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TERMS  OF  REFERENCE 

“ To  inquire  into  the  Income  Tax  (including  Super-tax)  o£  the  United  Kingdom 
in  all  its  aspects,  including  the  scope,  rates,  and  incidence  of  the  tax  ; allowances  and 
reliefs  ; administration,  assessment,  appeal  and  collection  ; and  prevention  of  evasion  ; 
and  to  report  what  alterations  of  law  and  practice  are  necessary  or  desirable,  and  what 
effect  they  would  have  on  rates  of  tax  if  it  were  necessary  to  maintain  the  total  yield.” 
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The  Rt.  Hon.  The  Lord  Colwyn,  Chairman. 
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The  Rt.  Hon.  W.  Brace,  M.P. 

The  Rt.  Hon.  E.  G.  Pretyman,  M.P. 
Sir  E.  E.  Nott-Bower,  K.C.B. 

Sir  Warren  Fisher,  K.C.B. 
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S.  A.  Armitage-Smith,  Esq.,  C.B. 

4>Dr.  J.  C.  Stamp,  C.B.E. 


Geoefrey  Marks,  Esq.,  F.I.A.,  O.B.E. 
H.  J.  May,  Esq.,  O.B.E. 

P.  A.  Birley,  Esq.,  J.P. 
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W.  Graham,  Esq.,  M.P. 

|| A.  Hill,  Esq. 
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N.  J.  Synnqtt,  Esq.,  J.P. 

HH.  A.  Trotter,  Esq. 


*Sir  T.  P.  Whittaker  died  on  9th  November,  1919. 

fSir  H.  J.  Mackinder  was  appointed  High  Commissioner  for  South  Russia,  and  in  consequence 
resigned  from  the  Commission  on  5th  November,  1919. 

<£Dr.  J.  C.  Stamp  was  appointed  to  be  a member  of  the  Commission  on  30th  August,  1919. 

JMr.  Walker  Clark  was  appointed  to  be  a member  of  the  Commission  on  1st  May,  1919. 

| Mr.  Hill  resigned  from  the  Commission  on  6th  September,  1919,  on  the  ground  of  ill-health. 

^[Mr.  Trotter  was  appointed  to  be  a member  of  the  Commission  on  31st  October,  1919,  in  the  place  of 
Mr.  Hill. 
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FIRST  DAY, 

Wednesday,  7th  May,  1919. 


Present  : 
LORD  COLWYN  (in 


the  Chair). 

Mr.  KERLY. 

Mrs.  KNOWLES. 
Mr.  MACKINDER. 
Mr.  McLINTOCK. 


Sir  T.  P.  WHITTAKER. 

Mr.  BOWERMAN. 

Sir  E.  E.  NOTT-BOWER. 

Sir  J.  S.  HARMOOD-BANNER. 
Sir  W.  TROWER. 

Mr.  HOLLAND-MARTIN. 

Mr.  WARREN  FISHER. 

Mr.  ARMITAGE-SMITH. 

Mr.  BIRLEY. 

Mr.  GRAHAM. 


Mr.  MANYILLE. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 

Professor  PIGOU. 

Mr.  SYNNOTT. 


N Hopkins.  O.B.,  a Commissioner  of  Inland  Revenue,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

1.  The  evidence  which,  in  association  with  Sir 
Thomas  Collins,  I am  presenting  at  the  outset  of  this 
enquiry  is  limited  mainly  to  a brief  history  of  the 
Income  Tax  in  this  country,  and  a conspectus — 
shorter  than  that  contained  in  the  Income  Tax  Act, 

1918 of  the  Income  Tax  as  it  now  stands,  both  in  its 

law  and  in  its  practical  day-to-day  administration. 

2.  I propose  to  put  in  two  written  memoranda 
covering  the  history  and  the  present  scope  of  the 
Income  Tax,  and  I will  also  put  in  some  general 
statistical  tables  regarding  the  yield  of  the  tax  and 
the  incomes  upon  which  it  is  charged.  [tSfce  App. 
Nos.  1,  2 and  3.] 

Sketch  of  the  Income  Tax  as  it  stands  to-day. 

3.  The  Income  Tax  extends  to  the  income  of  persons 

who  are  resident  in  the  United  Kingdom,  or  who 
receive  income  which  arises  in  the  United  Kingdom. 
In  the  expression  “ persons  ” I include  not  only 
individuals  but  legal  persons,  such  as  companies 
or  corporations.  The  income  which  arises  to  these 
legal  persons  may  be  wholly  or  in  part  distributed 
by  them  amongst  individuals,  and  so  become  part  of 
the  incomes  of  the  individuals,  or  it  may  remain  in 
the  hands  of  the  company,  &c.,  and  form  part  ot 
its  undistributed  profits.  For  example,  a company 
may  make  a profit  of  £10,000,  of  which  it  distributes 
£9,000  as  dividends  to  its  shareholders  and  retains 
£1,000  as  reserve.  The  company  pays  Income  Tax 
on  the  whole  £10,000.  So  far  as  concerns  the  £1,000 
carried  to  reserve,  it  actually  bears  the  tax,  but  as 
regards  the  £9,000  paid  out  as  dividend  it  passes 
on  to  the  recipients  of  the  dividend  the  tax  which  it 
has  paid.  ... 

4.  Broadly  speaking,  the  income  which  is  charged 
to  Income  Tax  is  net  income,  that  is  to  say,  gro.ss 
income  less  expenses  necessarily  incurred  in  earning 

it. 


5.  The  tax  extends  to  all  income  which  arises  in  this 
country,  even  if  it  be  enjoyed  by  a person  residing 
abroad,  and  also  to  all  income  which  accrues  to  a 
person  residing  in  this  country,  although  it  may  arm 
abroad.  Thus,  for  example,  profits  arising  from  u 
business  carried  on  in  the  United  States,  if  accruing 
to  a resident  in  this  country,  are  chargeable  with 
British  Income  Tax,  although  they  may  have  borne 
Income  Tax  also  in  the  United  States;  similarly 
profits  arising  from  a business  carried  on  in  this 
country  but  enjoyed  by  a resident  in  the  United 
States  are  also  charged  with  British  Income  Tax, 
although  they  in  turn  may  be  chargeable  with  United 
States  Income  Tax.  In  this  fact  lies  the  kernel  of 
the  problem  of  Double  Income  Tax,  upon  which,  no 
doubt,  a great  deal  of  evidence  will  be  received  by  you. 

6.  The  “ standard  rate  ” of  Income  Tax  at  the  pre- 
sent time  is  6s.  in  the  £,  but  in  actual  practice  this 
rate  is  borne  as  the  ultimate  rate  only  by  a small 
number  of  taxpayers. 

7.  So  far  as  the  tax  falls  upon  undistributed  pro- 
fits of  companies,  corporations,  and  other  legal 
persons,  the  actual  rate  borne  is  6s.  in  the  £,  and  the 
same  applies,  with  certain  exceptions  and  qualifica- 
tions, to  income  arising  in  this  country  enjoyed  by 
residents  abroad.  This  covers,  however,  only  a small 
part  of  the  field  of  the  Income  Tax,  the  major  part 
of  which  is  borne  by  individuals  resident  in  this 
country.  In  its  application  to  such  individuals  the 
tax,  is  not  a 6s.  tax,  but  a highly  graduated  tax, 
starting  from  nothing  in  the  case  of  the  smallest 
incomes  and  reaching  to  very  nearly  10s.  6d.  in  the  £ 
in  the  case  of  the  biggest  incomes. 

8.  Effect  is  given  to  the  graduation  of  the  tax. 
which  is  designed  to  make  it  accord  as  nearly  a& 
possible  with  the  ability  of  the  taxpayer  -to  pay,  by  a 
number  of  different  expedients.  Incomes  less  than 
£130  a year  are  exempt  from  the  tax  altogether. 
Where  an  income  exceeds  £130,  but  does  not  exceed 
£700,  certain  abatements  prescribed  by  Statute  are 
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deducted  from  the  total  income  in  arriving  at  the 
amount  of  that  part  of  the  income  upon  which  tax 
is  to  be  charged.  In  the  case  of  small  incomes  also 
an  allowance  of  £25  is  made  if  the  taxpayer  is 
married,  and  a further  allowance  is  given  of  £25  for 
each  child  and  each  dependent  relative  maintained  by 
the  taxpayer. 

9.  In  addition  to  this,  in  the  case  of  unearned 
incomes  where  the  total  income  does  not  exceed 
£2,000,  and  in  the  case  of  incomes  not  exceeding 
£2,500,  so  far  as  they  are  earned  (and  these  cases,  of 
course,  cover  the  enormous  majority  of  taxpayers), 
Income  Tax  is  charged,  not  at  6s.  in  the  £,  but  at  a 
rate  less  than  6s.  A scale  of  rates  has  been  pre- 
scribed by  Statute  to  apply  to  that  part  of  the 
taxpayer’s  income  which  remains  after  deducting  the 
allowances  I have  referred  to,  beginning  at  2s.  3d.  in 
the  £ on  the  earned  portion  of  an  income  not  exceed- 
ing £500,  and  increasing  as  the  size  of  the  total 
income  grows.  On  the  other  hand,  those  individuals 
who  enjoy  an  income  which  exceeds  £2,500  a year, 
and  who  pay  Income  Tax  at  6s.  in  the  £ on  their 
whole  income,  are  liable  to  an  additional  duty  which 
is  called  Super-tax.  This  duty,  although  it  is 
assessed  separately  from  the  Income  Tax  and  under 
a different  set  of  rules,  is  simply  an  additional  In- 
come Tax.  It  also  is  graduated.  It  represents  only 
a small  addition  to  the  6s.  Income  Tax  where  the 
income  is  little  in  excess  of  £2,500  a year,  but  it 
increases  as  the  income  grows  larger  and  amounts 
to  nearly  4s.  6d.  in  the  £ (making,  with  the  6s. 
Income  Tax,  nearly  10s.  6d.  in  the  £)  in  the  case  of 
the  biggest  incomes. 

10.  The  Income  Tax  admits,  moreover,  the  principle 
of  differentiation — by  which  I mean  the  principle  of 
charging  earned  incomes  at  a lower  rate  of  tax  than 
unearned  incomes — so  far  as  concerns  total  incomes 
not  exceeding  £2,500.  The  difference  in  rate  through- 
out the  scale  (up  to  £2,500  a year,  where  the  differen- 
tiation ends)  is  9d.  in  the  £. 

11.  I have  not  attempted  to  give  all  the  numerous 
figures  of  the  scales,  but  I am  putting  them  in.* 
The  essential  point,  I think,  is  this — that  the  Income 
Tax  (including  the  Super-tax),  though  it  is  often 
described  as  6s.  tax,  is  a graduated  and  differentiated 
tax,  the  virtual  rate  of  which  on  small  incomes  is  less 
than  6s.,  and  on  big  incomes  is  more.  The  only  in- 
dividuals (excluding  residents  abroad)  who  pay 
Income  Tax  at  precisely  6s.  in  the  £ on  the  whole 
of  their  income  are  those  individuals  (an  insignificant 
fraction  of  the  whole  community)  whose  incomes  lie 
between  £2,000  and  £2,500  a year  and  are  wholly 
unearned. 

12.  It  may  be  convenient  if  I give  a few  examples 
of  the  weight  of  the  Income  Tax  at  various  points  in 
the  scale. 

13.  A man  earning  £200  a year  and  having  no  other 
income  pays,  if  unmarried,  lid.  in  the  £;  if  married 
and  without  children,  7d.  in  the  £;  if  married  and 
with,  three  children,  nothing  at  all.  A man  similarly 
earning  £500  a year  pays,  if  single,  Is.  lOd.  in  the  £ ; 
if  married,  Is.  8d.,  if  married  with  three  children 
Is.  4d.  A .man  similarly  earning  £1,000  pays,  if 
single,  3s. ; if  married,  3s. ; if  married  and  with  three 
children,  2s.  lid.  A man  with  £2,000  unearned 
income  pays  5s.  3d.  in  the  £;  with  £5,000,  pays 
7s.  2d. ; with  £10,000,  pays,  8s.  4d. ; with  £100,000, 
pays  10s.  3d.;  with  £500,000,  pays  virtually  10s.  6d. 
in  the  £. 

14.  As  I have  said,  when  it  is  possible  to  do  so, 
Income  Tax  is  usually  collected  at  the  source  by  de- 
ducting it  before  the  income  reaches  the  person  to 
whom  it  belongs.  For  instance,  a trading  company 
is  required  to  pay  to  the  Revenue  Income  Tax  at  the 
6s.  rate  on  the  whole  of  its  profits,  and  this  company, 
when  paying  dividends  to  its  shareholders,  deducts  and 
retains  the  amount  of  Income  Tax  appropriate  to  the 
amount,  distributed.  The  shareholder  thus  receives 
his  dividends  subject  to  deduction  of  Income  Tax. 
This  method  of  deduction  at  the  source  is  applied, 
with  certain  exceptions,  to  every  class  of  income  which 
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can  be  so  treated,  and  no  less  than  70  per  cent,  of 
the  whole  of  the  Income  Tax  iB  so  secured.  I have  no 
hesitation  in  saying  that  it  is  this  feature  of  the 
Income  Tax  which  constitutes  its  peculiar  distinction 
and  has  been  responsible  for  the  success  which  has 
attended  the  collection  of  the  tax  throughout  its 
history,  including  is  receut  history  during  the  war. 

15.  Speakiug  generally,  where  Income  Tax  is  de- 
ducted at  the  source  it  is  deducted  at  the  standard 
rate  of  6s.,  and  it  thus  comes  about  that  normally  an 
individual  receiving  income  under  deduction  of  tax 
in  the  first  place  suffers  tax  at  the  rate  of  6s.  in  the 
£ upon  that  portion  of  his!  income.  As  I have  ex- 
plained, practically  every  taxpayer  whose  income  is 
less  than  £2,500  is  in  fact  liable  to  Income  Tax  at  a 
lower  virtual  rate  than  6s.,  and  an  adjustment  there- 
fore falls  to  be  made.  In  some  cases  this  adjustment 
is  made  by  way  of  repayment,  but  in  very  large 
numbers  of  cases  the  adjustment  is  made  automatic- 
al}’ by  deducting  from  the  amount  of  Income  Tax 
properly  chargeable  upon  that  portion  of  the  tax- 
payer's income  (c.g.,  from  business)  which  is  assessed 
directly  upon  him  the  amount  of  tax  which  he  has 
suffered  in  excess  by  deduction. 

16.  I am  putting  in  an  example  which  shows  how 
this  calculation  is  made.* 

17.  There  are  two  other  features  of  the  general 
scheme  of  the  tax  to  which  I should  perhaps  make  a 
passing  reference. 

18.  Firstly,  subject  to  various  restrictions  which 
have  been  made  more  stringent  in  recent  times,  an 
allowance  is  authorized  in  respect  of  Life  Insurance 
premiums  payable  by  the  taxpayer ; secondly,  as 
ai  ising  out  of  the  Double  Income  Tax  question  a stop- 
gap provision  was  enacted  in  1916  authorizing  as  a 
temporary  measure,  at  the  expense  of  the  British 
Exchequer,  certain  relief  from  Double  Income  Tax 
within  the  confines  of  the  Empire. 

19.  It  remains  to  refer  to  the  rules  which  are  pre- 
scribed for  the  actual  computation  of  the  profits 
chargeable  to  Income  Tax,  these  rules  being  mainly 
contained  in  the  five  Schedules  of  the  Income  Tax. 

20.  In  this  connection  profits  are  divided  into  five 
classes.  Schedule  A.  deals  with  the  computation  of 
profits  from  the  ownership  of  lands  and  buildings ; 
Schedule  B.  with  profits  from  the  occupation  of  lands; 
Schedule  C.  with  profits  from  investments  in  the 
public  funds;  Schedule  D.  chiefly  with  profits  from 
trades,  professions  and  employments;  Schedule  E. 
with  emoluments  of  public  offices. 

21.  Profits  under  Schedule  A.  from  the  ownership 
of  land  and  buildings  are  ordinarily  assessed  upon 
the  annual  value,  that  is  to  say,  the  rent  at  which 
they  are  worth  to  be  let  by  the  year,  subject  to  a 
deduction  for  repairs. 

22.  Schedule  B.  relates  to  profits  from  the  occupa- 
tion of  lands.  It  includes  farming,  which  is  by  far 
the  biggest  item  in  the  Schedule,  woodlands,  &c., 
and  lands  occupied  for  purposes  of  amenity.  In  the 
case  of  lands  used  for  the  purpose  of  husbandry  only, 
the  profit  arising  is  (subject  to  various  reliefs)  taken 
at  double  the  annual  value,  and  in  the  case  of  other 
lands  the  profit  from  the  occupation  is  taken  as 
equivalent  to  the  annual  value.. 

23.  Schedule  C.  deals  with  profits  arising  from 
investments  in  public  funds  which  are  taxed  by  deduc- 
tion at  the  source. 

24.  Omitting  Schedule  D.  for  the  moment,  Schedule 
E.  deals  with  profits  arising  from  the  emoluments  of 
public  offices.  It  includes,  for  example,  the  emolu- 
ments of  members  of  the  Forces,  Government  em- 
ployees, municipal  officials,  and  of  officials  of  public 
companies.  The  income  arising  from  these  sources  is 
generally  taken  as  the  income  of  the  actual  year  of 
assessment  to  Income  Tax. 

25.  Schedule  D.  is  concerned  mainly  with  profits 
from  trades,  professions  and  employments,  but  in 
addition  it  sweeps  up  all  other  classes  of  income  not 
dealt  with  in  any  of  the  other  Schedules.  A con- 
siderable body  of  rules  is  provided  for  arriving  at 
these  profits.  Speaking  generally,  the  assessment  is 
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not  based  upon  the  profits  of  the  year  of  assessment, 
but  upon  an  average  of  past  years.  Profits  arising 
from  trades,  professions  and  employments  are  cal- 
culated upon  the  average  profits  of  the  three  years 
immediately  preceding  the  year  of  assessment.  The 
remaining  profits  included  in  the  Schedule  are  com- 
puted partly  upon  the  amount  received  in  the  actual 
year,  partly  upon  the  amount  in  the  preceding  year, 
and  partly  upon  an  average. 

The  demand  for  a simple  tax. 

26.  A criticism  which  is  often  made  is  that  the 
Income  Tax  is  too  complicated.  Although  the  con- 
solidation of  the  legislation  of  a hundred  years  in 
the  Income  Tax  Act,  1918 — which  came  into  force  on 
the  6th  April  of  the  present  year — should  make  it 
easier  for  the  general  taxpayer  to  discover  the  rules 
of  Income  Tax,  that  Act  at  the  same  time  throws 
into  relief  their  number  and  variety. 

27.  But  on  that  point  a word  of  caution  is  necessary. 
The  Income  Tax  cannot  choose  the  world  in  which  it 
is  to  live.  It  has  to  reflect  the  very  complicated 
industrial  community  of  the  present  day,  with  its 
variations  in  individual  circumstances,  its  elaborate 
conditions  and  its  inter-connections  with  foreign 
states ; and  nowhere  are  complications  greater  and 
foreign  inter-connections  more  evident  than  in  the 
United  Kingdom. 

28.  A simple  tax  set  up  in  these  pre-existing  con- 
ditions is  bound  to  be  a bad  tax,  and,  therefore,  the 
problem  is  not  to  find  a simple  tax  but  a tax  of 
which  the  complexities  are  limited  to  those  inherent 
in  the  complexity  of  modern  civilisation  and  are 
so  framed  as  in  the  aggregate  to  lead  to  the  maxi- 
mum simplicity  of  result. 

Questions  likely  to  be  brought  forward  for 
consideration. 

29.  It  may  be  useful  if,  without  prejudging  at  this 
stage  the  merits  of  particular  issues,  I attempt  to 
recapitulate  some  of  the  main  questions  which  have 
been  the  subject  of  discussion  in  recent  years  and  are 
likely  to  be  brought  to  the  notice  of  the  Commission. 

30.  The  general  scope  of  the  charge  (which  extends 
alike  to  profits  accruing  to  a resident  in  this  country, 
although  they  arise  abroad,  and  to  profits  arising  in 
this  country  though  they  accrue  to  a resident  abroad), 
gives  rise  to  the  question  of  Double  Income  Tax  with 
some  allied  questions  as  to  the  rate  of  tax  levied 
upon  residents  abroad.  Closely  associated  with  these 
problems  are  those  connected  with  the  doctrine  of 
“ control,”  by  which  I mean  the  principle  of  the 
Income  Tax  as  laid  down  in  the  Courts,  under  which 
a company  of  which  the  seat  of  management  is  in 
this  country  is  held  to  reside  in  this  country,  and 
to  be  therefore  chargeable  to  Income  Tax  on  the 
whole  of  its  profits,  even  although  the  main  part  of 
those  profits  may  be  created  by  trading  operations 
carried  on  abroad  and  most  of  the  company’s  share- 
holders may  be  residents  abroad. 

31.  The  scope  of  the  charge  in  another  aspect  em- 
braces also  the  question  of  the  liability  to  Income 
Tax  of  mutual  concerns. 

32.  As  regards  the  computation  of  profits,  the 
question  likely  to  receive  the  greatest  prominence  is 
that  as  to  the  allowance  to  be  made  for  wasting  assets 
(including  the  allowance  for  depreciation  of  machinery 
and  plant) — a question  which  was  in  part  considered 
by  the  Ritchie  Committee  in  1905.  In  addition,  ques- 
tions are  likely  to  be  raised  as  to  the  sufficiency  of 
the  allowance  for  repairs  of  property  assessed  to 
Income  Tax  under  Schedule  A.,  and  as  to  the  present 
basis  of  computation  of  the  profits  of  farming  now 
assumed  in  the  normal  case  to  be  equivalent  to 
double  the  rent  or  annual  value  of  the  farm. 

33.  As  regards  the  general  framework  of  the  tax 
mention  is  made  from  time  to  time  of  the  principle 
under  which  certain  classes  of  profits  (especially  profits 
of  trade)  are  assessed  by  reference  not  to  the  amount 
arising  in  the  year  of  assessment  but  to  the  amount 
arising  on  an  average  of  three  preceding  years  or  in 
some  other  period  preceding  the  year  of  assessment; 
this  question  also  was  under  the  consideration  of  the 
Ritchie  Committee  in  1905.  There  is  again  the  ques- 
tion of  the  sudden  jumps  which  take  place  at  certain 
points  in  the  scale  of  graduation  of  the  duty,  and 


of  the  position  of  taxpayers  whose  income  is  .taxed 
by  deduction  at  the  standard  rate  and  who,  being 
exempt  from  Income  Tax  or  chargeable  at  a rate  of 
tax  lower  than  that  at  which  the  tax  is  deducted,  are 
entitled  to  repayment  of  the  whole  or  part  of  the  tax 
borne  by  them. 

Other  questions  on  this  aspect  of  the  subject  con- 
cern the  limit  of  exemption  from  duty  (at  present 
£130  for  single  persons  and  £145  for  married  persons) ; 
the  principle — at  the  present  time  the  subject  of 
vigorous  debate — under  which  for  the  purpose  of 
ascertaining  the  rate  in  the  graduated  scale  at  which 
a particular  taxpayer  is  chargeable  to  Income  Tax 
regard  is  paid,  if  the  taxpayer  is  married,  to  the 
aggregate  income  of  husband  and  wife;  and  the 
extent  to  which  relief  from  duty  is  granted  to  indivi- 
duals who  have  children  to  maintain. 

34.  Among  questions  affecting  particular  classes  of 
taxpayers  I may  mention  that  of  the  basis  of  assess- 
ment of  Life  Insurance  companies. 

35.  Of  the  questions  which  are  unlikely  to  be 
brought  prominently  before  the  Commission  by  outside 
witnesses,  but  upon  which  we  should  be  glad  to  be 
allowed  to  bring  evidenoe,  I may  mention  the 
following : — 

The  present  scope  of  the  allowance  from  a tax- 
payer’s income  in  respect  of  Life  Insurance  pre- 
miums. 

The  leakage  of  Super-tax  which  at  present  ocours 
through  non-distribution  of  profits  as  income. 
Notwithstanding  the  questions  awaiting  review,  the 

tax  as  a whole  is  pre-eminently  a successful  tax. 

36.  It  has  long  been  admitted,  and  is  obvious,  that 

the  Income  Tax  as  at  present  constructed  contains 
anomalies  and  imperfections  which  require  amend- 
ment. The  present  high  rates  of  tax  render  these 
questions  the  more  urgent  and  it  will  be  the  primary 
object  of  the  Board  of  Inland  Revenue  to  assist  the 
Commission  in  the  removal  of  legitimate  grievances. 
At  the  same  time  in  recapitulating  the  foregoing  list 
of  subjects  for  consideration,  I do  not  want  to  create 
the  impression  that  the  Income  Tax  as  it  sta'nds  to-day 
is  an  unworkable  tax.  Any  such  impression  is,  of 
course,  refuted  by  the  evidence  of  fact.  Year  by  year 
it  becomes  more  evident  that'  the  Income  Tax  is  the 
mainstay  of  British  taxation.  Year  by  year  it 
delivers  the  goods,  and  there  is  no  tax  in  the  world 
which  can  be  compared  with  it  for  the  magnitude  of 
its  success  as  a practical  engine  of  finance.  It  has 
become  necessaty  during  the  war  period  to  weld  into 
the  old  Income  Tax  framework  certain  modern  compli- 
cations and  improvements  for  which  the  old  framework 
may  not  have  been  entirely  fitting,  so  that  the  Income 
Tax  to-day  bears  &ome  resemblance  to  the  British 
Constitution.  But,  like  the  British  Constitution,  it 
works.  In  the  financial  yea'r  which  has  just  closed, 
out  of  a total  tax  Revenue,  excluding  the  temporary 
Excess  Profits  Duty  of  £499,250,000,  the  Income  Tax 
(including  Super-tax)  produced  by  itself  £291,186,000 
or  58  per  cent.  , 

The  impossibility  of  abandoning  the  system  of 
taxation  at  the  source. 

37.  There  is  one  subject'  so  vital  to  the  success  of 
the  Income  Tax  aS  a practical  vehicle  of  taxation, 
that  I should  like  to  add  a word  upon  it  even  before 
it  has  been  dealt  with  by  outside  witnesses.  It  is 
possible  that  some  evidence  before  you  may  suggest 
that  existing  imperfections  in  the  framework  of  the 
Income  Tax  can  be  met  by  abandoning  the  system  of 
taxation  at’  the  source. 

38.  That  course  would  in  my  judgment  be  nothing 
less  than  disastrous:  there  are  few,  if  any,  imperfec- 
tions capable  of  being  met  in  this  way  which  could 
not  be  met  by  other  means  without  giving  rise  to 
other  anomalies  and  to  the  enormous  loss  which  this 
course  would  inevitably  entail. 

39.  It  is  not  merely  that  the  system  of  taxation 
at  tlie  source  has  a great  weight  of  authority  behind 
it,  though  I may  recall  in  passing  that  the  Ritchie 
Committee  and  the  Dilke  Committee  both  reported 
strongly  against  its  abandonment. 
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40.  Taxation  at  the  source  is  the  primary  safeguard 
against  evasion  of  duty  because  it  deprives  the  tax- 
payer of  opportunity  to  escape,  either  by  carelessness, 
or  by  ignorance,  or  by  fraud,  from  payment  of  his  due 
share  of  Income  Tax.  It  is  obvious  that  a't  any  time 
and  in  any  circumstances  abandonment  of  the  system 
would  result  in  a heavy  loss,  and  that  at  the  present 
day,  when  the  exceedingly  high  rates  of  duty  afford 
an  unparalleled  temptation  to  the  taxpayer  to  give 
himself  the  benefit  of  the  doubt  and  even  wilfully 
to  evade  the  tax,  abandonment  of  the  system  would 
be  disastrous. 

41.  In  my  judgment  the  abandonment  of  the  system 
would  result  in  an  annual  dead  loss  to  the  Exchequer 
of  upwards  of  £50,000,000  a year. 

42.  A loss  even  limited  to  £50,000,000  a year  would 
involve  an  increase  in  the  general  rate  of  Income 
Tax  from  6s.  to  say  7s.  3d.  in  the  £.  If  honest  and 
scrupulously  careful  taxpayers  found  their  Income  Tax 
annually  increased  by  one-fifth  in  order  that  their 
increased  burden  might  make  up  for  the  shortcomings 
of  their  less  honest  or  less  careful  neighbours,  pro- 
found dissatisfaction  would  inevitably  result. 

[ This  concludes  the  evidence-in-chief.'] 

43.  Chairman:  You  have  drafted  a very  valuable 
statement  for  us.  Would  you  like  to  speak  to  the 
main  points,  and  then  have  questions  put  to  you  after- 
wards?— Certainly,  my  lord,  if  that  .is  what  you 
wish. 

44.  Will  you  kindly  do  that?  The  reason  I suggest 
this  course  is  that  it  will  be  less  lengthy  if  you  will 
just  take  the  main  points  and  speak  upon  them  to 
the  Commissioners? — Quite  so,  my  lord.  In  the 
proof  that  I have  put  in.  I have  concerned  myself 
chiefly  with  the  present  position,  and  have  given  only 
a very  brief  account  of  the  way  in  which  we  have 
reached  it.  I have  not  attempted  to  make  any  large 
excursion,  for  the  moment  at  any  rate,  into  the 
future.  Whether  you  would  care  for  me  to  sum- 
marise anything  of  what  I have  said  in  this 
memorandum  as  to  the  history  of  the  Income  Tax,  I 
am  not  quite  sure ; perhaps  I should  be  occupying  the 
time  of  the  Commission  more  than  they  wish. 

45.  I think  you  had  better  just  go  on  with  what- 
ever you  think  to  he  best.  If  you  like,  you  can  go 
through  the  points  of  your  own  statement  and  pick 
out  those  that  are  important. — Dealing  first  with  the 
history  of  the  Income  Tax,  I have  pointed  out  that 
the  Income  Tax  in  this  country  had  its  origin  in  the 
financial  necessities  occasioned  by  the  expense  of  the 
great  war  at  the  end  of  the  18th  century.  But  the 
Income  Tax  at  that  time,  of  course,  was  a very  small 
impost  in  comparison  with  the  income  taxation  with 
which  we  are  familiar  at  the  present  time.  The  Act 
of  1799,  introduced  by  Pitt,  was  a tax  which  was  im- 
posed directly  upon  the  taxpayer  who  was  in  receipt 
of  the  income ; the  principle  of  taxation  at  the  source 
was  not  present.  That  tax,  which  was  raised  at  a 
rate  of  2s.  in  the  £,  subject  to  abatements,  ceased  in 
1802,  and  was  replaced  in  1803  by  another  scheme  of 
taxation  which  really  is  the  foundation  of  the  Income 
Tax  law  of  the  present  time.  From  the  collection 
point  of  view,  the  leading  fact  in  regard  to  the  Act 
of  1803  was  that  the  tax  was  collected  at  the  source. 
The  old  tax  was  a tax  of  2s.  in  the  £,  the  1803  tax 
was  a tax  of  Is.  in  the  £ but  the  two  taxes,  by  reason 
of  the  different  methods  of  collection,  realized  a very 
similar  yield.  The  tax  went  on  in  that  form  until 
shortly  after  Waterloo,  when  it  was  repealed,  and  we 
were  without  income  taxation  in  this  country  until 
1842.  In  1842  Peel’s  Act  was  introduced.  It  was 
founded,  to  a very  large  extent,  upon  the  Act  of  1803, 
and,  subject  to  amendments  from  time  to  time,  forms 
the  basis  of  the  Income  Tax  law  which  was  consoli- 
dated last  year  in  the  Income  Tax  Act  of  1918,  the 
Act  which  came  into  force  on  the  6th  April  of  this 
year.  The  old  rates,  of  course,  were  very  different 
from  the  rates  we  are  accustomed  to  now.  I have 
put  in  some  tables  which  show  the  rates  right  through, 
and  these  have  been  circulated.  I need  not,  per- 
haps, enlarge  further  on  that  at  the  moment.  In 
1853  the  tax  was  extended  to  Ireland  by  Mr.  Glad- 
stone. On  many  occasions  in  his  life  he  expressed 
himself  averse  from  the  principle  of  taxation  of 
income,  where  it  could  be  avoided.  His  idea  in  1853 


was  that  the  tax  might  be  continued  for  a certain 
number  of  years  (seven),  but  should  die  at  the  end  of 
the  ’fifties.  His  tax  was  introduced  upon  the  basis 
of  a declining  rate.  His  scheme  was  that  for  the 
first  two  years  the  tax  should  be  at  7d.,  for  the  next 
two  at  6d.,  and  for  the  remaining  three  years  at  5d. 
But,  as  a matter  of  fact,  the  Crimean  War  inter- 
vened to  render  it  impossible  to  repeal  the  Income 
Tax  then,  and,  indeed,  in  1855  it  stood  at  a higher 
figure  than  it  afterwards  reached  till  quite  recent 
times.  In  the  next  two  decades  or  so,  the  rate  of 
tax  was  very  low,  and  I think  in  1874  it  fell 
to  its  lowest  point  of  2d.,  but  the  tax  never  passed 
away  from  the  Statute  Book;  and  in  more  recent 
times  it  has  become  recognized  that  a tax  which 
originally  was  conceived  as  a war  impost,  and  a tem- 
porary tax,  must  be,  at  any  rate,  one  of  the  main 
taxes,  if  not  absolutely  the  paramount  tax  in  British 
taxation.  A feature  in  1853  which  is,  I think,  of 
interest,  is  the  re-introduction  of  an  allowance  which 
had  existed  in  the  very  early  days  of  Income  Tax — 
an  allowance  for  Life  Insurance  premiums.  That 
recalls  a controversy  which  existed  during  the  middle 
of  the  last  century,  and  was  continually  under  con- 
sideration, particularly  by  two  Select  Committees 
which  were  appointed  in  1851  and  1861,  and  which 
considered  the  whole  question  of  what  we  now  call  the 
differentiation  and  graduation  of  the  Income  Tax. 
The  first  of  those  two  Committees  was  presided  over 
by  Mr.  Hume,  a Member  of  Parliament,  and  it  was 
concerned  with  an  effort  to  equalize  the  incidence  of 
the  Income  Tax  by  reference  to  the  capital  values  of 
incomes.  He  had  a scheme  for  capitalising  incomes 
and  charging  tax  upon  them  by  reference  to  their 
capital  value,  their  character,  and  the  age  of  the 
owner  who  was  enjoying  them.  But  that  scheme,  as 
well  as  the  less  ambitious  scheme  of  the  later  Com- 
mittee in  1861,  though  it  was  canvassed,  was  never 
approved  by  the  Committee,  still  less  by  Parliament. 
The  scheme  of  1861,  that  of  Mr.  Hubbard,  the  Chair- 
man of  the  Committee  of  that  time,  who  was  also 
Governor  of  the  Bank  of  England,  was  devoted  to  an 
attempt  to  reduce  various  kinds  of  income  to  a net 
income;  gross  income,  for  example,  from  property  or 
from  mining  royalties  and  the  like,  was  to  be  reduced 
to  net  income  by  certain  average  deductions.  A 
suggestion  was  made  of  charging  what  was  called 
“ industrial  incomes,”  as  opposed  to  “ spontaneous 
incomes,”  at  two-thirds  of  the  full  rate.  That  carries 
me  on — not  indeed  in  order  of  time — to  a further 
inquiry  regarding  Income  Tax,  that  of  the  Dilke 
Committee  of  1906,  which  was  again  concerned  with 
the  questions  of  differentiation  and  gi'aduation.  It 
was  as  the  result  of  the  recommendations  of  that 
Committee  that  the  principle  of  differentiation,  that 
is,  charging  what  we  now  call  earned  income,  at  a 
lower  rate  of  tax  than  unearned  income,  was  intro- 
duced. That  principle  was  introduced  into  the 
Income  Tax  actually  in  the  Budget  of  1907.  From 
that  time  onwards  Income  Tax  legislation  has  been 
voluminous,  year  by  year,  and  the  differentiation  and 
graduation  of  the  tax  has  made  great  strides.  Until 
1907  graduation  was  effected  only  by  the  grant  of 
abatements  in  favour  of  small  incomes.  That,  of 
course,  does  effect  a lightening  of  the  burden  over  so 
many  incomes  as  fall  within  the  abatement  limit ; 
hut  beyond  the  £700,  or  whatever  other  limit  at  any 
time  applied,  the  tax  was  charged  at  a flat  rate. 
Since  then  the  graduation  has  been  carried  very  much 
higher.  To  begin  with,  in  1909  there  was  the  intro- 
duction of  the  Super-tax,  which  imposed  an  addi- 
tional tax  upon  incomes  exceeding  £5,000;  and 
subsequently  there  have  been  graduations  made  in 
the  rate  of  duty  which  is  chargeable  within  the 
Income  Tax  itself  upon  incomes  below  £2,500.  So 
that  at  the  present  time  you  have  a scale  which  is 
graduated  by  means  of  abatements  in  the  lower  part, 
by  reductions  in  the  rate  of  Income  Tax  up  to  £2,500 
(where  the  normal  rate  of  6s.  in  the  £ is  payable), 
and  by  the  imposition  of  Super-tax  on  top  of  the 
6s.  in  the  £ in  the  case  of  larger  incomes. 

46.  Chairman : Are  Income  and  Super-tax  collected 
separately  by  the  Inland  Revenue.  Have  you  a 
separate  department  for  collecting  them? — That  is 
so,  my  lord.  The  Income  Tax  is  collected  in  the  way 
you  knpw.  The  authorities  charged  with  the  making 
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of  the  assessments  to  Super-tax,  are  the  Special  Com- 
missioners of  Income  Tax,  and  the  assessment  is  based 
upon  the  Income  Tax  income  of  the  preceding  year. 

47.  Would  there  be  any  economy  if  the  Super-tax 
were  taken  as  a graduated  Income  Tax? — From  one 
point  of  view,  1 think  that  would  be  undoubtedly 
a convenience,  but  under  the  Income  Tax  as  it  is 
framed  at  the  present  time,  unless  you  contemplated 
some  considerable  alterations  in  its  structure,  that 
would  be  very  difficult,  if  not  impossible.  I think  the 
reason  is  this.  The  Income  Tax  is  taken  wherever 
it  can  be  by  deduction  at  the  source.  You  could  not, 

I think,  take  10s.  in  the  £ by  deduction  at  the  source 
from  everybody;  and,  therefore,  the  Super-tax  upon 
high  incomes  is  taken  by  direct  assessment  upon  the 
individual  taxpayer  in  respect  of  his  total  income. 
There  would  be  difficulties  under  the  present  Bystem 
in  making  an  assessment  to  Super-tax  upon  dividends 
except  at  the  end  of  the  year.  So  you  have  to  make 
the  assessment  by  reference  to  the  Income  Tax  income 
of  the  previous  year. 

48.  Will  you  please  proceed  with  your  statement? — 
In  the  second  memorandum  which  I put  in,  in  which 
I have  endeavoured  to  give  a conspectus  of  the 
Income  Tax  system  as  it  stands  at  the  present  day, 

I have  tried  to  put  together  so  much  of  the  very  large 
body  of  Statute  law  in  regard  to  Income  Tax  as  I 
thought  might  be  convenient  for  members  of  the  Com- 
mission to  have  ready  to  their  hand  in  a compressed 
form.  The  Income  Tax,  as  I state  there,  extends  to 
the  income  of  all  individuals,  and  also  all  companies, 
corporations  and  other  similar  bodies,  who  are  resi- 
dent in  the  United  Kingdom,  or  who  receive  income 
from  the  United  Kingdom.  The  total  amount  of 
the  income  of  individuals  liable  to  Income  Tax 
amounts  roughly  to  1,745  million  pounds.  The 
aggregate  amount  of  undistributed  profits  annually 
earned  by  companies,  corporations  and  other  similar 
bodies,  we  have  put,  very  approximately,  at 
225  million  pounds.  I may  say  that  to  ascertain  the 
income  which  is  made  by  such  companies  and  remains 
undistributed,  is  a difficult  statistical  inquiry,  and 
that  figure  must  be  regarded  merely  as  the  best 
estimate  that  we  have  been  able  to  make. 

49.  Sir  E.  Nott-Bower : Might  I put  one  question 
there?  You  said  225  million  pounds.  Is  that  the 
non-personal  income  which  was  estimated  some  years 
ago,  I think,  at  about  50  or  60  millions? — That  is  so. 
It  is  a very  large  increase,  and  whether  that  will  be 
a permanent  figure,  it  is  very  difficult  to  know. 

50.  Chairman:  What  is  the  cost  of  collecting  that? 
— I think  the  cost  of  collection  will  be  something 
under  one  per  cent. 

51.  On  the  225  millions? — I was  taking  the  total 
yield  of  the  Income  Tax.  The  yield  of  the  Income 
Tax  (including  Super-tax)  last  year  was  approxi- 
mately 300  million  pounds,  and  the  Budget  estimate 
this  year  is  350  million  pounds ; the  cost  of  collection 
is  roughly  one  per  cent. 

52.  Mr.  Marks : May  I ask  does  the  total  of  those 
two  sums,  1,745  millions  and  225  millions,  represent 
the  aggregate  taxable  income  of  the  whole  of  the 
community? — Yes,  £1,970,000,000  represents  the 
aggregate  income  of  the  tax-paying  community,  of 
which  £225,000,000  is  non-personal  income. 

53.  Mr.  Mackinder:  Can  you  tell  us  roughly  what 
proportion  of  that  1,745  millions  is  income  of  people 
with  between  £130  and  £160  a year? — Any  figures 
that  I give  in  regard  to  that,  I must  ask  to  give 
under  reserve.  We  do,  of  course,  endeavour,  as  far 
as  we  can,  to  form  an  estimate  of  the  income  as  it 
falLs  into  the  hands  of  different  sections  of  the  tax- 
payers, classified  by  income.  You  ask  for  the  amount 
of  the  Income  Tax  on  taxpayers  between  £130  and 
£160. 

54.  Between  £130  and  £160 ; that  is,  the  amount 
brought  in  by  the  reduction  of  the  limit  from  £160 
to  £130? — I am  afraid  I have  not  any  figure  with  me 
here  which  will  give  that  information.  I have  a rough 
estimate  of  the  taxable  income  exceeding  £130  and 
not  exceeding  £400,  and  if  you  desire  I will  see  if  we 
could  get  what  you  ask.  [Sec  App.  No.  11.] 
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55.  Perhaps  I may  explain.  My  point  is  that  if 
you  are  going  to  compare  1,745  millions  with  the 
totals  of  previous  years,  in  order  to  form  any  sort  of 
estimate  how  far  that  is  likely  to  be  a continuing 
figure,  one  does  want  to  get  the  figures  comparable; 
and  of  course  this  includes  incomes  which  were  not 
included  before? — I quite  agree  that  is  so. 

56.  Chairman : You  can  get  that?— I will  arrange 
for  that  to  be  got  and  to  be  put  in.  [See  App.  No.  11.] 

57.  Sir  T.  Whittaker:  There  is  extra  for  the 

farmers  as  well,  you  will  remember? — That  is  so. 

58.  There  is  a great  alteration  in  their  assessment? 
—That  is  quite  true.  If  I were  attempting  to  com- 
pare this  figure  with  previous  figures,  I quite  agree 
there  would  be  a great  number  of  altered  considera- 
tions to  take  into  account.  One  could  not  merely 
take  the  inoome  under  review  in  the  current  year  and 
compare  it  with  the  income  under  review  in  past 
years,  and  say  there  is  an  increase  in  the  national 
income.  A great  deal  more  than  that  has  to  be  gone 
into. 

59.  It  would  be  very  valuable  if  we  could  have  a 
comparison  based  on  the  old  footing ; that  is  the  £160 
limit.  Can  you  do  that? — I think  in  all  probability 
we  can  produce  some  figures  at  any  rate  leading  in 
that  direction. 

60.  Without  going  into  detail,  but  taking  the  £160 
basis  as  it  was  before,  and  £130  which  is  the  basis 
now.  Then  there  is  (in  addition  to  what  has  arisen 
from  reducing  the  limit)  the  alteration  of  the  taxa- 
tion of  farmers,  and  various  points  of  that  kind? — 
Yes. 

61.  For  the  purpose  of  comparison,  the  value  would 
be  put  on  the  old  footing  ? — Yes. 

62.  Mr.  Kerly : Also,  is  there  not  to  be  considered 
the  difference  of  taxation  on  foreign  possessions?— 
That  is  so,  since  1914.  I was  not,  of  course,  attempt- 
ing at  the  moment  any  comparison.  I think  that  is 
undertsood.  If  any  comparison  is  made,  as  I have 
said,  it  will  need  very  careful  explanation  of  the 
divergencies  of  the  two  figures. 

63.  Chairman:  You  probably  will  come  up  again 
once  or  twice  before  the  Commission  on  points  which 
may  arise  here? — I was  contemplating,  my  lord,  that 
perhaps  if  you  wished,  I should1  come  again,  or  that 
at  any  rate  such  other  official  witnesses  as  you  may 
desire  should  come  and  give  evidence  upon  individual 
subjects. 

64.  Supposing  the  Commission  came  to  some  deci- 
sion that  they  wanted  to  alter  certain  things  in  the 
Inland  Revenue  organisation,  then  you  would  pro- 
bably come  up  again,  would1  you  not? — Certainly,  my 
lord.  Taking  the  next  points  in  order  on  this  memo- 
randum, I have  referred  to  the  classification  of  in- 
come and  profits  under  the  five  well-known  schedules 
which  have  appeared  in  the  Income  Tax  Acts  since 
1803 : Schedule  A,  profits  from  the  ownership  of  lands 
and  buildings ; Schedule  B those  from  the  occupation 
of  lands,  which  are  chiefly  the  profits  of  agriculture  , 
Schedule  C,  from  investments  in  public  funds ; Sched 
ule  D,  from  trades,  professions  and  employments; 
and  Schedule  E,  from  the  emoluments  of  public  offices. 
As  regards  the  differentiation  and  the  graduation  of 
the  ta'x,  I think  I need  speak  only  very  briefly.  I 
have  mentioned  already  the  great  increase  in  the 
range  and  character  of  graduation  and  differentiation 
that'  has  taken  place  since  1907.  In  addition  to  those 
devices  for  the  graduation  of  the  tax,  we  have  seen 
in  recent  years  the  introduction  of  various  allowances 
which  pay  regard  to  the  family  circumstances  of  the 
taxpa'yer.  You  have  the  allowance  for  a wife,  the 
allowance  for  the  dependant,  allowances  for  "the 
children,  and  I have  put  in  figures  which  indicate 
the  extent  of  those  various  allowances.  There  results 
from  that  the  fact  that  the  Income  Ta'x,  which  is 
frequently  spoken  of  as  a 6s.  tax,  is  really  in  its 
application  to  individuals  a tax  not  at  6s.,  but  at  a 
graduated  rate  which  starts  from  nothing  on  -the 
smallest  incomes,  and  which,  in  coniunction  with  the 
Super-tax,  goes  up  to  practically  10s.  6d.  in  the  £ in 
the  case  of  the  biggest  incomes. 
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65.  Chairman : You  have  worked  out  gome  figures, 
have  you  not? — I have  put  in  a series  of  tables,  in 
order  to  indicate  the  way  in  which  the  graduation 
proceeds.  Then  as  regards  the  method  of  collection 
of  the  tax,  the  point  which,  I have  said,  constitutes 
in  my  judgment  the  peculiar  distinction  of  the  British 
Inoome  Tax  amongst  the  taxes  of  the  world,  a feature 
which  secures  far  more  than  any  other  its  fair  and 
efficient  collection  as  between  different  taxpayers,  is 
the  method  of  the  collection  of  the  tax  at  the  source. 
We  have  had  that  in  force  in  this  country  from  1803, 
and  I ventured  to  say,  in  the  proof  that  I put'  in, 
that  any  departure  from  that  system  would,  in  my 
opinion,  he  a retrograde  step,  and  a disastrous  step, 
most'  particularly  at  a time  like  the  present.  We 
have  had  experience  of  Income  Taxes,  not  only  in 
this  country,  but  throughout  the  world,  for  a very 
long  time  at  rates  which  nowadays  appear  to  be,  I was 
going  to  say,  almost  trivial,  but  in  future  the  weight 
of  the  Income  Tax  is  going  to  be  very  severe — I con- 
ceive that  it  must  be  so — upon  all  classes  of  the  tax- 
paying  community,  and  with  rates  at'  that  height, 
I am  perfectly  certain  that  the  great  safeguard  of  the 
general  taxpayer  for  the  fair  and  efficient  collection 
of  the  tax  as  between  one  individual  and  another  lies 
in  collection  at  the  source,  which  is  an  automatic 
safeguard — I do  not  mean  merely  against  fraud — but 
against  evasion  of  all  kinds.  Evasion  may  be  due  to 
forgetfulness,  it  may  be  due  to  ignorance,  it  may  he 
due  to  the  taxpayer  giving  himself  the  benefit  of  the 
doubt,  but  taxation  at  the  source  is  an  automatic 
safeguard  against  all  leakage  of  that'  kind. 

66.  Probably  some  of  the  Commissioners  may  want 
to  ask  you  questions  about  that,  later? — Quite  so,  my 
lord.  I ought  perhaps  to  say  a word  in  regard  to 
the  relief  in  respect  of  Colonial  Inoome  Tax,  which  1 
think  undoubtedly  is  a'  subject  upon  which  you  will 
be  receiving  evidence.  That  question  was  one  which 
became  prominent  before  the  war,  but  assumed  a 
greater  importance  during  the  war,  on  account  of  the 
great  increase  in  the  rate  of  Income  Tax,  not  only 
in  this  country,  but  also  in  the  Colonies,  and  the 
imposition  in  certain  Colonies  of  taxes  which  had  not 
previously  existed  there;  and  during  the  course  of 
the  war  Parliament  took  action.  There  was  put  into 
the  Finance  Act  of  1916  a provision  which  was  ad- 
mittedly a-  temporary  stopgap  measure,  and  one  which 
was  enacted,  for  the  time  being,  solely  at  the  expense 
of  the  British  Exchequer,  and  without  prejudice  to 
the  ultimate  settlement  between  the  Exchequers  con- 
cerned. The  provision  was  that  if  a person  has,  on 
any  part  of  his  income,  borne  both  United  Kingdom 
tax  at  a rate  more  than  3s.  6d.  in  the  £ — that  was  the 
bar  set  for  the  time  being — and  also  Colonial  Income 
Tax,  he  is  to  be  repaid  an  amount  which  will  reduce 
the  British  tax  down  to  3s.  6d.  in  the  £,  or  the  whole 
amount  of  the  Colonial  tax,  if  that  is  less. 

67.  Chairman:  What  do  you  think  about  that? — 
The  whole  question  of  Double  Income  Tax  is  a very 
difficult  one.  We  shall  be  very  glad  if  we  might  have 
the  opportunity  of  giving  you  considered  evidence 
upon  the  subject.  That  there  must  be  a settlement  of 
the  question  is  obvious,  T think.  The  hardship,  as  it 
appears  to  me,  lies  in  the  fact  that  a taxpayer 
residing  here  and  investing  in  the  Colonies,  or  vice 
versa,,  may  be  charged  in  the  aggregate  with  an 
Income  Tax  which  is  much  greater  than  the  tax  here, 
simply  by  making  two  contributions  to  what  ulti- 
mately is  a common  fund ; by  that  I mean  the  common 
purposes  of  the  British  Empire.  The  method  of  the 
settlement  is  a matter  which  perhaps  we  might  deal 
with  in  considered  evidence,  which  you  will,  perhaps, 
give  us  an  opportunity  to  lay  before  you  later.  The 
present  provision,  of  coarse,  is>  admittedly  a stopgap, 
and  the  relief  is  only  given  down  to  3s.  6d.  in  the  £, 
so  that  it  does  not  benefit  the  smaller  taxpayer  who 
is  liable  to  Income  Tax  at  a less  rate  than  3s.  6d. 
That,  I think,  is  admittedly  only  a temporary 
measure. 

Into  the  rules  for  the  assessment  of  profits  I think 
probably  I need  hardly  go  at  the  moment  in  detail. 
-In-  the  First  Schedule,  A,  B,  C,  D and  E,  of  the 
Income  Tax  Act,  1918,  you  have  a large  body  of 
frr.atute  law,  and  in  the  memorandum  that  I have 


put  in  I have  tried  to  compress  the  more  essential 
points  in  regard  to  the  computation  of  profits.  The 
question  of  Super-tax,  perhaps,  I have  sufficiently 
dealt  with  for  the  moment  in  answer  to  the  questions 
you  put  to  me.  The  Super-tax  is  assessed  on  incomes 
in  excess  of  £2,500  a year,  is  payable  only  by  indi- 
viduals in  receipt  of  incomes  in  excess  of  that  amount, 
and  it  is  itself  graduated.  The  rate  is  a very  small 
addition  to  the  6s.  Income  Tax  in  the  case  of  incomes 
which  are  only  just  above  £2,500,  but  in  the  case  of 
the  biggest  incomes  it  proceeds  up  to  an  increase  of 
nearly  4s.  6d.,  making  a total  rate  with  the  6s.  Income 
Tax  of  nearly  10s.  6d. 

68.  What  is  the  present  number  of  Super-tax 
payers? — The  number  which  we  estimate  for  the  year 
which  is  just  completed,  the  year  1918-1919,  is 
48,000.  We  have  not  at  the  moment  got  that  number 
wholly  into  the  assessment.  The  assessment  may  be 
made  during  the  financial  year,  or  within  three  years 
afterwards. 

69.  That  is  within  the  United  Kingdom? — Yes. 

70.  Does  the  Inland  Revenue  think  that  that  is 
really  a correct  figure? — There  you  ask  me  a question 
which  I confess  is  very  difficult  to  answer.  We 
approach  it  in  various  ways.  The  taxpayers  whom  we 
are  dealing  with  here  are  taxpayers  whose  income 
exceeds  £2,500.  For  the  previous  year,  when  we  were 
dealing  with  incomes  exceeding  £3,000,  we  had  35,000 
Super-tax  payers. 

71.  Mr.  Marks:  Do  I understand  that  for  the  year 
1917-1918  the  number  was  35,000? — Yes. 

72.  Mr.  Synnott : Was  that  on  the  basis  of  the 
£3,000  a year? — Yes,  £3,000  a year  and  upwards.  I 
think  probably  it  happens  that,  in  the  first  year  in 
which  the  limit  of  Super-tax  is  lowered,  and  a new 
range  of  taxpayers  is  brought  under  our  purview,  we 
may  not  at  once  find  the  whole  of  our  clientele,  more 
particularly,  if  I may  say  so,  in  the  conditions  in 
which  we  have  been  working  during  the  war.  You 
will  appreciate  that  in  the  last  four  or  five  years  not 
only  has  the  rate  of  Income  Tax  been  enormously  in- 
creased, but  the  general  legislation  in  connection  with 
Income  Tax  has  been  made  very  much  more  compli- 
cated. The  limit  of  Super-tax  has  been  largely 
reduced.  We  have  been  introduced,  if  I may  again 
use  the  expression,  to  an  enormously  large  new 
clientele  in  the  case  of  the  wage-earners  who  are 
assessed  quarterly,  more  particularly,  of  course,  by- 
reason  of  the  reduction  of  the  exemption  limit  and 
the  increase  in  the  wages  of  the  earners;  and  we  have 
had  also  to  cari-y  the  Excess  Profits  Duty,  which, 
before  its  finish,  will  have  produced,  over  1,000 
millions,  and  which  has  been  managed  by  us  without 
any  addition  to  the  staff.  We  have  been  struggling 
with  an  immense  mass  of  work,  and  we  have  done  the 
best  we  can  to  deal  with  it,  but  it  may  well  happen,  I 
think,  now  that  we  are  beginning  to  have  a breathing 
space,  that  we  shall  be  able  to  make  some  addition 
to  the  figure  of  48,000  for  the  year  1918-1919  as  the 
total  number  of  persons  whose  incomes  exceed  £2,500. 
We  have  made  calculations  from  another  aspect  which 
has  led  us  to  suppose  that  there  is  a gap  to  be  filled 
up,  but  the  gap,  I think,  is  probably  not  a very  large 
one,  and  we  shall  hope  to  fill  it.  Perhaps  what  I say 
is  a little  surprising  when  a comparison  is  made  with 
the  figures  of  a rather  earlier  time.  It  may  be  sug- 
gested that  with  the  large  increase  of  wealth  which 
has  arisen  during  the  war  you  would  expect  a much 
faster  upward  movement  in  the  number  of  Super- 
tax payers  than  is  disclosed  by  the  actual  figures.  In 
regard  to  that  I think  there  are  several  things  to 
bear  in  mind.  One  consideration  which  is  important, 
I think,  is  this : not  only  have  the  profits  of  business 
been  skinned  to  a considerable  extent  by  the  80  per 
cent.  Excess  Profits  Duty,  but  the  balance  of  profit 
does  not  come  into  the  Supei’-tax  assessment  as 
quickly  as  you  would  at  first  expect.  Let  me  take 
the  case  of  a rich  man  who  receives  his  income  from 
business  in  the  form  of  dividends.  We  assess  him  for 
the  year  1918-19  for  Super-tax  not  upon  his  income 
for  that  year,  but  upon  that  of  the  previous  year. 
Now,  consider  the  case  of  a rich  man  deriving  his 
income  not  from  di'  idends,  but  from  a business  which 
he  himself  conducts — in  which  he  may  be  a partner. 
In  that  case  we  are  assessing  him  not  upon  the 
current  year  nor  yet  even  on  the  previous  year,  1 -’t 
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oil  the  Income  Tax  assessment  of  the  previous  year, 
which  is  itself  an  average  of  the  three  years  before 
that,  so  that  to  a very  considerable  extent  the  Super- 
tax income  is  always  stale.  You  will  bear  in  mind 
another  point  also,  that  whilst  the  incomes  of  many 
taxpayers  have  increased,  the  n.coni6s  of  others  have 
decreased,  and  while  the  increase  is  only  slowly  re- 
flected in  the  figures  of  the  Super-tax,  the  decrease  is 
reflected  at  once,  inasmuch  as  there  are  special  war 
reliefs  for  certain  taxpayers  whose  income  has  largely 
diminished  during  the  war.  I am  speaking  only 
extempore  upon  this  subject ; I have  not  come 
specially  prepared  upon  it;  but  at  the  moment  those 
ar.e  the  things  which  occur  to  me  as  the  explanation 
of  the  figures. 

73.  Chairman:  Are  there  any  other  points  which 
you  wish  to  bring  up,  because  if  not  I will  proceed  to 
your  examination? — I would  like  to  say  at  once  that, 
in  this  very  difficult  enquiry  that  you  have  before  you, 
the  resources  of  the  Inland  Revenue  will  be  of  course 
entirely  at  your  disposal.  We  shall  be  very  glad  to 
do  anything  that  we  can  in  the  course  of  the  proceed- 
ings, in  the  way  of  giving  evidence  before  you,  pro- 
viding you  with  statistical  information,  and  the  like. 
We  shall  be  entirely  in  your  hands  in  that  way. 
Might  I just  add  a word  in  regard  to  foreign  and 
colonial  systems  of  Income  Tax.  I have  not  attempted 
in  the  conspectus  that  I have  given  to-day  to  say 
anything  upon  that  subject.  Nowadays,  most  of  the 
Colonies  and  very  many  foreign  countries  have 
Income  Tax  systems.  Many  of  them  have  a very 
voluminous  law  attached  to  them,  and  are  very  varied 
in  their  principles;  and  to  attempt  to  give  any 
general  conspectus  of  what  is  done  is  almost  im- 
possible. Subject  always  to  this,  that  whilst  we  do 
not  profess  to  be  experts  in  the  understanding  of 
these  systems,  because  we  have  not  worked  them,  we 
have  a good  deal  of  information  at  command,  and  if 
you  so  desire,  I suggest  that  when  you  call  any 
official  witness  upon  individual  subjects  of  major  im- 
portance, you  may  think  it  convenient  that  we  should 
give  some  brief  conspectus  of  foreign  and  colonial 
analogies  so  far  as  they  seem  to  be  helpful. 

74.  You  will  probably  have  some  suggestions  to 

offer  later  on  from  the  Revenue  itself  on  the  terms  of 
reference? — Certainly.  Exactly  how  we  can  best 

help  I think  may  depend  upon  the  course  of  the 
enquiry ; there  may  be  many  points  as  to  which  you 
will  have  suggestions  from  outside  upon  which  we 
might  make  further  suggestions,  and  so  on. 

75.  Mr.  Kerly : This  document  [referring  to  the 
witness’s  evidence-in-chief]  is  in  fact  your  evidence 
which  you  have  summarized  and  to  some  extent 
supplemented  by  what  you  have  said  already? — 
Quite  so,  yes. 

76.  Chairman : We  will  put  that  in. 

77.  Sir  T.  Whittaker:  The  figure  you  gave  of  the 
Excess  Profits  Duty  is  rather  an  interesting  figure. 
Did  I correctly  understand  you  that  up  to  the  present 
time,  when  all  is  collected  that  is  due,  the  total  will 
amount  to  about  1,000  millions? — -I  am  not  quite  sure 
if  I followed  that. 

78.  What  was  that  figure  of  1,000  millions ; what 
did  you  mean? — I am  speaking  from  memory  for  the 
moment.  I think  we  have  625  millions  in  the  Ex- 
chequer already,  and  an  estimate  of  300  millions  for 
the  current  year,  making  925  millions  in  respect  of 
liabilities  which  have  already  accrued.  Of  course,  in 
what  I said  as  to  the  production  of  more  than  1,000 
millions  I was  thinking  of  the  continuance  of  this 
tax  during  the  current  year  at  40  per  cent.  Actually 
in  sight  and  in  published  estimates  there  is  already 
more  than  900  million  pounds. 

79.  And  the  1,000  millions  was  a rough  forecast  of 
the  total  arrears  and  collected  amounts  and  the  new 
amount  for  this  year,  I suppose? — That  is  so,  yes. 

80.  With  regard  to  the  48,000  Super-tax  payers, 
would  you  just  tell  us  so  that  we  might  have  it  on 
record  what  reduction  has  taken  plaoe  in  the  basis 
of  assessment  during  the  last  five  years  ? At  first  the 
assessment  was  only  on  incomes  above  £5,000  a year? 
—Yes. 

81.  Then  it  was  dropped  to  an  assessment  on  in- 
comes above  £3,000  a yearP — That  is  so. 


82.  What  year  was  that? — That  occurred  for  the 
financial  year  ended  an  April,  1915.  In  that  year  we 
got  15,000  additional  Super-tax  payers  whose  income 
ranged  from  £3,000  to  £5,000  a year. 

83.  Then  there  was  a further  change  made  later? — 
Yes,  it  was  made  in  the  Finance  Act  of  last  year  and 
took  effect  for  the  financial  year  which  has  just  ended. 
For  that  year  we  got  11,200  additional  taxpayers 
whose  incomes  varied  from  £2,500  to  £3,000  a year. 

84.  Did  you  bring  the  £2,500  a year  man  in?— Yes, 
we  brought  him  in  for  the  last  financial  year. 

85.  Not  the  £3,000  man  and  taxed  him  back  on  his 
£500? — No.  Until  the  outbreak  of  war  we  had  Super- 
tax payable  only  by  persons  whose  total  incomes  ex- 
ceeded £5,000  a year.  At  the  beginning  of  the  war 
we  brought  in  a new  class  of  taxpayers,  those  whose 
income  fell  between  £3,000  and  £5,000,  and  we  got  a 
certain  number  of  additional  cases  in  that  way . Then 
last  year  we  took,  in  addition,  those  taxpayers  whose 
incomes  fell  between  £2,500  and  £3,000  and  we  are 
now  charging  those  with  Super-tax. 

86.  That  is  the  48,000  that  you  estimate  ?— The 

48.000  is  the  total  number  including  those  whose  in- 
comes are  between  £2,500  and  £3,000 

87.  And  you  are  not  able  possibly  yet  to  itell  us  what 
amount  of  the  increase  from,  say,  35,000  to  48,000  is 
due  to  the  bringing  'in  of  the  lower  incomes? — Yes, 

11.000  roughly  were  people  whose  incomes  were  be- 
tween £2,500  and  £3,000,  and  roughly  18,000  were 
people  whose  incomes  were  between  £3,000  and  £5,000. 

88.  With  regard  to  Double  Income  Tax  you  refer 

to  a contribution — the  contribution  being  to  a common 
fund;  what  common  fund  is  there? — What  I meant 
was  this : the  taxpayer  is  contributing  to  two 

revenues.  I agree  they  are  quite  separate,  the  one  is 
the  Home  Country  and  the  other  is  the  Colony. 

89.  There  is  no  common  fund? — There  is  no  actual 
common  fund,  but  may  I put  it  in  this  way  ? If  there 
is  a hardship,  it  seems  ito  me  that  the  hardship  may 
be  defined  as  contributing  to,  let  me  say,  two  funds 
that  have  purposes  in  common,  namely,  the  purposes 
of  the  British  Empire. 

90.  They  are  entirely  separate  funds? — They  are 
entirely  separaite  funds. 

91.  Is  there  any  sound  reason  why  a man  who  in- 
vests in  the  Colonies  should  pay  lower  Income  Tax 
here  than  if  he  invests  in  the  United  States,  say? — 
For  my  own  part  I should  say  that  there  is  a case  to 
be  met — I do  not  say  necessarily  a strict  theoretical 
economic  case,  but  at  least  a sentimental  one. 

92.  If  a man  lives  here  and  has  money  in  land  in 
Australia  ithey  charge  him  extra  and  not  less? — Quite 
so.  That  applies  to  some  of  the  Australian  States. 
I am  not  suggesting  that  the  whole  of  the  relief  should 
necessarily  fall,  as  it  does  now,  upon  ithe  British 
Exchequer. 

.93.  If  there  is  to  be  a saving  of  tax  because  a man 
is  interested  in  both  countries,  the  present  proposal 
is  that  we  should  lose  it? — That  is  wliait  happens  under 
the  law  at  the  present  time,  subject,  of  course,  to  the 
limitation  to  3s.  6d.  That  admittedly  was  only  a 
temporary  provision. 

94.  Can  you  suggest  any  reason  in  logic  and  justice 
why  that  should  be? 

95.  Sir  E.  Nott-Bower : It  is  only  partial  relief.  If 
the  relief  is  made  complete  the  very  form  of  relief 
which  has  been  given  so  far  suggests  that  it  should 
be  shared  between  the  Colonies  and  ourselves.  We 
have  said  we  will  go  to  a certain  extent  and  we  will 
give  partial  relief.  If  the  thing  is  to  be  carried 
further,  the  question  as  to  who  shall  bear  it  has  to  be 
seriously  considered. 

96.  Sir  T.  Whittaker : At  present  it  all  falls  on  us  ? 
— That  is  so  at  the  present  time. 

97.  Sir  E.  Nott-Bower:  With  regard  to  the  general 
scope  of  the  tax,  under  our  existing  Income  Tax 
system  we  charge  Income  Tax  broadly — do  not  bother 
about  small  exceptions — on  the  whole  income  of  people 
who  are  resident  in  this  country? — Yes. 

98.  We  also  tax  all  profits  which  arise  here  even 
though  they  may  be  received  by  people  abroad? — That 
is  so. 
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99.  Either  cf  these  conditions  creates  a liability 
and  creates  full  liability? — Yes. 

100.  We  charge  the  same  rate  of  Income  Tax  in  the 
case  of  income  which  arises  here  whether  it  is  re- 
ceived by  the  person  here  or  the  person  abroad? — Yes. 

101.  That  is  if  the  person  is  resident  here  and  the 
property  is  here  we  charge  the  Income  Tax  and  we 
charge  it  once? — Yes. 

102.  If  the  profits  are  here  and  the  resident  is 
abroad  we  charge  Income  Tax,  and  we  charge  it  once? 
— That  is  so,  yes. 

103.  It  is  a simple  plan,  anyhow,  and  it  is  the  plan 
which  has  been  in  force,  I think,  ever  since  Income 
Tax  has  been  created ; but  there  are  two  different 
theories  there.  We  think  we  are  entitled  to  charge 
Income  Tax  because  the  property  is  here,  and  we 
think  we  are  entitled  to  charge  Income  Tax  because 
the  pefson  is  here,  and  even  when  both  sets  of  liabili- 
ties coincide  we  do  not  charge  anything  more.  It  is 
conceivable  that  this  tax  might  have  been  framed  as 
two  separate  taxes,  one  applicable  to  residents  in  re- 
spect to  their  own  income,  and  one  applicable  to 
profits  simply  because  they  are  made  here,  but  that  is 
not  what  we  have  done.  I just  want  to  ask  you  what 
your  view  is  with  regard  to  the  graduation.  The  tax 
is  graduated,  and  it  is  an  endeavour,  in  your  view, 
to  adjust  the  burden  of  taxation? — Yes. 

104.  To  the  ability  to  bear  it? — Yes. 

105.  In  our  modern  views  the  adjustment  is  very 
different  from  what  it  was  100  years  ago? — Yes. 

106.  And  the  burden  of  Income  Tax  is  a heavier 
burden  on  a rich  man  than  it  is  on  a relatively  poor 
man.  That  object,  which  has  been  attained  through 
the  Income  Tax,  could  have  been  obtained  in  other 
ways,  could  it  not?— Yes.  . 

107.  In  your  view  is  not  that  simply  because  the 
Income  Tax  is  the  most  convenient  method  of  arriving 
at  it? — Yes,  I quite  agree  with  that. 

108.  The  result  of  arriving  at  it  in  that  way  is  that 
people  who  are  resident  here,  and  who  have  all  the 
benefits  of  citizenship,  and  receive  large  revenues 
under  the  protection  of  the  State,  are  taxed? — Yes. 

109.  The  Income  Tax  is  really  used  as  a means  of 
adjusting  their  contribution  to  their  ability  to  pay? 
— I agree. 

110.  It  is  an  ability  tax? — Yes. 

111.  You  could  arrive  at  the  same  result,  or  en- 
deavour to  arrive  at  the  same  result,  by  imposing  a 
tax  on  the  value  of  all  articles  consumed? — Un- 
doubtedly, subject  to  this,  that  you  could  not  have 
done  it  so  well  by  that  method. 

112.  It  is  a question  of  convenience? — Yes. 

113.  When  you  are  laying  a tax  on  a thing  you  are 
not  really  taxing  the  thing,  but  you  ai’e.  taxing  the 
person  ? — Yes. 

114.  Taxes  are  paid  by  people  not  by  things? — Yes. 

115.  ilfr.  May : In  your  evidence-in-chief  , para- 
graph 27,  you  say  that  the  Income  Tax  “ has  to 
reflect  the  very  complicated  industrial  community  of 
the  present  day,  with  its  variations  in  individual  cir- 
cumstances, its  elaborate  conditions  and  its  inter- 
connectons  with  foreign  States;  and  nowhere  are 
complications  greater  and  foreign  inter-connections 
more  evident  than  in  the  United  Kingdom.”  I have 
been  greatly  interested  in  the  whole  of  your  state- 
ment, both  printed  and  verbal,  and  I should  like  you 
to  amplify  that  last  phrase  a little  more  from  the 
point  of  view  of  the  Revenue  and  as  to  the  greater 
complications.  The  question  I ask  you  is : Will  you 
explain  a little  more  fully  than  you  have  done  the 
last  phrase  of  paragraph  27  of  your  evidence  as  to  the 
nature  of  these  greater  complications  in  the  United 
Kingdom  than  in  other  countries? — I think  that,  at 
any  rate,  the  complexity  of  industrial  organisation 
is  greater  in  this  country  than  it  is  in,  shall  I say, 
Zululand.  I am  sure  of  that,  and  I think  it  will  be 
at  once  recognized  to  be  greater  than  it  is  in  a very 
large  number  of  the  civilized  communities  at  the 
present  time.  It  may  be  a question  of  opinion 
whether  our  industrial  community  is  more  complicated 
and  more  specialized,  and  whether  industry  is  con- 
ducted between  this  country  and  foreign  countries 
to  a larger  extent,  here  than  in  (say)  America,  but 


at  any  rate  it  is  a very  highly  complex  industrial  and 
commercial  community  that  we  live  in.  All  that  1 
wished,  in  referring  to  this,  was  just  to  emphasize 
the  fact  that  it  is  a little  dangerous  to  start  out  with 
a supposition  that  you  can  have  an  extremely  simple 
Income  Tax,  because  an  extremely  simple  Income  Tax 
is  a thing  which  will  not  have  been  moulded  to  meet 
all  the  varieties  of  trade  and  industry  and  life  and 
conditions  that  exist  in  so  specialised  a civilisation 
as  our  own. 

116.  Chairman : With  regard  to  land,  on  that  one 
point  how  many  different  kinds  of  income  are  derived 
from  land? — You  mean  gross,  subject  to  Income  Tax? 

117.  Mr.  May : I did  not,  in  my  thought  at  all 
events,  go  as  far  as  Zululand,  but  I did  think  that 
from  your  reference  to  foreign  countries  you  would 
be  able  to  tell  us  something  nearer  home  as  to  how 
they  compared  and  how  the  figures  were  greater. 
For  instance,  I myself  have  considered  Holland,  Ger- 
many, France  and  Belgium  intimately,  and  I should 
like  to  know  from  the  Revenue  point  of  view  what 
greater  difficulties  and  complications  you  see? — I 
daresay  that  they  are  as  great,  or  nearly  as  great, 
in  such  countries.  All  that  I said  was  that  nowhere 
were  they  greater  than  here  I was  not  endeavouring 
to  labour  any  point  in  particular.  I merely  wanted 
to  point  out  that  the  Income  Tax  has  to  live  in 
exceedingly  complicated  conditions,  and  nothing  more 
than  that. 

118.  And  I am  seeking  information ; that  is  all. 
Now,  I go  to  your  paragraph  37.  In  this  and  else- 
where in  your  observations  you  have  emphasized  the 
importance  of  collection  at  the  source? — Yes. 

119.  You  do  not  favour  any  modification  of  the 
present  practice  of  collection  at  the  source? — No.  I 
think  that  that  system  should  stand  as  a whole.  I 
believe  that,  regarded  as  a whole,  it  is  the  great 
standby  for  the  fair  and  equitable  collection  of  the 
tax  as  between  different  taxpayers. 

120.  Would  you  suggest  any  extension  of  it? — I 
have  not  anything  particularly  in  my  mind  at  the 
moment. 

121.  You  just  referred  to  complicated  industrial 
conditions,  and,  of  course,  in  other  parts  of  these 
papers  the  Income  Tax  is  worked  out  in  your  tables 
on  very  low  incomes.  The  tendency  in  the  present 
industrial  conditions  is  for  the  wages  to  rise? — Yes. 

122.  What  would  you  think  of  a system  of  collecting 
at  the  source,  providing  the  present  methods  of  apply- 
ing the  Income  Tax  to  low  incomes  is  continued,  in 
the  case  of  wages  of  industrial  workers,  for  instance, 
on  a similar  plan  to  the  National  Health  Insurance? — 
I think  that  there  are  difficulties  in  that.  The  Income 
Tax,  as  I have  said  in  an  earlier  stage  of  my  evidence, 
as  levied  upon  the  individual  is  levied  not  merely  by 
reference  to  a flat  rate,  but  it  pays  regard  to  the 
total  amount  of  his  income,  and  it  pays  regard  to  his 
family  circumstances;  therefore  the  amount  of  tax 
which  has  to  be  borne  by  a wage-earner  earning  £200 
is  not  merely  different  from  that  which  has  to  be 
borne  by  a wage-earner  earning  £250,  but  two  wage- 
earners  equally  earning  £200  may  be  charged 
altogether  different  sums  of  tax  because  one  may  have 
an  allowance  for  example,  for  childi-en  and  the  other 
not.  Merely  to  take  a flat  rate  from  all  those  various 
taxpayers  would  be  wrrong,  and  on  the  other  hand, 
to  ask  the  employers  to  deduct  from  the  employee  the 
exact  amount  of  tax  which  is  chargeable  upon  the 
wage-earner  is  open  perhaps  to  this  objection,  that 
it  may  be  held  to  disclose  too  much  to  the  employer  of 
the  personal  circumstances  of  the  employee,  so  I 
should  doubt  very  much  whether  it  would  be  right 
that  that  system  should  be  established  by  law.  It  is 
done  on  occasion  by  arrangement  between  the  em- 
ployer and  employee  where  it  is  convenient  to  both 
sides,  but  I should  hesitate  to  say  that  it  would  be 
desirable  to  carry  it  further  than  that. 

123.  As  a matter  of  fact  is  it  not  now  collected  in 
Government  factories  from  wage-earners? — It  is  done 
by  arrangement  in  some  cases. 

124.  Could  you  tell  us  the  nature  of  the  arrange- 
ment?— If  I rightly  understand,  you  are  speaking  ot 
temporary  wage-earners  in  Government  factories. 
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125.  Yes. — As  far  as  I know,  the  employer,  when 
an  agreement  has  been  arrived  at  to  that  effect, 
would  deduct  from  the  wage-earner  the  amount  of  tax 
which  he  is  liable  to  pay.  I have  not  given  any 
special  attention  to  this  subject  before  I came  down 
here.  I could  certainly  make  enquiries  and  give  you 
further  information. 

126.  In  paragraph  41  you  say:  “In  my  judgment 
the  abandonment  of  the  system  would  result  in  an 
annual  dead  loss  to  the  Exchequer  of  upwards  of  50 
million  pounds  a year  ” P — Yes. 

127.  May  I ask  you  how  you  arrive  at  that  figure? — 
This  is,  of  course,  ultimately  simply  a question  of 
personal  judgment  as  to  what  is  going  to  happen  if 
the  taxing  authority  is,  let  me  say,  blindfolded.  At 
the  present  time  somewhere  about  70  per  cent,  of  the 
total  yield  of  the  Income  Tax  and  Super-tax,  which 
is  350  million  pounds,  is  collected,  or  ultimately 
secured,  at  the  source.  If  you  abandon  taxation  at 
the  source  an  immense  area  of  taxation  will  be  swept 
right  away  from  that  automatic  method  and  would 
be  dependent  on  the  personal  return  of  individual 
taxpayers.  As  I have  said  once  before,  I have  not 
in  mind,  primarily,  fraud.  You  are  faced  indeed1,  it 
is  true,  with  fraud,  but  you  are  faced  also  with  forget- 
fulness and  ignorance  on  the  part  of  the  taxpayer, 
and  the  taxpayer  who  thinks  it  is  consistent  with  his 
duty  to  wait  until  he  is  invited  to  make  a return, 
and  the  like.  My  own  feeling  is  that  with  the  tre- 
mendously high  rates,  which  I presume  we  must 
expect  in  the  future,  if  the  whole  system  of  taxation 
at  the  source  were  simply  abolished,  the  revenue 
machine,  however  strong,  and  we  have  a strong 
machine  at  the  present  time,  although  it  could  mini- 
mise the  loss,  could  not  avert  it,  and  I feel  that  the 
whole  efficiency  of  the  collection  would  be  gravely 
impaired  and  would  very  quickly  reflect  itself  in  a 
large  loss  of  duty. 

128.  This  figure  of  50  million  pounds  simply  repre- 
sents your  estimate  of  the  extent  to  which  the  com- 
munity would  evade  the  tax?— Yes,  provided  you 
accept  my  definition  of  the  word  “ evade  ” ; that'  is  to 
say,  it  has  no  fraudulent  intention  attached  to  it, 

129.  In  some  cases? — In  the  majority  of  cases  there 
would  be  no  such  intention. 

130.  Mr.  Graham, : Is  it  not  the  case  that  in  a large 
number,  if  not  all,  of  the  controlled  establishments 
during  the  war,  Income  Tax  was  deducted  at  the 
source?  I have  more  particularly  in  mind  at  the 
moment  the  case  of  soldiers  who  were  transferred  to 
civilian  war  work.  Was  there  any  difficulty  in  col- 
lecting the  tax  in  that  way,  and  in  particular  did  any 
difficulty  arise  from  the  point  of  view  of  the  family 
circumstances  of  the  men  and  any  rebate  to  which 
those  circumstances  might  haVe  entitled  them? — As 
far  as  I know  very  little  difficulty  was  experienced  in 
those  cases  where  those  arrangements  were  made. 

101.  Could  you  tell  us  if  that  involved  a very  large 
sum  of  money  and  employed  quite  a considerable 
number  of  the  members  of  the  community  ? — No,  I am 
afraid  I cannot  speak  to  that.  Naturally,  I have  not 
come  prepared  to  speak  in  great  detail  of  the  whole 
field  of  the  Income  Tax,  but  I shall  be  very  happy 
to  make  inquiry  and  see  that  information  is  put 
before  the  Commission  on  this  subject. 

102.  The  question  is  perhaps  a little  unfair,  but  it 
is  very  important  from  our  point  of  view.  The  other 
question  I should  like  to  ask  you  refers  to  paragraphs 
M and  15  of  your  evidence.  You  state  there  that 
that  70  per  cent,  of  the  Income  Tax  at  the  moment  is 
recovered  at  the  source,  and  in  paragraph  16  you  say 
the  deduction  at  the  source  is.  at  the  rate  of  6s., 
the  full  rate? — Yes. 

103.  After  that,  of  course,  very  large  numbers  fall 
to  be  taxed  at  much  less.  In  some  cases  repayment  is 
made,  and  in  a large  number  of  cases  it  is  deducted 
afterwards.  The  question  I want  to  put  is  from  the 
point'  of  view  of  simplifying  the  machinery  or  the 
working  of  this  business,  is  there  any  reason  why, 
in  deduction  at  the  source  in  the  case  of  Income  Tax, 
there  should  not  be  such  a statement'  of  the  party’s 
position  as  would  enable  the  exact  amount  to  be 


deducted  to  a much  larger  extent  even  than  is  true 
of  the  present  system? — You  mean  you  would  like 
wherever  possible  to  secure  that  there  should  be 
deducted  by  the  person  paying  the  income,  the  exact 
amount  that  the  taxpayer  ought  to  pay? 

134.  Yes. — I think  that  subject  divides  itself  into 
two  heads:  First  of  all  there  is  that  part  of  the 
Income  Tax  which  is  collected  at  the  source  upon  land, 
and  buildings,  particularly  house  property.  In  the 
old  days  it  was  always  the  practice  to  deduct  at  the 
flat  rate  of  Is.  in  the  £ or  other  rate  in  force  for  the 
time  being,  but  in  recent  times — it  is  possible  to  deal 
with  this  without  special  legislation — we  have  made 
a practice  of  charging  the  tenant  at  a rate  of  tax 
which  corresponds  either  precisely  or  roughly  with 
the  rate  of  tax  which  will  be  ultimately  payable  by 
the  owner,  unless,  of  course,  the  owner  objects.  So 
far,  therefore,  ?s  concerns  Income  Tax  which  is 
secured  at  the  source  on  land  and  buildings,  paid  by 
the  tenant  and  deducted  from  the  landlord,  what 
you  have  suggested  is  already  done.  In  addition,  it 
is  done  under  Schedule  E.  Where  the  emoluments  of 
persons  chargeable  under  Schedule  E,  public  servants 
and  the  like,  are  dealt  with  by  deduction,  the  deduc- 
tion is  made  at  the  rate  which  the  taxpayer  will 
ultimately  be  called  upon  to  pay.  If  one  went  fur- 
ther than  that  and  tried  to  secure  that,  let  me  say, 
the  dividends  and  debenture  interest  of  public  com- 
panies, should  be  paid  to  the  thousands,  if  not 
millions,  of  recipients  at  the  rate  at  which  the  tax- 
payer is  ultimately  liable  to  pay,  the  confusion  that 
would  arise  and  the  labour  that  would  be  imposed 
upon  the  secretaries  of  companies  would,  I am  dis- 
posed to  think,  be  enormous.  I should  be  disposed 
to  say  that  the  difficulty  is  rather  one  to  be  met  in 
a slightly  different  way,  so  as  to  secure  that  every 
taxpayer,  from  whom  there  has  been  deducted  tax 
at  a rate  greater  than  that  whioh  he  is  ultimately 
liable  to  pay,  should  have  the  utmost  facilities  for 
getting  back  the  money  quickly  and  easily.  In  that 
connection  it  was  announced  by  Ministers,  if  my 
memory  is  right,  some  time  ago,  that  we  have  ear- 
marked for  devolution  as  early  as  possible  the  Central 
Claims  Branch  in  Loudon,  and  propose  to  secure  that 
the  repayment  claim  may  be  sent  by  the  taxpayer  to 
his  local  tax  office  We  also  have  already  in  force  a 
system  under  which  taxpayers  may  make  claims  half- 
yearly,  and  I think  very  likely  it  may  be  desirable 
that  that  system  should  be  extended  and  that  tax- 
payers should  be  allowed  to  make  claims  where  they 
so  desire  quarterly,  and  all  the  claims  except  the 
clearing-up  claim  at  the  end  of  the  year,  should  be  put 
forward  on  some  very  simple  basis.  That,  I think, 
practically  meets  the  difficulty  you  probably  had  in 
mind. 

135.  Mr.  Warren  Fisher : Surely  in  a very  large 
number  of  cases  there  is  no  resort  to  repayment  at 
all? — Quite  so. 

136.  Where  a professional  or  business  man  is 
assessed  direct,  and  he  is  in  receipt  of  dividends  from 
which  tax  at  too  high  a rate  is  being  deducted,  is  it 
not  the  case  that  he  gets  a set-off  in  respect  of  the 
tax  payable  under  his  direct  assessment? — That  is  so, 
and  that,  of  course,  covers  an  enormously  large  num- 
ber of  cases.  I was  speaking  purely  of  the  repayment 
claims,  which  is  the  balance  of  cases  only. 

137.  Sir  J.  Harmood-Banner : That  is  a set-off  in 
what  respect? 

138.  Mr.  Warren  Fisher : A professional  man  is 
liable  to  pay  tax  on  his  professional  income,  and  he 
is  assessed  at,  let  us  say,  £1,000.  The  tax  due  from 
him,  let  us  say,  is  £200  on  that  assessment.  He  also 
owns  investments  and  has  got  the  dividends  paid  under 
deduction  of  tax  at  the  standard  rate,  which  is  too 
high  for  him.  Tho  simple  way,  instead  of  repaying 
the  tax  to  him  on  his  dividends,  or  the  part  over- 
taxed on  his  dividends,  is  to  allow  him  to  pay  some- 
what less  than  the  tax  assessed  on  his  business.  That 
saves  the  complications  of  repayment. 

139.  Mr.  McLintock : It  is  almost  universally  done 
before  payment  of  tax  ? — That  is  so ; that  covers  the 
great  majority  of  cases  in  whioh  the  question  arises- 
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140.  Mr.  Marks : There  are  one  or  two  points  that 
I want  to  ask  you  about,  one  point  especially  which 
I hoped  would  have  come  into  your  historical  review. 
The  first  is  the  question  of  the  Income  Tax  year.  I 
think  we  must  all  have  found  in  dealing  with  the 
persons  we  wish  to  help,  female  relatives  and  other 
feeble  persons,  one  of  the  greatest  stumbling-blocks  is 
the  fact  that  the  Income  Tax  year,  the  fiscal  year, 
extends  from  April  to  April  and  never  coincides  with 
what  is  an  ordinary  business  man’s  or  private  person’s 
year;  when  did  that  arise? — I think  that  arose  at  a 
very  early  stage.  My  impression  is  that  it  has  been 
the  5th  April  for  a very  long  period. 

141.  I notice  in  this  statistical  return  of  yours 
[see  App.,  p.  13]  various  dates  are  mentioned  in- 
cluding the  5th  January? — That  is  only  in  regard  to 
Exchequer  receipts.  If  you  look  at  the  column 
which  deals  with  the  rate  in  force  for  the  year  you 
will  find  that  the  year  is  the  year  from  the  5th  April. 

142.  Have  you  any  idea  how  long  it  does  go  back? 
Is  it  p re-historic?.  Is  it  the  Roman  new  year  or  is 
it  any  other  new  year  ? — I should  hesitate  to  say  that, 
but  the  5th  April  as  differing  from  the  25th  March, 
I imagine,  refers  back  to  the  reform  in  the  calendar 
when  we  lost  or  gained  11  days. 

143.  That  was  about  the  middle  of  the  eighteenth 
century  ? — Yes. 

144.  Mr.  Kerly : It  is  the  Revenue  year,  is  not  it? — 
Yes,  and  the  Revenue  year  has  been  the  same  for 
many  decades. 

145.  Mr.  Mackinder:  Is  not  there  a difference 
between  the  31st  March  and  the  5th  April ; are  not 
there  two  years  for  Revenue  purposes? 

146.  Mr.  Kerly : I beg  your  pardon;  I did  not 
know  it  was  a question  of  odd  days. 

147.  Chairman:  You  have  raised  a very  important 
discussion,  Mr.  Marks. 

148.  Mr.  Marks : I think  it  is  a matter  of  the 
greatest  interest  and  importance  to  public  companies 
and  to  private  people,  and  perhaps  I might  be  allowed 
to  pursue  it  further.  Your  suggestion  is  that  it  was 
previously  the  25th  March,  and  that  in  the  reform 
of  the  calendar  it  got  put  on  to  the  5th  April? — 
I think  that  is  quite  possible,  at  any  rate. 

149.  Is  not  there  some  distinction,  even  in  Govern- 
ment fiscal  years,  between  the  1st  April  and  the 
5th  April? — Yes,  the  5th  April  is  the  Income  Tax 
year  and  the  Inhabited  House  Duty  year,  but  the 
financial  year  to  which  the  Budget  accounts  are  made 
is  the  31st  March. 

150.  The  Treasury  year  ends  on  the  31st  March? — 
Yes. 

151.  And  the  Inland  Revenue  year  so  far  as  Income 
Tax  or  so  far  as  other  things  are  concerned? — It  is 
Income  Tax  and  Inhabited  House  Duty.  Those  are 
the  two  annual  duties  we  are  primarily  concerned 
with. 

152.  Would  there  be  any  insuperable  objection  to 
altering  the  fiscal  year,  if  not  to  coincide  with  the 
ordinary  taxpayer’s  year,  to  coincide  with  the 
Treasury  year? — Any  “ taxpayer’s  year  ” after  all  is 
only  the  year  of  some  taxpayers ; about  50  per  cent, 
of  business  men  make  up  their  accounts  to  the 
31st  December. 

153.  I grant  that? — And  about  30  per  cent,  to 
March.  I think  there  would  be  a good  deal  of  diffi- 
culty in  making  the  alteration  to  December.  It 
looks  to  me  at  first  sight  as  though  one  result  would 
be  that  for  one  year  the  receipt  of  Income  Tax  would 
have  to  be  limited  to  three-quarters  of  the  normal 
receipt,  and  that  would  probably  lie  a serious  matter 
from  the  point  of  view  of  national  finance.  To  alter 
it  to  the  31st  March  would  probably  be  a small  matter. 
I should  imagine  it  could  be  done. 

154.  I am  rather  disappointed  to  hear  you  say  that 
in  your  view  it  would  be  impossible  to  alter  it  to  the 
31st  December,  because  although  many  businesses, 
as  you  say,  30  per  cent.,  or  at  any  rate  a fairly  large 
proportion,  make  up  their  accounts  to  the  31st  March, 
do  not  you  think  that  is  probably  due  to  the  fact  that 
the  Income  Tax  year  is  approximately  ending  then, 
and  that  if  the  Income  Tax  people  could  see  their 
way  to  alter  the  end  of  their  year  the  businesses 
would  do  so?  I can  assure  you  so  far  as  my  own 


experience  goes  and  in  my  own  business  the  tendency 
is  always  to  make  the  financial  year  end  on  the  31st 
December,  and  most  people  are  altering  their  financial 
year  to  that  date. 

155.  Sir  T.  Whittaker : Is  it  not  a fact  that  this 
fixing  of  the  date  in  March  was  merely  a device  of 
Mr.  Robert  Lowe  to  get  five  quarters  Income  Tax 
in  the  one  year? — I think  that  was  when  the  quarterly 
payment  was  done  away  with. 

156.  That  was  so;  he  got  five  quarters  in  one  year. 

157.  Mr.  Marks:  Is  any  evidence  coming  from  your 
legal  department? — I have  not  given  any  considera- 
tion to  that  question  so  far. 

158.  Perhaps  I ought  to  ask  you  that,  Sir. 

159.  Chairman:  What  is  that? 

160.  Mr.  Marks : If  there  is  a legal  witness  coming ; 
there  are  several  minor  points  of  a legal  character 
which  I should  like  to  get  cleared  up  as  a sort  of 
preliminary. 

161.  Chairman:  If  you  will  put  them  in  writing  we 
will  see  if  they  can  be  answered. 

162.  Mr.  Marks : Perhaps  if  I ask  one  or  two  points 
Mr.  Hopkins  would  see  what  the  character  of  the 
thing  is. 

163.  Chairman : Yes. 

164.  Mr.  Marks : There  is  constant  mention  in  the 
Act  of  “ profits  or  gains  ” and  in  some  cases  “ profits 
and  gains  ” ? — Yes. 

165.  Implying  that  in  some  connections  they  are 
alternative  or  possibly  have  the  same  meaning,  and 
in  others  they  are  a different  thing.  Is  there  any 
special  virtue  in  the  distinction? — I think  there  is 
judicial  authority  for  saying  that  virtually  they 
mean  the  same  thing. 

166.  In  the  new  Act,  if  we  ever  get  one,  they 
might  be  described  as  the  same  thing? — I think  so. 

167.  I have  forgotten  where,  but  I notice  in  one  of 
your  memoranda  you  speak  of  “ income  or  profits,” 
rather,  I think,  as  if  they  were  the  same  thing? — It 
is  just  possible  that  I was  using  language  loosely 
there ; I am  sorry  if  it  is  so. 

168.  I should  think  it  very  unlikely.  It  is  in 

Paragraph  4 of  “ The  Existing  Income  Tax  System  ” 
[see  App.,  p.  4].  When  you  talk  of  classification 
of  “ income  or  profits  ” I conceived  that  there  might 
be  a distinction  there,  but  in  the  last  line  but  three 
you  say:  “These  five  descriptions  of  income  or 

profits”? — Frankly,  I think  I was  becoming  just  a 
little  colloquial;  that  is  all.  I had  no  definite  tech- 
nical distinction  in  mind. 

169.  Is  there  any  distinction  between  “ interest  and 
discount,”  say,  and  “ profits  of  interest  and  dis- 
count ” ? — I think  that  is  a very  technical  question 
to  throw  at  me,  if  I may  be  allowed  to  say  so,  but 
speaking  on  the  spur  of  the  moment  I doubt  whether 
there  is  any  substantial  difference. 

170.  Then  another  historical  question,  partly  his- 
torical and  partly  legal.  When  was  it  decided  that 
interest  was  taxable  as  interest;  could  you  tell  me 
that? — From  the  beginning.  I think  the  charge  upon 
interest  is  clear  in  Case  3 of  Schedule  D. 

171.  That  was  not  quite  my  point.  Perhaps  I may 
explain  a little  further.  There  was  a case  in  which  a 
Life  Insurance  office  was  engaged,  the  Clerical,  Medi- 
cal and  General  Life  Assurance  Society  versus  Carter, 
I think,  which  did  establish  that  as  a principle,  as  I 
have  always  understood.  I think  it  went  to  the  Court 
of  Appeal.  What  I want  to  know  is  whether  that  did 
establish  that  principle,  as  an  interpretation  of  the 
Act  of  course,  or  whether  there  is  any  other  case,  or 
whether  it  dated  back  before  then? — No.  I think  the 
Clerical  and  Medical  was  the  first  of  those  cases. 

172.  What  I rather  ought,  perhaps,  to  have  asked 
was  whether  the  Clerical  and  Medical  case  was  the 
leading  case  which  decided  that  interest  was  taxable 
as  such? — That  is  so. 

173.  Could  you  tell  me,  are  there  any  other  subjects 
of  taxation  which  are  in  pari  materia  with  interest  in 
*that  connection,  which  have  been  decided  to  be  tax- 
able as  such,  other  than  interest? — Schedule  D ex- 
tends to  a great  deal  more  than  commercial  profits. 

174.  Yes. — There  is  a charge  upon  interest:  there 
is  a charge  upon  rents  and  dividends — property  of 
all  kinds  coming  into  this  country. 
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175.  Of  course,  Schedule  D is  tremendous? — In- 
come Tax  as  a whole  is  not  limited  in  any  way  to  com- 
mercial profits.  I think  possibly  you  have  in  mind 
the  case  of  concerns  which  are  engaged  commercially 
and  are  yet  assessed  upon  interest. 

176.  Yes,  that  is  so.  I dare  say  I am  quite  wrong, 
and  I am  asking  purely  for  information  at  the 
moment.  It  seems  to  me  that  decision  established 
that  interest  was  taxable  as  such,  just  as  tobacco  is 
taxable  as  tobacco,  or  Bugar  as  sugar.  Am  I wrong 
in  that,  or  is  that  the  effect  of  that  judgment? — 
Just  as  the  income  from  land  is  taxed,  or  just  as  the 
income  from  foreign  possessions  is  taxed. 

177.  No;  I think,  to  my  mind,  it  goes  a little 
further  than  that,  because  then  you  are  taxing  in- 
come ; but  I am  not  going  to  press  it  any  more.  That 
is  one  of  the  difficulties  which  I have  in  following  this 
complicated  matter.  There  is  another  point  which  I 
should  like  to  ask  you.  Has  there  been  any  defini- 
tion of  what  constitutes  income?- — I do  not  think  that 
in  any  of  the  decided  cases  there  has  been  any  com- 
prehensive definition. 

178.  There  is  nothing  to  show  whether  sums 
received  in  certain  connections  are  income  and  others 
are  not ; there  are  no  criteria  by  which  you  may  judge 
what  is  income  and  what  is  not,  as,  for  instance,  that 
the  thing  must  be  reduced  into  your  possession  and 
be  capable  of  being  spent  by  you,  and  so  on?— You 
have,  of  course,  I was  going  to  say,  a whole  volume 
of  statutory  definition  upon  it;  upon  individual 
aspects  of  it  you  have  a great  mass  of  case  law. 

179.  But  there  is  no  general  definition  of  income, 
that  you  know  of? — No,  beyond  profits  and  gains. 

180.  That  is  another  question  that  ought  to  go  to 
the  legal  side? — Yes. 

181.  Mr.  Synnott:  On  the  question  of  double  taxa- 
tion, apart  from  the  question  of  sentiment,  which  you 
alluded  to  as  regards  the  grievance  to  the  individual 
taxpayer,  that  would  be  the  same  as  regards  Double 
Income  Tax  in  France,  where  we  know  there  is  an 
Income  Tax,  or  in  America? — You  certainly  get 
double  taxation  wherever  you  get  inter-trade  relations. 

182.  From  the  point  of  view  of  the  Revenue,  who 
wants  the  money,  and  the  taxpayer  who  pays  it, 
there  is  just  as  great  a grievance  in  the  case  of 
Double  Income  Tax  in  France  or  America  as  there 
would  be  in  the  Colonies?— Yes,  unless  you  attach 
importance  to  the  view  that  the  grievance  lies  in 
the  double  contribution  to  the  fund  for  the  common 
purpose. 

183.  You  spoke  of  common  fund.  The  common 
fund,  of  course,  is  really  the  fund  for  the  war.  While 
the  Income  Tax  was  low,  the  grievance  was  not  very 
great,  and  was  not  considered  so  much? — No. 

184.  It  might  be  said,  in  the  case  of  France  or 
America,  there  is  also  a common  fund? — I should  not 
necessarily  agree  that  the  common  fund  is  for  the 
war ; that  is  not  the  only  thing. 

185.  With  regard  to  some  figures  you  promised  us, 
could  you  give  us  these  figures,  if  the  Chairman  will 
allow  it?  What  I should  like  are  figures  as  to  the 
loss  to  the  Revenue  by  graduation  and  by  differentia- 
tion since  1907.  You  pointed  out  that  from  the 
Committee  of  1906,  both  graduation  and  differentia- 
tion largely  increased  in  that  year? — Yes. 

186.  The  great  extension  of  differentiation  and 
graduation  was  previous  to  the  war,  when  not  so  much 
Revenue  was  required.  Could  you  give  me  the  figures 
showing  the  loss  to  the  Revenue  by  graduation  and 
differentiation  since  1907? — I am  bound*  to  say  I feel 
great  difficulty  in  that.  What  assumptions  am  I to 
take?  Am  I to  take  this  assumption,  that  but  for 
this  extension  of  graduation  and  differentiation,  In- 
come Tax  at  the  present  time  would  be  charged  upon 
all  incomes  at  6s.  in  the  £ subject  only  to  the  old 
abatements. 

187.  No,  pardon  me.  If  you  will  just  give  it  to  me 
for  each  year  it  will  do.  Take  the  Income  Tax  in  a 
particular  year,  1911-1912 ; what  has  been  the  effect 
of  the  graduation  and  differentiation  in  each  year? 

188.  Chairman : Can  you  do  that  now,  or  could  vou 

get'  that  for  Mr.  Svnnott? — I could  put  in  curves, 
perhaps,  which  would  show  it.  App.  No  11.] 


189.  Mr.  Synnott : You  are  not  here,  I suppose,  to 
give  answers  on  questions  of  policy  60  much? — I was 
mainly  concerning  myself  at  the  present  time  with 
the  position  to-day. 

190.  I call  attention  to  Paragraph  17  of  the  Report 
of  the  Committee  in  1906.  [See  App.,  p.  54.]  They 
said  at  the  end,  referring  to  the  question  of  the 
pra'cticability  of  extending  the  then  existing  system 
of  abatements,  that  there  are  limits  beyond  which  it 
cannot  conveniently  and  usefully  be  extended : 

“ Those  limits  ” — that'  is  the  limits  of  abatement — 

“ will  be  reached  when  the  total  amount  of  the 
abatements  become  such  as  to  require  a large  increase 
in  the  normal  or  foundation  rate  of  tax,  and  the 
amount  of  the  income  to  which  the  system  of  abate- 
ment is  extended  reaches  a figure  which  would  involve 
the  serious  inconvenience  to  the  taxpayers  themselves 
and  to  commerce  generally,  of  collecting  large  sums  of 
returnable  money.”  I understand,  with  regard  to 
that  inconvenience,  of  the  Treasury  having  a large  sum 
of  money  which  they  have  to  return,  that  has  been 
considerably  abated? — Undoubtedly. 

191.  Well,  I will  not  dwell  upon  that.  Have  you 
anything  to  say  on  the  policy  of  extending  the  system 
of  abatements  and  differentiation  at  the  very  time 
that  the  Revenue,  for  war  purposes1,  required  to  be 
increased?  You  notice  that  paragraph;  it  is  the 
Report  of  the  Committee? — Yes. 

192.  This  was  before  the  war,  1907? — The  object,  as 
I conceive,  of  differentiation  and  graduation,  particu- 
larly graduation,  is  to  fit  the  burden  to  the  back,  and 
when  rates  are  increased  to  the  enormous  extent  that 
they  have  necessarily  been  increa'sed  during  the  war, 
it  seems  to  me  that  the  old  system  of  graduation 
which  was  adequate  against  the  Is.  rate,  may  be 
quite  inappropriate  and  insufficient  against  a rate 
such  as  we  have  at  the  present  time.  Whether  the 
present  limits  and  character  of  the  graduation  and 
differentiation  are  right,  or  whether  they  should  be 
modified  in  the  future,  is,  I do  not  doubt,  a matter 
that  the  Commission  would  like  to  consider. 

193.  Chairman:  That  we  should  have  to  deal  with. 
— But  that  something  had  necessarily  to  be  done 
during  these  recent  years,  seems  to  me,  if  I may  say 
so,  to  be  obvious. 

194.  Mr.  Synnott:  We  have  to  raise  a large 
amount  of  Revenue,  a definite  sum.  Have  you  any- 
thing to  say — later  on  perhaps  you  can  say  it — 
upon  the  policy,  at  the  very  time  that  you  have  to  do 
that,  of  extending  the  system  of  differentiation  and 
graduation  ? — Do  you  mean  as  regards  future  policy  ? 

195.  Yes? — Yes,  we  have  to  consider  that.  Taking 
the  assumption  that  a certain  sum  has  to  be  raised  out 
of  the  Income  Tax,  the  whole  question  of  graduation 
and  differentiation  must  be  looked  at  as  a whole. 
It  is  a very  big  subject,  and  one  on  which  we  should 
wish  very  likely  to  lay  considered  evidence  before  you 
at  a later  time. 

196.  You  are  aware,  of  course,  that  Sir  Robert  Peel, 
Mr.  Gladstone,  Mr.  Lowe,  and  Mr.  Disraeli— I might 
add  him — and  Mr.  John  Stuart  Mill  were,  some  for 
economic,  and  others  for  political  reasons,  all  opposed 
to  a great  extension  of  a system  of  differentiation  and 
graduation,  on  the  ground  that  it  would  destroy  the 
tax? — A system  of  graduation  rather  than  differentia- 
tion, at  any  rate  as  regards  John  Stuart  Mill.  Might 
I also  say  this  : that  since  the  days  of  John  Stuart  Mill 
and  those  you  have  named,  a good  deal  of  water  has 
flowed  under  the  bridges. 

197.  I quite  agree,  but  as  regards  differentiation, 
can  you  logically  distinguish  between  earned  incomes 
and  unearned  incomes? — I am  sure  you  will  not  expect 
me  to  go  into  the  whole  of  a subject  which  was  exa- 
mined for  many  weeks  by  the  Dilke  Committee  in 
1906.  The  Dilke  Committee  were  concerned  originally 
with  “ lazy  ” and  “ industrious  ” 'incomes,  “ spon- 
taneous ” and — I forget  the  other  term — “ per- 
manent ” and  “ precarious  ” incomes,  and  finally  they 
hit  upon  the  terms  “ earned  ” and  “ unearned,”  in 
which  they  had  a distinction  in  mind  which  they  did 
not  attempt  to  define  very  exactly,  and  they  admitted 
that  a very  precise  definition  was  impossible.  But,  I 
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think,  broadly  speaking,  it  may  be  said  that  an 
earned  income,  and  an  unearned  income,  is  a thing 
which  you  know  when  you  see  it,  and  the  charge  of 
a lower  rate  of  tax  upon  the  earned  income,  in  my 
judgment,  undoubtedly  accords  with  public  sentiment 
at  the  present  time.  But  whether  the  amount  of  the 
differentiation — the  line  running  all  through  the  scale 

os  right’  or  should  be  altered,  is  no  doubt  a matter 

for  consideration. 

198.  That  Committee  had  to  abandon  the  question 
of  “ precarious  ” and  “ permanent,”  and  make 
another  distinction  of  their  own,  and  in  paragraph 
15  of  your  historical  summary  [see  App..  p.  55]  you 
say  the  Committee,  when  reporting,  admitted  it  was 
not  easy  to  make  a logical  distinction? — That  is  so. 

199.  And  they  thought  dt  would  be  an  acceptable 
working  distinction  if  private  traders’  incomes  were 
“earned,”  and  profits  of  companies  “unearned”; 
but  it  is  absolutely  illogical,  if  I may  be  allowed  to 
say  so? — I do  not  think  it  was.  This  was  the  best 
effort  they  could  make  to  arrive  at  a reasonable  work- 
ing distinction  for  the  purpose  of  a working  world. 

200.  Was  it  a successful  effort? — On  the  whole,  I 
should  say  it  did  pretty  well. 

201.  Having  regard  to  the  way  in  which  businesses 
are  carried  on  by  public  companies  now,  really  in  all 
but  form  private,  in  what  sense  can  it  be  said  to  be 
true  that  because  a business  is  carried  on  by  a public 
company  it  is  unearned,  and  by  a private  person  it  is 
earned? 

202.  Chairman : We  will  let  Mr.  Hopkins  have  a few 
days  to  think  over  that. 

203.  Mr'.  ArmitageSmith : If  you  will  be  kind 
enough  to  look  at  Table  X of  your  statistics  [see 
App.,  p.  26],  there  are  some  details  given  as  to 
Super-tax  from  the  year  1909-1910,  up  to  the  present 
time? — Yes. 

204.  May  we  have  similar  figures  for  Income  Tax 
payers  in  each  category?  By  “ each  category  ” I 
mean  persons  who  pay  at  each  rate,  or  alternatively, 
if  that  is  inconvenient  to  you,  persons  within  certain 
limits  of  income,  which  we  might  perhaps  leave  you 
to  prescribe? — Yes,  subject  to  this:  I am  not  sure 
that  I could  even  attempt  to  give  iit  for  all  of  these 
years.  The  calculation  is  a very  difficult  statistical 
one,  and  I should  have  to  put  it  in  under  reservations, 
but  I will  certainly  arrange  to  put  in  something  on 
those  lines,  if  you  so  wish. 

205.  I would  rather  leave  that  to  the  witness. 
What  I want  to  get  at  is  the  distribution  of  tax 
between  the  various  categories  of  taxpayers. 

206.  Chairman : You  will  do  that? — I will  do  the 
best  I can.  [Nee  App.  No.  11.] 

207.  Professor  Pigou:  It  is  explained  in  the 

memorandum  that  undistributed  profits  are  taxed  at 
a flat  rate.  What  happens  if  the  company  after- 
wards distributes  those  profits  in  a later  year? — Pro- 
vided that  they  are  distributed  in  the  form  of  profits, 
and  they  are  not  distributed  in  the  form  of  capital, 
they  then  cease  to  be  undistributed  profit  and  become 
distributed  profit : Income  Tax  is  deducted  from  them 
as  the  profits  go  out,  and  they  thereupon  form  the 
income  of  individuals. 

208.  They  are  taxed  at  the  rate  of  the  year  in 
which  they  are  distributed? — They  form  part  of  the 
income  of  the  taxpayer  for  the  year  for  which  he 
receives  them. 

209.  It  is  explained  also  in  the  memorandum  that 
War  Loan  held  by  foreigners  is  of  course  not  subject 
to  tax ; but  if  a foreigner  holds  shares  in  Municipal 
Stock  or  an  English  company,  he  is  ? — Yes,  he  is  liable 
at  the  ordinary  6s.  flat  rate.  That  was  based  upon 
the  decisions  of  the  Ritchie  Committee. 

210.  Does  that  not  leave  a danger  that  an  English- 
man owning  War  Loan  might  exchange  it  with  a 
foreigner  for  shares  in  an  English  company,  and  that 
there  would  be  a loss  to  the  Revenue  and  a profit  to 
these  people? — I think  that  is  so.  Of  course,  the 
decision  to  issue  War  Loan  under  the  conditions  in 
which  it  was  issued  during  the  war,  and  the  considera- 
tions governing  it,  were  nor  Revenue  considerations. 
It  was  done  for  very  special  and  urgent  reasons  con- 


nected with  the  war.  From  the  point  of  view  of  the 
Revenue,  future  issues,  I think  undoubtedly  should 
all  be  under  the  ordinary  form  of  deduction  of  tax 
under  Schedule  C. 

211.  What  I wanted  to  get  at  rather  is  how  im- 
portant this  is  now  that  things  are  free.  Is  there 
any  knowledge  of  how  much  of  such  things  as  English 
Municipal  loans  foreigners  hold,  because  otherwise 
there  might  be  a considerable  transfer,  which  would 
mean  a large  loss  of  Revenue? — The  whole  question 
is  extraordinarily  difficult.  I do  not  think  I can 
undertake  to  attempt  an  estimate  whioh  would  be  at 
all  reliable  upon  that  subject.  [Nee  App.  No.  11.] 

212.  You  would  not  be  able  to  say  whether  you 
think  the  risk  is  an  important  one,  and  one  that 
ought  to  be  dealt  with  quickly? — Certainly,  I will 
see  that  it  is  looked  into,  and  if  we  can  do  anything 
in  the  way  of  expressing  an  opinion,  we  will. 

213.  Could  you  tell  me  what  the  exact  process  is  by 
which  the  graduation  scale  is  arrived  at?  Is  it 
arrived  at  from  any  formula? — No,  I do  not  think  it 
is  arrived  at  from  a formula.  Of  course  there  are 
mathematicians  in  the  world,  and  I believe  particu- 
larly in  Holland,  who  work  out  by  abstruse  mathe- 
matical formulae  the  exact  measure  of  taxation  that 
ought  to  be  put  upon  different  backs.  For  my  own 
part,  I should  say  that  how  much  in  relation  to  each 
other  different  taxpayers  should  pay,  is  not  a question 
of  mathematics,  but  a matter  of  common  judgment  ; 
and  the  value  of  a formula  merely  comes  in,  after  you 
have  arrived  at  a conclusion  by  the  exercise  of  judg- 
ment as  to  the  general  lines  of  your  graduation,  for 
the  advantages  it  can  give  in  providing  that  your 
curve  is  smooth  within  the  general  lines  that  you 
have  previously  decided  upon. 

214.  What  actually  happens  is  the  thing  is  gener- 
ally discussed  by  the  Revenue  officials  as  a matter  of 
judging  the  expediency  of  each  particular  jump,  and 
things  of  that  sort;  there  is  nothing  behind? — These 
things  are  decided  by  the  Government  ultimately,  are 
they  not? 

215.  Mr.  Maclcinder : I have  only  two  points,  and 
the  first  one  relates  to  data  which  it  seems  to  me 
might  be  valuable,  and  that  we  should  have  them. 
On  Table  VIII  of  the  statistics  you  put  in  [see  App., 
p.  24]  I find  the  heading  “ Income  Tax  repayments.” 
Take  that  series  of  columns.  I take  it  they  give  you 
really  duplicates  in  the  case  of  the  total/  Take  for 
instance  1918-1919,  a total  of  a million  and  a half, 
adding  up  the  numbers  of  that  succession  of  columns. 
I take  it  the  number  of  taxpayers  involved  is  a very 
much  smaller  number  than  the  million  and  a half? — I 
think  that  is  so. 

216.  Have  you  any  idea  of  the  total  number  of  tax- 
payers making  claims  for  repayment? — I am  afraid 
I cannot  give  you  a figure  now,  but  I have  no  doubt 
we  could  provide  the  figures. 

217.  It  may  be  that  I have  missed  it,  but  I do  not 
find  anywhere  in  the  statistics  any  statement  made 
as  to  the  total  number  of  taxpayers? — No,  but  that, 
I think,  will  perhaps  form  part  of  the  statement 
which  I have  just  promised  to  try  to  get  out,  dividing 
incomes  and  taxpayers  into  classes.  [See  App.  No. 
11.] 

218.  So  that  we  should  then  be  able  to  see  the  pro- 
portion of  the  total  number  of  taxpayers  who  make 
claims  for  repayment? — Yes. 

219.  It  seems  to  me  that  is  a very  important  thing? 
— I will  see  that  that  figure  is  included. 

220.  Can  you  give  us  at  the  same  time,  when  you 
are  giving  us  those  figures,  any  estimate  of  the  cost 
in  which  the  Department  is  involved  in  adjusting 
those  repayments? — Undoubtedly  we  can;  it  is  quite 
a small  figure,  of  course.  [See  Ann.  No.  11.] 

221.  I will  tell  you  what  I was  leading  up  to,  really, 
as  to  whether  you  could  not  help,  not  the  large  tax- 
paying companies  who  can  afford  accountants,  but  the 
small  people  who  are  making  the  repayment  claim?. 
I will  put  it  in  another  way : can  you  give  us  any 
idea  of  the  number  of  people  who  do  not  reclaim 
because  of  the  complexity  of  the  system,  and  who 
really  lose  money  to  the  Revenue? — I think  in  the  old 
days,  when  the  amounts  involved  were  not  large,  there 
were  a good  many,  but  I believe  the  numbers  now  are 
very  small  indeed. 
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222.  Do  you  think  that  these  people  go  to  agents 
and  have  to  pay  those  agents? — Not  to  any  large 
extent,  no.  Many  of  them  are  already  helped  by  the 
Surveyor  of  Taxes,  and  we  are  hoping  to  extend  that 
Bystem,  so  that  taxpayers,  to  a larger  extent  than 
now,  will  naturally  go  to  the  Surveyor’s  office  for  the 
purpose  of  getting  advice  in  filling  up  forms. 

223.  The  only  other  point  is  with  reference  to  a 
question  put  to  you  by  Professor  Pigou  just  now.  If 
vou  assume  a company  to  have  made  a certain  amount 
of  profit  it  will  be  taxed,  will  it  not,  on  the  whole  of 
that  profit,  whether  it  distributes  it  or  not  in  a given 
year  ? — Yes. 

224.  Supposing  it  reserves  a certain  amount  of 
profit,  and  in  a future  year,  for  some  reason  or 
another,  it  distributes  to  its  shareholders  more 
profits  than  it  actually  makes  in  that  year.  How  will 
the  Income  Tax  be  passed  on  in  that  case  to  the  share- 
holders? I know  of  a case  where  that  has  happened. 

I think  what  will  actually  happen  in  practice  is 

that  Income  Tax  will  be  deducted  from  the  whole  of 
the  dividend  which  is  paid  to  the  shareholders,  so 
that  looking  at  that  year  by  itself,  the  company  will 
have  deducted  more  Income  Tax  than  it  has  paid. 

225.  The  company  will  make  a profit  on  Income 
Tax? — But,  as  I understand,  there  are  previous  years 
in  which  the  company  has  paid  more. 

226.  At  a different  rate,  possibly? — Yes,  that  does 
happen. 

227.  Mr.  Birley : I have  one  point  to  ask  you  with 
regard  to  your  paper  on  the  Existing  Income  Tax 
System.  In  paragraph  5 [see  App.,  p.  4]  as  to 
graduation  and  differentiation,  you  are  referring  to 
people  living  abroad,  and  under  (5)  you  say:  “In 
the  case  of  a large  income  the  resident  abroad  who 
is  technically  chargeable  to  Super-tax  can  seldom  be 
made  to  pay  the  tax.”  What  is  the  difficulty? — The 
difficulty  is  that  you  cannot  get  at  him. 

228.  But  he  has  property  here  on  which  he  is 
charged? — Yes.  Income  Tax  is  chargeable  by  deduc- 
tion at  the  source,  but  Super-tax  is  charged  by  direct 
assessment.  All  you  can  do  is  to  assess  the  amount  of 
his  income  and  write  a letter  and  say  that  Super-tax 
is  payable,  but  whether  he  will  actually  pay  it  or  not, 
is,  of  course,  a different  matter. 

229.  But  with  his  property  here,  cannot  that  be 
attached?  Cannot  he  be  assessed  on  the  assumption 
that  it  is  at  the  higher  rate  of  Super-tax,  and  the 
onus  be  left  on  him  to  prove  that  he  is  not  liable  to 
that? — There  is  no  power  in  the  law  at  present  to  do 
that. 

230.  There  is  a leakage  in  that  case? — There  is 
undoubtedly  a leakage. 

231.  Chairman : Would  you  bring  that  point  up 
when  we  discuss  it,  Mr.  Birley? 

232.  Mr.  McLintoch : In  paragraph  33  of  your 
evidence-in-chief  you  refer  to  the  existing  method  of 
taxation  of  trading  concerns.  I think  you  agree 
that  the  most  fruitful  source  of  revenue  is  under 
Schedule  D,  which  is  given  in  your  statistics  at 
Table  VII  [see  App.,  p.  23]  as  amounting  to  62  per 
cent,  of  the  total  income  from  Income  Tax? — Yes. 

233.  184^  millions? — That  is  so. 

234.  The  point  I wanted  to  ask  you  there  was,  at 
the  present  time  you  have  various  methods  of  assessing 
that  tax.  You  assess  it  on  the  basis  of  one  year, 
sometimes  the  actual  year,  sometimes  the  preceding 
year,  and  then  again  you  have  the  three  years’  average 
and  the  five  years’  average.  I do  not  know  whether 
you  are  prepared  to-day  to  make  any  suggestion  as 
to  the  simplification  of  the  assessment  of  trading 
concerns? — You  are  asking  me  a very  big  question  to 
deal  with  in  a very  few  moments. 

235.  No;  I do  not  ask  you  to  do  it  to-day.  Prob- 
ably it  is  a point  that  someone  will  oome  along  and 
deal  with ; it  is  a very  important  question  ? — Thau  is 
just  what  I think.  I thought  that  probably  at  some 
later  stage  the  Commission  would  like  to  have  con- 
sidered evidence  from  us. 

236.  Chairman:  Will  you  take  a note  of  that? — 
Yes;  it  is  a matter  we  have  been  considering  for  e 

I long  time,  naturally. 


237.  Mr.  McLintoch : On  paragraph  35  of  your 
evidence-in-chief  there  is  one  point.  You  refer  to  the 
leakage  of  the  Super-tax  which  at  present  occurs 
through  non-distribution  of  profits  as  income? — Yes. 

238.  You  have  already  been  asked  some  questions 
with  regard  to  the  number  of  Super-tax  payers? — 
Yes. 

239.  Could  you  explain  just  in  a word  the  method 
by  which  that  is  evaded? — I think  there  are  three 
things  we  should  like  to  bring  before  your  notice. 
One  is  the  case  where  a trader,  owning  a very  valuable 
business,  has  turned  it  into  a private  company,  and 
does  not  distribute  the  whole  of  the  profits  out  of 
the  company  into  his  own  pocket.  They  remain  there 
in  reserve.  Sometimes  he  may  borrow  money  from 
the  company  instead  of  distributing  profit.  In 
another  case  he  may  wind  up  the  company  and  take 
the  profit  as  capital.  We  get  the  Income  Tax  at  6s. 
on  the  profits  of  the  company,  but  at  the  present  time 
there  is  a danger  of  leakage  in  these  cases  of  the 
whole  of  the  Super-tax.  That  is  one  class  of  case. 
The  second  class  of  case  happens  quite  ordinarily  and 
it  may  be  without  any  suggestion  of  effort  to  evade 
the  tax.  It  is  the  case  of  the  ordinary  reserves  of 
public  companies.  There  are  cases  in  which  large 
sums  remain  in  reserve  and  are  ultimately  distri- 
buted out  in  the  form,  let  us  say,  of  a bonus  issue  of 
shares.  Those  issues  sometimes  take  place  under  such 
conditions  that  they  have  to  be  regarded  as  capital, 
and  cannot  be  treated  as  income  in  the  hands  of  the 
recipients.  In  some  cases  of  that  kind  there  is  also 
a considerable  leakage  of  Super-tax  in  circumstances 
in  which,  probably,  Parliament  never  intended  that 
Super-tax  should  not  be  paid.  There  is  one  other 
lesser  class  of  case  I might  just  mention  in  passing, 
and  that  is  where  individuals  liable  to  Super-tax 
execute  trusts  and  divest  themselves  of  portions  of 
their  income  upon  trusts  to  apply  the  amount  to  the 
benefit,  it  may  be,  of  members  of  their  family  or  rela- 
tives, or  something  of  that  kind.  Naturally  leakages 
may  take  place  in  that  connection.  I think  those  are 
the  three  heads  that  we  should  like  to  bring  to  your 
consideration  at  a later  time. 

240.  Do  you  propose  to  put  in  any  information 
indicating  the  amount  of  loss  to  the  State? — Yes,  we 
will  try  to,  but  speaking  offhand,  I should  say  it  is 
about  a million. 

241.  There  is  one  other  small  point,  and  that  is 
taxation  at  the  source.  Do  you  agree  that  the  fact 
of  certain  taxpayers  overpaying  is  the  only  argument 
against  taxpaying  at  the  source? — That  is  the  only 
argument,  and  we  can  deal  with  that  by  making  it  as 
simple  as  possible  for  them  to  get  it  back. 

242.  I see  by  the  tables  you  have  put  in  that  the 
claims  have  increased  enormously  of  recent  years? — 
That  is  so. 

243.  Can  you  give  any  figure  as  to  the  possible 
gain  to  the  State  by  taxpayers  failing  to 
reclaim? — Naturally  that  is  extraordinarily  difficult, 
but  my  own  impression  is  that  the  amount  is  very 
small. 

244.  I take  it  that  your  50  millions  is  a net  figuro 
at  which  you  estimate  the  loss  to  the  State  by  the 
abandonment  of  the  system  of  taxation  at  the  source? 
—Yes. 

245.  Chairman : It  seems  a very  large  figure,  having 
regard  to  the  schedules  from  which  the  tax  comes,  and 
knowing  how  slender  is  the  chance  of  evasion  on  the 
main  schedule,  especially  with  the  extension  of  limited 
companies? — You  would  like  perhaps  to  have  me  up 
and  put  me  through  a close  examination  at  some  time. 

246.  Sir  J.  Harmood-Banner : Any  amounts  that 
come  from  America  and  the  Colonies  you  tax  on  the 
profits  as  shown  by  the  trading  out  there,  do  you  not? 
In  the  case  of  a company  which  is  carrying  on  business 
here  and  also  carrying  on  business  there,  the  charge  is 
of  course  on  the  whole  of  the  profits  if  tno  company  is 
controlled  here.  In  the  case  of  income  from  foreign 
possessions  and  the  like,  we  charge  upon  the  whole 
of  the  income,  even  though  not  remitted,  except  in 
the  case  of  possessions  which  consist  of  unremitted 
profits  of  private  businesses.  Rents,  stocks  and  shares 
and  securities,  are  chargeable  upon  the  whole  of  the 
foreign  inoome,  whether  remitted  or  not. 
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247.  So  that  if  the  profits  were  used,  say,  for  the 
extension  of  a gas  works,  you  would  still  charge  Income 
Tax  on  them,  providing  the  company  was  a company 
registered  in  this  country? — Yes,  if  controlled  here. 

248.  Really  the  Income  Tax  is  charged  on  the  whole 
of  the  trading  either  in  America  or  the  Colonies, 
even  if  all  the  earnings  and  every  part  of  the  work 
done  is  transacted  in  America  or  the  Colonies,  and 
the  only  duty  of  the  office  in  this  country  is  the 
ledger  work,  receiving  and  distributing  the  dividends  ? 
— The  direction  and  management  must  he  here. 

249.  If,  for  instance,  a native  in  Natal  has  shares 
in  a company  of  that  description,  does  he  have  to  pay 
both  in  Natal  and  this  country  on  the  full  amount 
of  his  dividend? — Yes,  within  the  conditions  I have 
named,  he  does.  I,  of  course,  agree  that  this  ques- 
tion of  the  charge  of  Income  Tax  arising  out  of  the 
doctrine  of  control  is  one  which  will  undoubtedly  be 
brought  to  your  notice,  and  I do  not  doubt  you  will 
wish  to  consider  it. 

250.  How  are  you  dealing  with  the  “ free  of  In- 
come Tax”  question,  which  is  so  largely  coming  to 
the  front,  and  which  I see  by  the  papers  is  coming 
to  the  front  in  new  issues.  How  are  you  to  charge 
on  that  so  as  to  see  that  you  are  properly  protected, 
and  especially  those  which  are  coming  to  the  front 
“free  of  Income  Tax  up  to  6s.”? — I think  we  are 
protected.  In  the  case  of  an  ordinary  dividend,  if  it 
is  paid  free  of  tax,  the  amount  of  the  income  is 
treated  in  the  hands  of  the  individual  as  the  gross 
amount  which,  after  deduction  of  the  tax,  corresponds 
to  the  net  amount  received.  There  is,  I know,  a good 
deal  of  feeling  in  favour  of  abolishing  tax-free  divi- 
dends and  the  like,  but  there  is  not,  I think,  an 
actual  loss  of  revenue  involved  under  the  present 
system. 

251.  You  see  no  difficulty  in  seeing  that  you  get  the 
full  benefit  which  accrues  to  these  parties  who  get  it 
free  of  Income  Tax? — I think  the  position  is 
sufficiently  safeguarded.  It  would  be  much  more  con- 
venient, I believe,  from  the  point  of  view  of  the 
Department  if  tax-free  dividends  were  not  in  future 
paid,  that  is  to  say,  if  the  deduction  were  shown  on 
the  dividend  warrant. 

252.  Are  you  satisfied  as  regards  the  speculation  on 
cotton  and  wheat,  and  all  those  other  things  which 
have  been  going  on  so  largely  during  the  last  few 
years,  that  you  get  your  full  tax?  We  know  that 
there  has  been  a great  amount  of  speculation? — Are 
you  possibly  thinking  of  cases  of  isolated  trans- 
actions that  would  not  fall  within  the  scope  of  the 
Income  Tax? 

253.  Yes. — Of  course  the  whole  question  of  the 
charge  of  Income  Tax  on  isolated  and  casual  trans- 
actions is  a difficult  one  which  arises  in  a good 


many  connections,  but  as  regards  the  desirability  of 
making  the  Income  Tax  include  the  profits  on  specula- 
tions, I think  it  is  just  as  well  to  bear  in  mind 
that  in  speculations  it  often  happens  that  where  there 
is  one  person  making  a gain,  there  is  another  person 
making  a loss,  and  if  those  two  things  happen  to 
cancel  out,  the  Exchequer  has  gained  nothing.  If 
the  losers  lose  more  than  the  gainers,  then  the 
Exchequer  loses  also. 

254.  Just  at  present  it  does  not  look  like  it.  It 
looks  the  other  way.  In  the  isolated  cases  that  you 
speak  of,  are  you  satisfied  that  you  are  able  to  get 
proper  payment,  or  on  what  basis  do  you  found  the 
principle  of  allowing  the  evasion  of  the  Income  Tax  in 
isolated  cases? — We  only  charge,  of  course,  on  annual 
profits,  and  within  the  meaning  of  that  there  must 
be  some  idea  of  continuity.  The  transaction  which 
is  purely  isolated,  whether  it  results  in  a profit  or  not 
we  should  exclude  from  the  taxpayer’s  total  income. 

255.  On  the  question  of  Super-tax,  in  addition  to 
reducing  the  rate  from  £5,000  down  to  £2,500,  the 
premiums  of  insurance  are  not  allowed,  whereas  they 
are  allowed  in  Income  Tax? — That  is  so;  that  applies 
since  1916. 

256.  So  in  Super-tax  a man  now  pays  on  a higher 
basis,  and  he  is  not  allowed  his  premiums  of  insur- 
ance?— That  is  so. 

257.  Mr.  Bowerman : May  I get  an  expression  of 
opinion  from  Mr.  Hopkins  on  the  point  of  the  quar- 
terly collection  of  Income  Tax  from  the  workmen. 
Does  it  work  satisfactorily,  expeditiously,  and  with 
advantage  or  not? — I think  so.  From  our  point  of 
view  it  is  quite  satisfactory.  We  have  had  a great 
deal  of  help  from  representatives  of  the  men  at 
different  times  in  keeping  it  going,  and  it  is  quite  a 
convenient  system. 

258.  Is  it  an  expensive  method  of  collecting  the 
money  or  not? — Of  course  it  costs  more  than  to  collect 
once  or  twice  a year,  there  is  no  doubt  about  that; 
and  inasmuch  as  there  are  very  large  numbers  of 
charges,  none  of  which  are  very  large  in  amount, 
there  is  a considerable  net  oost. 

259.  Chairman : You  could  perhaps  get  the  figure 
for  Mr.  Bowerman,  because  it  is  rather  an  important 
point? — Yes.  [Nee  App.  No.  11.] 

260.  Mr.  Kerly  had  some  questions  to  ask 
you,  but  he  is  going  to  put  them  in  writing, 
because  we  determined  to  adjourn  at  half-past  one. 
He  has  kindly  arranged  to  put  his  questions  to  you 
in  writing  and  we  will  circulate  them  to  the  Com- 
mission. 

261.  Mr.  Kerly : They  were  only  suggestions  as  to 
the  future  evidence  of  Mr.  Hopkins. 

262.  Chairman : We  are  very  much  obliged  to  you 
for  coming  here. 


Sir  Thomas  Collins, 

263.  Chairman : Sir  Thomas  Collins,  you  are  Chief 
Inspector  of  Taxes? — Yes. 

264.  How  long  have  you  held  that  office?— I think 
a little  over  five  years. 

265.  Have  you  been  all  your  life  in  the  Civil  Ser- 
vice? Yes,  I have  been  in  the  Service  37  years,  begin- 
ning . as  an  Assistant  Surveyor  of  Taxes,  and  pro- 
gressing on  through  various  positions. 

266.  You  understand  the  whole  of  the  details  of 

the  work  of  Surveyors,  do  you  not? Yes. 

267.  Have  you  read  Mr.  Hopkins’  statement?— I 
read  it  a few  days  ago. 

268.  You  know  what  he  said,  so  there  is  no  neces- 
sity for  going  over  the  same  ground  as  he  did.  Will 
you  please  read  your  statement,  and  say  anything 
you  wish  to  add  on  the  salient  points  of  it,  and  then 
you  can  be  examined  by  the  members  of  the  Com- 
mission ? 

269.  (Par.  1).  The  following  summary  is  intended 
to  give  in  outline  the  scheme  of  administration  of  the 
Income  Tax. 

270.  (Par.  2).  By  the  Income  Tax  Act,  1918,  which 
consolidates  the  various  enactments  from  1842  on- 
wards, the  Board  of  Inland  Revenue  are  specifically 
entrusted  with  the  “ care  and  management  ” of  the 


called  and  examined. 

Income  Tax,  and  are  given  power  to  “do  all  such 
acts  as  may  be  deemed  necessary  and  expedient  for 
raising,  collecting,  receiving  and  accounting  for  the 
tax  in  the  like  and  as  full  and  ample  a manner  as 
they  are  authorised  to  do  with  relation  to  any  other 
duties  under  their  care  and  management.” 

271.  (Par.  3).  The  Board  are,  in  fact,  in  relation  to 
Income  Tax  administration  a central  co-ordinating 
body  with  the  ultimate  responsibility,  under  Ministers, 
for  seeing  that  no  default  occurs  in  the  execution  of 
the  Act  in  any  part  of  the  country.  They  are  an- 
swerable to  the  Chancellor  of  the  Exchequer,  and 
control  the  organisation  consisting  of  Inspectors  and 
Surveyors  of  Taxes,  who,  with  their  clerical  staff,  are 
situated  in  the  hundreds  of  districts  into  which  the 
United  Kingdom  is  divided.  These  officials  are  per- 
manent civil  servants,  and  are  responsible  to  the 
Board  for  safeguarding  the  legitimate  interests  of 
the  Crown  in  all  matters  relating  to  Income  Tax. 
The  Act  authorizes  bodies  of  (unpaid)  Local  Commis- 
sioners to  appoint  Assessors  and  (with  certain  im- 
portant exceptions)  Collectors,  and  to  make  assess- 
ments, in  their  respective  areas.  The  Board  of  Inland 
Revenue  exercise  a general  control,  and  ensure 
through  their  Tax  Surveying  Service,  in  association 
with  the  Local  Commissioners,  the  continuous  and  co> 
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sistent  application  of  the  machinery  of  administration 
provided  by  the  Act.  They  also  draw  the  attention 
of  the  District  Commissioners  to  new  legislation  and 
other  matters  of  general  significance  in  relation  to 
Income  Tax,  and  by  making  statutory  regulations, 
prescribing  the  forms  that  are  in  use  for  Income  Tax 
purposes,  and  making  arrangements  that  are  appli- 
cable to  the  tax  as  a whole,  they  secure  a general 
uniformity  of  procedure. 

272.  (Par.  4).  The  Board  are  ex  officio  Special  Com- 
missioners of  Income  Tax,  in  which  capacity  they 
actively  control  the  repayment  of  sums  overpaid ; and 
their  general  functions  include  also  the  making  of 
arrangements  for  transferring  the  duties  collected  by 
local  Collectors  to  the  Exchequer. 

273.  (Par.  5).  The  duties  of  Surveyors,  in  law  and 
practice,  I am  describing  in  a separate  memoran- 
dum, which  I am  putting  in.  [Nee  App.,  p.  4.] 

274.  Chairman:  If  there  are  any  important  points 
that  you  would  like  to  amplify  while  you  are  reading, 
please  do  so.  If  you  want  to  amplify  by  any  explana- 
tion as  you  go  along,  that  will  be  very  convenient 
for  us? — If  you  please. 

275.  (Par.  6).  In  Great  Britain  the  method  of 
administration  of  the  Income  Tax  Acts  in  its  local 
aspects  is,  to  a certain  extent,  based  on  that  adopted 
in  connection  with  the  Land  Tax — a tax  that,  at  the 
time  of  the  introduction  of  the  Income  Tax,  had 
been  in  existence  for  more  than  a century. 

276.  (Par.  7).  Under  the  Land  Tax  Acts  the  county 
was  made  the  unit  for  administrative  purposes,  and 
in  pursuance  of  this  plan  a separate  body  of  Com- 
missioners was  nominated  by  the  Acts  for  each  county. 

277.  (Par.  8).  The  Commissioners  so  appointed  for 
the  county  at  large  were  required  to  select  particular 
groups  of  Commissioners  from  among  themselves  to  act 
in  the  several  areas — now  called  divisions — into  which, 
under  the  names  of  hundreds,  wapentakes,  rapes, 
lathes,  wards,  &c.,  many  of  the  counties  had  long 
been  divided.  (That  is  relating  to  the  old  Land  Tax 
divisions.  I have  a note  here  which  may  be  of 
interest  to  some  of  the  Commissioners,  that  the 
number  of  divisions  in  Great  Britain  is  about  725. 
There  are  about  725  bodies  of  General  Commissioners, 
as  they  are  called,  engaged  in  the  Income  Tax 
administration  in  Great  Britain.) 

278.  Mr.  Mackinder:  Do  their  districts  coincide 
with  the  districts  of  the  Surveyors?— No,  not  at  all. 
You  might  have  one  Surveyor  taking  four  or  five 
divisions  in  the  oountry;  and,  taking  an  extreme 
instance  the  other  way,  in  the  City  of  London 

. . Division  we  have  34  Surveyors. 

279.  But  a group  of  Commissioners’  districts  would 
I correspond  with  a Surveyor’s,  or  vice  versa? — No.  One 
I division  of  Commissioners  might  have  five  or  six 
I Surveyors. 

280.  But  either  one  way  or  the  other,  are  the 
K boundaries  co-terminous  ? Do  you  get  either  a group 
r'  of  Surveyors  under  such  a body  of  Commissioners  as 

the  City  of  London  or  do  you  get  a group  of  smaller 
bodies  of  Commissioners  under  a single  Surveyor? — 
No,  they  do  not  run  uniformly  like  that.  You  might 
have  a Surveyor  who  took  two  divisions  of  Com- 
missioners and  a half  or  a third  or  a fourth  of 
another  division  of  Commissioners.  There  is  no  uni- 
formity there. 

I think  there  are  5,600  General  Commissioners  in 
Great  Britain.  Of  Surveyors  and  Assistant  Surveyors 
and  Inspectors — what  we  call  the  technical  staff — the 
authorized  number  is  1,225.  1 think  we  are  short  to 

the  extent  of  80  or  so  at  the  present  moment  owing 
to  the  war.  There  are  601  Surveyors’  districts  in  the 
United  Kingdom. 

281.  Mr.  Synnott : In  Great  Britain  and  Ireland 
Yes,  in  the  United  Kingdom. 

282.  (Par.  9).  The  only  variation  from  this  plan 
was  that  certain  cities,  boroughs,  cinque  ports  and 
other  places  expressly  enumerated  in  the  Acts  were 
constituted  separate  “ divisions,”  the  Commissioners 
for  which  were  not  appointed  from  amongst  the  Com- 
missioners for  the  county,  but  weiv  separately 
nominated. 


283.  (Par.  10).  The  Commissioners  so  allocated  to, 
or  specifically  appointed  for,  each  division  were  en- 
joined to  take  the  necessary  steps  for  putting  the 
Land  Tax  Acts  into  force  as  regards  each  parish 
within  their  division. 

284.  (Par.  11).  When  the  Income  Tax  was  intro- 
duced, local  authorities  were  institu:ed  in  the  form 
of  General  Commissioners  (a  short  term  for  Com- 
missioners for  the  general  purposes  of  the  Income 
Tax)  who,  with  a few  exceptions,  were  to  be  appointed 
from  amongst  or  by  the  Land  Tax  Commissioners  act- 
ing for  each  division.  It  was  provided  that  no  person 
should  be  eligible  for  appointment  as  a General  Com- 
missioner unless  he  was  possessed  of  property  of  a 
prescribed  amount.  These  General  Commissioners 
were  then  to  take  the  necessary  steps  for  putting  the 
Income  Tax  Acts  into  force  as  regards  each  parish 
within  their  respective  divisions. 

285.  (Par.  12).  These  provisions  sail  apply,  vacan- 
cies amongst  the  General  Commissioners  being  filled 
from  lists  of  “ Commissioners  to  supply  vacancies,” 
which  lists  are  replenished  from  time  to  time  by  the 
Land  Tax  Commissioners  at  meetings  specially  con- 
vened for  the  purpose  by  the  Board  of  Inland 
Revenue.  Both  bodies  of  Commissioners  are  unpaid. 
(That  is,  the  General  Commissioners  of  Income  Tax 
are  still  not  nominated  directly  as  Commissioners,  but 
are  put  on  to  the  list  to  supply  vacancies  in  Com- 
missioners by  the  Land  Tax  Commissioners  for  the 
division,  which  is  generally  co-terminous  with  the 
Land  Tax  division.) 

286.  Chairman:  These  Commissioners  are  unpaid? 
— Yes,  all  unpaid. 

287.  And  they  are  nominated  by  the  Land  Tax 
Commissioners? — By  the  Land  Tax  Commissioners. 

288.  How  do  the  Land  Tax  Commissioners  get  these 
names  put  before  them? — I think  it  is  entirely  their 
own  selection.  They  select  them  from  their  own  body 
of  Land  Tax  Commissioners  ordinarily. 

289.  Supposing  you  have  Commissioners  for  a city 
like  Leicester,  how  do  you  select  these  Commissioners 
to  deal  with  the  Income  Tax  there? — You  start  with 
what  is  called  the  list  to  supply  vacancies.  The  list 
to  supply  vacancies  is  filled  up  from  time  to  time  by 
the  Land  Tax  Commissioners  for  the  Division. 

290.  And  they  can  nominate  whom  they  please? — 
They  nominate  persons  who  are  already  Land  Tax 
Commissioners. 

291.  Who  nominates  the  Land  Tax  Commissioners? 
—All  Justices  of  the  Peace  are  ex  officio  Land  Tax 
Commissioners,  but,  apart  from  that,  you  get  from 
time  to  time  what  is  called  a Names  Act.  The  last 
Names  Act  that  I have  any  knowledge  of  was  passed 
in  the  year  1906.  I believe  Names  Acts  are 
mostly  passed  in  the  first  session  of  a new  Parlia- 
ment—not  in  the  first  session  of  all  Parliaments,  but 
from  time  to  time.  The  last  Land  Tax  Names  Act 
was  passed  in  1906.  There  was  a General  Election, 
I think,  a very  notable  election,  in  1906.  when  this 
Act  was  passed,  and  the  names  of  persons  which  that 
Act  made  Land  Tax  Commissioners  were  published  in 
the  London  Gazette.  I have  a copy  of  the  Act  here. 
I do  not  think  there  has  been  a Names  Act  since  1906. 

292.  I was  only  wondering  where  does  it  really 
spring  from? — How  gentlemen  get  their  names  into 
the  Names  Act  is,  perhaps,  a matter  which  is  known 
in  Parliamentary  circles  more  than  in  our  own. 

293.  Is  it  a sort  of  patronage? — It  is  a mystery,  I 
think. 

294.  Mr.  Mackinder : Do  you  mean  that  practically 
since  1906  the  Justices  of  the  Peace  are  the  Land 
Tax  Commissioners? — They  are  ex  officio  Land  Tax 
Commissioners . 

295.  And  they  are  the  great  majority,  I suppose?— 
No ; I think,  as  a rule,  in  their  capacity  of  ex  officio 
members,  they  hardly  take  any  interest  in  the  matter. 
The  persons  who  act  as  Land  Tax  Commissioners  are 
mostly  persons  who  are  nominated  ad  hoc  to  that 
dignity. 

296.  Chairman : Can  you  then  fathom  that  mystery 
for  us  at  some  time? — Of  the  Names  Act? 

297.  Yes,  and  how  these  names  get  there?— I would 
not  like  to  undertake  that. 
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298.  Mr.  May : Is  there  no  specific  provision  in  the 
Act  that  you  have  in  your  hand? — Might  I pass  it  to 
you? 

299.  Mr.  Mackinder:  Is  that  a Names  Act? — That 
is  the  last  Names  Act,  that  of  1906. 

300.  Mr.  McLintock : In  one  city  in  Scotland,  we 
have  one  body  of  Commissioners  who  are  known  as 
the  City  Commissioners,  who  are  elected  and  drawn 
wholly  from  the  ex-magistrates  of  the  city,  whereas 
we  have  another  body  drawn  from  the  Land  Tax 
Commissioners? — That  is  the  Lower  Ward. 

301.  Yes,  they  are  all  ex-magistrates. — In  Scotland 
the  Land  Tax  Commissioners  are  known  as  the  Com- 
missioners of  Supply,  and  the  Commissioners  of 
Supply  have  power  given  to  them  specifically  by  an 
Act  of  Parliament  to  nominate  the  General  Commis- 
sioners. 

302.  But  there  is  this  other  body,  which  is  the  only 
one  I know  of  in  Scotland,  which  is  drawn  solely  from 
men  who  have  been  magistrates  of  the  city? — They 
would  be  ex  officio  Land  Tax  Commissioners. 

303.  Chairman  : I will  ask  you  further  questions  on 
that  later,  Sir  Thomas. — I should  like  to  add  that 
Land  Tax  matters  and  Land  Tax  Commissioners  are 
subjects  with  which  we  are  not  daily  brought  into 
contact,  and,  particularly  in  Scotland;  we  are  not 
very  much  interested  in  Land  Tax  matters. 

304.  But  could  the  Commissioners  be  of  great  ser- 
vice to  the  Income  Tax  authorities  by  their  local 
knowledge? — Yes,  I think  that  is  always  so. 

305.  But  they  are  not  elected  primarily  for  that 
reason,  are  they? — I would,  not  like  to  say.  Going 
back  to  a Names  Act,  w'hich  is  the  great  fount  of 
Land  Tax  Commissioners,  I cannot  for  a moment  pre- 
tend to  know  what  led  to  the  selection.  The  “ Gaz- 
ette ” of  some  date  in  1906  contained  hundreds  of 
names  all  over  the  country ; how  they  were  selected, 
1 do  not  know,  and  I do  not  know  who  could  tell  you. 

306.  Mr.  May:  May  I say,  my  Lord,  that  in  this 
Act  which  Sir  Thomas  has  passed  to  me,  the  last 
clause  says:  “ for  removing  doubt.”  I think  that  is 
the  point  at  issue.  Reference  is  made  to  the  Land 
Tax  Commissioners  Act,  1827,  and  there  is  another 
mysterious  reference  to  a schedule  which  will  appear 
in  the  London  Gazette  which  will  be  sufficient  justi- 
fication of  the  qualifications,  and  so  on,  of  all  these 
gentlemen. 

307.  Chairman:  Will  you  please  proceed  with  your 
statement  ? 

308.  (Par.  13).  The  General  Commissioners  for  each 
division  are  required  to  appoint  annually  a Clerk, 
who  is  to  attend  all  meetings  of  the  General  Commis- 
sioners and  also  of  the  Additional  Commissioners. 

309.  (Par.  14).  The  Land  Tax  Commissioners  and 
the  General  Commissioners  for  a division  usually  ap- 
point the  same  person  to  be  their  Clerk.  (In  Great 
Britain  the  Clerk  to  the  Commissioners  for  Income 
Tax  aft d for  Land  Tax  is  the  same  person,  except. 
I think,  in  about  14  cases. 

310.  (Par.  15).  The  Additional  Commissioners  are 
appointed  by  the  General  Commissioners  and  are 
charged  with  the  duty  of  making  the  assessments 
under  Schedule  D.  Like  the  General  Commissioners, 
they  are  subject  to  a property  qualification,  but  on  a 
lower  scale;  they,  too,  are  unpaid. 

311.  (Par.  16).  In  England,  the  General  Commis- 
sioners ea'ch  year  appoint  for  each  parish  or  assess- 
ment area  officers,  known  as  Assessors,  whose  duty  it 
is  to  issue  forms  of  return,  to  make  assessments  under 
Schedule  E (annually)  and  under  Schedules  A and  B 
(in  certain^years  as  stated  in  paragraph  34),  to  pre- 
pare the  statutory  lists  on  which  the  Schedule  I) 
assessments  are  based,  and  to  perform  various  other 
services.  (In  England  and  Wales  there  ate  about 
15,000  parishes.  Originally,  Assessors  and  Collectors 
were  appointed  for  each  parish,  but  power  was  taken 
later  on,  or  the  power  was  latent — I do  not  know  its 
original  source — under  which  you  oould  unite  adjacent 
parishes,  and  for  Income  Tax  purposes  treat  them  as 
one  parish.  I think  in  some  cases  the  Commissioners 
inroughout  the  country  found  it  convenient  to  unite 
as  many  as  ten  or  eleven  adjacent  parishes;  s-* 
by  that  means,  although  there  are  about  15.000 


parishes  in  Great  Britain — I am  leaving  Ireland  out 
of  the  matter  for  the  present — they  have  been  united 
and  now  form  what  are  called  Income  Tax  parishes, 
to  the  number  of  6,800  only.  In  those  6,800  cases 
you  find  that  the  same  Assessor  is  sometimes  appointed 
for  more  than  one  area,  so  that  there  are  about  4,500 
Assessors  in  Great  Britain.) 

312.  (Par.  17).  In  Scotland,  the  General  Commis- 
sioners likewise  appoint  all  Assessors,  but,  where  the 
Surveyor  of  Taxes  has  been  appointed  Lands  Valua- 
tion Assessor  within  any  county  or  burgh  for  the 
purposes  of  the  Lands  Valuation  (Scotland)  Act,  1854, 
the  Commissioners  may  not  appoint  any  other  person 
to  act  as  Assessor  of  Income  Tax  for  such  area.  In 
other  areas,  the  Commissioners  appoint  as  Assessor 
either  the  Surveyor  of  Taxes  or  some  local  person. 

313.  (Par.  18).  In  the  following  cases  the  Surveyor 
of  Taxes  acts  as  Assessor : — 

(a)  where  no  Assessor  has  been  appointed  for  any 
area,  or,  having  been  appointed,  does  not 
act; 

( h ) within  the  Metropolis,  for  the  tax  chargeable 
under  Schedules  A and  B ; 

(c)  outside  the  Metropolis,  for  the  tax  chargeable 
under  Schedules  A and  B in  years  other 
than  those  of  general  re-assessment  ( see 
paragraph  34). 

(That  is,  when  there  is  a general  re-valuation  the 
local  Assessor  is  appointed,  but  in  all  other  years — 
that  is,  generally  four  years  out  of  every  five — the 
Surveyor  is  the  Assessor,  and  in  present  circumstanoes 
has  been  the  Assessor  since  the  year  1910,  which  is  the 
last  year  of  re-valuation.  Owing  to  the  difficulties  in 
carrying  on  the  work,  created  by  the  war,  there  has 
been  no  re-valuation  since  the  year  1910 ; the  Sur- 
veyor has  been  the  Assessor  throughout  the  country 
since  that  year.) 

314.  (Par.  19).  In  England,  Collectors  are  also 
appointed  by  the  General  Commissioners  (with  the 
important  exception  of  those  cases  in  which  the  power 
to  appoint  has  vested  in  the  Board  of  Inland 
Revenue)  for  the  purpose  of  collecting  the  duties 
assessed  in  the  respective  parishes  or  areas  for  whioh 
they  act. 

(That  power  of  appointment  by  the  Board  of  In- 
land Revenue  comes  about  when  Local  Commissioners 
fail  to  make  an  appointment  of  a Collector  by  the 
31st  May  in  any  year  of  assessment.  If  they  let  the 
31st  May  pass  in  any  year  without  making  an  appoint- 
ment of  a Collector  for  any  parish,  power  vests  after 
that,  for  good,  in  the  Board  of  Inland  Revenue.  As 
a consequence  of  that,  outside  London,  the  Board 
now  appoint  Collectors  in  nearly  all  the  important 
town  in  England  and  Wales.) 

315.  (Par.  20).  In  Scotland,  all  Collectors  are  ap- 
pointed by  the  Lords  Commissioners  of  the  Treasury, 
and  in  many  cases  the  Collector  of  Customs  and 
Excise  is  selected  for  the  appointment. 

316.  (Par.  21).  The  General  Commissioners  form  the 
tribunal  to  whioh  taxpayers  who  feel  aggrieved  at  the 
assessments  made  upon  them — other  than  assessments 
made  by  the  Special  Commissioners — may  appeal. 
Broadly,  their  decision  is  final  on  questions  of  fact, 
but  if  either  the  Appellant,  on  the  one  hand,  or  the 
Surveyor  of  Taxes  as  representing  the  Crown,  on  the 
other  hand,  considers  the  decision  to  be  erroneous  in 
point  of  law,  provision  is  made  for  a case  to  be  stated 
bv  the  Commissioners  for  opinion  of  the  High  Court. 
From  the  decision  of  that  Court  a further  appeal  lies 
to  the  Court  of  Appeal  and  thence  to  the  House  of 
Lords. 

317.  (Par.  22).  In  addition  to  the  General  Com- 
missioners, the  Income  Tax  Acts  provide  for  the 
appointment  by  the  Lords  Commissioners  of  the 
Treasury  of  a paid  body  of  Special  Commissioners — a 
short  term  for  Commissioners  for  the  special  purposes 
of  the  Income  Tax  Acts. 

318.  (Par.  23).  Tn  Great  Britain,  any  person 
assessable  under  Schedule  D may  elect  to  be  assessed 
by  the  Special  Commissioners  instead  of  by  the 
Additional  Commissioners,  in  which  case  he  has  a 
right  of  appeal  only  to  the  Special  Commissioners. 
Any  person  who  has  been  assessed  by  the  Additional 
Commissioners  may  elect  to  appeal  either  to  the 
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General  Commissioners  or  to  the  Special  Com- 
missioners. 

319.  (Par.  24).  Assessments  on  railway  companies 
in  the  United  Kingdom  for  their  profits,  and  the 
salaries  of  their  officials  under  Schedule  E,  can  he 
made  only  by  the  Special  Commissioners.  These 
Commissioners  are  also  charged  with  the  duty 
of  assessing  certain  sources  of  income  chargeable 
under  Schedule  C and  dividends  of  certain 
foreign  and  colonial  companies  under  Schedule  D. 
The  assessment  of  the  Super-tax  is  also  in  their  hands. 
Moreover,  the  powers  which  are  exercised  in  Great 
Britain  by  the  Local  Commissioners  are  in  Ireland 
carried  out  by  the  Special  Commissioners. 

320.  (Par.  25).  As  the  information  required  to  be 
furnished  by  persons  assessable  to  Income  Tax  under 
Schedule  D is  of  a highly  confidential  character,  the 
prevention  of  the  disclosure  of  such  information  is  a 
matter  of  the  utmost  importance.  For  this  reason, 
all  Commissioners  and  officials  concerned  in  the 
administration  of  the  Income  Tax  under  this  Schedule 
are  obliged  to  make  a declaration  of  secrecy.  Any 
person  who  acts  in  relation  to  the  duties  assessed 
under  Schedule  D before  having  made  the  prescribed 
declaration  is  liable  to  a penalty  of  £100,  whilst  any 
person  who,  having  made  the  declaration,  communi- 
cates, other  than  in  fulfilment  of  his  official  duty, 
any  confidential  information  obtained  by  him,  is 
deemed  guilty  of  a breach  of  official  trust,  which  is 
punishable  as  a misdemeanour. 

321.  (Par.  26).  The  Income  Tax  year  of  assessment 
runs  from  the  sixth  day  of  April  to  the  following 
fifth  day  of  April,  both  inclusive. 

322.  (Par.  27).  When  assessments  for  any  Income 
Tax  year  are  signed  (as  is  usual)  before  the  first  day 
of  January  in  that  year,  Income  Ta'x  is  payable 
in  one  sum  throughout  the  United  Kingdom  on  or 
before  the  first  day  of  January  within  the  year  of 
assessment,  except  in  the  following  cases : — 

(a)  tax  payable  under  No.  I or  No.  II  of 
Schedule  A in  respect  of  the  ownership  of 
property ; 

(h)'  tax  payable  under  Schedule  B assessed  on 
any  individual  or  firm  in  respect  of  lands 
occupied  for  husbandry  only; 

(<;)  tax  payable  under  Schedule  D or  under 
No.  Ill  of  Schedule  A assessed  on  any  indi- 
vidual or  firm  in  respect  of  the  profits  of 
any  trade,  profession  or  vocation; 

(d)  tax  payable  under  Schedule  D or  E 
assessed  on  any  individual  in  respect  of 
any  office  or  employment; 

((?)  weekly  wage-earners  whose  tax  is  assessed 
quarterly  ; 

(/)  railway  companies. 

323.  (Par.  28).  In  the  first  four  cases— (a),  (5),  (c) 
atld  (d) — tax  is'  payable  in  two  equal  instalments,  the 
first  on  or  before  the  first  day  of  January  in  the  year 
of  assessment,  and  the  second  on  or  before  the  follow- 
ing first  day  of  July. 

324.  (Par.  29.)  In  the  case  of  weekly  wage-earners, 
when  assessed  quarterly,  tax  is  payable  within  twenty- 
one  daysi  of  the  service  of  the  Notice  of  Assessment. 

325.  (Par.  30.)  In  the  case  of  railway  companies  in 
England  and  Ireland,  the  tax  is  payable  in  four 
quarterly  instalments — on  or  before  20th  June,  20th 
September,  20th  December  and  20th  March  respec- 
tively, all  within  the  year  of  assessment.  In  Scotland 
the  tax  assessed  on  railway  companies  is  payable  in 
one  sum  on  or  before  the  first  day  of  J anuary  within 
the  year  of  assessment. 

326.  (Par.  31.)  Where  an  assessment,  is  ordinarily 
payable  in  one  sum  and  it  is  not  signed  by  the 
General  Commissioners  before  the  first  day  of  Janu- 
ary within  the  year  of  assessment,  tax  is  payable  on 
the  day  next  after  the  day  on  which  the  assessment 
is  signed. 

327.  (Par.  32.)  Where  the  assessment  is  payable  in 
two  instalments  and  it  is  not  signed  before  the  first 
day  of  July  next  following  the  year  of  assessment, 
the  whole  of  the  tax  is  payable  immediately  in  one 
sum.  Where  such  assessment  is  signed  between  the 
first  day  of  January  and  the  first  dav  of  July,  the 
first  instalment  becomes  payable  immediately. 


328.  (Par.  33.)  The  formal  course  of  procedure  set 
out  in  the  Acts  for  the  assessment  and  collection  of 
the  tax  is  described  in  the  following  paragraphs. 

329.  (Par.  34.)  At  intervals,  normally  every  five 
years,  a re-valuation  is  made  of  all  property  assess- 
able under  Schedules  A and  B.  In  such  years,  out- 
side the  Metropolitan  Area,  the  Assessors  appointed 
by  the  General  Commissioners  act  under  those  Sche- 
dules. In  years  when  a general  re-valuation  of  pro- 
perty is  not  undertaken,  the  Surveyor  of  Taxes  is 
the  Assessor  for  Schedules  A and  B.  The  yearly 
Finance  Act  then  directs  that  for  existing  properties 
the  annual  value  assessed  in  the  preceding  year  shall 
be  adopted  for  the  current  year,  and  the  assessing  is 
mainly  confined  to  the  valuation  of  new  properties 
and  properties  that  are  structurally  altered.  The 
Surveyor  deals  with  alterations  in  liability  to  tax 
occasioned  by  changes  in  the  ownership  or  in  the 
occupation  of  property. 

330.  (Par.  35.)  The  General  Commissioners  having, 
in  April,  appointed  Assessors  to  act  under  Schedules 
D and  E (and  under  Schedules  A and  B in  re-valua- 
tion  years),,  the  latter  proceed  to  serve  in  their 
respective  areas  particular  notices  upon  all  persons 
liable  to  make  returns  under  these  Schedules,  and 
to  affix  certain  statutory  general  notices  on  the 
church  doors.  The  Assessors  examine  the  returns 
under  Schedule  E (and  in  years  of  re-assessment 
under  Schedules  A and  B),  enter  them  in  the  books 
of  assessment  provided,  and  make  their  assessments 
under  these  Schedules. 

331.  (Par.  36.)  By  a prescribed  date  the  Assessors 
deliver  to  the  General  Commissioners  these  returns 
and  assessments,  together  with  the  returns  under 
Schedule  D,  and  at  the  same  time  they  deliver  to 
the  Surveyor  of  Taxes  a list  of  the  persons  upon 
whom  forms  of  return  under  that  Schedule  have  been 
served.  The  returns  under  Schedule  D are  then 
entered  into  the  books  of  assessment  by  the  Clerk  to 
Commissioners.  The  Surveyor  is  afforded  an  oppor- 
tunity of  examining  all  the  returns  and  of  amending 
the  assessments  made  by  the  Assessors  under  Sche- 
dules A,  B and  E,  as  he  may  find  necessary.  The 
assessments  under  these  Schedules  are  then  signed 
and  allowed  by  the  General  Commissioners,  whilst 
the  Additional  Commissioners,  having  considered  the 
returns  under  Schedule  D,  make  the  assessments 
under  that  Schedule.  The  Surveyor,  however,  has 
the  right  to  object  to  such  assessments  and  in  the 
event  of  no  assessments  having  been  made  to  raise 
a charge.  After  service  of  the  necessary  Notices  of 
Assessment,  any  appeals  are  heard  by  the  Commis- 
sioners. The  Clerk  to  Commissioners  completes  the 
books  of  assessment  and  prepares  duplicates  of  them, 
which  are  delivered  to  the  Collectors.  The  Collectors 
then  proceed  to  collect  and  pay  over  the  duties.  At 
the  close  of  each  collection  the  Collectors  account  to 
the  General  Commissioners  for  all  amounts  given  in 
charge  to  them  to  collect. 

332.  (Par.  37).  As  a variation  from  the  procedure 
set  out  above,  it  may  be  mentioned  that,  as  regards 
the  Metropolis,  the  valuation  list  under  the  Valua- 
tion (Metropolis)  Act  of  1869  is  by  that  Act  made 
conclusive  for  the  purposes  of  Income  Tax  under 
Schedules  A and  B,  and  the  ordinary  procedure  of 
assessment  under  these  Schedules  does  not  there  hold 
good. 

333.  (Par.  38).  In  Scotland,  the  collection  pro- 
cedure differs  slightly  in  its  opening  stage  from  that 
just  outlined.  After  the  assessments  under  Schedules 
A,  B,  and  E have  been  signed  and  allowed  by  the 
General  Commissioners  and  those  under  Schedule  D 
have  been  made  by  the  Additional  Commissioners,  an 
individual  notice  of  assessment  is  sent  each  year  ita 
respect  of  each  charge,  and,  subject  to  adjustment  on 
appeal,  forms  in  itself  the  application  for  payment  of 
duty. 

334.  (Par.  39).  The  formal  procedure  as  regards 
making  and  hearing  appeals  and  assessments  which  1 
have  just  described  follows  closely  the  provisions  of 
the  Income  Tax  Act  of  1918,  which  reproduces  the 
legislation  of  1842  (and  subsequent  Acts).  In  practice, 
as  is  inevitable,  it  is  the  permanent  whole-time  official, 
the  Surveyor  of  Taxes,  whose  whole  working  life  ii 
devoted  to  this  highly  technical  subject-matter,  who 
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shoulders  the  major  part  of  the  burden  of  examining 
returns  and  settling  liabilities.  It  is  he  who  comes 
into  hourly  contact  with  the  taxpayer  both  orally  and 
by  correspondence,  who  checks  the  returns  made, 
examines  accounts,  institutes  enquiries,  clears  up' 
doubtful  points,  and  generally  carries  the  work  of 
ascertaining  liability  up  to  the  point  at  which  assess- 
ments are  ready  for  allowance  by  the  Commissioners. 
All  notices  of  appeal  against  assessments  are  sent  to 
him,  he  collects  the  information  necessary  to  enable 
the  points  at  issue  to  be  determined,  investigates  the 
particulars  received,  and  in  all  but  a small  fraction  of 
the  total  nimiber  of  cases  comes  to  agreement  with  the 
taxpayer  without  the  Commissioners  being  troubled  to 
do  more  than  confirm  the  settlements  which  have  been 
arrived  at.  The  functions  of  this  official  are  indeed 
of  such  practical  importance  that  I propose  to  explain 
them  in  detail  in  a separate  part  of  my  evidence.  (I 
have  explained  them  in  detail  in  a memorandum 
which  has  been  put  in.)  [See  App.  No.  4.] 

335.  (Par.  40).  The  Income  Tax  was  extended  to 
Ireland  in  1853.  The  machinery  of  the  Land  Tax 
Acts  that  has  been  referred  to  as  forming  in  Great 
Britain  the  basis  for  the  organisation  of  the  tax  did 
not  exist  there,  and  an  entirely  different  system  was 
accordingly  adopted.  The  powers  that  in  England 
are  exercised  by  General  Commissioners  are  in  Ireland 
entrusted  to  the  Special  Commissioners  (see  para- 
graph 24) ; those  of  the  Additional  Commissioners  and 
the  Assessors  are,  broadly  speaking,  exercised  by  the 
Surveyors  of  Taxes.  Collectors  are  selected  by  the 
Board  of  Inland  Revenue,  but  receive  their  appoint- 
ments and  warrants  from  the  Special  Commissioners. 
The  tax  under  Schedules  D and  E is  wholly  oollected 
by  the  Collectors  of  Customs  and  Excise;  that  under 
Schedules  A and  B is  collected  by  local  Collectors. 

336.  (Par.  41).  For  the  purposes  of  assessment 
under  Schedules  A and  B the  existing  valuation  for 
rating  purposes  is  adopted,  with  certain  provisions 
for  relief. 

337.  (Par.  42).  Appeals  are  heard  bv  the  Special 
Commissioners,  but  on  the  application 'either  of  the 
Appellant  or  the  Surveyor  a case  may,  as  in  England, 
be  stated  on  a point  of  law  for  the  opinion  of  the 
High  Court.  A taxpayer  in  Ireland  has  also  the 
right  to  require  an  appeal  heard  by  the  Special  Com- 
missioners to  be  reheard  by  the  Recorder  or  County 
Court  Judge,  whose  decision  is  final  both  on  points  o? 
fact  and  law. 

338.  Mr.  Synnott : There  is  no  appeal  to  the  Higher 
Courts  ? — Not  from  the  Recorder  or  the  County  Court 
Judge,  as  the  case  may  be.  His  decision  is  final.  He 
might  conceivably  be  wrong  on  a point  of  law,  but 
you  cannot  appeal  against  it.  But  a practical  way 
out  of  that  difficulty  has  been  found,  I think,  in  some 
cases,  by  the  Special  Commissioners  adopting  in  subse- 
quent years  the  ruling  of  the  Recorder  on  the  same 
case  in  the  previous  year,  and  a case  then  being  taken 
direct  from  the  Special  Commissioners  to  the  High 
Court. 

339.  But  there  may  be  cases  where  in  the  past  a 
man  has  appealed  against  a decision  and  the  Inland 
Revenue  has  appealed  against  the  Commissioners,  and 
then  you  have  taken  it  from  Court  after  Court  till  it 
gets  to  the  House  of  Lords? — Yes. 

340.  That  means,  of  course,  that  he  would  be 
frightened  owing  to  the  cost.  You  having  national 
money  at  your  service,  he  would  not  be  able  to  go  on  ? 

- Well  he  has  to  think  many  times  before  doing  it.  I 
suppose.  I have  some  particulars  here  of  the  number 
of  cases  demanded. 

341.  Chairman:  Those  can  be  put  in?— I have  not 
put  it  in  the  print. 

342.  Can  you  put  it  in  for  circulation? — I can  give 
it  to  you  or  I can  put  it  in  afterwards. 

( 343.'  Mr.  Synnott : May  I ask  who  appoints  the 
Special  Commissioners  in  Ireland ; are  they  from  local 
people?  I happen  to  know,  but  I want  you  to  tell  the 
Commission? — The  Special  Commissioners  are  all 
appointed  by  the  Lords  of  the  Treasury.  That  is  the 
beginning  and  the  end  of  it,  I think. 

344.  They  are  not  resident  in  Ireland? — No, 


345.  They  pay  periodical  visits? — They  are  over 
there  a great  part  of  the  year.  They  go  over  there  by 
the  month  or  two  months  at  a time ; but  they  are  resi- 
dent here  in  England  and  have  their  head  office  in 
England. 

346.  Chairman : Will  you  please  proceed  with  your 
statement? — Then  I go  on  to  the  weekly  wage-earners. 
They  are  dealt  with  in  a special  way. 

347.  (Par.  43).  The  tax  on  the  earnings  of  weekly 
wage-earners  (engaged  in  manual  labour)  is  assessed 
and  collected  quarterly.  No  share  in  the  administra- 
tion falls  to  the  Local  Commissioners,  nor  are  any 
Assessors  appointed.  The  Board  of  Inland  Revenue, 
by  regulations  which  they  are  empowered  to  make, 
have  provided  for  the  assessment  and  charge  being 
made  by  the  Surveyors  of  Taxes.  The  persons  charged 
have  the  right  of  appeal  to  the  General  Commis- 
sioners. 

348.  (Par.  44).  Collectors  may  be  appointed  by  the 
Board  of  Inland  Revenue.  Where  the  Collector  for 
any  parish  is  appointed  by  the  General  Commis- 
sioners, he  acts  in  regard  to  the  tax  on  these  quarterly 
assessments,  unless  the  Board  give  notice  of  their 
intention  to  appoint  a separate  Collector  for  the  pur- 
pose. 

349.  (Par.  45).  By  a special  provision  tax  may  be 
paid  by  means  of  Income  Tax  Stamps — obtainable  at 
any  Post  Office — to  be  affixed  to  cards  provided  for 
the  purpose.  These  cards,  when  stamped,  are  accepted 
by  the  Collector  in  satisfaction  of  the  sum  due. 

350.  (Par.  46).  The  foregoing  description  of  Income 
Tax  administration  deals  almost  entirely  with  assess- 
ments upon  particular  items  of  income  which  form 
part  of  the  aggregate  income  of  taxpayers.  The 
total  amount  of  Income  Tax  paid  by  any  individual 
person,  however,  depends  not  only  upon  the  direct 
assessments  made  upon  him  in  respect  of  particular 
sources  of  income,  for  example,  trade  profits,  directors’ 
fees,  &c.,  but  also  upon  the  amount  deducted  from  his 
income  which  is  taxable  at  the  source,  e.g.,  from 
dividends,  ground  rents,  mortgage  interest,  &c.  With 
certain  exceptions,  Income  Tax  is  deducted  from  in- 
come taxable  at  the  source  at  the  standard  rate  of  6s. 
in  the  pound.  But  the  Income  Tax  is  a graduated 
tax  and  the  rate  appropriate  to  the  incomes  of  the 
majority  of  individual  taxpayers  is  considerably  less 
than  the  standard  rate. 

351.  (Par.  47).  An  individual  who  has  profits  re- 
turnable for  direct  assessment  and  who  receives  in- 
come subject  to  the  deduction  of  Income  Tax  at  6s. 
in  the  pound  but  is  liable  to  bear  tax  at  a reduced 
rate  is  required,  in  order  to'  obtain  the  relief  due  to 
him,  not  only  to  fill  up  that  part  of  the  form  of 
Income  Tax  return — of  which  I am  putting  in  a 
copy — [Nee  App.  No.  5]  which  relates  to  profits  return- 
able for  direct  assessment,  but  also  to  make  a state- 
ment of  hiis  income  from  all  sources,  whether  taxed  at 
the  source  or  not.  This  latter  statement  forms  the 
basis  of  his  claim  for  relief  by  reduction  of  the  rate 
of  Income  Tax  from  6s.  to  the  rate  appropriate  to 
his  particular  income. 

352.  (Par.  48).  The  relief  due  is  afforded  as  fol 
lows : — 

(a)  by  deducting  from  the  amount  of  Income  Tax 

payable  on  a direct  assessment  upon  the 
individual  taxpayer  (e.g.,  in  respect  of  his 
trade  profits)  the  amount  overpaid  on  in 
come  taxed  at  the  source, 

(b)  by  repayment  of  the  excess  tax  deducted  at 

the  source,  where  there  is  no  direct  assess- 
ment, or, 

(c)  where  full  relief  cannot  be  allowed  by  the  set- 

off of  overpaid  tax  against  tax  payable  on 
a direct  assessment,  by  a set-off  pro  tanto 
and  repayment  of  any  excess  tax  not 
allowed  by  way  of  set-off. 

353.  (Pa'r.  49).  Although  claims  for  adjustments  of 
the  rate  of  tax,  or  for  other  reliefs  dependent  upon 
total  income,  e.g.,  abatements,  wife  and  children 
allowances,  &c.,  are  under  the  letter  of  the  law  a 
matter  for  the  General  Commissioners,  the  whole  re- 
sponsibility for  dealing  with  these  claims  (except  in 
a negligible  number  of  cases)  is  in  fact  exercised  by 
the  Surveyors  of  Taxes  and  the  Claims  Branch  qf  the 
Board  of  Inland  Revenue. 
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354.  (Par.  50).  The  cash  repayments  of  tax  conse- 
quent on  the  allowance  of  claims  for  relief  are  not 
made  by  the  Surveyor  of  Taxes,  who  is  not  an  account- 
ing officer,  but  by  the  Board  of  Inland  Revenue  in 
their  capacity  as  Special  Commissioners. 

355.  (Par.  51).  When  the  Income  Tax  was  re-im- 
posed in  1842,  the  Act  (modelled  on  that  of  1806)  en- 
trusted the  “ direction  and  management  ” of  the  tax 
to  the  Board  of  Inland  Revenue : at  the  same  time 
it  provided,  as  indicated  in  the  preceding  paragraphs, 
for  the  setting-up  of  a system  of  local  authorities  in 
the  form  of  unpaid  Commissioners,  who  were,  and  still 
are,  completely  independent  of  the  Board  in  the  per- 
formance of  their  statutory  functions.  In  theory  the 
principal  duty  of  the  Surveyor  of  Taxes  was  to  safe- 
guard the  legitimate  interests  of  the  Grown  in  the 
different  localities,  with  certain  powers  of  inter- 
vention. 

356.  (Par.  52).  When,  more  than  a century  ago, 
the  general  plan  of  the  Income  Tax  administration  was 
devised,  trade  and  industry  were  in  a much  less 
developed  state  than  they  are  now,  and  facilities  of 
transport  and  communication  were  restricted.  Com- 
mercial life  in  general  had  then  by  no  means  its 
present  complexity,  and  a form  of  administration 
almost  wholly  local  in  character  was  appropriate,  and 
possibly  effective. 

357.  (Par.  53).  The  past  century  has  witnessed  an 
immense  growth  in  the  volume  of  trade  and  wealth 
of  the  Kingdom,  accompanied  by  a still  more  marked 
development  in  the  complexity  of  business.  This 
complexity,  which  in  itself  has  greatly  complicated 
the  administration  of  the  tax,  has  been  accompanied 
by  various  changes  in  the  tax,  which  have  all  Tended 
to  make  the  task  of  administration  increasingly  in- 
tricate. The  tax  has  lost  its  temporary  character, 
and  the  growth  in  the  rate  of  duty  in  recent  years 
has  necessarily  been  accompanied  by  differentiation 
and  graduation  of  tax  and  other  measures  of  relief. 

358.  (Par.  54).  From  these  circumstances  it  nas 
resulted  that  a preponderating  part  of  the  vast 
business  of  administering  the  tax  has  inevitably  been 
undertaken  by  trained  officials,  who  devote  the  whole 
of  their  time  and  energies  to  the  task ; and  the  control 
of  a central  organisation  has  uecome  essential  as  a 
directing  and  co-ordinating  force.  In  actual  practice 
to-day,  Surveyors  of  Taxes,  with  their  expert  training 
and  intimate  acquaintance  with  the  law  and  practice 
relating  to  the  tax  do,  of  necessity,  carry  out  duties 
much  wider  in  scope  and  more  important  in  character 
than  are  assigned  to  them  in  law ; and  their  work  is 
organised  and  directed  by  the  Board  of  Inland 
Revenue. 

359.  (Par.  55).  As  a consequence,  the  administra- 
tion of  the  tax  can  nowadays  be  adequately  carrie  1 
out  only  by  means  of  compromises  which  involve  in 
practice  a considerable  modification  of  the  functions 
of  the  various  authorities  and  officers  as  laid  down  in 
law ; and  the  consideration  of  the  positions  of  the 
different  bodies  and  persons  concerned,  and  of  the 
propriety  of  their  respective  powers,  will  be  amongst 
the  important  matters  to  which  the  attention  of  the 
Royal  Commissioners  will  be  directed.  It  is  obvious 
that,  in  order  that  a regular  flow  of  revenue  may  be 
ensured  and  that  the  tax  may  be  efficiently  adminis- 
tered, it  is  necessary  that  the  provisions  of  the  law 
should  be  brought  into  closer  relation  with  the 
actualities  of  the  existing  position. 

[ This  concludes  the  evidence-in-chief .] 

360.  Mrs.  Knowles:  Might  I ask  you  how  your  Sur- 
veyors in  practice  are  appointed.  Is  it  by  a special 
examination,  or  is  it  the  ordinary  civil  service  ex- 
amination?— I must  answer  that  in  two  parts.  Up 
to  the  outbreak  of  the  war,  all  our  staff  were  recruited 
as  Assistant  Surveyors  through  the  Civil  Service  Com- 
missioners. 

361.  By  a special  examination? — Not  a special  ex- 
amination for  the  Surveyors  of  Taxes.  By  the  inter- 
mediate examination,  under  which  a certain  class  of 
civil  servant  came  in  who  might  be  appointed,  for 
instance,  to  the  Admiralty,  or  to  the  Estate  Duty 
Office  in  Somerset  House,  or  he  might  come  to  us. 

362.  Then  it  is  not  the  ordinary  Second  Division 
examination;  it  is  the  intermediate? — The  inter- 
mediate examination ; but  that  is  common  to  other 
offices  besides  ours. 
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363.  Is  there  any  system  of  examination  by  which 
you  get  the  pick  of  the  particular  class  you  are  trying 
for? — Only  in  common  with  other  Government  offices. 
The  Civil  Service  Commissioners  would  hold  an  ex- 
amination for,  say,  thirty  intermediate  appointments. 

We  might  have  asked  them,  before  that  examination 
was  held,  for  six.  Other  Government  Departments 
who  are  entitled  to  have  intermediate  men  want  24; 
so  they  have  an  examination,  and  they  pass  30 ; six 
of  them  come  to  us,  and  the  other  24  go  in  other 
directions. 

364.  Who  chooses  among  that  30?  Do  you  take 
your  pick,  or  do  the  candidates  take  their  pick? — 1 
think  that  is  arranged  by  the  Civil  Service  Com- 
missioners. I think  the  C.vil  Service  Commissioners 
give  the  first  man  his  pick.  They  say:  “ There  are 
vacancies  in  certain  offices;  there  is  the  Inland  Re- 
venue, and  there  is  the  Admiralty,  and  so  on;  now 
where  would  you  like  to  go?  You  are  No.  1,  and  we 
will  let  you  go  where  you  like  where  there  is  a 
vacancy.” 

365.  I happen  to  be  at  the  School  of  Economics,  and 
a great  many  of  my  students  have  gone  in  for  this 
examination.  This  was  not  always  the  case.  What 
about  before  1908? — There  was  a period  during  which 
we  had  an  examination  to  ourselves. 

366.  Did  you  get  a better  class  at  that  special  ex- 
amination for  yourself?  Because  my  men  who  were 
going  in  were  an  extraordinarily  p'cked  lot.  Did  you 
get  a better  class  at  that  examination  or  on  the 
general  examination  ? — I could  not  give  a satisfactory 
answer  to  that  question.  If  one  had  to  go  through 
100  men  who  came  in  by  various  examinations  I do 
not  think  you  would  find  that  any  particular  ex- 
amination has  given  its  stamp,  so  to  speak,  to  a man. 
We  sometimes  get  a good  batch — they  are  all  good 
batches,  I would  like  to  say,  for  the  matter  of  that, 
but  some  are  better  than  others — but  I think  it  would 
be  a very  fanciful  person  who  pretended  he  could  say 
that  the  good  men  came  from  certain  examinations. 

367.  You  have  no  predilection  for  any  special  ex- 
amination for  this  very  skilled  service? — Yes,  I myself 
have,  certainly.  I certainly  should  have  a special 
examination  for  it. 

368.  That  is  my  impression,  too,  from  the  men  I 
have  known.  How  do  you  appoint  your  Collectors?— 
A large  number  of  the  Collectors  are  appointed  by  the 
Local  Commissioners. 

369.  There  is  no  sort  of  examination  for  them? — 
None  whatever. 

370.  It  is  merely  a sort  of  family  inheritance? — I 
do  not  think  it  has  presented  itself  to  me  in  that 
way  from  my  experience. 

--371.  I know  a few  cases  where  it  does  go  down 
from  father  to  son? — Yes,  because  the  son  might 
have  .established  himself  in  the  work  during  his 
father’s  lifetime  and  in  that  way  might  become  a 
suitable  person  to  appoint. 

372.  You  have  no  sort  of  method  determining 

whether  these  people  are  suitable  except  that  some- 
body may  know  somebody  else  and  thinks  it  a pity 
that  somebody’s  son  should  not  have  a turn.  Is  that 
it? — No.  We  are  more  concerned  with,  and  our 

knowledge  is  better  with  regard  to,  what  I may  call 
the  Board’s  appointment  of  Collectors.  The  Board 
appoint  about  1,000  Collectors. 

373.  Mrs.  Knovdes:  Then  you  a,re  quite  satisfied 
with  the  present  method  of  appointing  Collectors.  It 
seems  to  me  rather  weakening  the  administration  to 
have  people  who  are  appointed  anyhow  instead  of 
having  skilled  men? — I do  not  endorse  the  view  that 
our  present  system  of  appointing  Collectors  is  the 
best ; but  of  course  the  work  of  collection  is  quite 
lifferent  work  from  that  of  the  Surveyor  of  Taxes. 
In  the  case  of  the  Collector  he  has  so  much  put  in  a 
book  which  is  given  to  him  and  he  is  told  that  he 
has  to  collect,  for  example,  from  Thomas  Jones, 
£1  6s.  8d.,  and  he  is  given  very  strong  powers  to 
enforce  that  payment,  and  he  gets  the  money. 

374.  There  is  therefore  no  sort  of  method  of  dis- 
crimination in  the  way  in  which  your  Collectors  are 
appointed,  and  that  is  a branch  you  would  like  to 
see  remedied.  Is  there  any  leakage  from  that?  Do 
they  let  off  friends  or  anything  of  that  kind?-- No. 
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Tiie  Collector  lias  to  collect  what  he  is  told.  He  gets 
a book  given  him  with  the  amounts  in  it.  He  has 
nothing  to  do  with  deciding  how  much  a person  is 
going  to  be  charged. 

37o.  Does  your  Surveyor  get  any  sort  of  bonus  on 
the  amount  he  collects:'  Is  it  understood  that  if  he 
does  not  collect  from  his  district  as  much  as  his  pre- 
decessor he  does  not  get  promotion  ? — You  are  talking 
of  the  Surveyor  of  'faxes  now;' 

376.  Yes,  l have  shifted  co  the  Surveyor. — There 
is  nothing  of  that  sort  at  all. 

377.  It  is  not  understood  that  the  man  who  gets 
most  out  of  the  district  is  considered  to  be  a good 
man  and  therefore  he  sides  against  the  public? — 
Nothing  of  that  kind  is  spoken  about  or  thought 
about  at  Somerset  House  or  anywhere.  It  is  entirely 
remote  from  one’s  thought. 

376.  Therefore  he  is  not  arrayed  against  the  pubiic 
in  that  respect;  that  he  gets  on  if  he  collects  more? — 
No. 

379.  What  would  happen  to  a Surveyor  who  got 
less  than  his  predecessor? 

380.  Chairman  : The  point  that  Mrs.  Knowles  puts 
is  really  believed  by  a great  number  of  people  to  be 
so — that  a Surveyor  will  not  get  promotion  unless  he 
collects  more  money.  That  is  believed  by  a great 
number  of  people  and  she  is  asking  you  for  your 
answer  to  that  question? — There  is  no  foundation 
whatever  for  it.  A Surveyor’s  work  is  examined.  A 
person's  assessment  might  run  down  from  £50,000  to 
£20,000,  but  that  has  nothing  to  do  with  the  Surveyor 
at  all ; it  is  one  of  the  ordinary  fluctuations  of  com- 
mercial life. 

381.  Mrs.  Knowles:  Would  there  be  any  insuper- 
able difficulty  in  these  Surveyors  acting  in  a more 
advisory  capacity  than  they  do  at  present? — To 
whom  ? 

382.  To  the  ordinary  Income  Tax  payer.  Would  it 
add  enormously  to  the  administrative  difficulties  if 
they  helped  people  out  a good  deal  more  than  they 
do?  You  turn  up  at  the  ordinary  Income  Tax  office 
and  say:  “Look  here,  I d.Q  not  understand  this,” 
and  the  Surveyor  is  pretty  short;  he  has  got  a lot  to 
do.  Is  it  not  possible  that  they  might  act  in  a more 
advisory  capacity  than  they  do  and  help  people 
more?  Would  it  insuperably  add  to  the  numbers 
that  might  be  required  and  make  the  administration 
too  expensive? — I do  not  know  quite  from  what 
starting  point  such  a thought  is  taken. 

383.  Take  the  case  referred  to  this  morning — the 

ordinary  weak-kneed  female  relative  whose  forms  have 
to  be  filled  up.  They  do  not  understand  them,  and 
they  pay  what'  is  asked ; possibly  it  is  right,  possibly  it 
is  mot ; otherwise  they  must  go  to  a lawyer  and  it 
would  take  a lot  of  money.  Is  it  possible  that  Sur- 
veyors might  act  a little  a's  friends  of  the  public  arid 
help  them  out? — Of  course  one  has  to  bear  this  in 
mind 

384.  I know  they  are1  very  busy  men. — Quite  apart 
from  that,  the  Surveyor  must  expect  the  public  to 
help  him  also,  and  of  course  very  often  persons  are 
not  prepared  to  take  sufficient  trouble  with  their  own 
affairs  to  give  him  the  necessary  information  to  deal 
with  their  case.  He  cannot  divine  what  a person’s 
income  is.  They  must  give  him  a sufficiency  of  fact 
to  enable  him  to  tell  them  what  their  case  entitles 
them  to  be  repaid.  I suppose  you  are  thinking  oJ 
cases  of  repayment? 

38o.  Anything.  There  is  an  enormous  amount  of 
ignorance;  they  have  this  paper  in  front  of  them, 
and  it  scares  them,  and  they  do  not  know  what  to  do. 
They  get  into  awful  holes,  and  they  go  round  and  ask 
somebody  else  who  knows  a'  little  less.  If  it  was  only 
understood  that  they  might  go  to  the  Surveyor, 
would  it  not  be  better? — But  they  do  go,  I think. 

386.  Do  you  think  they  do?  They  so  often  think 
that  it  is  his  business  to  get  as  much  as  he  can 
out  of  them  that  they  very  often  keep  clear  of  him. 

387.  Chairman : Have  you  had  complaints  from 
anyone,  Mrs.  Knowles,  on  that  ground? 

388.  Mrs.  Knowles : This  is  a general  impression 
from  what  has  been  convened  to  me;  I do  not  know 
that  I have  ever  investigated  it;  I have  never  gone 
into  it. 


389.  Chairman:  Are  there  instructions  that  a Sur- 
veyor must  act  with  courtesy  and  consideration? — 
We  are  very  strict  indeed  on  that  point,  and  if  we 
get  complaints  from  the  public  we  are  very  much 
perturbed  by  it  and  take  immediate  steps  to  investi- 
gate such  cases. 

590.  Mrs.  js.nowles  : Do  you  find  any  dropping  of 
the  standard  of  your  Purveyors  owing  to  the  war? 
When  you  have  had  to  put  men  in,  have  you  had  to 
put  a lower  type  in,  or  have  you  been  able  to  main- 
tain the  same  standard? — We  have  taken  on  a very 
large  number  of  new  Surveyors  since  the  war  started, 
because  we  have  had  a great  deal  more  work  to  do; 
but  one  thing  I think  that  has  struck  every  person 
who  has  come  in  contact  with  these  men  who  have  been 
taken  on  is  the  remarkable  manner  in  which  they 
have  dovetailed  themselves  into  the  system,  and  risen 
to  what  we  from  our  point  of  view,  rightly  or  wrongiy, 
consider  to  be  the  very  high  traditions  of  hard  work 
and  knowledge  which  have  been  a feature  of  our  ser- 
vice. We  have  been  remarkably  pleased  with  the  men 
we  have  taken. 

391.  Then  although  you  have  had  a great  many  men 
go  off  to  the  war,  the  expansion  has  not  injured  the 
service? — The  new  men  have  adapted  themselves  to  the 
work,  and  to  our  conditions  with  regard  to  the  work, 
with  marvellous  succcess. 

392.  Y'ou  have  been  speaking  of  tbe  special  exemp- 
tions under  which  railways  assess  themselves.  Are 
there  any  other  instances  like  that  of  the  lawyers  in 
the  Temple,  for  instance ; do  they  assess  themselves  ? — 
The  railways  do  not  assess  themselves. 

393.  I understood  you  to  say  so? — No,  they  are  all 
assessed  by  the  Special  Commissioners. 

394.  Are  there  any  cases  of  a special  Bort  where 
people  are  allowed  to  assess  themselves? — I think  the 
Bank  of  England  and  the  Bank  of  Ireland  have  their 
own  Commissioners;  and  public  departments,  such  as 
the  Admiralty  and  the  War  Office.  I am  speaking 
now  of  the  persons  employed  there,  who  have  fixed 
salaries;  they  are  charged  by  what  are  called  De- 
partmental Commissioners. 

395.  Has  not  the  Temple  got  some  sort  of  juris- 
diction of  its  own  for  Income  Tax? 

396.  Mr.  Kerly:  Only  for  collection. 

397.  Mrs.  Knowles:  Do  you  find  that  it  works 
satisfactorily  in  the  exceptions  you  have  mentioned, 
the  Bank  of  England,  the  Bank  of  Ireland  and  the 
departments? — Yes;  they  make  their  returns. 

398.  On  what  ground  are  those  exemptions? — It  is 
not  an  exemption ; it  is  a privilege — if  it  is  a privilege 
at  all.  One  would  have  to  go  back  to  1842  to  find  its 
origin.  It  is  in  that  Act  that  the  Governors  and 
Directors  of  the  Bank  of  England  shall  appoint 
Commissioners  to  assess  the  dividends  paid  by  the 
Bank,  the  salaries  paid  by  the  Bank,  and  the  profits 
of  the  Bank. 

399.  Then  in  the  matter  of  administration  would  it 
throw  an  additional  burden  on  your  Department  if 
the  incomes  of  husband  anti  wife  were  separated? 
Would  it  increase  the  expense  of  administration? — 
Yes,  it  would  increase  very  largely  the  number  of 
assessments,  and  each  case  would  require  its  own 
investigation. 

400.  It  would  require  an  extra  staff,  would  it?— 
Some  addition  to  the  staff.  There  would  be  more 
work  certainly.  That  is,  there  would  be  two  assess- 
ments where  there  is  now  one,  and  two  collections 
where  there  is  now  one. 

401.  Would  you  be  required  to  verify  things  like 
marriage  certificates?  You  would  have  to  go  into 
the  question  whether  people  were  married  or  not 
before  you  could  claim  they  were  not?— Yes. 

402.  Chairman:  Would  it  bring  less  money? 

403.  Mrs.  Knowles : It  would  bring  less  money  of 
course? — Yes. 

404.  I do  not  know  whether  you  have  any  statistics 
of  the  nnmber  of  Income  Tax  papers  who  are  single 
and  the  number  of  Income  Tax  payers  who  are 
married  ? — No,  we  have  no  statistics  of  that  kind.  We 
never  have  had  any. 

405.  You  have  no  statistics'  of  the  number  of  assess- 
ments which  include  husband  and  wife? No. 
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406.  Because  then  one  could  see  how  far  one  could 
spread  it  over  the  unmarried? — No,  we  have  not  any 
statistics  of  that  kind. 

407.  Mr.  May : Do  you  think  the  Revenue  suffers 
at  all  from  those  forms  of  special  assessment  that  you 
have  indicated,  like  the  Bank  of  England  and  others? 

— No,  not  at  all. 

408.  Was  not  the  original  reason  rather  the 
magnitude  and  complication  of  their  operations,  that 
this  arrangement  was  made,  rather  than  from  any 
idea  of  privilege? — I suppose  they  were  very  striking. 
The  East  India  Company  also,  in  its  day,  had'  the 
same  privilege.  I suppose  they  were  very  outstanding 
cases  at  the  time,  in  1842,  or  perhaps  earlier,  in  1806, 
so  that  they  were  granted  this  right  of  making  their 
own  assessment. 

409.  Before  proceeding  further,  will  you  please  com- 
plete your  answer  to  Mrs.  Knowles.  You  said  there 
were  two  forms  in  which  Surveyors  of  Taxes  had  been 
appointed,  and  you  have  only  dealt  with  one.  You 
have  not  told  us  how  they  were  appointed  since  the 
war? — Surveyors  of  Taxes  since  the  war  have  been 
appointed1  by  a selection  board. 

410.  Without  examination? — Without  an  educa- 
tional examination. 

411.  Mr.  Kerly : Just  to  complete  what  was  asked 
you  just  now,  the  Collector,  I suppose,  needs  integrity, 
but  no  particular  ability? — That  is  so. 

412.  But  the  Surveyor  is  a highly  skilled  person  ? — 
With  regard  to  Income  Tax,  yes. 

413.  I mean  with  regard  to  Income  Tax.  He  is 
developed,  I understand,  according  to  your  system; 
he  has  responsibility  thrown  upon  him  individually 
from  the  commencement  of  his  career? — Not  as  an 
Assistant  Surveyor,  except,  of  course,  to  a small 
extent.  He  has  then  his  Surveyor  at  hand  to  appeal 
to.  But  one  might  say,  even  as  an  Assistant  Sur- 
veyor, he  has  some  responsibility  put  upon  him  from 
an  early  date. 

414.  And  then  when  he  gets  a district  to  himself,  he 
is  wholly  responsible? — Yes. 

415.  And  that  is  at  a very  early  age? — It  has 
ordinarily  been  so.  For  instance,  in  my  own  case, 

1 Avas  not  23  years  of  age  when  I was  thrown  out  into 
a district  by  myself. 

416.  I gather  from  your  evidence  that  you  are  not 
at  all  satisfied  with  the  present  arrangement  for  the 
administration  of  the  Inoome  Tax  and  its  collection? 
—I  should  rather  like  to  be  specific  with  regard  to 
that.  With  regard  to  the  assessing  work  of  the  local 
Assessors,  I think  that  that  certainly  might  be  passed 
into  the  hands  of  the  Surveyor. 

417.  Is  it  a fair  statement  to  say  that  as  things 
stand,  it  is  extraordinarily  complicated ; much  of  it 
is  inefficient,  and  its  complications  are  chiefly  due  to 
historical  causes’? — Do  you  mean  the  Income  Tax 
itself. 

418.  The  administration  of  the  Income  Tax  by  this 
system  that  you  have  described  to  us,  of  General  Com- 
missioners, Additional  Commissioners,  Surveyors, 
Collectors,  and  Special  Commissioners? — I have  noth- 
ing whatever  to  say  against  the  General  Commis- 
sioners, nor  the  Additional  Commissioners. 

419.  But  what  about  the  system?  You  describe  it 
yourself  in  paragraph  39.  May  I summarise  your 
paragraph  39  by  saying  that  the  Surveyors  are  con- 
stantly engaged  in  doing  other  people’s  work  ? — The 
Surveyor  is  constantly  engaged  in  settling  the  lia- 
bility of  the  taxpayers. 

420.  Which  for  the  most  part  nominally  is  done  by 
other  people,  General  Commissioners  and  Additional 
Commissioners? — Yes;  but  they  are  always  in  the 
background. 

421.  Is  this  a fair  statement:  that  the  General 
Commissioners  in  practice  are  useless  except  as  an 
appellate  body? — I think  that  is  the  duty  that  they 
do  carry  out,  and  I do  not  think  they  pretend  other- 
wise. 

422.  Nominally  they  make  assessments,  but  in 
practice  they  do  not? — The  General  Commissioners  do 
not  make  assessments. 

423.  Perhaps  it  is  the  Additional  Commissioners 
who  nominally  make  assessments? — They  deal  with 
Schedule  D assessments. 

424.  And  in  practice  it  is  the  Surveyor  who  really 
makes  them?— The  Surveyor  makes  a very  large 


number  of  them ; that  is,  he  gets  the  accounts  of  the 
company,  if  it  is  a company. 

425.  And  makes  suggestions  which  are  put  in  a 

group  and  signed  en  bloc  by  the  Additional  Com- 
missioners?— Not  by  all  the  Additional  Commis- 
sioners; but,  of  course,  one  is  speaking  now  of  600 
or  700  bodies  of  Commissioners,  and  it  is  very  difficult 
to  speak  

426.  I am  only  asking  you  in  general  terms? — 
Many  bodies  of  Commissioners  go  through  all  those 
assessments.  If  you  were  to  take  my  own  experience, 

I have  known  many  bodies  of  Additional  Commis- 
sioners with  whom  1 have  sat  in  my  time,  who  begin 
early  in  the  morning  and  go  on  till  the  evening. 
They  go  through  every  case  in  the  books. 

427.  How  many  days  a year  do  they  sit? — There, 
again,  it  varies ; in  some  Divisions  you  would  have 
four  or  five  meetings  of  the  Additional  Commis- 
sioners. 

428.  Four  or  five  days  in  the  year? — Yes. 

429.  How  many  assessments  do  they  go  through 
in  those  four  or  five  days — many  hundreds? — Yes. 

430.  Do  they  know  anything  about  them? — That 
would  vary  very  much.  You  might  have  some  Com- 
missioners who  would  know  a great  deal  about  the 
assessments  they  were  dealing  with,  and  in  other 
cases  you  would  find  Commissioners  who  knew  only 
certain  cases. 

431.  What  is  in  my  mind  (perhaps  wrongly)  is 
that  really  this  system,  as  it  formally  exists,  is  a 
sham;  it  represents  something  that  does  not  actually 
take  place.  The  examination  of  the  returns  and  the 
materials  for  making  the  assessments  is  done  by 
somebody  who  does  not  nominally  make  the  assess- 
ments, namely,  the  Surveyor.  Is  that  correct?— It 
is  quite  true  that  Surveyors  spend  every  working 
day  in  the  year  on  that  work. 

432.  You  agree  with  my  suggestion,  I think,  that 
the  only  real  purpose  in  those  cases  that  the  General 
Commissioners  serve  is  to  sit  as  an  appellate  body? 
— The  General  Commissioners,  yes. 

433.  Now,  let  us  see  what  sort  of  body  they  are  for 
doing  appellate  work.  They  are  a collection  of 
gentlemen  who  were  originally,  in  most  cases,  nomi- 
nated by  the  Land  Tax  Commissioners? — Yes. 

434.  Another  body,  existing  presumably  for  some 
other  purpose.  They  are  not  directly  appointed  as 
suitable  persons  to  be  an  appellate  court  upon  Income 
Tax  assessments.  Is  that  correct? — Certainly  it 
could  be  put  in  that  way. 

435.  It  would  be  better,  would  it  not,  that  the  body 
should  be  specially  appointed  for  the  purposes  that 
they  are  to  serve? — Do  you  mean  a central  body  like 
the  Special  Commissioners?  : 

436.  No,  not  necessarily  a central  body,  but  they 
should  be  appointed  and  selected  for  their  qualifica- 
tions for  the  work  they  have  to  do? — Certainly,  of 
course  one  would  agree  with  that. 

437.  Would  it  not  be  practicable  to  put  all  the 
work  that  they  do  not  do,  but  nominally  are  responsi- 
ble for,  upon  the  Surveyors  directly? — Of  hearing 
appeals,  do  you  mean? 

438.  No;  I have  gone  away  from  the  appeals.  I 
mean  the  assessments? — The  Additional  Commis- 
sioners? 

439.  I shall  be  glad  if  you  will  consider  this,  if  the 
idea  is  fresh  to  you.  I should  like  to  hear  the  official 
view  of  it.  Next  one  has  to  provide  for  appeals  from 
assessments.  Would  it  not  be  better  that  those 
should  go  to  an  appeal  court  expressly  appointed  for 
the  purpose  of  hearing  such  appeals? — Are  we  leav- 
ing the  question  of  locality?  Because  I personally 
attach  a great  deal  of  importance  to  locality. 

440.  I appreciate  that  answer.  You  would"  suggest 
that  whatever  appellate  court  there  should  be,  it 
should  be  a local  court? — Yes. 

441.  There  is  now,  of  course,  the  opportunity  of 
going  to  the  Special  Commissioners? — Yes,  that  is 
open  in  the  case  of  Schedule  D. 

442.  Would  it  not  be  practicable  to  increase  the 
Special  Commissioners  so  that  they  should  deal  with 
all  appeals? — All  over  the  country? 

443.  Yes. — I certainly  would  not  advocate  doing 
away  with  local  bodies  of  Commissioners.  I attach 
very  great  importance  to  that  point. 

444.  I can  see  obvious  advantages  in  it,  especially 
for  the  poorer  class  of  taxpayer?— Yes,  and  I think 
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ikaL  many  persons  would  prefer  to  go  to  the  local 
body,  They  may  be  wise  or  not,  but  r tnmk  that  is 
their  leeling. 

445.  supposing  we  have  local  bodies;  at  present  the 
General  commissioners  are  collections  of  local  people 
nominated  somehow  or  other.  Are  they  people  oi  ihe 
same  class  as  the  Justices  of  the  Deuce,  speaking 
generally.-' — 1 think  in  the  country  you  mignt  say  that 
is  so.  J 

44b.  \Y  hatever  they  are,  they  only  meet  a lew  times 
a year? — Yes. 

447.  And  there  are  a large  number  of  them,  and 
such  of  them  as  please,  go,  and  the  others  do  u,.i  u.-_ 
There  are  not  more  than  14  for  a Division.  ° The 
ordinary  number  is  seven,  but  it  may  be  increased  to 

448.  Is  it  your  experience  that  the  gentlemen  con- 
stituting the  General  Commissioners  for  a particular 
district  meet  together  often!' — As  Commissioners  do 
you  mean? 

449.  Yes — Perhaps  they  have  eight  or  ten  meetings 

in  the  year 

450.  Have  they  the  assistance  of  anybody  who  is 
accustomed  to  judicial  work  to  guide  them?— They 
have  their  Clerk,  who  is  generally  a solicitor. 

451.  Generally  a solicitor  ?— Yes,  I think  that  might 
be  said.  We  find  that  is  so. 

452.  Is  it  your  experience  that  sometimes,  at  any 
rate,  they  are  accustomed  to  think  that  a very  few 
minutes  is  sufficient  for  dealing  with  any  case,  huu- 
ever  complicated? — Do  you  mean  an  appeal  case  that 
comes  before  them — a case  which  has  accounts  that 
are  complicated,  and  which  wants  looking  into? 

453.  Yes. — It  is  not  my  experience  that  they  would 
dismiss  a case  like  that  quickly.  They  would  hear 
w hat  has  to  be  said  with  regard  to  it  on  both  sides. 

454.  I suppose  in  some  of  the  large  towns,  like 
London,  for  instance,  you  do  get  people  who  in  course 
of  time  get  a good  deal  of  experience  in  dealing  with 
these  things? — Yes. 

155.  Would  you  say  that  that  applies  elsewhere 
than  in  one  or  two  large  towns,  London  being  the 
largest,  of  course? — I think  the  degree  of  experience 
varies. 

456.  In  Ireland,  as  you  have  told  us,  at  par.  40  of 
your  evidence,  there  is  a different  system.  There  are 
no  General  Commissioners,  as  I understand.  That  is 
right,  is  it  not?— That  is  right. 

457.  Their  powers  are  entrusted  to  Special  Com- 
missioners, and  the  powers  of  the  Additional  Commis- 
sioners and  Assessors  are  exercised  by  the  Surveyors? 
— Yes. 

458.  I hat  is  more  or  less  what  I have  just  suggested 
to  you? — Yes. 

459.  How  does  that  work  in  practice  as  compared 
with  the  English  system?— In  Ireland  you  are  deal- 
ing with  a much  simpler  problem,  in  some  ways.  The 
Revenue  that  is  raised  from  Ireland,  I think,  is 
about  six  millions  a year,  and  in  Great  Britain  you 
have  40  times  that.  I think  the  class  of  case  which 
you  come  across  in  Ireland  is  a simpler  case  than  you 
find  in  England. 

460.  That  is  true  in  parts,  is  it  not?  Take  Belfast, 

for  instance;  Belfast  is  a big  industrial  town? Yes. 

461.  Now  compare  Belfast  with  another  town  of  the 
same  size  in  Great  Britain,  we  will  say  Bristol.  Does 
the  Irish  system  in  Belfast  work  as  well  as  the  English 
system  in  Bristol? — As  far  as  one  knows,  it  answers 
as  well,  but  I believe  in  Ireland  they  are  more 
accustomed  to  centralized  jurisdiction. 

462.  I thought  that  might  have  furnished  a 
practical  example,  perhaps,  of  what  I am  putting 
to  you.  Surveyors  do  not  deal  with  Super-tax  ?— No. 

463.  The  Super-tax  is  dealt  with  by  the  Special 
Commissioners? — Yes. 

464.  Is  the  Surveyor’s  work  considerably  compli- 
cated and  hampered  by  the  state  of  the  law?— I 
think  the  sta,te  of  the  law  with  regard  to  the  Surveyor 
is  defective  in  that  he  has  not  sufficient  powers. 

465  Does  that  mean  that  he  has  not  sufficient 
discretion?— In  dealing  with  the  public,  the  Sur- 
veyor has  no  right  to  demand  accounts.  He  has  a 
return  in  front  of  him ; it  may  be  right  or  wrong, 
and  he  may  know  that  it  is  wrong,  but  he  has  no 


power  lo  demand  accounts.  He  has  the  right  to 
ask,  of  course,  and  he  does  get  accounts,  but  he  has 
no  right  to  enforce  his  demand  for  accounts. 

466.  Unless  an  applicant  comes  to  him  for  a rebate 
or  a repayment?  — les. 

467.  do  you  think  it  would  facilitate  his  work  if 
he  had  the  right  to  demand  accounts  from  anybody 
within  his  district? — Most  certainly.  I think  that  i; 
what  is  wanted. 

468.  It  seems  pretty  obvious  that  that  is  so.  But 
further  than  tnat,  if  the  tax  itself  could  lie 
simplified,  it  would  diminish  the  Surveyor’s  work 
correspondingly  ? — Yes. 

469.  It  would  also  make  it  much  easier  for  the 
public,  who  are  not  assisted  by  accountants,  to  make 
correct  returns? — Yes. 

470.  Does  the  existence  of  what  for  the  moment  I 
will  describe  as  the  unnecessary  bodies,  the  General 
Commissioners,  in  their  nominal  work,  for  instance, 
add  to  correspondence  between  the  Surveyor’s  depart- 
ment and  the  Commissioners’  Clerks? — Not  much. 
(I  am  on  the  word  “ correspondence  ”) — not  much  to 
correspondence.  Of  course  there  is  a passage  of 
assessment  books  between  the  Surveyor  and  the  Clerk ; 
the  Clerk  does  some  work  which  he  has  to  do  upon 
them,  and  then  returns  them  to  the  Surveyor. 

471.  It  necessarily  means  the  duplication  or  tripli- 
cation of  all  books,  does  it  not?— No;  that  is  got 
over.  The  law  as  it  stands,  is  that  when  the  Com- 
missioners have  made  the  assessment,  they  are  to  give 
the  Surveyor  a duplicate  of  it.  In  practice,  they  do 
not;  the  Commissioners’  assessment  is  given  to  the 
Surveyor. 

472.  Do  you  mean  that  there  is  one  set  of  books, 
that  they  are  in  possession  of  the  Clerk  of  the  General 
Commissioners  when  the  Genera]  Commissioners  are 
sitting,  and  afterwards  are  taken  back  to  the  Sur- 
veyor’s office? — Yes. 

473.  That  is  what  happens?— Yes.  The  Surveyor 
does  not  have  duplicates  of  the  assessments;  he  has 
tiie  originals  always  in  his  own  hands.  I think  there 
may  be  one  or  two  exceptions  to  that  with  regard  to 
Schedules  D and  E books,  but  not  with  regard  to 
Schedules  A and  B ; and  not  with  regard  to  99  per 
cent,  of  the  Schedules  D and  E assessments. 

474.  There  is  an  appeal  from  the  General  Commis- 
sioners on  questions  of  law,  by  a case  stated  for 
the  consideration  of  the  High  Court? — Yes. 

475.  But  there  is  no  appeal  on  questions  of  fact?— 
No. 

476.  So  that  if  they  find  a fact,  assuming  there  is 
some  evidence  to  support  their  finding,  that  is  con- 
clusive?— Yes. 

477.  Whether  it  is  against  the  Crown  or  against 
the  taxpayer?— Yes. 

478.  Do  you  not  think  it  desirable  that  there  should 
be  some  means,  shall  we  say,  in  extreme  cases,  of  an 
appeal  upon  questions  of  fact?— That  might  be  so 
m some  cases,  but  I think  most  of  the  cases  in  recent 
years  have  been  stated  so  as  to  leave  the  question 
pretty  well  open  for  the  Courts. 

479.  Are  you  aware  that  there  has  been  from  time 
to  time  a great  deal  of  dissatisfaction  with  the  state- 
ments of  fact  by  some  of  the  Commissioners  ?— I think 
that  goes  back  to  the  beginning  of  the  present  cen- 
tury , back  to  1900  or  1902,  or  something  like  that. 

1 do  not  think  in  recent  years  there  has  been  much 
dissatisfaction  on  that  point. 

480.  I suggest  to  you  that  there  has  been  dissatis- 
faction  both  on  the  part  of  the  Revenue  and  on  the 
part  of  the  public  in  many  cases?— Yes,  there  has  been 
at  times,  but  I do  not  think  recently. 

481.  May  I remind  you  of  a case  which  I think  you 
will  recognize,  where  it  was  suggested  that  in  a case 
which  counsel  said  would  take  three  days  to  argue, 

rJ?  ^.en  ?11J1U*'®S  aHer  he  had  commenced  to  open, 
the  Clerk  of  the  Commissioners  produced  a suggested 
finding  of  fact,  which  was  passed  round  to  the  Com- 
missioners, and  they  all  said  that  they  agreed.  I do 
not  say  it  is  right,  but  do  you  remember  such  a case? 

— No. 

482.  Do  you  remember  the  case  of  Kodak  v.  Clark? 

— Yes. 
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483.  There  was  then  an  application  for  a mandamus 
to  the  Commissioners  to  rehear  the  matter? — Yes;  1 
think  that  was  in  1901. 

484.  Was  it  not  later  than  that? — No. 

485.  That  was,  of  course,  quite  an  exceptional 
matter? — Yes. 

486.  Do  not  take  it  that  1 am  suggesting  for  a 
moment  that  it  was  anything  more  than  an  accident. 
But  have  you  had  ocher  complaints  of  the  same  sort 
of  conduct? — No,  I do  not  think  so. 

487.  That  was  an  exceptional  case? — 1 iliink  about 
that  time  there  was  a disposition  for  Commissioners 
to  find  facts  very  strongly  in  their  cases;  but  in  recent 
years  I think  they  have  left  it  more  open. 

488.  At  one  time,  not  so  many  years  ago,  was  it  not 
a constant  observation  by  the  Courts  that  the  Com- 
missioners had  stated  one  side  or  the  other  out  of 
Court? — That  is  going  back. 

489.  As  far? — lies,  it  is  as  far  back  as  that.  I 
agree  entirely  with  what  you  say;  all  I wish  to  say 
is  that  circumstances  of  that  kind  have  been  quite 
rare  recently. 

490.  I am  sure  you  will  not  misunderstand  me  as 
desiring  by  my  questions  to  cast  any  reflection  upon 
the  General  Commissioners.  It  was  rather  the 
development  of  the  suggestion  I made  earlier,  that 
they  are  persons  who  are  unaccustomed  to  judicial 
business,  and  without  the  assistance  of  a trained 
guide — not  necessarily  professional,  but  of  any  trained 
guide,  such  as  a judge  directing  a jury,  or  a person 
experienced  as  the  Special  Commissioners  are  in 
hearing  appeals.  You  will  quite  understand  I do  not 
mean  to  make  any  other  suggestion?— Yes. 

491.  Sir  J.  Rarmood-Baimer : On  that  question  of 
the  General  Commissioners,  is  it  not  the  fact  that  in 
the  commercial  world,  they  are  considered  as  a buffer, 
a safeguard,  between  the  community  and  the  Surveyor 
of  Taxes,  and  they  are  looked  upon  as  perhaps  not  a 
perfect  but  a very  good  means  of  dealing  with  ques- 
tions of  depreciation,  and  questions  of  accounts,  and 
a fair  method  of  dealing  in  that  way  which  a trader 
does  not  always  get  from  the  Surveyor  of  T axes ? — I 
think  that  the  Surveyor  of  Taxes  sometimes  feels  that 
he  has  a case  with  regard  to  which  it  is  his  duty  to 
state  his  views  before  the  Commissioners,  that  is, 
to  put  his  view  of  the  case  before  the  Commis- 
sioners, and  not  to  decide  it  in  favour  of  the  tax- 
payer without  an  appeal.  1 think  in  that  way  cases 
sometimes  go  before  the  Commissioners  where  the 
Commissioners  stand  somewhat  in  the  position  you 
have  put. 

492.  The  Surveyor  of  Taxes  is  extreme  in  his  views 
in  these  matters  and  then  going  before  the  General 
Commissioners  it  is  open  to  a trader  or  a merchant 
to  get  some  relief? — I am  sorry,  I did  not  catch  the 
opening  part  of  your  question. 

493.  The  Surveyor  is,  perhaps,  rather  hard  on  ques- 
tions of  account  or  questions  of  depreciation ; then  it 
is  open  to  the  trader  to  go  before  the  General  Com- 
missioners, who  take  a broader  view  of  it,  and  very 
often  decide  rather  more  generously  than  the  Sur- 
veyor of  Taxes  does? — I would  not  assent  to  a general 
statomont  that  tho  Surveyor  of  Taxes  bears  hardly  on 
the  taxpayer.  What  I was  upon,  if  I may  put  it  in 
another  way,  was  this.  A particular  taxpayer  some- 
limes  wants  more  than  an  ordinary  taxpayer,  and  the 
Surveyor  of  Taxes  thinks  he  cannot  grant  that  allow- 
ance, or  that  exceptional  deduction  which  is  claimed, 
on  his  own  authority  and  take  the  case  to  the  Com- 
missioners and  say  ; “ Here  is  a case  in  which  I am 
willing  to  do  so  and  so,  which  I think  you  ought  to 
accept  ’ ’ ; but  he  thinks  that  the  case,  pro  and  con, 
ought  to  be  put  to  the  Commissioners  for  them  to 
consider  whether  or  not  to  give  the  taxpayer  what  he 
wants,  or  part  of  it. 

494.  I do  not  want  to  criticise  adversely,  but  I 
do  put  it  that  the  Commissioners  are,  in  many  cases, 
considered  by  the  taxpayer  as  a buffer  between  the 

•Surveyor  of  Taxes  and  the  taxpayer? — They  are  a 
Court  of  Appeal,  and  they  serve  that  purpose. 

495.  The  General  Commissioners,  at  all  events  in  all 
the  large  towns,  are  generally  advised  by  an  eminent 
solicitor.  I mention  that  because  I know  that  is  the 
case  in  Liverpool.  The  solicitor  always  attends  on 
them  and  they  listen  very  patiently  to  the  appeals 
and,  I may  say,  with  considerable  satisfaction  to  the 


appellants? — Yes.  Many  Clerks  to  Commissioners  are 
solicitors. 

496.  So  that  if  you  were  to  abolish  the  General 
Commissioners,  really  in  the  interests  of  the  taxpayer 
there  ought  to  be  some  other  body  set  up  to  see  that 
justice  was  done;  and  if  you  went  to  a hard  legal 
tribunal  you  would  not,  perhaps,  be  so  well  treated  as 
you  are  by  the  General  Commissioners,  who,  at  any 
rate  in  large  towns,  are  men  of  great  experience  in 
business? — I quite  agree.  I have  nothing  to  say 
against  the  General  Commissioners. 

497.  Then  in  paragraph  3 you  mention  that  you 
give  directions  to  the  [surveyors.  You  say:  “ The 
Board  of  Inland  Revenue  exercise  a general  control, 
and  ensure  through  their  Tax  Surveying  Service,  in 
association  witli  ci>e  Local  Commissioners,  the  con- 
tinuous and  consistent  application  of  the  machinery 
of  administration  provided  by  the  Act.1’  Now,  in 
giving  those  directions  to  the  Surveyor,  do  you  give 
them  any  liberty  of  any  sort,  liberty  of  expression, 
or  do  you  give  them  definite  directions  as  to  what 
they  should  do? — Some  subjects,  of  course,  admit  of 
definite  directions;  one  could  lay  down  a firm  line 
with  regard  to  them.  In  other  matters  you  cannot 
do  so;  but  what  that  passage  refers  to  is,  the  day-to- 
day  work  of  administering  the  Act,  of  carrying  the 
work  on  successfully  all  over  the  country.  That  is 
what  I was  thinking  of  more  when  using  those  words. 

498.  Is  it  not  the  fact  that  directions  are  given 
from  time  to  time  to  the  Surveyors,  sometimes  an 
absolute  direction  which  they  must  follow,  and  at 
other  times  giving  them  liberty  of  settling  matters  in 
their  own  way,  and  the  result  has  been,  especially 
latterly,  a good  many  various  decisions  by  the  various 
Surveyors,  which  have  created  a good  deal  of  dis- 
satisfaction because  they  differ  in  the  result?— We  are 
not  thinking  of  anything  like  that  in  what  is  written 
there.  Instructions  which  are  given  to  Surveyors  of 
Taxes  are  general  instructions,  definite,  of  course, 
with  regard  to  the  law,  and  with  regard  to  cases 
which  are  decided  in  the  courts.  General  information 
is  what  is  sent  to  Surveyors. 

499.  But  in  some  cases  they  are  given  liberty  to  deal 
with  a case  on  their  own  volition? — No  specific  in- 
structions of  that  tenor  are  sent  to  Surveyors. 

500.  You  have  not  heard  of  the  fact,  of  which  1 
certainly  have  heard,  of  there  being  a good  many- 
different  decisions  (given  by  various  Surveyors)  which 
conflict,  and,  of  course,  create  a good  deal  of  dis- 
satisfaction in  consequence? — I should  like  to  know 
something  about  those  cases  before  I express  any 
opinion. 

501.  Is  it  not  a fact  that  the  Board  of  Inland 
Revenue  have  rights,  of  veto  from  allowing  traders 
to  appeal;  that  there  are  certain  cases  in  which  the 
Board  of  Inland  Revenue,  When  one  wants  to  appeal, 
can  exercise  a veto  and  decline  to  allow  an  appeal? — 
I do  not  think  so. 

502.  Have  they  no  right  of  veto? — Are  you  think- 
ing of  Excess  Profits  Duty?  Of  course,  the  Board 
have  more  power  with  regard  to  Excess  Profits  Duty 
than  they  have  with  regard  to  Income  Tax.  Nothing 
occurs  to  me  with  regard  to  Income  Tax  on  the  point 
which  you  have  put. 

503.  I only  got  a letter  this  morning  from  some- 
body, saying,  “ I wish  you  would  ask  a question  with 
regard  to  the  veto  on  Income  Tax  ” ; he  put  it  on 
Income  Tax;  he  may  be  mistaken? — I think  there 
must  be  some  misconception  there. 

504.  Then  on  the  question  of  the  weekly  wage- 
earner.  Has  the  collection  from  the  weekly  wage- 
earner  added  largely  to  your  staff  and  to  your  ex- 
penses?— It  has  added  to  the  staff,  undoubtedly,  and 
necessarily  to  the  expense;  in  what  proportion  1 
could  not  say. 

505.  One  would  like  to  know,  if  you  could  let  us 
know,  what  it  has  added  to  the  expense.  Would  it 
not  be  simpler  if  that  was  collected  through  the 
wages  list  of  the  employers?  Would  it  not  be  less 
expensive  and  also  more  satisfactory,  and  get  a better 
result  if  it  was  collected  through  the  wages  sheets  of 
the  employers,  than  if  it  was  collected  in  the  way  in 
which  you  now  do  it? — We  have  some  cases  where  by 
agreement  between  the  taxpayer  and  his  employer, 
deductions  of  that  kind  are  made;  but  they  are  volun- 
tary. 
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506.  But  would  it  not  be  more  satisfactory  and 
cheaper  if  that  were  done  universally  if  the  employer 
was  required  to  deduct  the  tax?— The  first  question 
is  whether  the  wage-earners  want  it  done  in  that 
way;  whether  they  would  consent  to  its  being  done. 

507.  They  said  they  did  not  want  it  in  Parliament, 
but  still  the  question  comes  whether  it  would  not  be 
better  for  them  and  better  for  the  Revenue  if  it  was 
collected  m that  way?— I am  afraid  they  must  be  the 
judges  of  that  themselves. 

508.  Then  on  paragraph  55 : You  mentioned  that 
considerable  modifications  are  laid  down.  You  have 
not  put  here  in  any  way  what  your  views  of  those 
modifications  are.  I was  going  to  ask  the  Chairman 
if  we  might  ask  Sir  Thomas  Collins  to  send  us  what 
his  views  are  on  this  paragraph  55.  He  puts  certain 
alterations  that  are  suggested,  and  it  would  be  very 
valuable  to  have  them. 

509.  Chairman : Yes?— I was  thinking  about  that. 
Of  course  it  may  be  premature.  Much  that  may  be 
wanted,  if  anything  is  wanted,  must  depend  upon 
your  own  final  recommendations  with  regard  to  the 
reconstruction  of  the  Income  Tax. 

510.  We  should  discuss  the  point  the  Commissioner 
has  mentioned  now  and  probably  you  will  have  some- 
thing to  say  to  it  when  we  come  to  that  point  in 
conference. 

511.  Sir  J.  Hwi-mood-Banner : There  is  a very 
strongly  expressed  view  that  alterations  are  required. 

I am  sure  Sir  Thomas  will  give  us  the  benefit  of  his 
advice. 

512.  Chairman : You  will  take  a note  of  that,  will 
you,  Sir  Thomas,  because  that  will  come  up? 

513.  Mr.  McLintock : Do  you  not  agree  that  in 
ordinary  practice  it  would  be  an  advantage  if  the 
Board  of  Inland  Revenue  appointed  the  Assessors? — 
In  the  sense  that  the  Surveyor  of  Taxes  might  then 
take  over  the  formal  duties  of  the  Assessor  I should 
certainly  say  yes. 

514.  It  is  the  practice  at  present  in  a great  many 
cases  in  very  important  districts  that  the  Surveyor 
18  tic  'lssessor  as  we^-? — He  does  the  real  work,  yes. 

515.  He  issues  the  original  form,  the  yellow  form 
with  which  we  are  all  familiar,  and  it  comes  back  to 
nim  and  he  checks  it  and  he  settles  the  assessment 
finally,  generally  m agreement  with  the  taxpayer?— 
Ihat  is  so  in  Scotland,  of  which  perhaps  you  are 
thinking.  Of  course  there  the  Surveyor"  is  the 

m a L?lstncte  where  he  is  tbe  Lands  Valua- 
Officer.  There  is  then  no  local  Assessor  at  all : 
and  the  Surveyor  is  also  the  Assessor  in  several  parte 

OfW  2?  hVs  not  a Lands  Valuation 

Offioer.  So  that  outside  Glasgow  and  Edinburgh 
over  a great  part  of  Scotland  the  Surveyors 
Assessor,  and  there  he  would  send  you  the  form7  But 
. you  would  Set  tba*  fom  from  the  local 


svSem  Bi*S  n matter  Of  practice  you  find  that  the 
y!iv  wfrere  it  prevails  works  well?— Yes 

0 diL-ta?  tven  m°/e  rOffloien%  than  when  you  have 
a different  Assessor  ?-I  think  in  either  case  it  comes 

hLT  7 m“°h  Ahe  oame  tbing-  VTiere  you  have  a 
the  et?eS'Tn’  tiotS,ln’ey0.r  d°<*  do  the  real  work  in 
the  end.  In  most  oases  (not  in  all  for  there  are 
some  oases  where  the  local  Assessor  ioS  his  work? 
m most  cases  the  Surveyor  does  do  the  real  work  of 
is^rthn  a?  the  P1;**™*  moment  is  objected 

of  SirjTl  Whtleh  ° a5!°?  betwBen  ‘be  appointment 
tar?  a Assessor  and  the  later  date  when  the  re- 
turns and  other  statements  which  he  has  obtained 
come  into  the  hands  of  the  Surveyor.  The  benefit 

CorahaS?  ^rTOjor  would  get  that  work  into 
bis  own  hands  at  the  beginning  o?  the  year. 

a dfffei?®8*64-?6!8  ? 1,0  oblect  '^‘erer  in  having 
a different  official  to  issue  schedules  for  returns  of 

^thTav  ; b|  (f11*te  * procedure 

the  s’ohedufe?“«n  SurVef'OT's  <>«“  "'b»  »»“  »nt 

Prompwidt^raSn.  ^ ^ •****”*-*- 

Al  a matter  of  practice  in  all  assessments  of 
ih  a^?menT0e-?e.t”,'eyOr  P™0*^1!?  settles  these 
ventSn  S' ih  — taxP“5,?r’  'vithout  the  inter- 

vention  of  the  Commissioners  at  all  P— Yes. 


521.  As  a matter  of  fact  tbe  Additional  Commis- 
sioners perform  the  most  formal  duties  possible.  They 
merely  sign  the  book?— No,  as  1 said  in  answer  to  the 
Chairman  earlier,  there  are  districts  where  the  Com- 
missioners go  through  the  whole  of  the  assessments, 
and  in  other  cases  they  go  through  a proportion  of 
them.  Where  the  Surveyor  has  beforehand  had  ac- 
counts—a,nd  he  gets  accounts  in  a very  large  propor- 
tion of  important  cases — they  take . the  settlement 
that  he  has  made  with  the  taxpayer. 

522.  May  I put  it  in  this  way ; that  for  all  limited 
companies  the  Commissioners  perform  no  functions  at 
all?— Not  where  the  accounts  are  rendered,  which  is, 
of  course,  in  nearly  all  cases. 

523.  And  wherever  they  do  actually  go  over  a list 
of  taxpayers  it  is  in  some  small  district  with,  say 
' ei-y  small  shopkeepers,  who  probably  keep  no  ac- 
counts, and  they  just  run  through  the  list  to  see  that 
the  amount  looks  like  what  they  think  so  and  so 
ought  to  be  making  ?— No.  One  knows  from  one’s  own 
experience,  and  from  inquiries,  that  there  are  some 
important  districts  where  the  Commissioners  take  a 
very  active  interest  in  the  assessments  and  spend  many 
hours  over  them.  They  are  men  of  commercial  and 
social  knowledge,  which  renders  the  work  they  do  upon 
these  assessments  very  valuable.  That  as  I say 
happens  in  some  cases. 

524.  But  you  do  agree  that  in  the  assessments  which 
really  bring  in  the  large  a'mount  of  the  revenue  the 
Surveyor  and  the  public  settle  the  amount  between 
them  as  a rule? — Certainly. 

525.  And  agree  the  liability?  And  there  is  never 
a suggestion  from  a Commissioner  that  they  should  be 
m any  way  altered  ?— That  is  so. 

526.  In  fact  I put  it  that  no  Commissioner  would 

dare  to  suggest  an  alteration?— Oh,  he  dare,  but  in 
practice  I think  those  settlements  axe  accepted  by  the 
Commissioners.  J 

527.  There  is  one  point  on  which  I would  like  an 
expression  of  your  view;  that  is,  as  to  whether  it 
would  not  tend  to  the  more  efficient  administration 
and  more  revenue  being  collected  if  the  Surveyors 
had  a little  more  skilled  assistance?— Yes,  that  cer- 
tainly would  help. 

528.  During  all  the  war  time  in  their  ordinary 
duties— and  even  before  the  war— they  did  not  have 
the  time  to  go  through  every  set  of  accounts  and  every 
taxpayer’s  return  just  as  minutely  as  they  might  have 
done?— You  mean  that  they  were  understaffed. 

529.  Yes?  I quite  agree  that  that  was  so.  But  of 
course  in  recent  years  great  additions  have  been  made 
to  the  staff,  and  the  disposition  under  ithe  present 
Chairman  of  the  Board  and  the  late  Chairman  has 
been  to  recognize  understaffing  to  be  a drawback. 

530.  But  I suggest  that  even  these  additions  to  the 
statt  owing  to  the  war  have  been  insufficient  to  cope 
with  the  volume  of  work.  The  point  I want  to  put  is 

, that  it  would  be  to  the  advantage  of  the  State  if  the 
Surveyors  had  more  assistance  iin  order  to  investigate 
every  taxpayer’s  return  more  fully  than  he  does  at 
present? — I quite  agree. 

SSI.  On  the  question  of  the  General  Commissioners 
tlo  you  agree  that  practically  the  judgment  that  is 
given  on  appeal  as  a general  rule  depends  on  the  Clerk 
that  they  have?— No,  not  to  an  undue  extent.  I am 
speaking  generally. 

532  I will  put  it  more  specifically.  Many  changes 
that  have  taken  place  in  very  recent  years  have  made 
the  subject  so  intricate  and  complicated  that  the 
average  body  of  General  Commissioners,  through  no 
fault  of  their  own,  are  not  competent  to  deal  with 
appeals  where  any  question  of  accounting  arises  or  of 
differential  assessment,  and  the  many  points  that  you 
know  do  arise,  and  that  the  result  of  the  appeal 
depends  very  much  on  the  type  of  Clerk  that  they 
have.  Do  you  agree?— The  need  for  guidance  has 
pronounced  recently,  I should  say 
o33.  In  all  questions  of  accounting  at  all  times  I 
suggest  it  applies?— I think  that  when  you  come  to  an 
appeal  before  the  Commissioners,  first  of  all  the  Sur- 
veyor and  the  taxpayer  have  had  an  innings  with  one 
another  upon  the  matter.  It  is  generally  reduced  to 
some  one  or  two  pretty  bare  points  when  the  case 
goes  before  the  Commissioners,  and  they  are  not,  as 
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a rule,  asked  to  take  the  whole  thing  and  travel  over 
the  accounts  from  top  to  bottom.  Generally  some 
point  comes  out  which  is  put  to  them,  and  that  point 
as  a rule  can  be  comprehended  by  the  Commissioners. 

534.  I suggest  it  would  be  an  advantage  if,  instead 
of  the  General  and  Additional  Commissioners,  you  en- 
larged the  scope  of  the  Special  Commissioners,  who 
have  a greater  knowledge  of  all  matters  relating  to 
taxation  than  any  average  body  of  General  Com- 
missioners that  you  get  in  the  country?— 1 can  quite 
understand  enlarging  the  body  of  Special  Commis- 
sioners and  making  their  existence  more  widely  known, 
if  that  is  necessary,  but  whether  the  public  would  go 
to  them  in  preference  to  going  to  their  Local  Com- 
missioners or  not  I am  not  so  sure. 

535.  Or,  as  an  alternative,  strengthening  the  exist- 
ing bodies  of  Commissioners  by  giving  them  some  sort 
of  skilled  assistance  other  than  what  they  have  at 
present  ? — I do  not  know  what  special  form  that  would 


536.  I suggest  an  accountant  would  be  very  useful 
to  have  on  the  body  of  the  Commissioners.  I recog- 
nize, of  course,  he  would  have  to  give  up  entirely 
practising  Income  Tax  if  he  was  sitting  in  that 
capacity.  I suggest  to  you  it  would  be  helpful  to 
appellants  to  have  someone  to  advise  the  Commis- 
sioners on  accounts.  Do  you  agree?— I think  the 
advice  of  an  accountant  is  always  valuable. 

537.  That  was  not  the  question.  I suggest  it  would 
help  them,  as  they  are  presently  constituted,  to  have 
the  advice  of  someone  skilled,  not  necessarily  an 
accountant,  but  that  such  assistance  is  very  weak  at 
present. 

538.  Chairman:  We  shall  probably  have  to  report 

on  that.  , 

539.  Mr.  McLintock : I wanted  to  get  Sir  Thomas 
expression  of  opinion  upon  the  point. — Of  course,  on 
a general  question  of  that  kind  one  must  agree  that 
the  more  skill  and  knowledge  that  can  be  brought  -to 
bear  upon  the  subject  the  better. 

540.  You  do  not  say,  though,  that  the  present  body 
do  not  need  any  assistance? 

541.  Mr.  Birley:  On  the  question  of  the  status  ol 
Collectors  I take  it  that  they  have  no  discretion  practi- 
cally. According  to  your  paper  on  the  duties  ot 
Surveyors  and  Collectors,  they  have  a list  given  them 
of  what  they  are  to  collect,  and  they  carry  it  out  like 
any  other  collector  of  debts? — Yes. 

542.  Very  little  more  than  that?— Little  more  than 

that.  , . 

543.  It  is  not  a thing  that  would  require  great 

skill  or  judgment  ?— No,  not  beyond  the  collecting 
faculty.  , , . . 

544.  Then  on  the  question  of  the  weekly  wage- 
earners,  I take  it  there  would  be  a great  saving  in  the 
cost  of  collection  if  employers,  could  stamp  cards  in 
the  same  way  as  they  do  for  insurance  and  such 
things?— The  employers  would  want  remuneration  for 
doing  work  for  the  Government. 

545.  But  if  there  were  an  arrangement  by  which 
they  would  use  Income  Tax  stamps  and  deduct  the 
amount  from  the  wages  there  would  be  a great  saving 
in  the  cost  of  collection?— Yes,  if  that  were  done 
gratuitously. 

546.  Mr.  Mackinder : I want  to  ask  one  or  two 
questions  from  rather  a different  standpoint.  It  seems 
to  me  that  many  questions  that  have  been  asked 
have  regard  to  the  large  concerns,  at  any  rate  to  con- 
cerns which  keep  accounts  and  which  are  capable  ot 
defending  themselves ; but  I take  it  you  would  agree 
that  the  great  number  of  assessments  in  the  country 
are  with  reference  to  relatively  small  people?— 

547^  Retail  tradespeople,  small  professional  people 
and  that  type  of  person? — Yes. 

548.  Can  you  draw  any  distinction  between  tne 
action  of  the  Commissioners  in  those  two  types  or 
cases?  Could  you  do  it  geographically,  for  instance, 
as  between  the  great  cities  and  the  smaller  towns,  or 
in  any  other  way?  I mean,  are  the  Commissioners 
more  useful  in  the  case  of  smaller  retail  people,  an 
smaller  professional  people  in  a country  dis  ric  , 
where  local  knowledge,  one  imagines,  comes  in,  than 
they  are  in  great  centres  like  Liverpool,  Glasgow  and 
so  forth?— They  do  more  work,  as  regards  the  number 
of  cases  that  they  deal  with,  in  parts  like  tha  . 
larger  number  of  people  come  before  them  on  appea 
ana  have  their  cases  settled. 


549.  There  are  more  appeals? — Yes. 

550.  You  have  told  us  to  some  extent  that  the 
system  does  not  work  exactly  as  the  law  intended? 

That  is  so. 

551.  Would  you  say  that  it  does  work  to  a greater 
extent  as  was  intended,  in  those  cases,  than  in  the 
case  of  the  large  cities  and  the  great  joint  stock  con- 
cerns, and  so  forth? — Yes,  more  so,  but  still  far  short 
of  the  original  conception. 

552.  I put  it  to  you  in  this  way.  I myself  am  the 
son  of  a country  doctor,  and  I remember  well  the 
discussions  that  used  to  go  on,  as  to  appeals  to  the 
Commissioners  in  regard,  for  instance,  to  how  much 
should  be  allowed  from  rent  for  a consulting  room, 
and  how  far  a horse  was  used  for  professional  pur- 
poses and  how  far  for  private  purposes.  On  questions 
of  that  kind,  if  I remember  rightly,  the  Com- 
missioners used  their  local  knowledge.  They  knew 
the  man  and  they  used  their  local  knowledge.  Do 
you  say  that  that  goes  on  to-day  to  any  consider- 
able extent?— To  an  extent  it  does,  but  of  course 
deductions  of  that  sort  become  more  stereotyped  than 
they  were  if  you  are  speaking  about  20  or  30  years 
ago  or  something  like  that.  I think  deductions  like 
that  get  more  stereotyped  and  give  less  trouble  as 
time  goes  on. 

553.  I remember  at  that  time  there  was  very  con- 

siderable jealousy  of  the  Surveyor’s  interference  in 
such  things.  I am  speaking  of  a small  town  of 
1.0,000  inhabitants.  I remember  distinctly  the  feeling 
of  professional  men  all  round  about  was  a very 
general  feeling  of  jealousy  of  the  Surveyor,  and  the 
feeling  that  they  could  appeal  to  the  Commissioners? 
—Yes?  • .I  i 1 1 i 

554.  Would  you  say  from  your  experience  that  tiiat 
still  continues? — I do  not  think  it  continues  to  such  a 
degree  as  20,  30  or  40  years  ago. 

555.  On  the  other  hand,  there  was  also  this.  I am 
putting  to  you  my  memory  of  a special  case  as  a basis 
of  fact  to  start  from.  There  was  also  in  some  cases 
a feeling  of  dislike  that  the  Commissioners  who  were 
neighbours  should  know  one’s  business?  Yes. 

556.  In  that  case  people  trusted  neither  the  Sur- 
veyor nor  the  Commissioners? — They  went  to  the 
Special  Commissioners,  I suppose? 

557.  It  was  too  small,  as  a rule,  to  go  to  the 
Special  Commissioners,  I expect.  To  what  extent  are 
the  Special  Commissioners  resorted  to? — I have  the 
numbers,  if  that  would  answer  your  question. 

658.  I was  thinking  not  so  much  of  the  numbers 
Is  it  a question  of  large  taxpayers  resorting  to  the 
Special  Commissioners,  or  do  a considerable  number 
of  the  smaller  taxpayers  resort  to  the  Special  Com- 
missioners?—! think  the  fairly  well-to-do  class.  1 
know  in  cathedral  cities  and  places  like  that  fairly 
well-to-db  tradesmen  used  to  go,  and  I think  continue 
to  go  to  the  Special  Commissioners.  I do  not  think 
many  small  people  go  to  the  Special  Commissioners ; 

I could  give  you  no  reason  for  that  whatever.  Special 
Commissioners  cannot  take  an  exemption  case— the 
case  where  a man  says  his  income  is  less  than  £130  a 
year.  They  cannot  take  him  and  give  him  exemption. 
But  a person  whose  income  is  £131  a year  can  go  to 
the  Special  Commissioners  under  Schedule  D. 

559.  Have  you  ever  tried  to  plot  down  on  a map  the 
degree  to  which  people  go  from  districts  to  the  Special 
Commissioners?— No;  I think  there  is  a little  fashion 
in  it;  that  something  or  other  has  stirred  up  the 
locality  with  regard  to  the  local  Commissioners  per- 
haps; one  person  and  another. 

560  You  say  “one  person  and  another.’’  Sup- 
posing you  have  a case  of  a black  district  in  the  sense 
of  reference  to  the  Special  Commissioners  from  that 
district,  would  you  at  once  go  down  as  Chief  Inspector, 
if  I may  suggest  it,  and  investigate  the  Surveyor?— 
No  • you  do  not  get  out  of  the  Surveyor’s  hands  by 
o-oing  to  the  Special  Commissioners.  You  go  through 
him  to  the  Special  Commissioners.  So  that  it  might 
in  fact  indicate  a partiality  for  the  Surveyor. 

561.  Exactly;  in  that  case  it  would  be  a case  of 
promotion  for  the  Surveyor,  I take  it?— No,  I do 
not  think  so. 

562.  You  would  not  try  to  find  out  what  was  the 
reason  of  that;  whether  it  was  the  Surveyor  or  the 
Commissioners,  or  what  it  was?— No,  I think  you 
would  find  it  had  been  a matter  of  perhaps  slow 
growth,  and  a certain  conservatism  in  persons  having 
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their  assessments  always  made  by  the  Special  Com- 
missioners. 

563.  You  would  put  it  down  to  fashion:  you  would 
nut  investigate  it  to  find  out?— 1 cannot  say  that  that 
tr“  °”i0U?ht  kas  como  mto  mind  at  any  time. 

064.  1 think  you  answered  -Mis.  Knowles  as  to  cer- 
tain questions  negatively  in  regard  to  the  Surveyors. 
As  a matter  of  lact  how  ore  the  Surveyors  promoted? 
You  are  Chief  Inspector,  and  1 take  it  you  have  a 
large  hand  in  it?— He  have  a Promotion  Board.  I 
am  happy  to  say  it  is  not  left  to  me  to  stand  the  sole 
responsibility  Seniority  has  an  influence,  and 
certainly,  fcs  they  begin  to  go  up  in  the  higher  ranges 
merit  and  ability  We  judge  them  by  ability,  not£ 
any  account  by  the  success,  so  to  speak,  in  regard 
to  getting  more  money,  but  by  ability  and  merit,  and 
attention  and  regularity  in  their  work.  It  is  very 
hard,  of  course,  to  give  an  answer  to  that;  hut  men 
become  known.  We  are  in  contact  with  them  in 
Ways  “ the  QomsB  of  career,  and 

™ Tielr  industry  and  zeal  are  known. 

““ : , . mdu^try  and  zeal  ” sounds  unpleasantly 

near  to  what  has  been  put  to  you  on  the  other  side— 
judgment  by  results?— No,  I will  not  admit  that  at  all 
P™  T JS  d°ne  t0  time-  for  instance;  when 
of  ii|e  district  is  carried  out  to  time. 
lheT  d“  not  get  into  arrearp— They  do  not  get 
into  arrear;  they  settle  all  their  problems;  they  Ire 
not  always  leaning  on  their  superiors  and  giving 
them  a lot  of  trouble.  6 5 

in’lLteld  cyil  PMaSraPh  « of  your  evidence, 
Comm-  d Colleo‘“arS  ?re  aPP°mted  by  the  General 
Commissioners,  with  important  exceptions.  If  I 
remember  rightly,  when  you  were  answering  his  Lord- 

filled0"  ,sald.|llat  lf  i*6  power  of  appointment  once 
lapsed  it  lapsed  for  good?— Yes. 

oJw8‘ WriS?  tel1  T Yoenr  that  started  histori- 
came  about?— I think,  to  the  best  of 
my  recollection,  it  came  about  very  largely  in  the 
eighties,  and  it  had  its  predisposing  cauJes  in  a 
certain  number  of  defaults  of  Collectors  throughout 
tiie  country  the  parish  being  liable  to  lie  re-assessed 
niSTT  ie+lo-Cal  Rector  made  default  in  his 
?afrtS  ’ thTat,  when  he  pocketed  or  embezzled 
the  money  I do  not  want  to  speak  with  too  much 
assurance  but  I believe  there  had  been  a fairly  large 
number  of  defaults  throughout  the  country  and  the 
Commoners  said:  « We  will  not  have  the  responsi- 
i” u ,of  appointing  these  Collectors ; let  the  Board  of 
toianlRifVenUe,app01“t  tbem>”  because  in  that  case 
thr^  Tih  1S  n°  °nger  llable  for  what  may  happen. 

Art  of  P PrW6r  “U5t  have  been  sIiPped  ^to  some 
£2.  -?fi  P.arIiafieQt  at  some  time?— It  is  found 

Act  iImI  mTS.,t,“  Called  % Tax«  Management 
» T+wa  T?  t Act  was  entirely  a consolidating 

into  the  tew.  AOt  WhlCh  mtroduced  ”■>  real  chaugl 

dating  Anct°?thN  T|S’  ^ W0“  '“PP®5  iat°  a consoli- 
. dating  Act?— No,  I do  not  suggest  that  for  a moment. 

It  does  appear  definitely  in  the  Act  of  1880,  but  the 
Taxes  Management  Act,  1880,  waa  a mere  amalsa 
motion  of  a lot  of  old  Taxes  Acts,  stretching  badTto 
George  III.  and  William  IV.  and  so  on. 

I suggest' td  <?iear  your  ev'denee  about  this, 
the  Iflfi  I ry°U  *at  there  M TeI7  great  jealousy  on 
the  part  of  Commissioners,  and  on  the  part  especially 
of  their  officials,  with  reference  to  the  Inland 
Revenue  Service,  and  that  that  jealousy  is  in  part 
due  to  the  feeling  that  the  Inlaid  Re-Snfie  Serlfie 
is  always  edging  into  what  they  regard  as  their  pre  “- 
gatives,  and  that  this  is  a case  in  point?— No  I think 
it  IS  very  wide  of  the  point,  if  I may  sav  so.  Assume 
what  you  say  to  he  so.  The  Board  of  Inland  Revemfi 
,e  never  had  the  power  of  appointing  a Collector 
nhJrSStth/  r,ommissionfrs  themselves  havl  voluntarily 
abdicated  the  power  by  not  appointing  a Collector 
be  ore  the  31st  May.  They  need  only  appoint  a 
C ollector  for  the  year  commencing  6th  April  at  anv 

the!  tb  t0  slsl .that  is  tw°  months  later,  and 
then  they  would  continue  to  have  that  power  So 
that  in  no  cienmstances  I think  can  the  matter  he 
put  in  the  way  you  put  it. 

.572  How  would  you  from  your  point  of  view 
describe  the  relations  m the  way  of  cordiality  or 
otherwise  between  the  Inland  Revenue  Service  Sur- 

anf  “ forth  "ra  lhe  ClerkB  011  th° 

sioners,  Assessors  and  the  rival  local  Service?— 


Highly  satisfactory.  You  mean  cordial  every-day 
working  ? 

67'6.  ^.re  you  conscious  of  any  strong  jealousy 
between  the  two  'Services? — No,  none  whatever. 

5^4.  Professor  Figou:  I would  like  to  ask  you  a 
question  about  weekly  wage-earners.  It  has  been 
sometimes  suggested  that  it  would  be  fairer  to  the 
wage-earners  if  instead  of  certain  indirect  taxes 
income  lax  was  put  lower  down  the  scale;  and  it  has 
been  objected  tliat  that  was  unworkable  and  too 
expensive.  What  light  do  you  think  the  experience 
of  these  recent  taxes  throws  on  that?  Does  the 
thing  really  work? — The  weekly  wage-earners'  tax 
is  quite  a success;  that  is,  the  work  has  gone  smoothly 
m the  assessment  of  the  tax  and  in  its  collection. 

575.  Mr.  tiynnott : Do  you  mean  the  quarterly 
assessment? — Yes. 

576.  professor  Figou : Would  it  be  practicable,  do 
you  think,  if  the  scale  went  down  to  lower  incomes 
than  £130? — The  mere  mechanical  work  of  assessing 
and  coUecting.  of  course,  could  be  carried  out,  but 
the  assessment  and  collection  of  a tax  is,  like  every- 
thing else,  dependent  upon  the  spirit  in  which  it  is 
met  by  the  persons  who  are  concerned.  You  will 

|Ve  n°  assume  that  persons  with  an  income  lower 
than^£130  a year  are  willing  to  be  taxed. 

577.  But  on  the  assumption  that  it  was  done  in 
steps.-  If  you  can  get  the  persons  who  are  going  to 
be  assessed  at  something  lower  than  £130  a year  to 
acknowledge  the  propriety  of  their  being  taxed  it 
may  be  carried  out.  Of  course,  the  lower  you  get 
down  the  less  tax  you  would  get.  The  numbers  would 
be  very  large  and,  of  course,  the  cost  would  be  con- 
siderable. 

578.  And,  of  course,  it  would  be  necessary  that  the 
rate  wouid  have  to  be- lower  on  the  £60  than  on  the 
£130  man? — Yes. 

5/9.  Would  that  add  greatly  to  the  complications 
of  the  actual  collection?— Not  to  the  complication, 
but  it  would  add  to  the  cost,  and  when  you  are  at 
the  lower  figure  you  get  down  to  a larger  number  of 
taxpayers.  lou  will  reach  a greater  body  of  persons 
the  lower  you  go  than  you  would  get  in  the  corres- 
ponding reduction  from  £160  to  £130.  That  reduc- 
tion from  £160  to  £130  brought  in  a large  number 
of  people.  If  you  went  down  from  £130  to  £100  you 
w°uQld  ??fc  t,bat  ,number  multiplied,  I suppose. 

580  On  tlie  whole,  if  it  were  considered  desirable 
to  substitute  an  Income  Tax  going  further  down  for 
other  indirect  taxes  it  would  not  be  mechanically 

S l1Cable  rNo;  VVOuld  be  costl^  because  yoJ. 
would  have  the  greyer  numbers  and  the  smaller 
amounts  collected.  If  you  want  £1  from  a person 

wanth£l  f™  £13°  a year/°?  can  Set  it,  but  if  you 
trom  a Person  who  has  got  £100  a year  you 
the7  nherVe  more,  dl®culty  in  getting  it.  The  pooler 
whieh  r!  lf\  h6  larg,er  the  tr°uble  of  collection, 

money  to  L w?  ^ haVe  Pe°Pl°  with  the 
money  to  pay  what  is  charged. 

681.  It  would  be  progressively  more  difficult  but 

?°ab™PraCtlCabl61^ U 18  “0t  mechanically  imprac- 

582.  The  other  point  l want  to  put  to  you  is  this- 
UI  course,  at  present  savings  for  insurance  are 
Fwm  7 ex?mPted-  I*  has  BometimeB  been  suggested 
that  all  savings  ought  to  be  exempted.  There  again 
it  objected  that  the  thing  would  be  impracticable 
because  it  is  so  easily  evaded.  Do  you  think  that  with 
the  present  organisation  of  the  Income  Tax  that  is 
leally  impracticable;  I am  not  raising  the  question 
Whwfep  "|S  de]lra,’Ie?— The  exemption  of  savings? 

583.  People  might  evade  by  saving  one  year  and 
spending  the  next;  do  yon  think  that  would  be  dealt 
with  practically?— It  would  be  very  difficult  indeed. 
One  does  not  like  to  use  the  word  “impossible”  in 
connection  with  a service  which  has,  if  1 may  sav  so 
so  very  successfully  dealt  with  many  great  difficulties 

liability  ytra  W°Uld  reaCh  “ regi°n  °f  imPrat-': 
684.  Mr.  Armitage-Smith  : Is  there  any  reason  why 
the  Income  Tax  year  should  begin  on  the'  6th  April 
for  instance,  rather  than  the  1st  April?— No  I do  not 
think  so,  except  that  somebody  would  lose  live  davs’ 
tax  if  you  made  the  change.  No,  there  could  be  little 
diHicuIty  in  that. 

585.  There  is  no  Revenue  reason  for  maintaining 
a different  Income  Tax  year  from  the  financial  year? 

— No,  I think  not. 
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586.  In  the  course  of  your  paper  you  have  men- 
tioned five  different  categories  of  officials  connected 
with  the  collection  of  Revenue,  Commissioners  of 
three  kinds.  Collectors,  Surveyors,  Assessors  and 
Clerks.  Which  of  those  categories  are  permanent 
salaried  servants  of  the  State? — The  Surveyors—- 

587.  The  Surveyors  only?— And  the  Special  Com- 
missioners. The  General  Commissioners  and  the  Addi- 
tional Commissioners  are  unpaid.  The  Collectors  are 
paid  by  the  State,  but  they  are  not  permanent 
officials ; the  Assessors  are  paid  by  the  State,  but  they 
are  not  permanent  officials — 

588.  Would  you  describe  the  method  by  which 
those  categories  are  paid?— I should  have  mentioned 
that  the  Collectors  of  Customs  and  Excise,  who  act  as 
Collectors  in  Ireland  and  in  some  cases  in  Great 
Britain,  are  permanent  Crown  officials. 

589.  You  were  asked  at  the  beginning  of  your  evi- 
dence certain  questions  about  the  recruitment  of  cer- 
tain classes  of  Inland  Revenue  officials.  Are  you 
aware  that  that  subject  has  been  exhaustively  con- 
sidered by  another  Royal  Commission  within  recent 
years?— Do  you  mean  Lord  McDonnell’s  Commission? 

I remember,  of  course.  That  was  before  the  war, 
which  seems  so  remote  a time  to  one. 

590.  You  express  the  opinion  that  a special  system 
of  examination  for  a particular  category  of  public 
officials  was  pref  erable  ?— For  the  tax  surveying 
department  I feel  so;  it  is  my  own  opinion  I do  not 
give  it  as  the  opinion  of  the  Department.  It  might 
be  that  or  not,  but  my  own  opinion  is  in  favour  of  a 
special  examination  for  Assistant  Surveyors. 

591.  You  are  aware  that  we  have  a policy  of  recruit- 
ment which  is  intimately  connected  with  our  educa- 
tional policy,  and  the  view  which  you  have  expressed 
would  in  some  quarters  be  regarded  as  reactionary? 

It  might  be  so.  I am  not  afraid  of  being  dubbed  a 

I reactionary. 

592.  Chairman : What  do  you  mean  by  recruitment, 

1 Mr.  Armitage-Smith  ? 

593.  Mr.  Armitage-Smith : The  method  by  which 
an  officer  is  obtained  for  the  public  service. 

594  In  the  third  paragraph  of  your  evidence  you 
I point  out  that  the  Board  of  Inland  Revenue  is 
1 answerable  to  the  Chancellor  of  the  Exchequer.  Am 
I right  in  assuming  that  a more  accurate  description 
I would  be  the  Lords  of  the  Treasury  ?— That  might  be 
■ so,  technically. 

595.  Do  you  find  any  practical  inconvenience  m 
I the  fact  that  some  of  your  duties  in  Ireland  are  per- 
formed by  the  officials  of  another  department,  that 
I is,  the  Customs  and  Excise  Collectors  ?— Of  course, 

I one  goes  back  at  once  in  one’s  mind  to  the  fact  that 
? this-  connection  between  ourselves  and  the  Customs 
I and  Excise  originated  when  the  Excise  were  under 
the  Board  of  Inland  Revenue.  In  1909.  when  the 
I Excise  left  us  and  went  to  the  Customs,  they  became 
A officers  of  another  department.  The  general  view  is 
I that  the  arrangement  is  not  now  to  the  advantage  of 
I the  work  of  collection,  and  that  it  would  be  better 
S for  us  to  have  persons  collecting  who  were  directly 
? under  our  authority.  The  Customs  people,  of  course. 

have  their  own  work,  which  is  of  precedent  importance 
I to  them  over  the  collection  of  taxes. 

596.  With  regard  to  paragraph  49  of  your  evidence. 

I can  you  tell  me  on  the  average  what  period  of  time 
" is  required  for  a taxpayer  to  recover  from  the  Inland 
1 Revenue  the  excess  of  Income  Tax  levied  at  the  source 
I above  the  rate  which  is  legally  chargeable? — No.  I 
- cannot ; that  is  not  in  my  department. 

597.  Have  you  any  reason  to  believe  that  there  is 
any  considerable  leakage  of  taxes  chargeable  to  the 

| wage-earners  who  are  assessed  quarterly? — No,  not 
? considerable. 

598.  You  are  satisfied  that  the  State  receives  all 
that  is  due  from  that  particular  category  of  income 
taxpayers? — I think,  compared  with  other  classes  of 
taxpayers,  yes.  We  have  our  difficulties,  of  course. 

599.  Mr.  Synnott : With  regard  to  the  last  point, 
limited  companies  now  have  to  make  a return  of  all 
their  employees? — Yes. 

600.  Have  private  individuals  to  do  that? — Yes. 

601.  And  of  the  salaries  that  are  paid  by  them? — 
Yes. 

602.  They  have  also  to  make  a return  of  their  wages 

staff,  apart  from  the  salaried  staff0  Yes,  of  every 
nor son.  7 ' ' I 


603.  Has  every  employer  to  make  it? — Yes. 

604.  Including  farmers? — Yes. 

605.  Am  I correct  in  this  : Do  you  make  the  state- 
ment that  every  employer  is  bound  to  make  a return 
of  the  wages  of  his  staff?— Yes,  there  can  be  no  ques- 
tion about  it  at  all. 

606.  You  are  speaking  of  all  classes  of  employees. — 
Yes,  both  wages  staff  and  salaried. 

607.  Mr.  McLintoclc : A gardener  or  chauffeur?-- 


608.  Mr.  Synnott : I have  never  been  asked  to  do 
it.  With  regard  to  the  General  Commissioners  and 
Additional  Commissioners,  on  the  one  side,  there  is 
the  importance  of  having  the  local  knowledge? — Yes. 

609.  Both  for  assessment  and  for  appeal  purposes? 
—Yes. 

610.  On  the  other  hand,  in  the  case  of  the  Surveyor, 
he  is  a floating  personage,  a changeable  person ; he  is 
in  the  Civil  Service,  and  he  may  be  here  to-day  and 
in  another  place  to-morrow? — Yes. 

611.  Is  not  there  this  further  point  that  I think  you 
hinted  at  in  one  of  your  memoranda,  that  there  is  no 
intercommunication  between  these  bodies  of  General 
Commissioners  and  Additional  Commissioners?— None 
whatever. 

612.  So  it  is  quite- possible  that  they  may  take  quite 

different  views— it  would  be  only  human  nature— not 
only  on  questions  of  fact  but  on  questions  of  law  and 
questions  of  administration? — Yes,  only  I think  that 
anything  of  any  consequence  in  that  matter  is  brought 
through  the  Surveyors  to  the  Board  of  Inland 
Revenue.  . . ..  , 

613.  Does  not  it  point  to  this,  that  it  is  really  the 
Surveyor  who  must  in  the  end  give  a decision  upon 
these  points? — Not  a decision. 

614.  He  controls  them?— No.  Of  course,  there  is 
a right  and  a wrong,  and  there  is  a margin  of  right 
and  wrong  in  all  these  cases  too.  If  the  Local  Com- 
missioners in  some  part  of  the  country  were  to  do 
something  which  was  distinctly  wrong,  the  Surveyor 
would  communicate  that  fact'  to  the  Board,  and  the 
Board  of  Inland  Revenue  would  choose  some  officer 
to  go  down  and  discuss  the  matter  with  the  Clerk  to 
the  Commissioners. 

615.  Will  you  tell  me  this.  There  is  an  appeal,  and 
the  General  Commissioners  sit  as  an  appellate  tri- 
bunal ; what  is  the  function  of  the  Surveyor  in  that 
case?  Does  he  sit  with  the  Commissioners? — Yes. 

616.  Although  he  sits  there  at  the  table,  as  I under- 
stand, he  really  guards  the  right  of  the  Crown? — Yes, 
he  presents  his  case. 

617.  He  is  a party  to  the  proceedings?— Yes.. 

618.  Do  you  think  it  right  that  he  should,  sit  with 
the  tribunal— mind  you  the  same  remark  applies  to  the 
Special  Commissioners?— He  attends  before  the  tri- 
bunal in  the  same  capacity. 

619.  Does  not  he  Bit  at  the  head  of  the  table  with 
the  tribunal? — No,  he  sits  as  I am  sitting  here. 

620.  I only  once  had  the  pleasure  of  appearing 
before  the  Special  Commissioners,  and  my  experience 
was  that  the  Surveyor  sat  with  the  tribunal? — Only  in 
the  sense  that  I am  sitting  here  with  this  Commission 
this  afternoon. 

621.  Mr.  Kerly : Have  you  heard  of  a case  .where 
he  presided  and  had  presided  for  years  before  it  was 
pointed  out  that  he  oucht  not  to  do  so? — No. 

622.  Mr.  Synnott:  We  have  heard  various  views. 
Would  it  be  a compromise  that,  if  the  Surveyor’s 
powers  were  to  be  considerably  increased,  he  should 
have  the  benefit  of  the  advice  of  local  Assessors  with 
local  knowledge  and  local  experience ; a combination 
of  the  two  proposals?— The  Surveyor  has  the  local 
Collector  or  the  local  Assessor — 

623.  We  will  leave  out  the  Collector. — -As  a matter 
of  fact,  the  Collector  and  the  Assessor  in  nearly  all 
cases  aYe  the  same  person.  It  is  quite  a rare  thing 
to  find  that  the  offices  are  in  the  hands  of  separate 
men. 

624.  But  the  Commissioners  make  the  assessment. 
You  are  speaking  of  the  Assessor  a's  something 
different  from  the  Commissioners,  whereas  it  very 
often  is  the  same? — The  Assessor  and  the  Commis- 
sioners are  quite  distinct. 

625.  Do  not  the  Commissioners  join  in  making  the 
assessment  and  sign  it?-  Those  are  the  Additional 
Commissioners. 
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626.  I mean  the  Additional  Commissioners? — The 
Additional  Commissioners  make  the  Schedule  D assess- 
ments, but  they  do  not  make  the  Schedule  A or  B or  E. 

627.  Oh,  I know.  However,  I put  the  question  to 
you  that  possibly  there  might  be  that  compromise 
of  the  Surveyor  being  there  with  the  assistance  of  the 
local — call  them  what  you  like — Commissioners . Do 
they  keep  any  minutes  of  their  proceedings? — At 
appeal  meetings? 

628.  The  General  Commissioners  ? — The  Clerk  to  the 
Commissioners  keeps  the  minute  book. 

629.  Do  you  ever  see  the  minutes  up  at  head- 
quarters?— No,  we  have  no  title  to  see  them. 

630.  Now  will  you  tell  me  about  these  Surveyors. 
They  have  to  deal  in  different  parts  of  the  country 
with  quite  different  problems? — Yes. 

631.  They  have  in  Scotland  and  Ireland  and  parts 
of  England  to  deal  with  purely  agricultural  problems, 
farming  accounts,  and  so  on? — Yes. 

632.  In  large  towns  they  have  to  deal  with  balance 
sheets  and  depreciation  and  questions  of  that  kind? 
— Yes. 

633.  How  do  you  select  Surveyors?  Have  they  any 
experience  in  these  matters  before  they  take  up 
these  duties? — They  have  their  training.  When  they 
enter  the  Service  as  Assistant  Surveyors  they  are  sent 
as  such  into  the  offices  of  Surveyors  of  Taxes,  and 
there  they  remain  for  a period  of  from  two  to  three, 
four,  five,  or  sometimes  up  to  seven  years  before  they 
receive  their  commission  as  Surveyors  of  Taxes. 
Before  receiving  their  commission  they  have  to  under- 
go special  departmental  examinations  in  law  and 
accountancy  relating  to  Income  Tax,  and  in  the 
practice. 

634.  You  say  there  are  601  Surveyors’  districts 
altogether? — Yes. 

635.  That  is  in  Great  Britain  and  Ireland? — Yes. 

636.  How  many  are  there  in  Ireland? — I can  give 
you  that. 

637.  Am  I right  in  saying  there  are  eight? — Three 
times  eight. 

638.  Could  you  give  me  them.  There  are  two  in 
Dublin? — There  are  29  in  Ireland  altogether. 

639.  I group  Dublin  and  Belfast  together.  Tell 
me  in  separate  parts  of  the  country  how  many  there 
are? — In  the  total? 

640.  No. — There  is  one  in  Tralee,  two  in  Cork,  two 
in  Limerick,  one  in  Waterford,  one  in  Kilkenny,  one 
in  Athlone,  one  in  Enniskillen,  one  in  Galway,  one  in 
Sligo;  at  Dundalk  there  is  a Surveyor,  at  Newry 
there  is  a Surveyor,  seven  in  Dublin,  eight  in  Bel- 
fast, and  one  in  Londonderry. 

641.  Do  you  not  think  they  are  greatly  under- 
staffed?— Not  relatively. 

642.  Do  the  Surveyors  in  Ireland  do  the  assess- 
ments; they  do  everything,  do  they  not? — As  far  as 
the  assessment  is  concerned  under  Schedule  A they 
are  bound  by  the  rating.  They  have  got  Griffiths’ 
Valuation  before  them. 

643.  And  under  Schedule  D as  well? — Yes. 

644.  They  are  practicallv  the  first  appellate  tri- 
bunal. There  are  many  districts  in  which  farmers 
and  traders  live  40  or  50  miles  from  the  Surveyor? 
— Yes. 

645.  How  do  they  get  in  touch?  Is  it  not  the  fact 
that  the  Collector  knows  nothing  about  them? — The 
question  of  Schedule  B,  which  may  be  prominent  in 
your  mind,  has  only  come  to  the  front  in  the  last 
year  or  two. 

646.  Chairman . Is  your  point  of  examination  now 
that  you  feel  that  Ireland  is  under-staffed? 

647.  Mr.  fiynnott : The  next  question  will  raise  my 
point : Sir  Thomas  has  quite  followed  it.  In  the  case 
of  Schedule  B the  farmer  is  now  under  the  Income 
Tax.  Is  it  not  difficult  for  him  to  meet  with  the 
officer  who  has  control  of  that  tax  and  get  the 
matter  settled? — Of  course,  if  that  is  so,  it  is  a diffi- 
culty which  has  only  arisen,  so  to  speak,  to-day,  and 
it  will  make  its  effect  felt:  and  if  it  is  necessary,  of 
course,  a larger  number  of  Surveyors  will  be  placed 
in  Ireland. 

648.  Do  you  or  do  you  not  think  that  a number 
of  people  escape  assessment  altogether  or  are  under- 
assessed because  the  Surveyor  has  not  the  local 
knowledge? — Are  you  speaking  of  Ireland? 

649.  You  see  we  have  no  Additional  Commissioners 

there;  we  have  no  General  Commissioners I could 

pot  answer  offhand. 


650.  Perhaps  you  will  deal  with  the  question  later 
on  ? — Yes. 

651.  Who  are  the  Special  Commissioners  in  Ire- 
land?— There  are  no  separate  Special  Commissioners 
for  Ireland. 

652.  Who  are  the  Special  Commissioners  who  sit 
there? — There  are  seven  or  eight  Special  Commis- 
sioners, whose  head  office  is  in  London. 

653.  Do  they  go  over? — They  go  over  to  Ireland, 
and  spend  a great  part  of  their  lives  in  Ireland  doing 
the  work  there. 

654.  I want  to  ask  you  one  more  question  on  the 
general  question;  I confess  it  rather  astonished  me. 
At  paragraph  34  of  your  evidence  you  refer  to  a 
general  valuation  not  only  in  London  but  all  over  the 
whole  country  under  Schedule  A? — That  is  Great 
Britain  I am  talking  of. 

655.  Is  there  a quinquennial  valuation  of  the  whole 
of  England  for  Income  Tax  purposes? — Ordinarily, 
yes. 

656.  But  you  have  no  general  valuation  body  in 
England  as  there  is  in  Ireland? — No. 

657.  Is  it  done  locally?  Will  you  tell  me  by  whom 
it  is  done? — It  is  not  a valuation  such  as  you  would 
conceive  a valuation  to  be  in  Ireland,  where  you 
would  have  the  Commissioner  of  Valuation  and  his 
men  coming  down  and  surveying  every  field. 

658.  Is  it  a valuation  of  the  rack  rent? — Yes,  get- 
ting returns  of  rent. 

659.  How  is  it  obtained? — By  forms  of  return.  All 
the  occupiers  of  houses  and  lands  have  to  make  a 
return  of  the  rent  which  they  are  paying. 

660.  How  do  you  get  that  where  it  is  in  the  north 
country  of  England,  with  which  I am  familiar  to 
some  extent?  How  do  you  get  at  that  rack  rent 
when  the  occupying  tenant  does  not  very  often  pay  a 
rack  rent  but  has  a long  lease? — That  is  taken  into 
consideration.  He  has  to  declare  the  terms  of  the 
lease. 

661.  He  does  not  know  what  the  rack  rent  is.  I 
only  ask  how  do  you  secure  that  valuation  for  Income 
Tax  purposes  should  be  uniform  and  on  the  same 
basis  all  over  the  Kingdom  as  it  should  be,  you  will 
admit,  to  do  justice  between  man  and  man.  How 
is  that  done  in  your  quinquennial  valuation  in 
England  or  Scotland;  how  is  uniformity  obtained? — 
The  Act  of  Parliament  binds  us  to  accept  a rack  rent 
which  is  not  older  than  seven  years. 

662.  But  how  the  figures  with  regard  to  the  rack 
rent  are  obtained  you  perhaps  do  not  Enow? — We 
might  not  always  know.  The  actual  figure  is  obtained 
by  a return  which  is  called  for 

663.  You  hint  in  paragraph  55  of  your  evidence 
that  the  Surveyors  have  been  really  exercising  duties 
which,  strictly  speaking,  I think,  in  law,  they  have 
undoubtedly  no  power  to  do? — They  exercise  them 
with  the  approval  of  the  Commissioners. 

664.  Will  you  tell  me  this.  Have  your  Surveyors 
power  to  accept  compromises?  Supposing  there  is  a 
question  of  law  or  accountancy,  and  an  appellant 
says:  “ My  income  is  £1,200  a year,”  and  the  Sur- 
veyor says:  “No  your  proper  income  is  £1,500  a 
year,”  on  account  of  certain  disputes  either  in  law  or 
fact.  Can  the  Surveyor  say  this  sort  of  thing : “ I will 
compromise  it.”  Can  he  compromise  between,  say, 
the  £1,200  and  the  £1,500;  has  he  power  to  do  that? 
— He  has  no  specific  power  to  do  anything  like  that. 

665.  Are  you  aware  that  it  is  done? — I know,  of 
course,  that  many  points  of  dispute  arise  with  regard 
to  which  a great  deal  may  be  said  on  both  sides,  and 
there  are  a great  many  points  with  regard  to  which 
more  precise  information  may  be  required,  and  the 
lack  of  that  information,  which  it  may  be  impossible 
to  supply,  may  lead  to  some  settlement  between  the 
Surveyor  and  the  appellant. 

666.  As  far  as  the  duties  defined  in  the  Act  are 
concerned  you  would  consider,  1 suppose,  that  the 
Surveyor  in  doing  that  would  be  acting  on  behalf  of 
the  Inland  Revenue.  On  his  own  account  he  could 
not  do  it? — No.  He  would  be  acting  on  behalf  of  the 
Commissioners  before  whom  he  was  going  to  take 
that  settlement  for  approval. 

667.  But  it'  might  never  come  to  the  Commissioners? 
— T think  it  would. 

668.  It  might  or  might  not? — I suggest  that  it- 
would. 

669.  I do  not  want  to  pursue  this  point. 
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670.  Chairman:  Could  not  we  get  that  cleared  up, 
because  it  is  a point? 

671.  Mr.  Synnott : Supposing  in  this  case  there  was 
a compromise  in  fact  of  £1,400  a year,  taking  the 
basis  I suggested,  and  the  appellant  to  save  trouble 
agreed  to  that;  that  would  never  come  before  the 
Commissioners,  would  it? — I think,  of  course,  this 
point  cannot  be  put  fairly  unless  it  is  put  in  some 
concrete  way. 

672.  I undertake  to  put  a concrete  case. 

673.  Chairman:  That  will  be  very  valuable. 

674.  Mr.  Marks : Your  department  really  has  to 
administer  the  law  as  you  find  it  stands? — Yes. 

675.  You  have  no  latitude  in  which  you  can  exercise 
your  own  discretion? — Of  course,  one  has  got  to  be 
careful  in  answering  a question  like  that,  because  the 
law  is  not  always  a sharply  defined  line. 

676.  That  was  rather  my  point.  That  implies 
rather  that  there  is  a certain  amount  of  discretion 
vested  in  you  to  give  instructions  to  Surveyors,  for 
instance,  which  in  your  opinion  would  be  within  the 
letter  of  the  law? — I have  difficulty  in  answering  a 
question  like  that. 

677.  Well,  I will  not  press  that.  I will  just  ask 
you  this.  Looking  at  your  paragraphs  54  and  56, 
you  say : "Asa  consequence  the  administration  of  the 
tax  can  nowadays  be  adequately  carried  out  only  by 
means  of  compromises  which  involve  in  practice  a con- 
siderable modification  of  the  functions  of  the  various 
authorities  and  officers  as  laid  down  in  law.”  How 
have  those  modifications  come  into  being? — I am 
thinking  there  more  of  the  part  which  is  played  by 
the  Surveyor  of  Taxes,  with  regard  to  which  I have 
stated  a great  deal  in  a Memorandum  which  I have 
put  in.  [Nee  App.  No.  4.] 

678.  In  your  final  paragraph  that  statement  is  not 

confined  to  the  Surveyors? — Well,  it  really  does  centre 
round  the  Surveyors,  and  what  I have  in  my  mind 
there  more  than  anything  is  this : — that  you  find  the 
Surveyor  of  Taxes  settling  objections  by  the  taxpayer. 
I have  given  some  statistics  in  the  Memorandum 
with  regard  to  that,  where  you  find  that  the  Surveyor 
of  Taxes  is  the  every  day  working  centre  of  this  tax. 
If  I meet  a person  in  the  street  who  has  a tax  paper 
in  his  hand,  he  might  say  to  me:  “ What  is  the 
meaning  of  this?  Here  I am  charged  £500  for  some- 
thing or  other  and  it  is  wrong.  What  do  you  advise 
me  to  do?”  I should  not  say  to  him:  “You  must 
appeal  to  the  Commissioners.”  I should  say:  “ You 
had  better  go  and  see  the  Surveyor  of  Taxes,  and  after 
he  has  heard  your  explanation  or  seen  your  accounts 
he  will  probably  be  able  to  settle  the  case,”  meaning 
that  he  would  agree  to  something,  on  information, 
or  on  accounts,  which  he  is  able  to  take  to  the  Com- 
missioners and  say:  “Here  you  are,  Gentlemen” — 
he  does  not  say  it  quite  like  this,  but  it  is  the  tacit 
understanding  between  them — “ would  you  wish  this 
person  to  come  before  you  and  wait  about  the  place 
and  spend  half  a day  perhaps,  and  have  his  case  settled 
the  moment  he  comes  into  the  room  and  the  facts  are 
presented  to  you,  by  your  saying : ‘ we  reduce  your 
assessment  to  a certain  figure?’  ” I know  what  the 
Commissioners  would  say  to  the  taxpayer.  They 
would  say:  “It  is  a great  pity  your  having  the 

trouble  of  coming  here  at  all.” 

679.  The  object  of  my  inquiry  was  not  perhaps  any 
particular  case  or  kind  of  enso,  but  really  to  lead  up 
to  this : I was  going  to  ask  you  whether  this  modifica- 
tion in  the  administration  of  the  tax  has  gradually 
grown  up,  or  if  it  is  in  any  special  sense  the  result 
of  the  war?- — It  has  been  in  existence  all  my  tax  life. 

680.  Does  not  that  rather  imply  that  the  system  has 
not,  perhaps,  broken  down,  but  that  it  does  certainly 
need  some  modification  of  the  system  as  defined  or 
laid  down  bv  the  law? — Yes. 

681.  You  agree  with  some  such  modification? — Yes. 

682.  Have  you  considered  at  all  any  definite  plan  of 
modification  as  far  as  your  own  department  is  con- 
cerned?— What  runs  through  my  mind  in  that  matter 
is  that  the  Surveyor  should  be  the  Assessor,  as,  I 
think,  Mr.  McLintock  put  it ; that  he  should  have  the 
right  to  demand  accounts  from  people ; and  that  he 
should  have  a right,  in  law,  if  you  like,  of  dealing 
with  these  objections  which  persons  bring  up  which  he, 
in  fact,  to-day  does  settle  to  the  satisfaction  of  the 
Commissioners.  This  is  the  way  in  which  the  system 
is  working,  and  when  I ask  for  modifications  of  the 


law  I am  not  asking  for  modifications  which  will  over- 
throw the  present  practice  but  for  modifications  which 
will  seal  and  approve  it. 

683.  Do  you  mean  to  say  that  you  prefer  the  modi- 
fications of  this  system  to  be  stereotyped  in  law  as 
they  have  grown  up? — To  a large  extent. 

684.  In  spite  of  the  fact  that  you  agree  with  some 
of  the  suggestions  made  by  Mr.  McLintock? — What  I 
say  with  regard  to  the  local  Assessor  and  the  Surveyor 
is  this : that  the  Surveyor  in  most  cases  nowadays 
does  the  real  work  of  assessment;  let  that  be  recog- 
nized; I call  that  a modification  of  the  law.  With 
regard  to  the  work  of  arriving  at  the  amounts  of 
persons’  liabilities  and  getting  accounts  from  the 
public  being  performed  by  the  Surveyor,  let  that  be 
the  law ; that  is  a modification  also. 

685.  Mr.  Marks : My  lord,  would  it  be  possible  for 
Sir  Thomas,  if  he  has  framed  in  his  mind  any  scheme, 
to  outline  such  alterations  as  he  himself  suggests 
should  be  made.  I am  sure  that  I for  one  would 
value  very  much  a scheme  based  on  his  experience. 

686.  Chairman:  I think  that  the  Inland  Revenue 
will  come  later  on  with  their  ideas. 

687.  Mr.  Marks : Perhaps,  if  Sir  Thomas  is  coming 
again,  by  that  time  he  will  provide  it? — I shall  be  very 
happy  to. 

688.  Chairman:  There  is  a lot  of  evidence  that  we 
shall  have  to  hear,  upon  which  we  shall  form  some 
opinion,  and  then  later  on  they  are  prepared  to  bring 
up  their  views  as  to  reform  of  administration  and 
everything? — Yes;  and,  as  I have  remarked  before, 
modifications  which  would  be  to  the  point  with  the 
law  as  it  stands  at  the  present  moment  might  be 
utterly  beside  the  point  if  this  Commission  makes 
recommendations  for  changing  the  structure  of  the 
tax. 

689.  We  may  have  evidence  of  people  that  will  be 
against  the  Revenue,  and  they  may  bring  up  sug- 
gestions. They  do  not  at  once  want  to  bring  before  us 
their  suggestions. 

690.  Mr.  Marks:  If  it  is  understood  that  we  shall 
have  that  I am  content.  There  is  one  rather  im- 
portant point  I want  to  get.  You  said  just  now  in 
answer  to  Mr.  Armitage-Smith  that  you  did  not  think 
there  would  be  any  difficulty  in  making  the  financial 
year  and  the  fiscal  year— the  Income  Tax  year — co- 
incide. Would  you  say  that  any  great  difficulty  would 
arise  if  the  Income  Tax  year  were  made  from  J anuary 
1st  to  December  31st?— I would  not  like  to  answer 
that  off-hand.  There  might  be  some  intricacies  of 
account  at  the  Treasury  or  other  regions  that  I am 
not  aware  of.  I cannot  at  the  present  moment  give 
any  reasons  why  it  should  not  be  made. 

691.  Do  you  agree  that  it  would  be  very  convenient 
to  the  public,  and  particularly  the  business  public,  if 
the  Income  Tax  year  were  so  limited? — I am  not  sure 
whether  it  would  be  or  not. 

692.  You  have  not  formed  an  opinion? — No, 
because  of  course  the  accounts  which  we  have  to 
follow  for  Income  Tax  purposes  end  at  all  sorts  of 
dates.  There  is,  for  instance,  the  30th  June,  the 
30th  September,  the  31st  December,  and  also  the 
31st  March. 

693.  Would  you  not  agree  that  the  majority  of 
them  were  the  31st  December? — I think  there  is  a 
greater  proportion  ending  on  the  31st  December  than 
on  any  other  date. 

694.  With  reference  to  what  you  said  about . the 
weekly  wage-earners,  first  of  all,  have  you  any  idea 
to  what  extent  the  stamps  which  can  be  purchased 
at  the  post  offices  are  used? — How  far  they  have 
been  used? 

695.  Yes. — Yes,  I can  tell  you.  I think.  In  eleven 
months  from  December,  1917  to  November,  1918, 
£867,000  was  paid  in  stamps. 

696.  I suppose  stamps  of  different  denominations 
are  issued? — Yes. 

697.  Do  you  use  ordinary  postage  stamps? — -No; 
there  are  special  stamps,  but  if  by  mistake  an 
ordinary  postage  stamp  is  put  „on  it  is  not  objected 
to. 

698.  Then  in  Table  V of  the  statistics  relating  to 
Income  Tax  and  Super-tax  [see  App.  p.  21],  that 
is  taxable  income,  it  is  explained  that  taxable  income 
is  the  gross  income  brought  under  review  less  ex- 
emptions and  allowances  other  than  those  personal 
to  the  taxpayer;  that  is.  I take  it.  abatements  and  so 
on  allowed  by  the  Statute?  1 es. 
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699.  And  not  abatements  from  the  fact  that  he  has 
got  a wife  or  dependent  relatives  or  children? — Yes, 
the  personal  allowances  include  those. 

700.  In  Schedule  D,  the  weekly  wage-earners’  re- 
turns go  from  £200,000,000  roughly  in  1916-17,  to 
£400,000,000  in  1917-18,  and  £470.000,000  in 
1918-19? — That,  of  course  was  because — 

701.  I am  only  just  calling  attention  to  that  in 
passing.  Then  on  the  next  page,  Table  VI.  [see 
App.  p.  22],  the  income  shown  is  the  gross  income 
reviewed  by  the  Department  less  all  exemptions  and 
allowances  of  whatever  kind  or  however  made.  Could 
you  just  tell  me  what  sort  of  exemptions  and  allow- 
ances bring  those  totals  of  £200.000,000  and 

£400.000,000  down  to  £25,000,000,  £62,000,000  and 
£66,000,000?— -The  abatement  of  £120  to  each  tax- 
payer if  his  income  is  less  than  £400  a year,  the 
wife’s  allowance,  the  allowance  of  £25  for  each  child, 
and  similar  allowances. 

702.  Those  are  all  the  Statutory  allowances  to 

which  he  is  entitled  and  they  make  that  difference  P — 
Yes.  Of  course  they  are  very  large.  A person  with 
an  income  of  £200  a year,  and  a wife  and  child 

703.  But  that  is  excluded  from  one  or  other  of  the 
figures? — It  has  all  been  allowed  when  you  get  down 
to  the  lower  figure  of  £62,000,000. 

704.  Table  V is  “ less  exemptions  and  allowances 
other  than  those  personal  to  the  taxpayer.”  That 
conveys  to  me  the  idea  that  the  figures  stated  at  the 
bottom  are  the  taxable  income  of  weekly  wage- 
earners  less  exemptions  and  allowances,  but  not  those 
exemptions  and  allowances  which  are  personal  to 
the  taxpayer,  wives,  children  and  so  forth,  and  I 
asked  you  for  that  amount. — The  figures  here  are 
gross  sums,  I understand,  before  deduction  of  abate- 
ments. I beg  you  to  understand,  however,  that  this 
Table  has  not  been  put  in  by  me. 

705.  Mr.  Marks : I beg  your  pardon ; I will  not  ask 
you  anything  more  about  it. 

706.  Mr.  May:  In  reply  to  Professor  Pigou,  you 
said  that  the  lowering  of  the  exemption  limit  in- 
volved progressive  difficulties  and  expense  in  assess- 
ment and  collection? — Yes. 

707.  Could  you  give  us  any  idea  what  has  been  the 
actual  increase  of  expense  in  lowering  from  £160  to 
£130? — I think  it  would  be  possible  to  give  some 
rough  estimate.  Of  course,  some  part  of  that  work 
has  been  undertaken  by  persons  who  are  engaged 
in  the  general  work,  and  it  would  be  very  difficult 
clearly  to  disentangle  what  expense  fell  one  way  or 
the  other,  but  some  estimate  I have  no  doubt  could  be 
given,  not  by  me  personally,  but  by  the  statisticians 
in  Somerset  House.  I have  no  knowledge  at  the 
present  moment  what  it  comes  to. 

708.  Do  you  think  it  would  be  practicable  to  show 
throughout  the  whole  graduation  of  the  tax  at 
stated  intervals  what  approximately  is  the  cost  for 
expenses? — No,  I do  no  think  so.  ' You  would  have 
to  cut  me  up,  for  instance,  into  so  many  parts  and 
allot  something  of  what  I cost  the  State  to  each 
part. 

709.  That  would  not  be  a serious  difficulty? But 

to  do  that  with  every  person  who  touches  the  tax 
in  any  way,  and  the  stationery  and  postages  and  all 
that  sort  of  thing— going  through  the  whole  of  those 
expenses  I think  would  be  a matter  of  some  difficulty, 
and  would  lead  to  rather  large  differences  of  opinion 
perhaps. 

710.  But  you  could  give  an  approximate  estimate 
of  the  original  figure  that  I asked  for,  the  extra 
expense  of  dropping  from  £160  to  £130?— A trial 
might  be  made. 

711.  You  will  try  thenP — Yes. 

712.  Mr.  Bowerman : You  were  questioned  about 
placing  upon  the  employer  a legal  obligation  to 
collect  the  tax  from  weekly  wage-earners? — Yes. 

713.  Is  it  within  your  knowledge  that  when  this 
particular  form  of  collection  was  agreed  upon,  or 
before  it  was  agreed  upon,  a conference  was  held 
of  employers  and  workers’  representatives,  and  the 
employers  agreed  with  the  workers’  representatives 
in  resisting  the  imposition  of  such  an  obligation?-  T 
remember  that  quite  well. 

714.  Leaving  it  to  be  a voluntary  matter? — Yes. 
Indeed,  in  the  Bill,  if  I remember  rightly,  there  was 
originally  a provision  that  if  the  tax  was' not  paid  by 
the  worker  in  a certain  time  we  were  to  fall  back  on 
t1-'  employer  and  give  him  power  to  deduct  it. 


715.  With  regard  to  the  collection  you  refer  to 
special  separate  Collectors  being  appointed  for  the 
purpose  of  collecting  this  money.  Are  there  many 
of  those  Collectors? — I do  not  think  the  number  is 
very  great.  There  are  some  in  certain  of  the  large 
working  centres.  The  numbers  of  taxpayers  run  to 
10,000,  20,000  and  30,000  in  some  districts,  and  there 
we  have  special  Collectors;  but  generally  speaking 
the  ordinary  Collector  has  undertaken  the  work  of 
collecting  the  quarterly  assessments  in  his  locality. 

716.  How  are  they  appointed?  Are  they  selected 
from  the  workmen  to  act  as  agents  on  your  behalf, 
or  how? — The  ordinary  Collectors  are  generally 
appointed  by  the  Local  Commissioners,  and  we  allow 
them,  where  the  numbers  of  working  people  are  not 
very  large  indeed,  to  collect  the  quarterly  charges 
with  their  other  charges. 

717.  With  regai-d  to  the  cost  of  collection,  does 
that  bear  an  excessive  proportion,  as  it  were,  to  the 
amount  collected? — That  I am  not  quite  sure  about, 
but  I do  not  think  it  does.  Of  course,  the  assess- 
ments on  the  wage-earners  are  all  comparatively 
small.  You  do  not  get  large  sums  collectible  running 
into  hundreds  and  thousands  of  pounds  such  as  you 
get  in  the  case  of  the  ordinary  assessments  some- 
times; so  if  you  are  to  take  the  cost  of  collecting 
not  by  numbers  but  by  the  amount  collected,  it 
might  be  that  the  collection  is  more  expensive, 
simply  because  you  have  not  got  these  huge  sums  to 
collect. 

718.  I understand  you  to  say  that,  so  far  as  the 
evading  of  the  tax  is  concerned,  the  weekly  wage- 
earners  bear  favourable  comparison  with  those  above 
them? — Quite,  yes. 

719.  You  have  really  no  cause  of  complaint? — Of 
course,  we  have  a double  check.  We  have  their  own 
return  and  we  have  the  return  of  the  employer. 
A trader  has  no  person  to  check  him  except  himself ; 
it  is  a matter  between  him  and  the  Surveyor;  but 
any  person  who  is  in  employment  has  his  salary  re- 
turned by  the  employer. 

720.  I notice  that  the  total  number  of  appeals  to 
General  Commissioners  for  two  years  number,  I think. 
548;  that  is  at  paragraph  103  of  your  memorandum. 
[See  App.  p.  33.] 

721.  Chairman  : Ts  that  the  quarterly  payments? 

722.  Mr.  Bowerman : Yes.  The  number  who  ap- 
pealed to  the  Commissioners  in  those  two  years  was 
548. 

723.  Is  not  that  a very  small  number? — Quite  a 
small  number,  yes.  There  were  more  than  a million 
of  charges  four  times  a year. 

724.  You  have  been  asked  with  regard  to  Income 
Tax  stamps.  Are  you  satisfied  with  the  number  that 
has  been  used;  is  it  satisfactory  as  a whole? — I think 
if  shows  that  the  mode  of  collection,  is  appreciated  bv 
the  working  man.  I believe  the  number  of  cafds  used 
is  increasing,  and  not  merely  in  proportion  to  the 
increased  number  of  assessments. 

725.  I asked  you  that  question,  because  at  the 
initiation  there  was  some  doubt  expressed  as  to 
whether  the  men  would  avail  themselves  of  that 
method  of  payment  or  not ; they  are  availing  them- 
selves of  it? — Yes,  to  a substantial  extent. 

726.  I suppose  the  experience  of  the  National  Insu- 
rance has  inculcated  that  method? — Yes. 

727.  Mr.  Warren  Fisher:  As  regards  the  recruit- 
ment of  Surveyors  of  Taxes,  you  have  expressed  a 
preference,  I gather,  for  a special  examination  for 
Surveyors? — Yes.  That,  of  course.  I give  as  my  per- 
sonal view. 

728.  So  far  as  the  subject  has  been  discussed,  would 
vou  say  that  that  is  a view  fairly  commonly  held 
in  the  Revenue? — By  men  of  my  own  age  and  experi- 
ence. with  whom  I am  more  in  touch  on  a matter 
like  that,  I should  sav  yes.  T think  we  all  feel  that 
our  work  calls  for  a knowledge  of  law  and  account- 
ancy, which  is  not  met  by  the  examinations  which  we 
have  had  recently. 

729.  In  addition,  I suppose,  to  your  special  examina- 
tion, you  would  rather  hope  possibly  for  the  cream 
of  the  other  Services,  the  men  already  in  other  Ser- 
vices of  the  Crown? — I should  like  to’  yes. 

730.  You  feel  that  the  responsibility  of  a Surveyor 
makes  him  quite  different  from  a headquarters  central- 
ised official? — Quite  different 

731.  Tt  is  considerably  greater  strain? — Yes.  and  his 
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self-reliance  wants  to  be  developed  at  an  earlier  age 
too. 

732.  What  sort  of  age  would  you  pass  him  in  at'?— 
About  17  or  18,  I think. 

733.  Would  not  that  cut  short  his  general  education 
rather? — I would  not  leave  him  too  late,  but  still 
l ha've  no  fixed  view  on  that  point. 

734.  But  if  our  system  of  education  in  the  country 
produces  a University  graduate  at  the  age  of  20, 
would  that  be  satisfactory  from  your  point  of  view? 
Would  you  prefer  to  have  a man  of  high  general 
education  ? — Yes. 

735.  Then  on  the  question  as  to  the  Surveyors  help- 
ing the  public,  is  it  not  the  case  that  a Surveyor 
would  naturally  look  upon  himself  as  really  under  an 
obligation  to  help  the  public,  or  does  he  regard  himself 
as  simply  interested  on  the  Crown  side? — No.  I 
think  he  feels  he  is  there  to  help  the  public,  and 
provision  is  made  for  that  as  far  as  possible. 

736.  I gather  from  your  replies  to  previous  ques- 
tions your  feeling  was  that  the  difficulty  at  the 
present  moment  is  that  the  staff  is  short  possibly  in 
numbers  and  in  the  average  training,  because  the 
additions  have  been  of  recent  years? — Yes. 

737.  Supposing  you  could  get  a sufficiently  large 
staff  of  a sufficient  number  of  years  of  training,  you 
would  not  feel  that  the  Surveyor  was  wasting  his 
time  in  helping  the  public  and  advising  the  public? — 
No. 

738.  Then  there  is  a small  point  as  to  the  accuracy 
of  one  of  your  documents;  it  is  paragraph  3 of  the 
proof  of  your  evidence.  It  is  a very  small  point,  but 
I should  feel  disturbed  if  your  whole  statement  were 
inaccurate.  It  is  there  stated  by  you  that  the  Board 
of  Inland  Revenue  are  answerable  to  the  Chancellor 
of  the  Exchequer.  Would  you  say  that  Inland 
Revenue  business  in  the  House  of  Commons  was  con- 
ducted by  the  Government  Whips,  for  instance,  or  is 
it  usually  done  by  the  Chancellor  of  the  Exchequer? 
Is  that  what  you  mean? — I certainly  think  we  look  to 
the  Chancellor  of  the  Exchequer  as  the  head. 

739.  Mr.  Armitag e-Smith : My  question  was  con- 
cerned with  the  legal  position,  and  I understood  the 
Witness  to  accept  my  correction. 

740.  Mr.  Warren  Fisher:  I am  anxious  that  this 
statement  should  be  acceptable  by  us  all  as  correctly 
setting  out  the  practical  facts  of  the  Income  Tax 
administration.  Now,  coming  to  the  Collectors,  the 
function  of  the  Collect  r,  from  what  you  have  said, 
is  merely  to  present  the  bill  made  up  by  somebody 
else? — Yes,  that  is  all. 

741.  And  with  regard  to  the  question  that  Mr. 
Mackinder  raised,  I find  in  the  Act  of  1918,  Section 
84,  it  is  stated  quite  definitely  that  where  Commis- 
sioners do  not  appoint,  the  power  goes  to  the 
Board  of  Inland  Revenue? — Yes. 

742.  Was  that  introduced  in  1880,  or  was  it  in 
existence  under  the  original  Acts? — It  must  have 
been  in  existence  under  the  original  Acts.  I cannot 
answer  to  the  letter  for  that,  but  I do  remember  that 
when  the  Taxes  Management  Act  came  out  in  1880 
a memorandum  came  with  it,  and  it  stated  that  it 
really  made  no  alteration  in  the  law  at  all.  It  only 
collected  together  the  existing  law  which  was  found 
in  a lot  of  old  Tax  Acts  running  back  to  the  Georges 
and  William  IV,  and  so  on. 

743.  Sir  E.  Nott-Bowcr : That  provision  was  in  the 
Taxes  Management  Act,  of  1880.  That  Act,  again, 
was  a consolidating  Act.  The  power  was  not  created 
by  the  Act  of  1880.  My  recollection  is,  and  it  can 
easily  be  tested,  that  if  you  look  for  one,  two  or 
three  years  before  the  Act  of  1880  you  will  find  the 
genesis  of  it. 

744.  Mr.  Warren  Fisher:  I just  wanted  to  clear 
my  mind  on  that  point.  One  further  point  with 
regard  to  the  weekly  wage-earner:  the  suggestion 
has  been  made,  not  merely  here,  and  not  infrequently, 
that  the  employer  should,  in  effect,  assess  the  tax  on 
the  wage-earner.  Would  not  that  be  a very  great 
differentiation  in  treatment  between  the  wage-earner 
and  other  Income  Tax  payers? — Yes,  an  entirely 
different  treatment;  but  is  it  meant  that  the  em- 
ployer should  assess  the  amount  to  be  deducted  as 
well  as  collect  it,  or  simply  collect  the  amount  that 
has  been  assessed  by  the  Surveyor? 

745.  Well,  I was  not  clear? — I think  there  are 
suggestions  floating  about  that  so  much  in  the  pound 
should  be  deducted  from  the  wages  which  are  paid, 
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it  being  an  automatic  arrangement  on  the  wage  sheet. 

746.  Chairman : But  there  is  no  suggestion  that  tbe 
emplo}'er  should  assess  the  tax,  is  there? 

747.  Mr.  Warren  Fisher:  That  brings  me  on  to  this, 
the  employer  would  have  to  know  the  amount  of  tax 
payable  by  the  wage-earner? — Yes. 

748.  In  order  of  course  to  deduct  it?- — Yes. 

749.  With  that  knowledge  before  him  he  will  at  all 
events  be  able  with  a little  arithmetic,  if  he  wants 
to,  to  arrive  at  certain  facts? — With  the  knowledge  of 
the  man’s  wages,  which  he  previously  had,  he  could 
reconstruct — 

750.  He  could  reconstruct  to  some  extent  his 
income? — Yes. 

751.  Would  not  that  be  withholding  the  confiden- 
tiality from  the  wage-earner  that  every  other  Income 
Tax  payer  demands  for  himself? — That  would  be  one 
of  the  results,  certainly. 

752.  Sir  W.  Trower:  With  regard  to  the  General 
Commissioners,  are  you  satisfied  from  the  point  of 
view  of  the  Crown  that  the  General  Commissioners  do 
substantial  justice? — Yes. 

753.  Would  not  the  taxpayer  be  dissatisfied  with- 
out a local  appellate  tribunal? — Yes,  I think  there 
is  a great  deal  to  be  said  for  that. 

754.  My  meaning  is  this:  that  the  taxpayer  is 
satisfied  with  some  protection,  between  himself  and 
the  Crown,  of  people  whom  he  locally  knows? — Yes. 

755.  Sir  E.  Nott-Boioer : I want  to  ask  you  a ques- 
tion with  regard  to  the  Income  Tax  year.  Take  the 
case  of  the  assessment  of  the  last  year  ended  on  the 
5th  April.  The  payment  of  Income  Tax  on  those 
assessments  covers  the  full  income  accruing  to  the 
taxpayer  up  to  the  5th  April? — Yes. 

756.  It  does  not  matter  what  average  of  years  the 
assessment  is  based  upon ; that  is  immaterial ; it 
really  was  a payment  in  full  in  respect  of  his  profits 
up  to  the  5th  April? — Yes. 

757.  If  this  year  the  Chancellor  of  the  Exchequer 
said:  “ We  are  now  imposing  an  income  tax  for  the 
year  ending  on  the  31st  March,”  would  not  the  tax- 
paver  be  entitled  to  say,  and  would  not  he  say: 
“this  is  not  a charge  for  the  full  year.  I have 
already  paid  the  tax  for  the  first  five  days  of  that 
year  and  I must  have  an  allowance  for  that”?  and 
if  you  were  to  take  it  a step  further,  as  Mr.  Marks 
suggested,  and  say  that  the  charge  this  year  is  to 
cover  your  liability  up  to  the  31st  December  next, 
would  not  he  say  “ You  must  not  take  a full  year  s 
tax  from  me ; you  must  take  not  only  three-quarters 
of  a year  but  six  days  less.”  I think  there  would  be 
real  substance  in  that,  because  a time  will  come 
sooner  or  later  when  the  taxpayer  will  go  out  of 
business  or  die,  and  if  you  only  alter  your  Income 
Tax  year  to  the  1st  April  when  he  goes  out  of  business 
or  when  he  dies,  you  claim  Income  Tax  from  him  for 
the  period  between  the  31st  March  and  the  day  of 
his  death,  and  he  would  have  paid  five  days  too 
much  or  three  months  and  five  days  too  much.  I 
think  you  almost  assented  a little  too  hurriedly  to 
that  proposition ; I think  there  are  difficulties. 
There  is  one  other  question  I want  to  ask — I do  not 
know  whether  you  would  attach  much  importance  to 
it — with  regard  to  the  powers  of  the  Surveyor.  I 
am  sure  you  will  remember  very  well  that  the  former 
power  of  surcharge  was  cut  down  quite  uninten- 
tionally by  the  Taxes  Management  Act  of  1880.  By 
the  language  used  in  that  Act  we  did  not  realize  at 
first  that  the  power  had  been  cut  down,  but  under 
a decision  of  the  law  courts  it  was  held  that  the 
Surveyor’s  power  to  surcharge  only  extended  to  cases 
where  there  had  been  no  assessment?— Yes. 

758.  And  did  not  cover  the  cases  of  insufficient 
assessment? — Yes. 

759.  I do  not  know  how  much  practical  importance 

vou  attach  to  that,  but  would  not  you  think  it  worth 
while  to  restore  the  former  powers  of  the  Surveyor 
in  respect  of  surcharges?  We  were  rather  disturbed 
at  the  time? — Yes,-  because  the  Surveyor’s  power  ot 
surcharge  ran  8 months  beyond  the  Additional  Com- 
missioners’ power  of  surcharge.  The  Surveyor  had 
had  it  for  12  months  afterwards,  that  is,  for  H 
months  after  their  power  had  elapsed  he  had  a 
power.  Of  course,  the  powers  now  run  for  three 
years  each.  . . T 

760.  You  think  it  is  only  a question  of  timer'— l 
should  like  to  think  about  a point  like  that. 

There  is  one  correction  I wish  to  make  in  the 
Memorandum  on  the  Surveyors  of  Taxes;  I should 
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like  to  make  it  before  it  goes  any  further.  In  para- 
graph 69,  Table  of  adjustments  [see  App.,  p.  31], 
the  heading  is : “ Number  of  adjustments  made  by 
the  Surveyor  and  accepted  without  question  by  the 
Commissioners.”  The  words  “ without  question  ” 
escaped  my  notice,  and  I would  ask  you  to  delete 
them. 

761.  Chairman : It  is  your  statement,  of  course, 
and  you  wish  to  have  it  deleted? — Yes,  I intended  to 
take  that  out  on  the  final  proof,  but  it  quite  escaped 
my  notice. 

762.  That  is  at  your  request? — -Yes. 

763.  Mr.  Holland-Martin:  That  table  gives  certain 
important-  representative  divisions,  22  in  all.  How 


many  divisions  are  there  in  reality? — About  726,  I 
think.  I can  give  you  the  figures  respecting  adjust- 
ments for  the  whole  of  Great  Britain.  The  divisions 
listed  were  selected  haphazard,  but  while  we  were 
getting  the  figures  out  in  particular  for  those  divi- 
sions, we  were  getting  them  out  in  the  aggregate  for 
Great  Britain,  and  I can  now  give,  if  it  is  required, 
the  figures  for  the  country.  As  a matter  of  fact,  in 
the  remaining  parts  of  the  country,  which  are  rather 
more  rural,  I find  that  the  Commissioners  hear  a 
larger  proportion  of  appeals  than  they  do  in  the 
divisions  included  in  the  list,  where  people  come  with 
their  accounts,  and  have  got  better  evidence  as  a 
rule  to  lay  before  the  Surveyors. 


SECOND  DAY, 

Thursday,  8th  May,  19X9. 


Present  : 

LORD  COLWYN  (in  the  Chair). 


Sir  T.  P.  WHITTAKER. 

Mr.  BOWERMAN. 

Mr.  BRACE. 

Mr.  PRETYMAN. 

Sir  E.  E.  NOTT-BOWER. 

Sir  J.  S.  HARMOOD-BANNER. 

Sir  W.  TROWER 

Mr.  HOLLAND-MARTIN. 

Mr.  WARREN  FISHER. 

Mr.  ARMITAGE-SMITH. 


Mr.  BIRLEY. 

Mr.  KERLY. 

Mrs.  KNOWLES. 

Mr.  McLINTOCK. 

Mr.  MANVILLE. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 

Professor  PIGOU. 

Mr.  SYNNOTT. 


Sir  Frederick  Young,  M.P.,  Chairman  of  the  Association  to  Protest  Against  the  Duplication  of 
Income  Tax  within  the  Empire,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

764.  I presume  it  is  unnecessary  to  present  a case 
against  this  anomaly  but  rather  as  to  how  it  should 
be  met. 

765.  The  Chancellor  of  the  Exchequer  has  on  many 
occasions  of  late  admitted  the  injustice  and  unwisdom 
of  things  as  they  are  which  he  asserted  in  Parlia- 
ment only  last  year  should  not  continue  for  one  hour 
after  the  end  of  the  war. 

766.  The  Imperial  Conference  of  1917  passed 
unanimously  the  following  resolution  with  which  the 
British  Government  cordially  acquiesced : — 

‘‘The  present  system  of  Double  Income  Taxation 
within  the  Empire  calls  for  review  in  relation  (i)  to 
firms  in  the  United  Kingdom  doing  business  with 
the  Oversea  Dominions,  India,  and  the  Colonies; 
(ii)  to  private  individuals  resident  in  the  TJnited 
Kingdom  who  have  capital  invested  elsewhere  in  the 
Empire,  or  who  depend  upon  remittances  from  else- 
where within  the  Empire ; and  (iii)  to  its  influence 
on  the  investment  of  capital  in  the  United  King- 
dom, the  Dominions  and  India,  and  to  the  effect  of 
any  change  on  the  position  of  British  capital  in- 
vested abroad.  The  Conference,  therefore,  urges 
that  this  matter  should  be  taken  in  hand  imme- 
diately after  the  conclusion  of  the  war,  and  that  an 
amendment  of  the  law  should  be  made  which  will 
remedy  the  present  unsatisfactory  position.” 

767.  The  movement  has  been  consistently  supported 
by  the  Royal  Colonial  Institute,  the  London  Chamber 
of  Commerce  and  the  British  Imperial  Council  of  Com- 
merce. 

768.  There  have  been  protests  since  1896,  but  until 
recent  years  the  evil  was  not  acute,  owing  to  the  com- 
paratively light  Income  Taxes  throughout  the  Empire. 

769.  In  1914  two  important  events  accentuated  the 
anomaly  into  an  intolerable  evil:  — 


1.  The  Finance  Act  of  1914  extended  the  double 

taxation  to  all  income  derived  from  abroad 
(i.e.,  in  the  case  of  persons  resident  in  this 
country)  whether  it  was  or  was  not  brought 
here.  Before  then  the  only  income  affected 
was  that  which  was  actually  brought  to  this 
country. 

2.  The  outbreak  of  the  great  war  and  the  con- 

sequent increases  in  the  rates  of  Income 
Tax  throughout  the  Empire. 

These  circumstances  brought  the  Association  I 
represent  into  being. 

770.  It  is  of  interest  to  note  that  in  the  earlier  days 
of  protest  the  Treasury  declined  to  recognize  any  dis- 
tinction between  portions  of  the  Empire  and  foreign 
countries.  Even  up  to  1917  I think  this  view  pre- 
vailed with  the  officials.  However,  His  Majesty’s 
Government  in  Great  Britain  have,  throughout  the 
war  period  at  least,  recognized  the  all-important 
Imperial  aspect  of  the  problem  and  made  concessions 
up  to  Is.  6d.  in  the  £ and  subsequently  to  2s.  6d.  in 
the  £ in  favour  of  double  taxpayers  who  pay  more 
than  3s.  6d.  in  the  £ in  this  country,  so  that  their 
maximum  rate  here  should  not  exceed  3s.  6d.  Beyond 
this  the  Government  haB  declined  to  move  until  in- 
vestigation after  the  war. 

771.  The  anomaly  has  not  only  become  acute  during 
the  war  owing  to  the  greatly  increased  rates  of  taxa- 
tion, but  two  other  circumstances  at  least  have  con- 
tributed to  a deep  sense  of  grievance  on  the  part  of 
those  who  suffer  : — 

(a)  The  complete  inconsistency  of  the  taxation 
system  with  the  otherwise  perfect  Imperial 
relationship  between  all  parts  of  the 
Empire  established  by  common  sacrifice. 
This  is  quite  important,  as  speaking 
generally  those  who  suffer  are  great 
Imperialists  at  heart,  and  in  many  cases 
their  sense  of  love  for  the  Empire  has 
drawn  them  to  the  Mother  Country. 
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(b)  \ more  material  cause  of  grievance  is  the  fact  only)  uniformly  throughout  the  Empire,  even  at  some 
that  so  great  a part  of  the  taxation  paid  loss  of  revenue  to  the  Mother  Country  for  the  follow- 
represents  a double  payment  towards  the  ing  reasons:  — 

cost  of  the  war.  Take  Australia  as  an  i.  It  is  the  simplest  plan  for  general  application, 

instance:  prior  to  war  there  was  no  ancj  ien(js  itself  to  an  Imperial  system — it 

Federal  Income  Tax.  It  was  introduced  js  a ciear  and  practical  form  of  Imperial 

after  the  outbreak  of  war,  and  avowedly  for  preference. 


war  purposes  ascending  in  the  first  instance 
to  5s.  in  the  £,  then  to  6s.  3d.  in  the  £,  and 
later,  I believe,  to  about  8s.  in  the  £. 
During  the  same  period  the  State  Taxes 
have  materially  increased  largely  owing  to 
the  war.  In  the  meantime  the  British  tax 
has  increased  by  about  4s.  6d.  in  the  £, 
avowedly  for  war  purposes.  Double  tax- 
payers, above  everything  else,  feel  it  an 
intolerable  injustice  that  they  should  he 
singled  out  to  make  two  contributions  to 
the  war  cost — they  rightly  claim  that  the 
Empire  fought  as  one  unit  and  that  in- 
dividual citizens  should  pay  one  tax  only 
for  the  cost. 

772.  I emphasize  the  gross  injustice  of  the  double 
war  tax. 

773.  Dealing  with  the  problem  of  double  taxation 
with  a view  to  amending  the  position,  it  is  well  I 
think,  to  distinguish  income  derived  from  the 
Dominions  into  two  classes  : — 

fa)  Income  brought  to  this  country.  _ 

(b)  Income  allowed  to  remain  in  the  Dominion 
and,  in  the  case  of  businesses,  used  for 
further  developing  the  same. 

774.  This  distinction  prevailed  prior  to  1914. 

775.  Inoome  (b)  was  first  taxed  in  1914,  and,  I 
believe,  this  was  due  to  the  tendency  on  the  part  of 
some  capitalists  here  to  invest  in  countries  where 
income  taxation  did  not  operate  or  was  more  or  less 
nominal.  I would  say,  as  to  this,  first,  that  the  war 
has  unfortunately  levelled  up  all  parts  of  the  Domin- 
ions as  regards  income  taxation,  and  second,  that  to 
deal  with  those  capitalists  the  system  unfortunately 
hit  many  whose  capital  originated  in  the  Dominions 
and  never  was  portion  of  the  wealth  of  the  Mother 
Country.  I think  there  is  more  or  less  a consensus 
of  opinion  that  the  case  for  taxing  income  (b)  is 
gone  and  that  this  is  a fair  and  exclusive  field  for 
taxation  by  the  respective  Dominions  in  which  the 
income  is  derived. 

776.  The  more  difficult  question  has  relation  to 
income  brought  to  this  country.  . 

777.  Income  taxation  within  the  Empire  appears 
to  be  based  on  either  one  or  the  other  of  two  princi- 
ples, viz: 

1.  Taxation  of  the  income  by  the  country  in 

which  it  is  derived. 

2.  Taxation  of  a person  resident  in  the  taxing 

country  in  respect  of  his  income  wherever 
derived. 

778.  Neither  of  these  principles  may  be  sacred  but 
I venture  to  say  that  within  an  Empire  which  claims 
to  be  united  under  one  King  and  in  all  its  sentiments 
and  hopes  to  be  even  more  intimate  and  self  sufficing 
in  its  trade,  the  first  principle  is  the  one  which  can 
be  applied  without  difficulty  and  without  the  necessity 
of  elaborate  agreements  or  adjustments  and  which 
recognizes  the  right  of  a citizen  of  the  Empire  to 
move  from  one  part  to  another  without  penalty. 
The  second  principle  if  it  prevailed  generally  would 
lead  to  intolerable  overlapping  of  taxation  and  to 
complications,  and  would  with . anything  approaching 
the  present  high  rates  of  taxation  lead  to  an  absolute 
stoppage  of  the  flow  of  investment  pioney  throughout 
the  Empire.  Even  with  correcting  adjustments,  the 
machinery  must  be  complicated  and  vexatious,  .and 
deter  investors  from  going  afield  within  the  Empire. 

779.  Whatever  may  have  justified  the  British 
system  of  taxing  the  resident  in  the  days  when  the 
Mother  Country  bore  the  total  cost  of  defending  the 
Empire  and  when  the  Colonies  were  little  more  than 
Crown  Colonies  with  no  income  taxation  systems  of 
their  own  I suggest  that  a complete  review  of  present 
dnv  circumstances  warrant  the  application  of  the  first 
principle  (taxation  of  income  by  the  country  of  origin 
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2.  There  is,  or  is  likely  to  be,  a more  or  less 
common  level  of  income  taxation  through- 
out the  Empire,  so  that  investment  will 
not  be,  to  any  material  extent,  determined 
by  favourable  income  taxation  in  any  one 
part. 

„ 3.  Advantageous  rates  of  interest  to  be  earned  in 
the  Dominions  do  not  prevail  to  any  con- 
siderable extent  now,  and  a measure  of 
double  taxation  or  vexatious  administra- 
tive adjustment  machinery  to  correct  same 
is  likely  to  prevent  a proper  flow  of  money 
within  the  Empire. 

4.  Some  foreign  countries  are  still  Income  Tax 

free,  having  escaped  the  financial  burden 
of  the  war.  These  countries  offering,  as 
they  usually  do,  high  rates  of  interest  on 
investment,  will  attract  money  from  this 
country,  to  the  detriment  of  Empire 
development. 

5.  The  Dominions  have  largely  financed  them- 

selves as  regards  war  costs,  and  as  a result 
local  money  usually  available  for  private 
lending  is  now  tied  up  in  public  loans. 
This  creates  the  greater  need  for  money, 
so  far  as  it  is  available,  to  go  from  this 
country  to  the  Dominions,  if  the  latter  are 
to  be  effectively  and  speedily  developed. 

6.  It  is  generally  accepted  that  the  Dominions, 

as  they  are  more  developed  and  populated, 
will  add  corresponding  strength  to  the 
Empire  as  a whole.  Conditions  are  ie- 
quired,  therefore,  to  enable  the  life  blood 
(money)  to  flow  from  tfie  heart  (the  Mother 
Country)  to  strengthen  and  develop  the 
limbs  or  the  Empire. 

7.  Those  businesses  which  have  head  offices  or  a 

certain  amount  of  control  in  this  country 
(and  not  necessarily  established  with 
capital  originating  in  this  country)  are 
finding  double  taxation  a serious  handicap, 
and  already  some  companies  have  trans- 
ferred their  head  offices  elsewhere,  and 
many  others  have  postponed  action  .await- 
ing the  British  Government’s  decision  in 
relation  to  this  problem.  Our  Association 
is  able-  to  declare  that  this  is  a serious 
matter.  Apropos  of  this,  I quote  the  pre- 
sent Chancellor  of  the  Exchequer,  Mr. 
Chamberlain,  speaking  at  the  1917  Im- 
perial Conference: — 

“ That,  in  his  own  interests  the 
British  Chancellor  of  the  Exchequer 
‘ must  review  the  matter  now.’  He  has 
no  interest  in  delay,  because  it  is  per- 
fectly true  that  with  the  very  high  rates 
of  tax  which  are  now  in  force  in  this 
country  there  is  a great  and  growing 
tendency  to  remove  the  offices  of  com- 
panies to  other  places,  and  the  Chancellor 
of  the  Exchequer  will  then  lose  not 
merely  the  revenue  which  he  now  collects 
on  income  earned  abroad,  but  he  loses 
the  whole  revenue.  It  is,  therefore,  to 
the  interest  of  the  British  Chancellor  of 
the  Exchequer  to  get  this  matter  re- 
viewed and  to  arrive  at  a decision  upon 
it  as  early  as  possible.” 

The  effect  of  these  transfers  will  be:  — 

(a)  In  any  case  this  country  will  cease 
to  receive  the  Income  Tax  which  the 
transferred  businesses  now  pay. 

(b)  This  country  will  lose  the  advantage 
of  thousands  of  individuals  living 
and  spending  money  within  its 
borders,  and  paying  taxation  in 
other  forms. 
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( c ) These  head  offices  maintain  valuable 
trade  connections  between  the 
Mother  Country  and  the  Dominions 
— they  ensure,  for  instance,  that 
large  selling  houses  in  the  latter 
stock  up  with  British  manufactures. 
In  their  absence  these  selling  houses 
will  more  readily  respond  (especially 
if  they  have  a sense  of  grievance, 
which  will  not  be  unnatural)  to  the 
cheapest  market  and  deal  with  world 
travellers  from  enterprising  foreign 
countries. 

8.  The  investment  of  money  in  the  Dominions 
will  increase  trade  with  them,  and  this  is 
likely  to  be  the  most  enduring  trade  for 
this  country.  I quote,  in  regard  to  this, 
Mr.  Lloyd  George’s  statement  at  the  1911 
Imperial  Conference,  when 

“ He  referred  to  the  fact  that  British 
investments  in  the  Colonies  were  growing 
very  rapidly,  that  it  was  an  advantage  to 
the  Mother  Country,  and  helped  trade 
and  especially  trade  with  the  Colonies, 
that  it  was  also  an  advantage  to  the 
Dominions  because  it  assisted  them  to 
develop  the  enormous  resources  of  their 
various  countries.” 

780.  I do  not  suggest  that  the  above  exhausts  the 
arguments  in  favour  of  a uniform  system  of  taxing 
income  by  the  country  of  origin.  As  regards  the 
very  real  fact  that  this  country  would  make  an  imme- 
diate sacrifice  of  revenue  by  adopting  such  a system 
as  within  the  Empire,  I would  say  that  much  of  this 
revenue  must  of  necessity  be  lost  in  any  case  because 
taxpayers  will  not  remain  here  to  pay  it — the  sense  oi 
grievance  will  weigh,  almost  as  much  as  the  loss  of 
money  with  them.  I also  venture  to  say  that  there 
may  be  a considerable  evasion.  If  the  revenue  is 
lost  in  this  way,  the  Mother  Country  and  the  Empire 
will  lose  much  more  in  Empire  sentiment  and  trade 
connections,  whereas  if  it  is  lost  by  a generous  arrange- 
ment, which  places  Empire  development  in  the  fore- 
ground and  looks  upon  property  and  the  income  there- 
from as  the  exclusive  field  for  taxation  of  the  part  of 
the  Empire  in  which  such  property  is  situated  and 
protected — which  encourages  the  free  movement  of 
Empire  citizens  within  the  Empire  without  penalty — 
which  particularly  encourages  Empire  citizens  else- 
where to  look  upon  this  country  as1  ‘ home  ’ to  which 
they  can  return  whether  to  settle  absolutely,  or  to 
educate  their  children,  or  to  carry  on  Empire  trade, 
then  the  Mother  Country  and  the  Empire  will  be 
gainers  in  many  ways  which  will  more  than  counter- 
balance the  revenue  lost  by  any  particular  portion. 

[ This  concludes  the  evidence-in-ch 

781.  Chairman : We  have  got  your  statement.  Will 
you  take  the  main  points  and  address  the  Commission 
on  them? — Yes.  I would  first  emphasize  the  fact  that 
there  is  an  almost  complete  unanimity,  as  far  as  one 
can  judge,  that  this  is  a distinct  evil,  if  I may  call 
it  so,  to  be  solved  in  some  way  or  another  so  as  to 
bring  about  a more  satisfactory  position  than  at 
present.  I would  limit  my  remarks  on  that  point 
to  quite  recent  years  during  the  war,  during  which 
the  Chancellors  of  the  Exchequer  have  under  existing 
difficulties,  I think,  not  only  admitted  the  Double 
Income  Tax  anomaly,  but  have  made  quite  a consider- 
able effort  to  alleviate  it.  As  I say  in  my  statement, 
a most  emphatic  remark  was  made  by  the  .present 
Leader  of  the  House  when  Chancellor  of  the  Ex- 
chequer last  year.  He  made  the  statement  that  it 
was  an  evil,  or  anomaly,  or  condition  of  affairs  which 
should  not  continue  for  an  hour  after  the  war.  In 
addition  to  these  statements  by  the  member  of  the 
Government  most  interested,  I would  emphasize  the 
fact  that  this  question  has  been  dealt  with  by 
Dominion  representatives  at  Imperial  Conferences  in 
1911  and  onwards.  It  was  not  emphasized  to  any 
great  extent  in  the  earlier  years  because  the  rates 
of  Income  Tax  had  not  become  acute,  but  at  the  same 
time  it  was  discussed  as  being  unimperial.  Tt 
originated  from  South  Africa  and  was  taken  up  by 
New  Zealand  in  the  first  instance.  Beyond  saying 
that  it  was  brought  up,  and  the  existance  of  he 
anomaly  asserted  at  the  subsequent  Imperial  Con- 
ferences, I would  direct  the  Commission’s  attention 


to  the  specific  resolution  which  was  carried  at  the 
1917  Conference.  This  is  in  my  statement,  which,  I 
think,  repeats  as  a matter  of  fact,  the  resolution 
carried  at  the  previous  Conference.  The  resolution 
is  quite  simply  worded,  and  I think  it  conveys  its 
full  meaning  and  requires  little  or  no  amplification 
on  my  part. 

782.  Chairman : Are  you  speaking  about  the  resolu- 
tion [at  paragraph  7661? — Yes.  You.  do  not  wish  me 
to  trouble  you  bv  reading  it. 

783.  We  have  all  got  it. — In  addition  to  the  Govern- 
ment acknowledgment  of  the  position,  and  the 
Imperial  Conference  recognition  of  the  fact  that  an 
alteration  is  required,  the  movement  has  been  sup- 
ported from  its  outset  in  1896  by  the  Royal  Colonial 
Institute  which  takes  an  interest  in  Imperial  matters, 
the  London  Chamber  of  Commerce,  and  the  Associated 
British  Imperial  Council  of  Commerce — the  Associated 
Chambers  of  this  country;  and  as  a matter  of  fact  at 
the  meetings  of  the  Associated  Chambers  of  Commerce 
throughout  the  Empire,  held  at  least  on  one  occasion, 
a resolution  was  passed,  when  they  met  in  Australia. 
It  was  1914  which  really  made  the  matter  of  some 
vital  importance.  As  I have  stated,  the  Finance  Act 
of  that  year  extended  the  taxation  to  income  earned 
abroad,  whether  or  not  it  was  brought  to  this  country. 
That  broadly  affected  businesses  which  retained,  as 
businesses  often  and  very  properly  do,  portions  of 
income  to  build  up  reserve  accounts  for  the  purpose  of 
extending  their  businesses.  They  in  particular  felt  it 
was  a very  great  injustice  that  as  regards  that  inoome 
it  should  be  subjected  to  the  two  systems  of  taxation. 
1 deal  with  that  later  on  in  my  statement.  The  other 
fact  of  1914  was,  of  course,  the  outbreak  of  the  war 
and  the  consequent  and  subsequent  serious  increases 
of  Income  Tax  not  only  in  this  country  but  throughout 
the  Empire,  which  in  common  with  this  country  shared 
fairly  equally  the  burden  of  the  war  and  the  financial 
sacrifices.  It  was  owing  to  these  facts  of  1914,  that 
those  who  suffer  under  double  income  taxation  deter- 
mined to  form  themselves  into  an  Association,  of  which 
I have  recently  become  Chairman.  Until  last  year  I 
was  unable  to  take  any  leading  part',  as  I held  an 
official  position  in  this  country  as  Agent-General  for 
one  of  the  Australian  states,  but  last  year  I accepted 
the  Chairmanship  of  that  Association.  I would  like 
to  emphasize  the  Imperial  aspect  of  the  question, 
because  I think  undoubtedly  that  was  lost'  sight  of 
in  this  country  until  quite  recently,  more  or  less  up 
till  the  time  when  the  war  broke  out.  The  war  has 
been  a considerable  education  to  many  people  on  that 
subject,  and  that  education  has  had  it's  effect  in 
relation  to  Double  Income  Tax ; but  in  the  correspon- 
dence of  the  earlier  years  of  protest,  it  seems  unques- 
tionable that  the  Treasury  made  no  distinction  be- 
tween portions  of  the  Empire  and  foreign  countries, 
and  even  as  late  as  1917  at  the  Imperial  Conference 
some  objection  was  raised  officially  to  making  a con- 
cession to  Empire  investments  because  it  might  affect 
the  United  States,  and  that  is  exactly  the  official  atti- 
tude which  up  till  recent  years  has  allowed  this  prob- 
lem to  remain  stationary — a matter  of  periodic  protest 
and  nothing  further.  As  I say,  the  war  has  altered 
the  position,  and  the  Government,  at  least  throughout 
the  war,  since  the  increased  Income  Tax  prevailed,  have 
recognized  the  Imperial  aspect,  and  have,  as  regards 
Imperial  investments,  made  the  concession  in  the 
first  place  up  to  Is.  6d.  in  the  £,  and  subsequently 
up  to  2s.  6d.  The  working  of  that  concession,  if  I 
may  explain  it  briefly,  is  this : In  the  first  pla'ce  it  is 
a concession  entirely  in  favour  of  the  more  wealthy 
investors,  that  is,  it'  does  not  operate  until  the  British 
Income  Tax  exceeds  3s.  6d.  in  the  £ ; therefore  the 
small  investor,  the  person  living  upon  a more  or  less 
bare  remittance  of  a few  hundreds  a year  and  who 
does  not  under  the  British  taxation  system  pay  3s.  6d. 
in  the  £,  gets  no  relief  at  all ; that  person  pays  the 
full  British  tax  and  the  full  Colonial  tax.  It  is  only 
when  the  British  Income  Tax  exceeds  3s.  6d.  in  the  £ 
that  the  Double  Income  Tax  payer  can  then  produce 
evidence  as  to  payment  of  Income  Tax  in  the 
Dominions,  and  up  to  the  extent  of  at  present  2s.  6d. 
in  the  £ he  can  get  a rebate  bringing  down  his 
maximum  British  Income  Tax  to  the  rate  of  3s.  6d, 
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784.  Chairman:  What  about  the  small  investor; 
what  Income  Tax  has  he  to  pay  in  the  Colonies!' 
Ib  it  graduated? — It  is  not  always  a very  heavy 
one.  I can  give  you  an  instance,  if  1 may,  of 
a person  drawing  £600  a year  income.  I can  give 
you  the  Australian  taxes  approximately ; it  is  im- 
possible to  give  you  an  absolute  figure  because  the 
Australian  tax  comprises  a Federal  tax  and  a State 
tax,  and  the  State  taxes  vary.  I have  taken  an 
average  State  tax  plus  the  Federal  tax,  and  on  an 
income  of  £600  the  Australian  tax  is  £44  and  the 
British  'tax  on  the  balance,  that  would  be  on  £556,  is 
£68,  a total  of  £112.  If  that  were  income  from 
property  in  this  country  (and  all  this  question  is 
concerned  in  the  main  with  income  from  investments 
and  not  what  we  call  earned  income),  the  British  tax 
on  £600  would  be  £75,  so  that  in  that  case  I would 
call  the  penalty  of  Empire  investment  £37,  which  is, 
I think,  quite  considerable  on  an  income  of  £600  in 
addition  to  the  heavy  tax  which  would  apply  if  that 
income  were  derived  from  this  country. 

785.  Sir  J . liar  mood -Banner : Did  you  say  the  £44 
was  Federal  or  State  ? — Tliat  is  the  combined  figure. 
A person  earning  £1,000  would  pay  on  the  balance 
which  reaches  him  in  this  country  3s.  9d.  in  the 
pound,  so  that  on  production  of  evidence  as  to  his 
Dominions  taxation  he  would  get  a rebate  of  3d., 
making  it  3s.  6d.,  so  that  the  rebate  is  of  comparative 
unimportance  in  the  case  of  a £1,000  income,  which 
I should  say  was  a fairly  frequent  case  amongst 
Dominion  people  living  in  this  country,  and  in  that 
case  the  Australian  tax  is  approximately  £113  while 
the  British  tax  on  the  balance  at  3s.  6d.  is  £155,  or  a 
total  of  £268  out  of  £1,000.  That  is  over  5s.  in  the 
pound  as  against  3s.  9d.  if  it  were  derived  here. 
The  British  tax  on  £1,000  if  derived  here  would  be 
£187,  so  that  the  penalty  of  Empire  investment,  even 
with  the  relief,  in  that  instance  is  £81.  Those  are  the 
cases  in  which  the  relief  does  not  operate,  or  operates 
to  a more  or  less  nominal  extent.  1 was  criticizing 
the  Imperial  aspect  of  the  question,  and  I would  like 
very  seriously  to  emphasize  that.  I have  lived 
practically  all  my  life  in  one  of  the  Dominions  and 
have  been  in  public  life,  Parliament,  and  held 
ministerial  positions  there,  and  I do  say  with  con 
fidence  that  those  who  live  on  the  fringe  of  the 
Empire  value  the  existence  of  the  Empire  in  the 
sense  of  Empire  possibly  more  than  people  do  in  this 
country.  I daresay  that  arises  from  a sense  of 
weakness,  but  it  is  a fact,  and  it  is  a very  evident 
fact  to  anybody  who  is  out  there.  I would  go 
further  and  say  this,  that  people  who  have  lived  in 
the  Dominions  and  come  here  to  the  Mother  Country 
do  not  lose  their  regard  for  the  Dominions  in 
which  they  lived  by  any  means,  but  in  a great 
many  instances  they  might  be  called  ultra- 
imperialists,  and  they  are  drawn  by  that  very  fact 
to  the  centre  of  the  Empire,  the  Mother  Country; 
they  come  here  perhaps  to  make  their  permanent  home 
for  reasons  of  health  or  otherwise,  or  to  educate  their 
children,  or  they  come  here  in  connection  with  the 
trade  which  in  their  own  individual  cases  is  largely 
between  the  Mother  Country  and  the  Dominions  in 
which  they  live.  These  are  the  people  in  the  main  who 
are  affected  by  Double  Income  Tax,  and  as  I say,  being 
almost,  one  might  call  them,  ultra-imperialists,  they 
do  feel  very  acutely,  apart  from  the  financial  aspect 
of  it,  that  they  should  be  singled  out  by  a system 
for  a greater  degree  of  Income  Tax  than  any  other 
individuals  in  the  British  Empire.  I lay  very  great 
stress  on  that  aspect  of  the  question.  As  I state, 
and  this  I would  like  to  emphasize  perhaps  in  different 
words,  another  fact  which  brings  the  matter  home 
acutely  to  those  who  suffer  is  the  fact  that  the  in- 
creased taxation  has  relation  to  the  war.  The  Income 
Tax  in  this  country  jumped  from  a little  over  Is., 
I believe,  up  to  the  present  rate  of  6s.  almost  entirely 
on  account  of  the  war  and  avowedly  for  war  purposes 
As  I state,  in  Australia  the  Federal  tax  is  entirely  a 
war  tax.  Until  the  war  happened  the  Federal  Parlia- 
ment deliberately  kept  out  of  the  Income  Tax  sphere, 
leaving  that  to  the  States  as  a field  for  taxation,  Hilt 
the  imperious  necessities  of  the  war  altered  that  and 
the  Federal  tax  was  brought  in  to  help  to  meet  the 
war  bill.  As  you  know,  it  ascended  in  scale  up  to  5s. 


in  the  pound  'in  the  first  instance;  it  was  then  in- 
creased in  1917,  I think,  by  25  per  cent.,  making  it 
6s.  3d.  maximum,  and  since  then,  although  1 am  not 
absolutely  certain — curiously  enough  we  have  not  been 
able  to  get  the  information  officially — 1 believe  that 
another  30  per  cent,  on  to  the  original  5s.  has  been 
added,  which  would  bring  it  up  to  8s.  in  the  pound. 

I think  I am  right,  but  we  shall  be  able,  and  you  wili 
be  able,  'to  obtain  authentic  information  on  that. 
That  is  8s.  in  the  pound,  if  I am  right,  Federal 
.Income  Tax  at  the  higher  rates,  that  is  on  about 
£20,000  and  over.  In  addition,  the  State  taxes  have 
also  increased  somewhat  owing  to  the  war,  but  I 
would  not  lay  much  stress  on  that;  as  a matter  of 
fact,  they  do  run  up  in  some  instances  to  over  2s.  in 
the  pound ; so  that  the  Australian  tax  may  be  10s. 
in  the  pound,  and  the  bulk  of  it,  as  I say,  is  war 
tax.  Canada  only  as  recently  as  last  year  introduced 
the  Income  Tax  system,  being  driven  thereto  by  war 
expenditure,  and  her  rate,  as  far  as  I can  gauge  it 
from  the  Act,  which  I have  had  only  a very  short 
time  to  look  at,  in  the  higher  amounts,  that  is  £20,000 
and  upwards,  apparently  runs  into  29  per  cent.,  that 
is  almost  6s.  in  the  pound.  South  Africa  has  also 
increased,  but  not  to  quite  the  same  extent.  New 
Zealand  is  very  heavy,  almost  approximating  to  the 
Federal  Tax — well,  it  does  approximate  to  the  Federal 
tax,  but  there  they  have  not  got  the  State  tax  in 
addition.  The  Double  Income  Tax  payer  is  in  the 
main  paying  a contribution  to  the  war  from  the 
Dominion  where  his  income  is  earned  and  also  in  this 
country.  He  does  feel  that  whereas  the  war  repre- 
sented a common  effort  by  the  Empire  without  dis- 
tinction, it  should  not  be  that  any  individual  citizen 
of  the  Empire  should  pay  twice  over  to  the  cost  of 
the  war.  To  my  mind,  and  to  their  minds,  it  is 
easily  distinguishable  from  anything  that  he  ought 
to  pay  for  domestic  advantages. 

Now  as  to  the  general  question  of  double  taxation 
as  it  exists.  As  1 have  stud  prior  to  1914  there  was 
the  distinction  betAveen  income  brought  to  this 
country  and  spent  here,  and  income  Avhich  Avas  left  in 
the  Dominion  or  in  the  foreign  country  where  it  Avas 
derived.  I understand  that  in  1914  this  distinction 
Avas  done  aAvay  Avith  because  the  Super-tax,  having 
come  into  existence,  led  some  people  here  to  look  round 
and  see  if  they  could  not  invest  their  money  elseAvhere 
Avhere  Income  Tax  Avas  not  so  serious.  1 am  not  able, 
of  course,  to  say  to  Avhat  extent  that  did  prevail,  but 
I am  told  that  it  Avas  a matter  of  considerable  boast- 
ing— rather  stupid  boasting— on  the  part  of  some 
people  in  this  country  that  that  was  the  Avay  they 
were  going  to  avoid  the  Super-tax ; and  the  Chancellor 
of  the  Exchequer,  the  present  Prime  Minister,  not  un- 
naturally took  notice  of  this  boasting,  and  the  1914 
Act  was  the  result.  That  is  what  I am  told  Avas  the 
history.  But  apart  from  the  extent  to  AAhich  that 
form  of  investment  took  place,  I Avould  emphasize 
Avhat  I have  stated  here,  that  in  providing  the  cure 
for  it  the  British  Chancellor  of  the  Exchequer,  I 
ihink,  did  an  injustice  to  a great  many  people  Avho 
Avere  not  in  his  mind,  that  is,  people  Avhose  income  Avas 
earned  from  investments  in  the  Dominions  Avhich 
never  at  any  time  constituted  a part  of  the  wealth  of 
this  country — investments  Avhich  originated  there. 
That  Avas  applied  to  quite  a considerable  portion  of 
the  cases.  But  assuming  that  the  position  Avas  as  the 
Chancellor  of  the  Exchequer  then  vieAved  it,  I Avould 
say  that  to-day  it  is  radically  altered  by  the  fact  that 
Income  Taxes  prevail  noAV  through  the  Dominions, 
and  (in  most  cases  at  pretty  high  rates.  The  loAver 
rates  prevail  for  the  smaller  incomes,  but  the  1914  Act 
aimed  more  at  people  Avho  invested  on  a large  scale, 
and  as  regards  those  people,  they  have  comparatively 
little  to  gain  in  most  of  the  Dominions.  I exclude 
India  for  this  purpose,  but  India,  I think,  has  its  oavii 
difficulties  Avhich  Avould  restrain  people  possibly  from 
investing  there  except  for  good  reasons  quite  apart 
from  Income  Tax  reasons.  The  income  taxation 
systems  have,  I think,  levelled  up  to  such  an  extent 
that  unfair  investment,  if  T might  use  the  expression, 
Avould  not  be  at  all  prevalent.  As  I say  later  on  in 
my  statement,  I do  not  think  that  the  rates  of  interest 
in  the  Dominions  are  noAV  so  very  much  higher  than 
they  are  in  this  country  as  in  themselves  to  be  an 
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undue  attraction  for  money  to  go  from  here  to  the 
Dominions,  so  that  I think  that  where  money  does  go 
for  investment,  leaving  Double  Income  Tax  out  of  tile 
question,  in  the  main  it  will  flow  legitimately  from  a 
pure  investment  or  business  point  of  view.  As  regards 
the  distinction,  I have  not  laid  much  emphasis  in  my 
statement  on  the  case  of  the  income  left  in  the 
Dominions  because,  as  I have  read  the  debates,  it 
seemed  to  me  that  the  Government  realizes  that  they 
would  have  to  forgo  that  taxation  and  leave  that  as 
a fail*  field  of  taxation  to  the  Dominion  Government. 
I thought  when  I prepared  my  statement,  and  I think 
now,  that  the  more  difficult  question  to  get  over  is 
possibly  the  taxation  of  income  which  is  brought  to 
this  country  and  spent  here;  that  is,  it  may  be  said, 
that  the  resident  in  this  country,  spending  his  income 
here,  to  the  extent  of  his  enjoyment  of  that  income 
derives  some  advantage  in  this  country  for  which  he 
ought  to  pay.  That  I would  suppose  to  be  the 
case  in  favour  of  some  degree  of  income  taxa- 
tion in  this  country.  Now  following  on  the 

lines  of  my  statement,  I think  that  one  has 
to  view  the  systems  of  income  taxation  as  we 
have  them  through  the  Empire.  I think  I am 
right  in  saying  that  in  most  of  the  Dominions  the 
principle  is  to  tax  only  the  income  which  is  earned 
within  the  Dominion;  that  is  certainly  so  as  regards 
Australia.  It  is  so  as  regards  New  Zealand,  and  I 
think  substantially  that  it  is  so  in  Canada,  although 
I would  prefer  somebody  more  in  touch  with  Cana- 
dian matters  to  give  a definite  opinion  on  that. 
South  Africa,  I think,  is  rather  more  like  this 
country.  If  I were  living  in  Australia  on  investments 
entirely  in  this  country  I would  not  pay  a penny  of 
Income  Tax  in  Australia.  That  applies  to  New 
Zealand,  and  I think  substantially  to  Canada.  The 
other  system — which  prevails  in  this  country — is  to 
tax  a person  by  virtue  of  residence  on  his  income 
wherever  it  is  earned  or  derived.  I would  not  go  so 
far  as  to  say  that  either  of  these  principles  is  the 
absolutely  right  one  which  ought  to  be  adopted  as 
between  the  different  countries  of  the  world,  but  I am 
urging  in  my  evidence  that  the  first  principle,  that  is 
of  taxing  the  income  in  the  country  of  origin,  is  the 
one  which  is  imperial,  and  it  is  the  principle  which 
can  be  applied  to  this  country,  certainly  with  some 
immediate  loss  of  revenue,  but  it  is  the  one  which  can 
be  applied  simply  and  avoid  elaborate  adjustments  to 
check  Double  Income  Tax  to  any  extent  which  might 
be  thought  desirable.  May  I just  illustrate  for  the 
moment  the  difficulties,  as  I conceive  they  would  be, 
of  adjustments,  even  as  we  have  them  to-day,  but 
more  so  as  a more  complete  scheme  were  evolved  to 
this  problem.  In  the  first  place,  the  Income  Tax 
•ears  vary  throughout  the  Empire.  Even  in  Austra- 
ia  they  vary  as  between  the  States  and  the  Federal 
Government  and  as  between  Australia,  New  Zealand, 
Canada  and  South  Africa,  they  vary  to  some  extent, 
that  is  some  end  by  the  31st  December,  some  the  end 
of  February,  some  the  end  of  April,  and  some  the  end 
of  June.  This  country,  of  course,  has  her  own 
financial  taxation  year  also,  so  that  if  one  were  to  pro- 
vide for  some  system  of  abatement  you  are  at  once 
against  the  difficulty  of  getting  a similar  period  when 
the  income  is  actually  taxed.  Another  aspect  of  the 
difficulty  is  this:  take  Australia,  and  I think  this 
applies  to  most  of  the  Dominions : the  tax  is  levied 
in  a given  year  on  the  actually  ascertained  income  of 
the  previous  year.  In  this  country  it  is  assessed  on 
the  estimated  income  of  the  year  of  taxation  ascer- 
tained apparently  on  a three  years’  average,  a system 
which  has  a great  deal  to  commend  it. 

786.  Mr.  Pretyman : No,  I do  not  think  the  tax 
on  investments  is  calculated  on  the  three  years 
average? — No,  on  investments  and  mortgages,  and  so 
on,  it  is  not,  but  as  regards,  for  instance,  banking 
institutions  and  pastoral  companies — 

787.  Businesses? — Yes,  businesses  of  which  there 
are  many  important  ones  in  this  country  operating  in 
Australia.  They  are  assessed  on  a three  years’  aver- 
age here,  as  against  an  assessment  out  there  on  the 
actual  income  .of  the  previous  year.  Of  course,  with 
the  three  years’  average — especially  taking  pastoral 
cases,  where  owing  to  the  droughts  and  that  sort  of 
thing  you  have  in  some  years  practically  no  income 
and  in  other  years  a very  bountiful  income— it  is 


very  difficult  to  get  the  income  of  a particular  period 
out  there  which  coincides  with  a particular  period 
here,  and  to  say  actually  what  Income  Tax  you  did 
pay  out  there  in  respect  of  which  you  ought  to  get 
an  abatement.  That  constitutes,  I think,  a con- 
siderable difficulty.  Thirdly,  if  a distinction  is,  and 
I think  assuredly  it  ought  to  be,  made  as  between 
income  brought  to  this  country  and  income  left  out 
there,  then  there  will  be  some  amount  of  difficulty  in 
ascertaining  what  is  the  proportion  of  Income  Tax 
on  the  income  brought  here  as  compared  to  the  whole 
income  earned ; that  is  are  you  going  to  take  Income 
Tax  on  the  highest  rate,  or  on  the  specific  rate,  in 
Australia  for  instance,  which  would  apply  to  that 
particular  portion  of  income  brought  here  if  it  were 
assessed  separately;  or  are  you  to  take  a proportion 
of  the  total  Income  Tax  paid  in  relation  to  the  total 
income?  Those  are  two  or  three  matters  which 
suggest  themselves  to  my  mind  as  creating  difficulties 
of  adjustment  and  which  will  involve  a considerable 
amount  of  time  before  rebates  would  be  obtained, 
and  we  know  that  even  under  ordinary  conditions 
here  obtaining  rebates  is  quite  a lengthy  procedure.  1 
rather  venture  to  say  that  with  these  elaborate  ad- 
justments the  flow  of  investment  money  to  the  Domin- 
ions would  be  deterred  seriously. 

If  the  second  system  of  taxation  by  reference 
to  residence,  irrespective  of  where  the  income  is 
earned,  applied  generally  throughout  the  Empire,  I 
think  the  Commission  would  see  that  there  would  be 
an  extraordinary  overlapping,  and  that  whilst  people 
could  move  fairly  freely  many  would  not  move  as 
between  the  different  parts  of  the  Empire,  and  there 
would  be  an  almost  absolute  stoppage  of  the  flow  of 
money. 

788.  Sir  E.  Nott-Bower : Would  you  say  that 

double  taxation  would  necessarily  arise  because  resi- 
dence was  taken  as  a test  of  liability  throughout  the 
Empire?  I do  not  quite  follow  that.  Would  double 
taxation  arise  with  residence  as  a test  in  one  country 
and  situation  in  the  other  ? — Perhaps  not,  but  I have 
in  mind  something  wider  than  mere  taxation  by  resi- 
dence. I really  mean  the  complete  system  which  pre- 
vails in  this  country,  under  which  residence  is  a lead- 
ing factor,  but  under  which  also  income  arising  in 
this  country  is  taxed  wherever  the  recipient  resides. 
I should  have  stated  the  second  system  of  taxation 
more  fully  to  make  it  accord  with  the  incidence  of 
income  taxation  in  this  country,  and  all  my  evidence 
should  be  considered  in  that  light. 

789.  Chairman  : Perhaps  you  will  ask  the  witness 
that  question  when  it  comes  to  your  turn? — If  1 
might  venture  just  for  a moment  into  the  history,  I 
would  suggest  that  the  system  of  taxation  which  pre- 
vails in  this  country  possibly  arose  from  the  fact  that 
this  was  the  only  part  of  the  Empire  up  till  within  the 
last  20  odd  years  where  Income  Tax  prevailed.  Going 
back  much  earlier  when  Income  Tax  first  became  more 
or  less  a permanent  system  here,  the  various  parts 
of  the  Empire  were  in  an  undeveloped  state ; almost 
the  whole  of  the  money  out  there  belonged  to  people 
living  in  this  country,  and  the  Dominions  in  those 
days  depended  very  much  more  upon  expenditure  in 
this  country,  as  regards  defence  very  much  more. 
Until  quite  recent  years  that  prevailed,  and  there 
was  a very  great  measure  of  justice  in  this  country 
in  following  British  capital  to  the  Dominions  and 
deriving  some  return  in  the  shape  of  taxation,  but 
I think  that  the  present  day  circumstances  in  those 
respects  are  completely  altered  and  that  the  principle 
of  taxation  at  the  place  of  origin  is  the  one  that 
might  well  be  adopted.  As  I say,  it  is  a very  simple 
plan,  and  I look  upon  it  as  the  most  effective  form  of 
Imperial  preference  that  this  country  can  give. 
We  hear  a great  deal  of  talk  about  Imperial  pre- 
ference, and  whilst  I am  an  Imperialist  I do  not 
know  that  the  Imperial  preference  which  is 
being  established  at  this  moment  is  worth  a great 
deal,  or  is  likely  to  be.  I appreciate  the  sentiment 
of  it,  but  I do  not  know  how  this  country  is  going 
to  establish  a very  effective  form  of  Imperial  prefer- 
ence; but  I do  see  in  this  Income  Tax  question  a 
means  of  preference  of  a very  useful  kind,  that  is  of 
allowing  money  more  favourable  access  to  the  parts  of 
t he,  Dominions  than  it  gets  to  other  parts  of  the  worl  3 . 
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On  that  point,  I think  that  the  case  has  a great  deal 
to  commend  itself.  As  I have  already  stated,  the 
more  or  less  growing  level  of  income  taxation  and  I 
think  it  will  tend  more  and  more  to  become  compara- 
tively level— will  not  lead  to  an  undue  discrimination 
oii  the  part  of  investors  purely  from  an  income 
taxation  point  of  view.  The  same  applies,  I think, 
as  regards  the  rates  of  interest  to  be  earned  in  the 
Dominions.  The  margin  of  advantage,  I think,  is, 
and  will  be,  comparatively  little,  and  the  slightest 
degree  of  double  income  taxation  or  vexatious 
administrative  machinery  will  be  sufficient  very 
seriously  to  deter  an  Empire  flow  of  money.  I tmnk 
I am  quite  right  in  pointing  out  that  some  foreign 
countries  are  Income  Tax  free,  and,  as  foreign 
countries,  they  do  offer  fairly  remunerative  returns, 
with,  of  course,  a corresponding  risk  as  foreign 
countries.  Those  people  who  will  not  invest  in  the 
country  in  which  they  live  (and  there  are  people  like 
that,  I suppose),  will  be  attracted  to  go  to  the  Income 
Tax  free  country,  whereas  they  might  be  induced  to 
go  to  the  Dominions  if  they  are  not  unduly  penalized. 
To  that  extent  I think  Empire  development  would 
be  affected  seriously. 

790.  Mr.  Bowerman:  Would  you  mention  those 

countries? — I have  not  mentioned  the  countries,  but 
1 think  an  instance  would  be  Chile.  1 believe  that  is 
quite  Income  Tax  free,  and  so  long  as  things  are 
peaceful  I think  it  is  a very  attractive  country  for 
money.  I think  the  members  of  the  Commission  are 
well  aware  of  the  fact  that  the  Dominions  have 
financed  themselves  to  a very  large  extent  locally  in 
connection  with  their  war  expenditure,  which  is  quite 
a new  departure  with  them.  It  was  done  at  the 
request  of  this  country,  and  very  properly  so,  but  it 
had  the  effect,  of  course,  of  drawing  into  the  public 
securities  vast  sums  of  money  which  are  ordinarily 
available  for  private  lending  through  the  banking 
system  there,  which  is  peculiar  to  the  Dominions; 
and  to  that  extent  the  Dominions,  I think,  will  be 
wanting,  so  far  as  it  is  available,  and  their  policy 
should  be  in  their  own  legislation,  to  foster  a flow  of 
capital  from  this  country.  It  will  only  be,  I think, 
by  means  of  a reasonable  flow  of  money  that 
the  Dominions  can  continue  their  development 
effectively,  and  they  must  in  the  mam  depend, 
as  they  have  in  the  past,  upon  the  Mother  Country. 

1 think  it  is  of  great  importance  that  the  Dominions 
should  not  stagnate  during  the  next  generation,  in 
their  own  interests  and  in  the  interests  of  the  Em- 
pire. To  give  one’s  thoughts  one  direction,  I suppose 
that  this  war  will  have  an  unsettling  effect  upon  a 
great  section  of  the  community  here,  and,  as  after 
previous  wars,  there  will  be  a tendency,  sooner  or 
later,  for  a certain  percentage  of  people  to  leave  this 
country;  there  will  be  a certain  percentage  of 
emigrants.  I think  the  country  should  realise  the 
great  advantage  of  keeping  those  people  under  the 
flag,  and  if  they  are  going  to  leave  this  country,  at 
least  see  that  they  get  to  one  of  the  Dominions.  The 
best  way  of  keeping  those  people  to  the  Dominions  is 
to  maintain  in  a measure  the  prosperity  of  the 
Dominions,  to  make  them  attractive,  and  in  that 
direction  nothing  will  serve  better  than  a reasonable 
flow  of  money  from  this  country  to  the  Dominions 
for  investment  there. 

791.  Chairman:  You  have  made  a very  valuable 
summary  of  your  observations.  Perhaps  I might 
emphasize  the  question  of  businesses  which  have  their 
head  offices  here,  which  I consider  a very  important 
point;  unless  you  think  that  I have  adequately  stated 
that. 


792.  It  is  an  important  point ; will  you  please  give 

it? A great  number  of  companies  and  partnerships 

which  carry  on  business  in  the  Dominions  have  head 
offices  or  some  form  of  control  in  this  country.  The 
first  point  I would  like  to  make  is  that  they  are  not 
necessarily  companies  or  partnerships  established  from 
this  country ; they  are  companies  or  businesses  which 
have  been  established  in  the  Dominions.  They  become 
important,  and  it  is  subsequently  advisable  to  establish 
a head  office  or  some  degree  of  control  here,  a director 
residing  here,  for  instance.  They  feel  the  effect  of  the 


Double  Income  Tax  and  are  likely  to  feel  it  more  in 
the  future : not  so  heavily  per  £ as  individuals,  but 
by  reason  of  their  aggregate  income  they  will  be 
penalized  to  quite  a considerable  extent.  There  has 
already  been  a fair  indication  that  these  companies 
are  inclined  to  pack  up  and  go  back  to  the  Dominions 
entirely.  I may  say,  as  an  Association  we  have  reason 
to  know  that  there  are  ma'ny  others  who  are  very 
keenly  debating  the  matter  within  themselves,  and 
are  in  a measure  waiting  for  the  decision  of  the 
Government  on  the  question.  The  present  Chancellor 
of  the  Exchequer,  in  the  quotation  which  I give  in  my 
statement,  I think  very  adequately  and  very  properly 
realised  this  aspect  of  the  question.  The  advantage  to 
trade,  if  I may  just  emphasize  that  one  point,  is  this. 

A business  trading  between  the  Mother  Country  and 
the  Dominions,  and  having  the  head  office  or  control  in 
this  country  leads  almost  as  a matter  of  course  to 
trade ; otherwise  the  control  or  head  office  here  is  not 
justified.  The  simplest  case  is  of  a large  importing 
warehouse  in  the  Colonies  requiring  to  stock  up  in 
hardware,  soft  goods  or  the  like.  They  very  naturally, 
and  almost  entirely,  stock  up  from  goods  manufac- 
tured in  this  country.  If  they  cease  to  ca'rry  on 
business  here  they  have  to  depend  upon  travellers, 
and  then,  apart  from  sentiment,  which  might  reason- 
ably favour  this  country,  the  traveller  from  thiB 
country  will  have  to  compete  with  the  traveller  from 
the  United  States  and  Japan,  and  so  on.  That  has 
not  hitherto  been  the  method  of  business  on  the  part 
of  the  British  manufacturer  to  anywhere  near  the 
extent  that  it  is  the  method  of  business  among  some 
of  his  energetic  foreign  competitors.  There  is  a lee- 
way to  be  made  up  there  even  if  the  British  manu- 
facturer is  to  get  on  the  same  floor  as  the  other  man. 
We  foresee,  or  are  afraid,  that  British  trade  with 
these  large  importing  warehouses  will  be  very  apt  to  be 
seriously  affected,  and  to  that  extent  the  Empire  trade 
diminished.  Mr.  Lloyd  George,  in  his  statement  at 
the  1911  Imperial  Conference,  clearly  realized  and 
appreciated  this  point,  I think,  in  the  quotation  which 
I place  before  the  Commission.  There  are  ]ust  one  or 
two  matters  in  addition  that  I wish  to  bring  before 
you  if  I may. 

793.  Chairman:  Perhaps  they  will  come  oat  on 

examination?— As  regards  the  very  real  fact  that  this 
country  would  make  an  immediate  sacrifice  of  revenue 
by  admitting  such  a system,  that  is,  a system  of 
taxation  of  income  in  the  country  or  Dominion  of 
origin,  by  adopting  that  system  as  within  the  Empire 
—and  I am  limiting  it,  of  course,  to  that-I  would  say 
that  much  of  this  revenue  must'  of  necessity  be  lost  in 
any  case,  because  the  taxpayers  will  not  remain  heM 
to  pay  it.  That  will  apply  to  businrases  and  to 
private  individuals.  Following  up  what  I said  earlier 
in  my  remarks,  the  sense  of  grievance  will  weigh, 
and  does  weigh,  almost  as  much  as  the  loss  of  money 
in  a great  many  cases;  and  I would  also  venture  to  say 
that  where  you  have  grievance  you  are  apt  to  have 
considerable  amount  of  evasion.  If  the  revenue  is  lost 
by  the  taxpayer  departing,  or  by  evasion  through 
sense  of  grievance,  the  Mother  Country  aid  the 
Empire  as  a whole  will  lose  much  more  than  the  tax 
they  will  lose  in  Empire  sentiment  and  they  will_ lose 
in  the  trade  connections  to  which  I have  referre  , 
whereas  if  the  problem  is  met  by  a generous  arrange- 
ment, which  clearly  faces  a loss  of  revenue,  hut  which 
places  Empire  development  in  the  foreground  and 
looks  upon  property  and  the  income  from  property - M 
the  exclusive  field  for  taxation  in  that  part  of  the 
Empire  in  which  the  property  is  situated  “ P™***®*' 
and  under  whose  laws  the  income  is  actually  earned 
and  if  we  have  such  a system  which  encourages  the 
free  movement  of  Empire  citmens  from  one  part 1 of 
the  Empire  to  another  without  taxation  penalty,  and 
which  particularly  encourages  Empire  citizens else- 
where in  the  Empire  to  look  upon  this  Mother  Ocuntry 
as  a home  (which  is  a very  real  fact  at  present  I am 
glad  to  say)  to  which  they  can  return  in  order  to 
remain  here  absolutely  or  to  educate  their  chddren 
or  to  carry  on  Empire  trade,  then  I dp  venture  to 
say  the  Mother  Country  and  the  Empire  stand  to 
gain  in  many  ways  which  will  counterbalance  loss  of 
revenue. 
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794.  Mr.  Bowerman:  Obviously,  Sir  Frederick,  your 
Committee  is  absolutely  representative  of  the 
Dominions? — Our  Committee  is  representative  of  all 
the  Dominions. 

i9o.  How  long  has  it  been  established? — It  was 
established  in  1915.  As  I have  said,  it  was  consequeut 
on  1914  ■ it  first  operated  in  April,  1915. 

796.  The  objection  of  your  Committee  is  to  the 
principle? — To  the  principle. 

797.  You  mentioned  several  times  amounts  of 
£20,000? — Yes. 

.798.  You  seem  to  be  appealing  on  behalf  of  those 
with  £20,000  and  upwards? — No,  I think  in  my  early 
remarks  I appealed  for  the  people  with  smaller  in- 
comes who  do  not  get  any  relief  under  the  present 
system  at  all.  When  we  appeal  on  principle  we  make 
no  distinction  between  small  and  large  incomes ; but 

pointed  out  that  the  higher  rates  throughout  the 
Empire  are  approximating  and  they  are  approximat- 
ing mainly  as  regards  incomes  over  £20,0CK).  In  the 
smaller  income  the  Dominion  taxation  does  not  ap- 
proach the  Home  taxation. 

799.  With  regard  to  countries  which  are  Income 
Tax  free  countries.  You  mentioned  one;  can  you  add 
to  the  number? — No.  I do  not  profess  to  understand 
foreign  taxation  systems,  but  I just  happen  to  know — 
at  least  I believe  I am  correct  in  saying— that  Chile 
is  a case  where  they  are  free  from  Income  Tax. 

800.  Do  you  think  the  large  capitalists  are  likely  to 
make  their  way  there? — I do  not  know,  I am  sure.  I 
should  imagine  that  there  is  a fair  amount  of  British 
capital  invested  there.  It  has  found  its  way  to  most 
parts  of  the  world. 

801.  Mr.  Warren  Fisher:  You  said  that  some  relief 
had  been  given,  down,  I think,  from  6s.  to  3s.  6d.  ?-- 
Yes. 

802.  Is  that  borpe  entirely  by  the  United  Kingdom 

Exchequer,  or  do  the  Dominions  share  the  loss? 

Entirely  by  the  United  Kingdom. 

803.  So  the  amelioration  up  to  date  has  been  at  the 
expense  of  the  Home  Country  ?— Yes,  that  is  so. 

804.  In  your  memorandum  you  suggest  that  the 
way  out  of  the  difficulty  is  to  tax  only  in  the  country 
of  origin,  that  is,  where  the  income  arises? — Yes. 

805.  Would  that  not  mean  practically  that  the 
United  Kingdom  would  bear  the  whole  of  the  loss?- 
Ihat  is  so.  I think,  as  I said,  the  main  loss  would 
fall  upon  the  Mother  Country. 

806.  The  Mother  Country,  I think  you  said,  works 
on  two  principles.  It  taxes  by  reference  to  residence, 
and  it  taxes  the  income  that  arises  here,  whether  it 

is  received  by  non-residents  or  not.  Is  that  right? 

I believe  that  is  so.  /There  is  an  injustice  even  in 
that. 

807.  So  that  if  non-residents  demanded  that  income 
made  m England  should  be  freed  from  tax,  and  the 
Dominions  demanded  that  income  received  in  the 
United  Kingdom  from  the  Dominions  should  be  ex- 
empted from  United  Kingdom  tax,  would  there  be 
much  United  Kingdom  tax  left?— I should  think  so. 

808.  Something  to  go  on  with?— Yes,  I think  so.  I 
hope  England  does  not  get  all  her  Income  Tax  from 
money  invested  in  the  Dominions. 

809.  No,  but  the  dual  process  would  tend  to  enlarge 
the  loss  to  the  United  Kingdom  Exchequer,  I suppose? 
—Under  what  I have  urged  the  United  Kingdom 
would,  undoubtedly,  bo  the  loser.  The  Dominions  do 
not  invest  to  any  serious  extent  in  the  Mother 
Country. 

810.  Then  you  said,  I think,  that  the  present  ar- 
rangement under  which  the  United  Kingdom  gives  up 
2s.  6d.  in  the  £ does  not  help  the  small  investor  in  the 
Dominions? — No,  so  far  as  I can  understand  it 

811.  Would  not  that  be  a good  field  for  the  Do- 
minions possibly  to  consider  the  small  investor’s  case 
and  to  afford  some  relief?— That  would  conflict,  of 
course,  with  the  principle  that  income  that  is  earned 
under  the  laws  and  under  the  protection  of  the 
Dominion  Government  arises  in  the  main  from  prop- 
erty situated  within  its  jurisdiction,  and  that  they 
are  the  people  who  should  derive  the  benefit. 

812.  That  is  assuming  that  the  only  proper  principle 
of  income  taxation  is  that  the  country  where  the  in- 
come arises  should  tax?— Yes.  I am  urging  that  as 
the  only  proper  way  as  within  the  Empire. 


S13.  If  the  Dominions  desire  capital  from  the 
United  Kingdom  should  it  not  in  part  fall  to  them 
to  give  such  relief  from  taxation  as  would  afford  a 
preference? — I would  not,  of  course,  personally  be 
averse  to  that.  If  I had  the  control  of  politics  I 
should  do  a great  deal  more  than  is  done  in  that  and 
other  ways  to  attract  money  to  the  Dominions,  be- 
cause I do  look  upon  that  as  a very  vital  matter. 
But  I imagine  that  they  might  raise  the  question  of 
the  difficulty  in  discriminating  between  the  man 
living  there  and  investing  there  and  the  man  who 
sends  his  money  out.  As  a matter  of  fact  they  dis- 
criminate the  other  way,  in  my  opinion  very  unwisely, 
but  that  is  so.  But  I imagine  that  might  be  how  they 
would  view  that  question.  Personally  I would  be 
inclined  to  favour  it. 

814.  Mrs.  Knowles : Can  you  tell  me  if  there  is  any 
principle  underlying  the  Double  Income  Tax ; any 
principle  such  as  that  it  should  be  fair  that  you  should 
pay  for  the  capital  raised  in  this  country  which  does 
a good  deal  for  the  development  of  Australia,  and 
which  might  go  somewhere  else?  You  talk  of  trade 
going  somewhere  else  if  foreign  travellers  were  allowed 
freely.  But  why  should  not  capital  go  somewhere 
else?  Is  there  any  principle  like  payment  for  capital 
which  underlies  Double  Income  Tax?  After  all  vast 
sums  of  capital  are  raised  here.  Is  not  the  Double 
Income  Tax  partly  a payment  for  that  capital? — The 
flow  of  money  from  the  Empire  to  the  Dominions  is 
distinctly  an  advantage,  in  the  first  place  to  the 
Dominion  benefited,  and  secondly  to  the  Empire  as  a 
whole.  The  individual  who  invests  his  money  in  a 
particular  Dominion,  to  my  mind  at  least,  should  not 
pay  more — I am  not  necessarily  urging  that  he  should 
pay  less — but  he  should  not  pay  more  than  any  other 
investor  within  the  Empire  wherever  he  invested  his 
money.  If  he  happens  to  invest  it  in  England  I do 
not  consider  that  he  should  pay  less  Income  Tax  than 
a man  who  happens  to  invest  it  in  some  other  part  of 
the  Empire.  The  only  principle  I have  ever  known 
to  underlie  Double  Income  Tax  is,  I think,  the  needs 
of  the  Exchequer ; they  cannot  afford  to  give  it  up. 

815.  You  intimate  that  if  this  Double  Income  Tgx 
is  persisted  in  there  will  be  a loss  of  trade? — Yes. 

816.  But  do  you  really  think  there  will  be? — 1 do. 

817.  Are  there  not  certain  things  in  the  world 
which  nobody  can  get  except  in  this  country? — As 
regards  those  things,  of  course,  we  will  get  chem,  but 
there  are  a good  many  things  of  which  this  country 
is  not  the  exclusive  producer. 

818.  But  there  are  a lot  of  high  class  things  where 
that  is  the  case.  Do  you  think  that  you  are  a little 
exaggerating  the  danger  of  trade  shifting?— No,  i 
do  not. 

819.  Sir  W.  Trower : Where  the  management  of  a 
company  is  in  England  and  the  business  is  carried  on 
in  the  Colonies  or  Dominions,  where  do  you  consider 
for  the  purpose  of  your  argument  that  the  taxation 
should  be  enforced?  For  instance,  with  the  board 
of  directors  in  England  who  find  the  money  and 
control  the  business,  do  you  consider  that  the  taxes 
should  be  levied  in  this  country  or  in  the  Dominion 
or  Colony?— I think  that  the  taxation  should  be 
levied  in  the  country  where  the  actual  business  is 
carried  on.  May  1 take  a typical  instance  with  which 
I am  most  familiar,  a pastoral  company — there  are 
several  here — carrying  on  business  in  Australia.  They 
own  their  freeholds  and  leaseholds  out  there,  and  all 
their  stock  is  there.  In  that  case  the  income  is 
actually  earned  there,  it  is  remitted  home,  and  it  is 
earned  by  virtue  of  such  facilities  and  such  laws  as 
exist  in  that  part  of  the  Empire.  That  part  of  the 
Empire  has  to  be  governed  ; it  has  to  have  its  public 
income  to  enable  it  to  carry  on  and  protect  that 
property  and  income  to  enable  it  to  be  earned,  and 
to  the  extent  that  this  country  cuts  into  that,  of 
course  the  Dominion  is  handicapped  in  raising’  its 
own  public  income. 

820.  Then  you  would  not  attribute  any  portion  of 
income  earned  by  the  Company  to  the  management 
in  this  country  and  the  capital  expended  in  this 
country? — 1 would  not  go  that  far. 

821.  I only  wanted  to  get  what  exactly  you  suggest — 

I have  asserted  more  or  less  a single  principle  for  the 
sake  of  simplicity,  whichever  way  it  is;  because  after 
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all  as  an  Association  we  stand  more  for  a single  tax 
rather  than  for  any  portion  of  the  Empire  deriving 
a tax.  Although  1 happen  to  be  an  Australian  I am 
not  aiming  to  secure  Australia  the  tax  or  to  secure 
Canada  the  tax  at  all.  My  main  principle  is  that 
our  Association  stands  for  a single  tax.  We  are  not 
opposed  to  the  Exchequer  here  and  the  Dominion 
Governments  coming  to  any  arrangements  to  share 
taxation,  except  that  1 am  afraid  of  the  vexatious 
adjustment  machinery  which  will  be  necessary.  If 
that  difficulty  is  got  over  then  any  objection  from 
that  point  of  view  vanishes,  and  the  Association  I 
represent  is  in  a measure  disinterested  as  to  how  the 
taxation  is  shared.  But  we  do  say  that  people  who 
invest  in  the  Dominions  should  not  be  singled  out  to 
pay  more  than  any  other  section  of  the  community. 

822.  Sir  E.  Nott-Bower:  In  your  opening  state- 
ment I think  you  rather  laid  special  stress  on  the  case 
of  the  man  who  had  lived  in  a Dominion  the  greater 
part  of  his  life,  had  made  capital  there  and  had 
invested  it  there,  and  then  came  home  here  and 
became  liable  to  a double  tax  because  he  resided 
here? — Yes. 

823.  Of  course,  it  is  very  natural  that  you  should 
lay  stress  on  that  case  because  it  puts  your  argument 
in  a strong  form? — Yes. 

824.  But  that  is  hardly  a typical  case,  is  it? — There 
are  great  numbers. 

S25.  I think  it  has  been  calculated  that  before  the 
war  people  in  business  here  had  invested  something 
like  two  thousand  millions  in  the  Colonies? — Yes,  I 
believe  that  is  so. 

826.  That  is  British  money  invested  in  the  Colonies? 
—Yes.* 

827.  I think  that  covers  a much  larger  area? — Yes, 

I freely  admit  that. 

828.  Now,  looking  at  the  matter  from  that  point  of 
view,  taking  those  concerns,  is  it  not  real'.y  very  diffi- 
cult to  accept  your  position  that  the  British 
Exchequer  should  give  up  all  claim  to  any  tax  from 
the  income  derived  from  that  capital?  Ought  not 
the  Colonial  Exchequer  to  bear  some  part  of  it? — I 
answered  that  a moment  ago.  While  I aim  at  the 
simple  form,  which  certainly  does  bear  heavily  on  the 
Exchequer  here,  on  the  other  hand  I think  that  the 
difficulties  of  adjustment  are  very  considerable.  If 
you  overcome  those  I am  not  concerned  very  much  a« 
to  who  receives  the  tax.  My  main  aim  is,  of  course, 
to  oppose  a double  tax  and  to  achieve  a single  tax,  so 
that  at  least  that  investor  is  not  in  any  worse  position 
than  any  other  investor. 

829.  Mr.  Pretyman : You  told  us  that  in  the  Com- 
monwealth, for  instance,  there  was  a double  tax  in  a 
sense,  that  the  Federal  Government  levied  an  Income 
Tax  and  the  State  Government  also  levied  an  Income 
Tax  ? — Yes. 

830.  Are  there  any  inter-State  arrangements  to  pre- 
vent that  being  a Double  Income  Tax? — That  is  not 
a Double  Income  Tax  in  the  sense  as  it  exists  in  this 
country.  There  you  have  two  Governments,  both  pro- 
tecting the  property  and  both  establishing  laws  under 
which  the  income  is  earned. 

831.  But  this  Government  is  protecting  the  pro- 
perty too? — I do  not  know. 

832.  What  about  the  Navy  and  the  Army? — If  you 
raise  the  question  of  the  Navy  and  the  Army  defence 
of  course  you  fall  back  upon  your  pre-war  system 
only,  because  since  the  war  the  Dominions  have  borne 
their  proportion. 

833.  Have  they  quite?  -I  think  so. 

834.  Have  there  not  been  very  considerable  loans? 
In  relation  to  population  and  wealth,  I should  say 

they  have  very  adequately  paid  their  own. 


* With  regard  to  this  reply  the  witness  wishes  to  make  the 
following  explanation  : “ I should  like  to  add  in  explanation  that 
I think  a considerable  if  not  the  major  portion  of  that  two 
thousand  millions  comprises  moneys  lent  to  the  Governments  and 
Public  Corporations  in  the  Dominions  on  bonds  or  stock  issued  in 
this  country.  As  regards  these  public  loans  the  dividends  are 
not  taxed  in  the  Dominions  and  therefore  double  taxation  does 
not  arise,  and  there  is  no  call  for  the  Mother  Country  to  sacrifice 
a penny  of  Income  Tax  in  respect  of  them.” 


835.  We  all  know  that  they  have  done  fully  their 
share  up  to  their  full  ability.  I am  sure  every  man 
in  this  country  recognizes  that,  but  I rather  doubt 
whether  the  same  proportion  has  been  borne  by  them, 
if  you  take  into  account  the  loans  that  have  been 
advanced  in  this  country  and  covered  by  Income 
Tax  here? — The  loans  to  the  Dominions,  do  you  mean? 

836.  Yes.  The  loans  to  the  Dominions  will  bear 
interest,  and  amongst  all  your  loans  to  your  Allies  and 
your  Dominions,  I think  they  are  the  best  security 
you  have  got,  and  I think  they  are  about  the  only 
ones  that  will  pay  interest  for  some  time.  In  any 
case  I would  like  to  add  that  any  contribution  for 
defence  purposes  should  be  made  as  such,  and  not 
accidental  to  income  taxation  and  fall  on  an  unfor- 
tunate minority.  Any  benefit  arising  from  the  British 
Army  and  Navy  is  not  limited  to  those  who  live  in 
one  part  of  the  Empire  and  invest  in  another. 

837.  You  have  stated,  and  I suppose  we  should  all 
agree  with  you,  that  this  trouble  has  arisen  mainly 
owing  to  the  war? — It  has  become  very  acute  owing 
to  the  war. 

838.  And  owing  to  the  excessive  war  expenditure? — 
Yes. 

839.  It  is  something  more  than  becoming  acute,  is 
it  not ; there  is  a difference.  The  taxpayer  is  deriving 
two  different  benefits,  one  in  each  country,  and  he 
has  to  pay  expenditure  for  both?--Yes,  it  is  an  altered 


case. 

840.  But  so  far  as  war  expenditure  is  concerned, 
it  is  an  Imperial  expenditure  which  should  be  unified. 
Is  that  your  case?— That  is  the  main  case  as  regards 
war  expenditure  which  I would  put  as,  I would  say, 
an  unanswerable  or  indisputable  case. 

841.  You  put  it  that  the  war  is  an  Imperial  war?— 
Yes,  it  is  a common  effort. 

842.  For  which  a citizen  of  the  Empire  should  not 
pay  a higher  tax  because  his  property  happens  to  be 
distributed  between  different  parts  of  the  Empire 
rather  than  being  all  in  one  part? — That  puts  it 
exactly  as  regards  the  war  tax. 

843.  You  suggested  that  if  the  principle  was 
accepted,  you  would  not  press  very  strongly  your  point 
that  the  only  way  to  deal  with  it  is  by  taxing  income 
at  its  place  of  origin? — By  no  means.  I think  there 
is  another  very  practical  proposal,  subject  to  the 
adjustment  machinery  being  reasonable,  and  that  is 
that  you  follow  the  principle  which  applies  as  regards 
Death  Duties. 

844.  What  is  that?— If  a person  living  in  this 
country  has  personal  property  in  one  of  the  Dominions 

and  it  applies  pretty  well  all  round  now  ; it  is  a 

matter  of  mutual  legislation,  and  I think  it  applies 
generally— the  estate  here  pays  the  Death  Duty  on 
that  personal  estate  situated  in  the  Dominion.  Hie 
executors  have  to  prove  the  will  in  the  Dominion  and 
then  again  pay  what  we  call  Succession  Duty  there 
(it  is  the  same  thing)  on  that  same  personal  property. 
Having  done  that,  the  executors  can  come  back  to  this 
country  and  claim  a rebate  to  that  extent.  So  that 
they  in  effect  pay  one  Succession  Duty  only. 

845.  How  could  you  apply  that  to  Income  Tax? 
That  is  one  single  event  which  is  independent  of 
different  periods  of  time?— Yes,  I have  raised  those 
difficulties,  which  I think  are  considerable ; but  the 
principle  of  one  tax  subject  to  those  difficulties  can 
be  fairly  well  met,  and  without  the  same  loss  of  re- 
venue to  this  country,  by  constituting  one  tax  as 
between  the  Mother  Country  and  the  particular  part 
of  the  Empire,  the  tax  applying  being  whichever  is 
the  higher.  So  that  if  the  tax  in  Canada  is  3s.  bd., 
and  the  tax  here  is  6s.,  you  would  pay  the  6s.,  and 
there  would  be  a rough  and  ready  adjustment. 

846.  Has  it  occurred  to  you  whether  it  would  be 
possible  for  the  taxing  authorities  in  different  parts 
of  the  Empire,  that  is  to  say,  the  taxing  authorities 
here  and  the  taxing  authorities  in  any  one  ot  the 
Dominions,  to  make  an  arrangement  by  which  a 
certain  rate  of  tax  was  divided  between  them.— Yes, 
I think  that  would  be  the  only  way. 

847.  That  would  get  over  some  of  these  difficulties. 
If  the  rate  of  tax  were  apportioned  as  against  the 
proceeds  of  the  tax,  several  of  those  difficulties  that 
you  have  referred  to  would  disappear,  would  they 
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not? — I think  in  a measure  they  would,  if  you  could 
get  that  amount  of  agreement,  and  it  would  probably 
arrive  by  making  the  matter  one  of  mutual  conces- 
sion as  between  the  Government  and  the  individual 
Dominion  Governments,  so  that  only  when  they  came 
to  terms  would  that  particular  part  of  the  .Empire 
benefit  by  the  arrangement,  the  same  as  it  applies  to 
the  Death  Duties. 

S48.  Would  you  confine  any  arrangement  of  that 
kind  to  such  part  of  the  tax  as  was  actually  agreed  to 
be  a war  contribution? — I think  the  war  tax  is  the 
most  obvious  injustice,  but  I do  not  think  that  there 
should  be  any  extent  of  double  taxation.  Personally 
I think  on  principle  that  a member  of  the  British 
Empire  ought  to  be  able  to  live  in  any  part  of  the 
Empire  without  paying  a higher  taxation  than  any 
other  citizen. 

849.  Where  you  are  concerned  with  a tax  which  is 
not  levied  for  Imperial  defence,  but  is  levied  in 
respect  of  local  advantages  supplied,  you  do  not  apply 
that,  even  in  your  own  Dominion.  You  have  different 
State  rates  of  tax  in  the  Commonwealth ; you  have  one 
Federal  rate  of  tax,  so  that  a person  who  lives  in  one 
of  the  States  is  paying  a higher  Income  Tax  than  a 
person  who  lives  in  another? — Of  course  the  Federal 
tax  is  uniform. 

850.  Certainly;  and  the  State  tax  varies? — And  the 
State  tax  values,  but  wherever  the  person  lives  in 
Australia,  he  only  pays  the  tax  of  the  State  in  which 
his  property  is  situated  and  from  which  the  income 
is  derived.  He  can  move  from  any  one  State  to 
another,  it  does  not  cost  him  a penny  extra  taxation. 

851.  This  is  a rather  different  question,  but  it  bears 
upon  it.  You  have  just  said  that  the  tax  is  levied 
at  the  place  of  origin  in  the  Dominions,  certainly  in 
the  Commonwealth,  which  is  the  case  you  principally 
quoted  ? — Yes. 

852.  Supposing  the  income  of  a pastoral  company 
created  in  Australia  by  its  operations  there,  is  taxed 
there  at  the  source,  do  you  know  whether  the 
private  shareholder  here,  who  may  be  in  a very  small 
way,  who  may  be  entitled  to  rebates  owing  to  the 
smallness  of  his  income,  can  get  anything  of  that  back 
because  his  income  is  small? — He  gets  no  rebates  from 
the  States.  If  there  are  shareholders  here,  the  com- 
pany pays  on  its  own,  but  the  way  they  do  it  there  is 
by  constituting  what  they  call  a flat  rate,  which  prob- 
ably favours  the  more  wealthy  investor.  It  is  done 
for  this  purpose — at  least  this  is  what  I imagine;  it 
has  all  come  into  operation  since  I left  there — it  is 
so  that  the  highest  rate  will  not  hit  the  small  share- 
holder. 

853.  In  that  system  of  taxation,  the  income  is  taxed 
at  the  source,  and  suppose  you  have  a company  in 
Australia  which,  we  will  say,  has  a taxable  income  of 
£35,000  a year,  that  £35,000  is  taxed  upon  the 
Australian  rate.  Have  you  any  cognisance  whatever 
as  to  how  much  of  that  £35,000  a year  will  go  to  a 
person  in  this  country  who  has  got  £10,000  a year, 
and  how  much  will  go  to  another  person  who  has  got 
£200  a year? — If  I may  say  so,  I think  when  we  use 
the  expression  “ taxed  at  source,”  we  are  speaking 
of  two  different  things.  I am  talking  of  the  income 
of  a oountry,  of  all  the  individuals,  being  taxed  only 
by  the  country  of  source ; that  is,  where  the  income  is 
derived.  It  is  perhaps  a confusing  term.  I was  not 
referring  to  what  applies  in  many  cases  of  income 
being  deducted  by  a company  at  the  source,  as  applies 
in  this  country.  If  I may  substitute  a term,  the 
country  of  origin  will  be  better.  Now  as  regards  a 
question  of  taxing  at  the  source,  the  Federal  tax, 
as  regards  the  shareholders  out  there  certainly — I do 
not  know  whether  it  applies  to  shareholders  here— 
taxes  the  shareholder.  He  makes  a return  of  the 
dividend  he  receives,  and  pays  at  a rate  in  accord- 
ance with  his  total  income. 

854.  This  is  a concrete  case.  I imagine  that 
pastoral  companies,  such  as  you  refer  to,  may  have 
shareholders  both  there  and  here? — Yes,  or  they  may 
have  only  shareholders  there. 

855.  But  most  of  them  would  have  them  in  both 
countries,  I suppose? — Yes. 

856.  Take  a pastoral  company  making  a certain 
income  in  Australia  which  is  taxable  in  the  gross. 
Take  it  that  the  pastoral  company  makes  £30,000 
taxable  profit'  in  a year  in  Australia.  Is  the  whole 


of  that  £30,000  taxed  at  a uniform  rate? — No,  I do 
not  think  it  is.  I think  I can  explain  it,  as  far  as  I 
can  understand  it.  They  distribute  the  dividend 
amongst  the  shareholders  out  there,  and  as  regards  the 
Federal  tax,  the  shareholder  makes  his  return  of  that 
dividend  amongst  all  his  other  income,  and  pays  upon 
his  total  income.  What  they  do  not  distribute  there, 
but  has  to  come  home  here  to  the  shareholders,  they 
put  a flat  rate  on. 

857.  There  is  a differentiation  there? — Yes,  rather 
in  favour  of  the  shareholder  here,  I think,  particu- 
larly the  large  ones,  because  the  flat  rate  runs,  1 
think,  at  present  to  about  2s.  4d.  in  the  £,  whereas 
very  large  investors  here,  if  they  paid  individually, 
might  well  pay  5s.,  6s.,  7s.,  or  8s.;  but  that  is  one 
of  those  rough  and  ready  ways  they  have  adopted  for 
simplicity.  Of  course  there  is  the  State  tax  in  addi- 
tion to  that.  A big  oompany,  on  what  we  call  an 
undistributed  profit  out  there,  I think  to-day  would 
pay  4s.  to  4s.  6d.  in  the  £ to  the  State  and  the 
Federal  tax,  owing  to  what  I would  call  a rather 
favourable  flat  rate  in  the  Federal  tax. 

858.  Chairman:  Do  you  deduct  Income  Tax  before 
you  distribute  the  dividends? — -Federally,  as  regards 
shareholders  who  receive  it  out  in  Australia,  no;  but 
in  the  State  tax,  as  a rule,  so  far  as  I am  familiar 
with  that,  the  company  pays  the  tax  on  its  total 
earnings,  and  the  shareholder  receives  it  free. 

859.  Mr.  Kerly : I want  to  ask  you  some  questions, 
not'  so  much  upon  the  general  policy  which  you  have 
dealt  with  in  the  statement  we  have  had,  but  upon 
possible  difficulties  in  application.  Because  one  may 
be  thoroughly  in  accord  with  the  feeling  that  there 
is  a grievance,  and  yet  have  a difficulty  in  seeing  how 
it  can  be  remedied. — Quite  so ; I readily  admit  the 
difficulties. 

860.  I want  to  see  how  far  you  a'nd  your  Association 
have  succeeded  in  finding  solutions  or  suggesting 
solutions  for  those  difficulties.  Now  am  I right  in 
saying  that  there  are  three  different  groups  you  have 
to  deal  with?  I will  speak  of  Australia  instead  of 
the  Colonies  generally.  There  is  the  Australian  who 
has  property  in  Australia,  and  who  comes  here  as  a 
resident.  If  he  stays  here  for  six  months  in  an  assess- 
ment year,  he  has  to  pay  as  if  he  were  an  English 
resident? — Yes. 

861.  And  he  has  to  pay  two  things;  I am  going  to 
distinguish  them.  He  has  to  pay  the  standard  rate, 
6s.  in  the  £,  and  he  has  also  to  pay  Super-tax,  which 
depends  upon  his  total  income? — Yes. 

862.  Secondly,  there  is  the  English  company  which 
carries  on  its  business  here,  but  has  an  investment  or 
property  in  Australia.  That  has  also  to  pay,  not  the 
Super-tax,  but  it  has  to  pay  the  standard  rate. 
Thirdly,  there  is  the  English  company  which  has  in- 
vestments in  Australia  and  elsewhere,  and  also  has  to 
pay  the  standard  rate.  Now  it  is  quite  clear  that  dif- 
ferent problems  will  arise  with  regard  to  each  of  those 
three? — Yes,  there  are  distinctions. 

863.  May  I ask  you  if  you  have  considered  at  all 
how  you  are  going  to  deal  with  that  Super-tax  ques- 
tion? Your  memorandum  seems  to  me  to  be  directed 
only  to  cases  of  deduction  of  the  standard  rate.  Take 
the  first  case,  the  Australian  who  is  living  over  here 
and  getting  his  income  wholly  from  Australia.  You 
suggest  that  the  standard  rate  should  be  paid  to  Aus- 
tralia only,  and  that  he  should  pay  no  standard  rate 
over  here.  Do  you  suggest  that  he  should  pay  Super- 
tax over  here? — Personally,  I do  not  make  any  dis- 
tinction between  Super-tax  and  the  standard  rate.  I 
look  upon  whatever  you  pay  as  Income  Tax. 

864.  If  he  is  a man  with  £2,000  a year,  living  over 
here,  he  has  to  pay  Income  Tax  at  6s.  in  the  £,  but  if 
he  has  £20,000  a year  he  pays  out  9s.,  or  something  of 
that  sort? — Yes. 

865.  In  Australia  he  has  to  pay  the  6s.,  or  what  cor- 
responds to  it,  the  standard  rate.  Is  he  to  be  th© 
better  off  by  living  here  instead  of  in  Australia,  in 
that  he  will  not  have  to  pay  the  extra  3s.  in  the  £ ? — 
He  will  not  be  better  off  for  living  here  instead  of  in 
Australia,  because  under  my  suggestion  he  pays  the 
same.  As  regards  what  he  would  pay,  as  I say,  I 
make  no  distinction  between  Super-tax  and  ordinary 
tax.  I simply  say  whatever  you  pay  is  Income  Tax, 
and  the  Australian  tax  in  that  man’s  case  might  well 
be  9s.  or  10s.  in  the  £. 
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866.  Then  is  your  only  suggestion  with  regard  to  the  the  only  collector  of  Income  Tax  from  him? — That 

Australian  resident  over  here  that  the  English  might  be  the  most  convenient. 

Exchequer  should  collect  no  Income  Tax  from  him,  881.  That  it  should  collect  his  Income  T 


leaving  him  to  Australia? — That  is  my  main  prin- 
ciple, although,  as  1 say,  I am  not  concerned  as  a tax- 
payer, or  as  representing  the  Association,  with  what 
this  country  and  what  the  Dominion  do  as  regards 
sharing.  That  has  to  be  threshed  out,  I understand, 
at  an  imperial  Conference. 

867.  Eor  the  moment  1 am  going  to  ask  you  a few 
questions  upon  the  footing  that  there  is  no  sharing ; 
that  we  have  to  deal  with  it  as  an  English  problem. — 

Quite  so.  . . 

868.  Then  you  say  that  the  Australian  (my  case  A, 
as  1 call  it)  should  be  left  to  Australian  taxation  only, 
so  far  as  regards  Income  Tax? — -I  think  there  is  a 
great  deal  to  be  said  in  favour  of  it. 

869.  At  any  rate,  you  have  no  counter  proposition.'' 

No.  That  is  on  the  basis  which  you  say — that  there 

is  no  sharing.  If  there  is  no  sharing  of  course  there 
is  no  counter  proposition. 

870.  We  will  leave  the  sharing  out  for  the  present. 

—Then  without  sharing  there  is  no  counter  proposi- 

871.  Now  take  the  next  case  : an  English  company  practical  way  of  dealing  with  thisi;  to  have  a collector, 

carrying  on  business  here,  with  an  investment  in  Aus-  fi-WE  the  Tmnerial  Exchequer  if  the  man 


trali’a.  Such  a company  has  always  been  subject  to 
income  Tax  here,  and  is  that  partly  because  it  supplies 
the  brain  which  earns  the  money— or  is  supposed  to? 
That  would  be  an  assumption. 

872.  You  would  not  put  a high  rate  of  charge  for 
that  factor? — No. 

873.  Sometimes  it  is  important? — It  is  important, 
of  course;  I would  not  ignore  it. 

874.  In  that  case,  would  you  suggest  that  again  the 

company  should  be  left  for  the  Australian  Exchequei 
untouched?— Yes,  subject  to  that  man  not  being  in 
a better  position  than  anybody  else  investing  in  the 
Empire.  I say  I do  not  want  him  to  be  in  a worse 
position.  . 

875.  Whether  he  is  in  a better  or  a worse  position 
would  depend  upon  the  accident  whether  Australia 
is  taxing  more  heavily  or  not? — I think  Australia 
would  tax  him  quite  as  heavily. 

876.  Now  take  the  third  case : an  English  company 
with  investments  in  Australia  and  New  Zealand,  and, 
a further  possible  complication,  in  England,  too.  How 
are  you  going  to  divide  it?  Is  he  to  pay  the 
standard  rate  in  each  country  upon  so  much  of  the 
income  as  comes  from  that  country?  Is  that  the 
suggestion  ? — I admit  it  is  a difficult  case ; I freely 
admit  that. 

877.  I am  sure  we  shall  all  be  very  anxious  tor  any 

suggestion,  because  a great  many  people  feel  that 
this  is  a grievance,  and  some  way  of  dealing  with  it 
ought  to  be  found.  You  have  no  suggestion  to  make? 
Now,  let  me  carry  it  to  a fourth  case,  which  seems 
to  be  more  difficult  than  any  of  the  others,  to  my 
unassisted  mind.  Supposing,  instead  of  being  a 
company  which  has  investments  in  Australia,  in  New 
Zealand,  and  also  in  England,  it  is  an  individual ; 
then  we  get  the  Super -tax  complication  again.  How 
would  you  deal  with  that?— If  I were  asked  to  do 
that,  I think  I should  deal  with  it  in  this  way.  I 
should  lump  all  his  income  together . 

878.  If  I may  stop  you  for  a moment : so  you  would 
get  the  rate  of  charge,  would  you  not,  we  will  say 
10s.  in  the  £,  as  appropriate  to  his  total  income? — 
Yes.  If  I may  continue  what  I was  going  to  say : I 
should  put  together  his  income  from  the  three  dif- 
ferent sources,  and  suggest  that  you  take  the  highest 
rate  of  Income  Tax ; I do  not  mean  only  the  standard 
rate,  but  Super-tax,  which  runs  you  into  6s.  or  9s. 
or  10s.  in  the  £ here. 

879.  The  appropriate  rate? — Yes,  the  appropriate 
rate,  whether  it  is  higher  here,  or  in  New  Zealand  or 
in  Australia,  and  charge  that.  Then,  of  course,  you 
would  have  to  have  some  amount  of  adjustment  as 
between  the  three  countries  concerned,  because  the 
highest  rate  for  the  total  would  be  higher  than  the 
appropriate  rate  for  individual  portions,  and  there 
would  be  something  to  divide. 

880.  What  you  are  now  suggesting  is  this,  is  it  not : 
that  the  country  where  he  is  resident  should  first  be 


at  the 

highest  rate  prevailing  in  all  the  parts  of  the  Empire 
where  he  is  interested? — Yes. 

882.  That  would  probably  be  at  home,  as  things 
stand? — It  might  be. 

883.  And  that  then  there  should  be  a division  of 
the  sum  received  from  him  between  the  different  parts 
ol-  the  Empire  which  were  interested  in  him  as  a 
taxpayer? — Yes;  I conceive  that  is  probably  the  only 
way  of  dealing  with  it. 

884.  On  what  lines  do  you  suggest  the  tax  collected 
should  be  divided?— I would  not  discuss  definite 
fractions,  but  in  the  proportions  I should  favour  the 
country  in  which  the  property  is  situated,  and  from 
which  the  income  is  derived,  and  under  whose  laws 
that  income  was  actually  derived. 

885.  The  actual  lines  of  division,  of  course,  would 
have  to  be  a matter  of  agreement  between  this 
country  and  every  Colony  concerned? — Yes.  I under- 
stand that  that  is  a matter  left  over  for  the  nexs 
Imperial  Conference. 

886.  It  occurred  to  me  that  that  was  the  only 
practical  way  of  dealing  with  this;  to  have  a collec 
which  would  be  the  Imperial  Exchequer  if  the  i 
were  living  at  home? — I think  so;  I think  that  prob- 
ably would  be  so.  The  Double  Income  Tax,  mover 
90  per  cent,  of  the  cases,  applies  to  people  resident 
in  this  country. 

887.  I am  afraid  that  would  not  solve  all  the  diffi- 

culties, but  it  would  simplify  the  problem  very  con- 
siderably.— I do  not  suppose  we  will  ever  get  over  all 
the  difficulties.  , 

888.  You  gave  us  an  illustration  of  the  case  or 
Death  Duties.  Death  Duties  like  Income  Tax,  rise 
according  to  the  total  estate?— Yes,  they  do  here. 

889.  Take  the  case  of  a man  leaving  £100,000  as  his 
total  estate  of  which  £10,000  is  Australian.  If  he 
pays  Death  Duties  in  Australia,  does  he  pay  upon  the 
footing  that  he  had  £10,000,  or  that  he  had  £109,000? 
—He  would  only  pay  on  the  Australian  portion  of 
the  estate. 

890.  At  the  £10,000  rate?— Yes. 

891.  That  is  what  you  suggest?— Yes. 

892.  I dare  say  you  are  quite  right;  I accept  that.— 

I think  that  is  correct.  There  is  an  extra  refinement 
even  beyond  that,  as  a matter  of  fact,  because  where- 
as you  pay  here  your  Death  Duties  on  your  total 
estate,  out  in  Australia  the  Succession  Duty  is  levied 
upon  the  Successor’s  share  only.  So  that  if  tn®*-0 
are  five  people  entitled  to  £10,000,  the  Death  Duty 
is  on  £2,000  each,  at  a lower  rate  still. 

893.  We  know  that  English  Death  Duties  are  made 
up  of  a great  many  items  which  are  not  all  subse- 
quently distributed.  You  see  what  the  consequence 
of  that  is.  The  executors  in  England  pay  on  that 
Australian  £10,000  at  a higher  rate  than  they  would 
have  to  pay  in  Australia? — That  is  so. 

894.  So  that  the  rebate  or  allowance  they  will  get 
is  not  the  whole  of  what  that  £10,000  has  cost  them? 
— That  is  so. 

895.  Would  you  suggest  applying  the  same  prin- 

ciple in  the  case  of  Income  Tax?— I would  not  be 
adverse  to  the  same  principle,  to  this  extent,  and  J 
think  it  is  covered  by  what  I have  already  said : at 
least  let  the  taxpayer  pay  the  highest  rate.  If  the 
highest  rate  arises  not  so  much  out  of  the  standard 
rate  charged  but  by  virtue  of  the  fact  that  in  that 
particular  instance  the  estate  is  assessed  as  a whole 
instead  of  in  parts,  and  so  on,  then,  of  course,  the 
taxpayer  pays  the  higher  rate,  however  the  result 
conies.  _ , , „ 

896.  I dare  say  the  difficulties  I have  been  putting 

to  you  are  not  unfamiliar  to  you  and  your  Associa- 
tion?— No.  , , 

897.  If  your  Association  could  work  out  the  solu- 
tions a little  in  detail  and  put  them  before  us,  it 
might  assist  us.— Why  we  have  not  pretended  to  woik 
out  in  detail  these  solutions,  is  this.  The  whole 
matter  has  to  be  dealt  with  as  between  the  British 
Exchequer  and  the  Dominions’  Exchequers  in  some 
way  through  an  Imperial  Conference. 

898  But  this  Commission  can  hardly  wait  until  those 
negotiations  have  been  concluded,  before  making  pro- 
posals?—I quite  recognize  that.  If  I may  venture  to 
say  so. 


.,  I really  do  not  know  quite  to  what  extent  this 
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Commission  can  go;  because  it  does  fall  back,  1 
think,  very  substantially  on  bargaining,  in  a measure, 
if  I may  so  put  it,  as  between  the  different  Ex- 
chequers. 

899.  That  seems  rather  to  answer  the  proposal  that 
has  been  made,  that  there  should  be  an  interim 
report  about  this  matter. — I should  say  this  : to  what- 
ever extent  this  Commission  can  express  an  opinion, 
let  it  be  expressed,  but  so  long  as  it  withholds  that 
expression,  ro  that  extent  the  ultimate  solution  of 
bargaining  by  the  Conference  is  delayed.  That  is  why 
we  urge  an  early  interim  report. 

900.  You  have  indicated,  as  one  very  strong  reason 
why  the  Double  Income  Tax  should  be  altered,  that 
it  is  such  a detriment,  practically  and  sentimentally, 
to  Australians  living  here,  to  take  my  own  illustra- 
tion, that  it  is  likely  to  diminish  the  number? — Yes. 

901.  May  I suggest  to  you  that  a possible  operation 
of  the  grievance  is  that  an  Australian  will  pay  fleet 
ing  visits  here,  and  make  his  home,  say,  in  Paris,  oi 
somewhere  else  where  he  will  not  be  very  far  off?- 
That  is  often  suggested,  but  I do  not  think  that  will 
be  a very  frequent  case.  Personally  I think  he  is  much 
more  likely  to  go  back  to  Australia.  I have  often 
heard  that  suggested,  but  I do  not  think  that  living 
in  France  is  likely  to  occur  to  any  great  extent.  It 
may  occur  in  a few  cases. 

902.  It  is  not  so  attractive  to  the  Australian  as 
Australia? — No;  I think  he  is  much  more  likely  to  go 
back. 

903.  Sir  J.  Harmood-Banner : Mr.  Kerly  has  dealt 
with  one  question  I was  going  to  ask  you  about,  so  1 
need  not  touch  upon  that,  except  simply  to  refer  to 
this.  That  question  of  dealing  with  the  individual  by 
taxation  at  the  highest  rate,  whilst  it  might  assise 
the  individual,  would  still  leave  the  partnerships  and 
limited  companies  in  a serious  position  of  disadvan- 
tage;  that  is  to  say,  if  they  were  taxed  on  the  highest 
rate,  they  would  get  no  appropriation  of  the  differ- 
ences in  -the  other  taxation,  but  would  have  to  pay 
where  they  traded,  say  in  Victoria  or  Melbourne,  and 
they  would  also  have  to  pay  the  same  rate  here,  so 
that  they  would  have  to  pay  the  full  taxes  even  if 
they  came  afterwards  to  apply  for  a reduction  by 
way  of  relief? — I take  it  that  if  we  apply  the  highest 
tax  to  a company  or  partnership  of  that  nature, 
assuming  the  highest  tax  was  in  this  country,  that 
company  would  pay  the  same  as  another  company 
would  pay  carrying  on  a similar  business,  but  carry- 
ing it  on  in  this  country  instead  of  carrying  it  on 
in  Melbourne. 

904.  And  they  would  have  to  pay  in  addition  the 
taxes  that  they  would  have  to  pay  in  Victoria  or 
Melbourne?— No.  The  principle  of  the  higher  tax  is 
that  if  it  were  the  British  tax,  then  they  would  not 
pay  the  Victorian  tax  at  all,  or  they  would  get  a 
rebate  of  it  by  some  machinery  or  other.  I do  not 
say  it  would  work  out  exactly,  because  there  are 
interrupting  factors. 

905.  In  the  first  instance  he  would  have  to  pay 
it  out  of  his  pocket? — He  would  have  to  pay  both 
taxes,  no  doubt. 

906  He  would  have  to  pay  both  taxes  out  of  his 
pocket? — Yes. 

907.  Whereas  in  the  case  of  the  individual  he  would 
only  pay  one  tax  out  of  his  pocket?— No;  he  would 
have  to  pay  all  out  of  his  pocket,  and  depend  upon 
a rebate,  as  he  does  now  in  connection  with  the 
present  rebate  of  2s.  6d. 


908.  Now  I will  put  two  questions  which  affec 
myself,  cases  of  which  I have  personal  knowledge 
One  is  m Natal,  and  the  other  is  in  Victoria 
In  the  Natal  case  there  was  Double  Income 
lax  paid,  and  on  representations  here  no  relief  wa.‘ 
given,  so  they  closed  their  business  of  a limitec 
company  in  this  country,  and  carried  on  their  business 
in  ruture  entirely  in  Natal.  I presume  we  may  take 
it  that  if  things  remain  as  they  are,  that  is  verv 
likely  to  occur  in  a good  many  instances? — I know  of 
one  case  and  I understand  there  are  four  or  five 
oouth  African  firms  that  are  cogitating  the  matter 
and  are  feeling  very  much  inclined  to  move  in  that 
way,  but  they  are  waiting,  I think. 

909.  Waiting  to  know  what  the  relief  is? Yes 


91VAkdutheufaCt  that  the  rate  of  tax  has  become 
v»ry  high  has  been  a very  large  element  in  bringing 


this  matter  to  the  fore.  When  the  taxes  were  small, 
it  was  not  considered  worth  while? — That  is  so. 

911-  Now  the  taxes  are  high,  it  has  become  abso- 
lutely necessary  ?— That  is  so. 

912.  The  other  case  is  a case  of  the  tramways. 
There  are  many  English  tramways  in  Australia,  is 
it  not  a fact  that  it  is  impossible  to  get  Australian 
shareholders  to  interest  themselves  in  tramways  or 
other  industries  which  are  in  this  country,  where  the 
Double  Income  Tax  is  paid  ? I speak  with  personal 
knowledge  of  a case  where  we  have  had  an  agent  out 
there  to  try  to  sell  shares,  and  it  was  found  absolutely 
impossible  to  get  shareholders  to  invest  in  those  com- 
panies, because  those  companies  bear  full  Income  Tax 
there,  and  they  have  to  bear  the  tax  here  as  well?— 
I should  think  that  would  be  absolutely  so,  and  i 
should  be  surprised  if  you  did  not  have  difficulty  in 
getting  investments  on  this  side  if  the  investor  knew 
he  was  going  to  be  subject  to  a Double  Income  Tax. 

913.  The  money,  unfortunately,  had  gone  from  this 
side  when  the  rates  were  low,  and  now  they  are 
penalised  in  having  to  pay  a higher  rate.  Is  not  the 
result  of  that  fact,  that  all  these  British  tramways 
held  by  British  shareholders  are  suffering  very  serious 
inconveniences,  because  they  get  no  support  in  the 
municipalities  or  in  the  States  in  reference  to  their 
tramways,  having  no  friends  in  the  shape  of  share- 
holders?— Yes.  I think  there  is  nothing  like  the  voter 
on  the  spot,  to  secure  political  influence.  The  man 
who  is  twelve  thousand  miles  away  is  not  listened  to 
as  a rule. 


914.  Putting  the  reverse  side,  is  it  not  also  the  fact 
that  in  consequence  of  this  double  taxation,  both  there 
and  in  this  country,  it  is  becoming  increasingly  diffi- 
cut  to  get  British  manufacturers  to  carry  out  these 
things,  or  British  capitalists  to  put  their  money  into 
industries  in  Australia,  in  consequence  of  the  heav% 

double  rate  of  taxation  they  would  have  to  pay? Yes, 

I think  that  is  undoubted;  and  in  addition  there  is 
abundant  evidence  that  people  who  have  money  in 
vested  out  there  are  bringing  it  home. 

915.  I am  speaking  from  personal  knowledge  of  com- 
paines  who  used  to  deal  largely  in  putting  down 
tramways  and  factories  in  Australia,  and  who  have 
ceased  entirely  to  do  this  work  in  consequence  of  the 
heavy  double  taxation.  In  those  particular  cases,  and 
those  particular  industries,  is  it  not  a fact  that  the 
whole  of  the  service  is  done  out  there,  and  there  is 
nothing  done  in  this  country  contributing  to  the 
dividend  which  the  shareholders  receive,  except  the 
registered  office,  the  secretary,  and  perhaps  the  board 
of  directors  on  this  side;  yet  the  shareholder  here 
perhaps  spending  £500  of  his  money  here  and  thous- 
ands of  pounds  on  the  other  side,  has  to  pay  double 
taxation  on  the  thousands  of  pounds  which  are  earned 
and  expended  on  the  other  side?— Yes,  I think  that  is 
a case  that  does  exist ; of  course  it  is  an  extreme  case, 
but  it  does  exist  in  some  numbers. 

916.  In  the  Melbourne  tramways,  the  Ballarat  tram- 
ways, and  in  these  numerous  tramway  companies, 
there  is  nothing  done  on  this  side;  all  the  work  is  done 
on  the  other  side?— Yes.  We  have  had  a reference 
to  brains,  this  morning,  but,  I think,  in  undertakings 
like  that,  success  in  the  main  depends  on  the  effort 
and  management  which  are  put  into  them  on  that 
side  of  the  water. 


i i — I J \ ouggeouiun  mat  we  snouid 

be  very  pleased  to  know  some  way  by  which  we  could 
pay  something  for  the  protection  afforded  us  on  this 
side,  and  at  the  same  time  pay  our  proper  taxes  in  Aus- 
tralia tor  the  services  given  there?— I should  say,  as 
regards  people  hving  in  this  country  and  deriving  their 
income  from  elsewhere  in  the  Empire,  provided  they 
pay  relatively  to  other  taxpayers  a more  or  less  equal 
tax  this  country  should  be  satisfied  with  the  fact 
that  they  have  people  coming  here  to  live  and  to 
spend  money  here.  The  very  circulation  of  their 
money  creates  trade  in  this  country,  and  in  addition 
to  that  in  indirect  and  other  forms  they  do  contribute 
substantially  to  the  taxation  of  this  country.  From 
a political  point  of  view  I should  say  that  any  country 
is  wise  to  welcome  without  penalty  as  many  people  as 
possible  to  come  here  and  spend  their  money 
918‘  1 °nIy  want  to  reiterate  the  fact  that  it  is 
open  to  those  companies— I know  many  of  them  have 
contemplated  it— to  go  over  to  Australia  and  be 
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registered  there,  in  which  case  only  money  remitted 
home  for  dividends  would  be  subject  to  taxation? — 
That  is  so. 

919.  Mr.  Manville:  Just  following  on  that  last 
remark,  in  that  case  all  the  influence  which  previously 
existed  in  this  country  to  get  renewals  and  new  plant 
here,  would  be  subjected  to  other  considerations  which 
would  affect  business  generally  in  this  country  ? — I 
think  so.  The  question  of  trade  is  very  important. 
One  knows  that  the  sentiment  in  the  Dominions  has 
been  entirely  in  favour  of  British  trade ; but  we  do 
know  that  there  are  tremendous  efforts  and  induce- 
ments brought  to  bear  out  there  to  secure  trade  for 
other  countries.  Anything  which  tends  to  break 
down  the  sentiment  which  does  help  this  country, 
is  all  to  the  bad. 

920.  Mr.  McTAntock : I understand  your  contention, 
in  the  main,  is  that  the  country  in.  which  the  income 
is  made  should  receive  all  the  Income  Tax  in  reference 
to  that  income? — Yes,  I think  that  is  the  ideal  Im- 
perial system. 

921.  That  is  your  evidence  generally,  in  the  main? 
— Yes. 

922.  Do  you  draw  any  distinction  whatever  between 
the  resident  in  this  country  who  has  made  his  money 
in  Australia,  and  the  pastoral  company  which  has 
been  formed  and  is  carried  on  entirely  by  means  of 
capital  sent  from  this  country,  without  anv  Australian 
shareholders?— I should  say  sentimentally  that  the 
first  case,  of  course,  is  one  which  invites  obvious 
sympathy ; that  is  the  person  whose  wealth  was 
created  out  in  the  Dominions.  As  regards  the  second 
case,  the  company  which  has  sent  money  from  here, 

T think  that  their  case  is  answerable  from  an  entirely 
different  point  of  view,  from  the  practical  point  of 
view,  not  so  much  a matter  of  sympathy  or  sentiment 
Those  companies  have  done  a great  service  to  the 
Empire.  That  is  how  I look  upon  it.  They  are 
people  who  put  their  money  into  companies  and  in- 
vested it  in  more  or  less  unknown  lands,  as  many  of 
them  did  in  the  early  days ; because  many  of  those 
companies  are  of  fairly  long  standing.  They  have 
done  an  immense  service  to  the  Empire.  Some  of 
them  failed,  and  some  of  them  succeeded,  and  perhaps 
got  good  returns  for  their  money.  But  quite  apart 
from  that  fact,  I do  think  they  can  take  /in  immense 
proportion  of  the  credit  for  the  Empire  as  it  stands 
to-dav ; and  from  that  point  of  view  I would  like  to 
see  them  treated  with  consideration  from  a taxa 
tion  point  of  view. 

923.  The  point  is,  you  did  not  draw  any  distinc- 
tion between  the  two? — No,  I did  not. 

924.  I suggest  to  you  that  the  service  by  the  com- 
pany was  performed  to  Australia,  for  example,  and 
that  if  there  is  any  relief  of  taxation  to  the  people 
in  this  country  who  have  sent  their  money  there,  it 
should  be  by  the  Australians  giving  up  their  tax, 
rather  than  the  home  people  who  supplied  the  money? 

No ; I consider  that  a very  unimperial  view  to  take 

of  the  question.  Primarily  Australia  benefited  by 
that  investment,  but  if  you  take  the  investments  for 
the  last  hundred  years  throughout  the  Empire,  this 
country  has  benefited  immensely  by  increased  wealth 
here,  because  people  were  venturesome  with  their 
money  and  went  out  to  the  different  parts  of  the 
Empire.  They  have  created  a very  valuable  trade 
for  this  country  which  would  never  have  reached 
anything  like  its  present  dimensions  if  these  companies 
had  not  gone  forth  with  their  money.  So  that  the 
benefit  from  the  action  is  not  exclusively  that  of  the 
Dominion  which  received  the  money,  but  has  been 
shared  by  this  country  also.  That  is  why  I say.  from 
an  Empire  point  of  view,  we  owe  a great  deal  to  those 
investors.  In  a sense  they  kept  anything  up  to 
1-5, 000,000  people  of  British  blood  under  the  Flag. 

925.  The  reason  I put  it  in  that  way  was  this.  You 
■answered  Sir  John  by  stating  that  the  Australian  who 
came  here  a'nd  spent  his  money  should  be  relieved  of 
British  taxation ; and  I suggest  that  the  converse  to 
some  extent  applies  to  the  company  which  sent  its 
money  to  Australia,  and  in  which  Australia  put  none 
of  her  own . That  is  whv  T suggest  it  would  be  more 
proper  that  there  should  be  a proposal  to  give  relief 
from  your  side,  and  not  throw  all  the  burden  on  this 
oountry  in  the  case  of  pastoral  companies? — I still 


think  it  is  very  difficult  to  differentiate  between 
capital  which  originally  left  this  country,  and  the 
capital  ate  it  is  to-day.  The  main  point  I rely  upon 
is  that  within  the  Empire,  wherever  you  invest  it, 
you  invest  it  under  laws  created  by  the  British  Parlia- 
ment which,  after  all,  wherever  it  is,  is  simply  a 
department  of  one  great  Parliament  under  the  King. 

926.  Mr.  Birley : You  said  that  in  Australia  there 
is  no  taxation  on  income  arising  in  Great  Britain? — 
Yes. 

927.  Is  it  not  the  case  that  an  English  manufactur- 
ing firm  trading  in  their  own  name  in  Australia,  has 
to  pay  Income  Tax  on  the  whole  of  the  profits  of  the 
firm,  whether  made  in  Australia  or  in  England? — No. 

928.  You  are  sure  of  that,  are  you? — I am  quite 
sure  of  that. 

929.  I know  a case  where  it  has  been  done. — I think 
that  is  wrong.  I know  that  within  recent  years  they 
have  made  British  manufacturers  and  traders  pay 
Income  Tax  upon  a sum  of  income  which  is  estimated 
to  have  been  earned  out  in  Australia,  following  up 
the  rea‘1  principle  that  they  tax  all  inoome  that  is 
derived  from  or  created  in  that  country. 

930.  I put  it  to  you  that  if  they  trafie  in  their  own 
name,  they  have  to  pay  on  the  whole? — No. 

931.  Most  of  them  now  find  that  they  cannot  trade 
in  their  own  name? — They  are  not  assessed  on  income 
earned  in  this  country  or  elsewhere  in  the  world 
That  applies  as  between  different  States  out  there. 

I have  had  income  from  two  States,  and  it  is  taxed 
in  both  quite  separately. 

932.  Chairman:  Have  you  some  concrete  case  in 
your  mind,  Mr.  Birley? 

933.  Mr.  Birley : Yes,  I have  a definite  case  in  my 
mind,  where  we  were  informed  definitely  that'  it  was 
so. — The  position  is  very  clear  out  there. 

934.  Chairman : Perhaps  you  will  let  Sir  Frederick 
have  that  case. — I shall  be  very  glad  to  look  into  it. 

935.  Professor  Pigou : You  told  us  that  a man  with 
£1,000  invested  in  Australia,  paid  £44,  a'nd  in  Eng 
land  he  paid  £68? — No,  I think  that  was  £600. 

936.  It  is  clear  that  the  rate  of  tax  is  considerably 
lower  in  Australia  than  in  England,  even  if  you  add 
in  the  State  Tax  in  Australia  and  the  local  taxes  in 
England? — Yes,  ate  regards  the  smaller  incomes,  that 
is  so  right  throughout  the  Empire. 

937.  Have  you  considered  the  position  of  the 
Englishman  resident  in  England?  On  your  plan,  if 
that  man  invests  his  money  in  England,  he  will  pay 
a very  great  deal  higher  rate  of  tax  than  if  he  invests 
it  in  the  Colonies? — That  is  so. 

938.  And  that  difficulty  is  not  got  over,  whatever 
arrangement  you  make  as  to  sharing  the  proceeds. 
There  is  a definite  differentiation  against  investing 
capital  in  this  country;  he  is  more  favoured  if  he 
invests  it  in  Australia  ?— That  is  so,  but  of  course  that 
is  got  over  by  the  sharing  principle,  because  the  shar- 
ing principle  only  comes  into  operation,  as  we  have 
discused  it  to-day,  when  you  assess  at  the  higher 

939.  May  I suggest  that  the  difficulty  is  not  got 
over,  whatever  arrangement  you  make  about  sharing 
the  proceeds.  The  difficulty  is  that  there  is  a definite 
differentiation  and  discouragement  to  an  Englishman 
to  invest  in  England,  for,  after  all,  England  is  in  need 
of  money,  too? 

940.  Mr.  Pretyman:  He  would  still  be  resident 
here,  and  then  he  would  have  to  pay  the  higher  rate? 
--If  he  had  to  pay  the  higher  rate,  there  would  be  no 
differentiation.  That  is  the  whole  point  of  the  higher 
rate. 

941.  Professor  Pigou:  I understand  from  your 

scheme,  if  this  man  resident  in  England  has  invested 
in  Australia,  his  Australian  money  is  taxed  solely  in 
Australia  and  not  in  England? — That  is  so;  the  case 
you  are  dealing  with  is  more  applicable  to  the  smaller 
investors.  As  you  get  to  the  higher  amounts,  and 
the  big  companies,  and  that  sort  of  thing,  the  higher 
rates  tend  to  approximate,  but  with  the  smaller 
amounts  of  income  the  typical  case  is  the  person  who 
is  receiving  an  income  and1  comes  home  and  lives  here. 

942.  But  the  point  of  principle  remains?— It  does 
remain,  but  the  other  principle  comes  in,  that  if  a 
person  is  living  in  the  Dominion  and  receiving  *-WU 
income,  we  contend  from  the  Empire  point  of  view 
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that  there  should  be  nothing  to  deter  him  from 
coming  home  here,  if  he  wants  to. 

943.  My  point  is  that  on  your  scheme  you  have 
this  difficulty,  that  an  Englishman  considering 
whether  he  shall  invest  in  England  or  shall  invest  in 
Australia,  actually  has  to  pay  more  money  if  he  in- 
vests in  England  than  if  he  invests  in  Australia? — Of 
course  that  is  so  on  paper;  but  as  a matter  of  fact 
people  do  not  readily  go  abroad  to  invest  their 
money ; and  seoondly  there  are  always  other  expenses 
in  connection  with  an  investment  abroad,  and  the 
result  is  that  the  difference  in  profit  to  be  gained  out 
of  this  taxation  in  these  small  amounts  is  compara- 
tively little,  and  I do  not  think  would  deter  people 
from  investing  in  this  country. 

944.  I suggest  to  you  it  is  analogous  to  this.  It  is 
often  said  that  we  ought  to  give  preference  on  goods 
imported  into  England  from  the  Colonies  as  against 
foreign  goods,  but  it  is  never  suggested  that  we  should 
give  a preference  on  goods  imported  into  England 
as  against  goods  manufactured  here.  Does  not  your 
proposal  amount  to  a proposal  of  that  kind? — 1 
freely  admit,  of  course,  that  it  doe»  nut  him  in  a 
favoured  position,  and  I have  gone  further  in  stating 
to-day  that  subject  to  proper  administrative  machi- 
nery being  established,  I and  the  Association  I repre- 
sent rather  aim  at  the  single  tax.  If  you  make  it  the 
higher  tax,  we  have  no  great  objection  to  that,  but 
from  a purely  Imperial  point  of  view,  I should  like  to 
see  perfect  freedom  of  movement. 

945.  Would  you  greatly  object  if  the  plan  was  that 
the  one  higher  rate  of  tax  was  paid  in  such  a way 
that  this  differentiation  that  I have  spoken  of  was 
abolished? — No;  I think  there  is  a great  deal  to  be 
said  for  it.  If  that  were  done,  it  would  be  a sub- 
stantial relief  compared  with  things  as  they  are. 

946.  Mr.  Armitag e-Smith : So  far  as  your  Associa- 
tion is  concerned,  you  would  be  satisfied  if  this 
grievance  were  abolishel.  You  are  not  concerned  with 
the  analogous  grievance  of,  let  us  say,  an  Englishman 
who  has  an  estate  in  Italy,  and  who  is  charged  Income 
Tax,  twice  over? — No;  we  have  concerned  ourselves 
with  the  Empire.  I really  would  not  express  any 
opinion  as  to  how  far  the  position  as  between  this 
country  and  foreign  countries  ought  to  be  dealt  with, 
but  I do  say  that  within  the  Empire  itself  such  a 
thing  as  Double  Income  Tax  should  not  exist. 

947.  You  express  no  opinion  about  the  justice  or 
injustice  of  double  taxation  elsewhere? — No,  it  is  a 
matter  on  which  I cannot  say  that  I am  in  any  degree 
competent  to  express  an  opinion. 

948.  You  are  aware  that  the  alleged  grievance  does 
exist? — Yes,  I believe  it  does.  I notice  that  in  the 
United  States  they  have  made  a very  ample  provision 
as  regards  money  invested  in  Great  Britain,  and  that 
they  allow  a taxpayer  in  the  United  States  to  deduct 
the  tax  which  he  pays,  not  only  in  Great  Britain,  but 
anywhere  in  any  other  foreign  countries;  they  allow 
him  to  deduct  the  tax,  not  from  his  assessable  income, 
but  from  the  tax  which  he  has  to  pay  in  the  United 
States;  that  is  all  a part  of  the  policy,  of  course,  of 
getting  money  invested  abroad  and  building  up 
foreign  trade. 

949.  Mr.  Synnott : The  object  of  the  provision  in 
the  Finance  Act,  1914,  making  all  income  taxable 
wherever  arising,  was  to  prevent  frauds  on  the 
Revenue? — I believe  so. 

950.  There  were  two  series  of  frauds.  In  the  first 
place,  such  money  very  often  paid  no  Income  Tax  at 
all? — That  is  so. 

951.  Say  in  America;  it  was  invested  in  America 
nominally,  and  then  perhaps  the  shares  sold  and 
remitted  here  in  a few  months? — Yes. 

952.  And  that  applied  to  all  countries.  Your  plan 
now  is  that  the  present  law  should  still  apply  to  all 
countries  except  the  Colonies? — No. 

953.  Is  not  that  so?  If  the  Colonies  were  relieved 
from,  that  in  this  way,  they  would  only  pay  Income 
Tax  in  the  country  of  origin,  and  in  such  case  income 
Tax  .would  not  be  paid  on  investments  in  Australia? — 

I think  it  ought  to  be  put  the  other  way : that,  with- 
out expressing  any  opinion  as  to  what  you  ought  to 
do  with  foreign  countries,  I do  not  think  the  present 
system  ought  to  prevail  as  within  the  Empire. 


954.  Assuming  this  law  does  continue  as  regards 
foreign  countries — and  I think  we  may  assume  that  it 
will,  because  sufficient  revenue  would  not  be  raised 
without  it — then  would  not  this  be  a great  loss  to 
the  Revenue — would  there  not  be  a tendency  for 
people  to  invest  in  the  Dominions,  and  not  have  the 
money  remitted  at  once,  but  sell  their  shares  and  not 
return  the  income  here? — I would  not  say  as  to  how 
far  that  operated.  In  any  case  I have  pointed  out 
that  Income  Tax  rates  are  approximately  through- 
out the  Empire'. 

955.  You  have  not  considered  that? — Yes,  I have, 
but  I have  no  information  as  to  the  extent  that  that 
did  prevail. 

956.  You  say  the  country  of  origin  of  the  profit 
should  levy  the  Income  Tax? — Yes. 

957.  In  the  case  of  land  in  Australia  and  the 
Colonies,  or  in  the  case  of  a Colonial  War  Loan,  you 
can  localize  the  source  of  profit  easily;  but  now  take 
the  case  of  an  importer  of  British  goods  at  Melbourne. 
Those  goods  are  manufactured  here,  and  they  are 
sent  out  there.  In  that  case  the  profits  of  that  im- 
porter would  bear  the  tax  in  the  Colony,  in  Mel- 
bourne, but  not  here  at  all.  In  what  sense  does  that 
profit  originate  in  Australia? — I think  that  is  a very 
clear  case.  Take  soft  goods.  A man  manufactures 
soft  goods  iu  this  country,  and  sells  them  to  a ware- 
house in  Melbourne,  because  the  manufacturer  here 
never  conducts  his  business  out  there. 

958.  I will  assume  the  case  of  one  of  these  houses 
that  have  a business  in  London,  and  have  an  agency 
in  Melbourne  for  importing  this  stuff.  Why  should 
they  not  pay  Income  Tax  in  both  countries;  whv 
should  they  only  pay  Income  Tax  in  Australia?— I am 
not^  quite  clear  as  to  the  case  you  are  putting.  Is 
it  the  manufacturer  of  the  goods  who  has  an  aeenev 
in  Melbourne? 

959.  A large  wholesale  house  in  Melbourne  whicn 
imports  English  goods;  that  is  the  case  I put;  and 
they  may  have  a head  office  in  London. — If  they  have 
a head  office  in  London  or  some  measure  of  control 
in  London,  they  pay  the  Double  Income  Tax. 

960.  But  I want  you  to  justify  the  position  that 
they  should  only  pay  Income  Tax  in  Australia,  on  the 
principle  of  origin  of  profit?— That  is  just  what  I 
want  to  work  up  to.  There  are  two  bodies  of  people. 
There  is  the  manufacturer  who  manufactures  the 
goods,  and  there  is  the  firm  in  Melbourne  who  sells 
them.  The  firm  out  in  Melbourne  have  a representa- 
tive here,  which  brings  them  under  the  influence  of 
the  taxation  laws.  This  representative  buys  the  goods 
from  the  manufacturer.  AVe  will  presume  the  manu- 
facturer makes  a profit  out  of  that  sale.  Thin 
Government  gets  its  Income  Tax  on  that  profit.  The 
representative  who  buys  these  goods  puts  them  on 
board  a ship  and  they  are  sent  out  to  Melbourne, 
where  they  have  to  be  subject  to  all  the  vicissitudes 
of  trade,  but  we  will  hope  that  eventually  a proiif 
is  made  out  there,  and  the  selling  firm  takes  that 
profit  which  is  taxed  in  Australia.  I think  that  is  a 
very  fair  and  practical  distribution  of  Income  Tax. 

961.  But  do  you  not  see  that  the  question  of  testing 
the  origin  of  the  thing  itself,  where  the  income  is 
made,  is  quite  different  in  the  case  of  English  goods 
sold  in  Melbourne,  and  in  the  case  of  wool  raised  on 
Australian  ranches?— I do  not  see  the  distinction.  T 
see  that  a certain  profit  is  made  up  to  a certain 
point. 

962.  I will  ask  you  this  further  question.  Can  you 
consider  this  question  of  Income  Tax  apart  from  other 
sources  of  Colonial  taxation;  for  instance,  import 
duties  on  English  goods.  I will  not  go  into  the  ques- 
tion as  to  how  far  an  import  duty  is  a tax  on  the 
buyer  or  on  the  exporter,  but  can  you  consider  this 
question  apart  from  that?— I think' that  one  has  to 
It  may  not  lead  to  a perfect  result;  but  there  .-,re 
very  few  perfect  results  in  this  world. 

963.  Do  you  think  they  are  interconnected  ?— No. 

964.  Do  you  not  think  that  an  import  duty  on 
British  goods  is  to  some  extent  a penalty  or  tax  on 
the  English  producer?— I am  afraid  it  is,'  but  I hope 
this  problem  can  be  settled  without  reference  to  the 
policy  of  each  part  of  the  Empire  to  build  up  its  in- 
dustries— import  duties  not  put  on  for  revenue 
purposes  should,  I think,  be  left  out  of  the  question. 

Chairman:  Thank  you,  Sir  Frederick. 
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Mr.  William  Schooling,  C.B.E.,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidenoe-in-chief : — 

1.  The  assessment  of  Income  Tax  and  Super-tax. 

965.  The  two  subjects  in  regard  to  which  sugges- 
tions are  submitted  to  the  Commission  are  (1)  the 
assessment  of  Income  Tax  and  Super-tax,  and  (2)  the 
Income  Tax  regulations  in  relation  to  Life  Assurance. 

966.  The  proposals  for  the  assessment  of  tax  are : — 
That  there  should  be  a standard  basis  of  assess- 
ment that  would  not  vary  with  changes  in  the  rate 
of  tax. 

That  the  requisite  adjustments  should  be  made  by 
deriving  a “taxable  income”  from  the  “net  in- 
come.” 

That  there  should  be  one  rate  of  tax  for  all  in- 
comes and  no  Super-tax. 

That  there  should  be  no  sudden  large  increases  or 
“ jumps.” 

967.  Manifestly  it  makes  no  difference  in  the  amount 
of  taxation  if  the  income  is  increased  by  a given  pro- 
portion, and  the  rate  of  tax  decreased  by  the  same 
proportion ; nor  if  the  inoome  is  decreased  and  the 
rate  of  tax  increased  proportion  aitely.  The  amount  of 
6s.  in  the  £ on  £500  is  the  same  as  3s.  in  the  £ on 
£1,000,  and  the  amount  of  9s.  in  the  £ on  £1,000  is 
the  same  as  6s.  in  the  £ on  £1,500. 

968.  It  follows  that  if  the  adjustments  for  incomes 
of  varying  amounts  are  made  on  the  basis  of  a 
“ taxable  income  ” — which  basis  can  be  permanent — 
one  rate  of  tax,  such  as  6s.  in  the  £,  can  be  applied 
to  all  incomes  and  can  be  changed  from  year  to  year 
as  necessity  requires  without  altering  the  standard 
basis  of  assessment. 

969.  The  substance  of  my  suggestions  is  that  the 
system  at  present  employed  for  Super-tax  should  be 
applied  to  all  incomes  to  produce  a “ taxable  income. 
Of  course  the  Super-tax  method  can  be  applied  to  the 
rate  of  tax  on  all  incomes,  but  I think  it  will  be 
seen  that  this  is  not  nearly  so  convenient  as  the  plan 
of  applying  it  to  a “taxable  income.” 

970.  The  following  proposals  show  the  application 
of  the  Super-tax  method  to  all  incomes  on  the  basis 
of  the  “ taxable  income  ” and  on  the  basis  of  the  rate 
of  tax. 

971.  The  figures  here  employed  give  a rough 
approximation  to  the  taxation  for  1918-19.  I would 
especially  emphasize  the  fact  that  they  are  merely 
given  for  the  purpose  of  illustrating  the  method  and 
not  as  representing  the  fairest  or  most  suitable  details. 
The  selection  of  the  changing  points  and  of  the  pro- 
portions depends  upon  many  considerations,  such  as 
possible  new  conditions  in  regard  to  allowances,  or  the 
relative  taxation  on  earned  and  unearned  incomes, 
and  upon  whether  the  “ taxable  income  ” or  the  tax  is 
adopted  as  the  basis. 

972.  Table  1.  “ First  and  Next  ” method. 


A.  Applied  to  taxable  income. 

B.  Applied  to  tax. 


Net  actual  income. 

Taxable  income. 
A. 

Tax. 

B. 

Nature. 

Amount. 

Total. 

For 

each  £1. 

Total. 

For 

each  £1. 

(1) 

(2) 

(3) 

(4) 

© 

Earned  : 

£ 

£ 

£ 

£ 

£ 

100 

0 

— 

— 

„ next 

300 

120 

400 

120 

_ 

36 

— 

„ next 

GOO 

480 

•8 

1,000 

600 

_ 

180 

— 

„ next 

1,000 

1,000 

1-0 

2,000 

1,600 

_ 

480 

— 

„ next 

1,000 

1,600 

1-6 

The  first 

3,000 

3,200 

~ 

960 

— 

Net  actual  income. 

Taxable  income. 
A. 

Tax. 

B. 

Nature. 

Amount. 

Total. 

For 

each  £1. 

Total. 

For 

each  £1. 

Unearned : * 
The  fii'ot 

„ next 

T 

2,000 

1,000 

(2) 

£ 

2,000 

1,200 

(3) 

£ 

1-2 

(2 

600 

360 

(5) 

£ 

•36 

The  first 

3,000 

3,200 

- 

960 

All: 

3,000 

3,200 

— 

— 

„ next 

1,000 

1,400 

1-4 

4,000 

4,600 

_ 

1,380 

— 

„ next 

2,000 

3,000 

1-5 

•45 

6,000 

7,600 

_ 

2,280 

— 

„ next 

2,000 

3,200 

1-6 

8,000 

10,800 

_ 

3,240 

— 

„ next 

2,000 

3,600 

1-8 

•54 

10,000 

14,400 

_ 

4,320 

— 

„ excess 

2-0 

» For  unearned  incomes  up  to  £2,000,  add  one  fourth  to  the 
rates  for  earned  incomes.  The  rate  of  taxis  6s.=£’3  in  the  £. 


973.  The  method  is  so  simple  that  it  may  be  erring 
in  the  direction  of  lucidity  to  give  examples;  but  this 
is  not  a bad  mistake  to  make.  The  first  thing  is  to 
find  the  net  actual  income. 


Earned 

Unearned... 

i „ - 

Total 

Allowances 

420 

420 

40 

420 

105 

525 

40 

260 

160 

40 

460 

40 

A.  Net  actual 
The  first  ... 

„ next  ... 
Taxable  in- 
come 

380 

100  = o 

280  X '4=112 

485 

400  =120 

85  X -8=  68 

420 

400  =120 

20  X -8=  16 

112 

188 

136 

Tax  at  6s.... 

33-6 

56-4 

40-8 

380 

485 

420 

100  = o 

400  = 36 

„ next 

280X'12=33-G 

85  X -2=  17 
X-04=  3-4 

Tax 

33-6 

5G-4 

40-8 

974.  It  is  suggested  that  allowances  should  he  de- 
ducted from  the  actual  income  to  give  the  net  income 
upon  which  the  taxation  is  hosed.  At  present  an 
income  of  £720,  with  allowances  of  £40,  giving  a net 
income  of  £680,  is  not  allowed  the  abatement  of  £/U 
on  incomes  between  £600  and  £700.  In  consequence 
of  the  absence  of  sudden  changes  in  the  rate  of  taxa- 
tion any  such  procedure  as  is  now  adopted  appears  to 
be  unnecessary.  Moreover,  it  may  be  urged  that  the 
purpose  of  allowances  is  to  determine  the  “ taxable 
ability  ” of,  e.g.,  a man  with  dependants  as  compared 
with  a man  without. 

975.  There  is  perhaps  little  justification  for  continu- 
ing the  distinction  between  earned  and  unearned  in- 
comes, but  if  it  is  to  be  maintained  it  would  seem 
advisable,  and  would  be  convenient,  that  up  to  a 
certain  amount  there  should  be  a fixed  proportion  in 
the  rate  of  taxation  between  the  two  classes.  In  the 
above  proposals  it  is  assumed  that  up  to  £2,000  the 
rate  of  taxation  on  unearned  incomes  is  greaterby 
one-fourth  than  the  rate  on  earned  incomes,  this 
addition  of  one-fourth  should  be  made  before  the 
allowances  are  deducted,  as  shown  in  the  above 
examples. 

976.  Between  selected  limits  the  distinction  between 
earned  and  unearned  incomes  musit  be  eliminated. 
In  the  illustration  here  given  this  elimination  takes 
place  between  £2,000  and  £3,000.  The  case  of  incomes 
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between  these  limits  which  are  partly  earned  and 
partly  unearned  needs  to  be  dealt  with.  Clearly  the 
rate  of  taxation  on  the  earned  portion  should  be  that 
which  would  apply  to  an  earned  income  of  the  whole 
amount,  and  similarly  with  the  unearned.  Thus  if  a 
total  income  is  £2,500,  of  which  £2,000  is  earned  and 
£500  is  unearned,  the  required  “taxable  income”  is 
four-fifths  of  £2,500  treated  as  earned,  and  one-fifth 
of  £2,500  treated  as  unearned. 

4/5ths  of  £2,500  earned  = 2,400  x -8  = 1,920 
l/5th  of  £2,500  unearned  = 2,600  x -2  = 520 

Required  “ taxable  income  ” £2,440 


977.  The  difference  between  the  “taxable  income” 
corresponding  with  an  unearned  and  an  earned  income 
of  £2,500  is  (2,600  - 2,400  =)  £200.  The  difference 
for  each  £1  of  income  is  200  4-  2,500  = -08.  We  can 
therefore,  treat  the  whole  income  as  earned  and  add 
•08  times  the  unearned  portion,  or  we  can  treat  the 
whole  income  as  unearned  and  deduct  -08  times  the 
earned  portion.  The  “ taxable  income  ” for— 

2,500  earned  = 2 400 

plus  500  x -08  = 40 

Total  £2,440 


2,500  unearned  = 2 600 

minus  2,000  x -08  = 160 

Total  £2,440 


978.  The  proportion  for  ithe  unearned  and  earned 
amounts  is  continually  changing.  It  can  be  shown 
that  (if  T = the  total  income)  for  each  £1  of  the 
total  income — 

(1)  The  taxable  income  is  £1,200/T  — -4. 

(2)  » „ „ 288/-001T  — 96  pence. 

(3)  The  tax  is  £360/T  — -12. 

(4)  » ,,  864/-01T- 28-8  pence. 

If  T = 2,500  we  have 

(1)  1,200/2,500  — -4  = -48  — -4  = £ -08. 

(2)  288/2-5  — 96  = 115-2  - 96  = 19-2d.  = Is.  7'2d. 

(3)  360/2,500  - -12  = -144  - -12  = £ -024. 

(4)  864/25  — 28-8  = 34-56  — 28‘8  = 5'76d. 

979.  It  is  not,  however,  a wholly  convenient 
arrangement  to  invite  people  to  divide  1,200  by  the 
total  income,  so  it  is  advisable  to  do  the  division  once 
for  all  and  give  the  results  in  such  a table  as  the 
following : — 

Table  2. — Incomes,  partly  earned  and  partly  un- 
earned, from  £2,000  to  £3,000. 


Taxable  income  for  each  £1  of  earned  or  unearned. 


Total 

Income. 

For  £1. 

Total 

Income. 

For  £1. 

Total 
f Income. 

For  £1. 

£ 

£ 

£ 

£ 

to 

•20 

2,243 

to 

•13 

2,581 

to 

•19 

2,286 

to 

•12 

2,637 

to 

•18 

2,330 

to 

•11 

2,697 

•04 

to 

•17 

2,376 

to 

2,769 

to 

•16 

2,424 

to 

2,824 

to 

•16 

2,474 

to 

•08 

2,892 

•14 

2,526 

to 

•07 

2,963 

•00 

•13 

2,581 

•06 

3,038 

Tax  for  each  £1  of  earned  or  unearned. 


Total 

Income. 

For  £1. 

Total 

Income. 

For  £1. 

Total 

Income. 

For  £1. 

£ 

£ 

£ 

£ 

to 

•060 

2,215 

to 

•040 

2,626 

to 

•055 

2,286 

to 

2,618 

2,087 

to 

•050 

2,361 

to 

•030 

2,717 

to 

•045 

2,441 

to 

•025 

2,824 

•040 

2,526 

•020 

2,939 

to 

3,064 

•ooo 

980.  In  the  above  table  the  total  income  stated 
corresponds  with  amounts  half  way  between  the 
amounts  for  each  £1  on  the  lines  above  and  below  the 
amount  of  the  total  income.  Thus  for  an  income  of 
£2,017  the  proportion  for  each  £1  is  £-195.  If  it  is 
considered  accurate  enough  to  take  either  -20  or  -19 
it  is  immaterial  which  is  taken  for  an  income  of 
£2,017.  If  it  were  thought  necessary,  a more  ex- 
tended table  could  be  supplied,  giving  more  precise 
results.  In  this  case,  as  in  regard  to  all  the  other 
tables  and  figures  here  quoted,  £ s.  d.  can  be  em- 
ployed instead  of  decimals  of  £1  if  thought  to  be 
more  convenient. 

981.  If  the  distinction  between  earned  and  unearned 
incomes  is  abolished,  this  elimination  of  the  difference 
between  the  nates  of  taxation  of  the  two  classes  of 
income  does  not  arise ; but  if  the  distinction  between 
earned  and  unearned  is  retained  up  to  a'  certain 
amount  and  has  subsequently  to  be  eliminated,  and 
eliminated  without  any  “ jumps  ” or  difficulties  in 
calculation,  there  is  a strong  additional  argument  in 
favour  of  a statutory  “ taxable  income  ” deduced  from 
the  actual  inoome. 

982.  Stated  generally  I believe  the  best  available 
plan  would  be  to  provide  a statutory  inoome  which 
should  be 

a for  each  £1  of  the  first  £ A 
& ,,  ,,  next  B 

c » „ „ C 

and  so  on.  The  numbers  to  be  assigned  to  a,  b,  c,  can 
be  selected  to  suit  any  desired  requirements.  In  the 
above  proposals 

a = 0 A = 100 
b = -4  B = 300 
c = -8  C = 600 

983.  I should  like  again  to  lay  stress  upon  the  fact 
that  no  importance  is  to  be  attributed  to  the  parti- 
cular values  here  assigned  to  a,  b,  c,  or  to  A,  B,  C 
since  my  concern  is  to  suggest  a method.  The  numeri- 
cal values  can  be  readily  adjusted  to  whatever  con- 
ditions are  thought  desirable. 

984  It  may  be  interesting  to  point  out  that  the 
calculation  of  the  amount  of  taxation  on  the  principle 
here  suggested  can  be  made  in  a different  way,  which 
might  sometimes  be  more  convenient.  A specified 
amount  can  be  deducted  from  the  actual  income,  and 
the  remainder  multiplied  by  a given  number.  Results 
identical  with  those  tabulated  above  would  be  obtained 
by  the  methods  stated  below. 


985.  Table  3. — Deduction  and  proportion. 

A.  — Applied  to  taxable  income. 

B.  — Applied  to  tax. 


Net  Actual  Income. 

Deduct. 

For  eaoli  £1, 

Nature. 

Amount. 

A.  Taxable 
Income. 

13.  Tax. 

Earned 

£ 

100 

(1) 

£ 

- 400 

(2) 

£ 

100 

(3) 

£ 

(£4’ 

„ ... 

400 

- 1,000 

250 

„ 

1,000 

- 2,000 

400 

1-0 

„ 

2,000 

— 3,000 

1,000 

1-6 

•48 

Unearned  ... 

2,000 

- 3,000 

333-3 

1-2 

•36 

All 

3,000 

- 4,000 

714-3 

1*4 

„ 

4,000 

- 6,000 

933-3 

n 

- 8,000 

1,250 

1*6 

„ 

—10,000 

2,000 

„ 

Over  10,000 

2,800 

2-0 

•60 
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Exam-pie. 

A. — Net  actual  income  873 
Deduct  250 


Balance  ...  623x-8  ...  498-4 

Tax,  6s.  in  £ 149-52 

B. — Net  actual  income  873 
Deduct  250 

623 x -20  ...  124-6 

•04  ...  24-92 

Tax  149-52 


986.  There  appear  to  be  great  advantages  in  having 
a standard  basis  of  assessment  that  would  not  vary 
with  changes  in  the  rate  of  tax,  and  in  having  one 
rate  of  tax  for  all  incomes  with  no  Super-tax.  It 
will  be  generally  agreed  that  there  should  be  no 
sudden  great  changes  in  the  rate  of  taxation.  I think 
I have  shown  that  these  desirable  results  can  be 
obtained  by  applying  to  all  incomes  the  method 
adopted  in  connection  with  Super-tax,  using  it  to 
produce  a “ taxable  income,”  subject  to  only  one  rate 
of  tax. 

987.  A diagram  of  the  proposals  here  made  and  of 
the  taxation  for  1918-19  on  incomes  up  to  £3,000  has 
been  handed  in.  [See  App.  No.  6.] 

2.  Income  Tax  and  Life  Assurance. 

988.  The  existing  (1918-19)  Income  Tax  law  in 
connection  with  Life  Assurance  penalizes  the  poor, 
for  whom,  speaking  generally,  Life  Assurance  is  most 
necessary,  and  subsidizes  the  rich  to  whom  it  is, 
generally,  less  essential. 

989.  TTie  poor  man  is  penalized  because,  while  the 
State  makes  little,  or  no,  contribution  to  the  cost  of 
his  policy,  the  interest  on  his  investment  in  Lite 


Assurance  is  taxed  at  a higher  rate  than  that  to 
which  he  personally  is  liable. 

990.  The  rich  man  is  subsidized  because  the  State 
pays  up  to  30  per  cent,  of  the  premiums  on  his  policy, 
and  the  interest  on  his  investment  in  Life  Assurance 
is  taxed  at  a lower  rate  than  that  for  which  he 
personally  is  liable. 

991.  It  will  be  remembered  that  the  contribution 
by  the  State  is  up  to  6s.  in  the  £ on  premiums  for 
Life  Assurance  that  was  effected  not  later  than  the 
22nd  June,  1916,  and  up  to  3s.  in  the  £ on  premiums 
for  policies  taken  out  since  that  date.  It  is  also  pro- 
vided that  Life  Assurance  companies  may  deduct 
expenses  and  commission  from  the  interest  on  which 
they  pay  tax.  This  reduces  the  “ taxable  income,” 
and  consequently  the  rate  of  tax,  by  about  one-third 
and,  for  1918-19,  makes  the  tax  on  the  interest  earned 
about  4s.  in  the  £. 

992.  Some  concrete  examples  will  best  illustrate  the 

extent  of  the  penalty  and  subsidy.  For  this  purpose 
I take  two  policies  effected  at  age  35.  They  are  on 
the  non-profit  plan  and  at  rates  of  premium  within 
the  limits  charged  by  assurance  companies.  I 
assume  that  the  gross  rate  of  interest  is  5 per  cent.; 
that  tax  is  paid  by  the  Life  Office  at  4s.  in  the  £, 
making  the  net  rate  4 per  cent. ; that  the  commission 
and  expenses  are  15  per  cent,  of  the  premiums  and 
that  deaths  occur  in  accordance  with  the  British 
Offices  Table  of  Mortality.  _ . _ . 

993  The  first  is  a Whole  Life  Policy  effected  at 
a^e  35  at  a premium  of  £22-22  per  £1000  assured, 
which  for  a premium  of  £100  a year  gives  assurance 
for  £4  500.  The  second  is  20  year  Endowment  Assur- 
ance for  £1,000  at  a premium  of  £44-73,  which  assures 
£2,236  for  £100  a year.  It  is  convenient  to  take  the 
policies  at  annual  premiums  of  £100. 

994.  The  following  Table  shows  the  account  for  each 
policy  for  10  year  periods.  The  Whole  Life  Policy  is 
in  effect  Endowment  Assurance  maturing  at  the  end 
of  68  years  or  at  death  if  previous. 


TABLE  1. 

Whole  Life  Assurance,  without  profits.  Age  35.  Annual  premium  £100.  Sum  assured  £4,500. 


Policy  in  force  for  years 


Items. 

1-10. 

11-20. 

21-30. 

31-40. 

41-50. 

51-60. 

61-68. 

Total 

1-68. 

Premiums 

Interest  5 per  cent.  ... 

£ 

1,000 

176 

£ 

1,000 

513 

£ 

1,000 

906 

£ 

1,000 

1,312 

£ 

1,000 

1,666 

£ 

1,000 

1,923 

£ 

800 

1,661 

£ 

6,800 

8,157 

Total  

1,176 

1,513 

1,906 

2,312 

2,666 

2,923 

2,461 

14,957 

Expenses  15  per  cent.... 

Tax  4s.  in  £ 

For  Protection 
Saved  

150 

35 

376 

615 

150 

103 

514 

746 

150 

181 

755 

820 

150 

262 

1,125 

775 

150 

333 

1,572 

611 

150 

385 

1,997 

391 

120 

332 

1,467 

542 

1,020 

1,631 

7,806 

4,500 

Total  

1,176 

1,513 

1,906 

2,312 

2,666 

2,923 

2,461 

14,957 

Endowment  Assurance,  without  profits. 
Twenty  years.  Age  86.  Annual  premium  £ 100. 
Sum  assured  £2,236. 


996.  The  loss  or  gain  from  Income  Tax  law  arises 
in  the  following  way:  — 


Policy  in  force  for  years 

Policyholder  liable 
for  Tax  at 

_ 

Tax  on 
Interest. 

Remission  of 
Tax  on 
Premiums. 

Items, 

1-10. 

11-20. 

Total 

1-20. 

All  Policies— 
0s.  in  £ 

loss 

4s.  in  £ 

nil 

Premiums  

Interest  5 per  cent. 

£ 

1,000 

224 

£ 

1,000 

756 

£ 

2,000 

980 

2s.  „ 

New  Policies — 
4s.  in  £ 

gain 

0s.  in  £ 
2s.  „ 

3s.  in  £ 

Total  

1,224 

1,756 

2,980 

I?'  ” 

”> 

4s.  „ 

6s.  „ 

3s!  ” 

Expenses  15  per  cent.  ... 

Tax  4s.  in  £ 

For  Protection 

Saved  

150 

45 

158 

871 

150 

151 
90 

1,865 

300 

196 

248 

2,236 

Old  Policies— 
4s.  in  £ 
6s.  „ 

gain 

0s.  in  £ 
2s.  „ 

4s.  „ 

4s.  in  £ 
6s.  „ 

6s.  „ 

Total  

1,224 

1,756 

2,980 

10s.  „ 

” 

6s.  „ 

27880 
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997.  This  statement  shows  the  general  character  of 
the  inequalities  for  people  with  different  incomes. 
The  figures  can  be  easily  found  from  Table  1,  where 
the  amount  of  the  tax  at  4s.  in  the  £ is  given 
From  this  the  amount  at  any  other  rate  is  readily 

998. 


seen.  The  premiums  in  Table  1 are  £1,000  for  each 
ten  years  period,  and  £800  for  years  61  to  68,  to 
which  latter  period  no  attention  need  be  paid.  Hence 
the  amount  of  the  tax  remitted,  at  any  rate,  is  at 
once  found. 


TABLE  2. 


Whole  Life  Policy,  as  in  Table  1. 


Policies. 

Tax 

Payable. 

Loss  or  Gain. 

Policy  in  force  for  years 

1-10. 

11-20. 

21-30. 

31-40. 

41-50. 

51-60. 

61-68. 

Total 

1-68. 

s.  in  £. 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

All  

0 

Loss 

35 

103 

181 

262 

333 

385 

332 

1,631 

2 

Gain 

82 

49 

9 

— 

— 

— 

— 

— 

New  ... 

2 

Loss 

— 

— 

— 

31 

67 

92 

.86 

136 

4 

Gain 

150 

150 

150 

150 

150 

150 

120 

1,020 

6 

168 

201 

241 

281 

317 

342 

286 

1,836 

8 

185 

253 

331 

412 

483 

535 

452 

2,651 

10 

203 

304 

422 

544 

650 

727 

620 

3,470 

Old  

4 

200 

200 

200 

too 

200 

200 

160 

1,360 

6 

318 

351 

391 

431 

467 

492 

406 

2,856 

8 

335 

403 

481 

562 

633 

685 

572 

3,671 

10 

” 

353 

454 

572 

694 

800 

877 

740 

4,490 

Endowment  Assurance  as  in  Table  1. 


999.  If  we  take  the  two  extreme  cases  of  one  policy 
holder  being  liable  for  Income  and  Super-tax  at  10s.  in 
the  £,  and  another  not  being  liable  to  any  Tax,  we 
see  that  for  the  last  ten  years  of  a 20  year  Endowment 
Assurance,  efFected  recently,  the  rich  policyholder 
obtains  £150  for  remission  of  Income  Tax,  and  £227 
saved  in  Income  Tax  on  the  interest,  a total 
gain  of  £377.  The  poor  man,  on  the  other  hand,  pays 
£151  Tax  on  interest,  when  he  ought  to  be  exempt, 
and  receives  no  contribution  from  the  State  towards 
the  cost  of  his  assurance.  The  rich  man  saves  Income 
Tax  amounting  to  £38  out  of  each  £100  paid  in 
premiums ; the  poor  man  loses  15  per  cent,  of  the 
premiums  paid;  the  difference  is  53  per  cent,  of  the 
premiums  or  £528  out  of  £1,000  paid  in  premiums 
in  the  10  years. 

1000.  If  the  policies  Avere  effected  prior  to  June, 
1916,  the  remission  of  Income  Tax  to  the  rich  policy 
holder  is  6s.  in  the  £ of  premiums,  instead  of  3s., 
making  the  total  gain  £527  or  53  per  cent,  of  the 
premiums  paid,  compared  with  the  poor  man’s  loss 
of  15  per  cent.  There  is  a difference  of  68  per  cent, 
of  the  premiums  that  is  entirely  due  to  Income  Tax 
regulations. 

1001.  The  comparison  between  Income  Tax  at  6s. 
and  at  0s.  in  the  £ gives  an  extreme  case  so  far  as 
tax  is  concerned,  but  if  some  other  kinds  of  policies 
were  used  in  illustration  the  contrast  would  be 
greater  still. 

1002.  The  matter  may  be  looked  at  in  another  Avay, 
whereby,  incorrectly,  the  cost  of  insurance  protection 
is  ignored.  Under  15  years  EndoAvment  Assurance, 


with  profits,  effected  at  age  45,  the  premiums  paid  by 
the  poor  man  accumulate  to  the  sum  assured  by  the 
end  of  15  years  at  per  cent,  per  annum.  The 
payments  by  the  rich  man  after  deducting  tax  at  3s. 
in  the  £ of  the  premiums  give  a net  return  at  the 
rate  of  3£  per  cent.  To  earn  3g  per  oent.  net  an 
investor,  liable  to  tax  at  10s.  in  the  £,  Avould  have 
to  earn  a gross  rate  of  6^  per  cent.  If  the  wealthy 
policyholder  is  receiving  remission  of  tax  at  6s.  in 
the  £,  the  net  yield  is  5§  per  cent.,  which  for  him  is 
equivalent  to  10£  per  cent,  gross,  in  addition  to 
which  he  obtains  insurance  protection  for  nothing. 

1003.  Such  contrasts  as  these,  and  the  smaller 
contrasts  sheAvn  in  Table  2,  suggest  'that  the  whole 
system  is  less  equitable  and  satisfactory  than  could 
be  desired.  It  is  true  that  many  Life  Offices  charge 
the  same  rate  of  premium  and  give  the  same  rate  of 
bonus  on  large  policies  as  on  small.  As  the  rate  of 
expenditure  is  greater  on  small  policies  than  on 
large,  there  is  some  gain  to  the  poor  man  from  this 
source,  but  it  does  not  to  any  appreciable  extent 
compensate  for  the  inequality. 

1004.  I recognize  that  it  is  not  possible  to  eliminate 
all  anomalies  and  inequalities  by  any  Income  Tax 
arrangements  that-  can  be  devised.  It  may  also  be 
that,  so  far  as  the  Government  is  concerned,  the 
amount  involved  in  making  these  concessions  to  the 
Avealthy  is  not  very  great. 

1005.  At  the  same  time,  the  system  is  undoubtedly 
unfair;  it  tends  bo  make  Life  Assurance  unattractive, 
and  less  beneficial  than  it  might  be  for  those  who 
generally  need  it  most ; and  it  offers  to  the  rich  a 
legal  method  of  evading  Income  Tax.  This  is  not 
satisfactory  from  a public  point  of  vieAV,  and  it  is  an 
unworthy  system  upon  Avhich  to  base  arguments  in 
favour  of  so  great  an  institution  as  Life  Assurance. 
Yet  it  is  a familiar  fact  that  the  saving  of  Income 
Tax  is  put  forward  to  a very  large  extent  by  Life 
Offices  and  their  agents  as  an  inducement  to  assure. 

1006.  For  the  State  to  contribute  toAvards  the  cost 
of  Life  Assurance  by  the  remission  of  Income  Tax 
Avas  a convenient  arrangement  while  the  tax  was 
low,  but  with  the  high  rates  likely  to  prevail  for  many 
years  to  come  the  method  is  inappropriate.  The 
State  contribution  Avoid d more  suitably  be  given  to 
all  policyholders  at  the  same  rate,  irrespective  of  the 
rate  of  tax  to  which  they  are  liable.  It  could,  as  a 
matter  of  procedure,  be  deducted  when  Income  Tax 
is  being  paid,  and  in  the  case  of  the  Life  Assurance 
alloAvance  exceeding  the  amount  of  Income  Tax  pay- 
able, the  balance  could  be  recovered  from  the  Inland 
Revenue. 
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1007.  A possible  alternative  is  that  Life  Offices 
should  be  authorized  to  deduct  the  allowance  at  a 
uniform  rate  from  the  premiums  payable  to  Life 
Offices.  This,  however,  would  make  it  difficult,  if  not 
impossible,  to  determine  whether  or  not  any  individual 
was  receiving  a contribution  from  the  State  in  regard 
to  the  investment  in  Life  Assurance  of  more  than 
one-sixth  of  his  income.  Also,  such  a system  might 
be  thought  to  require  some  Government  inspection  of 
the  accounts  of  Life  Offices,  which  is  not  a desirable 
arrangement. 

1008.  The  figures  given  above  suggest  that  there  is 
no  justification  for  continuing  the  remission  of  Income 
Tax  on  premiums  at  a higher  rate  to  old  policies  than 
to  those  recently  effected,  unless,  which  so  far  as  I 
am  aware  is  not  the  case,  the  State  is  committed  to 
the  continuance  of  the  concession.  A contribution 
which  may  reach  30  per  cent,  of  the  premiums  paid 
is  excessive. 

1009.  Even  under  the  present  arrangement  whereby 
Life  Offices  deduct  expenses  from  the  income  liable  to 
tax,  it  is  probable  that  in  many  companies  the 
amount  paid  for  tax  is  greater  than  it  would  be  if 
the  individual  policyholders  were  taxed  at  the  rates 
to  which  they  are  personally  liable.  Thus,  merely  on 
financial  grounds,  the  State  can  afford  to,  and  in 
fairness  should,  make  some  contribution  to  the  cost 
of  Life  Assurances. 

1010.  By  promoting  the  extension  of  Life  Assurance 
the  State  gains  in  other  ways ; capital  is  accumulated 
to  a greater  extent  than  would  otherwise  be  the  case ; 
it  yields  interest  upon  which  Income  Tax  is  paid,  and 
contributes  to  Death  Duties.  On  larger  grounds,  it 
distinctly  promotes  the  well-being  of  the  individual 
and  of  the  community;  although  it  may  be  a dan- 
gerous line  of  argument  to  contend  that,  if  it  is  good 
for  individuals  to  have  certain  desirable  things,  it  is 
proper  for  the  State  to  contribute  to  the  cost  of  them. 
It  is,  however,  one  thing  to  institute  new  concessions, 
and  another  thing  to  maintain  old  ones,  and  it  seems 
to  me  that  precedent,  financial  considerations,  and  the 
public  good,  abundantly  justify,  and  even  require,  the 
continuance  on  an  equitable  basis  of  a contribution  by 
the  State  to  the  cost  of  Life  Assurance  to  all  policy 
holders. 

1011.  As  has  been  shown,  the  State  may  contribute 
in  two  ways;  one  by  remission  of  tax  on  premiums, 
the  other  by  allowing  a wealthy  individual  to  pay  a 
lower  rate  of  tax  on  the  interest  upon  his  investment 
than  he  personally  is  liable  to. 

1012.  The  first  inequality  oould  perhaps  be  elimi- 
nated by  allowing  policyholders  to  deduct  from  their 
Income  Tax  a fixed  proportion,  say  15  per  cent,  of  the 
premiums  paid  for  Life  Assurance,  subject  to  the 
present  limitations  of  one-sixth  of  the  income,  and  of 
the  premium  not  being  more  than  seven  per  cent,  of 
the  sum  assured. 

1013.  The  other  inequality  is  less  easily  dealt  with. 
There  is  no  simple  connection  between  the  amount  of 
interest  earned  and  the  premiums  paid,  so  that  re- 
mission of  tax  on  premiums  and  the  tax  on  interest 
earned  cannot  easily  be  brought  into  relation. 

1014.  It  will  be  seen  from  Table  1 that,  when  a 
whole  life  policy  has  been  in  force  for  some  years 
the  interest  earned  exceeds  the  premiums  paid.  In 
such  a case  the  saving  of  tax,  at  perhaps  6s.  in  the 
£,  on  interest,  together  with  the  remission  of  tax  at 
3s.  to  6s.  in  the  £ of  premiums,  makes  the  allowance 
to  wealthy  policyholders  extremely  large. 

1015.  So  long  as  Life  Offices  are  allowed  to  deduct 
the  expenses  from  the  income  upon  which  they  pay 
tax — an  arrangement  which  in  all  fairness  ought  to 
be  continued,  with  perhaps  an  increase  in  the  allow- 
ance— substantial  justice  might  perhaps  be  done  by 
allowing  nearly  every  policyholder  to  deduct  15  per 
cent,  of  the  premiums  paid1  for  Life  Assurance  from 
the  tax  he  would  otherwise  pay.  The  exceptions 
might  be  that  the  deduction  should  not  be  allowed  to 
those  policyholders  liable  for  Super-tax  under  exist- 
ing arrangements,  or  liable  for  a tax  in  excess  of  the 
standard  rate  calculated  on  actual  income,  if  Super- 
tax is  discontinued.  Even  under  whole  life  non- 
participating assurance  the  gain  of  2s.  in  the  £ or 
more  on  the  interest  earned'  by  the  investment  would 
constitute  a substantial  contribution  by  the  State  to 
the  cost  of  Life  Assurance. 


1016.  It  may  be  supposed  that,  if  the  concessions  to 
the  rich  were  reduced,  the  penalties  on  the  poor  could 
be  removed  and  some  concessions,  or  larger  conces- 
sions than  at  present,  be  given.  From  the  point  of 
view  both  of  equitable  treatment  and  of  the  greatei 
need  of  the  poor  for  Life  Assurance,  some  such  re- 
adjustment of  the  existing  conditions  seems  greatly 
to  be  desired. 

[This  concludes  the  evidence-in-chief.'] 

1017.  Chairman:  You  have  very  kindly  drawn  up 
two  statements,  and  I remember  you  have  puzzled  me 
with  some  of  your  marvellous  tables  for  the  last  25 
years ; I do  not  know  what  you  are  going  to  do  this 
afternoon.  You  have  very  kindly  arranged  that  you 
will  make  your  main  points  in  a statement  from  the 
witness  chair,  and  your  examination  will  come  on 
afterwards.  Will  you  make  your  statement  before 
the  Commission  with  regard  to  this  matter? — There 
are  two  parts  dealing  with  quite  separate  subjects; 
do  you  think  it  would  be  convenient  to  take  the 
assessment  of  Income  Tax  first  and  Life  Assurance 
afterwards,  or  the  two  together? 

1018.  Whichever  you  think  would  place  it  before 
the  Commission  in  the  better  way. — Of  course,  I am 
in  your  hands,  but  I suggest  that  taking  them 
separately  would  be  better. 

1019.  Very  well. — The  first  point  deals  with  the 
assessment  of  Income  Tax,  and  my  aim  is  to  have  a 
standard  basis  of  assessment  that  would  not  vary  with 
changes  in  the  rate  of  tax,  and  naturally  to  arrange 
that  there  shall  be  no  sudden  large  increases  or  jumps 
in  the  amount  of  taxation  such  as  we  have  at  the 
present  time.  It  seems  to  me  that  this  permanent 
basis  would  be  best  accomplished  by  having  what 
might  be  called  a “statutory  taxable  income”  which 
would  be  liable  to  one  rate  of  tax,  let  us  say,  6s.  in 
the  pound,  upon  all  incomes  from  the  smallest  up  to 
the  largest.  That  involves  doing  away  with  Super- 
tax as  a separate  tax,  which  Mr.  Bonar  Law  sug. 
gested  might  be  done.  Clearly,  it  makes  no  difference 
whether  a man  pays,  for  example,  6s.  in  the  pound  on 
£500,  or  3s.  in  the  pound  on  £1,000.  It  is  perhaps 
suggested  that  if  a man  with  an  income  of  £2,000  is 
taxed  on  £2,400  he  would  say:  “I  have  not  so  large 
an  income,  and  I ought  not  to  be  taxed  upon  it.”  It 
is  a psychological  point.  On  the  other  hand,  it  may 
be  that  a man  with  a small  income,  taxed  at  6s.  in  the 
pound,  would  say:  “It  is  quite  inappropriate  that  I 
should  be  taxed  at  the  same  rate  as  the  millionaire,” 
thus  ignoring  the  fact  that  he  would  only  be  taxed 
upon  a “ taxable  income  ” considerably  smaller  than 
his  actual  income ; but  I think  people  would  soon  get 
used  to  that,  and  one  rate  of  tax  for  all  incomes, 
instead  of  the  numerous  rates  we  have  at  present, 
seems  to  present  a very  considerable  advantage. 
Moreover,  the  “ taxable  income  ” would  settle  per- 
manently, or  for  long  periods,  the  relative  amount  of 
taxation  to  be  borne  by  incomes  of  different  sizes,  and 
that  would  remain  stable,  instead  of  fluctuating  from 
year  to  year.  In  order  to  make  the  point  clear,  I 
have  made  some  suggestions  (to  the  details  of  which 
no  importance  at  all  is  to  be  attached,  but  which 
roughly  approximate  to  the  present  conditions).  In 
the  first  table  headed  “ First  and  Next  method”  I 
show  how  the  results  could  be  arrived  at  in  two  ways; 
either  by  applying  it  to  the  “ taxable  income  ” or  by 
applying  it  to  the  actual  tax.  Really  the  method 
which  I suggest  is  nothing  more  nor  less  than  the 
existing  Super-tax  method.  It  might,  for  instance, 
be  stated  that  the  first  £100  of  income  oould  be 
exempt,  that  the  tax  on  each  £1  of  the  next  £300 
should  be  £T2  in  the  pound;  that  is  looking  at  the 
B.  part  of  the  table — the  tax  part.  £T2  on  £300 
would  come  to  £36,  and  that  would  give  the  taxation 
on  the  first  £400  as  £36.  Then  you  would  say  on  the 
next  £600  the  tax  would  be  £-24  in  the  pound ; on 
the  next  £1.000  is  would  be  £-3  in  the  pound,  and 
so  vou  would  go  on,  entirely  avoiding  any  jumps. 

1020.  In  order  to  make  clear  the  nature  of  the  pro- 
posal and  the  absence  of  the  jumps,  Mr.  Clark,  to 
whom  I am  very  greatly  indebted  for  all  the  trouble 
that  he  has  taken,  [ see  App.  No.  6.]  has  had  two 
diagrams  prepared.  The  small  one  is  merely  repeat- 
ing the  curves  for  small  incomes  on  a larger  scale ; the 
large  one  shows  by  the  bottom  solid  line  th©  existing 
arrano-ements  for  earned  incomes,  where  you  see  that 
there ' is  a jump  at  £400;  there  is  another 
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vertical  line  or  jump  a/t  £500;  another  one  at 
£600  where  the  abatement  changes  from  £100  to 
£70 ; another  one  at  £700  where  the  abatement  of 
£70  is  knocked  off;  another  one  at  £1,000  where  the 
rate  of  tax  is  increased ; another  one  at  £1,500  where 
the  rate  of  tax  is  again  increased,  and  so  on.  The 
thick  dotted  line  indicates  the  proposals  which  I 
make.  One  stage  goes  to  an  income  of'  £400  in  a 
straight  line;  the  next  line  goes  straight  up  to  £1,000; 
the  next  line  goes  straight  from  £1,000  to  £2,000; 
then  there  is  another  straight  line  from  an  income 
of  £2,000  up  to  an  income  of  £3,000.  The  net  actual 
income  is  read  at '"the  bottom  of  the  diagram  and  the 
“ taxable  income  ” is  read  on  each  side.  Correspond 
ing  with  that  on  each  side  there  is  the  amount  of  the 
tax.  The  whole  thing  being  based  upon  Income  Tax 
at  6s.  in  the  pound,  the  amount  of  the  tax  is  -3  times 
the  amount  of  the  “ taxable  income.”  If  the  “tax- 
able income  ” is  £1,000  then  the  Income  Tax  is  £300. 
There  are  perhaps  certain  minor  advantages  about  a 
scheme  of  this  kind.  In  getting  the  actual  income  upon 
Tvliich  a man  should  pay  tax  after  deducting  allow- 
ances, such  as  for  wife  or  children  or  Life  Assurance, 
there  is  a little  complication  introduced  at  the  present 
time  inasmuch  as  a man  is  not  allowed  to  get  on  to  a 
lower  scale  of  taxation  by  reason  of  such  deduction.  A 
man  with  an  income  of  £720  and  allowances  of  £40, 
giving  a net  income  of  £680,  is  not  allowed  the  abate- 
ment of  £70  which  is  given  on  incomes  between  £600 
and  £700.  That  has  to  be  watched  under  the  present 
system  where  there  are  jumps.  I do  not  think  that 
would  be  at  all  necessary  if  we  had  a smoothly  gra- 
duated system  with  no  kinks  in  the  curve  at  any 
point.  In  that  case  the  allowances  for  children  and 
Life  Assurance  could  be  deducted  from  the  actual  in- 
come, and  the  resultant  net  actual  income  could  be 
converted  into  a “ taxable  income,”  or  could  be 
charged  the  appropriate  rate  of  taxation  for  the  net 
actual  income,  because,  there  being  no  jumps,  it 
would  make  very  little  difference. 


1021.  Then  if  the  distinction  between  earned  and 

unearned  incomes  is  to  be  retained — I am  not  here  to 
express  an  opinion  upon  that,  but  it  might  seem 
better  in  the  interests  of  economy  and  saving  to 
abolish  the  distinction  and  take  something  extra  if 
necessary  from  unearned  wealth  by  means  of  Death 
Duties,,  but— if  the  distinction  is  to  be  maintained  on 
something  like  present  lines,  the  distinction  between 
earned  and  unearned  incomes  must  at  some  point  or 
other  be  eliminated.  Merely  by  way  of  illustration, 
I suggest  that  it  should  be  eliminated  between  actual 
net  incomes  of  £2,000  and  £3,000.  I should  have 
said  that  if  this  distinction  is  to  be  retained  it  would 
seem  advisable  to  maintain  a certain  proportion 
between  the  rate  of  taxation  of  earned  and  unearned 
incomes.  At  the  present  time  on  small  incomes  the 
tax  on  earned  is  2s.  3d  and  the  tax  on  unearned  is 
3s.;  there  is  an  increase  of  one-third;  but  on  large 
incomes  the  tax  on  earned  is  5s.  3d.  and  on  unearned 
bs..  an  increase  of  only  one-seventh,  which  does  not 
appear  quite  consistent.  It  would  therefore  seem  a 
good  plan  to  introduce  a uniform  proportion  in  the 
taxation  to  he  borne  by  earned  and  unearned  incomes 
respectively  and,  merely  as  an  approximation  to  exist- 
Snr+hrla?frn  S'  T,  P??  thnt  Proportion  at  one- 
FirS  an  ,meaiS-  ■>*  this  first  table,  “ The 

tte^^iJ’nnrT'^ h°d’  tha-t  "■,lercos  tIw  taxation  on 
the  first  £.,,000  of  earned  income  is  on  £1,600  the 
taxation  on  the  first  £2,000  of  unearned  is  one-fourth 
more  than  that,  or  on  £2,000. 

1022.  Mr.  Pretyman : I did  not  quite  follow  that- 
do  you  mean  that  the  taxation  on  £2,000  would  he 
Sift  f .£^00?-Yes,  a - taxable  income ’■ 
£2y)00,  that  is  to  say  the  actual  tax  would  be  £600 
f Shoo,nr7'lTe  said  that  tie  “ taxable  income  ” would 

£3a)0°t°h0  °n  £u’000i<>f  UMarned  income.  But  on 
£3,000  the  earned  and  unearned  incomes  are  both  to 
he  treated  alike,  either  the  “ taxable  income  ” or  the 
amount  of  taxation  would  be  the  same  for  both,  and 

earnil  the,mo,rease  “s  between  £2,000  and  £3,000 
earned  must  be  considerably  more  rapid— the 
curve  must  be  steeper-than  it  is  for  unearned  income 
r d?latn?at  « the  evidence  I have  submitted,  and 
I do  not  know. that  I need  trouble  you  with  it  now 
I put  in  the  evidence  a fairly  simple  method  by  which 
mixed  incomes,  partly  earned  and  partly  unearned 


between  £2,000  and  £3,000  can  be  dealt  with.  I give 
as  an  example  that  if  there  is  a total  income  of 
£2,500,  of  which  £2,000  is  earned  and  £500  is  un- 
earned, the  proper  “ taxable  income  ” is  four-fifths 
of  £2,500  treated  as  earned  and  one-fifth  of  £2,500 
treated  as  unearned.  I show  how  that  can  be  done 
by  a comparatively  simple  table.  I was  rather  pleased 
to  learn  from  Mr.  Clark  that  he  proposed  some  time 
ago  a scheme  of  this  character,  to  bring  earned 
incomes  up  to  the  full  rate  of  tax  at  £3,000,  because 
I think  that  shows  that  this  method  of  getting  rid  of 
the  distinction  is  more  or  less  workable.  The  whole 
method  of  calculating  Income  Tax  would,  I think,  be 
very  considerably  simplified  if  methods  of  this  kind 
were  adopted.  It  would  make  the  proportion  of  taxa- 
tion to  be  borne  by  different  classes  of  income  a per- 
manent arrangement,  and,  if  it  were  settled  on  a 
fair  basis  once  for  all,  it  would  not  be  disturbed  and 
upset.  It  avoids  the  sudden  changes  that  bring  about 
certain  rather  unfair  inequalities,  and,  what  perhaps 
is  of  some  account,  it  does  not  involve  the  introduc- 
tion of  any  fundamentally  new  principle,  at  any  rate, 
if  it  is  applied  to  tax.  It  is  simply  and  purely  a 
method  of  applying  the  Super-tax  plan  to  all  incomes, 
and  then  for  the  purpose  of  permanence  of  basis,  I 
suggest  a “ taxable  income  ” as  being  the  fairest  and 
most  convenient  method  of  carrying  it  out.  I do 
not  think  I need  trouble  the  Commission  with  any 
more  remarks  on  that  except  perhaps  in  answer  to 
questions. 

1023.  Chairman-.  Will  you  proceed  with  the  other 
now,  please?— That  is  as  you  like. 


^eS’  ^ so. — The  other  subject  is  of  a 

different  kind  altogether  and  refers  to  the  Income 
lax  regulations  in  regard  to  Life  Assurance, especially 
and  particularly  as  they  affect  individual  policy- 
holders. (I  am  not  dealing  at  all  with  the  question 
of  the  Income  Tax  payable  by  life  offices.)  The 
existing  arrangements,  it  seems  to  me,  tend  to  penalize 
the  poor  man  who  needs  Life  Assurance  most,  and  to 
subsidize  the  rich  man  who,  speaking  generally,  needs 
it  rather  less.  The  inequality  arises  in  two  ways: 
In  the  first  place  the  amount  of  the  contribution 
towards  the  cost  of  the  Life  Assurance  which  is  made 
by  the  State  is  based  upon  the  rate  of  Income  Tax. 
It  is  true  that  for  policies  taken  out  since  some  date 
in  June,  1916,  the  maximum  rate  of  tax  that  is  re- 
mitted from  premiums  is  3s.  in  the  pound,  but  for 
policies  effected  prior  to  the  23rd  June,  1916,  the 
whole  amount  of  Income  Tax  (but  not  Super-tax)  on 
the  premiums  is,  in  effect,  allowed  as  a contribution 
made  by  the  State  towards  the  cost  of  Life  Assurance. 
That  was  a convenient  enough  basis  when  the  rate 
of  Income  Tax  was  small,  but  there  seems  no 
reason  at  all  why  any  contribution  that  is  made  by 
the  State  should  be  based  upon  the  rate  of  Income 
Tax  which  a man  pays.  A rich  man  on  a new  policy, 
a recently  effected  policy,  gets  a subsidy  of  £15  out 
of  each  £100.  If  a man  pays  no  Income  Tax  at  all, 
the  State  contributes  nothing  to  the  cost  of  his  Life 
Assurance. 

1025.  Mr.  Marks  : How  do  you  get  that  £16  on 
each  £100? — It  is  3s.  in  the  pound,  which  is  15  per 
cent. ; lie  may  get  30  per  cent,  if  it  is  an  old  policy : 
but  the  poor  man  gets  nothing.  It  might  be  a quite 
convenient  arrangement  that  whatever  contribution  is 
made  by  the  State  towards  the  cost  of  Life  Assurance 
should  be  deducted  from  the  amount  of  Income  Tax 
which  a man  has  to  pay,  but  it  seems  an  altogether 
unsuit'ab.e  basis  to  base  the  aYnount  of  the  allowance 
on  the  rate  of  tax  which  a man  pays. 


J ~ wiieii  ,yuu  con- 
sider another  point,  that  is  to  say,  the  rate  of  Income 
lax  which  an  individual  policyholder  in  effect  pays 
upon  his  life  policy,  that  is  to  say  upon  the  interest 
from  his  investment  in  Life  Assurance.  The  present 
arrangement  is  that  Life  Offlces  pay  tax  at  the  full 
rate  6s  in  the  £,  hut  deduct  from  the  interest  upon 
which  they  pay  tax  the  amount  of  the  commission 
and  expenses  The  proportion  of  the  commission  and 
expenses  to  the  interest  earnings  varies  in  different 
companies  but  it  may  be  taken  as  being  something 
like  one-third,  which  has  the  effect  of  reducing  the 
rate  of  tax  payable  by  the  Life  Offices  from  6s.  in  the  £ 
to  4s.  m the  £.  The  consequence  is  that  a poor  map 
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making  an  investment  in  Life  Assurance  has  the  in- 
terest upon  his  investment  taxed  at  4s.  in  the  pound 
whereas  he  personally  may  be  exempt  or  liable  to  tax 
at  only  Is.  or  2s.  in  the  pound.  A rich  man  may  be 
liable  to  Income  Tax  and  Super-tax  at  10s.  in  the 
pound,  but  on  his  investment  in  Life  Assurance  he 
only  pays  4s.,  and  to  let  the  rich  man  off  (is.  in  the 
pound  and  for  the  State  to  contribute  6s.  in  the 
pound  of  premiums  on  old  policies  and  3s.  in  the 
pound  on  new  policies  is,  with  every  possible  sympathy 
for  the  rich  man,  giving  him  a little  too  much,  it 
seems  to  me.  In  order  to  illustrate  the  point  I have 
prepared  a table  showing  a typical  policy ; it  is 
without  profits,  and  is  effected  at-  age  3d,  and  I put 
it  for  convenience  at  a premium  of  £100  a year.  The 
chief  thing  I am  concerned  to  show  in  that  table 
is  the  amount  of  interest  that  is  actually  earned  by 
the  policy.  I think  one  ca'n  see  it  best  if  one  looks 
at  the  shorter  table  dealing  with  20  year  Endowment 
Assurance.  In  the  first  ten  years  £100  a year  was 
paid  in  premiums,  amounting  to  £1,000.  The  interest 
earned  at  a gross  rate  of  5 per  cent.,  which  is  what 
I assume,  comes  to  £224.  The  Life  Office  pays  15  per 
cent,  for  expenses,  that  is  £150  in  10  years.  There 
is  a tax  at  4s.  in  the  pound  on  the  interest,  and  the 
amount  actually  saved  during  the  first  10  years 
is  £871,  but  a man  may  die  within  the  first  year  (or 
at  any  time  within  the  20  years  that  the  policy  has 
to  run)  and  then  the  Life  Office  pays  him  in  the  case 
of  the  Endowment  Assurance  policy  at  £100  a year, 
£2,236.  There  naturally  has  to  ho  a premium  charged 
for  the  risk,  that  is,  for  insurance  protection  for  the 
difference  between  the  accumulated  savings  and  the 
sum  assured.  I do  not  think  1 need  trouble  the 
Commission  with  the  details  as  to  how  that  is  arrived 
at;  the  main  point  to  consider  is  the  amount  of  the 
interest  actually  earned  on  the  policies,  and 
then  come  to  the  amount  of  tax  that  is  payable 
upon  it.  If  the  Commission  wants  to  know 

how  the  figures  are  arrived  at,  I think 

Mr.  Marks,  the  President  of  the  Institute  of  Actu- 
aries, would  satisfy  the  Commission  on  the  point, 
but  I thought  it  would  be  valuable  to  give  the  actual 
amount  of  interest  earned  under  typical  policies. 
In  my  evidence,  which  you  have  before  you,  there  is 
a statement  of  how  the  loss  or  gain  from  Income  Tax 
law  arises.  For  instance,  a policyholder  liable  to 
no  Income  Tax  at  all  loses  4s.  in  the  pound  on  the 
interest  upon  his  investment  and  gets  no  contribu- 
tion by  the  State  towards  the  cost  of  his  Life  Assur- 
ance. On  the  other  hand,  under  a policy  effected 
recently,  a man  paying  8s.  in  the  pound  Income  Tax 
on  his  personal  investments,  gets  a remission  of  tax 
on  premium  amounting  to  3s.  in  the  pound,  and 
pays  tax  on  his  interest  at  4s.,  the  rate  the  Life  Office 
pays,  instead  of  at  8s.  the  rate  to  which  he  personally 
is  liable.  Then  these  figures  are  turned  into  concrete 
examples  on  the  basis  of  the  two  policies  that  I used 
in  illustration  in  what  I think  is  the  second  table, 
where  if  again  we  take  the  20  year  Endowment  Assur- 
ance policy  for  the  full  period  of  1 to  20  years,  the 
poor  man,  being  liable  to  pay  nothing  in  the  pound, 
loses  altogether  £196  out  of  the  total  payment  of 
£2,000.  I am  not  suggesting  that  a poor  man  paying 
no  tax  in  the  pound  can  take  out  a policy  at  £100 
a year ; I am  merely  giving  the  proportion,  and.  of 
course,  they  are  really  percentages.  It  is  £196  lost 
by  the  poor  man  out  of  £2,000  paid.  A man  paying 
tax  at  8s.  in  the  pound  gains  under  a new  policy 
£496  out  of  each  £2,000  paid  in  premium,  so  there 
is  a difference  of  £692  on  a total  outlay  of  £2,000  as 
between  a poor  man  and  a moderately  rich  man 
paying  8s.  in  the  pound.  That  big  discrepancy  arises 
simply  and  purely  out  of  the  existing  Income  Tax 
regulations  and  out  of  nothing  else  whatever.  There- 
fore it  does  seem  to  me  that  the  existing  arrange- 
ments are  unduly  favourable  to  the  rich,  and  in  some 
ways  penalize  and  in  any  case  do  not  assist  the  poor 
man,  who  from  a Life  Assurance  point  of  view  deserves 
more  consideration  that  he  is  getting  at  the  present 
time. 

1027.  It  is  perhaps  not  much  good  to  point  out 
defects  in  a system  unless  it  is  possible  to  make  some 
suggestion  that  might  modify  the  existing  unfairness. 
Of  course,  one  recognizes  that  it  is  not  practically 
possible  to  eliminate  all  anomalies  and  inequalities, 


but  I think  something  might  be  done  if  the  contri- 
bution by  the  State  towards  the  cost  of  Life  Assurance 
were  made  on  a fixed  basis  and  allowed  to  everybody 
rich  or  poor  (with  a reservation  that  I will  make  in 
a moment)  on  the  same  basis.  If  it  is  decided  that  the 
allowance  ought  to  be  15  per  cent,  of  the  premiums, 
then  the  poor  man  could  get  his  15  per  cent,  of  the 
premiums,  and,  if  he  does  not  pay  Income  Tax  to  an 
extent  sufficient  to  amount  to  15  per  cent,  or  3s.  in 
the  £ of  the  premiums,  he  should  be  able  to  claim 
repayment  of  that  15  per  cent,  from  the  Inland 
Revenue.  Clearly  a convenient  method  of  allowing 
State  contribution  towards  the  cost  of  Life  Assurance 
would  be  for  the  Life  Offices  to  be  allowed  to  deduct 
the  amount  from  the  premiums  which  they  receive 
from  their  policyholders,  but  that  I am  afraid  would 
lead  to  some  sort  of  inspection  of  Life  Offices  and 
would  probably  be  a troublesome  and  objectionable 
method  of  dealing  with  the  matter : but  if  a uniform 
contribution  by  the  State  on,  let  us  say  the  present 
basis  of  15  per  cent.,  were  made  to  all  policyholders 
rich  or  poor  it  might  be  fair  not  to  give  that  contri- 
bution by  the  State  fto  rich  policyholders  who  stood 
to  gain  a great  deal  from  having  the  interest  upon 
their  investment  in  Life  Assurance  taxed  at  a lower 
rate  than  that  to  which  they  were  personally  liable, 
lor  example,  if  a man  who  is  liable  to  tax  at  6s.  in 
the  pound  or  over — liable  under  the  present  arrange- 
ments to  Super-tax — only  had  to  pay,  as  we  have  seen 
he  does  pay,  Income  Tax  on  the  interest  upon  his 
investment  at  4s.  in  the  pound  which  the  Life  Office 
pays,  would  it  not  be  quite  appropriate  to  withhold 
from  everybody  liable  to  Super-tax  the  remission  of 
the  15  per  cent,  of  the  premiums  while  giving  that 
15  per  cent,  of  the  premiums  to  all  other  people 
totally  irrespective  of  the  rate  of  Income  Tax  which 
they  paid? 

1028.  An  interesting  and  important  point  arises  as 
to  the  propriety  of  the  State  making  any  contribu- 
tion at  all  towards  the  cost  of  Life  Assurance.  I do 
not  think  there  can  be  any  doubt  that  under  the  pre- 
sent arrangements  the  State  receives  through  the  Life 
Offices — through  the  Income  Tax  that  the  Life  Offices 
pay — a very  much  larger  amount  of  Income  Tax  than 
the  State  would  receive  if  the  individual  policy- 
holders  were  taxed  at  the  rates  to  which  they  are 
respectively  liable,  and,  considering  the  advantages 
that  result  to  the  State  from  Life  Assurance  being  ex- 
tensively taken  up,  it  certainly  seems  inappropriate 
that,  as  a result  of  people  taking  life  policies  ex- 
tensively, the  State  should  get  more  in  the  way  of 
Income  Tax  than  it  would  if  policyholders  were  taxed 
individually.  So  the  State  indubitably  has  some 
money  to  play  with  in  view  of  the  increased  tax  that 
it  receives  which  could  be  applied  towards  the  cost 
of  Life  Assurance  for  individual  policyholders.  .Over 
and  above  that,  the  encouragement  of  Life  Assurance 
leads  to  capital  being  'accumulated  to  a greater  extent 
than  would  otherwise  be  the  case.  That  capital  is 
invested ; the  interest  upon  it  pays  Income  Tax,  and, 
moreover,  the  capital  becomes  liable  to  Death  Duties; 
so  that  it  seems  to  me  there  is  no  question  from  the 
point  of  view  of  fairness,  or  from  the  point  of  view 
of  general  advantage  to  the  State  and  benefit  to  the 
community,  that  a contribution  to  the  cost  of  Life 
Assurance  should  be  continued  by  the  State.  The 
chief  point  that  I want  to  make  is  that  the  existing 
inequalities  should  be  eliminated,  that  something  less 
than  is  at  present  allowed  to  rich  people  should  be 
the  law,  and  that  larger  contributions  than  are  at 
present  given  to  poor  people  should  also  prevail. 
Among  other  things  it  seems  to  me  entirely  inappro- 
priate, unless  the  State  is  in  some  way  committed  to 
it,  as  to  which  I am  not  aware,  that  people  who  took 
policies  prior  to  the  23rd  June,  1916,  should  be 
allowed  to  receive  a contribution  by  the  State  towards 
the  cost  of  their  Life  Assurance  that,  in  fact,  at  the 
present  time  amounts  to  as  much  as  30  per  cent,  of 
the  premiums. 

1029.  Mr.  Marks : I do  not  think  really  there  is  very 
much  to  ask  you  having  regard  to  the  statements 
which  you  have  put  before  us  in  writing  and.  the  very 
clear  exposition  of  them  that  you  have  given  just 
now.  As  regards  the  question  of  graduation,  I take 
it  really  there  is  nothing  in  that  except  that  it' is , a 
scheme  to  produce  a smooth  curve? — Yes. 

D 3 


27880 


52 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


8 May , 1919.]  Mk.  William  Schooling.  [ Continued . 


1030.  And  that  it  is  really  founded  on  those  schemes 
which  gradually  build  up  on  the  basis  which  you  have 
indicated  here,  that  the  first  certain  amount  is 
exempt,  and  the  next  is  taxed  at  such  and  such  a 
rate,  and  the  next  at  such  a higher  rate,  and  so  on? 
— Yes. 

1031.  So  that  your  scheme  really  might  be  put  in 
that  form? — Yes. 

1032.  Do  not  you  think  that  possibly  it  would  be 
clearer  to  the  average  taxpayer  if  it  were  so  put, 
which  I think  would  be  the  more  practicable  form, 
rather  than  il  it  were  put  in  the  form  which  you 
suggest,  of  a " taxable  income  ” derived  by  the  appli- 
cation of  certain  multipliers  to  the  actual  income? 
—Well,  I think  at  first  people  would  perhaps  kick  a 
little  against  the  “ taxable  income  ” idea,  but  they 
would  have  to  put  up  with  it.  I think  they  would 
very  soon  get  used  to  it,  and  if  the  basis  for  calcu- 
lating the  “ statutory  taxable  income  ” remained 
permanent  for  years  at  a time,  and  there  was  one  rate 
of  tax  all  through,  I think  it  would  make  for  per- 
manence and  fairness.  If  you  vary  your  rate,  as 
Chancellors  of  the  Exchequer  will  have  in  future  to 
vary  their  rates,  probably  very  frequently,  it  will  be 
less  easy  to  keep  a uniform  proportion  between  the 
taxation  of  incomes  of  varying  amounts  than  it  would 
if  you  had  one  statutory  rate  fixing  the  proportions 
for  different  incomes  more  or  less  once  for  all,  and 
with  one  rate  of  Income  Tax  right  through. 

1033.  I am  not  quite  sure  how  you  would  convey 
the  information  to  the  taxpayer  in  the  event  of  a 
change  of  rate,  nor  do  I feel  quite  certain  that  the 
rate  of  tax  is  likely  to  vary  so  frequently,  or  in  such 
proportions  as  the  actual  net  income  is  likely  to  vary? 
—I  do  not  quite  follow  that.  Is  it  the  net  income 
of  individuals?  I am  thinking  of  the  variations  in 
the  rate  of  tax  imposed  by  Finance  Acts. 

1034.  I am  thinking  of  the  two  together.  Assume, 
for  instance,  that  the  rate  of  tax  remains  at  6s.  for 
some  time? — Yes. 

1035.  There  must  be  a very  large  proportion  of 
incomes — I do  not  know  how  many — which  vary  from 
year  to  year? — Yes. 

3036.  Would  not  that  create  a certain  amount  of 
difficulty  in  the  mind  of  the  taxpayer  that  his  “ tax- 
able income  ” would  have  to  be  reconstructed  each 
financial  year? — Well,  it  might,  and  there  might  be 
objections,  as  J indicated. 

1037.  I think  the  objections  would  come,  of  course, 
from  those  people  whose  “ taxable  income,”  as  a result 
of  this  method,  were  made  out  more  than  it  actually 
was? — But  under  the  scheme  here  suggested  (to  the 
details  of  which  I attribute  no  importance)  it  would 
only  be  people  paying  Super-tax  whose  “ taxable 
income  ” would  be  larger  than  their  actual  income, 
and  people  liable  to  Super-tax  ought  to  be  able  to 
grasp  the  simple  arithmetic  involved  in  recognizing 
that  paying  a lower  tax  on  a higher  income  is  the 
same  thing  as  paying  a higher  tax  on  the  actual 
income. 

1038.  Is  that  so;  probably  you  are  right,  but  if  so 
I have  rather  misread  your  table.  It  seemed  to  me 
to  show  that  up  to  £2,000,  we  will  say,  the  “ taxable 
income”  of  a £2,000  man  was  £3,600?— Yes,  well, 
that  is  less  than  his  actual  income. 

1039.  But  he  is  not  a Super-tax  payer? — No.  but 
his  actual  income  being  £2,000  his  “ ta.xable  income,” 
if  his  income  is  earned,  is  £1,600;  the  “taxable 
income  ” is  lower  than  the  actual  income— he  would 
not  mind  that. 

1040.  I rather  understood  you  to  say  that  under  this 

method  nobody  who  is  not  a Super-tax  payer  would 
be  taxed  on  their  net  income? — No  “taxable  income” 
would  be  larger  than  the  actual  income 

1041.  Except  in  the  case  of  Super-tax?— Quite, 
unless  he  is  liable  for  Super-tax. 

1042.  Your  first  larger  “ taxable  income  ” is  at 
£3,000?— -No,  it  is  between  £2,000  and  £3,000.  For 
example,  an  unearned  income  of  £2,500  would  give 
you  a “ taxable  income  ” of  £2,600,  but  then  an 
income  of  £2,500  becomes  liable  to  Super-tax. 

1043.  Do  you  mind  just  explaining  on  your  “ First 
and  Next  ” table — how  that  ar:ses? — On  an  unearned 
income  of  £2,500  there  is  the  one  point,  at  £2,000, 
where  the  “ taxable  inoome  ” exactly  agrees  with  the 


actual  income.  I made  it  so  purposely.  On  the  first 
£2,000  the  “ taxable  income  ” would  be  £2,000.  On 
the  next  £500  it  would  be  £500  multiplied  by  1-2, 
which  is  £600,  so  that  the  “ taxable  inoome  ” would 
be  £2,600  for  an  unearned  income  of  £2,500. 

1044.  Yes,  1 see  I see  that  your  method  is  really 
that  which  the  Americans  have  adopted,  but  their 
method  does  not  produce  such  a smooth  graduation. 
1 saw  the  book  this  morning.  There  is  a bad  break 
between  6,000  and  8,000  dollars? — Yes,  quite. 

1045.  Turning  to  the  other  part  of  your  evidence 
for  the  moment,  have  you  considered — I confess  that 
I have  not — whether  your  argument  applies  in  the 
same  way  or  in  the  same  degree  to  the  case  of  two 
men,  let  us  say,  one  with  an  income  of  £800  and  one 
with  an  income  of  £8,000,  who  are  paying  each 
respectively  one-eighth  of  their  income  in  Life  Assur- 
ance premiums? — In  proportion  to  the  premiums  that 
they  pay  the  arrangement  would  be  exactly  as  I have 
shown  it. 

1046.  The  same  percentage? — The  same  percentage 
in  proportion  to  the  premiums  that  they  pay.  What 
proportion  of  a man’s  total  income  he  would  gain  or 
lose,  as  the  case  might  be,  by  the  Income  Tax  arrange- 
ments I do  not  know,  but  presumably  that  is  not 
what  you  mean.  In  proportion  to  the  premiums  it 
would1  make  no  difference  what  proportion  it  is. 

1047.  My  point  is  this : that  your  argument  as  to 
the  inequality,  exemplified  as  it  is  by  the  extreme 
case  which  you  took,  does  or  does  not  apply  to  the 
case  of  the  men  paying  that  proportion  of  their 
incomes  in  Life  Assurance  premiums  but  paying 
respectively  very  much  higher  rates  of  Income  Tax, 
taking  into  account  Super-tax,  of  course,  in  the  case 
of  the  highest  man? — Yes.  The  proportion  would  be 
exactly  as  shown  here,  because  you  really  get  it  as 
percentages,  and  in  my  Table  2,  for  instance,  if  you 
would  take,  say,  the  first  10  years  of  Endowment 
Assurance  where  the  total  premiums  paid  have  been 
£1,000  (because  the  illustration  is  based  on  a policv 
effected  at  £100  a year),  then  a man  paying,  say, 
Income  Tax  at  2s.  in  the  pound  would  gain  £78,  the 
remission  of  tax  more  than  compensating  for  the  loss 
of  2s.  in  the  £ on  his  interest.  He  would1  get  £78  on 
each  £1,000  he  paid,  whereas  a man  paying  8s.  in  the 
pound  on  a new  policy  would  gain  £195  on  each 
£1,000.  If  they  were  paying  £80  and  £800,  or  £800 
and  £8,000  the  proportion  would  be  identical,  because 
my  figures  show  that  the  proportion  of  the  premiums 
would  be  identical  whatever  the  amount  of  premiums 
paid  happens  to  be. 

1048.  I am  not  prepared  to  argue  that,  because,  as 
I say,  I have  not  looked  into  it,  but  it  struck  me  that 
there  might  be  some  objection  on  that  ground? — 1 
think  not;  I think  you  would  find  it  made  no  differ- 
ence. 

1049.  Then  the  whole  of  your  argument  is  based,  if 
I read  it  rightly,  on  the  idea  that  the  taxable  unit, 
if  we  may  so  call  him,  is  the  policyholder  and  not 
the  company? — Yes.  My  point  of  view  always  is  the 
policyholder  and  the  public,  and  not  the  Life  Office. 

1050.  Should  it  be  so?  You  mean  your  view  is 
that  that  is  the  proper  method  of  looking  at  it',  re- 
garding the  policyholder  as  the  taxable  unit? — It  is 
the  proper  method  of  looking  at  it,  it  seems  to  me, 
in  the  interests  of  the  policyholders,  who  are  the 
people  that  I want  to  consider.  It  may  be  an  incon- 
venient method.  I admit  that  it  is  almost  neces- 
sary to  collect  Income  Tax  from  the  Life  Offices, 
and  you  may  have  to  make  a rough-and-ready  adjust- 
ment, but  what  I am  concerned  to  show'  is  that  the 
existing  arrangements  are  bad  for  certain  individual 
policyholders — certain  large  classes  of  individual 
policyholders — and  unduly  good  for  certain  other 
classes,  and  because  it  is  thus  bad  for  individual 
members  of  the  public  on  a large  scale,  I should  like 
to  see  it  altered. 

1051.  The  basis  of  your  argument  would  be  des- 
troyed, would  it  not,  if  the  basis  of  taxation  of  the 
Life  Offices  were  altered  in  the  sense  for  which  the  Life 
Offices  have  argued  for  a good  many  years,  that  is  to 
say,  that  they  should  be  taxed  on  their  profits  and 
not  on  their  interest?— Well,  I do  not  know  that' 
it  would.  I do  not  think  the  method  by  which  Life 
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Offices  were  taxed  need  necessarily  affect  the  contribu- 
tion which  the  State  makes  towards  the  cost  of  Life 
Assurance.  I think  the  State  could  still  contribute 
something  and  still  make  an  allowance  for  Life  Assur- 
anbe,  and  if  that  allowance  were,  we  will  say,  a 
uniform  allowance  to  all  policyholders  irrespective 
of  the  rate  of  tax  which  (they  paid,  1 do  not  see  that 
au  altered  method  of  taxing  Life  Offices  would  have  any 
bearing  upon  the  basis  upon  which  the  contribution 
by  the  State  towards  the  cost  of  Life  Assurance  were 
calculated. 

1052.  1 agree  with  you.  1 think  the  two  questions 
are  entirely  distinct,  but  I was  only  wondering  what 
effect  the  alteration  might  have  on  your  argument ; 
you  say  none? — I say  none  in  regard  to  the  definite 
contribution  by  the  State  towards  the  cost  of  Life 
Assurance  which  is  now  allowed  as  a remission  of 
premiums ; it  might  have  some  effect  in  regard  to 
the  rate  of  Income  Tax  in  fact  paid  by  different 
policyholders  on  the  interest  upon  their  investments, 
but  a fairer  basis  of  taxation  for  Life  Offices  would,  1 
think,  very  likely  go  far  to  eliminate  the  unfairness 
that  at  present  exists  between  rich  and  poor.  If  you 
had  a fairer  and  more  appropriate  basis  for  taxing 
life  offices,  together  with  a change  from  calculating 
the  contribution  by  the  State  on  the  basis  of  Income 
Tax  to  making  it  a fixed  allowance,  I do  not  think  you 
could  well  have  a better  system.  I do  not  think  ithe 
inequality  in  the  tax  on  the  interest  would  be  so  im- 
portant as  it  is  now  if  life  offices  were  taxed  dif- 
ferently. 

1053.  Does  not  your  assumption  that  the  policy- 
holder is  the  taxable  unit  involve  necessarily  the  con- 
sideration whether  he  should  not  have  provided  for 
him  some  machinery  by  which  he  could  recover  the 
over  amount  of  tax  which  he  has  paid,  assuming  that 
he  is  liable  to  abatement  or  exemption? — Theoreti- 
cally, it  is  almost  imperative  that  it  should  be  done 
as  a matter  of  fairness  and  equity,  but  the  difficulty 
I see  is  as  to  the  practical  method  of  doing  it.  A 
Life  Office  could  send  out  with  every  premium  receipt 
a statement  that  the  interest  credited  during  the 
year  had  been  so  much,  and  the  man  could  pay  on  it 
or  claim  on  it,  which  would  be  a very  good  thing,  but 
it  would  be  rather  a formidable  task  for  Life  Offices, 
and  if  they  notified  a man  how  much  interest  had, 
so  to  speak,  been  put  ito  his  credit  during  the  year 
it  would  then  be  necessary  to  ask  whether  the  Inland 
Revenue  authorities  could  deal  with  the  matter.  If 
that  could  be  done,  certainly  it  would  be  the  fairest 
way. 

1054.  You  mean  to  say  the  volumes  of  claims  would 
be  so  large? — Yes;  certainly  it  is  the  fairest  way 
i f it  could  be  done,  but  it  is  a point  of  some  practical 
difficulty,  I am  rather  afraid. 

1055.  Mr.  Synnoit:  I do  not  propose  to  go  into 

your  first  question  except  to  this  extent:  Lid  you 

allude  in  your  evidence  to  abolishing  the  distinction 
between  earned  and  unearned  income  for  the  purpose 
of  simplifying  your  plan?— No.  It  would,  simplify 
the  plan,  but  I refer  to  it  because  it  happens  to  be  my 
opinion,  which  I did  not  emphasize,  that  the  dis- 
tinction is  inappropriate. 

1056.  That  is  what  I was  going  to  ask  you:  The 

distinction  is  inappropriate,  very  hard  to  define,  and 
it  does  not  cover  the  case  of  so  many  incomes  that 
are  mixed  incomes? — Quito. 

1057.  What  you  mean  is  this,  and  I would  like 

your  opinion  if  you  have  thought  about  it:  There 

are  so  many  so-called  unearned  incomes  in  which  there 
is  a certain  amount'  of  earning? — Yes. 

1058.  And  j)er  contra.  Also  take  the  case  that 
just  occurred  to  me,  the  trade  of  the  publican,  the 
trade  of  the  bookmaker,  if  there  is  such  a trade,  the 
trade  of  the  commission  agent  and  the  moneylender  ; 
those  are  all  treated  as  earned  incomes?— Yes. 

1059.  I will  not  comment  on  that,  but  there  are  in 
the  so-called  unearned  incomes  cases  of  business 
carried  on  by  companies?- — Yes. 

1060.  Is  not  it  a purely  fictitious  and  artificial  user 
of  the  word  to  call  it  unearned  because  carried 
on  by  a public  company,  knowing,  a6  we  do,  that 
there  are  so  many  what  are  called  single  men  com- 
panies?— 1 agree;  I think  it  is,  and  I see  the  still 


more  cogent  objection  to  making  the  distinction  and 
charging  unearned  incomes  more,  that  it  is  so  very 
definitely,  in  one  sense,  penalizing  thrift  and  economy. 

1061.  Rut  it  is  not  merely  a question  of  charging 
unearned  incomes  more,  but  it  is  a remission  to  the 
so-called  earned  incomes  and  the  State  losing  thereby  ? 
— Undoubtedly. 

1062.  As  regards  other  matters,  do  you  seriously 
suggest  that  any  alteration  in  the  law  about  these 
life  policies  should  be  retrospective?  These  are 
policies  effected  before  1916? — I think  so.  We  have 
the  example  that  previously  premiums  were  allowed 
to  be  deducted  in  the  case  of  Super-tax,  but  that 
concession  was  withdrawn. 

1063.  Take  a case  where  people  have  insured  and 
effected  policies  20  years  ago  on  the  faith  of  the 
State  saying  that  they  would  not  be  charged  Income 
Tax  irrespective  of  the  rate,  the  object  being  to 
encourage  saving.  Do  you  think  it  is  right  that  there 
should  be  an  alteration  made  retrospective? — 1 am 
afraid  I do,  because  when  that  concession  was  made 
and  when  they  were  allowed  to  deduct  the  full  rate 
that  they  were  paying  we  had  not  a war  and  we 
were  not  paying  Income  Tax  .at  anything  like  6s. 
in  the  pound.  A man  might  have  been  getting  Is.  or 
Is.  6d.  in  the  pound. 

1064.  Except  for  the  argument  of  force  majeure 
there  is  nothing  else ; that  is  not'  based  on  the  principle 
of  equity,  is  it? — l think  it  is,  because  if  the  man 
we  re  getting  3s.  in  the  pound  he  would  be  getting 
more  than  he  was  getting  originally,  and  because  we 
ha'ppen  to  have  had  our  expenses  increased  and  have 
gone  to  wat  I do  not  think  that  equity  requires  that  a 
man  should  get  a much  bigger  contribution  by  the 
State  towards  the  cost  of  his  Life  Assurance  than  he 
was  getting  when  his  policy  was  taken  out. 

1065.  You  call  it  contribution,  but  it  is  not  really 
a contribution,  is  it? — Well,  I think  it  is. 

1066.  Let  me  put  this  case.  Has  not  the  State  a 
very  great  interest  that  so-called  rich  people — 
although  I do  not  think  it  is  scientific,  is  it,  quite  to 
divide  people  into  rich  and  poor? — No. 

1067.  You  are  forgetting  all  the  intermediate 
classes? — Yes. 

1068.  Is  not  it  to  the  interest  of  the  State  which 
has  established  a very  high  and  graduated  Estate 
Duty  that  people  should  insure  for  very  large  sums? 
— Certainly. 

1069.  And  the  more  they  insure  for  the  more  they 
will  have  to  pay? — Yes. 

1070.  Did  not  the  State  encourage  people  to  do  so, 
and  the  companies,  too,  I think,  in  order  that  they 
might  have  liquid  sums  to  hand  over  to  the  State 
at  once  on  the  death?— Yes,  certainly. 

1071.  Do  you  think  or  not  that  as  between  these 
rich  people  and  poor  people  your  proposition  is  not 
a question  that  affects  the  Revenue? — No,  I do  not 
think  it  is ; it  is  a question  of  distribution. 

1072.  Do  not  you  think  it  is  for  the  insurance  com- 
panies to  make  the  necessary  adjustments? — The  in- 
surance companies  do  make  some  adjustment,  because 
at  any  rate  most  of  them  charge  the  same  rate  of 
premium,  and,  under  with-profit  policies,  give  the 
same  rate  of  bonus  to  a very  big  policy  as  they  do  to 
quite  a small  one. 

1073.  That  is  the  very  point  I was  coming  to ; and 

yet  they  can  carry  on  their  business  very  much  more 
cheaply  in  respect  of  big  policies  ?— Very  much  more 
cheaply.  . 

1074.  I do  not  know  whether  you  are  interested  m 
any  way  in  any  insurance  company? — No,  I am  not 
connected  with  any  company  at  all,  but  I write  about 
the  subject  of  insurance. 

1075.  Mr.  Arm itag e-Smith:  You  have  persistently 
referred  to  the  remission  of  taxation  with  regard  to 
Life  Assurance  as  a contribution  by  the  State.  Do  you 
seriously  suggest  that  public  money  should  be  paid  to 
encourage  Life  Assurance  to  a person  who  does  not 
pav  Income  Tax  at  all?— Yes,  I think  it  should,  and 
T think  the  State  has  a fund  out  of  which  to  pay  it. 
For  example,  a man  who  does  not  pay  Income  Tax  at 
all,  but  does  pay  a premium  on  Life  Assurance,  has 
the  interest  on  his  investment  taxed  at  practically  4s. 
in  the  pound,  when,  if  it  were  a personal  matter,  lie 
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ought  to  be  exempt.  I think  it  is  quite  permissible 
that,  taking  that  into  account,  the  State  should  make 
some  contribution  towards  the  cost  of  his  Life  Assur- 
ance. 

1076.  Do  not  you  think  that  if  such  a principle  were 
accepted  it  would  be  more  in  consonance  with  the 
English  financial  system  for  Parliament  to  vote  a sum 
specifically  for  the  purpose  so  that  we  should  know 
what  we  were  doing;'  As  I understand  it,  you  suggest 
that  the  Commissioners  of  Inland  Revenue  should  pay 
this  subsidy  out  of  intercepted  revenue!1 — Well, 
practically,  yes.  In  certain  ways  they  get  more  from 
the  life  offices  than  they  would  get  for  Income  Tax 
collected  from  the  individual  policyholders  at  the 
rates  to  which  they  are  respectively  liable. 

1077.  You  really  contemplate  a direct  or  an  indirect 
subsidy  by  the  State  in  respect  of  Life  Assurance 
premiums  to  a person  who  does  not  pay  Income  Tax? 
— Yes,  I think  it  is  quite  a good  thing  and  quite  fair. 

1078.  I gather  that  you  yourself  do  not  sympathize 
with  the  distinction  between  earned  and  unearned 
incomes  as  a basis  of  taxation? — No,  I do  not  think 
I do. 


1079.  But  you  accept  it  up  to  a certain  point,  I 
think  you  said  £2,500? — Oh  no. 

1080.  In  this  table? — Simply  because  I am  making 
my  table  approximately  fit  the  existing  arrangements 
to  illustrate  the  method. 


1081.  If  the  distinction  is  to  be  maintained  do  you 
think  it  ought  to  stop  at  a given  income  or  not? — 
Well,  I think  it  could. 


1082.  What  principle  would  you  invoke  for  arriv- 
ing a.t  the  income  point  where  earned  income  is  to 
lose  its  advantage? — If  you  are  to  have  a distinc- 
tion, which  seems  to  me  illogical,  I do  not  know  that 
out  of  an  illogical  distinction  you  can  get  a logical 
method  of  making  it  sensible  or  proper. 

1083. ^  Logically  you  mean  you  must  carry  it  right 
up?— To  carry  it  right  up  is,  I agree,  the  logical 
deduction  if  you  start  at  all.  The  moment  you  began 
to  carry  it  right  up  and  say  that  a man  who  is 
earning,  we  will  say,  a salary  of  £30,000  a year, 
as  some  men  may,  ought  to  pay  a lower  rate  of  tax 
you  manifest,  it  seems  to  me,  the  absurdity  of  main- 
taining the  distinction  between  earned  and  unearned. 


1084.  Is  your  method  susceptible  of  combination 
with  taxation  at  the  source  as  simply  as  the  present 
system?— I should  imagine  so.  I have  no  experience 
of  the  actual  handling  of  the  collection  of  Income 
lax  but  I should  suppose  it  would  be  every  bit  as 
simple,  and  would  fit  in  quite  as  well.  Taxation  at 
the  source  would  be  deducted  at  the  normal  rate,  let 
us  say  6s.  in  the  pound,  and  the  required  adjustments 
would  be  made,  I take  it,  by  individuals. 

■ I0?5',  PerliaPs  “as  when  I was  out  of  the  room 
out  1 hid  not  hear  your  explanation  of  the  two  thin 
lines  at  the  top  of  the  diagram?— The  two  thin  lines 
are  unearned  income  as  distinct  from  earned.  The 
solid  thm  lines  show  the  existing  regulations  for 
unearned  moomes  and  the  thin  dotted  line  is  my 
proposed  method  for  unearned  incomes.  ' 

income's?— ^ tW°  tWcker  lines  ■»  for  earned 

1087.  X did  not  follow  when  you  said  that  under 

IrlLat  Z"  ?obthy  'VcTId  P‘1J  m°re  tha”  116  does  at 
FlvT  r P • ®uPer"tax  point.  The  dotted 

thick  line  is  higher  than  the  solid  thick  line  in 
several  places  before  that  point?— Yes.  That  is 

merely  to  smooth  out  the  inequalities. 

1088.  Then  it  does  involve  paying  more? Yes  it 

o^thet^u^S  m°re  “ iS°lated  “ S““ths 

detaSsVmu?’6?1  Stres?  on  *>  fact  that  precise 

t ’ TO”1*  tax  jumps  up  suddenly  at  £1  500  to 
the  tax  on^!, 500^^1  the1  wich^lai^m^Tax^n  ^l^OL 


1090.  Therefore  whatever  your  rate  would  be  some 
people  would  pay  more  aud  others  would  pay  less? — 
Quite. 

1091.  The  result  may  be  more  equitable,  but  it  is 
brought  about  in  that  manner? — Yes,  quite. 

1092.  Professor  Pigou:  I should  like  to  ask  you 
one  question  about  the  first  part  of  your  evidence.  1 
take  it,  apart  from  the  object  of  securing  freedom 
from  jumps,  the  main  purpose  is  that  on  your  plan 
there  will  be  a convenient  basis  for  making  the  pro- 
portion paid  by  persons  with  different  incomes  the 
same  whatever  happens  to  the  general  rate  of  tax? — 
Yes. 


1093.  And  that  is  the  real  object  of  it? — Yes,  l 
think  it  is  the  main  object. 

1094.  Is  not  this  principle  that  the  proportion 
would  be  the  same  whatever  the  rate  of  tax  rather 
a dubious  one?  For  instance,  supposing  now  the 
standard  rate  of  tax  were  doubled,  on  your  principle 
the  higher  income  would  pay  21s.  in  the  £? — Yes. 

1095.  Is  that  desirable? — It  is  not  desirable,  but  J 
do  not  think  the  rate  of  Income  Tax  can  be  doubled, 
if  it  were  it  would  come  to  the  unpleasant  necessity 
of  a temporary  tax  on  capital. 

1096.  But  the  fact  that  this  principle  leads  to  this 
rather  paradoxical  result  surely  suggests  that  the 
basis  of  the  principle  itself  may  be  at  fault.  Have 
you  any  particular  reason  for  holding  that  the 
proportion  should  be  the  same  whatever  the  rate  of 
the  standard  tax?— Well,  it  seems  to  me  that  it  would 
be  much  more  satisfactory  that  it  should  be  taxed 
on  a carefully  considered  proportion  as  between 
different  incomes,  always  with  the  possibility  that 
you  might  run  on  with  that  proportion  for  five  years 
or  ten  years.  You  then  might  see  the  inequality 
and  it  could  be  altered,  but  I do  think  that  if  you 
get  a fair  proportion  of  taxation  between  different 
incomes  it  would  be  better  to  keep  it  for  a series 
of  years,  and  not  have  it  altered  to  a certain  extent 
arbitrarily,  because  you  have  to  fix  some  sort  of  rate 
of  Income  Tax  and  go  up  by  sixpences  and  nino 
pences  in  changing  the  rate  of  tax. 

1097.  I quite  see  that,  but  my  point  is  surely  that 
what  proportion  is  fair  will  depend  on  what  the  basic 
rate  of  tax  is? — Yes. 


1098.  And  there  is  no  uniform  proportion  as  to 
which  you  can  say  this  is  a fair  proportion  whatever 
the  amount  of  revenue  required  is? — But  if  you 
look  to  the  probable  practical  changes  of  Is.  or  2s. 
up  or  down  I should  think  that  relatively  smali 
changes  like  that  would  not  set  up  any  reason  for 
making  a basis  that  was  fair  and  appropriate  with 
the  6s.  tax  inappropriate  for  a 7s.  6d.  tax  or  a 4s.  6d. 
tax. 


lUjy.  I am  not  disputing  that.  I was  taking  the 
question  of  principle.  Of  course,  you  may  say  this 
curve  or  any  other  curve  is  fair  for  a 6s.  tax  ?— Yes. 
1100.  And  a parallel  movement  of  this  curve  will 
be  grea%  unfair  if  you  change  the  basis  a 
•ii  i point  is  that  as  a general  principle  you 
will  have  to  make  the  proportion  dependent,  not 
merely  on  the  amount  of  the  person’s  income’  but 
also  on  the  general  rate  of  tax.  That  is  showm  on 
^OUii^rinc^e  ky  ^he  facrk  that  you  get  to  absurdities 
in  the  extreme  case?— Quite.  I am  not  at  all  dis- 
puting that  if  it  wore  necessary  to  raise  a very  much 
larger  amount  or  a very  much  smaller  amount  than 
the  proportion  which  might  fit  in  with  existing 
taxation  it  might  not  be  the  fairest  plan  to  be  main- 
tained. If  you  have  a “statutory  taxable  income” 
it  is  perfectly  possible  to  alter  it  any  year  you  like 
if  the  extent  of  the  tax  has  to  be  so  much  greater 
or  so  much  less  that  the  old  proportion  ceases  to  be 
ran-  and  appropriate. 

noi.  Then,  of  course,  we  would  be  agreed.  You 
would  simply  say  for  small  changes  of  tax  it  is 
convenient  to  have  the  same  proportion? Yes. 

•j  1102V  And  ,no  &reafc  barai  can  be  done?— Quite.  The 
idea  of  a ‘ taxable  income  ” is  really  mainly  for 
convenience  and  I can  imagine  it  w?ould  be  a good 
deal  more  convenient  to  have  one  rate  of  tax,  and 
for  the  Finance  Bill  to  say:  -The  rate  of  tax 

is  os.  in  the  £,  and  all  the  details  are  settled  once 
t^r  all. 
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1103.  Then  you  would'  agree  further  that  if  the 
general  amount  of  the  Revenue  required  from  Income 
Tax  had  either  to  rise  a great  deal  or  to  fall  a great 
deal  it  would  be  reasonable  to  consider  at  what  point 
the  exemption  stood? — Yes. 

1104.  So  in  effect  your  plan  is  really  designed  for 
small  changes,  and  does  not  pretend  to  be  suitable  to 
deal  with  large  changes? — Quite.  It  is  not  a law  of 
the  Modes  and  Persians  that  could  never  be  altered. 

1105.  Mr.  McLintock  : Is  your  criticism  against  the 
present  method  of  Life  Insurance  mainly  that  it  hits 
unfairly  what  you  term  the  poor  man?  I would 
rather  call  him  the  man  with  the  small  income ; he 
is  not  necessarily  poor.  That  is  your  main  proposi- 
tion ? — Yes. 

1106.  Your  remedy  is  that  if  that  man,  or  a man 
with  an  income  of  £200  a year  and  an  abatement  or 
allowance  for  wife  and  children,  is  not  iiable  to  tax 
and  he  pays,  say,  £20  a year  as  an  insurance  pre- 
mium, he  has  to  get,  you  suggested,  15  per  cent,  of 
that  relief.  How  do  you  suggest  giving  that  relief? 

— Well,  1 mentioned  15  per  cent,  because 

1107.  I am  not  troubled  about  the  percentage;  it 
is  the  method  of  giving  the  relief? — If  he  is  paying 
no  Income  Tax  at  all  then  I think  he  should  be 
allowed  to  get  it  if  he  oan  from  the  Inland  Revenue 
people — to  claim  payment  of  it. 

1108.  You  suggested  that  the  insurance  company 
could  give  him  an  interest  certificate  annually  with 
his  receipt? — I think  that  is  a different  point. 

1109.  That  is  the  only  means;  he  must  produce 
some  voucher  to  the  Inland  Revenue  before  he  can 
show  his  title?— Yes,  but  the  Inland  Revenue  now 
can  ask  you  for  the  receipt  for  your  premium  before 
it  allows  the  remission  of  tax. 

1110.  I suggest  to  you  that  if  all  the  payers  of 
small  insurance  premiums  have  to  go  to  all  that 
trouble  the  practical  difficulties  are  so  great  that  the 
position  would  just  remain  as  it  is  at  present.  No 
one  would  claim  the  relief? — I am  afraid  that  that 
might  be  so  in  regard  to  making  claims  for  money 
by  people  who  were  paying  no  Income  Tax  at  all,  but 
people  who  were  paying  some  tax  could  deduct  the 
remission  from  the  tax  they  paid  without  any  par- 
ticular trouble. 

1111.  It  means  this : that  if  they  did  not  take  the 
trouble  to  reclaim  what  would  give  the  State  a lot  of 
trouble  to  repay,  they  would  oe  no  better  off  than 
they  are  at  present? — The  people  who  are  paying 
Income  Tax  to  any  extent  would  be  somewhat  better 
off— the  people  who  are  paying  small  amounts  of 
Income  Tax. 

1112.  1 see.  You  emphasized  the  poor  man.  1 am 
taking  a man  with  £200  a year  and  giving  him  the 
ordinary  allowances ; the  chances  are  that  he  would 
not  be  liable  to  pay  Income  Tax? — Exactly. 

1113.  Two  children  and  one  wife  would  get  him  out 

of  it? Yes,  quite.  The  administrative  difficulties 

are  considerable,  and  so  I did1  mention  the  case  of  the 
life  offices  being  allowed  to  make  this  uniform  deduc- 
tion from  the  premiums  and  only  collect  from  their 
policyholders  the  reduced  amount.  I do  not  think 
the  Life  Offices  would  like  that  arrangement  even  if  in 
practice  it  could  be  carried  out. 

1114.  What  distinction  do  you  draw  between  a man 
in  the  position  I have  indicated  and  another  man  who 
invests  £20  in  a Government  bond  ?—  I do  not  know 
that  there  is  any  particular  distinction,  but  if  you 
take  £20,  for  example,  invested  in  AVar  Savings  Cer- 
tificates, which  is  one  kind  of  Government  bond 

1115.  There  is  no  tax?— There  is  no  tax,  and  not 
only  that  but  there  is  a very  considerable  expense. 

I believe  it  is  estimated  to  cost  8d.  each  for  the 
handling  of  War  Savings  Certificates,  which  is  for 
practical  purposes,  as  I understand  it,  a deliberate 
contribution  by  the  State  for  the  purpose  of  en- 
couraging saving  by  the  small  investor. 

1116.  I suggest  to  you  that  the  scheme  you  indicate 
would  cost  more  than  it  is  worth  to  anybody.  It 
certainly  would  cause  the  State  a lot  of  trouble. 

II  the  money  has  to  be  collected  by  individual  policy- 
holders for  very  small  sums,  so  far  as  it  comes  to  that 


l do  not  think  the  people  would  try  to  collect  the 
amounts,  but  if  they  did  try  to  collect  them  in  large 
quantities  I quite  agree  it  wouid  be  an  enormous 
amount  of  trouble  and  might  be  more  bother  than 
it  is  worth. 


1117.  Is  there  any  other  way  that  it  can  be  done 
than  the  method  you  have  just  indicated?— I do  not 
know  how  it  would  work  for  the  Life  Offices  to  collect 
something  less  than  the  office  premium  from  their 
policyholders,  and  then  settle  up  with  the  State. 

1118.  Each  policyholder  to  give  a declaration  of 
his  income?  They  complain  of  the  Income  Tax 
authorities  at  present,  and  if  each  insurance  company 
had  to  do  the  same  thing  I am  afraid  no  one  would 
take  out  any  policies  at  all? — 1 hope  that  would  not 
be  the  result,  but  I do  not  pretend  to  say  that  one 
can  make  any  suggestion  in  regard  to  Income  Tax 
arrangements  without  getting  up  against  some  con- 
siderable practical  difficulties  when  you  are  dealing 
with  quite  small  people. 

1119.  Sir  J.  Earmood-Banner : As  regards  contri- 
butions to  the  State,  do  not  the  Death  Duties  on  the 
amount  insured  practically  remove  these  inequalities 
that  you  speak  of?— Yes,  no  doubt  to  some  extent 
they  do.  The  very  wealthy  pay  extremely  large 
amounts,  of  course,  but  I do  not  know  tha't  they  all 
come  in  for  Estate  Duty.  A man  may  take  a ten  or 
fifteen  year  Endowment  Assurance  for  a big  amount 
and  the  State  has  contributed  a very  la'rge  sum 
in  these  two  ways:  by  remission  of  Income  Tax  on 
premium  and  a lower  rate  of  tax  on  interest.  Ihe 
man  comes  into  the  money  at  the  end  of  ten  or 
fifteen  years,  and  he  may  not  die  for  a'  very  long 
time.  It  is  looking  forward  rather  a long  way  to 
say  that  those  advantages  which  he  has  had  for 
the  ten  or  fifteen  years,  .for  exa'mple,  will  ultimately 
be  redressed  when  he  dies  and  his  estate  pays  Estate 
Duty. 

1120.  Mr.  Synnott : The  subsidy  does  not  apply 
to  Endowment  Insurance,  does  it? — Yes,  provided  the 
premium  is  deemed  not  to  exceed  7 per  cent,  of  the 
sum  assured. 


1121.  Does  it  apply  to  an  Endowment  Assurance, 
say,  for  15  years?— Yes,  so  far  as  a premium  of  £7  is 
[xmcerned  for  each  £100  assured. 

1122  Mr.  Jierly:  I want  to  take,  first  of  all,  your 
suggested  simplification.  As  I understand,  that  is 
aimed  at  two  things:  first  of  all,  .to  provide  by 
certain  adjustments  a smooth  rise  m rate  as  tne 
income  rises,  and,  secondly,  to  arrange  that  in  future 
it  shall  be  easy  to  alter  the  rates  by  fixing  upon 
your  unit  and  getting  your  rate  from  it  m a scale 
to  be  agreed  until  altered,  and  then  you  would  only 
have  to  alter  the  unit.  I am  going  to  suggest  to  you 
something  which  comes  to  very  much  the  same  thing 
which  occurs  to  me  as  being  a great  deal  simpler. 
Supposing  you  took  the  Super-talx  method  throughout 
the  scale  and  applied  the  Super-tax  method  to  every 
successive  *100.  You  take  the  first  £100  upcm  which 
vou  charge  nothing ; you  take  the  second  £100,  upon 
which  you  charge,  shall  we  say,  6d. ; you  take  the 
third  £100,  and  charge  8d.— these  are  merely  mftgn- 
arv  sums.  When  yon  come  to  the  thirty-first  £100 
the  charge  will  he  3s.  6d„  we  will  say ; when  you 
oome  to  fiie  one  hundred  and  first  £100  the  charge  will 
he  10s.  Gd.,  for  the  sake  of  example.  Of  course,  every 
£100  would  not  necessarily  be  different  from  the 
£100  before;  it  would  depend  where  you  choose^ to 
make  your  change  of  rate.  You  would  charge  then 
its  appropriate  rate  on  every  £100,  so  that  a man 
who  had  only  hundreds  1,  2,  3,  4 and  o would  pay 
exactly  the  same  on  those  as  if  he  had  nothing  more, 
which  would  lend  an  appearance  of  fairness  to  the  tax. 
Further  than  that,  could  not  you.  avoid  all  sudden 
breaks  hy  dealing  with  the  case  ot  a broken  £100. 
Take  ti/oase  of  l man  who  had  £360  a year  charge 
him  upon  the  broken  £100  at  the  rate  <4 Sthe  last 
complete  £100.  Do  you  follow  my  suggestion  f—Ies. 


1124.  And  you  would  then  be  provided  with, 
perfectly  eveu  curve  throughout  your  system.  J hat 
would  attain  your  first  object?— Yes. 
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1125.  1'  urther  tha'n  that,  once  your  scale  was 
settled  anybody  would  be  able  to  see,  when  he  found 
what  his  taxable  income  was,  exactly  how  much  he 
had  to  pay,  by  making  his  calculation  at  so  much  for 
pach  of  his  £100,  a'nd  in  addition  to  that,  assuming 
that  his  last  £100,  shall  we  say,  was  a matter  of 
discussion  with  the  authorities,  it'  would  not  be 
necessary  to  wait  until  that  discussion  was  settled  if 
his  earlier  hundreds  were  undoubted,  beca'use  he 
could  pay  his  tax  or  get  his  allowances  in  respect 
of  those,  and  it  is  always  the  last  margin,  which 
may  be  £100  or  more,  which  is  a matter  of  dispute; 
it  would  have  that  further  advantage? — Quite. 

1126.  Now  let  me  see  if  we  can  get  the  unit  method 
from  it.  Having  once  arrived  at  your  scale  you  can 
fix  upon  any  figure  you  like,  say  a shilling,  and 
instead  of  saying  6d.  for  the  third  £100  you  could 
say  half  the  unit,  or  whatever  it  was,  and  so  arrange 
your  whole  scale  with  reference  to  some  agreed  unit, 
and  if  you  wanted  to  alter  your  rate  all  you  have  to 
do  would  be  to  say  so  many  units,  and  that  would 
readjust  your  scale  automatically;  that  is  so,  is  it 
not? — Oh,  yes. 

1127.  It  strikes  me  as  being  more  or  less — you  shall 
tell  me  how  nearly — what  you  have  been  aiming  at, 
and  to  attain  the  end  you  have  in  view  upon  your 
lines,  but  more  simply? — Well,  if  I may  say  so,  it  is 
exactly  my  lines  with  the  exception  that  you  suggest 
the  changes  should  come  at  every  £100,  as  to  which 
I do  not  mind ; it  is  a question  for  consideration.  1 
suggest  that  the  changes  come  at  longer  intervals. 

I do  not  see  any  distinction  in  principle  between 
your  method  and  mine,  but  you  do  bring  out  one 
point  which  had  not  occurred  to  me,  and  which  is 
a very  good  one,  that  it  is  the  last  £100  or  so  that 
is  in  dispute,  and  things  could  be  more  or  less  settled 
up  straight  away  while  the  dispute  was  going  on. 
It  is  a point  that  had  not  struck  me.  I do  not  think 
there  is  any  essential  difference  between  what  you 
suggest  and  what  is  suggested  here. 

1128.  I think  there  are  differences.  For  instance, 

1 merely  suggest  a variation  of  the  scale  throughout, 
always  applying  it  to  an  actual  £100?— But  does  it 
matter  whether  it  is  an  actual  £100  or  an  actual 
£1,000? 

1129.  Not  a bit  for  that  matter.  You  introduce 
a second  variant  into  your  function,  do  you  not,  by 
your  "taxable  income”?  I am  leaving  that  out;  I 
am  taking  the  actual  income? — It  seems  to  me  it  is 
simply  the  method  of  my  “ First  and  Next  ” table, 
practically  the  B.  method,  applied  to  itax,  where  the 
tax,  for  instance,  on  the  first  £100  is  nothing,  on  each 
£1  of  the  next  £100  it  is  -12,  on  each  £1  of  the  next 
£600  it  is  -24  and  so  on.  You  can  make  the  change  at 
single  hundreds  or  single  thousands  or  at  any  other 
amounts  you  like. 

1130.  It  will  be  easier  instead  of,  for  instance, 
stating  iit  -12  or  -24  to  say  4d.  or  6d.  ?— Quite.  If 
you  put  on  a tax  it  would  be  better  to  take  it  in 
shillings  and  pence. 

1131.  If  my  more  simply  expressed  proposal  meets 
your  views  vou  would  not  pursue  that?— No,  only  do 
not  make  the  changes  every  £100. 

1132.  Now  let  me  make  another  suggestion  to  you 
for  your  criticism.  So  far  I have  assumed  that  my 
scheme  is  applied  to  a man’s  actual  income.  If  you 
are  making  allowances  -to  him  do  you  think  it  would 
be  better  to  make  them  generally  by  way  of  proportion 
rather  than  by  way  of  fixed  sums?  I do  not  know 
whether  you  have  considered  this — if  not,  we  will 
leave  it.  Supposing,  for  instance,  you  are  dealing 
with  wives’  allowances.  I presume  one  reason  for 
that  allowance  is  that  there  are  two  people  to  live 
out  of  the  income  instead  of  one?— Yes. 

1133.  It  is  common  knowledge,  I think,  that  if 
you  have  £500  a year  to  spend  the  addition  of  a second 
person  costs  more  than  if  you  had  only  £200  a year 
to  spend? — Yes. 

1134.  Have  you  considered  whether  it  would  be  a 
convenient  and  rational  way  of  making  the  allowance 
for  a wife,  say,  to  allow  one-fifth  to  be  deducted  from 
the  actual  income  to  get  at  the  taxable  income,  with 
a limited  amount,  say,  not  to  exceed  £500?— Yes,  I 


think  it  would  be  much  fairer  to  make  the  deduction 
a proportion  of  the  income. 

1135.  If  you  take  my  proportions  up  to  £2,500,  the 
full  one-fifth  would  be  allowed,  but  if  you  get  an 
income  of  £3,000  you  would  still  only  have  £500 
allowed? — Yes. 

1136.  If  this  is  all  fresh  to  you,  I do  not  want  to 
trouble  you  with  it? — Oh,  no;  as  a matter  of  fact, 
I have  thought  about  it  a good  deal. 

1137.  Now  let  me  put  another  suggestion  to  you. 
in  the  case  of  the  children,  it  costs  more  to  educate 
children  of  a family  living  on  an  income  of  £1,000 
than  the  children  living  on  an  income  of  £200,  apart 
from  the  fact  that  the  poorer  children  are  very  likely 
educated  at  the  State  expense.  Supposing  you  made 
an  allowance  on  each  child  of,  say,  one-tenth  of  the 
total  income,  not  to  exceed  a total  allowance  of  £300; 
it  would  be  upon  the  same  lines  as  I suggested  with 
regard  to  the  wife? — Yes. 

1138.  If  you  make  proportionate  deductions  for  that 
and  for  other  matters  which  were  allowed  for,  you 
could  then  start  with  a taxable  income  not  the  same 
as  yours,  because  it  would  be  the  actual  income,  less 
certain  proportionate  allowances,  and  then  you  would 
apply  your  rates  to  each  £100  of  the  taxable  income 
so  arrived  at? — Yes. 

1139.  Does  it  strike  you  that  that  would  be  a satis- 
factory way?— Yes,  I think  it  would.  It  seems  to  me 
that  it  would  approach  the  plan,  that  has  a lot  to 
be  said  in  favour  of  it  with  some  modification,  of 
dividing  the  total  income  by  the  number  of  people 
dependent  upon  it  and  treating  them  as  separate 
incomes.  It  does  not  seem  to  me  that  this  arrange- 
ment would  really  be  quite  fair,  and  your  proposal  of 
allowances  for  dependants  such  as  a wife  or  children 
being,  within  limits,  proportionate  to  the  income  is 
a much  fairer  plan  than  a lump  sum  allowance  that 
may  be  considerable  for  small  incomes  and  insignifi- 
cant for  large. 

1140.  The  application  of  your  system  or  the  system 
that  I suggest  to  you  depends,  of  course,  upon  every 
taxed  person  making  a return  of  his  total  income?— 
Yes,  I am  afraid  it  does. 

1141.  That  is  essential? — Yes. 

1142.  Provided  that  is  done  there  need  be  no  inter- 
ference with  the  present  method  of  deduction  at  the 
source  according  to  some  standard  rate?— No. 

1143.  Now  let  me  go  to  the  life  policy  question. 
Are  there  not  two  views  of  what  a life  policy  is? 
One  is  that  the  policyholder  is  investing  in  a busi- 
ness, and  the  other  is  that  he  is  employing  an  agent 
to  make  his  investments  and  savings  for  him.  Let 
me  just  illustrate  it  as  you  have  put  it  here.  You 
treat  in  your  paper  the  policyholder  as  making 
certain  payments  to  the  insurance  company,  part  of 
which  go  to  pay  expenses,  part  go  to  pay  them  for 
taking  a risk,  and  the  remainder  is  accumulated  to 
form  with  interest  the  fund  which  they  are  going  to 
return  to  him  when  the  policy  falls  in.  As  regards 
the  third  part,  but  only  the  third  part,  they  are  in 
the  position  of  his  agents  making  an  investment  for 
him,  and  not  returning  it  at  the  time  but  returning 
it  when  the  policy  falls  in.  Is  not  your  grievance 
that  as  regards  that  part  of  the  transaction  he  is 
unfairly  dealt  with  because  instead  of  having  the 
wholo  of  the  interest  that  they  are  saving  up  for  him 
he  has  that  less  tax,  the  tax  they  have  paid,  and  that 
tax  is  deducted  at  the  standard  rate,  although  his 
income  rate  may  be  a much  smaller  one? — Yes. 

1144.  That  is  a hardship,  is  it  not? — Yes. 

1145.  Now  the  logical  way  of  meeting  that,  as  I 

think  you  have  said,  \rould  be  for  the.  insurance  com- 
pany in  each  year  to  send  him  a note  saying:  “ We 
have  paid  Income  Tax  for  you  at  such  and  such 
a rate,”  judt  as  a company  says:  ‘‘We  have 

paid  Income  Tax  for  you  on  your  dividends.” 
That,  you  think,  is  impracticable  from  the  point  of 
view  of  the  office  because  it  w'ould  be  too  much  busi- 
ness for  them?— Well,  I think  the  Life  Offices  could 
do  it. 

1146.  Would  it  be  a very  big  business?— I think 
the  President  of  the  Institute  of  Actuaries  could 
answer  that  question  better  than  I couM. 
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1147.  Perhaps  we  will  have  some  further  evidence 
about  that?— As  a matter  of  fact  I do  not  think  it 
would  be  insuperable  for  Life  Offices  to  do  it.  What 
the  Inland  Revenue  could  do  with  all  these  small 
things  I am  unable  to  form  an  opinion  upon. 

1148.  In  order  to  do  perfect  justice  it  is  necessary 
to  know  first  how  much  Income  Tax  has  been  paid 
in  respect  of  the  interest  being  saved  for  a parti- 
cular policyholder,  and,  next,  to  know  the  personal 
rate  of  tax  of  that  policyholder,  because  upon  that 
depends  whether  the  standard  rate  of  deduction  is 
above  or  below  his  personal  rate? — That  is  so. 

1149.  So  that  there  is  no  other  way  of  dealing  with 
him  except  as  an  individual? — Unless  you  can  get  a 
rough  and  ready  method. 

1150.  How  is  it  possible  to  get  any  rough  and  ready 
method?— Well,  you  get  a very  rough  and  ready 
method  by  not  allowing  any  remission  of  Income 
Tax  on  premiums  to  a man  who  pays  Super-tax,  for 
example,  and  allowing  a remission  of  Income  Tax  on 
premiums  at  a fixed  rate  to  all  other  people;  it  is 
very  crude  and  rough. 

1151.  I can  see  lots  of  ways  of  paying  A.  what  may 
be  due  to  B.,  but  how  you  can  arrange  that  B.  should 
only  be  charged  according  to  his  personal  rate  I do  not 
see  unless  you  know  that  rate? — No.  The  best  way, 
of  course,  to  get  the  fair  result  would  be  for  the  life 
office  to  notify  each  policyholder  when  they  send  his 
premium  receipt  what  Income  Tax  has  been  paid  for 
him  in  that  year  on  what  amount  of  interest. 

1152.  However,  you  must  go  further  than  that 
because  you  have  got  from  the  total  payment  that 
he  makes  to  deduct  so  much  as  is  going  in  expenses, 
and  so  much  as  is  going  for  payment  for  an  interim 
protection? — Yes;  the  Life  Office  could  tell  him  what 
the  interest  was. 

1153.  The  proportion  of  his  premium  which  is  really 
interest  depends  upon  the  Life  Office,  and  upon 
whether,  for  instance,  their  expenses  of  carrying  on 
are  high  or  low  amongst  other  things? — Not  much. 

1154.  Does  not  it? — No. 


1151.  And  it  is  the  fact  that  the  insurance  com- 
panies, generally  speaking,  have  got  a large  number 
of  insurers,  the  bulk  of  whom,  I suppose,  in  the 
ordinary  mixed  company,  at  any  rate,  are  insurers  of 
something  over  the  taxpaying  limit  of  income?-- 
Probably. 

1162.  Which  puts  them  in  the  position  of  being  able 
to  give  this  expert  service,  and  having  sufficiently 
large  funds  to  spread  the  risk,  as  I have  said? — Well, 
i prefer  to  think  of  Life  Offices  as  merely  machinery 
by  which  a lot  of  people  co-operate  together  for  their 
common  good.  I never  visualize  a Life  Office  as  a dis- 
tinct entity;  it  seems  to  me  it  is  a body  of  policy- 
holders. 

1163.  The  considerations  I have  suggested  are 
present? — Yes,  they  apply;  they  come  from  co-opera- 
tion really. 

1164.  A Life  Insurance  office  pays  Income  Tax  on 
interest  it  receives,  as  interest? — Yes,  after  deduct- 
ing expenses. 

1165.  If  you  treat  it  as  a business  in  which  the 
assured  invests  it  would  be  more  appropriate  to  treat 
it  as  carrying  on  a business,  and  therefore  to  charge 
it  on  its  profits  rather  than  on  its  interest,  would  it 
not?— Well,  it  might.  So  far  as  Income  Tax  is  con- 
cerned, it  seems  to  me  the  appropriate  plan  is  to  look 
at  it  as  a mere  savings  bank  business. 

1166.  It  is  only  a savings  bank  .as  to  such  part  of 
the  interest  as  is  not  spent  in  expenses  and  is  not  pay- 
ment for  current  risk? — Well,  the  interest  probably 
very  seldom,  if  ever,  contributes  towards  expenses. 
The  expenses  are  paid  out  of  the  premiums  mainly. 
I' or  carrying  the  risk  the  interest  sometimes  has  to 
be  drawn  upon. 

1167.  I will  not  discuss  that  further ; I do  not  know 
that  I am  competent  to.  Now  I suggest  another 
analogy  to  you.  In  the  case  of  a company  Income 
Tax  has  to  be  paid  on  its  undistributed  profits,  has  it 
not — well,  will  you  take  it  that  it  does?  Yes. 

1168.  When  those  profits  are  ultimately  distri- 
buted, if  they  ever  are,  they  are  then  distributed  to 
the  shareholder  and  he  then  gets  them  free  of  Income 
Tax,  the  Income  Tax  having  been  paid  in  past  years. 


1155.  I should  have  thought,  for  instance,  in  the 
industrial  Life  Offices,  where  the  cost  of  collection  is 
very  high,  he  would  have  far  less  interest  to  his  credit 
out  of  his  premium  than  in  the  normal  insurance 
office?— Yes,  out  of  a given  amount  of  premium  he 
would,  but  what  a Life  Office  could  do  without  much 
difficulty  W'ould  be,  to  tell  from  the  actual  tables  that 
it  has  and  that  it  works  by  how  much  interest  had 
been  credited  to  a man  during  the  year.  If  you  ivere 
having  profit  policies  with  questions  of  bonuses 
being  settled  once  in  five  years  that  might  want  some 
special  adjustment,  but  the  company  knows  exactly 
what  the  reserve  is  each  year  and  can  tell  in  a moment 
or  two.  They  could  have  tables  from  which  to  fill  in 
for  any  policy  how  much  interest  had  been  earned  on 
that  policy  in  the  course  of  the  year. 

1156.  Then  what  you  say  is  the  system  of  return- 
ing to  each  policyholder  a statement  of  money  paid 
on  his  account  is  practicable,  though  it  would . be 
troublesome  and  it  would,  of  course,  involve  finding 
out  what  his  personal  rate  is? — Yes.  When  the  Lite 
Office  had  made  that  statement  to  him  and  told  him 
what  interest  had  been  credited  to  him,  or  what  tax 
had  been  paid  on  his  behalf,  then  I take  it  the  indi- 
vidual policyholder  w'ould  have  to  deal  with  the 
Income  Tax  Collector  or  Assessor. 

1157.  And  if  he  were  a person  ivho  paid  no  Income 
Tax  he  would  have  to  get  the  monoy  back  from  the 
State.  If  he  w'ere  a person  who  paicl  some  Income  Tax 
he  might  get  it  as  a credit  againBt  the  Income  Tax 
due  ? — Yes. 

1158.  There  is  another  view'  of  the  matter,  is  there 
not?  The  man  who  invests  his  savings,  or  some  of 
them,  in  a life  poliev  is  getting  the  advantage  m that 
form  of  saving  that ‘lie  is  dealing  with  a large  investor 
who  is  able  to  spread  his  risks? — Yes. 

1159.  That  is  the  great  attraction  of  it,  is  it  not? 
—Yes. 

1160.  Further  than  that,  he  is  getting  expert  service 
in  seeking  investments? — \es. 


-Yes. 

1169.  Is  not  the  position  of  the  man  who  is  paying 
remiums  something  the  same  as  that  of  a shareholder 
-ho  is  entitled  to  profits  which  are  earned  but  which 
re  not  distributed?— The  individual  policyholder. 

1170.  Yes? — Yes,  possibly. 

1171.  The  time  for  distribution  to  the  insurer  is 
> hen  his  policy  money  is  paid  out  to  him?— Yes. 

1172.  And  then  the  policy  is  subject  to  Death 
Duties  if  it  is  Life  Insurance?— Yes,  it  may  be  it  it 
tecomes  a claim  by  death  as  distinct  from  a claim 
»y  maturity. 

1173.  When  that  is  done  he  pays  according  to  his 
Death  Duty  rate,  that  is  to  say,  the  rich  man  pays  a 
pery  much  higher  rate  than  a poor  man?  les. 

1174.  Have  you  considered  howr  far  that  levels  up 
my  injustice  which  is  done  during  the  lifetime  to  the 
poor  man  as  against  the  rich  manp  ho. 

1X75.  Is  not  it  quite  possible  that  that  more  than 
sets  off  the  advantage  which,  as  you  suggest,  the  rich 
man  gets  during  his  lifetime  P— Of  course  it  may,  but 
it  seems  to  me  that  Income  Tax  and  Death  Duties  are 
to  be  considered  separately.  A man  with  nc 'Life 
Insurance  at  all  may  pay  10s.  in  the  pound  for  Income 
Tax  and  Super-tax  and  may  pay  Estate  Duties  up  to 
40  per  cent.,  but  I do  not  know  that  there  is  any  con- 
nection between  Estate  Duties  and  Income  Tax  that 
need  be  taken  into  account.  Qua  Income  lax  the  ml. 
man  taking  a Life  Insurance  fares  too  well  The  fact 
that  because  sooner  or  later  he  may  have  p y 
Estate  Duties  and  a larger  amount  of  his  capital  will 
have  to  be  paid  away  I do  not  think  is  a rea son  ' for 
remitting  his  Income  Tax  any  more  than  saying  tha 
if  you  have  to  pay  Estate  Duties  ot  «0  per  cent,  on 
youi  esiate  you  shill  not  pay  10s.  in  the  pound  Income 
Tax  while  you  are  living. 

1176  Well,  the  matter  is  pretty  obvious.  You  told 
me ' some  time  ago  that  you  could  probably  only  get 
rough  justice? — Yes,  quits. 
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117,.  That  ds  (to  say,  in  the  big  majority  of  cases  it 
works  out  fairly  right.  I suggest  to  you  that  inas- 
much as  the  real  object  of  Life  Assurance  is  to  get  a 
net  sum  at  death,  and  the  consideration  for  that  net 
sum  is  the  sum  paid  from  year  to  year  during  life- 
time, fit  is  very  appropriate  to  consider  what  the  net 
sum  realized  is  in  each  case  in  relation  to  the  annual 
payment,  and  if  you  find  that  the  net  sum  realized  by 
the  rich  man  is  disproportionately  diminished  by  his 
Death  Duties  then  it  may  be  that  that  makes  up  for 
the  larger  nominal  amount  he  is  getting  for  an  ex- 
tended payment? — Oh,  yes;  but  one  has  (to  remember 
that  Endowment  Insurance,  especially  Endowment  In- 
surance for  short  terms  which  become  payable  during 
the  lifetime  of  the  policyholder,  is  increasingly  popu- 
lar, and  that  under  the  existing  Income  Tax  arrange- 
inents  if  a man  ds  getting  remission  of  tax  at  3s.,  and 
still  more  at  6s.,  and  is  liable  to  tax  at  10s.  in  the  £ 
on  interest,  and  is  paying  only  4s.,  he  can  get  a 
net  investment  in  Life  Insurance  at  4 to  5 per  cent., 
which  means  a gross  rate  of  10  per  cent.,  and  people 
take  it,  not  with  any  view  of  getting  protection  or 
paying  Estate  Duties,  but  merely  as  a method  of 
legally  evading  the  payment  of  Income  Tax. 

1178.  The  last  consideration  I put  to  you  does  not 
apply  to  short  endowments? — No. 

11/9.  Sir  T.  Whittaker:  I want  to  ask  you  one  or 
two  questions  on  this  insurance  phase.  It  is  of 
course,  quite  clear  that,  if  a flat  rate  of  tax  is  charged 
to  the  insurance  offices,  that  is  not  equitable  to  all 
the  policyholders,  who  are  liable  naturally  to  different 
rates  of  tax,  and  some  to  none  at  all?— That  is  so. 

1180.  And  it  also  seems  clear  that  the  onlv  strict 
way  of  adjusting  that  would  be  to  allow  to  those  who 
are  liable  to  a lower  rate  of  tax  a return,  and  those 
who  were  liable  to  a higher  rate  of  tax'  should  be 
called  upon  to  pay  up  the  balance ; but  as  Mr  Kerly 
has  suggested  the  taxes  that  should  be  dealt  with  in 
that  way  really  should  only  be  the  taxes  on  the  in- 
terest, on  the  amount  in  reserve  for  each  policv?— 
That  is  so. 

1181.  That  amount  alters  each  year.  Would  it  not 
be  a very  big  job  indeed  for  an  insurance  office  with 
scores  of  thousands  of  policies  to  ascertain  separately 
each  year  for  each  policy— to  refer  specially  for  it-1 
its  reserve  value,  and  then  to  notify  the  tax  on  the 
interest  on  that  reserve  each  year;  would  not  that 
be  an  enormous  amount  of  work?— I do  not  think  it 
would.  You  could  very  quickly  draw  up  tables. 

1182  I am  not  thinking  of  the  calculation  at  all ; 
it  is  the  reference  in  each  case.  You  would  have  to 
make  a special  reference  to  ascertain,  supposing  you 
had  got  it  on  the  table,  the  surrender  value  of° each 
of  these  policies,  and  then  tax  on  the  interest?— It 
would  not  be  calculated  on  the  surrender  value. 


1188.  Ihen,  on  the  other  hand,  there  are  advan- 
tages, I think  you  have  admitted,  to  the  State  m 
having  these  large  Death  Duty  assurances? — Cer- 
tainly. 


1189.  On  the  whole  I presume  the  tendency  is  rather 
to  increase  the  amount  of  the  estate? — Yes. 

1190.  As  very  likely  the  insurer  would  not  have 
saved  that  money  for  the  Death  Duties  if  he  had  not 
taken  out  a policy? — It  increases  the  amount  very 
considerably,  and  partly  cuts  against  what  1 said  as  to 
reducing  the  allowance  to  rich  men.  If  you  take, 
under  the  new  scale  of  duties,  a man  who  has  got 
an  estate  of  £200,000  and  pays  on  that,  he  would  be 
liable  to  a duty  of  £36,000.  If  he  wants  to  provide 
for  that  duty  by  means  of  Life  Assurance  he  must 
take  a policy  for  £50,000,  and  the  duties  will  come  to 
£50,000.  By  providing  for  it  in  advance  he  pays 
£50,000  for  duty  instead  of  £36,000. 

1191.  The  State  gets  a considerable  advantage  in 
that  way? — Quite. 

1192.  And  another  advantage  which  the  State  gets, 
which  is  greater  as  these  duties  increase,  is  that  they 
are  provided;  there  is  the  money? — Yes. 

1193.  And  it  facilitates  the  payment  and  eases  the 
whole  transaction  and  diminishes  to  some  extent  the 
objection  to  the  duties  because  of  -that? — Yes. 

1194.  My  point  rather  is  this:  that  there  are 
advantages  at  both  ends,  that  the  amount  of  interest 
on  the  reserve  fund  of  the  small  policyholder  is  small, 
the  tax  on  it  is  not  great,  and  if  it  were  strictly 
adjusted  there  are  considerations  of  increased  working 
expenses,  and  that  really  if  you  look  at  the  matter 
broadly  this  fining  it  down  is  not  worth  looking  at?— 
Well,  that  may  be  so,  but  there  are  very  big  in- 
equalities. Personally  I should  be  quite  happy  to 
see  the  question  of  Income  Tax  on  interest  left  alone 
and  a uniform  proportion  of  the  premiums  allowed 
to  all  policyholders,  large  or  small. 

1195.  That  is  rather  a subsidy? — There  are  two 
points,  the  remission  of  tax  on  premiums  and  the 
Income  Tax  on  interest.  Now  leaving  alone  the  tax 
on  interest,  because  it  certainly  presents  veiy  con- 
siderable  difficulties  in  dealing  with  it,  you  do  not 
subsidise  the  rich  man  quite  so  much  by  not  basing 
the  contribution  by  the  State  on  the  rate  of  Income 
lax  paid.  If  the  rich  man  is  to  have  15  per  cent, 
of  his  premiums  paid  by  the  State,  let  the  poor  man 
have  it  too;  that  is  what  I should  like  to  see 


I , , mese  aimcumes  tnat 

that  you  have  been  referring  to  arise  solely  out  of 
graduation?— No;  I do  not  think  the  Life  Insurance 
question  arises  out  of  graduation,  except  that  large 
incomes  pay  a higher  rate  of  tax,  a higher  amount  of 
taxation. 


1183.  I mean  tile  reserve  value? — Yon  would  be 
sending  a man  a premium  receipt,  and  if,  when  you 
sent  him  the  receipt  for  the  premium,  you  turned  up 
the  table  and  saw  that  it  was  a whole  life  policy  and 
the  attained  age  was  43  and  if  was  effected  at  35, 
I do  not  think  it  would  take  anybody  a minute  and  a 
halt  to  put  on  the  premium  receipt  what  the  amount  of 
the  interest  credited  to  him  for  that  year  was.  You 
could  judge  better  than  I could  because  you  know 
more  of  the  msido  working  of  a life  office.  ‘ 

\ would  M it  would  involve  a 

good  deal  of  work  Are  there  not  two  other  points? 
My  real  point  is  this:  You  cannot  fine  these  things 
down  to  a mathematical  accuracy  at  every  point  — 
I agree,  and  have  said  so.  F 

1185.  You  must  have  some  broad  general  working 
nol nlrfN<W+  tHlS:  If  yOU  are  adjust  each 
into  yno  n+r  tw  7-  accurately  y°u  would  have  to  go 

?Tthat  msurance  offices  never  do.  You 
adputih^the  working  expenses  in  proportion  to  the 
sum  assured  are  much  larger  on  a small  policy?— Yes. 

1186.  Are  you  to  adjust  that?— No. 

1187.  You  are  not  going  to  get  down  to  strict 
accuracy  unless  you  do?-But  I am  not  maintaining 

and” ready  method.  me^bod 1 ba™  suggested  is  a rwugf 


; Jr  Tu  • • r 1 mean-  the  high  graduation 
is  really  the  origin  of  the  trouble  in  both  cases?— Yes 
it  is  m that  sense. 

1198  And  it  is  an  endeavour  to  go  into  rather 
meticulous  details  in  order  to  secure  that  the  gradua- 
tion system,  as  applied,  shall  be  as  directly  as  Possible 
applied  m each  individual  case.  That  is  a principle 
which  governs  both  your  proposals,  is  it  not?— 
While  I went  into  the  details  to  show  what  I consider 
to  be  the  inequalities,,  and  necessarily  so  to  illustrate 
11  hat  the  inequalities  are,  1 do  not  think  I suggested 
any  meticulous  inquiries  and  details  to  set  it  right. 

fe  ““truly  I suggested  what  was  expressly  a 
rough  and  ready  method  of  dealing  with  it  as  a 

avoid103,  P°Irt’  and,s“cl  distinctly  that  you  cannot 
avoid  anomalies  and  inequalities.  To  illustrate  it 

Ug  into  detods  S;  t0  d631  W:th  “ 1 d°  “*  "W* 

wit"'  Let.ra®  ta,Fe  you;  Income  Tax  point  first, 
with  regard  to  the  ordinary  individual  who  is 
accustomed  to  dealing  with  yory  simple  facts  which 
are  of  S^°r  n.nderst.a,ld  a?d  to  whom  matters  which 
unknown  y nay  SImPlloIty  to  you  are  absolutely 
£“’,0"S  y°u  “°t  say  that  to  the  ordinary 
taxpayer  your  first  system,  A,  would  be  very  difficult 
to  follow  and  to  appreciate?— As  far  as  I Jan  judge 

would  Pv°er  ^ 'i  might'  but  1 people 

would  very  soon  get  used  to  it;  but  really  the  thing 
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upon  which  I lay  tlio  greater  streas  is  that  the  Super- 
tax rnothod  should  be  applied  to  all  incomes.  i 
think  there  are  advantages  in  applying  it  by  means 
of  “ taxable  income.” 

1200.  That  is  your  system  B?— Yes. 

1201.  Have  you  any  preference  in  your  own  mind. 
Supposing  you  were  given  a free  hand  to  apply 
either  of  these  two  methods,  which  would  you  apply, 

A or  B?— I think  I should  see  what  the  Inland 
Revenue  officials,  who  had  to  do  with  the  genera! 
public,  thought  about  the  thing,  and  if  they  said  the 
“taxable  income”  system  was  going  to  confuse  the 
public  and  they  would  not  like  it,  I should  go  for  the 
tax  method.  That  is  a point  upon  which  I personally 
have  no  experience  as  to  how  individuals  would 
regard  the  Income  Tax  methods;  and  1 should  cer- 
tainly be  guided  personally  in  the  decisions  I 
ultimately  came  to  by  the  opinion  of  experienced 
Inland  Revenue  officials.  If  they  said:  “ This  will 
be  distasteful,  and  will  create  a muddle,  and  will  not 
be  understood,”  I should  say:  “ Very  well,”  I think, 
excluding  the  peculiarities  of  individuals,  the  tax- 
able income  ” method  is  better  than  the  tax  method. 

1202.  You  have  no  opinion  of  your  own  on  the 
point? — I have  an  opinion  of  my  own  that  in  itself 
the  “taxable  income”  method  is  the  better,  but  if 
it  is  going  to  create  confusion  and  to  bother  people, 
as  to  which  I have  not  sufficient  experience  of  people 
paying  Income  Tax  to  know,  then  I would  say  that 
the  “ taxable  income  ” method  is  not  so  good  as  the 
tax  method,  because  it  would  appear  to  them  com- 
plicated. Considering  it  apart  from  the  individuals 
to  whom  it  has  to  be  applied,  I think  the  “ taxable 
income”  method  is  the  better;  but  that  is  not  the 
whole  problem  to  be  considered. 

1203.  Then  on  the  insurance  question,  of  course, 
there  is  a proverb  that  you  sometimes  cannot  see  the 
wood  for  the  trees.  Is  not  that  really  to  be  looked  at 
with  reference  to  the  very  large  question  of  the 
effect  on  the  Revenue  of  very  high  graduation?  Do 
you  not  think  it  might  be  desirable  to  get  a little 
experience,  before  making  any  change  of  that  kind, 
as  to  what  the  effect  of  high  graduation  is  going  to 
be  on  the  amount  which  will  be  found  available  for 
assessment?  What  has  happened  now  is  that  this 
very  high  graduation  of  Inoome  Tax  up  to  a figure 
previously  undreamt  of  has  only  come  about  under 
war  conditions.  During  those  war  conditions  there 
have  been  three  main  causes  which  have  contributed 
to  maintain  the  very  high  rate  of  yield.  One  has 
been  patriotism,  people  felt  they  oould  not  put  their 
money  to  a better  use.  I think  you  would  agree  in 
that? — Yes. 

1204.  The  second  has  been  the  automatic  savings 
which  everybody  who  was  well-to-do  has  made  during 
the  war  through  the  automatic  cesser  of  expenditure 
which  would  otherwise  have  occurred ; people  they 
employed  were  going  to  the  front,  and  there  was  no 
temptation  to  spend  money  on  pleasure  or  sport,  nor 
could  a man  spend  money  on  the  maintenance  of  his 
business  premises  or  property,  and  so  on ; therefore 
that  operated  very  much  to  provide  a fund  from 
which  additional  taxation  oould  be  met.  Do  you 
agree  in  that? — Yes. 

1205.  The  third  cause  was  the  enormous  expendi- 
ture of  national  capital  borrowings,  a large  propor- 
tion of  which  passed  through  the  hands  of  people  and 
was  treated  as  income,  and  that  provided  a very  large 
addition  to  the  Income  Tax  yield.  You  would  agree 
on  all  those  points? — Yes. 

1206.  All  those  things  will  now  cease  to  operate, 
will  they  not? — Yes. 

1207.  And  on  the  contrary  the  reverse  conditions 
will  apply.  The  people  that  were  employed  will  be 
coming  back  and  are  desirous  of  being  taken  on  again, 
and  those  people  can  be  taken  back  only  at  something 
like  a double  wage? — Yes. 

1208.  The  enforced  economies  are  more  or  less  ceas- 
ing. I think  you  will  also  agree  that  there  is  a 
certain  feeling  about  the  country  that  the  expenditure 
which  is  going  on  now,  is,  some  of  it,  not  quite  so 
patriotic  or  necessary  as  what  was  going  on  during 
the  war? — Very  cordially. 


1209.  So  that  will  decline.  The  capital  expenditure 
on  this  very  large  scale  will  also  cease.  Will  not  all 
those  conditions,  coupled  with  the  very  high  gradua- 
tion, tend  to  induce  people  who  have  incomes  to  be 
less  desirous  of  saving  them,  and  rather  more  careless 
as  to  whether  they  spend  their  money  or  save  it,  and 
will  it  not  also  tend  to  avoidance — I do  not  speak  of 
evasion — of  taxation  by  legitimate  methods,  such  as 
sub-division  of  income  between  members  of  families, 
and  so  on? — Yes,  quite  possibly  those  effects  will  be 
seen  in  a good  many  cases. 

1210.  Do  you  not  think  they  cumulatively  create 
a more  anxious  situation  as  to  whether  we  might  not 
arrive  at  that  very  deadly  point  when  the  raising  of 
the  rate  of  a tax  decreases  its  yield? — Yes,  that  is 
possible. 

1211.  Have  you  considered  that? — I know  it  is  quite 
possible  to  increase  a tax  so  as  to  decrease  its  yield. 

1212.  Do  you  not  think  that  is  a most  dangerous 
point  at  which  any  State  can  arrive? — I do,  and  we 
may  be  near  it. 

1213.  And  the  Income  Tax  is  a tax  in  point? — Yes. 

1214.  You  made  a remark  just  now  that  you 
thought  the  Income  Tax  and  Death  Duties  should  be 
regarded  separately? — Yes. 

1215.  I think  we  have  been  told  by  Sir  William 
Harcourt,  who  was  the  author  of  the  Death  Duties, 
and  who  presented  them  to  the  country,  that  they 
were  a deferred  graduated  Income  Tax? — Yes,  and  1 
have  often  treated  them  as  such,  and  shown  what 
they  cost  as  a tax  on  income. 

1216.  Do  you  think  that  the  individual  who  is  taxed 
can  look  at  direct  taxation  separately,  and  do  you 
think  he  can  bring  his  mind  into  the  position  ot 
thinking  that  he  has  only  got  to  pay  his  Income  Tax 
without  any  reference  to  the  effect  on  his  successors 
of  his  having  to  pay  Death  Duties  as  well?  Will  nci 
a prudent  person,  who  is  in  the  enjoyment  of  very 
considerable  income  from  business  or  otherwise,  neces 
sarily  regard  the  continuance  of  his  business,  and 
make  some  provision  to  meet  Death  Duties  out  of 
income? — I think  he  should.  A prudent  person  really 
will. 

1217.  Can  they  really  be  regarded  as  separate?— 
By  the  individual,  possibly  not ; but  the  point  I was 
rather  making  was  that  the  fact  that  Death  Duties 
chargeable  under  the  existing  scale  would  be  heavy 
was  no  reason  for  reducing,  by  a sort  of  side  wind, 
the  amount  of  Income  Tax  to  which  a man  was 
liable. 

1218.  I am  looking  at  it  from  the  point  of  view  of 
policy  of  the  State.  I am  not  looking  at  it  from  a 
mathematical  or  actuarial  standpoint.  From  that 
particular  point  of  view  you  agree  that  in  any  in 
dividual  case  he  cannot  separate  them.  Can  the  State 
separate  them?  Because  surely  Death  Duties  are  a 
capital  tax ; and  is  it  not  very  important  from  the 
point  of  view  of  the  State  that  that  capital  which 
is  taken  by  the  State  and  spent  as  income  should  be 
replaced  in  order  that  the  total  taxable  capital  and 
income  of  the  country  may  not  be  reduced? — I think 
it  is  distinctly  advisable. 

1219.  How  can  the  State  look  at  the  two  sepa 
rately?  If  the  State  impose  a graduated  Income  Tax 
on  such  a scale  that  people  who  have  to  pay  Death 
Duties  cannot  find  any  money  out  of  income  and  must 
pay  it  all  out  of  capital,  and  if  the  State  then  spends 
that  capital  as  income,  will  not  the  taxable  corpus 
of  property  in  the  country  be  reduced?— Probably  not. 
It  would  tend  to  decrease  the  rate  of  increase  of  the 
corpus  of  capital.  It  probably  would  not  decrease  it, 
but  it  would  tend  to  decrease  the  rate  of  increase. 
But  my  whole  point  was  simply  this.  If  a man  is 
to  be  liable  under  the  law  to  Estate  Duty  of  30  per 
cent,  or  40  per  cent.,  and  to  Income  Tax  and  Super- 
tax at  over  10s.  in  the  pound — it  may  be  quite  wrong 
to  have  those  things,  but  if  those  are  the  facts — my 
whole  contention  was  that  it  scarcely  seemed  advis- 
able that,  by  means  of  a particular  process,  such  as 
Life  Assurance,  a man  could  pay  on  a large  part  of 
his  investment  a lower  rate  of  tax  than  the  law  makes 
him  liable  for. 

1220.  You  were  rather  putting  that  forward  from 
the  point  of  view  of  fairness  to  the  taxpayer,  were 
you  not? — Yes, 
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1221.  I was  not  at  that  point  at  all;  that  has  gone; 
I think  we  have  got  past  that,  and  I do  not  think 
the  question  of  fairness  to  the  taxpayer  really  comes 
in  in  this  matter  with  large  incomes  so  much,  because 
I think  it  is  recognized  that  the  main  necessity  is 
that  we  have  to  maintain  the  revenue  of  the  State 
in  a very  difficult  crisis  of  our  history.  My  point  of 
view  was  not  the  least  one  of  fairness  to  the  taxpayer, 
but  only  with  regard  to  the  maintenance  of  revenue. 
Does  it  not  occur  to  you  that  it  is  worth  while,  purely 
from  that  point  of  view,  to  try  and  offer  up  some 
counter  inducement  to  the  very  strong  causes  that  I 
have  referred  to  which  will  tend  against  the  con- 
servation of  capital  in  the  country?  Is  it  not  neces- 
sary or  desirable  to  offer  some  counter  inducement 
to  people  who  have  got  money  to  put  it  by  as  far  as 
they  can?  One  must  look  at  it  from  a sentimental 
and  human  nature  point  of  view,  but  it  is  not  a 
trait  of  human  nature  that,  if  a man  thinks  he  is 
getting  a little  bit  out  of  the  State  by  a side  wind, 
he  takes  a very  great  pleasure  in  it? — Quite. 

1222.  If  the  State  were  to  wink  at  something  of 
that  kind  and  gained  a sovereign  itself  where  it  only 
gives  a shilling  to  the  taxpayer,  do  you  not  think  that 
might  be  worth  doing  as  a matter  of  policy? — I think 
it  might.  I think  it  is  a very  good  thing ; but  when  it 
comes  to  paying  15  per  cent,  and  sometimes  30  per 
cent,  of  the  cost  of  the  investment,  I am  afraid  it 
is  going  a little  too  far. 

1223.  That  depends  on  what  you  are  going  to  get 
by  it.  However,  that  is  all  I wanted  to  put  to  you  on 
that  point.  There  is  one  other  point  I want  to  put 
to  you.  You  suggested  that  in  the  present  method  of 
levying  the  Income  Tax  a fund  is  created,  which  by 
overpayment  in  one  direction  might  be  applied  even 
to  the  extent  of  giving  people  a rebate  on  something 
they  have  never  paid ; that  is  to  say,  giving  them  a 
contribution  towards  a premium  which  they  have 
paid,  and  on  which  they  have  never  paid  any  Income 
Tax  at  all.  But  I think  it  was  suggested  by  Mr. 
Armitage-Smith  that  our  constitutional  parlia- 
mentary financial  system  is  that  you  cannot 
make  grants  to  anyone  except  by  a direct  vote  of 
Parliament,  and  you  cannot  take  money  that  you  have 
received  for  one  purpose  in  a particular  department, 
and,  because  you  think  it  is  fair  and  just,  pay  some- 
body else;  and  I venture  to  go  so  far  as  to  suggest 
to  you  that  there  is  no  such  thing  as  a State  fund, 
which  is  created  in  connection  with  one  particular 
purpose,  and  which  can  be  applied  to  some  ancillary 
object,  because  you  look  upon  it  as  part  of  that 
purpose.  The  State  revenue  is  all  collected  from 
different  sources  and  put  into  one  pond ; and  when 
you  have  poured  a bucket  of  water  into  a pond  you 
cannot  get  the  same  bucket  of  water  again ; you  can 
go  to  the  pond  and  get  a fresh  bucket  of  water, 
some  of  which  may  be  the  same  as  you  put  in  and 
some  of  which  may  be  what  other  people  put  in. 
Our  finance  is  like  that  pond;  and  if  you  once  begin 
these  cross  accounts  in  the  departments  might  you 
not  get  utter  confusion  in  the  departments? — Yes; 
that  is  a point  that  had  not  occurred  to  me.  What 
I say  is  that  the  State,  by  collecting  the  duty  from 
the  Life  Offices  in  the  way  they  do,  receives  a larger 
amount  for  Income  Tax  than  it  would  receive  if  the 
policyholders  were  taxed  at  the  rates  to  which  they 
individually  are  liable.  I did  not  go  on  to  consider, 
as  I ought  to  have  done,  how  that  excess  Income 
Tax  which  the  State  in  fact  gets  can  be  applied  to 
help  the  policyholder  who  does  not  pay  tax.  There 
may  be  the  difficulty  that  the  allowance,  if  it  were 
made  a uniform  amount  instead  of  a remission  of 
Income  Tax,  might  have  to  be  the  subject  of  a sepa- 
rate Parliamentary  vote.  I am  not  learned  in  Par- 
liamentary procedure,  but  I see  the  point;  and,  if  so, 
it  is  a difficult  one. 

1224.  Do  you  think  it  would  be  worth  while  to 
upset  the  uniformity  of  our  whole  financial  system 
for  that  purpose? — No,  frankly  I do  not  think  it 
would. 

1225.  Then  that  becomes  impracticable,  does  it 
not ? — I am  afraid  it  does,  but  there  are  pretty 
glaring  inequalities. 


1226.  Mr.  May : I will  not  question  you  at  all  upon 
the  scheme;  I have  learnt  sufficient  from  the  cross- 
examination  that  you  have  had ; but  I think  in  your 
evidence  there  is  no  reference  t-o  allowances  such  as 
those  for  wives  and  children? — No. 

1227.  But  in  answer  to  Mr.  Kerly  you  have 
assented  to  a suggestion  that  the  allowance  for  wives 
and  children  should  be  a fixed  proportion  of  the 
income? — Yes,  I thought  it  would  be  the  fairer 
arrangement. 

1228.  Do  you  think  there  is  any  justification  from 
the  point  of  view  of  the  State  in  making  that 
differentiation  between  the  value  of  wives.  For 
example,  do  you  think  a rich  man’s  wife 
is  worth  ten  times  more  to  the  State  than  mine 
is  and  should  be  treated  accordingly  in  the  matter 
of  Income  Tax? — I think  that  is  really  answered  by 
putting  a slightly  different  point:  there  seems  a 
great  deal  to  be  said  for  splitting  up  one  total 
income  among  the  number  of  people  who  are  depen- 
dent upon  it,  in  the  way  that  has  sometimes  been 
suggested;  something  in  the  nature  of  saying: — Here 
is  a man  with  a wife  and  three  children,  five  people 
altogether,  and  an  income  of  £1,000  a yea*.  I 
would  not  say  that  should  be  treated  as  five  incomes 
of  £200  each,  but  you  might  say  it  is  one  income  of 
£500,  and  four  incomes  of  £125.  Now  take  an  in- 
come that  is  half  that  amount — £500.  You  can  split 
it  up  into  one  income  of  £250,  and  four  incomes  of 
£62  10s.,  and  tax  them  accordingly,  and  I think  that 
would  be  a fair  arrangement.  That  would  mean  that 
where  there  was  an  equal  number  of  dependants,  on 
a large  income  as  on  a small,  there  would  be  a 
bigger  reduction  in  the  amount  of  taxation  but  not 
in  the  rate,  not  more  in  proportion  for  the  large 
income  than  there  would  be  for  the  small. 

1229.  Then  I must  take  the  point  made,  I think, 
bv  Mr.  Pretyman,  that  we  are  not  concerned  with 
fairness  to  the  citizen  but  with  income  to  the  State ; 
and  from  that  point  of  view  I suggest  to  you  that 
there  is  no  justification  for  making  that  differen- 
tiation?— No;  I think  you  cannot  say  off-hand  that 
fairness  is  a question  of  amount  and  not  a question 
of  proportion.  There  may  be  a lot  to  be  said  about 
it,  but  personally  I strongly  adhere  to  the  notion 
that  fairness  of  distribution  is  a question  of  propor- 
tion rather  than  of  fixed  amount. 

1230.  You  have  considerable  experience  of  the 
British  public,  and  I ask  whether  in  your  opinion 
it  is  a practical  proposition  that  would  be  accepted 
by  the  people  of  this  country,  that  there  should  be 
that  differentiation? — I should  think  it  would. 

1231.  In  the  value,  for  example,  in  the  education  of 
my  child  as  compared  with  the  education  of  the  child 
of  a man  with  ten  times  my  income ; his  educational 
cost  would  be  ten  times  as  much,  and  therefore  he 
should  have  a proportionate  allowance  from  the 
State? — Yes,  it  is  an  actual  expense  that  is  incurred, 
and  personally  I think  very  happily  and  properly 
incurred,  with  very  good  results  to  the  country,  and 
I think  the  proportion  basis  is  really  a much  fairer 
basis  than  the  amount  basis. 

1232.  In  the  early  part  of  your  evidence  you  evi- 
denced some  concern  for  the  poor  man? — Yes. 

11233.  Is  that  the  real  basis  of  your  proposals?-  - 
Unquestionably. 

1234.  Then  I am  afraid  I cannot  reconcile  them. 

1235.  Mr.  Marks  : May  I just  say  one  more  thing, 
because  it  has  a bearing  on  the  question  in  regard 
to  premium  and  the  amount  of  favour  or  disfavour 
with  which  the  whole  question  is  regarded.  The 
greatest  difference,  as  Mr.  Schooling  has  pointed 
out,  arises  in  the  case  of  those  short  term  Endowment 
Assurances,  which  get  full  benefit  of  the  6s.  rate. 
But  that  is  limited  to  policies  granted  before  the 
22nd  June,  1916,  and  that  limit  was  put  in  because 
it  was  felt  that  those  policies  in  the  nature  of  things 
will  very  soon  have  expired,  and  the  advantage  which 
they  were  getting  will  be  only  a temporary  one. 

1236.  Chairman : Thank  you  very  much  for  your 
evidence,  Mr.  Schooling. 
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THIRD  DAY, 

Wednesday,  21st  May,  1919. 


Present  : 

LORD  COLWYN  (in  the  Chair). 


Sir  T.  P.  WHITTAKER. 

Mr.  BOWERMAN. 

Mr.  PRETYMAN. 

Sir  E.  E.  NOTT-BOWER. 

Sir  J.  S.  HARMOOD-BANNER. 
Sir  W.  TROWER. 

Mr.  HOLLAND-MARTIN. 

Mr.  ARMITAGE-SMITH. 

Mr.  WALKER  CLARK. 

Mr.  GRAHAM. 


Mr  KERLY. 

Mrs.  KNOWLES. 

Mr.  MACKINDER. 

Mr.  McLINTOCK. 

Mr.  MANVILLE. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 

Professor  PIGOU. 

Mr.  SYNNOTT. 


Mrs  Or.n.vrE  Gordon,  D.Se.,  Pli.D.,  President  of  the  National  Council  of  Women  of  Great  Britain  and  Ireland, 

called  and  examined. 


The  witness  handed  in  the  following  statement  as 
her  evidence-in-chief  : — 

1237.  (1)  Hate  of  taxation  on  incomes  under  £500. 
The  present  rates  of  Income  Tax,  2s.  3d.  on  earned 
and  3s.  on  unearned  incomes  not  over  £500,  press 
very  heavily  on  these  small  incomes. 

Example.  1. 

Wife  earns  

Private  income  


£ 8.  d. 
23  1 3 


Less  abatement  

Pays  tax  on  balance  of  unearned 
income  ... 

Husband  earns  

Less  abatement  £120 

.Wife’s  allowance  ...  ...  £25 


£ £ 
100 
100 

200 

100 

100  at  3/-  15 
250 


d. 


Pays  tax  on  

Total  Income  Tax  paid  on  joint 
income  of  £450  

E cample  2. 

Unearned  income' 450 

Less  abatement  ...  £100 

Wife’s  allowance £-5 


145 

105  at  2/5  11  10 


Pays  tax  on 
Total  Income  Tax  paid  ou  single 
income  of  £450... 

Example,  3. 

Wife’s  income 
Husband’s  earned  income 
A llnwances — 

Abatement  ...  ...  £120 

Wife’s  allowance  ...  £25 

Children's  allowance  (2)  £50 

Balance  of  taxable  income  ... 

(o)  Total  Income  Tax  paid  on 
single  income  of  £350 


125 

325  at  3/-  48  15 


Nil. 

350 


(/,)  If  no  children  the  tax  is  pay- 
able on  £205  and  the  total 
Income  Tax  paid  is  at  2/3 

1238.  (2)  Limit  of  exemption. 

Letters  have  been  sent  me  by  single  educated  women 
whose  earnings  are  from  £120  to  £200  per  annum, 
and  by  widows  with  small  incomes,  complaining  of 
the  present  low  limit  of  exemption  and  also  of  the 
method  of  collection,  whereby  the  tax  on  unearned 
income  is  assessed  at  the  highest  rate  and  taxed  at 
the  source,  causing  difficulty  and  delay  in  recovering. 

Example  4.  £ £ s.  d. 

Widow’s  income  from  interest  on 
Investment  of  husband’s  Life  In- 
surance policy  ...  •••  •••  260 

Less  abatement  £120 

Allowance  for  2 children  ...  £50 

170 

Taxable  income  ...  •••  •••  90 

Income  Tax  at  3/-  

The  Income  Tax  deducted  from  such  an  income  at 
the  source  would  be  assesse'd  at  the  highest  rate  (6s.), 
and  would  amount  to  £78.  A proportion  of  this  sum 
would  be  recoverable,  but  only  after  a delay,  which, 
in  the  case  of  small  incomes,  may  frequently  cause 
a good  deal  of  inconvenience,  if  not  of  privation. 

Again,  the  persons  claiming  rebate,  have  to  sign 
a declaration  that  they  have  been  in  Great  Britain 
48  15  6 during  more  than  six  months  of  the  financial  year 

— for  which  they  ask  rebate.  Artists  who  wish  to  paint 

abroad,  girls  studying  languages,  middle-aged  women 
who,  by  working  hard  have  saved  a small  competence 
and  wish  to  concentrate  in  a few  years  all  the  travel- 
ling they  could  not  do  before,  are  thus  fined  more 
than  quarter  of  their  income. 


13  10  0 


1239. 


195 

155  at  2/3  17 


(3)  Joint  assessment  of  married  persons’ 

incomes. 


The  present  method  of  assessing  the  incomes  of 
married  people  amounts  to  a tax  upon  marriage.  I a 
couple  live  together  without  legalized  union,  their 
incomes  are  assessed  separately. 
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Example  5.  £ 

(a)  Married  couple — 

Wife's  private  income  ...  200 
Husband’s  earned  income  ...  416 


Less  abatement 
Wife’s  allowance 


Taxable  balance 
£200  at  3/9  ... 
£321  at  3/-  ... 


616 

...  £70 

...  £25 

95 

521 


37  10  0 
48  3 0 


An  anomalous  result  of  the  joint  assessment  of  the 
inoome  of  husband  and  wife  appears  when  one  com- 
pares the  total  Inoome  Tax  paid  on  a joint  income  of 
£450,  taxed  separately,  as  in  Example  I,  with  that  on 
a joint  income  over  the  £500  limit,  separate  taxation, 
say  £600,  where  the  parties  would  not  be  entitled  to 
separate  abatement  and  the  whole  income  would  be 
treated  as  the  husband’s  income. 

The  result  would  work  out  as  follows : — 

Example  8.  £ £ s.  d 

Wife  earns  100 

Wife’s  private  income 100 


Income  Tax 85  13  0 


(ft)  Couple  not  married — same  in- 

come — 

Woman’s  private  income  ... 

200 

Abatement  

120 

Taxable  balance  

80  at  3/- 12  0 0 

Man’s  earned  income 

416 

Less  abatement 

100 

Taxable  balance  

316 

Income  Tax  at  2/3  ... 

35  11  0 

200 

Husband  earns  ... 

400 

Total  income  ... 

600 

Less  abatement  .. 

£100 

Wife's  allowance 

(taken  from  earned 

income)  

£25 

125 

Balance  of  taxable  income 

475 

£375  at  3/-  

£100  at  3/9  (Wife’s  private  in- 
come of  £100)  


56  5 0 
18  15  0 


47  11  0 


The  tax  upon  marriage  is  therefore  £38  2s.  0 d. 

Example  6. 

£ 

£ s. 

d 

(a)  Married  couple — 

Wife’s  unearned  income 

600 

Husband’s  unearned  income 

600 

Total  taxable  income 

1,200 

Income  at  4/6 

270  0 

0 

(ft)  Couple  not  married — 

Woman’s  unearned  income... 

600 

Less  abatement  

100 

Taxable  balance  

500 

Income  Tax  at  3/9  ... 

93  15 

0 

(Man’s  income  same  in  all 

respects.) 

Income  Tax 

93  15 

0 

£187  10 

0 

The  tax  upon  marriage  in  this  case  is  £82  10s.  0 cl. 


Example  7.  £ £ s.  d. 

(a)  Married  couple — 

Wife’s  private  income  (un- 
earned)   200 

Husband’s  private  income 

(unearned) 200 

Husband’s  earned  income  ...  500 


£75  0 0 


It  will  be  seen  that  the  addition  of  £150  to  the  total 
joint  income  (even  when  the  addition  is  all  earned) 
involves  a married  couple  in  the  payment  of  £75  tax 
as  against  £26  16s.  3d.  An  increase  of  £150  in  inoome 
therefore  entails  an  additional  tax  liability  of 
£48  3s.  9d. 

Such  a state  of  affairs  is  indefensible. 

If  the  married  couple  referred  to  had  two  children 
under  16  years  of  age,  then  the  tax  payable  on 
the  joint  income  of  £450  would  be  reduced  from 
£26  16s.  3d.  to  £31  3s.  9d. ; and  on  the  joint  income 
of  £600  the  tax  of  £75  would  be  reduced  to  £67  10s. 


1240.  (4)  Singly-earned  incomes. 


Take  again  two  examples  where  the  husband  is  the 
only  earner,  to  illustrate  disproportionate  relation 
between  the  rise  in  the  amount  of  tax  and  that  in 
the  household  inoome. 


Example  "9. 

Wife  earns 
Husband  earns  ... 


£ £ s.  d. 

Nil 
500 


Total  income 
Allowances — 
Abatement... 
Wife 


500 

...  £100 
...  £25 

125 


Total  income 

...  900 

Allowances  ... 

...  Nil. 

Taxable  income 

...  900 

£200  at  3/9  ... 

37 

10 

0 

£200  at  3/9  ... 

37 

10 

0 

£500  at  3/- 

75 

0 

0 

150 

0 

0 

Couple  not  married — 

Woman’s  private  income  . 

..  200 

Less  abatement 

..  120 

80 

Tax  at  3/-  ... 

12 

0 

0 

Man’s  private  income 

..  200 

Man’s  earned  income 

..  500 

Total  income 

..  700 

Abatement 

..  70 

Taxable  income 

..  630 

Tax  on  £200  at  3/9  ... 

37 

10 

Tax  on  £43')  at  3/-- ... 

64 

10 

0 

114  0 _0 

The  tax  on  marriage  in  this  case  is  £36  0s,  0d, 


Balance  of  taxable  income 

375  at  2/3  42  3 9 

If  there  were  2 children 
under  16  the  balance  of 

taxable  income  would  be 

325  at  2/3  36  11  3 

If  there  were  4 children 

under  16  the  balance  of 

taxable  income  would  be 

275  at  2/3  30  18  9 

Example  10. 

£ £ s.  d. 

Wife  earns  

Nil 

Husband  earns  ... 

650 

Total  income 

650 

A llowances — 

Abatement £70 

Wife  £25 

— 

95 

Balance  of  taxable  income 

555  at  3/-  83  5 0 

If  2 children  under  16  tax 

payable  would  be 

505  at  3/- 75  15  0 

If  4 children  under  16  tax 

payable  would  be 

455  at  3/-  68  5 0 
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Compare  this  example  with  No.  9.  It  will  be  seen 
that  where  the  husband  is  the  sole  earner,  an  increase 
of  £150  in  income  renders  the  married  couple  liable  to 
about  £40  further  tax.  Comparing  this  example  with 
No.  1,  a difference  of  £200  income  from  £450  to  £650 
entails  an  increase  of  tax  of  nearly  £60 — £26  16s.  3d. 
becoming  £83  5s.  Od.  This  sharp  increase  shows  the 
advantage  of  separate  assessment  in  the  case  of  the 
£450,  and  it  also  raises  the  question  of  the  desira- 
bility of  extending  more  liberal  treatment  to  the 
married  man  who  is  the  sole  support  of  both  wife  and 
children. 

It  is  to  be  noted  that  where  the  family  income  is 
earned  by  one  member  only — whether  wife  or 
husband — and  where  that  income  is  under  £500  p.a., 
the  Income  Tax  is  very  much  greater  than  in  the  cases 
where  the  income  is  jointly  earned  by  husband  and 


wife,  and  assessed  separately. 
Example  11.  (Same  ns  Example  1.) 

£ £ 

s.  d. 

Wife  earns  

100 

Wife’s  private  income 

100 

200 

Less  abatement  

100 

Taxable  income  ... 

100  at  3/-  15 

0 0 

B usband  earns  

Abatement  £120  and  allowance 

250 

for  wife  £25  

145 

Taxable  income  

105  at  2/3  11 

16  3 

Tax  on  total  income  of  £450 

26 

16  3 

Example  12. 

Wife’s  income  ...  ...  ...  Nil. 

Husband  earns  350 

Abatement  £120  and  allowance 
for  wife  £25  145 

Taxable  income  ...  ...  ...  205  at  2/3  23  1 3 

He  thus  pays  almost  the  same  tax  on  £350,  as 
husband  and.  wife  pay  on  separately  earned  incomes 
■amounting  to  £450,  of  which  £100  is  unearned.  If 
there  were  two  children — £50  at  2s.  3d.  = £5  12s.  6d. 
the  tax  would  be  £17  8s.  9d. 

This  acts  very  hardly  on  those  cases  where  the  wife 
is  required  at  home  to  attend  to  the  household  duties, 
and  to  bring  up  a young  family. 

1241.  (5)  Unearned  incomes. 

The  following  examples  illustrate  cases  of  unearned 
inoome  only — where  neither  husband  nor  wife  works 
for  a living.  In  all  these  cases  it  is  quite  immaterial 
(at  the  present  time)  whether  the  income  arises  from 
the  wife’s  investments  or  the  husband’s  investments, 
as  there  are  no  separate  abatements  or  allowances. 
These  examples  are  merely  given  to  show  the 
different  amounts  of  tax  payable  on  incomes  of  vari- 
ous amounts  so  that  comparison  may  be  made  with 
the  cases  of  earned  incomes  already  illustrated. 

Example  13.  £ £ s.  d 

Wife’s  income  (unearned)  ...  200 

Husband’s  income  (unearned)  ...  400 

600 

Less  abatement  £100 

Wife’s  allowance £25 

125 

Balance  of  taxable  income  ...  475  at  3/9  89  1 3 


Compared  with  Example  8 or  with  Example  10,  it 
is  apparent  that  on  moderate  incomes  of  this  amount 
the  tax  payable  on  earned  income  is  nearly  as  great 
as  on  purely  unearned  income. 

"7880 


Example  14.  £ £ s.  d. 

Wife’s  income  (unearned)  ...  100 

Husband’s  income  (unearned)  ...  250 

350 

Less  abatement  £120 

Wife’s  allowance  ...  ...  £25 

145 

Balance  of  taxable  income  ...  205  at  3/- 30  15  0 

If  there  were  2 children  tax  would 
be  payable  on  £155  at  3/-  ...  23  5 0 

Compare  with  Example  3 which  shows  that  the 
earned  income  of  £350  suffers  nearly  as  much  tax  as 
the  unearned  income  of  the  same  amount. 

If  the  proposed  legislation  to  treat  as  quite  separate 
the  incomes  of  husband  and  wife  should  become  opera- 
tive, the  following  sums  would  become  payable  by  the 
husband  and  wife  respectively  in  certain  of  the 
examples  previously  stated.  For  the  sake  of  brevity 
the  income  figures  are  not  again  repeated. 

The  allowance  for  a wife  would  naturally  disappear 
and  we  have  omitted  the  allowances  for  children  in 
order  to  simplify  the  calculations — although  it  is 
assumed  that  children  allowances  still  continue  as 
heretofore  up  to  the  present  limits. 


(1)  That  the  rate  of  taxation  on  incomes  under 
£500,  whether  earned  or  unearned,  presses  too  heavily 
upon  comparatively  poor  people.  For  example,  a tax 
of  £23  Is.  3d.  (Example  3)  on  an  earned  income  of 
£350,  or  a tax  of  £48  15s.  (Example  2)  on  an  un- 
earned income  of  £450  constitutes  a very  serious  hard- 
ship. 

(2)  The  National  Council  of  Women  have  received 
many  requests  from  single  women,  who  are  entirely  de- 
pendent upon  their  own  earnings,  for  representation 
of  their  difficulties.  While  submitting  their  case  for 
raising  the  limit  of  exemption,  the  Council  fully 
realize  the  complex  questions  that  are  involved  and 
have  not  themselves  come  to  a finding  on  this  very 
controversial  point.  Many  such  women  earn  from 
£150  to  £200,  which  is  a sum  barely  sufficient  for 
their  needs,  and  leaves  little  margin  for  making  pro- 
vision for  illness  or  superannuation.  They  urge  that 
the  limit  of  exemption  should  be  raised  to  £160,  and 
the  relief  thus  gained  would  represent  about  the 
amount  that  they  could  afford  to  lay  by  as  some 
provision  for  sickness  and  old  age.  They  also  point 
out  that  the  need  for  such  provision  is  very  urgent 
in  the  case  of  single  women,  as  they  have  no  children 
on  whom  they  can  rely  for  support  when  too  old  to 
work. 

(3)  Taxation  of  savings. — A very  large  number  of 
small  unearned  incomes  represent  the  result  of  thrift 
exercised  for  the  benefit  of  dependants,  or  for  pro- 
vision for  old  age,  and  are  really  earned. 

The  widow,  who  brings  up  her  family  on  the  income 
derived  from  her  husband’s  Life  Insurance  policy, 
or  the  spinster  who  is  enabled  to  retire  on  a defended 
insurance,  is  living  really  on  earned  income,  often  a 
very  small  one.  It  is,  therefore,  recommended  that, 
as  a relief  and,  further,  as  encouragement  for  thrift, 
unearned  incomes  of  less  than  £500  be  treated  in  all 
respect  as  earned  incomes. 

(4)  Allowances. — Where  the  earnings  of  either  hus- 
band or  wife  form  the  sole  provision  for  the  family, 
an  increase  of  the  abatement  of  £25,  “ wife’s  allow- 
ance,” to  £50  would  be  a great  relief  to  incomes  under 
£500.  This  allowance  should  also  be  made  applicable 

E 


64 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


21  May , 1919.]  Mrs.  Ogilvie  Gordon.  [ Continued . 


to  husbands  who,  for  reasons  of  health,  are  unable 
to  earn  provision  for  their  families  and  are  dependent 
upon  the  wife.  This  relief  is  even  more  urgently 
heeded  than  abatement  for  wife’s  allowance  for  the 
following  reasons : — 

(1)  A woman  receives  in  almost  every  case  lower 

rate  of  payment  than  a man,  therefore  the 
wife  who  has  to  maintain  her  husband  and 
family  does  it  under  disadvantageous  con- 
ditions. 

(2)  A wife,  who  is  maintained  by  her  husband, 

normally  contributes  to  the  family  main- 
tenance by  her  work  in  the  home ; a depen- 
dent invalid  husband,  on  the  other  hand, 
is  not  only  unable  to  help  in  the  home,  but, 
if  his  wife  is  supporting  him  by  her  earn- 
ings, paid  help  must  be  engaged  to  do  the 
home-keeping. 

(5)  In  the  cases  of  single-earned  incomes,  it  is  very 
desirable,  in  the  interests  of  the  children,  that  the 
age-limit  of  the  children  allowances  should  be  raised 
from  16  to  18,  in  order  that  every  encouragement  and 
help  may  be  given  to  parents  to  continue  the  educa- 
tion of  their  children  to  the  later  age. 

(6)  The  allowance  for  Life  Insurance  premiums 
should  stand  as  at  present.  Life  Insurance,  particu- 
larly Endowment  Insurance,  is  the  safeguard  against 
staggering  poverty  for  widows  and  young  fatherless 
children,  it  also  presents  an  opportunity  for  some 
measure  of  compulsory  thrift  that  exists  in  no  other 
equally  attractive  form. 

(7)  The  children  allowances  might  be  extended  in 
the  case  of  purely  earned  incomes  (say,  up  to  £800  a 
year)  when  the  taxpayer  is  a widow  with  children 
under  16  or  18.  In  such  cases  it  is  impossible  for  her 
to  supplement  her  income  to  any  appreciable  extent. 
Yet,  as  the  law  stands  at  present,  a spinster  or  bache- 
lor with  £850  a year  unearned  income  pays  not  a 
penny  more  tax  than  the  widow  with,  say,  two  children 
under  16  and  two  children  over  16.  A point  specially 
affecting  women  arises  when  a young  widow  left  with 
young  children  has  no  alternative  but  to  enter  employ- 

r This  concludes  the 

1243.  Chairman : Mrs.  Gordon,  do  you  represent 
yourself  or  your  Organisation? — I am  hoping  to  repre- 
sent, as  truthfully  as  I can,  what  I believe  to  be  the 
feeling  of  my  Organisation,  and  not  my  own  views. 

1244.  Your  statement  has  not  been  adopted  by  your 
Organisation  ?— I have  carefully  asked  the  Organisa- 
tion to  give  me  an  indication,  so  far  as  could  be  done 
without  a general  meeting,  through  the  Executive 
Committee,  of  their  views  on  the  most  important 
points  which  I told  them  I should  submit;  and  I 
gathered  from  the  tenor  of  the  remarks  of  the  Execu- 
tive what  they  would  like  me  to  put  before  you. 

1215.  We  have  your  statement  of  your  evidence-in- 
chief. I suggest,  if  it  will  be  quite  agreeable  to  you, 
that  you  need  not  now  go  through  the  first  part  of 
it  and  all  the  Examples.  Mr.  Clark  assures  me  that 
those  Examples  have  been  examined,  and  the  figures 
that  you  put  there  are  correct.— Yes ; Mr.  Clark  very 
kindly  revised  them  for  me. 

1246.  I think  perhaps  you  may  take  your  Recom- 
mendations and  amplify  them.  If  you  will  read  your 
Recommendations  fully,  then  you  can  utilize  your 
arguments  and  your  figures  where  you  want  them  — 
A.m  I to  read  them,  Recommendation  by  Recomenda- 
tion,  and  let  the  members  of  the  Commission  ask 
any  questions  that  they  desire? 

1247.  You  can  read  the  Recommendations,  and  if 
you  like,  amplify  as  you  go  along  any  points  that 
strike  you  as  being  arguments  in  favour  of  your 
Kecommendations. — Then,  my  lord,  is  it  your  wish 
to  ask  me  further  questions  at  the  end  of  the  whole  ? 

1248.  Yes— You  would  not  think  it  desirable' to  ask 
me  questions  at  the  end  of  each  Recommendation? 

1249.  No.  We  have  subjected  some  of  the  witnesses 
to  a very  close  examination  by  the  Commissioners; 
they  will  ask  you  questions  at  the  end  of  your  Recom- 
mendations, after  your  statement.  It  would  really 
take  too  much  time  to  read  the  whole  of  your  state- 
ment now.— Quite  ; I am  in  the  hands  of  vour  lord- 
ship. 


ment  or  set  up  in  business  for  herself  in  order  to 
keep  herself  and  her  children  in  comfort  and’  give 
the  young  ones  a decent  education.  In  such  cases  it 
is  thought  some  extra  relief  from  taxation  should  be 
given  to  her  up  to  a certain  limit  of  income. 

(8)  J oint  Assessment. — The  incomes  of  husband  and 
wife  should  be  separately  assessed;  the  effect  of  the 
present  system  being  that  it  is  cheaper  for  men  and 
women  to  live  together  without  legal  bond  than  with 
one.  The  National  Council  of  Women  urge  immediate 
reform  on  this  system  of  taxation,  both  on  the  grounds 
of  morality  and  equity.  It  is  a method,  moreover, 
wholly  inconsistent  with  the  intentions  of  the  Married 
Women’s  Property  Act. 

A curious  anomaly  is  created  by  the  proviso  that 
in  order  to  obtain  separate  assessment  for  incomes 
under  £500  the  wife  must  not  be  employed  by  her 
husband.  This  affects  people  who  have  small  busi- 
nesses managed  jointly  by  husband  and  wife. 

Example. — Man  and  his  wife  managing  a butcher’s 
business.  Man  and  his  wife  managing  a baker’s 
business.  If  the  butcher’s  wife  keeps  her  husband’s 
books,  and  the  baker’s  wife  attends  to  the  baker's 
shop,  they  have  exemption  on  £120  of  their  joint 
income  from  the  business.  If,  however,  the  butcher’s 
wife  attends  to  the  baker’s  shop,  and  the  baker’s  wife 
keeps  the  butcher’s  books,  they  have  exemption  for 
£120  on  each  income. 

It  is  difficult  to  devise  any  scheme  that  will  ensure 
absolutely  automatic  equitable  treatment  for  every  tax- 
payer, whether  man  or  woman,  married  or  single — and 
whether  with  or  without  responsibilities  and  burdens 
that  must  always  vary  in  greater  or  lesser  degree. 
This  is  particularly  so  amongst  all  classes  of  people 
and  in  all  walks  of  life  where  the  total  income  ranges 
from  £156  to  £1,000  a year. 

But  it  is  abundantly  clear  that  most  cases  of  real 
hardship  crop  up  within  the  limits  of  £300  and 
£1,000,  and  especially  when  the  major  portion  of 
the  income  is  earned.  It  is,  therefore,  to  these  oases 
more  particularly  that  the  National  Council  of  Women 
desire  to  direct  the  consideration  of  the  Commission 

evidence-in-chief ."] 

1250.  Please  read  your  Recommendations,  and  it 
will  be  quite  in  order  to  make  any  remarks  that  you 
wish  to  make,  while  you  are  reading  you?  Recommen- 
dations.— The  first  Recommendation  that  I should  like 
to  submit  is  that  there  is  a very  general  feeling 
amongst  women- that  the  rate  of  taxation  on  incomes 
under  £500,  whether  earned  or  unearned,  presses  too 
heavily  upon  comparatively  poor  people  of  limited 
incomes.  For  example,  a tax  of  £23  Is.  3d.,  as  shown 

%in  example  3,  on  an  earned  income  of  £350,  or  a tax 
of  £48  15s.  0d.,  as  shown  in  example  2,  on  an  un- 
earned income  of  £450,  constitutes  a very  serious 
hardship.  You  will  observe  that  the  tax  of  £48  15s.  Od. 
is  more  than  10  per  cent,  of  the  comparatively  small 
income — an  unearned  income — and  we  may  take  it 
that  as  a rule  where  an  income  is  small  and  wholly 
unearned  the  possessor  is  not  in  a position  to  amplify 
the  income. 

1251.  The  National  Council  of  Women  have  received 
many  requests  from  single  women  who  are  entirely 
dependent  upon  their  own  earnings,  or  saved  earn- 
ings classed  as  “ unearned  ” income,  that  we  should 
represent  their  particular  difficulties  to  your  Com- 
missioners, with  a view  to  raising  the  limit  of  exemp- 
tion. In  doing  so,  I should  like  to  say  that  my  Execu- 
tive fully  realized  the  great  difficulty  of  dealing  with 
this  particular  question,  and  requested  me  to  submit 
it  to  you  simply  as  evidence,  and  not  as  an  expression 
of  their  considered  opinions.  They  recognized  that  it 
was  a highly  controversial  subject,  and  that  they 
could  not  in  the  time  available  at  one  meeting  discuss 
it  adequately.  Many  of  these  single  women  earn  from 
£150  to  £200,  which  is  a sum  barely  sufficient  for  their 
needs,  and  leaves  little  margin  for  making  provision 
for  illness  or  superannuation.  They  urge  that  the 
limit  of  exemption  should  be  raised  to  £160,  and  the 
relief  thus  gained  would  represent  about  the  amount 
that  they  could  afford  to  lay  by  as  some  provision  for 
sickness  and  old  age.  They  also  point  out  that  the 
need  for  such  provision  is  very  urgent  in  the  case  of 
single  women,  as  they  have  no  children  on  whom  they 
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can  rely  tor  support  when  too  old  to  work.  Under  the 
circumstances,  I do  not  wish  to  amplify  that  point 
but  to  place  it  before  you  for  your  consideration.  1 
have  had  several  letters  about  it. 

1252.  Then  in  regard  to  taxation  of  savings  ; this 
we  feel  very  strongly  about.  A very  large  number  o 
small  unearned  incomes  represent  the  result  of  thrift 
exercised  for  the  benefit  of  dependants,  or _ for  pro- 
vision  for  old  age,  and  are  really  earned.  The  widow, 
who  brings  up  her  family  on  the  income  derived  hom 
her  husband’s  Life1  Insurance  policy,  or  the  spinstei 
who  is  enabled  to  retire  on  the  income  derived  from  a 
deferred  insurance,  is  living  really  on  earned  income, 
often  a very  small  one.  It  is  therefore  recommended 
that  as  a relief,  and  further  as  encouragement  tor 
thrift,  unearned  incomes  of  less  than  £500,  be  treated 
in  all  respects  as  earned  incomes.  I should  like  to 
point  out  that  many  wives  really  assist  in  the  earning 
or  saving  of  incomes  that  are  put  down  to  then- 
husbands’  credit,  in  so  far  as  they  exercise  thrift  in 
the  household.  They  take  the  part  of  a housekeeper, 
but  receive  no  remuneration  as  such.  Again  many  ot 
them  keep  a boarding  house,  that  is.  they  do  some- 
thing really  commercial,  but  do  not  enter  the  money 
as  belonging  to  themeselves,  and  later  after  the 
husband’s  death  they  may  receive  it  back  again .in 
the  form  of  a capital  sum  whose  interest  is  called 
unearned  income  as  if  it  had  all  come  from  the 
husband. 

1253  Then  with  regard  to  allowances.  Where  a hus- 
band’s earnings  form  the  sole  provision  for  the  family, 
an  increase  of  the  abatement  of  £25  wife  allow- 
ance ” to  £50  would  be  a great  relief  to  incomes 
under  £500.  This  allowance  should  also  be  made 
applicable  to  husbands  who,  for  reasons  of  healthy 
are  unable  to  earn  provision  for  their  families,  .and 
are  dependent  upon  the  wife’s  earnings.  This  relief 
is  even  more  urgently  needed  than  an  increase  of  the 
“ wife  allowance  ” to  the  husband,  for  the  following 
reasons : — 

(1)  A woman  receives  in  almost  every  case  lower 

rate  of  payment  than  a man,  therefore  the 
wife  who  has  to  maintain  her  husband  and 
family  does  it  under  disadvantageous  con- 
ditions. 

(2)  A wife,  who  is  maintained  by  her  husband, 

normally  contributes  to  the  family  mainte- 
nance by  her  work  in  the  home;  a de- 
pendent invalid  husband,  on  the  other 
hand,  is  not  only  unable  to  help  in  the 
home,  but,  if  his  wife  is  supporting  him 
by  her  earnings,  paid  help  must  be  engaged 
to  do  the  home-keeping. 


remain  at  school  in  some  form  up  to  the  age  of  18. 
Seeing  that  now  this  principle,  for  which  many  of  us  - 
have  struggled  for  a quarter  of  a century,  has  been 
recognized  in  the  new  Education  Act,  it  appears  that 
this  is  the  psychological  moment  when  Income  Tax 
Acts  and  other  Acts  should  be  brought  into  harmony 
with  a protracted  period  of  education  for  our  young 
citizens,  and  that  allowances  should  be  made 
accordingly. 

1255.  Then  the  allowance  for  Life  Insurance  pre- 
mums  should  stand  as  at  present.  (We  all  know 
there  has  been  some  talk  of  lowering  that.)  Life 
Insurance,  particularly  Endowment  Insurance,  is  the 
safeguard  against  staggering  poverty  ft or  widows  and 
young  fatherless  children;  it  also  presents  an  oppor- 
tunity for  some  measure  of  oomputory  thrift  that 
exists  in  no  other  equally  attractive  form.  Oi 
course,  I use  the  term  “ compulsory  in  this  way: 
a person  starting  to  pay  a Life  Insurance  premium, 
whatever  the  temptation  may  be  in  a particular  yeal , 
feels  the  obligation  upon  him  or  her  to  continue  that 
form  of  premium ; and  I think  it  is  one  that  ought  to 
be  encouraged,  for  the  sake  of  all.  concerned. 

1256.  Further,  with  regard  to  children  allowances. 
These  we  think,  might  be  extended  in  the  case  of 
purely  earned  incomes  (say  up  to  £800  a year)  when 
the  taxpayer  is  a widow  with  children  under  16  or  18. 
?n  S cXes  it  is  impossible  for  ter  to  ^upplemen 
her  income  to  any  appreciable  extent  Jn ‘w  with 
law  stands  at  present,  a spinster  °r  ^ehelor  with 
£850  a year  unearned  income  pays  not  a p y 
tax  than  the  widow  with,  say,  two  children  under  16 
and  two  children  oyer  16.  A point 
women  arises  when  a young  widow  left  "nth 
children  has  no  alternative  but  to  enter  employment 
or  8Tup  in  business  for  herself  in  order  to  keep  her- 
self and  her  children  in  comfort.  In  such  cases  it  is 
thought  some  extra  relief  from  taxation  should  be 
givei  to  her  up  to  a certain  limit  of  “come.  I have 
had  requests  from  widows  that  we  should  cariy  out 
a propagandist  campaign  on  this  particular  pom  . 

1267.  In  respect  of  joint  assessment  we  are  »teon|ly 
nf  oninion  that  the  incomes  of  husband  and  wile 
should  be  separately  assessed,  the  effect  of  the  present 
system  being  that  it  is  cheaper  for  men  and  women 
to  live  together  without  legal  bond  than  with  onm 
The  National  Council  of  Women  urge  immediate 
reform  of  this  system  of  taxation,  both  on  the  giounds 
of  morality  and  equity.  It  is  a method noreover 
wholly  inconsistent  with  the  intentions  of  the  Married 
Women’s  Property  Act.  I should  like  you,  in  con- 
sidering this  important  question,  to  think  very  care, 
fully  of  all  that  it  means  to  both  men  a“d  "'°™e  ; 
In  my  opinion,  the  result  in  Ta'uc  to  the 
marriage  between  two  individuals  *ould  not  be ^ 


This  point  of  the  invalid  husband  is  one  that  I have 
not  observed — I mean,  I have  not  seen  it  noted  in 
connection  with  allowances — but  I have  seen  it  in 
actual  everyday  life;  and  there  is  no  question  that 
these  cases  are  likely  to  increase  in  number  in  the 
forthcoming  years,  because  we  shall  have  so  many 
of  the  men  home  from  the  war  who  have  weakened 
frames  and  a lowered  state  of  health,  and  who  will 
sooner  or  later  become  largely  dependent  on  the 
women.  There  are  always  a number  of  cases  of  wives 
maintaining  invalid  husbands  in  fa<?tory  towns  and 
elsewhere,  quite  apart  from  the  abnormal  conditions 
that  we  shall  have  to  face  owing  to  the  war.  I should, 
therefore,  like  you  really  to  consider  this  as  rather  a 
new  point,  and  one  that,  especially  at  this  moment 
in  our  national  life,  is  deserving  of  careful  thought. 

1254.  In  the  cases  of  single-earned  incomes,  it  is 
very  desirable,  in  the  interests  of  the  children,  that 
the'  age-limit  of  the  children’s  allowances  should  be 
raised  from  16  to  18,  in  order  that  every  encourage- 
ment may  be  given  to  parents  to  continue  the  educa- 
tion of  their  children  to  the  later  age.  I may  say 
that  this  is  a point  for  which  I should  specially  like 
to  appeal.  I have  been  all  my  public  life  particularly 
interested  in  any  reform  which  should  make  it  possible 
for  families  to  forego  the  wages  of  school-going 
children  and  adolescents,  and  to  enable  these  young 
people  to  receive  every  benefit  of  education  and  to 


the1  State  gets  rather  more  money 

ft 

State  shotld  simply  be  that  these  two  individuals 
undertake the  baling  of  children  and  rearing them 
in  comfortable  well-conducted  homes,  in  such  ;VJa-T 
that  these  children  are  lWy  to  become  8“d  °'*™s 
This  undertaking  can  only  be  fulfilled  by  husbands 
and  wives  conjointly;  and  it  is  therefore  logically 
correct  that  the  State,  in  determining  Income  Tax 
on  a married  couple,  should  make  allowances  i: n the 
case  of  small  incomes  for  either  memtoj 

made  or  held  by  either  wife  or  husband  could  pre 
sumably  be  made  or  held  by  them  whether ^married  0 
unmarried  and  should  not  be  taxed  differently,  what- 
eve“  the  state  of  the  individual  is  single  or  marmd. 
The  Married  -Women’s  Property  Act  recognises  this 
principle  of  the  wife’s  control  of  her  own . money . and 
it  is  little  less  than  Gilbertian  to  ignore  this  principle 
n another  relation  of  the  State  to  marriage  The 
slate  may  be  justly  said  to  have  recognised  that 

marriage  ' is  not  a oommercial  partnership  between 

men  aid  women,  between  husband  and  wife,  but 

partnership  of  family  duty  ■„  that 

A curious  anomaly  is  created  by  the  P™vis° .that 
in  order  to  obtain  separate  assessment  for  earned 
incomes  under  £500.  the  wife  must  not , be  employed 
by  her  husband.  This  affects  people  who  have  small 
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businesses  managed  jointly  by  husband  and  wife. 
For  example,  a man  and  his  wife  managing  a 
butcher’s  business,  and  a man  and  his  wife  managing 
a baker’s  business.  If  the  butcher’s  wife  keeps  her 
husband’s  books,  and  the  baker’s  wife  attends  to  the 
k?  , r s shop,  they  have  only  one  exemption  of  £120 
of  their  joint  income  from  the  business.  If,  however, 
the  butcher’s  wife  attends  to  the  baker’s  shop,  and 
the  baker’s  wife  keeps  the  butcher’s  books,  they  have 
exemption  for  £120  on  each  income. 

1258.  It  is  difficult  to  devise  any  scheme  that  will 

ensure  absolutely  automatic  equitable  treatment  for 
every  taxpayer,  whether  man  or  woman,  married  or 
single,  and  whether  with  or  without  responsibilities 
and  burdens  that  must  always  vary  in  greater  or  less 
degree.  This  is  so  amongst  all  classes  of  people  and 
in  all  walks  of  life,  but  it  is  abundantly  clear  that 
most  cases  of  real  hardship  crop  up  between  the 
exemption  limit  and  £1,000,  and  especially  when  the 
major  portion  of  the  income  is  earned.  It  is  there- 
fore to  these  cases  more  particularly  that  the  National 
Council  of  Women  desire  to  direct  the  consideration  of 
the  Commission.  The  Examples  in  my  evidence  set 
forth  a variety  of  such  cases  and,  perhaps,  you  would 
like  to  cross-question  me  upon  any  of  the  points-  I 
might  then  refer  to  the  Examples,  if  that  is  your 
lordship's  desire.  J 

1259.  Chairman : It  is  a very  interesting  paper  that 
you  have  prepared,  and  now  I shall  ask  you  to  submit 
yourself  to  the  examination  of  my  colleagues.  The 
Commissioners  will  ask  you  any  questions  on  the  whole 
of  your  statement,  and  that  portion  which  you  have 
not  referred  to  may  come  under  survey. 

1260.  Sir  Thomas  Whittaker:  I will  not  question 
you  on  the  details,  but  I will  ask  you  one  or  two 
questions  on  general  points  of  principle.  Am  I cor- 
rect in  gathering  that  in  several  instances  you  sug- 
gest a sex  differentiation— that  is,  a different  method 
of  taxing  women  and  men?— I think  the  only  case 
that  I spoke  of  was  the  widow.  That  is  the  only  case 
I remember.  I think  I mentioned  the  special  case  of 
widows  with  young  children. 

1261.  Would  you  apply  that  to  single  women?— No  ■ 

and  I specially  said  that  my  Council  does  not  desire 
me  to  make  any  recommendation  on  the  question  of 
spinsters,  but  simply  to  submit  to  you  that  we  have 
had  many  applications  from  them  with  reference  to  a 
™ of  tlm  exemption  limit,  and  asking 

that  other  particular  points  should  be  put  before  yon 

u'2'  Pye  if  / suggestion  that  spinsters  also 
should  be  treated  specially?— Where  is  that  sug- 
gestion,  might  I ask?  ° 

1263.  You  said  so  just  now— that  you  have  had 
these  suggestions  put  before  you?— Yes,  they  were 
put  before  me  but  I was  not  empowered  to  a"k  you 
for  any  sex  difference,  but  simply  to  state  in  my 
frwvfnCth^116  complaints  that  have  been  made  to  me 
n case  those  ladies  might  not  have  the  opportunity™! 

re  aLrto  f,y  y°U : 1 r ^ a of  a message 

tThe  Al  Vh  ,Tg  -ed  m tho  caso  of  spinsters 
to  be  able  to  make  provision  from  small  incomes  for 
sickness  and  old  age,  as  there  are  no  children  to  whom 
they  might  look  later  on. 

|e‘ 


persons  claiming  rebate  haye  to  sign  a declara- 
tion  that  they  have  been  in  Great  Britain  during 
more  than  six  months  of  the  financial  year  for  which 
they  ask  rebate.  Artists  who  wish  to  paint  abroad, 
girls  studying  languages,  middle-aged  women  who  by 
working  hard  have  saved  a small  competence  and  wish 
to  concentrate  in  a few  years  all  tho  travelling  they 
could  not  do  before,  are  thus  fined  more  than  a 
quarter  of  their  income.  The  inconvenience  created 
in  the  case  of  many  spinsters  with  small  incomes,  and 
also  widows,  because  of  the  Income  Tax  being  de- 
ducted at  the  highest  point  and  at  the  source,  is  one 
which  my  Committee  wished  me  to  submit  to  you 
Then  again  we  thought  that  the  formalities  they 
*°  go  through  before  they  got  a return  of  th£ 
rebate,  and  the  delay  which  frequently  took  place 
was  a real  grievance.  v ^ ’ 

X268.  The  point  I ready  was  on  was  sex  differentia- 
tion. What  I wish  to  know  is  whether,  where  these 
gllOTances  occur  you  wouid  apply  them  to  bachelors 
as  well?— I should.  Personally,  if  you  ask  me,  I do 
not  want  to  see  any  sex  differentiation  at  all  • that  is 
my  own  personal  view.  I think  you  will  see  that  i 
haye  specmlly  put  in  a plea  in  my  evidence-in-chief 
for  the  man  who  is  the  sole  earner  for  his  wife  and 
family  and  has  a small  income,  and  who  has  to  bo 
taxed  upon  the  whole  income ; I think  some  considera 
tion.  might  be  given  to  him.  But  that  is  not  the 
special  line  of  our  Society. 

soyhirrs  J Y*„a  P0"14  wit,h  rBganl  t0  Nation  of 
savings.  You  recognize,  I presume,  that  there  is 

fart1?brJbIe  c!lffloultyif  S'011  deport  from  the  obvious 
fact  that  an  moome  obtained  from  investments  is  not 
an  earned  income?— I know;  1 quite  see  the  difficulty. 

that70'  (t  ’S  °pening  a VGry  wide  door? — Yes,  T see 

1271.  It  is  a very  great  concession  to  give  some 
thatWS'?bf°r  eaI'ned  “comes,  but  if  you  are  to  extend 

from  h“‘  haS  Wn  Sa''Wl  ond  “rested 

1 earned  incomes,  you  are  taking  a very  big 
departure?— I am  quite  aware  of  that.  I thin/ it  if 
an  exceedingly  difficult  point.  But,  on  the  other 
hand,  ,t  ,s  very  hard  that  incomes  from  money  that 
as  if  t wf™  ty  tWft  hardly,  should  be  taxed 
windfall  Wh  “nea,'n«l  income  that  had  come  as  a 
windfall  to  them  from  some  source. 


sonrily?00  y°“  8upp°rt  that?-D°  5™  per- 

1 am  b„Jet~ b d°  not  "ish  to  give  personal  views 
am  here  to  give  you  the  views  of  my  Council. 

1267.  We  should  like  to  have  some  views  either  of 
eIs®  that  y°u  represent.— The  view 
of  my  Council  was  that  the  raising  of  the  exemption 
limit  was  too  controversial  a point  for  them 

l^s^rs^ciiSrS 


the  S l r°"  ,S  eehng  the  Pressure  of 

the  tax,  and  we  all  recognise  that.  Now  with  regard 
to  the  separate  assessment  of  husband  and  wife;  what 
ttat  fb  7 * V,?'r  wh!oh  1 venture  to  put  to  you 

b5sl!  ”f  taxation  is  ability  to  ,my? 
1 suggest  to  you  that  a husband  and  wife  each  with 

fre’inTh6  °f  £6°°  a l™1’  that  is  fl’0M  f°r  the  home 
are  in  the  same  position  of  ability  to  pay  as  a man 

who  has  an  income  £1,000  a year  and  his  wife  has 
none,  and  that  there  is  no  justification  for  a differen 
tiation  m that  case?-I  an,  afraid  that  I could  not" 
agree  with  you.  I think  that  you  are  putting  as  vour 
basis  something  that  is  secondary.  T think^ha/tho 
first  great  principle  of  equality' "of  men  atd  « 

super^nin°r^r  ““T?,  is  “Pcrior,  and  should  be 
suggesting  as  the  & Iiasis’,' 

tin£taI^SM>n  °f  ^ ^ "f  «'»  ‘Con- 

exaSfv  Bhft  k ™ thiaki"g  »f  this  count, 7?-Yos 
continue  ^long^t’o  ,ca""0* 

foreign  countries  teclnT kno^T Ue  “ “ 

high  /ovality  and the fit  V'" 

I 
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1276.  In  connection  with  the  various  suggestions  you 
have  made,  and  the  rather  interesting  suggestion  of 
the  butcher’s  wife  keeping  the  books  for  the  baker, 
and  the  contrary,  you  will  agree,  I am  sure,  that 
these  things  do  suggest  the  extreme  difficulty  of 
making  these  variations  and  concessions? — It  may  be, 
of  course,  that  I have  only  the  woman’s  mind,  and  it 
is  usually  a very  direct  one,  and  I cannot  see  that 
you  are  going  to  bring  us  any  further  forward  in 
regard  to  reform  unless  you  first  recognize  the  big 
principle  that  the  woman  ought  to  stand  side  by  side 
with  the  man  and  should  not  be  subordinated  to  him 
by  any  law. 

1277.  I was  not  going  into  that. — But  I am  afraid 
that  is  the  same  thing ; it  is  the  butcher  and  the 
baker  over  again.  It  is  going  to  pay  that  woman 
to  serve  the  butcher  instead  of  working  for  her  own 
husband,  just  because  of  this  iniquitous  idea. 

1278.  I am  putting  to  you  that  these  concessions 
which  you  are  suggesting,  and  this  differentiation, 
woidd  enormously  complicate  the  collection  of  the  tax 
and  dealing  with  it? — That  is  what  we  are  quite 
content  to  leave  to  the  men.  If  they  will  take  50  per 
cent,  of  women  into  their  body  we  will  try  to  help 
them ; but  that  is  the  problem  of  the  Government 
and  we  \yant  it  to  be  done  on  big  principles  and  the 
best  principles  for  the  nation’s  moral  advantage. 

1279.  Where  do  you  suggest  that  the  income  should 
come  from  that  you  are  going  to  deprive  the  Revenue 
of  by  these  sweeping  proposals  which  you  make?— 
You  say  that  we  women  will  deprive  the  Revenue  of 
certain  income.  Y7es,  we  should  be  willing  to  deprive 
the  Revenue  of  income  if  we  thought  that  by  so  doing 
we  created  a higher  standard ; because  we  believe 
that  it  would  be  possible  to  make  up  that  revenue  in 
some  other  form.  We  do  not  want  money  that  has 
been  got  upon  a wrong  principle. 

1280.  I was  trying  to  put  a question  to  you. — I 
thought  I answered  it. 

1281.  No,  you  did  not  refer  to  it. — Perhaps  you 
will  kindly  ask  it  again. 

1282.  My  point  was  this : where  would  you  suggest 
that  we  should  get  the  income  for  the  country  which 
the  granting  of  your  concessions  would  deprive  the 
country  of? — 1 did  not  think  I was  here  in  order  to 
suggest  such  things.  I thought  I was  here  to  give 
you  the  views  of  women,  more  particularly,  upon 
existing  conditions. 

1283.  Chairman : You  see,  we  have  to  deal  with 
that.  We  have  to  take  into  account  the  money  which 
would  be  lost,  and  you  are  only  asked  for  an  opinion 
where  the  money  would  come  from. — My  lord  I did 
not  think  that  I was  to  be  asked  to  assist  you  in  your 
problem ; and  I find  that  there  is  no  woman  Commis- 
sioner at  present  in  the  room.  But  perhaps  if  you 
were  to  form  a women’s  committee  they  might  be 
able  to  give  you  some  suggestions. 

1284.  You  need  not  answer  if  you  do  not  desire. 
Please  do  not  feel  that. 

1285.  Sir  Thomas  Whittaker : I have  no  more 
questions  to  ask. 

128G.  Sir  E.  Nott-Bower:  I would  like  to  ask  you 
a question  rather  applicable  to  the  case  that  was  put 
just  now.  Will  you  look  at  your  Example  fi.  Imagine 
a married  couple,  the  wife’s  unearned  income  is  £600 
and  the  husband’s  unearned  income  is  also  £600,  that 
is  £1,200.  Your  suggestion  is  that  those  two  incomes 
should  be  treated  as  separate,  and  that  the  wife’s 
income  should  be  assessed  at  the  rate  appropriate  to 
her  separate  income  of  £600,  and  the  husband’s  should 
be  assessed  at  the  rate  appropriate  to  his  income  of 
£600.  I want  you  to  imagine  two  couples  living 
next  door  to  each  other,  their  houses  completely 
similar  in  size — and  you  see  why  I suggest  them  being 
similar  in  size,  because  the  couple  next  door  have  the 
same  income;  they  also  are  making  £1,200,  but  it  all 
belongs  to  one  of  the  spouses,  either  the  husband  or 
the  wife,  it  does  not  matter  which.  Now,  you  sug- 
gest that  where  income  is  divided  much  less  Income 
Tax  should  be  paid  than  where  the  income  is  all  in 
one  hand.  That  is  your  suggestion,  is  it  not?— You 
mean  where  it  belongs  to  both  parties? — 
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1287.  Where  the  income  is  divided  you  suggest  that 
the  amount  of  tax  paid  shall  be  much  less? — Yes;  if 
the  wife  possesses  half  of  the  income;  if  part  of  it  is 
her  money. 

1288.  So  that  this  couple  next  door,  where  the  whole 
£1,200  belongs  either  to  his  wife  or  the  husband,  and 
the  other  spouse  has  nothing,  should  pay  a much 
larger  tax? — Yes,  because  it  is  his  money;  it  is  not 
hers. 

1289.  It  may  be  all  hers? — Yes,  that  is  so.  I quite 
understand  that  it  may  all  belong  to  the  woman. 

1290.  Here  are  these  two  couples:  they  have 

exactly  the  same  combined  income;  they  live  in  a 
house  of  the  same  size,  a precisely  similar  house;  they 
can  afford  to  eat  the  same  food,  to  wear  the  same 
sort  of  clothes,  to  give  their  children  precisely  the 
same  education ; all  their  expenses  would  be,  or  might 
be,  exactly  similar ; but  when  you  get  to  the  Income 
Tax,  which,  as  Sir  Thomas  Whittaker  suggests,  we 
have  treated  hitherto  as  being  properly  adjustable  in 
theory,  as  far  as  can  be  done,  with  regard  to  ability 
to  pay,  you  suggest  that  the  expenditure  on  Income 
Tax  to  a couple  where  all  the  income  is  in  one  hand, . 
is  to  be  much  larger  than  in  the  case  of  the  other 
couple.  You  upset  the  equality? — Yes,  but  I quite 
recognize  that.  I am  prepared  to  do  that.  I think 
that  all  along  we  have  to  xecognize  principles. 

1291.  I do  not  think  you  realize  that  you  are  asking 
us  to  make  a great  concession  when  you  ask 
us  to  throw  over  any  idea  of  adjusting  Income  Tax  to 
ability  to  pay. — I have  already  given  my  opinion  on 
that  point : that  it  should  be  secondary  to  something 
that  is  bigger. 

1292.  And  the  something  which  is  bigger  is,  as  I 
understand,  that  under  the  present  arrangement  the 
tax  penalizes  marriage? — Yes. 

1293.  It  seems  to  me  really  that  you  are  a little 
on  the  wrong  track.  I agree  that  the  present  tax 
does  penalize  marriage,  but  I really  hope  that  we  are 
not  going  to  give  up  for  that  reason  any  attempt 
to  adjust  our  extraordinarily  heavy  burden  of  Income 
Tax  to  ability  to  pay. — No;  I quite  think  you  have 
to  consider  the  ability  to  pay,  but  second  to,  and  after 
you  have  considered  the  equality  of  the  woman  and 
the  man. 

1294.  Is  there  not  absolute  equality  between  the 
woman  and  the  man? — Yes,  when  they  are  taxed  upon 
their  own  earnings  up  to  a joint  income  of  £500. 

1295.  Beyond  £500  under  the  present  law,  any 
woman  who  wants  to  be  assessed  on  her  own  income 
may  do  so;  very  few  care  about  it,  but  they  can  be 
separately  assessed.  But  that  does  not  affect  the 
amount  of  duty  they  have  to  pay? — Yes,  I am  quite 
aware  of  that. 

1296.  The  amount  of  duty  that  they  each  have  to 
pay  is  adjusted? — I know. 

1297.  But  there  is  absolute  equality  now.  There  is 
no  differentiation  between  man  and  woman.  You  know 
that  is  so? — Yes.  I took  part  in  the  deputation  to 
Mr.  Austen  Chamberlain  when  those  points  were  gone 
into,  and  when  Sir  Thomas  Whittaker’s  further  point 
of  where  we  were  going  to  find  the  money  to  make 
up  for  it  was  also  put  to  other  women ; and  they 
believed  that  there  might  be  a higher  taxation  in  the 
Super-tax  ranges ; but  I was  specially  asked  not  to 
introduce  the  Super-tax  ranges  in  my  evidence  this 
morning,  and  that  is  why  I did  not  want  to  go  into 
that  in  reply  to  Sir  Thomas. 

1298.  Assuming  that  some  of  the  Commissioners 
felt  a difficulty  about  departing  from  the  principle 
of  equality  of  sacrifice,  of  taxing  people  according  to 
their  ability  to  pay,  and  assuming  they  thought  that 
really  in  our  existing  social  conditions  the  income  of 
a married  couple  is  the  principal  measure  of  liability? 
— May  I repeat?  Are  you  to  assume  first  that  you 
depart  from  the  principle  of  ability  to  pay? 

1299.  No;  assume  that  we  did  not  feel  we  could 
recommend  that. — I do  not  think  I have  ever  asked 
you  to  depart  from  that  principle.  I have  simply  asked 
you  to  have  that  as  a secondary  basis,  and 
not  as  the  first.  I have  not  asked  you  to  depart  from 
it.  I have  asked  you  first  to  recognize  the  main 
principle  of  the  separate  assessment  and  of  claiming 
duty  from  men  and  women  on  the  basis  of  their 
individual  inoomes,  and  then  after  that  consider 
ability  to  pay  in  fixing  the  rates  &c. 
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1300.  In  the  case  of  your  Example  No.  6.  you  do 
suggest,  I understand,  that  where  the  income  is 
divided  between  the  husband  and  wife  they  shall 
pay  less  Income  Tax  than  in  the  case  where  the  in- 
come all  belongs  to  the  husband  or  to  the  wife,  as 
the  case  may  be? — Y.es,  that  would  be  the  effect. 

1301.  In  my  view — of  course  I may  be  quite  wrong 
— that  is  departing  from  the  principle  of  assessing 
according  to  the  ability  to  pay? — Yes,  but  then,  of 
course,  1 should  not  begin  to  apply  the  principle  of 
ability  to  pay  until  I had  first  of  all  satisfied  the 
other. 

1302.  On  the  assumption  that  some  of  us  here  are 
unwilling  to  depart  from  the  principle  of  ability 
to  pay,  and  yet  feel  that  under  the  existing  circum- 
stances taxation  pressed  unduly  ou  the  married  as 
compared  with  the  unmarried,  I want  to  think  if 
there  is  not  some  other  remedy  than  this  objection- 
able one  that  can  be  found.  Have  you  considered 
this? 

1303.  Chairman : Would  you  like  to  think  over  the 
point  that  you  want  to  put  to  Mrs.  Gordon  and  then 
we  can  take  it  from  you  later? 

1304.  Sir  E.  Nott-Bower : Yes,  thank  you. 

1305.  Sir  W.  Trower:  Some  of  your  figures  speci- 
fied in  your  tables  would  be  affected  by  a properly 
graduated  system  of  taxation? — Yes. 

1306.  Especially  as  regards  Example  8? — Example 
8.  joint  income  of  £450  taxed  separately,  yes. 

1307.  I want  to  ask  a question  from  a purely 
financial  point  of  view.  Have  you  considered  the 
fact  that  husband  and  wife  are  compelled  by  law  to 
live  together?  That  being  so,  they  can  live  more 
cheaply  than  if  they  maintain  separate  establish- 
ments. You  agree  to  that? — Not  altogether. 

1308.  Husband  and  wife,  first  of  all,  are  compelled 
fey  law  to  live  together.  You  agree  to  that? — Yes. 

1309.  Can  they  not  then  live  more  cheaply? — They 
ought  to  be  able  to ; but  they  need  not. 

1310.  If  this  is  so,  and  due  allowances  are  made 
for  the  children,  will  you  explain  what  is  the  hus- 
band’s hardship  in  the  Income  Tax  being  treated  as 
one  for  the  purposes  of  taxation,  from  a purely 
financial  point  of  view? — I believe  that  the  idea  of 
pooling  the  husband’s  and  wife’s  income  simply 
because  they  can  live,  where  two  of  them  are  con- 
cerned, a little  more  moderately  together,  to  have  to 
pay  a heavier  tax  than  if  they  were  living  separately 
is  a very  wrong  principle.  Financially  it  is  a wrong 
basis  to* go  upon.  Neither  do  I think  that  they  can 
effect  (even  allowing  for  the  allowances  for  children) 
economies  to  the  extent  that  would  be  necessary  if 
it  were  really  to  be  equitable  to  charge  them  Income 
Tax  on  the  joint  income.  The  family  expenses  where 
there  are  children  concerned  (and  of  course  I should 
like  to  see  that  there  were  children)  would  be  such 
that  you  would  never  be  able  to  give  a really  equit- 
able allowance  that  would  make  good  to  them  the 
expenses  connected  with  the  family  life. 

1311.  I only  wanted  to  know  your  views  on  that 
point. — The  family  expenses  increase  to  such  an 
extent  that  you  cannot  regard  marriage  as  carrying 
with  it  a relief  in  expenditure. 

1312.  My  question  was:  if  this  is  so  and  due 
allowances  are  made  for  children  what  is  the  hard- 
ship?— I think  it  is  difficult  to  make  sufficient  allow- 
ance for  children  to  recoup,  as  it  were,  the  married 
couple  for  all  the  risks  that  they  take  in  respect  of 
children.  Your  reasoning  might  be  quite  all  right 
when  the  children  keep  well,  but  they  run  the  risk 
of  invalid  children  and  all  sorts  of  illness,  and  you 
cannot  possibly  deal  with  that  in  Income  Tax. 

1313.  You  know  it  has  been  said,  I think  it  was  by 
Sir  William  Harcourt,  that  Death  Duties  are  merely 
a deferred  Income  Tax? — Yes. 

1314.  Whether  this  is  so  or  not  I want  you  to  say 
whether  you  would  admit  that  if  husband  and  wife 
were  treated  as  separate  persons  for  the  purpose  of 
Income  Tax,  they  should  not  in  all  respects  be  treated 
as  separate  persons  for  the  purpose  of  Succession  and 
Death  Duties.  You  know  that  husband  and  wife  are 
very  largely  favoured  under  the  existing  law.  Have 
you  considered  the  financial  effect  of  the  logical  con- 
clusion of  your  contention  that  husband  and  wife 


should  be  treated  as  one  for  the  purpose  of  Succession 
puty? — No,  I have  not  considered  that;  but  might  I 
answer  that  while  I did  not  include  that  in  my 
evidence,  if  you  wish  it  to  be  considered  I shall  be 
very  pleased  to  submit  further  evidence  on  the  point. 
I should  like  to  have  an  opportunity  of  answering 
a question  like  that  and  not  letting  it  be  understood 
that  we  are  not  prepared  to  carry  our  pleas  to  then- 
logical  sequence.  It  takes  time  to  enter  into  the 
figures. 

1315.  Chairman : If  you  like  to  send  a note  to  the 
Secretary  on  that  point  it  would  be  quite  agreeable. 

1316.  Mr.  Bowerman : Do  you  seriously  suggest 
that  in  future  people  may  live  together  without 
getting  married,  in  order  to  avoid  this  Income  Tax? — 
Yes,  I do  seriously  suggest  that. 

1317.  Although  you  are  unable  to  cite  a case? — 
Yes,  many  cases  have  already  been  cited.  I have  not 
introduced  them  but  you  are  sure  to  hear  of  them  from 
other  women,  beca'use  a number  of  cases  are  quite  well 
known. 

1318.  I understood  in  reply  to  Sir  Thomas  Whit- 
taker you  could  not  cite  a case? — I said  I was  not 
prepared  to  cite  them  here  to-day,  but  I have  heard 
of  actual  cases.  Even  in  the  deputation  to  Mr. 
Austen  Chamberlain  cases  were  cited. 

1319.  Chairman : Would  that  really  be  the  honest 
reason,  do  you  think? — Yes,  I honestly  think  that 
some  women  would  rather  live  with  a man  unmarried 
for  a time  when  the  Income  Tax  is  so  high  on  joint 
incomes.  Of  course  the  view  is  very  different  in 
different  parts  of  the  country,  but  it  does  exist;  I do 
not  think  you  can  put  it  aside. 

1320.  Mr.  Bowerman : It  is  rather  regrettable  to 
have  such  an  expression  of  opinion. — I am  bound  to 
express  it,  because  examples  have  been  given. 

1321.  Chairman:  It  is  a very  important  and  very 
serious  matter? — Yes;  but  women  attest  that  it  is  so, 
and  are  prepared  to  give  actual  cases  where  that 
reason  is  assigned. 

1322.  Mr.  Walker  Clark : At  the  end  of  your  evi- 
dence-in-chief you  refer  to  cases  of  real  hardship  when 
the  income  is  from  £300  to  £1,000,  I understand? — 
Yes. 

1323.  There  are  no  hardships,  then,  above  £1,000? 
— Well,  I was  asked  specially  to  give  evidence  on  the 
smaller  incomes. 

1324.  My  experience  is  that  it  is  more  above  that. 
— We  wished  to  deal  with  the  small  incomes. 

1325.  There  are  eight  points  of  change  suggested? 
— Yes. 

1326.  That  the  Income  Tax  presses  too  heavily  on 
incomes  of  less  than  £500,  and  so  on.  I should  like 
to  ask  which  of  these  you  think  to  be  most  important. 
Are  they  most  important  in  the  order  of  their  posi- 
tion in  the  evidence,  or  is  there  some  one  point 
which  is  more  important  than  another  one? — No,  I 
think  it  is  equally  important  that  all  the  small  in- 
comes should  be  carefully  considered,  because  after 
all  the  high  tax,  that  is  more  than  10  per  cent,  taxa- 
tion, for  example,  on  a small  income,  is  a very 
troublesome  affair.  It  is  really  a sort  of  hopeless 
affair  that  people  cannot  get  over.  If  you  have  over 
£1,000  it  does  mean  that  you  must  economize  in  one 
direction  or  another,  but  you  have  a margin  of 
economy.  The  smaller  the  income  the  less  you  have 
of  a margin. 

1327.  That  is  not  quite  the  point.  It  is  suggested 
that  Income  lax  presses  too  heavily  on  incomes  of 
less  than  £500? — Yes. 

1328.  And  that  unearned  incomes  of  less  than  £500 
should  be  treated  as  earned? — Yes. 

1329.  And  then  that  the  wife  allowance  should  be 
increased? — Yes. 

1330.  And  that  the  age  limit  for  children  allowance 
should  be  raised? — Yes. 

1331.  And  that  the  incomes  of  husband  and  wife 
should  be  separately  assessed? — Yes. 

1332.  I want  to  know  yvhicK  is  the  most  important 
from  your  point  of  view,  or  whether  they  are  all 
equally  important? — Might  I ask  you  to  refer  to  the 
page? 

1833.  It  is  spread  over  the  evidence;  there  are 
practically  eight  suggestions  before  the  Commission. 
—Would  you  be  kind  enough  to  let  me  take  them  with 
you  seriatim? 
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1334.  Yes.  Income  Tax  presses  too  heavily  on  in- 
comes of  less  than  £500. — We  think  that  is 
extremely  important. 

1335.  Mr.  Marks:  It  is  in  the  digest  as  prepared 
by  the  Secretary  if  you  would  like  to  look  at  that. 

( Document  handed  to  the  Witness.) — Thank  you. 
No.  1 we  think  very  important,  and  Nos.  5,  7 and  8. 
What  I might  refer  to  as  the  most  important  are  Nos. 

1,  5,  7 and  8 of  the  Recommendations. 

1336.  Mr.  Walker  Clark : If  Nos.  5 and  7 were  given 
would  those  not  be  sufficient  to  remedy  the  injustice, 
or  what  is  the  alleged  injustice,  of  1 and  3? — I think 
they  would  help. 

1337.  Nos.  5 and  7 are  really  the  points  you  wish 
to  bring  before  us?— The  most  important. 

1338.  The  others  are  packing?— The  othea-s  are 
points  which  naturally  arise  from  existing  conditions, 
but  which  if  you  considered  5 and  7 might  be  to  a 
certain  extent  remedied  through  application  or  reform 
on  those  other  points. 

1339.  Nos.  5 and  7 axe  really  all  that  you  expect 
to  get? — No,  I will  not  say  that. 

1340.  Chairman:  We  had  better  get  on  the 
Minutes  what  Nos.  5 and  7 are  if  those  are  the 
two  important  ones. — I think  No.  1 would  have  to  be 
taken;  I said  1,  5,  7 and  8.  No.  1 is  that  the  Income 
Tax  presses  too  heavily  on  incomes  of  less  than  ±,ouu. 
Nos.  5 and  7 are  that  the  age-limit  for  children 
allowance  should  be  raised  from  16  to  18  in  the  case 
of  “ singly  earned  ” incomes,  and  in  the  case  of  un- 
earned income  where  the  taxpayer  is  a widow. 
No.  8 is  “ That  the  incomes  of  husband  and  wile 
should  be  separately  assessed.”  I wish  you  to  under- 
stand that  I am  commissioned  to  put  fo™’arJ  the 
absolute  unanimity  of  our  women  in  regard  to  No.  8. 

1341.  Those  are  the  three  points  that  you  have 
come  here  to-day  to  impress  on  the  Commission ; those 
are  the  main  points?— There  are  also  the  other  points, 
but  in  so  far  as  these  other  points  might  be  helped  by 
the  application  of  1,  5 and  7,  they  would,  of  course, 
take  a second  place. 

1342.  Mr.  Marks:  In  No.  6 of  your  recommenda- 
tions you  say:  “The  allowance  for  Life  Insurance 
premiums  should  stand  as  at  present  ”?— Yes.  j am 
sorry  to  delay  you,  but  there  was  another  point  there 
about  the  unearned  incomes  being  treated  as  earned 
in  the  case  of  small  incomes.  That  I would  regard 
as  covered  if  you  applied  the  rebate  and  helped  in 
the  other  ways.  You  quite  understand  I am  not 
going  back  on  that  point. 

1843.  Chairman:  Quite  right. 

1344.  Mr.  Marks:  You  say:  “The  allowance  for 
Life  Insurance  premiums  should  stand  as  at  present. 
Life  Insurance,  particularly  Endowment  Insurance, 
is  the  safeguard  against  staggering  poverty  for 
widows  and  young  fatherless  children ; it  also  presents 
an  opportunity  for  some  measure  of  compulsory  thrift 
that  exists  in  no  other  equally  attractive  form.  You 
have  had  some  special  experience  of  Life  Insurance 
amongst  women,  have  you  not? — Just  ordinary 
experience.  I have  been  the  head  of  a big  women  s 
insurance  society,  and  that  has  brought  me  into  touch 
with  a number  of  cases. 

1345.  And  this  was  your  considered  opinion  founded 
on  some  knowledge  and  experience  that  this  allowance 
is  an  attraction  to  thrift?— A very  great  one,  yes— 
I do  think  so,  amongst  the  women. 

1346.  And  Life  Insurance  is  the  most  attractive 
form  in  which  thrift  could  be  exercised? — I think  it 
is  one  of  the  most  attractive.  I have  observed  that 
the  women  are  willing  to  set  aside  money  for  the 
premium  when  they  will  not  save  for  other  things. 

1347.  Mr.  Synnott : Do  you  adhere  to  your  opinion 
expressed  towards  the  end  of  paragraph  5 of  your 
evidence-in-chief  that  if  a husband  and  wife  are 
separately  assessed  the  allowance  for  a wife  would 
naturally  disappear ; that  is  to  say,  you  do  not  claim 
an  allowance  for  the  wife  if  there  is  to  be  separate 
assessment  ? — They  would  be  separately  assessed  where 
the  wife  had  an  income. 

1348.  Of  course,  if  there  is  no  income  the  question 
does  not  arise,  but  you  adhere  to  that? — Where  is 
that  statement,  please ; I should  like  to  see  the 
context. 


1349.  I am  reading  from  paragraph  5:  “If  the 
proposed  legislation  to  treat  as  quite  separate  the 
incomes  of  husband  and  wife  should  become  opera- 
tive ” — Yes,  that  is  quite  right. 

1350.  You  agree  to  that? — Yes.  It  is  always  on  the 
assumption  that  the  £500  limit  already  allows  for  it, 
and  that  my  evidence  refers  to  cases  where  the  joint 
income  would  be  more  than  £500. 

1351.  There  is  a difference,  is  there  not,  under  the 
Income  Tax  Acts  as  regards  joint  incomes  under  £500  a 
year?— Yes. 

1352.  Therefore  if  a husband  has  £300  a year  and 
the  wife  has  £200  a year  they  can  each  get  their 
separate  abatements? — That  is  so,  provided  it  is 
earned  income. 

1353.  Have  you  any  grievance  or  complaint  as  re- 
gards incomes  under  £500  a year  except  where  one 
of  the  parties  has  an  earned  income? — Of  course, 
there  are  the  allowances,  and  so  on,  that  I have 
already  mentioned. 

1354.  You  do  not  claim  the  allowances  if  you  claim 
a separate  assessment? — Not  if  the  income  is  a 
divided  one  and  over  £500.  At  present  you  have 
both  under  £500.  If  you  extend  separate  assessment 
and  apply  it  to  all  other  incomes,  for  the  higher 
incomes  also,  that  would  probably  make  up  for  the 
wife’s  allowance  in  the  higher  ranges. 

1355.  1 had  better  refer  to  section  21  of  the  Con- 
solidated Act,  which  provides  for  that.  I see  you  are 
right,  because  in  your  very  first  instance  you  allow 
for  those  abatements  of  both  husband  and  wife? — Yes. 

1356.  What  is  your  exact  grievance  then  as  regards 
incomes  under  £500  a year,  because  you  said  just  now 
it  was  specially  with  regard  to  small  incomes.  There 
is  separate  assessment  now? — Yes. 

1357.  Will  you  just  tell  us  simply  what  is  the  exact 
grievance? — We  think  the  Income  Tax  is  too  high  for 
many  of  the  small  incomes. 

1358.  Is  not  that  an  objection  to  the  whole  rate  of 
tax? — Yes. 

1359.  It  is  not  an  objection  at  all  from  the  point 
of  view  of  separate  assessment  of  earned  incomes? — 
No,  you  are  quite  right.  The  other  points  I have 
already  put;  they  are  various. 

1360.  Very  well,  I will  pass  that. — If  you  will 
excuse  me  one  moment,  my  first  Recommendation  is 
that  the  rate  of  taxation  of  incomes  whether  earned 
or  unearned  presses  too  heavily. 

1361.  Have  you  any  plan  for  distinguishing  between 
property  accrued  from  savings,  capital,  and  other 
property? — I wish  some  plan  could  be  devised;  that 
would  meet  a -widely-felt  grievance. 

1362.  Have  you  thought  about  any  plan?— I have 
not,  but,  of  course,  while  I really  do  not  wish  to  be 
aggressive,  if  the  men  do  not  ask  the  women  to  form 
a committee  or  join  them  in  thinking  out  those 
points,  you  cannot  blame  us  if  in  the  midst  of  our 
hurried  lives  we  do  not  do  it.  May  I reply  that  I 
should  like  women  to  think  it  out  and  to  be  given  time 
and  a commission  to  do  it. 

1363.  We  will  leave  the  incomes  below  £500  alone 
and  go  to  those  above  that. — Yes. 

1364.  In  the  case  of  a joint  income  of  £1,000  do 
you  suggest  whether  the  wife  has  large  means  or  small 
means  relatively  to  the  total  income  they  would  be 
assessed  sep  ar ately  ? — Y es . 

1365.  Will  not  there  be  considerable  loss  to  the 
Revenue,  not  merely  from  the  transfer  of  capital  for 
this  purpose,  but  by  means  of  secret  trusts  and 
marriage  settlements  made  to  ensure  that  the  smallest 
amount  of  Income  Tax  be  paid  to  the  State? — Do  you 
not  think  that  there  has  been  remarkably  little  done 
in  that  way  in  connection  with  the  Death  Duties,  to 
take  an  analogous  case? 

1366.  Let  us  deal  with  Income  Tax  alone.— I have 
not  had  experience  of  that,  but  the  country  lias  had 
experience  of  the  difference  in  connection  with  the 
Death  Duties.  There  really  has  not  been  much  trans- 
ference upon  the  whole  of  the  capital  before  a man  s 
death  in  order  to  evade  the  high  Death  Duties. 

1367.  It  is  much  easier  to  transfer  income,  is  it  not, 
than  to  transfer  capital  by  secret  trusts? — I should 
like  to  take  the  risks  you  suggest. 

1368.  You  say  that  the  age-limit  for  children  allow- 
ances should  be  raised  from  16  to  18.  Would  you 
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apply  that  to  the  case  of  agricultural  labour  where 
there  is  free  schooling?  For  instance,  in  the  country 
I come  from  the  ratepayers  do  not  pay  anything  for 
education? — In  that  respect  we  are  in  a transitional 
state. 

1369.  Would  you  apply  it,  for  instance,  where  there 
is  free  education? — les,  because  the  parents  miss 
possible  wages  while  the  children  are  required  at 
school. 

1370.  And  where  the  children  work  now  from  16 
to  IS? — Yes,  because  there  is  a time  coming  when 
whatever  work  they  are  doing  will  have  to  be  done 
under  the  provisions  of  an  Education  Act  which  in- 
sists that  with  certain  exceptions  there  must  be  some 
form  of  schooling  or  training  recognized  until  18. 

1371.  It  is  not  the  law  now? — The  Act  is  passed. 

1372.  Could  you  postpone  your  suggestion  until 
there  is  compulsory  education  to  18? — But  it  has 
already  been  passed  that  it  is  to  be.  so,  and  we  do  not 
want  to  put  in  a Bill  just  now  and  change  it  again 
in  two  or  three  years.  I think  seeing  the  condition 
of  the  legislation  at  the  moment  that  the  change  might 
suitably  be  made  now. 

1373.  Mr.  Armitag e-Smith : I have  listened  with 
sympathy  to  your  remarks. — I wonder  if  anybody 
does — well  ? 

1374.  With  regard  to  the  encouragement  of  the 
education  of  children,  you  say  that  the  age  limit  of 
children  allowance  should  be  extended  co  18.  Would 
you  do  that  for  everybody  or  only  for  those  who 

availed  themselves  of  the  .educational  privileges? 

There  are  certain  exemptions  under  the  Education 
Act  where  they  will  not  be  required  to  remain  at 
school  or  under  recognized  training  until  18 ; I would 
endeavour  to  apply  it  in  some  direct  relation  to  the 
provisions  of  the  Education  Act. 

1375.  Where  educational  facilities  are  actually 
given  ? — Yes. 

1376.  Does  your  organisation  represent  spinsters, 
married  women  and  widows? — Very  much- -all  of 
them. 

1377.  All  three? — More  than  almost  any  other 
organisation;  it  is  composed  of  all. 

1378.  Could  you  give  the  Commission  any  idea  of 
the  ratio  of  spinsters  to  married  women? — We  have 
far  more  married  women  than  spinsters.  I could  not 
possibly  give  figures,  but  I can  say  that  on  a rough 
estimate  our  Organisation  more  than  any,  except  the 
Mothers’  Union,  consists  of  married  women.  We  are 
largely  composed  of  married  women.  Its  grea;  advan- 
tage is  that  it  gets  the  opinion  of  married  women  on 
these  points,  whereas  in  certain  other  organisations 
you  have  a large  proportion  of  spinsters  who  have 
often  more  specialized  views  than  married  women. 

1379.  Your  policy  would  be  coloured  rather  by  the 
views  of  married  women  than  unmarried? — Y'es,  and 
the  opinion  of  my  Committee  in  favour  of  married 
men  and  women  having  separate  assessments  is  of  con- 
siderable importance  from  this  point  of  view. 

1380.  Supposing  you  have  two  spouses — I use  the 
word  “ spouse  ” in  order  to  avoid  th9  expression 
husband  and  wife — each  of  whom  has  an  income  and 
there  is  also  a marriage  settlement. — Yes. 

1381.  Under  your  proposal  you  would  assess  the  two 
spouses  separately;  what  would  you  do  with  the 
marriage  settlement?— Well,  it  is  the  woman’s  is  not 
it? 

1382.  Oh,  no — If  it  belongs  to  them  both  that  is 
another  question. 

1383.  It  does  not  belong  to  either.  Let  us  suppose 
that  both  spouses  have  put  an  equal  sum  to  a mar- 
riage settlement. — Yes. 

1384.  That  property  does  not  belong  to  either  of 

those  spouses;  they  have  the  use  of  it They  would 

learn  to  do  it  differently  if  this  Bill  passed. 

1385.  I ask  you  what  you  would  do  with  it? — Well, 

I would  change  that. 

1386.  What  would  you  do? — I think  probably  the 
lawyers  who  draw  up  these  settlements  would  find  a 
way  to  make  it  a separate  assessment,  competent  and 
equitable  in  accordance  with  any  new  provisions  that 
may  be  made. 

1387.  Would  you  divide  the  thing  in  proportion, 
let  us  say,  to  the  income  of  the  two  spouses  assessed, 
or  is  it  a point  you  have  not  considered? — It  is  a 


point  1 have  not  considered,  but  I do  nut  think  it  is  a 
point  that  ought  to  create  any  great  difficulty. 

1388.  Professor  Pigou : You  have  told  us  there  was 

definite  evidence  of  people  living  together  without 
being  married. — I want  to  say  I am  a little  troubled 
at  the  fact  that  we  should  be  expected  to  have  con- 
sidered all  these  questions,  seeing  that 

1389.  Chairman:  That  is  quite  understood. 

1390.  Professor  Pigou : You  told  us  there  was  defi- 
nite evidence  of  people  living  together  without  getting 
married  because  of  the  Income  Tax.  Could  you  sug- 
gest any  way  in  which  that  evidence  could  be  brought 
to  the  knowledge  of  the  Commission? — Mrs.  Purdie, 
for  example,  gave  quite  a number  of  cases  the  other 
day  when  she  spoke  to  Mr.  Austen  Chamberlain,  at 
the  deputation,  asking  for  the  separate  assessment. 
She  knows  quite  a number  of  cases,  and  others-  have 
also  been  collecting  them. 

1391.  YTou  suggest  she  might  give  evidence  on  that 
subject? — I should,  yes,  if  you  want  that  aspect 
brought  out. 

1392.  With  regard  to  your  argument  for  the  sepa- 
rate assessment,  the  principal  grievance,  I gather, 
was  that  under  present  arrangements  women  were 
somehow  subordinate.  Is  that  really  so?  Surely  the 
law  states  that  if  there  are  two  they  shall  be  assessed 
jointly  together;  the  woman  might  have  £1,000  in- 
come and  the  man  none;  are  not  they  legally  and 
exactly  on  a par? — I have  not  quite  caught  the 
question. 

1393.  You  suggested  that  the  women  were  somehow 
subordinated  under  the  law? — Yes. 

1394.  But  are  not  they  really  in  exactly  the  same 
position?  All  that  the  law  says  is  that  these  two 
people  shall  be  assessed  jointly.  Does  that  make  the 
woman  in  any  way  subordinate? — I recognize  that  as 
far  as  words  go  the  actual  reading  of  the  word 
11  jointly  ” might  be  taken  to  mean  that  both  were 
regarded  as  equally  concerned  in  the  matter.  But  in 
ordinary  usage  it  has  been  the  case  of  the  woman’s 
income  being  lumped  along  with  the  man’s,  and  we 
claim  that  both  should  be  treated  separately ; whether 
the  man’s  is  the  larger  or  the  smaller  is  indifferent. 
It  is  true  Mr.  Chamberlain  made  a great  point  of  the 
joint  assessment  bearing  equally  on  both  sexes,  but  in 
effect  the  general  feeling  is  that  it  assumes  that  the 
woman  is  necessarily  associated  with  her  husband  in 
all  things  the  moment  that  she  marries  him.  We 
think  that  while  she  is  associated  with  him  in  the 
care  of  the  family  she  should  still  be  recognized  in 
our  laws  in  her  separate  personality,  as  a citizen  and 
with  citizen’s  rights,  in  all  matters  related  to  the 
care  of  her  own  income,  the  taxation  of  her  own 
income,  her  personal  belongings,  and  so  on.  But,  as 
you  say,  the  husband  is  in  a subordinate  position  to 
the  wife  in  some  cases.  That  is  quite  true,  and  we 
think,  also,  that  the  man  ought  to  be  recognized  as 
a citizen  by  himself  and  have  to  pay  tax  on  his  own 
income.  I think  it  is  desirable  for  both  sexes  although 
married  to  carry  out  their  personal  relations  to  the 
State  separately. 

1395.  The  point  that  they  shall  be  separate  is  dif- 
ferent from  the  point  whether  one  is  subordinate  to 
the  other? — Yes,  I will  take  away  the  word 
“ subordinate.” 

1396.  I thought  the  fact  of  subordination  was  your 
great  reason  for  separate  assessment? — No.  I used 
the  word,  perhaps,  but  it  is  not  the  appropriate  word. 
We  want  separate  assessment  as  a recognition  of 
Separate  citizenship. 

1397.  I could  understand  it  if  the  reason  for  their 
being  separate  was  the  subordination. — We  think  it 
is  the  only  right  attitude  of  the  State  towards  man 
and  woman,  or  towards  man  and  man,  or  towards 
woman  and  woman,  that  they  shall  be  treated  as 
entities,  as  individuals,  in  all  their  relations  to  the 
State  bearing  upon  money,  their  citizenship,  and  the 
laws  relating  to  their  family  and  other  relations. 

1398.  Have  you  any  reason  for  that  opinion? The 

reason  of  a long  experience  of  the  very  much  greater 
influence  that  it  has  upon  men  and  women  to  have 
personal  responsibility  laid  upon  them,  and  to  be 
made  to  feel  that  personal  responsibility.  If  you 
gather  up  husband  and  wife  together  under  one 
Income  Tax,  one  or  other  of  them  bears  the  burden 


MINUTES  OP  EVIDENCE. 


71 


21  May,  1919.] 


Mrs.  Ogilvie  Gordon. 


[ Continued . 


of  looking  into  it,  as  a rule ; they  do  not  always  deal 
with  it  together.  On  the  other  hand,  every  indi- 
vidual who  is  taxed  is  bound  to  consider  it  from  his 
or  her  own  point  of  view.  That  is  the  only  way  in 
winch  you  will  get  people,  either  men  or  women, 
trained,  to  act  as  individual  citizens  and  realize  then- 
own  share  in  the  responsibility  of  the  State  and  in 
the  legislation  for  the  State. 

1399.  -Surely  this  change  of  law  would  not  prevent, 
as  a matter  of  fact,  the  husband  from  looking  after 
the  wife’s  income  because  he  happens  to  know  all 
about  it? — That  is  so,  but  we  should  like  to  have  it 
that  the  woman  knew  she  ought  to  do  it  for  herself ; 
that  she  did  not  think  it  was  any  better  for  the 
husband  to  do  it;  that  she  should  be  made  to  feel 
that  it  was  her  duty,  and  that  she  should  attend  to 

1400.  I understood  that  you  laid  stress  on  that  as 
a reason  for  the  separate  assessment.  Is  not  it  rather 
a small  matter? — We  do  not  think  so.  We  think,  as 
women,  it  is  most  important  that  we  should  bring 
the  women  of  the  whole  country  to  realize,  especially 
now  that  they  are  voters,  their  own  individual 
responsibility  in  the  upkeep  of  the  State;  Income  Tax 
plays  an  important  part  in  the  upkeep,  and  we  think 
If  women  were  separately  assessed  they  would  take  it 
far  more  to  heart.  It  would  train  them  financially ; 
they  would  begin  to  read  the  statements  of  accounts 
in  Parliament  with  more  interest ; they  would  take 
up  Finance  Bills  ; they  would  criticize  Members  of 
Parliament  on  finance  matters  as  well  as  on  social 
matters;  and  we  believe  it  would  give  a tremendous 
impulse  to  the  whole  enlightenment  of  women  and 
their  powers  of  rendering  assistance  in  statecraft. 

1401.  Chairman:  That  is  a very  clever  answer. 

1402.  Professor  Pigou : What  I really  wanted  to  get 
at  was  this : I thought  in  your  earlier  evidence  you 
stressed  this  subordination? — No,  that  is  not  really 
so;  I really  wanted  independence  of  thought. 

1403.  The  second  reason,  as  I understood  it,  for  the 
separate  assessment  was  that  under  the  separate 
plan  the  State  asks  more  from  men  and  women  when 
they  marry  than  when  they  do  not? — In  some  cases. 

1404.  Of  course  you  are  aware  that  various  schemes 
have  been  proposed  for  having  a lower  rate  of  tax 
when  they  are  married? — Yes. 

1405.  So  that  it  would  not  necessarily  follow,  on 
the  whole,  if  that  were  introduced? — No,  that  would 
come  under  Sir  Thomas’s  point  of  ability  to  pay, 
which  I always  put  second.  It  would  not  help  me  at 
all  on  the  main  issue. 

1406.  That  was  your  second  argument? — Yes,  it  is 
an  argument,  but  it  is  a secondary  one. 

1407.  Though  it  is  secondary,  still  it  is  desirable  to 
consider  it,  and  it  is  not  always  applicable  if  you 
had  this  other  form? — That  is  so. 

1408.  Then  there  was  a practical  difficulty;  I was 
not  quite  clear  how  you  proposed  to  distinguish  the 
income  of  the  man  and  wife.  Supposing,  for  instance, 
a man  and  his  wife  both  kept  a shop,  how  are  you 
going  to  decide  what  proportion  of  that  income  is 
due  to  one  and  what  to  the  other? — I cannot  give  an 
answer  “ Yes  ” or  “ No  ” to  that. 

1409.  Chairman : No,  not  quite,  but  perhaps  you 
might  with  just  a little  modification. — You  have 
really  touched  there  on  one  of  the  main  reasons  why 
I should  like  them  separately  assessed,  because  the 
wife  hardly  ever  knows  what  she  has  to  count  upon  as 
an  income,  and  if  she  is  helping  the  man  in  his  shop 
or  in  any  other  way,  and  she  has  for  Income  Tax 
reasons  to  get  a definite  valuation  of  what  her  help 
really  amounts  to,  I think  it  would  be  an  admirable 
thing  for  the  sake  of  the  family. 

1410.  Professor  Pigou : Surely  what  would  happen 
would  be,  since  they  have  to  pay  the  smallest  Income 
Tax  if  they  both  allege  that  tney  earn  half,  that  they 
would  always  allege  that  they  earned  half  each? — 
Well,  so  far  so  good.  She  knows  that  her  husband 
says  before  the  Income  Tax  people  that  she  earns 
half  the  income;  that  is  excellent  for  her. 

1411.  That  would  be  your  method  then;  when  they 
did  anything  jointly  you  would  assume  each  of  them 
responsible  for  half? — No,  only  if  they  said  so. 


1412.  But  they  would  have  to  say  something.— 
That,  again,  is  a point  for  consideration  as  to  how 
the  incidence  of  taxation  assessed  on  a separate 
instead  of  a joint  basis  can  best  be  carried  out,  and 
if  you  think  of  it  seriously  and  call  women  together 
to  submit  suggestions  on  those  points,  I should  be 
glad  to  consider  such  questions  then. 

1413.  It  had  not  occurred  to  you,  I suppose,  to 
draw  any  distinction  between  earned  and  unearned 
income,  in  this  sense — that  it  might,  perhaps,  be 
suggested  that  earned  income  should  be  separately 
assessed  but  unearned,  not? — No,  I want  the  whole 
thing. 

1414.  You  lay  equal  stress  on  both? — Yes. 

1415.  Mr.  Mackinder:  Have  you  considered  how 
you  would  apportion  allowances  for  children  and  for 
insurance  payments  in  the  case,  for  instance,  where 
you  have  a husband  and  wife  each  with  an  income 
but  unequal  incomes;  for  instance,  supposing  the  man 
had  £300  a year  and  the  wife  had  £100  a year  and 
there  is  a children’s  allowance;  have  you  thought 
out  the  practical  question? — Yes,  and  I thought  that 
the  children’s  allowances  ought  to  be  made  on  the 
joint  income. 

1416.  So  that  as  a fact  where  there  is  a family  the 
return  would  be  a joint  return  but  treated  for  the 
purposes  of  the  rate  of  assesment  or  of  allowance  as 
separate? — Of  course,  you  will  remember  that  at  the 
outset  I pointed  out  that  the  children  could  only  be 
regarded  as  the  result  so  to  spea'k  of  the  marriage, 
whereas  any  income  that  the  wife  earned  might  have 
been  earned  whether  she  was  married  or  not ; I would 
follow  that  principle. 

1417.  What  it  comes  to  then  is  that  where  there  is 
a family  there  would  have  to  be  a joint  return,  atid 
the  separation  would  only  be  for  the  purposes  of  assess- 
ing the  rate? — Do  not  you  do  that  really  up  to  £500? 

1418.  Yes,  but  I want  to  get  from  you  what  the 
position  you  are  contemplating  would  be.  I want  to 
get  the  logical  conclusion  and  see  whether  you  wish 
to  follow  it  out.  In  the  case  of  a butcher  and  his 
wife  and  a joint  business,  they  have,  according  to 
this,  a single  return  for  practical  purposes,  but  it  is 
assumed  that  they  each  earn  equally  ? — Yes. 

1419.  I assume  that  because  it  would  give  them  the 
lowest  rate? — Yes,  that  is  right. 

1420.  Now  I tafce  another  case  of  a mother  who, 
because  she  has  a number  of  children,  is  unable  to 
give  assistance.  Would  you  claim  that  as  a mother 
she  ought  to  have  payment  as  well  as  if  she  gave  a 
portion  of  her  time  to  working  and  helping  her 
husband  who  happened  to  be  a butcher  or  a baker? — 
That,  of  course,  comes  in  under  the  single  income 
question. 

1421.  No.  The  case  I am  putting  to  you  is  this: 
Assume  no  unearned  income  on  either  side  to  get 
simplicity.  Assume  earned  income  entirely.  Assum- 
ing that  it  happens  to  be  a business  in  which  the 
wife  can  lend  help — there  are  some  businesses  in  which 
a wife  cannot? — -That  is  so. 

1422.  The  net  effect,  I think  we  are  agreed  more  or 
less,  would  be  a tendency  to  divide  the  income  equally 
in  order  to  get  the  lowest  rate? — Yes. 

1423.  Whatever  the  wife’s  contribution,  the  ten- 
dency would  be  to  that.  If  that  is  so,  would  you 
follow  out  the  logical  conclusion,  and,  in  a case  where 
the  wife  is  unable  to  give  help  because  she  is  the 
mother  of  a'  family  and  has  children,  would  you  wish 
to  assess  her  as  being  paid  and  as  earning  an  income? 
— No,  I dealt  with  that  point  in  part  of  my  evidence- 
in-chief  where  I said  that  comparing  Examples  9 and 
10,  it  appeared  that  where  the  husband  was  the  sole 
earner  an  increase  of  £150  upon  an  income  of  £500 
rendered  the  married  couple  liable  to  about  £40 
further’  tax  in  a case  of  joint  assessment.  This  sharp 
increase  in  tax  showed  the  advantage  of  the  cases  of 
separate  assessment  up  to  £500  where  both  husband 
a'nd  wife  were  earning,  and  it  also  raised  the  question 
of  the  desirability  of  extending  more  liberal  treatment 
to  the  married  man  who  was  the  sole  support  of  both 
wife  and  children. 
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1424.  You  would  in  that  case  rest  mainly  on  income? 
— Up  to  certain  limits  I should  recommend  the  more 
liberal  treatment  of  the  married  men,  or  it  might  be 
women,  who  were  sole-earners,  in  order  to  bring  them 
into  more  equitable  relation. 

1425.  You  would  draw  a distinction  between  the 
woman  helping  the  man  by  keeping  the  home,  and 
the  woman  helping  the  man  by  coming  downstairs, 
assuming  they  are  living  over  the  shop,  and  helping  in 
the  shop? — Yes,  as  far  as  the  assessment  is  concerned. 
Might  1 add  that  of  course  the  allowance  would  there 
be  considered. 

1426.  Mr.  Mackinder  : Quite  ; 1 was  only  trying  to 
get  at  what  your  ideas  were. 

1427.  Mr.  Kerly  : Am  I right  in  supposing  that 
your  Recommendations  are  divisible? — As  to  the  last 
one — the  separate  assessment  of  husband  and  wife — 

I should  describe  that  as  a grievance  rather  than  a 
hardship,  and  as  to  all  the  others  it  is  hardship 
apart  from  any  grievance;  is  that  right? — Well,  I 
do  not  know  that  I could  allow  that.  I think  that 
there  is  considerable  hardship  in  the  present  arrange- 
men  for  united  assessment. 

1428.  Let  me  just  see.  Where  is  the  hardship 
apart  from  the  grievance  for  the  moment  . . .? — Well, 

I have  shown  in  several  cases  how  it  works  out,  and 
how  much  more  tax  it  really  means  upon  a com- 
paratively small  income  between  £500  and  £1,000. 

I have  shown  actual  hardship  on  comparatively 
limited  incomes.  A woman  does  not  get  any  ad- 
vantage from  having  herself  been  able  to  contribute 
to  the  family  purse  either  by  bringing  it  before  her 
marriage  or  by  earning  it  afterwards. 

1429.  Hardship  in  that  sense? — Yes. 

1430.  Very  well.  You  are  not  limiting  your 
objection  to  the  joint  assessment  to  cases  where  the 
wife  has  an  earned  income ; you  extend  your  objection 
to  the  cases  where  the  wife  has  an  unearned  income:' 
— I extend  it  to  all  cases,  because  it  is  the  general 
principle  of  the  separate  assessment  that  I am  here 
to  support. 

1431.  May  I just  remind  you,  I think  you  have 
forgotten,  or  it  has  been  forgotten  in  some  of  the 
questions  that  have  been  put  to  you,  that  the  right 
to  divide  where  the  total  income  is  under  £500  only 
extends  to  the  wife’s  earned  income? — Yes,  I know. 

1432.  And  there  is  no  such  provision  in  the  case 
of  the  wife’s  unearned  income? — I know ; it  comes  out 
in  the  Examples. 

1433.  Now  let  me  just  see.  As  regards  what  I call 
the  hardship  part  of  your  case,  in  many  cases  the 
suggestions  may  be  met  by  graduations  or  allowances. 
You  limit  your  objections  to  cases  up  to  an  income  of 
£1,000?— I only  limited  my  evidence. 

1434.  But  you  laid  stress  only  on  the  cases  up  to 
£1,000  income? — Yes,  because  I did  not  want  the 
evidence  to  extend  any  further;  but  while  I consider 
the  hardship  is  the  more  the  smaller  the  income,  in 
other  words . where  the  margin  is  small,  I wish  to 
apply  the  principle  for  all  incomes. 

1435.  As  regards  the  joint  assessment  it  would  be 
most  important  to  the  Revenue  at  any  rate  where  the 
income  is  substantially  over  £1,000.  Do  you  know 
that  it  has  been  suggested  that  the  joint  assessment 
will  lead  to  a loss  to  the  Revenue  of  50  million 
pounds? — Yes,  I have  read  that,  but  as  far  as  the 
women  are  concerned  they  think  that  loss  might  be 
made  up  in  some  way  more  equitable  than  the  present 
method. 

1436.  The  only  possible  way  would  be  by  putting  the 
burden  on  other  shoulders?— Yes,  other  shoulders 
than  because  of  marriage — on  the  shoulders  of  married 
and  unmarried  alike. 

1437.  Perhaps  you  will  listen  to  me  a little  more^— 
I will  not  say  patiently,  but  a little  more  readily,  if 
.1  tell  you  I am  very  much  in  accord  with  very  many 
of  your  suggestions,  but  I want  to  test  them  if  I 
may.  May  I suggest  that  the  reference  to  the  possi- 
bility of  people  living  4together  unmarried  is  such  a 
remote  accident  that  it  had  better  be  left  out  of  the 
discussion?— I should  not  like  to  leave  it  out  of  the 
discussion,  because  several  women  in  whom  T place 

‘ confidence  declare  that  it  is  taking  place. 


1438.  Then  we  had  better  clear  it  up  a little  bit. 

Is  tiiere  any  probability,  do  you  think,  of  any  sub 
stantial  number  of  women  with  property  entering 
into  unmarried  relationship  with  men? — No,  I hope 
not. 

1439.  Is  there  any  substantial  risk  of  women  earn- 
ing as  workers  large  and  substantial  incomes  entering 
into  such  relations  in  this  country? — I hope  not. 

1440.  The  cases  which  occur  are  cases  of  a joint 
association  without  marriage  between  poor  men  and 
women  or  between  a rich  man  and  a poor  women? — 
No,  between  men  and  women  who  are  both  working 
and  not  infrequently  are  professional  in  their 
activities,  as  I understand. 

1441.  Very  well.  Now  may  I put  it  to  you  that  the 
difficulty  about  giving  up  the  joint  assessment  is 
twofold.  First  of  all  there  is  the  possibility  of 
evasion,  because  in  practice  men  and  women,  husband 
and  wife,  generally  have  a joint  purse,  and  it  does 
not  matter  to  them  whether  they  purport  to  divide 
to  that  half  belongs  to  each,  or  whether  they  divide 
in  any  other  proportion.  You  appreciate  that  that 
is  the  practical  difficulty  in  the  matter? — Well,  yes, 
but  I ought  to  say  that  while  there  may  be  many  to 
whom  it  might  not  matter,  it  is  of  very  serious  im- 
portance to  a few. 

1442.  Is  not  the  ideal  that  you  have  in  mind  that 

the  wife  shall  have  a separate  purse? — No,  my  idea 
it  that 

1443.  That  she  should  keep  her  money  separately? — 

I hope  so,  but  that  is  not  the  point.  The  point  is  the 
statutory  recognition  of  the  equal  standing  of  men 
and  women.  It  is  not  a sex  grievance  but  the  placing 
of  the  responsibility  upon  every  individual  who  has 
to  see  to  the  financing  of  the  home  and  the  financing 
of  the  State. 

1444.  So  I thought,  and  that  is  why  I imagined 
your  desire  was  that  tho  wife  should  keep  her  own 
money  separately  apart  from  the  control  of  her 
husband,  and  manage  it  for  herself? — That  puts  in 
something  else.  That  puts  in  a feeling  of  strain 
between  husband  and  wife.  I do  not  want  that  to  be 
felt  at  all.  I do  not  wish  to  indicate  that.  It  is  the 
status  of  the  individual  that.  I think  of. 

1445.  You  can  have  separate  management  of  her 
separate  property  by  tbe  wife  without  affecting  tho 
rate  of  tax  upon  which  they  both  pay.  That  matter 
would  be  met  by  extending  section  21  so  that  in  all 
cases  there  could  be  separate  assessments,  though  at 
the  joint  rate,  and  the  wife  and  the  husband 
separately  liable  for  their  share. — That  would  not 
meet  what  the  women  are  asking. 

1446.  But  it  would  meet  that  part  of  the  difficulty? 

It  would  not  meet  what  the  women  regard  as  tho 

most  important  point. 

1447.  Is  not  that  the  grievance?  What  the  women 
vou  represent  are  really  troubled  about  is  the 
grievance,  is  it  not? — No,  I do  not  like  the  word 
“ grievance.”  The  women  in  our  Council  are  not  at 
all  women  who  want  to  air  grievances.  We  are 
rather  out  to  try  to  secure  new  legislation  upon  lines 
that  we  think  will  conduce  to  a higher  standard  of 
responsibility  being  felt  by  all  the  individuals  who 
have  to  take  responsibility  for  the  legislation,  and  we 
think  this  is  an  important  point. 

1448.  You  appreciate,  I am  sure,  that  before  the  law 
the  men  and  women  stand  in  exactly  the  same  posi- 
tion?— Yes. 

1449.  Only  in  practical  life  it  is  the  man  who 
manages  the  joint  property.  Is  not  that,  which  is 
one  of  the  regulations  of  social  life  and  not  of  the 
law.  what  you  really  want  to  deal  with? — No,  what 
we  want  to  deal  with  is  the  law  so  that  we  can 
bring  it  home  to  women  that  they  really  have  to 
consider  the  money  question,  and  that  they  are  indi- 
viduals in  regard  to  their  taxation.  It  is  not  a sex 
grievance.  I am  thinking  of  it  as  an  equal  citizen- 
ship demand. 

1450.  The  alteration  of  the  law  introduced  by  the 
Married  Women’s  Property  Act  has  really  no  bearing 
upon  this  matter  has  it?  That  only  dealt  with  the 
right  to  control  the  wife’s  own  income? — Yes,  her 
own  right. 
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1451.  It  had  nothing  to  do  with  the  rate  at  whicn 
she  should  pay  Income  Tax?— It  would  bo  logical  that 
iFthe  wifeP.sym  control  of  her  own  income  she  should 
be  assessed  for  it  as  a separate  income. 

1152.  No,  not  if  the  reason  for  a joint  ass»smen 
that  there  is  a common  purse  and  that  the  two 
people  are  contributing  as  a firm  to  supportacommon 
iund  —But  1 have  just  said  at  the  very  beginning  ol 
my1  evidence  that  1 did  not  wish  the  State  to  give  any 
colour1  to  the  idea  that  marriage  was  a commercial 
partnership,  and  that  is  just  exactly  4^e  “P8  a 

which  you  are  putting  it  I regard  it  simply  » 
partnership  for  the  sake  of  the  rearing  of  a family 
and  the  training  of  children  in  the  State. 

1453.  Is  the  State  to  be  blind  to  the  tact  that  m 
normal  conditions  the  wife  contributes , what  ste  has 
to  support  herself  and  her  husband  and  her  fam  ly, 
and  the  husband  contributes  what  he  has?— All  that 
you  say  brings  it  to  the  fact  that  you  wish  the  State 
S standardSe  the  idea  that  marriage  involves  a 
joint  purse  and  a commercial  patnership;  that  is 
exactly  what  I think  is  unsound. 

1454  Are  you  satisfied  with  the  present  wives 
allowance?— Do  you  mean  what  is  my  personal 

1 1155.  Yes.— Many  members  of  my  Committee  wish 
that  it  should  be  raised  in  the  case  of  small  incomes 

1456.  If  the  justification  for  a joint  assessment  is 
that  there  is  a common  home,  does  not  it  logically 
follow  that  you  should  appreciate  that  two  people 
have  got  to  live  out  of  the  income  instead  of  one. 

I would  suggest  to  you  that  the  wives  allowance  is 
hopelessly  inadequate  on  that  footing.  ies. 

1457.  And  that  it  should  be  a proportion  of  the 
total  income— you  have  not  considered  it?— les,  we 
did  consider  it.  We  consider  that  the  other  method 
is  the  fairer  in  the  end. 

1458.  Can  you  give  me  any  reason  for  it? — I mean 
the  method  of  the  separate  assessment. 

1459.  I beg  your  pardon,  I did  not  quite  follow 
you.  As  regards  the  allowance  for  children,  one  of 
the  difficulties  that  was  put  to  you  would  be  met,  1 
think  if  the  allowance  was  only  made  upon  proof 
that  ’it  had  been  expended.  For  instance,  you 
suggest  that  there  should  be  an  allowance  for  children 
up  to  the  age  of  18? — Yes. 

1460.  That  might  be  limited  to  cases  where  the 
amount  allowed  had  been  expended  on  the  children’s 
education? — I do  not  think  I said  that.  I think  I 
said  that  the  increase  was  for  educational  purposes, 
and  need  not  be  necessarily  applied  when  they  were 
exempted  on  any  other  ground  from  those  educational 
requirements,  and  were  earning. 

1461.  You  would  be  satisfied,  I suppose,  if  the  allow- 
ance were  only  made  where  an  amount  equal  to  the 
allowance  was  expended  or  had  been  expended?— 
No,  I did  not  put  that  point.  I did  not  say  so,  and 
I am  not  prepared  to  say  so. 


1462.  Chairman : We  are  very  much  obliged  to  you, 
Mrs.  Gordon.  You  have  answered  the  questions 
extremely  well,  particularly  when  it  is  remembered 
that  you  are  only  one,  and  there  are  20  people  round 
you  each  with  different  ideas.  I compliment  you  on 
the  manner  in  which  you  have  answered.  Your  little 
speeches  I have  enjoyed  thoroughly,  and  they  have 
added  to  the  pleasure  of  the  meeting.  Thank  you 
very  much. 

1463.  Mrs.  Knowles,  we  have  two  other  witnesses, 
and  1 do  not  like  to  keep  them  waiting.  Have  you 
something  which  you  would  like  to  ask  Mrs.  Gordon? 

1464  Mrs.  Knowles  : I only  wanted  to  say  1 entirely 
agree  with  Mrs.  Gordon,  that  everything  a woman 
can  get  she  ought  to  get.  As  a matter  of  tact  1 
cannot  understand  any  woman  being  subordinate,  but 
then  that  is  personal  to  me.  Do  not  you  think  as  a 
practical  thing  if  you  had  to  make  a compromise 
you  might  compromise  on  the  earned  income?  lou 
cannot  earn  money  without  spending  money.  I qnite 
understand  that,  but  I am  here  to  say  that  we  would 
accept  no  compromise;  we  do  not  want  any  com- 
promise. What  I do  think,  if  I may  say  so,  is  if 
you  seriously  want  a compromise,  the  best  way  to  do 
it  would  be  to  ask  a number  of  the  women  to  consult, 
placing  expert  assistance  at  their  disposal  in  dealing 
with  the  more  difficult  calculations,  and  let  them 
consider  the  desirability  of  arriving  at  some  com- 
promise at  any  rate  in  beginning  any  new  regime 

1465.  Do  not  you  think  there  is  a very  much  greater 
hardship  in  the  woman's  earned  income  being  lumped 
in  with  the  husband’s?  After  all,  two  people  live 
cheaper  than  one— I mean  it  is  cheaper  to  be  married 
I know  that  is  my  own  experience.  My  husband  and 
I lived  much  cheaper  when  we  first  got  married.  - 1 
never  generalise  ftom  my  own  personal  experience. 

1466  That  is  true,  but  taking  the  case  of  earned 
incomes,  if  you  go  out  you  have  to  spend.  Do  you 
not  think  it  would  be  a practical  thing  if  you  confined 
the  concession  to  earned  income?  You  have  to  re- 
member that  in  practice  very  rich  women  marry,  and 
would  get  ofi  Super-tax,  and  I do  not  really  see  why 
they  should-I  could  not  agree  to  what  yon  say  1 
am*  here  representing  a Council  who  include  both 
the  earned  and  the  unearned  in  their  statements. 


1467  Would  you  only  envisage  people  whose  income 
is  under  the  first  ?— No,  we  have  considered  the  whole 
question,  and  Super-tax  as  well.  Although  I »P?°»lly 
limited  my  evideice  to  the  smaller  incomes  what  I have 
to  say  is  that  my  Counoil  apply  it  quite  generally  to 
all  grades  of  incomes,  both  earned  and  unearned.  If, 
however  there  is  a serious  opinion  that  there  might 
be  compromise  along  certain  lines  I am  finite . sure 
that  the  leading  members  of  my  Council  and  others 
will  be  glad  to  give  any  assistance  m taxing  all  the 
facts  into  consideration,  but  as  long  as  they  are  kept 

outside  the  expert  discussions,  and  have  not  the  ad- 
vantage of  hearing  and  knowing  the  intimate  facts 
they  cannot  properly  consider  a compromise. 

1468.  Chairman : Mrs.  Knowles  is  here,  and  we  can 
discuss  that  point  later,  Mrs.  Gordon. 


Sir  Edward  Brabrook,  C.B.,  and  Mit.  J.  E,  Allen,  on 

of  Science,  called 

Mr.  Allen  handed  in  the  following  statement  as  his 
evidence-in-chief  : — 

1469.  The  Committee  on  War  Finance,  in  its  Reports 
for  1916  and  1917,  referred  to  Income  Tax  and 
suggested  certain  improvements  directed  towards  mak- 
ing it  fairer  and  more  productive.  But  the  Com- 
mittee thought  that  the  question  was  too  large  to  be 
dealt  with  merely  as  one  among  several,  and  accord- 
ingly appointed  a special  Sub-Committee : — 

“ To  consider  and  report  upon  possible  amend- 
ments to  the  law  relating  to  Income  Tax.” 

1470.  The  Sub-Committee  prepared  and  circulated 
a Questionnaire  and  obtained  opinions  in  reply  from 
Accountants,  Surveyors  of  Taxes  and  others. 

1471.  The  Sub-Committee  drew  up,  in  1918,  an 
Interim  Report,  a copy  of  which  was  sent  to  the 
Chancellor  of  the  Exchequer  and  the  Secretary  to  the 
Treasury.  The  Committee  has  not  arrived  at  a final 


behalf  of  the  British  Association  for  the  Advancement 
and  examined. 

Report,  and  therefore  has  not  presented  one  to  the 
Credit,  Currency  and  Finance  Committee. 

1472  As  Hon  Secretary  of  the  Committee  I am 
authorized  to  submit  the  following  points  as  those  on 
which  there  is  a considerable  amount  of  practical 
agreement  in  the  Sub-Committee. 

(1)  That  the  Income  Tax  is  the  fairest,  cheapest 

and  most  productive  of  all  possible  taxes. 

(2)  That  the  tax  requires  to  be  adjusted  to  the 

much  increased  demand  for  Revenue. 

(3)  That  it  is  indefinitely  elastic  and  can  be  made 

to  produce  as  much  Revenue  as  the  citizens 

as  a body  think  justifiable.  „ 

(4)  That  if  skilfully  adjusted  to  the  ability 

of  each  taxpayer  it  imposes  little  real 

burden.  

* We  assume,  of  course,  the  existence  of  a constitutional 
Government;  a despotic  Government  might  use  the  Income  lax 
as  an  instrument  of  oppression. 
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(5)  That  a heavy  Income  Tax  has  a tendency  to 

lower  prices  of  commodities  in  general, 
just  as  an  inflation  of  the  currency  in- 
creases them. 

(6)  That  a graduated  Income  Tax,  unlike  most 

(if  not  all)  other  taxes,  makes  for  greater 
equality  of  spending  power. 

(7)  That  the  symmetry  and  equity  of  the  tax  are 

marred  by  “ steps  and  jumps  ” at  arbitrary 
points  in  the  scale  of  graduation. 

(8)  Unit  the  tax  should  bo  intercepted  at  the 

time  when  the  taxpayer  receives  his  in- 
come. 

(9)  That  the  existing  machinery  of  the  tax  should 

be  preserved  as  far  as  possible,  and  that  the 
most  useful  and  inexpensive  machine  in  the 
tax-collecting  plant — “ collection  at  (or 
through)  the  source,”  should  be  preserved 
and  extended. 

(10)  We  are  inclined  to  suggest  thdt  the  tax  on 

salaries',  wages  and  other  periodical  pay- 
ments should  be  deducted  by  the  person 
making  the  payments,  at  the  time  of 
payment. 

(11)  That  the  employer  or  paymaster  should  be 

made  the  agent  of  the  Inland  Revenue  in 
collecting  the  tax,  and  that  lie  should  be 
given  some  small  remuneration  for  his 
trouble. 

(12)  That  tax  should  be  deducted  at  the  lowest 

“earned”  rate  from  all  wages  and  small 
salaries,  and  that  in  the  case  of  regular 
payments  such  as  wages  or  salaries  the  tax- 
payer s abatement  and  allowances  should 
be  taken  into  account  at  the  time  of 
deduction. 

(13)  That  in  the  case  of  “unearned  ” income, 

deductions  should  not  be  made  at  the 
highest  rate  as  at  present,  because  only  a 
small  fraction  of  taxpayers  are  finally 
liable  to  pay  this  rate. 

(14)  That  in  all  arrangements  and  re-arrange- 

ments in  connection  with  Income  Tax  the 
convenience  of  the  taxpayer  should  be  con- 
suited  before  that  of  the'  tax-collector. 

(15)  That  the  forms  connected  with  assessment 

and  collection  should  be  stated  in  simple 
language,  and  that  the  taxpayer  should  be 
treated  as  a reasonable  citizen  who  is 
willing  to  do  his  duty  to  the  State  when  he 
knows  what  it  is. 

(16)  That  no  concession  which  makes  a tax  fairer 

should  be  refused  by  a Finance  Minister 
on  the  ground  that  “ he  cannot  afford  it.” 

(17)  That  all  changes  which  make  a tax  system 
. _4a,lrer  make  it  more  productive  of  revenue. 

(18)  We  have  considered  various  scales  of  gradua- 

tion, but  in  the  absence  of  knowledge  as  to 
the  resulting  produce  we  are  not  prepared 
to  make  a recommendation. 

(19)  We  think  that  any  abatement  which  may  be 

granted  should  be  granted  on  all  incomes 
whatever  their  amount;. 

(20)  The  Committee  was  not  unanimous  on  the 

question  of  “ earned  ” and  “ unearned  ” 
incomes,  but  was  inclined  to  dislike  this 
kind  of  differentiation.”  In  particular 
we  could  not  see  why  the  income  from  a 
man  s own  savings'  should  be  treated  as 
unpnrnpH  ” 


the  Commissioners  may  ask  you  questions  upon  them  ? 
—I  think  really  this  statement  is  sufficiently  full  upon 
all  the  matters  upon  which  we  have  agreed.  1 am 
ready  to  submit  to  cross-examination  upon  it  at  once 
if  you  please. 

1477.  Mr.  Kerly  : Has  your  Committee  considered 
the  method  of  making  a regular  graduation  by  apply- 
ing the  Super-tax  method,  and  letting,  say,  each  £100 
bear  its  own  hate,  the  21st  £100  having  its  rate,  and 
the  51st  having  its  rate? — That  is  one  of  the  sugges- 
tions which  have  been  before  us,  but  that  is  one  of 
the  points  upon  which  we  have  not  been  able  to  come 
to  an  agreement.  On  the  question  of  graduation,  we 
are  all  agreed,  I think,  that  it  must  be  a smooth 
graduation,  but  how  that  smoothness  is  to  be  arrived 
at  is  a question  of  very  considerable  difficulty.  There 
is  a very  excellent  little  book  by  a Mr.  Glover,  Civil 
Engineer,  of  Loughton,  Lancashire,  which  gives  a 
geometrical  solution  of  that,  which  is,  I think,  that 
the  tax  should  equal  m times  the  income  to  the  nth 
power  where  n is  greater  than  1,  and  m is  a small 
fraction.  That  is  one  way  in  which  a smooth  gradua- 
tion might  be  obtained.  Another  way,  which  I think 
Mr.  Allen  has  adopted,  is  that  steps  in  the  graduation 
should  start  from  the  point  at  which  the  graduation 
is  taken.  I will  leave  him  to  explain  his  view  with 
regard  to  that  if  you  will  allow  me.  Then  there  is  a 
third  method,  for  which  I am  rather  responsible 
myself,  which  starts  upon  the  formula'  that  for  every 
ten  times  income  there  should  be  fourteen  times  tax 
imposed.  That  would  make  a perfectly  smooth  gradu- 
ation, and  there  are  others;  but  we  have  not  been 
able  to  arrive  at  a conclusion  with  regard  to  which 
method  of  graduation  should  be  adopted,  or  suggested 
for  adoption. 

1478.  Very  well  then,  you  have  nothing  further  to 
say  about  the  method  which  I have  just  suggested 
to  you.  May  I point  out  that  it  is  of  no  interest 
whatever  to  the  taxpayer  how  your  Table  is  arrived 
at;  it  is  the  only  result  that  he  is  concerned  with. — 
Clearly. 

1479.  Whether  you  arrive  at  it  by  a formula  or  not 
does  not  matter  to  him? — I hesitate  to  say  anything 
more  because  I am  here  merely  as  representing  the 
Sub-Committee,  and  they  have  not  arrived  at  any 
conclusion  upon  those  points. 

1480.  I see  one  of  your  recommendations  is  that 
allowances  should  be  gra'nted  throughout? — Yes,  that 
where  you  start  with  an  initial  sum  which  is  not  to  be 
liable  to  duty  an  equivalent  sum  should  be  allowed  on 
every  other  income,  whatever  the  allowance  may  be. 

In  other  words,  suppose  you  say  that  £100  is  not  to 
be  liable  to  duty,  then  a ma'n  with  £1X),000  would  pay 
only  on  £9,900. 


‘ unearned 
[This  concludes  the  evidence-in-chief.] 

1473.  Chairman:  Sir  Edward,  are  you  the  one  who 
Yes°ing  t0  take  the  oase?—(Sir  Edward  Brdbrooli) : 

1474.  There  is  a statement  that  Mr.  Allen  has  put 
111  • — I accept  that,  if  you  please. 

1475.  Are  you  going  to  make  a statement  to  the 
Commissioners  on  that,,  or  are  you  just  accepting  that 
fv • , ?mg .th?m  ask  questions  upon  it?— I almost 
think  that  it  is  complete  as  it  stands,  though  perhaps 
I may  be  permitted  to  say  just  a word  or  two  upon 
one  or  two  points  with  regard  to  it. 

.1476-  The  Commissioners  will  probably  ask  you  cer- 
tain questions,  and  I want  you  to  put  the  important 
points  in  as  short  a wav  as  you  possibly  can  so  that 


1481.  I appreciate  that.  That  would  fit  in  with  the 
suggestion  I have  just  made  to  you.  Would  you  also 
suggest  that  allowances  for  children  and  wives,  and 
Life  Insurance,  should  be  made  without  reference  to 
the  total  income? — Is  that  one  of  the  suggestions  con- 
tained here? 

1482.  I did  not  know  whether  it  was  intended  to  be 
included  in  point  No.  19? — I do  not  think  that  that 
is  a point  on  which  we  have  arrived  at  any  agreement. 
My  own  impression  is  that  it  would  be  very  desirable 
to  avoid  all  such  allowances  by  having  a graduation 
that  would  be  satisfactory  whatever  the  amount  of 
income  were,  but  that  is  only  a pious  opinion  of  my 
own,  and  I do  not  want  to  put  it  forward  as  the 
opinion  of  the  Committee. 

1483.  That  would  be  open  to  the  obvious  objection 
that  it  would  not  attempt  to  deal  with  differences  of 
need,  differences  of  family  for  instance,  in  the  case 
of  even  small  incomes? — I would  rather  amend  the 
expression  “ ability  to  pay  ” as  meaning  “ ability  to 
live  on  what  is  left.”  That  I think  is  the  test  of  what 
Income  Tax  should  be. 

1484.  Sir  J.  Harmood-Banner : I see  by  point  2G 
you  have  not  come  to  a unanimous  opinion  on  the 
question  of  earned  and  unearned  incomes,  though  in 
points  10  and  13  you  do  refer  to  the  question  of 
unearned  incomes.  You  say  that  from  unearned  in- 
come deduction  should  not  be  made  at  the  highest 
rate  as  at  present? — That  appears  to  be  a convenient 
arrangement,  but  it  really  is,  of  course,  a Depart- 
mental question. 
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1485.  Do  you  consider  that  the  question  of  un- 
earned and  earned  incomes  is  really  a matter  which 
might  be  dealt  with  without  special  • graduation? — 

If  the  distinction  is  adopted,  that  is  so;  but  I confess 
my  own  personal  opinion  is  that  the  distinction  be- 
tween earned  and  unearned  incomes  is  an  unsubstan- 
tial one,  and  that  it  would  be  better  to  charge  the 
same  rate  upon  all  incomes  whether  earned  or 
unearned  in  the  technical  interpretation. 

1486.  I see  you  are  strongly  in  favour  of  continuing 
the  collection  from  the  source,  with  which  I quite 
agree.  Then  you  say  you  are  inclined  to  suggest  that 
tax  on  salaries,  wages,  and  other  periodical  payments, 
should  be  deducted  by  the  person  making  the  pay- 
ments at  the  time  of  payment.  It  is  difficult  to  see 
how  that  could  be  carried  out  in  the  case  of  many 
of  the  accidental  profits  which  a man  has  to  bring  in. 
—That  is  so,  but  it  would  greatly  relieve,  I think, 
the  Departmental  pressure  if  arrangements'  were  made 
by  which,  where  incomes  are  earned  weekly  or 
monthly,  the  person  paying  wages  were  allowed  to 
deduct  Income  Tax  from  them,  or  required  to  deduct 
it  from  them,  j,ust  in  the  same  way  as  insurance  pay- 
ments are  deducted  now  by  the  employer. 

1487.  You  are  aware  that  there  is  a very  strong 
feeling  amongst  the  Labour  Party  that  this  should 
not  be  done? — I am  afraid  that  that  is  so,  yes. 

1488.  In  fact  it  is  being  made  a peg  to  hang  some 
difficulties  on  at  the  present  time  in  relation  to  Income 
Tax  ? — Yes. 

1489.  Looking  at  the  fact  that  everything  is  to  be 
as  far  as  possible  deducted  at  the  source  would  you 
suggest  keeping  up  some  individual  record  of  each 
taxpayer,  and  following  him  up  in  order  as  far  as 
possible  to  collect  the  tax  which  would  not  come  in  from 
the  source? — I am  afraid  that  the  proposal  could  not 
be  worked  out  without  some  amount  of  Departmental 
difficulty,  but  I hope  it  would  be  possible  so  to  arrange 
it  that  those  difficulties  would  be  overcome. 

1490.  For  instance,  with  regard  to  underwriting 
commissions  and  other  commissions  which  are  receiv- 
able in  the  City  to  a large  extent,  how  would  you 
arrange  to  bring  those  in? — It  would  be  very  difficult 
indeed. 

1491.  Without  having  some  personal  return? — I 
think  we  cannot  dispense  with  the  personal  return; 
that  would  have  to  be  made  in  practically  every  case, 
but  I should  like  to  make  it  as  simple  as  possible. 

1492.  Mr.  Manville : Do  you  not  think  that  if  in 
the  case  of  wages  of  workpeople  particulai'ly  the  tax 
were  deducted  at  the  source,  that  is  by  the  employer, 
it  would  probably  result  in  pressure  being  put  upon 
the  employer  to  pay  the  tax  himself?- — I do  not  know 
why  it  should  be  so  more  than  in  the  case  of  insurance. 

1493.  It  would  be  a considerable  sum? — No  doubt 
that  is  so.  That  is  a point  which  would  have  to  be 
borne  in  mind. 

1494.  Mr.  McLintock : With  regard  to  the  sugges- 
tions as  to  the  extension  of  the  principle  of  taxation 
at  the  source,  do  you  not  think  the  practical  diffi- 
culties in  the  way  of  carrying  these  out  are  almost 
insuperable?  For  example,  take  a public  works  with 
2,000  employees.  It  means  that  every  single  employee 
would  have  to  declare  his  total  income  to  his  employer 
in  order  to  determine  the  rate  of  tax  to  be  kept  from 
him  ? — Yes. 

1495.  Do  you  think  that  that  is  a practical  pro- 
position?-— It  might  be  worked,  I think,  through  a 
system  of  wages  papers,  and  things  of  that  kind,  but 
I admit  it  would  be  full  of  difficulty. 

1496.  So  many  difficulties  as  to  be  impracticable? — 
That,  of  course,  remains  as  a question  for  those  who 
have  to  administer  the  Act.  We  are  merely  talking 
of  what  would  be  desirable  if  it  were  practicable. 

1497.  Take  the  next  point.  All  Income  Tax  returns 
are  secret.  Every  employer  does  not  know  his  em- 
ployee’s total  income  from  every  source,  or  his  wife’s 
income.  I suggest  that  employees  would  never  con- 
sent to  declare  to  their  employers  what  their  total 
income  was  from  every  source? — They  would  have  to 
declare  to  the  Surveyor  of  Taxes  what  was  the 
amount  of  their  income  no  doubt. 

1498.  But  your  suggestion  here  is  that  the  em- 
ployer should  be  made  the  agent  of  the  Inland 
Revenue  in  collecting  the  tax,  and  that  he  should  be 
given  some  small  remuneration  for  his  trouble.  T 


suggest  that  no  small  remuneration  will  ever  com- 
pensate him  for  the  amount  of  labour  that  would  be 
involved,  even  if  he  were  agreeable? — Unless  the 
organisation  were  made  very  perfect  I quite  think 
that  is  the  case. 

1499.  You  make  another  suggestion  that  not  only 
should  the  employers  deduct  the  tax,  but  they  should 
determine  the  rate  according  to  the  total  income,  and 
they  should  also  give  him  his  abatement  and  his 
allowance? — That  relates  only  to  the  lowest  rate  I 
think. 

1500.  You  have  the  added  labour  of  arriving  at  the 
various  allowances;  you  have  to  find  out  how  many 
children  he  has,  and  what  his  insurance  premiums 
are.  The  same  remarks  that  I made  generally  on  the 
collection  by  an  employer  would  apply  to  No.  12?— No 
doubt. 

1501.  The  practical  difficulties  are  very  great? — 
Yes. 

1502.  In  No.  13  you  suggest  that  in  the  case  of  un- 
earned income,  deductions  should  not  be  made  at  the 
higher  rate  as  at  present,  because  only  a small  pro- 
portion of  taxpayers  are  liable  to  pay  this  rate.  How 
do  you  suggest  that  a limited  company  is  to  deal 
with  1,000  shareholders  ? At  present  we  have  taxa- 
tion at  the  source  there,  and  individuals  as  you  know 
claim  repayment,  or  such  adjustment  as  they  may  be 
entitled  to  according  to  the  total  income? — I take  it 
that  from  each  person  the  average  rate  would  be 
deducted,  and  that  in  his  return  to  the  Surveyor  of 
Taxes  he  would  have  to  show  what  the  proper  rate 
would  have  been,  and  to  pay  the  difference. 

1503.  Are  you  not  destroying  the  very  principle 
that  you  are  seeking  to  build  up — of  taxation  at  the 
source— in  a case  like  that,  by  every  shareholder 
making  a supplementary  return  to  the  Surveyor  ot 
Taxes?— It  would  be  very  undesirable  undoubtedly, 
but  I hope  it  would  not  destroy  the  system. 

1504.  Assuming  a shareholder  has  an  income  of 

£10,000  a year,  and  gets  his  tax  retained  by  a limited 
company  at  the  lowest  rate,  how  do  you  suggest  the 
Revenue  is  to  get  the  balance  of  the  tax  from  him.— 
Only  by  an  individual  return ; I see  no  other  method 
whatever.  , , , . .,  ,0  T„ 

1505.  That  is  increasing  the  labour,  is  it  not.— in 
this  memorandum  we  advise  doing  it  by  the  least 
amount  of  labour;  it  certainly  would  increase  the 
labour. 

1506.  Professor  Pigou : Is  not  the  case  of  your 
Point  No.  13  rather  weakened  by  the  fact  that  ad- 
justments are  now  often  made  by  charging  less  on 
earned  income  without  the  trouble  of  making  an 
actual  return? — I was  not  aware  of  that. 

1507.  If  a person  has  unearned  income  liable  at 
less  than  the  full  rate,  then  he  does  not  have  to  claim 
back,  but  when  he  pays  his  tax  on  his  earned  income 
the  matter  is  adjusted  by  the  Surveyor ?— Quite  so, 
yes ; I know  that  that  can  be  done. 

1508.  Does  not  that  weaken  the  case  for  this  No.  13 
a good  deal?  At  present  there  is  not  the  difficulty 
about  actually  getting  the  money  back?— No.  By 
some  adjustment  of  that  kind  a good  deal  of  trouble 
might  undoubtedly  be  saved. 

1509.  I should  have  thought  in  view  of  the  fact 
that  that  was  done  there  was  really  no  particular 
reason  for  making  the  change? — It  is  no  doubt  a 
hardship  in  some  cases.  It  has  been  pressed  upon  us 
that  the  full  amount  is  deducted,  and  there  is  trouble 
in  getting  the  difference,  but  I do  not  myself  feel 
very  strongly  that  pressure,  and  ’ I am  very  much 
inclined  to  think  that  if  the  method  of  estimating  the 
amount  of  taxation  appropriate  to  a particular 
income  were  simplified,  the  simplification  of  the 
method  of  collecting  at  the  source  might  also  follow. 

1510.  In  regard  to  No.  4,  of  course,  if  it  is  skil- 
fully adjusted  to  ability  the  tax  imposes  little  real 
burden  ; that  it  not  intended  to  apply  to  the  present 
rate  of  tax  I suppose? — No,  the  whole  of  the  meaning 
of  that  recommendation  I think  is  involved  in  the 
word  “ skilfully.”  It  has  to  be  adjusted  in  some 
measure  which  we  have  not  yet  been  able  to  devise. 

1511.  Is  it  suggested  that  however  skilfully  it  was 
done,  the  present  Income  Tax,  collecting  the  present 
amount  of  monev,  would  involve  little  real  burden? 
(Mr.  Allen)  : What  I mean  by  the  skilful  adjustment 
to  the  ability  of  the  taxpayer  is  this,  In  the  last 
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five  years  the  income  of  the  country  has  risen  by 
about  half,  but  the  people  are  no  better  off.  If  that 
one  half  had  been  taken  bjr  taxation  we  should  have 
no  war  debt.  If  you  imagine  the  Income  Tax 
really  adjusted  to  each  person’s  ability  to  pay  you 
lower  prices,  or  you  reduce  the  general  purchasing 
power  of  people,  and  you  increase  in  proportion 
the  purchasing  power  of  each  £ they  have  got. 
Therefore,  really  I would  go  so  far  as  to  say  that  if 
your  Income  Tax  is  sufficiently  well  adjusted  it  im- 
poses no  burden  at  all,  and  it  tends  to  the  apprecia- 
tion of  the  currency.  What  you  have  had  in  the  last 
five  years  is  a concealed  Income  Tax  on  all  incomas 
equivalent  to  the  fall  of  the  purchasing  power  of 
the  £ sterling.  If  you  had  had  a heavy  Income  Tax 
imposed  as  soon  as  the  war  began,  you  would  not 
have  inflicted  any  greater  sacrifice  on  the  taxpayers 
than  they  had  to  pay  owing  to  the  depreciation  of 
the  currency.  That  is  really  what  we  mean  in  the 
other  point,  No.  3. 

1512.  Chairman : Is  this  in  answer  to  Professor 
Pigou’s  inquiry? 

1513.  Professor  Pigou : Perhaps  I should  make  it 
clear  by  asking  another  question.  I understand  that 
this  statement  about  an  Income  Tax  lowering  prices 
is  intended  to  mean  that  prices  would  not  have  been 
so  high  if  there  had  been  a higher  Income  Tax 
instead  of  borrowing  from  the  banks? — Yes. 

1514.  And  it  is  not  intended  to  say  that  the  abso- 
lute effect  of  putting  an  Income  Tax  on  is  to  lower 
prices,  when  the  alternative  is  not'  to  have  an  Income 
Tax.  The  argument  is  that  Income  Tax  is  better 
than  various  forms  of  borrowing  from  the  banks ; is 
that  so? — Yes. 

1515.  It  is  not  really  relevant  to  the  proposals  for 
ordinary  Income  Tax  in  peace  time,  when  there  is 
no  question  of  borrowing  from  banks? — No,  except 
that  the  Income  Tax  is  not  so  much  a burden  as 
people  imagine.  It  is  only  a burden  because  it  is 
paid  by  a very  small  number  of  persons.  If  it  were 
paid  by  everybody  it  would  be  no  burden  at'  all. 

1516.  I understand  you  agree  with  my  suggestion 
that  this  is  a comparison  between  an  Income  Tax 
and  borrowing  from  banks  during  war  time,  and 
is  not  intended  to  mean  that  all  Income  Tax  as  such 
has  the  effect  of  lowering  prices? — No,  my  Income 
Tax  theory  applies  to  peace  equally. 

1517.  Is  this  your  personal  theory,  or  the  theory 
of  the  Committee  of  the  British  Association? — These 
points- have  been  more  or  less  modified  by  the  Com- 
mittee; they  are  not  as  I should  have  put'  them 
myself. 

1518.  But  this  is  the  evidence  of  the  Committee? 
— Yes,  it  is  what  they  agreed  to. 

1519.  What  we  understand  then  is  that  the  Com- 
mittee’s reference  is  to  an  Income  Tax  in  war  time 
as  an  alternative  to  borrowings  from  banks? — Yes. 

1520.  What  I want  to  get  at  is  this : is  it  intended 
to  say  now  if  we  put  on  hi^h  Income  Tax  instead  of 
high  Death  Duties  prices  will  be  thereby  lowered? — 
Yes* 

1521.  Mr.  Synnott : When  Mr.  Allen  says  that'  an 
Income  Tax  is  no  burden  at  all  does  he  mean  no 
burden  on  the  whole  community,  or  no  burden  on 
the  persons  who  pay  it  ? — (, Sir  Edward  Brabrook)  : I 
take  it  that  literally  every  tax  must  be  a burden 
upon  somebody. 

1522.  Chairman:  Let  Mr.  Allen  answer  that  ques- 
tion.— (Mr.  Allen)'.  I Should  say  again  if  skilfully 
adjusted  it  is  no  burden  to  the  individual,  and  it  is 
no  burden  to  the  community.  Of  course  there  is 
friction,  and  other  indirect  results. 

1523.  Mr.  Synnott : Take  a man  whose  income  is 
fixed,  and  is  the  same  now  as  before  the  war,  is  it  no 
burden  on  him? — You  must  assume  all  persons  with 
income  to  pay  Income  Tax — something. 

1524.  I want  to  ask  Sir  Edward  Brabrook  about 
the  distinction  between  earned  and  unearned  income. 
Is  one  of  your  grounds  for  ap  objection  to  making  a 
distinction  of  this  kind  a basis  of  the  Income  Tax 
that  it  necessarily  cannot  be  precisely  defined? — 
( Sir  Edward  Brabrook)".  That  is  hardly  one  of  my 
objections  against  it. 

* Mr,  Allen  wishes  to  add  that  ho  did  not  hear  the  words 
“ instead  of  high  Death  Duties,”  and  offers  no  opinion  as  to  the 
efFect  of  these  duties  on  prices. 


1525.  Do  you  agree  with  the  principle  that  has 
often  been  enunciated,  that  a taxing  Act  should  be 
absolutely  clear,  and  understood  by  the  plain  tax- 
payer?— Most  fully  and  entirely. 

1526.  You  cannot  distinguish  logically,  can  you, 
between  incomes  that  are  earned  or  unearned? — I 
believe  that  all  incomes  are  earned  by  somebody 
necessarily. 

1527.  If  they  have  not  been  earned  now  they  were 
earned  a few  years  ago? — Undoubtedly. 

1528.  In  the  form  of  saving?  In  other  words, 
realized  capital  is  the  product  of  past  earned  income 
very  largely? — Very  often,  in  the  case  of  the  indi- 
vidual, of  his  own  past  earned  income. 

1529.  Let  me  take  the  case  of  a professional  man 
whose  time  for  making  money  is  say  between  the  ages 
of  25  or  30  to  60,  and  take  the  other  case  of  a man 
who  owns  a public-house,  or  a business  in  which  the 
element  of  goodwill  or  capital  is  largely  involved. 
Both  are  treated  as  earned ; is  there  any  comparison 
between  the  two  ? — When  the  professional  man  invests 
his  savings  he  is  then  treated  as  if  the  income  he 
derives  from  the  investment  were  unearned,  which 
appears  to  me  to  be  unfair. 

1530.  Would  you  be  in  favour  of  abolishing  the 
distinction  altogether?  — I should,  personally,  cer- 
tainly. 

1531.  And  the  State  would  gain?  The  concession 
in  favour  of  earned  income  is  an  exemption  under 
which  the  State  loses,  is  it  not? — Undoubtedly. 

1532.  Do  you  agree  with  Mr.  Gladstone’s  dictum 
in  his  Essays  that  the  exemption  of  one  person  means 
the  extra  taxation  of  another? — Undoubtedly. 

1533.  And  that  exemption  is  a gift  by  the  State? — 
My  own  view  is  this,  that-  of  every  person’s  income  a 
certain  proportion  is  the  property  of  the  State ; the 
remainder  rests  with  him  to  use  as  he  thinks  fit.  If 
he  likes  to  use  it  in  rearing  a family,  so  much  the 
better ; but  if  he  prefers  to  use  it  in  some  other  way 
he  is  at  liberty  to  do  so. 

1534.  I will  not  go  into  the  proposition  you  have 
just  started,  which  I think  is  rather  a large  pro- 
position. Do  you  think  it  is  possible  to  work  the 
system  of  deduction  by  stamps  in  the  case  of  smaller 
incomes  if  you  had  a low  flat  rate  for  the  lower  in- 
comes?— A very  low  rate.  I do  not  know  whether  a 
flat  rate  would  be  wise. 

1535.  Supposing  it  was  something  of  this  kind : 
say  a fiat  rate  from  £130  up  to  £250,  or  £200,  and 
then  a higher  rate  from  £200  up  to  £300,  and  so  on, 
the  same  principle  as  in  the  case  of  the  Super-tax? — 
If  the  plan  of  geometrical  rise  were  adopted  it  woukl 
be  almost  equivalent  to  a flat  rate  in  the  very  early 
incomes,  but  my  own  impression  is  that  there  is  no 
reason  why  a person  who  has  to  pay  4s.  4d.  a year 
Income  Tax  should  not  pay  it  by  means  of  a penny 
stamp  each  week. 

1536.  That  is  rather  a different  question.  I was 
confining  myself  to  the  lower  incomes  of  employees? — 
Those  cases  I would  meet  by  an  arrangement  of 
stamps  if  it  were  found  practicable. 

1537.  To  do  that  you  would  necessarily  have  a low 
statutory  flat  rate  in  the  case  of  lower  incomes? — 
Certainly  it  should  be  very  low. 

1538.  Do  you  agree  that  it  would  be  advisable, 
whether  taxation  at  the  source  remains  or  not,  that 
there  should  be  an  assessment  for  every  individual? 
— I think  that  no  person,  whatever  his  income  may 
happen  to  be,  should  escape  a contribution  to  the 
necessities  of  the  State. 

1539.  I am  not  speaking  of  contribution ; I am 
speaking  of  assessment ; that  he  should  fill  up  a form 
of  return  of  his  income? — Yes,  I think  so. 

1540.  Have  your  Committee  considered  that  ques- 
tion?— I am  afraid  we  have  not  arrived  at  an  agree- 
ment upon  it. 

1541.  Mr.  Synnott:  Then  I will  not  trouble  you. 

1542.  Mr.  Walker  Clark : Does  your  Association 
include  employers?  Have  they  expressed  approval  of 
point  No.  11? — I think  there  are  some  members  of 
our  Committee  employers  of  labour.  (Mr.  Allen)  : 
The  President  of  the  Economic  Section  which  we 
represent,  Sir  Hugh  Bell,  is  very  strong  upon  the 
weekly  deduction  from  wages. 
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1543.  Mr.  Bowerman : Sir  John  Harmood-Banner 
asked  you  if  you  were  aware  that  the  Labour  Party 
objected  to  this  money  being  deducted  by  employers, 
and  you  rather  assented  to  that? — (Sir  Edward 
Brabrook) : I think  it  was  so. 


1544.  Are  you  also  aware  that  at  a Conference, 
when  this  quarterly  .assessment  of  Income  Tax  was 
agreed  upon,  a Conference  of  employers’  representa- 
tives and  workmen’s  representatives,  the  employers 
were  equally  emphatically  against  it?— No,  I was  not 
aware  of  that. 


1545.  That  was  so.  They  objected  to  become  tax- 
collectors.  Just  one  further  point  with  regard  to 
No.  14;  would  you  mind  amplifying  what  is  meant 
by  the  convenience  of  the  taxpayer  as  against  the 
convenience  of  the  tax-collector?  I think  it  really  is 
only  a general  statement  of  a kind  of  truism.  Natu- 
rally everything  should  be  done  to  make  the  payment 
less'  troublesome,  and  more  convenient  for  the  tax- 
payer even  if  it  imposes  extra  duties  upon  the  collec- 
tor. I do  not  think  it  means  anything  more  than 
just  a truism  of  that  kind. 

1546.  Mrs.  Knowles:  I do  not  know  what  is  meant 
by  your  No.  19.  Do  you  mean  you  want  to  do  away 
with  all  Super-tax:— “ We  think  that  any  abatement 
which  may  be  granted  should  be  granted  on  all  in- 
comes, whatever  the  amount  ”? — That  simply  relates 
to  the  portion  of  income  which  should  be  exempt  from 
taxation ; that  is  to  say,  if  it  is  agreed  that  the  £120 
which  is  now  exempt  from  taxation  should  be  reduced 
to  £100,  that  £100  should  be  deducted  from  everyone  s 
income,  whatever  its  amount;  that  is  all,  I think, 
that  is  intended  by  this. 


1547.  Sir  W.  Trower:  You  advocate  the  merging 
of  the  Super-tax  in  the  Income  Tax? — I think  that 
they  should  both  be  consolidated  if  possible  into  one 
tax. 

1548.  Assuming  that  that  is  so,  and  it  becomes  one 
tax,  what  sum  would  you  fix  to  be  the  rate  deducted 
at  the  source? — -That,  of  course,  raises  the  difficulty 
which  we  have  seen  all  along'  wherever,  there  are 
varying  amounts. 

1549.  Now  it  is  deducted  at  6s.?— Yes. 


1550.  Would  you  fix  that  sum,  dr  a lower  sum,  or 
what  other  sum?— That  I really  think  we  must  leave 
as  a question  for  administrative  determination. 

1551.  Chairman : There  is  a book  I have  in  my  hand 
published  by  Mr.  Allen,  and  I notice,  a very  remark- 
able thing.  The  estimate  which  he  gives  of  the 
taxes  for  1918-19,  Income  Tax  and  Super-tax,  is 
£290,400,000,  and  the  actual  yield  was  £291,000,000. 
Then  he  estimates  also  for  the  year  1919-20  a revenue 
of  £350,000,000  from  Income  Tax  and  Super-tax. 
The  Chancellor’s  estimate,  given  four  months  later, 
is  precisely  the  same  amount;  Mr.  Allen  labours  under 
some  difficulty  in  giving  evidence,  but  he  is  evidently 
a capable  man  if  he  can  prognosticate  as  well  as  that. 

1552.  Sir  J.  Earmood-Banner : Might  we  Have 

copies  of  that  book?  , , . 

1553.  Chairman : It  is  “ The  War  Debt,  and  how  to 
meet  it,”  by  Mr.  Allen,  and  I wanted  to  pay  lnm,  as 
its  author,  that  little  compliment.  We  are  much 
obliged  to  you,  gentlemen.— (.Sir  Edward  Brabrook ) : 
We  are  much  obliged  to  you  for  what  you  have  said 
with  regard  to  our  colleague,  for  whom  we  have  very 
much  respect. 


Mr  G 0 Pinsons,  Incorporated  Accountant  and  Chartered  Secretary,  and  Secretary  to  the  Income  Tat 
Reform  League,  called  and  examined 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

1554.  As  the  fundamental  grievance  against  the 
present  method  of  assessing  Income  Tax  appears  to  be 
that  the  tax  is  frequently  levied  on  fictions  figures 
of  profit,  while  true  figures  are  available,  or  at  mast 
can  be  made  available,  it  would  appear  that  the 
present  demand  for  Income  Tax  reform,  apart  from 
imaginary  grievances,  is  really  nothing  more  nor  less 
than  a demand  for  the  substitution  of  a true  balance 
of  profit,  according  to  recognized  commercial  ideas 
and  usage,  in  place  of  the  present  statutory  profit. 
The  above  demand  for  reform  is  therefore  a desire 
to  establish  a principle,  and  as  such  cannot  properly 
be  considered  in  conjunction  with  possible  effects  upon 
the  Revenue.  Having  established  the  principle  of 
how  taxable  income  shall  be  scientifically  computed, 
then  the  rates  of  Income  Tax  that  can  be  applied 
to  the  taxable  income  must  he  considered.  I have  no 
evidence  to  offer  on  this  last  named  question. 

The  opinions  put  forward  in  the  following  pages 
are  personal  and  based  on  my  own  experience  in 
Income  Tax  matters,  they  are  not  submitted  as  sug- 
gestions emanating  from  the  Income  Tax  Reform 
League. 

Suggestions  for  reform  of  the  Income  Tax. 

1555.  (1)  Officials. 

On  every  board  of  District  Commissioners  there 
should  be  at  least  two  members  who  are  duly  qualified 
public  accountants.  The  Special  Commissioners 
might  remain  constituted  as  at  present.  Questions 
coicerning  the  true  amount  of  income  or  profits 
arising,  including  any  necessary  adjustments  of  the 
figures  for  Income  Tax  purposes,  such  for  instance 
as  the  addition  to,  or  deduction  from,  profits,  ot  in- 
come taxed  at  the  source,  where  such  items  appear  in 
the  accounts  presented,  also  for  Schedule  A assess- 
ments on  business  premises,  or  annual  value,  should 
always  be  regarded  as  questions  of  fact  and  in  no 
circumstances  whatever  should  they  be  referred  to 
the  courts  for  a decision.  If  disputes  arise  on  account- 
ing questions  they  might  well  be  referred  to  a Court 
of  Arbitrators  consisting  of  duly  qualified  professional 
accountants  to  be  nominated  in  equal  proportions  by, 
sav,  a Trade  Society,  a local  Chamber  of  Commerce, 


and  the  Revenue  authorities.  In  short,  legal  ques- 
tions should  never  embrace  any  question  concerning 
the  computation  of  the  income  or  profit  upon  which 
tax  if  any,  would  be  levied.  Unless  the  point  is  kept 
in  view  the  danger  will  always  be  present  of  such 
decisions,  so  manifestly  inequitable,  as  that  in 
Stevens  v.  Boustead. 

Surveyor  of  Taxes : 

Arrangements  might  he  made  by  which  candidate? 
for  the  office  of  Surveyor  of  Taxes  should  be  examined 
in  advanced  accounting  m addition  to  the  tests 
already  applied. 

Assessor : 

This  office  might  well  be  abolished.  The  duties  now 
performed  by  Assessors  to  form  part  of  the  future 
office  routine  of  the  Surveyors,  lhe  present  system 
gives  rise  to  considerable  confusion  and  misunder- 
standing among  the  general  public. 

Collector : 

The  duty  of  a Collector  of  Income  Tax  should  be 
confined  to  collecting  the  tax  upon  the  assessments 
made.  He  or  she  should  hold  no  other  office 
under  the  Income  Tax  Department. 

1556.  (2)  Limit  of  exemption. 

If  allowances  to  those  with  commitments  which 

benefit  the  State  are  considerably  extended  the  limit 

of  exemption  might  well  be  considerably  loweied. 

1557.  (3)  Abatements  and  allowances. 

All  existing  abatements  should  be  abolished,  the 
necessary  adjustments  being  made  by  graduation  of 

^ Whatever  allowances  are  granted  should  he 
to  all  incomes  regardless  of  total  incomes  this  should 
be  so  because  the  greater  the 
greater  cost  of  the  burdens  enumerated  Mo". 
the  granting  of  the  allowances  would  also  offer  some 
compensation  to  every  taxpayer  with  commitments 
that  benefit  the  State.  The  confinement  of  allowances 
to  the  smaller  incomes  only,  gives  relief  m _maW 
cases  out  of  proportion  ij  the  expenses  >n°hrI™; 
The  extension  of  allowances  to  all  incomes  would  also 
make  a distinction  between  married  persons  and  others 
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with  commitmente  for  public  welfare,  and  those  with 

no  such  obligations.  The  following  allowances  are 

suggested : — 

(а)  Marriage  allowance  two-thirds  of  the  exemp- 

tion limit. 

(б)  Allowance  for  housekeeper  of  two-thirds  of  the 

exemption  limit  in  case  of  a widower  with 
child  or  children,  or  adopted  child  or 
children,  under  16  years  of  age. 

C c ) Allowance  in  respect  of  children  one-tlxird 
of  the  exemption  limit  for  each  child  or 
step-child  or  adopted  child  under  16  years 
of  age. 

(d)  Allowance  for  dependent  relative  one-third 
of  the  exemption  limit,  limited  to  two 
persons,  and  further  restricted  by  the  pro- 
vision that  the  allowance  shall  not  be  made 
where  a dependent  relative  is  in  receipt  of 
a total  income,  including  voluntary  allow- 
ances, exceeding  two-thirds  of  the  exemp- 
tion limit. 

Claims  for  allowances  to  be  restricted  to  residents  in 
the  United  Kingdom.  The  special  treatment  in  re- 
gard to  residents  in  the  Isle  of  Man  and  the  Channel 
islands  to  be  withdrawn,  as  also  the  'allowances  to 
residents  abroad  on  account  of  health,  but  the  settle- 
ment in  this  country  of  foreigners  in  search  of  health 
might  well  be  encouraged. 

Relief  in  case  of  narrow  margins  to  be  continued  as 
at  present. 

Allowances  for  Life  Insurance  should  be  abolished, 
because  there  is  no  logical  reason  for  retaining  them, 
unless  corresponding  allowances  are  granted  to  those 
who  provide  for  old  age  or  death  by  other  methods 
equally  commendable. 

1558.  (4)  Non-residents. 

Non-resident  - should  not  be  liable  to  British  Income 
lax  on  any  emoluments  arising  in  whole  or  in  part 
out  of  their  employment  without  the  United  King- 
dom  The  present  system  of  assessing  the  foreign 
employees  of  British  companies  trading  abroad  to 
British  Income  Tax  is  a source  of  constant  irritation 
the  tax  is  almost  always  impossible  of  collection,  and 
its  levy  is,  therefore,  a waste  of  time,  while  veiled 
threats  of  arrest  and  proceedings  against  a non-resi- 
dent, should  a visit  be  made  to  this  country,  give  rise 
to  considerable  feeling,  which  is  quite  intelligible. 

1559.  (5)  Differentiation. 

The  distinction  between  earned  and  unearned  in- 
come requires  further  consideration.  For  instance,  at 
the  present  time  a pension  granted  for  services  ren- 
dered is  regarded  as  earned  income,  although  the 
recipient  may  have  contributed  nothing  towards  it 
v fn  Unexpect,ed  gratuity  granted  to  a 
spendthrift.  Yet  a person  who  has  exercised  restraint 
and  self-denial  through  a great  part  of  life  in  order 
to  make  a corresponding  provision,  is  now  taxed  upon 
the  results  of  that  thrift  at  the  unearned  rates. 


would  in  effect  be  made  between  those  persons  having 
commitments  for  the  benefit  of  the  State  and  those 
with  no  such  responsibilities. 

1563.  (9)  “ Free  of  Income  Tax.” 

British  Income  Tax  should  be  regarded  as  a per- 
sonal tax,  and  therefore  no  allowance  should  be  made 
in  any  case  whatsoever  in  respect  of  such  tax  as  an 
expenp^f  earning  profits  or  income.  The  practice 
ot  distributing  income  taxed  or  taxable  at  the  source 
as  free  of  Income  Tax  ” should  be  prohibited  under 
a penalty.  Every  distribution  of  British  income, 
taxed  or  taxable  at  the  source,  should  be  accompanied 
dfstH^utkm611^1  sh°wing  in  the  case  of  each  individual 

(a)  the  total  income  or  profit  distributed; 

(b)  the  Income  Tax  apportionable  to  such  dis- 

tribution ; 

(c)  the  net  amount  distributed  after  deduction  of 

the  Income  Tax  applicable. 

N.B.  This  to  include  all  Government 
and  other  issues  upon  which  dividends  are 
now  paid  without  such  statements;  also  the 
counterfoils  or  statements  of  Indian  Rail- 
way  Annuities  should  set  out  clearly  how 
much  of  the  annuity  paid  is  to  be  regarded 
as  income  for  Income  Tax  purposes. 

ToSUneontol+C01?pI-''  requirement  should  in- 

mont  S?nalty  f°.r  6ac.h  omission  to  supply  such  state- 
ment. The  practice  of  paying  Income  Tax  for  others 
1,1  Zrh'M  remuneration  for  services  rendered  should 
“S  c?ntl'al'y  to  national  interest.  Sug- 
gestions for  enactments  to  deal  with  the  “free  of 
ncome  Tax  ” question  in  its  entirety  are  attached. 

1564.  (10)  Claims  for  repayment. 

d„o!J  “l?™?  f°r  repayment  so  far  as  they  relate  to 
dividends  of  profits  assessed  under  Schedule  D should 
be  based  on  the  income  actually  received  by  the 
claimant  within  the  year  immediately  preceding  the 
year  of  claim.  No  reference  should  be  had  to  the 
SZ  °f  " hich  such  dividends  have  been 

distributed  This  would  greatly  simplify  the  dealing 

ZSldTt  °,a‘mSx  ®et,1I;us  »f  income  from  all  sources 
should  likewise  be  based  on  the  income  of  the  pre. 
ceding  year  as  assessed  under  each  Schedule.  P 

1565.  (11)  Schedule  A. 

The  statutory  allowance  for  repairs  will  require 
revision  owing  to  increased  cost  of  materials  and 
labour.  But  so  also  will  the  present  duplication  of 
allowance  in  case  of  business  premises,  to  both  land- 
lord  and  tenant. 


1560. 


(6)  Trade  Associations. 


All  subscriptions  to  Trade  Associations  should  be 
admitted  as  expenses  of  Trading,  and  therefore  all 
trade  Associations  should  submit  Accounts  of  Profit 
and  Loss  or  Income  and  Expenditure  for  taxation 
purposes  as  if  they  were  Associations  seeking  profit. 


1561. 


(7)  Husband  and  Wife. 


The  aggregation  of  the  incomes  of  husband  and  wife 
“ ? °PPrefimye  and  the  public  agitation  in 

18  ,rml3;  “^conceived.  The  position 
" ould  be  fairly  well  regularized  by  granting  the  allow- 
ances, to  which  reference  has  already  been  made,  to 
all  incomes  without  limit.  Separate  assessments  as 
two  individuals  would  simply  grant  a preference  to 
the  union  of  income  with  income,  as  compared  with 
a union  of  income  with  no  income,  and  further 
penalize  the  latter  by  cancellation  of  the  marriage 


1562. 


(8)  Bachelors  and  spinsters. 


By  the  extension  of  the  allowances  for  marriage 
and  children,  &c.,  to  all  incomes,  a discrimination 


1566.  (10)  Schedule  B. 

Where  the  annual  profits  or  losses  from  the  occupa- 
tion of  lands  or  woodlands  are  or  can  be  ascertained 
in  the  usual  commercial  manner  by  the  preparation 
of  annual  profit  and  loss  accounts  and  balance  sheets, 
then  the  production  of  such  accounts  to  the  Surveyor 
of  faxes  for  the  purpose  of  computing  assessment  to 
income  Tax  should  be  compulsory,  and  the  assessments 
should  be  under  the  Rules  of  Schedule  D.  Assess- 
ments under  the  Rules  of  Schedule  B should  only  be 
made  in  those  cases  where  annual  accounts  on  commer- 
cial lines  cannot  be  prepared  with  any  reasonable  hope 
of  accuracy,  as  for  instance  in  those  cases  where  hus- 
bandry m carried  on  by  the  farmer  and  his  familv  all 
working  in  common,  but  in  no  case  should  a joint 
stock  company,  whether  private  or  public,  be  entitled 
be  assessed  under  the  Rules  applicable  to  Schedule 

1567.  (13)  Schedule  C. 

This  Schedule  to  remain  as  at  present. 

1568.  (14)  Schedule  D. 

The  basis  of  every  assessment  to  be  the  profit  of  the 
actual,  or  business  year,  as  the  case  may  be,  imme- 
diately preceding  the  year  of  assessment.  Losses  to 
be  carried  forward  until  exhausted  bv  profits  earned. 
The  system  of  average  would  thus  be  abolished.  The 
results  of  all  businesses  and  professions  to  be  ascer- 
tained on  the  recognized  principles  of  scientific 
accounting.  These  principles  include,  not  only 


MINUTES  OF  EVIDENCE. 


79 


21  May,  1919.] 


Mr.  G.  O.  Parsons. 


[ Continued . 


charges  for  depreciation  and  wear  and  tear,  but  also 
the  proper  charges  for  depletion  or  exhaustion  of 
natural  deposits,  timber,  &c.  The  question  as  to 
whether  the  charges  made  in  the  accounts  in  respect 
of  these  wasting  assets  were  fair  and  reasonable 
charges  should  in  cases  of  dispute  be  referred  to  the 
Commissioners  as  newly  constituted,  as  questions  of 
fact  concerning  the  ascertainment  of  true  commercial 
profit. 

1569.  (15)  Schedule  E. 

The  reason  for  this  Schedule  would  no  longer  exist 
if  the  average  system  were  abolished  and  the  income 
of  the  preceding  year  adopted  as  the  basis  of  assess- 
ment of  all  profits  arising  not  only  from  trading  but 
from  offices  of  employment  as  well. 

1570.  (16)  Conclusion. 

Individual  complaints  in  regard  to  Income  Tax  are 
frequently  based  on  imperfect  knowledge  of  the 
present  system.  This  system  is  necessarily  compli- 
cated, and  if  graduation  and  taxation  at  the  source 
are  to  be  maintained  it  must  remain  so.  The  difficul- 
ties of  comprehending  the  incidence  of  the  tax  are 
greatly  increased  by  the  abuse  of  the  term  “ free^  of 
Income  Tax.”  As  an  instance,  take  War  Savings  Cer- 
tificates. These  have  been  issued  as  the  only  ‘ ‘ free 
of  Income  Tax”  British  investment,  and  yet  banks 
describe  to  their  customers  as  " free  of  Income  Tax 
the  following  income  without  distinction : 

(a)  Interest  on  War  Savings  Certificates  re- 

deemed. 

(b)  Interest  on  the  6 per  cent.  Underground  In- 

come Bonds. 

(c)  Interest  on  the  4 per  cent.  Tax  Compounded 

War  Loans. 

(d)  Interest  on  the  5 per  cent.  Loans  paid  gross. 

(e)  Interest  taxed  at  source  but  described  as 

“ Free.” 

The  complaints  of  individuals,  as  apart  from  com- 
plaints concerning  the  statutory  computation  of  busi- 
[This  concludes  the 


ness  profits,  almost  invariably  resolve  themselves  into 
mere  grumbles  at  having  to  pay  a large  sum  for  In- 
come Tax.  The  quarrel  is  frequently  found  not  to  be 
with  the  figure  or  amount  of  the  assessment  but  upon 
the  amount  of  the  tax.  Many  taxpayers  fail  to 
realize  that  they  are  suffering,  not  from  the  greed  of 
the  Revenue  officials,  but  from  a high  rate  of  taxa- 
tion, and  that  all  other  points  are  “ as  you  were.” 
Grievances  based  on  imaginary  wrongs  are  also  given 
wide  circulation  in  the  Press,  while  at  the  same  time, 
with  exception  of  the  Financial  Press,  many  reasoned 
replies  to  the  grievances  that  have  been  boomed  are 
suppressed.  Bearing  in  mind  that  the  fundamental 
principle  regarding  equitable  assessment  to  Income 
Tax  is  based  solely  upon  the  correct  application  of 
accounting  principles,  it  necessarily  follows  that,  if 
this  view  is  kept  constantly  in  mind,  a comprehensive 
Income  Tax  Act  should  not  present  any  great  difficulty. 
Statutorv  profit  should  be  synonymous  with  commer- 
cial profit,  subject  to  certain  adjustments  arising  out 
of  items  of  income  and  expenditure  taxed  at  the 
source,  in  regard  to  which  there  could  be  no  question 
of  disagreement. 

1571.  Most  of  the  present  grievances  are  the  result 
of  permitting  questions  of  accounting  practice  to  be 
regarded  as  questions  of  law,  and  unless  and  until 
that  anomaly  is  removed  there  can  be  no  satisfactory 
reform  in  the  method  of  Income  Tax  assessment.  The 
liability  to  Income  Tax  may  be  regarded  as  a legal 
question,  but  when  once  that  point  is  decided  the  com- 
putation of  the  liability  should,  in  cases  of  dispute, 
be  referred  to  qualified  accountants  and  not  to  the  law 
courts.  Hence  the  guiding  enactments  of  the  mam 
Income  Tax  Act  should  be  framed  in  such  a way  as  to 
render  it  impossible  for  questions  concerning  the  com- 
putation of  assessments  to  be  referred  to  the  courts 
for  construction  as  to  meaning.  Such  questions 
should  be  decided  upon  ordinary  commercial  principles 
as  interpreted  by  methods  of  scientific  accounting. 
If  the  phraseology  adopted  in  the  foregoing  pages 
should  appear  somewhat  dictatorial  I would  explain 
that  it  has  been  adopted  for  the  sake  of  clearness. 

evidence-in-chief .] 


1572.  Chairman:  Mr.  Parsons,  we  have  your  state- 
ment before  us;  each  member  has  had  one  of  these 
copies.  Perhaps  you  will  take  your  statement  and 
make  remarks  upon  the  point  as  you  go  along ; there 
are  some  of  them  that  will  not  need  very  much  re- 
marking about,  but  there  are  others  that  you  may 
think  of  exceptional  importance,  and  on  them  you 
might  like  to  explain  your  observations.  If  you  will 
go  ^th  rough  your  own  document  that  will  be  the  best 
plan,  I think.— The  first  point  is  that  we  want  the 
Income  Tax  to  be  assessed  on  a true  balance  of  profit 
and  loss  according  to  the  recognized  commercial 
ideas  and  usage;  the  second  is  that  the  office  of 
Assessor  of  Taxes  might  well  be  abolished.  The 
Assessor  is  the  man  who  starts  the  friction  between  the 
taxpayer  and  the  Revenue. 

1573.  Why  should  he  be  abolished? — He  issues 
formal  official  circulars,  automatically,  without  regard 
to  the  circumstances  of  each  case.  Business  men  are 
very  sensitive  on  this  point  and  they  do  not  realize 
that  the  Assessor  is  merely  issuing  formal  notices. 
Let  me  give  you  an  instance: — A firm’s  business  year 
ends  on  the  31st  March;  in  April  the  Assessor  will 
send  out  a notice  of  a required  return,  and  in  about 
a month  after  he  will  issue  a peremptory  notice  asking 
for  the  production  of  the  said  return  without  further 
delay.  Now  it  may  so  happen  that  the  firm  has 
branches  abroad,  and  the  accounts  cannot  be  prepared 
within  the  time  within  which  the  Assessor  requires 
the  return  to  be  made.  Some  firms’  business  years 
will  end  on  the  30th  June.  They  have  nine  months  in 
which  to  make  their  computations  of  the  Schedule  D. 
average  for  the  coming  fiscal  year.  That  does  not 
apply  to  those  firms  whose  business  years  end  on  the 
31st ‘March.  Therefore  I think  the  office  of  Assessor 
might  well  be  incorporated  with  that  of  the  Surveyor  ; 
because  the  Surveyor  has  knowledge  of  the  peculiar 
circumstances  attaching  to  each  business. 

1574.  Do  you  say  some  economy  could  be  made  in 
that? — I should  imagine  that  economy  could  be  effected 
by  having  the  duties  carried  out  under  one  roof,  and  t 
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liould  imagine  that  by  the  avoidance  of  a considerable 
imount  of  communication  between  one  office  and 
mother,  always  in  separate  buildings,  considerable 
jeonomy  must  result.  , ,,, 

Then  as  to  the  limit  of  exemption;  I think  that 
should  be  considerably  lowered. 

1575.  Will  you  explain  that?— Revenue  has  to  be 
Found,  and  it  is  to  the  lower  incomes  that  we  would 
have  to  look  for  a very  large  amount  of  revenue.  At 
the  same  time  I recognize  that  discretion  must  be 
used  and  therefore  if  we  increase  the  allowances  in 
respect  of  married  persons  and  children,  dependent 
relatives  and  such  like,  the  limit  of  exemption  would 
in  fact,  as  compared  with  the  present  limit,  be 
materially  raised  for  those  persons  with  commitments 
that  benefit  the  State,  leaving  those  pea-sons  with  no 
such  responsibilities  assessable  on  a larger  amount  of 
income  than  those  with  the  said  commitments. 
Further,  I think  all  abatements  and  allowances,  when 
eventually  decided  upon,  should  be  granted  to  all 
incomes,  regardless  of  the  total  of  the  income  from  all 
sources.  To  deny  allowances  to  those  with  the  larger 
incomes  is  to  treat  them  as  if  they  were  not  respon- 
sible citizens.  The  denial  creates  a class  of  itself, 
citizens  who  are  dealt  with  as  if  they  were  merely 
beings  to  be  taxed,  who  had  no  rights  and  performed 
no  duties;  whereas  it  is  a fact  that  many  with  laige 
incomes  have  much  public  spirit  and  spend  a grea 
deal  of  their  wealth  for  the  good  of  the  nation  in 
general,  and  frequently  undertake  large  responsibili- 
ties. I think,  therefore,  this  fact  should  be  recognized 
and  allowances  extended  to  all  grades  of  income. 

Then  as  to  allowances  for  Life  Insurance  premiums. 
In  my  opinion  they  should  be  disallowed,  because 
there 'is  obviously  no  sound  reason  for  granting  allow- 
ances for  Life  Insurance  premiums  unless  you  ex- 
tend a corresponding  privilege  to  those  who  make 
provision  for  death,  &c.  in  other  ways  such  for 
instance,  as  placing  money  m the  Post  Office  Savings 
Bank  or  buying  War  Savings  Certificates,  or  invest- 
ing income  in  other  ways. 
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Pile  distinction  between  earned  and  unearned 
income,  especially  in  the  lower  incomes,  requires 
further  consideration.  There  are  those  to-day  with 
an  unearned  income,  especially  is  it  so  in  the  case  of 
widows,  and  all  elderly  people,  who  may  have  no 
means  of  increasing  their  incomes  to  meet  the  increas- 
ing cost  of  living,  and  I think,  therefore,  that  the 
distinction  between  earned  and  unearned  income 
should  not  commence  until  you  reach,  say,  the  £500 
limit  of  income. 

As  to  husband  and  wife  the  grievances  are  largely 
misconceived,  but  I certainly  think  that  the  earned 
income  of  a wife,  irrespective  of  amount,  should  be 
assessed  separately. 

1576.  You  do  not  agree  with  the  present  mode  of 
assessing? — I agree  with  it  except  as  to  the  point 
that  under  the  present  law  a wife  has  to  be  earning 
an  income  independent  of  her  husband  to  obtain 
separate  assessment  upon  her  earned  income,  and 
that  it  is  only  granted  where  the  joint  incomes  do 
not  exceed  £500.  I think  that  limit  should  be 
withdrawn,  and  the  whole  of  the  profits  a wife  makes 
by  her  own  industry  should  be  separately  assessed. 

1577.  There  would  be  a loss  of  revenue,  would  there 
not? — Yes,  probably  there  would  be. 


1578.  How  would  you  make  that  up?— I have  not 
considered  that  point  at  all. 

Then  on  the  question  of  "free  of  Income  Tax.” 
This  is  divided  into  two  sections.  There  is  the  ques- 
tion of  " free  of  Income  Tax  ” dividends  and  interest, 
and  the  question  of  emoluments  for  services  rendered 
being  paid  " free  of  Income  Tax.”  In  regard  to  the 
distribution  of  dividends  free  of  Income  Tax,  such  a 
thing  is  impossible,  because,  profit  being  taxed  at  the 
source,  the  profits  distributed  are  taxed  income  and 
therefore  taxed  income  alone  can  be  distributed.  It 
is  therefore  a misleading  statement  to  say  that  it  is 
free  of  Income  Tax,  it  creates  great  confusion;  and 
apart  from  the  question  of  any  desired  deception, 
there  can  be  no  sane  reason  for  maintaining  the 
system.  Besides  it  has  a very  serious  effect.  The 
Government  have  issued  War  Savings  Certificates  as 
the  only  source  of  British  income  which  is  " free  of 
Income  Tax,”  and  as  a fact  that  is  the  truth,  yet  the 
workman  and  others  can  see  in  the  accounts  of  many 
companies  " Dividends  free  of  Income  Tax,”  " Inter- 
est free  of  Income  Tax,”  “Directors’  fees  free  of 
Income  Tax.”  Thus  the  average  citizen  is  confused 
and  does  not  understand  the  position  at  all. 

1579.  Does  he  not?— I do  not  think  so,  mv  lord. 


1580  Mr.  Pretyman : You  could  call  it  " Inooim 
Tax  paid,”  could  you  not?— You  could  call  it  "Income 
Ta,x  paid,”  but  most  companies  are  anxious  to  show 
a large  return  to  their  shareholders.  Why  minimize 
the  true  return?  The  Stock  Exchange  official  lists 
quote  the  dividends  as  paid  ; that  is  to  say,  we  will 
suppose  Income  Tax  at  5s.  in  the  £.  A 15  per  cent, 
dividend  free  of  Income  Tax  is  quoted  in  the  official 
Jj®4  as  15  Per  cent.,  but  the  true  rate  of  dividend  is 
20  per  cent.  The  lower  rate  must  have  an  effect 
upon  the  market  price  of  the  shares;  at  least,  that 
is  my  contention ; and  the  Government  loses  in  ad 
valorem  stamp  duties  on  the  passing  of  the  shares 
because  the  market  only  puts  on  those  shares  the 
value  attaching  to  a 15  per  cent,  dividend  and  not 
to  a 20  per  cent,  dividend.  As  the  rate  of  Income 
Tax  increases,  so,  of  course  the  real  dividend  is 
increased.  Thus  a company  paying  a pre-war  divi- 
dend of  15  per  cent,  could  now  earn  larger  profits 
during  tho  war  period,  and  ostensibly  pay  the  same 
pre-war  dividend  by  paying  away  20  per  cent,  as 
15  per  cent.  " free  of  Income  Tax,”  thereby  con- 
cealing a larger  distribution  of  profit.  Then'  as  to 
paying  Income  Tax  for  others;  Income  Tax  should 
be  regarded  as  a purely  personal  tax.  If  we  allow 
certain  industries  to  pay  the  Income  Tax  on  the 
salaries  of  clerical  labour  there  is  no  reason,  in  my 
opinion  why  the  manual  worker  should  not  be  per- 
mitted the  same  privilege.  Why  should  not  the  coal 
miner  for  instance  (if  he  is  liable  to  Income  Tax) 
ask  that  the  coal  mining  industry  should  hear  his 
Income  Tax?  The  payment  of  Income  Tax  for  others 
for  services  rendered  cannot  he  properlv  considered 
as  a payment  for  the  economic  value  of  those  services- 
l*eause  the  Income  Tax  of  each  individual  will  vary 
according  to  his  private  income,  the  income  of  his 


wife,  and  the  number  of  his  children,  so  that  you 
may  have  two  men  each  earning  the  same  salary,  each 
working  in  the  same  office;  for  the  one  who  is  rich, 
the  company  (because  it  is  almost  always  limited 
companies  who  do  this  thing)  will  pay  more  as  an 
" Income  Tax  bonus  ” than  it  would  in  the  case  of 
the  other  who  might  have  married  a wife  without  in- 
come, have  several  children,  and  pay  Life  Insurance. 

There  is  also  the  question  of  depreciation  and  the 
due  allowance  for  the  exhaustion  of  wasting  assets. 
Those  subjects  will  be  very  fully  dealt  with  by  others, 
so  that  I need  not  enlarge  upon  them. 

1581.  Chairman : Are  you  going  to  deal  with  the 
question  of  wasting  assets? — No,  I will  leave  that  to 
others,  my  lord.  Then  as  to  taxation  at  the  source. 
1 think  it  has  been  suggested  this  might  well  be 
abolished.  In  my  opinion  this  would  not  be  good  for 
the  taxpayer,  for  the  reason  that  taxation  at  the 
source  softens  the  Income  Tax  burden;  it  spreads  it 
out  oyer  the  whole  year.  It  has  this  advantage  also, 
that  in  every  case  the  taxpayer  receives  something; 
he  does  not  have  to  pay  out  and  receive  nothing. 
Besides,  the  abolition  of  taxation  at  the  source  would 
involve  a question  relating  to  the  taxation  of  tho 
profits  of  limited  companies.  If  such  profits  were  not 
taxed  at  the  source  limited  companies  would  be  in  a 
position  to  put  by  much  of  their  profit,  that  is  to 
say,  put  it  back  into  their  businesses,  and  thus  avoid 
Income  Tax  on  those  profits  not  distributed  in  the 
form  of  dividends.  This  would  be  unfair  when  com- 
pared with  the  position  of  the  private  trader,  who 
would  have  to  declare  the  whole  of  the  profits  he  had 
made,  regardless  of  whether  he  had  withdrawn  all  or 
allowed  some  to  remain  as  further  working  capital 
for  his  business. 

1582.  Can  they  do  that?  Can  they  put  the  profits 
back  into  their  business?  Would  the  Income  Tax 
people  allow  them  to  take  that  as  money  without  pay- 
ing tax  on  it?— Such  profit  is  taxed  now,  but  they 
could  by  abolition  of  taxation  at  the  source  put  it 
back  into  the  business;  they  could  create  reserve 
funds. 

lo83.  It  is  taxed  now  if  it  :s  a reserve  fund? — It  is 
now  taxed.  I am  saying  that  if  we  abolish  taxation 
at  the  source,  and  only  tax  the  profits  divided,  as 
some  suggest,  then  limited  companies  would  be  in  a 
better  position  with  regard  to  Income  Tax  than  a 
private  trader. 

Then — this  is  only  a little  point,  but  I think  it  is 
worth  mentioning : there  has  been  economy  in  regard 
to  the  paper  that  the  Department  is  now  using.  In 
-my  opinion,  the  economy  is  a little  bit  of  false 
economy.  The  paper  for  Returns  is  now  very  diffi- 
cult to  write  upon;  it  is  easily  torn,  and  after  a little 
use  what  has  been  written  becomes  unreadable;  and 
although  we  may  save  on  the  paper  bill,  we  certainly 
lose  on  the  salaries  bill  in  regard  to  the  time  wasted 
through  indistinct  writing  by  those  who  have  to  use 
these  official  returns.  I think  I have  run  through 
my  paper,  my  lord;  I have  nothing  more  to  say. 

1584.  Mr.  Walker  Clark : In  your  statement  you 
refer  to  a true  balance  of  profit  according  to  recog- 
nized commercial  ideas  and  usage.  By  whom  recog- 
nized?—I take  it  there  must  be  a standard  for 
ascertaining  profits,  and  it  is  usually  supposed  that 
accounts  which  are  presented  to  the  shareholders,  or, 
in  the  case  of  private  concerns  which  are  prepared 
for  individuals,  are  true  and  proper  accounts.  Of 
course  it  may  seem  somewhat  invidious  for  mo  to  say 
who  should  be  the  people  to  pass  judgment,  but  I 
naturally  would  say  public  accountants. 

1585.  Evidently,  from  the  rest  of  your  paper  vou 

would? — Yes.  ’ 

1586.  At  Paragraph  1 you  say  that  on  every  Board 

of  District  Commissioners,  there  should  be  at  least  two 
members  who  are  duly  qualified  public  accountants, 
why? — Because,  although  to  an  accountant,  accounts 
are  simple,  it  is  an  extraordinary  thing,  and  I think 
lt  is  an  admitted  fact,  that  with  the  majority  of 
people,  accounting  seems  to  present  very  great 
difficulties.  J & 

1587.  You  are  aware  that  there  are  always  two 
accountants  present  when  there  is  an  appeal  ?— I was 
not  aware  that  qualified  accountants  were  necessarily 
present  on  appeal. 


MINUTES  OF  EVIDENCE. 


81 


21  May,  1919.] 


Me.  G.  0.  Paesons. 


[ Continued . 


1588.  It  is  the  District  Commissioners.  You  sug- 
gest there  should  be  two  qualified  accountants? — Yes. 

1589.  You  do  not  suggest  that  the  two  accountants 
who  sit  with  the  District  Commissioners  are  not 
qualified? — No. 

1590.  These  are  two  others? — I did  not  know  that 
accountants  were  always  present.  This  is  the  first 
time  I have  known  or  even  heard  of  such  a thing. 

1591.  They  always  have  been  when  I have  sat;  I 
only  know  that. — I would  not  like  to  say  positively, 
but  I do  not  think  I have  been  before  Commissioners 
where  there  has  been  an  accountant. 

1592.  Was  there  not  a Surveyor? — There  was  a 
Surveyor. 

1593.  He  is  an  accountant? — Yes,  hut  he  is  the 
Revenue  official. 

1594.  Did  he  not  have  his  accountant  by  his  side? — 
Never,  to  my  knowledge. 

1595.  Then  you  suggest  a Court  of  Arbitrators  con- 
sisting of  duly  qualified  professional  accountants — I 
suppose,  paid? — I suppose  they  would  have  to  be 
paid. 

1596.  And  the  rest  of  the  Court  would  he  unpaid  ? — 
I did  not  say  that. 

1597.  They  are  at  present,  are  they  not? — I think 
if  anyone  is  paid,  all  should  be  paid. 

1598.  I do  not  see  why  you  should  not  pay  the 
Commissioners,  too? — Nor  do  I. 

1599.  One  of  the  reasons  why  you  would  do  away 
with  the  Assessor  is  that  forms  are  issued  regardless 
of  their  application  to  the  individual  persons  to 
whom  they  are  issued? — Yes. 

1600.  Is  it  not  a fact  that  the  issue  of  those  forms 
frequently  elicits  information  to  the  Surveyor  which 
puts  him  on  a track  which  is  very  remunerative  to 
the  Revenue? — That  is  the  inner  working,  of  which 
I have  no  knowledge.  It  may  be  so. 

1601.  That  is  my  experience. — I have  no  experience 
in  that  way. 

1602.  Would  not  the  same  form  have  to  be  issued 
by  the  Surveyor  if  the  Assessor’s  office  were  abolished  ? 
— No.  I find  that  the  Surveyors  as  a rule  are  very 
well  informed ; they  have  a full  knowledge  of  the 
circumstances  of  the  case,  and  they  never  worry  one 
unnecessarily. 

1603.  You  suggest  that  subscriptions  to  Trade 
Associations  should  be  admitted  as  expenses  of  trad- 
ing) and  therefore  all  Trade  Associations  should  sub- 
mit accounts  for  taxation  purposes? — Yes. 

1604.  Many  of  these  Trade  Associations  collect  debts, 
many  transact  insurance  business  and  other  business. 
Would  you  suggest  those  subscriptions  should  be 
taxed? — What  I mean  by  Trade  Associations  is  that  a 
number  of  firms  subscribe  to  a Trade  Association  to 
protect  their  interests.  And  unless  those  Trade 
Associations  have  made  an  arrangement  with  the 
Inland  Revenue,  the  subscriptions  are  not  allowed  to 
he  charged  as  expenses  of  trading  by  the  concern  that 
pays  the  subscriptions.  My  suggestion  is  that  all 
Trade  Associations  should  submit  their  own  accounts 
to  the  Inland  Revenue  for  taxation,  and  that  the 
subscriptions  paid  to  the  Trade  Associations  by  the 
trader  should  be  allowed  as  a deduction  from  his 
profits. 

1605.  I do  not  think  you  suggest  that  the  Trade 
Association  should  pay  tax,  do  you? — I say,  “As  if 
they  were  associations  seeking  profit.” 

1606.  Mr.  Maries : You  suggest  very  emphatically 
that  allowances  for  Life  Insurance  should  be  abolished 
because  there  is  no  logical  reason  for  retaining  them 
unless  corresponding  allowances  are  granted  for  those 
who  provide  for  old  age  or  death  by  other  methods 
equally  commendable? — Yes. 

1607.  Such  as  the  Post  Office  Savings  Bank?— 
Placing  an  annual  sum  in  the  Post  Office  Savings 
Bank. 

1608.  To  accumulate  at  interest? — Yes. 

1609.  How  long  would  it  take  to  accumulate  a few 
pounds  to  the  sum  assured  under  an  ordinary  policy? 
— I have  not  the  remotest  idea ; I am  only  talking  of 
the  principle. 

. 1610.  Do  you  know  any  other  form  of  thrift  which 
immediately  creates  a fund  available  in  the  event  of 
death  like  Life  Insurance  does? — That  is  entering 
upon  the  subject  of  Life  Insurance  as  opposed  to  other 
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methods  of  insuring  against  sickness  and  old  age  and 
death.  I am  of  opinion  that  Life  Insurance  is  an 
extravagant  method  of  saving,  so  I had  better  not 
say  much  about  it.  It  has  nothing  to  do  with  this 
question,  from  my  point  of  view.  The  question  is 
this : That  there  is  no  more  reason  for  allowing  a man 
to  claim  as  a deduction  from  his  income  a provision  for 
old  age,  sickness  or  death  by  means  of  Life  Insurance, 
than  if  he  chose  any  other  method. 

1611.  There  is  room  for  some  difference  of  opinion? 
— I quite  agree. 

1612.  A witness,  whom  we  had  here  this  morning, 

said  this:  “The  allowance  for  Life  Insurance 

premiums  should  stand  as  at  present.  Life  Insurance, 
particularly  Endowment  Insurance,  is  a safeguard 
against  staggering  poverty  for  widows  and  young 
fatherless  children ; it  also  presents  an  opportunity  for 
some  measure  of  compulsory  thrift  that  exists  in  no 
other  equally  attractive  form.” — I do  not  know  how 
he  makes  out  that  it  is  compulsory  thrift. 

1613.  It  was  a “ she,”  as  a matter  of  fact,  but 
“ compulsory  ” she  puts,  so  to  speak,  in  inverted 
commas,  and  she  explained  that  it  was  rather  a moral 
compulsion,  that  a person  who  had  once  made  up  his 
mind  to  insure  his  life  was  much  more  likely  to  go 
on  with  it  than  if  he  said  to  himself : “I  will  put 
£10  a year  in  the  Post  Office  Savings  Bank.” — 
Quite,  but  supposing  he  could  not  go  on  with  the 
insurance. 

1614.  Then  of  course  he  has  got  certain  methods 
of  getting  back  an  equitable  amount  of  his  payments? 
—That  is  also  a matter  of  opinion.  ‘Wh.at  is  an 
equitable  amount? 

1615.  I think  you  are  perhaps  confusing  one  form 
of  insurance,  industrial  Life  Insurance,  with  the  form 
which  is  called  ordinary  Life  Insurance,  when  you 
speak  of  its  expense  and  extravagance,  are  you  not? — 
I say  it  stands  to  reason  that  it  must  be  an  expensive 
and  extravagant  method,  because  the  Life  Insurance 
companies  have  no  better  means  of  placing  money 
out  at  investment  than  the  ordinary  individual.  I 
can  place  money  cut  in  the  War  Loan  at  5 per  cent., 
and  the  insurance  company  can  do  no  better.  They 
have  to  pay  out  of  their  5 per  cent,  a large  staff,  com- 
missions for  introducing  business,  palatial  offices  to 
keep  up,  and  I think  they  pay  the  Income  Tax  for 
their  employees  as  well. 

1616.  We  are  getting  rather  off  the  point  in  regard 
to  this,  but  it  is  all  very  arguable,  and  I can  assure 
you  that  there  are  other  considerations  which  might 
be  advanced.  You  instance  the  Post  Office  Savings 
Bank  as  an  equally  commendable  form  of  thrift,  which 
does  not  get  the  same  advantage.  Is  it  not  a fact 
thait  people  do  not  pay  Income  Tax  on  the  interest 
on  their  investments? — It  depends  on  the  person’s 
income  from  all  sources. 

1617.  Mr.  Synnott : Are  you  sure  of  that? — I my- 
self pay  Income  Tax  on  my  wife’s  small  account  in 
the  Post  Office  Savings  Bank.  I always  add  it  to 
my  return,  and  I have  always  understood  it  had  to 
be  included.  I make  no  secret  of  it ; I put  ‘ ‘ Interest 
from  Post  Office  Savings  Bank.”  The  Surveyor  of 
Taxes  has  never  said  to  me:  “You  need  not'  return 
that.”  and  I have  always  understood  that  it  is 
taxable. 

1618.  Chairman : That  is  quite  right ; you  are 
liable. — Yes,  I thought  so. 

1619.  Mr.  Marks:  There  is  just  one  other  point 
which  involves  the  principle  of  Life  Insurance,  too. 
You  said  in  one  of  your  answers  that  this  would 
provide  for  old  age  or  death.  I admit  that  if  a 
person  could  be  brought  to  invest  at  interest  a stated 
sum  per  annum  for  a period  of  years  which  would 
bring  him  up  to  the  ordinary  period  of,  say,  an  En- 
dowment Insurance,  he  would  get  the  benefit  of  it  to 
the  same  extent.  But  you  cannot  argue,  surely,  that 
the  same  thing  occurs  in  the  case  of  death? — Yes,  I 
do.  It  all  depends  on  circumstances.  I quite  agree 
that  if  a man  is  a spendthrift  and  cannot  save  money, 
Life  Insurance  presents  to  him  a very  convenient  way 
of  making  provision  for  old  age ; but  I see  no  reason, 
because  of  that,  why  he  should  enjoy  a preference 
over  me,  or  over  anyone  else,  who  provides  for  it 
in  another  way,  simply  because  he  is  not  endowed 
with  the  gift  of  being  able  to  save  money. 
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1620.  But  even  then  there  is  a very  wide  difference. 
For  instance,  the  man  might  pay  £20  for  £1,000 
insurance,  and  die  ten  minutes  after  he  had  paid  it? 
—Yes. 

1621.  In  your  case  you  would  only  get  your  £20, 
and  in  the  other  case  he  would  get  his  £1,000. — His 
nephews  might. 

1622.  I mean  his  family? — Well,  it  depends.  He 
may  have  no  family  at  that  particular  time. 

1623.  Anyhow,  there  would  he  £1,000  for  someone 
to  get? — Yes,  for  someone. 

1624.  Someone  in  whom  he  was  interested,  prob- 
ably?— Not  necessarily. 

1625.  In  speaking  of  paying  Income  Tax  for  others, 
by  way  of  remuneration  for  services  rendered,  you 
suggest  that  two  men  sitting  at  the  same  desk  might 
be  treated  very  differently  in  that  respect  owing  to 
the  private  resources  of  one  compared  with  the  other? 
—Yes. 

1626.  But  in  all  the  schemes  of  this  kind  of  which 
I have  any  experience,  that  is  allowed  for  by  the 
office  which  pays  the  tax.  I only  mention  that  so 
that  you  may  not  be  under  any  misapprehension  as 
to  its  being  a general  thing. — It  is  pretty  general. 
Of  course  I am  not'  ignorant  of  these  matters,  because 
I have  in  many  cases  to  deal  with  men  who  are  re- 
munerated in  that  way.  I will  give  you  an  instance. 
We  have  recently  had  some  large  amalgamations  in 
the  City  of  London.  One  of  these  big  concerns  paid 
the  Income  Tax  for  its  directors  and  the  whole  of  the 
clerical  staff.  The  other  concern  left  the  directors 
and  the  staff  to  pay  their  own  Income  Tax.  The 
directors  and  employees  of  the  concern  that  left  them 
to  pay  their  own  Income  Tax  did  not  grumble  that 
they  were  underpaid;  they  were  quite  content  with 
the  emoluments  that  they  received.  But  when  the 
amalgamation  took  place,  there  were  then  two  sets 
of  directors  and  two  sets  of  employees;  one  set  was 
receiving  their  Income  Tax  as  a bonus,  and  in  the 
other  case  they  were  receiving  no  such  benefits. 
That  was  the  position.  It  was  regularized  by  paying 
the  Income  Tax  for  the  whole  staff.  I submit  that  to 
he  a good  illustration  of  the  fact  that  Income  Tax 
bonuses  are  not  taken  into  consideration  when  em- 
ployers fix  the  remuneration  for  their  servants;  and 
further,  the  servants  themselves  always  quote  their 
incomes  net;  they  never  refer  to  the  Income  Tax 
bonus  as  being  part  of  their  emoluments;  whereas  if 
those  men  were  given  a certain  sum  of  money  instead 
of  the  Income  Tax  bonuses,  they  would  appreciate  it, 
and  would  then  say  that  their  incomes  were  so  much, 
plus  so  much  for  the  bonuses.* 

1627.  I think  in  statutory  returns  you  have  to  re- 
turn your  income  as  such  and  such  a sum  “ less  Income 
Tax  ” which  produces  so  much?— That  was  not  so  until 
the  year  1919,  when  form  46  was  altered  after  an 
application  had  been  made  to  the  then  Chancellor  of 
the  Exchequer  pointing  out  the  unfairness  by  which 
these  Income  Tax  bonuses  escaped  taxation. 

1626.  You  say  that  statutory  profit  should  be  sy- 
nonymous with  commercial  profit.  Have  you  con- 
sidered at  all  the  question  of  the  taxation  of  Life 

Offices  and  the  method  in  which  they  are  taxed? I 

know  something  of  it,  but  I understand  that  the 
question  is  to  be  handled  by  those  who  are  experts  on 
the  subject;  I haVe  not  given  it  any  great  attention. 

1629.  You  advocate  the  extension  of  the  principle 
of  deduction  at  the  source? — Not  the  extension;  the 
retention  of  the  principle. 


* The  Witness  desires  to  make'  thiB  addition  to  his  reply 
Income  Tax  is  deemed  to  be  a form  of  direct  taxation  the  burden 
of  which  is  not  transferable  to  others.  But  it  must  be  clear 
that  those  industries  which  now  bear  the  personal  Income  Tax  of 
then-  servants,  and  charge  those  taxes  in  their  accounts  as  an 
expense  of  earning  profits,  are  altering  the  whole  nature  of  the 
Income  Tax— the  expense  of  such  Income  Tax  burdens  being 
recovered  from  the  public  in  the  shape  of  increased  prices  for 
services  rendered.  Therefore,  unless  this  practice,  by  which  cer- 
tain persons  are  relieved  of  iheir  Income  Tax  by  the  industries 
fhat  employ  them,  is  forbidden  by  the  Legislature,  it  is  bound  to 
spread  from  industry  to  industry,  until  in  the  end  all  Income 
lax  on  salaries  and  wages  will  in  effect  become  indneet  taxation 
and  Income  Tax  payers  will  consist  of  two  classes,  one  class  which 
will  feel  Income  Tax  burdens  both  directly  and  indirectlr  and 
another  class  which  will  feel  them  indirectly  only, 
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1630.  Would  you  go  so  far  as  to  say  that  it  should 
be,  or  might  be,  extended  ? — I do  not  see  how  it  could 
very  well  be  extended.  We  have  got  it  now  pretty 
fully. 

11631.  In  this  way,  for  instance.  Supposing  em- 
ployers had  to  deduct  the  tax  from  the  salaries  or 
other  emoluments  paid  to  their  employees,  would  you 
go  as  far  a's  that? — No,  because  if  employers  them- 
selves did  that  they  would  have  to  deduct  at  a flat 
rate,  and  it  seems  to  me  it  would  only  complicate  the 
final  adjustment. 

1632.  It  would  involve  certainly  an  ascertainment 
of  the  correct  rate  to  be  applied? — That  would  be 
impossible  to  the  employer,  and  therefore  the  Surveyor 
of  Taxes  would  eventually  have  to  deal  with  the 
individual,  and  I should  imagine  that  it  would  merely 
complicate  the  whole  question. 

U633.  It  is  in  evidence  before  us  that  practioally  all 
people  have  to  make  a return  of  their  total  income, 
either  in  connection  with  schemes  for  exemption  or 
abatement  or  in  connection  with  the  Super-tax ; so  I 
do  not  think  it  would  add  very  much.  The  only  point 
would  be  that  it  would  be  available  for  the  employer 
instead  of  only  for  the  Surveyor  or  other  authority  ? — 
I confess  I have  not  thought  much  about  it,  but  it 
raises  a very  difficult  question,  and  it  seems  to  me  it 
is  a question  of  which  the  Revenue  authorities  them- 
selves are  the  best  judges. 

1634.  Mr.  Synnott : Will  you  tell  me  what  you  mean 
in  your  paragraph  3 when  you  say:  “ The  extension 
of  allowances  to  all  incomes  would  also  make  a dis- 
tinction between  married  persons  a'nd  others  with 
commitments  for  the  public  welfare”? — There  has 
been  a lot  of  talk  recently  about  the  taxation  of 
bachelors  and  spinsters.  Now  it  seems  to  me  that  if 
we  extend  those  allowances  to  all  incomes — take,  for 
instance,  a man  with  £1,000  a year,  if  he  is  a bachelor 
he  then  would  get  no  exemptions,  no  allowances,  and 
we  would  then  by  differentiation  get  the  bachelor 
taxed  at  a higher  rate  than  a man  with  £1,000  a year 
who  was  married  and  had  children. 

1635.  But  that  is  the  case  now  virtually? — No. 

1636.  The  other  ma'n  is  taxed  at  a lower  rate? — 
That  only  applies  to  certain  grades;  it  does  not  now 
go  beyond  £800  to  £1,000. 

1637.  By  “commitments  for  public  welfare”  you 
generally  mean  a man  with  wife  and  children  ? — And 
dependent  relatives;  a man  may  be  keeping  his  mother 
or  his  father. 

1638.  That  is  what  you  mean? — Yes. 

1639.  In  regard  to  Life  Insurance  premiums,  part 
of  your  objection  seems  to  be  an  objection  to  the 
whole  principle  of  Life  Insurance,  and  therefore  I 
will  not  go  into  that? — No ; that  objection  was  dragged 
from  me. 

1640.  I will  only  ask  you  this  question : this  privi- 
lege has  been  for  a long  time  existing? — Quite. 

1641.  Was  not  the  ground  for  it  that  it  was  an 
encouragement  to  saving,  and  the  only  form  of  en- 
couragement to  saving  upon  which  the  authorities 
could  pointedly  say  there  was  such  saving?  All  other 
forms  of  saving  would  be  impossible  to  trace,  would 
they  not? — Quite. 

1642.  But  you  have  here  a form  of  saving  which  is 
proved  at  once  by  the  production  of  the  receipt  for 
the  premium? — Yes. 

1643.  Does  not  that  make  a great  difference 
between  this  form  of  saving  and  all  other  forms  of 
saving? — Not  in  my  opinion. 

1644.  But  from  the  point  of  view  of  the  Inland 
Revenue,  who  has  to  allow  the  abatement? — From 
the  point  of  view  of  the  Inland  Revenue  certainly,  'r 
it  has  to  be  allowed. 

1645.  Secondly,  is  it  not  an  immense  advantage  to 
the  State ; first  of  all  you  have  Death  Duties  now ; 
so  that  the  sayings  are  taxed.  The  capital  sum  paid 
on  the  policy  is  taxed,  is  it  not? — Yes,  but  not  taxed 
to  Income  Tax.  We  are  dealing  now  with  Income 
Tax. 

1646.  Is  it  not  a good  thing  for  the  State  from  the 
point  of  view  of  revenue  that  there  should  be  en- 
couragement for  the  creation  of  a capital  fund  which 
itself  bears  taxation?— I must  confine  myself  to 
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Income  Tax.  I am  dealing  now  with  Income  Tax.  I 
have  already  allowed  myself  to  be  dragged  into  the 
question  of  Life  Insurance,  and  I am  here  only  to 
give  evidence  in  regard  to  Income  Tax,  and  I really 
must  adhei‘6  to  that  point. 

1647.  I wanted  to  put  the  other  side  of  the  picture. 
I will  only  put  one  more  question.  Are  not  a very 
large  number  of  policies  effected  for  the  purpose  of 
creating  a fund  to  pay  Estate  Duty  in  cash  where 
property  is  not  very  realizable  in  cash?  Do  not  give 
me  an  answer  as  to  whether  it  is  right  or  wrong,  but 
is  not  that  true? — I did  not  quite  catch  the  gist  of 
your  question. 

1648.  Are  not  a great  many  policies  on  deal!- 
effected  by  people  who  want  to  provide  a cash  fund 
for  their  executors  60  that  they  will  have  that  fund 
to  pay  the  Estate  Duty  where  property,  such  as  land, 
is  unrealizable? — Yes,  and  the  man  who  provides  in 
that  way  has  escaped  Inoome  Tax  on  the  funds  he 
has  set  aside  to  provide  for  it.  Therefore  it  comes 
back  to  the  same  question : that  that  man  is  getting 
an  unfair  advantage  over  a man  who  provides  for  it 
in  another  way. 

1649.  If  the  Estate  Duty  is  considered  as  a form 
of  Inoome  Tax  he  pays  in  another  way? — I do  not 
admit  that  Estate  Duty  is  a form  of  Income  Tax. 

1650.  Now  with  regard  to  earned  income  and  un- 
earned income.  I think  you  would  agree — another 
witness  has  said  it — that  it  is  impossible  accurately  to 
distinguish  between  the  two.  Do  you  agree  with 
that? — Unless  you  examined  each  individual  it 
would  be  impossible.  Then  it  would  create  such  diffi- 
culties as  to  make  it  impossible  to  get  any  practical 
result  out  of  the  questioning.  You  would  have  to 
test  a man’s  history  and  find  out  when  he  commenced 
to  save,  and  so  on. 

1651.  In  other  words,  the  saving  may  be  this  year, 
it  may  be  last  year,  it  may  be  the  year  before;  it  is 
always  saving? — Exactly. 

1652.  I quite  agree  with  you,  if  I may  say  so,  that 

there  should  be  no  such  thing  as  payment  “ free  of 
tax,”  but  is  there  not  this  further  argument  in  addi- 
tion to  your  arguments:  that  every  individual, 

especially  now  when  economy  in  publio  affairs  is  so 
much  sought,  should  be  made  to  feel  that  he  is  paying 
the  tax? — Would  you  kindly  repeat  that  question? 

1653.  Is  it  not  very  important  now  that  women  have 
votes  extended  to  them,  and  so  on,  that  all  employees 
(who  should  be  interested  in  public  economy)  should 
be  made  to  feel  that  they  are  paying  the  specific  tax? 
— I quite  agree ; that  is  my  argument  all  through. 

1654.  You  raised  a very  important  question  in  one 
part  of  your  evidence,  viz. : whether  there  ds  a duplica- 
tion of  allowances  to  landlord  and  tenant,  under 
Schedule  A.  I am  not  going  into  that  question  of 
duplication  of  allowances,  but  with  regard  to  the 
statutory  allowance  for  repairs,  of  course  there  is  the 
other  question  you  raise,  viz.  : that  the  cost  of  repairs 
being  enormously  'increased,  the  allowance  will  have 
to  be  considered.  Is  it  not  a fact  now  that  an  owner 
of  property,  say  houses,  is  allowed  one-sixth  for  re- 
pairs ? — One-sixth. 

1655.  Whether  he  spends  that  sum  or  not? — Yes. 

1656.  And  a good  landlord  who  spends  a great  deal 
more  than  that  is  never  allowed  more  than  one-sixth? 
— That  is  so. 

1657.  In  the  case  of  land  he  is  only  allowed  one- 
eight  ? 

1658.  Mr.  Pretyman : Except  on  agricultural  pro- 
perty, where  he  is  allowed  the  whole. 

1659.  Mr.  Syimott : The  owner  of  agricultural  pro- 
perty is  under  very  peculiar  conditions;  but  generally 
the  owner  of  property  is  only  allowed  a fixed  sum ; 
he  is  allowed  that  whether  he  spends  it  or  not? — 
But  I suppose  he  would  in  his  own  interest  eventually 
have  to  spend  a sum  that  would  average  out  at  the 
fixed  sum  now  allowed. 

1660.  Is  it  not  a fact  that  there  is  an  immense 
amount  of  what  we  call  tenement  property  in  Ireland, 
that  is  to  say,  dilapidated  house  property  dn  respect 
of  which  the  landlord  is  allowed  for  repairs,  on  which 
he  never  spends  the  money? — That  would  be  so, 
because  the  allowance  is  a statutory  allowance. 
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1661.  Now  with  regard  to  Schedule  B,  have  you 
ever  seen  the  form  which  farmers  have  to  fill  up  in  an 
appeal  from  Schedule  B? — Yes. 

1662.  Will  you  just  tell  me  your  opinion  about  it? — 
In  dealing  with  these  forms  I always  ask  clients  to 
obtain  if  possible  the  aid  of  local  accountants. 

1663.  Is  that  a form  of  accounts  which  in  practice 
the  farmer  would  keep? — No,  the  only  farming 
accounts  with  which  I have  to  deal  are  dealt  with  on 
ordinary  commercial  principles ; the  expenses  are  ascer- 
tained, the  sales  are  also  ascertained  in  ordinary 
accounting  ways.  Then  at  the  end  of  the  year  a 
valuer  is  consulted  who  values  the  crops  in  the  ground 
and  presents  his  valuation,  and  that  valuation  is  taken 
as  stock-in-trade. 

1664.  The  form  of  accounts  which  is  submitted  and 
which  one  has  to  fill  up  is  in  the  form  of  a balance 
sheet,  and  as  a matter  of  fact  no  profit  and  loss  is 
asked  to  be  filled  in  at  all.  Have  you  noticed  that? — 
I have  noticed  it. 

1665.  It  is  a remarkable  thing  that  while  you  have 
to  pay  Schedule  B on  twice  the  valuation  unless  you 
can  show  a profit  that  is  less,  the  accounts  which  are 
submitted  to  you  to  fill  up  show  nothing  about  profit 
and  loss  at  all? — I quite  agree. 

1666.  Do  you  not  think  that  the  form  for  Income 
Tax  should  as  nearly  as  possible  approximate  to  that 
which  a trader  or  a farmer  in  his  own  business,  if  he 
were  a private  business  man,  would  keep? — Yes;  in 
my  opinion  that  is  how  it  should  be. 

1667.  Mr.  Armitag e-Smitli : I understand  that  you 
would  withdraw  all  questions  of  fact  from  the 
cognizance  of  the  courts  in  relation  to  Income  Tax? 
—Yes,  slo  far  as  they  relate  to  the  computation  of  the 
liability  to  Income  Tax. 

1668.  Your  court  of  first  instance  would  be  com- 
posed of  accountants  and  others;  your  court  of  final 
instance  would  be  composed  of  accountants  only? — 
And  commercial  men. 

1669.  You  say  so  in  your  own  paper? — Yes.  I 

think  there  should  be  some  representatives  who  are 
not  accountants. 

1670.  You  prefer  accountants  to  High  Court 
Judges? — On  questions  of  fact  concerning  accounts, 
because,  as  I instance  in  my  paper  if  accountants  had 
been  deciding  the  question  in  the  case  of  Stevens  v. 
Boustead,  we  should  not  have  got  a ruling  that 
annual  value  was  not  constructive  income. 

1671.  Would  you  be  prepared  to  generalize  that 
principle,  and  say,  for  instance,  that  all  disputes 
with  regard  to  patents  should  be  tried  by  patent 
experts  and  not  by  judges  of  the  High  Court,  and  so 
on  through  the  whole  gamut  of  commercial  relations  ? 
— I should  not  like  to  go  so  far  as  that.  I simply 
confine  myself  to  my  own  particular  business. 

1672.  But  you  are  quite  confident  in  regard  to  the 
immense  superiority  of  accountants  over  every  other 
type  of  legal 'mind? — No,  it  is  the  legal  type  of  mind 
in  dealing  with  accounts  that  I seek  to  avoid.  A 
legal  mind  is  not  necessary  for  such  purposes,  as  I 
have  endeavoured  to  show. 

1673.  You  propose,  in  your  paper,  to  abolish  the 
independent  Legislatures  in  the  Isle  of  Man  and  the 
Channel  Islands? — No,  not  to  abolish  those  Legis- 
latures. 

1674.  Indeed  you  do.  You  say:  “ The  special  treat- 
ment in  regard  to  residents  in  the  Isle  of  Man  and 
the  Channel  Islands  to  be  withdrawn  ”? — We  do  not 
make  special  treatment  for  residents  in  America  but, 
because  we  do  not  make  special  treatment  for  them, 
the  American  Legislature  has  not  been  withdrawn. 

1675.  I suggest  to  you  that  the  only  way  to  effect 
that  proposal  is  to  abolish  the  independent  Legis- 
latures of  those  islands? — I do  not  see  any  reason  for 
the  suggestion. 

1676.  You  say  in  regard  to  differentiation,  that  it 
requires  further  consideration ; but  I am  not  clear, 
from  your  paper,  whether  you  think  that  the  term 
“ earned  income  ” is  interpreted  too  narrowly  or  too 
widely : whether  you  desire  to  preserve  this  differen- 
tiation or  to  sweep  it  away  because  it  cannot  be  made 
entirely  logical? — I think  it  should  be  maintained.  I 
simply  instance  the  hardship  of  those  with  smaller 
incomes  who  havja  no  means  of  augmenting  those 
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incomes  although,  the  cost  of  living  has  considerably 
increased,  and  therefore  suggest  that  this  question  of 
the  difference  between  earned  and  unearned  incomes 
should  be  reconsidered  with  regard  to  the  lower  in- 
comes, say  as  a limit,  up  to  £500  per  annum. 

1677.  lake  an  extreme  case  of  a man  whose  whole 
means  of  subsistence  on  retirement  from  his  profession 
consists  of  savings  and  the  invested  proceeds  of  sav- 
ings which  have  been  undoubtedly  earned.  Can  you 
make  any  practical  suggestion  for  differentiating 
between  those  incomes  from  investments,  and  other 
people’s? — I can  make  no  practical  suggestion,  for 
the  reason  that  such  a man  might  at  some  time  or 
other  have  made  little  capital  transactions ; he  may 
have  bought  and  sold  shares,,  on  the  Stock  Exchange 
and  made  considerable  profit,  which  would  be  merged 
in  the  whole  of  his  capital,  and  the  income  would  be 
merged  with  the  income  which  he  was  also  getting 
from  his  savings.  It  is  a very  complicated  question. 

1678.  I gather  that  in  your  opinion,  if  only  there 
were  more  accountants,  all  Income  Tax  grievances 
would  disappear? — The  chief  grievance  concerning 
the  assessment  of  business  profits  would  disappear. 

1679.  There  is  no  valid  reason  for  question  with 
respect  to  the  incidence  of  the  tax  when  once  a 
question  of  fact  has  been  settled  by  the  accountants  ? 
—I  he  whole  question  of  Income  Tax  is  simply  con- 
tused m a whirlpool  of  selfishness.  Most  men  seem 
to  think  that  the  limit  of  exemption  should  be 
measured  by  their  own  incomes.  But  when  we  come 
down  to  practical  issues,  the  real  grievances  are  only 
t'vo  : ,1"iey  are  firstly  that  business  men  complain 
tfiat  they  are  taxed,  not  upon  the  profits  they  make, 
but  upon  something  more;  and  the  other  main  com- 
plaint is  that  they  are  taxed  here  and  somewhere 
else  on  the  same  income.  When  you  have  taken 
those  two  points,  you  have  in  fact  taken  the  whole 
of  the  great  and  legitimate  grievances  in  regard  to 
Income  Tax.  The  first  is  an  accounting  question, 
lhe  other  a legal  question.  There  are  other  griev- 
anc«s  but  they  are  minor  grievances  as  compared 
with  those  two. 

1680.  Professor  Pigou:  Your  objection  to  the  ex- 
emption of  Life  Insurance  premiums  is  that  it  dis- 
criminates in  favour  of  that  particular  form  of 
saving? — Yes,  that  is  my  objection. 

1681.  So,  if  it  were  practicable,  that  objection 
would  be  met  equally  well  by  giving  a similar  exemp- 
tion on  other  savings,  as  by  abolishing  that  on  Life 
Insurance? — Quite. 

_ any  v*ew  as  to  ^6  practicability 

ot  that? — I think,  for  reasons  I have  just  mentioned, 
it  is  impossible  to  trace  through  a man’s  life  the 
income  that  is  the  result  of  savings  pure  and  simple. 

1683.  I do  not  mean  as  the  result  of  savings,  but 
would  it  be  possible  for  a man,  when  he  sends  in 
nis  Income  Tax  return,  to  claim  an  exemption  upon 
investments,  as  he  now  claims  an  exemption  upon 
Life  Insurance  premiums?— To  what  extent  of  his 
investments? 

Wa,S-  not  Saving  a particular  example,  but 
would  the  thing  be  practicable;  would  it,  in  your 
"P*m,on>  work?— No,  because  in  my  opinion  most 
people  would  claim  that  the  whole  of  their  invest- 
ments had  been  obtained  from  their  savings. 

*®85'  } mean  toe  investments  during  any  particular 
jeai.  A man  might  claim  exemption  on  that  part 
of  his  income  which  he  spends  on  investments.  My 
question  is,  would  it  be  practicable  to  have  an  ex- 
emption in  respect  of  that  part  of  the  income  which 

he  invests  in  War  Loan,  Stocks,  and  so  on? That 

would  open  up  a very  wide  question,  and  might 
seriously  affect  the  Revenue.  g 

M,y  .question  was:  Do  you  think  the  thing 
fm-  W°-rk  f praetlce,?— N°,  1 do  think  it  would6 
foi  the  simple  reason  that  it  would  be  very  difficult  to 
J ,Yhether1  the  investments  he  had  made  were 
lation. tke  reSUlt  °f  saVmg  OQ  his  part>  or  of  specu- 

T 7‘  l th!Dk  y?u  havo  quite  got  my  point. 

am  not  talking  about  income  that  he  derives  from 
past  investments,  but  about  money  that  he  nvesZZ 

TeeJeTSnZJh^  he  acU1,put3  away  S the 
?ve  £10nTn  g,lv®  y°u  an  illustration.  I may 

£2  IS?  t I hril  mo?ths  of  a ?ear-  with 

that  £100,  I might  buy  rubber  shares,  and  in  the  next 


three  months  sell  those  rubber  shares  for  £200.  I 
have  now  got  £200,  which  I invest,  and  I go  through 
the  same  process,  and  at  the  end  of  the  year  I have 
got  £500  which  I have  invested,  and  I draw  the  first 
dividend  on  that  £500,  and  claim  that  income  as  the 
result  of  saving  £500  within  that  year.  But  as  a 
matter  of  fact  the  sum  that  I have  really  saved  would 
be  £100,  although  I should  be  receiving  the  income 
on  an  investment  of  £500. 

1688.  Do  you  think  there  would  be  no  way  of 
getting  over  that  difficulty? — I cannot  see  any  prac- 
tical way  of  getting  over  it.  The  detail  involved 
would  be  so  enormous  that  no  progress  would  be 
made. 

1689.  You  suggest  that  the  limit  of  exemption 
should  be  lower? — Yes. 

1690.  Have  you  considered  the  incidence  of  indirect 
taxes  in  connection  with  that? — Yes;  in  my  opinion 
the  demand  at  the  present  moment  of  the  coal  miners 
to  have  the  limit  of  exemption  raised  to  £250,  is 
against  their  own  interest;  because,  as  I say,  if  we 
lower  the  rate  of  exemption,  and  increase  the  allow- 
ances in  respect  of  wife  and  children  (and  most  miners 
are  married  men  with  families),  they  would  in  effect 
get  exemption  at  £250,  leaving  those  miners  who  are 
bachelors  with  no  commitments  to  pay  a share  of 
taxation.  But  the  mere  fact  that  a man  is  liable, 
and  has  to  get  out  of  his  liability  by  making  claims, 
tends  to  make  him  a citizen,  to  understand  by  means 
of  his  pocket  that  he  has  got  something  to  say  in  the 
government  of  the  country,  and  something  to  pay  by 
way  of  contribution  to  the  direct  taxation  of  the 
country.  Indirect  taxation  is  confused  with  prices. 

1691.  What  I Wanted  to  put  to  you  was  that  in  the 
case  of  a very  low  income  the  proportion  of  his  income 
that  the  poor  man  spends  in  the  sugar  tax  and  tea 
tax  is  very  much  larger  than  the  proportion  that  the 
neb  man  spends? — Yes.  I had  not  quite  finished  my 
answer.  The  revenue  has  to  be  found,  and  if  we 
increase  the  limit  of  exemption  and  still  further  in- 
crease the  allowances,  it  seems  to  me  that  revenue 
must  come  from  other  sources.  Therefore  we  must 
have  greater  indirect  taxation,  of  which  the  poor  man 
w-ould  pay  a far  greater  share  than  the  rich  man.  So 
that  by  asking  for  an  increase  of  exemption  the  poor 
man  is  really  doing  himself  an  injury. 

1692.  Of  course  that  depends  on  how  the  other 
revenue  is  got.  Your  suggestion  is  that  the  exemp- 
tion limit  should  be  actually  lowered? — Yes,  because 
we  cannot  get  enough  revenue  out  of  a few  rich  men 
to  run  this  country.  That  must  be  obvious.  The 
Revenue  must  come  from  the  masses,  because  if  we 
take  the  whole  of  the  incomes  of  the  whole  of  the  rich 
people  m the  country,  we  would  still  be  millions  short 
of  the  amount  you  require. 

1693.  Have  you  considered  what  the  actual  pro- 
portion of  their  income  paid  by  the  people  below  the 

exemption  limit  and  those  above  it  is  ? No,  but  I 

take  it  that  the  exempted  income  should  be  an  income 
that  is  sufficient  to  provide  bodily  comforts,  with  due 
regard  to  health ; and  it  seems  to  me  that  the  exemp- 
tion limit  might  well  be  put  at  30s.  per  week. 

1694.  That  everybody  with  more  than  30s.  per  week 

should  pay  Income  Tax  as  well  as  the  present  pay- 
ment in  indirect  taxes?— After  we  had  arrived  at  the 
exemption  that  would  depend  entirely  on  the  com- 
mitments the  man  had  for  the  benefit  of  the  State. 
It  he  were  a married  man,  say  two-thirds  of  the 
exemption  limit  as  a marriage  allowance,  and 
further  allowances  for  children 

1695.  But  would  you  not  agree  that  the  question  of 
fairness  cannot  be  decided  with  reference  to  the  In- 
come lax  alone,  and  that  you  must  consider  what 
actually  happens  to  these  people  below  the  Income 
lax  limit  m respect  of  indirect  taxation ?— Yes,  we 
must  I quite  agree,  and  I simply  say  we  are  then 
forced  to  increase  indirect  taxation.  If  we  keep  on 
exempting  people  from  Income  Tax,  something  else  is 
bound  to  be  taxed  to  make  up  the  difference. 

1696.  You  have  not  seen  Mr.  Herbert  Samuel’s 
presidentml  address  to  the  Statistical  Societv, 
perhaps?— Yes,  I have  read  it. 

1 697 . HA ve  you  noticed  that,  according  to  his  esti- 
mates, the  percentage  of  payment  made  by  a person 
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with  £150  a year  is  a larger  proportion  of  his  total 
income  than  in  the  case  of  a person  with  £250  a year  ? 
— Yes,  and  we  should  increase  that  if  we  increased  the 
exemption  limit,  by  depriving  the  Revenue  of  a large 
amount  of  Income  Tax ; the  Revenue  must  come  from 
something  else ; therefore  we  should  increase  the  taxa- 
tion that  these  people  bear. 

1698.  Are  you  not  assuming  how  the  new  revenue 
will  be  got? — I am  taking  things  as  they  are  to-day. 

1699.  You  are  proposing  to  make  the  exemption 
lower  so  that  the  present  exempted  class  of  people 
would  pay  a larger  proportion  than  the  richer  people? 
— We  have  to  divide  taxation  between  direct  taxation 
a'nd  indirect  taxation.  There  must  be  some  inequali- 
ties in  regard  to  Income  Tax.  We  cannot  devise  a 
scheme  that  would  be  fair  to  everyone.  We  have  to  do 
it  in  the  fairest  manner,  after  giving  due  consideration 
to  all  the  facts  of  each  individual’s  life. 

1700.  I am  not  certain  that  I have  made  my  point 
clear.  When  you  are  considering  the  taxes  to  be  put 
on  a man  with  £150,  and  a man  with  £200,  the  ques- 
tion of  fairness  depends  on  his  total  payment  to  the 
State.  That  total  payment  is  made  up  partly  of 
indirect  taxes,  and  partly  of  direct  taxes? — I agree. 

1701.  Surely  it  is  not  legitimate  to  argue  as  you  do 
for  a lowering  of  the  exemption  limit,  without  first 
making  a careful  study  of  how  much  in  excess  the  poor 
man  pays  in  indirect  taxes? — I quite  agree,  but  as  1 
have  tried  to  explain,  the  revenue  must  oe  found,  and 
if  we  are  going  to  exempt  taxpayers  wholesale,  we 
would  not  be  saving  any  of  the  indirect  taxation  of 
the  poor  man,  because  in  the  end  he  would  have  to 
pay  more  in  indirect  taxation  than  he  would  pay  if  he 
made  his  proper  contribution  through  Income  Tax. 

1702.  Perhaps  we  are  at  cross-purposes,  but  I think 
you  may  notice  that  it  is  not  my  proposal  that  the 
exemption  limit  should  be  raised,  but  your  proposal 
that  it  should  be  lowered? — The  reason  why  I think 
the  Income  Tax  exemption  should  be  lowered  is  to 
save  the  poor  man  from  that  possible  occurrence  of 
increased  indirect  taxation,  owing  to  the  granting  of 
wholesale  relief  in  respect  of  direct  taxation — Income 
Tax. 

1703.  Your  real  argument  is,  that  if  we  do  not  lower 
the  Income  Tax  limit,  the  indirect  taxes  will  have  to 
be  raised  to  such  an  extent  as  to  damage  the  poor 
man? — Yes,  the  damage  in  that  respect  would  be 
greater  than  if  he  were  called  upon  to  pay  a very 
small  sum,  because  it  would  only  be  a very  small  sum 
he  would  pay  for  Income  Tax. 

1704.  Mr.  McLintock : There  are  just  two  points 
before  I get  on  to  the  main  point  I want  to  speak 
about.  First  of  all  with  regard  to  Trade  Associa- 
tions. I take  it  you  axe  aware  at  present  that  most 
Trade  Associations  of  any  importance  are  already 
separately  assessed  for  Income  Tax  ? — They  have  to 
make  special  application  to  Somerset  House  if  they 
desire  to  be  taxed,  and  then  submit  their  accounts 
to  the  authorities,  then  those  Associations  are  put 
on  the  list,  and  all  the  people  who  have  subscribed 
to  those  Associations  are  then  entitled  to  deduct  the 
subscriptions  they  make  to  those  Associations  as  an 
expense  of  earning  their  profits. 

1705.  You  are  aware  of  that? — I am  aware  of  that. 

1706.  That  to  a great  extent  meets  the  point  which 
you  raised  with  regard  to  Trade  Associations? — It 
does ; but  at  the  same  time  there  are  numbers  of  Trade 
Associations  that  are  not  on  the  official  list,  and  it 
creates  great  confusion  as  to  knowing  which  subscrip- 
tions are  allowed  and  which  are  not  allowed. 

1707.  Are  you  aware,  however,  that  if  the  Inland 
Revenue  were  to  permit  Trade  Association  subscrip- 
tions generally  to  be  deducted  as  expenses  in  com- 
puting profit  and  loss,  a large  amount  of  revenue 
would  be  lost? — Well,  I do  not  know  that  that  would 
be  the  case,  because,  of  course,  the  Revenue  would 
gain  in  those  cases  not  now  on  the  list. 

1708.  I suggest  to  you  that  Trade  Association  pay- 
ments very  often  take  the  form  of  Reserves  in  the 
Trade  Associations  to  huge  amounts? — Are  you  speak- 
ing now  of  Trade  Associations  that  submit  their 
accounts? 

1709.  1 am  speaking  about  Trade  Associations  other 
than  those  where  you  pay  a small  subscription  of 
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£1  Is.  for  some  annual  publication,  or  something  like 
that,  and  referring  to  the  same  type  of  Trade  Associa- 
tion as  you  are  dealing  with. — Yes. 

1710.  You  ask  that  Trade  Association  subscriptions 
be  passed  as  an  item  of  expense  in  the  accounts  of 
the  particular  business  ? — On  condition ; and  the  con- 
dition is,  that  all  Trade  Associations  submit  accounts 
to  the  Revenue  to  be  assessed  to  Income  Tax. 

1711.  Are  you  aware  that  in  practice  that  very 
largely  obtains  to-day? — It  does. 

1712.  And  if  fault  lies  anywhere,  it  is  in  the  par- 
ticular Trade  Association  not  making  arrangements 
•with  the  Inland  Revenue? — Yes. 

1713.  The  trader  has  no  grievance  on  that  point  to- 
day ? — The  trader  has  no  real  grievance  in  that  respect 
to-day,  although  he  often  imagines  that  he  has. 

1714.  You  agree  that  he  has  no  grievance? — I agree 
that  he  has  no  grievance  in  that  particular  respect, 
inasmuch  as  if  he  chooses  to  subscribe  to  a society 
that  will  not  submit  its  accounts  to  the  Revenue,  he 
must  put  up  with  the  consequences.  At  the  same 
time,  I was  talking  of  facilitating  Income  Tax  assess- 
ment. 

1715.  On  the  “ free  of  tax  ” question,  do  you 
seriously  suggest,  in  a case  such  as  you  illustrated, 
of  a oompany  paying  a dividend  of  15  per  cent. 

“ free  of  tax,”  which  is  in  reality  a 20  per  cent, 
dividend,  that  that  is  not  reflected  in  the  value  of  the 
company’s  shares  to-day,  with  a 5s.  or  6s.  tax? — It 
is  reflected  probably  just  at  the  moment  when  the 
public  know,  but  as  soon  as  the  dividend  gets  into  the 
official  lists  the  reflection  is  lost,  because  as  rates  of 
Income  Tax  vary,  and  have  done  for  numbers  of 
years  past,  it  is  quite  impossible  for  any  man  to  carry 
in  his  mind  what  the  real  dividend  capacity  of  the 
company  is  and  was. 

1716.  I suggest  to  you  that  the  brokers  and  jobbers 
in  London  are  not  quite  so  foolish  as  not  to  realize 
the  value  of  “free  of  tax”? — I quite  agree  that 
the  man  who  is  an  expert  takes  advantage  of  that. 

1717.  Purchases  and  sales  on  the  Stock  Exchange 
to-day  are  based  on  the  opinions  of  those  experts? — 
No ; I have  found  in  many  cases  they  are  not.  I 
agree  that  those  who  know  can  make  remarkably  good 
investments  by  buying  “ free  of  Income  Tax  ” stocks. 

1718.  I suggest  that  there  is  something  else  than  the 
question  of  tax  that  causes  the  high  yield  on  the  stocks 
you  have  in  mind.  I suggest  to  you  that  a jobber 
knows  perfectly  well  that  he  is  buying  or  selling  stock, 
“ free  of  tax,”  and  the  price  is  fixed  accordingly, 
and  if  it  happens  to  have  a high  yield  it  is  not  by 
reason  of  the  Income  Tax? — Well  that  is  not  the 
opinion  I have  gathered  from  Stock  Exchange  men. 
I have  alwa'ys  understood  from  Stock  Exchange  men 
that  these  are  “ snips  ” to  be  had  by  those  who  under- 
stand it.  Stock  Exchange  prices  aTe  governed  by  the 
law  of  demand  and  supply. 

1719.  On  the  question  of  payment  of  tax  on 
directors’  fees,  and  on  employees’  salaries,  I agree 
with  you  that  that  might  well  be  abolished,  but  you 
are  aware  that  the  director  who  receives  his  fees  to- 
day “ free  of  tax,”  so-called,  is  assessed  on  the  basis 
of  the  fee  paid  plus  the  tax  thereon? — The  director 
who  to-day  receives  his  fees  “ free  of  tax  is  assessed 
upon  the  net  amount  which  the  company  pays,  and  he 
is  then  assessed  to  Income  Tax  upon  the  Income  Tax 
on  that  net  amount,  but  I do  not  know  that  even 
now  such  a director  would  pay  any  Income  Tax  him- 
self, or  whether  the  company  would  not  pay  it;  but 
even  so,  up  to  the  year  1918—1919  the  assessment  was 
only  upon  the  net  income,  and  it  was  the  net  income 
that  saich  a director  would  return  in  his  Super-tax 
return. 

1720.  My  point  is  that  to-day  the  director’s  total 
income  is  held  to  be  the  fee  he  gets  plus  the  tax  the 
company  pays  for.  him. — That  is  so  to-day.  The 
alteration  was  made  in  1918-1919. 

1721.  Yes,  I know  when  the  alteration  was  made, 
but  that  is  the  practice  to-day. — That  is  the  prac- 
tice to-day,  but  even  so  that  does  not  give  the  true 
gross  income. 

1722.  It  gets  near  it?— It  gets  near  it,  I quite  agree. 

1723.  And  the  same  applies  to  salaries? — Yes. 

1724.  And  the  Super-tax,  if  any,  is  based  on  that 
sum  total? — Now,  and  for  the  first  time. 
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1725.  On  the  general  question  of  accounting,  what 
you  maintain  is  that  what  you  want  is  some  principle 
of  what  you  term  “ scientific  accounting  ” on 
ordinary  commercial  li.nes.  I would  like  you  to  tell 
the  Commissioners  a little  bit  more  clearly  what  you 
mean  by  scientific  accounting  in  relation  to  ordinary 
commercial  lines? — Well  I take  it  that  means  that 
business  men,  if  they  have  a profit  and  loss  account 
put  before  them  of  their  business,  know  whether  it  is 
on  scientific  accounting  principles  or  not.  There  are 
different  businesses  and  I do  not  see  how  it  is  possible 
to  explain  what  scientific  acounting  in  general 
means,  in  each  specific  case,  but  speaking  generally 
it  would  mean  that  all  the  expenses  in  conection  with 
earning  profits  are  charged  against  revenue  before 
arriving  at  a correct  or  scientific  balance  of  profit  or 
loss.  Now  in  the  case  of  a man,  we  will  say,  who  buys 
gravel  from  another  man,  one  would  assume  as  a 
scientific  accounting  principle  that  the  cost  of  that 
gravel  should  be  a charge  against  profit : but  if  that 
man  bought  the  gravel  in  the  ground,  according  to 
Income  Tax  practice  to-day  that  purchase  of  gravel 
is  not  allowed  as  a charge  against  profits. 

1726.  I think  you  might  give  us  some  other  illustra- 

tion than  gravel  and  land.  I think  that  is  a very 
unusual  type  of  case.  I suggest  to  you  that  there  is 
no  difficulty  to-day  on  the  same  question  of  account- 
ing between  the  public  and  the  Surveyors  of  Taxes  ? 

I have  not  said  there  was  any  difficulty. 

1727.  I suggest  to  you  this,  as  to  the  accounts:  that 
no  difficulty  arises  as  to  whether  they  are  scientifically 
prepared',  or  hoAv  they  are  prepared,  and  that  there  is 
no  difficulty  in  getting  the  Surveyor  of  Taxes  to 
understand  the  method  on  which  you  have  prepared 
your  accounts,  and  no  question  arises  when  the 
Income  Tax  liability  comes  to  be  adjusted  as  to  the 
method  in  which  the  accounts  have  been  prepared? — I 
am  afraid  that  is  not  my  point.  I am  saying  that 
the  accounts  if  properly  prepared  should  be  accepted 
for  taxation  purposes,  whereas  they  are  altered,  and 
I am  simply  arguing  that  for  Income  Tax  purposes 
the  accounts  should  stand.  Take  the  case  of  a nitrate 
company.  A nitrate  company  in  its  accounts 
charges  as  an  expense  the  nitrate  that  is  exhausted 
in  earning  those  profits. 

1728.  I am  coming  to  the  question  of  a wasting 
asset  by  itself . I suggest  to  you  at  present  that  there 
is  no  difficulty  in  arriving  at  the  balance  of  profit 
and  loss? — I have  not  suggested  that  there  is. 

1729.  From  the  accounting  point  of  view? — I have 
not  made  a suggestion  that  there  is. 

1730.  Do  you  suggest  that  because  a firm  prepared 
their  accounts  in  a particular  way,  and  a firm  of 
accountants  sign  them  as  correct,  that  therefore  the 

Inland  Revenue  should  be  bound  to  take  them? No, 

not  without  investigation. 

1731.  Is  not  that  exactly  what  they  do  to-day? 

Yes,  and  I do  not  object  to  investigation  of  accounts 
pi'esented. 

1732.  I do  not  quite  see  what  your  objection  is. 
You  are  advancing  something  in  the  form  that  you 
term  scientific  accounting? — Will  you  kindly  give  me 
the  page. 

1733.  It  runs  all  through  your  proof — the  same 
thing.— Not  right  through.  I simply  refer  to  it  at 
the  beginning  and  end. 

1734.  You  say  that  if  disputes  arise  on  accounting 
questions  they  will  be  referred  to  a Court  of  Arbitra- 
tors consisting  of  duly  qualified  professional  account- 
ants. Then  later  on,  in  your  paragraph  14,  under 
Schedule  D,  you  say  the  results  of  all  businesses  and 
professions  should  be  ascertained  on  the  recognized 
principles  of  scientific  accounting? — Yes,  but  we  are 
dealing  with  Income  Tax.  I am  referring  to  Income 
Tax,  not  merely  questions  of  profit  and  loss  as  between 
business  men.  I am  referring  to  how  accounts  should 
be  dealt  with  from  an  Income  Tax  point  of  view. 

1735.  But,  in  your  proof,  you  state  that  you  want 
to  get  at  the  true  balance  of  profit  and  loss  ? — Yes,  but 
surely  it  is  understood  that  this  means  the  true 
balance  of  profit  and  loss  for  Income  Tax  purposes, 
which  should  conform  to  commercial  usage. 

1736.  You  admit  that  the  present  system  of  account- 
ing  perfectly  well  serves,  and  the  Surveyors  properly 
examine  these  accounts  ’vy  closely  in  ordei  *o  arrive 


at  tiie  balance  of  profit  and  loss? — I admit  it  all,  up  to 
the  point  of  arriving  at  the  balance  of  profit  and  loss 
tor  income  Tax  purposes.  There  is  no  dispute  between 
Surveyors  of  Taxes  and  ourselves  in  regard  to  correct 
balanQe  of  commercial  profit  and  loss.  It  is  only 
when  we  have  to  adjust  the  correct  balance  of  profit 
and  loss  for  Income  lax  purposes  where  1 speuK  of 
applying  these  principles. 

1/37.  1 suggest  to  you  that  the  main  discussions 
that  arise  between  Surveyors  of  Taxes  and  accountants 
to-day  are  on  the  admissibility  of  certain  items  which 
the  client  lias  thought  fit  to  charge  as  a business  ex- 
pense?— 1 say,  ana  I have  stated  here  to-day,  that 
there  are  a number  of  grievances  which  have  no  basis, 
and  if  a trader  has  charged  against  his  profit  and  loss 
account  certain  charges  which  are  not  proper  trading 
expenses,  he  has  no  grievance  if  these  are  not  allowed. 
But  I am  speaking  of  taxable  profits  which  should 
be  synonymous  with  commercial  profits. 

1738.  Is  that  your  whole  point  in  regard  to 
“ scientific  accounting  on  the  ordinary  commercial 
lines  ” — because  on  the  latter  words,  “ ordinary  com- 
mercial lines,”  you  know  that  no  two  firms  in  the 
country  will  agree  as  to  what  “ ordinary  commercial 
lines  ” are? — That  is  not  my  experience.  All  I can 
say  is  that  they  are  wonderfully  agreed.  I have  not  in 
my  27  years  as  an  accountant  had  that  experience. 

1739.  I agree  that  the  Inland  Revenue  officials  are 
wonderfully  agreed,  but  1 have  not  found  the  trader 
the  same. — Well,  I have. 

1740.  On  the  question  of  scientific  accounting  from 
the  point  of  view  of  charges  for  depreciation,  and 
wear  and  tear,  is  it  your  opinion  that  the  allowances 
that  are  made  to  day  are  inadequate? — Yes. 

1741.  Have  you  anything  to  say  as  to  the  method  of 
arriving  at  them?— I do  not  think  it  is  fair  to  the 
Commission  for  me  to  take  up  their  time  on  that 
point,  because  it  will  be  handled  by  men  who  have 
given  this  question  many  years  of  study. 

1742.  I will  leave  that.  The  only  question  with 
regard  to  accounting  in  arriving  at  the  liability  to 
Income  Tax,  as  you  term  it  “ scientific  accounting,” 
is  the  question  of  wasting  assets  ? — That  also  is  a ques- 
tion that  will  be  handled  by  an  expert. 

1743.  My  point  is,  that  is  the  only  point  of  criticism 
you  have  to  make  against  the  present  method  of  com- 
pilation of  profit  and  loss? — That  is  the  great  point, 
but  subject  always  to  the  reservation  that  we  are  now 
dealing  with  profit  and  loss  for  Income  Tax  purposes. 

1744.  Namely,  that  no  allowance  is  given  for  wast- 
ing assets? — Depreciation  of  wasting  assets — the  ex- 
haustion of  raw  material. 

1745.  That  is  the  only  point.  You  have  nothing 
else  to  say  on  the  question  of  accounting  generally? — 
That  is  the  great  grievance;  I cannot  think  of  any 
other  at  the  moment. 

1746.  Mr.  Prctyman : I want  only  to  ask  you  on 
two  points,  numbers  11  and  12  on  your  paper, 
Schedule  A and  Schedule  B : the  subject  of  the  statu- 
tory allowance  for  repairs  requiring  revision  owing 
to  the  increased  cost  of  materials  and  labour,  and 
also  the  present  duplication  of  allowances.  Have  you 
any  view  as  to  the  direction  in  which  that  statutory 
allowance  for  repairs  should  be  revised? — I did  make 
a note  somewhere,,  but  this  question  is  a little  bit 
complicated,  and  I think  it  better  to  leave  it  entirely 
alone.  All  I can  say  is  that  it  should  be  increased. 
You  have  to  consider  the  increased  cost. of  labour 
and  materials,  and  you  also  have  to  consider,  I sup- 
pose, the  age  of  the  property. 

1747.  You  are  aware  that  agricultural  property  is 
now  practically  under  Schedule  D.  Schedule  A for 
agricultural  property  is  assimilated  to  Schedule  D? — 
If  you  make  the  necessary  claim'  for  management 
expenses,  you  mean,  and  that  kind  F thing. 

1748.  Certainly.  You  are  awaro,  are  you  not,  that 
in  an  agricultural  property  Schedule  A Return,  you 
can  now  ask  for  an  additional  deduction  to  cover 
all  costs  of  repairs,  maintenance  and  management? — 
Yes. 

1749.  And  on  giving  satisfactory  particulars  of  that 
expense,  that  is  deducted  from  your  Schedule  A assess- 
ment, exactly  in  the  same  way  as  the  expenses  of  any 
other  business  are  deducted  under  Schedule  D? — Yes. 

T have  not  dealt  with  that  at  all.  I was  referring 
here,  of  course,  to  town  property 
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1750.  I am  only  asking  you  if  you  are  aware  that 
that  is  so? — 1 am  aware  that  that  is  so. 

1751.  Do  you  see  any  objection  to  dealing  with 
town  property  on  the  same  basis?  Do  you  see  any 
reason  why  the  management  of  house  property,  which 
is  a business,  should  be  dealt  with  on  a different 
system  from  any  other  property,  and  the  allowances 
made  which  can  be  shown  to  be  necessary  expenditure 
for  the  maintenance  of  the  property  should  be  the 
trade  deduction  ? Is  there  any  necessity  for  Schedule 
A at  all? — No,  1 cannot  see  that  there  should  be  any 
difference.  What  is  fair  for  one  must,  obviously,  be 
fair  for  the  other. 

1752.  Is  it  not  probable  that  Schedule  A was  origin- 
ally a separate  Schedule,  because  originally  almost  the 
whole  of  the  income  was  derived  from  land  in  this 
country  and  arising  out  of  land? — I could  not  say, 
but  1 quite  follow  your  point,  and  I quite  agree  that 
the  allowances  in  respect  of  repairs  and  maintenance 
of  all  property  should  be  on  similar  lines. 

1753.  That  is  all  I have  to  ask  you  on  Schedule  A. 
In  fact  it  comes  to  this : That  the  revision  you  agree, 
or  you  suggest,  should  take  the  form  of  assimilating 
to  Schedule  D? — Yes,  that  would  be  a very  good  idea. 

1754.  Now  with  regard  to  Schedule  B.  I was  rather 
interested  to  hear  you  say  that  you  had  been  in  charge 
of  some  farm  accounts,  and  you  suggested  that  a 
balance  sheet  showing  a profit  or  loss  could  be  shown? 
— A balance  sheet,  and  a profit  and  loss  account. 

1755.  You  suggested  that  a profit  and  loss  account 
could  be  shown,  and  I heard  you  say,  I think,  that 
the  profit  and  loss  account  could  be  shown  by  taking 
on  the  one  side  the  outgoings  for  the  year,  the  ex- 
penditure for  the  year,  and  adding  to  that  expendi- 
ture for  the  year  a valuation  at  the  beginning  of  the 
year ; and  on  the  other  side  of  the  account,  the 
receipts  during  the  year,  and  the  valuation  at  the 
end  of  the  year? — Yes. 

1766.  And  I think  you  then  went  on  to  say  that  the 
valuation  at  the  beginning  and  end  of  the  year  were 
made  by  a competent  valuer? — Yes. 

1757.  And  the  value  of  the  crops  and  stock  were 
entered  at  their  proper  market  value  at  the  beginning 
of  the  year  and  the  end  of  the  year? — Yes. 

1758.  So  that  if  the  value  of  the  stock  or  crops 
altered  in  the  market,  that  would  be  reflected  as  a 
profit  or  a loss? — Yes. 

1759.  Supposing  a man  grows  a crop  of  oats  and, 
at  the  beginning  of  the  year  the  value  of  those  oats 
is,  let  us  say,  40s.  a quarter,  and  at  the  end  of  the 
year  the  value  of  the  oats  is  30s.  a quarter,  and  that 
the  valuation  is  made,  as  it  usually  is  made,  about 
September — harvest  time? — Yes. 

1760.  That  is  the  time  the  farm  account  generally 
comes  out — about  Michaelmas? — November  we  do  as 
well. 

1761.  You  are  aware  that  oats  are  generally  threshed 
very  late ' in  the  season  and  allowed  to  mature,  and 
that  oats  grown  on  a farm  are  very  rarely  consumed 
until  after  Christmas  at  any  rate.  Supposing  a man 
has  his  whole  crop  of  oats  on  the  farm  at  the  be- 
ginning of  the  year,  and  they  are  valued  at  40s. ; he 
has  a similar  crop  at  the  end  of  the  year  which  are 
valued  at  30s.;  and  supposing  for  the  sake  of  argu- 
ment he  had  grown  500  quarters  of  oats,  that  would 
represent  a difference  of  £250,  would  it  not? — Yes. 

1762.  Which  you  would  show  on  your  accounts  as 
a loss? — Yes. 

1763.  Or,  on  the  other  hand,  if  it  had  been  the  other 
way : if  it  had  been  30s.  at  the  beginning  of  the  year 
and  40s.  at  the  end,  you  would  show  it  as  a profit? — 
Yes. 

1764.  Do  you  regard  that  as  a real  profit?  Before 
I put  that  to  you,  may  I go  on  a little  further.  You 
are  aware  that  at  least  two-thirds  of  those  oats  would 
be  consumed  on  the  farm  by  the  horses  and  the  stock  ? 
— Yes. 

1765.  And  assume  it  is  consumed  partly  by  stock 
which  is  to  be  sold? — Yes. 

1766.  And  assume  that  it  had  appreciated,  that 
prices  were  going  up,  and  that  the  oats  that  were 
worth  30s.  at  the  beginning  of  the  year  were  worth 
40s.  at  the  end  of  the  year,  and  that  the  oats  that 
were  valued  at  30s.  were  fed  to  stock,  and  that  stock 
w is  sold,  and  that  stock  had  appreciated  on  the 


market,  would  you  credit  the  man  with  a profit  for  both 
the  increased  value  of  the  new  oats  over  the  old,  and 
with  the  additional  value  of  the  oats  because  it  was  fed 
to  the  stock? — I can  only  speak  from  practical  ex- 
perience of  accounting.  I know  nothing  whatever  of 
farming.  The  principle  adopted  among  certain 
farmers  is  that  an  expert  in  the  valuation  of  farms 
is  called  in  at  the  close  of  the  year.  The  farmer  looks 
through  those  valuations,  and  after  being  satisfied 
that  they  are  correct,  they  are  put  in  as  stock  at  the 
end  of  the  period.  This  stock  starts  the  next  year’s 
accounts,  but  I am  not  prepared  to  express  any 
opinion  as  to  whether  those  valuations  are  correct  or 
not,  because  I do  not  possess  the  knowledge,  but  they 
should,  of  course,  be  based  on  cost. 

1767.  It  may  be  correct  for  the  farmer  to  arrive 

at  some  opinion  if  he  sold  for  what  he  could  get,  but 
the  inquiry  we  are  on  here  is  Income  Tax,  and  what 
I am  on,  is  the  suggestion  you  make  that  a valuation 
made  in  that  form  would  be  a desirable  method  of 
assessment  for  Income  Tax — I say  if  the.  farmer  has 
accounts  prepared  in  that  way,  and  regards  them  as 
the  measure  of  his  income 

1768.  Wait'  a moment:  I am  a farmer  myself,  and 
I have  a good  many  acquaintances  amongst  farmers, 
and  I never  heard  of  any  farmer  who  would  suggest 
that  an  account  made  in  that  way  would  represent 
his  income. — Then  I suggest  that  he  has  thrown  money 
away  in  having  a profit  and  loss  account  prepared. 

1769.  Why  would  you  suggest  that?  Supposing  the 
farmer  wishes  to  realize  the  stock  which  he  has,  the 
valuation  of  his  stock  and  crops  represent  his  capital, 
and  not  his  income  at  all.  The  income  is  the  profit 
which  he  actually  makes  by  his  sales  during  the  year, 
over  and  above  what  he  has  to  spend,  in  addition 
to  any  actual  real  increase  in  the  value  of  the  stock 
on  the  farm,  which  is  deferred  until  he  realizes  that, 
and  then  it  goes  into  the  next  year.  The  valuation 
you  are  speaking  of  is  a capital  valuation,  and  it 
may  be  very  important  for  a man  in  his  business  to 
know  exactly  where  his  capital  stands  in^  case  he 
wants  to  go  out  and  go  to  another  farm,  but  it  has 
absolutely  nothing  to  do  with  income  at  all. — Then 
I cannot  understand  why  farmers  have  their  accounts 
prepared. 

1770.  A man  may  desire  to  know  what  capital  he 
has  in  his  farm. — But  why  periodically,  once  every 
twelve  months?  Why  accept  accounts  as  profit  and 
loss  accounts  of  a business  if  they  are  not  true 
accounts? 

1771.  But  he  does  not. — But  certain  farmers  do. 

1772.  Will  you  ask  one  of  the  to  come  here  and 
give  evidence  to  that  effect  ? — I could  not  do  so. 

1773.  I am  afraid  I cannot  accept  that  from  you. 
as  a fact,  unless  a farmer  is  prepared  to  come  here 
and  tell  us  that  he  will  accept  a balance  sheet  drawn 
up  in  that  form  as  an  actual  profit  and  loss  account 
on  which  he  is  prepared  to  pay  Income  Tax  for  the 
year. — The  valuers,  even  in  the  case  of  farm  crops, 
are  experts  quite  apart  from  the  preparation  of  the 
farming  accounts  by  the  accountants,  and  therefore, 
if  the  farmer  only  wants  a valuation  he  can  stop 
at  that.  Why  a farmer  should  put  useless  figures 
into  proper  profit  and  loss  form  I do  not  know.  I 
must  assume  that  where  he  does  so  he  must  accept 
the  results  as  being  the  results  of  his  farming. 

1774.  I cannot  see  why  they  ask  you  to  do  it,  but 
I can  assure  you  it  has  absolutely  nothing  to  do  with 
profit  and  loss. — I do  not  dispute  that;  I simply  sav 
that  it  is  a wonderful  thing  that  a farmer  should 
incur  the  expense  of  an  accountant’s  services,  and 
also  pay  valuers  to  get  valuations,  and  having  got 
them  to  remain  unsatisfied. 

1775.  Do  you  therefore  agree  that  a profit  and  loss 
account  drawn  up  on  a form  on  the  same  lines  as  it 
could  be  drawn  up  in  a different  business,  could  not 
possibly  be  used  as  a basis  for  Income  Tax  assess- 
ment?— I have  no  experience  in  farming  at  all,  and 
know  nothing  whatever  about  the  subject.  I am  only 
speaking  as  an  ordinary  business  man,  and  if  I pay 
money  for  certain  services,  I expect  to  get  value  for 
the  money  I have  paid;  and  if  a farmer  chooses  to 
employ  accountants,  and  also  to  go  to  the  expense  of 
valuers,  all  to  no  purpose,  then  I am  puzzled. 
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1776.  You  really  do  not  understand  fanning  ac- 
counts, do  you? — I do  not  understand  farming;  I 
understand  farming  accounts  they  are  prepared  in 
the  way  I have  stated. 

1777.  Is  it  possible  really,  to  come  here  to  this 
Commission  and  suggest  that  the  Income  Tax  basis 
upon  the  profits  of  farming  should  be  altered,  and 
should  be  based  upon  something  which  you  suggest 
here,  when  you  really  know  nothing  whatever  about 
the  subject? — I do  not  say  so.  I simply  say  that 
where  the  annual  profits  are  ascertained  in  that  way, 
they  should  be  regarded  as  the  profits  of  the  concern. 

1778.  No,  I do  not  think  you  do  say  that.  I think 
you  say  here  that  they  must  be  ascertained  in  that 
way,  and  that  everybody  should  be  bound  to,  unless 
there  is  some  proof  that  he  cannot? — Yes. 

1779.  That  is  what  I say. — Well  I was  certainly 

under  the  impression,  having  seen  farmers  accounts 
made  in  that  way,  and  having  seen  them  adopted, 
that  farmers  naturally  assume  they  are  correct,  but 
if  you  tell  me  it  is  all  nonsense 

1780.  Yes  I do. — Then  I have  nothing  further  to 
say.  You  are  a practical  man  in  that  direction  and 
I am  not.  If  you  say  that  is  a mere  waste  of  money, 
and  the  farmer  who  has  his  accounts  prepared  in  that 
way  has  simply  had  a financial  statement  placed 
before  him,  I have  nothing  to  add  to  it. 

1781.  I say  nothing  of  the  kind. — That  is  what 
your  suggestion  amounts'  to. 

1782.  No;  I say  all  he  may  desire  to  know  is  the 
value. — I say  he  has  the  information  from  the  valuers 
who  are  totally  independent  of  the  accountants.  Why 
cannot  he  stop  at  that? 

1783.  That  I do  not  know. — Neither  do  I know;  it 
is  a puzzle  to  me.  It  is  a puzzle  to  you  as  a farmer, 
and  it  is  certainly  a puzzle  to  me  as  an  accountant. 

1784.  Mr.  Manville : With  regard  to  your  objection 
to  “ tax  free  ” dividends,  you  are  aware  that  that 
method  of  payment  is  largely  adopted  in  substantial 
companies,  who  naturally  try  to  raise  extra  capital 
by  shares  bearing  fixed  dividends,  preferences  shares 
and  things  of  that  sort,  and  offer  to  pay  the  Income 
Tax  up  to  a certain  sum,  say  5s.  in  the  £? — Yes. 

1785.  Do  you  not  think  that  that  is  a great  advan- 
tage for.  the  company,  because  it  means,  or  I take  it 
to  mean,  that  in  place  of  having  to  pay  as  they  would 
otherwise  have  to  pay  an  extra  1 per  cent,  or  1£  per 
cent,  perhaps  on  the  dividend  they  would  guarantee 
to  pay  those  charges.  If  Income  Tax  comes  down,  as 
we  hope  it  may  some  time  in  the  future,  then  the 
company  immediately  gets  the  advantage  of  that  by 
reason  of  not  having  to  pay  a larger  dividend  under 
those  circumstances.  Do  you  think  it  would  be  a 
disadvantage  to  them  if  they  were  prohibited  from 
paying  dividends  “ tax  free  ” ? — It  seems  to  me  that 
you  are  departing  from  the  principle  that  Income  Tax 
is  a personal  tax,  and  I do  not  myself  see  why  a man’s 
i ncome  should  go  up  or  down  in  regard  to  the  rate  of 
Income  Tax.  A man’s  income  might  just  as  well  go 
up  or  down  according  to  duties  placed  on  wines  or 
cigars,  or  any  other  article  on  which  he  pays  taxation. 

1/86.  He  has  to  pay  more  to-day  for  his  wines  and 
cigars  than  he  did  before?— Yes. 

r1?7:jAnd  Probably  be  e*Pe<*s  to  get  a greater  rate 
of  dividend  if  he  is  making  a fresh  investment?— 
But  there  are  people  who  are  exempt  from  Income 
lax.  and  peoplo  who  pay  Income  Tax  at  varying 
rates,  and,  apart  altogether  from  that,  I have  not 
known  any  costing  system  where  Income  Tax  is  put  on 
as  part  of  the  cost  of  earning  profits.  Why  should 
certain  favoured  individuals  have  their  income  raised 

^11  6 ^-P?01116  Tax  rise3’  or  fal1  as  tbe  Income  Tax 
falls.  If  a company  were  issuing  7 per  cent,  pre- 
ference shares  “ free  of  Income  Tax  ” up  to  6s.  in 
the  £ to-day,  they  are  issuing  10  per  cent,  preference 
shares.  Why  not  issue  10  per  cent,  preference  shares 
straight  off? 

1788.  You  miss  my  meaning.  It  sounds  a very  high 
rate,  7 per  cent,  to  bring  it  up  to  10  per  cent.  From 
the  point  ot  view  of  a company  working  in  a certain 
industry,  it  is  going  to  be  benefited  in  the  future 
wnen  the  Income  Tax  gets  lower  by  the  fact  that  it 
will  have  to  pay  Income  Tax  less  than  it  would  other- 
wise have  to  pay  by  the  10  per  cent.— Income  Tax  is 


a tax  on  the  profit : it  cannot  alter  the  profit  of  a 
company.  I do  not  follow  the  argument.  Income 
Tax  is  a tax  on  the  profit  a concern  makes;  it  can 
neither  increase  nor  decrease  the  profit.  If  there  is 
no  profit  there  is  no  Income  Tax. 

1789.  I am  talking  about  fixed  dividend  shares. — 
Yes ; that  does  not  affect  the  profit. 

1790.  Surely  it  must? — How  can  it?  The  profit  of 
a company  is  £1,000 ; what  does  it  matter  what  the 
Income  Tax  is?  It  may  be  10s.  in  the  £,  but  the 
profit  remains  the  same — £1,000.  You  are  distribut- 
ing taxed  income.  Supposing  that  £1,000  is  the  net 
profit  after  deduction  of  Income  Tax,  you  are  dis- 
tributing taxed  profit.  You  are  simply  making  one 
class  of  shareholder  bear  the  taxes  of  another  class. 

1791.  I agree  that  it  is  quite  correct,  but  the  com- 
pany,  in  that  sense,  are  the  ordinary  shareholders, 
who  take  the  risks. — Who  are  bearing  their  own  tax 
and  the  preference  shareholders’  tax. 

1792.  But  the  ordinary  shareholders  benefit  by  the 
saving  in  the  tax  when  the  tax  gets  low? — When  the 
taxes  are  lower  they  will,  but  I do  not  think  there 
is  much  chance  of  that. 

1793.  And  they  would  always  sustain  that  loss  to 
the  profits  if  the  shares  had  to  be  issued  at  that  rate 
of  dividend,  which  would  include  the  Income  Tax  at 
the  present  time  at  the  present  high  rates?— But 
there  are  only  a very  few  people  who  understand  that. 
It  is  no  use  saying  the  public  understand  it.  They  do 
not,  and  cannot,  understand  it.  I would  like  to  place 
before  all  those  who  pretend  they  do  understand  it  a 
“ free  of  tax  ” dividend  warrant,  and  ask  them  to 
turn  the  net  dividend  into  gross  income. 

1794.  That  is  not  the  point  I am  dealing  with  at 
all— No.  The  point  is  this,  in  my  mind,  that  what- 
ever a company  pays  in  dividends,  they  should  be 
stated  clearly  and  frankly.  There  is  no  object  so  fax 
as  I can  see,  in  hiding  the  true  figures : it  can  easily 
pay  to  the  shareholder  whatever  it  wants  to  give  him. 

1795.  In  this  case,  it  can  only  pay  to  the  ordinary 
shareholder  by  the  saving  that  is  made  out  of  the 
reduction  in  the  Income  Tax  which  is  paid  on  the 
dividends  on  that  particular  class  of  share?— Well  I 
say  that  the  ordinary  shareholder  is  entitled  to  pay 
only  his  own  Income  Tax,  and  no  one  else’s. 

1796.  Sir  J.  Earmood-Banner : Is  not  this  only  a 
question  between  the  preference  shareholder  and  the 
ordinary  shareholder? — It  is  the  question  of  one  class 
of  people  passing  their  burden  of  Income  Tax  on  to 
another  class,  and  that  should  be  forbidden.  We 
want  to  make  the  Income  Tax  a'  personal  tax. 

1797.  Is  not  that  rather  a matter  for  those  who 
have  to  raise  the  money?— When  they  find  that  they 
have  to  raise  the  money,  in  order  to  induce  people 
to  invest,  they  have  to  offer  them  a security  which 
they  will  accept,  and  at  present  follow  the  lines  of 
the  Government  in  dealing  with  the  4 per  cent.  Free 
of  Income  Tax  Loan.  The  financial  world  is  now 
getting  money,  which  they  otherwise  would  not  get, 
by  offering  to  the  shareholders  shares  “ free  of  Income 
Tax.” — Yet  I cannot  see  myself  why  the  real  amount 
paid  cannot  be  stated.  If  a man  is  to  receive  5 per 
cent.,  6 per  cent,  or  7 per  cent.,  why  must  he  receive 
6 per  cent,  by  saying  it  is  4$  pea-  cent.  “ free  of 
ta'x  ”? 

1798.  Is  not  it  only  the  same  question  of  which  is 
the  best  method  of  raising  money,  and  the  financial 
world  at  present  considers  the  way  to  raise  money  is 
by  issuing  bonds  “ free  of  Income  Tax  ”?_ Well,  I 
can  only  say  that  in  the  “ Financial  Times  ” about 
a fortnight  a'go,  there  was  an  article  saying  that 
certain  people  who  took  “ free  of  Income  Tax  ” 
securities  were  simply  fools;  that  is  what  the  article 
amounted  to;  so  I do  not  quite  know  that  financial 
minds  are  agreed  upon  it. 

1799.  Of  course  that  is  merely  a matter  of  opinion. 

— That  is  a'  matter  of  opinion. 

1800.  I put  the  question  to  some  of  the  officials 
the  other  day,  if  they  found  any  difficulty  in  dealing 
with  these  “ free  of  Income  Tax  ’’  securities,  so  as 
to  make  those  who  receive  their  dividends  “ free  of 
Income  Tax  ” pay  properly  the  amount  which  is  due 
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to  the  State. — 1 can  only  speak  from  personal  experi- 
ence. if  a man  receives  a “ free  or  income  Tax  ” 
dividend,  which  neither  states  the  period  for  which 
it  was  earned,  nor  the  amount  of  income  Tax  applic- 
able to  that  dividend,  how  can  he  possibly  turn  it  into 
gross  income? 

1801.  I would  rather  take  the  opinion  of  Somerset 
House,  who  know  generally  how  to  collect  these 
moneys,  than  the  individual  opinion,  and  we  got  the 
opinion  the  other  day  that  they  saw  no  difficulty  in 
collecting  this  “ free  oi  income  rax  " money  irorn 
the  taxpayers. — The  bomerset  House  authorities,  i 
take  it,  do  not  have  to  go  direct  to  the  taxpayer  and 
prepare  Ins  income  Tax  return  from  ail  sources,  or  ins 
Super-tax  return.  A lot  of  returns  are  taken  for 
granted,  but  I can  assure  you  that  if  they  had  to 
interview  tne  men  who  Have  to  make  these  returns,  and 
go  through  their  dividend  statements  with  them,  and 
convince  them  that  their  £7  must  be  turned  into  £IU, 
tnen  perhaps  tne  authorities  at  Somerset  House  would 
have  a different  tale  to  tell. 

1802.  Is  not  it  the  fact  that  as  regards  the  point 
you  put  in  paragraph  0,  “ the  practice  of  paying 
income  Tax  ror  others  by  way  oi  remuneration  for 
services  rendered  should  be  forbidden,”  that  that 
really  has  arisen  because  for  instance  the  salaries 
paid  to  men  say  of  £1,000  a year  are  so  depleted  by 
the  Income  Tax  that  they  are  unable  to  live  in  the 
condition  in  which  they  should  live  as  managers  of 
great  commercial  institutions  on  the  amount  that  is 
left  for  them  to  spend? — AVhy  those  favoured  indi- 
viduals any  more  than  myself  or  any  other  man? 

1803.  Why  are  they  favoured  individuals? — Because 
iucome  is  depleted  by  expenses  as  well  as  by  Income 
Tax.  If  an  employee  wants  an  increase  of  salary 
why  should  he  not  ask  for  it  openly,  and  say:  “ The 
money  I earn  is  not  sufficient  to  keep  me,  and  I 
want  an  increase.”  Those  who  pay  the  Income  Tax 
of  their  employees  are  practically  without  exception 
limited  companies. 

1804.  Oh,  no. — I know  of  very  few  others. 

1805.  There  are  many  big  employers  not  limited 
companies,  railway  companies,  and  many  other  big 
employers,  who  pay  “ free  of  Income  Tax  ” simply 
because  the  salaries  which  their  people  receive  are 
salaries  on  which  they  have  to  live,  and  with  this 
high  rate  of  Income  Tax  it  is  impossible  for  them 
without  raising  the  salaries,  and  it  is  not  considered 
advisable  to  raise  the  salaries,  so  they  pay  the  Income 
Tax. — Why  not  give  them  proper  increases?  But 
railway  companies  deduct  the  tax  paid  for  the 
clerical  staff. 

1806.  For  one  reason  because  they  would  have  to 
give  the  increase  in  future  years,  and  it  is  not  easy 
to  put  it  down;  whereas  when  you  pay  the  Income 
'l  ax  it  automatically  serves  a man’s  turn  by  giving 
him  an  amount  on  which  he  is  capable  of  living. — But 
why  his  Income  Tax  any  more  than  his  water  rate — I 
do  not  follow.  If  taxation  is  to  be  taxation,  and  a 
man  is  to  bear  his  own  taxation,  why  pick  out  the 
Income  Tax?  Why  relieve  him  of  that  particular 
Tax? 

1807.  You  are  strongly  against  the  system  of  pay- 
ing “ free  of  Income  Tax,”  and  you  consider  that 
the  financiers  and  managers  of  great  institutions  who 
consider  it  a proper  way  of  dealing  with  their  officials, 
and  raising  money  for  their  business  purposes,  are 
doing  wrong  in  paying  “free  of  Income  Tax”? — I 
consider  they  are  doing  wrong  for  this  reason: 
because  if  these  increases  in  salaries  are  real  increases 
lor  sendees  rendered,  why  are  they  almost  always 
charged  against  the  Income  Tax  account  in  the 
accounts,  and  not  against  the  salaries  accounts.  Why 
are  the  payments  thus  concealed?  I ask  that 
question. 

1808.  Chairman:  That  is  your  opinion? — Yes. 

1809.  Sir  J.  Harmood-Banner : In  paragraph  4 of 
your  proof  you  speak  of  non-residents.  Might  I just 
ask  you  to  amplify  what  you  mean  there.  The 
present  system  of  assessing  the  foreign  employees  of 
British  companies  trading  abroad  is  a source  ol 
constant  irritation  you  say  ; what  do  you  particularly 
mean  by  that? — I mean  a man  in  a position  in 
British  companies  trading  abroad.  A man  may  be 
a manager  of  a concern  in  Paris ; his  money  is  earned 


in  Paris,  and  he  may  be  a Frenchman,  but  because 
he  is  also  made  a director  of  that  company  he  is 
then  charged  by  the  British  Government  with  Income 
Tax  upon  the  whole  of  the  emoluments  which  he 
earns  in  Paris. 

1810.  Chairman:  What  is  your  opinion  on  the  dual 
payment  ? — He  should  be  exempt  from  British  Income 
Tax. 

1811.  Sir  J.  ILarmood-Banner : On  the  abatements 
and  allowances  have  you  made  a calculation  of  what 
the  extra  amount  of  exemption  which  you  put  down 
here  would  cost  the  State? — I have  made  no  calcula- 
tions whatever. 

1812.  It  would  be  a very  large  amount? — The  cost 
of  the  increase  in  the  extra  allowances  would  be  very 
large. 

1813.  Mr.  Kerly : I will  take  in  order,  please, 
your  three  real  grievances.  You  object  to  Income 
Tax  being  levied  on  what  you  call  imaginary  profits, 
a statutory  income? — Yes. 

1814.  I gather  that  generally  you  want  to  check 
the  statutory  income  by  the  actual  income  of  the  year 
before? — That  is  my  idea. 

1815.  You  told  Mr.  McLintock  that  the  principal 
differences  between  the  statutory  income  in  trade 
and  the  real  income  are  to  be  found  in  regard  to  the 
wasting  assets  and  depreciation? — Yes. 

1816.  But  you  desire  to  leave  to  other  witnesses 
suggestions  as  to  dealing  with  those? — Yes. 

1817.  Is  not  there  also  a question  about  the  valu- 
ation of  stock?  As  an  accountant,  I suppose  you 
have  nothing  to  do  with  valuations? — No,  but  there 
are,  of  course,  decided  opinions  as  to  how  stock  should 
be  valued.  It  should  be  valued  according  to  our 
idea  at  cost  price,  or  at  the  customary  market 
valuation  if  the  market  valuation  is  lower  than  the 
cost  price,  but  you  should  not  value  it  at  the  market 
price  of  the  day,  if  more  than  cost,  because  you 
would  then  be  taking  credit  for  profits  not  actually 
realized. 

1818.  If  the  market  price  has  risen  and  the  stock 
is  immediately  saleable  at  the  enhanced  price,  is  there 
any  logic  in  not  taking  it  at  that  price? — Simply  that 
you  would  be  taking  credit  for  a profit  you  have  not 
realized.  The  profit  is  not  realized  until  you  have 
sold  the  article. 

1819.  That  was  one  of  the  difficulties  that  Mr. 
Pretyman  just  put  to  you  about  farm  accounts? — 
Yes,  but  I do  not  know  that  the  farm  valuations  are 
the  market  valuations.  I told  him  I know  nothing  of 
farm  valuations.  It  may  be,  so  far  as  I know,  that 
those  valuations  were  on  a proper  profit  and  loss 
basis — I do  not  know  if  they  are. 

1820.  Mr.  Synnott : No,  the  Inland  Revenue  in- 
sist on  the  actual  valuation. — I see. 

1821.  Mr.  Kerly:  I am  obliged  to  Mr.  Synnott. 
Let  us  stick  to  business  accounts  for  the  moment. 
You  do  not  desire  to  give  any  evidence  about  the 
valuation  of  stocks;  you  do  not  know  that  any  diffi- 
culty has  arisen  about  them? — I have  not  heard  of 
any. 

1822.  Now  let  me  go  to  the  farm  accounts.  Are  you 
familiar  with  the  form  which  is  issued  by  the  Inland 
Revenue  for  farm  accounts? — Yes. 

1S23.  That  i6  a profit  and  loss  account? — I have 
not  filled  any  in,  but  I am  familiar  with  them  to  the 
extent  that  I have  looked  over  them  for  clients,  and 
left  them  to  fill  them  up  themselves. 

1824.  I have  been  supplied  with  a copy.  If  you 
do  not  know  it  I will  hand  it  down  to  you. — Thank 
you. 

1825.  I think  you  will  find  it  is  a profit  and  loss 
account.  Will  you  just  look  at  it;  I want  to  ask  you 
about  it.  ( Document  handed  to  witness.)? — It  is  a 
profit  aed  loss  account  in  a certain  form.  The 
ordinary  profit  and  loss  account,  of  course,  does  not 
include  debts  at  the  beginning  and  end  of  the  year, 
which  this  does. 

1826.  The  profit  and  loss  account  does  not? — An 
ordinary  profit  and  loss  account  is  not  charged  with 
the  book  debts  at  the  beginning  of  the  year,  and 
credited  with  the  book  debts  at  the  end  of  the  year 
unless  these  mean  tradesmen’s  accounts — no,  I do 
not  quite  know  what  it  is  ( reading  from  form) : 
“ Farm  debts  owing  to  me.” 
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1827.  I assume  they  are  debts  in  the  business? — It 
varies  from  the  ordinary  commercial  profit  and  loss 
account,  but  it  is  a profit  and  loss  account  in  a 
sense. 

1828.  Now  look  at  the  debit  side  of  it;  that  begins 
with  a valuation,  does  not  it? — Yes. 

1829.  That  will  be  the  valuation  at  the  beginning 
of  the  year? — Yes. 

1830.  Of  stock,  produce,  and  cultivation? — Yes. 

1831.  And1  at  the  bottom  of  the  other  side  you  have 
a corresponding  valuation  for  the  end  of  the  year? — 
Yes. 

1832.  You  notice  there  is  no  charge  there  for  pi'o- 
duce  consumed  on  the  farm.  It  will  be  represented  by 
the  sales  of  stock,  or  difference  in  the  value  of  stock, 
or  produce? — Yes. 

1833.  Which  was  I think  the  difficulty  that  Mr. 
Pretyman  put  to  you? — It  is  either  sales  or  increased 
value  of  the  live  stock. 

1834.  Have  you  any  criticism  of  that  nature? — No, 

I have  no  criticism  to  make,  because  I know  farming 
accounts  are  very  difficult  to  prepare.  I notice  this 
account  is  not  headed  “ Profit  and1  Loss  account,” 
treating  it  apparently  as  a special  account  for  farmers 
based  on  receipts  and  payments. 

1835.  It  is  a profit  and  loss  account  for  farmers? — 
Yes. 

1836.  You  have  no  suggestion  to  make  with  regard 
to  that,  and,  therefore,  1 will  pass  on.  You  deal  in 
your  proof  with  taxation  of  savings  at  the  unearned 
income  rate,  and  you  suggest  that  that  is  a hardship. 
Am  I right? — No.  I say  that  to  smaller  incomes  some 
relief  should  be  given  in  respect  of  unearned1  income, 
where  a person  has  no  earned  income,  and  cannot 
augment  his  income  to  meet  the  increased  cost  of 
living. 

1837.  The  savings  in  a particular  year  are  treated 
as  earned  income,  are  they  not,  in  the  year  in  which 
they  are  earned? — I do  not  quite  follow. 

1838.  Supposing  a man  earns  £1,500,  of  which  he 
saves  £500 ; upon  the  £500  he  pays  at  the  earned  rate, 
does  he  not? — He  pays  at  the  earned  rate  on  the 
£1,500  that  he  earns. 

1839.  In  the  following  year  he  pays  on  the  income 
derived  from  the  investment  of  the  £500  he  saved  in 
that  year? — Yes. 

1840.  At  the  unearned  rate? — Yes. 

1841.  I thought  you  objected  to  that  as  a grievance? 
— No,  I make  no  distinction.  I do  not  say  anything 
about  savings  there  at  all.  I simply  say  that  for  the 
lower  incomes  the  distinction  between  earned  and  un- 
earned income  requires  further  consideration,  because 
if  a person  has  no  earned  income  he  has  no  means  of 
adding  to  his  income  to  compensate  for  the  increased 
cost  of  living. 

1842.  I beg  your  pardon.  I probably  was  mixing 
your  evidence  up  with  that  of  somebody  else.  With 
regard  to  the  one-sixth  for  repairs  I understand  you 
have  no  special  knowledge  of  that? — I have  no  special 
knowledge. 

1843.  I am  interested  in  your  suggestions  for 
machinery.  You  propose  first  of  all  that  the  Assessor 
should  be  done  away  with,  and  that  the  Surveyor 
should  make  the  assessment?— Yes,  that  is  so. 

1844.  Do  you  see  any  good  in  the  existing  body  of 

Assessors  as  they  are  at  present  provided  for? No-. 

So  far  as  I am  concerned  my  experience  has  always 
been  that  they  create  a certain  amount  of  friction. 

1845.  It  is  suggested  that  they  bring  local  know- 
ledge to  help  the  Surveyor.  Do  you  think  that  there 
is  anything  in  that? — No,  I cannot  see  that  there  is. 
The  Surveyor  himself  is  in  the  locality. 

1846.  If  the  Surveyor  had  the  opportunity  of 
summoning  Assessors  locally  that  might  provide  him 
with  the  advantage  of  local  knowledge? — Yes. 

1847.  So  much  for  making  the  assessment.  Then 
you  suggest  that  there  should  be  a court?— Yes. 

1848.  To  which  appeals  should  come? — Yes. 

1849.  That  is  instead  of  the  General  Commissioners? 

— Yes. 

1850.  And  you  propose  that  that  court  should  be 
made  up  of  persons  to  be  nominated  by  say  a Trade 
Society,  a local  Chamber  of  Commerce,  and  the 
Revenue  authorities? — Yes. 


1851.  Do  you  think  that  would  be  a satisfactory 
method  of  selection  say  for  the  City  of  London? — I 
was  thinking  in  that  connection  more  of  what  is  done 
in  connection  with  disputes  on  excess  profits,  a Board 
of  Referees  to  which  those  disputes  can  be  referred; 
that  has  worked  very  well. 

1852.  That  is  a central  body? — Yes,  that  is  true. 

1853.  Would  not  it  be  better  to  make  the  Special 
Commissioners  the  apellate  court  with  any  necessary 
development  to  allow  them  to  sit  often  and  locally? — 
1 think  there  is  a good  deal  in  that  suggestion.  The 
only  thing  is  that  the  taxpayer  seems  to  think  that, 
the  Special  Commissioners  being  Revenue  officials,  he 
is  not  getting  fair  treatment,  although  in  my  own 
opinion  he  is  getting  the  best  of  treatment. 

1854.  Any  court  which  was  set  up  to  try  Revenue 
appeals  only  would  be  Revenue  officials  in  the  same 
sense  that  the  Special  Commissioners  are?— But  there 
would  be  some  outside. 

1855.  You  mean  that  there  would  be  a lay  element 
on  them? — Yes. 

1856.  Then  you  object  I gather  to  going  to  the 
High  Court  for  any  purpose? — For  any  purpose  in 
connection  with  the  interpretation  of  accounting, 

1857.  You  would  not  object  to  going  to  the  High 
Court  to  interpret  the  law? — No. 

1858.  Then  you  preserve  an  appeal  on  questions  of 
law  only  as  at  present? — Yes,  decidedly. 

1859.  Sir  T.  Whittaker : 1 wish  to  ask  you  on  one 
point  with  regard  to  the  payment  of  Income  Tax  on 
salary.  I want  to  know  what  is  your  objection  to 
that  from  the  point  of  view  of  the  Revenue  and  the 
Legislature,  suggesting  to  you  that  we  have  nothing 
to  do  here  with  the  several  considerations  which  you 
have  suggested.  Is  there  any  substantial  objection 
to  it  from  the  Revenue  and  legislative  point  of  view? 
— I thought  the  Commission  was  to  inquire  into  In- 
come Tax  in  all  its  phases.  I had  no  idea  it  was 
only  confined  to  the  question  of  revenue  alone. 

1860.  I mean  revenue  and  legislation ; is  it  a matter 
in  which  legislation  should  interfere? — If  you  are 
going  outside  the  question  of  mere  duty.  If  you  are 
confining  yourself  merely  to  the  question  of  loss  of 
revenue  in  my  opinion  the  payment  of  Income  Tax 
for  others  does  not  result  in  any  appreciable  loss  of 
revenue. 

1861.  Then  you  see  no  reason  on  those  grounds  why 
Parliament  should  interfere  with  an  arrangement 
which  those  concerned  consider  convenient? — I see 
no  reason  why  Parliament  should  interfere  with  that 
arrangement  if  revenue  is  the  only  question  they  are 
going  to  consider.  I have  given  the  reasons  why  I 
think  Parliament  should  interfere  in  the  national 
interests. 

1862.  Mrs.  Knowles : In  paragraph  7 of  your  proof 
you  say  the  aggregation  of  incomes  of  husband  and 
wife  is  not  unduly  oppressive.  Why  do  you  consider 
it  is  not  unduly  oppressive? — I simply  mean  that  you 
have  to  regard  husband  and  wife  for  Income  Tax 
purposes  either  as  two  persons  or  one  person.  If  they 
are  to  be  regarded  as  two  persons  they  would  be 
assessed  separately  as  two  individuals,  and  get  all  tho 
allowances  to  which  two  individuals  are  entitled. 
Therefore  if  the  woman  has  money,  and  the  man  has 
money — we  will  take  an  illustration  of  a couple  with 
£1,000  a year  between  them,  the  woman  with  £500 
and  the  man  with  £500,  they  would  be  assessed  as  two 
incomes  of  £500  each ; but  if  two  people  get  married, 
and  the  man  had  £1,000,  and  the  woman  had  nothing, 
or  the  woman  had  £1,000,  and  the  man  had  nothing, 
they  would  be  assessed  as  one  person;  therefore  the 
woman  with  the  £1,000  a year  who  had  married  a 
man  with  nothing  would  pay  a larger  amount  in 
Income  Tax  than  her  sister  who  had  married  a man 
with  £500  a year ; that  surely  is  not  fair.  You  cannot 
have  it  both  ways.  You  must  either  regard  married 
people  as  two  individuals,  or  as  one  individual.  There- 
fore, the  system  of  separating  the  incomes  of  husband 
and  wife  simply  means  that  the  richer  the  married 
people  as  individuals  are  the  greater  the  benefit  they 
would  obtain,  and  the  poorer  they  are  the  greater 
loss  they  suffer. 

1863.  Chairman : There  is  nothing  else  that  we 
desire  to  ask,  thank  you.  We  have  had  a very 
profitable  two  hours. 
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FOURTH  DAY, 

Thursday,  22nd  May,  1919. 


Present  : 

LORD  COLWYN  (in  the  Chair). 


Mr.  BOWERMAN. 

Mr.  PRETYMAN. 

Sir  E.  E.  NOTT-BOWER. 

Sir  J.  S.  IIARMOOD-BANNER. 
Sir  W.  TROWER. 

Mr.  HOLLAND-MARTIN. 

Mr.  ARMITAGE-SMITH. 

Mr.  BIRLEY. 

Mr.  WALKER  CLARK. 


Mr.  KERLY. 

Mrs.  KNOWLES. 

Mr.  MACKINDER. 

Mr.  McLINTOCK. 

Mr.  MANYILLE. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 

Professor  PIGOU. 

Mr.  SYNNOTT. 


Sir  Charles  Campbell  McLeod,  Chairman  of  the  Imperial  Commercial  Association,  and  of  the  East  India  Section 
London  Chamber  of  Commerce,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

1864.  (1)  I beg  to  state  my  evidence  is  submitted  as 
to  Double  Income  Tax  in  connection  with  India. 

1865.  (2)  The  injustice  of  the  Double  Income  Tax 
has  been  admitted  at  the  Imperial  Conference  of  1918 
and  on  several  occasions  by  the  Chancellor  of  the 
Exohequer. 

1866.  (3)  The  Finance  Act  of  1914  provided  that 
the  Double  Income  Tax  was  leviable  on  all  incomes 
derived  from  abroad  by  persons  resident  in  this 
country  whether  the  money  was  actually  remitted 
to  this  country  or  not. 

1867.  (4)  It  is  essential  that  the  admitted  injustice 
of  Double  Income  Tax  should  be  dealt  with  now 
without  awaiting  the  outcome  of  the  inquiry  on  the 
whole  question  of  Income  Tax. 

1868.  (5)  The  retention  of  the  Double  Income  Tax 
has  forced  certain  businesses  in  this  country  to  trans- 
fer their  offices  to  India  so  as  to  avoid  the  burden 
of  the  double  tax,  and  if  redress  is  not  obtained  at 
an  early  date  many  others  are  likely  to  follow  suit. 
The  result  of  this  was  pointed  out  by  the  present 
Chancellor  of  the  Exchequer  at  the  1917  Imperial 
Conference,  when  he  stated  that  the  British  Ex- 
chequer would  “ lose  not  merely  the  Revenue  which 
he  now  collects  on  income  earned  abroad  but  he  loses 
the  whole  Revenue.”  This  has  other  aspects  in  des- 
troying channels  of  trade  with  India. 

1869.  (6)  There  are  no  doubt  occasions  where  the 
Secretary  of  State  for  India  feels  called  upon  to 
exercise  special  care  and  vigilance,  lest  the  financial 
proposals  of  the  Imperial  Government  should  directly 
or  indirectly  imperil  or  cripple  the  finances  and  re- 
sources of  India,  or  lest  the  British  Exchequer  should 
enrich  itself  at  her  expense,  or  to  the  detriment  of 
Indian  interests. 

1870.  (7)  In  now  invoking  the  principle  and  placing 
it  in  the  forefront  of  my  representations,  I recognize 
that  it  is  incumbent  on  me  to  make  good  my  asser- 
tion that  it  reacts  adversely  upon  the  Indian  Ex- 
chequer and  retards  the  development  of  India’s 
natural  wealth  and  staple  industries. 

1871.  (8)  I do  not  need  to  remind  you  (1)  that 
Indian  railway  development  has  been  crippled  for 


lack  of  available  funds  in  the  hands  of  the  Indian 
Government;  (2)  that  to  supply  this  and  other  re- 
curring pressing  wants  for  the  general  administration 
and  development  of  the  country,  and  also  abnormal 
expenditure,  India  requires  every  penny  of  capital 
and  revenue  she  can  acquire;  (3)  that  the  hoarding 
instinct  of  the  Indian  people  remains  firmly  rooted 
and  that  for  the  most  part  they  are  still  shy  in  em- 
barking capital  on  or  investing  in  any  trading  or 
industrial  enterprise,  especially  in  view  of  the  rude 
shock  recently  caused  by  the  wholesale  failures  of 
“ Suadeshi  ” Banks  and  other  concerns  launched  with 
and  supported  by  capital  wholly  provided  by  Indians 
themselves;  (4)  that  throughout  India,  her  coal  and 
mineral  wealth,  her  tea,  jute  and  other  industries, 
including  cotton  to  a large  extent,  and  her  trade 
and  commerce  generally  are  not  only  largely  started, 
developed,  and  managed,  but  alsto  largely  financed, 
by  capital  belonging  to  British  subjects  of  British 
nationality,  who  from  time  to  time  are  enabled  to 
sustain  the  rate  of  progress  in  these  directions  by 
the  aid  of  fresh  capital,  automatically  created  by  their 
savings)  from  profits  and  dividends,  yielded  by  their 
industrial  enterprises  and  from  accretions  thereto ; and 
(5)  that  this  source  of  capital  is  largely  augmented 
by  the  practice,  hitherto  adopted  by  the  East  India 
merchants  of  British  nationality  on  the  occasion  of 
retirement  or  on  establishing  a residence  in  the  United 
Kingdom,  of  leaving  a large  amount  of  liquid  capital 
with  their  firms  or  in  Indian  Banks  which  is  avail- 
able and  in  fact  employed  in  financing  their  businesses 
in  Indian  trade  and  commerce  and  also  in  financing 
industrial  and  other  companies  under  their  firm  s 
management. 

1872.  (9)  I bring  all  tills  to  mind  as  demonstrating 
the  all-important  factor  that  the  surplus  profits  and 
dividends  just  referred  to,  that  is,  profits  and  divi- 
dends not  remitted  to  or  spent  in  Great  Britain  or 
elsewhere  out  of  India,  and  accretions  thereto,  are 
indigenous  to  India  and  constitute  a large  part  of  the 
working  capital  that  India  has  to  rely  on  for  the 
development  of  her  mining,  commercial  and  industrial 
resources.  It  is  true  that  British  Banks,  some  of  them 
with  head  offices  in  London,  provide  finance  in  the 
first  instance,  but  speaking  generally  these  Banks 
advance  funds  either  on  the  express  guarantee  or  in 
reliance  on  the  credit  and  financial  reputation  of  the 
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merchants  by  whom  the  concerns  under  advances  are 
managed,  so  that  it  is  these  merchants  who  bear  not 
only  the  brunt  of  all  risks  inseparable  from  commer- 
cial or  industrial  enterprises  but  also,  consequently, 
of  the  Income  Tax  levied  on  industrial  profits  under 
the  Indian  Income  Tax  laws.  In  the  same  connection 
I would  state  that  the  “ outside  ” investor  non-resi- 
dent in  India,  or  unconnected  with  trade  or  commerce 
in  India,  contributes  but  a negligible  fraction  to- 
wards the  enormous  capital  already  embarked  in 
Indian  commercial  or  industrial  concerns,  which 
rarely  attract  him  on  account  of  a vague  feeling  of 
insecurity  and  the  difficulty  generally  experienced  in 
realizing.  Moreover  now-a-days  the  return  on  such 
investments  is  so  moderate  that  any  additional  im- 
post would  scare  a capitalist  otherwise  disposed  to 
put  surplus  capital  into  Indian  ventures. 

1873.  (10)  Having  thus  touched  on  certain  economic 
conditions  relevant  to  present  purposes,  I proceed  to 
summarize  the  various  ways  in  which  the  Double 
Income  Tax  adversely  affects  India,  viz:  — 

(a)  Even  under  existing  favourable  conditions 

capital  does  not  flow  freely  into  India — it 
has  to  be  coaxed  and  enticed.  It  is  there- 
fore manifest  that  the  additional  impost 
on  inoome  arising  from  “ securities,  stocks, 
shares  and  rents”  in  India,  even  though 
not  a penny  of  that  income  be  ever  received 
in  Great  Britain,  must  necessarily  check 
the  normal  flow  of  that  fresh  capital  into 
India  which  she  so  sorely  needs. 

(b)  There  would  be  a natural  tendency  on  the 

part  of  all  holders  of  Indian  investments, 
save  only  those  who  are  not  British  sub- 
jects, and  those  who  being  British  subjects 
are  ordinarily  resident  in  British  India, 
to  realize  their  Indian  investments. 

(c)  East  Indian  merchants,  on  retirement  or  on 

adopting  an  ordinary  residence  in  Great 
Britain,  will  no  longer  leave  in  India  their 
capital  and  savings  earned  in  India,  and 
the  natural  sequel  would  follow  that  exist- 
ing Indian  industries  would  be  starved  and 
new  developments  retarded.  The  hardship 
to  retired  Indian  officials  who  have  in- 
vested their  slender  savings  in  Indian 
securities,  relying  on  reasonable  treatment 
in  the  matter  of  taxation,  is  also  one  that 
must  be  considered. 

(d)  These  consequences  necessarily  entail  a re- 

duced yield  to  the  Indian  Government 
under  its  own  Inoome  Tax  laws,  and  that 
at  a time  when  she  cannot  afford  to  lose 
or  forgo  a penny  of  revenue,  with  the 
result  that  the  Indian  Government  has 
lately  been  compelled  to  impose  increased 
taxation  in  other  directions  to  make  good 
the  loss  sustained  as  the  outcome  of  a 
short-sighted  policy  on  the  part  of  the 
British  Exchequer. 

(r)  The  sources  of  income  now  being  tapped  by 
the  British  Exchequer  for  its  own  benefit 
should  be  regarded  as  preserves  and 
reserves  sacred  to  the  Indian  Exchequer, 
and  be  left  intact  so  as  to  be  an  available 
means  of  instantly  raising  increased 
revenue  in  abnormal  times  of  internal 
stress  and  trouble  such  as  war,  turbulence, 
famine,  or  pestilence;  for  otherwise  those 
sources  of  inoome — burdened  with  the  In- 
come Tax  imposed  by  the  Imperial  Govern- 
ment— cannot  reasonably  stand  the  strain 
of  enchanced  impost  by  the  Indian  Govern- 
ment in  cases  of  emergency. 

(/)  The  very  important  question  of  Government 
loans  in  India  has  in  my  opinion  also  been 
seriously  affected,  as  the  removal  of  so 
much  of  the  capital  invested  by  Europeans 
in  Rupee  loans  from  India,  as  a natural 
consequence  of  the  imposition  of  the  double 
tax  is  a serious  menace  to  the  placing  of 
Rupee  loans  by  the  Government.  This 
factor  alone  would,  I submit,  be  sufficient 
argument  against  the  continuance  of  the 
Doqble  Income  Ta*, 


1874.  (11)  I venture  to  state  that  these  considera- 
tions appear  to  have  been  overlooked,  and  justify 
our  action  in  formulating  and  pressing  them. 

1875.  (12)  I further  desire  to  offer  certain  obser 
vations  of  a more  general  nature,  on  its  anomalies 
and  unjust  incidences  of  taxation,  namely: — I can- 
not help  thinking  that  the  author  of  this  measure 
must  have  had  in  view  an  objective  wholly  diverse 
from  that  which  actually  has  been  attained.  If  he 
had  in  mind  the  case  of  a man  who  had  lived  all  his 
life  in  Britain,  enjoying  an  inoome  exceeding  his  ex- 
penditure and  seeking  to  escape  British  tax  on  his 
surplus  inoome  by  investing  it  in  India  or  elsewhere 
abroad,  then  this  measure  by  bringing  such  income 
within  the  net  would  no  doubt  justly  deprive  such 
investor  of  an  unfair  immunity  from  taxation.  But 
as  already  observed  this  case  is  not  only  very  rare 
and  not  worth  legislating  for,  but  it  is  also  very 
different  from  that  of  the  man  who  has  worked  in 
India,  made  his  money  there,  and  leaves  his  money 
there  for  the  purposes  of  his  business  and  to  the 
advantage  of  the  country. 

1876.  (13)  My  attention  has  been  called  to  the  Precis 
of  the  Printed  Proceedings  of  the  Imperial  Conference 
of  H9 H in  which  at  pages  68  and  G9  the  Government 
of  New  Zealand  moved  a resolution  in  these  terms : — 
“ That  it  is  inequitable  that  persons  resident  in  the 
United  Kingdom  who,  under  the  laws  of  a self- 
governing  dependency,  pay  an  inoome  or  other  tax 
to  the  Government  of  such  dependency,  in  respect  of 
income  or  profits  derived  from  the  dependency,  should 
have  to  pay  a further  tax  in  respect  of  the  same 
income  or  profits  to  the  United  Kingdom,  and  there- 
fore it  is  most  desirable  that  imperial  legislation 
should  be  introduced  to  remove  the  disability,”  and 
the  Government  of  the  Union  of  South  Africa  moved 
a cognate  resolution  in  these  terms:— “That  it  is 
desirable  that  an  understanding  be  arrived  at  between 
the  Imperial  and  Colonial  Governments  whereby  the 
Imperial  Exchequer,  in  claiming  payment  for  Income 
Tax  or  Death  Duties,  should  allow  a deduction  for 
payments  fairly  claimed  for  these  purposes  in  the 
Colonies.” 

In  dealing  with  the  New  Zealand  Resolution  the  then 
incumbent  of  the  Chancellorship  of  the  Exchequer 
observed,  “ If  companies  wanted  the  advantage  of 
the  British  market  it  was  only  fair  that  the  British 
Exchequer  should  claim  taxation  in  respect  of  that 
advantage,”  and  afterwards  he  stated  that  he  would 
consider  the  suggestions  as  to  paying  the  difference 
only  between  the  Colonial  tax  and  the  home  tax  in 
connection  with  Income  Tax  as  well  as  Death  Duties. 
Our  comment  on  the  Chancellor’s  remark  anent 
wanting  “ the  advantage  of  the  British  market  ” is 
that,  so  far  as  India  is  concerned,  however  much  she 
wants  it,  6he  does  not  get  it  to  any  appreciable  extent, 
and  that  therefore  the  Chancellor’s  argument  would 
seem  to  be  pointless  as  regards  India. 

1877.  (14)  The  tenor  of  these  resolutions  applies 
with  redoubled  force  to  India  if  only  because  the 
Colonial  Governments  can  retaliate  on  the  “ Mother  ” 
Country,  whereas  India  is  in  leading  strings  to  the 
Imperial  Government  in  all  matters  of  finance,  seeing 
that  her  annual  Budget  must  be  submitted  to  and 
passed  by  Parliament — hence  whilst  the  relationship 
betwixt  the  Imperial  Government  and  the  Colonies 
is  more  fraternal  than  maternal,  that  which  binds 
India  to  Great  Britain  is  distinctly  maternal — a rela- 
tionship which  casts  upon  the  Imperial  Government 
the  duty  of  “ mothering  ” the  material  welfare  of 
India  as  being  under  tutelage  and  subjected  to 
parental-like  control. 

1878.  (15)  India  and  the  Colonies  alike  have  from 
time  to  time  pi'otested  against  the  imposition  of 
Double  Income  Tax  on  the  constitutional  ground  that 
the  same  source  of  income  cannot  justly  or  lawfully 
be  taxed  twice  in  the  Sovereign’s  name — thus  in 
partial  recognition  of  this  principle  the  Imperial 
Government  conceded  as  regards  Death  Duties,  that 
Death  Duty  payable  to  the  Government  of  India  in 
respect  of  Indian  assets  should  be  deducted  or  allowed 
in  assessing  the  Death  Duties  payable  on  the  enti.ro 
estate  of  a deceased  person  leaving  assets  located  in 
India,  and  two  vears  ago  it  was  conceded  tba(>  tfte 
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Income  Tax  paid  in  India  could  be  deducted  from 
the  rate  payable  in  England.  But  that  modicum,  of 
relief  does  not  avert  the  untoward  consequences  of 
this  measure,  for  the  simple  reason  that  the  balance 
of  the  impost  still  constitutes  an  intolerable  burden 
on  the  sources  of  income  in  question,  which  from 
their  very  origin  ought  not  to  be  subjected  to  any 
tax  other  than  that  necessitated  by  the  financial  needs 
of  India  herself. 

1879.  (16)  I may  also  usefully  refer  to  certain 
glaring  anomalies  which  are  inseparable  from  the 
whole  policy  of  the  measure,  namely  : — 

(a)  Under  the  law  existing  before  the  Finance 

Bill  of  1914,  the  one  basic  test  of  liability  to 
any  Income  Tax  was  ordinary  residence  for 
a period  of  not  less  than  six  months  con- 
tinuously in  any  part  of  the  United  King- 
dom— but  henceforth  residence  (the  onus 
of  proving  which  lies  on  the  Crown),  will 
still  be  the  test  as  regards  all  sources  of 
income  other  than  income  arising  from 
“ securities,  stocks,  shares  and  rents  ” 
abroad,  whilst  the  test  as  regards  only  those 
particular  sources  of  income  will  not 
depend  upon  residence  at  all  but  is  imposed 
on  every  one  who  can  be  caught  unless  he 
can  show  affirmatively  (the  onus  thus  being 
shifted)  either  that  he  is  not  a British 
subject  or  being  a British  subject,  that 
he  is  ordinarily  resident  in  India  or  other 
British  possession. 

(b)  The  expression  “ securities  ” is  so  elastic  that 

conceivably  it  might  be  stretched  to  oover 
interest  on  the  kind  of  capital  above  re- 
ferred to  employed  in  fostering  trade  and 
commerce  of  India. 

1880.  (17)  Further,  I urge  that  in  these  days  when 

British  subjects  are  keenly  competing  with  foreign 
rivals  for  the  world’s  trade  they  must  lose  pride  of 
place,  if  on  the  one  hand  their  enterprise  is  to  be 
shackled  by  repressive  taxation,  whilst  their  rivals  are 
adopting  the  contrary  policy  of  heaping  subsidy  upon 
subsidy  from  their  respective  Governments  on  their 
own  traders.  * : '~F: 

[ This  concludes  th 

1884.  Chairman : Will  you  care  to  take  your  paper 
and  then  indicate  for  the  Commission  the  main  points 
instead  of  reading  it? — Yes. 

1885.  That  will  perhaps  be  shorter  than  if  you  read 
it  through,  and  you  can  take  your  main  points  and 
speak  to  the  Commission  on  them  bearing  in  mind  that 
it  has  already  been  read  by  the  Commissioners?— -I 
should  like,  if  I may  be  allowed,  to  correct  a printer’s 
error  in  paragraph  12  of  my  evidence.  Instead  of 
“ than  this  measure  ” it  should  be  “ then  this 
measure.”  Then  in  paragraph  13  I deal  with  the 
New  Zealand  Resolution,  and  I say  “ the  present 
incumbent  of  the  Chancellorship  ” ; that  ought  to  be 
“ the  then  incumbent  of  the  Chancellorship  ” ; it  was 
not  the  present  incumbent. 

1886.  Thank  you;  now  will  you  please  take  your 
main  points? — If  I take  the  very  first  statement  I 
make  here  it  is  that  I desire  to  submit  this  evidence 
entirely  on  behalf  of  India.  The  evidence  on  behalf 
of  the  Dominions  has  been  submitted  by  Sir  Frederick 
Young,  who  is  much  more  conversant  with  the  ways 
of  taxation  in  ‘them  than  I am,  and  I therefore  con- 
fine myself  entirely  to  India,  which  is  a country  I lived 
in  for  many  years  and  about  which  I know  the  con- 
ditions. Might  I,  in  this  connection,  remind  the  Com- 
mission that  India  is  a Continent  as  big  as  Europe 
minus  Russia,  with  a population  as  big  as  Furope 
minus  Russia,  and  with  a trade  approaching 
£300,000,000.  We,  in  India,  hold  that  those  who 
helped  to  give  the  Empire  India,  and  to  build  that 
trade  up  to  its  present  stage,  and  are  still  going  on 
building  it,  are  entitled  not  only  to  justice  but  to 
consideration,  and  we  do  not  think  that  we  have 
either  justice  or  consideration  under  the  Double  In- 
come Tax.  This  Double  Income  Tax  has  been 
a vexed  question  now  sinoe  1914,  and  India 
has  approached  the  Secretary  of  State  frequently 


1881.  (18)  The  London  and  Provincial  Press  fre- 
quently contain  matter  in  editorial  comment  and 
correspondence  showing  how  widespread  and  profound 
is  the  alarm  and  dismay  created  by  this  measure  on 
the  part  not  only  of  those  whose  resentment  may  pro- 
ceed from  selfish  motives  but  also  from  high  financial 
authorities,  who,  having  nothing  to  gain  or  lose 
personally,  perceive  that  the  welfare  and  prosperity 
of  India  and  the  Colonies  alike  is  menaced  by  con- 
tinuance of  this  double  tax. 

1882.  (19)  In  conclusion  I would  submit  that  Indian 
taxation  should  be  left  to  the  Indian  Government 
and  regulated  in  India  to  provide  for  the  needs  of 
India,  and  that 

(a)  British  Income  Tax  be  only  levied  on  such 

Indian  income  as  has  been  remitted  to  this 
country  during  the  financial  year. 

(b)  That  the  British  Income  taxation  at  source 

on  British  registered  companies  operating 
in  India  and  other  Colonies  which  do  not 
trade  with  or  in  this  country,  and  whose 
assets  and  transactions  are  confined  to 
India  or  the  Colonies,  should  be  abolished 
Unless  this  is  done,  practically  all  such 
companies  will  liquidate  and  transfer 
themselves  elsewhere,  which  means  that 
London  ceases  to  be  the  financial  centre  of 
the  world. 

1883.  (20)  British  investors  in  Indian  securities 
are  practically  limited  to  those  who  are  connected 
with  India,  and  their  friends.  Indians  themselves 
do  not  invest  very  freely  in  commercial  or  industrial 
enterprises  as  yet,  although  in  this  respect  there  has 
been  some  advance  made  in  late  years,  but  it  will 
take  time  to  educate  them,  and  in  the  meantime  the 
mainstay  of  India’s  advancement  must  be  British 
capital,  and  if  advantage  is  to  be  taken  of  the 
developments  in  the  many  kinds  of  raw  material 
produced  in  India  everything  must  be  done  to  en- 
courage and  foster  confidence.  This  cannot  be  done 
with  success  so  long  as  the  Double  Income  Tax  is 
retained. 

: evidence-in-chief .] 

on  the  subject  without  avail.  Mr.  Bonar  Law 
was  also  approached  when  he  was  Chancellor  of 
the  Exchequer,  and,  as  you  know,  it  culminated  in 
his  repeating  on  the  3rd  June,  1918,  that  it  ought  not 
to  continue  an  hour  after  the  end  of  the  war.  The 
beginning  of  this  double  tax  was  the  Finance  Act 
of  1914  which  provided  that  the  Double  Income  Tax 
was  leviable  on  all  incomes  derived  from  abroad  by 
persons  resident  in  this  country  whether  the  money 
was  actually  remitted  to  this  country  or  not,  and  the 
effect  of  that  process  I shall  be  able  to  give  you  in  a 
few  examples  later  on.  We,  who  are  connected  with 
India,  think  that  imperially  a tax  ought  to  be  imposed 
where  the  money  is  earned.  We  are  quite  cognizant 
of  the  fact  that  this  will  be  a very  difficult  thing  to 
do  under  present  circumstances  as  so  much  money  is 
required  in  this  country,  but  we  think  that  the 
Chancellor  of  the  Exchequer  would  get  a very  fair 
return  if  what  I suggest  in  paragraph  19  (a)  of  my 
statement  is  put  into  effect,  that  is,  that  British 
Income  Tax  be  only  levied  on  such  Indian  inoome  as 
has  been  remitted  to  this  country  during  the  financial 
year.  Then  there  is  a very  important  point,  and  that 
is  the  delay  which,  is  almost  certain  to  occur  if  this 
Double  Income  Tax  is  left  until  the  whole  Income  Tax 
question  is  submitted  to  Parliament.  The  result  of 
that  will  be  very  disastrous  as  I shall  be  able  to  show 
you ; and  I think,  and  I have  been  asked  to  urge,  that 
this  Double  Income  Tax  should  be  tackled  first  of  all 
aud  decided  one  way  or  the  other  before  the  larger 
question  of  the  Income  Tax,  which  must  necessarily 
take,  we  think,  a very  much  longer  time  than  is 
foreshadowed.  In  late  years  several  companies  in 
this  cotmtry  whose  whole  business  is  done  in  India — T 
am  confining  myself  to  India — have  removed  their 
offices  from  Great  Britain  to  enable  them  to  escape 
the  tax  that  the  Chancellor  imposes  at  their 
“ residence,”  I could  name  quite  half  a dozen,  \ 
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also  know  for  certain  tliat  a considerable  number  of 
very  large  and  influential  companies  are  waiting  tbe 
outcome  of  this  Commission  to  decide  whether  they 
are  to  remove  to  India  or  not  in  the  same  manner  as 
the  others  have  done.  I think  that  that  is  a very 
serious  point  for  this  country  to  consider,  and  a very 
serious  point  indeed  for  the  Commissioners  to 
consider. 

1887.  Are  they  large  companies? — They  are.  There 
is  one  very  large  group  of  companies;  I think  their 
income  is  something  like  £1,000,000  sterling;  they  are 
just  waiting  the  outcome  of  this  Commission  before 
they  act.  They  tried  to  act  before,  but  they  did  not 
get  unanimity,  but,  as  I have  stated,  I know  of  half  a 
dozen  quite  responsible  companies,  and  large  com- 
panies, that  have  already  gone.  The  result  of  that  is 
stated  in  this  paragraph.  Our  view  of  taxation 
generally  is  shortly  this : the  main  point  is  a claim 
made  by  two  separate  Governments  to  levy  Income 
Tax.  There  is  a very  great  number  of  companies  who 
have  only  their  registered  offices  in  this  country. 
The  whole  of  the  business  operations,  works,  and1 
assets  are  located  in  another  country,  say,  India  for 
the  sake  of  my  argument.  This  country  claims  the 
right  of  taxation  because  the  registered  offices  are  in 
this  country.  India  claims  a similar  right  to  levy  a 
tax  on  the  sum  of  ascertained  profits,  because  the 
business  operations,  works,  and  assets  of  the  company 
are  located  in  and  confined  to  that  country.  It  is  the 
very  general  experience  of  those  connected  with  com- 
pany management  that  few  commercial  undertakings, 
financial  or  industrial,  are  justified  in  distributing  as 
dividend  to  shareholders  more  than  a certain  propor- 
tion of  the  ascertained  taxable  profits,  but  the  two 
Governments  claim  the  right  of  taxation  on  the  whole 
of  those  taxable  profits,  not  merely  upon  the  propor- 
tion distributed  as  income  in  the  form  of  dividend  to 
shareholders.  In  these  days  of  high  rates  of  Income 
Tax  this  double  imposition  on  the  full  profits  ceases 
to  be  a tax  on  income,  and  comes  to  be  an  actual  tax 
on  the  industry  itself,  and  acts  as  a severe  handicap 
as  against  foreign  and  other  competition.  That  is 
easily  explained.  A certain  amount  of  the  taxable 
profits  of  a company  is  divided  amongst  the  share- 
holders and  the  balance  is  kept  for  the  sake  of  expand- 
ing the  business  of  the  company ; therefore,  when  that 
is  taxed  as  well  as  the  dividends,  it  is  a tax  on  the 
industrial  concern.  The  right  to  claim  Double  Income 
Tax  on  the  full  profits  is  a more  serious  matter  than 
the  mere  double  income  taxation  of  the  shareholders’ 
dividend,  for  it  is  a direct  menace  to  the  continued 
welfare  of  our  industries  themselves.  As  you  are 
aware,  any  resident  of  this  country  can  go  to  Australia 
or  New  Zealand  (and  the  United  States  recently  have 
passed  a similar  law)  and  he  need  not  pay  a penny 
of  Income  Tax  there  unless  his  income  is  earned  there. 

1888.  Paragraph  6 I am  afraid  I put  in  for  the 
sake  of  a statement.  I am  afraid  that  the  Secretary 
of  State  failed  to  consider  it  properly  when  he  allowed 
that  1914  Act  to  affect  India. 

1889.  In  paragraph  7 of  my  evidence-in-chief  I state 
that  I hope  to  make  a reasonable  case  against  this 
Double  Income  Tax.  I need  only  run  very  shortly 
through  those  paragraphs.  The  railway  development 
in  India  is  a hugely  important  thing.  The  Secretary 
of  State  has  not  been  able  to  find  funds  there  to  equip 
and  extend  it  as  he  ought  to,  and  he  has  admitted 
that  he  is  unable  to;  and  even  this  year,  when  some 
£15,000,000  has  been  allocated,  the  price  of  materials 
and  engineering,  and  so  on,  has  gone  up  to  such  a 
high  pitch  that  it  is  no  more  than  the  £9,000,000 
that  was  allocated  a few  years  ago,  which  was  quite 
inadequate.  Then  I state  here  that  the  hoarding 
instinct  of  the  Indian  people  remains  firmly  rooted, 
and  it  may  interest  you  to  know  the  figures  for  the 
last  four  years;  10,  33,  53  and  45  crores  of  rupees 
have  been  hoarded,  equal  to  a sum  of  over 
£100,000,000 ; so  that  my  statement  there  is  amply 
borne  out.  I remark  upon  the  banks  in  India  who 
have  failed  owing  to  the  want  of  capital  and  inex- 
perience of  those  who  promoted  them. 

1890.  Now  I come  to  perhaps  the  most  important 
part  of  the  whole  of  my  evidence,  and  that  is,  what 
is  stated  here  as  the  wants  of  India  and  the  practice 
which  has  met  those  wants  previously  to  this  Act. 
Business  in  India  is  largely  conducted  and  expanded 


by  the  profits  of  the  large  firms  who  are  in  India, 
who  do  not  bring  their  money  home  but  expend  their 
money  in  extending  their  business.  That  is  really 
most  important  as  regards  India,  because  when  you 
come  to  seek  for  capital  in  this  country  for  the 
purpose  of  investment  in  India,  you  find  yourself 
confronted  with  very  many  difficulties.  When  you 
really  are  able  to  obtain  capital  in  this  country  for 
industries  in  India,  it  is  only  through  the  influence 
of  retired  partners  of  large  firms  in  India,  who  ex- 
plain that  their  own  money  is  being  left  for  the  expan- 
sion of  certain  industries  and  give  certain  assurances 
and  guarantees.  I could  give  you  instances  of  this 
sort  of  thing  that  would  convince  you,  but  something 
may  come  out  in  my  evidence. 

1891.  Chairman : Pre-war,  what  was  the  difference 
between  the  rate  of  interest  in  India  and  in  this 
country?  Could  you  get  a bigger  rate  in  India  than 
you  could  here? — Yes;  usually  you  do. 

1892.  Would  that  increased  rate  in  India  compen- 
sate for  the  loss  of  the  Double  Income  Tax? — No. 
There  is  another  point,  and  that  is  the  uncertainty 
of  the  rate  of  exchange.  A year  ago  it  was  Is.  4d. ; 
to-day  it  is  Is.  8d.,  and  we  do  not  know  where  it 
may  go  to  or  where  it  may  come  back  to,  but  it  is 
always  a factor  that  prevents  money  from  flowing 
out  from  this  country  to  India.  Under  paragraph  10 
1 summarize  a few  examples  of  how  Double  Income 
Tax  adversely  affects  India,  exchange  being  one  of 
them,  another  being  a vagueness  which  has  arisen 
from  the  expression  “ securities,  stocks,  shares  and 
rents,”  in  the  Act  of  1914.  There  are  cases  of  firms 
here,  whose  partners  originally  were  in  India  only, 
and  after  having  successfully  carried  on  their  busi- 
ness for  years,  came  home  to  this  country,  and,  natur- 
ally, having  expanded  the  business  themselves  they 
retained  the  control.  These  partners  are  now  made 
to  pay  the  Income  Tax  on  the  whole  of  their  profits  on 
the  firm  in  India  under  this  word  “ securities.”  That 
is  very  much  affected  by  what  I have  stated  previously 
in  the  question  of  firms  leaving  their  capital  in  India, 
because  we  will  take  it  at  the  present  moment  that 
many  of  the  partners  of  those  firms  in  India — I know 
some  of  them  who  have  done  it — are  taking  advantage 
of  closing  down  altogether  and  bringing  home  their 
money  at  the  very  favourable  rate  of  exchange  that 
now  exists.  I mention  here  the  hardship  to  retired 
Indian  officials  who  have  invested  their  slender  savings 
in  Indian  securities.  I got  out  a short  statement  of 
a man  in  this  country  who  has  investments  in  India 
of,  say,  £500,  that  come  under  “ securities,  stocks, 
shares  and  rents.”  That  means  that  he  pays  in  this 
country  a tax  on  £400.  because  there  is  £100  allowed, 
at  3s.  He  pays  a tax  in  India  at  6 pies  per  rupee. 

1893.  Chairman:  How  much  is  that  per  £?— It  is 
about  7^d.,  as  near  as  possible,  but  my  point  is  this: 
the  Indian  Government  receives  £15  12s.  6d.  on  that 
income,  and  the  British  Government  receives 
£44  7s.  6d.,  although  that  income  is  entirely  earned 
in  India.  As  I am  on  this  subject,  I will  give  you 
several  other  examples  up  to  £10,000 ; inhere  are  only 
three  of  them.  A man  having  investments  of  £1,0'">0 
in  India  pays  9 pies  per  rupee,  because  it  is  a little 
larger  on  the  equivalent  of  £1,000,  and  the  English 
tax  is  3s.  9d.  on  £1,000,  resulting  in  his  paying  to 
the  Indian  Government  £46  17s.  6d..  while  this 
Exchequer  draws  £130  12s.  6d.  On  £5,000 — I will 
not  go  through  all  the  figures — the  English  tax  comes 
up  to  6s..  and  the  .Super-tax  comes  in.  That  I look 
upon  in  tho  samo  light  as  the  ordinary  tax.  In  that 
case  the  Indian  Government  gets  £312,  Out  the 
British  Government  gets  £1,475.  Then  on  £10,000 
there  is  the  6s.  tax  and  the  Super-tax  again.  The 
Indian  Government  receives  £625,  whereas  the 
British  Government  receives  £3,562.  I think  that 
will  show  you  that  the  English  Government  get  what- 
we  consider  more  than  they  are  entitled  to.  I do  not 
know  that  I have  anything  to  say  on  the  next  two 
or  three  paragraphs,  because  they  explain  themselves. 

1894.  On  paragraph  14  I would  just  like  to  make 
one  remark,  as  it  might  not  be  known  to  the  members 
of  the  Commission ; domicile  in  India  is  practically 
unknown ; that  is  to  say,  Indkm  domicile  for  a 
Britisher.  He  does  not  remain  there;  he  makes 
what  he  considers  a reasonable  sum  to  live  on,  and 
he  comes  back  to  his  own  country.  I state  that  as 
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it  guides  the  statement  I made  here  about  the 
Motner  Country,  because  in  the  Colonies  that  is  not 
the  case ; a man  can  live  there  in  a reasonable  climate 
all  his  life.  There  is  nothing  of  that  kind  in  India. 
There  is  hardly  any  domicile  of  the  white  man.  He 
comes  home  if  he  possibly  can.  I have  mentioned  in 
paragraph  16  (5)  that  “ The  expression  1 securities  ’ 
is  so  elastic  that  conceivably  it  might  be  stretched  to 
cover  interest  on  the  kind  of  capital  above  referred 
to  employed  in  fostering  the  trade  and  commerce  of 
India.”  As  a matter  of  fact  it  does,  under  certain 
circumstances;  that  is  to  say,  if  those  partners  who 
come  home  still  control  the  business  in  India,  they 
are  subject  to  Income  Tax  on  the  whole  of  their 
profits  in  India. 

1895.  Paragraph  17  is  extremely  important,  per- 
haps one  of  the  most  important  points  in  the  whole 
evidence,  for  this  reason,  that  this  tax  is  against  us 
in  competition  with  other  countries,  say  America 
and  Japan,  and  later  on  perhaps  our  enemies,  when 
trade  begins  to  flow  again,  as  probably  it  will. 
America  and  J apan  are  making  great  inroads  on 
trade  in  India,  and  America  and  Japan  are  buying 
up  firms  in  India  and  offering  very  large  premiums 
for  goodwills  of  businesses  in  India.  There  are  at 
present  two  very  large  firms  there.  These  finns  are 
now  buying  out  vested  interests,  and  it  is  most 
desirable  that  that  should  not  be  allowed  to  go  on 
if  this  Double  Income  Tax  certainly  has  anything 
to  do  with  it.  I do  not  think  I have  anything  more 
to  add  except  to  state  that  under  paragraph  19, 
after  very  careful  consideration,  and  talking  the 
matter  over  with  men  connected  with  India  who 
have  had  wide  experience  and  large  knowledge,  we 
came  to  the  conclusion  that,  failing  what  I stated 
at  the  beginning,  that  imperially  we  think  a tax 
should  only  be  levied  where  the  income  is  earned,  we 
think  at  the  present  moment  these  last  two  conclu- 
sions are  all  we  could  press  for ; that  is,  that  British 
Income  Tax  be  only  levied  on  such  Indian  income 
as  has  been  remitted  to  this  country  during  the 
financial  year,  and  “ that  the  British  Income  taxa- 
tion at  source  on  such  British  registered  companies 
operating  in  India  and  other  Colonies  which  do  not 
trade  with  or  in  this  country,  and  whose  assets  and 
transactions  are  confined  to  India  or  the  Colonies, 
should  be  abolished.  Unless  this  is  done  practically 
all  such  companies  will  liquidate  and  transfer  them- 
selves elsewhere,  which  means  that  London  ceases  to 
be  the  financial  centre  of  the  world.”  I may  men- 
tion that  all  those  firms  operate  very  largely  in  the 
way  of  bills  and  finance  that  come  and  help  to  make 
London  the  great  centre  that  it  is.  Just  one  point 
that  I missed  in  talking  about  incomes,  and  it  is  an 
extraordinary  anomaly : a resident  in  India  with  an 
income  of  £500,  we  will  say,  from  securities  in  this 
country  which  are  taxed  at  source,  although  if 
ordinarily  in  this  country  he  would  be  able  to  claim 
a refund  of  the  excess  tax,  he  is  not  allowed  to  do 
so  if  he  lives  in  India.  That  is  surely  quite  wrong, 
and  I would  venture  to  urge  that  that  point  be  taken 
into  consideration. 

1896.  Will  you  please  repeat  that  last  statement? — 
A resident  in  India  drawing  an  income  of  £500  from 
British  securities.  If  he  were  resident  in  this  country 
his  taxation  would  only  be  3s. ; if  that  income  came 
from  a company  it  would  be  taxed  at  the  source  at 
6s.,  and  he  would  reclaim  the  difference,  but  he  is 
not  allowed  to  claim  for  the  difference  because  he  is 
resident  in  India. 

1897.  What  does  the  combined  tax  come  to  in 
India? — I have  only  taken  in  India  the  simple  tax 
of  1 anna  per  rupee,  that  is  Is.  3d.  The  combined  tax 
on  £500  is  £60,  or  12  per  cent.;  on  £1,000  it  is 
£187  10s.  0d.,  or  18J  per  cent. ; on  £5,000  the  effective 
rate  of  7s.  2d.  in  the  £,  that  is,  £1,787  10s.  0d.,  or 
35£  per  cent.  On  £10,000  the  effective  rate  works  out 
at  8s.  44d.  in  the  £,  or  41£  per  cent.,  equal  to 
£4,187  lOe.  Od. 

1898.  Mr.  Armitag e-Smith:  The  two  taxes  to- 

gether?— Yes,  that  is  the  two  taxes  together,  and 
there  is  a rebate  on  the  Colonial  tax. 

1899.  Mr.  May  : I have  no  questions  to  ask,  but  I 
would  like  to  suggest  that  it  might  be  useful  if  Sir 
Charles  would  supply  in  support  of  his  statement, 


and  with  the  special  knowledge  that  he  has,  a few 
more  comparative  figures  as  to  the  effect  of  the  work- 
ing of  the  taxation. 

1900.  Chairman:  Can  you  do  that? — Yes,  I can 
hand  this  in. 

1901.  Chairman:  That  will  be  included  in  your 
evidence. 

The  document  referred  to  is  as  follows : — 
Statement  of  Income  Tax  payable  on  income  from 
CAPITAL  INVESTED  IN  INDIA  IN  SECURITIES,  STOCKS, 
SHARES,  AND  RENTS. 

£500. 


Indian  Tax  at  6 pies  per  rupee... 
English  Tax  at  3s.  in  the£  on£400 


8 Indian  Tax . . . 


£1,000. 

Indian  Tax  at  9 pies  per  rupee... 
Euglish  Tax  at  3s.  9 d.  in  the  £ 


Less  Indian  Tax... 


£5,000. 

Indian  Tax  at  1 anna  per  rupee 
English  Tax  at  6s.  in  the  £ 
Super-tax... 


Less  Indian  Tax... 


£ 

8. 

d. 

15 

12 

6 

60 

0 

0 

75 

12 

6 

15 

12 

6 

46 

17 

6 

187 

10 

0 

234 

7 

6 

, 46 

17 

6 

312 

10 

0 

. 1,500 

0 

0 

. 287 

10 

0 

2,100 

0 

0 

. 312 

10 

0 

fs.  2d.  in  the  £ 

). 

625 

0 

0 

. 3,000 

0 

0 

. 1,187 

10 

0 

4,812 

10 

0 

. 625 

0 

0 

d. 


60  0 0 
or  12%. 


187  10  0 
or  18|%. 


1,787  10  0 


£10,000. 

Indian  Tax  at  1 anna  per  rupee 
English  Tax  at  6s.  in  the  £ 

Super-tax ...  ... 

Less  Indian  Tax  ...  '■■■  --  ^ „ 

Effective  Rate  of  8s.  44 d.  in  the  .£  or  41£%. 

1902.  Mr.  Bowerman:  When  did  Mr.  Bonar  Law 
make  this  apparently  satisfactory  statement  to  you 
and  your  colleagues?— On  the  l3th  June,  1918.  It 
was  a public  statement  in  the  House  of  Commons. 

1903.  Not  to  a deputation  ?— No. 

1904.  You  accept  that  as  committing  the  Chancellor 
or  the  Government,  to  some  alteration? — I do. 

1905.  Sir  W.  Trower:  Where  the  seat  of  manage- 

ment is  in  this  country,  where  the  directors  are  in 
this  country  and  the  board  is  in.  this  country,  do  you 
attribute  any  part  of  the  earning  capacity  of  the 
company  to  that  board  if  the  business  is  carried  on 
in  India  ? Do  you  consider  that  if  the  board  is  in 
this  country  and  the  operations  .are  carried  on  in 
India  the  whole  profit  is  made  in  India,  or  is  not 
some  part  of  it  attributable  to  the  management  in 
this  country? — Yes,  undoubtedly.  . 

1906.  That  would  be  a matter  then,  I take  it,  for 

distribution  between  the  two  countries?— Yes,  I agree 
entirely  with  that,  because  aa  a rule  the  directors  in 
this  country  are  men  who  have  had  experience  in 
India.  . 

1907.  Therefore  part  of  the  profits  would  be  attri- 
buted to  the  directors  iii  this  country?— The  better 
conduct  of  the  company  might  be  attributed  to  that. 

1908.  As  regards  a resident  in  this  country  who 

draws  the  whole  of  his  income  from  India,  woiild  you 
charge  him  at  all  with  any  Income  Tax  in  this 
country? — I tvould  charge  him  on  what  he  brings 
home,  because  he  is  getting  the  benefit  of  living  in 
this  country.  , . „ 

1909.  You  will  reriiember  that  under  the  1 mance 
Act  of  1917,  it  has  been  suggested  with  regard  to 
excess  profits  that  there  should  be  distribution  by 
arrangement  between  the  Mother  Country  and  the 
Colonies  or  Dependencies.  May  I put  it  in  this  way 
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that  the  taxpayer  should  pay  either  British,  or 
Colonial,  or  Indian,  whichever  is  the  highest  tax  on 
the  whole  income,  and  the  amounts  so  collected  should 
be  allocated  by  arrangement  between  the  respective 
Governments;  would  that  meet  the  case  of  India? — 
Well,  the  case  of  India  is  extraordinary.  We  have 
never  had  excess  profit  tax,  and  that  is  why  I have 
ignored  it. 

1910.  I am  not  dealing  with  excess  profits;  I am 
dealing  with  the  principle  of  the  receipt. — At  the 
present  moment  it  would  be  very  favourable  for  India. 

1911.  For  instance,  if  the  British  Income  Tax  was 
6s.,  and  the  Indian  was  4s. — I am  merely  putting 
hypothetical  figures — the  English  Government  would 
receive  the  whole  tax  and  distribute  it;  that  is  what 
has  been  suggested,  and  that  is  in  accordance  with  the 
suggestion  with  regard  to  excess  profit.  Would  that 
meet  the  case  of  India? — I think  that  would  he  a very 
reasonable  solution,  provided  the  one  tax  was  dealt 
with,  not  the  double  tax. 

1912.  If  that  solution  were  carried  into  effect  it 
would  be  a matter  of  negotiation  between  the  Govern- 
ment here  and  the  Government  in  India,  as  to  the 
allocation  of  the  fund? — That  is  so. 

1913.  Sir  E.  Nott-E ower : With  regard  to  your 
recommendations  in  paragraph  19,  recommendation 
(a)  is  that  “ British  Income  Tax  he  only  levied  on 
such  Indian  income  as  has  been  remitted  to  this 
country  during  the  financial  year.”  That  proposal 
seems  to  contemplate  that  with  regard  to  remitted 
income  we  should  charge  and  retain  our  full  rate  of 
British  Income  Tax? — I think  I understand  your 
question  to  be  this,  that  under  this  I say  that  the 
tax  should  be  levied  on  Indian  income  that  has  been 
remitted  to  this  country  during  the  financial  year? 

1914.  Yes. — I am  only  supposing  by  that,  that  if  I 
am  in  this  country  and  earning  £15*000  in  my  busi- 
ness I will  only  probably  remit  £2,000  or  £3,000 ; the 
rest  goes  for  the  expansion  of  the  business,  and  I 
think  it  is  quite  right  that  I should  pay  Income  Tax 
on  that  £2,000  or  £3,000,  because  I use  it  for  personal 
expenditure. 

1915.  But  you  would  Eave  paid  Indian  Income  Tax 
on  the  whole  amount?— Yes,  but  I get  back  the  Indian 
Income  Tax  on  the  amount  that  is  remitted  home 
under  the  arrangement  that  was  made  three  years 
ago  when  the  Chancellor  of  the  Exchequer  conceded 
up  to  2s.  6d.  in  the  £. 

1916.  Then  your  suggestion  (a)  contemplates 
perpetuation  of  that  temporary  rebate  which  has  been 
granted  as  a stop-gap? — Yes,  it  does. 

1917.  So  that  really  what  you  want  is,  not  only 

that  the  unremitted  income  should  be  exempted  alto- 
gether, but  you  also  want  the  British  Exchequer  to 
forfeit  the  Indian  rate  of  tax  on  the  remitted  portion? 
— Quite.  The  Indian  Income  Tax  is  very  low  at 

present,  but  it  does  not  follow  that  it  will  remain  so. 

1918.  With  regard  to  British  registered  companies 
in  your  recommendation  19  (5)  I think  you  said  just 
now  that  the  mere  fact  that  a registered  office  of  an 
Indian  company  was  here  was  sufficient  to  make  the 
whole  profits  liable  in  this  country.  I ask  you  whether 
that  is  correct.  My  suggestion  is  that  what  makes  the 
British  Income  Tax  chargeable  is  the  fact  that  the 
control  of  the  business  is  here.  The  mere  fact  of 
having  a registered  office  here  would  not  really  affect 
the  question.  It  is  a fact  which  you  might  take  into 
account  in  considering  control,  but  it  is  a detail. 
Whnt  we  really  look  to  in  this  country  is  whether  the 
business  is  controlled  here;  do  you  accept  that?— I am 
going  to  make  a statement  upon  that  point. 

1919.  Very  well,  will  you  do  so?—' What  I agreed  to 
before  was.  that  a business  in  India  would  very  likely, 
and  generally  does,  benefit  by  the  mature  experience 
of  the.  men  who  are  directors  at  home,  but  that  does 
not  follow  in  every  case;  it  follows  in  very  many  cases 
but  not  in  every  case.  For  instance,  there  are  com- 
panies at  home  operating  in  India  who  register  at 
nome  for  the  sake  of  conducting  the  business  at  home. 
In  many  cases  it  is  easier.  For  instance,  the  raising 
of  capital  and  debentures  by  a company  registered  at 
home  is  easier  than  the  raising  of  capital  and  de- 
bentures by  a.  company  registered  abroad.  That  is 
one  aspect  of  it. 


1920.  Your  suggestion  is  that  in  regard  to  com- 
panies which  do  not  trade  with  England,  whose  assets 
and  transactions  are  confined  to  India,  we  should 
give  up  our  Income  Tax  altogether? — I do. 

1921.  Of  course  a great  deal  of  capital  in  some  of 
these  Indian  companies,  as  you  have  shewn  in  your 
statement  here,  has  been  subscribed  here ; shares  are 
owned  here  by  British  owners  who  invested  share 
capital  in  the  company;  they  receive  dividends  from 
those  companies;  what  do  you  say  with  regard  to 
those  dividends?  I am  assuming  for  the  moment 
that  the  company  is  Indian.  What  would  you  say 
with  regard  to  the  dividends  which  are  received  by 
shareholders  resident  here? — These  dividends  are  now 
taxed  here. 

1022.  No.  The  profits  of  the  company  are  taxed 
here ; you  propose  to  give  that  up  ? — Yes. 

1923.  As  the  taxation  at  the  source  has  been  given 
up,  under  our  existing  Income  Tax  laws  the  share- 
holders of  these  companies  would  be  receiving  profits 
from  possessions  or  securities  abroad  and  would  be 
liable  to  tax? — Yes,  they  would  be  taxed  abroad  in 
the  country  where  the  business  was  conducted,  and  the 
shareholders  in  this  country,  or  in  the  other  country, 
would  have  to  pa'y  the  tax  of  that  country, 

1924.  Supposing  the  tax  of  that  country  were  a 
lower  tax,  they  would  have  to  pay  tax  here  as  well, 
even  taking  that  temporary  relieving  clause?— That 
would  be  a question  of  the  adjustment  which  we 
talked  about  a short  time  ago.  It  is  impossible  to  say 
how  you  are  going  to  arrive  at  these  calculations 
It  is  only  the  principle  which  is  invoked  here. 

1925.  I think  that  what  you  refer  to  in  your  para- 
graph 19  (6)  is  a very  difficult  question,  and  one  which 
requires  very  careful  consideration. — I am  quite 
aware  of  that. 

1926.  It  is  an  enormous  extension  of  the  British 
Income  Tax  that  does  follow  on  the  theory  that  where 
a company  is  controlled  here,  although  all  the  opera- 
tions are  abroad,  the  whole  of  the  profits  should  be 
treated  as  British  profits  and  should  be  charged 
Income  Tax.  You  mentioned  that  a partner  here  in 
an  Indian  firm,  a man  who  had  been  managing  a firm 
in  India  and  who  came  over  here  and  retired,  and 
was  still  a partner  in  the  firm,  was  held  as  liable  to 
Income  Tax  on  the  whole  of  his  share  of  the  profits 
of  the  firm,  whether  they  were  remitted  or  not  ? — That 
is  so. 

1927.  That  would  be  so  if  he  were  a shareholder  in 
a public  company. 

1928.  Mr.  Kerly  : Colquhoun  v.  Brooks  is  the  other 
way. 

1929.  Sir  E.  NottSower : I heard  the  statement 
of  the  witness  with  some  surprise,  because  the  rule 
laid  down  with  regard  to  taxing  the  whole  income, 
whether  remitted  or  not,  is  this,  that  income  from 
securities,  stocks,  shares,  or  rents  is  assessable  whether 
remitted  or  not,  but  that  the  income  arising  from 
possessions  out  of  the  United  Kingdom  (other  than 
securities,  stocks,  shares  or  rents)  is  to  be  computed 
only  on  the  amount  of  the  sums  remitted.  It  was  held 
in  Colquhoun  v.  Brooks,  the  case  that  Mr.  Kerly  re- 
ferred to,  that  partnership  was  a foreign  possession.  -- 
The  statement  I made  is  absolutely  clear,  and  if  you 
wish  proof  of  it  I can  give  it  to  you.  I may  say 
there  is  one  point  I would  like  to  make  in  connection 
with  that  in  case  you  mistake  my  meaning.  A part- 
ner in  a firm  in  Calcutta  oomes  home  here  and  retires. 
The  first  thing  the  Income  Tax  people  do  is  to  ask 
vou  for  your  partnership  deed  with  your  firm  in 
Calcutta,  and  if  that  partnership  deed  discloses  that 
vou,  as  senior  partner,  who  have  probably  made  the 
business,  are  still  in  control,  then  you  pay  your  share 
of  the  whole  of  the  profits  of  that  firm  in  Calcutta 
If.  on  the  other  hand,  you  can  prove  to  the  Govern- 
ment Income  Tax  Surveyors  that  you  do  not  exercise 
that  control,  then  you  do  not  pay.  I have  had  per 
sonal  experience  of  it. 

1930.  Mr.  Marks : You  speak  in  one  or  two  places 
nboxit  the  difficulty  of  raising  capital  for  India  except 
in  this  country,  but  I think  T remember  a year  or 
two  ago.  or  rather  more  than  that — before  the  war-  - 
’’n  connection  with  some  other  matter  into  "Li oh  T 
was  inquiring,  that  in  certain  connections  like  rail- 
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ways,  for  instance,  I found  the  Government  imposed 
a limitation  on  the  amount  of  interest  which  was  to 
bo  paid  for  the  money  advanced,  and  that  the  rate 
of  interest  was  so  much  out  of  proportion  with  that 
which  obtained  in  India  that  it  rendered  it  practically 
impossible  to  raise  money  in  India.— No,  that  was 
not  the  case.  The  reason  that  yon  found  money  was 
obtainable  in  this  country  to  promote  railways  is 
accounted  for  by  the  fact  that  the  Government  guaran- 
teed the  interest  up  to  a certain  point,  that  is  to  6ay, 
when  we  got  a concession  from  the  Government  to 
open  out  a light  railway  it  is  with  a 3 per  cent, 
guarantee. 

1931.  Yes,  L quite  understand  that,  but  that  is  not 
my  point.  My  point  is  that  the  money  required,  I 
will  not  say  for  the  big  trunk  lines,  but  for  feeder 
lines,  and  so  on,  might  have  been  raised  in  India 
itself,  but  was  in  fact  raised  here,  because  the  Indian 
Government,  or  the  India  Office — the  India  Office,  I 
think — did  not  allow  a sufficiently  high  rate  of 
interest  to  be  offered  to  attract  capital  from  Indian 
sources? — I see  your  point  now;  that  is  quite  correct. 

1932.  It  is  so? — It  is  so. 

1933.  It  did  have  some  effect? — It  did  have  somo 
effect;  at  the  time  there  was  a very  acute  shortage 
of  railway  waggons,  and  the  Government  were  being 
pressed  to  allow  local  companies  to  be  established  in 
India  at  a high  rate  of  interest  in  order  to  get  these 
waggons  quickly  made  and  to  work,  and  the  Govern- 
ment refused. 

1934.  I was  going  to  ask  you  whether  you  could  say. 
out  of  your  own  experience,  that  that  condition  has 
been  altered  at  all,  and  the  regulations  which  the 
India  Office  used  to  impose  have  been  relaxed? — I do 
not  think  they  have  been  relaxed. 

1935.  Mr.  Kerly : May  I clear  up  a point  you 
were  on  just  now?  It  is  the  case  of  a sleeping  partner 
resident  in  this  country : he  pays  on  his  share  actually 
remitted  here;  if  he  is  a controlling  partner  he  pays 
upon  his  whole  share? — That  is  so. 

1936.  And  the  sleeping  partner  pays  on  an  average 
of  3 years’  receipts,  under  the  present  Act? — Yes,  that 
is  so. 

1937.  I think  you  may  take  that? — That  is  quite 
correct. 

1938.  Now  will  you  turn  to  your  conclusions  in 
paragraph  19?  19  (a)  refers  to  ordinary  investments 
in  India,  but  not  to  a British  company  carrying  on 
business  in  India.  You  suggest  that  there  should  be 
taxation  on  the  income  remitted  only,  and  that  is,  I 
understand,  upon  the  assumption  that  an  arrangement 
will  be  made  that  the  returned  Anglo-Indian,  for 
instance,  who  has  such  an  interest,  is  going  to  be 
allowed  to  deduct  the  Indian  Income  Tax  with  which 
he  is  charged? — That  is  so. 

1939.  Will  that  Indian  Income  Tax  with  which  he  is 
charged  be  upon  the  profits  of  the  company  or  upon 
his  share? — Upon  his  share. 

1940.  Upon  his  dividend? — Upon  what  he  remits. 

1941.  You  mean  the  company  will  deduct  according 
to  the  practice  here  something  in  respect  of  the  tax 
which  they  have  paid  ? — The  procedure  is  that  we,  who 
are  subject  to  that  condition,  when  we  send  in  our 
Inoome  Tax,  accompany  it  with  a certificate  showing 
that  Income  Tax  on  that  same  amount  was  paid  to 
the  Government  of  India. 

1942.  The  same  as  here? — Yes. 

1943.  Now  take  your  paragraph  19  (b).  You  there 
provide  in  the  case  of  English  companies  trading  only 
in  India  that  there  shall  be  no  English  Income  Tax?— 
That  is  so. 

1944.  You  contemplate  that  if  any  of  the  share- 
holders are  in  England  and  receive' their  dividends 
here,  they  shall  pay  as  under  19(a)?— That  is  so. 

1945.  That  might  be  readily  applied,  if  it  is  desir- 
able, to  cases  of  companies  trading  only  in  India. 
How  would  you  deal  with  the  case  of  a oompanv  which 
trades  in  India  and  elsewhere  in  the  East?— I think 
it  would  have  to  be  a matter  of  arrangement,  accord- 
ing to  the  tax  that  was  payable  in  those  countries. 
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1946.  Have  you  thought  it  out  and  have  you  any 
suggestion  to  make? — No,  I have  not;  the  various 
taxes  are  so  complicated.  It  is  quite  conceivable  that 
there  might  be  a company  in  this  country  that  would 
be  trading  with  South  Africa,  with  India,  with  Sin 
gapore,  with  New  Zealand,  and  with  Australia. 

1947.  Just  the  same  difficulty  was  put  to  Sir 
Frederick  Young  about  the  Colonies.  He  also  had  no 
solution  worked  out.  Now  take  another  case.  A 
company  carrying  on  business  in  India  and  iinport- 
ing  Indian  produce,  shall  we  say,  here,  and  selling  it 
here.  It  does  some  part  of  the  work  here.  How  would 
you  deal  with  that? — They  send  some  produce  here  to 
be  sold.  India  has  produced  the  produce,  and  it  is 
sent  here  to  be  staid. 

1948.  Perhaps  they  buy  English  produce  and  export 
it  to  India? — I should  say  that  the  only  way  to  meet 
it  would  be  that  the  man  who  bought  that  produce 
and  made  his  profit  on  it  would  come  under  the 
Income  Tax. 

1949.  Do  you  mean  that  it  should  rank  as  au 
English  trading  company  and  not  fall  within  vn:- 

19  (b)  ?— No. 

1950.  Again  I ask  only  for  suggestions.  Such  a 
thing  must  be  thought  out  if  the  law  is  to  be  altered. 
— Yes,  but  I do  not  think  that  produce  is  affected  ;n 
the  same  way  that  income  is.  If  you  go  into  produce 
and  manufactures  you  open  up  a colossal  question. 

1951.  What  I am  putting  to  you  is  a company  carry- 
ing on  operations  in  India  and  in  England  and  as 
the  result  of  the  combined  operations  making  a profit. 
— That  is  a different  case  altogether.  If  the  combined 
operation  is  making  a profit,  that  clearly  does  not 
come  under  my  19  (b).  Then  that  must  be  a matter 
of  arrangement. 

1952.  You  have  no  suggestion  to  deal  with  such  a 
case? — No,  I have  not. 

1953.  I gather  from  your  paper  that  although  India 
is  greatly  in  need  of  English  capital  the  only  source 
of  English  capital  it  gets  is  such  capital  as  is  in- 
fluenced by  people  who  are  already  interested  in 
India,  and  particularly  by  returned  Anglo-Indians? — 
That  is  so. 

1954.  Have  you  any  idea  of  the  advantage  to  the 
Revenue  by  the  alteration  which  the  1914  Act  pro- 
duced, or  what  would  be  the  corresponding  loss  if  it 
were  repealed? — No,  I have  not.  I was  prepared  tn 
my  mind  to  answer  your  question  under  that.  That 
is  under  (d)  of  paragraph  10,  is  it  not?  I make  a 
statement  there.  Is  your  suggestion  to  ask  me  if  it  is 
within  my  knowledge  that  what  I state  under  10  fd) 
has  reduced  the  collection  of  Income  Tax  in  India  ? 

1955.  No;  my  question  was  a more  general  one. 
Until  1914  a payment  was  made  only  in  respect  of 
money  transmitted  to  this  country ; now  it  is  made 
in  respect  of  the  whole  income  which  is  produced  hv 
foreign  possessions.  You  complain  of  that  alteration 
I ask  if  you  know  what  it  would  cost  the  Revenue 
if  we  went  back  to  the  old  system?- — A very  large 
sum. 

1956.  In  paragraph  17  you  speak  of  the  danger  of 
encouraging  foreign  rivals  to  acquire  trading  pro- 
perties in  India  and  carry  on  trade  there.  Do  you 
say  it  is  the  fact  that  an  American,  for  instance, 
pays  no  United  States  Income  Tax  as  the  result  of 
his  Indian  operations? — That  is  so.  A law  has 
recently  been  enacted  in  the  United  States  of  America 
whereby  anyone  can  reside  there  without  paying  any 
tax  unless  it  is  earned  in  that  country. 

1957.  Does  that  apply  to  domiciled  Americans? — 
That  I am  not  quite  sure  of. 

1958.  Could  you  give  me  the  reference  to  the  law  or 
could  you  supply  it  later? — Yes,  I could. 

1959.  Perhaps  you  would  supply  it  to  the  Com- 
mission. As  regards  Japan  is  there  any  correspond- 
ing law? — That  I do  not  know. 

1960.  Mr.  Holland-Martin : The  law  you  refer  to  is 
one  that  was  mentioned  in  “ The  Times  ” a few  days 
ago,  is  it  not? — I think  it  is  very  likely  the  same  one : 
it  is  a quite  recent  one. 

1961.  I have  not  seen  it  fully;  I have  seen  a para- 
graph in  the  paper  to  that  effect. 


98 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


22  May,  1919.] 


Sir  Charles  Campbell  McLeod. 


f Continued 


1962.  Mr.  Kerly:  I have  seen  a general  statement, 
but  it  was  in  such  general  terms  that  it  was  impossi- 
ble to  appreciate  it.  No  doubt  if  it  is  a law  one  can 
find  it. 


1963.  Mr.  Holland-Martin : I have  tried  in  the  City 
to  find  out,  but  I could  not  find  anything  more  than 
was  in  the  paper. — I will  ascertain  from  my  sources 
of  information. 


1964.  Sir  J.  Harmood-Banner : You  mention  in 

paragraph  19  : “ British  Income  Tax  be  only  levied  on 
such  Indian  income  as  has  been  remitted  to  this 
country  during  the  financial  year.”  Is  there  not  a 
great  deal  of  income  in  India  which  is  at  once  re- 
invested there? — Undoubtedly. 

1965.  So  that  that  money  being  reinvested  and  not 
remitted  to  this  country  would  not  pay  any  Income 
Tax  under  your  contention? — No,  they  would  not  pay 
any  Inoome  Tax  in  this  country. 

1966.  So  that,  for  instance,  a man  might  double  his 
cotton  mill  or  his  bank,  or  anything,  if  it  was  an 
English  company  or  an  English  partnership,  and  he 
would  pay  nothing  whatever  towards  his  country 
under  your  contention  ?— That  is  so,  but  it  would  be 
greatly  to  the  advancement  of  India,  would  it  not, 
to  have  that  money  available  to  extend  that  particular 
business? 

1967.  It  would  be  rather  a preference  given  to 
some  of  the  other  Colonies  if  income  that  was  left 
there  to  be  reinvested  in  capital  was  not  to  be  charged 
Income  Tax. — That  is  one  of  my  very,  strong  points 
that  I wish  to  emphasize. 

1963.  That  income  retained  in  India  for  the  purpose 
of  being  reinvested  there  should  have  the  advantage 
of  being  free  of  Income  Tax  if  it  is  dealt  with  in  that 
"ay? — That  is  so,  except  the  Indian  Income  Tax,  of 
course. 

t 1969.  Do  you  not  make  rather  a large  assumption  r 
Vou  say  that  Indian  investments  only  come  from 
Anglo-Indians.  I am  speaking  with  a long  ex- 
perience. I happen  to  have  some  money  in  Indian 
cotton  mills,  and  some  money  in  Indian  tramways, 
and  I know  of  a great  many  others  who  have  as  well— 
not  people  connected  with  India.  There  are  very 
large  investments  of  English  capital  quite  beyond 
Anglo-Indians? — That  may  be  so  in  these  particular 
instances,  but  to  take  it  broadly,  it  is  only  people 
who  are  really  connected  with  India  who  make  these 
very  large  investments.  It  is  quite  possible  that,  we 
will  say,  a friend  of  yours  who  knows  all  about  India 
and  who  knows  all  about  these  investments  might  say 
to.  you : “ I think  if  you  put  £10,000  in  that  you 
would  be  all  right;”  then  you  would  do  it.  There  is 
no  doubt  about  it  that  as  travel  is  becoming  easier, 
and  India  is  becoming  better  known  in  this  country, 
that  system  is  expanding. 

1970.  The  Income  Tax  in  India  is  pretty  light,  is 
it  not? — Very  light. 

1971.  Mr.  Manville : In  regard  to  Income  Tax  on 
profits  in  India,  of  which  a portion  only  is  remitted 
to  this  country,  would  you  propose  that  the  tax  on 
the  remitted  portion  should  be  at  the  rate  appro- 
priate to  the  whole  of  the  profits,  or  only  the  rate 
which  the  remitted  portion  would  demand?— I think 
that  would  work  itself  out  without  any  difficulty 
because,  say  my  income  , was  £1,000  and  I received 
£20  from  India,  that  £20  would  go  into  my  £1,000 
return.  But  if  my  income  was  £10,000  and  I ’ re- 
ceived £7,000  of  that  from  Calcutta,  similarly  that 
£7,000  would  be  accounted  for  in  my  Income  Tax 
r®^lrn-  So  that  really  it  would  not  make  any 
difference. 


1972.  On  the  £7,000  you  would  pay  the  full  rate 
whatever  that  was,  under  the  present  arrangement 
at  all  events? — It  depends  upon  what  the  man  i 
returning.  If  yon  are  a man  with  a £10,000  income 
whatever  you  receive  from  India— whether  vou  receiv 
£20  or  £2,000 — is  the  same  thing.  It  is  your  tota 
income  that  you  are  assessed  upon. 


19/3.  That  is  not  exactly  my  question.  My  ques- 
tion is : Where  the  total  amount  is  less  than  that 
which  would  demand  the  full  rate  being  imposed 
whether  you  would  suggest  that  the  rate  to  be  im- 
posed  in  this  country  on  the  amount  remitted  to  this 


country  should  be  at  the  rate  which  would  be  im- 
posed if  the  whole  of  the  income  were  remitted  to 
this  country? — Yes,  I would. 

1974.  You  mean,  I think,  the  standard  rate,  say 
the  6s.  if  the  two  together  made  up  the  rate  to  6s„ 
would  be  paid? — Yes. 

1975.  But  without  Super-tax,  which  would  be  paid 
on  his  total  income  from  every  source  in  this 
country? — That  is  so. 

1976.  Mr.  Birley : Assume  a British  company  regis- 
tered in  India  and  selling  in  London  produce  or 
manufactures,  where  would  you  consider  the  profit 
was  made? — The  profit  is  made  in  India. 

1977.  So  that  that  should  not  be  taxed? — No.  The 
produce  was  produced  in  India,  and  the  profit  there- 
fore belongs  to  the  produce. 

1978.  It  is  not  where  it  is  sold  ? — No,  I do  not  con- 
sider it  is. 

1979.  In  the  same  way,  as  regards  a large  number 
of  English  houses  shipping  to  India  goods  manu- 
factured in  this  country,  you  would  not  consider  that 
any  of  that  profit  was  made  in  India? — No. 

1980.  So  that  all  tho  profits  that  were  made  by 
shipping  houses  should  not  be  taxed  in  India  under 
your  assumption? — No. 

1981.  They  should  only  be  taxed  in  this  country? — 
Quite  so. 

1982.  Professor  Pigou : You  said  that  an  English- 
man resident  in  India  who  had  £1,000  from  English 
securities  would  not  be  able  to  claim  the  difference 
between  the  rate  on  the  £1,000  and  the  standard 
rate? — I said  £5,000  was  the  figure  mentioned  to  me. 

I do  not  know  about  £1,000,  but  we  will  take  it  as 
a small  income  that  pays  a tax  of  3s.  £1,000  would 

pay  a tax  of  3s.  9 d. 

1983.  I do  not  much  mind  about  the  rate  of  tax. 
Can  you  tell  us  in  what  way  residence  for  that  pur- 
pose is  defined?  If  a person  lives  half  the  year  in 
England  and  half  the  year  in  India,  what  happens 
then? — If  you  live  a day  over  six  months  in  England 
you  are  subject  to  English  taxation  laws. 

1984.  So  residence  in  India  means  living  there 
more  than  six  months? — That  is  so. 

1985.  Then  another  point  in  connection  with  that- 
I see  under  section  26  of  this  Consolidated  Income  Tax 
Act  this  rule  about  not  getting  exemption  does  not 
apply  to  a person  who  is  or  has  been  employed  in  the 
service  of  the  Crown,  or  in  the  service  of  any 
missionary  society  or  in  the  service  of  any  native 
State  under  the  protection  of  the  Crown.  So  that  an 
Indian  civil  servant,  for  instance,  would  get  the 
ordinary  right  to  reclaim,  but  an  Indian  merchant 
would  not? — That  is  so,  but  I am  not  sure  about  your 
pomt  there.  I am  not  sure  about  the  Indian 
civilian— whether  he  would  get  the  right  to  claim. 

1986.  What  it  states  here  under  section  26  is  this . 

‘ No  exemption,  abatement  or  relief  under  this  Act 
which  depends  wholly  or  partially  on  the  total  income 
of  an  individual  from  all  sources  shall  be  given 
to  any  person  unless  the  person  is  resident  in  the 
United  Kingdom,  provided  that  any  person  who  is  or 
lias  been  employed  in  the  service  of  the  Crown,  or 
who  is  employed  in  the  service  of  any  missionary 
society  abroad,  or  in  the  service  of  any  of  the  native 
States  under  the  protectorate  of  the  British  Crown 
and  then  various  other  things  shall  be  entitled  to 
any  exemption,  abatement  or  relief  to  which  he  would 
be  entitled,”  and  so  on? — Then  it  is  very  evident  that 
these  people  are  exempt  from  it. 

1987.  So  thaA  it  extends  chiefly  to  people  trading  in 
India?— Yes,  evidently  it  does.'  If  those  people  are 
exempt  from  it,  then  the  others  come  under  the 
ordinary  rule,  merchants,  assistants,  engineers  all 
civilians  except  those  who  are  under  the  Crown.  ’ 

1988.  Mr.  Armitag e-Smith : It  was  a presupposition 
of  your  evidence  that  it  is  desirable  for  capital  to  flow 
to  India.  Do  you  not  think  it  possible  that  within 
the  next  10  ot  15  years  it  may  be  necessary  to  con- 
sider the  desirability  of  directing  capital  to  this 
country  rather  than  encouraging  it  to  flow  from  this 
country  to  other  places?— No,  I do  not. 
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1989.  Mr.  Synnott : As  regards  the  locality  where 
profit  is  earned,  I wish  you  would  consider  that 
question  carefully;  because  the  illustration  that  was 
put  to  you  just  now  about  an  exporting  house  from 
England,  making  profits  in  England  by  English  ex- 
ports, was  put  to  Sir  Frederick  Young  and  he  held 
that  that  was  Colonial  income.  You  suggested  just 
now  that  the  test  of  locality  of  earning  profit  was  the 
place  where  the  goods  were  originally  produced;  but 
i would  like  you  to  consider  that  generally — because 
your  case  is  only  part  of  the  general  case — as  to 
whether  you  would  come  to  some  agreement  as  to  what 
that  means;  because  I put  the  case  to  Sir  Frederick 
Young,  and  he  said  that  in  such  a case  that  would  be 
Colonial  profit,  because  the  goods  were  sold  in  the 
Colonies  and  the  money  paid  there.  I will  not  pursue 
it  further  but  suggest  to  you  that  it  is  a very  im- 
portant question.  May  I ask  you  whether  most  of 
those  big  houses  that  you  spoke  of  were  importing 
houses  or  exporting  houses — I mean  the  houses  who 
threatened  to  go? — Both;  chiefly  export. 

1990.  You  see  therefore  on  your  principle  one  set 
of  houses  would  be  relieved  and  the  other  would  not 
if  your  change  in  the  law  was  made? — But  my  con- 
tention is  that  if  you  export  goods  from  this  country 
the  manufacturer  makes  his  profit  and  he  returns  it  in 
the  Income  Tax.  If  the  receiver  of  the  goods  in 
India,  for  instance — I am  only  talking  about  India — 
makes  a profit  on  those  things  he  has  to  return  that 
in  his  Income  Tax. 

1991.  Yes,  but  under  the  present  system  he  pays 
two  Income  Taxes;  that  is  your  grievance,  is  it  not? 
— Yes,  but  that  is  not  connected  really  with  produce ; 
that  is  companies  and  stocks  and  shares. 

1992.  I am  speaking  of  companies  who  deal  in  pro- 
duce. I think  I have  made  the  point? — Quite. 

1993.  Now  as  regards  want  of  capital.  You  do  not 
suggest  that  the  hoarding  that  takes  place  in  India, 
which  prevents  the  circulation  of  capital,  has  any- 
thing to  do  with  the  subject  of  Income  Tax? — No. 

1994.  That  may  be  due  to  the  Double  Income  Tax? 
— I only  say  that  that  system  deprives  the  country  of 
capital  that  otherwise  would  be  available  for  it. 

1995.  You  know  the  origin  and  the  object  of  the 
section  in  the  Finance  Act,  1914.  It  was  to  prevent 
persons  escaping  the  Income  Tax  altogether,  or  pay- 
ing Income  Tax  at  a low  rate,  on  money  sent  out 
from  this  country  for  investment  in  other  countries. 
You  say  the  Income  Tax  in  India  is  low  now? — Yes. 

1996.  Is  there  a danger  that  persons  protected  by 
that  low  rate  of  Income  Tax  in  India  would  send 
money  out  to  be  invested  there  to  avoid  the  English 
Income  Tax? — But  they  cannot  avoid  the  English 
Income  Tax.  You  mean  if  the  double  tax  was  done 
away  with? 

1997.  Yes.  I want  to  test  that  proposition.  You 
say  they  cannot  avoid  it  if  the  inoome  ultimately 
comes  here.  They  can  avoid  it  if  the  income  does  not 
come  here,  can  they  not? — Yes. 

1998.  Under  paragraph  19  (a)  you  say:  “British 
Income  Tax  be  only  levied  on  such  Indian  income  as 


has  been  remitted  to  this  country  during  the  finan- 
cial year.”  If  he  remits  it  two  or  three  years  after 
it  is  earned,  that  money  would  pay  no  Income  Tax? 

— Yes,  that  money  would  pay  Income  Tax.  All 
remittances  that  come  from  India  pay  Income  Tax, 
when  they  are  remitted.  It  would  come  into  the 
next  financial  year. 

1999.  “ British  Income  Tax  be  only  levied  on  such 
Indian  income  as  has  been  remitted  to  this  country 
during  the  financial  year”? — Any  financial  year. 

2000.  You  would  take  it  whenever  it  was  remitted? 
— Absolutely. 

2001.  Is  it  not  possible  that  that  money  could  be 
remitted  and  would  escape  the  Inland  Revenue  alto- 
gether? Was  not  that  done  before  the  Finance  Act, 
19i4? — I believe  it  was  done,  but  of  course  it  was 
not  "ight.  There  are  many  ways  that  you  could 
evade  the  Income  Tax;  you  could  buy  stocks  and 
shares  and  send  them  home,  in  the  old  days  when  the 
’•upee  paper  was  available  for  sale  here,  at  something 
like  the  equivalent  of  the  Indian  paper. 

2002.  Would  you  still  retain  the  proviso  in  the 
Finance  Act  that  a man  would  have  to  return  as  his 
income  profits  whether  received  or  not?  You  know 
that  is  the  law  now? — Yes. 

2003.  You  would  still  retain  that? — Yes,  I would. 
There  is  one  instance  that  may  be  of  interest  to  this 
Commission.  Take  the  oase  of  a resident  in  this 
country  who  has  shares,  we  will  say,  in  a tea  com- 
pany in  India.  There  is  no  Income  Tax  on  tea  in 
India.  But  that  resident  here  has  to  pay  the  whole 
English  Income  Tax  and  Super-tax  on  his  invest- 
ments in  tea,  for  which  he  gets  no  rebate  of  the 
Indian  Tax. 

2004.  I quite  appreciate  your  point  about  the 
returned  Indian  investing  his  money  in  India,  which 
I quite  agree  he  could  probably  do  with  advantage  to 
himself  and  to  the  Empire ; but  I only  want  to  put  this 
case  that  you  yourself  have  put.  It  is  paragraph  12 : 
“If  he  ” — that  is  the  Chancellor  of  the  Exchequer — 
“ had  in  mind  the  case  of  a man  who  had  lived  all  his 
life  in  Britain,  enjoying  an  income  exceeding  his  ex- 
penditure, and  seeking  to  escape  British  tax  on  his 
surplus  income  by  investing  it  in  India  or  elsewhere 
abroad,  then  this  measure,  by  bringing  such  income 
within  the  net,  would  no.  doubt  justly  deprive  such 
investor  of  an  unfair  immunity  from  taxation.”  You 
do  not  think  there  is  any  danger,  under  your  system, 
of  an  English-domiciled  Englishman  escaping  just 
taxation  by  investing  in  India? — No,  I do  not. 

2005.  Mr.  Walker  Clark  : You  have  mentioned  tea 
and  cotton.  Would  your  remarks  equally  apply  to 
engineering  firms  in  India,  and  exporters  of  engineer- 
ing machinery,  tools  particularly? — If  that  company 
was  a limited  company,  of  course  it  comes  under  the 
same  thing. 

2006.  And  private  firms  equally? — Yes. 

2007.  Chairman  : Have  you  anything  further  to  say, 
Sir  Charles? — Nothing,  my  lord. 

2008.  We  arc  very  much  obliged  to  you  for  giving  us 
your  evidence. 


Mu.  William  Mosentiial  and  Mu.  JuLirs  Auerbach,  called  and  examined. 


Mr.  Mosenthal  handed  in  the  following  statement  as 
his  evidence-in-chief  : — 

2009.  Proof  of  evidence  to  be  given  by  Mr.  William 
Mosenthal,  of  the  firm  of  Mosenthal,  Sons,  & Co.,  72, 
Basinghall  Street,  in  the  City  of  London,  on  behalf 
of  his  firm,  Messrs.  Dyer  & Dyer,  Ltd.,  E.  W.  Tarry 
& Co.,  Ltd.,  and  Dreyfus  & Co.,  Ltd.,  being  four 
firms  who  carry  on  the  business  of  purchasing  goods 
in  this  country  for  export  to,  and  resale  in,  South 
Africa,  and  the  purchase  and  export  from  Smith 
Africa  of  that  country’s  produce. 

2010.  (1)  I am  senior  partner  of  Messrs.  Mosenthal, 
Sons,  & Co.,  and  have  had  very  many  years’  experi- 
ence of  this  class  of  business  and  am,  therefore,  well 
able  to  speak  as  to  the  conditions  under  which  its 
business — as  also  that  of  the  firms  mentioned  above — 
is  carried  on. 

2011.  (2)  All  the  above  firms  have  been  established 
in  this  country  for  a long  time,  lit  the  bulk — in  fact, 


almost  the  whole  of  the  profits — is  derived  from  com- 
mercial operations  in  South  Africa. 

2012.  (3)  Our  London  houses  are  established  mainly 
for  buying  purposes,  and  to  promote  the  sale  in  South 
Africa  of  British  manufactures  and  products,  and  the 
marketing  of  South  African  products  in  this  and 
other  countries. 

2013.  (4)  The  profits  made  in  South  Africa,  over 
and  above  the  amount  required  to  pay  dividends  or 
to  provide  for  partners’  drawings,  are  not  brought 
to  this  country  but  are  invested  in  South  Africa  for 
the  further  development  of  our  business. 

2014.  (5)  Although  almost  the  whole  of  the  trade 
of  these  concerns  is  carried  on  in  South  Africa,  they 
are  liable— by  reason  of  the  fact  that  they  are  either 
companies  registered  in  this  country  or  firms  with 
the  actual  control  in  this  country — to  the  incidence  of 
British  Income  Tax  and  Excess  Profits  Duty,  even 
upon  the  profits  which  are  hot  brought  tvr  this 
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oountry  in  addition  to  similar  duties  imposed  by  tbe 
Government  of  South  Africa. 

2015.  (6)  The  following  are  the  maximum  rates 
chargeable  against  such  profits:  — 

British  Duties: 

Income  Tax — 6s.  in  the  £. 

Excess  Profits  Duty — 80  per  oent. 

South  African  Duties : 

Income  Tax — Is.  to  2s.  in  the  £. 

Excess  Profits  Duty — 25  per  cent. 

Dividend  Tax  on  amount  distributed  in  divi- 
dends by  companies — Is.  in  the  £. 

These  figures  are  exclusive  of  Super-tax. 

2016.  (7)  It  is  obvious  that  such  a burden  on  any 
business  must  cripple  enterprise  and  initiative.  It 
is  impossible  to  take  any  ordinary  business  risks  when 
all  the  loss  is  borne  by  the  merchants  and  a very 
■arge  percentage  of  the  profits  is  shared  between  the 
Government  of  Great  Britain  and  South  Africa. 

2017.  (8)  It  is  recognized  that  some  relief  has  been 
given  under  the  Finance  Act  of  the  United  Kingdom, 
out  this  is  only  temporary  and  does  not  affect  the 
situation  that  Income  Tax,  Super-tax  and  Excess 
Profits  Duty  have  to  be  paid  twice  on  the  same  income. 

2018.  (9)  On  the  other  hand,  companies  which  are 
registered  in  South  Africa,  or  partnerships  with  the 
control  in  South  Africa  carrying  on  the  same  class  of 
business,  are  only  liable  to  South  African  taxation, 
and  any  person  interested  in  any  such  partnership  is 
only  liable  to  be  assessed  on  profits  actually  brought 
over  to  this  country.  The  companies  and  firms  which 
I represent  cannot  in  these  circumstances  compete 
with  houses  which  are  so  established  and  which  are 
so  much  more  lightly  taxed.  Even  should  Excess 
Profits  Duty  be  eventually  abandoned,  the  difference 
in  Income  Tax  is  in  itself  sufficient  to  render  it  im- 
possible to  compete  with  these  firms  on  an  equitable 
basis. 

2019.  (10)  It  may  be  said  that  it  is  possible  for 
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the  firms  concerned  to  avoid  double  taxation  either 
by  removing  their  business  from  this  country  and 
registering  in  South  Africa,  or  so  to  change  their 
constitution  that  the  actual  control  is  in  South  Africa 
and  not  in  this  country,  so  that  only  profits  remitted 
to  this  country  would  be  liable  to  English  Income  Tax, 
Super-tax  and  Excess  Profits  Duty.  Apart,  however, 
from  the  natural  desire  to  continue  business  in  this 
country,  the  removal  of  the  businesses  in  question 
to  South  Africa  would  not  only  be  a loss  of  legitimate 
revenue  to  this  country,  but  would  necessitate  the 
disturbance  of  our  buying  houses  here,  by  means  of 
which  close  touch  is  kept  between  the  South  African 
markets  and  the  British  manufacturer — a fact  which 
could  not  fail  to  be  detrimental  to  the  interchange 
of  trade  between  Great  Britain  and  South  Africa, 
more  especially  in  view  of  the  keen  competition  by 
Japanese  and  American  houses  which  is  now  in 
evidence. 

2020.  (11)  Apart  from  this  fact,  the  very  nature 
of  our  businesses  is  such  that  the  bulk  of  the  profit 
is  in  paper,  which  is  represented  by  increased  stocks 
and  outstanding  debts  which  are  not  realized  in  cash, 
as  is  the  case  in  a large  number  of  instances  here, 
whereas  the  tax  has  to  be  paid  in  cash.  This,  in 
course  of  time,  will  not  only  cripple  the  liquid  reserves 
of  any  business  and  prevent  extension,  but  even  neces- 
sitate the  curtailment  of  existing  business. 

2021.  (12)  In  my  view,  profits  earned  in  the  Over- 
seas Dominions  should  not  be  subject  to  taxation  here, 
or  alternatively,  only  such  profits  as  are  remitted  to 
this  country  should  be  liable  to  English  taxation  and 
then  at  the  higher  rate  of  taxation  payable  in  the 
two  countries,  the  respective  Governments  arranging 
between  themselves  how  the  tax  so  arrived  at  should 
be  collected  and  divided. 

2022.  (13)  If  neither  of  these  views  is  acceptable, 
then  I would  suggest  that  the  taxpayer  should  pay 
either  British  or  the  Colonial  rate,  whichever  is  the 
higher,  on  the  whole  income,  and  that  the  amount 
so  collected  should  be  allocated  by  arrangement  be- 
tween the  respective  overnments. 
evidence-in-chief.] 


2023.  Chairman:  You  are  coming  this  morning, 
Mr.  Mosenthal,  to  give  evidence  against  the  Double 
Income  Tax,  are  you  not? — (Mr.  Mosenthal ) : Yes. 

2024.  We  have  your  statement  here;  it  is  not  a very 
.ong  one.  Perhaps  you  would  like  to  take  the  points 
in  your  own  statement,  and  make  out  your  case? — 
1 understand  you  wish  me  to  deal  with  the  specific 
points  that  I have  brought  forward,  and  if  necessary 
to  amplify  them? 

2025.  Yes;  that  is  the  case. — I think  the  preliminary 
paragraph  scarcely  calls  for  any  comment  on  my  part. 
1 think  the  paragraph  that  I might  deal  with  is  my 
4th  paragraph: — “ The  profits  made  in  South  Africa, 
over  and  above  the  amount  required  to  pay  dividends 
cr  to  provide  for  partner’s  drawings,  are  not  brought 
to  this  country,  but  are  invested  in  South  Africa  for 
the  further  development  of  our  business.”  My  view  in 
connection  with  this  is  that  if  firms  or  companies  are 
prepared  to  use  their  surplus  profits  for  extending 
their  business  in  South  A_frica,  instead  of  remitting 
them  to  this  country  or  perhaps  spending  them  or 
putting  them  into  outside  investments,  that  is  a direct 
advantage  to  Imperial  interests,  because  it  assists 
in  the  extension  of  trade.  It  is  scarcely  necessary, 
from  a business  point  of  view,  to  point  out  that  if  a 
business  is  to  be  extended,  it  is  also  necessary  to 
have  the  capital  in  proportion  to  carry  out  such  an 
extension.  For  instance,  we  are  always  urged  to 
secure  the  trade  which  Germany  had  in  the  past; 
and  rightly  so;  but  I personally,  fail  to  see  how  we 
are  to  add  to  our  initiative  and  increase  our  commit- 
ments if  we  have  not  a certain  amount  of  additional 
capital  to  enable  us  to  secure  that  business  which 
in  former  years  went  to  Germany;  and  I might  go 
further,  and  not  only  particularly  emphasize  Ger- 
many,  but  generally,  either  neutral  countries  or  other 
countries.  Our  object,  I think,  should  surely  be  to 
do  ate  much  trade  as  we  possibly  can  within  tht 
Empire  foi  the  general  benefit  of  those  concerned  in 
Empire  interests.  Therefore,  the  more  we  axe  handi- 
capped by  capital  which  is  taken  out  of  the  business 


or  is  not  available  for  that  purpose,  the  more  difficult 
it  becomes  for  us  to  carry  on  legitimate  extensions 
of  business ; and  in  fact,  as  things  ate  to-day,  although 
I admit  that  it  is  temporary  and  probably  due  to 
necessities  which  cannot  be  overcome,  the  taxation  is 
of  such  a nature  that  it  is  not  only  preventing  any 
legitimate  extension  of  one’s  business,  but  it  is 
actually  crippling  business  for  the  moment.  The  huge 
amounts  of  capital  which  are  taken  out  of  business 
makes  it  difficult  to  carry  on,  even  on  the  lines  that 
we  were  doing  previous  to  the  war. 

2026.  Nearly  every  country  is  in  that  position,  is  it 
not?— I will  not  go  so  far  as  that.  I think  as  far  as 
certain  businesses  are  concerned,  they  must  be  treated 
on  their  particular  merits.  I know  many  businesses 
here  in  this  country,  where  huge  profits  are  being 
made,  and  those  prouts  are  realized  profits  because 
they  are  able  to  trade  on  a more  or  less  cash  basis. 
They  sell  goods  or  they  undertake  certain  services 
for  which  they  are  paid  cash,  or  what  I say  is  the 
equivalent  to  cash,  within  a very  short  period  after 
the  business  has  been  transacted.'  But  the  nature  of 
the  business  in  South  Africa  is  such  that  we  have  to 
give  extended  credits,  and  the  profits  which  are  made 
are  not  actually  realized  profits;  they  are  really  paper 
profits,  from  the  mere  fact  that  the  bulk  of  the 
people  out  there  do  not  pa’y  cash ; very  often  it  is  an 
exchange  of  produce  for  goods;  and  there  is  great 
delay  in  securing  those  profits.  In  fact  I think  at  the 
present  moment  a business  does  not  even  earn  the 
profits  which  it  shows  on  paper,  and  on  which  it  has 
to  pay  Income  Tax,  because  we  cannot  yealize  these 
profits ; and  if  a business  were  to  be  liquidated  after 
having  made,  according  to  its  balance  sheet,  a certain 
profit,  in  the  course  of  liquidation  you  would  find 
that  the  capital  was  greatly  reduced.  It  is  simply  by 
carrying  on  a business  from  day  to  day,  and  from 
year  to  year,  that  you  secure  those  paper  profits. 

2027.  You  have  not  beeu  short  of  money,  have  you? 
—I  have  not  been  short  of  money  for  the  time  being, 
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because  I have  certain  liabilities  which  I have  not  yet 
met. 

2023.  Everybody  has  those? — Yes,  but  1 am  talking 
of  liabilities  running  into  huge  figures.  1 saw  this 
morning,  if  I may  say  so,  a report  of  a debate  in  the 
House  last  night,  where  the  statement  was  put  for- 
ward that  a great  amount  of  the  Excess  Profits  Duty 
had  not  been  collected,  for  the  simple  reason  thac 
those  who  owed  the  money  were  not  in  a position  to 
find  the  cash.  I think  the  remarks  that  I have  just 
made  cover  the  first  five  paragraphs  of  my  statement. 

As  regards  the  sixth  paragraph,  shewing  the  rates  of 
tax,  that  was  merely  put  in  as  information,  and  calls 
for  no  comment.  Those  are  the  facts  as  they  exist, 
and  1 wish  to  emphasize,  what  I have  already  said, 
that  these  enormous  payments  do  cripple  a business, 
and  put  one  in  an  invidious  position  as  compared 
with  firms  who  may  also  be  making  large  profits  but 
who  are  not  subject  to  the  Double  Income  Tax.  I 
have  also  in  paragraph  8 stated  that  we  recognize 
that  some  relief  has  been  given  under  the  1*  inance 
Acts  of  the  United  Kingdom;  but  that  is  only  of  a 
temporary  nature,  and  I submit  it  does  not  affect  the 
principle  at  issue.  Then  the  next  paragraph  deals 
with  either  companies  or  partnerships  which  exist  in 
South  Africa,  where  there  is  no  question  of  control 
from  this  side,  and  therefore  they  are  not  liable  to 
taxation.  That  is  a great  handicap  on  firms  who  have 
to  pay  the  Double  Income  Tax,  because  they  are 
making  good  profits  of  which  a much  smaller  pro- 
portion goes  to  the  Government,  and  therefore  they 
have  more  available  for  the  purpose  of  extending 
their  business;  and  the  competition  becomes  very 
much  keener  through  these  firms  gradually  becoming 
stronger  from  a financial  point  of  view,  whereas  those 
who  are  paying  the  Double  Income  Tax  are  becoming 
weaker.  I am  talking  now  from  the  point  of  view  of 
the  liquid  cash  available  in  a business. 

2029.  Whom  do  you  mean  by  those  people — in  what 
country? — I mean  any  firm  that  is  established  in 
South  Africa  and  has  not  got  a London  office  of  such 
a nature  that  it  can  be  brought  under  the  United 
Kingdom  Income  Tax  by  proof  of  control.  You  have 
to  prove  that  the  South  African  company  is  con- 
trolled by  the  London  house,  or  the  British  house. 
Those  firms  are  not  subject  to  tax  here;  therefore, 
as  I have  explained,  they  financially  grow  stronger 
year  by  year,  whereas  we  others  remain  stationary, 
or  may  even  go  back.  There  is  no  reason  why  a great 
number  of  the  firms  established  in  London  should 
retain  their  London  offices.  If  I may  talk  from  my 
own  personal  experience,  my  London  office  is  not 
necessary  for  the  carrying  on  of  my  business.  My 
firm  has  been  established  here  for  a great  number  of 
years,  and  we  have  always  lived  here,  and  we  desire 
to  continue  to  live  here,  if  possible;  but  if  the 
incidence  of  taxation  is  such  that  we  cannot  bear  it 
any  more,  then  the  question  resolves  itself  into  this : 
either,  if  you  have  sufficient  capital,  you  can  retire 
from  business  and  live  on  your  income,  or  you  have  to 
take  6teps  whereby  you  are  in  the  position  not  to 
have  to  pay  the  British  Income  Tax;  that  is,  to 
remove  your  London  office. 

2030.  Is  it  as  serious  as  that? — I assure  you  I am 
talking  from  my  own  individual  experience,  and  I 
think  I may  speak  for  the  firms  who  are  grouped  with 
me ; it  is  so,  because  at  the  present  moment  the  taxa- 
tion that  we  have  to  pay  is  gigantic.  We  have  also 
always  got  to  remember  that  whereas  we  are  working 
on  a profit  and  loss  basis,  if  our  business  does  not 
prosper,  or  if  we  enter  into  certain  business  tran- 
sactions which  prove  disastrous  or  leave  us  certain 
losses,  we  have  to  bear  the  full  brunt  of  that ; but 
whatever  profits  we  make,  if  I may  put  it  so,  the 
Income  Tax  authorities  are  our  partners  in  those. 

2031.  I do  not  want  to  ask  you  a personal  question 
at  all,  but  have  not  the  profits  been  very  large? — It 
all  depends  on  what  you  mean  by  large.  During 
the  years  that  I have  been  connected  with  South 
Africa,  we  have  had  very  good  years  at  times;  on  the 
other  hand,  we  have  had  very  bad  years ; but  I should 
think  if  you  took  an  average  period  of  years,  the  pro- 
fits would  certainly  not  be  larger  than  in  any  large 
business,  established  either  here  or  elsewhere.  We  are 
not  in  the  position  of  being  able  to  make  excessive 


profits.  The  idea  may  be  abroad  that  people  con- 
nected with  South  Africa  make  enormous  Bums  of 
money,  because  one  hears  of  the  enormous  amount  of 
profit  made  by  what  are  called  the  mining  magnates. 

But  speculation  in  gold  or  diamond  shares,  or  in 
mineral  shares  of  any  sort,  or  even  in  land,  for  the 
matter  of  that,  is  not  exactly  analogous  to  making 
your  profits  out  of  a merchant’s  business. 

2032.  Only  I have  seen  one  or  two  balance  sheets 
within  the  last  three  years,  which  show  that  they  are 
very  well  able  to  pay  a Double  Income  Tax. — Not 
a trade  concern? 

2033.  Yes,  a trade  concern. — Connected  with  South 
Africa? 

2034.  Yes.  connected  with  South  Africa. — Well,  I 
tell  you  my  view  is  that  as  far  as  our  business  is  con- 
cerned, from  the  point  of  view  of  merchants  only,  the 
profits  are  not  such  as  to  permit  of  that.  I express  it 
still  more  strongly  than  that.  If  I knew  that  this 
system  was  to  be  perpetuated,  I should  not  be  able  to 
continue  my  business  in  London  on  the  same  lines. 

I ortunate'.y,  I have  not  got  to  the  point  of  having  to 
consider  whether  I should  retire  or  whether  I should 
have  to  remodel  my  business ; but  I have  got  as  a 
foundation  for  my  statement  that  under  existing 
taxation,  it  would  be  quite  impossible  for  me  for  any 
length  of  time  to  hope  to  be  able  to  carry  on  my 
business  successfully;  because  apart  from  everything 
else,  the  extra  charges  and  the  gradual  dwindling 
down  of  my  capital  and  my  resources  would  put  me 
out  of  court  in  competition  with  merchants  out  there 
who  do  not  have  to  pay  this  very  heavy  taxation. 

2035.  That  is  a very  important  point.  Now  will 
you  please  proceed? — I think,  with  all  due  respect, 
what  I have  said  so  far — and  I must  apologise  if  1 
have  been  speaking  at  too  great  a length— really 
covers  all  I have  to  say,  as  far  as  my  evidence  is  con- 
cerned ; and  we  come  to  the  point  of  how  this  question 
of  Double  Income  Tax  is  to  be  dealt  with. 

2036.  Do  you  think  there  has  been  a real  hardship 
and  that  the  Double  Income  Tax  has  prevented  trade 
in  South  Africa?— Yes,  that  is  my  opinion. 

2037.  I like  to  hear  what  you  have  been  telling  us; 
it  is  rather  out  of  the  ordinary  way.  You  may  be 
able  to  tell  us  something  we  should  not  get  anywhere 
else.  Have  you  any  other  points  to  put  before  the 
Commission ; do  you  want  to  add  anything  to  what  you 
have  said?— I do  not  think  there  are  any  other  points 
to  add'  to  what  I have  said,  except  that  I wish  to 
emphasize,  as  strongly  as  I can,  that  perpetuating 
this  Double  Income  Tax  must,  to  my  mind,  not  only 
seriously  affect  individual  interests,  but  must  affect 
the  interests  of  the  community  as  a whole ; and  that  as 
the  prosperity  of  this  country  is  dependent  to  a great 
extent  upon  its  export  trade,  nothing  should  be  done 
to  handicap  that  trade  beyond1  what  it  can  legiti- 
mately bear.  Otherwise,  as  I say,  people  will  be  com- 
pelled to  take  other  measures;  and  once  you  sever 
your  connection  with  your  country  and  you  domicile 
yourself,  as  I would  for  instance,  in  South  Africa, 
to  a certain  extent  after  a course  of  time  sentiment 
disappears;  and  whereas  with  a London  office  my( 
efforts  are  always  to  get  all  business  to  pass  through 
London,  once  I am  not  any  longer  in  London,  the 
sentimental  feeling  gradually  disappears,  and  then  the 
commercial  aspect  of  the  question  comes  to  the  sui- 
face,  and  if  one  does  not  do  so  oneself,  those  connected 
with  one,  who  have  to  live  out  of  the  business,  say: 

“ Our  principle  must  be  to  buy  in  the  cheapest  market 
without  consideration  to  any  interest  but  our  own, 
from  a purely  commercial  point  of  view. 

2038.  Mr.  Kerly : Do  I understand  that  your,  busi- 
ness is  a combined  business,  buying  and  selling  in 
.South  Africa,  and  also  selling  and  buying  in  Eng- 
land?—My  business  consists  in  buying  goods  pre- 
ferably in  this  country,  but  all  over  the  world,  for 
shipment  to  South  Africa,  and  for  sale  in  South 
Africa.  Against  those  goods,  I very  often  get  pro- 
duce consigned  instead  of  cash ; therefore,  part  of 
my  business  out  there  is  to  sell  produce,  and  I also 
employ  my  London  office  to  try  to  secure  orders  from 
manufacturers  or  traders  on  this  side  for  the  pur- 
chasing of  produce  in  South  Africa. 

2039.  Then  I was  right;  to  some  extent,  at  any 
rate,  and  perhaps  in  greater  part,  it  is  a combined 
business  done  partly  here  and  partly  in  South  Africa  ? 
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— Certainly,  part  of  the  business  has  to  be  done  here ; 
but  the  point  that  I wish  to  make  is  that  to  do  that 
business  here  in  London  it  is  not  necessary  for  me 
to  have  an  office  here. 

2040.  I follow  that,  and  I will  return  to  that  in  a 
moment.  I have  put  to  you  that  question  because 
we  have  had  suggestions  from  other  people  about 
Doubie  Income  Tax,  and  I do  not  think  they  would 
meet  your  case  at  all.  For  instance,  it  has  just  been 
suggested  by  another  witness  that  British  taxation 
at  source  on  British  companies  operating  in  a Colony, 
which  did  not  trade  here,  should  be  abolished.  That 
would  not  help  you  a bit,  because  you  trade  both  here 
and  in  South  Africa? — Yes,  I do. 

2041.  Whatever  arrangement  is  made  to  meet  your 
case  would  have  to  be  by  collecting  the  Income  Tax 
either  here  on  behalf  of  both  countries,  or  in  South 
Africa  on  behalf  of  both,  and  dividing  it  upon  some 
basis  agreed  between  South  Africa  and  the  home 
country? — If  Income  Tax  has  to  be  paid  in  this 
country  on  profits  which  are  earned  in  South  Africa 
and  not  remitted  here,  then  I agree  that  there  must 
be  some  understanding  between  the  Union  Govern- 
ment in  South  Africa  and  the  Imperial  Government 
as  to  where  the  tax  is  to  be  collected;  and  how  it  is 
to  be  aliocated  between  the  respective  Governments. 

2042.  Would  it  be  a sufficient  provision  for  the 
hardships  you  feel  if  the  rule  were  as  before  1914, 
by  which  profits  paid  Income  Tax  only  when  they 
were  remitted  to  this  country.  Would  that  help 
you? — It  would  be  an  amelioration,  but  whether  it 
would  satisfy  me,  I doubt. 

2043.  It  would  not  apply  at  all  if  the  control  of 
your  firm  was  in  this  country;  and  I gather  that 
that  is  the  case? — 1 do  not  know  that  it  does  not 
apply  if  the  control  is  here.  I have  not  the  Act 
before  me,  but  what  I always  understood  was  that 
before  that  Act,  as  long  as  profits  were  not  remitted 
to  this  country,  you  were  not  liable  to  tax. 

2044.  I suggest  to  you  that  if  the  control  of  the 
film  was  in  this  country,  the  whole  of  the  money  was 
taken  to  be  earned  here,  and  you  were  Liable  to  pay, 
not  only  on  profits  remitted  here,  but  upon  the  whole 
of  the  profits?— Not  prior  to  that  Act. 

2045.  Y’ou  think  not? — That  is  the  impression  I am 
under,  but  I do  not  profess  to  know  the  Act 
thoroughly. 

2046.  You  suggest  that  you  could  get  out  of  your 
difficulty  by  abolishing  your  London  office?— Yes. 

2047.  The  critical  question  is  not  whether  you  have 
a London  office,  but  whether  the  business  is  wholly 
or  partly  carried  on  in  England,  is  it  not?— By 
abolishing  my  office,  I mean  the  purchase  of  goods 
here.  My  South  African  firm  can  appoint  an  agent 
here,  who  would  charge  commission  for  the  purchase 
of  goods,  and  his  purchasing  these  goods  for  me  would 
not  make  him  liable  to  pay  Income  Tax. 

2048.  Not  at  all,  but  where  do  you  propose  that  the 
people  controlling  your  South  African  firm  should 
live?— I propose  that  the  people  who  control  it  should 
have  their  domicile  in  South  Africa. 

2049.  And  residence? — They  could  reside  where  they 
liked.  In  my  instance,  my  domicile  would  Do-  in 
South  Africa,  but  that  does  not  necessarily  mean  that 
I should  permanently  reside  in  South  Africa;  I should 
take  the  liberty  of  coming  to  Europe  occasionally. 

2050.  And  residing  in  England  not  more  than  six 
months  in  the  year  ? — I do  not  think  I should  answer 
that  question,  sir. 

2051.  There  is  no  difficulty.  The  Act  explains  that 
that  is  what  you  must  do.  You  suggest  that  the  con- 
sequence of  that  would  be  that  your  firm,  either 
immediately  or  in  course  of  time,  would  be  less  in- 
clined to  do  trade  in  this  country,  if  they  could  get 
the  results  more  cheaply  by  buying  and  selling 
elsewhere?— Yes;  it  seems  to  me  that  that  is  the 
natural  sequence.  You  must  not  forget  that  the 
people  who  are  conducting  my  business  in  South  Africa 
are  either  South  African  born,  or  have  lived  there  so 
many  years  that  they  are  imbued  with  all  South 
African  ideas,  and  they  are  there  to  make  money; 
and  these  men  will  argue : “ You  employ  me,  and  my 
business  is  to  make  as  much  money  as  I can ; therefore 
I must  buy  the  goods  as  cheaply  as  I can.”  That 
view  is  encouraged  by  the  South  African  Government, 


because  when  one  discusses  this  question,  as  I have 
had  the  opportunity  of  doing,  with  Ministers  out 
there,  one  gets  a very  simple  answer:  “ Why  do  you 
not  oorne  and  live  iu  South  Africa?  You  do  your 
business  here,  and  it  is  a beautiful  country ; come  and 
live  here,  and  then  there  is  no  more  trouble  about 
the  matter.” 

2052.  Is  the  competition  which  you  complain  of, 
from  rivals  who  do  not  have  to  bear  a Double  Inoome 
Tax,  limited  to  firms  settled  in  South  Africa,  or  does 
it  extend  to  foreign  firms? — It  extends  to  all  classes 
of  firms. 

2053.  Theoretically,  yes,  but  I want  to  know  practi- 
cally ; up  to  now  have  you  only  had  to  meet  South 
African  firms?— Prior  to  the  war  there  were  certain 
firms  with  German  connections  that  were  very  serious 
competitors. 

2054.  Did  they  pay  no  home  Income  Tax? — I did 
not  look  into  their  affairs.  I do  not  know  whether 
they  did.  Probably  if  the  partners  lived  here,  they 
would  have  had  to  pay  something. 

2055.  Just  a single  question  on  what  may  be  a 
transitory  matter.  Most  of  the  South  African  firms 
doing  businesses  similar  to  your  own,  have  been  mak- 
ing excess  profits  ?— Yes,  I agree  with  that. 

2056.  I think  I have  had  an  opportunity  of  hearing 
about  them  elsewhere.  They  made  an  application? — 
Yes.  Of  course  we  are  going  on  to  somewhat  different 
ground  there.  An  application  was  made  pointing 
out  that  the  excess  profit  was  not  due  entirely  to  the 
war ; there  was  the  natural  growth  of  business. 

2057.  Sir  J.  Harmood-Banner : Do  you  know  the 
nature  of  the  business  conducted  by  Messrs.  “ X ”?— 
No. 

2058.  I think  I am  explaining  it  rightly  when  I say 
that  their  method  is  to  appoint  an  agent  in  this 
country,  through  whom  all  their  business  is  done, 
and  the  only  Income  Tax  they  pay  is  on  a salary 
paid  to  their  agents,  and  the  whole  of  the  profits  go 
abroad.  That  is  what  you  suggest  you  would  be  able 
to  do  in  case  you  did  not  get  any  satisfactory  arrange- 
ment?— That  is  exactly  the  position  which  I oould 
easily  take  up. 

2059.  Mr.  Bowerman : Is  that  so : that  they  will 
only  pay  Income  Tax  on  the  salaries  paid  to  their 
agents? 

2060.  Chairman : That  can  be  done ; it  is  an 

evasion,  really,  but  I think  it  is  done. 

2061.  Mr.  Bowerman:  I thought  the  Act  of  Parlia- 
ment was  altered  in  order  to  cover  that. 

2062.  Chairman : We  shall  have  that  matter  before 
us ; it  will  come  up  on  evasions. 

2063.  Mr.  McLintock : In  paragraph  11  of  your 
statement,  you  say : “ Apart  from  this  fact,  the  very 
nature  of  our  business  is  such  ”,  and  so  on.  Are  you 
referring  there  to  Income  Tax,  or  to  Income  Tax  plus 
Excess  Profit  Duty  in  the  two  countries? — As  regards 
this  particular  paragraph,  it  refers  to  Income  Tax, 
but  the  position  is  strengthened,  from  my  point  of 
view,  if  I had  to  add  on  to  it  the  Excess  Profit  Duty 
as  well.  It  makes  it  still  more  difficult  for  me. 

2064.  You  there  deal  with  the  question  of  your 
profits  being  locked  up  in  stocks  and  debts,  which  is 
common  to  all  businesses  to-day,  and  you  complain 
of  the  heavy  burden? — Yes. 

2065.  You  do  not  refer  to  excess  profits  there? — 
Not  particularly  there;  it  does  not  affect  the  ques- 
tion; but  with  regard  to  this  matter,  where  you  say 
stocks  and  outstandings  apply  to  every  business,  I 
say  of  course  they  do,  but  there  is  always  a question 
of  degree.  In  the  particular  class  of  business  done 
in  South  Africa,  we  have  to  give  much  more  extended 
credits — and  open  credits;  that  is,  you  get  no 
security  against  them,  and  you  have  to  wait  much 
longer  for  your  monej'  than  in  countries  where  busi- 
ness has  been  longer  established. 

2066.  In  the  South  African  duties  which  you  refer 

to  here,  you  give  the  rate  of  Income  Tax  as  Is.  to  2s., 
and  then  you  refer  to  Dividend  Tax  on  amounts  dis- 
tributed in  dividends  by  companies,  Is.  in  the  £? 

Yes. 

2067.  I take  it  the  Is.  on  dividends  is  for  companies 
registered  in  South  Africa? — This  Dividend  Tax  on 
companies  is  collected  irrespective  of  where  the  com- 
pany may  be  registered.  It  is  on  the  dividends. 
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2068.  Paid  where ? — It  does  not  matter  if  it  is  a 
British  company  trading  with  South  Africa  or  not. 

2069.  Let  us  take  the  case  of  a British  company 
carrying  on  business  in  South  Africa,  and  a certain 
amount  of  profit  comes  into  the  English  company's 
accounts,  and  out  of  that  they  pay  a dividend,  we 
will  say,  to  British  shareholders  alone.  Does  the 
South  African  Government  collect  a tax  on  that 
dividend? — The  South  African  Government  collects 
the  tax  on  profits  made  in  South  Africa  in  proportion 
to  the  total  made  by  the  company;  they  thus  collect 
on  the  South  African  profits. 

2070.  Can  you  tell  me,  in  the  case  I have  given 
you,  which  is  not  an  uncommon  case — a British 
limited  company  carrying  on  business  in  South  Africa, 
which  pays  a dividend  to  its  shareholders  in  this 
country  out  of  the  profits  made  in  South  Africa  and 
remitted  to  this  country — what  tax  does  the  South 
African  Government  impose  on  that  company? — That 
is,  as  I have  stated  here,  the  Dividend  Tax  of  Is. 

2071.  Then  is  that  all  the  tax  that  you  pay  in 
South  Africa  in  respect  of  these  profits? — No.  I 
have  pointed  out  that  there  is  the  Income  Tax  as  well. 

2072.  But  they  do  not  tax  both  your  total  profits 
in  South  Africa,  and  then  put  an  additional  tax  of 
Is.  on  the  portion  of  them  that  happened  to  be  paid 
in  dividends? — It  is  in  this  way.  They  differentiate 
between  a private  firm  and  a company,  and  that  is 
why  I put  the  Income  Tax  as  Is.  to  2*.  in  the  £. 
Where  a company  would  pay  Is.  Income  Tax,  a private 
firm  would  pay  2s.,  so  as  to  equalize  the  Dividend  Tax 
which  the  company  pays.  I have  got  hero:  " Income 
Tax  Is.  or  2s.  in  the  £.”  The  Income  Tax  is  levied 
whether  you  are  a private  firm  or  whether  you  are 
a limited  company. 

2073.  On  the  total  taxable  profit? — On  the  taxable 
profits,  yes. 

2074.  Earned  in  South  Africa? — Yes. 

2075.  Then  the  total  additional  burden  that  is 
thrown  on  a South  African  firm  who  have  their  head- 
quarters in  London,  may  be  Is.  to  2s.  in  addition 
to  the  British  tax.  You  suggest,  in  paragraph  12, 
that  you  should  only  be  liable  to  taxation  either  in 
South  Africa  or  in  this  country,  whichever  is  the 
higher.  I am  suggesting  that  the  additional  burden 
here  is  the  South  African  tax ; your  complaint,  living 
in  this  country,  is  that  the  additional  burden  is  the 
South  African  duty? — My  complaint  is  of  a general 
nature,  to  this  extent;  because  I live  in  this  country, 
and  I do  everything  I can  to  further  British  trade, 
I am  penalized  simply  because  my  business  is  being 
carried  on  in  South  Africa. 

2076.  To  the  extent  of  the  South  African  tax?-  - 
I have  not  gone  exactly  into  the  figures,  and  therefore 
I am  not  prepared  at  the  moment  to  commit  myself 
to  exactly  what  those  figures  are.  I can  only  go  on 
the  general  principle. 

2077.  I thought  you  had  given  us  the  figures  of  the 
existing  rates  of  tax  in  the  two  countries?- —Yes,  I 
have  given  you  the  existing  rates  of  tax. 

2078.  And  you  suggest  that  in  your  opinion  tRe 
profits  which  you  make  in  South  Africa  should  be 
taxed  either  at  the  higher  English  rate,  or  at  the 
South  African  rate,  if  it  is  higher  ?—  The  South 
African  rate  is  2s.  and  the  English  rate  is  6s. 

2079.  It  is  somewhere  between  Is.  and  2s.,  and.  the 
relief  you  want  is  the  South  African  rate? — Yes. 

2080.  You  make  another  suggestion  here  in  para- 
graph 12:  “In  my  view,  profits  earned  in  the 

Overseas  Dominions  should  not  be  subject  to  taxation 
here.”  Then  you  go  on  to  the  alternative?— Yes. 

2081.  Can  you  make  any  suggestion  as  to  how 
evasion  of  the  payment  of  duty  is  to  be  avoided  if 
your  proposal  here  were  adopted,  that  only  the  re- 
mitted profits  are  to  be  subject  to  taxation? — 1 do  not 
know  that  that  comes  within  my  province,  i should 
not  have  to  deal  with  it.  Unless  I know  all  the  ins 
and  outs  of  the  points  that  I am  dealing  with,  it  is 
rather  difficult  for  me  to  make  suggestions  as  to 
how  I am  to  take  measures1  to  circumvent  fraud. 

2082.  No ; it  may  be  a legal  evasion.  I am  not 
suggesting  it  is  a fraud  at  all. — I do  not  know  how 
steps  could  be  taken  to  evade  legally  under  that  pro- 
posal , but  I know  how  steps  can  be  taken  to  evade 
this  double  taxation. 

2083.  You  are  aware  that,  until  some  years  ago, 


profit  which  was  invested  abroad  and  left  abroad, 
was  not  subject  to  taxation  in  this  country?—  Yes. 

2do4.  .Let  us  take  the  case  of  an  individual  wno 
has  plenty  of  income  from  some  other  source  than 
South  Africa,  and  can  afford  to  leave  all  his  profits 
there.  You  suggest  that  he  pays  no  tax  whatever? — 
I suggest  he  pays  no  tax  whatever. 

20e>o.  Do  you  know  if  this  question  of  hardship  to 
a British  company  or  a British  firm  carrying  on 
business  in  ttouth  Africa  has  been  put  up  to  the 
Colonial  Government  in  South  Africa?—]  think  in 
my  previous  remarks  I have  mentioned  that  I have 
personally  done  everything  1 can  do  to  bring  it  before 
members  of  the  Government — not  in  an  official 
capacity,  but  talking  to  them  privately;  and  that  is 
the  answer  which  I invariably  got.  The  South  African 
Government  says:  “ We  are  concerned  in  securing 
taxation  for  our  own  country.  We  do  not  admit  that 
there  is  a hardship  beyond  this,  that  it  is  one  that 
you  can  remedy  yourselves,  and  which  we  would 
welcome  your  doing.  Come  and  live  out  here.  There 
is  no  need  to  live  in  England  and  submit  to  this  heavy 
taxation.  Come  out  here,  and  the  whole  question  is 
solved  from  your  point  of  view.”  That  is  the  answer 
I get. 

2086.  You  think  it  is  worth  at  least  2s.  in  the  £ in 
South  Africa  to  live  here;  because  that  it  what  it 
amounts  to? — I do  not  like  to  put  it  down  on  quiLe 
such  sordid  grounds  as  that. 

2087.  Mr.  Birley : You  suggested  that  one  of  the 
hardships  of  the  trade  in  South  Africa  was  that  you 
had  to  stand  out  of  your  money  for  so  long,  owing  to 
extended  credit? — Yes. 

2088.  I take  it  that  does  not  apply  to  all  the 
business  that  you  do.  You  get  some  of  it  approxi- 
mately for  cash? — Yes,  otherwise  we  could  not 
possjbly  carry  on. 

2089.  In  those  cases  I suppose  you  would  be  pre- 
pared to  give  a more  liberal  discount? — Yes,  that  is 
regularly  done. 

2090.  So  that  you  really  cover  yourselves  for  this 
extended  credit  by  a bigger  profit? — I cannot  say 
that,  exactly. 

2091.  You  give  a less  discount? — If  you  say  in 
providing  for  having  to  give  extended  credit  I am 
providing  for  loss  of  interest,  then  I would  be  in 
accord  with  you ; but  I do  not  make  a bigger  profit. 

2092.  You  cover  yourself  for  the  extra  cost? — Up  to 
a point,  but  that  does  not  do  away  with  my  difficulty. 
Jn  order  to  carry  on  my  business  I must  have  cash. 
It  is  no  advantage  to  me  if  I have  to  buy  goods  for 
cash  here  to  have  a customer  out  there  who  is  paying 
me  interest  over  six  months.  It  is  the  cash  I want 
to  get  in. 

2093.  Where  do  you  consider  that  you  make  you* 
profit?  Is  it  where  you  sell  the  goods?  You  buy 
goods  in  this  country  and  elsewhere,  and  you  sell  in 
South  Africa.  On  those  transactions,  do  you  con- 
sider you  make  all  the  profit  in  South  Africa? — The 
profit  that  I make  in  this  country  is  the  commission 
which  I charge  for  buying  goods. 

2094.  You  have  a house  of  your  own  here? — Yes. 

2095.  And  you  say  that  that  is  not  necessary  to 
you? — No,  it  would  not  be  necessary. 

2096.  If  you  had  not  a house  here,  would  you  not 
have  to  do  as  other  South  African  houses  do,  namely, 
pay  a commission  to  have  goods  bought  for  you? — 
Undoubtedly. 

2097.  And  by  your  having  your  own  house  you  save 
that  commission? — I do  not  save  it,  in  a way.  I 
make,  perhaps,  an  additional  profit,  because  in 
calculating  the  cost  of  the  goods,  the  commission 
charge  is  added  to  it. 

2098.  Do  you  not  have  the  work  done  better  because 
it  is  your  own  house? — I should  be  very  foolish  if  ! 
were  to  say  I did  not  think  I do. 

2099.  Is  not  that  making  some  of  your  profit  here, 
then?  In  a merchant’s  business,  where  it  is  a ques- 
tion of  buying  and  selling,  is  not  an  expert  buyer 
as  much  the  agent  in  making  that  profit  as  anyone 
else? — Yes,  but  any  amount  of  people  have  got 
expert  buyers  who  have  not  got  their  own  houses  in 
South  Africa. 

2100.  But  is  not  part  of  your  profit  made  on  your 
expert  buying? — Not  more  than  if  I was  to  appoint 
au  agent  here  who  was  an  expert  buyer. 

2101.  I put  it  to  you  that  a very  large  amount  of 
your  profit  is  made  by  your  buyer;  a very  large 
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amount  of  the  profit  on  those  goods  that  are  sold  in 
South  Africa  is  made  in  this  country? — I cannot 
agree  with  you  on  that  point.  For  one  reason,  if 
you  pay  a little  more  for  the  goods  here,  the  trans- 
port of  those  goods  is  so  heavy  to  South  Africa  that 
a fraction  more  paid  here  is  imperceptible  when  you 
work  the  cost  out  there. 

2102.  Mr.  Mackinder : You.  say  that  a very  general 
characteristic  of  your  trade  in  South  Africa  is  that 
you  have  to  give  long  credit? — Yes. 

2103.  I take  it  that  you  do  not  finance  the  whole 
of  that  credit  out  of  your  own  working  capital? — I 
finance  it  in  this  respect : That  I have  sold  the  goods, 
and  to  oarry  on  my  business  I must  have  capital  to 
make  further  purchases. 

2104.  But  I put  it  to  you  that  it  is  a very  usual 
thing  to  resort  to  other  help  in  order  to  finance  ? — 
Yes,  I might  admit  that  I have  to  do  so,  too. 

2105.  I want  to  ask  you  whether  you  consider  that 
you  can  get  that  help  for  financing  this  long  credit 
more  easily  here  than  you  could  in  South  Africa? — 
I can  answer  that  question  very  emphatically.  In 
South  Africa,  undoubtedly,  the  banks  know  exactly 
the  position  of  the  people  they  are  trading  with,  and 
if  a firm  is  of  any  repute  there,  they  are  only  too  glad 
to  give  them  facilities  to  increase  the  business. 


2106-2114.  [Evidence  of  a personal  nature  omitted.'] 

2115.  Then  you  are  saying  that  you  make  no  extra 
profit  on  the  long  credit? — I do  not  make  any  more 
profit  on  the  long  credit  than  I make  if  I sell  to  a 
man  for  cash;  and  if  I could  oarry  on  my  business  on 
a cash  basis  I should  far  prefer  to  do  so. 

2116.  That  is  a very  important  statement,  if  I may 
say  so. — It  is  not  that  I voluntarily  want  to  give 
these  long  terms.  It  is  from  the  very  nature  of  the 
business;  it  is  force  majeure.  If  I am  not  taking  up 
too  much  time,  I can  give  you  one  instance  of  how 
this  arises.  The  Boer  only  shears  his  sheep  twice  a 
year,  but  during  the  intervening  period  he  goes  to 
the  storekeeper  and  wants  things,  and  runs  up  an 
account  there  which  he  cannot  settle  until  his  clip 
comes  in.  Then  the  storekeeper  takes  his  clip  in 
exchange  for  what  he  owes  him,  or,  if  he  does  not 
owe  him  so  much  as  the  value  of  the  wool,  he  pays 
him  so  much  out  in  cash.  I have  to  wait  till  the 
storekeeper  gets  that  wool,  and  then  he  sends  it  down 
to  me,  and  when  it  is  sold  he  can  settle  his  acoount 
with  me. 

2117.  The  net  effect  is  that  you  tell  us  that  on  the 
giving  of  the  long  credit  you  make  no  separable 
profit? — No. 

2118.  There  only  remains  the  fourth  thing : the 
general  policy  of  the  firm;  and  that  is  in  your  brain, 
and  you  suggest  that  that  might  be  removed  to 
South  Africa? — Yes. 

2119.  Mr.  Walker  Clark : In  paragraph  4,  you  say : 

The  profits  made  in  South  Africa,  over  and  above 

the  amount  required  to  pay  dividends  or  to  provide 
for  partners’  drawings,  are  not  brought  to  this 
country,  but  are  invested  in  South  Africa  for  the 
further  development  of  our  business.”  If  that  were 
done  generally,  would  it  not  retain  the  whole  of  the 
profit  in  South  Africa? — It  would  retain  the  whole 
of  the  profit  outside  of  what  was  necessarily  remitted 
here  for  the  sustenance  of  whatever  party  may  be 
living  on  this  side. 

2120.  Therefore,  the  extension  of  the  trade  would 
be  an  extension  of  South  African  trade,  and  not  an 
extension  of  British  trade,  so  far  as  this  country  was 
concerned? — But  the  extension  of  the  South  African 
trade  is  helped  by  the  purchases  which  are  made  in 
this  country.  It  is  of  enormous  value  to  the  export 
trade  of  this  country. 

2121.  I do  not  deny  that  but,  still,  the  point  is 
that  it  is  a development  of  the  trade  of  South 
Africa?— Yes,  it  is  a development  of  the  trade  which, 
in  combination  with  the  trade  done  here,  is  to  their 
mutual  advantage. 

2122.  Mrs.  Knoxcles : You  say  you  buy  in  England 
and  sell  produce  here.  What  do  you  buy  here?  Is 
it  manufactures— generically,  I mean?— It  is  every 


class  of  goods  under  the  sun  that  you  could  mention. 
The  business  in  South  Africa  is  not  of  such  a nature 
that  you  can  specialize.  In  other  Overseas  Dominions 
you  might  find  one  firm  devotes  itself  to  soft  goods, 
another  firm  devotes  itself  to  groceries  and  oil  stores 
and  that  sort  of  thing,  and  another  firm  to  hardware. 
But  the  nature  of  the  business  in  South  Africa  is 
that  the  large  firms  deal  in  everything. 

2123.  But  you  take  a large  proportion  in  manu- 
factures here,  and  you  sell  a large  proportion  of  your 
wool  here.  England  is  the  big  wool  market  of  the 
world,  I understand? — A considerable  quantity  is  sold 
to  this  country.  There  are  other  important  outlets 
as  well. 

2124.  The  point  is  that  if  you  shift  your  business 
you  will  have  to  do  business  with  England  for  certain 
essential  manufactures  and  certain  essential  sales  of 
produce.  Is  not  that  so? — As  far  as  produce  is  con- 
cerned, the  business  here  would  not  interest  me  much, 
because  I can  always  sell  my  produce  out  there;  and 
if  I get  the  price  for  it,  it  is  immaterial  where  it 
goes  to.  As  far  as  manufactured  goods  are  con- 
cerned, naturally  I could  get  goods  from  this  country, 
but  then  I could  employ  an  agent  to  buy  those  goods 
just  as  well. 

2125.  But  suppose  this  Commission  recommended 
that  we  stopped  up  the  loophole  of  the  agent? — If 
you  stop  up  the  loophole  of  the  agent  you  will  find 
that  a number  of  firms  will  find  another  place  where 
they  can  get  their  goods;  and  instead  of  extending 
trade  you  will  reduce  it.  At  the  present  moment  we 
have  to  face  the  fact  that  America  and  Japan  are 
very  severe  competitors  in  trade.  Now,  we  do 
not  want  to  do  anything  to  encourage  that  com- 
petition. If  you  are  going  to  make  it  more  difficult 
to  buy  goods  here,  the  natural  consequence  will  be 
that  people  will  endeavour  to  make  their  purchases, 
or  increase  their  purchases,  in  other  countries. 

2126.  Up  to  now,  has  the  United  States  been  a 
serious  competitor  ?—  In  certain  lines. 

2127.  Agricultural  machinery,  say  ?— Agricultural 
machinery,  and  all  the  lines  manufactured  by  the 
United  States  Steel  Trust,  and  food  products,  and  in 
the  case  of  what  we  call  soft  goods— draperies,  and 
that  sort  of  thing — in  which  they  had  no  trade 
at  all  before  the  war,  but  owing  to  circumstances  they 
have  managed  to  sell  a good  deal  in  South  Africa; 
they  have  established  a trade  which  was  unknown 
there  before. 

2128.  Is  there  a'  double  tax  in  the  United  States, 
do  you  know? — As  far  as  I understand,  they  have 
recently  passed  an  Act  whereby  they  do  not  pay 
double  taxation. 

2129.  Do  you  not  possess,  with  your  present 
method,  a great  advantage  from  the  extraordinary 
shipping  facilities  between  South  Africa  and  Eng- 
land? You  could  not  get  the  same  shipping  facilities 
from  the  United  States,  supposing  you  want  to  buy 
there? — But  why  not?  As  far  as  I have  learnt,  with 
all  due  respect,  the  shipping  companies,  the  minute 
they  see  there  is  a certain  amount  of  cargo  at  a 
certain  point,  are  only  too  anxious  to  put  ships  on  to 
secure  that  cargo. 

2130.  But  to  get  your  money  you  have  to  fill  your 
ship,  to  run  it  profitably.  You  would  not  run  it 
profitably  from  the  United  States?— I do  not  know. 
Unfortunately,  not  being  interested  in  steamship  com- 
panies, it  rather  makes  my  mouth  water  to  think 
what  they  have  made  during  the  war ; but  they  have 
had  no  difficulty  whatever  in  filling  their  ships.  They 
have  been  sending  all  through  the  war  from  the 
United  States  to  South  Africa.  And  the  Japanese 
have  their  own  lines,  and,  with  all  due  respect,  1 
consider  they  have  followed  a very  selfish  policy, 
because  all  they  have  done  is  to  try  to  ship  their 
goods  in  their  vessels,  and  when  their  vessels  got  to 
South  Africa,  those  vessels  only  took  back  produce 
which  was  intended  for  Japan;  so  they  had  us  both 
ways. 

2131.  Then  you  think  you  could  go  past  England 
easily?— I would  not  like  to  say  easily.  Very  reluc- 
tantly would  I do  a thing  like  that. 

2132  You  would  do  it  reluctantly  as  regards  senti- 
ment but  as  regards  commercial  matters,  you  could  go 
past  England.  That  is  my  point.  Could  you  do  so? 
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—1  say  1 can  carry  on  my  business.  Admittedly  cer- 
tain tnings  must  be  got  from  England,  but  by  not 
having  my  office  here  1 do  not  lose  anything  like  what 
1 suiter  by  having  to  pa;y  a Double  Income  Tax. 

2133.  Supposing,  for  instance,  we  made  the  ageni 
pay  in  proportion  to  your  office ; if  the  agent  was 
made  to  pay  as  much  as  if  you  had  your  office  here, 
by  some  form  of  Income  Tax,  could  you  go  to  other 
countries?  Is  it  possible  to  go  past  England?— 1 1 
you  say  entirely,  1 should  doubt  it.  In  a great  many 
instances  you  can  go  past  England  undoubtedly,  and 
unfortunately,  not  only  you  can,  but,  from  the  force 
of  competition  at  the  present  day,  you  have  to. 

2134.  Mr.  Bowerman:  You  say,  in  paragraph  12, 
that  “ only  such  profits  as  are  remitted  to  this 
country  should  be  liable  to  English  taxation  ’ ? Yes. 

2135.  Who  is  to  decide  what  profit  is  to  be  re- 
mitted?—I take  it  the  man  who  makes  profits  must 
be  in  the  position  to  know  whether  lie  has  extraneous 
income  which  would  permit  of  his  living  here  without 
having  such  profits  transmitted  to  this  country. 

2136.  Supposing  he  was  merely  a shareholder,  would 
he  be  allowed  to  reinvest  his  dividends  in  that  country 
and  to  say:  “ I did  not  receive  those  ”P — I do  not 
see  why  we  should  draw  a difference  between  a man 
earning  money  out  there  in  tho  shape  of  dividend, 
and  earning  it  as  a private  firm. 

2137.  You  would  simply  allow  him  to  sa'y  which  he 
wanted? — I go  on  the  broad  principle  that  it  is  not 
remitted  to  this  country. 

2138.  Do  you  think  that  would  be  a practical  way? 
— I can  only  answer  by  saying  that,  as  1 have  so  many 
burdens  on  my  shoulders,  I have  not  considered  how 
this  point,  which  I have  not  got  to  work  out  myself, 
is  to  be  dealt  with.  I am  only  dealing  with  the 
principle.  1 could  not  at  the  moment  suggest  how 
that  principle  is  to  be  carried  out.  I do  not  suppose 
there  are  insuperable  difficulties  against  it,  but- 1 am 
not  aware  of  what  the  position  exactly  is. 

2139.  Mr.  Syrvnott : I think,  in  answering  Mr. 
McLintock,  what  you  said  came  to  this:  that  you 
summarized  your  grievance  by  saying  that  it  was  the 
payment  of  the  South  African  duties.  We  know  you 
object  to  both,  but  that  is  the  substance  of  it? — The 
substance  is  that  I object  to  the  British  duties. 

2140.  It  is  Is.  to  2s.  in  the  £ in  South  Africa,  but 
as  a matter  of  fact,  that  is  remitted  now,  is  it  not, 
under  the  arrangement  as  to  the  3s.  6d.  ? — Certainly ; 

I pointed  out  that  we  get  a remission ; but  that  does 
not  affect  the  principle  that  we  ought  not  to  be  taxed 
here  at  all  on  those  profits. 

2141.  I know;  but  as  regards  the  double  taxation, 
there  is  that  remission  now? — Yes,  I admit  there  is. 

2142.  I understand  your  point.  You  do  not  know 
whether  that  is  going  to  be  permanent,  and  it  does 
not  affect  the  principle.  But  as  a matter  of  fact,  that 
particular  grievance  does  not  operate  now. — No,  not 
from  the  pounds,  shillings  and  pence  point  of  view. 

2143.  Your  business  is  both  exporting  and  import 
ing? — Yes. 

2144.  You  pay  tax  in  South  Africa  on  profits  earned 
there?  That  is  the  principle,  is  it  not? — Certainly. 

2145.  Do  the  South  African  authorities  treat  the 
whole  of  your  profits  as  profits  earned  in  South 
Africa? — No;  1 have  business  in  Rhodesia,  for 
instance;  the  Union  Government  of  South  Africa  do 
not  claim  Income  Tax  on  my  Rhodesian  business. 

2146.  I understand  your  business  there  is  outside 
the  Union,  but  do  they  deal  with  all  the  buying  and 
selling  of  goods,  although  it  takes  place  in  England  ? — 
They  do  not  deal  with  my  London  balance  sheet  at  all ; 
they  only  deal  with  my  South  African  profits.  In 
London  I have  to  bring  in  profits  made  in  London  and 
profits  made  in  South  Africa.  In  South  Africa  you 
only  pay  Income  Tax  on  profits  earned  in  that 
country. 

2147.  What  I want  to  get  at  is,  if  there  is  going 
to  be  any  alteration  in  the  la\v,  how  you  are  going 
to  test  where  the  profits  are  made.  On  what  principle 
do  they  say  in  South  Africa  “ Your  profits  are  so 
much  in  South  Africa”?  That  is  what  we  want  to 
get  at? — They  go  on  the  principle  of  the  profits  that 
you  make,  according  to  tho  balance-sheet  which  you 
produce  to  them. 


2148.  1 am  afraid  that  does  not  exactly  touch  the 
point  ? — I am  afraid  I am  a bit  dense ; i really  do  not 
xollow  what  you  want  me  to  answer. 

2149.  I will  put  it  in  this  way.  We  had  one  witness 
here,  representing  a Colony,  who  said  that  a profit 
made  in  the  Colony  would  be  taken  as  made  where  the 
Colonial  goods  were  sold;  but  when  English  goods 
are  sold  in  the  Colony,  that  would  be  an  English 
profit.  We  had  another  witness  who  said  the  reverse. 
Therefore  we  want  to  get  at  a test  of  what  is  local 
profit? — In  South  Africa  they  do  not  differentiate 
at  all  as  to  where  the  goods  come  from.  You  import 
certain  goods,  and  you  make  a profit  on  the  sale  of 
those  goods,  and  that  is  what  you  pay  Income  Tax  on. 

2150.  It  is  where  the  payment  for  the  goods  is 
made,  is  it? — It  is  immaterial,  in  Sou'th  Africa,  where 
the  payment  for  the  goods  is  made. 

2151.  If  there  is  to  be  a general  arrangement  made 
between  all  the  Colonies,  would  it  not  be  very 
desirable  that  this  question  of  the  method  of  assessing 
local  profits  should  be  settled  on  a uniform  basis? — 
Yes,  undoubtedly  one  must  stick  to  a uniform  basis. 

2152.  If  one  Colony  has  one  method,  and  another 
Colony  has  another,  it  would  be  a difficulty? — Yes; 
any  method  which  would  simplify  it  I think  every- 
body would  agree  is  preferable. 

2153.  Chairman:  Mr.  Auerbach,  if  you  have  any- 
thing that  you  can  add  to  the  knowledge  of  the 
Commission  on  this  point,  we  should  be  very  glad  if 
you  would  do  so  ? — (Mr.  Auerbach ) : I understood 
that  Mr.  Mosenthal  would  give  evidence  for  the  whole 
of  us.  Although  technically  differently  constituted, 
w'e  are  all  conducting  similar  business. 

2154.  Do  you  feel  that  you  would  probably  leave  the 
country  if  the  Income  Tax  were  kept  doubled? — That 
is  rather  a personal  question,  but,  speaking  for 
myself,  as  chairman  of  the  company,  1 am  certainly 
contemplating  that  step  at  the  present  moment. 

2155.  But  is  it  on  that  ground  alone?  Is  it  purely 
on  the  ground  of  the  difference  of  the  Income  Tax, 
that  you  propose  leaving  the  country? — That  would 
be  the  sole  ground  from  a commercial  point  of  view, 
certainly. 

2156.  It  is  sufficiently  serious  to  make  you  do  that, 
or  think  that,  is  it?— It  certainly  is.  I did  not  come 
prepared  to  give  evidence,  but  the  incidence  of  the 
taxation  is  such  that,  if  it  is  continued,  it  will  neces- 
sitate the  removal  both  of  the  offices  and  of  the  resi- 
dences of  the  principals  of  businesses  from  this 
country. 

2157.  Is  your  point  about  the  heavy  taxation  in 
this  country,  or  that  it  is  taxed  in  both  countries? — 
That  it  is  taxed  in  both  countries. 

2158.  But  is  the  main  point  the  heavy  taxation  in 
this  country  ? — The  main  point  is  the  taxation  in  both 
countries. 

2159.  But  it  is  very  much  smaller  in  South  Africa 
than  here? — Certainly. 

2160.  Which  has  the  greatest  impression  on  your 
mind — the  large  amount  of  tax  that  you  have  to  pay 
here,  or  the  burden  of  having  to  pay  additional  tax 
(a  smaller  one)  in  South  Africa? — I did  not  come  pre- 
pared to  give  any  evidence,  but  I am  quite  prepared 
to  place  any  facts  I may  have  at  the  disposal  of  the 
Commission.  I would  like  to  revert  to  this  question 
of  Dividend  Taxes,  because  Mr.  Mosenthal,  for- 
tunately for  himself,  is  not  the  head  of  a registered 
company,  while  I am.  The  difference  is  this,  that  the 
South  African  Governments  have  split  up  the  tax- 
ation in  the  case  of  companies,  wherever  registered 
and  doing  trade  in  South  Africa,  into  two  sections. 
We  pay  a normal  tax  of  Is.,  and  we  pay  a Dividend 
Tax  of  Is.  on  the  dividends  distributed : not  only  on 
the  dividends  distributed,  but  also  on  any  undistri- 
buted profits  which  the  Commissioner  in  his  judgment 
thinks  fit.  In  other  words,  with  the  exception  of  a 
small  amount  for  reserve,  we  pay  on  the  total  amount 
of  the  profits.  But  that  Dividend  Tax  is  only  payable 
on  the  proportion  which  the  profits  made  in  South 
Africa  bear  to  the  total  profits  of  the  company;  in 
other  words,  it  follows  the  Income  Tax.  Now,  have  I 
made  that  quite  clear? 

2161.  Yes,  you  have  made  it  quite  clear  to  me,  but 
I want  to  refer  back  to  this  point.  I want  to  find1 
out  whether  your  dissatisfaction  is  because  of  having 
to  pay  a small  additional  tax  in  South  Africa,  or  the 
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general  big  tax  which  at  present  is  existing  in  this 
country? — The  general  big  tax  which  is  existing  in 
this  country.  In  other  words,  even  with  the  present 
relief — I am  talking  now  of  Income  Tax  only — the 
total  taxation  amounts  to  6s.,  roughly.  If  I lived  in 
South  Africa,  and  if  I employed  an  agent  in  this 
country,  my  total  taxation  in  South  Africa  would  be 
roughly  2s. 

2162.  Of  course  the  main  point  is  that  everybody 
is  taxed  here  because  of  the  expenses  of  the  war? — 
Yes,  but  I think  I must  bear  Mr.  Mosenthal  out.  1 
do  not  think  that  any  of  us  are  here  to  give  evidence 
as  regards  the  present  taxation,  which  we  all  know  is 
absolutely  necessary ; and  not  only  necessary,  but 
even  desirable.  But  we  are  here,  I take  it,  to  give 
evidence  as  to  the  incidence  of  taxation  as  it  would 
fall  in  normal  times. 

2163.  Have  you  anything  else  to  say  ? — No,  nothing 
at  all.  I am  glad  I had  the  opportunity  of  explaining 
this  question  of  the  Dividend  Tax. 

2164.  Mr.  Mackinder : Might  I just  ask  one 

question?  That  raises  this  question.  In  South 
Africa,  you  have  a smaller  Income  Tax  than  here? — 
Yes. 

2165.  One  of  the  suggestions  made  by  Mr.  Mosen- 
thal is  that  the  higher  tax  should  be  paid  in  whichever 
country,  but  not  the  double  tax.  Have  we  not,  there- 
fore, got  two  questions  : the  question  of  the  Double 
Income  Tax,  and  also  the  question  of  the  difference 


of  the  Income  Taxes?  Supposing  we  agreed  that  the 
Double  Income  Tax  was  to  go,  but  that  you  were  to 
pay  the  higher  Income  Tax,  whichever  it  might  be, 
would  the  difference  between  a high  tax  here  and  a 
low  tax  there  still  be  a very  strong  reason  for  moving 
to  South  Africa — given  the  present  rates? — Certainly, 
because,  given  the  present  rates,  the  difference  is  4s. 

2166.  There  are  two  questions  ? — Yes,  1 quite  follow. 
But,  with  all  deference,  I do  not  know  what  was 
running  in  Mr.  Mosenthal’s  mind,  but  I think  what 
was  running  in  his  mind  was  the  same  as  was  running 
in  my  mind,  that  if  for  the  necessities  of  the  Empire 
the  higher  tax  has  to  be  paid,  by  all  means  let  it  be 
paid,  and  let  it  be  paid  by  all  equally.  I do  not  think 
Mr.  Mosenthal  was  saying  that  if  2s.  was  sufficient,  he 
would  be  glad  to  pay  6s. 

2167.  “ By  all  equally,”  you  say.  Do  you  mean  to 
say  by  all  in  the  Empire? — By  all  in  the  Empire 
equally,  and  by  all  firms,  companies,  agents,  and 
individuals. 

2168.  Then  your  suggestion  is  that,  other  things 
being  equal,  the  only  thing  to  prevent  this  tendency 
to  remove  from  one  portion  of  the  Empire  to  the 
other,  would  be  an  equal  Income  Tax  all  through  the 
Empire? — An  equal  Income  Tax  all  through  the 
Empire,  to  be  divided  between  the  Dominions  and  the 
Mother  Country. 

2169.  Chairman:  Thank  you  both  very  much  for 
your  evidence. 


Mr.  H.  A.  Godson  Bohn  and  Mr.  Clement  Buckeridge,  called  and  examined. 


Mr.  Godson  Bohn  handed  in  the  following  statement 
as  his  evidence-in-chief:  — 

Thrift  Societies  and  Income  Tax. 

2170.  Evidence  of  H.  A.  Godson  Bohn,  Hon. 
Treasurer,  Kensington  Self-Help  Society,  and  Hon. 
Secretary  (Conference  recently  held)  of  the  principal 
Metropolitan  Thrift  and  Self-Help  Societies,  Barrister- 
at-Law,  Chairman  of  Kensington  and  Fulham  General 
Hospital,  a representative  Governor  of  the  Hospital 
Saturday  Fund  on  the  Cancer  Hospital,  Chairman  of 
Organisation  &c.  Committee  of  the  Associated  Socie- 
ties for  the  Protection  of  Women  and  Children,  &c. 

2171.  1 have  had  considerable  experience  of  philan- 
thropic work,  and  have  taken  a great  interest  in  the 
encouragement  of  thrift  and  providence  amongst  the 
working  classes,  through  these  Self-Help  Societies 
held  at  mission  halls,  institutions  and  the  like. 

2172.  As  the  law  stands  at  present  all  these  societies 
are  liable  to  pay  Income  Tax,  and  where  the  tax  is 
deducted  at  source  they  do  actually  pay  it  and  at  the 
full  rate.  Some  years  ago  we  raised  this  question  with 
the  Inland  Revenue  and  were  informed  by  them  that 
a “ collective  ” body,  such  as  these  societies  were,  was 
not  a “ person  ” within  the  meaning  of  the  Acts  of 
Parliament  and,  therefore,  could  not  reclaim  the  tax. 
Our  claim  for  the  Kensington  Self-Help  Society  of 
about  £60  was  thereupon  ruled  out  by  the  Income 
Tax  authorities.  A similar  claim  by  another  or  other 
Self-Help  Societies  (the  St.  Pancras  and  Acton  Socie- 
ties I think  they  were)  lodged  through  a firm  of  solici- 
tors had  also  previously  been  ruled  out.  The  case  the 
Inland  Revenue  authorities  quoted  was  “ The  Com- 
missioners of  Inland  Revenue  v.  The  Old  Monkland 
Conservative  Association,  ’ ’ which  I believe  is  still  good 
law  and  therefore  still  holds  good.  The  object  of 
these  Self-Help  Societies  is  thrift;  and  this  is  en- 
couraged in  two  ways: — (1)  The  payment  into  the 
society  of  so  much  a week,  and  for  this  purpose  our 
unit  is  3d.,  and  the  limit  allowed  is  Is.  6d.  a week 
or  £60  in  all,  and  this  latter  sum  takes  12  years  to 
save.  (2)  Thrift  by  encouraging  a working  man  to 
purchase  his  own  home,  and  here  the  co-operative 
savings  of  his  fellow  members  are  advanced  at  a low 
rate,  and  at  cheap  law  and  survey  costs,  the  rate 
before  the  war  being  4 per  cent,  and  4^  per  cent.,  and 
in  two  mortgages  5 per  cent.  It  is  in  this  latter 
event  (mortgages)  that  tax  has  to  be  deducted,  and 
we  are  informed  that,  being  subject  to  Income  Tax, 
the  borrower  must  deduct  it  before  he  pays  us  the 
interest  on  his  mortgage.  Having  regard  to  the  great 
importance  now  attaching  to  the  housing  of  the  work- 
ing classes,  we  feel  very  strongly  that  these  societies 


should  be  exempt  from  paying  Income  Tax.  Our 
members  are  very  sore  on'  this  point,  and  at  every 
annual  meeting  of  the  Kensington  Society  members 
have  raised  this  question.  I should  mention  that  we 
have  refused  two  mortgages  already  on  account  of 
this  tax,  and  in  each  case  the  member  was  very  dis- 
appointed. As  regards  our  work  generally  this  In- 
come Tax  is  a great  hindrance  to  our  work,  and  we 
do  feel  that,  being  self-supporting  and  purely  co-opera- 
tive and  accepting  nothing  in  charity  (although  we 
are  a philanthropic  institution),  we  are  more  than 
justified  in  asking  to  be  placed  in  this  respect  upon 
the  same  footing  as  the  more  powerful  Friendly  Socie- 
ties and  Co-operative  Societies.  Many  a man  has 
been  saved  from  entering  the  workhouse  through  these 
societies  inculcating  thrift,  our  great  idea  being  to 
get  hold  of  the  married  men  especially,  and  I have 
had  many  assurances  that  but  for  these  societies  many 
would  never  have  saved  anything.  I go  so  far  as  to  say 
that  on  purely  “ pounds,  shillings  and  pence  lines,’ 
if  I may  use  the  phrase,  by  encouraging  these  socie- 
ties, by  removing  the  i.npediment  of  taxation,  wo 
should  in  the  end  be  adding  a great  deal  more 
indirectly  in  taxes,  as  1 find  once  a man  acquires  the 
habit  of  saving  even  a little,  it  grows  upon  him,  and 
money  saved  encourages  others  to  do  the  same,  and 
this  means  a greater  return  in  the  end. 

2173.  Now  that  every  Trades  Unionist  earns  above 
the  £130  Income  Tax  limit,  every  working  man  would 
make  a return  for  purposes  of  Income  Tax.  But  the 
principle  of  inculcating  thrift  and  providence  cannot 
be  measured  in  money ; the  principle  is  the  primary 
consideration,  and  the  tax  or  monetary  side  is  a 
very  secondary  affair. 

2174.  I am  of  opinion  that  the  exemption  from 
Income  Tax  can  be  made  the  lever  of  effecting  still 
further  good.  Tax  could  be  removed  where  the 
society  is  .run  in  the  very  best  interests  of  the  working 
classes;  and  rules  could  be  framed  denoting  where 
improvements  in  the  management  of  a society  should 
take  place.  I am  thinking  of  the  useful  control  over 
the  hospitals  which  the  three  big  Hospital  Funds  have, 
and  something  could  well  be  done  as  regards  these 
Provident  Societies.  I am  inclined  to  think  that  a 
Conference  as  a permanent  body  might  well  effect  this. 
Possibly  your  body  would  prefer  a more  “ cut  and 
dry  ” way  of  effecting  this,  and  in  that  event  I would 
suggest  that  tax  should1  be  free  to:  — 

“ Bona  fide  Thrift  and  Provident  Societies  when 
run  in  connection  with  a recognized  mission,  institu- 
tion or  the  like.” 

I would  also  add  a factory,  as  there  are  mail) 
factories  where  similar  schemes  (though  not  often 
Self-Help  Societies)  are  in  operation.  I mean 
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by  the  words  “ bona  fide  Thrift  and  Provident 
Societies  ” those  run  in  the  interest  of  systematic  and 
permanent  i.e.,  real,  thrift,  and  in  the  beet  interests 
of  the  working  classes.  I am  given  to  understand 
that  many  Slate  Clubs  and  small  Societies,  are  saying 
that  it  does  not  pay  to  have  permanent  investments 
as  tax  will  be  payable,  and  this  view  ought  not  to  be 
encouraged.  For  many  years  the  three  largest 
Societies  have  met  successfully  to  consider  questions 
relating  to  these  Societies.  We  decided  to  go  a little 
further  and  invite  all  the  principal  Metropolitan 
Self-Help  Societies  to  meet,  and  these  appointed  a 
Committee  who  are  to  form  the  deputation  to  your 
body  on  this  question  of  Income  Tax.  They  are  Mr. 

C.  Buckeridge,  Seoretary  of  the  Kensington  Self- 
Help  Society,  Mr.  A.  H.  Parker,  Secretary  of  the  St 
Pancras  and  also  the  Acton  Self-Help  Societies,  and 
myself  as  Hon.  Secretary.  The  Societies  actively 
supporting  us  are : 

Kensington  Self-Help  Society  (Church  House, 
Warwick  Gardens,  W.  14). 

St.  Pancras  Self-Help  Society  (Mission  Hall, 
Sandwich  Street). 

Cricklewood1  Self-Help  Society  (St.  Peter  s Parish 
Room,  Cricklewood  Lane). 

[I This  concludes  the 


Acton  Self-Help  Society  (Churchfield  Hall, 
Acton) . 

Ealing  Working  Men’s  Self-Help  Society  (Church 
House,  Warwick  Road,  Ealing). 

Hanwell  Working  Men’s  Self-Help  Society 
(Mission  Hall,  Church  Road,  Hanwell). 

Grove  Park  Institute  Working  Men’s  Self-Help 
Society  (Church  Institute,  Strand  on  the 
Green,  W.). 

Stanhope  Institute  Self-Help  Society  (Stanhope 
Institute,  Euston  Road,  W.). 

I ought  perhaps  to  have  referred  to  other  activities 
of  these  Societies.  They  all  grant  loans  at  cheap 
rates,  the  object  being  to  enable  a man  to  tide  over  a 
temporary  difficulty,  such  as  being  out  of  work,  pay- 
ment for  the  illness  of  his  wife  or  child,  purchase  of 
necessary  tools,  or  to  buy  furniture  for  the  home. 
Most  of  these  Societies  grant  loans  for  a limited 
period  at  per  cent.,  and  in  some  for  a short  period 
no  interest  is  payable.  In  others  they  have  a Distress 
Fund  for  assisting  needy  members.  Speaking  for 
the  Kensington  Society,  during  over  25  years’  of 
existence,  not  a single  bad  debt  has  been  made,  and 
the  Arbitration  Committee  has  never  been  called  upon 
to  decide  a single  dispute,  and  this  Committee 
although  appointed  every  year  has  never  met. 

evidence-in-chief.'] 


2175.  Chairman:  You  are  going  to  speak  to  the 
Commission  on  the  Friendly  Societies?— Well,  as  to 
that,  we  are  small  societies,  not  strictly  Friendly 
Societies.  There  is  a distinction  drawn  in  the  Act  of 
Parliament,  the  Friendly  Societies  Act,  between  those 
known  as  Friendly  Societies  and  other  societies,  such 
as  Cattle  Insurance  and  various  other  societies,  and 
our  own  class  of  society,  who  are  termed  “ Specially 
Authorized  Societies.” 

2176.  You  represent  all  those  societies  that  are  in 
your  paper?— Yes.  We  are  also  supported  by  a num- 
ber of  other  societies.  Our  particular  section  is  a 
section  of  very  small  societies.  They  are  termed  self- 
help  societies.  Self-help  and  thrift  are  synonymous 
terms.  They  work  in  what  we  might  almost  term 
slum  areas,  or  very  poor  areas,  attached  to  mission 
halls  in  every  case.  We  are  also  supported  by  other 
larger  societies,  but  they  admit  that  they  are  in  a 
much  wealthier  position  as  regards  their  membership 
than  we  are.  It  has  rather  come  down  to  this,  that 
we  ourselves  are  only  representing  these  small  socie- 
ties attached  to  mission  halls  working  in  poor  areas. 

2177.  What  is  the  point  that  you  want  to  put  before 
the  Commission?— We  are  very  sore,  indeed,  as 
regards  this  Income  Tax.  The  members  are  very  sore 
because  they  are  very  small  people,  and  for  a number 
of  years,  I speak  especially  for  the  Kensington  Society 
which  has  been  going  for  over  25  years,  we  have  been 
trying  to  encourage  thrift  among  these  working  men, 
and  we  do  feel  that  we  ought  to  be  assisted  by  the 
State.  We  feel  that  we  ought  to  be  recognized.  Up 
to  now  we  have  not  really  been  recognized  other  than, 
of  course,  by  being  registered  under  the  Friendly 
Societies  Acts.  There  is  a case  in  point  as  regards  the 
law,  the  Inland  Revenue  v.  The  Old  Monkland  Con- 
servative Association,  which  decided  that  no  collective 
body  is  a person  to  recover  any  Income  Tax  if  it  is 
deducted  at  source.  Unfortunately,  we  have  had  a 
good  deal  of  this  Income  Tax  deducted  at  source,  and 
now  we  are  paying  at  the  rate  of  6s.  in  the  pound, 
so  it  has  ome  rather  more  to  a head  than  what  it 
would  have  been  in  the  olden  days;  but  we  have 
always  grumbled  at  it.  We  have  been  before  a num- 
ber of  Government  Departments.  In  particular,  when 
the  war  savings  started  I went  and  interviewed  the 
War  Savings  Committee  or  their  officials,  and  we  were 
told  that  the  Treasury  was  very  sympathetic,  but  they 
could  not  do  anything;  it  must  come  before  the  Claims 
Branch  of  the  Inlahd  Revenue.  They  advised  me  to 
see  if  the  Inland  Revenue  Department  could  do  any- 
thing for  us.  I saw  the  head  of  that  Department, 
but  they  did  not  do  anything.  We  put  an  appeal 
before  all  our  members,  and  the  Commissioners  have 
a copy  of  this  and  also  our  last  balance  sheet  That 
appeal  was  a patriotic  appeal.  We  appealed  very 
strongly  to  the  members  to  put  all  they  could  into 
the  Society  so  as  to  support  the  war,  and  last  year 
we  went  ‘forward  at  the  rate  of  £1,118  in  ono 


ear  alone.  It  is  made  up  entirely  of  three- 
>ences;  that  is  our  unit.  It  is  on  a scale  greater 
han  the  Penny  Savings  Bank,  which  is  only  suitable 
or  children.  The  Penny  Savings  Bank  is  operated  in  a 
;reat  number  of  these  areas  and  is  mainly  for  children. 
We  are  just  the  next  stage  above  that.  Our  unit  is 
Id.,  and  we  claim  that  we  are  the  precursors  of  the 
War  Savings ; they  have  taken  the  unit  of  6d.  because 
noney  is  doubled  now,  and  what  3d.  would  purchase 
before  requires  6d.  now.  I do  not  know  that  I can 
impress  too  strongly  the  importance  of  thrift,  especi- 
ally amongst  this  class,  the  purely  working  class.  In 
Kensington  they  are  the  descendants  of  the  bargees 
who  operated  the  ba'rges  on  the  canal  that  was  taken 
over  by  the  railway.  When  this  started  there  was  a 
number  of  very  small  and  very  improvident  people  m 
Warwick  Road  behind  the  Church  House.  Our  late 
Vicar  Canon  Carr  Glyn,  started  this  society  as  being 
the  most  appropriate;  we  did  not  believe  in  pauper- 
izing them.  They  thought  of  making  a grant  but 
that  was  not  carried  out.  We  thought  they  would  do 
much  more  by  having  it  self-supporting,  and  although 
a philanthropic  institution  it  is  not  a chanty,  bo  it 
was  that  this  was  started.  You  might  perhaps  smile 
at  a society  like  this  being  in  Kensington,  but  you 
must  not  forget  that  the  borough  runs  up  into  a 
very  poor  part.  We  have  a large  number  of  members 
of  theSeven  Dials  district  in  North  Kensington  who 
were  turned  out  from  that  slum  area. 

2178  What  is  your  proposition  to  us ; what  do  you 
waht  us  to  do?— We  want  you  to  remit  the  tax 

altogether.  w f i 

2179.  And  you  are  arguing  on  that?— Yes.  We  fee) 
that  our  claim  is  a very  strong  one.  It  is  no*  the 
amount  of  money  that  we  save,  although  it  is  consider- 
able. It  takes  a man  12  years  to  save  the  utmost 
allowed,  so  you  will  see  that  we  are  dealing  with  the 
smallest  of  'people,  and  they  cannot  pay  more  *h“n 
£4  in  any  one  year.  The  average  yield  is  quite  sman, 
and  for  a year  in  our  balance  sheet  the  largest  is: £60. 
They  have  to  withdraw  anything  over  £60.  Might 
I also  put  this  proposition  m support  «i 
thrift  and  providence  are  very  important,  and  I 
regard  them  as  a necessity.  It  has  been  recognised 
that  yon  do  not  tax  any  article  of  necessity.  It  is 
quite  clear  a man  ought  to  provide  tor 
rainy  day,  and  therefore  it  is  a necessity  for  him  to 
save  money,  so  that  the  amount  required  to  keep  a 
. man  and  his  wife,  and  children  until  they  are  of  a 
supporting  age.  should  go  free  of  Income  Tax  alto 
aether.  I also  haye  a very  strong  want  to ■ put.  We 
have  found  that  once  you  persuade  them  to  save 
something  it  goes  on;  it  very  seldom  ceirnes.  There 
are  a.  few  cases  where  a member  joins  for  a short 
time  and  withdraws,  but  it  is  the  exception , to  the  rtde- 
The  rule  in  the  vast  number  of  cases  is  that  tney 
lm ain  on  with  the  society,  and  now  we  have  members 
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at  Staines,  Windsor  and  Hanwell,  simply  because  they 
used  to  live  in  Kensington,  and  they  have  so  got  this 
habit  of  thrift  that  they  still  save.  I should  like  to 
put  this  point  also:  we  regard  ourselves  as  feeders 
for  larger  societies.  We  say  it  is  very  hard  that 
these  small  societies,  which  are  very  greatly  educa- 
tional in  thrift,  should  be  taxed.  It  is  taxing  the 
tender  plant  which  cannot  stand  it. 

2180.  Will  you  explain  how  they  are  taxed? — We 
have  mortgages.  These  mortgages  are  to  enable  a 
man  to  purchase  his  own  house,  our  thrift  partaking 
of  two  forms — (1)  regular  systematic  saving  of  so  much 
a week,  and  (2)  enabling  a man  to  purchase  his  own 
home.  That  is  done  by  advancing  him  money  at  the 
cost  rate,  4 per  cent,  or  4£  per  cent.  We  have  also 
two  mortgages  at  5 per  cent.,  but  the  vast  majority 
are  at  4 per  cent,  or  4£  per  cent. 

2181.  He  borrows  from  you  to  buy  his  house? — That 
is  right.  It  is  the  co-operative  savings  of  his  fellow- 
members  which  enable  him  to  do  that. 

2182.  Where  does  the  tax  come  in? — By  the  law  as 
it  stands  at  present  the  Income  Tax  must  be  deducted 
when  he  pays  interest  to  us,  and  that  lowers  the  divi- 
dend payable  to  the  other  members.  The  man  who 
loses  there  is  the  smallest  of  them  all,  because  he  loses 
on  the  amount  that  is  returned  to  him  at  the  end  of 
the  year  in  the  shape  of  interest  on  his  deposit. 

2183.  Is  it  a serious  matter? — It  is,  very.  The 
claim  that  we  put  before  the  Board  of  Inland  Revenue 
many  years  ago  was  then  £60 ; it  would  be  something 
well  over  £100  now.  We  have  not  worked  it  out,  but 
I should  think  it  is  about  £160  or  £180.  It  is  very 
serious,  not  for  the  amount  that  you  get  in  taxation, 
but  because  it  hampers  our  work.  It  is  a very  serious 
hindrance,  and  they  are  very  sore  on  this  point.  At 
every  annual  meeting  we  have  discussions,  and  they 
all  regard  this  as  a great  grievance.  The  large 
Friendly  Societies  are  free;  why  not  the  small  ones? 
We  are  registered  under  the  Friendly  Societies  Acts. 
The  larger  and  more  powerful  ones,  the  Friendly  Socie- 
ties proper,  and  also  the  Co-operative  Societies,  are 
absolutely  free  of  tax;  why  not  ourselves?  We  are 
smaller,  and  we  work  at  mission  halls  in  poor  areas. 

2184.  Would  a great  many  more  people  save  if  they 
thought  this  Income  Tax  would  be  abolished? — I 
think  so.  If  I might  add  a word  more  from  the  purely 
pounds,  shillings  and  pence  point  of  view,  you  get 
more  tax  in  the  end  by  encouraging  these  men  to  save. 
The  habit  so  grows  with  them  that  they  would  save 
more  money  and  the  Revenue  would  get  more  tax  in 
the  end;  but  the  principle  is  the  important  point;  it 
is  not  the  question  of  taxation,  which  is  a.  very 
secondary  affair,  but  it  is  the  question  of  thrift  and 
providence  which  is  of  such  great  importance. 

2185.  Is  this  matter  dealt  with  in  your  dividend 
fund  account.  In  the  dividend  fund  account  you 
have  interest  on  mortgages  £87? — Yes. 

2186.  Is  it  the  6s.  on  the  £87  that  you  complain  of? 
— That  is  so. 

2187.  Do  the  Inland  Revenue  claim  Income  Tax  on 
your  interest  on  bank  account? — No,  but  when  we 
offered  to  give  evidence  they  served  a notice  on  us  to 
give  a certified  return  of  all  our  profits,  and  we  pointed 
out  that  we  were  bringing  our  case  before  the  Royal 
Commission,  and  so  it  is  in  abeyance. 

2188.  Have  they  been  very  generous  to  you  in 
regard  to  your  interest  on  Government  stock? — They 
have ; they  have  not  claimed  the  tax  on  it.  but  we 
are  liable;  that  is  the  law  as  it  stands. 

2189.  Exactly,  but  I am  putting  this  point  to  you, 
that  you  really  escape  the  tax  on  the  interest  on 
Government  stock,  £154,  you  escape  your  interest  on 
the  bank  account,  £30,  that  is  £184  altogether,  and 
you  pay  only  on  £87,  interest  on  mortgage,  at  6s.  in 
the  pound;  that  is  £26?— Yes,  but  we  had  to  pay  on 
some  of  the  Government  stock  where  tax  was  deducted 
at  source. 

2190.  They  have  treated  you  very  well,  have  they 
not?-— Well,  we  feel  we  have  a very  strong  case,  and 
1 must  admit  they  have  been  very  sympathetic.  Wo 
say  we  have  a very  strong  claim  to  go  free  altogether. 

I understand  you  gentlemen  are  here  to  recommend 


any  alterations  of  the  law.  The  law  is  that  we  are 
liable  to  pay  on  the  lot,  and  I have  the  uncomfortable 
feeling  that  if  the  Committee  would  not  pay  I am 
personally  liable  to  pay  all  this  back  debt,  which 
comes  to  a very  considerable  sum.  It  might  even  be 
£1,000  by  now,  and  I think  you  would  frighten  any 
future  treasurer  from  undertaking  the  job  if  he  knew 
by  law  he  was  liable  for  all  this  back  debt. 

2191.  But  you  do  not  think  that  that  will  be  so?— 
Well,  we  must  take  the  law  as  it  stands. 

2192.  I think  you  must  have  been  impressing  them 
in  the  last  few  years  with  your  eloquence  on  these 
points. — They  have  been  very  kind  and  sympathetic, 
but  we  do  feel  that  the  law  ought  to  be  altered  in  this 
respect.  I think  we  have  a very  strong  case.  We  are 
always  referred  to  the  Inland  Revenue  as  being 
the  ultimate  department,  and  unless  they  move  the 
other  departments  cannot  do  anything. 

2193.  Is  that  your  case? — That  is  our  case  briefly. 

2194.  Have  the  other  gentlemen  with  you  anything 
to  say? — Mr.  Buckeridge  wants  me  to  draw  attention 
to  the  origin  of  these  societies.  The  first  one  origin- 
ated about  1886 ; it  was  started  at  St.  Pancras  by  the 
late  Dean  of  Gloucester,  and  the  Bishop  of  Stepney  at 
the  time  took  great  interest  in  the  scheme,  and 
decided  that  it  was  the  best  scheme  to  adopt  because 
it  did  not  pauperize  its  members,  and  was  self- 
supporting. 

2195.  What  do  they  complain  about;  what  is  their 
point? — It  is  the  same  point— that  we  have  to  pay 
Income  Tax. 

2196.  Is  it  on  moi’tgages? — And  also  on  Consols. 
The  St.  Pancras  Society  have  Consols,  and  tax  is 
deducted  from  the  interest.  Before  the  war  they 
made  a claim  on  the  Inland  Revenue,  and  it  was 
decided,  as  I have  mentioned  already,  that  they  could 
not  claim  anything. 

2197.  Has  the  other  gentleman  with  you  anything 
to  say? — (Mr.  Buckeridge ):  I should  like  to  say  a 
word  as  to  these  “ Specially  Authorized  Societies.” 
I have  seen  a good  dozen  of  these  societies  start;  in 
fact  I was  at  the  original  meeting  at  which  they 
started,  and  I think  it  would  meet  our  case  prac- 
tically to  put  these  “ Specially  Authorized  Societies  ” 
for  thrift  on  the  same  basis  as  registered  Friendly 
Societies.  There  is  an  exception  made  because  we 
are  small,  or  inconsiderable,  but  our  point  is  that 
because  we  are  small  and  weak  we  touch  a class  who 
need  help  more  than  the  large  Friendly  Societies,  and 
if  we  can  be  put  upon  the  same  footing  that  would 
answer  the  whole  of  our  case;  they  get  their  taxes 
remitted,  and  we  ask  to  be  put  upon  the  same  basis. 

2198.  Mr.  Bretyman  : Do  you  know  why  the  regis- 
tered Friendly  Societies  have  the  privilege  which  you 
have  not  got? — (Mr.  Bohn):  They  came  earlier  in 
the  day;  they  were  the  first  in  the  field,  and  Parlia- 
ment thought  they  ought  to  be  encouraged.  They 
started  I think  in  the  reign  of  William  the  IVth. 
We  came  very  much  after  them,  about  1886.  If  the 
big  Friendly  Societies  came  now  I think  they  would 
receive  considerable  assistance.  Perhaps  in  the 
future  they  will  receive  more  than  in  the  past.  At 
the  time  we  started,  why  I do  not  know,  no  assist- 
ance was  given. 

2199.  What  is  it  that  prevents  you  being  a regis- 
tered Friendly  Society — a difference  in  the  constitu- 
tion?— Because  we  are  in  the  nature  of  something 
above  the  Penny  Bank,  and  the  member  should  not 
withdraw  his  money  too  easily;  that  is  the  main 
point.  If  we  were  to  register  under  the  Friendly 
Societies  Acts,  which  we  can  do,  we  should  have  to 
provide  something  in  the  nature  of  benefit  for  death, 
and  out  of  work,  in  other  words  an  unknown  quan- 
tity, and  for  that  purpose  have  a quinqennial 
valuation,  and  have  to  set  aside  a sum  of  money. 
That  sum  of  money  cannot  be  touched ; therefore  it 
would  upset  the  payment  in  as  a bank.  We  are 
more  or  less  a poor  man’s  bank — encouraging  thrift 
in  that  way. 

2200.  Is  it  not  probable  that  the  suggestion  that 
was  made  (no  doubt  quite  in  good  faith),  that  the 
reason  why  this  concession  was  not  given  was  because 
these  were  small  societies  is  incorrect?  Would  not 
it  rather  be,  not  because  they  are  small  societies,  but 
because  their  constitution  is  different,  and  because 
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when  you  get  into  the  region  of  facility  of  with- 
drawal you  then  get  into  the  same  category  as  Slat© 
Clubs,  and  other  clubs,  where  the  saving  is  quite 
temporary,  and  may  cease;  it  may  not  become  a 
saving  at  all? — There  is  a great  distinction  between 
a Slate  Club  and  a registered  society.  A Slate  Club 
comes  to  an  end  at  the  end  of  the  year,  and  every- 
thing is  distributed.  That  is  no  provision  for  a man  s 
old  age.  A great  number  of  Slate  Clubs  are  what  is 
known  as  “ beano  ” concerns — that  is  the  expression 
used;  they  are  not  run  really  in  the  best  interests 
of  the  working  classes. 

2201.  In  principle  that  is  what  actually  happens?  — 

Yes.  , . , 

2202.  In  your  case  what  happens,  or  what  you  wish 
to  happen,  is  that  the  money  remains  in,  and  is  real 

thrift?— Yes,  but  he  can  withdraw  it. 

2203.  I quite  sympathize  with  that.  In  the  Slate 
Club  it  is  not  intended  to  remain  in  longer  than  the 
date  of  the  “beano”;  therefore,  there  is  a very 
material  difference  in  fact ; but  so  far  as  the  constitu- 
tion goes,  which  is  the  matter  upon  which  any  relief 
must  be  based,  there  is  power  I suppose  to  your  mem- 
bers if  one  of  them  wishes  to  have  an  individual 
“ beano,”  to  withdraw  his  contribution  or  his  savings 
at  any  moment,  and  go  and  indulge  in  it? — That  is 
so,  of  course,  but  the  amount  of  withdrawals  is  not 
large. 

2204.  I am  not  speaking  of  fact. — They  could. 

2205.  I am  absolutely  accepting  everything  you  have 
said,  and  I am  accepting  that  qua  a small  society  it 
would  be  in  your  opinion  very  wrong  that,  merely 
because  it  was  a small  society,  it  should  be  in  a worse 
position  than  a large  society  with  the  same  object. 
What  I wanted  to  get  at  was  how  you  propose  that 
there  is  to  be  a definition?  The  definition  must  bo 
on  the  constitution.  It  cannot  very  well  be  on  the 
facts,  because  if  a man  has  a right  to  withdraw  his 
money  it  is  impossible  to  go  into  each  individual 
case,  and  see  whether  he  withdraws  it  or  does  not 
Your  constitution  says  he  may  withdraw  it,  just  as  a 
Slate  Club  does.  Have  you  any  suggestion  to  offer 
to  the  Inland  Revenue  by  which  a line  could  be  drawn 
between  you  and,  say,  a Slate  Club? — I would  suggest 
what  I have  said  in  my  evidence,  that  bona  fide 
Thrift  Societies  and  Provident  Societies  should  be 
exempted  when  run  in  connection  with  a recognized 
mission  or  institution,  or  the  like,  preferably  those 
registered  under  the  Friendly  Societies  Acts.  I can- 
not too  strongly  dwell  on  the  fact  of  registration. 
We  are  in  competition  with  another  society  where 
the  bookkeeping  required  is  only  a quarter  of  what 
we  have ; the  secretary  there  receives  between  £300 
and  £400  a year,  and  we  pay  ours  only  about  £30.  A 
lot  of  those  Slate  Clubs  are  not  run  in  the  best 
interest  of  the  working  classes  at  all.  They  are  run 
for  the  officials.  We  scarcely  get  a member  from 
that  area,  although  we  get  a lot  of  members  from 
the  areas  further  away  and  all  round  it ; but  exactly 
where  that  Slate  Club  operates  we  have  no  member- 
ship. It  is  not  real  thrift  if  they  only  save  for  the 
end  of  the  year. 

2208.  I think  I can  quite  understand  all  that. 
Assuming  for  the  moment,  whether  it  is  so  or  not. 
that  the  Commission  is  with  you  in  principle,  and 
would  like  to  see  that  where  you  are  doing  the  same 
work  as  a Friendly  Society,  and  not  as  a Slate  Club, 
that  you  should  be  similarly  treated.  I do  not  think 
you  need  go  further  into  that.  The  point  is  ho\v  can 
you  suggest  that  your  work  could  be  differentiated 
from  that  of  a Slate  Club  in  order  to  get  that  relief. 
T am  sure  you  would  agree  that  a chib  in  which  a man 
can  and  does  withdraw  his  money  whenever  he  likes 
cannot  be  treated  in  the  same  way  as  a club  where 
the  thrift,  once  started,  isi  compulsorily  continued? 
Perhaps  I may  deal  with  the  question  of  a man  with- 
drawing his  savings.  We  always  know  in  practice 
that  it  is  for  a specific  object.  I admit  Hiey  with- 
draw them  to  go  away  for  their  annual  holiday.  We 
do  then  get  a number  of  withdrawals.  We 
get  very  few  at  Christmas,  whereas  the  Slate  Clubs 
get  their  withdrawals  at  Christmas. 

2207.  His  holiday  is  his  “beano  ”P — That  is  really 
what  it  comes  to  in  that  particular  case,  but  I draw 
a very  great  distinction  between  the  Slate  Club  and 
the  registered  society.  These  Slate  Clubs  will  not 


appear  before  a body  such  as  you  are;  they  will  not 
produce  a balance  sheet. 

2208.  We  are  agreed  on  that.  I wanted  to  get 
to  the  point— which  is,  the  real  difficulty  of  how  you 
are  to  draw  the  dividing  line? — I should  say  “ run 
in  connection  with  an  organised  mission  or  institu- 
tion, or  the  like.” 

2209.  That  is  the  only  suggestion  you  could  make? 
— It  should  also  be  registered  under  the  Friendly 
Societies  Acts.  I am  given  to  understand  that, 
although  we  are  known  as  a Self-Help  Society,  and 
under  the  “ specially  authorized  ” section,  they  will 
add  no  more  to  the  list  already  in  existence ; I do  not 
know  why,  but  I understand  the  moneylenders  have 
been  taking  advantage  of  this  in  running  loan 
societies,  and  so  avoiding  registration  under  the 
Money  Lenders  Act.  I understand  that  is  the  reason 
why  the  Treasury  have  withdrawn  what  is  known  as 
the  “ authority.”  That  is  the  meaning  of  the 
words  “ specially  authorized  ” — it  is  a special  autho- 
rity of  the  Treasury.  Therefore,  you  have  got  a 
hard  apd  fast  number  of  societies  who  have  regis- 
tered under  this  Act,  and  no  others  will  be  registered 
unless  the  Treasury  renews  that  authority.  I think 
you  will  find  it  will  be  a hard  and  fast  number  of 
societies. 

2210.  That  will  preclude  anybody  else  in  a parish 
a little  way  from  yours,  who  was  struck  by  the  work 
you  were  doing,  and  wished  to  follow  your  example ; 
surely  you  would  not  wish  to  shut  them  out  because 
they  were  not  registered  already? — I am  afraid  the 
prevailing  feeling  is  to  have  Slate  Clubs,  rather  than 
registered  societies,  because  the  clergy  can  retain 
control. 

2211.  If  you  were  exempted  from  Income  Tax,  and 
some  dividing  line  found,  would  not  that  put  you  in 
a very  strong  position? — It  would;  it  would  be  an 
excellent  thing,  and  would  do  away  with  the  over- 
payment of  officials  in  the  case  of  clubs  that  are  run 
purely  for  the  officials.  It  would  do  away  with  a 
lot  of  what  I may  call  hanky-panky  which  has  been 
going  on  in  the  unregistered  concerns.  They  can  do 
just  as  they  like.  The  balance  sheets  produced  before 
these  working  men  are  often  absolutely  fallacious. 

2212.  Accepting  all  that,  you  see  the  difficulty  is 
this:  supposing  the  Commission  want  to  recommend 
something  which  would  enable  you  to  get  an  advan- 
tage which  the  Slate  Clubs  have  not : the  difficulty  is 
how  to  draw  the  line.  Can  you  suggest  any  way? 
The  real  point  is,  I understand,  that  both  in  your 
case  and  the  Slate  Club’s  case,  the  individual  member 
has  a right  of  withdrawal.  Do  you  think  it  would  be 
possible  for  you  to  do  anything  in  the  rules  of  your 
constitution,  which  would  differentiate  you  in  some 
way  from  a Slate  Club,  and  would  enable  a line  to  be 
drawn? — That  reminds  me  that  when  the  war  was  at 
a very  serious  stage,  it  was  proposed  that  we  should 
have  a Rule,  purely  on  patriotic  grounds,  whereby 
no  member  should  be  allowed  to  withdraw  more  than 
three-quarters  of  his  stock.  The  proposal  was  made 
at  an  annual  meeting,  and  the  chairman  of  the  meet- 
ing thought  that  it  was  going  against  the  constitu- 
tion that  we  had  already  laid  down,  and  one  of  the 
auditors  objected  on  the  grounds  that  our  members 
had  subscribed  their  money  on  certain  terms.  He 
admitted  that  the  annual  meeting  could  do  anything, 
but  he  said  the  great  number  would  say:  “I  sub- 
scribed my  money  on  those  terms  ’ ’ ; and  so  it  was 
not  put  to  the  meeting.  It  was  proposed  and 
seconded,  but  was  not  actually  put  to  the  meeting, 
and  was  withdrawn.  We  could  do  that  if  that  would 
meet  the  point.  I think  that  is  an  excellent  sugges- 
tion that  they  should  be  only  allowed  to  withdraw  a 
certain  amount.  Of  course  you  see  the  necessity  of 
being  able  to  withdraw  a certain  amount  for  furnish- 
ing the  home,  for  example.  A young  man  or  a young 
woman  saves  money,  and  when  they  marry  they  with- 
draw it,  and  they  are  always  very  proud  to  tell  you 
that  it  is  for  the  setting  up  of  the  home. 

2213.  Chairman:  Can  you  answer  Mr.  Pretyman’s 
question — because  we  want  to  help  you? 

2214.  Mr.  Pretyman:  I should  be  glad  if  you  could 
answer  my  question,  and  not  go  off  on  to  something 
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else? — If  you  are  of  opinion  that  something  of  that 
nature  should  be  done,  I do  not  see  why  these 
societies  should  not  have  a rule. 

2215.  You  went  off  on  to  something  quite  different. 
1 asked  if  you  could  alter  your  constitution  so  as  to 
make  it  different  from  that  of  a Slate  Club  in  the 
matter  of  withdrawals.  You  then  assumed  that  I 
had  suggested  that  a partial  prohibition  of  with- 
drawals would  meet  the  case.  I did  not  make  any 
such  suggestion. — I did  not  mean  that.  I only 
mentioned  a case  that  had  actually  occurred  at  one 
of  our  annual  meetings. 

2216.  That  is  not  answering  my  question? — I 
thought  the  Commission  might  like  me  to  state  what 
actually  has  occurred  at  one  meeting;  we  could  do 
that  in  the  future.  Your  point  is:  what  could  we 
suggest  as  regards  that  withdrawal.  I should  sug- 
gest that  a great  part  of  the  members’  savings  should 
be  compulsory. 

2217.  Chairman : It  is  not  the  question  of  with- 
drawals that  Mr.  Pretyman  is  asking. — I am  sorry. 

2218.  Mr.  Pretyman : Will  you  answer  thus  ques- 
tion r Would  it  be  possible,  for  instance — I only 
make  this  suggestion  to  you— to  define  the  objects  for 
which  withdrawal  was  allowed? — It  would  be  possible, 
but  rather  difficult,  although  we  should  know  in 
nine  cases  out  of  ten,  as  we  know  now,  what  the 
objects  are. 

2219.  You  want  a very  large  benefit  from  the 
State.  You  pay  Income  Tax  at  6s.  in  the  £?— Well, 
only  on  the  mortgages. 

2220.  You  told  me  just  now  that  you  were  liable? 
— \Ve  are  liable,  but  we  do  not  actually  pay. 

2221.  I think  possibly  the  Inland  Revenue  may  be 
holding  it  up  awaiting  what  this  Commission  may 
say,  and  what  the  Chancellor  of  the  Exchequer  may 
decide  after  the  Commission  has  reported,  and  I 
should  not  like  to  say  for  certain  that  you  will  not 
have  to  pay. — I think  we  shall  be  wound  up  if  we 
pay  the  6s. 

2222.  Then  it  is  rather  a serious  matter? — It  is,  un- 
doubtedly. 

2223.  It  seems  to  me  that  the  only  line  of  country 
you  have  got  is  to  try  and  differentiate  yourselves 
from  these  Slate  Clubs,  who  you  quite  agree  ought  not 
to  have  exemption.  I quite  understand  that  it  is 
much  nicer  for  a member  to  put  his  money  in,  and  be 
able  to  leave  it,  or  draw  it  out,  whenever  he  likes ; but 
is  it  not  pretty  clear  that  if  you  had  that  you  could 
not  expect  to  be  exempted  from  Income  Tax  ? You  do 
not  really  suggest  that  where  that  absolute  freedom 
exists  there  is  any  possible  way  of  differentiating  it 
from  the  Slate  Club  ? — I admit  it  has  been  exceedingly 
difficult,  and  that  was  exercising  my  thoughts  when  I 
wrote  out  the  evidence  for  this  Commission,  as  to  how 
we  could  draw  that  dividing  line;  and  the  only 
dividing  line  I have  drawn  up  to  now  is  this — that  it 
should  be  “bona-fide  thrift  and  provident  societies,  run 
m connection  with  a recognized  mission  or  institute.” 

2224.  I do  not  think  that  is  very  satisfactory, 
because  it  might  be  run  in  connection  with  a firm?— 
The  members  of  a society  run  in  connection  with  a 
firm  are  all  above  the  Income  Tax  exemption  limit, 
surely.  We  have  a number  of  those  societies  support- 
ing us,  but  they  admit  that  we,  working  among  very 
small  people,  are  on  a different  plane  altogether.  For 
instance,  Selfridge’s  Thrift  Society  supports  us,  and 
Waterlow  & Sons’  Society,  but  they  say  our  mc-iL'be'-e 
are  vastly  different  from  theirs. 

2225.  Are  we  not  rather  getting  into  the  question  of 
a particular  region  of  society?  The  tax  is  based  on 
what  the  society  does  with  its  money,  and  not  on  the 
question  of  the  particular  mission,  or  particular  firm 
or  particular  individuals  who  have  originated  the 
society.  I think  you  get  into  a very  different  region 
there  ?— Would  it  meet  your  views,  so  that  you  could 
recommend  it  to  the  body  you  are  responsible  to,  to 
I arliament,  if  we  suggested  that  it  should  be  a sine 
qua  non  rule  with  these  societies  that  no  member 
should  be  allowed  to  withdraw  more  than,  say,  three- 
quarters  of  his  savings  ? 

2226.  I do  not  think  that  would  meet  the  case,  but  I 
am  only  giving  my  own  opinion.  I do  not  lay  it  down 
at  all ; I only  say,  for  what  it  is  worth  as  a suggestion, 


that  it  would  be  worth  considering  whether  you  could 
not  limit  the  objects  for  which  money  could  be  with- 
drawn— I mean  make  a definite  limitation  of  the  ob- 
jects. Then  of  course  you  would  have  to  say  to  your 
members : “ You  are  not  going  to  be  as  free  to  draw 
your  money  out  as  you  were,  but  if  you  will  agree  to 
this  limitation  we  shall  be  on  stronger  ground  for  ask- 
ing for  exemption  from  Income  Tax.  It  will  be  real 
thrift.  You  cannot  withdraw  your  money  for  a 
• beano  ’ ; you  can  only  withdraw  it  for  certain  definite 
objects”;  and  as  long  as  those  objects  are  objects 
which  the  State  would  obviously  approve,  such,  for 
instance,  as  a man  buying  his  own  house,  that  must 
obviously  be  a sound  thing.  If  you  put  that  forward, 
I do  not  say  that  that  would  meet  the  case,  but  it 
seems  to  me  the  sort  of  line  of  country  it  would  be 
worth  your  while  following  up? — (Mr.  Buckendge) : 
As  a rule  nine-tenths  of  our  members  do  not  pay  In- 
come Tax  and  are  not  liable  for  Income  Tax. 

2227.  I quite  understand  that. — Their  point  is,  that 
if  they  kept  that  money  away  from  our  society,  if, 
for  instance,  it  was  in  the  Post  Office,  they  would 
not  pay  tax  on  it;  by  putting  it  into  our  Society 
they  are  charged  at  the  full  rate  of  6s.  in  the  £. 
They  are  not  allowed  to  claim  the  difference  between 
the  2s.  3d.  and  the  6s.,  because  they  are  a society. 
If  they  were  individuals  they  could  go  further  than 
that,  and  claim  to  be  exempt  from  Income  Tax 
altogether;  but  we  are  told  that  as  a collective  body 
we  cannot  claim. 

2228.  There  is  no  dividing  line  between  you  and 
a Slate  Club,  which,  you  admit  yourselves,  ought  not 
to  be  exempt? — Slate  Clubs  and  ourselves,  I reckon, 
are  on  distinctly  different  footings.  Our  thrift  is  con- 
tinuous, and  a member  will  get  the  maximum  amount 
in,  which  is  £60,  and  leave  it  in  for  years. 

2229.  Chairman : You  will  perhaps  think  over  the 
suggestion  which  has  been  made  on  that  point? — 
(Mr.  Bohn):  May  I also  ask  this?  My  attention  has 
been  drawn  to  the  fact  that  we  are  really  in  the  same 
position  as  the  Post  Office  Savings  Banks,  but  they 
are  free  up  to  a deposit  of  £200. 

2230.  Chairman : You  will  have  a great  many  other 
questions  to  answer. 

2231.  Sir  TV.  Trower : Why  do  you  put  at  £1,000 
the  income  on  which  back  tax  could  be  claimed? — You 
see  time  does  not  run  against  the  Crown. 

2232.  They  have  no  power  to  assess  you  for  more 
than  three  years. — I thought,  being  a Department  of 
the  Crown,  time  would  not  run. 

2233.  No,  that  is  not  so. 

2234.  Chairman : You  have  got  some  valuable  in- 
formation.— I feel  much  freer  since  I have  heard  that 
dreadful  weight  is  not  going  to  fall  on  my  head.  It  is 
not  such  a big  weight  now.  (Mr.  Buckeridge) : One 
of  the  remedies  I would  suggest  is  that  the  Registrar 
be  empowered  to  insert  a clause  that  a particular 
Thrift  Society  should  be  exempt  from  Income  Tax 
on  the  same  basis  as  a Friendly  Society,  and  that  he 
may  differentiate  between  the  societies. 

2235.  Well,  that  is  a point  to  put  up. 

2236.  Mr.  Bowerman : As  a matter  of  fact  the  In- 
land Revenue  people  have  been  rather  kind  to  you, 
have  they  not,  taking  the  Act  as  it  stands? — (Mr. 
Bohn)  : Yes,  they  really  are,  but  unfortunately  the 

^law  is  that  it  must  be  deducted  at  the  source  in  certain 
cases,  and  that  no  collective  body  can  reclaim. 

2237.  There  is  an  old  saying,  is  there  'not,  “ Let 
sleeping  dogs  lie”;  you  prefer  not  to  let  them? — 
Well,  we  feel  we  have  such  a strong  case. 

2238.  Is  it  voluntary  work  on  the  part  of  the 
Committee? — Only  the  secretary  and  the  cashier  are 
paid.  With  some  societies  the  Treasurer  is  paid,  but 
with  ours  it  is  not  so. 

2239.  Chairman:  You  act  in  an  honorary  capacity? 
-That  is  so. 

2240 . Mr.  Bowerman:  You  are  really  a mixture  of 
a building  society  and  a loan  society?— No,  a building 
society  is  on  trading  lines;  they  mix  the  capital  and 
the  interest  together. 

2241.  You  encourage  members  to  buy  their  own 
houses? — It  is  in  the  nature  of  an  investment,  and 
we  only  charge  4 to  4|  per  cent.  Building  societies 
charge  up  to  as  much  as  13  per  cent.  The  cheapest 
we  know  anywhere  round  about  us  is  6J  per  cent. 


MINUTES  OE  EVIDENCE. 


Ill 


22  May , 1919.] 


Mu.  H.  A.  Godson  Bohn  and  Mu.  Clement  Buckeridge. 


[ Continued . 


2242.  In  the  case  of  a member  withdrawing  does 
he  simply  withdraw  the  contributions  he  has  paid  in  i 
— Anything  he  likes. 

2243.  Can  he  go  beyond  his  own  contributions? — 
No  but  lie  can  get  a loan  on  the  cards  of  two  other 
members.  If,  for  instance,  a man  is  out  of  work,  or 
times  are  bad,  or  he  wants  to  purchase  his  home  or 
furniture,  or  what-not,  if  he  has  two  friends  who  will 
go  guarantee  for  him,  then  we  will  advance  up  to  the 
amount  of  the  three  cards,  liis  own  and  the  two 
friends. 

2244.  Then  the  total  of  £4,528  would  only  be  dis- 
tributed should  the  society  be  dissolved?— You  mean 
the  total  fund? 

2245.  The  amount  invested,  £4,528?- — That  is  so. 

2246.  It  would  only  be  distributed  in  the  event  of 
the  society  being  wound  up  ? — That  is  so.  Under  the 
registration  of  Friendly  Societies  we  are  compelled  to 
distribute.  In  tlie  case  of  the  Kensington  Society, 
which  is  now  the  largest,  the  amount  distributed 
would  be  more  than  the  members  put  in,  because  we 
have  a reserve  fund  and  also  a management  fund. 

2247.  Are  you  satisfied  after  the  questions  that  have 

been  put  to  you  that  ib  would  be  rather  difficult  to 
accept  the  words  “ mission  hall  ” as  a kind  of  divid- 
ing line?— I see  the  point,  of  course.  I have  met 
some  who  were  interested  in  this  movement,  secre- 
taries of  other  parishes,  and  so  forth,  and  what  they 
were  inclined  to  say  was:  “It  is  not  for  us  to 

suggest  ” ; but  I said,  “ One  of  the  first  questions  1 
shall  be  asked  is  where  is  the  dividing  line  to  be 
drawn”?  They  said  “surely  it  is  for  the  body  who 
are  appointed  by  Parliament  to  do  it.”  I said  “No,  1 
am  afraid  they  will  not  take  that  view.  We  shall 
have  to  make  suggestions  to  them.”  That  is  the 
very  first  point  that  arose. 

2248.  This  is  merely  a pious  suggestion  on  your 
part? — Yes,  I think  it  is  the  most  valuable  one, 
because  they  would  have  to  get  the  consent  of  the 
mission  before  they  could  have  it,  and  in  practice  they 
are  doing  their  work  so  very  satisfactorily. 

2249.  Mr.  May : I understood  you  to  say  that  it  is 
nob  the  total  savings  of  your  members  that  you  are 
taxed  upon,  but  the  portion  which  is  put  out  to 
mortgage — the  interest  on  the  mortgages? — Yes,  and 
on  one  of  the  war  loans,  I think  it  is  the  4^  per  cent. 
The  Exchequer  Bonds  I think  are  free,  and  the  5 per 
cent.  War  Loan  is  free. 

2250.  Do  you  consider  the  building  society  section, 
if  I may  so  call  it,  essential  to  your  scheme? — Yes,  it 
is  one  of  the  great  objects  of  thrift.  It  encourages  a 
man  to  do  something  more  than  mere  paymenb  into 
the  society;  he  will  save  more  still.  It  is  a consider- 
able prize  to  him,  and  I think  you  will  agree  that  it 
makes  for  steadiness  in  the  working  class. 

2251.  Supposing  that  side  of  your  operations  were 
eliminated,  and  that  you  gave  up  for  the  time  being 
lending  money  on  mortgage,  it  would  be  a real 
hindrance  to  the  development  of  your  society  as  a 
means  of  self-help  for  these  very  poor  people? — I 
think  so.  It  is,  I think,  a great  ambition  for  these 
working  men  to  acquire  their  own  homes.  It  makes 
for  the  steadiness  of  the  working  class  that  they 
should  have  a stake  in  the  land  by  the  owning  of 
their  own  houses.  I am  very  strong  for  that..  It  is 
the  great  ambition  of  these  men  to  own  their  own 
place.  They  take  a special  pride  in  it. 

2252.  How  many  of  your  members  at  the  present 
time  are  buying  their  own  houses? — We  have  refused 
two ; it  is  20  altogether.  Of  course,  the  slightly 
richer  ones  who  can  save  more  are  able  to  do  that. 

2253.  Out  of  602?— Yes. 

2254.  So  I suggest  to  you  that  after  all  the  build- 
ing society  department  is  a very  small  section? — Yes, 
hut  we  also  do  this,  we  lend  our  members  the  assist- 
ance of  our  surveyor,  and  of  our  solicitors,  at  the 
same  rate,  even  though  there  is  no  mortgage  with  the 
society.  They  can  purchase  on  their  own,  and  those 
who  have  done  so,  of  course,  would  not  appear  in 
our  balance  sheet. 

2255.  You  suggested  that  Co-operative  Societies  in 
chis  respect  have  complete  exemption? — Well,  I 
believe  there  is  something  about  putting  money  on 
deposit  with  a Co-operative  Society.  I understand 
they  have  to  make  q.  return  and  the  Income  Tax  is 
deducted. 


2256.  I will  not  go  further  into  it  now,  but  I 
advise  you  to  look  into  that,  if  I may. — We  cannot 
take  money  on  deposit.  May  I draw  that  distinction 
at  once?  We  are  forbidden  by  the  Friendly  Societies 
Acts  to  take  money  on  deposit. 

2257.  May  I ask  you  how  long  it  is  since  you  put 
your  case  up  to  the  Inland  Revenue? — A long  time 
ago. — (Mr.  Buclccridge) : If  I might  answer  that 
question,  I should  think  quite  15  to  20  years  ago 
since  we  first  tried. 

2258.  Mr.  Pretyman : That  is  not  the  last  time ; 
are  you  still  at  it? 

2259.  Mr.  May : I asked  what  was  the  last  occa- 
sion ? — (Mr.  Bohn) : When  I saw  the  head  of  the 
Claims  Branch,  Mr.  Jacob,  at  the  starting  of  the  War 
Savings,  I drew  attention  to  this,  and  again  I 
received  the  utmost  sympathy. 

2260.  Have  you  yet  appealed  to  the  Special  Commis- 
sioners to  consider  your  case? — I did  not  know  that 
we  could  do  that. 

2261.  Any  taxpayer  can  do  that. — We  have  gone 
to  the  Somerset  House  authorities,  and  we  thought 
we  had  exhausted  every  means.  I should  be  very  glad 
to  hear  that  we  can  get  some  special  consideration. 

2262.  I am  not  suggesting  that.  I only  suggest  to 
you  that,  if  it  is  15  years  since  the  case  was  put  up, 
the  whole  aspect  of  the  Board  of  Inland  Revenue  has 
changed  since  then,  and  I am  not  sure  thab  you  are 
on  safe  ground  in  assuming  all  that  you  have  assumed 
this  afternoon.  Why  do  you  limit  the  holding  of  your 
members  to  £60  seeing  that  the  object  is  to  provide 
them  with  their  own  houses? — The  idea  is  only  to  get 
hold  of  the  very  smallest  people;  it  is  education  in 
thrift.  We  do  not  pretend  to  compete  with  the 
Friendly  Society  or  any  other  organisation.  It  is  part 
of  the  work  of  the  society  to  encourage  thrift  and  in- 
culcate these  traits  of  character  into  the  individual, 
and  then  afterwards  he  will  save  more  on  his  own. 
Once  we  have  sown  the  seed  we  say  the  work  is  done ; 
it  is  educational  more  than  pounds,  shillings  and 
pence  saved.  (Mr. , Buckeridge)  : I should  like  to 
answer  that  question  more  fully.  It  was  the  Regis- 
trar that  prevented  us  increasing  the  amount  of 
holding.  He  said:  “You  must  define  what  a share 
is.”  He  said:  “Your  share  is  3d.  per  week  and 
must  be  fully  paid.  A share  fully  paid  is  £10;  there- 
fore a member  cannot  hold  more  than  £60  in  the 
society.”  That  restriction  came  from  the  Registrar. 
I daresay  he  would  allow  it  to  be  increased,  but  he 
wanted  a fixed  amount. 

2263.  Is  it  not  rather  that  the  Registrar  insisted 
upon  a clear  definition  in  your  rules  and  that  you 
limited  it  to  £60  and  not  the  Registrar  ?— Partly,  but 
he  wanted  a definition  of  a share. 

2264.  As  a matter  of  fact  there  is  no  legal  pro- 
vision which  prevents  you  from  having  a share  any- 
thing up  to  £200.— No.  (Mr.  Bohn) : There  is  some- 
thing in  the  Act,  I believe. 

2265.  Mr.  Bowerman : Supplementing  Mr.  May  s 

remarks  about  the  £60,  men  whose  savings  are  limited 
to  £60  are  not  buying  their  houses,  I take  it? — (Mr. 
Buckeridge):  No.  . , . , 

2266.  Why  I ask  is  that  there  is  a list  on  the  back 
of  this  printed  statement  ranging  from  £750  down 


,o  £125.  . . . 

2267.  Mr.  Kerly:  Can  you  give  us  a working 
example,  a practical  example? — (Mr.  Bohn):  In  the 
average  case,  or  the  typical  case,  a working  man 
laves  for  a number  of  years.  He  saves  for  something 
ike  12  years  and  has  now  something  approaching  £60. 
fie  knows  he  will  have  to  find  a certain  margin  to 
:over  any  fluctuations  of  market  value  of  the  house, 
[f  he  is  an  old  member  we  advance  up  to  the  hilt 
nore  than  any  commercial  concern  would  do,  and  in 
me  or  two  cases  more  even  than  a building  society 
,vould  do.  Then  he  withdraws  the  £50  or  £60  to 
form  a part  of  that  margin.  I am  afraid  it  is  not 
always  £50  or  £60 ; we  have  had  several  where  it  was 
mly  £25  or  £30.  Where  it  is  a £150  house  a margin 
3f  £25  is  not  too  much  for  the  man  to  find  himself. 

2268.  You  lend  him  the  money  to  buy  the  house, 
be  takes  the  amount  which  is  to  his  credit  as  part 
of  the  purchase  money?— I have  not  quite  followed 
that.  After  he  has  withdrawn  some  of ^he, 
standing  on  his  account,  say  £20  or  £30,  he  then 
enters  into  a contract  to  buy  the  house  We  have 
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old  member  we  will  advance  up  to  the  hilt,  and  that 
£20  will  be  found  by  him  to  pay  the  costs,  which,  as 
a matter  of  fact,  on  £150  would  be  only  two  guineas 
and  one  guinea  for  the  surveyor.  He  will  pay  the  rest 
of  that  £20  as  part  of  the  purchase  price  and  borrow 
the  rest.  We  have  a case  in  point  actually  now 
going  through. 

2269.  I think  that  answers  the  question  and  it  is  as 
I summed  it  up. 

2270.  Mr.  May : The  members,  irrespective  of 

whether  they  hold  a moi’tgage  or  not,  are  limited  to 
£60  in  their  holding.  The  money  that  is  advanced  to 
them  on  moi’tgage  is  an  entirely  separate  respon- 
sibility, an  individual  responsibility,  which  they  accept 
under  a deed. 

2271.  Mr.  Kerly : Except  that  they  have  a prefer- 
ence, being  members,  when  the  society  has  money  to 
lend,  on  mortgage. — That  is  right. 

2272.  Mr.  Walker  Clark : You  are  registered  under 
the  Friendly  Societies  Acts? — Yes. 

2273.  Is  there  anything  to  prevent  you  being 
registered  under  the  Certified  Savings  Bank  Act?— 
The  Trustees  Savings  Bank  Act? 

2274.  That  would  give  you  exemption? — -We  could 
not  then  purchase  a house  for  a working  man ; he 
could  not  secure  a moi’tgage.  If  he  is  out  of  work  he 
could  only  withdraw  his  money  and  could  not  get  a 
loan.  Some  of  these  societies  have  free  loans,  and  if 
a man  is  out  of  woi’k  for  a short  period  he  gets  a 
loan  for  nothing.  Of  course,  he  has  to  pay  it  back, 
but  he  has  not  to  pay  interest  on  a free  loan ; it  is  at 
the  cost  of  his  fellow  members,  and  in  the  nature  of 
co-operative  providence. 

2275.  Then  the  only  reason  why  you  are  registered 
under  this  Act  is  for  convenience  of  working? — It 
gives  us  a status  as  well ; I suppose  that  is  the  main 
reason.  It  is  desired  that  evei’y  society  should 
register,  wherever  it  is  possible. 

2276.  You  would  be  registered  as  a Certified  Sav- 
ings Bank? 

2277.  Mr.  Kerly  : But  Mr.  Bohn  says  then  they 

would  be  prevented  from  carrying  on  certain  profit- 
able work.  They  could  only  make  their  investments 
on  an  investment  basis. — (Mr.  Bohn ) : Such  as 

Consols ; and  there  we  should  have  even  more  deducted 
at  the  source. 

2278.  I am  told  a Savings  Bank  can  only  invest 
with  the  Commissioners  for  the  Reduction  of  the 
National  Debt.  Probably  everybody  knew  that  except 
myself. 

2279.  Mr.  Marks : I see  in  the  statement  of  your 
financial  position  you  have  got  on  mortgage  £2,430 ; 
nothing  turns  on  the  exact  amount.  I imagine  that 
on  that,  your  mortgagors  pay  you  interest.  Do  they 
deduct  from  their  interest  tax  at  the  full  rate? — Yes, 
that  is  our  grievance. 

2280.  Whether  they  are  liable  to  pay  the  full  rate 
or  not? — That  is  so. 

2281.  Do  you  know  if  they  account  to  the  Inland 
Revenue  for  that  tax  that  they  deduct? — They  oust, 
must  they  not? 

2282.  They  ought  to. — I thought  that  to  every 
house  a form  was  sent  at  the  beginning  of  the  year. 

2283.  We  do  not  want  to  go  into  that.  Do  you 
know,  or  do  you  not  know,  whether  they  do  account 
for  it? — I am  afraid  I have  never  inquired  further. 
We  have  to  pay  it,  unfortunately. 

2284.  I rather  gathered,  from  what  you  said,  that 
it  was  one  of  the  grievances  of  your  members  as  a 
body  that  these  mortgagors  deduct  the  Income  Tax 
from  their  interest? — Yes,  especially  these  smaller 
ones. 

2285.  If  the  Revenue  gives  it  back,  it  mitigates  the 
grievance,  to  some  extent?— If  the  individual  member 
did  not  have  to  pay  at  the  full  rate,  I dare  say  it 
might  be  so.  I have  never  gone  into  that  question. 
We  have  to  pay  it  at  the  full  rate;  it  is  deducted 
by  Act  of  Parliament;  we  are  compelled  to  allow  it. 

2286.  I see  in  your  report  you  say  “ The  dividends 
during  the  year  were  as  follows  ’’—amounting  to 
Is.  6d.  in  the  £ ? — Last  year  it  was  9d. 

2287.  Yes,  I beg  your  pardon;  I am  adding  in  the 
total.  It  is  9d.  in  the  £? — Just  under  4 per  cent, 
blit  that  does  not  include  the  management, 


2288.  This,  I take  it,  is  in  the  nature  of  interest 
on  the  deposit  of  the  member,  and  he  has  it  in  full 
without  deduction  of  tax  ? — Quite  right. 

22S9.  And  if  he  is  liable  to  tax,  he  would  have  to 
account  for  it? — Quite  right;  in  the  same  way  as  the 
Savings  Banks ; in  fa'ct,  in  that  instance  he  might  be 
paying  twice  over,  because  part  of  that  represents 
what  has  been  deducted  over  the  mortgages.  Then 
if  he  has  also  to  deduct  something  else  later  on,  he 
will  be  paying  a portion  twice  over. 

2290.  Mr.  Armitag  e-Smith:  You  told  us  that  the 
important  thing  was  the  principle? — That  is  right. 

2291.  You  regard  thrift  as  an  advantage  to  the 
State  ? — Absolutely. 

2292.  To  such  an  extent  that  in  this  case  you  think 
the  State  should  make  a subsidy  ? — Quite. 

2293.  You  think  that  a subsidy  is  justified  whc-n 
the  thrift  is  on  a small  scale,  but  not  when  it  is  on 
a laTge  scale? — Because  we  are  dealing  with  the 
poorest. 

2294.  I did  not  ask  you  why;  but  that  is  so? 
A subsidy  is  justified  when  the  thrift  is  on  a small 
scale,  but  not  when  it  is  on  a large  scale? — I do  not 
say  that  at  all.  We  are  only  concerned  with  our  small 
organisation ; we  do  not  speak  for  the  larger  ones. 

2295.  Would  you  generalize  your  principle,  and  say 
that  the  State  should  provide  a'  subsidy  for  all  thrift? 
— Yes,  where  it  is  a necessity ; but  if  the  man  has  the 
power  of  saving  more  than  is  an  absolute  necessity, 
then  you  could  certainly  tax  him.  You  do  not  t;,x 
food,  but  if  a man  buys  a cigar,  or  even  if  he  buys 
sweets — I do  not  see  wily  you  should  not  put  a tax 
on  sweets ; they  are  a luxury.  I am  drawing  a 
parallel  as  to  what  is  a necessity.  Thrift,  we  say,  is  a 
necessity  where  it  is  to  save  money  to  keep  a man 
for  the  rest  of  his  days,  when  he  is  out  of  woi’k  or 
when  he  is  ill,  and  when  he  is  past  work — and  his  w’fe 
also;  and  he  should  be  allowed  to  put  by  a certain 
sum  to  provide  for  that,  free  of  all  Income  Tax ; the 
State  should  assist  to  that  extent.  But  if  he  chooses 
to  save  more  than  that,  by  all  means  put  on  a tak. 

2296.  You  say  thrift  is  as  much  a necessity  of  life 
as  food? — Absolutely.  It  provides  the  means  whereby 
to  secure  that  food — the  money  to  buy  that  food. 

2297.  Sir  J.  Harmood-Banner:  Is  not  this  one  of 
the  general  class  of  Thrift  and  Provident  Societies 
that  are  established  all  over  the  land  for  superannua- 
tion and  other  purposes,  which  you  think  ought  to  be 
dealt  with  separately  ? Is  it  one  of  a class  of  a great 
number  that  we  shall  have  before  us? — We  put  our- 
selves on  a different  footing.  The  superannuation 
funds,  I admit,  are  very  necessary,  and  I think  con- 
sideration ought  to  be  given  there ; I am  very  strongly 
of  that  opinion.  But  ours  is  much  more  deserving, 
because  we  are  educational  as  well.  We  seek  to  do 
more  than  these  other  societies  do ; we  are  so  educa- 
tional. 

2298.  Mr.  Kerly  (acting  as  Chairman) : As  I under- 
stand, your  claim  for  special  treatment  is  that  the 
people  who  really  own  the  interest  from  which  the 
tax  is  deducted,  are  all  such  poor  people  that  indi- 
vidually they  would  be  exempt? — That  is  so. 

2299.  And  that  is  why  you  suggest  that,  being 
grouped  together,  they  should  not  pay  a tax  that 
otherwise  would  not  fall  upon  them? — That  is  so. 

2300.  Your  difficulty  in  running  your  Society  is 
that  for  other  reasons  you  want  to  make  your  invest- 
ments on  mortgage,  where  the  tax  is  dedxxcted  at  the 
source? — Yes. 

2301.  You  are  not  in  the  position  of  such  a Society 
as  Sir  John  Harmood-Banner  suggested  to  yoix — a 
superannuation  fund,  which  can  choose  other  invest- 
ments?— Quite. 

2302.  I suggest  to  you  that  there  are  two  difficulties 
in  your  way : The  first  is,  to  define  your  Society  so 
that  it  and  other  societies  may  be  exempted ; the 
second  is  to  provide  that  your  Society  shall  be  a legal 
person,  so  that  it  can  claim  repayment? — That  is  so. 

2303.  The  second  one  is  quite  easily  dealt  with  if 
you  have  got  the  first? — Yes. 

2304.  But  the  definition  goes  to  the  root  of  the 
matter.  Tn  fact,  you  distinguish  your  Society  from 
a Slate  Club,  if  I properly  understand  you,  by  sug- 
gesting that  a Slate  Club  is  a transitory  body  which 
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exists  to  make  a collection  until  the  beanfeast  comes 
round.  How  would  this  definition  suit  you ; it  is 
the  best  I have  been  able  to  construct  at  a moment’s 
notice  listening  to  your  evidence:  “ A Society  regifr- 
tered  under  the  Friendly  Societies  Acts  and  perma- 
nently constituted  for  the  encouragement  of  thrift  by 
the  collection  and  care  of  small  sums  repayable  on 
demand  on  notice  and  not  at  a fixed  term  or  on  a 
defined  occasion  ” ? — Would  you  mind  putting  that 
again  P 

2305.  I want  to  rule  out  the  Slate  Club,  which 
divides  up  at  Christmas  or  divides  up  when  some 
special  occasion  comes  round.  I am  not  very  well 
satisfied  with  this  myself,  I may  tell  you,  and  I sug- 
gest it  for  improvement:  “ A Society  registered  under 
the  Friendly  Societies  Acts  ’ ’—not  a Friendly  Society, 
but  registered  as  you  are — “ and  permanently  consti- 
tuted for  the  encouragement  of  thrift  by  the  collection 
and  care  of  small  sums  ” — which  might  be  defined — 

“ repayable  on  demand  on  notice  and  not  at  a fixed 
term  or  on  a defined  occasion  ”P — I think  that  would 
do  it  amply. 

2306.  First  of  all,  would  it  include  your  Society? 
Because  we  do  not  want  to  rule  you  out? — “ Not 
repayable  on  any  fixed  occasion.” 

2307.  Is  all  your  money  repayable  on  demand? — 
Yes,  on  seven  days’  notice. 

2308.  If  any  member  of  the  Commission  would  like, 
upon  the  suggestion  I have  just  made,  to  ask  any 
further  question,  there  is  an  opportunity. 

2309.  Mr.  May : I would  like  to  ask  whether  this 
repayment  on  demand  is  not  subject  to  the  veto  of 
the  Committee  of  Management? 

2310.  Mr.  Kerly : What  do  you  say  to  Mr.  May’s 
question?  Has  your  Committee  of  Management  any 
veto? — (Mr.  Buckeridge ) : No.  If  the  money  in  hand 
is  sufficient  to  pay  it,  it  has  to  be  paid.  It  is  only 
a question  of  having  the  cash  there. 

2311.  Mr.  May:  I think  you  will  see  my  point: 
That  without  that  power  on  the  part  of  the  Com- 
mittee of  Management  it  could  be  so  arranged  that 
it  was  all  removed  at  a particular  time. 

2312.  Mr.  Kerly:  I agree  that  the  members  could 
agree  to  give  their  notices  at  a fixed  time;  but,  of 
course,  they  cannot  all  give  notice  at  once,  because 
the  money  is  not  there  to  repay. 

2313.  Mr.  May:  Quite  so;  but  your  point  is  to 
differentiate  it  from  a Slate  Club,  and  I do  not  think 
what  vou  have  suggested  quite  comes  to  it. 

2314.  Mr.  Kerly:  I am  quite  conscious  that  such  a 
definition  as  I have  suggested,  if  you  eliminated 
“ registered  under  the  Friendly  Societies  Acts,”  might 
lead  to  the  registration  of  moneylenders’  friends  and 


customers;  and  societies  might  be  specially  set  up  in 
that  way,  and  other  societies  which  one  does  not  wish 
to  favour.  That  is  why  I put  in  the  words  “ con- 
stituted for  the  encouragement  of  thrift,”  and  also 
provided  that  they  should  be  registered,  which  would 
give  the  Registrar  of  Friendly  Societies  the  duty  of 
passing  them. 

2315.  Mr.  Walker  Clark:  Ought  there  not  to  bo  a 
definition  which  would  prevent  it  being  a profit- 
making concern? — It  should  not  be  a source  of  profit 
either  to  the  officials  or  to  the  place  where  the  meet- 
ing is  held.  It  should  be  more  or  less  honorary.  T 
think  there  should  be  some  saving  clause  of  that 
sort  in  your  definition. 

2316.  Mr.  Kerly:  It  occurs  to  me  that  one  must 
leave  that  to  someone’s  discretion.  I doubt  whether 
you  could  do  better  than  the  phrase  I have  suggested : 

“ permanently  constituted  for  the  encouragement  of 
thrift  amongst  the  members.” 

2317.  Mr.  Walker  Clark:  “ On  a voluntary  basis,’' 
or  something  of  that  sort. 

2318.  Mr.  Marks:  “ And  not  for  profit,”  or  some- 
thing of  that  sort. 

2319.  Mr.  Kerly:  YeS;  I will  put  that  in:  “not 
for  profit.” — (Mr.  Bohn):  Of  course  that  might  stop 
the  payment  of  any  interest  on  their  holdings. 

2320.  Mr.  Kerly:  No,  I do  not  think  so. 

2321.  Mr.  Birley:  It  would  be  a profit  to  the  mem- 
bers.— I think  you  need  have  no  fear  as  regards 
that.  In  the  case  of  all  the  registered  societies,  with 
their  balance  sheets  having  to  be  filled,  and  an  annual 
return  having  to  be  made,  it  is  so  obvious,  everyone 
can  see  it ; it  would  stop  at  once.  It  is  only  with  these 
Slate  Clubs,  where  you  have  no  proper  balance  sheet, 
that  you  have  that. 

2322.  Mr.  Kerly:  I think  it  was  Mr.  Marks  sug- 
gestion: “ and  not  for  profit.” 

2323.  Mr.  Marks:  I think  there  should  be  some 
definition  which  would  cover  the  Co-operative 
Societies,  and  so  on. 

2324.  Mr.  Kerly : We  have  sufficient  to  discuss  it 
amongst  ourselves,  I think. 

2325.  Sir  B.  Nott-Bower:  You  said:  “for  small 

sums".”  Would  it  not  be  better  to  have  some  defini- 
tion of  that?  . 

2326.  Mr.  Kerly:  I said:  “collection  and  care  of 

small  sums  ” to  be  defined.  . 

2327.  Have  you  any  suggestion  as  to  the  limit  of 
amounts  payable? — I do  not  think  so.  We  ourselves 
do  not  wish  a large  amount;  because  what  we  say 
is  that  we  have  succeeded  if  we  have  once  got  a man 
into  slaving  a small  amount.  We  consider  we  have 
then  got  the  work  done.  Thrift  is  so  contagious  that 
you  need  have  no  fear ; it  will  catch  on. 
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KOYAL  COMMISSION  ON  THE  INCOME  TAX. 


FIFTH  DAY, 

Wednesday,  4th  June,  1919. 


Present  : 

LORD  OOLWYN  (in  the  Chair). 


Mr.  BOWERMAN. 

Mr.  BRACE. 

Mr.  PRETYMAN. 

Sir  E.  E.  NOTT-BOWER. 


Sir  J.  S.  HARMOOD-BANNER. 
Sir  W.  TROWER. 

Mr.  HOLLAND-MARTIN. 

Mr.  WARREN  FISHER. 

Mr.  ARMITAGE-SMITH. 


Mr.  BIRLEY. 

Mr.  WALKER  CLARK. 
Mr  HILL. 

Mr.  KERLY. 

Mrs.  KNOWLES. 

Mr.  McLINTOCK. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 

Professor  PIGOU. 


Mr.  Charles  Edwards,  M.P.,  on  behalf  of  the  South  Wales  Miners’  Federation,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

2328.  Charles  Edwards,  J.P.,  M.P.,  Miners’  Office, 
Blackwood,  Mon.,  representing  the  Bedwellty  Divi- 
sion of  Monmouthshire,  will  give  evidence  on  two 
points,  viz.,  opposition  to  payment  of  Income  Tax, 
and  the  reason  for  the  demand  that  the  basis  below 
which  Income  Tax  should'  not  he  assessed  should  he 
raised  to  £250  per  annum:  — 

(1)  Reduction  of  basis  from  £160  to  £130,  and  this 

when  cost  of  living  was  going  up. 

(2)  Indirect  taxation.  This  presses  on  the  poor 

more  than  on  any  other  part  of  the  com- 
munity, thus  making  it  a double  burden  on 
the  low-paid  men. 

(3)  Belief  that  cost  of  collecting  same  is  almost 

equal  to  the  amount  collected. 

(4)  Refusal  to  allow  abatements  to  sons  who  may 

be  keeping  the  home  after  the  death  of  the 
father. 

(5)  £130  equal  to  £2  10s.  per  week.  Pre-war 

value,  25s.  per  week. 

(6)  £250  per  annum  equals  £4  16s.  Id.  per  week, 

or  pre-war  value  of  £2  8s.  Id.  per  week. 

(7)  £160  pre-war  basis  was  over  £3  per  week,  so 

that  the  present  demand  is  even  less  than 
that. 

[ This  concludes  the  evidence-in-chief .] 

2329.  Chairman : Have  you  a paper  before  you  that 
you  would  like  to  read  to  us,  or  would  you  prefer  to 
address  the  Commission  on  the  points  that  you  have 
put  down? — I was  not  quite  sure  whether  I should 
have  to  speak  on  these  points,  or  whether  you  would 
ask  questions. 

2330.  I think  it  would  be  better  if  you  would  tell 
the  Commission  what  is  in  your  mind,  and  then  you 
will  be  examined  afterwards? — Then  I will  take  the 
different  points  as  they  are  put  down.  First  of  all 
with  regard  to  the  reduction  of  the  basis  from  £160  to 
£130,  and  this  when  cost  of  living  has  gone  up.  I 
want  to  speak,  first  of  all,  on  the  opposition  to  paying 
Income  Tax,  and  why  opposition  came  about.  I 
speak  for  the  miners  of  Monmouthshire  and  South 
Wales  : I belong  to  Monmouthshire.  We  consider  that 
this  reduction  in  the  basis  was  made  at  the  worst  pos- 
sible time,  because  the  basis  was  reduced  when  every- 
thing else  was  soaring  upwards.  The  old  £160  basis, 
I remember  very  well  when  I was  working,  was  a basis 
that  none  of  us  was  called  upon  to  pay  under ; we  used 
to  wish  that  we  were,  because  the  wages  were  vejy 


much  lower  than  that.  But  that  was  when  things 
were  soaring,  and,  through  organisation,  wages  were 
going  up  at  the  same  time;  I would  not  say  cor- 
respondingly, but  wages  were  going  up  until,  by  the 
wages  going  up  and  the  reduction  to  £130,  there  wore 
so  many  more  people  brought  in  to  pay  Income  Tax 
than  there  had  been  previously.  I think  there  would 
have  been  an  upheaval  with  labour  at  that  time  were 
it  not  for  the  energies  of  the  labour  leaders — and  I 
was  one  of  them — who  did  our  best  to  make  the  thing 
workable  and  met  the  Income  Tax  Surveyors  on 
different  occasions  and  made  it  as  easy  as  we  could. 
We  told  the  men  that  it  was  the  law  of  the  land  and 
it  ought  to  be  observed,  and  that  we  should  take  con- 
stitutional means  to  get  the  basis  as  it  was  before. 
We  have  failed  in  that  up  to  now.  There  has  been 
opposition  from  the  workers  from  the  very  commence- 
ment against  this  paying  of  Income  Tax  at  £130,  but 
through  our  exertions  we  got  it  going ; sometimes  men 
have  refused,  a few  have  gone  to  gaol,  and  the  agita- 
tion has  been  going  on  from  the  very  beginning.  I my- 
self consider  that  it  was  a senseless  thing  to  do  to  re- 
duce the  basis — because  there  must  be  a standard  of 
living  after  all — at  a time  like  that.  That  is  the 
whole  point  that  I want  to  make  on  that.  It  became 
unpopular.  I suppose  Income  Tax  with  you,  gentle- 
men, who  have  always  been  used  to  paying  Income 
Tax,  was  always  an  unpopular  thing,  but  to  reduce  it 
to  £130,  which  was  not  a proper  basis  that  anyone 
could  live  upon,  I look  upon  as  a most  senseless  thing 
to  have  done.  If  they  had  left  it  where  it  was  there 
would  not  have  been  the  same  opposition,  because  it 
had  been  the  law  for  some  considerable  time  before. 
I do  not  know  that  I want  to  labour  that  point. 

2331.  Then  there  is  indirect  taxation.  That  is 
always  unpopular  with  the  workers,  because  the 
articles  of  food  that  are  taxed  are  upon  the  tables  of 
the  poor  always.  You  may  go  into  almost  any  work- 
ing-class house  and  you  will  find  tea  or  coffee  or  cocoa 
on  tho  table  ovcry  meal  in  the  day,  so  that  tho  poorer 
people  pay  much  more  in  indirect  taxation  than  I 
think  other  people  pay.  The  lowering  of  the  abate- 
ment, without  any  relief  at  all  in  regard  to  indirect 
taxation,  helped  to  make  it  unpopular. 

2332.  Then  there  is  a common  belief — I do  not  know 
how  far  it  is  true;  I know  it  is  true  very  largely,  but 
not  to  the  extent  that  I have  put  down  possibly — that 
the  cost  of  collecting  this  Income  Tax  is  equal  to  the 
amount  collected.  I would  not  like  to  say  that  that 
is  true,  but  I think  I should  be  safe  in  saying  that  to 
collect  the  total  of  these  small  amounts  costs  more 
than  half  of  the  amount  collected.  I am  assured  by 
Income  Tax  authorities — the  local  people  I mean  now 
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that  if  it  were  not  for  these  small  amounts  having 

to  be  collected  their  office  staffs  could  be  reduced  very 
considerably.  I think  I should  he  safe  in  saying  that 
of  the  eight  million  pounds  that  it  brings  in,  more 
than  four  million  pounds  go  in  salaries  and  expenses; 
so  that  if  the  basis  were  raised  the  loss  would  be  very 
much  less  than  it  appears,  because  of  that.  Ibis  is 
my  information  from  Income  Tax  authorities  : that  it 
costs  more  than  half  to  collect  the  amount  collected. 

2333.  Then  the  next  point  is  the  refusal  to  allow 
abatement  to  sons  who  may  be  keeping  the  home  after 
the  death  of  the  father.  I suppose  there  has  been 
more  feeling  over  this  than  over  anything  else. 

2334.  Who  gave  you  that  information  about  the  cost 
being  four  millions— about  the  cost  of  collection  being 
more  than  half  the  amount  collected  ?— Well,  sir, 
would  it  be  right  for  me  to  answer  that? 

2335.  Was  it  authentic  information  ?— It  came  from 
an  Income  Tax  Surveyor.  I do  not  think  I ought  to 
go  further  than  that.  I asked  him  casually,  What 
is  the  cost?  ” 

2336.  It  is  so  hopelessly  wrong  ; that  is  the  reason 
I was  wondering  where  you  got  it  from?  Is  that  so, 
sir  ? 

2337.  Yes.— He  toldi  me  that  every  girl  in  their  em- 
ploy—and  there  are  girls  in  every  office— the  whole 
lot  of  them  could  be  swept  away,  were  it  not  for  col- 
lecting these  small  amounts. 

2338.  It  is  hopelessly  wrong  upon  the  facts.— The 
common  belief  is  that  it  costs  as  much  to  collect  it 
as  the  tax  produces,  but  I do  not  put  it  as  high  as 
that. 


2839.  It  it  absolutely  wrong.— Then  I go  to  the 
other  point:  refusal  to  allow  abatements  to  sons  who 
may  be  keeping  the  home  after  the  death  of  the 
father.  Now  unfortunately  in  the  ?°Umries  'Te  *et 
a lot  of  fatal  accidents.  The  father  is  killed;  the  son 
then  shoulders  the  burdens  of  the  home,  and  ought 
to  be  encouraged  in  doing  that ; but  for  a long  time 
they  would  not  even  aUow  the  abatement  on  tile 
children,  on  the  brothers  and  sisters  of  that  son  who 
was  keeping  the  home.  Now  to  me  it  is  the  most 
ridiculous  thing  that  I have  ??er 
these  tales  are  talked  about  in  the  little  mining 
villages  were  everybody  knows  everybody  else  s 
business.  This  was  a common  thing.  We  met  .lme 
after  time  and  I think  in  a good  many  cases  wo  got 
them  to  allow  abatements  on  the  children.  I have 
known  sons  who  were  going  to  be  married  who  have 
given  up  the  idea  because  their  father  had  died  or 
was  killed  and  they  felt  their  duty  was  at  home.  I 
am  sure  you  will  all  agree  with  me  that  there  s 
credit  due  to  a son  like  that,  and  he  at  least  ought 
to  bo  encouraged  in  bearing  that  burden.  Then  on 
the  other  point,  of  being  allowed  abatement  for  the 
mother,  even  isyday  that  is  not  allowed  I have  a 
letter  now  with  Mr.  Chamberlain,  the  Cliancelloi  of 
the  Exchequer,  on  the  very  point  I am  putting  to 
you  now.  There  is  a son  who  lives  not  a hundred 
yards  from  whore  I live.  His  father  died  and  the 
son  is  keeping  the  home,  his  mother  and  two  children 
They  refused  to  allow  this  boy  an  abatement  for  the 
mother  because  she  is  not  an  invalid  Well,  is  it 
not  very  fortunate  for  the  State  and  for  eve^body 
else  that  the  woman  is  not  an  invalid?  She  is  able 
to  look  after  tho  two  children  going  to  school,  and 
this  boy  who  is  working  in  the  colliery ; and  m the 
very  last  order  that  was  issued,  lor  April  I think  it 
was,  thoy  refused  this  boy  an  abatement  for  the 
mother  because  she  was  not  an  invalid.  Now  if  any 
man  will  say  that  that  is  reasonable  or  commonsense 
treatment,  then  I have  finished.  This  thing  is  talked 
about  amongst  the  people,  and  there  is  no  wonder 
it  is  unpopular  when  one  can  point  to  scores  of  cases 
like  that,  according  to  the  size  of  the  village;  you 
find  cases  in  every  village  like  this,  that  everybody 
knows  about.  It  is  the  most  ridiculous  thing  that  1 
have  known,  I must  say,  and  even  to-day  that  is 
practised  in  regard  to  the  mother;  I would  not  like 
to  say  whether  the  case  of  the  children  has  been  met 
— I am  not  sure  on  that  point— but  I know  that  no 


abatement  is  allowed  in  respect  of  the  mother  unless 
the  mother  is  an  invalid.  I think  that  is  a point 
that  ought  to  be  given  some  consideration. 

2340.  Are  there  many  cases  where  the  allowance 
for  the  mother  has  been  refused? — I take  it  that  if 
one  woman  is  refused  others  are. 

2341.  Has  it  been  reported  to  you  in  many  cases? — 

In  the  beginning  we  had  a very  large  number.  I 
have  not  had  many  lately,  but  I take  it  tbat  if  one 
Surveyor  refused  this  woman  tbat  I know  of,  he 
would  do  the  same  thing  all  over  his  district,  what- 
ever that  district  might  be.  He  lives  in  Blackwood 
in  Monmouthshire. 

Then  the  next  point  is  about  the  money  value, 

“ £130,  equal  to  £2  10s.  Od.  per  week.”  We  consider 
the  pre-war  value  of  that  to  be  about  25s.  per  week. 

I do  not  think  anyone  at  any  time  would  have 
thought  of  collecting  Income  Tax  on  25s.  per  week. 

Of  course  we  were  hoping  that  the  cost  of  living 
would  come  down  after  the  war  was  finished,  but  I 
am  not  sure  that  it  is  not  the  other  way  about.  As 
far  as  clothes  and  boots  are  concerned  I know  it  is 
the  other  way  about.  I bought  a pair  of  boots  last 
Saturday  in  Cardiff  and  I gave  no  less  than  £3  15s. 
for  them;  I have  never  done  a thing  like  it  in  my 
life  before.  I say  I think  the  prices  are  still  soaring 
as  far  as  boots  and  clothes  are  concerned. 

Then  the  next  point  is  “ £250  per  annum  equals 
£4  16s.  Id.  per  week,  or  pre-war  value  of  £2  8s.  Id. 
per  week.”  Now  I find  some  diffidence  in  speaking 
on  this  £250,  and  I will  tell  you  why.  We  failed  in 
Parliament  to  get  a promise  from  the  Chancellor  of 
the  Exchequer  that  the  basis  should  be  raised.  That 
was  known  in  South  Wales,  and  at  the  very  first  con- 
ference of  miners  that  was  held  after  that  a resolu- 
tion was  carried  unanimously  that  no  more  Income 
Tax  would  be  paid  under  £250.  It  was  uncoii- 
stitutional  and  outside;  I know  all  that;  but  still  it 
was  passed,  and  that  fight  will  be  put  up.  The  only 
opposition  in  the  conference  was  that  £250  was  too 
low.  They  thought  that  we  ought  at  least  to  take 
the  basis  of  the  pre-war  £160  and  to  double  that 
according  to  the  cost  of  living,  which  would  have 
made  it  £320.  That  was  the  only  opposition  to  the 
resolution  that  was  carried — that  it  was  not  high 
enough.  So  that  I think  when  I say  that  the  basis 
ought  to  be  at  least  £250  I am  well  on  the  modest 
side,  not  only  for  miners  but  for  shopkeepers,  small 
tradespeople,  and  so  on.  £250  in  these  days  does  not 
carry  you  very  far  in  the  home,  and  I do  not  think 
anyone  could  say  anything  less  than  that  would  be  a 
proper  standard  of  living.  However,  £250  was  the 
amount  agreed  upon,  and  that  is  what  I am  talking 
about  now;  I think  that  ought  to  be  the  very  least 
amount  that  should  be  considered  as  a basis  for 
collecting  Income  Tax.  The  £160  pre-war  basis  was 
over  £3  per  week,  so  that  the  present  demand  is  even 
less  than  that.  I do  not  know  that  I want  to  say 
any  more  than  that.  I have  gone  over  the  points  in 
a few  words.  Possibly  there  may  be  some  questions 
put  to  me.  „ 

2342.  What  are  about  the  average  wages  now/— 
I could  not  give  you  the  average  wages.  Wages  are 
pretty  high  in  these  days;  it  is  fair  to  say  that.  I 
can  tell  you  the  minimum  wage  which  I think  would 
be  the  minimum  standard  of  living  in  that  district. 
The  minimum  wage,  I believe,  is  £3  16s.  and  some 
odd  coppers;  anyway,  you  can  reckon  it  up  it  you 
like.  It  is  6s.  per  shift  plus  66-83  per  cent.,  and 
then  there  is  a war  wage  of  18s.  per  week,  and  the 
last  Sankey  Award  of  12s.  per  week.  I think  It 
comes  to  about  £3  16s.  I have  not  worked  it  out. 
Now  that  is  the  minimum,  and  of  course  those  men 
are  called  upon  to  pay  Income  Tax 

that  would  be  the  minimum  standard  of  living  m 
that  particular  district. 

2343.  Has  there  been  a practice  amongst  the  miners 
to  work  only  up  to  a point  that  will  come  inside  the 
Income  Tax  limit?  Have  they  restricted  their  out- 
put at  all  in  order  to  evade  the  Income  Tax?— I am 
glad  you  have  mentioned  that.  I am  afraid  tiler, 
has  been  a lot  of  that,  however  foolish  it  might  be 
and  it  is  foolish,  I agree.  I have  seen  men  on  the 
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platforms  and  I have  said : ‘ ‘ Where  are  you  going 
to-day;  you  are  not  working?  ” The  reply  has  beenT 
“ Oh,  I am  going  to  have  a day  off ; you  have  only 
got  to  pay  it  in  Income  Tax  if  you  work.”  Now 
that  is  a common  idea;  foolish,  I know,  and  I think 
there  has  been  an  actual  reduction  of  work  and 
earning  because  of  the  Income  Tax;  in  fact  I know 
there  has.  You  may  take  it  as  a fact  that  that  is 
so,  however  foolish  it  might  seem. 

2344.  That  is  your  opinion? — Yes,  I know  it.  I 
have  come  across  case  after  case  and  had  that  reply. 

2345.  Do  you  think  if  the  Income  Tax  abatement 
was  higher,  that  is,  supposing  it  was  made  some- 
tliink  like  you  suggest,  there  would  be  a greater  out- 
put of  coal?— I believe  there  would  be.  Surely  it 
",ould  remove  what  I have  just  spoken  of;  because 
the  £2o0  is  a basis  agreed  upon  by  themselves;  they 
would  not  have  that  excuse  then  that  it  had  been 
forced  upon  them;  it  is  the  basis  they  are  asking 
tor  and  I think  the  output  would  be  increased 
because  of  that. 

2346.  Mr.  Bowerman : Is  it  not  a fact  that  owino- 
to  the  action  of  South  Wales  miners  the  deduction 

a was  increased  from  £10  to 

^25. — Yes,  I think  that  is  correct. 

2347.  Through  their  opposition? — Yes.  We  have 

had  several  deputations;  that  was  one  of  them,  1 
know;  and  we  had  improved  the  abatements  in  that 
sense. 

2348.  And  are  there  not  other  deductions  which 
miners  can  avail  themselves  of  which  perhaps  the 
ordinary  mechanic  cannot  avail  himself  of?— There 
are  deductions.  There  is  a deduction  for  tools,  and 
there  is  a deduction  for  clothes.  It  is  a small  deduc- 
tion, but  still  it  is  an  abatement  that  is  allowed  for 
clothes  and  working  boots,  and  that  sort  of  thing.  A 
good  many  of  them  to-day  work  with  electric  light  and 
electric  lamps.  The  electric  lamps  lose  their  fluid 
sometimes  and  burn  their  clothes,  and  that  sort  of 
thing.  Then  also  they  work  in  water,  and  a pair  of 
boots  does  not  last  more  than  three  months,  and 
there  has  been  a small  abatement  for  that,  equal  I 
think  on  the  average  to  about  £10  per  annum. 

2349.  In  that  respect  they  are  in  a better  position 
than  the  ordinary  mechanic  ?— Yes,  they  would  be  to 
the  extent  of  about  £10  per  annum;  I think  that  is 
about  the  average  allowance. 

2350.  Is  anything  in  the  nature  of  a war  bonus 
paid  to  the  men? — Yes,  they  have  a bonus  of  18s 
per  week. 

2351  Do  they  have  to  pay  Income  Tax  on  that  ?— 
Yes,  all  over  £2  10s.  a week  unless  the  abatements 
come  in  and  bring  them  under  that  amount. 

2352.  But  the  war  bonus  has  to  be  accounted  for 
in  their  returns? — Yes,  it  is  wages  earned. 

2353  The  war  bonus  being  to  enable  a man  to 
meet  the  additional  expenses  for  food?— That  is  so. 

2354  And  he  is  still  called  upon  to  pay  Income  Tax 
on  that  extra  amount? — Yes.  The  return  comes  from 
the  colliery  offices,  showing  the  total  amount  that  the 
man  has  earned ; and  of  course  both  the  Sankey  Award 
now  and  the  war  bonuses  before  are  in  his  total 
earnings;  so  that  Income  Tax  is  levied  on  all  of 
them. 

2355.  From  what  you  say,  it  would  not  be  quite 

satisfactory  to  go  back  to  the  £160?— No,  it  would 
not  be  satisfactory  at  all.  We  consider  that  £250 
is  very  modest.  Considering  the  cost  of  living  and 
the  value  of  money  to-day  we  consider  it  really 
modest.  J 

2356.  Of  course,  it  was  reduced  to  £130  as  a war 
measure? — Yes. 

2357.  Am  I right  in  suggesting  that  at  the  start 
tiie  imposition  was  received  not  unfavourably  ?— It 
was  received  very  unfavourably. 

2358.  At  the  start?— At  the  start;  and  the  miners’ 
leaders  had  very  unpleasant  times  for  a very  loner 

r,  suPPose  I have  been  told  scores  of  times  that 
I told  the  men  how  to  pay  it.  We  made  it  as  easy 
as  we  could.  It  was  quite  a common  thing,  and  there 
was  quite  a fight  between  the  leaders  and  the  men 
rrom  the  very  commencement. 


Edwards.  [Continued. 


2359.  Is  it  not  the  case  that  a great  many  of  your 
men  agreed  to  assist  the  Income  Tax  Surveyors  or 
Collectors  m the  collection  of  the  tax?— That  is  so 
we  advised  that  there  should  be  a man  appointed  at 
every  colliery  to  make  it  easy  for  the  men,  if  there 
should  be  a mistake  and  that  sort  of  thing;  and  a 
great  many  men  have  been  appointed  for  that  pur- 
pose and  have  been  paid  something — some  commission 
on  the  work  that  they  did.  We  did  that  to  ease 
the  position,  as  we  thought,  and  to  make  it  work 
more  smoothly. 

2360.  To  that  extent  there  was  co-operation  between 

the  men  and  Income  Tax  officials?— Yes,  although 
you  would  be  more  correct  in  saying  co-operation 
between  the  leaders  of  the  men  and  the  Income  Tax 
officials,  because  we  had  to  fight  this  opposition  all 
the  time.  We  introduced  that  as  a thing  that  we 
thought  would  soften  it  a little  bit  and  ease  it;  it 
is  the  leaders  that  are  entitled  to  thanks  for  this 
having  worked  as  smoothly  as  it  has  from  the  very 
beginning.  J 

2361.  I think  we  all  know  the  influence  the  leaders 
wield  in  South  Wales.— It  is  going,  I am  afraid. 

2362  I am  not  going  to  ask  you  to  show  the  pair 
of  boots  you  had  to  pay  £3  15s.  for?— I have  not  got 
them  here.  I am  giving  them  another  week  at  home 
before  starting  them.  That  is  an  aotual  fact — £3  15s. 
ihat  is  what  I used  to  give  for  a suit  of  clothes. 

2363.  With  regard  to  the  quarterly  collection  or 
payment  of  this  tax,  did  that  give  satisfaction  at  the 
commencement?— There  has  never  been  satisfaction; 

I am  prepared  to  say  there  has  never  been  any  satis- 
faction. J 

2364  Apart  from  the  payment  itself,  has  the  fact 
of  iffi  being  collected  in  four  quarterly  payments  in- 
stead of  one  annual  payment  been  agreeable?— Per- 
sonally, I should  say  it  certainly  made  it  easier,  but 
the  complaint  that  we  have  had  during  the  last  weeks 
has  been  this:  “ You  advised  us  to  pay  quarterly;  if 
you  had  not  advised  us  to  pay  quarterly,  and  it  had 
been  an  annual  payment,  they  would  never  have  got 
it,  and  we  should  have  settled  this  in  the  beginning.” 
that  is  another  point  that  they  use  against  us.  We 
thought  it  would  make  it  very  much  easier  and  we 
think  it  did  make  it  easier  for  the  people  to  pay. 

2365.  Comparing  the  position  of  miners  with  ordi- 
nary mechanics,  so  far  as  the  payment  of  Income  Tax 
is  concerned,  are  they  not  in  a more  favourable 
position  from  the  point  of  view  of  the  deductions  they 
may  make? — The  ordinary  mechanic?  No,  I do  not 
think  they  would  be ; because  if  you  take  boots,  for 
instance,  there  is  not  a man  in  the  world  wears  out 
his  boots  like  a miner,  unless  it  is  a man  at  the  fires 
all  day,  some  puddler  or  some  steel  worker  who 
possibly  may  wear  out  boots  a lot.  But  the  miner 
wears  out  a pair  of  boots  every  three  months;  there 
is  no  other  body  of  workmen,  I think,  would  know 

, ,.a  hke  that.  The  same  would  apply  to 

clothes,  with  the  wear  and  tear,  the  getting  to  the 
trams  and  all  that  sort  of  thing.  I do  not  think  a 
mechanic  would  wear  out  clothes  to  the  same  extent. 

2366.  I understood  you  to  say  that  you  were  looking 
forward  to  the  time  when  you  would  be  called  upon  to 
pay  Income  Tax? — I was  when  I used  to  be  earning 
considerably  less  than  £3  a week;  I used  to  think 
then  that  the  man  who  paid  Income  Tax  was  a very 
lucky  man.  I am  afraid  I have  changed  my  opinion 
since  then. 

2367.  And  you  would  not  be  singular  in  that 
respect?  I suppose  not,  at  that  time.  I remember 
that  when  I started  to  work  £3  was  almost  an  unheard 
of  wage. 

2368.  Assuming,  as  one  has  a right  to  assume,  that 
sooner  or  later  the  price  of  commodities  will  come 
down,  would  you  still  hold  to  the  view  that  abatement 

for  Income  Tax  should  be  raised  to  at  least  £250? 

My  hopes  are  gone  about  it  ever  coming  down  to  any 
great  extent.  Of  course,  labour  costs  more,  produc- 
tion costs  more  : I do  not  think  it  ever  will  come  down. 
And,  you  see,  the  £250  is  considerably  lower  than  if 
you  doubled  the  £160,  as  it  used  to  be;  so  that  it  can 
come  down  considerably  and  still  leave  us  in  the  same 
place. 
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2369.  But,  surely,  we  have  a right  to  hope  that 
prices  will  come  down? — We  live  by  hope,  of  course. 

2370.  And  should  they  come  down,  I will  not  say 
to  the  pre-war  price  hut  within  a reasonable  distance 
of  that,  would  the  objection  still  hold  good  as  to  the 
payment  of  Income  Tax  on  incomes  below  £260? — My 
hopes  do  not  carry  me  as  far  as  that.  I do  not  think 
it  will  ever  come  below  the  point  where  the  £160  would 
be  equal  to  the  £250.  I do  not  think  it  will  ever  come 
below  that  again.  I do  not  see  any  hopes  of  that. 

2371.  Mr.  Warren  Fisher:  1 think  you  said  that 
£130  was  an  insufficient  basis  for  subsistence?— Yes. 

2372.  I gather  that  you  feel  that  the  taxation  should 
not  commence  at  that  point? — Yes,  that  is  so. 

2373.  In  answer  to  Mr.  Bowerman,  I think  you  said 
that  there  were  certain  allowances  for  children,  the 
wife  and  for  various  other  purposes? — Yes. 

2374.  So  it  might  be,  might  it  not,  that  if  a man 
were  married  and  had  a family,  £130  would  not  be  the 
point  at  which  his  tax  would  begin?-— That  would  be 
so  of  course;  the  abatements  come  in,  £25  lor  wife 
and  £25  for  each  child,  and  these  other  small  abate- 
ments that  I spoke  of. 

2375.  So  as  regards  a married  man  with  a family, 
his  taxation  does  not  commence,  I gather,  at  £130.  It 
might  commence  at  a very  much  higher  figure  if  there 
were  a wife  and  several  children? — Yes. 

2376.  And  dependent  relatives  possibly?— I do  not 
know  about  that.  That  is  a very  doubtful  point, 
because  of  what  I have  been  saying  just  now  about 
the  children  and  the  mother. 

2377.  If  that  is  so,  and  the  effective  exemption  is 
not  £130  in  the  case  of  a married  person  with  a family, 
but  considerably  more,  would  you  feel  that  there  should 
be  any  distinction  drawn  between  a bachelor  with  no 
dependants  and  a married  man? — There  is  certainly 
a difference  between  a single  man  and  a married  man. 
Of  course,  the  married  man  has  to  keep  the  home 
going,  which  is  a very  different  thing.  After  all,  if 
the  bachelors  have  to  be  taxed  I think  it  ought  to  be 
done  straightforwardly  by  a bachelor  tax  and  not 
make  any  difference  in  the  Income  Tax  abatement. 


allowances  would  continue,  would  they? — Yes,  that  is 
so.  There  would  be  that  advantage  in  the  proposal, 
of  course;  that  is,  provided  things  came  down  until  it 
would  be  equal  with  £160 ; but  1 have  not  much  hope 
of  that. 

2388.  But  is  there  to  be  a combination  of  the  best 
of  both  worlds?  That  is  what  I want  to  understand. 

It  is  not  suggested  we  should  get  back  to  pre-war 
limits  of  exemption  and  the  pre-war  position,  but  to 
the  pre-war  limit  of  exemption  with  all  the  allowances 
that  have  been  granted  since  the  war? — Ye3,  that  is 
so,  and  the  modesty  of  the  demand  of  £250,  as  against 
£320  that  it  ought  to  have  been,  I think  equalizes  the 
point  that  you  are  on. 

2389.  Sir  W.  Trower : In  reference  to  your  question 
with  regard  to  the  death  of  the  head  of  the  household, 
may  I put  it  in  this  way.  In  the  event  of  the  death 
of  a married  man,  you  wish  to  place  the  son,  who  is 
responsible  for  the  family,  in  the  same  position  as  the 
dead  man  ? — Certainly ; the  son  ought  to  be  encouraged 
by  every  possible  means  to  take  the  place  of  the 
father. 

2390.  Have  I put  your  view  correctly?— Yes ; the 
son  ought  to  be  encouraged,  not  anything  cut  out  at 
all,  but  he  ought  to  be  encouraged  to  shoulder  the 
burden.  Many  of  them  have  very  honourably  done 
this,  with  the  result  that  they  have  not  been  allowed 
these  abatements. 

2391.  Then,  you  consider,  I understand,  that  the 
lowest  sum  on  which  a man  can  live  is  the  sum  which 
should  be  fixed  for  the  exemption  limit?— Yes,  I should 
say  so.  £2  8s.  Id.  per  week ; that  is  what  I put  the 
value  down  as  to-day. 

2392.  Your  answer  is  in  the  affirmative? — Yes. 

2393.  It  follows,  then,  that  the  limit  of  exemption, 
in  your  view,  would  vary  with  the  fluctuation  of  the 
price  of  commodities?- — I think  that  is  a reasonable 
way  of  putting  it.  Of  course,  we  are  taking  the 
present,  and  we  have  fixed  it  on  the  present. 

2394.  I was  only  asking  for  information,  and  trying 
to  put  your  views  into  my  own  language.— I do  not  at 
all  object  to  that  question;  I think  there  is  some 
reason  in  it. 


2378.  You  would  prefer  not  to  have  allowances  in 
the  Income  Tax  for  the  wife  and  children  and 
dependants? — A man  up  to  now  has  been  a free  agent 
in  regard  to  whether  he  got  married  or  not,  and  he 
gives  the  same  services  as  far  as  regards  work  and 
every  other  thing  that  we  know  of,  and  I think  you 
could  not  have  two  bases  from  that  standpoint.  I 
would  rather  there  would  be  a direct  tax  if  you  want 
to  tax  the  bachelors. 

2379.  But  on  the  argument  from  subsistence,  a suffi- 
ciency to  maintain  oneself,  would  you  recognize  a dis- 
tinction between  a bachelor  with  no  dependants  and 
a married  man  with  dependants? — Yes,  there  is  quite 
a difference. 

2380.  Is  the  £2-50  that  you  suggest  as  the  limit  of 
exemption  to  apply  to  everybody  ?— Yes,  to  everybody. 

2381.  And  are  the  Income  Tax  allowances  to  be  given 
for  a wife  and  dependants  in  addition?— Yes,  cer- 
tainly. 

2382.  So  that  the  effective  limit  of  exemption  might 
be,  not  £250,  but  a sum  very  much  larger  than  that? 

Yes,  exactly,  according  to  the  family. 

2383.  Were  these  special  Income  Tax  allowances  in 
existence  before  the  war?— They  wcro  not  as  high; 
they  havo  been  raised  somewhat.  I cannot  give  you 
the  dates  when  they  were  raised,  but  the  abatements 
are  higher  now  than  they  were  before. 

2384.  I suggest  that  the  wife’s  allowance  did  not 
exist? — It  did  not  exist  at  all. 

2385  And  the  children’s  allowance  did  not  exist  at 
its  present  figure?— I think  the  children’s  allowance 
was  £10,  as  far  as  I remember. 

2386.  Mr.  Prciyman:  Yes,  until  1914.— I was  not 
quite  sure,  but  I think  that  is  it. 

2387.  Mr.  Warren  Fisher : Then  the  idea  of  keeping 
to  the  pre-war  Income  Tax  position  would  not  be 
completely  carried  out,  I gather,  because  the  post-wai 
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2396.  Mr.  Prctyman : 1 think  what  yon  really  sug^ 
nest  is  is  it  not,  that  no  Income  l'ax  should  be  levied 
Soon  the  wage  which  only  represents  the  bare  cost  of 
living?— That  is  the  point.  Of  course  I have  put  it 
as  £250. 

2396.  That  is  exactly  what  I was  getting  at.  Yes; 
you  were  rather  leading  me  into  the  future  when  there 
will  be  fluctuations  that  I cannot  foresee. 

2397.  But  that  is  the  ground  of  it.  You  suggest 
that  £250  under  the  present  circumstances  of  the  high 
cost  of  living,  only  provides  a bare  living  for  a man:'— 
That  is  so. 

2398  Do  you  hold  the  opinion  that  the  living  wage 
for  a miner  who  is  a bachelor,  must  be  as  large  as 
£250?— Well,  yes,  I suppose  so.  I do  not  see  how  you 
can  differentiate  between  bachelors  and  others,  lhey 
give  the  same  service  to  the  State. 

2399.  Is  not  the  allowance  for  the  wife  and  children 
a differentiation?— Yes,  it  is  a differentiation,  but  you 
start  from  the  same  basis. 

2400  Does  it  much  matter  what  the  basis  is?  Wliat 
matters  is  what  the  man  has  to  pay  ?-I  do  not 
think  you  could  have  two  bases,  for  a single  man  and 

a married  man.  . i,„+  tlio 

2401.  It  does  not  matter  to  a married  man  what  the 
basis  is,  does  it,  if  he  has  to  pay  nothing.— No, 
hut  it  would  matter  if  you  said  the  basis  for  a single 
man  should  be  £200,  and  for  a married  man  i.2SM. 

2402.  But  I have  not  suggested 1 that?-! The ‘abate- 
ments might  make  a difference,  but  I do  not  thin 
you  can  have  two  bases. 

2403.  I have  not  suggested  two  bases;  I have  only 
asked  the  simple  question  whether  you i wns'der  ttat 
a bachelor  could  not  live  on  less  than  £250?—  Weil, 
consider  that  £250  is  a modest  request. 

2404  For  a bachelor  ?— Yes,  for  a bachelor  ; because 
again,  I say  We  are  dealing  with  the. basis  there,  and 
we  cannot  differentiate. 
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2405.  I am  dealing  not  with  the  basis,  but  with  the 

actual  payment;  with  the  actual  position.  Take  a 
married  man  who  has  a wife  and  four  children ; he 
will  get  an  exemption  of  £120,  to  begin  with? Yes. 

2406.  He  will  get  an  exemption  of  £125  for  his 
wife  and  four  children? — Yes,  that  is  right. 

2407.  He  will  get  an  exemption  of  £10  for  allow- 
ances for  his  expenses? — Yes. 

2408.  That  would  make  him  exempt  up  to  £255? 

Yes. 

2409.  So  that  a man  with  a wife  and  four  children 
will  be  exempt  from  Income  Tax  entirely  up  to  £255? 
—Yes. 

2410.  Under  your  proposal  he  would  get  £250,  and 
he  would  have  the  allowances  added  on  to  that  as 
well? — Yes,  exactly;  what  would  that  be  then? 

2411.  That  would  then  be  £385? — Yes,  that  is  right. 

2412.  You  do  not  think  that  is  at  all  too  high?— 
1 do  not,  indeed. 

2413.  Of  course  you  do  not  suggest  that  miners 

should  have  preferential  treatment,  do  you? No 

not  all. 

2414.  That  means  that  all  the  way  up  through  the 
whole  Income  Tax  paying  class,  a married  man  with  a 
wife  and  four  children  would  pay  no  Income  Tax 
unless  his  income  exceeded  £385?— That  is  so,  and  if 
he  had  to  pay  for  six  pairs  of  boots  the  same  price  as 
I did,  he  would  find  that  very  low  then. 

2415.  Have  you  considered  from  what  source  that 
very  large  loss  of  revenue  could  be  made  up?— I 
think  from  the  Income  Tax  above  £385,  or  whatever 
it  is. 

2416.  Higher  incomes  would  pay  more? — Yes,  cer- 
tainly. I would  not  object  myself  to  be  taxed  higher, 
but  give  me  a proper  basis,  and  then  I think  it  ought 
to  be  increased  every  £100  as  it  goes  up  from  there. 

2417.  But  it  is,  already  ? — Yes,  it  is. 

2418.  But  you  would  steepen  the  gradient? — Yes, 
every  £100;  I would  not  object  at  all. 

2419.  I rather  gathered  the  impression,  from  what 
you  told  us  about  the  payment  of  this  tax  and  its 
history,  that  when  it  was  a novelty,  miners,  as  you 
yourself  did,  rather  liked  the  idea  of  becoming  In- 
come Tax  payers,  and  the  novelty  then  wore  off,  and 
they  are  now  rather  beginning  to  see  how  they  can 
avoid  paying  it? — Have  you  not  been  in  exactly  that 
same  position? 

2420.  That  is  exactly  the  point  I was  coming  to. 
Do  you  not  think  that  people  who  have  to  pay  these 

very  high  taxes  are  just  as  human  as  the  miners? 

Oh,  quite;  more  so,  I think. 

2421.  Do  you  not  think  that  a very  steep  gradient 
may  defeat  itself  ?_ I do  not  see  why.  If  I am  called 
upon  to  pay  so  much  at  £400,  if  I have  got  £500,  I am 
better  able  to  pay  on  the  fifth  hundred  than  I was  on 
the  fourth.  I think  that  is  reasonable  and  common- 
sense;  and  the  same  thing  applies  all  the  way  up. 

2422.  Your  proposal  is  that  the  wage-earning  class 
snail  be  put  in  exactly  the  same  position  as  they  were 
pre-war?— We  are  not  asking  for  that;  we  are  asking 
for  £250. 

24as-  Y®s,’  but  you  W!mt  thGS0  additional  allowances 
as  well.  You  have  discussed  that  just  now  with 

another  member  of  the  Commission? Yes. 

2424.  Taking  into  account  the  additional  allow- 
ances, the  wage-earning  class  would  be  put  in  quite  as 
favourable  a position  as  regards  Income  Tax  as  they 
were  before  the  war.  So  that  you  would  put  the  whole 
of  the  burden  of  the  extra  Income  Tax  cost  of  the 
war  upon  the  other  classes,  and  none  of  it  upon  the 
wage-earning  class?— I think  I said  just  now  that 
more  comes  out  of  the  working-class  from  the  indirect 
taxation  than  from  any  other  class  of  the  community. 
4425.  &o  it  did  before  the  war  P — Yes,  exactly. 

2426.  Is  it  not  the  fact  that  there  is  a very  heavy 
additional  burden  upon  the  whole  population  of  this 
country  to  pay  for  the  war?— Yes,  there  is. 

2427.  Do  you  suggest,  that  being  the  case,  that  the 
wage-earning  class  should  bear  no  share  of  that  burden 
at  all,  and  that  the  whole  of  it  should  be  put  upon  the 
other  classes.— No,  I am  not  suggesting  that  at  all 
My  suggestion  is  that  the  war  has  made  this  world 
m such  a condition  that  we  have  to  pay  much  more 


for  everything ; only  there  must  at  least  be  a standard 
basis  of  living  equal  to  the  times  that  we  live  in. 


2428.  You  claim  that,  as  far  as  tile  wage-earning 

class  is  concerned,  they  should  bo  put  in  at  least  as 
good  a position  as  they  were  before  the  war? Yes. 

2429.  Therefore  they  would  take  no  share  whatever 

of  tho  extra,  burden  imposed  by  the  war;  they  would 
not  bo  required  to  exercise  ally  economies  or  to  deny 
themselves  anything  that  they  could  get  before  the 
nar;  whereas  the  whole  of  that  is  to  fall  upon  others? 
von' , dfmaild-  yon  keep  to  tho  11250, 

y°oson  tbat  tbere  13  a big  difference. 

4450.  But  there  are  the  additional  allowances.  You 
answered  that  question  just  now,  that  with  the  addi- 
tional allowances  they  would  be  put  in  quite  as  good 
a position  as  they  were  before?— No.  You  take  a 

cMdren  “an  £12°  and  tlle  £2S  tor  and 

2431.  £385?— You  have  taken  four  children  and 
you  have  taken  into  account  the  £10  that  used ’to  bo 
given,  as  against  the  £25  to-day. 
ti,2422-  C6rtainly.— I do  not  think  in  our  demand  that 
T*  ■ Wl1!, be  rebeved  from  payment  at  all. 

into  in  hfr  a matteri  I suppose,  for  us  to  go 

into  m detail  as  to  the  actual  figures;  but,  on  prin- 

some  sb™  "Tl?  aglTf.  ‘hat  the  workers  should  boar 
some  share  of  tills  additional  national  burden  ?— Yes 

r?thi  ,d°  ■ ° ?0t  °Ut  of  thatl  and  I told 

ea,n,'L  h k’  i.  .he  beSmnmg>  ‘hat  there  were  many 
m T7  hlgb, wuges  who  would  be  paying  con- 
s.derable  Income  Tax  under  this.  All  I am  after  is 

vou  fikePTPier  a”d  fr°m  th™  impose  what  tas 

you  like,  1 do  not  object  to  Income  Tax;  in  fact  I 

would  rather  see  it  higher  and  indirect  taxes  taken  off 
altogether;  I would  prefer  seeing  the  Income  Tax 
to-day baSJB'  ra'S6d  “usiderubly  above  what  It  ‘is 

2t4'  Do  you  “ot  th;uk  it  is  much  to  the  advantage 

hnd  hin=t  2Sf  5,'Tht^  bTchXTd 

HnTappreciably  “d 

it  not  a great  advantage  if,  in  the  mXr  of  hoSdnl 

si 

women  are  very  expensive  at  P9S  o,V,i  A, 

-arts-t,  ■ d”  “ “ 2rs,.r  ■ 

single  man  would  get  10  wilat  tae 

shall  we  say,  a man  with  a wife  an/’Cr child™  ? 
Take  the  average  ca.se;  that  would  be  something  like  a 
man  with  a wife  and  four  children,  would  itgnot?— 
kn“V  PP<K°  tia*  ’TOuld  be  th0  "erage;  I do  not 

2438.  That  would  be  the  best  place  to  fix  your  basis 
and  you  would  find  what  it  would  cost  fof  th”neS 

ary  provision  for  such  a familv? I dn 

whether  that  basis  would  be  the  fairest,  after  all  °If 
you  take  the  married  man  without  children,  he  has  to 

~r  r pa,rrs  Whi0b  a™  tha  a man 

would  have  with  three  or  four  children.  There  is 

0ertair'  nthi"gS  that  would  be  tho 

oTi^h  chUdr™4  ma”  Wlth°Ut  ChMren  aad  to  tha 

2439.  But  still,  a man  with  four  children  has 

-les!  thafTsT"7  “P<iMe8  than  a ma“  With  ““P- 

” a.  Tn-  has,.lras  ‘ban  four  children,  you 
uonld  put  his  basis  a little  lower,  on  your  footing7 of 
necessaries;  and  if  a man  has  not  got  a wife,  then 
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you  would1  put  it  still  lower — I do  not  say  how  much. 

Is  not  that  the  logical  way  to  go  to  work,  if  your 
basis  is  to  be  what  it  costs  him  to  live? — Of  course 
that  is  what  is  done  now,  as  far  as  the  abatements 
are  concerned. 

2441.  Then  if  that  is  the  way  you  are  going  to 
work,  you  are  penalizing  a bachelor,  and  you  are 
taking  into  account  that  he  has  not  so  much  to  spend 
for  necessaries? — That  is  true;  I do  not  want  to  get 
out  of  that;  he  has  not  so  much  to  spend. 

2442.  Now  I come  to  another  matter.  You  say  that 
it  was  an  injudicious  moment,  when  the  price  of 
living  was  going  up,  to  lower  the  basis  of  Income  Tax 
taxation?— Yes,  exactly. 

2443.  Of  course  you  arc  aware  that  there  was  a 
war  going  on,  and  special  taxes  became  necessary? — 
Yes,  and  of  course  people  had  to  live  during  the  war. 

2444.  Wages  went  up  at  the  same  time,  did  they 
not?— Yes,  wages  went  up. 

2445.  And  the  wages  went  up  much  faster  than  the 
Income  Tax  that  was  imposed  upon  the  man?— Wages 
did  not  go  up  as  fast  as  the  cost  of  living  went  up ; 
put  it  that  way.  I think  that  would  be  better. 

2446.  That  is  another  matter.  That  objection  was 
a transitory  objection ; it  was  just  an  objection  at  the 
moment,  but  that  will  be  forgotton  when  the  Income 
Tax  becomes  one  of  the  regular  phenomena  of  Me?— 

I am  afraid  you  do  not  know  the  men,  or  you  would 
not  look  upon  the  objections  as  transitory. 

2447.  Now  let  us  see  about  something  else.  You 
suggest  that  the  Income  Tax  is  unfair  because  of  the 
poor  paying  heavily  in  indirect  taxation?— Yes. 

2448.  Have  you  any  idea  of  how  much  the  poor  do 
pay  in  indirect  taxation?— No,  I could  not  tell  you. 

I know  those  articles  of  food  are  taxed  that  are 
always  on  the  table  of  the  poor. 

2449  I am  very  much  in  sympathy  with  what  you 
say,  but  I think  very  often  a very  smalt  thing  con- 
stitutes a grievance  altogether  out  of  proportion  to 
the  hardship  it  causes.  Now  let  me  suggest  this  to 
you.  I have  before  me  a careful  calculation  in, 
what  I daresay  you  know,  a paper  by  Mr.  Herbert 
Samuel,  who  has  gone  into  the  taxation  ot the 
various  classes  of  people.  This  is  for  the  year  1318- 
1919.  An  ordinary  family  consisting  of  a man,  his 
wife  and  four  children,  is  calculated  to  pay  by  way 
of  tax,  on  tea  27s.  a year,  to  pay  on  sugar  £3  a year, 
to  pay  on  tobacco  £7  5s.  Od.  a year,  and  to  pay  on 
drink  £7  a year,  making  a total  of  £18  * TS81,  1“' 
direct  taxation.  Now  you  will  see,  of  that  £18,  only 
£4  is  on  tea  and  sugar,  and  the  rest  is  optional, 
because  a man  may  smoke  more  or  less  and  drink 
more  or  less?— Yes,  exactly.  That  would  be  a general 
comparison  of,  say,  a married  man  with  four  children 
over  the  whole  of  the  classes,  would  it  not? 

2450.  Quite. — So  that  it  would  not  affect  my  point. 
My  point  would  be  that  possibly  on  tea  and  sugar 
the  cost  (to  the  lower  paid  workers  would  be  double 
the  amount  you  have  got,  or  more  than  that. 

2451.  You  see  what  I am  putting  to  you:  that  as 
regards  tea  and  sugar  a family  spending  £200  a year, 
that  is  £4  a week,  only  spends  £4  a year  by  way  of 
taxation  on  tea  and  sugar.  That  is  not  a very  big 
sum? — I do  not  know  how  he  gets  at  that. 

2452.  If  you  will  read  the  paper,  you  will  find  it  is 
very  carefully  worked  out? — I am  afraid  Mr.  Herbert 
Samuel  has  not  lived  amongst  them  as  I have;  and 
would  not  be  in  as  good  a position  to  know  the 
quantity  of  these  articles  that  are  used. 

2453.  You  remember  that  sugar  was  rationed?— 
Yes. 

2454.  So  that  it  was  possible  to  find  out  how  much 
was  bought? — Yes. 

2455.  Have  you  considered  this;  was  bread  a matter 
over  which  a poor  man  spent  a relatively  large  part 
of  his  income?  It  is  a large  item  in  a poor  man’s 
budget,  is  it  not? — Yes,  exactly;  that  again  would  be 
larger  with  a poor  than  a rich  man. 

2456.  But  have  you  forgotten  that  there  was  a sub- 
sidy on  bread,  and  that  the  cost  of  the  poor  man  s 
bread  was  partly  paid  out  of  the  general  taxation? — 
Yes. 

2457.  And  that  what  he  got  returned  by  way  of 
subsidy  on  bread  was  a far  greater  sum  than  what 
he  paid  by  way  of  taxation  on  tea  and  sugar? — I do 


not  know  the  figures;  there  was  a subsidy  on  bread 
I know. 

2458.  We  will  pass  away  from  that.  I merely  sug- 
gest for  consideration  to  you  and  the  people  you 
represent  that  when  you  talk  about  indirect  taxation 
falling  heavily  upon  the  poor  it  is  wise  to  consider 
how  much  it  really  comes  to,  and  I suggest  that  it 
is  a very,  very,  much  smaller  sum  than  they  imagine. 
Now  let  me  go  to  your  next  point.  You  say  (the  cost 
of  collection  is  assumed  in  your  district  to  be  ex- 
cessive in  the  case  of  the  workmen’s  payments.  We 
have  got  here  an  actual  estimate  of  the  figures  from 
the  Income  Tax  authorities,  and  the  whole  amount 
spent  in  collecting  Income  Tax  last  year  was 
£3,000,000,  that  is  of  collecting  £370,000,000,  and  it 
is  estimated  the  Income  Tax  from  the  working  classes 
produced  £7,700,000.  I think  you  put  at  at 
£8,000,000? — Yes,  that  is  Mr.  Chamberlain’s  figure. 

2459.  The  cost  of  that  was  seven  per  cent. — £7  for 
every  £100.  So  that  unless  it  was  far  more  difficult 
to  collect  from  the  miners  than  from  other  people 
it  was  very,  very,  different  from  the  figure  which  has 
been  suggested  to  you.  However,  I will  leave  that 
unless  you  have  anything  to  say  against  it. 

2460.  Chairman  : Have  you  got  those  figures  clearly 
in  your  mind,  because  that  is  a very  important  point? 
The  unrest  and  opposition  to  pay  the  Income  Tax  is 
based  on  a supposed  cost  of  collection  which  is  said 
would  be  one  half  of  (the  sum  collected.  You 
thoroughly  understand  now  how  much  it  cost  to  collect 
that  £8,000,000  which  you  speak  of? — You  say  it  is 
seven  per  cent. 

2461.  Mr.  Kerly:  Yes. 

2462.  Chairman:  £500,000  instead  of  £4,000,000, 
which  you  were  suggesting. — I do  not  know  where  you 
get  that  from ; there  ds  a big  difference  between  you 
and  me. 

2463.  Mr.  Kerly : It  is  an  enormous  difference. — 
And  I did  not  give  my  own  figure  when  I said  half ; 
it  was  from  a man  who  was  actually  dn  the  business. 

2464.  One  understands  (that  you  cannot  get  a 
general  view  from  one  or  two  particular  cases.  I 
daresay  a particular  miner  might  pay  5s.  Income  Tax, 
and  it  might  have  taken  several  days  insistence  to 
get  it,  and  there  might  have  been  a loss  to  the 
Revenue  in  that  particular  case,  but  you  must  take 
the  average?— But  an  Income  Tax  Surveyor  in  a cer- 
tain mining  district  would  know,  would  not  he,  and 
would  not  that  be  a sample  of  the  whole  of,  say,  the 
mining  districts? 

2465.  It  certainly  cannot  be  a sample  of  the  whole 
of  the  working  classes  of  the  country,  because  here 
we  have  got  the  actual  figures  from  headquarters, 
and  that  £7,700,000  costs  seven  per  cent,  to  collect 
We  have  got  those  official  figures.— I think  you  should 
ask  them  to  look  into  that  again.  I think  a Surveyor 
of  a district  ought  to  know  what  it  costs. 

2466.  He  may  have  had  a particularly  difficult  dis- 
trict?—No,  I think  he  would  have  one  of  the  best 
of  them.  I think  you  had  better  call  for  another 
investigation  into  that;  in  fact,  I do  not  believe  from 
the  information  that  I have  that  that  is  anything  like 
correct ; I think  there  is  a big  mistake  somewhere. 

2467  The  only  possible  explanation  that  occurs  to 
me  is  that  the  greater  part  of  this  seven  per  cent,  is 
spent  in  getting  the  miners’  contribution.  Do  miners 
earning  between  £150  and  £250  a year  make  a 
greater  objection  than  other  classes  of  the  community 
between  the  same  limits  of  income  to  paying  their 
tax  ? — Do  you  believe  yourself  that  seven  per  cent, 
would  cover  the  cost  of  the  offices,  and  the  amount 
of  people  that  are  required  to  deal  with  these  small 
sums,  because  I see  no  sense  in  the  figure,  I must 
say. 

2468.  Well,  have  you  considered  that  after  all  a lot 
of  letters  can  be  written  in  one  day?— Yes,  quite. 

2469.  And  it  is  collected  quarterly,  is  it  not?—  Yes. 

2470.  Upon  that,  is  it  the  fact  from  your  ex- 
perience of  the  working  class,  whom  you  know  very 
much  better  than  I do,  that  they  strongly  object  to 
all  forms  of  direct  taxation?— We  hear  that  some- 
times, but  I am  not  putting  that  point  this  morning. 

2471.  Is  not  there  always  a difficulty,  when  you 
have  got  to  pay  something  that  only  comes  once  a 
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year  or  once  a quarter,  in  putting  your  hand  on  the 
actual  cash  to  make  the  payment?  It  is  a difficulty 
always  felt  about  rent? — Yes,  always. 

2472.  As  regards  rent  you  have  to  save  up  your 
money  for  a week,  or  set  it  aside,  and  then  you  pay 
your  rent  weekly? — Yes. 

2473.  As  regards  a yearly  payment  you  would  have 
to  exercise  forethought  for  a much  longer  period? — 
You  would,  yes. 

2474.  That  is  one  reason  why  an  actual  cash  pay- 
ment is  difficult  for  the  working  classes,  and  repulsive 
to  them.  Do  you  not  think  that  the  tax  would  he 
much  more  easily  collected  and  cause  much  less  oppo- 
sition if  it  were  deducted  from  the  wages,  as  for 
instance  the  payments  for  National  Insurance  are? — 
On  that  point  I should  have  to  speak  for  myself.  I 
think  personally  it  would  be  easier,  but  I am  not 
here  to  advocate  that. 

2475.  No,  but  we  want  your  assistance  if  you  would 
give  it  to  us.  It  would  be  much  less  prominently 
brought  to  the  attention  of  the  payers,  would  it  not  ? 
— Much,  I agree. 

2476.  And  that  counts  for  a good  deal? — Yes.  I 
am  not  here  to  advocate  that  policy.  Of  course,  I 
think  personally  it  would  be  easier. 

2477.  I know  you  appreciate  that  if  this  burden  is 
not  borne  by  the  miners,  and  the  other  people  with 
the  same  rate  of  income,  it  has  got  to  be  shifted  on 
to  other  shoulders.  It  is  not  a question  of  nobody 
paying  it;  it  is  a question  where  the  burden  can 
most  fairly  be  placed? — Well,  have  not  I replied  to 
that  after  all?  I said  fix  the  basis,  and  then  charge 
a higher  income  rate  if  you  like;  I would  not  object 
to  that. 

2478.  Fix  the  basis  means  that  the  people  below 
the  basis  are  to  bear  none  of  it? — The  people  below 
the  basis  have  only  got  their  cost  of  living,  and 
people  must  live,  I think,  before  they  are  asked  to 
pay  Income  Tax. 

2479.  You  spoke  of  the  hardship  upon  a man  who 
is  keeping  relatives  other  than  those  for  whom  he  is 
allowed  an  abatement? — Yes. 

2480.  Everybody  will  sympathize  with  that,  but 
could  you  give  us  any  idea  whether  this  is  only  an 
occasional  hard  case,  or  whether  there  are  many 
such  cases?  Are  there  many  such  cases  where  the 
father  has  lost  his  life,  or  his  capacity,  and  the  son 
is  keeping  the  family? — I suppose  there  would  be 
many,  many,  hundreds  of  cases  in  South  Wales,  and 
there  would  not  be  a single  mining  village  but  what 
would  have  two  or  three  of  these  cases  which  are 
known  to  everybody,  and,  of  course,  is  a very  un- 
reasonable and  unpopular  thing,  and  creates  a lot  of 
feeling.  It  is  a common  thing. 

2481.  You  appreciate  probably  that  the  reason  why 
the  allowance  is  not  made  is  because  it  has  not  at 
present  been  provided  for  by  Parliament.  It  is  not 
a question  of  harshness  in  working  the  tax,  but  no 
provision  has  been  made?— Well,  I do  not  know. 
Some  civil  servants  can  be  pretty  soulless  sometimes. 

2482.  They  have  got  to  obey  the  Act.  If  you  will 
look  at  section  13  of  the  Income  Tax  Act  you  will 
find  that  provision  is  made  for  the  case  of  anyone 
who  has  to  keep  a relative  of  himself  or  his  wife,  who 
— that  is  the  relative — is  incapacitated  by  old  age, 
or  infirmity,  from  maintaining  himself,  and  whose 
income — that  is  the  relative’s  income — does  not  ex- 
ceed £25  a year;  that  is  the  only  provision? — Yes. 

2483.  I suppose  because  the  case  you  refer  to  was 
not  thought  of.  As  a matter  of  fact  the  expectation 
of  life  amongst  the  miners  is  a high  one,  is  it  not, 
as  compared  with  people  engaged  in  other  industries  ? 

I could  not  say.  It  is  not  as  far  as  my  experience 
goes  quite  a health  resort;  still  I think  it  is  fairly 
high. 

2484.  The  cases  of  sudden  death  in  mines  are 
always  spectacular,  and  _ they  strike  the  imagina- 
tion, but  it  is  the  fact,  is  it  not,  as  the  Insurance 
Tables  show,  that  there  are  more  workers  who  fall 
by  the  way,  die  in  the  forties  or  thereabouts,  amongst 
other  workers  than  there  are  amongst  miners? — I 


think  the  figures  are  fairly  good  for  miners,  but  I do 
not  remember  them. 

2485.  You  do  not  know  one  way  or  the  other  P — No, 
I do  not. 

2486.  I suggest  to  you  that  the  miner’s  expectation 
of  life  at  20  is  distinctly  higher  than  that  of  most 
other  workers  earning  the  same  rate? — I could  not 
tell  you  that. 

2487.  Mr.  Brace : That  is  for  health,  of  course. 

2488.  Mr.  Kerly : Yes,  expectation  of  life. 

2489.  (To  Witness)  You  speak  of  £150  before  the 

war  being  equivalent  to  £300  now.  Have  you  seen  the 
calculations  which  have  been  made  as  to  the  increased 
cost  of  articles  ? Have  you  seen  a Report  of  the  Com- 
mittee on  the  Cost  of  Living  in  the  year  1918? 

As  far  as  I remember,  it  had  gone  up  about  110  or 
112  per  cent. 

2490.  Where  the  weekly  wage  was  50s.  in  1914  the 
increase  in  cost  is  not  100  per  cent.,  as  you  suggest, 
but  67  per  cent. ; 50s.  before  the  war,  in  fact,  costs 
82s.? — That  is  not  the  Board  of  Trade  Return,  is  it? 

2491.  It  is  the  Report  of  the  Committee  appointed 
to  inquire  into  the  actual  increase  since  June,  1914, 
of  the  cost  of  living,  Paper  Cd.  8980.  I will  give  vou 
one  other  figure  where  the  cost  of  living  in  1914  was 
44s. ; it  is  now — this  is  in  June,  1918,  a year  ago — 
75s.,  an  increase  of  70  per  cent.,  so  that  67  to  70  per 
cent,  seems  to  be  the  general  increase.  Of  course, 
you  have  to  take  into  account  that  rent  has  not  gone 
up  at  all,  and  rent  is  a material  factor? — Yes.  We 
generally  accept  it  anyway,  and  I think  it  would  not 
be  far  wrong,  that  it  is  at  least  100  per  cent. ; I think 
that  is  the  generally  accepted  figure.  At  one  point 
it  reached  120  per  cent. ; that  was  the  Return  given 
by  the  Board  of  Trade,  as  far  as  I remember. 

2492.  Was  not  that  food  only? — Yes. 

2493.  Then  you  had  to  take  into  account,  in  getting 
the  general  average  of  expenditure,  rent? — Yes, 
exactly. 

2494.  That  has  not  risen? — No. 

2495.  And  there  are  other  things  which  have  not 
risen,  though  I am  afraid  not  many.  Do  not  you 
recognize  that  from  the  national  interest  it  is  an 
advantage  that  a man  who  has  a vote  should  pay 
something,  even  if  a small  sum,  towards  the  cost  of 
carrying  on  the  country?— Not  if  he  cannot  afford  it. 
The  man  must  live  first  of  all.  From  there  on  there 
is  no  objection,  and  I have  not  raised  any  objection, 
but  there  must  be  a basis  of  living  fixed  which  must 
be  a reasonable  standard. 

2496.  Subject  to  that,  you  appreciate  the  advantage 
of  taxation  accompanying  representation?— Subject 
to  that,  there  is  no  opposition. 

2497.  And  you  appreciate  no  doubt  that  the  growing 
national  expenditure  of  this  country  for  many  years 
past  has  been  to  a great  extent  for  the  benefit  of  the 
working  classes,  pensions,  education,  provision  against 
unemployment,  bread  subsidy,  and  now  the  proposal 
to  spend  very  large  sums  for  housing ; all  of  those  are 
for  the  direct  benefit  of  the  class  you  are  represent- 
ing? — As  far  as  the  housing  is  concerned,  I know 
there  are  sums  proposed  to  be  spent  on  that,  but  that 
is  not  going  to  make  us  equal  to  pre-war  conditions 
by  any  means.  The  housing  is  a very  serious  matter, 
and  the  rents  of  the  future  are  going  to  be  a very 
serious  matter. 

2498.  It  is  hoped  to  provide  the  miners  and  other 
workpeople  with  better  houses  than  they  had  before 
the  war,  and  in  part  at  the  national  expense? — In 
part,  yes,  for  the  first  few  years  anyway;  I do  not 
know  what  it  might  eventually  mean . I suppose 
after  the  first  seven  years  rents  will  go  up,  and  they 
will  have  to  pay  for  themselves  very  largely. 

2499.  You  would  agree  that,  if  possible,  subject  to 
your  limit  that  you  must  not  try  and  tax  a man  who 
has  nothing  to  spare,  it  is  desirable  that  some  part 
of  this  expenditure  should  fall  upon  the  working 
classes,  and  fall  directly  upon  them? — There  is  no 
objection  at  all  as  far  as  I am  concerned.  Only 
fix  the  basis;  that  is  my  only  point.  From  there  up 
let  it  be  heavier  if  you  like. 

2o00.  You  suggested  that  there  are  actual  cqses 
where  people  have  refrained  from  working  to  earn 
more  money  because  they  would  not  pay  Income  Tax 
if  their  incomes  got  above  a particular  limit  P— Yes. 
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2501.  That  must  very  seldom  happen,  must  not  it? 

— I am  afraid  it  has  happened  pretty  often,  although 
to  me  it  is  a very  foolish  thing. 

2502.  A man  earns  £3  10s.  a week,  and  pays,  apart 
from  allowances,  2s.  4d.  a week  Income  Tax?— Yes. 

2503.  How  many  days  of  the  week  do  you  suggest  he 
refrains  from  working  so  as  not  to  have  to  pay  2s.  4d.  ? 

— I could  not  tell  you.  Of  course,  I would  not  like  to 
say  that  they  refused  to  work  until  they  pay  no 
Income  Tax  at  all,  but  I say  it  has  the  effect  that 
days  are  lost  because  of  the  unpopularity  of  the 
Income  Tax. 

2504.  It  comes  to  this  that  the  grievance  is  felt  to 
be  so  serious  that  a man  would  rather  be  10s.  out- 
of-pocket  by  not  doing  a day’s  work  than  earn  10s. 
and  pay  2s.  4d.  of  it  to  the  Revenue?— I would  say 
that  that  was  quite  a common  thing,  however  un- 
reasonable it  might  seem. 

2505.  Is  not  that  because  the  Income  Tax  is  a new 
thing?  If  the  working  classes  began  to  regard  it  as 
one  of  the  disagreeable  incidents  of  life  they  would 
not  attach  such  undue  importance  to  it,  would  they? 
— No,  it  is  opposition  against  reducing  the  standard 
from  £160  to  £130  at  a time  when  everything  was 
soaring,  and  these  other  instances  where  families  have 
been  refused  the  abatements  because  the  father  is 
either  dead,  or  been  killed,  and  the  son  has  shouldered 
the  burden,  that  is  another  thing  that  has  helped  to 
make  it  more  unpopular  than  anything  else. 

2506.  Speaking  for  myself,  you  seem  to  have  made 
a clear  case  for  dealing  with  that  particular  point. 
Supposing  the  limit  is  fixed  at  £250,  do  you  feel 
confident  that  there  will  not  be  an  agitation  tor 
raising  it  to  £300?— Well,  I cannot  tell  you  what 
might  happen  in  the  future,  but  I do  know  this, 
that  this  is  the  figure  the  men  have  fixed  upon  them- 
selves in  conference,  and,  surely,  there  could  be  very 
little  argument  against  that  afterwards. 

2507.  Have  you  formed  any  estimate  of  what  the 
expenditure  of  an  unmarried  man  amongst  the  miners 
is  for  the  necessaries  of  life? — An  unmarried  man; 
No,  I am  afraid  I have  not. 

2508.  Taking  your  £250;  is  that  a calculation,  or 

is  it  just  a rough  guess,  or  common  knowledge?— 
Well,  it  is  what  was  considered  a very  modest  basis, 
£250*  We  looked  upon  the  cost  of  living  as  having 
gone  up  100  per  cent.,  which  would  have  brought  the 
£160  to  £320,  and  we  fixed  upon  what  we  thought 
was  a modest  sum  of  £250,  which  is  considerably  less 
than  that.  , . 

2509.  As  a shot? — Not  as  a shot  at  all,  but  as 
something  below  which  we  did  not  intend  paying. 

2510.  May  I suggest  to  you  that  it  would  be  more 
satisfactory  to  this  Commission  if  a representative 
budget  were  presented  to  us;  I have  no  doubt  you 
follow  what  I mean? — Yes. 

2511.  So  that  we  could  consider  the  different  items. 
If  you  could  give  us  a representative  budget,  say 
for  a normal  family,  a man,  his  wife  and  three  or 
four  children,  and  for  an  unmarried  man,  who  no 
doubt  has,  as  you  say,  some  expenses — perhaps  he  has 
some  which  are  not  found  where  there  is  a wife;  he 
may  have  to  pay  something  for  housekeeping,  or 
something  of  that  kind — that,  I think,  would  be  very 
useful? — I am  sorry  I have  not  got  that. 

2512.  Perhaps  you  could  supply  it.  You  could 
write  to  the  Secretary  and  send  it? — Again  ou  the 
question  of  housekeepers,  as  you  raise  that  point  I 
think  that  is  a matter  that  ought  to  be  considered, 
too.  Then  there  is  this  other  question.  Parents 
might  have  one  of  their  children  mentally  deficient, 
able  to  do  nothing.  Why  should  the  allowance  stop 
at  16  when  they  have  always  got  to  keep  them? 
They  are  always  on  their  hands,  and  there  is  no  hope 
of  anything  else.  I think  some  consideration  should 
bo  given  for  that. 

2513.  You  follow  that  Parliament  has  got  to  make 
the  law,  and  they  can  deal  with  all  such  cases  as 
are  sufficiently  common  in  occurence;  Parliament 
must  make  the  law,  and  once  the  law  is  made  it  must 
be  applied  to  everybody,  otherwise  you  would  have 
taxation  depending  upon  somebody’s  possibly  biassed 
opinion? — Yes,  but  I am  putting  these  points  because 
you  are  really  making  the  law  of  the  future  here,  and 
I am  putting  these  points  so  that  you  may  be  able 
to  get  them  in. 


2514.  That  is  why  I have  ventured  to  trouble  you 
with  a number  of  questions.  One  other  question 
about  the  bachelor.  He  is  generally  a lodger,  is  he 
not  ? — Sometimes. 

2515.  Is  he  not  generally? — Sometimes  he  lives  at 
home,  and  sometimes  he  is  a lodger. 

2516.  If  he  is  living  at  home  with  his  father  and 
mother  the  family  is  particularly  well  off? — Well  I 
suppose  they  would  be  better  off,  yes.  I have  put  in 
no  great  plea  for  the  bachelor  any  more  than  to  say 
I think  it  must  be  the  same  basis.  The  alterations 
must  be  in  the  abatements;  that  is  all  I say  on  that. 

2517.  Mr.  Brace : I have  only  heard  the  latter 
portion  of  what  Mr.  Edwards  has  said,  but  I think 
I can  safely  trust  him  to  put  the  mining  point  of 
view. 

2518.  Chairma/n : He  has  been  under  a wrong  im- 
pression with  regard  to  the  cost  of  collection,  which 
he  said  would  be  half  of  the  £8,000,000  Income  Tax 
received.  The  Inland  Revenue  shews  that  it  is  only 
7^  per  cent.,  which  is  say  £500,000  as  against  his 
estimate  of  £4,000,000,  and  I was  wondering  whether 
that  one  fact  has  caused  unrest  in  South  Wales,  and 
whether,  if  it  is  put  right  to  the  miners  it  would 
make  their  views  different  upon  the  position. 

2519.  Mr.  Brace : No,  I should  not  think  so  from 
what  I know  of  them.  I do  not  do  a great  deal  of 
work  among  them  as  I used  to  do,  but  from  what  I 
know  I should  think  it  was  the  broad  feeling  of  the 
£250  as  being  a fair  basis,  and  the  alteration  of  the 
standard,  that  has  affected  them. 

2520.  Chairman  (To  Witness):  Might  I ask  you 

a straight  question,  because  I like  putting  these 
matters  straight.  Is  the  figure  of  £250  fixed  so  that  , 
the  Income  Tax  can  be  evaded? — I do  not  follow. 

2521.  Mr.  Brace : Have  the  men  taken  the  £250  as 
a basis  for  exemption  for  the  purpose  of  avoiding 
paying  any  Income  Tax? 

2522  Chairman : You  say  it  was  not  a shot  figure. 

Is  it  in  their  minds  that  they  will  not  pay  Income  Tax 
if  that  figure  is  taken? — No.  I told  you  that  at  the 
conference  where  that  resolution  was  passed  the  only 
opposition  was  that  it  was  not  high  enough,  so  that 
many  of  them  knew  that  under  that  they  would  have 
to  pay  Income  Tax.  Some  of  the  wages  of  the 
miners  are  very  high,  of  course. 

2523.  Mr.  Brace : It  is  a fact,  is  it  not,  that  the 
Welsh  miners,  as  other  workpeople,  accept  the  Income 
Tax  as  a fair  principle  of  taxation? — I think  so. 

2524.  And  that  they  would  prefer  having  more 
taxes  raised  by  way  of  Income  Tax  than  indirect 
taxes,  such  as  taxes  upon  food? — Yes;  I have  been 
putting  that  point,  or  trying  to. 

2525.  Sir  J.  Earmood-Banner : The  reduction  to 
£130,  and  the  quarterly  payments,  were  carried  into 
law  in  December  1915? — Yes. 

2526.  At  a time,  when  we  were  in  the  very  thick  ot 
our  war  expenditure? — Yes. 

2527.  At  that  time  did  not  all  the  labouring 
classes,  including  miners,  agree  to  the  proposals  with- 
out any  very  great  opposition  in  consequence  of  their 
patriotism,  and  their  desire  to  help  the  country  in 
the  time  of  war? — Well,  I will  agree  that  it  was  an 
easy  time  to  gather  payment  of  this  sort  in  because 
we  were  all  very  patriotic  at  that  time,  but  as  I told 
you  the  leaders  had  considerable  trouble  from  the 
very  beginning  notwithstanding  the  war  and  the 
needs  of  the  nation,  I still  say  that. 

2528.  The  patriotism  of  the  working  classes  in  the 

country,  including  the  miners,  overrode  the  opposition, 
and  it  was  fairly  well  accepted  as  a proper  payment  to 
be  made?— It  onabled  us  to  get  through  with  it;  1 will 
not  say  any  more  than  that ; it  enabled  us  to  get  it 
accepted.  , » 

2529.  Are  we  out  of  the  war  now,  and  are  we  out  or 
the  heavy  expenditure  yet  entailed  by  the  war,  so  that 
any  class  ought  to  come  forward  and  say  they  are  not 
tied  by  the  patriotism  which  caused  them  to  help  the 
Government  in  1915?— I do  not  think  you  are  putting 
it  fairly,  if  you  will  pardon  me.  We  are  not  asking 
that  any  class  should  be  outside.  All  I am  asking  is 
that  there  should  be  a basis  fixed  that  would  give,  first 
of  all,  a reasonable  standard  of  living.  Tax  where 
you  like  from  there  up.  We  are  not  asking  that  any 
class,  as  a class,  should  be  outside.  Wo  are  asking 
for  a reasonable  standard  of  living  to  start  with. 
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2530.  Have  you  not  put  it  that  the  minimum  of  the 
collier’s  wage  is  about  £3  16s.? — Yes,  that  is  so. 

2531.  And  that  as  a rule  most  colliers  earn  at  least 
£5  a week  wages? — A good  many  of  them,  yes. 

2532.  At  £5  a week  you  are  putting  them  in  a posi- 
tion in  which  they  would  have  nothing  to  pay  towards 
this  patriotic  endeavour  which  they  were  willing  to 
take  up  in  the  commencement  of  the  war?— I call  it 
£4  16s.  Id.  per  week,  and,  of  course,  you  must  remem- 
ber there  are  a good  many  weeks  when  there  is  very 
little  done  by  miners  for  certain  reasons  over  which 
they  have  no  control.  You  cannot  put  it  down  as 
£4  16s.  a week  all  the  year  round;  it  is  quite  a 
different  thing  from  that. 

2533.  But  under  your  contention  the  miner  virtually 
would  be  free  from  any  payment  whatever? — Below 
that. 

2534.  So  he  would  not  be  paying  anything  in  respect 
of  the  war? — No,  not  below  that. 

2535.  Then  you  mentioned  this  Surveyor  as  giving 
information  which  is  apparently  not  in  accordance 
with  the  figures  of  the  actual  cash  receipts  and  pay- 
ments of  the  Government,  but  very  much  the  other 
way.  Would  you  be  prepared  to  ask  that  Surveyor  to 
put  himself  in  communication  with  the  Board  of 
Inland  Revenue  and  check  his  figures  and  correct  his 
views,  and  to  come  up  here  again  and  give  us  the 
actual  results  after  he  has  had  an  opportunity  of  con- 
firming his  figures  with  the  Board  of  Inland  Revenue? 
— No,  I am  afraid  I would  not  be  prepared  to  do  that. 

2536.  Well,  if  you  do  not  do  that,  do  not  you  think 

that  your  statements  as  regards  costs  are  rather  weak  ? 
— I do  not  know,  but  my  impression  is . 

2537.  And  that  the  absolute  cash  receipts  of  the 
Board  of  Inland  Revenue  show  that  7 per  cent,  is 
about  the  cost  of  the  collection  of  £7,700,000  of  these 
quarterly  payments? — That  is  not  my  information;  I 
cannot  go  any  further  than  that. 

2538.  Yes,  but  I want  you,  instead  of  your  informa- 
tion, or  the  ipse  dixit  of  a Surveyor,  to  get  the  Sur- 
veyor, or  some  responsible  person,  any  chartered 
accountant  in  the  district — you  have  representatives 
of  that  sort  in  your  Union — to  come  up  here  and  see 
the  Board  of  Inland  Revenue,  check  that  statement, 
give  you  the  actual  facts,  and  then  ask  you  to  come 
here  and  tell  us  what  your  view  is  after  having  got 
that  really  in  terms  of  absolute  evidence. 

2539.  Mr.  Warren  Fisher:  May  I clear  this  up  by 
one  interjection?  An  individual  Surveyor  of  Taxes 
could  not  possibly  give  any  idea,  or  have  any  idea, 
of  the  total  cost  of  the  collection  of  the  Revenue  as  a 
whole.  If  he  did,  in  a sort  of  light  heartedness,  sug- 
gest that  as  a matter  of  fact  it  was  rather  costly  in 
his  own  district  it  would  convey  nothing  and  he  would 
not  endeavour  to  pose  as  an  authority  on  the  total  cost 
of  collection  because  he  has  not  got  the  data  to  form 
an  opinion? — I do  not  follow  that  at  all. 

2540.  It  is  a fact. — A Surveyor  in  any  district  would 
know  how  much  money  he  was  collecting.  He  would 
know  approximately  the  cost  of  collecting  in  his  own 
district. 

2541.  No.  He  would  not  know  his  rent  or  other 
office  expenses,  except  his  own  salary  and  the  clerks’ 
wages. — He  would  know  the  salaries  of  all  those  who 
were  under  him,  and  he  would  have  a fair  idea  of  the 
amount  of  rent,  and  so  on,  that  was  paid  in  his  par- 
ticular district.  I should  think  he  could  give  a very 
close  approximation  of  what  it  actually  cost,  and  I 
should  say  further  that  when  a Surveyor  gave  this 
approximation  of  any  particular  district  it  would  be 
a fair  sample  of  any  similar  districts;  that  is  all  I 
say.  Of  course  I have  heard  very  different  figures  to- 
day, and  I suppose  I must  accept  them,  but  they  do 
not  fit  in  at  all,  as  I said  before,  with  my  information. 

2542.  Sir  J.  Harmood-Banner : Do  you  not  think 
that  if  we  have  the  book  figures  and  you  have  only 
got  hearsay  figures  we  ought  to  accept  the  book  figures 
of  the  Government  rather  than  the  hearsay  figures 
from  the  Surveyor  down  in  South  Wales? — Of  course 
it  all  depends  on  what  basis  it  is  taken.  If  you  estab- 
lish the  cost  of  the  collection,  say,  of  the  whole  of  the 
Income  Tax  of  the  country,  it  would  be  so  much  per 
£8,000,000,  and  that  might  be  a very  different  thing 
from  what  I was  speaking  of;  I do  not  know  whether 
that  is  so  or  not. 


2543.  Mr.  Kerly : No,  it  is  this  particular 

£8,000,000  from  the  working  classes. 

2544.  Sir  J.  Harmood-Banner : It  is  the  quarterly 
payments. — Very  well. 

2545.  We  know  that  South  Wales  is  a very  great 
leader  in  a great  many  things ; I do  not  know  whether 
Monmouthshire  takes  the  lead  before  South  Wales? 

2546.  Mr.  Brace : It  is  part  of  South  Wales. 

2547.  Sir  J . Harmood-Banner : When  they  are  put- 
ting forward  this  request  that  they  should  be  exempt 
from  £250,  are  they  doing  it  as  part  of  South  Wales 
only,  and  on  suggestions  from  South  Wales? — It  was 
done  for  South  Wales,  to  start  with,  but  I think  it  is 
such  a popular,  modest  figure  that  it  will  soon  be  taken 
up  by  others.  South  Wales  will  not  be  left  to  them- 
selves on  this  point,  I know  very  well. 

2548.  If  South  Wales  is  putting  it  forward  on  behalf 
of  the  colliery  districts  and  the  colliers,  are  the 
colliers  really,  as  regards  wages,  in  a worse  condition 
to  put  forward  this  plea  than  the  clerks  in  the  City 
of  London? — I do  not  say  they  would  be. 

2549.  The  clerks  of  the  mercantile  houses  and  the 
clerks  of  the  manufacturing  houses  ? — I do  not  say 
they  would  be;  possibly  the  other  way  about. 

2550.  Is  it  not  the  fact  that  the  collier,  as  a matter 
of  fact,  has  great  advantages  over  a clerk  in  that  he 
has  sons  working  in  the  colliery,  so  that  the  household 
receipts  with  a father  and  three  sons  is  very  often  a 
very  considerable  sum — £15  or  £20  a week? — Well,  I 
suppose  the  same  thing  would  apply  to  clerks.  Their 
boys  start  at  something.  I suppose  they  start  in  the 
same  profession  as  their  father,  very  likely;  possibly 
the  Avages  in  the  first  years  may  not  be  equal  to  a boy 
in  a colliery — I would  not  say  that — but  if  there  are 
advantages  there  are  very  many  disadvantages. 

2551.  The  question  of  health  you  put  as  a special 
reason  why  the  South  Wales  miners  should  put  this 
forAvard.  Is  the  death-rate  of  the  colliers,  even  in- 
cluding accidents,  a higher  death-rate  than  the  ordin- 
ary death-rate  of  a great  many  trades  in  the  country — 
sailors  or  other  classes? — I should  think  it  would  be 
the  highest,  but  there  again  I could  not  speak  Avith 
any  certainty.  Fatal  accidents,  I should  say,  would 
be  the  highest,  and  considerably  the  highest,  but  there 
again  I am  speaking  without  figures  and  I could  not 
give  you  exact  information. 

2552.  The  colliers  are  the  parties  who  started  this 
agitation  for  the  £250? — Yes. 

2553.  And  we  may  take  it  they  are  the  leaders  of 
the  agitation  which  naturally  everybody  Avill  folloAV 
Avho  has  only  an  income  of  £250  a year? — I daresay 
that  Avill  be  what  Avill  happen. 

2554.  Have  you.  formed  any  opinion  as  to  what  it 
Avill  cost  the  State  if  this  exemption  is  alloAved? — 
Well,  about  £8,000,000  I understood  from  the  Chan- 
cellor of  the  Exchequer. 

2555.  And  that  £8,000,000  would  be  put  upon  the 
taxes  of  the  other  parties  ? — Certainly ; that  is  a thing 
I have  not  objected  to.  As  I told  you,  tax  ine  from 
that  standard  up  heavier  if  you  like.  I do  not  ob- 
ject, and  I do  not  object  on  behalf  of  anybody  else. 

2556.  Do  you  think  it  right  in  this  time  Avhen  the 
Avar  is  not  over,  and  the  heaAry  expenditure  is  not  over, 
that  the  miners  should  try  to  free  themselves  from 
the  patriotic  duty  of  paying  for  the  war? — They  have 
not  done  that. 

2557.  Are  not  they  doing  it? — No,  not  at  all.  They 
are  tx-ying  for  a reasonable  standard  of  living;  from 
there  up  T say  there  is  no  objection. 

2558 f.  Whereas  they  accepted  the  £130  in  the 
middle  of  the  war  and  were  quite  Avilling  to  take  that 
stand  as  a patriotic  duty,  now  they  want  exemption 
up  to  £250  or  they  Avill  not  pay? — We  accepted  a lot 
of  things  during  the  war  Avhich  would  not  be  possible 
at  any  other  time. 

2559.  Mr.  McLintoch : Will  you  tell  us  whether  the 
opposition  mainly  proceeds  from  the  bachelors 
amongst  the  miners  or  the  married  men  ? — I could  not 
tell  you  that — married  men  I should  say. 

2560.  Cannot  you  form  any  idea? — I should  say 
from  amongst  the  married  men. 

2561.  Chiefly? — Oh.  yes,  certainly;  bachelors  would 
be  a small  proportion  I should  think — that  is  those 
over  21  anyway. 


MINUTES  OF  EVIDENCE. 


123 


4 June , 1919.] 


Mr.  Charles  Edwards. 


[ Continued . 


2562.  I understood  that  the  chief  objection  was  the 

lowering  of  the  exemption  and  abatement  limit? — 
Yes.  that  is  one  point.  . 

2563.  Do  you  think  the  married  men  in  Wales 

really  appreciate  the  effect  to-day  of  all  these  allow- 
ances as  compared  with  the  pre-war  exemption  and 
abatement  of  £160?— Yes,  I daresay  that  is  appre- 
ciated, but  it  does  not  put  him  in  the  same  position 
by  any  means.  . 

2564.  Will  you  allow  me  to  put  these  very  simple 
figures  to  you?  I take  it  from  you  that  if  the  £160 
had  never  been  touched  this  opposition  would  never 
have  arisen? — There  would  not  have  been  the  same 
opposition  as  there  is. 

2565.  Take  a man  earning  £200  a year  to-day, 
which  is  a little  above  the  standard  wage  you  gave : 
under  the  old  arrangement  he  would  have  got  an 
abatement  of  £160  that  would  have  left  £40  income  ? 

Yes. 

2566.  Assuming  he  was  a married  man  with  one 

child  he  would  have  got  an  allowance  of  £10  for  the 
child ; that  would  have  left  him  with  £30  of  income 
taxable? — Yes.  . _ „ 

2567.  Which,  at  2s.  3d.  in  the  £ is  £3  7s.  6d.? — 
Yes. 

2568.  To-day,  with  the  allowances  which  have  been 
given  since  the  exemption  and  abatement  limit  was 
lowered,  he  gets  £120  abatement,  £25  for  his  wife 
and  £25  for  his  child,  and  he  gets  allowances  as  a 
miner  which  I have  put  down  at  £15— they  are  prob- 
ably a little  more?— £10  is  the  average. 

2569.  I think  you  are  understating  it  probably? — 
The  allowance  for  tools  and  boots  and  clothes  is  from 
£5  up  to  £12.  Certain  classes  of  workmen,  hauliers, 
and  so  on,  get  £5,  and  possibly  we  might  say  £15,  I 
think,  where  there  is  a lot  of  shot  firing.  Mr.  Brace 
would  understand  that  very  well.  I have  put  it  down 
at  £10,  which  I think  is  about  correct. 

2570.  Chairman:  We  will  take  it  at  £10. 

2571  Mr.  McLintock:  Put  it  even  at  £10.  He 
pays  tax  to-day  on  £20  only  as  against  the  £30  he 
would  have  paid  on  under  the  old  arrangement? — 
Yes. 

2572.  If  he  happens  to  have  two  children  he  pays 
no  tax  at  all  as  compared  with  the  old  arrangement. 
Do  you  think  that  the  married  men  quite  appreciate 
that  while  the  exemption  and  abatement  limit  has 
been  lowered  the  other  advantages  where  there  are 
three  or  four  children  much  more  than  compensate? 

If  the  money  value  was  the  same  I think  there 

would  be  something  in  the  argument,  but  the  money 
value  is  altogether  different. 

2573.  I was  taking  it  on  your  own  statement  that 
if  the  exemption  and  abatement  limit  had  not  been 
touched  there  would  have  been  practically  no  opposi- 
tion. If  that  is  a correct  statement  it  seems  to  me 
that  the  married  miners  do  not  quite  appreciate  what 
the  taxation  is,  but  they  have  got  the  £120  abatement 
firmly  fixed  in  their  minds  forgetting  the  other 
allowances  ?— I say  there  would  not  have  been  the 
same  opposition  if  the  standard  had  been  left  as  it 
was  before,  but  the  reduction  of  £160  to  £120  at  a 
time  when  things  were  going  up  made  people  look  into 
the  thing  more  carefully  than  they  would  have  done 
if  it  had  been  left  as  it  was  before. 

2574.  I suggest  that  they  have  not  looked  quite 
carefully  enough.  They  have  lost  sight  of  these  other 
very  important  abatements  for  the  wife  and  children, 
that  is  to  say,  the  increase  of  the  children  and  the 
addition  of  the  wife?— I suppose  they  have  looked 
pretty  carefully  into  it  and  that  is  why  these  new 

demands  are  being  made. 

2575.  Very  well,  I will  leave  that.  Would  it  meet 
the  case  if  the  allowance  for  the  wife  and  the  allow- 
ance for  the  children  were  increased  ?— I do  not  thinK 
anything  will  meet  the  case  except  fixing  the  standard 

at  £250.  , ,,  . ,,  . 

2576.  Then  I suggest  it  comes  back  to  this,  that 
this  is  the  bachelors’  opposition  and  not  the  married 
men’s  opposition.  The  man  who  has  the  heavy  burden 
to  carry  gets  a very  substantial  relief.  Give  me  your 
own  view  about  this ; if  the  wife's  allowance  were 
increased  say  to  £50  and  the  children  from  £2o  to 
£30,  would  the  married  men  have  any  grievance. 
Well,  the  married  men  and  the  single  men,  as  far  as 
we  are  concerned,  always  go  together,  and  when  we 


talk  about  standard  we  talk  about  the  standard  for 
the  whole,  and  we  have  now  fixed  upon  what  we 
consider  not  merely  a reasonable  but  a modest 
standard  of  £250,  to  effect  all  persons.  The  allow- 
ances are  in  addition  to  that,  of  course. 

2577.  Wiith  regard  to  the  Dachelor  who  has  a sub- 
stantial income  as  compared  with  pre-war  times,  say 
£250  to-day,  is  he  in  such  a different  position  that 
he  should  be  relieved  while  a man  with  £500  a year 
has  the  additional  tax  to  pay?  Is  it  not  reasonable 
that  he  should  pay  a sum  in  Income  Tax  greater  than 
he  paid  in  pre-war  time? — If  one  man  has  £250  and 
another  has  £500  I think  the  £500  man  is  in  the  best 
position  to  pay. 

2578.  But  your  suggestion  is  that  the  £250  man 
should  be  entirely  exempt? — Yes,  that  is  what  we  are 
asking  for. 

2579.  You  do  not  agree  with  the  view  that  .the 
bachelor  has  less  burden  than  the  married  man  ? — Yes, 

I do. 

2580.  Do  you  agree  that  the  present  day  reliefs  that 
are  given  go  a long  way  to  make  the  burden  easier 
for  the  married  man? — It  certainly  makes  it  easier, 

I agree,  but  I would  not  say  it  was  in  proportion 
between  the  married  man  and  the  single  man;  I would 
not  say  that  at  all. 

2581.  You  think  the  miners  of  South  Wales  fully 
appreciate  the  effect  of  the  present  Income  Tax 
allowance  as  regards  the  married  men?— I think  they 
do,  yes.  We  have  had  a lot  of  talk  over  it  at  different 
times,  and  we  had  a good  many  deputations  before 
we  got  the  allowances  increased.  I think  it  is  fully 
appreciated. 

2582.  But  it  would  not  satisfy  them  to  increase  the 
allowance  for  the  wife  and  the  children?— I do  not 
think  it  would;  we  are  after  an  increased  basis. 

2583.  Professor  Pigou:  Your  basis  of  £250  is  on  the 

assumption  of  the  existing  arrangements  about  in- 
direct taxes?— The  £250,  of  course,  is  considerably 
less  than  what  we  thought  the  old  standard  would 
have  been  if  it  had  been  brought  up  to  pre-war  money 
value.  . , , 

2584.  What  I mean  is  this,  supposing  there  was 
a suggestion  to  take  off,  we  will  say,  the  tea  duty 
and  the  sugar  duty,  would  you  then  be  prepared  to 
accept  a lower  basis? — Personally  I should  prefer  that, 

I must  say,  but  here  I am  speaking  for  myself 
only ; I personally  would  certainly  prefer  that. 

2585.  Do  you  think  there  would  be  an  agitation 
against  an  arrangement  of  that  sort  if  the  basis 
were  lowered  and  it  was  made  perfectly  clear  that  this 
was  in  substitution  for  certain  indirect  taxes  that  at 
present  exist?— That  would  certainly  ease  the 
position.  It  would  change  my  opinion  anyway,  be- 
cause indirect  taxation  affects  the  very  poorest  that 
are  not  called  upon  to  pay  Income  Tax;  it  affects 
them  worse.  There  should  not  be  anything  taken 
away  from  the  bit  of  money  they  have  to  live  on. 

2586.  So  there  would  not  be  the  same  objection  to  a 
reduced  basis  plus  the  compensating  reduction  of  in- 
direct taxation?— That  is  my  personal  view;  I am 
against  indirect  taxation,  but  there  I am  only  speak- 
ing  for  myself.  Of  course  our  demand  is  the  £2oU 
basis,  and  that  is  the  demand  I am  here  to  put. 

2587.  Mr.  Armitag e-Smith : Have  you  worked  out 
what  a miner  would  pay  if  he  had,  let  us  say,  £4  a 
week?  Supposing  you  have  got  a bachelor  earning 
£4  a week,  which  is  4s.  above  what  you  told  us  was 
the  minimum  wage,  what  is  his  Income  Tax  for  . 
year?— I cannot  get  away  from  what  I have  si aid 
already,  tthat  the  basis  we  consider  slmuld  be  ^oU. 

2588.  I did  not  ask  you  that.  Have  you  asked 
yourself  what  he  pays  at  present?  I want  you  to 
explain  so  as  to  show  the  size  of  the  grievance  which 
vou  put.  Do  you  know  what  he  pays  at  present  ?— 
i am  not  in  the  happy  position  of  being  a bachelor, 
and  I cannot  quite  tell  you.  I am  a family  man,  and 
it  is  so  far  back  that  I cannot  speak  from  experience 

2589.  But  you  can  do  a little  arithmetic,  or  I will 
do  it  for  you.  He  would  pay  less  than  £10  a year 
if  he  got  no  abatement  whatever  for  his  tools,  lie 
would  pay  less  than  6s.  a week  in  Income  Tax  earn- 
ing £4  a week?— I see. 

2590.  Do  you  suggest  that  it  is  unjust  that 
bachelor,  a lodger,  or  living  with  his  parents,  earning 


124 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


4 June , 1919.] 


Mr.  Charles  Edwards. 


[ Continued . 


£4  a week  should  pay  less  than  6s.  a week  in  Income 
Tax  P — I suggest  that  the  basis  should  be  £250. 

2591.  Yes,  I am  speaking  of  the  basis  for  the 
bachelor? — Yes,  I know — well,  we  deal  with  bachelors 
the  same  as  married  men ; when  we  talk  about  all  our 
business  everybody  is  served  alike. 

2592.  I beg  your  pardon,  you  do  not  treat  them 
alike,  because  a married  man  with  three  children 
earning  £4  a week  pays  no  Income  Tax  whatever. 
The  present  position  is,  that  a married  man  with 
three  children  pays  nothing  and  a bachelor  pays  less 
than  £10  a year.  I want  you  to  realize,  and  I want 
the  Commission  to  realize,  that  you  are  here  to  repre- 
sent the  grievance  of  bachelors  and  bachelors  only. 
Do  you  suggest  that  it  is  unjust  for  him  to  pay  6s. 
a week  when  he  is  earning  £4  a week  where  he  is 
living  as  a lodger  or  one  of  a family? — You  are  sug- 
gesting that  the  basis  has  nothing  to  do  with  the 
married  man,  and  I do  not  follow  that  at  all ; I 
suggest  it  has  everything  to  do  with  him. 

2593.  I quite  agree  with  you.  I want  you  to 
realize  what  the  grievance  of  the  miner  is  at  present. 
If  he  is  married  and  has  three  children,  and  is  earn- 
ing £4  to  £5  a week,  he  pays  nothing;  it  is  only 
the  bachelor  who  pays  anything? — Yes. 

2594.  You  suggest  that  it  is  unjust  that  a bachelor 
earning  £4  or  £5  a week  should  make  that  small  con- 
tribution to  the  expenses  of  the  State? — I consider 
that  it  is  unjust,  taking  the  money  value  of  to-day, 
to  collect  anything  from  a man  who  gets  less  than 
£250  per  annum. 

2595.  An  unmarried  man? — Anybody. 

2596.  Now  we  know  where  we  are.  With  regard  to 
wages  one  Commissioner  put  it  to  you  that  war 
bonus  was  included  in  wages  and  taxable  as  such; 
that  is  so,  of  course.  You  are  aware  that  war  bonus 
is  similarly  included  in  earnings  for  the  purpose  of 
workmen’s  compensation? — Well,  no,  I am  not  aware 
of  that,  because  a man  only  gets  25s.  a week  com- 
pensation. 

2597.  For  the  purpose  of  estimating  a man’s  earn- 
ings under  the  Workmen’s  Compensation  Act  it  is 
included? — Yes,  that  is  computed,  but  of  course  it 
does  not  amount  to  anything  because  of  the  limita- 
tion. These  are  the  hardest  hit  men  that  I know  of 
in  the  country — the  men  who  are  on  compensation 
of  25s.  a week.  That  is  the  maximum  amount  what- 
ever the  earnings  might  be.  It  is  brought  in  I 
know,  but  it  has  no  effect  because  of  the  maximum. 

2598.  I did  not  ask  you  about  that.  I said  you  are 
aware  that  it  is  taken  into  account  ? — Yes,  but  it  has 
no  effect  whatsoever. 

2599.  Mr.  Marks : I gather  that  you  are  against 
indirect  taxation,  and,  if  possible,  you  would  not 
have  any  at  all? — Personally  I am. 

2600.  Are  you  personally  also  in  favour  of  exempt- 
ing incomes  below  £250  from  direct  taxation  ?— Yes. 

2601.  You  are? — Certainly. 

2602.  If  your  views  were  followed  out  an  enormous 
proportion  of  the  population  would  pay  no  taxes  at 
all? — Of  course. 

2603.  Are  they  to  get  all  the  advantages  of  good 
and  stable  government,  and  everything  that  is  done 
for  them  now,  without  paying  any  contribution 
towards  them  at  all  ?— Certainly.  Would  not  you 
say  that  the  poorest  people  who  are  paying  these  in- 
direct taxes  ought  to  be  relieved  and  yet  have  the 
advantages,  if  there  are  any  advantages,  to  those 
people  in  the  country? 

2604.  We  are  not  talking  of  the  poorest  people?— 
No,  but  the  indirect  taxation  hits  the  very  poorest 
of  the  poor. 

2605.  We  are  talking  of  the  two  things  together. 
As  I gather  from  your  views,  and  you  admit  them  to 
be  so,  you  would  say  that  a person  with  an  income 
of  £250  a year  or  less  should  pay  nothing  whatever 
to  the  expenses  of  the  State? — Yes. 

2606.  Is  not  that  rather  an  extravagant  proposi- 
tion ? — I do  not  think  it  is. 

• ?607-  Then  we  will  not  pursue  it  if  you  do  not  think 

\3-  There  is  another  point  which  was  put  to  you  in 
a ** 1Yei !jy  0116  the  Commissioners  to  this 
effect,  that  if  this  very  large  amount  of  Income  Tax 


revenue  is  sacrificed,  as  it  would  be  if  the  views  of 
your  Federation  were  adopted,  it  must  be  made  up  by 
taxation  in  some  other  direction? — Yes. 

2608.  And  you  realize,  of  course,  that  that  means 
that  the  expenses  of  production  and  distribution,  aind 
so  on,  would  be  increased  generally.  You  realize  that 
if  it  is  only  a question  of  a tax  upon  profits',  for  in- 
stance, you  cannot  go  on  increasing  taxation  without 
also  increasing  the  cost  of  production  ? — We  have  not 
gone  into  the.  taxation  of  profits,  and  that  sort  of 
thing.  I have  said  I have  no  objection  to  paying 
higher  taxation  over  a certain  figure. 

2609.  Yes,  I know. — Whether  it  is  Income  Tax,  or 
whether  it  is  on  profits  or  anything  else — it  would  be 
on  wages  with  me,  of  course,  or  on  salary — I do  not 
object. 

2610.  I know,  and  therefore  if  your  employer — if 
you  are  employed — ha's  to  pay  more  by  way  or  taxation 
on  his  profits,  and  therefore  has  to  put  on  something 
to  recoup  himself  when  he  sells  those  things,  the  cost 
of  the  things  which  he  produces  to  the  consumer  will 
go  up? — Yes. 

2611.  You  are  proposing,  as  I understand  to-day, 
with  a large  volume  of  taxation,  to  put  it  on  to  these 
people  who  will  produce  certain  things  which  the  com- 
munity generally  needs,  the  price  of  which  will,  as  a 
consequence  of  your  proposal,  if  it  were  adopted 
be  increased? — That  would  be  so. 

2612.  That  is  so? — Under  our  present  system  of 
living,  the  people  who  produce  these  articles  make 
other  people  pay  their  Income  Tax,  and  so  on.  We  are 
after  nationalization  which  will  alter  that. 

2613.  I want  to  get  to  this  point — I do  not  know 
whether  it  is  clear  to  you  as  it  is  to  me,  but  I think  it 
ought  to  be  clear  to  you— that  if  you  go  on  putting 
these  burdens  on  production,  the  inevitable  result  is 
that  the  cost  of  commodities  to  the  consumer  is  in- 
creased?— Yes. 

2614.  And  you  are  now  proposing  to  do  away  with  a 
large  tax  revenue  which  would  certainlv  have  the 
effect  of  increasing  the  price  of  a good  many  commodi- 
ties in  ordinary  use?— I think  it  would.  That  is  the 
advantage  of  being  a producer;  he  can  hand  it  on  to 
somebody  else,  whereas  I,  with  my  salary,  would  have 
to  pay  it  out  of  the  bit  that  I get. 

2615.  That  is  just  the  point ; it  would  be  ha'nded  on 
to  the  consumer? — It  would. 

2616.  I should  tremble  to  think  what  the  cost  of 
your  next  pair  of  boots  would  be?— So  should  I 

2617 . But  independently  of  that,  on  the  basis  which 
you  are  now  putting  forward,  the  result  would  be  what 
you  would  consider  a justifiable  demand  for  raising  the 
exemption  limits  still  further.  Is  not  that  so?— Still 
further  than  the  £250  ? 


nnrn  • .r  “ — ' “““-“‘K  ‘“‘iii,  so  nign  as 

izsu,  is  the  increased  cost  of  living? Yes. 

2619.  And  you  are  now  wanting  to  do  something 
which  will  raise  the  cost  of  living  still  further  and 
when  it  is  raised  further  if  you  follow  your  own 
reasoning  logically  you  will  come  to  the  Government 
and  say  the  cost  of  living  has  gone  up  some  more,  the 
limit  must  be  raised  some  more?— No.  I am  hoping 
that  the  future  will  bo  based  on  a different  principle 
from  what  ,t  has  been  in  the  past.  There  is  no  neces- 
sity for  so  many  of  the  things  going  up  as  they  have 
gone  up. 

x,  ?6,20-  That  is  another  question?— Yes,  it  is,  but  T 
think  it  is  the  real  question  after  all. 

,,  2621„  1 ™nt  to  whether  you  clearly  see  what 

the  effect  of  your  demand  would  be?— Yes,  under 
present  conditions  it  would  mean  that,  I should  think  • 
that  is  the  thing  that  wants  altering. 

2622 • Mr-  Wolker  Clark-.  Would  you  make  any 
difference  between  earned  and  unearned  income9— 
That  is  a point  that  I have  not  paid  much  attention 


2623.  It  is  rather  an  important  point?— Yes. 

2624  You  would  make  no  difference,  I take  it9 

WeU,  T am  here  chiefly  over  the  £250  and  the  abate- 
ments. 


2625.  But  you  start  with  £250  whether  it  is  earned 
or  unearned?— If  you  ask  me  personally,  I think  there 
should  be  a difference  in  earned  and  unearned. 

2626.  But  there  is  no  provision  for  that  distinction 
in  your  evidence?— No,  I just  put  down  a few  aimmo 
psints  that  came  to  me  at  the  moment. 
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2627.  £5  is  the  basis  where  you  start? — No, 
£4  10s.  Od.  a week. 

2628.  £4  16s.  Id.?- -Yes. 

2629.  That  would  apply  to  a young  lady  who  was, 
say,  22  or  23  years  of.  age,  earning  that  salary  and 
living  at  home? — Well,  I have  put  it  as  the  basis  for 
wage-earners. 

2630.  For  everyone?  You  have  been  tackled  on  the 
question  of  bachelors;  I am  rather  interested  in  the 
question  of  girls  who  live  at  homo  ? — I think  they  pay 
at  present  if  they  earn  above  a certain  sum. 

2631.  But  you  are  wanting  to  raise  that  limit? — I 
am  not  much  of  an  authority  with  the  ladies  I am 
afraid. 

2632.  You  want  to  raise  the  limit  whether  it  is  a 
girl,  or  a man  married  or  single? — 1 do  not  see  why 
not. 

2633.  I only  want  to  understand  the  point.  You 
know  the  trend  recently  of  legislation  is  to  relieve 
local  rates  at  the  expense  of  Imperial  taxes,  and  if 
that  goes  on  you  would  still  maintain  that  those  who 
receive  small  incomes  and  who  are  benefiting  from 
the  local  rates  should  still  be  further  benefited  at  the 
expense  of  Imperial  taxation? — I do  not  follow  you. 

2634.  Take  education  for  example,  increasingly  we 
are  getting  more  money  from  Imperial  taxes  for 
education,  which  very  largely  benefits  the  class  of 
people  for  whom  you  are  now  speaking?— Yes. 

2635.  And  there  is  a tendency  to  go  on  in  that 
direction.  Although  lower  incomes  are  benefited  by 
this  transfer  to  Imperial  taxes  you  would  continue, 
I take  it,  independently  of  that?— Yes,  well,  I am 
after  the  proper  standard,  first  of  all,  whatever  that 

S 2636.  I know ; that  is  what  you  said— but  you  would 
go  on  doing  it?— Yes,  I could  not  say  anything  else. 
We  say  that  £250  is  a reasonable  basis  wherever  it 
comes  from,  whether  from  national  or  local  taxation. 

2637.  You  know  that  in  Germany,  for  example, 
Income  Tax  begins  at  £40  a year?— I have  heard  it. 

2638.  And  it  is  graduated  from  a very  small  sum 
in  the  £ to  a very  high  one? — Yes,  I do  not  know 
the  figure. 

2639.  Well  I happen  to  know.— I do  not  know  very 
much  about  Germany. 

2640.  Do  you  know  that  in  this  country  some  in- 
comes at  present  pay  over  10s.  in  the  £ towards 
Imperial  taxes? — That  is  so. 

2641.  And  that  the  purchasing  power  of  a sovereign 
is  no  greater  in  a large  income  than  it  is  in  a small 
one?— No,  but  it  is  not  wanted;  there  are  certain 
necessities. 


2642.  Some  people  think  it  is  wanted? — That  cannot 
be.  There  are  certain  necessities  which  we  must  have. 
We  must  have  food  and  clothes.  Everybody  needs 
the  same,  and,  if  necessary,  the  man  who  works  hard 
needs  more  than  the  other  one,  so  that  in  that  sense 
the  cost  ought  to  be  approximately  the  same  between 
one  man  and  another  man,  so  that  when  ope  goes 
higher  in  salary  he  is  able  to  pay. 

2643.  I do  not  want  to  argue  the  point.  You  do 
know  that  the  purchasing  power  of  the  sovereign — ? — 
Oh  yes,  it  is  the  same  for  everybody — the  necessities 
are  the  same  for  everybody  too. 

2644.  I take  it  you  represent  here  this  morning 
chiefly  the  miners? — Yes. 

2645.  I come  from  a very  different  district.  In 
our  district  the  operatives  who  are  not  earning  the 
high  wages  that  you  indicate,  very  largely  purchase 
their  own  houses.  I think  about  40  per  cent,  in  our 
district  live  in  their  own  houses ; is  that  true  of  the 
miners? — I could  not  give  you  the  percentage.  There 
are  very  many  of  them. 

2646.  Would  you  think  40  per  cent? — I should 
hardly  think  that. 

2647.  As  the  result  of  their  own  savings? — I should 
hardly  think  that,  but  I could  not  tell  you. 

2648.  Would  you  speak  of  them  as  a class  as  thrifty 
and  careful? — Yes,  I think  they  would  compare  with 
any  other  class  that  I know  of. 

2649.  You  spoke  about  the  special  cost  of  the  miner 
in  boots,  and  so  on  ? — Yes. 

2650.  Would  that  equal  the  cost  of  the  man  who 
worked  in  a chemical  works,  or  a gas  works,  or  an 
agricultural  labourer? — An  agricultural  labourer 
would  pot  be  in  it ; I know  something  about  that  too. 

2651.  So  do  I.  How  long  do  you  think  an  agricul- 
tural labourer’s  boots  last? — More  than  three  months, 
and  very  much  more ; there  would  be  no  comparison 
at  all,  either  in  clothes  or  boots. 

2652.  Is  the  opposition  to  this  tax  on  the  part  of 
the  lowest  wage  men,  or  the  higher  wage  men  in  your 
district? — The  opposition  is  as  a whole. 

2653.  Regardless  of  wages? — The  standard  is  wrong. 

2654.  Regardless  of  wages? — Regardless  of  wages, 
Yes. 

2655.  And  whether  they  pay  tax  or  not — because 
some  would  be  exempt? — Yes,  I suppose  those  who 
are  exempt  to-day  think  that  they  would  be  paying 
some  time  or  another. 

2856.  Chairman:  Mr.  Edwards,  we  asked  you  here 
to-day  that  you  could  give  us,  as  you  have  done,  a 
frank  and  free  expression  of  your  views  on  this  trouble 
that  has  arisen  in  South  Wales.  We  are  very  much 
obliged  to  you  for  coming. 


Mr.  0.  G.  Spry  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Proof  of  evidence  of  O.  G.  Spry,  an  Assistant  Secre- 
tary to  the  Board  of  Inland  Revenue,  in  regard 
to  the  assessment  of  Income  Tax  and  the  rate 
of  charge  upon  the  incomes  of  married  persons. 

Separate  assessment  of  the  incomes  of  husband 
and  wife. 

2657.  (1)  It  is  probably  quite  commonly  believed 
(although  it  is  not  the  case)  that  under  existing  law 
every  husband  is  bound,  as  a matter  of  course,  to 
make  a return  of  his  wife’s  income  (if  his  wife  is 
living  with  him),  and  to  pay  the  tax  upon  it  just  as 
if  the  income  belonged  to  himself.  It  is  true  that 
for  a long  time  that  was  the  law,  and  if  it  remained 
the  law  it  would,  of  course,  in  present  conditions  be 
indefensible.  But  no  such  suppression  of  the  indi- 
viduality of  married  women  now  continues.  Under 
the  provisions  of  the  Finance  Act,  1914  (now  repro- 
duced in  sections  8,  31,  171  and  Rule  17  of  the 
General  Rules  applicable  to  Schedules  A,  B,  C,  D 
and  E of  the  Income  Tax  Act,  1918),  in  cases  in 
which  either  a husband  or  a wife  objects  to  this 
procedure  (which  is  a convenient  and  accepted  one 
in  the  great  majority  of  cases,  especially  those  in 
which  the  wife’s  income  is  practically  negligible  in 
amount),  and  makes  an  application  for  separate 
assessment,  the  husband  and  the  wife  respectively 
make  separate  returns  of  their  incomes,  are  separately 
assessed  to  Income  Tax  or  Super-tax,  or  both,  in 


jspect  thereof,  receive  separate  demands  for  pay- 
lent,  and  each  pays  the  proportion  of  the  total  tax 
ppropriate  to  his  or  her  income. 

2658.  (2)  Where  a husband  or  a wife  desires  this 
rocedure  to  be  followed,  notice  is  required  by  law 
i be  given  within  six  months  before  6th  May  in  the 
ear  of  assessment.  For  example,  if  a husband  or  a 
ife  desires  separate  assessment  for  the  year  com- 
lenciug  on  the  6th  April,  1919,  notice  must  be  given 
fter  5th  November,  1918,  and  before  6th  May,  1919- 
n practice  it  is  often  impossible,  in  the  year  in  which 
larriage  takes  place,  to  give  notice  by  the  date 
amed,  and  in  such  cases,  therefore,  there  is  no  ugh' 
a separate  assessment  for  that  one  year.  In  this 
annection  the  Chancellor  of  the  Exchequer  recently 
xpressed  his  willingness  to  accept  an  amendment  to 
leet  this  difficulty. 

It  has  been  represented  that  in  other  years  also 
ndue  inconvenience  is  caused  to  taxpayers  by  the 
equirement  that  the  notice  should  be  given  by  so 
arly  a date  as  5th  May.  Practical  difficulties  would 
e created  if  the  request  for  separate  assessment  were 
llowed  to  be  made  long  after  returns  have  been 
ailed  for  and  assessments  prepared.  . 

These  difficulties  stand  in  the  way  of  the  total 
brogation  of  a time  limit,  but  they  would  not  pre- 
lude an  extension  of  that  limit,  say,  by  another  two 
lonths,  i.e.,  to  the  6th  July  in  the  year  of  assessment, 
f any  considerable  feeling  of  grievance  is  created  by 
he  existing  law  it  is  suggested  that  a relaxation  on 
hese  lines  might  properly  be  authorized. 
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The  rate  of  charge  upon  married  persons. 

2659.  (3)  The  chief  point  of  debate,  however,  is  one 
quite  distinct  from  that  above  referred  to.  It  is  the 
question  whether,  for  the  purpose  of  ascertaining  the 
amount  of  tax  which  a particular  individual  is  to 
pay,  regard  should  be  had,  if  the  individual  is  mar- 
ried, to  the  aggregate  amount  of  the  income  of  the 
husband  and  the  wife,  or  whether  those  two  incomes 
should  be  looked  at  separately.  For  example,  if  two 
married  persons  have  an  income  of  £800,  of  which 
£400  is  owned  by  the  husband  and  £400  by  the  wife, 
the  question  is  whether  those  incomes  should  pay  the 
tax  applicable  to  a total  income  of  £800  or  that 
applicable  to  two  separate  incomes  of  £400  each. 

2660.  (4)  Under  the  present  law,  in  fixing  the 
amount  of  tax,  regard  is  paid  to  the  aggregate 
amount  of  the  income  of  husband  and  wife ; the 
incomes  are  not  looked  at  separately. 

2661.  (5)  The  question  is  sometimes  represented  as 
one  which  affects  the  political  or  social  status  of 
women  in  relation  to  that  of  men.  That  is  not 
actually  the  case.  Just  as  when  a woman  marries  a 
rich  husband  her  Income  Tax  may  be  increased,  so 
when  a man  marries  a rich  wife  his  Income  Tax 
may  be  increased.  It  is  not  a question  of  the  status 
of  women  in  relation  to  men,  but  a question  affecting 
married  people  (either  men  or  women),  as  compared 
with  bachelors,  spinsters,  widowers  and  widows. 

2662.  (6)  Prejudice  is  sometimes  imported  into  con- 
sideration of  the  question  by  arguments  concerning 
the  charge  of  Income  Tax  on  incomes  of  persons  who 
live  together  without  being  married  and  whose 
incomes  are  treated  separately  in  the  graduation  of 
the  tax.  It  is  said  that  the  existing  law  constitutes 
a penalty  on  marriage.  This,  however,  is  an  ex- 
tremely one-sided  view  of  the  position.  Under 
existing  law  any  married  taxpayer  with  an  income  not 
exceeding  £800  is  entitled  to  a special  allowance  of 
£25  if  he  is  married.  In  the  case  of  the  great 
numerical  majority  of  taxpayers  (any  income  possessed 
by  the  wife  being  usually  small  in  amount),  this 
allowance  far  outweighs  any  increased  charge  of 
Income  Tax  due  to  the  aggregation  of  the  income  of 
husband  and  wife,  and  thus  in  the  great  majority 
of  cases  the  Income  Tax,  so  far  from  being  a penalty 
on  marriage,  has  the  exactly  opposite  tendency.  For 
example,  a married  man  earning  an  income  of  £250 
pays  Income  Tax  (at  2s.  3d.  in  the  £)  on,  at  most, 
£105;  an  unmarried  man  earning  the  same  income 
pays  Income  Tax  (at  the  same  rate)  on  £130. 

2663.  (7)  The  suggestion  made  at  the  end  of  this 
evidence  (paragraph  41)  would,  if  adopted,  tend  still 
further  to  increase  the  extent  to  which  the  Income 
Tax  acts  as  an  incentive  not  to  dispense  with  the 
marriage  ceremony. 

2664.  (8)  It  is  also  important  to  notice  that  the 
suggestion  commonly  made  that  the  income  of  hus- 
band and  wife  should  be  regarded  separately  raises 
the  question  whether  any  “ wife  allowance  ” ought 
to  be  continued.  Once  this  allowance  is  repealed, 
the  encouragement  of  marriage  afforded  by  this 
Income  Tax  relief  is  removed,  and  great  numbers  of 
taxpayers  (including  wage-earners)  with  a small 
income  all  of  which  belongs  to  the  husband  would 
lose  (without  any  compensation)  an  allowance  which 
greatly  mitigates  or  entirely  removes  the  burden  of 
Income  Tax  upon  them. 

2665.  (9)  Moreover,  as  regards  the  minority  of 
cases,  where  the  Income  Tax  upon  married  persons 
is  greater  in  amount  than  it  would  have  been  if  they 
lived  together  unmarried,  the  strict  theoretical 
answer  to  the  objection  that  the  tax  is  a penalty 
on  marriage  is  that  the  incomes  of  persons  living 
permanently  together  unmarried  might  very  properly 
be  looked  at  together  for  the  purposes  of  computing 
the  tax  payable  (as  if  they  were  married,  except  that, 
of  course,  the  “wife  allowance”  would  not  be  granted). 
The  fact  that  such  a provision  would  be  unlikely  to 
commend  itself  to  public  sentiment  and  would  be 
very  difficult  to  administer  would  not  seem  to  invali- 
date the  argument. 

2666.  (10)  The  first  fact  which  emerges  on  a close 
examination  of  the  proposal  that  in  determining  the 
rate  of  tax  the  income  of  husband  and  wife  should 
be  looked  at  separately  is  that  the  proposal,  if 


adopted  (though  designed  to  remove  anomalies), 
would  on  the  contrary  create  anomalies  of  a startling 
character. 

2667.  (11)  It  may  be  well  to  test  the  matter  by  an 
example.  In  three  houses  side  by  side  dwell  three 
married  couples.  The  total  income  of  each  household 
is  £400.  In  the  first  house  the  income  is  all  earned 
by  the  husband ; in  the  second  house  it  is  all  earned 
by  the  wife;  in  the  third  house  the  income  is  all 
derived  from  securities,  £200  belonging  to  the  hus- 
band and  £200  to  the  wife.  Prima  facie  it  would 
appear  that  the  capacity  of  the  third  household  to 
bear  Income  Tax  is  rather  greater  than  that  of  the 
first  two,  for  the  income  in  that  house  is  secure  and 
permanent,  whereas  in  the  other  houses  the  income 
is  precarious  and  dependent  upon  the  health  and 
life  of  the  wage-earner.  Under  existing  Income 
Tax  law  the  Income  Tax  payable  in  the  third 
household  is  slightly  larger  than  that  payable 
in  the  others.  Under  the  proposal  now  put  for- 
ward the  third  household  would  be  very  materially 
relieved  from  liability  to  Income  Tax,  the  amount 
payable  being  reduced  from  £38  to  £24,  and  the 
general  increase  in  the  rate  of  Income  Tax  which  the 
proposal  necessitates  would  actually  increase  the 
charge  upon  the  other  households. 

2668.  (12)  This  anomaly  would  indeed  be  unlikely 
to  continue  permanently  in  that  form ; it  is  likely  that 
it  would  gradually  merge  into  another.  Regard  being 
had  to  the  rate  of  Income  Tax  now  prevailing  it  is 
only  to  be  expected  that  the  first  two  households — the 
first  of  which  is  typical  of  the  distribution  of  income 
among  married  taxpayers  while  the  third  is  not — 
would  feel  that  they  possessed  a moral  right  to  re- 
distribute their  income  between  husband  and  wife  in 
order  to  secure  the  6ame  advantages  in  taxation  as  (ir 
the  conditions  postulated)  would  accrue  to  the  house- 
hold in  which  the  income  happened  to  be  already 
divided ; and  thus,  sooner  or  later,  devices  would  be 
certain  to  be  adopted  to  divide  up  income  so  as  tc 
secure  these  advantages,  and  the  Income  Tax,  or  what 
remained  of  it,  would  thus  come  to  be  levied  to  a 
considerable  extent  on  sham  incomes. 

2669.  (13)  If  the  proposal  now  under  discussion 
were  adopted,  the  initial  loss  to  the  Exchequer  would 
be  something  like  £20,000,000  per  annum.  Owing  to 
the  devices  that  would  be  resorted  to,  this  loss  would 
quickly  increase,  and  when  the  tendency  for  husbands 
and  wives  to  divide  their  income  between  them  in 
such  proportions  as  would  lead  to  the  minimum  pay- 
ment of  Income  Tax  had  become  fully  effective  the 
loss  to  the  Exchequer  (including  a consequential  loss 
of  Estate  Duty)  might  well  reach  alarming  proportions. 

2670.  (14)  It  is  apparent  from  the  foregoing  that 
the  question  is  one  of  great  magnitude.  If  the  present 
system  is  unjust  it  may  be  said  that  these  figures 
represent  the  measure  of  the  injustice.  The  converse 
argument  would  equally  apply  to  the  concession  of  the 
claim  which  is  made,  if  it  is  ill-founded. 

2671.  (15)  It  is  of  interest  to  note  what  particular 
classes  of  the  community  would  gain  most  from  the 
reversal  of  the  present  law.  The  following  estimate 
of  distribution,  which  of  necessity  is  somewhat  specu- 
lative, has  been  prepared  by  the  Board  of  Inland 
Revenue  upon  this  subject:  — 

Estimate  of  immediate  loss  of  Income  Tax  and  Super- 
tax which  would  result  from  the  proposal  to  regard 
the  income  of  husband  and  wife  separately  in 
determining  the  amount  of  tax  payable. 


Class  of  taxpayer. 

Aggregate  gain  to 
married  taxpayers. 

Average 

Incomes  falling  between 

Amount. 

% 

gain  to  each 
couple. 

£ and  £ 

131  — 500  

501  — 1,000  

1.001  — 2,600  

2,501  — 10,000  

10,001  — 50, C00 

Exceeding  60,000  

£ 

1,600,000 

3.600.000 

7.300.000 
5,000,000 

2.400.000 
300,000 

7-5 

17-5 

30-5 

25-0 

12-0 

1-5 

£ 

4 

35 

86 

185 

600 

1,000 

Total  

20,000,000 

100-0 
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If  the  wife  allowance  were  withdrawn  the  figure  of 
£20  000,000  would  be  correspondingly  modified. 

2672.  (16)  It  will  be  seen  that  the  pro iposal  giyep 
the  largest  individual  present  gam  £1,000  to  the 
richest  persons.  The  hulk,  however,  of  the  aggregate 
vain  is  distributed  over  married  taxpayers  with  aggre- 
gate incomes  between  £600  and  £10,000  Eer  annum: 
this  is  due  to  the  fact  that  between  these  limits  the 
effective  rate  of  Income  Tax  nsea 
1 q 8d  in  the  £ on  an  earned  income  ot  £5UU  to  tie.  4ci. 
in  the  £ on  an  income  of  £10,000 — and  thus  the  tax 
on  the  large  aggregate  amounts  of  income  held  by 
married  taxpayers  in  these  classes  would  be  great  y 
diminished  if  it  were  charged  at  rates  of  tax  applicable 
not  to  the  actual  income  of  each  taxpayer,  but  at  a 
rate  applicable  to  smaller  incomes. 

It  may  at  first  sight  seem  surprising  that  in  the  case 
of  very  large  incomes  the  possible  gain  is  no  larger 
than  £1,000  in  any  case  and  the  aggregate  gam  no 
larger  than  that  shown  in  the  table  above.  But  in  the 
Super-tax,  as  at  present  constructed,  where  an  income 
exceeds  £10,000  the  section  of  the  income  represent- 
ing the  balance  above  £10,000  is  charged  at  a flat  rate 
(viz  4s.  6d.  in  the  £ Super-tax  in  addition  to  the 
6s  Income  Tax),  and  it  is  only  the  lower  sections  ot 
the  income  which  are  charged  at  varying  lower  rates. 
Consequently,  when  a very  large  income  say 
£100,000,  is  divided,  the  advantage  gained  is  limited 
to  the  imposition  of  the  lower  rates  in  the  first 
£10  000  of  the  second  income  which  is  thus  created. 

If  however,  it  should  be  decided  to  steepen  the 
graduation  above  £10,000  and  to  impose  a series  of 
increasing  rates  on  sections  of  large  incomes  above 
that  figure,  the  position  would  be  very  greatly  altered. 
For  example,  it  is  roughly  true  that  Income  Tax 
including  Super-tax  is  now  charged  both  on  an  income 
of  £100  000  and  on  an  income  of  £200,000  at  an  effec- 
tive rate  of  10s.  in  the  £.  If  it  were  decided  m 
future  to  charge  Income  Tax  (including  Super-tax)  on 
an  income  of  £200,000  at  15s.  in  the  £,  while  con- 
tinuing to  charge  an  income  of  £100,000  at  10s.  the 
o-ain  to  a married  couple  with  £200,000  a year,  in 
being  allowed  to  pay  tax  at  a rate  applicable  to  halt 
the  aggregate  income,  would  amount  to  no  less  than 
£50,000  per  annum. 

2673.  (17)  The  argument  so  far  has  been  designed 
to  show : — 

(a)  that  the  question  is  not  one  involving  the 

' status  of  married  women,  but  a question  ot 
the  proper  relative  burden  of  Income  lax 
upon  married  persons  as  compared  with 
bachelors,  spinsters,  widowers  and  widows; 

(b)  that  the  present  system  of  Income  Tax,  so 

far  from  involving  a penalty  on  marriage, 
contains,  as  respects  the  enormous  majority 
of  cases,  a direct  encouragement  of  the 
married  state.  The  proposal  to  treat  the 
husband  and  wife  separately  involves  the 
question  of  continuing  the  “ wife  allow- 
ance ” ; 

(c)  that  the  proposal,  if  adopted  (though  designed 

to  remove  so-called  anomalies),  would,  in- 
stead, create  real  anomalies,  and  in  the 
process  would  cost  the  Exchequer  an  annual 
loss  of  £20,000,000  per  annum,  increasing 
in  a short  time  to  a much  higher  figure. 

2674.  (18)  The  anomalies  which  have  been  men- 
tioned above  suggest  at  the  least  that  the  demand  put 
forward  should  not  be  acceded  to  without  careful 
examination  of  its  theoretical  and  general  justifica- 
tion. 

2675.  (19)  It  is  suggested  that  such  an  examination 
shows  the  demand  to  be  unwarranted.  The  question 
raised  goes,  however,  to  the  very  root  of  the  problem 
of  the  proper  test  of  graduation  of  direct  taxes.  It 
involves,  for  instance,  consideration  whether  the 
aggregate  income  of  the  household  may  not  be  tne 
most  appropriate  test  to  adopt. 

2676.  (20)  From  a theoretical  standpoint  there  are 
at  least  three  tests  of  ability  to  pay  which  require 
consideration.  One  is  the  test  of  the  aggregate  income 
of  the  household  (e.g.,  father,  mother,  sons  and 
daughters,  or  brothei-s  and  sisters)  living  under  one 


roof.  This  test  is  open  to  some  objection  in  modern 
times  owing  to  the  lack  of  identity  of  interest  which 
is  often  found  within  a household  and  the  transitory 
character  of  its  constitution.  Often,  moreover,  while 
the  income  of  husband  and  wife  is  merged  in  the  fulfil- 
ment of  common  obligations,  the  child’s  separate 
income  is  reserved  by  the  parents  strictly  for  the  use 
of  the  child. 

2677.  (21)  The  second  test  is  that  of  the  total  income 
of  the  individual  taxpayer  without  any  regard  what- 
soever to  his  personal  circumstances.  That  test 
overlooks  the  vital  fact  that  the  great  majority  of 
taxpayers,  or  at  any  rate  of  substantial  taxpayers,  are 
married  persons,  and  that  a test  of  ability  which  is 
based  upon  the  circumstances  of  the  bachelor,  the 
spinster,  the  widower  and  the  widow,  is  based 
primarily  upon  the  exceptional  case. 

2678.  (22)  The  remaining  test  is  that  of  the  aggre- 
gate income  of  husband  and  wife.  This  test,  for  the 
reason  last  indicated,  has,  it  is  suggested,  by  far  the 
most  to  be  said  for  it. 

2679.  (23)  The  consideration  governing  the  gradua- 
tion of  Income  Tax  is  taxable  capacity.  Taxable 
capacity  in  the  case  of  married  persons  is  independent 
of  the  question  of  the  amount  of  the  wife’s  separate 
income ; it  depends  on  the  amount  of  income  necessary 
for  the  maintenance  of  two  persons  living  permanently 
together.  The  reason  for  the  aggregation  of  the 
income  of  husband  and  wife  is  not  the  conception  of 
their  union  as  a “ social  unit,”  nor  is  it  the  mediseval 
idea  of  their  unity  in  the  eyes  of  the  law ; but  it  is 
their  practical  identity  as  a taxable  entity.  . It  it 
beyond  question  that  in  the  immense  majority  of 
cases  where  the  wife  has  a separate  income  she  con- 
tributes to  the  common  fund  either  by  the  actual 
merger  of  part  or  all  of  her  income,  or  by  bearing 
expenses  which  would  otherwise  fall  upon  the  husband. 

2680.  (24)  Another  class  of  suggestion,  however, 
also  calls  for  notice.  It  is  sometimes  suggested  that 
for  the  purpose  of  ascertaining  the  rate  at  which  to 
charge  Income  Tax  in  the  case  of  married  persons, 
the  income  of  the  husband  and  wife  should  be  aggre- 
gated, but  should  then  be  divided  by  two  and  charged 
as  if  it  were  two  separate  incomes,  each  equal  in 
amount  to  half  the  aggregate  income  For  example, 
if  the  aggregate  income  of  husband  and  wife  is  £1 
the  suggestion  made  is  that  the  tax  levied  should  not 
be  the  amount  applicable  to  an  income  of  £1,0°°.  bllt 
the  amount  applicable  to  two  incomes  ot  £oUU. 

2681  (25)  This  suggestion  would  involve  a loss  of 
Revenue  of  about  £45,000,000  per  annum,  roughly 
distributed  as  follows:- 


Class  of  taxpayer. 

Aggregate  gain  to 
married  taxpayers. 

Average 
gain  to  each 

Incomes  falling  between 

Amount. 

o/o 

couple. 

£ and  £ 

131  500  

501  — 1,000  

1,001  — 2,500  

2 501  — 10,000  

10,001  — 50,000  

Exceeding  50,000  

£ 

7,000,000 

10,000,000 

13,000,000 

9.800.000 

4.800.000 
400,000 

22-2 

28-9 

21-8 

10-7 

0-9 

£ 

6 

50 

102 

272 

900 

1,060 

Total 

45,000,000 

100-0 

***• 

if  the  agf  eg"S 
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that  which  would  be  chargeable  if  the  rate  were  deter- 
mined by  dividing  the  income  by  two:  — 


Aggregate  income. 

Present 
effe  ctive 
rate  of  tax. 

Effective  rate  of 
tax  if  income 
divided  by  two. 

£ 

s.  d. 

250  (earned) 

11 

Nil 

500  „ 

1 8 

1 1 

750  „ 

2 11 

1 5 

1,000  „ 

3 0 

1 10 

1,250  (unearned) 

4 6 

3 4 

1,500  „ 

4 6 

3 9 

2,000  „ 

3 9 

4,000 

6 10 

5 3 

16,000 

7 5 

6 5 

10,000  „ 

8 4 

7 2 

20,000  „ 

9 5 

8 4 

00,000  „ 

10  3 

10  1 

2683.  (27)  So  far  as  concerns  married  persons  (who 
of  course,  constitute  the  great  majority  of  taxpayers), 
the  suggestion  resolves  itself  into  one  for  lessening 
the  burden  of  the  tax,  more  especially  in  the  range  of 
incomes  from,  say,  £750  to  £10,000,  and,  if  regard 
is  paid  to  the  case  of  married  persons  only,  the  ques- 
tion immediately  arises  whether — the  existing  gradua- 
tion having  been  fixed  by  reference  to  the  conditions 
resulting  from  existing  law — the  introduction  of  the 
proposed  change  (if  it  were  introduced)  would  not 
immediately  involve  a compensatory  increase  in  the 
rates  nominally  chargeable  upon  those  incomes  to 
which  the  relief  is  given  in  order  to  recoup  the  great 
loss  of  revenue  (£45,000,000)  whicli  the  proposal 
involves.  This  would  involve  a great  increase  in  the 
charge,  within  the  same  limits  of  total  income,  upon 
the  incomes  of  persons  other  than  married  persons, 
i.e.,  bachelors,  spinsters,  widowers  and  widows.  The 
propriety  of  that  increase  would  then  require  con- 
sideration. 

2684.  (28)  To  put  the  matter  in  another  way,  if  it 
should  be  thought  that  a new  departure  upon  the 
lines  of  this  proposal  is  worth  examination,  it  would 
be  more  profitable  to  consider,  not  whether,  in  order 
to  compute  the  amount  of  tax  chargeable,  the  aggre- 
gate income  of  husband  and  wife  should  be  divided 
by  two  (at  a great  loss  of  revenue  which  would  then 
require  to  be  recouped),  but  whether  (with  some  gain 
to  the  Revenue)  the  income  of  bachelors,  spinsters, 
widowers  and  widows  should  for  the  same  purpose, 
viz.,  the  determination  of  the  rate  of  tax,  statutory 
deductions,  etc.,  he  multiplied  by  two  (or  some  other 
multiplier  which  might  be  held  more  appropriate). 
It  is  suggested  that  this  method  of  approach  brings 
the  question  out  in  its  true  bearings.  It  is  probably 
not  the  real  desire  of  the  persons  who  advocate  this 
change  to  increase  the  charge  on  spinsters  and 
widows,  and  the  propriety  of  increasing  the  charge 
on  bachelors  and  widowers  is  a disputable  question. 

2685.  (29)  It  may  be  replied  that  the  deduction 
to  be  derived  from  the  table  in  paragraph  26  above 
is  a different  one,  viz.,  that  the  present  graduation 
of  the  rate  of  tax  is  too  steep ; that  the  rate  charge- 
able if  the  income  is  halved,  is  the  appropriate  rate 
for  the  whole  incomes  there  set  out,  and  that  as  a 
result  the  loss  of  revenue  resulting  from  the  pro- 
posal ought  to  be  made  good  by  such  a revision  of 
the  rates  as  would  redistribute  the  burden  of  the  tax, 
e.g.,  by  transferring  a larger  share  of  the  total  tax 
to  the  highest  incomes.  If  so,  however,  the  question 
has  ceased  to  be  one  of  a grievance  special  to  married 
persons,  and  has  developed  into  the  entirely  distinct 
general  question  of  the  steepness  of  the  graduation 
of  the  Income  Tax.  Whether  or  not  the  existing 
graduation  of  the  Income  Tax  is  too  steep  is  not  a 
matter  with  which  the  present  evidence  is  concerned. 

2686.  (30)  Another  suggestion  sometimes  made  is 
that  in  ascertaining  the  rate  at  which  an  income 
should  be  charged  to  Income  Tax  the  income  of  a 
whole  household  should  be  aggregated,  but  should 
then  be  divided  by  the  number  of  persons  in  the 
household  who  are  maintained  therefrom,  and  should 
be  taxed  at  the  rate  applicable  to  an  income  equiva- 
lent to  the  amount  so  obtained.  For  example,  a man 
with  an  income  of  £1,000  a year  has  a wife  and  6 


children  whom  he  maintains.  The  household  income 
of  £1,000  is  to  be  divided  by  8 and  treated  as  exempt 
from  Income  Tax,  the  sum  of  £125  being  below  the 
limit  of  exemption,  unless  indeed  the  present  limit 
of  exemption  is  to  be  greatly  lowered  to  counteract 
the  effects  of  the  scheme. 

2687.  (31)  Or,  again,  a man  with  £5,000  a year  has 
a wife,  two  children,  whom  he  maintains,  and  a 
dependent  relative.  The  household  income  of  £5,000 
is  to  be  divided  by  five  and'  charged  to  Income  Tax 
at  the  rate  applicable  to  an  income  of  £1,000,  in  lieu 
of  the  rate  applicable  to  an  income  of  £5,000. 

2688.  (32)  No  such  principle  as  this  can  be  found 
in  operation  in  any  Income  Tax.  It  might,  perhaps, 
be  possible  to  construct  a scheme  on  these  lines  which 
would  not  be  entirely  unreasonable  if  a complete 
rescheming  of  the  present  character  of  the  graduation 
of  the  tax  were  combined  with  the  principle  in  ques- 
tion. But,  until  at  any  rate  there  is  evidence  of  some 
general  desire  for  such  a revolution  in  the  Income 
Tax,  it  scarcely  seems  worth  while  to  pursue  the 
matter. 

2689.  (33)  The  conclusion  of  the  above  argument 
is: — 

(a)  That  for  the  purpose  of  ascertaining  the 
amount  of  tax  payable  there  is  no  case 
whatever  for  treating  the  income  of  hus- 
band and  wife  separately  (as  usually  pro- 
posed), and1  little  or  no  case  for  dividing 
the  joint  income  of  husband  and  wife  by 
two  or  for  computing  the  rate  of  tax  by 
reference  to  the  income  of  the  household 
or  by  reference  to  a sum  arrived  at  by 
dividing  the  income  of  the  household  by 
the  number  of  persons  maintained  there- 
from. 

(5)  That  some  of  the  arguments  used  in  this  con- 
troversy point  to  the  desirability  of  con- 
sidering whether  some  additional  burden 
should  be  placed  on  bachelors,  spinsters, 
widowers  and  widows  (without  in  any  way 
concluding  that  such  a course  ought  to  be 
adopted) . 

(c)  That  the  question  is,  to  some  extent,  inter- 
mixed with  the  distinct  question  of  the 
steepness  of  the  graduation  of  the  tax,  in 
the  sense  that,  once  it  is  established  that 
the  proper  test  of  the  taxable  capacity  of 
married  persons  is  the  aggregate  income  of 
husband  and  wife,  it  may  be  considered  in 
the  light  of  that  fact  that  the  existing 
graduation  is  too  steep. 

2690.  (34)  It  is  not,  however,  suggested  that  the 
present  law  in  relation  to  the  taxable  capacity  of 
married  persons  is  incapable  of  improvement. 

2691.  (35)  There  is  a class  of  case  in  which  a 
genuine  hardship  would  be  created  if  the  main 
principle  of  the  Income  Tax  in  regard  to  the  gradua- 
tion of  the  tax  in  the  case  of  married  persons  were 
applied  without  modification.  That  is  the  case  of 
persons  with  small  incomes  where  the  wife  earns 
part  of  the  income  by  her  own  personal  labour,  and 
where,  as  a result,  the  necessity  to  employ  additional 
domestic  help  may  largely  increase  domestic  expenses. 
This  case  has  already  been  dealt  with  by  legislation, 
now  embodied  (in  section  21  of  the  Income  Tax  Act, 
1918,  which  provides  in  effect  that  where  the  total 
income  of  a husband  and  wife  does  not  exceed  £500 
and  any  part  of  the  income  is  income  earned  by  the 
wife  by  her  own  personal  labour  that  part  may  be 
treated  as  if  it  were  a separate  income. 

2692.  (36)  The  existing  relief  is  the  result  of  en- 
actments passed  in  1894  and  1897,  and  there  may 
under  present-day  conditions  be  something  to  be  said 
for  increasing  the  limit  of  total  income  governing  the 
admissibility  of  this  relief. 

2693.  (37)  Quite  apart  from  this  matter,  however, 
it  is  suggested  that  the  existing  charge  of  Income 
Tax  upon  married  persons  'is  susceptible  of  improve- 
ment in  another  direction. 

2694.  (38)  It  is  a principle  of  the  British  Income 
Tax,  as  of  all,  or  virtually  all,  Income  Taxes,  to 
exempt  from  taxation  a minimum  of  subsistence. 
At  the  present  time  the  exempted  minimum  in  the 
British  tax  iB  £130  in  the  case  of  single  persons,  ana 
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£145  in  the  case  of  married  persons.  Similarly, 
when  the  income  is  in  excess  of  those  limits  (but  not 
in  excess  of  £700)  the  abatement  of  income  allowed 
in  the  case  of  single  persons  is  less  by  £25  than  that 
allowed  to  married  persons:  for  example,  where  the 
total  income  is  £300,  the  allowance  is  £120  for  single 
persons  and  £145  for  married  persons. 

2695.  (39)  Whether  the  figure  of  £130  is  too  high 
or  too  low  as  a minimum  of  subsistence  for  a single 
person  is  a question  upon  which  it  is  not  proposed 
to  express  an  opinion  in  the  present  evidence.  No 
doubt  a good  deal  of  evidence  upon  this  matter  will 
come  before  the  Commission  in  due  course. 

2696.  (40)  But  what  it  is  desired  to  suggest  is  that 
if  £130  is  right  for  the  single  person  £145  is  too  low 
for  married  persons,  and  if  £145  is  right  for  married 
persons  £130  is  too  high  for  single  persons. 

2697.  (41)  To  take  the  matter  one  stage  further, 
the  Income  Tax  grants  a general  exemption  of  £130, 
a “ wife  allowance  ” of  £25,  and  an  allowance  of  £25 
each  for  children  and  dependent  relatives.  These 
allowances  may  be  considered  as  having  some  regard 
to  the  essential  expenses  of  maintenance,  and  they 
take  into  account  in  that  connection  a taxpayer’s 
family  circumstances.  It  is  suggested  that  the  allow- 
ances are  not  suitably  proportioned  to  each  other. 
The  so-called  “ wife  allowance  ” (which  is  enjoyed  by 
a wife  when  she  earns  the  family  income  no  less  than 
by  a husband  when  he  does  so)  might  more  appropri- 
ately be  described  as  the  “ marriage  allowance.” 
The' three  allowances  might,  it  is  suggested,  be  more 
properly  styled  respectively  the  general  allowance  (or 
exemption  limit),  the  marriage  allowance,  and  the 
children  and  dependant  allowance,  and  the  marriage 
allowance — possibly  also  the  children  and  dependant 
allowances — might  be  increased. 

2698.  (42)  The  marriage  allowance  would  presum- 
ably not  be  applicable  in  any  case  in  which  there 
was  a claim  to  treat  income  earned  by  the  wife’s  own 
personal  labour  as  a separate  income  (paragraph  35 
above).  The  small  “wife  allowance”  given  by  the 
existing  law  does,  howevei,  at  present  apply  in  these 
cases. 

2699.  (43)  In  cases  in  which  husband  or  wife  asks 
for  separate  assessment  (see  paragraph  2 above)  these 
allowances  would  fall  to  be  divided  between  them  in 
proportion  to  the  amount  of  their  respective  incomes. 

2700.  (44)  The  cost  to  the  Exchequer  of  the 
adoption  of  such  a scheme  would  depend  on  the  actual 
amounts  of  the  allowances  granted : at  the  moment  I 
am  speaking  not  of  the  actual  amounts,  but  of  their 
relative  proportion  to  each  other.  By  way  of  illus- 
tration, however,  it  may  be  stated  that  the  cost  of 
increasing  the  “ wife  allowance  ” from  £25  to  £50 
would  be  slightly  in  excess  of  £3,000,000  per  annum : 
of  this  total  about  £2,580,000  would  represent  relief 
to  taxpayers  with  incomes  not  exceeding  £500. 
Taking  another  illustration,  if,  while  the  existing 
system  of  tax  remained  otherwise  unmodified,  the 
allowances  were  fixed  at  £120,  £60,  and  £30  re- 
spectively, the  cost  to  the  Exchequer  would  be  some 
£4,900,000  per  annum  which  would  be  distributed 
between  the  different  classes  of  married  taxpayers 
as  follows:  — 

Class  £131— £500  £4,000,000 

,,  £500— £800  £900,000 

It  will  be  observed  that  whereas  the  proposal 
usually  made  is  one  which  chiefly  benefits  the  richer 
(though  not  necessarily  always  the  richest)  taxpayers, 
this  proposal  benefits  the  smaller  married  taxpayer, 
i.e.,  that  class  on  which  the  Income  Tax  burden 
weighs  most  heavily. 

2701.  (45)  If  this  proposal  were  adopted,  all  that  is 
of  substance  behind  the  discussion  which  has  recently 
been  proceeding  would,  it  is  suggested,  have  been 
fully  met. 

[ This  concludes  the  evidence-in-chief.'] 

2702.  Chairman  : We  have  a preof  of  your  evidence ; 
will  you  go  through  it  and  explain  the  main  points 
to  the  Commissioners? — The  more  important  points 
which  are  set  forth  in  the  evidence  I think  are  the 
following.  The  first  point  is  that  spouses,  either 
husbands  or  wives,  ean  be  separately  assessed  if  they 


wish;  it  is  entirely  in  their  own  option;  they  can 
elect,  and  there  is  no  compulsory  assessment  of  the 
husband  on  the  wife’s  income.  That  is  perhaps  an 
important  point. 

i2703.  It  is  a joint  assessment  all  the  same,  is  it  not? 
—No. 

2704.  The  pair  of  them  will  have  to  pay  on  the 
whole? — The  amount  of  tax  will  be  precisely  the  same 
whether  they  elect  to  have  separate  assessments  or 
remain  in  the  ordinary  oourse  on  a joint  assessment. 
The  quantum  of  the  tax  will  not  be  affected ; but  that 
is  not  the  sentimental  point  at  any  rate. 

2705.  Has  the  sentimental  objection  come  before  you 
very  largely? — It  would  not  be  addressed  to  the  De- 
partment. I believe  it  is  exploited  in  the  Press  and 
elsewhere.  The  real  point  at  issue  is  the  amount  of 
tax  to  be  paid  by  married  persons ; not  so  much  who 
should  pay  it ; but  what  the  amount  is  that  has  to  be 
paid.  That  is  developed  in  paragraph  3.  The  ques- 
tion is,  as  the  example  shows,  whether  married  persons 
with  (say)  an  aggregate  income  of  £800  should  pay  at 
the  rate  of  tax  which  is  appropriate  to  an  income  of 
£800,  or  two  amounts  of  tax  each  appropriate  to  an 
income  of  £400.  That  is  what  we  consider  the  gist  of 
the  problem. 

2706.  What  would  be  the  loss  to  the  Revenue  be- 
tween the  two  methods,  the  two  separate  assessments 
of  £400  and  the  combined  assessment  of  £800? — 

I have  not  worked  it  out  on  that  particular  sum,  but, 
taking  earned  incomes,  it  would  be  £800  at  3s.  as 
compared  with  two  sums  of  £400,  less  £120,  that  is 
£560,  at  2s.  3d.,  in  that  particular  example  a differ- 
ence in  tax  of  £57.  The  next  point  is  the  question 
whether  the  Income  Tax  law  as  it  exists  penalizes 
married  people.  It  is  suggested  that  broadly,  at  any 
rate  in  the  great  majority  of  cases,  it  does  not ; it  is 
an  advantage;  because  there  is  the  wife  allowance.  In 
the  case  of  the  great  bulk  of  married  taxpayers  the 
wife  has  either  no  income  alt  all,  or  an  income  which  is 
so  small  that  the  wife  allowance  is  a positive  financial 
gain  to  the  husband ; so  that  he  pays  less  Income  Tax 
after  marriage  than  he  did  before  in  the  great 
majority  of  cases.  That  is  brought  out  in  paragraph  6. 

2707.  He  pays  less  as  a married  man  than  he  did 

before? — Precisely,  where  the  wife  has  no  income  or 
where  her  income  is  very  small.  Then  moving  on  to 
paragraph  Id,  we  consider  what  the  state  of  affairs 
would  be  if  the  incomes  were  separated  in  the  way 
which  is  sometimes,  indeed  generally,  suggested; 
various  anomalies  are  suggested  here.  Three  typical 
households  are  considered.  They  a’re  alike  in  all 
respects,  except  as  to  the  earning  of  the  income.  In 
the  first  case  the  husband  earns  the  whole  of  the 
income,  and  there  is  no  other  income ; in  the  second 
case  the  wife  earns  the  whole  of  the  income,  and  there 
is  no  other  income ; and  in  the  third  case  neither  of 
them  earns  anything,  but  each  has  an  unearned  in- 
oome  of  £200;  so  that  each  household  has  the  same 
total  income.  If  the  proposal  which  is  made  were 
adopted,  the  third  household  would  pay  a great  deal 
less  tax  than  either  of  the  others,  notwithstanding  the 
fact  that  the  income  is  precisely  the  same  in  amount, 
and,  in  the  case  taken,  is  more  secure  in  character, 
because  it  is  income  from  securities.  It  would  be  a 
very  serious  thing  to  entertain  any  proposal  which 
would  produce  that  result.  Then,  if  it  is  suggested 
that  people  would  take  steps  to  avoid  that  by  proceed- 
ing to  their  solicitors  and  getting  the  income  divided 
up,  and  in  other  ways,  then  you  would  get  a serious 
anomaly  again,  that  Income  Tax  would  be  collected 
on  fictitious  amounts.  That  is  developed  in  para- 
graph 12.  _ 

2708.  That  would  open  a way  to  evasion?— Evasion 
in  the  sense  of  avoidance,  using  every  legal  device  to 
secure  what  could  be  obtained.  Then  it  is  pointed  out 
in  paragraph  13  that  even  assuming  there  were  no 
artificial  division  of  existing  incomes,  but  taking  the 
incomes  divided  as  they  are  now  between  husband 
and  wife,  there  would  be  a very  large  loss  of  revenue. 
That  is  estimated  at  20  million  pounds. 

2709.  On  the  actual  cases  that  come  before  you? 
Taking  the  existing  distribution  of  ineomeas  between 
husband  and  wife,  as  it  exists  to-day.  Then  if  the 
incomes  were  separately  assessed  and  charged  at  rates 

I 2 


130 


ROYAL.  COMMISSION  ON  THE  INCOME  TAX. 


4 June,  1919.]  Mr.  0.  G-.  Spry.  [ Continued . 


appropriate  to  the  separate  incomes,  we  should  lose 
20  million  pounds. 

2710.  Mr.  McLintock : May  we  have  that  developed 
a little  more  in  detail — what  these  actual  figures  are 
built  up  upon? — I am  afraid  I have  not  the  workings 
of  that  estimate. 

2711.  Chairman:  Could  you  explain  how  you  have 
arrived  at  that  estimate? — It  is  taking  the  income 
of  the  wife  as  a'  separate  income,  and  then  charging  it 
at  the  rate  appropriate  to  that  income,  and  giving 
abatements  or  exemptions. 

2712.  What  year  was  that  taken  on? — That  would 
be  on  last  year’s  figures,  I think,  certainly  on  the 
current  rates. 

2713.  Mr.  McLintock : I should  like  to  know 
whether  that  is  purely  an  estimate,  or  whether  it  is 
built  up  on  actual  information. 

2714.  Chairman:  It  is  an  estimate,  is  it  not? — It 
is  an  estimate  based  on  sample  figures.  I have  not  the 
sample  figures  with  me. 

2715.  It  is  an  estimate? — Exactly.  Then  in  that 
table  it  is  shown  how  the  gain  would  be  apportioned 
between  various  classes  of  taxpayers ; and  it  emerges 
that  the  great  bulk  of  it  is  distributed  over  the 
married  taxpayers  with  aggregate  incomes  between 
£500  and  £10,000  a year.  Then  in  paragraph  19  and, 
in  connection  with  that,  paragraph  29,  it  is  suggested 
that  the  real  problem  is  one  of  graduation : what  is 
the  proper  rate  of  tax  to  be  charged.  The  paper 
suggests  that  the  income  of  the  husband  should  be 
considered  jointly  with  the  income  of  the  wife  in 
determining  the  quantum  of  tax  to  be  paid,  whether 
it  is  assessed  on  the  wife  and  the  husband,  or  on  the 
husband  only,  and  the  computation  should  be  by 
reference  to  the  rate  of  tax  and  the  allowances  applic- 
able to  total  income.  Then  if  it  is  complained  that 
the  rate  is  too  high,  as  it  may  be,  it  then  becomes  a 
graduation  problem : what  is  the  proper  rate  of  tax 
to  apply  to  a total  income  of  that  magnitude?  That 
would  be  considered,  of  course,  in  connection  with 
graduation  as  a whole.  In  paragraph  23  some  stress 
is  laid  on  the  view  that  taxable  capacity  should  be  the 
criterion  of  the  amount  of  the  Income  Tax  to  be 
charged ; and  in  the  case  of  married  persons  that  does 
not  depend  upon  whether  the  wife  has  income  or  no 
income,  or  upon  the  amount  of  her  income,  hut  upon 
the  total  income  of  the  husband  a'nd  the  wife.  In  the 
ordinary  course  of  affairs  their  taxable  capacity  de- 
pends on  their  total  income.  Then  in  paragraph  38 
and  onwards  to  paragraph  41,  consideration  is  invited 
to  the  quantum  of  the  wife  allowance.  It  is  pointed 
out  there  that  it  is  a principle  of  the  British  Income 
Tax  to  exempt  from  taxation  a certain  minimum  of 
income.  The  present  exemption  allowance  to  the 
individual  is  £130;  there  is  an  allowance  of  £25  for  a 
wife  up  to  the  £800  income  limit;  so  the  effective 
exemption  limit  for  husband  and  wife  is  £145  at 
present.  Now  if  £130  is  the  right  amount  to  exempt 
for  an  individual,  it  is  a question  for  consideration 
whether  £145  is  not  too  small  for  two  individuals,  man 
and  wife.  Again,  following  on  that,  it  is  a question 
whether  the  allowance  for  children  and  dependants  is 
high  enough.  That  again  would  be  considered,  pos- 
sibly in  more  detail,  when  you  come  to  consider 
graduation ; but  if  it  were  considered  desirable  to 
make  a'n  adjustment  of  the  allowance  for  the  wife, 
to  increase  it  to  some  extent  so  as  to  make  the  joint 
allowance  for  husband  and  wife  (which  is  now  £120 
plus  £25,  making  £145)  something  higher  than  £145, 
that  is  to  say,  more  for  the  wife  than  £25,  then  it  is 
suggested  that  would  go  a long  way,  if  not  all  the 
way,  to  meet  the  difficulty. 

2716.  Is  that  your  suggestion? — That  is  put  for- 
ward as  a suggestion  for  consideration.  I should  add 
that  that  would  benefit  taxpayers  with  the  more 
moderate  incomes.  For  example,  if  it  were  kept  at 
the  present  limit,  £800,  it  would  benefit  those  upon 
whom  the  Income  Tax  burden  falls  most  heavily.  It 
might  perhaps  be  considered  necessary  to  carry  it  to 
a higher  limit ; that  would  be  a matter  for  considera- 
tion ; but  it  would  benefit  the  people  with  the  smaller 
incomes.  Those  are  the  more  important  aspects  of 
the  matter. 


2717.  What  do  you  say  from  the  Inland  Revenue 
side  in  answer  to  the  objections  which  they  raise  to 
this  combined  tax? — I am  assuming  that  they  have  no 
objection  to  make  to  the  assessment  of  the  husband 
in  respect  of  the  wife’s  income,  because  that  need  not 
take  place. 

2718.  That  separate  assessment  does  not  occur  very 
frequently,  does  it? — It  is  at  the  option  of  the 
taxpayer. 

2719.  It  has  not  been  suggested  by  any  of  those 
who  come  here  that  this  is  the  main  point  of  objec- 
tion. One  point  of  objection  is  that  combined 
assessment  might  lead  to  people  living  together 
unmarried,  in  order  to  escape  taxation? — I should 
find  it  very  difficult  to  believe  that,  in  the  absence 
of  concrete  ovidenco.  Is  it  seriously  suggested  that 
a man  and  a woman  refrain  from  marrying  because 
of  the  Inoome  Tax  burden? 

2720.  That  has  been  seriously  suggested? — I should 
find  it  difficult  to  believe  that  that  takes  place  on 
any  large  scale. 

2721.  Would  you  suggest  that  if  people  do  live 

together  in  that  way,  they  should  be  taxed  in  a 
similar  manner  as  husband  and  wife?— That  is  the 
theoretical  answer  to  the  present  objection  that  the 
husband  and  wife  pay  more.  Then  one  can  retort: 
“ Well,  make  the  others  pay  more.”  But  you  are 
faced  with  practical  difficulties — what  is  the  criterion 
of  permanence;  how  are  you  to  apply  it;  and  whether 
public  opinion  would  welcome  a tax  of  that  kind. 
It  is  a matter  of  policy,  as  to  which  I can  hardly 
express  an  opinion.  \ 

2722.  Is  there  any  other  point  you  wish  to  place 
before  us  ? — There  is  nothing  I wish  to  develop  beyond 
my  paper. 

2723.  You  will  be  asked  questions  on  your  paper 
by  the  Commissioners,  because  there  are  a great 
many  important  points  in  your  paper  on  which  you 
have  not  spoken  now.  On  those,  you  will  probably  be 
asked  questions  by  my  colleagues? — If  you  please. 

2724.  Mr.  Pretyman : The  whole  purport  of  this 
paper,  I take  it,  is  that  an  increase  in  allowances,  to 
meet  the  increased  cost  of  living,  would  be  more  in 
accordance  with  the  general  principles  of  the  Income 
Tax  as  applied  by  Parliament  now,  rather  than  any- 
thing which  tended  to  be  a fractional  relief  carry- 
ing all  up  the  line : that  anything  in  the  nature  of  a 
fractional  relief  would  give  greater  actual  relief  to 
the  people  at  the  top,  than  it  does  at  the  bottom? — 
This  paper  does  not  suggest  anything  of  that  kind. 

2725.  What  I say  is,  that  is  what  is  proposed.  You 
suggest  that  it  would  be  more  in  accordance  with  the 
present  principles  on  which  Income  Tax  is  imposed 
to  increase  the  allowances  equally  up  to  a certain 
point,  which  would  really  of  course  give  a greater 
proportionate  benefit  to  the  poorer  taxpayers,  rather 
than  to  give  a fractional  relief  where,  the  fraction 
being  the  same,  the  actual  relief  would  increase  as 
you  go  up  the  line? — It  would  not  be  suggested  that 
we  should  give  relief  on  a basis  of,  say,  one-tenth  of 
the  income  for  a wife,  which  would  give  a man  with 
£140  a relief  on  £14  at  2s.  3d.,  and  in  the  case  of  a 
man  with  £800  a year,  would  give  relief  on  £80  at  3s. 

2726.  What  do  you  say  about  dividing  the  tax 
between  husband  and  wife? — The  ordinary  claim,  as 
we  understand,  is  that  the  existing  incomes  should  be 
divided. 

2727.  Take  two  families  each  with  £10,000  a year; 
in  one  case  the  income  all  originally  belonged  to  the 
husband,  and  in  the  other  case  half  belonged  to  the 
husband  and  half  to  the  wife;  the  basis  of  taxation 
on  those  two  households,  if  these  proposals  were 
carried  out,  would  be  very  different? — Exactly. 

2728.  That  is  the  proposal  that  you  are  countering ; 
it  would  be  very  different  indeed? — Quite. 

2729.  It  seems  to  me  it  is  hardly  conceivable  that  a 
man  who  had  £10,000  of  hi3  own,  would  not  transfer  a 
considerable  proportion  of  it  to  his  wife? — We  think 
that  is  most  likely. 

2730.  Is  there  any  means  of  preventing  that? — 
Whether  the  law  could  prevent  that,  I should  be  very 
doubtful.  It  is  assumed  in  this  paper  that  those  steps 
would  be  taken,  and  that  it  would  be  impossible  to 
prevent  them  being  taken. 
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2731.  I cannot  imagine  that  it  would  be  possible  to 
prevent  it.  As  you  suggest  here,  I think  it  would 
not  be  held  to  be  just  at  all  that  one  household  with 
the  same  means  as  another,  should  be  paying  veiy 
much  less  tax,  simply  because  the  income  in  the  one 
case  originated  with  one  partner,  and  in  the  other 
case  partly  belonged  to  both? — I think  it  would  be 
quite  reasonable  to  assume  that  steps  would  be  taken 
to  divide  the  incomes  in  the  way  you  suggest. 

2732.  Mr.  Kerly:  Upon  that,  as  I think  it  may 
raise  further  questions,  may  I put  a question? 

2733.  Mr.  Fretyman:  Please  do. 

2734.  Mr.  Kerly:  Supposing  the  suggestion  that 
the  wife’s  income  should  be  assessed  at  its  own  rate, 
and  the  husband’s  at  its  rate,  were  coupled  with  such 
a proviso  as  this : “ Provided  that  any  income  derived 
by  either  spouse  from  the  other  or  by  way  of  income 
upon  any  gift,  settlement  or  conveyance  (other  than 
for  full  value)  from  the  other  shall  be  included  as 
part  of  the  income  of  the  other  spouse.”  Do  you 
follow  what  I am  suggesting?  It  is  to  prevent 
transfers  from  husband  to  wife,  or  to  make  tne 
transferred  income  part  of  the  income  of  the 
transferor. 

2735.  Mr.  Fretyman:  That  is  a very  important 
question,  because  it  is  a rather  authoritative  sug- 
gestion, coming  from  Mr.  Kerly,  that  it  would  be 
possible  by  legislation  to  meet  that  point ; that  is  to 
say,  that  it  would  be  possible  by  legislation  to  prevent 
a transfer  carrying  with  it  an  exemption.  Still,  would 
not  that  leave  quite  as  big  a sense  of  grievance 
behind  as  there  is  now?— I can  imagine  the  married 
woman  saying:  “ Here  is  income  which  is  mine;  it 
it  had  come  from  my  cousin,  or  my  father,  it  would 
be  treated  as  mine;  but  because  it  comes  from  my 
husband,  it  is  not  treated  as  mine.” 

2736.  Mr  Pretyman:  I think  I must  ask  Mr.  E.er.ly 
a question  Would  that  cover  a marriage  settlement? 

2737.  Mr.  Kerly:  No. 

2738.  Mr.  Pretyman : Then  the  transfer  could  be 
made  before  marriage,  by  a marriage  settlement? 

2739.  Mr.  Kerly:  Yes;  so  it  can  now. 

2740.  Mr.  Pretyman:  But  no  exemption  goes  with 

Hi  now.  . , 

2741.  Mr  Kerly:  Of  course  this  is  merely  a sug- 
gestion of  what  might  be  done;  it  was  not  intended 
co  be  exhaustive;  it  might  be  extended  to  cover 
property  derived  from  a marriage  settlement. 

2742.  Mr.  Pretyman:  It  could  be? 

2743.  Mr.  Kerly : As  a matter  of  drafting,  it  could 

be ; but  when  you  come  to  apply  it,  that  would  be  a 
different  matter.  , 

2744.  Mr.  Pretyman:  I gather  from  your  paper 
that  you  are  of  opinion  that  under  present  circum- 
stances the  allowances  which  are  given  for  a wife 
and  for  children  are  insufficient?— If  £120  or  £130 
exemption  is  right  for  a man  then  £35  is  almost 
certainly  not  enough  for  the  wife.  If  £25  is  enough 
for  the  wife,  then  £120  or  £130  is  too  much  for  the 

m2745  Sir  E.  Nott-Bower:  Apart  from  any  question 
of  avoidance  of  the  tax  by  a transfer  from  husband 
to  wife,  assuming  for  a moment  that  that  could  bo 
prevented  legally,  as  Mr.  Kerly  suggests,  of  course 
your  main  objection  still  remains,  does  it  not,  that  in 
your  view  the  proper  method  of  calculating  the  tax- 
able capacity  of  husband  and  wife  is  by  taking  the 
united  income  of  the  two?-Quite  clearly  so.  It 
touches  the  magnitude  of  the  loss  of  revenue  on  y. 
The  main  argument  is  not  affected  in  theleast,  and 
we  should  still  be  faced  with  a loss  of  £20,000,000. 

2746.  There  is  only  one  question  I want  to  asR  on 
paragraph  38.  You  say  that  it  is  a principle  of  the 
British  Income  Tax  to  exempt  from  taxation  a mini- 
mum of  subsistence.  I wonder  whether  you  con- 
sidered carefully,  when  you  wrote  in  those  words 
“ a minimum  of  subsistence,”  that  the ■ Inc0“e 
exemption  limit  before  the  war  was  £160.  Now  do 
you  suggest  that  that  £160  was  regarded  by  Pailia- 

ment  as  a minimum  of  subsistence  ? Was  tliar  rne 

reason  why  the  exemption  was  put  at  £160?— I should 
say  no  to  that,  at  once.  . . ,, 

'2747  You  do  not  repeat  the  phrase  minimum  oi 
subsistence  ” ? — If  I may  refer  to  paragraph  41,  in 


the  third  line,  I say:  “ These  allowances  may  be  con- 
sidered as  having  some  regard  to  the  essential  ex- 
penses of  maintenance,  and  they  take  into  account 
in  that  connection  a taxpayer’s  family  circum- 
stances.” I should  not  like  the  phrase  “ minimum  of 
subsistence  ” to  be  taken  in  a narrow  sense. 

2748.  You  do  not  insist  on  the  words  “ of  subsis- 
tence ” ? — No. 

2749.  Of  course  for  very  many  years  the  Ircome 
Tax  limit  of  exemption  was  £150.  Those  were  the 
days  when  wages  and  incomes  were  on  a much  smaller 
scale  than  they  are  at  present;  and  I think  it  could 
not  be  seriously  suggested  that  Parliament  regarded 
£150  as  the  minimum  of  subsistence.  I think  the 
view  really  was  that  it  was  very  difficult,  and  indeed 
impossible,  to  reach  the  weekly  wage-earner  by  means 
of  direct  taxation,  and  that  by  far  the  best  and  most 
convenient  way  of  getting  taxation  out  of  the  wage- 
earner  was  by  indirect  taxation.  It  may  not  be  so 
fair  but  it  was  more  convenient;  and  when  the  ex- 
emption limit  was  fixed  at  £150,  it  was  fixed  at  that 
figure  because  it  was  thought  that  the  contribution 
of  the  wage-earners  in  very  small  incomes  might  be 
regarded  as  already  sufficiently  taxed  by  means  of  in- 
direct taxation. 

2750.  Chairman:  You  refer  to  the  point  of  the 
living  wage  raised  this  morning.  I want  Mr.  Brace 
to  hear  that  question.  The  witness  this  morning  was 
speaking  about  the  exemption  limit  as  being  a 
question  of  a living  wage.  Sir  Edmund  Nott-Bower 
puts  to  the  present  witness  the  question  whether 
that  was  really  in  the  mind  of  Parliament.  Was  it 
a question  of  the  living  wage  or  minimum  of  sub- 
sistence, and  he  says  no. — Certainly  not,  as  Su 
Edmund  Nott-Bower  suggests;  but  there  have  been 
the  recent  allowances  which  have  more  regard  to 
those  points.  I do  not  suggest  for  a moment  there 
has  been  a scientific  investigation  or  approximation 
to  what  might  be  exactly  called  a minimum  of  sub- 
sistence. „ „ 

2751  Sir  E.  Nott-Bower:  One  of  your  suggestions, 
in  paragraph  44,  is  that  the  allowance  for  a wife 
should  he  £60.  Now  that  is  a much  more  appropriate 
Seure  to  name  as  a minimum  of  subsistence.  At 
pfesent  high  prices,  would  you  think  £150  is  a,  reason- 
able minimum  of  subsistence  for  a bachelor  or 
spinster  by  themselves? — I am  not  in  a 
offer  evidence  upon  that.  I would  rather  no fc ; indeed, 

I am  not  prepared  to.  That  is  part  of  the  gradua- 
tion problem.  This  is  taken  by  way  of  illustration 
If  £120  or  £130  is  right,  then  £25  is  not  ngM,  if 
£25  is  right,  then  £120  or  £130  is  not  right.  What 
both  or  either  should  be  is  not  dealt  with  in  this 

pa2752.  let  us  assume  for  a moment  that  with  the 
present  high  prices  £130  is  a reasonable  mimmum 
nf  subsistence  for  a bachelor  or  spinster.  I hen  do 
you  tS  it  might  be  said  that  £60  is  a reasonable 

rf  £120n^u7£6l  ■ ^taUsTlSOP^The1 Mea 

p «53  Understand  you  do  not  want  to  be  bound  to 

T02754flgWhSa?ryNou  mean  is  that  if  you  take  the 

2754-  wnan  3™  f bachelor  or  spinster, 

minimum  of  minimum  „f  subsistence  of 

ICtlo  Cth=r  wiuld  not  be  fa,  but  something  less? 

2755.  Sir  W.  Tronic r:  In  paragraph  13  you  refer 

to  Death  Duties?— Yes.  R1Mcession  and  Estate 

2756.  Do  you  consider  that  Sno^nona 

Duties  are  essentially  b d p^  j thi„k  by 

of  the  Income  Tax?  It  has  » > a Estate 

2757.  Assuming  that  the  P»“CJP  6 rpose  oi 

raS^^MmTwero  carried  4,  effect. 
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would  it  not  logically  involve  an  entire  alteration 
of  the  Death  Duties,  so  that  they  would  pay  taxation 
on  succeeding  to  one  another,  and  therefore  that 
there  would  be  a large  consequential  increase  instead 
of  loss  in  Estate  Duty? — That  the  Estate  Duty  would 
gain  by  the  separation,  do  you  mean? 

2758.  Yes.  If  they  were  treated  as  separate  entities 
and  Death  Duties  followed  on  the  death  of  either 
spouse.  You  are  dealing  with  the  law  as  it  exists 
now.  The  point  of  my  question  to  you  is:  does  it 
not  necessarily  follow  that  in  the  event  of  any  altera- 
tion of  the  existing  law  one  would  be  led  to  say  that 
if  married  persons  were  separated  for  one  purpose 
they  should  be  separated  for  all  purposes,  in  which 
case  Death  Duties  would  bo  payable,  as  they  are  not 
now,  by  the  surviving  spouse  on  the  death  of  the 
other? — I am  afraid  I cannot  answer  that  question. 

2759.  May  I explain?  If  a life  interest  is  given 
by  a marriage  settlement  to  a husband  and  wife  in 
succession,  one  duty  is  paid  on  the  falling  in  of  the 
first  life  and  no  duty  is  paid  on  the  falling  in  of  the 
second  life.  I put  it  to  you  that  it  would  not 
necessarily  follow  that  there  would  be  a consequen- 
tial loss  of  Estate  Duty? — The  laws  remaining  as  they 
are  at  present  ? 

2760.  If  the  laws  remained  as  they  are,  I agree. 
But  it  is  inconceivable  that  the  law  as  to  Death 
Duties  would  remain  as  it  is,  if,  for  Income  Tax 
purposes,  their  properties  were  treated  as  separate 
properties? — I am  afraid  I have  not  considered  what 
the  effect  would  be. 

2761.  I wanted  to  call  your  attention  to  that  point. 
--The  point  involved  here  in  the  mention  of  Estate 
Duty  is,  of  course,  that  the  estates  would  be  smaller, 
and  obviously  the  yield  of  Estate  Duty  would  be  less 
because  the  rates  would  be  less;  that  is  assuming  the 
law  as  it  stands. 

2762.  Then  may  I go  to  paragraph  23.  Will  you 
explain  exactly  what  you  mean  by  a taxable  entity? 
May  I suggest  that  the  relationship  of  husband  and 
wife  is  partly  contractual  and  is  partly  a status.  Is 
that  what  you  mean?  Married  status  imposes  obli- 
gation upon  them  both  with  regard  to  each  other  and 
with  regard  to  children,  and  to  that  extent  their 
lives  are  united  beyond  the  contractual  relationship. 
Is  that  what  you  mean  by  a taxable  entity,  or  do  you 
mean  they  are  similar,  or  have  an  analogy,  to  a 
corporation? — No,  it  is  not  so  much  that.  The 
phrase  is  intended  to  suggest  the  idea  of  the  general 
circumstances  of  husband  and  wife  as  they  are,  under 
contractual  relations;  they  live  together,  they  have 
quite  often  a common  purse,  there  are  common  do- 
mestic expenses,  and  the  capacity  to  pay  depends 
upon  the  total  amount  available  for  those  common 
expenses. 

2763.  There  is  a contractual  relationship  effected  by 
the  law  which  compels  them  to  a certain  extent  to  live 
together,  and  which  compels  them  to  maintain  them- 
selves and  their  children;  they  are  a body  similar  in 
some  respects  to  a corporation? — The  idea  of  a 
corporation  was  not  present  to  my  mind.  It  has 
perhaps  some  analogy. 

2764.  If  a brother  and  sister  were  to  live  together 
and  to  enter  into  a similar  contract  would  you  unite 
their  incomes  in  the  same  way? — There  is  no  such 
thing. 

2765.  There  is  no  such  fact,  hut  it  might  be 
possible? — There  is  not  the  same  position. 

2766.  Therefore  it  must  depend  upon  the  status  and 
contractual  relations  of  the  parties  ?— Yes,  a per- 
manent thing. 

276/ . Have  you  any  statistics  to  show  how  many 
women  there  are  whose  husbands’  incomes  are  united 
to  theirs?— I have  some  approximate  figures  which  I 
think  might  assist.  These  relate  to  married  tax- 
payers with  a total  income  not  exceeding  £800  a year. 
We  have  a total  here  of  3,297,000  married  taxpayers. 

2768.  That  is  an  answer  to  my  question? The 

women,  I am  talking  about. 

2769.  There  is  a wife  in  each  case? — Yes. 

2770.  Sir  E.  Nott-Bower : In  all  those  cases  have 

the  married  women  a separate  income? It  is  esti- 

mated that  of  this  total,  in  2,800,000  cases  roughly, 
the  wife  has  no  income  at  all. 

2771.  Sir  W.  Trower : I think  that  answers  my  next 
question : that  the  men  are  in  a far  greater  degree 


affected  than  the  women  by  the  question? — Yes, 
because  if  the  marriage  allowance  were  taken  away 
there  are  2,800,000  unfortunate  men  who  would  not 
get  any  allowance  for  a wife. 

2772.  Mr.  Hill:  Is  it  quite  clear  that  a husband 
and  wife  can  be  assessed  separately? — The  law  is 
very  clear  on  that,  and  we  tell  them  so  on  all  the 
Income  Tax  forms. 

2773.  Anybody  can  be  assessed  separately  if  they 
wish,  at  present? — Yes. 

2774.  Mrs.  Knowles:  Yes,  I am  assessed  separately. 
—It  is  well  known,  I think. 

2775.  I have  been  for  two  or  three  years. — There 
is  no  trouble  about  it. 

2776.  None  whatever  except  that  1 make  my  hus- 
band do  it. 

2777.  Chairman:  You  have  to  pay  the  full  amount 
although  you  are  assessed  separately? 

2778.  Mrs.  Knowles:  I pay  the  full  amount,  but  I 
am  assessed  separately  and  get  my  abatements  back 
separately. 

2779.  Chairman:  Earned  income? 

2780.  Mrs.  Knowles:  Yes.  I fill  up  three  forms. 

Of  course  I refer  them  to  the  other  one  in  each  case 

Yes. 

2781.  In  paragraph  35  you  refer  to  “ Where  the 
wife  earns  part  of  the  income  by  her  own  personal 
labour.”  As  far  as  I read  the  Act,  it  is  where  the 
woman  earns  money  in  some  occupation  distinct  from 
her  husband? — That  is  the  interpretation  generally 
put  upon  it;  that  is  the  general  interpretation. 
When  this  was  introduced,  as  you  possibly  are  aware, 
it  was  introduced  to  meet  the  case  of  school  teachers. 
Grievances  were  put  forward  in  this  way : Two 
teachers,  a bachelor  and  a spinster,  earning  £150  a 
year  each,  in  those  days  were  not  liable,  but  when 
they  married  they  became  liable,  while  continuing 
their  employment.  Then  there  was  the  need  of  a 
domestic  servant  or  some  equivalent  in  the  home,  and 
this  allowance  was  brought  in.  It  has  been  modified 
form  time  to  time. 

2782.  Then,  of  course,  there  is  no  difference  made 
in  the  case  of  the  small  shopkeeper  whose  wife  helps 
in  the  business,  because  she  cannot  be  proved  to  be 
earning  anything? — The  general  practice,  I believe,  is 
to  regard  those  cases  as  not  within  the  terms  of  the 
section ; but  as  a matter  of  fact  the  interpretation  of 
that  section  is  under  consideration  at  Somerset  House 
with  a view  to  considering  whether,  if  a bona  fide 
money  salary  is  paid  for  bona  fide  services,  it  would 
be  possible  to  bring  such  a case  within  the  terms  of 
the  section. 

2783.  There  are  quite  common  cases  where  a hus- 
band and  wife  run  a laundry,  for  instance.  The  man 
does  the  delivery  and  the  woman  sees  to  .the  washing  ? 
— Yes. 

2784.  And  yet  they  have  no  exemption  in  those 
cases?— -That  would  be  so  in  practice.  I do  not 
know,  in  the  case  taken,  whether  you  mean  it  is  the 
business  of  the  husband  or  the  business  of  the  wife. 

2785.  Either  way ; she  contributes  by  doing  work 
which  would  otherwise  have  to  be  paid  for?— Yes. 

2786.  Then  you  do  consider  that  there  should  be 
some  modification  of  that  in  the  case  of  earned 
in co fl:e ? It  is  suggested  that  under  present  day 
conditions,  the  £500  limit  might  be  revised  upwards ; 

I do  not  pin  myself  down  to  any  suggestion  of  the 
figure,  but  where  the  total  income  is  something  above 
£500  it  is  suggested  for  consideration  whether  the 
same  principle  which  obtains  when  the  limit  is,  as 
now,  £500,  should  not  obtain  in  the  case  of  an 
increased  total  figure. 

2787.  Then  you  think  that  some  arrangement  could 
be  made  by  which  you  could  estimate  the  unpaid 
services  of  the  wife?— No,  I should  not  suggest  that. 

2788.  That  is  the  point? — I should  not  suggest 
estimating  unpaid  services.  I think  it  should  be  a 
case  (I  am  thinking  aloud  at  the  moment)  of  a 
definite  money  payment.  It  would  be  very  difficult. 

2789.  When  the  husband  and  wife  run  a business 
together  you  could  not  make  any  exemption  at  all 
for  her  earned  income?— If  the  wife  owns  the  business 
and  pays  the  husband  a salary  it  is  quite  clear,  the 
law  does  not  at  present  allow  it  to  be  treated  as  a 
separate  income;  it  has  to  be  treated  as  the  wife’s 
income  for  the  purpose  of  this  relieving  section ; it  is 
all  treated  as  the  wife’s  profit. 
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2790.  Mr.  Walker  Clark : Might  I put  a point  of 
law  bearing  on  that?  Where  a wife  and  husband  are 
joint  partners  in  business  with  a third  person,  their 
incomes  are  treated  at  present  as  one,  although  they 
may  bo  managing  quite  a separate  part  of  the  busi- 
ness independently  of  each  other? — As  the  law  stands 
that  would  be  treated  as  one  income. 

2791.  Although  they  are  both  actual  working  part- 
ners, and  save  perhaps  £10  a week  to  the  joint  part- 
nership, still  they  must  be  assessed  as  one  income? — 
The  profits  of  the  husband  are  not  unconnected  with 
the  profits  of  the  wife  there. 

2792.  But  the  labour  of  the  wife  is  not  taken  into 
consideration.  That  is  the  point,  I think,  which 
Mrs.  Knowles  is  making? — In  the  case  now  suggested 
the  wife  is  a partner? 

2793.  Yes,  an  actual  working  partner,  managing 
part  of  the  business  quite  independent  of  the  husband. 
— All  partners’  salaries  are  regarded  as  profits.  A 
man  may  do  what  he  likes  with  his  own,  but  for 
Income  Tax  purposes  he  cannot  pay  himself  a salary. 

2794.  Mrs.  Knowles : I understand  one  of  the  great 
grievances  of  husband  and  wife  is  that  when  they  are 
lumped  together  they  come  under  a very  much  higher 
rate  for  Income  Tax  payment? — Yes. 

2795.  Could  not  that  be  got  over  by  closer  gradua- 
tion, for  instance?  Supposing  the  income  of  my 
husband  and  myself  came  to  over  £500,  whereas 
separately  it  would  not,  that  makes  a very  great 
difference  in  the  income.  Could  not  that  be  got  over 
by  some  sort  of  arrangement? — Unless  you  abandon 
the  principle  of  aggregating  income  it  would  still 
carry  whatever  rate  of  tax  was  appropriate  to  the 
total  income.  Then  we  are  thrown  back,  as  I sug- 
gested at  an  earlier  stage,  to  the  point  that  the 
problem  is  a problem  of  graduation ; what  is  the 
proper  rate  on  a total  income  of  £2,000  of  the  hus- 
band, the  wife  having  none ; or  of  the  wife,  the 
husband  having  none;  or  in  the  case  of  their  having 
£1,000  each.  Whether  the  present  rate  of  tax  on 
£2,000  is  too  high  is  a matter  for  consideration  when 
graduation  is  concerned;  it  is  not  a husband  and 
wife  problem. 

2796.  Would  it  not  be  possible  to  have  two  sets  of 
graduation,  one  where  it  is  a joint  income,  where 
the  hardship  is  greater,  and  one  where  it  is  a single 
income?  You  think  it  woidd  be  difficult  to  work? — 
The  whole  view  is  that  there  is  no  ground  for  a 
different  rate  except  in  so  far  as  you  give  a wife 
allowance.  There  is  no  ground  for  diminishing  the 
rate  of  tax  in  the  husband  and  wife  case. 

2797.  You  could  not  run  two  scales  of  graduation, 
one  for  married  people  and  one  for  single? — That 
would  be  giving  away  the  whole  principle. 

2798.  The  point  seems  to  me  that  in  equity,  mar- 
ried people  might  be  allowed  an  easier  time  when  their 
incomes  are  lumped  together,  one  scale  of  graduation 
for  married  people  and  one  scale  of  graduation  for 
single  people.  You  want  to  do  it  by  taking  it  off 
at  the  bottom  for  everybody? — Not  quite.  The  sug- 
gestion is  that  when  you  come  to  the  married  people 
there  should  be,  up  to  certain  limits  of  income,  what 
is  called  a wife  allowance — what  would  be  more  aptly 
called  a marriago  allowance,  taken  into  account  in 
that  way ; at  present  it  is  a very  small  amount,  £25. 

2799.  £25  is  no  good  for  the  middle  classes;  it 
would  not  count? — There  might  be  a difficulty  in 
suggesting  a higher  rate  of  allowance  the  higher  the 
scale  goes.  I do  not  think  that  would  be  very 
popular. 

2800.  You  say  a man  gains  by  being  married;  I do 
not  mean  in  comfort,  but  he  gains  in  regard  to  Income 
Tax? — Yes. 

2801 . Then  you  say  if  they  were  separated  the 
Government  would  lose  twenty  million  pounds.  How 
does  he  gain  if  it  would  cost  the  Government  twenty 
million  pounds  to  make  the  suggested  alteration? 
Somebody  is  paying  that  twenty  million  pounds  some- 
where?— The  man  who  gains  is  the  man  who  has  a 
wife  and  whose  wife  has  either  no  income  at  all  or  a 
very  small  income. 

2802.  Again,  it  is  only  for  the  small  man ; not  for 
everybody.  The  twenty  millions  is  paid  by  men  higher 
up? — The  twenty  millions  would  be  lost  as  is  shown 
in  the  scale  in  paragraph  15 ; it  would  be  spread  over 
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the  various  classes  according  to  the  estimated  figures 
shown  there.  The  biggest  individual  relief  would  go 
to  the  biggest  incomes.  When  you  get  over  £50,000  a 
year  the  average  gain  to  each  married  couple  would 
be  £1,000. 

2803.  Mr.  Walker  Clark : You  suggest  increased 
allowances  for  wife  and  child  in  your  suggestions? — 
Yes. 

2804.  If  you  brought  those  into  force  you  would 
suggest  a reduction  of  the  limit  of  exemption? — I am 
not  prepared  to  give  any  evidence  as  to  the  quantum 
of  the  exemption.  That  will  come  up  before  the 
Commission  when  graduation  is  considered. 

2805.  You  are  not  now  prepared  to  give  evidence 
on  that? — I am  not  prepared  to  give  evidence  as  to 
what  would  be  the  proper  figure  for  the  exemption. 

2806.  In  respect  of  graduation,  which  is  a great 
point  in  yoUr  evidence,  do  you  suggest  that  there 
should  be  graduation  in  the  rate  of  abatement? — I 
am  sorry,  but  perhaps  I have  not  made  myself  clear.  I 
am  not  giving  evidence  here  as  to  what  the  graduation 
should  be ; but  we  say  that  this  is  part  of  the  gradua- 
tion question. 

2807.  You  put  it  on  the  rate? — There  again  I am 
sorry  I cannot  anticipate  the  official  evidence  in 
regard  to  graduation,  which  is  coming  before  the 
Commission  later. 

2808.  For  the  present  you  merely  make  a tem- 
porary suggestion  of  abatement? — Yes,  at  any  rate 
the  ratio. 

2809.  Mr.  Armitag  e-Smitli : In  your  evidence  you 
used  the  phrase:  “Those  upon  whom  Income  Tax 
falls  most  heavily.”  How  do  you  arrive  at  your 
judgment  as  to  the  class  upon  whom  Income  Tax  falls 
most  heavily? — The  classes  upon  which  the  Income 
Tax,  it  is  suggested,  falls  most  heavily  are  the  classes 
with  the  poorer  incomes,  who,  having  paid  their 
Income  Tax  have  much  less  income  left  than  is  the 
case  of  classes  with  the  higher  incomes. 

2810.  In  other  words,  you  look  to  the  residual  in- 
come after  the  payment  of  the  tax? — There  is  that 
idea  in  it,  certainly. 

2811.  You  do  not  look  to  the  portion  of  income  paid 
away  in  Income  Tax? — No,  the  suggestion  is  that  the 
Income  Tax  is  a heavier  burden  on  the  small  income. 

2812.  Then  your  phrase  means  nothing  more  than 
the  person  with  an  income  smaller  than  the  others? — 
It  means  this:  that  it  gives  the  benefit  to  the  poorer 
taxpayers. 

2813.  Will  you  be  good  enough  to  tell  me  what  is 
the  present  legal  position  of  income  derived  from  a 
marriage  settlement  when  two  spouses  both  have 
separate  incomes  and  there  is  income  derived  from  a 
marriage  settlement-  and  they  have  demanded  to  be 
assessed  separately? — I should  like  to  know  the  terms 
of  the  settlement : who  can  enforce  the  settlement 
and  demand  payment  to  him  or  to  her  of  the  income 
arising  under  the  trust? 

2814.  Assume  that  the  two  spouses  each  have  £500 
a year  income  of  their  own,  and  enjoy  in  common 
£500  from  a marriage  settlement,  and  let  us  suppose 
that  they  demand  to  be  assessed  separately ; how  does 
the  Income  Tax  authority  divide  the  income  derived 
from  the  marriage  settlement? — I cannot  answer  that 
without  knowing  the  terms  of  the  settlement.  If  one 
has  the  right  to  receive  the  income  then  it  would 
belong  to  that  one;  if  the  other  has  the  right  then 
it  would  belong  to  that  other,  and  if  they  had  equal 
rights  I take  it  that  it  would  be  like  a property  in 
common;  it  would  be  half  each. 

2815.  .Divide  by  two? — In  the  absence  of  an  indi- 
vidual right  to  the  whole. 

2816.  In  paragraph  15  the  last  words  are:  “ If  the 
wife  allowance  were  withdrawn,  the  figure  of  twenty 
million  pounds  would  be  correspondingly  modified.” 
What  does  the  word  “ correspondingly  ” mean? — It 
means  this:  it  is  suggested  that  the  present  wife 
allowance  costs  a certain  amount. 

2817.  How  much? — I think  it  is  about  3^  millions. 

2818.  Do  you  mean  that  -if  the  wife  allowance  were 
withdrawn  the  20  million  pounds  would  be  I65 
million? — No,  I do  not  mean  that  quite. 

2819.  I am  trying  to  arrive  at  what  you  do  mean? — 
It  would  be  a bit  less;  roughly  in  the  region  of  three 
millions. 
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2820.  Why  would  it  be  less? — Because  there  are 
some  people  who  could  not  get  the  whole  of  the  wife 
allowance.  A man  with  an  income  of,  say,  £140  and 
having  a wife,  gets  an  abatement  of  £120,  and  the 
wife  allowance  is  £25,  but  he  can  only  use  up  £20 
of  that. 

2821.  In  paragraph  32  you  appear  to  dismiss  sum- 
marily the  suggestion  that  we  should  have  regard,  in 
imposing  taxation,  to  the  charges  which  fall  upon  the 
family  fund.  In  paragraph  31  you  say:  “ A man 
with  £5,000  a year  has  a wife,  two  children  whom  he 
maintains,  and  a dependent  relative.  The  household 
income  of  £5,000  is  to  be  divided  by  five  and  charged 
to  Income  Tax  at  the  rate  applicable  to  an  income  of 
£1,000,  in  lieu  of  the  rate  applicable  to  an  income  of 
£5,000.”  In  the  next  paragraph  you  seem  to  dismiss 
that  suggestion  somewhat  summarily.  Do  you  think 
it  is  altogether  unreasonable  that  the  Government 
should  have  regard  to  the  charges  which  fall  upon  the 
family  fund? — Charges  in  the  sense  of  domestic 
expenditure? 

2822.  A wife  and  several  children? — The  Income 
Tax  law  has  very  careful  regard  to  that,  up  to  a 
certain  limit  of  income;  beyond  that  certain  limit,  at 
any  rate,  a point  may  be  reached — I do  not  say 
necessarily  that  it  is  £800  or  £1,000,  or  any  other 
particular  figure — but  a point  may  be  reached  at 
which  the  Government  may  utterly  disregard  the 
question  of  a man’s  expenditure  in  connection  with 
his  wife  and  children.  A man  with  £50,000  a year, 
for  instance,  they  could  utterly  disregard. 

2823.  They  utterly  disregard  him  for  most  pur- 
poses?— Except  for  collecting  his  taxes. 

2824.  Take  the  majority.  Why  should  the  relief 
with  regard  to  the  charges  on  a family  fund  cease  as 
an  arbitrary  figure  at,  say,  £800  a year? — Some  limit 
would  be  necessary. 

2825.  Why? — Because  when  you  reach  the  higher 
limits,  it  makes  very  little  difference. 

2326.  What  is  your  principle?:  that  you  should  tax 
a man  more  who  has  a wife  and  a numerous  family, 
than  a bachelor  with  no  responsibilities,  enjoying  the 
same  income  ? — I do  not  think  we  tax  him  more, 
do  we? 

2827.  If  he  exceeds  £800  a year  you  refuse  to  have 
any  regard  to  his  circumstances.  The  point  I wish  to 
put  to  you  is  this.  If  you  aggregate  income,  as  you 
do  here,  for  the  purposes  of  ta'xation,  ought  you  not 
to  have  regard  to  the  charges  which  fall  on  the  family 
fund— domestic  charges? — Up  to  a certain  limit  of 
income. 

2828.  Where  do  you  draw  your  limit  with  regard 
to  principle?  You  can  suggest  any  arbitrary  figure, 
and  you  do  at  present.  But  is  there  any  principle 
that  you  can  get  at?— That  the  Income  Tax  is  not  so 
grievous  a burden  when  you  get  to  the  higher  rates 
of  income;  a man  may  still  maintain  his  wife  and 
family,  and  have  plenty  to  pay  his  Income  Tax,  and 
possibly  something  over  for  saving  or  anything  else. 
But  with  the  smaller  incomes  the  Income  Tax  is  a 
very  heavy  burden,  and  therefore  that  burden  is 

diminished — the  amount  of  tax  is  lowered to  those 

small  incomes  by  the  allowances.  TVhen  we  give  allow- 
ances in  respect  of  wife  and  children,  in  effect  we 
reduce  the  effective  rate  of  the  tax.  It  is  the  same  as 
saying  that  for  a married  man  with  a wife  and 
children,  and  an  income  not  exceeding  £800  a year, 
the  amount  of  tax  shall  be  x shillings  in  the  £. 

2829.  Do  you  think  it  is  reasonable  to  tax  the 
bachelor  and  a married  man  who  has  children,  on  the 
same  income? — It  depends  on  the  circumstances  of  the 
bachelor. 

2830.  Surely  the  only  circumstance  which  concerns 
his  income? — He  might  have  dependants. 

2331.  Excluding  for  the  moment  the  question  of 
dependent  relatives,  is  it  reasonable  to  tax  a man  who 
has  no  responsibilities  of  a domestic  kind,  and  an 
income  of  £1,000  a year,  at  the  same  rate  as  a man 
with  that  income  who  has  a widowed  mother  and  a 
wife  and  five  children?— It  is  possible  to  say,  and 
indeed  it  has  often  been  urged,  that  a tax  should  be 
imposed  upon  the  bachelor. 

2832.  I am  asking  you  first  of  all  whether  you 
consider  it  reasonable  that  those  two  individuals 


should  be  taxed  alike? — That  is  the  rich  bachelor  and 
the  rich  married  man  with  a family? 

2833.  At  first  sight  it  appears  that  the  bachelor 
ought  to  pay  more;  that  he  is  able  to  pay  more,  if 
we  do  not  know  anything  about  his  circumstances? — 
Certainly  it  would  appear  that  he  is  able  to  pay 
more,  and  it  is  suggested  here  that  it  might  be  a 
matter  for  consideration  whether  a specific  tax  should 
be  imposed  upon  unmarried  persons.  That  is  a matter 
which  may  or  may  not  be  worth  considering. 

2834.  1 rather  think  1 have  got  you  to  admit  that 
it  is  not  altogther  prima'  facie  reasonable  to  tax  these 
two  individuals  alike? — That  is  so;  there  is  ground  for 
saying  that  the  bachelor  can  pay  more. 

2835.  And  ought  to  pa'y  more? — There  is  ground  for 
suggesting  that  he  ought  to  pay  more ; whether  there 
is  a practical  means  of  tax  collection  that  makes  it 
worth  attempting  to  get  it,  is  a matter  for  more 
detailed  consideration. 

2836.  W hat  are  the  administrative  difficulties  in 
taxing  bachelors,  using  the  term  “ bachelor  ” to  in- 
clude spinster,  a person  witliout  domestic  responsi- 
bility?— The  question  is  whether  they  should  be  taxed 
irrespective  of  their  conditions. 

2837.  Mr.  Marks : Is  not  one  difficulty  that  they 
could  change  their  residence  so  quickly? — That  might 
be  a point;  they  al-e  mobile.  But  the  question  is 
whether  there  is  to  be  a tax  on  spinsters,  on  widows, 
and  on  widowers,  as  well  as  on  bachelors,  at  a higher 
rate,  because  they  are  spinsters,  widows,  widowers  or 
bachelors.  If  so,  it  might  not  be  very  difficult.  It  is 
not  a very  difficult  thing  to  get  a person  to  declare 
wnetner  she  is  a widow  or  a spinster,  and  so  on ; but 
if  you  are  going  to  have  regard  to  the  circumstances  of 
the  bachelor,  whether  he  is  a young  man  of  20  saving 
with  a view  to  getting  married,  whether  he  is  a man 
who  had  better,  for  various  reasons,  remain  un- 
married, whether  he  is  a man  who  is  maintaining 
his  mother  and  younger  brothers  and  sisters:  if  you 
are  going  to  import  considerations  of  that  kind,  which 
perhaps  ought  to  be  done,  it  would  add  greatly  to  the 
complexities  of  the  Income  Tax  and  would  take  away 
the  value  of  the  tax  which  is  imposed,  and  you  would 
be  left  with  a tax  on  a small  number  of  bachelors, 
which  would  not  be  very  large. 

2838.  Mr.  Armitag  e-Smith : At  any  rate,  you  admit 
that  your  figure  of  £800  is  perfectly  arbitrary,  and  is 
not  related  to  any  principle? — It  is  related  to  a 
principle. 

2839.  What  is  the  principle? — The  ability  to  pay. 
Of  two  men,  each  having  a wife  and  x children,  the 
man  with  an  income  over  £800  a year  is  more  able  to 
pay  than  a man  with  an  income  under  £800  a'  year. 
Then  comes  my  suggestion  of  ability  to  pay. 

2840.  In  your  opinion  the  reasonableness  of  having 
regard  to  the  charges  on  the  family  fund,  ends  at  an 
income  of  £800  a year  ? — The  law  fixes  it  at  that  at 
the  moment;  it  is  a question  for  consideration  in 
graduation,  which  will  come  before  you  later,  whether 
that  limit  should  be  raised,  and  if  so,  how  fa'r  and 
under  what  conditions. 

2841.  Your  answer  is  that  it  should  be  considered 
when  we  are  considering  graduation? — I really  do 
suggest  it  is  a graduation  problem. 

2842.  Mr.  Birley : You  estimate  the  loss  to  Revenue 
at  £20,000,000  if  the  present  demand  for  separate 
assessments  is  agreed  to  ? — That  is  so. 

2843.  The  greater  part  of  that  loss,  I take  it,  would 
be  on  unearned  income? — Yes.  I should  say  so.  I 
have  not  the  details  here,  but  the  wife’s  income  is 
quite  often  unearned  income. 

2844.  Where  the  bigger  incomes  are  concerned,  1 
suppose  the  wife’s  income  would  be  unearned? — it 
would  be  mainly  unea'rned  in  the  bigger  incomes. 

2845.  Suppose  two  men  both  do  the  same  work,  and 
each  of  them  is  earning  £500  a year ; one  man  is 
unmarried,  and  the  other  is  married,  and  has  a wife 
who  earns  £200  a year.  The  net  income  for  his  labour 
of  the  married  man  is  less  than  of  the  unmarried  man, 
because  his  wife  works;  that  is  so,  is  it  not? — I am 
afraid  I have  not  quite  followed  that. 

2846.  Two  men  are  doing  the  same  work,  and  each 
is  getting  £500  a year.  One  is  unmarried,  and  the 
other  is  married,  with  a wife  earning  £200  a year. 
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The  net  income  that  is  left  to  the  married  man  as  less 
than  the  income  of  the  unmarried  man,  because  he  has 
a wife  who  works?— The  net  income  that  is  left  to 

^ 2847.  That  is  left  after  he  has  paid  the  tax.  For 
that  same  work  the  married  man  receives  actually 
less? Treating  the  Income  Tax  as  a deduction? 

2848.  Yes? — Yes,  that  would  be  so. 

2849.  Then  would  it  not  be  a fair  thing  to  deal 
separately  with  all  earned  income,  but  that  where  the 
option  is  taken  to  deal  with  it  separately  the  wife 
allowance  should  be  dropped?— At  present  it  is 
allowed.  It  is  a very  small  thing.  The  law  allows  it 
as  it  at  present  stands',  as  is  pointed  out,  I think,  in 
the  paper.  You  will  see  in  the  paper  itself  the  sug- 
gestion is  made  whether  there  should  be  some  extension 
of  the  total  income  limit  in  giving  relief  where  the 
wife  earns  a separate  income. 

2850.  Could  you  not  apply  it  to  earned  income?— 
This  is  applied  to  earned  income  only. 

2851.  That  both  the  husband’s  and  the  wife’s  earned 

income  should  be  dealt  with  as  if  they  were  not 
married;  and  in  that  case  the  man  would  not  get 
the  wife  allowance?— In  your  illustration  the  whole 
thing  would  be  met  if  the  present  limit  of  £500  were 
increased  to  £700.  . , 

2852.  Would  that  deal  differently  with  earned 
income  as  against  unearned  income? — In  that  case 
the  wife’s  earned  income  would  be  treated  as  a 
separate  income,  and  there  would  be  two  abatements, 
the  one  appropriate  to  the  husband’s  income  of  £500 
as  if  it  were  an  income  by  itself,  and  the  other  to  the 
wife’s  income  of  £200  as  if  that  were  an  income  by 
itself. 

2853.  Do  you  think  that  would  he  covered  by  your 
suggestions?— Up  to  £700.  If  you  go  on  and  ask  for 
it  in  the  case  of  a husband1  and  wife  with  a total 
income  of  £10,000,  we  should  then  suggest  that  the 
answer  would  be  no.” 

2854.  Would  there  be  much  loss  on  that — on 
earned  income  on  both  sides? — I cannot  give  you  the 
figures,  but  the  bulk  of  the  loss  of  £20,000,000  would 
be  on  unearned  income. 

2855.  Mr.  McLintock : Is  there  any  information 

available  as  to  the  total  earned  income  under  £500  of 
married  women — the  aggregate  income? — I am  afraid 
I have  not  got  that.  . 

2856.  Could  it  be  obtained? — I will  inquire  into 

that.  . 

2857.  And  similarly  the  aggregate  earned  income 
above  £500?— The  total  earned  income  of  married 
women,  within  what  range? 

2858.  Where  the  combined  incomes  are  under  £5UU 
or  over  £500?— Yes,  I will  inquire  into  that. 

2859.  You  have  no  idea  whatever  what  the  aggre- 
gate income  of  married  women  by  themselves  amounts 
to  in  either  category  at  present? — I will  inquire,  and 
see  what  can  be  found. 

2860.  Have  you  any  suggestion  to  make  as  to  ex- 
tending the  right  of  a woman  to  be  separately  assessed 
in  respect  of  her  own  earnings,  irrespective  of  her 
husband’s  income?— At  present  she  has  a right  to  be 
assessed  separately  on  the  whole  of  her  income. 

2861.  My  point  is  that  she  be  treated  as  a separate 
unit  for  assessment  in  respect  of  her  own  earnings. 
She  is  only  allowed  that  at  present  where  the  joint 
income  does  not  exceed  £500? — It  is  suggested  m the 
paper  that  there  may  be,  in  present  day  conditions, 
some  ground  for  raising  that  limit  of  £500.  As  to 
what  that  limit  should  be,  I have  no  definite  figures. 

2862.  Raising  it,  say,  from  £500  to  £1,000?— 
Taking  £1,000  as  an  illustrative  figure. 

2863.  And  discarding  the  limit?— It  is  not  sug- 
gested that  all  limits  should  be  discarded.  All  we 
suggest  at  present  is  that  possibly  the  £500  limit 
might  be  extended  under  present  day  conditions. 

2864.  Then  with  regard  to  the  allowances,  is  your 
suggestion  that  you  should  give  the  wife  allowance 
and  the  children  allowance  to  every  taxpayer,  irre- 
spective of  his  income?— That  again  is  a question 
of  whether  the  income  limit  should  be  raised. 

2865.  You  look  upon  that  as  a graduation  question? 
Yes. 

2866.  Sir  J.  Harmood-Banner : In  paragraph  15 
you  say:  “ Estimate  of  immediate  loss  of  Income  Tax 
and  Super-tax  which  would  result  from  the  proposal 


to  regard  the  income  of  husband  and  wife  separately.” 
Would  it  not  be  more  correct  to  say  the  immediate 
gain  of  Income  Tax  in  oonsequence  of  being  assessed 
together?  For  instance,  I have  just  met  a man 
whose  wife  has  come  into  a considerable  sum  of 
money,  and  he  tells  me  that  at  once  he  is  brought 
into  Super-tax  and  has  to  pay  increased  Income  Tax  ; 
so  that  it  really  is  that  there  is  a gain  to  the  Income 
Tax  in  consequence  of  assessing  those  two  together? — 
The  law  requires  the  incomes  to  be  computed  together. 

2867.  I am  quite  aware  that  the  law  requires  it.— 
And  that  is  the  normal  everyday  state  of  affairs.  If 
that  were  altered,  the  result  to  the  Revenue  would  be 

2868.  But  it  is  a gain.  The  man  gets  extra  money, 
so  that  within  last  week  he  has  got  a considerable 
extra  income  with  his  wife.  At  once  there  is  a gain  to 
the  Income  Tax  in  consequence  of  his  having  to  pay  a 
higher  tax,  his  wife  having  got  some  money.  So  that 
although  you  speak  of  the  immediate  loss,  it  is  really 
that  you  are  making  a gain  on  Income  Tax  and  Super- 
tax, because  you  get  the  two  taxes  together  ?— What 
it  is  intended  to  emphasize  here — and  I think  this 
terminology  brings  it  out — is  this.  The  law  entitles 
the  Revenue  to  certain  taxes  on  a certain  basis.  If 
that  law  were  altered  in  the  direction  suggested  in 
certain  quarters,  the  Revenue  would  be  affected  to 
the  extent  of  an  estimated  £20,000,000.  It  would 
receive  that  amount  of  Revenue  less. 

2869.  It  is  only  a verbal  point.  I think  that  you 
make  a gain  by  treating  them  together  rather  than 
saying  you  would  make  a loss  by  treating  them 
separately?— I do  suggest  it  is  a verbal  point.  It  it 
were  the  other  way  round,  if  it  were  a separate 
assessment  and  we  were  suggesting  that  they  should 
be  put  together,  then  I think  it  would  be  appropriate 
for  us  to  say  what  we  should  gain  by  altering  it.  At 
present  we  should  lose  by  altering. 

2870.  If  my  wife  gets  so  much  income  and  I get  so 

much  more,  at  once  my  taxes  are  put  up  and  the 
Revenue  makes  a gain.  You  say  : No,  the  Revenue 

makes  a loss  if  you  treat  them  separately  ?— ies,  we 
do  say  that.  _ 

2871.  Mr.  Brace : I see  in  paragraph  <38  you  say: 

“ It  is  a principle  of  the  British  Income  Tax,  as  of 
all,  or  virtually  all,  Income  Taxes,  to  exempt  from 
taxation  a minimum  of  subsistence.  Is  that  tne 
principle  upon  which  the  Treasury  worked  on  the 
advice  of  the  Inland  Revenue  advisers  when  they 
fixed  the  limit  of  £160?— I think  I may  refer  to  what 
I have  previously  said  in  reply  to  a question  put  by 
Sir  Edmund  Nott-Bower.  I hope  too  much  stiess 
will  not  be  laid  on  those  particular  words  minimum 
of  subsistence.”  I do  not  think  it  can  be  said  that 
that  was  the  idea  in  the  old  days  when  the  £160 
limit  was  fixed;  but  at  the  present  time  theie  is 
certainly  more  regard  to  what  is  more  accuiirtely 
described  down  below  in  paragraph  41,  the essen- 
tial expenses  of  maintenance  ; and  it  is  that  prin- 
ciple which  has  been  followed  in  the  Finance  Acts  of 
recent  years  when  the  children  aUowances  were  in- 
creased from  £10  to  £20  and  then  from  £20  to  £25, 
and  that  was  extended  to  include  adopted  childien 
Then  there  came  the  wife  allowance  and  the  dependent 
relative  allowance  and  the  allowance  in  respect  of  a 
widower’s  housekeeper.  All  those  things  have  rcgaid 
to  the  essential  expenses  of  maintenance  of  the  house- 

h°2872.  On  what  principle  did  yon  work  when  you 
fixed  £160?— The  suggestion  in  the  old  days  was  tha 
it  was  hardly  worth  while  going  for  the  smaller  tax- 
paver  who  paid  his  indirect  taxes  in  those  days  on 
an’lncome  of  less  than  £160.  When  the  war  necessi- 
ties arose  it  was  felt  necessary  in  the  Finance  Act 
of  1916  to  lower  the  exemption  limit,  and  it  was 
lowered  to  £130.  Then,  as  the  War  went  on  these 
other  allowances  were  given:  the  wife  the 

dependent  relative  allowance,  the  widower  allowance 
and  the  increased  children  allowance. . 

2873  Do  you  consider  that  the  principle  of  fixing 
an  exemption  allowance  upon  the  basis  of . 
of  subsistence  is  a fair  system?— I am  not  prepaied 
to  give  evidence  on  that  point.  It  really  is  not 
snecificallv  concerned  with  the  present  problem,  it 
is,  I think,  specifically  concerned  with  the  graduation 
problem. 
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2874.  But  I see  that  you  are  an  Assistant  Secretary 
to  the  Board  of  Inland  Revenue  in  regard  to  the 
assessment  of  Income  Tax?— That  is  so. 


a 2?{5'  IS  Jb  imProPer  for  me  to  put  it  to  you  as  an 
Assistant  Secretary  to  the  Inland  Revenue,  so  that 
1 might  find  out  from  you  what  is  the  working  of 
the  official  mind  in  fixing  the  exemption  allowance? — 
1 am  sorry,  in  my  official  capacity  I am  not  in  a 
position  to  offer  evidence  on  that  point.  That  is  a 
point  which  is  a very  important  point,  I suggest,  on 
the  question  of  graduation— on  the  whole  system  of 
graduation;  who  shall  pay  tax  and  at  what  rate. 
Ufficial  evidence  is  going  to  be  put  forward  on  that, 
and  1 am  quite  unable  to  anticipate  that  'official 
evidence. 

2876.  May  I,  without  trespassing  on  your  answer, 
put  a further  question.  Did  the  minimum  subsistence 
principle  have  any  importance  at  all  with  you  when 
you  reduced  the  tax  from  £160  to  £130?— I am  afraid 
1 cannot  answer  that. 

2®~':  y°ur  PaPer  f notice  in  paragraph  39  you 

say:  Whether  the  figure  of  £130  is  too  high  or  too 

low  as  a minimum  of  subsistence  for  a single  person 
is  a question  upon  which  it  is  not  proposed  to  express 
an  opinion  m the  present  evidence.”  Why  will  you 
not  express  an  opinion?— It  is  germane  to  the 
graduation  problem.  It  was  desired  to  keep  this 
evidence  to  the  question  of  married  women  and  the 
assessment  of  husband  and  wife.  The  graduation 
problem  will  be  dealt  with  in  separate  evidence  by 
another  officer  of  the  department. 

2878.  We  shall  get  it  from  someone  else?— Yes. 

+1  2f7u-'  j'f‘f'irman  : Tlie  point  of  your  evidence  was 
tliat  it  did  not  pay  to  collect  that  money?— It  was 
suggested,  I think,  in  a question  put  by  Sir  Edmund 
Nott  Bower  that  in  the  old  days  no  attempt  was  made 
to  assess  the  smaller  wage-earner. 

2880.  It  would  not  have  paid? — I think  that  is  the 
suggestion. 

2881  Mr.  Marks:  On  that  may  I point  out  that  in 
the  historical  note  on  graduation  [ see  App.  No.  7(a)! 
it  is  especially  pointed  out,  what  I think  is  really 
obvious— that  these  exemptions  and  partial  exemp- 
tions of  small  incomes  were  really  a form  of  gradua- 
f think  there  is  no  doubt  about  it. 

2,2'  /]/r'  ^erlV  :T  When  that  figure  of  £160  was 
settled  the  rate  of  Income  Tax  was  very  much  lower 
than  it  is  now? — Very  much. 

2883.  And  there  would  have  been  the  same  trouble 
m collecting  a very  much  smaller  figure? — Yes. 

2884.  In  dealing  with  the  reasons  that  are  given 
for  the  change  you  are  objecting  to  there  is  one  of 
them  that  you  do  not  touch.  It  is  said  that  the  joint 
assessment  of  husband  and  wife  is  inconsistent  with 
the  principle  adopted  in  the  Married  Women’s  Pro- 
perty Act.  Have  you  considered  that  at  all?— Yes  I 
have  to  some  extent. 

2885.  May  I put  a question  to  you  which  perhaps 
will  save  time?  Would  you  say  that  the  Marrifd 
Women  s Property  Act  was  directed  to  dealing  with 
the  control  of  a married  woman’s  income  and  had 
nothing  to  do  with  the  rate  at  which  the  woman  and 
prLkefyand  Sh<mld  Pay  ta*P~' Mividually  pay  tax; 

2886.  Does  that  express  your  view  ?— Precisely. 

2887.  Have  you  anything  to  add  to  thatP_No  I 

have  nothing  to  add.  ’ 

2888.  I gather  you  also  suggest  that  if  the  proposed 

th!T I"™'  f ane  W°uM  1,8  to  reconsider 

the  system  of  allowances,  particularly  the  allowance 
m respect  of  a wife?— That  is  so.  6 

288SI.  Then  you  estimate  that  as  things  stand,  taking 
the  present  class  of  taxpayers,  the  alteration  will  cost 

wHh^TUe  that  is  the  estimate 

with  incomes  as  they  are. 

ratfof  S gh°  -K“ent  rat°  of  ‘■“i’-Tho  present 
oqoi  rJ  and  Wlth  ,ncomes  as  they  are. 
if:1.  Have  you  arrived  at  your  estimate  by  ex- 
tnrnt^T^w  l°U  regarded  as  representative  re- 
turns? Is  that  how  it  has  been  arrived  at?— It  has 
been  done  on  samples  I have  not  done  this  myself, 

abt  to -r*  the  brat  e8timatC  that  ™ 

are!??'  tT  returns  for  the  different 

aieas?  The  estimate  is  somewhat  speculative. 


2893.  I should  just  like  to  have  some  idea  of  the 
number  of  returns  that  you  took  as  representative? 

I will  inquire  into  that,  and  furnish  particulars, 
i 289f«^eXM.:-  you  are  afraid  that  beyond  the  actual 
loss  of  20  millions,  there  might  be  a much  greater  loss 
by  re-arrangements  of  the  ownership  of  property  be- 
tween husband  and  wife? — Yes. 

oS?'  Cal1  ifc  evasion?_ Well,  legal  avoidance, 
i j ,as  1 hav.e.  suggested,  might  possiblv 

be  dealt  with  by  a provision  that,  where  a wife  gets 
an  income  which  would  have  been  her  husband’s  but 
for  the  rearrangement,  it  should  still  be  added  to  the 
husband  s income  in  fixing  his  rate.  Do  you  antici- 
pate  that  there  would  be  any  serious  administrative 
difficulty  in  working  out  such  a provision  ?— I have 
not  considered  that,  but  speaking  on  the  spur  of  the 
moment  I should  think  it  would  not  be  by  any  means 
tree  from  administrative  difficulties ; I think  it  would 
be  very  difficult  to  distinguish. 

i 2?97,JYou  vvo}lld  have  to  have  a declaration  from 
husband  and  wife  as  to  the  sources  of  the  wife’s 
income?  There  might  be  a difficulty  in  testing  the 
genuineness  of  the  declaration  in  certain  cases. 

2898.  Quite.— Of  course  the  main  principle  which 
suggesting  here  would  not  be  affected  by  it. 

2899.  It  would  only  be  touching  your  difficulty  of 
evasion? — Yes. 

■ 2?,°°'  ,Would . you  look  with  me  at  two  provisions 
in  the  Act  which  deal  with  this  matter ; first  of  all 
m section  21  it  is  provided  that,  where  the  total 
joint  income  of  a husband  and  wife  does  not  exceed 
£500,  and  there  is  a claim  that  some  part  of  that 
total  income  includes  profits  of  the  wife  from  a busi- 
ness carried  on  by  her,  earned  by  her  own  personal 
labour,  without  going  through  the  rest  of  it,  that 

part — what  a wife  earns  by  her  own  labour is 

separately  taxed  and  does  not  increase  the  husband’s 
rate;  that  is  the  general  gist  of  this? Yes. 

2901.  Is  there  any  justification  for  limiting  that  to 
£500?  Why  should  not  the  provision  be  general?— 
.There  again,  it  is  a case  of  ability  to  pay.  This  was 
introduced,  as  I believe  I mentioned  earlier,  to  meet 
the  smaller  cases,  where,  through  the  wife  going  out 
to  earn  the  income  which  she  does  earn,  expenses  at 
home  are  incurred ; but  of  course  there  may  be  some 
ground— I think  I am  merely  repeating  myself  now— 
for  carrying  the  limit  to  a higher  figure;  but  when 
you  apply  the  test  of  ability  to  pay,  if  you  had  a 
biggish  income,  or  a very  big  income,  where  those 
conditions  obtain,  there  would  be  no  particular  hard- 
ship in  the  Income  Tax  at  the  existing  rate  without 
the  separation. 

2902.  Take  the  case  of  two  school-teachers,  the 
■ USb2o™  rnlng-  £3°°  as  a master-  and  the  wife  earn- 
!ug4.  it"  a®  a mist,-ess ; it  was  intended  in  such  a case 

ooo6  Jolnt.rate  should  not  be  applied?— Certainly. 
2903  Ajid  in  such  a case,  someone  else  would 
probubly  have  to  be  hired  to  look  after  the  home  and 
children,  if  any,  which  was  a further  consideration. 
Does  it  occur  to  you  that  £500  is  a sufficiently  high 
figure  to  meet  cases  where  the  wife  is  really  working? 
—In  paragraph  36  of  my  proof,  it  is  expressly  stated : 

Ihe  existing  relief  is  the  result  of  enactments 
passed  in  1894  and  1897,  and  there  may,  under 
present-day  conditions,  be  something  to  be  said  for 
increasing  the  limit  of  total  income  governing  the 
admissibility  of  this  relief.” 

2904.  I am  obliged.  I wanted  to  know  if  you 
could  put  forward  to  us  the  official  view  of  any  higher 
figure?  Not  a definite  figure;  I am  sorry  to  have  to 
say  it  so  often;  that  would  come  in  with  the  grad- 
uation. 

2905.  No,  it  seems  to  me  to  come  in  here  on  this 
question  of  joint  assessment.  Assume  it  is  put  in  to 
deal  with  joint  assessments  ?— Really  it  is  a gradua- 
tion point.  That  section  was  in  operation  long  before 
the  husband  and  wife  had  the  right  to  separate  assess- 
ments. It  is  really  a graduation.  The  husband 
was  given  two  abatements  instead  of  one  abatement 
and  his  rate  of  tax  correspondingly  reduced. 

2906.  Separate  assessment  without  affecting  the 
joint  rate  is  mere  machinery.  This  is  upon  the  joint 
rate  is  it  not?  Where  the  total  income  is  not  more 
than  £500  in  certain  circumstanoas,  the  wife  can 
except  her  own  earnings.  T suggest  to  you  that  there 
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may  be  good  reason  for  putting  the  limit  much  higher. 
There  are  many  cases  now  where  a woman  earns  more 
than,  say  £250  a year? — Certainly. 

2907.  You  have  nothing  further  to  assist  us  about 
that.  Then  it  goes  on  that  in  order  to  come  within 
this  section,  the  wife’s  earnings  must  be  unconnected 
with  her  husband’s  business.  That  was  put  in,  I 
suppose,  to  prevent  the  husband  giving  his  wife  a 
colourable  salary?— No  doubt  that  was  so. 

2908.  It  does  not  seem  to  be  fair,  as  one  of  the  wit- 
nesses put  to  us,  that  if  a man  is  a baker,  and  his 
wife  keeps  the  butcher’s  books  next  door,  she  shall  get 
an  allowance,  and  not  if  she  keeps  her  own  husband’s 
books.  Why  should  not  the  difficulty  that  that  is  in- 
tended to  meet  be  dealt  with  by  some  such  provision 
as  this,  which  is  only  a rough  suggestion  : “ Provided 
that  any  income  of  a wife  derived  from  employment  in 
the  business  of  her  husband,  and  not  exceeding  a 
reasonable  payment  for  services  actually  rendered  by 
her  in  such  business,  shall  be  dealt  with  as  the  income 
of  the  wife”?  Why  should  you  not  deal  with  the 
difficulty  strictly  in  that  way  ? — I have  nothing  to 
oppose  to  that  suggestion. 

2909.  No  administrative  difficulty,  except  seeing 
what  is  a reasonable  sum  ? — I am  assuming  you  to  sug- 
gest a genuine  money  payment.  You  are  suggesting  a 
money  payment  bona  fide,  and  a reasonable  amount? 

2910.  Reasonable  amount,  yes ; but  you  say  a money 

payment;  I had  not  said  a money  payment.— Then  it 
would  devolve  upon  the  Income  Tax  Commissioners  all 
over  the  country 

2911.  To  see  whether  that  is  a salary?— To  appraise 
the  service. 

2912.  The  agreed  value  of  the  services,  I agree. 
Now  will  you  turn  to  the  other  section;  this  is  Rule  16 
of  the  General  Rules.  This  is  the  separate  assessment 
of  the  wife.  You  said  that  a married  woman  could,  if 
she  pleased,  be  separately  assessed.  If  you  look  at  the 
Rule,  you  will  see  it  is  much  more  limited  than  you 
suggested : “ A married  woman,  acting  as  a sole  trader, 
or  being  entitled  to  any  property  or  profits  to  her 
separate  use.”  That  does  not  seem  to  cover  the  case  of 
a woman  who  earns  money  by  the  exercise  of  a profes- 
sion, or  as  a lecturer? — No,  but  the  next  Rule,  I 
think,  does. 

2913.  Does  it? — Have  you  by  any  chance  looked  at 
the  wrong  Rule  ? 

2914.  I am  looking  at  Rule  16. — Would  you  mind 
going  on  to  Rule  17  ? 

2915.  I will  in  a moment. — I rather  think  it  does. 

2916.  Rule  16  allows  a sole  trader,  a woman,  to  be 
separately  assessed,  but  provides  that  in  assessing  the 
rate  of  payment,  the  two  incomes  shall  be  taken 
together;  that  is  right,  is  it  not? — Certainly.  The 
rate  of  tax  would  be  determined  by  the  joint  incomes. 

2917.  Then  you  say  Rule  17  covers  this  case? — I 
rather  think  that  meets  the  point. 

2918.  I will  look  at  it.  If  an  application  is  made 
foy  the  purpose,  in  such  manner  and  form  as 
may  be  prescribed  by  the  Commissioners,  either  by 
husband  or  wife  within  six  months  before  the  sixth  of 
May  in  the  year  of  assessment,  Income  Tax  for  that 
year  shall  be  assessed,  charged,  and  recovered  on  the 
income  of  the  husband  or  the  wife  as  if  they  were  not 
married,  and  the  provisions  of  this  Act  with  regard  to 
assessment,  and  so  on,  shall  apply  as  if  they  were  not 
married.  I am  sorry  to  say  I had  not  directed  my 
attention  to  this  before,  but  it  looks  as  if  this  covers 
16,  without  its  limitations  ? — 16  is  taken  from  the  old 
Act  of  1842,  and  17  embodies  the  new  Law  of  1914. 

2919.  I will  not  delay  you  while  I consider  these 
strange  sections,  but  it  looks  to  me  as  if  17  makes  a 
general  provision  without  any  limitation,  and  16  deals 
with  a particular  case,  with  limitations;  is  that  how 
you.  read  it  ? — That  is  so ; but  16,  of  course,  prescribes 
what  16  prescribes,  while  17  has  an  overriding  effect, 
notwithstanding  anything  in  16.  If  there  is  specific 
election  for  separate  assessment,  in  the  time  and 
manner  provided,  then  they  can  be  separately 
assessed. 

2920.  You  suggest  that  what  you  call  the  marriage 
allowance  might  reasonably  go  up  to  £50,  and  you 


estimate  the  cost  of  that  at  “ slightly  in  excess  of 
£3,000,000,”  provided  there  is  no  allowance  beyond 
the  £800  limit? — Yes.  I should  like  to  safeguard 
myself  by  saying  that  I do  not  suggest  it  ought  to  be 
£50 ; we  say  it  ought  to  be  something  more,  the  ratio 
ought  to  be  regarded,  and  that  comes  in  graduation, 
but  by  way  of  illustration  we  say  what  it  would  cost  if 
it  were  done  in  that  fashion. 

2921.  Chairman : Could  you  let  us  have,  with 
regard  to  joint  incomes,  particulars  of  the  number  of 
women  having  incomes  of  £25,  £50,  and  £100,  showing 
us  how  many  there  are  of  each  ? — I think  I could  give 
it  to  you  approximately. 

2922.  Perhaps  you  would  send  that  in?  I want  the 
proportion  of  the  women  that  have  money  separately, 
producing  £25,  £50,  and  £100. — I will  inquire  into  it 
and  furnish  everything  that  can  possibly  be  furnished. 

2923.  Mr.  May : May  I ask  one  further  question? 

I would  like  to  be  clear,  if  possible,  about  this  first 
clause  of  38  that  Mr.  Brace  and  Sir  Edmund  Nott- 
Bower  questioned  you  about.  There  are  three  para- 
graphs in  your  statement  in  which,  I think,  you  refer 
to  the  same  thing — the  minimum  of  subsistence,  the 
one  that  you  have  referred  to  in  paragraph  41;  the 
essential  expenses  of  maintenance;  and  the  one  in 
paragraph  23,  minimum  “ necessary  for  the  main- 
tenance of  two  persons.”  Would  you  tell  us  what 
difference  there  is  in  your  mind  between  those  three 
standards  ? — There  is  practically  no  difference  at  all ; 
they  all  point  to  the  same  idea. 

2924.  What  I want  to  be  clear  about  is,  whether 
you  withdraw  the  statement  that  you  make  in  para- 
graph 38  that:  “It  is  a principle  of  the  British 
Income  Tax,  as  of  all,  or  virtually  all,  Income  Taxes, 
to  exempt  from  taxation  ’ ’ the  essential  expenses  of 
maintenance  or  a minimum  subsistence,  or  as  you 
stated  in  paragraph  23,  the  income  necessary  for  the 
maintenance? — I do  not  withdraw  the  statement  that, 
under  the  Income  Tax  Acts  as  they  are  held  to-day, 
there  is  exempted  from  taxation  a minimum  sum 
which  is  known  as  the  exemption  allowance. 

2925.  The  statement  in  paragraph  38  is  a little 
wider  than  “the  British  Income  Tax.”  It  says: 

“ As  of  all,  or  virtually  all,  Income  Taxes.”  I pre- 
sume you  mean  the  Income  Tax  of  other  countries 
than  Britain.  Sir  Edmund  Nott-Bower  has  rather 
modified,  or  endeavoured  to  modify,  that  statement 
with  regard  to  Britain.  Do  you  accept  any  modifica- 
tion of  it  with  regard  to  other  countries? — No;  I 
cannot  of  course  here  and  now  give  you  particulars  of 
other  countries,  but  I adhere  to  this,  that  it  is  a 
principle  of  virtually  all  Income  Tax  systems  to 
exempt  from  taxation  a certain  minimum  figure. 

2926.  You  realize  that  it  is  a very  broad,  as  well  as 
a very  important,  statement? — Quite. 

2927.  I am  content  if  you  say  that  you  stand  by  the 
statement  as  it  is? — I do  not  want  that  expression 
“ minimum  of  subsistence.” 

2928.  You  will  not  take  either  of  the  other  two  as 
expressing  the  point? — They  are  all  intended  to 
express  the  same  idea.  The  phrase  has  been  varied 
to  express  the  same  idea. 

2929.  The  practical  effect  is  the  same? — Yes. 

2930.  Sir  E.  Nott-Bower : Of  course  I quite  agree 
that  Income  Tax  Acts  have  always  exempted  the  mini- 
mum of  subsistence,  but  they  have  exempted,  some- 
thing more.  My  suggestion  merely  is  that  the  limit  of 
exemption  is  not  the  same  as  the  limit  of  subsistence, 
but  it  is  something  higher.  Of  course  the  Income 
Tax  Acts  have  always  exempted  the  necessary  amount 
for  subsistence,  but  they  have  exempted  something 
more,  and  when  the  limit  of  exemption  has  been 
fixed,  it  has  not  been  fixed  by  reference  to  what  is 
necessary  simply  for  maintenance. 

2931.  Mr.  May:  But  something  higher. 

2932.  Sir  E.  Nott-Bower : Something  higher. 

2933.  Chairman : We  can  discuss  that  afterwards. 

2934.  ilfr.  Bowcrman:  There  is  one  question  that  I 
should  like  to  ask  with  regard  to  the  subsistence. 
War  bonuses  are  granted  to  workmen  to  help  them 
to  subsist? — Quite. 

2935.  On  the  ground,  of  course,  of  the  increased 
prices  of  commodities.  Should  not  these  War  bonuses 
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be  exempt  from  taxation  ?— They  should  certainly 
not  in  the  terms  of  the  existing  law,  where  all  a 
man  s emoluments  are  treated  as  taxable  income. 

2936.  I wanted  to  get  your  opinion  if  I could? — 
My  opinion  is  that  they  quite  certainly  should  he 
included  as  taxable  income. 

293/.  Although  they  are  granted  really  to  enable 
a man  to  subsist  in  a proper  manner? — Just  as  when 
a man’s  salary  is  raised  to  meet  particular  circum- 
stances, he  sliould  he  taxed  on  his  salary ; so,  if  he  is 


given  it  in  two  pieces,  one  called  salary  and  the  other 
war  bonus,  that  really  does  not  affect  it. 

2938.  It  really  amounts  to  this;  that  a workman 
gets  a war  bonus  to  enable  him  to  purchase  the 
necessary  food,  and  having  purchased  the  food,  and 
parted  with  his  money,  he  is  called  upon  to  pay 
Income  Tax  on  that  war  bonus? — After  the  allowances 
of  the  various  abatements  and  reliefs;  for  example, 
a man  with  a family  would  not  pay  until  he  got  well 
up  over  the  range  of  £200  a year. 


Mrs.  Hubback,  on  behalf  of  the  National  Union  of  Societies 
The  witness  handed  in  the  following  statement  as 
her  evidence-in-chief : — 

2939.  (1)  The  National  Union  of  Societies  for  Equai 
Citizenship  wishes  to  protest  against  the  taxation  of 
the  incomes  of  married  persons  as  one  income,  as 
this  form  of  taxation  is  in  direct  contravention  of  the 
spirit  of  the  Married  Women’s  Property  Act,  by 
which  it  is  acknowledged  that  a woman  retains  rights 
in  her  own  property  after  marriage.  The  Union  feels 
that  the  principle  apparently  recognized  under  the 
Income  Tax,  whereby  a woman  loses  her  individuality 
in  this  respect,  by  marriage,  is  one  that  is  degrading 
in  itself  and  unjust  in  its  working  out.  The  losses 
thus  suffered  by  a married  woman  whose  income 
taken  by  itself  is  entitled  to  a rebate  is  both  material 
and  moral. 

2940.  (2)  The  N.U.S.E.C.  has  evidence,  as  shewn 
by  the  accompanying  resolutions  [see  par.  5.]  of  the 
strong  feeling  in  favour  of  this  reform  all  over  the 
country. 

2941.  (3)  The  N.U.S.E.C.  wishes  to  protest  against 
the  injustice  involved  in  the  regulation  by  which  any 
rebate  which  may  be  due  on  a wife’s  income  is  paid 
to  her  husband. 

2942.  (4)  The  N.U.S.E.C.  wishes  to  protest  against 

two  forms  of  injustice  which  hear  hardly  on  widows : 

(а)  Widowers,  with  incomes  of  under  £800,  are 

allowed  a rebate  of  £25  in  respect  to  a 
relative  who  has  charge  of  his  children.  No 
such  rebate  is  at  present  allowed  in  the  case 
of  a widow  who  goes  out  to  work  and  who 
also  leaves  a relative  in  charge  of  her 
children. 

(б)  Income  Tax  is  charged  on  the  pension  of  an 

officer’s  widow.  An  officer  himself  does  not 
pay  Income  Tax  on  his  disability  pension. 

2943.  (5)  London  Society  for  Women’s  Service. 

“ That  this  Committee  reaffirms  the 
principle  which  it  has  already  actively 
supported,  that  the  incomes  of  married 
women  should  be  separately  taxed.” 

Oxted  & Limpsfield  Branch. 

“ That  the  Oxted  and  Limpsfield 
Branch  of  the  National  Union  of  Socie- 
ties for  Equal  Citizenship,  strongly 
urges  the  Government  to  accept  the 
amendments  about  to  be  proposed  with 
respect  to  the  taxation  of  the  incomes  of 
married  people  as  one  income  under  the 
Income  Tax,  thereby  removing  an 
injustice  which  is  keenly  felt  by  many, 
as  this  form  of  taxation  is  in  direct 
contravention  of  the  spirit  of  the 
Married  Women’s  Property  Act.” 

Huddersfield  W.S.S. 

“ That  this  Committee  considers  it  a 
great  injustice  that  married  people’s  in- 
comes sliould  be  taxed  as  one  income. 

Two  brothers — or  two  sisters — or  sister 
and  brother — or  two  friends  would  have 
their  incomes  assessed  separately,  or  a 
man  and  woman  leading  an  irregular 
life  would  be  considered  to  have  separate 
incomes,  but  married  people  are 
penalized.  A husband  and  wife  each 
having,  say,  £70  or  £80  or  £100  a year, 
would  be  charged  Income  Tax  on  that 
portion  of  their  income  above  the  tax 
limit  which,  formerly  £160,  is  now  lower. 

Separately  their  income  would  be  below 
the  Income  Tax  limit ; together  it  would 


for  Equal  Citizenship,  called  and  examined. 

be  above  the  present  limit.  This  is  very 
rough  on  people  with  small  incomes.  We 
believe  that  all  incomes  (of  married 
people  or  otherwise)  should  be  taxed 


Warrington  W.S.S. 

“ That  the  members  of  the  Warring- 
ton Women  Citizens’  Association  urge 
that  an  alteration  in  the  laws  as  regards 
the  taxation  of  the  incomes  of  married 
people  be  made ; that  the  incomes  of 
married  people  shall  be  taxed  sepa- 
rately.” 

Holt  W.S.S. 

“ That  this  Society  considers  the  pre- 
sent taxation  of  the  income  of  married 
women  under  the  Income  Taxes  as  a 
direct  contravention  of  the  Married 
Women’s  Property  Act  and  an  injustice 
keenly  felt  by  many  women.” 
Beaconsfield  W.S.S. 

“ That  the  Beaconsfield  Society  for 
Equal  Citizenship  calls  upon  Major 
Rothschild  to  do  all  in  his  power  to 
effect  such  reforms  of  the  present  system 
of  Income  Tax  as  to  ensure  that  the  in- 
comes of  married  persons  be  taxed  as 
separate  incomes,  not  jointly  as  at  pre- 
sent.” 

Cheltenham  W.S.S. 

“ That  this  Committee  and  Society 
considers  it  a great  injustice  to  tax  the 
income  of  married  people  jointly,  and 
petition  that  this  law  be  repealed  imme- 
diately.” 

Salisbury  & S.  Wilts  W.S.S. 

“ That  we  consider  the  present  form 
of  taxation  of  married  women  is  in 
direct  contravention  of  the  spirit  of 
justice,  and  resolve  to  support  any  move- 
ment made  to  get  this  injustice  re- 
moved.” 

Southampton  W.S.S. 

“This  meeting  of  the  Southampton 
S.E.C.  protests  against  combining  the 
married  woman’s  income  with  her  hus- 
band’s for  the  purposes  of  Income  Tax 
assessment.” 

Dorking , Leith  Ilill  Hist.  S.E.C. 

“ That  this  Committee  is  of  opinion 
that  the  law  as  regards  the  taxation  of 
the  incomes  of  married  people  as  one  in- 
come should  be  altered  with  the  least 
possible  delay.” 

Burnley  S.E.C. 

“ This  branch  of  the  above  Union  pro- 
tests against  the  injustice  of  taxing 
married  people’s  incomes  as  one  person’s, 
and  respectfully  calls  upon  the  Royal 
Commission  for  Income  Tax  to  suggest 
to  the  Government  the  advisability  of 
establishing  legislation  for  separate 
taxation.” 

Penzance  W.S.S. 

“ In  the  opinion  of  this  Society  the 
method  of  treating  the  separate  incomes 
of  a husband  and  wife — as  a joint  in- 
come for  purposes  of  taxation — is  most 
unjust.” 
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Maidenhead  W.S.S. 

“ That  it  is  an  injustice  that  the  in- 
comes of  man  and  wife  should  be  counted 
as  one  for  the  purposes  of  taxation.” 
Colchester  W.S.S. 

“ That  this  Committee  consider  it  is 
an  injustice  that  the  separate  incomes 
of  husband  and  wife  should  be  combined 
for  the  purposes  of  taxation,  and  urge 
that  steps  be  taken  to  remove  this  in- 
justice.” 

Accrington  W.S.S. 

“ This  Branch  of  the  above  Union 
respectfully  calls  upon  the  Royal  Com- 
mission for  Income  Tax  to  suggest  to  the 
Government  the  advisability  of  estab- 
lishing legislation  for  separate  taxation, 
and  protests  against  the  injustice  of  tax- 
ing married  people’s  incomes  as  one 
person.” 

Clitheroe  W.S.S. 

“ This  Branch  of  the  above  Union 
respectfully  calls  upon  the  Royal  Com- 
mission for  Income  Tax  to  suggest  to  the 
Government  the  advisability  of  estab- 
lishing legislation  for  separate  taxation, 
and  protests  against  the  injustice  of  tax- 
ing married  people’s  incomes  as  one 
person.” 

Middlesborough  W.S.S. 

“ That  this  Society  regards  the  taxa- 
tion of  the  incomes  of  married  people  as 
one  income  as  being  unjust  and  grossly 
unfair  to  women,  and  calls  for  an  altera- 
tion in  the  law  without  delay.” 

Redditch  W.S.S. 

“ The  Redditch  Branch  of  the 
N.U.S.E.C.  strongly  protests  against  tax- 
ation of  the  incomes  of  married  people 
as  one  income  under  the  Income  Tax, 
and  urges  that  this  injustice  be  done 
away  with  all  possible  speed.” 

Cambridge  W.S.S. 

‘‘The  Committee  of  the  Cambridge 
Association  for  the  Political  Equality  of 
Women  protests  against  the  taxation  of 
the  two  incomes  of  husband  and  wife  as 
one  income — and  that  the  income  of  the 
husband.  In  the  opinion  of  the  Com- 
mittee, the  Income  Tax  Commissioners, 
by  taxing  the  joint  income  of  married 
persons  at  the  rate  appropriate  to  a 
single  income,  violate  the  principle  and 
intention  of  the  Married  Women’s  Pro- 
perty Act,  besides  placing  an  obstacle  in 
the  way  of  marriage  and  the  rearing  of 
children.  The  Committee  would  further 
point  out  that  a peculiar  injustice  is 
perpetrated  upon  married  women  who 
are  taxed  at  an  excessive  rate  upon  in- 
comes which  are  relatively  small,  but  are 
not  admitted  to  have  any  compensating 
claim  to  the  disposal  of  half  the  total 
income  of  their  husbands  and  them- 
selves’’ 

Hunstanton  W.S.S. 

“ We  the  undersigned  Officers  and 
Committee  representing  the  Hunstanton 
Branch  of  the  W.C.A.,  affiliated  to  the 
N.U.S.E.C.,  are  strongly  in  favour  of  an 
alteration  in  the  law  as  regards  the 
taxation  of  the  incomes  of  married 
people  as  one  income.” 

Kensington  W.S.S. 

“ That  this  meeting  urges  the  Govern- 
ment so  to  amend  the  Income  Tax  Laws 
as  to  secure  the  separate  taxation  of 
married  women.” 

Deal  and  Walmer  W.S.S. 

‘‘That  a letter  be  sent  to  Viscount 
Duncannon  drawing  his  attention  to  the 
present  very  unfair  taxation  of  married 
people.  This  Branch  is  of  opinion  that 
they  should  be  taxed  separately  and 


that,  when  circumstances  admit,  the 
excess  should  be  recovered  from  Somerset 
House.” 

Sevenoaks  and  District  W./S.S. 

“ That  for  the  purposes  of  Income  Tax 
the  incomes  of  married  women  should  be 
taxed  separately  from  that  of  their  hus- 
bands.” 

Aberdeen  W.S.S. 

“ That  this  Society  enters  an  em- 
phatic protest  against  the  taxation  of 
the  incomes  of  husband  and  wife  jointly 
as  penalizing  the  institution  of  legal 
marriage.” 

Bolton  W.S.S. 

‘ ‘ This  Society  strongly  protests 
against  the  glaring  injustice  of  the  pre- 
sent system  of  taxing  the  joint  incomes 
of  husband  and  wife,  and  calls  upon  the 
Government  to  remove  without  delay  the 
anomalies  in  the  Income  Tax  as  they 
affect  married  women.” 

National  Federation  Women  Workers. 

“ That  this  meeting,  representative  of 
60,000  organised  working  women,  pro- 
tests emphatically  against  the  present 
method  of  dealing  with  married 
women’s  Income  Tax,  and  demands  that 
women  shall  be  treated  as  separate 
entities  in  the  assessment  of  their  in- 
comes for  Income  Tax.  It  further  urges 
that  this  necessary  reform  shall  be  in- 
cluded in  the  present  Finance  Bill.” 

Winchester  W.S.S. 

“ That  the  Winchester  S.E.C.  protests 
against  the  administration  of  the  In- 
come Tax  of  married  women.  They  hold 
that  the  incomes  of  the  husband  and 
wife  should  be  taxed  separately,  and 
they  demand  that  Clause  45  of  the  In- 
come Tax  of  1842  be  abolished.” 


Shanklin  W.S.S. 

“That  the  present  system  which 
counts  incomes  of  husband  and  wife  as 
one  for  the  purposes  of  Income  Tax  is  a 
great  injustice ; and  that  the  member 
for  the  Isle  of  Wight  be  urged  to  use  his 
influence  to  secure  an  alteration  of  the 
Income  Tax  law  in  the  forthcoming 
Budget  by  questions,  by  his  vote,  and  m 
every  other  way  in  the  House  itself.” 

Fortishead  W.S.S. 

“ A resolution  was  passed  by  the 
above  Society  to  their  M.P.  urging  him 
to  support  the  alteration  of  the  law  re- 
lating to  Income  Tax,  so  as  to  secure 
the  separate  taxations  of  married 
women’s  incomes  and  hoping  that  he 
would  do  all  in  his  power  to  remove  this 
great  injustice.” 


Bristol  W.S.S. 

“ That  in  view  of  the  fact  that  the 
taxation  of  the  incomes  of  married 
people  as  one  income,  under  the  Income 
Tax,  is  in  direct  contravention  of  the 
spirit  of  the  Married  Women’s  Property 
Act  this  meeting  strongly  supports  the 
amendments  in  favour  of  having  this 
injustice  removed.” 


2944.  The  following  Societies  have  also  sent  resolu- 
tions in  support  of  separate  taxation  of  marriee 
people’s  incomes:  — 

Brighton  and  Hove  Women’s  Enfranchisement 
Society.  , .. 

Rotherham  Society  for  Equal  Citizenship. 
Kingston  and  Surbiton  Society  for  Equal  Citizen 
ship. 

Women’s  International  League. 

National  Federation  of  Women  Teachers. 
Conservative  Women’s  Reform  Association. 
Truro  Society  for  Equal  Citizenship. 
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Women’s  Industrial  Council. 

Free  Church  League. 

[This  concludes  the  evidence-in-chief .] 

i,r29^';,0hTrmm  '■  You  are  taking  the  place  of  Miss 
MacMillan?  Yes,  she  has  been  detained  abroad. 

2946.  And  you  are  taking  her  paper?— Yes. 

2947.  WiD  you  be  good  enough  to  take  the  points 
nere  and  address  the  Commission  upon  them,  or 

what  would  you  like  to  do?— I think  I would  rather 
do  that.  I speak  for  the  National  Union  of  Societies 
■ j x ual  Citizenship,  which  is  the  new  name  for  the 
old  National  Union  of  Women  Suffrage  Societies. 
We  have  between  300  and  400  branches  all  over  the 
country,  and  so  we  can  claim  to  speak  for  a large 
number  of  organised  women.  The  most  important 
point  on  which  the  members  of  my  society  feel  most 
strongly  is  the  taxation  of  the  incomes  of  married 
people  as  one  income.  This  injustice  bears  most 
nardiy  on  the  woman  because  she  loses  her  identity. 
My  society  feel  that  this  is  in  direct  contravention 
of  the  spirit  of  the  Married  Women’s  Property  Act 
by  which  it  has  been  laid  down  that  a woman  is  to 
retain  rights  in  her  own  property  after  marriage.  In 
the  case  of  the  Income  Tax  these  rights  liavS  been 
done  away  with.  Not  only  is  the  material  loss  a very 
great  one,  and  this  loss,  of  course,  applies  equally 
m the  case  of  the  man,  hut  in  the  case  of  the  wife 
there  is  this  moral  degradation  that  her  identity  dis- 
appears Her  income  counts  as  her  husband’s 
hiiswfd  thS  ,reljate’  lf  ‘here  is  any,  is  paid  to  the 
alTS  “■  je-g^ds  the  Income  Ta*  sie  tans 
this  t f a“  “dlTldnal-  1 do  not  wish  to  labour 
this  point  because  I understand  it  is  one  with  which 
this  Commission  is  very  familiar.  Evidence  has  been 
received  I understand  by  the  Commission,  and  it  is 

strengthen?*!’  bj“  1 d°  'Tlsi  *°  gh-e  evidence  on  the 
trength  of  feeling  among  organised  women  on  this 
point  We  have  received  resolutions  from  all  over 
the  country.  Very  few  points  have  been  discussed 
with  such  animation,  and  resolutions  on  very  few 
subjects  have  been  passed  with  such  unanimity  ns  on 
this  subject. 

2948  ])id  you  send  the  resolutions  out  from  your 

th?  h?!,  0fh°%  °rdI?  thTV  8pring  spontaneously  from 
the  branches?— Both.  In  some  cases  the’  suggestion 

tlZ  rlT  16  C“tril‘  but  “ a grea‘  cases 

sen*  to ™ h.t  branch™-  They  have  also  been 

sen.  to  us  from  other  societies  spontaneously  large 
societies  such  as  the  National  Federation  of' Women 
Teachers,  and  so  forth.  I think  that  covers  my  first 
two  points.  Then  there  are  these  two  other  terms 
ThoT2‘0-e  Whl<;h  136111  Peculiarly  hardly  on  widows. 

ff  p“'haps  of,  l6ss  importance,  because  it 
does  not  effect  a very  large  number  of  widows  As 
you  know  widowers  with  an  income  of  under  £800  are 
allowed  a rebate  of  £25  in  consideration  of  a house- 
keeper when  that  housekeeper  is  a relative.  There 
are  certain  cases  m which  it  is  better  for  the  family 
that  the  widow  herself  should  go  out  to  work  She 
may  be  more  skilled  at  outside  work  than  in  looking 

tint  rth”"1  dT'  ■tb“t  Case  iB  an  acomal? 
that  if  the  widow  has  a sister,  or  cousin,  or  som'e 
such  relative  looking  after  her  children  she  gets  no 
rebate,  whereas  the  widower  does.  I feel  thlt  this 
P“nt  although  a small  one  is  perhaps  one  that  has 
teen  overlooked,  and  might  possibly  be  remedied. 

It  is  an  injustice  even  if  it  does  not  apply  to  a very 
large  ctes  of  persons.  Then  in  the  cas?  if  a widow 
of  an  officer  (and  this  is  a far  larger  question)  the 
justice  or  injustice  of  whether  a pensioner  should 

Pa+i,-In?nme  aX  011  bla  or  ber  Pension  does  not  lie 
withinthe  province  of  my  society,  but  my  society  feel 
very  strongly  that  if  an  officer  is  not  called  umn  to 
pay  Income  lax  on  his  disability  pension,  if  that 
officer  dies  his  widow  should  not  be  called  upon  to 
pay  Income  Tax  on  her  pension. 

2949.  Mr.  Kerly  (.temporarily  in  the  chair)  ■ Is  that 
all  you  wish  to  say?— Yes,  that  is  all  I wish  to  say. 

2950.  May  I put  one  or  two  questions  to  you? 

You  put  the  matter  rather  as  a matter  of  grievance 
than  a matter  of  hardship? — Yes. 


2951.  That  a husband  and  wife  should  be  assessed 
together,  and  that  the  rate  of  tax  should  be  deter- 
mined by  their  joint  income.  You  are  aware,  are  you 
not,  that  a wife  can  if  she  pleases  now  be  assessed 
separately?  Yes,  I am  aware  that  she  can  be  assessed 
separately,  but  I understand  that  makes  no  difference 
to  the  amount  of  tax  charged. 

2952.  It  makes  no  difference  to  the  rate  but  it 
makes  a difference  to  the  grievance,  does  not  it?  She 
does  not  lose  her  identity  ?_She  does  lose  her  iden 
tity  in  the  sense  that  the  rebate  is  returned  to  her 
husband,  and  not  to  herself. 

2953.  The  rebate?— Yes,  if  money  is  to  be  returned 
husband01  retPrIled  to  Jler;  i4  18  returned  to  her 

2954.  Mrs  Knowles:  Not  if  she  asks  ter  it  to  be 
returned  to  her. 

Q„29^  ¥r:,Kl.eTly  '■  , 1 think,  as  Mrs.  Knowles  has 
suggested  that  is  only  because  she  leaves  her  husband 
to  claim  it  for  her;  it  is  her  money?— I understand 
r,eturn6d  her  husband  in  any  case 
2956  Subject  to  what  you  say  so  far  as  the  griev- 
ance  of  losing  identity  goes,  that  might  be  met  if  the 
Jady  takes  care  to  get  separately  assessed.  Perhaps 
that  was  not  known  to  the  people  who  passed  the 
resolutions  you  have  brought  before  us?— 1 think  it 
was. 

2957.  We  are  informed  by  an  Income  Tax  official 
who  has  been  here  that  there  are  very,  very  few  cases 

where  wives  have  asked  to  be  separately  assessed? 

I think  possibly  that  provision  is  not  widely  known. 

2958.  May  I suggest  that  your  society  advertises 

it;  it  is  far  the  easiest  way  of  getting  over  the 
grievance.  & 

2959.  Mr  May  : May  I point  out  on  this  point  that 
we  were  told  also  that  it  is  clearly  stated  on  the  forms. 

2960.  Mr.  Kerly:  I am  obliged;  I remember  we 
were  told  that,  and  I think  I have  noticed  it  myself, 
then  you  suggest  that  the  joint  assessment  is  incon- 
sistent with  the  principle  of  the  Married  Women’s 
Property  Act?— Yes. 

2961.  The  joint  assesssment  only  affects  the  gradua- 
tion of  the  tax,  does  not  it?  The  only  effect  of  the 
joint  assessment  is  that  the  couple  pay  at  a higher 
rate  than  they  would  individually  ?— Yes. 

2962.  But  the  graduation  of  the  tax  was  totally 

Pro^T  rA883’  80  Jhat  can  the  Married  Women’s 
» Ac,t  bave  to,do  that?— It  is  the  spirit  of 

,A,M  fied  Wnmen’s  Property  Act  that  a woman 

marriage!^111  “ h6P  " ghtS  m her  own  ProP6r4J'  after 

2963.  Pardon  me,  it  is  nothing  of  the  sort,  if  I may 
put  it  so  The  Married  Women’s  Property  Act  only 
provnied  that  she  should  retain  the  disposal  of  her  own 
property,  which  before  that  time  was  no  longer  her 
property  on  marriage,  but  became  her  husband’s  It 
has  nothing  to  do  with  the  rate  at  which  the  couple 

meutLn  r f Ege8t  that  that  is  a pad  ai’g- 

ment— well  we  will  leave  it  there.  Have  you  cbn- 

maktet  "'h,ether  th,®  grievance  would  not  be’  met  bv 
making  a larger  allowance  for  the  wife?— The  hatd- 
siup  do  you  mean? 

boS  y°ar  Pardon,  I used  the  wrong  expres- 
sion.—To  a certain  extent  it  would. 

2965  Mr  Armitag e-Smith:  I gather  that  there  are 
methodB2f5ntB  m thi.e  a,'eg°d  grievance;  one  is  the 
tes  te  be  ^~e*s.and'  SeC°ndly'  th°  am<>Unt  *hat 

th?2?ibSUofara  ™"’  nware  that  tb6  grievance  as  to 
the  method  of  assessment  is  a voluntary  grievance  and 

Z^hlenduredrylonzer’ beca^ 

demand  to  be  assessed  separately  ?— Yes. 

extent  partj0f:  the  grievance  is  now  non- 

offZt  lr  W b r0?ard  tbs  8econd  Part.  that  the 
effect  of  mairiage  is  to  increase  the  charge,  do  you 
suggest  that  that  is  more  a woman’s  grievance  than  a 
man  s gr.evance?-No,  I suggest  it  is  a joint  griev 

ti™sHwhy  “ Put,  f«™.ard  vigorously  by  associa- 
Fenval  *h  * appear„  46,36  reforested  in  the  specifically 
female .grievance,  P-Because  that  side  of  the  grievance 
.S  a joint  grievance;  the  hardship  is  a joint  grievance 
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2969.  And  the  other  does  not  exist? — The  other  does 
exist  in  fact,  because  as  a rule  the  woman  is  assessed 
with  her  husband.  It  ha's  not  become  generally 
known. 

2970.  Then  the  activities  of  your  society  would  come 
to  an  end  with  more  complete  knowledge  of  the  exist- 
ing law? — On  this  point  it  would. 

2971.  Mr.  Bowerman:  A previous  witness  has  in- 
formed the  Commission  that  on  account  of  this  method 
of  taxation  people  are  living  together  without  getting 
married.  Have  any  instances  of  that  come  to  the 
knowledge  of  your  society  at  all? — No. 

207(2.  You  have  not  heard  of  it  before? — I have 
heard  it  suggested  as  a possibility,  but  I do  not  know 
of  any  such  case.  No  such  actual  cases  have  come  to 
the  knowledge  of  my  society. 

2973.  I do  not  know  if  I might  get  your  personal 
opinion  upon  it.  Do  you  think  that  such  a thing  is 
reasonable,  or  possible,  or  probable? — I should  think 
it  possible,  but  I should  not  think  it  either  reasonable 
or  probable. 

2974.  Mrs.  Knowles-.  Has  your  society  paid  atten- 
tion to  the  difference  between  earned  and  unearned 
incomes? — No. 

2975.  You  do  not  say  that  it  costs  money  to  earn 
money,  and  therefore  the  unearned  income  might  be 
taxed,  whereas  the  earned  income  might  be  exempted  ? 
— No,  my  society  has  not  considered  that  point. 

2976.  Do  not  you  think  your  society  might  consider 
that  point,  because  it  is  an  important  point? — I think 
it  is  an  important  one,  but  I do  not  quite  know  that 
it  would  fall  within  its  scope. 

2977.  A working  woman  has  to  pay  in  order  to  earn 
— fares,  meals  out,  and  clothes? — Yes. 

2978.  You  cannot  go  out  without  spending  money? — 
No. 

2979.  Of  course,  if  you  get  your  income  from  un- 
earned income  at  home  that  is  a very  different  matter  ? 
— Yes. 

2980.  There  is  a very  great  distinction? — Yes. 

2981.  That  you  have  to  lay  out  before  you  can  earn 
money? — I quite  agree,  but  that  has  not  been  con- 
sidered by  my  society. 

2982.  It  seems  to  me  there  is  a strong  case  for  the 
earned  income,  but  not  such  a strong  case  for  the 
unearned  ? — Yes. 

2983.  I did  not  know  whether  you  had  considered  it, 
or  had  any  views  on  it? — Not  as  a society,  no. 

2984.  Mr.  Pretymcm : You  rather  divided  your  hard- 
ship into  two  parts,  did  you  not? — Yes. 

2985.  One  on  the  question  of  sentiment,  and  the 
other  on  the  question  of  actual  payment? — Yes. 

2986.  Has  what  you  have  heard  since  you  have  been 
in  this  room  affected  your  feeling  on  the  matter  of 
sentiment? — I do  not  know  that  it  has. 

2987.  You  do  understand,  do  you  not? — Quite. 

2988.  That  under  the  present  law  a woman  at  her 
own  request  can  be  separately  assessed? — Yes. 

2989.  And  that  any  return  made  of  Income  Tax  on 
account  of  any  claim  made  will  be  made  to  her? — 
I think  the  matter  of  sentiment  would  be  met  if  she 
were  separately  assessed  as  a matter  of  course.  It 
would  come  home  to  each  woman  that  as  a matter 
of  oourse  she  would  be  separately  assessed,  and  the 
rebate  sent  to  her  as  a matter  of  course. 

2990.  You  mean  you  would  prefer  the  present 
method  to  be  reversed.  At  present  they  are  not 
separately  assessed  unless  they  ask  to  be? — No. 

2991.  You  would  prefer,  and  you  think  the  grievance 
would  be  very  much  met,  if  they  were  separately 
assessed  unless  they  asked  not  to  be? — Yes,  separately 
assessed,  and  the  rebate  sent  to  each  one  as  a matter 
of  course. 

2992.  Unless  they  express  a wish  to  the  contrary? — 
Yes. 

2993.  Of  course,  it  saves  a good  deal  of  trouble, 
where  no  money  is  to  be  saved  by  separate  returns, 
if  the  husband  makes  the  return  for  both,  or  the  wife 
makes  the  return  for  both? — Yes,  if  they  know  one 
another’s  income,  but  that  is  a matter  of  convenience, 
and  I think  the  rule  should  be  that  they  should  be 
each  treated  as  separate  individuals. 


2994.  It  would  add  to  some  extent  to  the  expense 
of  collection? — Yes,  buit  I think  it  would  be  worth 
while. 

2995.  It  would  not  alter  the  liability  to  payment  at 
all? — Certainly  not,  but  I think  it  would  alter  the 
sentiment  on  that  side  of  it. 

2996.  You  think  it  would  go  a long  way  to  meeting 
the  views  of  your  association? — Yes,  I think  it  would. 

2997.  You  understand  that  if  relief  were  given  in 
the  form  you  suggest  by  separating  the  two  incomes, 
from  the  point  of  view  of  the  actual  levying  of  the 
tax,  that  would  be  lowering  the  graduation  ? — Yes. 

2998.  That  would  have  the  effect  of  giving  much 
more  relief  to  people  with  large  incomes  than  to  people 
with  small  incomes? — Yes. 

2999.  You  see  that  do  you  not? — Yes. 

3000.  Whereas  if  the  relief,  instead  of  being  given 
in  that  form  of  graduation,  were  given  in  another 
form  of  graduation,  namely,  by  giving  an  allowance 
to  married  people  which  was  irrespective  of  the 
amount  of  their  incomes  with  a certain  upward  limit, 
that  would  give  greater  relief  to  the  smaller  incomes, 
and  not  relieve  people  with  very  large  incomes? — 
Yes,  I see  that. 

3001.  Has  your  society  considered  it  from  that  point 
of  view? — No,  it  has  not,  but  I think  it  would  relieve 
the  hardship  for  small  incomes  to  a very  great  extent. 

3002.  It  is  rather  important,  is  it  not? — Yes. 

3003.  If  you  separated  the  incomes  you  would  have 
people  with  £10,000  a year  paying  on  two  incomes 
of  £5,000  instead  of  one  of  £10,000? — Yes. 

3004.  It  would  be  a very  large  reduction  of  tax? — 
Yes. 

3005.  Is  that  what  you  desire? — We  desire  it,  yes. 
We  desire  that  married  people  should  count  as 
separate  individuals  the  same  as  a brother  and  sister 
living  together  each  with  an  income  of  £5,000;  it 
would  be  taxed  in  that  way,  and  not  as  ojie  income  of 
£10,000. 

3006.  Of  course,  brother  and  sister  can  separate 
at  any  moment.  There  is  no  law  which  makes  them 
into  one  corporation,  is  there? — Certainly  not,  but 
I suppose  the  husband  and  wife  can  separate  at  any 
moment  too. 

3007.  If  they  separate  entirely  the  law  is  different, 
but  as  long  as  they  are  living  together  as  husband 
and  wife  you  would  not  suggest  that  they  should  be 
treated  exactly  as  a brother  and  sister,  who  may 
either  of  them  marry,  or  go  away  at  any  moment? — 
I think  as  regards  Income  Tax  I should. 

3008.  You  think  it  would  be  fair  that  where  a hus- 
band and  wife  are  living  together  with  £10,000  a 
year,  of  which  the  whole  £10,000  a year  happens  to 
belong  to  the  husband,  or  to  the  wife,  or  nearly  the 
whole  of  it,  and  where  another  husband  and  wife  are 
living  together,  also  with  £10,000  a year,  to  which 
each  contributes  £5,000,  the  taxation  of  the  one 
ought  to  be  very  much  less  than  the  taxation  of  the 
other? — No,  I do  not,  but  I should  think  that  other 
methods  should  be  found  by  which  justice  can  be 
obtained  on  those  lines. 

3009.  Is  not  that  method  the  method  of  giving 
allowances  to  married  people? — I think  that  is  an 
excellent  method;  1 do  not  see  why  that  should  not 
be  done  as  well. 

3010.  But  I must  try  and  pin  you  to  this ; you  say 
first  of  all  that  you  think  that  however  large,  the 
income  of  the  husband  and  wife  separately  dowered 
should  be  separately  assessed? — Yes. 

3011.  But  you  also  say  that  you  do  not  think  it 
fair  that  where  two  married  couples  have  the  same 
considerable  income,  in  one  case  all  coming  from  one 
party,  and  in  the  other  case  happening  to  come  half 
from  each,  that  one  should  be  taxed  very  much  more 
highly  than  the  other? — An  allowance  for  the  wife 
might  be  made  in  the  one  case,  and  not  in  the  other. 

3012.  Those  two  things  do  not  fit,  do  they  ? Your 
society  cannot  at  the  same  time  put  forward  the 
view  that  however  high  the  income  the  assessment 
should  be  separate  where  the  source  is  separate,  and 
yet  say  it  would  not  be  fair  that  two  similar  incomes 
should  be  charged  at  very  different  rates  merely 
because  one  happened  to  belong  to  the  one  party  only, 
and  the  other  happened  to  belong  equally  to  both? — I 
think  the  society  would  hold  they  should  be  charged 
as  separate  incomes. 

3013.  Then  you  do  not  think  it  would  be  wromr 
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for  two  wealthy  couples  to  be  very  differently  assessed 
simply  because  in  one  case  the  income  all  came  from 
the  husband  or  from  the  wife,  and  in  the  other  case 
it  came  fi'om  the  two  together? — No.  the  society  does 
not. 

3014.  You  think  it  would  not  be  hard? — The 
society  thinks  it  would  not. 


3015.  Mr.  Kerly : If  it  were  the  rule  that  every 
married  woman  should  make  a Separate  return  of 
her  own  in  how  many  cases  do  you  think  she  would 
get  her  husband  to  do  it  for  her?— I have  not  the 
slightest  idea. 

3016.  990  out  of  every  1,000? — I think  not  that. 

3017.  Mr.  Kerly : We  are  very  much  obliged  to  you. 


The  Hon.  Herbert  Gibbs,  called  and  examined 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

3018.  (1)  I propose  to  confine  my  evidence  to  the  in- 
cidence of  Income  Tax  on  wasting  assets  and  to  deal 
chiefly  with  examples  of  which  I can  speak  with  per- 
sonal knowledge. 

3019.  (2)  I am  the  chairman  of  certain  nitrate  com- 
panies and  also  of  a drainage  company  called  The  Rio 
de  J aneiro  City  Improvements  Company,  and  I should 
like  to  explain  how  these  companies  are  affected;  as 
they  may  be  considered  typical  of  the  two  classes  of 
industry  which  are  based  on  terminable  concessions 
abroad,  and  on  coal  mines,  deposits,  and  the  like, 
where  waste  of  capital  is  inherent  to  the  working  of 
the  business. 

3020.  (3)  The  Rio  de  Janeiro  City  Improvements 
Company  was  formed  to  drain  the  city  of  Rio.  The 
issued  share  capital  is  £1,192,775,  and  debentures  to  the 
value  of  £1,183,400  have  been  issued,  of  which  there 
were  outstanding  on  31st  December,  1918,  £482,500. 
The  concession  lapses  in  1947,  when  all  the  drainage 
works  become  the  property  of  the  Government.  The 
city  has  increased  considerably  of  late  years,  and  new 
districts  have  been  drained,  and  up  to  the  beginning 
of  the  war,  when  bulding  operations  were  checked, 
large  yearly  sums  had  to  be  expended  in  connecting 
new  houses  with  the  drainage  system.  The  Govern- 
ment pay  a yearly  sum  of  £4  15s.  for  every  house 
drained. 

3021.  (4)  It  is  necessary  to  redeem  the  original 
capital  as  well  as  all  sums  spent  as  mentioned  above 
in  extending  the  drainage. 

3022.  (5)  According  to  the  amortisation  scheme  pre- 
pared by  Messrs.  Price,  Waterhouse  & Co.,  the  yearly 
amortisation  of  the  debentures  is  written  off  the  capi- 
tal expenditure,  and  when  any  of  the  various  issues 
of  debentures  are  paid  off  an  equivalent  of  the 
amortisation  fund  of  that  issue  is  set  aside  for  sinking 
fund. 

3023.  (6)  In  the  year  1918  the  amortisation  of  de- 
bentures was  £28,300,  and  the  amount  set  aside  for 
sinking  fund  was  £12,000,  making  a total  of  £40,300 
to  the  debit  of  revenue  before  any  profits  could  be 
earned,  all  of  which  sum  is  chargeable  with  Income 
Tax. 

3024.  (7)  In  addition  the  company  has  placed  a 
large  sum  to  reserve  account,  and  adds  thereto 
£25,000  a year,  because  by  the  amortisation  scheme  it 
is  necessary  to  counteract  the  yearly  increase  of  capi- 
tal due  to  connecting  new  houses  with  the  drainage 
system,  and  because  it  is  clear  that  as  the  end  of  the 
concession  gets  nearer  every  year  a heavier  amortisa- 
tion is  necessary  for  the  expenditure  of  each  succeed- 
ing year.  Thus  the  total  sum  set  aside  for  amortisa- 
tion is  £65,300,  and  Income  Tax  levied  on  this  amount 
at  6s.  in  the  £ is  £19,590,  or  over  1£  per  cent,  on  the 
share  capital. 

3025.  (8)  I submit  that  in  the  case  of  terminable 
concessions  in  countries  outside  the  United  Kingdom 
(where  there  can  be  no  question  of  commuting  future 
profits  by  the  sale  of  concessions)  an  allowance  should 
be  made  for  all  necessary  amortisation  before  the 
profits  are  assessed  to  Income  Tax. 

3026.  (9)  As  regards  nitrate  properties,  nitrate  of 
soda  mixed  with  common  salt  is  found  in  the  form  of 
deposits  from  1 to  8 ft.  below  the  surface  of  the 
ground,  and  the  thickness  of  the  deposit  is  usually 
about  2 ft.  The  nitrate  of  soda  is  extracted  by  crush- 
ing and  boiling  the  raw  material— the  hot  water 
taking  up  the  nitrate  and  depositing  the  salt  and  in- 
solubles. 


3027.  (10)  The  proper  method  of  calculating  the 
contents  of  a nitrate  deposit  is  to  sink  holes  at  regular 
intervals  and  test  the  samples,  and  having  thus 
estimated  the  amount  of  nitrate,  the  properties  are 
sold  on  the  basis  of  so  much  per  quintal  of  estimated 
contents.  The  Chilian  Government  hold  periodical 
sales  on  this  basis. 

3028.  (11)  It  happens  occasionally  that  if  there  is 
not  a sufficient  number  of  holes  sunk,  or  if  the  holes 
are  not  at  regular  intervals,  the  estimates  are  after- 
wards proved  to  have  been  inexact,  but  as  a rule  an 
approximate  idea  is  given  of  the  nitrate  contents. 

3029.  (12)  Although  the  purchaser  pays  so  much  a 
quintal  on  the  estimated  contents  of  the  raw  materials, 
he  is  not  allowed  to  deduct  the  cost  of  the  amount 
used  from  his  revenue  account  for  Income  Tax  pur- 
poses, though  it  is  clear  that  he  can  earn  no  profits 
until  this  deduction  has  been  made.. 

3030.  (13)  The  cost  of  nitrate  grounds  varies  from 
about  2d.  to  about  8d.  a quintal  on  the  estimated 
nitrate  contents,  according  to  the  quality  of  the  raw 
material,  accessibility,  compactness  of  the  grounds, 
and  other  conditions;  and  the  average  net  profit  on 
working  is  probably  not  more  than  Is.  a quintal. 

3031.  (14)  The  Commission  will  therefore  realize 
that  the  refusal  to  allow  any  deduction  for  the  cost  of 
the  raw  material  consumed  constitutes  a very  heavy 
burden  on  the  industry,  and,  further,  that  as  the 
amount  of  raw  material  consumed  would  be  more  or 
less  the  same,  whether  the  profits  were  large  or  small, 
the  smaller  the  real  profit  per  quintal  of  nitrate  the 
heavier  would  be  the  rate  of  tax  on  the  real  profit. 

3032.  (15)  Moreover,  the  value  of  the  buildings  and 
machinery  practically  ceases  when  the  grounds  are 
worked  out  unless  it  should  happen  that  other  grounds 
were  obtainable  in  the  neighbourhood ; and  no  allow- 
ance is  made  by  the  Revenue  officials  for  the  diminish- 
ing value  of  the  buildings,  and  the  5 per  cent,  allow- 
ance for  depreciation  of  machinery  is  insufficient. 

3033.  (16)  When  Income  Tax  was  Is.  in  the  £ or 
less,  and  when  good  profits  were  being  made,  the  tax 
on  depreciation  funds,  though  equally  inequitable,  was 
not  particularly  onerous ; but  now  that  Income  Tax  is 
6s.  in  the  £ the  tax  in  bad  times  would  be  a very 
serious  matter. 

3034.  (17)  The  Commission  will  of  course  realize 

that  the  existing  heavy  taxation  places  British  pur- 
chasers and  workers  of  nitrate  grounds  and  foreign 
properties  at  a disadvantage  as  compared  with 
Chilian  or  native  purchasers  and  workers,  and  it  is 
suggested  that  nitrate  and  similar  undertakings  whose 
assets  are  exhausted  in  the  process  of  making  profits 
should  not  be  placed  at  a further  disadvantage  in  this 
respect  by  the  taxation  of  profits  which  they  do  not 
make.  J 

3035.  (18)  This  excess  levy  is  an  incentive  to  British 
shareholders  to  move  the  domicile  of  companies  in 
which  they  are  interested  from  the  United  Kingdom, 
and  is  an  additional  incentive  to  foreign  shareholders 
in  British  companies  to  advocate  the  same  course. 
The  Alianza  (Nitrate)  Company  is  a case  in  point 
1 he  majority  of  the  shares  are  held  by  foreigners 
who,  having  been  much  irritated  by  the  levy  of  In- 
come Tax  upon  the  depreciation  fund,  and  being  un- 
aole  to  transfer  the  domicile  during  the  war  have 
transferred  the  control  of  the  company  to  a local 
board  in  Chile  in  order  to  avoid  all  British  taxation 
and  this  course  will  be  probably  followed  by  other 
companies.  This  will  certainly  cause  incidental  losses 
to  British  trade;  for  local  boards  will  have  no  reason 
lor  employing  British  manufacturers,  or  for  making 
use  of  British  financial  facilities,  not  to  mention  the 
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smaller  direct  loss  of  directors’  fees,  clerks’  salaries, 
rent,  &c.,  if  and  when  the  domicile  is  removed. 

3036.  (19)  The  existing  law  is  perfectly  clear  and  is 

based  to  a great  extent  on  the  decision  of  the  House 
of  Lords  in  the  Coltness  Iron  case.  The  Alianza  Com- 
pany fought  a case  with  the  Crown  through  all  the 
Courts  in  an  endeavour  to  obtain  relief  from  Income 
Tax  on  its  depreciation  fund,  and  was  defeated  in 
every  court.  I may  say  that  I have  followed  this 
question  very  closely  for  20  years  or  so,  and  that  I 
have  never  seen  any  attempt  to  show  that  a tax  on 
depreciation  funds  of  wasting  assets  is  just,  the 
objections  to  removing  the  tax  being  mainly  based 
upon  the  fact  that  the  country  would  lose  revenue. 
In  the  Coltness  Iron  case  Lord  Blackwell  in  his  judg- 
ment said  that  he  had  to  consider  “ the  intention  as 
expressed  by  the  words  of  the  enactment,”  and  he 
added,  “ I will  not  inquire  whether  this  law  is  just 
or  not.”  . . . “ The  object  of  those  framing  a 

taxing  act  is  to  grant  to  His  Majesty  a revenue ; no 
doubt  they  would  prefer,  if  possible,  to  raise  that 
revenue  equally— but  their  object  is  to  grant  revenue 
at  all  events.” 

3037.  (20)  In  the  early  days  of  the  tax  when  Mr. 

J.  G.  Hubbard  (afterwards  Lord  Addingt-on).  member 
for  the  City  of  London,  raised  this  question  in  Par- 
liament, he  was  met  by  a calculation  of  the  loss 
which  would  accrue  to  the  Exchequer  if  his  proposal 
were  adopted,  to  which  he  replied  that  he  could  not 
verify  the  calculation  but  that  whatever  the  correct 
sum  might  be  it  was  the  measure  of  the  present 
injustice. 

3038.  (21)  It  is  also  urged  that  there  would  lie 
difficulty  in  agreeing  the  proper  amount  of  deprecia- 
tion, especially  in  some  cases,  and  this  is  no  doubt 
true;  but  I would  suggest  that  the  exact  amount  of 
the  allowance  for  depreciation  is  of  no  great  im- 
portance, as  if  it  were  too  high  it  would  only  mean 
that  the  whole  cost  would  be  written  off,  and  conse- 
quently the  whole  profit  would  be  assessable  to  Income 
Tax  at  an  earlier  date  than  should  rightly  have  been 
the  case.  The  Commission  may  also  consider  that  it 
would  be  in  the  national  interest  to  encourage  pru- 
dence in  the  matter  of  depreciation  funds  if  it,  is 
thought  that  any  alteration  in  the  existing  law  would 
produce  that  effect. 

[This  concludes  the  evidence-in-chief.'] 

3039.  Mr.  Kerly : You  are  coming  to  give  us 

evidence  on  behalf  of  the  Income  Tax  Reform  League, 
and  your  evidence  is  directed  principally,  or  perhaps 
wholiy,  to  the  question  of  wasting  assets  abroad,  as 
I understand  it? — Yes;  but  I am  not  giving  evidence 
on  behalf  of  the  Income  Tax  Reform  League. 

3040.  That  is  a misunderstanding  ?— It  does  not 
much  matter,  I suppose,  but  I am  giving  evidence 
on  my  own  behalf. 

3041.  It  was  so  stated  in  a paper  before  me,  but 
that  is  a mistake? — Yes:  I am  not  authorized  to 
represent  them— at  least  I may  be;  I do  not  know. 

3042.  Will  you  kindly  run  through  your  evidence, 
and  take  out  what  you  think  are  the  important 
points,  and  tell  us  the  gist  of  them? — I made  it  as 
short  as  I could  because  I have  been  on  the  other 
side  of  the  table  myself,  and  I did  not  think  you 
wanted  to  be  bothered  with  any  very  great  detail.  I 
merely  wish  to  point  out  that,  in  the  case  of  ter- 
minable concessions  abroad,  where  there  is  no  ques- 
tion of  commuting  the  future  profits  by  the  sale  of 
concessions,  an  allowance  should  be  made.  I am 
differentiating  them  from,  say,  tramway  concessions 
in  this  country,  or  any  concessions  in  this  country 
where  any  payment  that  is  made  is  really  a com- 
mutation of  future  profits  which  may  be  assessable  to 
Income  Tax. 

3043.  Are  you  referring  to  the  payment  that  is 
made  when  the  concession  is  terminated? — No,  what- 
ever the  payment  is.  What  I mean  to  say  is  this ; 
that  if  a British  subject,  who  is  amenable  to  British 
Income  Tax,  whether  he  is  a municipality  or  what- 
ever he  may  be,  if  he  sells  a concession,  he  is  selling 
the  right  to  future  profits,  and  therefore,  in  my  judg- 


ment, the  sum  paid  for  that  right  is  liable  to  Income 
Tax;  but  when  it  is  a question  of  paying  for  a con- 
cession, by  whatever  means  it  may  be,  whether  it 
may  be  by  paying  for  it  by  handing  over  the  assetB 
at  the  end  of  the  concession,  or  by  the  paying  of  a 
lump  sum  to  the  foreigner  who  is  not  amenable  to 
British  jurisdiction  at  all,  then  the  Inland  Revenue 
have  no  right,  in  my  judgment,  to  a share  of  those 
profits. 

3044.  You  might  make  it  clear  perhaps,  by  giving  us 
a couple  of  examples,  one  of  each  class  ? — I have  given 
one  example,  which  is  this : the  Rio  City  Improve- 
ments Company. 

3045.  Yes? — There,  the  Brazilian  Government  have 
given  a concession  to  a certain  company  here,  and  the 
payment  for  the  concession  is  the  surrender  of  the 
assets  of  the  company  at  the  end  of  the  concession. 
I say  that  the  British  Government  have  no  right  to 
treat  the  value  of  those  assets  as  profit.  Though 
they  may  be  profit,  and  are  profit  indeed  to  the 
Brazilian  Government,  the  British  Government  have 
no  right  to  tax  the  Brazilian  Government : therefore 
they  have  no  right  to  tax  the  company  which  has  to 
make  that  payment  as  if  it  was  a profit. 

3046.  Say  if  I put  it  rightly  bo  that  I can  follow 
you.  For  this  income  each  year  the  company  has  to 
set  aside,  or  to  set  aside  for  an  amortisation,  a part 
of  the  actual  receipts? — Yes. 

3047.  You  say  that  part  which  is  set  aside  is  really 
representing  the  sum  that  will  be  ultimately  handed 
over  to  the  Brazilian  Government? — Yes. 


3048.  And  that  it  is  not  profit  to  the  company,  and 
upon  that  part  of  its  income  it  should  not  pay  tax? — 
That  is  so  exactly.  Then,  if  you  take  another  case, 
we  will  take  a concession  for  a tramway,  and  we  will 
suppose  that  it  is  done  on  exactly  the  same  terms: 
that  is  to  say,  we  will  say  Brighton  gives  a con- 
cession to  somebody  or  other  to  run  tramways,  and 
the  terms  are  that  the  tramways  and  the  lines  shall 
be  handed  over  at  the  end  of  a certain  number  of 
years;  that  is  payment  to  the  municipality  of 
Brighton  for  that  concession,  and  as  the  municipality 
of  Brighton  is' subject  to  British  Income  Tax,  there 
is  no  reason,  in  my  judgment,  why  the  Revenue 
officer  should  not  levy  Income  Tax  on  the  amortisation 
which  the  company  must  set  aside  to  provide  for  the 
payment,  that  is  to  say,  to  amortise  their  capital.  It 
is  quite  true  that,  so  far  as  the  company  is  concerned, 
the  company  cannot  make  any  profits  at  all  until  it 
has  set  aside  that  amortisation.  The  point  the 
Revenue,  officials.  I suppose,  would  take  is:  “Yes, 
you  ought  to  have  taken  that  into  account  when  you 
made  your  arrangements  with  the  Brighton  munici- 
pality, because  that  is  profit  to  a British  subject  and 
therefore  it  is  liable  to  Income  Tax.” 

3049.  It  would  probably  be  suggested  that  in  each 
case  the  sum  we  are  dealing  with,  which  is  set  aside, 
is  capital  and  not  income,  and  that  it  should  not  pay 
tax? — I do  not  quite  follow  that. 

3050.  The  sum  which  is  set  aside  for  amortisation 
is  really  a sum  set  aside  to  return  the  capital?— Yes, 


;hat  is  true. 

3051.  True  income  is  arrived  a.t  upon  the  assump- 
tion that  the  capital  is  untouched  ?— That  is  quite 

1 3052.  There  is  no  distinction  between  the  two  cases 
m that  footing,  the  one  abroad  and  the  other  at 
mine? — On  that  footing,  no.  I am  differentiating 
;liese  concessions  abroad,  that  is  to  say  y^here  the 
i-rantor  of  the  concession  is  not  subject  to  British 
jurisdiction,  from  any  cases  such  as  leaseholds  here,  or 
'oncessions  here,  which  the  Revenue  officials  say,  and 
r think  rightly,  are  subject  to  British  jurisdiction  and 
should  therefore  pay  Income  Tax. 

3053.  Now  will  you  go  on  to  the  next  point?— I 
should  like  to  sav  that  this  morning  I asked  a friend 
if  mine  whether 'lie  could  find  any  other  cases  similar 
to  the  Rio  City  Improvements  Company.  It  is  not 
m isolated  case.  I do  not  suppose  there  are  very 
many  of  them,  but  he  produced,  I think,  nine  others 


3054.  Do  you  mean  drainage  cases?— No, 
drainage  necessarily,  but  concessions  abroad. 
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3055.  There  are  a great  many  cases  of  foreign  con- 
cessions of  a similar  kind,  are  there  not? — Yes;  there 
are,  I do  not  know  how  many.  All  I mean  to  say 
is,  this  is  not  an  isolated  case  that  I am  taking.  The 
nest  point  is  concerned  with  deposits  abroad,  like 
nitrate  of  soda  mines,  and  other  things  of  a similar 
character. 

S0o6.  Where  you  are  working  out  a limited  quantity 
of  material,  and  selling  that  material  to  purchase  an 
annual  income? — Yes. 

3057.  It  being  known  that  the  total  quantity  avail- 
able is  limited,  although  the  amount  may  not  have 
been  ascertained? — Although  the  amount  may  not 
have  been  accurately  ascertained,  yes. 

3058.  Does  that  case  differ  in  your  view  in  any  way 
from  the  ordinary  case  of  a company  working  a mine 
either  at  home  or  abroad?— I do  not  know  that  it 
does. 

3059.  Is  not  one  difficulty  the  difficulty  of  deter- 
mining how  much  of  the  actual  income  is  to  bo  set 
aside  as  really  being  replacement  of  capital?— Yes, 
there  is  a difficulty  about  that. 

3060.  How  do  you  suggest  that  it  should  be  dealt 
with  ? — I suggest  that  it  does  not  very  much  matter 
how  it  is  dealt  with.  The  only  point,  I suppose,  the 
Revenue  officials  would  take  would  be  that  too  large 
an  amount  was  being  set  aside;  that  is  to  say,  that 
the  company  or  undertaking  might  be  claiming  too 
large  a deduction  for  the  amortisation;  in  that  case 
all  that  would  happen  would  be  that  the  whole  value 
of  the  undertaking,  or  whatever  they  were  seeking  to 
amortise,  would  be  written  off  sooner  than  it  oi?ght 
to  have  been.  That  is  the  only  damage  that  could 
occur  to  the  British  Revenue,  ’because  when  it  was 
all  written  off,  then,  of  course,  the  whole  of  the  in- 
comings, less  the  expenses,  would  be  assessable  to 
Income  Tax. 

3061.  Every  company  would  attempt  to  set  aside  as 
much  as  possible  in  its  early  years,  would  it  not,  so 
as  to  be  sure  of  getting  it  all  back?— It  might  be  so. 
It  is  not  my  experience  of  mines  generally;  but  it 
may  be  so  with  a heavy  Income  Tax. 

3062.  There  may  be  something  else,  the  natural 
desire  to  keep  the  shareholders  happy? — Precisely, 
they  have  to  meet  their  shareholders  and  pay  dividend. 

3063.  Do  you  think  that  would  be  a balancing  fac- 
tor ? — Yes. 

3064.  Otherwise  they  would  have  the  advantage  of 
getting  the  Revenue,  so  far  as  it  went,  as  an  insurer 
of  their  capital,  because  the  Revenue  would  not 
receive  anything  until  the  whole  of  the  capital  had 
been  returned,  in  an  extreme  ease? — Well,  yes. 

3065.  Have  you  any  formula  to  suggest  by  which 
the  part  of  the  income  which  is  not  to  be  treated  as 
profit  is  to  be  ascertained? — No,  I have  not. 

3066.  There  is  a great  practical  difficulty,  isf  there 
not? — There  is ^ if  you  want  absolute  accuracy,  but 
my  contention  is  that  absolute  accuracy  is  not  peces- 
sary.  If  the  Revenue  officials  suppose  that  what  you 
suggest  was  being  done,  they,  could  take  some  action 
to  show  that  the  amount  wasi  excessive. 

3067.  But  if  we  are  legislating  we  have  got  to  put 
it  into  the  Act  of  Parliament.  You  would  not  suggest 
that  complete  discretion  should  be  left  to  the  Revenue 
authorities  to  determine  whether  the  allocation  to 
capital  account  is  right  or  not?— No.  I should  sug- 
gest that  the  managers  or  directors  of  the  concern 
should  be  allowed  to  put  aside  what  they  pleased 
for  depreciation,  and  I should  leave  the  onus  on  the 
Revenue  to  prove  that  is  was  too  large  if  they  thought 
so. 

3068.  I suppose  you  would  introduce  the  useful  word 
“ reasonable  ” ? — Well,  I suppose  that  is  what  it 
would  come  to. 

3069.  Is  that  all  you  desire  to  say  in  chief? — Well. 

I make  a point  which  I think  is  rather  an  important 
one;  I say  the  Commission  may  also  consider  that  it 
would  be  in  the  national  interests  to  encourage  pru- 
dence in  the  matter  of  depreciation  funds  if  it  is 
thought  that  any  alteration  in  the  existing  law  would 
produce  that  effect.  If  you  thought  that  that  alteration 
of  the  law  would  tend  to  make  people  put  aside  more 
money  for  depreciation  or  reserves,  1 think  it  would 
be  a very  good  thing  for  the  country  that  it  should 
be  done.  Of  course  the  present  position  is  this,  as 
Lord  Moulton  said  in  some  judgment — I have  for- 
gotten what  it  was — “ If  a promoter  calculated  profits 


on  the  same  basis  as  the  Revenue  officials  calculate 
profits,  he  would  be  imprisoned.”  He  told  me  that 
himself.  I do  not  remember  the  case,  but  he  told  me 
that  a little  while  ago ; and  they  certainly  would  be. 

3070.  Sir  E.  Nott-Boiver : I gather  that  you  confine 
the  evidence  which  you  are  bringing  before  the  Com- 
mission to  an  allowance  in  respect  of  wasting  assets 
which  are  abroad? — Yes. 

3071.  You  draw  a distinction  between  a mine  in 
this  country  and  a mine  abroad? — Yes. 

3072.  Without  expressiug  any  opinion  as  to  mines 
in  this  country,  you  say  at  any  rate  the  mine  abroad 
ought  to  be  allowed  something  for  the  exhaustion  of 
minerals — you  speak  of  nitrate,  but  your  argument 
would  extend  to  gold  mines? — Yes. 

3073.  I think  Mr.  Kerly  put  to  you  the  question 
whether  there  was  really  any  reason  for  making  a 
distinction  between  the  mine  abroad  and  the  mine 
in  this  country? — I do  not  think  there  is.  What  I 
was  doing  was  to  give  the  Commission  my  own  practi- 
cal knowledge.  I know  there  is  a gentleman,  Mr. 
Leake,  who  is  going  to  give  the  Commission  a long 
paper  on  this  very  subject.  I raid  to  him:  “I  have 
some  practical  knowledge  of  certain  companies,  and  I 
think  perhaps  it  might  bo  useful  if  I put  before  tho 
Commission  my  personal  knowledge  of  those  com- 
panies.” Those  companies  are  abroad;  that  is  really 
all. 

3074.  You  are  not  concerned  really  to  carry  the 
argument  further  than  the  company  abroad? — That  is 
all  I am  doing  in  thiB  paper. 

3075.  You  are  on  clear  ground,  I think,  when  you 
confine  yourself  to  the  mine  which  is  abroad? — 
Whether  it  is  a coal  mine,  or  whatever  it  may  be  here 
in  this  country,  somebody  has  made  profits  and  he  is 
liable.  It  may  be  you  say : “ This  is  an  increase  of 
capital  value,”  or  “It  is  not  a profit”;  that  is  a 
technical  question.  But  it  is  very  clear  in  the  case 
of  the  mines  abroad,  and  these  are  the  cases  I put 
before  you. 

3076.  The  question  whether  there  is  a distinction 
between  an  asset  at  home,  and  an  asset  abroad,  we 
might  consider  when  Mr.  Leake  is  before  us? — Yes. 

3077.  In  my  opinion,  there  is  certainly  a very 
important  distinction  and  I believe  an  essential  dis- 
tinction, on  this  question  of  the  allowance  for  ex- 
haustion of  minerals,  between  a mining  company  at 
home  and  a mining  company  abroad,  and  I shall  want 
to  press  that  point  when  Mr.  Leake  is  giving  evidence, 
so  I do  not  know  that  it  is  necessary  to  carry  it 
further  now,  because  you  confine  yourself  to  the  asset 
which  is  abroad? — Yes. 

3078.  With  regard  to  the  asset  which  is  abroad, 
may  I put  it  in  this  way?  I will  take  the  nitrate 
illustration ; you  do  not  really  complain,  I think,  that 
the  Income  Tax  demand  which  is  made  exceeds  the 
profits  which  are  obtained  from  working  the  nitrates  ? 
— I do  not  follow. 

3079.  I do  not  think  you  really  assert  that  the  In- 
come Tax  assessments  which  are  at  present  made  on 
nitrate  exceed  the  total  profit  which  arises  from  work- 
ing the  nitrates.  You  do  say  it  exceeds  the  profits 
derived  by  the  nitrate  company  from  working  the 
minerals,  because  it  includes  also  a part  of  the  profit 
which  goes  to  the  owners  of  the  nitrate.  I under- 
stand your  argument  to  be  that  the  share  of  the  profit 
that  comes  to  the  owner  of  the  nitrate  should  not  be 
charged,  not  because  it  is  not  profit,  but  because  it  is 
a profit  which  does  not  fall  within  the  proper  scope  of 
the  Income  Tax  Acts.  It  is  a profit  derived  by  a 
person  residing  in  Chile,  let  us  say,  from  the  working 
of  nitrates  which  are  in  Chile,  and  therefore,  in  that 
case,  the  demand  on  the  British  nitrate  company 
ought  to  be  confined  to  the  profit  derived  by  the  com- 
pany from  the  nitrates? — There  is  no  profit  at  all  to 
the  company  from  the  sale  of  the  raw  material  at  the 
price  which  it  gives  for  it. 

3080.  I agree.  Please  do  not  think  I am  hostile  to 
your  suggestion,  but  I think  very  different  considera- 
tions would  arise  if  the  asset  was  situate  in  this 
country? — Well,  you  say  that  there  was  a profit  to 
the  owner  of  the  ground — an  original  profit  in  selling 
the  ground  to  the  company. 
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3081.  Yes. — That  is  so,  of  course;  or  it  could  be  so, 
no  doubt. 

3082.  Supposing  a colliery  company  worked  a mine 
in  this  country;  they  might  enter  into  an  arrange- 
ment with  the  owner  of  the  soil  under  which  they  paid 
him  only  royalties  for  each  ton  of  mineral  extracted; 
that  is  one  form  in  which  the  minerals  might  he 
worked.  If  the  mine  were  worked  under  those  con- 
ditions, that  is  the  payment  of  an  annual  royalty,  the 
colliery  company  would  be  assessed  on  the  profits  that 
it  made,  without  deduction  of  the  royalties,  and  when 
it  paid  the  royalty  to  the  mineral  owner  it  would  de- 
duct the  Income  Tax? — Yes. 

3083.  And  therefore  the  mineral  owner  would  pay 
Income  Tax  on  his  share  of  the  profits,  and  the  col- 
liery company  would  pay  on  their  share,  and  that 
would  be  right.  Now  assume  that,  instead  of  arrang- 
ing to  pay  an  annual  royalty,  the  colliery  company 
bought  the  minerals  outright  for  a capital  sum;  that, 

I believe,  is  done? — Yes. 

3084.  Then  the  question  arises : Should  the  colliery 
company  be  assessed  still  on  the  whole  of  the  annual 
profits  arising  from  the  working  of  the  ground,  with- 
out any  deduction  for  the  capital  expenditure?  That 
is  a point  we  shall  have  to  consider  when  Mr.  Leake 
comes.  I think  perhaps  it  would  be  sufficient  to  say 
now  that  there  are  very  strong  reasons  for  saying  that 
the  colliery  company  should  be  so  assessed. 

3085.  Mr.  Kerly : Mr.  Gibbs  says  that,  in  this  case, 
the  man  to  pay  the  tax  on  the  value  of  the  minerals 
unextracted  is  a foreigner,  and  no  one  ought  to  pay 
Income  Tax  upon  his  behalf? — That  is  so. 

3086.  That  is  your  point  about  it? — That  is  so. 

3087.  Mr.  Hill:  With  regard  to  the  Rio  City  Im- 
provements Company,  you  say  you  set  aside  so  much 
out  of  income  every  year  to  form  a reserve  for  the 
purpose  of  repaying  capital  at  the  end  of  a given 
period;  that  is  all  income,  is  it  not;  it  is  paid  out  of 
income? — It  is  all  paid  out  of  income. 

3088.  It  is  only  like  a prudent  man  in  business  who 
sets  aside  a certain  amount  for  rainy  days.  You  know 
that  at  the  end  of  a certain  time  you  are  going  to  lose 
your  concession,  so  it  seems  to  me  that  it  is  quite  right 
you  should  pay  Income  Tax  on  the  whole  income  that 
is  earned  from  that.  It  is  all  profit  derived  from  that 
concession,  and  it  is  set  aside  for  the  purpose  of  re- 
turning  the  capital  at  the  end  of  the  concession.  It 
does  not  go  to  the  foreigner;  it  goes  to  the  English 
shareholder? — Set  aside  for  the  purpose  of  returning 
the  capital  to  the  shareholders,  and  therefore  you 
should  pay  Income  Tax  on  the  capital? 

3089.  No,  Income  Tax  on  the  earnings  of  each  year? 
— Of  course  they  are  not  profits  in  the  business  sense 
of  the  word. 

3090.  They  are  profits  earned  each  year,  are  they 
not,  and  out  of  those  profits  you  set  aside  a form  of 
reserve  fund  to  repay  the  capital? — It  is  a question 
what  the  word  “ profits  ” means.  In  the  city  they 
certainly  would  not  be  considered  profits  until  you 
have  set  aside  sufficient  for  amortisation  of  capital. 

3091.  You  are  not  compelled  to  set  that  aside,  but 
a prudent  man  would  do  it? — You  are  compelled  by 
every  law  of  prudence  and  business  to  set  it  aside.  If 
you  contend  that  that  amount  which  is  set  aside  for 
amortisation  is  a real  profit  and  should  pay  Income 
Tax,  then  if  you  buy  a shillingsworth  of  apples  and 
sell  them  for  12  pence  you  have  made  100  per  cent, 
profit;  that  is  the  rcductio  ad  absurdum,  it  seems  to 
me. 

3092.  Mr.  Kerly:  May  I assist  the  witness,  as  I 
think  I can  ? Take  this  example  : Your  Rio  Company 
starts  with  £100,000  capital.  It  spends  that  £100,000 
in  making  drains  and  connections  and  other  things, 
and  at  the  end  of  the  time  it  has  neither  got  its 
£100,000  nor  has  it  got  the  things  that  it  made  with 
it? — That  is  so. 

3093.  If  you  take  the  whole  of  its  income  as  income, 
then  you  have  divided  that  £100,000  up  in  repaying 
to  itself  and  paid  tax  upon  that  as  if  it  was  profit; 
that  is  your  complaint? — It  is;  you  are  paying  on 
your  capital  as  well  as  your  income. 


3094.  Mr.  Marks : You  distinguish  between  such  a 
thing  as  your  Rio  Improvements  Company  and  one  of 
your  nitrate  companies,  do  you  not? — I put  them  into 
separate  categories,  because  they  seem  to  fall  naturally 
into  separate  categories.  One  deals  with  mineral 
deposits. 

3095.  In  this  way,  for  instance,  you  did  not  give 
the  city  of  Rio  any  sum  for  this  concession? — No. 

3096.  But  you  agreed  to  pay  them  certain  amounts? 
— Agreed  to  hand  over  the  property  at  the  end  of  it. 

3097.  Nothing  else  than  that? — I think  not.  It  is 
a long  time  ago  since  it  was  Btarted,  but  I do  not 
think  so. 

3098.  And  you  wish  to  establish  some  sort  of  analogy 
between  a transaction  of  that  kind  and  a transaction 
similar  to  that  by  which  the  Indian  Government  pur- 
chased the  Indian  railways? — Do  you  mean  the  “ A ” 
and  “ B ” debentures  ? 

3099.  The  annuities  in  which,  as  you  know,  the 
part  which  represents  capital  is  exempted  from  Income 
Tax? — Yes. 

3100.  That  was  on  the  principle,  I believe,  that  it 
was  the  repayment  of  a debt  by  instalments  ? — I think 
it  was. 

3101.  That  does  not  apply  to  your  case  unless  you 
can  regard  the  shareholders  as  your  creditors? — No, 
perhaps  it  does  not — I do  not  know. 

3102.  There  is  a distinction  in  principle.  What 
you  really  want  to  introduce  is  a new  principle  al- 
together?— Of  taxing  profits  and  profits  only;  that  is 
what  I want  to  do. 

3103.  I will  leave  that  for  the  moment.  On  the 
question  of  the  nitrate  companies  how  would  you 
go  about  the  purchase  of  a nitrate  deposit  and  form- 
ing a company  to  work  it?  Perhaps  you  will  correct 
me  if  I am  wrong ; would  you  not  proceed  in  this 
way,  you  would  estimate  the  contents  of  the  ground, 
then  you  would  estimate  the  cost  of  winning  those 
contents ; it  might  be  an  annual  cost  or  a lump  sum 
cost;  then  having  estimated  the  total  life  of  the  pro- 
perty you  would  have  got  either  a lump  sum  or  an 
annual  sum  which  would  be  repaid  out  of  the  esti- 
mated profits.  Then  I should  do  it  in  this  way ;;  I 
should  say  to  myself:  “ all  those  profits  are  going  to 
be  liable  to  Income  Tax ; I must  consider  what  rate  of 
tax  is  likely  to  prevail  during  the  life  of  this 
deposit,”  and  then  fix  the  purchase  price  having 
regard  to  all  the  incidents  to  which  I was  subject? — 
Yes. 

3104.  So  that  really,  as  a matter  of  bargaining,  it 
would  depend  whether  or  not  the  vendor  of  the 
nitrate  deposit  was  prepared  to  accept  your  price,  in 
which  price  you  have  already  made  an  allowance  for 
the  fact  that  the  whole  of  the  profits  are  to  be  taxed, 
would  it  not? — Yes. 

3105.  So  that  really  there  is  no  grievance  at  all 
as  between  you  and  him? — Who  is  “ him  ”? 

3106.  The  vendor?— No,  there  is  no  grievance— 


:ertainly  not. 

3107.  It  is  a well  understood  bargain  on  both  sides, 
md  you  have  given  only  such  a price  as  after  deduc- 
:ion  of  tax  on  the  whole  of  your  profits  it  would 
oay  you  to  give  ?— Certainly  you  would  offer  that, 
ao  doubt.  There  is  no  quarrel  with  the  vendor 
>bviously. 

3108.  I was  only  looking  at  it  as  a matter  of  bar- 
gain. I am  looking  at  it  entirely  from  your  point 
if  view.  Does  not  that  rather  imply  that  to  the 
ixtent,  at  any  rate,  to  which  you  have  a grievance 
in  regard  to  existing  companies,  it  is  only  a question 
if  the  amount  of  the  tax  and  not  the  fact  that  part 
if  it  is  imposed  on  what  you  consider  capital?— 1 do 
not  follow  you,  because  we  have  no  quarrel  at  all 
with  the  vendor. 

3109.  No,  leave  that  out?— What  I am  contending 
is  this,  if  you  buy  Consols  or  War  Loan  you  get 
your  5 per  cent. ; there  are  no  charges  against  them 
at  all  and  you  have  not  got  to  amortise  them  at  all. 
If  you  put  your  money  into  a nitrate  mine  you  have 
to  write  off  the  whole  of  the  capital  you  put  m before 
you  can  show  any  profit  at  all. 

3110.  Mv  point  is  this,  that  the  whole  of  that 

capital,  or  the  amount  of  that  capital,  has  beer 
decided  by  considerations  which  include  the  consiclera 
j.: Hint.  the  whole  of  what  you  get  out 
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of  ,tbe  Property  is  taxed?— My  point  is  that  it  should 
not  be  so,  and  that  the  British  Government  is  actino- 
inequitably  m forcing  people  to  make  that  calculation 
Ine  effect  of  having  to  make  those  deductions  in  your 
calculation  is  that  you  are  putting  them  to  a very 
grave  disadvantage  as  compared  with  other  people 
who  have  not  got  to  do  it. 

3111.  That  is  the  point  I was  coming  to.  Then  it  is 
realiy  the  fact  that  it  is  the  high  rate  of  the  tax  which, 
it  it  does  not  introduce,  emphasizes  your  grievance?— 
It  emphasizes  it  undoubtedly. 

3112.  And  so  far  as  there  is  a grievance,  not  an  in- 
justice, it  is  due  to  the  fact  that  you  under-estimated 
the  probable  tax  that  you  would  have  to  pay  when  you 
bought  these  deposits? — No,  the  grievance  is  exactly 
the  same,  only  it  is  more  onerous  now  than  it  was.  I 
have  felt  it  a grievance  for  the  last  20  years,  and  I 
have  been  struggling  against  it  with  Income  Tax 
below  Is.  in  the  £,  because  it  is  unjust  to  my  mind. 

3113.  I cannot  see  that  you  have  a real  grievance  in 
regard  to  the  transactions  which  were  made  with  your 
eyes  open.  You  have  given  a price,  I understand,  for 
your  nitrate  deposits  which  has  already  taken  into 
account  the  fact  that  you  are  going  to  be  taxed  on  the 
whole  of  the  profits  derived  from  those  deposits  ?— I 
am  afraid  I cannot  agree  with  you. 

3114.  Mr.  Birley:  I was  going  to  ask  in  a case  like 
tAe  one  you  have  mentioned,  would  you  not  pay  a 
smaller  price,  or  look  for  a bigger  rate  of  profit, 
because  of  the  money  you  would  have  to  lay  by  to  re- 
imburse your  capital?— Yes. 

3115.  That  being  the  case,  the  only  hardship  is  that 
the  rate  of  Income  Tax  is  higher  than  you  had  antici- 
pated when  you  launched  that  enterprise?— But  what 
I contend  is,  that  the  action  of  the  Government  has 
been  unjust  all  through.  It  is  quite  true  that  we 
nave  to  take  it  into  account. 

3116.  You  knew  that  it  was  there,  and  you  calcu- 

lated accordingly,  surely,  as  a prudent  business  man 
would  calculate? — Yes.  Of  course,  we  did  not  expect 
Armageddon  and  6s.  in  the  £.  1 

3117.  It  comes  back  to  that  every  time ; the  tax  has 

become  much  bigger  than  ever  you  anticipated?— Tt 
bas  become  almost  unbearable  now,  but  the  injustice  is 
the  same.  J 

3118.  Mr.  McLintock : I was  going  to  put  the  same 
pomt  in  another  form.  You  show  £100  capital  in- 
vested  in  the  purchase  of  concessions  or  deposits,  and 
you  budget  on  20  per  cent,  of  your  money  coming  in  to 

83h*aw  m PrmWar  AyS  you  Paid  1 Per  ^nt.  of 
Britjsh  Income  Tax  at  Is.,  and  had  19  per  cent.  left. 

fii  7r?'hlch  you  P™vlded  for  amortisation,  and  that 
still  left  you  a very  handsome  return  on  vour  capital. 

suggest  that  it  is  only  the  higher  rate  of  tax  that 
constitutes  the  grievance  to-day  ?-I  am  sorrv  to  sav  I 
entirely  disagree  with  you. 

, If  yo"  compare  it  with  Consols,  as  you  did,  you 
talk  about  a 5 per  cent,  return  ; that  is  in  war  time  • 
m P^®-war  days  you  got  3 per  cent.?— Yes. 

, Jf 120-  1 take  **  t,hese  “"cessions  you  always  look 
Certainly7  hlgher  return  than  3 per  cent.?— 

will' ntZ  l Ptw  1 ? t0°  bigh  in  suggesting  even 

Jh  +*'^77  r mnre  than  7otl  set;  T do  not 
know  what  you  look  for. 


3122.  You  made  another  suggestion.  You  thought 
that  the  Government  should  encourage  the  setting 
aside  of  larger  sums  for  depreciation  ?— Yes. 

3123.  Have  you  considered  where  that  would  lead 
to  from  a Revenue  point  of  view  if  every  trader  was 
allowed  to  set  aside  whatever  he  liked  for  deprecia- 
tion?— I do  not  say  whatever  he  liked.  If  the 
Revenue  officials  felt  it  was  too  much  they  could 
show  that  it  was  too  much. 

3124.  I thought  you  were  advocating  as  a general 
principle  that  it  was  desirable  to  encourage  tho 
setting  aside  for  depreciation  ? — As  a general  prin- 
ciple I think  it  is  desirable  that  people  should  b« 
encouraged  to  be  prudent. 

3125.  You  appreciate  that  the  taxpayer  would  wieh 
to  set  aside  probably  the  whole  of  his  profits  bar  his 
actual  dividend?— It  certainly  is  not  my  experience 
of  companies  or  directors  that  they  do  that. 

3126.  Sir  J.  IIo rmood-B, inner:  I have  only  one 
question  and  that  concerns  your  reference  to'  Lord 
Justice  Moulton  and  the  law.  Is  it  not  the  fact 
that  if  you  dealt  with  your  property  for  Income  Tax 
purposes  without  providing  for  wasting  capital  the 
result  would  be  that  you  would  be,  at  the  end  of  the 
period  when  the  wasting  capital  was  terminated,  in 
the  position  of  having  paid  good  dividends  but  would 
have  not  a penny  piece  to  return  to  your  shareholders 
Yes  6 Shap6  °f  capital  whi°h  they  had  expended?— 

3127.  And  that  being  so,  would  not  the  directors 
of  the  company  and  the  auditors  be  liable  to  be 
attacked  by  the  Official  Receiver  and  by  the  share- 
holders and  brought  before  the  judges  for  having 
paid  dividends  not  out  of  true  profits?— I should 
think  they  would  be  unless  they  made  it  perfectly 
clear  to  the  shareholders  that  they  were  paying  away 
their  capital  m the  form  of  dividend. 

3128.  Shareholders  unfortunately  do  not  remember 
that  until  the  end,  when  they  have  got  no  money  to 

dirSI6’  andi  th7  they  bring  actions  against  the 
directors  and.  auditors  for  having  permitted  the  pav- 
ments  of  dividends  out  of  unearned  profits  without 
making  provision  ?— Yes. 

3129.  So  that  there  is  a difference  in  the  position 
between  the  Income  Tax  profits  and  the  true  profits  • 
a prudent  business  man  would  carry  on  his  business 

nl  °,gl™  a ^sonable  return  in  dividend  and  the 
capital  back  to  his  shareholders  ?— That  is  so— a very 
S'!  Bdi!ferere;  f prudent  man  tries  to  give  his 
SSdend  ! +&<X  ?lf  °apital  aS  Wel1  as  a reasonable 
m!Sd ’ )Uti  t],le  ,Income  Tax  computation  would 
give  them  a high  dividend  but  leave  no  caDital  tn 
present  to  them  at  the  end  of  the  period  P * 
dI30.  The  statutory  profits  are  not  profits  at  all- 
they  are  purely  imaginary  profits  to  some  extent?— 

3131.  Mr.  Kerly:  We  are  much  obliged  to  you  Of 

mucTmore7? llllkn+°'V’  "’G  &re  going  into  the  "latter 
much  more  fully  to-morrow  with  Mr.  Leake  so  we 

vmTVnIy  tro.ubl,ed  -y?n  on  the  matter  about  which 
company.  SPGCI  kn°wledge>  tbat  is  to  say  the  foreign 
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SIXTH  DAY, 

Thursday,  5th  June,  1919. 


Present  : 


Sir  T.  P.  WHITTAKER. 

Mr.  BOWERMAN. 

Mr.  BRACE. 

Sir  E.  E.  NOTT-BOWER. 

Sir  J.  S.  HARMOOD-BANNER. 
Sir  W.  TROWER. 

Mr.  WARREN  FISHER. 

Mr.  ARMIT AGE-SMITH. 


Mr.  KERLY  (in  the  Chair). 

Mr.  BIRLEY. 

Mr.  WALKER  CLARK. 
Mr.  HILL. 

Mrs.  KNOWLES. 

Mr.  McLINTOCK. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 

Professor  PIGOTJ. 


Mr.  Roger  N.  Carter,  F.C.A.,  Author  of 

The  witness  handed  in  the  following  statement  as  his 
evidence-in-chief : — 

3132.  (1)  It  may  be  doubtful  whether  any  system  of 
Inoome  Tax  can*  be  devised  which  will  enable  the 
average  man  to  compute  his  liability  correctly  without 
professional  assistance.  It  is,  however,  probably  com- 
mon ground  that  the  complications  at  present  existing 
render  it  almost  impossible  for  anyone  but  a profes- 
sional man  of  considerable  experience  correctly  to 
compute  any  liability  except  in  the  very  simplest  cases. 
This  arises  from  the  fact  that  as  the  tax  has  risen, 
pressure  has  been  brought  for  exceptional  treatment 
to  meet  cases  of  hardship,  and  the  main  principles 
have  been  drowned  in  a sea  of  exceptions  amd  conces- 
sions. In  particular  the  payment  of  War  Loan 
interest  in  full  has  made  for  increased  complications. 

3133.  (2)  Perhaps  with  the  exception  of — 

(a)  The  charge  on  the  gross  income  of  a wasting 

asset,  and  . 

(b)  The  charge  in  the  case  of  a Life  Insurance 

business,  &c.,  on  interest,  though  that 
amount  may  be  greatly  in  excess  of  profit, 

I do  not  know  that  I would  suggest  there  are  a'ny 
glaring  anomalies  in  the  Acts. 

3134.  (3)  What  one  would  urge  is  simplification, 
and  the  following  notes  are  directed  to  that  point. 
I have  not  gone  into  illustration  in  figures,  as  I think 
my  points  will  be  readily  appreciated  by  the  Commis- 
sion I have  endeavoured  to  take  a judicial  view  of 
what  would  be  fair,  ignoring  the  fact  that  present 
complications  force  all  Inoome  Tax  work  into  profes- 
sional channels. 

“ Free  of  Income  Tax." 

3135  (4)  The  payment  of  salaries  (including  direc- 
tors’ fees),  interest  and  dividends,  &c  “ free  of 
Inoome  Tax,”  should  be  prohibited  by  Statute,  except 
perha'ps  in  the  oase  of  ordinary  dividends.  Each 
person  should  bear  his  own  tax,  and  where  necessary 
salaries  should  be  increased  accordingly.  An  ordinary 
dividend  is  different  from  any  other  payment  as  the 
balance  of  profit  belongs  to  the  ordinary  shareholder 
in  a'ny  case-but  even  if  an  ordinary  dividend  free 
of  tax  ” be  permitted  it  should  be  made  compulsory  to 
state  what  full  dividend  was  represented  thereby. 


1 Murray  & Carter’s  Guide  to  Income  Tax  Practice,’ 
examined. 


called  and 


Three  years'  average  or  preceding  year. 

3136.  (5)  The  difficulty  caused  by  the  three  years’ 
average  is  that  the  amount  upon  which  tax  is  being 
paid  does  not  bear  any  relation  to  the  profit  being 
made.  This  has  given  rise  to  sec.  133  (revived  during 
the  war)  (now  s.  43  of  the  I.T.  Act.  1918)  and  to 
see.  29  of  the  Act  of  1916  (now  s.  44  of  the  1. 1.  Act, 
1918).  For  neither  of  these  concessions  does  there 
seem  to  be  any  valid  ground  except  sentimentally. 

The  profit  of  the  year  would  obviously  be  the  perfect 
theoretical  basis,  but  to  institute  such  a system  would 
mean  either:  — 

(a)  to  drop  taxation  for  a year  awaiting  the 

result  of  the  trading,  or 

(b)  to  have  an  estimated  assessment  each  year, 

which  would  mean  adjustment  at  the  end 
of  year  in  every  case. 

The  objections  to  either  method  seem  insuperable. 

If  the  preceding  year  be  taken  universally,  all  need 
for  the  above  concessions  would  disappear  If  this  is 
considered  impossible,  the  Crown  should  ^e  protected 
by  some  provision  such  as  is  contained  in  the  Act  of 
1890,  to  prevent  a person  getting  the  benefit  tw  ee 
over!  Losses  could  be  carried  forward  against  future 
profits  (as  is  now  the  case  with  unexhausted  deprecia- 
tion). In  the  case  of  a person  having.  t^ed  income 
a’nd  making  a loss  m business  he  might  Eav^the 
option  of  recovery  of  tax  on  the  loss  as  is  at  present 
the  case  under  the  old  Act  of  1890. 

“ One  man  one  charge.” 

3I137  (6)  Tie  present  system  of  charge,  except  to  a 
man  who  d liable  to  tax  at  the  full  rate,  is complicated 
Cnd  words.  As  an  illustration  .take  the  case  oi 
person  who  has  property  in  various  parishes.  No 
notice  is  served  upon  him  indicating  the  properties .out 
of  which  allowances  are  made  to  him. 
perhaps  exempted  "on  acount  of  abatement  —the 
balance  of  abatement  and  some  ' relief  ^ 

other— and  for  another  he  receives  a de™an“  ™r,  * 
sum  of  money  from  which  is  a mystic  j^Iis 

“ U I.R,”  without  the  slightest  explanation.  All  this 
has  to  be  done  between  the  various  District  S^veyo 
and  it  would  seem  simpler  even  to  them  t0  ’ 

one  district,  and  to  send  a Demand  Note  stating  how 
the  a'mount  was  arrived  at. 
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There  would  seem  to  be  no  objection  to  assessments 
being  made  in  the  parish  where  the  business,  &c.,  is 
carried  on  or  where  the  property  is  situated.  My 
point  is  that  there  should  be  one  statement  showing 
total  liability  and  all  deductions.  Collection  might  of 
course  be  by  instalments. 

Separate  assessment  for  partners. 

3138.  (7)  The  separate  assessment  of  partners  is  a 

matter  which  should  undoubtedly  have  attention.  As 
a matter  of  administration  a computation  has  first  to 
be  made  as  if  there  were  separate  assessments,  and 
then  the  result  is  aggregated,  leaving  that  aggregation 
to  be  separated  again.  Even  in  these  days  there  is 
supposed  to  be  something  private  about  a man’s 
total  income,  but  the  present  system  gives  every  part- 
ner  exact  knowledge  of  the  finances  of  his  co-partners 
a highly  objectional  thing.  If  it  is  suggested  that  the 
Revenue  might  make  bad  debts  by  having  to  collect 
from  individuals,  this  could  be  covered  by  an  assess- 
ment on  “ A.B.  & Co.,  for  account  A,”  “ A B & Co 
for  account  B.”  ’’ 

Income  of  husband  and  ioife  as  one  income. 

3139.  (8)  Since  the  incomes  of  husband  and  wife 
essentially  form  one  fund  there  does  not  seem  to  be 
a'ny  unfairness  in  requiring  them  to  be  aggregated  for 
Income  las  purposes,  particularly  as  where  the  wife 
bas  earnings  these  are.  treated  as  a separate  income. 

1 he  system  of  taking  the  wife’s  “ unearned  ” income 
as  being  the  husband’s,  is  inconsistent,  but  probably 
necessary  to  guard  against  a division  between  husband 
and  wife  of  the  unearned  income  of  the  husband. 
Were  the  two  incomes  treated  as  separate  for  all  pur- 
poses,  the  relief  afforded  would  operate  mostly  to  the 
relief  of  people  of  considerable  means.  The  demand 
would  be  more  appropriately  met  by  an  increase  in 
tne  wife  allowance. 

“ Earned  ” and  “ unearned  ” incomes. 

3140.  (9)  The  differentiation  between  “ earned  ” 
and  unearned  ” income  appear®  to  me  to  be  sound 
It  can  scarcely  be  denied  that  a family  with  any 
mcome  which  will  continue  after  death  is  infinitely 
better  off  than  one  with  an  income  which  will  cease  at 
aeatb—and  can  consequently  afford  to  bear  more  tax 
It  is  the  sounder  as  it  ceases  at  £2,500. 

I have  not  formulated  any  suggestion  for  altera- 
tion of  the  present  scale  of  tax,  but  the  rise  is  per- 
f,ap,s  ^ eei?  m ‘f16  1<>wer  scalss  of  Income.  The  fact 

that  Estate  Duty  is  payable  on  the  death  of  a person 
with  investment  mcome  does  not  equalise  matters, 
lo  take  one  concrete  case,  contrast  an  income  of  £700 
earned  with  one  of  £600  earned,  and  £100  from  £2  000 
investments  At  present  rates  the  latter  only 
pays  9d.  in  the  £ on  £100  (£3  15s.  Od.)  more  than  the 
■+i?  jt"i  whereas  his  family  on  his  death  will  be  left 

leffc1  penniless.  ^ «»  *■»—  being 


ho  is  paying  a much  greater  tax  (say)  on  each  sue- 
ceeding  £500.  The  general  idea  of  an  increased  tax 
on  each  succeeding  amount  appears  to  me  to  be 
eminently  sound. 

'taking  round  figures  for  the  purpose  of  illustration 
it  would  be  simple  that  £100  should  pay  Nil. 
the  next  £500  should  pay  2s.  in  the  £ = £50 
„ „ £500  „ „ 2s.  6d.  „ £ = 

£62  10s.  Od. 

and'  so  on  (as  in  Super-tax),  so  that  a scale  could 
i eadily  be  drawn  of  the  tax  payable  on  any  given 
income,  but  that  would  exempt  a millionaire  on  the 
first  £100,  which  seems  both  trivial  and  inequitable. 
If,  however,  abatement  is  to  be  allowed  in  the  case  of 
large  incomes  it  should  come  in  that  way.  It  obvi- 
ously could  not  equitably  come  off  the  total  as  that 
might  exempt  £100  out  of  the  last  £10,000— and  at 
a very  high  rate. 

Total  income  for  aggregation  purposes. 

3143.  (12)  Great  confusion  at  present  exists 
through  the  income  for  aggregation  purposes  having 
to  be  declared  in  advance  where  “ relief  ” is  claimed 
off  the  tax  on  earned  or  Schedule  A income.  It 
would  help  towards  simplification  if  the  unearned 
mcome  of  the  previous  year  were' used  as  in  the  case 
of  Super-tax.  Provision  could  be  made  for  adjust- 
ment where  circumstances  change  materially— -as 
where  income  has  been  aggregated  which  has  ceased 
(not  a mere  falling  off  in  dividends). 

Profits  of  speculation. 

3144.  (13)  Theoretically  there  seems  no  reason  why 
the  profits  of  speculation  should  not  be  definitely 
charged,  though  one  sees  obvious  practical  diffi- 
culties  in  it.  If  profits  are  charged  loss  must 
of  necessity  be  allowed,  and  it  is  to  be  feared  that 
losses  would  be  declared  and  profits  concealed. 

Life  Insurance  and  financial  companies. 

3145.  (14)  As  mentioned  in  my  second'  paragraph, 
there  seems  no  justification  for  the  anomalous  position 
in  which  Life  Insurance  and  financial  companies  are 
placed,  viz.: — that  they  are  taxed  on  interest  (less 
expenses)  or  profit  whichever  is  the  greater.  This 
presumably  arises  from  the  charge  in  the  Acts  on 

Interest  ” as  such,  but  this  charge  should  not  in- 
clude interest  which  forms  part  of  the  gross  receipts 
of  a trading  company. 


Allowances  for  wife,  children  and  dependants. 

3141.  (10)  I am  in  favour  of  a continuance  of  the 
allowances  for  wife,  children  and  dependants,  but 

7,the/'°  should'  not  be  any  allowance  in  respect  of 
a child  u ho  has  an  income  which  is  available  for  its 
maintenance,  the  present  proposals  in  some  direc- 
tions for  an  allowance  for  education  of  children 
seems  also  unsound— any  such  allowance  would 
necessarily  have  to  be  uniform,  and  it  is  difficult  to 
see  where  it  would  end. 

Exemption  and  abatement. 

3142,  (11)  I am  opposed'  to  the  proposals  made  in 

lower  the  exemption  and  abatement 
limits.  Every  person  should  look  for  some  marnin  of 
“™e[  and  an  the  case  of  small  incomes  the  margin 

Tt  the?  TWy  T U”d  with  Pri“s  of  commodities 
at  their  present  level  this  seems  a singularly  in 

ImZ’S8  hIma  *°  seskuto  imP°se  greatly  increased 
Pax  on  them.  The  proposal  for  uni- 

f1I)°'Tance,s  irrespective  of  total  income,  and  a 
fvouH,  h6<1  ‘“Xi  th?  Principle  of  the  Super-tax), 
would  be  simple , but  it  does  not  seem  equitable  that 
a person  with  £10,000  per  annum  should  pay  the  same 
tax  on  the  first  £500  as  one  with  £500  only,  though 


Taxation  at  the  source. 

3146.  (15)  There  is  probably  little  doubt  that,  so 
far  as  the  taxpayer  is  concerned,  direct  assessment 
instead  of  taxation  at  the  source  would  bo  both  fair 
and  simple.  It  may  be,  however,  that  in  spite  of  the 
returns  which  the  Authorities  have  of  total  income, 
whether  furnished  for  the  purpose  of  abatement, 
relief,  of  Super-tax,  the  abandonment  of  the  present 
system  would  be  too  expensive  to  be  entertained,  and 
having  that  difficulty  in  view  I could  not  urge  the 
abandonment  of  the  present  system  if  the  Authorities 
feel  that  evasion  would  make  a serious  inroad  in  the 
yield  of  the  tax.  There  is  also  one  further  difficulty, 
namely,  the  tax  on  the  undistributed  profits  of  a com- 
pany. If  the  tax  were  only  levied  upon  the  divi- 
dends paid,  that  would  give  a very  considerable  and 
unfair  advantage  to  a limited  company  as  against  a 
private  concern.  If,  on  the  other  hand,  the  undistri- 
buted profits  were  taxed  some  difficulty  would  arise 
as  to  how  this  should  be  dealt  with  if  ever  they  came 
to  be  distributed  in  later  years. 

Other  points. 

31?7-  (16)  The  following  are  a few  other  points 
which  call  for  attention  : — 

(a)  Sch.  A receipt.  Tenant  should  be  compelled 

to  produce  receipt  on  claiming  from  land- 
lord'. 

(b)  Repairs  Sch.  A.  A more  liberal  allowance 

than  one-sixth  is  called  for,  probably 
graded  by  relation  to  rental. 

(c)  Sch.  D.  & Sch.  E.  No  valid  reason  seems  to 

exist  for  Sch.  E.  All  salaries  should  fall 
under  Sch  D. 
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(d)  Deductions.  A provision  is  required  for 

writing  off  expenses  of  a semi-capital 
nature,  e.g.,  expenses  of  purchase  of  pro- 
perty, underwriting  commission,  prelimi- 
nary expenses,  etc.,  now  regarded  as 
capital,  and  wholly  disallowed. 

(e)  Form  of  return.  Would  not  a more  simple 

form  be  suitable?  The  present  form  with 
instructions  is  too  full  for  a layman,  and 
useless  to  a professional  man. 

[This  concludes  the  evidence-in-chief .] 


or  possibly  only  once,  and  introducing  a bad  year  into 
the  average  possibly  four  times. 

3162.  Mr.  McLintoch:  Will  you  make  quite  clear 
that  that  is  only  a temporary  measure? — Yes,  but  I do 
not  think  even  that  principle  makes  any  difference,  and 
the  adjustment  when  the  actual  income  falls  below  the 
income  assessed  by  more  than  10  per  cent,  is  a per- 
manent thing. 

3163.  What  I mean  is  that  the  revival  of  the  old 
section  133  (section  43  of  the  new  Act)  is  not  part  of 
the  permanent  taxation  arrangements?— No,  that  is 
so. 


3148.  Mr.  Kerly : You  are  a chartered  accountant, 
and  you  practice  in  Manchester? — Yes. 

3149.  You  have  also  been  consulted  a good  deal  by 
other  accountants  in  regard  to  Income  Tax? — That  is 

so.  _ , 

3150.  And  you  are  in  the  position  of  an  expert  on 

that  matter? — Yes.  . 

3151.  You  have  published  a substantial  work  in 

which  you  consider  some  of  the  questions  we  have  to 
deal  with— “ Murray  and  Carter’s  Guide  to  Income 
Tax  Practice”? — Yes.  _ 

3152.  Was  that  founded  on  a previous  work  ot  Mr. 
Murray’s?— No,  it  was  always  “ Murray  and  Carter. 

3153.  You  are  a Commissioner,  I think? — No. 

3154.  Was  Mr.  Murray  a Commissioner  ?— Yes. 

3155.  Will  you  take  your  evidence  and  run  through 
the  main  points  of  it,  emphasizing  anything  you  think 
is  important,  and  then  you  will  be  examined  m the 
usual  way?— Yes.  Taking  the  first  head  “ free  of  In- 
come Tax,”  it  seems  to  me  that  the  Income  Tax  is  a 
national  burden  and  that  everybody  should  bear  his 
own  tax,  and  know  what  he  bears.  Furthermore,  all 
shareholders  voting  remuneration  to  directors  should 
know  what  they  are  voting.  At  the  present  moment 
they  vote  a given  sum  with  the  Income  Tax  attached 
to  it,  which,  of  course,  would  he  a varying  amount 
according  to  the  income  of  the  directors  ; this  seems  to 
my  mind  a most  objectionable  practice.  Further- 
more, where  you  have  dividends  paid  “ free  of  Income 
Tax  ” you  have  no  fair  comparison  of  the  position  be- 
tween various  companies.  One  company  is  said  to  pay 
10  per  cent,  and  another  10  per  cent. ; the  one  is  less 
tax,  and  the  other  “free  of  tax  consequently, 
the  one  is  more  than  one-tliird  greater  than  the  other. 

3156.  You  suggest  as  an  alternative  that  it  should 
he  compulsory  to  state  the  full  dividend? — That  would 
be  helpful  from  an  administrative  point  of  view.  bo 
far  as  an  ordinary  dividend  is  concerned  I would  not 
press  greatly  the  point  of  whether  it  should  be  free  cr 
not  because  in  any  event  the  balance  of  the  profit  does 
belong  to  the  ordinary  shareholders,  hut  the  complica- 
tions “at  present  existing  (particularly  where  there 
have  been  interim  dividends  paid)  when  one  has  to 
establish  claims  for  repayment  are  almost  beyond  the 
comprehension  of  the  expert,  let  alone  that  of  the 
ordinary  individual. 

3157.  You  do  not  deal  in  your  paper  with  the  ques- 
tion of  what  Income  Tax  should  he  deducted  from  the 
dividend  paid  in  a particular  year?— No. 

3158.  It  may  have  been  earned  three  years  earlier? 
—Such  as  arrears  of  preference  dividend? 

3159.  Yes?— No.  I think  that  would  depend  on  the 
legal  question  of  whether  a dividend  is  accruing  if 
there  are  no  profits. 

3160.  And  that  is  not  all;  there  are  other  complica- 
tions?— Yes. 

3161.  That  is  your  point  on  that.  Then  you  deal 
with  the  three  years’  average,  or  preceding  year? 
Yes.  So  far  as  our  profession  is  concerned,  of  course, 
the  three  years’  average  does  not  present  any  difficul- 
ties because  we  are  so  used  to  it,  except  in  respect  or 
the  endless  claims  for  adjustment  at  the  end  of  the 
year.  There  seems  to  my  mind  no  reason  for  these 
claims  if  one  is  paying  upon  a three  years’  average 
in  rotation,  so  that  in  a series  of  years  you  have  paid 
upon  the  entire  profits  made.  There  does  not  appear 
to  me  to  be  any  ground  for  the  concessions  that  are 
given  where  there  is  a falling  off  in  the  profit;  all 
those  concessions,  of  course,  are  greatly  against  the 
Revenue,  and  have  the  effect  of  dropping  out  a large 
year,  so  that  it  perhaps  only  comes  into  average  twice, 


3164.  Mr.  Kerly:  Then  you  suggest  taking  the  basis 
of  the  previous  year? — That  seems  really  to  be  the 
only  thing  to  do,  because  if  we  take  the  actual  year  we 
must  wait  till  the  end  of  the  year  before  we  do  any- 
thing. 

3165.  Then  there  is  the  tiding  over  difficulty,  pass- 
ing from  one  system  to  another  ? — That,  so  far  as  I 
can  judge,  might  be  met  by  a similar  provision  to  that 
which  is  in  operation  with  respect  -to  a business  which 
has  come  to  an  end,  namely,  a provision  perhaps  might 
be  made  when  the  change  is  taking  place  that  if  a 
person  had  paid  more  tax  in  the  past  three  years  than 
he  would  have  paid  if  he  had  been  assessed  on  the 
profit  of  the  previous  year  he  should  have  an  adjust- 
ment to  meet  the  difficulty. 

3166.  Will  you  just  elaborate  that  a little  more,  and 
give  me  an  example? — Supposing  you  say  I am  to  pay 
on  the  profit  of  last  year,  I say  that  it  is  a hardship  to 
me  because  it  is  a big  profit,  and  under  other  circum- 
stances would  have  come  into  average.  lou  might 
then  provide  a concession,  just  at  the  commencement, 
that  if  a person  could  show  that  in  the  last  three  years 
by  paying  on  the  average  he  had  paid  more  than  he 
would  have  paid  if  he  had  paid  on  the  profits  of  the 
preceding  year  he  might  be  entitled  to  repayment  ot 
the  difference,  and  then  start  afresh.  _ 

3167.  In  the  case  you  put  it  is  quite  true  that  tor 
this  year,  if  the  last  year  was  a good  one,  he  would 
pay  less  on  the  average  than  last  year,  but  then  the 
next  year,  and  the  year  after,  he  would  redress  the 
balance? — Yes,  there  must  be  cases  ot  dimculty 


iturally.  , „ ,,  ■,  _ 

3168  So  that  if  vou  made  an  allowance  the  tax- 
ryer  would  gain?— He  would  gain  just  momentarily. 

3169  He  would  gain  more  than  momentarily,  be- 
luse  he  would  only  pay  once  on  last  year  which  we 
=sume  to  be  a big  one,  and  against  that  he  would 
ave  some  allowances.  On  the  three  years  average  he 
ould  not  pay  on  the  whole  of  the  last  year  s income 
lis  year,  but  he  would  the  next  year  and  the  year 
fterwards,  when  it  came  into  the  average?— Yes,  but 
' YOU  put  the  previous  year  into  computation  for  this 
ear  I should  pay  on  that  big  year  in  the  current  year. 

3170  Yes,  I know ; it  is  only  a question  of  paying  a 

ttle  earlier;  it  is  not  a question  of  Paying  more?-! 
liink  you  are  bound  to  have  a little  difficulty  at  the 
bart,  but  unless  we  can  face  that  we  are  tied  to  the 
verage  for  ever.  , . . 

3171.  The  average  with  a rising  tax  and  rising 
.refits  has  been  all  to  the  benefit  of  the  taxpayer?— 

3172.  Then  you  suggest  losses  should  be  carried  for: 
i-ard  against  future  profits?— Yes. 

3173  That  is  a new  departure  altogether.— Well,  . 
hat,  I think,  would  be  necessary,  and  would  only 
ollow  the  same  principle  as  now  operates  with  respect 
o depreciation.  We  must  presumably  carry  forward 
ossesP  when  we  are  paying  on  separate  years,  exc^t 
lossibly  in  tho  case  whore  a man  has  a private  into  . 
chore  he  could  reclaim  at  once  and then  he : would l rat 
rant  to  carry  forward-as  under  the  old  Act  of  188U. 

3174.  Now  take  your  next  point,  paragraph  6: 

■ One  man  one  charge  ” ?-The  present  system,  n my 
ixperience,  and  particularly  with  small  people  leaves 
die  taxpayer  in  an  absolutely  hopeless  condition. 

‘ 3176.  Is  this  to  apply  to  Schedule  A?— To  every- - 
thing— to  all  the  tax  that  the  man  is  liable  for. 

3176.  How  does  it  apply  to  Schedule  “IS" 
Schedule  D a man  is  always  assessed  in  one  place. 

Yes  hut  possibly  he  is  entitled  to  reliefs,  and  Sche- 
dule D is  discharged  as  part  relief 
3177  Give  me  an  example  of  that , i do  not 
_A  man  with  a small  earned  income,  and  a compare- 
tively  large  unearned  income. 
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LDeri?d-ir°?  ProPerty  ? — Derived  either  from 
propei  ty  or  dividends. 

3179  On  his  earned  income  cannot  he  always  be 

Lham+hAhT  hl+S  bllSinelSs  is?— The  man  I speak  of 
but  tW  firsi5.111,stanc®>  charged  on  his  earned  income, 
but  that  is  discharged  as  part  relief.  He,  perhaps 
has  property  in  three  or  four  districts. 

3180.  That  is  Schedule  A? — Yes. 

Yef»  1 follow  that — Then  the  balance  of  his 
relief  is  allowed  off  the  various  properties  in  some 
«*°irn  pi.pto,,  and  tho  complication  is  the 
greater  that  in  my  experience  the  man  does  not 
receive  a discharge  credit  not  for  the  Schedule  A. 
SL*S  bchedulf  A is  wholly  discharged  as  part  relief 
the  matter  is  dropped,  and  you  do  not  hear  about  it 
at  all,  you  have  to  mate  inquiries  whether  that  has 
happened  or  not,  lvhich,  of  course,  is  a very  outstanding 
difficulty  in  repayment  claims. 

3182  How  do  you  propose  to  meet  it?— By  sending 
a dmcharge  credit  note— “ Assessment  so  much,  dis- 
charged as  part  relief.” 

3183.  So  that  would  act  as  a credit  when  he  had 
got  to  pay  elsewhere? — Yes. 

thSftwu  M°Lirlt°ck  \ I‘  might  he  all  handled 
sSS*!  ’ns  of„the  Surveyor  who  deals  with 
Schedule  D.— -If  it  all  came  through  one  office  then 

1 oio-ar\rV0Ui£  know  at  once  where  he  stands. 

318o.  Mr.  Kcrly.  I understand  it  is  possible,  if  a 
man  has  separate  businesses  in  different  places,  that 
he  should  be  assessed  under  Schedule  D in  more  than 
p ac?  5 ab  an-7  ,rate  ^ seems  to  be  possible  that 
even  under  Schedule  D a man  could  be  assessed  in 

+SPl+\C?S-“;It  W?uld  ,seem  to  rae  administra- 

tiveiy  thm  information  has  to  be  circulated  in  all  the 
districts  where  the  man  is  now  charged,  and  so  far 

CaVUdg,6  ^.would  be  J'ust  as  simple  for  the 
Revenue  to  make  him  one  debit  note  at  one  particular 
place  as  to  intimate  to  a particular  Surveyor  that  so 
qi  o«1S  rt0  dlscbarSed  off  one  property. 

In  effect  you  would  make  up  an  account  for 
each  taxpayer  somewhere? — Yes. 

3187.  That  I think  is  the  whole  of  paragraph  6 
unless  you  have  anything  to  add  ?-In-ff  dentally  there 
is  one  point  there  that  I think  should  have  attention  • 
at  the  present  time  if  the  relief  to  which  a person 
is  entitled  exceeds  the  amount  which  he  may  have 
to  pay,  under  Schedule  D for  instance,  no  informa- 
tloVs  glv;e"  lum  that  he  has  a claim  for  repay- 

1 hrl  f ° of.tM  *°  Pay  aad  I am  entithjd 
to  £30  by  relief  I receive  an  assesment  which  Bays: 
assessment  £20  relief  £20,”  and  there  is  an  em/of 
it— no  mention  of  a balance  which  you  are  entitled 
to  repayment  of  on  production  of  proper  vouchers 
Many  people  are  so  pleased  to  find  that  they  have 
■no?8  .*?  that  that  finishes  the  matter. 

3188.  Mr.  Brace-  The  trouble  of  applying  for  re- 
wffeaf  18  SU°h  thati  many  Pe°PIe  do  not  apply?— 

? 4o  lfCOTwe','™o40  “ot  to  that.  3 

3189.  Mr.  Kcrly  : Ihe  rule  of  the  common  law  that 
a debtor  must  seek  out  his  creditor  docs  not,  appar- 
ently, apply  to  the  Crown?— That  is  bo 

meet  fnf°’T  ,take  ,Pa™6raPb  7 = “ Separate  assess- 
ment foi  paitners.  You  suggest  that  there  should 
be  a separate  assessment  of  each  member  of  the  firm? 

Yes.  it  seems  to  me  that  administratively  there 
" ould  be  very  little  difficulty.  Separate  returns  are 
made,  that  is  to  say  the  forms  aro  filled  up  as  if 
for  separate  assessment  with  reliefs,  and  so  forth  ■ 
ttecaTcillafiiOTs  are  made,  and  then  they  are  all  added 
together  by  the  Surveyor.  They  come  back  to  the 
taxpayer  or  his  accountant,  without  any  intimation 
of  how  they  have  been  got  at,  and  then  they  have 
be  “rt,ed  on*  aR»>n.  We  have  separate  figures 
first  added  up  by  the  Surveyor,  and  then  sorted  out 
again  by  the  accountant.  That  administratively  is 
difficult,  and  to  my  mind  it  is  intensely  objectionable 
that  every  partner  should  know  to  within  a few 
pounds  what  his  partner’s  income  is. 

3191.  Sir  W.  Trower:  Is  that  the  practice  now  that 
a partnership  is  assessed  as  a whole? — Yes. 

3192.  I understand  the  Surveyor  of  Taxes  sends  to 

Partner>  or  assesses  each  partner?— No. 

3193.  He  does  in  some  cases;  I am  speaking  from 
personal  experience,  I get  separately  assessed.  I 
am  only  putting  it  to  you  to  illustrate  the  thing.  I 
do  as  a matter  of  fact  get  separately  assessed,  and 


my  partners  do  not  know  in  the  slightest  degree 
what  my  income  is — I never  saw  such  an  assessment 
in  my  experience. 

1 am.only  putting  to  you  that  it  is  not  only 
capable  of  being  done,  but  it  is  done. 

y,! ' KerlV  '•  **  your  special  privilege. 

319b.  {lu  W itness) : Then  you  suggest  that  the 
income  of  husband  and  wife  should  be  still  taken 
together  r — Y es. 

3197.  You  say  that  the  wife  can  be  separately 
assessed;  she  can  be  in  any  event? — Yes. 

3198.  But  she  can  only  pay  her  own  rate  apart 
a Ix jSband  where  the  joint  income  is  less  than 

±.oU(J  r And  where  she  has  earnings. 

“■  ,y.es>  »*?">  >*  i»  I'M-  own  earning? — Yes. 

3290.  Then  with  regard  to  earned  and  unearned 
incomes:  you  liavo  nothing  to  add  about  that  I 
1 thmk  the,'e  is  “btfiiag  to  add. 

3201.  Subject  to  anything  you  want  to  dwell  upon, 
it  seems  to  me  your  next  most  important  proposition 
is  paragraph  14:  “Life  Insurance  and  financial 
couipamcs.  Stop  if  you  want  to  dwell  on  anything 
else  before  you  get  there  ?-There  is  the  question  of 
aom  "Sgregation  purposes,  paragraph  12. 

3,-ffT  l’l  you  'vant  to  say  about  that?— The 

difficulty  of  that  is  that  a person  is  to-day,  so  to 
speak,  asked  to  say  what  his  unearned  income  will 
be  foi  the  current  year.  In  small  cases  probably  it 
does  not  vary  greatly,  but  even  ill  the  smallest  cases 

si  tora?].™^  ta\a  ,ew  Pou"ds  ■»»!»»  a con- 
nmto  1 ?‘,fferan0e'.  n,ld  fet-  ‘hough  lie  has  to  esti- 
mate what  lie  is  going  to  get,  the  true  basis  of  taxa- 
tion of  course,  is  wbat  he  actually  does  get.  The 
position  is  particularly  acute  in  the  case  of  a person 
whose  income  ,s  largely  derived  from  the  profits  of 

£1MT£2 m°T™ ' "‘Si*  may  Tary  by  ba"dtods- 

iiUU  £200,  £o00,  or  £400— and  unless  ive  have  an 

“s  iUffit  of  tm,  n6  ™dl°f  0V°ry  year’  'fbi°U'  of  “"toe, 
to  f tr™Ma  and  very  trying,  the  person  is  apt 

to  i lake  an  estimate  which  will  be  in  his  own  favour 
big  as  lie  can,  without  bringing  himself  into 
another  scale.  If  he  docs  not  get  so  much 
he  does  not  go  to  the  Surveyor  at  the  end  of  the 

ff6aheaniSay  Je  haS  had  *“  maab  relief;  but 
» lie  gets  more,  ot  course,  lie  is  very  fast  to  go 

much*  f'l  saytthat  llis  total  income  is  only  f0 
much,  and  he  wants  so  much  more  relief 

OlSfoJreitofty”1011  WHh  daim5'f01' 

320-f.  You  suggest  that  claims  for  relief  as  regards 
unearned  income  as  well  as  regards  earimd  S 

SptP-S,  baSiS  °f  tIle  previ0U8  year’s  actual 

th^TOUVsf* of  si)eouiatio" " 

3206.  What  have  you  got  to  say  about  Life 
Insurance  and  financial  companies?-  In  taxatiou  upon 
interest  we  apparently  ha£  no  principle  whate ve 

mbrnveSnam“e  “25?“  - tospe.kPwl,etlie,  the 
company  pays  on  anything  approaching  its  profits 

nCt’  cf lld  B,11'oly  tllat  oannot  bo  a sound  basis 
The  profits  presumaWy  must  be  less  than  tile  interest 
otheiwise  the  profit  is  selected  for  assessment, 

3207.  I suppose  you  would  say  tllat  where  a com 
pany  is  trading  in  investments  to  use  that  expression 
the  interest  should  be  treated  as  gross  profit?  Ye  ’ 
and  the  company  if  necessary  should  have  repayment 
if  it  hapjiens  to  have  suffered  too  much  by  deduction! 

3208  Then  in  your  paragraph  15  you  think  taxa 
tion  at  the  source  is  rightf-IVxation  at  the  ™urce  is 

would  sav  TaxqlrtWf  °r what  11,0  administration 
1Z ■ "V-  3 axation  by  direct  assessment  would  be 

better  1 loin  tile  point  of  view  of  the  taxpayer  if  it 
would  not  involve  loss  to  the  Revenue.  13  * ‘ 

3209.  Camlet  tho  two  things  he  combined,  and  have 
deduction  at  some  standard  rate  with  correction  by 
supplement  or  rebate  from  tile  personal  return?— 

™to  ft h™  fl  10Vt?  *5?  ri’lici‘7  by  it  at  any 

late  other  than  tho  highest  rate?  If  you  are  goinj 

to  nave  a great  many  people  who  have  got  to  paf 
additional  tax,  and  a great  many  others  who  have  got 
to  leccivc  something  back  again,  there  would  be  mfro 
complication  than  if  they  were  on  the  present  basis. 
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3210.  That  is  what  we  have  got  now,  treating  In- 
come Tax  and  Super-tax  as  one? — But  on  the  question 
of  repayment.  When  you  come  to  Super-tax  of 
course  all  question  of  assessment  is  simple. 

3211.  All  question  of  assessment  will  be  quite  simple 
when  you  have  got  the  return  from  each  taxpayer, 
will  it  not? — With  a deduction  at  the  source  at  some 
given  rate,  at  say  4s.  6d.  for  the  sake  of  argument? 

3212.  Yes. — I have  never  seen  it  worked  out  in 
figures,  and  I cannot  think  that  it  would  simplify 
matters  in  the  slightest  degree. 

3213.  Well  I will  not  ask  you  further  about  it  now. 
Then  your  other  points  are: — “ Schedule  A receipt. 
Tenant  should  be  compelled  to  produce  receipt  on 
claiming  from  landlord.”  That  is  the  existing  law, 
is  it  not? — No,  he  is  not  compelled  to  produce  it. 
That  case  went  to  the  Court  of  Appeal,  and  it  was 
held  that  he  need  not  produce  it.  How  he  was  to 
convince  the  landlord  the  judges  did  not  say,  but  it 
was  held  that  he  was  not  compelled  to  produce  it. 

3214.  I thought  it  was  an  express  provision  : you 
say  it  has  been  decided  the  other  way? — Yes. 

3215.  Mr.  Brace:  It  is  most  certainly  the  practice? 

Yes,  and  probably  there  is  not  one  person  in  a 

hundred  who  would  not  produce  it,  but  this  was  the 
hundredth  man,  and  he  said  he  would  not,  and  they 
went  to  the  Court  of  Appeal  and  the  judges  said  he 
need  not. 

3216.  Mr.  Kerly : I will  look  at  that  when  I have 
finished  with  you.  Then  what  is  your  suggestion  with 
regard  to  repairs — that  there  should  be  an  allowance 
corresponding  to  the  one-sixth? — Yes,  or  that  the 
actual  expenditure  of  the  year  should  be  allowed ; I 
should  think  a graduated  allowance,  corresponding 
to  the  one-sixth  but  graded  according  to  the  property. 

3217.  Graded? — Yes,  I mean  that  one-sixth  all 
round  for  every  class  of  property  is  obviously  unfair. 

3213.  Who  is  to  do  the  graduation?— -Well  I should 
think  people  like  a Surveyors'  Institute  would  make 
suggestions  which  could  be  approved  by  the  Board 
on  somewhat  the  same  principle  as  that  on  which 
depreciation  is  fixed. 

3219.  Some  sort  of  a scale;  property  in  class  A one- 
sixth,  class  B a quarter,  and  that  sort  of  thing? — Yes. 

3220.  Your  last  point  is  “ form  of  return  ” — unless 
you  want  to  say  anything  about  deductions? — No, 
there  is  nothing  very  much  on  that. 

3221.  How  could  you  get  a simpler  form  giving  all 
the  information  that  is  required;  if  you  can  do  that 
for  us  we  shall  be  much  obliged  to  you? — I do  not 
think  it  ought  to  be  impossible. 

3222.  How  would  it  be  for  you  to  submit  a form; 
will  you  do  that? — Yes. 

3223.  It  would  be  of  real  advantage  to  submit  a 
draft  form? — Yes. 

3224.  You  need  not  write  it  all  out  in  full ; we  would 
put  it  in  as  part  of  your  evidence? — My  difficulty  is 
rather  this  : We  are  familiar  with  the  people  who  come 
to  accountants.  The  net  result  is  that  the  whole  of 
the  forms  come  to  us  without  ever  being  looked  at. 
The  people  say:  ‘‘We  do  not  understand  anything 
about  it,”  and  we  have  a sheaf  of  literature  on  the 
desk — just  like  everybody  being  supplied  with  an 
encyclopaedia.  The  information  is  not  of  the  slightest 
use  to  the  man  who  is  employing  professional  assist- 
ance, because  it  is  not  wanted. 

3225.  What  about  the  man  rvho  does  not  employ  pro- 
fessional assistance? — I undertake  to  say  that  the 
man  who  does  not  employ  professional  assistance  does 
not  understand  the  form;  he  has  got  to  read  up  the 
Income  Tax  laws,  and  if  he  is  a man  who  has  no  pro- 
fessional assistance  he  could  not  possibly  come  to  a 
correct  conclusion. 

3226.  Would  you  give  no  information  then  on  the 
form  ? — You  might  say  he  could  have  a schedule  of  in- 
formation if  he  applied  for  it.  I may  be  wrong  in 
tin’s.  It  may  be  that  there  are  many  more  people  who 
fill  up  their  own  forms  than  I am  aware  of. 

3227.  I think  I know  a great  many  who  do  it,  and 
get  some  assistance  from  the  form.  If  you  submit  to 
us  a suggested  simplified  form  we  shall  be  much 
obliged? — I shall  be  very  pleased  to  try  that. 

3228.  Mr.  Brace  : It  is  the  simpler  form  that  in- 
terests me  much  more  than  anything  else  in  this 
gentleman’s  evidence,  because  it  is  at  present  very 
much  like  a Chinese  puzzle  to  me. 


3229.  Sir  J.  Harmood-Banner : You  and  I,  and 
another  member  here,  being  chartered  accountants, 
sympathize  a great  deal  with  what  you  put  before  us. 
The  first  statement  you  make  is  as  regards  wasting 
assets.  You  do  not  tell  us  here  at  all  what  you  suggest 
is  the  principle  upon  which  we  should  deal  with 
wasting  assets? — Well,  I rather  left  that  because  1 
knew  it  was  being  dealt  with  by  another  witness ; but 
as  a principle  surely  a person  should  not  have  to  pay 
on  something  which  is  not  income. 

3230.  That  is  to  say,  he  should  be  allowed  a charge 
for  decreased  value  of  capital? — Yes. 

3231.  Owing  either  to  term  of  life,  or  any  conditions 
whatever  upon  which  there  is  a limited  interest? — 
Yes. 

3232.  YTou  carry  that  to  capital  expenditure  on 
mines,  such  as  shafts  and  roadways,  and  all  the  ex- 
penditure which  is  now  charged  to  capital,  but  on 
which  there  is  no  allowance  for  wasting  asset? — Yes, 

I should  carry  it  right  through. 

3233.  So  that  a man  would  be  entitled  to  say  at  the 
end  of  the  period  that  he  had  not  only  paid  income, 
but  he  was  able  to  return  the  capital  which  the  in- 
vestor had  put  into  his  concern  in  the  first  instance  ? — 
Yes. 

3234.  On  what  basis  would  you  take  that,  on  an 
even  allowance  or  on  an  allowance  based  upon  an 
average,  or  upon  an  actuarial  valuation  of  what  a 
given  sum  would  return  with  capital  at  the  end  of  the 
period? — As  a matter  of  simplicity  I should  advocate 
an  even  sum.  You  have  the  even  sum  in  shipping  de- 
preciation, and  have  you  anything  very  much 
different  here? 

3235.  With  this  advantage  in  the  even  sum,  that 
coming  into  the  funds  of  the  company  any  interest 
earned  would  have  to  pay  Income  Tax,  of  course? — 
Yes. 

3236.  Practically,  I have  no  doubt  that  you  and  I 
agree  that  we  want  to  see  wasting  assets  properly  pro- 
tected?— Yes. 

3237.  Then  as  regards  the  charge  of  Life  Insurance 
companies,  I will  not  ask  you  any  question  about  that. 
I think  Mr.  Marks  is  here,  and  it  is  better  to  leave 
him  to  deal  with  that  particular  subject.  I see  you 
have  a very  strong  objection  to  payments  of  dividend 
or  remuneration  “ free  of  Income  Tax  ”? — Yes. 

3238.  Is  that  in  the  interests  of  the  State,  in  the 
interests  of  the  book-keeper  who  makes  up  the 
accounts,  or  in  whose  particular  interest  is  it  that  you 
have  that  objection? — As  a matter  of  certainty  rather 
than  anything  else. 

3239.  If  the  Board  of  Inland  Revenue  saw  no  objec- 
tion to  it  and  can  see  their  way  to  collect  the  Income 
Tax  which  arises  under  these  conditions  what  would 
you  say  as  regards  that?  If  the  Board  of  Inland 
Revenue  do  not  see  that  it  is  going  to  create  any  loss 
to  them,  what  would  you  say?— I still  think  that  if  a 
man  is  having  a salary  in  any  capacity  he  should  have 
a proper  salary,  not  that  he  should  have  £500  a year 
and  have  his  tax  paid,  but  that  he  should  have  £050 
if  necessary  and  pay  his  OAvn  tax. 

3240.  Does  not  that,  in  these  days  of  high  taxation, 
mean  that  you  must  at  once  put  up  a very  great 
number  of  salaries? — Yes. 

3241.  And  when  the  time  comes  that  salaries  come 
down  it  will  not  be  a very  easy  thing  to  say  to  a man 
whose  salary  you  put  up  from  £500  to  £1,000  a year 
because  of  this  taxation,  “ Now,  I am  going  to  reduce 
your  salary.”  It  is  a much  simpler  method  for  direc- 
tors and  managers  to  deal  with  it  by  saying  “ we  will 
pay  your  Income  Tax  instead  of  putting  up  your 
salary”? — No,  I do  not  agree  with  you.  It  is  a 
national  burden,  and  the  man  ought  to  know  what  ho 
is  paying.  He  does  not  care  now  what  the  Income  lax 
iS;  it  is  paid  for  him.  Government  money  may  ho 
wasted  as  much  as  anybody  likes  so  far  as  he  is  con- 
cerned. He  gets  his  £1,000  a year,  and  if  the  Income 
Tax  is  15s.  in  the  £ he  is  still  getting  his  £1,000. 

3242.  It  is  not  a matter  which  really  affects  this 
question  very  much,  is  it? — No. 

3243.  Because  directors  or  partners  in  a business 
can  put  this  straight  by  putting  up  salaries;  it  is 
really  a question  of  whether  in  their  discretion  it  is 
better  to  put  up  salaries  than  pay  a man  “ free  of 
Income  Tax  ”? — Yes. 
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■ no  difficulty  whatever  in  connection 

rffi  , 6 cdlcction  of  tax? — Of  course,  there  is  some 
difficulty  as  to  what  the  assessment  is  to  be.  What 
is  the  assessment  upon  a man  to-day  who  gets  £1,000 
free  of  tax  ’ ’ ? At  the  present  moment  the  Bystem  is 
to  assess  him  on  the  £1,000  plus  the  tax  that  was 
borne  last  year,  but  that  is  not  the  full  amount  of 
his  remuneration. 

3245.  The  Income  Tax  people  do  not  seem  to  think 
they  would  have  any  difficulty  in  collecting  the 
amount.  Then,  in  paragraph  5,  you  say  the  average 
should  be  abolished  and  the  ideal  scheme  would  be  to 
assess  the  actual  profits  of  the  year  of  assessment? — 
Yes. 


3246.  Would  not  that  rather  impose  a heavy  burden, 
that  is  to  say,  if  a man  has  three  years,  two  bad  and 

very  good,  and  then  he  has  a bad  year  again — 
if  he  pays  for  the  year  of  assessment  on  the  large 
profits  of  the  year  before,  he  has  to  pay  a high  tax 
when,  really,  he  is  not  making  a large  sum  of  money? 

3247.  Mr.  Kerly : He  should  have  put  it  aside. 

3248.  Sir  J.  Earmood-Banner : In  the  good  year? 

3249.  Mr.  Kerly : Yes. — That,  in  a sense,  is  one  of 
the  features  of  the  case,  that  a man  who  has  made  a 
profit  should  provide  the  tax  out  of  it  and  be  ready 
to  pay  upon  it. 

3250.  Sir  J.  Earmood-Banner : The  system  of 

averages  relieves  him  in  that  year,  but  you  say  the 
prudent  man  ought  to  put  it  on  one  side.  As  a matter 
ot  fact,  in  practical  business,  especially  in  a merchant’s 
business,  he  sometimes  gets  a seriously  bad  year,  and 
sometimes  even  fails  and  may  become  bankrupt  the 
next  year  after  a good  year,  and  then  he  has  to  pay 
his  Income  Tax  when  he  is  almost  on  the  margin  of 
bankruptcy? — Yes,  but  he  ought  to  provide  for  it  in 
the  previous  good  year. 

3251.  But  a good  year  is  swept  away  by  the  had 
year,  including  the  provision  which  Mr.  Kerly  thinks 
he  ought  to  make,  and  yet  he  has  the  Income  Tax  to 
pay  m a bad  year  in  respect  of  the  profits  of  a good 
year;  all  the  profits  having  been  swept  away  by  the 
losses  of  the  bad  year? — He  is  almost  in  the  same 
position  on  the  average.  He  may  have  three  o-00d 
years  and  then  a very  bad  one,  and  he  is  paying  on 
the  average  figure. 

3252.  Mr.  McLintock  : Does  not  he  pay  on  a three 
years’  average,  and  if  he  has  paid  too  much  he  gets 
the  difference  back? — Yes. 

3253.  Sir  J.  Earmood-Banner : In  paragraph  7 you 
advocate  that  partners  should  be  separately  assessed? 


32o4.  What  is  your  particular  ground  for  that?  It 
would  be  much  simpler  for  the  Income  Tax  authorities 
to  assess  a partnership  in  one  sum  and  leave  the  part- 
ners to  deal  with  it? — I do  not  think  it  can  he  simpler 
for  them,  because  they  first  make  a calculation  of  what 
each  partner  would  have  to  pay  if  he  were  separately 
assessed,  they  then  add  these  amounts  together  and 
say  the  firm  has  to  pay  so  much. 

3255.  Your  principal  difficulty  is  that  it  discloses 
to  one  partner  the  profits  made  by  another  ?— Yes. 

3256.  But  as  a matter  of  fact  do  partners  often 
olyect  to  the  fact  that  their  co-partners  should  know 
what  they  are  making  when  they  are  working 
together?— It  seems  to  me  highly  objectionable. 

3257.  Then  in  paragraph  13  you  deal  with  profits 
of  speculation.  Take,  for  instance,  a cotton  broking 
firm  doing  a profitable  business  and  paying  their 
Income  Tax  on  the  profits  of  the  business;  one  of  the 
partners  goes  in  for  private  speculation  in  cotton; 
that  does  not  come  into  the  profits  of  the  firm  and  he 
pays  no  Income  Tax  on  it? — No. 


3258.  It  is  not  only  cotton  but  sugar  also,  and  U 
has  been  particularly  rampant  during  this  war.  Can 
you  give  us  any  suggestion  whereby  we  could  brinp 
in  the  profits  of  these  speculations  so  that  they  should 
pay  Income  Tax  on  the  profits.  In  many  cases  a 
shipowner  buys  a ship  and  then  sells  it  and  makes 
big  profits.  It  is  no  part  of  his  business  as  a ship- 
owner and  he  comes  out  free  of  Income  Tax. 
Another  man  speculates  in  sugar  and  makes  a big 
profit.  How  can  you  get  at  him  in  order  to  make 
him  pay  Income  Tax  on  that?_The  difficulties  are 
probably  very  great,  but  would  it  not  be  partially 
met  by  a direct  provision  that  the  speculations  of  the 


man  who  was  carrying  them  on  in  the  way  of  his  own 
trade  should  be  chargeable? 

3259.  “ In  the  way  of  his  own  trade  ” — that  would 
be  a suggestion ; but  there  are  a good  many  men 
that  one  knows,  occupying  very  small  offices,  who  do 
a great  deal  in  this  way  and  never  pay  Income  Tax 
on  it.  Can  you  make  any  suggestion  by  which  we 
could  bring  those  people  in  for  payment  of  Income 
Tax  ? No,  I cannot  see  how  you  can  bring  those 
people  in,  but  you  would  rope  in  a good  many  by  a 
provision  that  profits  in  the  nature  of  a man’s  trade 
should  he  brought  into  computation.  That  would 
prevent  people  who  were  in  the  sugar  trade  from 
having  a venture  in  sugar  on  their  own  as  a specula- 
tion apart  from  the  business. 

3260.  It  would  not  prevent  a cotton  broker  who 
went  in  for  sugar?— No,  I do  not  think  that  you 
can  charge  such  a thing  as  that. 

3261.  That  it  would  be  wise  for  a man  always  to 
speculate  in  an  article  in  which  he  did  not  normally 
deal? — Probably  the  Revenue  would  not  want  to 
collect  tax  on  such  a thing  as  that.  Probably  there 
would  not  be  any  tax  for  the  Revenue  to  collect  on 
the  profits  of  a business  that  a man  knew  nothing 
about. 


_ — uvu  B.UU » . jjauueny  j.  siiuuia  say  irom 

experience  that  a good  deal  of  money  has  been  made 
in  that  way  ? — I take  it  that  if  you  are  charging  the 
profits  you  must  allow  the  losses,  and  I should  say 
that  the  losses  made  in  a business  that  a man  knows 
nothing  about  exceed  the  profits. 

3263.  That  is  prior  to  the  war  and  the  war 
profiteering.  You  say  here:  “ No  valid  reason  seems 
to  exist  for  Schedule  E.  All  salaries  should  fall 
under  Schedule  D ”? — Yes. 

3264.  What  is  your  reason  for  that?— At  present 
we  have  the  extreme  anomaly  that  if  you  have  two 
business  houses  each  with  a cashier,  drawing  the  same 
salary,  one  a limited  company  and  the  other  a 
partnership,  one  cashier  is  assessed  on  the  average 
and  the  other  on  the  actual  income  of  the  year  of 
assessment.  It  becomes  a mere  accident  what  the 
man’s  assessment  is,  and  it  seems  to  my  mind  there 
should  be  no  difference  between  the  two.  They  ought 
either  to  be  both  averaged  or  both  assessed  on  the 
year— or  the  previous  year  if  we  take  the  previous 
year. 

3265.  I was  rather  speaking  from  experience.  Is  it 
not  the  fact  that  by  treating  them  separately  a great 
number  of  charges  which  should  come  upon  businesses 
are  omitted;  that  is  to  say,  in  our  own  profession  of 
chartered  accountants  we  are  assessed  under  Schedule 
E on  the  full  amount  of  directors’  fees  and  trustees’ 
tees,  from  which  we  get  no  deduction  whatever?— I 
have  not  experienced  any  trouble  of  that  description. 

3266.  You  have  not  experienced  any  trouble  from 
people  who  have  not  been  able  to  obtain  deductions 
tor  expenses  in  connection  with  Schedule  EP— No;  so 
far  as  I know  it  is  not  the  practice  to  assess  an  auditor 
on  his  fees  under  Schedule  E. 

3267.  Trustees’  fees  and  directors’  fees  come  under 
Schedule  E ? — Yes,  the  director’s  fee,  of  course,  is  per- 
SOqo«Q  loses  his  travelling  expenses ; that  is  all. 

5-68.  Ihey  do  not  always  allow  those?— No;  I sav 
ne  loses  them. 

3269  Whereas  if  everything  was  brought  under 
Schedule  D he  would  bring  them  into  his  general 
receipts  and  his  expenses  would  go  against  them?— I 
am  thinking  of  ordinary  salaries  rather  than  of 
directors  salaries. 

3270.  Then  as  regards  repairs  under  Schedule  A ; a 
great  number  of  repairs  vary  as  to  whether  it  is  cot- 
tage property  or  farm  property,  and  so  on?— Yes. 

3271.  And  where  you  allow  a sixth,  in  many  cases  the 
repairs  are  very  much  less  ?— Sometimes,  yes. 

3272.  Would  that  he  met  in  any  way  except  by 
allowing  a proper  agreed  statement  of  the  actual  ex- 
penditure incurred  to  be  met  by  an  average  allowance? 

It  might  be  met  by  an  option  to  deduct  the  actual 
cost  of  repairs.  It  might  be  made  a fourth  or  an 
option,  but  of  course  if  there  is  an  option  it  must  not 
be  constantly  changed.  The  man  must  give  notice 
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that  he  is  going  to  act  on  the  actual  repairs  for  all 
time. 

3273.  Either  on  average  or  on  an  absolute  statement 
of  the  expenditure? — Yes,  starting  with  a standard. 
Take  a fourth,  for  the  sake  of  argument,  if  he  agrees 
to  adopt  that. 

3274.  As  regards  deductions  made  for  charges  of  a 
capital  nature  arising  on  a question  of  purchase,  and 
preliminary  expenses,  which  are  now  regarded  as 
capital,  you  think  those  should  be  allowed  to  be 
written  ofE  over  a number  of  years? — Yes. 

3275.  Mr.  McLintock  : On  the  “ free  of  tax  ” ques- 
tion there  is  one  point  you  did  not  mention.  Take 
two  officials  of  a company  each  getting  £500  a year 
and  having  the  tax  paid  for  them ; one  man  has  a wife 
with  a substantial  income.  That  makes  it  even  more 
unfair.  I mean  the  company  have  to  pay  a higher 
rate  of  tax  for  A,  because  his  wife  has  an  income,  as 
compared  with  B,  whose  wife  has  none,  and  the  com- 
pany pay  them  both  the  same  salary  ? — Yes. 

3276.  You  might  explain  with  regard  to  directors’ 
fees.  The  practice  now  is  to  add  on  the  tax  to  the 
actual  fees  paid  to  arrive  at  the  total  fee  ? — The  actual 
tax  paid  last  year. 

3277.  That  is  to  say,  suppose  a fee  is  £600  a year 
and  the  tax  is  5s.,  it  becomes  £800.  The  tax  that  has 
to  be  paid  is  not  the  tax  on  £600,  but  the  tax  on  £800  ? 
— The  fee  is  not  taken  in  that  way,  in  my  experience. 
The  fee  is  taken  at  the  £600  which  he  is  going  to  have 
this  year,  and  to  that  is  added  the  tax  which  was  paid 
on  that  fee  last  year. 

3278.  We  will  say  that  is  5s.  in  the  £.  What  do 
they  tax  on?  What  is  the  total  sum  on  which  tax  is 
charged  ? — £600  and  a fourth ; that  is  £750. 

3279.  Then  when  a fee  is  declared  of  so  much  “ free 
of  tax  ” it  is  not  that  fee  on  which  tax  is  paid,  but  a 
higher  sum? — Yes. 

3280.  I do  not  know  what  your  view  is  of  that 
aspect  of  it.  The  shaTeholders  pass  a resolution  with 
their  eyes  open,  a fee  of  so  much  “ free  of  tax,”  and 
it  is  a different  fee  on  which  the  tax  is  paid — a higher 
fee.  Is  not  that  so? — Yes. 

3281.  The  tax  is  paid  on  £750,  whereas  the  share- 
holders have  only  voted  £600  “free  of  tax”? — Yes, 
that  is  so. 

3282.  You  are  a'ware  that  at  present  there  are 
various  bases  for  arriving  at  the  assessment  for  the 
year.  Have  you  anything  to  say  as  to  why  there 
should  be  a continuance  of  the  present  system  of  the 
three  years’  average  for  one  business,  and  five  years’ 
for  another,  the  preceding  year  for  another,  and  the 
actual  year  for  another?  Do  you  see  any  advantage? 
. — -Nothing  whatever  to  support  it  that  I can  see, 
except  the  difficulty  of  getting  into  another  line. 

3283.  Mr.  Kerly:  Mr.  McLintock,  just  for  my  in- 
formation : I am  not  familiar  with  any  case  of  five 
years’  average. 

3284.  Mr.  McLintock : Collieries  are  all  on  the  five 
years’  average. 

3285.  Mr.  Kerly:  Thank  you.— There  does  not  seem 
to  have  been  any  reason  ivhy  it  should  have  been  so 
in  its  initiation ; that  is  the  way  to  put  it. 

3286.  Mr.  McLintock : There  is  no  reason  for  con- 
tinuing it? — No,  except  the  difficulty  that  arises  of 
getting  everybody  fair  on  the  opening  of  a new 
system. 

3287.  For  example,  collieries  are  taken  on  the 
profits  of  the  preceding  five  yeaTs? — Yes. 

3288.  With  the  ordinary  business  it  is  the  average 
profits  of  the  three  preceding  years? — Yes. 

3289.  Then  iron  works,  gas  works,  and  so  on,  are 
taken  on  the  profit  of  the  preceding  year?— Yes. 

3290.  Then  the  individual  who  is  drawing  a salary 
can  be  assessed  on  his  actual  income  in  the  year? — Yes, 
under  Schedule  E. 

3291.  Although  some  are  assessed  under  Schedule  E 
on  a three  years’  average  ? — Yes. 

3292.  And  either  they  or  the  Revenue  can  come 
along  and  substitute  the  actual  income  of  the  year  ? — 
Yes,  the  actual  income  of  the  year  is  no  doubt  the 
legal  basis  for  Schedule  E,  but  it  is  not  the  practice 
of  the  Revenue  to  disturb  an  established  rule. 


3293.  In  any  event  you  see  no  justification  for  con- 
tinuing the  present  system  of  assessing  trading  con- 
cerns on  three  different  bases? — None  whatever. 

3294.  You  made  a suggestion — I do  not  know 
whether  the  Chairman  and  you  were  not  a little  at 
cross  purposes — that  if  the  basis  is  now  changed,  either 
to  the  income  of  the  year  for  every  trading  concern, 
or  to  the  inoome  of  the  preceding  year  as  for  Super- tax 
at  present,  there  will  have  to  be  some  equitable  adjust- 
ment between  the  taxpayer  and  the  Revenue  when  the 
change  takes  place? — Yes. 

3295.  And  it  is  only  at  that  point  that  you  suggest 
adjustment? — Yes,  only  that. 

3296.  You  were  not  suggesting  adjustments  after 
the  change  takes  place? — No,  not  once  you  get  going. 

3297.  Then  you  go  straight  on  with  the  income 
either  of  the  preceding  year  or  of  the  year  itself? — 
Yes. 

3298.  On  this  question  of  having  big  profits  one 
year  and  smaller  profits  or  none  at  all  the  next  year, 
is  it  not  the  pratice  to-day,  in  your  experience,  that 
with  a higher  rate  of  tax  and  the  application  of  the 
average,  most  firms  actually  make  provision  for  the 
tax  at  the  current  rate  on  the  profits  of  the  year, 
against  which  they  charge  the  assessment  based  on  the 
three  years’  average? — No,  that  is  not  my  experience. 
My  experience  is,  to  provide  for  the  actual  tax 
assessed. 

3299.  Do  you  not  think  that  is  rather  risky  in  these 
days? — Well,  possibly.  The  legal  liability  is  provided 
for. 

3300.  But  I am  asking  you  if  it  is  not  within  your 
knowledge  that  the  practice  to-day  of  trading  concerns 
is  to  provide  for  the  tax  for  the  ensuing  year  in  that 
way?— No,  not  in  my  experience. 

3301.  You  think  it  is  quite  a proper  thing  to  do?— 
Yes. 

3302.  And  you  see  no  difficulty  in  such  a provision 
being  made  from  year  to  year? — No,  not  in  the  least. 

3303.  So  there  is  no  hardship  on  the  taxpayer  by 
asking  him  to  pay  on  the  profits  of  the  preceding 
year? — No. 

3304.  He  can  always  protect  himself  by  making  pro- 
vision?— Yes. 

3305.  On  the  question  of  “ one  man  one  charge,”  my 
experience  is  the  same  as  your  own.  The  firm  is  the 
unit  for  assessment  to-day? — Yes. 

3306.  Surveyors  will  not  assess  individual  partners 
even  if  you  ask  them  to? — I do  not  think  I have  ever 
asked  them,  because  the  Act  specifically  states  that 
they  shall  be  assessed  as  one. 

3307.  They  properly  refuse  to  assess  separately? — 
Yes. 

3308.  And  it  is  nothing  unusual  to  get  an  assessment 
notice  for  four  partners  with  four  different  rates  of 
tax  in  the  column  and  four  different  amounts? — That 
is  so. 

3309.  And,  as  each  partner  is  entitled  to  see  the 
notice,  he  at  once  knows  what  his  other  partners’  total 
income  is,  within  certain  limits,  if  the  tax  is  less  than 

6s.? Yes.  It  has  to  be  so,  because  he  says:  “how 

much  of  this  is  mine?  ” 

3310.  Your  view  is  that  there  is  no  difficulty,  except 
a little  clerical  work,  in  issuing  a separate  notice? — 
No,  there  would  not  be  even  that  difficulty. 

3311.  With  all  the  computations  that  have  to  be 
made?— They  have  made  the  computations.  They 
would  save  all  this  trouble  by  issuing  separate  notices. 

3312.  You  have  already  mentioned  about  Schedule 
D in  regard  to  salaries? — Yes. 

3313.  Is  it  your  view  that  Schedule  E might  safely 
be  abolished  now ? It  is  a relic  of  1842,  is  it  not? 
Yes. 

3314.  Mr.  Kerly:-  I think  we  have  that  from  the 

Revenue.  . , . , . 

3315.  Mr.  McLintock : There  frequently  arises  this 
point : two  employees  of  the  same  status,  in  a private 
firm  and  a limited  company  respectively,  are  assessed 
on  different  bases. 

3316.  Mr.  Kerly : All  I meant  was  that  it  does  not 
seem  necessary  to  labour  it,  as  we  have  the  fact  from 
the  Revenue  themselves.  The  Act  is  quite  clear  about 
firms;  the  assessment  must  be  made  upon  the  firm? 
Yes. 
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3317.  Mr.  McLintock : You  have  not  dealt  in  your 
proof  with  the  question  of  Super-tax  particularly?- — 

3318.  What  have  you  to  say  to  the  position  with 
regard  to  Super-tax  when  the  income  entirely  ceases 
and  the  individual  has  to  pay  the  following  year.  He 
has  meanwhile  paid  for  the  full  number  of  years  that 
Super-tax  has  been  law.  He  has  paid  each  year? — 
Yes,  but  he  misses  the  first  year  perhaps. 

3319.  Not  necessarily.  I am  taking  a case  where  he 
was  liable  from  the  beginning  ? — But  then  his  liability 
may  be  entirely  different.  A man  might  have  had 
£1,000  in  the  year  before  the  Super-tax  started  and 
£o,000  the  first  year  of  the  Super-tax  ; he  paid  nothing 
for  that  first  year. 

3320.  I am  assuming  a case  where  a man  has  been 
liable  for  Super-tax  right  along,  from  the  date 
it  became  law.  he  has  paid  for  ten  years,  we  will  say; 
in  any  case  his  income  entirely  ceases,  say,  on  the 
31st  day  of  March,  1919.  You  are  aware  that  he  has 
to  pay  Super-tax  for  1919-20,  though  his  income  has 
ceased  ? — Yes. 

3321.  Have  you  anything  to  say  on  that  point? — 
Y'ou  never  get  right  because  you  are  not  right  the 
first  year.  Your  man  may  have  paid,  but  did  he  pay 
what  would  have  been  due  to  pay  in  every  year? 

3322.  I do  not  think  that  is  a point  at  issue? — I 
think  so. 

3323.  Mr  Kerly:  That  is  va  matter  of  accident? — 
Yes. 

3324.  Mr.  McLintock:  You  do  not  think  it  is  any 
hardship,  or  that  the  law  ought  to  be  altered  in  that 
respect? — It  would  be  concession  and  a graceful  one, 
but  I do  not  think  that  it  is  absolutely  necessary. 

3325.  Then  there  is  the  other  question  with  regard 
to  undistributed  profits  in  a limited  company,  which 
escape  Super-tax  at  present? — -Yes.' 

3326.  Two  men,  we  will  say,  are  shareholders  in  a 
limited  company,  and  they  either  take  no  dividend  at 
all  or  a very  small  one.  Do  you  suggest  that  should 
bo  allowed  to  continue?— You  might  meet  it  by  a 
direct  assessment  upon  bonus  shares  or  such  things, 
or  a provision  that  bonus  shares  should  be  liable. 


3337 . And  he  charges  repairs  in  his  accounts  ? — Yes, 

but  only  this  year 

3338.  I am  not  dealing  with  the  depreciation  ques- 
tion at  all ; it  is  the  question  of  the  allowance  for  a 
charge  like  fire  insurance,  which  is  very  considerable 
to-day,  with  enhanced  values?— If  it  is  understood 
that  the  one-sixth  is  for  repairs  only,  and  is  not  to 
include  the  other  things,  I am  entirely  with  you.  I 
always  regarded  the  one-sixth  as  theoretically  intended 
to  cover  all  expenses. 

3339.  It  does  not  do  so? — No. 

3340.  It  is  a provision  for  repairs? — Yes. 

3341.  Then  on  the  question  of  the  tenant  being  com- 
pelled to  produce  the  Schedule  A receipt  to  the  land- 
lord ; are  you  aware  that  the  Inhabited  House  Duty 
is  shown  at  the  foot  of  the  receipt? — It  is  frequently 
on  a separate  receipt. 

3342.  It  is  very  often  on  the  same  one? — Very  often 

yes.  J ’ 

3343.  That  is  one  reason  why  the  tenant  will  not 
part  with  the  document.  It  is  his  receipt  for  another 
sum  of  money? — Yes. 

3344.  Do  you  suggest  that  there  should  be  a separate 
receipt  for  Inhabited  House  Duty?— They  so  fre- 
quently issue  separate  receipts  that  I am  not  quite 
sure  what  is  the  usual  practice. 

3345.  On  the  question  of  the  depreciation,  do  you  see 
any  reason  why  the  principle  of  giving  96  per  cent, 
on  ships  should  not  be  applied  to  other  assets?— No 
reason  whatever. 

3346.  On  the  question  of  the  form;  I suppose  you 
agree  that  accountants  generally  do  a great  deal  of 
the  donkey  work  to^lay  for  the  Inland  Revenue?— 
Yes. 

3347.  A very  large  portion  of  it.  In  limited  com- 
pames  particularly  the  Revenue  officials  get  practically 
all  the  figures  sent  in  to  them  complete,  and  they  have 
only  to  check  them? — Yes. 

3348.  That  is  a great  advantage  to  the  Revenue?— 
i es. 

3349.  Which  the  taxpayer  pays  tor  out  ot  his  own 
income  ? — Yes. 


3327.  Leave  bonus  shares  out  altogether.  Assume 
simply  the  profits  are  going  on  accumulating,  and  if  the 
shareholders  want  any  money  from  the  company  they 
take  part  on  loan.  Have  you  any  opinion  to  express 
on  that?— Y’ou  are  in  considerable  difficulty  because  if 
the  profits  are  at  some  later  time  distributed  they 
would  come  in  for  Super-tax,  and  consequently  what 
.are  you  going  to  do  if  you  have  already  assessed  them 
for  Super-tax  in  the  year  in  which  they  are  made  ? 

3328  Suppose  they  wind  up  the  company;  liquidate 
it? — Then  they  would  escape. 

3329.  Have  you  anything  to  say  on  the  subject;  do 
you  think  it  is  right  that  they  should  esoape?— I 
think  they  are  almost  bound  to  escape. 

• is  not  the  Point-  Do  y°u  think  it  is 

right  they  should  escape?— No,  probably  not  right, 
it  a means  can  be  devised  of  getting  over 'it  I am  with 
you. 


3331.  With  regard  to  the  question  of  Schedule 
there  are  some  items  of  expenditure,  other  tin 
repairs,  for  which  no  allowance  is  given,  such 
payments  to  the  agent  employed  to  look  ’after  tl 
property  and  collect  the  rents,  and  the  insurance  ■ 
the  property;  an  owner  occupier  of  his  own  buildir 
gets  a deduction  for  insurance? — Yes. 


3332  Is  there  any  reason  whv  the  individual 
property  owner  should  not  have  any  allowance?— 
Does  he  not  theoretically  get  it  in  the  one-sixth? 

3333.  No,  the  one-sixth  is  a statutory  allowance  for 
repairs.  Was  it  supposed  to  be  wholly  for  repairs? 

3334.  I think  so.  In  any  case  a man  who  owns  and 
occupies  his  own  business  property  gets  both?— Yes  he 
now  gets,  of  course,  one-sixth  as  depreciation.  ’ 


rJ?30,'  H.elias  ahva,ys  got  the  one-sixth?— He  not 

mi  fkWSiqfch  ni°Je.it  Vln  ,ie  used  to  because  he  pay 
oii^ five-sixths,  and  deducts  six-sixths  from  profitSP  7 

3336.  I am  not  referring  to  the  denreeiatim 

own^wi  1 °“  ™felP"g  t0  'rlwt  yo“  “tated!  that**! 
ow  ner  who  occupies  his  own  property  for  the  purpose 

tl  oiSStTp^s  SChedU’e  A °" 


, x.  A "“-'i  your  ouservatnons  regarding  in- 

structions on  the  form.  They  are  little  more  than 
waste  paper? — Yes. 

3351.  Mr.  Kerly:  You  might  like  before  you  leave 
the  witness,  Mr.  McLintock,  to  deal  with  one  objection 
that  is  suggested  to  taking  last  year’s  actual  receipts 
instead  of  the  average.  That  is,  that  if  you  did  that 
in  a business  with  very  varying  profits  it  might  occa- 
sionally push  the  payer  into  a higher  region  for  Super- 
tax. That  is  the  difficulty,  is  it  not? 

3352.  Mr.  McLintock:  The  same  difficulty  as  the 

Unairman  has  put  arises  at  present  in  Super-tax? 

ies;  still  it  comes  back  next  year. 

3353.  Mr.  Kerly : No,  not’ necessarily.  Take  the 
case  of  a man  who  makes  £30,000  in  one  year  and 
never  makes  more  than  £10,000  in  any  other  year  of 
his  business  career.  The  highest  he  can  get  to,  on  the 
oonnfn’  'S  *5°  ^ears  at  £10,000  and  one  year  at 

making  £50,000  divided  by  three,  that  makes 
7’J  n.J % can  xnev6f  get,  on  the  average,  above 
the  £17,000  Super-tax,  but  if  you  tax  him  on  £30,000 
uan1unRUt'lm,  a different  region  P— He  has  made  the 
tiiU.UOU ; if  he  is  taxed  on  it  for  one  year  there  is 
no  injustice. 

3354.  But  for  Super-tax  it  would  take  him  up  to  a 

higher  rate?— Yes,  but  if  he  has  made  £30,000  in  one 
year,  what  injustice  is  there  in  making  him  pay  Super- 
tax on  that  basis?  1 

3355.  You  appreciate  that  it  would  make  a differ, 
ence  to  him? — Yes. 

3356.  But  you  say  you  see  no  objection?- -That  is 

so. 


3357.  Mr.  McLintock:  There  is  one  point  more  I 
would  like  to  put,  which  is  this.  How  would  you 
propose  to  deal  with  a business  with  varying  results, 
a profit  one  year  and  a loss  the  next.'  The  profit 
comes  in  one  year  and  a tax  is  paid  on  that,  and  the 
next  year  there  is  a loss?— Carry  it  forward  as  depre- 
ciation is  carried  forward. 

3358.  With  repayment  of  the  tax  paid?— That  in  a 
sense  is  a detail,  is  it  not?  One  may  hope  that  the 
tax  will  not  jump  about  in  the  future  as  it  has  done 
in  the  past,  so  that  the  differences  perhaps  will  not 
be  very  great. 
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3359.  In  the  event  of  a loss  in  the  case  of  Super- 
tax do  you  suggest  that  the  proper  repayment  be 
given? — Yes. 

3360.  Mr.  Birley : I want  to  ask  your  opinion  on 
one  question  in  connection  with  Super-tax.  Section 
6 of  the  Income  Tax  Act,  1918,  reads:  “In  the  case 
of  the  death  of  an  individual  liable  to  Super-tax 
during  any  year  for  which  Super-tax  is  charged,  a 
part  only  of  the  year’s  Super-tax  shall  be  payable, 
proportionate  to  the  part  of  the  year  which  has 
elapsed  before  the  date  of  the  death.”  Does  not  that 
mean  that  very  considerable  sums  of  income  escape 
Super-tax,  or  a very  large  amount  of  Super-tax? — No, 

I do  not  think  so. 

3361.  The  man  makes  his  Super-tax  return,  say, 
for  the  year  ending  5th  April,  1919;  he  sends  it  in 
during  this  year? — Excuse  me;  it  will  be  1920,  if  he 
sends  it  in  this  year,  will  it  not? 

3362.  If  he  makes  it  up  for  the  statutory  year  to 
the  5th  April,  it  includes  some  earnings,  I know,  for 

1919,  and  some  for  1918? — He  makes  it  on  the  statu- 
tory income  of  1919,  for  the  purpose  of  Super-tax, 

1920. 

3363.  Yes. — And  then  he  dies? 

3364.  Supposing  he  dies  to-day? — Supposing  he  dies 
on  the  5th  July. 

3365.  His  estate  will  pay  very  little  Super-tax  for 
that  income? — Yes. 

3366.  Surely  it  means  that  a great  deal  of  actual 
income  escapes  Super-tax.  Say  he  dies  on  the  5ih 
April,  then  a whole  year’s  actual  income  escapes 
Super-tax  altogether? — Yes,  but  that  is  the  same 
point,  really,  that  we  have  had  before.  The  first 
year  he  probably  missed  a year  or  he  paid  when  he 
was  not  due  to  pay. 

3367.  By  assessment,  yes,  but  not  by  actual  income, 
surely  ? — At  a certain  stage  he  paid  for  a given  year 

3368.  But  not  on  income  that  he  had  not  had? — 
No. 

3369.  On  income  that  he  had  had? — Yes. 

3370.  He  paid  on  that  income,  and1  he  went  on  pay- 
ing year  after  year,  deferring  a year? — Yes. 

3371.  If  he  dies,  say,  on  the  5th  April,  a year’s 
income  escapes  Super-tax  altogether? — No,  I do  not 
think  so.  That  particular  year,  certainly,  but  it  is 
quite  likely  that  in  the  first  year  he  paid. 

3372.  I mean  the  income  received  in  one  particular 
year  escapes  any  taxation  for  Super-tax? — Yes. 

3373.  The  Revenue  would  lose  a considerable 
amount? — Not  of  necessity.  You  must  go  back  to  the 
beginning. 

3374.  When  you  have  gone  back  to  the  beginning, 
surely  the  man  paid  on  actual  income? — No.  If  you 
take  the  first  year -the  Super-tax  was  in  force,  my  in- 
come may  have  been  £1,000,  and  it  was  perhaps 
£20,000  the  year  before,  and  in  that  first  year  I paid 
on  £20,000. 

3375.  You  received  that  £20,000? — Yes. 

3376.  So  that  you  only  paid  on  actual  income? — 
But  I have  paid  as  many  years  as  I was  liable  for 
Super-tax. 

3377.  You  have  never  paid  on  any  income  that  you 
have  not  received? — No.  Excuse  me;  I almost  have, 
in  one  sense,  because  I have  paid  in  the  first  year  when 
that  year  itself  was  not  liable.  I have  certainly  had 
it;  you  are  right  in  that. 

3378.  I put  it  to  you  that  some  substantial  amounts 
of  actual  income  escape  Super-tax  altogether? — No; 
I cannot  admit  that  as  a proposition. 

3379.  I will  put  it  to  you  in  this  way : not  on  Super- 
tax, but  on  the  three  years’  average? — The  last  year 
drops  out. 

3380.  Is  there  not  a considerable  loss  to  the  Revenue 
in  that  way? — I scarcely  think  so,  because  I should  say 
that  the  successful  businesses  which  cease  are  very  few. 
If  you  have  a successful  business,  you  do  not  shut  up 
your  shop  on  the  5th  April  and  throw  the  business 
away. 

3381.  But  in  the  case  of  death? — In  the  case  of 
death,  it  goes  on  to  somebody  else,  who  pays  on  it. 

3382.  But  does  not  a good  deal  get  returned  ? Does 
not  the  estate  receive  money  actually  back? — No,  not 
if  the  business  continues  successful. 

3383.  I put  it  to  you,  as  regards  Super-tax,  that 
income  actually  escapes  a year,  or  part  of  a year,  by 


that? — No,  I cannot  admit  that  just  as  it  stands,  yea 
or  nay. 

3384.  Mr.  Marks : I see  you  have  taken  some  in- 
terest in  taxation  of  Life  Assurance  and  financial  com- 
panies?— Yes. 

3385.  What  do  you  include  in  “ financial  com- 
panies ” — banks  and  discount  brokers,  and  that  sort 
of  thing? — Yes,  I should  include  them  all. 

3386.  You  know,  do  you  not,  that  bill  brokers,  for 
instance,  are  allowed  to  reclaim  from  the  Revenue  the 
amount  of  the  tax  deducted  at  the  source,  if  that  ex- 
ceeds their  profits? — Of  bill  brokers  I have  not  had 
any  experience. 

3387.  You  will  take  it  from  me  that  that  is  so? — Yes. 

3388.  So  far  as  banks  are  concerned,  until  the 
special  circumstances  of  the  war  arose  their  profit 
always  exceeded  their  interest,  and  therefore  they 
were  taxed  upon  their  profits? — Yes. 

3389.  Do  you  remember  that  a special  provision  was 
made  for  banks,  that  is  to  say,  that  when  they  began 
to  invest  largely  in  War  Loan,  in  regard  to  the  in- 
terest on  that  War  Loan,  if  it  brought  their  interest, 
taxed  at  the  source,  above  their  banking  profit,  they 
were  enabled  also  to  get  a return  of  tax? — Yes. 

3390.  Do  you  consider  that  that  would  be  a satis- 
factory way  of  dealing  with  Life  Assurance  offices, 
which  also  invest  very  largely  in  War  Loan? — It 
would  be  an  accident  whether  it  would  be  fair  or  not. 

3391.  On  the  whole,  you  would  prefer  that  the 
whole  basis  were  altered  from  one  of  interest  to  profit  ? 
—Yes. 

3392.  With  the  idea  that  that  would  bring  them 
more  into  line  with  the  ordinary  principles  of  taxa- 
tion applying  to  commercial  companies? — Yes. 

3393.  Have  you  ever  considered  at  all  the  question 
of  the  mutual  Life  Offices? — It  is  particularly  the 
mutual  Life  Offices  which  are  affected,  is  it  not? 

3394.  Not  necessarily  so,  I think,  they  are  supposed 
not  to  make  profits,  under  the.  decision  in  the  New 
York  case? — Yes. 

3395.  Are  you  the  auditor  of  any  Life  Assurance 
company  ? — No. 

3306.  You  have  only  taken  an  interest  in  this  as 
an  accountant  and  a member  of  the  public? — I advise 
at  least  one  Life  Assurance  company. 

3397.  I take  it  from  your  evidence-in-chief  that  you 
are  familiar  with  section  23  of  the  Act  of  1890?— 
Yes. 

3398.  I notice  you  refer  to  it  once  or  twice? — Yes. 

3399.  Which  is  reproduced  more  or  less'  in  the  1918 
Act,  section  34,  I think? — Yes;  that  is  repayment 
on  the  ground  of  loss  and  the  aggregate  income  in 
the  year. 

3400.  Do  you  agree  that  if  the  accounts  of  a Life 
Assurance  company  were  made  up,  as  it  says  here 
“ by  reference  to  the  loss  and  to  the  aggregate  amount 
of  his  income  for  that  year  estimated  according  to 
this  Act  ” — if  the  accounts  of  the  Life  Assurance 
company  were  made  up  on  that  basis,  that  is  to  say, 
to  shoAV  their  profit  excluding  their  taxed  interest 
at  the  source,  do  you  agree  that  if  they  could  get  it 
through  the  Special  Commissioners  or  the  General 
Commissioners,  that  that  would  remedy  the  injustice 
which  the  Life  Assurance  offices  allege? — Yes.  They 
cannot  get  it  at  present. 

3401.  Mr.  Kerly:  What  is  the  section? 

3402.  Mr.  Marks : It  is  section  34  of  the  Income 
Tax  Act  of  1918,  and  Rule  15,  to  which  I am  now 
referring,  Cases  I.  and  II.  of  Schedule  D. 

3403.  (To  Witness ) Do  you  agree  with  what  seems  to 
me  a reasonable  inference  to  draw  from  the  insertion 
of  Rule  15  (2)  in  the  Schedule?— I have  not  the  Act  in 
front  of  me. 

3404.  I will  read  it:  “In  ascertaining  whether  an 
assurance  company  has  sustained  a loss  in  respect  of 
its  life  assurance  business  for  the  purpose  of  setting 
off  such  loss  against  the  profits  of  any  other  business 
carried  on  by  the  company,  or  for  the  purpose  of 
obtaining  an  adjustment  of  its  liability  by  reference 
to  the  loss  and  to  the  aggregate  amount  of  its  income 
under  the  provisions  contained  in  this  Act,  any  income 
of  the  company  derived  from  the  investments  of  its 
life  assui'ance  fund  shall  be  treated  as  part  of  the 
profits  of  the  company  acquired  in  that  business.” 
I was  going  to  ask  you  whether  it  is  a reasonable 
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inference  to  draw  from  the  insertion  of  that  section 
in  Rule  15,  that  the  Inland  Revenue  had  an  uneasy 
conscience  in  regard  to  this  section  23  of  the  Act  of 
1890  if  it  were  applied  to  Life  Assurance;  that  is  to 
say,  that  it  was  rather  feared  that  if  the  application 
of  that  legislation  to  Life  Assurance  offices  were  not 
prevented,  it  would  be  found  that  the  Life  Assurance 
offices  would  get  a return  in  respect  of  overtaxed 
interest? — I take  it  the  difficulty  wasf,  if  anything, 
to  get  over  the  decision  in  the  Exploration  case.  The 
Exploration  case  held  that  taxed  interest  must  be 
brought  in  to  show  whether  you  had  made  a loss. 

3405.  My  point  is  this.  Having  regard  to  that,  and 
having  regard  to  the  attitude  of  the  Inland  Revenue 
towards  banks  and  towards  discount  brokers,  do  you 
agree  with  me  that  Life  Assurance  offices  have  been  the 
subject  of  rather  hard  treatment  which,  where  it  was 
found  to  be  hard  in  other  cases  has  been  remitted, 
and  in  their  case  has  not? — That  is  absolutely  mv 
point. 

3406.  Have  you  had  occasion  to  consider  a sugges- 
tion which  has  been  made  in  connection  with  the  taxa- 
tion of  Life  Offices,  namely,  that  they  should  be  sub- 
ject to  a differential  rate,  a lower  rate,  than  the  flat 
rate? — No;  I have  not  heard  of  that. 

3407.  Then  you  have  no  opinion  on  that? — No. 

3408.  Mr.  Walker  Clark : Your  first  statement  was 
that  Income  Tax  was  a national  burden,  and  that 
everyone  should  share  the  burden  and  know  the 
burden? — Yes. 

3409.  As  a matter  of  fact,  everyone  does  not  share 
the  burden  now.  Do  you  mean  that  there  should  be 

no  exemption  limit,  and  everybody  should  be  taxed? 

No ; when  I say  everyone,  I was  referring  only  to  those 
who  had  to  pay  tax. 

3410.  The  statement  was  limited? — Yes. 

3411.  You  have  dealt  with  wasting  assets.  Do  you 
limit  your  remarks  there  to  mines  and  nitrate  com- 
panies, and  things  of  that  sort?  Would  you  include 
shop  fixtures  and  shop  fronts? — Yes,  everything  which 
is  expended  for  the  purpose  of  getting  profit  and  is 
going  to  have  no  residual  value. 

3412.  You  would  include  shop  fixtures  and  shop 
fronts  ? — Yes. 

3413.  You  would  include  them  as  wasting  assets? — 
Yes. 

3414.  With  regard  to  repairs,  you  have  mentioned 
the  one-sixth  allowance  for  repairs? — Yes. 

3415.  Would  you  restrict  that  allowance  to  the  land- 
lord’s repairs  solely?  In  many  cases  the  tenants  have 
repairing  leases? — It  has  nothing  to  do  with  the 
tenant’s  income. 

3416.  Yes;  it  reduces  it  very  considerably? — But  if 
he  has  a repairing  lease,  he  is  presumably  paying  a 
rent  less  than  he  would  have  paid  if  he' had  not  a 
repairing  lease.  He  knows  his  obligation ; he  pays  so 
much  for  the  benefit  of  living  in  a house.  It  has 
nothing  to  do  with  income. 

3417.  But  the  landlord  is  still  enabled  to  charge  one- 
sixth  ? — Yes. 

3418.  There  may  be  no  repairs  by  the  landlord, 
because  the  tenant  must  meet  them,  but  the  landlord 
gets  the  benefit  of  the  one-sixth? — In  those  cases  the 
landlord  is  assessed  at  more  than  the  rent. 

3419.  But  not  by  the  one-sixth? — Not  perhaps  as 
much  as  he  ought  to  be. 

3420.  How  would  you  get  at  the  accurate  figure  for 
the  landlord? 

3421.  Mr.  Kerly:  Mr.  Walker  Clark,  are  you  not 
mistaken  in  suggesting  that  the  landlord  gets  his 
one-sixth  off  if  the  premises  are  let  on  a repairing 
lease? 

3422.  Mr.  Walker  Clark : I did  not  say  that. 

3423.  Mr.  Kerly.  I beg  your  pardon;  then  I mis- 
understood you. 

3424.  Mr.  Walker  Clark  : There  is  something  added 
to  the  landlord’s  assessment,  but  it  is  not  the  full 
amount  equal  to  one-sixth.  I am  speaking  of  our  own 
district.  It  is  a sum  which  occasionally  comes  before 
the  Commissioners,  and  I have  never  known  a full  one- 

sixth  added  to  the  rent.  It  is  usually  10  per  cent. 

It  seems  obvious  that  if  he  has  nothing  to  bear  at  all 
out  of  his  income  he  should  not  have  any  allowance  • 
he  should  have,  the  whole  of  it  added. 

3425.  The  point  I am  making  is  this.  There  is  an 
allowance,  m fact,  in  the  one-sixth  which  includes 
insurance  charges,  which  is  shown  by  the  fact  that  the 


one-sixth  is  not  added  to  the  landlord’s  rent  in  such 
cases? — I have  always  had  the  impression  that  the  one- 
sixth  was  meant  to  cover  everything. 

3426.  Then  you  agree  with  my  point,  that  the  one- 
sixth  does  include  insurance? — I think  it  must  have 
been  meant  to 

3427.  Among  the  deductions  which  are  not  at 
present  allowed,  there  is  the  case  of  renewal  of 
leases  ? — Yes. 

3428.  Do  you  think  that  is  equitable? — No;  the 
cost  should  be  allowed,  unless  it  is  allowed  by  way  of 
deduction  from  Schedule  D assessment,  as  it  is  in 
some  cases. 

3429.  I am  speaking  now  of  a tenant’s  cost  of 
renewal  of  a lease — the  legal  charges  for  renewal  of 
the  lease,  which  may  be  £10  or  £50.  They  are  not 
allowed  as  a charge?— No;  they  would  fall  in  with  my 
general  suggestion  as  an  allowance  for  those  things 
which  are  described  as  capital. 

3430.  At  present  that  is  not  a legal  deduction? — No. 

3431.  You  think  it  is  unjust? — Yes. 

3432.  You  suggest  that  profits  on  speculation  might 
be  taxed? — Yes. 

3433.  How  would  you  ascertain  the  charges  for 
administration  in  such  cases?  For  instance,  there 
was  a good  deal  of  speculation  yesterday.  Would 
you  charge  the  cost  of  the  drag  which  you  used  to 
get  there?— As  I suggest,  I see  great  difficulties  in 
charging  speculation.  Only  if  a scheme  could  be  de- 
vised I see  no  reason  why  it  should  not  be  charged. 

3434.  But  you  have  no  scheme? — No,  except  what 
I suggested  about  charging  a man  on  the  profits  of 
speculation  in  his  own  line  of  business. 

3435.  Then  as  to  husband  and  wife,  you  see  no 
reason  for  disturbing  the  present  arrangement?— No. 

3436.  Whether  the  wife  contributes  to  the  income 
or  not  ? No.  It  seems  to  me  that  it  is  essentially  a 
joint  income,  and  the  tax  presumably  is  laid  on  the 
capacity  to  bear.  The  incomes  of  the  husband  and 
wife  are  joint  in  the  sense  in  which  no  other  two 
incomes  are. 

3437.  Take  the  case  of  three  partners,  where  one 
partner  is  a married  man,  the  second  'is  his  wife,  and 
the  third  is  a single  man,  and  they  share  in  the 
profits.  The  wife  is  working  as  a partner,  absolutely 
independent  of  the  other  two.  Should  no  allowance 
be  made  for  her  earning  capacity,  which  increases 
expenses  at  home,  because  she  is  withdrawn  from  the 
home  and  has  to  pay  for  work  which  she  would  other- 
wise do?— Those,  of  course,  are  very  exceptional 
cases,  are  they  not? 

3438.  Excuse  me;  they  are  by  no  means  exceptional 
m tlie  district  from  which  I come.  They  are  common. 
—Where  the  woman  is  working  with  her  husband? 

3439.  Yes. — Some  relief  might  be  given. 

3440.  You  say  “ might.”  I notice  you  are  rather 
lond  of  that  word  “ might”  in  your  evidence.  You 
say  ‘ may  be  doubtful,”  and  “ except  perhaps  ”?— I 
do  not  like  to  be  too  dictatorial. 

344L  Would  you  not  say  “ought”?— You  have,  of 
course,  the  provision  that  the  wife  must  earn 
separately  in  a separate  business  from  her  husband. 

3442.  But  I am  speaking  of  where  they  are  actually 

partners  in  the  same  business.  Take  the  case  of  my 
wife  and  myself  and  you,  in  partnership,  each  of  us 
absolutely  independent  of  the  other;  she  managing, 
say , a millinery  business,  I managing  a butchery 
business,  and  you  managing  a grocery  business. 
Ought  she  not  to  be  able  to  charge  some  portion  of 
her  domestic  expenses? — Or  regard  her  earnings  as  a 
separate  income.  ,, 

3443.  You  want  them  treated  as  one? — Yes. 

3444.  Should  there  not  be  some  allowance  made  for 
the  work  that  is  done? — I have  not  considered  cases 
such  as  that,  because  I should  have  thought  that 
they  were  so  exceedingly  exceptional.  A case  where 
n woman  is  working  with  her  husband  as  a oartner 
must,  I think,  be  exceptional. 

3445.  Mr.  Kerly:  If  you  have  not  considered  it,  we 
will  not  trouble  you  further  about  it,  I think. 

3446.  Mr  Walker  Clark  : Then  as  to  partnership. 
Ihere  is  only  one  point  in  reference  to  partnership : 
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separate  assessment  for  partners.  In  the  case  of  a 
separate  assessment,  you  would  suggest  an  absolutely 
separate  assessment,  with  all  the  due  allowances  to 
each  partner,  based  on  the  total  income  of  the  part- 
ner?— Yes. 

3447.  You  would  not  suggest  that  there  are  any 
common  benefits  from  the  partnership  ? — No. 

3448.  Mr.  Warren  Fisher-.  In  the  case  of  a Life 
Assura'nce  company  which  is  taxed  not  on  profits,  but 
on  interest,  do  they  get  allowance  for ' management 
expenses? — Yes. 

3449.  Then  would  you  regard  the  remaining  interest 
as  a profit  to  somebody — as  a thing  that  is  properly 
taxable? — No;  beoause  the  claims  might  exceed  the 
interest.  A oompany  may  haVe  paid  tax  on  a million 
of  interest,  and  its  claims  might  be  £1,200,000. 

3450.  They  might  be? — I am  only  speaking  in 
figures.  It  pays  tax  on  a given  amount;  it  pays  tax 
upon  its  interest;  then  it  has  its  claims  to  pay.  It 
may  be  a mere  accident  whether  the  interest  exceeds 
the  profits  or  not. 

3451.  From  its  invested  funds,  unless1  it  is  heading 
rapidly  towards  bankruptcy,  surely  there  is  a large 
amount  of  interest  which  it  receives  yearly,  and  after 
the  management  expenses  have  been  allowed,  that  in- 
terest, do  you  suggest,  should  not  he  taxed? — Yes, 
because  it  is  a provision  for  the  continuing  liability 
of  the  company. 

3452.  But  that  interest  will  go  to  somebody  eventu- 
ally?— It  will  go  to  the.  policyholders. 

3453.  But  would  you  limit  the  assessment  of  that 
company  to  the  profits  of  the  company  itself,  and 
have  no  regard  to  the  rights  of  the  policyholders  to 
the  interest  from  the  invested  funds?  Why  should  all 
that  escape  tax? — That  is  another  taxable  item,  if  it 
is  to  be  taxed,  is  it  not?  The  company,  qua  company, 
either  makes  a profit  or  it  does  not.  Why  should  it 
bean  accident  how  much  tax  they  pay? 

3454.  It  is  taxed  qua  interest? — Yes. 

3455.  I am  suggesting  to  you  that  it  is  profit  at 
some  stage  or  other  to  somebody.  If  that  view  is 
right,  should  it  not  be  taxed?  I will  pass  from  that 
point.  In  regard  to  wasting  assets,  take  the  oase  of 
a leasehold.  I suppose  when  a'  man  purchases  a lease- 
hold, he  realizes  that  he  is  purchasing  an  asset  the 
income  of  which  is  taxable? — Yes. 

3456.  Does  he  take  into  account  that  fact,  do  you 
think,  in  the  sum  that  he  pays  down? — In  principle, 
I should  say  no. 

3457.  Though  he  knows  that  the  income  is  going  to 
be  subject  to  ta'x? — He  is  practically  forced  into  a 
position  of  perhaps  taking  the  premises  in  which  he 
is  located. 

3458.  Circumstances  may  force  him? — Yes. 

3459.  As  his  interest  wanes,  somebody  else’s  interest 
waxes.  Is  not  that  so? — Yes. 

3460.  Would  you  suggest  that  if  the  leaseholder 
gets  some  relief,  the  reversioner  should  be  taxed? — 
That  would  be  fair,  yes. 

3461.  Ylon  think  that  is  fair  in  principle? — Of 
course  the  reversioner  obviously  is  taxed  on  the  in- 
terest on  the  increased  value,  but  not  on  the  capital. 

3462.  But  if  you  are  giving  an  allowance  to  the 
leaseholder,  you  would  not  think  it  unfair — if  that 
were  admitted  in  principle — to  say  that  the  increasing 
interest  of  the  reversioner  should  also  receive  atten- 
tion from  the  tax-collector? — I am  not  sure  whether 
that  is  not  covered  by  the  tax  upon  his  increased 
value,  if  he  is  now  getting  £500  a year  and  he  gets 
£1,000  a year  at  the  expiration  of  the  lease. 

3463.  That  is  a future  benefit? — Yes,  but  I mean  to 
say  the  benefit  of  taxing  on  the  £1,000  for  another 
succeeding  period  almost  pays  the  tax  on  his  increased 
value,  does  it  not? 

3464.  I do  not  know;  I am  not  so  sure.  Then  as 
regards  that  simple  question  of  Super-tax  that  Mr. 
McLintock  was  interested  in:  supposing  a man  has 
had  Super-taxed  income  for  five  years,  is  it  not  the 
case  that  he  pays  on  the  years  from  2 to  6? — Yes. 

3465.  He  pays  as  many  years  as  he  has  had'  a 
Super-taxed  income? — Yes. 

3466.  But  he  does  not  pay  for  more? — No. 

3467.  Sir  W.  Trower : I would  like  to  put  a question 
on  the  separate  assessment  of  partners.  If  the  firm 
is  assessed  at  the  highest  rate,  sgy,  6s.  now,  and  the 


partners  submit  to  pay  at  that  rate,  then  there  is  no 
disclosure  ? — No. 

3468.  The  junior  partner  who  wants  not  to  disclose 
it,  can  get  back  his  amount:  I think  you  may  take  it 
from  me  that  that  is  so? — Yes,  but  that  would  be 
very  complicated. 

3469.  Still,  it  can  be  done? — Yes. 

3470.  Now  if  you  take  your  proposal,  I take  it  that 
you  would  insist  that  the  senior  partner  should1  make 
the  return  for  all? — Yes. 

3471.  It  would  be  necessary  to  provide  that  the 
senior  partner  should  be  responsible  for  the  return  ? — 
Only  so  far  as  the  profits  of  the  business  itself  are 
concerned. 

3472.  And  he  would  also  be  responsible  for  the 
shares  into  which  it  was  divided? — Yes. 

3473.  And  it  would  also  be  necessary,  according  to 
your  scheme,  to  provide  that  the  firm  should  be  re- 
sponsible in  case  of  default  of  any  one  of  the  partners? 
— I suggest  that  that  might  be  provided  if  the 
Revenue  are  so  very  much  afraid  of  making  a bad 
debt. 

3474.  It  almost  follows  that  it  must  be  so,  I think. 
You  would  see  no  injustice  in  that? — I see  no  injustice 
in  that. 

3475.  Sir  E.  Nott-Bower : There  is  only  one 

point  that  I wanted  to  refer  to,  and'  that  is  to  my 
mind  the  rather  startling  proposition  that  the  interest 
received  by  a Life  Assurance  company  should  be 
exempt  from  assessment;  that  the  liability  of  the 
Life  Assurance  company  should  be  limited  to  tax  on 
its  profits.  That  would  involve  an  enormous  sacrifice 
of  revenue  which  I think  is  legitimate  revenue.  Mr. 
Warren  Fisher  has  asked  a question  on  the  point 
already.  This  is  a very  big  matter.  I do  not  know 
whether  it  is  necessary  to  pursue  it  now;  because  I 
think  I am  correct  in  believing  that  the  Life  Assur- 
ance offices  are  going  into  this  question  themselves. 

3476.  Mr.  Kerly : Yes. 

3477.  Sir  E.  Nott-Bower : That  being  so,  I think 
I might  postpone  any  further  question.  Mr.  Warren 
Fisher  has  already  sounded  one  note  as  to  there 
being  difficulties. 

3478.  Mr.  Kerly : May  I put  it  before  you,  Sir 
Edmund,  that  the  point  on  the  other  side,  as  I under- 
stand it,  is  that  an  assurance  society,  especially  a 
mutual  assurance  society,  is  really  acting  as  the  inves- 
tor, the  agent,  for  the  policyholders.  Mr.  Schooling, 
if  you  remember,  whom  we  had  here,  discussed  the 
matter,  and  the  complaint  that  he  made  was  not  that 
the  assurance  office  is  taxed  on  its  interest,  but  that 
as  many  of  the  persons  interested  pay  at  a lower 
rate,  they  are,  through  it,  taxed  at  too  high  a rate 
on  the  interest.  But  that  we  shall  no  doubt  discuss 
with  other  witnesses;  I do  not  know  whether  I have 
put  the  point  sufficiently. 

3479.  Sir  E.  Nott-Bower : Yes,  that  is  quite 

right.  . 

3480.  Mr.  Kerly:  You  say  that  the  tax  is  exceed- 
ingly complicated? — Yes. 

3481.  It  must  necessarily  he  complicated  where  it 
tries  to  do  justice,  with  a great  many  different  in- 
terests?— Yes. 

3482.  Do  you  think  that  a real  public  advantage 
would  be  gained  if,  in  every  popular  centre,  there 
were  set  up  an  official  office  to  which  people  could  go 
and  get  advice  and  instruction  about  making  up  their 
returns  and  claiming  their  rebates  and  allowances. 
Would  that  differ  from  the  present  arrangement? 

3483.  At  present  a man  can  go  to  the  Surveyor,  and 
if  the  Surveyor  is  amiable,  and  is  not  too  busy,  he 
will  get  a good  deal  of  assistance? — Yes. 

3484.  It  is  not  the  Surveyor’s  duty  to  give  the 
public  assistance  at  present,  as  I understand  it.  I 
just  want  your  view  whether,  if  there  were  something 
like  the  personal  application  in  the  Probate  Depart- 
ment, that  would  not  go  far  to  meet  some  of  the 
difficulties  that  the  public  feel  about  the  tax  ?— I have 
never  thought  it  was  not  the  Surveyor’s  duty  to  give 
those  explanations,  and,  as  far  as  I know,  they  are 
given  in  every  Surveyor’s  office  and  with  the  most 
extreme  courtesy.  It  is  a matter  of  time  rather  than 
anything  else,  ‘if  you  are  going  to  draw  all  the 
inquirers  from  the  various  districts,  and  have  ano™er 
office,  you  would  want  a tremendously  increased  staff, 
would  you  not? 
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3485.  You  think  there  would  be  practical  diffi- 
culties, and  it  would  cause  a large  increase  in  the  cost 
oi  administration? — I do  not  see  that  anything  would 
be  gained  over  the  present  system,  where  the  tax- 
payer is  entitled  to  go  to  the  Surveyor’s  office,  and 
where  he  is  received  and  told  what  he  ought  to  do. 

3486.  Mr.  Walker  Clark:  Would  there  not  be  an- 
other point,  too:  that  the  whole  of  the  inquiries  would 
come  at  one  time  of  the  year? 

3487.  Mr.  Kerly:  That  might  be  so. 

3488.  (To  Witness)  You  suggest  with  regard  to 
repairs,  that  the  taxpayer  should  have  the  option  of 
paying  on  actual  repairs,  instead  of  getting  a flat  rate 
allowance  ? — Yes. 

3489.  Do  you  know  that  there  are  something  like  12 
million  properties  assessed.  Your  proposal  would 
involve  an  enormous  increase  in  the  cost  of  adminis- 
tration, would  it  not? — \Tes,  perhaps.  Administra- 
tively it  might  be  difficult,  I agree. 

3490.  And  there  would  be  this  further  difficulty, 
would  there  not : that  instead  of  paying  on  his  rent 
at  the  conclusion  of  the  year,  the  owner,  would  want 
to  wait  until  he  had  had  his  repair  bill  passed,  so 


that  he  could  make  the  proper  deduction? — Yes;  it 
would  be  very  difficult,  I grant,  consequently  the 
grading  of  properties  and  fixing  amounts  would  pro- 
bably bo  much  better. 

3491.  I have  not  forgotten  your  suggestion  about 
grading  properties.  There  is  always  a classification 
of  properties  for  rating  purposes  under  the  Metro- 
polis Valuation  Act,  I understand?— I do  not  know 
that. 

3492.  It  would  be  something  similar  to  that? I 

take  it  so. 

3493.  You  made  a point,  I think,  that  the  Sur- 
veyor of  Taxes  does  not  inform  you  if  you  are  entitled 
to  an  allowance  which  exceeds  his  demand?— Yes. 

3494.  Do  you  not  know  Form  No.  64-8?  Are  you 
not  familiar  with  this  form  which  is  provided  in  order 
that  the  Surveyors  may  intimate  that  there  is  a credit 
due  to  the  taxpayer?— In  all  my  experience,  T never 
saw  that  form. 

3495  Then  what  you  suggest  is  that  that  existing 
form  should  be  made  more  use  of?— Yes. 

3496.  We  are  much  obliged  to  you ; your  evidence 
has  been  of  great  value. 


Dr.  Marion  Phillips,  on  behalf  of  the  Standing  Joint  Committee  of  Industrial  Women’s  Organisations 
called  and  examined. 


The  witness  handed  in  the  following  statement  as 
her  evidence-in-chief:  — 

3497.  The  Standing  Joint  Committee  of  Industrial 

Women’s  Organisations  desires  to  lay  before  the  Royal 
Commission  evidence  on  the  following  points: 

(1)  The  assessment  of  husband  and  wife. 

(2)  The  amount  of  income  which  shall  entitle  a 

person  to  exemption  from  payment  of  In- 
come Tax. 

(3)  Abatement  to  be  allowed  on  income  subject  to 

taxation. 

(4)  Abatement  to  be  allowed  for  children,  and  the 

period  for  which  this  shall  he  allowed. 

(•5)  Considerations  with  regard  to  the  scale  of 
tax  to  be  levied. 

(6)  Considerations  with  regard  to  exemption  from 
Income  Tax  and  payment  of  indirect  taxa- 
tion. 

The  assessment  of  husband  and  wife. 

3498.  (1)  We  are  of  opinion  that  a husband  and  wife 

should  not  be  placed  with  regard  to  the  payment  of 
Income  Tax  at  a disadvantage  in  comparison  with  any 
other  two  persons  living  together.  We  therefore  sug- 
gest that  their  incomes  should  be  assessed  (whether 
separately  or  jointly)  in  such  a manner  that  the  com- 
bined abatement  or  exemption  shall  be  twice  as  much 
for  a married  couple  as  for  an  individual.  If  the 
incomes  are  assessed  jointly  the  abatement  should  be 
double  that  for  the  individual;  if  separately,  allowance 
must  he  made  for  the  wife  or  the  husband  on  the 
same  basis.  This  would  amount  to  the  same  thing, 
and  the  case  of  the  wife  or  the  husband  with  or  with- 
out an  income  would  be  provided  for.  A married 
couple  should  have  the  option  of: 

(a)  sending  in  separate  Income  Tax  papers,  and 

in  this  case  each  would  receive  those  abate- 
ments or  allowances  which  would  be  given 
to  single  persons.  Where  incomes  are 
large  the  Treasury  might  be  empowered 
to  combine  the  two  returns  for  Super-tax 
purposes. 

(b)  sending  in  a joint  Income  Tax  paper,  and  on 

this  they  would  receive  abatements,  allow- 
ances, »&c.  on  a special  scale,  the  exemp- 
tion limit  being  double  that  of  a single 
person.  On  such  a paper  the  husband  and 
wife  would  each  sign  their  own  income 
declarations.  If  they  claim  refund  of  tax 
it  might  be  permissible  for  them  to  sign 
a request  jointly  that  the  money  should  be 
paid  to  one  of  them.  In  the  absence  of 
such  a request  the  Treasury  should  divide 
the  refund  in  proportion  to  the  income  of 
each,  and  pay  accordingly.  Where  tho 
return  shows  money  due  to  the  Treasury 
the  couple  should  have  the  right  to  nomi- 
nate one  of  them  to  pay  the  money,  and  in 


uuovu'’D  oiK.ii  nomination  or  in  tne 
event  of  non-payment  the  Treasury  should 
be  entitled  to  make  a claim  for  payment 
by  each  in  proportion  to  the  income  shown. 
Claims  for  allowances  for  children  could  be  made  on 
ei tl.er  form.  In  the  first  case,  however,  the  Sur- 
veyor  should  lie  empowered  to  demand  evidence  that 
the  children  are  not  counted  twice.  In  the  case  of 
the  joint  form  refund  should  be  made  to  one  of  the 
parties  where  both  request  that  that  should  be  done 
or  in  the  absence  of  such  a request,  should  bo  made 
ia  proportion  to  the  income  of  each. 

The  amount  of  income  which  shall  entitle  a person 
to  exemption  from  payment  of  Income  Tax. 
3409.  (2)  There  should  be  no  taxation  of  income 
which  is  not  already  sufficient  to  provide  tho  ordinary 
human  necessities  for  an  individual.  As  at  the  present 
time  a very  moderate  minimum  wage  would  allow  £150 
a year  we  propose  that  an  income  of  £150  should  be 
exempted  from  taxation.  Applying  tile  principle  we 
have  suggested  for  husband  and  wife,  this  would 
mean  that  in  the  case  of  a married  couple  the 
income  exempt  from  taxation  would  be  £300. 

Abatement  to  be  allowed  on  income  subject  to 
taxation. 

3o00.  (3)  The  amount  of  income  on  which  abate- 
ment should  be  made  in  cases  where  it  is  over  £150 
should  be  £140.  This  would  mean  that  in  the  case 

£28°  "’0uId  be  exPmPt  from 
taxation  where  the  income  was  over  £300. 

Abatement  to  be  allowed  for  children,  and  the  period 
for  which  this  should  be  allowed. 

,hmdd'h(4)I-Jne  a'vatemln*  *°  be  allo"re(1  f°r  Children 
lnoa'irn  and  thls  should  be  continued  so 

long  as  the  child  is  in  receipt  of  full  time  education. 

Considerations  with  regard  to  the  scale  of  tax  to  be 
levied. 

3502  (5)  We  are  aware  that  the  level  of  complete 
exemption  which  we  have  placed  may  seem  high 
though  it  is  not  yet  so  high  as  it  was  before  the  war  in 
spite  of  the  great  increase  in  the  cost  of  living  We 
would  point  out  further,  that  under  the  present 
system,  the  tax  begins  at  2s.  3d.  in  the  £,  and  that 

individ,ml1S  °kVery,  “rge  lml,orta"oe  to  families  or 
individuals  with  small  incomes. 

Considerations  with  regard  to  Income  Tax  and  pay 
ment  of  indirect  taxation. 

3503.  (6)  We  are  of  opinion  that  a lower  Income 
lax  limit  cannot  be  justified  so  long  as  the  present 
system  of  indirect  taxation  on  food  and  necessaries 
is  continued.  Indirect  taxation  on  the  necessities 
oi  life  means  a very  heavy  burden  on  the  poorer 
sections  of  the  community.  While  we  consider  that  a 
a carefully  graded  Income  Tax  would  be  the  beet 
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method  of  raising  revenue,  we  are  opposed  to  any 
Income  Tax  being  placed  on  the  wage-earners  unless 
ic  is  accompanied  by  the  complete  removal  of  taxes 
on  food  and  necessaries. 

[This  concludes  the  evidence-in-chief.'] 

3504.  Mr.  Kerly : I think  you  represent,  through 
your  Joint  Committee,  several  women’s  organisations? 
— Yes,  with  a membership  altogether  of  something 
over  half  a million. 

3505.  What  class  of  woman  are  they?  Do  they 
represent  all  sections  of  the  community,  or  are  they 
principally  working  women? — They  are,  by  a'  very 
large  majority,  working  women.  There  may  be  a few 
others  amongst  them,  but  the  number  would  be  quite 
i nconsider  able . 

3506.  You  said  half  a million,  I think? — Yes. 

3507.  Can  you  give  us  an  idea  of  their  average 
income — the  average  incomes  of  their  families,  I 
mean? — I should  say  their  average  incomes  would  be 
much  the  same  as  the  average  incomes  of  any  other 
section  of  the  working  class. 

35 OS.  They  belong  to  the  working  olass.  Does  that 
mean,  for  a family,  £3  a week,  or  something  of  that 
sort?  What  would  your  estimate  of  the  average  in- 
come be?  It  will  assist  us  if  you  can  give  us  some 
idea  of  that? — It  is  a difficult  thing  to  say,  because 
they  cover  oases  of  independent  women  working  by 
themselves,  whose  wages,  even  to-day,  goas  low  as  £1 
a week,  in  some  cases,  and.  also  the  married  working 
woman  whose  income  is  a family  income,  and  may 
come  up  to  the  artisan  level  of  £3  or  £4  a week  or 
more,  if  one  takes  it  as  a whole  family  income ; and  it 
does  inolude  also  a percentage  of  professional  women 
with  much  larger  incomes. 

3509.  But  the  very  great  bulk  of  the  women  you  are 
here  to  represent,  are  people  whose  personal  or  family 
income,  that  is,  the  income  of  husband  and  wife, 
would  not  exceed  £4  a week?— I should  think  that 
would  be  so. 

3510.  Of  course  you  appreciate  that  none  of  those 
will  pay  Income  Tax,  or  very  few  of  them  will  pay 
Income  Tax  at  all? — At  the  present  time  they  will 
pay  Income  Tax. 

3511.  No,  I think  not? — On  an  income  of  £200  a 
year  they  will  pay. 

3512.  There  are  allowances  for  wife  and  children? — 
It  depends  on  how  many  children  they  have. 

3513.  A few  of  them  will  pay;  is  not  that  the  case? 
— A fairly  large  proportion,  I should  think,  would. 
In  the  case  of  single  women,  a fairly  large  number 
will,  also. 

3514.  Single  women  earning  more  than  £130  a 
year? — Yes. 

3515.  Are  most  of  them  married  or  unmarried ; can 
you  give  us  any  idea  of  the  proportions? — I should 
say  the  proportions  were  much  the  same  as  amongst 
the  rest  of  the  community.  I really  would  not  like  to 
give  a figure.  In  some  organisations  a large  number 
are  married,  the  Women’s  Co-operative  Guild,  for 
instance;  in  others,  fewer. 

351i6.  It  is  quite  clear,  is  it  not,  that  the  women  you 
represent,  where  they  or  their  husbands  pay  Income 
Tax,  are  amongst  the  payers  of  Inoome  Tax  at  the 
lowest  rates? — Yes,  I should  think  none  of  them  pay 
at  more  than  2s.  3d.  in  the  £. 

3517.  The  principal  point  you  make,  I think,  is  that 
you  think  that  the  husband  and  wife  should  not  be 
assessed  together? — No;  that  they  should  not  be 
assessed  so  that  the  husband  pays  on  the  wife’s  income 
as  though  it  were  his  own. 

3518.  Is  it  an  objection  that  the  wife  should  make 
her  own  return? — I do  not  quite  see  your  point. 

3519.  What  is  the  real  difficulty:  that  the  wife  does 
not  make  her  own  return,  or  that,  because  the  two 
are  taken  together,  they  come  into  the  taxpaying 
limit,  which  they  otherwise  would  not  reach? — The 
second  objection  is  the  greater  objection.  It  puts  two 
married  people  at  a disadvantage  compared  with  the 
rest  of  the  community.  It  makes  the  taxation  heavier 
on  the  income  of  a married  couple  than  it  would  be 
if  they  were  not  married,  and  heavier  than  the  taxa- 
tion on  any  other  two  persons  of  the  same  sex,  for 
instance,  who  were  living  together. 


3520.  Of  course,  the  unmarried  women  are  not 
affected  by  this  matter  at  present? — No. 

3521.  But  you  say  the  married  women  or  their  hus- 
bands suffer  a disadvantage  because  they  may  have  to 
pay  tax  which  would  not  otherwise  be  due  from  them? 
—Yes.  There  is  also  the  objection  that  the  assessment 
is  made  in  the  husband’s  name,  and  that  the  wife  is 
not  treated  as  a separate  individual. 

3522.  You  know  she  can  be  so  treated,  if  she  pleases 
to  apply  for  it? — Yes,  but  there  are  a great  many 
difficulties  about  those  applications  in  the  very  cases 
in  which  it  is  a matter  of  difficulty. 

3523.  Why? — It  is  where  the  people  living  together 
are  on  bad  terms  with  one  another  that  most  of  these 
difficulties  arise,  and  then  it  becomes  all  the  more 
difficult  for  her  to  make  an  arrangement  by  which  she 
shall  get  it  separately  done. 

3524.  Why  cannot  she  make  an  application  to  be 
separately  assessed  then? — Because  it  is  where  people 
are  on  bad  terms  with  one  another  that  it  is  very  diffi- 
cult to  carry  out  such  arrangements. 

3525.  Why? — Because  the  root  of  the  difficulties  is 
often  financial,  and  one  party  to  the  marriage  makes 
objections  to  the  other  party  acting  independently. 

3526.  Mrs.  Knowles : Is  it  not  that  you  have  to 
enter  up  your  husband’s  income  on  your  own  return, 
which  he  will  not  tell  you  always? — He  will  not 
always  tell  you,  and  also  he  gets  a right  to  know 
yours.  He  may  exercise  his  right  to  know  yours 
before  he  will  give  you  his. 

3527.  Mr.  Kerly : But  the  wife  can  apply  to  make 
her  own  return  separately,  and  then  her  husband  does 
not  have  to  include  it  in  his.  Do  you  not  know  that 
by  Rule  17  application  may  be  made  either  by  the 
husband  or  the  wife  ? — I do  not  quite  know  the  details 
of  it ; I think  that  what  I have  said  is  the  case  with 
a very  large  number  of  married  women,  and  that  is 
one  of  the  difficulties.  We  understood  that  there  were' 
difficulties  about  it,  and  it  has  been  put  to  us  that 
there  are,  but  I would  not  like  to  go  into  the  details 
of  it. 

3528.  We  had  a lady  here  yesterday,  speaking  of 
some  grievance,  who  was  wholly  unaware  that  that 
provision  existed,  and  I ventured  to  suggest  that 
instead  of  troubling  about  the  grievance  in  another 
way,  she  should  find  out  what  the  law  already  pro- 
vided, and  advertise  it  amongst  the  members  of  her 
organisation? — That  is  undoubtedly  an  admirable 
course  to  take,  but  might  I just  suggest  that  even  that 
will  not  meet  all  the  people  who  are  in  difficulty  about 
it?  Nothing  is  more  difficult  than  to  find  the  exact 
details  of  a very  complicated  law,  for  the  average 
woman. 

3529.  Then  that  wants  a little  more  advertisement, 
does  it  not? — It  certainly  does,  if  that  is  the  case. 

3530.  Do  you  advocate  that  every  woman  should  be 
obliged  to  make  a return  for  herself? — We  put  two 
suggestions  here  in  our  evidence. 

3531.  You  say:  “ sending  in  separate  Income  Tax 
papers,  and  in  this  case  each  would  receive  those 
abatements  or  allowances  which  would  be  given  to 
single  persons.”  How  many  women  in  the  country 
would  get  their  husbands  to  make  the  return  for  them  ? 
— I do  not  quite  understand.  Do  you  mean  that  the 
wife  would  not  bother  to  fill  in  the  return? 

3532.  Yes. — That  does  not  matter.  In  the  cases 
where  they  desire  to  fill  them  in  separately,  they  would 
fill  them  in  separately. 

3533.  It  has  some  bearing  upon  whether  there  is  a 
real  grievance,  if  we  think  that  99  out  of  every  100 
women  would  still  ask  their  husbands  to  make  the 
return? — If  it  is  an  injustice  that  you  are  doing  to  the 
one  in  the  hundred  unless  you  do  it,  I would  not  con- 
sider that  sufficient. 

3534.  You  go  on  to  suggest  that  “ where  incomes  are 
large  the  Treasury  might  be  empowered  to  combine  the 
two  returns  for  Super-tax  purposes.”  So  that  where 
they  are  rich  people  you  propose  they  should  still  be 
taxed  together? — Where  it  is  a case  of  Super-tax. 

3535.  Why  should  there  be  a difference  between  rich 
women  and  poor  women  in  this  matter? — This  is  a 
difference  in  combining  the  two  returns  in  cases  where 
the  income  is  at  a level  very  high  above  a living 
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amount.  Then  we  think  that  there  may  be  a special 
reason  for  doing  it. 

353(3.  Is  jour  complaint,  then,  that  by  treating  the 
two  together  and  so  taxing  a man  and  wife  who  would 
otherwise  escape  taxation,  what  is  left  to  them  is 
reduced  below  the  subsistence  limit? — That  is  one 
point. 

3537.  That  would  be  met  by  a larger  allowance  for 
the  wife,  would  it  not?— Yes;  it  is  met  partly  by  that. 
There  are  the  two  elements  which  enter  into  it,  and 
we  have  tried  to  meet  the  difficulties  raised  by  the 
two. 

3538.  We  have  had  your  paper;  is  there  anything 
else  in  it  that  you  would  like  specially  to  speak  about? 
— I would  like  to  make  one  point  quite  clear  in  regard 
to  the  abatement  for  children. 

3539.  That  is  paragraph  4? — Yes. 

3540.  You  say : “ The  abatement  to  be  allowed  for 
children  should  be  £40  each,  and  this  should  be  con- 
tinued so  long  as  the  child  is  in  receipt  of  full  time 
education  ”?— Yes.  What  I wanted  to  make  clear 
about  that  was  that  we  proposed  the  abatement  should 
be,  as  now,  up  to  16,  but  that  it  should  continue  for 
years  above  16  where  the  child  is  continuing  to  receive 
a full  time  education.  I was  afraid  that  as  this  was 
stated  it  might  be  taken  to  mean  that  the  abatement 
should  end  when  the  child  left  school,  even  if  it  left  at 
14. 

3541.  What  you  propose  is  that  it  should  be  con- 
tinued as  long  as  the  child  is  in  receipt  of  full  time 
education.  Would  you  make  that  proposal  whether 
the  child  is  earning  money  or  not? — Yes,  if  it  is  receiv- 
ing  full  time  education.  I cannot  imagine  how  a child 
receiving  full  time  education  could  be  earning  money 
to  any  extent  that  would  affect  the  problem. 

3542.  I am  very  familiar  with  cases  of  children 

doing  their  full  time  and  earning  12s.  a week? That 

is,  of  course,  one  of  the  things  which  we  should  be  very 
glad  to  see  a law  to  prevent,  for  it  means  in  such  a case 
that  the  child  is  being  very  much  overworked. 

3543.  I agree. — But  I should  not  have  thought  it  was 
possible. 

3544.  That  is  in  the  suburbs  of  London — taking 
round  papers  and  delivering  milk  before  going  to 
school.  Why  do  you  suggest  that  the  abatement 
should  be  £40  a year? — We  think  that  that  is  a very 
reasonable  and  moderate  allowance  for  the  abatement 
for  children,  in  view  of  the  cost  of  keeping  children. 

3545.  So  that  taking  your  average  family  at  £4  per 
week,  that  is  £200  a year,  with  four  children,  do  you 
put  the  cost  of  the  children  down  at  £160  out  of  the 
£200? — As  a matter  of  fact  you  cannot  reckon  it  in 
that  way.  We  think  it  is  a reasonable  abatement  to 
be  made  on  incomes.  We  are  not  considering  only  in- 
comes of  £200 ; we  are  considering  incomes  that  go  up 
higher.  Under  the  proposal  that  we  make,  an  income 
of  £200  would  be  entirely  exempt  from  tax,  if  it  was  a 
case  of  husband  and  wife,  because  there  would  be  the 
abatement  for  the  husband,  and  a similar  amount  for 
the  wife. 

3546.  Is  there  any  other  point  you  would  wish  to 
speak  specially  about?— No,  I do  not  think  there 
is. 

3547.  Mr.  Brace : I see  in  paragraph  6,  you  are 
dealing  with  indirect  taxation  ?— Yes. 

3548.  Is  the  Commission  to  understand  that  you 
advocate,  in  your  evidence,  the  entire  abolition  of 
indirect  taxation  ? — Yes ; it  is  a point  upon  which 
women  especially  feel  very  strongly,  because,  as  the 
buyers  for  the  family,  they  know  how  heavily  in- 
direct taxation  falls  upon  their  income.  We  would 
therefore  much  rather  have  direct  taxation  in  place 
of  these  taxes  on  food  and  other  necessaries  which 
now  make  the  poor  pay  so  heavily  in  comparison  with 
their  income. 

3549.  Then  if  you  abolished  indirect  taxation,  what 
principle  of  taxation  do  you  think  would  be  a fair 
and  equitable  principle  to  the  working  classes— 
Income  Tax?— Yes,  Income  Tax  levied  on  incomes 
that  were  above  a minimum  wage. 

3550.  I note  that  in  paragraph  3 you  say  that  in 
the  case  of  a married  couple  £280  should  be  exempt 
where  the  income  was  over  £300.  Is  that  figure 
arrived  at  upon  the  present  system  of  taxation  and 
the  present  cost  of  living,  or  is  the  figure  arrived  at 


by  you  after  abolishing  all  indirect  taxes?— That  is 
on  the  present  system. 

3551.  If  indirect  taxes  were  abolished,  what  figure 
do  you  think  ought  to  be  the  effective  standard?— 
We  took  it  from  this  point  of  view  : what  is  at  the 
present  time  an  amount  upon  which  an  individual 
could  live  reasonably;  and  we  base  the  abatement 
upon  that,  taking  it  in  the  case  of  a husband  and 
wife  that  the  abatement  should  be  the  same  for  each 
individual,  so  that  you  do  not  place  two  individuals 
at  a disadvantage  because  they  are  married  people. 
That  brought  it  up  to  the  £280  on  an  income  over 
£300.  I believe  that  to  be  a reasonable  amount 
which  you  should  leave  free  from  taxation  at  the 
present  cost  of  living.  If  you  abolish  indirect  taxa- 
tion, the  cost  of  living  would  be  very  considerably 
lowered,  and  you  could  then  Lave  a considerably 
lower  level  of  Income  Tax. 

3552.  But  in  addition  to  that,  if  the  indirect  taxes 
were  abolished,  would  not  the  working  classes  be  in 
a better  position  to  pay  on  a lower  standard  of 
income  than  they  could  if  indirect  taxes  were  to 
remain  ? — I do  not  quite  follow  your  question. 

3553.  The  working  class  now,  by  indirect  taxes,  pay 
a large  amount  of  money  in  taxation ; but  if  that  sys- 
tem of  taxation  were  abolished,  would  not  the  work- 
ing class  be  able  to  pay  a larger  amount  in  Income 
Tax  than  they  could  be  expected  to  do  under  the 
present  system? — Yes,  undoubtedly;  you  could  have 
a very  much  lower  level  at  which  the  Income  Tax 
could  be  levied. 

3554.  The  £280  is  your  figure  for  married  people? — 
Yes. 

3555.  What  would  be  your  abatement  figure  for  a 
bachelor  or  for  an  unmarried  woman  ? — We  place  that 
in  this  statement  at  £150. 

3556.  Then  you  would  differentiate  between  single 
men  and  single  women  and  married  men  and  women  ? 
—You  do  not  really  differentiate  between  them.  You 
give  to  each  individual  the  same  amount  of  income 
free  from  taxation;  if  they  are  married  they  get  just 
the  same.  It  is  the  American  system.  They  place 
the  husband  and  wife  on  the  level;  they  double  the 
amount  of  the  abatement  in  the  case  of  husband  and 
wife.  £200,  I think,  is  free  from  taxation  for  a 
single  person;  in  the  case  of  married  people  £400  is 
rree  from  taxation. 

3557.  Whether  the  wife  earns  money  or  pot? Yes. 

3558.  Then  for  this  purpose  you  would  tax  separ- 

ately, or  you  would  take  a separate  standard  £140 
or  £150? — Yes.  ’ 

3559.  And  in  the  case  of  two  people  married  vou 

would  make  it  £280? — Yes.  * 

3560.  With  all  the  children’s!  allowances  as  well?— 
Yes. 

3561.  Sir  J.  Earmood-Banner : When  you  speak 

of  the  abolition  of  indirect  taxes,  what  do  you  mean - 

merely  tea,  sugar,  and  coffee,  or  do  you  include 
tobacco,  beer,  wines  and  spirits?— I include  all  taxes 
on  foods  and  any  other  necessaries. 

3562.  Including  tobacco,  wines  and  spirits?— Well, 
it  is  a little  bit  difficult.  There  you  introduce  a 
moral  question  into  which  I will  not  go.  It  depends 
on  how  you  look  on  them.  If  the  community  in 
general  looks  upon  them  as  necessaries,  then  we  should 
say  abolish  those  indirect  taxes.  In  any  case,  I do 
not  know  that  you  want  to  tax  what  are  very  com- 
monly used  luxuries.  The  tax  on  wine  is/  perhaps  a 
reasonable  one. 

3563.  Mr.  Kerly : It  oomes  to  this,  when  you  look 

at  the  substance  of  it,  does  it  not?  You  think  direct 
taxation  is  excellent,  provided  it  is  taxation  of  other 
people?— No,  I think  that  is  quite  an  unfair  way  of 
putting  it.  J 

3564.  I am  speaking  of  the  people  you  represent? — 
Yes ; I am  speaking  of  them,  too. 

3565.  Of  courste,  I am  not  speaking  of  you  person- 
ally. You  are  speaking,  in  substance,  for  people 
whose  incomes  are  £200  a year  or  less,  and  you  provide 
that  they  shall  pay  no  direct  taxes,  no  indirect  taxes, 
and  you  think  that  the  revenue  should  be  raised  by 
direct  taxes  upon  other  people  ? — On  the  contrary ; 
what  we  say  quite  definitely  in  our  evidence,  and 
what  I have  just  said  In  reply  to  Mr.  Brace  is  that 
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at  the  present  time,  with  the  taxation  which  is  now 
placed  on  food  and  other  necessaries,  we  believe  the 
limit  should  be  this  limit  of  £280  for  a married 
couple,  hut  what  I did  say  especially  was  that  if  you 
do  away  with  those  forms  of  indirect  taxation,  you 
can  lower  that  limit  and  put  on  Income  Tax  at  a 
much  lower  level. 

3566.  How  much? — It  depends  on  the  extent  to 
which  you  do  away  with  indirect  taxes,  and  the  actual 
amount  by  which  you  are  able  in  that  way  to  lower 
the  cost  of  living.  Lower  the  cost  of  living,  and  you 
can  reduce  the  limit  on  which  income  goes  free  from 
Income  Tax,  by  the  amount  of  the  reduction. 

3567.  Do  you  know  what  the  indirect  taxation  upon 
a family  of  husband,  wife  and  four  children  spending 
an  income  of  £200  a year  amounts  to? — No;  speaking 


offhand,  I should  not  like  to  give  you  a figure,  but 
I could  very  easily  provide  you  with  one. 

3568.  I can  give  you  the  figure — at  least,  the  best 
calculation  that  has  been  made  as  to  the  figure.  The 
total  indirect  taxation  on  such  a family,  with  £200 
a year,  at  present  1918  prices,  is  £20  6s.  9d.,  of 
which  £14  6s.  Od.  is  paid  on  drink  and  tobacco,  leav- 
ing £6  only  which  is  paid  on  tea,  sugar,  and  other 
indirect  taxes,  including  the  Post  Office.  You  have 
only  £6  to  deal  with? — Out  of  an  income  of  £200 
at  present  prices,  a family  can  very  ill  afford  that 
much;  but  of  course  the  figures  you  have  given  I 
do  not  kjiow. 

3569.  Mr.  Kerly : We  are  very  much  obliged  to  you 
for  your  evidence. 


Mr.  P.  D.  Leake,  F.C.A.,  Author  of  “ Depreciation  and  Wasting  Assets  and  their  Treatment  in  Computing 
Annual  Profit  and  Loss,”  called  and  examined. 


The  witness  handed  in  the  following  statement  as  his 
evidence  in  chief  : — 

Introductory. 

3570.  (1)  Income  Tax  is,  in  my  opinion,  the  ideal  in- 
strument for  raising  national  revenue,  because,  pro- 
vided that  Income  Tax  is  assessed  on  actual  income 
arising,  it  always  falls  upon  the  shoulders  of  those 
who  are,  on  the  whole,  best  able  to  bear  it,  and  there- 
fore it  is,  on  the  whole,  the  most  equitable  tax  to 
impose.  But  an  Income  Tax  should  be  assessed  on  the 
nearest  possible  approximation  to  actual  income 
arising  within  each  period  of  assessment. 

Wasting  assets  and  taxation. 

3571.  (2)  On  present  Income  Tax  principles  no  de- 
duction is  allowed  from  revenue  to  cover  the  cost  of 
exhaustion  of  material  wasting  assets,  such  as,  for  in- 
stance, the  raw  material  contained  in  grounds  which 
have  been  bought  and  paid  for,  and  are  afterwards 
denuded  of  that  raw  material  in  the  course  of  manu- 
facture, by  raw-material-winning  companies,  so  that 
these  undertakings,  using  up  material  wasting  assets, 
always  pay  Income  Tax  on  amounts  which  are  greater 
than  the  profits  earned  by  them,  with  results  which 
are  sometimes  grotesque — as  I will  presently  show  by 
illustration. 

3572.  (3)  In  the  interests  of  our  national  revenue, 
of  which  Income  Tax  is,  and  must  remain,  the  great 
and  growing  source,  the  continuance  of  such  prin- 
ciples— obviously  suicidal  to  the  Income  Tax  itself — 
is  deplorable  and  should  be  remedied.  Of  minor  im- 
portance when  the  tax  was  low,  it  has  now  become  a 
national  danger  that  Income  Tax  should  be  so  unjustly 
assessed,  not  upon  profits,  but  upon  a balance  of 
revenue  which  is  not  profits,  but  consists  of  profits 
plus  something  else. 

3573.  (4)  It  seems  important  to  inquire — how  did 
Income  Tax  come  to  be  levied  in  this  way?  The  In- 
come Tax  Act,  1842,  is  “ An  Act  for  granting  .... 
duties  on  profits  arising  from  property,  professions, 
trades,  and  offices.”  This  is  unmistakably  clear 
language,  and  should  suffice  to  exclude  all — save 
profits — from  the  operation  of  the  tax.  And,  as  a 
matter  of  fact,  the  judges  have  frequently  stated  that 
the  Income  Tax  Acts  tax  profits  only,  so  that  it 
becomes  a question  of  what  are  profits?  The  third 
rule  of  the  first  case  of  Schedule  D of  the  Income  Tax 
Act,  1842,  relating  to  deductions  not  to  be  allowed  in 
computing  profits,  provides  that  “ in  estimating  the 
balance  of  profits  and  gains  chargeable  under  Schedule 
D ....  no  sum  shall  be  ...  . allowed  to  be  set 
against  or  deducted  from  such  profits  or  gains  .... 
on  account  of  any  capital  withdrawn  therefrom;  nor 
from  any  sum  employed  or  intended  to  be  employed  as 
capital  in  any  trade,  manufacture,  adventure,  or  con- 
cern.” These  words  are  harmless  in  that  they  do  not 
interfere  with  the  just  computation  of  annual  profits, 
but  the  words  appear  to  be  superfluous,  because  if  any 
capital  is  withdrawn  and  deducted  in  estimating 
profits  the  result  will  obviously  be  less  than  profits, 
and  it  is  profits  which  the  Act  taxes. 

3574  (5)  But  nevertheless  it  is  these  words  in  the 
original  Act  of  1842,  “ on  account  of  any  capital  with- 
drawn . . . nor  for  any  sum  employed  or  intended  to 


be  employed  as  capital,”  which  have,  from  the  first, 
been  misconstrued.  It  has  apparently  been  impossible 
to  get  away  from  the  idea  that  material  wasting  assets 
are  in  themselves  part  of  the  capital  of  an  under- 
taking. This  is,  of  course,  a misconception — the  fact 
being  that  the  exchangeable  value  of  material  wasting 
assets,  that  is,  the  unexpired  cost-value,  is  part  of  the 
capital  of  an  undertaking  only  until,  in  the  ordinary 
course  of  business,  the  material  itself  is  used  up  and 
has  been  exchanged  into  some  other  forms  of  value, 
such  as  stock,  book  debts,  or  cash.  Capital  is  not 
itself  material,  although  the  exchangeable  value  of 
existing  material  is  capital. 

3575  (6)  The  inevitable  reduction  or  withdrawal  of 
material  wasting  assets  in  the  ordinary  course  of 
carrying  on  an  undertaking  is  thus  not  withdrawal  of 
capital,  and  the  necessary  deduction  of  the  cost  of  the 
used-up  material  which  must  be  made  from  the 
receipts  before  profits  can  be  ascertained,  does  not  in- 
volve the  allowance  of  deduction  of  a sum  from  profits 
or  gains  on  account  of  any  capital  withdrawn,  nor 
allowance  for  any  sum  employed  as  capital.  Capital 
resides  only  in  exchangeable  value,  and  that  part  of 
the  capital  previously  represented  by  the  value  of 
material  wasting  assets  which  have  been  used  up  will 
now  be  represented  by  the  value  of  some  other  kind 
of  assets  in  the  hands  of  the  undertaking,  into  which 
part  of  the  material  wasting  assets  has  been  converted 
or  exchanged. 

3576.  (7)  What  happens,  of  course,  is  that  the 
operation  of  exchanging  into  other  forms  of  value,  and 
so  gradually  using  up  and  reducing,  what  are  called 
fixed  assets — though  they  are  really  always  wasting 
assets — in  the  ordinary  course  of  carrying  on  the  busi- 
ness of  a profit-seeking  undertaking,  is,  not  a reduc- 
tion of  the  capital  of  the  undertaking,  but  an  ex- 
change of  part  of  the  assets  originally  representing 
the  capital  into  some  other  form  of  assets,  and  the 
capital  of  any  soundly  financed  undertaking  always 
remains  intact.  It  is  curious  to  observe  that  if  in- 
dustrial profits  were  computed  on  our  present  Income 
Tax  principles — that  is  to  say,  without  deducting  the 
expired  capital  outlay  on  material  wasting  assets — the 
profits  would  be  systematically  overstated,  with  the 
result  that  a sum  larger  than  the  actual  profits  would 
probably  be  distributed  to  shareholders,  thus,  ipso 
facto,  improperly  reducing  the  capital  of  the  under- 
taking. 

3577.  (8)  In  the  early  days  of  the  present  Income 
Tax  the  science  of  computing  annual  profits  was  con- 
siderably less  developed  than  it  is  to-day  (when  will 
the  science  of  computing  annual  profit  and  loss  receive 
the  study  and  attention  it  deserves?),  and  joint  stock 
enterprise,  in  its  present  form,  was  unknown.  In- 
dustry itself  was  comparatively  simple  and  traders 
carried  on  their  own  undertakings,  and  as  long  as  they 
had  sufficient  cash  at  the  bank  for  their  needs  they 
did  not  trouble  much  about  computing  annual  profits 
with  exactness.  The  cash  book  had  an  exaggerated 
importance,  and  the  difference  between  receipts  and 
payments  in  or  about  the  year,  together  with  a rough 
stocktaking,  was  sufficient  for  their  needs,  and  this 
view,  which  was  largely  held  by  traders  themselves, 
is  reflected  in  legal  decisions  on  the  construction  of 
the  Income  Tax  Acts.  Thus  Lord  Esher,  M.R.,  in 
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City  of  London  Contract  Corporation  v.  Styles  (1887), 
stated  : — “ The  difference  between  the  expenses  neces- 
sary to  earn  the  receipts  of  the  year,  and  the  receipts 
of  the  year,  are  the  profits  of  the  business  for  the  pur- 
pose of  the  tax  ” ; and,  again,  Lord  Herschell,  in  Rus- 
sell v.  Town  and  County  Bank  (1888),  said:— ‘The 
profit  of  a trade  or  business  is  the  surplus  by  which 
the  receipts  from  the  trade  or  business  exceed  the  ex- 
penditure necessary  for  the  purpose  of  earning  these 
receipts.” 

3578.  (9)  The  Customs  and  Inland  Revenue  Act, 
1878,  section  12,  opens  with  the  words:  ‘‘Notwith- 
standing any  provision  to  the  contrary  contained  in 
any  Act  relating  to  Income  Tax,  the  Commissioners 
. . . shall  . . . allow  . . . such  deduction  as  they  may 
think  just  and  reasonable  as  representing  the 
diminished  value  by  reason  of  wear  and  tear  during 
the  year  of  any  machinery  or  plant.”  For  the  reasons 
given  it  is  contended  that  the  Income  Tax  Act,  1842, 
does  not  contain  “ any  provision  to  the  contrary  ” 
such  as  to  deny  the  taxpayer  the  right  of  making  de- 
duction of  a properly  measured  sum  for  expired  capital 
outlay  on  material  wasting  assets— part  of  the  annual 
expenditure  incidental  to  profit-seeking— the  value  of 
which  material  wasting  assets  once  formed  part  of  the 
taxpayer’s  capital,  but  which  has  now  been  exchanged 
into  some  other  form  of  value,  which  now  in  its  turn 
represents  his  capital. 

3579  (10)  In  view  of  the  very  wide-spread  mis- 
apprehension with  regard  to  what  is  called  fixed 
capital  I desire  to  say  that  capital  can  exist  only  in 
exchangeable  value,  and  therefore  capital  can  only  be 
fixed  by  maintaining  the  assets  in  some  form  or  other, 
at  an  exchangeable  value — on  a “ going-concern  ” 
value  basis — at  least  equal  to  the  fixed  capital.  As 
wasting  assets  in  which  capital  resides  become  less 
in  exchangeable  value,  some  other  form  of  exchange- 
able value  arises  which  increases  other  assets,  such 
p sale  stock,  debts,  bank  balances,  or  temporary 
investments.  This  must  happen  automatically  when 
an  undertaking  results  in  true  economic  profit,  pro- 
vided that  no  greater  sum  than  the  profit  is  with- 
drawn; but  when  the  undertaking  results  in  a loss, 
or  a sum  greater  than  the  profit  is  withdrawn  the 
capital  cannot  be  maintained  except  by  introducing 
fresh  value. 

3580.  (11)  The  theory  that  the  capital  and  revenue 
outlay  accounts  of  a profit-seeking  undertaking  are 
distinct,  in  the  sense  that  the  accounts  relating  to 
capital  outlay  can  be  partitioned  off  and  treated 
as  the  capital  account,  is  a fallacy.  All  capital 
outlay  on  wasting  assets  consists  merely  of  payments 
made  in  advance  on  revenue  account,  all  of  which 
are  constantly  expiring  in  the  service  of  the  revenue 
account,  and,  therefore,  the  value  of  the  capital 
investment  cannot  be  upheld  except  by  regular  and 
adequate  contributions,  which  must  be  retained  out 
of  revenue  receipts  by  being  charged  to  revenue 
account.  These  contributions  need  not  remain 
lodged  in  the  hank  until  the  money  is  required  to 
renew  the  wasting  assets.  The  swelling  balance  at 
the  bank  should  in  the  meantime  be  used,  as  it 
generally  is  used,  if  required,  for  the  ordinary  pur- 
poses of  the  business. 

3581.  (12)  It  increases  for  the  time  being  the  avail- 
able floating  or  circula  ting  capital,  and,  as  the  moneys 
representing  the  contributions  are  retained  out  of 
revenue  receipts,  the  requirements  of  the  business 
may  simultaneously  increase  to  an  extent  demanding 
the  permanent  use  of  these  moneys  as  additional 
floating  capital.  Again,  if  not  used  to  answer  a 
growing  need  for  further  floating  capital,  the  con- 
tributions may  be  gradually  absorbed  by  the  purchase 
of  additional  wasting  assets,  such  as  further  plant, 
permanently  required  by  the  undertaking. 

3582.  (13)  In  either  of  these  cases,  when  it  becomes 
necessary  to  renew  the  original  wasting  assets,  and 
bring  them  up  to  their  value  again,  the  money, 
although  specifically  contributed  by  revenue  year  by 
year  in  the  past,  will  not  be  found  at  the  bank 
available  for  use.  The  reason  is  that  it  has  been 
already  invested  to  answer  the  growing  need  of  the 
business  for  new  capital,  and,  therefore,  directly  the 


money  is  required  for  its  originally  intended  purpose, 
it  is  legitimate  and  may  be  necessary  to  increase 
permanently  the  capital  of  the  undertaking  by  issu- 
ing new  capital,  and  to  use  the  money  provided  by 
this  increase  of  capital  to  renew  the  original  wasting 
assets,  because  the  undertaking  now  needs  a per- 
manently larger  capital.  In  the  meantime,  sums  in 
lieu  of  this  new  capital  have  been  borrowed  year  by 
year,  as  above  stated,  out  of  the  proceeds  of  the 
gradual  return  of  the  money  laid  out  in  the  wasting 
assets  which  formed  part  of  the  original  “ fixed  ” 
capital  investment. 

3583.  (14)  The  use  of  the  new  capital  for  the  re- 
newal of  the  original  wasting  assets  will  operate  to 
pay  back  the  temporary  loan  which  was  legitimately 
borrowed  from  the  Original  “fixed”  capital,  at  a 
time  when  the  money  would  otherwise  have  remained 
unemployed  in  the  business.  Thus  the  operation  of 
exchanging  into  other  forms  of  value,  and  so  gradu- 
ally using  up  and  reducing,  what  are  called  fixed 
assets  (although  really  wasting  assets)  in  the  ordinary 
course  of  carrying  on  the  business  of  a profit-seeking 
undertaking,  is  not  reducing  the  capital  of  the  busi- 
ness, for  the  capital  (or  exchangeable  value)  will  be 
found  residing  in  some  other  asset  received  in  ex- 
change, which  may  be  in  the  form  of  sale  stock, 
debts,  cash,  plant  or  other  value,  provided  always 
that  the  revenuo  account  has  been  in  the  meantime 
charged  with  adequate  sums  for  expired  capital  out- 
lay. 

3584.  (15)  Before  passing  on  to  define  the  terms 
“ wasting  assets  ” and  “ depreciation  ” I desire  to 
illustrate  the  grotesque  results  which  in  periods  of 
high  taxation  arise  out  of  our  present  Income  Tax 
principles  of  taxing  statutory  profit  instead  of  actual 
profit. 

3585.  (161  As  already  stated,  the  principles  on 
which  profits  are  computed  for  Income  Tax  purposes, 
do  not  permit  raw-material-winning  companies  to 
deduct  from  their  revenue  that  part  of  the  cost  of 
producing  the  revenue  which  is  represented  by  the 
cost  of  the  raw  material,  nor  to  deduct  the  expired 
cost-value  of  the  buildings,  machinery  and  plant, 
which  are  gradually  used  up  in  getting  the  raw 
material  and  manufacturing  the  same ; they  are  gene 
rally  allowed  to  deduct  only  an  amount  equal  to  5 per 
cent,  per  annum  on  the  reducing  balance  of  the  cost- 
value  of  statutory  machinery  and  plant,  which  may  go 
a very  small  way  towards  meeting  that  part  of  the 
cost  of  production. 

3586.  (17)  The  consequent  difficulty  in  which 
British  nitrate-producing  companies,  for  instance, 
now  find  themselves  owing  to  the  application  of  these 
Income  Tax  principles  will  be  best  illustrated  by  an 
example : — suppose  a nitrate-producing  company  with 
a share  capital  of  £500,000,  all  of  which  is  laid  out  in 
the  cost  of  nitrate  grounds,  development,  buildings, 
machinery  and  plant.  There  are  no  debentures.  The 
company  has.  during  each  of  the  six  years  ended 
December  31,  1916  (a  period  covering  three  pre-war 
years  and  three  statutory  accounting  periods),  with 
an  annual  output  of  1,000,000  quintals,  earned  a 
gross  revenue  of  £50,000,  yielding,  after  deducting 
6d.  per  quintal — the  cost  of  material,  etc.  (see  note*) 
—a  profit  of  £25,000  per  annum.  For  the  sake  of 
simplicity  the  gross  revenue  may  be  assumed  to  be 
£200  more  in  each  of  the  last  three  years — or  account- 
ing periods — to  cover  the  statutory  profit  addition  of 
£200  allowed.  It  is  clear  then,  that— although  owing 
to  presently  existing  Income  Tax  principles  the  com- 
pany will  have  paid  ordinary  Income  Tax  on  sums 
much  larger  than  its  profits — no  claim  will  arise  for 
Excess  Profits  Duty  in  respect  of  the  company’s 
operations  up  to  December  31,  1916. 


* NOTE.— The  average  cost  of  the  raw  material  of  nitrate 
companies  is  probably  about  4 d.  per  quintal  on  the  nitrate  ex- 
tracted— the  cost  of  the  nitrate  bearing  grounds  varying,  according 
to  the  quality  and  accessibility  of  the  raw  material,  from  about 
2d.  per  quintal  to  about  8 id.  per  quintal  of  the  estimated  extract- 
able  nitrate  contents.  To  the  average  cost  of  the  raw  material 
must  also  be  added  the  proper  proportion  of  the  cost  of  the 
necessary  buildings,  machinery, -and  plant,  which  become  useless 
and  of  little  or  no  value  when  the  adjacent  nitrate  grounds  have 
been  exhausted,  and  this  cost  is  usually  estimated  at  about  2<Z.  per 
quintal,  making  together  a total  cost  of  Gil.  per  quintal, 
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3587.  (18)  And  now  suppose  that  at  the  beginning 
of  the  year  1917  market  conditions  were  such  that 
the  directors  of  the  company  might — with  a further 
outlay  of  capital  of  £25,000  on  buildings,  machinery, 
and  plant — have  doubled  their  output  of  nitrate  in 
the  year  1917,  receiving  a slightly  reduced  selling 
price,  offset,  however,  by  a saving  in  fixed  expenses, 
which  will  not  increase  pro  rata  with  the  increase 
in  output.  The  resulting  annual  profit  would  then 
be  double.  It  should  be  noted  that,  for  the  purpose 
of  this  example,  the  actual  movement  of  prices  in 
1917  is  quite  immaterial. 

3588.  (19)  To  double  the  output  would  have  in- 
creased the  supply  of  a wanted  commodity  during 
the  war,  and  would  have  yielded  an  additional  profit 
of  £25,000  in  the  year  1917,  in  return  for  a capital 
outlay  of  £25,000,  and  if  Excess  Profits  Duty  was 
assessed  on  profits,  the  duty  at  80  per  cent,  on 
£25,000  less  the  £200  statutory  addition,  would 
amount  to  £19,840,  and  there  would  be  additional 
ordinary  Income  Tax  (at  5s.  in  tlie  £ on  the  balance 
of  £5,160)  amounting  to  £1,290,  together  £21,130, 
leaving  a balance  in  hand  after  payment  of  Income 
Tax  and  Excess  Profits  Duty  of  £3,870,  equal  to  about 
15  per  cent,  on  the  further  capital  outlay. 

3589.  (20)  But  owing  to  the  method  of  computing 
the  profits  of  nitrate  companies  for  Excess  Profits 
Duty  purposes  on  Income  Tax  principles  instead  of 
on  profit,  the  company — as  a result  of  doubling  its 
output  and  earning  £25,000  additional  profit  in  191 1 
— would  have  to  pay  Excess  Profits  Duty  amounting 
to  £37,440  and  additional  Income  Tax  (spread  over 
the  next  three  years)  of  £2,953,  together  £40,393 — 
being  £19,263  more  than  should  be  charged  on  the 
£25,000  additional  profit  earned.  The  additional 
taxes,  amounting  to  £40,393,  payable  as  a result  of 
earning  £25,000  additional  profit  in  the  year  1917  are, 
on  present  Income  Tax  principles,  computed  as 
follows : — 

Statutory  profits,  ascertained  on 
present  Income  Tax  principles 
for  the  accounting  period  end- 
ing December  31,  1917  ... 

Deduct : 

Allowance  for  wear  and 
tear  of  machinery  and 
plant,  5 per  cent,  on 
£100,000  the  assumed 
value  of  statutory  ma- 
chinery and  plant  in- 
cluded in  the  original 
capital  outlay  of  £500,000 
5 per  cent,  on  £15,000, 
the  assumed  value  of 
statutory  machinery  and 
plant  included  in  the  fur- 
ther capital  outlay  of 
£25,000  


£ £ 
100,000 

5,000 

750 


Pre-war  profits  standard : 

Statutory  average  of  pre-war 
years 


94,250 


50,000 


Less : 

Allowance  for  wear  and 
tear  of  machinery  and 
plant,  5 per  cent,  on 
£100,000  5>000 

45,000 


Add: 

Statutory  addition 
profits 

Statutory  percentage 
increase  of  capital,  9 
cent,  on  £25,000 


to 

...  - 200 
on 
per 

...  2,250 

47,450 


£ £ 

Excess  Profits  Duty,  80  per  cent, 
thereon  ...  37,440 

Income  Tax  on  additional  profits : 

Statutory  profits  to  be  brought 
into  average  for  Income  Tax 
in  1917,  as  above  ...  ...  94,250 

Less : 

Excess  Profits  Duty  allowed 
as  a deduction  ...  ...  37 ,440 

56,810 

5s.  in  the  £ on  £56,810  ...  ...  14,203 

Deduct : 

Income  Tax  which  would 
be  paid,  over  the  proper 
period,  if  annual  output 
and  profits  remain  as 
before  the  year  1917  — 

5s.  in  the  £ on  £45,000* 
the  statutory  profit  . 11*250 

— — 2,953 


£40,393 


3590.  (21)  The  overcharge  of  Excess  Profits  Duty 
is  owing  to  the  fact  that  £25,000  of  the  additional 
revenue — necessarily  applied  by  the  company  to  meet 
a part  of  the  expense  of  earning  that  revenue  (none 
the  less  an  expense  of  the  year  in  which  the  value 
is  exhausted,  because  the  property  was  previously 
bought  and  paid  for  out  of  capital)  is  treated  on 
Income  Tax  principles  as  profit,  less  only  deductions 
of  £750  further  allowance  for  wear  and  tear,  and 
£2,250  interest  on  increase  of  capital,  and  after 
adjusting  Income  Tax  on  the  additional  profits,  the 
overcharge  of  duty  amounts  to  £19,263,  being  the 
difference  between  £21,130  which  should  be  charged— 
and  the  sum  of  £40,393  shown  above. 


Wasting  assets,  defined . ■ 

3591.  (22)  It  is  a fact  that  the  majority  of  profit- 
eeking  enterprises  have  to  embark  capital  in  wasting 
issets  to  enable  them  to  earn  their  revenue,  whether 
rising  from  the  winning  and  sale  of  coal  or  minerals, 
is  in  the  case  of  a colliery  or  mine,  from  traffic 
eceipts,  as  in  the  case  of  a railway  or  tramway  com- 
>any,  from  the  supply  of  electrical  energy,  gas,  water 
,r  other  public  service,  or  from  the  manufacture  and 
ale  of  goods.  It  is,  unfortunately,  customary  to 
•ecord  and  describe  capital  laid  out  in  wasting  assets 
mch  as  coal  measures,  mineral  deposits,  buildings, 
slant,  machinery  and  the  like,  as  fixed  or  permanent. 
Consideration  will  show,  however,  that  all  such  out- 
ay  of  capital,  far  from  being  represented  by  any- 
Ixina  fixed  or  permanent,  consists  of  nothing  more 
indurinf  and  substantial  than  expiring  value 
inquired  and  paid  for  in  advance  on  revenue  account 
cor  the  purpose  of  enabling  the  gross  revenue  to  bo 
earned,  in  which  process  the  value  of  all  these 
wasting  assets  will  inevitably  be  destroyed.  Wasting 
issets  of  all  kinds,  unlike  trade  stock  are  not  for 
sale  as  such,  but  are  deliberately  dedicated  to  be 
lestroyed  in  carrying  on  the  undertaking.  All  sub- 
sequent fluctuations  in  the  market  value  of  similar 
nropertv  are  thus  immaterial  and  consequently  should 
be  deliberately  excluded  from  the  accounts  of  su * 
undertakings,  the- sole  question  being  how  ^ appor- 
tion the  cost  of  the  wasting  assets  (a  known  amount 
be  it  observed),  fairly  over  each  of  the  limited  number 
of  years  which  will  benefit  by  the  outlay.  Under- 
takings using  wasting  assets  in  earmng  their  rcvenue 
incur  each  ytar  expenditure  under  two  distinct^ heads, 
one  being  that  expenditure  for  whichc^hhastobe 
disbursed  at  the  time,  or  m or  about  the  year  t 
benefit  is  received,  as.  for  instance,  ^age^  rent,  and 
the  like;  and  the  other  being  represenW  by  that 
part  of  the  previously  incurred  capital  outlay  whi  4 
L expired  within  the  year,  and  it  must  stated 
that  this  latter  head  of  expenditure  is  at  pmgnt 
grievously  neglected  m accounting  by  profit-seeking 
undertakings. 
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3592.  (23;  Wasting  assets  consist  of  all  values  of  an 
exchangeable  nature  which  inevitably  diminish  while 
applied  to  the  purpose  of  seeking  profits  or  advantage, 
otherwise  than  by  purchase  and  sale,  and  they  in- 
clude the  following: J 

(a)  Industrial  plant  comprising  all  perishable 
material  property  other  than  that  pri- 
marily  intended  for  re-sale.  Such  plant 
includes  all  buildings,  plant,  machinery, 
fixtures  and  furniture  of  manufacturers; 
a ‘ buildings,  plant,  machinery,  fixtures, 
and  furniture  of  mines;  and  all  surface 
works  (reservoirs,  water  service,  railway 
sidings,  roads,  etc.);  the  way,  bridges, 
works,  stations,  rolling  stock,  and  all 
equipment  of  railway  and  tramway  com- 
panies, other  than  site  value  of  land  in 
each  case.  Most  of  the  capital  of  electric 
lighting  and  power  companies;  gas,  water, 
and  omnibus  companies;  cable,  telegraph’ 
and  telephone  companies;  shipping  and 
dock  companies;  as  well  as  that  of  many 
other  undertakings,  is  also  invested  in 
perishable  industrial  plant.  The  under- 
takings least  affected  are  banking,  insur- 
ancei  investment,  and  finance  companies, 
(o)  The  mass  of  source  of  any  natural  raw  ma- 
terial, including  bodies  of  coal  and  all 
kinds  of  minerals;  deposits  of  slate,  stone, 
gravel,  earths,  oil,  and  nitrate;  also  timber 
and  all  kinds  of  growing  plants  yielding 


recurring  crops. 

(c)  Main  shafts,  main  adits,  shafts  which  develop 

ore,  and  other  underground  development, 
undertaken  to  win  natural  raw  material. 

(d)  Purchased  terminable  annuities. 

(e)  Purchased  terminable  concessions. 

( f ) Leaseholds. 

( 9 ) Copyrights. 

( h ) Patent  rights. 

(i)  Goodwill  and  trade  marks. 

3593.  (24)  Purchased  materials  and  stock  held  for 
the  purpose  of  manufacture  and  sale  are  not  wasting 
assets,  neither  are  gotten  minerals  and  the  like  nor 
severed  crops,  for  they  are  all  held  for  the  purpose 
of  manufacture,  or  sale,  and  do  not  inevitably  fall  in 
exchangeable  value  during  any  period  of  use  in  seek- 
mg  profits.  Gotten  minerals  are  easily  distinguish- 
able from  the  mass  or  source  of  the  natural  raw 
material,  for  the  latter,  when  applied  to  the  purpose 
of  seeking  profits,  inevitably  falls  in  exchangeable 
value  during  the  period  of  its  use  in  consequence  of 
the  gradual  reduction  of  the  mass,  or  source,  as  the 
product  is  won.  The  site  value  of  lam)  is  not  a 
wasting  asset ; its  value  does  not  inevitably  diminish 
while  applied  to  the  purpose  of  seeking  profits  other- 
wise than  by  purchase  and  sale  of  the  land. 

3594.  (25)  Stock  Exchange  and  other  like  securities 
are  not  wasting  assets;  they  are  held,  as  a rule,  for 
the  purpose  of  obtaining  the  income  receivable  from 
them  in  the  form  of  annual  dividends,  and  although 
such  securities  may  at  any  time  either  appreciate  or 
depreciate  in  market  value,  this  change  in  value  will 
not  arise  out  of  the  purpose  for  which  they  are  held, 
and  thus  they  are  clearly  distinguishable  from  wasting 
assets.  This  applies  equally  whether  the  securities 
are  held  as  investments  for  the  purpose  of  receiving 
the  annual  dividends,  or  by  a dealer  or  speculator  for 
the  purpose  of  selling  at  a profit ; for  in  neither  case 
does  any  movement  up  or  down  in  their  exchangeable 
value  arise  directly  out  of  the  purpose  for  which  they 
are  held.  Movements  up  or  down  in  value  of  Stock 
Exchange  or  other  securities  are,  of  course,  of  every- 
day occurrence,  and  arise  from  various  causes,  but  the 
cost  of  the  securities  does  not  expire  in  pursuit  of  the 
object  sought  to  be  attained,  as  it  always  does  expire 
in  the  case  of  wasting  assets.  Realized  losses  on  the 
sale  of  investments  m Stock  Exchange  and  other 
securities  may  thus  be  clearly  distinguished  as 
“ capital  ” losses  by  the  application  of  this  test. 
When  such  loses  are  incurred  by  a profit-seeking 
enterprise,  having  part  of  its  funds  invested  in  out- 
side securities,  such  realized  losses  should  no  doubt 
be  refunded  or  made  good  out  of  profits  retained  in 
hand  for  that  purpose,  and  the  same  applies  to  any 
fall  in  the  value  of  investments  when  it  is  considered 


that  the  loss  may  be  permanent,  but  this  is  quite 
distinct  from  commercial  depreciation.  All  such  re- 
funds of  “ capital  ” losses  are  made  out  of  true  pro- 
fits arising  from  the  undertaking,  except,  of  course 
in  the  case  of  a financial  enterprise  specifically  seek- 
ing profits  from  the  purchase  and  sale  of  investments 
when  the  securities  are,  to  the  financial  enterprise’ 
much  the  same  as  the  stock-in-trade  is  to  the  in- 
dustrial undertaking. 

Depreciation  defined. 

3595.  (26)  In  its  true  commercial  sense,  the  word 
depreciation  means  fall  in  exchangeable  value  of 

wasting  assets,  computed  on  the  basis  of  cost-value 
expired  during  the  period  of  their  use  in  seeking 
profits,  increase  of  value,  or  other  advantage.  Depre- 
ciation is  part  of  the  cost  of  seeking  profits,  equal  in 
importance  to  other  revenue  expenditure. 

3596.  (27)  The  fall  in  exchangeable  value  of  waatinu 

assets  during  the  period  of  their  use  in  seeking  profit 
may  be  due  to  any  one  or  more  of  the  follmvina 
causes : — 6 

Expiration  of  time. 

Natural  decay. 

Wear  and  tear. 

Obsolescence. 

Diminution  of  the  mass  or  source  of  natural  raw 
material. 

Diminution  of  the  principal  sum  involved  in 
oontracts  such  as  purchased  terminable 
annuities. 

3597.  (28)  The  term  “ profits,  increase  of  value,  or 
other  advantage  ” includes  not  only  all  kinds  of  in- 
dustrial and  commercial  profits,  but  it  also  includes 
the  accruing  interest  contained  in  contracts  such  as 
purchased  terminable  annuities,  and  all  accruing  bene- 
fits (having  exchangeable  value)  which  may  be  received 
in  some  form  other  than  cash,  such  as  the  annual 
value  of  a house  occupied  by  the  owner,  or  of  furni- 
ture, or  horses  and  carriages  used  by  the  owner. 

3598.  (29)  It  is  important  to  observe  that  it  is  the 
tali  in  exchangeable  value  occurring  during  the  whole 
period  of  use,  and,  further,  that  during  that  period 
wasting  assets  are  not  primarily  intended  for  sale 
m their  existing  form.  They  are,  in  fact,  out  of  the 
market,  being  all  the  time  allocated  to  the  specific 
purpose  of  seeking  profits  in  the  pursuit  of  which  they 
will  be  destroyed,  except  as  to  any  scrap  or  remainder 
value  which  may  ultimately  survive.  Depreciation  of 
wasting  assets  is,  therefore,  unaffected  by  market 
fluctuations  in  value  due  to  the  operation  of  the  law 
of  supply  and  demand  during  the  currency  of  the 
period  of  their  use. 

3599.  (30)  The  failure  to  recognize  this  fact  is  re- 
sponsible for  that  part  of  the  difficulty  surrounding 
the  subject  of  depreciation  which  arises  out  of  the 
common  belief  that  regard  must  be  had  to  fluctuations 
in  value  due  to  the  temporary  state  of  supply  and 
demand.  All  such  fluctuations  must  be  entirely  dis- 
regarded, except  always  in  so  far  as  they  may  safely  be 
taken  as  useful  indications  in  revising  earlier  esti- 
mates of  the  ultimate  exchangeable  value  (if  any) 
likely  to  survive  at  the  end  of  the  period. 

3600.  (31)  A profit-seeking  undertaking  using  wast- 
ing assets  is,  and  for  accounting  purposes  must  always 
be,  treated  as  a going  concern;  and  a going  concern 
will  apply  its  wasting  assets  for  the  purposes  for  which 
they  were  acquired,  and  will  not  act  as  a dealer  in 
the  purchase  and  sale  of  such  property  for  profit. 
Therefore,  after  the  purchase  of  wasting  assets  at  a 
certain  cost,  be  it  high  or  low,  the  accounting  problem 
is  confined  to  the  proper  distribution  of  that  cost  over 
the  years  of  the  efficient  life  of  the  wasting  assets. 
Suppose  a machine  costs  £1,100,  with  expected  life 
ten  years  and  scrap  valuo  £100,  the  proper  provision 
for  depreciation  is  £100  a year.  It  makes  no 
difference  at  all  that  in  five  years  the  market  price 
of  such  a machine  may  have  advanced  to  £1,500.  It 
is  still  only  necessary  and  permissible  within  the  ten 
years  to  refund  the  cost  of  the  machine  which  was 
purchased  for  £1,100.  When  it  becomes  necessary 
to  purchase  another  machine  at  the  end  of  ten  years, 
it  may  cost  £1,500,  which  will  need  a capital  outlay  of 
£400  in  excess  of  that  needed  for  the  purchase  of 
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the  first  machine;  but  this  circumstance  does  not 
render  inadequate  the  charge  of  £100  per  annum  for 
depreciation  on  the  first  machine,  which  cost  only 
£1,100.  It  cannot  be  too  clearly  stated  that  deprecia- 
tion extends  only  to  the  replacement  of  the  cost  of 
wasting  assets  already  acquired,  and  which  are  being 
wasted  in  the  process  of  earning  the  revenue  of  an 
undertaking.  The  provision  is  not  to  cover  the  cost 
of  future  renewals,  although  it  will  be  available  to  be 
applied  to  or  towards  that  cost. 

3601.  (32)  The  word  “ depreciation  ” is  unsatis- 
factory as  a definition  of  that  which  it  is  intended 
to  imply,  for  it  means  much  more  than  is  intended; 
thuB,  a fall  in  the  value  of  Stock  Exchange  securities 
held  by  bankers  and  others  is,  no  doubt  correctly, 
described  as  depreciation  in  the  sense  opposite  to 
appreciation.  Besides  being  commonly  used  to  ex- 
press fall  in  all  exchangeable  value,  whether  existing 
in  the  form  of  wasting  assets  or  otherwise;  the  word 
is  also  used  in  the  sense  of  lowering  in  estimation, 
thus : — 

“ A method  . . . which  much  depreciates  the 
esteem  and  value  of  miracles.”  1646.  Sir  T. 
Browne,  Pseud.  Ep.,  IV.,  x.,  205. 

“ A great  depreciation  of  the  standard  of 
morals  among  the  people.”  1829.  J.  Taylor. 
Enthus.,  IX,  225. 

“ Our  architectural  reputation,  never  high,  is 
still  more  depreciated  by  the  building  at 
South  Kensington.”  1862.  Fraser’s  Magazine, 
November,  331. 

3602.  (33)  The  term  “ expired  capital  outlay  ” is 
an  exact  definition  of  that  which  the  word  “ de- 
preciation ” is  intended  to  imply  when  used  in  its 
commercial  sense,  and  the  general  adoption  of  this 
term  would  avoid  the  common  mistakes  arising  from 
a natural  belief  that  “depreciation  ” covers  at  least 
all  that  which  is  opposite  to  appreciation. 

3603.  (34)  A clear  understanding  of  the  true  mean- 
ing of  “depreciation,”  as  being  expired  capital  out- 
lay, enables  questions  which  have  been  raised  from 
time  to  time  by  legal  winters  to  be  easily  answered; 
thus  Buckley,  L.J.,  in  his  work  on  the  Companies’ 
Acts,  in  discussing  depreciation,  asks  this  question : — 

3604.  (35)  Suppose  I buy  £100  Consols  at  80,  and 
at  the  expiration  of  a year  they  have  fallen  to  77^, 
is  my  income  £2  10s.  or  nothing?  If  nothing;  then 
if  at  the  expiration  of  the  year  they  had  risen  to 
82£,  my  income  would,  by  comparative  reasoning, 
have  been  £5,  not  £2  10s.  Is  the  result  affected  by 
the  question  whether  at  the  end  of  the  year  I am  or 
am  not,  about  to  sell  my  Consols? 

3605.  (36)  The  answer  to  the  first  question  is,  that 
the  fall  of  £2  10s.  in  the  value  of  the  £100  Consols, 
not  being  a loSs  resulting  inevitably  from  the  holding 
of  the  Consols  for  the  purpose  of  receiving  the 
£2  10s.  dividend,  is  a capital  loss.  It  is  not  com- 
mercial depreciation,  and  is  not  a charge  against 
the  income.  Capital  losses  may  perhaps  be  defined 
as  the  fall  in  exchangeable  value  of  property  not 
applied  to  the  purpose  of  seeking  profits  in  such  a 
manner  as  to  cause  it  inevitably  to  diminish  or 
expire,  and  the  capital  invostod  in  this  £100  of 
Consols  for  the  purpose  of  earning  the  £2  10s. 
dividend  was  not  applied  in  such  a way  as  to  cause 
it  inevitably  to  diminish  in  value.  By  the  same 
process  of  reasoning,  the  answer  to  the  second  ques- 
tion is,  that  the  rise  in  value  of  the  Consols  to  82^ 
results,  if  the  Consols  are  sold,  in  a capital  profit  of 
£2  10s.,  which  is  of  a different  character  to  the 
dividend  of  £2  10s.,  and  may  be  treated  as  income  or 
not,  at  the  option  of  the  person  concerned.  The 
answers  are  unaffected  by  the  question  whether  or 
not  the  Consols  are  about  to  be  sold  at  the  end  of 
the  year. 

3606.  (37)  Another  question  in  the  same  work  is  as 
follows : — 

Suppose  a tramway  company  lays  its  line  when 
material  and  labour  are  both  dear;  both  subse- 
quently fall,  and  the  same  line  can  be  laid  for 
half  the  money,  and,  as  an  asset  (independent 
of  depreciation  from  wear),  is  worth  only  half 
what  it  cost.  Is  the  company  to  make  this  good 
to  capital  before  it  pays  further  dividend?  If 
so,  then,  if  the  oost  of  material  and  labour  had 


risen  after  the  line  was  laid,  might  not  the 
company  have  divided  as  dividend  this  aggrega- 
tion to  capital?  Upon  such  a principle,  divi- 
dends would  vary  enormously,  and  sometimes  in- 
versely to  the  actual  profit  of  the  concern. 

3607.  (38)  This  question  brings  out  clearly  the  im- 
portance of  understanding  the  true  meaning  of  de- 
preciation in  its  commercial  sense,  which  is  nothing 
more  or  less  than  “ expired  capital  outlay.”  The 
tramway  company  no  doubt  laid  out  its  capital  to  the 
best  advantage  at  the  time  of  installing  the  tramway, 
and  having  made  the  bargain  and  bought  the  pro- 
perty, whether  the  price  was  high  or  low,  the  sole 
question  for  the  company  in  preparing  its  annual  re- 
venue accounts  is  as  to  how  the  cost,  which  is  expiring 
over  a long  period  of  years,  is  to  be  fairly  allocated  as 
a charge  against  the  revenue  account  of  each  year  for 
expired  capital  outlay.  The  company  must,  after  the 
tramway  has  been  laid  and  equipped,  disregard  all 
subsequent  fluctuations  in  the  value  of  material  and 
labour,  for  the  reasons  stated  above,  except  in  so  far 
as  these  may  safely  be  taken  as  useful  indications  in 
revising  earlier  estimates  of  the  ultimate  scrap  values. 

Two  classes  of  wasting  assets. 

3608.  (39)  For  Income  Tax  purposes,  wasting  assets 
must  be  divided  into  two  distinct  classes  as  under : — 

(a)  Capital  invested  in  the  purchase  of  assets 

necessarily  required  to  be  wasted  in  seeking 
the  profits  of  future  years. 

(b)  Capital  invested  in  the  purchase  of  rights  to 

the  enjoyment  of  the  profits  of  future  years. 

3609.  (40)  Wasting  assets  falling  within  the  first- 
mentioned  class  are  termed  inherently  wasting  assets, 
being  assets  which  waste  irrespective  of  particular 
ownership;  and  assets  falling  within  the  last-men- 
tioned class,  although  wasting  in  the  hands  of  the 
individual  owner,  are  not  inherently  wasting  assets, 
for  they  do  not  waste  irrespective  of  particular 
ownership. 

Inherently  wasting  assets. 

3610.  (41)  In  computing  annual  profits  for  Income 
Tax  purposes,  deduction  should  be  allowed  from 
revenue  in  respect  of  the  annual  waste  of  all  inherently 
wasting  assets. 

3611.  (42)  Capital  invested  in  inherently  wasting 
assets  includes  all  assets  represented  by  a corpus  or 
fund  (apart  from  the  value  of  mere  rights  to  future 
taxable  profits  or  increase)  which  wastes  in  the  process 
of  seeking  income  or  profits.  Wasting  assets  of  this 
character  include  therefore  : — 

Industrial  plant  as  already  defined. 

Natural  raw  materials,  including  coal,  minerals, 
stone,  gravel,  earths,  oil,  nitrate,  and,  when  in- 
tended for  sale,  land. 

Shaft  sinking  and  development  undertaken  to 
obtain  access  to  all  such  raw  materials. 

Purchased  life  and  other  terminable  annuities. 

3612.  (43)  In  all  the  above  cases  the  source  of  profit 
is  temporary  in  the  sense  that  it  cannot  continue  with- 
out the  employment  of  the  inherently  wasting  assets, 
and  therefore  ceases  to  yield  profit  when  these  have 
been  exhausted.  There  is  no  valid  reason  for  refusing 
to  allow  the  inevitable  depreciation  or  reduction  in 
value  of  wasting  assets  of  this  kind. 

Wasting  assets  which  are  not  inherently 
wasting  assets. 

3613.  (44)  But  deduction  cannot  be  allowed  in 
respect  of  the  wasting  assets  falling  under  class  (6), 
which  include:  — 

Purchased  terminable  concessions. 

Leaseholds. 

Copyrights. 

Patent  rights. 

Goodwill  and  trade  marks. 

3614.  (45)  Capital  invested  in  this  class  of  wasting 
assets  will  be  found  on  examination  to  consist  exclu- 
sively of  purchased  rights  to  future  taxable  income 
arising  over  a series  of  later  years,  and  deduction  for 
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wasto  in  the  hands  of  the  individual  owners  cannot  be 
allowed  as  a deduction  in  computing  taxable  profits. 
Income  Tax  must  be  levied  periodically  on  profits  as 
they  arise  from  property,  professions,  trades  and 
offices,  and  it  must  be  levied  at  the  source,  but  it  is 
a common  practice  for  the  owner  of  a particular 
source  from  which  profits  arise,  such  as  either  land 
buildings  copyrights,  patent-rights,  or  what  is  known 
c s goodwill,  to  sell  or  dispose  of  his  personal  interest 
in  tins  source  to  another  party  either  absolutely  or 
^ 61  f1  Jears-  The  original  owner  receives  as 

consideration  a lump  sum  of  money  in  exchange,  this 
being  really,  therefore,  an  arrangement  by  which  he 
secures  in  one  sum  the  agreed  present  value  of  the 
future  annual  income,  which  is  paid  to  him  in  ad- 
vance, and  no  doubt,  therefore,  under  discount 
fivin'T+f3  &h  i ak°  be  made  t0  tlle  purchaser  on 
Hniwr+tht-?+U^ChaSe  P/‘1Ce  for  the  estimated  future 
liability  shitted  on  to  him  to  pay  Income  Tax  The 
new  owner  enters  into  possession  of  the  particular 
source  of  profits  arising,  and  while  in  possession  he  is 
liable  to  pay  Income  Tax  periodically  thereon.  He 
may  in  his  turn,  at  any  time,  sell  his  interest  either 
absolutely  or  for  a term  of  years  to  a third  party,  and 
so  on  indefinitely.  It  is  obvious  that  those  responsible 
for  assessing  and  collecting  Income  Tax  cannot  under- 

eoo?tii0^/°  T -i^6,  ever-changillg  interests  and 
S2”«  indlvidua]s  in  sources  of  taxable  profits 
back  into  the  hands  of  the  original  owner ; they  must 
assess  annually  at  the  source  the  annual  profits  aris- 
ng,  and  collect  the  tax  annually  from  the  individual 
in  possession  of  that  source,  whether  he  be  principal 
or^agent  leaving  him  to  make  all  necessary  adjust- 
ments with  other  parties.  J J 

„SR  (46).De?,re0i?V011'  or  expired  capital  outlay 
which  is  not  allowable  then  in  assessing  profits  to 
which  takes  place  fnl?  ° n the 
hands  of  the  individual  owner  who  has  purchased  the 
future  income  of  another  man,  for  this  is  not  depre- 
ciatwn  of  inherently  wasting  assets  arising  ou/of 
and  necessarily  incidental  to,  the  earning  of  the  tax- 
able annual  profits.  The  claim  to  an  Allowance  ,n 

w'Sd?  °f  which  are  not  inherently 

wasting  assets  arises  simply  out  of  the  fact  tint  tld. 

0f  o?  profit  has  beei  SaSened 

by  purchase  from,  one  individual  to  another  but 
there  is  no  .equitable  ground  for  claiming  allowance 
on  this  account,  because  such  transfer  from  one  to 

or0orh6fitd06B-n0t  °f  ‘?self  impail'  the  annilal  valm 
“ ^°?t-carnlI>g  capacity,  which  must  in  all  cases  be 
taxed  in  one  sum  at  the  source  as  it  arises  annually. 

3616.  (47)  The  granting  of  a right  called  a lease 
dftnW*  U^paY  the  annual  value  of  the  premises 
a Premlnm  is  paid  for  a lease  the 
rjT  * th®  S.ame  categ0I7>  as  the  premium 
s meiely  payment  in  advance  for  an  increase  in 
annual  value  over  the  existing  rent.  The  gross 
annual  value:  of  the  land  and  buildings,  lL 

TheUm7cbn  °Wf°n0e  £?r  rePairs-  is  taxable  annually, 
ihe  purchase  for  a lump  sum  of  the  right  to  tile 
pipfits  which  may  arise  in  future  years  from  the 
work  of  the  author  (represented  by  copyrights)  or 

rights)^  rr°rtb0f  'hd  ln7“f°r  (rePresente<J  bf  .patent- 
rights),  or  the  industrial  and  business  orianiser 

does  not 

menT  t“nd  1&! 

3617.  (48)  In  all  these  oases,  the  charging  of  Income 
Tax  on  the  full  income  or  profit  arising®  StohTSr 
would  seem  to  bear  unjustly  upon  those'  who  have 

rkhte^f  th“rdCapl‘a!'in  tle  pl,rdlase  of  temporary 
righto  of  this  description,  except  when  due  allowance 
has  been  made  to  the  purchaser,  in  fixing  the  niir 
chase  price  for  the  future  liability  shifted® on  t/the 
d ITt.  7 Pul  T“-  N°  d-onM  rt  may  be 

ong|hd  that  alth?1,g’1  *■“>  tax  must  be  "paid,  it  falls 
on  the  wiong  shoulders,  but  until  some  practical 
means  can  be  found  to  charge  with  Income  Tax  those 
who  have  received  expected  future  taxable  profit  in 
advance  of  the  year  of  -its  arising,  there  seems  to  is 
no  remedy  However  that  may  be,-  it  is  eertainlv 
nnportaiit  that  this  particular  class  of  wasting  assets 
should  be  distinguished,  and  excluded  Xn8uSng 
the,  unanswerable  claim  for  the  allowance  of  dedulioS-" 


fiorn  taxable  profits  of  the  depreciation  of  inherently 
wasting  assets. 

3618.  (49)  1 will  now  proceed  to  consider  the  ques- 
tion of  the  measurement  of  depreciation  or  expired 
capital  outlay  on  inherently  wasting  assets. 

Industrial  plant. 

3619  (60)  In  selecting  the  proper  basis  for  an 
annual  charge  to  revenue  for  depreciation  of 

industrial  plant,  the  evidence  is  irresistible  that 
expiration  of  time  is  the  dominating  factor.  The 
following  considerations  have  an  important  bearing 
on  the  question  : — 

(a)  The  efficient  life  period  of  all  industrial  plant 

is  strictly  limited,  although  difficult  to  fore- 
cast. It  may  be  compared  to  the  period  of 
animal  life,  which  is  not  more  surely 
limited. 

(b)  The  extreme  efficient  life  period  of  any  class 

of  industrial  plant  may,  in  a few  cases, 
exceed  one  hundred  years,  but  rarely  ex- 
ceeds fifty  years,  the  most  common  life 
period  being,  perhaps,  between  ten  and 
thirty  years. 

(c)  Industrial  plant  has  a strong  tendency  to  fall 

in  present  value  to  a going  concern  directly 
in  proportion  to  that  part  of  its  limited 
efficient  life  which  has  expired,  because  the 
process  of  natural  decay,  and  the  advanco 
of  obsolescence  due  to  new  inventions  and 
other  change,  always  progress,  whether  the 
plant  is  in  actual  use  or  not.  Use,  there- 
fore, or  the  amount  of  work  done  by  the 
plant,  is  not  generally  the  dominating  de- 
preciation factor. 

(t/)  The  only  exception  to  this  rule  is  when  the 
plant  is  of  such  a nature  that  the  amount 
of  actual  wear  caused  by  work  done  will 
obviously  be  the  dominating  depreciation 
factor,  as  with  steel  rails,  which,  if  used 
enough,  will  wear  out  before  they  rust  out. 
In  cases  of  this  kind  the  efficient  life 
period  should  be  estimated  according  to  the 
expected  amount  of  work  to  be  done,  pro- 
vided that  the  resulting  rate  of  deprecia- 
tion never  falls  below  the  rate  necessary  to 
cover  the  process  of  natural  decay  and  the 
advance  of  obsolescence. 

3620.  (51)  These  considerations  suggest  that  the 
mere  existence  of  industrial  plant  offers,  to  the 
undertaking  owning  it,  a continuous  opportunity  of 
advantage  which  must  be  charged,  for  in  the  revenue 
account,  because  it  expires,  whether  it  is  used  or  not 
just  as  the  annual  rent  of  premises  must  be  provided 
because  a year  has  expired,  whether  the  premises 
have  been  actually  used  or  not.  It  is  astonishing  how 
rarely  the  rate  of  destruction  of  value,  due  to  actual 
use,  overtakes  the  rate  of  destruction  due  to  constant 
and0\Il6Vctab*e  decay  and  liability  to  obsolescence. 

(52)  in  measuring  annual  depreciation  of 
industrial  plant,  therefore,  by  far  the  nearest 
approach  to  accuracy  will  be  obtained  by  estimating 
the  whole  life  period,  in  years,  of  each  class  of  indus- 
trial plant,  with  due  regard  to  all  known  facts,  as 
well  as  to  future  probabilities,  and  distributing  the 
cost,  less  estimated  scrap  value,  to  future  revenue 
accounts,  m equal  instalments  over  each  year  of  that 
estimated  whole-life  period. 

3622.  (53)  It  will  be  found  that  this  only  means  the 
provision,  out  of  revenue  receipts,  of  a fairly  regular 
annual  sum,  amounting  over  a series  of  years  to  no 
more  than  is  now  taken  out  of  the  revenue  receipts 
of  any  soundly  managed  undertaking,  at  irregular 
intervals,  to  pay  for  renewals  of  industrial  plant  at 
or  about  the  time  the  cost  of  these  is  actually  in- 
curred. This-  latter  isi  a„  haphazard  method,  fre- 
quently causing  the,  declared  net  profits  to  oscillate 
between  one  yeqr  and,  another,  although  the  move- 
ment, of  the  business  during  the  period  may  have  had 
a quite  regular  tendency;  and  this  is  a serious  defect 
especially. in  connection. with  the  assessment  of  Income 
lax.  Ihe  method  of  measuring,  and  suitable  forms 
of  accounting  equipment,  for  recording  depreciation. 
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are  fully  illustrated  and  explained  in  my  work 
“ Depreciation  and  Wasting  Assets.” 

3623.  (54)  It  is  a common  custom  to  describe  the 
annual  provision  for  depreciation  of  industrial  plant 
as  a provision  for  future  renewals,  as  though  it  has 
reference  to  the  future;  but  this  is  a misconception. 
The  annual  provision  for  depreciation  has  nothing  to 
do  with  the  future,  but  relates  solely  to  the  past.  It 
is  a replacement  of  capital  in  respect  of  past  capital 
outlay  expired  in  the  process  of  carrying  on  a profit- 
seeking  undertaking,  and  is  not  less  an  expense  than 
other  expenditure  of  a current  character,  such  as 
operative  wages.  It  is  an  expenditure  of  exchange- 
able value  incurred  daily,  and  must  be  provided  for 
with  other  working  charges,  although  the  exchange- 


able value  so  expended  has  been  acquired  and  paid 
for  at  an  earlier  date  out  of  moneys  provided  as 
capital. 

3624.  (55)  The  following  tabular  statement  is  in- 
tended to  demonstrate  that  the  “ original  cost  basis  ” 
of  distributing  annual  depreciation  charges  is  the  most 
suitable  for  common  use,  because  the  distribution  will 
coincide  approximately  with  the  value  of  the  services 
rendered  each  year  by  the  industrial  plant.  For  com- 
parative purposes  a column  has  been  added  showing 
the  annual  distribution  on  the  “ reducing  balance  of 
cost  basis,”  and  this  shows  in  graphic  form  the  widely 
different  results  of  the  two  methods.  The  cost  of  the 
industrial  plant  is  assumed  to  be  £100,  the  life  ten 
years,  and  the  scrap  value  £5  : — 


— 

Estimated  proportion 
in  which  the  total 
output  is  receivable 
each  year. 

Original  cost 
basis. 

Divergence 
from  output. 

Reducing  balance  of 
cost  basis. 

Divergence 
from  output. 

Units. 

£ 

£ 

1st  year 

10 

9-5 

- -5 

25-0 

+ 15-0 

2nd  „ 

11 

9-5 

— T5 

18-8 

+ 7-8 

3rd  ,, 

11 

9-5 

-1-5 

14-2 

+ 3-2 

4th  „ 

11 

9-5 

— l-5 

10-6 

— -4 

5th  „ 

10 

9-5 

— • 5 

7-9 

— 2T 

Gth  „ 

10 

9-5 

— ‘5 

5-9 

— 4T 

7th  „ 

9 

9-5 

+ 5 

4-6 

— 4-4 

8th  „ 

8 

9-5 

+ 1-5  . 

3-4 

— 4-6 

9 th  „ 

8 

9-5 

+ 1-5 

2-6 

- 5-4 

10th 

7 

9-5 

+ 2‘5 

2-0 

— 5-0 

Total  Output  \ nr 

Usable  value  95 

12 

Usable  value  95 

52- 

in  units.  j 

Scrap  value  5 

Scrap  value  5 

£100 

£100 

3625..  (56)  There  is  a comprehensive  table  published 
at  the  end  of  my  work,  “ Depreciation  and  Wasting 
Assets,”  showing  the  proportion  of  the  whole-life  out- 
put of  industrial  plant  receivable  annually  in  com- 
parison with  the  proportion  of  the  cost  charged 
annually  to  revenue  under  various  methods  of  dis- 
tribution in  common  use.  [See  App.  No.  10.] 

Natural  raw  material  and  recurring  crops. 

3626.  (57)  Another  important  division  of  inherently 
wasting  assets  includes  the  mass,  or  source,  of  any 
natural  raw  material,  such  as  bodies  of  coal  and  all 
kinds  of  minerals,  deposits  of  slate,  stone,  gravel, 
earths,  oils,  and  nitrate;  also  timber,  and  all  growing 
plants  ' yielding  recurring  crops,  such  as  tea  and 
rubber.  All  capital  outlay  on  main  shafts,  main 
adits,  shafts  which  develop  ore,  and  other  underground 
developments,  also  falls  conveniently  under  this  head 
of  wasting  assets,  as  also  does  the  capital  outlay  on 
clearing,  planting,  developing,  and  weeding  estates 
yielding  recurring  crops. 

3627.  (58)  The  payments  made  for  the  purchase  of 
all  this  property  are,  without  exception,  payments 
made  in  advance  on  revenue  account.  The  property 
is  in  each  case  wholly  dedicated  to  the  purpose  of 
earning  profits  or  increase.  It  is  not  intended  for  re- 
sale in  its  existing  form,  and,  therefore,  subsequent 
market  fluctuations,  due  to  the  operation  of  the  law 
of  supply  and  demand  cannot  affect  the  question  of  the 
annual  amount  of  depreciation  necessary  to  be  pro- 
vided out  of  the  revenue  receipts  of  each  year  to  re- 
place the  expired  outlay  or  cost  of  this  perishable  pro- 
perty. 

3628.  (59)  In  measuring  the  annual  depreciation  of 
the  mass  or  source  of  natural  raw  material — and  land 
intended  for  sale — the  cnief  factor  to  be  taken  into 
consideration  is  the  proportion  which  the  volume  ex- 
hausted by  being  won,  and  thereafter  assuming  the 
sanle  character  as  stock  in  hand  for  sale — or,  in  the 
case  of  land,  exhausted  by  being  actually  sold — in  each 


year,  bears  to  the  whole  volume  according  to  the 
latest  estimates.  It  should  be  noted  that  the  factors 
of  expiration  of  time,  natural  decay,  wear  and  tear, 
and  obsolescence,  which  are  so  prominent  in  consider- 
ing the  question  of  depreciation  of  industrial  plant, 
are  absent  here;  for,  in  the  case  of  the  mass  or  source 
of  natural  raw  material— and  of  land  intended  for 
sale — the  only  question  for  consideration  is  the  pro- 
portion which  the  annual  depletion  of  the  mass  bears 
to  the  whole  mass  (known  or  estimated)  which 
originally  represented  the  capital  outlay. 

3629.  (60)  In  determining  the  annual  amount  of 
expired  capital  outlay  (depreciation)  to  be  taken  back 
out  of  each  year’s  revenue  receipts  in  the  case  of  re- 
curring crops,  such  as  tea  and  rubber  plantations, 
questions  of  considerable  difficulty  will  arise.  It  is, 
however,  clear  that  the  benefit  of  all  outlay  incurred 
in  securing  planted  and  developed  estates  is  temporary 
and  finite;  and,  therefore,  before  profit  can  be 
claimed,  each  year’s  revenue  account  which  receives 
any  part  of  that  finite  benefit  must  be  made  to  con- 
tribute something  towards  the  cost  of  producing  every 
unit  of  quantity,  either  weight  or  measurement,  the 
proceeds  or  value  of  which  is  brought  to  credit  of  the 
revenue  account.  This  annual  contribution  must  be 
charged  against  revenue  receipts  quite  independently 
of  the  results  of  each  year’s  trading,  which  may  be 
either  good  or  bad;  and  regularity  of  the  provision 
should  be  secured  by  the  use  of  a carefully  prepared 
scheme  drawn  up  to  suit  the  circumstances  of  each 
case,  and  capable  of  future  adjustment  to  any  altered 
conditions  which  may  develop  in  the  future.  The  im- 
portant point  is  to  secure  the  regular  provision  of  an 
annual  sum  out  of  revenue  receipts  upon  a settled 
basis.  If  the  amount  is  at  first  wrongly  estimated, 
the  rates  can  be  easily  adjusted  at  a later  date. 

3630.  (61)  In  preparing  such  a scheme  it  should  be 
borne  in  mind  that  the  outlay  on  planting  and  de- 
veloping estates  of  all  kinds  falls  under  several  heads, 
each  having,  perhaps,  a varying  degree  of  permanence. 
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The  original  cost  of  clearing  jungle  land,  and  draining 
and  road-making,  for  instance,  may  in  some  cases  be 
considered  of  so  permanent  a nature  as  to  entitle  it 
to  be  placed  in  the  same  category  as  the  site  value  of 
the  land,  so  that,  therefore,  no  provision  for  expired 
capital  outlay  need  be  taken  back  out  of  the  revenue 
receipts  of  each  year;  but  this  is  at  best  a doubtful 
policy.  The  cost  of  planting,  and  of  weeding,  and  of 
tending  the  young  plants  until  they  reach  the  pro- 
ducing stage,  including  a proper  proportion  of  super- 
vision and  administration  expenses,  is  of  a less  per- 
manent nature,  and  should  generally  be  dealt  with 
separately.  The  provision  should,  in  each  case,  be 
made  by  fixing  a sum  to  be  charged  against  the 
revenue  receipts  in  respect  of  each  unit  of  quantity, 
tho  value  of  which  is  brought  to  the  credit  of  each 
annual  revenue  account.  Unless  this  is  done  the 
economic  cost  of  producing  the  product  will  be  under- 
stated in  the  revenue  account.  The  policy  of  charging 
against  annual  revenue  the  cost  of  upkeep  and  re- 
plan ling  only  when  it  is  incurred  does  not  overcome 
the  difficulty  that  the  economic  cost  of  the  product 
will  be  understated  in  the  earlier  years,  and  probably 
also  in  many  subsequent  years  during  the  currency  of 
the  undertakings.  The  most  convenient  method  of 
accounting  for  capital  outlay  of  this  kind  is  to  divide 
it  into  classes,  and  record  it  in  a legister  in  the  same 
form  as  the  register  of  industrial  plant  explained  in 
“ Depreciation  and  Wasting  Assets.”  The  register 
would  be  called  “ Register  of  wasting  assets.” 

3631.  (62)  It  is  obviously  impossible  to  determine 
with  accuracy  the  proportion  which  the  annual  waste 
taking  place  in  the  property  of  collieries,  mines,  etc., 
bears  to  the  total  cost  of  such  property.  It  is,  how- 
ever, always  possible  to  obtain  sufficient  data  to  fix 
the  value  of  such  property  for  selling  purposes;  and 
this  is  generally  done  by  means  of  estimates  of  the 
total  number  of  tons  of  ore  expected  to  be  contained 
in  the  mines,  the  assay  value  per  ton,  and  the  cost 
per  ton  of  raising,  smelting,  and  marketing,  from 
which  data  a capital  value  is  fixed,  which  is  considered 
by  the  purchasers  safe  and  sound  enough  to  justify 
them  risking  their  capital  in  the  venture. 

Mine  development. 

3632.  (63)  Main  shafts,  main  addts,  shafts  which 
develop  ore,  and  other  underground  developments, 
fall  strictly  under  the  head  of  “ industrial  plant  ” ; 
but  for  the  purpose  of  measuring  annual  depreciation 
thereon,  this  kind  of  property  should  be  treated 
separately,  because  the  outlay  should  be  gradually 
refunded  out  of  revenue  receipts  in  the  proportion 
which  the  quantity  of  the  product  won  each  year  bears 
to  the  estimated  total  quantity  to  which  access  is 
expected  to  be  gained  by  such  works. 

Purchased  terminable  annuities. 

3633.  (64)  Purchased  terminable  annuities  form  a 
division  of  inherently  wasting  assets.  They  usually 
run  either  for  a life  or  for  a fixed  number  of  years. 
Life  annuities  are  the  most  common  form,  but 
annuities  extending  over  a fixed  number  of  years  are 
occasionally  purchased,  generally  in  connection  with 
the  carrying  out  of  some  financial  arrangement.  A 
fixed  term  exceeding  twenty  years  is  rare.  Before 
the  war  the  rate  of  interest  usually  allowed  was  3 
per  cent,  to  3^  per  cent,  per  annum. 

3634.  (66)  The  purchaser  of  an  annuity  of  either 
kind  enters  into  a transaction  the  effect  of  which  is 
that  he  lends  money  at  interest  to  the  grantor  of  the 
annuity  on  the  terms  that  the  principal  sum  is  to  be 
repaid  to  the  purchaser,  together  with  interest  there- 
on, in  equal  annual  payments.  Each  annual  payment 
contains  both  principal  and  interest,  and,  therefore, 
the  unexpired  capital  outlay  representing  rthe  present 
value  of  the  annuity  diminishes  as  each  annual  pay- 
ment is  received. 

3635.  (66)  This  will  be  made  clearer  by  a simple 
illustration.  Taking  the  value  of  money  at  4 per 
cent,  per  annum,  the  present  value  of  an  annuity 
of  £100  for  three  years  is  £277-51.  This  present 
value  is  built  up  by  adding  together  a number  of 
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units,  each  of  which  units  represents  the  present  value 
of  one  future  year’s  instalment,  as  follows:  — 


Instalments  of  annuity. 


- 

1st 

year. 

2nd 

year. 

3rd 

year. 

Int. 

Total. 

Present  value  of  £100  in- 
stalments   

One  year’s  interest  at  4 per 
cent,  for  1st  year 

96-15 

3-85 

92-46 

3-69 

88-90= 

3-66= 

11-10 

277-51 

£100 

96-15 

92-46 

One  year’s  interest  at  4 per 
cent,  for  2nd  year 

3-85 

3-65= 

7-54 

£100 

96-15 

One  year's  interest  at  4 per 
cent,  for  3rd  year 

3-85= 

3-85 

22-49 

£100 

£300 

3636.  (67)  The  sum  of  the  present  value,  amounting 
to  £277-51,  plus  the  sum  of  the  interest  from  the 
present  date,  with  yearly  rests,  to  the  date  when  each 
instalment  of  £100  becomes  due,  amounting  to  £22-49, 
equals  £300,  being  the  sum  of  the  annual  instalments! 

3637.  (68)  It  will  be  noticed  that  the  interest  factor 
contained  in  each  annual  payment  is  not  a constant 
annual  sum,  but  diminishes  year  by  year.  This  is, 
of  course,  owing  to  the  nature  of  the  annuity  con- 
tract, which  is  a specific  agreement  under  which  a 
certain  sum  of  money  is  advanced  in  consideration  of 
its  being  repaid  in  instalments  within  an  agreed  time, 
either  fixed  or  ascertainable  by  average,  together  wit-i 
interest  on  the  diminishing  amount  of  principal 
remaining  from  time  to  time  outstanding. 

3638.  (69)  From  the  above  illustration  it  will  r>e 
seen  that  the  sums  received  annually  from  purchased 
terminable  annuities  are  not  income,  but  that  each 
payment  consists  nartly  of  capital  and  partly  of  in- 
come, and  that  whenever  it  becomes  necessary,  for 
any  purpose,  the  two  factors  can  be  easily  separated. 
The  circumstance  that  a person  in  receipt  of  an  an- 
nuity may,  and  perhaps  usually  does,  elect  to  expend 
the  whole  of  the  amount  of  the  annuity,  does  not 
affect  its  character  in  any  way,  or  alter  the  economic 
fact  that  the  annuitant  is  expending  both  his  capital 
and  his  income  together.  Income  Tax  is  not  a tax  on 
expenditure. 

Vraft  clause  making  provision — under  present  law 

as  to  expired  capital  outlay  on  raw  material,  &c. 

3639.  (70)  In  drawing  the  understated  clause 
making  provision  as  to  expired  capital  outlay  on  raw 
material,  &c.,  it  was  assumed  that  it  was  not  intended 
to  disturb  tho  provisions  of  the  Income  Tax  Acts,  or 
the  practice  under  which  deduction  is  now  allowed 
for  wear  and  tear  of  plant  and  machinery,  and  which 
allows  any  part  of  this  deduction  which  cannot  be 
given  effect  to  in  a particular  year  to  be  carried 
forward  to  the  next  year  and  so  on. 

3640.  (71)  The  classes  of  natural  raw  materials  set 
out  in  the  first  part  of  the  clause  are  by  no  means 
exhaustive,  or  stated  with  proper  definition,  and  the 
different  classes  will  require  careful  consideration  and 
extention.  Natural  gas  may,  for  instance,  be  a raw 
material  which  should  be  admitted. 

3641.  (72)  With  regard  to  possible  attempts  by  ad- 
venturers to  claim  under  the  clause  improper  values 
for  natural  raw  material  by  means  of  an  individual 
purchasing  the  particular  source  at  the  market  value 
and  then  selling  it  to  a syndicate  or  another  person 
at  a much  higher  price,  this  will  be  found  to  be 
effectively  countered  by  the  provisions  of  sub-sections 
(a)  and  (6)  of  para.  2 of  the  draft  clause.  The  value 
of  assets  acquired  by  purchase  is  not  to  exceed  the 
price,  and  the  value,  whether  acquired  by  purchase 
or  not,  is  to  be  the  value  at  the  time  when,  in  the 
opinion  of  the  Commissioners,  there  was  first  inten- 
tion of  the  material  wasting  assets  being  applied  at 
any  future  time  to  the  use  of  any  trade.  Evidence 
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will  always  be  obtainable  as  to  the  value  of  different 
classes  of  raw  maerial  in  situ  according  to  location, 
etc.,  and  data  on  this  subject  already  exist  and  will 
accumulate.  It  is  true  to  say  that  industries  are  not 
often  carried  on  with  the  deliberate  intention  of 
defeating  Income  Tax,  and  only  in  some  few  cases  of 
a personal  character  is  any  serious  trouble  likely  to 
arise.  I think,  therefore,  that  these  sub-sections  con- 
tain limitations  which  should  be  sufficient  to  defeat 
any  improper  attempts  to  overstate  values  for  the 
purpose  of  claiming  excessive  deductions. 

3642.  (73)  The  draft  clause  is  as  follows : — 

Notwithstanding  any  provision  to  the  contrary 
contained  in  any  Act  relating  to  Income  Tax, 
the  commissioners  for  general  or  special  purposes 
shall,  in  assessing  profits  or  gains  of  any  trade, 
manufacture,  adventure  or  concern  in  the  nature 
of  trade,  chargeable  under  Schedule  (D),  or  the 
profits  of  any  concern  chargeable  by  reference  to 
the  rules  of  that  Schedule,  allow  such  deduction 
as  they  may  think  just  and  reasonable  as  an 
estimate  of  the  amount  of  any  portion,  expired 
during  the  year,  of  any  capital  outlay  of  such 
trade,  manufacture,  adventure  or  concern  in  the 
nature  of  trade,  represented  by  material  wasting 
assets  consisting  of  the  mass  or  source  of  any 
natural  raw  material,  including  bodies  of  coal, 
and  of  all  kinds  of  minerals,  slate,  stone,  gravel, 
earths,  oil,  and  nitrate,  together  with  all  main 
shafts,  main  adits,  shafts  which  develop  ore, 
borings,  drillings,  and  all  other  development 
works  undertaken  with  the  object  of  winning  any 
such  natural  raw  material. 

For  the  purpose  of  this  section  capital  outlay  repre- 
sented by  such  material  wasting  assets  shall  be  taken 
to  be: — 

(a)  so  far  as  it  consists  of  such  material  wasting 

assets  acquired  by  purchase,  the  value  not 
exceeding  the  price  at  which  those  material 
wasting  assets  were  first  acquired  by  pur- 
chase with,  in  the  opinion  of  the  Commis- 
sioners, the  intention  of  those  material 
wasting  assets  being  applied  at  any  future 
time  to  trade  purposes,  or  to  the  use  of 
such  particular  trade,  manufacture,  ad- 
venture or  concern  in  the  nature  of  trade, 
whichever  amount  is  the  smaller ; and 

(b)  so  far  as  it  oonsists  of  such  material  wasting 

assets  which  have  not  been  acquired  by  pu'r- 
chase,  the  value  of  those  material  wasting 
assets  at  the  time  when,  in  the  opinion  of 
the  Commissioners,  they  were  first  applied 
to  trade  purposes,  or  to  the  use  of  such 
particular  trade,  manufacture,  adventure 
or  concern  in  the  nature  of  trade,  which- 
ever amount  is  the  smaller. 

For  the  purpose  of  enabling  deductions  of  expired 
capital  outlay  under  this  section  to  be  allowed  by 
the  Additional  Commissioners,  claims  in  respect  of 
those  deductions  shall  be  included  in  the  annual  state- 
ment required  to  be  delivered  under  the  Income  Tax 
Acts  of  the  profits  or  gains  of  the  concern  for  the 
use  of  which  the  material  wasting  assets  representing 
such  capital  outlay  are  applied,  and  the  Additional 
Commissioners  in  assessing  those  profits  or  gains  shall 
make  such  allowances  in  respect  of  those  claims  as 
they  think  just  and  reasonable. 

No  deduction  of  expired  capital  outlay  under  this 
section  or  repayment  on  account  of  any  such  deduc- 
tion shall  be  allowed  in  any  year  if  the  deduction 
when  added  to  the  deductions  allowed  on  that  capital 
outlay  in  any  previous  years  will  make  the  aggregate 
amount  of  the  deductions  exceed  the  amount  of  that 
capital  outlay. 

Where  as  respects  any  trade,  manufacture,  adven- 
ture or  concern  full  effect  cannot  be  given  to  the 
deduction  of  such  expired  capital  outlay  in  any  year 
ow'n£  to  there  being  no  profits  or  gains  chargeable 
with  Income  Tax  in  that  year,  or  owing  to  the  profits 
or  gains  so  chargeable  being  less  than  the  amount  of 
the  deduction  when  added  to  the  amount  of  the  deduc- 
V?n>  " any>  f°r  wear  and  tear  of  machinery  or  plant 
allowable  under  the  provisions  of  the  Income  Tax 
Acts,  the  amount  of  such  deductions  or  parts  of  such 


deductions  to  which  effect  has  not  been  given,  as  the 
case  may  be,  shall,  for  the  purpose  of  making  the 
assessment  for  the  following  year,  be  added  to  the 
amount  of  the  deductions  for  expired  capital  outlay 
and  tor  wear  and  tear  for  that  year  and  deemed  to 
be  part  of  those  deductions,  or  if  there  are  no  such 
deductions  or  deduction  for  that  year,  be  deemed  to 
be  the  deductions  or  deduction  for  that  year  and  so 
on  for  succeeding  years. 

3643.  (74)  Now  that  it  has  become  a question  of 
revising  the  general  Income  Tax  law  and  practice,  1 
am  strongly  in  favour  of  treating  that  factor  of 
annual  expenditure  represented  by  expired  capital 
outlay  on  all  inherently  wasting  assets,  as  defined  in 
my  book  on  “ Depreciation  and  Wasting  Assets,”  as 
an  annual  expense  to  be  regularly  measured  and 
recorded  in  a statutory  register  (as  recommended  in 
my  work),  the  measured  amount  being  charged 
against  the  profit  and  loss  account  of  each  year.  The 
subject  of  these  deductions  would  then,  of  course, 
be  dealt  with  in  quite  a different  way  to  that  which 
obtains  under  the  present  practice. 


Demonstration  of  the  fact  that  the  annual  accretion 
to  a sinking  fund  is  not  a sound  measure  of 
annual  depreciation  of  material  wasting  assets, 

3644.  (75)  The  annual  accretion  to  a sinking  fund 
is  not  a sound  measure  of  the  annual  depreciation 
of  material  wasting  assets,  and  in  view  of  the  fact 
that  it  is  sometimes  so  regarded  for  the  purpose  of 
measuring  the  annual  deduction  to  be  allowed  for 
Income  Tax  purposes,  it  is  of  importance  to  under- 
stand the  true  effect  of  this  method,  which  is  known 
as  the  annuity  or  sinking  fund  theory  of  measurement 
of  depreciation. 

3645.  (76)  The  most  important  division  of  material 
wasting  assets  is  industrial  plant,  and  industrial  plant, 
during  its  efficient  life,  gives  efficient,  and  therefore 
approximately  equal,  annual  service,  a fact  admitted 
by  the  advocates  of  this  theory ; and  in  order  to  under- 
stand the  true  effect  of  the  theory,  the  question : 
“ What  is  an  annuity?”  must  first  be  answered. 
Suppose  a man  has  a capital  of  £100  in  money  and 
wants  to  lay  it  out  to  be  exhausted  in  such  a way 
as  to  bring  him  in  the  largest  possible  equal  annual 
income  over  a period  of  twenty  years.  Then,  taking 
interest  at  5 per  cent,  per  annum,  this  man  will  find 
that  by  parting  with  his  £100  now  he  can  secure  an 
equal  annual  income  of  £8  over  a period  of  twenty 
years,  the  first  instalment  of  £8  being  payable  to  him 
at  the  end  of  the  first  year,  and  the  last  or  twentieth 
instalment  being  payable  to  him  at  the  end  of  the 
twentieth  year. 

3646.  (77)  A man  who  enters  into  a contract  of  this 
kind  has  purchased  an  annuity,  and  should  know 
what  pant  of  his  capital  outlay  has  expired  or  is 
exhausted  at  the  end  of  each  year.  If  he  keeps 
accounts,  his  annuity  ledger  account  will  stand  thus 
for  the  first  three  years  of  the  term : — 


Cr. 

Annuity,  consisting 
of  Interest  per  contra  £5 

Capital £3 

£8 

Note.— This  £3  is 
equal  to  the  annual 
instalment  of  a 
sinking  fund  to  re- 
place £100  at  the 

end  of  twenty 

years. 

Balance  ..  ..  £97 

_£105 

Annuity,  consisting 
of  Interest  per  contra  £4-85 

Capital £315 

£8 

Note.— This  £315  is 
equal  to  £3  plus 
one  year’s  interest 
on  sinking  fund 
investments. 

Balance  . . . . £93'85 

£101-85 
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Dr. 

Balance,  unexpired  cost  £93’85 
Interest  on  £93'85  for  one 
year  £4‘68 


Cr. 

Annuity,  consisting 
of  Interest  per  contra  £4’68 

Capital £3-3  i 

£8 


Note  —This  £3*32  is 
equal  to  £3  plus 
one  year's  Interest 
on  sinking  fund 
investments. 


£98-53 

Balance,  unexpired  cost  £90~53 


Balance 


£90-53 

£98-53 


3647.  (78)  And  so  on,  year  by  year,  until  the  last 
instalment  of  the  annuity  of  £8  at  the  end  of  the 
twentieth  year  will  exactly  wipe  out  the  balance  of 
the  constantly  diminishing  unexpired  cost  standing  on 
the  annuity  ledger  account,  and  will  consist  of  in- 
terest £038  and  capital  £7-64. 

3648.  (79)  If  this  man  wishes  to  sell  or  transfer  his 
annuity  at  the  end  of  any  one  of  the  twenty  years 
the  balance  of  a ledger  account  constructed  in  this 
way  will  be  the  amount  he  will  receive  as  the  un- 
expired capital  value  of  the  annuity,  assuming,  of 
course,  other  things  remain  equal. 

3649.  (80)  In  order  to  avoid  minute  fractions,  the 
annuity  is  taken  at  £8  instead  of  £8-024,  and  the 
sinking  fund  at  £3  instead  of  £3-024. 

3650.  (81)  There  is,  as  we  know,  a mathematical 
connection  between  an  annuity  and  a sinking  fund, 
accounting  for  the  fact  that  the  annually  increasing 
amount  of  the  capital  element  contained  in  each 
succeeding  instalment  of  an  annuity  (see  above)  is 
always  exactly  equal  to  that  year’s  accretion  to  a 
sinking  fund,  invested  at  a similar  rate  of  interest, 
to  replace  the  original  cost  of  the  annuity  at  the  end 
of  the  period  of  years.  And  therefore,  if  we  strike 
out  from  both  sides  of  the  annuity  ledger  account 
illustrated  above,  the  interest  debited  and  the  interest 
credited,  both  being  equal,  the  ledger  balance  repre- 
senting the  unexpired  value  of  the  annuity  at  the  end 
of  each  year  will  remain  unaltered  and  there  will 
remain  on  the  credit  side,  to  diminish  the  original 
cost,  only  the  amounts  equal  to  the  annual  accretions 
to  a sinking  fund.  This  explains  the  puzzling  fact 
that  when  applied  to  reduce  a ledger  record  of  cost, 
the  annuity  theory  and  the  sinking  fund  theory  of 
measurement  are  identical  in  result. 

3651.  (82)  The  accelerating  annual  decrease  in  value 
of  a 20  years’  annuity  of  £8  per  annum,  with  interest 
at  5 per  cent.,  and  the  corresponding  accelerating 
annual  increase  in  the  accretions  to  a sinking  fund, 
are  as  follows : — 


Period 
of  years 
still  to 

Decreas- 
ing value 
of 

annuity. 

Annual 
accretion 
to  a 
sinking 
fund. 

Period 
of  years 
still  to 

Decreas- 
ing value 
of 

annuity. 

Annual 
accretion 
to  a 
sinking 
fund. 

20 

100-0 

3-02 

10 

61-96 

38-04 

19 

96-98 

3-18 

9 

67-03 

5-17 

18 

93-80 

3-33 

8 

51-86 

5-43 

17 

90-47 

3-50 

7 

46-43 

5-70 

16 

86-97 

3-68 

6 

40-73 

5-99 

16 

83-29 

3-86 

6 

34-74 

6-29 

14 

79-43 

4-05 

4 

28-45 

13 

75-38 

4-26 

3 

21-85 

12 

71-12 

4-47 

2 

14-92 

11 

66-65 

4-69 

1 

7-64 

7-64 

38-04 

100-0 

3652.  (83)  It  will  be  observed  that  the  sum  of  the 
annual  accretions  to  the  sinking  fund  replaces  the 
£100  capital  at  the  end  of  the  20  years,  but  that  the 
amount  of  each  annual  accretion  increases  from 
£3-02  for  the  first  year  to  £7-64  for  the  last  year  of 
the  period. 

3653.  (84)  Now,  what  justification  is  there  for  using 
a scale,  which  correctly  applies  to  the  surviving  value 
of  an  annuity,  to  measure  the  surviving  value  of 
material  wasting  assets  such  as  plant?  The  cost,  and 
therefore  the  value,  of  material  wasting  assets  is 
always  based  on  the  quantity  of  material  and  labour 
which  they  contain . It  has  nothing  whatever  to  do 


with  the  value  of  an  annuity,  which  is  based  on  future 
income  certain,  over  a period  certain,  receivable  in 
equal  annual  sums.  Value  locked  up  in  the  form  of 
material  plant  cannot  earn  interest  any  more  than 
value  locked  up  in  the  form  of  sovereigns  deposited 
in  a box  can  earn  interest.  If  plant  contributes 
20  years’  efficient,  and  therefore  approximately  equal, 
annual  service  to  a profit-seeking  undertaking,  its 
“ going-concern  ” value  will  be  equal  to  half  its  cost 
at  the  end  of  the  first  10  years  of  the  period,  and  no 
more,  just  as  the  sovereigns,  if  drawn  out  by  equal 
annual  instalments  over  20  years,  will  be  reduced  by 
one-half  at  the  end  of  10  years. 

3654.  (85)  To  show  that  value  locked  up  in  the 
form  of  material  does  not  earn  interest,  take  as  an 
example  the  value  of  a coal  field  for  which  the  owner 
originally  paid  £100,000,  the  estimated  contents 
being  at  that  time  1,000,000  tons,  so  that  it  cost  him 
2s.  a ton;  suppose  that  50,000  tons  output  is  raised 
regularly  each  year.  It  is  clear  that,  other  things 
remaining  equal,  the  “ going-concern  ” value  of  the 
coal  field  at  the  end  of  10  years,  when  half  the  con- 
tents will  have  been  raised,  will  be  based  on  the  con- 
tents still  remaining  in  the  coal  field,  and  will  be 
£50,000.  In  the  event  of  a transfer  from  one  under- 
taker to  another  this  consideration  would  holdi  good, 
regardless  of  the  fact  that  a larger  amount  of  capital 
bas  been  locked  up  in  this  wasting  asset  during  the 
seller’s  part  of  the  assumed  life  period  of  20  years, 
than  during  the  buyer’s  part.  Such  a state  of  affairs 
might,  perhaps,  be  good  ground  for  the  transferor 
to  claim  payment  from  the  transferee  of  a sum  for 
goodwill,  but  otherwise  the  fact  that  the  transferor 
has  temporarily  owned1  the  whole  of  the  coal  field  will 
not  induce  the  transferee  at  the  end  of  10  years  to 
pay  £62,000,  which  is  the  surviving  value  at  the  end 
of  10  years  ascertained  on  the  annuity  theory  of 
measurement.  The  coal  field,  now  containing  500,000 
tons  of  equally  accessible  coal,  will  bo  worth  no  more 
than  £50,000.  The  commercial  value  of  the  coal 
capacity  has  not  been  increased  by  interest  on  the 
value  while  held  by  the  transferor,  and  neither  is  the 
commercial  value  of  plant  and  machinery  or  any  other 
material  wasting  asset  increased  by  interest. 

3655.  (86)  In  order  to  show  the  effeot  on  the 
“ going-concern  ” value  of  plant  of  employing  the 
annuity  theory  of  measurement,  take  the  case  of  plant 
costing  £100,  having  a life  of  20  years,  assuming 
interest  at  5 per  cent,  per  annum,  and  no  scrap  value 
at  the  end  of  the  period.  By  the  annuity  theory  the 
“ going-concern  ” value  of  the  plant  at  the  end  of 
10  years,  or  half  the  life  period,  is  £62,  as  shown  by 
the  following  summary  of  the  plant  ledger  account 
if  kept  in  the  same  way  as  the  annuity  ledger  account 
already  set  out : — 

£ £ 

Cost  of  plant  100 

Add: 

Interest  at  5 per  cent,  to  the  end  of 
the  tenth  year  on  the  diminishing 
balance  of  capital  locked  up  in  the 
plant 42 


Deduct : 

Ten  annuity  instalments  of  £8  con- 
sisting of : — 

Proportion,  accrued  to  the  end 
of  the  tenth  year,  of  £60, 
being  the  sum  of  interest  at 
5 per  cent,  chargeable  in  20 
years  on  the  diminishing 
balance  of  capital  remaining 
locked  up  in  the  plant 
Ten  sinking  fund  instalments 

of  £3  

Proportion,  earned  to  the  end  of 
the  tenth  year,  of  £40,  being 
the  sum  of  interest  earnable 
in  20  years  from  the  regular 
investment  at  5 per  cent,  of 
£3  per  annum  ... 


£62 


42 

30 


MINUTES  OF  EVIDENCE* 


171 


5 June,  1919.] 


Mr.  P.  D.  Leake. 


[ Continued. 


3656.  (87)  The  balance  of  this  plant  ledger  account 
should  be  £50  and  not  £62.  The  reason  of  the  differ- 
ence will  be  seen  on  reference  to  the  annuity  scale  of 
value  already  set  out,  which  operates  to  provide  only 
£3 '02  in  the  first  year,  the  provision  gradually  in- 
creasing to  £7 -64  in  the  twentieth  year,  so  that,  in 
10  years,  the  sum  of  the  annual  accretions  to  a 20 
years’  sinking  fund — taken  in  this  case  as  the  measure 
of  depreciation  to  date — is  only  £38  instead  of  £50. 
Of  the  £100  to  be  replaced  by  the  sinking  fund, 
£60  is  ultimately  provided  by  the  sum  of  the  20  sink- 
ing fund  instalments  of  £3  each  and  £40  by  the 
interest  earnable  thereon  in  20  years,  of  which  less 
than  half — by  £12 — has  been  earned  in  the  first  10 
years,  and  the  £12  is,  by  the  use  of  this  theory, 
retained  in  the  value  of  the  plant  to  be  taken  out  of 
the  earnings  of  future  years. 

3657.  (88)  An  argument  which  is  often  used  in  sup- 
port of  this  theory  is  that  the  surviving  value  should 
be  based  on  cost,  and  that  cost  includes  interest.  It 
is  true  that  one  6f  the  elements  of  economic  cost  is 
a normal  rate  of  interest  on  capital  invested,  but  we 
have  seen  that  the  market  value  of  material  wasting 
assets  is  not  increased  by  interest.  But  in  connection 
with  a profit-seeking  undertaking  using  material  wast- 
ing assets  two  distinct  classes  of  value  may  co-exist, 
one  the  “ going-concern  ” value  of  the  material  plant, 
and  the  other  goodwill,  which  is  the  present  value  of 
future  super-profits  expected  to  be  earned  during  the 
remainder  of  the  useful  life  of  the  plant.  The  term 
super-profits — as  applied  to  profits  which  may  arise 
out  of  the  use  of  the  plant — means  the  amount  by 
which  the  profits  or  interest  assumed  by  the  annuity 
theory  to  be  earnable  in  the  last  10  years  exceeds 
the  profits  or  interest  assumed  to  have  been  earned 
in  the  first  10  years  of  the  period,  and  in  the  case 
illustrated  this  amount  is  £12. 

3658.  (89)  The  unit  of  cost  has  been  taken  in  the 
illustration  as  £100,  and  on  this  the  over- statement  of 
the  “ going-concern  ” value  of  the  plant  at  the  end 
of  10  years  is  £12,  but  when  questions  arise  as  to  the 
value  of  extensive  plant  installations  the  matter 
assumes  very  great  importance.  Thus,  in  the  case 
of  plant  costing  £10,000,000  the  over-statement  of 
value  at  the  end  of  10  years  by  the  use  of  this  theory 
of  measurement  might  amount  to  no  less  than 
£1,200,000.  Another  important  point  to  be  borne  in 
mind  is  that  the  only  possible  justification  for  the 
use  of  this  theory  on  any  ground  whatever  is  that 
the  relative  sinking  fund  has,  in  fact,  been  set  up 
and  regularly  maintained  out  of  moneys  gradually 
released  as  the  expiring  cost  of  the  plant  is  refunded 
out  of  revenue;  but  it  will  generally  he  found  that 
this  cannot  be  done,  because  that  part  of  the  capital 
of  an  undertaking  which  is  invested  in  plant  remains, 
as  to  its  bulk,  always  permanently  invested  in  plant, 
the  units  of  which  are  continuously  passing  out  of 
service  and  being  renewed  in  the  same  way  that  other 
portions  of  the  capital  of  an  industrial  undertaking 
remain  permanently  invested  in  such  assets  as  stock 
and  debts,  the  constituent  items  of  which  are  always 
Changing,  while  the  amount  of  capital  which  they  re- 
present remains  a fairly  constant  sum. 

3659.  (90)  There  are  other  objections  to  the  use  of 
the  annuity  theory  of  measurement  of  depreciation, 
such  a's  the  many  classes  of  plant  which  have  to  bo 
dealt  with,  and  the  difficulty  under  this  method  of 
subsequent  alteration  and  adjustment  of  the  life 
periods.  Industrial  plant  often  consists  of  scores  of 
different  classes  with  different  life  periods  attaching 
to  each  class,  and  the  estimates  of  the  life  periods 
of  each  class  may  have  to  be  revised  by  the  engineers 
from  time  to  time  owing  to  changing  conditions,  and 
to  a variety  of  circumstances  which  cannot  be  fore- 
seen over  a long  period  of  future  years. 

3660.  (91)  The  fact  is  that  the  only  form  of  wasting 
asset  which  can  bo  safely  written  down  year  by  year 
as  it  expires  by  the  annuity  or  sinking  fund  theory 
of  measurement  is  the  annuity,  because  this  is  the 
only  kind  of  property  which  y:elds  future  income 
certain,  over  a period  certain,  receivable  in  equal 
annual  instalments.  Tim  degree  of  objection  or  risk 
incidental  to  the  use  of  this  theory  for  other  wasting 
assets,  which  are  not  material  wasting  assets,  varies 
with  the  degree  of  precariousness  of  the  future  income. 


The  kind  of  property  which  approaches  perhaps  most 
nearly  in  some  respects  to  that  of  an  annuity  is  a 
lease  of  land  and  buildings,  entitling  the  owner  of 
the  lease  to  the  use  and  enjoyment  of  the  premises 
for  a fixed  term.  If  the  leasehold  property  is  of  such 
a character  that  the  annual  value  is  likely  to  remaip 
constant  during  the  whole  term,  there  is  not  much 
risk  or  practical  objection  to  measuring  and  writing 
off  the  annual  expired  capital  outlay  on  the  annuity 
or  sinking  fund  theory,  although  as  the  future  is 
never  certain  it  is  better  not  to  do  so. 

3661.  (92)  Although  a great  deal  is  sometimes 
heard  of  the  annuity  or  sinking  fund  theory  of 
measurement  of  expired  capital  outlay  for  ascertain- 
ing the  surviving  value  of  plant,  and  although  it  was 
put  forward,  and  the  case  very  ably,  though  unsuc- 
cessfully, argued  on  behalf  of  the  National  Telephone 
Company,  w'hose  claim,  exclusive  of  goodwill,  which 
was  barred,  amounted  to  upwards  of  £20,000,000,  in 
the  arbitration  to  determine  the  “ then  value  ” of 
the  plant,  it  is  hard  to  find  a record  of  any  commer- 
cial undertaking  actually  using  this  method.  Never 
theless,  it  is  unfortunately  largely  used  by  municipal 
authorities  for  their  trading  concerns.  They  borrow 
money  to  pay  for  wasting  assets  in  the  nature  of  plant 
required  for  tramways,  gas,  electric  light  and  water 
undertakings,  to  be  repaid  at  the  end  of  a long  period 
of  years  by  accumulating  a sinking  fund,  and  they 
often  measure  the  provision  fo’-  expired  capital  outlay 
on  their  plant  by  the  amount  of  the  annual  instalment 
of  the  sinking  fund.  It  has  been  shown  that  this  is 
unsound,  and  that  it  results  in  retaining  in  the  value 
of  the  plant,  and  so  capitalising  an  assumed  goodwill, 
which  should  never  be  done,  even  if  it  exists,  and,  in 
view  of  the  enormous  sums  of  money  involved,  the 
subject  urgently  needs  attention. 

3662.  (93)  There  is  little  doubt  that  the  use  of  the 
sinking  fund  instalment  as  a measure  of  the  annual 
depreciation  of  plant  was  originally  adopted  because 
the  sinking  fund  provides  the  amount  required  by  the 
end  of  the  estimated  life  period  In  those  days  the 
possible  effects  upon  the  computation  of  intermediate 
annual  profits,  and  upon  the  current  records  of  the 
unexpired  value  of  plant,  were  of  secondary  im- 
portance, and  indeed  these  questions  were  then  re- 
garded as  incapable  of  treatment  on  the.  basis  of  an 
exact  science. 

Suggested  amendment  of  the  /present  laic  in  regard 
to  wasting  assets  and  taxation. 

3663.  (94)  Although  the  words  of  the  Income  Tax 
Act,  1842,  setting  out  the  manner  of  estimating  the 
balance  of  profits  and  gains  under  Schedule  D,  are  in 
themselves  full  and  fair,  words,  they  have  been  so  nar- 
rowly construed  that  their  meaning  has  been  entirely 
altered  both  by  subsequent  legal  decisions  and  later 
Acts. 

3664.  (95)  In  any  fresh  legislation,  therefore,  it 
should,  in  my  opinion,  be  provided  that  in  estimating 
the  balance  of  profits  and  gains,  deduction  shall  be 
allowed  for  expired  capital  outlay  (depreciation)  dur- 
ing the  year  on  inherently  ivasting  assets,  comprising 
all  values  of  an  exchangeable  nature  applied  to  the 
purpose  of  seeking  profits  otherwise  than  by  purchase 
and  sale,  and  necessarily  required  to  be  wasted  in 
seeking  the  profits  of  future  years. 

3665.  (96)  This  form  of  words  will  be  found  to 
include  only  material  wasting  assets  such  as  industrial 
plant,  natural  raw  material,  and  growing  plants 
yielding  recurring  crops,  together  with  the  works 
undertaken  to  win  the  produce  of  these,  and  the 
capital  element  contained  in  annuity  contracts. 

3666.  (97)  The  words  exclude  the  alloAvance  of  any 
deduction  in  respect  of  such  wasting  assets,  which  are 
not  inherently  wasting  assets,  as  purchased  terminable 
concessions,  leaseholds,  copyrights,  patent-rights 
goodwill  and  trade  marks,  which  represent  only 
capital  invested  in  the  purchase  of  mere  rights  to  the 
enjoyment  of  the  profits  of  future  years,  which 
profits  must  be  assessed  to  Income  Tax  in  respect  or 
the  years  it;  uhich  they  actually  arise. 

3667.  (98)  The  method  of  measurement  of  the  ex- 
pired capital  outlay  during  the  year  on  inherently 
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wasting  assets  must  be  left  to  the  taxpayer,  and  will 
Uave  to  be  proved  as  a question  of  fact  to  the 
satisfaction  of  the  Commissioners  of  Income  Tax. 
It  will,  in  my  opinion,  be  far  less  difficult  than  is 
generally  anticipated  to  ascertain  whether  or  not 
the  annual  amount  of  deductions  claimed  under  this 
head  is  a reasonable  one  for  the  year.  It  will 
generally  be  necessary  for  this  purpose  for  the  tax- 
payer to  show  that  the  estimate  is  based  on  a regular 
policy  which  has  been  laid  down  to  be  followed, 
and  will  be  followed  in  ascertaining  the  annual  profits 
of  the  particular  undertaking.  Strict  rules  could  be 
applied  and  the  effect  would  be  a great  encourage- 
ment of  sound  finance  and  the  gradual  raising  of  the 
computation  of  annual  profits  to  the  level  of  an  exact 
science  by  comparison  with  present  irregular  methods. 


its  harshness.  There  is  no  special  virtue  about  the 
period  of  one  year  except  that  the  profits  of  businesses 
are  commonly  ascertained  only  once  a year.  Interest 
payments  and  personal  earnings  should  be  paid  sub- 
ject to  deduction  of  Income  Tax  either  half-yearly, 
quarterly,  monthly  or  weekly,  according  to  the  period 
of  the  earning.  This  is  already  so  in  the  case  of 
periodical  interest,  and  the  practice  should  be  ex- 
tended to  all  monthly  salaries  and  weekly  wages. 
Income  Tax  is  a personal  tax.  The  rate  in  the  £ to  be 
deducted  from  weekly  wages  would  be  determined 
according  to  the  amount  of  the  wages  and  the  cir- 
cumstances of  each  wage-earner,  by  reference  to  a 
table. 

[This  concludes  the  evidence-in-cliief .] 


Payments  “ free  of  Income  Tax.” 

366S.  (99)  In  my  opinion,  it  is  desirable  in  the 
national  interest  to  forbid  under  penalty  the  dis- 
tribution as  “ free  of  Income  Tax  ” of  any  profits  or 
gains  subject  to  taxation  at  the  source,  and  of  any 
fees,  salaries,  commissions  or  other  emoluments  for 
personal  services. 

3669.  (100)  The  practice  of  distributing  dividends 
as  “ free  of  Income  Tax  ” is  increasing  and  leads  to 
great  complications  and  additional  labour  in  assessing 
Income  Tax.  I know  of  no  sound  argument  in  favour 
of  permitting  this  practice  to  continue. 

3670.  (101)  As  an  instance  of  the  confusion  arising 
out  of  the  practice  of  paying  dividends  “ free  of 
Income  Tax,”  I call  attention  to  the  following  actual 
case : — 

The  Company  has  an  issued  capital  of  200,000 
divided  into  800,000  shares  of  five  shillings  each, 
and  the  Company’s  financial  year  ends  on  the 
31st  December.  For  the  year  ended  31st  Decem- 
ber, 1916,  the  dividends  were  declared  and  paid 
less  Income  Tax.  For  the  year  ended  31st  Decem. 
ber,  1917,  the  following  dividends  were  declared 
and  paid : — 

1917 : 27th  July,  No.  49,  2s.  per  share,  “ free 
of  Income  Tax,” 

1917 : 26th  October,  No.  50,  Is'.  4d.  per  share, 
less  Income  Tax, 

1918:  31st  January,  No.  51,  Is.  4d.  per  share, 
less  Income  Tax; 

1918 : 10th  May,  No.  52,  Is.  4d.  per  share,  less 
Income  Tax. 

For  the  year  ended  31st  December,  1918,  the 
dividends  were  again  declared  and  paid  “ free  of 
Income  Tax.” 

The  dividends  paid  for  the  year  1917,  after 
adjusting  the  one  dividend  paid  “ free  of  Income 
Tax,”  amount  apparently  to  133-3  per  cent.,  but 
even  when  consistently  followed  the  practice  is 
most  confusing,  and  ninety-nine  people  out  of  a 
hundred  do  not  understand  it,  besides  which  this 
method  entails  much  needless  labour  on  Inland 
Revenue  officials  and  on  professional  accountants 
in  endeavouring  to  straighten  out  computations 
of  taxable  income. 

3671.  (102)  The  payment  as  “ free  of  Income  Tax  ” 
of  directors’  fees,  salaries,  commissions,  etc.,  is  also 
increasing,  and  leads  to  vast  and  unnecessary  compli- 
cations in  connection  with  Income  Tax  assessment 
Paragraph  61  of  the  Report  of  the  Company  Law 
Amendment  Committee  recommends  that  payment  to 
directors  “ free  of  Income  Tax  ” or  of  Super-tax 
shall  be  forbidden. 

Taxation  of  income  periodically , at  the  source, 
as  it  arises. 

3672.  (103)  In  view  of  the  paramount  importance 
of  Income  Tax  as  the  prime  instrument  for  raising 
national  revenue,  it  is,  in  my  opinion,  absolutely 
necessary  for  practical  reasons  that  the  method  of 
assessment  and  administration  of  the  tax  shall  be 
placed  on  the  simplest  possible  lines.  In  recent  years  • 
the  complications  arising  out  of  concessions  to  meet 
ch is  and  that  complaint  have  become  so  great  as 
seriously  to  affect  the  efficient  collection  of  the  tax. 

An  Income  Tax,  as  a general  rule,  should  be  fastened 
on  income  periodically,  at  the  source,  as  it  arises,  and 
this  tends  greatly  to  ease  its  collection  and  to  soften 
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3674.  And  you  have  given  special  attention  to  the 
qUQfi70n  °f  the  dePreoiati°n  of  wasting  assets?— Yes. 

3675.  I have  before  me — I am  sorry  to  say  I only 
know  the  outside  of  it — what  I have  no  doubt  is  a 
valuable  work  dealing  with  that  subject.  We  have 
your  evidence-in-chief  before  us.  Will  you  run 
shortly  through  your  evidence,  just  indicating  its 
principal  points.  I hope  it  will  not  be  necessary  for 
you  to  read  it  all.  I think  most  of  us  have  read  it, 
ir  not  all  of  us.  Then,  of  course,  you  will  be  ex- 
amined by  different  members  of  the  Commission  ?— 1 
must  apologise  first  of  all  for  the  very  technical 
nature  of  the  greater  part  of  my  evidence.  It  is,  1 
am  afraid,  unavoidable  on  this  subject.  In  para- 
graph 4 I stated  that  the  third  rule  of  the  first 
case  of  Schedule  D of  the  Act  of  1842  provides  that 
no  sum  shall  be  allowed  to  be  set  off  or  deducted  from 
profits  on  account  of  any  capital  withdrawn  from  any 
trade,  manufacture,  adventure  or  concern,  and  said 
that  those  words  are  harmless  in  that  they  do  not 
interefere  with  the  computation  of  annual  profit,  but 
tliat  the  words  appear  to  be  superfluous,  because  if 
any  capital  is  withdrawn  and  deducted  from  annual 
profits  the  result  will  obviously  be  less  than  profits; 
and  it  is  profits  which  the  Act  taxes.  This  sentence 
is  intended  to  convey  that  in  deducting  from  revenue 
expired  capital  outlay  on  wasting  assets  one  is  not 
deducting  anything  on  account  of  any  capital  with- 
drawn. Capital  withdrawn  would  mean  existing  ex- 
changeable value  specifically  withdrawn  from  the 
business.  The  exchangeable  value  of  material  wasting 
assets  is  part  of  the  capital  of  an  undertaking  only 
until,  in  the  ordinary  course  of  business,  the  material 
itself  is  used  up,  and  has  been  exchanged  into 
some  other  form  of  value.  If  a quantity  of  raw 
material— of  nitrate,  for  instance— was  withdrawn  by 
being  carted  away  and  given  to  another  undertaking, 
without  consideration  passing  to  the  company  which 
originally  owned  it,  that  would  be  capital  withdrawn; 
but  if  a similar  quantity  of  nitrate  was  exhausted 
by  the  company  in  the  ordinary  operations  of  profit 
seeking  that  would  not  be  capital  withdrawn,  be- 
cause other  assets  in  the  form  of  stock,  or  book  debts 
would  arise,  and  take  the  place  of  the  nitrate  ex- 
hausted in  upholding  the  capital.  The  argument 
relating  to  the  operation  of  exchanging  into  other 
forms  of  value,  and  so  gradually  using  up  and  reduc- 

a+le  CaI  ed  fixed  assets  may  be  further 
a ™trat6  “mpauy  having  paid 
P’00,0  ,for  lts  grounds,  and  having  been  soundly 
by.  ^gularly  retaining  out  of  revenue  the 
annual  expired  capital  outlay  until  it  has  exhausted 
its  grounds,  would  find  at  the  end  of  its  career  on 
the  assets  side  of  the  balance  sheet  £100,000  cash  at 
l°h  inYfstm®nts>  wblle  the  asset  previously  repre- 
sented  by  the  value  of  its  nitrate  grounds  would  have 
disappeared  and  have  been  written  down  to  nil.  The 
company  could  then,  of  course,  proceed  to  wind  up 
and  repay  its  capital  of  £100,000  in  full,  although  all 
the  nitrate  had  been  withdrawn.  I think  I may 
just  put  it  m this  way,  that  the  withdrawal  of  an 
original. material  wasting  asset  which  formed  part  of 
the  original  capital  is  not  a withdrawal  of  capital  pro- 
viaed  there  remains  an  asset  of  equal  value  in  some 
if0™-  which  may  be  either  stock,  book  debts, 
or  cash,  to  take  the  place  of  the  original  material 
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wasting  asset.  This  other  form  of  asset  now  repre- 
sents the  fixed  or  nominal  capital. 

3676.  All  that  is  argument  to  show  that  the  inter- 
pretation put  upon  that  section  was  wrong? — That 
is  so. 

3677.  It  does  not  really  touch  the  practical  question 
of  how  we  are  to  provide  for  the  future? — No. 
Except  by  allowing  these  deductions  which  form  part 
of  the  cost  of  seeking  profits.  I think  that  the  con- 
tents of  paragraphs  1 to  14  of  my  evidence  may  really 
be  summarized  by  saying  that  in  the  middle  of  last 
century  when  Income  Tax  was  reintroduced  it  was 
inevitable  that  the  then  very  imperfect  commercial 
practice  in  regard  to  the  science  of  computing  annual 
profits  should  be  largely  followed  in  computing  annual 
profits  for  Income  Tax  purposes,  and  this  practice 
gradually  set  up  a large  body  of  precedent  and  Case 
law  which  assumed  the  force  of  law,  and  this  was 
afterwards  strengthened,  and  by  implication  recog- 
nized, in  subsequent  Statutes,  such  as  the  Customs 
and  Inland  Revenue  Act  of  1878,  section  12  of  which 
opens  with  the  words : “ Notwithstanding  any  pro- 
vision to  the  contrary  contained  in  any  Act  relating 
to  Income  Tax.”  It  has  now  for  many  years  been 
recognized  in  commercial  practice  that  it  is  necessary 
to  treat  expired  capital  outlay,  or  depreciation  as  it 
is  called,  on  wasting  assets,  as  a part  of  the  cost  of 
seeking  profits  equal  in  importance  to  other  revenue 
expenditure.  I want  to  make  it  quite  clear  that,  in 
my  opinion,  the  refusal  to  allow  deduction  for  Income 
Tax  purposes  of  this  part  of  the  cost  of  seeking  profits 
arose  originally  out  of  the  very  imperfect  commercial 
practice  in  the  early  days  of  the  present  Income  Tax. 
Paragraphs  15  to  21  contain  an  illustration  of  the 
great  evils  which  may  arise  out  of  fastening  an  In- 
come Tax  on  amounts  which  are  greater  than  profits. 
The  illustration  given  relates  to  Excess  Profits  Duty; 
but,  as  the  whole  case  there  illustrated  arises  owing  to 
the  method  of  computing  profits  on  Income  Tax 
principles  instead  of  on  profits,  I think  the  illustra- 
tion is  an  apt  one.  It  shows  a case  of  a nitrate  com- 
pany in  which  additional  tax  amounting  to  no  less 
than  £40,393  in  one  year  would  be  payable  as  a 
result  of  earning  £25,000  additional  profits — in  the 
year  1917  as  a matter  of  fact  it  was.  Owing  to  this 
deplorable  defect  of  the  present  Income  Tax  practice 
the  control  of  very  large  undertakings  has  already 
been  removed  from  this  country;  and  arrangements 
are,  I understand,  being  made  for  further  under- 
takings to  be  removed.  Paragraphs  22  to  25  include 
a definition  of  the  term  wasting  assets,  and  para- 
graphs 26  to  38  include  a definition  of  depreciation. 
I think  that  those  are  accurate  definitions,  and  that, 
although  wide  and  comprehensive,  they  may  safely  be 
adopted  for  the  purpose  of  commercial  practice  and 
for  Income  Tax  purposes.  There  is  no  doubt  in  my 
mind  that  the  use  of  the  word  “ depreciation  ” should 
be  discontinued,  and  the  term  “ expired  capital  out- 
lay ” substituted. 

3678.  Why  do  you  prefer  the  term  “ expired  capital 
outlay  ” instead  of  “ exhausted  ” which  I think  is 
the  usual  phrase? — I am  scarcely  able  to  give  a con- 
sidered answer  to  that.  I have  given  this  question 
very  serious  study  for  many  years ; and  I have  adopted 
the  term  “ expired.”  I do  not  think  there  would  be 
very  much  difference  in  the  cases  of  some  classes  of 
wasting  assets;  but  I can  scarcely  commit  myself. 

3679.  Each  phrase  has  its  connotation,  has  not  it. 
In  each  case  “ expired  ” and  “ exhausted,”  whichever 
word  is  chosen,  has  a connotation? — It  may  be  so. 

3680.  I suggest  to  you  that  the  connotation  of 
“ exhausted,”  which  means  something  used  up,  is 
correct,  and  of  “ expired,”  which  means  something 
which  has  come  to  an  end  by  mere  lapse  of  time,  is 
wrong? — I do  not  think  so,  because  a part  of  my 
evidence  is  an  endeavour  to  show  that  in  some  cases 
mere  expiration  of  time  is  perhaps  the  most  important 
factor  in  bringing  about  the  fall  in  exchangeable 
value  of  some  classes  of  material  wasting  assets. 

•3681.  I am  not  at  the  moment  attempting  to  criti- 
cize anything,  only  I wanted  your  explanation  of  why 
you  selected  that  term? — That  is  one  of  the  reasons. 

3682.  Pausing  at  paragraph  23  by  way  of  explana- 
tion only;  your  definition  “ wasting  assets  oonsist  of 


all  values  of  an  exchangeable  nature  which  inevitably 
diminish  while  applied  to  the  purpose  of  seeking 
profits  ” I suggest  means  “ are  normally  diminished.” 
Do  you  again  prefer  your  own  phrase? — I do. 

3683.  Very  well.  Then  you  go  on  to  divide  them 
up  ? — I was  going  to  say  that  the  dictionary  meaning 
of  the  word  “ depreciation”  is  very  vague,  and  in- 
cludes such  expressions  as  “ diminish  in  value,”' 
“ lower  market  price,”  “ reduced  purchasing  power 
of,”  and  so  on.  Now  I come  to  what  I regard  as 
perhaps  the  most  important  matter  to  understand 
clearly  on  this  question  of  wasting  assets,  and  that 
is  the  distinction  between  the  two  classes  of  wasting 
assets  for  Income  Tax  purposes,  or  for  the  purpose  of 
assessing  a tax  on  annual  income,  or  profits,  as  these 
actually  arise  year  by  year.  This  matter  is  dealt  with 
in  paragraphs  39  to  43.  At  the  end  of  paragraph  40 
of  my  evidence,  I say  that  assets  falling  within  the 
class  “ capital  invested  in  the  purchase  of  rights  to 
the  enjoyment  of  the  profits  of  future  years,” 
although  wasting  in  the  hands  of  the  individual  who 
has  purchased  the  rights,  are  not  inherently  wasting 
assets ; and  I just  want  to  add  that  the  fact  is  they 
are  represented  by  nothing  but  the  calculated  present 
value  of  latent  pure  profits  which  may  arise  in 
the  future  years.  If  and  when  they  do  arise  in  future 
years,  they  will  at  that  time  be  assessed  to  Income 
Tax.  This  part  of  the  subject  is  undoubtedly  a diffi- 
cult and  obscure  one;  and  it  is  important  that  it 
should  be  better  understood  by  Income  Tax  payers. 
It  will  be  observed  that  all  those  wasting  assets  which 
are  not  inherently  wasting  assets,  including  pur- 
chased terminable  concessions,  leaseholds,  copyrights, 
patent  rights,  goodwill,  and  trade  marks,  have  been 
purchased  from  a seller  who  may,  or  may  not,  be  the 
original  owner.  But  on  this  subject  it  is  most  im- 
portant to  state  that  deduction  of  expired  capital 
outlay  invested  in  wasting  assets  of  this  nature  should 
be  allowed  for  Income  Tax  assessment  purposes  when- 
ever and  to  the  extent  that  the  original  owner  and/or 
the  vendor  would  not  have  been  subject  to  British 
Income  Tax  if  the  source  of  income  had  remained  in 
his  hands.  An  instance  of  such  an  exception  would 
be  capital  invested  in  the  purchase  of  a terminable 
concession  outside  the  United  Kingdom,  for  here  the 
original  owner  of  the  source  of  the  future  annual 
profit  would  not  have  been  subject  to  British  Income 
Tax,  and,  therefore,  the  expired  capital  outlay  necess- 
ary to  be  refunded  out  of  revenue  receipts  before  any 
annual  profit  can  be  earned  by  the  purchaser  domi- 
ciled in  the  United  Kingdom  should  be  allowed  as  a 
deduction  from  Income  Tax  receipts  in  assessing 
British  Income  Tax.  The  assessment  to  British 
Income  Tax  of  the  whole  of  the  annual  profits 
arising  from  such  foreign  concession  would  tend  to 
restrict,  and  sometimes  even  to  prohibit,  as  between 
a foreigner  and  a British  subject,  all  transfer  business 
of  this  nature,  which  is,  of  course,  always  open  to 
the  bids  of  purchasers  in  all  countries  of  the  world. 
The  treatment  of  expired  capital  outlay  on  wasting 
assets  of  this  nature  belonging  to  persons  domiciled 
in  the  United  Kingdom  but  representing  rights  to  the 
enjoyment  of  the  profit  of  future  years  arising  out- 
side the  United  Kingdom,  is  a subject  which  is  some- 
what closely  allied  to  the  question  of  Double  Income 
Tax,  and  will  need  to  be  considered  also  under  that 
head. 

3684.  Would  you  pause  there  for  one  moment  by 
way  of  explanation?  You  suggest,  if  I follow  you, 
that  in  the  case  of  purchased  terminable  concessions, 
which  is  your  (e),  paragraph  23,  and  all  the  other 
items  down  to  (i),  there  should  be  no  allowance  if  the 
vendor  is  an  Englishman,  but  there  should  be  an 
allowance  if  the  vendor  is  a foreigner;  is  that  the 
suggestion? — That  is  so,  provided  that  the  source  of 
income  lies  outside  the  United  Kingdom. 

3685.  Very  well,  add  that.  You  say  that  these  are, 
if  I may  piit  it  so,  the  title  to  future  profits?— The 
rights  to  future  expected  profits — the  present  value 
of  expected  future  profits. 

3686.  Is  it  your  suggestion  that  the  vendor  gets  a 
smaller  sum  because  the  purchaser  knows  that  he  will 
be  liable  for  tax  on  the  profits,  and  therefore  the 
tax  that  is  paid  by  the  purchaser,  as  the  profits  come 
home,  may  in  effect  be  taken  to  be  a payment  for  the 
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vendor;  is  that  the  idea? — That,  I think,  would  de- 
pend upon  whether  the  vendor,  being  a foreigner,  had 
in  fact- 

3687.  I am  speaking  generally  first  of  all;  I want  to 
get  what  the  general  principle  is,  to  see  why  you 
differentiate  between  a foreigner  and  an  Englishman. 
I have  not  followed  it  from  your  statement,  and  I 
want  to  find  out  if  my  speculation  is  right.  The  first 
thing  is  that  these  rights  being  sold,  the  purchaser, 
looking  to  get  future  profit,  knowing  that  he  will  have 
to  pay  tax  upon  the  whole  of  that  future  profit,  is 
assumed  to  pay  the  vendor  less  than  if  he  had  not  to 
pay  tax? — That  is  an  assumption. 

3688.  Well,  is  it  the  assumption  you  are  proceeding 
on  ? — I cannot  say  whether  it  is  so,  but  I should  think 
not. 

3689.  Otherwise  I do  not  see  why  you  differentiate 
between  an  English  vendor  and  a foreign  vendor? — 
My  reason  for  distinguishing  is  that  the  present  value 
of  rights  to  future  profits  in  the  hands  of  a person 
domiciled  in  this  country  are  therefore  liable  to 
British  Income  Tax.  If  those  profits  arise  within  the 
jurisdiction  of  the  British  Income  Tax  the  profits  must 
be  taxed.  But  there  is  another  class  of  profits  which 
arise  outside  the  jurisdiction  of  the  British  Income 
Tax  in  the  hands  of  their  original  owners;  and  I think 
we  must  not  tax  those  profits,  because  otherwise  we 
should  be  taxing  persons  domiciled  here  on  profits  in- 
cluding profits  which  have  come  into  the  hands  of 
foreigners,  and  we  should  by  that  imposition  prevent 
persons  domiciled  in  the  United  Kingdom  from 
having  an  equal  chance  with  other  persons  in  other 
countries  of  the  world  to  purchase  the  rights  to  those 
future  profits  arising  outside  the  United  Kingdom. 

3690.  That  is  exactly  why  I asked  you  this  question, 
because  you  seem  to  me  to  be  confusing  two  things. 
One  is  policy,  that  it  is  advisable  to  enable  British 
subjects  to  be  free  from  Income  Tax  in  certain  direc- 
tions because  they  come  into  competition  with 
foreigners;  and  the  other  is,  leaving  the  competitive 
foreigner  out  of  account,  that  it  is  fair  that  the 
British  subject  should  have  an  allowance.  You  seem 
to  me  to  be  mixing  the  two  things  up? — I quite  agree 
it  is  a question  of  policy — whether  a person  domiciled 
here  should  be  called  upon  to  pay  tax  on  profits,  in- 
cluding profits  which  have  gone  into  the  hands  of  a 
foreigner. 

3691.  Yery  well,  will  j-ou  proceed?  I hope  I have 
not  put  you  off  by  interrupting? — No,  not  at  all.  I 
quite  appreciate  the  advantage  of  taking  these  points 
as  they  arise.  Paragraphs  49  to  69  deal  with  the 
measurement  of  expired  capital  outlay  on  what  I call 
inherently  wasting  assets.  In  my  opinion  this  subject 
is  still  in  a deplorably  neglected  condition;  and,  in 
view  of  its  constantly  increasing  importance,  I have 
suggested  on  various  occasions  that  the  use  of  a suit- 
able accounting  equipment,  called  a register  of 
wasting  assets,  should  be  made  compulsory  by  Statute, 
at  any  rate  in  the  case  of  all  public  companies.  If 
this  were  done  I have  no  doubt  the  use  of  some  such 
equipment  and  the  practice  of  the  scientific  annual 
measurement  of  expired  capital  outlay  on  what  I have 
called  “ inherently  wasting  assets  ” would  soon  be 
generally  adopted.  I feel  that  it  is  commercial  prac- 
tice which  is  still  considerably  at  fault  in  dealing  with 
this  very  important  question. 

3692.  In  paragraph  57,  which  is  one  of  the  group 
of  paragraphs  which  I was  discussing  just  now,  I 
deal  with  capital  outlay,  amongst  other  things,  on 
clearing  estates  to  be  planted  with  recurring  crops, 
and  it  has  been  suggested  whether  this  is  not  a 
permanent  outlay.  I think  it  approaches  nearly  to 
this.  The  only  material  wasting  asset  which  does  not 
waste,  apart  from  geological  changes,  is  land  in  its 
natural  state.  Fertile  land  in  its  natural  state  is 
generally  covered  with  jungle,  and  it  tends  to  return 
to  this  condition  unless  cultivation  is  maintained  ; so 
that  I think  the  cost  of  clearing  land  is  not  really 
properly  described  as  a permanent  outlay. 

3693.  Paragraphs  70  to  74  contain  a draft  clause 
making  provision  under  the  present  law  for  the  allow- 
ance of  deduction  of  unexpired  capital  outlay  on  raw 
material,  &c.  I claim  no  more  for  this  clause  than 


that  it  would  have  provided  a reasonably  safe  method 
under  which  deduction  might  have  been  allowed  for 
such  raw  material  as  nitrate,  coal,  minerals,  &c.  AVith 
a revised  Income  Tax  practice  such  a clause  might  not 
be  needed. 

3694.  Then  paragraphs  75  to  93  deal  with  the  ques- 
tion of  the  annual  instalment  of  the  sinking  fund  as 
a measure  of  expired  capital  outlay  on  material 
wasting  assets.  1 know  of  no  more  dangerous  finan 
cial  expedient  than  the  sinking  fund.  The  term  is 
employed  veiy  freely ; and  the  sinking  fund  is  sup- 
posed to  be  a great  specific  and  safeguard  against  loss, 
especially  in  public  finance,  but  it  is  true  to  say 
that  its  operation  is  very  little  understood.  Why  is 
it  necessary,  it  may  be  asked,  if  £100  is  invested  in 
the  cost  of  plant  having  a life  of  20  years,  to  take  out 
of  the  revenue  of  each  year,  as  expired  cost  of  the 
plant,  more  than  a sum  which,  if  invested  annually 
at,  say,  5 per  cent,  per  annum,  will  amount  to  £100 
at  the  end  of  the  period  of  the  useful  life  of  the 
plant?  This  question  tends  to  some  confusion  of 
thought,  and,  with  a view  to  avoiding  this,  it  may 
be  well  to  consider  the  results  of  three  different 
methods  of  investment  of  £100  for  20  years.  First, 
in  the  cost  of  plant  having  a life  of  20  years;  second, 
in  the  cost  of  an  annuity  of  £8  yielding  interest  at 
5 per  cent,  per  annum;  and  third,  in  the  cost  of 
2^  per  cent.  Consols,  which,  for  the  sake  of  conveni- 
ence, I have  put  at,  say,  £50  per  £100  nominal,  yield- 
ing, therefore,  5 per  cent,  per  annum.  It  will  be 
observed  that  in  case  3,  the  capital  outlay  does  not 
expire,  but  will  exist  unimpaired  at  the  end  of  the 
20  years,  whereas  in  cases  1 and  2 the  capital  outlay 
will  have  wholly  expired  at  the  end  of  the  20  years. 
Cases  1 and  2,  therefore,  only  need  be  considered. 
In  case  one,  the  capital  is  invested,  or  locked  up,  in 
plant,  which  is  material  property.  Material  property 
does  not  yield  interest,  and  £100  locked  up  in  plant 
may  be  compared  with  100  sovereigns  locked  up  in  a 
box.  One-twentieth  of  the  cost  value  of  the  plant, 
amounting  to  £5,  will  expire  each  year.  The  £5  will 
be  taken  out  of  the  revenue  of  each  year,  and  will 
probably  be  used  to  meet  the  cost  of  renewing  other 
units  of  plant  necessary  to  maintain  the  volume  of 
efficient  plant  required  to  earn  the  revenue  of  the 
undertaking,  as  explained  in  pages  174  to  177 
of  my  work  on  “ Depreciation  and  Wasting  Assets.” 
If  not  so  used,  the  £5  thus  released  will  go 
automatically  to  increase  some  other  form  of  asset 
representing  the  capital  of  the  undertaking,  such  as 
cash  at  the  bank,  book  debts,  or  stock,  or  in  the 
alternative  will  be  invested  in  securities  outside  the 
business,  which  securities  will  still  form  part  of  the 
capital  of  the  undertaking,  and  these  assets,  in  what- 
ever form  they  exist,  will  contribute  their  share  in 
earning  each  year’s  profits  or  increase  of  the  under- 
taking. If  only  £3  instead  of  £5  is  taken  out  by 
deduction  from  the  revenue  of  the  first  year,  the 
profits  actually  earned  for  that  year  will  be  over- 
stated by  £2,  and  if  an  amount  of  profits  so  oomputed 
is  distributed  to  proprietors  the  result  will  be  that  £2 
of  capital  will  be  distributed,  together  with  the  actual 
profits  of  the  first  year ; thereby  improperly  reducing 
the  capital,  which,  however,  will  still  appear  to  be 
intact  because  the  value  of  the  plant  will  be  over- 
stated in  the  balance  sheet  by  £2.  What  really 
happens  is  this:  £5  of  the  capital  outlay  expires 
each  year  and  if  retained  in  hand  by  being  deducted 
from  revenue,  will  contribute  towards  the  profits  of 
the  20  years  a sum  of  not  less  than  £65,  being 
interest  at  5 per  cent,  per  annum  on  the  investment 
of  the  annual  Sum  of  £5  retained  out  of  revenue. 
If  only  £3  per  annum  is  retained  out  of  revenue  on 
the  sinking  fund  method,  there  being  in  fact  no 
sinking  fund,  it  is  very  important  to  know  that  the 
effect  is  that  the  £3  for  expired  capital  outlay  must 
be  supplemented  by  an  imaginary  interest  amounting, 
by  increasing  annual  sums,  to  £40  during  the  20 
years ; and  these  increasing  annual  sums  must  be 
debited  to  profit  and  loss  each  year  as  part  of  the 
depreciation,  and  written  off  the  plant  account,  being 
on  the  other  hand  credited  to  the  profit  and  loss 
account  as  interest,  and  debited  to  an  imaginary 
asset  account  which  is  not  represented  by  anything. 
The  effect  is  to  overstate  the  profits  of  the  20  years  by 
£40,  because  in  fact  £3  per  annum  instead  of  £5  per 
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annum  have  been  retained  out  of  revenue  during  the 
20  years  as  depreciation,  or  expired  capital  outlay. 
The  use  of  the  sinking  fund  method  under  which 
only  about  £3  instead  of  £5  is  taken  out  of  the 
revenue  of  the  first  year  operates  to  overstate  the 
annual  profits  computed  as  being  earned  during  each 
year  of  the  period,  and  thus  to  cause  the  value  of  the 
plant  to  remain  overstated  in  the  books  of  an  under- 
taking during  the  whole  period  of  the  life  of  the 
plant.  This  overstated  value  reaches  its  maximum  in 
the  case  of  a 20  years’  period  about  the  end  of  the 
eleventh  year.  The  unexpired  value  of  the  plant  to 
a going  concern  is  at  that  time  overstated  by  more 
than  25  per  cent.  This  constitutes  the  great  danger 
of  using  the  sinking  fund  method  to  measure  the 
annual  depreciation  of  plant.  In  case  2 the  capital  is 
invested  in  an  annuity  of  £8.  Investment  in  an 
annuity  is  of  course  quite  a different  thing  from  the 
investment  of  money  in  plant.  The  purchaser  of  an 
annuity,  in  effect,  lends  money  at  interest  to  the 
grantor  of  the  annuity  on  the  terms  that  the  capital 
is  to  be  repaid  together  with  interest  in  equal  annual 
instalments.  In  this  case  the  first  year’s  annuity  will 
consist  roughly  of  £5  interest  and  £3  capital,  and  the 
last  year’s  annuity  will  consist  of  about  7s.  6d. 
interest  and  £7  12s.  6d.  capital.  As  a matter  of  fact, 
these  three  forms  of  investing  money  are  so  essentially 
different  in  character  that  any  attempt  to  compare 
one  with  another  must  result  in  hopeless  confusion  of 
thought. 

3695.  Paragraphs  94  to  98  contain  suggested  amend- 
ments of  the  present  law  in  regard  to  wasting  assets 
and  taxation.  I should  like  to  refer  to  paragraph  97. 
and  to  suggest  here  again  that  provision  should  be 
made  in  any  amendment  of  the  law  to  secure  that 
allowance  of  deduction  in  respect  of  wasting  assets 
which  are  not  inherently  wasting  assets  shall  be  allowed 
for  Income  Tax  purposes,  whenever,  and  to  the  extent 
that  the  original  owner  and/or  vendor,  would  nothave 
been  subject  to  British  Income  Tax  if  the  source  of 
the  income  had  remained  in  his  hands. 

3696.  That  is  the  question  about  foreign  rights 
that  you  have  dealt  with  a little  earlier? — That  is  so. 
The  question  of  our  paying  tax  on  profits  in  the 
hands  of  a foreigner. 

3697.  That  is  the  reference? — Yes.  That,  I think, 
ends  the  part  of  my  evidence  which  deals  with  this 
difficult  subject  of  depreciation  and  wasting  assets. 
With  regard  to  my  evidence  on  payments  “ free  of 
Income  Tax  ” which  is  contained  in  paragraphs  99  to 
102  I wish  to  express  an  emphatic  opinion  that  it  is 
desirable  to  forbid  this  practice. 

3698.  We  have  had  evidence  already  upon  that. 
The  reasons  that  are  given  here  are  that  it  leads  to 
uncertainty  as  to  how  much  the  dividend  actually  is, 
and  further  than  that,  it  leads  to  concealment  of 
what  the  actual  total  income  of  the  recipient  is? — 
Yes,  that  is  so. 

3699.  I think  those  are  the  only  points  you  make 
about  that,  are  they  not? — Yes.  I have  one  other 
point  to  add.  I have  not  been  able  to  hear  of  a 
single  advantage  of  making  payments  “free of  Income 
Tax.” 

3700.  May  I suggest  one,  that  the  company  bears 
the  risk  of  an  alteration  in  rate? — I cannot  admit 
that  that  is  an  advantage. 

3701.  Not  the  receiver? — It  introduces  a specu- 
lative element. 

3702.  Yes? — But  I cannot  admit  that  that  is  an 
advantage. 

3703.  It  is  a factor? — It  is  a factor  undoubtedly; 
but  I was  going  to  add  that  I find  there  is  always 
present,  though  I beleive  quite  unrecognized,  an 
underlying  element  of  deceit  in  the  practice  of  this 
“ free  of  Income  Tax  ” system.  I believe  it  is  this 
that  is  really  its  attractiveness,  although,  as  I say, 
I am  quite  convinced  that  this  is  unrecognized  by 
those  who  advocate  it.  I wanted  to  make  that  point, 
because  that  is  what  I find  always  present — some- 
thing which  bears  the  character  of  deception  or 
deceit. 

3704.  Who  is  deceived? — We  deceive  ourselves.  I 
asked  a well-known  writer  on  Income  Tax  whether 
there  was  any  advantage  in  this  practice  of  paying 
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dividends  “ free  of  Income  Tax,”  and  he  said:  “ Yes, 
foreign  shareholders  believe  that  they  are  not  paying 
British  Income  Tax  ” — and  that  is  deceit. 

3705.  They  do  not  appreciate  that  the  company  is 
paying  it  for  them? — No.  It  conceals  things. 

3706.  With  regard  to  your  next  point,  taxation 
periodically  at  the  source,  have  you  anything  to  say? 
— I have  a strong  feeling  that  taxation  of  income 
should  be  made  periodically  at  the  source  as  it  arises. 
There  is  no  particular  virtue  in  the  period  of  one 
year  except  that  for  ascertaining  profits  of  businesses 
one  year  must  usually  be  taken  as  a period,  and  the 
shortest  period.  Other  incomes  as  they  arise  weekly, 
monthly,  or  otherwise,  should  be  subjected  to  taxation 
by  deduction  forthwith.  This  would  make  collection 
easier  and  the  burden  of  tax  would  be  much  less  felt 
by  the  taxpayer. 

3707.  Especially  by  the  working  classes? — Yes.  On 
both  of  those  latter  subjects — payments  “ free  of 
Income  Tax  ” and  taxation  periodically  at  the 
source — I feel  I am  scarcely  prepared  to  give  more 
than  a strong  opinion  as  the  result  of  a wide  and 
extended  knowledge  of  Income  Tax  practice.  If 
those  subjects  are  to  be  gone  into  in  detail  I should 
like  first  to  have  an  opportunity  of  developing  my 
evidence  with  regard  to  them.  I wonder  sometimes 
whether  we  realize  that  this  country  is  at  present — 
and  is  likely  to  remain  for  a long  period — practically, 
a partner  to  the  extent  of  something  like  one-third 
in  the  profits  arising  out  of  the  human  effort — a 
better  expression  than  the  word  “ Labour  ” — of 
Englishmen. 

3708.  Will  you  pardon  my  saying  that  in  attempting 
to  express  yourself  in  abstract  terms  you  are  some- 
times a little  difficult  to  follow.  Give  us  an  illustra- 
tion and  then  we  can  follow  'it  better.  When  you  talk 
about  human  effort  of  British  people  do  you  mean 
British  people  serving  abroad  or  what? — No,  I mean 
those  domiciled  within  the  United  Kingdom  who  arc 
liable  to  British  Income  Tax. 

3709.  Be  a little  more  explicit.  Your  proposition 
at  present — I am  not  putting  this  in  any  disparaging 
way — 'that  caught  me  was : “ This  country  is  a partner 
to  the  extent  of  one-third  in  the  profits  of  British 
effort.”  I should  have  thought  it  was  sole  owner? — 
Sole  owner  of  all  the  profits  of  human  effort  or  labour? 
It  is  perhaps  technically  the  owner  of  all,  but  it  does 
at  present  leave  two-thirds  or  a little  more — apart 
from  Super-tax,  I am  speaking  now  of  Income  Tax — 
of  the  increase  or  profits  arising  from  human  effort 
to  be  enjoyed  by  the  earner,  and  it  takes  a share 
equal  to  very  nearly  one-third,  and  it  is  going  to  do 
that  for  a considerable  number  of  years.  I think  we 
ought  to  look  at  the  question  of  Income  Tax  from 
that  wide  point  of  view. 

3710.  I follow  quite  well  now.  In  simpler  terms  it 
means  that  the  tax  of  this  country  is  going  to  be 
one-third  of  its  total  income? — Not  quite,  for  as  was 
pointed  out  by  Dr.  Stamp  the  other  day  at  the  Royal 
Statistical  Society,  we  only  apply  an  Income  Tax  to 
the  larger  incomes.  Ho  pointed  out  that  with  £160 
as  the  exemption  limit  we  did  not  reach  one-half  of 
the  earnings  resulting  from  human  effort  in  this 
country.  As  a matter  of  fact  even  now  that  the 
limit  has  been  lowered  I should  doubt  whether  it 
touches  more  than  one  half  of  our  present  income 
arising  out  of  human  effort.  The  lower  incomes  re- 
ceived by  the  masses  of  the  people  are,  of  course,  not 
taxed  in  this  way  at  all. 

3711.  Sir  T.  Whittaker:  I will  not  follow  you  on 
the  question  of  depreciation  and  wasting  assets.  I 
only  want  to  ask  you  with  regard  to  the  payment  of 
Income  Tax  on  dividends.  Do  you  carry  the  same 
objection  to  payment  of  tax  on  directors’  fees  and 
on  salaries?  It  is  customary  for  many  banks,  in- 
surance offices,  and  other  large  concerns!',  to  pay  the 
Income  Tax  on  the  salaries  of  their  employees,  and 
also  to  pay  the  tax  on  the  directors’  fees.  What  I 
want  to  ask  you  is,  does  your  objection  apply  to  those 
payments  as  well  as  to  the  payments  of  dividends 
“ free  of  Income  Tax  ”? — It  does. 

3712.  Why  do  you  object  to  the  payment  of  the 
Income  Tax  on  salaries? — There  are  several  reasons: 
one  is,  that  it  causes  complications  which  are  quite 
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unnecessary,  and  it  has  no  real  advantages  that  I can 
see,  and  then  again  one  finds  too  often  the  element 
of  deceit.  I think  that  Income  Tax,  which  is  now 
so  important  an  instrument  of  revenue,  should  be 
stripped  of  all  unnecessary  complications;  and  I say 
with  emphasis  that  these  practices  do  add  enormously 
to  the  difficulties  of  administering  the  Income  Tax. 

3713.  May  I suggest  to  you,  taking  this  tax  on 
salaries,  that  it  is  rather  difficult  to  understand  where 
there  is  any  deceit  in  that,  and  that  there  are  advan- 
tages. In  the  first  place,  it  is  much  more  convenient 
to  the  recipient  of  the  salary  that  someone  should  put 
down  the  money  for  him,  so  to  speak — it  is  a lump 
sum — than  that  he  should  have  to  pay  it  in  that  sum, 
especially  if  the  salary  is  small.  In  the  second  place, 
during  the  last  year  or  so  the  Inland  Revenue 
authorities  require  a return  of  this  tax  as  part  of  the 
salary,  and  consequently  they  get  the  tax  upon  it. 
I do  not  see  how  there  is  any  complication  upon  that  ? 
—That  is  the  very  thing ; that  is  part  of  the  complica- 
tion. I do  not  suggest  for  a moment  that  the  total 
consideration  passing  to  those  directors  and  officials 
should  be  less  than  it  is  at  present,  but  that  it  should 
be  paid  in  a straight  way  and  leave  each  recipient 
to  account  properly  for  the  tax  on  that  part  of  his 
income  just  as  he  does  for  the  tax  on  other  parts  of 
his  income. 

3714.  Sir  E.  Nott-Bower:  I have  studied,  I hope 
not  without  some  advantage,  the  memorandum  which 
you  have  furnished  us  with.  May  I take  it  that 
really  what  you  are  out  for  is  this : your  view  is  that 
the  Income  Tax  really  is  a tax  upon  profits? — That 
is  so. 

3715.  And  that  under  the  law  as  it  is  now  and  as  it 
is  adminstered  now,  we  do  in  effect  tax  something 
which  is  not  profit? — Yes. 

3716.  Because  insufficient  allowance  is  made  for 
expired  capital  outlay? — Yes. 

3717.  You  want  to  secure  a change  in  the  law  which 
will  prevent  the  charging  to  Income  Tax  of  that  which 
is  not  profit? — Yes,  that  is  so,  in  the  interests  of  the 
Income  Tax  itself,  of  which  I am  a very  strong 
advocate. 

3718.  Then,  I suppose,  we  have  to  add  to  that,  that 
where  the  asset  is  abroad  you  want  to  exclude  also 
any  charge  in  respect  of  profit  which,  I might  put 
it,  does  not  fall  within  the  proper  scope  of  the  Income 
Tax  at  all? — Yes,  in  order  to  prevent  British  subjects 
from  paying  tax  on  profits  which  include  profits  paid 
to  foreigners  in  advance  of  the  years  in  which  they 
arise  and  to  secure  fair  treatment  and  equal  treat- 
ment to  British  bidders  for  6uch  property. 

3719.  I follow  that.  Now  with  regard  to  the  foreign 

asset,  I want  to  clear  that  out  of  the  way.  We  have 
had  separate  evidence  on  this  yesterday,  and  at  any 
r^e  ^ agree  that  there  are  some  considerations  arising 
where  the  asset  is  abroad  which  we  have  got  to  con- 
sider, and  which  do  not  exist  where  the  asset  is  at 
home;  so  in  the  two  or  three  questions  I want  to  put 
to  you  (it  is  a very  complicated  subject  and  very 
difficult  to  deal  with)  will  you  kindly  remember  that 
my  questions  are  confined  entirely  to  where  the  source 
of  the  asset  is  at  home  in  the  United  Kingdom? Yes. 

3720.  You  agree  that  your  object  is  to  prevent  the 

assessment  of  that  which  is  not  a profit? Yes. 

3721.  Giving  the  best  consideration  I can  to  it,  it 

seems  to  me  that  some  of  your  proposals  would  result 
in  the  exemption  of  that  which  is  profit.  To  clear 
my  mind  on  that  point  I would  like  to  put  one  or 
two  questions  to  you.  I think  I might  illustrate  my 
difficulty  in  this  way:  a few  years  ago  there  was  a 
valuable  discoverery  of  coal  in  Kent.  Let  us  suppose 
that  the  owner  of  the  land  under  which  the  coal  was 
found  was  a man  of  means  and  that  he  sunk  the  shaft 
and  worked  the  coal  himself.  That  coal,  of  course, 
is  a potential  source  of  future  profit  for  a number  of 
years,  profit  which  is  realized  for  a number  of  years, 
it  may  be  20,  30  or  50 — I do  not  know.  You  wili 
observe  that  he  has  incurred  no  capital  outlay  what- 
ever in  acquiring  the  coal  ?— Except  in  sinking  for 
the  coal.  6 

3722  I quite  agree,  but  the  mineral  itself  has  cost 
him  nothing? 

?‘rh>-  No  caPital  outlay  in  acquiring  the 
coal?— Yes,  I agree.  r-  a & 


3724.  Sir  E.  Nott-Bower : “Acquiring”  is  the 

word  I used.  Would  not  he  properly  be  charged 
Income  Tax  on  the  whole  of  the  profit  which  arose 
to  him  while  the  mineral  is  being  worked  ? He  would 
get  no  benefit  under  your  clause,  would  he?  He 
would  be  charged,  would  he  not,  and  properly  charged, 
on  the  full  amount  of  the  profits  derived  from  work- 
ing^ the  minerals? — My  answer  is  no. 

3725.  Why  not? — Because  that  coal  lies  in  his  land, 
and  it  is  capital  because  it  has  some  exchangeable 
value.  Capital  is  exchangeable  value. 

3726.  Mr.  Kerly : Although  he  did  not  know  it  was 
there?— Although  he  did  not  know  it  was  there.  If 
we  did  not  admit  some  deduction  for  that  capital  we 
should  be  illogical,  and  further  we  should  very  much 
discourage  the  incentive  to  discovery  which  is  an 
important  thing.  I am  giving  a reason  perhaps  why 
some  allowance  for  expired  capital  outlay  on  what 
are  called  coal  measures  may  be  politic  as  well  as 
logical.  It  certainly  ought  to  be  done  from  the 
economic  point  of  view,  but  I suggest  it  is  also  politic 
that  it  should  be  done. 


'■  017  lvoit-nower : You  would  grant  an 

allowance  in  that  case?— Yes,  an  allowance;  I do  not 
think  it  would  amount  to  very  much  or  that  it  would 
weight  the  cost  of  the  coal  by  very  much. 

3728.  There  would  be  some  practical  difficulty  in 
fixing  the  capital  outlay  which  had  to  be  allowed  for  • 
in  fact  there  has  not  been  any  capital  outlay  at  all  ?— 
I do  not  agree  with  you,  because  there  is  exchangeable 
value  there,  and  exchangeable  value  is  capital. 

3729.  I merely  want  to  hear  your  views  on  the 
matter.  I think  many  people  would  consider  that  the 
profits  got  from  the  exhaustion  of  that  coal  were  a 
peculiarly  fit  subject  for  taxation.  It  is  all  profit 
which  the  man  had  not  got  before,  and  I think  many 
people  would  say  it  was  peculiarly  a subject  for  taxa- 
tion. However,  I understand  from  you,  you  would 
tabulate  what  the  capital  value  of  the  coal  was,  and 
would  make  an  allowance,  and  only  assess  as  profit 
what  he  acquired  over  and  above  the  estimated  capital 
value  of  the  coal  at  the  time,  I suppose,  the  mine 
was  opened?— I would  assess  him  on  the  full  profit 
only.  I cannot  admit  that  if  you  do  not  deduct  from 
the  revenue  expired  capital  outlay  you  get  a sum 
which  is  really  profit.  It  is  then  profit  plus  realized 
capital.  I would  assess  him  on  the  full  profit  but  no 
more. 


-*-uu  win  puruon  my  saying  tliat 

is  merely  verbal.  Sir  Edmund  Nott-Bower  is  putting 
to  you,  would  you  assess  him  on  the  whole  return?— 
Un  the  whole  revenue? 

3731.  Yes? — No,  I would  not. 

3732.  Sir  E.  Nott-Bower:  That  is  the  balance  of 
his  receipts  over  his  expenses  ?— No.  I would  not. 

3733.  I do  not  suppose  that  case  lias  actually 
occurred.  Now  let  me  take  the  next  case  that  I have 
in  mind.  Supposing  the  owner  of  the  land  entered 
mto  an  arrangement  with  a colliery  company  under 
which  the  colliery  company  set  to  work  and  extracted 
the  mineral,  paying  the  owner  a royalty  of  so  much 
per  ton  on  the  mineral  as  it  was  got.  In  that  case 
there  would  be  no  reason  for  any  allowance  to  the 
colliery  company,  would  there?— I should  not  be  able 
to  agree  to  assess  the  colliery  company  on  the  balance 
of  its  revenue  without  allowing  some  part  at  any  rate 
of  the  royalty,  as  being  the  part  of  the  royalty  which 
represented  expired  capital  outlay. 

3734.  In  that  case  you  would  assess  the  colliery 
company  on  the  full  balance  of  receipts  over  expend i- 
fure  making  a deduction  for  expired  capital  value, 
and  then  the  colliery  company  would  deduct  from  the 
owner  the  proportion  of  Income  Tax  which  they  had 
paid  on  his  behalf?— That  is  so. 

3735.  That  is  to  say,  hand  the  benefit  of  the  allow- 
ance on  to  the  owner  of  the  minerals  themselves?— 
i es. 


3736.  I did  not  know  that  your  proposals  were  so 
wide  as  that ; but  in  that  case  again  the  result  would 
be  that  the  Exchequer  of  the  State  would  get  tax  on 
the  whole  of  the  excess  of  the  receipts  over  expend- 
ture  obtained  in  winning  that  coal?— No,  it  would  get 
an  Income  Tax  on  the  profits,  and  on  no  more. 

3737.  The  other  case  is  the  one  which  you  more 
immediately  contemplate,  I think,  in  your  memoran- 
dum, where  coal  has  been  bought  outright  bv  the 
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colliery  company  and  there  I quite  understand  you 
do  contemplate  an  allowance? — Yes. 

3738.  I think  you  would  not  have  contemplated  an 
allowance  in  the  other  two  cases? — I think  so,  other- 
wise I should  be  very  illogical. 

3739.  I think  so  myself;  but  I am  not  quite  sure 
that  you  do  not  rather  add  to  your  difficulties  by 
saying  that  you  would  grant  the  allowance  in  the 
other  two  cases;  that  makes  it  a more  serious  matter. 

I think  it  would  seem  to  many  people,  as  it  does 
seem  to  me,  that  what  you  contemplate  is  granting 
an  allowance  which  has  the  effect,  not  of  preventing 
the  Inland  Revenue  from  charging  on  what  is  not 
profit,  but  of  preventing  them  from  charging  the 
Income  Tax  on  something  which  is  profit  and  that 
has  accrued  in  the  form  of  profit? — There  we  evi- 
dently differ  in  our  conception  of  profit. 

3740.  Just  so,  and  we  must  leave  it  at  that.  You 
do  not  recognize  really  any  distinction  between  that 
case  and  the  case  of  the  existing  allowance  for  the 
depreciation  of  plant?  If  you  pay  £100,000  for  plant 
and  machinery,  that  £100,000  really  does  not  go  as 
profit  to  anybody? — No,  provided  that  enough  depre- 
ciation is  allowed  to  be  deducted  in  computing  the 
profit. 

3741.  I am  looking  at  the  sum  which  goes  away 
when  you  buy  that  from  a manufacturer.  That 
£100,000  is  not  profit  to  the  manufacturer  in  the 
sense  that  £100,000  paid  for  minerals  to  the  land- 
owner  is  profit? — I can  see  no  distinction  myself, 
because  both  have  parted  with  material  wasting 
assets. 

3742.  What  you  are  paying  in  that  case  is  merely 
the  cost  of  producing  the  plant,  and  until  the  manu- 
facturer has  had  the  cost  of  producing  the  plant,  you 
may  well  say  he  has  not  made  a profit,  and  therefore 
the  allowance  of  diminution  by  way  of  wear  and  tear 
of  machinery  is  necessary?— I can  see  no  distinction 
in  principle,  because  there  is  capital  outlay  in  both 
cases  equally,  to  my  mind,  which  capital  outlay  is 
inevitably  expiring  in  earning  the  revenue  out  of 
which  the  profits  would  arise. 

3743.  You  admit  in  the  caSe  of  patent  rights  no 
allowance  should  be  made? — For  Income  Tax  pur- 
poses, yes,  because  patent  rights  represent  the  present 
value  of  profits  expected  to  arise  in  future  years ; and 
if  and  when  they  do  arise,  then  will  be  the  time  to  tax 
them. 

3744.  I suggest  that  that  is  the  case  in  mines  also, 
that  the  payment  you  make  when  you  are  buying 
minerals  outright  from  the  owner  of  the  land  is  really 
for  the  purchase  of  his  right  to  a future  profit?  But 
there  is  this  great  distinction,  that  in  the  one  case  you 
are  diminishing  the  material,  and  in  the  other  case 
there  is  nothing  of  the  kind. 

3745.  Certainly,  I agree  that  the  material  is 
removed  and  will  be  used  up  by  the  purchaser  in  pro- 
viding warmth  and  light,  and  so  on,  but  the  material 
cost  nothing  to  produce;  it  is  the  free  gift  of  nature. 
Whatever  you  sell  it  for  is  a clear  profit,  without  any 
deduction  for  cost  price  at  all?— But  inherently  it  is 
a material  asset,  and  it  has  exchangeable  value  which 
is  capital,  and  therefore  as  it  expires  in  profit  seeking 
you  must  allow  a deduction  equal  to  the  value  which 
expires. 

3746.  Sir  E.  Nott-Bower:  Thank  you.  I undesTtand 
your  point  of  view  now.  I do  not  want  to  pursue  the 
matter  further. 

3747.  Sir  W.  Trower : I should  like  you  to  assist  me 
to  understand  one  point,  and  that  is  the  difference,  or 
whether  there  is  any  difference,  in  principle  between 
the  purchase  of  a mine  in  a foreign  country,  so  far  as 
it  affects  Income  Tax,  and  the  purchase  of  a mine  in 
this  country.  We  had  Mr.  Gibbs’  evidence,  with 
which  I have  no  doubt  you  are  familiar,  before  us 
yesterday,  and  he  seemed  to  attribute  some  difference 
in  principle  between  the  purchase  of  a mine  abroad 
and  the  purchase  of  a mine  here? — I do  not  think 
there  is  any  difference  in  the  case  of  a mine,  or 
of  a nitrate  bed,  for  instance,  but  there  is  a difference 
in  the  case  of  what  we  call  a terminable  concession. 

3748.  That  is  what  I wanted  to  get. — That  is  the 
point  I think.  In  the  case  of  a mine,  or  of  a nitrate 
company,  one  is  dealing  with  material  wasting  assets 
which  exist  either  abroad  or  here,  and  \yhich  have 


exchangeable  value  as  they  lie,  which  exchangeable 
value  is  bound  to  expire  as  profit  is  sought  by  means 
of  digging  them  up  and  selling  them. 

3749.  Therefore,  they  are  the  same  in  both  cases? — 
Therefore,  they  are  exactly  the  same. 

3750.  Even  as  regards  the  terminable  concession? 
— Even  as  regards  the  terminable  concession  which  is 
in  this  country,  and  represents  the  estimated  present 
value  of  profits  which  are  expected  to  arise  in  future 
years. 

3751.  In  this  country? — Yes,  in  this  country,  and 

when  the  profits  do  arise  here  then  they  will  be 
taxed  to  British  Income  Tax;  but  in  the  case  of  a 
concession  abroad,  the  price  paid  is  the  present  value 
of  future  profits  paid  to  a foreigner,  and  further  the 
source  of  profit  is  open  to  the  bids  of  foreigners  in 
other  countries  as  well  as  of  British  bidders,  so  that 
an  English  company  or  bidder  for  that  source  of 
profit  would  be  at  a very  great  disadvantage  in  com- 
parison  with  persons  in  other  countries  where  per- 
haps there  is  not  such  a high  Income  Tax.  If  the 
British  bidder  knew  that  he  would  be  charged  British 
Income  Tax  on  the  whole  of  the  profits  as  they  arose 
in  later  years,  year  by  year,  out  of  that  concession 
in  the  foreign  country  for  which  he  had  paid  a large 
sum  of  money  in  advance  of  the  profits  arising 

3752.  Mr.  Kerlxj  : Have  I not  summed  it  up  for  you? 
I think  you  agreed  that  the  distinction  is  not  a dis- 
tinction which  is  strictly  relevant* to  Income  Tax? — 
It  is  a question  of  taxing  a person  here  on  profits 
received  by  a foreigner. 

3753.  For  identical  purposes  you  suggest  a prefer- 
ence to  British  traders  dealing  in  certain  classes  of 
foreign  investment? — Otherwise  they  would  be  at  an 
unfair  disadvantage. 

3754.  Sir  W.  Trower : As  far  as  Income  Tax  is  con- 
cerned there  is  no  difference  in  principle  between  the 
two? — No;  but  we  are  taxing  the  Britisher  on  profits 
in  the  hands  of  the  foreigner. 

3755.  Now  may  I ask  you  a question  with  regard 
to  terminable  annuities,  that  is  to  say  life  annuities. 
With  life  and  terminable  annuities  for  a period  the 
principle,  again,  is  the  same  as  wasting  capital? — Yes. 

3756.  But  is  there,  in  fact,  any  hardship  in  taxing 
an  annuitant  who  voluntarily  sinks  his  money  in  an 
annuity  as  a matter  of  fact? — I think  that  there  is, 
because  Income  Tax  is  a tax  on  income  or  profits,  and 
not  on  expenditure. 

3757.  He  has  done  it  with  his  eyes  open,  and  his 
property  is  diminished  to  that  extent  when  his  estate 
becomes  subject  to  Death  Duties.  It  seems  to  me  that 
there  is  the  greatest  possible  difference  in  practical 
hardship  between  the  man  who  embarks  on  a com- 
mercial undertaking,  and  sinks  his  capital  in  that, 
and  the  man  who  voluntarily  sinks  his  capital  in  an 
annuity  for  his  own  comfort? — I suggest  that  it  does 
not  even  follow  that  because  a man  chooses  that 
method  of  investing  his  capital,  or  some  of  his  capital, 
he  will  spend  it  all;  and  even  if  he  did  spend  it  all, 
I most  strongly  urge  that  in  assessing  an  Income 
Tax  we  shall  do  well  to  confine  the  assessment  to 
profits,  and  not  travel  outside  of  profits,  and  extend 
that  taxation  to  expenditure. 

3758.  The  question  of  principle  I understand;  it 
is  the  question  of  hardship? — I would  rather  not 
express  an  opinion  on  the  question  of  comparative 
hardship,  because  I am  so  anxious  to  get  the  Income 
Tax  rightly  assessed  on  profits. 

3759.  I take  it  that  in  allowing  a deduction  from 
profit  for  replacing  machinery — Example  (b),  as  given 
in  the  Inland  Revenue  Memorandum  sec  App., 
p.  681—1  will  read  it  to  you:  “A  machine  winch 
originally  cost  £1,000  is  worn  out  and  replaced  byone 
of  greater  power  or  size  or  capacity  costing  £2.500. 
The  amount  to  be  allowed  as  an  expense  is  in  this  case 
not  the  full  £2,500  but  only  the  cost  of  replacing  the 
old  machine  by  one  of  similar  power  or  capacity— sav, 
£1.500.”  If  I turn  to  your  paragraph  31,  I hnd 
that  you  would  allow  £1.000  in  that  case.  Yes. 

3760.  I put  it  to  you  that  the  Crown  there  is  more 
generous  than  you  as  an  expert  would  allow  it  to  he? 
—Yes.  That  raises  a most  interesting  and,  if  J pay 
say  so,  most  important  question  on  this  subject. 
There  is  a widespread  belief  that  allowance  for  depre- 
ciation is  in  respect  of  cost  of  renewals.  It  has 
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nothing  whatever  to  do  with  renewals.  The  question 
of  depreciation  is  absolutely  confined  to  how  the  out- 
lay which  has  been  incurred  on  the  purchase  of  a 
machine  is  to  be  spread  over  the  years  of  the  life  of 
that  machine. 

3761.  Mr.  Kerly:  That  is  so  obvious  that  I do  not 
think  you  need  labour  it.  The  only  reason  why  the 
two  things  are  mixed  up  together  is  because  it  is 
said,  naturally,  that  if  you  do  not  allow  a company 
something  in  respect  of  its  wasted  assets  it  will  not 
be  able  to  renew  them. 

3762.  Sir  IF.  Trower : Then  you  consider  that  the 
Crown  has  conceded  the  principle  that  you  are  con- 
tending for  of  restoring  out  of  profits  the  original 
capital  outlay  in  dealing  with  machinery,  and  so  on, 
and  conceded  it  in  all  other  cases? — I am  afraid  I 
think  very  much  the  other  way.  The  Crown  is  very 
reluctant  to  concede  the  allowance  of  sufficient  deduc- 
tion for  expired  capital  outlay  even  on  machinery. 

3763.  But  it  has  to  a certain  extent? — It  has  made 
concessions  to  some  considerable  extent,  yes. 

3764.  Mr.  Warren  Fisher : Arising  out  of  one  of  the 
instances  that  Sir  Edmund  Nott-Bower  gave  just  now, 
the  case  where  English  minerals  have  been  sold  out- 
right — this  type  of  case  has  been  touched  on,  I think, 
by  the  Chairman  before — would  you  say  that  the  pur- 
chaser, in  considering  the  amount  he  is  prepared  to 
pay  down  for  those  minerals,  takes  into  account  that 
he  lias  purchased  a source  of  profit  which  wall  be 
subject  to  Income  Tax? — I think  that  he  would  not 
directly  take  Income  Tax  into  account.  I do  not  know 
if  any  transactions  of  this  kind  have  taken  place 
since  Income  Tax  has  become  so  great,  but  in  the 
years  before  the  war  when  Income  Tax  was  not  much 
more  than  a shilling  I do  not  think  it  would  be  a 
recognized  factor  taken  into  account  at  all. 

3765.  You  think  that  if  the  tax  is  sufficiently  high 
a purchaser  will  take  that  into  account?— If  he  feels 
that  he  will  have  in  future  years  to  pay  tax  on  the 
capital  as  well  as  on  the  profit. 

3766.  Under  the  existing  law? — I should,  certainly; 

I do  not  know  whether  most  people  would. 

3767.  If  that  were  so  he  would  indirectly  to  the 
best  of  his  power  pass  on  that  part  of  the  tax  to  the 
vendor.  Would  that  be  correct? — Yes.  He  would  be 
charging  the  vendor  with  Income  Tax  on  his  capital. 

3768.  The  purchaser  would  relieve  himself  to  the 
best  of  his  ability  of  the  amount  of  tax  which  under 
the  existing  law  you  say  he  pays  on  the  capital  as 
distinct  from  the  correct  profit? — If  that  were  so,  if 
the  purchaser  deducted  the  amount  of  the  estimated 
tax,  that  would  be  the  effect,  I agree. 

3769.  In  the  case  of  the  Kent  coal  assumption  a 
man  who  buys  coal  under  his  land,  and  is  well  enough 
off  to  work  it  (I  grant  your  point  about  the  sinking 
of  the  shaft)  I am  not  quite  sure  that  I understand 
the  exact  importance,  vis-a-vis  taxation,  of  the  in- 
herently wasting  asset  point.  It  is  clear  in  the 
assumed  case,  is  it  not,  that  he  gets  profit  from  what 
you  may  call  a windfall,  or  an  income  from  the  wind- 
fall, which  has  cost  him  nothing? — Which  belonged  to 
him,  and  which  he  has  rendered  useable  by  his  energy 
and  enterprise. 

3770.  Quite,  but  most  of  us  are  taxed  on  income 
which  we  have  secured  by  our  energy.  You  suggest 
that  he  should  not  be  taxed,  as  I understand  it,  on 
the  balance  of  receipt  over  expenditure,  but  on  some- 
thing less  than  that? — Yes. 

3771.  You  say  that  some  allowance  should  be  made 
because  it  is  a wasting  capital? — Yes. 

3772.  It  is  true  I imagine  that  the  world  is  the 
poorer  by  the  exhaustion  of  that,  but  on  the  taxation 
point,  why  should  he  not  pay?  That  is  what  I want 
to  understand.  Why  should  not  he  pay  on  the  full 
income  he  derives  from  that  mineral? — Because  in 
getting  the  income  he  is  deteriorating  his  own  pro- 
perty. 

3773.  It  is  a set  off  against  the  damage  to  the 
surface? — To  the  property  undoubtedly,  that  is  my 
view. 

3774.  It  is  compensation? — Not  for  damage  to  the 
surface,  but  due  to  the  fact  that  as  he  gets  out  each 
ton  of  coal  the  property  as  a whole,  which  is  his, 
becomes  of  less  value. 

3775.  Yes ; it  is  true  that  there  are  fower  minerals 
by  the  exhaustion  of  that  particular  piece  of  mineral ; 


but,  as  regards  liis  receipts  from  it,  ex  hypotliesi  he  is 
spending  no  capital;  there  has  been  no  outlay  on  his 
part,  and.  what  I do  not  quite  understand  is  why  his 
receipts  less  his  expenditure  is  not  a proper  subject  for 
taxation? — I think  the  difference  between  us  is  that 
I regard  the  coal,  or  the  minerals,  under  his  property 
as  capital  having  exchangeable  value  which  is  expir- 
ing, therefore  the  balance  of  his  receipts  less  his 
expenditure  is  not  wholly  profit,  to  the  extent  of  an 
amount  which  represents  that  expired  value. 

3776.  But,  in  the  assumed  case,  in  his  hands  there 
has  been  no  capital  outlay,  and  he  therefore  gets  a 
receipt  only  diminished  by  the  expenditure  incurred 
in  working  the  coal.  That  is  right,  is  it  not? — Yes. 
by  the  cash  expenditure  incurred  in  working  the  coal, 
hut  there  is  another  kind  of  expenditure  in  the  form 
of  expired  capital  outlay.  I must  endeavour  to  make 
that  point  very  clearly. 

3777.  May  I put  this  point  to  you?  An  allowance 

in  that  case  would  mean  that  Income  Tax  would  have 
to  be  found  from  some  other  source.  To  the  extent 

to  which  an  allowance  in  the  case  of  our  Kent  coal 

man  is  granted  for  a capital  which  cost  him  nothing 
we  shall  have  to  find  revenue  presumably  to  make  up 
that  deficit,  shall  we  not? — To  the  extent  of  any 

Income  Tax  that  we  have  hitherto  been  wrongly 

collecting  on  capital,  and  which  might  be  discontinued 
because  it  was  wrongly  collected  on  capital  instead  of 
being  confined  to  income,  we  should  of  course  have  to 
make  up  any  difference  out  of  the  tax  on  true 
incomes. 

3778.  Have  you  in  view  the  equity  of  the  tax  or  is 
there  some  supreme  significance  in  the  notion  of  an 
inherent  wasting  asset?  Is  it  equity  vis-a-vis  taxa- 
tion that  you  have  in  mind,  or  an  economic  argument, 
founded,  not  on  equity  of  taxation,  but  something 
that  you  call  inhorently  wasting  assets? — T am  en- 
deavouring to  arrive  at  what  is  true  profit  or 
increase,  stripped  altogether  of  the  capital  element; 
that  is  all. 

3779.  You  are  not  having  regard  to  tli6  question  of 
equity  in  the  incidence  of  taxation? — No,  save  that  I 
feel  that  an  Income  Tax  should  be  assessed  on  profits 
only.  That  is  really  the  thing  that  I am  looking  at. 

3780.  As  a mere  technical  point  in  this  case  an 
allowance  for  capital  that  has  cost  nothing  to  the 
owner  of  the  mineral  would  mean  a shifting  of  the 
burden  of  taxation  on  to  somebody  else,  would  it  not? 
—I  cannot  agree  that  it  has  cost  nothing,  because 
his  capital  is  expiring.  There  are  two  classes  of  cost; 
one  which  you  have  to  pay  for  by  cash  expenditure 
now,  and  one  which  really  represents  the  using  up  of 
existing  capital.  I think  that  our  difference  really 
is  on  that  definition  of  expenditure.  To  my  mind, 
the  owner  of  the  coal  has  expended  something  more 
than  the  cost  that  he  has  paid  in  wages,  and  so  on. 
He  has  also  expended  that  part  of  his  capital  which 
has  expired  represented  by  the  coal  which  has  been 
raised  and  sold. 

3781.  Of  the  existence  of  which,  in  the  assumed 
case,  he  was  unaware  a few  years  ago? — Yes,  that  is 
quite  possible. 

3782.  I am  afraid  this  is  rather  an  elementary 
question  to  you,  but  supposing  you  have  a mineral 
which,  though  being  diminished  in  quantity,  has  a 
great  appreciation  in  value.  How  would  you  base 
your  allowance  in  a case  of  that  sort? — The  question 
of  rise  and  fall  in  market  value  of  severed  minerals 
should,  I think,  make  no  difference  at  all  to  the 
assessed  value  of  minerals  in  the  ground  for  the  pur- 
pose of  computing  annual  profits. 

3783.  That  would  be  fixed  once  and  for  all? — Once 
and  for  all,  at  so  much  a ton,  or  other  unit,  raised 
to  the  surface,  according  to  quality  and  location. 

3784.  Notwithstanding  that  the  extent  of  the  par- 
ticular mineral  field  is  unknown,  or  the  possibility 
that  though  diminishing  in  quantity  it  may  appre- 
ciate in  value?— I think  so,  but  perhaps  subject  to 
subsequent  appeal  on  either  side.  A point'  which 
strikes  me  is  that  the  amount  per  ton,  or  whatever 
it  is,  is  a trifling  amount  compared  with  the  value 
when  the  mineral  is  brought  to  market;  as  a rule  in 
almost  all  cases  it  is  very  small. 

3785.  Leaving  that  abstruse  subject,  may  I ask  you 

n question  about  wage-earners— the  final'  paragraph 
of  your  proof?  ® 
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3786.  Mr.  Kerly : That  is  taxation  at  source  as  it 
arises? 

3787.  Mr,  Warren  Fisher:  Yes.  I gather  that  you 
suggest  that  a flat  rate,  but  worked  with  reference 
to  some  sort  of  table,  should  be  the  proper  method  of 
taxing  the  wage-earner? — Yes. 

3788.  Your  reference  to  a table  seems  to  suggest 
that  you  have  in  mind  to  give  the  allowances  that  the 
other  taxpayers  get  for  wife,  for  children,  or  for 
abatement.  You  would  allow  all  that? — Yes. 

3789.  You  would  work  it  by  a table? — Yes. 

3790.  Could  you  work  it  by  a table  in  such  a way 
that  the  employer  could  not  quite  easily  construct  the 
total  income  of  the  employee? — I think  that  the  em- 
ployer would  need  information  as  to  the  position  of 
eaeh  employee. 

3791.  That  is  as  to  his  financial  position? — Yes. 

3792.  Then  confidentiality  goes  as  regards  the  wage- 
earner? — I think  it  has  gone  already. 

3793.  Is  that  so?— At  any  rate,  with  regard  to 
those  who  pay  Income  Tax  it  has ; perhaps  not  with 
regard  to  those  who  do  not. 

3794.  As  regards  wage-earners? — As  regards  wage- 
earners,  perhaps  not.  My  view  was  rather  thi6.  The 
payers  of  Income  Tax  have  to  disclose  their  whole 
position. 

3795.  To  the  Income  Tax  officials?— Yes,  that  is  so. 

3796.  Who  are  bound  to  secrecy? — Yes. 

3797.  Do  you  think  that  any  scheme  that  would 
take  into  account  the  proper  allowances  could  be 
worked  without  the  employer  knowing  the  financial 
position  of  the  employee? — No,  I think  it  would  be 
necessary  that  he  should,  unless  he  deducted  tax  at 
the  full  rate  and  left  any  adjustment  to  be  made  by 
means  of  a claim  for  repayment. 

3798.  And  that  would  differentiate  the  working 
classes  from  the  other  Income  Tax  paying  classes  in 
regard  to  the  privacy  of  their  affairs,  would  it  not? — 
They  would  have  to  disclose  to  their  employer  their 
position,  or  secure  any  abatement  by  claiming  repay- 
ment. 

3799.  They  would  have  to? — Yes. 

3800.  Mr.  May : I was  not  going  to  ask  anything; 
but  following  Mr.  Warren  Fisher  I would  like  to  ask 
whether  you  think  that  is  a practical  proposal? — I 
regard  it  as  so  essential  to  the  future  of  the  Income 
Tax  that,  though  there  is  that  objection,  I think  that, 
rightly  understood  by  the  nation,  if  it  was  explained 
to  them,  individuals  should  not  object. 

3801.  Mr.  Walker  Clark:  Following  the  lasrt  ques- 
tion, in  the  case  of  taxation  at  source  of  a weekly 
wage-earner  deducted  by  the  employer:  who  is  to 
pay  the  expenses  of  that  deduction?  Some  firms,  for 
example  for  National  Insurance,  require  three  clerks 
to  do  the  work.  They  would  have  to  have  another 
clerk  added  at  least? — That  is  an  objection,  but  I 
think  that  that  objection  is  very  small  compared  with 
what  is  to  my  mind  the  absolute  necessity  of  some- 
thing of  this  kind. 

3802.  Have  you  ever  heard  of  any  association  of 
employers  who  looked  favourably  upon  this  matter; 
have  you  knowledge  of  any  large  number  of  indivi- 
dual employers  either? — I dare  say  they  would  not. 

3803.  Therefore  this  would  be  more  or  less  forced 
upon  unwilling  persons,  to  do  what  is  admitted  by 
you  to  be  an  absolutely  changed  method — that  is  to 
say,  the  secrecy? — Yes. 

3804.  Do  you  not  think  that  would  very  seriously 
militate  against  the  whole  collection  of  the  tax, 
which  is  extremely  unpopular  with  working  people 
at  present? — Largely  unpopular,  I think,  because 
they  are  called  upon  to  pay  it  quarterly  when  they 
have  not  got  the  money.  I agree  it  is  unpopular  with 
everyone,  of  course,  but  it  is  a.  necessary  burden.' 

3805.  I was  rather  thinking  of  evidence  which  was 
given  to  us  yesterday,  with  which  you  are  not 
acquainted.  I take  it  that  your  chief  point  is  that 
vvsation  ought  to  be  solely  on  the  profit ; that  a great 
part  of  these  wasting  assets  which  you  have  described, 
which  are  brought  into  receipts  and  expenditure 
account,  are  not  profit,  but  they  are  part  of  repaid 
capital? — They  are  part  of  the  expense  of  earning 
profit. 


3806.  In  the  definition  in  clause  23  of  your  state- 
ment you  include  buildings,  plant,  machinery,  fix- 
tures and  furniture  of  manufacturers? — Yes. 

3807.  Solely  manufacturers;  not  distributors? — 
Every  profit  seeker. 

3808.  You  limit  it  there  to  manufacturers? — No. 
The  words  are  “ industrial  plant,  comprising  all 
perishable  material  property  other  than  that  primarily 
intended  for  re-sale.” 

3809.  Then  you  would  include  the  fixtures  in  a shop, 
and  the  plate-glass  front,  and  unexpired  period  of 
leases? — No,  not  unexpired  period  of  leases,  because 
they  are  not  inherently  wasting  assets. 

3810.  They  might  be? — No. 

3811.  Where  you  put  the  capital  sum  down? — But 
the  cost  of  a lease  is  in  respect  of  expected  future 
annual  value  to  arise.  I evidently  have  not  been  able 
to  make  this  matter  clear.  That  is  just  the  very 
distinction  that  I wanted  to  make  clear;  the  dis- 
tinction between  the  two  classes  of  wasting  assets. 

3812.  I am  rather  driving  at  the  point  of  the  shop 
front  and  fixtures? — Yes;  that  is  plant. 

3813.  You  know  there  is  a great  difference  of  • 
opinion  between  the  Surveyor  and  the  taxpayer  on 
this  point  at  present  as  to  what  ought  to  be  the 
ratio  or  the  method  of  allowing  depreciation? — Yes, 
there  will  be  differences  of  opinion,  I quite  admit. 

3814.  What  is  your  view  as  to  what  is  the  right 
method? — My  view  is  that  one  should  take  each  class 
of  plant,  say  counters  in  a shop,  furniture  in  the 
shop  and  so  on,  and  estimate  the  useful  life  which 
they  will  have  in  profit  seeking;  then  deduct  a part 
of  the  cost  each  year  equal  to  the  proportion  which 
that  year  bears  to  the  total  life. 

3815.  Who  is  to  do  that?  Who  is  to  agree  upon 
a figure? — That  is  a thing  that  persons  who  compute 
their  annual  profits  must  consider  for  themselves. 

3816.  You  would  suggest  that  the  figure  should  be 
determined  by  the  taxpayer? — Ytes.  The  figure  should 
be  determined  by  the  taxpayer ; but  of  course  he 
would  have  to  show  that  it  was  a reasonable  figure. 

3817.  To  whom? — To  the  Surveyor  of  Taxes. 

381S.  With  a right  of  appeal  to  the  Commissioners 
by  either  party? — Y'es;  that  is  a very  simple  matter. 

3819.  Unfortunately  I am  a Commissioner,  and  I 
assure  you  that  nine-tenths  of  the  cases  which  come 
before  us,  apart  from  licensing,  are  on  this  very 
question,  and  it  is  by  no  means  simple;  it  is  extremely 
complicated?— That’  is  generally  because  the  com- 
mercial practice  is  still  very  undeveloped.  I agree 
that  it  is  so.  They  put  all  kinds  of  extraordinary 
claims  in  sometimes. 

3820.  Then  take  the  question  of  machinery.  There 
is  a very  wide  difference  between  the  same  machine 
with  different  users? — Y'es. 

3821.  The  life  of  the  same  machine  in  two  different 
shops  may  vary,  whether  the  machine  is  quick  running 
or  slow  running,  doing  heavy  work  or  light  work?— 
Yes;  all  that  should  be  dealt  with  by  the  engineer’s 
estimate  of  the  life  of  the  machine,  having  regard  to 
the  conditions  under  which  it  is  worked. 

3822.  But  the  conditions  change  with  every  order 
which  comes  to  the  factory?— The  average  conditions 
under  which  it  is  worked.  He  would  know  most  about 


it. 

3823.  I assure  you  he  would  not ; however,  that  is  a 

detail.  . 

3824.  Mr.  A nnitag  e-Smith:  If  Government  compels 
employers, of  labour  to  act  as  tax  gatherers  by  making 
periodical  deductions  from  wages,  is  there  any  objec- 
tion in  principle  to  the  Government  paying  the  em- 
ployer for  his  services?— I can  see  no  objection,  but 
they  do  not  pay  them  for  their  services  in  the  case  of 
the  Insurance  Act,  and  employers  have  with  some 
grumbling  assented  to  that  and  are  working  that,  and 
I think  they  would  do  it  in  this  case. 

3825.  You  think  that  employers  would  perform 
this  duty,  perhaps  unwillingly  and  under  protest, 
but  still-  they  would  perform  it?— Yes,  I think  so, 
judging  from  the  Insurance  Act. 

3826.  With  regard  to  the  man  who  suddenly  dis- 
covers a valuable  coal  deposit  under  his  land,  is  there 
any  difference  of  principle  between  his  case  and  that 
of  a man  who  suddenly  inherits  an  unforeseen  legacy 
of  £100.000  of  Consols?- Yes,  I think  a very  great 


M 3 


278S0 


180 


ItOYAL  COMMISSION  ON  THE  INCOME  TAX. 


5 June , 1919.' 


Mr.  P.  D.  Leake. 


[ Continued . 


difference,  because  the  coal  under  a man’s  land  is  liis 
property ; he  may  have,  and  probably  lias,  many 
things  that  he  has  never  seen  and  never  knew ; but  it 
is  his  property  and  it  has  been  his  property.  That 
is  a question  of  principle,  to  my  mind.  It  has  an 
exchangeable  value,  and  it  is  his  property. 

3827.  Having  become  possessed  of  this  coal  or 
having  inherited  this  money  I imagine  your  argument 
is,  is  it  not,  that  it  should  be  taxed  on  his  income 
from  it  and  not  on  capital?— That  is  so. 

3828.  So  that  so  far  as  taxation  goes  there  is  no 
difference  of  principle?— In  both  cases  1 think  he 
should  be  taxed  on  the  true  income  arising  from  that 
property. 

3829.  In  fact,  the  origin  of  the  property  is  im- 
material ? — I think  so,  quite. 

3830.  Professor  Pigou : I would  like  to  ask  you  one 
or  two  questions  about  the  general  principles  under- 
lying what  you  have  said.  I take  it  that  what  you 
are  aiming  at  is  to  make  the  Income  Tax  a logical 
coherent  whole  by  eliminating  all  capital  charges?— 

- That  is  so. 

3831.  There  is  no  quarrel  at  all  with  the  suggestion 
that  that  part  of  inherently  wasting  assets  which  con- 
sists of  plant  should  be  left  out?— I think  that  is 
admitted  under  the  present  practice. 

3832.  The  difficulty  arises  as  regards  such  things  as 
minerals  ? — Yes. 

3833.  I would  like  to  get  it  clear  with  regard  to 
that.  I take  it  that  to  work  out  your  plan  logically 
what  you  would  have  to  do  would  be  this:  these 
minerals  have  a certain  present  value? — Yes. 

3834.  We  will  suppose  that  a mine  will  last  40 

years.  It  has  a certain  present  value.  We  will 
assume  for  simplicity  that  it  is  paying  a royalty. 
You  would  subtract  from  this  royalty  one-fortieth  of 
the  present  value  of  the  original  capital,  every  year. 
Is  that  so?— That  would  be  provided  we  were  getting 
out  one-fortieth  of  the  contents  every  year:  yes  I 
follow.  ’ 


3835.  Mr.  Kerly.  Provided  you  thought  you  were? 

Yes,  provided  we  thought  we  were. 

3836.  Professor  Pigou : Of  course  I must  assume 
that? — Yes. 

3837.  Mr.  Kerly.  Is  not  that  the  very  root  of  the 
whole  difficulty? 

3838.  Professor  Pigou:  It  is  not  the  root  of  my 
difficulty;  I am  on  a question  of  principle? — Yes 

3839.  My  difficulty  is  this:  At  what  point  are  you 
going  to  stop  ? Before  you  discover  that  there  is  any 
mineral  there  at  all  the  present  value  will  be  nought 
Next  year  you  discover  it  is  there,  and  the  present 
value  may  be  £100,000? — Yes. 

3840.  Which  of  those  two  years  are  you  going  to 
choose  for  your  basis?— One  must  fix  one’s  value  when 
one  knows  of  the  existence  of  the  capital  or  the  coal 
and  not  before.  One  cannot,  of  course,  until  one 
knows  of  it.  It  is  there  but  it  is  undiscovered. 

3841.  Then  the  first  year  that  one  discovers  it  one 
will  assess  a capital  value  for  it  and  proceed  to  sul). 
tract  one-fortieth  ever  afterwards  ? — Provided  that 
you  begin  at  once  to  secure  one-fortieth  of  the  con- 
tents each  year  over  the  next  40  years. 

3842.  Supposing  that  your  mine  is  one  of  such  a 
sort  that  you  know  it  will  be  completely  exhausted  in 
two  years,  then  your  allowance  would  be  very  nearly 
the  whole  of  the  royalty-  you  would  ready  let  the 
thing  off  Income  Tax  altogether  ?— I do  not  know 
what  the  royalties  would  amount  to.  I do  not  quite 
follow  that. 

3843.  Supposing  a mine  is  known  to  have  a life  of 
two  years,  then  the  present  value  of  that  mine  will 
be  practically  the  sum  of  its  two  years  yields  ■ I do 

exa,ctly'  but  nearly.  The  present  value  of 

tlOOOO?— Yes  °f  tW°  yearS  WiiI  be  a little  less  ihan 

3844.  So  that  mine  would  probably  have  to  pay  no 
income  Tax  at  all,  or  very  little  f— I have  not  gone 
very  much  into  the  question,  but  I think  that  the 
royalties  would  not  be  wholly  regarded  as  capital,  but 
r.hat  part  of  them  would  be  regarded  as  profit  passing 
to  the  owner  of  the  land  incidental  to  the  mineral! 
Having  been  raised  and  marketed. 


3845.  But  on  the  logic  of  your  plan,  surely,  what 
you  would  tax  would  be  the  difference  between  the 
royalty  and  the  estimated  value,  divided  by  the  num- 
ber of  years? — Provided  always  that  we  got  an  equal 
annual  output. 

3846.  Yes,  of  course?— Yes,  but  that  all  depends  on 
what  you  assess  the  value  of  the  mine  at. 

3847.  I only  say  it  has  got  a value;  what  it  is, 
whether  it  is  a microscopic  value  or  whether  it  is  a 
considerable  value,  I do  not  know  at  all.  If  you  know 
that  it  is  going  to  yield  £5,000  a year  for  two  years, 
and  that  its  rate  of  interest  is  5 per  cent.,  it  is  a 
matter  of  arithmetic  to  find  what  its  capital  value  is? 
—I  should  regard  part  of  this  £5,000  each  year  as 
profit  arising  to  the  owner  of  the  land.  I should 
allot  the  rest  of  these  two  payments  of  £5,000  each 
as  representing  the  expired  capital  outlay  owing  to 
the  fact  that  his  land  had  become  impoverished  by 
the  removal  of  those  valuable  minerals. 

3848.  I do  not  see  that  that  is  really  different  from 
the  way  I put  it?— It  may  be  so. 

3849.  The  point  that  I am  getting  at  is  this:  This 
man  will  obviously  have  a very  large  windfall?— Yes; 
the  amount  is  not  very  material,  to  my  mind. 

3850.  On  your  plan  you  practically  let  him  off. 

What  I want  to  test  is  this:  Is  it  that  you  would 
simply  let  him  off  Income  Tax  in  order  to  make 
Income  Tax  logical,  and  tax  him,  say,  on  the  royalty 
duty;  or  are  you  concerned  not  to  tax  him  at  all? 
You  want  the  Income  Tax  to  be  logical? Yes. 

3851.  A lot  of  these  difficulties  would  be  met,  from 
your  point  of  view,  if  you  keep  this  thing  and  call  it 
lL-ome  Tax,  and  then  propose  other  taxes? — Yres.  If 
you  want  the  value  of  the  coal  you  can  take  it,  but 
not  in  the  form  of  Income  Tax;  that  is  what  I am 
putting. 

3852.  Your  point  is  not  that  you  object  so  much  to 
tins  person  being  taxed,  but  you  object  to  his  being 
taxed  in  the  form  of  Income  Tax?— Yes;  as  a matter 
of  fact,  I should  object  very  much  to  his  being  taxed 
in  the  way  of  taking  his  capital;  but  that  is  outside 
this  question. 

3853.  With  regard  to  machinery:  In  the  case  of  a 
machine  which  originally  cost  £1,000  and  can  only 
be  replaced  by  one  costing  £1,500,  you  said  you  would 
allow  £1,000? — Yes. 

3854.  And,  further,  the  Chairman  suggested  it  was 

so  obvious  that  it  was  not  worth  pressing? Yes. 

3855.  I want  to  ask  you  whether  it  is  really  so 
obvious?  Because,  after  all,  the  thing  that  was  in- 
vested in  the  original  machine  was  not  money  but  so 
much  labour  and  so  much  other  effort;  and  does  not 
your  method  of  allowing  only  the  £1,000  overstress 
the  money  value?  Might  not  a good  deal  be  said  for 
go^g  behind  money  value?— I think  not;  because  the 
£1,000  is,  after  all,  the  cost  of  that  machine  in  labour 
and  material. 

3856.  In  money? — Or  in  money,  whichever  you  like 
to  say.  It  is  the  measure  in  money  of  what  the 
machine  cost,  iii  labour  and  material,  to  build;  and 
in  the  course  of  profit-seeking  over  the  life  of  that 
machine  we  must  recover  the  cost  of  that  machine  and 
no  more,  out  of  the  revenue  of  the  years  of  its  life. 

3857.  But  if  all  prices  are  deferred?— It  does  not 
altect  the  question. 

3858.  It  does  not  affect  the  amount  of  money,  but 
it  would  affect  the  amount  of  labour?— I do  not  quite 
follow.  One  must  remember  this,  I think : that  in 
computing  the  profits  of  industry  or  any  undertaking 
one  must  regard  the  position  from  a “ going-concern  " 
point  of  view,  which  assumes  that  one  is  using  up  this 
machine,  going  to  destroy  it  and  use  it  up,  in  profit 
seeking,  and  it  is  not  on  the  market  for  sale.  It  is  not 
like  stock-in-trade  which  is  for  sale  in  the  hands  of  an 
undertaking,  where,  if  the  price  goes  up,  it  may  affect 
the  profits  earned.  But  plant  and  machinery  are  not 
or  sale;  therefore  I suggest  that  the  varying  market 

price  has  no  effect  at  all  on  the  method  of  computing 
profits  and  deducting  allowance  for  expired  capital 
outlay  on  that  machine. 

* 3??9‘  qUite  See  that’  but  {t  does  exPose  you 

to  the  difficulty  that  what  you  actually  do  to  these 
businesses  will  be  affected  by  what  currency  policy, 
for  instance,  the  Government  chooses  to  adopt  The 
real  allowance  will  be  different,  if  the  Government 
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chooses  to  issue  a lot  of  currency  notes,  from  what  it 
will  be  if  it  does  not? — I do  not  think  so.  If  we  are 
considering  the  question  of  new  machinery  and  what 
it  will  cost  when  we  want  it,  then  we  shall  have  from 
that  point  to  enlarge  our  claim  for  deduction  each 
vear  for  expired  capital  outlay  on  that  machine, 
because  the  machine  has  cost  more  in  consequence  of 
currency  policy,  or  something  of  that  sort.  But  it  has 
no  concern  whatever  with  regard  to  the  cost  of  a 
machine  which  has  previously  been  purchased.  It  is 
only  a question  of  distributing  that  cost  correctly  over 
the  years  of  its  useful  life. 

3860.  Of  course  I see  the  thing  from  a practical 
point  of  view.  Your  argument  is  not  merely  that  it 
is  practically  convenient  to  do  this,  but  your  argument 
is  that  it  is  a matter  of  principle? — Yes,  it  is  a matter 
of  principle. 

3861.  I shall  accept  it  from  the  practical  point  of 
view,  but  not  from  the  point  of  view  of  principle. — 
That  is  an  undoubted  principle  in  computing  annual 
profits.  I have  no  doubt  whatever  about  that. 

3862.  Mr.  Armitag e-Smith : You  use  the  word 

“ profit  ” as  synonymous  with  “ income,”  do  you 
not? — Yes,  that  is  so;  “ profit,  increase,  or  other  ad- 
vantage ” is  the  definition  that  I have  in  mind.  It 
is  a complex  subject. 

3863.  That  would  cover  remuneration  for  labour  in 
the  form  of  salary,  or  interest  on  outlay?— Yes. 

3864.  Mr.  McLintock  : Are  we  to  take  it  that  the 
suggestions  put  forward  in  your  evidence  are  with  a 
view  of  their  adoption  as  a better  method  of  applying 
depreciation  than  what  presently  exists,  for  Income 
Tax  purposes? — Yes. 

3865.  Is  it  your  view  that  the  present  allowances 
which  are  now  given  for  depreciation  are  inadequate  ? 
— I think  that,  speaking  generally,  they  are  in- 
adequate. 

3866.  And  unscientific? — And  unscientific. 

3867.  Do  you  suggest  that  it  is  possible  in  ordinary 
working  everyday  practice  ever  to  arrive  at  a 
scientific  method  like  yours? — Yes. 

3868.  Then  let  us  take  the  case  of  industrial  plant 
Do  you  suggest  that  when  that  plant  is  first  installed 
its  life  can  be  determined? — Yes;  a fair  estimate  can 
be  made  by  the  engineers  and  others  having  most 
knowledge  of  the  plant  and  of  the  conditions  under 
which  it  will  be  worked. 

3869.  Then  is  there  to  be  an  appeal  body  consisting 
*of  engineers  to  consider  their  view? — No.  My  view 

is  that  one  gets  a body  of  evidence  from  hundreds  of 
cases  which  gives  one  a fair  measure  by  which  one  can 
judge  whether  or  not  the  claims  made  are  reasonable. 

3870.  A sort  of  average  rate,  you  say,  would  be 
arrived  at  from  the  census? — I (think  so. 

3871.  You  are  aware,  of  course,  that  all  users  of 
plant  are  allowed  the  whole  cost  of  upkeep  at  present  ? 
— Repairs,  that  is  so. 

3872.  Repairs  and  upkeep? — Yes,  repairs. 

3873.  And  that  the  method  of  upkeep  to  a very  great 
extent  determines  (the  life  of  the  plant ; apart  from  its 
use  ? — Yes. 

3874.  Do  you  not  agree  that  this  is  bound  to  be 
a rough  and  ready  calculation,  in  view  of  that?- — The 
estimate  of  the  life  in  each  shop  or  factory  would  have 
regard  to  the  way  in  which  the  plant  was  treated. 

3875.  But  you  have  factories  where  you  will  have 
ten  varieties  of  plant  all  put  to  different  uses? — Yes. 

3876.  And  after  all  we  are  considering  a practical 
every-day  problem  in  an  allowance  for  wear  and  tear? 
— Yes. 

3877.  Do  you  seriously  suggest  that  this  scientific 
method  can  be  applied  and  any  tax  will  ever  be  col- 
lected at  all? — I certadnly  think  that  it  is  capable  of 
employment  with  great  ease;  not  only  if  there  are 
ten  or  a dozen  different  classes  of  plant,  but  where 
there  are  scores  of  different  classes  of  plant. 

3878.  Have  you  any  manufacturing  clients  of  your 
own? — Yes,  I know  factories  pretty  well. 

3879.  And  do  you  find  that  you  can  readily  get  this 
system  adopted  by  them  for  tJieir  ordinary  every-day 
book-keeping  purposes? — Many  manufacturers  now 
have  installed  in  their  factories  most  excellent  systems 
for  calculating  costs. 


3880.  I am  not  on  a question  of  calculating  costs. 
That,  I agree,  is  capable  of  exact  ascertainment.  I 
am  speaking  wholly  of  the  question  of  wear  and  tear 
of  plant? — But  that  is  part  of  costs. 

3881.  lit  is  one  part  of  costs  which  is  more  or  less 
a speculative  one.  That  is  to  say,  you  know  the  cost 
of  material,  you  know  the  cost  of  labour,  and  when 
you  come  to  your  last  item  of  cost,  wear  and  tear, 

1 suggest  to  you  that  it  is  not  done  in  every-day 
practice  on  a scientific  method;  it  is  a rough  and 
ready  method  ? — I have  admitted  that  in  my  view  the 
subject  is  still  most  unfortunately  neglected;  but  I 
think  that  if  allowance  was  granted  for  expired 
capital  outlay  on  plant,  taking  a wide  definition,  it 
would  encourage  more  attention  being  given  to  this 
very  important  part  of  cost  in  computing  profits. 
If  a claim  was  made  for  a certain  deduction  and  in 
the  view  of  the  Commissioners  there  was  not  sufficient 
evidence  to  support  it,  it  would  be  simply  disallowed. 
But  it  would  be  quite  easy ; and  in  view  of  the  great 
importance  nowadays  to  profit  seekers  of  being  taxed 
on  no  more  than  their  profits  it  has  become  such  an 
important  thing  that  they  would  very  soon  lay  down  a 
propel-  policy  on  the  lines  which  I have  suggested, 
which  are  quite  simple,  and  would  be  able  to  say  in 
a reasoned  way  exactly  how  they  do  arrive  at  their 
claim  for  deduction.  I would  not  admit  mere  guesses 
at  all. 

3882.  Do  you  know  of  any  factory  where  these  quite 
simple  methods  prevail  to-day? — Yes,  I do. 

3883.  Do  you  know  many  of  them? — Yes,  the  prac- 
tice of  paying  attention  to  these  matters  is  very 
considerably  increasing. 

3884.  1 agree,  paying  attention  to  arriving  at  a 
fair  rate  of  depreciation;  but  I suggest  what  you  tell 
me  are  quite  simple  methods  are  not  in  operation  and 
are  never  likely  to  be? — I wish  they  were  in  more 
common  operation,  but  I think  they  are  likely  to  be, 
and  I hope  before  many  years  are  past. 

3885.  You  are  aware  that  a manufacturer  has  an 
alternative  to  getting  wear  and  tear  annually? — Yes. 

3886.  Namely,  he  has  the  right  of  replacement  when 
a piece  of  plant  is  worn  out? — Yes.  That  is  a very 
unsatisfactory  alternative. 

3887.  But  he  gets  the  full  allowance,  at  any  rate; 
he  gets  the  whole  cost  of  the  machine? — By  a method 
which  operates  to  distort  the  true  profits  of  each  year. 

3888.  You  say  in  paragraph  53:  “It  will  be  found 
that  this  only  means  the  provision,  out  of  revenue 
receipts,  of  a fairly  regular  annual  sum,  amounting 
over  a series  of  years  to  no  more  than  is  now  taken 
out  of  the  revenue  receipts  of  any  soundly  managed 
undertaking,  at  irregular  intervals,  to  pay  for 
renewals  of  industrial  plant  at  or  about  the  time  the 
cost  of  these  is  actually  incurred.”? — Yes,  I think 
that  is  often  the  practice  to-day. 

3889.  That  the  annual  amount  is  taken  out  at  irre- 
gular intervals? — At  irregular  intervals  to  pay  for 
renewals  at  or  about  the  time  they  are  incurred.  I 
thought  that  was  what  you  said  just  now  was  the 
alternative  method  allowed  by  the  Revenue  autho- 
rities. 

3890.  No,  there  are  two  methods.  One  is  an  annual 
allowance,  not  at  irregular  but  at  regular  intervals? 
— Every  year. 

3891.  And  the  alternative  is  that  when  the  machine 
is  worn  out  you  will  be  allowed  to  charge  the  full  cost 
of  its  replacement  to  revenue? — That  is  what  I 
mean ; to  pay  for  renewals  of  industrial  plant  at  or 
about  the  time  when  the  cost  of  these  is  actually 
incurred. 

3892.  With  regard  to  the  question  of  the  nitrate 

field,  is  your  idea  to  arrive  at  the  total  contents  of 
that  field  at  the  time  of  purchase  and  apply  the 
purchase  price  as  so  much  a ton  in  respect  of  these 
contents?  Take,  for  example,  a field  containing  a 
million  tons? — Quintals,  I think  the  nitrate  unit  is 
called.  , 

3893.  We  will  take  tons.  I am  more  familiar  with 
tons  than  the  other.  Take  a field  containing  one 
million  tons  and  you  pay  £100,000  for  the  right  to 
work  it;  that  is  practically  2s.  a ton? — Yes. 

3894.  How  do  you  suggest  the  annual  accounting 
should  be  done?  Would  it  be  that  for  every  ton 
used  a charge  would  be  put  through  the  accounts  of 
2s.  a ton?' — Yes,  the  cost. 
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389o.  Aud  of  course  if  there  is  a greater  quautity 
than  estimated,  then  in  the  later  period  there  will  be 
no  charge  at  all?— That  is  so,  but  as  soon  as  I was 
aware  of  the  greater  quantity  I should  revise  my 
charge  ; 1 should  charge  less  per  ton  because  I should 

llaVeo5^“d  that  1 had  got  more  ^au  a million  tons 
tor  £100,000. 

3896.  But  meanwhile  we  are  setting  out  to  arrive  at 
an  allowance  for  a field  which,  we  will  say,  has  a 20 
years  life.  You  do  not  propose  to  change  this  annual 
charge  of  2s.  do  you?— I should  change  this  annual 
charge  it  I suddenly  found,  after  two  years,  that  1 
Rad  got  two  million  tons  instead  of  one  million  tons, 
llie  great  thing  is  to  endeavour  to  arrive  at  facts  as 
Jar  as  we  can.  I think  that  traders  and  manufac- 
turers do  not  set  themselves,  except  in  very  rare  cases, 
to  manipulate  their  accounts  with  a view  to  avoiding 
Income  Tax  I am  out  all  the  time  for  getting  the 
tacts  as  nearly  as  we  can. 

3897.  I suggest  the  type  of  fact  that  you  wish  to 
be  ascertained  is  incapable  of  ascertainment  in 
ordinary  business,  and,  after  all,  is  not  that  what  we 
are  here  to  consider? — Yes,  but  I do  not  agree  with 
you. 

3893.  Taking  the  case  of  a colliery  where  the  coal 
is  worked  under  a lease  on  payment  of  a royalty,  the 
allowance  to  the  colliery  owner  is  in  respect  of  his 
sinking  and  in  respect  of  his  general  equipment. 
At  present  he  receives  his  depreciation  allowance  on 
his  equipment  and  he  gets  nothing  upon  the  sinking? 
— Ihat  is  so. 

3899.  Then  you  have  the  case  of  another  colliery, 
where  the  owner  w ho  works  it  also  owns  the  minerals v 
— Yes. 

3900.  You  suggest  that  he  should  have  an  allowance 
lor  the  exhaustion  of  his  minerals  and  his  sinking 
and  some  more  scientific  allowance  for  the  annual 
depreciation  on  his  plant  or  equipment? — Certainly. 

3901.  How  do  you  propose  to  deal  with  the  royalty 
owner  who  merely  leases  the  minerals?— I should 
allocate  a certain  part  of  his  receipts  as  profits,  and 
I should  consider  the  balance  of  his  receipts  as  expired 
capital  outlay  to  make  good  the  fall  in  the  value  of 
his  estate. 

3902.  Do  you  suggest  that  is  a simple  proposition? 
—There  again  we  should  get  to  general  lines  which 
would  keep  one  quite  within  reasonable  figures;  a 
base  value  of  so  much  a ton  raised  to  the  surface. 

3903.  You  put  that  forward  as  a practical  pro- 
position from  the  point  of  view  of  raising  the  revenue 
of  the  country? — Certainly. 

3904.  Take  the  case  of  ships.  At  present  they  are 

allowed  depreciation  on  the  prime  cost? Yes. 

3905.  Do  you  advocate  that  principle  being  applied 
all  round? — Certainly.  That  is  the  right  principle. 

3906.  You  would  apply  it  to  a colliery  ?— What  part 
of  a colliery? 

3907.  We  will  assume  a leased  colliery  ?— But  do  you 
mean  the  plant? 

3908.  The  plant  and  the  cost  of  sinking? I would 

apply  it  to  the  cost  of  the  industrial  plant  belonging 
to  a colliery. 

3909.  The  cost  of  sinking  and  equipment  as  well? 

No,  that  should  be  allowed  as  a deduction  according 
to  the  estimated  contents  obtained  each  year. 

3910.  I suggest  you  should  take  the  life  of  the 
colliery,  not  the  contents? — But  you  can  only  tell  the 
life  by  having  regard  to  the  proportion  of ‘the  total 
contents  to  which  you  get  access  each  year. 

3911.  You  settle  that  at  the  beginning,  do  you  not? 
That  should  be  estimated  on  the  best  information 

obtainable  at  the  beginning. 

3912.  In  the  case  of  a ship  you  can  follow  its  prime 
cost  in  the  hands  of  every  owner? — Yes. 

3913.  In  the  case  of  a colliery  you  settle  at  the 
beginning  when  the  colliery  is  opened,  the  annual 
allowance ; suppose  that  colliery  changes  hands  at  the 
end  of  ten  years  at  a very  substantial  profit,  what 
do  you  suggest  the  buyer  is  to  get  in  the  way  of  an 
annual  allowance,  having  already  fixed  it  ten  years 
earlier  for  the  original  owner  who  opened  the  colliery? 

— I should  like  to  see  the  accounts  and  know  some- 
thing more  about  the  details  before  I can  answer  that 
question . 

3914.  Take  the  assumption  that  it  is  an  every-day 
occurrence  for  a colliery  undertaking  to  be  sold  at  a. 
substantia]  profit  on  its  initial  cost  after  it  has 


worked  for  ten  years?— There  may  he  goodwill  then, 
and  of  course  you  do  not  get  an  allowance  for  good- 
will in  the  hands  of  the  purchaser. 

3915.  Mr.  Kerly : What  has  goodwill  to  do  with  a 
colliery?— ihat  seems  to  me  to  be  the  nature  of  the 
value  which  might  arise. 

3916.  It  is  not  goodwill? — Then  this  is  surely  the 
point  : that  originally  the  value  of  the  colliery  was 
considerably  under-estimated;  the  value  of  the  de- 
posits of  coal  must  have  been  considerably  under- 
estimated. The  deduction  allowed  of  a base  value 
of  so  much  a ton  raised  to  the  surface  would  remain 
the  same. 

3917.  Mr.  McLintock : Mark  you,  the  deposits  of 
coal  still  remain  in  the  same  ownership  as  they  were 
at  the  beginning;  they  have  never  changed  hands. 
The  individual  who  originally  opened  the  colliery 
never  owned  the  coal,  and  he  sells  his  undertaking  at 
a profit  ten  years  after  he  started.  The  point  is  this : 
Is  the  buyer  to  receive  the  same  depreciation  as  the 
original  owner?  Is  the  buyer,  in  your  view,  to 
receive  the  same  annual  allowance?— Yes,  but  what 
did  he  buy?  In  order  to  give  an  intelligent  answer 
to  that  question  I should  have  xo  ask  for  particulars 
of  the  assets  which  were  originally  in  the  hands  of  the 
first  owner,  and  then  to  know  what  exactly  it  was 
that  the  purchaser  bought  at  a largely  increased  price. 

I cannot  give  an  intelligent  answer  to  that  question 
without  seeing  the  case  and  knowing  what  it  was  that 
he  purchased.  Stringent  safeguards  are  provided  by 
section  2 of  the  clause  I have  drafted  making  pro- 
vision as  to  deduction  of  expired  capital  outlay  repre- 
sented  by  raw  material,  and  this  clause  is  set  out  in 
my  evidence-in-chief. 

3918.  In  your  view  there  should  be  no  allowance  for 
goodwill  as  such?— -No,  there  can  be  no  allowance. 

3919.  That  is  the  present  value  of  the  right  to  seek 
for  profits? — Yes  the  present  value  of  the  right  to 
receive  expected  future  super-profits. 

3920.  Is  there  any  great  distinction  between  that 
and  purchasing  a nitrate  deposit  on  which  you  expect 
to  make,  over  a period,  a certain  sum  of  annual 
profit? — Yes,  because  the  profit  which  you  make  on  the 
nitrate  undertaking  is  after  deducting  the  propor- 
tionate cost  of  the  material.  The  goodwill  which 
you  buy  is  nothing  but  the  present  value  of  the.  right 
to  pure  profit  expected  in  the  future.  A nitrate  bed 
which  you  buy  is  merely  the  cost  of  the  nitrate  as  it 
lies  there,  a material  in  fact;  the  two  things  are  not 
comparable  at  all. 

3921.  In  paragraph  98  of  your  evidence  you  say: 

“ TJle  method  of  measurement  of  the  expired  capital 
outlay  during  the  year  on  inherently  wasting  assets 
must  be  left  to  the  taxpayer,  and  will  have  to  be 
proved  as  a question  of  fact  to  the  satisfaction  of  the 
Commissioners  of  Income  Tax  ”? — Yes. 

3922.  Do  you  suggest  that  the  Commissioners,  as 
presently  constituted,  or  probably  any  other  body, 
without  special  experts  to  guide  them  on  all  kinds 
of  assets,  are  capable  of  applying  this  scientific 
method? — Yes,  I cannot  see  any  difficulty;  it  is  a mere 
question  of  computing  true  annual  profits. 

3923.  No,  it  is  not  that.  It  is  the  point  just  before 
you  get  to  the  computation  of  the  annual  profits— 
computing  the  charge  to  be  made  against  the  profits 
earned? — Not  the  profits  earned;  the  balance  of 
revenue.  If  you  cannot  compute  all  your  charges 
necessary  to  be  made  against  the  revenue  you 
obviously  cannot  compute  your  profits. 

3924.  You  go  on  to  say:  “ Strict  rules  could  be 
applied,  and  the  effect  would  be  a great  encourage- 
ment of  sound  finance  and  the  gradual  raising  of  the 
computation  of  annual  profits  to  the  level  of  an  exact 
science  by  comparison  with  the  present  irregular 
methods.”  • Is  it  possible  in  this  world  that  we  live 
in,  and  with  the  people  that  we  have  to  deal  with, 
ever  to  apply  those  principles? — I think  gradually 
they  will  be  applied,  and  they  are  largely  applied  at 
the  present  time. 

3925.  Mr.  Kerly:  As  a matter  of  fact  the  scientific 
estimation  of  expired  capital  assets  which  you  are 
aiming  at  is  impracticable,  I suggest  to  you.  Now 
take  this,  for  instance.  You  have  directed  your 
attention  to  two  things,  so  far  as  I gather : First  of 
all  a mine,  and  you  have  assumed  a mine  where  the 
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mineral  is  regularly  disposed,  so  that  you  will  know, 
more  or  less,  how  much  you  will  get  out  of  the  avail- 
able ore  each  year;  and,  secondly,  you  have  dealt  with 
the  case  of  commercial  plant.  May  I suggest  that 
dealing  with  the  mine  your  system  is  wholly  in- 
applicable to  a case  where  the  greatest  factor  is  the 
chance  of  finding  or  not  finding  any  mineral  at  all; 
so  that  it  may  not  be  until  the  last  year  of  your  lease 
that  you  get  any  return  whatever?  You  have  not 
considered  that  case,  have  you? — Yes;  my  suggestion 
for  providing  expired  capital  outlay  really  goes  no 
further  than  this,  that  you  would  allow  something  per 
ton  on  minerals  extracted. 

3926.  So  that  if  a company  has  a 50  years’  lease 
and  it  does  not  begin  to  get  any  return  until  the 
forty-ninth  year  you  would  make  it  an  allowance  in 
the  forty-ninth  year,  but  the  other  48  years  you  can 
make  no  provision  at  all? — If  during  the  48  years 
they  had  been  extracting  minerals — 

3927.  But  they  have  not,  on  my  assumption? — They 
have  taken  nothing.  Then  would  they  go  on  working 
the  mine  if  they  got  nothing  out  of  it? 

3928.  Perhaps  I put  an  extreme  example.  How  do 
you  propose  to  estimate  the  value  of  the  minerals 
which  you  are  going  to  treat  as  capital  return  instead 
of  profits ? Are  you  going  to  take  what  the  particular 
person  who  is  working  at  the  time  has  paid  for  them? 
— If  he  has  bought  them  on  an  estimate  of  so  many 
thousand  tons  and  has  thought  that  estimate  suffi- 
ciently accurate  to  justify  him  in  laying  out  his 
capital,  I think  that  that  would  be  a very  important 
factor  iu  considering  what  he  ought  to  be  allowed  as 
expired  capital  outlay  per  ton. 

3929.  That  is  to  say,  your  answer  to  my  question  is 
yes.  Now  supposing,  instead  of  buying  in  the  year 
when  he  did,  he  had  bought  in  the  next  year,  when — 
because  his  product  was  at  a higher  market  price — he 
Avould  have  given  double  value  for  the  mine;  if  he 
had  bought  in  the  next  year  you  would  have  given 
him  double  allowance,  would  you  not? — I think  the 
allowance  would  be  determined  on  a general  level  for 
minerals  in  the  earth.  A base  value  per  ton  raised 
to  the  surface. 

3930.  In  what  year? — I do  not  think  that  the  values 
of  severed  minerals  on  the  market,  which  are  con- 
stantly going  up  and  down,  would  really  enter  into 
the  calculation  of  the  allowance  that  cught  to  be 
given  as  expired  capital  outlay  on  minerals  in  the 
earth. 

3931.  But  surely  that  is  a very  important  factor  in 
determining  what  the  man  who  is  going  to  work  the 
mine  has  to  give  for  it  in  the  first  instance.  Take 
the  Cornish  lead  mines,  for  instance— totally  unsale- 
able some  of  them,  five  years  ago,  and  now,  or 
recently,  saleable  for  very  largo  sums? — I certainly 
should  not  contemplate  making  the  allowance  or 
deduction  depend  upon  the  market  price  of  severed 
minerals.  I should  do  nothing  more  than  this.  I 
should  get  to  a recognized  allowance  for  minerals  in 
the  earth,  a kind  of  base  value,  having  regard  to 
average  conditions. 

3932.  But  how  is  that  possible  when  the  value  of 
the  minerals  in  the  earth  changes,  to  some  extent, 
according  to  the  value  of  the  product  when  extracted 
— and  very  much  from  year  to  year  ? — But  I regal’d 
the  product  in  the  earth  as  the  mass  or  source  which 
is  not  on  the  market  and  not  subject  to  the  market 
fluctuations  of  severed  minerals. 

3933.  But  do  you  not  see,  you  have  started,  as  one 
of  your  main  figures,  with  what  the  working  mine- 
owner  gave  for  the  mine.  Let  me  put  the  case  that 
Sir  Edmund  Nott-Bower  put  to  you.  You  say,  if  a 
man  finds  coal  in  Kent  you  would  consider  his  capital 
investment  to  be  the  value  of  that  coal  at  the  time 
when  it  is  found? — Yes. 

3934.  Supposing  that  is  £100,000,  and  supposing, 
by  reason  of  the  rise  in  value  of  coal,  three  years  later, 
it  was  a million  pounds,  then  you  would  say,  if  the 
owner  worked  it  himself,  he  was  to  be  allowed 
£100,000?— No. 

3935.  Or  some  proportion  of  £100,000? — I would  say 
that  he  would  be  allowed  as  expired  capital  outlay 
the  schedule  rate,  we  will  say,  of  6d.  a ton,  of  which 
perhaps  2d.  would  be  considered  as  profit  and  4d.  as 
capital  outlay. 


3930.  Then  do  you  suggest  that  in  respect  of  each 
mineral  Parliament  should  enact  a schedule  of  allow- 
ances?— I think  that  that  would  be  a matter  for  con- 
sideration and  settlement  by  the  Income  Tax  autho- 
rities. 

3937.  But  on  what  principle  would  it  be  arrived  at? 
Is  it  to  be  changed  from  time  to  time? — No,  I do 
not  think  so. 

3938.  Very  well,  I will  not  delay  to  discuss  it  fur- 
ther. I have  indicated  the  difficulty  that  occurs  to  me 
about  it? — That  is  a difficulty  of  practice,  but  the 
point  that  I have  in  mind  is  that  it  is  capital  having 
exchangeable  value,  and,  therefore,  that  something 
should  be  allowed.  The  difficulty  of  application  I 
admit,  but  we  ought  to  be  able  to  get  over  it. 

3939.  I quite  appreciate  your  suggestion  that  before 
you  find  a trader’s  profit,  or  a manufacturer’s  profit, 
you  should,  if  possible,  take  care  that  his  capital 
remains  intact,  unless  lie  has  lost  it.  But,  you  see, 
as  you  have  to  deal  with  the  possibility  of  capital 
losses,  you  have  a double  factor  to  consider,  which 
introduces  a great  many  difficulties.  Now  let  me  ask 
you  one  other  thing  that  I want  to  put  to  you  on  your 
paper.  Assuming  we  have  come  to  the  conclusion 
that  a particular  man  is  entitled  within  ten  years 
to  replace  £1,000  of  expired  capital,  why  is  not  a 
sinking  fund  of  as  much  per  year  as  is  necessary  to 
provide  £1,000  at  the  end  of  it  the  right  arrangement 
for  doing  it? — In  what  would  the  capital  outlay  which 
has  to  be  replaced  be  invested? 

3940.  Is  not  the  proper  way  to  consider  it,  what 
the  trader  would  have  to  pay  some  dealer  in  such 
matters,  for  instance,  an  insurance  company,  by  way 
of  annual  payment  in  order  to  get  his  money  provided 
in  cash  at  the  end  of  the  time? — No. 

3941.  Why  not? — We  will  assume  that  the  capital 
outlay  is  represented  by  a material  of  some  sort,  a 
material  wasting  asset. 

3942.  Pardon  me;  what  does  it  matter  what  it  is? — 
A great  deal. 

3943.  Will  you  just  allow  me  to  put  my  difficulty 
to  you?  He  has  expended  £1,000? — But  I must  ask, 
sir,  on  what,  if  you  please — on  your  wasting  asset? 

3944.  Any  one  of  your  first  class  of  wasting  assets 
for  which  you  intend  to  provide? — Inherently  wasting 
assets? 

3945.  Any  one  of  those,  and  you  are  accordingly 
going  to  give  him  his  £1,000  back  again  intact  at  the 
end  of  a period  when  you  estimate  it  will  have  been 
worked  out? — Yes. 

3946.  The  cheapest  way  to  give  him  back  that 
£1,000  will  .be  for  him  to  go  to  an  insurance  company 
and  ask  them  for  what  annual  sum  they  will  provide 
him  with  £1,000  ten  years  hence? — Yes. 

3947.  Is  not  that  the  right  way? — No. 

3948.  Why  not? — Because  he  has  laid  out  his  money 
in  inherently  wasting  assets  which  are  material,  and 
interest  does  not  arise  on  material.  If,  for  the  sake 
of  argument,  a man  had  laid  out  £100  on  a machine 
which  has  a life  of  20  years,  he  would  find  at  the  end 
of  10  years  that  the  “ going-concern  ” value  of  that 
machine  having  an  efficient  life  of  20  years,  was  £50, 
and  not  £62,  which  latter  would  be  the  book  value 
if  he  had  only  provided  for  expired  capital  outlay 
on  the  basis  of  a sinking  fund  instalment. 

3949.  I suggest  to  you  that  that  is  an  entire 
assumption.  In  many  cases  a machine  is  as  valuable 
in  the  ninth  year  of  its  life  of  10  years  as  in  the 
first  year  of  its  life?— Yes,  but  in  computing  profits, 
we  must  exclude  the  market  value  since  the  date  of 
the  purchase  of  the  material  or  of  the  machine,  be- 
cause the  machine  is  not  on  the  market  for  sale. 

3950.  I am  not  suggesting  anything  to  do  with  the 
market  value  of  its  output.  I am  only  suggesting 
that  it  does  its  work  as  efficiently  towards  the  end 
of  its  time  as  at  the  beginning,  in  many  instances  ?— 
Yes. 

3951.  If  so,  it  is  just  as  valuable  except  that  its 
life  is  shorter  ?— But  that  makes  all  the  difference, 
because  we  have  got  half  the  valuable  output  ex- 
hausted. 

3952.  In  practical  business,  if  a man  wanted  £1,000 
ten  years  hence,  he  would  provide  for  it  in  the  way 
I have  suggested,  would  he  not? — Yes,  but  it  is 
different  with  inherently  wasting  assets.  I may  tell 
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you  that  in  the  case  of  the  National  Telephone  Com- 
pany and  the  Postmaster-General,  in  which  I was 
retained  by  the  Postmaster-General,  we  objected  to 
the  company’s  suggested  system,  which  was  the  sink- 
ing fund  system  of  calculating  or  measuring  deprecia- 
tion, and  we  convinced  the  Court  that  it  was  entirely 
wrong,  and  it  made  a difference  of  over  a million 
pounds  by  reducing  the  purchase  price  paid  by  the 
Postmaster-General. 

3953.  Mr.  Kerly : I am  afraid,  unless  we  hear  the 
arguments,  we  cannot  pay  much  attention  to  that 
decision  that  a particular  method  of  sinking  fund 
was  not  appropriate. 

3954.  Sir  J.  Harmood-Banner : I have  only  three 
questions  to  ask  you.  In  your  44th  paragraph  you 
say:  “deduction  cannot  be  allowed  in  respect  of  the 
wasting  assets  falling  under  class  (6).”  Would  you 
agree  with  me  that  a prudent  hoard  of  directors,  if 
they  paid  £20,000  for  a 20  years’  lease,  would,  before 
making  up  their  profits  and  paying  a dividend,  write 
off  £1,000  a year,  or  whatever  it  may  be,  so  as  to 
recoup  them  the  cost  of  the  lease  at  that  period? — 
Most  certainly. 

3955.  Then  why  do  you  say  here  that  as  regards 
Income  Tax  a deduction  cannot  be  allowed  in  respect 
of  such  an  asset  ? — Because  the  cost  of  that  lease  is 
merely  the  purchase  of  the  right  to  enjoy  the  annual 
value  of  the  property  represented  by  that  lease  when 
it  arises  during  the  next  20  years,  and  when  the 
annual  value  arises,  in  those  years,  it  must  be  sub- 
jected to  Income  Tax. 

3956.  Then  you  would  adopt  a different  way  in 
assessing  profits  for  Income  Tax  to  what  a prudent 
man  would  adopt  in  assessing  the  profits  which  he 
would  distribute  as  dividends  ? — Yes.  That  you  must 
do  until  some  way  can  be  found  of  following  the 
charge  for  Income  Tax  into  the  hands  of  those  who 
have  received  the  income  in  advance  of  its  arising, 
as  would  be  the  case  where  a seller  of  a lease  had 
received  £20,000  in  exchange  for  which  he  gives  the 
purchaser  the  right  to  enjoy  the  occupation  of  the 
premises  over  the  next  20  years. 

3957.  Then  you  would  commit  an  injustice  on  the 
man  who  paid  £20,000,  because  you  do  not  see  the  way 
to  assess  it  for  Income  Tax  purposes  on  the  man  who 
comes  in  with  the  right  at  the  end  of  20  years  ? — I am 
afraid  that  that  is  a difficulty  inherent  in  a tax  which 
is  charged  upon  actual  profits  if  and  as  they  arise, 
year  by  year. 

3958.  Do  you  not  think  that  we  ought  to  take  some 
steps  to  remedy  it?— I think  the  only  partial  remedy 
at  the  present  time  is  that  the  purchaser  of  a lease  for 
£20,000  should  say:  “ Now  I must  deduct  from  this 
£20,000  an  amount  of  5s.  in  the  £ Income  Tax, 
because  I estimate  that  during  the  20  years  I am  in 


occupation  of  these  premises  I shall  have  to  pay  that 
average  Income  Tax  on  the  amount  that  I am  now 
advancing  to  you  as  the  purchase  price  of  this  lease, 
and  therefore  I shall  pay  you  £15,000.” 

3959.  But  you  would  agree  that  there  is  a consider- 
able hardship  on  the  person  who  buys  a leasehold 
which  has  only  a short  period  to  run  ? — I do,  unless  he 
has  succeeded  in  getting  the  full  allowance  for  the 
average  Income  Tax. 

3960.  Then  you  have  a great  objection  to  “ free  of 
Income  Tax.”  Is  :t  not  a fact  that  the  Government, 
for  the  purpose  of  raising  their  War  Funds,  did  issue 
“ free  of  Income  Tax  ” securities? — Only  War 
Savings  Certificates  are  free  of  Income  Tax.  The 
4 per  cent.  War  Loan  is  merely  “ Income  Tax  com- 
pounded,” and  I feel  convinced  that  that  was  done 
without  full  consideration  or  knowledge  of  the 
enormous  difficulties  of  a practice  which  it  tended  to 
encourage. 

3961.  At  present,  in  order  to  provide  some  of  the 
money  requisite  for  the  extensions  in  business  which 
are  going  on,  the  finance  world  in  London  is  adopting 
the  same  practice? — I regret  to  see  that  the  practice 
seems  to  be  increasing. 

3962.  And  you  would  like  to  shackle  the  finance  of 
the  present  day  on  this  suggested  plea  of  yours  that  it 
is  bad  for  trade  ? — I do  not  think  it  would  be  any  real 
shackle. 

3963.  In  your  last  paragraph  you  deal  with  taxation 
at  its  source,  bringing  in  monthly  salaries,  weekly 
wages,  and  everything  else.  I would  like  to  draw 
your  attention  to  the  fact  that  while  I was  on  the 
Luxury  Tax  Committee  we  had  a great  number  of 
people  come  up  to  tell  us  that  there  were  amateur 
traders  who  made  very  large  profits.  Can  you  make 
any  suggestion  by  which  the  Inland  Revenue  can 
bring  amateur  traders,  or  traders  of  that  description, 
in  to  pay  their  Income  Tax  as' in  the  case  of  other 
people? — That  is  a most  difficult  question.  I could 
give  other  instances.  I am  acquainted  with  these 
great  difficulties,  and  I cannot  at  the  present  time, 

I am  afraid,  suggest  a remedy.  There  is  no  record  of 
these  transactions  in  any  banking  account,  as  a rule; 
the  purchase  price  is  often  paid  in  Treasury  notes  and 
invested  perhaps  in  house  property,  or  something  of 
that  sort,  without  any  accounting  record  being  in 
existence. 

3964.  If  you  could  look  into  that  and  can  make  any 
suggestions,  I think  you  would  add  greatly  to  our  re- 
sources. It  was  extraordinary  the  number  of  people 
who  came  before  the  Luxury  Tax  Committee  and 
assured  us  that  there  were  amateur  traders  making 
profits?— Yes. 

3965.  Mr.  Kerly.  Thank  you  for  your  evidence. 
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Sir  T.  P.  WHITTAKER. 
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Sir  J.  S.  HARMOOD-BANNER. 

Sir  W.  TROWER. 
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Mr.  WARREN  FISHER. 

Mr.  BIRLEY. 

Mr.  WALKER  CLARK. 

Mr.  R.  V.  N.  Hopkins, 

The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief:  — 

Proof  of  evidence  to  be  given  by  R.  V.  N.  Hopkins, 
C.B.,  Member  of  the  Board  of  Inland  Revenue 
and  Joint  Secretary  of  the  Department,  on  the 
graduation  and  differentiation  of  the  Income 
Tax  and  the  question  of  the  exemption  limit. 

Part  I. 

Introductory  ( Graduation ). 

3966.  (1)  Graduation  in  connection  with  the  Income 
Tax  is  the  name  given  to  the  principle  of  charging 
tax  on  the  smaller  incomes  at  a lower  effective  rate* 
than  on  the  larger  ones.  So  far  as  is  known,  gradua- 
tion in  some  form  or  other  is  an  element  in  all 
present-day  Income  Tax  systems ; but  in  some  systems 
graduation  is  only  applied  to  give  relief  to  persons 
with  comparatively  small  incomes,  all  incomes  beyond 
a moderate  amount  being  charged  with  a tax  at  a 
flat  rate.  Graduation  of  this  character  is  often 
called  “ degressive.”  In  other  systems  the  gradua- 
tion runs  through  the  whole  scale — or  practically  the 
whole  scale — of  incomes;  it  is  then  often  called  “ pro- 
gressive.” These  two  terms  are,  however,  sometimes 
used  with  somewhat  different  connotations. 

3967.  (2)  It  used  to  be  suggested  that  it  may  be 
open  to  question  whether  it  is  correct  as  an  abstract 
principle  to  graduate  an  Income  Tax  rather  than  to 
charge  the  tax  at  a flat  rate  on  all  incomes.  In  exist- 
ing conditions,  however,  this  question  is  of  no  practi- 
cal interest  as  it  is  clear  that  a tax  at  a flat  rate 
designed  to  produce  such  revenue  as  is  now  required 
from  the  Income  Tax  in  this  country  would  meet 
with  widespread  opposition  and  could  only  be  a com- 
plete failure. 

3968.  (3)  The  Income  Tax  in  this  country  has 
almost  at  all  times  been  graduaited  in  some  degree ; 
but  before  1909,  the  graduation  was  limited  to  the 
smaller  incomes  and  was  effected  solely  by  means  of 
abatements  allowed  from  the  incomes  of  individual 
taxpayers  in  cases  in  which  the  total  income  did  not 
exceed  the  specified  limit.  In  those  cases  tax  was 
charged  only  on  that  part  of  the  income  which  ex- 
ceeded the  amount  of  the  abatement. 


* The  term  “effective  rate”  is  used  to  denote  the  rate  a 
which  tax  is  borne  by  the  taxpayer  if  the  actual  amount  of  tax 
charged  is  regarded  as  applicable  not  to  his  income  as  reduced  by 
abatements  and  other  allowances,  but  to  his  whole  income.  Thus 
a taxpayer  whose  total  income  amounts  to  £600  (earned  income) 
and'  who  is  married  and  has  three  children  under  the  age  of  1G 


pays  £60  in  Income  Tax,  viz. : — 

Total  income £600 

Less  abatement  £100 

Wife  allowance  £25 

Children  allowance £75 

£200 

£400 

Tax  on  £400  at  3.?.  in  the  £ ...  £60 


In  this  example  the  nominal  rate  of  tax  is  3s.  in  the  £,  but  the 
_ . . £60  , 
effective  rate  is  or  2j.  in  the  £. 


Mr.  KERLY. 

Mrs.  KNOWLES 

Mr.  MACKINDER. 

Mr.  McLINTOCK. 

Mr.  MANVILLE. 

Mr.  GEOFFREY  MARKS. 

Mr.  MAY. 

Professor  PIGOU. 

Mr.  SYNNOTT. 

J.B.,  called  and  examined. 

3969.  (4)  In  recent  years,  however,  i.e.,  from  1909- 
10  onwards  and  more  especially  during  the  war,  the 
graduation  of  the  tax  has  developed  rapidly,  and,  at 
the  present  time,  the  Income  Tax  (including  Super- 
tax) is  graduated  throughout,  that  is  to  say,  the 
effective  rate  of  tax  increases  from  the  lowest  to  the 
highest  incomes.  As  between  the  largest  incomes  the 
difference  in  the  effective  rate  is  necessarily  small — 
otherwise  the  rate  would  approach  or  even  exceed  20s. 
in  the  £ as  the  size  of  the  income  increases — but 
nevertheless  there  is  some  degree  of  graduation 
throughout  the  scale. 

3970.  (5)  There  are  various  methods  which  can  be 
adopted  for  the  purpose  of  securing  graduation  of 
Income  Tax.* 

(a)  The  tax  can  be  graduated  by  the  grant  of 
abatements.  For  example,  it  may  be  pre- 
scribed that  for  the  purposes  of  computing 
the  tax  chargeable  on  any  individual  a 
sum  of  (say)  £100  shall  be  deducted  from 
the  amount  of  his  total  income  and  that 
tax  shall  be  charged  at  a uniform  rate 
on  the  balance  of  the  income  after  deduct- 
ing the  abatement.  In  this  event  no  tax 
would'  be  charged  on  incomes  of  £100  or 
less.  A taxpayer  with  an  income  of  £150 
would  pay  tax  on  £50  only  and,  as  this  is 
only  one-third  of  the  whole  income,  the  tax 
payable  would  be  equivalent  to  a tax  on  the 
whole  income  at  one-third  the  nominal  rate 
whatever  that  nominal  rate  might  be.  In 
other  words  for  an  income  of  £150  the 
effective  rate  of  tax  would  be  one-third  the 
nominal  rate.  Similarly  a taxpayer  with 
an  income  of  £200  would  pay  tax  at  the 
nominal  rate  on  £100;  in  this  case  the 
effective  rate  would  be  one-half  the  nominal 
rate. 


The  effect  of  a oonstant  abatement  of  £100  on  the 
effective  rate  of  tax  may  be  seen  from  the  following 
illustration : — 


Amount  of 
Income. 

Amount  of  Income 
chargeable  with  tax 
(after  allowance  of 
abatement). 

Effective  rate 
of  tax. 

£ 

£ 

110 

10 

•09  of  nominal  rate 

150 

50 

■3 

200 

100 

•5 

500 

400 

■8 

1,000 

900 

•9 

5,000 

4,900 

•98 

20,000 

19,900 

•995 

* A note  on  the  methods  adopted  in  British  Dominions  and 
Foreign  Countries  accompanies  this  proof.  [See  App.  No.  14  (6).) 
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It  will  be  seen  that  the  allowance  of  the  abatement 
results  in  a continuous  increase  in  the  effective  rate  of 
tax  throughout  the  scale,  though  the  rate  of  increase 
becomes  very  small  when  the  larger  incomes  are 
reached. 


on  the  lines  desired  may  best  be  effected  by  a method 
which  conforms  with  the  general  scheme  of  the  tax 
and  is  at  the  same  time  capable  of  practical  applica- 
tion to  the  mass  of  separate  assessments  in  the 
country. 


The  above  example  shows  the  effect  of  allowing  an 
abatement  from  all  incomes  whatever  their  amount. 
The  allowance  of  an  abatement,  however,  need  not  be 
universal  but  may  be  restricted  to  incomes  between 
certain  limits.  In  this  event  the  abatement  only 
graduates  the  effective  rate  of  tax  within  the  limits 
to  which  the  abatement  extends. 

(5)  A second  and  more  direct  method  of  gradua- 
tion is  to  charge  tax  at  different  rates  on 
incomes  of  different  amounts.  For 
example,  tax  may  be  charged,  at  2s.  in  the 
£ on  incomes  not  exceeding  £500  and  at  a 
higher  rate  in  the  £ on  larger  incomes. 
The  varying  rates  of  tax  may  be  expressed 
either  empirically  or  by  a mathematical 
' formula.  Again,  they  may  be  applied  to 
the  whole  income  (after  the  allowance  of 
any  abatement)  as  in  the  British  Income 
Tax,  or  to  different  sections  or  slices  of  the 
income,  as  in  the  British  Super-tax. 

(c)  Another  means  of  graduation  is  to  charge  tax 

at  a constant  rate  on  varying  fractions  or 
multiples  of  the  actual  income  of  a tax- 
payer. For  example,  it  may  be  prescribed 
that  the  rate  of  Income  Tax  shall  be  a con- 
stant rate  of  os.  in  the  £ but  that  this  rate 
shall  be  charged  not  on  the  actual  income  of 
the  taxpayer,  but  on  an  amount  greater 
or  less  than  the  actual  income  and  derived 
from  that  income  by  applying  to  it  some 
formula,  the  taxable  sum  being  a larger 
proportion  of  the  income  in  the  case  of 
larger  incomes  than  in  the  case  of  smaller 
incomes. 

(d)  Again,  the  tax  may  be  graduated  by  imposing 

an  additional  tax  (often  called  a Super- 
tax) upon  incomes  which  exceed  a certain 
amount.  This  Super-tax  may  itself  be 
graduated  by  abatements  and  by  varia- 
tions in  the  rate. 

3971.  (6)  The  methods  described  in  paragraph  5, 
and  others  resembling  them,  may  be  used  either  singly 
or  in  combination.  For  example,  until  1909  the 
British  Income  Tax  was  graduated  only  by  means  of 
abatements.  At  the  present  time  it  is  graduated  by 
abatements,  by  variations  in  the  rate  of  tax,  and  by 
a Super-tax  which  is  itself  charged  at'  varying  rates 
oh  different  sections  of  the  income. 

3972.  (7)  The  methods  adopted  for  the  purpose  of 
securing  graduation  are  sometimes  applied  in  quite 
a rough-and-ready  manner  with  the  result  that'  while 
a fair  measure  of  graduation  may  appear  when  the 
system  is  viewed  as  a whole,  yet  the  effective  rate 
does  not  advance  continuouslybut  advances  suddenly 
at  certain  points  between  which  it  remains  stationary 
or  nearly  stationary.  On  the  other  hand,  in  some 
systems  a considerable  amount  of  ingenuity  is  dis- 
played in  applying  the  methods  of  graduation  in 
such  a way  as  to  secure  a constant  increase  in  the 
effective  rate  throughout  the  whole  or  a large  part  of 
the  scale.  Some  further  information  on  this  point  is 
given  in  the  Note  on  Graduation  in  British  Do- 
minions and  Foreign  Countries  which  accompanies 
the  present  proof.  [See  App.  No.  14  (6).]  Refer- 
ence may  also  be  made  to  Annexe  I.  which  graphically 
represents  the  effective  rates  in  certain  systems, 
r See  App.  No.  12.] 

3973.  (8)  There  is  no  special  intrinsic  virtue  in  any 
particular  method  by  which  graduation  may  be 
effected;  but  from  the  point  of  view  of  intelligibility, 
flexibility  and  general  practical  convenience,  some 
methods  are  much  superior  to  others.  The  method 
can  only  be  regarded  as  the  means  to  the  end,  and 
the  problem  involved  in  selecting  a method  of  gradua- 
tion is  the  problem  of  finding  in  what  way  graduation 


3974.  (9)  The  term  “graduation”  in  connection 
with  the  Income  Tax  is  generally  used  to  denote 
graduation  by  reference  to  the  amount  of  the  tax- 
payer’s income,  and  it  has  been  so  used  in  the  pre- 
ceding paragraphs  of  this  proof.  There  is,  however, 
another  class  of  relief  which  may  fairly  be  spoken  of 
as  graduation  and  considered  in  connection  with  the 
general  question  of  graduation,  and  that  is  the  relief 
granted  by  reference  to  the  extent  of  the  taxpayer’s 
family  responsibilities — his  wife,  his  children  and 
other  dependants. 

3975.  (10)  Under  the  present  scheme  of  the  British 
Income  Tax,  a special  allowance  is  granted  within 
certain  limits  of  income  in  respect  of  a wife,  each 
child  (including  an  adopted  child)  under  the  age  of 
sixteen,  and  in  certain  circumstances  in  respect  of  a 
housekeeper  and  each  dependent  relative. 

3976.  (11)  The  allowance  is  made  by  means  of  an 
abatement  from  the  income  in  respect  of  which  tax 
is  payable,  the  amount  of  the  abatement  being  £25 
for  each  such  person  (whether  wife,  child  or  other 
relative). 

3977.  (12)  The  allowance  is  restricted  to  incomes 
not  exceeding  £800,  except  in  the  case  of  children 
beyond  two  in  number,  in  respect'  of  whom  the  limit 
of  income  is  extended  to  £1,000.  Thus  a taxpayer 
with  four  children  all  under  sixteen  years  of  age 
and  with  an  income  between  £800  and  £1,000  would 
be  entitled  to  an  allowance  (from  taxable  income)  of 
£50  in  all  in  respect  of  the  third  and  fourth  children 

3978.  (13)  In  the  following  parts  of  this  evidence, 
so  far  as  it  relates  to  graduation,  it  is  proposed  to 
consider  firstly,  the  present  scale  of  graduation  in 
this  country,  and  the  question  whether  any  alteration 
in  that  scale  is  necessary,  and  secondly,  the  methods 
by  which  graduation  is  in  practice  effected,  and  the 
necessity  for  any  alterations  in  those  methods. 

3979.  (14)  The  first  question  which  arises  in  this 
connection  is  the  limit  of  income  within  which  total 
exemption  from  Income  Tax  should  be  granted,  and 
this  question  is  dealt  with  in  Part  II  of  the  present 
proof.  Part  III  relates  to  the  general  scale  of  the 
graduatiop  for  incomes  above  the  limits  of  exemp- 
tion, including  the  allowances  for  wife,  children  and 
other  dependants,  Part  IY  to  the  practical  methods 
for  giving  effect  to  graduation  of  the  Income  Tax 
(including  the  Super-tax),  and  Part  Y to  differen- 
tiation in  the  rate  of  the  tax  as  between  earned  and 
unearned  income. 


PART  II. 

The  exemption  limit. 


3980.  (15)  The  first  question  for  consideration  is 
the  exemption  limit.  At  the  present  time  the  nominal 
limit  for  total  exemption  from  tax  is  £130;  but  in 
the  case  of  persons  entitled  to  allowance  in  respect 
of  wife,  child  or  other  dependent  relative  the  effect 
of  the  abatement  of  £120  and  the  allowance  of  £25 
for  each  dependant  is  to  increase  the  effective  limit 
of  exemption  to  the  following  amounts:  — 


In  the  case  of  a person  entitled — 


to  one  allowance 
to  two  allowances 
to  three  ,, 

to  four  „ 

to  five  „ 

to  six  „ 

to  seven  „ 

and  so  on. 


£ 

(e.g.,  wife  only)  145 

( e.g .,  wife  and  child) 170 

( c.(j .,  wife  and  two  children)...  195 
(e.g., wife  and  three  children)...  220 
(e  g., wife  and  four  children)...  245 
(e.g.,  wife  and  five  children)...  270 
(e.g.,  wife  and  six  children)  ...  295 


3981.  (16)  The  question  whether  this  limit  is  now 
too  high  or  too  low  is  ultimately  a matter  of  opinion  ; 
but  it  is  suggested  that  the  first  principle  to  be  recog- 
nized is  that  of  the  taxpayer’s  ability  to  pay.  It 


MINUTES  OE  EVIDENCE. 


187 


18  June , 1919.] 


Mr.  R.  V.  N.  Hopkins. 


[ Continued . 


appears  to  bo  necessary  also  to  pay  regard  to  the 
comparative  weight  of  indirect  taxation  upon  the 
poorer  and  the  richer  classes.  From  another  point 
of  view  the  cost  of  collection  of  small  amounts  from 
a large  number  of  taxpayers  is  also  a factor  which 
has  a bearing  on  this  question. 

3982.  (17)  The  question  is  one  on  which  it  is  diffi- 
cult for  the  Board  of  Inland  Revenue  to  express  an 
opinion  in  advance  of  the  evidence  which  will  doubt- 
less be  adduced  from  various  quarters  on  the  subject. 
It  is  suggested,  however,  with  reserve,  that  the 
present  ratio  of  the  exemption  limit  in  the  case  of 
persons  without  dependants  to  the  effective  exemp- 
tion limits  in  the  case  of  persons  with  dependants  is 
unsatisfactory.  It  is  obvious,  for  example,  that  the 
difference  in  amount  between  the  necessary  expenses 
of  a bachelor  and  of  a married  man  with  no  depend- 
ants is  not  measured  by  £25. 

3933.  (18)  The  exemption  limit  will  always  pay 
some  regard  to  the  minimum  cost  of  subsistence.  It 
may,  of  course,  be  fixed  solely  by  reference  thereto 
and  on  that  basis  it  may  be  argued  that  the  existing 
amounts  of  £130  for  exemption  and  of  £120  for 
abatement  in  the  lowest  range  of  incomes,  are  appro- 
priate for  single  persons  without  family  responsibili- 
ties. 

3984.  (19)  The  suggestion  occurs  that  the  marriage 
allowance  and  the  allowance  for  a child  or  other 
dependant  might  very  properly  be  increased  to  £60 
and  £30  respectively,  raising  the  effective  exemption 
limit  to  £180  for  a married  man  without  children, 
£210  for  a married  man  with  one  child  and  so  on. 

3985.  (20)  It  would  not.  however,  follow  if  the  ex- 
emption and  abatement  limits  were  fixed  at  figures 
in  excess  of  £130  and  £120  respectively,  those  new 
limits  not  being  fixed  solely  by  reference  to  the 
minimum  cost  of  subsistence,  that  the  other  allow- 
ance ought  to  be  increased  in  a like  proportion. 

3986.  (21)  Upon  the  basis  suggested  (if  the  normal 
exemption  limit  stands)  the  revised  effective  exemp- 
tion limits  would  work  out  as  follows:  — 


Suggested  Presen 


without  dependants. 

In  the  case  of  a marri 
without  children  or 
pendants. 

In  the  case  of  a marri 
with  one  child. 

In  the  case  of  a marri 
with  two  children. 

In  the  case  of  a marri 
with  three  children. 

In  the  case  of  a marri 
with  four  children. 

In  the  case  of  a marri 
with  five  children. 

In  the  case  of  a marri 
with  six  children, 
and  so  on. 

PART  III. 


Limit. 

Limit. 

£ 

£ 

1 person 

130 

130 

person 
aer  de- 

180 

145 

person 

210 

170 

person 

240 

195 

person 

270 

220 

person 

300 

245 

person 

330 

270 

person 

360 

295 

The  present  scale  of  graduation  of  the  Income  Tax 
( including  Super-tax)  and  suggestions  as  to  its 
possible  modification. 

3987.  (22)  At  this  point  it  may  be  mentioned  that 
there  is  a school  of  thought  which  seeks  to  find  a 
solution  of  the  problem  of  graduation  in  a mathe- 
matical formula.  It  is  suggested,  however,  that  the 
assumption  that  an  ideal  scale  is  more  likely  to  be 
evolved  by  these  means  is  fallacious.  The  object  of 
the  graduation  of  the  tax  is  to  attain  a fair  measure 
of  equality  of  sacrifice,  to  apportion  the  tax  as  nearly 
as . possible  to  the  different  capacities  of  different 
taxpayers  as  measured  primarily  by  the  amounts  of 
their  incomes.  Ultimately  the  question  is  one  of 
common  sense  judgment,  not  of  mathematics,  and 
one  which  will  inevitably  be  approached  by  different 
people  with  different  standards  of  judgment  and  from 
different  points  of  view. 

3988.  (23)  The  following  Table  illustrates  in  general 
outline  the  effect  of  the  graduation  of  the  Income 
Tax  as  it  stands  to-day. 
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t With  the  addition  of  the  appropriate  Super-tax  rates  as  shown  in  paragraph  SO. 
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3989.  (24)  The  graduated  scale  of  effective  rates  of 
tax  is  shown  graphically  in  graphs  I,  Ia,  and  II  of 
Annexe  I.  to  this  evidence  [see  App.  No.  12]  while 
the  remaining  graphs  in  that  Annexe  compare  the 
graduation  of  the  British  tax  with  that  of  certain 
important  foreign  and  Dominion  taxes. 

3990.  (25)  The  present  abatements  (apart  from 
family  allowances)  granted  to  taxpayers  in  this 
country  are  as  follows  : — 

Incomes  not  exceeding  £400  £120 

Incomes  exceeding  £400  but  not  ex- 
ceeding £600  £100 

Incomes  exceeding  £600  but  not  ex- 
ceeding £700  £70 

If  the  exemption  limit  for  persons  without  de- 
pendants remains  as  at  present,  there  appears  to  be 
no  good  ground  for  altering  these  abatements  except 
in  one  particular.  The  abatement  which  remains  as 
high  as  £100  where  the  income  does  not  exceed  £600 
is  extinguished  very  abruptly,  and  it  is  suggested 
that  abatements  might  with  propriety  be  extended  to 
incomes  exceeding  £700  and  not  exceeding  £1,000  as 
follows : — 

Incomes  exceeding  £600  but  not  ex- 
ceeding £800  £70 

Incomes  exceeding  £800  but  not  ex- 
ceeding £950  £50 

At  this  point  (£950)  the  abatement  might  be  reduced 
by  £1  for  every  increase  of  £1  in  the  income  so  that 
it  would  be  extinguished  at  £1.000.  [See  App.  No.  13.] 

3991.  (26)  If  the  suggestion  is  adopted  that  the 
marriage  allowance  and  the  allowance  for  children 
and  other  dependants  should  be  £60  and  £30  respec- 
tively (see  paragraph  17)  the  question  remains  at 
what  point  in  the  scale  of  income  those  allowances 
should  cease  to  operate.  The  present  allowances  for 
wife  and  dependants  are  granted  when  the  total 
income  does  not  exceed  £800,  and  the  children  allow- 
ance is  continued  (for  children  beyond  two  in  number) 
for  incomes  which  exceed  £800  but  do  not  exceed 
£1,000.  Clearly  there  comes  a point  when  a tax- 
payer is  wealthy  enough  to  bear  tax  on  the  whole  of 
his  income  and  has  no  claim  to  receive  these  allow- 


ances, which  are  appropriate  only  to  incomes  upon 
which  family  responsibilities  are  a heavy  burden.  It 
is  suggested,  however,  that  that  point  is  not  reached 
at  £800,  and  that  the  marriage  allowance  might 
properly  be  granted  in  all  cases  where  the  income 
does  not  exceed  £1,200,  and  the  allowance  for 
children  and  other  dependants  where  the  income  does 
not  exceed  £1,500.* 

3992.  (27)  Upon  the  basis  of  the  foregoing 
suggestions — 

The  abatement  would  cease  at  ...  £1,000 

The  marriage  allowance  would  cease 

at  £1,200 

The  children  and  dependant  allow- 
ance would  cease  at  £1,500 

3993.  (28)  The  annual  cost  to  the  Exchequer  of 
these  alterations  at  present  rates  of  tax  would  be  as 
follows : — 


Extension  of  abatements  to  £1,000 

Increase  of  wife  or  marriage  allow- 
ance to  £60  

Increase  of  allowance  for  children 
and  other  dependants  to  £30  ... 

Extension  to  £1,200  of  limit  for 
wife  or  marriage  allowance  of  £60 

Extension  to  £1,500  of  limit  for 
children,  &c.,  allowance  of  £30 


£1,100,000 

£4,170,000 

£1,330,000 

£1,020,000 

£920,000 


The  combined  cost  of  all  the  suggestions  would  be 
£8,000,000  per  annum.  Of  this  sum  £4,000,000  would 
go  in  relief  of  taxpayers  with  incomes  not  exceeding 
£500,  £3,000,000  in  relief  of  taxpayers  with  incomes 
between  £500  and  £1,000,  and  the  balance, 
£1,000,000,  in  relief  of  taxpayers  with  incomes  be- 
tween £1,000  and  £1,500. 


3994.  (29)  If  these  suggestions  were  adopted,  the 
effective  rates  of  tax  upon  incomes  not  exceeding 
£1,500  would  be  modified  to  the  extent  shown  in  the 
following  Table. 


5 Under  present  day  conditions  there  is  also  a case  for  extending 
beyond  £600  (the  existing  figure)  the  limit  of  total  joint  income 
within i which  additional  relief  may  be  claimed  in  respect  of  income 
derived  by  the  wife  by  means  of  her  own  personal  labour, 
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TABLE 


Table  showing  amounts  of  Income  Tax  payable  ancl  effective  rates  of  tax 

(a)  present  scale  of  allowances  and  abatements  (as  in  Table  I)  ; 

(A)  in  italic  figures — present  scale  with  amendments  proposed  in  paragraph  28  of  proof  of 

(i)  an  increase  in  the  allowance  for  a wife  to  £60,  to  apply  to  incomes  not 

(ii)  an  increase  in  the  allowance  for  a child,  See.,  to  £30,  to  apply  to 

(iii)  an  extension  of  the  allowance  of  £70  abatement  to  incomes  not 

(iv)  the  allowance  of  an  abatement  of  £50  to  incomes  exceeding  £800 

(v)  the  allowance  of  an  abatement  equivalent  to  the  difference  between 
also  the  number  of  taxpayers  in  certain  classes  and  the  total  produce  of  the  tax  in  each  class. 


Total 

Income. 

Nominal  Rate  of  Income 
Tax  applicable  to 

Bachelor. 

Married  Man 

If  income  all  earned. 

If  income  all  unearned. 

If  income  all  earned. 

Earned 

Income. 

Unearned 

Income. 

Tax  payable. 

Tax  payable. 

Tax  payable. 

Amount. 

Effective 

rate. 

A mount. 

Effective 

rate. 

Amount. 

Effective 

rate. 

£ 

s.  d. 

s.  d. 

£ 

s. 

d. 

s.  d. 

£ s. 

d. 

s.  d. 

£ s. 

d. 

* 

d. 

i 

O)  1 

13 

9 

3 

2 5 

0 

4 

Nil 

1 

(?')  1 

13 

9 

3 

2 5 

0 

4 

Nil. 

/ 

O)  2 

16 

3 

5 

3 15 

0 

6 

Nil. 

_ 

l 

OT  2 

16 

3 

5 

3 15 

0 

6 

Nil 

/ 

O)  6 

3 

9 

8 

8 5 

0 

11 

3 7 

6 

5 

l 

m o 

3 

9 

8 

8 5 

0 

11 

Nil 

( 

W 9 

0 

0 

11 

12  0 

0 

1 2 

6 3 

9 

7 

i 

(A)  9 

0 

0 

11 

12  0 

0 

Z 2 

2 5 

0 

3 

/ 

O)  n 

5 

0 

1 0 

15  0 

0 

1 4 

8 8 

9 

9 

\ 

m n 

5 

0 

1 0 

15  0 

0 

1 4 

4 10 

0 

5 

r 

(a)  H 

12 

6 

1 2 

19  10 

0 

1 7 

11  16 

3 

11 

t 

(A)  14  12 

0 

1 2 

19  10 

0 

1 7 

7 17 

6 

6 

/ 

(a)  20 

5 

0 

1 4 

27  0 

0 

1 10 

17  8 

9 

1 

2 

l 

(1)  20 

5 

0 

1 4 

27  0 

0 

1 10 

13  10 

0 

11 

f 

(a)  31 

10 

0 

1 7 

42  0 

0 

2 1 

28  13 

9 

1 

5 

l 

(A)  31 

10 

0 

1 7 

42  0 

0 

2 1 

24  15 

0 

1 

3 

/ 

(a)  45 

0 

0 

1 10 

60  0 

0 

2 5 

42  3 

9 

1 

8 

l 

C«  is 

0 

0 

1 10 

60  0 

0 

2 5 

3S  5 

0 

1 

6 

/ 

(a)  75 

0 

0 

2 6 

93  15 

0 

3 1 

71  5 

0 

2 

4 

1 

(A)  75 

0 

0 

2 0 

93  15 

0 

3 1 

66  0 

0 

2 

2 

r 

(a)  94 

10 

0 

2 8 

118  2 

6 

3 4 

90  15 

0 

2 

7 

i 

(A)  94 

10 

0 

2 S 

11S  2 

6 

3 4 

S5  10 

0 

2 

A 

; 

(a)  120 

0 

0 

3 0 

150  0 

0 

3 9 

116  5 

0 

2 

11 

i 

(A)  109  10 

0 

2 9 

136  17 

6 

3 5 

100  10 

0 

2 

6 

i 

(a)  135 

0 

0 

3 0 

168  15 

0 

3 9 

135  0 

0 

3 

0 

(A)  127  10 

0 

2 10 

159  7 

6 

3 6 

118  10 

0 

2 

7 

/ 

(a)  142 

10 

0 

3 0 

178  2 

6 

3 9 

142  10 

0 

3 

0 

l 

(A)  135 

0 

0 

2 10 

168  15 

0 

3 7 

126  0 

0 

2 

8 

J 

(«)  150 

0 

0 

3 0 

187  10 

0 

3 9 

150  0 

0 

3 

0 

(A)  150 

0 

0 

3 0 

1S7  10 

0 

3 9 

141  0 

0 

2 10 

1,100 

/ 

(a)  206 

6 

0 

3 9 

247  10 

0 

4 6 

206  5 

0 

3 

9 

1 

(A)  20G 

5 

0 

3 9 

247  10 

0 

4 6 

195  0 

0 

3 

7 

/ 

(a)  225 

0 

0 

3 9 

270  0 

0 

4 6 

225  0 

0 

3 

9 

L 

(A)  225 

0 

0 

3 9 

270  0 

0 

4 6 

213  15 

0 

3 

7 

i 

(a)  234 

7 

6 

3 9 

281  5 

0 

4 6 

234  7 

6 

3 

9 

l 

(A)  234 

7 

0 

3 9 

281  5 

0 

4 6 

234  7 

6 

3 

9 

f 

(a)  243 

15 

0 

3 9 

292  10 

0 

4 6 

243  15 

0 

3 

9 

i 

(A)  243 

15 

0 

3 9 

292  10 

0 

4 6 

243  15 

0 

3 

9 

i 

(a)  262 

10 

0 

3 9 

315  0 

0 

4 6 

262  10 

0 

3 

9 

l 

(A)  202  10 

0 

3 9 

315  0 

0 

4 6 

262  10 

0 

3 

9 

i 

(a)  281 

5 

0 

3 9 

337  10 

0 

4 6 

281  5 

0 

3 

9 

i 

(A)  281 

5 

0 

3 0 

337  10 

0 

4 6 

281  5 

0 

3 

9 
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II. 

on  selected  incomes  under  two  scales  of  allowances  and  abatements  viz., 

evidence,  i.e., 

exceeding  £1,200; 

incomes  not  exceeding  £1,500 ; 

exceeding  £800 ; 

but  not  exceeding  £950  ; and 

£1,000  and  the  amount  of  the  income  (in  level  pounds)  to  incomes  exceeding  £950  but  not  exceeding  £1,000  ; 


without  Children. 

Married  Man  with  Three  Children. 

Number  of 
taxpayers  in  certain 
classes. 

Total  produce 
of  the  tax 
in  certain  classes 
(with  present 
allowances 
and 

abatements). 

If  ii  come  all  unearned. 

If  income  all  earned. 

If  income  all  unearned 

Tax  payable. 

Tax  payable. 

Tax  payable. 

Amount. 

Effective 

rate. 

Amount. 

Effective 

rate. 

Amount. 

Effective 

rate. 

£ s. 

d. 

#.  d. 

£ s.  d , 

s.  d. 

£ s.  d. 

*.  d. 

Nil 

_ 

Nil. 

Nil. 

mi 

— 

Nil. 

— 

Nil. 

— 

Nil. 



Nil. 

Nil. 

Nil 

- 

Nil. 

~ 

Nil. 

- 

•1  10 

0 

6 

Nil. 

— 

Nil. 

_ 

Incomes  not.  ex 

ceeding  £250. 

Ait 

— 

Nil. 

Nil. 

— 

4,093,000. 

£7,886,000. 

8 5 

0 

10 

Nil. 

Nil. 

3 0 

0 

4 

Nil. 

— 

Nil. 

— 

11  5 

0 

1 0 

Nil. 

Nil. 

G 0 

0 

7 

Nil. 

Nil. 

- 

15  15 

0 

1 3 

3 7 6 

3 

4 10  0 

4 

10  10 

0 

10 

Nil, 

Nil. 

— 

23  5 

0 

1 7 

9 0 0 

7 

12  0 0 

10 

18  0 

0 

1 2 

3 7 G 

3 

4 10  0 

4 

38  5 

0 

1 11 

20  5 0 

1 

0 

27  0 0 

1 4 

Incomes  exceedinq  £ 250  but  not  exceeding 

1 8 

14  12  G 

9 

19  10  0 

1 0 

£,500. 

752,000. 

£15,532,000. 

56  5 

0 

2 3 

33  15  0 

1 

4 

45  0 0 

1 10 

51  0 

0 

2 0 

28  2 6 

1 

1 

37  10  0 

1 G 

S9  1 

3 

3 0 

60  0 0 

2 

0 

75  0 0 

2 6 

82  10 

0 

2 9 

52  10  0 

1 

9 

65  12  G 

2 2 

113  8 

9 

3 3 

79  10  0 

2 

3 

99  7 6 

2 10 

WG  17 

6 

3 1 

72  0 0 

2 

1 

90  O 0 

2 7 

145  6 

3 

3 8 

105  0 0 

2 

7 

131  5 0 

3 3 

Incomes  exceedinq  £5 

00  but  not  exceedina 

G 

3 3 

87  0 0 

2 

2 

108  15  0 

2 9 

£ 1,000 . 

' 

276,400. 

£27,504.000. 

168  15 

0 

3 9 

138  5 0 

2 

11 

164  1 3 

3 8 

148  2 

6 

3 4 

105  0 0 

2 

4 

131  5 0 

2 11 

178  2 

6 

3 9 

131  15  0 

2 

11 

173  8 9 

3 S 

157  10 

0 

3 4 

112  10  0 

2 

4 

140  12  G 

3 0 

187  10 

0 

3 9 

146  5 0 

2 

11 

182  16  3 

3 8 

17G  5 

0 

3 G 

127  10  0 

2 

G 

159  7 6 

3 2 

247  10 

0 

4 6 

206  5 0 

3 

9 

247  10  0 

4 6 

234  0 

0 

4 3 

178  2 G 

3 

3 

213  15  0 

3 11 

270  0 

0 

4 6 

225  0 0 

3 

9 

270  0 0 

4 6 

256  10 

0 

4 3 

1!)G  17  G 

3 

3 

23G  5 0 

3 11 

281  5 

0 

4 6 

234  7 6 

3 

9 

231  5 0 

4 6 

Incomes  exceedinq  £1.1 

00  but  not  exceed inq 

0 

4 G 

217  10  0 

3 

6 

2G1  0 0 

4 2 

£ 1,500 . 

91,800. 

£22.399,000. 

292  10 

0 

4 6 

243  15  0 

3 

9 

292  10  0 

4 6 

202  10 

0 

4 G 

226  17  G 

3 

6 

272  5 0 

4 2 

315  0 

0 

4 6 

262  10  0 

3 

9 

315  0 0 

4 6 

315  0 

0 

4 6 

245  12  6 

3 

G 

294  15  0 

4 2 

337  10 

0 

4 6 

281  5 0 

3 

9 

337  10  0 

4 6 

337  10 

0 

4 G 

264  7 G 

3 

7 

317  5 0 

4 3 
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3995.  (30)  As  regards  the  scope  of  the  existing 
family  allowances,  it  is  sometimes  suggested  that  the 
children  allowance  should  not  be  entirely  limited  to 
the  case  of  children  under  16.  There  is  something 
to  be  said  for  extending  the  age  limit  to  18  in  the  case 
of  children  who  are  receiving  full  time  instruction 
at  any  school,  college,  university,  or  other  bona  fide 
educational  establishment.  The  cost  to  the  Exchequer 
of  this  extension  would  be  some  £150,000  per  annum. 

3996.  (31)  The  larger  question  remains  whether  the 
graduation  of  the  nominal  rate  of  Income  Tax  (includ- 
ing Super-tax)  by  reference  to  the  amount  of  the 
taxpayer’s  income  calls  for  modification. 

3997.  (32)  At  present  rates  the  tax  undoubtedly 
falls  heavily  upon  all  classes  of  income;  but  it  is 
especially  its  pressure  upon  small  and  medium  incomes 
which  is  the-  subject  of  greatest  complaint.  While 
continuous  efforts  have  been  made  to  graduate  the 
tax  fairly  according  to  the  subject’s  ability  to  pay, 
yet  there  is  probably  a general  feeling  that  the  pres- 
sure is  hardest  upon  taxpayers  in  the  lower  portions 
of  the  scale  and  that  some  fraction  of  their  burden 
might  fairly  be  transferred  to  wealthy  taxpayers. 


3998.  (33)  The  suggestions  made  in  the  succeeding 
paragraphs  are  directed  to  easing  the  pressure  above 
referred  to.  The  matter,  however,  is  one  which  de- 
pends on  individual  judgment,  and  the  suggestions 
which  are  made  in  advance  of  the  outside  evidence 
which  may  be  put  before  the  Royal  Commission  are 
put  forward  with  reserve. 

3999.  (34)  So  far  as  concerns  incomes  up  to  (say) 
£500  a year,  the  suggestions  already  made  in  regard 
to  family  allowances  represent  a substantial  relief  in 
favour  of  taxpayers  who  have  other  persons  depending 
upon  them.  It  is  suggested  that  the  tax  chargeable 
upon  persons  without  family  responsibilities  does  not 
equally  call  for  reduction. 

4000.  (35)  Dealing  next  with  what  may  be  termed 
the  medium  incomes,  it  will  be  recalled  that  above 
£500  the  rate  of  tax  is  increased ; above  £600  the 
abatement  is  reduced  from  £100  to  £70,  and  above 
£700  it  vanishes.  At  £1,000,  £1,500  and  £2,000 
there  are  further  increases  in  the  rate  of  tax  ap- 
plicable to  the  whole  of  the  income.  The  changes  in 
rate  are  as  follows : — 


Earned 
Income. 
s.  d. 

Incomes  not  exceeding  £500  . . 2 3 in  the  £ 

Incomes  exceeding  £500  but  not 

exceeding  £1,000  3 0 „ 

Incomes  exceeding  £1,000  but  not 

exceeding  £1.500  3 9 „ 

Incomes  exceeding  £1,500  but  not 

exceeding  £2.000  4 6 „ 

Incomes  exceeding  £2,000  but  not 
exceeding  £2,500  5 3 „ 


Unearned 

Income. 

*.  d. 

3 0 in  the  £ 

3 9 

4 6 

5 3 
0 0 


4001.  (36)  The  complaint  which  most  frequently 
reaches  the  Board  of  Inland  Revenue  in  connection 
with  this  class  of  income — and  it  is  difficult  to  feel 


that  the  complaint  is  not  well  founded — is  that  the 
Income  Tax  at  present  rates  falls  with  great  severity 
on  professional  and  other  earned  incomes  within  the 
range  between  £500  and  (say)  £2,000  a year. 

4002.  (37)  The  suggestions  above  made  in  regard  to 
the  extension  of  abatements  and  allowances  do  not 
benefit  these  classes  to  any  material  extent.  The 
relief  accorded  by  the  adoption  of  those  suggestions 
would  be  as  follows  : — 


Incomes. 

Exceeding  Not  exceeding 
£500  £1,000 

£1,000  £1,500 

Over  £1,600  the  relief  is  nil. 


Tax  now  paid. 

£27.504,000 

£22,399,000 


Relief, 

£3,000,000 

£1,000,000 


4003.  (38)  Although  it  is  quite  impossible  to  bring 
a question  of  this  kind  to  the  test  of  any  authoritative 
standard,  it  is  suggested  for  the  judgment  of  the 
Royal  Commission  that  should  it  be  found  that  some 
small  part  of  the  burden  upon  these  incomes  can  be 
fairly  transferred  to  a higher  point  in  the  scale,  that 
course  would  be  both  a reasonable  one  and  acceptable 
to  public  sentiment. 

4004.  (39)  The  view  that  the  present  graduation  is 
relatively  more  severe  on  incomes  between  £500  and 
£2,000  than  is  consonant  with  present  day  views  in  the 
great  English-speaking  countries  is  supported  by  com- 
parison with  the  Income  Taxes  of  some  of  the  self- 
governing  Dominions  and  of  the  United  States  of 
America.  This  will  be  seen  on  referring  to  Annexe  I, 
Graph  III.  [see  Appendix  No.  12],  representing  the 
graduation  of  the  tax  on  earned  incomes  in  the 
United  Kingdom,  Australia,  New  Zealand,  the 
Dominion  of  Canada,  and  the  United  States  of 
America.  The  countries  selected  are  countries  in 
which  the  Income  Tax  is  imposed  at  especially  high 
rates,  and  thus  it  would  appear  that  the  pressure  of 
tax  on  medium  incomes  in  this  country  is  peculiarly 
great.  [.See  also  App.  No.  14  (b).] 

4005.  (40)  The  following  figures  illustrate  the  point 
further ; in  the  computation  of  the  figures  the  rates  of 
the  tax  taken  are  those  on  earned  incomes,  and  reliefs 
granted  in  respect  of  dependants  have  not  been  taken 
into  account; 

In  the  United  Kingdom  an  income  of  £600  pays  a 
rate  in  the  £ equivalent  to  29- 85  per  cent,  of  the  rate 
in  the  £ which  is  paid  by  an  income  of  £10,000,  and 
24-30  per  cent,  of  that  paid  by  an  income  of  £100,000. 
In  Australia,  if  the  Commonwealth  and  New  South 
Wales  taxes  are  combined,  the  corresponding  figures 
are  20-60  per  cent,  and  13-99  per  cent. ; in  New 
Zealand,  8-48  per  cent,  and  8-34  per  cent. ; in  the 
Dominion  of  Canada,  20-007  per  cent,  and  5-96  per 
cent. ; in  the  United  States,  17-90  per  cent,  and  6-18 
per  cent.  If  incomes  of  £1,000  and  £1,500  in  lieu  of 
£600  are  taken  the  corresponding  figures  of  com- 
parison with  incomes  of  £10,000  and  £100,000  are  as 
follow  : — 


Rate  of  tax  on  £1,000. 

Rate  of  tax  on  £1,500. 

As  compared 
with  rate  of  tax 
on  £10,000. 

As  compared 
with  rate  of  tax 
on  £100,000. 

As  compared 
with  rate  of  tax 
on  £10,000. 

As.  compared 
with  rate  of  tax 
on;  £100,000. 

United  Kingdom  ... 
Australia 
New  Zealand 
Canada 

United  States  of  America  ... 

Per  cent. 
35-82 
26-46 
19-08 
25-72 
21-52 

Per  cent. 
29-16 
17-98 
1877 
7-67 
7-42 

Per  cent. 
44-77 
32-07 
26-58 
32-51 
34-67 

Per  cent. 
36-45 
21-79 
26-15 
9-69 
11-96 

It  would  no  doubt  be  possible  to  carry  this  com- 
parison too  far : the  precise  value  of  the  comparison 
cannot  be  appreciated  without  a knowledge  of  the 
effect  in  each  country  of  indirect  taxation,  and  of  the 
burden  of  rates  and  other  local  imposts,  together  with 
the  services  secured  thereby.  In  themselves,  however, 
the  figures  are  striking. 


4006.  (41)  While,  however,  analogies  such  as  these 
suggest  that  there  is  a case  for  granting  some  relief  to 
the  medium  incomes,  the  question  is  not  at  all  an  easy 
one.  As  already  stated,  the  cost  to  the  Exchequer  of 
the  suggested  modification  of  the  abatements  and 
family  allowances  is  £8,000,000.  The  cost  of  reduc- 
tion of  the  rate  of  Income  Tax  on  small  or  medium  in- 
comes is  indicated  by  the  following  Table. 
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Table  HI. 

The  cost  of  reducing  the  rate  of  Income  Tax  by  one  penny  in  the  £ in  each  zone  would  be  as  follows  : 


Incomes. 

Un  existing  oasis. 

paragraph  28  have  been  allowed. 

Exceeding. 

Not  exceeding. 

Earned. 

Unearned. 

Earned. 

Unearned. 

£ 

£ 

£ 

£ 

£ 

£ 

130 

250 

243,000 

40,000 

185,000 

36,000 

250 

500 

404,000 

139,000 

329,000 

132,000 

500 

1,000 

340,000 

356,000 

282,000 

335,000 

1,000 

1,500 

161,000 

290,000 

149,000 

282,000 

1,500 

2,000 

101,000 

215,000 

101.000 

215,000 

2,000 

2,500 

76,700 

186,000 

76,700 

186,000 

Totals 

1,325,700 

1,226,000 

1,122,700 

1,186,000 

£2,551,700 

£2,308,700 

could  similarly  be  given  is  limited.  The  possibility  of 
making  good  by  new  taxes  other  than  Income  Tax, 
relief  to  particular  classes  of  Income  Tax  payers  is  re- 
garded as  outside  the  scope  of  this  evidence.  Even 
so,  however,  an  increase  in  the  Super-tax,  though  it 
does  not  actually  relieve  the  pressure  on  medium  in- 
comes, would  mitigate  the  disproportion  in  the  com- 
parative severity  of  the  tax  as  between  medium  and 
large  incomes. 

4008.  (43)  The  categories  of  income  exceeding 
£2,500,  together  with  the  effective  rates  of  tax 
charged  for  1918-19,  are  shown  in  the  following 
Table  : — 


Thus,  for  example,  the  cost  of  reducing  by  3d.  in 
the  £ the  rate  of  Income  Tax  on  all  incomes  not  ex- 
ceeding £2,500  would  (the  suggestions  summarized  in 
paragraph  28  being  assumed  to  be  adopted)  be  three 
times  £2,308,700  or  £6,926,100.  A reduction  by  6d. 
in  the  £ would  cost  double  that  amount. 

4007.  (42)  It  may  well  be  found  that  the  proposed 
relief  at  the  bottom  of  the  scale  of  incomes  (where 
pressure,  it  is  suggested,  is  at  present  heaviest),  in  the 
form  of  increased  marriage  and  children  allowances, 
could  fairly  be  recouped  by  some  increase  in  the 
Super-tax,  but  that  the  extent  to  which  relief  to  the 
medium  incomes  (beyond  the  suggested  extension  of 
the  allowances  referred  to  in  paragraphs  26  and  27) 


Table  IV. 

Table  showing  effective  rates  of  Income  Tax  (including  Super-tax)  on  certain  classes  of 
incomes  ; also  number  of  taxpayers  and  produce  of  the  tax  in  each  class. 


Income. 

Effective  rates 
of  Income  Tax 
(including  Super-tax). 

Number  of 
taxpayers  in 
each  class. 

Produce  of 
tax  in 
each  class. 

£ £ 
Exceeding  2,500  but  not  exceeding  5,000 
„ 5,000  „ „ 10,000 

„ 10,000  „ .,  15.000 

„ 15,000  „ , 20,000 

„ 20,000  „ „ 25,000 

„ 25,000  „ „ 30,000 

„ 30,000  „ „ 40,000 

„ 40,000  „ „ 50,000 

„ 50,000  „ „ 100,000 

„ 100,000  

s.  d.  s.  d. 

From  6 0 to  7 2 

„ 7 2 „ 8 4 

„ 8 4 „ 9 1 

„ 9 1 „ 9 5 

„ 9 5 „ 9 8 

„ 9 8 ,.  9 9 

„ 9 9 „ 10  0 

„ 10  0 „ 10  1 

„ 10  1 „ 10  3 

„ 10  3 „ 10  4 

36,535 

13,974 

4,023 

1,749 

906 

550 

566 

257 

392 

148 

£ 

39.381.000 

35.027.000 

20.063.000 

12.964.000 

8.973.000 

6.779.000 

8.856.000 

5.300.000  ' 

12.697.000 

13.352.000 

4009.  (44)  The  suggestion  has  often  been  made  that 
the  tax  on  exceedingly  large  incomes  should  be  sub- 
stantially increased.  The  produce  of  even  a very  large 


increase  of  this  character  is  shown  by  the  following 
Table,  in  which  the  numerous  possibilities  of  evasion 
due  to  high  rates  are  disregarded  : — 
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Table  Y. 

Illustration  of  additional  revenue  which  (disregarding  possibilities  of  evasion)  might  be  obtained  from  a heavy 
increase  in  the  Super-tax  on  the  highest  incomes. 


Alternative  scales  of  rates. 


#Section  of  the  income. 


Up  to  £10,000  

From  £10,000  to  £15,000 

„ 15,000  „ 20,000 

„ 20,000  „ 25,000 

„ 25,000  „ 30,000 

„ 30,000  „ 40,000 

„ 40,000  „ 50,000 

„ 50,000  „ 75,000 

„ 75,000  „ 100,000 

Above  100,000  


Estimated  gain  in  a full  year 


Scale  A. 

No  increase  on  present 
rates. 

4s 

6d.  in  the  £ 

5 

o 

5 

6 

6 

o 

7 

o 

8 

o 

9 

o 

10 

0 

12 

o 

Scale  B. 


No  increase  on  present 
rates. 

5s.  Of 1.  in  the  £ 

6 0 


j 9 0 

10  0 
11  0 
12  0 


£11,000,000 


£15,800,000 


* The  Super-tax  is  charged  at  different  rates  on  different  sections  or  slices  of  income.  Thus,  under  the  existing  scale 
Super- tax  on  an  income  of  £3,800  would  be  charged  : 


At  Is.  in  the  pound  on  the  £500  between  £2,000  and  £2,500. 


„ Is.  6 d. 
„ 2s. 


£500  „ £2,500  and  £3,000. 

£300  „ £3,000  and  £3,300. 


The  effective  rates  of  Income  Tax  (at  6s.  in  the  £)  combined  with  Super-tax  under  the  two  foregoing 
alternative  scales,  as  compared  with  the  existing  effective  rates,  would  be : — 


Income. 

Effective  rate  of  tax  per  £1  of  income. 

On  existing  scale. 

On  Scale  A. 

On  Scale  B. 

£ 

10,000  

15.000  

20.000  

25.000  

30.000  

40.000  

50.000  

75.000  

100,000  

150.000  

200.000  

500,000  

1,000,000  

s.  d. 

8 4 

9 1 
9 5 
9 8 
9 9 

10  0 
10  1 
10  3 
10  3 
10  4 
10  5 
10  5 
10  6 

s.  d. 

8 4 

9 1 
9 7 
9 11 

10  3 

11  0 

11  7 

12  9 

13  6 
15  0 
15  9 
17  1 
17  7 

s.  d. 
3 4 
9 3 
9 11 

10  7 

11  2 
12  1 
12  8 

13  9 

14  7 

15  9 

16  4 

17  4 
17  8 

4010.  (45)  On  the  other  hand,  if  the  Super-tax  on 
all  incomes  exceeding  £2,500  were  increased  to  any 
substantial  extent  the  revenue  to  be  obtained  would 


(subject  to  the  possibilities  of  evasion)  he  more  con- 
siderable. The  following  Tables  indicate  the  results 
which  might  be  anticipated:  — 
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Table  VI. 

Illustration  of  amount  of  additional  revenue  which  might  be  obtained  from  a general  increase  in  the  rate 

of  Super-tax. 

(Note.— In  Scale  D the  increase  affects  all  incomes  exceeding  £2,500  ; in  the  other  Scales  it  affects  all  incomes  exceeding 
£3,500,  but  the  effect  of  the  increase  is  very  small  until  the  income  substantially  exceeds  these  amounts— see 
Table  of  effective  rates  below.  As  that  Table  ignores  fractions  of  a penny,  fractional  increases  are  either  not 
shown  or  are  shown  as  increases  of  a penny.) 


Rate  of  Super-tax  per  £1  of  income. 


Total  Income 
(incomes  above 
£2,500 

chargeable  with 
Super-tax). 


"Section  of  the  income  (incomes 
above  £2,500  chargeable). 


_(!)_ 


Exceeding 

£ 

2,000 

2.500 

3.000 

3.500 

4.000 

4.500 

5.000 

5.500 

6.000 

6.500 

7.000 

7.500 

8.000 

8.500 
9,000 
9,600 

10,000 


Not  exceeding 
£ 

2,000 

2.500 

3.000 

3.500 

4.000 

4.500 

5.000 
5,600 

6.000 

6.500 

7.000 

7.500 

8.000 

8.500 
9,000 

9.500 

10,000 


Existing  Scale 
(up  to  4s.  6rf. 
on  all  income 
above  £10,000). 


(2) 


Alternative 
Scale  A (up  to  6s. 
on  all  income 
above  £7,000). 

(3) 


s.  d. 
Ml 
1 0 
1 6 
2 0 
2 0 
2 6 
2 6 
3 0 
3 0 


Estimated  gain  in  a full  year  . 


s.  d. 
Mil 
1 0 


£14,200,000 


Alternative 
Scale  B (up  to 
7s.  6 d.  on  all 
income  above 
£8,500). 

CD 


Alternative 
Scale  C (up  to  9s. 
on  all  income 
above  £10,000). 

(5) 


s.  d. 
Nil 
1 0 
1 6 
2 0 
2 6 
3 0 

3 6 

4 0 

4 6 

5 0 

5 6 

6 0 


£23,000,000 


£30,900,000 


Alternative 
Scale  I)  (up  to  9s. 
on  all  income 
above  £7,500). 

(6) 


Nil 
1 0 


£38,500,000 


* The  Super-tax  is  charged  at  different  rates  on  different  sections  or  slices  of  income.  Thus,  under  the  existing  scale 
(column  2),  Super-tax  on  an  income  of  £3,300  would  be  charged 

At  Is.  in  the  pound  on  the  £600  between  £2,000  and  £2,500, 

Is.  6 d.  „ £500  „ £2,500  and  £3,000, 

t>  2s.  „ „ £300  „ £3,000  and  £3,300. 

The  effective  rates  of  Income  Tax  (at  6s.  in  the  £)and  Super-tax  combined,  under  the  existing  and  the 
four  foregoing  alternative  scales  of  Super-tax,  would  be  as  follows : — 


£ 

2,750 

3.000 

4.000 

5.000 

6.000 

7.000 

8.000 
9,000 

10,000 

11,000 

12,000 

13.000 

14.000 

15.000 

20.000 

25.000 

30.000 

40.000 

50.000 
100,000 
160,000 


Effective  rate  of  tax  (Income  Tax  and  Super-tax)  per  £1  of  income. 


Existing  Scale. 


s.  d. 
6 4 

6 5 
6 10 

7 2 
7 5 

7 9 

8 0 
8 2 
8 4 
8 7 

8 9 
8 10 

9 0 
9 1 
9 5 


9  9 
10  0 
10  1 
10  3 


Alternative  Scale 

A. 


6  4 

6 5 
6 10 

7 4 

7 10 

8 4 

8 9 

9 2 
9 5 
9 8 
9 10 

10  0 
10  2 

10  3 
10  8 

11  0 
11  2 
11  4 
11  6 
11  9 
11  10 


Alternative  Scale 

B. 


s.  d. 

6 4 

6 5 
6 10 

7 4 

7 10 

8 4 
8 10 

9 4 
9 9 

10  1 
10  4 

10  7 
10  10 

11  0 

11  7 

12  0 
12  3 
12  7 

12  9 

13  1 
13  3 


Alternative  Scale 

C. 


6  4 

6 5 
6 10 

7 4 

7 10 

8 4 
8 10 

9 4 
9 10 

10  3 
10  8 

11  0 

11  3 
11  6 

12  5 
12  11 

13  3 
13  8 

13  11 

14  6 
14  8 


Alternative  Scale 

D. 


7 9 

8 5 

9 1 
9 10 

10  5 
10  10 

11  3 

11  7 
11  10 

12  0 

12  3 
12  11 

13  4 


14 

14 


4011.  (46)  In  the  past,  fears  have  often  been  ex- 
pressed that  even  a moderate  Super-tax  would  drive 
capital  out  of  the  country.  The  circumstance  that 
income  accruing  to  residents  in  this  country  from 
foreign  securities,  stocks,  shares  and  rents  is  now 
chargeable  to  Income  Tax  and  Super-tax  although 


not  actually  remitted  to  this  country  limits  this 
danger,  and  the  high  rates  of  taxation  likely  to 
prevail  in  future  in  the  Dominions  and  in  many 
foreign  countries  limit  the  probability  of  rich  tax- 
payers leaving  the  country  in  order  to  avoid  high 
taxation.  Moreover  much  of  the  capital  of  the 
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country  is  of  a character  which  cannot  easily  be 
removed. 

4012.  (47)  There  may,  however,  be  countries  which 
would  be  glad  to  cater  for  rich  immigrants,  and  if 
the  Super-tax  were  forced  up  to  such  heights  as 
rich  taxpayers  would  regard  as  representing  unjust 
“ class  ” legislation,  a great  deal  of  income  would  be 
permanently  lost  to  this  country.  Moreover,  the  suc- 
cess of  a substantial  tax  always  rests  to  a large  extent 
on  the  goodwill  of  the  tax-paying  public.  The  absence 
of  that  goodwill  leads  to  the  adoption  of  all  kinds  of 
subterfuges  within  the  four  corners  of  the  law — apart 
from  the  possibility  of  fraudulent  methods — with  a 
view  to  avoiding  liability  in  whole  or  part. 

4013.  (48)  It  is  on  the  other  hand  suggested  that 
no  serious  loss  of  revenue  from  these  causes  would 
be  produced  by  a reasonable  increase  in  the  Super- 
tax which  commanded  public  acceptance  as  designed 
to  secure  a fairer  incidence  of  the  Income  Tax  and 
Super-tax  among  the  different  classes  of  the  com- 
munity. 

4014.  (49)  It  is  suggested  that  an  increase  of  the 
Super-tax  on  incomes  exceeding,  say,  £5,000  designed 
to  recoup  the  loss  of  revenue  due  to  the  increased 
allowances  summarized  in  paragraph  28  and  the 
smaller  possible  adjustments  which  will  be  referred 
to  in  paragraphs  59  to  61  and  65  et  seq .,  and  to  give 
some  further  small  measure  of  relief  to  small  and 
medium  incomes  by  reduction  of  the  rate  of  tax  on 
incomes  up  to  (say)  £2,500,  should  command  accept- 
ance as  just  and  equitable. 

PART  IV. 

Practical  methods  of  giving  effect  to  graduation. 

4015.  (50)  The  existing  practical  method  of  giving 
effect  to  the  graduation  of  the  tax  for  incomes  not 
exceeding  £2,5U0  combines  the  allowance  of  abatements 
with  alterations  (in  zones)  in  the  nominal  rates  of 
tax,  and  it  is  suggested  that  this  method  is  the  right 
method  for  this  country.  Whatever  may  be  the  prin- 
ciples underlying  the  graduation  of  Income  Tax  in 
other  countries,  the  scheme  of  graduation  in  this 
country  has  of- late  been  developed  with  the  objects  of 
relieving  from  tax  incomes  not  exceeding  an  amount 
bearing  some  relation  to  the  minimum  cost  of  subsis- 
tence and,  by  devices  of  abatement  or  otherwise,  of 
diminishing  the  rate  of  duty  in  the  case  of  small  in- 
comes exceeding  that  amount,  upon  which  the 
standard  rate  of  tax  would  impose  an  excessive 
burden.  These  objects  are  reflected  in  the  method  of 
graduation  adopted. 

4016.  (51)  Moreover  it  is  submitted  that  the  method 
is  possessed  of  such  practical  convenience  (as  compared 
with  alternative  methods)  from  the  point  of  view  of 
the  taxpayer,  no  less  than  from  that  of  the  officials 
administering  the  tax,  that  it  should  not  be  departed 
from. 

4017.  (52)  It  will  be  recalled  that  it  is  no  part  of 
the  scheme  of  the  British  Income  Tax  that  the  tax 
should  be  assessed  directly  upon  the  taxpayer  in  a 
single  sum.  It  is  in  part  collected  at  the  source  ( e.g ., 
from  the  companies  from  which  the  taxpayer  receives 
dividends)  and  in  part  included  in  direct  assessment 
upon  the  taxpayer  at  the  various  places  where  his 
income  may  arise.  It  often  occurs  then  that  a tax- 
payer receives  part  of  his  income  under  deduction  of 
tax  and  is  assessed  for  the  remainder  of  his  income  in 
several  different  places.  Collection  at  the  source,  the 
maintenance  of  which  is  the  first  essential  to  the 
practical  success  of  the  Income  Tax,  is  readily  work- 
able so  long  as  the  graduation  of  the  tax  is  effected 
by  the  present  method.  In  order  to  make  assess- 
ments correctly  on  parts  of  a taxpayer’s  income  under 
the  present  method,  it  is  necessary  to  know  only 
within  broad  limits  the  amount  of  the  total  income, 
that  information  being  sufficient  to  establish  the 
amount  of  the  abatement  which  has  to  be  granted 
and  the  rate  of  tax  which  has  to  be  charged  upon 
the  balance  of  the  income.  If,  however,  the  present 
simple  methods  of  graduation  were  discarded  in 
favour  of  some  mathematical  formula  under  which 
the  rate  of  tax  varied  with,  say  each  pound  of  income, 
it  would  be  necessary  to  know  the  exact  amount  of  the 
total  income  before  an  assessment  upon  any  part  of 
the  income  could  be  accurately  made,  and  any  neces- 
sary adjustments  of  an  assessment  upon  any  part  of 


the  income  would  disturb  the  rate  of  tax  chargeable 
on  all  other  parts.  While,  moreover,  the  present 
method  of  graduation  is  easy  to  apprehend,  a mathe- 
matical formula  would  try  the  intelligence  of  a large 
proportion  of  the  general  public  (who  neither  are  nor 
can  reasonably  be  expected  to  be  expert  mathemati- 
cians). The  time  of  the  tax  officials  would  thus  be 
occupied,  not  only  in  corresponding  with  each  other 
in  order  to  collect  particulars  of  income  derived  by 
taxpayers  from  other  parts  of  the  country,  but  also 
in  striving  to  appease  distracted  taxpayers  by  explain- 
ing the  complications  of  the  system  in  its  application 
to  their  particular  assessments.  It  is  hardly  too 
much  to  say  that  the  adoption  of  such  a method  of 
graduation  under  the  existing  scheme  of  the  tax  might 
involve  a breakdown  of  the  machine. 

4018.  (53)  On  the  other  hand  the  present  method 
oontains  an  imperfection  which  ought  undoubtedly  to 
be  remedied.  This  anomaly  consists  in  over-abrupt 
rises  in  the  effective  rate  at  certain  points,  the  rises 
being  sometimes  described  as  “ jumps.”  In  graphs  I, 
Ia  and  II,  Annexe  I,  [Sec  App.  No.  12],  illustrating 
the  general  scale  of  graduation  in  this  country,  the 
“ jumps  ” appear  as  steps  in  the  line. 

4019.  (54)  The  nature  of  the  anomaly  is  best  seen 
by  taking  a particular  example.  For  instance,  the 
tax  on  an  earned  income  of  £1,500  is  charged  at  the 
rate  of  3s.  9d.  At  that  point  the  rate  changes,  and 
tax  on  an  earned  income  of  £1,501  is  charged  at  the 
rate,  not  of  3s.  9d.  but  of  4s.  6d.  The  result  is  that 
an  earned  income  of  £1,500  after  payment  of  tax  is 
reduced  to  £1,218  15s.  and  a like  income  of  £1,501 
after  payment  of  tax  would,  in  the  absence  of  special 
provision,  be  reduced  to  £1,162  5s.  6d.  Such  a posi- 
tion would  of  course  be  intolerable,  and  Parliament 
has  already  provided  in  effect  that  where  an  income 
slightly  exceeds  one  of  the  points  at  which  a “ jump  ” 
occurs,  sufficient  tax  shall  be  remitted  to  render  the 
taxpayer  no  worse  off  than  if  his  income  had  only  just 
reached  the  point  at  which  the  rate  of  tax  changes. 
Thus  a taxpayer  with  an  income  slightly  in  excess 
of  £1,500  is  relieved  from  tax  to  such  an  extent  as  to 
reduce  the  charge  to  (a)  the  tax  (at  the  lower  rate) 
on  £1,500,  plus  (6)  the  excess  of  his  income  over  that 
amount.  Instead  of  paying  the  tax  at  the  increased 
rate  on  his  full  income  he  makes  over  to  the  State 
the  actual  excess  of  his  income  over  £1,500  and  is 
assessed  to  tax  at  the  lower  rate  on  the  £1,500  re- 
tained. He  is  thus  left  in  the  same  position  as  if 
his  income  were  precisely  £1,500  in  the  first  instance. 

4020.  (55)  The  extent  of  the  question  may  be  seen 
from  the  following  figures.  Increases  of  income 
between  the  amounts  shown  do  not,  subject  to  the 
reservation  below,  benefit  the  taxpayer  as  the  whole 
of  the  increase  between  those  amounts  is  taken  by 
the  Revenue  in  the  shape  of  increased  tax : — 


Incomes  between... 

Earned  incomes 
£ £ 
...  130  and  131 

affected. 
8.  d. 

5 4 

J!  1) 

400 

, 402 

10  8 

500 

, 517 

12  11 

600 

, 605 

5 10 

700 

, 712 

7 0 

...  1,000 

, 1,046 

3 1 

...  1,500 

, 1,572 

11  7 

...  2,000 

, 2,101 

13  11 

JJ  )! 

...  2,500 

, 2,633 

18  7 

Incomes  between... 

Unearned  incomes 
£ £ 
130  and  131 

affected 
s.  d. 

15  3 

400 

, 403 

10  7 

500 

, 518 

9 2 

„ „ 

600 

, 606 

18  5 

700 

, 716 

3 0 

„ „ 

...  1,000 

, 1,048 

7 9 

<1  X 

...  1,500 

, 1,576 

5 5 

»-  „ — 

...  2,000 

, 2,107 

2 10 

These  margins  are  reduced  in  cases  in  which  jier- 
sonal  allowances  (e.g.,  for  wife  or  children)  are  due 
to  the  taxpayer,  and,  therefore,  especially  in  the 
lower  ranges  of  income,  are  often  less  than  the 
amounts  shown. 

4021.  (56)  Similar  jumps,  but  of  varying  amount, 
occur  in  the  neighbourhood  of  £800  and  £1,000,  at 
which  points  the  allowances  for  wife,  children  and 
other  dependants  cease  to  apply. 
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4U22.  (57)  There  are  no  jumps  at  points  above 
£2,500.  Above  that  figure  the  rate  of  Income  Tax 
is  a uniform  rate  of  6s.  anil  the  Super-tax  which 
applies  to  incomes  above  £2,500  is  graduated 
smoothly:  see  paragraphs  79  to  81. 

4023.  (58)  The  payment  of  an  amount  of  tax  which 
can  be  regarded  as  including  the  whole  of  the  balance 
of  an  income  in  excess  of  a certain  amount  naturally 
creates  a sense  of  grievance  on  the  part  of  those  tax- 
payers who  suffer  it,  and  the  anomaly  is  one  which 
it  is  suggested  calls  for  a remedy.  There  are  various 
methods  of  dealing  with  the  matter,  some  of  which  are 
mentioned  in  the  following  paragraphs. 

4024.  (59)  A possible  course,  which  mitigates  the 
existing  hardship  without  departing  far  from  the 
present  law,  is  to  provide  that  in  the  cases  affected 
the  relief  should  be  extended  so  that  not  more  than 
half  of  the  balance  of  income  in  excess  of  the  point 
at  which  the  change  of  rate  (or  abatement)  occurs 
should  be  paid  over  in  tax.  For  example — 

The  tax  on  an  earned  income  of  £500  (at  2s.  3d. 
in  the  £)  is  £45; 

The  tax  on  an  earned  income  of  £510  (at  3s.  in 
the  £)  would  be  £61  10s. ; 

but  under  the  present  law  the  actual  charge  on  the 
latter  income  is  limited  to  £55,  i.e.,  £45  plus  £10 
(the  amount  by  which  £510  exceeds  £500).  It  would 
be  possible  to  provide  that  the  charge  should  be 
reduced  to  £50,  i.e.,  £45  plus  £5  ( one-half  the 
amount  by  which  £510  exceeds  £500). 

The  cost  of  this  relief  would  be  about  £1,250,000. 

4025.  (60)  A more  complete  remedy  would  be  to 
provide  such  a relief  that  in  the  cases  affected  the 
taxpayer  should  not  suffer  more  than  double  duty  on 
the  balance  of  income  in  excess  of  the  point  at  which 
the  change  occurs.  For  example — 

The  tax  on  an  earned  income  of  £500  (at  2s.  3d. 
in  the  £)  is  £45; 

The  tax  on  an  earned  income  of  £510  (at  3s.  in 
the  £)  would  be  £61  10s. ; — 
but  under  the  present  law  the  actual  charge  (as  ex- 
plained above)  is  limited  to  £55.  It  would  be 
possible  to  provide  that  the  charge  should  be  reduced 
to  £48,  i.e.,  £45,  the  tax  on  £500,  plus  £3,  being 
double  duty  at  3s.  in  the  £ on  £10.  [Nee  App. 
No.  13.] 

The  cost  of  this  relief  would  be  about  £1,300,000. 

4026.  (61)  So  far  as  jumps  arise  from  the  cessation 
or  reduction  of  an  abatement  or  allowance,  another 
method  is  open  for  dealing  with  them.  For  example, 
the  abatement  now  changes  from  £120  to  £100  at 
£400.  It  would  be  possible  to  provide  that — 

An  income  of  £401  should  have  an  abatement  of  £119 

„ „ „ £402  ,,  ,,  ,,  „ ,,  £118 

and  so  on  until  at  £420  the  new  abatement  of  £100  is 
reached. 

The  cost  of  this  relief,  so  far  as  it  goes,  would  not 
be  appreciably  greater  than  that  involved  in  the  use 
in  the  same  connection  of  the  methods  named  in  the 
two  preceding  paragraphs. 

4027.  (62)  Relief  on  the  lines  suggested  in  the  pre- 
ceding paragraph  would  go  a long  way  to  remove  the 
present  imperfection  and  would  be  simple  to  work. 
It  is,  however,  perhaps  open  to  two  objections;  it  still 
leaves  a certain  irregularity  in  the  progression  and  it 
extends  very  considerably  the  area  over  which  the 
marginal  relief  would  need  to  apply.  For  instance, 
at  the  present  time  unearned  incomes  between  £2,000 
and  £2,107  2s.  lOd.  are  granted  marginal  relief : see 
Table  in  paragraph  55.  Under  the  suggestion  made  in 
paragraph  60  incomes  from  £2,000  to  £2,250  would  oe 
granted  that  relief:  i.e.,  all  unearned  incomes  within 
those  limits  would  be  relieved  of  the  normal  charge 
applying  to  incomes  between  £2,000  and  £2,500  (viz., 
6s.  in  the  £),  and  charged  in  lieu  at  5s.  3d.  in  the  £ on 
£2,000,  plus  12s.  in  the  £ (twice  6s.  in  the  £)  on  the 
balance  of  the  income 

4028.  (63)  In  these  circumstances  the  question 
arises  whether  some  more  radical  remedy  can  be  sug- 
gested. The  following  paragraphs,  while  suggesting  a 
possible  solution,  indicate  the  difficulty  with  which  the 
subject  is  beset. 

4029.  (64)  The  search  for  an  alternative  is  difficult 
because  it  is  conditioned  by  the  necessity  to  find  a 
remedy  which  is  reasonably  workable  under  the  exist- 
ing scheme  of  the  tax.  There  is,  however,  a method  by 
which  jumps  could  be  almost  entirely  eliminated 
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(where  they  occur  at  points  in  the  scale  above  £500). 
This  method,  although  it  would  add  very  considerably 
to  administrative  difficulties  and  appreciably  to  the 
cost  of  administration  of  the  tax,  is  at  any  rate 
sufficiently  in  consonance  with  the  general  scheme  to 
be  workable. 

4030.  (65)  This  suggestion  contemplates  no  altera- 
tion in  the  normal  rates,  of  tax  now  existing,  nor 
in  the  points  at  which  the  rates  change,  viz.,  £500, 
£1,000,  £1,500,  £2,000  and  £2,500,  but  would  secure 
a smooth  progression  from  £500  to  £1,000  by  a re- 
adjustment of  the  abatements,  and  smooth  progres- 
sions between  the  remaining  points  at  which  the 
rates  change  by  a special  relief  from  duty. 

4034.  (66)  The  suggestion  is  as  follows:  — 

For  the  present  abatements  there  should  be  sub- 
stituted— 

For  incomes  not  exceeding  £500  an  abatement 
of  £120. 

For  incomes  exceeding  £500  and  not  exceed- 
ing £1,000  an  abatement  equal  to  one- 
quarter  of  the  amount  by  which  the  in- 
come falls  short  of  £1,000. 

For  example : income  £800 ; abatement  one- 
quarter  of  £200,  i.e.,  £50. 

4032.  (67)  In  the  case  of  incomes  exceeding  £1,000 
(up  to  £2,500,  at  which  point  the  uniform  standard 
rate  of  6s.  comes  into  play)  taxpayers  would,  as  now, 
be  liable  to  assessment  at  the  following  rates:  — 


Incomes. 

Rate  in  the  £. 

And  not 

Unearned. 

Earned. 

Exceeding 

exceeding 

s. «/. 

s.d. 

£1,000 

£1,500 

4 0 in  the  £. 

£1,500 

£2,000 

5 3 „ ., 

4 6 „ „ 

£2,000 

£2,500 

<5  0,,  » 

5 3 „ „ 

But  every  taxpayer  would  be  granted  a rebate  of 
duty  (not  at  present  granted)  as  follows:  — 


Incomes. 

Exceeding  And  not  exceeding  s.  d. 

£1,000  £1,500  1 6 in  the  £ on  the  amount 

by  which  the  total 
income  is  less  than 
£1,500. 

£1,500  £2,000  2 3 in  the  £ on  the  amount 

by  which  the  total 
income  is  less  than 
£2,000. 

£2,000  £2,500  3 0 in  the  £ on  the  amount 

by  which  the  total 
income  is  less  than 
£2,500. 


For  example  : 
Income  (unearned)  £1,200 


Present  charge  of  duty  : 
£1,200  at  4s.  6(7.=£270. 
Proposed  charge  of  duty  : 
£1,200  at  4s,  6 d.,  less 
Is.  6(7.  in  tho  £ on  £300 
=£247  10s. 

[See  App.  No.  13.] 

4033.  (68)  The  allowance  of  the  rebate  of  duty 
reduces  the  effective  rate  of  tax  and  produces  a con- 
tinuous graduation  for  incomes  between  £1,000  and 
£2,500,  the  effective  rate  rising  continuously  from 

. d. 


s.  d. 

3 9 in  the  £ unearned  . 

4 6 „ „ 

5 3 „ „ 

6 0 „ „ 


, 3 0 earned  at  £1,000  to 

,39  „ £1,500 

,46  „ £2,000 

,53  „ £2,500 


The  resultant  graduation  is  the  same  as  if  the  scale 
of  rate  were  : — 


Incomes  between 
1.000  and  £1,500 


1,500  and  £2,000 


2,000  and  £2,500 


s.  d. 


3 9 (or  3s.  in  the  case  of  earned 

incomes)  on  the  total  in- 
come and  '2s.  3d.  On  the 
excess  above  £ 1 ,000. 

4 6 (or  3s.  9rf.  in  the  case  of 

earned  incomes)  on  the 
total  income  and  3s.  on  the 
excess  above  £1,500. 

5 3 (or  4s.  6(7.  in  the  case  of 

earned  incomes)  on  the 
total  income  and  3s.  9(7.  on 
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Or,  stated  in  the  same  form  as  the  Super-tax  scale 
of  rates, 

For  every  pound  oi  the  first  £1,000,  3s.  9d.  (or  3s.  in 
the  case  of  earned  incomes), 

For  every  pound  of  the  next  £500,  6s.  (or  5s.  3 d.  in 
the  case  of  earned  incomes), 

and  so  on,  but  the  result  is  achieved  by  a method 
that  is  capable  of  being  used  in  a system  of  taxation 
at  the  source. 

4034.  (69)  There  is  one  class  of  case  in  which  the 
amount  of  the  rebate  of  duty  requires  some  modifi- 
cation, and  that  is  the  case  where  the  taxpayer  is 
entitled  to  a personal  allowance,  e.g.,  an  allowance 
tor  Life  Assurance  premiums.  For  instance,  in  the 
case  of  a taxpayer  with  an  earned  income  of  £1  350 
entitled  to  an  allowance  of  £200  for  Life  Assurance 
premiums,  the  tax  would  be  calculated  in  the  first 
instance  at  3s.  9d.  in  the  pound  on  £1,150. 

40Jf;  (7°)  Jo  grant  a rebate  of  duty  equal  to  tax 
on  £150  at  Is.  6d.  would  leave  him  paying  tax  on 
+ 1S4.i.nx°me  ^>350  at  tile  effective  rate  applicable 
to  that  amount,  but  would  relieve  him  in  respect  of 
the  £200  premiums,  at  the  full  rate  of  3s.  9d.  appli- 
cable to  an  income  of  £1,500.  On  the  other  hand, 
*°  inm  a rebate  of  duty  on  £350  (viz.,  £1,500 
£1,100)  at  Is.  6d.  would  charge  him  at  the  same 
rate  of  tax  as  another  taxpayer  whose  income  is 

f1,150j  and  who  can:Qot  afford  to  pay  £200  for 
Life  Assurance  premiums. 

<1036.  (71)  In  order  to  provide,  in  cases  where  per- 
sonal allowances  are  claimed,  graduation  of  the 
amount  of  tax,  throughout  the  zone,  of  the  same 
character  and  smoothness  as  the  graduation  in  cases 
where  no  such  allowances  are  claimed,  it  is  necessary 
to  adjust  the  rebate  of  duty  by  having  regard  to 
the  rate  of  tax  which  ought  to  be  applied  to  the  per- 
sonal  allowance,  m order  to  produce  that  result^ 

4037.  (72)  The  difference  in  the  effective  rates  at 

the  two  ends  of  the  zone  is  9d«. ; and  graduation  of 
identical  character  and  smoothness  can  be  achieved  bv 
spreading  that  difference  equally  over  the  zone,  and 
reducing  the  rate  of  3s.  9d.,  originally  applied  to  the 
personal  allowance,  by  one  five-hundredth  of  9d  for 
each  pound  by  which  the  income  falls  below  the  upper 
limit  of  the  zone.  r 

4038.  (73)  Thus,  in  the  example  given,  the  rebate  of 
duty  will  be 

9 d. 

£150  x Is.  6 d.  less  £150  x 500  on  £200  premiums, 

i e.,  150  x (18  - 500  x 200)d. 
or,  stated  generally,  the  rate  adopted  for  the  rebate 
of  duty  requires  to  be  reduced  by  the  number  of 
pence  represented  by  nine  five-hundredths  of  the 
number  of  pounds  in  the  allowance. 

4039.  (74)  Although  this  scheme  is  suggested  only 
tor  use  over  the  range  of  incomes  from  £500  to  £2  500 
(so  that  the  taxpayers  concerned  may  be  expected 

liu'7  £ea.  y *°  become  accustomed  to  it),  and 
although  it  produces  a straight  progression  in  the 
amount  of  tax  chargeable  through  the  zones  to  which 
it  applies,  it  is  complicated  and  inconvenient  to  ad- 
minister as  compared  with  the  existing  system  or  with 
the  alternative  proposals  explained  in  paragraphs  59, 

60  and  61. 

4040.  (75)  The  jumps  left  by  this  scheme  would  be 
a very  small  jump  at  £500*,  a larger  jump  at  £2,500 
in  the  case  of  earned  incomes,  and,  in  the  case  only 
of  persons  entitled  to  allowances  for  wife,  children 
or  dependants,  a jump  of  varying  amount  (depending 
upon  the  amount  of  the  allowance  appropriate  to  the 
case)  at  the  point  in  the  scale  of  incomes  at  which  it  is 
decided  to  bring  those  allowances  to  an  end.  These 
jumps  are  not  of  sufficient  importance  to  interfere 
materially  with  the  smoothness  of  the  progression- 
they  might  be  smoothed  off  in  the  manner  suggested 
m paragraphs  59,  60  or  61  or  by  some  similar  device. 


4041.  (76)  The  graph  in  Annexe  II  [ see  App. 
No.  13]  illustrates — 

(а)  The  existing  graduation. 

(б)  The  graduation  as  it  would  stand  if  the  pro- 

posals in  paragraphs  25  and  60  were 
adopted. 

(c)  The  graduation  as  it  would  stand  if  the  pro- 
posals in  paragraphs  66  and  67  were 
adopted. 

4042.  (/  7)  The  attainment  of  a straight  progression 

in  the  various  zones — a measure  making  for  equity 

necessarily  reduces  the  yield  of  the  tax.  The  pro- 
posals in  paragraphs  66  et  seq.  in  this  way  diminish 
the  yield  to  a considerable  extent.  So  far  as  concerns 
incomes  between  £1,000  and  £2,500  (which  now  con- 
^o^ut6  £58,500,000  in  tax)  the  loss  would  be  about 
£3,250,000.  This  amount,  if  it  be  not  felt  right  to 
recoup  it  from  wealthier  taxpayers,  could  be  recouped 
by  a very  small  increase  in  the  nominal  rates  upon 
the  area  of  incomes  affected. 

So  far  as  concerns  incomes  between  £500  and  £1  000 
the  proposal  involves  more  cost  than  the  suggestion 
made  in  paragraph  25  for  extending  the  abatements 
°n  °tlier  lines>  but  0nly  10  the  extenfc  of 

The  cost  to  the  Exchequer  seems  in  these  circum- 
stances to  weigh  against  the  proposal  much  less  than 
the  complication  which  any  measure  of  this  kind 
involves. 

4043.  (78)  The  methods  of  graduation  above  sug- 
gested will  not  produce  an  absolutely  smooth  curve 
but  they  will  produce  a curve  which  is  sufficiently 
smooth  for  all  practical  purposes.  A formula  method 
ot  graduation  whether  applied  to  the  rate  of  tax  or  to 
the  income,  has,  in  the  Board’s  judgment,  no  advan- 
tages m the  least  degree  comparable  to  the  advan- 
tages of  the  alternative  practical  methods  above 
suggested.  It  would  try  the  temper  of  all  taxpayers : 
it  would  not  fit  in  with  taxation  at  the  source:  it 
would  involve  loss  of  duty  and  increase  inordinately 
the  work  of  the  department  and  the  cost  of  adminis- 
tering the  tax. 

4044.  (79)  It  remains  to  mention  the  method  of 
graduating  the  Super-tax.  In  considering  the  gradu- 
ation of  this  duty  quite  different  considerations  apply 
Ihe  number  of  assessments  is  limited  and  each  tax- 
payer is  charged  direct  upon  his  total  income  in  a 
single  sum. 

4045.  (80)  At  present  the  Super-tax  is  charged  on 
incomes  exceeding  £2,500  and  the  scale  of  rates  is  as 
follows : — 

In  respect  of  the  firet  £2,000  of  income,  Nil.  In 
respect  of  the  excess  over  £2,000  : 

For  every  pound  of  the  first  £500  of  the  excess  (£2,000-£2,500)  /'  0 

” ” " next.  500  „ (£2,500-£3,000). ! 1 6 


1,000 
1,000 
1.000 
, 2,000 
„ 2.000 
remainder 


(£3,000-£4,000)  . 
(£4, 000- £5, 000).. 
(£5,000-£G,000).. 
(£6,000-£8,000).. 
(£8,000-£li 
(above  £10,000) 


to  f ivfrt,  SUE?  • * £50°  the  extreme  case  extend  only 

to  £ 13  10s.  duty  ; in  cases  where  there  are  large  allowances,  c.a. 
tor  children,  it  would  be  smaller  and  may  even  be  extinguished.'7 


4046.  (81 1 The  principle,  adopted  in  this  scale,  of 
charging  different  sections  of  income  at  different  rates 
gives  a result  which  approximates  closely  to  the  result 

by  a formula  method  as  regards  the  smoothness 
of  the  curve  which  represents  the  scale  of  effective 
rates  (see  graphs  I.  and  II.  in  Annexe  I.)  [ see  App. 
INo.  12],  and  it  is  suggested  that  no  alteration  of  the 
present  method  is  called  for. 

PART  V 

Differentiation. 

4047.  (82)  The  term  “ differentiation  ” in  its  appli- 
cation to  the  British  Income  Tax  implies  the  charging 
of  a lower  rate  of  tax  upon  “ earned  ” incomes  than 
upon  incomes  of  like  amount  which  are  “ unearned.” 

4048.  _ (83)  The  early  history  of  the  subject  is  con- 
tained in  the  memorandum  on  the  History  of  Differ- 
entiation [ see  App.  No.  7 (5)]  which  accompanies  this 
evidence,  and  which  shows  that,  in  spite  of  continuous 
and  determined  efforts  by  would-be  reformers  of  the 
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Income  Tax  system,  the  tax,  till  1907,  was  levied  with- 
out account  being  taken  of  the  nature  of  the  income 
assessed. 

4049.  (84)  The  Dilke  Committee  of  1906  was  ap- 
pointed “ to  inquire  into  and  report  upon  the 
practicability  of  graduating  the  Income  Tax,  and  of 
differentiating  for  the  purpose  of  the  tax,  between 
permanent  and  precarious  incomes.” 

4050.  (85)  The  Report  of  the  Committee  as  regards 
differentiation  is  set  out  in  the  Annexe  to  the 
Historical  Note  above  referred  to  (paragraph  83). 

4051.  (86)  The  Committee,  in  recommending  differ- 
entiation between  “ earned  ” and  “ unearned  ” in- 
come, expressly  stated  that,  they  were  “ not  able  to 
provide  a completely  logical  and  satisfactory  definition 
of  what  constitutes  an  earned  as  distinguished  from 
an  unearned  income,”  and  came  to  the  conclusion  that 
“ the  line  of  demarcation  is  not  strictly  logical  or 
accurate.” 

4052.  (87)  The  statutory  definition  of  “ earned  ” 
income,  built  up  on  the  recommendations  of  the  Com- 
mittee, is  as  follows:  — 

“ For  the  purposes  of  this  section  the  expres- 
sion ‘ earned  income  ’ means — 

“ (a)  any  income  arising  in  respect  of  any 
remuneration  from  any  office  or  em- 
ployment of  profit  held  by  the  indi- 
vidual, or  in  respect  of  any  pension, 
superannuation,  or  other  allowance,  de- 
ferred pay,  or  compensation  for  loss  of 
office,  given  in  respect  of  the  past 
services  of  the  individual  or  of  the 
husband  or  parent  of  the  individual  in 
any  office  or  employment  of  profit,  or 
given  to  the  individual  in  respect  of 
the  past  services  of  any  deceased  per- 
son, whether  the  individual  or  husband 
or  parent  of  the  individual  shall  have 
contributed  to  such  pension,  super- 
annuation allowance,  or  deferred  pay, 
or  not;  and 

“ ( b ) any  income  from  any  property  which 
is  attached  to  or  forms  part  of  the 
emoluments  of  any  office  or  employment 
of  profit  held  by  the  individual ; and 
“ (c)  any  income  which  is  charged  under 
Schedule  B or  Schedule  D,  or  the  rules 
applicable  to  Schedule  D,  and  is  im- 
mediately derived  by  the  individual 
from  the  carrying  on  or  exercise  by 
him  of  his  trade,  profession,  or  voca- 
tion, either  as  an  individual,  or,  in  the 
case  of  a partnership,  as  a partner  per- 
sonally acting  therein.” 

4053.  (88)  The  proper  line  of  demarcation  between 
“ earned  ” and  “ unearned  ” income  is  one  of  those 
questions  arising  in  connection  with  Income  Tax 
which  are  not  susceptible  of  a strictly  scientific  solu- 
tion. The  success  of  the  Committee,  however,  in 
providing  an  adequate  practical  solution  may  be 
judged  by  the  small  amount  of  criticism  which  the 
differentiation  provisions  of  the  Income  Tax  have 
provoked. 

4054.  (89)  Criticism  has  for  the  most  part  centred 
round  two  points  dealt  with  in 'the  following  para- 
graphs. 

4056.  (90)  Firstly,  there  is  the  question  of  the 
charge  on  small  incomes  derived  from  the  investment 
of  savings  originating  from  the  personal  exertion  of 
the  investor.  In  this  case  it  is  sometimes  contended 
that  it  is  a hardship  that  a man  who  derives  an  income 
from  personal  exertion  which  is  taxed  as  it  arises,  and 
prudently  saves  a portion  of  the  income  to  make 
provision  for  ithe  time  when  his  earning  capacity  will 
cease  or,  at  any  rate,  appreciably  diminish,  should 
again  be  taxed,  and  this  time  at  a higher  rate  (an 
unearned  income  rate),  on  the  interest  derived  from 
the  investment  of  savings. 

4056.  (91)  It  is  obvious  that,  while  the  inoome  out 
of  which  the  savings  were  made  may  have  been  earned 
income,  yet  the  income  aebruing  from  the  investment 
of  the  savings  was  in  no  sense  earned  by  the  recipient, 
but  was  earned  for  him  by  some  other  person.  More- 


over, as  a practical  question,  apart  from  the  merits 
of  the  argument,  it  would  be  difficult  for  a taxpayer 
with  a number  of  investments  to  earmark  any  one  of 
these  as  being  the  result  of  savings  out  of  earned 
income,  and  quite  impossible  to  check  his  statement; 
broadly  it  would  become  necessary,  as  a practical 
measure,  to  tax  at  the  lower  rate  the  whole  income 
of  any  taxpayer  who  had  not  inherited  wealth. 


4057.  (92)  Secondly,  there  is  the  so-called  hard  case 
arising  when  a firm  has  been  converted  into  a private 
limited  liability  company,  the  original  partners  be- 
coming the  sole  shareholders  and  managing  directors, 
and  being  thus,  so  far  as  the  earning  and  the  disposal 
of  the  profits  are  concerned,  broadly  speaking,  iin  the 
same  position  as  they  were  before  the  incorporation 
of  the  company.  It  is  pointed  out  by  critics  of  the 
existing  system  that  the  whole  of  the  incomes  of  the 
proprietors  of  the  business,  whether  taken  as  salaries 
for  management,  interest  on  capital,  or  a share  of  the 
profits,  would  be  treated  as  earned  income  so  long 
as  tlie  proprietors  were  partners  in  a firm ; while 
upon  the  proprietors  becoming  shareholders  and 
directors  in  a private  limited  company  only  the 
directors’  remuneration  as  paid  under  the  Articles 
of  Association  would  be  so  treated,  any  sums  drawn 
out  as  dividends  being  deemed  to  be  unearned  income. 

4058.  (93)  Theoretically  it  may  be  true  that  there 
is  a disparity  in  the  fact  that  proprietors  as  partners 
in  a firm  may  be  over-favourably  treated,  their  whole 
profit  being  treated  as  earned  notwithstanding  the 
element  of  return  on  capital  which  the  profit  includes. 
But  if  it  be  remembered  that  the  conversion  of  a firm 
into  a company  carries  with  it  the  limitation  of 
liability  to  the  actual  amount  of  capital  at  stake  in 
the  company  (as  opposed  to  the  partners’  total 
estates),  as  well  as  greater  facilities  for  transfer  of 
the  proprietors’  interests  in  the  business  whether  dur- 
ing their  lifetime  or  after  their  death,  the  charge  of 
a higher  rate  of  tax  on  the  part  of  the  profit  which  is 
taken  as  dividend'  and  may  therefore  be  presumed  to 
represent  return  on  capital  rather  than  reward  foi 
personal  services  is,  it  is  suggested,  reasonable. 

4059.  (94)  The  Dilke  Committee  considered  these 
cases  during  their  investigations  but  made  no  specific 
recommendations  on  them  in  their  Report,  confining 
themselves  to  general  definitions  of  “ earned  and 
“ unearned  ” income,  admitting  that  these  definitions 
were  not  strictly  scientific  nor  entirely  comprehensive 
but  confident  that  they  were  an  acceptable  compromise 
for  the  practical  conditions  of  a complicated  world. 

4060  (95)  The  general  proposals  of  the  Committee 
in  regard  to  differentiation  were  immediately  accepted 
by  the  Legislature  and  in  the  Finance  Act  of  1907 
earned  incomes,  in  cases  in  which  the  total  income  did 
not  exceed  £2,000,  were  charged  at  9d.  in  the  £ m lieu 
of  Is.  in  the  £.  , , 

4061.  (96)  Since  that  year  the  position  has  been 
modified  more  especially  by  the  increased  rate  of  tax 
and  by  the  extension  of  graduation.  At  the  present 
time  the  differentiation  is  granted  where  the  total 
income  does  not  exceed  £2,500  (as  compared  with 
£2  000  in  1907)  and  the  rate  of  tax  on  earned  is  less 
than  the  corresponding  rate  on  unearned  income  by 


Id.  in  the  £.  , . ,,  . 

4062.  (97)  The  present  abrupt  changes  in  the  rates 
af  tax  on  earned  incomes  produce  the  same  “ jumps 
as  are  produced  by  the  changes  of  the  rate  of  tax 
an  unearned  incomes— see  paragraphs  53  to  78  above, 


[This  concludes  the  evidence-in-chief.'] 


4063.  Chairman : With  regard  to  certain  Questions 
asked  of  you  and  Sir  Thomas  Collins  on  the  7th  May 
by  Mr.  Kerly,  you  have  official  answers  nowr  Unit 
is  so.  I am  putting  them  in. 


[ The  questions  and  answers  are  as  follows.] 

4064.  Mr.  Kerly : Cost  of  collection  1 per  cent. 

Does  this  include  the  whole  of  the  Income  Tax  ana 
Super-tax  cost  to  the  Revenue,  direct  and  indirecti'— 
That  is  the  case.  . , . 

4065.  Collection  at  source.  If  retained,  this  in- 
volves deduction  at  source  of  some  standard  rate,  the 
deduction  to  be  taken  into  account  as  a credit  on 
settling  the  charge  on  each  taxpayer  individually. 
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If  every  taxpayer  has  his  rate  determined,  might  he 
not  then  easily  be  charged  at  the  source  where  his 
income  comes  substantially  from  one  source?  This 
would  meet  all  wages  and  salaries  above  the  total  ex- 
clusion limit? — It  will  be  recalled  that  under  the 
Income  lax  as  now  constituted  the  graduation  in  the 
case  of  small  incomes  is  effected  by  a combination  of 
abatements,  etc.,  with  a reduced  rate  of  tax,  the  re- 
duced rate  being  charged  only  on  the  balance  of  in- 
come after  deducting  the  abatements,  etc.  In  order 
to  secure  the  deduction  from  an  employee  of  the  cor- 
rect tax  it  would  not  be  sufficient  to  determine  his 
rate;  it  would  be  necessary  also  to  determine  what 
traction  of  the  income  is  to  be  charged  at  that  rate, 
or,  in  other  words,  to  determine  the  effective  rate  on 
the  total  income. 

For  example: 

Total  income  £200 

Abatement  £120 

Wife  and  children  allowances  £75 

195 


Tax  at  2s.  3 d.  = 1 Is.  3d. 

Effective  rate  on  total  income  = 0‘28  per  cent. 

To  disclose  to  an  employer  the  precise  amount  of  tax 
payable  by  his  employee  is  to  furnish  him  with  very 
intimate  knowledge  of  the  employee’s  financial  circum- 
stances. It  would  not  appear  desirable  in  these 
circumstances  to  alter  the  general  system  of  assess- 
ment  of  Income  Tax  on  salaries  and  wages  to  one  of 
collection  at  the  source.  In  the  case  of  those  salaries 
and'  wages  (e.g.,  of  Government  employees)  which 
under  existing  law  are  taxed  by  deduction,  and  in  the 
case  of  income  from  house  property  taxed  at  the 
source  the  Board  already  arrange  as  far  as  possible 
that  the  deduction  should  be  made  at  the  effective 
rate-  Any  further  extension  of  this  method  (while  it 
would  have  advantages  for  the  Revenue)  would,  it  is 
feared,  be  found  to  be  full  of  difficulty. 

4066.  ‘‘  Taxation  is  more  complicated  here  than 

abroad1.  Is  not  this  due  to  three  main  causes: (1) 

Ihere  is  more  provision  for  special  cases  and  hard- 
ships than  in  continental  countries.  (2)  The  legisla- 
tion is  more  detailed,  just  as  the  Common  Law  is 
more  detailed  than  (say)  the  Code  Napoleon,  and  de- 
vised to  leave  less  to  administrative  discretion.  (3) 

I he  reluctance  to  make  a new  start  when  new 
principles  are  adopted,  so  that  we  put  one  patch  upon 
another? — I agree. 

[Questions  4067  and  4068  were  addressed  to 
Sir  Thomas  Collins .] 

4067.  Would  it  not  be  advantageous  to  make  the 
Income  Tax  return  and  payment  of  a person  avail- 
abie  in  evidence  wherever  his  income  becomes  a matter 
of  inquiry?  In  cases  in  court,  e.g.,  personal  injury 
cases,  the  judges  refuse  to  make  the  claimant  dis- 
close, though  frequently  the  return  would  show  a 
great  exaggeration  of  his  income  on  the  claim  or  else 
an  under-payment  of  tax.  On  the  recent  inquiry  in 
respect  of  the  civil  liabilities  of  soldiers  there  were 
literally  thousands  of  cases  of  claimants  who  alleged 
they  had  lost  incomes  of  £300-£500  a year,  but  had 
paid  no  tax  and  made  no  returns?— The  returns  and 
other  information  upon  which  Income  Tax  assess- 
ments are  based  are  rendered  in  confidence,  and  it  is 
a matter  of  public  concern,  and  undoubtedly  con- 
clucive  to  the  successful  administration  of  the  tax 
that  taxpayers  should  be  able  to  rely  on  secrecy  bein<^ 
stnctly  maintained.  This  is  not  merely  the  view  of 
the  Department,  but  is  also  that  of  the  Legislature,  as 
expressed  in  the  Income  Tax  Acts.  While  the  Depart- 
ment is  bound  to  do  its  utmost  to  honour  the  pledge 

SMr6^  Ucde1'  whclch  if>  obtains  information,  aid 
6refr,refrain  -from  being  a consenting 
party  to  any  disclosure,  it  is  possible  that  exceptional 
cases  may  arise  where  the  particular  public  interest 
which  it  is  the  Department’s  duty  thus  to  safeguard 
may  be  outweighed  by  public  interests  of  greater  im- 
portance. The  Department,  however,  cannot  be  the 
best  judge  as  to  when  this  position  may  be  reached. 

^ c have  expressly  reserved  to  themselves  the 
3*.  °f  +"na,ly  3«dgmg  in  this  matter.  and  of  com- 
P,elh“g,fhe  disclosure  of  Income  Tax  information 
should  they  be  satisfied  that  the  bal/n^e  of  public 
interest  justifies  such  a course  being  taken. 


The  question  instances  two  classes  of  cases : 

(i.)  actions  between  subjects,  and 
(ii.)  claims  made  by  subjects  against  the  State. 
As  regards  (i.),  a greater  disposition  on  the  part 
of  the  public  to  reticence  with  regard  to  their  busi- 
ness affairs,  or  even  more  undesirable  results,  would 
be  particularly  liable  to  ensue  if  Income  Tax  informa- 
tion were  made  generally  available  as  evidence  in 
connection  with  actions  for  recovery  of  debt,  actions 
by  employees  for  commission,  actions  for  damages, 
and  similar  actions.  It  is  always  open,  in  actions 
between  subjects,  for  a taxpayer  to  be  asked  to 
produce  evidence  of  his  Income  Tax  payments,  which 
evidence  he  has  in  his  own  possession  or  can  always 
obtain  from  the  Department. 

As  regards  (ii.),  there  might  be  less  objection  than 
in  (i.)  to  making  Income  Tax  information  available, 
as  here  a claim  is  being  made  by  the  subject  against 
the  State,  and  broadly  speaking  the  parties  concerned 
are  identical  with  those  between  whom  the  Income 
Tax  information  has  already  passed.  Where  an  under- 
assessment of  tax  is  revealed  by  statements  made  in 
the  course  of  an  action,  the  under-assessments  can, 
of  course,  be  corrected  whether  the  Income  Tax  in- 
formation has  been  produced  or  not. 

Cl  4068.  Could  not  something  corresponding  to  the 
‘‘  Personal  Application  Department  ” at  Somerset 
House  (Death  Duties)  be  set  up  in  each  Income  Tax 
district  to  assist  the  public  in  making  their  returns 
and  claims  for  repayment? — Surveyors  and  their 
clerks  are  instructed  to  afford  taxpayers  all  necessary 
advme  and  assistance.  In  the  case  of  return  forms 
which  are  of  a complicated  character,  the  public  are 
invited  on  the  forms  to  consult  the  Surveyor  if  thev 
desire  further  information.  Many  persons  avail 
themselves  of  this  help ; and  probably  a larger  number 
would  do  so  if  the  forms,  when  completed,  were  re- 
turnable direct  to  the  Surveyor  instead  of  to  the 
Assessor.  As  an  example  of  the  extent  to  which 
assistance  is  given,  it  may  be  mentioned  that  at  pre- 
sent over  160,000  taxpayers  (including  companies) 
produce  their  accounts  to  the  Surveyor  each  year  on 
or  before  making  their  returns.  A very  large  part 
ot  the  Surveyors  own  time  (in  many  districts  the 
major  part)  is  occupied  in  computing  from  these 
accounts  the  amounts  of  profits  to  be  included  bv 
taxpayers  m their  returns.  The  Surveyor  is  always 
glad  oi  this  opportunity  of  assisting  in  the  prepara- 
tion  of  accurate  statements  and  there  is  no  part  of 
his  duty  to  which  he  attaches  greater  importance. 

As  regards  repayment  claims,  the  first  claim 
nmde  by  the  taxpayer  is  dealt  with  in  the  Surveyor’s 
office,  and  assistance  is  very  frequently  given  there 
in  its  preparation.  Claims  subsequent  to  the  first 
are  made  to  the  Claims  Branch  at  Somerset  House, 
and  the  Surveyor  s office  is  not  so  frequently  resorted 
™ by  tb®  Publlc  when  making  out  these  claims.  His 
office  will  be  resorted  to  more  frequently  and  as  a 
matter  of  course  when  the  contemplated  decentraliza- 
tion of  claims  work  has  been  effected;  and  perhaps 
future  prints  Of  all  claim  forms  might  invite  claimants 
iutvice  Ult  ^ *urvey01'  wIlen  thoy  are  in  need  of 

It  has  not  I consider,  always  been  possible  in  the 
past  to  assist  taxpayers  to  the  full  extent  desirable 
if  “ff0  matters.  Only  in  comparatively  recent  years 
has  the  Income  Tax  been  recognized  as  a permanent 
impost,  and  under-staffing,  which  had  been  of  long 
standing  was  not  fully  remedied  even  by  1914 

SSff  „^d  nar’  l?8h  leeislati»n  added  new'  compli- 
cations and  brought  some  millions  of  additional  per- 
n°art  S ^assessment  Simultaneously,  the  greater 
for  mili^  “d  CJfn°al  Btaff  had  “>  pleased 
retained I /7lce-  part  of  this  staff  has  now 

Ilsf  hfd’  Bnd  large  additions  of  female  clerks  have 
also  been  made,  so  that  there  will  undoubtedly  be 
the  means  henceforward  of  giving  to  taxpayer?  in- 

7faT,d  and  ’if**61:  assistance  as  compared  with  what 
has  been  possible  m the  past. 

would0 that,tlle  convenience  of  the  public 

for  this  ni^bLf^  by  ntting  "P  separate  staffs 
m'oh  Purpose.  The  assistance  sought  varies  very 
ff character.  Sometimes  it  requires  a degre? 
sL™ “Wledge  and  experience  possessed  only  by  the 
yor  himself  At  other  times  the  necessary  assist- 

b«t°  by 'a  0leH°  b ? a"d  Probably  Afforded 

capacity  “on  6+b,  Vs  da,Iy  engaged  in  a practical 
capacity  on  the  particular  class  of  cose  concerned 
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Repayments  can  be  passed  more  expeditiously,  and 
with  less  trouble  to  the  taxpayer,  if  any  assistance 
needed  is  furnished  directly  by  the  officer  who  has 
eventually  to  examine  and  settle  the  claim. 

The  assistance  given  to  taxpayers  has  hitherto 
stopped  short  of  the  actual  filling  up  of  forms.  In 
view  of  the  scope  for  evasion,  it  has  been  regarded 
as  essential  that  it  should  always  be  possible  to  hold 
the  taxpayer  to  a full  responsibility  for  the  complete 
disclosure  of  his  income,  and  to  prevent  excuse  for 
omissions  or  errors  on  the  plea  that  the  form  was 
filled  up  by  an  official  and  not  by  the  taxpayer.  This 
assistance  may  appear  to  fall  snort  of  the  assistance 
given  by  the  Personal  Application  Department  of  the 
Probate  Registry ; but  the  difference  is  in  appearance 
only.  Where  an  applicant  for  grant  of  probate  has 
recourse  to  that  Department  a full  and  detailed 
account  of  the  estate  concerned  is  required  to  be 
filled  up  by  the  applicant  personally,  in  order  that  he 
may  be  held  fully  responsible  for  complete  disclosure. 

The  Personal  Application  Department  then  draws 
up  on  his  behalf  (on  payment  of  a fee)  a form  of 
affidavit,  embodying  the  particulars  given  in  the 
account  of  estate  just  referred  to.  When  sworn  to 
by  the  applicant,  the  affidavit,  with  a copy  of  the 
account  of  estate  is  sent  to  the  Estate  Duty  Office 
for  computation  of  the  Estate  Duty  payable.  Where 
an  Income  Tax  payer  has  recourse  to  the  Surveyor’s 
office  in  connection  with  a return  or  repayment  claim, 
he  is  similarly  required  to  fill  up  one  statement  him- 
self, but  all  subsequent  records  necessary  for  purposes 
of  registration,  assessment,  or  reference  to  other 
offices,  and  all  subsequent  adjustments  and  computa- 
tions are  made  by  the  Department.  So  far  as  any 
comparison  may  be  drawn  between  the  action  of  the 
respective  departments,  it  may  therefore  be  said  that 
there  is  much  in  common  in  the  way  in  which  they 
at  present  deal  with  the  public.  This  does  not,  how- 
ever, lead  me  to  refrain  from  expressing  an  opinion 
that  more  might  be  done  in  the  future  than  has  been 
possible  in  the  past,  or  than  could  be  done  by  our 
existing  establishment,  to  meet  the  reasonable  re- 
quirements of  the  public  for  information  and  assist- 
ance at  our  hands,  and  that  any  additional  conveni- 
ence thus  provided  for  the  public  would  be  well  worth 
the  extra  expenditure  that  would  be  necessary  on 
staff  and  office  accommodation. 

4069.  Chairman:  Mr.  Hopkins,  I have  read  this 
papers  of  yours  with  very  great  interest ; I wish  to 
compliment  you  upon  it;  it  is  a very  valuable  paper, 
full  of  vital  matters  affecting  this  Commission.  How 
will  you  deal  with  it  now?  Would'  you  like  to  make 
a general  statement  on  the  lines  of  your  paper  or  on 
any  points  which  arise  in  this  matter,  emphasizing 
what  you  think  to  be  the  most  important  points?— 
I think  I might  take  some  of  the  points,  if  that  is 
what  you  wish. 

4070.  Yes;  will  you  please  proceed  with  your  re- 
marks?— In  this  evidence  I have  dealt  with  three 
subjects : first  of  all,  the  general  scale  of  the  gradua- 
tion of  the  tax,  the  proportion  of  the  income  which  is 
taken  from  the  small  as  compared  with  the  big  in- 
come, and  so  on ; secondly,  a subject  which  I regard 
as  distinct,  the  practical  methods  adopted  for  giving 
effect  to  the  general  curve  of  graduation  which  is 
decided  upon ; and,  thirdly,  the  old  question,  which 
was  a question  much  debated  in  the  last  century,  the 
question  of  the  differentiation  of  the  rate  of  the  tax 
as  between  earned  and  unearned  income. 

4071.  The  distinction  between  the  first  two  of  those 
points  always  seems  to  me  to  be  a very  important 
one.  There  is  a school  of  economists  whose  home  is 
to  a large  extent  in  Holland,  who  are  inclined  to  take 
the  view  that  you  can  arrive  at  the  ideal  graduation 
of  the  Income  Tax  from  a mathematical  formula  as 
such.  They  are  inclined  to  say  to  a practical  man  : 
“ This  is  our  business  and  not  your  business,  and  we 
will  find  a formula  which  gives  the  ideal  curve.” 
Now  to  my  mind  the  question  of  the  general  scale  of 
the  graduation  of  the  Income  Tax  is  certainly  a 
practical  problem  and  is  not  concerned  merely  with 
the  size  of  the  income.  One  man  has  very  heavy 
responsibilities,  another  man  has  none.  To  one  man 
his  responsibilities  may  be  from  the  financial  point  of 
view  a grievous  burden  and  a continual  anxiety, 
while  another  man  may  be  so  rich  that  those 
responsibilities,  from  the  financial  aspect,  are 
practically  nil,  and  he  may  be  regarded  as  purely 


happy  in  possessing  them.  For  that  reason  I approach 
the  general  question  of  the  scale  of  the  graduation, 
not  from  the  mathematical,  but  from  the  practical 
point  of  view. 

4072.  I approach  it,  as  I think  my  proof  shows, 
also  from  this  point  of  view : that  this  is  not  merely 
a question  of  examining  particular  classes  of  incomes 
and  finding  whether  the  tax  upon  those  classes  is 
very  severe,  and  then  arriving  on  that  ground  at  a 
recommendation  that  its  severity  should  be  mitigated. 
Rather,  I look  at  it  like  this.  The  Income  Tax  is 
budgeted  at  the  present  time  to  produce  350  million 
pounds,  and  I take  the  assumption  that  after  any 
operations  upon  it  as  regard®  readjustment  of  the 
graduation,  it  has  still  got  to  produce  that  350  million 
pounds.  In  other  words,  if  it  occurs  to  me  that  the 
burden  of  the  tax  upon  certain  sections  of  the  range 
of  income  ought  to  be  lightened  I test  that  by 
examining  whether  the  burden  can  be  tranferred  to 
other  sections  of  income  in  such  a way  that,  as  it 
seems  to  me,  the  general  incidence  of  the  tax,  looked 
at  as  a whole,  is  fairer  than  before;  and  unless  I can 
answer  that  question  in  the  affirmative  I should  come 
to  the  conclusion  that  things  are  best  left  as  they  are 
at  the  present  time.  In  other  words,  I am  consider- 
ing to-day  simply  the  readjustment  of  a fixed  burden. 
It  would  follow,  I think,  that  if  this  Commission 
decide,  as  they  may  decide,  that  there  are  remissions 
of  taxation  which  ought  to  be  made  under  particular 
aspects  of  the  Income  Tax  law  not  concerned  with 
graduation,  for  example,  Double  Income  Tax,  or 
M asting  assets,  or  things  of  that  kind,  on  the  general 
approach  that  I am  making  to  this  subject  to-day  I 
should  say,  as  the  result  of  what  I have  said,  that 
those  reliefs  ought  to  be  made  good,  not  by  putting 
the  additional  burden  upon  particular  classes  of  tax- 
payers, but  by  a general  increase  in  the  rate,  except 
so  far  as  it  is  possible  to  make  them  good  by  any 
recommendations  that  the  Royal  Commission  may 
ultimately  make  for  improving  the  machinery  of  the 
Income  Tax  in  certain  respects  in  which  it  is  deficient 
at  the  present  time. 

4073.  The  first  thing  that  strikes  me  is  the  dis- 
parity, as  it  has  always  seemed  to  me,  of  the  ratio  of 
the  ordinary  abatement  limit  which  is  granted  to  the 
smaller  incomes  up  to  £400  or  £500,  and  the  allow- 
ance which  so  far  is  granted  in  respect  of  family 
responsibilities.  The  allowance  in  the  Income  Tax 
of  abatements  on  account  of  family  responsibilities, 
of  course,  is  quite  a recent  growth,  and  perhaps 
it  may  be  said  that  so  far  the  Legislature 
has  been  merely  feeling  its  way.  I have  thrown 
out  a suggestion  in  my  evidence  that  the  allow- 
ance in  respect  of  a wife,  as  it  is  called,  should 
be  increased  to  £60,  and  the  children  allowance  to 
£30,  those  figures  being  in  a ratio  with  the  ordinary 
abatement  of  4:2:1.  I make  the  small  suggestion  in 
passing  too,  that  the  allowance  which  is  now  called 
an  allowance  for  a wife  might  much  more  properly 
be  called,  let  us  say,  a marriage  allowance,  because, 
in  fact,  it  is  given  to  a husband  in  respect  of  a wife 
when  the  husband  has  the  income,  but  it  is  equally 
given  to  the  wife  in  respect  of  the  husband  when  the 
wife  has  the  income. 

4074.  Another  thing  which  is  continually  brought 
to  the  notice  of  the  Board  of  Inland  Revenue  in  the 
ordinary  administration  of  the  tax  is  the  relative 
weight  of  the  duty  upon  the  medium  incomes.  We 
hear  that  complaint  perhaps  most  particularly  in  re- 
gard to  earned  incomes,  blit  it  perhaps  applies  to 
incomes  of  all  kinds.  A question  of  this  kind  is,  of 
course,  extremely  difficult  to  test  by  any  standard 
which  you  can  claim  authoritatively  to  be  a right 
standard ; and  different  people  will  necessarily  ap- 
proach it  from  different  points  of  view- ; but  in  favour 
of  the  view  that  at  the  present  time  the  pressure  of 
tax  upon  medium  incomes  is  very  heavy  there  is  at 
any  rate  the  evidence  of  the  general  line  which  has 
been  taken  by  foreign  states  and  by  Dominions  in 
those  countries  w-here  Income  Tax  is  the  largest.  I 
put  in  with  my  evidence  some  annexes  [sec  App. 
No.  12]  which  indicate  pictorially  the  relative  weight, 
and  I have  also  given  a Table  [see  par.  4005]  which 
shows  that  apparently  the  taxation  for  medium  in- 
comes in  this  country  is  very  severe  as  compared  with 
that  in  many  foreign  countries.  I have  also,  in  the 
third  Table  in  my  evidence,  given  particular?  of  the 
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yield  of  the  Income  Tax  per  penny  in  the  pound 
right  through  the  scale,  so  that  it  may  be  quickly 
seen  what  loss  of  duty  would  result  from  reducing 
by  3d.  or  by  6d.  or  as  the  case  may  be,  the  rate  of 
tax  in  certain  parts  of  the  scale.  As  an  example,  to 
take  3d.  in  the  pound  off  the  rate  of  Income  Tax  for 
all  incomes  up  to  £2,500  would  come  to  something 
under  seven  million  pounds,  to  take  off  6d.  would 
come  to  something  under  14  million  pounds. 

4075.  Which  is  that  P— That  is  in  para.  41  of  my 
proof:  “cost  of  reducing  the  rate  of  Income  Tax 
by  one  penny  in  the  £ in  each  zone.”  There  ready 
only  remains  the  question  whether  the  weight  of  tax 
upon  the  lower  ranges  up  to,  say,  £2,500  is  at 
the  present  time  somewhat  excessive  as  compared  with 
the  range  of  rates  upon  higher  incomes.  In  connection 

that,  I have  put  forward  for  the  consideration 
of  the  Commission  various  possible  schemes  of  in- 
crease which  might  be  considered,  with  an  indication 
of  what  they  would  probably  produce  in  increased 
revenue,  borne  people  would  perhaps  say  one  should 
look  first  of  all  at  the  most  extravagantly  large 
*^“*3  and  increase  the  tax  upon  all  incomes  above 
£20,000,  or  £30,000  or  £40,000  a year.  I have  dealt 
with  that  in  Table  V.,  which  shows  that  even  if  you 
carry  up  the  rate  to  a very  high  figure,  and  disregard 
the  possibilities  of  evasion  which  that  might  produce, 
the  ultimate  sum  which  would  be  obtainable  by  that 
measure  is  not  very  large. 

4076.  Mr.  Kerly : May  I interrupt  you  for  one 
moment?  I cannot  find  what  Scale  A.  and  Scale  B. 
m your  fifth  Table  are? — Scale  A.  is  stated  in  the 
column  underneath;  it  is  “ Suggested  Scale  A.”  That 
is  what  I mean. 

4077.  Sir  J.  Karmood-Banner : And  Scale  B.  also? 
— That  is  also  a possible  scale. 

4078.  Mr.  Kerly.  I thought  that  was  a reference 
back  to  something  else  that  I had  overlooked  ?— No 
I originally  had  printed  in  the  proof  the  words 

suggested  scale,”  but  I struck  that  out,  because 
1 do  not  suggest  it.  Table  YI.  deals  with  possible 
increases  m the  Super-tax,  starting  at  a much  lower 
Bmit  and  showing  possible  gains  ranging  from  14 
million  pounds  up  to  38  million  pounds.  I have 
dealt  in  my  proof  with  the  dangers  which  in  my 
judgment  would  clearly  follow  from  the  imposition  of 
any  excessively  severe  rates  upon  high  incomes,  even 
aJ,a?J  fr?m  the  question  of  the  justice  of  a course 
of  that  kind.  On  the  other  hand,  we  are  disposed 
to  feel  that  with  some  increase  in  the  Super-tax 
scale  relief  to  the  lowest  incomes,  in  the  form  I 
have  suggested  of  increased  allowances  for  family 
responsibilities,  and  perhaps  some  relief  of  the  rate 
°f  ^ax  actual  rate  charged  up  to, 

say  £2,000  or  £2,500)  might  be  recouped  out  of  a 
slightly  increased  scale  of  Super-tax,  and  produce 
a graduation  which  would  command  acceptance  as, 
on  the  whole,  rather  fairer  than  the  graduation  which 
exists  at  the  present  time. 

4079.  Mr.  Synnott : What  do  you  mean  by  “ com- 
mand acceptance  ”? — I mean  acceptance  as  a whole 
1 am  disposed  to  think,  including  acceptance  by  the 
taxpayers  themselves  who  are  adversely  concerned. 

I hat  may  be,  I agree,  a question  of  judgment.  I 
pass  to  what  I have  said  upon  the  practical  methods 
of  giving  effect  to  the  graduation.  We  in  this 
country  have  graduated  by  reference  to  family  re- 
sponsibilities and  by  reducing  the  rate  of  tax  upon 
those  incomes  which  it  is  generally  considered  are 
not  of  sufficient  size  to  bear  the  full  standard  rate. 
Ihe  actual  methods  which  we  adopt  exactly  reflect 
SZ  *wo.,  principles  They  are,  in  my  judgment, 
light  m themselves,  but  apart  from  that  they  have 
such  immense  practical  advantages  that  the  Com- 
mission I feel  sure,  will  be  very  slow  to  depart  from 
rlem-,x  v\e>  of  course,  for  many  years  past  have  had 
to,,our  +notl,ce  /rom  time  to  time  various 
kinds  of  mathematical  schemes  for  producing  a smooth 
cu^ve‘  course,  anybody  can  draw  a smooth  curve 
Zd  t iff!rentt+f°rmul®  for  doing  it  are  various 
and,  for  that  matter,  well  known  to  us.  It  is  quite 
true  that  some  of  these  mathematical  curves  find  their 
vvav  into  foreign  and  Dominion  systems  of  taxation. 
Ihere  is  a very  striking  one,  for  instance,  in  the 
Australian  tax,  which  I have  set  out  in  one  of  the 
notes;  it  goes  up  m a curve  first  of  all  of  the  first 
degree,  then  secondly,  in  a curve  of  the  second  degree, 
and  finally,  in  a curve  of  the  third  degree.  But  these 


foreign  taxes  are  constructed  upon  a scheme  entirely 
different  from  our  own.  I should  say  they  are  un- 
scientific taxes  as  opposed  to  scientific  taxes,  meaning 
by  that,  that  they  go  only  within  very  small  limits 
on  the  principle  of  taxation  at  the  source.  In 
paragraph  52  of  my  evidence — and  that,  if  I may 
say  so,  is  a paragraph  that  I regard  as  rather  im- 
portant— I have  set  out  practical  reasons  why  the 
adoption  of  a mathematical  curve  cannot  be  worked 
under  the  Income  Tax  as  it  is  constructed  in  this 
country ; and  I think,  speaking  generally,  it  may 
be  said  that  these  dissertatiops  upon  mathematical 
curves,  though  they  have  a great  interest  of  their 
own,  have  no  practical  application  to  the  Income  Tax 
as  it  stands  in  this  country  at  the  present  day. 

On  the  other  hand,  in  the  method  that  we  have 
there  is  at  the  present  time  an  imperfection.  It  is 
well  known,  and  I understand  it  has  been  referred 
to  in  this  Commission  from  time  to  time  under 
the  name  of  “ jumps.”  That  is,  of  course,  a matter 
that  requires  to  be  dealt  with,  and  it  is  easily  dealt 
with  in  a variety  of  ways.  I have  made  certain 
suggestions,  in  paragraphs  59  to  61  of  my  proof, 
of  rather  simple  methods  by  which  those  jumps  can 
be,  as  I should  suggest,  quite  sufficiently  smoothed 
out.  It  may  be  thought  perhaps  that  I am  some- 
thing of  a Philistine  in  this  matter,  but  it  seems 
to  me  that  any  of  those  remedies  are  adequate  for 
the  case.  On  the  other  hand,  in  case  the  Royal 
Commission  should  feel  that  an  absolutely  smooth 
curve  has  an  irresistible  appeal,  I have  set  out  in 
paragraphs . 66,  67  and  onwards  the  means  by  which 
that  smooth  curve  can  be  obtained,  at  a considerable 
cost  in  complexity,  and  I think  also  a considerable 
cost  as  regards  intelligibility  of  the  system  to  the 
taxpayer.  What  we  really  have  done  there  is  that 
we  have  taken  a leaf  out  of  the  book  of  the  mathe- 
matician. We  have  taken  one  of  his  regular  formulro 
and  translated  it  into  one  of  those  forms  which  we 
could  work  within  the  scheme  of  the  existing  Income 
Tax.  But  while  I put  that  forward,  for  my  own  part 
I should  not  recommend  it.  In  one  of  the  annexes 
to  my  evidence  [see  App.  No.  13]  I have  drawn  a 
picture  which  shows  the  present  scale  with  the  large 
jumps,  the  scheme  which  I should  suggest  with  the 
jumps  smoothed  out,  and  finally  this  more  mathema- 
tical scale  which  gives  a smooth  line. 

The  only  other  thing  on  which  I think  I need 
say  a word  in  summarizing  this  paper  is  the  question 
of  the  differentiation  of  the  Income  Tax  between 
earned  and  unearned  income.  On  that  I propose 
to  say  very  little.  All  through  last  century  there 
w_as  a continual  discussion  proceeding  on  this  question 
of  differentiation,  and,  as  you  know,  two  Parlia- 
mentary Committees  sat  upon  it,  and  arrived  at 
no  conclusions.  In  1906  it  was  considered  by  the 
Duke  Committee,  and  they  made  a recommendation 
winch  was  admittedly  rough  and  ready.  They  Baid : 

“ distinguish  between  ‘ earned  ’ and  ‘ unearned  ’ 
income.  The  distinction  is  not  entirely  logical,  it  is 
not  entirely  complete,  but  we  believe  it  will  be  a 
satisfactory  solution  for  the  conditions  of  an  imper- 
fect world.”  That  recommendation  was  accepted  by 
Parliament  and  is  in  force  at  the  present  time.  It 
is  quite  true  that  a great  force  of  theoretical  argu- 
ment can  be  brought  to  bear  against  it ; it  is  also 
true  that  it  is  one  of  the  provisions  of  the  Income 
lax  which  has  worked  with  the  least  complaint  and 
the  least  discussion,  I think,  amongst  the  taxpayers 
concerned ; and  from  that  I derive  the  conclusion 
that  it  has  proved  an  eminently  satisfactory  solution 
of  that  which  is  insoluble. 

There  are  just  one  or  two  points  which  are  raised 
from  time  to  time  which  I believe  have  been  men- 
tioned before  the  Commission  and  which  I have  dealt 
with  briefly  in  my  proof.  I do  not  think  I need  to 
touch  upon  that  now.  I may  perhaps  add  just  one 
word  upon  the  graphs  that  I have  put  in  to  illustrate 
foreign  taxes. 

4080.  Chairman : Yes,  if  you  please?— I will  say 
just  a short  word  upon  them.  It  might  possibly  be 
field  that  rome  of  these  graphs  at  any  rate  have  a 
certain  aesthetic  value  of  their  own  as  pictures;  but 
of  course,  it  will  bo  appreciated  that  they  must  not  be 
looked  upon  as  pictures  j the,  must  be  severely  read 
against  the  base  and  vertical  lines.  It  was  that  that 
led  me  to  put  in  the  graph  oF  the  United  Kingdom 
tax  in  three  separate  forms  against  different  bases  in 
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order  to  show,  in  graphs  I,  Ia,  and  II  [see  App. 
No.  12],  that  according  to  the  character  of  your  base 
so  the  appearance  of  the  line  will  vary,  although  the 
line  intrinsically  is  the  same.  As  regards  the  remaim 
iug  graphs,  they  are  used  simply  as  a means  of  giving 
a rough  and  ready  comparison  of  the  graduation  in 
this  country  as  compared  with  the  graduation  in 
others.  There,  of  course,  the  distortion  in  the  line 
which  is  produced  by  the  logarithmic  scale  ivhich  we 
have  used  is  of  less  importance,  and  the  comparison 
of  the  lines  can  be  looked  at  practically  pictorially. 
One  of  the  things  that  the  graphs  show,  which  I 
think  is  perhaps  most  interesting,  is  shown  in 
graph  III,  which  shows  how  the  New  World  has  gone 
ahead  of  us  in  recent  times  in  the  taxation  of  very 
large  incomes.  I am  speaking  of  the  United  States 
and  Canada.  They  tax  small  incomes  and  medium 
incomes  very  much  less  than  we,  but  they  cut  our 
line  in  the  United  States  at  about  £40,000,  and  in 
Canada  very  much  higher  at  £200,000,  and  they  go 
up  by  a tremendous  scale  above  anything  we  have 
contemplated  in  that  way  so  far. 

That,  my  lord,  I think  is  all  that  occurs  to  me  to 
say  in  summarizing  this  paper. 

4081.  Sir  T.  Whittaker : I will  go  over  this  a little 
disjointedly,  because  I will  take  the  points  as  I have 
them  on  my  notepaper  here.  You  recognize,  of 
course,  that  there  are  two  schools  of  thought  with 
regard  to  taxation;  one  which  would  press  (and  I 
think  we  are  going  to  have  a witness  to  urge  that) 
that  practically  everybody  should  pay  something ; 
another  suggestion  is  that  the  great  bulk  of  the  people 
should  pay  nothing? — I believe  that  is  so. 

4082.  You  seem  to  have  come  down  rather  heavily 
on  one  side? — You  leave  me  a little  in  doubt  as  to 
which  side  you  consider  I have  come  down. 

4083.  I think  there  can  be  no  question  of  that.  I 
see  no  suggestion  in  your  paper  that  everybody  should 
pay  something? — Not  under  the  direct  tax,  the  In- 
come Tax ; but  you  will  bear  in  mind,  of  course,  that 
there  are  indirect  taxes  in  this  country  also. 

4084.  I suggest  I wish  you  had  borne  that  in  mind* 
in  drawing  up  these  Tables. — Do  you  mean  that  you 
wish  we  had  included  the  burden  of  indirect  taxation 
in  the  figures  that  we  have  given  ? 

4085.  I suggest  it  would  have  given  a much  fairer 
view  of  the  situation? — Of  course,  the  whole  question 
of  the  actual  incidence  and  the  burden  of  indirect 
taxation  is  very  difficult,  and  it  is  a subject  upon 
parts  of  which  at  any  rate  we  could  not  claim  to 
speak  with  expert  knowledge.  No  doubt  you  know 
that  in  January  last  a paper  was  read  to  the  Statis- 
tical Society  by  the  President,  Mr.  Herbert  Samuel, 
dealing  with  the  taxation  of  the  people  as  a whole, 
and  in  that  paper  he  made  an  effort  to  arrive  at  a 
fair  estimate  of  the  whole  burden  of  taxation  in  the 
years  1903-04,  and  1913-14,  and  last  year,  upon  in- 
comes of  various  sizes.  He  took  all  the  indirect 
taxation  and  all  the  direct  taxation,  treating  the 
Death  Duties  as  an  additional  burden  upon  unearned 
incomes.  The  whole  inquiry,  of  course,  is  extremely 
difficult,  and,  as  Mr.  Samuel  says  in  his  pamphlet, 
is  full  of  doubts  at  every  turn ; but  he  did]  arrive  at 
certain  figures,  and  if  it  would  be  of  use  to  the 
Commission  I have  the  pamphlet  here. 

4086.  We  have  had  them  distributed  to  us.  May 
I suggest  another  view,  as  you  have  raised  that  parti- 
cular point,  in  this  form?  I will  take  the  figures  for 
the  year  1917-18.  I will  suggest  this  to  you : that  a 
working  man,  or  anybody,  who  did  not  pay  Inoome 
Tax  in  that  year,  paid  no  tax  whatever  except  on 
liquor  and  tobacco,  which  is  a perfectly  voluntary 
tax  (and  if  he  were  as  I am  he  would  not  pay  any — it 
is  a perfectly  voluntary  tax)  ; that  the  indirect  taxa- 
tion which  fell  upon  him  was  more  than  counter- 
balanced by  the  subsidy  on  the  price  of  bread,  and 
that  therefore  a man  who  paid  no  Income  Tax  paid 
no  taxation  to  the  country  whatever? — I have  not 
made  any  definite  inquiries  with  regard  to  the  bread 
subsidy.  Of  course,  I am  well  aware  of  the  argument 
as  to  the  use  of  the  bread  subsidy  as  an  offset  for  the 
time  being  against  the  taxes  upon  tea,  sugar  and  the 
like ; but,  on  the  other  hand,  I think  I could  hardly 
take  that  into  account  in  giving  evidence  at  the 
present  time  when  one  is  looking  to  the  future- 
assuming  that  the  bread  subsidy  is  not  a thing  that  is 
going  on  for  ever. 


4087.  I should  not  have  mentioned  this,  but  you 
referred  to  Mr.  Samuel’s  paper,  and  I venture  to 
suggest  that  if  you  exclude  the  taxation  on  liquor  and 
tobacco,  which  is  perfectly  voluntary  and  a luxury, 
the  figures  are  as  I have  stated  ? — I think  that  might 
very  possibly  be  so,  upon  the  assumptions  you  take. 

4088.  It  has  a very  important  bearing.  Now  coming 
to  the  question  of  the  wife’s  allowance,  have  you 
never  heard  of  a case  where  a working  man  has 
married  because  it  was  cheaper  to  have  a wife  than 
to  keep  a housekeeper? — I do  not  know  that  I have 
heard  any  definite  expression  of  opinion  one  way  or 
another. 

4089.  You  will  find  it  is  not  at  all  an  unusual 
thing.  Many  working  men  have  stated  that  dt  is 
cheaper  to  keep  a wife  than  to  keep  a housekeeper. 
You  have  to  bear  these  points  in  mind.  Then  your 
suggestion  here  is  an  allowance  right  away  up  to  any 
limit  of  family.  Are  we  to  conclude  that  a man 
who  brings  a large  family  into  the  world,  without 
any  consideration  of  the  effect  it  is  going  to  have  on 
the  community,  is  a public  benefactor? — For  my  own 
part,  I should  make  the  allowance  in  respect  of 
children  to  cover  all  the  children.  It  had  not  occurred 
to  me  to  use  the  Income  Tax  as  a means  for  confining 
the  extent  of  families. 

4090.  No;  it  is  not  to  be  used  as  a means  of  con- 
fining it;  your  suggestion  is  to  use  it  as  a means  of 
encouraging  it? — I should  hardly  have  held  that, 
myself.  It  seems  to  me  that  an  allowance  for  children 
up  to  the  figure  I have  suggested,  £30,  is  a natural 
allowance.  I should  say  it  was  neither  an  encourage- 
ment nor  a discouragement. 

4091.  That  is  to  say,  a man  who  takes  no  regard 
or  precaution  or  care  and  prudence,  and  brings  an 
endless  family  into  the  world,  is  to  be  relieved  of 
taxation  at  the  expense  of  the  man  who  does? — It 
is  quite  possible  that  some  limit  might  be  put  to  the 
allowance ; but  personally  I should  put  that  very  high. 
I believe  in  the  last  century  you  occasionally  found 
families  of  21  or  22. 

4092.  I am  not  suggesting  by  any  means  that  there 
should  not  be  an  allowance,  but  does  not  that  suggest 
that  we  must  be  a little  careful,  and  not  extend  it 
indefinitely  and  increase  the  amount  almost  in- 
definitely?— I quite  agree  with  that. 

4093.  One  ought  to  be  careful  and  bear  that  point 


in  mind? — Yes. 

4094.  Now  coming  to  the  comparisons  you  have 
made  as  to  the  weight  of  the  Income  Tax  on  incomes 
here  and  in  some  other  countries,  is  not  your  Table 
entirely  vitiated  for  practical  purposes  by  the  fact 
that  in  every  one  of  the  countries  with  which  you 
make  the  comparison,  there  is  very  heavy  indirect 
taxation  which  falls  upon  the  class  who,  you  suggest, 
are  overtaxed  here  by  the  Income  Tax? — There  is  a 
good  deal  of  truth  in  that,  no  doubt.  These  countries 
that  I am  dealing  with,  to  a largo  extent  are  countries 
which  have  high  import  duties  and  other  duties  of 
that  description. 

4095.  It  is  not  necessary  really  to  take  both  into 

account,  if  you  are  to  get  anything  like  an  accurate 
view  of  the  incidence  of  taxation  as  a whole? — Yes; 
I am  afraid  there  is  really  more  than  that  to  be  taken 
into  account ; there  is  the  question  also  of  how  the 
rates  are  levied  in  those  countries,  and  particularly 
what  services  are  provided  out  of  taxes  and  are 
enjoyed  by  the  several  classes  of  the  community ; for 
example,  the  Old  Age  Pensions  dn  this  country  com- 
pared with  the  Old  Age  Pensions  in  the  Colonies,  and 
so  on.  If  I may  say  so,  I have  guarded  myself,  in  the 
course  of  my  proof,  by  saying  that  the  comparison  is 
vitiated  within  certain  limits  until  one  can  make  a 
very  exact  and  complete  inquiry  into  this  question. 
One  could  only  do  that  by  visiting  the  countries.  At 
the  same  time',  I think  the  disparity  between  ourselves 
and  foreign  countries  and  some  Dominions  is  so 
striking  that  at  any  rate  a considerable  amount  of 
balance  remains.  . 

4096.  Is  it  not  a fact  that  it  is  only  striking  m 
reference  to  this  particular  tax,  and  if  you  had  taken 
in  the  indirect  taxes,  you  would  have  found  it  more 
striking  the  other  way? — I hardly  think  so. 

4097.  Very  strikingly  the  other  way,  would  you 
admit?— I hardly  think  so. 
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4098.  Then,  as  you  say,  there  are  a number  of  things 
to  be  taken  into  account  in  comparisons.  If  you  omit 
every  one  of  them,  and  only  take  this  one,  I do  suggest 
very  seriously  that  the  publication  by  the  Department 
of  a Table  like  this,  knowing  how  it  would  be  used, 
is  unfortunate,  and  I think  a new  departure.  Now 
with  regard  to  the  grading  of  these  taxes:  I do  not 
understand  that  you  suggest  any  one  of  these  Tables 
quite,  but,  if  I may  put  it  in  a most  tentative  form, 
which  of  them  would  you  be  disposed  to  favour  if  you 
had  to  make  a choice  amongst  them?  I wish  to  know 
which  of  the  Tables  you  would  like  to  take  as  illus- 
trating your  position ?— I think  Scale  B.  in  Table  VI. 
indicates  about  the  point  where  my  idea  lies. 

4099.  I want  to  see  whether  I am  correct.  What  is 
the  first  pant  of  Table  VI.  as  compared  with  the  second 
part  of  the  Table? — The  first  part  of  Table  VI.  in 
paragraph  45  of  my  evidence  is  the  suggested  scale  of 
the  Super-tax  as  it  is  actually  expressed  in  the  Statute 
at  the  present  time. 

4100.  That  is  Super-tax  alone?— Super-tax  alone  on 
slices  of  income.  It  is  the  second  part  of  the  Table 
that  gives  you  the  real  effective  rate  on  the  total 
income. 

4101.  The  next  Table  is  the  Table  of  the  two  taxes? 
— Yes,  Income  Tax  and  Super-tax  combined. 

4102.  When  we  speak  of  the  effective  rate  here,  of 

course  that  is  the  rate  over  the  whole  income? That 

is  so. 

4103.  You  do  not  give  us,  but  you  can,  I have  no 
doubt,  (take  the  large  income  of  £50,000)  what  would 
be  the  actual  rate  on  the  later  stages  of  the  income, 
if  I am  expressing  myself  correctly,  say  on  the  last 
£10,000  ? — I see  what  you  mean.  In  Scale  B.,  all  that 
part  of  the  income  which  exceeds  £10,000  would  be 
charged  at  6s.  Income  Tax  and  7s.  6d.  Super-tax ; that 
is  to  say,  the  maximum  towards  which  this  Scale  B. 
leads  is  13s.  6d.  in  the  £. 

4104.  Which  of  these  scales  do  you  favour? — I sug- 
gested Scale  B.,  as  representing  about  the  altered 
incidence  that  I have  in  mind. 

4105.  That  would  mean  a maximum  of  13s.  6d.  ? — A 
maximum  of  13s.  6d. 

4106.  In  reference  to  the  suggestion  that  you  are 
to  diminish  the  taxation  on  incomes  under  £2,500  a 
year,  and  to  increase  it  on  those  above,  you  bear  in 
mind,  of  course,  the  fact  that  at  the  present  time 
much  the  larger  proportion  of  the  Income  Tax  now 
comes  from  a little  under  60,000  people,  and  the 
smaller  portion  from  about  5£  million  people  who  are 
assessed  for  Income  Tax? — I agree  that  that  is  so. 
That,  of  course,  arises  out  of  the  distribution  of 
income  between  different  taxpayers. 

4107.  Then  you  propose  to  accentuate  that  a good 
deal? — I propose  to  accentuate  it  just  to  this  extent 
that  1 have  suggested ; but  by  no  means  to  the  maxi- 
mum that  could  be  obtained ; but  it  does  appear  to  me 
that  to  that  extent  the  scale  is  loaded  against  the 
lower  income.  As  I said  in  my  proof,  and  I say  again, 
it  is  a very  difficult  question  to  deal  with.  What  I 
am  suggesting  to  the  Commission  represents  the  result 
of  a very  careful  joint  consideration;  but,  as  I say, 
different  people  will  necessarily  approach  this  subject 
from  different  points  of  view. 

4108.  I have  no  doubt  you  have  followed  the  evi- 
dence that  we  have  had  given  here? I have. 

4109.  And  you  have  noticed  that  practically  every- 
body who  comes  before  us  suggests  that  the  class 
or  section  of  society  to  which  they  belong,  should  be 
relieved?— Yes;  it  is  not  unnatural  that  they  should 
do  so. 

4110.  If  I may  quite  courteously  and  respectfully 
suggest  the  same  thing : if  this  suggestion  of  yours 
represents  the  view  of  the  Department,  it  means  that 
Somerset  House  would  be  very  much  relieved  in 
taxation  at  the  expense  of  somebody  else? — I hope, 
at  any  rate,  that  it  may  be  assumed  at  once  that 
anything  in  the  nature  of  personal  considerations 
has  not  in  any  wajr  entered  into  this. 

4111.  Is  it  not  in  human  nature  that  everybody 
feels  the  pressure  himself,  and  every  witness  we  have 
had  has  suggested  that  the  section  of  society  to  which 
he  belongs  should  be  relieved?— I have  said,  earlier 
in  my  evidence,  that  these  are  not  things  that  we 
have  evolved  out  of  our  inner  consciousness;  they  have 
resulted  very  largely  from  taking  into  consideration 


the  weight  and  character  of  complaints  which  are 
addressed  to  us  from  time  to  time. 

4112.  Now  with  regard  to  complaints.  The  larger 
men  do  not  really  complain — not- that  they  do  not 
feel  it.  Is  not  that  so?- — I am  perfectly  certain  at 
the  present  time  the  weight  of  the  Income  Tax  upon 
all  sections  of  the  community,  is  very  severe  indeed. 
The  only  question  is  as  to  whether  you  can  say  that 
the  weight  upon  some  sections  is  somewhat  heavier 
than  the  weight  upon  others. 

4113.  I have  no  doubt  you  have  heard  it  said  in 
connection  with  public  companies,  that  it  is  the 
smaller  shareholder  who  makes  the  most  noise? — That 
may  be  so. 

4114.  Therefore  I suggest  you  must  not  attach  too 
much  importance  to  complaints  as  indicating  the 
pressure  that  there  is  upon  a class.  Would  you  agree 
to  that? — I agree  with  what  you  say,  but  I confess 
that  the  ultimate  judgment  that  I arrive  at  on  this 
matter,  I think  remains.  We  thought  very  carefully 
about  it ; we  have  done  our  best  to  arrive  at  an 
impartial  judgment;  and  certainly  our  judgment,  as 
a whole,  does  incline  to  the  view  that  the  steepness 
of  the  line  on  the  lower  ranges  is  at  the  present 
time  slightly  too  heavy. 

4115.  Now  just  one  other  point.  Of  course  you 
agree  that  we  have  got  to  raise  the  money  somewhere  ? 
— Quite. 

4116.  And  it  is  really  a practical  question  more  than 
a theoretical  one? — Quite. 

4117.  And  there  is  a possibility  of  reaching  a point 
of  heavy  taxation  upon  large  incomes  which  would 
discourage  the  making  of  those  incomes  and  the 
keeping  of  them  here? — I agree. 

4118.  You  are  also  fully  aware  of  the  pressure  that 

has  been  brought  to  bear  upon  Parliament — and  we 
have  it  upon  this  Commission — to  relieve  certain 
classes  of  income,  that  is,  incomes  from  foreign 
trade,  for  instance,  and  suggestions  that  the  head- 
quarters of  large  business  concerns  may  be  moved  to 
neutral  countries  because  of  this  taxation? Yes. 

4119.  I suggest  to  you  that  it  is  very  important 
that,  from  the  practical  point  of  view  and  the 
actual  raising  of  revenue,  we  must  bear  in  mind  the 
danger  of  putting  taxation  to  such  a limit  that  it 
may  drive  income  from  the  taxable  reach  of  this 
country  so  as  actually  to  i educe  the  total  received? 
— I quite  agree,  and,  if  I may  say  so,  I made  the 
same  point  in  connection  with  some  tables  which  1 
put  forward  for  consideration.  On  the  other  hand, 
if  you  just  consider  for  a moment  this  Scale  B.  in 
the  second  part  of  Table  VI.  that  we  have  under 
notice  now,  the  proposed  increase  of  taxation  upon 
an  income  of  £-5,000,  under  this  proposal,  would  be 
2d.  in  the  £ ; the  proposed  increase  on  an  income  of 
£10,000  would  be  from  8s.  4d.  to  9s.  9d. 

4120.  What  I would  suggest  to  you  weighs  with  the 
man,  is  this.  Whatever  his  income  is,  if  you  are 
taxing  heavily  the  addition  to  that  income,  it  is  the 
tax  on  that  extra  portion  that  he  looks  at,  and  that 
will  tempt  him  to  part  with  that  income,  first  of 
all  to  his  family,  and  in  various  ways  get  rid  of  it. 
and  also  lessen  the  inducement  to  make  it,  and  that 
the  effective  rate,  while  quite  sound  from  one  point 
of  view,  does  not  quite  touch  that  point.  He  is 
looking  at  what  will  be  the  extra  tax  on  the  income 
he  will  make?— Of  course  the  danger  of  high  taxation 
is  with  us  already,  it  seems  to  me,  and  the  only 
question  is  whether  I am  wise  in  suggesting  some 
accentuation  at  the  top  of  the  scale. 

4121.  Taken  as  a whole,  you  are  going  to  spread 
it  about  the  community.  Then  another  point  which 
perhaps  you  scarcely  will  feel  disposed  to  say  much 
about,  is  this.  Will  not  the  tendency  of  making  the 
taxation  excessively  heavy  through  Income  Tax,  tend 
to  drive  Parliament  and  the  country  to  indirect 
taxation?— I think  that  may  be  so,  but,  on  the  other 
hand,  I am  not  here  suggesting  any  increase  in 
the  taxation  by  way  of  Income  Tax;  I am  merely 
suggesting  readjustment,  the  object  of  which  was— 

I may  be  misconceiving  the  problem  altogether— to 
make  the  burden  fit  the  back,  and  make  the  aggre- 
gate burden  upon  the  community  as  a whole,  less 
than  it  is  at  the  present  time. 

4122.  Is  not  one  of  the  dangers  of  a democratic 
government,  the  making  of  a taxation  system  top 
heavy?— Of  course  that  may  be  used  as  an  argument 
against  any  form  of  graduation.  The  difference 
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between  us  probably  is  as  to  the  extent  of  graduation 
and  the  steepness  of  graduation. 

4123.  Of  course  you  are  aware  that  I am  in  favour 
of  graduation,  because  the  report  you  referred  to 
1 drafted.  It  is  a question  of  degree? — We  are  on 
the  question  of  degree. 

4124.  And  I am  merely  putting  these  questions  to 
you  from  the  aspect  of  degree? — Yes. 

4125.  Sir  E.  Nott-Bower : I would  like  to  ask  you 
one  or  two  questions  on  methods,  and  what  you  have 
put  forward  in  your  paragraph  52.  With  reference 
to  your  paragraph  52,  I think  you  have  already  said 
that  the  graduation  by  a mathematical  formula,  which 
really  involves  a separate  rate  for  almost  every  kind 
of  income,  although  it  is  very  pretty  to  look  at,  does 
not  servo  any  very  useful  purpose — not  any  necessary 
purpose,  anyhow — and  involves  extreme  difficulty,  not 
only  to  the  Department,  but  to  the  taxpayer.  That 
is  so,  is  it  not? — Yes,  to  the  taxpayer  as  well  as  to 
the  Department. 

4126.  I feel  so  much  in  sympathy  with  you  that 
I do  not  want  to  cross-examine  you  on  that  view. 
Speaking  for  myself,  I believe  that  to  be  so.  But 
1 do  think  it  is  very  desirable,  if  we  can,  and  as 
far  as  we  can,  to  simplify  the  Income  Tax  and  put 
it  in  a form  which  really  is  clearly  intelligible  to 
everybody.  What  has  struck  me.  in  thinking  over 
this  matter,  is  that  the  form  of  graduation  which 
is  already  adopted  for  Super-tax  is,  so  far  as  dealing 
with  a tax  like  Super-tax  is  concerned,  perfectly 
simple  ? — Yes. 

4127.  And  you  really  get  quite  a regular  curve  of 
graduation  ? — Yes. 

4128.  The  regularity  of  the  curve  ought  to  be  suffi- 
cient, I think,  almost  to  satisfy  the  soul  of  a mathe- 
matician?— I agree. 

4129.  Now  have  you  considered  whether  you  would 
tax  your  resources  too  heavily  if  a form  of  graduation 
of  that  description  were  applied  to  Income  Tax 
throughout,  starting  from  whatever  point  of  exemp- 
tion you  like,  and  then  exempting  the  first  £100,  or 
£130,  or  whatever  figure  you  take,  and  then  each 
subsequent  £100  or  £200,  going  on  by  steps,  as  in  the 
Super-tax  system? — We  have  given  very  careful  con- 
sideration to  that.  In  the  form  in  which  you  put  it, 
there  are  two  difficulties  which  make  it  extra- 
ordinarily difficult  to  carry  out.  The  first  is  that  there 
is  no  definite  rate  at  which  any  taxpayer  is  to  be 
charged  in  respect  of  parts  of  his  income  which  come 
under  review.  We  do  not  deal  with  his  income  as  a 
whole,  as  you  know.  Secondly,  any  adjustment  of  the 
tax  on  any  part  of  the  taxpayer’s  income  would  in- 
volve corresponding  adjustments  of  the  assessment 
upon  any  other  part  which  may  be  assessed  in  other 
parts  of  the  country.  We  felt  very  great  difficulty  in 
carrying  out  the  Super-tax  scale  in  that  form.  On 
the  other  hand,  we  have  translated  it  into  another 
form,  which  I have  set  out  in  paragraphs  66  and  67 
of  my  proof,  which  is  the  same  thing  expressed  in  a 
different  way.  If,  as  I said,  an  absolutely  smooth 
line  had  an  irresistible  appeal,  we  feel  that  we  could 
work  it  in  that  way. 

4130.  The  system  suggested  in  paragraphs  66  and 
67  is  not  simple  on  the  face  of  it.  It  would  be  a little 
difficult  for  the  taxpayer  to  understand  ?— I agree, 
and  we  are  not  recommending  it ; but  I think  also  the 
Super-tax  scale  is  never  easy  for  a taxpayer  to 
understand  when  applied  to  Income  Tax  collected  at 
the  source.  Supposing  we  had  a scale  of  Income  Tax 
which  was  2s.  on  the  first  £100,  2s.  6d.  on  the  next 
£100,  3s.  an  the  next  £100,  and  so  on ; suppose  his 
total  is  300,  of  which  £250  is  derived  from  dividends. 
That  sum  would  be  taxed  at  6s.  in  the  £,  and  when 
making  the  assessment  upon  his  earned  income,  it 
would  be  necessary  to  make  the  proper  deduction  for 
the  tax  overdeducted.  In  order  to  make  that  deduc- 
tion correctly,  the  effective  rate  upon  his  whole  in- 
come would  have  to  be  ascertained.  For  that  pur- 
pose, a precise  knowledge  of  his  total  income  from 
all  sources  would  be  necessary,  and  it  would  in  many 
cases  be  a difficult  and  complicated  matter.  I think 
when  he  actually  got  his  assessment  on  the  different 
parts  of  his  income,  he  would  find  the  system  very 
complicated. 

4131.  In  the  case  that  you  have  put,  where  a man 
has  unearned  income  and  earned  income,  the  question 
of  adjustment  has  to  be  met  in  every  case,  anyhow. 


He  has  had  6s.  deducted,  and  at  his  rate  it  should 
be  3s.  ? — Yes. 

4132.  So  that  you  would  have  to  calculate  what 
relief  he  was  entitled  to  on  unearned  income,  and 
deduct  an  amount  from  the  assessment  of  his  earned 
income? — I agree. 

4133.  If  you  calculate  it  on  the  Super-tax  basis, 
would  not  that  question  of  adjustment  be  easy? — I 
should  have  said  not,  because  under  the  Super-tax 
scale  virtually  the  rate  of  Income  Tax  varies  with 
every  pound  of  increase  in  the  income.  Therefore,  in 
the  case  of  a man  whose  income  is  taxed  at  6s., 
before  you  can  give  him  his  relief  in  respect  of  the 
excess  tax  deducted,  you  have  to  find  out  the  exact 
virtual  rate  at  which  that  particular  man  pays.  Then 
you  have  to  give  the  relief  down  to  that  virtual 
rate  which  may  be  a very  small  fraction  of  a penny. 
Having  done  so,  you  have  to  explain  to  the  taxpayer, 
why. 

4134.  Sir  W.  Troioer : In  reference  to  paragraph  46 
of  your  evidence  you  say:  “ Moreover,  much  of  the 
capital  of  the  country  is  of  a character  which  cannot 
easily  be  removed.”  Will  you  tell  me  what  is  in  your 

mind? Take  the  case  of  a wealthy  man  who  is  the 

owner  of  a business  which  is  being  carried  on  in  this 
country ; he  cannot  take  it  to  Constantinople  and 
carry  it  on  there. 

4135.  A business? — Yes. 

4136.  You  do  not  refer  to  land  ?— Equally  with  re- 
gard to  land.  The  owner  of  land  cannot  take  his 
capital  out  of  the  country  in  that  form.  He  has  got 
to  dispose  of  it  and  go  away. 

4137.  I put  it  to  you  that  the  greater  part  of  the 
capital  of  the  country  to  which  you  refer  is  land  ?— 

I should  have  said  both  land  and  businesses. 

4138.  But  you  differentiate  between  land  and  busi- 
ness in  this  way,  that  business  can  be  removed  to 
another  country?— But  it  is  very  often  difficult  to 
do  so. 

4139.  What  do  you  consider  is  property  of  the 
character  which  could  be  easily  removed  ?— Bearer 
shares  can  be  taken  away  very  easily. 

4140.  Is  not  the  effect  of  making  the  Income  Tax 
very  stiff  on  the  higher  incomes  referred  to  by  Sir 
Thomas  Whittaker  to  frighten  capital  which  can  be 
removed  out  of  this  country ? — I quite  agree.  I am 
not  at  all  advocating  a severe  increase  in  the  Super- 
tax. The  utmost  that  I am  advocating  is  some  re- 
adjustment in  the  burden  of  taxation  as  between  the 
smaller  and  the  larger  income. 

4141.  I am  merely  suggesting  to  you  the  possible 
effect  of  what  you  say ; Income  Tax  and  Super-tax 
amounts  now  to  10s.  6d.,  you  advocate  an  increase 
in  certain  cases  to  13s.  3d.?— In  very  extreme  cases. 

4142.  In  certain  cases?— In  certain  cases. 

4143.  Will  that  increase  the  danger  of  the  removal 

of  that  part  of  the  capital  in  this  country  to  other 
oountries  where  Income  Tax  is  less? — To  that  I should 
answer  no,  unless  it  is  considered  to  be  unjust.  It 
it  is  considered  to  be  unjust  I agree  entirely ; but  for 
my  own  part  I do  not  think  it  is.  . 

4144.  Do  you  not  consider  that  capital  which  is 
liquid  and  can  flow  to  other  places  goes  to  those 
places  automatically  ? — I am  not  quite  sure  if  I have 
caught  the  sense  of  your  question. 

4145.  Do  not  you  think  that  people  will  trade  with 

other  countries  and  live  in  other  countries  where  they 
can  make  a larger  income  on  their  capital  if  that 
capital  can  easilv  be  removed  from  one  country  to 
another?— I quite  agree  that  under  any  high  system 
of  taxing , ..  , 

4146.  There  is  that  risk? — A certain  centrifugal 


f°4147.  Then  it  follows,  does  it  not,  that  the  liquid 
capital  having  departed  from  the  country  in  that  way . 
or  there  being  the  possibility  of  that  danger,  there 
will  have  to  be  a much  higher  taxation  of  land  and 
the  other  capital  which  cannot  be  removed? — In  so  far 
as  that  happens,  though,  of  course,  it  is  not  m,v  argu- 
4148. No;  but  that  is  the  risk?— I agree  there  mav 


>e  a risk.  . , 

4149.  Mr.  Warren  Fisher : I have  no  question  to 
isk  you  on  your  paper,  but  in  my  judgment  a very 
orious  allegation  was  made  against  the  Department 
iv  Sir  Thomas  Whittaker,  and  I want  to  ask  you  a 
piestion  on  that.  I gathered  from  some  of  the  ques- 
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tions  of  Sir  Thomas  Whittaker  to  you  that  the  in- 
formation given  in  this  paper  of  yours  was  not  re- 
garded by  him  as  proper  to  be  given.  I want  to  ask 
you,  do  you  speak  as  a member  of  the  Board  of 
Inland  Revenue,  or  in  your  private  capacity? — I speak 
as  a member  of  the  Board  of  Inland  Revenue. 

4150.  And  you  represent  that  Department? — I do. 

4151.  Do  you  feel  that  information  should  be  with- 
held from  the  Royal  Commission,  or  that  all  the 
resources  of  the  Department  should  be  placed  at  the 
disposal  of  the  Commission? — I said  when  I first  came 
in  that  we  are  entirely  at  the  disposal  of  the  Com- 
mission, and  would  give  every  information  we  could. 

4152.  Sir  T.  Whittaker : Might  I be  allowed  to  put 
a question?  I made  no  objection  whatever  to  in- 
formation being  given.  My  suggestion  was  as  to  the 
opinions  expressed,  which  is  a very  different  thing. 

^ 4153.  Mr.  Warren  Fisher : This  is  a matter  for  the 
Commission  perhaps,  but  is  it  your  conception  that 
the  Royal  Commission  should  be  precluded  from  ob- 
taining any  expression  of  opinion  from  the  Depart- 
ment?— On  the  contrary. 

4154.  A still  more  serious  suggestion  was  made,  that 
ir.  the  view  you  took  about  the  readjustment  of  the 
taxation,  the  advice  was  actuated  by  personal  con- 
siderations of  the  effect  on  Somerset  House  officials,  as 
I understand  the  matter. 

4155.  Sir  J.  Harmood-Banner : 1 should  like  to  say 
I did  not  understand  that. 

4156.  Sir  T.  Whittaker : No,  that  is  not  so  at  all. 

4157.  Mr.  May : I should  like  to  say  that  I did. 

4158.  Mr.  Warren  Fisher : That  is  a very  serious 
matter. 

4159.  The  Chairman:  One  moment;  how  did  Mr. 
Hopkins  take  that  ? — I knew  that  there  was  the 
possibility  of  placing  that  interpretation  on  what  Sir 
Thomas  said,  but  I hoped  I was  right  in  thinking  that 
was  not  the  real  interpretation;  but  I did  say  this, 
that  I hoped  it  was  clear  that  the  evidence  we  were 
giving  was  considered  evidence,  and  impartial 
evidence. 

4160.  Sir  T.  Whittaker:  The  point  I was  making 
was  this,  that  every  witness  practically  that  we  have 
had  before  us  had  come  and  suggested  that  the  class 
or  section  of  society  to  which  they  belonged  should  be 
relieved,  and  thait  is  due  to  the  fact  that  everybody 
is  feeling  the  pressure  very  badly,  and  this  suggestion 
was  in  the  same  position.  It  was  a suggestion  that 
the  class  to  which  Somerset  House  belonged  should  be 
relieved,  and  I said  it  is  human  nature,  and  everybody 
is  feeling  the  pressure,  and  therefore  we  must  bear 
that  in  mind  in  listening  to  all  the  evidence. 

4161.  Mr.  Warren  Fisher:  It  is  a,  very  serious 
matter. 

4162.  The  Chairman : If  Sir  Thomas  Whittaker  says 
or  believes  or  asserts  that  Somerset  House  have  their 
own  personal  feelings  concerned  in  the  amount  of 
money  involved  in  this,  I do  not  agree  with  him. 

4163.  Sir  T.  Whittaker:  I did  not  say  so. 

4164.  Mr.  May : I go  further,  and  say  it  is  an 
improper  suggestion. 

4165.  Mr.  Warren  Fisher : I want  to  put  this  point 
to  you,  which  is  not  only  in  connection  with  this 
Royal  Commission : I suggest  that  the  Board  of 
Inland  Revenue  have  to  give  advice  on  direct  taxation 
year  in  and  year  ouit,  and  on  their  impartiality 
depends  the  advice  that  is  given  to  Ministers  of  the 
Crown.  It  is  a very  serious  thing,  and  that  is  the 
reason  I am  taking  this  point  up,  if  there  is  any  sug- 
gestion that  a public  Department  is  actuated  con- 
sciously or  unconsciously  by  reference  to  the  eoonomic 
position  of  the  officials. 

4166.  The  Chairman:  I do  not  think  Sir  Thomas 
means  that. 

4167.  Sir  T.  Whittaker : That  is  not  the  point. 

4168.  The  Chairman : I do  not  want  to  get  into  a 
further  personal  discussion  after  your  explanation. 

4169.  Sir  T.  Whittaker:  I wish  to  point  out  that  it 
is  not  that.  It  is  that  each  section  feels  the  pressure. 

4170.  Mr.  Warren  Fisher : Are  you  giving  your 
evidence  to  the  Royal  Commission  as  a member  of  the 
economic  middle  class  or  as  a representative  of  the 
Board  of  Inland  Revenue? — As  the  representative  of 
the  Board  of  Inland  Revenue. 

4171.  The  Chairman:  The  position  that  I take  is 
this.  We  have  had  a great  deal  of  evidence,  and  I 


look  upon  this  evidence  of  Mr.  Hopkins  as  a real, 
earnest,  and  valuable  endeavour  to  help  us  in  our 
work,  because  of  the  changes  that  may  come,  which  we 
shall  have  to  discuss  and  which  we  shall  have  to  settle. 
I look  upon  it  in  that  light.  It  is  the  Inland 
Revenue’s  attempt  to  help  us  in  the  elucidation  of  the 
difficulties  which  have  come  before  us. 

4172.  Mr.  Warren  Fisher:  Thank  you. 

4173.  The  Chairman:  If  you  accept  that  and  you 
accept  it,  Sir  Thomas,  we  will  proceed. 

4174.  Mr.  Warren  Fisher : Quite.  I have  no 

further  questions  to  ask. 

4175.  Mr.  May : I have  no  questions.  I only  wish 
to  express  my  appreciation  of  the  valuable  statement 
that  has  been  placed  before  us  this  morning  by  Mr. 
Hopkins. 

4176.  Mr.  Marks : May  I just  go  back  to  the  Tables 
[ see  App.  No.  3]  which  you  gave  us  when  you  were 
first  before  us,  because  there  is  a point  on  which  I 
would  like  your  explanation,  bearing,  as  it  does, 
on  the  taxation  of  the  smaller  income  earners.  In 
column  11  [App.  No.  3,  Table  III.]  the  total  there 
was  £1,970,000,000  for  1918/19?— Yes. 

4177.  That  is  the  taxable  income,  which  is  the 
gross  income  brought  under  review  less  exemptions  in 
respect  of  incomes  not  exceeding  so  much? — Quite. 

4178.  That  is  carried  forward  in  Table  V.  [of  App. 
No.  3],  to  which  please  turn,  where  you  get  the 
taxable  income  in  another  form.  The  bottom  right- 
hand  corner  figure  is  the  same,  £1,970,000,000? — That 
is  so,  yes. 

4179.  The  heading  being:  “ Taxable  income  is  the 
gross  income  brought  under  review,  less  exemptions 
and  allowances  other  than  those  personal  to  the  tax- 
payer ” — the  personal  ones  being  abatements,  Life 
Insurance  premiums  and  so  forth? — Yes. 

4180.  But  not  exemptions? — Not  exemptions.  Those 
were  treated  as  outside  the  purview  of  the  tax. 

4181.  The  amount  of  the  taxable  income  of  weekly 
wage-earners  as  I read  that  table  is  £470,000,000, 
approximately? — Yes. 

4182.  Table  VI.  [of  App.  No.  3]  shows  gross  income 
reviewed  by  the  Department;  that  is  the 
£1,970,000,000,  less  all  exemptions  and  allowances  of 
whatever  kind  or  however  made,  and  that  reduces  that 
£470,000,000  to  £66,000,000?— That  is  so.  That 
would  be  after  the  ordinary  abatements  and  allowances 
in  respect  of  the  wife  and  child  and  the  dependent 
relative. 

4183.  It  is  the  fact  that  the  income  of  weekly  wage- 
earners,  which  in  total  is  £470,000,000,  is  reduced  not 
by  exemptions  but  by  abatements  and  allowances  of 
various  descriptions  personal  to  the  worker  by  more 
than  £400,000,000? — That  is  so,  yes. 

4184.  That,  of  course,  is  a very  considerable  con- 
cession to  the  weekly  wage-earner,  is  it  not? — That  is 
so.  I put  the  same  thing  in  a different  form  in 
Table  I.  of  my  present  proof,  by  showing  the  effective 
rate  on  incomes  from  various  sources.  For  example, 
we  find  the  effective  rate  on  an  income  of  £250 
in  the  case  of  a married  man  with  three  children 
is  3d.  in  the  £. 

4185.  A very  considerable  concession  being  the 
exclusion  from  the  purview  of  your  return  of  all 
incomes  which  are  exempt? — That  is  so. 

4186.  Have  you  considered  at  all,  when  you  were 
considering  the  question  of  indirect  taxation  in  con- 
nection with  your  suggestions,  that  when  you  grado 
up  the  Income  Tax  and  Super-tax  even  to  the 
amount  which  you  suggest,  you  are  putting  an  addi- 
tional burden  during  life  on  those  who  are  going  to 
pay  a very  heavy  one  on  death  ? — It  is  quite  true  that 
the  Death  Duties  have  to  be  taken  into  account  as 
part  of  the  general  taxation  of  this  country ; that 
is  what  I think  you  have  in  mind.  That  of  course 
was  done  in  the  paper  that  I referred  to,  which  has 
been  brought  to  your  notice — Mr.  Herbert  Samuel’s 
paper  written  at  the  beginning  of  this  year. 

4187.  Mr.  Synnott : Have  you  considered  that  in 
your  recommendations,  because  there  is  no  allusion 
to  it? — -Yes,  undoubtedly  we  have  taken  all  the 
material  into  consideration. 

4188.  But  you  have  not  got  out  any  figures  to 
show  that. 

4189  Mr.  Marks : I was  going  to  ask  that  question, 
whether  it  had  been  considered  in  connection  with 
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the  suggestions  which  the  Department  is  putting  for- 
ward now? — That  is  so,  yes. 

4190.  I just  want  to  have  it  on  record  that  in 
spite  of  the  very  heavy  burden,  and  the  additional 
heavier  burdens  which  are  proposed  under  the  present 
resolutions,  the  Department  stills  feels  justified  in 
recommending  additional  taxation  of  this  charactei 
on  their  incomes? — Within  such  limits  as  I have 
suggested,  yes. 

4191.  You  have  got  a very  considerable  objection 

to  any  mathematical  formula  of  graduation,  and  I 
think  the  Australian  formula  is  wholly  unsuitable 
for  this  country,  but  is  it  not  a fact  that  this 
mathematical  formula  might  very  well  he  expressed 
in  some  other  form— percentages  for  instance?  lhe 
result  of  their  application  might  be  expressed  in 
some  such  form  as  percentages  which  might  be  quite 
easily  understood  ?— The  danger  of  percentages  is  that 
you  would  simply  be  carried  to  the  Prussian  system 
of  tariffs  or  categories  of  income  with  an  infinite 
number  of  steps  and  an  infinite  number  of  little 
jumps  , . , 

4192.  Of  course,  it  might  be  so,  but  you  could 
make  your  interval  of  change  as  large  as  you  liked. 

I am  not  going  into  it ; all  I wanted  to  know  was 
whether  you  have  considered  whether  any  mathe- 
matical formula  might  not  be  applied  in  such  a way  as 
to  produce  results  easily  understandable  by  the  people . 
—We  have  done  the  best  we  can  in  that  respect  to 
provide  an  absolutely  smooth  curve  in  a form  which 
we  consider  is  at  least  workable  under  the  present 
tax,  and  the  result  is  expressed  in  these  rather  com- 
plicated paragraphs  in  my  proof,  beginning  with 
paragraph  66  and  I am  afraid  we  think  we  cannot 
do  anvthing  better.  , 

4193.  My  point  is  this.  If  complications  are  to  be 
an  objection  to  a smooth  graduation  you  have  got 
very  nearly  as  complicated  results  by  your  methods 
as  you  could  from  any  mathematical  formula  i— 
You  mean  my  complicated  method? 

4194.  Yes. — But  it  springs  from  a mathematical 
formula  just  like  the  Super-tax.  The  Super-tax 
is  a mathematical  formula. 

4195.  Mr.  Synnott : I just  take  you  up,  as  I have 
this  before  me,  at  the  point  to  which  the  previous 
questioner  brought  you  upon  these  Tables  [see  App. 
No.  3].  These  Tables  show  an  enormous  extension 
in  recent  years  of  the  amount  of  taxable  income, 
primarily  taxable,  but  not  really  brought  to  tax 
by  virtue  of  abatements.  The  figures  are  enormous, 
are  not  they?  Out  of  a total  income  of  £2,290  millions 
(col.  2 of  ‘Table  III.)  the  aimual  income  on  which 
tax  is  received  is  £1,250  millions?  Yes. 

4196  That  is  to  say  there  was  a thousand  millions 
of  income  which  was  not  taxed  and  would  have  been 
taxed  but  for  the  abatements  ?— I think  that  is  really 
hardly  so.  For  example,  there  is  £132  millions  in 
respect  of  reductions  for  overcharge. 

4197  £1,250  millions  is  the  figure  on  which  the 
tax  was  received?— That  is  so.  As  to  that  balance 
of  £1,000  millions,  it  includes  £100  millions  of  income 
which  comes  under  our  review  but  is  never  under 
the  purview  of  the  tax  as  a tax  at  all.  It  includes 
£45,000,000  for  the  repairs  of  houses,  which  is  not 
profits  or  income  in  any  ordinary  sense,  it  includes 
£42  millions  for  wear  and  tear  of  machinery,  and 
it  includes  £132  millions  in  respect  of  reductions  and 
discharges  in  cases  where  overcharges  have  been 
made  in  case  of  incorrect  returns  or  otherwise  That 
is  in  Table  III.  of  the  “ Statistics  relating  to  In- 
come Tax  and  Super-tax  ” [see  App.  No.  3]. 

4198.  Taking  the  year  of  the  war,  because  that 
is  the  time  when  we  wanted  more  money,  look _ at 
your  abatements  m 1914  in  col.  12  of  Table  II  . 
You  have  got  the  figure  there  of  £144  millions  for 
the  year  1913-14.  They  were  extended  to  £521 
millions  in  the  year  1918-19,  when  of  course  more 
money  was  required  ?— That  is  very  largely  due  to 
the  fact  that  an  enormously  larger  number  ot  tax- 
payers were  brought  within  the  purview  of  the  tax 

4199.  Now  come  to  my  next  point.  Ib  not  the 
significance  of  these  figures  generally  this,  an  enor- 
mous increase  of  Schedule  D in  the  gross  income,  and 
an  enormous  increase  in  the  income  for  weekly  wage- 
earners,  and  in  the  salaries  of  corporation  and  public 
company  officials?— You  are  speaking  of  Table  Y.? 

4200. ' Yes,  and  I point  out  that  in  that  Table  the 
income  for  \916-17  of  weekly  wage-earners  was  £199 


millions,  and  in  1918  it  was  £469  millions.  If  you 
take  profits  from  businesses  they  went  up  from  £661 
millions  to  get  £862  millions  m spite  of  the  war, 
and  in  the  last  column,  salaries  of  Government, 
corporation  and  public  company  officials — I am  afraid 
it  would  not  be  too  great  a supposition  to  suppose 
that  was  chiefly  Government  officials — they  went 
from  £147  millions  in  1914  to  £310  millions  in  1918. 

I bring  up  these  figures  for  the  purpose  of  asking 
a question.  Is  it  not  clear  that  there  are  certain 
classes  of  the  community  who  have  been  able  to  adjust 
their  incomes  far  in  excess  of  any  increased  taxation? 

I do  not  think  for  a moment  it  must  be  taken 

that  those  increases  merely  represent  increased  in- 
come of  individuals.  It  does  not  for  a moment  re- 
present that.  It  represents  an  increased  number  of 
individuals  engaged  in  industry  or  trade  of  one 
kind  or  another,  or  as  Government  officials,  and  so 
on,  coming  for  the  first  time  under  the  purview  of 
the  tax. 

4201.  But  we  have  been  in  a state  of  war,  and  we 
know  there  have  been  three  to  four  millions  of 
able-bodied  men  at  the  front.  Surely  these  figures 
point  out  that  a smaller  number  of  persons  have 
enormously  increased  their  income.  We  know  how 
many  millions  have  gone  to  the  front.  I am  dealing 
with  a series  of  years  when  there  were  fewer  numbers 
of  persons  working? — Subject  to  the  influx  of  women 
into  industry. 

4202.  Very  well.  I want  to  point  this  out  on 
the  question  of  the  difference  between  earned  income 
and  unearned  income,  is  it  not  a fact  that  those 
classes  were  earning  more,  whether  in  trade  or  by 
being  in  Government  offices,  or  as  salaries  or  as 
weekly  wage,  and  thereby  have  been  able  very  largely 
to  adjust  their  incomes  to  war  conditions  as  to 
high  prices? — In  many  industries  I have  no  doubt 
that  is  so. 

4203.  Do  not  the  figures  show  m fact  what  we  all 
know  is  going  on  all  round  us? — In  many  instances 
that  is  so — I think  generally  so,  but  not  entirely  so; 
for  example,  solicitors  and  professional  people.  On 
the  other  hand,  property  incomes  have  also  increased 
in  many  instances. 

4204.  Your  general  scheme  before  us  here  really  gives 
large  abatements  and  additional  abatements  and  allow- 
ances to  these  very  people  who  have  been  able  to 
adjust  their  incomes  and  increase  their  incomes  in 
spite  of  high  prices,  counteracting  the  effect  of  those 
high  prices?— No;  the  allowance  is  given  equally  to 
the  earned  income  and  to  the  unearned  income  and 
by  reference  to  the  household  responsibility.  I do 
not  limit  it  in  the  least  degree  to  earned)  incomes. 

4205.  And  in  view  of  those  facts  you  still  propose 
to  give  the  bounty  to  earned  income,  because  I call  it 
a bounty? — You  mean  the  “ earned  ” rate? 

4206.  Yes.— I am  not  suggesting  that  there  should 
be  any  alteration  of  the  law  in  regard  to  the 
“ earned  ” rate. 

4207.  Then  you  adhere  to  it? — Yes. 

4208.  In  spite  of  the  fact  that  we  have  the  evidence 
that  the  man  with  an  earned  income  can  adjust  his 
burden  to  his  back,  to  put  your  own  simile ; he  can 
strenghten  his  back  in  other  words?— It  still  remains 
true  in  regard  to  property  incomes  first  of  all  that 
many  of  them  have  increased,  and,  secondly,  that 
there  is  an  essential  difference  between  the  property 
income  and  the  earned  income,  in  that  it  continues 
to  yield  income  after  the  man  is  dead. 

4209.  Let  me  test  that  proposition.  You  have  read 

these  proceedings  of  the  Committee  .in  v‘ 

Lowe  made  his  famous  memorandum  m 18bir'— les, 
they  were  on  temporary  incomes. 

4210.  Have  Mr.  Lowe’s  arguments  ever  been  an- 
swered?—In  substance  I think  they  were  answered 
by  the  Dilke  Committee  which  made  this  distinction, 
admitting  that  it  is  one  against  which  a certain 
amount  of  theoretical  argument  can  be  brought  to 

b64211.  “ Claims  quite  as  strong  as  those  which  have 
been  recognised  are  left  unredressed,  such  as  those  or 
the  clergyman  to  be  ranked'  amongst  industrial  in- 
comes,  of  the  owner  of  poor  house  property  for  a re- 
mission  proportionate  to  his  real  outlay  for  ”p. 
and,  above  all,  of  professional  men  whose . income  de- 
pends on  their  skill  and  labour,  to  he  fared  on  a 
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different  scale  to  that  applied  to  manufacturers, 
brewers,  bankers,  and  merchants,  who  are  able  to 
leave  out  of  the  capital  involved  in  their  business 
ample  provision  for  their  children  and  are,  pro 
tanto , exonerated  from  the  necessity  of  saving.”  It 
is  pointed  out  there  that  in  the  case  of  manufac- 
turers, brewers,  bankers,  and  merchants  there  is  an 
element  of  goodwill  and  capital  involved  in  which 
earned  income  can  be  carried  on  from  father  to  son 
just  as  well  as  by  the  man  who  saves  a few  thousand 
pounds  for  his  wife:  is  not  that  so? — Might  I just 
deal  with  those  three  things?  The  clergyman  has 
been  dealt  with ; his  is  earned  income.  The  poor  house 
property  case  has  been  dealt  with ; the  repairs  are 
allowed. 

4212.  Pardon  me ; I think  you  have  misconceived 
my  argument  altogether.  Is  it  not  a fact  that  there 
are  many  cases  in  which  the  larger  proportion  or  a 
very  large  proportion  of  the  so-called  earned  inoome 
is  not  really  earned  at  all?— I quite  agree  in  regard 
to  incomes  from  trade,  a certain  proportion  in  many 
cases  represents  a return  upon  capital. 

4213.  Are  not  we  dealing  with  the  very  largest 
Schedule  in  the  whole  of  the  Income  Tax?  If  I can 
show  that  there  is  an  inequitable  provision  in  the 
very  largest  Schedule,  and  if  I can  show  that  my 
proposition  would  lead  to  a large  increase  in  revenue, 
would  not  the  levelling  up  of  the  earned  inoome  under 
those  circumstances  to  the  unearned  rate  in  war  time 
dispense  with  all  your  new  propositions,  or  the  need 
for  your  new  propositions? — No.  It  would  hardly 
produce  such  a revenue  as  that.  It  would  produce 
in  effect  something  over  £10,000,000,  if  you  say  that 
it  would  be  right,  having  done  away  with  the  distinc- 
tion between  the  two  rates  of  tax,  to  level  up  the 
lower  to  the  higher.  I should  say  that  it  was  equally 
right  to  strike  a balance  between  the  two. 

4214.  You  are  aware,  of  course,  that  economists,  I 
think  you  may  say  the  bulk  of  those  who  have  written 
on  it,  trying  to  get  at  the  root  of  the  matter  and  the 
equality  of  the  matter,  uphold  the  view  that  I am 
presenting  ? — I think  you  will  find  amongst  economists 
a very  considerable  divergence  of  opinion.  Of  course, 
there  is  capital  income  in  the  income  which  is  derived 
from  the  carrying  on  of  a trade,  I quite  agree.  It 
was  suggested  before  the  Dilke  Committee  that  you 
should  have  three  rates,  the  pure  unearned  income 
rate,  the  pure  earned  income  rate,  and  the  mixed 
rate.  Such  a thing  would  be  quite  possible.  It  would 
indeed  be  extremely  difficult  to  do,  but  it  could  be 
done. 

4215.  The  very  fact  that  such  a proposition  was 
brought  forward  shows  quite  clearly,  does  it  not,  that 
there  is  no  logical  distinction  between  the  earned  and 
unearned  income? — The  decision  that  was  come  to  by 
the  Dilke  Committee  on  that  subject  was  that  there 
was  a difference  which  was  sufficiently  marked  and 
sufficiently  prevalent  to  call  for  treatment.  Con- 
sequently, although  they  said'  it  was  impossible  to 
arrive  at  a completely  logical  and  final  distinction 
between  the  two,  they  gave  you  a working  rule  for 
the  difference  between  the  earned  and  the  unearned 
income,  and  they  said  that  in  the  conditions  of  the 
world  as  we  know  it  they  thought  that  would  be  a 
sufficient  working  solution  of  the  problem,  and!  my 
submission  is  that  all  experience  goes  to  show  that  it 
has  proved  so. 

4216.  The  people  who  are  earning  incomes  do  not 
complain  to  you  because  they  get  an  abatement? — 
No. 

4217.  With  reference  to  Sir  Thomas  Whittaker’s 
questions,  I am  bound  to  say  I did  not  take  it  in  the 
way  that  Mr.  Warren  Fisher  took  it  at  all.  I put  it 
in  my  own  way.  and  I should  like  to  ask  yon  this 
question : You  have  framed,  and  I think  in  your 
personal  evidence  you  took  a stronger  line  even  than 
in  your  written  proof,  certain  definite  lines  of  policy. 
The  Chairman  and1  Mr.  Warren  Fisher  verv  properlv 
nointed  out  that  it  was  one  of  the  duties  of  the  Inland 
Revenue  to  suggest  lines  of  policy,  but  that  would  be 
confidential  lines,  surely,  to  the  Chancellor  of  the 
Exchequer.  Is  there  not  a great  and  grave  difference 
between  such  suggestions  made  confidentially  to  the 
Chancellor  of  the  Excheouer,  and  made  here  to  a 
Commission  whose  proceedings  and  whose  reports  will 
be  in  the  hands  of  the  public?-  Really.  I think  T 
dealt  with  that  in  reply  to  Mr.  Warren  Fisher.  I 


was  asked  for  a tentative  suggestion  as  to  the  way  in 
which  my  own  mind  was  moving.  I answered  that 
question.  I do  everything  that  I can  to  assist  the 
Commission. 

4218.  This  was  put  forward  not  as  a personal 
opinion,  but  as  the  opinion  and  the  agreed  policy  of  a 
public  Board? — The  proof  was  so  put  forward.  I was 
asked1  as  to  what  was  moving  in  miy  mind,  and  as  a 
tentative  suggestion  I gave  my  own  view  of  Scale  B. 
I hope  I made  that  clear : I am.  sorry  if  it  was  other- 
wise. 

4219.  Chairman:  You  were  asked  the  question 

which  of  the  schemes  you  personally  preferred,  and 
you  said  Scale  B ; that  was  your  answer. 

4220.  Mr.  Synnott : Yes,  but  assuming  the  policy  to 
be  right,  of  oourse,  your  scale  would  come  in,  but  it 
is  a question  of  the  wisdom  and  justice  of  the  policy. 
Is  it  usual  before  Royal  Commissions  for  a Depart- 
ment on  the  very  matter  which  the  Commission  have 
to  consider  and  look  at  all  the  circumstances,  to  ex- 
press their  opinion  of  the  policy  ? — May  I say  we  were 
asked  to  give  evidence. 

4221.  Before  a Royal  Commission? — Wo  were  asked 
to  come  here  with  evidence  on  this  subject,  so  natur- 
ally we  come. 

4222.  Chairman:  That  is  the  point,  Mr.  Synnott. 
Do  you  want  to  elaborate  the  point  now? 

4223.  Mr.  Synnott:  No,  I leave  that  matter. 

4224.  Chairman : It  is  perfectly  true  that  we  did 
ask  the  Inland  Revenue  to  give  us  assistance  on  all 
these  matters.  Do  you  think  that  these  suggestions 
which  they  have  put  here  ought  to  be  secret  sugges- 
tions ? 

4225.  Mr.  Synnott:  No,  I think  it  is  in  the  hands 
of  the  Commission  now,  but  I always  dislike  secrecy. 
I think  I need  say  nothing  more.  The  way  I put  it 
is  this.  There  are  considerations  on  this  matter,  and 
I hope  if  you  will  allow  me  I will  present  them,  which 
are  far  wider  in  scope,  which  would  naturally  come 
before  the  Board  of  Inland  Revenue. 

(To  Witness) : You  dealt  with  the  question  of 
complaints . Surely  you  will  not  judge  of  the  equality 
or  the  justice  of  a matter  of  this  kind  merely  by  the 
number  of  the  complaints  and  the  character  of  the  com- 
plaints; you  have  in  the  one  case  5,000,000  of  people 
at  £250  a year ; you  have  a million  from  there 
up  to,  say,  £10,000;  and  then  you  have  the  smaller 
number  of  persons  above  it.  Is  not  it  natural  that 
you  should  have  complaints  from  the  larger  number? 
— We  do  not  judge  this  matter  simply  by  the  number 
of  complaints  received.  We  are  in  continual  touch 
with  the  taxpayers  of  the  country  from  day  to  day, 
and  I venture  to  suggest  that  we  have  very  consider 
able  opportunities  of  forming  a judgment  as  to  what 
it  seems  to  us  would  be  the  general  view  held  in  re- 
gard to  the  present  scale  of  graduation  of  the  tax. 
We  may  have  misjudged  it,  but  we  have  done  our  best 
to  come  to  a conclusion  upon  it. 

4226.  When  you  use  the  word  “general,”  you  at 
once  let  in  the  question  of  the  numbers  which  you 
just  before  said  have  nothing  to  do  with  it.  Let  me 
put  this  general  question : Is  not  this  the  fact,  apart 
from  complaints,  that  it  is  the  high  rate  of  tax, 
coupled  on  the  other  hand  with,  shall  I say,  the  Report 
of  the  Select  Committee  on  Expenditure  before  us 
as  to  notorious  public  waste,  that  induces  many  people 
no  longer  to  consider  their  moral  apart  from  their 
legal  obligation  to  be  conscientious  in  their  returns? 
— I am  bound  to  say  I do  not  see  the  connection  be- 
tween the  Reports  of  the  Public  Expenditure  Com- 
mittee and  this  matter. 

4227.  The  Report  of  the  Public  Expenditure  Com- 
mittee points  out  in  terms  what  everybody  knows 
— I know  of  no  means  by  which  we  can  relate  the  two 
things. 

4228.  Is  not  that  just  one  of  these  matters  that 
might  never  come  before  the  Inland  Revenue  at  all? 
You  might  never  hear  that  view.  They  are  not 
likely  to  express  it  to  you.  A man  who  was  going 

to  evade  the  tax  is  not  going  to  tell  you,  is  he? I 

quite  recognize  that.  A public  report  of  that  kind 
has  a public  atmosphere. 

4229.  Have  you  considered  at  all  the  effect  of  your 
increase  in  graduation  of  higher  incomes  on  people 
who  take  those  views? — I have  dealt  with  all  that  in 
mv  proof  as  clearly  as  I cap. 
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4230.  You  are  already  aware  that  there  is  a great 
deal  of  attempted  evasion  ? — There  are  certain  classes 
of  evasion  in  regard  to  which  we  shall  wish  to  bring 
evidence  before  you.  A certain  measure  of  evasion 
is  inevitable  in  connection  with  any  tax  which  is 
assessed  directly,  and  it  rises  with  the  rate;  there  is 
no  doubt  about  that. 

4231.  Do  not  you  know  that  every  additional  turn 
to  the  screw  and  addition  to  the  rate,  which  you  call 
an  adjustment — I call  it  a large  increase,  in  some  cases 
a geometrical  progression — very  largely  increases  at 
least  attempts  at  evasion? — Yes,  but  we  are  not  in- 
creasing the  rate  by  geometrical  progression.  What- 
ever we  are  doing  we  are  not  doing  that. 

4232.  No,  but  I suggest  that  every  increase  in  the 
rate  by  a certain  percentage  will  by  an  increased 
multiplier  add  to  the  attempts  at  evasion? — I am 
not  sufficient  mathematician  to  know  whether  this  will 
be  geometrical  or  otherwise ; but  what  I am  concerned 
with  is  in  not  turning  the  screw  on  the  particular 
taxpayers,  but  adjusting  the  particular  turns  of  the 
different  screws  upon  different  sections  of  incomes. 

4233.  But  you  are  loosening  some  screws  and 
tightening  up  others? — -Yes. 

4234.  You  alluded  to  your  chart  and  to  the  evidence 
of  foreign  countries.  Surely  the  chart  and  that  evi- 
dence hardly  support  your  theory? — Will  you  tell  me 
what  you  have  in  mind  ? 

4235.  The  material  is  this.  Taxation  of  all  except 
very  high  incomes  is  very  much  lower  in  the  Colonies 
and  even  in  the  United  States  than  in  England? — 
It  is  a good  deal  lower,  yes. 

4236.  It  is  a great  deal  lower  ? — That  is  so. 

4237.  Up  to  £20,000  it  is  very  much  lower.  Have 
you  got  there  the  Tables  illustrating  the  rates  of 
Income  Tax  in  force  in  other  countries? — Yes.  [.See 
App.  No.  14  (e).] 

4238.  Table  A shows  earned  incomes.  Take  a man 
with  £3,000  a year;  in  England  he  pays  £962  10s.  in 
taxation ; and  in  the  Commonwealth  of  Australia  he 
pays  £289;  while  in  the  Commonwealth  and  New 
South  Wales  it  is  £405,  that  is  the  combined  tax? — 
He  must  always  pay  the  two. 

4239.  Ours  is  more  than  twice  the  amount? — Yes. 

4240.  In  New  Zealand  it  is  £532;  in  the  Union  of 
South  Africa  £207 ; in  the  Dominion  of  Canada  £187, 
and  so  on,  down  to  the  United  States,  which  you 
alluded  to  as  being  exceedingly  high,  where  it  is 
£358? — I alluded  to  the  United  States  as  being  very 
high  on  the  very  large  incomes,  if  I may  be  allowed 
to  say  so. 

4241.  But  you  proposed  a considerable  addition  to 
the  tax  on  incomes  under  £40,000  and  £50,000  a 
year? — A certain  increase,  I agree. 

4242.  The  higher  tax  being  there  already? — Yes. 

4243.  That  is  the  point  I am  putting  to  you,  that 
we  must  take  this  Table.  You  are  putting  an  .addi- 
tional tax  on  what  I have  shown  to  bo  a relatively 
much  more  highly  taxed  income  in  this  country  than 
any  of  the  countries  in  your  chart,  and  in  the  Tables. 
These  are  the  countries  which  you  wish  to  follow  in 
certain  respects  with  regard  to  wives’  allowance  and 
so  on.  I ask  you  to  look  at  the  whole  question  and 
see  what  they  do  in  other  matters? — I understand 
really  Mr.  Synnott  to  be  arguing  this,  that  the  taxa- 
tion in  this  country  is  so  much  higher  than  in  other 
countries  that  it  is  almost  impossible  to  think  of  any 
readjustment  which  involves  any  increase  on  any  part 
of  the  scale;  I think  that  must  be  the  substance  of 
the  argument. 

4244.  Well,  it  is  a little  more  than  that,  but  I 
think  the  argument  stands  for  itself? — In  comparing 
with  these  other  countries  I quite  agree  that  the 
burden  of  tax,  which  very  likely  at  present  has  not 
reached  its  full  development  there,  is  less. 

4245.  We  do  not  know  about  development  here 
either? — I fear  we  do  not;  but  it  is  less.  At  the 
same  tinje,  looking  at  them  in  their  several  stages 
of  rate,  it  is  true  as  regards  other  countries  that  the 
Income  Tax  is  at  a less  rate  upon  medium  incomes 
than  it  is  here. 

4246.  As  regards  these  lessons  from  other  countries 
which  you  wish  us  to  draw,  in  several  particulars  I 
think  you  admitted  to  Sir  Thomas  Whittaker  that 
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unless  you  knew  all  the  conditions  you  could  not 
properly  make  a comparison  between  the  burden  of 
taxation  there  and  here.  Let  me  put  to  you,  are  not 
these  very  important  difficulties,  that  the  cost  of 
living  has  been  generally  higher  in  those  countries, 
that  the  pound  sterling  is  of  less  value,  or  has  been, 
that  the  standard  of  wages  was  higher,  and  that 
there  was  a very  much  higher  indirect  taxation  which 
would  fall  on  the  lower  classes;  there  were  all  those 
differences  ? — I agree,  as  I have  said  before,  that 
there  is  this  question  of  indirect  taxation  in  these 
other  countries. 

4247.  I only  put  it  to  you  that  there  are  those 
essential  differences  if  we  are  to  take  a broad  view 
between  those  countries  and  this,  which  vitiate  an 
inference  or  a conclusion  as  to  what  we  should  do 
and  what  we  should  not  do  with  regard  to  our  tax  ? — 
I doubt  very  much  whether  the  cost  of  living  is 
higher  in  other  countries  than  it  is  in  this  country 
now. 

4248.  But  it  was  before  the  war? — But  I am  not 
concerned  with  before  the  war;  I am  concerned  with 
now. 

4249.  I understand  they  have  also  increased. 
Friends  of  mine  who  have  come  from  America  report 
the  same  thing? — The  rates  of  tax  I am  dealing  with 
are  the  present  rates. 

4250.  We  do  not  know  those  conditions  accurately  P 
— I quite  agree  there  may  be  elements  of  difference 
at  any  rate. 

4251.  You  have  not  considered  the  point  in  regard 
to  your  new  adjustment,  how  far  the  people  on  whom 
you  propose  certain  measures  of  relief  have  increased 
their  incomes? — That,  I think,  is  really  the  point 
you  were  on  before. 

4252.  Yes,  it  is;  it  is  a supplementary  question. 
Are  not  there  these  questions  also,  that  there  is  no 
doubt  a very  considerable  proportion  of  the  revenue 
now  applied  to  schemes  for  personally  benefiting 
those  very  classes — Old  Age  Pensions,  education,  and 
very  largely  free  education,  to  which  there  has  been 
a very  large  addition  in  point  of  money  grant,  even 
since  the  war ; Labour  Bureaux ; the  proposed 
nationalisation  of  industry ; and  there  is  the  fact  that 
whilst  the  wages,  for  instance,  of  the  railway  com- 
panies were  largely  increased,  the  goods  rates  were 
not  increased,  in  order  to  cheapen  living,  that  being 
in  effect  a subsidy  in  the  nature  of  the  bread  subsidy ; 
you  have  not  considered  those  points  of  view? — Yes. 
Mr.  Synnott  mentions  the  question  of  Old  Age  Pen- 
sions, and  the  provision  of  national  education  and 
Labour  Bureaux,  and  so  on.  Of  course,  the  benefit 
of  those  services  does  not  enure  entirely  to  the 
benefit  of  Income  Tax  payers. 

4253.  But  do  not  they  enure  to  the  special  benefit 
of  those  classes  whose  burden  you  now  wish  to 
diminish? — My  reply  is,  no,  they  do  not.  Old  Age 
Pensions  do  not  really  benefit  the  Income  Tax  payers. 
They  primarily  affect  the  people  who  are  far  down 
below  the  effective  limit  of  Income  Tax  at  the  present 
time. 

4254.  Would  not  they  benefit  a retired  miner? — 
They  may  in  some  cases. 

4255.  They  benefit  the  class,  do  not  they?  The 
miner  has  not  his  father  to  support? — I quite  agree 
that  there  are  Income  Tax  payers  at  the  lower  ranges 
whom  it  benefits. 

4256.  Professor  Pigou : In  paragraph  22  of  your 
evidence-in-chief  you  lay  down  the  general  prin 
ciple : — “the  object  of  the  graduation  of  the  tax  is 
to  attain  a fair  measure  of  equality  of  sacrifice.” 
Would  not  you  add  that  you  also  take  account  of  the 
object  of  making  the  aggregate  sacrifice  as  low  as 
possible? — I agree. 

4257.  So  that  this  is  not  really  a complete  state- 
ment, unless  you  regard  it  in  that  sense? — Ye3,  I 
think  that  is  a fair  criticism. 

4258.  And  consequently  the  case  for  graduation  is 
really  a great  deal  stronger  than  is  suggested  in  your 
proof,  because  it  is  obvious  that  you  will  diminisli 
the  aggregate  sacrifice  in  iso  far  as  instead  of  taking 
a large  number  of  sections  from  small  people  you  will 
take  bigger  ones  from  rich  persons? — That  is  true. 
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4259.  So  that  the  case  is  really  stronger  than  it 
would  appear  from  what  you  say? — Yes.  Provided 
always  that  you  may  never  overstep  the  limit.  I 
have  heard  the  question  expressed  like  this : * ‘ you 
must  never  leave  any  particular  taxpayer  in  a more 
painful  position  relatively  to  his  conditions  than 
another  taxpayer.”  Within  those  limits  I quite 
agree. 

4260.  Then  further  you  would  have  to  add,  would 
you  not,  a second  extra  condition,  a thing  to  which 
one  would  attach  importance,  namely,  that  the  tax 
should  not,  more  than  it  could  be  helped,  diminish 
the  amount  of  income  that  is  available  for  taxation? 
— I agree. 

4261.  On  that  point  it  was  argued  in  a question 
that  there  is  danger  that  the  high  graduation  at  the 
present  rate  will  drive  a great  deal  of  capital  abroad 
Is  not  it  the  fact  that  apart  from  fraud  a person 
cannot  escape  the  Income  Tax  unless  he  not  only 
sends  his  capital  abroad  but  himself  lives  abroad? — 
That  is  so,  yes;  he  must  also  find  a country  to  live 
in  which,  shall  I say,  is  more  healthy  from  the  point 
of  view  of  taxation  than  this  country. 

4262.  Sir  T.  Whittaker : Is  that  really  correct? 

4263.  Professor  Pigou : That  is  the  law,  is  it  not  ? 

4264.  Sir  T.  Whittaker : Might  I just  put  +his 
point,  because  it  is  very  important.  A company  may 
transfer  its  headquarters  from  London  to  Holland. 
The  tax  will  then  only  be  paid  by  those  persons  here 
who  receive  the  money,  that  is  sent  here,  but  the  pro- 
fits which  are  distributed  and  detained  in  Holland  will 
not  pay  tax.  If  the  company’s  headquarters  are  in 
London  they  will  pay  tax. 

4265.  Professor  Pigou:  Yes,  hut  that  is  only  a 
minor  part,  surely. 

4266.  Sir  T.  Whittaker:  That  is  a very  material 
point. 

4267.  Professor  Pigou:  (To  Witness ) But  is  it  not 
a small  part? — Yes.  I think  the  major  part  is 
chargeable  to  Income  Tax,  but  as  Sir  Thomas  says, 
that  is  so. 

4268.  Would  you  not  consider  that  these  very  rich 
people  whose  graduation  you  propose  to  increase  are 
rather  the  class  of  people  who  would  be  very  un- 
willing to  go  and  live  abroad,  the  advantages  they 
get  from  their  wealth  being  largely  social  advantages, 
and  so  forth? — I think  so.  For  my  own  part  I do 
not  at  all  contemplate  a migration  of  capital,  except 
as  a result  of  the  imposition  of  a system  of  taxation 
which  definitely  appeals  to  them  as  unjust.  Given 
that  you  have  such  a thing,  I think  you  are  at  once 
faced  with  the  danger  of  migration  of  capital. 

4269.  As  a kind  of  protest? — As  a kind  of  protest, 
yes;  the  migration  of  capital  and  of  business. 

4270.  But  apart  from  that,  the  direct  effect  you 
think  would  not  be  very  considerable  ?— That  is  my 
own  feeling. 

4271.  Then  with  regard  to  what  you  say  in  this 
same  paragraph  about  these  mathematicians.  You 
do  not  suggest,  surely,  that  there  is  any  school  which 
proposes  to  evolve  a graduation  scale  in  the  ah  P 
What  I suggest  to  you  really  happens  is  this,  that 
on  the  assumption  that  you  take  equality  of  sacrifice 
to  be  the  thing  aimed  at,  and  on  the  assumption  that 
you  know  the  function  relating  to  the  satisfaction  that 
is  got  by  a normal  possession  of  various  amount-5  of 
income,  then  it  is  a mathematical  problem  to  deduce 
from  that  what  the  rate  for  different  scales  of  income 
is? — My.  theory  always  is  that  that  is  rather  a large 
assumption.  It  does  not  take  all  things  sufficiently 
into  account. 

4272.  That  is  my  point.  It  is  quite  impossible, 
and  no  mathematician  could  conceivably  attempt  to 
deduce  those  in  the  air? — Quite. 

4273.  He  could  only  deduce  it  on  some  assumption 
about  the  function  relating  to  the  satisfaction  as  to 
ihe  amount  of  income? — Yes. 

4274.  That  function  is  necessarily  unknown,  and 
therefore  the  thing  is  impossible? — Yes. 


4275.  But,  on  the  other  hand,  when  you  have  got 

certain  points  on  your  scale  arrived  at  by  general 
reasoning,  then  a mathematical  formula  can  give 
you  a means  of  interpolating ? — I quite  agree. 

4276.  And  that  is  the  real  purpose  of  the  thing? — 
I quite  agree  that  there  there  is  a proper  province 
for  mathematics. 

4277.  There  is  a point  that  has  been  suggested  to 
us  in  evidence,  in  effect  the  thing  suggested  was  this : 
suppose  you  take  £2,000  as  the  amount  on  which  a 
certain  standard  rate  is  paid;  you  then  make  a num- 
ber of  fractions  of  that  standard  rate  which  you 
apply  to  all  other  income.  The  suggestion  then  was 
that  it  was  desirable  that  these  fractions  should  be 
permanent,  so  that  when  you  wanted  to  move  your 
Income  Tax  up  or  down,  you  could  merely  move  the 
standards  ? — Yes. 

4278.  Of  course,  that  obviously  does  not  work  for 
large  changes  in  the  rate,  because  it  merely  means 
that,  if  you  had  an  arrangement  that  was  suitable 
for  small  incomes,  at  the  top  of  the  scale  someone 
would  pay  21s.  ? — Yes. 

4279.  Would  you  consider  that  there  would  be  a 
convenience  from  the  point  of  view  of  small  changes? 
— We  really  have  something  like  that  in  our  6s.  and 
the  fraction  of  the  6s. 

4280.  Supposing  you  say  6s.  for  this  tax,  and  if 
we  want  more  Income  Tax  we  will  raise  the  standard 
to  7s.,  and  multiply  all  other  fractions  by  7 over  6. 
Do  you  think  there  would  be  any  advantage  in  that, 
so  that  people  could  know  a bit  ahead  ? — You  really 
could  do  that,  of  course,  with  the  present  system. 
You  could  raise  all  the  rates  by  a fixed  percentage. 
The  difficulty  is,  you  would  get  into  awkward  frac- 
tions of  pence. 

4281.  You  do  not  think  there  is  much  in  it,  as  a 
matter  of  convenience? — I certainly  think  if  there 
was  any  question  of  a general  increase  in  the  Income 
Tax,  provided  that  your  system  of  graduation  when 
the  time  comes  is  right,  the  increase  should  be  a pro- 
portionate increase.  I also  think  it  would  be  always 
wise  to  round  off  to  the  nearest  penny.  That  we 
should  be  working  in  -35  of  a penny  and  making  such 
calculations  on  the  Income  Tax  of  the  working  man 
would  be  very  inconvenient. 

4282.  But  in  principle  you  would  not  say  it  should 
be  a proportionate  increase,  however  much  the  scale 
was  raised? — No.  I certainly  agree  with  you  there. 
If  you  had  to  increase  your  Income  Tax  so  as  to  pro- 
duce double  what  it  produces  now,  I think  quite 
different  considerations  would  arise. 

4283.  Then  in  paragraph  26  you  speak  of  the  wives’ 
and  children’s  allowances,  and  give  your  argument  for 
stoppage  of  these  allowances  after  a certain  point. 
You  say : “ Clearly  there  comes  a point  when  a tax- 
payer is  wealthy  enough  to  bear  tax  on  the  whole  of 
his  income,  and  has  no  claim  to  receive  these  allow- 
ances ” ? — Yes. 

4284.  Does  that  really  meet  the  point?  Is  it  not 
still  true  that  a man  with  £5,000,  or  even  £10,000  a 
year  is  less  able  to  bear  taxation  than  a bachelor  who 
has  got  the  same  income  ?— Yes,  but  it  is  so  very  little 
less.  The  bachelor  may  have  other  responsibilities  of 
another  kind. 

4285.  That  is  so,  of  course.— At  one  time  both  I and 
several  of  my  colleagues  were  very  much  attracted  to 
the  view  that  these  allowances  should  be  carried  right 
through,  but  on  consideration  we  came  to  the  conclu- 
sion that  on  the  whole  it  was  better  to  take  the  other 
view.  If  the  allowance  is  to  be  carried  right  through 
the  tax,  it  really  becomes  surprising  to  find  that  the 
man  with  an  income  of  a million  a year  should  be 
entitled  to  an  allowance  in  respect  of  a wife,  but  that 
it  should  only  be  a marriage  allowance  of  £25  or  £60, 
or  whatever  the  sum  may  be.  It  almost  suggests  that 
a full  carrying  out  of  that  line  of  thought  would  result 
>n  exempting  a,  proportion  of  the  income,  which,  as 
you  know,  again  leads  to  great  difficulties;  the  man 
with  £6,000,000  a year  might  then  be  allowed  (say) 
£1,000,000  a year  as  the  wife’s  allowance.  We  have 
thought  on  the  whole  that  the  family  allowance  could 
better  be  regarded  as  one  necessary  in  the  case  where 
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the  burden  of  maintenance  of  the  members  of  the 
family  is  a serious  and  pressing  question  to  be  met; 
but  when  the  taxpayer  is  sufficiently  rich  to  be  able 
to  meet  bis  responsibilities  out  of  the  balance  of  in- 
come left  to  him,  that  is  to  say,  the  increase  in  utility 
of  the  balance  of  income  left  to  him,  after  payment  of 
bis  taxes,  it  would  be  better  simply  to  wipe  them  out 
at  that  point.  Whether  the  point  is  reached  at 
£1,200  or  £1,500,  or  a rather  higher  figure,  is  a mere 
question  of  opinion. 

4286.  Suppose,  for  instance,  you  take  a man  with 
£2,000  who  has  three  sons  at  school,  he  is  surely  in 
a much  worse  position  than  a man  with  £2,000  who 
has  not  any  sons? — Yes.  But,  on  the  other  hand,  I 
think  it  may  bo  argued  that  after  paying  over  the 
tax  which  he  is  now  liable  to,  or  any  tax  which  might 
be  imposed  upon  him  in  the  early  future,  he  has  still 
got  a very  adequate  fund  out  of  which  to  provide  for 
his  sons’  education.  He  can  perfectly  well  provide  for 
his  sons’  education,  and  he  is  very  lucky  to  have  the 
sons. 

4287.  I agree  to  that,  but  you  said  your  aim  is  to 
get  a fair  measure  of  equality  of  sacrifice? — Yes. 

4288.  Surely  you  do  not  on  this  plan  get  a fair 
measure  of  equality  of  sacrifice  between  those  two 
men? — I should  have  said  so,  and  I think  as  the 
income  goes  up  the  difference  in  the  burden  of 
responsibilities  becomes  a continually  diminishing 
factor  in  importance  in  the  graduation. 

4289.  I quite  agree  to  that;  that  is  what  I was 
going  to  suggest  next.  Would  not  the  thing  really  be 
met  best  in  this  way : Suppose  that  the  thing  works 
out  at  present  so  that  when  a man  has  £200  a year, 
and  has  a wife,  you  halve  his  tax ; rthen  as  you  go  up 
with  larger  and  larger  incomes  the  wife  should  still 
diminish  it  by  a certain  fraction,  but  that  this  frac- 
tion should  continually  diminish  so  as  to  approach 
a limit;  would  not  that  be  a fair  way? — Of  course,  it 
would  be  a possible  way.  All  kinds  and  sorts  of 
schemes  of  this  character  are  suggested ; some  of  them 
I regard  as  very  extravagant  schemes  like  the  scheme, 
for  example,  of  taking  the  total  income  and  dividing 
it  by  the  total  number  of  persons  maintained  there- 
from. Others  are  much  more  moderate.  My  own 
feeling  with  regard  to  all  those  schemes  is  that  the 
whole  question  of  graduation  is  most  extraordinarily 
difficult,  and  whatever  method  you  fix  upon  is  only 
going  to  be  an  imperfect  method  in  the  end.  You 
cannot  take  into  account  differences  in  health,  differ- 
ences in  ability,  and  a great  number  of  individual 
differences  between  households  of  the  like  income. 
Nor  do  I think  that  you  can  really  get  a true  measure 
of  ability  by  merely  taking  diminishing  fractions  of 
income  on  account  of  the  existence  of  children.  You 
are  still  left  with  the  difference  between  the  healthy 
child  and  the  child  who  is  delicate,  the  child  who 
wants  a particularly  good  education  and  the  child 
who  would  not  repay  it.  On  the  whole  my  view  is 
that  you  ought  to  pay  the  limited  regal’d  that  we  do 
pay  on  the  existing  principles  to  family  responsibility, 
and  merely  extend  the  amounts  rather  than  adopt  a 
system  of  this  kind,  which  I think  would  probably 
lead  to  rather  ambitious  proportions.  I think  the 
present  system  on  the  whole  is  better. 

4290.  It  is  rather  a dangerous  argument  that 
because  you  cannot  make  it  perfect  therefore  you 
should  not  try  to  improve  it? — I think  we  should  try 
to  improve  it.  I have  made  suggestions  as  to  trying 
to  improve  it,  but  on  general  lines,  which  incidentally 
are  adopted1  all  over  the  world,  I do  not  know  any  case 
corresponding  with  your  suggestion.  Of  course  the 
allowance  of  the  fixed  sum  for  the  marriage  allow- 
ance and  for  the  children  is  common  everywhere. 

4291.  Then  passing  from  that  to  the  distinction 
between  earned  and  unearned  income,  Mr.  Synnott 
put  questions  to  you  in  which  it  was  suggested  that 
because  of  the  present  rise  of  prices  the  earned1  income 
people  had  gained  at  the  expense  of  the  unearned, 
and  that  that  was  an  argument  for  removing  this 
differentiation.  Would  you  not  say  that  in  con- 
sidering Income  Tax  reform  you  have  got  to  take 
account  of  periods  of  falling  prices  as  well  as  rising 
prices? — I agree  entirely. 

4292.  And  therefore  that  argument  becomes  irre- 
levant?— I think  so,  yes,  and  in  addition  it  seems  to 
me  that  many  property  incomes  of  all  sizes  have  in- 
creased also. 


4293.  It  was  also  put  to  you  that  all  economists  were 
opposed  to  this  differentiation.  You  are  aware,  of 
course,  that  Mill  was  the  original  advocate  of  it? — 

1 was  reading  his  evidence  before  the  1851  Committee 
only  the  other  day. 

4294.  Mr.  Synnott : I did  not  say  all  economists. 

4295.  Professor  Piyou:  With  regard  to  the  arrang- 
ments  made  in  France,  which  are  referred  to  in  your 
annexe,  [see  Graph  VIII.,  App.  No.  12],  and  which  I 
believe  are  made  still  more  elaborately  in  Italy,  where 
business  income  earned  by  a man  who  is  also  managing 
his  business  is  treated  intermediately  between  earned 

incomes  and  unearned ? — That  is  so.  The  system 

exists  in  both  countries. 

4296.  Do  you  think  there  is  anything  to  be  said 
for  that?  Do  you  know  how  it  works  there  at  all? — 
Of  course  in  France  they  have  a separate  kind  of  tax 
for  all  kinds  and  sorts  of  incomes,  professional 
incomes,  trade  incomes,  and  mixed  incomes — I forget 
what  they  all  are.  It  is  rough  and  ready,  of  course, 
just  in  the  same  way  as  our  division  is  rough  and 
ready.  It  was  suggested  before  the  Dilke  Committee 
that  we  should  have  three,  or  it  may  be  four  divisions 
You  could  have  a rate  for  mixed  incomes  but  the 
additional  revenue  which  you  would  produce  would 
be  very  small.  You  could,  of  course,  attempt  to  get 
the  capital  elements  out  of  the  mixed1  income  and 
charge  that  portion  of  it  at  the  higher  rate.  That 
would  involve  arriving  at  the  capital  in  all  private 
businesses  in  this  country.  I think  Giffen  used  to 
take  the  figure  that  the  capital  element  in  earner 
income  of  trade  was  about  one-fifth  of  the  whole.  If 
that  is  true,  and  if  you  suggested  that  we  should 
launch  upon  the  very  big  undertaking  of  getting  out 
the  capital  element  I think  you  might  scrape  together 
nearly  a million  more  revenue. 

4297.  But  you  do  not  yourself  think  it  is  worth 
while? — I should  not  for  a moment  touch  it  myself. 


4298.  You  would;  leave  it  as  it  is? — I would  leave 
it  as  it  is. 

4299.  Next,  with  regal’d  to  the  machinery,  which 
of  course  is,  as  you  have  said,  entirely  distinct  from 
these  questions  we  have  been  discussing,  in  paragraph 
52  you  use  arguments  against  mathematical  formulae, 
based,  as  I understand,  on  two  principal  grounds, 
liist,  the  difficulty  to  the  taxpayer  of  understanding 


them? — Yes. 

4300.  And  secondly,  the  difficulty  arising  when  an 
income  is  assessed  in  two  places? — And  partly  taxed 
at  the  source,  if  1 may  add  that;  that  is  a very  im- 
portant addition. 

4301.  Do  you  extend  that  objection  to  an  arrange- 
ment on  the  American  plan,  which  in  effect  is  of 
course  our  Super-tax  plan? — It  is  the  same  as  the 
English  Super- tax. 

4302.  Would  you  extend  your  objection  to  that? — 

That  really  was  the  question  which  Sir  Edmund  Nott- 
Bower  put  to  me.  We  thought  it  over  very  carefully 
as  to  whether  we  could  work  a Super-tax  method  on 
the  present  Income  Tax.  We  felt  that  it  would  be 
extremely  difficult  to  do  it.  This  alternative  expres- 
sion that  I put  in  in  paragraphs  66  and  67,  is  just 
the  same  thing  turned  the- other  way  round.  That 
we  think  we  could  work  if  it  really  is  considered  that 
we  must  have  an  absolutely  smooth  scale.  The  reason 
why  we  could  work  that  and  not  work  the  Super-tax 
is  this,  that  it  does  give  a fixed  and  definite  rate  in 
zones  which  every  taxpayer  is  liable  to  pay.  You 
know  that  a taxpayer  has  an  income  somewhere 
between  £1,000  and  £1,500.  You  can  assess  the  whole 
of  his  earned  income  at  3s.  9d.,  and  his  unearned  at 
4s.  6d.,  and  then  he  can  bring  in  his  return  for  his 
rebate  at  his  convenience.  On  the  Super-tax  plan,  on 
the  other  hand1,  supposing  we  had  to  assess  part  of 
his  income  at  3s.  and  part  at  3s.  9d.,  in  dealing  with 
that  part  of  his  income  which  was  taxed  at  the  source 
and  from  which  6s.  had  been  deducted,  before  we  could 
ascertain  what  was  the  proper  amount  of  relief  to 
give  in  respect  of  that  over-assessment  against  the 
assessment  on  his  directly  assessed  income  we  have 
got  to  find  bis  income  out  to  the  exact  £,  and  trans- 
late the  double  rate  into  a virtual  rate  on  the  whole 
income,  involving  a calculation  down  to  the  decimal, 
of  a penny.  Obviously  it  is  very  inconvenient  in  com- 
parison with  this  scheme.  m 

4303.  Mr.  Kerly : May  I make  a suggestion'  ine 
whole  difficulty  is  the  exact  £.  If  you  take  £100 
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steps,  or,  if  it  is  convenient,  £1,000  steps,  that 
would  disappear? — Only  so  long  as  you  had  the  rate 
applymg  to  the  whole. 

4304.  You  get  the  next  complete  £100,  or  the  next 
complete  £1,000?— No,  I am  afraid  it  would  not  work. 

4305.  Professor  Pigou : May  I take  your  two  argu- 
ments in  succession?  So  far  as  your  objection  de- 
pends on  intelligibility  to  the  taxpayer  surely  this 
Super-tax  method  would  be  more  intelligible  to  the 
ordinary  taxpayer  than  the  method  you  suggest.  It 
is  quite  simple.  He  knows  he  pays  so  much  more 
each  successive  increment  of  income?— It  would  not 
be  very  easy,  I think,  in  the  case  of  a taxpayer  who 
has  a certain  proportion  of  his  income  taxed  at  the 
source.  If  you  think  of  a man  with  £250  taxed  at 
the  source,  and  £302  liable  to  direct  assessment  at 
earned  rates,  and  you  try  to  consider  the  sum  in 
your  head,  I feel  sure  that  there  are  great  difficulties 
attached  to  it. 

4306.  Do  you  mean  the  man  cannot  do  the  sum, 
or  he  will  not  understand  the  principle?  He  would 
clearly  understand  the  principle,  would  he  not?— Ho 
will  understand  the  principle,  but  it  is  the  actual 
w-orkmg  out  of  the  sum.  Before  you  can  get  the  sum 
nght  you  are  carried  to  the  effective  rate  every  time. 

4307.  But  he  will  not  regard  the  principle  to  be 
unjust  if  it  is  intelligible?— No. 

4308.  The  great  objection  seems  to  be  the  assess- 
ment in  two  places  or  from  two  sources?— No,  the 
whole  question  of  collection  at  the  source  is  involved 
as  well. 

4309.  What  happens  now?  Surely  everybody  except 
people  with  incomes  of  £2,000  to  £2,500,  has  to 
return  his  total  income? — Yes. 

4310.  Surely  it  is  a mere  matter  of  arithmetic.  1 
think  everybody,  except  these  few  people,  has  to 
return  his  total  income  as  it  is,  and  then  it  is  a 
mere  matter  for  the  Surveyor  to  do  the  arithmetic, 
and  make  the  adjustment?— It  is  true  that  practi- 
cal!y  everybody  makes  a return  of  his  total  income 
from  all  sources.  But  very  often  they  are  not  ready 
to  make  a return  of  their  total  income  from  all 
sources  at  the  time  when  we  have  to  be  making  our 
assessments  on  that  part  of  their  income  whfch  is 
assessed  direct.  They  cannot  make  an  accurate  return 
of  that  part  of  their  income  which  is  taxed  at  the 
source  and  the  amount  of  which  they  do  not  know 
tid  the  end  of  the  year.  Moreover,  if  we  are  held 
up  before  w-e  can  make  any  assessment  on  any  tax- 
payer until  he  has  rendered  his  return,  it  is  not  merely 
inconvenient  to  ourselves,  but  it  means  to  say  we 
have  to  begin  to  badger  taxpayers  to  bring  in  their 
returns  earlier  than  they  do  at  the  present  time  in 
Older  to  enable  us  to  get  the  effective  work  of  assess- 
ment  carried  through  to  time. 

to4me1'isBtbisUrTyi,i8  that  nece?sary-s  What  happens 

™e  la  thls-  1 hare  got  a house  in  one  place  I 
have  got  some  income  assessed  at  the  source*  and  I 
have  got  an  earned  income  at  Cambridge.  All  these 
at'tffe’  ,fMept  th  J earne,d  income  are  taxed,  the  one 
at  the  source  and  the  house  in  the  place  where  the 

required  is  maV"'1  "S’’  any  adJU5tment  that  is 

assessed  at  fw,  °A  he  of  my  “come  that  is 

an^.^^  that  /eTn “g^^ 
have  considered  this  very  carefully  together  I have 

S,  butTTs  Lte  JelyVffltr  & “&Z 

£u‘tTthe 

present  time  is  assessed  always  V referen™  to  Se 
Tas  1"0<!m<i  of  the  previous  year  at  the  time 
when  the  exact  income  of  that  year  is  known  Your 

inalm^  asbei 

the  exact  amolnt 

4, 312.  No,  not  the  amount  of  my  odds  and  end*  T 
income  ?— Would^it  not  “e^y  nt  “ 

tax  deducted  at  an  excessive  rate  from  yC income 


wmcn  is  taxed  at  the  source?  We  could  not,  until 
we  know  the  exact  details  of  what  your  income  is 
from  all  sources,  know  the  effective  rate  at  which 
you  fall  to  be  charged.  The  effective  rate  will  vary 
with  every  pound  of  income. 

4313.  I make  a return  for  the  earned  income  applied 
to  the  year  before? — Yes. 

4314.  Then  any  deduction  that  comes  in  as  regards 
Income  Tax  elsewhere  is  made  in  the  assessment  on 
me  from  that  earned  income? — Yes,  but  you  see  the 
difficulty  I have  is,  that  we  should  not  be  able  to 
make  it  correctly  until  we  know  precisely  what  your 
total  income  from  all  sources  for  the  year  is  going  to 
be,  including  the  dividends  which  you  have  not  yet 
received.  I may  put  it  in  another  way;  the  difficulty 
that  we  have  is  this,  that  a system  in  which  the 
effective  rate  chargeable  varies  with  each  pound  of 
income  involves  an  adjustment  upon  all  the  parts  of 
assessment  of  the  aggregate  liability  of  a man,  and 
the  moment  one  item  is  changed  it  is  bound  to  give 
a great  deal  of  trouble,  not  merely  to  ourselves,  but 
also  to  the  taxpayer.  Therefore  now  we  have  taken 
the  alternative  and  translated  it  into  a scale  on  a 
faxed  rate  with  a varying  abatement  which  the  tax- 
payer if  he  is  able  to  and  wishes  to,  can  come  forward 
for  at  the  ordinary  time,  or,  if  he  likes,  he  can 
postpone  it  and  ask  for  it  at  the  end  of  the  year 
when  his  total  income  is  known. 

4315.  I do  not  feel  quite  convinced  about  the  diffi- 
culty,  but  passing  on  from  that  there  is  the  fact  that 
tins  is  done  in  other  countries ?— The  French  tax. 
and  all  these  other  taxes. 

4316.  The  Canadian  tax?- Yes,  but  they  are  not 
taxes  which  are  collected  at  the  source.  They  have 
expedients  for  getting  at  some  of  the  sources  in  a 
kl“J,  'vay>  but  they  have  not  this  difficulty. 

431/  I would  like  to  put  at  all  events  some 
advantages  that  this  arrangement  might  have.  Apart 
from  the  obvious  advantage  of  avoiding  jumps,  sup- 
posing what  I suggested  just  now  about  allowing  a 
fraction  of  the  income  for  the  allowance  for  wife  and 
family  diminishing  as  the  income  increased,  and  the 
same  thing  would  hold  for  earned  income,  that  could 
be  done  quite  as  simply  on  this  plan,  could  it  not 
because  you  would  simply  make  the  fraction  vary  with 
the  different  increments  of  income?— I quite  agree- 
the  two  things  would  fit  in  together,  although  of 

rZT’  M fheme,fo,r  th»  Mot  for  the  wife  and 
child  could  be  worked  under  the  present  system. 

but  the  whole  thi”S  would  be  more 
intel  ipble  to  the  public  ?-Yes,  but  two  series  of 
Tarying  fractions,  working  this  way  and  that  way, 

I?!1.1 10t  a<Jd  f?'eatIy  40  the  simplicity  of  the  tax-1 

think  rather  the  opposite. 

4319.  Of  course  under  this  American  plan  it  would 

be  the  last  increment  which  would  be  overtly  taxed 
and  so  it  would  be  obvious  ito  a man  that  the  last 
increment  was  paying  more  than  the  net  rate? Yes. 

4320.  Sir  Thomas  Whittaker  put  to  you  that  it  was 
this  tax  on  the  last  increment  that  affected  people, 
he  IZh  T.  there  is  anything  in  the  argument  tlbat 
he  would  be  less  likely  to  notice  it  if  it  was  done 
™d,er, tle  P'f6?*  PIall?  Tbc  American  plan  would 
tend  to  check  the  earning  of  more?— I think  the 
American  plan  is  just  the  same  as  the  Super-tax  in 
this  country,  is  it  not? 

J“{  but„if  was  ext“ded  throughout-you 
do  not  think  really  there  is  much  in  that?— Honestlv 
I am  not  greatly  impressed  with  Sir  Thomas’s  argu- 
ment, for  my  own  part.  I think  the  Super-tax  pafer 
that* extmt  at  tlle  effective  rate: 
itm  v tln,ng  w 1Icb  matters  to  him  in  the  end. 
moot  ' Y°“  d°  attaoh  much  weight  to  the  argu- 
ment-supposing that  the  effective  rate  is  10s.  and 

Of  the  lls  ? T 1 +°  LS  ?.*— 1 bhat  hG  thinks 

• ' “l110  not  beheve  that  the  method  of 

expiession  weighs  very  much. 

4323.  Mr  Mackinder:  With  regard  to  paragraph 
ff™!  l in<J  eW,1OT?  I notice  that  the  mathematical 
toimula  plays  a considerable  part.  First  of  all  A n 
you  think  that  any  appreciable5  numbeJ  of  “LpaVers 
“ 13  ““try,  excepting  large  taxpayers  who  employ 

accountants  and  so  ou,  really  know,  or  at  least  think 
m terms  of  the  effective  /ate  the>  are  paytngP-I 
wonder.  I think  there  is  a good  deal  of  /isappre' 
hensiou  about  that  in  regard  to  the  smallest  incomes. 
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Very  often  the  effect  of  the  abatement  is  not  fully 
understood.  I think  as  regards  the  higher  ranges  of 
income  the  effective  rate  is  fairly  clearly  understood. 

4324.  I put  to  you,  for  instance,  the  kind  of  thing 
that  I hear  frequently  from  people  who  in  the  last 
year  or  two  have  just  come  within  the  purview  of  the 
Super-tax.  The  number  of  people  that  I hear  talking 
as  though  they  were  liable  to  the  whole  Super-tax, 
because  there  is  a certain  rate  on  the  last  few 
hundreds,  is  very  great,  and  those  are  relatively  in- 
telligent people? — You  see  they  are  only  just  making 
their  first  acquaintance  with  the  Super-tax,  I under- 
stand. I think  in  a very  short  time  they  would  learn 
better  than  that. 

4325.  I submit,  from  the  point  of  view  of  the  mass 
of  taxpayers,  it  is  desirable  that  they  should  think 
in  terms  of  effective  rates? — Yes,  I quite  agree. 

4326.  At  the  present  moment  you  would  agree, 
would  you  not,  that  apart  from  tables  which  are 
supplied  sometimes,  by  private  enterprise  chiefly,  1 
think  it  is  rather  difficult  for  a taxpayer  really  to 
ascertain  what  his  effective  rate  is  unless  he  is  pre- 
pared to  sit  down  to  a very  troublesome  calculation  ? 

- — He  has  got  to  take  account  of  his  abatement,  has 
he  not,  in  the  case  of  the  great  bulk  of  the  taxpayers  ? 

4327.  He  has  to  apply  a mathematical  formula  in 
order  to  ascertain  his  effective  rate? — He  has  got  to 
divide  his  total  tax  by  total  income. 

4328.  This  phrase  “ mathematical  formula  ” is  a 
very  grand  one.  I approach  it  in  another  way. 
Would  you  say  that,  for  the  purpose  of  graduation, 
100  steps  are  practically  sufficient? — 100  steps  with 
100  jumps  is  what  you  mean? 

4329.  Well,  you  may  have  small  jumps  to  start  with 
and  larger  jumps  no  doubt  further  up? — To  carry 
over  the  whole  range  of  incomes,  like  the  new  Italian 
scale  ? 

4330.  Yes? — I should  not  favour  it  myself. 

4331.  You  would  say  it  would  be  sufficient,  would 
you  not?  How  many  have  you  at  the  present  time, 
eliminating  the  difference  between  earned  and  un- 
earned?— There  are  six  scales  at  present,  and  then, 
of  course,  the  ascending  scale  of  the  Super-tax  after- 
wards. 

4332.  Then  you  have  a Super-tax  which  runs  up 
another  10  or  15? — There  are  nine  steps. 

4333.  So  it  is  a total  at  the  present  moment  of 
about  15  steps? — Yes. 

4334.  So  if  you  had  100  steps  you  would  have  a 
very  great  gain? — You  would  have  100  jumps. 

4335.  Never  mind  that;  that  we  can  deal  with  by 
other  methods.  There  would  be  jumps  somewhere 
unless  you  apply  a complicated  mathematical  formula? 
—Yes. 

4336.  There  are  bound  to  be  steps  of  some  sort;  you 
may  reduce  them  as  much  as  you  like? — Yes. 

4337.  The  point  I suggest  to  you  is,  would  the  tax- 
payer find  really  practically  any  great  difficulty  over 
a simplified  Australian  or  New  Zealand  system? 
Shortly,  what  I am  putting  is,  that  you  ascertain 
the  income,  you  then  (say)  have  a table,  and  you 
apply  a certain  percentage.  You  say  that  a person 
who  has  an  income  of  so  much  shall  pay  at  36/100ths, 
and  a person  who  has  an  income  of  so  much  shall 
pay  at  72  / lOOths ; do  you  think  the  public  would  find 
that  a difficult  thing? — Broadly  speaking,  it  is  a sug- 
gestion for  small  zones;  that  is  what  it  comes  to,  is 
it  not? 

4338.  Yes? — I really  doubt  whether  the  public  would 
find  it  much  more  convenient,  if  at  all  more  con- 
venient, than  the  present  method.  After  all,  at 
present  there  are  six,  or  it  may  be,  including  the 
Super-tax,  15  things  to  remember.  To  turn  that  into 
100  means  supplying  all  taxpayers  with  a table  con- 
taining the  100  on  all  their  forms.  I do  not  want 
for  a moment  to  suggest  that  small  zones  are  unwork- 
able, but,  speaking  generally,  the  smaller  the  zone 
the  greater  the  difficulty  in  dealing  with  the  tax- 
payer’s assessment,  and  therefore,  I am  afraid,  the 
greater  necessity  for  addressing  to  him  annoying 
enquiries. 

4339.  Well,  I do  not  want  to  go  to  the  point  that 
Sir  Thomas  Whittaker  was  putting,  but  I submit  in 
another  sense,  and  a totally  different  sense,  and  I 


think  in  a perfectly  fair  sense,  you  are  biased ; that  is 
to  say,  you  are  biased  in  favour  of  the  system  to  a 
certain  extent? — No,  I am  not  at  all  concerned  to 
maintain  the  status  quo  if  I can  find  a thing  which 
will  make  the  tax  work  more  smoothly  and  more 
satisfactorily  than  at  present. 

4340.  Supposing  your  taxpayer  has  before  him  these 
facts : first  of  all,  he  has  a number  of  personal  ad- 
justments?— Yes. 

4341.  Family,  and  so  forth? — Yes. 

4342.  The  total  income  has  to  be  ascertained? — Yes. 

4343.  Secondly,  the  adjustments  have  to  be  ascer- 
tained?— Yes. 

4344.  Thirdly,  having  ascertained  the  adjusted  in- 
come, he  has  then  simply  got  to  run  his  finger  down 
a column  containing,  I do  not  care  whether  it  is 
50  or  100  steps,  and  he  sees  at  once  what  is  the  pro- 
portion of  his  income  on  which  he  has  to  pay  tax. 
Would  you  say  that  that  justified  the  use  of  the 
expression  “mathematical  formula”  with  the  pre- 
judice that  is  involved? — No.  I am  just  considering 
this  aspect  of  that  matter.  We  are  going  to  have  100 
of  these  things.  A very  large  number  of  taxpayers 
will  come  very  close  to  one  of  those  margins.  A cer- 
tain number  of  those  will  be  anxious  to  represent 
themselves  as  just  below  that  margin. 

4345.  Do  you  not  get  that  now? — Yes,  but  only  at 
six  places.  It  is  only  the  taxpayers  round  about 
those  six  places  that  we  have  to  worry  in  order  to 
bring  them  up.  We  should  have  to  be  worrying  a 
great  number  of  taxpayers  as  to  whether  they  have 
made  a correct  return.  There  may  be  small  adjust- 
ments to  be  made  where  the  return  was  such  that 
they  are  on  one  side  of  the  bar  rather  than  the  other. 
I am  always  afraid  ultimately  that  the  adoption  of 
a great  number  of  small  zones  may  not  be  convenient 
either  for  us  or  the  taxpayer. 

4346.  I put  to  you  a case  that  was  mentioned  to  me 
last  night  by  a thoroughly  reputable  citizen  of  con- 
siderable standing,  that  he  offered  to  transfer  a brief, 
as  a matter  of  fact,  to  another  lawyer,  who  refused 
to  take  it,  and  refused  to  exert  himself  on  the  ground 
that  he  feared  it  would  just  lift  him  to  the  next  step. 
— I have  already  made  suggestions  for  dealing  with 
that.  I have  made  it  well  worth  his  while  to  take  it 
in  future. 

4347.  I suggest  where  you  have  these  big  steps  they 
are  far  more  likely  to  exercise  a kind  of  cheating  of 
the  Revenue,  if  I may  so  put  it,  that  is  to  say,  cheat- 
ing of  the  country  by  not  exerting,  than  having  small 
steps  which  no  doubt  would  give  you  a little  more 
trouble? — I think  I have  dealt  in  my  evidence  with 
the  marginal  relief  for  the  big  steps. 

4348.  But  if  you  can  have  marginal  relief  in  the 
case  of  the  big  steps  then  you  can  have  marginal  re- 
lief in  the  case  of  the  small  steps.  Is  it  really  a very 
practical  question  at  the  present  moment?  The 
marginal  relief,  of  course,  is  very  important  because 
you  suddenly  jump  and  your  jumps  are  considerable? 
—Yes. 

4349.  If  your  jumps  were  small  jumps  I suggest 
that  a very  large  number  of  taxpayers  would  not 
trouble  about  the  marginal  relief ?— Supposing  he 
had  a jump  of  £5  or  £6,  do  you  think  he  would 
ignore  it? 

4350.  I am  suggesting  £100.  I take  £100  because 
it  is  so  simple  and  everybody  understands  the  idea 
of  percentage.  Suppose  you  have  75 ; as  a matter  of 
fact  you  might  have  80  at  least  of  those  jumps  in 
the  lower  scale  of  income? — Yes. 

4351.  I suggest  to  you  that  when  you  get  to  the 
higher  scale,  £5  would  not  be  important,  but  you 
might  get  down  to  £10  on  the  lower  scale? — I think 
probably  even  some  of  those  jumps  as  you  begin  to 
ascend  the  scale  would  have  to  be  big.  There  would 
be  a continual  question  of  the  taxpayer  round  all 
those  points  nibbling  at  the  income  in  order  to  get  a 
lower  rate  of  taxation.  It  is  a thing  one  could  not 
overlook.  One  could  not  publish  a list  of  distribution 
of  incomes  which  was  like  a continual  letter  “ S.” 

4352.  That  is  all  I wanted.  I submit  to  you  that 
this  use  of  the  expression  “ mathematical  formula,” 
&c.,  is  hardly  justified.  As  a matter  of  fact  there  is 
an  alternative  system  which  would  be  quite  as  simple 
as  the  present  complexity,  namely,  to  have  a fixed 
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rate.  I suggest  that  a fixed  rate  that  can  be  altered 
by  the  Chancellor  of  the  Exchequer  without  a com- 
plicated scale  in  his  Budget,  by  a simple  line  in  the 
Act  of  Parliament  altering  everybody  automatically  at 
once,  and  adjustments  on  the  incomes  by  applying  a 
factor  to  the  incomes,  to  use  a mathematical  term, 
would  be  just  as  simple  and  just  as  understandable?— 
Taxing  an  income  as  though  it  were  a different  amount 
always  at  a fixed  rate — no. 

4353.  It  is  the  fact  at  the  present  moment  though 
your  people  do  not  work  it  out.  Your  effective  rate 
is  arrived  at  in  that  way? — Yes,  but  we  operate  in 
fact  upon  the  rate,  of  course.  Where  you  have 
changes  you  have  changes  of  rate. 

4354.  I am  suggesting  that  operating  on  the  income 
and  leaving  the  rate  fixed  is  not  more  complex  than 
operating  on  the  rate  and  leaving  the  income  fixed? 

i i frankly>  1 am  not  satisfied  that  that  system 
would  appeal  to  the  majority  of  taxpayers  in  this 
country.  You  could  not  say  to  a man  who  has  an 
income  of  £500:  “ we  are  going  to  tax  you  on  some- 
thing else.  ’ I doubt  that  very  much.  Apart  from 
that  I may  say  that  most  of  these  schemes — I have  not 
had  a definite  scheme  before  me  at  the  moment — con- 
tain the  same  difficulty  that  you  have  in  the  Super-tax 
method,  that  is  to  say,  there  is  an  effective  rate 
varying  with  each  £1  of  income.  To  that  extent  all 
the  objections  that  I have  endeavoured  to  suggest 
to  Professor  Pigou  apply  also. 

4355.  You  would  agree,  would  you  not,  that  when 
you  got  to  larger  incomes  there  is  a question  other 
than  equality  of  sacrifice  that  comes  in.  The  term 
used  just  now  was  “ aggregate  sacrifice  ”?— Yes. 

4356.  Would  you  not  agree  that  there  is  also  the 
question  of  the  indirect  effect  on  the  total  produc- 
tivity and  economy  of  the  country  that  may  be 
involved  ? What  I mean  is  that,  in  so  far  as  the  large 
income  to  a very  large  extent  is  really  in  the  nature 
of  a trust  and  is  not  spent  by  the  individual  himself, 
you  may  influence  that  to  the  detriment  of  the  country 
and  to  the  detriment  of  smaller  people.  You  cannot 
apply  rigidly  the  pure  principle  of  justice  and  equality 
of  sacrifice,  but  you  must  consider  the  sacrifice  of  the 
country  as  well  as  the  individual  when  you  come  to 
large  incomes.  I hoped  you  would  find  that  those  two 
principles  were  capable  of  being  reconciled  with  each 
other  without  leading,  when  separately  considered,  to 
different  results.  So  long  as  your  general  scale  is 
fair  in  the  proportions  of  its  tax  it  seems  to  me  you 
have  met  the  whole  thing.  Let  me  put  to  you  this 
case,  supposing  a person  has  a very  considerable 
income,  and  he  says:  “ now  I am  going  to  enioy 
myself.  I am  going  to  play  for  security.  I am  going 
to  put  my  money  into  gilt-edged  securities,  and  I am 
going  to  come  out  of  risky  venturesome  work  where  I 
am  cutting  ice  for  the  country  and  increasing  the 
productivity  of  the  country.”  Would  not  you  say 
in  that  case  the  policy  of  your  tax  was  bad  if  it  had 
that  effect?— Yes,  but  I cannot  quite  see  how  one 
can  produce  that  effect  by  modifications  in  the  system 
of  graduation. 

4357.  You  have  proposed  a very  steep  graduation?— 

A slightly  steeper  one. 

4358.  That  postulates  that  it  is  not  very  steep 
already ; I should  double  my  “ very  ” therefore,  aud 
say  a very,  very  steep  one.  You  are  proposing  a very 
steep  one  and  there  really  comes  into  consideration, 
not  merely  the  question  of  equality  of  sacrifice,  but 
also  the  question  of  the  economic  effect  on  the  country. 

suggest  that  where  people  are  administering  large 
incomes,  if  the  effect  of  the  administration  of  the 
large  income  is  to  lead  to  a playing  for  safety  rather 
than  to  adventure,  that  on  the  average  will  be  to  the 
detriment,  not  only  of  the  country,  but  of  the  divi- 

distniVom  thrryP~YeS’  1 9Uite  1 d° 
coSfLeAdf_Yeesef0r6  ^ ^ ‘W°  principks  to  be 


4361.  Mr.  Birley : There  is  only  one  question  I want 
to  ask  about.  You  have  mentioned  the  agitation  in 
favour  of  larger  allowances  for  wife  and  children, 
relief  from  Double  Income  Tax,  and  other  things,  and 
you  think  it  a possibility  that  the  Commission  may 
come  to  the  conclusion  that  some  relief  should  be  ad- 
vised. As  this  would  mean  a loss  to  the  Revenue,  you 
have  given  us,  so  far  as  you  show,  the  scales  of  in- 
comes which  would  bring  in  gains  varying  from 
£14,000,000  to  £38,000,000,  by  which  the  loss  caused 
by  any  reliefs  could  be  made  up.  That  is  really  one 
of  the  points  of  these  new  Tables  that  you  have  given 
us? — It  was  not  exactly  my  meaning.  My  meaning 
was  this  : It  seemed  to  me  that  on  the  strict  gradua 
tion  of  the  Income  Tax,  that  is  to  say,  the  proportion 
of  tax  which  is  taken  from  different  ranges  of  income 
regarded  as  against  each  other,  if  one  arrives  at  cer- 
tain conclusions  in  regard  to  that,  then  the  incidence 
of  the  tax  is  made  as  far  as  possible  even  between  the 
taxpayers,  as  nearly  as  can  be  done.  If  the  Commis- 
sion should  arrive  at  the  conclusion,  for  some  reason, 
that,  apart  from  graduation,  some  other  remissions 
ought  to  be  made,  such  as  with  regard  to  wasting 
assets  or  Double  Income  Tax,  then  that  was  outside. 
In  the  way  I approached  the  matter,  I should  not  for 
my  own  part  recommend  that  relief  of  that  kind 
should  be  made  good  by  taxing  any  particular  body  of 
taxpayers.  It  seems  to  me  that  it  should  be  done  by 
a general  increase  in  the  rate,  except  so  far  as  you 
can  make  it  good  by  increased  efficiency  of  collection 
in  certain  respects  in  which  the  collection  of  the  tax  is 
now  deficient. 

4362.  My  point  rather  is  this  : that  if  reliefs  were 
made,  the  total  amount  raised  by  Income  Tax  would 
be  reduced,  and  it  would  have  to  be  made  up.  These 
scales  are  your  suggestions  as  to  the  fairest  way  to 
make  up  some  sum,  varying  from  £14,000,000  to 
£38,000,000,  according  to  the  reliefs  which  the  Com- 
mission suggest  should  be  made?— Yes.  I never  had 
£38,000,000,  though,  in  my  own  mind. 

4363.  One  of  your  scales  gives  £38,000,000  ?— Yes  I 
gave  the  scale,  just  to  include  that. 

4364.  They  show  various  amounts,  according  to  the 
reliefs  the  Commission  may  decide  to  advise:  that  is 
one  of  the  points  of  your  scales?— That  is  so 


436°.  And  it  is  the  inter-action  of  those  two  prin- 
ciples in  the  case  of  large  incomes  which  we  really 
have  to  bear  m mind?— Yes.  y 


4365'.  ^r-  Manville:  Graph  No.  III.  [see  App.  No 
J,  shows  the  graduation  of  taxation  as  be- 

tween this  country  and  the  Dominions  and  the  United 
states  of  America,  points  to  very  high  taxation  and 
very  large  incomes.  Do  you  not  think  that,  as  com- 
pared with  this  country,  where  the  taxation  is  not 
nearly  so  high  on  income  such  as  those,  some  decree  of 
misapprehension  might  arise  from  these  comparisons? 
Because  I take  it  you  agree  with  me  that  in  new 
countries  like  the  United  States  of  America  and  the 
Dominion  of  Canada,  there  are  none  of  those  obliga- 
tions which  undoubtedly  exist  in  this  country,  what 
i might  call  hereditary  obligations,  in  the  shape  of 
big  estates  of  one  sort  or  another  to  keep  up,  which 
absorbs  the  incomes  earned  by  the  owners  of  those 
estates,  and  which,  I think,  if  taxation  in  this 

»™MI7tV<5f/?1Sed  t0  *he  same  P°int  big  incomes, 
would  absolutely  necessitate  their  abandonment  and 

have  .Tj ’ *h“r  faI’in8  int°  decay.  That  would 
have  a bad  effect  on  the  country  generally,  I think 
because  it  would  inevitably  mean  that  large  numbers 
of  people  who  are  at  present  employed  in  those 
P 5 ,would  thrown  out  of  employment,  and 
would  have  to  find  employment  elsewhere.  I might 

-'b/UIit™in.°it  mterested  i"  any  such  estate  mysllf 
but  I think  that  estates  of  that  nature  in  this  country 
are  a distinct  asset  to  this  country;  they  actually 
produce  revenue  for  the  country  from  the  point  of 
other  f V1Stt?  'V?Ich  are  paid  by  the  inhabitants  of 

not'  nTlrt- V™  thl?gS  °f  that  sort’  "'hich  do 
not  exist  I think,  anywhere  outside  this  country, 
that  is  rather  a long  question,  but  I want  to  get  that 
point  out?-.-]  quite  follow  what  you  mean.  I quite 
agree  that  if  you  had  imposed  on  the  largest  incomes 
kindhof  wa"n  ? A -bif  progreed  fn  the  same 
Income  h be  U“tod  Statos  and  the  Canadian 

income  Taxes  progress,  it  undoubtedly  would  involve 
the  cutting  up  „f  the  big  landed  estates  ta  ?his 
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country,  having  regard  to  the  general  conditions 
which  apply  to  their  tenure.  In  addition,  as  I said 
earlier  in  my  evidence,  it  seems  to  me  that  the 
graduation  of  Income  Tax,  both  in  the  United  States 
and  in  Canada,  is  exceedingly  steep  in  the  top  ranges 
as  compared  with  the  graduation  below. 

4366.  There  are  no  such  obligations  on  big  incomes 
existing  there  as  exist  here? — I should  imagine  not; 
•ertainly  not  in  Canada,  I should  say. 

4367.  Or  in  the  United  States  ?— Probably  not. 

4368.  Mr.  McLintock:  I think  you  have  read  the 
evidence  that  has  already  been  given  to  the  Commis- 
sion with  regard  to  graduation? — I think  I am 
familiar  with  the  points  that'  have  been  made. 

4369.  The  witnesses  have  been  asked  how  far  their 
various  ideas  could  be  put  into  practical  operation. 
The  answer  that  generally  has  been  given,  I think, 
litis  been:  “ That  is  not  our  job.1'  I understand  that 
the  purpose  of  your  evidence  is  to  show  the  practical 
operation  of  a scheme  of  graduation? — That  is  one 
of  the  main  objects  I have  had  in  the  third  part  of 
my  evidence. 

4370.  In  your  suggestions  as  to  altering  the  effec- 
tive rate  on  oertain  classes  of  incomes,  you  have 
adopted  what  you  believe  is  a more  correct  graduation 
than  what  presently  exists? — I am  not  expressing 
merely  my  own  opinion,  but  the  general  opinion  of 
the  Department ; I have  tried  to  find  out  what  seems 
to  be  a fairer  incidence  of  the  tax  throughout  the 
scale. 

4371.  Is  it  not  fair  to  put  it  in  this  way  : that 
graduation,  so  far  as  it  has  been  evolved  in  this 
country,  is  of  such  recent  date  that  it  has  not  been 
possible  to  evolve  the  most  perfect  system  by  the 
method  which  you  have  been  working  on  up  till 
now  ? — I think  it  would  be  very  natural  that  it  should 
be  so.  It  has  been  recognized  for  a long  time,  of 
course  that  the  Income  Tax  has  been  undergoing 
evolution  in  the  way  in  which  we  do  evolve  things 
in  this  country,  and  was  crying  out  for  such  an 
inquiry  as  is  taking  place  at  the  present  time. 

4372.  You  are  concerned  with  the  raising  of 
£350,000,000?— That  is  so. 

4373.  And  your  proposals  are  only  to  raise  that  as 
fairly  as  you  think  it  can  be  raised  as  between  all 
Income  Tax  payers,  from  the  lowest  up  to  the  highest? 
— That  is  the  object  we  had  in  view. 

4374.  Do  you  think  it  would  be  an  advantage,  or 
gild  the  pill  of  the  Super-tax  a little,  if  it  was  ex- 
pressed in  terms  of  an  effective  rate,  instead  of  a 
higher  rate  on  a small  portion  of  the  income,  at  the 
top  ? — There  could  certainly  be  no  harm  in  expressing 
it  in  that  way.  It  could  be  expressed  as  easily  in 
that  way  as  in  any  other  way,  in  tho  Statute.  It  is 
a point  which  has  been  made  earlier  in  the  examina- 
tion; I do  not  think,  for  my  own  part,  that  the 
Super-tax  payer  casts  the  whole  of  his  regard  on 
that  rate  which  applies  only  to  the  top  range  of  his 
income.  At  the  same  time,  I quite  agree  that  the 
Super-tax  scale  is  a little  difficult  to  translate  into 
English.  You  do  not  visualize  the  effective  rate,  and 
some  taxpayers  may  possibly  have  an  idea  that  the 
rate  they  are  actually  being  called  upon  to  pay  is 
greater  than  the  rate  payable. 

4375.  Do  you  think  that  the  Super-tax  payer 
generally  looks  on  the  total  amount  that  he  has  to 
pay  as  Super-tax  on  his  total  income? — That  is  what 
he  ought  to  do. 

4376.  And  puts  it  on  a bit  of  paper  and  converts 
it  into  a rate? — I do  not  know  whether  he  does  the 
arithmetic  correctly  in  every  case,  as  you  would ; 
but,  after  all,  the  Super-tax  is  charged  in  a single 
sum  by  direct  assessment,  and  he  does  get  on  a piece 
of  paper  the  statement  of  the  aggregate  sum  which 
he  is  required  to  pay  each  Christmas,  and  that  must 
exercise  a material  influence  upon  his  estimate  of 
the  weight  of  the  Super-tax,  at  any  rate. 

4377.  I think  the  form  in  which  it  is  imposed  almost 
compels  him  to  convert  it  into  a rate  on  the  income 
so  assessed,  rather  than  to  look  particularly  at  the 
last  £5,000?— I think  so. 


4378.  On  the  question  of  the  removal  of  capital  or 
businesses  from  this  country,  have  you  considered 
what  risk,  if  any,  capital  is  running,  if  the  grievances 
that  it  is  suggested  exist  on  the  lower  Income  Tax 
payers  are  not  removed?  You  have  an  illustration, 
for  example,  just  now  in  South  Wales.  There  is  a 
danger  to  capital,  apart  from  the  mere  question  of 
capital  flying  away,  which  is  a very  difficult  operation, 
on  account  of  high  taxation,  to  some  country  where 
the  tax  is  very  low  (I  do  not  know  where  they  will 
find  it) ; that  suggestion  is  put  forward,  that  the 
imposing  of  higher  rates  of  tax  will  cause  capital  to 
go  away  from  this  country  and  revenue  will  be  lost. 
Have  you  considered  the  effect  if  certain  grievances 
are  not  removed? — I am  perfectly  certain  of  this, 
that  the  best  thing  for  the  country  is  that  the  in- 
cidence of  the  Income  Tax  should  be  as  fair  as  possible 
between  taxpayers ; and  it  is  greatly  to  be  hoped 
that  when  once  the  Commission  has  been  able  to 
arrive  at  that  result,  their  conclusions  will  command 
general  acceptance  also,  and  then  you  would  have  the 
best  possible  conditions. 

4379.  Is  it  your  experience  that  the  taxpayer  in  this 
country  prefers  to  see  on  a piece  of  paper  in  front 
of  him  the  tax  on  the  income  that  he  actually  receives, 
rather  than  to  have  some  theoretical  “ taxable  in- 
come ” ? — I am  quite  sure  of  that.  I am  quite  sure 
that  it  is  much  better  to  charge  on  the  actual  income ; 
that  is  the  sum  that  the  man  has  got  in  his  pocket, 
and  that  is  what  he  looks  to.  He  can  understand  a 
variation  in  the  rate  very  much  better  than  a manipu- 
lation of  the  income. 

4380.  And  the  demand  paper  which  the  taxpayer 
receives  indicates  quite  clearly  to  him  the  effective 
rate,  if  he  likes  to  make  a simple  calculation  on 
paper? — Yes,  it  does. 

4381.  There  is  just  one  point  with  regard  to  Table  I 
in  paragraph  23,  I think  the  aggregate  of  the  Income 
Tax  as  shown  on  that  table  amounts  to  £270,000,000  ? 

It  would  be  about  that,  because  in  addition  to  that 

there  is  the  tax  which  is  payable  upon  what  1 call 
non-personal  income. 

4382.  That  is  where  there  is  a difference  of 
£80,000,000  tax;  you  have  mentioned  £350,000,000  as 
the  proceeds  of  the  tax,  or  the  amount  to  be  raised 
by  means  of  Income  Tax  and  Super-tax? 
£350,000,000  is  the  estimate  of  the  yield  of  Income 
Tax  and  Super-tax  in  the  current  financial  year. 
These  figures  deal  with  the  actual  yield  of  Income 
Tax  assessed  in  the  year  1918-1919;  the  figures  are 
not  quite  the  same. 

4383.  Then  those  figures  brought  up  for  the  current 
year  would  produce  £350,000,000?— That  is  so,  with 
the  non-personal  income  included. 

4384.  Have  you  got  readily  available,  or  can  you 
make  available,  the  aggregate  of  the  incomes  under 
each  group,  as  distinct  from  the  tax  upon  them?  1 
have  put  in  a statistical  table  containing  a distribu- 
tion of  the  income.  [Nee  Table  I.  of  App. : No.  11.] 


4385.  I did  not  go  back  to  compare  and  work  it 
out ; it  is  impossible  for  anyone  to  work  it  out  easily ; 
but  I take  it  the  other  Table  is  linked  up  with  that? 
— Yes,  it  is. 

4386.  There  was  a question  put  to  you  with  regard 
to  what  practically  amounts  to  evasion  of  tax  by 
reason  of  the  profligate  expenditure  of  Government 
Departments.  The  method  of  assessing  the  tax  to- 
day does  not  readily  permit  of  anything  of  the  kind 
taking  place? — It  does  not.  Taxation  at  the  source 
is  an  automatic  collector  as  regards  the  main  part 
of  the  assessments. 


4387.  In  fact  the  only  evasion  of  that  kind  that  can 
be  readily  carried  out  to-day  is  by  a Super-tax  payer  r* 
—That  is  true,  as  regards  the  great  part,  though  not 
F +li n wlml « of  the  Income  Tax. 


4388.  But  that  is  particularly  true  with  regard  to 
his  one  point,  that  if  an  individual  feels  that  because 
he  Government  have  been  so  extravagant  in  certain 
lirections,  he  is  going  to  pay  less  h®  nv 

s practically  only  on  the  Super-tax  that  there  is  any 
•oom  left  for  him  to  carry  out  any  such  ldeaf 
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think  there  is  a great  deal  to  be  said  in  favour  of  that 
view,  because  Super-tax  is  assessed  by  direct  assess- 
ment only. 

4389.  Have  you  had  any  experience  of  that  hap- 
pening in  any  part  of  the  country? — The  actual 
evasion  of  Super-tax? 

4390.  Yes,  recently.  I mean  on  any  scale  that  is 
worth  talking  about? — You  remember  I was  ques- 
tioned, when  I came  here  last  time,  rather  closely  on 
the  question  of  the  number  of  Super-tax  payers  with 
whom  we  have  not  yet  got  into  touch.  There  are  two 
methods  of  Super-tax  evasion  at  the  present  time. 
One  is  the  adoption  of  devices  within  the  law  to 
exclude  the  taxpayer  from  liability,  by  non-distribu- 
tion of  profits  as  income;  and  at  a somewhat  later 
stage  we  are  hoping  to  give  you  evidence  in  detail  on 
that  subject.  The  loss  of  revenue  which  arises  at  the 
present  time  is  quite  considerable,  and  we  shall  sug- 
gest various  remedies  for  your  consideration  to  make 
that  matter  right.  In  addition  to  that,  there  is  the 
question  of  the  loss  of  Super-tax  owing  to  our  failure 
to  get  into  touch  with  the  taxpayer,  or  our  failure 
to  obtain  a statement  of  the  full  aggregate  of  his  in- 
come. In  this  Table  of  distribution  of  incomes,  I say 
in  the  explanatory  note  that  there  is  a leakage  be- 
tween the  Income  Tax  income  which  we  know  ought 
to  be  brought  into  assessment  to  Super-tax,  and  that 
which  we  expect  to  be  able  actually  to  bring  into 
assessment  in  the  current  year  to  which  those  figures 
relate.  That,  I think,  is  a question  on  which  we  can- 
not be  helped  to  any  very  large  extent  by  additional 
powers.  It  is  more  this  : that  the  range  of  the  Super- 
tax has  recently  been  lowered;  we  have  not  yet  got  to 
know  all  the  taxpayers  to  the  extent  that  we  may 
reach  within  a short  time.  As  I said  before,  we  have 
been  working  under  conditions  of  such  enormous  diffi- 
culty during  the  war  that  we  really  have  not  had  time 
to  get  to  work  on  that  very  difficult  problem ; but  there 
is  a leakage  from  both  those  causes. 

4391.  You  are  not  afraid  that  the  State  will  lose 
much  money  in  Income  Tax  and  Super-tax  by  reason 
of  the  publication  of  the  Reports  of  the  Committee  on 
National  Expenditure? — It  would  not  have  occurred 
to  me. 

4392.  There  is  only  one  point  that  is  dealt  with  in 
your  footnote  to  paragraph  26 — that  is  with  regard 
to  the  relief  in  respect  of  income  earned  by  a wife 
from  her  own  personal  labour? — Yes;  thank  you  for 
reminding  me  of  that. 

4393.  You  do  not  go  very  far  there.  There  is  a case 
for  extending  beyond  £500,  which  is  the  existing 
figure? — Thank  you  for  reminding  me  of  that.  Mr. 
Spry  was  asked  upon  this  subject  when  he  came  last 
time,  and  I had  fully  intended  to  mention  it.  In  the 
year  1897,  when  that  provision  first  became  law,  the 
limit  of  income  of  £500  was  no  doubt  a suitable  one, 
but  now  conditions  have  greatly  changed,  and  our  re- 
commendation would  be  that  it  would  be  very  reason- 
able that  that  limit  of  income  should  be  increased;  I 
should  suggest  increasing  it  to  £1,000;  so  that  both 
the  husband  and  the  wife  may  earn  by  their  own  per- 
sonal labour  as  much  as  £500  apiece  before  the  relief 
ceases  to  operate.  Mr.  Spry  was  asked  for  particulars 
of  the  amount  of  earned  income  of  married  women. 
That  is  rather  a difficult  inquiry.  We  are  engaged 
upon  it,  and  we  will  have  the  figures  as  soon  as  we 
can.  I am  sorry  I am  not  ready  with  any  estimate  to- 
day, but  we  shall  know  more  exactly  when  we  have 
the  figures;  but  the  cost  of  a relief  of  that  kind  will 
be  quite  small. 

4394.  Would  it  be  unreasonable  to  say  that  a wife 
who  earns  an  income  from  her  own  personal  labour 
should  be  assessed  in  respect  of  that  income  just  as  if 
she  was  a spinster  ? — You  mean  carrying  it  right 
through  the  scale? 

4395.  Right  through.— The  amount  that  you  would 
lose  would  be  very  small,  but,  on  the  other  hand,  sup- 
posing that  the  wife  of  a man  whose  income  was 
£5,000,000  a year  derives  £50  of  income  from  a direc- 
torate of  some  society,  would  it  be  worth  while  ? 
She  could  really  very  well  afford  to  pay,  or  her  husband 
could  afford  to  pay  Income  Tax  for  her. 


4396.  Can  you  imagine  the  wife  of  a man  with 
£5,000,000  a year  hiring  her  services  out  for  £50  a 
year  ? — It  might  be  thrust  upon  her  in  circumstances 
which  rendered  it  liable  to  Income  Tax. 

4397.  There  is  a suggestion  which  you  make  from 
paragraph  55  onwards.  You  deal  there  with  what  is 
undoubtedly  a hardship  as  to  the  “ jump  ” after  the 
income  has  reached  a certain  point.  I would  like  to 
have  an  expression  of  your  own  view  with  regard  to 
the  suggestions  that  are  mentioned  in  paragraphs  59 
and  60?— For  my  own  part,  what  I think  I should  do 
would  be  this : In  the  ordinary  case,  where  the  jump 
took  place  owing  to  an  increase  in  the  rate  of  the  tax, 
I should  take  the  first  of  those  suggestions,  namely, 
10s.  in  the  £;  that  is  to  say,  relieve  the  taxpayer 
down  to  the  lower  rate  of  tax,  plus  10s.  of  the  small 
balance  above  the  margin.  Where,  on  the  other 
hand,  the  jump  is  one  due  to  the  falling  out  of  an 
abatement,  or  the  allowance  for  wife  and  children,  I 
think  the  most  natural  way  to  deal  with  it  perhaps 
would  be  to  let  it  die  gradually  step  by  step  for  every 
pound  that  it  runs  over  the  margin.  If  you  have  a 
margin  at  £1,200,  and  the  allowance  is  £50,  let  it  be 
£49  at  £1,201,  £48  at  £1,202,  and  so  on,  until  it  dies 
naturally  at  £1,250. 

4398.  My  point  is  that  I think  to  the  ordinary  tax- 
payer the  suggestion  that  you  make  in  either  para- 
Sr  aph  o9  or  paragraph  60,  would  be  very  easily  under- 
stood by  him? — Yes. 

4399.  And  the  more  easy  it  is  for  him  to  under- 
stand it,  the  less  chance  there  is  of  him  having  any 
grievance  about  it? — You  would  prefer  to  have  either 
paragraph  59  or  paragraph  60,  rather  than  paragraph 
60  or  61 ? 

4400.  les,  I think  so? — We  have  no  strong  views 
about  it  at  all  ourselves.  There  are  quite  a number 
of  ways  in  which  this  can  be  dealt  with;  these  are 
some  of  them. 

4401.  Is  it  your  experience  that  a good  deal  of  the 
grievances  of  Income  Tax  payers  are  owing  to  their 
failure  just  exactly  to  understand  the  nature  and 
amount  of  the  taxes  imposed  on  them  ? — I think  verv 
often  that  is  so. 

4402.  I might  put  it  in  another  way : that  it  always 
tends  to  a grievance  the  more  difficult  you  make  the 
computation  to  the  average  understanding?— Yes,  un- 
doubtedly. 

4403.  That  is  your  reason  why  you  do  not  wish  to 
introduce  what  I may  term  any  fancy  methods  into 
the  Income  Tax?— That  is  so. 

4404.  Sir  J.  Harmood-Banner : I think  I am  right 
in  saying  that  if  A and  B carry  on  trading  on  their 
own  account  and  make  £20,000,  you  get  full  Income 
lax  and  Super-tax  to  the  extent  of  £20,000 ?— That 
is  so. 

4405.  If  A and  B are  turned  into  a limited  com- 
pany and  make  £20,000,  but  they  only  distribute 
£3,000  as  dividend,  and  pay  the  £17,000  to  reserve, 
they  may  pay  Income  Tax  on  the  whole  amount,  but 
they  do  not  pay  Super-tax  on  the  £17,000?— That  is 
so,  and  that  is  a matter  which  we  hope  to  be  allowed 
to  introduce  to  your  notice  in  a considered  proof  in 
a short  time. 

4406.  I would  just  like  to  pursue  the  subject  to  this 
extent.  Is  it  not  the  fact  that,  for  instance,  very 
many  large  companies  lately  have  paid  small  dividends 
and  made  big  reserves;  they  have  paid  their  full  In- 
come Tax  upon  the  profits,  and  on  the  reserve  they  have 
paid  no  Super-tax ; and  now  they  have  distributed  the 
reserve  to  their  shareholders,  who  sold  their  shares 
and  got  the  money,  and  have  called  it  capital  profits, 
and  so  in  that  way  they  have  escaped  any  Super-tax, 
as  against  the  private  individual  who  has  had  to  pay 
Income  Tax  and  Super-tax  on  the  full  amount  of  his 
income.  That  is  quite  so.  It  is  a very  difficult  and 
perplexing  problem  which  we  shall  certainly  have  to 
bring  to  your  notice  at  a later  stage,  if  you  will  allow 
us  to  do  so. 

4407.  I only  want  just  to  ask  this  question.  Would 
not  that  be  very  much  met,  and  would  it  not  relieve 
the  man  who  pays  his  Super-tax  in  full,  if  you  had 
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a graduated  tax  which  applied  to  all  profits,  and  did 
not  have  the  two  variations  that  you  have  now, 
Income  Tax  and  Super-tax? — No;  I am  afraid  that  as 
long  as  you  have  a standard  rate  of  6s.,  that  diffi- 
culty will  still  remain. 

4408.  As  long  as  you  have  a standard  rate,  but  if, 
as  has  been  suggested,  the  standard  rate  varied  in  a 
decimal  sort  of  way,  going  up  to  a certain  sum  but 
being  applied  to  all  profits,  you  would  in  that  way  get 
the  same  amount  of  money,  but  would  not  have  this 
inequality  which  exists  now  in  Income  Tax  and  Super- 
tax being  collected,  so  that  many  men  pay  far  too 
much  Super-tax  and  others  pay  far  too  little? — 
Ultimately  the  point  that  we  want  to  get  at  is  this: 
where  you  have  these  reserves  in  private  limited  com- 
panies, which  really  are  the  profits  of  individuals,  we 
want  to  be  able  to  have  a system  of  getting  at  them 
and  treating  them  as  what  they  actually  are ; and  it  is, 

I think,  in  an  approach  to  the  subject  on  these  lines, 
that  the  solution  of  the  subject  will  lie. 

4409.  And  you  propose  to  bring  up  some  instances 
and  suggestions  to  deal  with  that? — I hope  to  be 
allowed  to;  we  are  ready  at  any  time. 

4410.  Supposing  I as  a private  individual  put  my 
money  into  a limited  company  and  only  drew  out  what 
was  necessary  for  my  maintenance,  I would  only  pay 
Income  Tax  on  my  earnings  and  I would  be  relieved 
of  Super-tax  ?— Subject  to  the  recommendations  that 
you  may  make  in  a short  time  for  dealing  with 
yourself ; that  is  the  only  thing. 

4411.  I know  some  people  who  do  it  already.  There 
are  distinctions  observed  between  the  reserve  in  a 
private  limited  company  and  in  a public  limited  com 
pany,  are  there  not?— Of  course  the  treatment  is  the 
same  at  present,  but  the  considerations  that  arise 
in  the  treatment  of  the  two  are  very  likely  different 

4412.  A suggestion  was  made  by  Mr.  Kerly  in  con 
nection  with  the  evidence  of  Sir  Thomas  Collins,  that, 
on  a recent  inquiry  in  respect  of  the  civil  liabilities 
of  soldiers  there  were  thousands  of  cases  of  claimants 
who  alleged  that  they  had  lost  incomes  of  £800  to 
£500  a year,  but  there  was  no  record  that  they  had 
ever  paid  any  tax  or  made  any  returns.  [See  par 
4067.]  That  statement  looks  as  if  there  were  a very 
largo  number  of  Income  Tax  payers  who  do  not  pay 
on  their  proper  income? — I have  not  myself  been 
closely  associated  with  the  examination  of  those  cases 

4413.  I was  going  to  ask,  if  you  are  going  to  make 
a statement  about  the  other,  might  we  have  something 
from  you  in  respect  of  how  we  are  to  bring  the  whole 
of  the  population  of  Great  Britain  into  payment  of 
Income  Tax,  so  that  there  shall  be  no  omission. 
Some  of  us  who  are  professional  men  know  there  are 
a great  many  omissions? — That  is  a point  we  are 
going  to  ask  to  address  you  upon  later.  May  I say 
this  in  the  meanwhile?  We  have  made  some  represen- 
tative inquiries  in  regard  to  statements  which  were 
made,  in  the  circumstances  that  Mr.  Kerly  mentioned, 
before  various  courts  and  tribunals,  and  I think  it 
was  found  that  there  was  a good  deal  of  optimism 
in  the  minds  of  the  claimants  before  those  tribunals 
as  to  the  amount  which  their  income  actually  was  or 
might  be  likely  to  be  within  a short  time.  I do  not 
think  that  we  found  evidence  of  a great  deal  of  eva- 
sion which  had  been  unsuspected. 

4414.  You  have  no  system  at  present  by  which  you 
check  off  all  the  inhabitants  of  the  Kingdom  and 
see  that  they  all,  in  one  way  or  another,  account  for 
their  incomes  ?— That  would  be  an  unspeakably  tre- 
mendous job. 

4415.  Yes,  but  to  the  extent  that  it  is  possible? — 
We  do  not  keep  a card  index  in  one  place,  or  any- 
thing of  that  kind,  but  we  have  machinery,  through 
the  Surveyors  of  Taxes,  by  which  as  far  as  possible 
everybody  is  looked  after  and  traced  up. 

4416.  You  will  give  us  an  account  of  that,  will 
you  ? — Yes,  we  propose  to  do  so. 

4417.  Then  the  only  other  question  is  this.  There 
are  many  demands  by  municipalities  that  they  should 
he  allowed  to  charge  an  Income  Tax  rate  as  being  a 
more  equitable  method  of  meeting  rate  expenditure, 
instead  of  the  present  system  of  rating  properties. 


Have  you  had  that  put  before  you  at  all? — I per 
sonally  have  not  had  occasion  to  consider  it.  The 
rating  system  of  some  of  the  continental  countries, 
including  France,  is  by  additions  to  the  Income  Tax 
— additions  which  vary  in  different  places.  Suppos- 
ing it  were  decided  that  it  was  desirable  to  alter  the 
basis  of  rates  in  this  country — I say  supposing  it 
were,  but  that  is  a large  assumption — I suppose  it 
would  be  possible  to  work  a scheme  of  that  kind  in 
this  country,  though  the  method  of  collection  would 
make  it  probably  more  difficult  than  it  would  be  on 
the  Continent. 

4418.  You  are  aware  that  there  are  a great  many 
municipalities  where  this  demand  is  constantly  put 
forward? — I know  that  it  is  put  forward;  but  of 
course  the  whole  question  of  incidence  of  rates  and 
dealing  with  rates  in  this  country  is  a large  question. 

4419.  Mr.  Kerly : You  have  dealt  with  various 
systems  of  graduating  by  a formula? — Yes. 

4420.  Is  it  not  highly  desirable  that  the  scale  of 
graduation  should  be  fixed  once  for  all  and  attri- 
buted, if  possible,  to  some  general  principles  which 
will  command  a natural  respect,  so  that  it  should 
not  be  open  to  critics  of  the  Chancellor  of  the  Ex- 
chequer every  year  to  propose  an  alteration  in  the 
scale? — I quite  agree  that  it  is  desirable  as  far  as 
you  can  have  it. 

4421.  I put  it  to  you  that  it  is  a matter  of  the 
first  political  importance,  when  the  Income  Tax  is 
becoming  the  chief  source  of  revenue  of  the  country  ? 
— Yes,  I quite  see  that  it  is  desirable  to  have  a scale 
of  rates  bearing  an  intelligible  relation  to  each  other 
as  far  as  possible,  and  capable  of  being  moved  up  or 
down  as  a whole. 

4422.  Supposing  you  had  such  a scale — it  does  not 
matter  how  you  get  at  it,  but  supposing  you  had 
such  a scale — showing  the  proportionate  payments  on 
incomes  of  different  magnitude,  then  if  you  tabulated 
them  all  by  making  them  each  one  a fraction  or  a 
multiple  of  some  standard  figure  which  might  be 
taken  as  unity,  in  altering  the  Income  Tax  for  a 
particular  year  you  would  only  have  to  alter  your 
unit? — That  is  so. 

4423.  You  must  have  a standard,  so  long  as  you 
collect  at  the  source,  as  the  rate  at  which  you  are 
going  to  deduct  your  tax  at  the  source? — That  is  so. 

4424.  So  the  thing  would  serve  two  purposes;  it 
would  fit  both  necessities? — Yes. 

4425.  If  you  have  a formula  it  will  give  you  a 
scale,  but  you  might  get  your  scale  without  it? 
That  is  so. 

4426.  Does  any  formula  give  you  any  further 
advantage  than  this:  that  it  provides  a method  of 
filling  the  gaps  so  that  there  is  no  step,  but  a con- 
tinuous curve  ?— That  is  all ; of  course  it  does  that. 

4427.  There  is  a disadvantage,  is  there  not,  in 
having  to  ascertain,  to  use  your  phrase,  the  last 
pound  of  taxable  income.  It  is  much  easier  to  settle 
rates,  to  come  to  an  agreement  between  the  taxpayer 
and  the  Surveyor,  if  it  does  not  make  any  very 
material  difference  if  it  is  £10  or  £20  one  way  or 
the  other?— That  is  so.  Not  only  is  it  more  con- 
venient, but  it  is  enormously  more  convenient,  includ- 
ing more  convenient  to  the  taxpayer  himself. 

4428.  The  method  of  allowance  which  has  ^ been 
adopted  with  regard  to  a margin,  in  respect  of  Super- 
tax for  instance,  of  allowing  the  taxpayer  to  abandon 
the  surplus  beyond  the  last  step,  has  this  disadvantage, 
that  everything  that  is  abandoned  is  tax  and  not 
income? — Yes. 

4429.  Has  that  led  the  Surveyors,  seeing  that  they 
are  giving  up  tax  and  submitting  to  a reduction,  to 
be  stiffer  than  they  would  have  been  if  it  had  been 
income  only?— I believe  so.  It  is  a particular  point 
in  the  scale  which  needs  to  be  carefully  looked  at. 

4430.  Perhaps  you  are  not  aware  of  it,  but  I may 
tell  you  that  it  has  been  suggested  to  me  that  with 
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regard  to  Death  Duties  the  operation  of  that  con- 
sideration has  led  to  enormous  delay  in  settling 
figures? — I have  no  knowledge  of  that. 

4431.  It  may  or  may  not  be  right,  but  that  is 

where  I got  the  suggestion  from It  is  a point  which 

would  naturally  require  careful  examination. 

4432.  That  difficulty  may  be  got  over,  as  I think 
I suggested  possibly  to  you  or  to  an  earlier  witness, 
if  you  have  a £100  step,  by  taxing  always  at  the  figure 
for  the  last  complete  £100? — And  the  balance  at  some 
further  rate? 

4433.  The  balance  might  be  either  a proportionate 
rate,  or  if  you  have  £100  steps,  it  would  not  matter 
if,  for  instance,  you  had  £1,999,  if  you  taxed  at  the 
rate  for  the  last  complete  £100,  it  would  get  over 
the  difficulty  ? — Yes,  I think  so.  As  I understand, 
you  are  suggesting  what  we  call  smaller  zones  than 
those  at  present. 

4434.  I am  not  familiar  with  that  term,  so  I will 
not  say  “yes”  till  I know  what  it  means.  What  I 
mean  is  the  Super-tax  method,  giving  every  £100  its 
proper  rate  of  tax  and  allowing  an  incomplete  £100 
to  pay  at  the  tax  appropriate  to  the  last  complete 
£100? — That,  I consider,  expressed  in  that  way,  to  be 
very  difficult.  If  you  ultimately  decide  that  we  have 
to  do  things,  there  are  very  few  things  we  could  not 
do;  and  after  I have  emphasized  the  difficulty  of 
carrying  through  things,  if  necessary  we  will  willingly 
set  to  work  to  confute  what'  I have  said,  and  make 
the  best  job  of  it  that  we  can.  But  the  Super-tax 
scale  applied  to  Income  Tax  is  really  very  difficult. 
During  the  luncheon  interval  I have  been  concocting 
an  example  which  illustrates  it.  Would  you  care 
to  hear  the  figures? 

4435.  We  can  either  have  it  now  or  you  might 
supply  it  to  us? — Shall  I put  it  in?  The  point  really 
is  this.  When  you  consider  the  necessity  to  make  the 
wife  allowance  and  the  children  allowance  and  the 
allowance  for  Life  Assurance,  they  have  all  got  to  be 
made  at  a rate,  and  the  rate  must  be  an  effective  rate, 
and  you  can  only  find  that  ultimately  by  dividing  the 
tax  into  the  total  income.  To  divide  the  tax  into 
the  total  income  would  provide  you  with  a variety 
of  rates.  The  rate  will  vary  with  every  pound  of 
income.  We  at  the  present  time  take  part  of  our 
tax  by  deduction  at  the  source.  In  the  case  of  the 
incomes  we  are  dealing  with  now,  the  tax  deducted 
will  be  excessive;  instead  of  being  6s.  it  ought  to  be 
some  rate  found  by  dividing  rthe  total  tax  into  the 
total  income;  and  the  rate  may  be  2s.  9-755d.  In 
addition  we  make  a direct  assessment  upon  the  tax- 
payer upon  separate  parts  of  his  income  at  the  point 
where  they  arise.  He  may  have  a business  income  in 
Leicester  and  directors’  fees  in  Liverpool.  We  should 
have  to  take  the  effective  rate  upon  his  business  in 
Leicester  and  the  effective  rate  upon  his  business  in 
Liverpool,  and  in  that  way  make  the  Life  Assurance 
allowances,  etc.,  properly.  In  addition  he  may  have 
some  houses.  We  should  like,  as  we  at  present  do, 
to  deduct  tax  from  him  in  respect  of  those  houses  at 
his  real  rate ; but  we  cannot  do  so  because  we  can  only 
find  his  effective  rate  after  he  has  made  his  return, 
including  a correct  statement  of  his  income — correct 
I may  say  almost  to  the  last  point — from  all  sources. 
Even  if  he  has  done  so,  ultimately  a house  goes 
vacant  and  upsets  the  whole  calculation,  and  the 
whole  thing  has  to  be  done  again.  That  is  the  general 
character  of  the  difficulty  we  have  in  working  the 
Super-tax  scale  as  it  stands.  If  I might  put  in,  as 
was  suggested,  half  a dozen  examples  showing  the 
difficulty,  I think  it  would  bring  it  out. 

4436.  May  I tell  you,  with  the  greatest  possible 
respect  for  your  experience  and  my  total  lack  of  it, 
that  I am  not  in  the  least  convinced.  It  does  not 
seem  to  me  to  approach  the  problem  that  I put  to  you. 

I agree  that  before  you  can  ultimately  settle  the  man’s 
account  you  have  to  know  his  total  income.  So  you 
have  if  he  asks  for  any  repayment.  So  that  is  com- 
mon to  both  problems? — Yes. 

4437.  Further  than  that,  I agree  you  have  to  make 
your  deductions  at  the  source  at  some  standard.  Why 
not  always  make  them  at  the  agreed  standard  rate? 
Let  him — or  make  him,  as  I would—  carry  in  his  total 
figures,  and  so  ascertain  once  and  for  all  his  total 
income,  and  then  you  have  got  your  figures  for  adjust- 


ment. I merely  throw  that  out;  I do  not  want  to 
discuss  it? — Do  you  think  it  would  be  better  for  me 
to  try  and  deal  with  it  in  a series  of  examples,  or 
shall  I try  to  deal  with  it  now? 

4438.  Chairman:  In  a series  of  examples.  [<$'ee 
App.  No.  71.] 

4439.  Mr.  Kerly : I will  pass  on  from  that.  I think 
the  adoption  of  a standard  rate  you  are  convinced  is 
desirable? — On  that  I am  perfectly  clear.  The  one 
thing  on  which  I feel  quite  dogmatic  in  regard  to 
Income  Tax  is  the  necessity  of  maintaining  taxation 
at  the  source  at  the  present  time. 

4440.  I am  not  concerned  to  dispute  it ; I am  quite 
of  the  same  opinion  at  present.  But  do  you  not  think 
the  standard  rate  of  6s.  at  present  may  be  much  too 
high?  Ought  you  not  to  try  and  fix  your  standard 
rate  at  a point  where  you  will  have,  not  the  lowest 
amount  of  money  to  return — because  you  have  to  con- 
sider the  taxpayer’s  inconvenience  and  the  machinery 
of  dealing  with  it — but  the  fewest  number  of  tax- 
payers with  the  right  to  claim  a return ; and  I suggest 
to  you,  as  a sort  of  guess,  that  3s.  6d.  would  be  nearer 
to  it  than  6s.? — That  is  a very  important  question;  it 
is  very  difficult  to  deal  with  it  in  a brief  reply. 

4441.  Chairman:  Then  will  you  deal  with  it  later, 

because  we  have  not  time  to  go  fully  into  it  now? 

Shall  I put  it  in  a memorandum  ? 

4442.  Yes,  please. — I will. 

4443.  Mr.  Kerly:  I dare  say  your  Department  has 
considered  this? — We  have  given  an  immense  amount 
of  consideration  to  it.  The  more  we  think  of  it  the 
less  we  like  it,  I am  sorry  to  say. 

4444.  One  other  thing  upon  the  standard  rate.  The 
distinction  between  Income  Tax  and  Super-tax  has  a 
very  invidious  air,  has  it  not?  Does  it  not  suggest 
that  the  man  is  being  charged,  not  the  proper  rate  for 
his  income,  but  something  extra  because  he  is  rich? 

I suppose  that  is,  after  all,  a question  of  nomen- 
clature. “ Super-tax  ” was  invented,  of  course,  as  a 
name  in  1907,  and  it  has  always  remained  with  us. 

4445.  You  are  familiar,  as  Sir  Thomas  Whittaker 
put  it,  with  the  difficulty  in  any  democratic  country, 
that  the  great  mass  of  people,  not  being  influenced  by 
Super-tax,  are  ready  to  say : “ Well,  there  is  a mine 
of  wealth  and  you  must  further  investigate  it”?— 
Yes. 

4446.  Have  you  considered  whether,  if  you  retain 
the  difference  between  earned  and  uneared  income, 
the  limitation  of  £3,000  is  an  appropriate  one  now? 
Would  not  £1,000  be  a much  better  and  fairer  figure? 
— The  limitation  is  now  £2,500. 

4447.  I beg  your  pardon,  £2,500.— After  all,  that  is 
a question  of  judgment.  I have  not  often  heard  the 
suggestion  made  that  the  limitation  should  be  carried 
down.  The  suggestion  is  sometimes,  of  course,  made 
that  the  allowance  should  be  carried  right  through 
the  scale. 

4448.  I wanted  to  know  if  your  Department  have 
considered  the  suggestion  of  £1,000?— I have  not  con- 
sidered it  at  all  with  my  colleagues.  I think  the  sug- 
gestion is  new  to  us. 

4449. ^  Amongst  other  difficulties  in  raising  the  In- 
come Tax  upon  large  incomes  to  a much  larger  figure, 
it  may  be  that  the  return  from  the  Death  Duties 
would  be  largely  affected.  Is  it  not  the  fact  that  large 
incomes  in  businesses  are  generally  made  by  men  late 
in  life — I mean  the  very  large  incomes  ? — Yes,  in  some 
businesses,  and  particularly  in  many  professions  that 
is  so. 

4450.  Certainly  in  one  profession — when  they  are 
almost  moribund,  Is  there  not  a danger,  if  you  tax 
the  larger  incomes  very  severely,  that  at  a time  when 
a man  has  the  opportunity  of  continuing  his  exertions, 
or  of  increasing  them,  he  may  say,  “ why  should  I; 
why  should  I earn  17s.  in  the  £ for  the  State  and  3s. 
lor  myself?  ” — if  the  Income  Tax  is,  as  I have  seen  it 
suggested,  going  up  to  somewhere  like  17s.  in  the  £P 
— I hope  it  is  clear,  whatever  I have  done  to-day,  that 
I have  made  no  such  suggestion  as  that. 

4451.  Has  not  the  Excess  Profits  Duty  shown  that 
that  is  a real  danger? — In  spite  of  the  severity  of  the 
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Excess  Profits  Duty  the  actual  taxable  income  of  the 
country  goes  steadily  mounting  up.  These  times  are 
very  exceptional,  and  it  is  difficult  to  form  a judg- 
ment. I agree  entirely  that  very  heavy  taxation,  both 
in  the  form  of  Income  Tax  and  Death  Duties,  must 
arrest  the  growth  of  capital  in  this  country. 

4452.  I merely  suggest  the  matter  for  consideration. 
Now  one  word  about  your  comparative  Tables  and 
graphs.  You  have  given  us  some  American  and  Cana- 
dian graphs  [see  App.  No.  12].  They  rise  very 
steeply  on  large  incomes? — Yes. 

4453.  Have  you  any  idea  whether  the  very  high 
rate  of  taxation  has  produced  any  return  at  all?  Of 
course  the  American  taxation  is  exceedingly  new. 
They  started  a scheme,  which  in  1916  was  more  or  less 
remodelled,  as  I gather,  in  practice,  and  these  present 
rates  are  really  effectively  operating  for  the  first  time 
this  year.  What  effect  they  will  have  I do  not  know. 
But  the  American  estimate  is  for  a sum  approaching 
500  millions.  Of  course  you  remember  the  extent  of 
wealth  and  also  the  extent  of  population  in  that 
country ; but,  generally  speaking,  it  is  true  that  these 
foreign  taxes,  I think,  do  not  produce,  and  they  never 
will  produce,  the  amount  of  tax  that  ought  to.  be  pro- 
duced by  such  a rate  by  a scientific  tax.  I think  that 
is  partly  due  to  the  difference  in  the  taxpayers, 
because  the  characteristic  of  the  British  taxpayer  is 
that  he  pays  his  tax,  which  has  been  said  to  be  un- 
usual in  the  world  as  a whole. 

4454.  Without  wishing  to  do  any  injustice  to  the 
people  of  another  country,  it  was  supposed  to  be  the 
characteristic  of  an  American  taxpayer  that  he  did 
not  pay  his  property  tax? — Yes. 

4455.  And  the  American  property  tax  produced 
really  a ridiculously  small  return? — Yes. 

4456.  I just  want  to  see  if  you  agree  that  although 
these  figures  of  high  rates  of  tax  on  big  incomes  in 
Canada  and  the  United  States  of  America  have  been 
proposed  and  enacted,  at  present  there  is  no  experi- 
ence whatever  as  to  whether  it  will  be  possible  to  get 
payment  made  according  to  them? — That  is  quite 
true.  On  the  other  hand,  the  time  to  form  a judg- 
ment is  too  early,  of  course. 

4457.  One  other  point  that  I suggest  to  you  is  this. 
You  have  dealt  in  part  of  your  evidence  with  the 
steep  abatement — the  jump  caused  by  the  abatement  ? 
— Yes. 

4458.  I suggest  to  you  that,  as  a much  simpler 
method  of  arriving  at  your  result,  something  like 
this  might  be  proposed.  It  is  rather  involved,  I 
am  afraid,  but  it  is  that  there  should  be  scheduled 
figures,  and  for  any  intermediate  income  between 
the  scheduled  figures  the  abatement  is  to  be  the 
lower  figure  diminished  by  such  a proportion  of  the 


difference  between  the  two  scheduled  figures  in  ques- 
tion, and  on  the  number  of  complete  hundreds,  or 
tens  if  you  please,  that  the  total  income  bears  to  the 
number  between  the  scheduled  figures.  You  will  not 
follow  it,  but  you  will  read  it  in  the  print.  It 
occurred  to  me  when  I read  your  calculation  that  it 
might  be  expressed  in  words  in  that  way  with  the 
same  result? — Thank  you  very  much. 

4459.  Mr.  Marks : I want  to  ask  you  whether  your 
Department  have  considered  at  all  the  possibility  of 
adapting  the  machinery  of  National  Registration  to 
providing  a list  of  all  taxpayers,  male  at. least;  I 
do  not  know  how  far  it  goes  in  the  other  direction? 
— No,  we  have  done  nothing  up  to  the  present,  upon 
those  lines.  Frankly,  I doubt  whether  anything  so 
extensive  as  that  is  necessary.  You  will  remember 
that  in  regard  to  employees,  big  or  small,  we  get  a 
return  from  the  employer,  which  forms  the  starting 
point  of  our  catching  them  as  taxpayers. 

4460.  There  is  just  this  other  point,  to  make  it 
clear  to  my  own  mind.  Do  I gather  that  the  measure 
of  the  loss  to  the  Revenue  owing  to  the  differentiation 
between  earned  and  unearned  incomes  is  only,  ten 
million  pounds? — It  is  something  over  ten  million 
pounds ; I have  not  the  exact  figure  at  present,  but 
it  is  somewhat  over  ten  million  pounds. 

4461.  Chairman:  In  your  Table  No.  IV  I see  that 
23,000  taxpayers  pay  120  millions  ouit  of  160  millions 
roughly? — Yes. 

4462.  Where  do  the  savings  of  the  nation  for  the 
development  of  the  industries  of  the  country  come 
from  mostly?  Every  year  there  must  be  savings  to 
develop  all  the  various  industries.  Where  do  those 
savings  come  from? — They  come  mainly,  I think, 
from  the  large  incomes. 

4463.  Now  if  you  take  these  large  incomes  and 
increase  their  taxation  considerably,  what  is  going  to 
be  the  chance  of  the  industrial  development  of  the 
country?  Because,  you  see,  there  are  23,000  people 
who  pay  120  millions.  If  they  are  the  same  23,000 
that  you  suggest  in  your  scale  B they  will  have  to 
pay  very  much  larger  Income  Tax.  Will  not  that 
really  retard  the  development  of  the  nation?— It 
seems  to  me  that  whatever  is  not  taken,  from  one 
class  in  taxation  is  available  for  saving  in  another 
class.  It  may  not  all  be  saved,  I agree;  but  it  is 
available  for  saving  in  another  class. 

4464.  We  are  very  much  obliged  to  you.  That  Scale 
B.  has  been  very  much  criticised,  but  what  I am  per- 
fectly certain  of  is  that  all  these  things  that  you  have 
done  have  been  done  from  a very  high  sense  of  duty 
and  to  aid  us  in  our  investigation.  We  are  very  much 
obliged  to  you  for  your  evidence.— Thank  you,  my 
lord,  very  much. 


Mr.  J.  O.  Mitchell,  F.C.I.S., 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Evidence  Submitted  on  behalf  of  the  Conference 
of  Superannuation  Funds  by  Mr.  John  C. 
Mitchell,  F.C.I.S.,  Treasurer  of  the  Under- 
ground Electric  Railways  Company  of  London, 
Limited,  and  its  associated  companies;  Past 
President  of  the  Chartered  Institute  of 
Secretaries  ; Chairman  of  the  Omnibus  Rail- 
ways and  Equipment  Companies’  Staff  Super- 
annuation Fund;  Chairman  of  the  Conference 
of  Superannuation  Funds. 

4465.  (1)  Constitution  of  the  Conference. 

The  Conference  of  Superannuation  Funds  is  repre- 
sentative of  55  Superannuation  or  pension,  provident 
and  thrift  funds.  A schedule  of  the  names  of  the 
fqnds  is  appended.  [See  par.  24.] 


called  and  examined. 

4466.  (2)  Membership,  &c.,  of  funds. 

The  total  membership  of  the  funds  is 
Their  invested  capital  amounts  to 
Their  annual  revenue  from  invest- 
ments is  approximately  

And  their  annual  payments  in  respect 
of  pensions  amount  approximately  to 

4467.  (3)  Objects  of  the  Conference. 

The  objects  of  the  conference  are,  inter  aha : 

(a)  to  obtain  relief  from  Income  Tax  on  the 

interest  on  investments  held  by  the  funds, 

(b)  to  obtain  the  like  relief  in  respect  of  the 

contributions  to  certain  of  the  funds  whic 
do  not  at  present  receive  such  relief,  and 


58,428 

£6,674,978 

£281,491 

£132,472 


220 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


18  June,  1919.] 


Mu.  J.  C.  Mitchell. 


[Continued. 


(c)  to  arrange  a standard  form  of  agreement 

with  the  Board  of  Inland  Revenue  in 
regard  to  the  Income  Tax,  which  shall  be 
applied  to  all  funds  similar  to  those  repre- 
sented by  the  conference. 

4468.  (4)  Management  of  the  Conference. 

The  management  of  the  conference  is  vested  in  a 
committee  of  seven  members.  The  offices  of  the  con 
ference  are  at  Electric  Railway  House,  Broadway, 
Westminster,  S.W.l;  honorary  secretary,  Mr.  H.  C. 
Davy. 

4469.  (5)  Working  of  the  funds. 

The  schemes  under  which  the  funds  work  vary  con- 
siderably, but  in  the  main  their  provisions  are  as 
follows : — 

(a)  deductions  are  made  weekly  or  monthly  from 
the  salaries  or  wages  of  the  employees  and 
paid  over  by  the  employer  to  the  fund ; 

(h)  the  employer  contributes  a sum  equivalent  to 
the  amount  deducted  from  the  salaries  and 
wages  of  the  employees; 

- <c ) these  contributions  from  employer  and  em- 
ployees are  invested  and  the  capital  of  the 
fund  consists  of  the  accumulated  contri- 
butions with  interest  additions; 

( d ) on  retirement  at  a specified  age  or  on  pre- 

vious incapacity  the  employee  receives 
from  the  fund  a pension,  based  on  the 
salary  or  wages  received  by  him  during  his 
period  of  service  with  the  employer ; 

(e)  in  the  event  of  the  employee  leaving  the 

service  of  the  employer,  he  receives  back 
his  contributions,  with  or  without  interest, 
according  to  the  constitution  of  the  par- 
ticular fund; 

(/)  in  the  event  of  an  employee  dying  before  he 
becomes  entitled  to  superannuation,  his 
legal  representatives  receive  a sum  equal 
to  twice  the  amount  of  his  contributions, 
with  or  without  interest,  according  to  the 
constitution  of  the  particular  fund. 

4470.  (6)  Sources  of  in-come. 

The  income  of  the  funds  is  derived  from  three 
sources  as  follows  : — 

Contributions  of  employers. 

Contributions  of  employees. 

Interest  on  investments  and  on  moneys  on 
deposit. 

The  question  of  Income  Tax  in  regard  to  these 
sources  of  income  is  considered  in  the  three  follow- 
ing paragraphs. 

4471.  (7)  Contributions  of  employers. 

The  contributions  of  the  employers  being  specifically 
assigned  for  the  payment  of  future  pensions,  which 
are  of  the  nature  of  deferred  pay  provided  in  con- 
sideration of  services  rendered  during  active  life,  are 
proper  deductions  from  assessments  to  Income  Tax 
just  as  much  as  if  they  were  payments  for  salaries  or 
wages  paid  during  the  year  in  which  the  contribu- 
tions were  made.  The  deduction  from  assessment  is 
admitted  in  cases  in  which  the  fund  has  an  arrange- 
ment with  the  Board  of  Inland  Revenue.  It  is 
claimed  that  it  should  be  admitted  in  all  cases  under 
proper  regulation. 

4472.  (8)  Contributions  of  employees. 

It  should  be  pointed  out  that  in  the  case  of  funds 
having  statutory  authority  to  compulsorily  deduct  con- 
tributions, such  contributions  are  allowed  by  statute  as 
a reduction  of  income  for  assessment  to  tax,  and, 
further,  the  principle  of  deduction  from  assessment 
has  been  admitted  by  the  Board  of  Inland  Revenue  in 
legard  to  these  contributions  where  an  arrangement 
has  been  made  between  the  Board  and  a particular 
fund,  and  it  is  claimed  that  all  funds  should  be  placed 
in  the  same  position  as  those  having  statutory 
authority. 


The  argument  for  the  allowance  in  respect  of  con- 
tributions made  for  the  purpose  of  securing  a pension 
would  appear  to  have  greater  force  than  that  urged 
in  favour  of  the  allowance  in  respect  of  Life  Insurance 
premiums  in  that  the  pension  when  paid  is  subject  to 
Income  Tax,  if  liable,  whereas  the  provision  made  by 
a Life  Insurance  is  not  necessarily  so  subject.  The 
provision  of  a pension  also  tends  to  render  unnecessary 
and  inapplicable  the  provisions  of  the  Old  Age 
Pensions  Act,  1908  ( see  par.  15,  infra.),  whereas  Life 
Insurance  has  not  in  general  any  such  effect. 

4473.  (9)  Interest  on  investments  and  on  moneys  on 
deposit. 

In  regard  to  interest  on  investments  and  on  moneys 
on  deposit,  tax  is  charged  at  the  full  unearned  rate 
upon  the  full  amount  of  interest  received  by  the  fund, 
either  by  deduction  at  source  or  by  direct  assessment. 
The  fund  is  empowered  to  deduct  tax  at  the  full  rate 
charged  during  the  particular  year  of  assessment  from 
pensions  paid,  and  the  pensioner  is  of  course  entitled 
to  obtain  a refund  of  the  amount  of  such  deduction 
in  excess  of  his  appropriate  assessment. 

To  obviate  the  trouble  involved  by  such  a course,  it 
is  usually  a provision  of  the  arrangement,  where  such 
exists,  between  the  Board  of  Inland  Revenue  and  the 
particular  fund,  that  repayment  will  be  made  by  the 
Inland  Revenue  to  the  fund  of  the  difference  between 
the  tax  at  the  full  rate  of  tax  imposed  for  the  year 
on  the  aggregate  amount  of  the  pensions  and  the 
aggregate  amount  of  the  tax  certified  by  the  Surveyor 
as  deductible  from  the  pensions. 

Many  years  elapse,  however,  after  the  inception  of 
a fund  before  the  amount  paid  out  in  pensions  is 
equivalent  to  the  amount  received  in  interest,  and 
during  these  years  the  fund  loses  the  amount  repre- 
sented  by  tax  at  the  full  unearned  rate  on  the 
difference  between  the  pensions  paid  and  the  interest 
received. 

With  the  exception  of  the  relatively  small  amount 
paid  out  on  the  withdrawal  of  members  from  a fund 
or  on  the  death  of  members  all  interest  on  invest- 
ments, indeed  all  moneys  received  into  a fund,  are 
sooner  or  later  paid  out  in  pensions. 

These  pensions,  if  the  recipient’s  income  is  not 
below  the  limit  of  exemption,  are  subject  to  tax  at 
the  appropriate  rate,  and  it  is  submitted  that  this 
alone  constitutes  a sufficient  ground  for  the  relief 
sought. 

It  should  be  noted  that  with  the  limit  of  exemption 
at  £130  as  at  present,  approximately  85  per  cent,  of 
the  pensioners  are  not  liable  to  Income  Tax,  while  the 
remainder,  with  few  exceptions,  are  liable  only  at 
the  lowest  rate.  If  the  limit  of  exemption  is  raised, 
the  proportion  not  liable  to  tax  would  be  corres- 
pondingly greater. 

4474.  (10)  Proposed  standard  arrangements. 

The  arrangements  with  the  Inland  Revenue  at 
present  in  force  vary  to  some  extent  and  the  pro- 
posal as  to  a standard  form  has  already  received  pre- 
liminary consideration.  A draft  of  a new  scheme 
suggested  by  the  Inland  Revenue  officials  is  annexed 
[see  para.  25.], but  this  would  merely  give  effect  to 
existing  practice  and  in  no  way  satisfies  the  claims 
of  the  conference. 

4475.  (11)  Effect  of  present  taxation.  Solvency  of 
funds  endangered. 

The  pensions  of  to-day  are  paid  out  of  the  accu- 
mulated contributions  and  interest  of  past  years, 
and  the  set-off  of  tax  is  always  many  years  behind  the 
payment  of  tax  on  the  income  which  provides  the 
pension;  the  loss  of  the  large  sum  absorbed  by  the 
tax  together  with  oompound  interest  thereon ‘must 
inevitably  have  a serious  permanent  effect  on  the 
fund.  When  the  basis  of  the  funds  was  actuarially 
determined  the  rate  of  tax  was  in  almost  all  cases 
comparatively  nominal,  and  it  will  therefore  be 
realized  that  the  solvency  of  the  funds  in  present 
circumstances  is  seriously  endangered. 

4476.  (12)  The  funds  make  no  profits. 

The  contributions  received  by  the  funds  are  in- 
vested, and  as  practically  the  whole  of  the  money 
thus  accruing  is  paid  out  as  pensions  there  is  no 
question  of  profits  being  earned.  Income  Tax  is 
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recognized  as  a tax  upon  profits,  and  since  the  funds 
earn  no  profits,  it  follows  that  on  this  ground  alone 
tax  should  not  be  payable,  except  by  individual  pen- 
sioners in  respect  of  pensions  as  and  when  paid. 

4477.  (13)  Income  Tax  a tax  on  the  individual. 

In  the  Appendix  to  the  Report  of  the  Depart- 
mental Committee  on  Income  Tax  of  1905,  the 
Deputy  Chairman  of  the  Board  of  Inland  Revenue 
stated  in  a memorandum  submitted  by  him  that 

“ the  central  principle  of  Income  Tax  law  is  that 
“ each  individual  whose  total  income  from  all 
“ sources  is  over  £160  a year  is  liable  to  Income 
“ Tax ; if  it  does  not  exceed  £160  he  is  exempt.5 ' 
This  being  the  case,  in  view  of  the  impracticability 
of  passing  on  the  tax  in  full  measure  to  the  pen- 
sioner, it  should  follow  that  the  revenues  of  the  funds 
should  not  bear  tax,  but  that  the  pensions  payable  to 
members  should  be  subjected  to  tax  as  and  when  they 
are  paid,  and  not  until  then.  It  may  he  mentioned 
that  making  due  allowance  for  the  concession  as  to 
the  deduction  of  contributions  by  the  members  from 
their  assessments  to  Income  Tax  and  for  the  rebate  of 
tax  allowed  in  respect  of  pensions  paid  the  amount  of 
tax  payable  during  the  first  thirty  years  of  a fund  is 
substantially  more  than  the  amount  of  tax  which 
would  be  payable  in  the  aggregate  were  each  member 
to  invest  his  contributions  and  pay  tax  (if  liable)  on 
the  income  therefrom. 

4478.  (14)  The  question  of  thrift. 

It  is  submitted  that  superannuation  funds  form  a 
most  valuable  asset  from  a national  point  of  view, 
as  being  a measure  of  thrift  which  is  not  likely  to  be 
attained  in  any  other  way.  The  joining  of  the  fund 
is  made  a condition  of  service  in  most  cases  where  a 
fund  exists,  and  many  employees  who  would  be  very 
unlikely  to  save  otherwise  are  compelled  to  save  in 
this  manner. 

4479.  (15)  A national  benefit  financially. 

The  pensions  paid  by  superannuation  funds  must 
result  in  a considerable  reduction  of  the  amount  re- 
quired from  the  national  purse  for  Old  Age  Pensions, 
and  must  also  tend  to  reduce  expenditure  in  con- 
nection with  the  administration  of  the  Poor  Law. 

4480.  (16)  The  principle  involved  already  admitted. 
The  principle  for  which  the  conference  contends 

may  be  briefly  stated  thus. — A superannuation  fund 
is  merely  a channel,  and  income  passing  through  it 
should  be  taxed  only  at  the  destination,  viz.,  the  pen- 
sioner (or  in  the  case  of  refund,  the  contributor). 
This  principle  is  already  recognized  in  regard  to  two 
of  the  three  sources  of  income,  amounts  received 
from  employers  and  employees  being  taxed  only  when 
paid  out  to  pensioners  or  as  refunds.  It  appears  also 
to  be  admitted  in  its  entirety  in  the  case  of  certain 
funds  not  parties  to  the  oonferenoe,  e. g.,  those  of 
certain  railway  companies  and  police  pension  funds 
administered  by  local  authorities. 

4481.  (17)  Colonial  practice. 

In  some  of  the  British  Dominions  e.g.,  New  Zea- 
land and  the  Commonwealth  of  Australia,  the  entire 
income  of  superannuation  funds  is  already  exempted 
from  Income  Tax.  In  India  all  provident  funds  andi 
provident  insurance  societies,  which  probably  include 
superannuation  funds,  are  exempted. 

4482.  (18)  Life  Insurance  offices. 

The  witness  is  aware  that  some  years  since  a similar 
quetsion  was  raised  by  the  Life  Insurance  offices  but 
without  success.  It  is  submitted  that  the  position 
of  superannuation  funds  in  regard  to  interest  on 
investments  is  in  no  way  analogous  to  that  of  the 
main  body  of  the  Life  Insurance  offices.  It  is  not 
a purpose  of  superannuation  funds  to  earn  profits, 
and  therein  they  are  different  from  the  offices  just 
referred  to  and  should  not,  therefore,  be  considered 
as  being  in  a like  category. 


4483  (19)  Belief  desired. 

The  application  on  behalf  of  the  funds  is : — 

(a)  That  the  income  from  their  investments  should 

be  exempt  from  Income  Tax  and  that  only 
pensions  paid  should  be  brought  into  and 
rendered  liable  to  assessment. 

( b ) That  the  contributions  of  employers  should  be 

legally  recognized  in  all  cases  as  ? .eduction 
from  assessment  to  Income  Ta^ 

(c)  That  the  contributions  of  the  employees  should 

be  allowed  as  a reduction  of  income  for  the 
purposes  of  assessment  to  Income  Tax. 

PROVIDENT  AND  THRIFT  FUNDS. 

4484.  (20)  Working  of  the  funds. 

The  principles  on  which  these  funds  work  are  usually 
ns  follows:  — 

(a)  Deductions  are  made  weekly  or  monthly  from 

the  salaries  or  wages  of  the  employees,  and 
paid  over  by  the  employer  to  the  fund. 

(b)  The  employer  also  contributes  a sum,  usually, 

but  not  necessarily,  equivalent  to  the 
amount  deducted  from  the  employees. 

(c)  These  contributions  from  employer  and  em- 

ployees are  invested,  and  the  capital  of  the 
fund  consists  of  the  accumulated  contribu- 
tions with  interest  additions. 

(d)  On  retirement  at  a specified  age,  or  on 

previous  incapacity  or  death,  the  employee 
or  his  legal  representative  receives  from  the 
fund  a capital  sum  equal  to  his  own  and 
the  employer’s  contributions  with  interest. 

(e)  In  the  event  of  an  employee  leaving  the 

service  of  the  employer  he  receives  back  his 
contributions  with  interest. 

4485.  (21)  Position  in  regard  to  Income  Tax. 

There  is  no  specific  relief  given  in  regard  to  Income 

Tax. 

4486.  (22)  Colonial  practice. 

In  certain  British  Dominions  contributions  to  thrift 
and  provident  funds  are  allowed  as  deductions  from 
assessment  to  Income  Tax,  while  in  India  and  the 
Commonwealth  of  Australia  the  income  from  invest- 
ments of  such  funds  is  exempted  from  payment  of 
Income  Tax. 

4487.  (23)  Belief  desired. 

The  application  on  behalf  of  the  funds  is  that  the 
employees’  contributions  should  be  allowed  as  deduc- 
tions from  assessment  to  Income  Tax  in  the  same 
manner  as  insurance  premiums  are  allowed. 

The  witness  understands  that  certain  of  the  large 
provident  and  thrift  funds  desire  a further  measure 
of  relief  and  therefore  the  statement  submitted  must 
not  be  regarded  as  exhaustive  so  far  as  they  are 
concerned. 

4488.  (24)  List  of  funds  represented. 

"Widows’  Fund,  Society  of  Solicitors  in  the 
Supreme  Courts  of  Scotland. 

Camberwell  Borough  Council  Superannuation 
Fund. 

Chiswick  Urban  District  Council  Superannuation 
Fund. 

Croydon  Corporation  Superannuation  and  Pro- 
vident Fund. 

Kensington  Borough  Council  Superannuation 
Fund. 

Manchester  Corporation  Thrift  Fund. 

St.  Marylebone  Borough  Council  (Superannua- 
tion) Act,  1908. 

Metropolitan  Water  Board  Superannuation  and 
Provident  Fund. 

Newcastle-on-Tyne  Corporation  Superannuation 
Fund. 

Paddington  Borough  Council  Superannuation 
and  Pensions  Fund. 

Poplar  Borough  Council  Superannuation  and 
Pension  Fund. 
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Southgate  Urban  District  Council  Superannua- 
tion Fund. 

Southgate  Urban  District  Council  Workmen’s 
Pension  Fund. 

Westminster  City  Council  Superannuation  and 
Pension  Funds. 

Omnibus  Railway  and  Equipment  Companies’ 
Staff  Superannuation  Fund  (Underground 
Electric  Railways  Co.  of  London,  Ltd.). 

Railway  Clearing  System  Superannuation  Fund 
Corporation. 

Cunard  Steam  Ship  Co.,  Ltd.,  Superannuation 
Fund  Association. 

Elder  Dempster  Superannuation  Fund  Associa- 
tion. 

Lamport  & Holt  Line  Superannuation  Fund 
Association. 

Frederick  Leyland  & Co.,  Ltd.,  Superannuation 
Fund  Association. 

Frederick  Leyland  & Co.,  Ltd.,  Benevolent  Fund. 

Frederick  Leyland  & Co.,  Ltd.,  Marine  Super- 
annuation Fund. 

Oceanic  Steam  Navigation  Co.,  Ltd.,  Super- 
annuation Fund  Association. 

Pacific  Steam  Navigation  Company’s  Super- 
annuation Fund  Association. 

Royal  Mail  Steam  Packet  Co.’s  Superannuation 
Fund  Association. 

Royal  Mail  Steam  Packet  Co.’s  Pension  & Bene- 
volent Fund. 

Union-Castle  Line  Superannuation  Fund  Associa- 
tion. 

Brentford  Gas  Co.’s  Officers’  Superannuation 
Fund. 

Cardiff  Gas  Light  & Coke  Co.  Officers’  Super- 
annuation Fund. 

Croydon  Gas  Co.’s  Staff  Superannuation  Fund. 
Co-Partners  Pension  Fund. 

Ipswich  Gas  Light  Co.’s  Superannuation  Fund. 

Leamington  Priors  Gas  Co.  Workmen’s  Super- 
annuation Fund. 

Portsea  Island  Gas  Light  Co.’s  Officers’  Super- 
annuation Fund. 

South  Metropolitan  Gas  Co.  Workmen’s  Super- 
annuation Fund. 

South  Suburban  Gas  Co.’s  Officers’  Superannua- 
tion Fund. 

Tottenham  District  Light,  Heat  & Power  Co.’s 
Co-Partners’  Pension  Fund. 

Birmingham  Proof  House  Superannuation  Fund. 

Boots  United  Chemists  Pension  Fund  and 
Friendly  Society. 

Boots  Co-operative  Insurance  and  Pension 
Society  Limited. 

Bournville  Works  Pension  Fund  (Men). 

British  Insulated  and  Helshy  Cables,  Ltd.,  Pen- 
sion Fund. 

City  of  London  Electric  Lighting  Co.’s  Staff 
Provident  Fund. 

English  Sewing  Cotton  Co.,  Ltd.,  Pension  Fund 
for  Employees. 

Sir  William  Hartly  Pension  Fund. 

Hazell,  Watson  and  Viney,  Ld.,  Administrative 
Staff  Pension  Fund. 

Hazell,  Watson  and  Viney,  Ld.,  Provident  Fund. 

Home  and  Colonial  Stores  Pension  Fund. 

Johnson  Bros.  (Dyers)  Ltd.,  Superannuation  & 
Pension  Fund  (Scheme  B). 

Paul’s  Superannuation  Fund. 

Reckitt  & Sons,  Ltd.,  Superannuation  Fund. 

Reuters  Officers’  Superannuation  Fund. 

Rowntree  & Co.,  Ltd.,  Pension  Fund. 

W.  H.  Smith  & Son’s  Superannuation  Fund. 

Spillers  & Bakers  Superannuation  Fund. 

Thrutchley  & Co.,  Ltd.,  Superannuation  Fund 
Association. 


4489.  (25)  SUPERANNUATION  FUND. 

PROPOSED  STANDARD  ARRANGEMENTS  IN 
REGARD  TO  THE  INCOME  TAX. 

1.  The  Company’s  annual  contributions  shall  be 
allowed  as  a working  expense  in  computing  the  assess- 
able liability  of  the  company  to  Income  Tax. 

2.  The  annual  contributions  of  the  employees  to  the 
fund  shall  be  allowed  as  a deduction  in  arriving  at 
the  assessments  to  Income  Tax  upon  them. 

3.  All  income  of  the  fund  from  investments  or  from 
bank  deposits  shall  be  liable  to  assessment  to  Income 
Tax  at  the  full  rate,  and  the  fund  shall  make  an 
annual  return  for  assessment  to  the  Surveyor  of  Taxes 
of  any  untaxed  income. 

4.  On  a refund  of  any  contributions  to  a contributor 
(except  on  the  occasion  of  his  death)  the  fund  shall 
account  for  the  tax  on  such  of  the  contributions  re- 
funded as  were  made  for  years  when  earnings  exceeded 
£200. 

The  tax  shall  be  accounted  for  at  the  lowest  earned 
income  rates  of  tax  in  force  for  the  respective  years 
in  which  the  contributions  were  made. 

The  fund  shall  render  an  annual  return  to  the 
Surveyor  of  Taxes  of  all  amounts  to  be  so  accounted 
for,  for  the  purpose  of  assessment  and  payment  thereof 
to  the  Revenue. 

5.  The  fund  shall  account  to  the  Revenue  for  the 
tax  on  the  amount  by  which  the  total  pensions  paid 
in  any  year  exceed  the  income  on  which  tax  has  been 
borne  by  the  fund  for  that  year.  In  order,  however, 
to  avoid  the  necessity  for  the  deduction  of  tax  from 
the  pensions  at  the  full  rate  and  subsequent  claims 
by  the  individual  pensioners  for  the  repayment  of  the 
relief  to  which  they  are  entitled,  the  fund  may,  if 
it  so  desires,  adopt  the  annexed  scheme  for  deduction 
of  tax  from  the  pensions. 

6.  A return  of  the  pensions  paid  and  of  the  inoome 
of  the  fund  on  which  tax  has  been  borne  shall  be 
rendered  annually  to  the  Surveyor  of  Taxes. 

7.  The  fund  will  furnish  annually  to  the  Surveyor 
a copy  of  its  accounts,  and  will  give  the  Surveyor  any 
other  information  to  enable  him  to  ascertain  that  the 
conditions  of  the  arrangement  are  being  complied 
with. 

8.  The  arrangement  shall  come  into  force  for  the 
year  commencing  on  the  6th  April. 

4490.  (26)  SCHEME  FOR  DEDUCTION  OF  TAX 
FROM  PENSIONS. 

1.  The  secretary  of  the  fund  will  furnish  to  the 
Surveyor  of  Taxes  a complete  list  of  all  pensions 
payable.  In  future  years  he  shall  furnish  each  April, 
a list  of  all  new  pensions  and  of  all  pensions  that  have 
ceased  during  the  previous  year. 

2.  The  Surveyor  will  supply  forms  of  claim  for  relief 
which  the  secretary  will  distribute  to  those  pensioners 
from  whom  the  Surveyor  considers  it  necessary  that 
such  a claim  should  be  obtained.  The  form  of  claim 
when  completed  by  the  pensioner  will  be  sent  by  him 
direct  to  the  Surveyor. 

3.  The  Surveyor  will,  in  due  course,  send  to  the 
secretary  a certificate  showing  the  amount  of  tax 
deductible  from  each  pension. 

4.  At  the  end  of  the  year  repayment  will  be  made 
to  the  fund  as  follows:  — 

(a)  If  the  pensions  paid  exceed  the  income  of  the 
fund  on  which  tax  has  been  paid,  repay- 
ment will  he  made  of  the  difference  between 
the  total  amount  of  tax  paid  by  the  fund 
and  the  aggregate  amount  of  the  tax  certi- 
fied by  the  Surveyor  as  deductible  from  the 
pensions.  Thus  if  the  pensions  paid 
amount  to  £1,000,  the  taxed  income  of  the 
fund  to  £800,  on  which  tax  of  6s.  is  £240, 
and  the  tax  certified  by  the  Surveyor  as 
deductible  to  £100,  the  repayment  will  be 
£140, 
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(6)  If  the  pensions  paid  do  not  exceed  the  income 
of  the  fund  on  which  tax  has  been  paid, 
repayment  will  be  made  of  the  difference 
between  the  tax  at  the  full  rate  of  tax 
imposed  for  the  year  on  the  aggregate 
amount  of  the  pensions,  and  the  aggregate 
amount  of  the  tax  certified  by  the  Surveyor 
as  deductible  from  the  pensions.  Thus  if 
the  pensions  paid  amount  to  £600,  the 
taxed  income  of  the  fund  to  £800,  and  the 
tax  certified  by  the  Surveyor  as  deductible 
to  £100,  the  repayment  will  be  £80  (viz. : 
the  difference  between  £180  the  tax  on  the 
pensions  at  the  full  rate  of  6s.  and  the 
£100  certified  as  deductible). 

5.  If  the  aggregate  amount  of  the  tax  certified  by 
the  Surveyor  as  deductible  from  the  pensions  exceeds 
the  total  tax  paid  by  the  fund,  the  fund  will  pay  over 
the  difference  to  the  Revenue. 

6.  The  fund  will  furnish  the  Surveyor  annually  with 
a copy  of  the  accounts. 

7.  The  arrangement  can  be  terminated  by  either 
side  for  any  Income  Tax  year  provided  that  notice  be 
given  prior  to  the  commencement  of  the  year. 

[ This  concludes  the  evidence-in-chief .] 

4491.  Chairman:  We  have  the  copy  of  your  state- 
ment. Will  you  state  your  case  as  briefly  as  you  can 
on  the  main  points  of  it,  and  then  one  or  two  members 
of  the  Commission  will  cross-examine  you? — As  you 
please,  my  lord.  Perhaps  I may  first  make  definite 
a point  which  is  implied,  but  perhaps  not  expressed  in 
the  evidence : that  our  trouble  is  not  a new  one  in 
principle,  but  is  aggravated  by  the  recent  increase  in 
the  tax.  The  position  came  upon  me  personally  some 
two  to  thfee  years  ago,  when  I realized,  in  connection 
with  the  fund  with  which  I am  connected,  the  pos- 
sibility of  the  net  rate  of  interest  being  taken  below 
the  3£  per  cent,  upon  which  the  fund  had  been  based 
by  the  actuary.  As  a consequence  of  that  I got  into 
communication  with  some  friends  who  I knew  were  in- 
terested, and  we  held  a first  meeting  of  this  conference 
just  about  two  years  ago,  11  funds  attending ; we  are 
now  55,  as  stated  in  the  evidence.  Those  55  have 
come  together,  not  by  reason  of  any  advertisement, 
but  by  the  introduction  of  one  to  another,  and  so  on. 
The  membership  and  the  capital  of  these  funds  are 
set  out  in  paragraph  2,  and  I think  the  objects  of  the 
conference  are  sufficiently  stated  in  paragraph  3,  by 
far  the  main  object  being  that  scheduled  as  3 (o),  viz., 
to  obtain  the  relief  which  we  desire  from  the  incidence 
of  the  tax  at  the  full  unearned  rate  upon  all  the  in- 
terest on  our  funds.  This  evidence  was  put  together 
by  the  committee  referred  to  in  paragraph  4.  That 
committee  consists  of  men  of  commercial  experience 
who  are  concerned  with  the  practical  working  of  some 
of  the  funds.  The  working  of  the  funds  is  perhaps 
sufficiently  described  in  paragraph  5.  I should  point 
out  that  we  show  in  the  main  how  the  funds  are 
worked ; there  are  of  course  many  minor  differences  in 
their  several  constitutions.  The  sources  of  income, 
at  any  rate  principally,  are  the  three  which  are  stated 
in  paragraph  6 — contributions  of  employers,  contribu- 
tions of  employees,  and  interest  on  investments  and 
moneys  on  deposit.  Then  paragraphs  7,  8,  and  9 con- 
tain the  principal  matters  upon  which  we  are  appear- 
ing before  you.  Paragraph  7 relates  to  the  contribu- 
tions of  employers,  and  the  manner  in  which  those 
contributions  are  dealt  with  in  respect  of  Income  Tax. 
As  is  pointed  out  in  the  paragraph,  where  the  funds 
are  regularly  constituted  and  are  subject  to  the  regu- 
lation of  the  Inland  Revenue  authorities,  these  con- 
tributions are  allowed  as  a deduction  by  way  of  work- 
ing expenses.  In  paragraph  8,  the  contributions  of 
the  employees  are  dealt  with;  and,  similarly,  and  fol- 
lowing on  the  provision  which  was  made  many  years 
ago  in  regard  to  Life  Assurance  premiums,  those  con- 
tributions are  allowed  to  the  contributor  as  a deduc- 
tion from  his  assessment ; and  indeed,  in  some  cases  in 
the  cases  of  statutory  funds,  as  a reduction  of  his  in- 
come when  arriving  at  his  assessment  to  Income  Tax. 
There  is  a somewhat  subtle  difference  there,  which 
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doubtless  the  Commission  will  readily  appreciate. 
Then  in  No.  9 we  deal  with  the  question  of  interest 
on  investments  and  on  moneys  on  deposit.  Of  course, 
in  the  nature  of  things,  it  is  practically  all  interest  on 
investments;  because  in  a well-managed  fund,  so  soon 
as  there  is  money  to  invest,  it  is  invested;  there  is 
very  little  which  is  left  on  deposit  earning  a low  rate 
of  interest,  since,  at  any  rate  in  the  earlier  years  of 
the  funds  (and  it  is  in  respect  of  those  years  that  our 
complaint  lies),  our  disbursements  are  comparatively 
small  and  there  is  always  money  to  invest;  and,  con- 
sequently, we  deal  chiefly  with  the  question  of  interest 
on  investments,  and  in  that  respect,  as  the  Commis- 
sion is  of  course  well  aware,  except  on  some  recent 
securities,  the  tax  is  deducted  at  the  source,  and  is 
deducted  at  the  full  unearned  rate  of  6s.  in  the  £. 
We  claim  that  that  is  wrong,  and  that  the  funds 
making  no  profit,  qua  funds,  should  not  bear  that  tax. 

4492.  That  is  your  main  point? — That  is  our  main 
point : that  the  pensioners  who  take  moneys  out  of 
the  funds  as  individuals,  and1  they  alone,  should  be 
taxed  at  the  rate  appropriate  to  their  several  in- 
comes. The  Commission  will  readily  realize  the  great 
hurt  to  which  the  funds  are  subjected,  when  I impress 
the  point  that  for  many  years  in  the  early  years  of  a 
fund — possibly  for  thirty  years,  it  depends  of  course 
upon  the  growth — that  interest  is  a very  much  larger 
sum  per  annum  than  the  amount  which  is  paid  out 
in  pensions.  While  6s.  in  the  £ is  retained1  by  the 
Inland  Revenue  authorities  on  all  the  interest  in- 
come, on  the  other  hand  they  allow  to  us  only  the 
corresponding  amount  upon  the  total  paid  out  in 
pensions.  The  loss  to  the  funds  which  we  claim  is 
inequitable,  is  that  deduction  of  6s.  in  the  £ upon 
all  the  sovereigns  between  the  total  outgo  in  pensions 
and  the  total  income  in  interest.  That  is  a loss  to 
the  funds  which  we  are  in  no  way  able  to  recoup, 
and  which  indeed1,  when  the  fund  arrives  at  maturity, 
when  the  point  is  reached  in  the  mature  years  of  the 
fund  that  the  pensions  are  more  than  the  interest 
received,  we  are  not  allowed  to  go  on  recouping  our- 
selves then  by  charging  on  that  excess;  we  are  re- 
strained from  doing  that,  and  any  surplus  which  we 
receive  in  that  way  is  required  to  be  passed  over  to 
the  Inland'  Revenue.  We  base  our  claim  entirely 
on  grounds  of  equity;  but  we  reinforce  it  in  para- 
graphs 14  and  15  by  an  appeal  to  the  necessity  or 
the  desirability  of  enoouraging  thrift — a principle 
which  has  long  been  acknowledged  and  pressed  by 
the  Government  of  this  country;  on  which  ground 
indeed  alone,  as  I understand  it,  the  concession  was 
given  many  years  ago,  to  the  contributor  to  a Life 
Assurance  in  respect  of  the  premium  for  his  policy. 
We  point  out  to  you  that  a superannuation  fund 
provides  an  even  better  security  in  that  regard  from 
the  point  of  view  of  the  State,  in  that,  in  the  nature 
of  things,  with  very  few  exceptions  indeed — in  my 
experience  I have  not  known  one  exception — the 
money  comes  out  as  pension,  and  is  accordingly  tax- 
able. As  distinct  from  the  general  result  of  a Life 
Assurance  policy,  which  results  in  a capital  sum  being 
paid  to  a person,  the  benefit  to  our  members  is  almost 
invariably  in  the  nature  of  a pension,  which  is  tax- 
able at  the  rate  appropriate  to  the  particular  man ; 
and  which,  moreover,  as  is  pointed  out  in  paragraph 
15,  does  away  with  the  possibility,  if  I remember  the 
law  correctly,  of  that  same  person  claiming  an  Old 
Age  Pension  from  the  State.  In  the  two  or  three 
concluding  paragraphs  we  point  out  to  you  that  in 
some  ways  the  principle  is  already  admitted.  It 
seems  to  us  somewhat  anomalous  that  two  sources  of 
our  revenue  are  exempt  from  taxation  when  they 
come  into  the  fund,  and  the  third  source  is  taxed. 
We  point  out  to  you  that  in  quite  a number  of  sub- 
stantial funds  of  long  standing  which  have  not 
arrived  at  the  maturity  to  which  I have  referred — 
when  their  pension  outgo  equals  their  income — we 
understand  that  those  funds  are  already,  in  some 
manner  and  by  some  machinery,  exempted.  We  are 
assured,  especially  with  regard  to  the  police  pension 
funds  which  are  set  up  under  the  Police  Act  of  1890, 
that  all  of  them  are  so  exempt.  We  have  ascertained 
from  the  High  Commissioners  of  the  Commonwealth 
of  Australia,  and  the  Dominion  of  New  Zealand,  that 
the  principle  is  admitted  to  the  full  in  those 
countries,  and  we  have  reason  to  think  it  is  also  in 
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India,  although  our  evidence  about  that  is  not  so 
clear.  I had  some  correspondence  with  the  Secretary 
of  State,  and  his  lordship  referred  me  to  a local 
Surveyor,  if  I wanted  some  further  information, 
which  was  rather  an  impracticable  suggestion.  Then 
in  No.  19,  we  set  out,  I think,  quite  clearly  the  relief 
which  we  desire  you  to  recommend  should  be  given  to 
superannuation  f.  nds;  that  the  income  from  the  in- 
vestments should  be  exempt  from  Income  Tax,  and 
that  only  pensions  paid  should  be  brought  into  and 
rendered  liable  to  assessment;  that  the  contributions 
of  employers  should  be  legally  recognized  in  all  cases 
as  a deduction  from  assessment  to  Income  Tax;  and 
that  the  contributions  of  the  employees  should  be 
allowed  as  a reduction  of  income  for  the  purposes  of 
assessment  to  Income  Tax. 

Then  to  deal  with  paragraphs  20  to  23,  I want  to 
make  an  explanation,  if  not  indeed  an  apology,  to 
your  Commission  in  regard  to  provident  and  thrift 
funds.  There  are  some  five  or  six  of  such  funds,  mem- 
bers of  our  conference.  Most  of  those  are  in  connec- 
tion with  the  superannuation  fund  of  the  same  con- 
cern, and  it  was  not  until  quite  late  in  our  considera- 
tion that  we  found  that  those  funds  were  not,  at  any 
rate  in  the  view  of  the  committee  with  whom  I was 
working,  quite  on  the  same  lines  as  our  superannua- 
tion funds ; but  we  found  that,  at  any  rate  in  the  case 
of  one  very  large  fund,  that  of  the  Manchester  Cor- 
poration, they  claim  so  to  be.  I was  minded  at  first 
to  leave  out  this  reference  and  refer  these  funds  to 
you  separately ; but  I felt  that  we  had  gone  so  far  that 
that  course  was  not  proper,  and  therefore  my  com- 
mittee has  put  in  here  what  we  think  proper ; "but  we 
would  be  glad  (because  we  feel  we  are  not  properly 
representing  the  case,  at  any  rate,  of  the  Manchester 
Corporation)  if  you  would  call  them  later  to  represent 
their  own  case. 

4493.  Have  you  anything  else  to  say? — No,  my 
Lord,  thank  you. 

4494.  Mr.  Marks : Your  final  statement  as  to  the 
lehef  desired  seems  to  go  rather  further  than  I anti- 
cipated when  I started  reading  your  memorandum. 
Your  claim,  I thought,  was  something  to  the  effect 
that  such  funds  ultimately  were  taxed  at  the  full  rate 
on  that  part  of  the  income  which  is  undistributed, 
and  that  was  the  measure  of  relief  that  you  claimed? 
— Well,  is  not  that  so,  sir? 

4495.  Do  you  not  go  rather  further  than  that  when 
you  say  that  the  whole  of  the  income,  as  I gather 
from  your  investments  should  he  exempt  from  Inoome’ 
lax,  and  that  only  pensions  paid  should  be  brought 
in,  and  rendered  liable  to  assessment?— That  amounts 
to  the  same  thing  because  at  the  moment  we  get  back 
Irom  the  Board  of  Inland  Revenue  6s  in  the  £1  in 
respect  of  the  amount  we  have  paid  out  as  pensions 

44t96-  i0  y0U  do  with  that?  Is  retained  in 

the  fund?— The  Income  Tax  is  accounted  for  annually 
to  the  Board  of  Inland  Revenue,  or  to  the  nearest 
surveyor. 

4497.  But  you  are  allowed,  are  you  not,  to  retain 
the  amount  of  tax  on  the  pensions  which  you  dis- 
tribute so  long  as  that  is  within  the  amount  of  your 
interest?— We  shall  find  it  set  out  in  my  paragraph  25. 
We  are  recouped  the  6s.  in  the  £1  in  respect  of  the 
amount  we  have  paid  out  in  pensions,  and  the 
pensioner  bears,  in  some  cases  I believe  the  Lnd  bears 
for  him,  the  amount  of  tax  appropriate  to  the  pension 
he  receives.  * 

4498  Do  you  pay  out  your  pensions  in  full  or 
not? — Some  do,  and  some  do  not. 

4499.  It  varies?— It  varies.  Some  deduct  tax  on 
payment,  and  some  pay  them  without  deduction  of 
tax.  The  proposed  form  of  agreement  we  have  given 
you  here  as  I pointed  out  in  my  evidence,  is  a new 
and  partly  discussed  form,  but  a previous  form  obliged 
us  to  pay  the  pensions  free  of  tax. 

4500  In  regard  to  that  form  of  agreement  do  vou 
object  to  the  regulation  which  is  at  present  in  fmce 
that  it  has  to  be  agreed  that  the  contributions  of  the 
employer  should  be  definitely  alienated  by  the 
employer,  and  must  not  represent  a reserve  sum  over 
which  he  retains  control ?— Many  funds  are  constituted 


with  a trust  deed,  which,  of  course,  immediately  puts 
the  whole  thing  beyond  the  control  of  the  employer, 
except  that  as  a rule  he  nominates  the  majority  of 
the  committee,  but  the  funds  are  in  trust  and  in  that 
sense  quite  beyond  his  control. 

4501.  Does  not  the  Inland  Revenue  recognize  that 
even  though  there  may  be  a majority  of  the  committee 
appointed  by  the  employers  the  funds  are  still  beyond 
the  employers  control? — Yes,  I think  so. 

4502.  And  the  employer  does  get  the  benefit  of 
that?- — The  employer  gets  the  benefit  of  charging  the 
contributions  as  a working  expense.  There  are, 
however,  some  few  funds  of  our  conference  apparently 
not  yet  in  possession  of  that  benefit.  I cannot  tell 
you  quite  definitely  why  that  is  so,  but  we  know  from 
the  reports  that  we  have  had  from  them  that  it  is  so. 

4503.  Would  it  not  be  possible  for  those  funds  to 
put  themselves  into  the  position,  so  far  as  the 
employers  contributions  are  concerned,  to  get  all  the 
benefit  you  require?— I think  that  is  possible. 

4504.  So  far  as  that  is  concerned  it  is  a question 
only  for  them? — Part  of  our  programme,  since  we  are 
now  freed  of  our  recent  work  in  connection  with  this 
evidence,  is  to  discuss  this  proposed  agreement  with 
all  of  our  members,  and  that  will  in  effect  regularize 
the  position  which  my  friend  is  just  discussing. 

4505.  Then  to  a very  large  extent  your  relief  desired 
in  paragraph  19  (c)  is  also  granted,  is  it  not,  as 
regards  the  contributions  of  employees? — 19  (c)  is 
granted  at  present  in  two  ways ; the  point  largely  is 
that  it  should  be  regularized.  The  funds  that  work 
under  Statute,  either  local  or  Imperial,  obtain  this 
concession  as  a reduction  of  the  income,  and  not,  in 
the  same  way  as  the  person  who  pays  a premium  on 
his  Life  Insurance,  as  a deduction  from  his  assessment. 
There  is  a difference.  It  is  rather  a subtle  difference ’ 
but  the  Commission  will  doubtless  appreciate  that  a 
man  who  has  this  deduction  from  his  income  is  better 
off,  supposing  for  example  he  is  on  the  edge  of  a new 
scale,  and  it  seems  well  that  the  situation  should  be 
regularized. 

4506.  What  are  the  particular  points  in  the 
scheme  in  paragraph  26  to  which  you  take  exception? 
—Only  such  points  as  arise  out  of  our  claim  for  relief 
in  respect  of  taxed  income.  I think  we  should  not 
have  any  difficulty  in  arriving  at  an  agreement  with 
the  Board  of  Inland  Revenue.  I do  not  know  that 
we  take  exception  to  this  form  under  present  con- 
ditions. As  we  understand  the  present  position  l 
think  the  form  is  as  good  as  we  can  get.  Is  that  your 
point  ? 

4507.  Yes.  It  seemed  to  me  quite  a good  and  fair 

arrangement  so  far  as  I am  capable  of  judging? It 

is  an  arrangement  we  have  recently  discussed,  because 
we  find  that  hardly  two  of  the  agreements  of  the 
several  funds  correspond.  Even  if  they  meant  the 
same  thing  they  were  in  such  different  verbiage  that 
it  required  close  study  to  understand  that  they  meant 
the  same  thing. 

4508.  It  appears  that  probably  by  arrangement 
with  the  Inland  Revenue,  and  some  re-modelling  and 
re-constitution  of  your  various  funds  you  could  got 
most  at  any  rate  of  the  advantages  you  ask  for? — 
No,  I do  not  agree  at  all. 

4509.  The  only  thing  you  could  not  get  perhaps 
is  the  interest?- -Yes,  and  that  is  the  thing. 

4510.  That  is  the  major  thing,  of  course? There 

is  the  further  point  that  in  some  respects  at  any  rate 
some  of  the  other  matters  are  matters  as  we  under- 
stand of  concession  by  the  Board  of  Inland  Revenue 
whereas  we  would  like  to  feel  that  we  were  on  sub- 
stantial legislative  ground  with  regard  to  them ; there 
is  that  about  it. 

4511.  Mr.  McLintock:  In  paragraph  7 you  state 
it  is  claimed  that  it  should  be  admitted  in  all  cases 
under  proper  regulation,  that  is  the  deduction  from 
the  assessment.  The  allowance  to  employers  and  em- 
ployees in  respect  of  these  contributions  can  always 
be  obtained  at  present  provided  the  proper  safe- 
guards are  taken? — That  is  so,  but  we  have  put  that 
in  because  as  I have  already  explained  some  of  our 
friends  do  not  obtain  it,  and  owing  to  the  shortness  of 
time  we  have  not  been  able  to  investigate,  and  to  eUs- 
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cover  why.  We  agree  that  they  should  not  be  able 
to  obtain  it  automatically,  hut  that  it  should  be 
under  proper  regulation. 

4512.  And  where  these  regulations  are  made,  do 
you  obtain  all  you  are  asking  for  here? — Yes,  I think 
we  do.  In  the  proposed  agreement,  so  far  as  both 
the  employer  and  employee  are  concerned,  I think  we 
obtain  all  that  we  can  properly  ask. 

4513.  What  do  the  Revenue  insist  on.  Is  one  of 
the  main  points  that  you  must  have  trustees? — No. 

I think  all  the  Revenue  wants  is  stated  in  paragraphs 
25  and  26.  Among  the  points  set  out  in  those  para- 
graphs there  is  no  question  of  trustees.  It  is  merely 
that  we  shall  undertake  to  deal  with  the  pensions  in 
the  manner  in  which  they  suggest,  and  account  to 
them  for  the  tax.  I do  not  think  there  is  any  diffi- 
culty about  that  point  at  all. 

4514.  You  suggest  that  the  fund  be  set  aside  and 
earmarked? — I think  that  would  be  essential.  I 
quite  appreciate  that  the  Board  of  Inland  Revenue 
might  take  exception  to  the  employer  seeking  this 
privilege  if  he  did  not  place  the  moneys  entirely 
beyond  his  own  control. 

4515.  Is  not  that  the  real  point  that  they  insist 

on? Yes,  I think  that  may  be  so,  not  that  it  is  in 

the  proposed  agreement,  but  they  would  probably 
satisfy  themselves  on  that  point.  At  any  rate  I 
should  personally  agree  with  them  that  that  was  a 
reasonable  position. 

4516.  Do  you  not  think  that  that  is  a safeguard 
very  much  in  the  interests  of  those  who  are  to  receive 
the  pensions  ultimately  ?— That  the  money  should  be 
earmarked  ? 

4517.  Yes.  For  example,  it  prevents  creditors  at- 
taching it? — I quite  agree. 

4518.  If  you  carry  out  that  safeguard  the  Revenue 
practically  give  the  concession  which  you  ask  for  here  ? 
— Yes,  so  far  as  contributions  are  concerned. 

4519.  On  the  question  of  the  solvency  of  the  fund, 
it  is  not  quite  clear  from  your  paragraph  No.  11  as  to 
what  you  mean  by  the  solvency  of  the  fund  being  in 
danger?— I think  I cp-n  quite  simply  explain  to  you 
that  point.  It  was  the  point  which  first  brought  home 
to  myself  the  urgency  of  this  present  situation.  The 
funds,  of  course,  I suppose  without  exception,  or  prac- 
tically without  exception,  are  based  upon  actuarial 
advice,  and  the  actuary  has  taken  in  most  cases  a basis 
of  3£  per  cent,  net  interest  on  the  investment  which 
the  fund  may  make.  With  the  present  incidence  of 
tax  at  the  full  unearned  rate,  even  where  a fund  is 
newly  established,  and  can  employ  entirely  new  money, 
it  is  very  difficult;  where  the  fund  has  been  estab- 
lished some  time,  and  there  is  a lot  of  old  money  in  it, 
it  is  quite  impossible.  I have  three  instances  which  we 
took  out  yesterday  anticipating  that  we  might  have  to 
explain  this  situation.  The  fund  of  the  Metropolitan 
Water  Board  in  the  year  ended  March,  1914,  was  earn- 
ing a gross  interest  of  3-85  per  cent.,  and  a net  in- 
terest of  3-62  per  cent.  In  the  year  ended  March, 
1919,  the  gross  interest  had  increased  to  4-56  per  cent., 
and  the  net  interest  had  decreased  to  3-21  per  cent. 
Another  representative  fund,  taking  one  this  time 
from  commerce,  is  the  Bournville  Works.  In  the  year 
ended  December,  1913,  they  were  earning  a gross  in- 
terest of  3-55  per  cent.,  and  a net  interest  of  3-35  per 
cent.  In  December,  1917,  which  was  the  latest  in- 
formation we  had — their  last  account  was  not  com- 
pleted— their  gross  interest  was  4- 55  per  cent.,  and 
their  net  interest  3-12  per  cent.  Before  I give  you 
the  figure  of  our  own  fund  I want  to  impress  the  Com- 
mission with  an  important  fact,  that  we  have  prac- 
tically doubled  our  membership  during  the  war — since 
the  time  that  money  has  changed  its  value  we  have 
practically  doubled  our  membership,  and  we  have 
brought  in  from  the  companies  a large  increase  of 
funds  for  investment  in  respect  of  a lot  of  back  ser- 
vice of  new  men  who  have  been  added  to  the  fund ; 
consequently,  there  is  a much  greater  portion  of  our 
moneys  in  securities  of  the  new  value,  added  to  which 
our  fund  was  only  founded  in  the  year  1912.  In  our 
year  ended  July,  1914,  which  was  our  normal  year, 


we  earned  a gross  interest  of  3’95  per  cent.,  and  a net 
interest  of  3-72  per  cent.,  and  to  December,  1918,  the 
financial  period  covering  17  months,  we  earned  a gross 
interest  of  4-95  per  cent.  You  will  see  at  once  how 
much  of  the  new  moneys  we  have  when  I tell  you  the 
gioss  interest  was  4-95  per  cent.,  and  our  net  interest 
was  3-46  per  cent.  In  our  case  it  is  just  under  the 
point  at  which  the  actuary  based  his  figure  of  3£  per 
cent. 

4520.  With  regard  to  the  future  net  earnings,  can 
you  not  assume  that  the  increased  rate  of  the  gross 
earnings  on  investments  is  likely  to  continue  with  the 
higher  rate  of  tax?  The  funds  you  invest  from  now 
on  are  clearly  invested  at  a higher  rate  of  interest 
than  your  earlier  funds  were? — So  long  as  money 
maintains  its  present  value  doubtless  the  new  money 
will  influence  the  net  revenue  in  an  improving  ratio, 
but  that  will  not  remove  the  inequity  of  the  incidence 
of  the  tax. 

4521.  Mr.  Marks : I think  perhaps  I can  make  this 
point  a little  clearer  when  I say  no  doubt  Mr.  Mitchell 
is  referring  to  the  actuarial  solvency  or  otherwise  of 
these  funds,  and  that  depends  on  the  rate  of  interest 
which  is  assumed  at  their  inception  or  at  their 
periodical  valuations.  If  that  rate  of  interest  owing 
to  the  operation  of  Income  Tax  is  reduced  below  the 
amount  assumed  in  the  valuation  the  fund  is 
actuarially  insolvent,  and  although  it  may  be  able 
to  recover  it  is  very  unlikely,  particularly  in  the  case 
of  an  old  fund,  that  it  would  be  able  to  do  so, 
partly  on  account  of  the  action  of  the  Income  Tax, 
and  partly  on  account  of  the  depreciation  in  their 
investments  already  made.  In  a new  fund  the  posi- 
tion is  rather  different,  because  although  a somewhat 
higher  gross  rate  of  interest  may  be  anticipated  the 
net  rate  is  still  going  to  be  a very  low  one,  and 
when  you  have  got  to  take  into  account  the  duration 
of  these  funds,  and  the  contracts  which  are  guaran- 
teed by  them,  there  is  a distinct  danger  that  the 
imposition  of  the  tax,  or  the  maintenance  of  a large 
tax  for  any  long  period  would  push  them  over  the 
line. — It  not  only  disturbs  the  immediate  revenue,  but 
the  consequential  revenue  from  compound  interest. 

4522.  Mr.  McLintock:  I was  going  to  ask  if  you 
could  tell  us  what  the  assumed  net  rate  was  when  the 
original  actuarial  calculations  were  made  in  respect 
of  your  own  fund? — 3J,  which  we  have  just  now  got 
below,  although  as  I say  in  a very  large  measure  the 
moneys  have  been  put  into  new  funds. 

4523.  What  is  5 per  cent,  less  6s.  in  the  £ to-day? 
Is  it  not  3J? — It  is  3J,  yes. 

4524.  So  far  as  any  present  investments  at  the 
higher  rate  are  concerned  you  are  not  affected  pre- 
judicially?— That  is  so;  we  quite  appreciate  that. 

4525.  I take  it  that  there  are  certain  pensions  at  the 
moment,  from  which  you  are  deducting  6s.  in  the  £, 
which  are  paid  out  of  interest  which  originally  only 
bore  tax  at  Is.  ? — In  a sense  this  is  so,  but  it  should 
be  borne  in  mind  that  the  tax  reclaimable  by  a fund 
in  any  one  year  can  never  exceed  the  tax  borne  on 
income  from  investments  in  that  year. 

4526.  But  do  you  not  get  the  full  rate  now  allowed 
to  you  by  the  Inland  Revenue — the  full  6s.? — From 
the  pensioner? 

4527.  Either  from  the  pensioner,  or  from  the  Inland 
Revenue? — Technically  from  the  pensioner,  but  as  a 
matter  of  convenience  actually  from  the  Inland 
Revenue.  At  the  same  time  we  have  paid  that  6s. 
on  a far  greater  amount  in  the  year  than  we  are 
paying  out  in  pensions,  on  which  we  get  the  refund. 
If,  however,  the  pensions  exceed  the  income  from  in- 
vestment, it  would  appear  to  follow  that  tax  should  be 
reclaimable  on  the  greater  amount,  but  the  Inland 
Revenue  step  in  and  say:  “ No,  you  must  not  take 
any  more  than  you  have  actually  lost  in  the  year.” 

4528.  But  ultimately  all  the  interest  less  expenses 
is  paid  out  in  pensions,  is  not  that  so? — That  is  so, 
yes. 

4529.  And  your  fund  will  recover  tax  either  from 
the  recipient  of  the  pension,  or  from  the  Inland 
Revenue? — No.  T have  already  explained  to  you  that 

P 2 


27880 


226 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


18  June , 1919.] 


Mr.  J.  C.  Mitchell. 


[ Continued . 


when  we  come  to  the  point  at  which  the  amount  of 
pension  exceeds  the  amount  of  interest  of  the  yeaT  we 
are  then  precluded  from  retaining  that  money  from 
the  excess  amount  of  pensions.  If  I remember  rightly 
it  is  a principle  which  is  following  something  laid  down 
in  the  general  Schedule  of  the  Income  Tax  Act  of 
1918.  I should  not  inflict  this  upon  you,  because  I am 
not  a lawyer,  but  I happened  to  notice  it  the  other 
day.  It  is  the  General  Rules  applicable  to  Schedules 
A,  B,  C,  D,  and  E,  and  is  No.  21  (3)  of  those  Rules: 

“ The  amount  of  annuities  which  an  assurance  com- 
pany carrying  on  the  business  of  granting  annuities  is 
entitled,  for  the  purposes  of  this  rule,  to  treat  as  hav- 
ing been  paid  out  of  profits  or  gains  brought  into 
charge  to  tax,  shall  not  exceed  the  amount  of  the 
taxed  income  of  its  annuity  fund.”  I think  pro- 
bably our  situation  follows  that,  and  it  will  be  found 
laid  down,  in  paragraph  26,  clause  5,  in  the  proposed 
agreement  with  the  Board  of  Inland  Revenue:  “ If 
the  aggregate  amount  of  the  tax  certified  by  the 
Surveyor  as  deductible  from  the  pensions  exceeds  the 
total  tax  paid  by  the  fund  the  fund  will  pay  over 
the  difference  to  the  revenue.” 

4530.  The  net  effect  is  that  you  suffer  tax,  if  at  all, 
only  on  your  undistributed  income? — On  our  undis- 
tributed income  of  the  year,  that  is  so. 

4531.  And  originally,  of  course,  full  deductions  have 
been  given  both  to  the  employer  and  to  the  employee 
from  the  original  contributions? — That  ds  so. 

4532.  Have  you  considered  an  individual  case  taken 
through  the  whole  course  of  its  existence,  and  that  the 
whole  of  the  tax  paid  on  the  interest  earned  by  the 
invested  contributions  both  of  employers  and  of  em- 
ployees is  ultimately  borne  by  the  pensioner,  or  repaid 
to  the  fund?— I am  sorry  I have  not  followed  your 
point. 

4533.  Take  an  individual  case,  and  carry  it  through 
the  whole  course  of  its  existence? — The  case  of  an 
individual  fund? 

453f4.  Yes.  The  whole  of  the  tax  paid  on  the 
interest  earned  by  the  invested  contributions  of  both 
the  employers  and  the  employees  is  ultimately  borne 
by  the  pensioner,  or  repaid  under  the  arrangements 


with  the  Board  of  Inland  Revenue  to  the  fund? — 
I submit  that  cannot  be — in  view  of  the  point  which 
I made  last  that  some  of  it  has  got  to  go  back  to  the 
Revenue  in  certain  cases.  When  you  are  getting  to 
the  end  of  the  fund — suppose  after  a certain  number 
of  years  of  existence  you  suspended  operations  except 
for  the  paying  out  of  pensions  (to  put  the  argument 
as  a reductio  ad  absurdum),  in  those  circumstances 
anything  you  get  out  of  the  pensioner  goes  auto- 
matically to  the  Inland  Revenue,  and  the  fund  is 
entirely  deprived  of  the  advantage  suggested. 

4535.  Mr.  Walker  Clark : Is  it  not  a fact  that  many 
of  these  funds  are  actuarily  insolvent,  and  are  you 
not  asking  the  State  to  contribute  towards  the  sol- 
vency of  funds  which  are  now  insolvent,  by  the  relief 
you  are  asking  for? — No,  I would  not  admit  that  for 
a moment.  I would  not  like  to  say  that  they  are  all 
solvent,  but  I might  say  to  the  Commission  that  funds 
that  were  established  long  ago  in  the  middle  years 
of  last  century  were  established  enthusiastically  on  a 
contribution  of  2£  per  cent,  each  way  whatever  the 
man’s  age  was,  and  those  funds  were  found  after  a 
number  of  years  to  be  insolvent;  but  I would  say  to 
the  Commission  that  that  state  of  things  is  not 
existing  to-day  in  the  newer  funds.  Our  own  fund 
commences  with  a contribution  of  3£  per  cent,  each 
way  for  the  youngest  individual,  and  as  a man  in- 
creases in  age  the  contribution  increases,  so  that  if 
he  joins  the  fund  at  (say)  age  40,  he  has  to  pay  six 
per  cent.,  and  the  company  the  like  for  him — 12  per 
cent,  in  all  as  against  the  original  five  per  cent,  of 
years  ago. 

4536.  Therefore,  the  newer  funds  are  solvent,  and 
the  old  ones  are  insolvent? — No,  I would  not  put  it 
in  that  way.  Really  I do  not  appreciate  what  bearing 
it  has  upon  it.  Whatever  the  situation  of  the  fund 
I am  asking  for  something  which  I submit  to  the 
Commission  is  an  equitable  request.  If  a fund  is 
insolvent  it  might  help  it  to  recover  itself ; if  it  is 
solvent  it  will  tend  to  keep  it  so  in  the  future. 

4537.  Chairman:  That  is  your  answer? — I think  so. 

4538.  We  are  very  much  obliged  to  you  for  your 
evidence. 


Mr.  Fred  Hughes,  Assistant  General  Secretary  of 

The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

4539.  (1)  The  points  on  which  I desire  to  give 
evidence  on  behalf  of  the  National  Union  of  Clerks 
are : — 

(a)  The  exemption  limit. 

(b)  Assessment  of  families. 

(c)  Assessment  on  the  average  income  of  three 

years. 

(d)  Assessment  of  soldiers,  sailors,  and  airmen. 

The  limit  of  exemption. 

4540.  (2)  Generally,  the  view  of  the  National  Union 
of  Clerks  is  that  the  Income  Tax  is  the  one  tax 
entirely  unexceptionable  in  principle,  but  that  it 
should  be  levied  with  due  regard  to  the  maintenance 
of  a reasonable  minimum  standard  of  comfort.  This, 
of  course,  involves  graduation,  and  in  the  absence  of 
an  adequate  legal  national  minimum  wage,  the  exemp- 
tion of  incomes  below  a prescribed  limit.  In  deter- 
mining this  limit,  as  in  determining  the  amount  of 
the  tax,  the  current  value  of  money  and  the  incidence 
of  indirect  taxes  have  to  be  taken  into  account. 

4541.  (3)  Prior  to  the  war  the  Union  held  the  view 
that  (at  least  in  the  case  of  married  men)  incomes 
of  less  than  £200  per  annum  ought  to  be  exempt. 
Our  experience  and  investigations  among  clerks  led 
us  to  the  conclusion  that  £90  in  the  chief  industrial 
centres  and  £80  in  country  towns  was  the  lowest 
income  on  which  a single  man  or  woman,  without 
dependents,  could  maintain  a barely  respectable  exist- 
ence, and  it  followed  that  the  limit  of  £160  then 
recognised  was  considered  too  low,  applying,  as  it  did, 
to  married  and  single  alike.  The  reduction  of  the 
limit  to  £120,  concurrently  with  a decline  in  the  pur- 
chasing power  of  money,  has  been  quite  inadequately 
compensated  by  the  increased  family  allowances,  and 
I submit  that  the  limit  now  ought  to  be  not  less  than 
£300  in  the  case  of  a married  man.  A lower  figure 
(say  £200)  might  be  justified  for  single  persons,  but 


the  National  Union  of  Clerks,  called  and  examined. 
I find  as  a matter  of  fact,  very  few  Income  Tax 
payers  among  clerks  without  dependants  of  some  kind. 

4542.  (4)  The  agenda  for  the  Annual  Conference  of 
the  National  Union  of  Clerks,  Whitsuntide,  1919, 
contains  proposals  from  branches  of  the  Union:  — 

(a)  That  no  incomes  under  £200  should  be  taxed. 

(b)  That  no  incomes  under  £300  should  be  taxed. 

(c)  That  all  indirect  taxation  upon  the  necessities 

of  life  should  be  remitted,  and  that,  in 
substitution  therefor,  a steeply  graduated 
Income  Tax  Bhould  be  imposed  upon  all 
incomes  exceeding  a statutory  minimum 
living  wage  up  to  £5,000  per  annum,  and 
a tax  of  20s.  in  the  £ upon  income  in  excess 
of  the  latter  amount. 

(d)  A similar  proposal,  suggesting  £7,500  instead 

of  £5,000. 

4543.  (5)  I invite  the  attention  of  the  Commission 
to  the  actual  budget  of  a clerk  earning  £300  per 
annum  in  London,  married,  and  with  one  child  nine 
years  of  age,  as  follows : 


Rent  

£ 

32 

s. 

0 

d. 

0 

Local  rates  (including  water)... 

12 

0 

0 

Coal  

6 

0 

0 

Gas 

8 

0 

0 

Season  tickets  (2nd  class  and  tube)  ... 

12 

0 

0 

Food  and  general  household  expenses 

100 

0 

0 

Clothing 

40 

0 

0 

Education 

4 

0 

0 

Recreation  (including  holidays) 

20 

0 

0 

Meals  in  town  ... 

20 

0 

0 

Insurance:  Life  £2,  fire,  etc.,  7s.  6d. 

2 

7 

6 

Savings  (covering  medical  attendance, 
replacement  of  furniture,  etc.)  ... 
Income  Tax  

28 

17 

6 

14 

15 

0 

Total  ...  £300  0 0 
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I suggest  that  it  would  be  difficult  (consistently 
with  a reasonable  standard  of  living)  to  cut  down  any 
of  these  items.  It  will  be  seen  that  nothing  is  allowed 
for  charity,  for  associations  religious,  political  or 
social,  or  for  books  and  papers,  all  of  which  have  to 
be  met  out  of  the  amounts  provided  for  housekeeping 
or  for  recreation.  The  meagre  item  of  £4  for  educa- 
tion is  made  possible,  of  course,  by  the  provision  of 
free  elementary  education,  but  as  the  child  grows 
older  this  item  must  increase  in  amount  unless  the 
future  citizen  is  to  be  sacrificed  to  the  demands  of 
the  present. 

The  assessment  of  families. 

4544.  (6)  It  will  be  observed  that  the  distinction 
between  assessing  a single  taxpayer  and  assessing  a 
family  is  much  in  my  mind.  At  the  present  time  the 
only  relief  given  to  a family  is  the  allowance  of  £25 
in  respect  of  each  dependant.  One  anomaly  of  the 
present  rule  is  that  while  the  incomes  of  two  adults 
living  together  but  not  being  man  and  wife  are 
separately  assessed,  with  the  consequent  advantage 
of  the  usual  abatements  in  each  case,  the  income  of 
man  and  wife  are  treated  as  one,  with  the  result 
that  if  both  are  wage-earners  they  lose  some  of  this 
advantage,  having  in  compensation  only  the  £25 
allowance.  The  difficulty  cannot  be  met  by  the 
simple  expedient  of  separate  assessment,  and  the 
whole  basis  of  estimating  family  incomes  is  in  need 
of  revision. 

4545.  (7)  I submit  for  comparison  the  budgets  of 
clerks  on  incomes  ranging  from  £160  to  £300  per 
annum. 


Man  aiid  wife  without 

children  in  London. 

(A)  on 

(B)  on 

(C)  on 

£280. 

£273. 

£244. 

Rent  and  rates 

£45  . 

...  £45  .. 

. £53  17 

Coal  

4 , 

,..  7 .. 

6 0 

Gas  or  electricity  

Rail  and  'bus  fares  

4 . 

5 .. 

. 5 4 

5 . 

8 .. 

5 0 

Food  and  housekeeping  ex- 

...  95  .. 

...  30  .. 

. 110  0 
. 27  0 

penses 

Clothing 

110  . 
30  , 

Education  

5 . 

,..  5 .. 

Holidays  and  recreation 

15  . 

...  25  .. 

15  0 

Meals  away  from  home 

20 

...  15  .. 

10  0 

14 

...  10  .. 

11 

Income  Tax 

Savings  (covering  medical  at- 

14 

...  13  .. 

,.  11  0 

tendance,  removal  or  replace- 

...  10  .. 

ment  of  furniture,  etc.)  ... 

11 

— 

Margin  for  charity  and  social 

calls 

3 

...  5 .. 

' 

£249  14 

•Less  draft  on  savings 

■ — 

...  — . 

5 14 

£280 

£273 

£244  0 

* C.  had  a spell  of  illness  during  the  year. 


Rent  

Coal  ...  

Gas  or  electricity 
Fares  (workman’s) 

Food  and  housekeeping 

expenses  

Clothing  

Holidays  and  recreation 
Meals  away  from  home... 

Insurance  

Income  Tax 


Less  draft  on  savings  ... 


Income  £169  in  London. 

(B)  Man,  wife, 
(A)  Man,  wife,  child  4 years, 
child  2 years.  child  2 years. 
£ s.  £ s. 

19  10  ...  23  8 

6 5 ...  3 10 

4 0 ...  4 0 

6 10  ...  8 0 

130  10  ...  109  0 

15  0 ...  5 10 

50  ...  

5 4 ...  13  0 

2 18  ...  2 12 

3 14  ... 

198  11  ...  169  0 

29  11  ... 

£169  0 ...  £169  0 


It  will  be  seen  that  there  is  in  both  these  cases,  not 
only  no  margin,  but  a failure  to  make  ends  meet.  A. 
has  to  draw  upon  his  savings,  and  B.,  having  no 
savings,  states  that  he  cannot  pay  his  Income  Tax, 
and  has  had  to  cut  down  coal  and  light  below  what 
is  necessary  in  order  to  keep  up  his  insurance. 


Man  with  wife  and 

one  child,  11  years, 

on  £221  10s.  in 

Gainsborough, 

Lincolnshire. 

£ s.  d. 

*Rent  ...  •••  •••  ••• 

...  14  10  4 

•Rates  (including  water) 

4 12  0 

Coal 

...  11  5 4 

Gas  or  electricity  

3 18  0 

*Fares  (nil)  

Food  and  housekeeping  expenses 

...  145  12  0 

•Clothing 

14  15  0 

Education  

6 10  0 

Holidays  and  recreation 

9 0 0 

*Meals  away  from  home  (nil)  ... 

Life  insurance  

3 3 0 

Savings  (covering  medical  attendance, 

replacement  of  furniture,  etc.) 

2 2 0 

Income  Tax 

...  4 4 0 

Margin  for  charity  and  social 

activities  

1 18  4 

£221  10  0 

I would  draw  attention  to  the  lower  cost  of  the 
“starred”  items  in  this  budget  than  in  those  of 
clerks  working  in  London.  The  items  of  higher 
expenditure  are  coal,  food  and  housekeeping  ex- 
penses, but  the  fact  of  all  meals  being  taken  at 
home  must  not  be  forgotten  in  this  connection. 


Rent  and  rates 

Coal  and  gas  

Fares  

Food  and  housekeeping 

Clothing 

Education 

Holidays  and  recreation 
Meals  away  from  home 
Income  Tax  


Man,  wife  and 
three  children, 
six,  ten  and 
twelve  years  re- 
spectively, on 
£320  per  annum 
in  London. 

£ s.  d. 
35  0 0 

. 22  0 0 

. 15  10  0 

. 130  0 0 
40  0 0 

. 20  0 0 

. 30  0 0 

. 20  0 0 

. 11  6 0 


Draft  on  savings 


323  15  0 
3 15  0 


£320  0 0 


It  will  be  seen  that  here  there  is  no  provision  for 
insurance.  This  is  a vegetarian  family.  I do  not 
know  how  far  that  fact  affects  the  food  budget. 

4546.  (8)  From  the  budgets  I have  collected  it  is 
evident  that,  while  the  present  system  of  assessment 
does  handicap  marriage,  it  will  not  be  satisfactory 
merely  to  draw  a line  between  the  married  and  tHe 
unmarried.  To  operate  justly  taxation  should  not 

(a)  place  people  with  dependants  in  a worse  posi- 

tion than  those  with  the  same  income  who 
have  no  dependants ; 

(b)  place  the  woman  housekeeper  (whether  wife, 

mother,  or  sister)  at  a disadvantage  com- 
pared with  the  wage-earning  woman,  or 

(c)  assume  that  the  person  who  has  her  services 

enjoys  them  without  cost. 


4547.  (9)  Neglect  of  these  considerations  has  been 
he  cause  of  hardship  in  the  past ; in  the  future,  with 
he  increasing  industrial  and  commercial  employment 
,f  women  and  the  greater  approximation  of  their 
+.W+.  of  men.  accompanied'  by  the  progressive 


P 3 


27880 


22S 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


18  June , 1919.] 


Mr.  Fred  Hughes. 


[Continued. 


raising  of  the  school  age  and  decrease  in  the  wage- 
earning  activities  of  young  people,  such  neglect  will 
create  a grave  social  problem.  A considerable  propor- 
tion of  the  wage-earning  women  are  clerks,  and  the 
National  Union  of  Clerks  has  always  endeavoured1  to 
promote  the  principle  of  equal  pay,  irrespective  of 
sex,  for  similar  duties,  as  a measure  of  industrial 
justice  and  necessity.  There  is  a rapidly  growing 
tendency  to  adopt  this  principle,  which  is  now  ac- 
cepted by  other  organised  bodies  of  workers,  and 
especially  among  the  professional  classes.  I am  myself 
an  active  advocate  of  the  policy,  which  I am  con- 
vinced is  generally  applicable  and  likely  to  be  widely 
applied  in  the  near  future,  but  I think  its  natural 
corollary  is  a recognition  of  the  social  value  of  unpaid 
domestic  service.  This  recognition  can  be  effectively 
shown  with  the  minimum  disturbance  of  our  social 
customs  and  moral  relations  by  an  adjustment  of  the 
methods  of  taxation. 

4548.  (10)  As  far  as  the  trading,  professional,  and 
wage-earning  classes  are  concerned,  the  present  in- 
cidence of  taxation  falls  most  heavily  upon  those 
who  carry  the  heaviest  responsibilities  and  perform 
the  most  essential  social  service.  The  indirect  taxes, 
being  taxes  upon  expenditure  and  to  a great  extent 
(excepting  the  duties  on  tobacco  and  spirits)  upon 
vitally  necessary  domestic  expenditure,  obviously 
derive  their  largest  yield  from  the  families  in  which 
the  largest  number  of  persons  are  maintained  by  the 
one  income,  it  is  an  inherent  vice  of  this  form  of 
taxation.  In  the  Income  Tax  it  is  not  inherent,  but 
arises  from  the  practice  of  treating  families  as  econo- 
mic units  comparable  with  single  individuals 

4549.  (11)  My  suggestions  are : — 

(a)  That  the  exemption  limit  might  be  arrived  at 
on  the  assumption  that  the  income  must 
maintain  a single  individual. 

(&)  That  the  total  income  should  then  be  divis- 
ible by  the  number  of  persons  between  the 
ages  of  ten  and  sixty  years  to  be  main- 
tained1 upon  it,  i.e.,  the  taxpayer  and  those 
dependants  who  may  be  presumed  either  to 
be  rendering  service  or  to  be  involving 
expense  as  a means  of  preparation  for  ser- 
vice. 

(c)  That  an  allowance  of  not  less  than  £30  should 

be  made  in  respect  of  each  dependant  under 
ten  or  over  sixty  years  of  age. 

( d ) That  any  loss  to  the  Exchequer  should  be 

made  good  by  steeper  graduation,  especially 
upon  incomes  in  excess  of  £5,000  per 
annum. 

4550.  (12)  These  suggestions  (I  think)  preclude  the 
separate  assessment  of  a wife’s  independent  income, 
which  I am  aware  is  a proposal  supported  on  some- 
what similar  grounds,  but  they  would  obviate  the 
injustice  to  married  people  which  the  joint  assessment 
now  involves,  while  they  would  avoid  the  equally 
serious  mistake  of  giving  the  wage-earning  and/or  the 
property-owning  wife  preferential  treatment  over  the 
dependent  wife.  They  would,  moreover,  “ fit  the 
burden  to  the  back  ” of  the  taxpayer  as  nearly  as  it 
can  be  estimated. 


The  three-years’  average. 

4551.  (13)  One  of  the  anomalies  of  Income  Tax 
administration  is  the  unequal  treatment  of  claims  for 
the  assessment  of  salary  on  a three  years’  average. 
The  general  practice  has  been  (as  far  as  clerks  are 
concerned)  to  allow  the  average  if  claimed  by  em- 
ployees of  a private  individual  or  a private  partner- 
ship, but  to  take  only  the  actual  salary  of  the  year 
of  assessment  in  the  case  of  employees  of  a public 
authority,  a corporate  body,  or  a limited  company. 
The  term  “ salary,”  of  course,  includes  in  this  con- 
nection all  money  payment  of  whatsoever  kind. 

4552.  (14)  I may  illustrate  the  effect  of  this  differ- 
entiation by  an  example.  A clerk  receives,  say,  in 
1914,  £130;  1915,  £150;  1916,  £170;  1917,  £200.  If 
allowed  to  average  he  will  be  assessed  in  1917  on  £150  • 
if  not,  on  £200.  Thus  A.,  employed  by  a private  firm’ 
pays  in  1917  on  £150,  less  £120  abatement  =£30  at 
2s.  3d. — a tax  of  £3  7s.  6d. ; whereas  B.,. earning  pre- 
cisely the  same  income  in  the  employ  of  a joint  stock 
company,  pays  on  £200,  less  £120  abatement=£80  at 
2s.  3d.,  a tax  of  £9.  The  injustice  is  manifest,  and 
during  the  last  three  years  it  has  affected  so  many 


clerks  that  1 was  bound  to  take  it  up  with  the -Inland 
Revenue  authorities. 

4553.  (15)  On  inquiry  at  Somerset  House  I learnt 
(what  many  Surveyors  were  themselves  unaware  of) 
that  the  Acts  permit  the  application  of  the  three 
years’ average  in  the  case  of  clerks  employed  in  a sub- 
ordinate capacity  by  limited  liability  companies,  pro- 
vided that  no  objection  is  raised  by  the  -Local  Com- 
missioners; and,  finally,  after  one  or  two  appeals  had 
been  heard,  the  concession  was  extended  to  the 
parallel  cases  of  clerks  temporarily  employed  in 
Government  industrial  establishments  on  war  work 
The  decisions  of  Commissioners  vary,  however,  from 
district  to  district,  and  the  result  is  one  of  uncer- 
tainty and  inequity. 

4554.  (16)  A short  way  out  would  be  the  entire 
abandonment  of  the  principle  of  the  average,  but  this 
would  in  some  respects  be  very  unsatisfactory,  and  I 
should  prefer  to  see  it  made  more  general  instead. 
There  should,  however,  be  a definite  rule  applying  u> 
all  taxpayers,  and  not  dependent  upon  the  whims  of 
Surveyors  or  Commissioners. 

Assessment  of  soldiers,  sailors  and  airmen. 

4555.  (17)  There  are  three  points  to  which  1 desire 
to  refer  under  this  head.  The  first  is  the  difference 
made  between  the  several  forces  in  respect  of  the 
assessment  of  rations  and  clothing.  In  the  Navy  and 
the  Air  Service  the  amount  of  these  items  is  calcu- 
lated in  money,  and  is  assessable  for  Income  Tax, 
although  the  men  seldom  handle  the  money  themselves. 
In  the  Arcny  it  is  not  so  calculated,  and  cannot  be 
assessed  for  purposes  of  taxation.  I am  unable  to 
discover  any  reason  for  the  difference. 

4556.  (18)  The  comparative  advantage  to  the 
soldier  of  escaping  assessment  on  his  rations  and 
clothing  is  more  than  lost,  however,  if  on  his  demo- 
bilisation he  becomes  an  Income  Tax  payer,  for  it 
strengthens  the  case  against  his  claim  to  average. 
Such  claims  have  been  met  by  not  only  tbe  technical 
objection  that  the  period  of  Army  service  constitutes 
a ‘ ‘ change  of  occupation  ’ ’ within  the  meaning  of  the 
Income  Tax  Acts,  but  the  practical  one  that  the 
soldier’s  income  cannot  be  accurately  assessed  because 
the  value  of  his  rations  and1  clothing  is  not  ascertain- 
able. 

4557.  (19)  In  normal  times  this  may  be  a negligible 
grievance,  but  when  so  large  a proportion  of  the  male 
population  has  been  diverted  from  its  normal  occupa- 
tion for  the  national  defence  as  during  the  past  four 
years,  it  becomes  quite  a substantial  one,  and  I 
suggest  that  in  the  case  of  men  who  joined  the  forces 
during  this  period,  the  time  of  service  should  be  re- 
garded as  non-existent  for  the  purposes  of  the  Income 
lax  Acts,  and1  they  should  be  allowed  the  average  of 
the  last  three  years  of  civilian  life  as  the  basis  of 
assessment.  The  case  is  a special  one,  in  which  anj 
departure  from  strict  equity  should  be  in  the  man’e 
favour,  and  not  to  his  disadvantage. 

4558.  (20)  The  last  point  is  conveyed  in  the  terms 
of  a resolution  carried  without  dissent  by  the  Annual 
Conference  of  the  National  Union  of  Clerks  at 
Whitsuntide,  1918,  viz. : 

That  pensions  paid  to  discharged1  sailors  and 
soldiers  shall  not  be  assessed)  for  or  subject 
to  payment  of  Income  Tax,  and  that  such 
pensions  shall  not  in  any  way  be  taken  into 
account  in  determining  the  wages  of  such 
men. 

The  view  taken  is  that  pensions  are  in  the  nature 
of  deferred  pay,  and  should  be  regarded  as  part  of 
the  income  in  respect  of  the  period  of  actual  service— 
not  as  income  for  the  subsequent  period  of  civil  life  in 
which  they  are,  in  fact,  drawn. 

[This  concludes  the  evidence-in-chief .] 

4559.  Chairman : We  have  got  your  statement. 
Would  you  like  to  go  over  the  main  points  in  your 
statement ; afterwards  the  Commissioners  will  examine 
you  upon  them?— Yes.  I take  it  it  will  not  be  neces- 
sary to  go  through  what  I have  already  put  in? 

4560.  No,  but  you  may  take  that  as  a basis  and  give 
the  main  points  to  us— just  those  that  you  think  neces- 
sary to  emphasize  your  case.— To  take  the  first  point 
the  limit  of  exemption,  you  will  see  that  in  the  first 
paragraph  of  my  statement  I refer  to  the  view  that  we 
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held  prior  to  the  war,  that  in  the  case  of  married 
men,  at  all  events,  incomes  of  less  than  £200  per 
annum  ought  to  be  exempt.  I point  out  that  we  had 
some  years  ago  gathered  together  a number  of  budgets 
with  a view  to  finding  out  what  was  the  lowest  figure 
on  which  a clerk  could  maintain  a decent  existence. 
The  change  since  then  has  led  us  this  year  to  revise 
our  figures,  and  we  decided  at  our  annual  conference 
last  week,  after  considerable  discussion,  and  consider- 
ing a number  of  proposals,  that  the  figure  of  £90  a 
year  which  is  mentioned  in  this  proof  as  being  the  sum 
which  in  the  large  industrial  centres  was  the  lowest 
income  on  which  a single  man  or  woman  could  main- 
tain a barely  respectable  existence  should  now  stand  at 
£180;  that  is  to  say,  practically  we  hold  that  it 
requires  double  the  income  to-day  that  it  did.  I am 
not  taking  1914;  this  is  an  earlier  figure  than  1914; 
1909  was  the  year  in  which  that  figure  of  £90  was 
arrived  at.  We  suggest  that  the  figure  for  exemption 
ought  to  be  revised  in  that  sense.  If  I may  mention 
the  question  of  abatement,  it  is  not  clear  to  us  why 
one  figure  should  be  given  for  exemption,  and  when 
you  come  to  the  first  abatement  you  take  a different 
figure.  Whatever  the  limit  of  exemption  should  be, 
we  suggest  that  the  same  figure  should  apply  in  the 
case  of  abatement.  I might  just  deal  very  briefly  with 
the  figure  we  have  suggested.  In  the  fourth  para- 
graph I mention  (this  having  been  drawn  up  before 
Whitsuntide)  that  at  our  conference  we  had  three  or 
four  proposals  before  us  with  regard  to  the  figure  for 
exemption.  I may  give  you  the  resolution  which 
finally  the  conference  adopted,  which  was  as  follows  : — 

“ This  conference  urges  upon  the  Government  the 
necessity  of  abolishing  all  methods  of  indirect  taxation 
upon  the  necessities  of  life,  and  that  in  substitution 
therefor  a steeply  graduated  Income  Tax  be  imposed 
upon  all  incomes  up  to  £5,000  per  annum,  excepting  a 
minimum  living  wage  hereafter  to  be  determined,  and 
that  a tax  of  20s.  in  the  £ be  imposed  on  incomes  in 
excess  of  £5,000.” 

4561.  I see  you  are  smiling  at  that? — I am  smiling 
at  the  20s.  in  the  £ over  £5,000.  What  we  have  done 
is,  we  have  avoided  fixing  £200  or  £300  or  any  definite 
figure  as  the  minimum  free  from  taxation.  Our  con- 
ference has  committed  itself  merely  to  the  principle 
that  you  should  take  a figure  which  does  not  bear 
Income  Tax,  or  rather  does  not  bear  taxation  at  all, 
and  should  tax  nobody  below  that  figure.  The  tenor 
of  the  discussion  showed  quite  clearly  that  between 
£200  and  £300  a year  was  about  the  idea,  although  we 
did  not  venture  to  commit  ourselves  there  to  a definite 
figure.  I have  a rather  interesting  document  which 
came  to  hand  as  an  instruction  to  one  of  the  delegates 
to  the  conference.  It  came  from  a group  of  our  mem- 
bers in  Birmingham,  two  or  three  foolscap  sheets  full 
of  signatures  to  a petition  asking  that  we  should 
adopt  the  same  kind  of  attitude  that  the  South  Wales 
miners  are  reported  to  be  adopting,  if  an  exemption 
limit  of  £250  were  not  agreed  to.  I mention  that  as 
quite  a unique  thing.  It  is  not  the  sort  of  thing  that 
is  likely  to  come  along,  I think,  from  our  people.  Of 
course,  we  do  take  the  view  that  we  object  very 
strongly  to  a great  deal  of  the  indirect  taxation.  We 
also  take  the  view  that  the  Income  Tax  is  in  principle 
the  most  equitable  and  reasonable  tax.  We  would 
rather  see  a very  great  deal  more  raised  by  Income 
Tax,  and  the  other  taxes  removed;  always  provided 
that  it  is  recognized  that  there  are  some  people  whose 
incomes  do  not  admit  of  any  taxation  at  all.  I have 
put  in  two  or  three  budgets  which  I got  from  clerks. 
In  most  cases  they  have,  I think,  followed  out  what  I 
asked  them  to  do,  when  I asked  for  those  budgets — 
that  is  to  say,  they  have  given,  not  estimates  of  the 
amount  of  their  expenditure  for  the  current  year,  but 
they  have  based  their  budget  on  the  actual  expendi- 
ture for  last  year. 

4562.  Did  you  take  those  as  a sample,  or  did  you 
pick  one  out  as  being  a particular  one  to  make  your 
point? — What  I did  in  fact  was,  I put  in  those  which 
had  come  to  hand  at  the  time  when  I was  making  this 
statement  up. 


4563.  You  did  not  pick  them  out  simply  to  make 
your  case? — No,  I have  not  done  that.  Those  that 
have  come  in  subsequently  do  not  vary  very  greatly; 
there  is  not  very  much  difference,  except  that  some 
I should  not  have  put  in  because  they  clearly  contain 
estimates  which  may  or  may  not  be  justified.  These 
are  in  the  main  actual  figures  of  expenditure.  I have 
gone  on  to  deal  with  the  suggestion  of  a different  basis 
for  the  assessment  of  families.  It  has  been  suggested 
to  me  that  the  case  might  be  met  in  family  cases  by 
giving  a double  abatement  in  the  case  of  the  married 
man  instead  of  the  small  allowance  which  is  given  now. 

I hesitate  to  say  that  that  would  meet  the(  case.  It 
would  certainly  be,  I think,  much  nearer  getting  jus- 
tice than  the  present  method. 

4564.  What  do  you  mean  by  a double  abatement? — 
Instead  of  allowing  £30  for  the  wife;  suppose  a single 
man  has  £120  abatement,  he  would  get  £240  abate- 
ment if  he  were  a married  man,  the  point  being,  of 
course,  that  there  are  two  people  to  be  kept  out  of 
the  one  income.  My  impression,  from  looking  through 
the  budgets  I have  received,  and  from  examining 
clerks  on  this  question,  has  been  that  it  really  does  not 
make  so  much  difference  whether  a man  is  married  or 
whether  he  is  not  married,  so  far  as  these  people  are 
concerned.  If  they  are  not  married  men  and  women, 
in  nearly  every  case,  I have  found,  they  have  somebody 
dependent  upon  them.  Among  all  those  I have  col- 
lected I have  found  so  far  only  one  person  who  has 
no  dependants  at  all.  Of  course,  as  luck  will  have  it, 
he  is  a clerk  in  a responsible  position  with  quite  a good 
income,  and  can  easily  afford  to  pay  double  the  In- 
come Tax  of  almost  any  of  the  other  people  who  have 
sent  in  their  budgets.  Amongst  the  women  as  well  as 
amongst  the  men  I find  that  practically  every  clerk 
who  is  paying  Income  Tax  at  all  is  in  the  position  of 
having  to  support  either  a parent  or  a brother  or 
sister  or  children — some  dependant — and  therefore  the 
question  of  marriage  is  merely  one  incident. 

4565.  You  are  suggesting  the  abatement  of  £240 
for  a married  man? — That  is  a suggestion  that  has 
been  made  to  me  in  connection  with  this  point.  I 
say  my  feeling  is  that  that  does  not  fully  meet  it. 
That  would  be  allowing  for  the  case  of  the  married 
man  and  his  wife,  but  it  would  not  be  allowing  for 
the  case  of  other  people  who  have  other  dependants. 

4566.  Would  there  be  many  clerks  left  to  pay  In- 
come Tax  if  the  abatement  were  fixed  at  that 
amount? — I should  think  it  would  practically  amount 
to  a £250  exemption ; it  would  in  effect  come  to  that, 
taking  the  abatement  at  £120.  Nobody  with  less 
than  £250  or  £300  a year  obviously,  if  married,  would 
have  to  pay  Income  Tax  then.  I do  seriously  submit 
that  on  these  figures  that  I have  put  in  it  seems  very 
evident  that  £250  is  about  the  limit.  Then  if  I may 
go  on  to  the  question  of  the  three  years’  average,  I 
would  like  to  make  one  point  with  regard  to  that.  In 
the  16th  paragraph  of  my  statement  I say  that  a 
short  way  out  would  be  the  entire  abandonment  of 
the  principle  of  the  average,  but  I do  not  think  that 
would  be  satisfactory,  and  I suggest  it  would  be 
better  to  make  the  average  general.  I have  gone 
rather  more  fully  into  that  point  during  the  last  few 
weeks,  and  unless  I am  very  much  mistaken  people 
who  have  to  administer  the  Income  Tax  would  prefer 
that  solution  to  the  abandonment  of  the  average.  The 
main  point  in  its  favour  seems  to  me  to  be  the  fact 
that  you  would  not  have  to  make  adjustments  in  the 
course  of  the  year  when  there  has  been  a change,  and 
some  new  source  of  income  comes.  There  must  be  an 
enormous  number  of  those  adjustments.  Within  my 
own  experience  I have  seen  quite  a number  of  cases, 
and  it  is  extremely  confusing  for  the  average  Income 
Tax  payer,  and  it  must  mean  additional  work  to 
Surveyors  and  others  that  could  very  well  be  saved, 
and  if  the  whole  of  the  Income  Tax  payers  paid  on 
the  three  years’  average  you  would  avoid  those  adjust- 
ments entirely.  With  regard  to  the  assessment  of 
soldiers',  sailors,  and  airmen,  what  I have  said  there 
is  to  some  extent'  out  of  date  already.  During  the 
last  two  or  three  months  there  has  been  a concession 
in  the  case  of  demobilized  and  discharged  soldiers  and 
sailors,  who  are  now  allowed,  at  all  events  by  Some 
Surveyors,  to  take  the  average  of  the  current  year 
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and  the  last  two  years : that  is  to  say  they  get  the 
current  year’s  income  and  two  years  of  service 
averaged,  and  it  does  meet  the  injustice  of  which  I 
am  complaining  in  this  statement.  I think  if  these 
three  points  could  be  met,  if  a reasonable  exemption 
limit  were  fixed,  and  if  an  equitable  adjustment  in 
the  case  of  the  family  incomes  were  arrived  at, 
and  the  three  years’  average  became  the  general  rule, 
and  some  simpler  method  could  be  devised  of  dealing 
with  repayments,  a great  deal  of  the  discontent 
which  is  occasioned  by  the  Income  Tax  would  be 
avoided.  I know  that  Income  Tax  is  unpopular,  and 
I do  not  think  it  ought  to  be  unpopular.  My  feeling 
is,  and  the  evidence  that  I have  got  is,  that  the 
unpopularity  of  the  tax  is  very  largely  due  to  the 
difficulty  which  the  average  working  class  taxpayers 
(which  includes  a very  large  number  of  clerks)  have  in 
knowing  what  they  are  paying  for,  why  they  are 
assessed,  and  what  their  rights  are  in  the  matter  cf 
repayment.  Very  few  people  know  on  what  grounds 
they  are  entitled  to  average,  and  very  few  people 
know  how  the  income  on  which  they  are  assessed  is 
arrived  at.  Clerks  who  have  to  deal  with  the  Income 
Tax  business  for  workpeople  employed  by  their  firms 
tell  me  that  in  the  case  of  the  quarterly  assessments, 
for  instance,  there  is  an  enormous  amount  of  discon- 
tent occasioned  by  the  fact  of  the  workman  having 
made  a claim  for  a refund  to  which  he  appears  clearly 
to  be  entitled  being  called  upon  to  pay  another  quar- 
ter’s Income  Tax  before  he  knows  what  is  happening 
to  his  claim  for  a refund.  He  frequently  has  to  pay 
one  or  two  further  quarters,  when  there  is  actually 
money  owing  to  him  in  the  way  of  a refund. 

4567.  Would  it  make  any  trouble  if  the  Income  Tax 
were  to  be  deducted  from  the  wages  ? — Well,  it  would 
in  some  cases. 

4568.  But  would  they  feel  the  same  annoyance  sup- 
posing there  was  taken  off  weekly  from  their  wages  the 
amount  which  is  due  from  them  for  Income  Tax? — 
That  I do  not  know,  because  presumably  they  would 
not  be  bothered  then  with  the  refunds.  I am  not 
quite  sure  that  they  would  be  satisfied  that  their  em- 
ployers were  looking  after  that  point  for  them.  There 
is  undoubtedly  an  objection  on  the  part  of  a large  body 
of  workpeople  to  anything  being  deducted  from  the 
wages.  They  do  not  like  it  at  all.  They  feel  that 
they  are  not  being  treated  as  individuals.  They  are 
rather  ciphers  in  the  whole  business,  and  in  somebodv 
else’s  hands. 

4569.  Have  you  any  suggestion  as  to  what  would  be 
the  best  method  to  make  it  popular? — I wish  I could 
make  a suggestion.  If  the  Income  Tax  could  be  made 
popular  it  would  replace  a good  many  of  the  other 
taxes  which  people  do  not  see,  but  which  they  never- 
theless have  to  pay,  and  in  most  cases  they  have  to  pay 
a great  deal  more  than  the  Exchequer  really  gets  from 
them  in  the  finish.  It  would  be  better  for  the 
Treasury  and  for  the  taxpayer. 

4570.  Your  point  is,  you  object  to  indirect  taxation 
and  you  want  a limit  of  £300  for  the  exemption? — I 
am  not  sticking  to  the  £300 ; I am  thinking  of  a limit 
of  approximately  (say)  £250,  unless  you  are  definitely 
going  to  recognize  that  where  there  is  a family  it 
ought  not  to  be  assessed  as  one  income  in  precisely  the 
same  way  as  though  you  were  dealing  with  a single 
person.  The  allowances  at  present  given  are  a relief, 
but  they  do  not  effect  justice  as  between  the  family 
and  the  single  individual. 

4571.  Mr.  Mackinder : Is  it  not  the  case  that  a 
single  man  in  lodgings  has  to  pay  more  relatively  for 
his  living  than  he  would  if  he  were  living  with  a 
family ; is  not  he  practically  maintaining  as  a depen- 
dant the  lodging-house  keeper? — Partially  he  is,  of 
course.  If  I may  I will  just  turn  up  the  budget  to 
which  I referred  of  the  single  man,  and  you  can  com- 
pare his  payments  with  those  of  the  family  men  whose 
budgets  I have  put  before  you.  This  man  is  in  Lon- 
don, and  he  pays  £17  for  rent — I beg  your  pardon,  I 
iun  wrong  there;  this  man,  I Snd,  has  got  a dependant 
after  all,  so  that  my  one  exception  has  gone.  Of 
course,  the  single  man  living  in  lodgings  does  have  to 


pay  proportionately  more  for  his  rooms,  no  doubt;  but 
he  does  not  occupy  as  much  in  the  way  of  rooms  and 
he  does  not  spend  so  much  money  in  that  way.  I have 
mentioned  the  assumption  that  is  now  common,  that 
a man  whose  housekeeper  is  his  wife  or  his  mother  is 
getting  a housekeeper  free.  That  is  the  assumption, 
apparently,  on  which  the  married  man  pays  the  same 
Income  Tax  as  the  single  man.  I suggest  that  he  is 
not  getting  his  housekeeper  free,  or  at  any  rate  he 
ought  not  to  be. 

4572.  Mr.  Synnott : But  he  does  not  pay  the  same 
Income  Tax? — Well,  he  gets  an  allowance  now  of  £25 
in  respect  of  his  wife. 

4573.  Chairman:  Have  you  any  other  point? — No, 
I think  those  w'ere  the  grounds  in  the  main. 

4574.  Mr.  Kerly  : You  represent  the  National  Union 
of  Clerks? — Yes. 

4575.  How  many  members  has  the  Union? — 40,000 
in  round  figures — rather  over  40,000. 

4576.  Do  you  suggest  that  you  speak  on  behalf  of 
any  class  of  clerks  outside  your  own  members? — No, 
I do  not  profess  to  speak  for  anybody  outside  my  own 
members. 

4577.  40,000  clerks — are  most  of  them  married? — 
Of  course,  I could  not  say  definitely,  but  I should  say 
that  probably  half  of  them  are  married. 

4578.  Not  more  than  that? — It  may  be  more;  1 can- 
not say.  There  are  some  10,000  or  12,000  women 
amongst  them,  very  few  of  whom  would  be  married. 

4579.  The  women  are  unmarried? — And  of  course 
there  is  a cex-tain  number  of  juniors;  they  range  from 
16  years  of  age  up. 

4580.  The  unmarried  clerk  is  usually,  is  he  not,  a 
young  man  who  is  living  at  home? — Yes,  or  a young 
woman  who  is  living  at  home. 

4581.  So  that  the  case  of  the  bachelor  living  by  him- 
self is  an  exceptional  case? — I should  Bay  so,  yea. 

4582.  Could  you  tell  us,  roughly,  what  is  the  average 
income  of  each  of  your  members,  say  between  limits; 
it  will  have  to  be  quite  rough,  of  course  ? — I could  not 
average  them,  because  they  range,  as  I say,  over  all 
the  ages,  and  over  all  grades,  from  the  quite  inex- 
perienced clerk  at  35s.  a week,  or  thereabouts,  up  to 
managing  clerks,  cashiers,  and  so  on  at  £600  or  £700 
a year.  Roughly  speaking,  perhaps,  it  may  help  you 
if  I say  that  salaries  of  our  members  to-day,  including 
the  war  advances  which  have  been  paid  in  a number 
of  cases,  would  rauge  from  £2  to  £6  a week. 

4583.  If  we  take  (say)  £200  a year,  that  would  be 
somewhere  about  a fair  average? — £200  to  £400  a 
year;  you  cannot  very  well  average. 

4584.  £6  a week  is  only  £300  a year  ? — Yes. 

4585.  Do  you  really  think  that  the  average  is  much 
above  £200  a year? — Not  very  much  if  you  take  an 
average,  I should  say,  because  you  have  to  take  in  the 
vast  numbers  of  juniors  and  women  clerks. 

4586.  Speaking  for  your  Union,  with  an  average  of 
£200  a year,  they  ask  for  an  abatement  of  £250  for 
married  men.  Do  they  ask  that  the  allowance  for 
children  should  be  continued? — Yes,  you  will  see  the 
suggestion  I make  on  that  head. 

4587.  Never  mind ; they  do  ask  that  the  allowance 
should  be  continued  and,  I think,  increased;  still  it 
will  be  sufficient  that  it  is  continued? — Yes. 

4588.  If  they  have  only  two  children  that  will  be 
another  £50? — Yes. 

4589.  So  that  until  a clerk  has  got  £300  a year  he 
would  not  pay  Income  Tax  at  all  ? — That  is  so. 

4590.  In  those  circumstanced  it  is  of  less  importance, 
is  it  not,  to  us  that  they  consider  other  people  should 
pay  all  the  taxation  of  the  country  in  the  form 
Income  Tax,  because  that  is  what  it  comes  to? — That 
is  what  it  comes  to  if  you  take  it  on  an  average. 

4591.  You  quite  understand;  I am  not  putting  it 
offensively? — Quite  so. 
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4592.  They  propose  to  continue  to  legislate  for  the 
rest  of  the  country,  and  hope  to  arrange  the  expenses 
of  the  country  which  other  people  are  to  pay  for  as 
they  think  right  ?— Well,  the  question  rather  is, 
whether  on  an  income  of  £200  a year  there  is  any 
:uargin  to  pay  Income  Tax  at  all. 

4593.  You  complain  of  the  indirect  taxation,  and. 
want  to  get  rid  of  that? — Yes. 

4594.  Do  you  think  these  are  actual  budgets? — 
They  are  actual  budgets. 

4595.  The  figures  are  round  figures.  Where » is 
there  any  provision  for  alcohol  or  tobacco  in  them? — 

In  most  cases  that  will  come  into  the  housekeeping  ex- 
penses. In  a laige  number  of  these  cases  the  alcohol 
that  they  take  is  taken  with  meals,  and  their  tobacco, 

I know,  in  a very  large  number  of  cases  is  bought  with 
the  weekly  groceries. 

4596.  Do  not  imagine  that  I think  a clerk  with  £200 
a year  has  very  much  money  to  spend  in  luxuries  of 
any  sort.  I am  quite  well  aware  that  he  has  not.  He 
will  not  spend  very  much  money  on  drink  and  tobacco, 
and  if  that  is  the  case  he  will  pay  very  little  in  indirect 
taxation? — Some  of  them  will  spend  nothing  on 
tobacco,  and,  as  far  as  I am  able  to  judge,  not  many  of 
them  will  spend  very  much  on  alcohol.  On  the  aver- 
age, I should  say,  with  regard  to  those  who  are  not 
teetotallers,  their  consumption  will  perhaps  be  a glass 
of  beer  at  dinner  and  perhaps  a glass  of  beer  at  supper- 
time. The  expenditure  on  tobacco,  of  course,  will 
vary;  the  majority  of  clerks  are  great  cigarette 
smokers,  and  those  who  smoke  what  I call  tobacco  will 
pi  ob ably  smoke  from  two  to  four  ounces  a week. 

4597.  Have  you  ever  considered  what  indirect  taxa- 
tion actually  means  by  way  of  burden  to  a clerk  with 
three  or  four  children  and  an  income  of  £200  a year  ? 

The  item  for  food  and  housekeeping  expenses  is 

swollen  by  the  indirect  taxation. 

4598.  The  total  taxation  of  tea  and  sugar  of  a man 
earning  £200  a year,  allowing  for  a man  and  wife  and 
three  children,  if  they  took  all  they  could  get  during 
last  year,  for  instance,  would  amount  to  £4  8s.  3d? — 
That  is  about  enough  tax,  I suggest. 

4599.  It  must  be  that  or  less? — I am  quite  prepared 
to  admit,  in  fact  I think  I ought  rather  to  emphasize 
the  fact,  that  these  demands  for  a limit  of  £250  in 
the  Income  Tax  are  based  upon  the  remaining  expendi- 
ture which  now  has  to  be  incurred.  Just  in  proportion 
as  you  relieve  indirect  taxation  we  should  agree  that 
you  are  entitled  to  increase  the  Income  Tax. 

4600.  Of  course,  you  appreciate,  I am  sure,  that  in 
taking  the  burden  off  a very  numerous  class,  because 
you  do  not  deal  with  the  clerks  without  dealing  with 
everyone  else  on  the  same  pecuniary  level,  you  are 
shifting  the  burden  upon  other  shoulders? — Yes. 

4601.  Take  the  suggestion  which  you  mentioned, 
that  all  incomes  above  £5,000  a year  should  be  forfeited 
to  the  State;  that  is  what  20s.  in  the  £ means,  does 
not  it? — I suppose  it  does. 

4602.  The  State  should  take  it.  Do  you  think  that 
would  be  advantageous  to  the  class  of  clerks?  Where 
would  they  get  employers  for  the  great  mass  of  them- 
selves ? — If  you  put  it  in  that  way,  I think  I should 
say  that  Income  Tax,  however  heavy  up  to  a certain 
amount,  would  not  affect  the  investment  of  capital. 

4603.  Would  it  not  ? Would  there  be  any  capital  to 
invest  ?— Surely,  yes. 

4604.  Let  us  just  consider.  The  people  who  have  in- 
comes of  £500  to  £1,000  a year  for  the  most  part  spend 
their  incomes,  do  they  not? — Yes. 

4605.  They  do  not  make  any  very  large  savings? — 
Not  large  savings,  no. 

4606.  And  it  is  savings  which  provide  the  capital  for 
new  speculations,  is  it  not? — I am  not  sure  that  it  is 
the  savings  out  of  income  which  is  assessable  for  taxa- 
tion. I think  a very  large  portion,  at  all  events,  of 
the  now  capital  is  provided  before  dividends  are 
declared. 

4607.  I will  not  discuss  that  with  you;  I do  not 
know  whether  it  is  a matter  to  which  you  have  given 
any  very  great  consideration? — I am  not  posing  as  a 
specialist  on  it. 


4608.  Very  well,  then,  I will  leave  it  there.  Have 
you  considered  a large  class  of  clerks  who  are  em- 
ployed, we  will  say,  by  solicitors,  stockbrokers,  and 
generally  by  the  middlemen?  Yes. 

4609.  That  is  a very  large  part  of  the  whole  group 
of  clerks? — Yes. 


4610  Have  you  considered  how  far  the  existence  of 
solicitors,  stockbrokers,  and  the  middlemen  to  whom  , 
have  referred  depends  upon  their  having  clients  with 
large  incomes,  and  that  if  their  business  went  there 
would  be  no  business  for  the  clerks  they  employ.— 

I am  not  prepared  to  say  that  a business  which  de- 
pends upon  the  existence  of  a few  people  with  very 
large  incomes  is  an  economic  business  which  is  pro- 
viding useful  employment.  I incline  rather  to  the 
view,  if  on  your  assumption  these  businesses  are  only 
kept  going  in  that  way,  that  probably  if  our  national 
affairs  were  better  regulated  more  useful  employment 
could  be  found  for  those  clerks.  We  are  not  proposing 
to  wipe  this  money  out  or  throw  it  away.  We  are  pro- 
posing  to  transfer  it  from  the  pockets  of  a certain  par- 
ticular  class  of  taxpayer  to  the  pockets  of  the  com- 
munity. 

4611.  Do  not  you  see  your  suggestion  is,  you  should 
only  tax  income  when  it  is  found  in  large  pieces  r lr 
you  distributed  your  income  of  £1,000  amongst  even 
four  people,  the  State  is  to  get  nothing.  It  is  only 
while  one  man  has  the  £1,000  that  you  are  going  to 
take  any  taxation  from  him? — Yes. 

4612.  You  say  it  may  not  be  an  economic  advantage 
to  have  people  with  large  incomes.  As  an  association 
of  clerks  have  you  considered  that  it  may  not  be  an 
economic  advantage  to  the  country  to  have  a large 
body  of  clerks;  they  are  not  producers?— Quite. 

4613.  I am  sure  you  will  understand  that  the  point 
of  my  examination  is  only  suggest  to  you  that  to 
take  the  burden  off  the  clerks  and  put  it  down  some- 
where else  is  not  such  a simple  proceeding  as  your 
conference  seems  to  have  imagined?— I quite  appre- 
ciate that. 

4614.  I will  not  pursue  that  any  further,  iou  sug- 

gest that  there  should  be  an  allowance  for  dependants 
other  than  wives? — Yes.  , , . 

4615.  How  do  you  propose  to  define  a dependant ; is 
there  to  be  an  inquiry  in  a particular  case  whether 
there  is  a person  or  persons  dependent  on  the  tax- 
payer or  not?—' Well,  you  have  it  already  You  have 
now  a return  made  showing  what  dependants  there 

ai4616.  Certain  special  dependants  who  are  defined 
there? — Yes.  . , » 

4617.  And  it  would  be  necessary  to  give  a definition 
as  to  what  is  a dependant.  Have  you  any  proposals 
with  regard  to  that?— What  further  definition  do  you 
require  than  the  one  you  have? 

4618.  I rather  anticipated  that  you  wanted  some- 
thing  other  than  the  la w already  provides  for?— I 
want  a more  adequate  recognition  of  the  needs  of  those 
dependants,  that  is  all.  You  do  already,  in  some  way 
or  another,  provide  some  kind  of  allowance  for  wives, 
for  children,  for  infirm  and  aged  parents.  You  can- 
not go  very  much  further  for  classes  of  people. 

4619.  Very  well,  that  will  answer  my  question.  Tou 

do  not  wish  for  any  wider  definition  of  dependant 
than  that  which  is  already  provided  by  the  existing 
Act? No,  I do  not  know  that  it  is  necessary. 

4620.  Is  it  not  the  fact  that  a young  unmarried  man 
who  lives  at  home  is  generally  a contributor  to  the 
family  income  and  the  family  expenses?  Yes. 

4621.  In  that  degree  his  mother  and  father,  if 
living,  are  dependent  upon  him? — Yes. 

4622.  Presently  he  marries,  and  then  his  mother 
and  the  rest  of  the  family  have  to  get  on  without  him, 
and  without  his  contribution?— Yes.  I am  suggesting 
that  you  should  take  the  total  family  income  and  then 
divide  that  by  the  total  number  of  persons  who  are 
dependent  upon  that  income. 

4623.  How  would  you  deal  with  the  case  I have  just 
put  to  you?— While  he  is  at  home  contributing,  his 
income  would  come  into  the  family  income. 
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4624.  And  as  soon  as  he  has  gone  his  mother  would 
have  to  pay  at  a larger  rate? — When  he  goes,  the 
total  family  income  becomes  less,  and  of  course  the 
number  of  persons  by  whom  it  is  divisible  becomes  less. 

4625.  You  say  there  is  a difficulty  about  reclaiming 
tax.  That  might  be  met,  might  it  not,  if  there  were 
an  office  readily  accessible  to  which  any  member  of  the 
public  could  go  and  get  information  as  to  Income  Tax 
— a sort  of  Income  Tax  inquiry  office,  where  he  could 
get  information  as  to  what  he  had  to  pay  and 
assistance  could  be  given  in  making  up  his  return  if 
he  had  to  make  one? — That  would  be  useful,  but  1 
fancy  if  the  delay  which  occurs,  and  which  I quite 
appreciate  is  difficult  to  overcome,  could  be  obviated, 
it  would  have  a very  considerable  effect.  I am  not 
saying  that  that  is  a point  which  is  worrying  my 
members.  It  comes  to  me  through  people  who  are 
doing  the  Income  Tax  business  of  their  firms,  and  who 
come  in.  contact  with  the  workmen  with  whom  this  is  a 
real  difficulty. 

4626.  Do  you  suggest  that  there  should  be  no  aver- 
age? Would  it  not  be  better  to  take  the  last  year’s 
actual  income  and  make  a man  pay  upon  that? — I do 
not  suggest  there  should  be  no  average. 

4627.  I beg  jour  pardon;  you  raise  a question  about 
the  average? — I suggest  that  the  three  years’  average 
should  be  the  general  rule. 

4628.  Would  it  not  be  better  to  take  the  last  year’s 
actual  income  and  avoid  any  question  of  average 
altogether? — Well,  the  difficulty  about  that  is  that  it 
would  put  a taxpayer  into  a considerable  hole  if  in  the 
course  of  a year  he  had  to  pay  Income  Tax  on  that 
basis ; he  may  have  lost  his  position,  for  instance,  or 
have  had  a serious  misfortune  of  some  kind,  which  has 
reduced  his  income,  but  he  would  have  to  pay  on  last 
year’s  income.  It  would  be  all  right  if  everybody  were 
sufficiently  provident  and  sufficiently  prescient  as  to 
what  the  Income  Tax  was  going  to  be  to  provide  a 
year  in  advance  for  it,  but  in  practice  I think  you 
would  find  what  you  are  finding  now,  for  example, 
that  many  ex-munition  workers  are  not  now  munition 
workers  any  longer,  and  that  they  are  not  in  a posi- 
tion to  pay  the  Income  Tax  which  accrued  during  the 
earlier  part  of  the  year. 

4629.  But  on  the  three  years’  average,  he  always 
pays  after  the  last  year  is  completed? — That  is  true," 
but  on  the  three  years’  average  you  get  a much  wider 
margin. 

4630.  Only  by  going  further  back? — Quite  true. 

4631.  So  that  the  disadvantage  you  have  ju3t 
referred  to  is  the  same  in  both  cases  ? — It  is  not  quite 
so  heavy  if  you  average. 

4632.  Sir  J.  Harmood-Banner : Might  I ask  you 
what  your  general  experience  is  as  regards  rates  of 
salaries  ? Are  not  the  rates  of  salaries  higher  in  big 
films  than  in  smaller  firms? — I would  not  like  to  say 
quite  generally  in  big  firms,  but  in  some  large  pros- 
perous concerns,  take  some  companies  that  are  doing 
very  well,  the  rates  of  salaries  to  the  staff  do  generally 
run  higher  than  they  do  on  the  average.  On  the 
other  hand,  there  are  some  quite  small  concerns,  from 
the  point  of  view  of  the  size  of  the  business,  which  are 
having  a fairly  considerable  turnover  and  making 
large  profits,  and  they  will  do  very  well ; whereas  a 
very  large  business  which  is  not  making  large  profits 
does  not  tend  to  pay  its  staff  on  anything  like  the  same 
basis. 

4633.  As  a rule  a company  with  £10,000  capital  will 
not  be  paying  as  high  salaries  as  a company  with 
£50,000  capital? — Probably  as  a general  rule  no,  but 
it  is  not  an  invariable  point.  One  could  easily  find 
very  large  concerns  with  very  large  capital  and  large 
business  and  profits,  but  paying  very  low  salaries  to 
the  staff.  It  depends  on  many  factors. 

4634.  Have  you  any  analysis  of  your  members  show- 
ing those  who  are  paid  their  salaries  “ free  of  Income 
Tax  ”?. — No,  I have  not. 

4635.  Is  it  not  a fact  that  a verj  large  number  of 
clerks  have  their  salaries  paid  “ free  of  Income  Tax”  ? 
—Not  a very  large  proportion,  I think,  of  the  whole ; 


certainly  a large  number  in  the  aggregate,  because  of 
course  when  you  talk  about  clerks  you  are  talking 
about  a class  of  a million  or  so  of  people. 

4636.  A very  large  proportion  of  them? — I do  not 
think  a very  large  proportion  of  them  are  paid  their 
salaries  “free  of  Income  Tax”;  certainly  a very 
large  number  in  the  aggregate,  it  is  true. 

4637.  Mr.  Birley : You  suggest  that  £200  a-  year 
should  be  the  limit  for  an  unmarried  man ; he  should 
not  pay  until  after  £200? — Yes. 

4638.  I put  it  to  you  that  the  present  limit  of  £130, 
£2  10s.  Od.  a week — a single  man  can  live  on  that? — 
Well,  not  in  London — not  to  live  decently. 

4639.  Taken  as  an  average  a single  man  would  be 
living  at  home,  I take  it.  The  smaller  incomes  are 
mostly  the  younger  men  who  are  living  at  home,  and 
have  very  much  less  cost.  Would  not  he  be  able  to 
live  on  £2  10s.  Od.  a week? — A young  man  living  at 
home  might  manage  on  £2  10s.  Od.  a week  all  right. 

4640.  That  is  the  present  limit,  of  course? — If  he 
gets  that. 

4641.  He  does  not  pay  now;  that  is  on  £130  a year. 
Your  suggestion  is  that  he  cannot  live  on  less  than 
£200? — -In  a case  like  that  my  suggestion  would 
bring  his  income  into  the  family  budget,  or  into  the 
family  income. 

4642.  That  would  be  mostly  the  case  with  the  un 
married  men,  would  it  not? — Y'es,  it  would. 

4643.  With  a married  man  with  children  there  are 
at  present  abatements  allowed? — Yes. 

4644.  If  those  abatements  were  increased  would  not 
it  very  largely  meet  that  objection?— If  the  abate- 
ments were  increased  it  would  go  to  meet  the  objec- 
tion, undoubtedly.  What  I have  felt  in  going  into 
the  question  of  these  allowances  and  abatements,  was 
that  if  you  were  going  to  get  justice  as  between  one 
taxpayer  and  another  you  had  rather  to  alter  the 
basis  from  the  present  system. 

4645.  At  the  present  time  a married  man  with  four 
children  does  not  pay  until  after  £245  a year? — No. 

4646.  If  the  allowance  for  wife  and  children  are 

increased,  it  would  largely  get  over  that  difficulty; 
of  course  it  would1  depend  on  the  amount  of  increase, 
but  it  would  largely  get  over  the  difficulty? — If  the 
suggestion,  for  instance,  of  doubling  the  abatement 
to  the  married  men 

4647.  Well,  not  necessarily  doubling  it,  but  some- 
thing more  than  at  present.  I put  it  to  you  in  the 
case  of  the  man  with  children,  or  the  married  man, 
it'  his  case  were  dealt  with  there  is  no  reason  to  deal 
with  the  case  of  the  unmarried  man  earning  £130  a 
year? — So  far  as  the  people  I am  representing  are 
concerned,  there  are  not  very  many  of  them. 

4648.  I suggest  to  you  that  those  clerks  who  are 
earning  £130  a year  and'  who  are  unmarried  are  very 
largely  younger  ones  who  are  living  at  home? — That 
is  so  to-day. 

4649.  Is  there  good  cause  for  claiming  £200  for 
the  unmarried  man?  There  may  be  good  cause  for 
claiming  something  for  the  married  man  with  chil- 
dren, but  is  there  the  same  ground  for  claiming  it  for 
the  unmarried  man? — Not  the  same  ground,  No. 

4650.  Mr.  Mackinder : You  said  you  were  surprised1 
to  find  that  nearly  all  your  people,  I think  you  said 
all  but  one,  in  the  cases  you  inquired  into,  had  depen- 
dants?— Yes. 

4651.  Did  those  dependants  include  the  cases  of 
those  who  were  contributing  to  the  home  expenditure  ? 
—No.  I can  give  you  just  a few  examples  of  what 
they  do. 

4652.  I only  just  wanted  to  ask  you  that  point;  . 
did  not  want  to  go  into  it  in  detail  ? — In  point  of  fact 
they  are  widowed  parents,  mothers  mainly,  or  young 
brothers  or  sisters;  in  some  cases  both. 

4653.  Mr.  Synnott : You  want  an  extension  of  the 
definition  of  dependants,  I understand? — Not  an  ex- 
tension of  the  definition,  only  a larger  recognition  of 
the  needs  of  the  dependants. 

4654.  You  observe  that  one  of  the  conditions  in  the 
Act  is  it  must  be  a relative  unless  it  is  a person  under 
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16,  and  the  dependant  must  not  have  an  income 
exceeding  a certain  amount,  and  there  are  a whole  lot 
of  other  conditions.  Do  you  not  think  it  is  extremely 
difficult  for  the  Inland  Revenue,  or  any  other  body, 
to  find  out  all  these  particulars? — I imagine  they 
never  do  find  them  out,  as  a matter  of  fact. 

4655.  Do  you  not  think  there  is  a great  danger — I 
do  not  put  it  offensively,  you  know — of  dependants 
being  manufactured? — I do  not  think  so,  because 
obviously  anybody  who  attempted  that  would  be  run- 
ning a very  considerable  risk. 

4656.  I have  here  the  figures  for  1914-1915  for 

allowances  in  respect  of  wives  and  children  and 
dependant  relatives.  The  amount  of  these  allow- 
ances has  gone  up  from  £11,000,000  in  1914r-1915  to 
£108,000,000  in  1918?— Are  you  suggesting . 

4657.  I do  not  know,  but  I put  it  to  you  that  there 
is  that  danger?— I should  think  it  is  probably  due  to 
the  fact  that  in  the  early  years  of  these  allowances  a 
considerable  number  of  taxpayers  did  not  realize 
that  they  were  entitled  to  them. 

4658.  You  say  you  have  40,000  members  out  of  a 
total  of  a million  clerks? — Yes. 

4659.  You  must  apply  your  principles  of  abatement 
and  exemption  to  all  earnings,  whether  they  are  clerks 
or  whether  they  are  not? — I agree  you  cannot  have  a 
separate  class. 

4660.  You  would  have  to  apply  them  to  traders,  to 
agriculturists,  and  to  the  distributors  of  food.  Have 
you  considered  what  the  effect  on  prices  would  be  to 
the  consumer,  including  the  clerks? — I do  not  know 
that  I quite  follow  you.  If  the  effect  upon  the  tax- 
payer would  be  to  relieve  those  who  are  most  in  need 
of  relief,  surely  that  would  not  cause  a rise  in  prices. 

4661.  You  have  not  considered  that  the  necessary 
alternative  to  your  scheme  is  an  increase  in  indirect 
taxation? — That  does  appear  to  me  to  be  the  alter- 
native; but,  in  faot,  that  is  the  alternative  which  I 
desire  to  avoid. 

4662.  Have  you  considered  that  all  these  people  I 
have  mentioned,  the  trader,  the  farmer,  and  the  dis- 
tributor, employ  persons  who  will  come  under  the 
category  which  you  represent,  the  small  incomes,  and 
that  they  necessarily  will  put  the  increased  taxation 
which  they  themselves  have  to  pay  on  to  the  con- 
sumer?— But  they  will  not  pay  increased  taxation, 
will  they  ? 

4663.  But  surely  they  must  share  in  the  taxation 
which  the  people  below  are  freed  from,  must  not 
they? — You  mean  the  people  who  would  have  to  pay 
the  larger  Income  Tax  in  order  to  make  up  for  these 
abatements  would  add  it  to  the  prices? 

4664.  Yes. — I do  not  think  that  would  be  likely,  or 
could  happen  very  well  all  round ; it  might  happen 
to  an  extent.  The  worst  of  it  then  would  be  that 
what  we  gain  on  the  swings  we  should  lose  on  the 
roundabouts. 

4665.  The  object  of  that  clause  extending  the  20s. 
in  the  £ to  all  incomes  in  excess  of  £5,000  is  to  effect 
a redistribution  of  income? — Yes. 

4666.  That  is  the  main  object?— That  is  so  really. 

4667.  Mr.  Walker  Clark:  You  said  that  you 

regarded  the  Income  Tax  as  an  equitable  tax? — In 
principle. 

4668.  But  unpopular? — Yes. 

4669.  You  thought  it  ought  to  be  popular? — Yes. 

4670.  You  are  aware  that  there  is  a tendency  to 
put  upon  Imperial  taxes  charges  which  benefit  the 
class  of  men  whom  you  represent,  education,  to  give 
you  one  example? — Yes. 

4671.  There  are  many  others  in  the  same  way.  You 
really  suggest  that  your  clerks,  40,000  of  them,  in 
the  main  should  continue  to  vote,  and  have  all  the 
rights  of  citizenship,  and  if  they  do  not  drink,  or 
do  not  smoke,  they  should  pay  nothing?— It  depends 
upon  their  income. 

4672.  But,  roughly  speaking,  you  have  said  that  if 

your  proposals  are  carried  out  the  whole  of  the  40,000 
you  represent  would  be  exempt  from  Imperial  taxa- 
tion?  No,  I did  not  say  the  whole  of  the  40,000;  thaf 


is  the  danger  we  get  into  by  dealing  with  averages. 

It  was  put  to  me  that  £200  a.  year  would  be  the 
average. 

4673.  For  the  sake  of  argument  I will  say  one-half 
of  your  40,000  would  be  totally  exempt?— Probably. 

4674.  They  would  have  all  the  rights  of  citizenship  ? 

— Those  who  were  of  adult  age  would. 

4675.  And  pay  nothing  towards  the  upkeep  of  the 
country? — Yes.  There  would  be  no  large  incomes 
without  the  labour  of  the  people  with  small  incomes. 

4676.  Do  you  suggest  that  that  is  a reasonable  and 
fair  thing,  and  would  make  the  Income  Tax  a popular 
tax  with  the  community  as  a whole? — I think  it 
would.  It  would  be  effecting  more  or  less  a redis- 
tribution of  the  national  income.  Probably  what  we 
are  doing  on  the  other  side,  endeavouring  to  raise 
these  incomes  to  the  point  when  they  can  bear  Income 
Tax,  is  the  sounder  way  to  deal  with  it.  In  the 
meantime  we  have  to  deal  with  the  number  of  people 
who  are  not  getting  sufficient  to  enable  them  to  pay 
Income  Tax. 

4677.  Then  your  proposals  are  merely  expedients; 
they  are  not  proposals  on  principle? — Is  not  all  taxa- 
tion an  expedient,  more  or  less  of  a temporary 
character  ? 

4678.  No;  some  taxation  is  absolutely  necessary. 
You  cannot  run  the  ship  on  nothing?  But  after  all 
it  is  expedient. 

4679.  It  depends  on  the  meaning  you  attach  to  the 
word  “ expedient  ” ? — The  weight  of  taxation  is 
always  temporary.  It  may  be  heavier  next  year,  or 
it  may  be  lighter  according  to  the  national  expendi- 
ture and  the  number  of  taxpayers  that  there  are. 

4680.  My  experience  is  that  it  is  always  increasing  ? 
— It  is,  generally  speaking. 

4681.  You  seriously  suggest  that  four  or  five 
millions  of  people  should  vote  for  the  upkeep  of  the 
State,  and  contribute  nothing  towards  that  upkeep, 
and  you  say  that  would  increase  the  popularity  of 
the  Income  Tax?— I do  not  know  that  it  would  make 
the  Income  Tax  more  popular  with  the  large  tax- 
payers, or  people  with  large  incomes,  but  I think  it 
would  very  decidedly  make  it  more  popular. 

4682.  With  those  that  did  not  pay?— With  those 
whose  payment  would  be  brought  into  more  real 
relation  with  their  ability  to  pay. 

4683.  But  you  never  said  anything  at  all  about  the 
ability  to  pay  before?— My  whole  evidence  is  based 
on  it. 

4684.  You  stated  that  indirect  taxes  should  be 
abolished,  and  that  this  very  large  number  that  you 
represent  should  be  totally  relieved  of  Imperial  Taxes. 
I pointed  out  that  they  are  being  relieved  to  a very 
large  extent  of  local  rates  now,  and  those  local 
charges  are  being  put  upon  Imperial  Taxes.  They 
are  relieved  by  the  contributions  from  the  State 
towards  local  costs,  taking  education  as  a case  in 
point?— That  is  another  point  altogether,  into  which 
I have  not  entered — the  question  as  to  what  sub- 
ventions are  justified  from  the  National  Exchequer  to 
local  rates.  My  point  is  simply  this,  that  all  incomes 
exceeding  a minimum  living  wage,  which  I have 
tentatively  put  at  £200,  or  £250,  should  be  liable 
to  Income  Tax,  and  that  the  Income  Tax  should  be 
steeply  graduated  so  that  the  ability  to  pay  would 
have  more  relation  to  the  actual  payment  made  than 
it  has  to-day. 

4685.  Mrs.  Knowles : The  only  thing  that  strikes 
me  is  this,  that  when  you  take  a minimum  of  £200 
you  take  it  on  the  basis  that  a person  needs  that  to 
be  able  to  live,  without  the  deduction  of  a tax  at  all. 
Do  you  take  that  for  London,  or  for  the  country? 
There  is,  of  course,  an  enormous  variation  whether 
you  take  London  or  the  country  ? — There  is  an  extra- 
ordinary variation. 

4686.  A man  living  in  Lincolnshire  seems  to  do 
himself  extraordinarily  well  on  £145  a year  for  food. 
1 do  not  pay  that  in  London  for  my  family  of  three. 
— He  has  got  the  advantage  there  of  not  having  to 
pay  for  the  things  that  people  pay  here.  Yhat  Has 
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‘H’f*  thr“  or  f°“'  has  been 
that  the  difference  between  the  rate  in  a place  like 
Gainsborough  and  the  rate  of  pay  in  London  has 
been  considerably  reduced  by  the  practice  of  the  Com. 
nuttee  on  Production,  which  has  been  followed  more 
She1.  by  v“r“us  Srms"  °f  Pa.Ting  war  advances  at 
the  cosTo/f 6-  IrresPectlTe  °f  ‘he  local  variations  in 
the  cost  of  living.  I am  not  saying  that  there  is  any 
b“t  }t  has  had  this  effect,  that 
m.  Gamsborough  has  had  a very  much  larger 
m hlS  lnco“<r  relative  to  the  total  cost  of 
living  than  a man  doing  the  same  kind  of  work  in 
the  same  position  in  London  has  had. 

4687.  I see  that,  but  my  point  is  that  the  £200  a 

rv,rnwe«!l?mp|!10?  r,Uld  be  Prince'y  for  a place  like 

London  ’ Whl<V  a“d  'r<mld  be  very  low  for 

London  How  do  you  propose  to  get  over  that  P— I 

Tar"  Ym°W  lY.?0  get  °TCr  tbat  “ 

* lr  T hardly  ha™  a national  Income  Tax 

i arying  according  to  the  localities  1 am  afraid. 

4688.  Would  it  not  be  better  to  get  it  by  another 
means  raise  the  wages  for  London  so  that  they  can 
pay  1 ‘no  Income  Tax,  and  keep  your  exemption  lower, 
so  that  the  country  can  pay  it?— That  is  what  we  are 

t°  wn0ncthe  °th?  side-  1 haTe  told  y°u  ‘hat  we 
took  the  figure  to-day  of  £3  10s.  a week,  that  is  £180 
a year  roughly,  as  against  £90  in  1909.  That  is  the 
figure  for  large  industrial  centres.  For  rural  dis- 
tricts  we  fix  a lower  figure,  you  see.  You  can  do 
that  when  you  are  dealing  with  wages  questions.  I 
admit  I have  not  been  able  to  see  how  you  can  do  it 
when  you  are  dealing  with  Income  Tax,  unless  you 
do  what  might  very  well  be  considered,  raise  your 
local  rates  on  the  basis  of  Income  Tax  also,  which 
would  make  a difference,  but  you  could  not  do  it  as 
far  as  I can  see  for  a national  purpose. 

4689.  You  have  talked  of  the  unpopularity  of 
Income  Tax.  Personally  I find  a lot  of  people  who 
are  quite  proud  of  paying  Income  Tax? — So  do  I. 

4690.  They  come  along  and  say:  “So  and  so  is 
paying  Income  Tax.”  The  local  mason  is  payin'' 
Income  Tax,  and  he  seems  to  think  that  he  has  gonl 
up  m the  social  scale.  Do  you  think  it  is  unpopular  ? 

It  is  not  unpopular  with  our  members,  but  there 
!s  clear  evidence,  unfortunately,  that  it  is  unpopular 
with  a large  body  of  people  who  are  now  paying 
Income  Tax  by  quarterly  assessment  who  have  never 
paid  Income  Tax  before,  and  do  not  understand  how 
the  Income  Tax  is  assessed,  or  what  their  rights  and 
duties  are  with  regard  to  it.  Undoubtedly  there  is 
evidence  that  it  is  unpopular  there.  My  view  is  that 
the  unpopularity  of  the  Income  Tax  is  not  due  to 
the  principle  of  the  Income  Tax  itself;  the  other 
taxes  would  be  a great  deal  more  unpopular  if  people 
only  understood  what  they  were,  and  what  their  inci- 
dence was.  If  the  Income  Tax  were  rather  more 
equitably  adjusted,  and  its  working  were  simplified 
as  tar  as  possible  the  unpopularity  would  go. 

4691.  I find  a great  many  people  think  they  have 

TSenP  Xm.the  8001111  ®cale  when  they  Pay  the  Income 
lax.'' — I hey  generally  have. 

4692.  They  mention  it  as  an  asset.  “ So  and  so  is 
very  well  off  She  has  got  a daughter  who  is  married 
to  a man  who  pays  Income  Tax.”  I have  actually 
heard  that  said  recently.  The  point  is  whether  we 
can  make  it  popular  by  making  it  socially  attractive, 

do  you  think  it  would  be  possible  to  do  that? I 

really  believe  there  is  something  in  it. 

4693.  Chairman:  Mr.  Warren  Fisher  will  be  very 
glad  to  hear  you  talk  like  that.— That  merely  is  a 
recognition  that  generally  speaking  people  who  pay 
Income  Tax  have  larger  incomes  than  people  who  do 
not  pay;  that  is  why  it  is  popular  in  that  sense.  I 


do  not  think  many  people  who  understand  the 
principle  of  the  Inoome  Tax,  and  who  have  been  pay- 
ing the  Income  Tax  for  some  time,  object  to  the  tax 
as  such. 

4694.  Mrs.  Knowles : No,  I do  not  think  they  do? 

M hat  there  is  an  objection  to  is  the  particular 
difficulties  which  arise  in  dealing  with  it.  If  I may 
take  a personal  case,  my  own  case,  when  I first  came 
up  to  London,  I point  blank  refused  to  pay  my 
Income  Tax;  I struck  against  it  because  I had.  not 
been  assessed  at  the  earned  rate.  It  was  not  so  much 
a question  of  the  money,  but  I was  distinctly  annoyed 
at  the  suggestion  that  I did  not  earn  my  inoome,  and 
I said  I would  not  pay  it,  and  I did  not  pay  it  in 
point  of  fact. 

4695.  Chairman:  Have  you  not  paid  it  yet?— Not 
" hat  they  assessed  me  at.  I worked  out  my  own 
assessment  at  the  earned  rate,  and  I paid  that,  and 
after  the  cheque  had  passed  through  the  post  a few 
times  they  finally  accepted  it  and  sent  me  a receipt 
I remember  saying  then  to  the  Surveyor:  “I  have 
not  the  slightest  objection  to  paying  Income  Tax ; I 
am  proud  of  paying  it,  but  I do  object  to  the  assump- 
tion that  my  income  is  not  earned,  and  I am  being 
assessed  on  that  assumption.”  There  had  been  a 
mistake.  It  is  difficulties  of  that  kind  that  make  the 
Income  Tax  unpopular.  Three  men  out  of  four  do 
not  know  whether  they  are  assessed  at  the  earned 
rate  or  the  unearned  rate,  if  they  have  only  just 
become  Inoome  Tax  payers.  The  forms  are  rather 
terrifying  to  anybody  who  is  not  used  to  them. 

4696.  Mrs.  Knowles:  I feel  if  one  could  only  get 
at  the  psychology  of  people  one  could  get  money  out 
of  them  so  much  easier.  The  difficulty  is  you  do  not 
know  how  to  get  at  them  in  the  right  way.  If  you 

work  on  their  pride,  or  something,  you  can  do  it. I 

think  if  you  can  make  the  thing  intelligible  to  their 
business  instinct,  allowing  for  the  fact  that  there  is 
a large  number  of  them  who  have  no  experience  of 
business  beyond  their  own  purely  technical  work,  you 
get  over  the  difficulty  to  a great  extent.  It  is  really 
getting  them  to  understand  what  the  thing  means. 

4697.  Sir  T.  Whittaker:  Very  briefly  on  a point 
that  has  not  been  touched  on,  I understand  you  desire 
to  abolish  indirect  taxation? — Yes,  on  necessities,  not 
necessarily  on  tobacco  and  alcohol ; indirect  taxation 
on  the  necessities  of  life. 

4698.  You  would  continue  it  on  tobacco  and  drink? 

1 do  not  think  we  should  say  those  were  necessities 

of  life;  we  mean  practically  the  food  taxes. 

4699.  Chairman:  I want  to  ask  you  a straight 
question.  Is  it.  in  the  mind  of  those  you  represent, 
that  if  they  got  these  proposals  accepted  they  would 
not  have  to  pay  Income  Tax  at  all?— I do  not  think 
that  they  have  looked  at  it  from  that  point  of  view 
at  all. 

4700.  That  you  frankly  tell  me.  I wanted  to  ask 
you  the  straight  question ; that  is  not  in  your  own 
mind,  is  it? — Not  at  all,  no.  As  I say,  I really 
could  not  say  with  any  approach  to  accuracy  how 
many  of  the  people  whom  I represent  would  be  exempt 
under  these  conditions^  and  how  many  would  not. 

4701.  I am  personally  very  pleased  at  the  way  you 
have  spoken,  because  1 think  you  are  quite  fair,  and 
you  do  not  want  to  evade  Income  Tax?— I do  not 
think  there  is  the  slightest  desire  on  the  part  of  our 
people  to  avoid  paying  what  they  consider  their  fair 
share  of  the  taxation  of  the  country,  but  there  is  a 
feeling  that  a large  number  of  people  are  being 
called  upon  to  pay  Income  Tax  who  cannot  afford  it 
whose  incomes  do  not  admit  it,  while  other  people  who 
could  afford  to  pay  a great  deal  more  than  they  now 
pay  are  being  let  off  very  lightly.  That  is  putting 
in  plain  English  precisely  the  feeling  which  influences 
most  of  our  members. 
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EIGHTH  DAY, 

Thursday,  19th  June,  1919. 


Present  : 

LORD  COLWYN  (in  the  Chair). 


Sir  T.  P.  WHITTAKER. 

Mr.  BOWERMAN. 

Sir  E.  E.  NOTT-BOWER.' 

Sir  J.  S.  HARMOOD-BANNER. 
Sir  W.  TROWER. 

Mr.  HOLLAND-MARTIN. 

Mr.  WARREN  FISHER. 

Mr.  BIRLEY. 

Mr.  WALKER  CLARK. 


Mr.  KERLY. 

Mrs.  KNOWLES. 

Mr.  McLINTOCK. 

Mr  MANYILLE. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 

Professor  PIGOIJ. 

Mr.  SYNNOTT. 


The  Hon.  W.  N.  Bruce,  C.B.,  and  Sir  Hugh  Orange,  C.B.,  C.I.E.,  on  behalf  of  the  Board  of  Education, 

called  and  examined. 


4702.  Chairman : Will  you  state  your  case,  please, 
Sir  Hugh? — ( Sir  Hugh  Orange ) : The  Board  of  Educa- 
tion desire  to  recommend  to  the  Royal  Commission  on 
the  Income  Tax: — (1)  That  the  relief  granted  in 
respect  of  children  should  be  continued  beyond  the 
age  of  16  for  those  who  attend  school.  (2)  That  the 
relief  in  respect  of  school  attendance  should  be 
graduated  from  the  age  of  14  onwards,  so  as  to 
increase  with  the  age  of  the  student.  (3)  That  the 
relief  should  not  be  restricted  to  persons  whose 
incomes  do  not  exceed  £800  or  £1,000  per  annum. 
Those  are  the  three  proposals  of  the  Board. 

4703.  Have  you  anything  to  say  in  addition  to 
that  by  way  of  supplementing  it? — I was  just  reading 
this  from  the  written  statement  which  the  Board  have 
sent,  and  the  Board,  in  their  written  statement  have 
developed  their  points  a little;  shall  I continue  in 
that  way? 

4704.  Yes? — By  the  words  “ attend  school,”  in  the 
first  of  these  proposals,  is  meant  full-time  attendance 
at — (a)  any  University  in  England  or  Wales;  (b)  any 
school  recognized  by  the  Board  of  Education  as  effi- 
cient, or  as  making  satisfactory  provision  for  the 
education  of  its  scholars.  The  Board  are  not  pro- 
posing that  the  relief  (at  present  £25)  now  granted  in 
respect  of  children  aged  14  to  16  who  are  not  in 
attendance  at  school  should  be  discontinued.  The 
scale  on  which  they  suggest  that  relief  should  be 
given  for  those  who  are  in  attendance  is  : — age  14-16, 
£50  per  annum ; age  16-18,  £75  per  annum ; age  18-21, 
£100  per  annum;  age  21-25,  £125  per  annum.  The 
principle  on  which  these  proposals  are  founded 
resembles  that  which  underlay  a recommendation  of  a 
Select  Committee  of  the  iHouse  of  Commons  in 
January,  1915,  with  respect  to  separation  allowances, 
as  follows: — “Payments  of  allowances  and  pensions 
in  respect  of  children  should  in  all  cases  continue  until 
the  age  of  16  years,  and  may  be  continued  above  that 
age  on  the  recommendation  of  the  Local  Education 
Authority  in  the  cases  of  apprentices  receiving  not 
more  than  nominal  wages  or  of  children  being  edu- 
cated at  secondary  schools,  technical  schools  or  univer- 
sities.” The  Board  regard  it  as  a matter  of  the 
greatest  importance  that  parents  should  be  encouraged 
to  keep  their  children  at  school  after  the  age  of  16, 
and  that  the  numbers  of  pupils  in  places  of  higher 
education  should  thereby  be  increased  until  they  reach 
a level  more  adequate  to  national  needs;  and  they 
consider  that  the  proposed  remission  of  Income  Tax 
would  not  only  help  to  lessen  the  financial  obstacles 
to  such  expansion,  but  would  also  improve  the  inci- 
dence of  the  tax  by  relieving  the  burdens  of  those 
who  most  fully  discharge  their  duties  as  parents. 
The  Board  of  Education,  while  they  see  no  reason  for 
limiting  these  proposals  to  England  and  Wales,  desire 
to  add  that  they  have  no  authority  to  speak  for 
Scotland  or  Ireland. 

4705.  Do  you  wish  to  say  anything  further,  or  to 


address  the  Commission  on  any  of  the  points  you 
raise? — Not  unless  the  Commission  ask  that  they 
should  be  developed  on  any  particular  points. 

4706.  It  will  mean  a loss  to  the  Revenue,  will  it 
not? — Yes. 

4707.  Have  you  any  advice  to  us  as  to  how  we  can 
make  that  up  ?— Perhaps  the  first  point  would  be  how 
much  it  would  amount  to.  So  far  as  we  can  see,  it 
would  amount,  on  the  present  scales  of  Income  Tax, 
to  about  a million  and  a half  per  annum,  and  it 
would  affect  about  225,000  children. 

4708.  It  would  affect  rich  and  poor  alike;  the  same 
allowance  would  be  made  to  the  rich  and  to  the  poor? 
— Yes. 

4709.  Why? — Well,  the  child  relief  at  present  is  on 
similar  lines.  Anybody  who  gets  the  child  relief  at 
present  gets  the  flat  £25.  The  Board  thought  that  the 
rich  parent  or  the  fairly  well-to-do  parent  usually 
incurs  a greater  out-of-pocket  expense  on  the  educa- 
tion of  his  child  than  the  poorer  parent,  whereas,  on 
the  other  hand,  the  poorer  parent  suffers  more  by  fore- 
going the  earnings  of  the  child.  Of  course,  the  very 
poor  parents  are  not  Income  Tax  payers. 

4710.  Do  you  feel  this  matter  very  earnestly  at  the 
Board  of  Education  ? — The  Board  are  very  much  im- 
pressed by  the  great  deficiency  of  pupils  remaining  at 
school  after  the  age  of  16.  They  think  that  it  is  a 
matter  of  the  very  greatest  national  importance  that  a 
far  larger  number  of  the  population  should  proceed  to 
a higher  stage  of  education  than  it  does  at  present. 
They  wish  to  see  more  scholars  proceeding  to  the  uni- 
versities, more  passing  through  the  technical  col- 
leges, and  more  being  prepared  for  the  professions,  and 
of  those  who  do  not  proceed  beyond  the  schools  they 
desire  to  see  a larger  number  staying  at  school  till  the 
age  of  18  or  19,  and  they  do  find  that  financial  con- 
siderations weigh  in  that  matter. 

4711.  This  is  really  an  addition  to  the  Education 
Vote,  is  it  not? — Well,  it  would  not  be  borne  on  the 
Education  Vote. 

4712.  No,  it  would  not;  it  comes  in  in  another  way. 

4713.  Mr.  Birley : I do  not  understand  your  scales. 
You  say  14  to  16,  and  16  to  18.  Is  not  14  to  18  the 
secondary  school  age;  why  do  you  differentiate  those? 
— 14  is  the  age  up  to  which  attendance  at  schools  is 
universal  and  compulsory. 

4714.  Between  14  and  18  it  is  very  much  the  same 
education,  is  it  not? — They  go  to  the  secondary 
school,  and  they  drop  off  at  the  age  of  16. 

4715.  But  if  the  same  allowance  between  14  and  18 
were  made  it  would  be  for  the  same  class  of  education, 
would  it  not?  I do  not  understand  why  you  say  £50 
for  the  first  two  years  and  £75  for  the  other  two?— 
(Mr.  Bruce) : There  is  a very  distinct  break  in 
secondary  education  at  the  age  of  16. 
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4716.  Still,  it  is  secondary  education  right  through 
from  14  to  18  ? — That  is  true,  but  it  is  only  true  in  the 
sense  that  it  would  be  difficult  to  draw  a line  at  14. 

4717.  You  assume  a different  cost  by  saying  £50  in 
one  case  and  £75  in  another,  do  you  not? — There  is  a 
real  difference  in  the  cost  because  the  cost  of  schools 
which  provide  education  up  to  18  is  higher,  and, 
secondly,  because  the  burden  on  the  parent  becomes 
an  increased  one. 

4718.  Is  the  cost  greater  between  16  and  18? — I 
think  so.  I think  on  the  whole  the  schools  which 
provide  efficient  education  from  16  to  18  charge 
higher  fees. 


4719.  Not  universally  ? — It  is  not  universally  so,  but 
I say  on  the  whole  it  is  so. 


4720.  I go  further.  In  the  same  way  from  18  on- 
wards, is  not  that  the  university  age? — That  is  the 
university  age. 

4721.  Why  differentiate  between  18  and  21,  and  21 
and  25  in  the  same  way  ? — Because,  there  again,  there 
13  a .^®ry  imPortant  break  at  the  point  at  which  it  is 
possible  to  take  the  initial  degree  of  the  university. 
After  that  time  it  is  most  desirable  in  the  public 
interest  that  students  should  be  encouraged  to  stop 
on,  either  for  a fourth  year  pursuing  their  studies, 
or  even  longer  for  the  purpose  of  training  for  research. 

4722  I suggest  25  is  rather  old  ?— Possibly,  but  not 
from  the  view  of  encouraging  research,  and  making 
students  competent  to  take  an  active  part  in  the 
development  of  industry  and  commerce.  There  are 
also  the  professions  of  medicine  and  law,  which  re- 
quire a prolonged  training. 

4723.  It  seems  to  me  that  you  are  asking  rather 
S.Uxhi  athe  wayof  a2es  and  differentiating  ?— I think 
that  differentiation  does  represent  real  stages  in  the 
educational  organisation. 


they  are  stages  of  very 


4724.  Semi-stages? — Well, 
great  importance. 

4725  The  first  two  are  distinctly  secondary  schools 
a: . » SfC?nd  ?wo  distinctly  university,  are  they 
not? — That  is  quite  true,  yes. 


4726.  They  are  not  quite  distinct  stages? — 
University  and  professional,  in  the  second  case. 

4727.  Professor  Pigou  : Is  there  not  a further  point, 
that  at  the  higher  age  the  sacrifice  is  more,  in  view 
of  the  probability  of  being  able  to  earn? — That  is  so. 


4728.  Mr.  May : I should  like  to  ask  on  what 
grounds  the  Board  of  Education  feel  that  they  have  a 
responsibility  for  taking  care  of  incomes  above  £1,000 
a year  in  securing  them  greater  reliefs  ?— (Sir  Hugh 
Orange.)  The  classes  which  make  use  of  the  schools 
are  all  classes,  and  the  education  of  boys  and  girls 
at  school  or  university  up  to  the  age  of  18  to  21,  or 
25,  becomes  a heavy  burden  on  the  income  of  a man 
who  is  subject  to  the  tax  on  £1,500  a year  or  £2,000 
a year.  It  is  a heavy  burden  for  a professional  man 
to  have  his  boys  and  his  girls  educated  for  a pro- 
fession. It  is  a costly  thing  for  him,  and  it  is  a 
temptation  for  him  to  spare  that. 

4729.  It  would  be  an  impossible  thing  for  a man 
with  £200  a year.  If  it  is  a difficult  thing  for  a 
man  with  £2,000  a year,  it  would  be  an  impossible 
thing  for  those  with  £200  a year,  who  form  the 
large  majority,  for  example,  for  whom  you  speak. 
You  say  you  deal  with  all  classes? — Yes.  It  would  be 
impossible  for  him  to  do  it  from  his  income  of  £200 
a year,  but  there  is  a good  deal  of  assistance  given  to 
them  to  go  to  school. 

4730.  Do  you  think  people  with  incomes  above  the 
margin  that  you  yourselves  put  would  be  prevented 
from  giving  their  children  that  education  because  of 
the  lack  of  this  abatement  on  their  Income  TaxP — 
I think,  looking  at  it  as  a matter  between  two 
incomes  of  the  same  amount,  one  of  which  has  to 
bear  that  burden  and  the  other  does  not,  it  improves 
the  tax  if  you  ask  for  more  from  the  man  who  is  not 
bearing  that  burden  and  less  from  the  man  who  is; 
or  it  comes  to  the  same  thing  perhaps  if  the  man 
during  that  time  of  his  life  when  he  is  hearing  the 
burden  has  the  Income  Tax  lightened  for  him. 


4731.  Mr.  Walker  Clark : Does  the  Board  of  Edu- 
cation suggest  that  this  scale  should  apply  equally  to 
all  the  members  of  one  family?  If  a man  has  ten 
children,  for  instance,  between  the  ages  of  14  and  25  ? 
—Yes. 

4732.  Do  you  make  no  difference  as  between  girls 
and  boys? — No,  none. 

4733.  You  are  aware  that  there  are  an  enormous 
number  of  scholarships  and  bursarships  and  that  sort 
of  thing:  do  you  make  no  allowance  for  those? — No. 

4734.  My  experience  is  that  it  is  not  difficult  for 
an  average  boy  to  get  a scholarship  in  a local 
grammar-school  to  the  university.  As  a matter  of 
fact  our  local  Education  Committee  finds  a difficulty 
in  getting  the  scholarships  taken  up,  although  they 
are  scholarships  which  practically  provide  for  com- 
plete education? — I do  not  know  whether  they  pro- 
vide the  whole  cost  of  it,  and  something  for  the  youth 
to  live  on,  too. 

4735.  They  provide  a larger  amount  than  you  are 
providing  here? — Well,  the  Board  could  not  provide, 
by  way  of  relief  from  Income  Tax,  a livelihood  for 
the  boy,  no;  but  the  Board’s  experience  is  that  the 
assistance  given  by  the  local  authorities  to  take 
young  persons  to  the  university  is  not  sufficient  all 
over  the  country. 

4736.  That  may  be  said,  but  still  there  is  no 
difference  suggested  by  the  Board  between  those  who 
win  scholarships,  either  foundation  scholarships  or 
the  major  scholarships? — No,  there  is  no  difference 
in  their  proposal. 

4737.  The  idea  of  a scholarship  is  that  brains  to 
some  extent  enters  into  it? — Yes. 

4738.  This  would  give  an  equal  advantage  to  those 
with  or  without? — Yes. 

4739.  My  experience  is  that  there  are  very  few 
scholarships  at  universities  for  girls  or  women,  but 
a plethora  for  boys.  You  make  no  difference  as  be- 
tween a boy  or  a girl?— This  is  not  a scholarship 
system. 

4740.  No,  but  I say  you  make  no  provision? — We 
make  provision  equally. 

4741.  You  make  no  special  provision? — No. 

4742.  Is  not  this  really  a suggested  inducement  for 
continuing  education,  particularly  in  research— I 
mean  21  to  25? — If  you  stopped  at  21  you  would 
offer  an  inducement  the  other  way. 

4743.  From  21  to  25  it  is  an  inducement  for  re- 
search work,  is  it  not? — It  is  the  prolonged  university 
course,  and  the  professional. 

4744.  Well,  it  would  not  be  a prolonged  university 
course  unless  the  lad  were  a slack  lad,  or  entered  late? 
—(Mr.  Bruce.)  I think  so.  Take  Oxford,  for  example. 
The  ordinary  period  for  the  honours  course  at  Oxford 
is  four  years.  If  the  boy  goes  up  at  18  he  would  not 
be  able  to  get  the  benefit  of  a remission  of  Income 
Tax  for  his  last  year,  but  he  might  have  to  take  a 
shorter  course. 


J.  jcany  uiivillg  at  is  tnis.  I 
happen  to  have  four  children  who  have  gone  through 
this  curriculum.  A large  number  of  the  larger  and 
wealthier  firms  are  now  giving  very  excellent  positions 
as  research  students  at  London  and  Cambridge  and 
other  universities;  you  are  aware  of  that?— Yes. 

4746.  For  which  they  are  paying,  roughly  speaking, 
from  £200  to  £500  a year  to  quite  young  people. 
11ns  proposal  takes  no  notice  of  voting  people  of  25 
who  are  receiving  at  present  £500  "a  year  for  research 
work?  I think  those  would  be  considered  to  be  in 
employment. 

4747.  Does  it  say  anything  about  employment  here  ? 
— No. 


4748  Mr.  Synnott:  You  are  aware  that  the  £25  a 
year  allowance  given  for  children  under  the  present 
Income  Tax  is  based  on  quite  a different  principle 
from  yours.  Let  me  remind  you  that  it  was  given 
for  the  purpose  of  maintenance,  was  it  not,  and  in 
order  not  to  deprive  the  parent  or  the  child  of  the 
necessities  of  life;  that  was  the  principle? — ( Sir  Hugh 
Orange.)  I take  it  from  you  that  it  was  so. 
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4749.  You  are  starting  a perfectly  new  principle, 
are  you  not? — I think  we  are  extending  it. 

4750.  Is  it  not  a perfectly  new  one — an  abatement 
for  education  purposes? — I do  not  think  so.  The 
present  complaint  is  that  when  the  child  remains  at 
school  after  the  age  of  16  the  relief  stops.  If  the 
relief  was  intended  to  aid  the  father  in  the  main- 
tenance of  the  child,  the  burden  on  the  father  has 
not  ceased  at  the  age  of  16  if  the  child  remains  at 
school,  but  the  relief  ceases. 

4751.  If  we  do  not  agree  with  your  policy,  there  is 
no  case  for  it,  is  there?  You  cannot  expect  us  to 
decide  the  question  whether  it  is  in  the  national 
interest,  on  the  whole,  that  practically  everybody 
from  16  to  25  should  he  educated  free? — It  is  not 
free  education. 

4752.  It  is  a very  large  subsidy  towards  it? — The 
Board  have  not  proposed  that  £125  a year  should  he 
granted  to  everybody  who  remains  in  attendance  at 
school  or  university  between  the  ages  of  21  and  25 ; 
they  have  proposed  a relief  from  Income  Tax  on  that 
amount  of  income. 

4753.  That  is  a considerable  subsidy,  is  it  not,  at 
the  present  rate  of  Income  Tax? — It  is  a relief. 

4754.  Because  you  propose  to  extend  it  to  people 
of  any  income  to  whatever  degree.  You  propose  that 
there  is  to  be  no  limit? — Just  the  same  as  Life  In- 
surance. 

4755.  You  propose  that  people  should  go  to  the 
Inns  of  Court  for  a professional  career,  and  receive 
a subsidy  from  the  State,  and  to  Oxford  and  Cam- 
bridge?— To  the  universities,  certainly. 

4756.  Irrespective  of  their  individual  merit? — Yes. 

4757.  It  is  a flat  rate  irrespective  of  merit? — Yes. 

4758.  No  selection? — No. 

4759.  Sir  W.  Trower : The  allowance  that  you  seek 
for  is  to  the  parents.  Have  you  at  all  considered 
whether,  where  the  child  or  the  man  has  an  inde- 
pendent inoome,  the  relief  should  still  be  given  to  the 
parents? — Whore  the  child  has  an  independent  in- 
come? 

4760.  I mean  either  by  scholarship  or  an  inde- 
pendent inoome.  Very  often,  as  you  know,  children 
have  independent  fortunes  which  can  be  applied  by 
parents  for  their  maintenance  ? — Yes. 

4761.  Would  you  give  relief  in  those  cases? — I think 
the  Board  would  consider  that  a matter  rather  for 
this  Commission  or  for  the  Inland  Revenue,  in  the 
working  out,  but  I think  the  proposal  should  be  under- 
stood to  relate  to  those  young  persons  who  are  de- 
pendent on  their  parents. 

4762.  Then  have  you  considered  whether  it  is  desir- 
able in  any  way  to  see  that  the  allowance  to  parents 
has  been  expended  on  education  ? You  assume  a rate 
from  21  to  25  of  £125.  Would  you  vouch  that  item 
in  any  way — a sum  not  exceeding  that  sum  spent  on 
education? — That  would  be  a different  proposal;  ob- 
viously that  would  require  a great  deal  of  administra- 
tion. 

4763.  Have  you  considered  that  point? — Yes. 

4764.  What  is  your  view? — The  Board  thought  it 
better  not  to  propose  that,  but  to  make  the  proposal 
in  the  form  in  which  they  have  made  it.  Of  course,  iL 
would  be  necessary  that  it  should1  be  shown  that  the 
young  person  was  in  full-time  attendance  at  school  or 
a university. 

4765.  And  they  have  to  prove  to  that  extent — not 
the  amount  spent? — Quite  so,  yes. 


4766.  Mr.  Warren  Fisher : Do  I gather  that  the 
Board  of  Education  feel  there  should  be  State  assist- 
ance for  education  purposes  up  to  a certain  age? — It 
is  a question  of  a tax,  and  a tax  that  has  to  be 
assessed  on  incomes,  and  certain  reliefs  granted1,  and 
in  order  to  adjust  the  tax  basis  it  appeared  that  the 
tax  should  be  borne  by  those  who  were  least  feeling  the 
burden. 

4767.  But  it  is  true  that  the  form  you  suggest  is  noi 
a grant  from  the  Exchequer? — No. 

4768.  But  it  is  interception  of  revenue  on  its  way 
to  the  Exchequer? — If  you  like  to  put  it  in  that 
way;  but  supposing  it  is  a question  of  diminishing 
the  Income  Tax  by  a penny,  that  diminution  might 
be  made  by  way  of  relief  to  some  of  the  Income  Tax 
payers. 

4769.  But  it  is  State  assistance  indirectly,  is  it 
not? — It  is  relief  from  Income  Tax. 

4770.  Indirect  State  assistance.  Do  you  not  think 
it  would  be  more  scientific,  and  could  be  applied  in 
cases  according  to  their  needs,  if  it  were  an  ovei  t 
grant  from  the  Exchequer  proportioned  to  the  require- 
ments of  each  case  rather  than  an  all-round  and  dis- 
guised bonus  which  will  apply  indifferently  whether 
it  is  needed  or  not? — That  might  be  said,  1 think,  of 
the  relief  at  present  granted  for  children. 

4771.  No.  Another  Commissioner,  I suggest  to  you, 
has  made  that  point.  In  the  first  place,  that  is 
limited',  whereas  yours  is  not  limited  to  any  income 
limit.  That  is  limited  to  small  incomes,  and  as  L 
understand  is  for  the  purpose  of  maintenance;  but 
you  would  remove  the  limit  of  income  so  that  any- 
body could  claim,  as  I gather,  your  relief  from  In- 
come Tax.  Would  it  not  be  the  case  that  it  'would 
be  unscientific  in  its  application,  because  anybody  who 
fulfilled  the  condition  that  their  children  were 
educated  would  get  it,  whether  they  economically 
needed  it  or  not? — I think  with  two  taxpayers,  one 
of  whom  is  maintaining  children  at  school,  and  the 
other  is  not,  there  is  nothing  unscientific  in  asking 
the  one  to  pay  Income  Tax  with  more  relief  than  the 
other. 

4772.  Notwithstanding  the  extent  of  their  income 
— a person  with  £500  a year  and  a person  with  £5,00'J 
a year? — Well,  that  is  another  point. 

4773.  My  suggestion  to  you  is  that  there  is  left  as 
an  alternative,  if  the  State  is  going  to  help,  that  it 
should  do  it  openly  and  in  a form  by  which  it  can  be 
scientifically  adjusted  to  the  needs  of  the  respective 
families? — That  would  be  done  by  the  scholarship 
system.  Relief  from  Income  Tax,  after  all,  is  a very 
small  matter  compared  with  the  total  cost. 

4774.  Chairman:  A question  has  been  put  bearing 
on  what  Mr.  Warren  Fisher  says  with  regard  to  a 
man  Avith  £10,000  a year  paying  the  proper  Income 
Tax,  do  you  suggest  that  he  should  receive  a remis- 
sion in  respect  of  a hoy  or  girl  maintained  at  col- 
lege ? — If  he  claimed  it ; just  the  same  as  if  he  claimed 
it  on  his  Life  Insurance.  No  relief  from  Super-tax 
in  such  a case  is  intended  to  be  proposed. 

4775.  Mr.  Synnott : Have  you  read  the  Reports  of 
the  Intermediate  Commission  in  Ireland? — No. 

4776.  I suggest  you  should  read  them. — (Mr. 
Bruce : ) I have.  I do  not  knoAv  if  I can  answer  your 
question. 

4777.  Have  you  heard  a complaint  that  since  the 
establishment  of  that  Commission  there  has  been  an 
enormous  increase  in  applications  for  clerical  em 
ployment  and  professional  employment  in  excess  of 
the  needs  of  the  country? — No,  I have  not  heard 
that. 


Mr.  A.  Ereatjt,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Exemption  abatements  and  reliefs. 

4778.  (1)  The  exemption  limit  should  he  fixed  with 
regard  to  the  amount  of  income  necessary  for  a 
healthy  existence.  It  should  be  the  highest  abate- 


ment and  should  govern  the  determination  of  the 
others.  The  allowance  for  a wife  appears  to  be 
inadequate.  It  should  be  sufficient  to  constitute,  in 
conjunction  with  the  allowances  for  children,  a tax 
on  bachelors.  By  extending  these  allowances  to  all 
incomes  not  exceeding  £1,000,  imposing  additional 
duty  or  Super-tax  on  all  income  in  excess  of  £1,000, 
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and  adding  a percentage  to  the  additional  duty  in 
the  case  of  unmarried  persons,  the  levy  would  be  in 
proportion  to  the  taxpayer’s  ability  to  pay.  The 
present  allowance  of  £25  for  aged  and  infirm  relatives 
does  not  appear  to  meet  the  case  of  a man  who  has  to 
maintain  a relative  in  a nursing-home  or  similar 
institution. 

4779.  (2)  Earned  income  cannot  he  defined  satisfac- 
torily and  relief  should  be  allowed  only  on  the  first 
£1,000.  When  a man’s  earnings  exceed  £1,000  it  will 
generally  be  found  that  part  of  them  is  really  interest 
on  capital,  or  is  attributable  to  circumstances  over 
which  he  has  no  control.  The  ability  to  command  a 
high  rate  of  remuneration  usually  depends  on  educa- 
tion, previous  training  and  experience,  or  on  a 
reputation  built  up  in  past  years,  and  is  not  always 
in  proportion  to  the  exertion  put  forth  in  the  work. 
A may  earn  thousands  by  inventing  a simple  article 
which  is  of  general  use,  whilst  B may  work  harder, 
invent  a more  complicated  article  of  limited  appli- 
cation, and  earn  only  hundreds  in  consequence.  There 
appears  to  be  an  “ unearned  increment  ” in  all  large 
incomes,  depending  upon  the  state  of  the  society  in 
which  the  worker  finds  himself. 

4780.  (3)  With  additional  duty  (or  Super-tax)  be- 
ginning at  £1,000  the  normal  rate  could  be  con- 
siderably reduced,  and  it  would  be  possible  to  effect 
great  simplification  by  having  only  one  unearned 
rate,  and  not  more  than  two  earned  rates,  for  incomes 
not  exceeding  £1,000.  Taxation  at  the  source  would 
be  at  the  normal  unearned  rate,  greatly  facilitating 
the  work  of  assessment  and  collection,  minimising  the 
likelihood  of  errors  and  overcharges,  and  obviating 
many  repayment  claims.  It  would  minimise  the 
existing  injustices  in  the  cases  of  Corporations  and 
other  Local  Authorities  which  pay  tax  at  the  full 
rate  on  the  “ profits  ” of  “ industrial  ” undertakings 
such  as  “ gasworks  ” although  such  “ profits  ” usualfv 
belong  to  a community  most  of  whose  members  are 
exempt  or  not  liable  to  anything  like  the  full  rate. 
Where  a private  limited  company  does  not  distribute 
to  its  shareholders  a reasonable  proportion  of  its 
profits,  a proportion  of  the  undivided  profit  would 
have  to  be  added  to  the  income  of  each  individual 
shareholder  for  additional  duty  or  Super-tax  purposes. 

4781.  (4)  Foreigners  and  persons  resident  abroad 
should  not  be  allowed  to  own  more  than  a certain 
amount  of  property  in  the  United  Kingdom.;  or 
alternatively  the  Inland  Revenue  should  have  power 
to  recover  Super-tax  from  such  persons. 

4782.  (5)  See  also  “ The  Income  Tax  in  Utopia  ”* 
(pages  9 — 10)  as  to  the  allowance  for  Life  Assurance. 

Administration. 

4783.  (6)  The  Act  should  say  only  what  is  essential 
as  to  the  exact  method  of  assessing  and  collecting  the 
duty,  leaving  the  Board  of  Inland  Revenue  to  draw 
up  such  regulations  as  they  think  fit  (subject  to 
Treasury  approval  and  Parliament  veto)  so  that  they 
may  be  free  to  adopt  the  most  convenient  and  up-to- 
date  methods  and  to  change  them  as  occasion  requires. 
In  the  past  there  has  been  much  waste  of  valuable 
time  and  energy  complying  with  obsolete  provisions 
in  the  acts,  e.g.  in  order  to  legalize  the  assessments 
it  is  necessary  for  the  officials  to  post  various  notices 
on  church  doors,  although  such  notices  are  seldom 
read  and  serve  no  useful  purpose. 

4784.  (7)  The  tax  should  be  made  permanent,  collec- 
tible annually,  in  order  that  the  annual  appointment 
of  officials  may  be  obviated. 

4785.  (8)  The  office  of  Assessor  should  be  abolished 
and  the  duties  should  be  performed  by  the  Collector, 
who  should  be  a permanent,  whole-time,  pensionable 
official,  appointed  by  the  Board  of  Inland  Revenue 
and  liable  to  removal  from  one  collection  to  another. 
It  would  be  advisable  to  combine  some  of  the  smaller 
collections,  and  if  necessary  those  of  the  present  part- 
time  Collectors  who  were  unwilling  to  become  whole- 
time officials  might  be  replaced  by  ex-service  men. 
The  present  system  is  very  unsatisfactory.  Many, 
if  not  most  Collectors,  are  appointed  by  the  Local 
Commissioners  and  paid  by  the  Board  of  Inland 

* A copy  of  this  essay  on  Income  Tax  reform  has  already  been 
placed  in  the  hands  of  the  Commissioners. 


Revenue  whom  they  serve.  The  latter  pay  the  piper 
whilst  the  Local  Commissioners  call,  or  omit  to  call, 
the  tune.  The  appointment  of  permanent  officials 
should  result  in  better  service,  and  greater  security 
for  all  concerned.  It  ought  to  be  possible  to  put  the 
collecting  staff  on  a thoroughly  business-like  footing 
in  the  course  of  a very  few  years  without  doing  any 
very  serious  injury  to  anyone. 

4786.  (9)  “ Special  ” and  “ number  or  letter  ” 
assessments  should  be  abolished.  They  give  a great 
deal  of  unnecessary  work,  and  if  every  taxpayer 
availed  himself  of  these  privileges  the  Inland  Revenue 
staff  would  have  to  be  increased.  There  would  be 
little  need  for  “ special  assessments  ” if  none  but 
permanent  officials  had  access  to  the  books  and  docu- 
ments relating  to  the  duty 

4787.  (10)  The  duties  of  the  Clerk  to  the  Commis- 
sioners should  be  confined  to  arranging  for  and 
attending  meetings  of  the  Local  Commissioners, 
keeping  the  minutes,  and  advising  the  Commissioners 
on  points  of  law.  He  should  not  have  access  to  the 
hooks  and  documents  relating  to  the  duties.  The 
completion  of  the  assessments  and  the  preparation  of 
the  Collectors’  duplicates,  now  done  by  him,  could  be 
more  easily  and  more  effectively  done  in  the  Surveyor’s 
office,  where  none  but  permanent  officials  should  be 
employed.  The  present  system  of  making  the  Clerk 
to  the  Commissioners,  who  is  usually  a local  solicitor, 
the  legal  custodian  of  the  assessments  which  disclose 
people’s  financial  position  is  open  to  serious  objection. 

4788  (11)  The  assessments  should  be  made  by  the 
Surveyor  of  Taxes  in  the  case  of  all  profits  other  than 
those  derived  from  a business  or  profession  and  those 
now  assessed  by  the  Special  Commissioners  under 
Schedule  C.  In  making  assessments  on  business  profits 
the  “ personal  ” element  plays  an  important  part, 
and  in  consequence  these  assessments  require  special 
consideration.  In  other  cases  the  assessment  is  largely 
a matter  of  calculation,  and  the  Surveyor  has  or  is 
able  to  obtain  such  information  as  he  requires.  In 
dealing  with  business  profits  it  appears  to  be  necessary 
to  keep  the  following  points  in  mind : — 

(a)  the  advisibility  of  disclosing  as  little  as 

possible  to  any  but  permanent  officials ; 

(b)  the  fact  that  the  local  knowledge  of  the  Sur- 

veyor of  Taxes,  who  is  necessarily  a bird  of 
passage,  is  limited; 

(c)  the  need  for  local  knowledge  in  making  assess- 

ment in  those  numerous  cases  where  proper 
accounts  are  not  kept  or  not  supplied  to 
the  officials. 

If  permanent  whole-time  Collectors  were  appointed 
the  assessments  in  question  might  be  made  by  the  Sur- 
veyor and  the  Collector.  But  one  must  not  lose  sight 
of  the  fact  that  permanent  officials  are  exposed  to  a 
strong  temptation  to  take  the  line  of  least  resistance 
and  to  let  sleeping  dogs  lie;  and  as  an  alternative  it 
is  suggested  that  the  assessments  should  be  made  by 
the  Surveyor  of  Taxes,  subject  to  the  proviso  that  he 
should  take  the  instructions  of  two  Local  Commis- 
sioners nominated  by  the  General  Commissioners  in 
all  cases  where  he  is  not  satisfied  with  any  accounts,  or 
where  no  accounts  are  supplied.  The  Surveyor  should 
have  the  right  to  surcharge  in  any  particular  case, 
provided  he  notifies  the  taxpayer  accordingly.  Under 
this  system  it  would  not  be  necessary  to  disclose  to  the 
Local  Commissioners  the  amount  of  the  income  or 
profits  of  persons  supplying  proper  accounts,  and 
people  would  be  encouraged  to  supply  such  accounts. 

4789.  (12)  Appeals  to  the  Special  Commissioners 
should  be  confined  to  points  of  law.  Having  no  local 
knowledge,  they  are  not  competent  to  deal  with  ques- 
tions of  fact,  and  appeals  are  often  made  to  them  with 
the  object  of  avoiding  local  knowledge.  It  is  sub- 
mitted that  if  a taxpayer  cannot  satisfy  the  local 
Surveyor  as  to  the  accuracy  of  his  returns  or  the  jus- 
tice of  his  case,  he  ought  not  to  object  to  appeal  to  his 
fellow-citizens  on  a question  of  fact.  At  appeals  only 
the  point  at  issue  need  be  disclosed.  If,  for  instance, 
a taxpayer  claims  to  deduct  a certain  expense  in  cal- 
culating his  profits  there  should  not  be  any  neerl  tn 
inform  the  court  the  amount  of  his  return  and  of  the 
assessment. 
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4790.  (13)  The  Schedules  classifying  profits  or  in- 
come might  be  more  conveniently  arranged  as 
follows  : — 


Schedule  A.  Income  from  the  ownership  of 
landed  property. 

„ B.  Income  or  benefit  derived  from  the 
occupation  of  land  not  used  for 
business  purposes. 


,,  C.  As  at  present. 

,,  D.  All  profits  not  otherwise  assessed — 
Case  1.  Business  and  farm 
profits. 

Case  2.  Other  profits. 

,,  E.  All  employed  persons. 

This  suggestion  is  intended  to  be  considered  in  con- 
junction with  paragraph  11,  as  well  as  those  relating 
to  the  calculation  of  “ profits  ” infra. 


4791.  (14)  The  present  system  of  making  returns  to 
the  local  Assessor,  who  is  not  a permanent  official,  is 
open  to  objection.  The  Collector  might  issue  forms  of 
return  to  all  liable  taxpayers  in  his  collection  who  are 
assessable  there,  notifying  the  Surveyor  of  all  fresh 
liabilities,  new  arrivals,  removals,  and  cessations.  A 
notice  might  be  inserted  in  the  local  papers  intimating 
that  forms  of  return  have  been  issued  for  the  district, 
and  reminding  local  taxpayers  of  the  necessity  of 
making  a return,  whether  they  have  received  a form 
or  not.  Returns  might  be  posted  direct  to  the  Sur- 
veyor, who  should  acknowledge  their  receipt  by  means 
of  a slip  giving  the  reference  number  of  the  papers. 
Instead  of  issuing  notices  of  assessment  for  each  item, 
as  is  done  at  present,  a statement  of  his  total  liability 
for  the  year  should  be  sent  to  each  taxpayer  who 
makes  a return  of  his  total  income  at  the  proper  time. 
All  income  not  taxed  by  deduction  and  all  additional 
duty  should  be  dealt  with  at  the  place  where  the  tax- 
payer makes  his  return.  Returns  should  be  treated 
as  repayment  claims  where  repayment  is  due,  and  such 
claims  should  be  dealt  with  locally.  Assessment  of 
Super-tax  by  the  Special  Commissioners  and  the 
settling  of  repayment  claims  at  Head  Office  increases 
the  volume  of  work  and  the  likelihood  of  errors. 


4792.  (15)  In  the  case  of  an  appeal  which  cannot  be 
determined  at  once,  the  duty  on  so  much  of  the  assess- 
ment as  is  not  in  dispute  should  be  payable  as  and 
when  due.  Some  taxpayers  take  advantage  of  an  un- 
settled appeal  bo  defer  payment  indefinitely. 

4793.  (16)  In  the  case  of.  cottage  property  the  duty 
should  be  recoverable  from  the  landlord.  Some  hard- 
ship may  be  caused  by  enforcing  payment  from  poor 
tenants.  Recovery  by  distraint  is  objectionable. 

4794.  (17)  Railway  officials  should  be  assessed  in  the 
ordinary  way  and  not  by  the  Special  Commissioners. 

4795.  (18)  See  also  “ The  Income  Tax  in  Utopia,” 
pages  14-15,  as  to  payment  in  instalments  in  certain 
cases ; pages  15-16  as  to  payment  in  advance ; and 
page  16  as  to  payment  of  interest  on  arrears.  With 
regard  to  the  latter,  many  people  whose  Income  Tax 
amounts  to  a considerable  sum  are  tempted  to,  and  do, 
delay  payment  as  much  as  possible.  It  is  practically 
impossible  to  prevent  them  from  doing  so  under 
present  conditions. 


Suggestions  for  amending  the  rules  for  calculating 
income. 

4796.  (19)  In  these  days  of  keen  competition  it  is 
essential  that  the  British  trader  should  not  be  put  to 
any  unnecessary  trouble  in  the  determination  of  his 
share  of  the  burden  of  taxation.  The  Income  Tax 
Act  should  be  as  non-contentious  as  possible.  The 
best  way  to  reduce  friction  and  litigation  to  a 
minimum  is  to  remove  all  unnecessary  complications, 
and  to  avoid  claiming  tax  on  anything  but  what  may 
be  fairly  deemed  to  be  income  or  profit.  The  follow- 
ing suggestions  are  made  with  this  object  in  view : — 
The  system  of  averaging  profits  was  introduced  in 
the  Act  of  1842  in  order  that  everyone  might  bear 
his  fair  share  of  a temporary  impost,  but  now  that 


the  tax  is  permanent  there  is  no  longer  any  need  for 
it.  The  ideal  to  aim  at  is  an  assessment  based  on 
the  actual  income  of  the  preceding  year.  One  of  the 
effects  of  the  average  system  is  that  a man  whose 
business  is  going  through  a critical  period  is  called 
upon  to  pay  tax  on  profits  made  during  more  pros- 
perous years.  That  could  not  happen  if  the  preceding 
year’s  income  were  taken  as  the  basis  of  assessment. 
A man’s  Income  Tax  bill  would  be  heavy  or  light, 
according  as  his  profits  in  the  preceding  year  had 
been  big  or  small.  He  would,  therefore,  be  in  a 
position  to  meet  it,  and  the  Revenue  would  be  less 
likely  to  lose  any  part  of  it.  Moreover  the  taxpayer 
would  have  to  a greater  degree  than  at  present  the 
satisfaction  of  knowing  how  his  liability  has  been 
calculated,  and  there  would  be  fewer  opportunities 
for  error  on  his  part  as  well  as  on  that  of  the  officials. 
At  present  the  officials  spend  much  time  explaining 
the  complicated  system  and  making  sure  that  the 
different  items  of  income  have  been  returned  and 
assessed  on  the  proper  basis.  In  consequence  there  is 
waste  of  much  energy  which  might  be  more  profitably 
employed  in  pushing  enquiries  in  directions  where 
there  is  a possibility  of  leakage.  The  average  tax- 
payer does  not  gain  by  the  fact  that  the  officials  are 
so  hampered  in  their  work,  for  he  has  to  pay  more 
if  the  dodger  is  paying  less  than  his  share  of  the  tax. 
’Both  the  Departmental  Committee  on  Income  Tax 
(1905)  and  the  Committee  of  the  Birmingham 
Chamber  of  Commerce  (1910)  advocated  a simplifica- 
tion of  the  forms  of  return,  but  both  seem  to  have 
overlooked  the  fact  that  such  simplification  is  im- 
possible unless  and  until  each  item  of  income  is 
assessed  on  the  same  basis. 

4797.  (20)  The  very  necessary  principle  of  “ taxing 
at  the  source  ” prohibits  any  change  in  the  basis  of 
assessment  of  income  from  landed  property,  and  from 
interest,  dividends,  or  investments.  But  the  actual 
income  of  the  preceding  year  from  these  sources 
might  be  taken  in  calculating  the  total  income  for 
abatement  and  similar  purposes.  In  the  case  of  pro- 
perty the  net  assessments  thereon  (less  any  “ empty  ” 
allowances  during  that  year)  should  be  taken,  instead 
of  the  net  assessments  for  the  year  of  assessment.  At 
present,  as  he  cannot  tell  how  much  he  will  lose  on 
empty  property,  an  owner  cannot  always  make  an 
accurate  return,  and  often  takes  the  preceding  year’s 
figures.  It  is  the  same  with  dividends  which  may 
fluctuate.  The  consequent  confusion  adds  to  the 
difficulty  of  determining  a man’s  total  income,  and 
some  taxpayers  take  advantage  of  this  fact  to  make 
a very  moderate  estimate  of  their  income  from  these 
sources,  and  may,  and  often  do  receive  excessive 
allowances  in  consequence. 

4798.  (21)  Income  from  landed  property  (Schedule 
A,  see  paragraph  13)  should  be  taken  to  be  a fixed 
proportion  of  the  rack  rent  or  letting  value.  The 
gross  assessment  should  be  the  same  for  rating  and 
Income  Tax  purposes,  and  the  authorities  should 
have  the  right  to  increase  or  reduce  any  assessment 
in  any  year  and  to  have  a general  revision  made  for 
any  parish  or  district  whenever  necessary.  The 
present  system  of  a periodical  revision  throughout 
the  country,  and  of  reducing  but  not  increasing 
assessments  in  the  intervening  years  is  unsatisfac- 
tory. A general  revision  throughout  the  country 
throws  a great  strain  on  the  officials,  and  it  would  be 
better  for  all  concerned  if  a separate  staff  were  con- 
tinually employed  on  revision  work.  In  some  places 
a general  revision  may  not  be  necessary  for  years, 
whilst  in  others  owing  to  some  rapid  development  or 
unexpected  change  in  local  conditions  it  may  be 
required  much  more  frequently. 

4799.  (22)  The  additional  allowances  for  repairs 
and  maintenance  granted  in  Schedule  A No.  V.  and 
rule  8 are  unsatisfactory.  It  is  difficult  to  check  the 
accuracy  of  the  claims— which  often  involve  a good 
deal  of  work.  It  is  submitted  that  it  would  be 
better  to  make  a generous  allowance  for  repairs  and 
maintenance  of  all  comparatively  small  dwelling 
houses  and  business  premises,  including  farm  houses 
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and  farm  buildings.  This  would  encourage  invest- 
ment in  house  property,  which  is  a wasting  asset.  In 
some  cases  the  heavy  cost  of  maintenance  may  be  due 
to  the  fact  that  the  estate  is  too  large  for  its  owner  to 
superintend  its  management  personally.  The  allow- 
ance of  the  actual  cost  of  repairs  in  all  cases  is  im- 
practicable. 


4800.  (23)  All  employees,  including  public  officials  and 
manual  wage-earners,  should  be  assessed  on  the  same 
basis,  viz.,  their  earnings  during  the  preceding  year. 
This  would  remove  the  existing  injustice  as  between 
civil  servants  and  the  employees  of  public  bodies  and 
limited  companies  who  are  assessable  on  the  actual 
income  (salary,  bonus,  and  commission)  of  the  year  of 
assessment,  and  the  employees  of  private  firms  and 
individuals  who  are  assessable  under  Schedule  D on 
the  3 years’  average.  The  objections  to  the  quarterly 
assessment  of  manual  wage-earners  are  stated  on 
page  15  of  “ The  Income  Tax  in  Utopia.”  It  is  not 
always  easy  to  foretell  one’s  salary  with  accuracy. 
Incomes  are  not  always  regular,  and  the  bonus  or 
commission  is  generally  an  unknown  quantity  until 
the  year  is  over.  Under  the  present  system  this  is 
a prolific  source  of  trouble,  involving  inaccurate 
returns  and  many  additional  assessments,  irritating 
both  to  the  public  and  the  officials.  The  actual 
remuneration  during  the  preceding  year  should  be 
the  basis  of  assessment,  provided  that  in  the  first 
year  the  salary  or  fixed  remuneration  of  that  year 
(excluding  any  bonus  or  commission)  should  be  taken, 
and  the  fluctuating  emoluments  included  in  the  next 
year’s  charge.  In  the  year  of  cessation  the  assess- 
ment should  be  reduced  to  the  amount  earned  since 
the  preceding  April  5th,  plus  the  preceding  year’s 
fluctuating  emoluments.  Where  no  fixed  remunera- 
tion is  received  the  income  or  profits  should  be 
assessed  similarly  to  those  falling  under  Schedule  D. 

4801.  (24)  The  adoption  of  the  preceding  year’s  in- 
come as  the  basis  of  assessment  under  Schedule  D 
would  help  to  remove  a host  of  difficulties  and 
anomalies.  In  the  case  of  profits  of  an  uncertain 
annual  value — e.g.,  bank  interest — no  assessment 
should  be  made  for  the  first  year,  and  on  cessation  the 
assessment  should  be  continued  on  the  preceding  year’s 
receipts.  Non-recurring  profits  should  be  assessed  in 
the  year  following  that  in  which  they  are  received. 
Profits  now  assessed  under  Nos.  II  and  III  of  Schedule 
A should  be  transferred  to  Schedule  D,  to  which  they 
naturally  belong. 


4802.  (25)  In  the  case  of  a new  business  the  assess- 
ment for  the  first  year  should  be  on  the  profits  of  that 
year.  Afterwards  the  preceding  year’s  figures  should 
be  taken,  but  the  taxpayer  should  have  the  right  to 
have  the  assessments  for  the  second  and  third  years 
adjusted  to  the  actual  profits  of  each  year  in  order 
that  any  hardship  may  be  obviated'  in  cases  of 
diminishing  profits. 

4803.  (26)  In  the  case  of  a cessation  the  assessment 
should  be  reduced  to  the  actual  profits  of  the  year  in 
which  the  cessation  takes  place;  but  where  the  business 
has  not  been  in  existence  more  than  three  years  the 
minimum  liability  should  be  on  the  actual  profits  of 
each  year.  This  proviso  would  meet  the  case  if  a tem- 
porary undertaking,  which,  having  made  little  or  no 
profits  in  its  first  year,  achieves  its  object  and  is  dis- 
continued m its  third  year,  and  would  otherwise  pay 
little  or  no  tax  on  the  second  year’s  profits,  however 
large. 


u.48?4’  • ^27 1 If  fche  Precediug  year’s  profit  is  taken  a 
the  basis  of  assessment,  it  would  hardly  be  necessar 
to  disturb  the  assessment  in  the  case  of  a falling  oi 
owing  to  some  “specific  cause.”  But  the  Board  o 
Inland  Revenue  might  have  power  to  grant  such  relie 
as  they  think  just  in  cases  of  exceptional  hardship 
.is  wi°.u,d  be  better  than  to  attempt  to  draft  a provi 
sion  which  would  afford  adequate  relief  in  all  cases  o 
hardship,  without  providing  a loophole  for  escape  Ii 
the  case  of  the  conversion  of  a private  firm  into  i 
limited  company,  the  profit  of  the  preceding  yea 
should  be  taken,  subject  to  a deduction  of  the  direc 
tors  fees  payable  for  the  year  of  assessment. 


4805.  (28)  In  the  case  of  a loss  in  any  year,  the 
assessment  for  that  year  should  be  reduced  by  the 
amount  of  the  loss,  a “ nil  ” assessment  made  in  the 
following  year,  and  the  balance  (if  any)  of  the  loss 
deducted  from  subsequent  assessment  or  set  against 
any  other  income. 

4806.  (29)  Section  44,  which  grants  relief  where  the 
income  of  the  year  falls  short  of  the  assessed  income  by 
more  than  10  per  cent.,  should  be  abolished.  The 
adoption  of  the  foregoing  suggestions  would  remove 
the  necessity  for  it.  It  is  often  overlooked  in  practice. 

4807.  (30)  At  present  the  farmer  is  treated  far  more 
generously  than  any  other  taxpayer.  If  his  profits  are 
less  than  double  the  amount  of  his  rent  the  assessment 
is  reduced  accordingly,  but  if  they  are  more  the 
Revenue  cannot  claim  tax  on  the  excess.  It  is  a case 
of  heads  he  wins  and  tails  the  Revenue  loses. 
Farming  is  a “ mixed  ” business,  and  it  is  often  very 
difficult  to  decide  whether  a farmer’s  profits  are 
derived  from  “ the  occupation  ” of  land,  or  from  the 
exercise  of  some  other  business,  e.g.,  cattle  dealing. 
The  transfer  to  Schedule  D of  all  the  profits  derived 
from  land  used  for  any  business  would  simplify 
matters  and  would  put  farmers  on  the  same  basis  as 
other  taxpayers.  There  would  be  nothing  to  prevent 
the  Assessors  from  adopting  an  assessment  based  on 
the  rent  in  cases  where  accounts  are  not  available  and 
where  considerable  profits  are  not  likely  to  have  been 
made.  But  in  districts  where  speculative  crops  such 
as  hops  are  grown  the  present  system  is  most  unsatis- 
factory. Farm  profits  seem  to  vary,  not  in  propor- 
tion to  the  rent  paid,  but  according  to  the  nature  of 
the^  cultivation.  The  present  system  appears  to 
assume  that  a farmer  can  keep  accounts  when  his 
profits  are  small,  but  not  when  they  are  big. 

4808.  (31)  The  income  or  benefit  derived  from  the 
use  of  land  not  used  for  or  in  connection  with  a busi- 
ness, e.g.,  pleasure  grounds,  should  be  assessed  on  the 
basis  of  the  rental  value  and  should  be  treated  as  un- 
earned income  (under  Schedule  B). 

4809.  (32)  The  work  would  be  greatly  facilitated  if 
beneficed  clergy  of  the  Established ' Church  were 
assessed  in  one  sum  under  Schedule  E for  all  their 
emoluments— grants,  fees,  tithes,  glebe  rents,  &c.— on 
the  basis  of  the  net  amount  received  during  the  pre- 
ceding year.  The  present  system  is  very  involved 
and  causes  much  unnecessary  friction  and  misunder- 
standing. Easter  offerings  obviously  accrue  to  the 
clergy  by  reason  of  their  office,  and  should  not  be 
exempted.  Everyone  should  pay  in  proportion  to  his 
ability — without  regard  to  the  source  whence  his  in- 
come is  derived. 

4810.  (33)  In  the  case  of  hotels,  boarding-houses, 
and  similar  concerns,  the  allowance  of  two-thirds  of 
the  rent  or  Schedule  A assessment  as  a deduction  in 
calculating  the  occupier’s  business  profits  is  often  in- 
adequate. In  such  cases  the  authorities  should  have 
the  right  to  allow  the  full  amount  and  to  add  back  a 
round  sum  for  the  board  and  lodging  of  the  proprietor 
and  his  family. 

See  “ The  Income  Tax  in  Utopia,”  page  19,  regard- 
ing the  allowance  for  wear  and  tear. 


Suggestions  for  preventing  evasion. 

4811.  (34)  Balance  sheets  should  be  produced  where 
available.  The  adoption  of  the  suggestion  “ that  none 
but  permanent  officials  should  have  access  to  the  books 
and  documents  relating  to  the  duty  would  remove  a 
serious  objection.” 

4812.  (35)  Professional  accountants  should  be  pre- 
sumed to  know  the  rules  for  calculating  “ profits  ” for 
Income  Tax  purposes,  and  they  should  be  required  to 
show  separately  in  all  trading  and  profit  and  loss  ac- 
counts any  expenses  which  are  not  admissible  deduc- 
tions for  Income  Tax  purposes,  and  in  particular  all 
expenditure  of  a capital  nature  which  the  trader  may 
have  decided  to  charge  against  revenue.  This  would 
save  much  correspondence  between  accountants  and 
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the  officials,  and  would  make  the  latter  more  anxious 
to  have  audited  accounts  in  all  important  cases. 

4813.  (36)  To  strengthen  the  hands  of  accountants 
in  dealing  with  unscrupulous  clients  who  might  ex- 
pect them  to  assist  in  defrauding  the  Revenue,  the 
Board  of  Inland  Revenue  should  employ  one  or  two 
experts  to  check  books.  A few  cases  might  be  checked 
annually  in  each  district. 

4814.  (37)  The  penalty  for  all  offences  of  a fraudu- 
lent nature  or  attempts  at  evasion  should  always  be 
fixed  by  the  Commissioners  or  Court,  who  should  have 
the  power  to  make  the  punishment  fit  the  crime.  In 
such  cases  settlement  between  the  Revenue  authori- 
ties and  the  taxpayer  should  be  prohibited. 

4815.  (38)  Where  a taxpayer  has  not  been  ade- 
quately assessed  in  past  years  the  actual  duty  lost 
during  the  ten  preceding  years  should  be  a debt  to 
the  Revenue  and  recoverable  as  such  with  interest. 
A penalty  should  be  incurred  only  in  case  of  fraud 
or  culpable  neglect  on  the  taxpayer’s  part. 

4816.  (39)  The  best  way  to  reduce  evasion  to  a 
minimum  is  to  endeavour  to  make  the  average  tax- 
payer realize  his  obligation  to  pay  whatever  is  due, 
by  making  it  plain  that  every  effort  is  being  made 
to  do  justice  and  to  secure  fair  assessments.  If  the 
public  feel  that  the  authorities  are  determined  to  do 
this  at  all  costs,  without  regard  to  political  ex- 
pediency and  without  respect  of  persons,  they  will 
respond  accordingly.  The  Inland  Revenue  seems  to 
be  in  need  of  an  ideal. 

See  also  “ The  Income  Tax  in  Utopia  ” (pages 
16-17),  for  suggestions  as  to  how  to  secure  the  proper 
incidence  of  the  tax. 

General. 

4817.  (40)  In  the  case  of  Partington  v.  the  Attorney 
General  (1896)  Earl  Cairns,  in  giving  judgment  in  the 
House  of  Lords,  said: — “ As  I understand  the  prin- 
ciple of  all  fiscal  legislation  it  is  this : if  the  person 
sought  to  be  taxed  comes  within  the  letter  of  the  law 
he  must  be  taxed,  however  great  the  hardship  may 
appear  to  the  judicial  mind  to  be.  On  the  other 
hand,  if  the  Crown,  seeking  to  recover  the  tax, 
cannot  bring  the  subject  within  the  letter  of  the  law, 
the  subject  is  free,  however  apparently  within  the 
spirit  of  tbe  law  the  case  might  otherwise  be.  In 
other  words,  if  there  be  admissible  in  any  statute 
what  is  called  an  equitable  construction,  certainly 
such  a construction  is  not  admissible  in  a taxing 
statute,  where  you  can  simply  adhere  to  the  words  of 
the  statute.”  This  rule  as  to  the  construction  of 
Taxing  Acts  is  unfortunate  and  has  tended  to  make 
taxpayers  think  that  they  are  entitled  to  pay — not 
their  fair  share  according  to  the  spirit,  of  the  Acts 
and  intention  of  the  Legislature — but  as  little  as  the 
letter  of  the  law  demands.  This  has  resulted  in 
avoidable  disputes  and  litigation,  and  in  the  grow- 
ing practice  of  calling  in  the  aid  of  experts  in  order 
to  take  advantage  of  the  weak  points  in  the  law. 
Would  it  not  be  possible  to  indicate  the  object  of  the 
Act  as  fully  as  possible  in  the  preamble,  with  a view 
to  its  interpretation  in  the  spirit  rather  than  the 
letter;  or  do  we  still  refuse  to  recognize  the  fact 
that  the  letter  kills?  Interpretation  in  the  spirit 
would  reduce  litigation  to  a minimum  and  would  help 
to  revive  a sense  of  duty  on  the  part  of  the  taxpayer, 
facilitating  the  work,  ;i  nd  reducing  the  cost  of  assess- 
ment and  collection. 

[ This  concludes  the  evidence. in-chief.'] 

4818.  Chairman : You  were  formerly  a Surveyor  of 
Taxes  under  the  Board  of  Inland  Revenue? — Yes. 

4819.  You  retired  from  that  position? — I resigned 
my  position. 

4820.  I see  that  you  wrote  “ The  Income  Tax  in 
Utopia.” — I did. 

4821.  Will  you  give  your  views  to  the  Commission? 
We  have  a summary  of  your  evidence;  you  may 
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address  the  Commission  on  the  main  points. — I do  not 
think  I have  anything  to  add  to  my  written  evidence, 
beyond  emphasizing  the  paragraphs  relating  to 
administration. 

4822.  Were  you  a reformer  when  you  were  in  the 
Inland  Revenue? — I had  no  opportunity. 

4823.  How  can  we  get  more  money  for  the  Income 
Tax : can  you  tell  us  that  ? — It  depends  entirely  on 
the  rate. 

4824.  Have  you  any  points  upon  which  you  wish 
to  address  the  Commission  in  addition  to  your  state- 
ment, to  enforce  your  argument? — I should  like  to 
call  attention  to  paragraph  3 with  regard  to  the 
suggestion  of  having  a low  flat  rate  for  deduction 
at  the  source  instead  of  deducting,  as  is  done  at 
present,  at  the  highest  rate.  The  adoption  of  a low 
rate  for  taxation  at  the  source  would  simplify  matters 
from  an  administration  point  of  view  immensely,  and 
it  would  help  the  officials  to  avoid  errors  and  over- 
charges, and  in  that  way  there  would  be  less  chance 
of  evasion  than  there  is  at  present. 

4825.  Are  you  speaking  now  as  an  ex-official,  or  are 
you  speaking  with  independent  views? — I am  speaking 
with  independent  views,  but  I naturally  look  at  it 
from  the  point  of  view  of  the  ex-official,  getting  the 
proper  amount  of  revenue  from  each  taxpayer. 

4826.  Is  the  organisation  for  collecting  the  tax 
perfect,  in  your  view? — No,  it  is  very  imperfect. 

4827.  Let  us  have  your  views  on  that.  Be  quite 
frank ; although  there  are  officials  representing  the 
Inland  Revenue  here,  they  are  not  Inland  Revenue 
people  for  the  time  ? — In  the  first  place  it  is  necessary, 
it  seems  to  me,  to  give  the  Inland  Revenue  power  to 
draw  up  Regulations,  and  to  confine  the  provisions 
that  are  set  forth  in  the  Act  only  to  what  is  essential, 
so  that  the  Inland  Revenue  may  be  free  to  keep  them- 
selves up-to-date.  The  Inland  Revenue  is  hampered 
at  present  because  many  of  the  provisions  in  the  Acts 
are  obsolete.  The  present  Act  is  based  on  the  old  Act 
of  1842.  It  is  rather  like  a business  man  trying  to 
carry  on  business  with  machinery  set  up  in  1842. 
overhauled  in  1880,  and  just  tampered  with  ever 
since;  whereas  if  the  Act  confined  itself  to  essential 
matters,  that  is  to  say  prescribing  the  exact  amount 
that  each  taxpayer  shall  be  taxed,  by  which  I mean 
the  method  in  which  his  liability  is  to  be  determined, 
it  need  not  say  anything  as  to  the  exact  system  under 
which  that  is  to  be  earned  out ; that  could  be  left  to 
the  Board  of  Inland  Revenue.  It  does  not  matter, 
it  seems  to  me,  to  the  taxpayer,  so  long  as  he  is  taxed 
at  the  right  amount,  what  method  is  adopted,  pro- 
vided it  is  reasonable. 

4828.  On  paragraph  5,  Life  Insurance,  what  have 
you  to  say? — That  refers  to  a suggestion  in  my 
pamphlet — “ The  Income  Tax  in  Utopia  ” — that  it 
would  be  better  to  do  away  with  the  Life  Assurance 
allowance  altogothor,  or  to  allow  10  per  cent.,  which 
would  be  quite  easy.  The  present  system  involves  a 
lot  of  trouble.  You  have  to  examine  Life  Assurance 
receipts  and  bother  people  considerably  in  order  to 
make  the  proper  allowances.  Some  people  get  much 
larger  allowances  than  they  ought  to  have,  simply 
because  they  can  afford  to  pay  more  than  others  for 
Life  Insurance.  It  is  not  merely  a provision  for  old 
age  or  dependants;  it  is  often  a form  of  investment, 
and  this  does  not  seem  to  be  in  keeping  with  the  spirit 
of  the  allowance,  namelv,  to  encourage  providence. 

4829.  Mr.  McLintock : You  do  not  suggest  limiting 
the  allowance  to  one-tenth  instead  of  one-sixth,  but 
merely  to  give  everyone  a flat  deduction  of  one-tenth 
ot  their  income? — Limiting  it  to  one-tenth  instead  of 
one-sixth;  but  that  is  only  a suggestion.  Then  if  you 
have  a low  flat  rate  for  deduction  you  have  to  make 
some  provision  for  dealing  with  the  Super-tax  of 
persons  who  reside  abroad. 

4830.  Chairman:  In  your  paragraph  7 you  suggest 
that  the  tax  should  be  made  permanent  — That  is 
simply  to  save  a lot  of  formalities  which  have  to  be 
gone  through  now,  and  which  waste  a considerable 
amount  of  time.  Collectors  have  to  be  re-appointed 
every  year;  the  Clerk  to  the  Commissioners  has  to  be 
re-appointed  every  year;  all  that  could  be  avoided. 
Meetings  have  to  held  all  over  the  country  to  appoint 
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Collectors,  and  to  appoint  Assessors.  All  that  could 
be  avoided  if  you  make  the  tax  permanent,  collectible 
annually,  and  one  appointment  to  serve  until  a Col- 
lector is  dismissed  or  until  he  resigns. 

4831.  Is  there  a large  cost  to  the  Inland  Revenue 
in  making  these  yearly  appointments? — It  simply 
wastes  the  time  of  the  officials,  who  already  have  quite 
enough  to  do.  It  all  means  more  wear  and  tear,  and 
all  for  nothing  at  all  really. 

4832.  Then  you  say  the  Assessor  to  be  abolished? — 
Yes.  I suggest  that  simply  because  the  two  offices, 
Assessor  and  Collector,  can  be  easily  combined.  At 
the  present  time  the  Assessor  is  very  often  the  Col- 
lector, hut  he  need  not  be.  In  a parish  you  may  have 
an  Assessor  and  a separate  Collector.  The  Assessor’s 
duties  ought  to  be  transferred  in  large  measure  to  the 
Surveyor.  The  local  Assessor  and  Collector  are  at 
present  appointed  by  the  Local  Commmissioners.  If 
they  were  appointed  by  the  Board  of  Inland  Revenue 
some  of  the  duties  of  the  Assessor  could  be  very  con- 
veniently transferred  to  the  Surveyor,  who  at  the  pre- 
sent time  very  often  does  the  Assessor’s  work  for  him. 

4833.  Are  they  both  civil  servants? — No,  the 
Assessor  and  the  Collector  are  not  civil  servants  at 
all;  they  are  appointed  by  the  Local  Commissioners. 

4834.  Both  of  them? — Both  the  Assessor  and  Col- 
lector, but  paid  by  the  Board  of  Inland  Revenue. 

4835.  Is  it  on  the  ground  of  economy  that  you  would 
have  the  Assessor  abolished? — No,  the  real  reason  is 
to  avoid  dual  control.  You  cannot  have  efficiency 
under  the  present  system,  and  you  never  will  as  long 
as  you  have  Assessors  and  Collectors  appointed  by  the 
Local  Commissioners,  but  paid  by  the  Inland  Revenue. 

4836.  Mr.  Synnott : Did  the  witness  say  that  the 
Assessor  and  Collector  was  the  same  person  ? 

4837.  Chairman  : No,  he  says  they  are  different;  but 
he  says  that  he  wants  the  Assessor  abolished. — They 
may  he  the  same  person. 

4838.  Mr.  Synnott:  Are  they  ever  the  same? — Yes, 
they  often  are  in  practice,  but  they  need  not  be. 

4839.  Chairman  : You  suggest  that  they  hold  the 
dual  office  ? — They  need  not ; sometimes  they  do,  and  in 
other  cases  they  do  not.  In  some  cases  you  have  two 
different  men  doing  the  work. 

4840.  Mr.  McLintock : Your  suggestion  simply  is 
this : that  the  Assessor’s  duty  should  be  part  of  the 
ordinary  clerical  duties  of  the  Inland  Revenue  office? 
— That  is  so. 

4841.  The  Collector,  of  course,  being  simply  the  man 
who  deals  with  the  cash,  just  as  a cashier  in  a big 
business,  as  part  of  the  undertaking? — Yes,  he  would 
iust  take  the  cash  like  a cashier. 

4842.  Your  main  point  is  that  the  assessing  could  be 
perfectly  well  carried  out  as  part  of  the  ordinary 

clerical  duties  of  the  local  Surveyor’s  office? It 

c-ould,  and  the  Collector  could  be  made  use  of  in  that 
connection,  because  he  has  nothing  to  do  during  the 
assessing  period ; he  could  be  most  conveniently  used 
to  assist  in  that  work,  but  in  the  actual  making  of  the 
assessments  he  should  have  no  voice  at  all.  As  a 
matter  of  fact,  in  practice,  he  has  not  any  voice  now. 
He  has  in  theory  and  in  law,  but  not  in  practice. 

4843.  A Collector  may  collect  for  a whole  district 
or  a whole  county?— It  may  be  so  arranged.  You 
would  have  to  cut  your  cloth  to  suit  the  conditions. 
He  could  collect  for  several  parishes  in  any  case.  It 
depends  on  the  volume  of  work.  Each  small  town 
would  require  one  Collector. 

4844.  Mr.  Kerly:  You  have  divided  your  paper  into 
two,  and  you  attach  more  importance  to  the  adminis- 
trative suggestions  with  which,  of  course,  you  were 
very  familiar  as  a Surveyor? — Yes. 

4845.  Just  a word  or  two  first  of  all  about  your  sub- 
stantive proposals.  You  think  the  wife  allowance  is 
inadequate? — I do. 

184G.  What  figure  do  you  propose  that  it  should  be 
put  at?— I am  not  in  a position  to  suggest  a figure. 


4847.  You  suggest  that  the  figure  should  be  con- 
sidered by  arriving  at  a standard  of  income  necessary 
for  a healthy  existence;  can  you  define  that  in  any 
other  way? — That  depends  on  the  purchasing  power 
of  money,  surely.  I am  hardly  in  a position  to  offar 
any  suggestion. 

4848.  And  also  there  is  a difficulty,  is  there  not, 
that  the  cost  of  existence  varies  very  much  accord1- 
ing  to  local  circumstances? — Yes.  You  would  have 
to  leave  a margin ; I do  not  see  how  you  are  going  to 
do  justice  otherwise. 

4849.  Do  you  suggest  that  the  present  limit  of 
£130  is  inadequate? — At  present  prices  I should  say 
yes,  but  I am  not  in  a position  to  offer  any  evidence 
on  that.  I think  that  ought  to  be  decided  by  Parlia- 
ment. 

4850.  Why  do  you  suggest  that  the  differentiation 
between  the  earned  and  unearned  income  should  stop 
at  £1,000? — Because  you  cannot  define  earned  income 
with  justice.  You  cannot  produce  a satisfactory 
definition  of  earned  income. 

4851.  You  mean  that,  for  the  reason  you  have  in- 
dicated here,  when  you  get  an  earned  income  beyond 
£1,000  it  is  more  akin  to  unearned  income  in  parts 
than  a small  earned  income? — There  is  an  element  of 
unearned1  income  in  it. 

4852.  That  element  is  very  variable,  is  it  not?— 
Quite  so. 

4853.  Then  you  suggest  that  the  Super-tax  should 
begin  just  above  the  £1,000  limit.  You  have  also 
suggested  that  if  there  is  to  be  collection  at  the  source 
there  must  be  some  standard  rate  at  which  the  deduc- 
tion is  to  be  made? — Yes. 

4854.  That  is  now  6s.  ; do  you  think  that  is  too  high 
a figure? — Yes.  The  6s.  is  the  full  rate  at  present. 

4855.  Yes,  that  is  if  you  treat  Income  Tax  apart 
from  Super-tax ; if  you  treat  the  whole  as  one  system 
it  is  what  I call  the  standard  rate? — That  is  so. 

4856.  Have  you  any  suggestion  as  to  what  would  be 
the  proper  rate,  assuming  the  present  graduation? — 
It  depends  entirely  on  the  yield  you  want  from  your 
tax. 

4857.  I am  asking  you  as  to  the  rate  you  are  to 
select  for  the  purpose  of  deduction,  supposing  all  the 
figures  of  tax  remain  the  same;  do  you  suggest  that 
6s.  is  too  high  a rate  for  the  purpose  of  deduction  ; 
I understood  that  you  did? — Yes,  I do. 

4858.  Now  I want  to  know,  first,  what  rate  you  sug- 
gest, and  then  why  you  fix  upon  your  figure?  What 
rate  do  you  suggest  instead  of  6s.  ? — I do  not  suggest 
any  rate.  I think  the  rates  must  vary  from  time  to 
time,  according  to  the  needs. 

4859.  You  are  not  following  me.  Assume  that  the 
tax  on  each  individual  taxpayer  is  exactly  the  same  as 
at  present,  the  same  rate  and  the  same  scale : now  at 
some  point,  which  at  present  is  6s.,  you  make  your 
deduction.  You  say  6s.  is  too  high.  What  figure  do 
you  suggest  instead— 3s.  6d.,  or  something  of  that 
sort? — A rate  of  that  sort  would  be  more  reasonable. 
T cannot  make  any  definite  suggestion. 

4860.  But  how  are  we  to  find  the  right  rate?  What 
considerations  ought  we  to  have  before  us? 

4861.  Professor  Pigou:  In  paragraph  3,  he  suggests 
the  appropriate  rate  on  £1,000. 

4862.  Mr.  Kerly:  I am  much  obliged.  (To  Witness) 
Do  you  adopt  that? — Yes;  taxation  at  the  source  at 
the  rate  appropriate  to  £1,000. 

4863.  Why  do  you  suggest  that  figure ?— Simply 
because  that  figure  is  the  figure  at  which  I suggest 
Super-tax  should  begin.  You  should  have  a flat  rate 
for  deduction  up  to  the  point  where  Super-tax  begins. 
Thus  you  avoid  repayments,  and  you  save  no  end  of 
trouble,  because  you  have  only  got  to  deal  with  your 
S uper-tax  afterwards . 

4864.  Is  it  your  view  that  there  would  he  an  ad- 
ministrative saving? — A considerable  adminiofr^+ive 
saving,  and  to  the  public  a saving  of  time  and  trouble 
Instead  of  having  to  make  two  returns,  as  the  Super- 
tax payer  has  at  present,  under  the  system  T suggest 
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he  would  make  one  return  of  his  whole  income.  It 
would  be  all  taxed  up  to  the  rate  appropriate  to 
£1,000  (if  you  take  £1,000  as  the  Super-tax  limit),  and 
then  you  would  calculate  the  liability  on  the  excess  of 
his  income  over  £1,000,  and  make  him  pay  that  direct. 

4865.  Do  you  think  there  would  be  any  administra- 
tive difficulty  in  calculating  the  tax  on  the  larger  in- 
comes, if  that  plan  were  adopted? — No  more  difficulty 
than  there  is  in  collecting  Super -tax  at  present. 

4866.  Now  take  your  paragraph  3.  You  say  that 
undistributed  profits  of  companies  should  be  allocated 
to  the  shareholders.  How  is  that  to  be  done?  Would 
you  treat  the  undistributed  profits  as  if  they  were 
dividends  ? — That  is  for  Super-tax  purposes ; that  idea 
is  borrowed  from  the  Commonwealth  Income  Tax.  In 
the  Australian  Commonwealth  they  have  that  pro- 
vision. 

4867.  The  company  is  retaining  the  money? — May 
I explain  what  I have  in  view  if  this  system  that  I 
have  suggested  is  adopted?  Supposing  that  the  pro- 
prietor, or  the  practical  proprietor,  of  a private  com- 
pany, of  which  himself  and  his  wife  are  the  only  share- 
holders, or  something  of  that  sort,  a family  concern, 
wants  to  avoid  Super-tax,  what  he  would  do  is  that  he 
would  arrange  to  pay  out  in  dividends  only  a portion 
of  the  profits,  and  then  he  would  transfer  to  reserve  a 
considerable  sum. 

4868.  We  are  quite  familiar  with  the  operation. 
Now  how  do  you  propose  to  deal  with  it? — By  giving 
the  Inland  Revenue  the  right  to  divide  between  the 
shareholders  that  sum  which  is  transferred  to  reserve, 
if  they  think  fit  to  do  so. 

4869.  The  company  retains  the  money.  What  is  to 
happen  in  subsequent  years? — You  would  have  to  ear- 
mark it,  if  necessary.  I do  not  know  how  they  work  it 
in  the  Australian  Commonwealth,  but  they  do  work  it 
there. 

4870.  I do  not  see  how  it  can  be  worked  out  at  all. 
The  company  has  got  the  money;  its  individual  share- 
holders have  paid  Income  Tax  on  money  which  remains 
the  company’s  money ; the  company  is  using  it  and 
dealing  with  it.  Supposing  by  dealing  with  it  they 
earn  future  profits  which  they  distribute  later.  Is  the 
shareholder  to  pay  again? — He  would  have  to  pay  for 
Super-tax  purposes.  That  is  the  difficulty,  of  course. 
I do  not  know  how  they  get  over  it  in  the  Australian 
Commonwealth,  but  they  must  have  some  means  of 
getting  over  it. 

4871.  Personally  I should  be  glad  to  see  how  you 
could  work  it  practically;  I do  not  appreciate  how  it 
could  be  done.  Now,  passing  from  that,  I come  to 
your  administrative  suggestions.  At  present  I gather 
that  you,  as  an  experienced  officer,  think  the  ad- 
ministration is  inefficient? — I do  not  think  so,  not 
necessarily.  I think  that  the  provisions  of  adminis- 
tration could  be  improved,  and  I think  the  Depart- 
ment has  suffered  from  the  overwork  of  the  war. 

4872.  Is  this  an  unkind  description  of  it : that  they 
have  got  a secondhand  machine,  constructed  for  a 
different  business,  long  out  of  date,  and  covered  with 
super-imposed  matters? — Not  the  Inland  Revenue, 
but  the  law.  The  old  Act  of  1842  has  simply  been 
codified  in  the  Act  of  1918. 

4873.  What  is  the  greatest  blot  on  it?  Is  there 
anything  that  goes  to  the  root  of  the  trouble? — I 
think  the  suggestions  I have  made  cover  the  root,  as 
far  as  I can  see. 

4874.  Is  the  principal  proposal  that  you  should  do 
away  with  assessment  by  the  Additional  Commis- 
sioners, and  put  it  upon  the  Surveyor? — No,  that  is 
not  it.  I think  the  assessments  on  business  profits 
ought  to  be  made  by  the  Surveyor  where  he  has  the 
accounts,  but  all  the  other  cases  should  go  before  the 
Commissioners. 

4875.  You  would  make  the  Surveyor  the  Assessor, 
subject  to  some  control  by  the  Local  Commissioners? 
— Taking,  the  instructions  of  the  Local  Commissioners 
in  all  cases  where  he  has  not  got  accounts;  simply 
to  save  leakage.  That  is  my  view. 


4876.  How  would  you  provide  your  Local  Commis- 
sioners? Would  it  be  as  at  present?  Perhaps  you 
have  not  thought  of  that? — I think  they  ought  to  be 
strengthened,  but  I am  hardly  in  a position  to 
suggest  how  they  ought  to  be  strengthened. 

4877.  Do  you  suggest  that  they  should  be  nominated 
by  the  Board  of  Inland  Revenue? — I am  hardly  in 
a position  to  offer  any  opinion  on  that. 

4878.  If  you  have  not  thought  of  a subject,  just 
tell  me,  and  I will  not  trouble  you  any  further.  You 
propose  that  the  Board  of  Inland  Revenue  should 
be  able  to  make  regulations.  What  classes  of  regula- 
tions have  you  in  mind?  You  do  not  propose,  do 
you,  that  they  should  be  able  to  make  new  rules 
for  the  imposition  of  tax  or  the  collection  of  tax? — 
Certainly  not;  merely  administrative  regulations; 
that  is  all. 

4879.  Give  me  some  indication,  so  that  I may 

follow  what  you  mean.  The  idea  seems  excellent, 
but  I want  to  know  what  it  involves? — At  the  present 
moment  you  have  to  seal  the  assessments  and  arrange 
them 

4880.  Do  you  suggest  that  so  far  as  the  collection 
of  tax  goes,  apart  from  its  amount,  it  should  be 
conducted  according  to  rules  to  be  proposed  by  the 
Board  of  Inland  Revenue  and  laid  before  Parliament, 
like  other  statutory  rules?  Is  it  some  position  of 
that  kind  that  you  have  in  mind  ? — It  is  rather  diffi- 
cult to  draw  up  any  set  of  regulations  which  will 
apply  equally  well  to  every  place  throughout  the 
country. 

4881.  Are  you  speaking  of  regulations  for  collec- 
tion ? — For  assessment  and  collection ; not  for  cal- 
culating the  assessment  or  altering  the  law.  Of 
course  those  must  be  prescribed  by  Parliament. 

4882.  The  amount  of  tax  must  be  determined  by 
Parliament? — Yes,  of  course  that  must  be  so. 

4883.  If  the  Surveyor  were  made  Assessor,  would 
there  be  any  of  the  present  duties  of  the  Assessor 
which  the  Surveyor  could  not  or  ought  not  to  per- 
form?— I think  it  would  be  better  if  the  ordinary 
forms  were  served  by  the  Collector. 

4884.  Does  the  Assessor  serve  them  now? — The 
Assessor  serves  them  now. 

4885.  Then  you  would  have  the  Collector  as  an  inde- 
pendent person.  Would  you  make  him  a civil 
servant? — Yes;  I have  suggested  that. 

4886.  What  advantage  would  be  gained  ? He  would 
get  a pension,  of  course,  but  apart  from  that,  what 
advantage  would  be  gained  by  making  him  a civil 
servant? — You  would  have  much  greater  security. 

4887.  Do  you  mean  against  defalcation? — Yes. 
4S88.  Does  that  ever  occur? — I have  had  one  in  my 

short  experience. 

4889.  Paragraph  9 deals  with  “ number  or  letter  " 
assessments.  That  is  where  the  taxpayer  desires  to 
conceal  his  name  from  the  taxing  body,  is  it  not? 
Does  the  number  or  letter  serve  any  other  purpose 
than  that  the  people  who  are  levying  the  tax  do  not 
know  who  it  is? — Not  that  I am  aware  of. 

4890.  Are  there  many  such  cases,  do  you  know?- 
There  are  not  a great  number,  I should  say,  from  my 
experience. 

4891.  Are  they  insignificant  in  number? — Practi- 
cally speaking,  they  are.  They  are  a nuisance. 

4892.  Then  paragraph  10,  I think,  explains  itself. 
I gather  you  are  convinced  that  it  is  necessary  to  have 
Local  Commissioners  for  the  purpose  of  assessing 
businesses  where  no  accounts  are  produced? — That  is 
so. 

4893.  For  any  other  purpose? — For  hearing  appeals 
in  such  cases. 

4894.  Would1  there  be  any  difficulty,  do  you  think, 
in  enforcing  the  rule  that  everybody,  when  called 
upon,  should  deliver  accounts? — I do  not  follow  the 
question. 

4895.  Would  there  be  any  difficulty  in  providing 
that  accounts  should  be  furnished  in  every  case,  under 
a penalty? — It  is  impracticable. 

Q 3 
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4896.  Why? — Because  so  many  people  do  not  keep 
proper  accounts. 

4897.  The  small  tradesmen? — The  small  tradesmen. 

489S.  Do  you  think  it  impracticable  to  teach  them 

to  keep  accounts  ? — I think  you  would  invite  fraud. 
If  you  compel  them  to  produce  accounts,  they  would 
produce  acoounts  which  would  not  be  perfect.  Their 
outgoings  would  not  be  properly  reoorded.  I am  not 
sure  that  the  Revenue  would  not  lose  by  it. 

4899.  It  would  be  necessary  to  go  further  and  pro- 
vide that  regular  business  books  should  be  kept,  and 
to  extend  your  penalty  to  that?— Yes;  I do  not  like 
the  idea  at  all ; I think  it  is  impracticable. 

4900.  Now  paragraph  12:  “ Appeals  to  the  Special 
Commissioners  should  be  confined  to  points  of  law.” 
Would  you  allow  no  appeal  on  the  facts? — Not  to  the 
Special  Commissioners. 

4901.  To  whom  would  you  allow  an  appeal  on  points 
of  fact? — To  the  Local  Commissioners. 

4902.  Are  the  Local  Commissioners,  according  to 
your  experience,  a satisfactory  appellate  body  ? — I 
think  they  ought  to  be  strengthened,  but  they  are 
more  satisfactory  than  the  Special  Commissioners  on 
points  of  fact. 

4903.  Putting  aside  the  case  of  a few  big  towns, 
such  as  Liverpool  and  Glasgow  and  I dare  say  some 
others,  are  not  the  Local  Commissioners  very  unsatis- 
factory as  an  appellate  body?  Do  they  ever,  in  fact, 
according  to  your  experience,  listen  judicially  until 
they  have  mastered  the  facts  of  the  particular  case, 
as  a judge  would? — I think  they  try  to  do  rough 
justice,  especially  in  the  case  of  the  small  trader.  On 
technical  matters  I think  they  want  strengthening. 

4904.  Especially  in  the  case  of  people  they  happen 
to  know  in  the  neighbourhood? — They  can  form  a 
better  opinion  as  to  the  size  of  a local  business. 

4905.  I suggest  this  to  you — only  by  way  of  inquiry, 
because  I do  not  pretend  to  have  any  knowledge  of  it. 
They  are,  of  course,  unpaid  people,  and  they  are  un- 
practised in  dealing  with  litigation  or  any  similar 
matters? — A good  many  of  them  are  Justices  of  the 
Peace. 


4906.  Without  the  assistance  of  the  Justices’  Clerk  ? 
— That  is  so. 


4907.  I make  the  suggestion  for  your  consideration, 
that  they  generally  think  that  two  or  three  minutes 
for  an  appeal  is  quite  enough,  whatever  the  complica- 
tion of  the  facts? — That  depends  on  the  Commis- 
sioners. I have  had  Commissioners  who  take  a lot  of 
trouble. 


4908.  Why  is  an  appeal  to  the  Special  Commis- 
sioners on  points  of  fact  unsatisfactory  ?— Because 
they  have  no  local  knowledge. 


4909.  Is  there  no  means  of  bringing  the  local  know- 
ledge before  them,  by  witnesses  ?— It  is  very  difficult. 

4910.  It  is  very  unsatisfactory,  is  it  not,  that  a per- 
son sitting  as  a judge  should  act  upon  his  own  know- 
ledge, or  assumed  knowledge,  which  has  not  been  com- 
municated to  the  parties,  and  has  never  been  criti- 
cised? As  a lawyer,  it  gives  me  a horrible  shock  that 
any  body  should  think  of  doing  it.  Do  you  think  that 
is  satisfactory  ?— But  is  not  the  Income  Tax  in  rather 
a different  category  from  ordinary  legal  questions? 


, +9  ,1  d°  ?ot.see  vvhy  ii;  should  be— on  a question  of 
tact.  May  I give  you  an  example?  Supposing  A 
returns  his  profits  at  £350;  he  has  not  kept  proper  ac- 
counts,  and  he  admits  it;  the  Surveyor  is  of  opinion 
that  he  is  making  more  than  £350;  there  is  no  definite 
evidence  on  either  side;  he  asks  to  be  assessed  by  the 
Special  Commissioners,  and  he  appeals  to  the  Special 
Commissioners.  The  Surveyor  can  only  say  that  the 
man  has  not  got  accounts,  and  he,  the  Surveyor, 
thinks  he  ought  to  be  assessed  at  £400.  The  Special 
Commissioners  are  completely  in  the  dark.  Tliev 
make  a shot;  they  can  do  nothing  else.  They  can 
either  accept  the  Surveyor’s  recommendation  or  make 
a guess  5 'and  when  it  comes  to  the  appeal  they  are  in 
exactly  the  same  position.  Now  the  Local  Commis- 
sioners are  in  a better  position,  in  a ease  of  that  sort, 


to  do  justice.  It  may  be  that  the  taxpayer  is  to  blame 
for  not  keeping  accounts,  but  knowing  the  number  of 
business  men  who  do  not  keep  accurate  accounts — 
who  will  not  bo  bothered — it  will  never  do  to  penalize 
the  whole  lot  of  them. 

4912.  Lociil  Commissioners  may  say:  “because  he 
lives  in  a big  house,  or  because  his  wife  had  a new 
dress  last  week,  we  think  he  must  be  earning  more 
than  £500  a year  ”? — I think  it  is  more  than  that  as 
a rule.  I think  they  try  to  do  rough  justice  by  com- 
paring the  sizes  of  different  businesses. 

4913.  On  that  you  are  satisfied  with  the  present 
position,  subject  to  strengthening  the  Local  Commis- 
sioners?— Yes,  give  them  some  strengthening. 

4914.  What  do  you  say  to  the  suggestion  that  they 
should  also  have  a clerk  as  competent  for  this  par- 
ticular work  as  the  ordinary  Justices’  Clerk  is  for  his 
work? — That  would  be  all  the  better. 

4915.  Mr.  Warren  Fisher:  Mr.  Kerly,  might  I 
interject  one  question  at  this  point? 

4916.  Mr.  Kerly:  If  you  please. 

4917.  Mr.  Warren  Fisher:  In  regard  to  Special 
Commissioners  in  Great  Britain,  is  it  not  the  case 
that  it  is  at  the  option  of  the  taxpayer  whether  he  is 
assessed  by  the  Special  Commissioners? — That  is  so. 

4918.  And  it  is  at  the  option  of  the  taxpayer 
whether  he  appeals  to  the  Special  Commissioners 
against  a local  assessment  ?— That  is  so.  The  point  is 
that  you  cannot  refuse  to  let  a man  be  assessed  by 
the  Special  Commissioners. 

4919.  At  his  option? — At  his  option. 

4920.  Mr.  Kerly  : I am  much  obliged.  (To  Witness ) 
—Now  passing  on  to  paragraph  19,  you  suggest  that 
the  three  years’  average  should  be  abandoned.  Is 
vour  proposal  that  last  year’s  actual  income  should 
be  taken?— That  is  so. 

4921.  Apart  from  bridging  over  difficulties  in 
passing  from  one  system  to  another,  do  you  think 
there  would  be  any  difficulty  about  that?— It  ought 
to  be  quite  possible. 

4922.  Do  you  anticipate  there  would  be  any  adminis- 
trative difficulty  about  it?— I do  not;  nothing 
insuperable. 

4923.  Mr.  McLintock : With  regard  to  the  adminis- 
tration question  dealt  with  in  your  paragraph  No.  10, 

I take  it  that  generally  you  think  the  whole  of  the 
issuing  of  notices,  and  the  imposing  of  assessments, 
and  collecting  of  the  money,  should  be  in  the  hands 
of  the  Inland  Revenue  ?— Sub ject  to  the  making  of 
the  assessments  by  the  Additional  Commissioners  in 
cases  where  there  is  no  satisfactory  evidence  of  profits, 
and  of  appeals  to  the  Local  Commissioners. 

4924.  Tell  me,  in  the  first  place,  where  have  you 
gained  your  practical  knowledge  of  the  work  of  the 
Surveyor,  in  what  part  of  the  country  ?— First  of  all 
in  North  London,  then  in  Tunbridge  Wells,  then  in 
the  City,  and  then  in  Yeovil. 

4925.  Were  you  a Surveyor  in  the  City?— I was  an 
Assistant  Surveyor  in  the  city. 

4926.  And  you  were  a Surveyor  down  in  Yeovil?— 
Yes. 

4927.  You  have  had  a good  deal  of  experience  of 
Local  Commissioners  and  appeals  to  the  Local  Com- 
missioners?— I have. 

4928.  In  paragraph  11,  you  say:  “ The  assessments 
should  be  made  by  the  Surveyor  of  Taxes  in  the 
case  of  all  profits  other  than  those  derived  from  a 
business  or  profession.”  Why  do  you  except  the 
profits  derived  from  a business  or  profession  P— 
further  on  in  the  paragraph,  I think,  I give  the 
reason : because  the  personal  element  enters  into 
those  cases. 

4929.  That  is  only  in  cases  of  a business  or  pro- 
fession where  no  accounts  are  kept.  You  do  not  make 
any  qualification  there? — The  Surveyor  is  capable  of 
making  the  assessnient  where  he  has  accounts — unless 
he  thinks  the  accounts  are  doubtful. 

4930.  Is  there  any  reason  why  a Surveyor  should 
not  make  an  assessment  even  in  the  case  of  businesses 
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or  professions,  if  he  has  the  materials  before  him? — 
He  can  make  them  where  he  has  the  materials.  I 
think  he  ought  to  make  them  where  he  has  the 
materials;  to  save  leakage  of  information. 

4931.  It  is  not  clear  why  you  except  them  in  that 
paragraph  11,  I mean  on  the  assumption  that 
accounts  are  available,  and  copies  produced  to  the 
Surveyor? — I think  lower  down  I suggest  an  alterna- 
tive. I say:  “As  an  alternative  it  is  suggested  that 
the  assessments  should  be  made  by  the  Surveyor  of 
Taxes,  subject  to  the  proviso  that  lie  should  take  the 
instructions  of  two  Local  Commissioners  nominated 
by  the  General  Commissioners  in  all  cases  where  he  is 
not  satisfied  with  any  accounts,  or  where  no  accounts 
are  supplied.”  Where  he  has  properly  audited 
accounts,  I do  not  see  there  is  any  need  to  go  to 
the  Commissioners,  because  they  would  only  tell  him 
at  once:  ‘‘you  must  accept  the  accounts.” 

4932.  So  that  in  every  case  where  accounts  can  be 
produced  which  are  satisfactory  in  the  Surveyor’s 
opinion,  the  Commissioners  need  not  be  troubled? — 
That  is  what  I think. 

4933.  You  agree,  do  you,  that  generally  speaking, 
the  local  knowledge  of  Local  Commissioners  does  not 
apply  to  cities? — I agree. 

4934.  Do  you  see  any  particular  purpose  that  they 
serve  in  cities  for  making  assessments?  Have  you 
had  experience  of  Commissioners  in  any  city  but 
London  ? — Only  in  London,  not  elsewhere. 

4935.  Have  you  had  much  experience  in  London  ? — 
Not  a great  deal;  I have  attended  meetings  for  a 
year  or  two. 

4936.  Beyond  what  you  have  heard  about  other 
cities,  you  have  no  actual  working  knowledge? — Not 
of  another  large  city  outside  London. 

4937.  But  so  far  as  that  knowledge  goes,  do  you 
agree  that  the  Local  Commissioners  could  be  quite 
well  dispensed  with  in  large  cities? — It  depends  on 
how  you  propose  to  replace  them.  They  bring  in  an 
unofficial  element. 

4938.  As  presently  constituted? — They  bring  an 
unofficial  element  into  the  determination  of  an  appeal, 
which  is  of  value. 

4939.  I quite  agree  as  to  the  unofficial  element, 
but  the  special  point  you  make  for  their  continuance 
is  their  local  knowledge,  and  I suggest  to  you  that 
in  cities  they  have  no  local  knowledge  worth  having, 
with  regard  to  the  general  taxpayer  who  does  not 
produce  accounts? — I think,  generally  speaking,  you 
are  correct. 

4940.  In  paragraph  11  you  say:  “If  permanent 
whole  time  Collectors  were  appointed,  the  assess- 
ments in  question  might  be  made  by  the  Surveyor 
and  the  Collector.”  Why  do  you  bring  the  Collector 
into  that? — Because  the  Surveyor’s  local  knowledge 
is  limited.  He  is  moved  about.  He  is  a bird  of 
passage;  and  the  Collector  is  there  longer;  he  may 
have  some  more  local  information. 

4941.  Is  it  your  experience,  in  a country  district, 
that  the  type  of  man  who  is  Collector,  even  a good 
type,  is  capable  of  assessing  his  neighbour’s  income? — 
No ; I think  ho  ought  not  to  do  so  in  a country  dis- 
trict at  all.  I think  the  other  alternative  is  fair 
better. 

4942.  Do  you  not  think  it  is  better  to  keep  the 
Collector  in  his  own  sphere,  that  of  handling  the 
money? — I think  it  is. 

4943.  And  leave  the  Surveyor  to  do  his  work  with- 
out the  Collector? — Yes : giving  the  Surveyor  the 
right  to  ask  for  information  which  he  wants  from  the 
Collector. 

4944.  I gather  that  your  suggestion  is  that  a great 
deal  of  assessment  might  be  done  at  one  place,  say, 
a man’s  residence.  He  makes  the  return  from  his 
residence  of  all  his  taxable  income?— Yes. 

4945.  Do  you  not  think  the  present  bodies  of  Local 
Commissioners,  constituted  as  they  are,  make  the 
average  taxpayer  disinclined  to  have  his  whole  income 


dealt  with  from  one  place;  they  do  not  want  their 
neighbours  to  know  how  much  income  they  have?-- 
But  would  that  happen  at  all  if  you  adopt  the  sugges- 
tions I have  made? 

4946.  You  make  a separate  suggestion  not  to  have 
a man  assessed  in  half  a dozen  different  places? — 
Quite  so. 

4947.  I sugest  that  if  he  is  to  be  assessed  in  one 
place,  he  may  object,  so  long  as  the  present  Local 
Commissioners  are  constituted  and  drawn  from  his 
neighbours? — Yes,  and  so  long  as  the  books  and  docu- 
ments are  the  property  of  the  Local  Commissioners, 
and  not  the  property  of  the  Board  of  Inland  Revenue. 

4948.  I quite  agree  with  you.  I am  entirely  of  your 
opinion  that  should  be  abolished.  I do  not  think  the 
Local  Commissioners  and  their  Clerks  should  have 
anything  to  do  with  them.  Leave  them  entirely  with 
the  Surveyor.  You  make  rather  a sweeping  sugges- 
tion here.  You  say:  “ The  Surveyor  should  have  the 
rio-ht  to  surcharge  in  any  particular  case,  provided 
he3  notifies  the  taxpayer  accordingly.”  It  is  very 
simple  to  notify  a taxpayer  that  you  are  going  to  sur- 
charge him,  but  do  you  seriously  suggest  that  power 
should  be  given  to  every  Surveyor  ? — Provided  there  is 
a penalty  on  the  Surveyor  for  making  a vexatious 
charge,  as  there  is  at  present. 

4949.  What  sort  of  penalty  is  there  on  the  Sur- 
veyor?— I forget  the  exact  amount,  but  there  is  a 
penalty  on  the  Surveyor  for  making  a vexatious 
charge. 

4950.  Have  you  ever  known  of  one  being  imposed: 

No;  I cannot  say  I have  made  any  vexatious 

charges. 

4951.  I am  not  referring  to  you.  Did  you  ever 

hear  of  a penalty  being  imposed  on  a Surveyor  for 
making  a vexatious  charge?— No,  I have  not^  That 
suggestion  of  mine  is  to  meet  this  difficulty.  Suppos- 
ing that  the  Surveyor  has  circumstantial  evidence- 
nothing  definite,  but  circumstantial  evidence— which 
leads  him  to  conclude  that  a taxpayer  who  does  not 
keep  accounts,  and  who  has  returned,  say  £400,  is 
really  making  considerably  more  than  that,  and  he 
cannot  persuade  the  Additional  Commissioners  that 
such  is  the  case;  they  say:  “ No,  we  think  he  is  only 
making  £400,  and  we  will  assess  him  on  £40U  ; i 

think  the  Surveyor  should  have  the  right  to  take  the 
responsibility  upon  himself,  and  send  the  man  formal 
notice  that  he  has  surcharged  him,  and  make  him 
prove  that  his  profits  are  less. 

4952.  I quite  agree  it  is  very  desirable  in  many  cases 
to  do  that.  You  propose  to  give  the  taxpayer  a full 
right  of  appeal?— Yes,  of  course.  Then  the  Surveyor 
takes  the  lull  responsibility  for  the  step  ; he  is  the  only 
one  who  has  the  information. 

4953.  It  might  be  liable  to  abuse?— That  would  be 
asking  for  trouble,  and  I do  not  think  any  Surveyoi 
would  embark  on  that,  unless  he  was  very  sure  of  his 
ground. 

4954.  With  regard  to  paragraph  12,  as  to  appeals  to 
the  Special  Commissioners  and  their  lack  of  local 
knowledge,  you  told  Mr.  Kerly  that  your  only  objec- 
tion to  Special  Commissioners  was  owing  to  their  lack 
of  local  knowledge? — Yes. 

4955.  That  is,  you  have  a small  shopkeeper  who  says 
his  income  is  £300,  and  the  Surveyor  says  it  ought  to 
be  £400.  The  Special  Commissioners  have  probably 
less  knowledge  than  the  Surveyor  of  that  man’s  actual 
circumstances? — Quite  so. 

4956.  Are  you  aware  that  there  are  nothing  but 
Special  Commissioners  in  Ireland  ? — I am  not  in  a 
position  to  express  any  opinion  about  Ireland. 

4957.  But  do  you  know  that  they  have  nothing  but 
Special  Commissioners? — I think  they  have  nothing 
but  Special  Commissioners  in  Ireland. 

4958.  On  paragraph  14  have  you  any  suggestions  to 
make  to  the  Commission  with  regard  to  the  present 
practice  in  connection  with  limited  companies  who 
have  proper  accounts  and  who  lodge  them  with  the 
Surveyor?  You  know  that  at  present,  in  addition  to 
producing  their  accounts  (say)  in  the  month  of 
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January  in  response  to  a request  of  the  Inland 
Revenue,  they  adjust  the  assessments  and  they  agree 
figures  with  the  Surveyor  probably  by  February  or 
March  ? — Yes. 

4959.  Do  you  know  that  they  go  through  all  the 
formality  of  filling  up  a return  afterwards,  and  they 
are  bombarded  with  forms  if  they  do  not  do  it,  though 
probably  their  assessment  was  agreed  two  or  three 
months  earlier? — I am  aware  of  that. 

4960.  Have  you  any  suggestion  as  to  how  that  addi- 
tional trouble  can  be  abolished? — It  was  one  of  the 
things  I was  aiming  at  in  paragraph  6,  where  I sug- 
gest that  the  Act  should  contain  only  what  is  essential 
for  assessment.  At  present  the  Assessor  is  bound  to 
serve  those  forms,  although  lie  knows  they  are  useless. 

4961.  Then  with  regard  to  limited  companies  who 
make  their  returns  in  a certain  way,  do  you  not  think 
that,  having  agreed  with  the  Surveyor,  they  should 
merely  have  some  simple  slip  that  they  should  sign, 
concurring  in  the  amount  they  have  agreed,  and  let 
that  be  an  end  of  it? — I see  no  objection  to  that. 

4962.  Then  in  paragraph  15  you  refer  to  the  right 
of  the  taxpayer  to  hold  up  his  tax  while  his  case  is 
under  appeal? — Yes. 

4963.  Is  it  your  experience  that  that  prevails  to  any 
considerable  extent? — I have  come  across  a good  many 
cases.  _ Of  course  you  cannot  tell  the  motive;  it  is 
impossible  to  say  definitely. 

4964.  The  motive  very  often  is  to  hang  on  to  the 
money? — Well,  you  suspect  it. 

4965.  lour  evidence  generally  on  the  amending  of 
the  rules  for  calculating  income  is  that  all  assessments 
should  be  based  on  the  preceding  year’s  income  for  all 
purposes? — Yes.  What  I am  aiming  at  in  the  sug- 
gestion is  that  it  ought  to  be  possible  to  calculate 
every  taxpayer’s  liability  by  simply  calling  upon  him 
to  make  a return  of  his  actual  income  in  the  preceding 
year,  and  then  the  officials  can  do  the  rest. 

4966.  Then  with  regard  to  abatements  and  reliefs 
generally,  you  do  not  suggest  he  should  have  the 
right  to  come  along  when  the  actual  income  of  the 
year  is  known? — Not  if  he  is  always  assessed  on  the 
preceding  year’s  income.  Surely  it  works  practically 
right  in  the  end. 

4967 . You  mean  just  as  the  Super-tax  is  at  present. 
The  income  of  the  preceding  year  is  final  for  Super- 
tax purposes? — Yes,  for  Super-tax  purposes,  based  of 
course  on  the  Income  Tax  assessment. 

4968.  Never  mind  how  it  is  arrived  at,  the  preceding 
year’s  income  is  final.  You  want  that  to  apply  for  all 
purposes? — -Yes,  for  all  purposes. 

4969.  You  raised  a point  which  it  is  very  necessarv 
should  be  cleared  up ; that  is  on  the  question  of  asses‘- 
sing  interest  and  income  of  that  description  for  broken 
periods.  That  is  paragraph  24.  You  carry  that 
principle  out  with  regard  to  non-recurring  profits  as 
weU  ? — Yes,  that  is  to  simplify  procedure.  At  present 
you  ought  strictly  to  make  assessments  for  the  pre- 
ceding year. 

4970.  Mr.  Syrmott:  You  were  never  in  Ireland?— 
No. 

4971.  You  know  that  the  practice  there  is  that  the 
Surveyor  makes  the  assessments;  or  you  may  take  it 
from  me  that  that  is  so.  You  have  used  an  expression 
or  phrase  which  rather  alarmed  me,  I confess.  You 
suggest  that  in  a doubtful  case  the  Surveyor  should 
get  information  from  the  Collector  ?— He  should  have 
that  power. 

4972.  Get  information,  I presume,  as  to  persons  to 
assess  and  so  on? — At  present  the  Assessor  sends  in  a 
list  of  liable  persons. 

4973.  Was  that  expression  or  phrase  used  on  the 
assumption  that  the  Collector  was  to  be  a proper  civil 
servant? — Yes,  so  that  he  might  communicate. 

4974.  You  are  aware  that  in  Ireland  the  Collector 
may  be  a local  farmer  or  tradesman  ?— Yes ; he  may 
be  in  England,  too. 


4975.  You  would  not  suggest  that  the  Surveyor 
should  go  to  him  for  information? — Not  unless  he  is 
a permanent  whole  time  official. 

4976.  If  you  have  an  assessment  by  the  Surveyor 
do  you  consider  it  essential  that  he  should  have  some 
local  persons  to  assist  him,  first  of  all,  in  ascertaining 
the  persons  who  may  be  liable  to  tax,  and,  secondly, 
on  the  question  of  the  amount  of  the  assessments? — I 
think  the  local  Collector  should  send  in  a list  of 
persons  likely  to  be  liable  to  tax,  and  the  Surveyor 
should  make  the  assessment,  subject  to  taking  the 
instruction  of  the  Commissioners. 

4977.  I cannot  find  out  from  your  evidence  exactly 
what  you  propose  the  Collector  should  do.  Is  the 
Collector  to  collect  or  is  he  to  furnish  a list  of  names 
for  assessment  as  well? — He  is  to  do  both. 

4978.  Do  you  suggest  that  he  does  that  or  that  he 
should  do  it  ? — As  a matter  of  fact  he  does  it  at  present 
where  he  is  both  the  Assessor  and  the  Collector. 

4979.  Do  you  think  it  is  right  that  a perfectly 
unofficial  person  holding  no  responsibility  to  the  State 
at  all,  with  undefined  duties  in  that  respect,  should 
furnish  a list  of  names? — No,  I make  my  suggestion 
on  the  assumption  that  he  is  made  a permanent  whole 
time  official. 

4980.  Then  he  ceases  to  be  only  a Collector? — He 
becomes  a civil  servant. 

4981.  He  would  be  a great  deal  more  than  a Collec- 
tor?— You  could  call  him  Collector  and  Assessor. 

49S2.  Are  there  not  great  objections  to  making  a 
person  who  is  a Collector  anything  more  than  a 
Collector? — The  difficulty  is  how  you  are  going  to 
replace  him. 

4983.  Are  there  not  great  objections,  which  I think 
must  occur  to  you  at  once? — Not  if  he  is  whole  time 
official ; not  if  he  is  a permanent  civil  servant. 

4984.  I do  not  like  to  suggest  objections.  I think 
that  they  are  so  obvious  that  they  will  be  present  to 
most  of  the  members  of  the  Commission.  You  suggest 
this  in  paragraph  30,  to  which  nobody  has  alluded 
yet:  “At  present  the  farmer  is  treated  far  more 
generously  than  any  other  taxpayer.  If  his  profits 
are.  less  than  double  the  amount  of  his  rent  the  assess- 
ment is  reduced  accordingly,  but  if  they  are  more 
the  Revenue  cannot  claim  tax  on  the  excess.  It  is  a 
case  of  heads  he  wins  and  tails  the  Revenue  losses.”  Is 
there  not  some  ground  for  saying  that  the  proposition 
is  quite  the  other  way?  Is  not  the  present  Income 
Tax  provision  on  that  point  on  the  assumption  that 
the  farmer  does  make  as  profit  double  his  valuation?  - 
He  has  a right  of  appeal. 

4985.  If  that  assumption  is  not  correct  there  is  no 
point  in  your  paragraph  at  all,  is  there?— Yes;  I am 
for  sweeping  away  every  assumption. 

4986.  But  you  are  aware  that  that  provision  was 
put  in  during  the  war,  without,  I think,  any  evidence 
being  collected  on  the  point,  and  the  Agricultural 
Department  is  now,  I think,  obtaining  a Tot  of  evi- 
dence which  seems  to  show  that  that  is  a wrong 
assumption? — I do  not  express  any  opinion  as  to 
whether  the  assumption  is  correct  or  incorrect;  1 
simply  suggest  that  we  ought  not  to  make  any  assump. 
tion  at  all. 

4987.  Are  you  aware  that  unless  he  proves,  with 
proper  accounts  andi  so  on,  that  his  income  is  actually 
less,  he  has  to  pay  on  double  the  valuation? — Yes,  that 
is  the  present  system. 

4988.  It  is  a provision  that  compels  the  farmer  to 
keep  accounts.  He  is  put  in  that  position  different 
from  an  ordinary  trader,  is  he  not?  An  ordinary 
trader  is  assessed,  but  he  is  not  assessed,  on  the  rate- 
able value  of  his  house,  or  anything  like  that;  he  is 
not  assessed  by  mathematical  formula? — No. 

4989.  But  here  he  is  assessed  on  a statutory  formula 
based  on  the  valuation,  and  if  he  does  not  prove  that 
his  income  is  less  (which  he  must  prove  by  accounts), 
he  has  to  pay  on  an  assessment  based  upon  his  rent?— 
That  is  so. 
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4990.  Mr.  Marks : Is  it  fair  to  say  that  your 
suggestion  in  regard  to  administration  is  that  you 
propose  to  take  a good  deal  of  power  from  the  General 
Commissioners  and  to  give  power  to  the  Board  of 
Inland  Revenue? — I think  not.  I think  my 
suggestions  would  tend  to  strengthen  the  Local 
Commissioners.  They  would  deprive  the  Special 
Commissioners  of  power.  They  would  strengthen  the 
Local  Commissioners. 

4991.  Let  me  put  it  to  you  in  this  way.  Do  not 
the  Local  Commissioners  now  appoint  both  the 
Assessor  and  the  Collector  ? — Yes. 

4992.  And  do  not  you  propose  to  make  the  Assessor 
and  Collector  into  on©  person  and  make  that  person 
a servant  of  the  Board  of  Inland  Revenue? — Yes;  he 
is  a servant  of  the  Board  of  Inland  Revenue,  but  he 
is  now  appointed  by  the  Local  Commissioners,  which 
seems  to  me  unbusinesslike. 

4993.  That  is  where  your  point  about  dual  control 
comes  in? — Yes. 

4994.  Under  whose  orders  is  he?  Although  he  is 
paid  by  the  Board  of  Inland  Revenue  is  he  under  the 
orders  of  the  Local  Commissioners? — He  has  to  take 
the  instructions  of  the  Surveyor. 

4995.  Who  appoints  the  Surveyor? — The  Surveyor 
is  appointed  by  the  Board  of  Inland  Revenue. 

4996.  And  he  is  an  official  only  of  the  Board  of 
Inland  Revenue? — That  is  so;  he  has  to  work  with 
somebody  else’s  servant. 

4997.  In  a case  of  doubt  on  the  part  of  the  Collector 
as  to  what  his  duties  were  would  he  be  obliged  to 
take  the  instructions  of  the  Surveyor  or  of  the  Local 
Commissioners? — He  would  take  the  instructions  of 
the  Surveyor. 

4998.  Supposing  he  did  not  agree  with  them  has 
he  got  any  appeal  to  the  Local  Commissioners  ? What 
I want  to  get  at  is  who  is  the  authority  who  has 
control  over  the  Assessor  and  Collector? — If  it  comes 
to  a question  of  dismissal,  of  course  it  is  the  Local 
Commissioners.  It  is  rather  difficult  to  answer  the 
question. 

4999.  You  disclaim  any  intention  to  reduce  the 
power  of  the  Local  Commissioners  and  to  put  addi- 
tional power  into  the  hands  of  the  Board  of  Inland 
Revenue? — My  idea  is  to  make  the  Local  Commis- 
sioners more  effective. 

5000.  So  far  as  I can  see  you  propose  to  make  them 
more  effective  by  taking  away  from  them  some  of 
their  existing  powers? — By  confining  their  duties 
to  the  essential  duties  of  the  Local  Commissioners. 

5001.  I will  not  go  into  the  question  of  essential 
duties.  You  are  no  doubt  aware  that  many  people, 
particularly  taxpayers,  regard  the  Local  Commis- 
sioners as  a sort  of  palladium  of  their  liberties  in  the 
matter  of  Income  Tax? — I am  aware  of  that. 

5002.  Do  you  not  think  it  would  be  rather 
dangerous,  and  would  tend  to  disturb  the  harmony 
which  has  hitherto  prevailed  in  the  administration 
of  Income  Tax,  if  anything  were  done  to  render  their 
powers  less? — The  appointment  of  the  Assessor  and 
the  Collector  has  nothing  to  do  with  that  question. 

5003.  I am  speaking  on  the  general  question  now. 
If  you  disclaim  any  intention  of  lessening  the  powers 
of  the  Local  Commissioners,  that  is  all  right;  but 
if  there  were  any  wish  generally  to  lessen  their  power 
I ask  you  whether  it  is  not  rather  a dangerous  thing, 
and  would  tend  to  disturb  the  harmony  which  has 
hitherto  been  a prevailing  characteristic  of  the 
administration  of  the  Income  Tax? — Quite  so;  I 
agree  with  you  that  it  would. 

5004.  Mr.  Walker  Clark : With  regard  to  the  Local 
Commissioners,  you  are  rather  fond  of  the  word 
“ strengthening.”  I notice  it  appears  several  times 
in  your  evidence  and  also  in  your  replies  to  questions? 
. Yes. 


5005.  You  suggest  they  should  be  strengthened. 
How? — I think  they  want  legal  strengthening. 

5006.  They  have  their  own  clerk? — Yes,  they  have 
their  clerk. 

5007.  His  chief  qualification  is  the  fact  of  his  know 
ledge  of  Income  Tax  law,  is  it  not? — Partly. 

5008.  I take  it  as  a matter  of  fact  that  the  qualifi- 
cation of  the  Clerk  to  the  Local  Commissioners  is  his 
knowledge  of  Income  Tax  law? — I think  not. 

5009.  Then  my  experience  differs.  You  do  not 
suggest  that  they  should  have  any  accountancy 
strengthening? — I do  not  think  it  is  necessary. 

5010.  I noticed  one  phrase  in  paragraph  39  that 
struck  me.  It  is  in  the  last  line:  “The  Inland 
Revenue  seems  to  be  in  need  of  an  ideal.”  I am  not 
quite  sure  what  that  means? — I think  the  Department 
is  suffering  from  the  constant  changes  that  have  been 
made  since  1907. 

5011.  Changes  in  what  way? — In  the  tax  itself. 
There  has  been  practically  no  rest  in  the  Department 
since  1907. 

5012.  But  that  has  nothing  to  do  with  an  ideal,  has 
it?  That  is  a matter  of  calculation ?— The  hurry  of 
those  years  has  tended  to  make  it  lose  its  sense  of 
proportion,  I think.  I do  not  think  that  it  has  been 
able  to  devote  its  attention  entirely  to  securing  fair 
assessments  as  between  one  taxpayer  and  another. 

5013.  Sir  W.  Trower : I want  to  ask  you  two 

questions.  1 think  that  Mr.  Marks  has  partly  covered 
one  of  them.  I will  put  it  in  this  way.  Do  not  the 
public  require  some  local  tribunal  in  which  they  have 
confidence,  such  as  the  General  Commissioners  ? — I 
think  so. 

5014.  In  your  experience,  both  from  the  view  of  the 
Crown  and  from  the  view  of  the  public,  do  the  Local 
Commissioners  satisfy  that  need? — Generally  speak- 
ing, I think  they  do. 

5015.  Have  you  known  them  to  make  any  glaring 
errors? — No.  I have  known  them  to  be  a bit  careless, 

I think,  sometimes. 

5016.  What  is  the  practice  of  Surveyors  with  regard 
to  Income  Tax  more  than  three  years  in  arrear  in 
collection?— The  Inland  Revenue  has  practically  to 
take  what  it  can  get  at  present. 

5017.  What  I want  to  know  is  whether  in  all  cases 
the  Surveyor  of  Income  Tax  demands  the  arrears  of 
Income  Tax  whether  they  exceed  three  years  or  not? 
Is  that  the  practice  ? — Whether  he  can  demand  it,  do 
you  mean? 

5018.  No,  whether  he  does  demand  it.  I am  asking 
on  the  question  of  practice?— I think  what  happens 
in  these  cases  is  that  the  taxpayer  has  usually  incurred 
penalties. 

5019.  I am  not  asking  you  that  question.  I am 
asking  you  whether  the  practice  of  Surveyors  is  to 
demand  the  amount  of  the  arrears  where  there  are 
arrears,  whether  they  exceed  three  years  or  not? — I 
think  the  practice  is  to  ask  the  taxpayer  to  make  an 
offer  in  settlement. 

5020.  The  practice,  I put  it  to  you,  is  to  ask  in  the 
first  instance  for  the  whole  of  the  arrears?— I think 
the  average  Surveyor  would  make  that  demand. 

5021.  The  average  Surveyor  asks  for  the  whole. 
Then  after  that  what  happens?  Suppose  that  the  Sur- 
veyor asks  for  20  years’  arrears,  and  they  are  paid? — 
In  practice  I do  not  think  they  ever  go  beyond  ten 
years.  I never  had  a case. 

5022.  I am  quite  content  with  ten  years;  I have 
known  it  more.  A Surveyor  asks  for  ten  years  and 
the  taxpayer  pays  it.  Is  that  so? — Assuming  that  he 
does. 

5023.  Assume  that  he  does.  Is  it  explained  to  him 
by  the  Surveyor,  before  the  receipt  of  the  ten  years’ 
arrears,  that  the  Crown,  where  there  is  no  fraud  or 
misconduct,  has  power  to  assess  him  only  for  three 
years?  What  is  the  practice?— I think  a settlement 
is  made  in  each  case  having  regard  to  the  facts  of  thd 
ease. 
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5024.  iliat  is  not  my  question,  if  you  demand  ten 
yeais  arrears  and  no  question  is  asked,  I am  askinn 
you  whether  it  is  explained  to  the  taxpayer  that  hi 

ha??!rI  c?n  0nl:>'  Eay  that  the  facts  are 
usually  put  before  the  taxpayer. 

5025.  Is  it  so?— I cannot  say  what  other  people  do. 
o026.  Did  you  in  any  case  demand  arrears  of  more 

than  three  years?— I have  had  cases  where  taxpayers 
have  defrauded  the  Revenue.  F J 


5027.  It  is  not  a question  of  defrauding  the  Re- 
venue; it  is  a question  of  mistake.  Where  they  have 
defrauded  the  Revenue,  tune  is  no  bar;  you  know 
very  well  that  they  can  assess  you  for  more  than  three 
years  and  they  can  impose  penalties ; but  where  there 
nas  been  a mistake  which  is  subsequently  discovered, 
the  taxpayer  can  be  assessed  on  three  years  if  it  is  a 
genuine  mistake,  and  three  years  only? — But  you  can 
only  assess  him  for  three  years  even  if  there  is  fraud : 
you  can  impose  penalties,  of  course,  which  enable  you 
to  get  the  loss  to  the  Revenue. 

5028.  Bub  in  the  case  which  I am  putting  to  you 
iv here  there  has  been  a mistake  and  there  has  been 
more  than  three  years,  have  you  demanded  the  larger 
sum  and  got  it,  without  any  explanation  to  the  tax 
payer?— I have  not  had  such  a case,  but  it  entireh 
depends  on  what  you  consider  a mistake. 

5029.  You  know  there  are  such  cases?— It  is  diffi- 
cult to  draw  the  line  between  a mistake  and  a fraud. 

^cLintock : There  is  one  question  7 

would  like  to  ask.  In  paragraphs  35  and  36  you  refer 
to  professional  accountants  being  presumed  to  know 
the  rules  for  calculating  profits,  and  you  go  on  to  say 
that  they  should  be  required  to  do  certain  things. 
Has  li  not  been  you  experience  that  accountants 
tcnday  do  all  that  you  there  suggest  they  should  do?-  . 

5031.  The  great  bulk  of  tax  under  Schedule  D.  is 
raised  from  the  large  taxpayers  in  trade? Yes. 

o032.  And  the  bulk  of  them  are  assessed  on 
accounts? — Yes. 

5033.  And  it  is  the  rule,  not  the  exception,  that 
tiiese  accounts  are  produced  and  agreed  between  the 
Surveyors  and  accountants  ?— Yes. 

5034.  And  most  accountants  return  to  you  all 
the  items  which  in  their  opinion,  after  checking  the 
accounts,  are  not  proper  charges  in  taking  expenses 
for  Income  Tax  purposes?— I cannot  agreee  with  that. 

5035.  Is  that  your  experience  in  the  City  of  London 
- that  accountants  do  not  do  that?- — I am  referring 
more  to  country  accountants. 

5036.  I suggest  in  the  country  districts  there  are 
practically  very  few  practising  accountants  at  all, 
and  certified  statements  are  more  or  less  unknown 
except  for  a few  odd  taxpayers?— I think  you  are 
wrong. 

5037.  I suggest  this  to  you,  at  any  rate:  that  in  the 
cities  and  in  the  big  centres,  where  the  bulk  of  the 
tax  is  raised,  what  you  suggest  should  be  done  is 
actually  done  at  the  present  moment? — It  may  be  in 
the  cities ; it  is  not  done  in  the  country. 

5038.  In  the  City  of  London  was  it  your  experience 
that  the  accountants  facilitated  and  helped  very  much 

the  adjustment  of  the  liability  with  the  Surveyors? 

In  many  cases  they  did;  in  most  cases  they  did. 

5039.  And  did  they  disclose  to  the  Surveyor  all  the 
items  in  the  accounts  which  ought  to  be  disclosed  for 
taxation  purposes  ?— It  is  rather  difficult  to  agree 
there,  because  the  Surveyors  have  to  make  a great 
many  inquiries. 

5040.  You  agree  that  there,  a :e  a lot  of  spade  work 
inquiries  which  are  sent  out  by  the  Surveyor,  it  does 


not  matter  what  sort  of  account  it  is? — That  is  so;  it 
is  to  avoid  that  that  the  suggestion  is  made. 

5041.  1 suggest  that  you  could  not  well  avoid  that 
with  some  Surveyors.  I want  to  know  whether  your 
own  experience  is  that  accountants  do  generally  carry 
out  that  work  which  you  suggest  is  something  new 
to  be  done  by  them? — Good  accountants  do. 

5042.  Then  in  paragraph  36  you  say:  “To 

strengthen  the  hands  of  accountants  in  dealing  with 
unscrupulous  clients  who  might  expect  them  to  assist 
in  defrauding  the  Revenue.”  Whom  do  you  mean  by 
t]latr — I have  come  across  cases — 

5043.  Of  unscrupulous  accountants  who  were  willing 
to  assist  their  clients  in  continuing  a fraud  knowingly 
on  the  Revenue? — No,  I was  not  going  to  say  that.  I 
was  going  to  say  that  I have  come  across  cases  where 
the  accounts  were  not  certified  by  the  accountants. 

5044.  Accountants  need  their  hands  strengthened- 
somebody  has  been  so  weak  that  he  has  fallen.  You 
refer  to  accountants  generally.  I suggest  that  you 
very  seldom  meet  that,  and  that  most  of  the  cases  of 
discovery  of  failure  to  pay  duty  have  come  from 
accountants  themselves? — My  experience  does  not 
quite  agree  with  that. 

5045.  Have  you  had  any  experience  of  accountant- 
coming along  to  disclose  the  fact  that  an  under-pay. 

raent  has  been  going  on  systematically  for  years? 1 

believe  those  cases  do  happen. 

5046.  But  you  have  no  experience  of  them?— I do 
not  remember  one  at  the  moment.  Of  oourse  the 
accountant  often  points  out  items  which  have  been 
omitted  or  overlooked. 

5047  Have  you  any  suggestion  to  offer  as  to  what 
the  duty  of  an  accountant  is  when  he  comes  across 
this  state  of  matters  and  wishes  to  have  it  put  right, 
but  is  afraid  that  his  client  is  going  to  be  criminally 
prosecuted  if  he  makes  a disclosure  and  gets  him  on 
the  right  track?— There  is  a difficulty  there,  certainly. 

5048.  Because,  remember,  your  suggestion  in  your 
next  paragraph  is  that  the  Inland  Revenue  authori- 
ties should  never  take  the  money  from  a taxpayer: 
they  must  punish  him.  In  paragraph  37  you  say: 

I he  penalty  for  all  offences  of  a fradulent  nature 
or  attempts  at  evasion  should  always  be  fixed  by  the 
Commissioners  or  Court,  who  should  have  the  power 
to  make  the  punishment  fit  the  crime.”  Which  Com- 
missioners are  to  have  the  power  to  do  that?— It 
would  be  the  Local  Commissioners,  because  under  my 
suggestion  they  would  hear  the  appeals. 

5049.  You  do  not  seriously  suggest  the  Local  Com- 
missioners having  that  power?— Or  the  Court  if  it  is 
a case  of  prosecution. 

5050.  Then  that  comes  back  to  the  question  I want 
an  answer  from  you  upon.  What  is  to  happen  when 
an  accountant  comes  along  and  voluntarily  makes  a 
disclosure  on  behalf  of  his  client  and  offers  to  pay  up 
all  the  arrears  even  for  30  years,  or  20  years,  and 
interest,  if  your  suggestion  is  to  be  carried  out  that 
the  Inland  Revenue  must  not  take  it? — I see  your 
difficulty. 

5051.  Is  the  difficulty  that  it  is  a bit  late  in  the 
day? — The  difficulty  is  that  direct  settlement  with  the 
Inland  Revenue  seems  to  me  to  encourage  other  cases 
of  fraud. 

5052.  I am  dealing  with  it  from  the  point  of  view 
of  the  professional  accountant,  with  which  these  two 
paragraphs  specially  deal.  If  your  plan  is  carried 
out,  that  the  Inland  Revenue  are  to  take  no  money, 
is  the  professional  accountant  bound  to  come  and  tell 
the  Revenue,  ought  he  to  come  and  tell  the  Revenue, 

knowing  that  his  client  may  have  to  go  to  gaol? 1 

think  he  ought,  but  I think  he  is  in  a very  difficult 
position. 

5053.  Chairman:  Thank  you  for  your  evidence. 


Mr.  L.  H.  M.  Dick,  on  behalf  of  the  Royal  National  Pension  Fund  for  Nurses,  called  and  examined. 


5054.  Chairman : You  are  the  Secretary  of  the 

Royal  National  Pension  Fund  for  Nurses? — Yes. 

5055.  You  have  come  here  1 o represent  a class  of 
persons  for  whom  it  is  not  easy  to  find  a representa- 
tive in  this  country ; that  is,  people  of  small  means 


living  in  the  Dominions  and  Colonies  and  elsewhere 
abroad,  deriving  income  from  this  country  ?• — Yes. 

5056.  Will  you  state  your  case  to  the  Commission  ? — 
Cl)  I am  secretary  of  the  Royal  National  Pension  Fund 
for  Nurses,  which  is  a mutual  and  co-operatiwB  fund 
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for  the  provision  of  annuities  to  hospital  nurses. 
The  fund  is  incorporated  under  the  Companies  Acts 
and  the  Life  Assurance  Companies  Acts.  It  is  not 
a charitable  organisation,  the  pensions  or  annuities 
being  provided  from  a fund  built  up  out  of  premiums 
contributed  by  the  nurses.  The  total  membership  at 
31st  December,  1918,  was  11,000. 

5057.  (2)  1 desire  to  call  attention  to  the  hard  case 
of  British  subjects  resident  abroad  who  derive  income 
from  the  United  Kingdom,  and  who  in  the  United 
Kingdom  would  be  entitled  to  claim  exemption  or 
abatement  of  Income  Tax. 

5058.  (3)  Under  section  26  of  the  Income  Tax  Act, 
1918,  no  exemption,  abatement,  or  relief  which  de- 
pends wholly  cr  partially  on  the  total  income  of  an 
individual  from  all  sources  shall  be  given  to  any 
person  unless  such  person  is  resident  in  the  United 
Kingdom,  with  a proviso,  among  others,  that  any 
person  who  resides  abroad  for  the  sake  of  health  may 
claim  as  if  resident  in  the  United  Kingdom. 

5059.  (4)  The  Royal  National  Pension  Fund  for 
Nurses  has  109  pensioners  who  reside  abroad,  6G  of 
them  living  in  British  Dominions  and  43  in  other 
countries.  They  are  all  women  who  have,  by  exer- 
cising the  greatest  thrift  and  self-denial,  scraped  to- 
gether during  their  working  years  sufficient  to  assure 
themselves  a small  annuity  when  past  work.  The 
pensions  payable  out  of  the  Fund  to  these  women 
range  from  a few  shillings  per  annum  to  about  £95. 
The  average  pension  paid  is  slightly  over  £27  a year. 

5060.  (5)  Under  existing  law  Income  Tax  is  de- 
ducted at  the  full  rate  (now  6s.  in  the  £)  on  payment 
of  these  pensions,  with  the  result  that  their  amount 
is  reduced  by  nearly  a third.  In  most  cases  the  pen- 
sion paid  by  this  fund  is  the  sole  source  of  income 
which  the  nurse  possesses ; but  at  the  present  time  the 
tax  deducted  reduces  the  average  pension  of  £27  to 
£18  4s.  It  is  easy  to  realize  the  crushing  effect  of 
this  huge  deduction  and  how  impossible  it  must  be 
for  these  poor  women  to  exist  except  by  public  or 
private  charity. 

5061.  (6)  From  their  point  of  view  the  position  is 
made  worse  by  the  fact  that  the  majority  are  living 
within  the  Empire — mainly  in  Australia  and  South 
Africa— and  they  feel  bitterly  that  they  should  be 
made  to  bear  so  uneven  a burden,  in  spite  of  the  fact 
they  are  under  the  British  flag ; for  the  nurse  resident 
in  the  United  Kingdom,  if  similarly  placed  financially, 
is  entitled  to  complete  exemption. 

5062.  (7)  If  the  provisions  of  Income  Tax  law  could 
be  so  amended  as  to  place  British  subjects  resident 
abroad  on  the  same  footing  as  those  within  the  United 
Kingdom,  these  old  pensioners  could  have  complete 
exemption. 

5063.  (8)  The  Departmental  Committee  on  Income 
Tax,  1905,  which  reported  in  favour  of  abolishing  the 
grant  of  exemption  or  abatement  by  reason  of  small- 
ness of  income  in  the  case  of  persons  resident  outside 
the  United  Kingdom  (Cd.  2575),  suggested  that  “ if 
it  be  thought  well  to  make  an  exception  for  British 
subjects  resident  abroad,  relief  should  be  granted  only 
on  a certificate  from  a British  Consular  Officer  (or, 
in  a British  colony,  from  the  Colonial  fiscal  authori- 
ties) that  the  claimant  has  produced  proper  evidence 
showing  that  his  income  from  all  sources  is  within  the 
limits.”  This  suggestion  was  not  acted  upon  when 
the  law  in  regard  to  repayment  claims  was  amended 
by  section  71  of  the  Finance  (1909-1910)  Act,  1910, 
but  I submit  that  it  would  have  afforded  ample  pro- 
tection against  fraudulent  claims  for  repayment. 

5064.  (9)  It  is  true  that  some  of  the  Royal  National 
Pension  Fund  pensioners  reside  abroad  for  the  sake 
of  health,  and  are  therefore  entitled  to  relief  from 
Income  Tax  under  existing  law ; but  the  delay  in- 
volved in  obtaining  repayment  is  so  great  that  with 
the  present  high  rate  even  a temporary  deduction  of 
tax  from  such  small  incomes  involves  hardship. 

5065.  (10)  With  regard  to  the  sixty-six  nurse  pen- 
sioners who  reside  in  the  British  Dominions  the  ques- 
tion is  to  some  extent  one  of  double  taxation  within 


the  British  Empire.  These  pensioners  are,  of  course, 
subject  to  taxation  according  to  the  laws  of  the 
Dominions  in  which  they  reside,  and  it  is  an  un- 
deniable hardship  that  they  should  be  further  sub- 
jected to  heavy  taxation  on  the  small  income  derived 
from  the  United  Kingdom. 

5066.  (11)  The  case  of  the  nurse  pensioners  who  re- 
side in  foreign  countries  makes  less  appeal  from  the 
patriotic  side,  but  the  individual  hardship  is  equally 
serious. 

5067.  (12)  Both  classes  can  be  readily  distinguished 
from  the  case  of  the  person  (perhaps  a foreign  mil- 
lionaire) who  has  invested  money  in  British  shares 
or  securities  from  which  he  derives  dividends.  Under 
the  law  as  administered  from  1866  to  1909  such  per- 
sons could  claim  exemption  if  the  total  income  de- 
rived from  the  United  Kingdom  did  not  exceed  £160, 
and  similarly  as  regards  abatements.  This  anomaly 
was  removed  by  the  Finance  (1909-1910)  Act,  1910, 
but  sufficient  care  was  not  taken  to  safeguard  the 
legitimate  interests  of  British  subjects  of  small  means 
resident  abroad,  with  the  result  that  great  hardship 
has  been  imposed  on  a humble  and  deserving  class. 

It  is  particularly  hard  that  a British  subject  living 
-'n  the  British  Dominions  should  be  charged  the 
highest  rate  of  United  Kingdom  Income  Tax  on  a 
small  income  which  represents  a return  of  savings 
with  interest  added,  when,  if  the  savings  had  been 
invested  here  otherwise  than  in  the  form  of  an  an- 
nuity, tax  would  either  not  be  chargeable  at  all  or 
chargeable  on  the  interest  only. 

5068.  (13)  While  I have  no  figures  showing  what 
would  be  the  total  cost  to  the  Chancellor  of  the  Ex- 
chequer of  granting  relief  to  British  subjects  of  smail 
means  resident  abroad  on  the  lines  indicated  in  the 
Report  of  the  Departmental  Committee  on  Kcome 
Tax  (Cd.  2575)  I am  confident  that  it  would  be 
negligible. 

5069.  Is  there  any  particular  point  that  you  wish 
to  call  attention  to  or  to  amplify  f— The  only  point 
I want  to  emphasize  is  that  these  unfortunate 
creatures  are  most  of  them  living  abroad,  not  because 
they  want  to,  but  because  in  many  instances  it  is  the 
cheapest  place  for  them  to  live,  and  the  income  which 
they  are  living  on  now  is  wholly  derived  from  the 
savings  of  a very  hard  lifetime.  They  are  for  the 
most  part  working  women,  and  their  working  life  is 
a short  one.  You  will  see  the  average  pension  is  a 
small  one,  an  average  of  10s.  a week,  and  out  of  this 
they  have  to  pay  at  the  present  moment  6s.  in  the  £, 
the  highest  Income  Tax  which  is  chargeable.  It  is 
peculiarly  hard  to  them  because  they  are  living 
under  the  British  flag,  and  the  majority  of  them  are 
intensely  patriotic.  There  is  no  class  of  subjects  ol 
this  country  who  have  worked  harder  or  more  loyally, 
and  at  a very  low  pay.  I think  it  is  all  in  those  few 
words. 

5070.  That  is  all  you  wish  to  say,  then?— That  is 
all  I wish  to  emphasize. 

5071.  It  is  rather  a pathetic  case  that  you  have  to 
brino-?_ It  is  horribly  so.  I have  received  dozens  of 
letters,  and  I have  copies  of  them  for  the  Commis- 
sion, if  you  care  for  me  to  read  any  of  them;  they 
are  all  on  the  same  note. 

5072.  Have  you  thought  at  all  what  amount  the 
Revenue  would  lose?-It  is  perfectly  impossible  or 
mo  to  form  any  estimate  at  all ; but  it  must  bo  in 
appreciable ; the  numbers  are  very  small. 

5073.  Sir  X.  Whittaker : Have  you  thought  of  any 
method  hy  which  these  extremely  deserving  cares 
could  he  relieved  without  endangering  the  practice 
of  the  Revenue  with  regard  to  residents  abroad 
generally? — Yes.  I think  it  would  be  possible  to 
make  quite  certain  that  their  incomes  were .within Vie 
limit,  whatever  the  limit  is.  I do  not .think there 
would  be  the  slightest  difficulty  in  establishing  that 
fact. 

5074.  Subject  to  that,  I cannot  help  feeling  that 
everybody  would  wish  to  do  as  you  suggest.- Yes 
You  can  have  no  idea  what  it  means,  and  the  pat 

of  the  whole  business. 
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5075.  Chairman:  This  is  a pathetic  paper  of  yours. 
—And  it  would  be  much  more  so  if  you  saw  the 
letters. 

5076.  Sir  E.  A ott-Bower:  You  say  you  have  re- 
ceived dozens  of  letters.  Are  those  all  from  retired 
nurses,  or  are  they  from  other  people  in  a somewhat 
similar  position? — Mainly  from  nurses.  I have  had 
two  or  three  from  other  people  sent  to  me  since  I was 
asked  to  give  evidence.  I had  one  yesterday  from  a 
lady  who  is  the  treasurer  of  a women’s  hospital.  She 
refers  to  a relation  of  hers  who  is  resident  in  New 
York,  whose  whole  income  is  under  £150  a year,  and 
who  is  obliged  to  live  in  the  States  because  she  has  to 
look  after  her  son  and  a son-in-law  there.  The  whole 
of  her  income  is  derived,  bar  £20,  from  a pension 
provided  by  her  husband’s  contribution  to  the  Estab- 
lished Church  of  Scotland  Widows’  Fund,  which  you 
probably  know  every  Established  Churchman  has  to 
contribute  to  in  Scotland. 

5077.  Your  proposal  is  to  follow  a suggestion  of  the 
Departmental  Committee  on  Income  Tax  of  1905; 
that  is,  to  exempt  from  the  provisions  of  Section  26 
British  subjects  resident  abroad? — Yes,  that  is  so. 

5078.  I see  that  already  under  this  clause  any  per- 
son resident  in  the  Isle  of  Man  or  in  the  Channel 
Islands  is  relieved  under  the  proviso  ?— Yes,  but  un- 
fortunately none  of  these  people  have  thought  of  liv- 
ing there,  or  are  able  to  live  there. 

5079.  It  is  a little  difficult  to  understand  in 
principle  why  the  person  in  the  Isle  of  Man  or  the 
Channel  Islands  is  relieved  from  the  operation  of 
the  Section.  Your  suggestion  is  that  the  Department 
here  should  be  put  in  a position  -to  satisfy  itself  by 
evidence  that  the  total  income  of  the  British  subject 
who  has  gone  to  reside  abroad  is  within  the  limits 
within  which  relief  would  be  given  if  they  resided  in 
this  country? — Yes,  that  is  the  idea. 

5080.  Your  particular  clients,  these  poor  nurses 
with  their  small  pensions,  would  command  the  sym- 
pathy of  everybody ; I am  quite  oertain  of  that. — 
Yes;  I think  they  ought  to. 

5081.  Mr.  May : Have  you  knowledge  of  any  other 
organisations  whose  pensioners  or  members  would  be 
in  a similar  position  to  your  members? — No,  I am 
afraid  I cannot  answer  that;  I do  not  know. 

5082.  You  have  not  come  across  any  cases  that 
would  be  similar? — Cases,  yes;  but  not  organisations. 

I have  a case  of  a man  living  in  Spain.  He  says : 

“ My  brother  is  living  in  the  province  of  Mercia  in 
Spain.  He  has  a small  income,  not  over  £200,  from 
securities  in  this  country,  and  besides  that  he  loses 
17  to  19  pesetas  in  the  £ on  exchange.”  So  that 
they  not  only  have  him  on  the  Income  Tax,  but  on 
the  exchange,  and  his  income  is  reduced  to  consider- 
ably less  than  half. 


5083.  My  point  was  as  to  whether  there  was  any 
considerable  number  of  persons  or  organisations  who 
would  benefit  by  a concession? — That  I am  sorry  to 
say  I cannot  tell  you. 

5084.  You  would  not  say  that  the  lady  who  lives 
in  New  \ork  lives  there  because  it  is  cheaper,  would 
you? — From  my  experience  I should  say  not — not  in 
that  particular  instance. 

5085.  Mr.  Walker  Clark : Your  organisation  is  an 
insurance  really? — Yes. 

5086.  You  do  not  ask  for  any  different  treatment 
from  an  insurance  society? — No. 

5087 . Mr.  Marks : Have  you  any  knowledge  of  the 
arrangements  which  the  Life  Assurance  Offices  have 
with  the  Inland  Revenue  by  which  they  pay  small 
pensions  to  persons  exempt  in  full,  on  a declaration 
by  the  annuitant? — Yes,  we  do  that  in  England. 

5088.  I do  not  know  whether  it  would  be  possible 
within  the  four  corners  of  the  law,  but  it  seems  to  me 
to  afford  a valuable  jJrecedent  for  the  Inland  Revenue 
in  regard  to  persons  living  out  of  the  country? — We 
suggested  that  some  years  ago,  and  they  said  we 
could  not  do  it. 

5089.  Mr.  McLintoclc : I supx>ose  your  claim  is  that 
the  non-resident  British  subject,  it  may  be  in  the 
Empire  or  in  a foreign  country,  should  obtain  the 
same  measure  of  relief  as  if  ’ they  lived  in  this 
country? — Yes. 

5090.  You  appreciate  that,  however  deserving  the 
case  of  the  nurses  may  be,  and  they  are  very  deserv- 
ing— this  will  have  to  be  given  to  everyone? — Yes, 
quite. 

5091.  All  the  small  incomes  of  all  the  British  sub- 
jects, wherever  they  may  be,  and  whatever  their 
calling  may  be.  You  appreciate  that  it  is  a little 
difficult  to  give  it  to  the  nurses  without  extending  it 
to  everyone  in  the  same  jJosition  ? — It  might  be. 

5092.  Do  you  press  for  a special  enactment  for 
nurses  alone? — If  that  were  possible,  yes,  sooner  than 
lose  the  chance  of  their  having  the  benefit. 

5093.  That,  of  course,  would  raise  the  question 
from  many  others  where  there  is  an  undoubted  hard- 
ship as  well? — Yes.  Of  course,  on  this  particular 
class  the  hardship  is  greater  than  one  can  imagine 
any  other  class  suffering. 

5094.  You  fully  appreciate,  in  putting  this  forward, 
that  it  means  extending  it  to  every  Britisher  with  a 
small  income,  wherever  he  may  be? — Possibly  it  may 
have  that  effect. 

5095.  Chairman:  Thank  you. 
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NINTH  DAY, 

Wednesday,  2nd  July,  1919. 


Present  : 

LORD  COLWYN  (in  the  Chair). 


Mr.  BOWERMAN. 

Mr.  BRACE. 

Sir  E.  E.  NOTT-BOWER. 

Sir  J.  S.  HARMOOD-BANNEB . 
Sir  W.  TROWER. 

Mr.  HOLL AND-M ART1N . 

Mr.  WARREN  FISHER. 


Mr.  BIRLEY. 

Mr.  WALKER  CLARK. 
Mr.  KERLY. 

Mrs.  KNOWLES. 

Mr,  McLINTOCK. 

Mr.  GEOFFREY  MARKS, 
Mr.  MAY. 


Sir  Gilbert  Kenelm  Treefk  Purcell,  Chief  Justice  of  the  Supreme  Court  of  Sierra  Leone,  called  and 

examined. 


5096.  Chairman:  You  have  . . 18„  “l 

perience  on  the  west  coast  of  Africa?— Yes,  neat 
September  X shall  have  been  there  18  years. 

5097.  We  have  got  your  statement - Would  you  like 

to  take  that  statement  and  read  it?— Yes,  1 should 
like  to  do  that.  . , i n 

5098.  Then  probably  some  questions  will  be  asked 
vou  by  the  Commissioners  ?— I welcome  any  questions 
that  may  be  asked.  I am  only  wishful  that  every 
light  shall  be  thrown  on  this  from  our  point  of  view 
I have  resided  in  British  WeSt  Africa  for  neaily 
18  years,  10  years  on  the  Gold  Coast-  where  I was 
„ Puisne  Judge  of  the  Supreme  Court  and  since 
September,  1811,  in  Sierra  Leone  of  which  colon) 

X am  at  present  the  Chief  J ustice.  I believe  I am  in  a 
position  to  speak  on  behalf  of  all  Government  officials 

- serving  on  the  west  coast  of  Africa  with  regard  to 
the  unjust  way  wn-as  a body— consider  we  are  being 
treated  in  this  matter  of  Income  Tan  „ 

5099.  For  over  70  years  the  Inland  Revenue 
authorities  had  never  put  forward  any  olotm  that 
Income  Tax  was  payable  by  Colonial 

self— whose  incomes  were  derived  from  a non-taxable 
source— (viz.,  the  revenues  of  the  Colony  m which 
they  were  serving)  and  whose  occupations  compelled 
them  to  live  abroad,  but  whose  dependante-owing  to 
unhealthy  climatic  conditions— were  forced  to  live 
in  England,  in  fact  the  very  instructions  issued  to 
Surveyors  of  Taxes  recognized  this,  as  they  laid 
down  ^ inter  alia,  “ A wife  receiving  an  allowance  oi 
remittance  from  her  husband  abroad  when  such  allow- 
ance or  remittance  is  derived  from  trade  profits,  m 
a salary,  &c.,  is  not  taxable.  , . 

5100.'  I pause  there  to  say  that  I notice  in  this 
memorandum  that  the  Board  of  Inland  Revenuepre- 
pared,  [see  Appendix  No.  17,]  they  seem  to  doubt 
the  veracity  of  that  statement.  1 speak 
knowledge  of  what  I am  saying,  and  I respectfully 
challenge  the  Board  of  Inland  Revenue  to  show  that 
there  was  ever  a demand  made  on  h 

for  this  tax  till  1918-1914.  I know  that  I can  be 
borne  out  by  Sir  Edwin  Speed,  the  Chief  Justice 
of  Nigeria — /have  a private  letter  in  my  pocket  fro 
him,  which  I do  not  want  to  read— and  Sir  Frederick 
Van  der  Meulen,  a judge  of  Gambia,  that  * « » 

fact  and  every  single  man  who  has  lived  in  West 
Africa  will  beayr  me  out  that  this  claim  was  never 
made  until  a few  years  ago. 

5101  But  about  1913  the  Board  of  Inland  Be™1'6 
adopted  a completely  different  attitude-an  attitmie 
which  I submit  with  very  great  respect,  is  not  only 
inexplicable  and  unreasonable— but  is  really  a com 
pleteP  contradiction  ill  terms  of  the  instructions  to 
Surveyors  which  I have  just  adverted  to. 

5102  The  method  adopted  by  the  Board  was  to 
force  all  Colonial  officials  arriving  m England  on 
leave  to  make  a full  return  of  their  incomes  from 
whatever  source  arising,  and  then,  if  they  oi  the  i 
wives  maintain  a house  in  England  (other  than  a 
furnished  house  or.  apartments),  -to  assess  them  foi 
Income  Tax  on  their  fall  income  I understand  that 
the  reason  which  has  induced  the  Board  of  MS'" 
Revenue  to  adopt  this  attitude  and  force  people  like 


myself  to  pay  Income  Tax  is  the  judicial  decision  in 
the  case  of  Inland  Revenue  v.  Oadwalader,  (o  lax 
Cases  101).  I need  not  read  the  head  note  to  that 
case,  but  I say  I was  informed  of  that  fact  by  one 
of  the  leading  officials  of  Somerset  House.  That 
statement  has  also  been  made  to  Sir  Edwin  Speed 
and  Sir  Frederick  Van  der  Meulen.  I do  not  think 
it  is  necessary  to  mention  the  gentleman  s name, 
unless  I am  forced  to  do  so;  it  was  a private  com- 
munication; but  there  is  no  doubt  that  the  Board  of 
Inland  Revenue,  according  to  mv  information  put 
that  forward  as  the  reason.  I find  now  that  the 
case  was  decided  in  1904,  but  at  any  rate  this  has 
been  put  forward  to  us  when  we  complained;  well, 
there  is  a judicial  decision,  and  yon  have  got  to  come 
into  line  with  it.”  That  is  the  reason  given  to  us 
by  the  Board,  or  by  the  officials  representing  the 
Board  at  Somerset  House.  Whether  it  is  really  so 
now,  on  the  memorandum  that  they  put  forward, 
[see  App.  No.  17]  I do  not  understand  at  all  but 
that  is  what  I have  been  told,  and  I am  perfectly 
sure  if  I called  the  gentleman  here  before  you  who 
told  me  he  would  not  deny  it. 

5103.  Until  some  six  years  ago  there  was  never  any 
question  of  persons  in  the  position  of  Colonial  Govern- 
ment officials  being  liable  to  the  payment  of  Income 
Tax  in  the  United  Kingdom  m respect  of  salaries  paid 
in  the  Colonies,  and  they  only  became  liable  as  a result 
of  the  judicial  decision  just  quoted,  upon  a technical 
point,  which  it  is  probably  not  incorrect  to  say  was 
never  present  to  the  mind  of  the  Legislature.  I con- 
sider that  the  circumstances  of  a wealthy  American 
who  maintains  a shooting  box— as  did  the  defendant 
in  the  case  of  Inland  Revenue  ii.  Cadwalader-and  a 
Colonial  Government  official  devotmg  hm  IJe  to  the 
service  of  the  Empire  in  an  unhealthy  climate,  who 
is  hooping  a small  house  in  order  to  bring  up  a 
are  so  entirely  dissimilar  as  to  make  it  only  just  that 
they  should  be  distinguished. 

5104.  The  position  is  that  the  Inland  Revenue 
authorities,  in  view  of  the  decision  in  case^f 
Inland  Revenue  v.  Cadwalader  have  ^uded  tha 
Colonial  Government  officials  who  maintain  a house 
in  the  United  Kingdom— which  in  West  Africa  app11® 
only  to  the  married  officials-if  they  are  themselves 
resident  in  the  United  Kingdom  for  a single  d“Y  J? 
the  financial  year,  must  be  treated  as  being  domi- 
cUed  in  the  United  Kingdom  in  so  far  ai ; they  are 
liable  to  pay  Income  Tax  on  all  potions 
salaries  earned  and  payable  in  the  Colonies  which 
in  the  course  of  the  year  they  may  either  draw  in  oi 
remit  to  the  United  Kingdom. 

1 pause  to  make  this  remark.  I have  got  & Jboy  at 
a public  school.  Education  is  now  a very  expmsive 
thine  when  I come  to  England  I have  got  to  ge 
decent  clothes  to  wear.  Clothes  and  necessaries  of 
life  of  that  sort  are  frightfully  expenmve  now^  It 
seems  to  me  hard  that  I have  to  pay  Incom  ‘ 
™ tatting  I remit  to  England  to  cover  ‘hose 
liabilities  of  education  and  cost  of  clothing,  f 

so  and  it  hits  people  with  less  salaries  than  } 
much  more;  it  absolutely  beggars  them  and 
pauperizes  them. 
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ol05.  However  fair  the  ruling  which  has  been  given 
may  be  in  the  case  of  people  who  are  not  bound  to 
maintain  a home  in  the  United  Kingdom  when  em- 
ployed in  other  parts  of  the  Empire  where  it  is 
possible  for  them  to  make  a home,  may  I be  allowed 
to  point  out  the  great  hardship  which  this  entails  on 
persons  employed  m the  unhealthy  parts  of  the 
Empire,  such  as  West  Africa?  The  men  who  go  to 
such  places  are  all  poor  men,  and  those  of  them  who 
maintain  a home  in  the  United  Kingdom  are,  I 
think,  without  exception,  men  who  are  married  and 
are  under  great  difficulties  endeavouring  to  bring  up 
families  from  whom,  for  climatic  reasons,  they  must 
be  separated — indeed,  Government  officials  in  West 
Africa  are  not  allowed  to  have  their  children  with 
them— while  for  reasons  of  health  they  must  them- 
selves come  to  the  United  Kingdom  at  not  infrequent 
intervals,  and  so  bring  themselves  within  the  ruling 
of  the  Inland  Revenue  authorities.  Also  the  salaries 
of  Government  officials  in  West  Africa  are  not  large 
(they  are  frightfully  small,  as  a matter  of  fact),  and 
were  in  most  cases  fixed  before  there  was  any  thought 
of  their  recipients  having  to  pay  Income  Tax  thereon 
in  the  United  Kingdom  in  addition  to  the  ordinary 
taxes  in  the  Colony  in  which  they  reside. 

5106.  During  recent  years  the  salaries  of  Govern- 
ment officials  in  West  Africa  have  in  some  cases  under- 
gone a revision,  but  there  are  still  many  offices,  of 
which  that  occupied  by  me  is  one,  the  salaries  attached 
to  which  are  now  precisely  the  same  as  they  were 
™an7  years  ago,  long  before  the  decision  in  Inland 
Revenue  v.  Cadwalader,  or  before  there  was  any 
thought  of  the  occupants  of  those  offices  being  called 
upon  to  pay  Income  Tax  in  the  United  Kingdom  in 
respect  of  their  salaries. 

5107.  The  question  involved  would  appear  to  be 
peculiarly  a West  African  one,  for  in  most  parts  of  the 
world  there  is  no  absolute  deterrent  to  a married  man 
making  a home  for  his  children  in  the  locality  in  which 
his  work  lies.  The  result  is,  therefore,  so  far  as  West 
Africa  is  concerned,  that  the  ruling  as  regards  Income 
Tax  falls,  I think,  almost  entirely,  upon  the  married 
man  who  can  least  afford  it,  leaving  untouched 
the  bachelor,  who  would  lie  in  a better  position 
to  meet  it.  While  the  amount  of  Income  Tax 
received  from  married  officials  in  West  Africa  must, 
from  the  Exchequer  point  of  view,  be  very  small 
indeed,  yet  it  does  fall  very  hardly  upon  the  in- 
dividuals who  have  to  pay  it. 

5108.  I would  further  point  out  that,  contrary  to  the 
practice  which  obtains  in  the  Indian  Civil  Service— 
which  is,  perhaps,  the  Service  which  is  most  similar  to 
the  Colonial  Government  Service— if  an  official  dies 
the  whole  of  his  deferred  pay,  from  which  presumably 
his  pension  is  paid,  reverts  to  the  Government,  and 
his  widow  and  orphans  receive  no  pension  at  all  from 
the  Government.  It  is,  therefore,  incumbent  on  the 
married  official  out  of  his  salary  to  make  provision  for 
his  dependants  by  contributing  to  the  Widows  and 
Orphans  Pension  Scheme  and  by  insurance,  for  which 
latter  the  rates  are  very  high. 

5109.  I may  say  that  under  present  conditions, 
having  to  insure  one’s  life,  having  to  make  provision 
in  the  case  of  death,  which  in  a place  like  West  A frica 
one  always  has  before  one’s  eyes,  and  with  the  addi- 
tional burden  of  the  cost  of  living,  and  Income  Tax  on 
the  top  of  that  on  your  whole  salary,  it  practically,  as 
I say,  pauperizes  a man  like  myself.  • 

5110.  Do  you  get  any  exemption  ?— At  the  present 
moment  I may  mention  I am  having  a controversy 
with  the  Inland  Revenue — a perfectly  friendly  and 
amicable  controversy — about  whether  i shall  pay  £85 
or  whether  I shall  not.  Of  course,  they  will  make  me 
pay  it  no  doubt,  and  I shall  have  to  pay  it,  because  I 
am  not  in  a position  to  fight  them;  but  I believe 
myself  if  I had  the  money  to  fight  I should  win.  I 
cannot  .afford  the  risk,  because  they  would  take  me  up 
to  the  House  of  Lords,  and  if  I lost  it  would  cost  me 
over  £1,000,  and  I have  not  £1,000  to  play  with.  The 
hardship  in  my  case  is  this : they  are  taxing  me  on  a 
technical  point,  because  it  is  a purely  technical  point 
they  are  trying  to  get  me  on,  and  I am  perfectly  sure 
if  it  came  before  a competent  tribunal  it  would  be 
blown  out  of  court  at  once,  but  I say  I have  not  got 
the  money  at  present  to  indulge  in  the  luxury  of  fight- 
ing it.  My  wife  has  a small  income;  as  a matter  of 
fact,  she  has  an  income  of  just  under  £300  a year,  and 


what  they  do  is  to  take  6s.  in  the  £ off  her  miserable 
dividends,  and  I cannot  get  it  back  from  them  because 
they  will  not  recognize  my  wife  as  a legal  entity. 
They  will  not  recognize  her  in  this  transaction.  They 
say:  “ you  must  claim,”  and  I cannot  do  it  because  I 
have  been  in  England. 

5111.  Mr.  Kerly : 1 do  not  quite  understand;  you 
say  you  cannot  claim  because  you  have  been  in 
England?— What  I am  telling  you  now  is  rather  going 
off  the  point  of  my  main  evidence,  but  it  shows  the 
hardship  in  my  particular  case.  I do  not  know 
whether  it  applies  to  many  West  African  officials, 
because  in  my  opinion  very  few  YY’est  African  officials 
have  wives  with  any  money  at  all,  but  in  my  case  it 
happens  that  my  wife’s  dividends  have  to  pay  6s.  in 
the  £,  whereas  the  tax  ought  to  be  on  £280,  about  2s. 
or  2s.  3d.  They  tax  it  at  the  source,  because  it  comes 
from  dividends. 

5112.  Chairman  : Unearned  income  3s.  ? — I am  much 
obliged  to  your  lordship.  She  pays  exactly  double 
what  she  ought  to  pay,  in  my  opinion,  and  when 
she  tries  to  get  it  back  she  cannot,  because  they 
say:  ‘‘your  husband  has  been  in  England,  and  we 
do  not  know  you  in  this  transaction.  You  have  no 


legal  entity  at  all.”  I do  not  know  if  your  lordship 
noticed  in  a leading  article  in  “ The  Times  ” a short 
time  ago  it  spoke  of  the  extraordinary  attitude  of  the 
Inland  Revenue  in  that  they  insist  on  refusing  to 
recognize  the  legal  status  of  a married  woman,  and 
my  case  exemplifies  that  position  oF  the  Board  in 
working  terrible  hardship,  because  I am  taxed  myself 
on  my  income,  and  have  to  pay  a heavy  Income  Tax 
for  a place  I never  live  in,  because  I am  not 
domiciled  in  Englaud;  I only  come  here  for  a tem- 
porary purpose.  I spend  my  life  in  a West  African 
swamp.  When  I come  here  they  say:  “you  live 
here.”  I say:  “no,  I do  not.”  They  say:  “well, 
your  wife  does,  and  she  is  your  agent.”  Therefore, 
if  I land  in  England  for  a single  day,  or 
hypothetically  for  five  minutes,  I have  to  pay  Income  ' 
Tax  on  my  whole  income  and  my  wife  6s.  in  the  £. 
It  is  deducted  at  the  source.  The  moment  she  tries 
to  get  it  back  they  say  : “ we  do  not  know  you  at 
all.”  So  I am  deeply  hit,  and  I think  if  I could  get 
back  all  that  I am  entitled  to  it  would  amount  to  a 
very  considerable  sum  of  money. 

5113.  It  is  quite  right  that  you  should  speak  quite 
folly  all  that  you  feel  on  these  matters? — I could  not 
tell  you  all  I feel. 


5114.  If  there  is  any  injustice,  it  is  the  proper  thing 
to  bring  it  before  this  Commission? — May  1 say  one 
thing  that  occurs  to  me?  West  Africa  is  absolutely 
different  from  any  othtyr  place.  I lived  in  the  West- 
Indies  once  for  three  years  without  coming  home. 
The  West  Indies  are  the  tropics,  and  parts  of  the 
West  Indies  are  very  unhealthy,  but  it  is  nothing  to 
West  Africa.  I do  not  want  to  make  out  that  the 
place  is  worse  than  it  is,  but  I have  been  there  for  18 
vears,  and  I believe  1 have  served  as  a judge  in  YVest 
Africa  longer  than  any  other  Englishman  has  ever 
served ; at  any  rate,  if  not,  it  must  be  very  nearly. 

I must  hold  a record,  or  very  nearly.  It  is  impossible 
for  people  to  understand  what  living  in  West  Africa 
means  unless  they  have  gone  and  tried  it.  The  num- 
ber of  men  I have  seen  die,  the  number  of  men  I have 
seen  invalided,  and  the  number  of  men  whose  health 
has  been  entirely  shattered  by  living  there  makes  it 
so  absurd  to  talk  about  India,  and  Indian  officials, 
when  they  can  get  away  to  a place  like  Simla  and 
hill  stations,  where  you  can  get  every  luxury,  where 
the  judges  are  drawing  £5,000  a year— it  is  true  it  is 
payable  in  rupees,  but  as  long  as  you  spend  the  money 
in  the  country  the  value  is  the  same.  A man  with 
£5,000  a year  in  India  can  bring  up  a wife  and  family 
m India.  We  know  perfectly  well  that  men  like  Lord 
Chelmsford,  and  other  people,  go  there  and  do  not 
come  home  for  five  years.  Why?  Because  it  is  not 
necessary.  They  could  not  go  to  West  Africa  and 
stop  there  for  five  years  unless  they  ordered  their 
coffin  first. 


5115.  Mr.  Bower  man  : You  suggested  that  a dis- 
tinction should  be  drawn  between  a married  man  and 
a bachelor.  May  I assume  that  the  salaries  are  the 
same  in  each  case? — I have  known  bachelors  who  are 
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Governors.  Sir  Mathew  Nathan  was  Governor  of  the 
Gold  Coast,  and  he  was  a bachelor,  and  is  still  as  far 
as  I know.  That  is  a mere  incident.  Most  men  who 
have  got  to  a certain  time  of  life,  of  course,  marry, 
but  I think  a man  who  is  in  West  Africa,  and  has 
business  in  West  Africa,  is  very  foolish  to  do  it;  I 
think  he  regrets  it  very  much  afterwards. 

5116.  But  you  cite  the  case  of  the  bachelor  as 
against  a married  man;  would  you  say  whether  the 
salaries  are  identical? — There  is  no  difference. 
Whether  a man  ds  married  or  is  single  makes  no 
difference  to  his  promotion  in  the  Colonial  service; 
that  is  a mere  incident.  I suppose  it  is  the  same  in 
every  service. 

5117.  I am  right  in  saying  that  the  salary  is  the 
same? — Yes;  there  is  no  distinction  between  a man 
being  a bachelor  'and  a married  man  as  far  as  his 
salary  is  concerned. 

5118.  Your  point  is  that,  that  being  so,  the  married 
man  with  a family  who  has  his  boy  or  girl  educated 
in  this  country  is  penalized  unduly? — Yes,  and  I want 
you  clearly  to  understand  this : I do  not  wish  because 
a man  is  a bachelor  to  tax  him  at  all.  I am  not  in 
favour  of  that.  The  salary  is  the  same,  and  if  a man 
chooses  to  marry  after  all  it  is  his  own  business.  But 
I do  say  this  for  a man  like  myself,  who  has  got 
children,  it  penalizes  him  out  of  all  reason  altogether. 

1 quite  see  that  the  Inland  Revenue  authorities  with 
that  decision  of  Oadwalader  no  doubt  have  got  an 
arguable  case.  I am  not  disputing  the  legal  conten- 
tion of  that  for  a moment. 

5119.  Chairman:  I think  Mr.  Bowerman’s  question 
arose  because  you  speak  of  the  bachelor  escaping. 
Mr.  Bowerman  wanted  to  press  that  point  on  you. 
You  say  you  do  not  see  any  injustice  in  that.  When 
you  were  asked  by  Mr.  Bowerman  you  said  that  the 
bachelor  ought  not  to  be  taxed  more  than  the  married 
man? — I certainly  do  not  think  so.  While  I was  on 
my  way  here  I went  to  see  the  Governor  of  Sierra 
Leone,  who  happened  to  be  in  England  on  leave.  He 
and  his  wife  are  staying  in  an  hotel  in  Suffolk  Street. 
They  have  no  children;  they  are  middle  aged  people, 
and  have  come  to  England,  and  do  not  maintain  a 
house  in  England.  I told  the  Governor  where  I was 
coming,  and  he  said,  ‘‘if  it  was  not  for  that  absurd 
rule  as  he  called  it — “ I should  keep  a flat  in 
London,  but  T am  not  going  to  do  that  because  I 
should  be  taxed  on  my  whole  income  if  I did.”  So 
when  he  comes  to  London,  having  no  family,  no 
children  to  educate,  or  a wife  to  keep  in  England  to 
look  after  the  children,  he  simply  stays  in  an  ex- 
pensive hotel  for  a few  weeks,  or  months,  and  goes 
back  to  Sierra  Leone,  and  does  not  pay  a farthing 
in  tax.  He  gets  three  times  as  much  income  as  I do, 
and  does  not  pay  a farthing  for  it.  If  that  gentle- 
man had  two  or  three  sons  at  a public  school,  and 
his  wife  had  to  stay  in  England  to  look  after  them, 
he  would  have  to  take  a house  in  England,  and  on  the 
whole  of  his  Sierra  Leone  salary  he  would  have  to  pay 
Inoome  Tax ; he  would  have  to  pay  Super-tax  in  fact. 

5120.  Mr.  Bowerman : You  rather  suggested  that  if 
a competent  tribunal  could  be  set  up  the  point  you 
urge  would  be  endorsed  ? — No.  The  point  of  my  rais- 
ing that  question  with  the  Inland  Revenue,  which  is 
not  before  you  at  this  moment,  is  this,  that  the  house 
they  are  trying  to  make  me  liable  for  is  my  wife’s 
house,  and  not  mine.  I say  that  a married  woman 
since  the  Married  Women’s  Property  Act  is  a feme 
sole,  in  the  eye  of  the  law.  Lady  Purcell’s  house  is 
not  my  house.  I know  the  Inland  Revenue,  or  some 
of  them,  take  the  view  that  my  contention  is  a sound 
one,  but  I believe  the  majority  of  the  Board  will  not 
listen  to  it.. 

5121.  I understand  you  to  say  that  whilst  you  were 
not  affluent  enough  to  test  it  in  the  Law  Courts,  if 
a competent  tribunal  were  set  up  you  feel  sure  that 
your  case  would  be  endorsed  ?-  —I  believe  this,  if  I 
could  afford  to  fight  the  Inland  Revenue  on  the  point 
I am  raising,  that  is  that  Lady  Purcell’s  house  in 
England  is  not  my  house — and  it  is  in  respect  of  that 
house  they  are  trying  to  get  £85  from  me — up  to  the 
House  of  Lords,  or  to  the  Court  of  Appeal  (I  do  not 
say  in  the  first  Court)  I could  win  it.  With  a com- 
petent counsel  to  argue  the  case  I beb'eve  I should 
win. 


5122.  I only  wanted  to  ascertain  what  that  com- 
petent tribunal  might  be  ? — I hope  you  do  not  think 
1 am  throwing  any  disparagement  on  the  courts  of 
this  country. 

5123.  No,  but  coming  from  you  I just  wanted  to 
follow  it  up  if  I could  for  the  moment? — I may  tell 
you  this,  with  all  respect,  that  there  have  been 
decisions  in  the  courts  of  England  which  are  not 
regarded  as  satisfactory  at  all.  The  late  Mr. 
Danckwerts,  who  was  a great  authority  on  Income 
Tax,  used  to  talk  in  the  most  disparaging  tone  very 
often  of  some  of  the  decisions  which  came  from  the 
courts.  I do  not  wish  this  Commission  to  misunder- 
stand me.  I have  great  respect  for  the  courtB  of 
this  country,  and  I should  be  very  sorry  that  any- 
thing that  fell  from  me  should  be  thought  disparaging 
to  them  at  all. 

5124.  You  realize  that  an  appeal  to  the  courts  is 
a very  expensive  matter? — I know  it  is.  I may  say 
in  answer  to  your  question  that  if  the  Board  of 
Inland  Revenue  would  meet  me  in  >a  way  that  I think 
is  reasonable  I would  fight  them.  What  I mean  is 
this.  I want  them  to  say  that  if  I fought  this  case 
that  I want  to  litigate  with  them  they  will  not  ask 
for  costs.  I am  quite  willing  to  pay  my  own  costs, 
but  they  would  take  in  the  Law  Officers  of  the  Crown, 
Sir  Gordon  Hewart  I suppose,  and  it  would  be  a 
very  expensive  matter. 

5125.  Chairman:  Do  you  think  that  is  quite  for 
us  to  deal  with?  The  question  to  you  was  only  with 
regard  to  this  competent  tribunal? 

5126.  Mr.  Bowerman:  Apart  from  what  you  may 
have  to  pay  in  this  country  is  the  taxation  in  your 
Colony  particularly  heavy?— There  is  a heavy  import 
duty,  of  course. 

5127.  I mean  personal  taxation? — I do  not  think 
there  is  any  personal  taxation  as  far  as  I know. 

5128.  If  you  were  not  paying  Inoome  Tax  in  this 
country  you  would  not  be  paying  anything  in  the 
nature  of  Income  Tax  in  the  Colony?— Certainly 
there  is  no  Income  Tax  in  West  Africa  that  I am 
aware  of. 

5129.  Mrs.  Knowles : That  is  the  question  I wanted 
to  ask  you.  If  you  did  not  pay  Income  Tax  here  you 
would  'not  pay  any  taxation  anywhere?— I quite 
agree,  but  my  point  is  that  my  income  comes  from  a 
non-taxable  source. 

5130.  And  for  the  security  afforded  to  your  wife 
and  children  in  England  you  would  not  be  paying 
anvwhere,  would  you?— I do  not  follow  that  argument 
about  protection  afforded  to  my  wife  and  children; 
would  you  mind  amplifying  it  a little. 

5131.  The  State  in  England  has  got  to  be  kept 
going;  somebody  has  got  to  pay  for  that?  Yes. 

5132  You  choose  to  bring  up  your  children  in  a 
place  which  is  the  best  place  in  the  world ; therefore 
it  seems  to  me  that  you  should  contribute  something 
towards  the  security  and  the  amenities  of  life  that 
you  choose  to  enjoy?— With  great  respect,  if  that  is 
the  view  you  take  about  it  I am  afraid  that  any 
argument  'i  could  put  before  you  would  be  useless. 
If  people  take  the  point  of  view  that  I ought  to  pay 
for  living  in  a place  like  West  Africa  I have  nothing 
to  say  about  it. 

5133.  Your  wife  does  not  live  in  West  Africa? 
She  did  live  there  once  and  nearly  died. 

5134.  I quite  agree.  I would  not  live  there  for  the 
world,  but  as  she  is  living  here  is  it  not  reasonable 
that  she  should  contribute  something?— She  does; 
she  pays  6s.  in  the  £. 

5135.  Why  do  you  not  get  it  back?— I cannot  get 
it  back.  I have  tried,  and  they  say  they  do  not 
know  my  wife  in  the  transaction. 

5136.  How  often  do  you  get  leave?  To  what 
extent  do  you  benefit  by  the  amenities  of  this 
country?— The  rules  are  that  you  are  supposed  to 
get  leave  after  twelve  months’  service;  you  get  four 
months’  leave  in  England  from  the  day  the  ship 
lands  you  in  England,  but  that  is  subject  to  the 
exigencies  of  the  service,  and  the  last  period  ot 
service  I did  was  23  months.  I was  out  in  Mest 
Africa  exactly  23  months  from  the  time  I went  to 
the  time  I left. 
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5137.  Chairman : In  five  years  how  long  do  you 
spend  in  England  ? — It  comes  to  this.  You  do  twelve 
months,  and  come  home  for  four  months;  then  7ou 
go  out  again  for  twelve  months,  and  come  home  for 
four  months. 

5138.  Do  you  get  a quarter  at  home,  and  tlirae- 
quarters  of  the  year  out  there? — No,  you  have  to  do 
a full  year  out  there,  but  nearly  always  a man  stays 
longer  than  twelve  months,  and  for  every  extra 
month  he  stays  he  gets  ten  days  extra  leave. 

5139.  Sir  E.  Nott-Bower : The  liability  that  you 
incur  you  incur  because  technically  you  are  a person 
resident  in  the  United  Kingdom? — That  is  exactly 
where  I join  issue.  I say  technically  I am  not 
resident  in  the  United  Kingdom,  for  this  reason, 
that  I am  not  domiciled  in  the  United  Kingdom.  1 
say  the  fact  that  Lady  Purcell  out  of  her  own  money 
leases  a house  from  a landlord  who  is  a stranger  to 
me,  does  not  make  me  a resident  in  the  United 
Kingdom.  It  is  a place  I only  come  to  for  a tem- 
porary purpose  at  long  intervals  of  time. 

5140.  But  you  have  either  for  yourself,  or  your 
wife  and  family,  a permanent  residence? — No,  I 
have  not.  I have  been  driven  out  of  my  house,  and 
I have  got  no  house  at  all.  We  are  living  in  expen- 
sive hotels.  We  had  a house  at  Guildford,  but  we 
gave  it  up.  When  I say  we  had,  my  wife  had  u 
house;  she  leased  a house  there. 

5141.  I understand,  of  course,  that  point  is  special 
to  your  case,  that  the  house  was  taken  in  the  name 
of  your  wife,  and  on  that  point  you  think  you  would 
win  ?— When  I say  the  house  is  taken  in  the  name  of 
my  wife  I want  to  explain  to  you  that  is  not  quite 
the  correct  way  to  put  it,  because  my  wife  is  not 
wholly  dependent  on  me  for  all  the  money  she  has 
got.  If  my  wife  was  wholly  dependent  on  me  I 
should  agree  with  you  that  the  house  was  taken  in 
her  name. 

5142.  But  you  do  not  quarrel  with  the  general 
rule  of  the  Income  Tax  Acts  which  imposes  a larger 
liability  on  persons  who  are  resident  in  this  country 
than  on  persons  who  are  not  resident  here? — I do 
not  quarrel  with  anything.  All  I want  to  do  is  to 
put  before  this  Commission  the  views  of  people  like 
myself  who  are  earning  their  living  in  a very,  very 
hard  way.  I may  say  this,  with  all  respect,  I do 
not  hope  for  anything;  I have  lived  too  long  in  the 
world  to  hope  to  get  any  amelioration. 

5143.  I think  your  case  really  comes  to  this,  does 
it  not,  that  there  is  a considerable  hardship  in  apply- 
ing to  West  African  officials  the  general  rule  of  the 
Income  Tax  Acts  with  regard  to  the  liability  attach- 
ing to  residence,  and  there  is  a special  hardship  in 
aPplying  that  to  West  African  officials,  because  the 
climate  of  West  Africa  is  so  dangerous  that  although 
they  spend  the  greater  part  of  their  lives  out  there 
they  are  almost  obliged  to  maintain  a residence  for 
their  wives  and  children  in  this  country? — Perfectly 
true.  I quite  agree  with  you;  that  is  what  I say. 

5144.  Mr.  Kerly : So  far  as  the  general  question 
goes,  apart  from  particular  hardships,  which  you  un- 
fortunately bear,  either  you  must  leave  the  law  as 
it  is,  or  you  must  alter  the  law  which  says  that  a 
man  personally  living  abroad  is  a resident  here  if 
lie  maintains  a house?— I do  not  follow;  do  you 
mind  repeating  the  question? 

5145.  Do  you  make  any  general  complaint,  apart 

from  your  special  trouble,  of  the  rule  that  a man  is 
held  to  be  resident  here  if  he  maintains  a household 
here,  although  he  himself  is  normally  abroad? Cer- 

tainly. I think  that  in  justice  to  us  the  law  ought  to 
be  altered  so  as  to  exempt  people  like  myself  who  are 
maintaining  a family  under  great  difficulty. 

5146.  Then  your  complaint  is  a general  one  about 
the  rule  of  residence?— My  position  is  a general  one. 

I complain  generally  of  the  position  of  people  like 
myself. 

5147.  I know,  but  I am  sure  you  appreciate  that  I 
am  trying  to  analyse  your  complaint  into  its  con- 
stituent elements  to  see  which  of  them  we  have  got  to 
deal  with.  So  far  that  is  a general  difficulty  of  the 
Income  Tax  administration  as  it  exists.  Now  come  to 
your  particular  case.  You  say  it  is  specially  hard  on 


you  because,  living  in  an  unhealthy  climate,  you  are 
bound  to  maintain  a house  over  here.  Is  not  the 
pioper  inference  from  that  that  a higher  salary  should 
be  paid  to  judges  whom  the  country  requires  to  serve 
under  such  conditions? — Well,  of  course,  I naturally 
think  I ought  to  get  a higher  salary  than  I do, 
because  my  salary  happens  to  be  a low  one. 

5148.  You  make  the  contrast  between  India,  where 
you  say  the  salary  is  sufficient,  and  West  Africa,  where 
it  appears  not  to  be  sufficient? — I am  speaking  now  of 
Colonial  judges  as  differentiated  from  Indian  judges. 
Colonial  judges  are  paid  very  badly.  The  answer  to 
that  is  you  should  not  take  a judgeship.  Colonial 
judges,  the  puisne  judges  in  Ceylon,  for  instance,  are 
paid  £1,400  a year.  That  is  not  the  income  of  a 
County  Court  judge  in  England,  and  there  is  no  doubt 
that  a puisne  judge  in  Ceylon  has  much  greater 
functions  to  perform  than  any  County  Court  judge 
here.  He  is  a judge  of  the  High  Court,  and  very 
frequently  has  to  try  much  more  important  cases. 


5149.  I may  say  personally  I entirely  agree  with 
you.  I think  that  to  expect  gentlemen  of  sufficient 
education  and  competence  to  go  and  serve  in  the  very 
important  office  of  judge  in  any  part  of  the  world 
under  the  British  flag,  and  be  paid  the  salaries  that 
are  paid  in  some  unhealthy  climates,  is  to  form  an 
expectation  which  will  be  disappointed? — I am  very 
glad  to  hear  you  say  so. 

5150.  One  other  thing.  As  regards  husband  and 
wife,  again  it  is  part  of  the  general  Income  Tax  law 
that  the  incomes  of  husband  and  wife  should  be  taken 
together  in  determining  their  taxation?— Of  course, 
that  is  so,  and  it  is  very  unjust,  for  this  reason,  that 
it  entirely  ignores  what  the  law  has  been  altered  to  be 
with  regard  to  the  Married  Women’s  Property  Act; 
they  have  jumbled  the  thing  up.  In  all  these  cases 
where  you  get  a principle  of  that  kind  there  are  par- 
ticular cases  which  work  terrible  hardship,  and  my 
case  is  one  of  them.  I am  not  greatly  impressed  with 
all  the  criticism  that  has  been  levelled  about  a hus- 
band and  wife  in  England,  although  I think  there  is 
a good  deal  in  it.  Still,  if  I was  living  in  England  I 
should  not  complain  very  much,  but  in  my  particular 
case  those  rules  work  tremendous  hardship,  and  I 
think  the  great  mistake  that  has  been  made  all  through 
this  matter  is  this,  that  the  Inland  Revenue  authori- 
ties refuse  to  recognize  that  a married  woman’s  legal 
status  was  completely  altered  by  the  Married  Women’s 
Property  Acts. 


o-uiiiiiiiswatoi  or  tne  law  you 
know  it  is  not  for  officials  to  deal  with  a case  of  par- 
ticular hardship.  The  law  itself  must  be  altered? 1 

speak  with  all  respect,  but  I say  that  people  who  have 
got  the  greatest  part  in  this  business  are  the  per- 
manent officials  in  Somerset  House,  undoubtedly  I 
say  the  Board  of  Inland  Revenue,  who  are  a Board  of 
permanent  civil  servants,  are  supreme,  and  they  are 
our  masters,  and  they  are  the  people  who  say  what 
you  are  to  pay  and  what  you  are  not  to  pay.  ’ 

■ :515o2'  -Jrh<?pe  that  is  not  the  law  that  you  admin- 
‘ster?— We  have  not  got  a Board  of  Inland  Revenue 
out  there,  but  an  Executive  Government  in  a Crown 
Cokmy  is  particularly  like  Somerset  House  from 
what  I have  seen  of  it. 

5153.  I should  have  thought  to  a lawyer  at  any 
rate  an  official  is  a person  who  has  got  to  obey  the 
law?— My  only  knowledge  of  Somerset  House  is 
paying  fugitive  visits  there,  and  seeino-  very  nice 
agreeable  gentlemen,  but  what  I say  is  this,  with 
.all  respect  in  my  opinion  from  what  I have  seen  of 
Somerset  House  in  the  dealings  I have  had  with 
them  their  methods  are  peculiarly  like  a Colonial 
Crown  Colony  administration. 

5154.  Chairman:  You  did  not  answer  Mr.  Kerly’s 
last  remark— I am  very  sorry;  I am  onlv  too  willing 
to  answer  anything. 

5155.  i¥/\  Kerly.  The  lawyers’  view  is  that  an 
official  has  to  administer  the  law  with  which  Parlin 

P™vldf  him?— Yes,  certainly,  I quite  agree 

5156  Sir  J.  Harmood-Banncr:  If  the  law  was 
altered  it  would  not  only  be  West  Africa  that  it 
wou.d  have  to  apply  to.  There  are  other  district* 
where  people  are  bound  to  leave  their  wives  in  this 
country,  are  there  not?— Well,  I do  not  know 
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5157.  Zanzibar,  or  Aden,  or  British  Guiana.  It 
would  not  be  limited  to  West  Africa? — I have  not 
been  in  Zanzibar,  or  Aden,  and  I have  not  been  in 
British  Guiana,  but  I have  been  very  close  to 
British  Guiana,  and  wives  and  children  certainly  live 
in  all  those  places  you  have  spoken  of.  Of  course, 
you  cannot  have  children  in  West  Africa;  it  would  be 
death  to  go  there.  No  doctor  would  allow  it  for  a 
moment. 

5153.  That  is  so  in  some  other  parts  of  the  world — 
Zanzibar,  for  instance? — Very  likely  what  you  say  is 
correct,  and  if  it  is  so  my  remarks  would  apply  to 
those  places,  but  I am  not  acquainted  with  them. 

5159.  In  West  Africa  is  it  not  the  fact  that  many 
employers  make  it  a condition  that  their  clerks,  or 
officials,  should  take  a month  every  now  and  then  in 
Madeira?  They  treat  it  like  Simla  in  India? — Do 
you  mean  that  if  you  had  your  wife  and  family  there 
you  could  take  them  out  to  Madeira  for  a month? 
You  would  find  it  a very  expensive  thing  to  do — 
paying  passages.  It  would  be  practically  impossible, 
because  Elder  Dempster’s  steamers  would  only  call 
there  occasionally,  and  for  a man  to  be  out  there  with 
his  wife  and  to  go  away  to  Madeira  for  a month  would 
do  no  good  at  all.  Of  course,  most  people  would  not 
have  the  money  to  pay  the  passage. 

5160.  I happen  to  be  an  employer,  and  those  are 
conditions  we  make  with  some  officials,  that  at  certain 
periods  they  should  go  to  Madeira? — Do  I understand 
you  to  say  it  is  the  habit  of  people  in  West  Africa 
to  go  to  Madeira  for  health  trips? 

5161.  Yes? — All  I can  say  is  that  from  my  expe- 
rience only  a man  with  a considerable  income  could  do 
it.  Madeira  is  an  expensive  place  to  get  to  and  an 
expensive  place  to  live  in,  and  I say  for  most  people 
in  West  Africa,  as  far  as  my  experience  goes — I am 
only  speaking  of  what  I know  myself — it  would  be 
practically  impossible;  I do  not  think  you  could  do  it. 


5162.  Mr.  Birley : You  say  as  a general  thing  you 
are  out  in  West  Africa  for  twelve  months? — Yes. 

5163.  And  four  months  at  home? — Yes. 

5164.  If  those  four  months  were  May,  June,  July 
and  August,  they  all  fall  within  the  same  financial 
year,  and  for  the  whole  of  that  financial  year  you 
would  have  to  pay  the  tax  on  what  you  receive  from 
the  Colony? — If  you  have  an  unfurnished  house.  I 
have  avoided  it  by  living  in  apartments  and  hotels, 
which  is  a ruinous  way  of  living. 

5165.  But  supposing,  instead  of  that,  you  are  at 
home  in  January,  February,  March  and  April,  which 
fall  within  two  financial  years,  have  you  to  pay  the  tax 
for  the  two  years  ? You  tell  us  if  you  are  at  home  for 
five  minutes  you  have  to  pay  the  tax? — You  have  to 
pay  the  tax  for  the  financial  year. 

5166.  But  if  the  leave  falls  within  two  financial 
years  do  you  have  to  pay  for  two  ? — I suppose,  logically, 
you  would  have  to  pay  for  both  financial  years,  but  I 
have  never  had  experience  of  it.  It  has  only  hap- 
pened once  that  I have  made  a claim,  because  they 
never  began  claiming  until  1914. 

5167.  I take  it  in  the  years  that  you  are  not  at  home 
your  wife  gets  abatement  from  the  6s.? — No,  she  does 
not  get  anything. 

5168.  Not  on  the  years  that  you  are  not  at  home? — 
Well,  you  see,  I always  have  been  at  home  during  the 
year.  There  has  never  been  a financial  year  in  which 
I have  not  been  in  England  up  till  last  year,  when  I 
was  not  in  England  at  all  from  April,  1917,  to  April, 
1918.  Every  other  time  I have  always  got  home  to 
England  in  one  part  of  the  financial  year. 

5169.  Chairman:  We  are  very  much  obliged  to 
you  for  your  presence  to-day.  These  matters  will 
come  into  consideration  with  other  matters  that  we 
have  to  deal  with. 


Mr.  Adam  Mortimer  Singer  and  Mr.  G.  M.  Edwardes  Jones,  called  and  examined. 


The  witnesses  handed  in  the  following  statements  as 
their  evidence-in-chief : — 

Statement  op  the  evidence  proposed  to  be  given  by 
Mr.  Adam  Mortimer  Singer,  op  Milton  Hill, 
Stevf.nton,  Berks,  on  behalf  of  himself  and  of 
Mr.  Washington  Merritt  Grant  Singer,  of 
Norman  Court,  Hants. 

5170.  (1)  The  following  evidence  has  reference  to 
the  position  of  persons  resident  in  this  country 
deriving  income  from  property  situated  abroad,  and 
more  especially  refers  to  the  position  of  subjects  of  the 
United  Kingdom  or  of  the  United  States  who  derive 
their  income  from  America. 

5171.  (2)  We  are  sons  of  the  late  Mr.  Isaac  M. 
Singer,  the  original  inventor  of  the  Singer  Sewing 
Machine  and  founder  of  the  Singer  Manufacturing 
Co.  of  the  U.S.A.,  but  are  naturalized  British  sub- 
jects, and  have  always  from  infancy  been  resident  in 
England  (except  during  short  visits  abroad). 

5172.  (3)  Our  income  is  derived  from  the  dividends 
on  shares  in  the  said  Singer  Manufacturing  Co.  of  the 
U.S.A. 

5173.  (4)  Such  income  is  first  taxed  at  the  source  in 
the  U.S.A.  by  deduction  of  the  United  States  taxes 
from  the  dividends  by  the  paying  bank  in  New  York, 
the  balance  only  being  remitted  to  us. 

5174.  (5)  The  tabular  statement  set  out  in  the  evi- 
dence of  Mr.  G.  M.  Edwardes  Jones  shows  the 
graduated  rates  of  U.S.A.  sur-tax  so  payable  and  de- 
ductible for  last  year,  1918,  applicable  also  to  the  cur- 
rent year  1919  and  future  years — which  in  the  case  of 
one  of  us  works  out  at  over  34  per  cent,  and  in  the 
case  of  the  other  at  over  39  per  cent,  on  our  American 
income. 

5175.  (6)  The  balance  received  is  taxed  in  this 
country  for  Income  and  Super-tax  at  the  rate  of  ap- 
proximately 10s.  6d.  in  the  £. 

5176.  (7)  The  double  taxation  in  the  two  allied 
countries  leaves  us  with  but  a fraction  of  our  present 
gross  depleted  income,  in  one  case  of  less  than  32  per 
cent,  and  in  the  other  case  29  per  cent. 
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5177.  (8)  We  have  no  desire  to  attempt  to  escape 
from  payment  of  our  fair  and  liberal  proportion  of 
contribution  to  the  ordinary  and  special  war  taxation 
both  in  the  country  in  which  our  income  is  earned  and 
produced,  and  also  of  this  country,  which  we  have 
adopted  for  our  home  from  infancy,  but  the  result  of 
the  present  double  taxation  is  that  we  cannot  continue 
to  reside  in  this  country  and  to  derive  a reasonable 
amount  of  benefit  from  our  property  and  to  have  due 
regard  to  the  fulfilment  of  our  moral  obligations  with- 
out trenching  continually  on  our  capital.  The  in- 
evitable result  to  us  and  others  placed  in  a similar 
position  must  be  that  unless  the  gross  unfairness  of 
our  double  burden  is  speedily  adjusted  and  removed 
we  shall  be  compelled,  however  unwillingly,  to  give 
up  our  residence  and  sever  our  connection  altogether 
with  this  country,  and  go  to  reside  in  the  country 
where  our  income  is  produced  and  spend  our  income 
(which  would  then  be  doubled)  there  instead  of  here. 
In  fact,  one  of  our  brothers  felt  himself  compelled  to 
adopt  this  course  even  before  the  war,  when  in  the 
year  1914,  by  section  5 of  the  Finance  Act  of  that 
year,  the  new  principle  of  British  taxation  was 
adopted  of  taxing  residents  here  upon  the  whole  of 
their  foreign  income,  and  not  only  on  the  portion 
thereof  remitted  to  this  country  as  before. 

5178.  (9)  As  a further  illustration,  we  take  the  case 
of  a person  resident  in  the  United  Kingdom  whose  in- 
come from  the  United  States  is  derived  from  a busi- 
ness or  private  partnership  and  amounts  to  §500,000 
or  £100,000.  In  that  case,  such  person  will  have  first 
to  pay  (for  the  year  1918)  12  per  cent,  normal  tax 
(subject  to  a credit  in  respect  of  dividends  on  shares  in 
U.S.  Corporations  who  themselves  pay  normal  tax 
and  to  credits  in  certain  cases  in  respect  of  excess 
profits  tax)  and  also  over  50  per  cent,  sur-tax— 
together  over  62  per  cent.  U.S.  tax — and  would  again 
in  this  country  pay  practically  10s.  6d.  in  the  £ on 
the  balance  of  38  per  cent,  if  received  in  this  country, 
leaving  less  than  19  per  cent,  of  the  income  available ; 
and  if  such  a person  should  happen  to  have  a residence 
also  ip  another  country  as  well  as  the  United  King- 
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dom  it  might  be  that,  if  there  taxed  on  the  same  basis 
and  at  the  same  rate  as  in  the  United  Kingdom,  his 
Income  Taxes  alone  in  the  three  countries  would  be 
over  100  per  cent. — and  the  larger  his  income  the 
greater  would  be  his  deficit.  The  inevitable  effect  of 
such  a result  must  manifestly  be  to  force  out  of  the 
United  Kingdom  all  very  wealthy  people  who  derive 
their  income  from  another  country,  and  compel  them 
to  spend  their  large  incomes  elsewhere  instead  of  in 
this  country  in  which  they  would  desire  to  live,  and 
to  and  in  which  they  would  desire  to  bring  and  spend 
their  large  incomes  if  they  were  permitted  to  have 
the  enjoyment  of  any  fair  and  reasonable  proportion 
thereof. 

5179.  (10)  The  U.S.  Revenue  authorities  have 
evidently  appreciated  the  unfair  and  impossible 
burden  which  would  be  imposed  upon  their  citizens  by 
the  double  taxation  at  the  heavy  rates  now  imposed 
on  their  foreign  income  in  their  own  country  as  well 
as  in  the  country  of  production,  and  consequently  the 
Revenue  Act,  1918,  introduced  the  principle  (for  which 
we  have  always  contended  as  the  right  principle)  of 
setting  off  tax  against  tax  in  the  case  of  such  foreign 
income,  instead  of  only  allowing  deduction  of  foreign 
tax  against  foreign  income,  which  is  the  principle  at 
present  adopted  in  the  United  Kingdom.  "We  venture 
strongly  to  contend  that  this  principle  now  intro- 
duced by  the  United  States  should  be  reciprocated  by 
the  United  Kingdom  in  the  Finance  Act  for  the 
coming  year,  and  in  any  amendments  of  the  Income 
Tax  Acts. 


5180.  (11)  The  effect  of  this  provision,  if  adopted  by 
the  British  Government,  would  be  that  we  would  first 
pay  the  full  taxes  imposed  upon  our  United  States 
income  by  the  U.S. A.,  and  would  then  only  pay  the 
British  Government  on  such  income  derived  from  the 
U.S. A.  the  British  tax  which  might  be  in  excess  of  the 
taxes  imposed  thereon  by  the  U.S.A. ; and  that  a 
British  subject  resident  in  the  United  States  would 
then  get  the  benefit  of  the  provision  in  section  222  (3), 
which  he  would  not  at  present  get  because  a citizen  of 
the  United  States  resident  in  the  United  Kingdom  is 
not  allowed  to  deduct  from  his  British  taxes  on 
United  States  income  the  amount  of  his  United  States 
taxes  thereon. 


5181.  (12)  The  great  importance  of  securing  this 
benefit  for  British  subjects  by  reciprocal  British  legis- 
lation must  be  manifest,  because  in  the  absence  of 
such  reciprocal  legislation  British  subjects  resident  in 
the  United  States  are  placed  at  an  immense  disadvan- 
tage, and  if  their  British  income  is  considerable  might 
be  forced  to  relinquish  their  British  nationality  and 
become  naturalised  United  States  citizens,  or  else  to 
withdraw  the  whole  of  their  investments  and  business 
fiom  the  United  Kingdom  and  invest  all  their  capital 
and  carry  on  their  business  in  the  United  States— and 
looked  at  from  the  other  point  of  view,  of  a United 
States  citizen  resident  in  the  United  Kingdom,  such 
a provision  would  go  a long  way  to  encourage  United 
States  citizens  to  acquire  or  retain  a residence  in  the 
United  Kingdom  and  to  bring  over  and  spend  their 
money  here,  whilst  the  present  state  of  British  taxa- 
tion must  act  as  an  insuperable  deterrent  to  any 
wealthy  United  States  citizen  desiring  to  take  up  or 
retain  a residence  or  spend  his  income  in  the  United 
Kingdom. 


5182.  (13)  With  regard  to  the  other  similar  provi 
sions  in  the  Act  conditional  upon  reciprocal  provision 
in  foreign  countries,  e.g.,  section  216  (e)  which  pro 
yule  in  case  of  a foreign  non-resident  the  credits  ii 
(c)  and  (d)  allowances  for  personal  exemptions  and  fo 
children  against  the  United  States  normal  tax,  we  ar 
authoritatively  informed  that,  by  a recent  ruling  o 
the  United  States  Treasury  Department,  British  sub 
jects  do  not  get  the  benefit  of  these  exemptions  (whils 
on  the  other  hand  French  citizens  do). 

6183.  (14)  Regarding  the  new  U.S.A.  War  Revenu 
Act  as  a whole  we  believe  that  it  has  been  framed  wit! 
due  regard  to  the  advantage  accruing  to  the  U.S.A 
and  their  citizens  of  encouraging  them  to  spread  int 


other  countries  and  embark  upon  world-wide  business ; 
whilst  the  policy  of  British  taxation  hitherto,  and 
more  particularly  in  recent  years,  appears  to  be 
framed  upon  the  principle  that  British  residents 
should  be  discouraged  from  embarking  in  any  business 
in  any  foreign  country  (to  a lesser  extent  even  in 
British  Colonies),  and  that  the  whole  of  their  wealth 
and  enterprise  should  be  locked  up  within  the  borders 
of  the  United  Kingdom  itself. 

5184.  (15)  A comparison  of  the  two  principles,  it  is 
•submitted,  shows  a very  great  advantage  and  en- 
couragement to  United  States  citizens  as  compared 
with  British  residents  in  securing  the  trade  and  com- 
mercial supremacy  in  all  foreign  countries  which  Ger- 
many in  particular  had  to  a large  extent  secured  in 
recent  years  up  to  the  outbreak  of  war. 

5185.  (16)  The  provision  in  the  United  States  Act 
allowing  deductions  of  contributions  for  religious  and 
charitable  purposes  is  much  more  generous  and  more 
just  than  any  corresponding  provision  in  the  United 
Kingdom. 

5186.  (17)  It  is  possible,  by  creating  a trust  for 
charitable  purposes  only,  to  obtain  repayment  of  In- 
come Tax  on  sums  applied  pursuant  to  such  trust  to 
charitable  purposes,  and  if  the  property  producing  the 
income  is  vested  in  the  Official  Trustee  of  Charitable 
Funds  it  is  possible  to  secure  exemption  for  the  in- 
come, but  this  affords  a very  limited  relief  and  the 
taxpayer  seldom  knows  how  to  obtain  it  even  when  Id 
is  possible,  or  he  might  desire  to  do  so. 

5187.  (18)  In  our  own  case  it  was  not  until  we  had 
been  contributing  between  £8,000  and  £10,000  a year 
of  our  income  for  three  years  to  support  a hospital  at 
Milton  Hill  provided  by  Mortimer  Singer,  out  of  in- 
come on  which  large  sums  had  been  paid  for  Income 
Tax,  that  we  became  aware  that  by  creating  a 
charitable  trust  and  vesting  property  in  trustees  suffi- 
cient to  produce  the  income  to  be  applied  we  could 
obtain  exemption  from  tax,  which  ive  then  did;  but 
there  was  no  means  available  by  which  we  could  ob- 
tain repayment  of  the  Income  Tax  paid  on  the 
£30,000  already  spent. 

5188.  (19)  A very  small  proportion  of  those  who 
make  charitable  donations  would  be  willing  to  part 
with  a portion  of  their  capital  and  place  the  same  in 
trust,  and  the  large  proportion  would  certainly  prefer 
to  feel  that  their  contribution,  though  perhaps 
regular,  is  entirely  voluntary  and  can  always  be  in- 
creased, diminished,  varied  or  stopped  from  year  to 
year  without  expensive  formalities,  according  to  the 
donor’s  own  success  in  his  business  or  profession,  or  to 
the  particular  needs  of  different  institutions,  or  their 
methods  of  management  from  time  to  time,  or  to  a 
thousand  other  considerations,  which  it  would  be  im- 
possible to  provide  for  by  constituting  charitable 
trusts. 

5189.  (20)  The  endowment  of  a charitable  institu- 
tion by  putting  a portion  of  one’s  capital  fortune  into 
trust  is  a very  different  matter  from  making  a sub- 
scription or  donation  thereto,  and  probably  in  ninety- 
nine  cases  out  of  a hundred  a donor  would  not  enter- 
tain the  idea  of  constituting  a trust  to  endow  a 
charity,  where  he  would  be  perfectly  willing  to  give  a 
voluntary  annual  subscription  or  donation. 

5190.  (21)  The  absence  of  any  general  provision  cor- 
responding to  that  of  the  United  States  Act  of  1918 
and  the  consideration  that  every  charitable  contribu- 
tion, unless  made  the  subject  of  a trust,  now  costs  the 
donor  (with  the  taxes  upon  it)  double  the  amount  of 
his  contribution,  must  make  a serious  difference  to 
charitable  institutions  whilst  taxes  remain  at  their 
present  high  rates,  and  there  can  be  no  doubt  that 
British  charitable  institutions  would  benefit  very 
greatly  by  such  a general  provision,  while  the  absence 
ol  such  a provision  may  result  in  many  charitable  in- 
stitutions having  to  be  maintained  by  the  State. 

[This  concludes  the  evidence-in-chief  of  Mr 
A.  M.  Singer .]  ' 
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Statement  of  the  evidence  proposed  to  be  given  by 
Mr.  George  Morgan  Edwardes  Jones,  of  8,  Fig 
Tree  Court,  Temple,  Barrister-at-Law,  in  con- 
nection WITH  THE  EVIDENCE  OF  Mr.  ADAM 
Mortimer  Singer. 

5191.  (1)  The  following  evidence  has  reference  to 
the  position  of  persons  resident  in  the  United  King- 
dom deriving  income  from  property  situated  abroad, 
and  more  especially  in  the  United  States  of  America, 
and  to  the  incidence  of  double  war  taxation  imposed 
by  both  countries,  and  deals  more  particularly  with 
the  provisions  of  the  recent  United  States  War 
Revenue  Act,  1918,  and  a comparison  between  the 
methods  and  bases  of  taxation  imposed  by  the  United 
States  and  of  that  imposed  by  the  United  Kingdom. 

5192.  (2)  The  citizens  are  entitled  to  require  that 
the  Legislature  shall  cause  all  public  taxation  to  be 
fair  and  equal  in  proportion  to  the  value  of  property 
so  that  no  one  class  of  individuals  and  no  one  species 
of  property  may  be  unequally  or  unduly  assessed 
(Story’s  Commentaries  II.,  p.  268).  Subject  to  this 
every  state  has  the  right  to  levy  taxation  either  on 
persons  who  are  in  fact  resident  within  the  state  or  on 
property  situate  within  the  state,  and  may  determine 
the  measure  of  taxation  of  a person  so  resident  by 
reference  to  property  not  situate  within  the  state — 
(Colquhoun  v.  Brooks,  14  App.  C.,  493  at  p.  503,  and 
21  Q.B.D.  per  Lord  Esher,  M.R.,  at  p.  57  and  Fry, 
L.J.,  at  p.  62). 

5193.  (3)  Accordingly  the  state  may  by  sufficiently 
clear  words  thus  impose  a tax  on  property  not  situate 
within  it  by  imposing  the  tax  on  the  individual  who 
owns  the  property,  yet  such  a result  if  attained 
directly  by  imposing  a tax  on  the  property  would  be 
inadmissible  and  would  be  a breach  of  the  comity  of 
nations,  and  it  is  only  because  Income  Tax  in  respect 
of  property  situate  abroad  is  a charge  upon  a person 
in  respect  of  a thing  and  not  upon  the  thing  itself 
that  it  is  permissible  to  impose  it. 

5194.  (4)  As  the  state  is  bound  by  the  comity  of 

nations  to  recognize  a corresponding  right  of  the 
state  in  which  property  is  situated  to  levy  taxes  on 
the  owner  in  respect  of  it,  it  follows  that  the  class  of 
individuals  deriving  income  from  property  situate 
abroad  is  liable  to  be  unequally  assessed,  and  that 
according  to  the  passage  cited  from  Story  the  Legis- 
lature ought  to  redress  such  inequality  where  it 
arises.  . 

5195.  (5)  Up  to  the  year  1914  no  serious  hardship 
arose  because  the  tax  in  the  United  Kingdom  was 
not  measured  by  reference  to  the  property  owned  by 
the  individual  or  the  income  derived  therefrom  but 
by  reference  to  the  amount  of  income  which  the  indi- 
vidual thought  fit  to  bring  into  the  United  Kingdom, 
and  the  United  States  had  been  prevented  by  a 
decision  of  the  Supreme  Court  from  levying  a federal 
Income  Tax. 

5196.  (6)  By  section  5 of  the  Finance  Act  1914 
Income  Tax  was  imposed  on  the  whole  income  of  the 
individual  derived  from  foreign  and  colonial  stocks, 
shares,  securities,  or  rents,  with  the  result  that  what 
Lord  Esher  (21  Q.B.D.  at  p.  57)  had  considered  to  be 
so  contrary  to  the  comity  of  nations  that  it  could  not 
be  intended  became  law.  In  the  preceding  year  1913 
in  the  United  States  the  16th  amendment  to  the  Con- 
stitution had  provided  that  “ the  Congress  shall  have 
power  to  lay  and  collect  taxes  on  income  from  what- 
ever source  derived  without  apportionment  among  the 
several  states  and  without  regard  to  any  census  or 
mensuration,”  and  thereby  enabled  Congress  to  levy  a 
Federal  Income  Tax. 

5197  (7)  On  October  3rd,  1913,  Congress  approved 
Cap.  16  of  Sess.  1 of  63rd  Congress,  which  provided 
(Sect.  11)  for  a levy  of  Income  Tax  on  every  citizen 
whether  residing  at  home  or  abroad,  and  every  person 
not  a citizen  residing  in  the  United  States,  and  on 
the  entire  net  income  from  all  property  owned  or  trade 
carried  on  in  the  United  States  by  persons  resident 
elsewhere,  at  the  following  rates:  — 

1%  per  annum  with  additional  rates  of 
1%  on  excess  over  $20,000  up  to  $50,000 

50.000  „ 75,000 

75.000  ,,  100,000 

100.000  „ 250,000 

250.000  ,,  500,000 

500.000 


2% 

3% 

4% 

5% 

6% 


5198.  (8)  On  September  8th,  1916,  Congress 
approved  the  Revenue  Act  of  1916,  which  imposed  in 
respect  of  income  received  after  June  1st,  1916, 
2 per  cent,  on  the  income  in  the  preceding  calendar 
year  from  all  sources  received  by  a citizen  or  resident 
of  the  United  States,  and  on  the  income  received  from 
all  sources  within  the  United  States  by  a non- 
resident alien,  with  additional  rates  of— 


1% 

2% 

3% 

4% 

5% 

6% 


8% 

9% 

10% 

11% 

12% 


$20,000  to 

40.000  „ 

60.000  „ 
80,000  „ 

100,000  „ 

150.000  „ 

200.000  „ 

250.000  „ 

300.000  „ 

500.000  „ 
1,000,000  „ 
1,500,000  „ 
2,000,000 


$40,000 

60,000 

80,000 

100,000 

150.000 

200.000 

250.000 

300.000 

500.000 
1,000,000 
1,500,000 
2,000,000 


5199.  (9)  It  was  provided  that  income  derived  from 
dividends  on  the  capital  stock  or  from  the  net  earnings 
of  any  corporation,  joint  stock  company  or  association, 
or  insurance  company,  should  be  included,  except  that 
in  the  case  of  non-resident  aliens  such  income  derived 
from  sources  without  the  United  States  should  not  be 
included. 


5200.  (10)  There  was  also  a Corporation  Tax  of 
2 per  cent. 

5201.  (11)  In  1917  the  Federal  War  Tax  Law,  1917, 
imposed  an  additional  normal  tax  of  2 per  cent,  and  a 
further  additional  tax  upon  the  income  of  every  indi- 
vidual received  in  the  calendar  year  1917  and  every 
calendar  year  thereafter  as  follows : — 


1%  on  excess  over 

2%  „ 

3%  „ 

4%  „ 

5%  „ 

7%  „ 

10%  „ 

14%  „ 

18%  „ 

22%  „ 

25%  „ „ 

30%  „ 

34%  „ 

37%  „ 

40%  „ „ 

45%  „ 

50%  „ 


$5,000  to  $7,500 

7,500  ,,  10,000 

10.000  „ 12,500 

12,500  „ 15,000 

15.000  ,,  20,000 

20.000  „ 40,000 

40.000  „ 60,000 

60.000  .,  80,000 

80,000  .,  100,000 

100.000  „ 150,000 

150.000  ,,  200,000 

200.000  ,,  250,000 

250.000  ,,  300,000 

300.000  ,,  500,000 

500.000  „ 750,000 

750.000  ,,  1,000,000 

1,000,000 


5202.  (12)  The  Corporation  Tax  was  increased  by 
4 per  cent,  to  6 per  cent. 

5203.  (13)  An  excess  profits  tax  was  also  imposed 
(s  201)  on  the  income  of  any  corporation,  partner- 
ship or  individual,  of  20  per  cent,  of  the  income  in 
excess  of  the  authorized  deduction  and  not  in  excess 
of  15  per  cent,  of  the  invested  capital, 


25  % in  excess 

35  °/o  „ „ 

45  % „ „ 

60  o/0  „ „ 


of  15  % up  to  20  % 
,,  20  o/0  „ „ 25  o/0 
„ 25  o/0  „ „ 33  o/0 
„ 33  o/0. 


5204.  (14)  The  deductions  allowed  (s.  203)  were 
based  on  the  percentages  earned  on  the  capital  during 
a pre-war  period. 


5205.  (15)  The  tax  was  not  imposed  on  a non- 
resident  alien  or  foreign  company  with  less  income 
ihan  $3,000. 


5206.  (16)  By  the  Revenue  Act,  1918,  a normal 
x of  12  per  cent,  (or  in  the  case  of  a citizen  of  the 
lited  States  6 per  cent,  on  the  first  $4,000  and  12  pel 
nt.  above  that  amount)  on  the  net  income  for  the 
lendar  year  1918,  and  8 per  cent,  m heu  of  12  P®r 
nt.  and  4 per  cent,  in  lieu  of  6 per  cent  for  U.S. 
fizens  on  the  first  $4,000  in  each  ensuing  year,  is 
bstituted  for  the  1 per  cent,  and  2 per  cent,  imposed 
i all  incomes  by  the  1916  and  1917  Acts,  and  sur- 
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taxes  in  lieu  of  the  above  sur-taxes  at  the  following 
rates — 

TJ.S.A.  Income  Tax  for  1918  and  1919  and  Future 
Years. 

Statement  of  graduated  sur-taxes  payable  under  the 
TJ.S.  Revenue  Act,  1918,  calculated  as  to  citizens 
and  residents  of  TJ.S.A.  on  their  whole  income, 
and  as  to  non-resident  aliens  on  their  income 
derived  from  sources  within  the  TJ.S.A. — 

Amount  of  annual 
sur-tax  for  1918  and 


Rate  future  years  in  addi- 
A mount  of  income.  percent,  tion  to  normal  tax 

of  sur-tax.  (of  12%  beyond  cer- 


First 

$ 

5,000  ... 

Nil 

tain  limits  for  1918— 
8 % for  future  years). 
$ ' 

Nil 

Next 

1,000  ... 

1 

10 

Total 

6,000  ... 

10 

Next 

2,000  ... 

2 

40 

Total 

8,000  ... 

50 

Next 

2,000  ... 

3 

60 

Total 

10,000  ... 

110 

Next 

2,000  ... 

4 

80 

Total 

12,000  ... 

190  . 

Next 

2,000  ... 

5 

100 

Total 

14,000  ... 

290 

Next 

2,000  ... 

6 

120 

Total 

16,000  ... 

410 

Next 

2,000  ... 

7 

140 

Total 

18,000  ... 

550 

Next 

2,000  ... 

8 

160 

Total 

20,000  ... 

710 

Next 

2,000  ... 

9 

180 

Total 

22,000  ... 

890 

Next 

2,000  ... 

10 

200 

Total 

24,000  ... 

1,090 

Next 

2,000  ... 

11 

220 

Total 

26,000  ... 

1,310 

Next 

2,000  ... 

12 

240 

Total 

28,000  ... 

. 

- 1,550 

Next 

2,000  ... 

13 

260 

Total 

30,000  ... 

1,810 

Next 

2,000  ... 

14 

280 

Total 

32,000  ... 

2,090 

Next 

2,000  ... 

15 

300 

Total 

34,000  ... 

2,390 

Next 

2,000  ... 

16 

320 

Total 

36,000  ... 

*2,710 

Next 

2,000  ... 

17 

340 

Total 

38,000  ... 

3,050 

Next 

2,000  ... 

18 

360 

Total 

40,000  ... 

3,410 

Next 

2,000  ... 

19 

’380 

Total 

42,000  ... 

3,790 

Next 

2,000  ... 

20 

4C0 

Total 

44,000  ... 

4,190 

Next 

2,000  ... 

21 

420 

Total 

46,000  ... 

4.610 

Next 

2.000  ... 

22 

440 

Total 

48,000  ... 

5,050 

Next 

2,000  ... 

23 

460 

Amount  of  income.  Rato  er  cent.  Amount  of  super-tax 

* 4 


Total 

Next 

50,000  ... 
2,000  ... 

24 

5,510 

480 

Total 

Next 

52,000  ... 
2,000  ... 

25 

5,990 

500 

Total 

Next 

54,000  ... 
2,000  ... 

26 

6,490 

520 

Total 

Next 

56,000  ... 
2,000  ... 

27 

7,010 

540 

Total 

Next 

58,000  ... 
2,000  ... 

28 

7,550 

560 

Total 

Next 

60,000  ... 

2,000  ... 

29 

8,110 

580 

Total 

Next 

62,000  ... 

2,000  ... 

30 

8,690 

600 

Total 

Next 

64,000  ... 
2,000  ... 

31 

9,290 

620 

Total 

Next 

66,000  ... 

2,000  ... 

32 

9,910 

640 

Total 

Next 

68,000  ... 

2,000  ... 

33 

10,550 

660 

Total 

Next 

70,000  ... 
2,000  ... 

34 

11,210 

680 

Total 

Next 

72,000  ... 
2,u00  ... 

35 

11,890 

700 

Total 

Next 

74,000  ... 
2,000  ... 

36 

12,590 

720 

Total 

Next 

76,000  ... 
2,000  ... 

37 

13,310 

740 

Total 

Next 

78,000  ... 
2,000  ... 

38 

14,050 

760 

Total 

Next 

80,000  ... 

2,000  ... 

39 

14,810 

780 

Total 

Next 

82,000  ... 

2,000  ... 

40 

15,590 

800 

Total 

Next 

81,000  ... 

2,000  ... 

41 

16,390 

820 

Total 

Next 

86,000  ... 

2,000  ... 

42 

17,210 

840 

Total 

Next 

88,000  ... 

2,000  ... 

43 

18,050 

860 

Total 

Next 

90,000  ... 
2,000  ... 

44 

18,910 

880 

Total 

Next 

92,000  ... 
2,000  ... 

45 

19,790 

900 

Total 

Next 

94,000  ... 
2,000  ... 

46 

20,690 

920 

Total 

Next 

96,000.  ... 
2,000  ... 

47 

21,610 

940 

Total 

Next 

98,000  ... 
2,000  ... 

48 

22,550 

960 

Total 

Next 

100,000  ... 
50,000  ... 

52 

23,510 

26,000 

Total 

Next 

150,000  ... 
50,000  ... 

56 

49,510 

28,000 

Total 

Next 

200,000  ... 

100,000  ... 

60 

77,510 

60,000 
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Amount  of  income.  Rate  per  cent.  Amount  of  sur-tax. 
* $ 


Total 

...  300,000  .. 

_ 

137,510 

Next 

...  200,000  .... 

63 

126,000 

Total 

...  500,000  ... 



263,510 

Next 

...  500,000  ... 

64 

320, 0O0 

On  an  ) 

income  > $1,000,000- 
total  J 

On  any  excess  beyond 

5207.  (17)  By  section  230  the  Corporation  Tax  was 
increased  to  12  per  cent,  for  the  calendar  year  1918, 
and  10  per  cent,  for  ensuing  years,  and  by  section 
301  an  excess  profits  tax  was  imposed  on  corporations 
in  lieu  of  the  excess  profits  tax  imposed  by  the  Act 
of  1917  at  enhanced  rates  for  1918  and  the  following 
years. 

5208.  (18)  The  result  is  that  a person  resident  in 
the  United  Kingdom  deriving  his  income  from  pro- 
perty in  the  United  States  may  have  to  pay  nearly 
65  per  cent.  Income  Tax  in  the  United  States,  and 
6s.  in  the  £ Income  Tax  and  4s.  6d.  in  the  £ 
Super-tax  on  the  balance  of  35  per  cent.,  while  in 
certain  cases  it  may  be  possible  that  this  10s.  6d. 
in  the  £ will  be  charged  on  far  more  than  35  per 
cent.,  because  it  is  charged  on  the  average  of  the 
preceding  three  years  when  the  Income  Tax  in  the 
United  States  was  on  a much  lower  scale  on  the  same 
income. 

5209.  (19)  It  usually  happens  that  persons  with 
large  incomes  have  very  heavy  commitments,  e.g., 
to  dependants  and  charities  which  are  not  legal  obli- 
gations so  as  to  be  deductible  for  United  Kingdom 
Income  Tax,  but  are  none  the  less  moral  obligations 
and  are  in  some  cases  of  great  advantage  to  the 
State. 

5210.  (20)  The  Revenue  Act,  1918,  recognizes  all 
these  points  and  to  a great  extent  includes  provisions 
to  meet  them — - 

Thus  by  section  213  (b)  (1)  gross  income  does 
not  include  the  proceeds  of  Life  Insurance  poli- 
cies paid  on  the  death  of  the  insured  to  indi- 
vidual beneficiaries. 

By  section  213  (c)  in  the  case  of  non-resident 
aliens  gross  income  includes  only  the  gross  in- 
come from  sources  within  the  United  States. 

By  section  214  (a)  deductions  include — 

(3)  taxes  other  than  income,  war  profits,  and 
excess  profits  taxes;  and  local  taxes  other  than 
those  which  tend  to  increase  the  value  of  the 
property  assessed;  and  these  subject  to  certain 
qualifications  are  allowed  as  deductions  not 
only  when  levied  by  or  in  the  United  States 
but  when  they  are  levied  by  the  authority  of 
the  countries  from  whence  the  income  is  de- 
rived. 

(11)  Contributions  or  gifts  made  within  the 
taxable  year  to  corporations  organised  and 
operated  exclusively  for  religious  or  charitable 
purposes,  to  an  amount  not  in  excess  of  15  per 
cent,  of  the  net  income,  but  in  the  case  of 
a non-resident  alien  this  deduction  is  only 
allowed  in  respect  of  gifts  to  domestic  corpora- 
tions (i.e.,  corporations  within  the  United 
States). 

By  section  216,  for  the  purposes  of  the  normal 
tax,  a ci’edit  is  .allowed  of  $2,000  for  husband 
and  wife,  and  $200  for  each  other  person  de- 
pendent upon  and  receiving  his  chief  support 
from  the  taxpayer,  if  under  18  years  old  or 
incapable  of  self  support  because  mentally  or 
physically  defective,  but  in  the  case  of  a non- 
resident alien  these  credits  are  only  allowed  if 
the  alien's  country  allows  similar  credits 


By  section  222  a credit  is  allowed — 

(1)  to  any  citizen  of  the  United  States  of 
any  income,  war  profits,  and  excess  profits 
taxes,  paid  to  any  foreign  country  upon  any 
income  derived  from  sources  therein,  or  to 
any  possession  of  the  United  States. 

(2)  to  any  resident  of  the  amount  of  such 
taxes  paid  to  any  possession  of  the  United 
States. 

(3)  to  any  alien  resident  the  amount  of  such 
taxes  paid  by  him  to  his  own  country  upon 
income  derived  from  sources  therein,  if  such 
country  allows  a similar  credit  to  citizens  of 
the  United  States. 

By  section  238  ‘a  credit  is  allowed  to  any 
domestic  corporation  of  the  amount  of  any  in- 
come, war  profits,  and  excess  profits  taxes,  paid 
during  the  taxable  year  to  any  foreign  country 
on  income  derived  from  sources  therein  or  to  any 
possession  of  the  United  States. 

5211.  (21)  My  experience  to  a great  extent  illus- 
trates the  points  mentioned  and  the  importance  of 
making  some  provisions  in  the  United  Kingdom 
similar  to  that  contained  in  section  222  of  the  United 
States  Revenue  Act,  1918. 

5212.  (22)  In  some  other  respects  the  U.S.  War 
Revenue  Act,  1918,  suggests  possibilities  of  amend- 
ments which  might  usefully  be  made  in  the  United 
Kingdom. 

5213.  (23)  Having  had  for  20  years  considerable 
opportunities  of  discussing  the  incidence  of  taxation 
with  persons  holding  important  positions  in  the  com- 
mercial world,  I am  convinced  that  the  Revenue  will 
profit  if  the  business  community  recognizes  that  the 
taxation  of  trade  profits  is  consistent  with  business 
methods  and  is  administered  fairly  and  even 
generously. 

5214.  (24)  I believe  that  the  Revenue  before  the 
war  suffered  for  want  of  such  recognition. 

5215.  (25)  There  was  a general  feeling  that  the 
Income  Tax  laws  were  unjust,  that  the  exercise  of 
the  necessarily  drastic  powers  given  to  enforce  them 
was  oppressive,  and  that  therefore  the  taxpayer  in 
self-defence  was  justified  in  paying  no  more  than  he 
was  compelled  to  pay  and  disclosing  no  more  than  he 
was  required  to  disclose. 

5216.  (26)  During  the  war,  probably  owing  to 
recognition  of  the  fact  that  the  country  badly  wanted 
the  money,  a better  feeling  arose,  and  most  people 
thought  it  right  to  assist  the  Surveyors  in  their  task 
and  to  pay  all  that  they  could  reasonably  be  asked  to 
pay.  Whether  as  a result  or  not  there  has  arisen 
a general  recognition  that  the  Surveyors  are  doing 
their  best  to  act  fairly. 

5217.  (27)  It  is  worth  while  therefore  to  obviate 
any  obstacles  to  this  improved  feeling  becoming 
permanent. 

5218.  (28)  These  obstacles  broadly  speaking  are:  — 
1.  Inconsistency  between  the  assessment  of 

profits  for  Income  Tax  purposes  and  for  business 
purposes.  Income  Tax  is  a tax  upon  income, 
and  it  should  be  possible  for  the  firm’s  accountant 
to  discuss  -with  the  Surveyor  the  amount  of  the 
assessable  profit  on  the  same  lines  as  those  on 
which  he  discusses  with  the  partners  the  amount 
of  their  profits  which  is  available  for  income. 

The  U.S.  Act  seems  to  me  to  be  superior  in  this 
respect.  Thus — 

(a)  S.  212  provides  that:  “The  net  income 
shall  be  computed  upon  the  basis  of  the  tax- 
payer’s annual  accounting  period  (fiscal  year  or 
calendar  year  as  the  case  may  be)  in  accordance 
with  the  method  of  accounting  regularly  em- 
ployed in  keeping  the  books  of  such  taxpayer; 
but  if  no  such  method  of  accounting  has  been  so 
employed  or  if  the  method  employed  does  not 
clearly  reflect  the  income,  the  computation  shall 
be  made  upon  such  basis  and  in  such  manner  as 
in  the  opinion  of  the  Commissioner  does  clearly 
reflect  the  income.” 

R 3 


( the  sur-tax 
; works  out 
( f-t  j 

$1,000,009,  65  per.  cent, 


}58‘351  per  cent, 
to  $583,510. 


27880 
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This  seems  to  me  to  admit  of  a nearer  approach  to 
business  methods  than  the  provisions  of  Schedule  D, 
especially  as  the  Commissioners  of  Inland  Revenue 
insist  on  referring  to  the  amount  of  income  to  be 
returned  as  a “ statutory  ” income,  instead  of  quot- 
ing accurately  the  rule  “ the  duty  . . . shall  be 

computed  on  a sum  not  less  than  the  full  amount 
of  the  balance  of  the  profits  or  gains  upon  a fair 
and  just  average  of  three  years,”  which  does  not. 
suggest  that  this  sum  in  any  sense  represents  income. 
It  is  true  that  these  words  have  been  altered  in  the 
Income  Tax  Act,  1918,  but  they  still  fall  short  of 
justifying  the  phrase  “ statutory  ” income. 

(b)  S.  214  provides  for  deductions  which  on 
the  whole  seem  to  me  to  be  much  more  reason- 
able. Thus  it  allows  for  deducting : — 

(4)  Losses  sustained,  and  not  compensated 
for  by  insurance  or  otherwise,  if  incurred  in 
trade  or  business. 

“ (5)  Losses  sustained,  and  not  compensated 
for,  if  incurred  in  any  transaction  entered  into 
for  profit  though  not  connected  with  the  trade 
or  business,  but  in  the  case  of  a non-resident 
alien  only  as  to  such  transactions  within 
the  U.S. 

“ (6)  Losses  sustained  during  the  year  of 
property  not  connected  with  the  trade  or 
business  (but  in  the  case  of  a non-resident 
alien  only  property  within  the  U.S.)  if  arising 
from  fires,  storms,  shipwreck  or  other  casualty, 
or  from  theft,  and  if  not  compensated  for  by 
insurance  or  otherwise.” 

The  provision  made  in  the  United  Kingdom  by  the 
Customs  and  Inland  Revenue  Act,  1890,  s.  23,  and 
now  by  the  Income  Tax  Act,  1918,  6.  34,  is  very  much 
narrower,  and  it  often  happens  that  the  taxpayer 
fails  to  give  notice  within  the  time  limited  and  is 
thereby  precluded  from  obtaining  any  benefit  even 
within  the  limits  of  this  provision.  Moreover,  this 
remedy  is  incomplete  as  it  has  been  held  that  there  is 
no  appeal  by  case  stated  from  a decision  under  this 
section. 

(8)  A reasonable  allowance  for  the  exhaustion, 
wear  and  tear  of  property  used  in  the  trade  or 
business,  including  a reasonable  allowance  for 
obsolescence.” 

This  seems  to  me  to  compare  favourably  with  the 
involved  provisions  dealt  with  in  the  Command  Paper 
Cd.  9134  of  1918. 

(11)  Contributions  or  gifts  made  to  corpora- 
tions,  organized  and  operated  exclusively  for 
religious,  charitable,  scientific  or  educational 
purposes.” 

Having  regard  to  the  magnitude  of  the  grants  re- 
quired to  bring  the  Education  Act,  1918,  into  effective 
working  the  Crown  would  probably  gain  by  the 
adoption  of  a similar  deduction  at  least  so  far  as 
educational  purposes  are  concerned. 

“ (12)  At  the  time  of  filing  his  return  for  1918 
a taxpayer  may  file  a claim  in  abatement  based 
on  the  fact  that  he  has  sustained  a substantial 
loss  (whether  or  not  actually  realized  by  sale  or 
other  disposition)  resulting  from  any  material 
reduction  (not  due  to  temporary  fluctuation)  of 
the  value  of  the  inventory  for  such  taxable  year. 

. . . If  it  is  shewn  to  the  satisfaction  of  the 

Commissioner  that  such  substantial  loss  has  been 
sustained  the  amount  of  such  loss  shall  be 
deducted  from  the  net  income.” 

This  provision  is  in  accordance  with  sound  business 
principles. 

(c)  S.  219,  which  relates  to  income  of  estates 
or  of  property  held  in  trust,  exempts  “ any  part 
of  the  gross  income  which  pursuant  to  the  terms 
of  the  will  or  deed  creating  the  trust  is  during 
the  taxable  year  paid  to  or  permanently  set  aside 
for  any  corporation  organized  and  operated  ex- 
clusively for  religious,  charitable,  scientific  or 
educational  purposes,  no  part  of  the  net  earnings 
of  which  inures  to  the  benefit  of  any  private 
stockholder  or  individual.” 


This  seems  to  be  a much  more  comprehensive  and 
comprehensible  provision  than  the  elaborate  provisions 
contained  in  Rule  VI  of  Schedule  A,  Rule  III  of 
Schedule  C,  and  section  105  of  the  Income  Tax  Act, 
1842. 

2.  A further  obstacle  to  good  relations  with  the 
Surveyor  is  the  fear  that  any  information  volun- 
teered may  give  rise  to  an  unjust  claim  and  that 
there  will  be  no  redress. 

5219.  (29)  The  U.S.  Act,  s.  252,  provides  that  “ if 

upon  examination  of  any  return  of  income  ...  it 
appears  that  an  amount  of  income,  war  profits,  or 
excess  profits  tax,  has  been  paid  in  excess  of  that 
properly  due,  then  . . . the  amount  of  the  excess 

sliall  be  credited  against  any  taxes  then  due  under 
any  other  return,  and  any  balance  of  such  excess 
sliall  be  immediately  refunded  provided  a claim  is 
filed  by  the  taxpayer  before  the  expiration  of  five 
years  from  the  date  when  the  return  was  due  ” ; and 
s.  1316  provides  that  “ the  Commissioner  of  Internal 
Revenue,  subject  to  regulations  prescribed  by  the 
Secretary  of  the  Treasury,  is  authorized  to  remit, 
refund,  and  pay  back,  all  taxes  erroneously  or  illegally 
assessed  or  collected,  all  penalties  collected  without 
authority,  and  all  taxes  that  appear  to  be  unjustly 
assessed  or  excessive  in  amount  or  in  any  manner 
wrongfully  collected  . . . and  shall  make  report 

to  Congress  at  the  beginning  of  each  regular  session 
of  all  transactions  under  this  section.” 

5220.  (30)  These  provisions  seem  to  be  more  liberal 
and  just  than  the  Acts  in  the  United  Kingdom  which 
preclude  any  relief  more  than  three  years  after  the 
end  of  the  year  of  assessment  and  contain  no  such 
general  power  of  granting  relief. 

5221.  (31)  The  taxpayer’s  fear  is  not  so  much 
as  to  what  the  Surveyor  will  do  if  left  to  himself, 
but  that  he  may  feel  bound  to  submit  some  questions 
to  headquarters  and  will  then  be  ordered  to  insist 
on  some  point  which  the  Board  consider  important. 
The  result  is  that,  however  right  he  may  be,  the 
taxpayer  has  either  got  to  submit  or  to  fight  the 
Crown,  with  the  prospect  that  if  he  takes  his  case 
to  the  High  Court  he  will  almost  certainly  have  the 
Attorney-General  or  Solicitor-General  briefed  against 
him,  and  will  have  to  brief  someone  of  equal  ability 
if  he  can,  and  to  pay  proportionately  heavy  costs  if 
he  loses. 

5222.  (32)  In  such  circumstances  few  people  venture 
to  fight  and  much  injustice  may  be  done  which  might 
be  obviated  if  some  impartial  official  could  be  ap- 
pointed with  some  such  general  dispensing  power  as 
is  contained  in  the  United  States  Act,  so  that  no 
question  of  principle  would  be  involved  and  no  fight 
before  the  Law  Courts  would  be  required. 

5223.  (33)  In  the  United  States  the  practice  is 
followed  of  publishing  departmental  decisions  and 
Treasury  decisions  as  to  particular  cases,  which  are 
cited  “ T.D.”  Something  of  the  sort  was  done  in  the 
United  Kingdom  in  1882,  when  a series  of  Cases  for 
the  Opinion  of  the  Law  Officers  in  Scotland  was 
printed,  which  was  reprinted1  and  published  as  a part 
of.  Tax  Cases  in  1907.  It  would  tend  to  minimise 
litigation  and  to  facilitate  administration  if  this 
could  be  extended  and  brought  and  kept  up  to  date 
on  the  lines  followed  in  the  United  States.  As  regards 
departmental  rulings,  it  is  said  in  the  United  States 
that  “ unless  large  revenue  is  involved  or  there  is  a 
lack  of  courteous  frankness  the  Department  may  often 
be  convinced  of  error  and  it  has  repeatedly  reversed 
its  rulings.”  The  necessity  for  this  might  be  largely 
obviated  here  by  the  practice  of  submitting  difficult 
points  to  the  Law  Officers. 

5224.  (34)  It  would  tend  to  diminish  the  existing 
fear  of  injustice  if  the  Board  of  Inland  Revenue 
would  abandon,  and  publicly  state  that  they  have 
abandoned,  the  practice  which  is  referred  to  in  para- 
graph 5 on  p.  10  of  “ Dowell  ” as  “ compelling  a 
taxpayer  by  means  of  a surcharge  to  verify  his  return 
on  appeal.”  In  default  of  a return  the  Commissioners 
raise  an  official  charge.  The  charge  so  made  may 
have  no  relation  at  all  to  the  facts,  and  (where  the 
default  arises  simply  from  non-receipt  of  or  inability 
to  understand  the  precept)  may  become  binding  and 
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may  be  enforced  against  a perfectly  innocent  person. 
There  does  not  appear  to  be  any  reason  why  the  Com- 
missioners should  not  follow  the  procedure  laid  down 
in  section  126  of  the  Income  Tax  Act,  1842,  and 
instead  of  assessing  in  a penal  sum  with  the  view  of 
compelling  appearance,  proceed  to  ascertain  according 
to  the  best  of  their  judgment  in  what  sums  such 
person  ought  to  be  charged. 

6225.  (35)  Good  relations  with  the  Surveyors  would 
also  be  encouraged  by  a public  recognition  by  the 
Board  that  the  duties  of  the  Surveyors  ought  to  be 
carried  out  in  a judicial  spirit  and  that  they  ought  to 
give  the  taxpayer  all  the  assistance  they  can  in 
obtaining  any  exemption  or  abatements  to  which  he 
is  entitled. 

[This  concludes  the  evidencc-in-cliief  of  Mr.  G.  M. 
Edwardes  Jones.] 

5226-  Chairman:  Mr.  Singer,  will  you  deal  with 
your  case  first;  we  will  take  Mr.  Edwardes  Jones 
afterwards  on  the  other  points  ? — {Mr.  Mortimer 
Singer)  Yes. 

5227.  Would  you  like  to  read  your  statement,  or 
state  your  case  verbally  to  the  Commission  ? — I do  not 
know  that  there  is  very  much  to  be  said,  excepting 
what  is  given  in  the  evidence.  I was  born  in  America 
— I am  an  American — and  brought  to  France  at  the 
age  of  two  without  my  permission.  I lived  there 
about  four  years,  and  I have  lived  here  ever  since. 
Then  I became  naturalized  in  the  year  1900,  and  if  I 
had  known  it  was  going  to  be  so  very  expensive  I 
rather  doubt  whether  I should  have  become 
naturalized,  although  my  sentiments  are  completely 
with  this  country,  and  I have  always  wanted  to  live 
here;  but  now  of  course  we  have  to  ask  ourselves  a 
very,  very  serious  question,  and  that  is  whether  our 
sentiments  in  wishing  to  live  here  are  sufficiently 
strong  to  warrant  our  being  able  to  spend  only  about 
35  per  cent,  of  our  incomes  instead  of  about  70  per 
cent,  if  we  went  back  to  the  United  States,  which  is 
almost  exactly  the  position. 

5228.  Would  that  be  your  position  if  you  went  now 
to  the  United  States? — Yes. 

5229.  That  your  large  income  would  not  be  taxed 
more? — No,  I do  not  think  so.  It  would  be  taxed,  I 
think,  about  the  same,  in  my  case  somewhere  round 
33  per  cent,  in  the  States,  and  then  as  the  matter 
stands  at  present  the  other  67  per  cent,  when  it  comes 
to  this  country  has  to  pay  the  Income  Tax  and  the 
Super-tax,  which  is  round  about  55  per  cent,  on  the 
balance,  so  it  only  leaves  us  some  35  to  37  per  cent,  of 
our  reall  incomes  to  spend  at  all. 

5230.  Has  the  income  increased  largely  during  the 
war  when  these  heavy  taxes  have  been  on? — Do  you 
mean  our  incomes? 

5231.  Yes. — Directly  war  was  declared  our  incomes 
were  divided  by  half.  There  was  a very  small  increase 
after  that.  It  used  to  be  somewhere  about  16  per 
cent. ; it  then  went  down  to  8 per  cent. ; and  I am  not 
exactly  certain,  but  I should  imagine  after  about  a 
year  or  a year  and  a half  it  went  up  to  10  per  cent., 
and  it  has  remained  there  ever  since.  So  our  incomes 
have  been  a great  deal  less  than  they  were  at  the 
beginning  of  the  war,  naturally,  as  they  depended 
entirely  on  the  Singer  Sewing  Machine  Company, 
and  they  had  enormous  tracts  of  land  in  Russia,  for 
instance,  where  they  had  enormous  forests,  thousands 
of  acres  of  forests,  out  of  which  they  made  their 
tables  for  the  machines  and  their  packing  cases,  and 
all  that  kind  of  thing.  Those  were  confiscated;  and 
of  course  everything  was  smashed  up  in  Belgium,  and 
in  many  parts  of  Russia,  and  the  North  of  France, 
and  in  many  other  parts  of  the  world,  where  our  per- 
sonnel ceased  to  exist  altogether,  and  all  the  stock 
went,  and  anybody  who  hired  machines  had  their 
machines  stolen  or  broken;  that  was  an  enormous 
loss. 

5232.  But  what  about  America? — I should  imagine 
that  the  business  there  was  improved.  Of  course,  they 
took  to  making  munitions;  but  I personally  know 
nothing  about  the  business  of  the  company.  It  is  a 


company  which  is  about  two-thirds  owned  by  an  in- 
terest which  is  not  Singer;  in  fact,  anybody  of  the 
name  of  Singer  is  rather  kept  out  of  the  secrets  of  the 
company.  We  are  only  shareholders. 

5233.  Now  will  you  kindly  proceed  with  your 
evidence? — Would  you  like  me  to  read  it? 

5234.  Yes. — “ The  following  evidence  has  reference 
to  the  position  of  persons  resident  in  this  country  de- 
riving income  from  property  situated  abroad,  and 
more  especially  refers  to  the  position  of  subjects  of  the 
United  Kingdom  or  of  the  United  States  who  derive 
their  income  from  America.  (2)  We  are  sons  of  the 
late  Mr.  Isaac  M.  Singer,  the  original  inventor  of  the 
Singer  sewing  machine  and  founder  of  the  Singer 
Manufacturing  Co.  of  the  U.S.A.,  but  are  naturalized 
British  subjects,  and  have  always  from  infancy  been 
resident  in  England  (except  during  short  visits 
abroad).  (3)  Our  income  is  derived  from  the  divi- 
dends on  shares  in  the  said  Singer  Manufacturing  Co. 
of  the  U.S.A.  (4)  Such  income  is  first  taxed  at  the 
source  in  the  U.S.A.  by  deduction  of  the  United 
States  taxes  from  the  dividends  by  the  paying  bank 
in  New  York,  the  balance  only  being  remitted  to  us. 
(5)  The  tabular  statement  set  out  in  the  evidence  of 
Mr.  G.  M.  Edwardes  Jones  shows  the  graduated  rates 
of  U.S.A.  sur  tax  so  payable  and  deductible  for  last 
year,  1918,  applicable  also  to  the  current  year  1919 
and  future  years — which  in  the  case  of  one  of  us 
works  out  at  over  34  per  cent,  and  in  the  case  of 
the  other  at  over  39  per  cent,  on  our  American 
Income.” 

5235.  Will  you  read  paragraph  9,  please;  that  is  a 
point  which  you  will  perhaps  be  examined  on? — “ As 
a further  illustration,  we  take  the  case  of  a person 
resident  in  the  United  Kingdom  whose  income  from 
the  United  States  is  derived  from  a business  or  private 
partnership,  and  amounts  to  §500,000  or  £100,000.  In 
that  case  such  person  will  have  first  to  pay  (for  the 
year  1918)  12  per  cent,  normal  tax  (subject  to  a credit 
in  respect  of  dividends  on  shares  in  U.S.  Corporations 
who  themselves  pay  normal  tax  and  to  credits  in  cer- 
tain cases  in  respect  of  excess  profits  tax)  and  also 
over  50  per  cent,  sur-tax — together  over  62  per  cent. 
U.S.  tax — and  would  again  in  this  country  pay  prac- 
tically 10s.  6d.  in  the  £ on  the  balance  of  38  per  cent 
if  received  in  this  country,  leaving  less  than  19  per 
cent,  of  the  income  available;  and  if  such  a person 
should  happen  to  have  a residence  also  in  another 
country  as  well  as  the  United  Kingdom  it  might  be 
that,  if  there  taxed  on  the  same  basis  and  at  the  same 
rate  as  in  the  United  Kingdom,  his  Income  Taxes 
alone  in  the  three  countries  would  be  over  100  per 
cent. — and  the  larger  his  income  the  greater  would  be 
his  deficit.  The  inevitable  effect  of  such  a result  must 
manifestly  be  to  force  out  of  the  United  Kingdom  all 
very  wealthy  people  who  derive  their  income  from 
another  country,  and  compel  them  to  spend  their  large 
incomes  elsewhere  instead  of  in  this  country  in  which 
they  would  desire  to  live,  and  to  and  in  which  they 
would  desire  to  bring  and  spend  their  large  incomes 
if  they  were  permitted  to  have  the  enjoyment  of  any 
fair  and  reasonable  proportion  thereof.” 

5236.  Now  will  you  go  on  to  clause  14;  there  is 
another  important  point  there? — “ Regarding  the  new 
U.S.A.  War  Revenue  Act  as  a whole  we  believe  that 
it  has  been  framed  with  due  regard  to  the  advantage 
accruing  to  the  U.S.A.  and  their  citizens  of 
encouraging  them  to  spread  into  other  countries  and 
embark  upon  world-wide  business;  whilst  the  policy 
of  British  taxation  hitherto,  and  more  particularly  in 
recent  years,  appears  to  be  framed  upon  the  principle 
that  British  residents  should  be  discouraged  from 
embarking  in  any  business  in  any  foreign  country  (to 
a lesser  extent  even  in  British  Colonies),  and  that  the 
whole  of  their  wealth  and  enterprise  should  be  locked 
up  within  the  borders  of  the  United  Kingdom  itself.” 

5237.  Then  the  point  about  your  Trust  is  an  in- 
teresting one,  in  paragraph  17? — “ It  is  possible,  by 
creating  a trust  for  charitable  purposes  only,  to  ob- 
tain repayment  of  Income  Tax  on  sums  applied  pur- 
suant to  such  trust  to  charitable  purposes,  and  if  the 
property  producing  the  income  is  vested  in  the  Official 
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Trustee  of  Charitable  Funds  it  is  possible  to  secure 
exemption  for  the  income,  but  this  affords  a very 
limited  relief,  and  the  taxpayer  seldom  knows  how  to 
obtain  it  even  when  it  is  possible,  or  he  might  desire 
to  do  so.”  I should  like,  if  I may,  to  correct  a state- 
ment in  paragraph  18.  I do  not  know  how  it  slipped 
in;  I do  not  remember  seeing  it  in  the  draft.  It  says 
here : ‘‘In  our  own  case  it  was  not  until  we  had  been 
contributing  between  £3,000  and  £10,000  a year  of  our 
income  for  three  years  to  support  a hospital  at  Milton 
Hill  provided  by  Mortimer  Singer,  out  of  which  a 
large  portion  went  for  Income  Tax  ” — that  is  not  the 
correct  statement.  The  large  portion  for  Income  Tax 
was  not  at  all  out  of  the  £8,000  or  £10,000  a year. 
The  £8,000  or  £10,000  a year  was  found  after  Income 
Tax  had  been  paid. 

5238.  That  was  the  gift  after  you  had  paid  Income 
Tax  on  your  income? — That  was  my  brother’s  and 
my  gift,  yes. 

5239.  I think  we  all  understood  that? — “ Income 
on  which  large  sums  had  been  paid  ” should  have 
gone  in  really.  Then  I go  on : “ we  became  aware 
that  by  creating  a charitable  trust  and  vesting  pro- 
perty in  trustees  sufficient  to  produce  the  income 
to  be  applied  we  could  obtain  exemption  from  tax, 
which  we  then  did;  but  there  was  no  means  available 
by  which  we  could  obtain  repayment  of  the  Income 
Tax  paid  on  the  £30,000  already  spent.” 

5240.  That  is  an  interesting  point? — Yes.  As  a 

matter  of  fact  it  was  Mr.  Edwardes  Jones  who  told 
me,  when  we  were  talking  about  something  quite 
different. 

5241.  Mr.  Edwardes  Jones  will  follow  afterwards. 

I think  you  need  not  read  any  more.  The  members 
of  the  Commission  will  ask  you  questions  on  your 
statement,  and  we  will  take  Mr.  Edwardes  Jones 
afterwards  on  his  statement,  and  questions  will  be 
asked  of  him. 

5242.  Mr.  McLintock : In  paragraph  5 of  your 
statement  you  refer  to  the  tax  of  34  per  cent,  and 
39  per  cent.  ? — Yes. 

5243.  Which  tax  is  that  you  refer  to : is  it  the 
American  sur-tax  ? — It  is  the  American  taxes  together 

the  American  normal  tax  and  the  American 
sur-tax.* 

5244.  Is  the  normal  tax  paid  by  the  company  from 
which  you  draw  the  dividends  ? — I think  possibly  that 
it  is  paid  by  the  company. 

5245.  Are  your  dividends  from  the  Singer  Company 
fixed  in  their  amount?  Are  they  from  ordinary 
shares  or  preference  shares  ?— There  is  only  one  class 
of  share. 

5246.  Which  fluctuate  with  the  profits  of  the  com- 
pany ? — Yes. 

5247.  In  paragraph  8 you  state  that  you  have  no 
desire  to  attempt  to  escape  from  a fair  and  liberal 
proportion  of  taxation  in  both  countries?— Yes. 

5248.  Do  you  suggest  that  the  tax  paid  in  the 
United  States  should  be  set  off  against  the  tax 
payable  here?— Yes. 

Yes249  That  ^ y°Ur  8USSestion  in  paragraph  llP- 

5250.  Do  you  know  the  rate  of  tax  on  the  higher 
ra.nges  of  income  in  America,  and  how  they  compare 
with  the  higher  incomes  in  this  country? — I only 
know  what  is  set  out  by  Mr.  Edwardes  Jones. 

5251.  Is  the  rate  higher  or  lower  on  the  higher 

ranges  of  income?  I suggest  to  you  that  the 
American  taxes  are  higher  on  the  larger  incomes 
than  they  are  in  this  country?— I have  not  worked 
it  out  but  I should  think  probably  from  Mr. 
Edwardes  Jones’  calculation  which  is  given  in  his 
evidence  that  they  are  higher,  when  they  get  up  to 
an  extraordinarily  high  level,  which  applies  to  very 
few  of  them.  J 

5252.  On  the  higher  ranges  of  income,  anyhow,  the 
tax  in  the  United  States  does  appear  to  be  higher? 
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5253.  If  your  suggestion  were  adopted  would  you 
pay  any  tax  in  this  country  at  all,  having  paid  tax 
in  the  United  States? — No. 

5254.  Then  it  amounts  to  a total  relief  on  the 
income  remitted  from  America? — Yes,  that  certainly 
appears  to  be  so;  but  then  I should  like  to  remark 
that  that  is  exactly  what  the  United  States  Treasury 
proposes  to  do,  and  in  the  present  instance  in  many 
of  the  lower  grades — nearly  all  the  lower  grades  until 
you  get  to  a very,  very  high  level — an  American 
citizen  deriving  income  from  England  would  not  pay 
any  American  Income  Tax.  My  main  suggestion  is 
that  these  advantages  are  encouragements  to  invest 
all  over  the  world. 

5255.  But  your  suggestion  anyhow  does  mean  this, 
that  the  United  States  in  your  case  would  get  all 
the  tax  from  you,  and  this  country  would  not  get 
any? — Yes,  that  certainly  is  so,  but  it  would  be 
exactly  the  same  for  them. 

5256.  In  paragraph  9 you  refer  to  the  normal  tax 
for  1918  as  being  12  per  cent.? — Yes. 

5257.  Am  I right  in  saying  that  for  1919  it  is  to 
be  reduced  to  8 per  cent.  ? — I really  do  not  know 
that  technical  point,  but  I understand  that  is  so. 

5258.  In  that  same  paragraph  you  suggest  that  all 
very  wealthy  people  who  derive  an  income  from 
another  country  will  be  forced  out  of  the  United 
Kingdom? — Well,  of  course  when  I say  forced  out 
I mean  there  will  be  a very  strong  reason  for  them 
to  go  out. 

6259.  What  is  to  happen  in  the  United  States? 
Are  the  British  residents  there  who  draw  large  in- 
comes from  this  country  going  to  be  forced  to  leave 
the  United  States? — It  would  not  be  a British  sub- 
ject resident  in  the  United  States;  I am  not  an 
American,  I am  British. 

5260.  Yes,  I know. — And  I say  that  I,  as  a 
Britisher,  am  offered  35  per  cent,  more  income  by 
going  to  the  United  States. 

5261.  That  is  to  say  the  high  taxation  would  cause 
you  to  go  back  to  America  and  live  there? — I say  it 
would  be  a great  inducement,  and  it  may  be  made 
imperative  on  account  of  the  moral  and  legal  obliga- 
tions, into  which  I entered  when  I was  a very  rich 
man,  being  unable  to  be  met  under  the  present  cir- 
cumstances; that  is  my  actual  position. 

5262.  Still,  the  taxation  in  the  United  States  is  also 
very  heavy — heavier  than  here? — Yes,  for  some  in- 
comes, but  not  for  me. 

5263.  If  a United  States  citizen  draws  his  income 
from  the  United  Kingdom,  as  you,  a British  citizen, 
draw  yours  from  America,  it  will  drive  him  out  of 
America  back  here,  will  it  not? — No. 

5264.  As  the  law  stands  at  present? — No,  because 
under  this  new  American  law  he  is  allowed  to  deduct 
the  tax  which  he  pays  in  the  foreign  country  from  the 
tax  which  he  pays  in  the  United  States ; and  there  is 
no  doubt  whatever  that  until  the  range  of  the 
American  Income  Tax  gets  up  to  the  55  per  cent, 
which  is  paid  by  a resident  here  he  would  pay  no  In- 
come Tax  there  at  all. 

5265.  There  is  another  alternative,  is  there  not,  for 
anyone  placed  in  your  position  who  wishes  to  reside  in 
this  country;  I suggest  you  might  realize  your 

American  investments  and  invest  them  here? That 

I suppose,  is  the  reason  of  this  law;  but  I think  you 
will  allow  that  in  my  own  particular  case  it  is  a 
ghastly  thing  to  contemplate,  because  this  company 
which  I get  my  money  from  was  founded  by  my 
father,  who  invented  (I  think  it  is  very  modest  to  say) 
a very  useful  thing;  and  it  would  be  contrary  to  all 
kinds  of  feeling  and  interest  and  everything  else  for 
me  to  sell  those  shares.  I could  do  it,  of  course,  but  I 
think  very  few  people,  if  the  alternative  were  pre- 
sented to  them,  would  wish  to  continue  in  this  country 
or  to  continue  their  nationality ; they  would  rather  go 
and  stick  to  the  ship. 

5266.  Still,  you  would  get  a satisfactory  return 
from  your  income  if  invested  in  this  country ; it  would 
probably  save  you  money  as  compared  with-  paying 
taxes  in  both? — That,  of  course,  is  quite  possible;  but 
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if  you  will  excuse  me  saying  so,  I do  not  think  that 
really  touches  the  question,  because  that  means  im- 
mediately that  no  Britisher  could  invest  in  any 
foreign  security.  I cannot  help  feeling  that  at  some 
future  time  when  we  wish  to  make  purchases,  as  we 
have  done  during  the  war,  in  the  United  States,  that 
would  place  us  in  a very  bad  position  with  regard  to 
exchange.  I cannot  help  thinking  that  it  is  a healthy 
thing  for  people  to  be  encouraged  to  make  investments 
in  other  countries  so  as  to  have  an  asset  there  when 
needed. 

5267.  Then  you  also  suggest  in  your  evidence  that 
your  brother  left  this  country  owing  to  the  Finance 
Act  of  1914? — Yes,  that  was  so. 

5268.  Are  you  aware  that  the  tax  at  that  time  was 
Is.  3d.  in  the  £? — Yes.  I have  not  thought  about 
that;  I only  know  the  fact  that  he  did  so. 

5269.  You  suggest  that  he  left  here  owing  to  a tax 
of  Is.  3d.  in  the  £.  Of  course  it  is  much  higher  now, 
but  that  was  all  it  was  when  he  left? — Do  you  mean 
now  the  English  tax  or  the  American  tax? 

5270.  I am  referring  to  the  British  tax? — Yes. 
Well,  I think  the  main  reason  why  my  brother  left  at 
that  time  was  that  he  had  properties  abroad,  and  up 
to  a certain  date  in  1914  the  only  income  coming  from 
abroad  on  which  a citizen  paid  was  what  was  brought 
into  this  country.  Then  my  brother  naturally  only 
brought  here  what  was  necessary  (for  his  English  pro- 
perties), and  the  other  he  spent,  some  of  it  in  France 
and  some  of  it  in  other  places  where  he  had  houses  and 
other  properties ; but  when  the  law  was  changed  and 
he  had  to  pay  on  his  whole  foreign  income,  although 
not  brought  to  this  country,  he  then  thought  it  was 
not  good  enough,  and  he  went  and  resided  abroad. 

5271.  That  is  just  my  question.  You  seriously  sug- 
gest that  your  brother  left  this  country  owing  to  a tax 
of  Is.  3d.  in  the  £ on  that  portion  of  his  foreign  in- 
come which  was  not  remitted  to  him  ? — I think  it  was 
so.  When  I say  left  this  country,  I think  at  that 
time  my  brother  was  living  a great  deal  more  out  of 
this  country  than  in  it.  It  was  not  a question  of  wish- 
ing to  be  here  and  not  being  here.  It  was  only  a ques- 
tion of  being  subject  to  a tax. 

5272.  It  really  was  no  wrench  for  him? — No ; I think 
it  was  only  a question  of  owning  property  here ; but  in 
my  case  it  is  quite  different,  in  my  case  all  my  interests 
are  here. 

5273.  I take  it  your  evidence  generally  suggests,  as 
regards  the  Singer  income,  that  the  U.S.A.  tax  should 
rank  before  the  tax  of  the  United  Kingdom;  that  it 
should  come  first,  and  if  it  exceeds  the  United  King- 
dom Income  Tax  you  should  pay  no  more? — Well,  that 
is  not  my  own  idea.  If  I had  to  settle  it  I should  say 
that  the  largest  Income  Tax  should  be  paid — whichever 
is  the  larger — and  then  it  should  be  divided.  That  is 
my  own  impression  of  it,  but  that  is  nothing  to  do  with 
the  law.  My  contention  at  present  is  not  that  the 
United  States  should  be  given  preference  over  the 
British  Treasury,  but  that  the  relief  given  under  the 
new  law  in  America  in  exactly  the  same  position  should 
be  reciprocated  here,  because  that  relief,  I under- 
stand, is  not  to  be  given  unless  it  is  reciprocal. 

5274.  Is  that  becauso  the  income  is  made  in  the 
United  States? — Well,  that,  I suppose,  is  the  reason 
that  the  United  States  have  fashioned  a law  relieving 
citizens  from  paying  by  letting  them  take  the  tax  paid 
on  income  from  other  countries  off  the  tax  they  pay  in 
the  States.  I suppose  that  is  their  reason,  and  the 
same  reason  would  apply  here. 

5275.  The  United  States  is  the  country  of  origin 
of  the  Singer  profits? — That  is  so  in  this  particular 
case,  yes. 

5276.  I see  quite  frequently  a very  large  Singer 
factory  at  Clydebank? — I am  glad  you  do. 

5277.  Which  is  the  country  of  origin  of  those 
profits?  Have  you  not  got  some  other  branches  in 
England  ? — That  company  that  you  speak  of  at  Clyde- 
bank is  a Scotch  company. 

5278.  Do  the  profits  flow  to  the  American  company  ? 
— No,  the  profits  are  dealt  with  by  them  in  this 
country. 


5279.  You  are  shareholders  of  the  Scottish  com- 
pany. Who  has  the  control? — I am  not  very  good 
at  technical  details,  but  the  controllers  are,  I sup- 
pose, the  President  of  the  United  States  Company 
— he  is  one  of  the  shareholders — and  others  are 
officials. 

5280.  The  point  is  that  the  profits  from  the  busi- 
ness in  this  country  at  Clydebank,  and  elsewhere  in 
this  country,  ultimately  flow  back  to  America? — No, 

I do  not  think  so.  I had  a balance  sheet  the  other 
day  in  which  the  profits  were  kept  in  the  company 
in  Scotland. 

5281.  Chairman:  How  do  you  mean:  kept  in  the 
company? — I mean  to  say  they  were  not  distributed 
in  dividend. 

5282.  But  they  belonged  to  America  all  the  same, 
did  they  not? — No,  I do  not  think  so.  There  is  a 
company  in  Scotland,  and  there  is  a company  in 
England;  they  are  both  registered  companies  which 
deal  with  their  own  profits,  and  so  far  we  have  never 
had  any  dividend  from  them. 

5283.  Mr.  McLintock : But  your  dividend  in  effect 
indirectly  flows  from  them  ? — I do  not  think  so.  Of 
course,  these  matters  of  these  particular  companies, 

I suppose,  must  affect  the  general  question,  or  else 
we  would  not  be  going  into  them.  They  have  been 
the  subject  of  arguments  between  us  as  shareholders 
and  the  company,  and  we  have  contended  that  these 
companies  are  children  of  the  main  company ; but  1 
think  as  far  as  the  actual  facts  are  concerned  each 
company  does  deal  with  its  own  profits. 

5284.  Suppose  you  took  up  shareholding  interests 
in  the  United  Kingdom  company,  and  took  all  the 
dividend  you  could  get  up  to  a point,  would  not  that 
get  rid  of  your  difficulty  of  the  double  taxation? 
Suppose  instead  of  being  a shareholder  of  the  United 
States  Company  you  transferred  your  share  interest 
in  some  way  to  the  United  Kingdom  companies  to 
the  same  extent? — They  have  never  yet  paid  a divi- 
dend— except  one,  I think. 

5285.  Chairman:  But  they  have  made  money? 

5286.  Mr.  McLintock:  I was  just  going  to  ask 
that.— Well,  they  have  not  made  much. 

5287.  It  depends  what  price  they  are  charging  for 
the  machines,  I suppose.  I can  quite  understand 
that  if  they  sell  their  machines  made  in  Scotland 
to  the  American  company  at  a very  low  price,  they 
will  never  make  any  profit? — That  is  what  I suppose 
happens ; I do  not  know,  but  that  is  what  I imagine 
happens. 

5288.  That  could  be  remedied,  of  course,  by  giving 
you  a shareholding  interest  in  the  company  which 
charges  a reasonable  price  for  the  actual  product, 
and  earns  enough  profit  to  pay  you  your  dividend  ? 

I have  not  any  proof  of  anything,  and  I do  not  know. 
I am  not  in  the  business  except  as  a shareholder. 
What  I presume  happens  is  that  the  Scotch  company 
make  the  machine  and  sell  it,  with  a very  small 
margin  of  profit  to  themselves,  to  the  American  com- 
pany, and  then  the  American  company  sell  to  a 
selling  company  in  England,  and  they  sell  the 
machine,  and  they  do  not  show  a very  large  profit. 

5289.  By  that  means  this  country  gets  no  tax  at 
all  out  of  the  Singer  operations  here,  or  very  little? 
—Oh,  yes,  they  get  quite  a fair  amount  of  tax. 

5290.  I take  it  the  profits  are  not  on  the  same 
scale?— Of  course,  what  is  made  at  Kilbowie  goes 
all  over  Europe ; it  is  not  only  English  trading. 

5291.  Yes;  I am  not  concerned  with  the  rest  of 
Europe.  I am  only  concerned  with  the  United  King- 
dom position  with  relation  to  you  as  an  individual. 
It  is  not  quite,  perhaps,  relevant,  but  I take  it  the 
Singer  Company  in  America  send  considerable  parts 
from  America  to  be  assembled  in  the  Clydebank 
factory— still,  if  you  do  not  know  the  details  I do 
not  want  to  follow  it  up?— I do  not  know,  but  I 
should  imagine  not,  because  the  Clydebank  factory 
is  a very  complete  institution;  it  is  a very  big 
thing,  i should  imagine  they  made  everything 
except,  perhaps,  they  may  get  wood  from  Russia. 
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5292.  Have  you  any  experience  of  the  administra- 
tion of  the  tax  in  America  ? — I do  not  know  anything 
except  what  I am  advised  by  my  bankers  who  deduct 
the  tax  from  us. 

5293.  You  do  not  know  anything  about  the 
American  forms  that  are  sent  to  the  taxpayer;  you 
do  not  fill  them  up  yourself  P— Yes,  we  do.  once  a 
year. 

5294.  You  mean  you  do  like  many  clients  of  mine 
do— they  sign  them;  they  do  not  fill  them  up  ?— Well 
that  is  about  it,  but  I never  sign  anything  without 
examining  it. 

5295.  I agree  but  that  is  a 'different  thing  from 
taking  the  trouble  of  filling  it  up? — Yes. 

n J,298;  T je0  Amlericau  forms  are  uot  veiT  easy  to 
understand?— They  are  rather  difficult. 

0297.  Do  you  think  they  are  eveu  more  complicated 
than  the  British  forms?— I should  not  like  to  say 
that,  because  I have  enjoyed  so  many  days  in  the 
different  courts  listening  to  the  arguments,  and  the 
judges  themselves  differ  on  the  subject  so  often  that 
I should  not  like  to  say  that  anything  in  the  world 
is  more  complicated  than  English  taxation. 

0298.  That  is  not  my  question  exactly.  You  have 
seen  an  English  Income  Tax  return  schedule? — Yes. 

5299.  And  you  have  seen  an  American  one? Yes. 

5300.  Do  you  think  the  American  form  is  any 
simpler  than  the  British  form;  or  do  you  think  it  is 
more  complicated  ?— It  is  on  a smaller  piece  of  paper. 

5301.  That  is  a disadvantage  right  off;  you  mean 
the  pnnt  is  smaller?— The  print  is  smaller,  I think 
I think  we  are  hoping  to  show  that  some  of  the  things 
PriKono  T t,he  iEnSllsh  form  ought  not  to  be  there. 
nn,tr  \ T^ed/°^  a verY  simple  question  as  to  the 
complicated  kind  of  return  that  the  British  authori- 
ties ask,  and  the  complicated  return  that  the 
American  authorities  ask.  If  you  are  not  familiar 
with  every  single  question  on  both  I do  not  want  to 
follow  it  up? — As  a matter  of  fact  I may  say  really  I 
do  know  the  British  form  pretty  well,  but  I have 
never  dived  very  seriously  into  the  American  form 
except  where  it  concerns  me.  I do  not  know  whether 
it  is  a separate  form  for  foreigners. 

5303.  Its  only  feature  that  impressed  you  was  that 
it  was  on  a smaller  piece  of  paper  ?— Than  the  English 
one  was. 

5304.  In  paragraph  16  of  your  statement  you  refer 
to  the  provisions  for  contributions  for  religious  anti 
charitable  purposes  as  being  more  generous  and  more 
just  than  any  provision  in  the  United  Kingdom.  The 

m tic  United  States  do  not  refer  to 

charitable  contributions  m general,  but  only  to  certain 

particular  corporations  or  associations.  It  is  only  in 
respect  of  these  special  contributions  that  Income  Tax 
relief  is  given  Are  you  familiar  with  the  section  of 
the  American  Act  which  deals  with  that?— No  I am 
not  I think  that  comes  in  Mi-.  Edwardes  Jones’ 
evidence.  But  I know  this  : I think  the  difference  in 
it  that  appears  to  my  own  mind  is  that  if  an  American 
gives,  or  if  I give  out  of  my  American  income,  to  any 
registered  chanty  the  income  would  not  be  taxed' ■ 
whereas  an  income  in  England  would  be  taxed. 

o305.  The  effect  with  the  present  high  rate  of 

SB"™  Tar/OUi  60,  Per  — of  your  being 

allowed  to  deduct  it  is  that  the  State  pays  50  per 
cent,  of  the  contribution  of  which  you  get  the  credit 
I suppose  that  is  the  effect  of  it?— I should  not  think 
so  because  if  one  gives,  say,  £1,000  to  a charity  one 
li™.  i1"*1;  the  £1,000;  but  if  I' gave 

£1  000  to  a charity  I should  be  giving  really  £3,000, 
that  is  to  say,  I should  have  to  set  aside  £3  000  of 
my  income  to  pay  £1,000  to  the  charity,  and  I should 
only  get  credit  for  that  £1,000. 

5306  I suggest  that  in  the  United  States  where 
you  get  credit  before  arriving  at  your  taxed  liability, 
for  a contribution  to  a charity,  in  effect,  with  the  tax 
at-  50  per  cent.,  the  State  has  paid  50  per  cent  of 
the  contribution?— No,  I do  not  think  I can  follow 
that.  A man  wishes  to  give  £1,000  to  a charity  and 
does  it.  The  charity  gets  £1,000,  and  that  is  what 
he  is  credited  with.  Whether  that  is  going  to  cost 


him  another  £1,000  or  not  is  a thing  which  is  decided 
by  the  Treasury,  and  he  never  gets  credited  with 
giving  £2,000,  but  he  gets  credited  with  giving  £1,000. 

5307.  I do  not  suggest  that  he  gets  credited  with 
double  the  nominal  contribution,  but  if  a contribution 
to  a charity  is  allowed  as  a deduction  before  arriving 
at  net  income,  and  the  tax  is  50  per  cent,  on  that  net 
income,  the  State  has  paid  50  per  cent,  of  that  con- 
tribution ? — Well  ? 

5308.  They  have  lost  that  amount  in  tax,  have 
they  not  ? — In  the  present  conditions  in  England,  if  a 
charity  is  a charity  registered  with  the  Charity  Com- 
missioners there  is  no  Income  Tax  charged  on  the 
income  of  it. 

5309.  You  are  suggesting  in  your  proof  that  there 
should  be  a more  generous  and  just  method  of  allow- 
ing contributions  to  charitable  institutions  to  be 
treated  as  a deduction  before  arriving  at  the  net 
income  liable  to  tax ; that  is  generally  your  proposi- 
tion?— Wdl,  it  is  already  done  here  if  the  capital  for 
the  charity  is  cut  out  and  earmarked  and  made  into 
an  absolute  trust.  They  do  that  in  the  case  of  my 
hospital,  but  I have  only  had  the  advantage  of  it  for 
something  like  a year  instead  of  for  nearly  five  years. 
All  that  is  more  generous  in  the  American  system  is 
that  in  addition  to  that  they  give  relief  for  income 
which  is  given  to  charities;  that  is  the  only  addition, 
and  that  does  make  it  more  generous,  in  my  estima- 
tion. 

5310.  Sir  J.  Earmood-Banner : Might  I ask  who 
makes  the  sales  to  the  British  people  who  purchase 
goods  in  this  country?  Are  those  sales  made  by  the 
American  company,  or  by  the  British  companies 
which  are  registered  here?— I believe  by  the  British 
companies. 

5311.  If  I buy  a Singer  sewing  machine,  do  I buy 
it  from  an  agency  of  the  British  company  or  do  1 
buy  it  from  the  American  company  ?— From  the 
British  company. 

5312.  So  the  profits  from  the  manufacture  and 
sale  go  into  the  credits  of  the  British  companies? — 
The  profits  of  the  manufacture  go  into  the  Scotch 
company  at  Kilbowie,  and  the  profits  of  the  sale  go 
into  the  English  company. 

5313.  I asked  the  question  because  I understood 
you  to  say  just  now  that  neither  of  those  companies 
made  profits  or  paid  any  dividends. — Exactly.  I do 
not  know  for  a fact,  but  I presume  that  the  profit 
is  in  between  the  two  companies,  and  is  made  by 
the  American  company,  and  not  by  either  the  Scot- 
tish or  the  British  company. 

5314.  If  the  manufacture  is  by  the  Scotch  company 
and  the  sale  is  made  by  the  British  company,  how 
can  any  profit  be  made  by  the  American  company?— 
lhe  only  way  I can  suppose  it  is  done  is  because 
they  buy  at  one  price  and  sell  at  another. 


5315.  From  whom  do  they  buy?— They  buy  from 
the  Scotch  company  and  sell  to  the  English  company. 

5316.  So  there  is  an  intermediate  profit  made  by  the 
American  company  buying  from  the  Scotch  company? 

1 cannot  say  that  there  is  because  I do  not  know  • I 
only  presume  so.  ’ 

b„tST  n That  18  S<VV??— 1 Presume  that  that  is  so, 
but  I have  no  proof  of  it. 

5318.  So  that  the  portion  of  the  profit  between  the 

fi'omUwbttnnB  “nd  Sfling  goos’  'rs  "’iI1  assume 
fiom  what  you  say,  into  the  American  company,  and 
does  not  come  here  to  pay  Income  Tax?-I  suppose 
so;  but  I must  state  I am  not  a technical  witness  in 
any  way  whatever.  I am  only  a shareholder  in  the 
American  company,  so  that  I am  not  aware  of  all  the 

r+  f u n0t  “bsohltely  aware  of  them,  and  I 
could  not  tell  you,  because  I do  not  know. 

cleared  on  might  be  do8irabl»  to  have  it 

profits3?  Fut  7M  6 p1*’  raS  who  does  “ake  the 
profits?— (il/r.  Edwardes  Jones) : Might  I sav  we  went  • 
into  this  very  fully  before  the  AbiugdoT  OommTs- 

MrneMirtfmerS°-0UlCl  6?plain  h P»>'haps  better  than 
Mi . Mortimer  Singer,  because  I was  there. 

?Grl;y  says  ho  can  deal  with  it.  The  only 
nng  I ask  is,  are  there  any  royalties,  trade 
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marks  or  copyrights  in  any  way  payable  by  the  manu- 
facturing company  here,  which  are  paid  to  the  Ameri- 
can company  in  respect  of  these  machines? — (Mr. 
Mortimer  Singer ) : I never  heard  of  any  such  thing. 

5321.  One  other  question  in  this  respect : you  men- 
tion in  paragraph  9 that  the  tax  in  America  is 
12  per  cent,  and  50  per  cent.,  that  is  62  per  cent.  It 
is  10s.  6d.  in  the  £ British  tax  on  the  38  per  cent, 
what  is  received  on  this  side.  In  America,  before  you 
pay  your  dividends,  do  you  transfer  large  sums  to 
reserve  before  they  are  remitted  over  to  this  side? — 
Do  you  mean  the  company? 

5322.  The  American  company,  yes.  The  dividends 
will  be  considerably  less  than  the  profits? — The  com- 
pany has  done  so,  but  they  have  hardly  ever  been 
liquid  reserves.  They  have  been  things  that  could  not 
be  paid,  because  they  are  houses  and  machinery  and 
extensions  generally. 

6323.  The  dividends  paid  would  be  considerably  less 
than  the  profits  made  by  the  company;  they  would 
act  on  the  prudent  side? — Yes.  I suppose  so. 

5324.  So  that  when  you  speak  of  38  per  cent,  as 
applied  to  the  general  profits,  it  is  only  38  per  cent, 
upon  the  lesser  amount  which  is  distributed  in  divi- 
dend, and  is  not  38  per  cent,  upon  the  whole  profits 
made  by  the  company? — No,  I think  you  have  mis- 
understood it.  I am  only  dealing  with  my  own  private 
income.  My  shares  might  have  been  in  railways  or  in 
anything  else;  that  does  not  touch  it.  It  only  means 
that  I have  38  per  cent,  of  my  original  income  left  to 
spend.  That  is  not  a percentage  of  what  the  com- 
pany has.  I am  only  an  individual  enjoying  a cer- 
tain income,  and  of  that  income,  when  the  Income 
Tax  people  have  done  with  me,  I only  have  38  per 
cent.  left. 

5325.  The  12  per  cent,  and  the  50  per  cent,  is  paid 
by  the  company;  it  is  not  paid  by  you? — No,  the 
12  per  cent,  is  paid  by  the  company. 

5326.  One  question  on  paragraph  13,  where  you 
mention  that  British  subjects  do  not  get  the  benefit 
of  exemptions  which  French  subjects  do.  What  do 
you  mean  by  that  ? — I did  not  know  what  that  meant 
until  I asked  Mr.  Edwardes  Jones.  I believe  that  is 
because  it  is  a question  of  exemptions  for  children,  &c. 

I believe  that  is  the  only  tax  on  which  the  French 
Treasury  have  made  a reciprocal  allowance  to  Ameri- 
can citizens. 

5327.  Chairman:  Perhaps  you  will  explain  that 
afterwards,  Mr.  Edwardes  Jones? — Might  I remark 
that  my  evidence  is  only  affecting  my  own  private 
income? 

5328.  Yes,  I understand  that? — And  I have  really 
nothing  to  do  with  the  company ; in  fact  they  have 
rather  always  pushed  me  away  when  I have  gone  any- 
where near  them. 

5329.  But  this  is  what  the  members  of  the  Com- 
mission want,  quite  rightly.  They  say  you  have 
interest  in  this  country,  and  part  of  your  interest  is 
in  America ; but  you  do  not  want  to  pay  any  Income 
Tax  here,  although  the  American  company  is  receiving 
a large  amount  of  profit  from  this  country.  They 
want  to  drive  you  to  the  position  that  you  ought  to 
pay  Income  Tax  in  this  country;  that  is  the  position? 
— I know.  I do  not  say  at  all  that  I ought  not  to 
pay  Income  Tax  in  this  country. 

5330.  If,  as  you  suggest,  the  income  should  be  taxed 
in  the  country  where  the  largest  tax  was  payable,  you 
would  not  be  taxed  here  at  all? — That  is  only  really 
an  accident  of  the  way  the  balance  goes,  and  in  nearly 
all  cases,  excepting  the  very  very  highest  incomes, 
there  would  be  a tax  paid  here. 

5331.  But  you  said  the  position  was  that  you  would 
not  pay  tax  here? — No,  not  that  I would  not  pay  tax 
hero;  I certainly  would  pay  tax  here. 

5332.  Not  if  the  American  tax  were  larger? — When 
it  gets  up  to  colossal  incomes  of  something  like  a 
million  or  two  a year,  those  people  would  not  pay  tax 
here,  but  those  are  rather  fictitious,  outside  cases, 
and  do  not  really  affect  the  balance. 

5333.  Mr.  Brace : As  I understand  it,  what  you 
want  to  persuade  this  Commission  to  do  is  to  make 
such  a recommendation  that  you  would  not  pay 
Income  Tax  in  this  country? — No,  that  is  not  what  I 


mean,  and  that  would  not  be  my  case.  In  my  own 
particular  case  if  the  same  relief  were  given  by  this 
Treasury  to  its  citizens  as  is  given  by  the  American 
Treasury  to  its  citizens  under  their  new  law,  which 
is  that  the  tax  paid  there  would  be  deducted  from 
the  tax  paid  here,  I should  have  to  pay  a little  over 
20  per  cent,  in  this  country  and  30  per  cent,  in  that 
country.  All  that  I suggest  is  that  the  relief  that 
the  American  Treasury  is  giving  to  its  citizens  should 
be  reciprocal. 

5334.  Anyhow,  you  feel  you  have  a real  grievance, 
and  you  want  this  Commission  to  make  representa- 
tions to  meet  your  grievance? — Yes,  I do. 

5335.  Are  you  aware  that  working  people  paj'  an 
Income  Tax  if  they  have  got  an  income  of  £131? — Yes. 

5336.  What  kind  of  effect  do  you  think  it  would 
have  upon  this  country  if  this  Commission,  or  the 
Government,  or  Parliament,  made  a recommendation 
upon  the  lines  that  you  are  suggesting,  in  face  of  the 
fact  that  working  people  must  pay  upon  an  income 
of  £131  a year? — I think  if  it  was  stated  in  that  way, 
that  a wealthy  person  did  not  pay  any  Income  Tax,  it 
would  have  the  most  horrible  effect,  and  I should  be 
-the  first  person  to  be  disgusted  by  it;  but  that  is  not 
the  case  at  all.  Having  been  naturalized  a British 
subject,  I would  not  have  had  any  objection  to  have 
been  ruined  by  my  payments  in  this  country  for  the 
defence  of  the  country  and  for  the  sake  of  the  war. 
All  I object  to  is  having  to  do  the  thing  twice.  I do 
not  think  the  same  people  that  you  are  talking  about, 
if  it  was  put  fairly  to  them,  would  for  a moment 
think  that  any  man  should  make  two  war  sacrifices, 
which  is  what  happens.  It  is  not  a question  of  a man 
not  paying  Income  Tax  on  his  enormous  income ; it  is 
a question  of  his  not  being  asked  to  do  so  twice ; and 
as  in  the  war  we  were  supposed  to  be  pooling  men  and 
pooling  resources,  surely  one  person  ought  not  to  be 
asked  to  pay  twice  into  the  same  pool.  That  is  my 
argument.  If  I did  not  pay  any  Income  Tax  in 
England  it  would  mean  that  I was  paying  a larger 
Income  Tax  than  the  highest  tax  in  England  to  some 
country,  you  see,  and  then  the  American  citizen  would 
be  doing  exactly  the  same  thing  in  England.  It  is  not 
one-sided  at  all.  The  American  people  have  large 
investments  in  England,  and  the  thing  would  be  that 
they  would  pay  all  their  Income  Tax  in  England,  and 
we  should  pay  all  our  own  in  America ; and  the  two 
things  would  balance  each  other. 

5337.  Just  a moment;  you  make  such  elaborate 
answers.— I am  sorry ; I thought  I had  to  explain  my 
point  of  view,  because  my  point  of  view  is  not  one  of 
wishing  to  get  out  of  paying  tax;  it  is  only  of  not 
wanting  to  get  penalized  twice. 

5338.  The  whole  intention  of  your  presence  here  is 
to  get  out  of  paying  so  much  tax  as  you  have  been 
paying  to  the  British  Exchequer  ?— That  is  the  effect 
of  it. 

5339.  Now  I am  trying  to  put  this  to  you,  to  the 
degree  that  you  are  relieved  someone  else  must  find 
the  money  for  running  the  Empire? — Yes. 

5340.  Do  you  think  it  is  a fair  proposition  that 
people  w ho  earn  from  £130  to  £200  a year  should  bear 
additional  taxes  on  purpose  to  give  you  the  relief 
that  you  are  asking  for? — There  are  several  answers 
to  that.  One  is  that  if  I was  not  here  at  all  I should 
not  be  spending  the  38  per  cent,  that  I have  remain- 
ing in  this  country.  I should  be  spending  that  abroad 
in  the  country  where  I came  from,  and  that  would  be 
a very  great  disadvantage  to  this  country.  I hen 
another  point  is  that  all  my  life  I have  been  contri- 
buting to  hospitals  and  other  institutions  m this 
country  very  large  sums  of  money,  something  like  one- 
eighth  or  one-tenth  of  my  income.  If  I was  not  doing 
so,  and  if  these  things  were  not  run  by  voluntary  con- 
tributions, the  people  that  you  talk  about  would  have 
to  run  them  through  the  taxes. 

5341.  Certainly ; and  they  would  make  you  pay  pro- 
portionately, I hope,  towards  those  taxes  here? — And 
I should  be  delighted  to  do  so. 

5342.  Now  I want  to  put  another  question  to  you. 
I am  trying  to  examine  your  point  of  view  as  to  what 
regard  you  have  to  the  effect  upon  the  masses  of  people 
of  this  country,  if  you  get  the  relief  you  ask  for.  At 
this  moment  you  are  quite  aware  that  we  are  passing 
through  a serious  phase  of  industrial  unrest.  Yes. 
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5343.  Do  you  expect  that  industrial  unrest  to 
increase  or  decrease  in  the  coming  immediate  years? 
—Well,  that  is  a matter  of  opinion.  I hope  it  will 
decrease,  but  I am  afraid  it  will  increase. 

5344.  Do  you  think  that  if  this  Commission  made  a 

recommendation  on  the  lines  that  you  are  asking  for 
it  would  help  to  decrease  that  unrest?— I certainly 
do,  and  I will  tell  you  why . 

• °’  do  no^  me  whJ>  because  that  answer 

is  sufficient  to  tell  me  that  you  know  nothing  at  all 
of  the  mentality  of  the  working  classes  of  this  country? 
—Would  you  mind  my  putting  it  in  this  way,  because 
this  is  being  treated  as  an  individual  thing,  that  I or 
my  class  (and  when  I say  class  I mean  to  say  people 
who  get  their  incomes  from  abroad)  wish  to  be  re- 
lieved of  taxation;  but  that  is  only  one  side  of  it.  If 
it  can  be  shown  that  the  net  result,  not  of  one 
country  doing  it,  but  of  both  countries  doing  it,  is 
to  the  advantage  of  this  country,  then  I cannot  help 
thinking  that  any  person  who  takes  the  trouble  to 
think  it  out  fairly  and  squarely  would  say:  “ Well, 
then,  it  is  to  the  advantage  of  this  country;  it  is  a 
reciprocal  matter.”  It  is  not  a question  at  all  of  an 
individual  wanting  to  avoid  a tax. 

5346.  Mr.  Eerly : Your  general  proposition,  I 
understand,  is  that  the  tendency  of  cumulated  Income 
Tax  in  different  countries  levied  on  a resident  is  to 
drive  wealthy  people  to  reside  in  the  country  from 
which  their  chief  income  is  derived?— Well,  I have 
not  quite  thought  it  out  like  that,  but  I imagine  that 
most  people  would  wish  to  reside  in  the  country 
where  they  pay  the  least  tax. 

5347.  And  obviously,  as  cumulated  Income  Taxes 

may  exceed  100  per  cent. ? — They  may,  and  they 

do  in  some  cases. 

5348.  Then  if  a man  is  to  avoid  paying  away  the 
whole  of  his  income  he  will  have  to  take  some  step, 
and  the  step  which  will  save  him  is  to  go  and  live  in 
the  country  from  which  his  income  is  derived  ?— Yes, 
that  is  so. 


5349.  I thought  that  that  was  the  gist  of  your  ob- 
jection. Your  suggested  remedy  is  that  the  country 
of  origin  of  the  source  of  income  should  be  allowed  to 
charge  what  it  likes,  and  the  person  receiving  the  in- 
come, if  he  resides  elsewhere,  should  be  able  to  treat 
that  as  a payment  against  any  Income  Tax  in  the 
country  where  he  resides  ?— Yes.  May  I remark,  as  a 
matter  of  fact,  that  is  not  at  all  my  proposition ; it  is 
the  proposition  of  the  Treasury  of  ‘the  United  States, 
and  I only  say  that  as  it  seems  to  be  the  only  possible 
condition  to  get  at  present,  that  should  be  made  re- 
ciprocal ; my  own  personal  idea  on  the  matter  is  that 
the  taxpayer  should  pay  the  higher  rate  in  whichever 
country,  and  then  that  the  countries  should  come  to 
some  sort  of  financial  arrangement  as  to  what  they 
should  receive. 

5350.  You  suggest  a pooling  arrangement?— Yes. 

5351.  That  would  have  to  be  a matter  of  treaty  be- 
tween every  two  countries  ?— Yes ; that  is  my  own 
idea. 

5352.  And  at  present  that  is  not  practicable?— No. 

5353.  You  have  probably  been  advised  as  to  the 
effect  of  the  American  legislation.  It  only  provides 
that  tax  paid  m another  country  can  be  set  off  where 
YegS  l6Vled  UP°n  mC0me  derived  from  that  country  ?— 

5354.  It  would  not  enable  you  in  your  case,  for  in- 
stance, to  set  off  any  tax  you  have  paid  except  upon 
income  derived  from  Great  Britain  or  the  United 
Kingdom;  have  you  observed  that?— Yes,  certainly. 

5355.  Very  well.  Now  let  us  see  how  that  applies  to 
your  particular  case.  The  Singer  Company,  from 
which  you  derive  your  income,  is  really  an  inter- 
national trader?— No;  it  is  an  American  company. 

5356.  Has  it  not  interests  in  Russia? Yes. 

5357.  Has  it  not  interests  in  this  country? Oh 

yes,  it  trades  all  over  the  world,  but  the  seat  of  it  and 
the  incorporation  of  it  is  American. 

5358.  From  what  country  in  the  world  does  it  derive 
its  income — from  manyP — Yes. 


5359.  Where  are  you  going  to  fix  the  country  of 
origin  of  its  income,  and  of  the  part  of  its  income 
which  comes  to  you  as  dividend? — Well,  I fancy  that 
is  fixed  by  law,  the  same  as  any  other  company. 

5360.  By  what  law? — By  the  law  under  which  the 
company  itself  is  incorporated. 

5361.  Then  you  propose  to  go  further.  Is  each  par- 
ticular country  in  allowing  the  deduction  to  determine 
as  to  what  is  the  country  of  origin  from  which  the  in- 
come is  derived — because  very  different  views  are 
taken  about  that?— Is  it  not  decided  finally  by  the 
country  where  the  company  is  incorporated  ? 

i 5362.  No,  certainly  not.  If  the  question  is  in 
England  it  will  be  determined  by  English  law.  I am 
merely  pointing  out  to  you  practical  difficulties  that 
you  do  not  seem,  naturally  enough,  to  have  grappled 
with.  Now  let  me  ask  you  a little  more  about  the 
Singer  Company.  The  Singer  Company,  like  other 
companies  with  international  interests,  has  done  its 
best  to  avoid  paying  Income  Tax  in  each  country 
where  it  trades? — I have  no  knowledge  whatever  of 
that. 

5363.  I am  gathering  that  from  what  you  have 
already  told  us.  Singer  machines  are  made  in  the 
United  Kingdom  and  sold  here? — Yes. 

5364.  But  the  business  is  so  arranged  that  the  profit 
on  that  whole  transaction  is  not  subject  to  English 
Income  Tax? — Well,  I cannot  say  that;  I do  not 
know. 

5365.  Is  not  the  very  object  of  having  a Scotch  com- 
pany  which  is  a manufacturing  company,  the  shares 
of  which  are  owned  by  or  for  the  American  company, 
that  the  manufacturing  business  in  Scotland  shall  not 
pay  tax  upon  the  income  which  an  ordinary  Scotch 
manufacturer  would  derive?— I really  do  not  know 
enough  about  the  actual  affairs  of  the  company  to  be 
able  to  give  proper  answers,  and  I am  not  certain 
It  you  will  excuse  my  saying  so,  I do  not  know  that  1 
ought  to  bo  talking  about  the  company  at  all,  because 
I am  only  a shareholder.  If  it  was  a question  of  in- 
quiring into  whether  the  Singer  Company  is  paying 
its  taxes  or  avoiding  its  taxes,  it  seems  to  me  that 
some  officer  of  the  company  should  be  cross-questioned 
by  the  Commissioners.  I do  not  accept  that  the 
Singer  Company  is  doing  anything  at  all  contrary  to 
the  laws  of  the  country,  or  else  the  gentlemen  I have 
formerly  met  to  do  with  the  Treasury  would  have 
found  it  out,  and  would  have  gone  for  them. 

5366.  You  were  not  following  me.  I suggested  it 
was  so  arranged  that  they  did  not  have  to  pay  Income 
lax;  that  is  to  say,  they  so  made  their  arrangements 
t bat  the  legal  consequence  of  those  arrangements  is 
that  they  do  not  have  to  pay  Income  Tax ; but  the 
result  is  that  a British  manufacture,  followed  by  a 
British  trade,  does  not  earn  a normal  income  upon 
which  tax  is  paid  in  the  United  Kingdom?— It  looks 
like  that. 

5367.  Very  well;  I pass  it  by.  You  suggest  that 
people  will  be  driven  to  alter  their  residence  if  the 
present  cumulated  Income  Taxes  are  continued. 
Would  there  be  much  reciprocity  about  that?  Are 
there  many  wealthy  residents  in  America  who  have 
large  incomes  from  foreign  possessions?—!  have  no 
knowledge  at  all  about  that. 

5368.  You  know  enough  of  the  world,  do  you  not,  to 
answer  this  question:  that  the  number  of  wealthy 
residents  in  America  who  get  their  income  from 
abroad  is  incomparably  less  than  the  number  of 
wealthy  residents  in  the  United  Kingdom  who  get 
their  income  from  abroad P— I really  do  not  know:  but 
I should  imagine  that  you  are  quite  right. 

6369.  I take  your  answer— Of  course,  you  know  in 
my  own  particular  case  it  is  a family  matter:  it  is  not 
a matter  of  choice  at  all;  it  just  happens  to  be  so. 

5370.  I quite  follow  that,  and  of  course  I am  not 
cross-examining  you  upon  any  personal  matters  at  all 
lou  have  come  here  as  a representative  P— Of  course 
all  my  contentions  are  not  only  concerned  with  the 
omger  Company;  they  are  concerned  with  any  com- 
pany—a railway  company  or  any  other  kind  of  com- 
pany. 
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5371.  Now  as  regards  charity;  if  you  choose  to  make 
a settlement  of  some  part  of  your  capital,  then  you  no 
longer  pay  Income  Tax  on  the  income  derived  from  the 
settled  property? — No. 

5372.  But  if  it  is  your  income  from  year  to  year, 
and  you  make  a charitable  contribution  as  part  of  your 
yearly  expenditure,  then  you  get  no  allowance  for  that 
part  of  your  expenditure? — That  is  so. 

5373.  You  suggest  that  in  America  you  are  allowed 
to  treat  to  a certain  extent  sums  paid  for  charitable 
purposes  as  deducted  from  your  income? — Yes. 

5374.  You  suggest  that  that  should  be  extended  to 
this  country? — Well,  I do  not  know  whether  I have 
suggested  that,  but  it  has  been  put  in  for  me  to  show 
that  the  provisions  for  charitable  purposes  in  America 
are  more  generous  than  they  are  here,  and  that  is  the 
only  part  in  which  I imagine  they  are  more  generous. 

5375.  Very  well,  then;  if  it  is  only  to  he  taken  as 
something  put  in  for  you  I will  not  trouble  you 
further  about  it. 

5376.  Chairman:  Mr.  Edwardes  Jones,  we  will 
proceed  with  your  case  now.  I want  you  if  you  can  to 
condense  it,  because  we  shall  adjourn  at  half-past  one, 
and  then  take  you  first  at  half-past  two.  We  have 
another  witness  called  for  this  afternoon,  and  we  did 
not  intend  to  take  you  this  afternoon,  but  some  very 
interesting  points  have  been  raised  this  morning, 
which  have  taken  a little  longer  time  than  was  anti- 
cipated. Therefore  I want  you  if  you  possibly  can  to 
condense  your  statement,  so  that  we  may  be  able  to 
finish  at  about  three  o’clock.  You  understand  these 
matters  quite  well,  and  it  is  left  to  you  now  so  to 
arrange  them. — (Mr.  Edwardes  Jones)  May  I begin  by 
just  referring  to  the  point  which  Mr.  Singer  has  been 
asked  so  much  about,  the  English  and  Scotch  com- 
panies? With  regard  to  the  English  and  Scotch  com- 
panies, we  tried  before  the  Abingdon  Commissioners 
to  establish  the  proposition  which  has  been  put  to  Mr. 
Singer,  that  is  to  say,  that  the  Singer  Manufacturing 
Company  was  making  large  profits  here  through  the 
English  and  Scotch  companies,  and  therefore  we 
were  entitled  to  a reduction  of  the  amount  of  income 
derived  from  America  on  which  we  paid  tax  because 
it  was  profits  of  those  companies  which  had  already 
paid  tax  here.  We  found  the  greatest  difficulty  in 
arriving  at  what  the  profits  were,  and  such  was  the 
difficulty  that  we  had  to  compel  the  attendance  of  wit- 
nesses from  the  Scotch  company  and  from  the  English 
company  in  order  to  establish  our  position.  We  could 
not  then  satisfactorily  decide,  but  it  is  the  fact  that 
the  Scotch  company  and  the  English  company  do  pay 
Income  Tax  here,  and  both  of  them  have  declared  divi- 
dends which  go  to  the  American  company,  the  U.S.A. 
company.  It  is  true  that,  as  far  as  we  could  ascer- 
tain, the  shares  were  at  that  time  held — that  is  about 
three  years  ago  now — by  a corporation  which  was  ob- 
viously a corporation  representing  the  Singer  Manu- 
facturing Company  of  the  United  States.  That  is  the 
position.  I do  not  think  we  can  state  with  any 
accuracy  what  the  profits  are,  or  how  much  of  them 
really  pass  into  the  coffers  of  the  Singer  Manufactur- 
ing Company.  The  Abingdon  Commissioners  decided 
in  our  favour  to  a very  small  amount;  I think  it  was 
l-32nd  of  the  whole  income,  as  having  been  paid  out 
of  profits  which  had  already  paid  tax  in  the  United 
Kingdom.  I thought  I had  better  explain  that  posi- 
tion. 

5377.  Did  they  go  into  the  question  on  business 
lines  to  see  whether  you  were  simply  utilising  these 
concerns  in  England  to  make  larger  profits  for 
America,  and  not  pay  tax  here? — That  suggestion 
was  made,  undoubtedly,  and  it  was  very  difficult  to 
arrive  at  any  conclusion. 

5378.  There  has  been  no  commercial  investigation, 
because  a commercial  investigation  would  at  once 
find  out  what  you  were  doing  here,  and  the  prices 
that  you  were  selling  at,  and  all  the  things  that  were 
being  done ; that  would  be  done  at  once,  but  that  has 
not  been  done? — The  Inland  Revenue  authorities 
were  well  represented  at  Abingdon  on  that  occasion. 
They  had  the  whole  of  the  facts  that  we  knew;  we 
gave  them  the  opportunity  by  subpoenaing  these 


witnesses  to  have  the  whole  information  that  we  had 
before  them,  and  I presume  if  they  thought  there 
was  an  opportunity  of  establishing  anything  of  that 
description  they  have  meanwhile  taken  the  steps 
necessary. 

5379.  You  can  tell  from  the  questions  that  have 
been  addressed  to  you,  by  Mr.  McLintock  par- 
ticularly, what  is  in  the  mind  of  people  with  regard 
to  that? — Yes,  and  that  is  why  I was  anxious  at  the 
start  to  put  it  as  clearly  as  I could  as  far  as  my 
knowledge  goes.  Broadly  speaking  the  gist  of  my 
evidence  is  contained  in  the  first  six  paragraphs 
really,  and  it  is  to  this  effect : where  a class  is  taxed 
on  any  principle,  the  whole  class  ought  to  be  taxed 
uniformly.  If  you  take  the  ordinary  basis  of  taxa- 
tion, say,  for  instance,  that  incomes  from  £1,000  a 
year  to  £1,500  a year  ought  to  pay  10  per  cent.,  it 
would  be  right  that  all  persons  who  come  within  that 
class  should  pay  10  per  cent,  of  their  income.  But 
in  the  case  of  persons  owning  property  in  two  coun- 
tries or  being  resident  in  one  country  and  owning 
property  in  another,  the  effect  may  be,  and  in  many 
cases  is,  that  they  will  pay  not  10  per  cent,  but  20 
per  cent,  of  their  income.  I submit  that  that  is 
not  a just  taxation  of  that  class.  That  is  a per- 
fectly general  proposition,  and  it  seems  to  me  to  be 
quite  independent  of  individual  cases.  With  regard 
to  the  questions  which  have  been  put  to  Mr.  Singer, 
there  were  two  points  raised  which  I thought  I ought 
to  mention  at  once.  The  one  was  as  to  the  credit 
for  taxes  in  the  United  States,  and  I should  like 
to  read  the  particular  section,  because  that  is  the 
really  important  point  here.  It  is  section  222  fa), 
and  it  runs  in  these  terms,  that  the  taxpayer  under 
Part  II.  shall  be  credited  with  “ (1)  in  the  case  of  a 
citizen  of  the  United  States,  the  amount  of  any 
income,  war  profits  and  excess  profits  taxes  paid  dur- 
ing the  taxable  year  to  any  foreign  country,  upon 
income  derived  from  sources  therein,  or  to  any 
possession  of  the  United  States;  and  (2)  in  the  case 
of  a resident  of  the  United  States,  the  amount  of 
any  such  taxes  paid  during  the  taxable  year  to  any 
possession  of  the  United  States ; and  (3)  in  the  case 
of  an  alien  resident  of  the  United  States  who  is  a 
citizen  or  subject  of  a foreign  country,  the  amount  of 
any  such  taxes  paid  during  the  taxable  year  to  such 
country,  upon  income  derived  from  sources  therein, 
if  such  country,  in  imposing  such  taxes,  allows  a 
similar  credit  to  citizens  of  the  United  States  resid- 
ing in  such  country;  and  (4)  in  the  case  of  any  such 
individual  who  is  a member  of  a partnership  or  a 
beneficiary  of  an  estate  or  trust,  his  proportionate 
share  of  such  taxes  of  the  partnership  or  the  estate 
or  trust  paid  during  the  taxable  year  to  a foreign 
country  or  to  any  possession  of  the  United  States, 
as  the  case  may  be.”  The  Commission  will  see  that 
the  credit  is,  in  the  case  of  an  alien  resident,  upon 
income  derived  from  sources  in  the  foreign  country; 
that  means  that  the  country  of  origin  of  the  income 
will  bo  entitled  to  tax  the  property  and  the  whole 
of  that  will  be  credited.  That  is  not  a provision 
which  will  be  of  any  very  general  application.  It 
happens  in  this  case  for  the  reasons  you  have  heard, 
that  the  whole  of  this  considerable  income  does 
come  from  the  United  States;  but  that  is  a rare 
exception  which  arises  from  the  particular  circum- 
stances, and  even  in  that  case  there  will  be  still  an 
amount  available  for  this  country  to  the  extent  of 
approximately  20  per  cent.,  and  it  would  only  be  in 
cases  where  the  income  amounted  to  over  £200,000 
practically  and  was  all  derived  from  the  particular 
country  that  this  country  would  be  left  with  nothing. 

5380.  Mr.  McLintock : Just  one  moment  before  you 
go  on.  I suggest  to  you  that  the  paragraphs  you 
have  read  do  not  touch  the  case  of  the  individual 
situated  as  Mr.  Singer  is? — That  is  so. 

5381.  He  is  a non-resident  alien? — Yes,  that  is  so 

5382.  He  is  not  a non-resident  of  the  United 
States? — That  is  so;  it  does  not  touch  him. 

5383.  There  is  no  reciprocal  arrangement  offered 
here  to  a non-resident  alien ; that  is  the  description 
applied  to  a British  subject  in  the  American  Act. 
Mr.  Singer  is  known  as  a non-resident  alien? — Yes. 
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5384.  Therefore  the  statement  made  in  paragraph 
li  is  not  strictly  correct.  There  is  no  reciprocal 
arrangement  offered  by  the  United  States  to  anyone 
in  Mr.  Singer  s position.  He  refers  to  section  222 
sub-section  3,  that  reciprocal  airrangemients  only’ 
a?ply0  an  .ahe,n  rodent,  not  to  a non-resident 
anenr'—ihat  is  what  is  said  in  paragraph  11,  that  a 
Bntish  subject  resident  in  the  United  States,  which 
is  not  Mr.  Singer’s  case,  but  would  be  his  case  if  he 
went  there,  would  then  get  the  benefit  of  the  arrange- 

5385.  I suppose  that  those  sections  do  not  apply 
to  anyone  in  the  class  that  Mr.  Singer  is  in  at 
present  ?— That  is  so. 

5386.  There  is  no  reciprocal  arrangement  possible 
under  the  Lnited  States  Act  to  anyone  who  continues 
to  live  m this  country,  as  Mr.  Singer  does?— That 

T'  o1S  n0t  beiQS  Pufc  forward  on  the  ground 
fat  Mr.  Singer  is  going  to  get  immediate  relief 
from  it;  it  is  put  forward  as  a general  proposition. 

5387.  It  is  the  class  of  individual  such  as  Mr. 
Singer  is,  who  is  a subject  of  this  country,  lives  in 
this  country  and  brings  his  income  from  the  United 
States— there  is  no  reciprocal  arrangement  offered 
for  people  of  that  sort  in  this  Act;  there  is  no  sort 
or  legislation  in  America  at  present  to  give  him 
credit,  I suggest? 

5388.  • Chairman : I think  the  reciprocity  vould 
come  in  if  we  had  a section  corresponding  to  sub- 

l ,of  section  222? — Yes,  that  is  where  it  arises 
If  Mr.  Singer  were  a United  States  citizen  resident 
m America  he  would  get  this  without  any  reciprocity 
at  all.  That  is  to  say,  if  he  were  drawing  his  income 
from  a purely  British  source  he  would  under  sub- 
section 1 get  a credit  for  the  whole  of  that. 

5389.  Mr.  McLintock : I do  not  read  that  in  sub- 
section 1;  that  is  “ a citizen  of  the  United  States.” 

539°.  Mr  Kerly.  Our  Act  would  run:  “ a citizen 
ot  the  United  Kingdom  ” ; that  would  be  the  corres- 
ponding legislation. 

5391.  Mr.  McLintock : But  we  give  that  relief  at 
present. 

5392.  Mr.  Kerly.  No.  In  the  case  of  a citizen  of 
the  United  Kingdom— that  is  Mr.  Singer— the 
amount  of  any  Income  Tax  paid  during  any  taxable 
year  to  any  foreign  country  upon  income  derived 
from  sources  therein— that  is  to  the  the  United 
States  upon  income  derived  from  the  United  States. 

5393.  Mr.  McLintock : I suggest  that  in  this 
country  at  present  a citizen  of  the  United  Kingdom 
drawing  income  from  America  is  allowed  to  deduct 
from  that  income  all  tax  and  excess  profits  tax  paid 
in  America  before  being  assessed? — I am  very  glad 
you  mentioned  that.  It  is  necessary  to  emphasize 
that  there  is  all  the  difference  in  the  world  between 
the  deduction  under  the  American  tax  law  and  a 
credit.  A deduction  means  what  you  have  been 
referring  to.  Under  section  5 of  the  1914  Finance 
Act  Mr.  Singer  is  entitled  to  a deduction  from  his 
income  of  the  American  tax,  but  what  this  provision 
prcmdes  is  that  there  shall  be  a credit;  that  is  to  say, 
that  the  total  tax  shall  be  deducted  from  the  tax 
payable  in  the  United  States.  It  is  a totally  different 
proposition.  I only  want  to  say  this  generally;  a 
subsequent  part  of  my  proof,  beyond  that  which  gives 
merely  the  figures  of  the  American  tax,  was  directed 
to  what  seemed  to  me  very  enlightening  points  arising 
on  the  difference  between  American  tax  and  our  tax 
My  experience  with  regard  to  Income  Tax  does  lead 
me  to  realize  the  extreme  sense  of  hardship  under 
which  people  labour.  I have  had  really  startling 
instances  of  people  who  have  felt  the  hardship  so  much 
that  they  were  prepared  to  sacrifice  almost  their  whole 
fives  in  order  to  get  their  wrongs  righted.  In  going 
into  this  American  Act  in  reference  to  Mr.  Singer’s 
evidence  I saw  admirable  provisions  which  were 
capable  of  being  applied  in  this  country  so  as  to  reduce 

hat  sense  of  injustice,  and  I felt  that  it  was  an  oppor- 
t.  mty  to  put  those  sections  before  the  Commission, 
that  is  all  I desire  to  say  generally,  and  I shall  be 
quite  prepared  to  answer  any  questions  as  to  the 
particular  points. 

5394.  Chairman : I think  in  any  case  of  in- 

justice you  are  perfectly  right  in  coming  to  put  it 


before  us  Have  you  anything  further  you  would  like 
to  say.  I do  not  think  I can  usefully  add  anything 
to  what  I have  put  in  my  evidence-in-chief.  If  there 
is  any  important  part  I shall  be  quite  glad  to  read  it. 
There  was  one  other  point  I promised  to  mention,  and 
that  is  with  regard  to  the  reciprocity  that  there  is  in 
reference  to  the  allowances  for  wives  and  children 
dependants;  that  is  mere  information  which  I have, 
ihe  section  of  the  act  does  provide  that  those  allow- 
ances are  only  given  in  the  case  of  the  non-resident 
alien  individual  who  is  a citizen  or  subject  of  a 
country  which  imposes  an  Income  Tax.  The  credits 
allowed  in  sub-divisions  (c)  and  (d)  shall  be  allowed 
°nly  lfTfcb  <:™ntry  allows  a similar  credit  to  citizens 
ot  the  United  States  not  residing  in  such  country.  I 
a^nin^°im6d  t^at  tbat  reciprocity  has  been  arranged 
with  H ranee ; that  is  under  section  216. 

5395.  I want  to  draw  your  attention  to  this,  that 
when  you  and  Mr.  Singer  have  given  your  evidence 
,°',7,no  Publlc  use  myst  ^ made  of  that  evidence 
Tr  Jr 6 ,Government  has  published  it?— Certainly 
'■Mo:tm,eT  Singer)  : Is  it  possible  for  us  to  have 
Wh  has  been  said-  for  °ur  own  personal 

Y?s;  ;*  wii‘  be.“ut  t"  you  when  it  is  received 
from  the  shorthand  writer  for  correction— Thank  you 
Could  I make  just  one  remark  on  what  the  member  of 

Tax^rS1?0'1  tl,e  man  who  Incom° 

6397.  That  was  Mr.  Brace — I think  that  if  the  man 
who  pays  Income  Tax  on  £1£1  were  told  that  any 
{5?  C1uZt,n  "ho  derived  his  income  from 
Lng  and  would  have  to  pay  the  whole  of  his  tax  in 

iTh»f  «d  ?niJ  TT  m America  it  would  show  him 
lhat  the  fact  that  an  English  citizen  under  certain 
oil  cumstanees  very  rare  circumstances— would  not 

indPhelgmS  1“°“°  T“S  7SS  not  "-reasonable, 
and  he  might  be  a great  deal  relieved:  and  also 
if  he  were  told  that  the  reason  that  a British 
citizen  was  not  paying  66  per  cent.  Income  Tax  in 
this  country  was  because  he  was  paying  a like 

XTrt”  ? greatcr  “m°>mt,  in  another  county 
uheio  the  income  was  derivod,  for  the  relief 

of  m/meLlngf1”6  °IaS8  °f  pe°ple-y°"  drift 

6398.  Mr.  Brace : I quite  follow.— He  would  not  be 
avoiding  a payment,  hut  he  would  be  paying  in  an- 
other place  with  exactly  the  same  object  B 

6399.  Chairman-.  You  wish  to  make  that  state- 
ment with  regard  to  Mr.  Brace’s  question? — Yes.  I 
wanted  to  make  that  statement  as  it  had  occurred 
to  me.  Then  I wanted  to  make  one  other  remark. 

It  has  been  said  that  the  Singer  Company,  although 
I do  not  think  this  inquiry  should  really  have  any- 
thing particularly  to  do  with  the  Singer  Company, 
was  an  international  company.  I only  wish  to  remark 
that  it  is  no  more  international  than  crowds  and 
crowds  of  other  companies,  shipping  companies  and 
others  m England  registered  in  England,  which  trade 
all  over  the  world. 

5400.  I think  as  you  have  como  to  give  evidence 
upon  these  points  of  Income  Tax  it  was  really 

about  th,  fs:  he  C"mmlsslon  to  make  those  inquiries 
about  the  Singer  Company,  because  it  is  from  that 
company  that  you  get  the  larger  portion  of  your 
great  income?— I do,  my  lord,  I admit;  hut  my  whole 
idea  was  not  only  to  do  with  myself;  it  was  general. 

5401.  Chairman:  I agree. 

5402.  Mr.  Kerly:  Mr.  Edwardes  Jones,  your  sug- 
gestion of  principle  is  that  where  an  income  is  derived 
from  a particular  company,  that  income,  so  far  as 
it  is  subject  to  Income  Tax,  should  be  by  international 

count™™;  w l?d  7 P':imarily  “ fund  for  the 
country  in  which  the  income  originates?-  (Mr 
Edwardes  Jones)  ; I do  not  venture  to  make  sugges- 
tions,  but  that  is  the  effect. 

certaCin'lyrhat  “ ^ foundation  in  principle?— Yes, 

5404.  That,  of  course,  must  be  a matter  of  inter- 
national  arrangement? Yes. 

6405.  Then  the  proposal  that  is  made  in  the  United 
States  goes  some  way  in  that  direction,  but  it  is 

whoHv  h?1 *°t  re?I0f  m ^P"01  of  income  derived 
wholly  m the  taxing  country?— Well,  the  word 
source  is  the  word  used. 
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5406.  That  is  probably  what  it  means  is  it  not — 
from  a source  within  the  taxing  country? — Yes. 

5407.  In  the  case  of  companies  or  individuals 
carrying  on  a trade  in  several  countries,  further 
arrangements  will  have  to  be  made  before  the  prin- 
ciple can  he  carried  out? — I think  so. 

5408.  I need  not  ask  you  for  any  details,  because 
it  is  obvious  that  such  arrangements  must  he  matters 
of  international  arrangement? — I think  so. 

5409.  Very  well;  I pass  on  from  that.  I am  going 
to  ask  you  a few  questions  as  regards  the  latter  part 
of  your  examination,  but  just  to  clear  up  a matter 
in  case  there  should  be  any  misunderstanding:  it 
is  possible  in  England,  by  setting  up  a subsidiary 
company  which  is  really  for  Income  Tax  purposes  an 
independent  organisation,  for  a foreign  trader  who 
owns  the  bulk  of  the  shares  to  derive  an  income 
from  the  English  operations  which  is  not  subject  to 
taxation  here? — It  is  very  difficult  now,  because  of 
the  provisions  of  section  31  of  the  1915  Act. 

5410.  Well,  it  is  rather  the  Rules  of  the  Act  of 
1918,  is  it  not — the  General  Rules  6 to  12,  I take 
it,  provide  that  the  trading  operations  of  the  local 
company,  the  English  company,  may  he  subject  to 
consideration  to  see  whether  they  are  deriving  a 
normal  profit  or  not? — Yes. 

5411.  You,  I suppose,  in  principle  would  have  no 
objection? — Not  the  least. 

5412.  I pass  on  from  that  to  some  specific  sugges- 
tions you  have  made.  You  suggest  (in  paragraph  26 
of  your  evidence-in-chief)  that  there  is  a change  of 
feeling  with  regard  to  Income  Tax.  Is  not  that 
change  principally  due,  now  that  the  war  has  ended, 
to  the  enormous  size  of  the  tax  ? — I am  suggesting  an 
improvement  in  feeling.  I should  have  thought  the 
enormous  size  of  the  tax  would  have  tended  in  the 
other  direction. 

5413.  You  did  not  follow.  I meant  the  change  of 
feeling  is  one  of  greater  dissatisfaction? — I was  not 
suggesting  that.  You  mean  in  paragraph  25? 

5414.  Yes. — I think  that  is  in  the  past;  there  was  a 
general  feeling. 

5415.  There  has  recently  been  a change? — Yes. 

5416.  In  making  an  English  resident  pay  on  the 
whole  of  his  foreign  income  instead  of  upon  such 
part  of  it  only  as  was  received  in  this  country? — Yes. 

5417.  Do  you  think  that  is  generally  regarded  as 
unjust? — I do  not  know  that  it  has  ever  been  discussed 
in  any  careful  form  before  this,  as  to  the  fairness  or 
unfairness  of  it. 

5418.  With  the  exception  of  that  provision  and  with 

the  exception  of  certain  dissatisfaction  as  regards 
allowances  for  depreciation  and  so  on — I am  not  talk- 
ing of  details,  you  know — can  you  tell  us  of  any 
general  provision  of  our  existing  laws  which  strikes  the 
commercial  community,  so  far  as  you  are  acquainted 
with  it,  as  unjust? — I think  that  the  wear  and  tear 
allowances  and  the  way  that  they  have  been 
worked 

5419.  Yes,  that  is  what  I meant  by  depreciation;  I 

meant  to  cover  that? does  strike  them  as!  very 

unjust. 

5420.  Those  are  the  two  principal  sources  of  com- 
plaint, are  they  not? — I think  myself  that  the  three- 
years’  average  strikes  people  as  unfair,  although  they 
have  become  so  accustomed  to  it  now  that  they  do  not 
resent  it  much. 

5421.  Would  you  prefer  to  take  last  year’s  actual 
ineopie  instead  of  the  three  years’  average? — I think 
so.  I think  the  American  provision,  the  accounts  as 
audited  if  they  “ reflect  the  income,”  is  an  admirable 
provision,  and  perfectly  workable. 

5422.  I do  not  want  to  ask  you  about  matters  which 
explain  themselves  in  your  statement.  Turn,  please, 
to  paragraph  29.  You  cite  from  America  a provision 
which  gives  a Commissioner  of  Internal  Revenue  a dis- 
cretionary power  to  remit  certain  taxes? — Yes. 

5423.  Do  you  think  that  any  such  discretion  to  a 
Government  official  would  work  well  in  England? — I 


think  it  would.  I think  it  would  be  better  than  the 
present  system.  I have  often  had  cases  of  real  hard- 
ship where,  owing  to  the  matter  being  out  of  time  or 
something  of  that  sort,  the  Commissioners  of  Inland 
Revenue  felt  themselves  bound  to  refuse  any  redress. 

5424.  And  you  think  it  would  be  desirable  and 
would  work  beneficially  if  a discretion  were  given  to 
the  Revenue  authorities  ? — I think  it  ought  to  be  some 
independent  authority — somebody  representing  the 
Treasury  simply. 

5425.  In  paragraph  31  you  point  out  that  any  tax- 
payer who  fights  the  Revenue  is  subjected  to  a very 
great  risk  as  to  costs? — Yes. 

5426.  You  are  familiar  with  the  fact,  I think,  that 
in  some  proceedings  the  Crown  neither  pays  nor  takes 
costs? — Yes,  certainly. 

5427.  Do  you  think  that  would  be  a desirable 
amendment  of  the  law  with  regard  to  Income  Tax? — 

I think  it  would.  It  is  practically  the  universal 
practice  now  for  the  Attorney-General  or  Solicitor- 
General  to  be  briefed  in  all  Revenue  cases,  and  as 
you  will  realize,  that  does  form  a very  serious  handi- 
cap on  the  subject. 

5428.  Is  it  your  experience  that  since  the  change  in 
the  method  of  remuneration  of  Law  Officers  it  has 
become  more  common  in  Crown  cases  to  brief  the 
Attorney-General,  with  consequent  high  fees  and  con 
sequent  larger  risk  to  the  litigant,  than  it  was  before 
that  alteration  was  introduced? — I could  not  say  more 
than  that  as  far  as  my  experience  goes  it  is  so.  I 
should  not  like  to  say  without  verifying  by  looking 
back  to  the  cases. 

5429.  That  is  the  general  view  of  the  Bar,  is  it  not? 
— Oh,  certainly. 

5430.  You  suggest  that  a return  should  be  made  in 
many  cases.  Do  you  see  any  difficulty  in  imposing  a 
liability  upon  every  possible  taxpayer  to  make  a return 
of  his  income  when  called  upon? — That  is  the  practice 
in  America,  and  I think  it  is  sound. 

5431.  Mr.  McLintock : You  refer  in  your  paragraph 
20  to  section  213  (B)  of  the  American  Act.  “ Gross 
income  does  not  include  the  proceeds  of  Life  Insurance 
policies  paid  on  the  death  of  the  insured  to  individual 
beneficiaries.”  Then  the  Act  goes  on  to  say  “ or  to 
the  estate  of  the  insured  ”? — Yes. 

5432.  There  is  no  such  assessment,  of  course,  in 
this  country? — If  there  was  an  annual  payment 
arising  out  of  the  provision  for  dependants  there 
would  be  such  a payment  in  this  country. 

5433.  Yes,  but  the  American  provision  is  “ the 
proceeds  of  a life  policy  paid  on  the  death  of  the 
insured  ”? — Yes.  I think  that  does  not  really  consti- 
tute a sound  point ; I quite  admit  it. 

5434.  You  are  aware  that  in  America  if  you  get  the 
proceeds  of  an  endowment  policy  repaid  during  your 
life  you  have  to  account  for  the  difference  between 
the  premiums  paid  and  the  sum  you  recover  as 
income? — I think  that  is  so,  but  should  not  like  to 
say  without  verifying  it. 

5435.  You  do  not  suggest  that  we  adopt  that  prin- 
ciple in  this  country? — That  again  I should  not  like 
to  say  until  I had  got  the  case  before  me. 

5436.  What  is  your  object  in  putting  forward  these 
suggestions  in  paragraph  20,  where  you  quote  the 
American  Act? — I should  rather  like  to  say  that 
section  213  (B)  sub-section  (1),  the  particular  para- 
graph you  ask  me  about  here,  I do  not  think  is  a 
sound  point;  it  ought  to  be  omitted.  The  rest  I 
put  forward  as  being  more  generous  treatment  than 
the  treatment  which  people  get  here. 

5437.  Then  in  paragraph  23  you  state:  “ I am  con- 
vinced that  the  Revenue  will'  profit  if  the  business 
community  recognize  that  the  taxation  of  trade 
profits  is  consistent  with  business  methods  and  is 
administered  fairly  and  even  generously  ”? — Yes. 

5438.  At  whose  expense  do  you  suggest  the  generous 
treatment  should  be  provided? — If  the  generous 
treatment  implies  a loss  of  taxation  I think  that  the 
American  system  gives  you  a fair  indication  where 
you  can  look  for  redress. 
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5439.  We  all  agree  it  must  be  fair,  but  if  it  is 
to  be  generous,  somebody  has  got  to  pay  for  that 
generosity — some  other  taxpayer? — I do  not  think 
so.  I think  that  an  enormous  amount  is  really  lost  both 
in  costs  and  in  bad  feeling,  and  in  actual  money, 
by  taking  small  objections  which  really  do  not  bring 
in  any  appreciable  sum,  but  put  the  taxpayer  in  a 
frame  of  mind  when  he  will  do  anything  rather  than 

pay. 

5440.  You  recognize  that  the  point  of  view  of  the 
taxpayer  and  the  Board  of  Inland  Revenue  as  to 
what  is  generous  are  not  exactly  the  same,  or  hardly 
ever  likely  to  be  the  same? — I do  not  see  any  reason 
why  they  should  not  be  the  same. 

5441.  Have  you  made  up  many  ordinary  traders’ 
returns  or  assisted  in  connection  with  them? — Cer- 
tainly; a very  large  number. 

5442.  Is  it  not  your  view  that  the  trader  takes 
rather  a different  view  as  to  generosity  from  the 
Inland  Revenue? — That  is  just  what  I think  is  a 
mistake.  I think  the  ordinary  trader  is  an  extremely 
honest  man  and  the  ordinary  Surveyor  is  an  ex- 
tremely honest  man,  as  a rule,  and  it  is  perfectly 
possible  for  them  to  come  together  and  agree  on  the 
proper  basis. 

5443.  You  refer  to  a provision  under  the  1890  Act? 
— The  Customs  and  Inland  Revenue  Act,  1890,  about 
loss. 

5444.  Yes? — That  is  about  the  middle  of  paragraph 
28  of  my  evidence-in-chief. 

5445.  You  suggest  there  that  the  remedy  under 
that  section  is  incomplete? — Very  incomplete. 

5446.  Because  there  is  no  appeal? — That  is  so. 

5447.  There  is  an  appeal  to  adjust  the  amount  of 
the  loss  of  the  year,  is  there  not? — There  is  power 
to  apply  to  the  General  Commissioners  or  the  Special 
Commissioners  for  an  adjustment,  but  it  must  be 
made  within  six  months  of  the  termination  of  the 
year. 

5448.  You  know  that  in  practice  they  allow  12 
months? — I did  not  know  that,  no. 

5449.  Have  you  ever  known  of  a case  of  an  actual 
adjusted  loss  between  the  taxpayer  and  the  Inland 
Revenue  where  the  tax  has  not  been  repaid? — Oh, 
yea. 

5450.  Have  you  had  many  appeals  under  this  sec- 
tion?— You  cannot  appeal. 

5451.  You  can  appeal  to  the  Local  Commissioners? 
— You  can  apply  to  the  Local  Commissioners,  yes. 

5452.  You  are  referring  to  appeals  from  the  deci- 
sions of  the  Commissioners? — By  case  stated,  yes. 

5453.  I have  had  considerable  practice  in  this,  and 
will  you  take  it  from  me  I have  never  known  cf  a 
single  case  where  there  was  any  difficulty  in  getting 
the  relief  under  this  section  to  which  the  taxpayer 
was  entitled? — I have  one  very  important  one  on  at 
this  time,  and  I shall  be  only  too  happy  to  find  that 
you  are  right. 

5454.  The  general  run  of  taxpayers  have  no  diffi- 
culty in  adjusting  the  loss  for  the  year,  and  as  a 
general  rule  the  Inland  Revenue  in  my  experience 
never  ask  them  to  go  before  the  Commissioners  at  all ; 


they  repay  the  tax? — I know  in  many  cases  they  do, 
but  in  many  cases  they  do  not. 

5455.  I suggest  to  you  the  case  you  are  referring 
to  is  altogether  exceptional;  it  is  not  the  general 
practice? — I have  one  now  which  involves  £30,000, 
and  I shall  be  very  glad  to  find  that  you  are  right. 

5456.  Do  you  realize  the  effect  of  the  three  years' 
average  on  losses,  even  under  this  1890  Act? — Yes. 

5457.  A man  never  applies  for  repayment  on  the 
loss  unless  he  fears  he  is  going  to  make  a loss  the 
following  year,  and  might  have  an  average  of  nil? — 
If  I may  say  so,  I do  not  agree  with  the  suggestion 
that  people  never  apply  except  when  they  feel  sure 
it  is  going  only  to  work  for  their  benefit. 

5458.  My  point  which  I am  putting  to  you  is  this, 
that  the  taxpayer  here  gets  all  the  relief  he  is 
entitled  to,  either  by  the  operation  of  the  three 
years’  average  or  by  getting  repayment  of  tax  on 
the  loss  of  the  year? — I simply  say  I do  not  agree 
at  all.  My  experience  is  directly  to  the  contrary. 

5459.  You  contrast  in  the  latter  part  of  your  state- 
ment the  administration  of  the  tax  in  America  and 
in  England,  and  the  suggestion  is  that  the  adminis- 
tration there  is  better? — I do  not  pretend  to  be  an 
expert  as  to  the  administration  of  the  American 
tax.  I have  not  been  in  America  for  the  last  40 
years.  I can  only  say  that  the  framing  of  the  regu- 
lations and  the  whole  language  seems  to  me  to  be 
more  designed  to  do  justice  as  between  the  tax- 
payers and  the  Government. 

5460.  You  make  a considerable  point  of  that.  May 
I just  read  the  Report  of  the  Committee  on  War 
Finance  of  the  American  Economic  Association;  they 
probably  know  more  about  it  than  any  of  us  here? — 
Certainly. 

5461.  “ Our  income  tax  laws  have  been  badly 
drafted,  and  they  are  obscure  at  many  points.  Local 
revenue  officers  have  often  given  conflicting  opinions 
The  Treasury  Department  has  frequently  reversed  its 
rulings,  and  retroactive  investigations  under  changed 
rulings  have  resulted  in  demands  for  additional  taxes 
on  account  of  former  years.  In  this  respect  the 
United  States  income  tax  has  been  exceedingly  un- 
certain and  vexatious,  and  it  is  undoubtedly  time 
for  a Statute  of  Limitations.  The  proposed  limit 
of  five  years  is  probably  too  long,  at  least  for  normal 
times;  except  in  case  of  fraud  the  limit  should  be 
ultimately  reduced  to  two  or  three  years.” — May  I 
ask  the  date  of  that? 

5462.  This  was  published  in  December,  1918.— I can 
only  say  that  all  this  law  has  been  growing  very 
rapidly  in  the  last  few  years,  and  undoubtedly  at 
first  it  was  open  to  very  grave  aspersion,  but  I have 
before  me  now  the  Treasury  Regulations  under  the 
Reveniie  Act  of  1918.  They  are  not  even  in  their 
final  form;  they  are  headed:  “Regulations  45  re- 
lating to  incomes,  and  war  profits  and  excess  profits 
tax  under  the  Revenue  Act  of  1918,  preliminary 
edition.”  Those  are  admirably  drafted,  and  seem  to 
me  to  be  drafted  with  a desire  to  do  justice  to  the 
taxpayer. 

5463.  Chairman : Thank  you  very  much  for  having 
taken  the  trouble  to  come  and  give  us  the  evidence 
you  have  given. 


Mr.  Thomas  Loya,  LL.B.,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

5464.  (1)  Thomas  Luya,  LL.B.,  of  the  city  of 
Liverpool,  Solicitor  of  the  Supreme  Court  of  Judica- 
ture in  England,  says:  — 

I am  a solicitor  practising  in  Liverpool,  and  have 
been  so  practising  for  nearly  13  years.  My  practice 
is  very  largely  a commercial  one,  and  involves  in- 
vestigation into,  and  advice  upon,  many  matters  con- 
nected with  commerce  and  trade  of  the  city.  In 
particular  I act  as  solicitor  to  most  of  the  large  pro- 
vision houses  carrying  on  business  in  the  city,  and 
am  well  acquainted  with  the  nature  and  character 
of  their  business. 

5465.  (2)  I represent  in  this  country  the  following 
firms  carrying  on  business  in  the  United  States  of 
America ; — 


Boyd,  Lunham  & Co.,  Chicago,  U.S.A., 

Chatham  Packing  Co.,  Chatham,  Ontario, 
Cleveland  Packing  Co.,  Ohio,  U.S.A., 

Cudahy  Bros.  & Co.,  Milwaukee,  U.S.A., 

Cudahy  Packing  Co.,  Chicago,  Omaha,  Sioux 
City,  Iowa,  Los  Angeles,  California,  and 
Kansas  City, 

Fearman  Packing  Co.,  Hamilton,  Ontario, 

G.  A.  Hormel  & Co.,  Austin,  Minnesota. 

Ingersoll  Packing  Co.,  Ontario,  Canada, 
International  Provision  Co.,  Brooklyn, 

Jacob  Dold  Packing  Co.,  Buffalo,  TJ.S.A., 

John  Morrell  & Co.,  Ottumwa,  Iowa,  U.S.A., 
Morton  Gregson  & Co.,  Nebraska,  U.S.A., 

Parker,  Webb  & Co.,  Detroit,  U.S.A., 

Roberts  & Oake, 

T.  IVf.  Sinclair  A Co.,  Ltd.,  Cedar  Rapids, 

U.S.A., 
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and  at  lie  r smaller  packing  houses.  I also  represent 
those  British  firms  who  do  business  with  one  or  more 
of  the  before  mentioned  American  firms.  As  an  ex- 
ample of  the  size  of  the  interests  concerned  I mention 
that  the  consignment  turnover  of  the  said  firms  in 
England  during  the  7 months  ended  31st  August, 
1917,  was  £6,000,000  or  thereabouts. 

5466.  (3)  Before  the  Finance  (No.  2)  Act,  1915, 
was  passed  most  of  my  clients  were  paying  Income 
Tax  upon  a profit  assumed  and  arrived  a/t  by  the 
application  of  a particular  percentage  on  the  gross 
consignment  turnover  of  such  clients  in  England,  such 
percentage  being  one  on  the  goods  consigned  by  my 
clients  for  sale  in  this  country.  Upon  the  passing  of 
the  Finance  (No.  2)  Act,  1915,  the  law,  it  is  thought, 
was  altered  dn  two  vital  ways.  In  the  first  place  the 
test  to  be  applied  for  the  purpose  of  ascertaining 
whether  a particular  non-resident  was  or  was  not  liable 
ito  pay  taxation  was  altered  so  that  the  test  was  no 
longer,  was  the  non-resident  carrying  on  business  in 
England  or  exercising  a trade  there,  but  became  a 
question  of  whether  the  non-resident  was  receiving 
profits  directly  or  indirectly  from  a branch  house,  a 
factor,  an  agency  or  otherwise,  domiciled  in  England ; 
and  in  the  second  place  powers  were  given  to  the 
Commissioners  of  Inland  Revenue  of  assuming  the 
profits  of  non-residents  to  be  represented  by  a per- 
centage on  their  gross  turnover  where  the  actual 
profits  of  such  non-residents  were  not  readily  ascer- 
tainable. No  proper  notice  to  non-residents  was  ever 
given  of  the  passing  of  this  Act  or  of  the  drastic 
changes  in  the  law  which  it  effected,  and  it  was  not 
until  May  of  1918,  some  three  years  after  the  passing  of 
the  said  Act,  that  steps  were  taken  bv  the  Commis- 
sioners of  Inland  Revenue  to  apply  their  interpreta- 
tion of  the  Act  to  the  packing  industry  of  the  United 
States,  and  as  the  result  a very  grave  hardship  was 
brought  upon  such  industry.  It  is  here  mentioned 
that  the  industry  in  question  is  advised  that  the 
sub-section  of  section  31  of  the  said  Act,  which  gives 
the  Commissioners  the  arbitrary  power  before 
mentioned,  was  intended  only  to  apply  to  cases  where 
there  was  such  a close  connection  between  the  non- 
resident and  the  resident  that  the  resident,  while 
making  profits,  appeared,  owing  to  the  arrangements 
between  the  two  houses,  either  to  be  making  no 
profit  at  all  or  to  be  carrying  on  at  a loss,  and  was 
never  intended  to  apply  to  the  cases  where  a non- 
resident sold  his  provisions  through  a commission 
agent  in  this  country  who  was  duly  and  properly 
remunerated  for  his  services  and  Avho  in  due  course 
paid  taxation  upon  any  profits  which  resulted  from 
such  remuneration. 

5467.  (4)  The  particular  industry  which  I represent, 
namely,  the  packing  industry  of  the  United  States, 
is  in  a somewhat  unique  position  with  regard  to  the 
question  of  the  ascertainment  of  its  profits  from 
sales  which  were  made  to  or  through  agents  or 
commission  agents  in  this  country.  The  average 
packing  house  in  U.S.A.  only  sells  in  this  country 
a Small  proportion  of  its  total  production,  and  further 
only  sells  in  this  oountry  a particular  class  of  the 
goods  which  it  manufactures,  which  represents  about 
10  per  cent,  of  the  different  kinds  of  articles  which 
result  from  the  hog  packing  industry.  There  are 
packing  houses  in  the  United  States  which  manufac- 
ture 40  or  50  or  more  different  articles,  and  only 
export  to,  and  sell  in  this  country  3 or  4 of  the 
same.  The  usual  articles  sent  over  here  for  sale  are 
bacon,  hams,  and  lard.  It  will  be  sufficient  as  an 
example  of  the  difficulties  which  beset  any  person 
endeavouring  to  ascertain  the  profits  of  a packer 
made  from  trading  in  this  country  if  we  take  the 
case  of  bacon.  In  the  first  place  only  certain  hogs 
raised  in  the  United  States  will  produce  a kind  of 
bacon  which  is  saleable  in  this  country.  In  the  second 
place,  from  those  suitable  hogs  only  a portion  is  sale- 
able in  this  country.  That  portion  has  to  be  cut 
from  the  whole  hog,  and  has  to  be  cut  in  a particular 
manner,  and  as  a result  the  residue  left  differs  from 
the  residue  which  is  left  after  the  hog  is  cut  for 
the  American  market.  Again  hogs  are  bought  in 
droves  containing  various  kinds  of  hogs,  some  suit- 
able, and  some  not  suitable  for  the  English  trade, 
and  the  price  is  sto  much  per  given  weight  of  live 
hog.  In  the  third  place,  the  price  which  is  obtainable 
for  the' bacon  when  cut  for  the  English  market  from 


the  suitable  hog  is  the  price  of  the  market  upon  the 
day  when  the  produce  is  ready  for  sale,  and  is  not 
the  price  figured  out  in  relation  to  the  cost  of  the 
whole  hog.  The  market  price,  as  it  is  called,  from  day 
to  day  of  English  cuts  is  arrived  at  in  this  way.  The 
packer  who  is  estimating  the  price  at  which  he  can 
profitably  sell  his  English  cut  first  of  all  ascertains 
how  much  his  hog  has  cost  him,  as  it  is  called,  on 
his  feet.  He  knows  from  experience  how  much  that 
particular  hog  will  dress,  that  id  to  say,  when  it  is 
killed  and  dressed  ready  for  cutting  up  what  its 
weight  will  be.  This  averages  somewhere  about  65 
per  cent,  to  70  per  cent,  of  the  live  weight.  He  then 
calculates  what  he  can  get  on  the  market  price,  on 
the  day  on  which  he  is  proposing  to  price  the  English 
cut,  for  all  the  other  products  which  come  from  that 
hog.  The  other  products  have  a daily  market 
value.  He  thus  knows  by  a process  of  elimination 
how  much  he  must  get  per  pound  for  his  English  cut 
in  order  that  the  whole  transaction,  of  purchasing, 
killing  and  cutting  up  and  generally  manufacturing 
from  the  live  hog  various  products,  may  produce  a 
profit  to  him.  It  will  thus  be  seen  that  while  the 
price  fixed  for  the  English  cut  has  in  fact  no  relation 
to  the  cost  of  the  hog,  because,  as  before  mentioned, 
the  price  is  governed  by  the  market,  yet  the  market 
price  is  in  turn  governed  by  the  general  market  price 
of  the  various  market  prices  of  the  hog,  and  the  price 
therefore  fixed  for  the  English  cuts  in  this  way  has 
a definite  relation  to  the  cost  of  the  hog.  It  will 
also  be  seen  that  if  the  market  price,  owing,  for 
example,  to  a “ big  run  ” of  hogs  coming  along  at 
a particular  time,  comes  down,  then,  of  course,  he 
must  sell  his  product  of  the  hog,  bought  at  a higher 
price  a few  days  before,  at  a loss,  because  he  cannot 
get  more  at  any  time  for  his  English  cut  than  the 
market  price  of  the  English  cut  on  the  day  that 
he  wishes  to  sell.  In  practice  what  happens  isi  the 
packer  runs  his  business  like  many  other  businesses 
upon  the  average  result  coming  from  the  trading 
for  a considerable  period. 

5468.  (5)  In  addition  to  the  above  difficulties 
there  are  difficulties  inseparable  from  any  large 
business,  resulting  from  the  fact  that  there  are  con- 
siderable expenses  which  are  not  attributable  di- 
rectly to  any  particular  part  of  the  business.  For 
example  the  clerical  expenses ; these  are  consider- 
able, and  the  expenses  of  this  branch  of  the  business 
have  to  be  apportioned  among  the  various  selling 
and  manufacturing  departments  on  a basis  of  sales. 
While  this  method  is  perhaps  not  technically  abso- 
lutely accurate  it  works  out  to  within  a fine  point 
of  complete  accuracy. 

5469.  (6)  Coming  to  the  result  of  section  31  of 
the  said  Act,  as  interpreted  by  the  Commissioners  of 
Inland  Revenue,  upon  the  position,  I wish  to  in- 
form the  Commission  first  of  all  of  these  facts. 
Before  the  war  prices  of  hog  products  were  normal 
in  that  they  were  the  result  of  ordinary  competition 
trading.  Upon  those  prices  1 per  cent,  on  the  gross 
consignment  turnover  was  assumed  to  be  the  profit 
of  the  non-resident  in  the  hog  packing  trade. 
During  the  war  years  the  pi'ices  gradually  rose  until 
they  were  some  three  times  as  big  as  they  were 
before  the  war.  Application  of  a 1 per  cent,  basis 
to  the  increased  prices  would  produce,  by  a mere 
calculation  upon  the  same  volume  in  weight  of  goods 
handled,  an  assumed  profit  three  times  as  large  as  the 
pre-war  on  the  same  weight  of  goods  handled.  This 
in  itself  would  be  an  assumption  of  profit  greater 
than  the  facts  warrant.  The  Commissioners  of 
Inland  Revenue  have  assumed  the  profits  of  the 
non-resident  to  be  represented  not  by  1 per  cent,  on 
their  gross  consignment  turnover,  but  by  4 per  cent, 
and  5 per  cent,  on  such  turnover,  with  the  result 
that  it  has  been  assumed  that  the  profits  of  non- 
residents during  the  war  years  were  12  and  15  times 
as  great  on  the  same  volume  of  goods  handled  as 
they  were  before  the  war,  a conclusion  which  in 
itself  is  completely  inaccurate.  Apart  from  the  im- 
portant question  of  Income  Tax  there  follows  upon 
those  figures  the  more  serious  question  of  Excess 
Profits  Duty. 

5470.  (7)  By  way  of  example  the  following  figures 
are  quoted:  — 

The  Inland  Revenue  are  now  assessing  profits  on 
a 5 per  cent,  basis  on  sales  which  for  the  past 
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year  may  reasonably  be  taken  at  three  times 
their  normal  value. 

In  the  case  of  a business  doing  a normal  pre- 
war trade  of  £100,000  turnover,  Income  Tax  (at 
6s.  in  the  £)  would  amount  to  £300.  If  we  in- 
crease this  turnover  by  the  rise  in  values,  the 
Income  Tax  at  1 per  cent,  is  automatically  in- 
creased to  £468,  an  increase  of  £168. 

There  would  be  no  Excess  Profits  Duty  payable 
on  the  1 per  cent,  basis  and  normal  turnover,  but 
a sum  of  £1,440  duty  would  be  payable  at  1 per 
cent  on  the  increased  values. 

If  however  the  Inland  Revenue  succeed  in  their 
estimate  of  a 5 per  cent,  basis  of  profits  on  in- 
creased values,  then  the  position  is  much  worse. 
Income  Tax  goes  up  from  £300  to  £1,188  (increase 
of  £888)  and  Excess  Profits  Duty  goes  up  from 
nil  to  £11,040. 

These  figures  are  after  deducting  from  the  profit 
liable  to  Income  Tax  the  amount  payable  in 
respect  of  Excess  Profits  Duty. 

5471.  (8)  One  of  the  complaints  by  my  clients, 
which  was  foreshadowed  early  on,  is  that  in  the 
year  1918  assessments  for  Income  Tax  were  issued 
against  my  clients  for  the  years  commencing  April 
1915  onwards.  In  May  of  1918,  the  years  ending 
December  1915,  1916  and  1917,  were  closed  years, 
that  is  to  say,  the  profits  had  been  ascertained  in 
the  belief  that  their  liability  for  taxation  had  not 
been  increased,  and  such  profits  had  been  divided,  or 
left  in  the  business  to  provide  the  necessary  further 
capital  required  owing  to  increased  costs  all  round. 
A complaint  is  made  that  the  Commissioners  of  In- 
land Revenue  ought  not  to  be  allowed  in  May  of  1918 
to  call  for  taxation  of  so  unprecedented  amount,  or  at 
all,  in  respect  of  such  closed  years  except  upon  a basis 
precisely  similar  to  the  pre-war  basis.  Then  again 
there  is  the  question  under  the  said  Act  as  to  the  posi- 
tion of  resident  firms  who  do  business  with  or  for  non- 
residents. Precisely  what  the  said  section  means  as 
to  the  liability  of  agents  has  not  yet  been  settled,  but 
there  are  different  opinions  as  to  whether  or  not  an 
agent  may  not  become  personally  responsible  for  the 
amount  of  an  assessment  confirmed  against  a non- 
resident, even  though  such  agent  may  never  have  had 
or  may  not  at  the  time  hold  the  result  of  such  profits 
and  gains.  This  one  uncertainty  is  gravely  hamper- 
ing the  resumption  and  initiation  of  the  import  busi- 
ness so  far  as  it  relates  to  food  imports  in  this  country. 
Not  unnaturally  agents  are  not  prepared  to  do  any 
business  with  non-residents  unless  they  are  satisfied 
either  that  no  liability  will  ensue  against  them  for  the 
taxes  of  a third  party,  or  that  such  third  party  will 
indemnify  them  against  such  liability.  In  many 
cases,  within  my  knowledge,  old-standing  business 
relationships  have  been  disturbed  through  this  par- 
ticular clause,  and  inquiries  from  non-residents  as  to 
the  initiation  of  new  business  from  them  are  being 
turned  down  wholesale  by  large  firms  of  general  com- 
mission agents  here  because  of  the  uncertainty  above 
referred  to.  If,  as  appears  to  be  the  case  from  my 
varied  knowledge  of  this  matter,  this  uncertainty 
exists  in  the  same  degree  in  other  trades  as  it  does 
in  the  food  trade,  then  a serious  menace  to  the  import 
business  in  this  country  is  in  being,  and  ought  to  be 
dealt  with  without  delay. 

6472.  (9)  From  the  trade  point  of  view  I can  sum- 
marize the  position  by  the  emphasis  of  the  following 
points : — 

5473.  (10)  Firstly,  from  the  point  of  view  of  the  non- 
resident the  exempting  clause,  sub-section  6 of  section 
31  of  the  Finance  Act  1915,  appears  to  have  the  effect 
of  exempting  either  the  non-resident  or  the  resident, 
or  both,  from  taxation,  where  the  business  is  done 
through  a general  commission  agent  who  is  not  an 
authorized  person  carrying  on  the  regular  agency  of 
the  non-resident ; and  although  this  would  seem  to  be, 
and  is  of  course,  a very  proper  provision,  yet  the  mis- 
chief of  that  particular  section  lies  in  the  fact  of  its 
uncertainty.  Suppose,  for  example,  business  done 
through  such  an  exempted  source  became  very  large, 
sooneF  or  later,  without  any  definite  dividing  line  and 
without  express  agreement  of  any  kind,  it  would  be 


open  to  the  Commissioners  of  Inland  Revenue  to  say 
that  the  resident  in  such  circumstances  was  an 
authorized  person  carrying  on  the  regular  agency  of 
the  non-resident,  and  call  upon  the  non-resident, 
through  the  resident,  for  taxation  in  accordance  with 
the  previous  provisions  of  this  section.  In  practice 
such  a condition  of  affairs  works  out  as  a very  serious 
brake  upon  business  initiative,  and  in  the  view  of  the 
trade  any  such  uncertainty  in  the  carrying  on  of  the 
huge  import  business  in  this  country  would  become  in- 
tolerable and  seriously  prejudicial  to  such  business  as 
compared  with  the  non-resident’s  business  with  other 
markets. 

5474.  (11)  Secondly,  it  would  appear  as  if  the  basis 
of  the  present  form  of  taxation  attempted  to  be  im- 
posed went  back  in  its  essentials  to  the  Income  Tax 
Act,  1842.  Any  business  man  of  experience  in  this 
country  will  say  without  hesitation  that  the  conditions 
under  which  business  was  carried  on  in  1842  and  is 
now  carried  on  are  totally  different,  and  that  the  vast 
network  of  importation  of  produce  of  all  kinds  into 
this  country  in  which  a general  commission  agent  is 
used  was  in  1842  unheard  of.  What  are  required  hero 
are  precisely  defined  conditions  which  the  ordinary 
business  man  can  understand  and  calculate  upon,  so 
that  he  can  tell  a non-resident  desiring  to  do  business 
with  him  exactly  what  his  liability  will  be  in  respect  of 
taxation. 

5475.  (12)  Thirdly,  it  follows  that  a further  neces- 
sity of  practical  legislation  in  this  matter  is  that  the 
liability  of  a non-resident  in  respect  of  taxation  should 
be  not  only  definitely  defined,  but  also  defined  for  some 
reasonable  period  in  advance,  because  most,  if  not  all, 
of  the  trade  affected  by  the  present  form  of  legisla- 
tion, is  a trade  in  respect  of  which  purchases  have  to 
be  made,  and  calculations  got  out,  to  enable  a price  to 
be  fixed  for  a future  market.  If,  at  the  time  of  work- 
ing such  calculations,  the  non-resident  is  unable  to  cal- 
culate his  possible  liability  to  taxation  at  the  date  in 
the  future  on  which  he  may  expect  to  sell  his  manu- 
factures, then  his  position  is  not  improved. 

5476.  (13)  Fourthly,  if,  as  my  clients  and  business 
men  generally  agree,  it  is  necessary  and  proper,  while 
taxing  certain  non-residents  for  certain  classes  of 
trade,  to  exempt  other  non-residents  who  do  their 
business  through  a general  commission  agent  who  does 
not  carry  on  an  authorized  agency,  then  my  clients 
and  business  men  generally  feel  that  some  clearly 
defined  line  of  distinction  should  be  drawn,  so  that' 
business  men  can  be  in  no  doubt  as  to  whether  they 
are  in  a class,  or  have  a type  of  business,  which  is  tax- 
able or  not  taxable,  as  the  case  may  be.  In  this  con- 
nection reference  is  made  to  the  statement  of  Mr. 
McKenna  when  he  was  piloting  this  Bill  through  the 
House  in  regard  to  an  example  given  of  a man  who 
shipped  wool  to  London  for  sale,  and  where  the  wool- 
broker,  having  sold  the  wool,  remitted  the  proceeds 
and  retained  his  brokerage  and  commission,  and  where 
Mr.  McKenna  stated  that  in  such  a case  the  non-resi- 
dent would  not  be  liable  to  taxation.  Under  precisely 
similar  circumstances,  so  far  as  can  be  judged,  assess- 
ments have  been  made  against  non-residents  whose 
business  is  that  of  hog  packers.  This  is  only  cited  as 
an  example  of  the  uncertainty  which  widely  exists  in 
the  minds  of  the  trade,  and  apparently  in  the  minds  of 
the  department  responsible  for  collection  of  taxation 
under  this  Act. 

5477.  (14)  Fifthly,  under  the  charging  sub-section  of 
this  Section  of  the  said  Act  sharp  disagreement  and 
differences  of  opinion  exist  as  to  the  position  in  regard 
to  what  are  known,  the  world  over,  as  c.i.f.  transac- 
tions. Those  are  transactions  which,  prior  to  this  Act, 
were  never  taxed.  In  form  and  in  fact  they  are  a 
transaction  in  which  the  sale  is  completed  in  the 
foreign  country  by  the  acceptance  by  the  non-resident 
of  an  offer  obtained  from  the  resident  at  a price  which 
includes  not  only  the  cost  of  the  goods,  but  freight  and 
insurance.  From  the  moment  of  shipment  at  the 
foreign  port  the  goods  are  the  property  of  the  resi- 
dent, and  are  at  his  risk  throughout.  The  uncertainty 
which  exists  here  is  due  to  the  wording  of  such 
charging  section,  which  provides  for  taxation  on 
profits  which  arise  to  the  non-resident  directly  or  in- 
directly from  or  through  any  branch  house,  factor, 
agency  or  managership  in  this  country.  If  such  sec- 
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tion  is  intended  to  cover  c.i.f.  transactions  it  should  be 
repealed.  In  any  event  it  should  be  made  clear  that  it 
covers  only  transactions  where  the  goods  are  consigned 
to  this  country  for  sale,  and  sale  actually  takes  place 
here.  Unless  this  step  is  taken  what  will  happen  is  the 
origination  of  all  kinds  of  methods  of  doing  business  so 
as  to  make  the  non-resident  not  taxable  in  respect 
thereof ; or  if  this  is  found  to  be  impossible  the  result 
undoubtedly  will  be  very  gravely  to  restrict  the  busi- 
ness of  the  country,  and  probably  in  particular  to 
restrict  it  to  the  purchases  made  by  the  people  employ- 
ing brokers  at  the  seat  of  production.  This,  it  need 
hardly  be  pointed  out,  will  result  in  a real  loss  of 
revenue  to  this  country  which  it  at  present  gets  from 
direct  taxation  upon  such  agents  or  brokers  who  carry 
on  business  in  this  country  as  such  agents  or  brokers. 

5478.  (15)  Sixthly,  with  regard  to  possible  new 
business:  this  is  being  very  seriously  hampered.  So 
far  as  the  non-resident  is  concerned  he  very  naturally 
wants  to  know  from  the  resident  with  whom  he  pro- 
poses to  do  business  what  his  liabilities  are  going  to 
be,  and  in  truth  at  the  moment  no  resident  dare  take 
the  risk  of  saying  what  is  the  meaning  of  section  31 
of  the  Finance  Act,  1915,  and  cannot  therefore  tell 
the  non-resident  with  any  certainty  what  the  non- 
resident’s liability  may  be.  The  result  undoubtedly 
has  been,  and  will  be  until  the  matter  is  cleared  up, 
largely  to  prevent  the  initiation  of  new  business 
which  in  the  view  of  commercial  men  generally  is  so 
vitally  necessary  in  the  best  interests  of  this  country. 

5479.  (16)  Seventhly,  on  the  general  question  of  the 
necessity  of  this  country  being  able  to  buy  its  raw 
materials  in  the  cheapest  market,  the  non-residents 
will  not  ship  in  the  same  volume  as  they  otherwise 
would  do  their  materials  to  this  country  if  there  is 
an  uncertain  and  unascertained  taxation  liability 
here.  This  is  particularly  so  at  present  because  of 
the  many  other  markets  to  which  they  can  profitably 
ship,  and  to  which  they  will  be  able  to  ship  for  some 
years  to  oome,  where  they  know  or  can  ascertain  the 
beginning  and  the  end  of  their  taxation  liability. 

5480.  (17)  Eighthly,  continuance  of  the  present 
system  of  taxation  if,  as  seems  probable,  other 
markets  could  be  found,  would  very  seriously  affect, 
in  what  is  deemed  to  be  a critical  time,  not  only  the 
supply  of  foodstuffs  to  this  country,  but  also  the  price 
thereof.  This  is  particularly  so  in  regard  to  hog  pro- 
ducts, where  quite  normally  a considerable  portion  of 
the  productions  sent  here  consist  of  surplus  produc- 
tion. 

5481.  (18)  Ninthly,  the  existence  of  agency  and 
brokerage  houses  in  this  country,  so  far  as  import 
trade  is  concerned,  is  not  wholly  undue  to  the  fact 
that  such  agency  and  brokerage  houses  render 
valuable  and  large  financial  assistance  to  the  non- 
resident by  advancing  on  the  bills  of  lading  before 
the  arrival  of  the  goods. 

5482.  (19)  Tenthly,  in  connection  with  this  matter 
it  should  not  be  forgotten  that  these  agencies  and 
branch  houses  themselves  pay  the  appropriate  taxa- 
tion, having  regard  to  the  size  of  their  profits,  to  the 
Government.  The  non-resident  taxation  in  its  present 
form  would  tend,  by  one  method  and  another,  to  a 
decreasing  revenue,  in  that,  as  before  mentioned, 
owing  to  its  uncertainty,  both  so  far  as  regards  the 
non-resident  and  the  resident,  other  methods  would 
be  sought  for,  so  that  the  business  could  be  carried 
on  in  a manner  which  would  enable  both  sides  to 
reckon  their  obligation,  or  would,  in  default  of  such 
other  methods  being  found,  tend  to  disappear. 

5483.  (20)  Generally,  I wish  it  on  behalf  of  my 
clients  to  be  understood  that  they  agree  most  entirely 
with  the  principle  of  taxing  a non-resident  who 
establishes  a branch  house  or  organisation  in  this 
country  and  who  so  works  his  business  at  this  end 
that  the  branch  house  appears  to  make  no  profit. 
Not  only  do  my  clients  agree,  as  before  mentioned, 
with  this  principle,  but  they  urge  upon  the  Govern- 
ment the  necessity  of  strictly  enforcing  taxation 
^inst  such  non-resident  in  such  circumstances,  so 
that  at  least  the  subject  may  trade  on  equality  with 
the  foreigner.  By  way  of  suggestion  it  may  be  said 
that  a form  of  taxation  which  would  call  for  payment 
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of  Income  Tax  at  the  current  rate  for  the  time  being 

(a)  the  profits  made  by  a non-resident  from  the 

sale  of  goods  consigned  by  him  to  this 
country  for  sale,  and 

( b ) the  profits  made  by  a non-resident  from  a 

branch  or  other  organisation  set  up  by 
him  in  this  country  for  the  sale  of  goods 
manufactured  in  the  foreign  country, 
would  be  quite  acceptable,  aud  that  for  the  purposes 
of  ascertaining  such  profits  my  clients  at  any  rate, 
who  consist  of,  with  the  exception  of  the  four  largest 
packers  in  the  United  States,  the  larger  representa- 
tives of  the  packing  trade  of  the  United  States, 
would  not  object  to  such  profits  being  assumed  to  be 
not  more  than  1 per  cent,  on  the  turnover  done  by 
them  on  consignments  as  aforesaid. 

5484.  (21)  With  regard  to  the  non-residents  who 
establish  branch  houses  in  this  country  which  appear 
to  make  no  profit,  some  scheme  of  taxation  whereby, 
having  regard  to  the  trade  they  carry  on,  their 
profits  were  assumed  to  be  equal  to  the  profits  made 
by  similar  concerns  domiciled  in  this  country  would 
be  one  way  of  dealing  with  them. 

5485.  (22)  Finally,  as  will  be  gathered  from  the 
foregoing  statements,  it  is  of  vital  importance  that 
any  scheme  of  taxation  should  have  incorporated  in 
it  provision  for : — 

(a)  notification  in  advance  to  non-residents  of 

their  taxation  liabilities  for  such  a period 
as  would  enable  them  to  make  provision 
therefor ; 

(b)  some  provision  for  the  non-alteration  of  such 

liabilities  for  an  agreed  term ; 

(c)  a reasonable  limitation  of  time  within  which 

an  assessment  must  be  made; 

(d)  restrictions  on  the  power  of  the  Com- 

missioners of  Inland  Revenue  to  assume 
profits ; 

(e)  acceptance  of  accounts  certified  by  pro- 

fessional accountants  of  the  U.S.A. 

[T/iis  concludes  the  evidence-in-chief .] 

5486.  Chairman : The  Commissioners  have  all  seen 
this  statement  of  yours,  and  I should  like  you,  if  you 
will,  to  speak  on  a few  of  the  salient  points,  but  not 
read  the  whole  of  it;  the  Commissioners  all  have  a 
copy  of  it.  After  you  have  addressed  the  Com- 
mission upon  the  main  points,  the  examination  will 
proceed? — If  you  please.  The  most  important 
feature  of  the  evidence  which  I wish  to  bring  before 
you  is  the  necessity  that  exists  ,from  the  point  of 
view  of  my  clients,  for  some  definite  knowledge  on 
the  part  of  trading  interests,  both  in  America  and 
in  England,  of  the  amount  of  taxation  which  non- 
residents may  be  called  upon  to  pay  in  respect  of 
any  business  which  they  do  in  this  country  through 
agents.  The  position  at  the  moment  is  this,  that 
non-residents,  both  those  who  have  been  carrying  on 
business  for  some  time  and  those  who  wish  to  com- 
mence business,  very  naturally  ask:  “ what  taxation 
am  I going  to  be  subject  to  in  respect  of  the  business 
I am  going  to  do?  ” To-day  I do  not  think  there 
is  any  person  in  England  who  can  tell  them.  All 
they  can  say  to-day  is  that  there  is  an  Income  Tax 
Act  in  existence  in  this  country,  under  which  their 
liability  to  taxation  is  indeterminate.  It  depends 
on  what  views  the  Commissioners  of  Inland  Revenue 
may  take  of  your  business.  In  many  instances  that 
has  prevented  business  being  commenced.  It  is  dis- 
ruptive of  old  associations  between  American  business 
men  and  British  business  men,  and  there  is  a 
tendency  undoubtedly  at  work  at  -the  moment  for 
American  business  men  to  stop  this  business.  I went 
over  to  America  in  connection  with  this  matter,  and 
when  I was  over  there,  they  asked  me:  “what  are 
we  to  do  about  taxation  in  Great  Britain;  how  much 
is  it  going  to  cost  us  in  1919?  ” — and  I could  only 
tell  them  that  there  were  views  present  among  the 
Income  Tax  officials  in  this  country  that  they  were 
making  certain  high  percentages  on  their  turnover, 
that  the  height  of  these  percentages  did  not  appear 
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to  be  justified,  and  that  the  matter  was  at  present 
under  consideration  between  the  Inland  Revenue 
and  myself  us  representing  them  here.  There  is  one 
ocher  point,  and  that  is  this.  As  the  law  stands  at 
present,  assessments  may  be  delivered  against  non- 
residents in  respect  of  past  years.  In  1918,  assess- 
ments were  levied  against  non-residents  for  a period 
commencing  in  April,  1915.  Any  business  man  knows 
that  accounts  for  the  years  1915,  1916,  and  1917,  at 
any  rate,  would  be  finished  and  done  with  in  May  of 
1918.  This  statement  as  to  the  real  necessity  for 
some  definite  position  with  regard  to  the  liability 
for  Income  Tax  covers  the  most  important  part  of 
what  I have  to  say.  There  are  many  things  which 
arise  out  of  it,  such  as  the  Commissioners’  powers, 
which  at  the  moment  are  quite  arbitrary,  of  assuming 
that  the  non-resident  makes  a profit  equal  to  the 
application  of  some  percentage  on  his  turnover  in 
this  country ; but  they  all  arise  out  of  that  one  point, 
aud  if  the  non-resident  knew  what  his  liability  was, 
there  would  not  be  very  much  trouble. 

5487.  You  want  to  get  that  defined? — Yes,  that  is 
one  of  the  things.  If  that  is  done,  so  far  as  the 
future  is  concerned,  it  would  quite  meet  with  my 
clients’  wishes. 

5488.  You  have  no  objection  beyond  that? — No  ob- 
jection beyond  that,  so  long  as  it  is  defined  on  reason- 
able lines. 

5489.  Have  all  these  firms  that  you  represent  got 
offices  in  England? — No.  The  position  of  those  firms 
generally  is  this.  They  manufacture  the  goods;  the 
goods  are  sent  over  here  to  commission  agents,  who 
sell  them  on  commission.  In  the  course  of  years,  the 
persons  to  whom  they  send  them  have  become 
stabilized,  and  the  firm  in  America  sends  all  its 
goods  to  one  firm  in  England,  and  in  that  sense  they 
may  be  said  to  be  agents.  You  will  appreciate  that 
there  is  an  exempting  sub-clause  in  the  charging  sec- 
tion of  the  1915  Act  which  exempts  business  done 
through  general  commission  agents  who  are  not 
authorized  persons  carrying  on  the  general  agency. 

5490.  Are  they  trading  as  general  commission 
agents  ? — Yes 

5491.  Is  that  done  to  evade  Income  Tax? — No,  that 
is  the  general  course  of  their  business,  and  has  been 
for  many  years — long  before  this  was  thought  of. 

5492.  That  is  not  the  only  reason? — No.  I just 
wanted  to  make  this  point,  that  the  exempting  clause 
is  so  drawn  that  it  is  exceedingly  difficult  for  any- 
body to  state  definitely  what  it  means.  Who  is  an 
authorized  person  carrying  on  a regular  agency, 
is  a very  difficult  question  to  determine. 

5493.  Supposing  you  sent  a million  pounds’  worth 
of  goods  from  Boyd,  Lunham  & Co.,  in  Chicago,  into 
Liverpool.  How  is  that  million  pounds’  worth  of 
goods  treated  by  us? — That  represents  goods  sent  to 
people  for  sale  on  consignment,  and  it  is  treated  in 
this  way : the  million  pounds,  I think  you  ought  to 
know,  represents  the  value  of  the  goods  landed  in 
England. 

5494.  That  is  so. — It  includes  all  sorts  of  charges, 
especially  during  the  war  years.  That  is  treated  as 
a turnover  in  England,  by  Boyd,  Lunham  & Co.,  of 
America,  of  one  million  pounds. 

5495.  To  whom  do  you  send  that? — It  goes  to  the 
agent  in  Liverpool. 

5496.  To  whom  does  he  make  the  report  of  the 
million  pounds — to  the  Inland  Revenue? — He,  of 
course,  has  to  make  a return  to  the  Inland  Revenue 
that  Boyd,  Lunham  & Co.  have  a turnover  in  a par- 
ticular year  of  one  million  pounds. 

5497.  What  do  the  Inland  Revenue  do  with  that? — 
They  say  : “we  are  going  to  assume  that  on  that  turn- 
over of  one  million  pounds  you  have  made  10  per  cent, 
of  profit.”  Before  the  war  they  said  1 per  cent. 

5498.  Suppose  they  take  1 per  cent,  and  assess  you 
on  1 per  cent? — They  assess  you  at  1 per  cent,  on  a 
million  pounds,  that  is  £10,000;  they  say  “that  is 
your  profit.” 

5499.  Do  you  object  to  that? — I do  not. 

5500.  What  do  you  want  us  to  do?  Keep  the  case 
to  the  million  pounds,  because  it  makes  it  a concrete 
case? — I will  do  that  with  pleasure.  I quite  follow. 
Take  the  case  of  the  million  pounds  in  question,  and 


assume  that  to  be  a pre-war  turnover  by  Boyd,  Lun- 
ham & Co.  They  have  made  a profit  in  that  pre-war 
period  of  £10,000;  that  is  1 per  cent,  on  a million 
pounds.  Supposing  in  the  year  1917  they  had  a turn- 
over of  £2,000,000,  the  Inland  Revenue  assume  that 
the  profit  on  that  is,  not  1 per  cent.,  but  5 per  cent,  or 
4 per  cent. ; we  object  to  that. 

5501.  Are  they  not  right  in  their  assumption? — No, 
they  are  not.  I am  in  a position  to  prove  they  are 
not  right.  They  are  wrong  in  the  percentage  of  the 
turnover  which  they  take  to  be  the  profit. 

5502.  Would  not  your  profit  be  very  much  larger  on 
£2,000,000  turnover?  Your  expenses  are  not  rela- 
tively increased.  In  war-time,  will  not  your  profit 
be  very  much  larger? — It  is  not  very  much  larger, 
no.  £2,000,000  turnover  in  1917,  in  the  first  place, 
represents  not  quite  the  same  weight  of  goods  as 
£1,000,000  in  1914.  That  £2,000,000  in  1917  includes 
charges  which  did  not  exist  in  1914;  for  example, 
insurance  against  war  on  the  way  over;  there  was 
no  such  thing  in  1914.  Then  there  is  the  question  of 
a very  much  higher  freight,  as  you  know;  very  much 
higher  insurance  generally ; very  much  higher  landing 
charges  in  Liverpool,  and  very  much  greater  expenses 
altogether. 

5503.  Mr.  McLintock : How  do  they  arrive  at  the 
turnover?  Is  it  the  net  proceeds  of  the  account  sales, 
as  sent  by  the  agent  in  this  country,  plus  the  freight 
and  the  landing  charges? — It  is  the  Sale  price  realized 
by  the  goods  in  this  country. 

5504.  The  net? — No,  the  gross,  before  payment  of 
commissions. 

5505.  Plus  what? — Well,  included  in  it  are  the 
landing  charges,  freight,  and  the  other  expenses  of 
getting  it  here. 

5506.  Chairman:  Will  you  proceed  with  your  state- 
ment now,  please? — The  difficulty  which  has  caused 
the  present  position  is  this.  The  packing  trade  in 
the  United  States  send  over  only  a portion  of  the 
product  which  they  manufacture  there.  They  send 
over  a special  cut  from  a special  hog,  and  it  is  very 
difficult  indeed  for  anybody  to  ascertain  what  is  the 
manufactured  cost  at  the  door  of  the  factory,  as  it 
were,  of  the  article,  the  cut  of  ham  which  they  are 
going  to  send  to  England. 

5507.  Is  that  a real  contention,  that  the  clever, 
sharp,  shrewd  packers  cannot  get  an  estimate  of 
cost  for  that? — I put  it  as  high  as  that,  and  it  is  a 
provable  statement. 

5508.  Are  these  concerns  in  the  Meat  Trust? — The 
Meat  Trust? 

5509.  The  Packing  Trust? — They  are  not  in  what 
is  commonly  known  as  the  Packing  Trust — the  Big 
Five. 

5510.  Are  they  not  connected  with  them? — I have 
no  knowledge  of  their  being  in  any  Trust  at  all. 
There  is  no  working  arrangement  between  them  with 
regard  to  British  business. 

5511.  During  the  war,  did  you  have  any  arrange- 
ment about  prices  to  charge  to  the  English  people 
at  that  particular  time? — Over  there  they  had  a fixed 
price  for  hogs.  The  American  Government  fixed  a 
price  which  they  must  pay  the  farmer  for  the  hog, 
and  that  regulated  the  cost,  and  the  price  at  which 
they  sold. 

5512.  Were  the  companies  that  you  represent 
allied  so  far  as  communicating  to  each  other  the 
prices  that  they  must  charge  the  English  consumer? 
— No,  they  were  competitive  all  the  time.  Might  I 
mention  with  regard  to  the  question  of  the  estima- 
tion of  cost,  that  the  American  Government  made 
an  investigation  into  the  prices  and  costs  of  all 
these  packers,  and  included  in  those  packers  are 
all  the  firms  I am  representing  to-day.  They  sent 
their  best  accountants  through  the  books  of  these 
people;  they  had  access  to  every  figure  and  docu- 
ment in  the  factories  and  shops,  and  they  them- 
selves agree  that  it  is  a difficult,  if  not  an  impossible 
matter,  to  give  a definite  cost  to  the  British  article 
which  they  are  going  to  send  out.  I just  mention 
that  in  connection  with  your  question.  That  has 
brought  about  the  position,  of  course,  that  under 
the  1915  Finance  Act  it  may  be  with  soundness  said 
against  my  clients  that  it  is  not  possible  for  them 
to  estimate  their  profits.  You  will  appreciate  that 
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if  you  do  not  know  what  your  cost  is,  it  is  difficult 
to  say  wliat  your  profit  is.  That  is  why  they  have 
been  assessed  in  the  way  they  have  been.  The 
figures  which  the  American  packers  work  on  in  the 
first  place  are  reliable  figures,  in  all  these  cases,  be- 
cause they  are  large  businesses,  got  out  by  accountants 
of  high  standing  in  the  United  States.  They  are 
figures  which  in  many  of  the  cases  are  public,  in 
the  sense  that  there  are  shareholders  in  the  concern 
and  they  have  to  be  published,  and  they  are  figures 
which  in  all  cases  have  been  investigated  by  the 
American  Government,  under  that  Federal  Com- 
mission which  no  doubt  you  know  of.  They  are 
figures  of  which,  with  respect,  I think  the  Inland 
Revenue  here  ought  to  take  notice.  In  the  past 
there  have  been  cases  which  have  led  the  Inland 
Revenue  to  regard  with  great  suspicion  American 
accounts,  but,  with  respect,  I suggest  with  regard 
to  my  clients  that  such  a suspicion  is  not  now  and 
in  all  circumstances  justifiable.  I do  not  think  there 
is  anything  more  I wish  to  add  at  the  moment. 

5513.  How  would  you  suggest  that  we  should  tax 
you? — I think,  on  the  whole,  that  the  best  method  of 
taxation  is  the  one  at  present  in  existence. 

5514.  Mr.  Kerly : Percentage  on  turnover? — Per- 
centage on  turnover. 

5515.  Mr.  Marks : It  is  the  amount  of  the  per- 
centage you  object  to? — It  is  the  amount  of  the 
percentage,  and  the  fact  that  there  is  no  legal  con- 
trol over  the  amount  of  percentage  which  may  be 
assumed  against  us. 

5516.  Sir  E.  Nott-Bower:  I see  in  paragraph  3 
of  your  evidence,  you  object  to  the  powers  given  to 
the  Commissioners  of  Inland  Revenue,  of  assuming 
the  profits  of  non-residents  to  be  represented  by  a 
percentage  of  their  gross  turnover.  You  do  not 
object  to  the  percentage  system;  in  point  of  fact, 

I think  you  have  said  it  is  necessary,  because  you 
cannot  ascertain  the  actual  profits? — I think  in  all 
the  circumstances,  it  is  the  only  reasonable  way  of 
getting  at  it. 

5517.  Everyone  would  prefer  an  assessment  on 
actual  profits,  if  they  could  be  ascertained  ?— Yes. 

5518.  But  dealing  with  a mere  section  of  the  busi- 
ness, it  seems  that  difficulties  arise  in  attributing 
a definite  portion  of  the  profits  to  one  particular 
section? — It  is  very  difficult,  and  so  difficult  to  con- 
vince, for  instance,  the  Inland  Revenue,  as  to  the 
amount  of  profits,  which  could  he  got  out  to  some 
extent,  that  we  all  agree,  and  my  clients  agree,  that 
the  percentage  system  is  quite  a good  one. 

5519.  Of  course,  the  difficulty  of  ascertaining  the 
profits  in  oases  like  this  has  been  admitted  by  the 
Treasury,  and  arrangements  have  been  made  for  an 
assessment  upon  a percentage? — It  goes  a little 
further  back  than  that.  I dare  say  you  are  aware 
that  in  1902  the  Inland  Revenue  officials  and  the 
packing  industries,  which  then  traded  with  this 
country,  were  in  consultation. 

5520.  I think  there  was  nothing  on  the  Statute 
Book  to  that  effect?— Nothing  until  1915.  But  there 
was  an  arrangement  which  followed  the  same  lines 
as  this. 

5521.  Assuming  as  I do,  and  I think  as  you  do, 
that  a percentage  basis  has  got  to  be  taken  in  certain 
cases,  can  you  suggest  any  better  plan  than  the 
present?  You  say  here:  “ Powers  were  given  to  the 
Commissioners  of  Inland  Revenue.”  Is  that  quite 
correct?  The  power  is  given  to  the  Commissioners 
by  whom  the  assessment  is  made,  to  the  Special  Com- 
missioners or  the  General  Commissioners.  The 
Commissioners  of  Inland  Revenue  are  paid  officials 
of  the  State? — Yes. 

5522.  And  the  Local  Commissioners  aTe  not  paid 
officials  at  all? — No. 

5523.  Their  very  function  is  to  stand  between  the 
Crown  and  the  taxpayer,  to  see  that  justice  is  done? 
— I quite  agree. 

5524.  Many  of  the  Local  Commissioners  are  gentle- 
men of  great  experience  in  trade? — Yes. 

5525.  The  first  power  is  given  to  them,  and  then 
1 think  the  Act  goes  on  to  say  if  either  the  resident 
person  or  non-resident  person  is  dissatisfied  with 
the  percentage  determined,  he  may  appeal  to  a 


referee  or  a Board  of  Referees? — Yes,  that  is  quite 
true. 

5526.  Can  you  suggest  any  better  way  than  that? 
— The  advantage,  if  I may  so  call  it,  in  the  present 
method,  is  this.  The  ordinary  person  who  is  liable 
to  taxation,  is  called  upon  to  make  a return  of  his 
income,  and  having  made  that  return,  he  is  assessed 
accordingly.  The  other  thing  is  done  as  against  my 
clients;  they  are  assessed  off  the  book.  The  first 
thing  that  happens  to  them  is  that  they  get  an  assess- 
ment notice.  It  is  true  that  it  is  based  upon  infor- 
mation which  has  been  obtained  from  the  people 
with  whom  they  do  business,  the  domiciled  Britisher. 
They  get  an  assessment  notice  which  says,  and  brings 
to  their  notice  for  the  first  time : “ We  are  going  to 
assume  that  the  profit  you  have  made  upon  your 
turnover  is  5 per  cent.” 

5527.  Chairman-.  Do  you  make  a return? — Yes, 
many  of  them  do. 

5528.  But  they  do  not  assess  you  upon  a percentage 
if  you  make  a proper  return? — We  do  not  make 
returns  of  our  profits.  We  simply  make  a return 
under  an  old  arrangement,  not  a statutory  arrange- 
ment. We  make  a return  of  the  turnovers  done  by 
these  non-residents  through  us. 

5529.  You  do  not  make  a return  of  profits  as  we 
do? — No. 

5530.  Therefore,  if  you  do  not  make  a return, 
there  is  no  objection  to  your  being  assessed,  and,  as 
Sir  Edmund  Nott-Bower  says,  if  you  appeal  against 
that  assessment,  producing  an  actual  return  of  your 
profits,  the  Inland  Revenue  would  deal  with  you  on 
those  conditions? — Yes,  but  if  I may  point  out  to 
you,  under  the  Act,  if  we  are  in  the  legal  position 
of  not  being  able  to  show  what  our  profits  are,  we 
are  at  the  mercy  of  the  gentlemen  who  assess  us. 

5531.  Sir  E.  Nott-Bower:  With  a right  of  appeal 
to  a Board  of  Referees?— With  a right  of  appeal 
to  a Board  of  Referees,  but  the  Board  of  Referees 
have  to  deal  with  it  in  tnis  way,  in  law.  Tney  say 
to  us:  “what  are  your  profits?”  We  regretfully 
say:  “ honestly  we  cannot  tell  you  that:  we  cannot 
o-ive  you  an  actual  profit  and  loss  account,  because 
of  the  special  circumstances  of  our  trade.”  There- 
fore, they  take,  I suppose,  what  evidence  they  can 
get  of  a comparable  business.  There  is  no  business 
done  in  this  country  which  is  really  comparable  with 
that  of  the  packer  selling  his  stuff  through  an  agent 
here. 

5532.  Chairman:  You  have  fixed  your  price  of 
selling? — The  price  of  selling  is  based  entirely  on  the 
British  market  here  at  the  time  it  arrives  here. 
We  do  not  fix  it  by  any  market  at  all. 

5533.  Supposing  you  are  losing  a great  deal  of 
money  on  every  transaction,  you  do  not  know  that 
you  are  losing  money  except  that  there  may  be  some- 
thing wrong  on  the  other  side? — We  do  not  know 
until  we  see  our  returns  from  the  other  side.  We  fix 
no  limit,  and  we  have  not  fixed  a limit,  because  the 
market  price  controls  it.  If  we  are  not  prepared  to 
take  the  market  price,  we  cannot  sell. 

5534.  You  do  not  know,  even  then,  what  your  profit 
is? — When  we  have  sold? 

5535.  Yes?— As  I have  said,  it  is  difficult  to  know 
what  our  profit  is.  When  we  send  out  goods  for 
sale  on  consignment  here,  we  have  to  decide  at  the 
moment  when  we  are  sending  them  out,  whether  we 
will  sell  them  in  America  or  England,  and  we  decide 
according  to  the  market  in  America,  that  is  the 
domestic  market.  If  we  can  sell  them  in  America 
at  a price  which  we  think  will  pay  us,  we  sell  them. 

5536.  At  a price  which  you  think  will  pay  you— 
is  not  that  a method  of  obtaining  your  cost  price.— 
It  is  a method,  but  it  is  not  accurate,  as  you  will 
see  when  I tell  you  that  it  is  arrived  at  m this  way  : 
they  pay  a fixed  price  per  hundred  pounds  for  a drove 
of  ‘hogs.  They  know  that  these  hogs  will  dress 
roughly  70  per  cent.,  and  they  know  that  if  they 
o-et  them  up  for  the  English  market,  or  cut  the  ham 
out  of  them,  there  will  be  certain  residue,  and  they 
know  what  they  can  get  on  the  domestic  market,  be- 
cause there  is  a market  every  day  for  the  lard  and 
other  residue  which  remains.  All  they  can  say  is . 
“ we  want  so  much  back  for  the  English  ham  m 
order  to  net  us  a profit.”  If  they  send  out  a con- 
signment to  England,  they  have  got  to  take  the 
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risk  of  getting  so  muck  a lb.,  but  when  they  send  it 
out,  they  put  opposite  in  their  books  the  price  which 
they  want  for  it. 

5537.  And  not  one  of  the  15  great  companies  that 
jou  represent  can  tell  you  whether  they  make  a profit 
on  what  they  send  here? — Out  of  the  English  busi- 
ness, no.  1c  sounds  a most  curious  statement.  I 
did  not  believe  it  till  I went  to  America,  but  I am 
satisfied  it  is  so. 

5538.  They  must  be  clever  even  to  satisfy  you. 
It  seems  inexplicable  to  me,  knowing  a little  of 
American  trade  transactions? — I am  anxious  to  bring 
this  home  to  your  minds,  that  it  is  true  and  accurate, 
and  if  I may  take  up  a few  moments,  I will  try  to 
do  it.  If  you  take  a pig,  a hog,  as  they  call  it, 
and  you  decide  to  cut  it  for  the  English  market, 
you  cut  out  of  it  a ham. 

5539.  I have  read  your  explanation? — Perhaps  all 
the  Commissioners  have.  It  takes  a certain  number 
of  days  to  get  that  ham  ready  for  shipment,  and,  in 
short,  it  takes  30  or  40  days  before  it  is  on  the 
English  market  for  sale. 

5540.  But  you  are  costing  all  the  time,  are  you 
not? — All  the  time,  until  it  leaves  us.  When  it 
leaves  America,  we  have  no  further  control.  The 
price  we  fix  as  being  the  money  we  want  back 
for  the  English  cut,  depends  entirely  on  the  price 
we  can  get  on  the  domestic  American  market  for  all 
the  other  residue.  That  price  varies  every  day  up 
and  down,  and  down  and  up. 

5541.  Still,  you  know  the  cost,  all  the  same,  what- 

ever the  price,  and  however  it  varies,  in  your  stock- 
taking or  in  your  balance.  It  does  not  affect  the 
taking  of  your  balance? — All  we  know  is  how  many 
cents,  we  want  back  for  the  English  cut  per  lb.  in 
order  to  net  us  a profit  on  the  whole  hog.  Supposing 
we  want  20  cents,  a lb.  for  our  English  cut 

5542.  And  you  sell  it  at  24  cents? — If  we  sell 
it  at  24  cents,  we  are  very  pleased. 

5543.  You  know  you  have  made  4 cents  more? — 
We  sell  it  for  24  cents.  We  do  not  sell  it  for,  say, 
30  days  after  we  make  that  calculation.  As  a busi- 
ness man,  you  will  appreciate  at  once  that  the  whole 
of  this  business  must  be  carried  on  upon  a replace- 
ment cost,  that  is  to  say,  30  days  after  we  figure 
20  cents  back,  we  might  be  in  such  a position  as 
to  require  to  get  26  cents. 

5544.  And  that  will  settle  itself  on  your  next  ship- 
ment?— On  the  average,  that  settles  itself.  Some- 
times some  of  these  large  companies  have  actually 
lost  money  on  their  whole  business  on  a whole  year, 
through  reasons  such  as  I have  mentioned,  through 
a continually  falling  market,  and  so  on. 

5545.  That  is  usual  with  everybody. 

5546.  Mr.  McLintock : Is  it  not  competent  for 
them  to  produce  accounts? 

5547.  Chairman : I think  you  could  produce 
accounts.  I do  not  think  there  is  a single  Com- 
missioner sitting  round  this  table,  but  who  will  be- 
lieve you  could  get  out  a profit  and  loss  account? — 

I am  sorry  that  that  is  the  view.  I can  produce 
accounts  which  will  show  you  what  the  result  of  the 
sale  of  the  English  stuff  is,  compared  with  the  prices 
we  price  them  out  at,  but  that  is  a false  basis,  or 
possibly  a false  basis,  to  start  with;  at  any  rate,  it 
is  an  arbitrary  basis. 

5548.  Sir  W.  Trower : May  I put  it  in  this  way: 
that  the  whole  of  this  trade,  according  to  your 
evidence  as  far  as  I understand  it,  may  now  be 
carried  on  at  a loss? — Do  you  mean  to-day?  It  may 
be  carried  on  at  a loss. 

5549.  You  do  not  know  whether  it  is  carried  on 
it  a loss  or  at  a profit? — In  some  years  it  is  a loss, 
and  in  some  it  is  a profit. 

6550.  If  you  have  no  statistics  at  all,  how  can 
you  tell  whether  it  is  a loss  or  a profit? — Because 
when  you  deal  with  the  whole  world-wide  business 
of  the  firm,  a different  state  of  affairs  exists.  Ten 
per  cent,  of  their  business,  roughly,  is  done  with 
England,  more  or  less,  and  90  per  cent,  is  done 
domestically.  When  you  are  dealing  with  the  whole 
of  the  purchases  for  the  world-wide  business,  and 
you  have  got  the  whole  of  your  costs  of  carrying 
on  your  business  as  a debit,  and  you  have  got  the 


whole  of  your  sales  as  a credit,  you  can  find  out 
then  whether  on  your  whole  business  you  have  made 
a loss  or  a profit. 

5551.  But  you  cannot  attribute  any  particular 
profit  to  this  country? — Well,  you  can,  but  I do  not 
think  we  can  say  that,  unless  the  point  that  we 
start  from  is  an  arbitrary  price  fixed  for  our  Eng- 
lish product. 

5552.  But  if  you  cannot  attribute  any  profit  to 
this  country,  you  do  not  know  whether  your  trade 
is  carried  on  at  a loss  or  a profit  in  this  country? 
— We  do  not  know  whether  our  English  trade  is 
carried  on  at  a loss  or  a profit,  in  fact. 

5553.  Mrs.  Knowles : I have  only  just  come,  but 
I have  been  reading,  quite  recently,  a report  con- 
cerning the  Big  Five  which  has  been  issued  by  the 
Federal  Trade  Commission.  You  represent  14  firms, 
but  they  are  not  really  14  firms,  are  they,  according 
to  that  report? — Oh,  yes,  they  are. 

5554.  They  are  all  in  the  combine? — No. 

5555.  Well,  the  Federal  Trade  Commission  said 
that  they  were? — They  said  so,  but  it  is  not  ad- 
mitted. 

5556.  You  do  not  admit  it? — Nor  do  my  clients. 

5557.  The  point  is  that  the  Federal  Trade  Com- 
mission in  America,  which  was  appointed  to 
investigate  the  whole  subject,  has  said  so? — I believe 
that  is  so. 

5558.  Is  it  not  part  of  your  profit  to  be  able  to 
obtain  for  the  combine  the  world  product  which  you 
are  out  to  get?  You  do  not  admit  it,  but  assuming 
that  what  the  Federal  Trade  Commission  says  is  cor- 
rect, that  you  have  got  70  per  cent.,  if  I remember 
rightly,  of  all  the  meat  products  of  the  United  States 
in  your  hand — that  is,  the  Big  Five — is  it  not  part 
of  your  profit  to  get  the  whole  of  the  English  trade 
into  your  hands  ? It  is  part  of  your  profit  not  to  have 
people  outside? — It  may  be  part  of  our  profit  or  our 
loss. 

5559.  It  is  part  of  your  monopoly? — If  it  is  a mono- 
poly, it  would  be  part  of  our  monopoly. 

5560.  Is  not  that  part  of  the  assets,  so  to  speak? — 
We  do  not  think  so. 

5561.  You  represent  all  these  firms,  and  the 
Federal  Trade  Commission  says  there  are  practically 
very  few  packers  outside  ? — That  is  perfectly  true,  but 
we  do  not  admit  it  All  my  clients’  presidents  have 
been  in  the  witness  box,  and  have  stated  that  there 
is  no  arrangement  for  the  purchase  or  selling,  or  joint 
arrangement  of  any  kind  between  them.  Mr.  Armour, 
the  head  of  Armour  & Co.,  himself,  who  is  not  a 
client  of  mine,  makes  that  statement  most  catego- 
rically in  his  evidence  which  I have  read. 

5562.  It  is  true  that  the  Commission  took  a dif- 
ferent view? — But  they  are  wrong,  and  we  cannot 
help  it. 

5563.  It  seems  to  me  that  you  ought  to  count  some- 
thing against  the  profits  of  this  combine  for  the  power 
of  being  able  to  establish  a combine  on  the  English 
market? — We  do  not  object  to  paying  tax  on  a profit 
which  is  a reasonable  one  assumed  against  us.  We 
have  in  past  paid  it,  and  are  prepared  to  pay  it  in  the 
future. 

5564.  Is  it  not  part  of  the  profit  to  be  able  to  stop 
up  the  loophole,  so  to  speak? — It  all  depends. 

5565.  Mr.  Walker  Clark : In  your  opening  state- 
ment, you  said  that  the  amount  of  taxation  which  you 
have  to  pay,  whether  1 per  cent,  or  4 per  cent.,  de- 
pends on  the  view  of  Surveyors  : do  you  stick  to  that  ? 
— Subject  to  the  right  of  appeal  that  has  been  re- 
ferred to. 

5566.  That  was  a very  serious  omission  in  the  first 
statement  that  you  made? — Well,  it  is  common  know- 
ledge that  the  Act  gives  a right  of  appeal.  That  does 
not  help  us,  because  we  are  not  in  the  position  of 
coming  to  the  appeal  tribunal  and  saying:  “here 
are  our  accounts;  there  is  the  profit  we  have  made.” 

5567.  In  what  respect  are  you  different  from  a busi- 
ness with  which  I am  connected,  where  it  takes  us 
three  months  to  get  our  raw  cotton  manufactured? — 
What  is  the  business  ? 
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5568.  The  cotton  trade.  We  buy  the  cotton ; we  spin 
it;  and  between  the  purchase  of  the  cotton  and  the 
manufacture  of  the  goods,  three  months  have  elapsed  ? 
— Yes. 

5569.  We  must  sell  then  at  the  market  price.  How 
are  you  different  from  us? — We  are  different,  in  this 
respect,  that  when  you  buy  your  cotton,  you  know 
what  it  costs  you. 

5570.  Yes? — And  you  know,  therefore,  quite  defi- 
nitely how  much  you  have  to  get  for  it  if  you  are 
going  to  make  a profit;  we  do  not  know. 

5571.  Yes,  but  there  is  this  great  difference.  We 
spin  low  counts  at  an  absolute  loss,  and  make  our 
profit  on  high  counts  only? — What  is  a low  count? 

5572.  It  is  a thick  yarn,  and  inferior  yarn;  that  is 
sold  at  a loss.  How  are  you  different  from  us? — We 
are  different,  as  I have  stated,  in  that  you  know  the 
cost  of  the  raw  material. 

5573.  No;  we  only  know  the  average  cost  of  the 
total  output? — I may  be  wrong,  but,  as  I under- 
stand your  business,  you  buy  so  much  cotton  in  a 
year,  and  pay  so  much  money  for  it. 

5574.  In  the  same  way  as  you  buy  so  many  hogs  in 
a year? — But  we  do  not  sell  the  hogs. 

5575.  Neither  do  we  sell  the  whole  of  our  cotton? — 
You  sell  the  cotton  after  it  has  been  manufactured. 
We  sell  only  a portion  of  our  hog. 

5576.  But  there  is  wastage  in  the  manufacture? — 
Which  can  be  provided  for. 

5577.  In  the  same  way  that  you  provide  for  your 
residuals? — Pardon  me.  We  sell  ours  to  a different 
market.  We  sell  some  to  England  at  a higher  price, 
and  sell  some  at  home  at  a lower  price,  or  it  may 
be  in  the  opposite  way.  At  the  time  we  get  to  the 
selling  stage,  and  before  we  start  manufacturing,  we 
are  in  a difficulty  which,  with  respect,  you  are  not 
in.  You  buy  all  this  cotton,  which  it  is  true  you 
manufacture  in  various  ways. 

5578.  To  give  you  a concrete  instance,  we  are  giv- 
ing now  to-day  25d.  for  cotton,  which  we  are  now 
producing,  which  cost  us  only  19d.  There  is  a differ- 
ence of  6d.  But  we  must  average  our  sales  in  order 
to  make  a profit? — Yes;  and  of  course,  as  a matter 
of  business,  if,  when  the  cotton  which  you  bought  at 
19d.  is  ready  for  sale  as  a manufactured  article,  the 
price  of  the  raw  material  has  gone  up  to  25d.,  you 
sell  your  raw  material  costing  you  19d.  to  manu- 
facture, at  the  market  price  of  the  manufactured 
article  of  the  day  when  the  raw  material  is  25d., 
and  make  your  profit. 

5579.  In  the  same  way  as  you  do  with  your  hogs? 
— That  is  not  the  point.  I am  very  anxious  to  make 
this  clear,  if  I can;  it  is  exceedingly  difficult.  The 
point  that  this  Member  has  taken,  shows  that  he,  at 
any  rate,  does  not  quite  appreciate  my  point,  if  I 
may  say  so.  Raw  cotton  is  entirely  on  a different 
basis,  like  almost  every  other  trade,  from)  this  hog 
packing  trade.  This  gentleman’s  firm  buys  raw 
cotton ; he  knows  what  it  costs  him.  He  knows  the 
cost  of  manufacture,  and  he  knows  the  manufactured 
cost  in  all,  and  he  can  very  easily  say  what  he  has 
got  to  get  for  it,  in  order  to  make  a profit.  When 
I buy  a hog,  I do  not  manufacture  the  whole  of  that 
hog.  "When  1 say  manufacture  it,  I do  not  sell  to 
England  anything  but  a small  portion  of  it,  and  the 
price  at  which  I price  it  out  to  England  for  book 
purposes  only,  because  it  is  only  a relative  price,  is 
a price  which  is  relative  to  what  I can  get  on  the 
domestic  market  for  all  the  other  things  c-n  the  day 
I price  it  out. 

5580.  It  is  exactly  the  same  as  my  cotton. 

6581.  Chairman : I do  not  see  how  you  can  do 
that  without  getting  at  your  profit,  because  you 
could  not  fix  any  price  at  all,  if  you  did  not  do  that? 

— May  I just  take  shortly,  a hog 

5582.  Take  three  parts  of  it  as  sold  in  America, 
and  one  part  of  it  sent  to  England? — I will  take, 
if  you  like,  a hog  costing  20  dollars,  and  I will  take 
your  suggestion  that  three-quarters  of  it  is  sold  in 
America.  We  decide  to  cut  it  for  England,  and  it 
means  that  one-quarter  of  it  is  coming  to  England. 
I am  the  American  hog  packer,  and  I have  got  to 
find  out  what  I have  got  to  get  for  my  English  cut, 
and  I do  it  in  this  way:  I take  the  three-fourths 


part,  and  I know  what  the  market  to-day  is  for  the 
lard,  the  feet,  and  the  ears,  and  all  the  rest  of  it; 

I price  that  three-fourths  part,  and  I say  that  will 
bring  me  in  so  many  dollars ; therefore  i bay,  to  get 
a return  out  of  that  hog,  which  will  give  me  a 
profit,  I have  to  get  if  I can,  for  my  English  cut, 
so  many  dollars. 

5583.  Mr.  Kerly : That  is  not  the  transaction  at 
all.  You  do  not  have  to  assume  the  result  in  order 
to  find  the  cost. 

5584.  Chairman:  You  had  got  to  the  point  of 
saying  you  must  get  so  much  from  England  for  that 
part? — Yes,  that  is  the  nearest  we  can  get  to  the 
cost  of  our  English  product. 

5585.  Suppose  you  get  a good  deal  more  from  Eng- 
land than  you  thought  you  could  get? — Then  we 
make  a profit. 

5586.  How  much  profit? — It  depends  upon  how 
much  we  get. 

5587.  Mr.  Walker  Clark : Therefore  you  can  show 
by  your  accounts? — No,  we  cannot,  because  those 
accounts  will  start  off  with  this  figure  that  I have 
mentioned  already,  what  we  say,  on  the  day  we  price 
it  out,  we  are  to  get. 

5588.  Chairman:  I quite  understand  the  position? 

—Very  well;  if  you  follow  that 

5589.  Are  you  not  in  this  position,  that  you  are 

like  the  ordinary  man  in  England  who  does  not  send 
a return  to  the  Government.  The  Government 
assess  him.  If  he  is  doing  better  than  that,  he  pays 
the  assessment  without  complaint.  If  the  next  year 
he  still  continues  to  make  no  return,  then  they 
assess  him  higher,  and  he  pays  that,  if  he  is  doing 
well.  Then  he  gets  to  a point  where  the  assessment 
has  really  gone  beyond  what  he  has  actually  made, 
and  he  complains;  is  that  not  your  position? — It 
is  our  position,  except  this,  that  the  man  you  men- 
tion, when  he  gets  to  this  point,  comes  in  and 
says : ‘ ‘ here  are  my  accounts ; here  is  my  profit 

and  loss.”  We  cannot  do  that. 

5590.  Mr.  May:  You  said  your  position  was 

provable,  at  the  beginning? — What  I said  was,  it 
was  provable  that  we  could  not  fix  the  cost  on  our 
article  that  we  sent  from  America. 

5591.  Chairman  : What  dividend  have  these  com- 
panies paid? — I have  not  got  those  figures  with  me, 
but  roughly  they  are  about  7 to  10  per  cent. ; 
they  vary. 

5592.  What  have  they  done  in  the  last  few  years? 
— They  have  been  controlled  in  America;  they  have 
not  been  allowed  to  make  more  than  2 and  2J  per 
cent.,  varying  with  their  size.  That  is  on  their 
turnover. 

5593.  Of  course,  the  turnover  has  enormously  in- 
creased?— Yes,  that  has  gone  up,  for  the  reasons 
that  you  know  of. 

5594.  You  have  got  the  balance  sheets  of  all  these 
companies? — All  of  those  that  are  public  companies, 
yes. 

5595.  What  would  the  average  percentage  be  in 
the  last  few  years  ? — The  percentage  of  profit  ? 

5596.  The  dividend? — Dividends  have  gone  up.  I 
should  think  the  average  might  be  15. 

5597.  Fifteen  per  cent.,  and  big  reserves? — The 
dividends  are  the  payments  on  the  capital  upon 
which  dividend  is  payable. 

5598.  But  you  put  to  reserve  large  amounts? — 
Well,  they  have  such  reserves  as  business  men 
would  put  in  the  ordinary  way. 

5599.  But  you  have  got  a balance  sheet? — All  of 
these  companies  can  show  you  a world-wide  balance 
sheet,  but  that  would  not  be  looked  at. 

5600.  Mr.  Walker  Clark:  Is  it  not  a fact  that 
this  method  which  you  are  indicating  is  a method 
which  is  sometimes  described  as  dumping? — No,  I 
do  not  think  you  can  describe  it  as  dumping.  I 
think  it  is  undoubtedly  true,  to  be  quite  frank, 
that  they  do  not  send  anything  to  England  which 
they  can  sell  in  America,  as  quite  obviously  it  is 
a much  better  business  proposition  to  sell  it  at  your 
own  factory  doorstep. 
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5601.  I do  not  know  these  individual  firms — I am 
not  in  your  business — but  is  it  not  a fact  that  many 
firms  do  ship  to  this  country  through  subsidiary  com- 
panies, independent  of  the  main  company  which 
exists  on  the  other  side? — I think  that  is  so,  but 
it  is  not  the  fact  with  regard  to  my  clients,  with 
one  exception ; it  is  the  fact  in  many  of  the  American 
concerns. 

5602.  And  they  evade  a certain  amount  of  tax 
by  that  method? — No,  they  do  not. 

5603.  Not  any  of  those  who  ship  through  subsidiary 
companies? — It  is  quite  inoperative  to  evade  the  tax. 
The  subsidiary  company  idea  is  quite  useless  for  that 
purpose. 

5604.  We  have  had  evidence  on  rather  different 
lines? — I know  in  days  gone  by  there  has  been  some 
success  in  that  respect,  but  it  has  been  fairly  dearly 
paid  for. 

5605.  Your  real  objection  is,  as  I take  it,  that  the 
Inland  Revenue  assumed  the  1 per  cent,  profit  on  your 
turnover  two  years  ago,  and  it  has  been  seriously  in- 
creased; it  has  gone  up  to  as  much  as  5 per  cent,  in 
some  cases? — The  real  objection,  as  I stated  in  the 
beginning,  was  that  my  clients  over  there  do  not  to- 
day know  what  it  is  going  to  cost  them  in  English 
taxation  to  do  business  in  England. 

5606.  Because  you  have  no  working  arrangement 
with  the  Inland  Revenue  officials  in  respect  of  the 
profit  on  the  goods  you  ship  ? — Yes,  and  because  under 
the  act,  the  Inland  Revenue  officials  could  say  any 
percentage. 

5607.  No;  I object  to  that.  It  is  not  the  Inland 
Revenue  officials  who  may  say  that,  because  you  have 
a right  of  appeal? — Yes. 

5608.  And  you  cannot  convince  the  court  to  which 
you  appeal,  that  your  profits  are  less  than  the  4 or  5 

per  cent,  at  which  you  are  assessed ; or  you  do  not  ? 

We  cannot  tell  them  what  our  profits  are  on  the 
English  business. 

5609.  No  more  than  I can  tell  it  for  the  yarn  which 
I am  sending  to  Japan,  or  was  sending  to  Japan; 
simply  because  I am  only  sending  one  count  there, 
whereas  I may  be  making  twenty  counts  ? — I dare  say 
in  Japan  you  have  a similar  difficulty. 

5610.  Are  the  goods  which  are  sent  out  on  consign- 
ment here,  sent  out  with  a fixed  margin  below  which 
they  must  not  sell? — No. 

5611.  They  would  have  to  be  sold  absolutely  at 
market  rate? — Obviously,  yes. 

5612.  And  that  market  rate  is  fixed  by  the  amount 
of  stuff  which  is  sent  over  by  competing  companies 
with  you  P— -It  is  fixed  by  the  demand  from  day  to  day. 

5613.  It  is  really  fixed  by  the  amount  which  is  sent 
over  by  other  packers  and  yourselves  ?— That  is  one  of 
the  two  factors,  obviously;  that  is  the  supply.  The 
other  factor  is  the  demand.  If  the  price  gets  too  high 
people  will  not  buy  it. 

5614.  Practically  the  only  point  really  is  that  the 
increase  in  the  charge  is  an  arbitrary  one  in  your 
judgment,  and  an  unfair  one?— I do  not  wish  to  cloud 
the  real  point.  The  point  you  mention  arises  out  of 
it.  The  real  point  is  this.  Take  an  American  packer 
to-day;  nobody  can  tell  him  what  it  is  going  to  cost 
him  m taxation.  It  may  be  there  is  another  wrong 
somewhere,  but  I do  not  think  that  assists. 

5615.  Chairman : We  shall  have  to  accept  that 
answer. 

5616.  Mr.  Walker  Clark  : You  speak  of  the  views  of 
the  Inland  Revenue  officials  as  being  arbitrary.  Did 
you  then  speak  of  the  local  officials,  or  of  Somerset 
House  ? — I spoke  of  the  officials  who  issued  the  assess- 
ments against  which  the  appeals  are  entered. 

5617.  Those  are  the  local  officials  ?— Yes,  I suppose 
the  local  Surveyor. 

5618.  In  the  first  instance?— In  the  first  instance. 

5619.  Subject  to  such  appeal  as  you  have?— They 
have  emanated  from  Somerset  House,  in  this  case. 

5620.  Mr.  Marks : What  is  exactly  the  consignment 

turnover?  You  did  tell  Mr.  McLintock,  I think,  that 
it  was  the  returns  on  sales  in  gross?. Yes. 

5621.  What  comes  off  it  to  get  the  net?— Only  the 
commission  payable  to  the  agent. 


5622.  On  that  you  say  that  to  take  1 per  cent,  of 
that  as  profit,  is  within  the  mark? — Well,  we  do  not 
object  to  1 per  cent.  It  is  not  dreadfully  beside  the 
mark  in  some  cases,  and  not  so  far  under  the  mark 
in  others  as  to  cause  us  to  object. 

5623.  You  do  object  to  5 per  cent? — Yes. 

5624.  Where  does  your  idea  of  a fair  figure  come 
between  those  limits? — 1 per  cent. 

5625.  It  stops  at  1 per  oent? — It  stops  at  round 
about  1 per  cent. 

5626.  Do  you  seriously  tell  the  Commission  that 
vour  people  can  consign  to  this  country  and  carry 
on  trade  safely  on  those  terms,  that  they  were  only 
anticipating  a 1 per  cent,  profit  on  the  turnover? — 
They  have  done  it  for  20  years. 

5627.  Does  not  that  rather  imply  what  the  pre- 
vious questioner  asked  you,  that  you  were  using  this 
country  to  dump  your  surplus  products  in,  and  did 
not  mind  much  what  profits  you  made  on  them?— 
No,  I do  not  think  so. 

5628.  You  do  not  admit  that? — Oh,  no. 

5629.  It  surely  means  this,  that  you  are  trading 
here  at  such  a small  margin  as  to  involve  you  in  a 
very  considerable  risk  of  loss? — Well,  if  I may  res- 
pectfully say  so,  the  average  percentage  on  turnover 
in  the  United  States  for  the  large  packing  indus- 
tries has  been  limited  to  2 per  cent. 

5630.  Well,  that  is  double? 

5631.  Chairman:  To  2 per  cent,  or  2£  per  oent? — 
To  2 per  cent;  2^  per  cent,  in  the  smaller  cases. 
Where  the  turnover  is  more  than  100  million  dollars, 
it  is  2 per  cent. 

5632.  Mr.  Marks : That  is  a war  measure? — \es. 
Over  there  there  is  a.  war  tax  and  Income  Tax.  The 
war  tax  is  heavier  than  here,  and  the  Income  Tax 
is  less. 

5633.  If  you  object  to  anything  over  1 per  cent., 
and  you  have  no  very  definite  idea  as  to  whether 
you  are  making  a loss  or  a profit,  when  you  are 
charged  on  that  basis,  how  is  it  that  you  object  to 
5 per  cent.,  if  equally  you  cannot  tell  whether  you 
are  making  a loss  or  a profit? — The  reason  is  this. 
We  do  know  whether  wo  are  making  a loss  or  profit 
on  our  whole  world-wide  business. 

5634.  And  that  is  less  than  5 per  cent? — Very 
much  less. 

5635.  Then  you  would  not  mind  being  assessed  on 
the  same  percentage  that  you  made  on  your  world- 
wide business? — Yes,  we  would,  for  this  reason,  that 
the  world-wide  business  includes  a very  large  busi- 
ness in  what  they  call  over  there  specialities.  Out  of 
the  hog  packing  trade  there  come  such  things  as 
scent  and  soap  and  dyes,  and  all  sorts  of  things,  and 
it  is  known  in  the  trade  that  there  is  a specially 
large  profit  made  on  those  particular  things.  Any- 
body who  is  interested  in  a factory  will  know  that 
the  by-products  are  very  often  more  productive  of 
profit  than  the  general  business. 

5636.  I am  brought  back  to  the  point  I started 
from,  and  that  is  this,  that  in  those  circumstances 
it  seems  to  me  obvious  that  you  are  selling  in  this 
country  products  which  you  do  not  want  in  your 
How  is  that  profit  arrived  at  by  your  American 
either  at  a loss,  or  at  a price  very  much  lower  than 
the  average  price  which  you  get  on  your  products 
elsewhere.  That  seems  to  me,  if  I may  say  so,  to 
imply  what  is  ordinarily  called  dumping? — Very  well; 

1 have  answered  it  once. 

5637.  Mr.  Birley:  Like  other  questioners,  I am 
afraid  I am  rather  puzzled  about  this  rate  of  profit. 
How  is  that  profit  arrived  at  by  your  American 
factories.  You  have  a manufacturing  profit  first, 
and  then  your  selling  department — or  is  there  a 
selling  company  which  makes  the  1 per  cent,  after 
that? — No;  only  one  organisation. 

5638.  Direct  from  the  factory  to  England? — Yes, 
to  England,  to  the  agent  here. 

5639.  What  is  the  form  of  these  accounts  which 
you  suggest  should  be  accepted?  Are  they  certified 
by  professional  accountants  of  the  United  States?— 
Yes.  What  has  been  done  is  this.  All  those  factories 
over  there  have,  in  the  ordinary  way,  to  prepare 
their  annual  accounts.  Starting  with  the  basis  I 
have  mentioned,  which  is  an  arbitrary  basis— that 
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is  the  price  they  have  got  to  get  for  the  English 
stuff — these  accountants  have  specially  gone  into 
the  books,  and  have  allocated  to  the  English  busi- 
ness, on  the  basis  of  sales,  a sum  taken  out  of  the 
total  overhead  charges  of  the  business  in  the  ordinary 
way  that  an  accountant  would  deal  with  a department 
here.  There  is  a total  sale  cost  for  the  whole  world- 
wide business,  total  sales  of  200  million  dollars,  and 
English  sales  of  five  million  dollars.  They  have 
taken  2£  per  cent,  of  the  total  cost  of  sales,  and 
allocated  that  to  the  English  business.  In  that 
way,  by  taking  the  sales,  and  taking  the  arbitrary 
figure  as  the  cost,  they  have  arrived  at  the  best 
estimate  they  can  of  the  profit  and  loss  from  the 
English  business. 

5640.  That  is  the  cost  of  administration,  etc.  ? — 
Yes. 

5641.  Before  you  come  to  that  you  must  have  the 
cost  of  the  materials? — Well,  we  started  with  that 
figure  I have  mentioned. 

5642.  But  that  is  arbitrary  ? — I quite  agree.  There 
is  no  other  figure  obtainable. 

5643.  What  you  suggest  here  would  be  more  or  less 
— I will  not  say  what  you  like  to  put  forward — but 
it  would  be  of  no  value? — My  submission  is  that 
it  would  be  the  best  account  obtainable  in  this 
particular  business.  I admit  at  once  that  it  starts 
with  an  arbitrary  figure,  and  that  is  our  difficulty. 

5644.  You  object  to  us  being  empowered  to  vary 
the  percentage  of  the  assumed  profits? — Without 
notice,  yes. 

5645.  Should  not  the  Income  Tax  authorities  here 

have  power  to  vary  it  if  they  had  reasonable  cause 
to  assume  that  a greater  rate  of  profit  had  been 
made? — No.  May  I make  this  point,  that  a flat 
rate,  which  this  is 

5646.  That  flat  rate  is  an  assumed  profit? — I know, 
but  it  takes  in  the  bad  year  with  the  good,  and  in 
the  past  my  clients  actually  have  made  a loss  in 
a particular  year  and  have  paid  1 per  cent,  tax 
on  their  turnover. 

5647.  Are  we  really  to  take  it  that  that  1 per  cent, 
is  only  an  average? — An  average  profit. 

5648.  And  that  in  some  years  it  is  less? — In  some 
years  there  is  a loss. 

5649.  I suggest  if  the  Inland  Revenue  authorities 
have  reason  to  think  that  your  profits  are  greater 
they  should  have  power  to  vary  that  rate? — Is  it 
quite  fair  when  you  make  an  arrangement  to  take 
the  good  with  the  bad,  as  it  were,  and  during  a 
bad  year  we  have  paid  that  1 per  cent,  although  we 
made  no  profit?  We  paid  on  an  assumed  profit  of 
1 per  cent,  on  our  turnover,  and  the  next  year  we 
come  along  and  make  a good  profit;  surely  it  is 
reasonable  that  we  should  be  entitled  to  the  benefit 
of  having  paid  on  the  bad  year  at  the  flat  rate. 

5650.  Of  course,  it  is  the  1 per  cent,  that  sticks 
with  me? — Yes.  I just  want  to  mention  this,  that 
the  largest  of  my  clients,  with  a turnover  of  over 
$250,000,000  last  year  on  their  world-wide  business, 
made  1-7  per  cent,  on  their  turnover.  That  is 
demonstrable. 

5651.  Chairman : On  £50,000,000  you  made  1 per 
cent? — 1 per  cent,  on  their  turnover. 

5652.  What  was  the  turnover? — About  $250,000,000 
— £50,000,000,  yes.  It  is  a lot  of  money. 

5653.  Was  not  the  limitation  of  2 per  cent,  on 
there? — 2 per  cent. 

5654.  So  they  could  only  come  between  1 per  cent, 
and  2 per  cent? — They  did  the  best  they  could. 

5655.  It  shows  that  they  were  clever  enough  to 
arrange  between  1 and  2 per  cent.  They  were 
able  to  fix  prices  so  that  they  could  sell  between 
those  margins? — No.  In  a large  business  like  that 
if  they  could  make  1-8  per  cent,  they  would  make 
a lot  more  money,  as  you  would  appreciate. 

5656.  Mr.  Birley : You  suggest  that  if  there  _ is 
any  alteration  made  you  should  have  notification 


in  advance? — Yes,  I understand  from  my  interview 
with  the  Inland  Revenue  authorities  there  would 
be  no  difficulty  about  that. 

5657.  When  you  say  notification  in  advance,  the 
point  of  that  would  be  to  put  it  on  to  the  consumer, 

I suppose? — Whatever  happens  it  will  go  on  to  the 
consumer,  I am  afraid. 

5658.  But  the  taxpayers  in  this  country,  the 
traders  and  so  on,  do  not  get  that  advantage? — I 
think  they  do. 

5659.  Are  there  any  firms  in  this  country  who 
do,  of  course  in  a much  smaller  way,  a business  on 
similar  lines? — There  are  none  that  I know  of.  I 
have  made  inquiries  in  Liverpool. 

5660.  They  must  deal  with  similar  articles? — The 
only  person  who  may  be  in  a similar  kind  of  business 
would  be  a man  who  bought  direct  from  the  packer 
and  then  sold  to  the  wholesaler.  The  packer  sells 
at  the  moment  either  through  or  to  agents  for  the 
consignees. 

5661.  Are  there  not  people  in  this  country  who 
buy  the  live  animal  and  sell  the  dead  products? — 
There  is  a company  domiciled  in  this  country  which 
carries  on  a hog  packing  factory  in  America.  That 
is  the  only  one  I know  of. 

5662.  Are  we  to  assume  that  they  on  a very  much 
smaller  turnover  make  as  small  a profit  as  you? 
It  is  hardly  likely.  What  I am  aiming  at  is  this, 
that  if  you  are  charged  on  a 1 per  cent,  basis 
of  profit,  and  they  most  probably,  indeed  almost 
certainly,  make  considerably  more  than  that,  they 
have  to  pay  perhaps  three  of  four  times  as  high 
a rate  of  Income  Tax  as  the  foreign  company  does? 
— As  you  appreciate,  of  course,  the  firm  that  you  are 
speaking  of  in  this  country  pays  on  world-wide 
profits.  We  are  not  liable  to  pay  on  anything  except 
the  profits  which  we  make  out  of  our  English 
business. 

5663.  Mr.  McLintock : Why  do  you  sell  the  bacon 
in  this  country? — Largely  because  we  have  been 
selling  it  here  for  about  30  years,  and  we  have 
inquiries  for  it  every  day. 

5664.  Is  it  the  only  market  for  certain  kinds 
of  goods  ? — There  are  certain  kinds  of  goods  where 
it  is  the  other  way  round.  This  market  will  not 
take  anything  but  a certain  kind  of  cut  that  we  have 
provided  for  it. 

5665.  What  would  happen  to  the  bacon  if  this 
market  were  closed  against  you? — I think  this 
market  will  cease  to  get  bacon  from  America  in  a 
very  few  years. 

5666.  In  any  case?— In  any  case. 

5667.  So  this  question  will  cease?— It  will  end 
automatically,  unless  they  send  something  else. 

5668.  I agree  with  your  statement  that  you  cannot 
ascertain  accurately  the  profit  on  the  sale  of  bacon  to 
this  country  — I am  much  obliged  to  you. 

5669.  But  I suggest  to  you  the  reason  you  accept 
1 per  cent,  is  because  you  believe  it  is  less  than  the 
profit  you  actually  make? — Well,  I deny  that. 

5670.  Why  do  you  object  to  5 per  cent.  ?— Because 
we  do  not  make  anything  like  5 per  cent,  on  our  world- 
wide business,  and  we  know  or  believe  that  our  Eng- 
lish business  is  less  remunerative. 

5671.  You  admit  you  can  arrive  at  that?  If  you 
know  that  5 per  cent,  is  more  than  you  make,  you  must 
know  whether  1 per  cent,  is  more  or  less  than  you 

make ? No,  I do  not  think  so.  Take  the  business 

which  made  1-7  per  cent,  on  its  turnover  last  year : 
it  is  selling  in  America  the  product  of  hogs  just  as  it 
sells  them  in  England. 

5672.  One  moment.  Is  the  1-7  per  cent,  the  net 
profit  from  the  sale  of  hogs  made  the  world  over?— - 
It  is  the  net  profit  made  not  only  from  the  sale  of 
hogs,  but  of  all  other  things  they  deal  in. 

5673.  I mean  all  the  products  of  the  hogs?— Yes, 
everything  they  deal  in. 
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5674.  Hogs  are  your  main  raw  material? — Yes. 

5675.  Have  you  offered  production  of  your  hog  ac- 
counts to  the  Inland  Revenue  here,  the  manufactur- 
ing accounts  and  distribution  accounts? — We  would 
have  no  objection  to  producing  our  world-wide  ac- 
counts. 

5676.  Are  you  quite  prepared  to  quote  the  total 
weight  of  the  pigs  sold  as  bacon,  or  the  percentage  in 
money  value  that  is  sold  in  this  country,  and  appor- 
tion the  profit  accordingly  ? — If  we  could  do  that  we 
would  be  delighted.  We  would  be  quite  prepared  to 
make  out  accounts  on  the  basis  you  speak  of. 

5677.  Have  you  offered  it  to  them? — No,  not  yet. 

5678.  I suggest  to  you  that  you  offer  to  do  it.  I do 
not  think  any  body  of  Commissioners  in  this  country 
if  you  produced  a certified  manufacturing  account 
with  details  of  your  charges  would  refuse  to  accept  it. 
Has  it  ever  been  offered? — Not  through  me  yet.  A 
certified  manufacturing  account  of  the  world-wide 
business  is  what  you  suggest? 

5679.  Yes. — That  will  be  considered. 

5680.  Would  you  agree  to  apportion  the  profits  on 
the  whole  according  to  the  value  of  the  produce  sold 
in  this  country  ? — If  you  mean  am  I agreeable  to  pay 
on  the  turnover  in  this  country  at  the  percentage  we 
make  on  our  world-wide  profit,  I say  no  at  once. 

5681.  Why  not? — Because,  as  I have  said  before, 
our  world-wide  profit  includes  a profit  which  is  very 
much  higher  in  regard  to  our  by-products  than  it  is 
with  regard  to  the  bacon,  hams  and  lard  which  we  sell 
to  this  country. 

5682.  I suggest  the  onus  is  on  you  to  produce  the 
certified  trading  account  and  show  that  a certain  por- 
tion of  your  sales  is  not  earning  the  same  profit  as 
the  other  portion? — I dare  say  you  are  right. 

5683.  You  have  never  tried  that  ? — Well,  the  matter 
is  in  negotiation,  as  you  know,  at  the  moment 
between  myself  and  the  Inland  Revenue,  and  I am 
in  constant  communication  with  them. 

5684.  I suggest  the  form  of  account  you  have  sent 
here  as  a certified  account  is  useless  to  anybody  in 
determining  profit? — I do  not  agree  with  that. 

5685.  You  arrive  at  an  arbitrary  estimated  cost 
price  of  the  bacon  shipped  to  England.  Does  not  that 
wholly  depend  on  the  market  price  in  America  of  the 
rest  of  the  products? — Yes,  the  rest  of  the  products, 
and  the  market  price  in  America  of  a similar  product 
there. 

5686.  Supposing  these  products  go  down  in  America 
for  some  reason,  do  you  expect  to  obtain  a higher 
price  in  other  markets  to  cover  the  loss  in  America  ? — 
Obviously. 

5687.  If  you  obtain  anything  less  than  that  in  this 
country  you  make  a loss? — YeB.  • 

5688.  On  that  particular  commodity? — Yes. 

5689.  Do  you  seriously  suggest  that  that  is  a sound 
proposition? — I do,  because  on  the  day  we  fix  that 
price  we  have  in  front  of  us  the  price  which  we  can 
get  in  the  American  market  for  that  article.  If  we 
can  sell  it  in  America,  of  course  we  sell  it  in  America ; 
if  we  think  the  English  market  is  going  up,  as  busi- 
ness men  we  send  it  over  here. 

5690.  I suggest  to  you  you  only  send  it  to  this 
country  because  you  cannot  sell  it  in  America  ?— That 
is  not  so. 

5691.  Sir  J.  Earmood-Banner : Might  I ask  a few 
questions  as  regards  the  course  of  business  in  the 
packing  trade.  Your  present  packing  business  is  more 
or  less  recent?— Well,  no;  it  is  within  the  last  30  or  40 
years ; it  is  not  more  recent  than  that. 

5692.  I am  speaking  of  my  recollection;  in  Liver- 
pool in  the  old  days  there  were  big  mercantile  firms 
who  bought  from  the  packers,  resold  in  Liverpool, 

and  their  profits  paid  Income  Tax  in  the  usual  way. 

Yes. 


5693.  Then  followed  the  period  when  the  packers 
came  to  Liverpool  and  started  their  own  business, 
putting  in  commission  agents  to  whom  they  paid  1 per 
cent,  or  something  more,  and  as  a matter  of  fact  these 
big  mercantile  houses  in  Liverpool  have  really  more 
or  less  vanished ; the  result  being  that  so  far  as  re- 
gards Income  Tax  or  profit  in  England  the  only  profit 
earned  at  all  was  the  1 per  cent,  paid  to  the  commis- 
sion houses,  the  whole  of  the  rest  of  the  profit  on  the 
import  of  bacon  going  to  the  packing  houses  in 
America? — Well,  so  far  as  I know  the  trade,  and  I 
know  it  pretty  well,  that  is  not  accurate.  Various 
clients  of  mine  who  are  mentioned  here  have  been 
doing  the  business  that  they  are  now  doing  for  over 
30  years. 

5694.  They  have  not  had  the  houses  in  Liverpool  to 
whom  they  paid  that  commision? — Yes,  with  the  same 
people. 

5695.  For  over  30  years? — For  over  30  years. 

5696.  That  is  not  my  recollection.  Is  it  not  the  fact 
that  just  before  1915,  when  the  clause  was  brought 
in  which  imposed  Income  Tax  on  the  packers,  there 
were  great  agitations  arising  from  the  fact  that  the 
packers  were  getting  an  enormous  advantage  in  this 
war  in  selling  their  material  as  against  the  English 
firms  who  were  unable  to  compete,  and  who  had  to 
pay,  on  any  profits  they  made,  Income  Tax  and  Excess 
Profits  Duty  ? — Well,  there  has  been  continually  a 
large  and  vigorous  agitation  about  packers’  profits, 
which  is  not  justified. 

5697.  Is  it  not  a fact  that  a clause  of  the  1915  Act 
was  passed  in  consequence  of  this  agitation? — No.  I 
think  if  you  will  go  back  you  will  find  that  the  clause 
in  the  1915  Act  relates  right  back  to  the  arrangement 
which  was  made  agreeably  with  the  packers  in  1902. 

5698.  I am  only  speaking  of  the  recollection  of  my 
Parliamentary  experience,  that  we  had  very  many 
interviews  and  deputations,  and  the  clause  was  passed 
in  consequence  of  those  representations  that  all  this 
profit  was  made  without  paying  any  Income  Tax  as 
against  the  British  merchant  who  had  to  pay  Income 
Tax  on  his  profit  and  Excess  Profits  Duty? — May  I 
just  say  this,  that  all  of  these  firms  that  I mentioned 
here  were  before  1914  paying  Income  Tax  on  the 
assumed  profit  of  their  consignments.  They  have  been 
paying  since  1902 — some  of  them. 

5699.  Mr.  Walker  Clark:  One  per  cent  on  the 
turnover  ? — One  per  cent,  on  the  turnover. 

5700.  Sir  J.  Earmood-Banner:  At  what  rate?— 
On  an  assumed  profit  of  one  per  cent,  on  their  turn- 
over. 

6701.  I see  for  instance  you  have  not  got  Armour’s 
business  amongst  these? — No,  I do  not  represent 
Armour’s. 

5702.  But  still  you  would  know  about  Armour’s? 

— Yes. 

5703.  Was  it  not  the  fact  that  they  were  making 
very  large  profits  at  that  time  on  which  they  were 
paying  no  Income  Tax? — Armour’s  had  a branch 
house,.  Armour  & Co.,  Ltd.,  of  England,  and  various 
subsidiary  companies,  and  I believe  it  was  a fact  that 
up  to  some  time  in  1914  they  did  not  pay  tax. 

5704.  They  were  only  paying  a very  moderate 
commission? — Yes.  I do  not  act  for  them,  and  of 
course  I have  not  the  details,  but  I have  heard  what 
you  say. 

5705.  In  addition  to  these  packing  houses  there 
are  the  tinned  salmon  houses,  the  tinned  fruit 
houses,  and  the  rabbit  trade,  all  of  which  are  of  an 
exactly  similar  nature  to  these  packing  houses  you 
have  mentioned,  who  are  really  only  paying  a com- 
mission and  are  not  paying  the  British  Income  Tax 
and  Excess  Profits  Duty? — That  may  be  so;  I do 
not  know. 

5706.  You  have  not  in  your  recollection  the  fact 
that  certain  large  firms  absolutely  left  their  busi- 
ness and  went  over  to  the  other  side  because  of  the 
injustice  that  was  perpetrated  by  the  fact  that  there 
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was  no  Income  Tax  collected  from  the  packing 
houses? — No,  that  is  not  within  my  knowledge. 

5707.  The  profit  that  has  been  made  on  bacon 
sales  has  latterly  been  limited  by  the  United  States, 
but  up  to  the  period  when  that  limitation  was  put 
on  it  was  more  likely  to  have  been  20  or  25  per 
cent.  ? — It  has  not  been  25  per  cent.  Is  it  profit 
on  turnover  that  you  are  speaking  of? 

5708.  I am  speaking  of  the  profit  on  the  business 
they  did  in  that  country? — It  has  never  been  any- 
thing like  that;  it  is  absolutely  out  of  the  question. 

5709.  Chairman:  I think  Sir  John  means  25  per 
cent,  profit  on  capital. 

5710.  Sir  J.  Harmood-Banner : Yes,  not  on  turn- 
over. I meant  25  per  cent  on  capital.  That  means 
£250,000  on  your  million? — It  possibly  is;  I do  not 
know.  I do  not  think  that  affects  the  question. 
It  may  be  anything  of  course  on  your  capital,  be- 
cause some  people  conserve  their  capital  and  some 
people  do  not. 

5711.  Do  you  think  it  would  be  fair,  seeing  that 
a great  part  of  this  business  is  being  done  in  this 
country,  that  we  should  receive  some  proportional 
Income  Tax  and  Excess  Profits  Duty  based  on  the 
profits  made  on  the  business  done-  in  this  country  ? 
— We  are  quite  prepared  to  pay  on  those. 

5712.  The  question  is  at  what  rate? — That  is  the 
question  I have  mentioned;  it  is  the  difficulty  of 
ascertaining  the  liability. 

5713.  Mr.  Kerly : You  have  directed  your  evidence 
to  the  1915  Act? — Yes. 

5714.  Are  you  not  aware  that  that  has  been  re- 
placed by  General  Rules  6 to  12  of  the  new 
Schedule  ? — Yes. 

5715.  And  that  some  of  the  difficulties  that  you 
have  raised  have  been  met  in  the  new  Rules? — I.  do 
not  think  that  is  so.  I have  read  the  new  Rules  and 
know  of  them. 

5716.  Amongst  other  things  there  is  a provision 
for  a reference? — Yes. 

5717.  And  there  is  a general  provision  that  if  the 
agent  of  the  foreign  house  can  show  that  he  has  been 
overcharged — not  show  what  his  profit  is,  but  that  he 
had  been  overcharged — he  can  get  relief? — That 
involves  him  showing  what  this  profit  is. 

5718.  They  are  two  different  things,  are  they  not, 
to  be  able  to  show  the  exact  profit  you  have  made, 
and  to  show  that  it  is  less  than  the  amount  upon 


which  you  are  assessed? — I should  Bay  not;  I should 
say  it  is  exactly  the  same. 

5719.  You  say  that  a general  commission  agent  is 
in  a different  position  from  the  special  agent  of  a 
particular  house? — No,  I do  not  object  to  it  at  all. 
What  I do  object  to  is  the  difficulty  of  determining 
when  a man  is  a general  commission  agent  and  when 
he  is  an  authorized  person  carrying  on  the  regular 
agency. 

5720.  Can  you  suggest  anything  plainer  than  those 
words:  “ Nothing  in  these  rules  shall  render  a non- 
resident person  chargeable  in  the  name  of  a broker  or 
general  commission  agent  or  in  the  name  of  an  agent 
not  being  an  authorized  person  carrying  cn  the  regu- 
lar agency  of  the  non-resident  person”? — I think 
those  are  most  difficult  words  to  interpret. 

5721.  Can  you  suggest  any  improvement? — Well, 
I think  I could. 

5722.  That  would  really  assist  us.— If  you  accept 
all  business  done  through  general  commission  agents 
without  the  clause  under  which  it  is  mentioned  there 
a general  commission  agent  may  be  looked  upon  as  a 
person  carrying  on  the  authorized  agency? 

5723.  No,  it  excepts  the  case  of  a man  who  has  a 
regular  agency.  He  is  not  to  be  treated  as  a general 
commission  agent. — Unless  he  is  the  authorized 
person  carrying  on  the  regular  agency. 

5724.  Yes. — I am  glad  you  raised  that  point, 
because  it  is  very  important.  Imagine  one  of  the 
cases  which  I mentioned  in  reply  to  the  last  Member. 
A firm  in  America  has  for  30  years  sent  its  products, 
which  it  wants  to  sell  in  this  country,  to  one  firm 
in  Liverpool.  It  never  sends  them  anywhere  else. 
There  is  not  a word  of  writing  between  them ; there  is 
nothing  except  the  course  of  business.  The  firm  in 
Liverpool  is  remunerated  by  a commission.  It  is, 
for  various  other  branches  of  its  business,  a general 
commission  agency  firm.  Is  that  firm  a person  carry- 
ing on  a regular  authorized  agency  of  the  American, 
or  is  it  not?  Is  it  within  the  excepting  clause  or  is 
it  not?  It  is  a matter  of  the  most  extreme  difficulty 
to  ascertain. 

5725.  Will  you  tell  me  how  you  would  deal  with 
the  case  of  a general  commission  agent  who  confines 
his  general  business  to  one  principal?— That  is  one 
of  our  difficulties. 

5726.  I ask  if  you  can  furnish  us  with  a definition 
which  will  distinguish?— I would  be  very  pleased  to 
work  one  out  for  you  and  let  you  have  it. 

5727.  Will  you  kindly  send  it  to  us?— Certainly. 

5728.  Chairman:  Thank  you,  Mr.  Luya. 


Mr  Charles  W.  Crook,  on  behalf  of  the  National  Union  of  Teachers,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief  : — 

5729.  In  presenting  evidence  on  behalf  of  the 
National  Union  of  Teachers  we  have  limited  ourselves 
to  those  points  which  directly  affect  the  teaching  pro- 
fession, and  in  suggesting  alternatives  have  confined 
the  suggestions  to  the  present  system  upon  which  In- 
come Tax  assessments  are  based.  If  any  other  systems 
should  be  considered  preferable,  we  would  ask  that  the 
reliefs  or  abatements  under  that  system  should  be 
equal  in  extent  to  those  suggested. 

5730.  (1)  Abatements. 

(a)  General. — The  present  total  relief  for  Income 
Tax  is  limited  to  incomes  up  to  £130,  but  this  figure 
was  decided  upon  as  the  lowest  amount  upon  which  a 
single  man  or  woman  could  live  in  the  most  moderate 
way,  and  is  under  present  conditions  too  low.  We 
suggest  that  the  limit  should  be  raised  to  at  least 
£160,  and  that  the  full  abatement  of  £160  should  be 
allowed  on  all  earned  incomes  up  to  £1,000.  The  loss 
on  the  lower  incomes  could  be  recouped  by  increasing 
the  graduation  on  incomes  above  £160. 

(b)  Wife  and  children. — We  consider,  too,  that  the 
rebate  of  £25  each  for  wife  and  children  does  very 
little  towards  the  object  for  which  it  is  given,  mean- 
ing in  actual  cash  relief,  at  the  lowest  rate  payable, 


£2  16s.  3d.  in  each  case.  This  does  not  meet  the 
actual  extra  indirect  taxation  payable  by  the  married 
man,  and,  if  and  when  the  Income  Tax  is  reduced,  will 
do  less  in  this  direction.  If  the  relief  were  increased 
to  £50,  it  would  help  a little,  but  still  would  be  utterly 
inadequate  to  meet  the  extra  expenses  of  the  married 
rnan,  or  of  the  woman  with  dependants.  As  a further 
relief,  particularly  necessary  in  the  case  of  teachers, 
who  are  specially  as  a class  desirous  of  giving  their 
children  further  education,  we  ask  that  the  relief 
should  be  continued  to  the  age  of  18.  We  suggest  this 
age  as  the  one  fixed  by  the  Education  Act,  1918,  to 
which  attendance  at  the  day  continuation  schools  will 
be  ultimately  compulsory. 

(c)  Joint  incomes. — The  question  of  the  taxation  of 
the  joint  incomes  of  man  and  wife  particularly  affects 
teachers,  as  in  their  case  the  employment  of  both  man 
and  wife  as  teachers  is  common.  We  ask  that  assess- 
ments and  abatements  should  be  separate  on  all  earned 
incomes  up  to  a joint  total  of  £1,000. 

(d)  Hoorn  and  office.— We  also  ask  that  the  same 
relief  which  is  granted  by  the  Income  Tax  Acts  to 
clergymen  and  ministers  who  use  part  of  their  house 
for  the  duties  of  their  profession  should  be  extended 
under  similar  conditions  to  teachers. 

5731.  (2)  Repayments  from  local  superannuation 
scheme  under  the  School  Teachers’  ( Superannuation ) 
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-4.cf,  1918. — Under  the  terms  of  this  Act,  contributions 
to  local  pension  schemes  by  teachers  accepting  the  act 
are  compulsorily  returnable.  These  local  schemes 
vary  very  much  both  in  their  premiums  and  benefits, 
but  a considerable  sum  of  money  will  be  returnable  to 
the  teachers  in  every  case.  Although  the  amount 
paid  by  the  teachers  has  each  year  been  exempt  from 
Income  Tax,  yet  the  whole  sum  paid  is  exactly 
analogous  to  the  payment  made  by  the  teacher  to  the 
School  Teachers’  Superannuation  Act,  1898,  the 
capital  value  of  which  is  paid  as  an  annuity.  We 
consider  therefore  that  this  returned  cash  payment 
should  be  treated  like  the  lump  sum  payable  on  retire- 
ment or  disablement  under  the  recent  Act  of  1918,  and 
should  be  treated  with  respect  to  Income  Tax  as 
capital  and  not  as  income. 

^732.  (3)  Method  of  payment. 

Teachers  generally  would  prefer  that  the  Income 
Tax  in  their  case  should  be  payable  quarterly,  as  wo 
understand  is  now  done  in  the  case  of  civil  servants 
generally. 

5733.  (4)  Appeals  and  refunds. 

We  suggest  that  definite  information  as  to  the 
method  of  appeal  should  appear  upon  the  Income  Tax 
assessment  note,  and  that  a more  rapid  method  of 
return  of  over-payment  should  be  instituted. 

[This  concludes  the  evidence-in-chief .] 

5734.  Chairman : All  the  Commissioners  have 

received  a statement  of  what  you  want  to  put  before 
the  Commission.  Would  you  like  to  take  a few  of  the 
points  and  address  the  Commission,  or  would  you 
prefer  to  be  examined  at  once? — I think  there  is  one 
point  I would  like  rather  to  elaborate.  With  regard 
to  most  of  them  I think  you  have  already  had  corro- 
borative evidence,  and  there  is  no  need  for  me  to  deal 
with  them  any  further. 

5735.  Which  point  is  it  you  wish  to  address  the 
Commission  upon? — It  is  a point  with  regard  to  the 
taxation  of  retirement  allowances,  paragraph  No.  2. 

5736.  Is  it  under  the  heading  of  abatements? — No. 

5737.  Do  you  mean  with  regard  to  wives  and 
children? — No,  the  taxation  of  retirement  allowances. 

5738.  Mr.  Marks : The  heading  is  “ Repayments 
from  local  superannuation  schemes”? — Yes,  that  is 
the  one. 

5739.  Chairman  : Will  you  proceed,  please  ? — Most 
of  the  members  of  the  Commission  will  be  aware  that 
from  the  1st  of  April  of  this  year  a new  system  of 
superannuation  has  come  into  force  for  teachers,  a 
non-contributory  scheme.  Before  that  the  school 
teachers  had  a contributory  scheme.  Men  paid 
£3  12s.  per  annum  and  women  paid  £2  8s.  to  a Govern- 
ment scheme  of  superannuation.  That  was  on  the 
non-returnable  basis,  and  only  matured  at  65.  It  was 
a very  poor  scheme.  The  benefit  to  the  teacher,  apart 
from  his  own  contributions,  came  to  about  £40  per 
annum.  The  consequence  was  that  in  many  areas 
local  educational  authorities  brought  out  what  they 
called  complementary  schemes.  Those  were  local 
schemes  to  which  the  teachers  paid,  and  they  were 
allowed  by  the  Government  on  condition  that  the 
benefit  from  the  two  schemes  combined,  the  Govern- 
ment and  the  local  schemes,  did  not  exceed  the  civil 
service  pension.  When  the  new  act  came  into  force 
all  these  complementary  schemes  had  to  be  stopped, 
and  if  teachers  wished  to  get  the  benefit  of  the 
Government  scheme  they  had  to  retire  from  the  com- 
plementary scheme. 

5740.  Mr.  Walker  Clark:  Without  any  return? — 

I was  coming  to  that  point,  which  was  the  point 
I wanted  to  get  a it,  but  I wanted  to  make  preliminary 
matters  quite  clear.  The  London  scheme  I think 
dated  back  to  1904,  and  the  rates  of  contribution  for 
older  teachers  were  very  heavy,  as  much  as  12  per 


cent,  being  charged  on  the  complementary  scheme  to 
some  of  the  older  teachers.  The  consequence  is  that 
many  of  them  have  large  sums  of  money  to  withdraw 
from  the  fund  on  the  winding  up.  We  rthink  that 
such  sums  should  be  treated  as  capital  when  they  are 
returned  to  the  teachers,  and  not  as  income,  because 
although  the  teachers  were  allowed  for  Income  Tax 
purposes  to  claim  an  abatement  for  these  payments 
year  by  year,  yet  we  think  that  those  payments  were 
in  the  same  position  as  ordinary  insurance  premiums 
would  have  been  at  the  same  time,  and  we  understand 
that  money  obtained  from  an  insurauce  policy  is 
treated  as  capital.  We  think  that  these  sums  should 
be  treated  as  capital  also,  and  we  urge  that  on  that 
ground,  and  also  on  these  two  grounds,  that,  for 
example,  the  London  scheme  returns  all  the  money 
paid  in  to  any  teacher  who  withdrew  from  the  service 
whilst  the  scheme  was  in  force,  and  that  returned 
money  was  treated  as  capital.  Also  if  a teacher  had 
retired  at  the  retiring  age  under  the  scheme  and  died 
before  he  had  received  the  full  benefit  from  his  own 
contributions  the  excess  that  he  had  paid  in  against 
his  receipts  was  also  returned  to  his  estate  on  death 
as  a lump  sum,  and  that  also  was  treated  as  capital. 
We  think,  therefore,  that  this  compulsory  retirement 
of  the  teacher  should  be  treated  as  a retirement  under 
the  scheme  itself.  Of  course  that  would  have  many 
advantages  to  the  teacher,  but  it  would  have  some 
advantage  to  the  Income  Tax  Collectors,  because  it 
is  difficult  for  them  to  calculate,  if  they  do  claim 
Income  Tax,  how  much  of  this  lump  sum  ds  chargeable 
for  each  year  during  the  currency  of  the  scheme ; 
and  of  course  in  some  cases,  where  the  salary  is  low^ 
there  would  be  an  entire  abatement  even  under  the 
old  Income  Tax  scheme.  I am  not  quite  sure  whether 
the  point  I am  urging  is  within  your  reference  or  not, 
point  I am  asked  to  make  before  this  Commission, 
or  whether  it  is  an  administrative  point,  but  it  is  a 
and  it  is  for  you  to  decide  whether  it  comes  within 
the  purview  of  your  inquiry  or  not.  I hope  at  any 
rate  I have  made  the  position  clear  from  our  point 
of  view.  Another  point  that  I want  to  mention  is 
paragraph  1 (d)  of  my  evidence-in-chief.  We  find 
from  the  Act,  and  from  experience  too,  that  if  a 
clergyman  has  part  of  his  house  occupied  for  the 
purposes  of  his  profession,  he  is  allowed  a certain 
abatement  from  Income  Tax  for  that,  and  we  think 
that  teachers  have  quite  as  much  claim  as  clergymen 
to  a similar  abatement  if  they  have  a similar  room; 
because  teachers  have  to  prepare  their  work  for  the 
next  day ; they  have  to  receive  parents,  and  so  on, 
quite  as  frequently  as  ministers  have,  and  if  it  ds 
recognized  as  a proper  abatement  for  ministers  we 
think  teachers  should  equally  claim  the  same  abate- 
ment. 

5741.  Those  are  your  two  main  points?  —The  other 
points  have  been  dealt  with  by  the  Board  of  Education 
and  other  witnesses. 

5742.  Mr,  Kerly : You  make  a suggestion  of  £160 
as  the  limit  for  total  exemption,  and  allowances  of 
£50  for  wife  and  child.  Are  those  just  guesses,  or 
have  you  any  basis  for  them?— We  took  £160  as  being 
practically  £3  a week,  and  we  thought  £3  a week 
would  be  the  lowest  living  income  for  a man  or  woman 
at  the  present  time;  and  of  course  it  did  once  appear 
as  an  Income  Tax  figure. 

5743.  Then  you  suggest  that  the  allowance  in 
respect  of  children  should  be  continued  up  to  18? — 
Yes. 

5744.  Would  you  limit  that  to  cases  where  the  child 
is  devoting  his  whole  time  to  education  or  would  you 
extend  it  to  cases  where  he  is  earning  money? — I 
should  extend  it  to  all  cases  where  his  power  of  earning 
money  is  reduced  by  compulsion  to  educate. 

5745.  Although  he  may  in  fact  be  helping  the  house- 
hold rather  than  be  a charge  upon  it? — Yes,  but  if 
he  has  to  attend  a continuation  school  his  earning 
power  is  lessened,  as  I think  employers  are  already 
beginning  to  see. 

5746.  Then  sub-paragraph  (c),  “ joint  incomes.” 
You  suggest  the  total  limit  for  separation  should  be 
£1,000?— Yes. 
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6747.  Can  you  give  me  any  idea  of  the  average 
income  of  a man  and  his  wife  both!  engaged  in  tuition  ? 

It  is  not  anywhere  near  £1,000  in  primary  schools? 

I do  not  come  here  as  a witness  for  primary  schools 
only.  The  National  Union  of  Teachers  embraces  all 
kinds  of  teachers. 

5748.  Take  your  Union;  take  an  average;  what  do 
a man  and  wife  earn  together? — I should  not  like  to 
say.  It  would  be  a guess  if  I gave  a figure. 

5749.  Can  you  give  me  any  figures  which  will  assist 

me? Suppose,  for  instanoe,  the  headmistress  of  my 

school  were  my  wife  (which  she  is  not)  our  joint  income 
would  be  £900. 

_ 5750.  So  that  it  would  be  only  in  cases  where  the 
man  and  wife  were  respectively  headmaster  and  head- 
mistress that  you  would  get  anywhere  near  £1,000?— 
That  is  quite  common  in  London. 

5751.  And  for  the  joint  income  to  be  so  much? — 
Yes,  more  now. 

5752.  As  regards  assistant  masters  and  mistresses 
the  joint  salary  would  be  very  much  less,  I under- 
stand?—The  joint  salary  for  assistants  in  London 
now  could  be,  and  will  be  in  a year,  £540. 

5753.  Then  as  to  repayments  from  superannuation 
schemes.  Is  the  money  which  comes  back  to  the 
teacher  merely  his  own  contributions,  or  does  it  com- 
prise any  accumulated  income? — You  mean  from  his 
own  contributions? 

5754.  No,  from  investments  ?— It  is  entirely  his  own 
contributions. 

5755.  Without  interest?— With  interest,  3 per  cent, 
in  London. 

5756.  Except  as  regards  the  interest  I must  say  it 
seems  difficult  to  me  to  understand  why  that  should 
be  called  income  at  all  or  should  be  taxable  ?— They 
are  proposing  to  tax  it. 

5757.  Turning  to  paragraph  No.  3,  you  say  that 
teachers  would  generally  prefer  the  Income  Tax  to  be 
payable  quarterly.  Would  they  not  generally  prefer 
that  it  should  be  deducted  from  their  salaries  ?— I 
mean  deducted  quarterly  from  their  salaries. 

5758.  Would  it  not  be  a very  great  relief  to  the 
ladies  and  gentlemen  you  represent  that  the  taxation 
should  be  by  deduction  instead  of  their  having  to  find 
a sum  in  cash  at  stated  intervals?— Yes.  The  only 
objection  teachers  have  had  to  that  is  that  where  that 
has  been  done,  as  in  the  case  of  London,  they  have 
not  been  able  to  find  out  without  great  inquiries 
exactly  how  much  they  are  being  taxed  upon. 

5759.  The  tax  might  be  made  at  an  agreed  rate?— 
Quite  so. 

5760.  Even  if  it  were  made  throughout  the  school 
at  an  agreed  rate  there  might  be  some  re-arrangement 
afterwards  by  further  payment  or  by  return  ?— That 
is  done  in  London  now,  but  it  is  done  yearly  instead 
of  quarterly. 

5761.  Take  your  last  paragraph.  You  suggest  there 
should  be  a more  rapid  method  of  return?— Yes. 

5762.  Can  you  suggest  how  that  could  be  done? — 
No.  I think  we  say  at  the  beginning  of  our  evidence 
that  we  are  not  Income  Tax  experts. 

5763.  Perhaps  you  will  appreciate  that  the  diffi- 
culty is  not  an  absence  of  desire  but  the  difficulty  in 
devising  machinery? — Yes.  Since  we  sent  in  this 
evidence  I have  learnt  that  the  Commissioners  of 
Inland  Revenue  themselves  are  desirous  of  this. 

5764.  Mr.  Walker  Clark : On  what  ground  do  you 
suggest  that  the  teachers  should  have  an  allowance 
under  1 ( d ) for  room  and  office  on  the  same  lines  as  a 
clergyman  or  minister? — We  base  our  claim  on 
exactly  the  same  lines  as  a clergyman  or  minister : 
that  he  has  to  use  a room  in  his  house  as  an  office 
in  which  he  carries  on  his  studies,  prepares  his  ser- 
mons, and  so  on.  The  teachers  have  exactly  the  same 
kind  of  work  to  do.  They  do  not  prepare  sermons 
but  they  prepare  lessons. 
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5765.  But  they  have  an  opportunity  of  preparing 
those  lessons  at  the  school? — Oh,  no. 

5766.  None  at  all?— None  at  all.  Our  Union  has 
about  110,000  teachers  and  I should  think  there  are 
not  2,000  of  them  who  have  a moment  of  spare  time 
in  school  hours.  They  are  teaching  the  whole  time 
from  when  they  enter  the  school  until  when  they 
leave. 

5767.  But  after  lessons  are  over;  at  all  the  schools 
I am  connected  with  as  manager  we  set  apart  a room 
for  this  specific  purpose? — Then  I think  your  man- 
agers are  rather  more  generous  than  most  people. 

5768.  Where  such  a room  is  set  apart  by  the 
managers  you  do  not  suggest  that  there  should  be 
an  allowance  made  as  well? — No,  I do  not  want  a 
man  to  have  two  allowances  for  the  same  thing. 

5769.  We  provide  a room  for  this  specific  purpose 
in  the  schools  of  which  I am  a manager,  in  every  case, 
and  therefore  there  could  be  no  claim  for  our 
teachers?— None  whatever;  I quite  agree;  none  what- 
ever in  that  case. 

5770.  It  is  where  there  is  no  provision  made  by  the 
public  authority  or  by  the  managers  that  you  suggest 
this  allowance  should  be  made,  and  solely  there?— Yes, 
where  the  teacher  is  bound  to  have  a room  at  his 
house  for  that  purpose. 

5771.  I suppose  the  majority  of  teachers  live  in 
houses  that  are  not  of  a high  rent;  so  the  allowance 
would  not  be  a very  large  item ; £10  a year,  or  some- 
thing like  that  would  cover  it? — £10  a year.  It  is 
not  a serious  matter ; it  is  only  a matter  of  amour 
propre,  I suppose.  We  think  if  the  clergymen  get  it 
we  ought  to  get  it. 

5772.  In  reference  to  the  continuation  of  the 
children  allowance  up  to  18  you  said  that  attendance 
at  continuation  classes  reduced  the  earning  capacity 
of  the  child? — Yes. 

5773.  You  are  aware  that  attendance  at  continua- 
tion classes  has  to  be  done  in  the  time  of  the  em- 
ployer and  at  the  expense  of  the  employer  ? — Yes. 

5774.  There  is  a specific  clause  to  that  effect? — Yes, 
but  that  is  not  why  we  claim  abatement.  We  say 
that  if  the  employer  has  to  provide  this  education  as 
well  it  is  natural  that  the  wage  of  that  child  will  be 
less  than  it  would  be  had  it  been  employed  full  time. 

5775.  That  is  not  exactly  what  employers  have  told 

us? But  you  see,  I am  not  an  employer. 

5776.  Mr.  May : I think  you  said  that  some  of  your 
London  teachers  at  present  have  the  Income  Tax  on 
their  salaries  deducted  at  the  source? — All  of  them  in 
London. 

5777.  Do  they  independently  of  that  make  a return 
to  the  Revenue  of  their  income  from  all  sources?— 
They  have  not  done  so  until  this  year. 

5778.  How  thon  have  they  obtained,  in  the  cases 
where  they  are  married,  the  allowance  for  the  wife ; 
or  if  they  have  children  how  have  they  obtained  the 
allowance  for  their  children? — I do  not  know.  I am 
not  a London  teacher.  They  get  the  allowance  all 
right ; I know  that ; they  have  taken  care  of  that. 

5779.  Do  you  find  that  there  is  no  objection  on  the 
part  of  the  teachers  to  reveal  to  their  employers,  as 
distinct  from  the  Inland  Revenue,  the  whole  of  their 
income  from  all  sources? — I think  teachers,  like  other 
people,  are  of  all  classes.  Some  will  object  to  any- 
thing and  some  of  them  do  object  to  that  point. 

5780.  But  do  you  think  there  is  any  general  objec- 
tion to  make  a return  of  the  whole  of  their  income 
to  their  employers? — That  is  a point  I would  rather 
not  answer. 

5781.  Do  you  think  that  the  system  of  deducting 
their  Income  Tax  at  the  source  is  one  of  general 
application? — No.  It  only  refers  to  London.  London 
is  the  only  place  where  it  is  done. 

5782.  Suitable  for  general  application,  I mean? — 
If  the  deduction  were  limited  to  their  salary  I can 
see  no  possible  objection  anywhere. 
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5783.  Then  how  would  you  suggest  that  the  Revenue 
authorities,  on  the  one  hand,  should  obtain  the  exact 
return  that  they  demand  in  the  interest  of  the 
Revenue,  and  that  the  teacher,  on  the  other  hand, 
should  secure  the  necessary  abatement? — Could  not 
they  do  as  they  do  it  with  the  ordinary  Income  Tax 
payer:  send  him  a form  to  fill  up  for  his  other 
income. 

5/84.  In  that  case  what  would  be  the  advantage 
of  deducting  from  the  salary  at  the  source? — -The 
advantage  would  be  that  the  teacher  would  have  the 
tax  deducted  at  regular  intervals. 

5(85.  He  would  only  have  some  of  it  deducted  re- 
gularly. He  might  in  some  cases  have  other  payments 
to  make  or  in  other  cases  fresh  claims? — Yes,  but  the 
salary  would  be  the  bigger  proportion. 

5786.  You  think  that  would  be  a desirable  thing  for 
general  application? — Yes,  I think  they  would  wel- 
come it  if  the  deductions  from  their  salaries  were 
made  at  the  source. 

5787.  Mr.  Warren  Fisher : Arising  out  of  Mr. 
May’s  question,  is  it  not  the  case  that  the  employers 
of  the  teachers  are  public  authorities? — Yes. 

5788.  They  are  not  private  employers? — No. 

5789.  And  to  that  extent  teachers  are  like  servants 
of  the  Government — civil  servants,  soldiers  and 
sailors? — Yes. 

5790.  Your  view  is  that  there  would  be  advantage 
in  public  authorities'  who  employ  the  teachers  deduct- 
ing the  tax.  Is  your  proposition  a very  general 
one?  Would  you  say  that  it  would  be  desirable  in 
all  cases?  If  you  were  in  private  employment  would 
you  like  your  private  employer  to  know  about  your 
income  and  private  affairs? — I think  if  it  were  limited, 
as  I state,  to  the  deduction  from  the  salary  there 
would  he  nothing  private  about  it,  because  the  em- 
ployer would  know  the  salary  as  well  as  the  teachei 
himself. 

5/91.  But  is  it  not  the  case  that  before  the  proper 
amount  to  deduct  could  be  arrived  at,  all  the  reliefs 
would  have  to  he  taken  into  account? — Yes,  that  is 
so. 

5792.  And  other  income  not  from  the  employment, 
so  as  to  get  at  the  proper  rate;  and  could  not  the 
private  employer  construct  the  income  if  he  had  a 
little  arithmetical  knowledge? — I suppose  he  could. 

5793.  Do  you  draw  no  distinction  between  public 
employment  and  private  employment  in  your  view 
about  the  deduction  of  tax  from  salary? — My  evi- 
dence is  given  on  behalf  of  teachers.  Of  course,  I 
can  see  difficulty  about  the  case  of  a private  emplover 
naturally. 

5794.  The  other  point  I want  to  ask  you  about 
relates  to  the  room  used  as  an  office.  Is  it  not  the 
case  that  many  of  us  who  work  away  from  our 
homes  have  also  to  do  work  at  our  homes,  and  is 
there  any  reason,  if  the  teaching  profession  were  to 


get  a room  allowance  for  work  done  at  home,  why 
everybody  else  who  works  at  home  should  not  get  it? 
— I think  it  is  not  quite  so  similar  as  that.  The 
point  is  that  the  teacher  is  bound  to  do  his  work  at 
home.  People  who  have  offices  in  the  City  are  not 
bound  to  do  it  at  home;  they  have  an  office  there  to 
do  it  in,  and  it  is  their  own  choice  whether  they  do 
it  at  home  or  not.  The  teacher  must  do  it  at  home. 

5795.  Mr.  Walker  Clark : In  some  cases? — Except 
in  some  cases  like  yours  where  they  have  an  office. 

5796.  Mr.  Warren  Fisher : I do  not  want  to  press 
the  point,  but  assume  that  a person  does  work  at 
home  out  of  hours,  then  I suppose  yon  would  agree 
that  he  ought  to  have  an  allowance  for  the  use  to 
which  lie  puts  his  private  room? — Undoubtedly.  If 
the  principle  is  applied  to  one  section  for  that  pur- 
pose it  should  be  applied  all  round. 

5797.  Sir  E.  Nott-Bower : I would  like  to  ask  you 
one  question  with  regard  to  these  contributions,  on 
your  paragraph  2,  so  as  to  be  quite  sure  I under- 
stand it.  When  the  contributions  were  originally 
paid  they  were  paid  out  of  income  and  they  were 
allowed  as  a deduction? — Yes. 

5798.  They  were  allowed  as  a deduction  under  a 
contract,  not  under  the  terms  of  the  Income  Tax 
Acts.  I suggest  that  under  the  Income  Tax  Acts 
strictly  speaking  that  deduction  should  not  have 
been  made,  because  the  contributions  were  in  certain 
circumstances  returned.  Now  the  contributions  have 
been  returned.  The  contract  was:  “We  will  allow 
you  for  the  time  being  the  Income  Tax  on  the 
amount  of  your  contribution,  provided  that  if  that 
contribution  is  returned  to  you  you  shall  then  pay 
the  Income  Tax  applicable  to  that  contribution, 
which,  in  the  circumstances  which  have  happened, 
has  been  wrongly  allowed.”  Is  not  that  the  posi- 
tion ? — I do  not  think  that  is  so. 

5799.  I think  that  must  be  so ; I think  Mr.  Kerly 
said  that  he  would  not  regard  that  repayment  of 
contributions  as  income.  Neither  should  I.  But  I 
think  it  is  built  up  out  of  moneys  which  were 
exempted  from  tax  subject  to  the  express  contract 
that  if  they  were  ultimately  returned  the  tax  had 
to  be  paid? — I have  not  seen  any  contract  of  that 
kind.  The  superannuation  payments  were  allowed 
under  the  ordinary  saving  clause. 

5800.  I think  if  you  inquire  you  will  find  that 
mY  suggestion  is  correct;  at  any  rate,  I put  it  for- 
ward ? That  would  be  a very  interesting  fact  for 
us  to  know,  of  course. 

5801.  Chairman:  Perhaps  you  will  ask  Sir  Edmund 
Nott-Bower  about  it.  I think  he  is  probably  partly 
responsible  for  it? — I hope  he  is  not  responsible  for 
claiming  Income  Tax  on  these  returns. 

5802.  Thank  you  for  your  evidence. 
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TENTH  DAY, 

Thursday,  3kd  July,  1919. 


Present : 

LORD  COLWYN  (in  the  Chair). 


Mr.  BRACE. 

Sir  E.  E.  NOTT-BOWER. 

Sir  J.  S.  HARMOOD-BANNER. 
Sir  W.  TROWER. 

Mr.  WARREN  FISHER. 

Mr.  BIRLEY. 

Mr.  WALKER  CLARK. 


Sir  James  Martin,  Mr.  E.  Beieour,  and  Mr.  Percy  E 
Commerce,  called 

The  witnesses  handed  in  the  following  statements  as 
their  evidence-in-chief:  — 

Proof  of  evidence  to  be  submitted  by  Sir  James 
Martin  on  behalf  of  the  London  Chamber  of  Commerce 
on  July  3rd,  1919. 

5803.  (1)  I am  a Justice  of  the  Peace  for  the  County 
of  Surrey  and  a District  Commissioner  of  Taxes,  Chair- 
man of  "the  Council  of  the  London  Chamber  of  Com- 
merce (Incorporated)  and  of  its  Income  Tax  and  Ex- 
cess Profits  Duty  Committee,  a member  of  the  Execu- 
tive Council  of  the  Association  of  British  Chambers  of 
Commerce.  I am  a Fellow,  honorary  member  and 
adviser  to  the  Council  of  the  Society  of  Incorporated 
Accountants  and  Auditors,  and  I have  been  a partner 
for  37  years  in  the  firm  of  Martin,  Farlow  & Co., 
Incorporated  Accountants. 

5804  (2)  I desire  to  state  that  I am  giving  evidence 
on  behalf  of  the  London  Chamber  of  Commerce,  and 
that  I approach  the  subject  from  the  standpoint  of  the 
trade  and  commerce  of  the  City  of  London. 

5805.  (3)  The  Income  Tax  and  Excess  Profits  Duty 
Standing  Committee  of  the  Chamber  lias  examined  a 
large  number  of  criticisms  and  suggestions  sent  in  by 
members  of  the  Chamber — and  I might  say  that  the 
roll  of  members  now  exceeds  8,600 — and  after  very 
careful  and  lengthy  consideration,  has  requested  me 
to  bring  before  the  Commissioners  the  following 
points  : — 

Double  Income  Tax  ( within  the  Empire). 

5806.  (4)  I generally  support  the  evidence  already 
placed  before  the  Royal  Commission  by  Sir  Frederick 
Young  on  behalf  of  the  Association  to  Protest  against 
the  Duplication  of  Income  Tax  within  the  Empire. 

In  my  opinion,  no  British  subject  should  pay  more,  in 
Income  Tax,  than  the  highest  rate  in  any  one  part  of 
the  Empire.  The  difficulty  seems  to  be  the  question 
of  apportionment  of  the  taxpayer’s  payment  as 
between  the  Mother  Country  and  one  or  other  of  the 
Dominions.  This  difficulty  should  not  be  insuperable 
but  should  he  capable  of  adjustment  as  between  the 
Imperial  Government  and  the  Governments  of  India, 
the  Dominions  and  the  Crown  Colonies. 

Double  Income  Tax  ( income  from  foreign  countries). 

5807.  (5)  Speaking,  as  I have  already  mentioned, 
from  the  point  of  view  of  London,  I wish  to  say  that 
many  companies  and  firms  working  in  foreign 
countries  are  established  here  not  because  London  is 
the  headquarters  of  the  particular  trade  or  business 
but  because  the  necessary  capital  is  obtainable  m Lon- 
don. The  danger  is  the  formation  of  separate  com- 
panies for  each  component  part  of  the  business  in 
various  parts  of  the  world,  clearly  entailing  a very 
large  loss  of  revenue  to  the  Government.  The  atten- 
tion of  the  Commissioners  has  doubtless  been  drawn  to 
the  United  States  New  Revenue  Law,  1919,  section 
222,  from  which  I extract  the  following : — 

“ (a)  That  the  tax  computed  under  Part  II.  of 
this  title  shall  be  credited  with : 

(1)  In  the  case  of  a citizen  of  the  United 
StateB,  the  amount  of  any  income,  war- 


Mr.  KERLY. 

Mrs.  KNOWLES. 

Mr.  McLINTOCK. 

Mr.  MANVILLE. 

Mr.  GEOFFREY  MARKS. 

Mr.  MAY. 

Professor  PIGOU. 

I.  Reingantjm,  on  behalf  of  the  London  Chamber  of 
and  examined. 

profits  and  excess-profits  taxes  paid  during 
the  taxable  year  to  any  foreign  country, 
upon  income  derived  from  sources  therein, 
or  to  any  possession  of  the  United  States ; 
and 

(2)  In  the  case  of  a resident  of  the  United 
States,  the  amount  of  any  such  taxes  paid 
during  the  taxable  year  to  any  possession 
of  the  United  States;  and 

(3)  In  the  case  of  an  alien  resident  of  the 
United  States  who  is  a citizen  or  subject  of 
a foreign  country,  the  amount  of  any  such 
taxes  paid  during  the  taxable  year  to  such 
country,  upon  income  derived  from  sources 
therein,  if  such  country,  in  imposing  such 
taxes,  allows  a similar  credit  to  citizens  ot 
the  United  States  residing  in  such  country ; 
and 

(4)  In  the  case  of  any  such  individual 
who  is  a member  of  a partnership  or  a bene- 
ficiary of  an  estate  or  trust,  his  propor- 
tionate share  of  such  taxes  of  the  partner- 
ship or  the  estate  or  trust  paid  during  the 
taxable  year  to  a foreign  country  or  to  any 
possession  of  the  United  States,  as  the  case 
may  be.” 

Income  Tax  paid  by  non-residents  on  dividends  ol 
companies  domiciled  in  the  Lmted  Kingdom. 

5808.  (6)  Since  the  Act  of  1910  the  maximum  In- 
come Tax  rate  is  deducted  from  dividends  payable  to 
non-resident  shareholders  in  British  companies  j this 
is  the  case,  however  small  the  total  income  of  any  in- 
dividual from  the  United  Kingdom  may  be.  If  we 
wish  to  continue  to  attract  capital  to  the  country  as 
we  must  do,  we  should  so  arrange  that  the  non-resident 
is  not  in  a less  favourable  situation  than  the  resident 
There  should  be  machinery  whereby  the  non-resident 
may  make  a declaration  to  the  British  Consul,  or 
otherwise,  of  his  total  income  from  the  United  King- 
dom, in  order  that  he  may  be  in  a position  to  claim  a 
return.  The  point  is  one  of  very  special  importance 
at  the  moment. 

Income  Tax  on  the  profits  of  non-residents. 

5809.  (7)  By  section  31  (2)  of  the  Finance  Act  1915, 
agents,  or  representatives,  in  the  United  Kingdom  o 
non-residents  were  made  liable  for  the  Income  Tax ^ o 
the  non-resident  upon  the.  profits  resulting  from  the 
business  transacted  through  the  agent.  Brokers, 
general  commission  agents,  and  agents  not  being 
authorized  persons  carrying  on  no“'r®s  ^ents,  .reglji.-| 
agencies,  were  expressly  excepted  [sub-section  (b^ 
without,  however,  these  terms  being  defined.  L »m 
not  referring  to  agents  who  hold  stocks,  or  otherwis 
trade  in  such  manner  on  behalf  of  their  non-resi  en 
principals,  as  were  liable  under  the  Acts  of  1842  and 
1853. 
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5810.  (8)  Messrs.  E.  Bel  four  and  P.  Reinganum  will 
submit  detailed  evidence  upon  this  question  for  the 
Chamber,  and  I therefore  desire  simply  to  express  the 
decided  opinion  that,  unless  the  law  as  it  stands  at 
present  is  modified,  the  business  of  the  agent  will 
necessarily  be  closed  up,  as  the  non-resident  invariably 
considers  himself  outside  the  jurisdiction  of  the 
British  taxing  authority,  and  will  not  pay  the  sums 
demanded;  the  business  will  thereafter  be  done  direct, 
e.g.,  by  correspondence  or  by  means  of  travellers,  who 
will  not  be  subject  to  any  restrictions.  The  gentle- 
men mentioned  above  will  refer  principally  to  the 
effect  of  the  present  position  on  agents  in  the  textile 
and  allied  trades,  but  the  foregoing  remarks  are  in- 
tended to  apply  to  agents  in  all  trades  in  which  the 
business  is  carried  on  on  similar  lines. 

Evasion  of  Income  Tax  and  Super-tax. 

5811.  (9)  There  can,  I submit,  be  no  doubt  that 
under  existing  conditions  a large  number  of  persons 
liable  to  Income  Tax  either  evade  payment  of  the  tax 
altogether,  or  make  improper  or  insufficient  returns 
on  the  ground  that  they  do  not  keep  books  of  account. 
The  result  of  this  evasion  is  that  the  Revenue  loses  a 
large  sum  annually,  and  those  companies,  firms,  and 
individuals  who  keep  proper  books  of  account  are 
penalized,  as  necessarily  they  suffer  by  having  to  pay 
at  a higher  rate  than  would  otherwise  be  necessary 
to  meet  the  national  expenditure. 

5812.  (10)  As  to  the  class  of  persons  who  evade  pay- 
ment of  tax,  generally  by  having  no  fixed  place  of 
abode  where  they  can  he  assessed,  I must  leave  a 
remedy  to  be  found  by  the  Royal  Commission  and  the 
Inland  Revenue  authorities. 

5813.  (11)  So  far  as  traders  are  concerned,  I sug- 
gest that  it  should  be  incumbent  upon  all  persons 
engaged  in  trade  or  business  to  keep  such  books  of 
account  as  are  usual  and  proper  in  the  business  carried 
on,  and  as  will  sufficiently  disclose  the  business  trans- 
actions and  financial  position,  either  from  the  date  of 
the  commencement  of  the  business  or  for  a period  of 
not  less  than  three  years.  I see  no  reason  for  exempt- 
ing farmers  from  keeping  books  of  account.  That 
farmers  do  not  as  a rule  keep  books  of  account  is  detri- 
mental to  the  whole  nation.  I notice  from  a report  in 
the  “ Times  ” of  June  4th  that  Mr.  Wilfrid  Buckley, 
of  the  Ministry  of  Food,  stated  “ that  not  one  farmer 
in  a hundred — probably  not  one  in  a thousand — knows 
what  it  costs  him  to  produce  milk,  and  there  is  a 
serious  danger  that  the  constant  cry  that  is  being 
dinned  into  the  farmers’  ears,  in  some  instances  by 
people  who  are  not  farmers,  but  who  have  axes  to 
grind,  may  cause  men  who  are  producing  milk  at  an 
adequate  profit  to  believe  that  they  are  working  at  a 
loss,  and  consequently  give  up  their  herds.”  I myself 
have  heard  of  cases  of  farmers  who  carry  on  other 
business  besides  that  of  farming,  and  it  is  an  incentive 
to  dishonesty  where  a man  is  compelled  to  make  a 
return  for  Income  Tax  for  one  part  of  his  business 
transactions  only  and  not  for  another. 

5814.  (12)  In  regard  to  the  keeping  of  books  by  all 
pei  sons  engaged  in  trade  or  business,  I need  only  quote 
what  Lord  Esher  said  in  the  case  of  Ex  p.  Campbell, 
Re  Wallace  (1885),  i.e.,  that  a trader  who  did  not  keep 
books  was  carrying  on  business  with  an  utter  disregard 
of  the  interest  of  anyone  but  himself.  Of  course, 
it  is  well  known  that  in  some  Continental  countries 
traders  are  compelled  to  keep  certain  regulation  books. 

5815.  (13)  It  is  also  urged  by  many  members  of  my 
Chamber  that  it  should  be  incumbent  on  traders  to 
present  accounts  prepared  from  the  books  duly  audited 
by  qualified  accountants,  but  I prefer  to  ask  what  I 
think  Parliament  should  grant  without  question, 
leaving  it  to  other  witnesses  to  amplify  the  proposal 
if  they  consider  it  in  the  interests  of  the  Revenue 
to  do  so. 

Depreciation. 

5816.  (14)  I have  had  before  me  the  statement 
respecting  the  allowance  for  wear  and  tear  and 
obsolescence  of  plant  and  machinery,  &c.,  issued  by 
the  Board  of  Inland  Revenue  (Cd.  9134/1918). 


(a)  Buildings. 

In  the  statement  mentioned  the  owner-occupier  of 
trade  premises  is  allowed  to  deduct,  in  the  case  of 
mills,  factories  or  other  similar  premises,  the  whole 
of  the  annual  value  in  computing  his  assessment 
under  Schedule  D.  I consider  the  limitation  to  mills, 
factories  or  other  similar  premises  is  unsatisfactory, 
and  that  the  allowance  should  be  extended  to  all 
premises  in  which  trade  or  business  is  being  carried 
on. 

Incidentally,  I may  remark,  that  the  allowance  of 
one-sixth  for  repairs  is  far  from  sufficient  under 
present  circumstances.  This  should  be  increased  to 
one-fifth. 

(b)  Plant  and  machinery. 

While  it  is  true  that  a schedule  of  agreed  rates 
of  depreciation  has  been  made  in  connection  with 
certain  industries,  they  are  only  a small  percentage 
of  the  whole.  My  view  is,  that  the  Chambers  of  Com- 
merce should  be  asked  to  group  all  the  trades  in  the 
country  and  to  agree  the  grouping  with  the  Board 
of  Inland  Revenue.  Rates  of  depreciation  should 
then  be  settled  between  the  Board  of  Inland  Revenue 
and  the  respective  industries  as  grouped.  In  the 
event  of  failure  to  agree  in  any  particular  cases,  it 
should  be  referred  to  the  Board  of  Referees  under 
the  provisions  of  the  Finance  Act,  1918,  section  24, 
and  the  agreements  or  decisions  arrived  at  should  be 
binding  on  the  respective  parties  for  a fixed  period, 
unless  some  unforeseen  event,  such  as  the  recent  war, 
should  necessitate  a re-opening  in  any  particular  class. 
I do  not  think  that  these  agreed  rates  of  depreciation 
should  be  subject  to  the  concurrence  of  the  respective 
bodies  of  Income  Tax  Commissioners.  In  my  opinion, 
the  District  Commissioners  are  not  a very  satisfactory 
body  for  settling  questions  of  depreciation,  which 
often  tax  the  knowledge  and  experience  of  the 
Commissioners  of  Inland  Revenue  and  professional 
accountants. 

Items  which  should  be  allowed  for  Income  Tax 
purposes. 

5817.  (15)  I desire  to  urge  that  the  following  items 
should  be  allowed  as  a charge  against  profits  for  In- 
come Tax  purposes:  — 

(a)  Accidental  losses  not  covered  by  insurance. 

I desire  to  mention  two  specific  cases 
under  this  heading.  The  first  is  that  of 
the  trader  who  does  not  insure  against  fire. 
The  loss  of  stock-in-trade  is,  of  course,  a 
charge,  but  not  so  the  loss  of  buildings,  on 
the  ground  that  such  represent  capital.  I 
submit  that  in  such  circumstances  a loss  of 
this  nature  ought  to  be  allowed  as  a charge 
or  there  should  be  an  annual  allowance  of 
an  amount  equal  to  the  market  rate  of 
insurance  on  similar  property.  I have  in 
my  mind  an  actual  case  where  the  owner 
of  a sawmill  has  always  adopted  the  prac- 
tice of  taking  the  risk  himself. 

The  second  case  is  that  represented  by 
the  flock  mill,  the  risk  in  connection  with 
which  is  so  great  that,  in  some  cases  at 
any  rate,  no  Insurance  Company  will 
accept  the  risk.  This  is  a special  case  of 
hardship  which  I submit  should  receive 
the  consideration  of  the  Commission.  I 
have  an  actual  case  of  a mill  situate  in 
London  in  mind,  which  was  in  fact  burnt 
down  not  so  long  since. 

(l>)  Cost  of  removal  of  a business  from  one  place 
to  another. 

(c)  Loss  on  transfer  from  war  to  peace  con- 

ditions. 

(d)  Depreciation  of  patents. 

(e)  Preliminary  expenses  of  joint  stock  com- 

panies. 

(/)  Legal  costs  in  connection  with  lease  of  busi- 
ness premises. 
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( g ) Single-premium  Life  Assurance  payments 
should  be  allowed  as  a deduction  up  to 
one-sixth  of  a taxpayer’s  total  income,  in 
the  same  way  as  when  the  premiums  are 
payable  by  annual  instalments. 

(It)  Subscriptions  to  bona  fide  trade  and  com- 
mercial associations. 


Apportionment  of  rent,  rates,  etc. 

5818.  (16)  The  apportionment  of  one-third  of  rent, 
rates,  etc.,  to  the  personal  account  of  a proprietor 
when  he  resides  on  the  business  premises  should  be 
modified  when  it  operates  unfairly.  In  existing 
circumstances  this  is  not  permissible. 

Assessment  in  respect  of  employments. 

5819.  (17)  The  provisions  of  tax  in  respect  of 
employments  require  to  be  re-cast  and  Schedules  D and 
E revised.  It  is  anomalous  that  a person  should  be 
taxed  under  E if  employed  by  a company  and  under  D 
if  employed  by  an  individual  or  firm.  The  anomaly 
has  been  so  far  recognized  that  certain  classes  of  em- 
ployees of  companies  are  allowed  by  the  authorities  to 
be  assessed  on  a three  years’  average  as  under  Schedule 
D.  On  the  other  hand,  where  there  has  been  a change 
of  employment  and  one  employment  has  been  under 
Schedule  D and  another  under  Schedule  E,  the 
average  is  sometimes  refused.  All  employments 
should  be  brought  under  one  Schedule  and  all  should 
be  treated  alike  as  regards  three  years’  average. 

Businesses  which  entail  the  holding  of  securities. 

5820.  (18)  Section  33  of  the  Income  Tax  Act,  1918, 
permits  of  repayment  of  Income  Tax,  deducted  at  the 
source,  on  the  profit  arising  from  investments  entered 
into,  in  the  course  of  business,  by  a u life  insurance 
business,  or  any  company  whose  business  consists 
mainly  in  the  making  of  investments,  and  the  prin- 
cipal part  of  whose  income  is  derived  therefrom,  or 
any  savings  bank  or  other  bank  for  savings.”  There 
are  many  businesses  outside  those  expressly  named 
which  regularly  invest  funds  as  a part  of  the  business, 
and  where  Income  Tax  deducted  at  the  source  on  the 
yield  from  such  investments  exceeds  the  actual  pro- 
fits of  the  business  it  is  impossible,  as  the  law'  stands 
at  present,  to  obtain  a return  of  the  difference  be- 
tween the  Income  Tax  payable  on  the  actual  profits 
of  the  business  and  the  Income  Tax  deducted  at  the 
source  in  connection  with  the  investment.  In  effect, 
the  Revenue  authorities  take  advantage  of  the  exist- 
ing mechanism  actually  to  impose  taxation. 

Income  Tax  on  married  persons. 

5821.  (19)  This  question,  which  I agree  presents 
many  difficulties,  is  of  interest  to  the  commercial  com- 
munity in  that,  for  example,  the  single  assessment 
frequently  brings  the  total  income  just  over,  say,  the 
£1,000  limit,  thus  necessitating  payment  of  Income 
Tax  at  a higher  rate.  I submit  that  ample  case  has 
been  made  out  for  relief  of  some  kind,  and  by  way 
of  a practical  proposal  I suggest  that  while  the 
income  of  husband  and  wife  continue  to  be  assessed 
jointly,  the  wife’s  income  should  also  be  subject  to 
abatement,  in  other  words,  that  a separate  abatement 
should  be  allowed  on  each  income. 

Notice  of  appeal  against  assessment. 

5822.  (20)  At  present  the  period  of  time  during 
which  notice  of  appeal  can  be  lodged  is  21  days. 
Whilst  fully  appreciating  the  difficult  situation  which 
would  ensue  were  the  taxpayer  given  a considerable 
period  of  time,  I submit  that  21  days  is  insufficient,  as 
there  are  many  causes  ydiich  might  prevent  a taxpayer 
from  actually  receiving  the  assessment  until  the  period 
has  elapsed;  I suggest  that  six  weeks  would  be  a 
reasonable  period. 


Payment  of  directors’  fees  “ free  of  Income  Tax." 

5823.  (21)  I desire  to  support  on  behalf  of  the 
Chamber  the  following  recommendation  contained  in 
the  report  of  the  Committee  on  the  amendment  of  the 
law  under  the  Companies  Acts,  1908  to  1917  : — 

“ We  have  learned  that  there  exists  a practice  in 
some  companies  of  making  the  payments  to  directors 
qua  directors  free  of  Income  Tax,  including  Super-tax. 
Assume  that  a director’s  fees  are  to  be  £100  a year 
free  of  Income  Tax  and  Super-tax.  The  additional 
sum  which  he  in  fact  is  paid  by  reason  of  his  being 
relieved  of  Income  Tax  is  a sum  not  fixed  but  varying 
according  to  what  his  aggregate  income  from  all 
sources  may  be.  The  rate  demandable  from  him  for 
Income  Tax  may  be  6s.  in  the  pound  or  may  be  some 
less  sum.  Further  (and  this  is  the  mischief  at  which 
we  point  in  particular)  the  Super-tax  of  which  he  is 
relieved  may  vary  in  a very  much  larger  degree.  If  his 
aggregate  income  is  small  there  may  be  no  Supertax 
demandable  at  all.  If  it  be  large  the  Super-tax  may 
be  4s.  6d.  'in  the  pound.  The  payments  which  the 
directors  receive  should  be  of  an  amount  openly 
stated  and  plainly  known  without  any  necessity  of 
computation  to  every  member  of  the  company.  The 
sums  payable  to  directors  are  in  some  cases  large,  so 
that  the  additional  sum  due  to  relief  at  the  expense 
of  the  company  from  Income  Tax  and  Super-tax  may 
be  substantial.  The  shareholders  ought  to  know 
what  the  directors’  remuneration  is.  We  recommend 
that  payment  to  directors  free  of  Income  Tax  or  of 
Super-tax  shall  be  forbidden.” 

Co-operative  Societies. 

5824.  (22)  I am  aware  that  the  question  of  making 
organisations  trading  under  the  Industrial  and  Provi- 
dent Societies  Act,  1893,  liable  for  Income  Tax  is  de- 
batable. I think  it  may  be  admitted,  however,  that 
when  such  societies  were  made  immune  it  was  not  the 
intention  to  allow  them  to  trade  with  the  general 
public,  as  they  do  to  a considerable  extent,  in  competi- 
tion with  traders  who  have  to  pay  Income  Tax.  The 
high  rate  of  tax  brought  about  by  the  war  has  neces- 
sarily emphasized  the  injustice  to  the  latter.  I believe 
it  to  be  a fact  also  that  during  the  war  the  Co-operative 
Societies  have  obtained  large  Government  contracts, 
a branch  of  business  which  is  clearly  outside  the  scope 
of  operations  originally  contemplated.  I submit 
accordingly  that  the  situation  is  entirely  unfair  to 
the  private  trader  and  that  the  case  would  be  met 
by  making  liable  to  Income  Tax  such  Co-operative 
Societies  as  trade  with  anyone  outside  their  registered 
list  of  members. 

Official  forms. 

5825.  (23)  The  official  forms  should  clearly  indicate 
that  it  is  at  the  option  of  the  taxpayer  to  send  his  In- 
come Tax  return  to  an  Inland  Revenue  official  instead 
of  to  the  local  Assessor,  and  that  in  such  case  the 
figures  should  not  come  under  the  observations  of  the 
Assessor.  At  present  the  form  states  that  the  tax- 
payer has  to  elect  to  be  assessed  by  the  District  Com- 
missioners under  a letter  or  by  the  Special  Commis- 
sioners if  he  does  not  desire  to  send  in  his  return  to 
the  local  Assessor. 

Exemption,  abatement  and  relief. 

5826.  (24)  The  Council  of  the  London  Chamber  of 
Commerce,  on  June  12tli,  passed  the  following  resolu- 
tion and  authorized  me  to  communicate  its  terms  to 
the  Royal  Commission  : — 

That  any  readjustment  of  the  Income  Tax  in 
connection  with  the  lowest  scale  of  earned  incomes 
should  be  based  upon  the  cost  of  living  from  time 
to  time.  _ 

It  is  not  desired  by  the  Council  to  interfere  with  the 
discretion  of  the  Chancellor  of  the  Exchequer  in 
placing  his  Budget  before  Parliament,  nor  with  the 
free  exercise  of  the  privilege  of  the  House  of  Com- 
mons to  impose  taxation  in  such  manner  as  may  be 
considered  expedient.  At  the  same  time  it  appears  to 
the  Council  of  the  Chamber  that  as  the  Income  lax 
must  be  regarded  as  part  of  the  permanent  scheme  for 
raising  the  necessary  national  revenue  in  peace  as 
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well  as  in  war,  certain  principles  must  be  recognized. 
At  the  present  time  every  individual  whose  income 
exceeds  £130  is  liable  to  taxation,  subject  to  abatement 
and  relief  as  set  forth  in  Part  III.  of  the  Income  Tax 
Act,  1918.  It  does  not  appear  to  my  Council  that,  in 
fixing  the  limit  of  income  for  taxation  at  £130,  regard 
has  been  paid  to  the  fundamental  point  contained  in 
the  resolution.  There  is  admittedly  a limit  below 
which  taxation  should  not,  and,  in  effect,  cannot  be 
imposed,  and  if  the  State  disregard  this  fact,  then 
either  discontent  must  be  engendered  or  employers  or 
others  must  give  to  the  person  taxed  the  wherewithal 


to  pay,  that  is  to  say,  they  must  make  up  the  differ- 
ence. But  when  Parliament  has  decided  the  limits  of 
taxation,  either  on  profits  or  wages,  with  due  regard 
to  the  principle  I have  enunciated,  then  the  Govern 
ment  must  impartially  administer  the  law  amongst  all 
classes  of  His  Majesty’s  subjects  and  ensure  that  every 
person,  whether  engaged  in  trade  or  commerce  or 
otherwise,  shall  bear  the  burden  which  has  been  fairly 
imposed  upon  him. 

[This  concludes  the  cvidence-in-chief  of  Sir  James 
Martin .] 


Evidence  of  Mr.  E.  Belfour. 


5827.  (1)  My  firm  is  one  of  a large  body  of  agents  in 
the  textile  and  allied  trades  employed  by  foreign 
manufacturers,  and  remunerated  solely  by  commission 
on  their  sales.  The  methods  of  carrying  on  the 
business  by  my  firm  are  representative  of  the  general 
practices  of  this  trade. 

At  the  present  time  my  firm  is  employed  as  their 
agent  by  six  foreign  manufacturers ; two  each  in 
France,  Italy  and  Switzerland,  and  by  one  in  England. 
In  some  cases  my  firm  has  a written  contract  for  a 
stated  period,  petting  forth  the  conditions  of  the  re- 
presentation. In  other  cases  there  is  no  written  con- 
tract, and  the  representation  would  then  be  worked 
according  to  the  usages  of  the  trade,  terminable  by 
three  months’  notice  from  either  side.  In  some  cases 
the  conditions  of  the  representation,  either  written  or 
verbal,  cover  the  whole  of  the  United  Kingdom  and 
British  Dominions ; in  others  the  United  Kingdom 
only;  in  others  the  representation  is  for  London  only, 
and  in  others  for  London  and  the  Dominions.  In 
some  cases  the  representation  is  only  given  for  certain 
specified  articles  of  the  foreign  manufacturers’  pro- 
duction; in  others  for  the  entire  production  when  ex- 
ported to  the  United  Kingdom;  in  others  for  only  such 
of  the  exports  to  the  United  Kingdom  as  my  firm  has 
been  able  to  influence. 

All  these  forms  of  working  the  business  are  governed 
by  the  following  conditions : — 

(a)  all  orders  solicited  and  received  by  my  firm 

are  subject  to  being  accepted  or  refused  by 
the  foreign  manufacturer. 

(b)  payments  are  made  direct  to  the  foreign 

manufacturer  by  crossed  cheques  to  their 
order,  or  sometimes  handed  to  my  firm  to  be 
forwarded  to  the  manufacturer  abroad. 

(c)  the  goods  are  sent  direct  to  the  purchaser,  ex- 

cept occasionally  when,  for  economy  of  pack- 
ing, a case  of  small  deliveries  is  sent  to  my 
firm  for  distribution. 

(d)  no  stock  is  kept  by  any  of  these  foreign 

manufacturers  in  this  country. 

(e)  there  is  no  name  of  any  of  these  foreign 

manufacturers  on  the  doorplates  or  in  any 
directory. 

My  firm  has  no  financial  connection  with  any  of 
these  manufacturers.  It  pays  its  own  rent,  staff,  and 
outgoings  out  of  commission  received,  which  varies 
from  2 per  cent,  to  3 per  cent,  on  the  turnover  passing 
through  its  hands,  according  to  the  terms  of  the  repre- 
sentation agreed  upon. 

5828.  (2)  This  class  of  business  is  therefore  what 
Mr.  McKenna,  during  the  debates  in  the  House  of 
Commons  on  section  31  of  the  1915  Finance  Act 
(Hansard,  17 th  November,  1915,  column  1,895),  called 
that  of  a bona  fide  agent,  who  sells  to  English  firms  at 
the  true  price  of  the  foreign  manufacturer,  i.e.,  with- 
out making  a further  profit  in  this  country  on  the 
manufacturing  price.  And  as  regards  the  non- 
resident : — 

(a)  his  acts  are  limited  to  exports  to  this 

country. 

( b ) he  does  not  carry  on  a trade  within  this 

country. 

(c)  there  is  no  further  profit  added  to  the  goods 

in  this  country  beyond  that  made  at 
the  place  of  production. 


5829.  (3)  Under  these  conditions  of  trading  the 
textile  agents  of  non-resident  manufacturers  have, 
during  the  past  sixty  years,  starting  from  the  Treaty 
of  Commerce  with  France  in  1860,  built  up  an 
extensive  business  in  this  country. 

They  have  promoted  with  the  British  wholesale  dis- 
tributing houses  the  importation  of  many  articles 
which  have  not  been  made,  and  still  are  not  made,  in 
this  country.  They  have  provided  the  raw  materials 
for  the  British  manufacturing  industries  of  such 
articles  as  ladies’  and  children’s  dresses,  under- 
clothing, millinery  goods,  umbrellas,  ties,  &c.  These 
industries  have  grown  to  very  large  proportions  owing 
to  the  facilities  granted  of  buying  at  manufacturers’ 
prices,  and  on  credit  from  non-resident  firms  granted 
on  the  recommendations  of  the  agents,  and  these 
facilities  have  enabled  these  British  manufacturers  to 
cater  not  only  for  home  consumption  but  for  export 
sale  all  over  the  world. 

There  is  also  a large  transhipment  trade  to  our 
Dominions  and  to  many  foreign  countries,  which  has 
been  created  and  centralized  here  by  the  British 
agents. 

All  this  vast  import  and  transhipment  trade  has 
been  developed  and  has  grown  up,  based  on  methods 
of  trading  akin  to  those  of  my  firm,  entirely  un- 
troubled by  any  suspicion  that  beyond  the  Income 
Tax  on  their  commission  earnings,  which  the  agents 
have  always  paid,  they  were  also  liable  for  Income 
Tax  on  profits  alleged  to  be  made  here  by  their  foreign 
manufacturers. 

My  firm  has  existed  for  40  years,  and  no  such 
demand  has  ever  been  put  forward  on  it  until  last 
year — 1918.  Even  to-day,  out  of  100  agents  99  do 
not  know  anything  about  such  a liability,  and  would 
repudiate  any  suggestion  that  they  can  be  made  liable 
to  be  ruined  by  a demand  for  large  sums  of  money 
alleged  to  be  due  by  their  foreign  manufacturers, 
over  whom  they  have  absolutely  no  control,  therefore, 
no  means  of  recovering  from  them. 

5830.  (4)  And  yet  the  incredible  has  happened.  The 
Board  of  Inland  Revenue  maintains  now,  in  defiance 
of  the  statement  made  in  the  Committee  of  the  House 
of  Commons  of  the  object  of  section  31,  that  sub- 
section 2 of  section  31 : — 

“ A non-resident  person  shall  be  chargeable  in 
respect  of  any  profits  or  gains  arising,  whether 
directly  or  indirectly,  through  or  from  any 
branch,  factorship,  agency,  receivership,  or 
management,  and  shall  be  so  chargeable  under 
section  41  of  the  Income  Tax  Act,  1842,  as 
amended  by  this  section,  in  the  name  of  the 
branch,  factor,  agent,  receiver,  or  manager.” 
is  entirely  a new  charging  section.  Further,  that  it 
abrogates  the  fundamental  principle  of  only  taxing 
profits  on  trade  exercised  within  the  United  Kingdom 
laid  down  in  the  Acts  of  1842  and  1853,  and  that, 
therefore,  a non-resident  who  exports  to  this  country 
through  a resident  agent  here  irrespective  of  whether 
the  non-resident  can  be  held  to  carry  on  a trade 
within  this  country  or  no,  is  liable  for  Income  Tax 
and  Excess  Profits  Duty  on  the  profits  alleged  to 
be  made  on  these  imports.  The  Inland  Revenue 
maintain  that  the  words  “ directly  or  indirectly  ” 
mean : — 

“ directly  ” — profits  arising  to  the  non-resident 
from  a branch  in  the  United  Kingdom; 

“ indirectly  ” — profits  arising  to  the  non-resident 
from  a resident  agent; 


MINUTES  OE  EVIDENCE. 


289 


3 July . 1919.] 


Mr.  E.  Belfour. 


[Continued. 


whereas  these  words  were  inserted  to  catch,  a certain 
class  of  collusive  trade  carried  on  within  the  United 
Kingdom  by  a resident  agent  for  account  of  the  non- 
resident which  this  section  was  aiming  at. 

The  Inland  Revenue  further  maintain  that  as 
regards  the  exemption  of  brokers  and  general  com- 
mission agents  under  sub-section  6,  the  textile  agents, 
although  they  have  no  authority  from  the  non-resi- 
dents to  aot  in  any  essential  thing,  are  “ authorized 
persons  carrying  on  the  non-resident’s  regular 
agency  ” and  are  not  protected  by  sub-section  6. 

5831.  (5)  Worse  as  regards  the  textile  agents  and 
their  business  remains  to  be  told. 

In  January,  1919,  the  Italian  manufacturer  of  one 
of  (the  textile  agents,  which  manufacturer  had  been 
exporting  through  the  agent  for  upwards  of  12  years, 
was  suddenly  assessed  to  Income  Tax  on  an  entirely 
imaginary  basis. 

This  manufacturer  refused  to  acknowledge  any 
jurisdiction  of  the  British  fiscal  authorities  or  to 
allow  his  agent  to  render  any  information,  and  warned 
the  agent  that  he  would  not  be  responsible  for  any 
payment  of  tax  whatsoever.  In  these  circumstances 
the  agent  appealed  before  the  Special  Commissioners 
against  the  assessment  on  himself,  on  the  grounds 
that  the  foreigner  was  not  carrying  on  trade  within 
the  United  Kingdom,  and  that  he  was  himself  ex- 
empted as  commission  agent  under  sub-section  6. 
The  Board  of  Inland  Revenue  pleaded  that,  although 
the  non-resident  had  not  been  liable  for  taxation 
under  the  Acts  of  1842  and  1853,  the  Act  of  1915, 
section  31,  had  now  made  him  liable  and  that  the 
resident  agent  was  chargeable  in  his  place.  The  Com- 
missioners gave  their  decision  in  favour  of  the  Inland 
Revenue.  As  the  non-resident  refuses  to  acknowledge 
any  liability  or  any  jurisdiction  in  Italy  of  the  British 
courts,  and  the  agent  has  no  control  over  him,  the 
agent  is  made  liable  for  a sum  of  over  £8,000  for 
Income  Tax  and  Excess  Profits  Duty  (the  demand  for 
which  will  certainly  follow)  on  this  arbitrary  assess- 
ment, and  this  will  mean  the  agent’s  ruin. 

In  this,  as  in  all  other  cases  of  which  I am  speak- 
ing, the  business  is  really  carried  on  abroad.  But  the 
non-resident  as  an  episode  sells  through  the  com- 
mission agent  in  this  country. 

5832.  (6)  As  a consequence  of  this  decision  the  tex- 
tile agents  are  faced  with  a very  serious  situation. 
As  regards  themselves,  unless  they  can  have  the  pro- 
tection of  sub-section  6,  they  are  exposed  to  a liability 
for  account  of  their  non-resident  employers  far  ex- 
ceeding the  commission  they  earn  from  them. 

As  regards  the  non-resident’s  exports  to  this 
country,  as  the  Board  of  Inland  Revenue  seeks  to 
discriminate  against  the  non-resident  exporter  who 
employs  a resident  agent  in  favour  of  one  who  does 
not  employ  a resident  agent,  it  is  manifest  the 
resident  agent’s  business  must  disappear.  The  non- 
resident will  cater  for  this  market  by  sending 
travellers  over  here,  by  correspondence,  or  by  trading 
through  commission  houses  in  the  places  of  produc- 
tion abroad.  The  disappearance  of  the  resident 
agent  would  mean  a great  curtailment  of  the  facilities 
given  to  the  British  manufacturers  referred  to  in 
paragraph  3,  and  would  lead  to  the  complete  extinc- 
tion of  the  transhipment  trade  referred  to  therein. 
In  this  way  the  Act  defeats  its  own  end.  The 
Revenue  gets  no  tax,  and  the  agent  here  is  deprived 
of  his  business  at  a time  when  it  is  urgent  that 
everyone  in  this  country  should  earn  as  much  profit 
as  possible. 

5833.  (7)  In  the  hearing  of  the  case  above  referred 
to  in  January  last,  the  Special  Commissioners  in  giv- 
ing their  judgment  in  favour  of  the  Crown  referred  to 
section  3i  of  the  1915  Act  as  “ a rambling  section  of 
uncertain  meaning,”  but  the  United  Agents’  Com- 
mittee of  the  London  Chamber  cf  Commerce  and  the 
Manufacturers’  Agents’  Association,  for  whom  I am 
privileged  to  speak,  maintain  that  it  hits  and  will 
ruin  the  textile  agents  by  reason  of  the  section  hav- 
ing failed  to  bring  textile  agents  and  the  like  within 
the  exemption  of  sub-section  6,  which  exempts  brokers 
and  commission  agents. 


Reference  to  what  passed  in  the  Committee  of 
the  House  of  Commons  when  section  31  was  under 
discussion  will  confirm  this  view  that  such  exemption 
was  intended. 

As  regards  sub-section  2 which  the  Board  of  Inland 
Revenue  say  is  an  entirely  new  charging  section, 
Mr.  McKenna,  in  introducing  the  clause,  said,  on 
17th  November,  1915  (Hansard,  column  1870),  that 
the  object  of  the  new  clause  was  to  deal  with  such 
cases  as  a foreign  firm  having  a British  branch, 
this  branch  being  the  mere  creature  of  the  foreign 
firm,  and  not  being  allowed  to  make  profits,  so  the 
whole  profit  of  the  purely  British  trade  inured  to  the 
benefit  of  the  foreign  firm,  which  thus  escaped 
taxation  made  on  the  profits  in  this  country.  Mr. 
McKenna  said  that  all  he  intended  by  this  clause 
was  to  deal  with  cases  of  this  sort. 

(This  proves  that  this  is  not  a new  charging  section 
but  one  merely  extending  the  machinery  of  the  Acts 
of  1842  and  1853  in  order  to  hit  collusive  arrange- 
ments which  had  been  discovered  between  non- 
residents and  residents.) 

On  17th  November  (column  1870)  Mr.  Duke  said: 

“ I think  that  the  Committee  would  agree  with  the 
Board  of  Inland  Revenue  and  the  Chancellor  of  the 
Exchequer  in  insisting  on  the  principle  that  if 
profits  are  earned  in  this  country  by  business  carried 
on  in  this  country,  those  profits  are  a subject  of  fair 
taxation  here.  The  difficulty  has  arisen  as  I think 
by  the  presence  in  this  clause  of  language  which  by 
itself  suggests  that  an  agency  existing  in  this  country 
without  a business  established  in  this  country,  shall 
render  a foreign  principal,  who  has  not  a business 
here  but  merely  employs  an  agent,  liable  to  be  taxed 
in  this  country  though  he  is  a foreign  principal  and 
is  not  doing  anything  more  than  employing  an  agent. 

I listened  to  what  the  right  hon.  Gentleman  said  the 
last  time  when  he  laid  such  emphasis  upon  the  action 
of  businesses  existing  here,  but  having  no  one  here 
who  was  subject  to  taxation  under  the  Income  Tax. 
That  was  the  difficulty  with  which  he  was  proposing 
to  deal;  but  if  I understood  him  properly,  he  was 
not,  by  these  words  of  precaution  and  definition  in 
section  1 (a)  of  his  new  clause,  aiming  at  the  large 
class  of  most  valuable  and  delicate  businesses  which 
it  is  the  object  of  the  speeches  which  we  have  heard 
this  afternoon  to  safeguard.” 

Sir  F.  Banbury : “ Suppose  the  clause  goes  through 
in  that  form,  and  my  honourable  and  learned  friend 
was  called  upon  to  interpret  it  in  a court  of  law, 
would  he  not  give  the  interpretation  which  he  has 
himself  just  put  upon  them?  ” 

Mr.  Duke  : “I  must  confess  when  I read  this  clause 
that  it  seems  to  me  that  it  would  be  exceedingly  likely 
that  the  officers  of  Inland  Revenue  would  propose  to 
tax  agency  business — business  which  may  be  done 
through  an  agent.  But  I do  not  gather  that  that  is 
the  object  in  view.” 

Mr.  McKenna  assented. 

5834.  (8)  As  regards  the  agent,  it  is  abundantly 
clear  from  the  debates  that  no  change  from  his 
position  under  the  Acts  of  1842  and  1853  was  in- 
tended unless  it  could  be  proved  that  a collusive 
arrangement  had  been  made  between  the  agent  and 
the  foreign  principal  in  order  that  the  foreigner 
should  escape  taxation.  The  entire  debates  on  the 
subject,  as  reported  in  Hansard,  prove  that  both 
the  Government  and  the  House  were  desirous  of 
safeguarding  the  interests  of  the  bona  fide  agent 
against  the  agent  who  was  practising  collusion 


with  a non-resident. 

On  7th  December  (Hansard,  column  119b)  Mi. 
McKenna  replied  to  Sir  A.  Williamson  that  if  the 
course  of  business  between  the  principal  and  the 
agent  was  collusively  arranged  so  that  the  business 
done  by  the  non-resident  produces  to  the  resident, 
that  is  the  agent,  either  no  profit  or  less  than  the 
ordinary  profit  which  might  be  expected  to  arise  from 
that  business,  the  non-resident  principal  would  be 
chargeable  to  Income  Tax  in  the  name  of  the  agent, 
and  the  agent  would  be  chargeable  to  Income  lax 
on  the  proper  profit  or  commission  of  the  agen  . 
otherwise  the  Acts  of  1842  and  1853  were  not  being 
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Replying  to  Mr.  Bigland  (column  1198),  Mr. 
McKenna  said  that  if  the  agent  came  under  the  1842 
Act  he  would  still  be  liable  under  the  new  section. 
If  he  did  not  come  under  the  1842  Act  he  would  not 
come  under  the  new  section.  The  only  new  effect  of 
the  section  as  it  relates  to  the  agent  is  that  contained 
m sub-section  3,  that  is,  it  relates  only  to  conditions  >n 
which  (there  is  a quasi-collusive  arrangement  between 
the  non-resident  principal  and  the  agent.  Apart  from 
that,  the  section  did  nothing  as  far  as  the  agent  was 
concerned. 

Sir  F . Banbury  (column  1895)  asked  about  the  case 
of  a non-resident  who  sold  through  a resident  agent 
to  an  English  firm.  Would  the  agent  have  to  pay 
merely  on  his  commission  or  upon  the  so-called  profits 
of  the  non-resident?  Mr.  McKenna  replied  that  if 
the  sale  by  the  agent  to  the  English  firm  was  what 
they  called— and  everybody  would  understand— a 
bona-fide  sale,  then  the  agent  would  only  pay  on  his 
agent’s  commission.  If  it  were  not  a bona-fide'sale  and 
he  sold  to  the  English  firm  not  at  the  true  price,  then 
he  would  be  called  upon  to  account  for  the  profit 
which  he  made. 

5835.  (9)  From  the  foregoing  it  will  be  seen  sec- 
tion 31  of  the  1915  Act  has  been  so  badly  framed, 
anyway  as  concerns  the  textile  agents,  that  the  Board 
of  Inland  Revenue  is  placing  an  interpretation  upon 
it  which  is  diametrically  opposed  to  the  intentions  of 
the  framers  as  declared  in  the  House  of  Commons, 
and  in  any  case  is  one  which  requires  amendment. 

5836.  (10)  The  wording  of  section  31  sub-section  2 is 
so  sweeping  that  if  a non-resident  employs  a resident 
in  such  a manner  that  such  employment  can  be  inter- 


preted to  constitute  an  “ agency  ” all  the  profits  made 
directly  or  indirectly  out  of  the  transactions  on  the 
non-resident,  though  they  merely  amount  to  the  ex- 
portation of  goods  to  this  country,  are  liable  to  Income 
Tax  though  such  transactions  do  not  constitute  in  fact 
or  law  a trading  in  this  country.  This  is  the  inter- 
pretation claimed  by  the  Inland  Revenue,  and  is  by 
eminent  lawyers  said  to  be  correct.  This  interpre- 
tation amounts  to  a tax  on  imports,  but  instead  of 
making  the  tax  payable  by  the  foreigner  it  in  fact 
falls  on  the  agent  though  no  money  of  the  non- 
resident ever  comes  into  his  hands,  and  as  it  operates 
f rom  April  1915  the  agent  has  incurred  a ruinous 
liability  accumulating  over  a long  period. 

5837.  (11)  It  is  submitted  that  the  agents  of  non- 
resident manufacturers,  such  as  are  dealt  with  in  my 
evidence,  should  bo  exempted  from  liability  to  In- 
come lax  just  as  brokers  and  general  commission 
agents  are  exempt  under  sub-section  6,  section  31. 

As  the  law  now  stands  they  are  not  exempted,  but 
are  caught  by  the  words  in  sub-section  6 which  ex- 
clude from  the  exemption  afforded  to  agents,  an 
agent  being  an  “ authorized  person  carrying  on  the 
non-resident’s  regular  agency.”  The  Special  Com- 
missioners hold  that  the  textile  agents  come  within 
these  words. 

It  is  further  submitted  that  section  31,  sub-section 
2,  should  be  amended  by  adding  the  words  “within 
Great  Britain  ” after  the  word  “ arising  ” in  order 
to  bring  this  section  into  harmony  with  the  intentions 
of  the  House  of  Commons  as  expressed  in  the  debates, 
and  with  common-sense. 

[This  concludes  the  evidence -in-chi ef  of  Mr.  E. 

Belfour .] 


Evidence  of  Mr.  Percy  E.  Reinganum. 


5838.  (1)  I am  a manufacturers’  agent,  representing 
at  the  present  time  both  resident  and  non-resident 
manufacturers  in  the  (textile  and  allied  trades,  and 
remunerated  solely  by  commission  on  sales  made  on 
their  behalf. 

I am  also  the  Honorary  Secretary  of  the  Manu- 
facturers’ Agents’  Association  of  Great  Britain  and 
Ireland,  and  represent  many  hundreds  of  members 
of  that  Association  similarly  employed,  as  well  as 
others  who  are  not  at  present  members. 

5839.  (2)  Prior  to  the  passing  of  the  Finance  (No.  2) 
Act,  1915,  and  by  virtue  of  section  41  of  the  Act  of 
1842,  where  an  agent  resident  in  the  United  Kingdom 
was  employed  by  a non-resident  to  act  as  his  agent  to 
solicit  orders,  to  make  contracts  of  sale,  and  to  receive 
payments  on  behalf  of  the  non-resident,  such  agent 
was  chargeable  for  any  Income  Tax  payable  in  respect 
of  the  profits  of  such  business  as  if  the  non-resident 
resided  in  the  United  Kingdom,  it  being  rightly  held 
that  such  non-resident  firm  was  trading  (through  the 
agent)  within  the  United  Kingdom. 

5840.  (3)  If,  however,  the  proceeds  of  the  sale  of  the 
goods  sold  by  the  non-resident  did  not  pass  through 
the  hands  of  the  agent  but  were  paid  directly  to  the 
non-resident,  by  a decision  of  the  High  Court  the 
agent  was  not  under  any  such  liability.  Similarly 
the  agent  was  not  liable  if  the  transaction  entered 
into  by  or  on  behalf  of  the  non-resident  did  not  con- 
stitute a carrying  on  of  business  in  the  United  King- 
dom, i.e.,  by  the  making  of  contracts  by  the  agent, 
or  the  receipt  of  payments  for  the  goods  contracted 
for. 

The  only  Income  Tax  for  which  the  agent  was  in 
such  case  liable  was  the  Tax  upon  the  commission 
which  he  himself  earned. 

It  will  be  observed  that  to  make  the  agent  liable 
three  conditions  were  necessary,  viz. : — 

(а)  that  the  non-resident  should  carry  on  busi- 

ness in  this  country, 

(б)  that  the  contract  should  be  completed  in  the 

United  Kingdom, 

(c)  that  . the  agent  should  receive  the  profits 
arising  from  such  business. 

By  the  Act  of  1915,  the  liability  of  the  agent  was 
extended. 

By  section  . 31  (1)  the  agent  was  made  liable, 
although  he  did  not  have  the  receipt  of  the  profits  of 
the  non-resident. 


It  was  also  enacted  by  sub-section  2 of  section  31 
of  that  Act  that  a non-resident  should  be  chargeable 
through  the  agent  in  respect  of  any  profits  arising, 
whether  directly  or  indirectly,  through  or  from  any 
branch,  factorship,  agency,  receivership  or  manage- 
ment. 

5841.  (4)  The  effect  of  sub-section  2 of  section  31  of 
the  1915  Act,  as  (interpreted  by  the  Inland  Revenue 
authorities,  is  to  make  every  resident  agent  of  a non- 
resident liable  for  the  payment  of  Income  Tax  (and 
Excess  Profit  Duty)  on  all  the  non-resident’s  trans- 
actions, notwithstanding  that  the  non-resident’s  trans- 
act'ons  in  this  country  are  such  that  the  non-resident 
is  not  carrying  on  business  in  this  country,  and  that 
no  money  passes  through  the  agent’s  hands. 

The  words  of  sub-section  2 are  as  wide  and  vague  as 
possible.  They  extend  under  this  interpretation  to 
profits  made  by  non-residents,  whether  directly  or  in- 
directly, and  through  or  from  any  agency,  etc. 

The  present  position,  therefore,  is  that  the  Inland 
Revenue  now  seek  to  make  agents  in  this  country 
liable  for  the  payment  of  Income  Tax  (and  Excess 
Profits  Duty)  payable  in  respect  of  profits  made  by  a 
non-resident,  irrespective  of  the  fact  whether  or  not 
the  transactions  of  the  non-resident  constitute  a trad- 
ing >in  this  country,  and  notwithstanding  that  all  the 
monies  arising  from  such  business  go  direct  to  the  non- 
resident and  do  not  pass  through  the  hands  of  the 
agent. 

Attempts  have  been  made  to  make  agents  liable 
also  in  cases  where  they  are  not  “ authorized  persons  ” 
(i.e.,  having  power  to  complete  contracts)  but  merely 
to  show  samples,  solicit  orders  which  are  subject  to  the 
acceptance  of  the  non-resident,  who,  exporting  the 
goods  contracted  for  direct  to  the  buyer,  is  trading 
with  and  not  within  the  United  Kingdom. 

There  is  an  exception  as  to  liability  under  section 
31,  which  is  to  be  found  in  sub-section  6 of  section 
31,  which  provides  that  the  non-resident  person  shall 
not  be  chargeable  in  the  name  of  a broker  or  general 
commission  agent  or  in  the  name  of  an  agent  not  being 
an  authorized  person  carrying  on  the  non-resident’s 
regular  agency,  or  a person  chargeable  as  if  lie  were 
an  agent  in  pursuance  of  such  section.  There  is  mo 
definition  of  a broker  or  general  commission  agent  or 
agent  not  being  an  authorized  person,  etc.,  and  it  is 
therefore  impossible  to  distinguish  as  to  the  class  of 
persons  who  are  exempt  under  sub-section  6 and  the 
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class  of  persons  who  are  liable  under  sub-sections  1 and 
2.  This  depends  entirely  on  the  view  which  may  be 
taken  by  the  Surveyor  or  Special  Commissioners  or  by 
the  Court  as  to  what  class  of  persons  fall  within  the 
one  category  and  what  class  fall  within  the  other. 

5842.  (5)  The  Inland  Revenue  hold,  notwithstand- 
ing sub-section  6,  that  under  sub-section  2 a resident 
person  representing  a non-residenit  manufacturer, 
though  such  non-resident  neither  by  himself  nor 
through  the  resident  does  such  acts  as  in  fact  consti- 
tute carrying  on  business  within  the  United  Kingdom, 
is  liable  for  Income  Tax  (and  Excess  Profits  Duty)  on 
the  profits  made  on  goods  sold  by  such  non-resident 
to  persons  in  the  United  Kingdom. 

5843.  (6)  It  is  contended  that  this  interpretation  is 
directly  opposed  to  the  intention,  both  of  the  framers 
of  the  Act  and  of  the  members  of  Parliament  who  dis- 
cussed this  clause  prior  to  its  being  passed,  as  is  clearly 
shown  by  Hansard,  17th  November,  19l5,  col.  1895-6, 
and  again  on  7th  December,  1915,  col.  1195  onwards. 

5844.  (7)  In  order  to  show  the  operation  of  sub- 
section 2 as  thus  interpreted,  the  following  example 
will  illustrate  how  this  sub-section  works. 

If  a non-resident  appointed  a resident  (Mr.  A.B.), 
his  agent  or  representative  (the  term  used  is  of  course 
immaterial)  for  the  purposes  of  soliciting  orders  for 
the  non-resident,  then,  though  the  resident’s  duties 
terminate  with  the  solicitation  of  orders,  and  the 
result  of  the  transaction,  including  payment,  is  carried 
out  direct  between  the  customer  in  this  country  and 
the  non-resident  person,  then  in  such  case  the  Inland 
Revenue  hold  that  the  non-resident  has  made  a profit, 
either  directly  or  indirectly  arising  through  or  from 
an  agency  in  this  country.  If,  on  the  other  hand, 
instead  of  regularly  employing  Mr.  A.B.  for  the  pur- 
pose of  soliciting  orders,  (a)  the  non-resident  had 
transacted  each  individual  transaction  through  an 
agent  appointed  for  each  particular  transaction,  or 
( b ) had  carried  out  the  transaction  through  a foreign 
traveller  roaming  over  the  country  soliciting  orders, 
the  case  would  as  regards  the  first  set  of  transactions 
(a)  fall  within  the  exemption  of  sub-section  6,  and  as 
regards  the  second  set  ( b ) would  not  fall  within  sub- 
section 2 of  section  31,  as  there  would  be  no  profits 
arising  from  a branch,  factorship,  agency,  receivership 
or  management. 

5845.  (8)  It  is  obvious  that  if  the  agent  is  to  con- 
tinue under  the  present  liability  he  must  go  out  of 
business,  and  the  non-resident  must  carry  out  his  busi- 
ness either  by  correspondence  or  through  travellers  or 
other  means,  from  which  the  Exchequer  would  receive 
no  revenue. 

During  the  last  50  years  agents  employed  by  non- 
resident manufacturers  have  built  up  a large  import 
and  export  trade  in  goods  which  are  in  many 
instances  the  raw  material  for  British  manufacturers. 

If  the  agent  is  wiped  out  the  non-resident  manu- 
facturer’s business  which  has  been  largely  promoted 
and  extended  by  agents  here  would  be  greatly 
restricted,  if  it  did  not  cease  altogether,  to  the 
detriment  of  various  trades  carried  on  in  this  country. 

A large  export  trade  from  England  to  other  coun- 
tries is  also  instituted  by  the  agents  in  these  foreign- 
made  goods  through  merchants,  which,  of  course, 
would  also  disappear  if  the  agent  can  no  longer 
represent  the  non-resident  manufacturer. 

The  hardship  to  the  agent  of  having  to  pay  the 
Income  Tax  on  profits  made  by  the  non-resident  out 
of  his  own  monies  is  so  manifest  as  to  require  no 
elaboration. 

As  the  law  stands  the  agent  is  liable,  notwith- 
standing that  not  a penny  of  the  non-resident’s 
money  comes  into  his  possession. 

The  view  taken  by  a non-resident  is  that  he  is  out- 
side the  jurisdiction  of  this  country,  that  the  British 
Government  has  no  power  to  tax  him,  and  he  refuses 
to  reimburse  the  agent  any  money;  the  agent  may 
either  choose  or  be  forced  to  pay  by  reason  of  his 
liability  under  the  existing  law. 

If  the  liability  is  enforced  against  the  agent  it 
would  naturally  mean  his  ruin. 

The  witness  submits  that  such  alteration  should 
be  made  in  the  present  Income  Tax  laws  as  will 
prevent  the  agent  or  representative  in  this  country 


of  a non-resident  manufacturer  from  being  personally 
liable  for  Income  Tax  on  the  profits  made  by  the 
non-resident  in  respect  of  the  export  of  the  non- 
resident’s goods  to  this  country. 

[This  concludes  the  evidence-in-cliief  of  Mr.  Percy  E. 
Beinganv/mJ] 

5846.  Chairman:  Sir  James  Martin,  we  have  had 
and  read  your  full  statement,  and  shall  be  obliged 
if  you  will  indicate  the  salient  parts  so  that  you  can 
deal  with  them;  you  need  not  necessarily  read  the 
whole  of  your  paper,  but  give  your  statement  on  those 
points  which  you  think  most  important? — (Sir  James 
Martin) : In  coming  before  the  Royal  Commission, 
perhaps  you  will  allow  me  to  say  that  I am  here  to 
give  whatever  assistance  I can  to  the  Commission  on 
behalf  of  the  London  Chamber  of  Commerce,  and  I 
do  not  necessarily  give  evidence  as  an  expert ; because 
the  Royal  Commission  will  have  before  them  a number 
of  experts  from  my  profession;  in  fact  the  Associated 
Chambers  of  Commerce  are  going  to  send  some  before 
the  Royal  Commission,  and  I think  I shall  be  found  in 
general  agreement  with  the  evidence  which  they  will 
place  before  you.  I would  therefore  wish  to  approach 
the  matter  from  the  more  general  point  of  view  of  the 
trade  and  commerce  of  the  City  of  London  and  give 
such  assistance  to  the  Royal  Commission  as  I am  able. 
The  first  point  of  my  proof  relates  to  Double  Income 
Tax  (within  the  Empire).  This  is  a subject  which  I 
have  considered  for  a good  many  years,  and  I have 
addressed  the  Chancellor  of  the  Exchequer  (Mr. 
Bonar  Law)  on  the  matter  and  also  Mr.  Hughes,  the 
Prime  Minister  of  Australia.  I would  like  to  urge 
before  the  Royal  Commission  that  unless  something  is 
done  to  remove  what  everybody  admits  (when  I say 
everybody  admits — I think  the  Chancellor  of  the  Ex- 
chequer admits  it)  to  be  a great  injustice  to  British 
subjects,  it  will  be,  I think,  disastrous  to  our  trading 
interests  here  and  to  the  good  relations  between  our- 
selves and  our  Dominions.  I would  like  specifically 
to  put  before  the  Royal  Commission  the  following 
points:  that  unless  a remedy  is  found  it  will  tend  to 
the  closing  of  the  London  offices  of  companies  and 
firms  in  the  Dominions;  that  people  will  withhold 
investments  where  they  are  liable  to  double  taxation ; 
that  trade  will  be  lost  to  this  country  where  invest- 
ments are  withheld,  as  those  people  who  find  the 
capital  generally  obtain  the  orders ; and  (the  last  point 
is  one  on  which  I have  some  special  knowledge)  that 
professional  men  are  largely  recruited  from  this 
country  to  look  after  the  interests  of  investors  abroad. 
I can  say  from  my  own  knowledge  of  the  profession 
of  accountancy  that  at  the  present  time  we  are  not 
able  to  meet  the  demand  winch  is  made  upon  us  for 
sending  qualified  accountants  abroad.  Owing  to  the 
war  the  number  of  young  men  trained  is  less  than 
usual,  but  there  is  a greater  demand  from  the  East 
and  from  other  countries  for  these  qualified  young 
men  who  have  to  go  out  to  look  after  the  interests  of 
British  capitalists.  I do  not  think  I need  labour  the 
point  with  regard  to  Double  Income  Tax  beyond 
saying  this.  The  only  difficulty  that  I have  heard  in 
connection  with  this  matter  is  as  to  who  is  to  bear 
the  loss ; is  it  to  be  the  Mother  Country  or  is  it  to 
be  the  Dominions?  It  seems  to  me  that  if  our  states- 
men and  the  statesmen  of  the  Dominions  cannot 
arrange  that  between  them,  then  I think  we  shall 
have  to  come  to  the  conclusion  that  statesmanship  is 
bankrupt.  Now,  with  your  lordship’s  permission,  I 
would  like  to  turn  for  a moment  to  Double  Income 
Tax  (income  from  foreign  countries).  This  presents 
to  me,  I candidly  confess,  a greater  difficulty ; because 
I am  not  out,  and  I do  not  suppose  anybody  is  out, 
to  find  money  for  foreign  Exchequers.  But  even  here 
I think  there  should  be  some  means  of  adjustment 
found.  We  do  know  that  there  are  foreign  companies 
which  have  removed  themselves  bodily  from  the  City 
of  London  rather  than  subject  themselves  to  double 
taxation. 

5847.  You  know  that  yourself?— I know  that  for  a 
certainty.  By  removing  themselves  in  that  way  the 
only  tax  which  is  paid  to  the  British  Exchequer  is  the 
tax  on  the  dividends  which  come  into  this  country. 
The  general  trading  operations  are  removed1  out  of 
the  jurisdiction.  Well,  we  do  not  want  that.  Speak- 
ing for  the  London  Chamber  of  Commerce,  we  have 
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nothing  to  say  with  regard  to  our  enemies ; we  do  not 
want  anything  to  do  with  them ; but  we  do  not  want 
to  drive  from  the  City  of  London,  with  loss  to  our- 
selves and  loss  to  the  Revenue,  our  Allies  and  friends 
who  have  so  long  traded  here.  My  next  point  which 
I would  desire  to  put  before  the  Royal  Commission 
is  that  of  the  Income  Tax  paid  by  non-residents  on 
dividends  of  oompanies  domiciled  in  the  United  King- 
dom.  I do  not  know  that  I need1  comment  upon  this 
very  much.  It  does  seem  to  me  that  if  wo  want  to 
attract  capital  to  this  country  we  should  have  some 
machinery  whereby  the  non-resident  who  is  liable  to 
pay  the  full  tax  which  is  deducted  could  make  a 
declaration.  I think  it  is  sufficient  for  me  to  mention 
the  point ; it  is  one  of  considerable  importance  on  the 
question  of  raising  capital.  Now  I come  to  Income 
Tax  on  the  profits  of  non-residents.  You  will  see  that 
there  are  two  witnesses  who  are  to  come  before  the 
Royal  Commission  this  morning,  Mr.  Belfour  and 
Mr.  Reinganum.  They  will  put  before  the  Royal 
Commission  the  evidence  in  detail  on  this  subject.  I 
only  want  to  say  this.  The  London  Chamber  of  Com- 
merce were  approached  by  the  agents  in  London  on 
this  subject.  We  considered1  it  very  carefully;  we 
did  not  rush  into  it  at  all,  because  we  felt  it  was  a 
subject  for  careful  investigation.  They  asked  me  to 
go  down  to  their  meeting,  and  I presided  over  the 
meeting  of  these  agents.  And  first  of  all  I was  sur- 
prised at  the  very  large  number  of  people  affected. 
They  filled  to  overflowing  one  of  our  biggest  rooms. 
The  standpoint  that  we  take  up  is  this.  We  want  the 
Royal  Commission  to  examine  the  grievance  which 
they  will  put  before  them  and  to  come  to  such  a con- 
clusion as  will  enable  these  agents  to  carry  on  their 
businesses  in  this  country.  If  the  authorities  are 
going  to  endeavour  to  tax  a non-resident,  a foreigner, 
who  is  out  of  the  jurisdiction,  through  a resident, 
then  you  compel  that  resident  to  close  down  his 
business  and  get  out.  Now  we  do  not  want  that; 
because  the  authorities  will  not  be  able  to  tax  tlio 
foreigner , he  will  be  out  of  the  jurisdiction.  If  you 
close  down  the  agent  what  will  result?  The  foreigner 
will  come  here  and  he  will  do  his  business  just  the 
same,  that  is,  he  will  come  over,  he  will  take  his 
orders,  he  will  go  back  to  France  or  Italy  or  wherever 
he  comes  from ; he  will  execute  those  orders  and  he 
will  send  the  goods  into  the  country ; or  else  he  will 
get  his  orders  by  mail.  He  will  get  the  profits  on  those 
orders.  The  Inland  Revenue  will  not  be  able  to  annex 
anything  upon  them.  What  will  the  country  be  faced 
with?  If  they  are  going  to  tax  that  foreigner  they 
have  got  to  build  a tariff  wall  round  the  country. 
There  seems  to  me  to  be  no  other  way  out  of  it. 
But  what  have  we  got  at  present?  I am  speak- 
mg  for  the  City  of  London  only;  I am  not 
authorized  to  speak  for  anywhere  else.  We  have 
a number  of  these  people  in  the  City. 
They  take  premises,  they  pay  rates  and  taxes ; 
they  pay  the  Inland  Revenue  tax  on  their  own  incomes 
which  they  earn.  They  are  good  citizens.  Why  do  we 
want  to  drive  them  out  of  the  country?  That  is 
the  standpoint  of  the  London  Chamber  of  Commerce, 
which  I respectfully  submit  to  the  Royal  Commission. 
Now,  my  Lord,  I come  to  what  I venture  to  suggest 
is  the  most  important  part  of  my  proof.  That  is 
the  question  of  the  evasion  of  Income  Tax  and  Super- 
tax-  I^’i,rsfc  of  aU>  1 want  to  deal  with  the  evader 
and  shirker  of  Income  Tax.  We  all  know  he  exists. 
He  wanders  round  the  country;  he  lives  a more  or 
less  luxurious  life  in  hotels  and  other  places,  and  he 
manages  in  some  way  or  another  to  evade  the  taxing 
authority.  Of  course,  I know  that  through  taxation 
at  the  source  the  authorities  get  a good  deal  out  of 
him  but  they  do  not  get  out  of  him  all  that  they 
ought  to.  I am  not  in  a position  in  regard  to  that 
class  of  men  to  suggest  a remedy,  but  there  is>  a con- 
siderable leakage,  and  that  leakage  is  one  which 
ought  to  be  stopped  for  the  benefit  of  the  traders 
and  others  who  submit  proper  returns.  I now  come 
to  the  position  of  the  trader  himself.  It  is  more  and 
more  the  practice  for  concerns  of  any  magnitude 
to  be  can-led  on  under  the  Companies'  Acts.  Even,  if 
they  are  not  carried  on  under  the  Companies  Acts, 
all  reputable  concerns  have  a good  system  of  book- 
keeping. The  result  of  this  is  that  all  reputable 
concerns  do  in  fact  keep  proper  books  of  account, 
and  are  able  from  those  books  to  prepare  proper 


trading  and  profit  and  loss  accounts.  But  there  are 
a number  of  people  in  this  country  who  do  not 
keep  books  and  who  have  no  intention  of  keeping 
books. 

5848.  What  class  of  people? — I am  referring  to 
traders.  I am  speaking  of  something  of  which  1 
have  some  knowledge.  There  are  a number  of  indi- 
viduals and  firms  in  this  country  who  do  not  keep 
proper  books  and  who  have  no  intention  of  keeping 
them.  There  are  a number  of  others  who  do  keep 
books,  and  yet,  if  it  suits  them,  those  books  are  not 
complete  as  they  ought  to  be.  Now  I want  to  submit 
to  the  Royal  Commission  that  in  the  interests  of 
sound  trade,  in  the  interests  of  those  companies  and 
firms  that  do  keep  proper  books  of  account,  the  law 
ought  to  be  altered  so  as  to  compel  every  person  in 
this  country  to  keep  such  books  of  account  as  are 
proper  and  usual  in  his  trade  or  business.  I do  not 
know  whether  those  are  the  exact  words  in  my  proof, 
but  I took  the  words  out  of  the  Bankruptcy  Act. 
Under  the  Bankruptcy  Act  a man  is  liable  to  have 
his  discharge  refused  if  he  does  not  keep  stich  books 
of  account  as  are  usual  and  proper  in  his  trade.  Why 
should  people  carry  on  business  in  this  country  at 
all  and  not  keep  proper  books  of  account?  It  has 
been  suggested  to  me  that  witness  after  witness  comes 
before  this  Royal  Commission  and  asks  for  relief  here 
and  relief  there  which  will  reduce  the  yield  of  the 
tax.  I want  to  put  before  the  Royal  Commission  a 
suggestion  that  if  they  will  adopt  this  proposal  and 
ask  Parliament  to  say  that  every  man  engaged  in 
trade  or  business  should  keep  such  books  of  account 
as  are  proper  and  usual  in  his  trade  or  calling,  then 
I believe  the  yield  of  the  tax  will  be  very  much 
larger,  which  will  go  towards  the  relief  and  benefit 
of  those  people  who  do  everything  they  can  to  obey 
the  law. 

5849.  Do  you  think  these  people  escape  assessment? 
— I will  not  say  they  altogether  escape  assessment, 
but  many  of  them  escape  a proper  assessment. 

5850.  Have  shopkeepers  come  under  your  survey 
at  all?  Shopkeepers  do  not  keep  books  always,  do 
they? — So  far  as  I know,  every  shopkeeper  ought  to 
keep  proper  cash  accounts  at  least.  I know  very  well 
that  the  general  system  of  book-keeping  of  small  shop- 
keepers is  deficient;  hut  I have  not  shopkeepers  in  my 
mind  to  any  extent,  in  the  observations  I have  made; 
because  I believe  as  a class  shopkeepers  are  honest 
people.  But  I am  referring  to  people  who  come  in  and 
out  of  town  and  who  carry  on  business — and  some 
people,  to  my  knowledge,  have  carried  on  business  for 
years  and  have  not  kept  proper  books  of  account,  and 
the  Inland  Revenue  have  not  got  the  amount  of  tax 
out  of  them  which  they  ought  to  have  got.  There  is 
just  one  other  thought  that  has  occurred  to  me  before 
I leave  this  subject.  There  are  a number  of  people 
who  want  also  to  suggest  that  from  these  books  shall 
be  prepared  proper  accounts,  and  that  those  accounts 
should  be  audited  by  qualified  accountants.  The 
London  Chamber  of  Commerce  do  not  want  to  go 
quite  so  far  as  that.  We  prefer  to  ask  for  what  we 
think  Parliament  might  reasonably  grant.  We  do  not 
want  to  ask  that  in  an  Act  of  Parliament  there  should 
be  imposed  further  additional  responsibilities  on 
people  beyond  what  we  consider  is  absolutely  reason- 
able to  be  put  in  a Statute.  So  I stop  at  the  demand 
for  proper  books  of  account. 

5851.  Then,  turning  to  the  subject  of  of  deprecia- 
tion, I do  not  want  to  repeat  evidence  that  is  already 
printed.  I might  just  refer  in  passing  to  the  question 
of  allowance  for  repairs.  I think  it  is  agreed  that  the 
present  allowance  of  one-sixth  under  existing  circum- 
stances is  not  sufficient.  I do  not  want  to  labour  the 
question  of  one-fifth;  I want  to  submit  the  point  re 
spectfully  to  the  consideration  of  the  Royal  Commis- 
sion. Then,  on  the  subject  of  plant  and  machinery, 
the  way  depreciation  is  dealt  with  at  the  present 
moment  is  not  altogether  satisfactory,  although 
I wish  at  once  to  say  that  I do  not  desire 
to  criticize  the  Inland  Revenue  officials.  I 
think,  taking  them  all  round,  there  is  a willing- 
ness to  do  the  best  they  can  under  the  existing 
circumstances.  But  I think  it  would  be  very  much 
better  if  the  suggestion  were  adopted  which  I have  put 
down  as  to  grouping  the  trades  in  the  country,  and 
for  those  trades  to  agree  rates  of  depreciation  with 
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the  Inland  Revenue  authorities.  Of  course,  I know 
that  certain  trades  have  already  made  arrangements, 
but  it  is  haphazard.  What  one  wants  is  to  have  a 
system.  Then,  in  the  event  of  disagreement,  I should 
like  an  appeal  to  a Board  such  as  the  Board  of 
Referees.  I do  not  want  an  appeal  to  Special  Commis- 
sioners or  General  Commissioners,  or  to  the  Law 
Courts.  I want  an  appeal  to  a body  constituted 
like  the  Board  of  Referees  which,  if  I may 
venture  to  say  so,  has  done  extremely  good  work 
and  in  which  the  public  have  confidence.  I have 
already  mentioned  in  my  proof  with  regard  to  the 
General  Commissioners — I happen  to  be  a General 
Commissioner  myself,  although  I am  afraid  I do  not 
give  them  very  much  assistance — but  with  regard  to 
General  Commissioners  throughout  the  country,  they 
have  not  a great  deal  of  experience  of  these  questions 
of  depreciation.  They  are  mostly  recruited  from 
county  magistrates,  and  of  necessity  these  questions 
do  not  come  before  them  in  ordinary  every  day  work, 
and  although  they  always  do  their  best,  and  I believe 
them  to  be  impartial,  yet  at  the  same  time  it  is  hardly 
the  tribunal  with  whom  we  want  to  discuss  questions  of 
depreciation,  which,  if  I may  say  so,  often  present 
great  difficulties  to  the  Inland  Revenue  authorities  as 
well  as  to  the  professional  men  who  are  dealing  with 
them.  Then  there  are  some  items  I have  mentioned 
which,  I think,  should  be  allowed  for  Income  Tax  pur- 
poses. I have  set  them  out  pretty  carefully,  and 
unless  any  member  of  the  Royal  Commission  wishes 
to  ask  me  questions  upon  them,  I do  not  think  I will 
go  over  them  again. 

5852.  With  regard  to  the  apportionment  of  rent, 
rates,  &c.,  that  is  a matter  which  has  been  brought 
before  us.  Sometimes  business  premises,  for  the  pur- 
poses of  the  business,  may  be  very  large,  and  the 
portion  used  for  residence  may  be  very  small;  and 
we  should  like  that  taken  into  consideration,  because 
it  affects  the  interests  of  a large  number  of  retail 
traders. 

5853.  Then  with  regard  to  assessment  in  respect  of 
employment,  I hope  I have  made  that  point  quite 
clear  in  my  proof,  and  1 do  not  know  that  I need 
repeat  anything  that  is  there.  Then  businesses 
which  entail  the  holding  of  securities.  That  is  a 
matter  that  I am  bringing  before  the  Royal  Com- 
mission at  the  request  of  one  or  two  well-known 
firms  in  the  City  of  London.  I hope  it  is  set  out 
quite  clearly,  and  if  so  I do  not  want  to  take  up 
time  in  repeating  that. 

5854.  With  regard  to  Income  Tax  on  married 
persons  I would  like  to  say  one  word.  I do  not 
think  it  quite  appears  to  us,  as  representing  trade 
and  commerce,  that  there  should  be  absolutely 
separate  assessments  of  husband  and  wife.  May  I 
put  it  to  your  lordship  in  this  way?  I think  a 
commercial  man,  say,  whose  wife  has  a separate 
income,  is  in  a better  position  than  a man  whose 
wife  has  no  separate  income;  of  course,  that  seems 
to  follow;  but  for  this  reason.  Out  of  the  profits  of 
his  occupation  he  has  not  got  to  set  aside  so  much 
to  provide  for  his  wife  in  the  event  of  his  decease. 
She  has  got  something  to  fall  back  upon,  and  to  that 
extent  he  is  better  off  than  his  neighbour  who,  out 
of  his  annual  income,  has  to  make  provision  for 
his  wife.  Therefore  it  seems  to  me  that,  approach- 
ing it  from  that  standpoint,  that  taxpayer  has  an 
advantage  which  the  other  man  has  not.  But  I do 
think  that  in  dealing  with  the  income  of  husband  and 
wife  there  should  be  some  consideration  given ; and 
I would  Suggest  that  an  extra  allowance  should  be 
made,  according  to  the  scale  of  the  wife’s  income; 
that  is,  that  there  should  be  two  abatements  instead 
of  one. 

5855.  Then  with  regard  to  notice  of  appeal  against 
assessment;  that  is  purely  a little  matter  of  machinery 
upon  which  we  should  like  the  Inland  Revenue  to 
make  some  concession.  I do  not  think  it  is  a matter 
to  labour. 

5856.  Then  I come  to  the  question  of  payment  of 
directors’  fees  “ free  of  Income  Tax.”  There  I have 
quoted  Lord  Wrenbury’s  report.  It  seems  to  me, 
and  to  the  majority  of  my  Committee  (there  may  be 
perhaps  some  little  division  over  it),  that  when  shared- 
holders  vote  directors’  remuneration,  they  should 


vote  to  them  a specific  sum.  If  they  vote  a sum  “ free 
of  Income  Tax,”  what  happens  is  that  the  richest 
director  has  the  biggest  remuneration,  and  the  poor- 
est director  has  the  smallest  remuneration,  because  of 
the  amount  of  tax  payable. 

5857.  With  regard  to  Co-operative  Societies,  I am 
not  going  into  the  whole  question  of  the  position  of 
these  societies,  but  I do  submit  that  where  Co- 
operative Societies  trade  with  anybody  outside  their 
members,  they  should  certainly  be  called  upon  to  pay 
Income  Tax  upon  their  trading. 

5858.  With  regard  to  official  forms,  I do  not  think 
I need  add1  anything  to  what  I have  put  in  the  proof. 

5859.  Then  I come  finally  to  the  question  of  exemp- 
tion, abatement  and  relief.  If  I may,  I want  to  read 
the  Resolution  of  the  Council  of  the  London  Chamber 
of  Commerce,  which  was  passed  on  the  12th  June, 
It  is  this:  “That  any  readjustment  of  the  Income 
Tax  in  connection  with  the  lowest  scale  of  earned 
incomes  should  be  based1  upon  the  cost  of  living  from 
time  to  time.”  As  I have  already  said,  we  do  not 
want  in  any  way  to  criticise  the  action  of  the  Chan- 
cellor of  the  Exchequer  or  of  Parliament,  but  we 
should  like  this  question  of  Income  Tax  to  be  ap- 
proached a little  more  from  a scientific  standpoint, 
rather  than,  if  I may  say  so,  from  the  standpoint  of 
political  expediency.  If  it  can  be  considered  what  a 
person  is  really  able  to  bear  in  the  way  of  taxation 
(I  am  referring  now  solely  to  the  smaller  incomes), 
having  regard  to  the  cost  of  living,  I think  the  con- 
clusion must  be  that  there  are  certain  incomes  which 
will  not  admit  of  a penny  of  deduction.  Unless  the 
subject  is  approached  from  that  standpoint,  there 
must  be  agitation  on  the  part  of  the  lowest  scale  of 
Income  Tax  payers  against  the  Income  Tax,  which 
is  prejudicial  to  the  State. 

5860.  What  do  you  suggest  to  us? — I suggest  that 
when  one  is  approaching  the  lowest  scale  of  Income 
Tax  payers,  the  subject  must  be  considered  from  the 
standpoint  of  the  cost  of  living.  I cannot,  for  the 
life  of  me,  understand  how  Parliament  has  imposed 
this  limit  of  £130  for  the  beginning  of  taxation.  I 
want  to  suggest  that  it  must  be  approached  from  the 
standpoint  of  the  cost  of  living ; and  if  it  is  ap- 
proached from  that  standpoint,  then  it  seems  to  me 
that  all  agitation  from  the  smallest  Income  Tax  payers 
against  the  tax  must  go.  We  are  very  much  inter- 
ested in  the  matter  in  the  City  of  London,  not  only 
from  the  point  of  view  of  the  organised  trade  union 
wage-earner,  but  we  are  interested  in  it  from  the 
point  of  view  of  the  city  clerk  and  the  widow  of  the 
city  clerk,  and  all  these  people  with  small  incomes, 
remembering  how  great  in  diversity  the  interests  of 
the  City  are,  and  we  do  not  want  to  see  these  people 
dragged  into  an  agitation  against  the  tax.  But  if 
it  can  be  looked  at,  might  I say,  more  from  the  point 
of  view  of  the  advisers  of  the  Inland  Revenue,  than 
from  political  expediency,  I believe  we  shall  get  a 
basis  of  taxation  upon  which  all  can  agree.  Then, 
having  that,  we  are  going  to  ask  that . the  tax 
should  be  enforced  against  everybody  impartially,  and 
not  merely  against  those  firms  and  companies  and 
traders  who  have  good  accounts  to  show,  and  whose 
reputations  are  at  stake  if  they  make  any  false 
or  improper  statement.  We  want  the  whole  country 
to  be  taxed  on  an  equitable  basis,  and  we  want  the 
tax  to  be  enforced  against  everybody  in  the  country 
in  an  equitable  manner. 

5861.  Have  you  any  suggestion  to  make  about  the 
exemption  ? — No,  my  lord ; if  I made  a suggestion, 
with  great  respect,  I think  I should  be  falling  into 
the  error  which  I have  been  pointing  out.  What  I 
say  is  this,  I think  there  should  be  a careful  inquiry 
into  what  a person  who  is  in  receipt  of  a small  in- 
come can  bear  in  the  way  of  taxation,  and  the  taxa- 
tion should  be  imposed  as  the  result  of  that  inquiry. 
I do  not  mind  by  whom  the  inquiry  is'  made — any 
persons  in  whom  the  Government  have  confidence ; 
because  I am  perfectly  certain  that  our  civil  service, 
if  they  went  into  the  question  from  ih«  standpoint 
that  I have  suggested,  would  ver j soon  be  able  to 
advise  the  Government:  “You  cannot  tax  a person 
who  has  got  less  than  so  much  per  annum ’’—having 
regard,  of  course,  to  the  existing  cost  of  living,  and 
so  on.  Of  course,  one  does  not  legislate  on  these 
matters  except  from  year  to  year ; the  subject  ought 
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to  be  considered  every  year  from  the  standpoint  1 
have  put  forward. 

o862.  Now  you  will  be  interrogated  by  members 
of  the  Commission  on  some  of  the  points  in  your 
statement? — If  you  please. 

5863.  Mr.  Birley : In  paragraph  4,  in  dealing  with 
Double  Income  Tax,  you  say : 1 * In  my  opinion,  no 
British  subject  should  pay  more,  in  Income  Tax, 
than  the  highest  rate  in  any  one  part  of  the  Empire.” 
Do  you  mean  the  higher  of  the  two  rates  in  those 
parts  of  the  Empire  with  which  the  trade  is  con- 
cerned?— Whichever  is  the  higher  rate  in  force. 

5864.  In  the  two  parts  of  the  Empire.  Of  course, 
if  it  is  here  and  Australia,  and  here  was  the  higher 
rate,  you  would  take  the  rate  of  this  country? — Yes. 
If  6s.  was  the  higher  rate,  then  he  should  not  pay 
more  than  6s. 

5865.  You  point  out  to  us  that  there  is  a great 
difficulty  in  deciding  which  country  should  bear  the 
loste? — That  is  so. 

5866.  There  is  another  difficulty,  and  that  is  this: 
in  which  country  has  the  profit  been  made?  If  a 
manufacturer  manufactures  here  and  sells  in  Aus- 
tralia is  the  profit  made  here  or  in  Australia?  We 
want  nelp  on  that  point? — It  is  a very  difficult  point, 
and  one  that  I am  afraid  we  shall  not  elucidate  by 
question  and  answer. 

5867.  We  have  to  try  and  arrive  at  something? 
— It  must  be  a subject  of  investigation  in  each  case. 

5868.  As  a general  rule,  surely,  in  the  transaction 
of  manufacturing  and  of  selling,  you  cannot  say  that 
all  the  profit  is  in  manufacturing;  the  transaction 
is  not  finished  till  you  have  sold  and  got  your  money. 
So  part  of  the  profit,  at  least,  will  be  in  each  country  ? 
— That  is  so. 

5869.  We  have  had  three  suggestions  made  to  us 
to  remedy  this.  Sir  Frederick  Young  suggests  that 
the  higher  of  the  two  taxes  should  be  paid.  Mr. 
Mosenthal  suggests  that  the  tax  should  be  that  of 
the  country  of  origin  of  the  profit,  but  he  did  not 
quite  agree  as  to  where  that  profit  came  from.  His 
idea  was  rather  that  it  was?  in  the  country  of  manu- 
facture. - Sir  Charles  McLeod  thought  that  the  resi- 
dent should  be  assessed  only  on  the  remitted  profits. 

I take  it  that  in  the  opinion  of  the  London  Chamber 
of  Commerce,  Sir  Frederick  Young’s  is  the  best 
suggestion? — Both  Sir  Charles  McLeod  and  Mr. 
Mosenthal  are  colleagues  of  mine,  but  I think  I 
should  prefer  the  policy  of  Sir  Frederick  Young. 

5870.  That  would  be  the  view  of  the  London 
Chamber  of  Commerce? — I think  so.  The  other  two 
are  members  of  the  Council,  but  the  question  has 
never  been  discussed  in  the  Council  from  that  stand- 
point. I can  only  give  my  own  view;  I think  I 
should  prefer  the  policy  of  Sir  Frederick  Young. 

5871.  As  regards  your  next  paragraph,  Double 
Income  Tax  (income  from  foreign  countries),  if  a 
company  removed  its  offices  its  shareholders  would 
still  remain  here  probably,  and  the  tax  on  the  divi- 
dends would  come  here? — Yes,  you  would  get  the  tax 
on  the  English  shareholders  who  receive  their  divi- 
dends. 

5872.  That  tax  would  remain  the  same? — That  does 
not  follow. 

5873.  But  the  probability  is  that  it  would  remain 
the  same? — I am  looking  at  it  from  the  City  of 
London  point  of  view. 

5874.  May  I put  it  to  you  in  this  way : that  if  the 
head  office  were  removed,  so  that  there  was  no  longer 
liability  to  the  tax  on  the  whole  of  the  income,  the 
dividends  might  be  increased  for  that  reason? — I 
do  not  quite  follow  you. 

5875.  If  the  head  office  is  removed,  so  as  to  escape 
a very  high  British  Income  Tax,  the  company  would 
have  more  left  over  as  its  revenue? — Yes. 

5876.  And,  therefore,  it  would  probably  be  in  a 
position  to  pay  a higher  dividend? — It  might  be  so. 

5877.  It  probably  would  be  so? — Yes. 

5878.  Therefore,  the  dividends  sent  to  this  country 
might  be  higher,  and  that  would  very  largely  make 
up  the  loss? — Looking  at  it  from  the  country’s  stand- 
point, you  lose  all  the  influence  of  that  company  in 
trading.  You  throw  it  into  the  arms  of  a foreign 
country.  That  is  not  desirable  from  the  point  of 
view  of  the  trade  and  commerce  of  this  country. 


5879.  When  you  are  considering  the  United  States 
revenue  law,  have  you  considered  the  fact  that  other 
countries  derive  their  revenue  from  Customs  duties, 

including  impositions  on  this  country’s  imports? 1 

only  mentioned  the  United  States  law  by  way  ot 
example. 

5880.  Do  they  obtain  a great  deal  of  their  revenue 
from  other  sources,  from  taxing,  not  the  profits  that 
an  English  manufacturer  makes  on  what  he  sends 
there,  out  on  the  goods,  which  comes  to  very  much 
the  same  thing? — I quite  agree. 

5881.  In  paragraph  6,  do  you  distinguish  between 
a foreigner  and  a British  subject  living  out  of  this 
country  where  each  derives  income  from  this  country? 
—From  the  point  of  view  of  the  investment  of  capital 
here,  I think  the  case  of  both  should  be  considered. 
We  have  got  to  a position  in  this  country  where  we 
want  to  attract  capital. 

5882.  So  as  to  make  the  position  such  that  it  would 
not  pay  a Britisher  better  to  invest  his  capital  abroad 
than  to  invest  it  at  home.  It  would  have  that 
tendency? — It  would  be  a bad  thing  for  the  country. 
We  want  to  get  the  Britisher  to  invest  here,  and  we 
want  to  get  the  foreigner  to  invest  here ; we  want 
to  get  both. 

5883.  You  suggest  that  a declaration  should  be 
made  to  a British  Consul  abroad.  Are  you  sure  you 
could  get  a true  declaration?  Would  not  there  bo 
a great  deal  of  risk  about  it? — I will  not  say  it  is 
an  absolute  safeguard. 

5884.  It  is  a risky  thing? — But  I do  feel  I am 
right  in  submitting  this  matter  to  the  consideration 
of  the  Royal  Commission,  and  I hope  you  will  be  able 
to  find  some  machinery  which  will  deal  with  it. 

5885.  Are  you  aware  that  a Committee  which  sat 
in  1905  recommended  the  abolition  of  the  exemption 
of  the  foreign  resident  in  respect  of  income  derived 
from  this  country,  and  after  inquiry  they  made  a 
recommendation  directly  opposed  to  your  present 
proposal? — I take  it  from  you  that  that  is  so. 

5886.  The  matter  has  been  carefully  inquired  into, 
and  turned  down? — But  in  1905  we  were  a country 
which  was  exporting  capital  very  largely.  Are  we  in 
a position  to  export  capital  to-day?  The  standpoints 
at  (that  date  and  at  this  date  are  entirely  different. 

5887.  We  have  to  raise  revenue? — I quite  agree, 
but  you  raise  the  revenue  by  increasing  the  trade  and 
business  of  the  country.  If  you  spoil  the  business  of 
the  country,  where  is  your  revenue  to  come  from? 
You  must  get  the  capital. 

5888.  In  paragraph  7 you  come  to  the  important 
question  of  agency.  How  would  it  affect  the  business 
of  an  agent  to  impose  a charge  in  respect  of  goods 
sold  in  this  country,  even  by  a commercial  traveller? 
That  means  that  all  goods  coming  from  abroad  should 

pay,  if  not  on  actual  profit,  on  an  assumed  profit? 

That  means  a question  of  a tariff,  does  it  not? 

5889.  It  means  you  put  agents  and  commission 
brokers  and  all  the  rest  on  the  same  level ; that  is  to 
say,  that  with  a company  selling  goods  in  this  country 

it  would  not  affect  his  position  as  to  how  he  sold? 

Are  you  referring  to  an  ad  valorem  charge  on  all  goods 
coming  in? 

5890.  It  practically  amounts  to  that — an  assumed 
rate  of  profit? — I should  want  very  carefully  to  con- 
sider that  before  I answered. 

5891.  Chairman : A tax  on  turnover. 

5892.  Mr.  Birley : Yes,  a tax  on  turnover,  I should 
say? — I should  want  very  carefully  to  consider  the 
point  before  I answered  that. 

5893.  At  present  your  difficulty  is  that  if  sold  by 
authorized  agents,  a tax  is  paid;  if  sold  by  brokers 
a tax  is  not  paid,  and  therefore  injustice  is  done? — 
Yes. 

5894.  If  you  had  one  level,  and  a tax  was  paid  on 
an  assumed  profit  on  the  turnover? — I should  object 
to  the  assumed  profit,  to  begin  with. 

5895.  How  are  you  going  to  arrive  at  the  actual 
profit? — I understood  in  reply  to  his  lordship  you  said 
on  the  turnover ; (that  would  be  a different  thing. 

5896.  The  only  thing  is  that  if  you  do  not  take  it 
on  the  turnover  you  will  have  to  take  it  on  actual 
profits? — The  turnover  and  the  profits  would  be 
entirely  distinct. 

5897.  The  turnover  must  be  the  criterion? — The 
turnover,  of  course,  is  the  gross  turnover  of  the  goods, 
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whatever  the  goods  are  valued  at  or  are  priced  at, 
whichever  way  you  take  it. 

5898.  Unless  you  take  the  turnover,  what  figure  can 
you  take  unless  you  get  actual  accounts? — i agree, 
but,  with  great  respect,  you  put  to  me  the  profit. 
Are  you  going  on  the  profit  or  the  turnover? 

5899.  1 made  a mistake ; it  is  on  the  turnover : an 
assumed  profit? — No,  I cannot  accept  that. 

5900.  It  must  come  to  that — a percentage  ? 
Pardon  me ; there  are  two  things : turnover  and 
profit.  Now  on  which  do  you  want  me  to  answer? 

5901.  An  assumed  profit  on  the  turnover? — I am 
afraid  I cannot  have  anything  to  do  with  assumed 
profits. 

5902.  It  is  not  unusual ; it  is  done  in  this  country 
with  certain  goods? — It  is  to  my  mind  very 
dangerous. 

5903.  What  alternative  is  there?— It  seems  to  me 
that  that  is  taking  a sledge  hammer  to  crack  a nut. 
We  have  got  a difficulty  here,  and  what  you  suggest 
would  raise  a very  much  larger  difficulty. 

5904.  It  is  a very  serious  thing,  because  it  affects 
other  interests.  Is  there  not  a strong  and  constant 
demand  by  the  British  producer — and  that  is  where 
the  difficulty  comes  in— for  the  taxing  of  goods  im- 
ported by,  or  profits  made  by,  non-residents  in  order 
to  place  them  on  an  equal  footing  with  the  British 
producer,  who  has  to  pay  Income  Tax.  That  is 
where  the  whole  crux  of  the  difficulty  comes? — The 
man  in  the  street  is  always  shouting  out : “ tax  the 
foreigner,”  and  we  all  want  to  know  how  it  is  to  be 
done;  but  I maintain  that  instead  of  taxing  the 
foreigner  you  are  taxing  the  resident  agent  in 
London,  who  is  in  most  cases  a Britisher. 

5905.  Yes,  but  surely  if  you  tax  the  resident  agent 
it  has  got  to  come  to  the  foreign  manufacturer  sooner 
or  later  ?— It  is  a question  whether  the  foreign  manu- 
facturer will  pay.  You  cannot  impose  taxation  on  a 
man  who  is  outside  the  jurisdiction.  If  you  want  to 
get  him  you  must  put  a tariff  on  him  and  say: 

“ your  goods  shall  not  come  in  unless  you  pay  the 
tariff.” 

5906.  If  you  tax  that  agent  and  that  agent  knows 
he  is  going  to  be  taxed  is  he  not  going  to  make  his 
agreements  with  the  foreign  manufacturer  accord- 
ingly?— Whether  that  can  be  done  or  whether  it 
cannot  be  done,  I think  it  would  be  better,  if  I 
might  suggest  it,  that  you  put  those  questions  to 
the  two  gentlemen  who  will  give  evidence  on  that 
point.  I think  I prefer  to  leave  it  to  them. 

5907.  Then  you  ask  for  a definition  of  the  terms 
“ brokers,  general  commission  agents  and  agents  not 
being  authorized  persons  carrying  on  non-residents’ 
agencies.”  Is  it  not  rather  a question  to  ascertain 
in  each  case  what  the  man  does?  I mean,  if  that 
broker  or  that  general  commission  agent  offers  to 
the  public  facilities  for  doing  business  with  bis  prin- 
cipal similar  to  those  that  would  be  available  if  a 
small  branch  of  the  foreign  business  were  set  up  in 
the  United  Kingdom,  surely  in  effect  he  is  something 
more  than  a broker  or  a general  commission  agent? 
— I may  say  this.  The  language  of  the  Act  of  Parlia- 
ment is  such  that  it  can  only  be  interpreted  by  the 
highest  judicial  authority.  I do  not  think  we  ought 
to  be  left  in  that  position.  It  would  be  a very  great 
deal  better  if,  on  the  report  of  this  Royal  Com- 
mission, the  whole  matter  could  be  made  clear.  I do 
not  think  it  should  be  left  to  us  to  have  to  fight 
these  matters  from  court  to  court  in  order  to  inter- 
pret Acts  of  Parliament. 

5908.  What  is  the  effect  on  the  British  producer  of 
similar  goods  if  the  foreign  goods  are  brought  in, 
through  an  agent  or  otherwise,  without  paying 
Income  Tax  and  without  paying  Customs  duties;  is 
it  not  unfair  competition  with  the  British  producer? 
—Without  paying  Income  Tax  and  without  paying 
Customs  duties? 

5909.  That  is  to  say,  suppose  a foreign  manu- 
facturer does  not  pay  Income  Tax  and  he  does  not 
not  pay  Customs  duties;  he-  pays  neither?— My 
reply  to  that  is  that  this  country  can  impose  such 
Customs  duties  as  it  likes. 

5910.  You  would  go  as  far  as  this  then,  that  without 

something ?— I was  going  to  conclude  my  answer 


bo  your  question.  I say  that  this  country  can  impose 
such  Customs  duties  as  it  likes,  and  if  those  duties  are 
not  paid  the  goods  are  excluded;  but  I do  say  also 
that  this  country  cannot  tax  a man  in  Italy  or 
France  or  some  other  foreign  country ; and  it  is  unjust 
to  tax  a resident  person  in  this  country  in  order  to 
get  at  him.  I am  not  arguing  the  case  of  the 
foreigner;  I am  arguing  the  case  of  the  British  resi- 
dent in  London.  That  is  the  man  I am  appearing  for. 
Let  the  foreigner  make  some  arrangement  with  the 
British  Government. 

5911.  But  you  have  to  consider  the  British  pro- 
ducer?  Certainly.  I consider  the  British  producer. 

But  it  is  impossible  to  tax  the  foreigner  with  an 
Income  Tax.  I take  that  as  common  ground  between 
us;  because  you  cannot  enforce  the  tax.  Then  my 
next  statement  is  this  : that  in  endeavouring  to  tax 
a foreigner  it  is  unjust  to  impose  a tax  on  the  resident 
Britisher  who  is  not  responsible  for  it.  That  is  as  far 
as  I go.  I am  not  going  to  argue  these  questions  of 
tariffs  from  the  standpoint  of  the  foreign  trader  or 
the  British  producer.  I do  not  oonsider  it  has  any- 
thing to  do  with  the  subject. 

5912.  You  would  go  so  far  as  this:  that  without 
some  form  of  tax  the  British  producer  would  be  pre- 
judiced?—This  seems  to  me  to  be  a tariff  discussion; 
one  that  I do  not  want  to  get  into.  I am  not 
authorized  to  go  into  the  question  of  tariffs.  How  to 
protect  the  British  producer  from  the  foreigner  does 
not  seem  to  me  to  be  a question  that  arises  on  Income 
Tax. 

5913.  Mr.  Brace  : I also  should  object  to  any  dis- 
cussion here  on  the  question  of  tariffs. 

5914.  Mr.  Birley:  I do  want  .to  point  out  that 
British  Income  Tax  paid  by  British  producers  is  a tax 
on  the  British  producer  if  the  foreigner  does  not  pay 
something  similar?— My  answer  to  that  is  this:  very 
well ; tax  the  foreigner  if  you  can  do  it.  I leave  that 
to  the  Royal  Commission. 

5915.  Then  you  would  agree,  if  the  foreigner  can  be 
taxed  for  Income  Tax,  that  it  should  be  done? — I do 
not  know  whether  I agree  that  it  affects  the  matter. 
You  put  a hypothetical  question  to  me  and  I answer 
it  in  that  way. 

5916.  Do  you  consider  that  if  a method  can  be 
found  to  tax  the  foreigner  it  would  be  a fair  thing 
to  do?- — In  relation  to  Income  Tax  it  really  seems  to 
me  to  be  so  remote  and  so  impossible  that  I would 
rather  not  discuss  it,  with  great  respect,  unless  I am 
pressed ; I do  not  see  to  what  point  it  leads. 

5917.  Very  well;  I will  leave  it  at  that.  Are  not 
the  profits  made  by  a British  importer  taxed  in 
foreign  countries  and  the  Dominions  either  by  Income 
Tax  or  Customs  duty,  whether  or  not  the  sale  is 
made  in  the  foreign  country,  through  an  agent?— 
With  regard  to  the  Dominions.  I am  sorry  to  say 
there  is  a great  deal  of  taxation  to  which  we  object, 
and  I have  been  to  Mr.  Hughes  on  the  matter,  and 
T wanted  to  go  to  Mr.  Massey  on  the  matter,  but 
unfortunately  he  escaped  us  and  got  back  to  New 
Zealand.  This  arises  to  a very  great  extent  from 
the  way  we  deal  with  these  matters  here.  The 
Dominions  copy  us.  They  see  the  class  of  taxation  we 
impose  here,  and  then  they  impose  a similar  class  of 
taxation  on  our  manufacturers  who  have  agents  in 
Sydney  and  Melbourne,  and  other  places.  These 
agents  are  being  taxed  on  tho  amount  of  the  whole 
of  the  turnover  unless  they  make  a declaration.  We 
have  made  strong  objections  to  this  being  done,  but 
I think  what  the  Dominion  statesmen  rather  feel 
is:  “ put  your  own  house  in  order  and  then  we  will 
put  ours  in  order.” 

5918.  The  Dominions  now  generally  charge  an 
Income  Tax  based  on  the  percentage  of  the  value  of 
the  goods  sold?— Yes,  I know,  and  I strongly  object 
to  it.  It  is  very  wrong,  I think. 

5919.  I put  it  to  you  that  the  general  effect  oF 

your  proposals  is  to  protect  the  agents  of  the  foreign 
producer  at  the  expense  of  the  British  producer . I 
do  not  admit  it  at  all.  . 

5920.  Is  not  that  the  effect  of  it?— No,  certainly 

not.  mi  j.  • 

5921.  Chairman:  That  is  your  answer?— 1 hat  is  my 

answer,  my  Lord.  . _ 

5922.  Mr.  Birley:  Now  leaving  that  point,  I come 
to  paragraph  11,  'about  not  keeping  books  Are  you 
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sure  that  there  is  not  a chance  that  the  small  traders, 
keepmg  no  books,  do  not  as  often  pay  on  more  than 
they  make  as  on  less,  knowing  the  Surveyors  of  Taxes 
as  you  do;— I am  not  competent  to  give  an  opinion, 
because  I do  not  act  for  these  small  traders;  there- 
rore  I have  not  the  general  experience.  But  iu  these 
days  of  education  I should  think  a small  trader  could 
keep  a set  of  books  and'  find  out  what  his  profits  are. 
1 think  these  people  are  generally  pretty  shrewd. 

5923.  Chairman : You  suggest  that  Parliament 

should  enact  that  they  should  keep  books?— Every- 
body who  trades  should  keep  books. 

tw24'  ¥V'  ¥irley : In  paragraph  14  (5)  you  suggest 
that  rates  for  depreciation  allowances  should  be 
settled  between  the  Chambers  of  Commerce  and1  the 
Board  of  Inland  Revenue?— I rather  suggest  there 
that  the  trades  should  be  grouped.  We  should  try 
and  group  all  the  trades  of  the  oountry. 

5925.  Not  the  Chambers  of  Commerce  but  the  trade 
associations  should  do  it?— I suggested  the  Chambers 
of  Commerce  because  all  these  trades  are  in  Chambers 
of  Commerce,  and  they  would  simply  endeavour  to  get 
the  trades  grouped  together;  but  of  course  other 
bodies  could  assist  them. 

5926.  There  is  one  matter  in  paragraph  15  ( h ) : 

subscriptions  to  bona  fide  trade  and  commercial 

associations.”  You  suggest  that  those  should  be 
allowed? — I do. 

5927.  They  are  allowed  at  present  if  those  trade 
associations  pay  tax  themselves  ?— Yes,  if  they  pay  tax 
themselves,  but  some  of  them  do  not;  and  I do  not 
think  they  are  liable  to  pay  tax  either. 

5928.  On  the  question  of  Income  Tax  on  married 
persons  you  gave  us  arguments  on  both  sides,  so  that 
you  clearly  see  the  difficulties;  but  is  there  really  any 
reason  for  granting  to  a man  and  his  wife,  each  say 
with  £300  a year,  larger  allowances  than  would  be 
granted  to  a man  with  £600  a year,  or  to  a widow 
with  £600  a year  ? — I would  make  that  concession. 
There  are  two  incomes  here  of  two  people.  There  is 
a very  great  deal  to  be  said  for  the  separate  assess- 
ment. 

5929.  There  are  difficulties.  You  do  not  think  that 
the  difficulty  would  be  better  got  over  by  a larger 
allowance? — No;  I am  suggesting  a double  abatement. 

5930.  You  do  not  think  the  other  would  be  simpler? 
—This  is  where  the  injustice  possibly  comes  in.  Where 
in  making  a total  return  of  income  you  add  the  two 
together  and  it  puts  the  total  income  into  taxation  on 
a higher  scale ; that  is  where  I think  the  trouble  comes 
in  mostly. 

5931.  On  the  question  of  Co-operative  Societies,  do 
\ou  mean  that  a tax  should  be  paid  on  the  amount 
of  the  trade  with  non-members? — Certainly. 

5932.  So  that  all  Co-operative  Societies  doing  trade 
with  non-members  should  be  assessed  on  their  full 
profits? — I have  carefully  left  the  whole  question  of 
Co-operative  Societies;  and  the  reason  I have  done 
that  is  that  I have  not  myself  a very  deep  knowledge 
of  the  Co-operative  movement,  but  I do  feel  that 
where  they  trade  with  the  public  in  competition  with 
other  traders  they  should  pay  tax  on  their  profits. 

5933.  Are  you  aware  that  not  only  do  they  trade 
with  the  public  but  also  they  trade  in  a wholesale 
way  by  taking  Government  contracts,  and  so  on? — 
Yes,  quite. 

5934.  How  would  you  keep  those  profits  separate? 
You  merely  wish  to  point  out  that  it  is  a question 
that  should  be  gone  into? — Yes.  I do  not  say  that 
the  matter  should  not  be  gone  into  more  deeply, 
but.  I want  to  confine  my  evidence  to  saying  that 
decidedly  in  my  opinion  where  they  compete  for 
general  trade  with  the  public  then  they  must  be 
dealt  with  like  the  general  public  are. 

5935.  Mr.  Brace  : You  say  that  in  fixing  the  exemp- 
tion allowance  for  Income  Tax  you  would  have  regard 
to  the  cost  of  living? — Yes,  certainly. 

5936..  Then  your  considered  judgment  is  that  in 
arranging  the  tax  it  ought  to  be  scientifically 
arranged;  that  the  cost  of  living  should  be  the 
standard,  a changing  standard  according  to  the  cost 
of  living,  do  you  suggest? — I think  it  should  he  con- 
sidered year  by  year,  having  regard  to  the  general 
standard. 


5937.  How  will  you  arrive  at  the  cost  of  living 
for  this  purpose? — I do  not  propose  to  arrive  at  it- 
I propose  t?  leave  that  to  the  advisers  of  the 
Government. 

5938.  You  simply  enunciate  the  general  principle? 
— I simply  submit  the  general  principle. 

5939.  What  figure  do  you  think  should  be  the 
exemption  standard  to-day,  taking  the  cost  of  living 
as  you  know  it  to  be? — The  Chairman,  I think,  put 
that  very  same  question  to  me  and  I preferred  not 
to  answer ; because  I would  immediately  negative  my 
own  principle.  I say,  investigate;  and  the  result 
of  the  investigation  will  show  you  what  the  amount 
should  be.  I have  not  investigated,  and  therefore  I 
do  not  think  I ought  to  give  an  answer. 

5940.  You  would  not  agree  to  give  an  answer  with 
any  reservation? — No,  I would  not.  I think  the  in- 
dependent advisers  of  the  Government — and  the 
Government  have  plenty  of  them — are  the  people 
who  should  advise  them  on  the  subject. 

5941.  In  arranging  the  exemption  allowance,  what- 
ever it  may  be,  should  it  be  arranged  individually, 
that  is,  recognizing  a man  and  his  wife  as  two 
separate  persons  lor  this  purpose  rather  than  taking 
them  as  one  entity  as  at  present?— Would  you  mind 
repeating  the  question?  I did  not  quite  follow  it. 

.5942.  Supposing  the  exemption  allowance  is,  say, 
£200;  that  is,  a bachelor  would  get  £200.  The  point 
I want  to  put  to  you  is  this — and  there  is  no  reason 
why  I should  not  put  it  quite  frankly  to  you.  The 
bachelor  would  get  £200? — Yes. 

5943.  And  a man  and  his  wife  would  get  £400?— I 
believe  under  the  existing  scale  a bachelor  gets  less 
than  a married  man.  Whether  those  scales  should 
be  elaborated  or  not  is  rather  beyond  the  question. 

5944.  I know  what  they  get  now.  I am  asking 
this.  This  Commission  has  to  make  recommendations 
to  the  Government  and  this  is  one  of  the  points  they 
have  to  make  a recommendation  upon,  and  I am 
putting  the  point  to  you  as  . to  an  experienced  accoun- 
tant with  great  knowledge  of  public  affairs.  What 
in  y°ur  judgment  should  be  the  recommendation? 
Should  the  married  man  and  the  bachelor  have  the 
same  exemption  allowance,  or  should  the  wife  have  the 
same  exemption  allowance  as  the  bachelor;  that  is, 
two  exemption  allowances  in  one  family?. — No,  I do 
not  think  I am  prepared  to  go  as  far  as  that. 

5945.  What  would  you  be  prepared  to  say? — This  is 
just  one  of  those  things  that  I should  like  carefully 
to  work  out  and  not  to  give  an  off-hand  answer  to 
the  Royal  Commission.  I think  I should  do  a great 
deal  more  harm  than  good  in  attempting  to  do  so. 

5946.  It  is  because  I thought  you  were  just  the 
gentleman  who  would  have  worked  it  out  that  I was 
anxious  to  put  this  question  to  you? — I have  been  very 
careful  to  say  that  I have  looked  at  these  matters  from 
the  standpoint  of  trade  and  commerce ; I have  not 
investigated  that  part  of  the  subject  thoroughly. 

5947.  I should  like  to  get  somebody  who  could  give 
us  a little  help  upon  this  point,  because  it  is  one  of 
the  questions  in  which  I am  deeply  interested.  If 
you  cannot  help  us  it  is  no  use  my  putting  it  to  you? — 

I think  I would  rather  not  follow  it  if  you  have  no 
objection. 

5948.  Mr.  Marks : May  I ask  you  one  or  two  ques- 
tions on  the  insurance  point?  First  of  all,  on  your 
paragraph  15  (a),  “ Accidental  losses  not  covered  by 
insurance,”  where  you  suggest  that  the  trader  who 
does  not  insure  should  be  entitled  to  set  off  against 
his  profits  the  loss  of  buildings  as  the  result  of  a fire, 
or,  alternatively  he  should  have  an  annual  allowance 
of  an  amount  equal  to  the  amount  required  to  pay 
premium  for  necessary  insurance? — I am  rather  deal- 
ing with  the  cases  of  those  people  who  either  cannot 
insure  at  all  or  who,  if  they  do  insure,  have  to  do  so 
at  what  I call  a ruinous  rate.  I do  not  think  I want 
to  go  much  beyond  that.  Every  other  man  has  the 
opportunity  of  protecting  himself  .at  a moderate 
charge. 

5949.  I was  going  to  ask  you  whether  it  might  not 
result  in  a man  putting  aside  more  than  was  an 
adequate  amount  for  the  insurance  which  he  ought 
perhaps  to  have  made  or  could  not  make? — That  has 
to  be  guarded  against.  I do  not  want  to  open  up 
any  avenue  for  fraud. 

5950.  Then  on  your  paragraph  18.  with  regard  to 
section  33  of  the  Income  Tax  Act  of  1918.  Will  you 
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forgive  me  saying  that  I do  not  think  the  intention 
of  that  section  is  wha/t  you  imply  in  your  paragraph 
18.  That  section  was  to  enable  Life  Offices  and  similar 
businesses  to  obtain  a return  of  Income  Tax  in  respect 
of  their  expenses  of  management  only? — Of  course  I 
must  have  great  respect  for  your  opinion  on  the 
matter,  but  1 can  only  read  the  Act  as  it  is  set  forth  ; 
and  1 do  know  of  a case — in  fact,  there  is  more  than 
one  that  I know — where  there  is  considerable  hardship 
inflicted  by  the  investments  being  taxed  at  a higher 
rate  than  the  profits  of  the  business. 

5951.  Life  Offices,  at  any  rate,  would  be  very  glad 
to  have  your  support  and  the  support  of  the  Chamber 
of  Commerce  in  their  campaign  for  (the  readjustment 
of  taxation,  but  I think  you  have  gone  a little  off 
the  line  here.  Probably  what  you  had  in  mind  was 
that  if  they  were  taxed  on  their  interest,  and  then- 
profits  were  shown  to  be  less  than  their  interest,  then 
they  ought  to  be  entitled  to  a return  of  Income  Tax  ? — 


Yes,  quite.  . , 

5952.  You  say  that  a single  premium  Life  Assurance 
payment  should  be  allowed  as  a deduction? — Yes. 

5953.  You  agree  there  is  nothing  in  principle 
against  that.  If  a man  likes  to  divide  his  single 
premium  into  two  and  pay  it  in  separate  years,  he 
would  be  entitled?— A single  premium  seems  to  me 
to  be  simply  an  anticipation  of  a certain  number  of 
annual  premiums.  A man  might  have  the  money 
available  and  say:  “well,  I will  pay  it  down  now 
instead  of  paying  it  year  by  year.” 

5954.  Within  the  limits  allowed?— Within  the  limits 


allow  eu. 

5955.  Mr.  May  : You  said  you  did  not  know  very 
much  about  the  working  of  Co-operative  Societies?— I 
said  I have  never  made  it  a study. 

5956.  But  your  evidence  here  does  represent,  may  I 
take  it,  the  position  of  the  London  Chamber  of  Com- 
merce?— Yes,  quite.  My  standpoint  is  one  from  the 
general  point  of  view  of  trade  : that  if  you  trade  with 
the  public,  you  ought  to  be  treated  as  the  general 
public  are.  I do  not  think  my  paragraph  goes  much 
b$yond  that. 

5957.  This  is  the  position  taken  by  the  London 
Chamber  of  Commerce? — Certainly. 

5958.  And  the  whole  of  the  position? — No,  I did  not 
say  that.  It  is  the  position  that  I am  asked  to  put 
before  the  Royal  Commission.  The  London  Chamber 
of  Commerce,  I believe,  have  a great  deal  more  to  say 
about  Co-operative  Societies  than  what  is  in  that 


5959.  I mean  in  relation  to  the  Income  Tax?— That 

is  all  I am  asked  to  put  before  the  Royal  Commission 
to-day.  . 

5960.  Do  you  suggest  this  is  not  the  whole  of  then- 
case  in  relation  to  Income  Tax? — No;  in  relation  to 
Income  Tax,  this  is  all  that  I am  asked  to  place  before 
the  Royal  Commission.  I think  that  is  a specific, 
clear  statement.  I am  not  asked  to  put  forward  any- 
thing else  in  regard  to  Co-operative  Societies  to-day, 
or  any  time,  before  this  Royal  Commission. 

5961.  May  I ask  then  if  it  is  the  whole  of  your  case 
in  relation  to  Income  Tax? — It  is  the  whole  of  the  case 
that  I have  to  bring  before  this  Royal  Commission.  If 
you  are  going  to  ask  what  is  inside  my  mind,  that  is 
quite  another  matter ; it  would  lead  us  into  a very 
long  discussion,  which  would  not  be  of  any  profit,  I 


think. 

5962.  You  have  already  admitted  that  you  do  not 
know  very  much  about  these  organisations? — No,  I 
have  not  admitted  that.  I have  made  no  special  study 
of  the  matter. 

5963.  One  function  of  the  Commission,  besides  re- 


ceiving information,  is  sometimes  to  impart  it  ? — I 
shall  be  very  glad  if  you  will  give  me  some  informa- 
tion. 

5964.  In  paragraph  22  you  say  that  it  was  not  the 
intention  to  allow  them  to  trade  with  the  general 
public,  as  they  do  to  a considerable  extent? — I think 
that  is  so. 

5965.  It  is  no  use  my  asking  you  if  you  have  any 
figures  to  support  that.  May  I ask  you  whether  you 
would  be  surprised  to  learn  that  normally  the  “ con- 
siderable extent  ” is  less  than  one  half  per  cent,  of  the 
total? — I have  not  a figure;  I will  take  it  from  you. 
If  you  say  that  is  the  figure,  I will  accept  it. 


5966.  Would  you  consider  that  a considerable 
extent?— It  depends  upon  your  turnover.  I believe 
your  turnover  is  enormous. 

5967.  I think  you  had  better  refer  to  the  turnover 
of  the  Co-operative  Societies,  not  to  mine?— I mean 
the  turnover  of  the  Co-operative  Societies  is  enormous. 

I do  not  think  you  ought  to  trade  with  the  general 
public  unless  you  accept  the  same  obligations. 

5968.  Then  I expect  you  would  be  surprised  if  J 
were  to  suggest  that  the  societies,  and  the  movement 
generally,  do  accept  the  same  obligations  as  the  general 
public,  and  claim  that  they  fulfil  them?— In  regard  to 
Income  Tax  ? 

5969.  Certainly. — I am  glad  to  hear  it. 

5970.  In  the  next  sentence  you  say  that  during  the 
war  these  societies  have  obtained  large  Government 
contracts? — Yes. 

5971.  Do  you  base  your  position  generally  in  this 
paragraph  on  the  transactions  during  the  war  ? — No ; 

I think  it  leads  to  the  conclusion  that  the  Co-operative 
Societies,  like  a great  many  more  people,  are  out  for 
profit. 

5972.,  Are  you  aware  that  they  have  been  com- 
pelled to  take  these  Government  contracts,  and  that 
their  own  business,  like  the  business  of  other  people, 
has  suffered  a great  deal  in  doing  it? — I am  glad  to 
hear  that  under  the  Defence  of  the  Realm  Act  you 
have  not  escaped. 

5973.  Has  there  ever  been  any  suggestion  that 
under  the  Defence  of  the  Realm  Act  we  have? — No; 

I do  not  make  it. 

5974.  Would  you  mind  answering  my  question, 
then?  Are  you  aware  that  the  business  of  the  socie- 
ties, in  many  cases,  has  been  considerably  crippled, 
not  only  by  the  commandeering  of  their  premises  and 
plant,  but  by  their  voluntarily  relinquishing  it  for 
the  good  of  their  country?— I should  be  very  surprised 
to  hear  that  you  had  not  done  everything  in  your 
power  towards  the  prosecution  of  the  war,  like  other 
people.  I should  be  more  surprised  to  hear  that. 

5975.  I simply  ask  you  if  you  are  aware  of  the  fact 
that  large  plants  have  been  taken,  and  factories  as 
well,  by  the  Government,  and  that  the  staffs  of  these 
organisations  have  been  required  to  work  for  the 
nation’s  good ; and  presumably  on  the  results  of  those 
transactions  you  now  make  a special  plea  for  their 
taxation  to  Income  Tax.  That  is  my  point?— If  they 
made  profits  out  of  those  transactions,  I say  they 
ought  to  pay  taxes,  like  other  people.  Other  people 
who  have  taken  profits  from  the  Government  have  had 
to  pay  taxes. 

5976.  Is  it  not  possible  for  you  to  give  me  an  answer 
to  the  question  I put  to  you  ? 

5977.  Chairman : Mr.  May  has  asked,  are  you  aware 
of  a certain  thing?  Now  could  you  not  answer 
whether  you  are  or  not?— Yes,  my  lord,  I will  answer 
at  once.  Personally,  I am  not  aware  of  it. 

5978.  Mr.  May : Then  you  may  accept  my  assurance 
that  to  a very  large  extent  ft  has  taken  place? — Cer- 
tainly. I offered  to  do  that  before  the  argument  took 
place. 

5979.  Then  presumably  you  are  not  aware  that  the 
majority  of  those  contracts  have  been  carried  out  in 
some  cases  at  a loss,  and  in  many  cases  without  pro- 
ducing profit  at  all  ? — V ery  well ; then  there  is  nothing 
to  pay  on  them ; and  if  you  have  made  losses  I should 
say  you  should  be  entitled  to  set  them  against  profits. 
I do  not  want  Co-operative  Societies  unjustly  treated. 

5980.  But  you  ask  for  special  treatment  to  be  meted 
out  to  them  because  they  have  carried  out  those  con- 
tracts during  the  war? — Certainly  not;  I do  not  ask 
for  anything  of  the  sort.  I say  where  they  trade  in 
competition  with  the  general  public  they  should  be 
taxed,  as  the  general  public  are.  My  whole  contention 
with  regard  to  these  Income  Tax  laws  is  that  we  must 
have  equality  of  administration. 

5981.  Do  you  suggest  there  is  not  equality  of 
administration  at  the  present  time? — In  my  opinion 
there  is  a great  deal  of  leakage. 

5982.  This  is  not  a question,  surely,  of  leakage  from 
administration  that  you  propose  here,  but  it  is  a ques- 
tion of  the  application  of  the  tax  ? — My  whole  evidence 
to-day  has  been  to  show,  not  only  on  this  particular 
poin,t  but  on  other  points,  that  the  collection  of  the 
tax  might  be  improved  and  the  yield  made  larger. 


298 


dotal  commission  on  the  income  tax. 


3 July,  1919.]  Sir  James  Martin,  Mr.  E.  Beleodr  and  Mr.  Percy  E.  Beingangm. 


[ Continued. 


5983.  Ihis  is  a paragraph  of  your  evidence  which  is 
not  devoted  to  the  general  question  of  collection,  but 
to  the  special  case  of  Co-operative  Societies?— Yes,  and 
it  is  a very  narrow  paragraph,  and  one  that  does  not 
^-oo  f f ^ admi.t  of  a great  amount  of  argument. 

OJS4.  And  to  which  you  apparently  do  not  attach 
very  great  importance?— Pardon  me;  I attach  very 
great  importance  to  it. 

Very  well  then,  it  is  worth  while  pursuing  it 
a little  further.  You  say  that  you  do  not  desire 
tbat  any  special  exception  should  be  made  with  regard 
to  Co-operatrve  Societies  in  applying  the  tax.  Is  that 
so i— I am  not  prepared  to  go  into  the  whole  question 
ot  the  trading  of  Co-operative  Societies,  and  I have 
limited  my  recommendations  to  what  appears  here 
in  print  I submit  that  the  case  will  be  met  bv 
making  liable  to  Income  Tax  such  Co-operative 
oocieties  as  trade  with  anyone  outside  their  registered 
list  of  members.  That  recommendation  is  very  clear. 

5986.  Very  clear.  There  is  only  one  question  more 
1 will  ask  you.  You  have  accepted  my  statement  that 
normally  the  trade  of  Co-operative  Societies,  which 
you  desire  to  tax,  is  not  more  than  one  half  per 
cent. . — Certainly,  I accept  your  figure. 

• D?/°“  till*  it  worth  while  making  a change 

in  the  legislation  in  order  to  secure  a tax  on  one  half 
. per  cent' — Yes,  I do,  most  decidedly. 

5988.  Mr.  Walker  Clark:  Just  one  or  two  questions 
on  the  matter  of  evasion  of  the  tax.  Do  you  suggest 
that  those  traders  who  evade  the  tax  are  small 
traders  solely? — No. 

5989.  Not  so  much  on  evasion,  as  the  man  who 
does  not  keep  books?— The  man  who  does  not  keep 
books.  I do  not  suggest  that  they  are  always  small 
traders.  I suggest  that  they  are  people  who  would 
probably  be  able  to  produce  a set  of  books,  who  are 
m a larger  way  of  trade,  but  they  do  not  contain 
ail  their  proper  entries. 

5990.  Would  you  suggest  a statutory  form  of  book- 
keeping for  this  purpose?— No.  I do  not  think  I 
would  go  as  far  as  a statutory  form  of  bookkeeping. 

I suggest  what  is  printed  here.  Such  books  of 
account  as  are  usual  and  proper  in  the  business 
carried  on,  and  as  will  sufficiently  disclose  the  busi- 
ness transactions  and  the  financial  position.  I do  not 
want  to  go  further  than  that. 

5991.  Books  approved  by  whom?  The  point  I want 
to  get  at  is  this.  You  know  perfectly  well  that 
accounts  are  frequently  submitted  to  Surveyors  which 
are  not  acceptable? — Yes. 

5995b  What  I want  to  get  at  is,  in  what  form  you 
suggest  the  traders  should  present  their  accounts,  if 
they  keep  them,  in  order  to  secure  the  assent  and 
passing  by  the  Surveyor?— In  what  form  they  should 
present  their  accounts  ? 

5993.  I will  put  it  in  another  way.  Would  you 
suggest  that  all  the  accounts  should  be  submitted 
by  a public  accountant  ?— I expressly  said  in  my 
statement  that  I would  not  go  as  'far  as  that.  I 
want  the  hooks  kept. 

5994.  I accept  the  answer;  I do  not  want  to  go 
further  into  that  point.  In  reference  to  depreciation, 
wear  and  tear,  and  so  on,  you  suggest  an  appeal 
to  a special  board,  a new  authority ?_ Yes  if  we 
cannot  agree.  I think  you  know  that  the  ’number 
of  cases  of  disagreement  is  very  much  Smaller  than 
the  number  of  cases  where  we  can  agree;  still  where 
board  ^ * dlfference>  1 wouId  Iike  to  go  to  a ’special 

5995.  That  is  the  very  paint  I wanted  to  get  at. 

I he  number  of  cases  of  disagreement  are  very  few? 

I hey  are  a minority. 

5996.  Very  few? — Yes. 

5997.  Speaking  as  a Commissioner,  I remember 

only  .about  six  cases  during  the  last  two  years  in 
our  district?— I am  perfectly  prepared  to  say  that  I 
do  not  think  the  number  of  appeals  would  be  large 
I here  is  generally  a spirit  of  sweet  reasonableness 
on  both  sides,  and  I think  it  would  lead  to  agree- 
ment. 6 

5998.  You  suggest  that  there  should  be  an  agree- 
ment for  a general  rate  of  depreciation  in  certain  in- 
dustries?— Yes. 

5999.  Is  it  not  a fact  that  the  same  industry  varies 
very^much  indeed  in  different  districts  ?— That  is  so. 


6000.  So  that  it  is  almost  impossible  to  arrive  at 

what  is  the  fair  rate  of  depreciation  on  a flat  rate  ? 

I quite  agree  there  are  those  difficulties,  and  that  is 
why  I think  it  is  worth  an  attempt  to  see  if  we  can 
group  industries.  Of  course  an  industry  in  one  part 
of  the  country  and  an  industry  in  another  part  might 
vary. 

6001.  Hierefore  the  Local  Commissioners  come  in, 
and  the  central  board  fails,  because  the  Local  Com- 
missioners know  the  district,  and  the  central  board  do 
not? 

6002.  Chairman : Your  point  against  the  witness  is 
that  you  believe  in  Local  Commissioners  as  against 
the  central  board? 

er°m-,Mr\l^lier  ClarIc : That  is  exac%  the  point. 
(To  TI  itnrss)  With  reference  to  agents,  is  it  not  a fact 
that  a good  deal  of  the  trade  which  is  done  by  these 
agents  on  behalf  of  foreign  firms  is  described  popu- 
larly by  the  word  “ dumping  ” ?— I do  not  know  of 
that,  and  I have  not  heard  it  alleged  in  the  London 
Chamber  of  Commerce. 

6004.  Generally  speaking,  your  evidence  would  be 
confined  to  the  London  district,  rather  than  to  the 
country  AstrictsP-Oertainly;  I give  evidence  on 
behalf  of  London  only. 

6005.  This  evidence,  I take  it,  has  been  in  the  main 
principles  approved  by  either  a large  committee  or  by 
the  Council? — By  a committee. 

6006.  And  that  committee  included  traders? Yes. 

6007.  And  the  traders  agreed  in  the  main? — Yes. 

6008.  Mr.  McLintock  : I would  like  to  ask  you  a 
question  about  paragraph  9 of  your  proof,  “ Evasion 
of  Income  Tax  and  Super-tax.”  Your  remarks 
generally- refer  to  Income  Tax?— Yes. 

6009.  You  make  a very  definite  statement  there 
that  there  can  be  no  doubt  that  a large  sum  annually 
is  lost? — Yes. 

6010.  Cun  you  give  us  any  idea  of  the  amount,  or 
the  ground  for  that  statement?— No,  I cannot.  . All 
1 can  say  is  that  from  my  personal  experience  I know 
that  revenue  is  lost. 

6011.  You  said  that  you  have  no  personal  profes- 

sional experience  of  the  small  trader?— With  the  shop- 
keeper. I think  that  was  the  question  put  to  me 
You  must  limit  it  to  that.  I think  the  word  “ shop- 
keeper was  put.  ^ 

60i2  I think  there  is  probably  a popular  fallacy 
that  there  is  a large  sum  of  tax  being  lost,  and  the 
Commission  naturally  are  very  anxious  to  find  any 
source  from  which  additional  revenue  can  be  obtained 
which  is  presently  being  lost,  in  order  to  help  to  make 
up  for  all  the  claims  that  are  being  made  to  the  Com- 
mission for  relief? — Certainly. 

6013.  Do  you  seriously  suggest  that  there  is  much 
more  revenue  to  be  got  from  the  small  trader  who  fails 
to  keep  books,  by  more  correct  accounting  on  his  part? 
there  may  be  a great  many,  but  is  there  much  revenue 
to  be  got?  He  is  the  man  generally  who  does  not  keep 
books:  the  grocer,  the  baker,  and  the  butcher;  he 
knows  how  much  is  in  the  bank,  and  he  knows  how 

"nbe,r4iP,vlp''  and  1,0  k”°™  how  much 

meat  he  takes  out  of  Ins  shop,  and  so  on.  But  is  there 
much  tax  to  be  got  from  that  source?— I should  say 
there  is  a good  deal.  J 

6014  Can  you  put  a figure  to  it?— No,  it  is 
absolutely  impossible. 

, ®015;,T,OU  See’  you  make  a ™ry  definite  statement 
" : be  ho  doubt  ” ? — Yes ; I say  there  is 

bee™.  * tha|  th?r,e  18  a,  ”'g0  sm”  Iost  40  tho  Revenue 
because  people  either  do  not  keep  books,  or,  if  they 

keep  them  they  keep  books  which  are  more  or  less 
useless ; and  I use  that  as  an  argument  that  the  State 
should  prescribe  that  every  man  in  trade  should  keep 
proper  books  of  account,  and  I think  it  would  not  be 
a hardship  upon  anybody. 

6016.  I suggest  to  you  that  it  would  be  more  correct 
““’O  ma.y  he  some  doubt  ”?— No 
6017  On  the  question  of  the  other  type  of  evasion 
you  refer  to  the  wealthy  individual  who  goes  about 
and  lives  m expensive  hotels?— I do  not  think  I said 
wealthy  and  “ expensive.”  I said  there  are 
taxation  Wh°  Wandor  about  the  country  and’  evade 
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6018.  Mr.  May : And  live  in  expensive  hotels? — It 
does  not  matter;  I do  not  know  whether  I said  that 
or  not. 

6019.  Mr.  McLintoclt : I would  , suggest  you  are 
referring  to  what  I might  term  the  wealthy  wanderer? 
Yes,  there  are  such  people.  1 know  such  people. 

6020.  Do  those  wealthy  men,  as  a rule,  not  draw 
their  incomes  from  sources  which  are  taxed?— I said 
in  my  examination  that  a good  deal  of  their  income 
was  taxed  at  the  source.  1 admitted  that. 

6021.  Then  there  is  not  much  evasion  there? — Not 
where  they  are  taxed  at  the  source;  of  course  they 
cannot  evade  then. 

6022.  The  reason  why  I put  that  question  is  this. 
It  is  very  desirable  that,  if  the  popular  belief  that 
there  is  a large  sum  being  lost  is  wrong,  it  should  be 
cleared  up,  because  if  the  other  reliefs  are  to  be  given, 
it  means  a higher  tax  to  the  present  taxpayer.  There 
is  one  point  of  evasion  you  did  not  touch  on,  in  regard 
to  the  Super-tax,  namely,  the  case  of  the  private 
limited  company  which  retains  in  the  business  large 
sums  of  profit,  and  does  not  pay  them  as  dividends. 
Has  that  come  to  your  knowledge? — I know  that 
reserves  are  created,  but  I am  not  aware  of  improper 
reserves  being  created. 

6023.  I am  not  suggesting  improper.  Has  it  come 
to  your  knowledge  that  in  many  private  limited  com- 
panies where  the  shareholders  are  practically  the 
managers  and  directors  of  the  business,  they  declare 
a dividend  sufficient  for  their  immediate  wants,  and 
retain  the  balance  in  the  business? — And  the  Inland 
Revenue  get  the  tax  on  the  profits  of  the  business. 

6024.  What  about  the  Super-tax?  I will  put  a 
specific  case  to  you,  or  a type  of  case.  Say  three 
people  are  interested  in  a limited  company,  and  they 
have  income  from  other  sources,  and  they  decide  to 
draw  no  dividend  whatever  from  the  limited  com- 
pany, which  makes  large  profits.  It  is  their  income, 
nevertheless,  but  they  only  pay  Income  Tax  on  it,  and 
not  Super-tax.  Has  that  type  come  to  your  know- 
ledge?— I have  seen  such  cases,  certainly. 

6025.  I suggest  to  you  that  there  is  a fund  where 
there  is  a legal  evasion — I do  not  mean  a fraudulent 
evasion,  but  a legal  evasion— which  may  produce  a 
large  sum  of  tax?— It  must  depend  upon  the  facts 
in  each  case;  and  I do  not  believe  that  those  funds 
are  accumulated  in  that  way  for  the  purpose  of 
evading  Super-tax  or  any  other  tax.  You  have  to 
create  capital  somehow  or  other,  and  many  of  these 
companies  would  have  gone  clean  to  the  wall,  had  it 
not  been  for  that  prudent  management  which  has 
kept  the  profits  in  the  business,  especially  during 
the  war,  when  they  have  not  been  able  to  raise 

' 6026.  I quite  agree  with  you. — And  the  State 
gets  the  benefit  of  that  capital  year  by  year. 

6027.  Suppose  the  individuals  m question,  in  a 
case  such  as  I have  given  you,  take  a loan  from  the 
company,  as  it  does  not  need  the  capital?— If  any 
of  those  individuals  are  getting  up  a sort  of  tor- 
tuous avenue  for  the  purpose  of  defrauding  the 
Inland  Revenue,  I have  no  sympathy  for  them,  and 
the  sooner  they  are  caught,  the  better.  That  is 
another  question;  but  to  allege,  if  it  be  alleged,  that 
these  profits  are  accumulated  in  business  foi  the 
purpose  of  evading  Super-tax,  is,  to  my  mind, 

6028  Have  you  never  heard  of  the  formation  of  a 

trust  by  an  individual  with  a large  income?— 1 
have  heard  of  all  sorts  of  frauds——  . 

6029  No;  they  are  not  frauds? — But  the  great 
majority  of  our  trading  is  honest.  There  is  a 
minority  always  out  to  evade  their  obligations  as 
citizens ; those  people  I should  like  to  catch. 

6030  I do  not  suggest  that  what  is  being  done  at 
present  is  dishonest;  it  is  legally  a quite  proper 
thing  to  do.  Do  you  approve  of  legal  evasion  of 
that  type  being  prevented  ?— I have  first  got  to  have 
it  proved  to  me  that  it  is  a legal  evasion. 

6031.  Chairman:  Have  these  cases  to  which  Mr. 
McLiiltock  is  referring,  come  to  your  notice  in 
London?— I have  said  that  there  are  many  cases 
where  profits  are  allowed  to  accumulate  in  a business 
—in  companies,  but  that  is  for  the  purpose  of  creat- 
ing capital  to  carry  on  business- 


6032.  Going  on  the  lines  of  Mr.  McLintock’s  ques- 

tions, have  you,  in  your  experience,  come  across 
those  cases  ?— Certainly,  but  not  for  the  purpose  of 
fraudulent  evasion  of  any  taxation ; I certainly  have 
n°t.  , ,.  ,. 

6033.  Mr.  McLintock : I did  not  use  the  adjective 
“ fraudulent  ”?— Personally  I call  a fraud  a fraud. 

I do  not  care  about  mincing  matters. 

6034.  Are  you  in  favour  of  tapping  that  source  for 
Super-tax,  for  example,  which  escapes  at  present? — 
The  matter  wants  very  careful  consideration. 

6035.  That  is  all  you  can  say?— Yes,  that  is  all  I 
can  say. 

6036.  On  the  question  of  depreciation,  I suppose  it 
is  within  your  knowledge,  as  it  is  very  much  within 
within  mine,  that  generally  speaking,  the  Local  Com- 
missioners have  not  very  much  to  say  in  the  settling 
of  rates  of  depreciation  between  the  taxpayer  and 
the  Inland  Revenue  to-day,  in  reality? — I think  the 
different  agents  of  the  Inland  Revenue  express  their 
views  on  all  these  things  very  freely. 

6037.  That  is  not  my  point.  Take  one  of  these 
groups  of  trades.  There  are  many  of  them  who  have 
made  arrangements  with  the  Inland  Revenue  at 
present  ?— There  are  some. 

6038.  A group  of  taxpayers,  or  an  individual  tax- 
payer, goes  direct  to  the  Inland  Revenue,  and  he 
produces  to  the  Inland  Revenue  the  facts  regarding 
his  particular  plant  and  machinery,  and  he  satisfies 
the  Inland  Revenue  that  a certain  percentage  is  a 
fair  rate,  and  they  settle  it  between  them  ?— Yes. 

6039.  While  the  Commissioners  may  give  some 
formal  approval,  you  never  meet  them,  and  they 
never  come  into  the  picture  at  all?  Are  you  re- 
ferring to  the  General  Commissioners? 

6040.  I refer  to  all  of  them.  General  and  Special? 

Where  the  Inland  Revenue  settle  the  rates  with  you, 

of  course  they  do  not  interfere.  In  fact,  in  Dine 
cases  out  of  ten,  one  never  gets  to  the  Commissioners 
at  all;  you  settle  it  across  the  table  with  the 
Surveyor.  , ^ 

6041.  Your  proof  indicated  that  the  General  Com- 
missioners had  not  sufficient  knowledge  to  settle  an 
important  question  like  that? — I was  referring  to  a 
clause,  I think  it  is  in  the  Finance  Act,  1918 
section  24.  I believe  that  certain  rates  are  agreed 
upon,  but  it  is  subject  to  the  approval  of  the  Special 
or  General  Commissioners.  I hope  I am  quoting  it 
rightly. 

6042.  I suggest  that  is  put  m because  they  dp  not 
want  to  slight  the  Commissioners? — That  is  all  I was 
referring  to,  and  I say  that  those  General  Commis- 
sioners, as  a rule,  do  not  know  very  much  about  these 
questions  of  depreciation.  But  I am  prepared  to  go 
further  than  that,  and  I say  that  in  the  great 
majority  of  cases  these  questions  are  settled  with  the 
Surveyor  across  a table. 

6043  Or  the  Board  of  Inland  Revenue  at  Somerset 
House?— Or  the  Board  of  Inland  Revenue  at  Somer- 
set House.  , 

6044.  And,  generally  speaking,  if  you  can  put  up 

a fair  case  for  a certain  rate  you  get  it?— I am  mak- 
ing no  attack  of  any  sort  on  the  Board  of  Inland 
Revenue  or  their  agents.  . J , . , 

6045.  Then  there  is  the  case  that  is  put  of  inade- 
quate depreciation  allowance.  I suggest  it  is  the 
exception  rather  than  the  rule?— The  allowances 
which  are  prudently  set  aside  in  commercial  accounts 
are  often  not  recognized  by  the  Inland  Revenue.  _ 

6046.  Do  you,  as  an  accountant,  admit  that  it  is 
very  risky  to  allow  every  taxpayer  to  be  the  judge 
of  the  prudence  of  a given  amount  for  wear  and 

tear? Yes;  of  course  a man  must  not  be  a judge  in 

his  own  case;  I quite  agree  with  that.  . 

6047.  On  the  question  of  Co-operative  Societies,  l 
want  an  answer  from  you  as  an  accountant  this  time. 
Would  you  agree  with  the  proposition  that  every 
Co-operative  Society  should  state  on  the  face  of  its 
accounts  the  profit  made  from  trading  with  non- 
members,  as  distinct  from  profit  made  with  members. 

Yes. 

6048  Do  you  agree  that  it  would  be  necessary  to 
ascertain  the  dividend,  and  therefore  the  sales  to  all 
members? — Yes. 
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^ should  not  be  a difficult  accounting 
problem? — No.  6 

6050.  Then  we  come  to  the  general  principle  of 
profit  made  on  the  members’  trade.  Do  you  person- 
ally hold  the  view  that  as  regards  the  members’  trade 
it  might  not  be  worth  the  while  of  the  State  to  go 
to  the  trouble  of  having  assessments? 

6051.  Mr.  Brace : The  witness  just  now  said  to  the 
Commission  that  he  did  not  know  anything  on  the 
subject;  otherwise  I was  going  to  examine  him. 

6052  Mr.  McLintock : I am  putting  to  him  a 
general  accountancy  question  that  anyone  with  merely 
a knowledge  of  accountancy  can  answer. 

6053.  Mr.  Brace : It  is  more  than  that. 

6054.  Chairman:  I was  going  to  suggest  that  the 
matter  of  Co-operative  Societies  comes  on  as  a 
separate  point  with  us  a little  later  on,  and  therefore 
we  might  leave  that. 

6055.  Mr.  McLintock:  Very  well,  I will  leave  it. 
there  was  another  point,  but  I will  not  put  it.  Now 
on  the  question  of  trade  associations,  do  you  know 
that  it  is  not  unheard  of  for  some  trade  associations 
to  accumulate  large  reserves  out  of  the  subscriptions 

levies  paid  by  their  members? — Naturally  thev 
is 

may^be  SOmetlmes  is  Pretty  substantial? It 

6057.  That  should  not  escape  tax,  should  it?— Then 

*2  be. tased  1 shaJ1  wanfc  everything 
gone  into — clubs,  for  instance. 

®058-.  1 a“  ,?ot  osking  you  about  anything  but  the 
one  point  at  the  moment.  You  seemed  to  express  an 
opimon  that  you  were  not  altogether  favourable ; you 
KfJ??  "“‘  no*  legally  liable? — I stated  what  I 
believe  to  be  the  fact:  that  they  are  not  legally 
liable  and  that  the  Inland  Revenue  cannot  enforcj 

Sre  tL^Tto  em  h pr“ent  time'  1 feel  finite 

have  d„ne  £ 7 001,13  haV6  would 

***  •3o.n<5  tbink  probably  they  would  deny  that, 
Zrf  T.  V1  ,<les“abIe  ‘bat  that  particular  type  of 
agr«tltt  yon  "°*  eS°ape  *a*a‘i°n?-I  do  not 
6060.  Even  by  agreement?_I  do  not  agree  at  all. 

„ Tl*  y<ra  haTe  iust  oppressed  a desire  that  no 

But  whel3  eSCaP°  taxation  as  a general  proposition  ?- 
But  where  a man  pays  a subscription  to  an  association 
which  is  carried  on  for  the  purpose  of  protecting  and 
promoting  his  interests,  that  association  being  one 
registered  not  for  profit,  and  no  dividend  cfn  E 
declared  by  that  association  otherwise  it  loses  its 
InceomeeT8aTly  ‘-ere  liabfe  t 

tioT  T l “T  *aI  ving  about  a flve  guinea  subscrip- 
tion; I am  ta  king  about  an  annual  contribution  to  a 
trade  association?-!  am  afraid,  unless  it  is  a specific 
subscription  I cannot  follow  it.  I do  not  quite  W 
mmlan  °f  aBS00Ia‘lc"1  you  are  alluding  to. 

d!°dS  wfth 

sdltK i tdo  not  8ait0 

wShaTw  contribute  levies  on  their  out 
P Tb.t  ■ 13  ln  “y  min<J  bore. 

O6o.  That  is  the  type  of  association  that  makes 

t "“•h  the  In,and  Revenue  today 

that  is  not  what  is  in  your  mind?— I am  referring 
more  to  associations  which  are  carried  on  unde? 
licence  by  the  Board  of  Trade.  undei 

6066.  I was  not  referring  to  those? TTmaa 

butofi0118  Tfba  » miud  whereThey™rotadis  S 

bate  any  portion  of  their  funds  by  wa/of  dividend 

6067.  Yon  do  not  suggest  the  type  I have  put  to  vou 
should  escape  taxation  ?-I  should  have  to  go  into  the 
question.  I am  afraid  I could  not  answef  that  off 

ivSis°in  fthir^- 

SSST*  £*  «a«%  convey  reLantogo/the 

section.  An  insurance  companv  is  entitled  +_ 
deduction  from  its  taxed  income  in  respect  of  the 
expenses  incurred.  You  make  no  reference  to  that 

sorry' the  I™  '?ake  “ 8eI,oral  statement?-!  a» 
sorry  the  quotation  is  not  set  out. 


6069.  It  is  rather  material  when  you  come  on  to  the 
second  part.  “ There  are  many  businesses  outside 
those  expressly  named  which  regularly  invest  funds  as 
a part  of  the  business,  and  where  Income  Tax  deducted 
at  the  source  on  the  yield  from  such  investments 
exceeds  the  actual  profits  of  the  business?  ” — Yes. 

6070.  What  sort  of  business  have  you  in  mind? — 1 
had  in  mind  the  merchant  banking  business  when  that 
paragraph  was  put  in. 

6071.  W ill  they  not  get  a deduction  for  the  expenses 

of  their  business,  from  whatever  profit  they  make? 

No,  I understand  not  from  the  income  derived  from 
investments ; they  are  taxed  at  the  source. 

6072.  Why  are  they? — Because  that  income  is  part 
of  the  income  of  the  business. 

6073.  For  Income  Tax  purposes,  if  you  assume  that 
their  expenses  exceed  their  interest,  there  would  be  a 
loss?— Yes. 

6074.  Is  there  not  a remedy  under  the  Act  for  re- 
covering?—I suggest  not  in  these  cases. 

6075.  I suggest  there  is  relief  for  such  a case  as  I 
have  just  put  to  you? — I am  advised  by  an  eminent 
firm  in  the  City  of  London  that  there  is  no  relief  for 
them. 

6076.  We  will  take  specific  facts  before  a general 
statement? — You  must  understand  this:  that  I have 
had  the  facts  given  to  me,  but  I do  not  want  to  dis- 
close to  the  Royal  Commission  the  names  of  the 
people  who  have  entrusted  me  with  the  facts;  but  I 
think  the  Commission  will  take  it  from  me  that  this 
is  an  actual  case  which  has  been  given  to  me  by 
a well-known  firm  in  the  City  of  London  whose  name 
would  be  known  to  nearly  all  the  Commissioners 
present. 

6077.  Chairman : You  accept  that,  Mr.  McLintock? 

6078.  Mr.  McLintock:  Yes,  I do;  but  rny  point  is 
merely  this : that  this  statement  goes  down  in  evi- 
dence that  such  a thing  happens,  and  it  is  not  quite 
correctly  put,  I suggest? — All  I can  say  is  that  I put 
it  to  the  best  of  my  ability,  and  I am  sorry  if  it  does 
not  come  up  to  expectation.  I have  done  the  best  I 
can;  I cannot  say  more. 

6079.  Chairman:  Both  Mr.  McLintock’s  questions 
and  your  answers  will  come  out  in  the  evidence. 

6080.  Mr.  Manville:  In  connection  with  paragraph 
Zc  * ^"°Lur  Pr?of>  I expect  it  is  within  your  knowledge 
that  other  witnesses  who  have  appeared  before  the 
C ommission  have  not  only  objected  to  the  payment  of 
directors  fees  free  of  Income  Tax  and  Super-tax, 
but  have  also  objected  to  dividends  being  paid  bv 
companies  “free  of  Income  Tax’’?— Yes,  I have 
heard  of  that. 

6081.  Do  you  agree  with  that?— I do  not  think  I 
am  prepared  to  go  as  far  as  that. 

• 6?l2'  ^ouId  7ou  talje  the  view  that,  especially 
in  these  days  when  the  Income  Tax  is  as  high  as  it 
is,  it  is  quite  a serious  thing  for  a company  issuing 
prior  securities  to  pay  them  “ free  of  Income  Tax  ’’ 
up  to  a certain  point  so  as  to  get  automatic  relief? 

• 1 am  not  prepared  to  go  as  far  as  those 

witnesses.  I have  heard  of  that  evidence,  but  I am 
not  prepared  to  adopt  it. 

6083  Sir  W.  Trower : Sir  James,  we  have  the  great 
advantage  of  your  presence  to-day;  may  I ask  you 
a general  question?  May  I put  it  that  the  savings 
of  one  year  are  required  for  the  extension  of  the 
and  - ‘be 

thfnTlLr^Sa^  y°U  ^ tha*  "ay?-reS,  * 

™85I  Th?t  h?11!8  s0’.  in  your  experience  has  the 
present  rate  of  taxation  diminished  savings  so  as 
injuriously  to  affect  the  trade?— I certainly  think 

tradfh  haTe,an  injurious  effect  on 

trade,  hut  under  existing  conditions  I am  not  pre- 
pared  to  condemn  the  high  rate,  because  of  tho 
purposes  for  which  it  has  been  levied 

wwu6’  obj'eot  in  askinK  *bs  question  is  to  know 

affected’'  °f  *aXation  haS  0r 

ouestion  ?*  Td  PtThaps  Y™  cannot  answer  my 
Effected  am  not  prepared  to  say  that  it  has 
affected  trade ; it  has  certainly  affected  people’s  in- 
comes  derived  from  trade. 

6087.  And  it  has  therefore  precluded  them  from 

rertafnlvTt7  it  P»  their  bSSei™ 

' enamly,  it  must  have  that  effect. 
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6038.  Therefore  it  has  prevented  some  embarkation 
of  capital  in  business  for  extension? — Yes,  I quite 
follow,  now.  Owing  to  the  high  rate  of  Income  Tax 
one  has  not  got  the  same  amount  of  savings  to  invest 
in  business. 

6089.  Have  you  at  all  considered  whether  the 
present  rate  of  taxation  is  the  limit  which  can  be 
placed  on  the  subject  without  detriment  to  trade? — 

I should  say  if  it  went  any  higher  it  would  be  really 
— I do  not  want  to  use  an  exaggerated  word,  but 
I think  it  would  be  a great  hardship. 

6090.  Mr.  May : May  I ask  whether  Sir  J ames  is 
now  expressing  the  view  of  the  London  Chamber  of 
Commerce  or  his  own  view? — I cannot  in  cross- 
examination  say  whether  I am  expressing  the  views 
of  the  Chamber  on  something  that  is  not  before  the 
Chamber. 

6091.  Chairman : You  know  the  reason  why  Mr. 
May  asks  you,  of  course? — Yes.  I could  not  be  cross- 
examined  at  all  df  I had  to  refer  every  answer  to  a 
Committee. 

6092.  Mr.  May : It  is  a pity  you  did  not  realize  that 
earlier. 

6093.  Chairman : A Commissioner  can  always  ask  a 
witness  whether  he  is  giving  his  own  views  or  the 
views  of  the  Chamber  of  Commerce. — My  lord,  I do 
object  to  the  remark  Mr.  May  made  to  me.  He  said 
it  is  a pity  I did  not  realize  it  earlier.  I have 
endeavoured  to  come  here  and  give  the  best  assistance 
I can  to  this  Commission. 

6094.  Mr.  May:  I submit,  my  lord,  that  most 
obviously  Sir  James  refused  to  answer  my  question, 
and  I think  I am  justified  in  suggesting  to  him  that 
it  would  have  been  well  if  he  had  remembered  earlier 
that  he  need  not  apply  to  the  Committee  every  time 
he  answered  a question. 

6095.  Witness:  My  lord,  I leave  myself  in  your 
hands. 

6096.  Chairman:  There  is,  in  Commissions,  a little 
feeling  evolved  sometimes  on  personal  matters,  and 
you  cannot  help  it.  I think  we  can  both  let  it  pass. 
We  are  on  too  big  a subject  to  deal  with  these  things, 
so  we  will  just  pass  that  little  incident  and  will  ask 
you  to  answer  the  question  that  Sir  Walter  Trower 
has  put. 

6097.  Sir  W.  Trower:  I think  you  have  given  me 
an  answer  to  my  question.  In  your  opinion,  so  far 
as  trade  is  concerned,  are  the  incidence  of  the  Income 
Tax  and  the  incidence  of  Death  Duties  inseparably 
connected  as  they  affect  capital? — Yes,  they  both  have 
an  enormous  effect  on  the  question  of  accumulation 
of  capital. 

6098.  So  far  as  inoome  is  concerned  it  is  necessary 
to  provide  for  Death  Duties  by  an  annual  saving,  is  it 
not? — They  must  be  provided  for  in  some  way  or 
other. 

6099.  Then  do  you  answer  my  question  that  they  are 
inseparably  connected  P It  is  said,  I think  it  was 
by  Sir  William  Haroourt,  that  Death  Duties  are  really 
a deferred  Income  Tax.  Do  you  regard  it  in  that 
light? — I am  not  prepared  to  adopt  that  in  its 
entirety. 

6100.  Sir  J.  Earmood-Banner : There  is  just  one 
little  point  with  regard  to  payment  of  directors’  fees 
“ free  of  Inoome  Tax  ” that  I should  like  to  put. 
The  question  was  put  to  you  about  dividends  and  you 
say  you  have  not  a very  definite  opinion  upon  that  ? 

T do  not  think  I am  prepared  to  suggest  that  a law 
should  be  passed  to  prevent  dividends  being  paid 
“ free  of  tax.”  I am  not  myself  quite  sure  who  could 
benefit  by  such  a law. 

6101.  What  about  officials,  managers  and  clerks; 
have  you  any  objection  to  their  being  paid  “ free  of 
Income  Tax  ”? — Not  so  long  as  everybody  who  ought 
to  know  knows  exactly  what  they  are  being  paid. 

6102.  Then  your  animus  really  is  against  directors? 
— The  point  of  view  with  regard  to  directors  is  exactly 
what  I have  put  before  the  Royal  Commission : that 
the  better  off  a director  is,  the  bigger  the  amount  of 
tax  which  is  paid  for  him.  The  shareholder  does  not 
quite  know  what  the  director  is  getting. 

6103.  Mr.  McLintock  put  a question  to  you  about 
Super-tax  upon  amounts  of  revenue  placed  to  reserve. 
Is  it  not  possible,  without  imputing  any  fraudulent 
intention  as  regards  that  amount  of  revenue  placed  to 
reserve,  that  Super-tax  might  be  obtained  on  such 


sums  placed  to  reserve  without  any  detriment  to  the 
general  interests  of  the  country?  For  instance,  I will 
put  this  question.  There  have  been  lately  very 
numerous  clever  resolutions  drafted  by  the  legal 
fraternity,  declaring  that  reserves  out  of  profits  are 
converted  into  capital,  and  then  those  reserves  out 
of  income  are  distributed  in  bonus  shares  to  share- 
holders and  are  being  received  by  them  as  capital  and 
held  as  capital,  and  they  pay  no  Super-tax.  Would 
it  not  be  possible  that  some  regulation  might  be  made 
in  reference  to  that,  so  that  those  distributions  which 
are  really  revenue  distributed  might  be  brought  in 
for  payment  of  Super-tax? — Yes,  I think  so. 

6104.  That  would  bring  in  considerable  sums  of 
money? — Quite. 

6105.  Then  in  paragraph  15  you  give  a list  of  items 
which  you  say  should  be  allowed  as  charges  against 
profits  for  Income  Tax  purposes.  It  is  a very  limited 
list,  is  it  not;  for  instance,  you  do  not  deal  with  the 
capital  expenditure  of  a coal  mine  and  sinking  ? — That 
is  so;  it  is  very  limited. 

6106.  You  do  not  deal  with  goodwill  or  purchase  of 
leaseholds? — No. 

6107.  So  you  did  not  intend  this  to  be  a complete 
list  of  those  items? — No,  that  is  so.  I rather  want 
this  part  of  the  subject  dealt  with  in  detail,  which  I 
have  not  done  myself. 

6108.  You  only  put  a limited  number  in?— Quite. 
I admit  there  are  more  to  be  added. 

6109.  Then  as  regards  evasion  of  Income  Tax; 
perhaps  you  put  it  rather  largely  in  stating  that  there 
are  a great  number  of  persons  liable  who  evade.  Is  it 
not  a fact  that  when  it  is  generally  known  in  a city  or 
town  that  there  are  people  who  are  trading  who  do 
not  pay  Income  Tax,  but  are  yet  making  money,  it  is 
very  detrimental  to  the  general  moral  feeling  of  the 
community,  who  know  those  people  are  making  profits 
and  yet  do  not  pay  ? — That  would  be  so  in  the  smaller 
towns,  but  I think  in  the  great  cities  the  general 
public  know  very  little  of  what  is  going  on.  Of 
course  some  of  us  who  dive  beneath  the  surface  have 
different  ideas. 

6110.  You  mentioned  people  living  in  hotels.  Is  it 
not  the  fact  that  those  people  who  make  those  profits 
are  living  in  very  small  offices  and  garrets,  and  are 
carrying  on  large  businesses  in  produce,  cotton,  wool, 
timber,  and  other  trades? — Yes. 

6111.  And  by  doing  so  and  living  in  small  premises 
they  very  largely  evade  Income  Tax? — Yes. 

6112.  That  information  comes  to  accountants? — 
Quite. 

6113.  Is  it  not  the  fact  that  to  accountants  comes 
from  time  to  time  evidence  that  big  businesses  are 
being  carried  on  in  very  small  ways? — That  is  so. 

6114.  You  suggest  it  and  put  it  upon  the  Royal 
Commission  and  the  Inland  Revenue  authorities  to 
find  out  how  to  obtain  this  information.  Is  there  no 
way  that  you  could  suggest  of  having  some  list  of 
traders  kept  upon  whom  the  Income  Tax  authorities 
might  put  pressure  for  information?  I do  not  mean 
to  say  that  every  trader  should  take  out  a licence,  as 
a man  takes  out  a licence  for  a dog,  but  would  it  not 
be  a good  thing  that  everybody  who  does  trade  should 
be  required  to  take  out  some  sort  of  licence  so  as  to 
put  on  record  that  he  is  at  liberty  to  trade,  and  then, 
if  his  trading  were  followed  up,  information  would  be 
obtained  and  he  would  be  brought  in  for  purposes  of 
Income  Tax  ? — I think  that  any  person  who  commences 
any  trade  or  occupation  might  be  called  upon  to  give 
notice  to  the  authorities.  I should  object  to  anybody 
being  licensed;  but  it  might  be  incumbent  upon  any 
person  starting  in  a business  occupation,  or  anything 
of  that  kind,  to  give  notice  to  the  Inland  Revenue 
authorities  that  he  has  commenced  business.  Some- 
thing of  that  sort  might  be  done 

6115.  That  is  very  much  the  same  thing? — Yes. 

6116.  And  anybody  trading  without  that  notice 
should  he  liable  to  be  called  up  before  a magistrate 
and  fined,  very  much  in  the  same  way  as  a man  is 
fined  for  keeping  a dog  without  a licence,  or  for  not 
taking  out  his  armorial  bearings  licence? — It  would 
he  something  like  a limited  company  having  to  give 
notice  of  its  address. 
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6117.  The  laws  as  to  secrecy  as  regards  Income 
Tax  are  very  stringent  ? — Yes. 

6118.  Do  you  think  it  is  necessary?  You  are  very 
particular  here  about  people  keeping  books,  but  if 
these  books  of  account  cannot  be  used,  if  they  can 
refuse  to  use  them  for  the  purpose  of  exhibition  to 
the  Inland  Revenue  authorities,  do  you  not  think  it 
would  be  possible  to  relieve  the  secrecy  so  as  to 
enable  the  matters  to  be  dealt  with  more  easily  in 
regard  to  these  books  of  account  at  Somerset  House. 
Is  this  extreme  secrecy  necessary? — I should  not  like 
to  give  any  Government  Department  the  right  to 
rake  over  every  person’s  books;  but  it  seems  to  me 
that  the  Inland  Revenue  has  a very  great  power  in 
its  hands  in  assessments.  If  a man  cannot  produce 
proper  books  of  account  in  support  of  an  appeal 
against  an  assessment,  then  I think  judgment  should 
go  against  him. 

6119.  Sir  E.  Nott-Boicer : I just  want  to  ask  you 
a question  on  your  paragraph  15,  where  you  give  a 
list  of  items  which  you  think  should  be  allowed.  At 
(d)  you  mention  depreciation  of  patents? — Yes. 

6120.  We  have  had  evidence  bearing  on  that  ques- 
tion already  given  my  Mr.  Leake  in  connection  with 
wasting  assets  generally? — Yes. 

6121.  Are  you  aware  that  Mr.  Leake  did  not  put 
forward  any  claim  in  respect  of  depreciation  of 
patents?— I am  very  sorry;  I wanted  to  look  at  Mr. 
Leake  s evidence,  but  I have  not  had  an  opportunitv 
of  reading  it. 

6122.  Mr.  Leake,  although  he  asked  for  a great 
deal,  did  not  ask  for  anything  for  depreciation  of 
patents? — I believe  that  depreciation  of  patents  is 
allowed  for  in  regard  to  Excess  Profits  Duty.  I am 
not  sure,  but  I think  that  is  the  case. 

6123.  I think  that  is  quite  possible,  but  I think 
that  is  really  a different  question.  The  Excess  Pro- 
fits Duty  is  a tax  only  on  business  profits?— Yes. 

6124.  The  Income  Tax  Acts  tax  all  profits— profits 
from  property  as  well  as  profits  from  business? — Yes. 

I was  asked  to  put  this  point  forward,  and  it  seemed 
to  me  to  be  reasonable. 

6125.  I do  not  know  quite  what  you  have  in  your 
mind.  Are  you  thinking  only  of  patents  purchased 
by  a trader  outright  for  a capital  sum  down,  in 
respect  of  which  of  course  he  has  to  make  provision 
to.  write  it  off  during  the  life  of  the  patent?  1 
expect  that  is  what  you  had  mainly  in  mind?— Yes, 
that  was  what  was  mainly  in  my  mind. 

6126.  When  a man  takes  out  a patent  for  an 
article  or  process  he  is  protected  by  the  law  for  a 
period  of,  I think,  14  years?— Yes,  that  is  so. 

6127.  So  that  for  14  years  his  patent  right  is  his 
property,  and  he  will  be  able  to  get  any  annual 
profit  which  arises  from  the  use  of  that  patent 
during  the  14  years? — Yes. 

6128.  He  may  deal  with  the  matter  by  allowing 
some  commercial  firm  to  manufacture  the  article  or 
to  use  the  process,  and  receive  an  annual  royalty 
during  the  time  the  patent  lasts.  At  present  he  pays 
Income  Tax  on  the  full  amount  of  that  annual 
royalty.  Is  not  that  right?  Of  course  it  is  only  a 
temporary  income.  Why  should  he  not  pay  on  the 
whole  amount? — I cannot  labour  this  point  very 
much  with  you.  I was  asked  to  bring  it  forward, 
and  I do  rather  think  that  perhaps  it  would  be  better 
to  hear  some  of  the  other  experts  who  are  going  to 
deal  with  these  matters  in  detail. 

6129.  Mr.  Kerly:  In  your  paragraph  4 and  the 
paragraphs  immediately  following,  you  are  only  deal- 
ing with  Income  Tax  and  you  are  not  dealing  with 
Super-tax?— I think  I must  limit  it  to  Income  Tax 

6130.  You  appreciate  that  the  difficulty  of  Super- 
tax is  that  you  are  dealing  with  the  whole  income, 
wherever  it  comes  from? — Yes,  quite. 

6131.  So  that  any  of  these  proposals  are  partial 
only  in  dealing  with  the  difficulty  ?— Yes. 

6132.  In  the  paragraph  with  reference  to  American 
legislation  to  which  you  refer,  you  no  doubt  observe 
that  the  only  exempted  income  where  tax  is  allowed 
as  a credit  is  on  income  derived  from  a source  in 
tho  country  exacting  the  tax? — Yes. 


6133.  That  again  does  not  deal  with  a case  where 
the  business  spreads  over  several  countries? — No.  I 
did  not  quote  that  Act  as  a remedy;  I only  put  it 
there  by  way  of  example. 

6134.  It  ivould  be  very  useful  if  somebody  who 
has  considered  the  difficulties  would  come  before  us, 
because  there  are  a great  many  difficulties.  Now 
may  I pass  on  to  your  paragraph  6?  Here  we  get 
another  class  of  consideration.  You  there  speak  of 
machinery  by  which  a foreign  resident  can  declare 
his  total  inoome  from  the  United  Kingdom;  but  if 
it  were  Super-tax  you  were  dealing  with,  you  would 
want  his  total  income  from  everywhere,  would  you 
not?— Yes. 

6135.  So  far  as  I know,  none  of  our  taxation  is 
regulated  by  total  income  from  the  United  Kingdom, 
lhat  is  a new  factor? — Super-tax  surely  would  not 
apply  in  a case  like  this.  I am  dealing  only  with 
people  who  would  pay  a less  rate  than  the  full 
Income  Tax  of  6s.  in  the  £ ; so  there  cannot  be  any 
question  of  Super-tax. 

6136.  But  the  rate  at  which  they  pay  depends  upon 
their  total  income.  It  is  total  income;  not  total 
incorno  from  the  United  Kingdom?— I admit  the  diffi- 
culties are  very  great  from  the  point  of  view  of  the 
Inland  Revenue,  but  I am  trying  to  set  up  a struggle 
for  getting  capital  into  the  City  of  London.  Perhaps 
our  standpoint  is  not  quite  the  same. 

6137.  In  this  paragraph,  if  one  is  to  deal  with  it 
at  all,  will  it  be  necessary  to  provide,  as  you  have 
suggested  here  without  appreciating,  perhaps,  what 
a revolution  it  would  make,  that  tax  on  income 
derived  from  possessions  in  the  United  Kingdom  by 
a foreign  resident  is  only  paid  at  the  rate  appro- 
priate to  that  particular  income.  I do  not  myself 
see  any  other  way  of  dealing  with  it.  Now  passing 
on  to  paragraph  11,  you  suggest  compulsory  keeping 
of  books? — Yes. 

6138.  Should  not  the  corollary  to  that  be  a oom- 
pulsory  return  from  every  trader  ? — I do  not  object  to 
a compulsory  return. 

6139.  And  you  would  not  object,  I gather  from 
an  answer  you  gave,  to  a registration  of  all  traders 
as  a preliminary  to  the  licence  to  trade?— I do  not 
object  to  every  person  who  commences  a trade  or 

occupation — whatever  words  would  be  necessary 

giving  notice  that  he  has  commenced ; but  I should 
object  to  anybody  being  licensed.  I do  not  want 
any  licences  from  Government  Departments. 

6140.  I did  not  mean  to  suggest  any  discretion  as 
to  granting  the  licence,  but  that  nobody  should  be 
allowed  to  trade  until  he  has  registered  his  trading 
name  and  address  and  the  description  of  his  business  ? 
— Yes,  he  should  do  that ; I quite  agree. 

6141.  Chairman : I think,  Mr.  Belfour,  that  we  have 
all  studied  your  evidence-in-chief,  and  I think  the 
better  plan  will  be  to  ask  the  Commissioners  to  interro- 
gate you  on  the  points  that  are  in  your  paper.  It 
will  save  you  reading  even  those  points  which  we  have 
marked? — (Mr.  Belfour)  : If  you  please. 

6142.  Then,  Mr.  Reinganum,  perhaps  you  will  just 
watch  the  process,  and  if  there  are  any  points  that 
you  would  like  to  bring  forward  afterwards  you  will 
do  so.  Our  time  is  restricted,  but  I do  not  wish  to 
omit  any  point  that  is  necessary  for  the  Commission? 

— (Mr.  Reinganum):  Thank  you,  my  lord. 

6143.  Mr.  Kerly  : Mr.  Belfour,  your  complaint  is, 
first,  that  agents  for  foreign  manufacturers  are  made 
liable  to  taxation  on  profits  which  are  made,  or  sup- 
posed to  be  made,  by  the  foreign  manufacturer.  That 
is  the  first  of  your  difficulties?— (Mr.  Belfour) : Yes. 

6144.  As  regards  that,  do  you  anticipate  any  diffi- 
culty in  getting  the  foreign  manufacturer  to  repav  to 
you  the  tax,  if  you  have  to  pay  it  ?— Certainly. 

6145.  Of  course,  if  you  know  in  advance  that  you 
have  to  pay  Income  Tax,  you  would  make  your 
arrangement  for  repayment  by  your  foreign  prin- 
cipal ?— But  it  is  entirely  a partial  thing,  and  not  a 
general  one;  it  would  mean  an  attempt  to  make  some 
manufacturers  pay,  and  not  others.  That,  of  course, 
would  give  an  enormous  preference  to  those  people 
who  were  not  asked  to  pay ; and  therefore  no  agency 
could  be  fixed  up  under  such  conditions. 

6146.  W^ll  you  allow  me  to  distinguish  between  two 
things?  One  is  making  the  foreign  manufacturer  pay, 
and  the  second  is  making  you  pay  for  him.  I was  for 
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the  moment  dealing  with  the  second.  Assuming  he 
has  got  to  pay,  then,  except  as  a transitory  difficulty, 
you  would  have  no  difficuly  in  making  your  arrange- 
ments with  your  foreign  manufacturer  for  repayment, 
of  what  you  pay  on  his  behalf,  if  he  intends  to  con- 
tinue the  business? — If  it  were  a general  thing 
universally  admitted,  I suppose  there  would  be  no 
difficulty  about  it. 

6147.  Now,  as  regards  the  liability  of  the  foreign 
manufacturer.  Is  there  any  other  way  of  compelling 
the  foreign  manufacturer  to  pay  a tax  on  profit  which 
he  earns  in  this  country,  except  by  charging  him 
through  the  agent  through  whom  he  deals? — You  have 
mixed  up  two  or  three  different  assumptions  in  that 
question. 

6148.  Will  you  put  them  right?  Just  tell  me  where? 

My  answer  must  be,  first  of  all,  that  the  profits  of 

the  foreign  manufacturer  whom  the  textile  agents 
represent  are  not  made  in  this  country. 

6149.  I said  such  profits  as  he  does  make? — I say 
there  are  none. 

6150.  Supposing  the  foreign  manufacturer  does 
make  profits — never  mind  what  they  are — and  the 
decision  is  taken  to  tax  those  profits,  is  there  any 
other  way  of  making  him  pay,  except  through  any 
agent  he  employs  here?  He  does  not  keep  any  stock 
of  goods  here? — No,  he  keeps  no  stock  of  goods. 

6151.  Suppose  that  end  is  in  view,  there  is  no  other 
way  of  taxing  him,  except  through  the  agent? — I say 
you  cannot  tax  him  at  all. 

6152.  It  was  suggested  by  Sir  James  Martin  that 
you  could  get  the  same  result  by  an  import  duty ; but 
that  will  not  produce  the  same  result,  will  it? — It 
certainly  will  not  make  the  foreigner  pay.  Besides,  it 
is  not  at  all  in  the  course  of  the  present  business. 

6153.  Compare  the  foreign  manufacturer  with  an 
English  manufacturer.  The  English  manufacturer 
manufactures  here  and  sells  here,  so  that  he  has  a 
double  profit.  The  foreign  manufacturer  manufac- 
tures abroad  and  sells  here.  If  you  can  do  it — you 
may  not  be  able  to,  but  if  you  can  do  it — is  there  any 
reason  why  you  should  not  charge  him  on  the  selling 
profit  he  makes  here? — Again,  there  are  two  assump- 
tions in  your  question. 

6154.  What  are  they? — You  assume,  first,  that  on 
the  prices  at  which  textile  agents  sell,  there  are  two 
profits.  I say  there  are  not  two  profits,  there  is  only 
the  one  manufacturing  profit  made  abroad. 

6155.  Do  you  say  there  is  no  profit  on  the  sale? — 
No,  it  is  all  one  manufacturing  profit. 

6156.  But  it  corresponds  to  the  two  profits  ’which 
the  English  manufacturer  makes? — No;  I entirely 
object  to  that. 

6157.  Do  you  suggest  that  the  English  manufac- 
turer can  get  the  same  price  if  he  sells  his  whole 
output  to  a dealer,  as  if  he  deals  with  particular 
customers? — I say  that  supposing  an  English  manu- 
facturer in  Bradford  sells  to  a wholesale  house  in 
London,  he  will  make  the  ordinary  manufacturing 
profit  at  which  he  sells;  and  that  it  is  precisely  the 
same  profit  which  the  foreign  manufacturer  sells  at. 

6158.  T appreciate  what  you  say.  You  complain, 
I think,  of  the  alteration  of  the  law  which  was  made 
in  1915,  and  is  now  represented  by  the  General  Rules 
for  all  Schedules,  6 to  12.  Are'  you  familiar  with 
those  Rules? — If  T can  see  them  I should  know. 
( Copy  handed  to  Witness.) 

6159.  You  complain,  I think,  of  the  definition  of 
general  commission  agents  who  are  not  charged ; that 
is  part  of  your  complaint,  I understand.  Just  let 
me  call  your  attention  to  it.  An  agent  is  subject 
to  the  tax  on  behalf  of  his  principal,  but  it  is 
provided  that:  “a  non-resident  person  shall  not  be 
chargeable  in  the  name  of  a broker  or  general  com- 
mission agent  or  in  the  name  of  an  agent  not  being 
an  authorized  person  carrying  on  the  regular  agency 
of  a non-resident  person.”  You  are  familiar  with 
that,  are  you  not? — Yes,  I am.  familiar  with  that. 

6160.  And  you  object  to  that.  1 understand  you 
say  that  it  is  indefinite,  and  you  do  not  know  where 
you  are? — I do  not  object  to  the  whole  clause.  I 
simply  say  that  under  that  clause  the  textile  agent 
ought  to  be  exempted. 

6161.  What  is  it  that  does  not  exempt  him?  If 
he  is  the  agent  for  several  manufacturers,  then  he 
comes  within  the  exemption,  does  hp  not? — No,  that 


is  exactly  what  he  does  not  come  within,  according 
to  the  law  as  it  has  been  interpreted. 

6162.  No  interpretation  has  been  put  upon  this  yet  ? 
— Excuse  me.  I refer  to  a case  in  my  evidence,  if 
you  have  read  that. 

6163.  Yes:  what  paragraph  in  your  evidence  is  it? 
— Paragraph  5. 

6164.  I do  not  call  that  a decision.  You  mean  that 
a demand  has  been  made  upon  a particular  agent? 
— Yes. 

6165.  That  is  not  a decision;  if  the  demand  is 
wrong,  then  the  person  charged  has  his  remedy? — 
That  is  before  the  Special  Commissioners.  It  is  not 
the  demand  only. 

6166.  Do  you  say  this  was  a decision  of  the  Special 
Commissioners.  I did  not  so  follow  it ; however,  it 
may  be  so? 

6167.  Mr.  May:  It  is  in  the  third  sub-paragraph 
of  paragraph  5,  Mr.  Kerly. 

6168.  Mr.  Kerly:  I see,  thank  you.  In  these 
circumstances  the  agent  appealed  before  the  Special 
Commissioners.”  Would  it  meet  your  view  if  Rule 
10  read  in  this  way:  “ That  nothing  in  these  Rules 
shall  charge  a non-resident  person  in  the  name  of  a 
broker  or  general  commission  agent  or  in  the  name  of 
an  agent  who  only  renders  the  services  normally 
rendered  by  a broker  or  general  commission  agent  ”? 
—Yes,  I would  agree  to  that.  I was  going  to  pro- 
pose another  thing,  if  you  will  allow  me. 

6169.  I shall  be  obliged  if  you  would? — I was  going 
to  suggest  that  in  the  old  sub-section  6,  which  is  here 
reproduced,  under  No.  12,  the  words  “ not  being  an 
authorized  person  carrying  on  a non-resident’s  regulai 
agency,”  might  be  altered  to  “ not  being  an 
authorized  person  through  whom  the  non-resident 
carries  on  business  within  this  country.” 

6170.  It  is  the  same  idea? — I think  it  is  about  the 
same  idea. 

6171.  For  the  moment  your  words  do  not  strike  me 
as  being  as  clear  as  mine  ? — I am  quite  willing  to  give 
you  the  professional  palm. 

6172.  Do  you  make  any  complaint  of  the  provision 
of  these  Rules  for  arriving  at  the  actual  profit  made 
upon  the  business  done  through  the  agent?  Let  me 
just  remind  you  what  it  is.  If  you  are  charged  upon 
an  assumed  profit,  you  can  appeal  and  prove  that  the 
profit  you  are  charged  upon  is  more  than  the  profit 
made.  If  such  a charge  is  to  be  made,  is  there  any 
fairer  system? — But  you  are  assuming  that  trade  is 
being  carried  on  within  this  country  by  concerted 
action  of  the  agent  and  the  foreign  manufacturer. 
That,  in  our  case,  is  not  so.  You  are  mixing  up  two 
entirely  different  things. 

6173.  What  are  the  two  things?— You  must  dis- 
tinguish between  the  agents  representing  manufac- 
turers trading  with  the  United  Kingdom,  that  is, 
merely  exporting  to  the  United  Kingdom,  and  agents 
representing  non-residents  whose  methods  of  business 
bring  them  within  the  category  of  firms  trading 
within  the  United  Kingdom.  They  are  two  quite  dis- 
tinct things. 

6174.  Members  of  the  Commission  who  are  more 
familiar  with  this  will  no  doubt  put  questions  to  you. 

6175.  Chairman:  Supposing  that  you  represent  a 
firm  in  Holland,  and  you  take  the  whole  of  their  manu- 
factures in  this  country;  all  that  they  produce  in 
Holland  you  sell  in  London;  you  get  probably  2}  per 
cent,  or  3 per  cent,  on  that  transaction ; and  you  claim 
only  to  pay  the  Income  Tax  upon  what  you  earn  by 
that  commission? — Yes. 

6176.  But  have  we  not  some  claim  upon  that 
Dutch  manufacturer  who  sends  his  goods  into  this 
market,  and,  by  sending  them  into  this  market,  makes 
his  profit?  How  can  we  get  hold  of  that  money  to 
make  a claim  on  that?— I cannot  tell  you  how  you  can 
get  hold  of  it. 

6177.  Is  it  right  to  make  a claim  on  that? — I do  not 
think  so. 

6178.  Why? — It  all  depends  on  the  conditions  under 
which  the  manufacturer  in  Holland  is  carrying  on 
business : whether  he  is  simply  exporting  to  this 
country,  or  whether  he  has  a branch  here,  or  is  carry- 
ing on  trade  within  this  country. 
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6179.  Supposing  you  take  the  whole  of  the  pro- 
duction, and  it  is  sold  in  London,  should  he  not  pay 
the  tax  on  the  profit  that  he  makes  upon  the  whole  of 
that  production  being  sold  in  London? — No,  I do 
not  think  so,  if  he  merely  exports  to  this  country. 

6180.  Where  he  makes  his  profit  is  in  selling  it  here? 
— No;  he  makes  his  profit  in  Holland. 

6181.  Supposing  he  does  not  sell  it  here,  would  there 
be  any  profit  in  Holland? — If  he  sells  it  elsewhere, 
there  would  be  profit. 

6182.  But  the  case  is  that  he  sells  it  here? — When 
the  money  goes  back  to  Holland,  of  course  it  is  there 
that  the  profit  is  made. 

6183.  No;  the  profit  is  made  upon  the  price  the 
article  is  sold  at  here.  If  you  sell  it  at  a loss,  there 
will  be  a loss ; if  you  sell  it  at  a profit,  there  will  be  a 
profit.  I want  to  see  where  is  the  fair  thing  to  get 
hold  of  that  profit  which  is  made  by  the  manufacturer 
coming  into  this  market? — I can  quite  understand  you 
want  to  get  hold  of  it,  and  so  would  I,  but  what  we 
say  is  that  we  do  not  want  our  Government  to  try 
to  get  hold  of  it  over  our  bodies. 

6184.  You  say  they  would  send  their  own  agents 
here? — They  would  send  travellers  over  here. 

6185.  Could  not  this  Commission  recommend  that 

the  traveller  coming  here  will  have  to  be  laid  hold 
of  for  that? — That  is  not  my  affair;  I could  not  say 
that.  ' J 


6186.  I want  you  to  agree  that  the  profit  on  that 

transaction  should  be  taxed  in  this  country?— I think, 
if  you  will  allow  me  to  speak  my  mind,  all  those  ideas 
are  rather  too  vague.  Supposing  we  here  in  this 
country  find  a means  of  making  the  Dutch  manu- 
f?CtlT^ei  British  Treasury,  then  of  course 

the  Dutch  Government  will  find  a means  of  making 
the  British  exporter  pay  to  the  Dutch  Treasury,  and 
therefore,  as  we  in  England  are  the  largest  exporters 
m the  world,  of  course  the  balance  of  profit  would 
not  be  with  the  Britisher;  that  is  to  say,  we  should 
lose  more  than  we  should  gain. 

6187.  They  do  tax  us  when  we  send  stuff  into  their 
country? — They  put  a duty  on,  but  then  it  is  not 
the  Britisher  who  pays  that;  it  is  the  Dutchman  who 
pays  it. 

6188.  You  sell  woollen  goods,  say,  made  in  Holland. 
Ine  man  who  makes  those  same  woollen  goods  in  this 
country  has  to  pay  Income  Tax  and  Super-tax,  and 
be  competes  with  you,  selling  in  the  London  market. 
Do  you  follow  that?— Yes,  I quite  follow. 

6189.  Is  not  that  an  injustice?— No,  I do  not  think 
lt  is,  because  the  Dutch  manufacturer  over  there  will 
have  to  pay  his  country’s  taxes,  which  are  about  on 
a par  with  ours,  if  not  higher  than  ours. 

6190.  But  you  do  not  know  that,  you  see?— But 
generally,  in  all  European  countries  anyway,  the  level 
of  taxation  is  just  about  on  a par;  in  fact,' I think  in 
most  countries  it  is  rather  higher  than  here. 

6191.  Mr.  Kerly.  The  foreign  manufacturer  pays 
the  London  agent  whom  you  represent  a commission  ? 
— res. 

6192  That  is  for  services  which  are  at  least  as 
valuable  as  the  commission  represents  ?— I hope  so. 

6193.  Therefore  he  is  doing  something  in  this 
country  which  is  bringing  him  a profit?— No.  I sup- 
pose for  the  privilege  of  having  an  English  agent, 
he  takes  something  out  of  the  profit  that  he  makes  ill 
Italy  or  in  Holland. 

6194.  Very  well;  that  is  how  you  put  it;  I will  not 

trouble  you  any  further  with  that.  Will  you  listen 
to  this : I agree  with  the  opinion  that  whenever  a 

foreigner,  either  by  himself  or  through  a representa- 
t!ve  in  this  country,  habitually  does  or  contracts  to  do 
a thing  capable  of  producing  profit,  and  for  the 
purpose  of  producing  profit,  he  carries  on  a trade  or 
business  within  the  United  Kingdom,  and  the  profits 
and  gains  from  these  transactions  are  liable  to 
Income  Tax.”  Do  you  agree  with  that  opinion?— I 

rfo®  r *;eadmg  from  some  of  these  law  cases. 

filofi'  Yes?— We!l,  you  see,  I am  not  a lawyer. 

6196.  But  may  I tell  you  that  the  business  of  a 
lawyer,  even  if  he  is  not  always  successful,  is  to 
reproduce  and  formulate  the  wisdom  of  the  commer- 
cial community.  He  does  not  invent  things?— Then 
you  will  allow  mo  to  say,  I think  T remember  from 
my  browsing  among  those  different  subjects,  that  that. 


dictum  (I  cannot  remember  whose  it  was)  has  been 
absolutely  overthrown  by  later  law  cases.  There  is  a 
lawyer  here  by  my  side,  and  I have  no  doubt  he  would 
be  quite  ready  for  you,  if  you  like  to  put  such  things 
t)  him;  but  I am  not  capable  of  arguing  from  the 
point  of  view  of  law. 

6197 . Mr.  McLintock : Do  you  agree  that  there  can 
be  no  profit  until  there  has  been  a sale? — I should 
like  to  say,  in  reply  to  that  question,  which  is  a very 
leading  one,  that  it  is  not  an  absolute  question  of 
profit.  The  question  is  of  where  the  profit  is  made. 

6198.  We  will  come  to  that  later.  Can  there  be 
any  profit  until  you  make  a sale? — Yes,  there  is  a 
potential  profit. 

6199.  I am  referring  to  an  Italian  manufacturer 
either  selling  goods  in  his  own  country  or  in  this 
country.  His  profit  is  not  made  until  he  has  made 
a sale? — The  profit  is  in  the  price  which  he  is  asking. 

6200.  Naturally,  but  when  does  that  profit 
materialise — before  he  has  got  it,  or  after  he  has 
got  it? — When  the  goods  are  paid  for. 

6201.  Your  evidence  seems  to  indicate  that  the 
section  to  which  you  refer,  sub-section  2 of  section 
31  of  the  old  Act  of  1915,  is  something  quite  new? — 
That  is  the  contention,  I understand,  of  the  law 
officers  of  the  Crown. 

6202.  It  has  always  been  contended  that  trade 
within  this  country  was  liable  to  tax? — Yes. 

6203.  The  difficulty  was  to  get  at  either  the  amount 
or  the  individual.  Is  not  that  so? — Yes. 

6204.  And  all  this  section  does  is  to  find  a way 
to  get  at  him  ? — No,  I do  not  agree  with  you  there. 

6205.  I take  it  the  main  point  of  your  objection 
to  this  section  is  that  the  agent  of  a foreign  manu- 
facturer might  lose  his  agency?— No,  I do  not  think 
that  is  the  question. 

6206.  I suggest  that  is  what  it  comes  to? — My 
objection  to  that  section  is  that  it  is  so  extra- 
ordinarily badly  drawn,  and  that  the  real  intentions 
of  the  Legislature  have  not  been  realized  in  that 
sub-section  2. 

6207.  Do  you  agree  that  the  Italian  manufacturer 
should  pay  a tax  on  the  profit  on  his  sales  made  in 
this  country? — If  he  is  not  carrying  on  business 
within  this  country,  no;  if  he  is  carrying  on  business 
within  this  country,  yes. 

6208.  Of  course  that  begs  the  whole  question  P— 
Excuse  me,  that  is  the  law  as  it  was  before  1915. 

6209.  Assume  for  the  moment  that  the  law  is  that 
a man  who  sells  goods  in  this  country  made  abroad 
is  carrying  on  a business  within  this  country? — No, 

I cannot  assume  that. 

6210.  Assume  it? — No;  I will  not. 

6211.  Do  you  agree  that  a foreign  manufacturer, 
on  any  profits  made  in  this  country,  should  con- 
tribute to  the  British  Income  Tax? — On  trade  done 
with  this  country? 

6212.  On  trade  done  in  this  country? — Yes. 

6213.  All  you  really  object  to  is  that  an  agent, 
who  merely  receives  the  commission  on  the  price  of 
the  goods  sold,  should  not  be  rendered  personally 
liable  to  pay  that  tax?— Of  course  that  is  so  mon- 
strously unfair  that  there  is  no  arguing  it. 

6214.  Do  you  think  a foreign  manufacturer,  with 
a twolve  years’  connection  in  this  country,  and,  we 
will  say,  the  only  market  for  his  goods' of  a par- 
ticular kind,  is  going  to  ask  his  agent  to  pay  his 
Income  Pax  for  him  out  of  the  commission  he  gets? 
—If  the  manufacturer  is  forced  in  the  future  to  pay 
the  Income  Tax  by  the  reading  of  this  law,  he  will 
give  up  the  agency. 

6215.  What  will  he  do  then? — Send  travellers  over 
here. 


uu  uius.  me  oojection — 

and  it  is  quite  proper  that  you  should  object— is  a 
pure  question  of  the  agent  being  deprived  of  his 
source  of  livelihood  ?— Absolutely ; that  is  the  thing 
that  we  are  pleading  for. 

6217.  Mr.  Birley  : In  your  paragraph  2 you  sug- 
gest some  sort  of  definition  of  those  who  do' not  pay 
tax.  You  say  as  regards  the  non-resident  (a)  his 
acts  are  limited  to  exports  to  this  country,  and  (b) 
he  does  not  carry  on  a trade  within  this  country. 
As  regards  (a)  can  a man  limit  himself  to  exports 
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to  this  country ; is  there  not  a further  step ; does'  he 
nob  take  profits  from  this  country  for  those  exports? 
We  have  already  had  the  point.  The  foreign  manu- 
facturer’s profit  is  included  in  the  price. 

621.8.  He  does  not  simply  export  the  goods  here 
and  leave  it  at  that;  he  takes  profit  back  for  it? — 
He  quotes  a price  in  Italy  or  Spain  or  wherever  it 
is,  for  his  agent  to  sell  at,  and  his  agent  sells  at 
that. 

6219.  And  sends  the  money  back? — And  the  money 
goes  to  the  manufacturer  abroad. 

6220.  The  manufacturer  gets  it  in  some  form? — 
Yes,  he  gets  it. 

6221.  And  when  he  gets  it,  it  includes  a profit? — 
Yes. 

6222.  And  that  profit  comes  from  this  money? — Yes. 

6223.  And  that  profit  comes  from  this  country? — 
Well,  the  money  comes  from  this  country. 

6224.  Which  includes  the  profit? — The  profit  was 
created  in  Italy. 

6225.  Surely  that  money  payment  includes  the 
profit? — Yes;  the  profit  was  made  when  the  price 
was  quoted  in  Italy. 

6226.  You  do  not  agree  that  the  profit  is  made 
when  the  goods  are  sold? — No;  the  profit  is  realized 
when  the  goods  are  paid  for. 

6227.  So  that  that  money  includes  the  profit?— Yes, 
of  course  it  does. 

6228.  And  that  money  comes  from  this  country? — 
Yes. 

6229.  And  that  profit  comes  from  this  country.  It 
follows,  does  it  not.  Should  not  that  profit  be  taxed? 
—In  the  first  place,  the  profit  was  added  in  Italy, 
and  therefore  when  the  money  comes  afterwards,  of 
course,  the  profit  was  realized  in  Italy. 

6230.  The  transaction  is  completed  when  he  gets  the 
money? — And  the  profit  realized  in  Italy. 

6231.  Chairman:  Supposing  you  put  on  your  price 
in  Italy  £5  per  piece  profit.  Do  you  call  that  profit? 
— I call  that  a profit  added  by  the  manufacturer. 

6232.  But  do  you  call  it  a profit  if  he  has  not 
realized  that  £5? — I cannot  quite  follow,  my  lord. 

6233.  The  point  Mr.  Birley  puts  to  you  is  this : 
Supposing  your  manufacturer  in  Italy,  making  a cal- 
culation on  a piece  of  silk,  makes  out  that  it  costs 
£4,  and  he  puts  on  a profit  of  £6,  making  a total 
of  £10.  Will  he  say  to  himself  that  he  has  made 
£6  profit? — When  he  gets  the  English  cheque  he  will 
say  that. 

6234.  Mr.  Birley:  When  he  gets  the  money  from 
England? — Yes. 

6235.  And  that  money  from  England  will  be  £10? — 
Yes,  he  will  get  £10. 

6236.  Of  which  £4  is  the  cost? — Yes,  we  will  sup- 
pose that. 

6237.  And  £6  is  the  profit? — Yes. 

6238.  And  that  £6  comes  from  England? — Profit 
on  which  he  has  had  to  pay  the  Italian  Income  Tax 
and  Super-tax  and  all  other  taxes. 

6239.  The  £6  comes  from  England? — Yes. 

6240.  The  £6  is  profit? — Yes. 

6241.  Now  I suggest  that  the  profit  comes  from 
England  and  should  therefore  be  taxed? — Supposing 
it  is  taxed  in  Italy. 

6242.  I am  talking  about  the  British  tax? — We 
textile  agents  are  not  out  to  protect  the  foreigner. 
If  you  can  get  at  them  by  all  means  get  at  them. 

6243.  Chairman:  How  do  you  suggest  that  we  can 
get  at  them? — I am  sorry  to  say  I have  thought  that 
out  very  carefully  for  some  years  and  I cannot  find 
any  means  whatever. 

6244.  You  want  to  leave  it  to  us  to  suggest  it? — 
I have  come  here  in  the  hope  that  you  will  find  some 
means  of  protecting  the  agency  trade  against  these 
unfair  demands. 

6245.  Mr.  Kerly:  May  I put  this  to  you?  It  will 
probably  save  a good  deal  of  difference  if  you  can 
agree  with  some  of  us  about  this.  The  difficulty  is 
not  the  unrighteousness  of  the  tax  but  the  difficulty 
of  its  collection? — Yes. 

6246.  Chairman:  That  you  agree?— I agree  with 
that.  I am  not  out  to  protect  the  foreigner  at  all, 
if  you  can  get  at  him. 

6247.  Professor  Piqou:  I want  to  put  a question  to 
you  that  arises  not  so  much  out  of  your  evidence- in- 


chief as  out  of  the  examination.  It  has  been  sug- 
gested to  you  that  it  is  unfair  on  the  British  manu- 
facturer selling  in  England  that  he  is  taxed  by  Income 
Tax,  and  the  foreigner  who  sells  the  same  thing  in 
England  is  not.  Would  you  agree  that  in  general 
the  process  of  obtaining  goods  from  abroad  is  a 
process  of  exchange,  that  English  goods  are  sent 
abroad  with  which  ito  buy  foreign  goods? — From  a 
pure  point  of  view  of  political  economy,  do  you  mean? 

6248.  From  what  happens? — From  the  point  of  view 
of  political  economy,  I suppose  it  is  so. 

6249.  It  cannot  be  so  from  one  point  of  view  and 
not  so  from  another,  can  it? — No.  I am  not  sure  (that 
1 know  enough  about  political  economy  to  go  into 
that. 

6250.  If  we  take  it  that  that  is  so,  does  not  this 
suggestion  of  unfairness  towards  the  British  manu- 
facturer rather  break  down  ? Compare  men  who  make 
boots.  The  Englishman  makes  boots  and  sells  them 
in  England.  He  has  to  pay  Income  Tax.  The  foreign 
boots  are  bought  by  textile  goods  made  by  an  English- 
man, who  also  pays  Income  Tax.  So  Income  Tax  is 
paid  equally  whether  the  boots  are  made  by  a British 
manufacturer  or  by  a foreigner  and  bought  with 
textile  goods.  So  there  is  no  differentiation  between 
those  two  ways  of  getting  the  thing? — What  concerns 
me  more  in  this  trade  is,  as  I have  said,  that  suppos- 
ing we  succeed  in  levying  a tax  upon  the  Italian 
manufacturer,  of  course  the  Italian  Government  will 
proceed  to  do  the  same  thing  on  British  exports. 

6251.  That  is  another  point.  My  point  is  that  this 
point  which  has  been  put  to  you,  that  the  British 
bootmaker  is  differentiated  against  because  he  pays 
the  English  Income  Tax  whereas  the  foreign  boot- 
maker does  not,  will  not  be  valid  if  one  agrees  that 
fore:gn  boots  are  bought  by  the  export  of  English 
goods? — Yes,  I agree  with  that. 

6252.  Assuming  that  the  argument  against  leaving 
the  foreign  importer  free  from  British  tax  is  valid, 
it  would  not  follow  from  that,  that  it  was  not  desir- 
able for  other  reasons. 

6253.  Mr.  Marks : I am  not  in  business,  so  I am 
asking  for  information  really?— I shall  be  glad  to 
g:ve  it. 

6254.  I see  your  firm  has  existed  for  40  years? — Yes. 

6255.  I also  see  that  in  the  Income  Tax  Act,  1842, 
there  was  a section  which  provided  for  the  charging 
of  non-residents  in  the  name  of  their  factors  or  agents. 
Why  did  not  this  difficulty  arise  before  1915  ? — Because 
it  was  a question  of  trading  within  the  country.  The 
Act  of  1842  makes  it  a condition  of  the  agent  being 
liable  for  the  non-resident’s  Income  Tax  that  the  non- 
resident should  be  trading  within  this  country.  Also 
there  was  the  further  condition  that  the  agent  had 
to  be  in  receipt  of  the  money  belonging  to  the  non- 
resident. That  one  condition  of  the  receipt  of  money 
was  abrogated  by  a certain  section  of  the  Act  of 
1915.  Then  it  is  contended  by  the  Inland  Revenue 
authorities  that  the  principle  of  trading  within  the 
country  has  also  been  abrogated,  which  would  cause 
all  the  hardship  about  which  we  are  complaining. 

6256.  Anyhow,  between  1842  and  1915,  there  was  nr, 
difficulty  in  accommodating  the  business  which  you 
transact  to  the  conditions  which  existed? — No. 

6257.  And  the  difficulty  has  really  arisen  only  since 
1915? — That  is  so. 

6258.  Does  not  that  rather  imply  that  the  altered 
conditions  of  which  you  complain  might  have  arisen  in 
consequence  of  high  Income  Tax,  and  be  therefore  th“ 
result  of  some  arrangement  between  the  manufacturer 
and  the  agent? — I do  not  quite  understand  the  ques- 
tion. 

6259.  You  agree  that  up  till  1915  there  was  no  diffi- 
culty in  carrying  on  the  business  of  non-residents 
through  agents  in  this  country? — Yes. 

6260.  Why  has  there  been  any  change  since  1915? 
Because  the  law  is  practically  the  same? — No,  the  law 
has  been  altered  by  section  31  of  the  Act  of  1915. 

6261.  Only  to  catch  those  agents  who  were  acting 
as  agents  and  not  carrying  on  business  within  the 
country  for  non-residents? — That  was  the  intention. 
The  whole  purport  of  section  31,  as  laid  down  by  Mr. 
McKenna  in  the  House  of  Commons  debates,  was  to 
catch  collusive  action  between  the  non-resident  and 
the  resident  agent ; and  it  was  laid  down  over  and 
over  again  in  those  debates  in  Committee  that  it  was 
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only  for  the  purpose  of  bringing  within  the  net  cer- 
tain collusive  trading  which  had  been  going  on,  by 
means  of  which  the  non-resident  managed  to  escape 
paying  Income  Tax  altogether. 

6362.  That  is  rather  my  point.  Has  not  the  pressure 
of  a high  Income  Tax  rendered  these  collusive  arrange- 
ments so  frequent  and  so  widespread  that  it  was 
necessary  for  the  Legislature  to  bring  that  in? — No.  1 
say  in  the  case  of  the  textile  agents  and  the  agents  for 
whom  I am  speaking  there  is  no  collusive  action,  abso- 
lutely none,  and  never  has  been.  We  pay  on  our  com- 
mission. The  thing  is  perfectly  above  board.  There  is 
no  trading  going  on  within  this  country. 

6363.  I will  not  pursue  the  subject,  but  I still  can- 
not understand  it? — If  you  will  kindly  ask  me  another 
question,  1 will  try  to  make  you  understand. 

6264.  Mr.  Walker  Clark : You  sent  a letter  to  the 
Chancellor  of  the  Exchequer  containing  a resolution 
last  November? — Yes. 

6265.  And  you  received  a reply  in  due  course.'— 
Yes. 

6266.  Did  you  comply  with  the  Chancellor’s  request 
in  that  letter? — The  Chancellor  said  we  might,  if  we 
liked,  apply  to  the  Inland  Revenue  for  an  interview  ; 
only  it  was  put  in  such  a way  that  we  thought  it  was 
not  very  useful,  because  at  the  same  time  the  Chan- 
cellor suggested  that  we  should  bring  our  grievances 
before  the  Income  Tax  Commission. 

6267.  Did  he  not  suggest  in  that  reply  that  you 
should  furnish  him  with  specific  particulars  of  hard- 
ship?— Are  you  referring  to  a letter  of  the  SOth 
January? 

6268.  I am  referring  to  the  reply  on  the  7th 
December  to  your  letter  of  November? — Was  that  the 
letter  which  the  Chamber  of  Commerce  sent  to  the 
Chancellor  of  the  Exchequer? 

6269.  Yes.  You  sent  a letter  on  the  12th  November 
from  the  Chamber  of  Commerce  to  the  Chancellor. 
He  replied  to  you  on  the  7th  of  the  following  month, 
and  in  that  reply  he  asked  you  to  furnish  specific 
particulars  of  cases  of  hardship.  Did  you  send  those? 
— We  did  reply  to  that  letter. 

6270.  Did  you  furnish  the  specific  particulars  of 
hardship?  That  is  the  point  I wish  to  get  at? — If  I 
remember  rightly,  we  replied  to  that  letter,  and  we 
did  not  refer  to  any  particular  cases  because  we 
wanted  to  put  the  thing  as  a question  of  general  prin- 
ciple. It  had  been  put  before  the  Chancellor  of  the 
Exchequer  by  the  memorandum  from  the  Agents’ 
Committee  about  the  beginning  of  October. 

6271.  The  point  I rather  want  to  get  at  is  this  : 
You  were  asked  for  specific  cases  of  hardship,  and  I 
take  it  those  cases  of  hardship  were  not  furnished  by 
you  ? — No,  I think  not. 

6272.  What  was  the  reason  for  not  complying  with 
that  particular  request? — The  reason  was  that  the 
Chamber  of  Commerce  and  the  Agents’  Committee 
thought  it  had  better  be  discussed  as  it  was  discussed 
in  the  memorandum  to  the  Chancellor  of  the  Ex- 
chequer, on  general  grounds  of  injustice  to  the  agent. 

6273.  But  is  it  not  very  difficult  to  discuss  matters 
in  a general  way  if  you  have  no  specific  cases  before 
you?  Does  not  the  whole  question  hang  upon  the 
specific  hardship  in  the  specific  case? — As  it  happens, 
the  whole  matter  of  danger  and  injustice  to  the  agents’ 
trade,  which  we  foreshadowed  to  the  Chancellor  of  the 
Exchequer  in  our  memorandum  of  October,  has  been 
exemplified  in  this  case  to  which  I refer  in  my 
evidence.  Therefore,  exactly  what  we  told  the  Chan- 
cellor of  the  Exchequer  in  October  has  happened. 

6274.  But  you  did  not  give  him  a specific  case? — 
No,  because  that  case  had  not  come  on. 

6275.  Sir  E.  Nott-Bower : I think  you  said  you 
think  it  is  quite  proper  that  where  trading  is  carried 
on  in  the  United  Kingdom  the  foreigner  should  pay 
the  tax  on  profits  derived  from  that  trading? — Yes. 

6276.  I rather  understood  you  to  suggest  that  the 
majority  of  the  principals  whom  you  represent  do 
not  carry  on  business  in  the  United  Kingdom? — Yes. 

6277.  I think  you  say  that,  so  far  as  agents  of  your 
class  are  concerned,  they  have  only  been  brought  to 
assessment  since  this  new  regulation,  section  31  of  the 
Act  of  1915?— Yes. 


6278.  And  there  seems  to  be  some  difficulty  in 
understanding  exactly  what  sub-section  2 of  section  31 
means  ? — Exactly. 

6279.  Is  not  the  history  of  that  affair  this?  Some 
20  or  30  years  ago  there  was  a whole  series  of  cases 
decided  in  the  Law  Courts;  it  was  in  connection  with 
the  wine  trade? — Yes. 

6280.  You  are  acquainted  with  those  cases? — Yes 
I am. 

6281.  Is  not  the  history  of  the  matter  this:  that 
the  court  there  had  to  consider  whether  trade  was 
carried  on  in  the  United  Kingdom  or  not? — Yes. 

6282.  And  finally  it  came  almost  to  this:  that  the 
main  point  of  consideration  was  where  the  contract 
was  concluded? — Yes,  that  is  so. 

6283.  The  result  was  that  the  Inland  Revenue  lost 
all  those  assessments  which  had  been  made  on  these 
traders,  because  they  were  able  to  arrange  matters. 
Those  cases  brought  the  whole  matter  into  the  full 
light  of  day,  and  the  traders  were  very  quick  to 
appreciate  that  if  they  so  arranged  matters  as 
technically  to  withdraw  from  their  agents  here  the 
right  to  accept  a contract,  then  they  might  be  able 
to  plead  those  cases  in  their  favour,  and  say  : “ we 
do  not  carry  on  trading  in  the  United  Kingdom.” 
Was  not  sub-section  2 of  section  31  really  devised  to 
meet  that? — Mr.  McKenna  stated  quite  distinctly, 
when  the  matter  was  in  the  House  for  the  second 
reading,  and  in  Committtee,  that  the  whole  of  the 
section  was  aimed  at  collusive  trading  and  nothing 
eke. 

6284.  Certainly  the  word  “ collusive  ” was  very 
fully  applicable  to  part  of  the  matters  that  section  31 
was  aimed  at.  But  even  with  regard  to  sub-section  2, 
might  not  Mr.  McKenna  have  had  in  his  mind  that 
the  whole  course  of  business  was  so  arranged  as 
to  avoid  liability  on  what  I should  think,  from 
a practical  man’s  point  of  view,  was  really  a techni- 
cality; that  is,  where  the  contract  was  accepted. 
“ Collusive  ” seems  rather  a hard  term  to  apply.  I 
do  not  want  to  apply  so  hard  a term,  to  it;  but  still, 
on  the  point  where  sub-section  2 was  concerned,  the 
fact  was  that  it  was  meant  to  meet  the  class  of  case 
where  the  whole  course  of  business  had  been  arranged 
with  a special  view  of  avoiding  the  liability  to 
Income  Tax  on  what  is  really  a technicality,  namely, 
where  the  contract  is  concluded? — But  that  has 
nothing  to  do  with  the  question  of  where  the  contract 
is  made;  that  is  quite  a clear  issue. 

6285.  Look  at  the  wine  agency  cases.  The  agents 
were  appointed ; they  canvassed  for  orders ; they 
advertised ; they  did  their  best  to  get  orders ; they 
had  got  the  prices ; so  it  was  a very  easy  thing  to 
say:  “ if  we  withhold  from  the  agent  the  power  of 
accepting  the  contract,  then  we  Bhall  be  free  of 
Income  Tax.”  Ought  liability  to  Income  Tax  to 
depend  upon  such  a point  as  that? — T am  quite  with 
you  there. 

6286.  Chairman : Mr.  Reinganum,  I think  it  would 
be  a proper  thing,  if  there  are  any  of  your  points 
that  have  arisen  during  this  discussion  or  examina- 
tion that  have  not  been  elucidated,  if  you  would  now 
address  the  Commission  on  them. — (Mr.  Beinqanum) 

T shall  be  very  triad  to  do  so.  My  first  point  is 
this:  Sir  James  Martin  confined  himself  to  London, 
but  as  a matter  of  fact  I represent  agents  not  only 
in  London  but  in  Manchester,  Glasgow,  Dublin, 
Belfast  and  in  many  other  provincial  towns.  The 
nuestion  of  trading  within  the  country  of  course 
turns  to  a great  extent  on  a technicalitv.  but  1 must 
say  as  far  as  our  trade  is  concerned,  and  I represent 
chiefly  textile  agents,  the  foreign  manufacturer  has 
never  within  my  experience  or  that  of  my  father 
before  me  contemplated  Income  Tax  anywhere  except 
in  his  own  country.  He  pays  Income  Tax  there, 
where  the  profit  is  made,  wherever  those  profits  are 
actually  derived.  As  regards  the  question  of  whether 
the  profits  are  made  in  this  country  or  the  country  of 
origin,  a point  which  was  raised  by  Mr.  Birlev,  I 
should  like  to  point  out  that  in  a great  manv  cases 
the  British  buyers  go  to  the  country  of  origin  and 
complete  the  contract  for  the  purchase  of  goods  there,- 
the  goods  may  afterwards  be  sent  to  this  country, 
and  the  money  sent  over  from  this  country:  but  T 
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should  like  to  know,  from  a legal  or  hair-splitting 
point  of  view,  with  regard  to  the  profit  on  that 
transaction  which  is  actually  carried  out  and  com- 
pleted in  the  country  of  origin,  where  that  profit 
nas  been  made.  It  seems  to  me  that  the  whole 
transaction  having  taken  place  in  the  country  of 
origin,  the  profit  must  necessarily  have  been  made 
in  the  country  of  origin.  A great  many  foreign 
manufacturers  export  their  goods  to  this  country, 
but  are  only  responsible  for  those  goods  until  they 
reach  a continental  seaport,  or  in  other  cases  until 
they  leave  the  actual  town  of  production.  The 
moment  they  leave  their  hands  those  goods  are  the 
property  of  the  English  purchaser.  As  to  other  means 
of  taxing  the  foreign  manufacturer,  I did  not  think  it 
lay  within  my  province  as  a witness  to  suggest  other 
means.  If  there  is  any  way  of  getting  at  the  foreign 
manufacturer  to  tax  him  or  obtain  Income  Tax  from 
him,  it  should  be  quite  as  easy  for  the  Inland  Revenue 
authorities  to  get  the  money  from  him  as  for  his 
agents,  it  certainly  would  not  be  more  difficult.  In 
our  own  Association  at  the  present  moment  there  are 
seven  or  eight  cases  of  agents  who  have  been 
assessed,  who  have  been  asked  to  give  returns  of 
their  manufacturers’  Income  Tax  for  three  or  four 
years  back.  They  have  been  informed  that  if  they 
do  not  give  a return  of  their  profits  they  must  give 
a return  of  their  turnover.  The  profits  will  be  as- 
sessed, and  they  will  be  liable  to  Income  Tax  on  that 
amount.  They*  have  written  to  their  manufacturers, 
and  the  manufacturers  disclaim  all  intention  of  pay- 
ing. They  say  they  are  not  within  the  jurisdiction, 
and  have  not  the  slightest  intention  of  paying  that 
amount  or  any  other  amount,  and  they  repudiate  all 
liability.  It  will  mean  in  the  case  of  colleagues  of 
mine,  of  whom  I speak,  that  they  will  be  utterly  unable 
to  meet,  out  of  the  exiguous  incomes  they  earn  by 
their  very  small  commission,  the  Income  Tax  at  the 
rates  assessed  by  the  Surveyors;  and  it  will  mean 
they  will  be  sold  up,  and  have  to  close  down,  and 
their  manufacturers  will  thereafter  use  other 
methods.  Some  of  the  largest  manufacturers  are 
confining  themselves  to  certain  large  consumers,  and 
even  conducting  their  business  by  correspondence. 
The  buyers  of  those  large  consumers  are  only  too 
pleased  to  have  opportunities  for  various  continental 
visits,  and  the  transactions  will  be  carried  out  en- 
tirely in  the  country  of  origin,  the  goods  coming  in 
without  there  being  any  possibility  whatever  of 
collecting  a tax  from  the  manufacturer.  If  anybody 
in  this  country  is  to  be  liable  for  Income  Tax  levied 
on  the  profits  of  a non-resident,  the  only  persons  who 
can  possibly  be  made  so  liable  are  persons  who  handle 
the  money  due  to  that  foreign  purchaser.  If  it  is 
thought  necessary  to  put  an  ad  valorem  tax  on 
goods  coming  to  this  country,  and  if  it  is  thought 
that  it  would  not  answer  the  purpose  to  put  a 
customs  duty  on,  the  only  question  would  be  an  ad 
valorem  tax  on  the  invoice,  the  sum  to  be  collected 
from  the  person  who  pays  the  invoice;  but  personally 
I do  not  think  that  would  be  a very  feasible  plan 
either.  Our  whole  point  i.s  to  protect  the  bona  fide 
commission  agent  representing  one  or  perhaps  three 
or  four  manufacturers.  Perhaps  another  year  he 
will  lose  one  of  those  manufacturers,  and  the  follow- 
ing year  he  may  get  one  or  two  more,  but  in  many 
cases  he  has  not  a definite  contract ; he  is  not 
authorized  to  do  anything  except  offer  samples  of 
that  manufacturer’s  products.  He  is  not  authorized 
to  accept  a firm  contract,  because  in  the  meantime 
local  conditions  may  cause  a price  to  rise,  and  he 
is  not  authorized  to  promise  any  particular  delivery, 
because  he  does  not  know  until  an  order  reaches  hi6 
manufacturer  what  conditions  are  influencing  that 
delivery.  He  is  not  authorized  to  collect  money ; he 
is  not  authorized  to  buy ; he  is  not  authorized  to  sign 
for  them,  and  he  is  not  authorized  in  any  way.  He. 
is  merely  a glorified  commercial  traveller;  but  he  is 
an  independent  merchant  and  has  his  own  office,  and 
he  has  to  pay  Income  Tax  and  Excess  Profits  Duty 
on  whatever  he  makes  on  the  surplus  of  his  com- 
mission over  office  expenses. 

6287.  You  have  suggested  a plan  P — I am  merely 
throwing  out  a suggestion.  The  Association  that  I 


have  the  honour  to  represent  expresses  no  opinion 
whatever  upon  the  feasibility  or  possibility  of  taxing 
the  foreign  manufacturer. 

6288.  I am  very  glad  that  you  have  made  that  sug 
gestion;  I do  not  know  of  what  value  it  is,  but  still 
you  have  done  something  to  help. — We  are  not  out 
in  any  way  to  protect  the  agent  who  is  actually 
carrying  on  the  business  of  the  manufacturer  within 
this  country.  We  know  several  cases  where  a man 
only  represents  one  manufacturer.  The  manufacturer 
probably  pays  the  office  rent,  and  probably  pays  this 
man  a guaranteed  minimum  per  annum,  and  their 
place  in  London  is  ipso  facto  probably  a branch  of 
the  foreign  manufacturer.  There  is  no  real  reason 
why  tax  should  not  be  paid  on  income  made  in  such 
a case  as  that. 

6289.  That  is  perfectly  true?— Yes.  There  are 
many  cases  in  my  own  trade,  which  is  the  ribbon 
trade,  in  which  some  of  the  largest  ribbon  manu- 
facturers have  never  had  agents  here.  Their  busi- 
ness is  done  entirely  by  travelling  to  and  from  the 
country  of  the  manufacturer  and  of  the  British 
buver,  and  the  contracts  are  fixed  up  entirely  in 
the  foreign  country. 

6290.  That  is  a very  valuable  addition  to  what 
has  been  said.  Have  you  anything  further  that 
you  would  like  to  say?— There  is  only  one  point.  I 
do  not  know  whether  this  is  the  right  moment  to 
say  it,  but  it  is  this:  if  by  any  means  the  Inland 
Revenue  could  be  persuaded  to  suspend  the  pre- 
sent harassing  of  agents,  which  is  increasing  daily, 
until  this  Commission  has  given  its  considered 
Report,  or  until  some  action  has  been  taken  to 
clear  the  matter  up,  it  would  be  of  inestimable 
service  to  us,  and  would'  spare  us  a great  deal  of 
worry,  anxiety,  and  expense. 

6291.  When  was  the  first  intimation  you  got  about 
this  new  proposal — in  what  year? — It  was  within 
twelve  months,  I think. 

6292.  Have  you  been  able  to  take  any  contracts 
or  do  any  business  with  a provision  that  Income 
Tax  may  be  taken?— No,  it  is  quite  impossible  I 
only  recently  had  a foreign  manufacturer  over  here 
and  put  the  question  to  him,  and  he  repudiated 
it  entirely.  He  said:  “ I pay  my  Income  Tax  in 
my  own  country,  and'  if  there  is  any  question  oi 
my  paying  it  here  I should  have  to  make  entirely 
different  arrangements.” 

6293.  Your  suggestion  to  meet  this  arrangement 
is  that  it  should  be  on  the  invoice?— That  seems  to 
me  a more  equitable  arrangement  than  to  try  and 
get  the  money  out  of  the  man  who  has  not  got  it 
(Mr.  Belfour ):  May  I say  one  word?  Sir  Edmund 
Nott-Bower  said  it  might  be  equivalent  to  a sort 
of  collusive  arrangement  under  sub-section  2. 
Those  arrangements  about  the  contract  being  made 
abroad  were  qualified  by  Mr.  McKenna  in  the 
House  as  being  legitimate  evasions.  What  I would 
like  to  say  about  it  is  this.  I think  in  the  textile 
trade  those  evasions  are  quite  necessary,  because 
the  manufacturers  must  have  the  power  of  saying 
whether  they  will  accept  an  order  or  not,  and  there- 
fore it  is  quite  legitimate  even  apart  from  any  legal 

P°6294.  Sir  E.  Nott-Bower  -.  I was  not  complaining  of 
your  action  at  all,  you  understand?  No. 

6295.  But  until  the  law  be  changed  I am  not  the 
least  surprised  that  manufacturers  should  have 
made  their  arrangements?— But  Mr.  McKenna  did 
qualify  this  as  being  quite  a legitimate  evasion, 
which  he  thought  legitimate  and  did  not  want  to 
attack.  There  is  a further  point  under  sub-section 
2 I have  suggested  at  the  end  of  my  evidence 
that  if  we  could,  after  the  word  “ arising,”  add  the 
words  “ within  Great  Britain,”  that  would  really 
bring  that  section  into  harmony  with  the  intention 
of  the  House  of  Commons  and  also  with  common 

Sei(3296.  Chairman:  You  are  relying  a great  deal  on 
what  Mr.  McKenna  said?— Yes.  Of  course,  with 
the  words  “within  Great  Britain,”  it  is  quite 
certain  where  the  profits  will  arise.  The  whole  in- 
tention of  the  section  was  to  attach  profits  made 
within  Great  Britain. 
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Mr.  E R.  Harrison,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief  on  the  subject  of  Double  Income 
lax  : — 

Proof  of  bvidencf  of  E.  R.  Harrison,  an  Assistant 
SECRETARY  TO  THE  BOARD  OF  INLAND  REVENUE,  ON 
THE  SUBJECT  OF  DOUBLE  INCOME  Tax  WITHIN  THE 

British  Empire. 


Purpose  of  evidence. 

8297.  (i)  The  following  evidence  is  directed  prin- 
cipally to  the  cause  of  double  income  taxation,  and  to 
the  examination  of  various  proposals  for  the  preven- 
tmn  of  such  taxation  that  have  already  been  put  for- 
ward from  one  quarter  or  another,  and' of  various  pro- 
visions with  the  like  object  that  are  in  force  in  this 
country,  in  the  Dominions,  or  in  foreign  countries. 
1 he  Hoard  of  Inland  Revenue  assume  that  the  Roval 
^omrjission  will  not  wish  to  receive  constructive  sug- 
gestions for  dealing  with  this  subject  until  an  oppor- 
tunny  has  occurred  for  a conference  with  represen- 
tatives  of  the  Dominions. 

6298  (2)  An  “ Historical  Note  on  double  taxa- 
tion has  already  been  submitted  to  the  Royal  Com- 
mission. [See  App.  No.  7 (c)]. 

Hoxu  Double  Income  Tax  arises. 

6299.  (3)  Double  Income  Tax  arises  when  two 
countries  charge  Income  Tax  on  the  same  source  of  in- 
come. As  it  is  not  ordinarily  practicable  for  a State 
to  tax  income  effectively  unless  either  the  source  of  the 

‘he  u°WnerJ  °f  the  income  is  within  its 
holders,  it  may  be  said  broadly  that  the  possibility  of 

™ eo m™  taf“tlon  .e,xlsts  onlY  when  the  source  of  the 
StTt  Aufhe  r1es‘dence  °f  the  owner  is  within  the 
also  ti,  Although,the  United  States  of  America  charge 
also  the  income  of  a citizen  even  if  he  resides  abroad 
and  his  income  arises  abroad,  this  mav  he  regarded  as 
an  exceptional  method  of  taxation,  and  the  Jesuits  " 
dePend,  presumably,  in  a great  measure  on 
sentiment  and  patriotism. 

of  effort, V*  tWhe,n.erer  either  of  these  two  conditions 
of  effective  taxation— origin  of  the  income  or  residence 
of  the  owner  of  the  ineome-oeours  in  a country  it 
becomes  possible  for  that  country  to  charge  tax-  and 
so  it  happens  that  the  same  source  of  income  may  be 

Hsl-oun  „ ■ Thm  a pe'Son  ->»  nesidi  in 

wOnSr  > ? lnCOme  enieing  in  India  may 
the  TW  d Kmgdom  Income  Tax  because  ho  resides  in 
the  United  Kingdom,  and  Indian  Income  Tax  on  tlm 

aUSe  ‘he  inC°me  ,,rises  in  I“dia  and 

Scope  of  the  United  Kingdom  Income  Tax. 

United  P T1,,e  chTa,'g™g  W0lds  of  Schedule  D of  the 
United  Kmgdom  Income  Tax  are  very  wide  on  this 


point  (Income  Tax  Act,  1918,  Schedule  D,  First  pro 
vision):  — 

“ Tax  under  this  Schedule  shall  be  charged  in 
respect  of — 

(a)  Ih9  annual  profits  or  gains  arising  or 
accruing — 

(i)  to  any  person  residing  in  the  United 
Kingdom  from  any  kind  of  pro- 
perty whatever,  whether  situate  in 
the  United  Kingdom  or  elsewhere; 
and 

(ii)  to  any  person  residing  in  the  United 
Kingdom  from  any  trade,  profes- 
sion, employment,  or  vocation, 
whether  the  same  be  respectively 
carried  on  in  the  United  Kingdom 
or  elsewhere;  and 

(iii)  to  any  person,  whether  a British 
subject  or  not,  although  not  resi- 
dent in  the  United  Kingdom,  from 
any  property  whatever  in  the 
United  Kingdom,  or  from  any 
trade,  profession,  employment,  or 
vocation  exercised  within  the 
United  Kingdom.” 

Scope  of  Dominion  Income  Taxes. 

6302.  (6)  The  scope  of  the  Dominion  Income  Taxes 
varies  considerably.  Broadly  speaking,  the  Dominion 
of  Canada,  India,  New  Zealand,  Tasmania,  British 
Columbia,  and  Newfoundland  tax  both  income  arising 
in  the  country  and  income  (wherever  arising)  enjoyed 
by  residents  in  the  country.  Of  these,  India,  New 
Zealand,  Tasmania,  and  British  Columbia  limit  the 
tax  on  income  arising  abroad  but  enjoyed  by  residents 
to  so  much  of  the  income  as  is  remitted  to  the  country 
ol  residence  Again,  the  systems  of  Canada,  India, 
and  British  Columbia  make  no  special  provision  for 
rehef  from  double  taxation,  whilst  those  of  New 
Zealand,  Tasmania,  and  Newfoundland  provide  a 
measure  of  relief. 

6303.  (7)  Ou  the  other  hand,  the  Income  Taxes  of 
the  Commonwealth  of  Australia,  the  Australian 
Mates  and  the  Union  of  South  Africa  are  more 
S1'"  S0°P®-  applying  only  to  income  arising 
within  the  country.  The  systems  of  these  countrieS 
contain  no  special  provisions  for  relief  from  double 
taxatmn  the  reason  no  doubt  being  the  restricted 
scope  or  the  charge. 

6304.  (8)  A detailed  account  of  the  Income  Tax 
systems  of  the  Dominions  is  given  in  a handbook  on 

Inland  RaI  InCre,T‘*XeS  PraPa™d  by  the  Board  of 
Inland  Revenue  for  departmental  use,  copies  of  which 
have  already  been  furnished  for  the  use  of  the  Royal 
T“b,er.  Sh°"'ing  «“>  ™tes  of  tax  to 
frort  ‘of  JhlsTandW  °mini0,'S  Wi"  * f°""d  “ th» 
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Difficulty  of  eliminating  double  taxation. 

6305.  (9)  There  is  probably  general  agreement  that 
each  State  has  an  unrestricted  right  to  tax  within  the 
sphere  of  its  jurisdiction,  and  also  that  the  governing 
principle  of  taxation  in  the  United  Kingdom  is  and 
has  been  the  test  of  ability  so  far  as  residents  in  this 
country  are  concerned. 

6306.  (10)  It  would  also  he  generally  admitted  as 
regards  the  incidence  of  the  United  Kingdom  Income 
Tax  that,  other  things  being  equal,  it  is  at  present  to 
the  advantage  of  the  taxpayer  (except  to  the  extent  to 
which  the  relief  from  Double  Income  Tax  conferred  by 
section  55  of  the  1918  Act  affects  the  matter)  to  invest 
at  home  rather  than  in  any  country  abroad  where  there 
is  an  Income  Tax  or  equivalent  tax.  Investment 
abroad  gives  rise  to  the  possibility  of  double  taxation. 

The  general  assumption  is,  however,  qualified  by  the 
fact  that  an  investor  seeking  an  outlet  for  his  capital 
abroad  takes  into  account  the  taxation  to  which  the 
product  is  likely  to  be  subject  and  the  rate  of  interest 
which  he  is  willing  to  accept  is  affected  by  this  con- 
sideration . 

6307.  (11)  As  each  State  has  an  unrestricted  right 
to  adopt  its  own  methods  of  taxation  within  the 
sphere  of  its  jurisdiction,  and  as  each  will  attach 
special  importance  to  its  own  circumstances  in 
deciding  its  methods,  the  existence  of  double  income 
taxation  cannot  be  easily  eliminated.  Moreover,  if 
;iuy  compromise  were  attempted  each  State  would  try 
to  insist  on  the  particular  form  of  compromise  which 
its  own  interests  dictated. 

The  existence  of  hardship. 

6308.  (12)  Nevertheless,  whilst  various  methods  will 
doubtless  continue  to  be  adopted  by  different  States  to 
suit  their  varying  needs  and  conditions,  it  may  be  that 
in  sorap  cases  the  double  taxation  creates  a.  public  sense 
of  hardship  calling  for  correction.  During  the  war, 
v itli  the  increasing  rates  of  Income  Tax  in  this 
country  and  the  imposition  of  new  or  increased  In- 
come faxes  in  the  Dominions  (which  term,  for  the  sake 
of  brevity  I have  used  throughout  this  proof  to  include 
not  only  the  self-governing  Dominions  but  also  India 
and  British  possessions  generally),  the  feeling,  already 
manifest  before  the  war,  has  grown  in  intensity  that 
double  income  taxation  within  the  confines  of  the 
Empire  involves  hardship  upon  those  taxpayers  who 
suffer  it.  The  root  of  the  feeling  must  lie  in  the  con- 
sciousness of  the  essential  homogeneity  of  the  Empire 
and  the  consequent  inequity  of  requiring  a taxpayer 
to  make  two  contributions  of  Income  Tax  for  purposes 
which  can  be  conceived,  as  in  some  measure,  a single 
purpose,  viz.,  the  purposes  of  the  British  Empire. 
Combined  with  this  feeling  must  be  the  desire  to 
encourage  Imperial  trade  and  the  development  of  the 
resources  of  the  Dominions.  The  passing  of  section  43 
of  the  Finance  Act,  1916  (now  section  55  of  the  Income 
Tax  Act,  1918),  as  well  as  the  resolution  passed  at  the 
Imperial  War  Conference  in  1917  [see  paragraph  8 of 
the  Historical  Note  on  double  taxation,  App.  No. 

7 (c)]  constitute  a recognition  of  this  hardship  of 
Double  Income  Tax  within  the  Empire,  and  seem  to 
establish  at  least  a prima  facie  probability  that  a pei- 
manent  measure  of  relief  will  be  called  for. 

6309  (13)  I assume  that  the  Royal  Commission  will 
agree  that,  where  double  income  taxation  arises 
within  the  British  Empire  as  an  incident  of  the  exer- 
cise of  the  general  right  of  each  State  to  follow  its 
own  methods  of  taxation,  this  hardship  and  also 
hindrance  to  Imperial  trade  in  some  degree  exist 
(whether  they  existed  before  the  general  increase  in 
rates  of  Income  Tax  due  to  the  war  or  not),  and  that 
the  Commission  will  wish  to  have  before  them  some 
official  evidence  as  to  the  merits  or  demerits  both  ol 
existing  reliefs  and  of  various  constructive  proposals 
or  legislative  provisions  that  have  already  been  put 
forward  as  a permanent  solution  of  the  question  oi 
have  found  their  way  into  a Statute  book.  It  is  from 
this  point  of  view  that  I approach  t/.e  matter. 

The  existing  United  Kingdom  previsions  for  relief 

from  Double  Income  Tax  within  the  Empire. 

C310.  (14)  The  United  Kingdom  Income  Tax  code 
has  always  admitted  the  principle  of  treating  as  an 
expense,  in  computing  taxable  income,  the  amount  ot 
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any  Income  Tax  paid  abroad  in  respect  of  such  in- 
come. Thus,  in  the  case  of  income  from  securities 
and  possessions  abroad  the  liability  is  either 
to  income  received  in  the  United  Kingdom,  in  which 
cases  taxes  paid  abroad  would  not  form  part  of  the 
sums  remitted,  or,  where  the  liability  extends  to  in- 
come arising  abroad,  whether  remitted  to  this  country 
or  not,  a deduction  is  expressly  allowed  for  any  sum 
which  has  been  paid  in  respect  of  Income  lax  in  the 
place  where  the  income  has  arisen.  (bchedule  D, 
Cases  IV.  and  V.)  For  example  A receives  a rent  ot 
£1,000  a year  from  house  property  in  India.  Un  this 
income  be  1ms  to  pay  Indum  Income  lax 
(at  Is.  3d.)  to  £63  10s.  A’s  income  from  thus  souice 
for  the  purposes  of  United  Kingdom  Income  Ian  will 
be  taken  to  be  £937  10s.  (£1,000  minus  £62  10s.) ; not 

6311.  (15)  This  relief  has  always  operated  and  will, 
it  is  assumed,  remain  operative  in  relation  to  foreign 
countries.  The  case  for  its  retention  wltbm  the 
limits  of  the  Empire  will  disappear  if  and  when  any 
complete  relief  from  Double  Income  lax  becomes 

°P63121V(16)  Ike  principal  measure  of  United  King- 
dom relief  from  Double  Income  Tax  became  law  as 
section  43  of  the  finance  Act,  1916  (now  section  55  of 
the  Income  Tax  Act,  1918).  This  section  provide,  in 
effect,  that  where  a person  has  on  any  part  of  his 
income  borne  both  United  Kingdom  Income  Tax  (at 
more  than  3s.  6d.  in  the  £)  and  also  Colonial  Income 
Tax,  be  shall  be  repaid  the  smaller  of  the  two  follow- 

mg  (a)°"uch  an  amount  as  will  reduce  the  United 
' Kingdom  Income  Tax  on  that  part  of  his 
income  to  3s.  6d.  in  the  pound;  or 
lb)  the  total  amount  of  tax  on  that  part  of  his 
1 income  at  the  rate  of  the  Colonial  Income 

' 6313  (17)  Consideration  of  this  relief  is  of  limited 
value  in  connection  with  the  finding  of  a permanent 
solution  of  the  Double  Income  Tax  problem  because 
it  was  admittedly  granted  without  prejudice  to  the 
question  of  principle,  was  makeshift  in  charactei , am d 
one-sided  in  its  incidence,  being  allowed  solely  at  the 
expense  of  the  United  Kingdom  11  " " 

introduced  merely  os  a temporary  allev  lation  of  a 
hardship  pending  that  examination  into  principle  on 
which  the  Royal  Commission  is  now  engaged. 

6314.  (18)  Nevertheless  the  experience,  gained  ill 
the  administration  of  this  section  is  not  without  signr 
ficance  as  »n  the  one  band  it  has  shown  that  relief 

on  these  general  lines  can  be  worked,  and  on  the  othei 
it  has  revealed  the  existence  of  certain  practical  diffi- 
rniltii  wWch  are  likely  to  be  met  with  ,jn  all  attempts 
to  solve  the  problem  of  Double  Income  lax,  but  which 
need  not  be  present  in  all  solutions  in  the  same  degree- 
These  difficulties  are  indicated  in  the  following  par.  - 
graphs. 

Difficulties  which  have  been  experienced in the 
administration  of  the  existing  relief,  illustrated 
by  the  case  of  dividends  of  Dominion  companies. 

6315  (19)  The  branch  of  relief  specially  referred  to 
in  the  following  paragraphs  is  that  granted  to  shale 
holders,  &c.,  in  Dominion  companies  by  adjustment  of 
the  rate  of  United  Kingdom  Income  la*  ded“teI^ 
navment  of  dividends,  &c,  in  this  country,  ihe  dim 
unities  mentioned  have  also  been  found 1 to  exist  m the 
administration  of  other  branches  of  the  leliel.  int 
SSI  made,  therefore,  are  of  general  applica- 
ble. (20)  Relief  to  shareholders  of  Dominion  com- 
nanies  is  legally  due  to  each  individual  by  way  of  re- 
payment ofbtax;  hut  there  are  important  advantages 
in^the  present  administrative  arrangements  under 
which  when  a dividend  is  about  to  be  paid  by  a 
Dominion  company,  the  agent  (if  any)  m this  country 
entousted  with  payment  of  the  dividend  furnishes  in- 
tern" tion  as  to  Dominion  Income  Tax  paid  ascertains 
from  the  Inland  Revenue  Department  *e  rate  of 
relief  in  respect  of  such  tax  applicable  to  the  dm 
dend,  and  deducts  United  Kingdom  Income  Tax  from 
the  amounts  paid  to  the  shareholders  at  a rate 
reduced  so  as  to  allow  the  relief  due.  , . 

6317  (21)  As  the  announcement  of  a dividend  is 
frequently  made  only  a limited  time  before  payment 
tKme  for  settlement  of  the  rate  of  relief  is  usually 
short. 
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6318.  (22)  In  the  administration  of  the  relief  men- 
tioned two  considerable  difficulties  have  been  met 
with : — 

(i)  that  of  obtaining  at  short  notice,  possibly 
from  the  other  side  of  the  world,  informa- 
tion as  to  the  liability  to  Dominion  Income 
Tax  of  the  income  under  review  j and 
(li)  that  of  ascertaining  the  ‘•part”  ’of  the  in- 
come which  is  the  subject  of  double  taxa- 
tion. 

6319.  (23)  The  first  of  these  difficulties  has  been 
surmounted  in  practice  by  the  adoption  of  somewhat 
rough-and-ready  methods  of  ascertaining  the  rate  of 
relief  allowable  by  reference  to  the  best  evidence  avail- 
able for  the  time  being.  Such  a course,  while  neces- 
sary to  prevent  a breakdown  and  justifiable  by  refer- 
ence to  war  conditions  and  the  makeshift  character  of 
the  relief  conferred  by  section  55,  could  hardly  be 
continued  indefinitely  without  modification  as  part  of 
the  administration  of  a permanent  scheme  of  relief. 
This  difficulty  is  accentuated  by  changes  in  the 
Dominion  Income  Tax  laws  and  rates,  which  occur 
from  time  to  time,  as  the  precise  extent  to  which  such 
changes  actually  affect  particular  companies  is  often 
not  definitely  ascertainable  until  a considerable  time 
after  payment  of  the  dividends,  and  in  the  meantime 
it  has  sometimes  been  necessary  (especially  where  the 
rate  of  the  Dominion  tax  has  been  raised)  to  make  an 
allowance  of  relief  on  estimate,  which  may  ultimately 
prove,  on  receipt  of  the  required  information,  to 
differ  from  the  proper  allowance. 

6320.  (24)  It  is  similarly  necessary  to  make  esti- 
mated allowances  where,  for  instance,  the  taxation 
of  the  company  in  the  Dominion  is  held  up  tempora- 
nlv  (it  may  be  for  a year  or  more)  by  appeals  against 
assessments;  for  companies  naturally  expect,  if  they 
adopt  the  system  by  which  the  paying  agents  deduct 
tax  at  a rate  reduced  to  allow  relief,  to  be  able  to 
rely  on  the  continunity  of  such  allowances,  as  an  in-' 
terruption  of  the  allowances  would  mean  trouble 
with  their  shareholders.  Again,  a revision  and  re- 
duction of  the  Dominion  assessments  for  past  years 
must  of  necessity  normally  be  ignored,  allowance  of 
relief  having  already  been  made  by  reference  to  the 
original  assessments.  There  seems  to  be  a tendency 
on  the  part  of  some  Dominion  taxation  authorities 
to  make  tentative  or  provisional  assessments  as  soon 
as  possible  each  year  (with  a view,  no  doubt,  to  col- 
lecting the  maximum  amount  of  tax  at  the  due  date) 
subject  to  revision  at  leisure. 

6321.  (25)  This  situation  has  been  met  to  some  ex- 
tent  in  practice  by  making  “provisional”  allowances 
of  relief.  Ibis  procedure  is  unsatisfactory,  mainly 
because,  owing  to  transfers  of  shares,  adjustments 
made  on  payment  of  subsequent  dividends  may 
penalize  or  benefit  the  wrong  persons,  but  partly  be- 
cause the  practice  tends  to  have  a one-sided  effect 
viz.,  that  where  an  under-allowance  has  been  made 
the  Revenue  cannot  refuse  to  make  an  additional 
allowance,  while  if  an  over-allowance  has  been  made 
the  Revenue  has  no  effective  means  of  recoverv.  and 
m view  of  transfers  of  shares,  hesitates  to  claim  an 
dividend^  deducfcion  of  tax  frora  a subsequent 

6322.  (26)  The  conclusion  is  thus  reached  that  no 
scheme  which  involves  the  first  difficulty,  mentioned 

22\can  be  enfcirely  free  from  objection, 
ijithei  the  Department  may  on  occasion  have  to  grant 
relief  by  reference  to  defective  information,  or  each 
individual  taxpayer  must  be  required  to  claim  relief 
by  way  of  repayment  and  kept  out  of  his  money  for 
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a more  or  less  prolonged  period  of  time  while  the  full 
information  necessary  to  establish  a claim  is  being 
obtained  from  overseas. 

6323.  (27)  The  direction  in  which  a remedy  must 
be  sought  is  that  of  improving  the  arrangements  for 
obtaining  speedily  from  the  Dominions  the  necessary 
information. 

6324.  (28)  The  second  of  the  difficulties  mentioned 
in  paragraph  22  is  inherent  in  all  schemes  for  afford- 
ing relief  from  double  taxation,  and  must  therefore 
remain  as  an  obstacle  of  greater  or  less  magnitude  to 
complicate  any  and  every  system  of  relief.  It  is  met 
with  in  nearly  all  cases  of  relief  granted  through 
paying  agents  of  Dominion  companies  to  share- 
holders. In  the  first  place  such  companies  almost 
invariably  have  a certain  amount  of  income  arising 
in  this  country  as  well  as  income  arising  in  a 
Dominion.  Secondly,  a company’s  receipts  frequently 
include  amounts  which  arise  in  a Dominion  but  are 
not  treated  as  income,  or  for  one  reason  or  another 
are  exempted  from  Dominion  Income  Tax.  Thirdly, 
a number  of  companies  (e.p.,  Australasian  concerns) 
carry  on  business  simultaneously  in  the  United 
Kingdom  and  in  several  Dominion  States.  Fourthly, 
where  the  company  carries  on  business  in  several 
Dominion  States,  differences  of  basis  between  the 
Dominion  assessments  render  a proper  apportionment 
of  the  relief  allowable  in  respect  of  the  several 
Dominion  Income  Taxes  extremely  difficult.  The 
profits  of  a particular  year  may  in  one  place  be 
assessed  in  the  following  year,  the  tax  being  payable 
the  year  after;  in  another,  provision  may  be  made 
for  a payment  on  account  during  the  year  in  which 
the  profits  are  made,  the  balance  being  assessed  and 
paid  at  the  end  of  the  year ; in  one  State  the  assess- 
ment may  be  made  on  actual  profits  within  the  State; 
m another  an  arbitrary  basis  (e.g.,  an  apportionment 
by  reference  to  assets  and  liabilities)  may  be  adopted ; 
in  another  the  dividends  distributed  may  be  assessed 
at  one  rate  and  the  undistributed  profits  at  another. 
Owing  to  the  existence  of  these  complications  the 
dissection  of  the  gross  sum  under  review  into  its 
component  parts  has  occasioned  some  of  the  most 
perplexing  problems  that  have  arisen  in  connection 
with  the  section  55  relief. 

6325.  (29)  Whilst  the  second  difficulty  is  impossible 
of  complete  removal,  its  magnitude  may  vary  greatly 
under  different  schemes  for  conferring  relief  from 
Double  Income  Tax.  It  is,  therefore,  important  to 
keep  this  consideration  in  mind  when  the  relative 
merits  of  various  proposals  are  under  examination. 

A defect  of  the  existing  relief. 

6326.  (30)  One  of  the  defects  of  the  scheme  of  relief 
contained  in  section  55  is  that  it  does  not  take  suffi- 
cient account  of  the  graduation  of  the  United 
Kingdom  Income  Tax.  It  operates  only  to  reduce  the 
standard  rate  of  6s.  in  the  £ (by  a maximum  amount 
ot  2s.  6d.),  and,  as  a reduction  of  the  6s.  rate  can 
also  be  obtained  on  different  grounds  by  an  indivi- 
dual whose  income  does  not  exceed  £2,000,  and  who 
is  consequently  liable  to  pay  tax  at  a lower 
(graduated)  rate  than  6s.,  the  two  reliefs  overlap, 
and  the  net  effect  is  that  the  large  income  benefits 
from  the  section  55  relief  more  than  the  medium 
income,  whilst  the  small  income  does  not  benefit  at 

Table  — ^ P°int  *8  bl'°Ught  °Ut  by  the  fo,lo'viiig 
Income  Tax. 


Total  income  of  individual. 


(I) 


Not  exceeding  £500  

Exceeding  £500  and  not  exceeding  £1,000 

„ £1,000  „ „ £1,500 

» £1,500  „ „ £2,000 

„ £2,000  


Standard 
rate  of 
deduc- 
tion. 


(2) 


Rate  after 
allowance  of 
section  55  relief 
at  2s.  6d.  in  the 
pound  (maxi- 
mum relief). 

(3) 


Graduated  rate 
payable  on 
unearned  in- 
come without 
regard  to  section 
55  relief. 


8.  d. 
3 0 


Rate  ultimately 
b-irne  on  income 
(column  3 or 
column  4, 
whichever  is 
lower). 

(5) 


Net  benefit  to 
the  taxpayer  by 
the  section  55 
relief  (column  4 
minus 
colum  5). 

(6) 


■s.  d. 
3 0 


Nil. 

3 

1 0 

1 9 

2 6 
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Proposal  to  collect  the  higher  oj  two  taxes,  while 
remitting  the  lower,  and  to  apportion  the 
proceeds. 

6327.  (31)  A proposal  that  has  been  received  with 
favour  in  some  quarters  is  based  upon  the  relieving 
enactment  (designed  to  avoid  double  Excess  Profits 
taxation  within  the  Empire)  contained  in  section  23 
of  the  Finance  Act,  1917,  i.e.,  broadly  speaking,  a 
provision  to  collect  from  each  taxpayer  the  higher 
of  the  two  charges  whilst  remitting  the  lower,  and 
to  apportion  the  proceeds  between  the  respective 
Exchequers  concerned.  It  was  suggested  by  Mr. 
William  Mosenthal  in  his  evidence  before  the  Royal 
Commission.  A proposal  on  these  lines  was  also  put 
forward  in  1918  by  the  Association  to  Protest 
Against  the  Duplication  of  Income  Tax  within  the 
Empire,  which  suggested  the  passing  of  a clause  in 
the  following  terms  : — 

His  Majesty  may  by  Order  in  Council  declare : — 

(а)  that  under  the  law  in  force  in  any  of  His 

Majesty’s  Possessions  Colonial  Income  Tax 
duty  is  chargeable  in  respect  of  any  profits 
in  respect  of  which  Income  Tax  duty  is  also 
payable  in  the  United  Kingdom  j and  that 

(б)  arrangements  have  been  made  with  the  Gov- 

ernment of  any  such  Possession  whereby 
in  respect  of  any  profits  only  the  duty 
which  is  higher  in  amount  is  to  be  payable 
and  for  apportioning  between  the  respec- 
tive Exchequers  the  amount  of  such  duty. 

Where  any  such  Order  in  Council  is 
made,  then,  if  the  Commissioners  are 
satisfied  that  any  case  is  one  to  which  any 
such  arrangements  relate,  they  may,  in 
lieu  of  any  relief  granted  under  section 
43  of  the  Finance  Act,  1916,*  allow  or 
make  such  remission  or  adjustments  of 
duty  as  may  be  necessary  to  give  effect  to 
such  arrangements,  so,  however,  that  the 
effect  of  such  remission  or  adjustments 
shall  not  be  less  favourable  than  the  relief 
in  lieu  of  which  they  are  allowed  or  made. 

The  obligation  as  to  secrecy  .... 
shall  not  prevent  the  disclosure  to  the 
Government  of  the  Possession  concerned  of 
such  facts  as  may  be  necessary  to  enable 
such  arrangements  as  aforesaid  to  be 
carried  into  effect. 

Objections  to  proposal. 

6328.  (32)  It  is  important  to  observe  at  the  outset 
that  the  provisions  of  the  draft  clause  would  be  use- 
less for  the  purpose  of  relief  if  a Dominion  were 
disinclined  to  modify  the  scope  of  its  income  taxa- 
tion, even  if,  in  view  of  the  temporary  nature  and 
the  special  features  of  the  Excess  Profits  Duty,  it 
had  been  willing  to  make  a special  arrangement  with 
regard  to  that  duty. 

6329.  (33)  No  directions  are  given  in  the  draft 
clause  as  to  the  apportionment  of  the  duty  between 
the  respective  Exchequers — it  is  presumably  left  to 
the  Exchequers  of  tho  respective  Governments  to 
make  such  arrangements  as  they  may  think  fit.  It 
is  very  doubtful  whether  either  the  United  Kingdom 
Parliament  or  the  Dominion  Parliaments  would  be 
villing  to  relinquish  their  respective  powers  in  an 
.important  matter  of  this  kind.  On  the  other  hand, 
if  directions  as  to  apportionment  are  to  be  inserted 
in  the  legislation  dealing  with  the  matter  an  ex- 
tremely controversial  topic  is  at  once  raised  which 
could  only  be  settled  by  a series  of  previous  agree- 
ments with  the  various  Dominion  Governments  con- 
cerned, and  even  then  could  probably  not  be  regarded 
as  permanently  settled. 

6330.  (34)  As  regards  the  merits  of  a scheme  on 
these  lines  as  a practical  solution  of  the  Double 
Income  Tax  problem  it  may  be  stated  at  once  that, 
as  compared  with  Excess  Profits  Duty,  the  Income 
Tax  lends  itself  far  less  readily  to  relief  of  this 

* Now  section  55  of  the  Income  Tax  Act,  1918. 


nature  and  that  the  conditions  under  which  the  two 
duties  are  charged  and  collected  differ  so  widely  as 
to  prohibit  the  inference  that  a system  of  relief 
which  can  be  applied  in  the  one  case  can  for  that 
reason  be  applied  in  the  other.  The  following  points 
of  contrast  call  for  special  attention : — 

(a)  Excess  Profits  Duty  is  temporary:  Income 

Tax  is  for  practical  purposes  permanent ; 

(b)  the  scope  of  Excess  Profits  Duty  is  limited 

to  certain  kinds  of  profit : Income  Tax 

applies  to  income  of  all  kinds ; 

(c)  Excess  Profits  Duty  is  chargeable  only  in  a 

relatively  small  number  of  the  cases  within 
limits  of  its  application,  viz.,  cases  of  ex- 
cess over  the  pre-war  standard : Income 
Tax  is  chargeable  on  all  income  above  a 
low  exemption  point  5 

(d)  Excess  Profits  Duty  is  chargeable  by  reference 

to  the  profits  of  specific  accounting  periods  : 
Income  Tax  is  chargeable  on  profits  com- 
puted on  various  averages,  &c. ; 

(c)  Excess  Profits  Duty  is  chargeable  for  the  most 
part  on  large  and  prosperous  businesses 
and  corporations  whose  accounts  and  taxa- 
tion affairs  are  in  capable  hands:  Income 
Tax  is  chargeable  also  in  a very  great  num- 
ber of  cases  where  adequate  accounts  and 
competent  co-operation  are  wanting ; 

(/)  at  present  some  half  dozen  Dominions  only 
have  been  concerned  with  Excess  Profits 
Duty,  viz.,  the  Commonwealth  of  Australia, 
South  Africa,  Canada,  India,  British 
Guiana  and  Southern  Rhodesiai,  and  New 
Zealand  for  one  year  only : there  are  many 
more  Dominion  Income  Taxes. 

6331.  (35)  It  is  the  distinguishing  features  of  the 
Excess  Profits  Duty  mentioned  above  which  render 
possible  a working  solution  of  any  difficulties  that  may 
arise  and  give  scope  for  elasticity  iji  particular  cases 
where  a strict  interpretation  of  the  relieving  pro- 
visions is  not  practicable.  The  Excess  Profits  Duty 
itself  is  temporary  and  the  difficulties  are  temporary. 

6332.  (36)  But  even  in  regard  to  Excess  Profits 
Duty  the  greatest  difficulty  has  been  experienced  in 
getting  any  workable  scheme  on  its  legs,  and  up  to 
the  present  no  effective  arrangement  has  been  com- 
pleted with  any  Dominion.  More  numerous  and  more 
accentuated  difficulties  would  be  met  with  in  con- 
nection with  an  attempted  solution  of  the  Double 
Income  Tax  problem  on  these  lines. 

6333.  (37)  Some  of  the  more  important  of  these 
difficulties  are  indicated  by  the  following  considera- 
tions : — 

(a)  communications  by  letter  with  the  Dominions 

involves  delay,  and  communication  by  cable 
is  expensive  and  inadequate.  But  the 
essence  of  a business-like  reciprocal  arrange- 
ment is  that  it  should  work  immediately 
and  automatically  without  the  intervention 
of  the  taxpayer  to  give  precise  effect  to  the 
scheme  adopted ; 

(b)  it  would  appear  necessary  to  set  on  foot  a 

system  by  which  special  representatives  of 
the  Dominions  should  be  appointed  to  act 
as  liaison  officers  in  London  with  power  to 
settle  in  consultation  with  representatives 
of  the  Inland  Revenue  the  course  of  action 
to  be  taken  in  individual  cases  and  to  give 
instructions  to  the  Dominion  collecting 
authorities  accordingly.  Even  with  a staff 
of  liaison  officers  frequent  communication 
between  the  United  Kingdom  and  the 
Dominions  would  be  necessary ; 

(c)  it  would  lie  necessary  for  the  officials  of  botli 

countries  to  have  complete  particulars  re- 
garding the  facts  of  each  case,  and  know- 
ledge both  of  the  relevant  provisions  of  the 
Dominion  and  the  United  Kingdom  Income 
Tax  laws  and  of  the  way  in  which  those 
laws  are  administered,  because  the  amount 
and  nature  of  the  profits  liable  both  to 
Dominion  and  to  United  Kingdom  tax 
would  have  to  be  agreed  between  all  parties 
concerned ; 
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(d)  the  determination  of  the  actual  relief  allow- 

able in  particular  cases  would  be  a matter 
of  difficulty  involving  the  equation  of 
systems  of  taxation  that  are  often  widely 
at  variance; 

(e)  there  would  always  be  at  least  three  parties 

to  be  satisfied  with  the  determination  of 
the  relief  allowable,  viz.,  the  Dominion  and 
United  Kingdom  officials  and  also  the  tax- 
payer ; 

(/)  if  more  than  one  Dominion  Income  Tax  were 
involved  in  a case  the  difficulties  would  be 
greatly  increased.  For  instance,  a bank 
carrying  on  buisness  in  Australasia  would 
be  likely  to  pay  Income  Tax  in  New  South 
Wales,  Victoria,  Queensland,  South  Austra- 
lia, 'Western  Australia,  Tasmania  and  New 
Zealand,  in  addition  to  the  Australian 
Commonwealth  Income  Tax  and  United 
Kingdom  Income  Tax,  and  the  amount  of 
profits  might  in  one  place  be  determined  on 
an  arbitrary  basis  ( e.g .,  an  apportionment 
of  the  aggregate  profits  in  the  ratio  of 
assets  in  the  State  to  total  assets),  and  in 
another  place  in  a totally  different  manner : 

( y ) in  view  of  the  foregoing  obstacles  to  prompt 
settlements  it  would  frequently  be  im- 
possible to  dispose  of  the  question  of  relief 
as  profits  were  determined.  This  would 
lead  to  inconvenience  and  delay  which 
might  ultimately  become  so  serious  as  to 
cause  a breakdown  of  the  system. 

Settlements  involving  condiment  action  by  two 
countries. 

6334.  (38)  No  doubt  it  would  be  possible  to  devise 
other  settlements  proceeding  on  the  same  general 
lines  as  the  Excess  Profits  Duty  provision,  though 
differing  from  it  in  some  of  its  aspects,  or  settlements 
involving  concurrent  action  in  each  case  by  the  two 
Governments  concerned.  Such  arrangements,  how- 
ever, seem  to  involve  serious  difficulties.  In  parti- 
cular, the  precise  nature  and  extent  of  relief  based 
on  reciprocal  arrangements  is  always  liable  to  depend 
in  some  degree  on  the  views  of  the  governing  autho- 
rity for  the  time  being,  and  succeeding  Governments, 
who  do  not  necessarily  hold  the  same  views  as  their 
predecessors,  might  desire  to  modify  such  taxing 
arrangements  when  they  come  into  power.  Altera- 
tions in  the  rate  of  tax  in  force  in  a particular 
country  would  also  tend  to  disturb  or  at  least  to 
lead  to  the  reconsideration  of  any  existing  reciprocal 
arrangements  for  relief  from  double  taxation. 

6335.  (39)  An  even  more  important  consideration, 
perhaps,  is  the  fact  that  such  an  arrangement  would 
tend  to  limit  the  freedom  of  a State  to  tax  within 
its  own  borders,  and  to  place  certain  of  its  residents 
under  the  fiscal  jurisdiction  of  another  State:  effects 
which  might  lead  to  the  raising  of  difficult  constitu- 
tional questions  as  well  as  to  the  existence  of  strong 
public  feeling  and  possibly  friction  between  Govern- 
ments. 

6336.  (40)  These  considerations  point  to  the  con- 
clusion that  the  best  solution  might  be  one  which 
enables  the  whole  hardship  to  be  met  by  the  British 
Government  and  the  Dominion  Governments  acting 
separately-- of  course,  after  discussion  of  the  matter 
with  Dominion  representatives,  and  perhaps  on  agreed 
parallel  lines — but  so  that  in  any  case  the  British 
Exchequer  bears  a generous,  though  not  unreasonable 
share  of  the  aggregate  loss  which  the  relief  of  the 
hardship  entails. 

Provisions  of  Dominion  and  foreign  systems. 

6337.  (41)  Provisions  to  avoid  double  taxation  of 
income  appear  in  the  codes  of  certain  Dominions  and 
foreign  countries,  and  it  is  proposed  to  make  a brief 
examination  of  these  provisions  with  a view  to  test- 
ing whether  any  of  them  may  contain  a remedy  suit- 
able for  adoption  by  this  country. 

6338.  (42)  In  the  Dominions  and  in  foreign  coun- 
tries, the  ambit  of  the  Income  Tax  and  the  special 
measures  adopted  .with  reference  to  the  problem  of 
double  taxation  vary  considerably.  It  is  here  pro- 
posed to  show  the  general  position  in  the  States 


mentioned,  minor  distinctions  being  ignored.  The 
following  observations  relate  more  particularly  to  the 
liability  of  individuals,  and  the  statements  made  do 
not  in  all  cases  apply  to  companies  without  some 
reservation. 

6339.  (43)  As  regards  the  general  scope  of  the  tax, 
Income  Tax  systems  may  be  broadly  divided  into 
three  classes,  viz. : — 

(u)  those  in  which  the  tax  is  charged  on  the  total 
income  of  residents  in  the  country,  from 
whatever  source  derived ; 

(b)  those  in  which  the  tax  is  charged  on  all  in- 

come derived  from  sources  in  the  country, 
whether  it  accrues  to  residents  or  non- 
residents ; and 

(c)  those  in  which  the  tax  is  charged  on  the  total 

income  of  residents  from  all  sources,  and 
also  on  the  income  accruing  to  non-resi- 
dents from  sources  within  the  country. 

6340.  (44)  The  ‘‘general  Income  Tax”  of  France 
is  the  chief  example,  and  almost  the  sole  example 
among  States  of  any  importance,  of  the  principle  of 
charging  tax  only  on  persons  residing  in  the  country ; 
and  even  in  this  case  the  general  tax  in  accompanied 
by  other  supplementary  or  “ schedular  ” taxes 
applicable  to  income  arising  from  sources  within  the 
country. 

6341.  (45)  In  the  following  countries  the  source  of 
the  income  is  the  test  of  liability,  tax  being  charged 
on  all  income,  whatever  its  destination,  arising  within 
the  country:  — 

Commonwealth  of  Australia,  New  South  Wales, 
Victoria,  Queensland,  South  Australia, 
Western  Australia,  and  the  Union  of  South 
Africa. 

6342.  (46)  The  third  class  of  system  is  that  iu 
which  Income  Tax  is  charged  both  on  the  total  income 
of  all  residents  in  the  country,  and  also,  with  certain 
limitations,  on  the  income  accruing  to  non-residents 
from  sources  within  the  country.  This  class  may  be 
divided  into  two  main  sub-classes,  i.e.  ; — 

(a)  systems  in  which  no  special  provision  is  inado 

to  give  relief  in  cases  of  double  taxation, 
and 

( b ) systems  which  contain  some  special  provisiou 

of  this  character. 

6343.  (47)  The  principle  examples  of  sub-class  (a) 
are  the  systems  of  the  Dominion  of  Canada,  India* 
British  Columbia,*  Sweden,  Denmark  and  Prussia. 

6344.  (48)  Sub-class  ( b ) is  represented  by  New 

Zealand,*  Tasmania,*  Newfoundland,  Holland, 
Austria,  Huugary  and  the  United  States  of  America. 
The  special  provision  made  in  these  countries  to 
give  relief  from  double  taxation  differ  widely  as 
regards  both  the  nature  of  the  income  to  which  the 
relief  extends  and  the  actual  measure  of  the  relief 
granted. 

6345.  (49)  As  regards  the  former  of  these  points, 
the  relief  usually  applies  to  income  accruing  to  resi- 
dents in  the  country  from  foreign  sources,  ivnere  that 
income  has  been  subject  to  Income.  Tax  in  the  country 
of  origin.  Citizens  of  the  United  States  of  America 
are  entitled  to  a generous  measure  of  relief  from 
United  States  tax  on  these  lines  (see  paragraph  53). 
In  the  system  of  Tasmania  the  relief  extends  to  in- 
come from  any  country  which  has  borne  tax  in  that 
country.  On  the  other  hand,  the  New  Zealand  system 
limits  the  relief  to  income  derived  from  another 
Dominion  on  which  tax  has  been  paid  in  that 
Dominion;  Newfoundland  to  income  derived  from 
the  United  Kingdom,  Canada  or  the  United  States  of 
America  ; Hollandf  to  income  derived  from  a Dutch 
Colony ; Austriaf  and  Hungary  to  income  derived 
from  a foreign  State  which  gives  reciprocal  treatment. 
In  Austria,  moreover,  the  relief  is  l'mited  to  income 
from  real  property  and  a few  other  specified  sources. 
Residents  in  the  United  States  who  are  not  citizens 
are  entitled  to  relief  in  respect  of  income  derived 


* In  these  cases,  the  income  accruing  to  residents  in  tha 
country  from  foreign  sources  is  only  chargeable  with  tax  if  it  is 
remitted  to  the  country. 

t In  Holland  and  Austria  the  Government  is  empowered  to 
enter  into  agreements  with  foreign  States,  with  n view  to  the 
avoidance  of  double  taxation. 
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from  their  native  country  when  that  country  grants 
reciprocity. 

6346.  (50)  The  measure  of  the  relief  granted  also 
varies  to  some  extent.  In  New  Zealand,  Newfound- 
land, Austria  and  Hungary  the  income  to  which  the 
relief  extends  is  totally  exempted  from  Income  Tax  in 
those  countries,  and  in  Holland  a somewhat  similar 
provision  is  made.  On  the  other  hand,  in  the  United 
States  of  America  and  Tasmania  any  excess  of  the 
home  tax  over  the  foreign  tax  remains  payable. 

6347.  (51)  With  regard  to  the  countries  named  in 
paragraph  48,  it  may  be  said  broadly  that  New 
Zealand,  Tasmania,  Newfoundland,  the  United  States, 
Holland,  Austria  and  Hungary  all  recognize  in  a 
greater  or  less  degree  a primary  right  of  the  country 
of  origin  of  income  to  tax  that  income. 

0348.  (52)  The  law  in  New  Zealand,  Newfoundland, 
Austria  and  Hungary  seems  unduly  generouB  in  that 
it  grants  total  exemption  from  its  own  tax  in  respect 
of  income  to  which  the  relief  extends  without  regard 
to  the  burden  of  the  tax  in  the  other  country  con- 
cerned. The  result  would  be  in  certain  cases  that 
the  total  tax  paid  on  the  income  so  relieved  would  be 
less  than  the  total  tax  paid  in  respect  of  income 
not  subject  to  double  taxation. 

6349.  (53)  The  scheme  of  relief  from  double  taxa- 
tion of  the  United  .States  of  America  is  remarkable 
for  its  wide  sweep.  A citizen  of  the  United  States 
is  allowed  to  deduct  from  the  Income  Tax  payable  by 
him  in  that  country  the  amount  of  any  Income 
Tax,  War  Profits  Tax  and  Excess  Profits  Tax  paid 
by  him  to  any  foreign  country  upon  income  derived 
from  sources  therein  or  to  any  possession  of  the 
United  States.  But  the  United  States  occupies  an 
exceptional  financial  position  and  there  is  reason  to 
infer  that  its  present  generous  attitude  as  regards 
taxes  paid  abroad  by  its  own  citizens  is  attributable 
to  a deliberate  policy  of  encouraging  the  investment 
of  American  capital  abroad. 

6350.  (54)  An  examination  of  the  systems  of  taxa- 
tion mentioned  in  the  preceding  paragraphs  seems 
to  suggest  that  none  of  them  provides  a remedy  for 
Double  Income  Tax  suitable  for  adoption  in  the 
United  Kingdom.  The  reason  for  this  conclusion 
may  be  briefly  stated. 

Objections  to  limiting  the  United  Kingdom  tax  to 
income  arising  therein. 

6351.  (55)  The  suggestion  to  limit  the  United  King- 
dom Income  Tax  to  income  arising  in  this  country 
(taxation  by  reference  to  the  place  of  origin)  not 
only  emerges  from  a consideration  of  the  taxation 
systems  of  certain  Dominions  (i.e.,  the  Australian 
Comonwealth  and  State  taxes  and  the  tax  of  the 
Union  of  South  Africa— see  paragraph  45),  but  was 
made  by  Sir  Frederick  Young  and  Mr.  William 
Mosenthal  in  their  evidence  before  the  Royal  Com- 
mission. 

6352.  (56)  Owing  to  the  disproportion  between  the 
amount  of  United  Kingdom  capital  invested  in  the 
Dominions  compared  with  Dominion  capital  invested 
in  the  United  Kingdom  the  oost  of  solution  of  the 
Double  Income  Tax  problem  on  these  lines  would  be 
thrown  almost  wholly  on  the  United  Kingdom  Ex- 
chequer. A borrowing  country  can  always  succeed  in 
taxing  residents  in  the  country  from  which  it  bor- 
rows by  taxing  by  reference  to  the  origin  of  the 
income.’.  The  lending  country  cannot  reciprocally 
tax  residents  in  the  borrowing  country,  and  must 
maintain  its  right  to  tax  residents  in  its  own  country. 
It  is  sometimes  overlooked  that,  at  any  rate  under 
an  Income  Tax  of  the  modern  type,  a State  taxes 
a person  rather  than  his  income.  Moreover  a State 
adopts  methods  of  taxation  which  suit  its  own  con- 
ditions, and  the  question  becomes  one  of  power  and 
expediency  rather  than  of  right.  It  is  suggested  that 
it  cannot  be  oonceded  that  as  a matter  of  right  a 
State  can  expect  to  tax  the  residents  of  another  State, 
and  because  it  has  done  so  expect  that  the  other 
State  should  renounce  its  claim  to  tax  its  own  resi- 
dents. 

6353.  (57)  Liability  to  taxation  in  this  country 
would  no  longer  be  determined  in  all  cases  by  the 
generally  accepted  test  of  ability  to  pay  as  measured 
by  total  income,  and  inequality  as  between  a resi- 
dent in  the  United  Kingdom  deriving  his  income 


from  a Dominion  and  another  resident  deriving  his 
income  from  this  country  would  arise  in  every  case 
save  only  where  the  rate  of  the  Dominion  tax  charged 
on  the  former  income  happened  to  coincide  precisely 
with  the  rate  of  the  United  Kingdom  tax  chargeable 
on  the  latter  income. 

6354.  (58)  The  United  Kingdom  would  have  to  sur- 
render its  unqualified  right  to  tax  its  own  residents 
according  to  a properly  graduated  scale,  in  favour 
of  Dominions  whose  views  as  to  the  appropriate  in- 
cidence of  taxation  might  be  entirely  different  from 
the  views  of  the  Government  of  this  country.  More- 
over, even  if  this  surrender  were  made,  it  would  be 
impracticable  for  the  Dominions  concerned  to  measure 
the  faculty  of  the  non-resident  taxpayer  to  pay  the 
taxes  which  they  might  think  fit  to  impose,  for  they 
would  have  cognizance  not  necessarily  of  his  total 
income  but  only  of  such  part  as  might  arise  within 
the  Dominion  concerned. 

6355.  (59)  A solution  on  these  lines  appears  un- 
suited to  the  circumstances  of  the  United  Kingdom. 
The  cost  to  the  United  Kingdom  Exchequer  of 
exempting  from  liability  to  United  Kingdom  Income 
Tax  and  Super-tax  income  arising  in  the  Dominions 
is  not  likely  to  be  less  than  £20,000,000. 

Taxation  by  reference  only  to  residence. 

6356.  (60)  The  limitation  of  the  United  Kingdom 
Income  Tax  to  income  accruing  to  residents  in  this 
country  (compare  the  “general  Income  Tax’’  of 
France — see  paragraph  44)  as  part  of  reciprocal 
arrangements  for  preventing  double  taxation  would, 
it  seems,  be  quite  inacceptable  to  the  Dominions, 
which  are  unlikely  to  be  ready  to  renounce  the  exer- 
cise of  their  power  to  tax  income  arising  within  their 
boundaries  even  if  it  accrues  to  residents  in  this 
country.  Such  a limitation  would  introduce  numer- 
ous anomalies,  and  is  not  known  to  be  advocated  by 
anyone. 

Exemption  from  United  Kingdom  tax  of  income 
taxed  in  a Dominion. 

6357.  (61)  The  objections  to  exempting  income  from 
liability  to  taxation  in  this  country  when  it  has  borne 
tax  in'the  Dominion  in  which  it  arose  (compare,  for 
example,  the  New  Zealand  tax — see  paragraphs  49 
and  50)  are  in  substance  the  same  as  the  objections 
to  the  limitation  of  the  United  Kingdom  Income  Tax 
to  income  arising  in  this  country  (see  paragraphs 
55  to  59). 

Deduction  of  Dominion  tax  from  United  Kingdom  tax 

and  collection  only  of  balance. 

6358.  (62)  The  related  proposal  to  collect  only  the 
excess  of  the  United  Kingdom  tax  over  the  tax 
charged  in  the  Dominion  from  which  the  income  is 
derived  (compare  the  taxes  of  the  United  States  and 
Tasmania — see  paragraph  50)  is,  it  is  suggested,  not 
likely  to  command  acceptance  in  this  country.  In 
many  respects  it  resembles  the  proposal  to  limit  the 
United  Kingdom  Income  Tax  solely  to  profits  arising 
in  this  country.  It  involves  the  waiver  by  the 
United  Kingdom  Government  of  its  right  to  tax  by 
methods  suitable  to  its  own  conditions  persons  resi- 
dent within  the  United  Kingdom,  and  it  throws  upon 
the  United  Kingdom  Exchequer  the  whole  cost  of 
the  relief.  For  it  is  clear  that  the  deduction  of  the 
Dominion  tax  fi'om  the  United  Kingdom  tax  would 
entirely  free  the  income  in  question  from  double 
taxation  at  no  cost  whatever  to  the  Dominions. 
Moreover,  the  rate  of  the  Dominion  tax  has  only  to 
be  equal  to  the  rate  of  the  United  Kingdom  tax  for 
the  latter  country  to  receive  no  tax  at  all— the  whole 
of  its  tax  being  wiped  out  by  the  deduction  of  the 
equal  tax  paid  in  the  Dominions. 

Converse  of  the  last  proposal. 

6359.  (63)  The  converse  proposal,  in  relation  to  the 
case  of  a person  residing  in  the  United  Kingdom 
but  deriving  his  income  from  a Dominion,  would  as 
certainly  be  unacceptable  to  the  Dominions.  It 
would  concede  the  primary  right  to  tax  to  the 
country  of  residence  and  would  throw  cost  of  relief 
on  to  the  Dominion  Exchequers. 
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Taxation  in  the  United  Kingdom  of  income  not 
remitted  to  this  country. 

6360.  (64)  In  the  course  of  the  evidence  given  by 
him  before  the  Royal  Commission  Sir  Frederick 
Young  put  forward  the  suggestion  that  income  aris- 
ing in  the  Dominions  but  not  remitted  to  the  United 
Kingdom  should  not  be  taxed  in  this  country.  This 
suggestion  was  also  made  by  Mr.  William  Mosenthal 
and  by  Sir  C.  C.  McLeod,  the  latter  of  whom,  how- 
ever, limited  his  proposals  to  India,  with  which 
country  his  evidence  was  particularly  concerned. 

6361.  (65)  The  United  Kingdom  Income  Tax  is, 
broadly,  a faculty  tax,  that  is,  the  taxpayer’s  liability 
is  measured  by  his  ability  to  pay.  In  the  case  of  a 
resident  receiving  income  from  abroad,  taxation 
based  on  the  total  income  conforms  more  closely  to 
the  test  of  ability  to  pay  than  taxation  by  reference 
to  such  proportion  only  of  his  total  income  as  the 
taxpayer  chooses  to  bring  to  this  country.  The 
ability  to  pay  is  frequently  greater  in  the  case  of  a 
person  who  can  afford  to  keep  a portion  of  his  income 
unremitted  than  in  the  case  of  one  who  is  unable  to 
do  so. 

6362.  (66)  Moreover,  the  exemption  from  United 
Kingdom  taxation  of  income  arising  in  a Dominion 
and  not  brought  to  this  country,  wthout  regard  to 
the  rate  of  a Dominion  tax,  would  mean  that  wher- 
ever the  Dominion  rate  is  lower  than  the  British 
rate  (as  is  at  present  usually  the  case),  the  total 
taxation  of  the  income  in  question  would  be  less 
than  the  total  taxation  of  an  income  of  the  same 
amount  arising  from  a source  in  the  United  King- 
dom. 

Charge  for  “ double  services.” 

6363.  (67)  The  various  proposals  which  have  been 
examined  in  the  foregoing  paragraphs  proceed  on 
the  assumption  that  all  double  income  taxation  ought 
to  be  removed,  and  consequently  that  it  is  not  appro- 
priate to  make  what  may  perhaps  be  described  as  a 
special  charge  for  “ double  services.”  The  propriety 
of  this  assumption  requires  to  be  considered. 

6364.  (68)  Briefly,  the  case  for  a charge  for 
“ double  services  ” may  be  rested  on  the  view  that 
a person  who  is  interested,  in  his  person  or  in  his 
capital,  in  the  future  security  of  two  separate 
countries  may  reasonably  be  called  upon  to  contribute 
to  some  extent  more  freely  to  the  means  €hat  ensure 
such  security  than  another  whose  interests  are  con- 
fined to  one  of  them.  A charge  for  11  double  services,” 
to  the  extent  of  Is.  6d.  in  the  pound,  has  been  upon 
occasions  admitted  as  reasonable  by  the  Association 
to  Protest  Against  the  Duplication  of  Income  Tax 
within  the  Empire.  The  opinion  that  “ double 
services”  may  properly  be  the  subject  of  double  tax- 
ation in  some  degree  appears  to  be  widely  held. 

Conclusions. 

6365.  (69)  The  considerations  to  which  attention  has 
been  drawn  in  the  course  of  this  evidence  suggest 
that  a perfect  remedy  for  such  hardship  from  Double 
Income  Tax  as  exists  is  not  likely  to  be  found,  and 
that  a reasonably  workable  solution  which  removes 
any  substantial  hardship  is  the  best  that  can  be  hoped 
for.  As  stated  in  the  opening  paragraph,  the  Board 
reserve  for  a later  occasion  any  suggestions  which 
may  be  desired  from  them  for  a solution  of  the  ques- 
tion. 

The  doctrine  of  company  control. 

6366.  (70)  Some  reference  is  necessary  in  this  evi- 
dence to  a question  that  is  closely  related  to  the 
Double  Income  Tax  question,  namely,  the  legal  doc- 
trine of  company  “ control,”  by  reference  to  which  a 
company  that  is  directed  and  managed  in  the  United 
Kingdom  is  taxed  in  this  country  on  its  total  profits, 
even  if  such  profits  are  made  by  trading  operations 
which  in  a popular  sense  would  be  said  to  be  carried 
on  wholly  abroad.  This  question  was  raised  in  the 
evidence  given  by  Sir  Frederick  Young,  Mr.  William 
Mosenthal  and  Sir  C.  C.  McLeod.  As,  however, 
separate  official  evidence  will  be  submitted  to  the 
Royal  Commission  on  this  important  subject  at  an 
early  date,  it  is  not  proposed  to  pursue  it  in  this 
statement. 


Mr.  Harrison  also  handed  in  the  following  state- 
ment as  his  evidence-in-cliief  on  the  subject  of  the  rate 
of  Income  Tax  payable  by  persons  resident  abroad:  — 

Proof  of  evidence  to  be  given  by  E.  R.  Harrison,  an 
Assistant  Secretary  to  the  Board  of  Inland 
Revenue,  on  the  rate  of  Income  Tax  payable  by 
persons  resident  abroad. 

6367.  (1)  The  graduated  rates  of  United  Kingdom 
Income  Tax  which  are  applicable  to  incomes  not  ex- 
ceeding £2,000  (or,  in  the  case  of  earned  income, 
£2,500)  and  the  other  reliefs  applicable  to  small  in- 
comes do  not  in  general  apply  to  persons  resident 
abroad  who  derive  income  from  this  country. 
Broadly  speaking,  such  persons  pay  United  Kingdom 
Income  Tax  at  a flat  rate  of  6s.  in  the  pound,  the 
standard  rate  at  which  Income  Tax  is  deducted  at  the 
source . 

6368.  (2)  The  governing  enactment  is  section  26  of 
the  Income  Tax  Act,  1918,  which  continues  the  pro- 
visions of  section  71  (1)  of  the  Finance  (1909-10)  Act, 
1910.  It  provides  that  no  exemption,  abatement  or 
relief  which  depends  wholly  or  partially  on  the  in- 
dividual’s total  income  shall  be  given  unless  the 
claimant  is  resident  in  the  United  Kingdom. 

6369.  (3)  The  proviso  to  the  section,  however,  allows 
the  following  persons  to  claim  relief  to  which  they 
would  be  entitled  if  resident  in  the  United 
Kingdom : — 

“ Any  person  who  is,  or  has  been,  employed  in 
“ the  service  of  the  Crown,  or  who  is  employed  in 
“ the  service  of  any  missionary  society  abroad, 
“or  in  the  service  of  any  of  the  Native  States 
“ under  the  Protectorate  of  the  British  Crown, 
“ and  any  person  resident  in  the  Isle  of  Man  or 
“ Channel  Islands,  and  any  person  resident  abroad 
“ who  satisfies  the  Commissioners  of  Inland 
“ Revenue  that  he  is  so  resident  for  the  sake  of 
“ health,  and  any  widow  who  is  in  receipt  of  a 
“ pension  chargeable  with  tax  and  granted  to  her 
“ in  consideration  of  the  employment  of  her  late 
“ husband  in  the  service  of  the  Crown.” 

6370.  (4)  In  each  of  the  above  cases  the  claimant’s 
total  income  has  to  be  calculated  to  include  any  income 
in  respect  of  which  tax  may  not  be  chargeable  (e.y., 
income  earned  abroad,  rents  from  property  abroad, 
&c.)  in  order  to  arrive  at  the  extent  of  the  relief 
Thus,  if  the  income  from  this  country  is  £100,  and  the 
income  from  abroad  on  which  tax  is  not  chargeable  is 
£550,  the  abatement  allowable  against  the  £100  would 
be  £70,  being  the  abatement  applicable  to  the  total 
income  of  £650. 

6371.  (5)  The  principal  reliefs  which  depend  wholly 
or  partially  on  the  individual’s  total  income  and  from 
which  most  non-residents  are  now  excluded  are : — 

(а)  exemption — where  the  total  income  does  not 

exceed  £130; 

(б)  the  abatement  of  £120,  £100,  or  £70  allowed 

where  the  total  income  does  not  exceed 
£400,  £600,  or  £700  respectively ; 

(c)  allowance  (subject  to  certain  restrictions)  for 

Life  Insurance  premiums ; 

(d)  allowance  in  respect  of  wife,  children, 

adopted  children,  or  dependent  relatives, 
and  the  allowance  to  a widower,  where  the 
total  income  does  not  exceed  £800 ; and 
allowance  in  respect  of  children  or  adopted 
children  above  the  number  of  two  where  the 
total  income,  though  exceeding  £800,  does 
not  exceed  £1,000 ; 

(e)  reduction  of  the  standard  rate  of  tax  on 

“ earned  incorpe  ” where  the  total  income 
from  all  sources  does  not  exceed  £2,500 ; 

(/)  reduction  of  the  standard  rate  of  tax  on 
“ unearned  income  ” where  the  total 
income  from  all  sources  does  not  exceed 
£2,000. 

6372.  (6)  The  principal  reliefs  to  which  all  non- 
residents are  entitled  are:  — 

(a)  total  relief  from  Income  Tax  on  the  interest 
or  dividends  of  foreign  or  colonial 
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securities,  &c.,  payable  or  realized  through 
an  agent  in  the  United  Kingdom ; 

(b)  relief  in  respect  of  Dominion  Income  Tax 

granted  under  section  55  of  the  Income 
Tax  Act,  1918 ; 

( c ) total  relief  from  Income  Tax  on  interest, 

etc. , from  British  Government  securities 
issued  subject  to  a condition  of  exemption 
from  Income  Tax  where  the  securities  are 
in  the  beneficial  ownership  of  a person 
not  ordinarily  resident  in  the  United 
Kingdom. 

6373.  (7)  The  history  of  the  matter  is  as  follows. 
For  a long  period  any  person  resident  abroad  was 
allowed  to  make  a claim  for  exemption,  abatement 
or  Life  Insurance  allowance,  and  the  title  to  relief 
was  determined  solely  by  reference  to  the  income 
derived  from  the  United  Kingdom.  Thus,  a foreign 
millionaire  who  derived  an  income  of  £160  and  no 
more  from  the  United  Kingdom  could  claim  exemp- 
tion in  respect  of  the  tax  on  that  £160  (the  then 
limit  of  exemption),  and  similarly  as  regards  abate- 
ment. 

6374.  (8)  The  matter  was  brought  to  the  atten- 
tion of  the  Departmental  Committee  on  Income  Tax 
of  1905,  which  recommended  that  the  grant  of 
exemption  or  abatement  to  persons  resident  outside 
the  United  Kingdom  should  be  abolished.  (Report, 
par.  129.) 

6375.  (9)  The  reasons  for  their  recommendation 
appear  to  have  been : — 

(a)  the  indefensibility  on  grounds  of  justice  and 

common  sense  of  allowing  relief  solely  by 
reference  to  the  amount  of  the  income 
from  the  United  Kingdom ; 

(b)  the  impossibility  of  verifying  the  accuracy 

of  claims  from  abroad,  and  of  punishing 
persons  making  fraudulent  claims ; 

(r.)  that  one  of  the  main  grounds  for  granting 
relief  to  persons  of  limited  income— 
namely,  that  they  contribute  to  the  public 
revenue  in  indirect  taxation  in  fair  pro- 
portion to  their  taxable  capacity — does 
not  apply  to  residents  abroad. 

6376.  (10)  The  Committee  stated  that  if  an  excep- 
tion were  made  in  the  case  of  British  subjects 
residing  abroad,  relief  should  be  granted  only  on 
a certificate  from  a British  Consular  Officer  (or  in 
a British  Colony,  from  the  Colonial  fiscal  authorities) 
that  the  claimant  had  produced  proper  evidence 
showing  that  his  income  from  all  sources  was  within 
the  prescribed  limits. 

6377.  (11)  Extracts  from  the  report  of  the  Com- 
mittee are  printed  in  the  Appendix  to  this  evidence. 

6378.  (12)  The  recommendation  of  the  Depart- 
mental Committee  of  1905  was  in  general  accepted 
by  the  Legislature  and  effect  was  given  to  it  by 
section  71  (1)  of  the  Finance  (1909-10)  Act,  1910. 
This  section  is  in  the  same  terms  as  section  26  of 
the  Income  Tax  Act,  1918,  above  referred  to,  except 
that  the  case  of  the  widow  in  receipt  of  a pension 
was  not  included  in  the  1909-10  Act.  That  provision 
was  added  in  1911. 

6379.  (13)  The  highest  rate  of  tax  charged  for  the 
year  1909-10  was  Is.  2d.  in  the  £,  and  the  effect, 
therefore,  of  withholding  relief  in  the  case  of  non- 
residents was  to  impose  a flat  rate  of  Is.  2d.  in  the  £ 
on  all  income  derived  from  the  United  Kingdom  by 
non-residents.  At  the  same  time  non-residents  whose 
total  income  from  the  United  Kingdom  exceeded 
£5,000  became  technically  liable  to  the  Super-tax  of 
Gd  in  the  £ on  the  amount  by  which  the  total  income 
exceeded  £3,000. 

6380.  (14)  In  connection  with  this  matter  various 
courses  are  open.  On  the  one  hand,  the  existing  law 
could  be  maintained.  On  the  other  hand,  the  recom- 
mendation of  the  Departmental  Committee  of  1905 
might  be  reversed  and  the  incidence  of  tax  upon 
foreign  residents  be  made  to  revert  to  the  position  it 
occupied  prior  to  the  Finance  (1909-10)  Act,  1910. 


6381.  (15)  As  regards  any  total  reversal  of  the 
recommendation  of  the  Departmental  Committee  the 
following  observations  may  be  made : — 

(a)  The  impossibility  of  verifying  the  accuracy 

of  claims  from  abroad  and  of  punishing 
persons  making  fraudulent  claims  is  now  of 
greater  importance  on  account  of  the  large 
increase  in  the  rate  of  tax.  The  tempta- 
tion to  evade  is  greatly  increased  while  the 
impotence  of  the  taxing  authorities  to 
check  evasion  remains  unaltered. 

( b ) Persons  resident  abroad  desiring  to  invest 

in  this  country  can  do  so  without  incur- 
ring liability  to  British  Income  Tax  by 
investing  in  5 per  cent.  War  Loan  or  in 
Funding  Loan  or  Victory  Bonds. 

(c)  The  case  of  persons  resident  abroad  who  hold 

shares  in  companies  which  are  controlled 
in  this  country  but  carry  on  operations 
wholly  or  mainly  abroad  would  no  doubt 
depend  in  large  measure  on  any  decision 
arrived  at  by  the  Royal  Commission  as  to 
the  treatment  of  such  companies— a ques- 
tion upon  which  the  Board  propose  to  offer 
separate  evidence. 

6382.  (16)  Unless  it  were  decided  to  reverse  the 
recommendation  of  the  Departmental  Committee  in 
1905  the  question  still  remains  whether  a flat  rate 
charge  of  6s.  in  the  £ upon  British  subjects  resident 
abroad  may  not  involve  hardship  in  particular  classes 
of  cases  not  covered  by  existing  statutory  reliefs. 

6383.  (17)  There  are  naturally  cases  of  British 
subjects  residing  abroad  for  good  and  sufficient 
reasons  who  derive  income  from  this  country  and 
are  unable  to  change  the  source  of  their  income ; for 
example,  persons  receiving  a pension  or  annuity 
from  this  country  and  residing  abroad  on  account  of 
the  presence  of  their  relatives  there,  or  again, 
retired  missionaries  who  have  settled  in  the 
country  where  their  work  has  been  carried  on.  It 
is  particularly  in  cases  of  this  character  that  the 
existing  law  is  the  subject  of  complaint.  It  would 
be  a matter  of  great  difficulty  to  frame  legislation 
which  covered  all  cases  of  this  kind  and  did  not 
extend  to  all  British  subjects  resident  abroad. 

6384.  (18)  The  treatment  of  this  question  as  it 
affects  British  subjects  dwelling  within  the  limits  of 
the  Empire  may  no  doubt  be  affected  by  any  decision 
which  may  be  arrived  at  on  the  question  of  Double 
Income  Tax  within  the  Empire.  Subject  to  this, 
it  is  for  the  Royal  Commission  to  consider  whether 
such  British  subjects  should  not  be  included  in  the 
scope  of  the  existing  statutory  reliefs. 

6385.  (19)  It  would  appear  natural  that  this  relief, 
if  given  to  British  subjects  dwelling  within  the 
Empire,  might  also  be  accorded  to  British  subjects 
dwelling  elsewhere. 

6386.  (20)  It  remains  true  that  evasion  would  be 
exceedingly  difficult  to  check.  It  may,  however,  be 
anticipated  that  evasion  would  not  be  practised  by 
British  subjects  resident  abroad  to  a serious  extent — 
indeed,  the  total  area  of  income  over  which  loss  from 
evasion  could  arise  is,  of  course,  comparatively 
small. 

6387.  APPENDIX. 

Extract  from  the  Report  of  the  Departmental 
Committee  on  Income  Tax.  [Cd.  2575.] 

(127)  Our  attention  has  been  particularly  directed  to 
the  case  of  persons  resident  abroad  in  regard  to 
claims  of  exemption  and  abatement.  Their  position 
is  peculiar  in  several  respects. 

(128)  First,  while  persons  resident  in  the  United 
Kingdom  obtain  relief  only  if  their  total  income  from 
all  sources  is  within  the  prescribed  limits,  in  the  case 
of  persons  resident  abroad  only  the  income  derived 
from  the  United  Kingdom  is  taken  into  account. 
Thus  a foreign  millionaire  who  derives  an  income  of 
£160,  and  no  more,  from  investments  in  the  United 
Kingdom  is  granted  exemption  on  that  £160,  and 
similarly  as  regards  abatements.  This  view  of  the 
law  was  imposed  upon  the  Inland  Revenue  Depart- 
ment by  an  opinion  of  the  Law  Officers  in  1866.  No 
doubt  it  is  legally  correct,  though  it  appears  to  us, 
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on  grounds  of  justice  and  common  sense,  indefensible. 
But  the  matter  has  only  recently  become  of  practical 
importance,  as  the  following  figures  show:  — 

Number  of  claims 
from  abroad. 

1877  200 

1887  1,000 

1897  8,300 

1901  13,700 

1903  20,000 

(129)  These  figures  make  it  important  to  emphasize 
another  peculiarity  of  claims  from  abroad,  viz.,  that 
it  is  impossible  to  verify  their  accuracy.  In  effect, 
the  Board  of  Inland  Revenue  are  obliged  to  accept 
declarations  made  by  unknown  persons  before 
unknown  authorities.  Under  such  circumstances  the 
manufacture  of  fraudulent  declarations  is  easy;  and 
we  understand  that  beyond  any  doubt  it  has  taken 
place  to  some  extent.  It  is,  however,  difficult  to 
obtain  legal  proof ; and  even  were  proof  forthcoming, 

[This  concludes  the 

6388.  Chairman : I do  not  think  there  will  be  anj 
lengthy  examination  this  morning.  We  are  making 
some  difference  in  our  procedure.  We  have  taken 
the  papers  that  you  have  prepared,  and  read  them 
thoroughly ; and  if  there  are  any  questions  arising 
upon  them  the  Commissioners  will  ask  you.  It  will 
probably  mean  that  this  morning  you  will  have  a 
much  easier  time  than  you  had  on  the  last  occasion. 
— Thank  you,  my  Lord. 

6389.  Mr.  Kerly : I will  take  first,  please,  your 
paper  on  the  Double  Income  Tax.  You  have  in  this 
paper  carefully  criticized  various  suggestions  for 
dealing  with  the  problem  of  the  Double  Income  Tax? 

6390.  And  it  is  so  clear  that  I do  not  propose  to 
ask  you  anything  about  the  general  matter  of  it. 
The  result  is  that  you  find  difficulties  in  the  way  of 
every  suggestion? — Yes,  that  is  so. 

6391.  The  only  conclusion  you  state  is  that  a 
strict  logical  solution  of  the  problem  is  unobtainable? 

— Yes. 

6392.  We  shall  have  to  be  content  with  some  rough 
and  ready  rule.  You  appreciate,  I think,  that  the 
matter  must  be  dealt  with,  to  a certain  extent,  at 
any  rate,  on  broad  grounds  of  policy? — Oh,  certainly. 

6393.  You  appreciate  that  it  is  very  undesirable 
to  drive  residents  away  from  this  country,  especially 
if  they  are  people  of  means? — Yes,  I think  we  fully 
appreciate  that  also. 

6394.  And  also,  to  take  the  matter  you  refer  to  in 
paragraph  70,  the  doctrine  of  company  control,  there 
would  be  a very  material  loss  to  this  country  if  the 
seat  of  management  of  the  large  international  com- 
panies we  are  familiar  with  were  removed  from  this 
country? — I think  that  view  would  be  generally 
accepted. 

6395.  And  that  at  any  rate  there  is  a possibility 
that  we  might  lose  a great  deal  more  than  we  should 
gain  by  insisting  on  the  present  taxation? — That  is 
quite  possible. 

6396.  Those,  I suggest,  are  possibly  dominant  fac- 
tors in  the  situation? — I should  not  dissent  from  that. 

6397.  You  have  dealt  critically  and  effectively  with 
various  suggestions  that  have  been  made.  Is  the 
Inland  Revenue  Department  prepared  to  put  forward 
— not  as  its  own  suggestion  - any  further  compromised 
suggestion  such  as  you  have  indicated — some  prac- 
tical working  solution  of  the  difficulty? — We  have 
had  what  I hope  will  be  some  practical  schemes  under 
consideration  for  some  time,  and  we  do  hope  that  it 
will  be  possible  to  put  forward  at  the  appropriate 
time  a constructive  proposal  on  those  lines. 

6398.  Is  the  proposal  ready? — It  is  not  quite  ready. 

6399.  May  I suggest  that  when  it  is  ready  it  be 
circulated — not  necessarily  given  in  evidence-^so  that 
we  may  consider  the  other  proposals  with  that  in  our 
minds? — Do  I understand  that  you  would  like  it 
circulated  in  advance  of  the  Conference  which  is  to 
take  place  in  the  autumn? 

6400.  All  that  T am  asking  you  is  if  that  will  be 
practicable? — Our  view  was  rather  that  we  should 
have  preferred  to  hear  what  views  were  coming  from 
the  Dominion  representatives  before  we  quite  finally 


there  is  hardly  ever  any  effective  means  of  punishing 
the  culprit. 

(T29)  (sic)  Further,  one  of  the  main  motives  of 
equity  in  granting  relief  to  persons  in  reoeipt  of  small 
incomes  is  that  such  persons  contribute  to  the  public 
revenue  by  means  of  indirect  taxation  in  fair  propor- 
tion to  their  taxable  capacity.  This  ground  for  relief 
does  not  apply  to  residents  abroad.  We  therefore 
recommend  that  the  grant  of  exemption  or  abatement 
by  reason  of  smallness  of  income  should  be  abolished  in 
the  case  of  persons  resident  outside  the  United 
Kingdom.  We  believe  that  very  few  (if  any)  of  the 
Foreigners  who  invest  in  British  securities  have  total 
incomes  within  the  prescribed  limits.  If  it  be  thought 
well  to  make  an  exception  for  British  subjects  residing 
abroad,  relief  should  be  granted  only  on  a certificate 
from  a British  Consular  Officer  (or,  in  a British 
colony,  from  the  oolonial  fiscal  authorities)  that  the 
claimant  has  produced  proper  evidence  showing  that 
his  income  from  all  sources  is  within  the  limits. 

evidence-in-chief.'] 

made  up  oi  r own  minds  as  to  the  proposal  we  should 
like  to  put  forward.  We  could  put  forward  a pro- 
posal, but  I think  the  general  feeling  of  those  who 
have  considered  this  subject  at  the  Board  of  Inland 
Revenue  is  that  it  would  be  better  to  wait  until  we 
heard  what  the  Dominion  representatives  would  have 
to  say,  if  that  would  be  convenient. 

6401.  The  effect  of  that  is  that  we  do  not  have 
your  proposal,  which  holds  the  field  as  an  hypothesis, 
before  us  in  considering  the  others;  I put  that  to 
you  for  your  consideration? — Thank  you. 

6402.  Now  as  regards  the  present  compromise  of 
3s.  6d.,  has  that  given  satisfaction  so  far  as  the 
Department  is  able  to  judge? — The  chief  complaint 
made  with  regard  to  it  is,  I think,  first  of  all  that 
:fc  does  not  give  complete  relief  from  double  taxa- 
tion, and  secondly  that  it  does  not  relieve  the  small 
man  sufficiently. 

6403.  You  have  given  us  examples  of  that? — Yes. 

6404.  I have  nothing  to  ask  you  further  about  your 
first  paper.  Will  you  now  turn  to  the  second,  resi- 
dents abroad?  The  present  position  is  that  a resident 
abroad  cannot  get  relief? — With  certain  exceptions. 

6405.  Normally  he  cannot? — Normally  he  cannot. 

6406.  That  is  justified  on  the  ground  stated  in 
paragraph  9?— Yes,  that  is  so. 

6407.  The  real  ground  of  refusing  relief  is  the 
second  one,  is  it  not — the  impossibility  of  verifying 
the  accuracy  of  claims  from  abroad? — That  I cer- 
tainly think  was  a very  important  consideration. 

6408.  Is  there  any  greater  difficulty  in  verifying 
the  accuracy  of  claims  from  British  residents  abroad 
than  from  British  residents  at  home?— There  is  this 
great  difference,  that  the  British  resident  in  this 
country  can  be  confronted  with  the  expert  tax  offi- 
cial, and  the  British  resident  abroad  cannot. 

6409.  Is  it  ever  done?— In  this  country? 

6410.  Yes?— Oh,  certainly.  The  taxpayer  who 
wishes  to  claim  exemption  or  abatement  has  to 
satisfy  the  Surveyor  of  Taxes  in  this  country. 

6411.  That  is  to  say,  he  sends  in  a statement,  and 
there  is  a correspondence  ?— Or  a personal  interview 
in  very  many  cases. 

6412.  But  generally  it  is  done  by  correspondence? 

I am  not  quite  sure  that  it  would  be  right  to  say 

^ SeneraUy  dealt  with  by  correspondence. 

I he  cases  in  which  it  is  dealt  with  by  personal  inter- 
view are  very  numerous  indeed;  I could  not  put  it 
into  a percentage. 

6413.  There  remains  a very  large  number  of  cases 
which  are  done  purely  by  correspondence? — Yes,  that 
is  so. 

6414.  Then  in  paragraph  15  you  speak  of  punish- 
ing persons  for  making  fraudulent  claims?— Yes. 

6415.  Is  it  ever  done?— In  this  countrv? 

6416.  Yes? — Certainly. 

6417.  Very  rarely,  if  at  all  ?— Rarely,  I admit,  but 
there  are  cases  in  the  courts  from  time  to  time  in 
which  persons  making  fraudulent  claims  have  been 
sued  for  penalties. 

6418.  But  substantially  you  go  on  the  footing  that 
people  are  honest,  if  mistaken  ?— Yes,  generally  I 
think  so,  certainly.  I would  not  be  for  a moment 
taken  to  allege  anything  like  widespread  fraud. 
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641*9.  You  investigate  for  the  purpose  of  seeing 
that  the  claimant  thoroughly  understands  the  state- 
ment he  is  making,  and  has  taken  all  proper  ma- 
terials under  his  view? — That  is  so,  yes. 

6420.  And  then  when  you  have  done  that  you  take 
his  statement? — Normally  we  should  take  his  state- 
ment, yes. 

6421.  Have  you  any  substantial  ground  for  believ- 
ing that  there  would  be  more  fraud  if  you  allowed 
the  relatively  few  foreign  residents  to  get  this  re- 
lief?— I think  a foreign  resident  who  is  not  a British 
subject  cares  very  little  for  British  Income  Tax,  and 
his  conscience  is  perhaps  somewhat  easy  as  regards 
the  accuracy  of  his  return. 

6422.  I am  speaking  of  foreign  residents  who  are 
British  subjects? — No;  I should  not  anticipate  any 
considerable  amount  of  fraud  if  the  exemption  ap- 
plied to  them. 

6423.  What  suggestion  would  you  make  with  regard 

to  the  level  of  abatement  in  the  case  of  a British 
resident  abroad?  Would  you  suggest  that  the  limit, 
if  any,  of  the  place  where  he  is  living,  say,  a British 
Colony,  should  be  taken,  or  our  own  limit  for  exemp- 
tion?  I would  suggest  our  own  limit  for  exemption. 

6424.  It  would  be  very  difficult  to  work  anything 
else? — It  would  be  very  difficult  indeed. 

6425.  Mr.  Walker  Clark : In  the  case  of  cor- 
respondence to  which  Mr.  Kerly  has  just  alluded,  is 
it  not  a fact  that  in  the  great  majority  of  cases  the 
correspondence  is  not  with  the  individual  taxpayer, 
but  with  some  expert? — Certainly  not  in  the  majority 
of  cases.  It  is  quite  a minority  of  cases  in  which  the 
tax  official  is  in  communication  with  the  expert. 
'Phere  is  a large  number  in  the  aggregate,  but  cer- 
tainly quite  a minority. 

6426.  The  cases  that  are  settled  by  correspondence 
are  rather  between  the  individual  taxpayer  and  the 
Surveyor  than  between  the  expert  and  the  Surveyor? 
—All  that  I meant  to  say  was  that  the  majority  of 
cases  which  are  dealt  with  by  correspondence  are 
cases  between  the  tax  official  and  the  individual  tax- 
payer. 

6427.  And  not  an  expert  on  behalf  of  the  individual 
taxpayer? — Not  in  so  large  a number  of  cases,  no. 

6428.  My  experience  is  rather  different  locally.  Is 
not  another  difficulty  in  dealing  with  foreign  income 
the  difficulty  of  verification  of  specific  items  in  that 
income? — It  is  very  difficult,  of  course,  as  regards 
foreign  income. 

6429.  Is  not  that  the  greatest  difficulty  of  all, 
really? — Yes,  I suppose  it  would  be.  We  have  no 
check  at  all  upon  the  amount  of  the  income. 

6430.  You  have  neither  check  nor  data?— That  is 
so;  and  we  have  no  satisfactory  means  of  investiga- 
tion. 

6431.  You  have  neither  data  nor  means  of  investi- 
gation; is  not  that  the  position? — That  is  generally 
true,  yes. 

6432.  Mr.  Mackinder : Would  you  assent  to  this, 
that  the  great  practical  difficulty  of  adjusting  this 
matter  is  an  argument  for  the  simplest  possible  system 
of  reliefs  in  regard  to  Income  Tax? — You  are  speak- 
ing, I take  it,  of  Double  Income  Tax? 

6433.  Yes. — I certainly  think  that  we  are,  as  a 
Department,  great  advocates  of  simplicity,  if  it  can 
be  attained. 

6434.  I mean  this,  that  granting  the  desirability 
from  a national  and  imperial  point  of  view  of  not 
driving  capital  away,  a strong  argument  for  sim- 
plicity in  your  system  of  reliefs  is  to  be  derived  from 
the  difficulty  of’ adjusting  the  double  tax?— Subiect 
always  to  this,  that  simplicity  has  to  be  considered  in 
connection  with  objections. 

6435.  Yes? Simplicity  in  itself  is  most  desirable,  of 

course,  if  it  can  be  attained. 

6436.  Mr.  Birley : In  the  case  of  the  foreigner  resi- 
dent abroad  and  receiving  income  from  this  country, 
he  is  now  taxed  to  the  full  extent  of  the  Income  Tax, 
6s.  in  the  £'? — That  is  so,  yes. 

6437.  But  you  have  no  means  of  making  him  pay 
Super-tax  in  many  cases  where  his  income  is  sufficient 
to  make  him  liable  to  it? — That  is  perfectly  true,  and 
we  hope  to  be  allowed  at  a later  date  to  offer  to  the 
Royal  Commission  some  evidence  on  that  very  subject. 

6433.  Then  I will  not  ask  you  anything  further  on 
that  point. 


6439.  Mr.  Synnott : You  are  aware  that  there  is  a 
treaty  between  the  French  and  English  Governments 
by  which  in  the  case  of  a person  having  assets  in  both 
countries,  before  they  can  get  out  the  Probate  in 
either  country  the  schedule  of  assets  in  each  country 
has  to  be  handed  to  the  other  country? — I am  aware 
that  there  is  a treaty,  but  I am  not  aware  of  its  exact 
terms. 

6440.  I have  read  the  treaty.  Of  course,  everybody 
must  die  in  the  course  of  time.  I want  to  ask  you 
this  as  regards  evasion;  ultimately  you  must,  under 
that  treaty  and  apart  from  your  own  investigations, 
know  exactly  what  the  man’s  property  is  who  is  resi- 
dent abroad? — No  doubt  that  would  follow  from  what 
you  say ; I will  take  it  from  you. 

6441.  Do  you  not  think  you  will  be  able  to  remedy 
these  possible  evasions,  if  any,  under  that? — I should 
hesitate  very  much  to  say  that. 

6442.  It  would  help  you? — It  would  go  some  dis- 
tance, perhaps. 

6443.  Would  it  not  help  you  also  on  the  question  of 
the  Super-tax? — The  Super-tax  difficulty  is  rather  a 
different  one. 

6444.  I want  to  shorten  the  proceedings,  so  I will 
not  go  into  that,  but  I want  to  put  this  point  to  you : 
the  object  of  any  relief  in  this  matter  is  that  the  man 
with  a small  income  resident  abroad  should  not  be 
taxed  higher  than  he  would  be  if  he  were  living  in 
this  country;  it  is  a question  of  fairness? — Yes. 

6445.  Are  you  aware  that  now  a person  resident, 
not  merely  domiciled,  in  France  has  to  pay  an  Estate 
Duty  in  France  and  also  in  England?  Are  you  aware 
that  he  is  liable  to  two  Estate  Duties  ? — I am  not  very 
familiar  with  Estate  Duty  law. 

6446.  Perhaps  you  will  look  it  up,  because  I have 
seen  French  counsel’s  opinion.  If  that  is  true,  would 
not  you  consider  this  question  also : if  a resident 
abroad,  who  for  family  reasons  or  economic  or  other 
reasons  has  to  be  resident  there,  is  liable  to  two 
Estate  Duties,  would  not  that  be  an  additional  reason 
for  giving  him  this  relief? — It  might  be  a considera- 
tion to  be  taken  into  account. 

6447.  Perhaps  you  will  look  into  the  matter  from 
that  point  of  view  and  investigate  it? — Yes. 

6448.  Mr.  McLintock : On  the  question  of  a com- 
pany carying  on  business,  say,  in  Australia,  and  con- 
trolled in  London,  and  the  shareholders  all  in  this 
country,  have  you  considered  the  net  effect  to  the 
Revenue  of  only  taxing  them  on  the  profits  earned 
in  Australia  once,  and  not  taxing  them  on  the  profits 
in  this  country  again? — We  have,  of  course,  been 
considering  that  mainly  in  connection  with  the  doc- 
trine of  control,  on  which  we  hope  to  give  evidence 
at  an  early  date.  Taxation  by  reference  to  the 
control  of  a company  being  in  this  country  is  con- 
nected with  Double  Income  Tax,  but  it  is  to  a large 
extent  a separate  problem. 

6449.  The  point  I want  to  put  to  you  is  this,  that 
if  you  relieve  them  in  this  country  and  the  share- 
holders are  all  in  this  country,  you  will  get  back 
some  of  that  tax?- — Yes. 

6450.  By  the  shareholders  getting  a larger  dividend? 

-The  shareholders  who  are  resident  dn  this  country 

would  of  course  be  liable  to  Income  Tax,  whether  we 
taxed  the  whole  of  the  profits  of  the  company  as  a 
company  or  whether  we  taxed  the  dividends,  in  the 
hands  of  the  shareholders  as  residents  in  this 
country. 

6451.  I agree;  and  therefore  if  the  company  only 
paid  one  Income  Tax,  say  in  Australia,  there  would 
be  a bigger  fund  of  profits  out  of  which  to  pay  the 
dividend  to  the  shareholders  in  this  country?— That, 
as  far  as  it  goes,  must  be  true. 

6452.  You  get  back  by  that  means  part  of  your  loss 
through  giving  the  company  relief  from  taxation  of 
its  profits  in  this  oountrv? — Yes.  but  of  course  it 
would  be  only  a very  small  fraction.  For  every  20s. 
that  we  gave  up  the  maximum  amount  that  we  should 
get  back  would  be  6s. 

6453.  Still,  there  is  something  to  come  back,  even 

in  that  case;  it  is  not  all  loss? — Some  fraction,  I 
agree.  , , 

' 6454.  Sir  T.  Whittaker : I want  to  ask  you  whether 
this  is  not  a matter  that  cuts  both  ways,  so  to  speak 
Take  the  case  first  of  all  of  a company  in  this  country 
having  businesses  in  several  parts  of  the  world,  not 
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only  in  the  Empire  but  in  other  foreign  countries, 
making  large  profits,  a large  amount  of  the  profit  not 
being  brought  to  this  country,  but  being  reinvested 
there  in  extending  their  business ; at  the  present  time 
I think  I am  correct  in  saying  that  they  will  be 
charged  tax  here  on  the  whole  of  those  profits?— That 
is  so,  yes. 

6455.  That  is  obviously  a very  strong  inducement 
to  that  company  to  remove  its  headquarters,  say,  to 
Holland? — No  doubt  that  does  operate. 

6456.  And  thereby  avoid  the  tax  entirely,  except 
on  the  profits  made  in  this  country? — Yes,  and  of 
course  the  profits  accruing  to  resident  shareholders 
in  this  country. 

6457.  Yes;  that  is  one  side.  It  is  apt  to  drive  the 
control  of  concerns,  and  perhaps  the  residence  of 

proprietors  where  they  are  few,  to  other  countries? 

Yes.  May  I just  say  I do  not  want  not  to  answer 
these  questions,  but  may  I suggest  they  are  rather 
on  this  subject  of  control,  on  which  we  are  giving 
separate  evidence? 

6458.  Still,  it  does  bear  on  the  double  tax? — Yes, 
it  has  a bearing  on  the  double  tax,  of  course. 

6459.  The  other  side  which  I am  going  to  suggest, 
which  is  a different  one,  is  this : if  you  abolish  the 
tax  on  income  not  brought  to  this  country,  and  there- 
by retain  those  companies  here,  you  would  facilitate, 
would  you  not,  the  old  trouble  of  investment  corpora- 
tions, insurance  companies  arid  wealthy  persons  who 
did  not  require  all  their  income,  investing  abroad 
and  keeping  their  income  abroad  and  reinvesting 
it  there? — Undoubtedly,  if  you  abolish  the  taxation 
of  income  which  is  not  remitted  to  this  country  it 
would  have  those  effects. 

6460.  And  if  you  do  not  abolish  that,  you  will  run 
the  chance  of  driving  from  this  country  a good  many 
of  those  concerns  of  which  I have  been  speaking? — 
If  I might  suggest  it,  there  seem  to  me  to  be  two 
separate  questions  there.  One  is  the  taxation  cf 
income  which  is  not  remitted  to  this  country, 
whether  it  accrues  to  a company  or  a person  or  a 
company  controlled  here  or  whoever  it  accrues  to, 
and  the  other  is  the  taxation  of  income  arising 
abroad,  which  accrues  to  a person  or  a company 
controlled  in  this  country. 

6461.  Practically  the  policy  is  the  same,  and  what 
I am  suggesting  is  that  it  is  a very  difficult  problem, 
because  it  cuts  both  ways? — Undoubtedly  it  bristles 
with  difficulties. 

6462.  And  when  we  speak  of  driving  capital  from 
the  country,  while  on  the  other  hand  it  may  do  so, 
if  you  give  a pretty  extensive  remedy  it  would 
facilitate  other  money  in  going  out  which  would  not 
otherwise  have  gone? — No  doubt  it  might  have  those 
effects  also. 

6463.  Sir  J.  Harmood-Banner : I see  this  evidence 
of  yours  is  **  on  the  subject  of  Double  Income  Tax 
within  the  British  Empire.”  Might  I ask  you  if 
you  are  going  to  prepare  and  submit  to  us  any 
similar  evidence  on  the  effect  of  Double  Income  Tax 
on  international  business?— If  the  Commission  desire 
to  have  from  us  evidence  on  that  point  we  should 
undoubtedly  be  prepared  to  give  it. 

6464.  I venture  to  suggest  it  would  be  desirable. 
We  are  going  to  have  evidence  to-morrow  from  a 
gentleman  on  the  effect  of  Income  Tax  on  inter- 
national _ business,  and  I think  it  would  be  very 
valuable  if  we  had  the  views  of  Somerset  House  upon 
it.  We  are  going  to  have  from  Sir  Archibald 
Williamson  some  evidence  on  the  Double  Income  Tax 
in  America  and  in  this  country,  and  we  should  like 
to  know  what  your  views  are  on  the  subject  ?— I will 
make  a note  of  that. 

6465.  The  only  other  question  is  as  regards  Regu- 
lations. You  are  aware  of  the  Regulations  that  the 
United  States  have  as  regards  making  residents 
abroad  give  information,  are  you  not?  They  fltst 
ask  them  whether  they  have  any  branch  office  in  the 
country,  or  domiciled  agent,  to  prepare  and  verify 
returns  and  make  a true  and  accurate  account,  and 
then  if  they  have  not  an  agent  resident,  thov  ask 
them  to  notify  to  their  tax  office  the  name  and 
address  of  the  agent  or  the  name  and  address  of  the 
home  office  to  make  the  return  ? — I have  seen  those 


Regulations;  I am  not  very  familiar  with  the  details 
of  them. 


“o  "on  ii  you  vvuuiu  loots,  at  me 

u ay  the  Americans  carry  it  out,  with  a view  of  seeing 
if  that  would  in  any  way  meet  our  requirements  as 
regards  the  collection  of  tax  ? — Certainly. 

6467.  Air.  Pretyman:  In  paragraph  65  of  your 
paper  on  Double  Income  Tax  within  the  Empire  you 
remark  that  the  Income  Tax  in  the  United  Kingdom 
‘ is  a iaculty  tax,  that  is,  the  taxpayer’s  liability 
is  measured  by  his  ability  to  pay,”  and  then  at  the 
end  of  the  paragraph  you  say:  “ The  ability  to  pay 
is  frequently  greater  in  the  case  of  a person  who 
can  afford  to  keep  a portion  of  his  income  un- 
remitted than  in  the  case  of  one  who  is  unable  to 
do  so.”  That  really  has  a bearing  upon  graduation? 
— Yes. 


6468.  That  paragraph  means  that  one  of  the  diffi- 
culties is  not  only  whether  a particular  item  of 
income  is  taxed  or  not,  but  at  what  rate  it  shall 
lie  taxed  ? — That  is  precisely  the  point  I had  in  mind. 

6469.  1 do  not  see  that  in  any  of  these  proposals 
any  suggestion  has  been  made  as  to  dealing  separately 
with  actually  taxing  and  with  graduation ; has  that 
been  considered?  For  instance,  it  might  not  be 

possible  to  demand  a return  from  an  individual I 

am  not  dealing  now  with  the  company  question  if  you 
are  going  to  deal  with  that  later  and  separately, 
and  of  course  that  particular  paragraph  65  does  not 
apply  to  companies? — Not  specially. 

6470.  Although  returns  oould  be  obtained  by  indi- 
i iduals  and  tax  paid  on  dividends  that  they  received 
from  companies? — Yes. 

6471.  They  could  get  that  individually  ?— Yes. 

6472.  I am  dealing  with  this  purely  individually. 
Has  it  ever  been  suggested  to  you  whether  it  would 
be  possible  to  demand  a return  of  all  income  derived 
from  all  sources,  whether  in  this  country  or  in  the 
Empire  or  anywhere  else,  whether  taxed  at  the  source 
or  brought  here,  so  far  as  rate  is  concerned  ?— Rate  ? 

6473.  So  far  as  graduation  is  concerned— so  far 
as  the  rate  of  tax  is  concerned.  What  I mean  is  to 
have  a complete  return,  but  then  actually  to  charge 
the  tax  upon  a different  basis,  that  is  to  say  possibly 
only  on  money  brought  to  this  country;  you  see  my 
meaning? — I thiqk  I follow.  You  mean  determine 
the  rate  by  reference  to  the  total  income,  but  not 
necessarily  apply  that  rate  to  the  total  income? 

6474.  That  is  the  point.  Has  that  ever  been  con- 
sidered?— Well,  I do  not  know  that  we  have 
considered  it  to  a very  considerable  extent,  but  we 
have  certainly  had  it  in  mind  from  time  to  time; 
but  it  does  seem  to  us  that  the  taxpayer  should  pay 
the  tax  on  his  total  income.  The  resident  in  this 
country  should,  subject  to  any  relief  from  Double 
Income  Tax  which  it  may  be  thought  proper  to  give 
to  him,  pay  the  tax  on  his  total  income,  because  if  he 
were  oharged  on  any  other  basis  he  might  leave  large 
sums  of  income  abroad  simply  and  purely  in  order  to 
avoid  British  Income  Tax. 


6475.  Paragraph  65  does  not  mean  much  in  that 
case?— I do  not  follow  why  you  draw  that  inference. 

6476.  You  say  here  in  paragraph  65  that  the  diffi- 
culty in  the  remission  of  tax  is  that  it  is  a faculty 
tax,  that  is  to  say  you  cannot  get  the  proper  gradua- 

’°n  “ >’?11  tflis  remission ; T therefore  ask  you 

u h other  it  has  ever  been  suggested  that  you  should 
get  this  graduation  which  in  paragraph  65  you 
suggest  is  necessary  without  taxing  the  whole  income? 
_(>f  course,  we  do  get  the  graduation  at  present. 
.\ on-remitted  income  is  taxable  at  present  with 
certain  exceptions  as  well  as  remitted  income,  and 
wo  do  include  that  non-remitted  income  in  the  state- 
ment of  income,  and  do  tax  the  whole  of  it. 

6477.  But  it  would  not  be  necessary  to  tax  the 
whole  of  it  as  a matter  of  machinery.  This  para- 
graph 65  refers  to  machinery,  does  it  not?— No  not 
only  to  machinery.  It  refers  also  to  the  fairness  of 
th"  tax  in  circumstances  where  we  are  seeking  to 
determine  the  tax  of  a particular  individual.  If  we 

that  h!s  income  was,  say,  £5,000  or 
t (..(100.  but  we  wanted  to  tax  him  only  on  £500 
or  upon  half  the  amount,  apart  altogether  from  the 
question  of  fairness  there  would  he  considerable 
practical  difficulty  For  instance,  a person  on  bis 
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income  pays  Super-tax  on  slices  of  his  income  at 
different  rates,  and  it  would  be  extraordinarily 
difficult  to  say  whether  the  £500  that  came  from 
abroad  was  what  I may  call  the  top  slice  of  his  income 
or  the  middle  slice  or  the  first  slice;  there  would  be 
very  considerable  difficulty  in  working  that  out. 

6478.  That  is  a question  of  Super-tax;  that  is  a 
different  point? — But  the  same  consideration  would 
apply  as  regards  Income  Tax  also.  There  are 
reliefs  and  abatements,  and  it  would  be  a question  at 
any  rate  for  consideration  as  to  which  part  of  the 
income  you  took  the  abatement  from. 

6479.  Mrs.  Knowles : Does  this  Income  Tax  of 
people  living  abroad  apply  to  consuls? — All  persons 
residing  abroad  who  derive  their  income  from  British 
funds  have  to  pay  Income  Tax  on  that  income. 

6480.  Do  they  have  to  pay  it,  say,  in  Spain? 


Suppose  there  is  a consul  at  Bilbao;  will  he  have  to 
pay  Income  Tax  in  Spain  as  well  as  here;  is  he  sub- 
ject to  double  taxation? — Subject  to  any  diplomatic 
immunity  he  might  enjoy,  which  Spain  I think  does 
allow  to  the  ambassadorial  suites  and  people  of  that 
kind. 

6481.  I am  thinking  of  the  ordinary  consuls  ? — 
Subject  to  any  remission  of  taxation  which  the 
Spanish  Government  might  allow  to  him  on  that 
ground.  He  would  pay  British  Income  Tax  on 
salary  drawn  from  British  funds. 

6482.  And  possibly  have  to  pay  a second  Income 
Tax  in  the  country  where  he  is  living? — Possibly; 
but  I would  qualify  that  because  I am  not  quite 
certain  of  the  extent  of  the  immunity  which  he  might 
enjoy  in  Spain  owing  to  the  fact  that  he  is  a British 
consul. 


Mr.  Evan  Williams,  on  behalf  of  the  Mining  Association  of  Great  Britain,  called  and  examined. 


The  witness  handed  in  the  following  statement  aa 
his  evidence-in-chief:  — 

6483.  I am  the  President  of  the  Mining  Association 
of  Great  Britain  and  have  been  deputed  by  the 
Executive  Council  of  the  Association  to  give  evidence 
before  this  Commission.  I am  desired  to  put  before 
the  Commission  the  views  of  the  Association  on  the 
following  points  in  connection  with  the  assessment 
for  Income  Tax  of  collieries  and  coal  mines:  — 


(1)  Wasting  assets. 

6484.  Under  existing  Income  Tax  law  a colliery 
owner  receives  no  allowance  in  respect  of  wasting 
assets.  The  chief  items  of  expenditure  comprised  in 
these  are: — 


(1)  costs  of  securing  leases, 

(2)  laying  out  surface  work  and  preparation 

for  sinking, 

(3)  sinking  of  shafts, 

(4)  opening  out  of  workings  and  other  develop- 

ment until  coal  is  won  on  commercial  basis 
and  capital  account  closed, 

(5)  extensions  chargeable  to  capital  during 

course  of  working. 


These  are  all  outlays  which,  though  essential  to 
the  carrying-on  of  the  undertaking,  cease  to  be  of 
any  value  when  the  life  of  the  colliery  comes  to  an 
end.  It  follows,  therefore,  that  the  total  amount  of 
Buch  expenditure  must  be  written  off  during  the 
effective  life  of  the  colliery,  and  such  redemption  is 
as  much  a part  of  the  cost  of  production  as  the 
expenditure  on  pitwood  or  horse  fodder.  Inasmuch 
as  no  allowance  is  made  for  such  redemption  for 
Inoome  Tax  purposes  the  colliery  owner  in  fact  pays 
tax  on  more  than  the  true  amount  of  his  profits, 
because  the  full  cost  of  production  is  not  charged 
in  the  computation.  In  his  evidence  before  the  Coal 
Industry  Commission  Dr.  J.  C.  Stamp  estimated  Lha-t 
a fair  charge  in  respect  of  wasting  assets  for  the 
coal  mines  of  the  country  would  be  about  £2,000,000 
per  annum.  The  Government  propose  to  limit  the 
profits  of  the  coal  trade  as  a whole  to  an  amount  per 
ton  which,  on  the  Coal  Controller’s  estimate  of  out- 
put, will  yield  about  £12,500,000.  At  6s.  in  the 
pound  the  trade  will  pay  in  Income  Tax  £3,750,000, 
whereas  the  true  profits  are  only  £10,500,000,  and 
the  industry  is  being  in  reality  taxed  not  at  6s.,  but 
at  7s.  2d.  'in  the  pound;  that  is  to  say,  at  a rate 
19  per  cent,  higher  than  other  businesses. 

(6)  In  addition  to  the  above  items  there  is  the 
initial  and  subsequent  expenditure  upon 
rails  sleepers,  trams,  tubs,  and  other 
details  upon  which  no  depreciation  is 
allowed.  It  is  true  that  all  renewals  of 
these  are  allowed  as  an  ordinary  expense, 
but  there  is  no  provision  to  meet  the  wear 
and  tear  of  the  first  complete  set  laid 
down.  The  expenditure  on  these  is  clearly 
an  item  in  the  cost  of  production  over 
the  period  for  which  they  last  and  should 
be  allowed  for  Income  Tax  purposes  over 
the  period. 


(7)  Where  the  colliery  company  actually  owns 
the  minerals  which  it  works,  the  capital 
expended  in  the  purchase  of  these  should 
also  be  the  subject  of  an  annual  allow- 
ance for  amortisation  over  the  period  of 
their  life. 

The  method  of  calculating  the  allowances  which 
should  he  made  to  meet  the  above  items  would  in- 
volve taking  into  consideration  the  circumstances 
of  each  case,  particularly  the  life  of  the  colliery,  but 
once  general  principles  were  laid  down  the  settle- 
ment of  the  individual  cases  would  present  no  new 
difficulty. 

(2)  Provision  for  contingencies  at  expiration  of 
lease. 

6485.  When  a mining  lease  terminates,  either  at 
expiration  of  the  full  period  or  at  any  earlier  deter- 
mination, there  are  always  obligations  upon  the 
lessee  which  entail  in  all  cases  some,  and  in  many 
cases,  heavy,  expenditure.  For  instance,  the  work- 
ino-s  have  to  be  maintained  free  from  water  and  in  a 
state  of  repair  up  to  the  last  day ; all  the  surface  that 
has  been  occupied  by  the  colliery  works  has  af ter- 
wards  to  be  restored  to  its  former  condition,  fit  for 
agriculture,  or  paid  for  at  its  full  value;  pits  have 
to  be  filled  up,  and  the  like.  This  expenditure  has 
to  be  provided  for  during  the  working  life  of  the 
colliery  by  setting  aside  part  of  the  income  for  the 
purpose.  Such  deduction  is  a legitimate  working 
expense,  and  a fund  set  aside  for  that  purpose  should 
be  allowed  as  a deduction  for  Income  Tax  purpose. 


(3)  Insufficiency  of  amount  allowed  for  wear 
and  tear. 

6486.  The  present  practice  is  to  allow  a percentage, 
enerally  5 per  cent.,  upon  the  diminishing  value 
f the  plant  and  machinery.  At  this  rate  it  takes 
bout  40  years  to  reduce  to  scrap  value.  There  is 
io  piece  of  machinery  at  a modern  colliery  which  has 
iot  to  be  scrapped  long  before  it  reaches  that  ago, 
,nd  a very  large  proportion  of  colliery  plant  and 
naehinery  has  only  a life  of  less  than  half  that 
ength.  Indeed  the  complaint  made  against  coal- 
■wners  in  this  respect  at  the  Coal  Industry  Com- 
aission  was  that  they  were  far  too  slow  in  replacing 
heir  machinery  by  the  most  recent  types.  However 
hat  may  be,  the  allowance  for  depreciation  now 
aade  from  Income  Tax  assessments  is  wholly  made- 
uate,  and  requires  immediate  revision.  Kates 
hould  be  fixed,  preferably  upon  the  initial  value, 
,-hich  would  bring  the  various  classes  of  plant  and 
aachinery  to  scrap  values  within  a reasonable 
stimate  of  useful  life,  and  such  predetermined 
mount'  of  total  allowance,  no  more  and  no  less, 
hould  be  granted  whatever  the  actual  length  of  lit© 
•f  the  plant  in  question. 

(4)  Income  Tax  on  rents  and  royalties. 

6487.  It  is  suggested  that  inasmuch  as  the  collieri 
>wner  is  in  fact,  though  not  in  law  at  it  stands  at 
.resent,  merely  the  channel  through  which  the 
ncome  Tax  upon  rents  and  royalties  is  collected 
t Would  be  more  equitable  that  this  item  should  be 
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kept  separate  from  the  assessment  of  the  profits  of 
the  undertaking  and  be  accounted  for  year  by  year 
as  the  amount  due  upon  the  actual  rents  and  royal- 
ties paid  for  such  year. 

[This  concludes  the  evidence-in-chief .] 

6488.  Chairman : You  are  the  representative  of  the 
Mining  Association  of  Great  Britain? — Yes. 

6489.  What  experience  of  mining  have  you  had? — 
I have  really  been  brought  up  in  it.  I have  been 
engaged  in  the  mining  industry  since  I left  Cam- 
bridge in  1892;  I have  done  nothing  else  but  look 
after  collieries  belonging  to  my  firm. 

6490.  Then  you  have  practical  experience  of  collier- 
ies?— I am  not  a certificated  manager,  but  I have 
had  practically  the  whole  conduct  of  collieries  since 
1892,  having  done  nothing  else  but  look  after 
collieries  both  commercially  and  industrially. 

6491.  You  understand  all  about  the  working  of 
the  pits? — Well  I should  not  like  to  say  tbat,  but 
I have  a very  good  general  knowledge.  I have  been 
a great  deal  underground  from  time  to  time. 

6492.  Of  course,  you  must  have  knowledge  or  else 
you  could  not  have  written  your  evidence  on  Wasting 
Assets? — I have  considerable  knowledge. 

6493.  We  will  not  ask  you  to  read  your  paper, 
because  it  is  before  us  now,  but  the  Commissioners 
will  ask  you  questions  upon  it.  I will  ask  Sir  John 
Harmood-Banner  to  put  to  you  some  preliminary 
questions. 

64&4.  Sir  J.  Harmood-Banner : Y'ou  have  had  very 
great  experience  in  collieries,  and  all  matters  con- 
nected with  them.  In  your  view  is  it  not  the  fact 
that  collieries  fiave  always  been  very  hardly  dealt  with 
on  the  question  of  Income  Tax,  because  at  the  termin- 
ation of  their  life,  having  paid  good  dividends  subject 
to  Income  Tax,  to  the  shareholders,  they  give  back 
again  to  their  shareholders  nothing  to  represent  all 
the  huge  expenditure  that  has  been  made  on  the 
capital  account  of  the  collieries  ?— That  is  so.  I may 
say  that  I have  made  inquiries  from  people  in  South 
Wales  and  elsewhere  who  have  been  engaged  in  open- 
ing out  new  collieries  on  a large  scale  during  the  last 
ten  years,  and  I find  from  their  experience  that  the 
proportion  of  the  total  initial  capital  expenditure 
upon  which  depreciation  is  allowed,  that  is  the  amount 
representing  the  value  of  the  plant  and  machinery, 
varies  from  21  per  cent  to  31  per  cent.  I have  had 
no  case  of  a recent  large  colliery  where  the  value  of 
the  plant  and  machinery  upon  which  depreciation  is 
allowed  exceeds  31  per  cent.  Of  course,  the  propor- 
tion must  depend  very  largely  upon  the  depth  of  the 
pit,  and  the  amount  of  trouble  that  has  been  ex- 
perienced in  sinking  the  pit,  but  it  is  obvious  that  a 
modern  colliery  costing  say  £500,000  would  only  get 
depreciation  upon  something  from  £100,000  to 
£150,000  of  its  initial  expenditure.  The  whole  of 
that  expenditure  is,  I will  not  say  valueless,  but  of 
very  little  value  when  the  colliery  undertaking  is  ex- 
hausted. There  is  the  scrap  value  of  the  plant  and 
machinery,  but  no  value  at  all  attaches  to  any  of  the 
work  that  has  been  done  in  laying  out  the  collierv 
to  start  with,  or  in  sinking  the  pits. 

6495.  The  Income  Tax  authorities  deal  with  the  first 
expenditure  of  the  colliery  entirely  as  capital,  and 
capital  being  lost,  there  is  no  deduction  allowed  at  all. 
You  set  out  in  your  evidence  very  fairly  the  various 
items  of  expenditure.  In  addition  are  there  such 
things  as  overpaid  mine  rents,  which  are  frequently 
paid  by  the  mine  and  not  recovered  in  any  way  upon 
which  no  allowance  is  made?— That  frequentlv 
happens.  Income  Tax  is  paid  on  the  whole  of  those 
amounts  year  by  year  as  they  have  to  be  paid  to  the 
landlords. 


6496.  Then  supposing  the  overpaid  mine  rent  in- 
stead of  coming  oufc  at  £100,000  only  comes  to 
£20,000,  the  £80,000  of  loss  made  on  that  overpaid 
mine  rent  would  not  be  allowed  as  a deduction  from 
the  profits  of  the  concern? — No. 

6497.  Are  the  rates  of  depreciation  they  allow  you 
fair,  or  do  you  consider  they  ought  to  be  extended? 
—On  the  plant  and  machinery  at  the  present  time 
1 consider  the  rates  allowed  for  depreciation  are 
entirely  inadequate.  Generally  speaking  they  run 
about  five  per  cent.,  and  it  takes  a very  long  time 
to  reduce  to  scrap  value  at  five  per  cent,  upon  the 
written  down  value  year  by  year.  Of  course,  the 
scrap  value  varies  with  the  type  of  machinery.  If 


it  is  heavy  the  scrap  value  would  form  the  great 
bulk  of  its  initial  cost,  but  a great  deal  of  machinery 
lias  a scrap  value  which  is  a very  small  percentage 
indeed  of  the  original  cost. 

6498.  I see  you  include  expenditure  at  the  ter- 
mination of  a lease.  At  the  termination  of  a lease 
there  are  very  big  obligations  in  turning  the 
colliery  land  back  into  green  fields? — Yes. 

6499.  Nothing  of  that  sort  is  allowed  for  Income 
Tax  purposes.  Virtually  you  have  made  the  land 
into  a waste,  and  you  are  compelled  under  your 
arrangement  with  your  landlord  to  restore  it,  but 
those  expenses  are  treated  as  capital  expenses,  and 
you  are  allowed  nothing? — That  is  so. 

6500.  Chairman : Do  you  not  make  allowance  in 
your  depreciation  funds  for  the  future  scrapping  of 
the  colliery,  that  is,  out  of  your  profits?— In  the 
accounts  of  the  company  do  you  mean? 

6501.  Yes? — Generally  speaking  I think  that  is  so, 
but  the  Income  Tax  authorities  do  not  recognize 
those  as  deductions  for  the  purpose  of  the  assess- 
ment. 

6502.  That  is  one  of  your  points? — Yes. 

6503.  Mr.  Mackinder : Is  it  the  custom  of  colliery 
companies  to  have  a sinking  fund  to  cover  these 
wasting  assets  ? — I would  not  like  to  say  that  it  is 
general,  but  I think  some  companies  do.  A large 
number  of  companies  that  I know  do  not;  they  have 
a general  reserve  fund. 

6504.  What  I was  trying  to  get  at  was  whether  a 
simple  method  would  bo  if  you  could  have  rules  fixed 
for  a sinking  fund  on  which  Income  Tax  would  not  bo 
charged?— I would  suggest  to  the  Commission  that 
when  the  first  assessment  for  Income  Tax  is  made  upon 
the  profits  of  a new  company  there  should  be  a state- 
ment of  the  total  expenditure  saying  how  much  is  in 
respect  of  machinery  and  plant,  and  how  much  in 
other  respects.  With  regard  to  machinery  and  plant 
the  allowance  should  be  determined  having  regard  to 
the  general  life  of  the  different  classes,  so  that  during 
the  life  all  the  wasting  of  the  plant,  which  is  the 
difference  between  its  scrap  value  and  its  original 
value,  should  be  written  off  and  allowed  as  a deduc- 
tion for  Income  Tax.  With  regard  to  the  other 
expenditure  it  is  rather  more  difficult  perhaps  to 
deal  with,  but  I think  it  is  possible  to  fix  within 
very  fair  limits  what  the  expectation  of  life  of  a 
colliery  would  be  having  regard  to  the  extent  of  the 
area  in  lease,  the  number,  and  the  thickness  of  the 
known  seams  that  have  been  made  workable  by  tho 
outlay,  and  the  annual  output  which  can  be  dealt 
with  by  the  equipment,  and  an  allowance  should  bo 
fixed  which  would  be  sufficient  to  recoup  that  outlay. 
When  the  first  assessment  for  Income  Tax  is  made 
upon  the  profits  of  a colliery  company  the  owner 
should  be  asked  to  make  a statement  of  the  total 
expenditure  upon  the  colliery,  showing  separately  the 
particulars  of  the  expenditure  upon  the  various 
classes  of  plant  and  machinery,  and  the  expenditure 
upon  other  matters  such  as  preparation  for  the  sink- 
ing, the  actual  sinking  of  the  pits,  and  the  other 
expenditure  that  has  to  be  incurred.  With  regard 
to  plant  and  machinery  such  an  allowance  should  be 
made  for  depreciation  year  by  year  as  would  make  up 
the  difference  between  the  scrap  value  and  the  original 
value  within  the  life  of  the  particular  class  of 
machinery.  I think  there  is  no  groat  difficulty  in 
fixing  fair  periods  as  representing  the  different  classes. 
The  fixed  and  heavy  plant  would  be  one  class,  the 
electric  plant  would  be  another  class,  and  things  like 
rails,  and  trams,  and  ropes,  and  things  of  that  kind 
which  wear  out  rather  more  quiokly  should  be  put  in 
another  class  and  those  allowances  should  be  deter- 
mined. 

6505.  Would  not  all  those  matters  be  really  attained 
in  the  adjustment  of  the  sinking  fund.  Let  me  put  it 
in  this  way:  would  you  not  say  that  it  was  sound 
finance  that  a company  with  a wasting  asset  such  as 
a colliery  company  should  emerge  at  the  end  with  its 
capital  intact? — Certainly. 

6506.  I put  it  to  you  would  it  not,  therefore,  be 
well  that  the  State  should  encourage  companies  with 
such  assets  to  be  soundly  financed  by  giving  them 
the  Income  Tax  advantage  on  the  sinking  fund 
method  rather  than  by  the  complicated  method  you 
are  putting? — The  disadvantage  of  a large  sinking 
fund  is  that  you  lay  by  a considerable  oapital  which 
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you  liave  got  to  invest  in  some  first  class  security, 
whereas  the  money  might  be  employed  to  better  ad- 
vantage in  other  ways. 

6507.  1 do  not  go  into  the  question  of  how  you 
employ  the  funds  which  are  accumulated  as  a sinking 
fund.  But  taking  it  broadly,  you  would  say,  would 
you  not,  that  the  shareholders  of  a colliery  company 
ought  not  to  be  encouraged  to  be  living  partly  on 
their  capital,  and  if  that  were  to  be  admitted  then 
I am  suggesting  a simpler  method  than  this  compli- 
cated method  that  you  are  suggesting.  I suggest 
that  it  would  be  a sound  method  for  the  State  to 
recognize  sinking  funds  made  according  to  certain 
rules,  and  to  give  tax  remission  on  those  funds  P — That 
would  be  a simple  solution  of  it,  of  course,  but  the 
method  I am  suggesting  is  one  which  is  now  in  force 
in  regard  to  plant  and  machinery.  My  complaint 
with  regard  to  the  present  method  is  that  the  amount 
of  the  allowance  is  inadequate,  but  in  regal'd  to  the 
other  expenditure,  upon  which  no  allowance  is  made 
at  all  at  present,  the  amount  of  the  allowance  would 
depend  upon  the  life  of  the  colliery,  and  such  an 
amount  ought  to  be  written  off  year  by  year  or  set 
to  a sinking  fund,  as  would  before  the  end  of  the  life 
of  the  particular  undertaking,  replace  the  whole  of 
the  capital  expended  at  the  beginning. 

6508.  Chairman:  Supposing  you  had  a special 
sinking  fund  for  this  wasting  asset  you  sa.y  that  would 
take  capital  which  could  be  better  utilized  in  the 
business.  In  a colliery  are  not  there  a great  many 
liquid  assets  for  which  you  could  utilize  that  fund- 
wagons  for  instance? — Wagons,  of  course,  are  an 
expensive  luxury.  No  one  wants  more  wagons  than 
he  is  absolutely  bound  to  have  to  carry  on  his  business. 

6509.  It  is  a very  large  amount  in  connection  with 
a colliery  ? — It  is  a very  large  amount,  because  wagons 
have  to  be  provided  at  the  commencement  of  the  life 
of  a colliery. 

6510.  And  rails? — And  rails.  They  are  part  of  the 
first  equipment,  and  they  wear  quickly,  and  have  to 
be  replaced  during  the  life  of  the  oolliery. 

6511.  You  always  keep  your  rails  in  order.  They 
are  an  asset  that  can  be  dealt  with  if  there  is  a smash 
up  of  the  colliery.  The  rails  could  be  sold,  and  the 
wagons  could  be  sold? — The  wagons,  I suppose,  are  the 
most  saleable  assets  that  a colliery  company  has. 

6512.  Mr.  McLintock:  Your  claim  really  falls  into 
three  separate  compartments.  First,  that  the  present 
rates  given  to  you  on  plant  and  machinery  are  in- 
adequate?— Yes. 

6513.  You  are  aware  that  there  is  at  present  a dif- 
ferent rate  given  for  different  classes  of  colliery  plant? 
— That  is  so  in  some  districts.  In  some  cases  they 
make  a uniform  percentage  applicable  to  the  whole 
lot. 

6514.  You  know  that  the  wagon  rate  has  been  very 
fully  gone  into,  and  a rate  has  been  agreed  which 
fairly  corresponds  with  the  life  of  a wagon  ? — Yes ; 
I was  a party  to  those  negotiations  with  the  people 
at  Somerset  House. 

6515.  The  main  part  of  your  claim  is  that  you  get 
no  allowance  for  the  cost  of  sinking? — That  is  so. 

6516.  If  you  adopt  the  sinking  fund  proposition  you 
clearly  must  invest  that  fund  outside  the  business? — 
You  must. 

6517.  Otherwise  if  it  is  simply  an  accumulation  of  a 
sum  of  money  in  your  own  business  the  profits  flow 
into  the  business  in  the  ordinary  way? — Exactly. 

6518.  Is  it  your  view  that  a workable  scheme  could 
be  devised  whereby  at  the  start  of  a colliery  a per- 
centage could  be  fixed  on  the  wasting  asset  corre- 
sponding to  the  life  of  the  colliery  ?— That  is  my  view. 

6519.  And  once  you  have  got  100  per  cent,  you  cease 
to  claim  any  more  if  you  have  been  wrong  in  your  esti- 
mate of  the  life? — When  you  have  had  your  full  allow- 
ance to  cover  your  expenditure  then  no  more  allow- 
ance should  be  made,  but  such  an  allowance  should  be 
made  as  would  cover  the  total  expenditure  within  the 
life  of  the  colliery. 

6520.  Then  you  come  to  the  other  group  of  expenses, 
such  as  rails,  sleepers,  trams,  tubs,  &c.  You  get  re- 
newals of  those  from  time  to  time? — Yes. 

6521.  But  your  complaint  is  that  at  the  end  of  the 
colliery’s  life  you  are  still  left  with  the  original  cost 
undepreciated  for  Income  Tax  purposes? — Yes,  of  the 
first  complete  set  that  you  equip  the  colliery  with. 
That  is  an  absolute  loss  unless  you  get  an  allowance 


for  the  depreciation  of  that  lot  during  the  life  of  the 
particular  articles. 

6522.  Your  contention  is  that  mere  renewal  is  not 
enough? — Renewal  iB  not  sufficient.  Renewal  debited 
to  your  working  cost  deals  with  all  the  replacements 
of  the  first  set,  but  the  first  set  is  not  dealt  with  at 
all,  and  that  is  as  much  a legitimate  cost  chargeable 
against  Revenue  as  anything  else  that  you  buy  in 
order  to  carry  on  the  colliery. 

6523.  That  initial  outlay  you  would  put  in  the  same 
category  as  the  sinking  cost? — Exactly. 

6524.  In  sub-paragraph  7 of  paragraph  1 of  your 
evidence-in-chief  you  refer  to  a colliery  company 
owning  the  minerals? — Yes. 

6525.  And  you  say  that  the  capital  expended  in  the 
purchase  of  the  minerals  should  also  be  the  subject  of 
an  annual  allowance? — Yes. 

6526.  You  are  aware  that  where  the  colliery  com- 
pany does  not  own  the  minerals  but  pays  a royalty, 
the  mineral  owner  would  in  that  case  require  to  get 
some  concession? — Well,  that  is  his  business. 

6527.  It  would  be  hardly  fair  to  give  it  to  the 
owner  who  worked  his  own  minerals,  and  not  give  it 
to  the  owner  who  leased  his  minerals? — I do  not 
claim  any  preferential  treatment  for  the  colliery 
company  that  owns  its  minerals. 

6528.  But  you  see  where  that  leads  you  to.  Have 
you  anything  to  say  on  the  question  of  the  five 
years’  average  that  is  applied  to  collieries? — I think 
on  the  whole  colliery  companies  would  prefer  to 
retain  the  five  years’  average  rather  than  be  assessed 
year  by  year,  if  that  is  what  you  mean. 

6529.  May  I ask  you  why? — Because  there  are 
collieries  that  make  losses  Borne  years,  and  profits 
in  other  years;  if  you  are  assessed  year  by  year  you 
do  not  get  those  losses  set  off  against  profits. 

6530.  Suppose  you  are  assessed  on  the  income  of  the 
preceding  year,  and  say  for  the  last  year  you  made 
£100,000,  is  there  anything  to  hinder  you  setting 
aside  the  tax  to  pay  the  following  year  on  that 
£100,000  when  you  have  earned  it? — No. 

6531.  And  if  in  the  following  year  you  lose  £50,000 
you  would  be  entitled  to  get  the  tax  back  again? — 
Provided  you  do  get  the  tax  back  again  I do  not 
think  there  is  any  great  objection. 

6532.  Is  your  fear  that  you  may  have  to  pay  on 
the  profits,  and  get  no  relief  for  the  losses? — That 
is  my  fear. 

6533.  But  subject  to  that  you  see  no  reason  to 
continue  the  five  years’  average  ? — I do  not  think 
there  is  any  strong  argument  in  favour  of  it  except 
that  it  gives  you  a means  of  setting  your  losses 
against  your  profits  within  five  years. 

6534.  That  is  the  only  reason? — That  is  the  only 
strong  reason  that  I have.  There  are  other  reasons 
in  favour  of  making  the  assessment  a yearly  one. 
The  point  I have  raised  in  regard  to  rent  and 
royalties  would  be  simplified  in  that  way,  because  at 
present  there  is  a complication  in  regard  to  the 
amount  deducted  by  the  colliery  company  from  the 
landlord  in  respect  of  Income  Tax ; that  is  done  on 
the  rent  or  royalty  of  the  particular  year,  whereas 
the  colliery  company  pays  the  Inland  Revenue  upon 
an  average  of  five  years.  There  are  cases  where  the 
company  benefits,  and  there  are  others  where  the 
Inland  Revenue  benefits.  Mr.  Clark  was  good 
enough  some  year  or  more  ago  to  go  into  this  ques- 
tion very  fully  with  me,  and  we  came  to  an  agree- 
ment upon  it  that  in  some  cases  the  Inland  Revenue 
benefits,  and  in  other  cases  the  taxpayer  benefits. 
My  view  is  that  the  oolliery  company  should  be 
treated  purely  and  simply  as  the  channel  through 
which  the  tax  is  collected  from  the  landowner. 

6535.  In  other  words,  you  wish  to  hand  over  the 
specific  amount  that  you  retain? — Year  by  year. 

6536.  And  to  be  assessed  on  your  profits  indepen- 
dently?  Yes.  Even  if  the  nationalisation  of  min- 

erals takes  place  I think  it  is  very  desirable  that  that 
should  be  done.  Possibly  it  would  follow  automati- 
cally, but  in  any  case  I think  it  is  a change  which 
should  be  made  as  soon  as  possible. 

6537.  Have  you  any  suggestion  to  offer  as  to  the 
rates  which  you  think  would  be  reasonable  for  plant 
and  machinery  on  which  you  get  allowance  at  pre- 
sent?—I thinli  that  fixed  plant  and  machinery  ought 
to  be  subjeot  to  an  allowance  of  five  per  cent,  per 
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annum  upon  the  original  cost.  There  may  be  cases 
where  if  it  is  heavy  plant  of  a very  permanent 
character  a slightly  lower  percentage  might  be  appli- 
cable. In  the  case  of  electrical  machinery  the  rate 
should  be  higher.  Obsolescence  enters  very  largely 
into  the  question  with  regard  to  electrical 
machinery,  and  also  the  life  of  the  electrical  appara- 
tus is  not  a long  one,  and  I think  there  should  be  an 
allowance  of  7\  per  cent,  upon  electrical  machinery. 
If  the  machinery  lasts  longer  than  the  period  over 
which  the  7£  per  cent,  will  oover  the  cost,  no  more 
allowance  should  be  made  after  that. 

6538.  You  know  they  give  you  7J  per  cent,  if  you 
claim  it  at  present? — Yes,  but  on  the  written  down 
value.  My  view  is  that  an  allowance  on  the  written 
down  value  does  not  meet  the  case  at  all. 

6539.  It  usually  goes  on  for  ever  you  know? — It 
goes  on  for  ever. 

6540.  At  least  so  long  as  the  company  is  in 
existence? — In  fact  it  cannot  come  to  an  end 
mathematically. 

6541.  It  goes  on  for  the  whole  length  of  the  life 
of  the  particular  business.  Is  not  that  a set  off  in 
getting  the  proper  rate  from  the  beginning? — There 
is  hardly  a business  that  lasts  long  enough  to  write 
the  plant  down  to  scrap  value  at  the  rates  that  are 
given  in  some  cases.  My  view  is  that  it  is  not  right 
to  diminish  the  value  on  which  wear  and  tear  is 
allowed  during  the  year  of  any  plant  or  machinery 
used  for  the  concern.  I do  not  think  the  rate  upon 
the  diminishing  value  really  meets  the  requirements 
of  the  Act  of  Parliament. 

6542.  But  as  a rough  and  ready  method  which  on 
the  whole  is  fair  would  it  not  meet  you  if  the  dimin- 
ishing value  were  continued  with  a slightly  higher 
rate? — No,  I should  prefer  a fixed  allowance  year  by 
year ; I think  that  is  the  fairest  in  the  long  run. 

6543.  You  know  that  the  outstanding  instance  of 
an  allowance  for  depreciation  based  on  the  initial 
cost,  is  the  case  of  ships? — Yes. 

6544.  Do  you  suggest  that  you  can  follow  a set 
of  colliery  plant  throughout  its  existence  as  com- 
pletely as  you  can  a ship? — I think  rather  more  so. 
You  may  lose  the  ship  altogether. 

6545.  And  suppose  a colliery  changes  hands  at  a 
very  muoh  enhanced  price  ? — Still  the  machinery 
would  be  there. 

6546.  You  would  continue  the  allowance  on  the  old 
basis? — Continue  the  original  allowance. 

6547.  Mr.  Marks : I understand  you  expressed  a 
preference  just  now  for  a sinking  fund  at  a fixed 
sum  per  annum? — I hardly  said  a sinking  fund  at  a 
fixed  sum,  but  an  allowance. 

6548.  Well  an  allowance.  What  would  you  do  with 
that,  applying  the  method  practically;  would  you  put 
that  to  a particular  account?— I would  not  keep  the 
money  in  the  business;  I should  be  inclined  to  invest 
it  outside  the  business. 

6549.  Where  it  would  accumulate  at  interest? — 
Where  it  would  produce  a revenue  year  by  year,  and 
where  there  would  be  a good  chance  of  the  capital 
being  intact  at  the  end  of  the  life  of  the  colliery. 

6550.  You  know,  of  course,  that  there  are  three 
methods  suggested  for  this  allowance;  they  have  been 
referred  to;  the  one  you  mentioned  just  now,  the 
equal  sum  per  annum ; the  percentage  of  the  diminish- 
ing value ; and  the  sinking  fund.  Do  you  not  think 
that  if  you  are  going  to  bring  interest  into  account 
you  really  must  adopt  the  sinking  fund  method.  You 
produce  in  the  case  of  a fixed  sum  per  annum — if  you 
invest  the  amount  at  interest— a larger  sum  than  you 
really  require  for  redemption? — You  pay  Income  Tax 
on  the  interest. 

6551.  But  you  make  allowance  for  that,  and  even 
so  you  produce  too  much? — Yes. 

6552.  I am  only  putting  this  point  because  it  makes 
a good  deal  of  difference  plus  or  minus  to  the  Govern- 
ment which  method  you  adopt.  Does  not  that  suggest 
that  the  sinking  fund  method  is  the  proper  one? — I 
think  the  sinking  fund  method  is  the  more  scientific- 
ally correct. 

6553.  If  you  agree  with  that  I have  nothing  more 
to  ask  you. 

6554.  Mr.  Walker  Clark : Your  evidence  has  been 
chiefly  in  respect  of  coal  mines? — Entirely. 


6555.  Would  you  include  in  the  same  principle 
chalk,  or  slate,  or  stone,  or  clay  mines,  or  brickworks, 
where  the  same  conditions  to  some  extent  apply? — 1 
should  apply  what  I say  to  every  case  where  the  con- 
ditions are  similar. 

6556.  And  to  shop  fronts  for  example? — I am  afraid 
I know  very  little  about  shop  fronts. 

6557.  I am  giving  you  a case  in  point.  The  princi- 
ple is  very  extensive  if  brought  into  operation  ? — Yes. 
I regard  the  profits  upon  which  a company  shall  pay 
Income  Tax  as  being  the  difference  between  the  total 
expenditure  and  the  total  receipts  over  the  whole  life. 

6558.  But  there  is  a great  difference  in  the  life. 
You  cannot  estimate  the  life  of  a colliery  actually, 
or  any  of  these  other  mines? — You  can  estimate  it. 

6559.  It  is  not  like  the  case  of  the  life  of  a lease? 
— I am  afraid  I have  not  given  sufficient  consideration 
to  that  part  to  give  you  an  answer  which  would  be 
worth  anything. 

6560.  The  whole  point  of  the  sinking  fund  is  that 
you  must  have  a definite  period,  and  it  appears  to  be 
impossible  to  have  an  accurate  method  of  establishing 
a sinking  fund  where  the  period  is  unknown,  and  I 
want  to  know  how  you  would  get  over  that  difficulty? 
— I think  it  is  possible  in  the  case  of  a oolliery  to 
estimate  the  probable  life  of  it  sufficiently  accurately 
to  provide  for  the  allowances  that  I advocate  should 
be  made. 

6561.  Mr.  Synnott : You  represent  the  case  of  a 
colliery  that  has  either  purchased  an  interest,  or 
leased  an  interest  from  the  owner ; that  is  the  type 
of  company  that  you  represent? — Do  you  mean  the 
owner  of  the  land — of  the  minerals? 

6562.  Yes,  that  is  the  type? — I think  that  covers  all 
the  types  of  collieries  that  are  in  existence. 

6563.  In  that  case  you  buy  the  right  to  take  the 
minerals  at  a certain  price,  or  you  pay  so  much  a year, 
one  or  the  other;  is  not  that  so? — As  a rule  you  pay  so 
much  a year  as  a certain  rent  and  royalty  upon  the 
tonnage  that  you  raise. 

6564.  But  is  not  the  price  that  you  offer  based  on 
the  fact  of  what  you  have  to  pay  now,  and  on  the 
fact  that  you  are  not  given  these  allowances? — I am 
afraid  I do  not  quite  follow. 

6565.  Supposing  you  were  given  these  increased 
allowances,  would  not  you  have  paid  more  for  the 
colliery  in  the  first  instance?— No,  I do  not  think 
you  would. 

6566.  Supposing  ten  years  ago  you  knew  that  you 
would  be  allowed  certain  rates  for  sinking  fund, 
and  so  on,  and  for  waste,  would  you  not  have  con- 
sidered all  that  in  the  price  you  offered  to  give? — 
I should  be  very  surprised  if  it  entered  into  the 
calculation  of  any  colliery  owner  in  starting  a 
colliery. 

6567.  Very  well,  that  is  so? — That  is  my  own 
experience,  certainly. 

6568.  Mr.  Kerly : Is  there  an  element  of  specula- 
tion in  working  collieries  ?— A very  large  amount  of 
speculation. 

6569.  Have  you  ever  considered  whether  the  total 
expenditure  on  collieries  in  a particular  district  has 
led  to  a loss  or  a profit? — Do  you  mean  on  the 
average  ? 

6570.  On  the  total  over,  say,  fifty  years  ? — I should 
say  a profit  on  the  whole. 

6571.  Supposing  you  adopted  the  sinking  fund 
method,  it  would  be  merely  a question  of  determining 
the  period  in  which  you  are  to  amortise  your  loss, 
and  then  getting  an  allowance  of  the  yearly 
premium?— Yes,  quite,  and  the  way  in  which  that 
would  be  dealt  with  would  be  a matter  for  the  com- 
pany to  decide. 

6572.  And  taking  into  account  that  all  human 
assets  are  of  a wasting  character  you  would  not  allow 
for  the  whole  of  the  period  but  only  for  part  of  the 
period  in  the  case  of  the  collieries,  making  your 
allowance,  not  for  the  total  period  of  life,  but  for  the 
period  by  which  that  is  shorter  than  what  you  took 
as  the  normal  asset  ? — You  would  have  to  allow  a 
considerable  margin  in  order  to  be  safe. 

6573.  Mr.  Pretyman : Do  not  these  suggestions  of 
yours  divide  themselves  into  two  quite  separate 
parts;  one  is  the  question  of  depreciation  of 
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machinery  and  plant;  is  not  that  common  to  almost 
every  industry  in  the  country? — Yes,  I rather  think 
it  is. 

6574.  Is  there  any  reason  why  collieries  should  be 
treated  differently  from  other  businesses  in  that 
matter?  Take  a dock  company  for  instance.  A 
dock  company  possesses  a great  deal  of  the  same  kind 
of  plant  that  a colliery  company  possesses  in  the 
way  of  transporting  machinery,  and  various  assets  of 
that  kind,  is  there  any  reason  why  the  colliery  case 
is  in  that  respect  different  from  that  of  a dock  com- 
pany, or  any  other  business  of  that  character  ? — 
There  is  no  difference  in  principle,  but  I should 
think,  generally  speaking,  the  wear  and  tear  of 
colliery  plant,  particularly  that  part  of  it  which  is 
underground,  is  more  than  perhaps  in  any  other 
industry. 

6575.  That  is  purely  a matter  of  degree? — That  is 
purely  a matter  of  degree. 

6576.  That  is  a question  which  should  be  raised  in 
the  general  interests  of  businesses  of  that  character 
throughout  the  whole  country? — 1 think  so. 

6577.  The  other  grievance  is  quite  a different  one, 
that  is  to  say  that  you  are  paying  as  if  it  were  a 
continuing  profit  upon  a property  which  only  endures 
as  long  as  your  capital  lasts.  You  are  really  wasting 
some  of  your  capital,  which  is  your  coal? — Yes,  that 
is  so. 

6578.  That  also  applies  to  things  like  brick-earth? 
—Yes. 

6579.  Or  a slate  quarry? — Yes. 

6580.  You  are  really  breaking  off  a piece  every  year 
and  selling  it? — That  is  so,  as  far  as  the  mineral  is 
concerned  which  you  are  working. 

6581.  The  difference  between  that  and  the  profit  on 
a field  of  wheat,  for  instance,  is  that  the  field  of  wheat 
is  renewable  every  year  indefinitely  ? — Yes. 

6582.  And  there  is  a profit  on  growing  that  crop  of 
wheat  which  is  reasonably  definite? — Yes. 

6583.  But  the  profit  on  your  coal  is  accompanied  by 
the  actual  loss  of  capital,  and  when  that  comes  to  an 
end  it  is  gone? — Yes,  and  collieries  are  peculiar  in  this 
respect,  that  there  is  such  a very  large  proportion  of 
the  initial  capital  which  is  of  no  value  at  all  when  coal 
ceases  to  be  worked  at  the  particular  pit,  and  the 
whole  of  the  cost  of  laying  out  the  surface  and  the 
sinking  is  really  cost  of  production  of  the  coal  over  the 
life  of  the  colliery  paid  in  advance. 

6584.  But  that  is  taken  into  account  in  the  interest. 
The  more  you  spend,  of  course,  the  more  capital  there 
is  to  divide  your  profits  out  of.  The  rate  of  interest  is 
less? — The  rate  of  your  profit  would  be  less,  of  course, 
on  the  same  income  if  your  share  capital  is  high. 

6585.  You  keep  it  down  as  much  as  you  can? — Yes. 

6586.  Your  special  case  really  is  that  coal  is  a 

wasting  asset  in  its  nature? — Yes.  The  coal  is  of 

itself  of  a wasting  nature,  and  when  the  coal  is  done 
the  whole  of  the  expenditure  that  you  have  gone  to. 
in  order  to  make  the  colliery  to  work  that  coal,  is  of 
practically  no  value. 

6587.  Supposing  you  went  on  the  sinking  fund  basis, 
as  has  been  suggested,  would  that  sinking  fund  cover 
both  the  categories  that  I have  referred  to,  or  only 


one  of  them? — It  might  cover  both.  The  plant  and 
machinery,  I think,  could  be  dealt  with  as  at  present, 
provided  the  rate  of  depreciation  were  adequate, 
because  you  have  such  things  as  renewals  even  of 
heavy  plant  which  have  to  be  dealt  with,  and  that 
might  complicate  your  sinking  fund  to  some  extent. 

6588.  If  collieries,  or  businesses  of  that  character, 
where  the  capital  is  of  itself  a wasting  asset,  were  to 
create  a sinking  fund  ad  hoc  only,  and  were  to  lea,ve 
the  other  point,  depreciation  of  plant,  to  be  dealt  with 
in  the  same  way  as  other  businessses  dealt  with  it, 
would  not  that  be  one  way  of  meeting  it? — I think  so. 

6589.  Would  not  that  be  the  most  practical  way? — 

I think  it  would  be  a practical  way  to  which  I can  see 
no  objection  at  all. 

6590.  Would  you  provide  a special  sinking  fund  to 
meet  the  actual  loss  of  your  capital  in  the  shape  of 
coal  so  that  it  may  be  returned  to  your  shareholders 
at  the  end  of  the  period? — Not  only  tile  capital  in  the 
shape  of  coal,  but  the  capital  which  you  have  to  ex- 
pend to  make  that  coal  workable. 

6591.  All  businesses  have  to  spend  capital  for  the 
working  of  their  business  ? — That  is  quite  true. 

6592.  A dock  company  has  to  provide  a great  deal 
of  plant? — Yes. 

6593.  And  if  the  dock  ceases  to  be  of  any  value 
that  plant  has  gone;  that  is  common  to  all  busi- 
nesses?— Yes. 

6594.  But  in  your  case  the  capital  itself  goes? — The 
capital  itself  goes,  because  when  the  coal  is  ex- 
hausted your  pit  is  no  good. 

6595.  Is  not  that  the  special  point? — That  is  the 
special  point. 

6596.  Would  it  not  be  better  to  confine  your  claim 
to  that  special  point,  and1  have  a sinking  fund.  If 
you  could  get  some  special  provision  to  meet  that 
special  point  would  it  not  meet  your  case? — It  would 
certainly  meet  the  case  on  that  point. 

6597.  And  on  the  other  point  ought  you  not  to  go 
in  with  all  other  industries  in  the  country  under  a 
similar  disability  ?— I think  we  naturally  should  go 
in  with  them.  I can  imagine  that  the  Commission 
would  regard  the  coal  owners’  case  in  respect  of  this 
plant  and  machinery  in  very  much  the  same  way  in 
principle  as  it  would  that  of  any  other  industry. 

6598.  Sir  J.  Earmood-Banner : In  order  that  there 
may  be  no  confusion  with  regard  to  the  question  put 
as  to  whether  docks  and  collieries  are  not  of  a 
similar  nature  in  dealing  with  wasting  assets,  is  it 
not  a fact  that  there  are  very  few  collieries  in  which 
the  sinking  of  roads,  or  various  things,  lasts  oyer 
twenty  years,  whilst  there  are  many  docks  which 
have  lasted  one  hundred,  two  hundred,  and  five 
hundred  years? — Yes. 

6599.  It  is  the  particular  wasting  nature  of  the 
collieries,  and  similar  ore  fields,  wnich  requires  to 
be  specially  dealt  with,  and  have  special  provision 
made  for  it? — Yes. 

6600.  The  docks  may  last  like  Westminster  Abbey  , 
and  may  be  here  a thousand  years  hence,  but  you 
would  not  find  a colliery  here  in  a thousand  years?— 
The  dock  will  remain  useful  as  long  as  there  is  trade. 
A colliery  is  no  good  after  the  ooal  seams  have  been 
worked  out. 


Arthur  L.  Bowley,  Sc.D.,  Professor  of  Statistics 

The  witness  handed  in  the  following  statement  as 
his  evidence- in-chief  : — 

6601.  (1)  I understand  that  I am  asked  to  give  a 
reasoned  opinion  on  the  question  of  the  minimum 
income  below  which  direct  taxation  should  not  be 
levied.  No  defluite  answer  is  possible  on  strict  scien- 
tific principles.  The  minimum  required  for  mere 
physical  existence  is  not  to  the  point,  for  a standard 
must  allow  for  housing  and  clothing  as  approved  by 
law  or  by  custom,  and  nourishment  should  be  suffi- 
cient for  the  strain  of  efficient  work  and  for  the  good 
development  of  children.  In  these  phrases  relative, 
not  absolute,  standards  are  necessarily  introduced ; it 
is  not  possible  to  ascertain  at  what  point  further 
expenditure  could  produce  no  improvement  in 
efficiency  for  work  or  in  a growing  child’s  health  and 
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physique.  The  only  procedure  appears  to  be  to  begin 
with  the  lowest  recognized  standard,  and  allow  such 
additions  as  common  observation  suggests  as  obviously 
tending  to  a greater  productive  power  or  better  phy- 
sical development.  It  does  not  seem  proper  to  make 
allowance  for  expenditure  which  different  social 
classes  incur  for  the  purpose  of  maintaining  purely 
conventional  standards  of  housing,  clothing,  food, 
service  or  education.  These  standards  are  established 
as  a result  of  income,  and  their  existence  shows  tax- 
able capacity;  at  the  present  time  the  pre-war 
standards  have  been  greatly  modified  and  are  capable 
of  further  change.  In  dealing  with  the  question 
some  reference  must  be  made  to  the  effect  of  indirect 
taxation,  though  it  is  not  proposed  to  consider  the 
general  question  of  the  relation  of  direct  to  indirect 
taxation. 
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0602.  (2)  The  simplest  method  is  to  start  with  a 
married  couple  without  dependent  children.  Data 
can  be  obtained  from  Mr.  Rowntree’s  analysis 
{Toverty,  1902,  and  The  human  needs  of  labour,  1918) 
and  from  the  Report  of  the  Working  classes  cost  of 
living  Committee,  Cd.  8980  of  1918.  The  weekly 
budgets  for  a man  and  wife  as  based  on  these  data 
work  out  in  1914  as  follows:- 


Mr.  Rowntree’ s 

Cost  of  Living  Com- 

method. 

mittee  method. 

Food — 

s.  d. 

s.  d. 

Man  . . . 

...  4 4 

5 3 

Wife 

Clothing — 

...  3 6 

4 4 

Man  . . . 

...  1 9 I 

2 9 

Wife 

...  0 9 | 

F uel 

Sundries — 

...  2 6 

2 4 

Household 

...  1 2 

1 2 

Personal 

...  5 0 

3 10 

— 



19  0 

19  8 

Rent 

...  5 6 

5 6 

24  6 

25  2 

The  estimate  on  Mr.  Rowntree’s  method  includes 

food  sufficient  to  produce  the  physiologist’s  minimum 
in  calories  for  moderate  work,  purchased  as 
economically  as  possible,  while  the  Committee’s 
figures  show  the  estimated  average  of  the  expendi- 
ture of  the  urban  workman  in  regular  work.  The 
Committee’s  “ sundries  ” include  only  travelling,  in- 
surance, and  trade  union  and  similar  subscriptions, 
while  Mr.  Rowntree  allows  a further  margin.  Rent 
is  additive  to  Mr.  Rowntree’s  estimate,  varying  ac- 
cording to  locality.  The  5s.  6d.  included  above  is 
approximately  the  rent  of  a four-roomed  house  in  a 
provincial  town,  or  of  two  or  three  rooms  in  the 
nearer  outskirts  of  London  in  1912.  (See  Cd.  6955.) 

6603.  (3)  If  we  take  25s.  as  the  sum  on  which  a man 
and  his  wife  could  maintain  themselves,  and  allow  no 
margin,  taxable  capacity  begins  at  £65  per  annum; 
but  some  additions  may  certainly  be  reasonably  made. 
A slightly  higher  range  of  incomes  involves  for  a clerk 
or  teacher  the  necessity  for  better  clothing  and  the 
conventional  necessity  for  better  house-room,  and  for 
a manual  worker  may  involve  the  need  for  more  sub- 
stantial or  more  expensive  food.  Unless  allowances, 
numerous  and  detailed,  are  to  be  made  for  additional 
expenditure  due  to  expenses  incurred  in  particular 
trades  or  localities,  the  minimum  should  be  raised  to 
include  all  such  expenses  as  are  at  all  commonly  in- 
curred. Thus  food  may  be  put  at  11s.  for  the  couple 
(corresponding  to  the  average  in  1914  for  a skilled 
workman’s  family),  clothing  at  5s.,  rent  (including 
rates)  at  10s.  to  allow  for  a clerk’s  residence  in  Lon- 
don, and  sundries  at  6s.  (including  Is.  travelling). 
Though  this  is  still  an  under-estimate  for  some  occu- 
pations in  some  details,  yet  the  maximum  is  not 
necessary  in  every  detail  for  any  occupation. 

6604.  (4)  The  annual  minimum  budget  now 
becomes : — 


Food  ... 

Man  and  wife,  1914. 

£ s. 
...  28  12 

Clothing 

...  13  0 

Fuel  ... 

6 10 

Rent  and 

Rates 

..  26  0 

Sundries 

..  15  12 

£89  14 

To  this  perhaps  £10  should  be  added  for  holidays 
and  emergency  expenses,  and  we  obtain  £100  per 
annum.  Nothing  has  been  allowed  for  beer,  tobacco, 
luxuries,  or  recreation.  Here  indirect  taxation 
takes  its  part,*  and  it  is  suggested  that  a further  £10 
may  be  left  before  direct  taxation  begins.  We  thus 
arrive  at  £110  as  a reasonable  exemption  limit  at  1914 
prices.  Incomes  of  £130,  of  which  £20  was  paid  in 


* The  prices  at  which  food  is  reckoned 
effects  of  duties  on  tea,  sugar,  &c. 


include,  of  course,  the 


insurance  premiums,  would  not  (on  the  existing 
scheme  of  allowance)  be  taxed.  No  estimate  has  been 
included  for  domestic  service;  but  if  any  large  part 
of  the  income  of  £110  was  due  to  the  wife’s  earnings, 
some  domestic  help  would  tend  to  become  a necessity,, 
and  in  such  cases  the  limit  might  be  put  at  £125. 

6605.  (5)  For  an  unmarried  man  or  woman  the 
minimum  expenditure  would  be  lower.  A workman 
could  board  and  lodge  with  a family  at  about  10s.  a 
week  in  Reading  in  1914.  A school  teacher,  if  I am 
rightly  informed,  could  board  and  lodge  at  15s.  a week 
in  Reading  and  21s.  in  London.  Taking  the  higher 
sum  and  adding  3s.  a week  for  clothes  and  3s.  for 
other  personal  expenses,  we  obtain  £70  per  annum. 
Add,  as  before,  say  £15  for  semi-luxuries,  holidays, 
and  emergencies,  and  it  appears  that  £85  for  the  un- 
married is  on  a level  with  £110  for  the  married 
couple.  The  smallness  of  the  difference  is  due  to  the 
fact  that  the  higher  of  possible  estimates  has  been 
taken,  namely,  where  the  man  or  woman  is  lodging 
with  strangers  and  paying  for  domestic  service,  which 
the  couple  do  not  need.  The  comparison  should 
rather  be  made  with  the  former  estimate  of  £125  when 
the  wife  is  at  work.  The  unmarried  manual  worker 
in  the  provinces,  not  on  specially  heavy  work  nor 
having  to  pay  for  meals  away,  would  have  been  com- 
fortably off  at  £1  per  week  in  1914;  but  taxation 
starting  at  £52  would  have  hit  heavily  clerks  and 
teachers,  especially  those  working  in  London. 

6606.  (6)  If  the  exemption  limit  had  been  fixed  at 
£85  for  the  single  and  £110  (or  £125)  for  the  married, 
there  would  be  the  apparent  anomaly  that  two  per- 
sons, whose  joint  income  of  £170  was  tax-free  before 
marriage,  would  pay  tax  on  £45  after  marriage,  or 
on  £60  if  the  wife’s  income  was  unearned.  So  far 
as  taxable  capacity  is  concerned  this  does  not  appear 
unreasonable,  for  necessary  expenditure  on  rent,  ser- 
vice, and  to  a less  extent  on  food  and  sundries  is  con- 
siderably lower  for  two  conjointly  than  for  two 
singly;  if  a tax  of  2s.  in  the  £ were  levied  on  £60, 
they  would  still  be  better  off,  after  paying  it,  than 
when  they  lived  separately.  A difficulty  of  a different 
kind  arises  from  the  fact  that  the  man  is  liable  for 
the  tax  on  the  whole,  while  he  has  no  legal  control  on 
the  expenditure  of  his  wife’s  income;  this  could  be 
overcome  if  each  was  liable  for  parts  of  the  tax  in 
proportion  to  his  or  her  income. 

6607.  (7)  The  same  principle  appears  to  me  to 
apply  to  the  taxation  of  married  persons’  incomes, 
whatever  their  amount.  Ability  to  bear  tax  on  an 
income  of  £1,000  is  the  same,  whether  the  income 
belongs  solely  to  one  or  partly  to  each  of  the  two,  but 
the  liability  to  pay  should  be  on  the  possessor  of  the 
income.  A married  couple  with  an  income  of  £1,000 
can  bear  more  than  two  single  persons  each  with 
£500,  but  less  than  one  single  person  with  £1,000,  if 
regard  is  had  solely  to  ability  to  pay;  just  as,  if  the 
above-named  exemption  limits  were  adopted,  a 
married  couple  with  £170  would  pay  on  £60  (or  £45), 
a single  person  with  £170  would  pay  on  £85,  while 
two  single  persons  each  with  £85  would  pay  nothing. 

A scheme  could  be  arranged  either  by  two  scales  of 
abatements  or  rates,  one  for  married  couples,  the 
other  for  single,  or  by  the  existing  system  of  allowance 
for  a wife,  which  need  not  be  at  a flat  rate.  A 
further  allowance  could  properly  be  made  if  the  wife’s 
income  is  earned;  when  a woman  does  the  domestic 
work  of  the  house  she  is  performing  services  which 
add  to  the  real,  but  not  to  the  taxable,  income  of  the 
household;  the  household  is  no  better  off  when  she 
earns  £50  and  pays  the  same  sum  for  domestic  help. 

6608.  (8)  Allowances  for  children. — The  expense  of 

feeding  children  varies  with  their  age,  but  not  in  a 
regular  way,  nor  in  strict  proportion  with  the  amount 
of  nourishment  they  need.  A current  estimate  (Cd. 
8980,  p.  13)  is  that  the  food  of  children  under  16  years 
costs  on  the  average  two-thirds  of  the  food  of  an 
adult,  and  it  is  hardly  practicable  to  allow  for  the 
variation  by  age.  In  correspondence  with  the  esti- 
mate already  suggested,  a child’s  food  cost  4s.  weekly 
111  Mr.  Rowntree  reckoned  9d.  a week  for 

clothing ; if  we  make  a more  liberal  allowance  and 
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add  also  to  the  sundries  and  for  emergencies,  we  easily 
reach  £15  a year.  The  first  child  requires  a new 
perambulator,  the  second  calls  for  more  house-room, 
but  with  larger  numbers  economy  becomes  more  prac- 
ticable. If  we  pay  regard  to  the  importance  of  the 
proper  care  of  children  and  to  the  increasing  expenses 
of  food  and  clothing  as  they  grow  older,  a fiat  rate 
of  £20  a child  added  to  the  exemption  limit  is,  perhaps, 
reasonable  up  to  the  age  of  14.  Nothing  is  here 
allowed  for  education,  since  the  Government  has  taken 
the  responsibility  of  providing  adequate  education 
gratis.  For  a man,  wife,  and  three  children  the 
exemption  limit  would  then  be  £170,  with  a further 
allowance  if  and  when  the  wife  was  earning.  The 
additional  exemption  should  date  back  some  months 
before  the  birth  of  each  child  to  allow  for  maternity 
expenses.  For  older  children  it  may  be  suggested 
that  £25  should  be  allowed  up  to  18  years,  so  long  as 
they  were  not  earning  but  under  instruction,  and  that 

[This  concludes  th 


additional  sums  should  be  exempted  if  money  was 
spent  on  special  training,  apprenticeship  premiums, 
&c.  Finally,  there  are  very  numerous  cases  where 
there  are  dependants  other  than  children,  and  it 
appears  that  allowances  are  properly  made  where  near 
relations,  unable  to  work,  have  no  means  and  are 
supported  by  those  whose  income  is  above  the  exemp- 
tion limit. 

6609.  (9)  All  the  sums  named  are  on  the  basis  of 
1914  prices,  and  must,  of  course,  be  raised.  The 
material  is  not  sufficient  for  making  an  accurate 
measurement  to  the  present  date,  and  it  is  quite 
uncertain  (especially  as  regards  rent  and  clothing) 
what  the  level  will  be  when  prices  have  settled.  In 
making  the  computation  it  is  necessary  to  take  each 
category  separately  and  to  allow  not  only  for  change 
in  prices  but  also  for  changes  in  commodities.  I 
suggest  that  this  calculation  should  be  postponed  as 
long  as  possible. 

evidence-in-chief .] 


6610.  Chairman : You  are  Professor  of  Statistics  in 
the  University  of  London? — Yes. 

6611.  The  members  of  the  Commission  have  had 
your  evidence-in-chief  before  them  so  we  need  not 
trouble  you  to  read  it  now.  It  is  sufficiently  clear  and 
explicit,  but  the  members  of  the  Commission  will 
examine  you  upon  your  statement. 

6612.  Mr.  Kerly:  You  have  given  us  a detailed 
statement  based  upon  the  figures  for  1914?— Yes. 

6613.  You  do  not  go  beyond  1914  in  this  statement? 
—No. 

6614.  You  arrive,  if  I follow  it,  at  £85  a year  as 
the  minimum  for  a bachelor.  Does  that  apply  either 
to  a man  or  a woman? — Yes. 

6615.  And  £110  a year  for  a married  couple? — If 
the  wife  is  not  earning. 

6616.  Have  you  formed  any  estimate  of  the  proper 
corresponding  figures  at  the  present  time?— No,  1 
have  not  formed  any  estimate  that  can  be  in  any 
way  valid.  I think  there  is  no  adequate  measurement 
of  the  change  of  prices,  and  that  the  current  estimates 
are  not  at  all  soundly  based;  also,  it  is  evident  that 
the  existing  prices  are  not  those  which  are  likely  to 
be  current  at  the  time  the  Commission  reports.  I 
therefore  recommend  at  the  end  of  my  evidence  that 
the  question  of  the  movement  of  prices  should  be  post- 
poned as  long  as  possible. 

6617.  You  have  nothing,  therefore,  to  suggest?— I 
have  nothing,  therefore,  to  suggest  on  that  subject. 

6618.  I notice  you  do  not  deal  with  the  distinction 
between  town  and  country;  you  refer  to  it  incident- 
ally, but  are  you  prepared  to  make  any  suggestion  as 
to  the  modification  of  your  figure  of  £85,  for  instance, 
as  between  town  and  country? — I had  intended  my 
figure  to  apply  to  London,  in  which  case  the  corre- 
sponding figure  for  provincial  towns  in  the  country 
would  necessarily  be  lower.  I have  intended  them  in 
every  case  to  be  a reasonable  maximum. 

6619.  You  suggest,  upon  the  same  footing  of  1914, 
an  allowance  of  £20  for  each  child? — Yes,  that  is  so. 

6620.  You  deliberately  put  aside  the  fact  that  the 
child  of  a household  with  more  money  to  spend  costs 
more  than  the  child  of  the  poorest  household  ? I 
deliberately  put  that  aside  on  the  ground  that  I am 
thinking  of  taxable  income  above  the  minimum.  I 
may  add  that  I think  that  position  is  met  by  gradua- 
tion rather  than  by  exemption. 

6621.  Mr.  Mackinder:  With  reference  to  the  last 
paragraph  of  your  evidence-in-chief  you  are  facing 
the  change  of  the  level  of  prices,  and  you  are  sug- 
gesting postponement.  In  view  of  the  possibility  that 
even,  say,  a year  hence,  when  the  Chancellor  of  the 
Exchequer  may  take  action  on  anv  report  about  this, 
prices  may  not  have  reached  a very  stable  level,  and, 
in  fact,  may  vary  for  years  to  come,  have  you  given 
any  thought  to  the  possibility  of  applying  in  any  way 
the  principle  of  the  Tithe  Commutation  Act,  of  mak- 
ing the  amount  of  the  exemption  limit  vary,  not  in 
every  detail,  but  making  it  capable  of  variation  as 
a function  of  some  index  number  or  something  of 
that  kind  ? — It  had  occurred  to  me  that  the  exemption 
limit  might  be  modified  from  time  to  time  as  prices 
changed,  so  long  as  they  had  not  reached  an  equili- 
brium position,  but,  I think,  it  would  be  extremely 
difficult  to  get  an  index  number  that  would  meet  with 
general  approval. 
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6622.  Of  course,  at  the  present  time  for  rough  and 
quick  purposes,  I suppose,  we  may  say  that  prices 
have  doubled? — No,  that  is  exactly  the  position  I 
should  dispute. 

6623.  You  would  agree  that  they  have  very  largely 
risen  for  the  time  being? — Yes,  I would  agree  to  that. 

6624.  And  that  it  was  something  in  the  nature  of  a 
doubling?— I think  I would  decline  to  be  pinned  to  a 
figure. 

6625.  It  is  a very  large  percentage  increase,  at  any 
rate? — It  is  a considerable  increase. 

6626.  Chairman:  You  will  not  even  agree  to  the 
“ very  large  ”?— I am  afraid  of  that  presently  being 
interpreted  into  a number. 

6627.  Mr.  Mackinder : What  I am  really  driving 
at  is  whether  in  all  this  matter  you  do  not  think  that 
we  ought  to  face  the  possibility  of  very  great  change 
in  the  level  of  prices,  which  might  throw  out  alto- 
gether the  basis  of  settlement  on  a minimum?— I 
think  that  might  be  met  somewhat  as  follows : if 
shortly  before  the  report  is  made  an  investigation 
were  made  as  to  the  then  level  of  prices  as  compared 
with  pre-war  prices,  having  proper  reference  to  all 
the  difficulties  involved  in  that  measurement,  a for- 
mula might  be  made  which  would  fit,  let  me  say,  next 
March,  and  which  could  be  modified  without  chang- 
ing the  formula  for  subsequent  years. 

6628.  That  is  to  say,  suppose  you  had  a five-yearly 
revision  of  the  minimum  it  would  be  possible  to  estab- 
lish the  principle  in  an  Act  of  Parliament  from  the 
beginning,  and  you  would  only  have  to  apply  that 
principle  in  order  to  ascertain  the  right  minimum  for 
each  quinquennium? — I think  that  would  be  quite 
possible. 

6629.  Mr.  Synnott : Could  you  tell  us  on  what  par- 
ticular ground  you  think  that  this  figure  of  100  per 
cent,  increase  is  wrong?— A good  part  of  the  neces- 
sary analysis  was  done  in  the  report  of  the  Committee 
on  the  Cost  of  Living. 

6630.  That  is  one  ground  ?— ' Where  emphasis  was 
laid  on  the  difference  between  change  of  expenditure 
and  change  of  prices,  and  on  the  substitution  or 
goods  as  the  prices  of  different  commodities  moved  in 
different  directions. 

6631.  I take  it  you  include  prices  of  necessaries, 
that  must  be  so,  must  it  not?  You  would  not  include 
luxuries?— Excluding  luxuries.  I read  a paper  to 
the  Royal  Statistical  Society  in  April  in  which  I went 
much  more  in  detail  into  the  theory  of  the  subject, 
and  showed  why  I believed  the  index  number  issued 
by  the  Minister  of  Labour  was  not  completely  well 

k 6632.  I think  it  will  be  sufficient  for  us  if  you  point 
out  where  we  can  get  the  grounds  of  your  opinion. 
You  have  studied  this  question,  and  I am  quite 
familiar  with  one  of  your  works.  Do  you,  or  do  you 
not  think  that  since  the  rise  of  prices  there  has  been 
generally  amongst  the  wage-earning  class  an  adjust- 
ment in  wages  which  covers,  or  more  than  covers 
the  increased  cost  of  the  necessaries  of  life  have 
you  considered  that  question?— I have  certainly  con- 
sidered the  question,  but  it  has  appeared  to  me  that 
the  absence  of  adequate  statistics,  at  any  ratetothe 
public,  has  made  it  quite  impossible  to  give  anything 
like  a reasoned  answer. 
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6636.  How  would  you  make  the  distinction  between 
town  and  country  in  this  matter?  Do  you  consider 
it  necessary  or  not  to  have  a Hat  rate? — It  appears 
to  me  that  it  would  be  necessary,  for  administrative 
purposes,  to  have  a Hat  rate,  and  for  economic  reasons 
it  would  be  unsound  to  have  a differentiated  rate. 

6634.  And  therefore  the  result  is  that  you  must 
have  a maximum? — Yes. 

6635.  Have  you  considered  in  the  case  of  a married 
man,  who  already  gets  an  allowance  for  wife  and 
children,  whether  the  exemption  limit  should  be  the 
same  where  he  has  earners  in  his  family  living  in  his 
house,  sons  and  daughters?  Supposing  they  make 
an  income  of  £500  a year  between  tfiem;  do  you 
consider  that  that  is  a case  for  an  abatement  down 
to  £130,  or  £160? — I have  not  quite  grasped  the 
question,  I am  afraid. 

6636.  Supposing  five  people  in  a family,  a man, 
his  wife  and  grown  up  children,  all  wage-earners,  and 
the  grouped  income  is  very  much  larger  than  the 
limit  of  exemption,  do  you  consider  that  they  should 
be  entitled  to  exemption  and  pay  no  Income  Tax  at 
all  because  each  individual  is  under  the  limit? — I 
think  it  would  be  extremely  difficult  to  legislate  to 
the  contrary,  and  I see  no  strong  reason  why  the 
exemption  should  not  be  the  same  for  all  the  mem- 
bers of  the  family.  Of  course  I would  express  no 
opinion  about  the  abatements. 

6637.  You  see  the  point,  of  course? — Yes,  I do.  A 
large  family  income  from  members  of  the  family, 
not  husband  and  wife.  I would  suggest  that  if  a 
man  or  woman  continues  to  live  with  his  family  at 
the  age  when  he  is  earning  a considerable  income, 
he  is  practically  a boarder  there  and  his  expenditure 
is  very  much  the  same  as  if  he  was  living  in  separate 
lodgings. 

6638.  That  is  the  point? — Unless  he  is  deliberately 
sacrificing  some  amenities. 

6639.  Have  you  considered  the  increased  benefits 
which  have  been  given  to  persons  even  above  the 
present  limit  of  exemption — both  above  and  below — 
by  direct  subsidies  from  the  State?  You  allude  to 
education  in  your  paper,  and  there  are  many  others, 
are  there  not?  For  instance,  there  is  the  bread  sub- 
sidy,  the  old  age  pensions,  and  the  unemployment 
benefit,  which  might  indirectly  affect  the  expenditure 
of  a family;  have  you  considered  those  at  all?  They 
do  go  to  relieve  the  expenditure  of  the  family,  do 
they  not? — In  arriving  at  my  minimum  of  £85  I 
think  all  those  matters  are  considered  that  were  in 
existence  before  the  war. 

6640.  Some  have  been  increased  since? — And  the 
bread  subsidy  would  be  reflected  in  the  prices,  and 
the  cost  of  living,  I think,  would  not  enter. 

6641.  Mr.  Marks : In  the  final  paragraph  of  your 
proof  you  say : “ it  is  necessary  to  take  each  category 
separately  and  to  allow  not  only  for  change  in  prices 
but  also  for  changes  in  commodities.”  What  do  you 
mean  by  “changes  in  commodities”? — The  com- 
modities we  were  able  to  buy  in  1914  are,  in  many 
cases,  not  still  in  the  market,  and  the  standard  of 
purchase,  and  kind  of  purchase,  has  been  adjusted, 
and  will  no  doubt  reach  a new  equilibrium. 

6642.  Mr.  Walker  Clark : In  the  first  paragraph 
of  your  evidence-in-chief  you  refer  to  indirect  taxa- 
tion. Mr.  Synnott  pretty  well  thrashed  that  out,  and 
1 dq  not  want  to  labour  it.  You  have  not  considered 
there  the  present  relationship  of  indirect  taxation 
towards  your  policy ; it  is  merely  the  pre-war  1914 
relationship? — I have  not  considered  it  separately 
for  the  present  year  except  in  so  far  that  in  para- 
graph (4)  I speak  of  indirect  taxation  of  luxuries  and 
recreation.  The  amusement  tax  is  since  the  war. 

6643.  I was  rather  referring  to  the  point  which 
Mr.  Synnott  alluded  to,  the  subsidy  received  by  the 
taxpayer,  not  the  contribution  made  by  the  tax- 
payer?— No,  I have  not  named  that  in  my  proof. 

6644.  Have  you  considered  it  with  reference  to  the 
figures? — Except  in  the  case  of  the  bread  subsidy  it 
simply  enters  into  the  prices;  it  is  met,  I think,  by 
that. 

6645.  In  paragraph  7 of  your  evidence-in-chief 
you  allude  twice,  I think,  to  the  ability  to  bear  tax ; 
is  that  the  basis  of  your  findings  throughout? — Yes, 
speaking  only  of  the  raising  of  the  exemption  limit, 
and  not  of  abatements  at  all. 


6646.  Do  you  consider  that  it  is  in  the  interests 
of  good  government  that  a very  large  proportion  of 
the  voters  should  be  exempt  from  direct  payment  of 
tax? — Certainly  not. 

6647.  Of  course  it  follows  that  those  who  do  not 
pay  direct  taxation  should  not  have  a vote? — That 
is  not  my  conclusion. 

6648.  These  alterations  which  you  suggest  would 
lead  to  considerable  variation  in  the  Revenue.  Have 
you  any  practical  suggestions  to  make  to  us  for 
making  good  the  loss  ? — I should  have  been  inclined 
to  6ay  that  they  would  have  led  to  increased  revenue 
—exemption  limit  at  £85  instead  of  £130. 

6649.  Mr.  May : In  your  statement  that  prices  are 
not  sufficiently  stable  to  enable  you  to  compute  the 
increase,  and  that  they  will  be  probably  more  stable 
at  the  end  of  this  inquiry,  is  the  assumption  that 
they  will  go  down? — Not  necessarily. 

6650.  Have  you  any  reasoned  basis  upon  which  to 
form  any  conclusions  as  to  the  tendencies  of  prices 
during  the  next  year  or  so? — No,  none  that  is  not 
open  to  every  member  of  the  Commission.  I have 
made  no  special  forecast  on  any  scientific  data. 

6651.  Is  it  a fair  assumption  on  your  evidence  that 
you  would  favour  a pro  rata  increase  of  the  exemp- 
tion limit  corresponding  to  the  increase  of  prices  at 
at  any  given  period? — If  the  price  movement  was 
sufficiently  great — a movement  of  let  us  say,  10  or 
2D  per  cent,  which  would  really  affect  the  question. 

6652.  I do  not  want  to  fix  you  to  any  figure  as  you 
have  expressed  an  objection  to  it,  but,  for  the  sake 
of  argument,  supposing  we  assume  that  prices  at  the 
present  moment  are  50  per  cent— they  are  probably 
more — above  those  of  1914,  would  I be  right  in  assum- 
ing that  you  favour  the  increase  of  your  limit  of 
exemption  by  50  per  cent.? — Yes;  there  might  be 
some  modifications  in  detail,  for  some  prices  move  in 
cpiite  a different  way  from  others,  but  generally  I had 
in  mind  that  every  one  of  these  figures  would  be 
increased  by  that  percentage  which  irt  was  found  that 
a price  index  number  applicable  to  this  range  of 
income  suggested. 

6653.  But  any  official  figures,  such  as  those  you  have 
referred  to  of  the  Committee  on  the  Cost  of  Living, 
would  take  into  account  all  those  changes.  I think 
you  pointed  out  that  they  have  already  done  so. 
They  have  taken  into  account  the  changing  over  of 
the  population  from  certain  classes  of  goods  to  other 
classes  of  goods  which  are  now  available,  and  there- 
fore any  conclusions  arrived  at  on  official  inquiry 
would  take  into  account  all  these  differences  that  you 
suggest?— Certainly.  I should  say  that  in  the  Cost 
of  Living  Inquiry  the  method  used  was  not  to  answer 
this  question  but  a somewhat  different  one,  and  the 
method  would  have  to  be  modified  in  some  quite  essen- 
tial ways  to  apply  to  the  question  of  the  exemption 
limit. 

6654.  May  I take  it  that  you  would  favour  also  a 
similar  increase  in  the  amount  of  allowance  for  wives 
and  children,  for  example? — Yes. 

6655.  You  do  not  say  anything  in  your  evidence 
about  abatements.  Have  you  formed  any  opinion  as 
to  the  proper  relation  between  abatement  and  exemp- 
tion?—No,  I have  formed  no  opinion.  I have  not 
studied  that  subject  as  it  was  not  referred  to  me  in 
any  special  way. 

6656.  I want  to  know  whether  this  is  your  view, 
that  from  the  point  of  view  of  the  Revenue  the 
standard  of  life,  to  put  it  in  a trite  phrase,  should 
be  protected  from  taxation  and  that  there  should  be 
an  exemption  up.  to  what  is  a recognized  standard  of 
living? — The  minimum  standard  of  living,  yes,  not 
the  conventional  standard.  What  I mean  is  the  stan- 
dard that  has  been  obtained  by  persons  whose  incomes 
are  in  the  neighbourhood  of  the  exemption  limit, 
which  is  above  a theoretical  minimum  for  the  working 
class,  but  below  the  conventional  expenditure  of  the 
middle  class  whose  incomes  are  somewhat  greater. 

6657.  You  have  been  asked  questions  with  reference 
to  such  things  as  benefits  that  people  with  lower 
incomes,  working  men  and  women,  may  obtain 
through  pensions,  and  so  on,  as  minimising  their 
direct  contribution  to  the  State.  Have  you  considered 
at  all,  from  the  point  of  view  again  of  the  Revenue, 
the  desirability,  or  otherwise,  of  making  every  wage- 
earning person  a direct  contributor  to  taxation? — I 
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have  nob  considered  that  very  closely,  because  the 
difficulties  of  collection  are  so  considerable,  and  also 
the  difficulty  of  obtaining  the  relation  in  such  pay- 
ments to  any  standard  of  life  is  so  extremely  difficult. 

6658.  My  point  is  that  to  adopt  the  principle  of 
the  direct  contribution  of  every  wage-earning  person 
would  do  away  at  once  with  your  exemption  of  the 
standard  of  living? — Yes. 

6659.  The  exemption  of  the  standard  of  living  would 
nob  continue,  in  such  a case? — That  is  so. 

6660.  And  you  have  not  formed  any  opinion  as  to 
the  desirability  of  taking  that  course? — No,  I have 
formed  no  definite  opinion  ; I have  not  considered 
the  question  closely. 

6661.  Mr.  Bowerman:  Do  you  feel  that  if  your  idea 
of  an  exemption  limit  of  £110  for  a married  couple 
was  agreed  upon  it  would  be  very  popular  in  this 
country  ? — No,  I do  not  suppose  it  would  be,  but  what 
exemption  limit  would  be  popular? 

6662.  I notice  in  your  proof  you  suggest  that  an 
unmarried  manual  worker  was  comfortably  off  on  £1  a 
week  in  1914.  Is  that  your  own  view,  or  one  that  you 
have  gleaned  from  other  people? — It  is  my  own  view 
from  observation  of  the  way  in  which  payments  are 
made  by  unmarried  men  living  with  their  own 
families  or  lodging  with  others. 

6663.  You  have  never  heard  the  manual  labourer 
himself  express  that  view? — No,  I have  not  heard  him 
express  it,  but  when  the  man  had  paid  10s.  or  12s.,  as 
he  used  to,  for  board  and  lodgings,  and  had  8s.  left 
over,  I have  seen  him  enjoying  himself. 

6664.  I must  not  ask  you  in  what  way  he  enjoyed 
himself,  but  1 would  like  to  know,  has  that  been  a 
matter  of  observation  in  London  or  in  the  country  ? — 
As  regards  those  particular  figures,  I base  them  rather 
on  Reading,  and  other  provincial  towns,  for  which  I 
have  examined  special  statistics. 

6665.  You  really  suggest  that  2os.  per  week  is  suffi- 
cient for  two  married  persons  to  live  upon  reasonably 
and  comfortably? — Of  course,  in  1914. 

6666.  Yes? — It  depends  upon  what  meaning  one 
attaches  to  “ reasonably  and  comfortably.”  The 
greater  part  of  the  working  class  before  they  have 
children  have  been  living  on  that  sum  • they  have  been 
living,  I think,  reasonably,  and  I think,  in  all,  not 
uncomfortably. 

6667.  Would  you  not  rather  suggest  that  they  have 
been  existing  rather  than  living? — I should  not  say 
so;  I think  they  have  been  enjoying  life.  Perhaps  I 
might  say,  as  I believe  this  goes  into  print,  that  I am 
not  in  any  way  advocating  the  25s.  in  1914  as  the  best 
possible  wage.  I am  only  answering  the  question 
directly  that  the  working  “class  living  on  that  sum 
were  not  unhappy. 

6668.  Chairman:  The  position  that  you  occupy 

means  that  great  weight  will  be  put  upon  a statement 
of  yours,  and  the  examination  of  Mr.  Bowerman  and 
Mr.  May  is  to  find  out  really  whether  you  have  gone 
deeply  into  the  fact  that  this  amount  of  money  in  1914 
was  sufficient  for  them  to  live  decently  on  or  not. 
They  want  to  find  out  what  authority  you  have.  Have 
you  investigated  really  seriously  that  statement? 

6669.  Mr.  Bowerman:  And  particularly  in  view  of 
the  fact  that  you  are  suggesting  a lower  exemption  to 
bring  more  people  in? — Perhaps  I might  say  some- 
thing further  on  the  question. 

6670.  Chairman:  Yes,  because  this  is  an  important 
matter? — The  expenditure  of  25s.  is  the  average  found 
from  the  budgets  that  were  used  by  the  Cost  of  Living 
Committee,  not  which  were  collected  by  them,  but  the 
pre-war  budgets  which  were  used,  and  it  corresponds 
to  the  income  of  the  partly  skilled  artisan  in  the  pro- 
vincial town.  The  question,  as  I understood  it,  was 
whether  the  life  that  such  a man  could  live  with  his 
wife  as  sole  dependant,  and  with  no  special  circum- 
stances calling  for  expenditure,  was  unreasonable  and 
uncomfortable.  I think  common  observation  of  any 
people  who  have  watched  the  working  class,  or  seen 
them  in  their  homes,  or  seen  their  homes,  would  give 
answer  to  the  question  that  life  was  not  uncomfort- 
able so  long  as  the  money  was  coming  in  regularly, 
and  there  were  no  special  anxieties,  and  I do  not 
think  that  the  word  “ unreasonable  ” can  properly  be 
applied.  The  standard  of  25s.  in  1914  as  the  average 
of  the  working  class  in  the  provincial  towns  was 
higher  than  that  of  30  years  ago  and  higher  than  that 


of  the  old  industrial  counties.  1 think  one  cannot 
say  that  the  standard  was  unreasonable,  but  that  does 
not  in  any  way  mean  that  one  would  not  have 
welcomed  a much  higher  standard. 

6671.  In  answer  to  one  question  you  said  you 
had  not  considered  the  equivalent  to-day  as  against 
that  of  1914? — 1 have  not  got  any  figure  which  I 
think  ought  to  go  in  the  evidence.  May  1 further  say 
that  before  I come  to  the  exemption  limit  I screw 
up  that  25s.  quite  perceptibly  up  to  about  the 
standard  of  the  skilled  artisan,  and  then  above  that 
limit  it  appears  to  me  the  taxable  capacity  begins; 
indeed,  it  is  not  unreasonable  to  ask  a man  for  a 
shilling  or  two  shillings  (whatever  the  rate  may  be; 
in  the  £ beyond  that  limit. 

6672.  Mr.  Bowerman:  May  I suggest  to  you  that 
12s.  6d.  per  week  even  in  1914  would  simply  enable 
a man  or  a woman,  or  both,  to  screw  out  an  existence  i 
— I am  afraid  I must  differ  from  that.  An  unmar- 
ried man  boarding  with  a family,  for  example  an 
engine  driver  living  in  Reading  for  the  convenience 
of  his  work,  paid  a sum  of  that  kind  for  board  and 
lodging.  He  was  feeding  with  the  family  on  the 
scale  which  artisans  generally  use.  The  landlady  was 
making  a profit  in  that,  at  any  rate,  she  was  getting 
part  of  the  rent  of  her  house  and  a small  sum  for 
her  services. 

6673.  If  in  1914  the  limit  of  £110  which  you  suggest 
was  a reasonable  sum,  at  the  present  time  it  would 
mean  at  least  £200  or  £220,  taking  prices  into  con- 
sideration?— That,  of  course,  is  the  opinibn  that  1 
am  trying  to  avoid  expressing.  I admit  that  the 
£110  does  not  stand,  and  that  a higher  sum  would 
be  put  in  its  place.  I am  not  even  saying  that  £220 
is  too  high.  My  point  is  simply  that  one  has  not 
adequate  information  for  getting  the  factor. 

6674.  Mrs.  Knowles : You  say  we  should  put  off  the 
consideration  of  the  minimum  until  the  report.  How 
would  you  advocate  that  we  should  arrive  at  that 
minimum,  say,  in  March,  1920?  Will  the  Board  of 
Trade  'figures  do?  They  bring  them  out  every 
month,  or  every  three  months,  do  they  not? — They 
are  brought  out  monthly.  No,  I think  they  would 
not  do.  I think  the  Commission  should  make  a 
special  investigation,  using  the  material  of  the 
Ministry  of  Labour,  as  well  as  any  other  material. 
In  particular,  what  is  valid  for  working-class  ex- 
penditure and  the  working-class  budget  is  not  neces- 
sarily valid  for  the  income  of  a school  teacher  or  of 
a married  clerk. 

6675.  Then  you  suggest  that  before  this  Commission 
reports  we  should  ask  the  Ministry  of  Labour  to  work 
out  a maximum  ? I thought  you  did  not  agree  with 
their  figures  at  any  time? — I suggest  that  some  in- 
quiry should  be  made.  It  is  for  the  Commission  to 
decide  what  kind  of  inquiry.  In  the  papers  to  which 
I have  referred  can  be  seen  my  view  and  the  view 
of  the  Committee  on  the  Cost  of  Living,  and  that,  I 
think,  would  not  lead  to  direct  adoption  of  the  figure 
that  is  published  in  the  Labour  Gazette.  I might 
further  say,  however,  that  when  prices  tend  to  become 
normal,  if  ever  they  do,  the  difficulty  of  measure- 
ment and  the  discrepancy  in  the  different  measure- 
ments will  tend  to  disappear. 

6676.  You  have  been  engaged  recently  in  investi- 
gating the  cost  of  living  in  foreign  countries  with 
regard  to  consuls  abroad? — That  is  the  case. 

6677.  It  would  not  be  fair  to  tax  in  this  country 
British  consuls  living  abroad  on  the  basis  of  the  cost 
of  living  here  when  the  cost  of  living  is  so  much 
higher,  we  will  say,  in  Spain? — No,  it  would  not. 

6678.  Our  consuls  abroad  are  taxed  at  the  present 
moment  on  their  income  derived  from  the  Govern- 
ment here;  they  live  in  a foreign  country  and  pay 
very  much  higher  for  the  cost  of  living  there,  in 
Spain  and  Denmark,  for  instance? — There  have  been 
some  exemptions,  or  partial  exemptions,  of  Income 
Tax  in  the  case  of  diplomatic  and  consular  salaries. 

6679.  On  that  ground ?— Partly  on  that  ground; 
certainly  on  that  ground  with  reference  to  the  special 
cost  of  living  in  those  countries. 

6680.  Could  we  take  your  figures  working  out  the 
cost  of  living  in  foreign  countries  and  apply  them  to 
this  country  in  March  of  1920;  would  that  work  ? 

I am  afraid  the  figures  I obtained  for  foreign 
countries 
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6681.  But  your  method,  I mean? — The  information 
as  regards  foreign  countries  is  very  difficult  and 
very  scanty.  The  information  we  have  for  this 
country  is  very  much  more  complete,  and  more  easily 
intelligible  to  us,  and  certainly  I think  we  should 
have  to  obtain  statistics  from  this  country  for  the 
purpose,  but  I do  not  think  it  would  be  very  arduous 
or  very  difficult. 

6682  You  cannot  suggest  any  plan  by  which  one 
would  be  able  to  obtain  it  other  than  the  Ministry 
of  Labour  figures?— I suggest  a small  sub-committee, 
it  1 may,  to  go  into  that  question  including  not  only 
the  Ministry  of  Labour  figures  but  whatever  other 
information  there  was  available. 

6683.  Mr.  Eolland-Martin : You  suggest  that  if  a 

wife  works,  probably  her  place  in  the  home  will  have 
to  be  taken  by  a servant,  and  there  might  be  some 
reason  for  giving  her  an  additional  allowance. 
Would  that  allowance  be  given  only  if  the  servant 
was  actually  kept,  or  if  the  wife  simply  said : “lam 
m receipt  of  £50  a year,  and  therefore  I am  not 
able  to  work  at  home,  and  I should  have  an  allow- 
ance  : I think  the  allowance  would  be  given  in  any 

case  for  simplicity,  and  if  a wife  was  really  at  work 
during  full  working  hours  she  would  be  almost  bound 
to  lure  some  help  of  some  kind  or  another. 

6684.  Would  you  suggest  that  that  should  be  an 
allowance  of  say,  £50;  you  mention  £50  there?— 
JNot  £50  I think. 

„„6685imOU  “f7  a household  « no  better  off  when  she 
earns  £5U  and  pays  the  same  sum  for  help  ? — That  is 
not  with  reference  to  the  exemption  limit;  that  i«> 
merely  a figure  for  illustration.  In  the  matter  of 
the  exemption  limit  I give  an  estimate  in  paragraph 

4 of  my  evidence-m-chief,  and  I allow  £15  in  1914 
for  the  kind  of  domestic  help  which  would  be  neces- 

S?°h  S CTL1VTOuld  be  very  much  more  now. 

6686.  6ir  E.  Nott-Bower : You  know,  I daresay, 
that  under  the  existing  Income  Tax  law,  in  the  case 
%-nn  mf™ed  couPle  Pilose  income  does  not  exceed 

5 a Wlfe  6arnS  money  seParately  her  income 
is  reckoned  as  a separate  income  ?— Yes. 

altogether  P-— Yes!™  £“°  ‘ ^ b®  <™>K* 

6688  I gather  from  what  you  were  saying  just 
now  that  m principle  yon  approve  of  that;  you  think 
that  provision  is  sound?— In  principle  I approve  of 
some  allowance,  but  the  allowance  that  I have  ob- 
tamed  by  the  method  that  I have  followed  is  a good 

method*  han  8 le  re3cbed  by  tbe 
such89'  %■'  M1ackinder:  If  you  were  asked  to  do 

refer/  d°  y°U  lhl"k  tbat  y0U  c°uM  draft  a 

reference  to  a committee  to  enquire  into  this 

of  maintenance  next  March  in  such 

no t mo f,  a COmmi‘tef  wouM  be  asked  to  produce, 

not  merely  a figure  calculated  according  to  the  prices 
of  next  March,  but  a formula  of  some  such  simple 
character  (by  ' formula  " I do  not  necessariVmean 

an  Acf/f  Pa  r m^a)-  tbat  C3“  be  ’'"eluded  in 
an  Act  of  Parliament  in  the  same  way  as  tithe 

to“extraact0f  " d+0i,aIt  W‘tb’  3nd  so  would  onabie  us 
“£°m  ,tbe  oommittee  a method  of  fixing 
an  adjustable  minimum  according  to  the  prices  as 

futnri  T/rlA^  UP  er  upward  or  downward  in  the 
future.  Admitting  your  principle  that  they  must 

rSencPr?ClaMn  do  yon  tbillk  yon  could  draft  a 
j1"  rUCb  3 form  as  would  extract  from  a 
fthlnk  'it  w ntatlfuiail“-tllat  kind  of  fo™ula  ?- 

TittrComm/utio“lctS  ^ “ deflaite  38  ip  *ba 

menfi't  ^ ?~T  bMuk  in  tb®  Act  of  Parlia- 
ment  it  would  not  be  possible  to  give  a formula  but 
only  to  give  a reference  in  principle  the  details  of 
which  were  to  be  worked  out  ty  theVoper  airthority 
foSa 1 IPw™  d Saidl 1 idld  "°4  meaa  3 mathematical 
as^ formufa P— Yes. lnc  ude  3 statement  of  principle 

. d6.9?:  ? am  speaking  to  you  as  one  of  the  leading 
“d  1 asking  yon  whether  you  muld 
put  into  language  that  would  be  understood  by  fellow 
statisticians  a reference  which  would  enable  thn  rnm 
<***■  a form  of  words  such  as  mfghtT; 
put  into  an  Act  of  Parliament,  or,  at  any  rate,  be 


put  into  our  Report,  with  a view  to  extracting  an 
c^justabio  figure,  .and  not  an  absolute  figure,  for  next 
larch?— I think  it  would  be  possible  to  draft  such 
a question  and  then  it  would  be  a question  of  fact 
whether  the  statisticians  were  capable  of  producing 
tile  appropriate  information. 

6693.  Quite  so,  but  you  would  know  what  the  kind 
of  information  would  be? Yes. 

®VDd-  ,iberef?1'e>  y°u  would  probably  be  the 
t SisP  T°d  tbe  question  to  tlie  statis- 

MuTs'ifVV  kU'W  wbetkor  you  oould  possibly 

atuSion^Sr”  th°“Bht  40  taye  8“b 

diS: Could  you  take  the  existing  con- 
dition of  things  and  give  us  a paper  similar  to  this 
thiw  f istm8  s,tato  of  things.  The  difficulty  is  that 
this  statement  of  wages  looks  to  us,  in  the  revelation 
stran™  ,BJj0,nZ°n  at  ‘ho  present  moment,  absolutely 
strange.  The  wages  put  down  there  as  being  living 
wages  are  in  these  days  totally  non-understifndable! 
Oan  you  take  the  existing  position  of  things  and  work 
out  your  problem  from  that  now?— Not  now  but  it 
may  be  at  a later  date  possible  to  get  better  informa- 

I 6b96'.  iB!if°r?  wf  s°  further— say,  in  December?— 

I should  think  at  the  end  of  the  year  it  would  be 
possible,  at  any  rate,  to  form  some  opinion,  and  to 
d 6RQ7  °mf  f,°rmu  3 whlch  oould  bo  adopted. 

S'  Tbat  woo  d help  us  in  our  investigation. 

6698.  Mr.  Mackinder  : 1 am  very  anfious  to  face 
Probably  the  facts  will  be  of  a very 
SEEPS?!  character  by  the  end  of  the  year,  but  we 
th|hAct°fP 'r8,.sometlllug  which  could  be  included  in 
*m  adiistmmt  fT114  yoar  which  would  enable 

Tbinv  / be„nlad°.  say,  two  years  afterwards, 

lex?  Marc£  g°  " ^ aW3y  fr0m  anytbiug  we  settle 

Mr6MacH?r0’,:  1 what 

6700.  Mr.  Marks : I do  not  quite  understand  Mr 

rom™W  •Do  1 ffather  that  he  wants  some 

oompetent  statisticians  to  provide  some  figure  with 

toZUrb  86  PT'h'6,.4?  very  within  limits  according 
6TO1  “ndltl0na  as  to  these  index  numbers? 

Mr.  Mackinder : It  seems  to  me  most  undesir- 
able that  whatever  settlement  the  Chancellor  of  the 

i.iTer  mak?S'  based  oa  °ur  Report,  should  b“ 
opened  up  again  two  or  three  years  afterwards 

cffiiSeand  Tf  T4”  gr<>at  aad  feelinS  between 

1 • f !*  were  possible  I should  like  to  arrive 

the  n p *wp  ef  whlcb  oouId  be  incorporated  in 
the  Act,  so  that  whenever  the  index  figure  of  the  cost 

nnwTrd8  '"“'a6'1  by  more  than  a certain  amount,  cither 
lip waid  or  downward,  it  should  be  possible  to  have 
%no1Uram?nt  by  machinery  provided  beforehand. 
b/UA  Chairman : A sliding  scale. 

R7fU  Jrr'  ^cYmHT  \ Yes’  {t  comes  10  tliat- 
6/04.  Mr.  Kerly.  I should  like  to  see  if  you  can 
clear  my  mind  a little  bit  on  this  for  me.  Suppi? 
you  take  as  your  basic  factor  something  of  thissort 
f a‘  be  ?f  JO  loupes,  1 pairE„f  boota.Zd 

wonid  f t uat  1S  the  8014  of  function  that  you 

would  set  up,  is  it  not,  and  if  that  comes  to  5s.  to-chiy 

to-,.  ™?Xt  yeac  comes  t0  7s'  6d-,  than  you  would 
TaSt' S/reS  by  6°,Per  cent? — Subject  to  the 
ti/i  * J4^34  ze  may  311  h®  burning  wood  at  that 

time  if  wood  has  been  substituted  for  coal. 


6705.  I quite  appreciate  the  difficulty,  and  I am  not 

So?Te  rgtha4t4W  be  41,6  rigbt  “mmodities! 

01  then  respective  quantities.  Do  you  think  that  a 
figure  for  any  given  moment,  or  any  given  period  o? 
way1?'  Y??  Ib6l  W°*vet  °Ut  B°mething  in  that  sort  of 
7et, isHWm  f ° I”1  S°'  3nd  fbe  reason  why  tlio 

ctual  formula  is  not  appropriate  to  an  Act  of  Parlia- 
ment is  that  there  would  have  to  be  some  latitude  in 

67o7  U?r  t?  t 414Uti™  “nd  cb“"ge  of  CU8t°m. 

b70b.  Upon  that,  appreciating  that  we  can  rmlv 
diaw  a rough  and  ready  line,  would  it  not  do  to  take 
nal  ft  » uuyfbiug  else?-No,  I think  certain!? 
not.  If  wo  took  the  loaf  only  we  have  an  increased 
expense  now  of  54  per  cent  T rt . ,creased 

arti'fidallv 

one  went  hack  for  any  period  of  time  for  XclTLJe 
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are  figures  one  would  find  that  the  price  had  not 
moved  in  the  same  direction,  or  to  the  same  amount, 
as  the  price  of  commodities  in  general. 

6708.  Mr.  Mackinder:  Does  not  the  discussion 

which  has  taken  place  rather  suggest  that  Professor 
Bowley  might  exercise  his  ingenuity  in  framing  the 
question? 

6709.  Chairman : We  have  that  in  mind. 

6710.  Mr.  Kerly : Your  allowance  for  travelling 
seems  to  me  to  be  extraordinarily  low  in  such  a town 
as  London,  for  instance.  Have  you  specially  con- 
sidered the  case  of  a non-residential  town  such  as 
London  is;  no  clerk  could  do  his  week’s  travelling  on 
Is.? — Very  many  school  teachers  must  do  so  if  they 
live  within  a couple  of  miles  of  their  schools. 

6711.  And  there  is  a tramway  available? — Yes. 

6712.  It  is  only  a penny  fare  each  way  then? 

6713.  Mr.  Walker  Clark:  A halfpenny  fare;  there 
are  four  journeys? — I think  it  may  he  too  low  for 
London,  and  I should  make  no  objection  to  it  being 
raised,  but,  on  the  other  hand,  there  are  only  three 
or  four  towns  in  England  where  much  travelling  to 
work  is  customary  among  the  poorer  middle  class. 

6714.  Mr.  Kerly : I should  like,  in  all  ignorance 
and  modesty  to  put  this  to  you  : I have  an  impression 
that  the  oost  of  living  in  London  for  the  working 
classes  is  nearly  50  per  cent  higher  than  in  any  other 
part  of  this  Kingdom;  is  that  anywhere  near  the 


figure? — The  report  of  the  Board  of  Trade  on  the 
cost  of  living  and  the  prices  in  different  towns  to 
which  I refer  is  Cd.  6955  which  goes  into  that 
question ; I do  not  remember  the  answer. 

6715.  Mr.  Synnott : Was  not  that  due  to  war  con- 
ditions?— No,  in  1912. 

6716.  Mr.  Kerly:  I am  asking  Professor  Bowley  if 
he  would  just  give  the  information.  Is  not  the  figure 
something  of  that  character ; does  not  London  stand 
altogether  apart  with  regard  to  the  cost  of  living? — I 
should  not  like  to  assent  to  any  figure  there.  It 
would  be  possible  to  work  out  what  it  was  in  1912, 
but  I have  not  in  my  mind  what  the  difference  would 
be.  The  main  difference  is,  of  course,  rent  and 
travelling  in  those  occupations  where  journeys  beyond 
the  penny  tram  fare  are  necessary.  As  regards  food 
it  was  as  cheap  in  London  as  in  provincial  towns, 
except  possibly  for  some  garden  produce. 

6717.  And  there  is  the  cost  for  the  worker  aw'ay 
from  home  of  getting  his  mid-day  meal  near  his 
place  of  work? — That  applies  to  men  in  the  building 
trade,  for  example,  in  the  provincial  towns,  and  in 
very  many  occupations. 

6718.  Quite.  It  does  not  apply  so  much  in  the  case 
of  a man  who  takes  his  meal  with  him? — There  is 
nothing  to  prevent  a Londoner  from  taking  his  food 
with  him. 


Mrs.  E.  Ayres  Pdrdie,  F.L.A.A.,  on  behalf  of  the  Women’s  Freedom  League,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
her  evidence-in-chief  : - — 

Married  women  and  Income  Tax. 

6719.  (1)  My  experience  of  Income  Tax  procedure 
as  it  affects  married  women  is  based  upon  twelve  years’ 
daily  experience  in  dealing  with  Income  Tax  matters 
of  every  kind  for  all  classes  of  the  community,  both 
civilians  and  members  of  the  military,  naval  and 
air  forces.  Married  persons  have  naturally  pre- 
dominated, as  they  are  in  the  majority  amongst 
income-owning  and  tax-paying  adults. 

6720.  (2)  My  statement  consequently  deals  with 
actual  facts  and  conditions  which  can  without  excep- 
tion be  proved  by  reference  to  documents  accumulated 
since  1907  and  to  official  records.  While  I do  not 
admit  that  the  attitude  of  the  Crown  to  married 
women  has  any  authority  in  law,  I am  yet  prepared 
to  prove  that  even  if  it  rested  on  law  it  involves  a 
state  of  affairs  which  cannot  continue  to  exist  in  a 
democratic  state. 

Income  Tax  Act,  1918. 

Incapacitated  Person  means  any  infant , married 

woman,  lunatic,  idiot,  or  insane  person.  (S. 237). 

6721.  (3)  This  oonveys  the  grossest  insult  to  many 
millions  of  responsible  citizens,  members  of  the  elec- 
torate of  a so-called  free  and  democratic  community. 
These  cannot  consistently  be  both  responsible  electors 
and  on  a par  with  lunatics. 

6722.  (4)  The  legal  marriage  relation  is  here 
brought  iinto  utter  disrepute  by  this  derogatory 
assertion.  Those  women  who  have  preferred  a civil 
or  religious  ceremony  to  living  in  irregular  relations 
are  classed  with  the  irresponsible  feeble-minded  and 
insane. 

6723.  (5)  In  contrast  with  women  who  are  nominally 
married  only,  the  advantage  is  wholly  on  the  side 
of  the  latter.  The  modern  intelligent  young  woman 
naturally  becomes  inclined  to  despise  and  to  dispense 
with  any  thing  which  will  bring  her  within  the  above 
category,  and  the  Women’s  Freedom  League  protests 
most  emphatically  against  the  policy  of  branding 
married  women  as  inferior  to  unmarried  women ; 
marriage  is  a commonplace  incident  in  life  which 
confers  neither  inferiority  nor  superiority  on  any 
person,  male  or  female. 

6724.  (6)  The  clause  may  also  be  taken  as  reflecting 
the  greatest  discredit  on  husbands  at  large,  as  it 
implies  that  willingness  to  be  legally  bound  to  a man 
is  in  itself  evidence  of  low  mental  capacity  in  a 
woman,  a somewhat  inviduous  tribute  to  the  general 
character  of  husbands  as  a class. 

6725.  (7)  Whether  considered  as  an  insult  to 
women  who  marry,  or  to  the  men  they  marry,  it  is 


gratuitous  and  uncalled  for,  because  wholly  untrue. 
Married  women  are  not  incapacitated  persons,  and 
assertions  to  the  contrary  effect  are  false  and  de- 
signed to  mislead.  In  actual  practice  their  capacity 
for  paying  Income  Tax  is  entirely  indisputable;  dur- 
ing the  last  forty  years  such  capacity  has  been  rated 
by  the  Crown  higher  than  that  of  all  other  members 
of  the  community,  being  at  the  highest  current  rate 
on  the  whole  of  even  the  most  imperceptible  of 
incomes.  In  law  also  their  incapacities  as  regards 
their  own  property,  either  capital  or  income,  were 
removed  forty  years  ago  by  Parliament  when  a 
married  woman  secured  the  sole  right  to  her  own 
property  to  have  and  to  hold  as  her  own  and  to 
dispose  of  as  her  own,  but  which  the  Crown  presumes 
to  dispose  of  without  reference  to  her.  By  the  Act 
for  the  Representation  of  the  People  Parliament 
conferred  on  women  political  power,  which  is  the 
supreme  mark  of  freedom,  responsibility  and  equality, 
and  a class  cannot  be  singled  out  from  amongst 
politically  free  and  equal  people  and  labelled  as 
irresponsible  and  in  subjection. 

16.  A married  woman  acting  as  a sole  trader , or 
being  entitled  to  any  property  or  profits  to  her 
separate  use,  shall  be  assessable  and  chargeable  to 
tax  as  if  she  were  sole  and  unmarried: 

Provided  that — 

(1)  the  profits  of  a married  woman  living  with 

her  husband  shall  be  deemed  the  profits 
of  her  husband,  and  shall  be  assessed  and 
charged  in  his  name,  and  not  in  her  name 
or  the  name  of  her  trustee;  and 

(2)  a married  woman  living  in  the  United 

Kingdom  separate  from  her  husband, 
xchether  the  husband  be  temporarily  absent 
from  her  or  from  the  United  Kingdom  or 
otherwise,  who  receives  any  allowance  or 
remittance  from  property  out  of  the  United 
Kingdom,  shall  be  assessed  and  charged  as 
a feme  sole  if  entitled  thereto  in  her  own 
right,  and  as  the  agent  of  the  husband 
if  she  receives  the  same  from  or  through 
him,  or  from  his  property,  or  on  his  credit. 

[Income  Tax  Act,  1918,  General  Rules  for  all 
Schedules,  No.  16.] 

6726.  (8)  The  enacting  clause  herein  (being  the 
“ principal  enactment  ” for  married  women)  is  ab- 
solutely contradicted  by  the  first  proviso  thereto 
making  them,  by  reason  of  their  fundamental  oppo- 
sition, irreconcilable  and  mutually  destructive  and 
thereby  bringing  the  law  into  ridicule  and  contempt. 
They  cannot  intelligently  co-exist,  for  while  the 
enacting  clause  properly  regards  a married  woman 
as  an  individual  and  a unit  of  taxation  and  imposes 


330 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


16  July,  1919.] 


Mrs.  E.  Ayres  Pdrdie. 


[ Continued . 


the  tax  upon  her  precisely  as  on  any  other  subject,  the  Commissioners  of  Inland  lievenue,  either  by  a 

the  first  proviso  forthwith  repudiates  this  consistent  husband  or  wife,  within  six  months  before  the 

and  constitutional  attitude,  removes  the  liability  just  sixth  day  of  May  in  any  year  of  assessment,  income 
created,  and  imposes  the  tax  on  another  subject.  tax  for  that  year  shall  be  assessed,  charged  and  re- 

Ihe  second  proviso  is  equally  illogical,  and  meaning-  covered  on  the  income  of  the  husband  and  on  the 

less  m the  sense  of  the  first  proviso,  and  attempts  income  of  the  wife  as  if  they  were  not  married,  and 

to  apply  it  to  actual  facts  produce  most  nonsensical  all  the  provisions  of  this  Act  with  respect  to  the 

conclusions.  1 he  Crown  relies  solely  on  the  first  assessment,  charge,  and  recovery  of  tax,  and  the 

P^0™-  , Therefore,  if  the  enacting  clause  were  penalties  for  failure  to  deliver  a statement  of  profits 

" holly  deleted  and  the  first  proviso  raised  to  an  or  gains,  shall,  save  as  otherwise  provided  by  this  Act, 

enacting  clause,  this  posrtion  would  not  be  affected  apply  as  if  they  were  not  married. 

in  the  slightest  degree.  This  would  at  least  be  more  (2)  The  Commissioners  of  Inland  Revenue  may  re- 

dignihed  than  the  retention  of  the  present  irrecon-  quire  returns  for  the  purposes  of  this  rule  to  be  made 

enable  injunctions.  at  any  time,  and  the  provisions  of  this  Act  relating 

6/2/.  (9)  It  will  hardly  be  gainsaid  that  so  long  as  to  penalties  for  neglect  or  refusal  to  deliver,  or  for 

the  Crown  relies  upon  this  first  proviso  and  bases  delay  in  delivering  true  and  correct  statements  of 

its  procedure  thereon,  it  ought  to  justify  its_  attitude  profits  or  gains,  shall,  with  the  necessary  modi- 
fy relying  upon  the  whole  of  it,  and  that  it  should  fications , apply  in  the  case  of  the  neglect  or  refusal  to 

not,  as  at  present,  invariably  obey  the  first  injunction  make,  or  wilful  delay  in  making,  any  such  return. 

herein  but  fail  to  obey  the  second  injunction  which  [Income  Tax  Act,  1918,  General  Rules  for  all  Sclie- 

is  equally  positive  and  peremptory,  and  possessed  of  dules,  No.  17.] 

equai  force.  The  inevitable  result  of  the  Crown’s  31. — (1)  Where,  on  an  application  made  for  the  pur- 

evasion  of  this  issue  and  its  equivocations  regarding  pose,  under  the  provisions  of  this  Act,  tax  for  any 

it  is  that  women  in  whose  case  the  second  injunction  year  is  assessable  and  chargeable  on  the  incomes  of  a 

is  ignored  are  unable  to  understand  the  case  of  husband  and  wife  respectively , as  if  they  were  not 

women  in  regard  to  whom  it  is  duly  observed.  They  married : 

endeavour  to  reconcile  this  anomaly  but  seeking  (a)  All  the  provisions  of  this  Act  relating  to 

explanation  can  obtain  none  whatever,  which  claims  for  exemption,  abatement,  or  relief , 

natnrallv  incenses  them  and  arouses  their  resentment  ....  j . / i ‘ ; 


m such,  manner  and  form  as  may  be  prescribed  by  return.  [Income  Tax  Act,  1918,  Section  31.] 


naturally  incenses  them  and  arouses  their  resentment 
to  the  same  extent  that  it  destroys  their  respect  for 
the  Crown. 


and  the  proof  to  be  given  with  respect 
thereto,  shall  apply  as  if  they  were  not 
married,  and  a claim  for  the  relief  herein- 
before granted  in  the  case  where  the  wife 
carries  on  a separate  business,  may  be  made 
by  the  wife  as  well  as  by  the  husband;  and 


6728.  (10)  Another  alternative  which  would  enable 
this  impasse  to  be  disposed  of  in  a rational  and  digni- 
fied manner  would  be  the  Crown’s  recognition  and 
acceptance  of  the  Married  Women’s  Property  Acts, 
which  have  been  in  force  for  forty  years,  and  accept- 
ance of  which  is  imposed  on  all  others.  It  is  on  record 
that  the  Crown  refuses  to  be  bound  by  the  Married 
Women’s  Property  Act.  As  the  old  French  has  it, 
“ Le  Roy  gouverne  par  lui-meme.”  In  these  circum- 
stances no  married  woman  knows  to  what  extent  her 
property  will  be  respected  by  the  Crown  or  treated 
as  belonging  to  herself.  No  subject  would  be  allowed 
to  stand  up  in  a Court  of  Law  and  make  such 
a claim  which  outrages  and  defies  all  the  democratic 
ideals  of  the  world  to-day,  and  raises  the  inevitable 
issue  as  to  whether,  in  this  country,  the  supreme 
power  in  the  State  is  vested  in  the  Crown  or  in  Parlia- 
ment. If  the  Crown  is  above  the  law  and  can  set  it 
aside  when  it  considers  it  expedient,  of  what  use  is 
Parliament  and  what  is  its  function?  The  Crown 
is  lowered  and  brought  into  contempt  when  in  an 
endeavour  to  collect  revenue  it  has  resort  to  relying 
upon  a fiction,  and  has  to  maintain  its  attitude  by 
asserting  that  something  is  a fact  which  it  can  be 
legally  and  conclusively  demonstrated  is  not  a fact, 
and  never  will  be  a fact.  It  is  more  than  time  that 
the  first  proviso  should  be  treated  as  obsolete.  It  re- 
lates to  a condition  of  things  long  since  passed  away 
and  forgotten  and  never  experienced  by  the  present 
generation.  It  is  in  the  highest  degree  improbable 
that  it  was  ever  intended  at  any  time  to  bear  the 
meaning  which  the  Crown  seeks  to  attach  to  it.  The 
fact  that  this  proviso  is  an  anachronism  in  no  way 
alters  or  affects  the  enacting  clause  which  embodies 
the  supreme  principle  of  taxation,  obtaining  through- 
out the  Income  Tax  Acts,  i.e.,  recognition  of  each 
individual  as  a unit  of  taxation.  Any  policy  which 
depends  upon  the  assumption  that  on  marriage  a 
woman  ceases  to  be  an  individual  and  her  property 
passes  to  her  husband  is  doomed  to  fail  at  every  point, 
because  it  is  not  founded  on  law  nor  fact,  nor  accept- 
ance by  women.  The  case  of  the  King’s  taxes  pre- 
sents the  sole  example  of  anybody  embarking  upon 
such  a policy,  which  is  unknown  for  instance  in  local 
taxation.  In  the  latter,  a wife’s  property,  means  or 
residence  are  dealt  with  as  being  solely  hers  without 
regard  to  her  husband  or  his  position.  Thus,  if  a 
married  woman  resides  in  her  own  house,  the  local 


wife’s  property,  means  or 


quire  returns  for  the  purposes  of  this  section  to  be 
made  at  any  time,  and  the  provisions  of  this  Act 


(2)  The  Commissioners  of  Inland  Revenue  may  re- 


id)  For  the  purpose  of  any  exemption,  abate- 
ment, or  relief,  a return  may  be  made  by 
the  husband  or  the  wife  of  the  total 
income  of  the  husband  and  wife,  but  if  the 
Commissioners  of  Inland  Revenue  are  not 
satisfied  with  such  return,  they  may  obtain 
a,  return  from  the  wife  or  husband,  as 
the  case  may  be. 


(c)  The  benefit  of  any  such  exemption,  abate- 
ment, or  relief  may  be  given  either  by  way 
of  reduction  of  assessment,  or  by  repayment 
of  any  excess  of  tax  which  has  been  paid, 


(b)  The  income  of  the  husband  and  wife  shall  be 
treated  as  one  in  estimating  the  amount  to 


“'“I/  UJ  VU,JU  LUIUHIt/  IMS  UHfilll  JJUIU , 

or  by  both  of  those  means,  as  the  case  re- 
quires, and  shall,  in  the  case  of  relief  given 
in  respect  of  earned  income  ( including  any 
exemption,  abatement , or  relief  given  in 
respect  of  the  profits  of  a wife  from  a busi- 
ness carried  on  separately  from  her  husband 
as  aforesaid),  be  given  in  proportion  to  the 
income  earned  respectively  by  the  husband 
and  the  wife,  and  in  the  case  of  relief  given 
in  respect  of  payments  for  life  insurance  or 
deferred  annuities,  be  given  to  the  husband 
or  wife,  as  the  case  may  be,  by  whom  any 
such  payment  is  made,  and,  in  any  other 
case,  be  given  in  proportion  to  the  respec- 
tive incomes  of  the  husband  and  wife;  and 


so  far  as  otherwise  required  for  the  pur- 
pose of  dealing  with  any  claim  for  exemp- 
tion, abatement,  or  relief  made  in  the  case 
where  the  wife  carries  on  a separate  busi- 
ness as  aforesaid) , and  the  total  amount  of 
any  exemption,  abatement,  or  relief  given 
in  respect  of  the  incomes  of  husband  and 
wife,  shall  not  exceed  that  which  would 
have  been  given  if  any  such  application  as 
aforesaid  had  not  been  made;  and 
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6729.  (11)  Clause  17  is  not  peremptory  but  con- 
ditional and  proceeding  from  an  hypothesis.  It  is 
totally  misleading  where  it  is  not  altogether  false. 

It  purports  to  be  a (conditional)  provision  for  taxing 
married  women  as  if  they  were  not  married,  i.e.,  it 
professes  to  bring  them  under  precisely  the  same 
regulations  as  govern  the  taxation  of  unmarried 
women.  Herein  it  is  in  accord  with  the  enacting 
clause  of  16,  but  comes  into  conflict  with  the  first 
proviso,  the  latter  having  provided  that  married 
women  shall  not  be  taxed  at  all.  The  result  is  that 
married  women  are  led  to  believe  that  clause  17 
means  what  it  says,  and  they  can  be  taxed  as  if  they 
were  not  married,  i.e.,  as  single  women  are.  But 
seeking  to  proceed  on  this  belief,  and  after  being 
directed  from  pillar  to  post,  expending  much  money, 
time  and  patience,  they  ultimately  obtain  the  ex- 
planation that  the  clause  means  nothing  at  all,  by 
reason  of  the  devastating  reservation  in  the  last 
line  but  one,  which  annihilates  what  would  otherwise 
be  its  significance  and  effect.  (The  corollary  to  this 
reservation  is,  of  course,  the  first  sentence 
in  31  (1)  (6).) 

6730.  (12)  The  very  opening  of  clause  17  (i.e.,  first 
four  lines  and  the  qualifying  words  “ for  that  year  ’’ 
in  the  fifth  line)  serves  to  cover  a tremendous  and 
radical  differentiation  in  favour  of  non-marned 
women.  The  unmarried  woman  (incidentally  the 
married  man  also)  can  at  any  moment  of  time  make 
a claim  for  repayment  of  Income  Tax  overpaid  dui- 
ing  the  three  (sometimes  four)  years  preceding.  No 
notice  is  necessary;  a person  frequently  decides  to 
make  a claim,  prepares  it,  and  lodges  it,  all  within  the 
same  day.  But  a married  woman  is  to  give  from  u 
to  18  months’  notice  of  her  intention  to  make  a claim 
for  repayment,  and  even  then  not  with  reference 
to  a period  which  is  past  or  to  tax  which  has  been 
paid,  but  with  reference  to  a future  period  not  yet 
begun,  to  an  income  not  yet  existing  or  ascertained, 
and  to  a tax  not  yet  paid.  In  effect  what  happens 
is  that  she  is  told  to  sit  down  and  make  an  applica- 
tion eighteen  months  ago,  which  is  absurd. 

6731.  (13)  This  needlessly  complicated  and  irritat- 
ing procedure  is  to  be  performed  annually  by  married 
women,  in  contradistinction  to  unmarried  women  and 
married  men  who  take  action  as  and  when  they 
choose  without  any  preliminary  application.  The 
conditions  are  also  impossible  to  fulfil  in  many  ways. 
For  example,  every  single  woman  is  a potential 
married  woman,  and  ought  annually  to  make  the 
formal  application  at  the  psychological  moment  in 
prevision  of  a possible  marriage  in  the  course  of 
time,  that  is  to  say,  a single  woman  must  make 
regular  application  in  order  to  be  in  time  if  she  ever 
gets  married.  A married  woman  having  no  means 
nor  employment  must  similarly  make  regular  appli- 
cation in  order  to  be  in  time  if  in  future  she  should 
be  earning  money  or  become  a widow  or  succeed  to 
an  income  on  the  death  of  an  aunt  or  the  happening 
of  any  other  contingency.  In  short  married  women 
must  always  be  taking  steps  to  anticipate  and  dis- 
count in  advance  any  event  which  may  take  place  in 
the  future. 

6732.  (14)  It  cannot  he  too  frequently  insisted 
upon  that  any  policy  based  on  assuming  that  a 
woman’s  income  belongs  to  her  husband  is  doomed  to 
fail  at  every  point  for  two  reasons,  namely,  it  comes 
into  conflict  with  the  law  and  actual  facts,  and  the 
converse  proposition  is  not  also  assumed..  The 
Crown’s  theory  is  that  in  marriage  there  is  one 
income  only,  the  husband’s.  Clause  31  presents  a 
grotesque  attempt  to  reconcile  this  theory  of  one 
income  with  some  measure  of  common  justice  to  the 
wife.  Now  if  there  really  was  one  income  only, 
common  to  both  parties,  it  stands  to  reason  that 
knowledge  of  that  one  income  would  also  be  common 
and  available  to  both  parties.  But  there  is  no  such 
thing  as  a common  income.  Of  three  parties  in- 
volved in  this  clause  the  one  income  is  known  to  two 
of  them,  the  Crown  because  it  has  taken  power  to 


demand  returns  from  husband  and  wife  of  the  income 
of  each,  and  the  husband  because  he  can  obtain  know- 
ledge from  the  Crown  regarding  his  wife’s  income  by 
reason  of  there  being  only  one  income  consisting  of 
his  own  and  his  wife’s,  which  is  deemed  to  be  his. 
But  the  wife,  the  person  chiefly  concerned,  and  the 
only  person  standing  to  gain  anything,  has  yet  no 
power  to  ascertain  the  amount  of  the  one  income  in 
question,  in  other  words  she  has  no  power  to  compel 
a disclosure  either  by  the  Crown  or  by  her  husband 
of  the  latter’s  income.  Now,  no  one,  not  even  an 
expert,  can  know  how  much  can  be  claimed,  or  even 
if  a claim  can  be  made  at  all,  unless  he  can  obtain 
knowledge  of  the  statutory  income  out  of  which  the 
claim  is  to  arise.  So  here  again  the  wife  is  brought 
up  against  a blank  wall.  She  can  never  surmount 
the  equivocations  of  the  Crown,  so  as  to  achieve  some 
definite  result.  It  is  suggested  that  the  oath  of 
secrecy  should  apply  equally  to  a married  woman  and 
her  income  as  to  all  other  persons,  or  conversely 
that  she  should  be  given  power  to  compel  the  dis- 
closure of  her  husband’s  income.  The  Women’s  Free- 
dom League  stands  solidly  for  the  terms  of  the 
Women’s  Emancipation  Bill  “ to  remove  all  existing 
inequalities,”  not  only  between  the  sexes,  but  in 
this  case  between  married  persons.  It  must  be  ob- 
vious to  any  practical-minded  perslon  that  the  com- 
bining of  two  or  more  persons’  income  in  order  to 
treat  the  result  as  one  income  for  purposes  of  Income 
Tax  involves,  in  common  justice,  that  power  be  given 
to  each  person  concerned  to  compel  full  disclosure  by 
the  Crown  of  each  other  person’s  income.  Failing 
this,  the  individual  has  no  guarantee  that  he  or  she 
has  been  correctly  charged.  The  individual  would 
also  need  power  to  check,  and  to  correct  where  re- 
quired, every  item  of  the  income  of  any  other  mem- 
ber of  the  combination.  For  any  member  who  had 
inadvertently  overstated  his  statutory  income  (a 
thing  easily  and  constantly  done,  owing  to  Income 
Tax  complexity,  and  ignorance  of  what  is  meant  by 
income)  would  thereby  prejudice  the  interests  of 
every  other  member  of  the  combination  by  inflating 
the  combined  income,  increasing  the  rate  and 
jeopardising  relief  of  all  kinds.  This  is  already 
demonstrated  in  the  case  of  married  persons. 

13.  The  person  who  is  chargeable  in  respect  of  an 
incapacitated  person,  or  in  ivhose  name  a non-resident 
person  is  chargeable,  shall  be  answerable  for  all 
matters  required  to  be  done  under  this  Act  for  the 
purpose  of  assessment  and  payment  of  tax.  [Income 
Tax  Act,  1918,  General  Rules  for  all  Schedules,  No.  13.1 

6733.  (15)  On  behalf  of  the  Women’s  Freedom 
League  it  is  requested  that  so  long  as  the  Crown 
persists  in  regarding  married  women  as  incapacitated 
persons  the  liabilities  of  husbands  arising  therefrom 
shall  be  equally  regarded  and  strictly  enforced,  every 
husband  being  a “ person  chargeable  in  respect  of  an 
incapacitated  person  and  answerable  for  payment  of 
tax.”  This  will  deprive  the  Crown  of  the  opportunity 
for  presenting  large  sums  of  money  to  men  who  have 
no  income  and  pay  no  tax,  as  they  would  then  be  called 
upon  to  make  payment  of  the  tax  chargeable  upon  and 
payable  by  them  before  they  can  claim  repayment.  I c 
is  pointed  out  that  if  the  Crown  acted  consistently  it 
would  never  be  in  the  position  of  having  in  its  hands 
Income  Tax  paid  by  and  belonging  to  married  women, 
because  the  tax  would  have  been  paid  by  the  husband. 
The  Crown  has  always  been  extremely  careful  never 
to  enforce  the  liabilities  of  husbands,  as  the  storm  of 
resentment  which  it  would  arouse  amongst  men  would 
promptly  direct  undesired  attention  to  the  absurdity 
of  the  first  proviso  to  clause  16.  The  Crown  attains 
its  ends  by  closing  its  eyes  to  the  obligations  of  hus- 
bands and  transfers  their  liability  to  the  shoulders  of 
their  wives.  Hence  married  women’s  widespread 
resentment.  The  simple  and  obvious  course  for  the 
removal  of  the  anomalies,  absurdities,  and  injustices 
which  the  foregoing  statement  discloses  is  compliance 
with  the  Married  Women’s  Property  Acts.  The 
Women’s  Freedom  League  is  at  a loss  to  understand 
why  there  should  be  anybody  interested  in  opposing 
this  vital  demand  of  women. 


[ This  concludes  the  evidence-in-chief.'j 
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6734.  Chairman:  The  procedure  which  we  have 

adopted  lately  is  just  to  receive  the  statement  that  a 
witness  has  prepared,  and  then  interrogate  upon  that 
without  the  witness  making  any  further  statement. 
There  are  so  few  ladies  paying  us  the  compliment  of 
coming  here  that  we  make  some  little  alteration  in 
that  respect,  and  if  you  like  you  can  give  a brief 
statement  in  your  own  way  to  the  Commission,  and 
then  you  will  probably  be  examined  afterwards  upon 
your  whole  statement.  There  may  be  two  or  three 
points  in  your  paper  which  you  feel  very  deeply  upon, 
and  we  shall  be  very  glad  for  you  to  express  to  the 
Commission  in  passing  what  you  would  like  to  say 
upon  them? — I do  not  think  I want  to  add  anything 
to  the  statement  I have  made  here ; I think  it  covers 
everything,  and  everything  in  it  is  equally  essential. 
I could  not  pick  out  anything  as  being  more  essential 
than  any  other  part. 

6735.  I thought  perhaps  you  would  like  to  strengthen 
the  statement  with  regard  to  the  incapacitated 
person? — It  seems  to  me  that  that  explains  itself.  Of 
course,  it  is  not  only  a question  of  words,  but  that  is 
translated  into  actions,  and  that  is  the  part  that  is 
very  disagreeable.  I can  tell  you  what  that  is  when  it 
is  translated  into  action,  being  one  of  those  in- 
capacitated persons  myself.  I am  incapable  of  making 
a return  of  my  own  employees.  The  return  to  be  made 
by  an  employer  is  sent  to  my  husband,  and  I am  too 
incapacitated  to  do  it  myself.  I have  another  paper 
here  addressed  to  my  husband  in  which  he  is  described 
as  my  trustee,  agent,  receiver,  guardian,  tutor,  curator 
and  committee.  I do  not  know  why  I should  be  sup- 
posed to  want  a curator.  I always  thought  that 
applied  to  an  exhibit  for  a museum.  I do  not  know 
why  I should  want  a tutor  for  that  matter ; but  that 
is  the  position.  Also  any  return  that  has  to  be  made, 
or  is  expected  to  be  made,  always  comes  to  mv  office 
addressed  to  my  husband. 

6736.  Do  you  feel  that  really  a very  serious 
matter? — Yes,  I rather  think  I do.  I do  not  think 
I like  being  treated  like  that.  I do  not  think  any 
man  in  business  would1  like  to  be  treated  in  that  wav. 

I think  it  rather  insinuates  that  I am  not  of  any 
account,  and  I do  not  feel  like  that  myself  at  all. 
Besides,  you  see,  it  is  a most  ridiculous  position. 
Fancy  anybody  describing  my  husband  as  my  tutor 
and  guardian ! 

6737.  That  is  not  your  main  objection,  is  it? — No, 
it  is  not  the  main  objection,  but  it  is  very  funny  to 
describe  him  as  my  guardian  and  tutor,  considering 
what  the  position  is.  It  is  not  in  accordance  with 
facts;  I think  you  must  admit  that. 

6738.  Are  there  any  other  points  you  would  like 
to  address  the  Commission  upon  ? — No,  I do  not  think 
so.  I am  quite  prepared  to  be  examined,  and  that 
is  really  what  I am  here  for. 

6739.  You  have  given  us  a very  full  paper.  That 
contains  all  you  wish  to  say? — Yes. 

6740.  The  Commissioners  will  now  ask  you  a few 
questions. 

6741.  Mrs.  Knowles:  The  only  point  I should'  like 
to  ask  you  about  is  that  you  have  not  said  anything 
as  to  husband  and  wife  being  treated  as  two  persons 
for  Estate  Duty  purposes.  They  get  manned  people 
as  two  persons  for  Estate  Duty,  but  as  one  person 
for  Income  Tax;  they  get  more  out  of  them  for 
Income  Tax? — That  is  the  very  strange  position. 
We  are  told  that  the  Married  Women’s  Property 
Act  is  not  recognized,  yet  as  a matter  of  fact  in 
some  respects  it  is  recognized. 

6742.  Therefore  for  the  present  Income  Tax  pur- 
pose it  is  merely  a revenue-producing  device? — Yes, 
of  course  that  is  what  a revenue  Act  is  for. 

6743.  It  is  really  not  intended  to  cast  a Blur  upon 
women  seeing  that  they  treat  them  as  two  for  Estate 
Duty  purposes ; it  is  merely  a way  of  screwing  more 
money  out  of  them? — Which  section  are  you  refer- 
ring to? 

6744.  What  I mean  to  say  is,  your  paper  seems  to 
imply  that  married  women  are  treated  extremely 
badly,  and  are  in  a position  of  inferiority? — 
Decidedly. 

6745.  Do  you  not  think  that  is  merely  a revenue- 
producing  device — because  they  do  not  treat  them 
in  that  manner  when  it  is  a question  of  Estate 
Duties? — I think  we  are  only  discussing  the  question 
of  income  now. 


6746.  I quite  agree. — I have  not  come  here  to  dis- 
cuss anything  outside  of  income. 

6747.  It  is  a revenue-producing  device.  It  is  not 
merely  a sex  distinction.  It  is  a question  of  getting 
more  money  out  of  someone? — I should  think  it  is 
a sex  distincton,  seeing  that  men  are  nob  treated  in 
the  same  way.  I should  say  it  is  precisely  a sex 
distinction  and  nothing  else. 

6748.  Would  you  consider  it  fair  to  treat  a man 
who  married  a woman  with  a lot  of  money  in  the 
same  way  as  a man  who  married  a woman  without 
money— because  that  is  what  it  would  come  to?— 1 
do  not  think  that  arises  out  of  this  at  present.  As 
a matter  of  fact  married  women  are  not  supposed 
to  be  taxed  at  all,  so  really  I may  say  personally  J 
have  got  no  present  objection  to  the  present  system ; 
it  suits  me  personally  down  to  the  ground.  The 
thing  other  women  object  to  is  that  they  are  not 
treated  as  I am. 

6749.  Hoav  is  it  that  you  get  different  treatment 
from  anybody  else? — Perhaps  it  might  not  be  con- 
sidered to  be  different  treatment,  but  I have  been 
in  business  for  12  years,  and  I have  never  yet  made 
a return  of  my  income,  and  no  tax  has  ever  been 
paid  upon  it. 

6750.  Chairman : Do  you  say  you  have  not  returned 
an  income? — No;  of  course  I have  not. 

6751.  For  twelve  years? — Yes. 

6752.  Has  your  husband  returned  it? — Certainly 
not ; he  does  not  know  anything  about  it. 

6753.  And  you  have  not  paid  any  Income  Tax,  have 
you? — No,  I have  not  got  any  income  technically. 

6754.  But  you  have  an  income,  have  you  not? — I 
have  a letter  here  dated  July,  1910,  from  the  Inland 
Revenue  in  which  they  say,  “ With  reference  to  your 
letter  of  the  4th  instant  relative  to  the  statement  to 
be  found  on  Income  Tax  forms  to  -the  effect  that  a 
married  woman’s  income  belongs  to  her  husband,  not- 
withstanding the  provisions  of  the  Married  Women’s 
Property  Act,  I am  directed  by  the  Board  of  Inland 
Revenue  to  explain  to  you  that  the  Crown  is  not 
mentioned  in  that  Act  and  is  consequently  not  bound 
thereby.”  So  (that  I have  not  got  any  income,  you 
see.  Perhaps  you  would  like  me  to  hand  you  a copy 
of  that  letter. 

6755.  I do  not  see  that  you  have  not  got  an  income? 
— I have  got  an  income,  because  the  Married  Women’s 
Property  Act  gives  me  an  income,  but  for  the  purpose 
of  Income  Tax  I have  not  any  income. 

6756.  You  have  not  returned  your  income  to  the 
Income  Tax  authorities? — No. 

6757.  Nor  have  you  paid  Income  Tax? — No.  All. 
the  papers  come  to  my  husband,  as  I have  told  you — 
at  least  I should  say  they  are  addressed  to  my  hus- 
band. It  is  not  the  same  thing,  of  course.  As  a 
matter  of  fact  they  come  to  my  office  addressed  to 
my  husband,  and  they  stay  there. 

6758.  I am  afraid  you  would  come  under  that  part 
of  our  investigation  which  relates  to  evasions  of  the 
Income  Tax? — Oh,  no;  not  at  all. 

6759.  Have  you  managed  to  escape  all  these  years? 
— “ 1917-1918.  F.  S.  Purdie,  Hampden  House.”  Of 
course,  there  is  no  F.  S.  Purdie  at  Hampden  House. 

“ For  wife’s  profits,  duty  chargeable  thereon,  £1,250. 
Payable  £625  on  the  1st  January,  1918,  and  £625 
on  the  1st  July,  1918.” 

6760.  Is  that  an  assessment  on  you? — There  is  no 
mention  of  me  on  it. 

6761.  Do  you  know  that  it  is  for  you? — Well,  it 
does  say,  “ for  wife’s  profits.” 

6762.  That  you  know  means  yo\j? — Well,  it  might; 

I presume  it  does.  I do  not  take  things  for  granted; 
one  never  does — at  least  I do  not. 

6763.  In  the  responsibility  that  you  have  and  that 
every  woman  has  to  her  country  do  you  not  feel  the 
responsibility  that  you  have  to  pay  Income  Tax? — 
Well,  I should  like  to,  decidedly.  Yes;  I feel  that, 
quite. 

6764.  Why  do  you  not? — I am  waiting  till  I am 
asked. 

6765.  Supposing  we  ask  you  this  afternoon? — Yes, 
but  that  ds  not  the  regular  way  of  doing  it.  This  is 
being  treated  rather  in  a spirit  of  levity,  and  it  is  a 
very  important  thing. 

6766.  You  have  an  assessment  there? — No;  my 
husband  has, 
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6767.  For  you? — Yes,  for  me,  I suppose. 

6768.  How  will  you  evade  it? — It  is  not  how  I 
evade  it.  It  simply  comes  to  my  office,  and  that  is  all. 

6769.  Mr.  Mackinder : Does  not  your  husband  pay 
it? — How  would  he  know  anything  about  it? 

6770.  How  do  the  Commissioners  know?  They  put 
down  a sum  of  £1,250? — I suppose  they  estimate  what 
I earn,  and  the  estimate  is  £5,000  a year.  That  is 
apparently  how  they  get  ait  that. 

6771.  Chairman:  How  do  you  propose  to  get  out  of 
the  difficulty?— By  recognizing  the  Married  Women’s 
Property  Act. 

6772.  Mr.  Fretyman : You  got  that  assessment  for 
1917/1918?— Yes. 

6773.  Have  you  had  similar  assessments  in  previous 
years? — Yes. 

6774.  Have  they  not  been  paid?— I have  got  one 
here  for  my  dividends  to  be  paid. 

6775.  That  is  a demand  for  £1,250,  is  it  not?— Yes. 

6776.  And  you  have  had  similar  demands,  not 
necessarily  for  the  same  sum,  but  for  considerable 
sums  in  previous  years? — Yes;  I do  not  remember 
much  about  them,  I am  afraid. 

6777.  Were  those  demands  never  paid? — No. 

6778.  And  did  you  receive  no  reminders  that  they 
ought  to  be  paid? — No,  I never  heard  anything  more 
about  them. 

6779.  And  nothing  has  ever  been  paid:  that  £625 
or  £1,250  follows  the  normal  course  of  previous  years; 
it  will  not  be  paid  and  you  do  not  not  expect  to  hear 
anything  more  about  it? — No. 

6780.  Mr.  Manville : Were  the  dividends  you  re- 
ceived not  taxed  at  the  source? — No,  because  my 
money  was  abroad.  There  was  an  appeal  against 
these  dividends  because  for  some  reason  I think  that 
one  came  to  our  private  residence  addressed  to  my 
husband.  Naturally  when  it  comes  to  my  office  he 
hears  nothing  of  it,  but  this  happened  to  come  to  my 
private  residence,  'and  he  appealed  against  it. 

6781.  And  successfully ?— On  the  ground  that  there 
was  no  proof  that  I had  any  such  dividends. 

6782.  And  he  succeeded  in  his  appeal? — Well,  I 
should,  say  so—  I should  think  so,  because  what 
happened  was,  the  Commissioners  adjourned  it  and  we 
never  heard  any  more  of  it. 

6783.  Chairman : I wish  you  could  help  us,  because 
it  is  a serious  matter,  really,  that  we  are  on? — Yes, 
that  is  what  I say;  it  is  a very  serious  matter;  it  is 
a matter  of  principle. 

6784.  Do  you  think  you  are  treating  it  quite 
seriously?— Quite  seriously,  yes. 

6785.  What  is  going  to  be  the  end  of  it? — The  end 
of  which? 

6786.  Of  these  assessments  and  your  refusal  to  pay? 

— I suppose  as  long  as  the  Married  Women’s  Property 
Act  is  not  recognized  the  position  will  remain  as  it 
is.  You  see  this  is  in  accordance  with  the  Income  Tax 
Act,  which  you  have  got  quoted  in  my  statement.  I 
do  not  suppose  you  have  read  it,  but  it  says  quite 
clearly  there:  “The  profits  of  a married  woman 

living  with  her  husband  shall  be  deemed  the  profits 
of  the  husband  and  shall  be  assessed  and  charged  in 
his  name.”  The  position  is  quite  right  if  you  do  not 
take  the  proviso  as  obsolete.  I suppose  most  people 
would  consider  this  proviso  as  obsolete,  but  if  you  are 
going  to  take  it  as  standing  for  anything  my  position 
is  quite  right. 

6787.  What  do  you  want  us  as  a Commission  to  do? 
— I should  think  what  would  be  the  best  thing  to  do 
would  bo  to  delete  that  proviso  as  being  obsolete, 
and  not  applicable  to  present  conditions. 

6788.  That  is  the  reason  for  your  appearing  before 
us  this  afternoon;  that  is  what  you  want  done? — I 
say  that  is  one  suggestion.  You  ask  how  the  present 
position  can  be  altered,  and  I say  that  is  one  w’ay  in 
which  it  could  be  altered. 

6789.  What  is  another? — Another  way  which  would 
alter  the  grievance  that  exists  at  present  would  be 
if  all  married  women  were  treated  the  same  as  I am. 
Any  married  woman  living  with  her  husband  comes 
within  that  proviso  just  as  I do.  The  married  women 
who  are  having  6s.  oharged  at  the  source  in  their  own 
names  want  to  know  why  it  is;  it  is  inconsistent. 

6790.  Mr.  Marks : Do  you  want  to  be  assessed 
directly  instead  of  through  your  husband? — I want 
to  be  assessed. 

6791.  Directly,  on  yourself  personally? — I do  not 
call  this  assessment  on  me. 


6792.  I say  do  you  want  to  he  assessed  directly? — 
Yes. 

6793.  And  that  is  the  object  of  your  appearing 
here? — I do  not  want  other  women,  say,  for  instance, 
married  women  with  £60  a year,  as  I know  to  be  the 
fact,  to  be  paying  £18  Income  Tax.  If  I have  not 
to  pay  Income  Tax  they  ought  not  to  pay;  that  is 
where  the  grievance  lies. 

6794.  Do  you  agree  that  that  would  be  remedied 
if  all  married  women  were  assessed  direct? — If  this 
proviso  were  deleted,  yes.  The  enacting  clause  says 
that  a married  woman  shall  be  charged  as  if  sole 
and  unmarried. 

6795.  I do  not  think  the  Act  concerns  us  at  the 
moment,  because  if  the  Commission  and  the  Govern- 
ment came  to  the  conclusion  that  married  women 
should  be  assessed  directly  proper  words  would  be  in- 
serted in  the  next  Act;  but  the  point  I want  to  get 
at  is  whether  the  object  of  your  appearance  here  is 
to  obtain  direct  assessment  for  married  women? — Yes, 
it  is  to  obtain  equal  treatment  for  women  so  that 
married  women  shall  be  treated  the  same  as  single 
women,  or  the  same  as  married  men  if  it  comes  to 
that— that  there  shall  be  equality  as  between  the  sexes. 

6796.  You  are  only  here  on  the  point  of  assessment? 
— Yes.  The  way  the  Inland  Revenue  take  this  proviso 
is,  they  always  make  a point  of  deeming  that  the 
profits  of  a married  woman  are  the  profits  of  the 
husband,  but  they  mostly  forget  to  assess  and  charge 
it  in  his  name,  which  they  are  called  upon  to  do;  and 
Avhen  a woman  has  been  charged  in  her  own  name, 
which  is  not  in  accordance  with  what  it  says  in  the 
Act,  they  give  the  money  she  paid  back  to  her  husband. 
I have  got  £150  in  my  hands  now,  and  I have  to  hand 
it  to  a husband  who  has  not  got  a farthing  of  income, 
and  has  never  paid  any  tax. 

6797.  Mr.  Birley : Do  you  know  as  a fact  that  your 
husband  lias  not  paid  these  assessments? — He  has 
never  seen  the  notices ; I have  said  they  come  to  my 
office. 

6798.  Do  you  know  as  a fact  that  he  has  not  paid 
them  ? — I do  not  know  anything  about  that.  I only 
know  he  does  not  know  anything  about  them,  because 
they  come  to  my  office,  as  I have  said. 

6799.  Mr.  Boxoerman  : Does  the  witness  suggest  that 
the  assessment  of  this  £1,250  was  made  by  the 
Revenue  authorities  and  not  on  any  figure  supplied 
by  the  husband? 

6800.  Mr.  Birley : Is  it  not  possible  that  as  he  did 
not  reply  to  these  assessments,  the  assessments  were 
sent  to  his  home  address  and  he  has  paid  them  ? — They 
do  not  know  the  home  address  as  far  as  I am  aware. 

6801.  He  may  have  paid  them,  so  far  as  you  know? 
— Well,  he  might  have  done,  certainly,  but  as  he 
happens  to  be  a discharged  soldier  out  of  work  I do 
not  think  it  is  very  likely. 

6802.  Sir  E.  Nott-Bower : I suppose  you  are  aware, 
are  you  not,  that  if  you  desire  to  be  assessed  person- 
ally instead  of  having  the  assessment  made  on  your 
husband,  you  have  only  under  the  existing  law  to 
give  notice  of  your  desire,  and  it  will  be  done? — I 
think  if  I were  going  to  be  taxed  I should  like  to  be 
taxed  in  a constitutional  manner,  the  same  as  any- 
body else,  by  Act  of  Parliament;  I do  not  propose  to 
tax  myself. 

6803.  The  Act  of  Parliament  provides  that  if  any 
married  woman  desires  to  be  separately  assessed  anil 
gives  notice  before  a certain  day  in  the  year  that 
she  desires  to  be  separately  assessed  she  is  separately 
assessed? — But  she  is  not  separately  assessed  in  the 
propei'  meaning  of  the  word.  Separately  assessed 
would  mean  separately  assessed  the  same  as  any  other 
individual  is  separately  assessed.  .Separate  assessment 
would  mean  on  her  own  income.  The  assessment  that 
you  are  thinking  of  is  an  assessment  on  the  combined 
incomes  of  herself  and  her  husband. 

6804.  The  rate  of  tax  would  be  governed,  I agree, 
by  the  combined  income,  but  the  assessment  would  be 
made  if  you  desired  it  on  you.  You  would  be  treated 
just  like  your  husband  is' treated? — But  as  I say,  1 
do  not  propose  to  levy  a tax  on  myself.  I think  it 
is  for  Parliament  to  levy  it;  it  should  be  by  Statute 
That  clause  to  which  you  are  referring  is  merely 
permissive. 

6805.  You  see  that  this  grievance  of  yours  really, 
striotly  speaking,  you  cannot  call  a woman’s  grie- 
vance at  all.  Your  point  rather  seems  to  be  that 
you  insist  that  the  husband  and  wife  who  are  living 


334 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


16  July , 1919.]  Mrs.  E.  Ayres  Purdie.  [Continued. 


together  shall  have  their  incomes  treated  as  entirely 
separate,  and  all  abatements  and  all  allowances  and 
so  on  should  be  made  by  reference  to  the  two  sepa- 
rate incomes? — You  are  thinking  of  that  clause  I am 
alluding  to  later  on;  it  is  a permissive  clause;  it  is 
conditional. 

6806.  You  can  claim  to  be  separately  assessed,  and 
the  assessment  would  be  made  on  you,  and  you  and 
your  husband  would  be  treated  exactly  alike.  You 
would  both  be  assessed  on  your  separate  profits  by 
reference  to  the  rates  applicable  to  the  conjoint 
income? — But  if  I wish  to  be  separately  assessed  I 
think  that  is  provided  for  in  the  enacting  clause, 
“ a married  woman  acting  as  a sole  trader  or  being 
entitled  to  any  property  or  profits  to  her  separate  use, 
shall  be  assessable  and  chargeable  to  tax  as  if  she 
were  sole  and  unmarried.”  If  I wanted  to  claim 
to  be  separately  assessed  I should  claim  under  that. 

6807.  You  could  get  rid  of  that  grievance  at  once? 
— I have  claimed  to  come  under  that  clause. 

6808.  Was  not  the  assessment  made  on  you  then? — 
No,  because  they  say  it  does  not  apply.  I have  said 
in  my  statement  that  the  Crown  relies  wholly  on  that 
first  proviso  to  the  enacting  clause.  The  enacting 
clause  says  one  thing,  and  the  firs!  proviso  says 
another.  I say  I want  to  come  under  the  enacting 
clause,  and  the  Crown  says  I come  under  the  first 
proviso,  and  they  directly  contradict  one  another. 
Ihe  Act  says  most  distinctly,  “ a married  woman 
acting  as  a sole  trader  or  being  entitled  to  any  pro- 
perty or  profits  to  her  separate  use,  shall  he  assess- 
able and  chargeable  to  tax  as  if  she  were  sole  and 
unmarried.” 

6809.  There  is  a proviso  there,  “ Provided  that 
the  profits  'of  a married  woman  living  with  her 
husband  shall  he  deemed  the  profits  of  the  husband 

and  shall  be  assessed  and  charged  in  his  name”? 

Yes. 

6810.  So  that  the  assessment  on  you  under  that 
clause  would  fall  to  be  charged  on  your  husband. 
But  there  is  a later  clause  in  the  Act  which  says 
that  if  a married  woman  desires  to  be  assessed 
separately  for  her  own  profits  she  may  give  notice, 
and  she  will  be  so  assessed? — How  can  there  be  any 
reason  that  she  should  not  be  chargeable  under  this 
clause?  One  is  of  as  much  force  as  the  other — in 
fact  more  so,  because  this  is  a peremptory  clause, 
and  the  other  is  permissive. 

6811.  Under  that  first  clause  a married  woman 
residing  with  her  husband — ? — Living  with  her  hus- 
band ; it  is  not  the  same  thing. 

6812.  Under  that  clause  in  the  case  of  a married 
woman  living  with  her  husband  her  profits  may  be 
charged  on  the  husband?— Yes.  What  I claim  is  that 
the  Married  Women’s  Property  Act  has  altered  that. 

6813.  By  a more  recent  clause  you  can  escape  from 
that  if  you  wish,  and  have  your  profits  assessed  on 
yourself? — But  if  there  are  two  clauses  in  the  Act, 
and  I say  I come  under  this  one,  why  not? 

6814.  The  first  clause  says  that  the  profits  of  a 
married  woman  living  with  her  husband  shall  be 
charged  on  the  husband? — No.  The  first  clause  says, 

“ shall  he  assessable  and  chargeable  to  tax  as  if  she 
were  sole  and  unmarried.” 

6815.  But  you  are  only  bringing  in  part  of  the  first 
clause.  It  goes  on  with  a proviso : provided  that  if  a 
married  woman  is  living  with  her  husband  the  profits 
shall  be  charged  on  the  husband?— That  is  contra- 
dictory to  what  it  has  just  said. 

6816.  No. — Butindeedit  is;  the  two  things  are  con- 
tradictory one  of  the  other.  First  it  says  the  married 
woman  shall  be  charged,  and  then  it  says  the  husband 
shall  be  charged;  you  cannot  reconcile  the  two  things, 
and  I do  not  know  of  anybody  who  can  reconcile  those 
two  things.  I have  a letter  here  from  a lady  who  is 
an  LL.B.,  and  who  has  studied  them  very  carefully, 
and  she  says  it  is  really  nonsense,  and  one  is  really 
contradictory  of  the  other. 

6817 . Mr.  Kerly  : Madam,  the  fact  is  that  you  have 
discovered  in  some  circumstances  a married  woman  is 
in  a very  favourable  position? — So  have  a lot  of  other 
married  women;  I am  not  only  one. 

6818.  A married  woman  who  earns  an  income  is 
liable  under  the  existing  law  to  pay  Income  Tax,  but 
it  is  assessed  upon  her  husband?— Then  she  is  not 
liable,  is  she? 


6819.  Oh,  yes. — When  you  speak  like  that  it  is  as 
if  you  say  black  is  white. 

6820.  Very  well;  I do  not  follow  it  myself,  but  you 
put  it  so.  When  the  Inland  Revenue  comes  to  get 
payment,  if  the  husband  has  no  means  they  cannot 
make  him  pay? — I do  not  know  anything  about  that. 

6821.  But  that  is  the  position,  is  it  not?  It  is 
because  you  are  for  this  purpose  fortunate  in  being 
married  to  a man  who  has  no  means  that  although 
you  are  liable  to  Income  Tax  which  you  ought  to  pay 

to  your  husband  in  order  that  he  may  pay  it ?— 

I beg  your  pardon;  that  I ought  to  do  what? 

6822.  Chairman : Which  you  ought  to  pay  to  your 
husband. 

6823.  Mr.  Kerly  : You  are  liable  for  Income  Tax 
which  you  ought  to  pay  to  your  husband,  in  order 
that  he  may  pay  it  to  the  State? — Is  my  husband 
authorized  to  collect  revenue? 

6824.  Yes. — I do  not  see  any  authority  for  that 
anywhere,  and  I do  not  think  you  can  say  that. 

6825.  Upon  that  hypothesis  ?— I say  my  property  is 
my  own.  It  says  in  the  Married  Women’s  Property 
Act,  " to  hold  and  dispose  of.” 

6826.  Chairman : Mr.  Kerly  is  just  asking  a few 
questions,  if  you  will  kindly  answer  them. 

6827.  Mr.  Kerly-.  If  the  husband  has  no  profit  of 
his  own  the  only  way  in  which  he  can  be  made  to  pay, 
or  you  can  be  made  to  pay  through  him, is  by  sending 
him  to  prison,  and  if  the  Inland  Revenue  shrink  from 
that  you  escape? — Yes,  but  it  is  not  only  if  the  man 
has  not  got  any  means,  because,  for  instance,  I know 
another  case  where  there  may  be  means,  but  the  hus- 
band is  a.  lunatic  in  an  asylum,  so  it  has  nothing  to 
do  with  means. 

6828.  It  is  equally  useful  for  this  purpose  to  have  a 
husband  who  is  a lunatic  as  to  have  a husband  who 
has  no  means? — Or,  of  course,  you  may  have  a hus- 
band abroad. 

6829.  That  would  not  fall  within  the  provision  of 
the  Act  of  a woman  living  with  her  husband?— Oh, 
yes,  it  would  fall  within  that  provision. 

6830.  But  that  is  the  position  under  the  existing 
law : you  escape  payment  because  it  so  happens  that 
you  are  married  to  a gentleman  who  has  no  means  ?— 
I think  the  reason  I escape  taxation  is  because  that  is 
what  the  first  proviso  has  said ; that  is  what  I should 
say  is  the  reason  why  I escape  taxation. 

6831.  Chairman : Has  not  Mr.  Kerly  put  the  truth 
to  you;  is  it  not  true  what  he  says?— I am  afraid  I 
cannot  accept  that,  because  I can  see  what  the  idea 
is;  I am  not  recognized  as  an  individual,  and  the 
country  makes  me  pay  as  part  of  my  husband.  Well, 

I am  an  independent  person.  I am  not  a chattel  of 
my  husband.  I must  be  regarded  just  the  same  as 
anybody  else — as  a man  or  my  husband  is.  You  would 
not  put  such  questions  to  a man  or  my  husband  if  he 
were  here.  Why  should  I be  treated  differently.  I 
claim  to  be  treated  as  an  individual,  and  to  be 
treated  as  any  other  individual  is. 

6832.  How  do  you  suggest  that  they  should  treat 
you,  as  an  individual? — I should  say  by  recognizing 
the  Married  Women’s  Property  Act,  and  by  saying 
that  Act  has  rendered  this  first  proviso  obsolete. 

6833.  Are  there  a great  number  of  people  in  the 
Women’s  Freedom  League?— Yes,  I should  say  there 
were,  but  I could  not  tell  you  what  the  numbers  were. 

6834.  What  is  your  connection  with  that  League? 

I have  been  the  auditor  of  that  League  since  about 

1907,  and  as  in  the  case  of  a great  many  women’s 
associations  I am  retained  as  a sort  of  adviser  to 
them,  shall  we  say. 

6835.  You  are  a professional  accountant?— Yes. 

6836.  Do  you  come  before  us  by  any  resolution  of 
the  Women’s  Freedom  League?— At  the  request  of 
the  committee. 

6837.  How  many  members  have  you  got?— That  I 
do  not  know;  l have  not  any  idea  at  all. 

6838.  Have  you  large  funds?— Well,  I audit  the 
funds. 

6839.  I am  only  wanting  to  ask  because  I want  to 
find  out  whether  you  really  represent,  in  the  spirit  in 
which  you  are  before  us  this  afternoon,  a great 
number  of  other  women  who  feel  similarly  to  your- 
self?—Well,  I think  I may  say  that  I represent  the 
reeling  of  another  body,  the  National  Federation  of 
Women  Teachers.  There  is  a very  strong  feeling 
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among  rthe  women  in  the  Federation  because  the 
married  teachers  are  paying  full  tax  on  the  whole 
of  their  incomes,  and  their  husbands  are  not. 

6840.  Do  you  know  another  case  in  the  whole  of  the 
people  that  you  say  you  represent  similar  to  your 
own? — Yes. 

6841.  Acting  as  you  are  acting? — Yes. 

6842.  Mr.  Holland-Martin : Do  you  advise  your 
clients  to  aot  in  this  way? — I always  tell  them  what 
the  law  is,  naturally. 

6843.  And  resulting  from  that  advice  there  are  other 
cases  similar  to  your  own? — -Yes. 

6844.  Mr.  Pretyman : I suppose  the  State  could 
quite  easily  meet  your  particular  case  by  simply  en- 
acting that  in  a case  like  yours  the  wife  would  herself 
become  liable  for  the  tax? — That  I think  is  already 
provided  for. 

6845.  I do  not  think  so? — I take  it  that  the  section 
means  that  a married  woman  would  be  assessable  and 
chargeable  to  tax ; thait  is  the  principle,  but  at  that 
time  it  was  not  possible,  of  course,  to  put  it  into 
practice,  because  a man  did  have  his  wife’s  income 
at  that  time.  At  that  (time  a woman  had  not  got 
any  separate  income,  and  they  could  not  say  it  could 
be  collected  from  the  wife,  because  she  had  not  got  it. 
It  is  a bit  of  wha/t  I should  call  the  machinery  of 
collection. 

6846.  I think  you  agree  that  it  is  not  really  a 
matter  of  sex  so  much.  Supposing  the  law  said  that 
where  a father  and  son  were  living  together  in  the 
same  house  their  income  should  be  treated  as  one  for 
the  purposes  of  taxation ; if  they  happened  to  be  both 
of  the  same  sex  exactly  the  same  provisions  would  be 
required.  Acts  of  Parliament  use  this  sort  of  phrase- 
ology merely  for  the  purpose  of  getting  the  tax. 
Parliament  may  say  that  black  is  to  be  deemed  to  be 
white,  but  that  would  not  make  black  white,  and  they 
do  things  in  language  quite  as  ridiculous  as  that.  It 
does  not  mean  because  Parliament  says  that  a woman 
shall  be  deemed  to  be  incapacitated,  that  Parliament 
thinks  a woman  is  incapacitated ; it  merely  means 
that  for  the  purposes  of  this  Act,  as  regards  the  rais- 
ing of  revenue,  a woman  shall  be  regarded  as  a person 
who  is  legallv  incapacitated  from  paying  rthis  parti- 
cular tax? — But  then  she  is  not  legally  incapacitated, 
is  she? 

6847.  Yes,  she  is,  apparently,  in  your  particular 
case? — Not  according  to  the  Married  Women’s  Pro- 
perty Act. 

6848.  I am  not  speaking  of  the  Married  Women’s 
Property  Act ; I am  speaking  of  the  Income  Tax  Act, 
which  we  are  here  to  consider,  and  that  is  what  we 
are  really  discussing;  and  the  way  this  Income  Tax 
Act  happens  to  be  drawn,  as  Mr.  Kerly  lias  put  it  to 
you,  is  that  a woman  whose  husband  happens  to  be 
also  incapacitated — that  is  really  what  it  amounts  to 
— the  woman  is  incapacitated  from  paying,  because 
her  husband  is  also  incapacitated,  either  because  he  is 
a lunatic  or  has  no  means ; and  then  the  tax  is  not 
paid  at  all.  Is  not  that  what  is  comes  to? — I am 
afraid  I do  not  quite  follow  your  argument.  I think 
you  began  by  comparing  father  and  son,  and  I 
thought  that  was  rather  what  you  were  arguing  on  at 
first.  You  said  would  I have  any  objection  if  there 
was  a similar  case  of  father  and  son.  I think  the 
answer  to  that  is  that  there  is  not  any  similar  case 
of  father  and  son,  and  that  if  there  were  it  would 
be  altering  the  principle  of  taxation  altogether,  as 
it  is  the  individual  who  is  now  the  unit  of  taxation; 
consequently,  of  course,  you  would  have  to  have 
everything  devised  to  fit  a new  principle. 

6849.  I was  not  suggesting  that  that  would  be  done. 
I was  only  saying  that  that  might  have  been  the 
principle  adopted.  Parliament  has  adopted  a certain 
principle.  There  are  two  principles  on  which  taxa- 
tion may  be  raised.  It  may  be  raised  on  an  indi- 
vidual or  it  may  he  raised  on  the  household? — Not  so 
far ; I do  not  know  of  anything  except  in  this  par- 
ticular case,  and  not  even  here,  because  the  married 
woman  is  recognized  as  an  individual  even  here.  I 
do  not  know  of  any  other  case. 

6850.  But  you  see  the  reason  for  it.  I think  you 
should  understand  this,  that  the  object  is  not  in  any 
way  to  make  a sex  difference,  and  never  has  been. 
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The  point  has  been  this,  that  if  a husband  and  wife’s 
incomes  were  allowed  to  be  treated  as  entirely  sepa- 
rate for  all  purposes  of  taxation,  both  husband  and 
wife  could  claim  all  the  allowances  as  having  separate 
incomes,  just  the  same  as  if  they  were  two  individuals 
with  no  connection  with  one  another.  You  would 
have  a great  many  cases  such  as  your  case,  for  in- 
stance, where  the  wife  has  a considerable  income 
where  the  husband  has  none;  and  you  would  have  a 
great  many  other  cases  where  the  husband  has  a con- 
siderable income  at  the  time  of  the  marriage  and  the 
wife  has  none.  Practically  in  all  those  cases  where 
the  husband  and  wife  were  living  together,  if  they 
were  treated  separately  the  husband  in  the  one  case 
or  the  wife  in  the  other  case  would  transfer  half  of 
his  or  her  investments  to  the  other,  and  the  income 
which  was  originally  the  income  of  one  would  be 
divided  between  the  two,  and  they  would  get  double 
allowances.  That  would  not  operate  to  help  very  poor 
people,  but  it  would  operate  to  give  enormous  relief 
to  very  rich  people.  Supposing,  for  instance,  a man 
with  £10,000  a year  marries  a girl  with  nothing. 
His  income  of  £10,000  a year  is  liable  now  to  a very 
heavy  Super-tax,  which  with  the  Income  Tax  would 
mean  that  he  would  pay  between  8s.  and  9s.  in  the 
£.  If  your  proposal  were  carried  out  he  would  be 
able,  on  marrying,  to  make  over  £5,000  of  his  income 
to  his  wife.  She  would  then  have  £5,000  and  he 
would  have  £5,000,  and  the  tax  instead  of  being  8s. 
or  9s.  in  the  £ would  be  reduced  to  very  little  more 
than  7s.  in  the  £.  There  would  be  just  the  same 
income  going  into  the  household ; they  would  be  living 
together.  The  richer  the  people  are  the  more  they 
would  benefit.  It  would  not  even  be  necessary  to 
make  such  a big  transfer,  because  £2,500  is  the  limit 
of  Super-tax.  If  he  could  transfer  £2,500  of  his  in- 
come to  his  wife  he  would  get  off  Super-tax  on  that 
amount,  and  rich  people  could  quite  easily  do  that. 
They  would  be  the  people  who  would  gain.  When  you 
come  here  in  this  way  we  want  you  to  help  us  to  try 
and  look  at  it  from  the  national  point  of  view,  not 
only  from  the  sex  point  of  view  or  the  personal  point 
of  view,  but  to  help  us  about  a real  difficulty,  how  we 
can  satisfy  the  very  proper  and  reasonable  aspirations 
of  women  to  be  treated  on  exactly  the  same  basis  as 
men,  and  to  have  their  incomes  properly  assessed  in 
every  way,  but  at  the  same  time  not  to  make  the 
enormous  hole  in  the  Revenue  which  would  result  if 
very  rich  people  could  take  advantage  of  a clause 
which  provided  that  a man  and  a woman  married 
should  be  treated  as  entirely  separate  persons.  Can 
you  give  us  any  idea  as  to  how  we  can  avoid  that? — 
Of  course,  your  speech,  I think,  to  some  extent,  is 
dependent  on  an  assumption,  and  I might  remind 
you  that  that  same  assumption  was  made,  I think, 
in  1909,  when  it  was  proposed  to  introduce  the  Super- 
tax. That  same  argument  was  brought  up  by  the 
party  that  was  then  in  opposition,  I think  it  was  the 
Unionist,  that  if  you  put  Super-tax  on  people,  fathers 
would  immediately  transfer  their  property  to  their 
sons  and  their  daughters.  The  Super-tax  has  been  in 
force  now  for  ten  years,  but  so  far  as  my  own  obser- 
vation goes,  I have  not  noticed  people  rushing  to 
transfer  their  property  to  their  sons  and  daughters. 

6851.  There  is  a great  deal  of  that,  but  that  you 
cannot  help? — I do  not  find  it,  and  certainly  it  is 
not  my  experience  that  fathers  or  other  persons  are 
in  a hurry  to  divest  themselves  of  their  property 
before  they  die. 

6852.  It  is  not  quite  the  same  thing? — I think  it  is 
the  same  thing;  I do  not  see  the  difference  myself. 
For  instance,  I know  a lady  who  has  got  seven 
children,  and  every  one  of  those  children  has  got  an 
income ; they  are  all  living  together ; why  should  they 
not  be  put  together? 

6853.  Surely  there  is  this  difference  : a husband  and 
wife  come  together  for  life? — It  does  not  make  any 
difference  whether  they  do,  according  to  the  present 
position.  Lots  of  married  people  have  parted  com- 
pany, but  there  is  no  provision  made  for  that. 

6854.  Yes,  there  is,  in  the  Act.  It  is  a husband 
living  with  his  wife. — It  does  not  seem  to  be  quite 
clear  what  those  words,  “ living  with  her  husband,” 
mean.  Living  with  her  husband  has  a legal  meaning. 
You  do  not  take  just  what  it  says.  You  are  living 
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ndth  your  husband  so  long  as  there  is  no  divorce  or 
judicial  separation. 

6855.  If  you  are  occupying  the  same  house  with 
your  husband? — No;  you  are  living  with  your  hus- 
band so  long  as  there  is  no  divorce  or  judicial  separa- 
tion. One  of  you  may  be  in  New  Zealand,  and  one  in 
England,  but  you  are  living  together  unless  there  is 
a divorce  or  judicial  separation. 

6856.  Whether  the  husband  be  temporarily  absent 
from  her  or  from  the  United  Kingdom  or  otherwise? 
— Now  take  the  first  proviso,  and  you  will  see  there 
cannot  he  such  a thing  as  temporary  absence  from  the 
husband,  and  I can  quote  to  you  the  letters  of  the  In- 
land .Revenue  sent  out  on  that  point. 

6857.  You  do  not  feel  inclined  to  help  us  at  all? — 
What  I am  very  much  exercised  about  is  that  there 
are  so  many  married  women  who  are  paying  6s.  in  the 
pound  Income  Tax,  and  nothing  can  be  done  about  it, 
and  very  often  they  are  not  living  with  their  husbands, 
at  least  not  in  the  sense  that  you  take  the  words 
“ living  with  their  husbands.”  When  they  make  a 
claim  they  get  a letter  from  the  Inland  Revenue — I 
have  two  or  three  such  letters  here — in  these  words : 
“ I beg  to  point  out  that  the  Board  of  Inland 
Revenue  are  not  prepared  to  admit  claims  by  married 
women  unless  there  is  evidence  of  divorce  or  legal 
separation.” 

6858.  If  you  are  inclined  to  help  us  in  our  difficulty 
we  may  be  also  able,  and  in  any  case  we  should  try,  to 
help  you  in  yours.  Our  difficulty  is  we  have  to  try 
and  avoid  loss  of  revenue  by  enabling  very  wealthy 
people  to  transfer  to  their  wives  easily.  I think  it  is 
a little  beside  the  point  to  say  that  they  can  tiansfer 
to  their  children,  because  we  can  tighten  that  up,  pos- 
sibly. The  present  revenue  is  derived  under  the 
existing  law  where  they  can  transfer  to  their  children 
in  order  to  escape  tax.  If  they  could  also  transfer  to 
their  wives  there  would  be  a very  great  loss  of  revenue. 
I wanted  to  point  that  out,  and  we  want  to  find  some 
means  of  meeting  the  reasonable  wishes  of  married 
women,  giving  them  as  separate  a status  as  we  pos- 
sibly can,  and  avoiding  anything  which  would  in  any 
way  offend  them.  There  is  no  desire,  I am  quite  cer- 
tain, on  the  part  of  the  Chancellor  of  the  Exchequer, 
or  the  Revenue,  or  this  Commission,  to  treat  a married 
woman  in  any  way  differently  from  another,  provided 
we  can  avoid  that  loss  of  revenue  that  I have  men- 
tioned. Can  you  suggest  to  us  any  way  in  which  we 
can  maintain  the  revenue,  particularly  in  the  case  of 
very  rich  people,  and  at  the  same  time  avoid  the  kind 
of  cases  that  you  refer  to? — Perhaps  I should  be  able 
to  follow  what  it  is  you  desire  to  do  if  you 
could  give  any  reason  for  the  assumption  that 
married  people  should  pay  more  tax  than  others ; 
that  is  the  point  that  is  my  difficulty.  I do  not  see 
any  reason  myself  why  married  people  should 
pay  more  than  those  who  are  not  married.  I 
can  see  the  reason  if  the  same  principle  on  which 
that  apparently  is  done  was  applied  to  other  people 
too.  The  reason  why  married  people  are  to  pay  more 
is,  as  Mr.  Lloyd  George  told  us  when  we  went  on  a 
deputation,  because  they  save  money  by  living  under 
the  same  roof.  If  you  accept  that  I say  you  would 
have  to  carry  it  further. 

6859.  They  do  not  pay  as  much? — They  pay  more. 

6860.  Well,  they  pay  more,  yes,  but  that  point  is 
already  being  met,  in  the  case  of  people  with  very 
small  incomes,  in  another  way;  an  allowance  is  made 
to  married  people  with  very  small  incomes,  whether 
the  income  belongs  to  the  husband,  or  belongs  to  the 
wife,  or  belongs  to  both  of  them.  An  allowance  is 
made  because  they  are  married,  because  they  are  two 
people  instead  of  one.  It  is  only  when  you  get  into 
the  very  large  incomes  that  that  allowance  ceases. 
That  is  a way  of  meeting  it  so  as  to  help  poor 
people? — I think  if  you  are  going  to  take  it  on  two 
people  who  have  got  an  income  being  taxed  as  one, 
you  might  take  it  further  to  three  or  four  people.  I 
know  for  Instance  a solicitor  who  lives  with  his  mother 
and  his  four  sisters,  and  they  have  all  got  an  income. 
Why  should  not  they  pay  more  heavily  than  other 
people? 


6861.  Because  that  is  really  their  own  income. — I 
am  afraid  1 cannot  accept  that.  You  are  going  on 
the  assumption  that  the  income  of  a husband  and  wife 
is  one  income,  and  I do  not  accept  that. 

6862.  No,  I was  going  on  the  assumption  that  the 
husband  and  wife  can  always  interchange  their  in- 
comes as  they  like? — Well  so  can  anybody. 

6863.  No,  not  without  running  much  greater  risks? 
— I think  so;  I do  not  follow  that  at  all.  I should 
like  to  know  how  the  Commission  is  going  to  deal  with 
this  question  of  these  sums  of  money  being  paid  back 
to  men  who  have  got  no  income,  because  I notice  it 
is  put  as  if  it  was  a very  terrible  grievance  that  I do 
not  pay  my  Income  Tax,  but  I do  not  think  it  is 
quite  as  great  a grievance  that  a man  who  has 
got  no  income  should  get  £150  for  nothing. 

6864.  Chairman : We  shall  oonsider  all  those  points, 
but  if  they  all  came  in  the  spirit  that  you  come  in 
with  regard  to  the  evasion  of  Income  Tax  we  should 
not  get  any  further. — Pardon  me,  I do  not  think  there 
is  any  need  to  refer  to  it  as  an  evasion.  I am 
keeping  within  what  is  stated  here.  If  there  is  to 
be  something  different  why  does  not  Parliament  say 
that  a married  woman  is  to  be  liable  to  Income  Tax ; 
that  is  the  proper  way  to  do  it.  It  is  Parliament 
that  levies  the  tax. 

6865.  I hope  that  the  explanations  that  have  been 
made  to  you  will  make  you  feel  that  so  far  as  Income 
Tax  is  concerned  we  want  to  do  what  is  perfectly  fair 
and  just? — That  is  what  I am  appearing  for  on  behalf 
a number  of  Women  Societies;  it  is  for  equality.  One 
of  these  gentlemen  put  it  to  me  I could  if  I liked 
make  arrangements  to  be  taxed  myself.  I think  he 
must  have  lost  sight  of  one  thing,  that  I should  have 
to  take  steps  to  that  effect,  and  when  I have  taken 
those  steps  they  would  not  come  into  operation  for 
eighteen  months. 

6866.  The  whole  question  has  got  a little  bit  over- 
shadowed by  the  personal  matter  as  regards  yourself. 
I think  it  struck  us  all  as  a very  strange  step 
indeed  that  you  have  taken.  What  is  true  and  right 
in  your  paper  we  shall  try  to  use  for  the  benefit  of 
those  that  you  represent. — Of  course,  that  is  my  idea 
in  coming  here  this  afternoon,  because  there  are  so 
many  poor  women  like  the  one  whose  case  I have  hero 
with  £60  a year,  who  is  paying  £18  a year  Income 
Tax. 

6867.  It  is  your  own  personal  dealing  in  this  matter 
that  strikes  one  as  being  so  strange;  it  is  your  own 
case  that  you  have  put  before  us? — The  one  involves 
the  other.  If  you  once  take  up  the  position  that  the 
man  is  chargeable  then  you  take  up  the  position  that 
you  give  the  money  back  to  the  husband.  The  two 
things  go  together.  I am  only  using  my  own  case 
to  point  out  that  that  involves  giving  back  to  the  men 
money  that  they  have  not  paid  when  they  have  not 
got  incomes,  and  the  same  thing  that  affects  me  affects 
very  poor  women. 

6868.  I do  not  think  there  is  anything  else  that  we 
can  get  of  any  value,  thank  you  ? — There  is  one  thing 
that  I was  asked  to  put  forward  by  ithe  Women’s 
Freedom  League  that  does  not  arise  out  of  this;  it 
was  about  a question  of  Commissioners  being  eldest 
sons. 

6869.  If  there  is  any  matter  of  injustice  that  you 
would  like  ito  put  before  us  you  can  give  that, 
although  we  are  adjourning  now? — It  is  a matter  of 
inequality. 

6870.  I do  not  want  to  exclude  anything  which  you 
think  is  an  injustice  to  anybody.  Just  give  the  facts 
in  a few  words? — There  is  a section  in  the  Income 
Tax  Act  which  says  that  one  of  the  qualifications  of 
a person  acting  as  a General  Commissioner  is  that  he 
shall  be  the  eldest  son.  That  again  is  another  in- 
equality. It  is  not  only  as  regards  women.  It  is 
rather  a funny  thing  altogether  in  these  days  that 
one  of  the  qualifications  of  anybody  should  be  that  he 
should  be  the  eldest  son. 

6871.  That  is  the  point  you  wish  to  put  before  the 
Commission  ? — Yes. 

6872.  There  is  nothing  else  that  you  wish  to  put?— 
No.  I think  the  Commission  are  not  prepared  to  give 
any  consideration  to  these  cases  of  women  whose 
money  is  being  given  to  their  husbands,  or  who  are 
paying  6s.  in  the  £,  and  that  sort  of  thing. 
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6873.  Is  there  anything  else  you  wish  to  say? — I 
have  dealt  with  the  question  of  the  eighteen  months’ 
notice  in  my  statement ; that  again  is  an  inequality. 

6874.  Pardon  me  for  saying  so,  but  you  have  not 
dealt  with  your  own  case  properly;  that  is  my  view? 
— What  do  you  call  my  own  case? 

6875.  The  case  that  you  presented  as  regards  your- 
self to  this  Commission? — But  I am  not  here  to 


present  my  own  case;  I am  here  to  present  the  posi- 
tion generally. 

6876.  You  have  done  so? — I have  presented  my  own 
case  because  what  applies  in  my  own  case  applies  con- 
versely in  the  other  case  of  the  women  whose  money 
is  taxed  at  the  source.  For  the  same  reason  as  I 
cannot  be  charged  they  cannot  get  their  money  back. 
The  two  things  hang  together.  They  all  depend  on 
the  same  principle. 
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Mr.  MACKINDER. 

Mr.  McLINTOCK. 
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Mr.  Sidney  Webb,  LL.B.,  Professor  of  Public  Administration  in  the  University  of  London,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

6877.  Witness  was  editor  and  part-author  of  How 
to  Pay  for  the  War  (1916),  which  contained  a chapter 
(separately  published)  entitled  “ A Revolution  in  the 
Income  Tax.”  This,  it  is  understood,  has  been  circu- 
lated to  the  Commissioners.  Apart  from  the  various 
criticisms  and  suggestions  contained  in  that  publica- 
tion, witness  desires  to  emphasize  the  following  points. 

The  exemption  limit. 

6878.  (1)  It  is  submitted  that  the  present  exemption 
limit  of  £130  cannot  stand,  even  for  the  unmarried 
person.  Apart  altogether  from  the  question  as  to  the 
level  of  economic  resources  at  which  an  Income  Tax 
should  properly  begin,  the  mere  change  in  the  level 
of  prices  since  1915  has  made  the  figure  of  £130 
obsolete.  An  alteration  is  very  urgently  needed. 

6879.  (2)  There  is  a certain  amount  of  evidence 
that,  in  coal  mining  at  least,  the  attempt  to  levy  the 
tax  on  unmarried  miners  earning  no  more  than  fifty 
or  sixty  shillings  per  week,  and  on  heads  of  households 
earning  no  more  than  £3  to  £4  per  week,  is  actually 
lessening  the  production  of  coal.  It  is  a new  cause 
for  the  “ absenteeism  ” which  has  increased.  Men 
are  known  to  have  refused  to  work  a fifth  or  a sixth 
day  in  the  week,  on  . the  ground  that  it  would  make 
them  liable  for  Income  Tax.  It  must  be  remembered 
that,  in  spite  of  the  sensational  high  earnings  re- 
ported, usually  inaccurately,  with  regard  to  some 
hewers  (the  whole  class  of  hewers  being  only  one-third 
of  the  miners),  there  are  collieries  in  which  at  all 
times  no  fewer  than  half  the  hewers  are  down  at  the 
legal  minimum  level,  which  is  only  about  10s.  to  14s. 
per  shift;  and  that  a large  proportion  either  do  not 
get  the  opportunity,  or  do  not  take  the  opportunity, 
of  working  more  than  four  or  five  shifts  per  week. 

6880.  (3)  The  widespread  discontent  among  not 
wage-earners  only,  but  also  among  the  large  class  of 
what  may  be  called  “ minor  professionals,”  at  the 
present  exemption  limit  should  not  be  ignored,  or 
lightly  estimated.  There  is  a point  at  which  popular 
objection  to  what  is  felt  to  be  unjust  taxation  has  to 
be  taken  seriously  into  account  by  the  statesman, 
even  if  he  does  not  himself  admit  the  injustice. 

6881 . (4)  The  discontent  is  largely  due  to  the  fact 
that  the  changes  in  the  level  of  prices  and  wages  have 
brought  within  liability  to  Income  Tax  a large  num- 
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ber  of  persons  whom  the  Chancellor  and  the  House  of 
Commons  had  no  intention  of  rendering  liable  when 
the  limit  was  fixed  at  £130.  They  are  no  better  off 
with  doubled  wages  than  they  were  before  the  cost  of 
living  rose  by  100  per  cent.  Unless  some  change  in 
the  exemption  limit  is  made,  we  shall  be  taxing  those 
who  before  the  war  were  getting  only  25s.  per  week, 
which  was  certainly  not  within  the  minds  of  those 
who  proposed,  or  of  those  who  authorized,  the  limit 
of  £130. 

6882.  (5)  An  analogous  question  had  just  been  de- 
cided by  the  Ministry  of  Health,  with  the  concurrence 
of  the  Treasury  and  the  express  approval  of  the  War 
Cabinet.  The  National  Health  Insurance  scheme  in- 
cludes, as  regards  non-manual  workers,  persons  receiv- 
ing not  more  than  £160  a year.  Thus  the  alteration  in 
nominal  incomes,  due  merely  to  the  change  in  the 
value  of  money,  is  resulting  in  the  exclusion  from 
insurance  of  a large  number — officially  estimated  at 
between  half  a million  and  one  million  persons,  or  as 
many  as  twenty  to  thirty  per  cent,  of  those  assessed 
to  Income  Tax — of  non-manual  workers,  whose  pre- 
war income  was  less  than  £160  a year,  and  who  are 
to-day  no  better  off.  The  Government  Memorandum 
proceeds  as  follows  : — 

“ To  preserve  the  status  quo  ante  notwithstand- 
ing the  altered  conditions,  an  amendment  of  the 
Acts  themselves  is  requisite.  Such  an  amendment 
is  accordingly  proposed,  not  (it  should  be  clearly 
understood)  for  the  purpose  of  extending  or  modi- 
fying the  present  scheme  of  health  insurance  in 
any  way  whatever,  but  as  the  only  possible  means 
of  enabling  that  scheme  to  continue  to  operate 
without  its  scope  being  artificially  narrowed  by 
the  circumstances  described  above. 

“ After  close  consideration  it  has  become  clear 
that  this  object  cannot  be  secured  except  by  sub- 
stituting for  the  figure  of  £160,  above  referred  to, 
some  higher  figure,  so  as  to  retain  in  insurance 
non-manual  workers  whose  increase  of  remunera- 
tion does  not  exceed  such  higher  figure.  A 
careful  investigation  of  a large  number  of 
employments  demonstrates  that  the  substitution 
of  £250  affords  the  closest  possible  approximation 
to  the  extent  to  which  wages  have  risen  in  the 
case  of  the  classes  of  non-manual  workers 
affected.” 

It  is  accordingly  suggested  that,  merely  in  order  to 
prevent  the  class  which  Parliament  considered  entitled 
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to  exemption  being  ct  artificially  narrowed,”  the  sum 
of  £250  should  be  regarded  as  the  equivalent  of  £160 
by  the  one  Department  of  Government  as  by  the 
other.  On  this  argument  alone  the  exemption  limit 
should  be  placed  at  £200  as  being  merely  equivalent 
to  £130  four  years  ago. 

6883.  (6)  Such  a raising  of  the  exemption  limit 
from  £130  to  £200  would  merely  be  carrying  out 
the  intention  of  Parliament  and  keeping  the 
Government  Departments  in  line  with  each  other. 
Witness  submits,  however,  that  the  exemption 
limit  of  £130  was,  when  imposed,  quite  unduly 
low ; and  that  the  step  then  taken  was  war- 
ranted, if  at  all,  only  by  the  stress  of  war.  Indirect 
taxation  has  since  been  further  increased.  In  order 
to  prevent  the  aggregate  burden  of  taxation,  indirect 
as  well  as  direct,  from  pressing  proportionately  more 
hardly  on  persons  having  between  £200  and  £250  a 
year,  than  on  those  having  twice  the  amount,  witness 
suggests  that  the  exemption  limit  should  not  be  lower 
than  £250,  which  is  equivalent  to  no  more  than  50s. 
per  week  before  the  war — an  income  that  Parliament 
would  not  have  thought  of  taxing  directly  and  one 
which  is  bearing  a disproportionate  share  of  indirect 
taxes.  The  percentage  of  the  income  represented  by 
the  household  contribution  in  indirect  taxation  falls, 
it  is  believed,  on  an  average,  steeply  about  this  point ; 
although,  no  exact  figures  can  be  given. 

It  is  submitted  that  it  is  open  to  doubt  whether 
such  a raising  of  the  exemption  limit  would  involve 
much  net  loss  of  revenue,  if  any.  The  assessment  and 
collection  of  the  Income  Tax  on  incomes  below  £250 
takes  up  a vast  amount  of  the  time  and  energy  of  the 
Surveyors  of  Taxes  and  the  collecting  staff.  Witness 
believes  that  the  utilisation  of  this  time  and  energy 
in  looking  more  closely  and  more  competently  after 
Excess  Profits  Duty,  and  the  higher  ranges  of  Income 
Tax  assessments,  would  go  far  to  recoup  the  Ex- 
chequer. It  may  be  suggested  that  it  is  doubtful 
whether  the  absorption,  during  the  war,  in  the  work 
of  bringing  into  assessment  the  people  down  to  £130 
a year  of  so  large  a proportion  of  the  powers  of  a 
limited  staff,  and  the  consequent  reduction  of  the 
attention  that  could  be  given  to  bigger  items,  has 
really  been  profitable  to  the  Exchequer.  To  vary  a 
common  saying,  what  has  been  gained  on  the  swings 
has  been  lost  on  the  roundabouts. 

6884.  (7)  But  the  fundamental  reason  for  any 
exemption  limit  is  the  paramount  necessity  of  not 
trenching  by  taxation  on  the  standard  of  life  neces- 
sary for  the  maintenance  of  the  taxpayer  in  the 
fullest  industrial  and  civic  efficiency.  No  one  can 
pretend  to  justify  so  low  a limit  as  £130  at  the 
present  cost  of  living.  A bachelor  clerk  or  workman, 
a woman  typist  or  teacher,  cannot  live  to-day  in 
London  in  proper  health  and  efficiency  on  £2  10s.  per 
week ; nor  can  a childless  couple  do  so  on  £155,  or  a 
family  of  four  on  £205,  which  are  the  sums  now  free 
from  Income  Tax.  Moreover,  apart  from  the  price 
of  food  and  clothing,  the  increase  in  indirect  taxation 
logically  involves  an  equivalent  addition  to  the 
incomes  exempted  from  direct  taxation,  if  the 
principle  of  not  trenching  by  taxation  on  the 
necessary  standard  of  life  is  accepted.  Taking  in- 
direct taxation  into  account,  including  the  increased 
cost  of  travelling  and  postage,  and — as  may  be 
added — house  rent,  it  is  suggested  that  the  un- 
married man  or  woman  at  £250  to-day  has  no  more 
free  or  properly  taxable  margin  than,  before  the  war, 
at  £125,  or  even  £150.  On  all  these  grounds,  poli- 
tical as  well  as  economic,  witness  submits  that  the 
exemption  limit  will  have  to  be  raised  to  £250 — which 
is  the  limit  for  National  Health  Insurance  proposed 
by  the  Government  to  the  House  of  Commons  in  the 
new  National  Health  Insurance  Bill  (No.  Ill  of  1919) 
— so  long  as  anything  like  the  present  level  of  prices 
and  the  present  amount  of  indirect  taxation  continue. 
Thr  family  or  household  as  the  lasis  for  assessment. 

6885.  (8)  Whatever  the  exemption  limit,  witness 
submits  that  it  is  imperatively  and  urgently  neces- 
sary to  remedy  the  present  disproportionate  burden 
(as  compared  with  that  on  the  unmarried  person) 
imposed  on  heads  of  households  and  especially  upon 
the  fathers  of  several  children.  This  grievance — 


which  is  believed  to  be  having  results  that  are 
disastrous  to  the  nation — has  been  already  recog- 
nized by  the  concession  of  allowances  for  wife 
and  children.  But  these  allowances  (nominally  £25) 
amount,  even  at  the  present  high  rate  of  tax, 
only  to  a subvention  of  about  £3  per  annum 
for  each  person  maintained,  a sum  that  is 
derisory.  It  is  a further  absurdity  that  even  this 
inadequate  allowance  stops  for  children  at  16 — just 
when  they  are,  or  should  be,  most  costly,  as  if  the 
Chancellor  of  the  Exchequer  had  resolved  to  make  as 
far  as  possible  abortive  the  grants  that  the  Minister 
of  Education  had  screwed  out  of  him  for  secondary 
schools  and  universities.  Here,  too,  it  is  vital  that 
the  several  Government  Departments  should  get  into 
line.  If  Parliament  and  the  Cabinet  really  want  to 
double  and  treble  the  number  of  students  at  the  tech- 
nical schools  and  universities,  the  Chancellor  of  the 
Exchequer  must  not  be  found  tripping  the  Minister  of 
Education  by  objecting  to  continue  the  children’s 
allowance  up  to  any  age,  not  exceeding  25,  during 
which  the  sons  or  daughters  are  wholly  engaged  in 
their  own  education,  and  are  being  maintained  from 
the  taxed  income. 

6886.  (9)  The  amount  of  the  allowance  needs  to  be 
raised  so  as  to  make  it  more  comparable  with  the 
part  of  the  income  devoted  to  the  expense.  Doubling 
the  present  allowance  for  a wife  and  per  child  is 
th  very  least  that  could  be  suggested. 

6887.  (10)  But  the  present  plan  of  a uniform  allow- 
ance, whatever  the  income,  has  the  drawback  of  fail- 
ing to  make  the  alleviation  vary  in  proportion  to  the 
income  and,  therefore,  to  the  scale  of  expenditure 
usually  incurred.  It  thus  fails  to  bring  such  relief  to 
middle-class  households  as  would  promote  rather  than 
discourage  both  the  production  of  children  and  their 
effective  secondary,  technical  and  university  educa- 
tion. Its  limitation  to  incomes  not  exceeding  £800  a 
year  has  a like  effect. 

6888.  (11)  It  was  with  this  view  that  witness 
suggested  the  facultative  adoption  of  the  family  or 
household  as  the  basis  for  assessment,  instead  of  the 
individual.  What  is  proposed  is  that  it  should  be 
open  to  any  taxpayer  under,  say,  £1,500  or  £2,500  a 
year,  to  claim  to  be  assessed  on  the  family  basis; 
that  for  this  purpose  he  should  furnish  the  authoriza- 
tion of  all  the  adult  members  whom  he  wishes  to 
combine;  that  these  should  include  all  the  members 
of  his  family  either  resident  with  him  or  maintained 
elsewhere  at  his  expense;  that  all  their  incomes, 
however  small,  should  be  brought  into  hotchpot;  that 
one  assessment  should  be  made  on  the  total ; and  that 
exemption  and  abatements  should  be  allowed  in  some 
relation  to  the  number  of  persons  maintained  from 
the  aggregate  income.  The  logical  and  extreme 
course  would  be  to  divide  the  total  income  by  the 
number  of  persons  maintained  and  deal  with  it  as  if 
it  were  a group  of  separately  owned  incomes  of  equal 
amount.  But  something  less  than  this  logical  con- 
cession would  suffice. 

Occasional  gains. 

6889.  (12)  Witness  suggests  that  “ windfalls  ” and 
gains  of  occasional  nature  should  be  made  liable  to  In- 
come Tax.  just  as  much  as  annual  receipts.  At  present 
there  is  no  consistency.  The  writer  of  a book  who 
receives  a lump  sum  on  selling  the  copyright  is 
charged  as  if  this  sale  represented  annual  income; 
and  a painter,  sculptor  or  oomposer  is  similarly 
treated.  On  the  other  hand,  when  an  inventor  sells 
a patent  for  a lump  sum  he  is  not  assessed  for  it  to 
Income  Tax — which  is  perhaps  our  Philistine  way  of 
discouraging  the  arts  and  favouring  mechanical 
invention  ! 

The  capital  gains  made  by  sale  of  ships  were,  in 
1916,  made  liable  to  Excess  Profits  Duty,  but 
apparently  no  other  analogous  profits  are  so  treated. 
All  such  occasional  profits  seem  to  be  brought  into 
assessment  by  the  Income  Tax  laws  of  Hamburg, 
Bremen  and  Basle  City,  and  by  those  of  Australia 
and  New  Zealand. 

The  logical  course  would  appear  to  be  to  require 
from  everyone  (or  at  least  from  everyone  liable  to 
Super-tax),  as  is  already  done  from  every  company, 
an  annual  statement  of  assets  and  liabilities,  as  well 
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as  of  income;  and  to  take  into  account,  as  part  of 
income,  any  clearly  demonstrable  increments  of 
capital  (or  decrements).  Such  a statement  of  capital 
would  incidentally  greatly  facilitate  discovery  of 
evasions. 

Prevention  of  evasion. 

6890.  (13)  Witness  suggests  that  the  principal  case 
of  any  considerable  evasion  at  present  is  that  of  invest- 
ments (principally  abroad,  or  in  the  Isle  of  Man  or 
Channel  Islands)  from  which  tax  is  not  deducted. 
These  could  be  detected,  and  back  duty  recovered,  in 
many  more  cases  than  at  present  if  (as  is  done  in  Scot- 
land) a detailed  schedule  of  the  investments  on  which 
Death  Duties  had  been  paid  were  required  to  be 
attached  to  the  Probate  or  Letters  of  Administration, 
when  these  are  presented  as  authority  for  transfer.  At 
present,  in  England  and  Wales,  the  mere  presentation 
of  these  documents  secures  the  unquestioned  transfer 
of  anything  standing  in  the  deceased’s  name, 
whether  or  not  it  has  been  brought  to  account. 

But  witness  suggests  that  the  suggested  annual 
return  of  capital  investments — at  least  from  all  per- 
sons assessed  to  Super-tax — which  would  only  amount 
to  an  explicit  statement  of  what  the  Super-tax  return 
already  implies,  with  the  addition  of  non-income- 
yielding  investments,  would  prove  extremely  valuable 
in  this  connection.  If  it  were  known  that  this  would 
eventually  be  compared  with  that  made  after  death, 
omission  would  be  less  tempting.  It  would,  however, 
be  essential  to  get  the  capital  return  also  from  com- 
panies, as  well  as  from  individuals. 

The  very  great  resort  to  “ capitalizing  inccftne,” 
for  the  purpose  of  escaping  Income  Tax  and  Excess 
Profits  Duty,  and  to  a preference  for  investments 
yielding  oapital  increments  at  subsequent  dates,  in- 
stead of  full  annual  returns  at  the  market  rate,  seems 
to  make  it  important  to  close  this  loophole  of 
avoidance. 

More  continuous  graduation. 

6891.  (14)  Witness  suggests  that  the  graduation 
should  be  smoothed  out  and  made  more  continuous 
by  making  all  incomes  in  excess  of  £1,000  assessable 
to  Super-tax,  charging  nothing  on  the  first  £700,  and 
3d.  on  the  next  £300,  6d.  on  the  uext  £1,000,  9d.  on 
the  third  £1,000;  thence  Is.  rising  by  6d.  on  every 
£1,000  to  £10,000 ; thence  4s.  6d.  rising  by  6d.  on  every 
£10,000  to  £50,000;  and  thence  6s.  8d.  in  the  £. 
There  would,  it  is  suggested,  be  considerable  advantage 
in  bringing  all  incomes  exceeding  £1,000  a year 
within  the  survey  of  the  Super-tax  Commissioners, 
it  would  reveal  many  investments  from  which  tax  was 
not  deducted.  Incidentally,  it  would  stop  the  last 
useful  hole  of  escape  from  making  a return  for  the 
(possibly)  20,000  persons  without  Life  Assurance 
between  £2,000  and  £3,000  a year  derived  exclusively 
from  investments  or  not  claiming  the  lower  rate  on 
some  earned  income. 

Increase  of  staff  and  improvement  in  status  and 
remuneration. 

6892.  (15)  It  is  impossible,  in  connection  with  any 
enquiry  as  to  the  yield  of  Income  Tax,  to  ignore  the 
fact  that  the  Taxes  Branch  of  the  Inland  Revenue  is 
very  far  from  adequate,  either  to  the  extensive  and 
important  work  that  it  had  to  perform  in  1914,  or 
(even  with  the  war  increases)  to  the  enormously 
enlarged  responsibilities  that  have  been  placed  upon 
it.  Witness  wishes  to  bear  testimony  to  the  generally 
excellent  manner  in  which,  so  far  as  he  is  aware  the 
work  has  been,  under  great  difficulties,  done.  If  the 
Commission  has  not  yet  had  before  it  a return  of  the 
staffs  and  salaries,  witness  suggests  that  it  should  be 
obtained.  It  seems  incredible  that  the  assessment  of 
a wide  and  populous  area,  with  all  sorts  of  profitable 
industries,  including  firms  and  companies  of  magni- 
tude, where  half  a million  a year  is  collected  in 
Income  Tar  and  Excess  Profits  Duty,  should  be  in 
charge  of  a young  Surveyor  a/t  a salary  of  less  than 
£6  or  £7  per  week  without  any  formal  training  in 
law,  accountancy  or  economics,  aided  only  by  half  a 
dozen  entirely  uneducated  and  untrained  clerks  at 
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two  or  three  pounds  a week.  Yet  this  is  what  is 
reported  to  be  happening  to-day.  Witness  suggests 
that,  if  only  to  reassure  public  opinion,  the  precise 
facts  should  be  ascertained  for  all  the  tax  surveying 
districts. 

Witness  wishes  to  record  his  opinion  that  more 
Income  Tax  and  much  more  Excess  Profits  Duty  would 
have  been  received  by  the  Exchequer  during  the  past 
four  years  and  would  in  future  be  obtained — 

(а)  if  the  tax  surveying  staff  were  increased  in 

strength ; 

(б)  if  higher  salaries  and  brighter  prospects  were 

accorded  to  men  in  charge  of  all  districts 
of  importance; 

(c)  if  systematic  provision  were  made  for  training 

in  economics  and  accountancy,  as  well  as  in 
law,  of  all  Assistant  Surveyors  during  their 
first  year  of  service ; and 

(d)  if  the  professional  studies  and  mutual  con- 

sultation of  the  Surveyors  with  regard  to 
improvements  in  the  technique  of  their 
profession  were  further  encouraged  and 
facilitated. 

Witness  suggests  in  particular  that  arrangements 
should  be  made  to  secure,  for  every  Assistant  Surveyor 
on  appointment,  at  least  one  year’s  systematic  train- 
ing in  economics  and  accountancy.  There  seems  much 
to  be  said  for  enabling  Assistant  Surveyors  to  devote 
their  whole  time,  or  at  any  rate  half  time,  for  the 
first  year  to  systematic  study. 

The  foreign  agent. 

6893.  (16)  It  is  made  a subject  of  complaint  that 
companies  and  firms  established  overseas  (either  in  the 
British  Empire  or  in  foreign  countries)  carry  on  exten- 
sive businesses  here,  either  in  importing  or  exporting, 
by  mere  agencies ; sometimes  remitting  only  the 
salaries  or  commissions  of  the  London  staff  and  their 
office  expenses ; and  sometimes,  where  the  London 
agency  is  allowed  to  make  a profit,  so  adjusting  prices 
as  to  make  this  British-made  profit  equivalent  only 
to  an  agent’s  salary  and  commission.  In  this  way, 
it  is  alleged,  large  amounts  of  profit  avoid  taxation 
here. 

The  witness  submits  that  there  is  here  no  grievance 
to  be  remedied ; and  that  there  is  no  way  of  bringing 
such  profits  into  assessment  without  giving  rise  to 
grave  dangers,  if  not  evils. 

It  must  be  remembered,  to  begin  with,  that  the 
practice  complained  of  is  bilateral.  British  firms  and 
companies  maintain  innumerable  agencies  abroad  in 
connection  with  both  British  exports  and  British 
imports;  and  foreign  countries,  as  well  as  our  own 
Dominions,  where  heavy  Income  Taxes  are  now  levied, 
might  equally  claim  to  assess  locally,  not  merely 
agency  salaries  and  commissions,  but  also  the  whole 
profits  on  the  transactions.  This  country  would  not, 
on  balance,  be  the  gainer. 

Moreover,  in  the  large  number  of  cases  where  no 
such  arrangement  exists,  and  the  goods  are  imported 
or  exported  for  their  own  profit  by  British  merchants 
who  are  only  merchants,  not  interested  either  in  the 
manufacture  or  in  the  retail  distribution  of  the  goods, 
there  is  no  other  profit  that  could  be  assessed  in  this 
country  than  that  earned  in  mere  agency.  Hence, 
any  attempt  to  make  the  London  agency  of  a foreign 
or  Colonial  firm  or  company  pay  on  more  than  the 
profits  of  mere  agency — say,  for  instance,  by  a tax 
on  turnover — would  be  quickly  avoided  by  transfer- 
ring the  agency  business  to  an  independent  firm. 

Logically,  the  only  profit  made  here,  in  the  one 
case  as  in  the  other,  is  that  of  agency;  and  we  have 
nothing  to  complain  of  in  the  fact  that  the  British 
Exchequer  gets  only  the  tax  on  the  salaries  and  com- 
missions of  the  agents  any  more  than  we  have  when 
the  agency  is  an  independent  British  firm,  making 
strictly  analogous  profits;  or  than  the  Dominions  or 
foreign  countries  have  when  they  tax  only  the  local 
agency  profits  on  the  goods  that  our  own  companies 
and  firms  import  into,  or  export  from,  their  terri- 
tories. 
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6894.  Chairman : Mr.  Webb,  the  procedure  that  we 
adopt  now  is  to  take  the  statement  of  the  witness 
that  is  submitted  to  us  before  he  comes  and  carefully 
to  look  at  that,  and  then  to  commence  examining  on 
the  statement  that  has  been  given  to  us.  There  is 
one  point  on  which,  I think,  it  would  be  very  helpful 
to  the  Commission  if  you  were  to  express  your  views ; 
that  is,  on  administration.  Will  you  make  that  a 
special  point  now,  because  that  is  an  important  matter 
about  which  we  are  very  anxious  to  hear.  You  have 
very  full  knowledge,  I think,  of  that  matter,  and  if 
you  would  kindly  address  the  Commission  on  that 
point  and  then  submit  to  examination  on  your  main 
evidence,  that  would  be  very  helpful  to  us? — I under- 
stand that  you  suggest  that  it  would  be  more  conve- 
nient that  I should  not  attempt  to  summarize  the 
statement  that  I have  sent  in.  I am  quite  willing  if 
it  is  put  in  as  read. 

6895.  We  want  to  get  at  the  quickest  and  best  way, 
and  we  have  found  out  by  experience  that  summariz- 
ing has  not  been  the  best  way  of  dealing  with  it. — I 
will  not  attempt  to  summarize,  but  I shall  ask  per- 
mission to  add  some  considerations  which  are  not 
printed. 

6896.  Yes;  if  there  are  any  points  you  would  like 
to  put  before  us,  please  make  those  points  now. — May 
I say,  to  begin  with,  that  I am  not  here  to  urge  any- 
thing or  to  support  anything.  I am  here  at  the  re- 
quest of  the  Commission  to  give  them  any  information 
that  I can,  or  to  make  any  suggestions  and  criticisms 
that  I can,  and  I have  made  those  suggestions  and 
criticisms  in  the  print  which  you  have  before  you.  I 
also  want  to  explain  that  I am  here  entirely  on  my 
own  behalf.  I am  a member  of  the  Executive  Com- 
mittee of  the  Labour  Party,  but  I am  not  in  any  sense 
appearing  for  them,  nor  are  they  committed  to  my 
'dews.  There  is  just  one  other  thing  I should  like  to 
say.  I think  practically  all  the  criticisms  and  sugges- 
tions that  I have  made  on  the  Income  Tax  would  make 
myself,  and  people  in  the  same  position  as  myself,  pay 
more  and  not  less.  Consequently,  I am  not  in  the 
least  here  to  ask  for  remission  of  duty  for  my  own 
advantage,  or,  if  you  like,  the  advantage  of  people 
who  happen  to  be  in  the  same  position  as  myself. 
Practically  everything  that  I have  suggested  would 
increase  the  burden  upon  my  own  particular  class,  if 
you  reckon  class  by  income.  My  main  suggestion  is 
about  the  exemption  limit.  I wanted  to  add  to  that, 
that  the  phrase  that  is  frequently  used  is  “ subsistence 
level.”  I suggest  that  is  entirely  misleading,  and  it 
implies  quite  a wrong  view  of  the  matter.  By 
“ wrong  ” I mean  an  unstatesmanlike  view  of  the 
matter.  What  the  Chancellor  of  the  Exchequer  is 
bound  to  take  into  account,  and  to  take  as  his  guiding 
consideration,  unless  he  is  going  to  make  a heavy  loss 
to  the  Exchequer,  is  not  subsistence  level  but  maxi- 
mum efficiency.  Any  taxation,  whether  by  Income 
Tax  or  otherwise,  which  diminishes  the  efficiency  of 
any  taxpayer  is  not  only  not  a gain  to  the  Chancellor 
of  the  Exchequer,  bub  is  a sheer  loss;  and  I need 
hardly  point  out  that  maximum  efficiency  of  the  tax- 
payer has  no  connection  at  all,  except  at  extremes, 
with  subsistence  level.  If  you  were  to  proceed  on  the 
basis  of  asking  what  is  the  subsistence  level,  and  you 
taxed  down  to  that,  it  would  be  suicidal,  because  you 
would  be  interfering  with  efficiency  in  millions  of  cases. 
Consequently,  I think,  the  Commission  ought  to  dis- 
miss from  its  mind  altogether  the  question  of  subsist- 
ence level,  which  is  extraordinarily  low,  because 
millions  of  people  in  this  country  are  living  actually 
under  conditions  which  prevent  them  exercising  their 
maximum  efficiency.  In  fact  any  consideration  of 
subsistence  level,  except  as  an  ultimate  limit,  seems 
to  me  entirely  unstatesmanlike  and  suicidal,  to  put  it 
strongly ; and  you  ought,  therefore,  to  take  into 
account  what  is  the  level  of  income  which  permits  the 
maximum  efficiency.  Of  course  one  must  be  reasonable 
about  that,  but  the  efficiency  level  rather  than  the 
subsistence  level  is  the  one  to  aim  at. 

6897.  How  would  you  get  at  it? — You  would 
get  at  it  in  the  same  way  that  you  get  any 
other  datum — by  inquiry  and  investigation.  The 
next  point  I want  to  urge  is  that  we  have  been 
too  much  in  the  past  in  the  habit  of  talking  about 
efficiency  as  though  it  only  meant  efficiency  productive 


of  material  wealth.  Now  that  again  would  be 
suicidal  for  the  Chancellor  of  the  Exchequer  to  take 
into  account  exclusively.  Because  the  taxpayer  is 
not  only  a producer  of  wealth — if  he  is  a producer 
of  wealth  at  all;  sometimes  he  is  a producer  of 
income  which  is  not  wealth — but  assuming  for  the 
moment  that  h©  is  a producer  of  wealth,  he  is  also 
the  father  of  a family  and  a citizen;  and  the  states- 
man who  would,  by  taxation,  interfere  with  the 
man’s  efficiency  as  a citizen,  and  still  more  with  the 
man’s  efficiency  as  a husband  and  father,  would  be 
again  committing  a suicidal  act,  which  actually,  so 
much  are  things  related,  would  not  even  pay  the 
Exchequer.  The  loss  which  the  nation  would  be 
incurring  through  the  diminution  of  civic  efficiency 
and  the  diminution  of  parental  efficiency,  even 
apart  from  the  diminution  of  productive  efficiency 
in  the  narrow  sense,  would  be  such  as  to  have  a 
repercussion  not  only  on  wealth  but  on  taxation  and 
receipts ; and  a statesman  who  would  do  that  of 
course  would  not  know  his  job.  There  are  statesmen 
who  do  not  know  their  jobs. 

6898.  Another  thing  I want  to  point  out  is  that 
all  discussion  about  the  exemption  limit  necessarily 
has  to  take  into  account  the  burden  of  indirect 
taxation.  It  seems  to  me  that  people  who  argue  about 
the  exemption  limit  being  placed  at  such  and  such 
a point,  as  if  the  Income  Tax  were  the  only  tax,  are 
omitting  the  necessary  faot  that  the  Income  Tax  is 
only  one  of  the  taxes,  and  that  you  will  not  find  it 
possible,  in  this  country,  permanently  to  maintain 
any  tax  which  is  inequitable  or  appears  to  be  in- 
equitable. To  impose  first  of  all  indirect  taxation 
in  such  a way  as  to  press  much  more  hardly  on  people 
with  small  incomes  than  on  people  with  large,  and 
then  to  impose  an  Income  Tax  as  if  there  were  no 
indirect  taxation,  is  again  suicidal.  The  Chancellor 
of  the  Exchequer  will  be  tripped  up  if  he  does  that. 
Consequently  you  cannot  consider  the  burden  of 
Income  Tax,  at  any  rate  in  the  lower  levels,  without 
taking  into  account  the  altogether  disproportionate 
burden  which  those  lower  levels  of  taxpayers  already 
bear  in  indirect  taxation.  There  is,  of  course,  a 
great  deal  to  bo  said,  theoretically,  for  abolishing  all 
indirect  taxation,  and  then  making  everybody  pay 
according  to  taxable  ability.  You  may  go  on  that 
line  if  you  like,  but  so  long  as  you  have  indirect 
taxation  it  seems  to  me  that  you  cannot  consider 
the  exemption  limit  purely  from  the  point  of  view, 
not  merely  of  subsistence,  but  even  of  efficiency 
maximum. 

6899.  Then  the  third  point,  which  is  a small  one, 
is  the  cost  of  direct  taxation  at  an  extremely  low 
level.  By  cost  I mean  a great  deal  more  than  the 
items  which  appear  in  the  Inland  Revenue  Estimates. 
The  aggregate  cost  and  trouble,  first  of  all  to  the 
Government  and  then  to  the  taxpayer,  in  a large  num- 
ber of  direct  assessments  which  yield  relatively  little, 
is  a very  formidable  item,  and,  as  I suggest,  a much 
more  formidable  item  than  has  usually  been  taken 
account  of.  It  is  formidable  not  only,  as  I say,  in 
respect  of  the  actual  salaries  of  the  officials  who  are 
employed  in  the  work ; it  is  much  more  formidable 
in  the  diversion  of  attention  of  those  officials  from 
more  profitable  fields.  I say  definitely  that  in  my 
opinion — it  is  obviously  only  a speculation,  but  in  my 
opinion — the  present  Income  Tax,  with  an  exemption 
level  of  £130  a year,  has  not  paid  the  Chancellor  of 
the  Exchequer.  The  Chancellor  of  the  Exchequer  has 
lost  more  in  revenue  through  attempting  to  bring  in 
all  those  taxpayers  than  he  has  gained  in  the  amount 
which  they  have  paid — very  much  more.  I mean,  of 
course,  by  failing  to  get  sufficiently  the  Income  Tax 
at  the  higher  levels,  but  very  much  more,  failing  to 
get  the  Excess  Profits  Duty  in  anything  like  the 
amount  which  the  law  requires.  That  is  my  opinion, 
and  of  course  it  is  not  a matter  on  which  anything  but 
an  opinion  can  be  given.  I think  that  most  of  the 
people  who  argue  in  favour  of  very  low  exemption 
level  first  of  all  argue  about  the  cost  of  subsistence, 
as  though  that  had  anything  to  do  with  it,  and 
forget  altogether  the  question  of  maximum  efficiency ; 
and  then  they  ignore  mainly  the  burden  of  indirect 
taxation ; and  finally  I think  they  almost  usually 
forget  the  cost.  And  as  to  the  cost,  I must  remind 
you  that  there  is  not  only  the  financial  cost,  but  what 
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I may  call  the  political  cost,  which  is  perhaps  the 
biggest  item  of  the  lot. 

6900.  I will  not  attempt  to  repeat  further  what  I 
have  said  in  my  paper,  but  I should  like,  as  requested, 
just  to  emphasize  what  I have  said  about  the  staff. 

I do  not  know  actually  much  about  the  administra- 
tion of  the  Income  Tax  now  at  first  hand,  but  of  course 
I know  something.  I want  to  give  it  very 
emphatically  as  my  opinion  that,  while  the  tax  survey- 
ing staff  has  really  done  its  work  amazingly  well  in 
these  years  of  stress — so  far  as  I have  seen  anything 
of  it  I have  been  surprised  at  the  accuracy  and  ex- 
cellence of  the  work  that  has  been  done;  I have  seen 
very  little,  but  that  is  my  testimony  as  far  as  it  goes — 

I am  very  strongly  of  opinion  that  the  Revenue  loses 
a great  deal  through  not  having,  first  of  all,  a larger 
staff;  secondly,  a better  paid  staff;  and,  thirdly,  a 
more  highly  trained  staff.  I make  the  specific  suggestion 
that  there  ought  to  be  adequate  training  provided  for 
all  Assistant  Surveyors  on  first  appointment.  I do 
not  mean  that  they  should  be  told  to  get  up  something 
and  be  eventually  put  through  an  examination.  That 
is  not  training.  I mean  that  they  should  be  de- 
liberately provided  with,  and  required  to  attend,  an 
adequate  course  of  training  as  some  other  civil  ser- 
vants are  now  gradually  ooming  to  be  treated,  in  the 
proper  subjects.  I do  not  mean  the  actual  Income 
Tax  law,  but  accountancy  and  economics  and  all  the 
range  of  subjects  which  would  fit  a man  to  be  the 
Grown  representative  on  such  an  important  matter,  on 
his  own  account. 

6901.  Now  I go  further  to  the  question  of  ad- 
ministration that  I have  been  asked  about.  I 
have  formed  a very  strong  opinion  that  the  duties  of 
the  General  Commissioners,  and  of  the  Assessors  and 
Collectors,  want  considerable  re-arrangement,  shall  I 
say?  So  far  as  my  knowledge  goes,  there  is  a great 
deal  that  is  on  paper  which  is  not  carried  out  in  prac- 
tice; and  the  theory  wants  bringing  into  conformity 
with  the  practice.  It  seems  to  me  that  the  General 
Commissioners  exercise  a very  useful  function — the 
function  for  which  they  were  originally  created,  I 
suppose — that  is,  that  they  should  be  a court  of 
appeal  to  protect  the  taxpayer  against  the  Crown.  I 
think  the  danger  is  largely  imaginary,  but  it 
is  a real  necessity  that  there  should  be  such  a 
court  of  appeal.  The  Commissioners  seem  to  me  to 
fulfil  that  function  and  they  ought  to  be  continued 
in  that  function.  But  I cannot  see  why  they  should 
have  anything  to  do  with  making  assessments.  I 
just  mention  that  in  practice  it  leads  to  great 
inconvenience.  A Surveyor  of  Taxes  may  have  to  do 
with  several  bodies  of  Commissioners.  Speaking  of  the 
country,  the  Clerk  to  the  Commissioners  will  very 
often  have  his  office  a long  way  away  from  the  Sur- 
veyor’s office,  or  one  or  other  of  the  clerks  will.  The 
present  system  practically  involves  that  the  books  of 
assessment  have  to  be  absent  from  the  Surveyor’s 
office  over  a large  part  of  the  year  in  the  aggregate ; 
and  it  is  a very  great  inconvenience  in  the  Surveyor’s 
office  that  he  has  not  got  those  books  of  assessment 
under  his  hands  at  all  times.  It  seems  to  me  that 
the  Commissioners  and  their  Clerk  ought  to  be 
restricted  to  the  business  of  hearing  appeals,  and 
that,  speaking  roughly,  tho  Surveyor  and  his  office 
might  carry  out  the  whole  work  of  assessment.  The 
Collector  also,  who  began  by  being  always  the  servant 
of  the  Commissioners,  and  very  often  is  still  the 
servant  of  the  Commissioners,  has  to  a large  extent 
in  populous  places,  become  the  officer  of  the  Inland 
Revenue ; and  it  seems  to  me  that  there  is  no  reason 
why  the  Collector  should  not  always  be  the  officer  of 
the  Inland  Revenue.  I think  there  is  no  reason  for 
maintaining  that  the  Collector  is  likely  to  be  harsh  in 
the  execution  of  his  office  because  he  is  appointed 
by  the  Inland  Revenue  rather  than  by  the  General 
Commissioners.  The  retention  of  the  appointment 
in  the  hands  of  tho  General  Commissioners,  to  put 
it  shortly,  very  often  is  merely  a means  of  jobbery. 
Anybody  can  be  a Collector  and  anybody  is  appointed 
a Collector ; and  while  the  post  is  not  very  lucra- 
tive in  the  great  majority  of  cases,  I have  known 
cases  where  the  post  is  extremely  lucrative  and  where 
the  work  is  small.  If  you  take  districts  where  most 
of  the  people  pay  their  Income  Tax  by  cheques  (there 


are  such  districts),  the  Collector  has  very  little  to 
do  and  he  gets  a large  income  in  some  cases.  But 
it  iB  not  so  much  for  the  saving  of  the  Balary  that 
I suggest  a change  as  for  the  sake  of  the  saving 
of  the  complications,  of  having  to  make  the  appoint- 
ments, and  passing  papers  backwards  and  forwards, 
and  extra  meetings  which  have  to  be  held,  which 
in  the  aggregate  do  (take  up  a good  deal  of  the 
time  of  the  Surveyor.  I do  not  go  into  details 
about  these  matters  because  I am  not  sufficiently 
familiar  with  the  present  arrangements  to  be  precise, 
but,  speaking  generally,  ithey  remain  as  I knew 
them  years  ago,  and  I think  they  ought  to  be  changed 
on  the  lines  I have  suggested. 

6902.  With  regard  to  the  Commissioners  as  a court 
of  appeal,  I believe  no  great  dissatisfaction  is  ex- 
pressed with  them.  I have  not  come  across  any. 
But  I think  that  is  very  largely  due  to  the  ability 
and  tho  savoir  faire  of  the  Surveyor.  But  I think 
now  some  alteration  will  have  to  be  made.  Speaking 
roughly,  the  Income  Tax  Commissioners  are  what 
I will  call  of  the  Justice  of  the  Peace  class,  and  in 
Victorian  times  there  was  an  impression  that  the 
Justice  of  the  Peace  class  really  represented  everybody 
at  any  rate  everybody  whom  it  was  important  to  repre- 
sent. But  that  has  long  since  passed  away,  and  I 
think  there  is  a great  deal  of  dissatisfaction  at  present 
with  the  Commissioners  as  a court  of  appeal  for  the 
lower  ranges  of  assessments,  especially  when  they  come 
to  deal  with  the  manual  working  wage-earner.  The 
manual  working  wage-earner  certainly  does  not 
recognize  in  the  court  of  Commissioners  any  proper 
body  to  hear  his  appeal;  it  is  a body  which,  in  fact, 
is  disqualified  from  hearing  his  appeal,  because  the 
assumption  which  used  to  run  through  the  doctrine 
on  the  subject,  that  the  Local  Commissioners  had  a 
very  general  knowledge  of  everybody  in  their  district, 
at  any  rate,  more  than  the  wicked  representative 
of  the  Crown,  does  not  apply  when  you  are  taking 
into  account  such  classes  as  the  small  shopkeeper, 
and  still  less  the  clerk  or  the  teacher  or  the  manual 
working  wage-earner.  I am  suggesting  that  it  should 
be  considered  whether  something  might  not  be  done  in 
the  direction  of  enabling  some  other  court  of  appeal 
or  some  modification  of  the  present  court  of  appeal  to 
deal  with  those  cases. 

6903.  There  are  not  many  appeal  cases,  are  there? 

No,  there  are  not.  Proportionately  there  are 

extremely  few,  but  you  see,  it  is  important  that  you 
should  have  satisfaction  even  in  those  few.  I do  not 
anticipate  many  appeals;  but  what  you  have  to  pro- 
vide against  is  a feeling  of  injustice. 

6904.  Has  that  feeling  of  injustice  been  expressed 
in  any  form? — I have  come  across  it,  but  I am  bound 
to  say  that  these  classes  are  not  the  articulate 
classes,  and  what  they  express  is  a grievance.  They 
do  not  distinguish  between  the  particular  parts  of 
the  grievance.  I think  it  would  go  a long  way  to 
remove  grievances  if  they  had  an  effective  oourt  of 
appeal  which  they  thought  satisfactory. 

6905.  Do  you  know  how  many  appeals  there  have 
been  in  the  year ? — I have  seen  the  figures;  it  is 
quite  trivial  in  percentage  on  the  total ; but  I need 
hardly  point  out  that  that  is  true  of  all  cases  of 
appeal,  criminal  or  civil  or  any  other.  It  is  not  the 
cases  which  go  to  appeal  which  are  so  important;  it 
is  the  feeling  of  satisfaction  which  it  gives  to  those 
who  do  not  even  come  into  court,  that  they  have  got 
an  appeal. 

6906.  Is  it  not  a remarkably  small  proportion, 
having  regard  to  the  millions  of  assessments,  as 
against  hundreds  in  the  ordinary  appeal  oourt  that 
you  speak  of;  the  small  number  of  appeals  ranging 
over  millions  of  cases  is  a very  remarkable  fact? — 
Yes,  that  is  a remarkable  fact,  but  I think  the  Com- 
mission would  be  quite  wrong  if  they  assumed  from 
that,  that  there  is  no  necessity  for  the  court  of 
appeal.  In  a rather  analogous  case  of  the  state  un- 
employment benefit,  where  the  Labour  Exchange 
official  refuses  peremptorily  if  the  case  is  not  strictly 
within  the  four  corners  of  the  words  of  the  regula- 
tions, the  method  of  appeal  is  extremely  easy,  and 
is  without  cost,  and  was  deliberately  intended  to  le 
used  in  order  to  get  out  of  the  hardship  of  a literal 
construction  of  the  words.  That  appeal  has  been 
made  use  of  only  in  an  infinitesimal  number  of  cases, 
so  that,  as  a matter  of  fact,  the  Labour  Ministry  is 

Y 4 


27880 


342 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


17  July,  1919.] 


Mr.  Sidney  Webb. 


[ Continued . 


quite  perturbed,  because  it  recognizes  that,  owing  to 
the  failure  to  appeal,  equity  is  not  done.  I should  like 
to  point  out  that  the  Finance  Act  of  1915  provides  for 
such  a modification  of  the  machinery  of  appeal;  it 
provides  for  co-option  by  the  District  Commissioners 
of  persons  able  to  give  skilled  advice  for  the  require- 
ments of  their  particular  trades.  Of  course  there 
the  Inland  Revenue  and  the  Legislature  quite  natur- 
ally were  thinking  only  of  the  trader.  That  is  the 
Victorian  habit  of  mind,  which  runs  through  all  the 
Income  Tax.  But  if  it  is  desirable  that  there  should 
be  special  machinery  for  the  man  who  is  carrying  on  a 
particular  kind  of  shop  or  manufacture,  it  is  far  more 
desirable  that  there  should  be  suitable  machinery  for 
the  hearing  of  appeals  of  people  so  different  from  the 
average  client  of  the  Income  Tax  Surveyor — the  Vic- 
torian Inland  Revenue — as  the  working  miner,  for 
instance.  I think  the  Inland  Revenue  would  do 
wisely  to  make  some  arrangement  by  which  they  would 
form  a tribunal  of  appeal  by  oo-option  of  the  trade 
union.  They  would  find  the  thing  would  go  much 
more  smoothly,  I think,  if  the  court  of  appeal  were  a 
court  which  consisted  wholly  or  mainly  of  the  repre- 
sentative of  the  trade  union  concerned.  Curiously 
enough,  if  you  give  a trade  union  the  right  to  judge 
its  own  members  you  do  not  find  that  it  is  lax.  Ex- 
perience has  shown  that  you  find  that  it  is  strict.  It 
is  quite  an  interesting  case ; whether  you  thereby  get 
nearer  to  the  primitive  man  who  acts  on  abstract 
grounds  of  morality,  I do  not  know,  but  experience  in 
a great  many  fields  has  shown  that  if  you  throw  the 
matter  into  the  hands  of  the  trade  union  you  get 
assistance  rather  than  hindrance.  I do  not  think 
I have  anything  more  that  I can  usefully  say  about 
administration  that  occurs  to  me  at  the  moment.  I 
s all  be  prepared,  of  course,  to  answer  any  questions. 


Yes,  take  it  as  a hypothetical  limit;  but  I want  to 
guard  myself  from  my  having  suggested  it. 

6914.  Under  the  existing  law,  for  a miner,  with  a 
wife  and  three  children,  and  the  £1U  allowance  for  his 
tools,  the  limit  of  abatement  is  £230?— Yes,  I am  aware 
of  that:  equal  to  about  £115  in  1914,  and  equal,  I 
suppose,  to  about  £120  or  £130  when  the  limit  of  £130 
was  adopted. 

6915.  There  again  you  have  introduced  matters 
which  are  matters  of  estimation  of  a figure?— 
Certainly. 

6916.  We  had  a witness  here  yesterday,  Professor 
Bowley,  who  took  a very  different  view?— Did  he? 
Are  you  quite  sure?  I think  Professor  Bowley  was 

giving  evidence  about  something  entirely  different 

namely,  the  subsistence  level. 

6917.  Quite? — But  Professor  Bowley  was  not 

giving  any  evidence  with  regard  to  the  efficiency 
level.  J 

6918.  He  was  good  enough  to  give  his  view,  without 
pledging  himself  to  any  ratio?— If  Professor  Bowley 
was  gmng  evidence  as  to  what  the  level  of  maximum 
efficiency  was,  I have  misread  his  statement. 

6919.  At  the  present  moment,  taking  into  account 
the  concessions  to  which  you  refer,  a miner  with  a 
wife  and  three  children,  with  the  £10  allowance  for 
“ols>  beSins  1x5  Income  Tax  only  if  he  has  more 
tlian  £270  a year  ?— Is  it  not  a little  invidious  to  take 


--J7.  Mr.  Kerly:  I should  like  to  commence,  if  I 
may,  by  asking  you  a general  question  or  two.  We 
^ehad  a good  deal  of  evidence  from  representatives 
of  the  working  classes  and  other  people  with  small 
incomes,  that  they  regard  the  Income  Tax  as  an  ex- 
cellent tax,  the  best  of  all  taxes,  but  on  examination 
it  always  appears  that  they  regard  it  as  the  best  of 
all  taxes  for  others  to  pay?— Yes,  that  is  an  epi- 
grammatic way  of  putting  it,  and  perhaps  a little 
cynical,  is  it  not? 

6908.  No;  it  is  the  exact  fact?— After  all,  it  is  a 
matter  of  opinion  whether  it  is  cynical. 

■ 690?;, W®U>  ifc  may  be-  Do  you  think  that  in  deal- 
ing with  abatements,  you  make  the  Income  Tax  really 
more  popular  or  easy  to  collect?— I think  if  this 
Lomnnssmn  does  not  hurry  up,  there  will  be  nothing 
left  tor  it  to  do  in  the  way  of  abatements.  The  Chan- 
cellor of  the  Exchequer  is  giving  you  away  every 
week.  I should  say  that  the  grievance  is  a mani 
told  one ; it  is  not  at  all  necessarily  the  grievance  of 
a single  layer,  but  there  are  grievances  of  various 
layers  of  people ; and  I think  that  there  should  be  a 
more  equitable  arrangement  of  abatements,  more  in 
accordance  with  up-to-date  Income  Tax  laws  abroad ; 
because  our  Income  Tax  laws  at  the  present  time  as 
no  doubt  has  been  pointed  out,  are  behind  the  best 
foreign  models.  I think  an  arrangement  of  the 
abatements,  more  in  acordance  with  equity  and  other 
experience,  would  remove  some  of  the  grievances  of 
some  of  the  layers,  but  it  would  not,  of  course,  deal 
limit  ^ mam  grievance’  which  is  the  exemption 

6910.  We  have,  of  course,  already  a graduation, 
Yes  ^ bottom  18  a vei7  steeP  graduation?— 

6911.  It  begins  with  a very  small  sum  ?— Yes. 

6912-  You  suggest  to  us,  if  I follow  you,  that  £200 
is  an  appropriate  limit  for  abatement  to  commence  ? 
—No,  pardon  me ; I only  pointed  out  the  figure  which 
has  been  adopted  by  the  Ministry  of  Health  and  the 
Government.  That  is  all  that  I have  suggested. 
Let  me  make  myself  clear.  You  put  it  to  me  that  I 
have  suggested  that  £200  was  an  appropriate  limit. 

I did  not.  What  I suggested  was  that,  merely  in 
order  that  the  Inland  Revenue  should  put  itself  in 
line  with  the  other  Government  Departments,  it 
would  be  necessary,  if  you  keep  the  limit  at  £130  in 
your  mind,  to  put  it  at  £200. 

6913.  Let  us  take  £200  as  a hypothetical  limit?— 


...  i — n uoi  u,  m,tie  invidious  to  tak( 

a ™erL  1 hurably  suggest  it  is  a little  dangerous. 

6920.  Mr.  Pretyman:  Take  anyone?— Supposing  we 

take  a teacher.  ° 

6921.  It  is  the  same? — Is  it  the  same? 

,,6^'  ^r-  Kerly-  I have  something  in  my  mind 
that  1 want  to  pursue,  if  you  will  kindly  follow  me. 
rou  suggest  that  we  should  abandon  the  notion  of 
subsistence  level  ?— Certainly,  if  it  was  ever  enter- 
tained  I am  not  prepared  at  the  moment  to  believe 
that  the  Chancellor  of  the  Exchequer  is  so  suicidal 
as  to  take  it. 

6923.  And  you  suggest  as  an  alternative,  I think 

your  phrase  is,  the  maximum  efficiency  level? Yes. 

I am  speaking  in  terms  of  economics.  That  is  what 
economists  would  recommend,  or,  rather,  economists 
would  warn  the  Chancellor  of  the  Exchequer  that  if  by 
taxation  he  trenches  on  the  efficiency  of  the  taxpayer 
he  is  performing  a suicidal  act.  That  is  an  orthodox 
view. 

6924.  If  you  will  pardon  my  saying  so,  if  you  dis- 
cuss my  hypothesis  every  time,  I am  afraid  I shall  not 
Yes  °n  Y°U  SUggest  a raaximum  efficiency  level?— 

6925.  Would  you  just  explain  a little  more  what 
you  mean  by  an  efficiency  level — never  mind  the 
maximum,  for  the  moment.  Must  not  that  be  con- 
sidered with  regard  to  each  class  of  the  community?— 
1 es,  certainly. 

6926.  Then  you  will  have  a maximum  efficiency 
IeY.el  foJ  every  trade?— That  is  what  a wise  Chan- 
cellor of  the  Exchequer  would  do,  except,  of  course 
it  must  be  reasonable.  Let  me  explain.  If  you  do 
not  have  regard  to  that,  then  ex  hypothesi  you  are 
deliberately  doing  something  by  taxation  which 
diminishes  efficiency. 

6927.  Let  us  see.  The  maximum  efficiency  level  for 

an  unskilled  worker ?— Pardon  me:  he  is  also 

a citizen  and  a father. 

6928.  Certainly?— But,  you  see,  it  is  very 

important.  * 

6929.  It  seems  to  me,  with  all  respect,  to  be  wholly 
irrelevant  to  the  question  I am  discussing?— Verv 
well ; we  have  to  differ  on  it. 

6930.  We  are  dealing  with  efficiency.  Treat  him  as 

one  of  the  workers  of  the  community  ?— But  are  you 
by  efficiency,  meaning  merely  efficiency  in  the  pro- 
duction of  wealth?  1 

6931  I want  to  know  what  you  mean?— I have  ex- 
piamed.  I mean  efficiency  as  a producer  of  wealth, 
efficiency  as  the  head  of  a household,  and  efficiency 
as  a citizen.  J 

6932.  Then  there  are  three  different  efficiencies  ?— 
Yes. 

6933.  Are  they  to  he  combined  ?_Yes,  certainly. 

6934.  In  what  proportion  ?— You  have  to  do  the 
best  you  can.  The  Chancellor  of  the  Exchequer  will 
be  committing  a suicidal  act  if  he  interferes  with  effi- 
ciency. 
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6935.  I will  come  to  the  suicide  in  a moment,  if  1 
may ; for  the  moment  I want  to  know  what  you  mean 
by  efficiency.  I understand  now  you  have  three  ele- 
ments, and  you  are  to  combine  them  as  you  please? 

Yes. 

6936.  Then,  however  you  combine  them,  the  effi- 
ciency level  for  a day  labourer  will  be  very  different 
from,  say,  the  efficiency  level  for  a school  teacher? 

— That  is  so. 

6937.  Or  a miner?— That  is  so. 

6938.  And  you  may  arrive  at  a different  result? — 
Yes;  those  are  the  facts  of  the  case  set  by  nature  for 
the  Chancellor  of  the  Exchequer ; I have  not  set  them. 

6939.  Would  you  suggest  that  in  each  case  you  take 
the  efficiency  level  for  the  particular  citizen  you  are 
dealing  with? — No,  of  course  not.  The  economist 
always  recognizes  that  taxation  must  be  by  general 
rule ; therefore  you  have  to  be  very  careful  that  your 
general  rule  does  not  interfere  with  efficiency.  Of 
course  these  are  only  platitudes  that  I am  talking ; 
they  are  not  my  own  heresies ; they  are  the  elements 
of  economics. 

6940.  For  my  part  I want  to  understand  what  you 
are  saying? — Quite  so,  and  I am  endeavouring  to  ex- 
plain 

6941.  I appreciate  that  you  are  making  a serious 
contribution,  and  I am  hoping  to  profit  by  it  as  much 
as  I can.  Now  I have  given  three  instances,  and  I 
gather  that  there  are  three  possibly  very  different 
levels  to  be  arrived  at? — No,  pardon  me;  that  is  an 
inference.  I did  not  say  there  were  different  levels 
in  those  three  instances. 

6942.  Do  you  suggest  that  the  efficiency  level  will 
be  the  same  for  an  unskilled  labourer  and,  say,  for  a 
miner?— I am  not  prepared  to  recognize  any  assign- 
able difference  between  the  efficiency  level,  as  I call 
it,  of  what  is  called  the  unskilled  labourer— we 
call  them  semi-skilled  now— and  the  miner.  To  con- 
sider, first  of  all,  the  mere  question  of  food,  I am  not 
aware  that  the  muscular  exertion  of  the  one  man  is 
necessarily  more  than  that  of  the  other.  There  may 
be  particular  cases.  With  regard  to  efficiency  as  a 
citizen,  I cannot  see  any  difference  at  all.  They 
have  both  got  the  vote,  and  they  have  both  got  to 
have  an  opinion  on  the  Government.  They  have  both 
got  to  have  the  same  sort  of  education,  I suppose,  and 
with  regard  to  the  case  of  the  households,  I really 
do  not  see  why  it  should  be  suggested  that  the  desir- 
able things  in  the  miner’s  household  should  be  dif- 
ferent from  the  desirable  things  in  an  unskilled 
labourer’s  household.  I have  gone  into  this  to  ex- 
plain that  by  maximum  efficiency  I do  not  necessarily 
mean  that  each  particular  occupation  should  have  a 
separate  level ; but  that  the  Chancellor  of  the  Exche- 
quer must  be  careful  in  no  case  to  go  beneath  the 
maximum  efficiency  level. 

6943.  Is  your  suggestion  that  you  should  find  the 
maximum  efficiency  level  for  any  class  of  the  country, 
and  take  that  and  apply  it  to  all? — No,  that  is  not 
my  suggestion  at  all.  I am  talking  about  the  exemp- 
tion limit,  and  my  suggestion  is  that  it  is  suicidal 
from  the  economist’s  standpoint  for  the  Chancellor  of 
the  Exchequer  to  put  the  taxation  level  below  this 
efficiency  level. 

6944.  At  present  you  are  leaving  upon  my  mind — I 
daresay  it  is  my  fault — the  notion  that  the  maximum 
efficiency  level  is  only  a phrase;  that  it  is  no  sort  of 
guide  by  which  two  men  can  be  expected  to  arrive  at 
anything  like  the  same  conclusion  with  regard  to  tho 
same  facts? — I am  interested  to  hear  that  that  is 
your  view. 

6945.  Can  you  displace  it? — That  is  my  view.  My 
suggestion  was  this ; I want  to  put  it  in  simple  words. 
And  again,  as  I say,  I think  I am  only  giving  what 
the  economists  would  tell  you  : that  taxation  ought  to 
be  so  adjusted  as  nob  to  trench  on  anything  which  is 
required  for  the  efficiency,  in  the  wide  sense,  of  the 
taxpayer,  but  that  that  must  be  understood  to  be 
expressed  in  general  rules;  you  cannot  do  it  in  each 
case,  not  because  you  cannot  take  the  trouble,  but 
because  that  would  necessarily  lead  to  a feeling  of 
injustice. 


6946.  Now  let  us  take  a concrete  instance.  The 
Sussex  labourer  of  1912,  we  will  say,  was  well  fed,  a 
capable  citizen,  and  generally  a happy  man?  I am 
interested  to  hear  you  say  so.  That  was  not  my 
opinion. 

6947.  Was  he  relatively  as  well  off  in  those  parti- 
culars as  a Welsh  miner? — I think  not;  and,  as  a 
matter  of  fact,  you  know  that  has  been  the  view  of 
Parliament  and  the  Government;  because  they  have 
very  largely  raised  his  wage. 

6948.  If  this  test  is  to  be  of  any  use,  we  shall  have 
to  be  able  to  translate  it  into  figures  in  some  way  ? — 
You  will. 

6949.  How  much  addition  to  his  wages  did  a Sussex 
labourer  need,  to  bring  him  up  to  the  level  of 
efficiency  of  a miner? — I do  not  know.  I cannot 
formulate  in  my  mind  what  the  level  of  efficiency  of 
a miner  is.  It  is  rather  a difficult  thing  to  do. 

6950.  If  you  cannot  formulate  the  test  in  your  own 
mind,  how  can  you  teach  anyone  else  to  apply  it? — 

1 am  not  attempting  to  teach  you.  You  have  asked 
me  to  put  a figure  to  it.  I would  say,  in  my  opinion, 
that  the  level  of  £160  a year  pre-war,  was  a very 
proper  level  to  be  maintained,  and  I do  not  believe 
that  you  could  have  led  an  effective  and  efficient  life 
in  any  occupation,  when  you  take  these  three  kinds 
of  efficiency  into  account,  as  you  must,  on  anything 
much  below  that.  That  level  of  £160  in  1914,  which, 
remember,  no  responsible  person  at  that  time  proposed 
to  reduce,  and  which  the  Inland  Revenue  had  pressed 
should  be  raised  to  that  minimum,  that  level  which 
nobody  at  that  time  proposed  to  lower,  would  now, 

I suppose,  correspond  to  a level  of  something  like  £300 
or  £320.  I do  not  put  it  as  high  as  that.  My  recom- 
mendation is  that  the  exemption  limit,  in  view  of  the 
very  large  amount  of  indirect  taxation  which  at 
present  exists,  should  be  placed  at  £250. 

6951.  Then  your  practical  suggestion  is  that  we 
should  take  the  1914  limit  of  £160  and  alter  it  to 
meet  present  conditions? — Yes;  that  is  exactly  what 
has  been  done  by  the  Government,  in  the  Ministry 
of  Health. 

6952.  What  plan  would  you  follow  to  turn  the  £160 
into  some  other  figure?  Are  you  going  to  take  the 
proportionate  costs  of  some  commodities,  or  what? — I 
will  endeavour  to  answer  that  the  best  way  I can. 
My  reason  for  suggesting  £250  is  twofold.  The  first 
reason  is  that  I do  not  think  it  is  desirable  that  the 
class  of  persons  whom  Parliament  intended  to  bring 
into  the  Income  Tax  should  be,  to  use  the  Govern- 
ment phrase,  artificially  narrowed,  without  the 
decision  of  Parliament,  by  a mere  alteration  in 
currency  values.  In  order  that  it  should  not  be 
artificially  narrowed,  I suggest  that  instead  of  £160, 
you  must  make  it  £250.  That  is  the  argument  which 
the  Government  has  actually  applied  in  the  case  of 
Health  Insurance.  They  say  that  they  want  to 
keep  the  same  class  of  people  in  insurance,  as  nearly 
as  they  could,  at  the  new  level  of  prices  as  compared 
with  the  old.  It  seems  to  me  that  we  ought  to  begin 
by  trying  to  keep  the  same  class  of  people  in  the 
Income  Tax  at  the  new  level  as  at  the  old.  That 
is  the  first  consideration.  Then  another  consideration 
is  that  of  maximum  efficiency.  It  seems  to  me  that  a 
level  of  £250  a year  is  not  too  high,  in  view,  not, 
mind  you,  of  subsistence,  not  mind  you,  even  with 
regard  to  the  production  of  material  wealth,  but  in 
order  to  give  full  aocount  to  the  new  considerations, 
which  were  not  thought  of  in  Victorian  days:  that 
you  want  a man  to  be  a good  head  of  a household,  and 
you  want  him  to  be  also  an  effective  citizen. 

6953.  It  would  assist  me  so  much  if  you  would  give 
me  a proposition  instead  of  a speech? — I am  sorry, 
but  there  are  some  questions  which  cannot  be 
answered  by  yes  or  no. 

6954.  I did  not  ask  for  an  answer  yes  or  no ; I 
asked  for  a proposition.  You,  quite  unconsciously 
no  doubt,  repeat  what  you  have  said  in  other  parts 
of  your  statement,  and  several  times  over,  while  I am 
trying  to  deal  with  one  thing  at  a time.  You  say 
that  you  would  maintain,  as  I understand,  the  same 
class,  that  is  to  say,  roughly  the  same  group  of  indi- 
viduals, as  taxpayers?— That  is  the  first  considera- 
tion that  I urge. 
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6955.  Does  it  occur  to  you  as  right,  or  not,  that 
when  a very  much  larger  income  has  to  be  raised  for 
the  country,  some  people  who  escaped  before  should 
be  brought  within  the  direct  tax-paying  community? 
— That,  of  course,  has  to  be  taken  into  account ; but 
I may  observe,  with  due  deference,  that  your  phrases 
are  wrong.  These  people  did  not  escape  taxation 
before,  and  they  are  not  brought  within  the  tax- 
paying  community  for  the  first  time. 

6956.  I said  direct  tax-paying? — I should  not  make 
that  answer  merely  as  a repartee;  but  it  is  an  essen- 
tial point  that  those  people  are  paying  much  more 
heavily  than  you  and  I are  to  indirect  taxation,  and 
jou  cannot  leave  that  out  of  account  when  you  are 
proposing  to  put  on  direct  taxation. 

6957.  Very  well;  I have  your  answer.  Do  you 
attach  any  political  importance  to  the  direct  taxa- 
tion of  the  largest  classes  of  voters? — I think  that  it 
might  be,  in  Utopia,  a desirable  thing  that  everybody 
should  pay  some  tiny  proportion  of  direct  taxation. 
But  that  would  involve  the  sweeping  away  of  indirect 
taxation.  Now,  I am  quite  willing  to  go  into  the. 
proposition  of  sweeping  away  indirect  taxation,  but 
it  would  be  obviously  illogical,  and  in  fact  stupid,  to 
talk  about  the  Income  Tax  as  if  there  were  no  indirect 
taxation,  and  then  to  apply,  even  unconsciously,  the 
argument  to  the  Income  Tax  in  a state  of  things  in 
which  there  is  very  heavy  and  very  degressive  in- 
direct taxation. 

6958.  There  are,  of  course,  indirect  grants,  but  I 
do  not  propose  to  discuss  that  with  you ; it  seems  to 
me  to  be  irrelevant  to  this  matter? — I think  the 
grants  are  irrelevant. 

6959.  Will  you  tell  me  what  you  mean  by  the  ex- 
pression that  certain  kinds  of  taxation  would  be  sui- 
cidal? Do  you  mean  that  they  would  not  produce 
revenue? — I mean  that  they  would  not,  all  things 
taken  into  account,  produce  revenue.  If  I may  give 
an  instance,  I think  the  raising  of  the  cheque  tax 
from  Id.  to  2d.  is  suicidal.  That  is  an  instance.  I 
think  there  is  a great  deal  to  be  said  for  the  view 
that  the  Chancellor  of  the  Exchequer  was  badly 
advised  when  he  increased  the  cheque  tax.  He 
appeared  to  get  a large  sum,  but  he  really  did  not,  on 
the  whole. 

6930.  Your  phrase  means  that  the  tax,  put  in  the 
way  you  object  to,  would  produce  a smaller  return 
than  if  put  in  the  way  you  approve? — Yes;  I mean, 
taking  all  things  into  account,  a smaller  aggregate 
revenue  to  the  Chancellor  of  the  Exchequer. 

6961.  I follow  your  statement.  Can  you  give  us 
any  tangible  reason  for  supposing  that  it  would  be 
suicidal  in  that  sense  to  make  the  abatement  £200 
instead  of  £250? — Of  course,  it  is  extremely  difficult 
in  all  these  matters  to  draw  a line  and  say,  at  that 
line  something  happens,  and  ever  so  little  beyond  it, 
it  does  not  happen.  That,  of  course,  is  not  a pos- 
sible way  of  arguing  the  matter.  It  does  seem  to  me 
that  the  exemption  level  of  £200  brings  into  direct 
taxation  people,  for  instance,  let  us  say,  the  typist 
or  the  unmarried  teacher,  who  are  hearing  a very 
heavy  burden  in  indirect  taxation.  Indirect  taxa- 
tion to  them  is  in  the  nature  of  a poll  tax,  and  the 
poll  tax  is,  of  course,  the  most  inequitable  of  all 
taxes. 

6962.  You  do  not  suggest  that  there  would  be  a 
loss  on  the  cost  of  collection? — No,  I do  not  suggest 
that  there  would  be  a loss  actually  measured  in 
Inland  Revenue  salaries ; I did  not  mean  that. 

6963.  Are  you  aware  that  the  cost  of  collection  of 
the  payments  of  Income  Tax  of  the  wage-earners  is 
7 per  cent.  ? — I am  a little  sceptical  about  these 
estimates  of  cost : it  is  so  extremely  difficult  to 
allocate  the  whole  of  the  costs  of  an  establishment ; but 
that  criticism  does  not  go  to  more  than  a few  points 
per  cent.  I am  quite  willing  to  believe  that,  even  in- 
cluding everything,  it  is  only  10  or  15  per  cent. 

6964.  Chairman : The  Inland  Revenue  say  7 per 
cent.? — I know,  and  I have  no  doubt  that  that  arith- 
metically accurately  states  the  number  of  the  amount 
of  workers  that  can  be  allocated  to  that  particular 
office,  but  I think  it  is  extremely  difficult  to  allocate 
the  whole  cost  of  an  establishment. 


6965.  Mr.  Kerhj : You  suggest  that  the  children’s 

allowance  shall  be  increased? — Yes.  That  increase 

is  to  deal  very  largely  with  another  layer  of  people. 
The  most  heavily  burdened  layer  at  the  present  time 
is  perhaps  the  man  between  £500  and  £1,500  a year, 
if  you  take  into  account  the  three  efficiencies  which 
I have  spoken  of. 

6966.  Do  you  propose  that  the  allowance  for 
children  should  be  discontinued,  whether  they  are 
being  educated  or  not? — No,  I do  not  see  any  reason 
for  that.  I think  it  is  extremely  desirable  that  the 
inland  Revenue  should  come  into  line  with  the 
Board  of  Education.  After  all,  it  is  a desirable 
thing  that  all  the  Government  Departments  should 
help  each  other,  and  I think  it  is  very  desirable  that 
they  should  come  into  line  and  extend  the  allow- 
ances for  children  and  increase  it  up  to  the  age  at 
which  education  is  in  fact  going  on,  even  up  to  25. 

6967.  Would  you  make  the  allowance  depend  upon 
the  expenditure  of  at  least  the  amount  allowed  upon 
the  child’s  education? — I do  not  think  there  would 
be  any  harm  in  making  it  depend  on  the  expendi- 
ture of  at  least  the  amount  of  the  tax  remitted. 

6968.  T did  not  say  of  the  tax  remitted ; I said  the 
amount  of  the  allowance? — I think  that  would  be 
quite  impossible,  but  as  a matter  of  fact  what  is 
spent  is  not  so  much  the  school  fee  or  the  university 
fee,  but  the  cost  of  maintenance  of  the  child  or  young 
person,  and  it  has  a very  bad  effect  to  cut  short  an 
allowance  at  a particular  point,  assuming,  of  course,  we 
desire  chat  education  should  be  continued.  I should 
like  to  point  out  a precedent,  which  is  of  some  in- 
terest, that  in  Bavaria  the  child’s  allowance  is  con- 
tinued whilst  preparing  for  a profession  or  whilst 
doing  military  service  in  the  course  of  such  pre- 
paration. 

6969.  Are  you  aware  what  is  the  qualification  for 
getting  that  allowance? — No,  I am  not. 

6970.  Does  it  not  correspond  to  our  scholarship 
system? — No,  it  applies  to  all  people  who  are  pre- 
paring for  a profession. 

6971.  Is  everybody  allowed  to  prepare  for  a pro- 
fession if  he  pleases? — Everybody  who  has  the  neces- 
sary education,  yes. 

6972.  And  the  necessary  means? — And  the  neces- 
sary means;  that  is  exactly  the  case  in  this  country. 

6973.  Would  not  the  end  in  view  be  better  ob- 
tained by  a development  of  the  scholarship  system? 
— No,  I think  not. 

6974.  Why  not? — Because  the  scholarship  system 
necessarily  implies  an  elite — that  you  pick  your 
people  for  superior  ability.  We  cannot  run  our  pro- 
fessions, out  of  the  elite ; there  are  not  enough  of  the 
elite,  and  you  cannot  get  anything  like  enough.  A 
mere  look  into  the  statistics  would  show  you  that 
you  cannot  get  enough  doctors,  lawyers,  teachers, 
journalists,  engineers,  architects,  surveyors,  and  so 
on  out  ol‘  the  elite.  We  have  to  come,  as  I am  sure 
the  Commissioners  'are  aware,  down  to  very  ordinary 
people  in  order  to  fill  the  ranks  of  those  professions. 

6975.  I thought  the  experience  of  most  of  us  was 
that  there  was  too  large  a professional  class? — No, 
there  are  nothing  like  enough  people  of  professional 
skill  and  service  in  this  country  to  get  through  the 
work  that  these  professions  ought  to  undertake. 

6976.  1 will  ask  you  only  one  further  question 
about  that.  You  have  had  great  experience,  I know, 
in  this  matter.  Is  it  your  experience  that  to  take 
children  of  the  working  classes  generally,  without 
reference  to  their  ability,  and  give  them  or 
encourage  them  to  get  a higher  education  is  gene- 
rally beneficial? — Yes. 

6977.  Quite  apart  from  selection? — Yes,  I believe 
that  this  country  would  gain  enormously  if  you 
could  give  every  child  in  this  country  a University 
education,  that  is  to  say,  that  the  common  level 
should  be  that  of  educated  people,  which  to  some 
extent  has  prevailed  in  Scotland.  I believe  that 
would  be  of  enormous  benefit  to  this  country,  and 
there,  after  all,  I am  only  speaking  the  commonest 
of  commonplaces.  I am  not  talking  about  technical 
education,  of  course;  I am  talking  about  education 
—if  you  could  give  everybody  a liberal  education. 

I should  just  like  to  mention  an  extraordinary  thing 
now  that  we  have  got  300,000  people  in  the  service 
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of  tlie  Crown,  that  the  lower  ranks  of  those  civil 
servants  are  only  able  to  get  for  their  children  a 
very  inferior  education,  while  the  higher  ranks  of 
those  civil  servants  are  able  to  get  a good  education. 

J.  cannot  for  the  life  of  me  see  why  all  the  children 
of  civil  servants  should  not  receive  the  same  edu- 
cation. 

6978.  It  is  an  interesting  matter,  and  I will  not 
attempt  to  follow  that  now— I did  not  introduce  it. 

6979.  You  make  a proposal  for  what  I may  call 
family  grouping? — Yes. 

6980.  You  propose  that  all  the  people  dependent 
upon  a particular  person,  I suppose  you  mean  as 
father  or  mother  of  the  family,  should  be  grouped 
together? — At  his  option. 

6981.  And  theirs?— And  their  option,  yes. 

6982.  Do  I follow  that  you  propose  to  divide  the 
grouped  income  by  the  number  of  members  of  the 
group?— I pointed  out  that  that  would  be  the  logical 
way  of  dealing  with  it,  but  that  practically  another 
way  might  be  preferred. 

6983.  Is  there  any  other  way? — Yes;  I have  sug- 
gested another  way. 

6984.  What  is  that?— That  is  that  some  cor- 
responding number  of  abatements  should  be  allowed. 

I have  gone  into  the  details,  and  I have  given  you 
particulars  about  that. 

6985.  I see  at  page  17  of  the  pamphlet  to  which 
you  have  referred  us,  and  again  at  page  21,  you  sug- 
gest that  if  you  took  the  total  income  and  divided 
it  up,  the  result  would  be  an  expense  to  the  country 
of  something  like  twice  the  sum  of  abatements  and 
allowances  for  children  in  1915-16 : you  will  find  that 
at  page  21?— Yes.  It  was  very  difficult  for  me  to  work 
out  those  figures,  and  I do  not  lay  any  stress  on 
them.  I would  only  point  out  it  is  not  a loss  to  the 
country.  It  is  only  a question  of  re-arranging  your 
Income  Tax ; there  is  no  loss. 

6986.  A very  large  group  of  citizens  would  find 
their  Income  Tax  lower? — Yes,  that  is  so  on  the 
argument  that  that  is  a just  concession. 

6987.  That  would  apply,  I understand,  right 
through  the  scale  up  to  incomes  of  £10,000  a year  ? — 
No,  I did  not  make  that  suggestion.  I made  the 
suggestion  that  the  privilege  should  stop  at  a certain 
point,  and  I suggested  £1,500  or  £2,500. 

6988.  You  mean  when  the  grouped  income  came  to 
£1,500  or  £2,500?— Yes. 

6989.  The  result  of  that  would  be  that  up  to  the 
limit  of  £2,500  or  whatever  it  was,  the  rise  in  the 
rate  would  be  stopped? — Yes,  it  would  have  that 
effect,  of  course. 

6990.  And  that  would  leave  a very  large  lost 
Income  Tax  to  be  recovered  from  some  other  part  of 
the  scale? — Yes,  but  I demur  to  calling  it  lost.  It 
is  a question  of  assessing  your  Income  Tax  in  a 
just  way,  and  then  fixing  the  rate. 

6991.  In  effect  it  means  lifting  a burden  off  the 
middle  class  incomes  and  the  lower  middle  class  in- 
comes, and  putting  more  on  the  upper  ranges  of 
income? — Yes,  but  I think  that  is  commonplace,  is  it 
not?  You  cannot  possibly  maintain  the  stoppage  of 
the  graduation  at  £10,000. 

6992.  Sir  J.  Harmoocl-Banner : I see  you  have  not 
been  able  quite  to  get  rid  of  the  Royal  Commission 
on  Coal  Mining,  and  I want  to  put  a question  on 
that.  In  your  clause  2 you  put  that  the  miners  do 
not  take  the  opportunity  of  working  their  full  time? 
— I thought  it  was  to  the  advantage  of  the  Com- 
mission to  bring  that  fact  to  their  notice. 

6993.  But  do  you  think  in  dealing  with  this  question 
we  should  take  that  into  consideration  at  all? — 1 
think  in  dealing  with  taxation  you  must  take  into 
consideration  its  effect  upon  productive  efficiency. 
The  argument,  for  instance,  for  halving  the  Excess 
Profits  Duty  was  that  it  actually  interfered  with 
productive  efficiency,  and  the  miners  are  saying  that 
that  large  remission  of  taxation  was  made  on  that 
very  plea,  and  they  do  not  necessarily  believe  it  to  be 
a true  one. 

6994.  Do  you  not  think  in  these  days  of  education 
and  progress  we  ought  to  get  rid  of  that  entirely? — 
I think  we  ought.  I think  the  giving  away  of  half 
the  Excess  Profits  Duty  was  a very  wrong  act. 


6995.  Chairman:  That  was  not  the  question? — 
Pardon  me,  I understood  the  question  to  refer  to  the 
Excess  Profits  Duty;  but  still  the  argument  applies 
to  the  Excess  Profits  Duty,  does  it  not? 

6996.  Svr  J.  Harmood-Banner : I thought  you  put 
in  a sort  of  apologetic  way  that  we  ought  to  consider 
the  man  who  does  not  take  the  full  opportunity  of 
earning  in  considering  taxation,  and  I was  asking 
whether  you  thought  that  was  the  right  principle? — 
No,  but  on  the  other  hand,  equally  in  the  case  of  the 
Excess  Profits  Duty,  half  of  that  was  given  away  on 
that  plea,  and  it  is  very  necessary  for  the  Chancellor 
of  the  Exchequer  to  be  even-handed. 

6997.  Then  with  regard  to  your  paragraph  12  I 
am  very  much  in  sympathy  with  you  as  regards  our 
being  able  to  bring  occasional  gains  or  windfalls  into 
our  taxation.  The  difficulty,  of  course,  is  earmark- 
ing the  man  who  receives  them? — Yes.  That  would 
be  got  over,  of  course,  at  once  if  you  had  to  examine 
every  person  for  Income  Tax.  At  the  present  time 
you  do  actually  get  before  the  Inland  Revenue  De- 
partment all  but  about  one  per  cent,  of  the  taxpayers ; 
it  is  only  bringing  in  that  other  one  per  cent. 

6998.  You  say  we  bring  in  all  but  one  per  cent.  ? — 
99  per  cent,  of  the  taxpayers  do  now  apply. 

6999.  Ninety-nine  per  cent,  of  the  taxpayers,  but 
not  99  per  cent,  of  the  population? — No;  the  exclu- 
sions are  very  large,  but  if  you  get  before  you  the 
whole  100  per  cent,  of  the  taxpayers  and  are  able  to 
cross-examine  them:  “ Have  you  not  had  occasional 
gains  in  this  or  that  respect?”  you  would  get  them  in. 

7000.  I am  speaking  as  a chartered  accountant, 
who  not  infrequently  comes  across  cases  of  men  who 
are  living  in  small  rooms  and  hotels  who  have  been 
brought  up  for  non-payment  of  Income  Tax,  and 
am  rather  inclined  to  think  there  is  a good  deal  of  it. 
Is  there  any  way  of  obviating  that  unless  we  keep  a 
census  of  the  population  and  compel  either  every  man 
to  take  out  a licence  to  trade  or  adopt  some  system 
that  puts  him  under  the  particular  observation  of  the 
taxing  authorities? — You  can  do  it  much  more  easily 
than  that.  It  can  quite  easily  be  done,  and  the  In- 
land Revenue  know  how  to  do  it  as  a matter  of  fact. 
It  requires  a very  little  extension  of  the  present 
arrangements  of  returns  to  bring  those  people  in 
with  quite  as  much  accuracy  as  the  present  flock  are 
herded.  It  is  quite  possible  to  do  it.  The  Inland 
Revenue  will  tell  the  Commission  how  that  can  be 
done. 

7001.  I think  you  made  a little  error  here.  You 
say  the  capital  gains  made  by  the  sale  of  ships  are 
made  liable  to  Excess  Profits  Duty.  I am  rather  in- 
clined to  think  that  it  is  only  in  the  case  of  a trans- 
fer, and  that  where  a company  sells  its  ships  and  dis- 
tributes the  profits  they  do  not  come  in  for  Excess 
Profits  Duty? — I am  very  sorry  to  hear  it,  because 
obviously  they  ought.  They  ought  also  to  come  into 
Income  Tax  for  the  same  profits.  I want  to  empha- 
size before  the  Commission  that  other  Income  Tax 
systems  do  that.  It  is  not  an  extraordinary  thing. 
It  is  done  as  a matter  of  common  form  elsewhere.  It 
is  only  the  stupidity  or  perhaps  the  vested  interests 
in  our  Parliament  which  have  prevented  it  being 
done. 

7002.  There  is  only  one  other  question  further,  hav- 
ing regard  to  the  shortness  of  time,  and  that  is  a3 
regards  the  foreign  agent.  I thought  you  had  sym- 
pathy with  him,  but  apparently  you  seem  to  lay  it 
down  that  it  is  impossible  to  make  him  pay  anything 
in  respect  of  profits  made  in  his  trading  in  this 
country? — No,  I think  it  is  quite  possible  to  make 
him  pay  in  respect  of  all  the  profits  on  his  trading 
in  this  country,  but  not  on  the  profits  which  are  made 
in  the  other  country. 

7003.  I am  afraid  I misread  your  Clause  16,  be- 
cause I understand  that  there  you  put  it  that  there  is 
no  way  of  bringing  such  profits  into  assessment  with- 
out giving  rise  to  grave  dangers,  if  not  evils?— Yes, 
bringing  the  profits  which  are  really  made  in  the 
other  country  into  assessment,  but  so  far  as  they 
are  made  in  this  country  they  are  already  brought 
into  assessment. 
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7004.  Of  course,  that  is  the  question,  what  is  made 
here  and  what  is  made  on  the  other  side? — Yes. 

7005.  For  instance,  an  article  manufactured  in 
America  or  coffee  sent  from  Brazil  or  anything  sent 
from  elsewhere  has  its  cost,  including  its  profits,  in 
the  particular  country  of  origin? — Yes. 

7006.  Then  it  comes  to  this  country,  and  by  these 
foreign  agents  it  is  sold  hero  at  considerably  above 
its  cost  of  origin,  plus  the  proper  proportion  of 
profits  made  in  that  country  ? — That  begs  the  question 
—the  proper  proportion.  May  I point  out  that  the 
foreign  agent  does  not  mean  a foreigner ; he  is  very 
often,  and  indeed,  in  a large  number  of  cases,  a 
British  subject. 

'007.  I quite  admit  that.  I only  used  ithe  word 
foreigner  as  meaning  people  not  resident  in  this 
country? — Yes,  but  as  a matter  of  fact  the  only 
business  done  in  this  country  is  that  of  agency. 

7008.  Are  not  you  aware  that  in  many  countries 
outside  this  country  there  are  laws  by  which  they 
manage  to  assess  and  obtain  for  Income  Tax  purposes 
returns  of  amounts  sent  from  this  country  or  else- 
where?—I am  not  aware  of  that,  and  I think  those 
laws  would  be  quite  certainly  ineffective. 

7009.  We  have  heard  a good  deal  of  evidence  on 
that  point? — Have  you  had  evidence  as  to  their 
effectiveness,  because  as  a matter  of  fact  it  is  so 
easy  to  evade  them.  All  you  have  to  do  is  to  have 
a separate  firm,  and  at  once  you  cannot  possibly  get 
any  tax  on  the  foreign  profits. 

7010.  We  have  had  all  that  before  us? — I am  very 
glad  to  hear  it;  then  you  will  not  go  wrong. 

7011.  I would  only  put  it  in  this  way.  If  we  can 
manage  to  obtain  such  evidence  as  enables  us  to 
obtain  the  tax  upon  the  profits  made  in  this  country 
by  the  outside  person,  you  would  not  consider  that 
we  were  doing  anything  wrong  in  doing  so? — I should 
only  consider  you  would  be  giving  bad  advice  to  the 
Chancellor  of  the  Exchequer,  because  you  would  be 
proposing  he  should  grab  something  which  is  moon- 
shine. He  would  find  it  would  disappear  in  his  fingers 
by  this  transfer  of  the  business  to  a British  firm. 

7012.  The  only  thing  I have  in  mind  is  that  other 
countries  have  shown  us  it  is  not  moonshine,  and  they 
obtain  a considerable  return  in  that  way?— I have 
never  seen  any  evidence  that  their  laws  were  effec- 
tive, and  I do  not  believe  they  are. 

7013.  Mr.  McLintock : Will  you  look  at  the  lasrt 
sentence  of  paragraph  13  of  your  proof,  relating  to 
evasion  ? — Yes. 

7014.  You  say  there:  “ The  very  great  resort  to 

capitalising  income  ’ for  the  purpose  of  escaping 

Income  Tax  and  Excess  Profits  Duty.”  Do  you  mean 
by  that  the  practice  which  is  common  to-day  of  issuing 
bonus  shares?— Yes;  that  is  only  one  variety. 

7015.  Is  that  what  you  mean? — That  is  one  variety. 
What  I mean  is  not  drawing  the  profit  in  current 
dividends,  but  in  some  way  or  another  adding  it  to 
capital.  There  are  a number  of  varieties  of  cutting 
the  melon. 

7016.  But  take  that  one  way  of  cutting  the  melon : 

I suggest  to  you  that  there  is  no  escape  from  Income 
Tax  and  Excess  Profits  Duty  there? — Indeed  ! 

7017.  Well,  how  does  it  escape? — As  a matter  of 
fact,  of  course,  in  so  far  as  you  give  the  man  bonus 
shares,  for  instance,  which  he  then  sells  or  can 
sell  as  part  of  his  income,  he  has  not  paid  Income 
Tax  on  that. 

7018.  Look  at  the  thing  seriously.  A company 
has  accumulated  profits? — Yes. 

7019.  Do  you  suggest  the  company  has  not  already 
paid  the  tax  on  them? — It  may  or  may  not  have 
done,  but  I follow  you.  I will  assume  it  has  paid 
the  tax,  and  that  these  are  not  accumulations  out  of 
earnings.  As  a matter  of  fact  a company  very  often 
grows  very  much  more  valuable  by  what  we  will  call 
for  the  moment  unearned  increment. 

7020.  Excuse  me  just  a moment.  Your  statement 
here  is  quite  definite  that  the  capitalizing  of  income 
means  the  escaping  of  Income  Tax  and  Excess  Profits 
Duty? — Yes,  it  does  in  many  cases. 

7021.  I suggest  to  you  that  the  statement  should 
not  come  from  you;  it  is  an  absolutely  wrong  state- 
ment?— Pardon  me,  I retain  my  own  opinion.  I 
know  the  obvious  trick,  of  course,  and  I am  not 
falling  into  that  error,  but  I do  maintain  my  own 


opinion  that  a good  deal  of  capitalizing  of  income 
is — I will  not  say  it  is  done  for  rthe  purpose,  but  it 
has  the  effect  of  there  being  no  Income  Tax  paid  on 
it.  Let  me  give  you  a case.  Supposing  a company 
is  returning,  and  being  assessed  upon,  its  actual  profits 
each  year  up  to  the  full,  and  I am  not  making  any 
bother  about  that;  but  supposing  owing,  let  us  say, 
to  the  war,  that  the  value  of  its  assets  is  leaping  up 
enormously,  and  because  its  assets,  say  ships  or  any- 
thing else,  have  doubled  in  value,  it  is  then  able  to 
issue  new  shares  in  proportion  to  that  increment  of 
value,  and  it  has  not  paid  any  Income  Tax  on  that 
increment  of  value. 

7022.  Hold  on  just  a moment.  Your  statement  is 
“capitalising  income”? — Yes,  in  inverted  commas; 
that  is  my  meaning. 

7023.  Do  you  mean  that  the  inverted  commas  mean 
that  it  is  something  we  do  not  generally  recognize  as 
income? — I meant  to  include  a great  many  cases,  but 
I am  suggesting  that  as  a matter  of  fact  an  increment 
of  value  in  the  property  of  a oompany  might  be  dis- 
tributed year  by  year  as  income,  and  could  accurately 
be  so  distributed. 

7024.  And  the  loss  too? — If  there  is  a loss,  of  course 
you  could  not  distribute  it  as  income. 

7025.  You  admitted  when  I first  asked  the  question 
that  the  issuing  of  bonus  shares  in  respect  of 
accumulated  profits  was  one  of  the  incomes  you  had 
in  mind? — I do  not  think  I said  in  respect  of 
accumulated  profits ; I said  bonus  shares,  and  I gave 
you  an  instance  where  those  bonus  shares  were  not 
issued  in  respect  of  accumulated  profits.  It  is  so 
easy  to  assume  that  I must  have  fallen  into  the 
common  error,  and  then  correct  that  common  error; 
but  I did  not.  I am  quite  aware  of  the  fact.  The 
exposure  of  the  common  error  ought  not  to  be  made 
a means  of  confusing  the  issue. 

7026.  I suggest  that  it  is  you  that  is  confusing  the 
issue,  and  not  me? — Very  well. 

7027.  Mr.  Synnott:  Can  you  give  us  a concrete 
case? — I have,  I think. 

7028.  Can  you  give  us  a concrete  case  where  capital 
was  increased  owing  to  the  increased  actual  value  of 
the  assets? — Take  the  case  that  was  in  the  paper 
the  other  day  of  the  fleet  of  trawlers  at  Grimsby, 
where  the  company,  was  wound  up  and  the  trawlers 
were  sold  at  ten  times  the  original  cost,  in  order  that 
the  shareholders  might  divide  that  excess  amount, 
and,  if  I might  say  so,  without  paying  Income  Tax 
on  it. 

7029.  They,  have  paid  Income  Tax? — No.  They 
have  not  paid  Income  Tax. 

7030.  Do  you  know  that  they  have  not  paid  Income 
Tax? — I know  that  they  were  not  liable  to  Income 
Tax  on  it,  and  it  will  not  be  suggested  that  where 
there  was  no  legal  liability  to  Income  Tax  on  the 
increased  value  of  the  trawlers  that  they  tendered 
something  to  the  Chancellor  of  the  Exchequer  as  con- 
science money.  I cannot  prove  that  they  did  not,  but 
knowing  the  ordinary  habits  of  business  men  I think 
they  did  not  pay  Income  Tax  which  they  were  not 
liable  to  pay.  I have  given  you  the  concrete  case, 
and  a very  clear  one. 

7031.  In  your  pamphlet,  in  which  I presume  you 
express  your  recent  opinion,  at  page  21  you  say: 

“ Moreover,  there  is  undoubtedly  value  in  enforcing 
some  direct  payment  to  the  State  on  as  large  a pro- 
portion of  the  citizens  as  it  is  practicable  to  reach.” 
You  agree  with  that  opinion? — That  is  so  but  you 
must  take  that  subject  to  the  incidence  of  indirect 
taxation. 

7032.  I quite  agree,  yes.  You  hold  up  there  for 
approval  countries  with  systems  under  which  there 
ds  a small  sum  exacted  from  every  citizen? — I think 
in  the  case  I have  given  it  is  about  2s.  6d. 

7033.  But  it  increases? — Yes. 

7034.  And  therefore  it  would  be  a fortiori  that 
some  small  graduated  payment  should  be  made  by 
those  up  to  £130  or  £160? — Assuming  you  abolish 
the  indirect  taxes. 

7035.  Would  it  not  help  the  abolishing  of  indirect 
taxation  in  many  ways  if  there  was  this  small  con- 
tribution?— I am  afraid  I do  not  think  so. 

7036.  First  of  all,  you  would  create  a fund  by 
which  it  could  be  done,  and  you  would  have 
great  pressure,  would  you  not,  brought  upon  the 
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Chancellor  of  the  Exchequer  to  abolish  this  indirect 
taxation? — Well,  I do  not  think  it  would  have  that 
effect. 

7037.  Therefore  the  inference  I draw  from  that  is 
that  you  are  in  favour,  I am  sure,  of  limitation  of 
public  expenditure  and  the  abolition  of  waste  in 
public  departments? — I am  not  in  favour  of  the 
limitation  of  public  expenditure;  I am  in  favour  of 
the  limitation  of  private  expenditure;  but  I object  to 
waste  anywhere. 

7038.  Well,  shall  we  say  public  expenditure  above 
what  is  necessary? — I object  still  more  to  private 
expenditure  above  what  is  necessary. 

7039.  Public  expenditure  that  is  unnecessary  if 
the  same  ends  can  be  obtained  by  a limitation  of 
that  expenditure? — Quite  60 ; I fully  agree,  but  I 
must  be  careful.  I want  to  guard  against  the  im- 
plication that  there  is  any  more  waste  in  excessive 
public  expenditure  than  in  excessive  private  expendi- 
ture ; and  it  is  a flea-bite  at  present  compared  to  the 
waste  in  private  expenditure. 

7040.  Do  you  know  the  number  of  persons  who 

come  between  £130  and  £250  a year  ? No,  I am 
sorry  I have  not  got  the  figure  in  my  head  at  the 
moment.  _ _ 

7041.  Will  you  take  that  figure  from  me?  I am 
referring  to  a Board  of  Inland  Revenue  return,  and 
it  appears  there  as  4,093,000? — Yes. 

7042.  If  your  system  of  abatements  was  extended 
they  would  be  wholly  free  from  Income  Tax? — Yes. 
That  is  not  a new  thing,  is  it? 

7043.  And  they  are  voters? — It  is  not  a new  thing. 

7044.  No,  but  there  is  a very  large  extension? — 

I do  not  know  that  there  is.  Before  the  war  (the 
number  free  from  Income  Tax  was  still  larger. 

7045.  Do  you  not  think  it  would  be  extremely 
advisable  to  have  a very  large  number  of  persons 
interested  in  watching  public  expenditure? — I think 
it  would  be  still  more  desirable  that  they  should  be 
interested  in  watching  private  expenditure.  If  you 
keep  on  insisting,  I must  go  on  protesting.  Still,  it 
is  desirable  that  they  should  have  an  interest  in 
Government,  of  course,  and  provided  you  will 
abolish  indirect  taxation  I think  it  would  be  most 
desirable  that  they  should  pay  direct  taxation  down 
to  the  limit  of  maximum  efficiency.  It  would  not  be 
desirable  to  decrease  their  efficiency  in  order  that 
they  should  have  a sentimental  interest  in  politics. 

7046.  Do  not  say  sentimental — actual,  real  interest? 
— Actual,  yes,  but  you  would  not  wish  to  decrease 
their  efficiency  thereby? 

7047.  No? — Therefore  you  would  stop  at  the  effi- 
ciency level,  that  is  all. 

7048.  I make  the  same  appeal  to  you  that  Mr. 
Kerly  made  to  you,  and  that  is  that  you  will  kindly 
deal  with  the  points  at  once ; but  do  not  think  I am 
leaving  the  efficiency  point ; I am  corning  to  it. — 
Pardon  me;  I was  anxious  not  to  be  misunderstood. 
I am  not  to  be  held  to  be  advocating  a direct  tax 
upon  everybody. 

7049.  You  say  on  page  12  of  your  pamphlet:  “ It 
may  be  observed  that  it  is  very  bad  statesmanship  to 
maintain  irnreformed  a basis  for  the  Income  Tax  so 
inequitable  that  it  prevents,  in  a national  emergency, 
proper  use  being  made  of  this  impost  ”? — That  is  so. 

7050.  We  are  in  a national  emergency  now? — And 
we  have  been  unable  to  make  proper  use  of  this  im- 
post. May  I call  attention  to  what  you  are  quoting 
from  me?  What  I pointed  out  was  that  the  inequity 
of  the  Income  Tax  was  adduced  by  the  Chancellor  of 
the  Exchequer,  Mr.  McKenna,  who  said  it  was  be- 
cause it  was  so  inequitable  that  it  could  not  be 
raised  to  the  proper  amount.  I quite  agree  with 
him  : it  could  not,  and  I said  it  was  very  bad  states- 
manship to  maintain  so  inequitable  a basis  of  Income 
Tax  that  he  could  not  raise  it  to  what  he  thought 
necessary;  and  I am  sure  we  all  agree  to  that. 

7051.  I put  to  you  a general  proposition  that  I do 
not  think  there  can  be  any  question  about.  You  do 
not  agree  with  the  doctrine  of  a limitation  of  produc- 
tion, do  you? — No.  I think  it  is  desirable  we  should 
have  as  much  production  of  social  wealth  as  we  pos- 
?ibV  can.  Of  course,  a great  many  things  are  pro- 


duced which  are  not  wealth  at  all  to  the  community; 
they  are  only  income  to  the  man  who  produced  therp 
A vast  amount  of  operations  merely  produce  in- 
come, and  do  not  produce  any  wealth  at  all ; but  where 
there  is  any  real  production  of  service  or  commodities 
it  is  extremely  desirable  that  it  should  be  as  great 
as  possible. 

7052.  On  the  point  of  efficiency,  Mr.  Kerly  has 
already  dealt  with  that,  and  I only  ask  you  a supple- 
mentary question.  How  can  we  be  certain  that  any 
remission  of  tax  that  we  make  will  necessarily  or  even 
probably  go  to  making  a man  efficient?  May  it  not 
be  spent  by  himself  or  his  family  upon  luxuries? — 
That  is  a very  pertinent  question,  and  I quite  agree 
it  is  very  desirable  to  prevent  misapplication  of 
what  is  left  for  necessaries  as  far  as  you  can. 

7053.  If  you  say  there  is  immense  difficulty  in  that, 
is  it  not  an  immense  difficulty  for  us  to  make  any  re- 
commendation on  the  point? — Yes,  and  I have  made 
suggestions  on  the  point.  I am  not  without  sug- 
gestions on  the  point. 

7054.  On  the  point  of  subsistence,  and  by  subsis- 
tence I mean  a rational  and  reasonable  subsistence? 
— I take  it  you  mean  efficiency,  as  we  all  do. 

7055.  That  you  cannot  get? — Yes,  I quite  agree. 

7056.  When  you  come  to  efficiency,  are  you  not  in 
a sphere  and  area  of  the  greatest  possible  vagueness? 
— Let  me  give  you  an  instance.  Supposing  you  have 
a case  of  a man  with  children,  it  is  obviously  in  the 
interests  of  the  State  and  in  the  interests  of  the 
Chancellor  of  the  Exchequer  that  those  children 
should  be  brought  up  so  that  they  should  be  effective 
citizens,  and  that  anything  which  interferes  with  his 
bringing  them  up  in  that  way  is  a detriment  to  effi- 
ciency. Therefore,  you  must  take  that  into  account. 
Otherwise  it  would  be  suicidal;  I repeat  the  word. 

7057.  If  these  allowances  are  made? — Very  well,  if 
you  make  them,  but  I am  not  aware  that  they  are 
made  now;  obviously  they  are  not. 

7058.  On  this  question  of  the  allowance  for  child- 
ren, do  you  know  anything  about  agriculture? — Well, 
I am  a Londoner,  but  I go  into  the  country 
sometimes  and  I have  looked  over  the  hedge. 

7059.  Do  you  suggest  that  all  the  sons  of  farmers 
in  all  parts  of  the  country  should  have  a liberal  edu- 
cation, by  which  you  mean  even  up  to  a university 
education? — Certainly,  I do  suggest  that,  and  I sug- 
gest that  any  other  education  is  unfit  for  them  as 
oitizens.  Of  course,  I am  not  suggesting  they  should 
go  to  Oxford;  I assume  they  will  go  to  a rational 
university. 

7060.  You  will  agree  that  it  is  desirable  that  there 
should  be  a maximum  of  agricultural  production  in 
these  times? — No;  I said  maximum  of  production. 
I do  not  want  ito  grow  wheat  on  this  table. 

7061.  Do  not  you  include  production  in  agriculture? 
— I include  production,  but  I do,  not  want  the  maxi- 
mum agricultural  production, 'because,  of  course, 
you  could  grow  wheat  on  this  table  if  you  took  trouble 
enough ; but  I do  not  want  to  do  that. 

7062.  I am  coming  to  the  point  of  your  higher 
education.  I do  not  ask  the  question  about  this 
country,  but  in  the  country  that  I come  from,  Ireland, 
have  you  ever  heard  that  the  professions  of  every 
kind  are  overcrowded? — I know  that  Ireland  supplies 
a large  number  of  professional  men  to  other  countries, 
to  their  great  advantage. 

7063.  And  that  there  was  a great  dearth  of  agri- 
cultural labourers  and  ordinary  labourers  during  the 

war? I really  must  say  that  if  it  is  suggested  we 

are  to  deprive  or  hinder  the  sons  of  people  from 
getting  higher  education,  a liberal  education,  because 
you  want  them  to  serve  on  the  farms,  I am  not  in 
sympathy  with  that.  I think  the  community  would 
be  better  if  they  were  educated. 

7064.  Pardon  me;  there  is  nobody  here  wants  to 
hinder  them.  Do  you  suggest  a subsidy  from  the 
State  to  increase  those  already  large  numbers?— No, 
I do  not  suggest  a subsidy  from  the  State  at  all. 
What  I suggested  in  answer  to  questions  was  that 
I thought  it  was  desirable— and,  after  all,  this  is 
surely  commonplace;  we  have  all  said  it— that  every- 
body in  the  country  should  have  a liberal  education. 
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We  very  much  regret  that  we  have  not  at  present 
given  everybody  in  the  country  a liberal  education. 
Is  there  anybody  here  who  would  suggest  that  his 
son  ought  to  have  a better  education  than  any  other 
man’s.  We  cannot  get  away  from  that. 

7065.  I am  trying  to  confine  myself  to  the  Income 
Tax  point  entirely.  I want  to  come  to  your  argu- 
ment with  regard  to  the  £250.  The  mainstay,  or 
one  of  the  mainstays  of  that  argument  is  the  action 
of  the  National  Health  Insurance  Commission  ? — That 
is  a very  important  consideration. 

7066.  You  know  what  the  object  of  it  was? — I have 
stated  it.  They  wanted  the  dassl  who  were  in  insur- 
ance not  to  be  artificially  narrowed. 

7067.  Was  not  it  simply  this,  that  wage-earners 
were  excluded  if  their  income  was  above  £160  a year ; 
that  was  before  this  recent  change? — Well,  if  you 
will  say  non-manual  workers. 

7068.  Very  well,  non-manual  workers,  but  manual 
workers  are  included? — Manual  workers  are  included, 
whatever  their  income. 

7069.  And  this  was  to  include  the  non-manual 
workers? — Yes,  and  it  is  those  people,  to  the  number  of 
between  half  a million  and  one  million  who  are  now 
being  made  to  pay  Income  Tax  merely  because  of  the 
rise  of  prices. 

7070.  Pardon  me.  We  know  the  object  of  this 
alteration  of  the  National  Health  Insurance  Com- 
missioners was  to  include  a certain  class  whose  wages 
had  been  increased  during  the  war? — Yes. 

7071.  And  that  was  the  only  object? — Yes. 

7072.  How  do  you  make  that  an  argument  for 
testing  the  question  of  abatements? — I have  en- 
deavoured to  make  that  clear,  that  unless  you  do  make 
the  corresponding  change  you  are  taking  advantage 
of  a change  in  the  currency  level  to  include  in  Income 
Tax  a class  of  people  whom  Parliament  definitely 
decided  not  to  include. 

7073.  But  Parliament  when  they  did  that  was  not 
considering  the  question  of  subsistence  or  efficiency 
or  any  of  these  questions? — I do  not  say  that  they 
were. 

7074.  Then  it  is  no  argument  at  all? — That  is  all 
matter  for  you  to  consider. 

7075.  Do  you  or  do  you  not  agree  that  the  class  of 
persons  who  would  be  affected  by  your  raising  the 
exemption  limit  have  very  largely  increased  their 
wages  during  the  war,  even  proportionate  to  the 
increase  in  prices? — No,  not  at  all. 

7076.  You  do  not? — No,  I should  like  to  make  that 
quite  clear.  Pardon  me,  I want  to  give  evidence  on 
the  point  as  the  question  is  raised.  As  far  as  I have 
been  able  to  get  the  information,  and  I have  rather 
good  sources,  I should  say  that  the  aggregate  wages 
of  the  wage-earning  class  have  not,  taking  them  as 
a whole,  more  than  doubled  since  1914,  whereas  the 
cost  of  living  has  about  doubled.  Whilst  some  small 
sections  have  had  their  incomes  increased  more  than 
in  proportion  to  the  cost  of  living  a number  of  sec- 
tions have  not  had  their  incomes  increased  anything 
like  in  proportion  to  the  cost  of  living ; and  putting 
the  figures  together  so  far  as  they  can  be  ascertained, 

I am  here  to  give  evidence  that  the  money  income  of 
the  wage-earning  class  has  not  been  raised,  at  any 
rate  beyond  the  increased  cost  of  living,  and  I doubt 
whether  it  has  been  raised  quite  as  much 

7077.  Have  you  gone  into  the  figures? — I have.  I 
have  gone  into  all  the  figures  that  have  been  given 
that  are  obtainable. 

7078.  Have  you  read  the  figures  given  before  this 
Commission? — I have  only  seen,  I think,  eight  days’ 
evidence. 

7079.  Have  you  followed  the  arguments  in  the 
Economic  Review  on  this  matter? — The  Economic 
Journal,  yes.  but  I see  nothing  in  those  articles  which 
conflicts  with  what  I have  stated. 

7080.  This  is  my  last  word,  and  I am  sorry  to  have 
kept  you  so  long.  Here  is  a return  which  I am  sure 
will  be  made  available  for  you:  “ Statistics  relating 
to  Income  Tax  and  Super-tax.”  [See  App.  No.  3.] 
There  is  only  one  figure  in  Table  IV.  which  I call 
your  attention  to.  This  is  showing  for  the  United 
Kingdom  the  gross  amount  of  income  brought  under 
the  review  of  the  Inland  Revenue  Department  for 
Income  Tax  purposes.  What  I wish  to  point  out  is 
that  this  does.not  include  anybody  under  £130  a year? 
—Are  you  quite  sure? 


7081.  We  will  just  take  the  figures,  if  you  please? — 
Are  you  quite  sure  that  that  leaves  out  all  under 
£130. 

7082.  But  it  must  be  so,  because  they  do  not  come 
under  Income  Tax? — Pardon  me,  but  they  do  come 
under  review  very  often. 

7083.  We  will  take  this  for  what  it  is  worth;  we 
have  had  a witness  to  explain  it.  I do  not  think  they 
do  come  under  review,  but  at  any  rate  the  income 
of  weekly  wage-earners  in  1916-17  was  £205,000,000 
odd ; in  1917-18,  the  estimates  were  £410,000,000 ; and 
in  1918-19,  £485,000,000;  that  is  considerably  more 
than  100  per  cent? — But  you  have  not  given  me  the 
number  of  people. 

7084.  Do  you  want  the  number? — Yes.  If  you  are 
inquiring  by  how  much  their  incomes  have  been  in- 
creased it  is  necessary  to  divide  the  total  income  by 
the  number  of  people  whom  you  charge. 

7085.  From  1916  to  1918  was  not  there  continuous 
and  severe  conscription? — I have  not  got  that  return. 
I merely  observe  you  must  not  quote  to  me  an  increase 
of  gross  income  as  proving  that  the  rate  per  person 
has  increased. 

7086.  I am  very  glad  you  make  the  observation, 
because  you  are  strengthening  my  proposition.  As 
a matter  of  fact  there  was  a large  increase  in  the 
number  of  soldiers  sent  abroad? — And  a very  large 
increase  in  the  number  of  people  assessed. 

7087.  A large  increase  in  the  number  of  non- 
workers between  1916  and  1918? — I do  not  think  there 
was  any  increase  of  non-workers. 

7088.  Chairman-.  Very  well;  that  is  Mr.  Webb’s 
answer. — There  was  a large  increase  in  the  number 
of  manual  working  wage-earners  assessed. 

7089.  Mr.  Synnott : Between  1916  and  1918  P — I 
tnink  so. 

7090.  Will  you  agree  to  the  proposition  that  con- 
scription was  going  on  and  increasing? — Pardon  me, 
that  has  nothing  to  do  with  it.  I did  not  say  there 
was  a large  increase  in  the  total  number  of  wage- 
earners  in  the  country,  but  there  was  a large 
increase  in  the  total  number  assessed  to  Income  Tax, 
which  is  a different  proposition.  There  may  have 
been  a great  decrease  in  the  total  number  of  wage- 
€ arners. 

7091.  When  was  the  £130  limit  fixed  P — 1915. 

7092.  Chairman  -.  You  are  not  agreed  upon  the 
figures,  I think? — What  you  do  not  notice  is,  if  I 
may  say  so,  that  if  money  ivages  increase,  a larger  and 
larger  proportion  of  the  wage-earners  are  brought 
:nto  the  Income  Tax  net.  Money  rates  were  going 
up  all  that  time,  and  consequently  it  follows  that  a 
larger  and  larger  proportion,  it  may  be  of  a smaller 
total,  were  brought  within  the  Income  Tax  net. 

7093.  Mr.  Synnott : I started  this,  and  I only 
wanted  to  test  it  by  saying  that  the  adjustments  in 
the  income  were  more  than  corresponding  to  the  in- 
crease in  prices? — But  pardon  me,  your  figures  do 
not  show  that  at  all.  The  mere  fact  that  you  get  a 
larger  number  of  wage-earners  for  Income  Tax  does 
not  prove  that  the  wage-earners  generally  had  a 
larger  income. 

7094.  The  limit  being  the  same  and  the  numbers, 
for  the  reason  I have  suggested  to  you,  being  probably 
decreased  ? — No,  the  total  number  being  decreased. 

7095.  Chairman:  I would  not  proceed  any  further 
with  that  point,  Mr.  Synnott. 

7096.  Mr.  Marks : Referring  to  page  21  in  this 
volume  “ A Revolution  in  the  Income  Tax,”  I re- 
member when  I read  “ How  to  pay  for  the  War  ” 
some  year  or  two  ago  being  very  much  encouraged 
by  the  statement  which  is  reproduced  here,  which 
has  been  adverted  to  this  morning:  “there  is  un- 
doubtedly value  in  enforcing  some  direct  payment 
to  the  State  on  as  large  a proportion  of  the  citizens 
as  it  is  practicable  to  reach.”  A quite  unqualified 
statement,  you  agree,  as  far  as  any  reference  to  any 
indirect  taxation  is  concerned? — Yes. 

7097.  Nor  do  I remember,  although  perhaps  you 
can  tell  me  if  it  is  so,  that  there  is  any  such  qualifi- 
cation elsewhere  introduced  in  regard  to  indirect 
taxation? — No.  I wrote  that  fully  intending  it,  but 
of  course  it  must  be  subject  to  the  reasonable  qualifi- 
cation of  maximum  efficiency. 
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7098.  I am  not  concerned  with  any  of  those 
trimmings,  if  I may  call  them  so.  All  I wanted  to 
know  was  whether  you  had  changed  your  opinion  at 
allP — n0j  x have  not.  I think  it  is  most  desirable, 
subject  always  to  not  encroaching  by  taxation  upon 
the  maximum  efficiency  level,  that  is  to  say,  having 
an  adequate  exemption  level  and  proper  arrange- 
ments for  abatements,  that  all  citizens  should  be 
brought  in  to  pay  something;  it  may  be  a very  small 
sum,  but  there  it  is,  subject  to  having  the  proper 
exemption  level. 

7099.  As  you  have  not  changed  your  opinion  then, 
all  that  you  have  now  explained  to  us  at  great 
length  is  to  be  implied  from  this  definite  statement 
on  page  21? — Yes,  certainly. 

7100.  Mr.  Walker  Clark  : I have  only  four  ques- 
tions to  ask  you,  which  I think  will  be  capable  of  a 
single  word  reply.  Following  the  question  of  Mr. 
Synnott,  the  wage-earning  class’s  income,  you  said, 
was  not  increased  in  greater  proportion  than  their 
expenses  of  living? — I think  that  is  so. 

7101.  Is  not  that  true  of  all  other  inoomes? — No, 

I do  not  think  it  is.  I think  a large  number  of  large 
incomes  have  increased  very  much  more  than  the 
expense  of  living.  May  I explain  why  that  is  so? 
The  expense  of  living  is  a comparatively  small  sum 
in  the  case  of  the  millionaire,  and  even  if  prices 
doubled  any  increases  in  his  income  will  be  much 
more  than  the  increase  in  his  household  expenses. 

7102.  But  there  is  a wide  difference  between  the 
household  expenses  and  the  oost  of  living?— By  cost 
of  living  I really  meant  the  cost  of  maintaining 
himself  in  efficiency. 

7103.  And  equally  so  with  the  millionaire? — Quite 
so;  I want  the  millionaire  to  be  kept  in  a state  of 
maximum  efficiency,  but  I should  prevent  him  eating 
too  much. 

7104.  What  would  you  suggest  should  be  the  maxi- 
mum rate  of  Income  Tax? — 20s.  in  the  £. 

7105.  And  where  would  20s.  in  the  £ begin?— At 
infinity.  That  is  to  say,  there  ought  to  be  a rising 
curve  which  is  always  getting  nearer  to  the  20s.,  but 
reaches  it  only  at  infinity. 

7106.  At  what  point  should  it  reach  15s.? — I have 
forgotten  exactly  what  I suggested,  but  15s.  in  the 
£ I think  should  be  somewhere  about  £100,000  a 
year.  I am  proposing  that  merely  as  a practical 
Chancellor  of  the  Exchequer’s  expedient. 

7107.  I do  not  want  eloquence  poured  over  it. 
What  contribution  to  the  cost  of  the  war  would 
you  suggest  should  be  borne  by  those  who  receive 
an  income  of  less  than  £250  a year  or  £200  a year, 
as  you  suggest,  taking  into  account  the  fact  that 
the  bread  tax  relieves  them  of  all  indirect  taxation? 
— I do  not  agree  that  the  bread  tax  does  relieve 
them  of  all  indirect  taxation. 

7108.  You  have  not  seen  the  figures  that  we  have? 
— I should  be  very  much  surprised  if  you  have  seen 
figures  which  show  that  the  subsidy  to  the  bread 
tax  amounts  to  the  sum  total  of  indirect  taxation; 
it  obviously  does  not;  it  is  very  far  below. 

7109.  I mean  excluding  luxuries? — But  I deny 
the  right  of  anybody  to  say  that  something  is  a 
luxury.  Obviously  all  taxation  is  in  a sense  voluntary. 
We  none  of  us  need  pay  any  taxes  ait  all  if  we  like 
to  forego  the  income,  or  forego  what  is  taxed.  I 
think  it  is  not  only  intolerable,  but  it  will  be  very  very 
much  resented,  if  some  things  are  to  be  classed  as 
luxuries.  There  is  no  more  voluntary  taxation  in 
one  thing  ithan  in  another. 

7110.  If  a statement  is  made  to  this  Commission 
by  a representative  working  man  that  in  his  judgment 
the  Income  Tax  is  the  fairest  and  most  equitable 
tax,  would  you  differ  from  that  statement  or  agree 
with  him? — No,  I have  made  that  statement  myself, 
but  it  involves  the  abolition  of  indirect  taxation. 

7111.  Except  that  you  quarrel  with  101  things 
in  expressing  it? — Pardon  me,  I do  not  think  the 
workman  said  the  Income  Tax  was  an  ideal  tax ; if 
that  is  what  he  meant  I do  not  agree  with  it. 

7112.  You  said  that  our  Income  Tax  laws  are  very 
much  out  of  date,  and  you  suggested  that  some  foreign 
laws  were  up  to  date? — Yes. 

7113.  Would  you  kindly  give  us  the  name  of  the 
country  where  the  up-to-date  taxes  exist? — The  most 


up-to-date  Income  Tax  law  is,  I think,  that  of  Wis- 
consin. Of  course,  you  do  not  find  all  the  excellences 
in  any  one  country. 

7114.  There  is  no  perfect  country? — No;  there  is 
no  perfect  country  on  earth. 

7115.  You  referred  earlier  on  to  the  duties  of 
Local  Commissioners,  Surveyors,  and  Assessors.  You 
went  into  some  considerable  explanation  in  respect 
of  General  Commissioners,  but  you  did  not  refer  to 
Surveyors  at  all.  In  respect  of  the  General  Com- 
missioners you  think  they  ought  to  be  restricted  bo 
hearing  appeals? — Yes. 

7116.  And  they  ought  not  to  fix  assessments? — 
That  is  so. 

7117.  You  are  aware  at  present  that  they  do  not, 
as  a rule,  interfere  with  assessments  or  arrangements 
between  Surveyors  and  taxpayers  unless  there  are  no 
accounts? — Yes.  I know  in  practice  the  Surveyor 
makes  the  assessments. 

7118.  I just  want  a yes  or  no? — Yes. 

7119.  Mr.  May : I am  afraid  I will  have  to  go  over 
one  or  two  of  the  questions  that  have  already  been 
put  to  you,  but  I want  to  be  clear  on  one  or  two 
points.  ' May  I take  it  that  in  arriving  at  your  sug- 
gestion about  the  Income  Tax  limit  you  regard  what 
may  be  called  the  taxable  capacity  of  the  citizen  as 
beginning  at  some  point  beyond  the  minimum  stan- 
dard of  living? — Yes,  that  is  essential.  If  you  want 
to  make  it  begin  at  what  I may  call  the  minimum 
taxation  subsistence  you  are  quite  certainly  very  con- 
siderably impairing  the  efficiency  of  that  citizen. 

7120.  And  you  say  in  your  first  paragraph  that  the 
figure  of  £130  as  the  exemption  limit  has  become 
obsolete,  presumably  owing  to  the  change  of  that 
standard? — Yes,  owing  to  the  change  of  prices.  Of 
course,  it  means  that  it  is  only  25s.  a week  pre-war. 
Supposing  you  imagine  that  instead  of  prices  having 
doubled,  prices  had  quadrupled,  which  may  possibly 
happen  yet,  you  would  be  making  a man  who  was 
only  getting  £1  a week  for  himself  and  his  family 
before  the  war,  which  is  so  to  speak  the  lowest  pos- 
sible income,  liable  to  Income  Tax  even  after  abate- 
ments. 

7121.  It  has  been  put  to  the  Commission  that  the 
taxable  capacity  before  the  war  was  represented  by 
anything  above  25s.  a week,  or  £65  per  annum.  What 
would  you  say  to  that? — I should  say  that  was  con- 
trary to  all  the  teaching  of  the  economists,  and  it 
was  quite  wrong.  It  cannot  be  supported  with  any 
authority.  As  a matter  of  fact  that  must  be  taking 
into  account  merely  the  physical  subsistence  level, 
and  even  that  not  adequately.  It  is  taking  into 
account  the  physical  subsistence  level  which  may  exist, 
and  not  taking  into  account  that  at  such  a level  as 
that  the  whole  class  would  degrade. 

7122.  Chairman:  Was  that  on  what  we  heard  yes- 
terday ? 

7123.  Mr.  May:  Yes. 

7124.  Chairman : That  would  be  1914. 

7125.  Mr.  May:  I said  pre-war  quite  distinctly? — 
Even  pre-war  a level  of  that  sort  is  quite  accurate 
very  possibly  for  day-to-day  subsistence,  but  that  is 
not  even  subsistence  level,  because  at  such  a rate  the 
class  degrades  and  prematurely  dies;  the  class  suffers 
from  undue  sickness ; it  has  not  even  a healthy  exis- 
tence level. 

7126.  Then  you  would  say  as  compared  with  a 
standard  such  as  you  have  in  your  mind  as  the  maxi- 
mum efficiency,  this  represented  a subsistence  level 
merely? — And  not  even  properly  a subsistence  level, 
but  only  subsistence  from  day  to  day,  without  taking 
into  account  the  steady  degradation  of  efficiency  in 
not  having  enough  to  eat. 

7127.  Do  you  suggest  that  the  limit  of  £250  is  a 
limit  which  represents  the  maximum  efficiency  ?— It  is 
impossible  to  arrive  at  that  with  any  precision,  anu 
obviously  you  cannot  do  it.  Any  general  rule  cannot 
apply  exactly  to  any  particular  case,  but  I suggest 
that  it  really  is  not  reasonable  to  expect  a person  who 
is  already  paying  very  considerable  indirect  taxation 
to  be  paying  direct  taxation,  if  that  person  is  noo 
making  more  than  £5  a week  to-day. 
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7128.  I take  it  your  £250  exemption  limit  is  not  an 
arbitrary  figure? — No,  it  is  not  arbitrary.  You  can- 
not get  any  arithmetical  precision  for  any  such  con- 
ception. 

7129.  How  far  does  your  suggestion  in  the  fourth 
paragraph  of  your  statement,  that  the  cost  of  living 
has  risen  by  100  per  cent.,  affect  the  basis  of  your 
£250  proposal? — I think  vitally.  If  the  cost  of  living 
were  to  go  up  this  winter  by  another  50  per  cent.,  as 
is  quite  possible  unless  the  Government  takes  very 
serious  action,  then  the  £250  would  become  obsolete. 

7130.  We  have  had  evidence  from  a statistical 
authority  that  the  100  per  cent,  cannot  be  justified? — 
I should  like  to  go  into  that.  As  a matter  of  fact, 
of  course  it  depends  what  the  exact  statement  was. 
You  must  not  take  the  price  of  food  only.  You  have 
to  take  other  things  into  account.  Six  months  ago 
or  a year  ago  the  price  of  food  had  risen  more  than 
other  things.  Now,  at  this  moment  the  other  things 
have  risen  more  than  the  price  of  food  probably. 

7131.  You  think  there  is  a good  scientific  basis 
upon  scientific  investigation  to  support  the  suggestion 
of  100  per  cent,  rise  in  the  cost  of  living? — Yes,  I 
think  100  per  cent,  is  putting  it  very  mildly.  The 
rise  in  the  cost  of  living  has  perhaps  been  more  than 
that,  but,  of  course,  it  varies  from  week  to  week,  and 
you  cannot  be  exactly  precise.  It  is  very  often 
assumed  that  rent  has  not  risen  owing  to  the  Rent 
Restriction  Act,  but  as  a matter  of  fact  the  unmarried 
person,  about  whom  we  are  talking  particularly  with 
regard  to  the  exemption  level,  lives  in  lodgings  very 
largely,  and  his  or  her  rent  has  enormously  increased. 
That  is  jusit  one  of  these  things  that  are  left  out  of 
account. 

7132.  It  has  been  suggested  that  in  attempting  to 
arrive  at  an  exact  figure  with  regard  to  the  cost  of 
subsistence  for  the  purpose  of  fixing  an  exemption 
limit  the  present  time,  for  example,  is  a very  un- 
satisfactory and  unsafe  one  to  base  figures  upon ; 
that  the  prices  are  not  stable,  and  therefore  no  stable 
figure  can  be  ascertained ; that  it  is  likely  to  be  better 
in  December  or  better  still  in  March.  What  would  you 
say  to  that? — I could  not  predict.  I do  not  think 
there  is  anything  to  be  said  for  six  months  ahead  as 
compared  with  now.  Of  course,  prices  are  uncertain 
at  present,  but  then  the  Income  Tax  is  being  levied 
now,  and  you  must  adjust  your  Income  Tax  to  the 
actual  payments.  Of  course,  there  is  a good  deal  to 
be  said  for  making  the  exemption  limit  vary  with  the 
cost  of  living — for  having  a sliding  scale.  But  I do 
not  think  you  can  put  off  your  adjustment  because 
the  present  figures  are  not  stable ; that  would  be  to 
leave  the  hardship  unremedied. 

7133.  Do  you  think  it  would  be  practicable  for  this 
Commission  to  draw  up  recommendations  in  such  a 
form  as  would  provide  for  a sliding  scale  for  the 
adjustment  of  the  limit  of  exemption  to  the  cost  of 
living? — I do  not  think  that  is  at  all  impossible.  I 
think  you  could  say  that  the  limit  should  be  £250 
when  the  cost  of  living  is  as  it  is,  and  that  you  should 
ask  the  Minister  of  Labour  to  certify  quarter  by 
quarter  or  year  by  year  how  much  the  cost  of  living 
had  varied  as  compared  with  the  standard  100  per 
cent,  of  the  present  time;  that  would  be  quite 
practicable. 

7134.  Do  you  think  if  his  Lordship  thought  it 
desirable,  you  could  provide  a proposal  for  the  con- 
sideration of  the  Commission  on  that  point? — Yes. 
Assuming  that  an  exemption  limit  had  been  decided 
on  it  would  be  possible  to  draft  that  so  as  to  make 
the  exemption  limit  vary  in  proportion  to  the 
alterations  in  the  cost  of  living. 

7135.  One  other  question  with  regard  to  exemption. 
The  abatements  have  only  been  casually  referred  to. 
but  I should  like  you  to  tell  the  Commission  if  you 
have  any  views  with  regard  to  the  relation  between 
abatement  and  exemption? — All  I have  to  say  is 
that  I think  the  system  of  abatement  is  our  British, 
practical  way  of  arriving  at  a graduation,  and  I 
think  it  is  probably  a convenient  way  of  graduating 
the  tax.  I only  see  its  relation  to  exemption  in  con- 
nection with  the  subject  of  graduation.  Dp  to  a cer- 
tain point  you  charge  nothing,  and  then  you  must 
make  your  charge  vary  and  rise  very  slowly;  broadlv 
the  abatement  should  be  such  as  to  avoid  jumpB  as  far 
as  possible. 


7136.  That  rather  leaves  out  the  point  that  I have 
in  mind,  which  affects  the  people  mostly  with  lower 
incomes,  and  that  is  that  under  the  present  system — 
of  £130  exemption  and  £120  abatement — the  worker 
who  has  £130  escapes,  and  the  worker  who  has  £131 
pays  on  £11? — Yes. 

7137.  Do  you  think  there  is  any  sense  of  injustice 
on  that  account? — Certainly;  not  only  a sense  of  in- 
justice, but  a very  practical  harm,  because  it  is  just 
that  sudden  jump  which  induces  that  man  not  to 
earn  a little  more.  Of  course,  that  applies  to  all 
ranges.  I have  heard  of  a man  with  £2,000  a year 
giving  that  reason  for  not  taking  a contract.  It 
is  a strong  argument  against  suddenness  of  jump. 
I think  probably  you  ought  to  begin  by  asking  the 
man  who  is  only  just  within  the  limit  for  a very 
small  sum — 5s.  or  something  like  that. 

7138.  Why  not  adhere  to  the  practice  that  was 
in  vogue  for  so  long,  and  make  the  exemption  and 
abatement  limit  the  same? — That  would  arrive  at 
the  same  result  if  you  fixed  your  rate  accordingly. 
The  object  to  be  aimed  at  is  that  there  should  be  no 
sudden  jump  from  paying  nothing  to  paying  what  is 
relatively  a large  sum. 

7139.  There  is  one  question  with  respect  to  ad- 
ministration and  the  fewness  of  appeals,  which  you 
demonstrated  in  another  matter  than  the  Income 
Tax;  they  are  practically  infinitesimal? — Yes. 

7140.  You  have  studied  this  question  very  closely, 
and  I would  like  to  know  if  you  have  come  to  any 
conclusion  as  to  the  reason  for  the  fewness  of  these 
appeals,  in  spite  of  the  fact  that  justice  is  not 
secured  without  them?— I really  think  that  within 
the  limits  of  the  law  justice  is  secured.  A man  goes 
to  the  Surveyor  of  Taxes  and  feels  that  it  is  very 
hard  that  he  should  have  to  pay  so  much.  The  Sur- 
veyor of  Taxes  demonstrates  to  him  that  it  is  the 
law,  and  makes  all  the  allowances  that  he  can.  I 
think  the  man  feels  that  it  is  no  use  appealing  to 
the  Commissioners  when  he  is  satisfied  that  he  has 
been  told  the  truth  as  to  what  the  law  is. 

7141.  Would  you  say  that  generally  either  in  the 
administration  of  Income  Tax  or  of  the  unemploy- 
ment benefit,  two  separate  Government  Departments, 
it  may  be  said  that  the  officials  who  are  entrusted 
with  those  do  not  only  rough  justice  but  very 
general  justice  to  the  citizen? — I am  quite  sure  that 
the  Surveyor  of  Taxes  really  does  his  best  to  treat  the 
taxpayer  according  to  the  law  fairly,  and  I am 
inclined  to  say  even  leniently.  So  far  as  I know 
the  Surveyor  of  Taxes,  I am  thoroughly  satisfied 
with  the  way  in  which  he  has  done  his  job,  but  of 
course  it  is  the  law  which  causes  the  grievance. 

7142.  Have  you  come  across  a case  in  which  a 
person  has  been  legally  assessable  for  twelve  years 
and  has  escaped  the  tax  every  time? — No,  I have 
not  known  of  any  such  case. 

7143.  With  the  knowledge  of  the  Department? — 
No,  I have  not  known  of  any  such  case. 

7144.  You  would  regard  that  as  more  than  justice 
where  it  occurred? — Such  things  may  happen,  but 
they  may  not  be  the  fault  of  the  Surveyor  of  Taxes. 

7145.  One  question  about  the  General  Com- 
missioners, and  this  is  rather  an  important  point, 

I think,  for  a large  number  of  people.  You  have 
clearly  said  that  you  think  the  General  Com- 
missioners perform  a useful  function  as  a court  of 
appeal  ? — Yes. 

7146.  But  that  the  question  of  assessment  should 
be  separated  from  their  present  duties?— Yes,  I think 
so. 

7147.  Is  not  one  of  the  qualifications  for  a General 
Commissioner  which  is  being  most  strongly  urged  at 
the  present  time,  not  only  that  he  may  or  may  not 
be  a Justice  of  the  Peace,  but  that  he  is  a local 
business  man  with  a knowledge  of  local  conditions?— 
Yes,  that  is  constantly  urged. 

7148.  Would  you  not  think  it  was  rather  a dis- 
advantage to  have  men  in  the  same  town  investi- 
gating the  accounts  and  the  proceedings  of  their 
trade  competitors?— Yes,  I think  that  is  an  objection 
and  a disadvantage.  You  may  not  be  able  to  help 
it  if  it  is  a case  of  appeal,  and  at  any  rate  the 
appellant  comes  voluntarily;  but  I do  not  think 
it  is  desirable  that  the  Commissioners  should  havti 
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a roving  commission  to  go  all  through  the  assessments 
of  their  fellow-citizens.  I do  not  see  any  advantage 
in  that. 

7149.  Do  you  think  that  the  present  system  of 
appointing  General  Commissioners  could  be  improved 
with  a view  to  getting  persons  better  trained? — Of 
course,  the  present  system  is  comic.  I am  afraid  I 
am  not  prepared  t-o  describe  what  it  is,  but  it  is 
no  system  at  all,  and  I think  it  would  be  very  desirable 
that  these  panels  of  General  Commissioners  as  appeal 
courts  ought  to  be  made  up  in  a much  more  repre- 
sentative way.  I would  allow  the  town  council  to 
nominate,  and  I would  allow  the  Co-operative  Society, 
and  the  trade  union,  and  professional  associations. 
I would  bring  in  the  general  body  of  the  public  and 
allow  them  to  put  these  people  on  this  panel  from 
which  the  appeal  court  would  be  formed. 

7150.  I would  like  to  pursue  this,  but  it  is  getting 
late,  and  1 have  only  one  more  question.  Can  you 
suggest,  with  your  knowledge  of  the  administration 
of  the  Inland  Revenue  Department,  means  of  simpli- 
fying the  forms  which  are  issued,  especially  of  course 
to  people  not  only  of  low  incomes  but  of  low  educa- 
tional attainments,  such  as  the  class  to  which  I 
belong?— I am  afraid  it  is  extremely  difficult,  when 
you  have  a hundred  different  abatements  or  conces- 
sions, to  make  the  forms  simple.  I confess  I see  no 
hope  of  making  them  simple.  I should  suggest  that 
the  Surveyor  of  Taxes  ought  to  be  much  more  acces- 
sible than  he  is  in  practice  (to  the  taxpayer,  and  also 
I think  the  taxpayer  ought  to  be  assisted  in  other 

ways by  the  officer,  for  instance,  of  his  association 

to  which  he  belongs,  and  so  on. 

7151.  Mrs.  Knowles:  You  are  a Professor  of  Public 
Administration  of  the  University  of  London? — Yes. 

7152.  You  have  therefore  given  special  attention  to 
administrative  questions? — Yes. 

7153.  You  have  also  been  an  Assistant  Surveyor  of 

Taxes  yourself? — Yes,  some  time  in  the  middle  of  the 
last  century.  _ . . 

7154.  You  have  practical  experience  of  the  adminis- 
tration you  are  speaking  about? — Yes. 

7155.  Were  you  an  Assistant  Surveyor  under  the 
arrangements  before  1908,  when  they  changed  them? 
—I  was  Assistant  Surveyor  from  1879  to  1881. 


7156.  In  1908  they  changed  the  examination,  and 
they  went  in  for  an  examination  of  what  you  might 
call  a general  educational  standard? — Yes;  formerly 
it  was  Class  I;  we  used  to  think  that  general  educa- 
tion, too. 

7157.  I mean  before  1908  they  had  economics  and 
something  like  that  in  the  examination? — I cannot 
remember  the  dates,  but  when  I was  appointed  I got 
in  under  the  Class  I examination ; then  I think  they 
altered  it  to  a special  examination  of  the  Department. 

7158.  And  then  that  was  changed  on  1908  for  a 
general  educational  one,  and  you  want  to  make  it  a 
special  education  by  some  form  of  training  after  the 
Surveyor  is  appointed? — Yes. 

7159.  How  would  you  recommend  that  that  should 
be  done? — I think  that  the  Assistant  Surveyor  for  the 
first  year,  let  us  say,  ought  to  give,  if  not  his  whole 
time,  ait  any  rate  half  his  time,  to  formal  training.  I 
would  require  him  to  go  to  suitable  places  of  instruc- 
tion and  be  instructed  in  accountancy,  economics, 
economic  history,  geography,  business  methods  and 
Income  Tax  law.  I would  definitely  put  him  under 
formal  instruction.  Of  course,  at  the  London  School 
of  Economics,  for  example,  we  do  something  of  that 
sort  for  the  War  Office,  and  we  are  about  to  do  it 
for  the  Consular  Service,  and  we  do  it  for  the  railway 
service.  I think  instruction  of  that  kind  should  not 
only  be  provided,  but  should  be  made  compulsory  on 
the  Assistant  Surveyors  in  the  first  year  of  their 
appointment. 

7160.  What  good  do  you  think  it  would  do  them  if 
they  got  it?  Do  you  think  it  would  give  them 
breadth  of  vision? — I think  it  would  give  them 
breadth  of  vision;  it  would  give  them  a knowledge 
of  economics;  it  would  give  them  actually  a know- 
ledge of  the  way  business  is  carried  on,  and  I think 
it  would  make  them  more  able  to  cope  with  the  busi- 
ness firm  with  regard  to,  let  us  say,  the  Excess  Profits 
Duty,  but  still  equally  permanently  with  regard  to 
Income  Tax.  They  are  not  even  trained  as  account- 
ants at  present. 

7161.  Chairman : That  concludes  your  examination. 
We  thank  you  for  coming  to-day. 


Mr.  Gilbert  Johnstone  and  Mr.  John  A.  Scrimgeour,  on  behalf  of  the  Committee  of  the  Stock  Exchange, 

called  and  examined. 


The  witnesses  handed  in  the  following  statement  as 
their  evidence-in-chief:  — 

7162.  The  Committee  desire  to  submit  evidence  in 

order  to  draw  attention  to  the  danger  which  threatens 
British  industries  in  general  and  the  resultant  busi- 
ness on  London  Banking,  Exchange  and  Stock 
Markets,  owing  to  the  present  high  rate  of  Income 
Tax  on  interest  derived  from  capital  invested  by 
foreigners  in  this  country.  They  hold  that  under 
present  financial  conditions  it  is  of  paramount  impor- 
tance to  attract  foreign  capital  to  this  country.  They 
believe  that  the  existing  rate  of  Income  Tax  will  not 
only  act  as  an  embargo  on  foreign  capital  which 
would  otherwise  seek  employment  in  this  country, 
but  when  physical  possession  restrictions  are  removed 
from  the  stock  markets,  must  lead  to  heavy  sales  in 
this  country  of  British  securities  purchased  by 
foreigners  at  a time  when  the  rate  of  Income  Tax 
had  little  material  effect  on  the  yield  of  interest 
obtained.  . 

In  support  of  the  above  views  we  -desire  to  point 
out : — 

7163.  (1)  That  the  principle  that  foreigners  who  are 
holders  of  securities  the  interest  on  which  is  payable 
in  Great  Britain  should  not  be  made  to  pay  Income 
Tax,  has  been  admitted,  not  only  in  the  case  of 
foreign  bonds  and  Colonial  Government  securities, 
but  also  in  the  case  of  all  British  Government  War 
Loans.  To  extend  the  same  privilege  to  holders 
abroad  of  securities  in  British  companies  does  not, 
therefore,  introduce  a new  principle. 

7164.  (2)  That  whilst  it  may,  perhaps,  be  argued 
that  in  the  past,  when  the  British  Income  Tax  was 
an  almost  negligible  charge,  foreigners  did  not  invest 
freely  in  the  above  class  of  securities,  it  must  be 


remembered  that  at  that  time,  in  comparison  with 
the  rates  of  interest  current  abroad,  the  yield  obtain- 
able on  British  industrial  securities  was  too  low  to 
attract  foreign  buyers.  Now  conditions  have  mate- 
rially altered.  We  are  informed  by  persons  closely 
in  touch  with  America  and  Holland  that  there  are 
constant  enquiries  for  English  industrial  investments. 
A representative  of  a well-known  English  financial 
house  recently  visited  Switzerland,  and  he  informs 
us  that  at  nearly  all  of  about  eighty  institutions  he 
visited,  he  was  told  that  their  clients  were  enquiring 
for  English  industrial  investments— recent  political 
events  having  frightened  them  in  regard  to  Foreign 
Government  loans — and  that  many  investors  were 
also  looking  for  a higher  rate  than  could  be  obtained 
from  Government  stocks.  We  also  have  reliable  infor- 
mation that  even  in  France,  with  the  present  adverse 
conditions  in  exchange,  there  is  a constant  demand 
for  good  English  industrial  investments. 

7165.  (3)  That  the  investor  abroad  has  ever  re- 
garded Great  Britain  as  politically  more  secure  and 
less  liable  to  upheavals  than  many  foreign  countries, 
and  that  this  has  prompted  him  to  deposit  securities 
in  this  country.  That  the  financial  stability  of  Great 
Britain  has  also  fostered  a _ predisposition  _ for 
foreigners  to  invest  their  money  in  British  securities. 
The  British  Government  War  Loans  have  been  largely 
subscribed  for  bv  foreigners.  In  our  opinion,  for  the 
advantage  of  this  extra  security  foreigners  will  not 
be  found  willing  to  pay  a tax  of  30  per  cent,  on  the 
income  derived  from  such  investments.  Thus,  the 
present  prohibitive  tax,  instead  of  being  a means  ot 
obtaining  revenue  for  this  country  from  abroad,  will 
not  onlv  act  as  a means  of  excluding  further  capital, 
but  will  be  the  cause,  once  the  physical  possession 
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restrictions  are  removed,  of  the  greater  part  of  7167.  (5)  By  granting  remission  of  British  Income 
British  securities  at  present  held  abroad  being  forced  Tax  to  foreigners  there  should  be  practically  no  loss 

on  the  London  max-ket.  of  revenue,  as,  but  for  such  remission,  no  foreign 

7166.  (4)  It  is  known  that  some  companies  have  capital  would  come  to  this  country.  As  an  alterna- 

already  made  such  arrangements  as  in  effect  to  tive,  we  would  suggest  that  it  is  well  worth  considera- 

remove  their  domicile  from  England  to  various  tion  to  charge  a very  much  reduced  scale  of  Income 

foreign  centres  on  account  of  the  British  Income  Tax,  Tax  to  foreigners,  but  in  our  opinion  should  this 

and  other  companies,  some  of  which  are  of  great  appeal  to  H.M.  Treasury  it  is  essential  that  the  rate 

importance,  contemplate  similar  steps.  The  effect  of  charged  should  be  a very  low  one,  certainly  not  more 

this  would  be  the  loss  of  income  produced  by  the  than  Is.  in  the  £.  We  are  not  suggesting  that 

financial  arrangements  necessitated  by  English  domi-  estates  of  foreigners  in  this  country  should  not  be 

cile,  and  what  is  far  more  important  and  is  practi-  liable  to  Death  Duties.  Investment  of  foreigners  in 

cally  certain,  of  the  loss  of  large  trade  orders  to  meet  British  securities  are  and  will  be  often  held  in  Great 

the  requirements  of  the  companies  concerned,  orders  Britain  with  the  resultant  benefit  to  the  Revenue 

which  are  nearly  always  influenced  by  domicile.  on  the  death  of  the  holders. 

[ This  concludes  the  evidence-in-chief .] 


7168.  Chairman:  The  Commissioners  have  all  read 
your  paper  and  studied  it,  and  will  now  ask  you  a 
few  questions  upon  it. 

7169.  Sir  T.  Whittaker:  Mr.  Johnstone,  everybody 
would  agree,  of  course,  that  the  absence  of  taxation, 
or  a very  reduced  taxation  here  of  foreign  investors, 
would  induce  them  to  put  their  money  here? — (Mr. 
Johnstone ) Yes. 

7170.  But  we  have  the  difficulty  that  we  have  a big 
revenue  to  raise? — Clearly.  On  that  point  we  would 
suggest  this,  that  two  people  cannot  hold  the  same 
share.  If  a foreigner  buys  the  share  the  Englishman 
has  got  to  buy  some  other  share,  or  hold  something 
else.  Therefore,  you  still  have  the  Englishman’s 
capital  to  tax,  and  if  you  tax  the  foreigner  he  will 
not  come. 

7171.  You  would  not  limit  it  to  holding  shares. 
Supposing  a foreign  firm  established  a business  here, 
a branch,  you  could  not  distinguish  between  that  and 
holding  shares  in  an  English  concern? — I think 
clearly,  because  of  the  question  of  residence — of 
domicile.  If  a foreign  company  starts  business  in 
London  the  company  pays  the  Income  Tax  in  the  first 
instance.  The  person  who  would  recover  it  is  the 
person  who  is  domiciled  abroad. 

7172.  Supposing  the  foreigners  abroad  held  all  the 
shares  in  their  own  concern  they  would  then  get  the 
remission? — Yes,  I suppose  in  that  case,  if  the  share- 
holders in  the  particular  business  were  resident 
abroad,  they  would  get  the  remission. 

7173.  That  would  give  a foreign  firm  establishing  a 
business  here  an  enormous  advantage  or  preference 
over  an  English  firm? — Yes,  it  might  give  them  an 
advantage,  bxit  the  advantage  would  be  to  this  country 
in  having  the  capital  here  whilst  exchanges  are  so 
much  against  us. 

7174.  But  it  would  he  competing  with  our  own 
people  here,  and  giving  them  a preference  to  an  enor- 
mous amount  in  tax? — The  question  is  whether  it  is 
better  to  get  the  capital  here,  even  if  it  gave  a 
nominal  advantage  to  the  foreigner  or  not. 

7175.  Or  drive  our  own  out? — No,  I say  you  would 
not  drive  our  own  out.  Our  own  will  not  go  out ; why 
should  it  go  out? 

7176.  Supposing  you  have  concerns  here  doing  a 
certain  class  of  business.  If  a foreigner  establishes  a 
business  here,  and  has  an  advantage  of  6s.  Income  Tax 
over  the  English  trader  doing  the  same  class  of 
business,  he  will  tend  to  drive  these  people  out  of 
business? — You  mean  it  will  pay  him  better  than  it 
will  pay  the  Englishman. 

7177.  Yes.  He  can  afford  to  sell  at  a much  lower 
price,  and  beat  the  Englishman?. — Well,  yes,  I sup- 
pose he  could  afford  it. 

7178.  That  is  a very  serious  matter,  is  it  not? — I 
should  have  thought  that  was  to  the  advantage  of  the 
country  in  general. 

7179  But  if  it  were  fully  developed  the  trade  of  the 
wintry  would  he  done  by  foreigners  who  would  pay 
no. tar? — (Mr.  Scrimgeour ) : The  company  would  have 
to  pay  tax. 

7180.  Yes,  hut  as  I understand  your  proposal,  the 
foreign  shareholder,  the  owner  of  the  business,  would 
have  that  tax  remitted.  That  is  your  proposal? — But 
the  company  would  have  to  pay  in  higher  dividends. 
It  would  only  be  shareholders  in  the  company  who 
would  get  it  paid  tax  free. 


7181.  I think  you  are  not  quite  following  my  point. 
Take  a firm,  say,  in  France;  they  establish  a business 
here,  and  form  a company.  They  hold  all  the 
shares  in  France.  Under  your  suggestion  they  would 
pay  no  Income  Tax? — But  they  would  have  to  pay 
an  Income  Tax  as  a oompany. 

7182.  But  they  would  get  it  returned  I under- 
stand?— The  shareholders  would  get  it  returned. 

7183.  But  I am  speaking  of  a firm  holding  all 
the  shares  themselves.  I am  dealing  at  the  moment 
with  all  the  shareholders  being  abroad.  They  would 
be  entirely  relieved  of  tax? — (Mr.  Johnstone):  As 
individuals  resident  abroad  they  would. 

7184.  Then  there  is  a second  point  which  Mr.  Kerly 
has  suggested  to  me,  that  if  in  this  company  thei-e 
were  a considerable  proportion  of  foreign  share- 
holders, and  some  British  shareholders,  then  as  the 
company  has  to  pay  the  tax  it  would  mean  really 
that  the  British  shareholders  would  pay  the  whole  of 
the  tax? — No.  The  British  shareholder  would  pay 
the  tax  on  the  proportion  that  he  drew. 

7185.  The  suggestion  is  that  the  company  would 
pay  the  tax? — Yes,  the  company  would  pay  the  tax; 
you  mean  to  that  extent  the  British  shareholder 
would  not  get  the  benefit  of  the  remission  and  that 
he  would  pay  the  whole  of  the  tax. 

7186.  I suppose  the  foreign  shareholder  would  get 
it  returned? — (Mr.  Scrimgeour):  The  English  share- 
holder would  not  have  to  pay  any  more. 

7187.  The  other  phase  that  we  have  had  put  before 
us  very  strongly  is  that  where  British  firms  have 
investments  in  foreign  countries  they  should  not 
pay  the  tax  both  here  and  there.  It  means  that 
they  should  be  relieved  wholly  or  partially  here.  Is 
not  that  an  inducement  to  put  English  capital 
abroad  ? — (Mr.  J ohnstone ) : I suppose  that  depends 
upon  the  policy  of  the  country  in  question.  I do  not 
suppose  that  other  countries  which  do  not  at  the 
present  moment  wish  to  attract  capital  would  allow 
that  remission. 

7188.  At  the  present  time  if  there  is  a British 
firm  with  a business  in  the  United  States,  the  pro- 
posal is  made  that  if  that  business  is  taxed  in  the 
United  States,  the  United  States  tax  should  be 
allowed  off  the  tax  here? — That  is  not  our  proposal. 

7189.  No,  I know,  but  I am  putting  that  to  you  ; 
it  is  the  reverse  of  yours.  But  do  you  not  see  that 
between  the  two  proposals  we  are  going  to  lose  the 
tax  all  round? — (Mr.  Scrimgeour) : It  must  be  recip- 
rocal. 

7190.  How  could  one  influence  other  countries?  — 
Unless  they  agreed  then  it  ought  not  to  he  done, 
but  by  agreement  it  could  be  done  without  loss. 

7191.  It  appears  as  if  you  are  going  to  encourage 
the  foreigner  to  come  here,  and  encourage  the 
Britisher  to  invest  his  capital  in  another  country? — 
(Mr.  Johnstone) : Of  course,  the  Britisher  will  be  en- 
couraged by  the  action  taken  by  the  foreign  Govern- 
ments. If  the  foreign  Governments  wish  to  attract 
capital  they  can  do  this  quite  irrespective  of  what 
England  does. 

7192.  The  suggestion  is  that  the  relief  should  be 
given  here  in  proportion  to  the  taxation  abroad? — 
Well,  that  is  not  our  suggestion. 

7193.  No,  it  is  the  other  side  of  your  shield  which  we 
are  having  very  strongly  put  before  us? — Well,  that 
is  the  question  of  what  the  other  country  chooses 
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entirely.  What  appears  to  us  is  that  if  you  want 
foreign  capital  to  come  here,  and  to  prevent  foreign 
holdings  being  sold  here,  and  capital  being  taken  out 
of  the  country,  you  must  give  this  relief. 

7194.  Then  you  are  going  to  give  a preference  to 
the  foreigner  over  the  Englishman? — You  would  give 
that  preference  in  order  to  get  what  you  want,  that 
is,  capital.  (Mr.  Scrimgeour ) : The  presumption  is 
that  he  has  to  pay  tax  in  his  own  country. 

7195.  But  we  do  not  get  it? — He  is  not  benefited  as 
against  the  English  shareholder,  because  he  has  to  pay 
his  tax  in  his  own  country ; he  is  in  the  same  position. 

7196.  His  company  and  business  are  defended,  and 
he  has  all  the  benefits  of  our  Government,  and  every- 
thing here,  and  he  has  to  pay  no  contribution  towards 
it? — (Mr.  Johnstone) : It  depends  whether  it  is  worth 
your  while  to  get  his  money  or  not.  If  you  do  not  you 
will  not  get  his  money,  so  you  will  not  lose  any 
Revenue  at  all. 

7197.  You  realize  this  is  a very  complicated  and  very 
difficult  matter  ?— We  quite  realize  that,  and  we  quite 
realize  everybody  would  say  you  are  favouring  the 
foreigner.  To  that  extent  a foreigner  is  better  off, 
but  we  are  giving  him  that  favour  because  it  will  get 
us  what  we  want,  which  is  capital,  and  it  is  not  really 
a loss  of  revenue,  because  if  we  do  not  do  it  he  will 
not  bring  his  money  here  at  all.  (Mr.  Scrimgeour ) : 
If  the  foreigner  is  paying  6s.  Income  Tax  in  his  own 
country  he  is  not  better  off  as  regards  that  business 
than  we  are  here. 

7198.  Mr.  Uolland-Martin : In  your  second  para- 
graph you  seem  to  imply  that  the  moment  the  present 
restrictions  are  removed  there  will  be  a very  heavy 
sale  of  securities  held  by  foreigners.  Have  you  any 
direct  evidence  of  that  at  all? — (Mr.  Johnstone ) : Yes, 
we  have  direct  evidence  that  clients  are  writing  saying 
they  will  sell  these  industrials  because  of  the  tax.  I 
had  a case  only  yesterday.  It  happens  to  be  the  hold- 
ing of  the  Argentine  Tobacco  Company.  There  it  was 
a Frenchman,  and  even  though  the  exchange  was  so 
much  against  him  he  said:  “can  we  sell  because  of 
the  heavy  tax?  ” I have  got  the  figures  of  the  Argen- 
tine Tobacco  Company’s  capital,  and  their  issued 
capital  is  £840,000  preference,  and  £350,000  of  that  is 
held  abroad,  and  £845,000  ordinary  capital,  and  of 
that  £570,000  is  held  abroad.  Our  friends  in  every 
direction  on  the  Stock  Exchange  tell  us  that  their 
clients  are  saying : ‘ ‘ when  can  we  sell  our  holdings 
in  these  companies,  because  it  does  not  pay  us  to  pay 
the  tax?  ” The  Forestal  Land  is  another  company 
which  is  a very  striking  instance.  They  have 
£3,000,000  of  capital,  of  which  £1,000,000  is  held 
abroad.  Remove  your  restrictions  and  those  people 
will  say:  “ If  we  have  to  pay  the  6s.  tax  it  cuts  our 
returns  to  pieces,  and  we  shall  force  them  on  the 
market.” 

7199.  That  also  might  be  met,  to  a certain  extent,  by 
the  company  moving  its  office? — That,  again,  is 
another  thing.  Take  the  Argentine  Railway  Company, 
for  instance.  If  they  want  to  raise  money  in  the 
future  they  would  talk ‘of  moving  to  the  Argentine,  or 
somewhere  else,  to  raise  their  money  so  as  to  avoid  the 
taxation. 

7200.  With  consequent  loss  of  orders? — With  conse- 
quent loss  of  orders  to  this  country  for  stock,  rails, 
and  engines.  If  you  attract  your  foreigner  here  to 
put  capital  here  lie  gives  his  orders  in  the  country  of 
domicile.  I think  that  has  been  proved  over  and  over 
again. 

7201.  Of  the  two  proposals,  the  total  freedom  from 
tax,  and  the  reduced  scale  of  tax,  which  do  you 
favour? — Personally  I should  favour  freedom  from  tax 
altogether,  but  if  you  have  to  meet  the  cry  that  you 
are  favouring  the  foreigner  too  much  he  probably  will 
face  a small  Income  Tax  as  long  as  it  is  not  too 
much,  and  you  can  use  that.  If  he  has  the  advantage 
of  the  protection  of  Great  Britain  it  is  fair  that  he 
should  pay  something.  Our  whole  point  at  the  present 
moment  is  that  if  you  want  to  stabilise  exchanges 
you  must  attract  capital  here,  and  prevent  capital 
being  withdrawn ; and  if  you  levy  your  Income  Tax 
at  6s.  you  will  have  capital  withdrawn  from  here, 
and  people  selling,  and  no  fresh  capital  coming  in. 
That  is  really  our  case  in  a nutshell. 

7202.  Mr.  Walker  Clark : These  conditions  to  which 
you  refer  of  the  necessity  of  attracting  foreign  capital 
are  largely  due  to  the  war? — Yes. 


7203.  It  is  to  be  hoped  in  a few  years  those  con- 
ditions will  not  apply? — Well,  they  might,  or  they 
might  not.  (Mr.  Scrimgeour) : It  is  very  unlikely, 

I am  afraid. 

7204.  How  could  the  Commission  recommend  legis- 
lation which  could  only  deal  with  the  temporary  con- 
ditions caused  by  the  war? — (Mr.  J ohnstone) : Cannot 
you  recommend  anything  that  would  deal  with  a thing 
that  might  last  for  five  or  six  years? 

7205.  Is  that  your  suggestion? — I should  not  suggest 
that  you  should  bind  yourself  down  in  perpetuity  that 
no  foreigner  should  ever  pay  Income  Tax  on  an 
English  security — certainly  not. 

7206.  You  merely  suggest  a temporary  relief  during 
the  special  conditions  created  by  the  high  tax,  which 
is  the  result  of  the  war? — That  is  it  really,  until  the 
position  is  remedied.  When  you  do  not  want  foreign 
capital,  when  you  are  not  afraid  of  investments  being 
withdrawn,  you  can  alter  your  rules. 

7207.  Is  not  your  contention  to  some  extent  met 
by  forming  subsidiary  companies,  selling  companies, 
and  that  sort  of  thing,  as  a matter  of  fact? — I do 
not  quite  follow  you. 

7208.  Take  the  case  of  an  American  firm  that  has 
a manufactory  here,  and  they  make  no  profit  here, 
but  the  goods  are  sold  here,  and  it  is  evident  that 
the  goods  which  are  sold  here  are  sold  back  to  America 
to  a selling  company  at  a low  price  in  order  that  the 
whole  of  the  profits  are  made  on  the  other  side  of 
the  water;  is  not  that  a common  thing? 

7209.  Mr.  Uolland-Martin  : I think  that  has  more 
to  do  with  agency  business  than  with  the  Stock  Ex- 
change, has  it  not? 

7210.  Mr.  Walker  Clark : It  has  to  some  extent  a 
bearing  on  the  question? — I do  not  quite  follow  how 
that  goes ; I had  not  thought  of  that  point. 

7211.  We  had  evidence  given  of  a case  of  that  kind, 
and  a very  large  case  of  that  kind? — Is  not  that  a 
clear  case  really  of  people  in  order  to  avoid  the  tax 
making  these  arrangements  to  get  round  it? 

7212.  That  is  so,  and  we  think  they  ought  to  be  pre- 
vented. You  suggest  a method  of  preventing  it.  I 
see  the  practical  proposal  you  make  is  that  your- 
suggestion  should  not  be  operative  in  perpetuity,  but 
for  a temporary  period  owing  to  the  exigencies  of  the 
war? — As  long  as  it  is  necessary  to  attract  capital 
you  ought  to  have  those  arrangements. 

7213.  Mr.  Marks : Is  it  not  a fact  that  the  arrange- 
ment which  you  propose  in  regard  to  foreign  in- 
vestors in  British  companies  is  already  in  force  in  a 
great  many  countries  in  regard  to  English  investors 
in  those  countries?  For  instance  all  the  American 
railway  bonds  sold  in  this  country  are  guaranteed 
free  of  Government  and  other  form  of  local  taxation  ? 
— Yes. 

7214.  That  is  the  case  in  almost  every  country 
which  wishes  to  attract  capital? — That  is  so. 

7215.  Therefore  the  question  comes  down,  does  it 
not,  to  whether  or  not  in  the  view  of  the  governing 
authorities  here  it  is  desirable  to  attract  capital  to 
this  country? — Surely. 

7216.  You  come  before  us  to  say  at  any  rate  so 
far  as  the  Stock  Exchange  Committee  is  ooncerned 
they  are  convinced  that  that  is  the  right  policy? — 
Quite,  more  especially  to  prevent  sales ; that  is  the 
Stock  Exchange  Committee’s  point  of  view. 

7217.  Have  you  any  support  for  this  point  of 
view  from  other  financial  bodies  in  the  City? — Well, 
we  did  not  put  forward  these  views  without  con- 
sulting other  bodies  as  well.  I do  not  know  that 
I am  at  liberty  to  quote  other  bodies,  but  in  going 
round  and  asking  in  the  City  we  have  received  a 
great  deal  of  support.  Almost  in  every  case  they 
have  said:  “well,  it  is  self-evident  that  the  only 
way  you  can  prevent  capital  being  withdrawn,  or 
attract  capital,  is  to  make  this  allowance.”  That 
has  been  said  by  finance  houses  and  bankers. 

7218.  On  the  face  of  it  it  seems  self-evident,  but 
you  admit  it  is  open  to  the  objection  which  Sir 
Thomas  Whittaker  has  pointed  out? — Yes,  clearly. 

7219.  Have  you  considered  that  point  at  all,  and  if 
so  do  you  consider  there  is  any  possibility  of  separat- 
ing companies  the  entire  capital  of  which  is  held 
abroad  from  British  companies  part  of  whose  capital 
is  held  by  foreign  investors? — That  was  suggested 
to  me  only  yesterday  by  one  of  the  biggest  finance 
houses  in  the  City  who  have  very  largely  to  do  with 

Z 2 


27880 


354 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


17  July , 1919.]  Mr.  Gilbert  Johnstone  and  Mr.  John  A.  Scrimgeour.  [Continued. 


American  securities.  They  suggested  that  we  might 
differentiate. 

7220.  You  see  Sir  Thomas  Whittaker’s  objection  is 
a valid  one,  and  if  you  are  to  maintain  your  point 
of  view  you  will  have  to  devise  some  means  to  meet 
him? — Quite. 

7221.  Therefore  I suggest  that  if  your  Committee 
can  put  up  any  suggestion  which  will  help  the 
Commission  in  that  matter  it  might  be  useful? — Yes, 
quite. 

7222.  I am  not  quite  sure  about  the  point  you  made 
just  now,  that  the  Stock  Exchange  Committee  was 
afraid  of  sales  here.  I should  say  that  that  might 
have  a very  sensible  effect  on  the  Exchange,  but  as 
a compensation  for  that  would  it  not  mean  that 
possible  investors  in  this  country  were  getting  hold 
of  securities  previously  held  abroad  at  very  low 
prices,  entirely  owing  to  the  fact  that  taxation  in 
this  country  made  them  an  undesirable  investment 
abroad? — But  is  not  that  equivalent  to  having  a 
foreign  issue  made  in  England  to  all  intents  and 
purposes?  Is  that  what  you  want  at  the  present 
moment? 

7223.  I see  your  point. — It  is  like  having  a foreign 
company  issued  in  England,  and  the  Englishman 
subscribes  to  it. 

7224.  I wanted  really  to  ask  you  whether  your  ob- 
jection to  that  flood  of  sales  which  you  anticipate  was 
an  objection  purely  from  the  Stock  Exchange  business 
point  of  view,  or  from  the  national  point  of  view? — 
Not  from  the  Stock  Exchange  business  point  of  view, 
because  the  more  people  who  sell  the  better  for  us. 

7225.  It  does  not  much  matter  which  way  they  are 
going  so  long  as  they  go? — So  long  as  they  go  it  does 
not  really  matter  at  all.  It  is  purely  from  the  point 
of  view  of  affecting  the  exchange.  We  thought  we 
were  in  a position  to  have  special  knowledge  as  to  the 
likelihood  of  these  sales. 

7226.  Mr.  Kerly : There  are  two  problems,  are  there 
not,  foreign  capital  already  here,  and  capital  that  is 
coming,  or  that  you  want  to  come? — Yes. 

7227.  As  regards  foreign  capital  already  here,  that 
means  foreigners  holding  shares  in  English  com- 
panies. It  is  impossible  to  deal  with  those  by  remit- 
ting the  tax  which  is  now  charged  to  foreign  share- 
holders unless  the  Government  pays  it.  Is  that  what 
you  propose — that  the  Government  should  pay  it  to 
the  foreign  shareholder  ? — The  Government  would 
have  to  return  it  to  the  foreign  shareholder,  yes. 

7228.  It  is  no  good  saying  that  the  company  is  not 
to  charge  it  while  paying  its  own  full  Income  Tax. 
What  you  mean  is  that  there  should  be  a Government 
endowment  of  the  foreign  shareholder? — The  Govern- 
ment would  allow  the  foreign  shareholder  to  recover 
the  tax  in  order  to  keep  the  capital  in  this  country; 
that  is  the  point. 

7229.  Have  you  any  idea  of  what  that  would  cost? 
— No,  I am  afraid  I have  not  yet,  because  I have  not 
got  the  total  of  the  foreign  holdings  here. 

7230.  What  is  the  consequence  of  not  doing  it — that 
the  foreigner  wants  to  sell  his  shares? — Yes. 

7231.  That  means  that  there  will  be  a fall  in  prices? 

-The  Englishman  has  to  find  that  money,  yes. 

7232.  There  is  no  loss  of  capital  because  the  foreign 
shareholder  has  to  find  an  English  buyer,  or  another 
foreign  buyer? — Do  you  mean  there  is  nothing  goes 
out  of  the  country? 


7233.  It  will  not  make  any  difference  to  the  com- 
pany?— No,  not  to  the  company  itself,  except  in  this 
case — suppose  the  company  wants  to  raise  fresh 
money. 

7234.  That  is  the  other  problem? — There  are  fewer 
people  about  to  find  the  money,  and  their  credit  is 
affected. 

7235.  As  regards  the  other  problem,  the  new  money 
you  want  to  get  here,  it  is  exactly  the  position  of  our 
attempt  to  place  our  War  Loan  abroad.  You  have  to 
pay  the  foreigner  practically  at  a higher  rate  than 
you  pay  the  Englishman  in  order  to  get  his  money? — 
Yes,  and  if  you  leave  the  exchange  against  you,  you 
have  precisely  the  same  thing  to-day ; you  have  to  pay 
at  a higher  price  for  everything  you  buy. 

7236.  Is  that  an  operation  at  the  expense  of  the 
whole  country,  and  the  particular  instance  is  to  be 
left  to  the  private  speculator  ? — I do  not  follow  that. 

7237.  I am  suggesting  that  this  operation  to  get 
foreign  capital  is  to  be  left  by  putting  the  means 
into  the  hands  of  the  private  promoter  so  that  he  will 
make  such  promotions  as  he  pleases  with  the  advan- 
tage that  when  he  sells  his  new  shares  abroad  the 
foreign  buyer  gets  an  allowance  from  the  Govern- 
ment?— Yes,  but  he  draws  the  capital  from  the 
foreigner  to  this  country. 

7238.  He  is  paying  part  of  the  price,  arid  the 
Government  is  paying  the  rest,  because  the  Govern- 
ment is  going  to  give  the  foreigner  the  equivalent 
of  the  Income  Tax  on  his  dividends? — But  is  the 
Government  going  to?  If  the  foreigner  sells  his  hold- 
ing the  Englishman  buys  it,  and  the  Government 
gets  it  in  that  way.  If  you  do  not  give  this  the 
foreigner  will  sell. 

7239.  There  you  have  gone  back.  I was  trying  to 
divide  the  two  propositions? — Surely  you  cannot  get 
away  from  this  one  thing,  that  if  the  foreigner  does 
not  hold  the  share  the  Englishman  does,  and  the 
Government  gets  the  tax,  and  the  only  money  that 
comes  in  is  the  money  which  the  foreigner  is  prepared 
to  leave  here,  and,  therefore,  there  is  no  reduction 
in  the  amount  the  Government  gets  at  all. 

7240.  I will  not  pursue  it.  What  I put  to  you 

seemed  to  me  to  be  difficulties  on  the  face  of  the 
matter  which  make  it  very  troublesome  to  deal  with? 
— It  is  just  a question  of  whether  the  Government 
think  it  worth  while  in  order  to  stabilise  the  exchanges 
to  attract  foreign  capital. 

7241.  The  foreign  investor  can  at  this  moment  if  he 
wants  English  securities  invest  in  the  Government 
bonds  from  which  tax  is  not  deducted? — And  has 
done  so  very  largely. 

7242.  So  that  what  practically  this  might  lead  to 
is  a shifting  of  foreign  investments  from  industrials 
to  Government  securities? — It  might  to  a certain 
extent,  but  that  is  perfectly  true  about  the  English- 
man. The  Englishman  is  not  content  to  put  the 
whole  of  his  money  into  War  Loan  any  more  than  is 
the  foreigner.  You  have  two  different  classes  of 
investors.  You  have  the  class  of  investor  who  will 
take  Government  Loan  up  to  a certain  amount,  and 
after  that  he  wants  a higher  rate  of  interest  and  a 
different  security.  Foreigners  are  full  up  of  Govern- 
ment Loans,  and  the  reply  we  get  back  is:  “cannot 
you  suggest  anvthing  else  except  this  eternal  Govern- 
ment Loan?  ” That  is  the  reply  we  are  getting 
every  week. 


Mr.  Harold  Cox,  called  and  examined. 


7243.  Chairman : Your  paper  is  very  short,  and  I 
am  very  glad  it  is  short ; if  you  would  like  to  read  it 
will  you  please  do  so,  and  then  you  will  be  examined 
by  any  of  the  Commissioners  who  wish  to  ask  you 
questions  ?— -With  pleasure.  The  two  propositions 

which  I wish  to  lay  before  the  Commission  are: 

(a)  that  the  Income  Tax  should  be  made  abso- 
lutely universal,  so  that  no  person  could 
claim  full  rights  of  citizenship  without 
paying  Income  Tax; 

(h)  that  the  tax  should  be  levied  at  the  source 
in  the  case  of  wage-earners  as  it  already  is 
for  dividend  drawers,  landowners  and  civil 
servants. 


The  first  proposition  depends  on  general  principles 
of  constitutional  government.  I hold  that  no  person 
should  be  allowed  to  vote  for  Members  of  Parliament, 
who  have  power  to  control  public  funds,  unless  he 
makes  some  direct  contribution  to  those  funds. 

The  second  proposition  arises  out  of  Adam  Smith’s 
well-known  canon  of  taxation,  that  taxes  should  be 
levied  at  the  time  and  in  the  manner  most  convenient 
to  the  payer.  A weekly  Avage-earner  generally  regu- 
lates his  financial  life  on  a weekly  basis,  and  it  is 
extremely  inconvenient  to  him  to  be  called  upon  for 
comparatively  large  sums  of  money  at  quarterly  in- 
tervals. On  the  other  hand,  he  is  quite  pleased  to 
receive  any  sum  that  comes  outside  his  weekly  budget. 
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The  success  of  the  working  class  Co-operative  Societies 
is  mainly  due  to  their  recognition  of  the  mental 
attitude  of  weekly  wage-earners.  The  co-operative 
stores  charge  a fairly  high  price  for  the  goods  they 
sell,  but  give  back  to  their  customers  every  quarter  a 
lump  sum  in  the  shape  of  a dividend  on  purchases. 
This  practice  is  so  immensely  popular  with  weekly 
wage-earners  that  some  private  firms  are  now  adopt- 
ing it  and  out-bidding  the  stores  in  the  matter  of 
dividend. 

Following  this  analogy,  my  proposal  is  that  em- 
ployers should  deduct  from  the  weekly  wage  they 
pay  a sum  so  fixed  as  to  he  in  the  majority  of  cases 
more  than  sufficient  to  cover  the  amount  of  Income 
Tax  which  will  finally  be  due  from  the  wage-earner. 
At  the  end  of  the  quarter- the  wage-earner  will  claim 
from  the  Inland  Revenue  office  a refund  of  the 
balance  due  to  him.  On  this  plan  I believe  that  the 
special  dislike  of  the  Income  Tax  which  now  exists 
among  weekly  wage-earners  would  disappear.* 

7244.  Mr.  Marks : Have  you  considered,  in  connec- 
tion with  your  proposal  (a),  what  has  been  put  before 
us  from  other  quarters,  that  if  the  Income  Tax  is  to 
be  made  universal  it  should  be  coupled  with  the 
abolition,  it  is  suggested  in  most  cases,  but  at  any  rate 
a modification,  of  indirect  taxation? — Yes,  I think 
that  is  desirable,  of  course,  when  we  have  got  down 
to  an  approximately  sound  financial  position. 

7245.  You  still  think  that  universal  direct  taxation 
should  be  advocated  or  brought  into  force,  and  that 
indirect  taxation  should  be  maintained? — I think  for 
the  present  we  have  to  get  more  revenue.  As  soon  as 
we  want  less  revenue,  I think  indirect  taxes  ought  to 
be  lightened,  because  they  press  with  unfair  severity 
on  the  poorest  people.  A man  earning  £1  a week 
pays  relatively  more  in  indirect  taxation  than  a man 
earning  £3  a week ; it  amounts  to  a bigger  burden 
upon  him. 

7246.  Does  your  proposition  imply  a graduated  tax 
down  to  some  very  small  amount? — Yes;  I accept  the 
principle  of  graduation  of  the  Income  Tax.  I do  not 
put  wage-earners  in  any  other  category  than  other 
citizens. 

7247.  Have  you  formed  any  idea  as  to  where  your 
Income  Tax  should  begin ; what  should  be  the  limit 
of  exemption  ? — I would  have  no  exemption  whatever. 
That  is  my  whole  proposition. 

7248.  As  regards  your  other  proposition,  that  the 
tax  on  wage-earners  should  be  levied  at  the  source, 
have  you  considered  that  the  employers  have  objec- 
tions to  that  method  of  levying  the  tax? — In  1915, 
when  Mr.  McKenna  was  considering  the  extension  of 
the  Income  Tax  to  weekly  wage-earners  I took  the 
trouble  to  get  letters  from  a number  of  employers 
throughout  the  Kingdom,  and  with  one  accord  they 
said  they  were  quite  willing  to  undertake  the  respon- 
sibility. 

7249.  It  has  been  stated  to  us  as  a fact  that  the 
employers  would  object  to  this  method  of  collecting 
the  tax? — I can  only  say  it  may  have  been  luck,  but 
all  the  people  I wrote  to  said  they  were  perfectly 
willing  to  do  it. 

7250.  Can  you  give  the  members  of  the  Commis- 
sion an  idea  how  many  people  they  were  ? — I should 
think  seven  or  eight  probably.  I did  not  continue 
it  any  further,  finding  that  I got  unanimity. 

7251.  Do  you  not  think  there  might  be  some  objec- 
tion on  the  part  of  the  wage-earner  to  having  to 
claim  back  from  the  Inland  -Revenue  his  over- 
payment of  tax? — No.  I think  if  he  got  the  money 
he  would  be  quite  pleased. 

7252.  It  is  generally  considered  that  there  is  a 
certain  amount  of  delay  and  difficulty  in  getting 


* Mr.  Cox  wishes  to  add  to  his  statement  the  following  note : — 
On  November  19th,  1914,  Mr.  Arthur  Henderson,  speaking  in 
the  House  of  Commons,  said:— 

“ He  had  come  to  the  conclusion  that  the  only  fair  way  to  treat 
the  working  classes  was  by  a graduated  wage  tax,  and  was  quite 
certain  that  some  day  a Chancellor  of  the  Exchequer  would  feel 
that  was  the  only  fair  way.” 

On  May  14th,  1918,  Mr.  Philip  Snowden  said  that  he  could 
imagine : — 

“ nothing  more  harmful  to  the  best  interests  of  the  country  than 
that  we  should  have  a large  section  of  the  community  able  to-in- 
fluence  the  policy  of  the  country  and  yet  altogether  relieved  from 
financial  responsibility  for  that  policy." 
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back  from  the  Inland  Revenue  any  over-payment  to 
which  one  may  be  entitled,  and  you  can  imagine  that 
if  weekly  wage-earners  were  put  on  this  basis  the 
number  of  claims  on  the  Inland  Revenue  would  be 
very  large  indeed? — Yes.  Latterly  my  information 
is  that  the  Inland  Revenue  has  been  very  prompt 
in  meeting  claims. 

7253.  Have  you  considered  also  the  very  great 
extent  to  which  the  number  of  claims  would  be 
increased? — Yes.  I do  not  know  whether  you  would 
want  any  larger  mechanism  for  collection  than  you 
do  under  the  present  system ; I rather  think  you 
would  want  a smaller  mechanism,  but  in  any  case  I 
should  like  to  lay  before  the  Commission  the  propo- 
sition that  in  order  to  save  administrative  expendi- 
ture in  connection  with  taxation,  the  collection  of 
local  and  Imperial  taxeB  should  be  entrusted  to  the 
same  office.  I would  have  a Revenue  office  in  every 
district,  which  should  collect  taxes  for  the  central 
Government  and  for  the  local  governments. 

7254.  That  would  be  part  of  the  ordinary  Inland 
Revenue  administration  ? — Yes. 

7255.  Would  you  still  use  the  employers? — Cer- 
tainly. Just  as  you  use  bankers  now  to  collect 
Income  Tax  for  the  Government,  I would  use  em- 
ployers to  collect  taxes  on  wages.  I daresay  you 
know  the  fact  that  it  is  already  done  in  the  case  of 
civil  servants,  in  the  case  of  postal  employees  for 
example. 

7256.  Sir  E.  Nott-Bower : With  regard  to  your 
suggestion  that  the  tax  on  wages  should  be  levied  at 
its  source,  my  recollection  is  that  the  objection  to 
the  deduction  of  tax  by  employers  came  rather  from 
the  employees  than  from  the  employers.  I think 
they  did  not  like  it? — I think  that  they  are  more 
likely  to  object  than  the  employers,  but  I think  they 
object  still  more  to  paying  a quarterly  tax.  That 
is  my  point.  Of  the  two  they  dislike  the  deduction 
less  than  they  dislike  having  to  pay  a lump  sum. 

7257.  With  regard  to  the  instance  you  quote  of  the 
man  who  is  a shareholder  in  a Co-operative  Society, 
you  take  him  as  an  instance? — I was  not  speaking  of 
shareholders  in  Co-operative  Societies;  I was  speak- 
ing of  dealers  at  co-operative  stores. 

7258.  A dealer  generally  holds  a share,  does  he 
not? — Yes;  that  is  another  point;  but  I was  speaking 
of  him  qua  dealer. 

7259.  What  happens  to  him  is  that  he  buys  goods 
at  the  stores,  at  a price  which  I imagine  he  thinks, 
at  any  rate,  and  probably  rightly  thinks,  is  not 
higher  than  he  would  have  to  pay  at  a shop? — I 
think  he  generally  knows  it  is  rather  higher,  because 
many  of  the  shops  try  to  undercut  the  stores.  But 
it  comes  back  to  the  wife.  She  prefers  to  pay  rather 
more  because  she  gets  a lump  sum  at  the  end  of  the 
quarter,  which  the  husband  does  not  touch. 

7260.  I will  leave  the  question  of  price  to  other 
members.  At  any  rate  at  the  end  of  the  quarter, 
without  making  any  claim  at  all,  I suppose,  he  gets 
his  dividend,  does  he  not? — Yes;  he  has  to  present 
his  tallies,  or  whatever  they  are  called — I forget  the 
technical  term. 

7261.  Would  not  the  workman’s  feelings  be  very 
different  if  he  was  required  to  pay  to  the  State  more 
than  he  really  owed  the  State  and  was  kept  out  of  his 
money  for  a time  without  any  benefit  to  himself, 
and  then  could  only  get  his  money  back  on  making 
a claim? — I do  not  suppose  it  is  nearly  so  pleasant 
an  operation  as  the  other ; because  in  the  case  of  the 
store  you  get  the  goods  first  and  you  get  the  money 
back  without  much  worry ; in  the  case  of  the  tax 
you  have  to  pay  something  you  do  not  want  to  pay 
at  all,  and  you  have  some  worry  in  getting  back  the 
balance.  But  that  is  the  difference  between  com 
pulsory  payment  to  the  State  and  private  trading 
for  your  own  pleasure. 

7262.  Mr.  Walker  Clark : You  said  just  a moment 
ago  in  reference  to  indirect  taxation  that  you  would 
not  have  it  abolished  until  we  had  reached  a desir- 
able basis  of  national  income,  as  I understand  it?- 
I said  “ lightened.” 

7263.  Until  that  point  has  been  reached  every 
weekly  wage-earner-,  regardless  of  amount  or  age  or 
sex,  should  pa.y  some  contribution? — In  proportion 
to  his  earnings. 
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7264.  l'Tom  the  errand  boy  at  6s.  a week  or  less, 
upwards? — 1 laid  particular  stress  on  the  question 
ot  voters,  but  1 do  not  see  why  errand  boys  should 
escape. 

7265.  If  they  are  voters?— No,  they  would  not  be 
voters. 

7266.  VVe  want  to  get  a clear  idea  whether  it  is 
the  voting  register  which  is  to  be  the  basis  of  tax- 
ation, or  the  income? — I combine  the  two  things. 
Every  income  ought  to  pay  and  nobody  ought  to  vote 
until  he  has  paid  his  tax. 

7267.  Direct  tax? — Yes,  direct  tax. 

7268.  lhat  is  very  different  from  other  suggestions 
which  have  been  made  to  this  Commission.  That  is 
your  opinion? — Yes,  that  is  my  opinion. 

7269.  Can  you  tell  me  to  what  extent  you  regard 
yourself  as  entitled  to  speak  on  behalf  of  that  large 
class? — I do  not  regard  myself  as  entitled  to  speak 
on  behalf  of  anybody. 

7270.  Except  yourself? — That  is  so. 

7271.  These  opinions  are  your  own  opinions, 
formed  as  the  result  of  your  own  knowledge  and 
opportunity  of  investigation? — Absolutely. 

7272.  But  they  are  not  confirmed  by  any  organi- 
sation representing  either  employers  or  employed?- 
No,  I represent  nobody. 

7273.  Except  yourself? — That  is  so. 

7274.  In  the  same  way  in  the  case  of  collection  of 
the  weekly  wage-earner  s tax  by  the  employer,  you 
do  not  there  represent  employers  except  those  seven 
or  eight  you  consulted? — Except  those  people  who  have 
written  to  me.  They  all  said  it  was  quite  easy  to  do. 

7275.  I think  we  should  all  admit  that  it  is  easy 
to  do,  but  whether  it  ds  desirable  is  quite  another 
matter.  It  has  been  suggested  to  the  Commission  by 
another  witness  that,  in  order  to  prevent  repayments 
of  tax  by  weekly  wage-earners,  a lower  rate,  a kind 
of  compounded  rate,  should  be  deducted,  without  any 
return.  Do  you  favour  that? — I think  there  is  a 
great  deal  to  be  said  for  that,  quite  frankly.  You 
might  save  a certain  amount  of  administrative  labour 
by  some  such  device  as  that.  I do  not  rule  that  out. 

7276.  I am  not  looking  at  the  saving  in  administra- 
tion so  much  as  the  desirability  from  a revenue-earn- 
ing and  the  taxpayer’s  point  of  view.  You  would  see 
no  objection  to  it? — No.  I do  not  think  it  would  be 
any  economy  except  dn  the  matter  of  administrative 
expenditure,  as  far  as  I can  see. 

7277.  Is  your  idea  that  the  same  rate  should  apply 
to  all  classes  of  the  community,  regardless  of  occupa- 
tion ? I do  not  mean  a graduated  rate ; I mean  that 
the  trader  and  the  professional  man  and  the  farmer 
should  all  be  treated  in  exactly  the  same  way  so  far 

as  administration  and  collection  are  concerned? 

Would  you  mind  putting  the  question  in  another  way ; 
^.am  n°k  sure  that  I see  what  you  are  driving 

7278.  At  present  you  know  there  are  different 
methods  of  treatment,  different  options,  shall  I say, 
for  the  farmers? — The  farmers  are  in  a special  cate- 
gory ; they  can  be  either  under  Schedule  D or  Schedule 
B Personally  I think  it  was  a mistake  having 
Schedule  B for  farmers;  I think  they  ought  to  be 
under  Schedule  D. 

7279.  Therefore  you  would  agree  with  the  proposi- 
tion that  I put,  that  all  should  be  treated  exactly 
in  the  same  way? — Yes. 

7280.  Mr.  Bowerrrum:  You  refer  to  those  employers 
with  whom  you  communicated  being  willing  to  act  as 
tax-collectors?— Yes,  just  in  the  same  way  as  they  do 
for  the  National  Insurance;  exactly  the  same  thing. 

7281.  Are  you  aware— probably  you  are  not— that 
before  Mr . McKenna  decided  upon  this  quarterly 
assessment  he  convened  a meeting  of  representatives  of 
employers  and  workmen,  and  that  at  that  conference 
strong  objection  was  taken  by  some  very  prominent 
employers  to  allowing  themselves  to  become  tax-col- 
lectors, to  use  their  own  expression  ?— I am  also  aware 
that  a deputation  of  employers  went  to  Mr.  McKenna 
to  urge  the  scheme  I am  advocating  upon  him  and 
were  turned  down  by  the  Treasury  officials.  I have 
a note  of  that  here.  “ A deputation  of  the  Shipbuild- 
ing Employers’  Federation  met  the  Chancellor  of  the 
Exchequer  some  time  ago  ” (this  is  1915)  “ and  made 
the  suggestion  you  advocate  in  your  letter  that  the 
Income  Tax  should  be  collected  by  means  of  a weekly 


deduct.on  on  the  same  lines  as  the  National  Health 
Insurance.  The  officials  who  met  them  were  anything 
but  sympathetic  to  the  suggestion  and  stated  that  they 
preferred  to  follow  their  own  lines  of  quarterly  returns 
from  employers  and  quarterly  collections.” 

7282.  Presumably  that  was  after  the  decision  had 
been  arrived  at  by  the  Chancellor? — This  is  dated 
22nd  November,  1915. 

7283.  I think  that  would  be  after  the  Chancellor 
had  come  to  his  decision.  At  any  rate,  what  I want 
to  impress  is  this:  that  the  conference  did  take  place; 
it  was  a very  representative  conference  upon  both 
sides,  and  the  employers,  as  I say,  were  many  of  them 
great  employers  of  labour,  and  they  were  strongly 
opposed  to  anything  of  the  kind? — I speak  from 
memory,  but  my  recollection  is  that  the  proposition 
put  before  the  employers  on  that  occasion  was  a very 
different  proposition  to  the  one  I am  now  urging. 
The  proposition  was  that  the  workman  should  be 
assessed  on  his  quarterly  or  annual  income  and  then 
the  employer  should  become  the  collector.  That  is  a 
very  different  thing  from  saying  that  the  employer 
is  automatically  to  make  a deduction  week  by  week 
from  wages. 

7284.  The  main  point  considered  on  that  occasion 
was,  in  the  first  place,  whether  workmen  would  be 
willing  to  accept  a quarterly  assessment  as  against 
an  annual  payment,  and  secondly,  whether  if  they  were 
willing,  the  employers  would  be  willing  to  collect  the 
money? — I do  not  know  whether  you  see  the  very 
important  difference  that  comes  in.  On  the  system  of 
the  employer  merely  taking  an  automatic  deduction 
from  wages,  the  employer  knows  nothing  about  the 
workman’s  final  financial  affairs.  He  makes  that  de- 
duction, and  then  the  workman  makes  his  arrange- 
ments subsequently  with  the  Inland  Revenue  official, 
and  the  employer  knows  nothing  about  that.  On  the 
other  plan,  the  employer  would  become  cognisant  of 
the  total  financial  affairs  of  his  workman,  and  that  is 
what  neither  employer  nor  workman  wanted.  I hope 
I have  made  clear  the  distinction. 

7285.  It  is  only  fair  to  say  that  at  the  conference, 
at  which  I happened  to  be  present,  that  point  was  not 
raised.  It  was  a question  whether  or  not  the  work- 
man would  accept  a quarterly  assessment,  and  if  so, 
in  the  event  of  his  agreement,  would  the  employer 
collect  the  money? — Quite  so,  but  I think  I am  right 
in  saying  that  the  proposition  which  the  employers 
turned  down  was  a totally  different  proposition  from 
the  one  which  I am  making  to-day. 

7286.  You  advocate  a universal  payment  of  Income 
Tax? — Yes,  something,  however  small  it  may  be. 

7287.  Would  you  abolish  indirect  taxation?— 1 
think  that  you  ought  as  soon  as  possible  to  reduce 
indirect  taxation,  especially  on  things  like  tea  and 
sugar. 

7288.  Y’ou  have  agreed,  in  answer  to  a question,  that 
indirect  taxation  bears  more  heavily  upon  those  who 
can  least  afford  to  pay  than  upon  others? — Yes,  and 
that  is  one  very  great  argument  for  having  direct 
taxation  in  place  of  indirect  taxation. 

7289.  And  in  addition  you  would  desire  to  see 
Income  Tax  imposed  upon  those? — You  have  to  deal 
with  the  present  financial  situation,  which  is  one 
where  you  want  more  money,  not  less. 

7290.  With  regard  to  the  amount  to  be  paid,  would 
it  be  on  a graduated  scale  starting  from  a nominal 
sum? — Yes,  it  must  be  graduated,  dearly. 

7291.  Could  you  suggest  to  the  Commissioners  what 
the  starting  point  should  be? — No,  as  long  as  you  pay 
some  small  sum  to  begin  with. 

7292.  May  I suggest  a sum— 3d.  in  the  £,  say?— I 
would  go  even  lower  than  that.  I think  even  2d.  in 
the  £ would  be  enough  on  the  smallest  incomes. 

7293.  So  long  as  it  was  a payment,  nominal  or 
other,  you  would  be  satisfied?— Yes,  I would  be  satis- 
fied with  one  penny  in  the  £ on  very  small  incomes. 

7294.  Do  you  think  that  your  suggestion  that  a 
young  man  should  not  be  allowed  to  vote  for  a 
Member  of  Parliament  unless  he  has  paid  his  assess- 
ment, would  be  carried  with  the  working  people?— 
T think  quite  possibly  not,  but  it  does  not  prove  that 
it  is  wrong. 
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7295.  I agree,  but  is  it  practicable  ? — I thinli  in  life 
we  have  first  of  all  to  think  what  is  right  and  then, 
secondly,  think  what  is  practicable. 

7296.  With  regard  to  exemptions,  exemptions  of 
all  kinds  should  go  by  the.  board,  should  they  ? — So  far 
as  the  exemptions  produce  a nil  result  ; but  otherwise 
I think  you  cannot  get  graduation  except  by  some 
form  of  abatement.  I think  that  is  the  best  way  in 
many  cases  of  getting  your  graduation. 

7297.  Then  you  do  not  agree  with  the  action  of  the 
Chancellor  in  what,  he  has  done,  say,  yesterday,  and 
one  or  two  days  previously,  in  increasing  the  amount 
of  deductions  ? — No,  because  that  has  exempted  a 
number  of  people  altogether.  I think  he  ought  to 
have  made  a proportional  exemption ; and,  if  I might 
touch  upon  a germane  point,  it  is  this:  I think  in 
dealing  with  such  a problem  as  the  exemption  for  wife 
or  for  child  it  ought  to  be  a percentage  of  the  income 
and  not  a lump  sum ; so  that  all  classes  in  the  com- 
munity would  get  their  share  of  the  exemption  That, 
of  course,  would  deal  at  once  with  the  point  which  the 
Chancellor  has  just  made;  if  he  had  given  a percentage 
abatement  the  man  would  still  have  paid  something, 
but  he  would  have  paid  less  if  married  than  if  he  had 
been  a bachelor. 

7298.  It  is  an  effort  on  the  part  of  the  Chancellor  to 
adjust  matters  as  far  as  possible  between  all  classes?— 
It  may  be,  or  it  may  be  just  to  meet  political  pressure. 

7299.  It  did  not  strike  me  from  that  point  of  view. 

I thought  it  was  really  to  prevent  unfairness  as  be- 
tween man  and  man  or  man  and  wife? — I remember 
the  last  deduction  of  the  same  kind  that  was  made  by 
Mr.  Bonar  Law  in  response  to  a threat  from  the 
miners ; so  I was  rather  suspicious  about  the  next  one. 

7300.  You  think  the  Chancellor’s  recent  action  is 
supplementary  to  that  and  in  the  same  spirit  ? That 
is  what  occurred  to  me. 

7301.  I think  you  are  doing  the  Chancellor  an  in- 
justice?— I hope  I am. 

7302.  Mr.  May : I am  at  a little  disadvantage  in 
asking  you  questions,  Mr.  Cox,  first  because  I did  not 
know  you  were  coming,  and,  secondly,  because  I have 
not  your  proof  of  evidence  here.  On  the  co-operative 
point  I do  not  wish  to  ask  any  questions,  because  I 
understand  that  you  simply  used  the  co-operative 
system  as  a useful  illustration  of  another  point? — 
Quite  right. 

7303.  And  that  everything  that  you  have  said  about 
the  co-operative  system  is  to  its  advantage,  and  there- 
fore I have  only  to  endorse  it.  With  reference  to  this 
weekly  collection,  there  are  one  or  two  points  that  I 
am  not  clear  about.  You  say  that  you  are  in  favour 
of  one  local  office  for  the  collection  of  municipal  and 
national  taxes? — Yes.  That  is  rather  a side  issue,  but 
I will  go  into  that  if  you  wish. 

7304.  Do  you  think  it  is  a side  issue,  that  the  col- 
lection in  each  district  should  be  centralized  and  made 
more  efficient  because  of  its  centralization?  I 
thought  that  was  your  proposal? — My  proposal  is  that 
you  could  save  a good  deal  of  money  if  the  same  per- 
son who  goes  round  collecting  rates  also  goes  round 
collecting  taxes.  There  is  a great  deal  of  waste 
labour  now  in  collecting  rates  and  taxes. 

7305.  But  as  a matter  of  fact  is  not  that  what 
actually  happens  in  many  cases? — I am  very  glad  to 
hear  that  it  is  so.  I know  of  many  cases  where  it  is 
not. 

7306.  I understood  you  to  favour  a more  centralised 
and  therefore  a more  efficient  method? — Not  neces- 
sarily a more  centralized  method.  I do  not  believe 
that  centralization  is  necessarily  the  same  thing  as 
efficiency.  In  each  district  at  present  you  have  an 
office  representing  the  Inland  Revenue;  you  have  also 
an  office  representing  the  municipal  corporation.  I 
propose  that  those  two  should  be  amalgamated. 

7307.  We  will  call  it  co-ordination  instead  of  cen- 
tralization, if  you  like;  at  all  events,  what  you  want 
is  one  man  to  do  the  work  of  two  and  to  do  it  more 
efficiently? — Not  necessarily  more  efficiently,  but 
at  a less  cost. 

7308.  Then  how  do  you  reconcile  with  that  your 
proposal  that  all  the  employers  in  the  district  should 


henceforward  be  made  collectors  of  Income  Tax? — 
ifiat  is  no  different  from  the  existing  fact  that 
bankers  are  collecting  Income  Tax. 

/3u9.  iSo  far  as  tffe  population  generally  is  con- 
cerned, that  is  to  a very  small  extent,  surely? — Quite 
appreciable.  Bankers  collect  tax  on  dividends; 
tenants  collect  tax  on  all  rents. 

7310.  But  you  propose  in  addition  to  extend  that 
with  regard  to  three-fourths  of  the  community? — Yes, 
but  may  I submit  that  that  proposition  has  nothing 
whatever  to  do  with  the  purely  administrative  ques- 
tion of  combining  the  collection  of  local  and  Imperial 
taxes  in  one  office?  That  is  why  I said  it  was  a side 
issue.  I only  raised  that  parenthetically ; it  has 
really  nothing  to  do  with  my  main  proposition. 

7311.  But  does  it  not  appear  to  you  that  if  it  is 
desirable  to  concentrate  this  collection  locally  it  would 
also  be  well  to  apply  that  to  the  whole  of  the  working 
population  so  far  as  they  are  liable  to  taxation,  in- 
stead of  putting  it  upon  their  employers  and  increas- 
ing the  number  of  unofficial  tax-collectors? — No.  The 
point  is  that  the  employer  can  collect  the  tax  at 
practically  no  cost,  simply  an  extra  column  in  his 
wages  sheet  or  an  extra  stamp,  whichever  way  you 
like  to  put  it,  in  addition  to  the  insurance  stamp. 
There  is  practically  no  cost  involved  in  that. 

7312.  There  is  this  difference,  is  there  not:  that 
with  regard  to  Health  Insurance,  up  to  a certain 
maximum  it  is  a flat  rate  for  his  Health  Insurance, 
irrespective  of  the  man’s  wages? — Yes. 

7313.  And  there  will  be  a difference  in  a very  large 
number  of  cases  in  the  amount  of  Income  Tax? — Yes, 

1 quite  see  there  is  a difference,  and  that  would  have 
to  be  adjusted. 

7314.  Seeing  that  the  law  at  present  provides  for 
assessment  to  Income  Tax  on  a yearly  income,  how 
would  you  apply  the  collection  of  the  tax  to  the 
weekly  wage  of  a man  who  might  for  five  or  six  or 
seven  weeks  in  the  year  be  unemployed  and  not 
know  until  the  end  of  the  year  what  his  liability 
would  be? — He  would  present  his  claim  for  refund, 
just  as  a person  who  has  been  taxed  on  dividends 
now  presents  his  claim. 

7315.  Then  do  you  say  that  that  contemplates  first 
of  all  a compulsory  deduction  from  the  man’s  wages 
by  his  employer? — Yes. 

’ 7316.  A claim  back  if  he  is  out  of  employments' — 
Yes. 

7317.  An  additional  and  separate  claim,  because 
that  is  one  which  may  or  may  not  arise,  for  tne 
allowance  in  respect  of  his  wife  and  children ?— -Yes, 
he  will  have,  of  course,  to  present  all  those  claims 
in  exactly  the  same  way  that  a man  does  who  gets  a 
dividend  with  the  tax  taken  off  it. 

7318.  Then,  may  I ask  on  what  grounds  do  you 
suggest  this  collection  direct  from  the  wage-earner? 
For  the  reasons  I have  given : that  the  wage-earner 
regulates  his  life  on  a weekly  basis  and  therefore  it  is 
more  convenient  to  him  to  pay  a weekly  sum  than  to 
pay  a quarterly  sum. 

7319.  Do  you  think  it  is  to  the  advantage  of  the 

wage-earning  taxpayer  that  it  should  be  collected 
in  that  way?— I think  it  is  distinctly  to  his  con- 
venience. „ , 

7320.  Notwithstanding  the  fact  that  he  finds  tiie 

utmost  difficulty  (in  a very  large  number  of  cases,  by 
far  the  great  majority  of  them)  even  to  understand, 
let  alone  to  fill  up,  the  forms  stating  his  income;  and 
you  now  propose  to  put  upon  him  three  separate  forms 
for  dealing  with  his  income,  which  will  apply  to  a very 
larcre  number?— He  will  be  in  exactly  the  same  posi- 
tion in  making  a claim  as  he  is  now  in  making  a 
return.  . 

7321.  Except  that  he  will  have  to  do  it  a good  many 

more  times? — Why?  . _ , 

7322.  For  the  reasons  I have  given.  He  makes  one 
claim  now ; he  will  have  to  make  one  statement  in 
respect  of  his  employment;  unless  you  propose,  of 
course,  that  the  employer  should  be  authorised  to 
deduct  the  tax  from  his  wages  without  any  retun 
From  the  man.  Do  you  suggest  thatP-yOf  “>™e’ 
that  is  the  whole  proposition.  The  man  has  to  make 
no  return  at  all  except  when  he  claims  a refund. 

7323.  Up  to  what  income  would  you  take  that?— 
How  do  you  mean  “ up  to  what  incoine 
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7324.  This  is  entirely  a novel  proposition,  is  it  not, 
except  in  the  case  of  Government  servants? — It  is 
done  throughout  the  civil  service.  It  is  done  in 
India.  I have  letters  from  India  saying  it  is  done 
there  by  private  employers. 

7325.  But  surely  the  conditions  of  the  civil  service, 
where  a man  or  a woman  is  a salaried  servant  receiv- 
ing a yearly  salary,  are  altogether  different  from 
those  of  the  ordinary  weekly  wage-earner  subject  to 
to  the  risks  of  unemployment?— Then  if  he  is  out  of 
employment  he  pays  no  tax. 

7326.  I quite  appreciate  that  it  may  in  the  course 
of  years  work  out  satisfactorily  to  him : that  he  may 
in  the  course  of  years  be  able  to  adjust  his  pay- 
ments and  his  proper  charges  for  the  year;  but  what 
L want  to  appreciate  is  the  complications  that  you 
are  putting  in  the  way  both  of  the  payment  of  his 
tax  and  the  repayment  of  anything  that  he  has  im- 
properly paid? — There  is  no  complication  in  his  pay- 
ment, because  that  is  deducted  from  his  wages.  The 
only  complication  arises  when  he  is  making  a claim. 

7327.  No  complication  arises  with  respect  to  his 
wage,  but  that  is  not  necessarily  the  whole  of  his 
income,  a^nd  he  has  to  make  out  a separate  return  of 
the  remainder  of  his  income? — Yes,  but  he  would  do 
that  when  making  his  claim  for  a refund.  The  In- 
land Revenue  people  would  say:  “you  claim  a re- 
fund; have  you  any  income  from  any  other  source?  ” 

'3-8.  I must  leave  it  at  that.  I do  not  think  it  is 
a practical  proposition— It  is  exactly  what  people 
do  with  their  dividends.  When  you  make  a claim 
for  a refund  on  dividends  from  which  the  back  has 
deducted  tax,  you  have  to  show  what  is  your  income 
from  other  sources,  from  wages,  for  example.  I do 
not  see  why  the  wage-earner  should  be  put  in  a 
favoured  position  as  compared  with  the  rest  of  the 
community. 

7329.  But  you  are  proposing  to  put  him  into  a 

special  position  which  is  unfavourable,  I suggest? 

I am  putting  him  in  the  same  position  as  every  land- 
lord in  the  kingdom  and  every  dividend  drawer  in  the 
kingdom. 

7330.  I do  not  think  so.  You  are  going  to  assume 
the  amount  of  the  main  source  of  his  income  for  a 
year  or  a proportion  of  his  yearly  income  at  the  end 
of_the  week?— No. 

7331.  Undoubtedly  you  are.  You  cannot  otherwise 
compute  what  he  is  liable  to  pay?— I quite  see  your 
point  now.  As  I suggested  in  my  memorandum, 
you  take  a figure  which  in  the  majority  of  cases 
would  probably  be  in  excess  of  the  amount  he  would 
have  to  pay,  so  that  he  would  get  a refund  at  the 
end  of  the  year. 

7332.  An  estimate? — Yes,  a rough  estimate. 

<"333.  Do  you  think  the  working  men  of  this 

country  will  accept  an  arrangement  of  that  sort?— I 
think  it  would  be  most  convenient  to  them. 

7334.  Do  you  think  they  will  accept  it? — I do  not 
know. 


7335.  I am  not  going  to  put  questions  to  you  to 
show  that  you  represent  nobody,  because  I know  that 
you  have  investigated  and  written  about  and 
studied  these  questions  for  many  years;  and  if  you 
have  not  been  accepted  as  an  authority,  you  have 
been  accepted  as  a man  with  considerable  knowledge. 
•Now  I ask  you,  do  you  think  it  is  a practical  pro- 
position for  the  working  people  of  this  country  to 
accept?  Yes.  I think  if  the  scheme  were  explained 
to^them  they  would  accept  it. 

7336.  One  other  thing.  You  say  that  you  are  in 
favour  of  allowances  for  wife  and  children,  instead 
of  being  a flat  rate,  being  a percentage  of  income  ?■ — 
Yes. 

7337.  So  that  a man  with  £1,000  a year  will  get 
ten  times  more  allowed  for  his  wife  than  a man  with 
£100  a year?— Yes,  I think  that  is  fair. 

7338.  Why?— Because  then  you  get  a proportion. 
Otherwise  you  get  this  difficulty:  that  the  man  with 
pOO  a year  might  pay  nothing  at  all,  because  he 
had  the  luxury  of  a wife,  and  the  man  with  £1  000 
a year  would  get  no  abatement  for  the  cost  of  the 
wife. 

7339  WouW  I be  unfair  in  assuming  that  this 
differentiation  arises  from  the  fact  that  you  do  not 
recognize  the  right  of  the  citizen  to  an  exemption 


up  to  a subsistence  level? — 1 think  that  everybody 
can  afford  a few  pence  a year.  However  poor  he 
may  be,  every  man  can  afford  to  pay  something,  and 
ougnc  to  pay  something,  to  the  State. 

1 340.  And  do  you  tmnk  that  all  this  machinery 
wlncn  is  admittedly  involved  with  regard  to  the 
wage-earner  should  oe  put  into  operation  in  order 
to  gain  those  few  pence? — I do  not  think  it  would  Le 
involved.  1 think  it  would  cost  less  than  the  present 
system  and  would  bring  in  much  more  revenue. 

7341.  Mr.  Bowerman:  In  advocating  the  imposition 
of  a universal  Income  Tax,  have  you  considered  the 
desirability  of  that  tax  covering  local  as  well  as  Im- 
pel ial  purposes  ? — Yes,  I think  it  would  be  a very  good 
thing  if  we  had,  as  the  Danes  and  the  Germans  have, 
a local  Income  Tax  as  well  as  a national  Income  Tax, 
so  that  you  could  supplement  the  local  rates  by  a local 
income  Tax. 

7342.  That  means  you  would  preserve  the  present 
system  of  local  rating?. — I think  you  cannot  get  rid  ol 
rates,  but  1 think  it  would  be  very  good  to  supplement 
rates  by  a local  Income  Tax. 

7343.  Mr.  May : I do  not  want  to  prolong  the  exami- 
nation, but  I would  like  Mr.  Cox  to  make  clear  this 
point. 

7344.  Chairman : In  this  case,  Mr.  May,  I think  you 
are  justified  in  having  a little  more  time,  if  you  wish 
to. 

7345.  Mr.  May : It  is  only  on  the  one  point  that  Mr. 
Cox  has  now  introduced,  about  the  local  contribution. 

7346.  Chairman:  Just  ask  that  question. 

7347.  Mr.  May:  I would  like  you  to  amplify  that 
point.  It  did  seem  to  me  that  there  was  the  possi- 
bility of  a practicable  scheme  of  securing  these  small 
contributions  without  unnecessary  machinery  or  exces- 
sive cost? — By  local  Income  Tax  1 mean  this : the  local 
authority  now — I think  the  technical  phrase  is,  make  a 
precept  for  a rate.  They  should,  in  addition,  make  a 
precept  for  an  Income  Tax;  they  would  make  their 
precept  on  the  Inland  Revenue  people,  saying : 

collect  Income  Tax  from  this  district  at  such  and 
such  a rate  for  our  local  purposes.”  That  is  done  in 
Berlin,  and  that  is  done  in  Copenhagen,  and  it  is  done 
in  other  places.  I have  an  actual  demand  note  issued 
in  Berlin  (I  have  not  got  it  here  to-day)  before  the 
war  for  local  Inoome  Tax  plus  national  Income  Tax 
collected  on  the  same  paper. 

7348.  That  would  be  additional  Income  Tax  for 
purely  local  purposes? — That  is  it. 

7349.  Mr.  Synnott:  One  advantage  of  an  Income 
l ax  for  local  purposes  would  be  that  you  would  get  rid 
of  the  anomaly  of  subventions  from  the  Imperial 
Exchequer  to  local  taxation  ?— Yes. 

7350.  Which  has  been  greatly  extended  ?— Yes. 

7351.  Which  confuses  the  Budget  and  confuses  the 
Revenue  Accounts?— Yes,  and  also  desWs  the 
autonomy  of  the  local  authorities. 

7352.  When  you  say  the  Collector  should  be  the  same 
person  for  Income  Tax  and  for  local  rating,  of  course 
it  would  involve  that  a Collector  should  cease  to  be  an 
Assessor ; and  it  would  be  the  Collector  of  the  Income 
lax  who  would  collect  the  local  rate,  and  not  vice 
versa?— Yes,  I agree. 

7353.  You  spoke  of  your  unrepresentative  character, 
although  I think  some  of  us  might  qualify  that  very 
much  ; but  would  you  kindly  say  what  is  the  ground  of 
your  opinion  for  a universal  contribution  to  direct 
taixarion?  -I  think  that  that  is  a general  principle 
which  the  State  ought  to  lay  down  in  order  to  bring 
home  to  every  voter  the  responsibility  for  his  vote. 

7354.  Do  you  not  think  it  would  have  an  effect  on 
the  stopping  of  the  wasteful  expenditure— if  there  is 
such  a thing— that  we  have  heard  of?— That  is  the 
salutary  effect  I hope  for. 

7355.  Your  proposition  is  an  extension  of  contribu- 
tion at  the  source? — Yes. 

7356.  But  you  admit  there  is  a great  difference 
between  contribution  at  the  source  in  the  case  of 
larger  incomes,  dividends,  and  so  on,  and  contribution 
at  the  source  in  the  case  of  smaller  incomes  ?— Many 
dividends  are  quite  small. 

7357.  And  a flat  rate  of  6s.  would  be  quite  out  of  the 
question?— Absolutely;  it  would  be  somethin^  like  3d 
or  4d.  in  the  £. 

^ave  to  be  a graduated  rate,  would  it 

not? — Quite  so. 
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7359.  A graduated  liat  rate,  extending  up  to,  say, 
£2o<J,  the  sphere  of  the  wage-earner ? — Bet  me  give  an 
example,  this  is  the  sort  of  thing  in  my  mind.  The 
employer  would  say : “ heie  is  a man  with  £1  a week; 
i deduct  2d.  from  him.’’ 

7360.  It  would  be  a statutory  rater" — Yes,  a statu- 
tory rate  of,  say,  2d.  for  a man  with  £i  a week,  3d.  for 
a man  with  £2  a week,  and  so  on.  Then  the  final 
adjustment  would  be  made  with  the  Income  Tax 
Collector  at  the  end  of  the  quarter. 

7361.  You  would  agree  that  the  class  of  persons  nho 
range,  say,  from  £1  or  30s.  a week  up  to  £250  a year, 
are  not,  as  a rule,  investors? — I agree. 

73(32.  The  adjustments  on  what  they  would  pay  in 
the  way  of  (is.  on  dividends,  would  be  comparatively 
small? — Would  you  make  your  question  a little 
clearer ; I am  not  quite  Bure  that  I follow. 

7363.  Supposing  a man  has  £2  a week,  and  he  has 
also  invested  in  some  Government  funds,  something 
from  which  6s.  is  deducted,  there  would  have  to  be  an 
adjustment  there? — Yes. 

7364.  But  that  case  would  be  an  inappreciable  frac- 
tion of  the  total? — Yes.  I suggest,  2d.  on  £1,  say, 
and  3d.  on  £2.  The  adjustment  at  the  end  of  the 
quarter  would  not  be  a big  thing. 

7365.  Illustrating  what  you  say,  on  £145,  £2  16s.  is 
what  a batchelor  pays? — About  that. 

7366.  That  would  only  be  something  about  Is.  a 
week  ? — Yes. 

7367.  Do  you  suggest  it  should  be  done  by  means 
of  stamps? — Frankly,  I do  not  want  to  dogma/tise  on 
that  point.  Some  of  the  people  I have  consulted  are 
in  favour  of  stamps,  and  others  are  in  favour  of 
simply  another  column  in  the  wages  book.  There  is 
a good  deal  to  be  said  on  both  sides. 

7368.  To  get  over  the  difficulty  suggested  by  your 
questioner  opposite,  if  the  tribunals,  where  you  are 
making  claims  for  rebates,  were  more  local  than  they 
are  now,  would  it  not  get  over  any  difficulty  there  is 
about  claiming  refunds? — I think  you  might  very 
much  improve  the  machinery  of  claiming  refunds. 

7369.  Your  theory  goes  a great  deal  further,  of 
course,  than  the  exemption  for  subsistence  theory? — 
Yes,  1 think  that  is  wrong.  I think  the  subsistence 
exemption  is  absolutely  wrong. 

7370.  Perhaps  you  will  kindly  tell  us  why? — Because 
I think  everybody  ought  to  pay  something,  and  every- 
body can  afford  to  pay  a few  pence;  most  of  the 
people  who  are  claiming  exemption  for  subsistence 
have  no  objection  to  paying  much  larger  fees  to  their 
trade  unions,  and  they  spend  considerable  sums  on 
pleasure. 

7371.  In  the  case  of  local  rating,  the  principle  of 
subsistence  is  not  recognized  at  all,  is  it? — No. 

7372.  I think  there  are  in  some  cases  exemptions 
down  to  £10,  and  the  landlord  pays  the  rates,  but  it 
is  by  voluntary  arrangement,  is  it  not?  I mean  the 
principle  is  not  recognized  at  all  in  local  rating,  is  it? 
—No.  In  connection  with  that,  might  I give  a very 
good  illustration  to  the  Commission  of  the  advantage 
of  the  weekly  deduction.  I am  connected  with  a little 
company  which  built,  more  or  less  on  philanthropic 
lines,  some  cottages,  several  years  ago,  and  we  decided 
that  it  should  be  an  essential  part  of  the  scheme  that 
the  tenants  should  pay  their  own  rates,  and  they 
agreed.  But  after  the  first  half-yearly  collection  of 
the  rates,  several  of  the  tenants  came  to  us  and  said 
it  was  very  inconvenient  paying  a lump  sum  every 
half-year.  They  said:  “we  do  not  mind  paying  the 
rates  a bit,  but  would  you  kindly  add  them  to  the 
rent,  week  by  week,  so  as  to  save  us  the  trouble  of 
saving  up  the  money?”  and  we  have  done  that  ever 
since.  We  put  it  down  in  a separate  ledger  account, 
and  the  thing  works  automatically  without  any 
trouble.  That  was  at  their  own  request;  they  pre- 
ferred to  pay  week  by  week. 

7373.  Mr.  Mackinder:  Neglecting  the  subsistence 
wage  theory,  is  it  your  view  that  if  yon  impose  a 
small  tax,  wages  would  adjust  themselves  to  that; 
tnat  is  to  say,  that  ono  of  the  elements  in  subsistence 
would  come  to  be  a small  tax?— I think  it  is  difficult 
to  prophesy  about  any  adjustments  of  wages.  In 
some  cases  the  wage-earner  might  be  in  a position 


to  demand  an  increased  wage,  which  probably  would 
more  than  cover  the  tax;  in  other  cases  he  mitth* 
not. 

7374.  The  second  point  I want  to  put  to  you  is 
this.  Do  you  object  to  indirect  taxation  because 
you  think  it  bears  too  heavily  on  the  smaller  incomes? 
— Take  the  cage  before  the  war.  An  agricultural 
labourer  with  15s.  a week  was  paying  proportion- 
ately a very  much  larger  amount  of  his  income  in 
the  taxes  on  tea  and  sugar  than  an  artisan  with 
£3  a week. 

7375.  I realize  that,  but  what  1 want  to  put  to  you 
is  this.  If  you  grant  the  assumption  for  one 
moment  that  the  practical  complications  in  apply- 
ing your  theory  would  prevent  it  being  carried  out, 
would  you  assent  to  the  view  that  you  can  get,  for 
practical  purposes,  a graduation  from  the  lowest  end 
of  the  scale  by  combining  indirect  with  direct  taxa- 
tion as  at  present,  provided  that  you  adjust  indirect 
taxation  so  that  it  forms  the  lowest  rung  in  the 
ladder,  and  that,  higher  up,  you  have  a combination 
of  indirect  and  direct  taxation? — Yes,  but  unless 
you  take  your  direct  taxation  down  very  low  indeed, 
you  do  not  get  over  that  gross  injustice  between 
members  of  the  wage-earning  class. 

7376.  Mr.  Birley : On  the  procedure  of  collecting, 
I take  it  that  your  idea  is  that  you  would  have  a 
card,  on  which  the  actual  amount  of  wages  week 
by  week  is  entered,  and  stamps  to  the  requisite 
amount  put  on  the  same  card? — I think  probably 
so,  but  I do  not  want  to  dogmatise  about  it. 

7377.  At  the  end  of  the  period,  in  the  case  of 
workpeople  w ho  had  no  investments,  that  card  would 
show  the  income  and  would  show  the  tax  paid,  and  it 
would  be  a perfectly  simple  matter  to  assess  what  the 
right  amount  should  have  been,  and  the  only  other 
information  which  practically  would  be  required  would 
be  whether  the  man  had  a wife  or  children;  and  the 
whole  thing  could  be  done  on  the  one  card  quite 
simply? — I think  so,  that  is  my  own  belief,  certainly. 

7378.  Mr.  MoLintock : You  are  opposed  to  the 
giving  of  exemptions  by  way  of  the  first  rebate? — 
Yes. 

7379.  You  are  not  opposed  to  the  granting  of  allow- 
ances that  are  given  for  wife  and  children? — No, 
but  I think  they  ought  to  be  percentage  allowances. 

7380.  I do  not  agree  with  the  percentage,  but  I 
know  that  is  your  view.  Take  the  case  of  a working 
man  with,  say,  £2  a week,  who  has  had  a flat  rate 
deduction  from  his  weekly  pay.  Is  it  your  view  that 
he  is  only  to  get  such  allowances  as  will  still  leave 
a portion  of  that  liable  to  tax? — Yes,  that  is  the 
point — that  he  should  still  pay  something. 

7381.  Then  the  allowances  will  have  to  be  re- 
adjusted as  well? — If  the  allowances  are  percentage 
allowances,  he  would  pay  something. 

7382.  Take  the  case  of  a working  man  ith  a wife 
and  two  children,  and  there  is  a fixed  a lowance  for 
the  wife  and  a fixed  allowance  for  the  two  children? 
— No ; I am  suggesting  a percentage  allowance, 
which  meets  your  point. 

7383.  I am  assuming  that  there  is  no  percentage 
allowance ; that  is  going  a very  long  step  forward ; 
you  have  another  man  with  the  same  wage,  and  he 
has  six  children  instead  of  two.  Would  you  alter 
the  allowance  then? — I simply  reply  that  a percen- 
tage allowance  meets  the  whole  situation. 

7384.  But  you  agree,  if  it  is  not  a percentage 
allowance,  a man  with  a large  family  has  either  to 
get  a proportionately  smaller  allowance  for  each  child 
above  two,  or  the  effect  will  be  that  he  will  get  total 
exemption? — I am  so  glad  to  get  your  argument, 
which  strengthens  my  position. 

7385.  Sir  J.  Harmood-Banner : You  say:  “ Follow- 
ing this  analogy,  my  proposal  is  that  employers  should 
deduct  from  the  weekly  wage  they  pay  a sum  so  fixed 
as  to  be  in  the  majority  of  cases  more  than  sufficient.” 
Would  it  not  bo  just  the  same  if  it  was  less  than 
sufficient?  On  an  extreme  case,  say,  that  at  the  end 
of  a quarter,  instead  of  the  wage-earner  asking  for 
relief  of  the  balance,  there  would  be  a small  surplus 
balance  to  collect  from  the  wage-earner? — I was  deal- 
ing with  the  psychology  of  mast  human  beings:  they 
prefer  to  have  a sum  given  back  to  them,  rather  than 
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to  have  something  extra  to  pay.  I think  you  will 
find  most  people,  in  all  classes  of  life,  are  built  that 
way.  They  like  to  get  a little  bit  of  something  back. 

7386.  This  would  be  in  order  to  avoid  the  question 
of  having  to  make  applications  for  rebate? — Yes,  but 
the  man,  I think,  would  sooner  do  that  and  get  the 
money  back  than  have  the  Income  Tax  Collector  com- 
ing to  dun  him  for  insufficient  payment. 

7387.  Is  it  not  the  fact  that  nearly  all  large  works 
which  are  paying  wages  have  some  sort  of  arrange- 
ment whereby  payments  are  made  by  the  men  on 
behalf  of  numerous  matters  which  the  men  have  agreed 
to  contribute? — That  is  so. 

7388.  That  is  to  say,  their  charitable  contributions, 
their  relief  towards  men,  and  perhaps  their  rent  or 
payment  for  coal,  which  could  not  be  deducted  under 
the  Truck  Act;  in  all  cases  there  are  some  arrange- 
ments made  in  large  works  which  would  cover  that; 
so  that  there  would  he  no  difficulty  whatever,  if  they 
gave  instructions  to  collect  this  sum,  in  the  amount 
being  collected  in  this  way? — Yes,  that  is  exactly  the 
notion  I have.  Many  large  employers  collect  two  or 
three  separate  funds  for  their  workmen,  by  deduction 
from  wages,  and  it  would  be  practically  no  additional 
trouble  to  have  to  collect  this  Income  Tax  as  well. 

7389.  Mr.  Pretyman : Do  you  not  think  that  the 
percentage  deduction  would  cause  a great  deal  of 
expensive  calculation? — I admit  it  is  a little  more 
trouble. 

7390.  Would  it  not  be  equally  simple  to  have  a fixed 
minimum,  to  leave  the  abatements  as  they  are  now 
for  wife  and  children,  say,  subject  to  a fixed  minimum 
—of  Id.  in  the  £ if  you  like? — Yes,  it  might  be;  but 
I think  it  is  sometimes  worth  while  to  incur  a little 
extra  expenditure  for  the  sake  of  extra  justice. 

7391.  Is  not  simplicity  of  great  importance  in  deal- 
ing  especially  with  a large  number  of  small  sums? — 
Yes,  you  have  to  try  to  adjust  the  economy  of 
simplicity  with  the  cost  of  justice. 

7392.  The  principle  that  you  have  been  advocating 
would  not  be  infringed  if  the  allowance  were  to  be 
kept,  but  if  there  were  to  be  some  small  minimum, 
such  as  you  advocated,  say,  Id.  or  2d.,  which  would 
always  be  paid? — I think  that  would  meet  the  prin- 
ciple, certainly 


7393.  You  spoke  of  a local  Income  Tax? — Yes. 

7394.  From  what  you  said,  I rather  gathered  that 
you  had  in  mind  certain  cases  abroad  where  this  has 
been  already  done? — Yes;  it  is  done  in  Berlin,  for 
example. 

7395.  Have  you  studied  that  subject  at  all?- — Yes; 
some  years  ago  I went  into  it  pretty  fully  in  Berlin. 

7396.  The  time  will  not  allow  of  us  going  into  de- 
tails now,  but  I should  like  to  ask  whether  you  have 
considered  at  all  how,  if  there  were  a local  Income 
Tax,  it  is  to  be  allocated  ?— That,  of  course,  is  the 
great  difficulty. 

7397.  There  are  so  many  different  sources;  take 
the  ordinary  case  of  a man  who  lives  in  one  place, 
who  has  a place  of  business  in  another,  and  whose 
income  is  derived  from  investments  all  over  the 
world? — Quite,  that  is  the  difficulty. 

7398.  Have  you  any  real  method  of  meeting  that? 
— The  suggestion  I make — I put  it  forward  tenta- 
tively— is  this.  It  is  a very  tentative  idea.  It  is 
that  the  Income  Tax  people  should  certify  the  collec- 
tive amount  for  people  residing  in  a certain  district, 
and  the  particular  taxpayer  should  have  the  option 
of  choosing  to  what  district  he  should  be  assigned. 

7399.  Then  there  is  the  man  who  has  got  a place 
of  business  in  London,  and  who  lives  in  the  country  ? 
— He  would  say:  “ I prefer  to  be  taxed  in  London,” 
or  “ I prefer  to  be  taxed  in  the  country.” 

7400.  Would  it  be  in  his  discretion  to  say : 
“ London  is  to  have  all  my  Income  Tax,”  or 
“ Surrey  is  to  have  it  all”? — I admit  that  is  one 
of  the  practical  difficulties.  I admit  that  the  ques- 
tion of  local  Income  Tax  is  extremely  difficult. 

7401.  You  know,  do  you  not,  that  we  have  already 
got  a very  serious  question  to  consider  of  Double 
Income  Tax? — Yes. 

7402.  Under  the  existing  difficulties? — Yes. 

7403.  Do  you  not  think  that  a local  Income  Tax 
would  greatly  increase  that  difficulty  in  regard  to 
Double  Income  Tax? — I quite  admit  that  there  are 
a certain  number  of  people  for  whom  the  problem 
would  be  very  difficult,  but  I think  for  the  majority 
it  would  be  fairly  simple. 

7404.  Chairman : Thank  you  for  your  evidence. 


The  Rt.  Hon.  Sib  -Archibald  Williamson,  M.P.,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

7405.  (1)  I am  a partner  in  the  firms  of  Balfour, 
Williamson  & Co.,  of  London  and  Liverpool;  William- 
son, Balfour  & Co.,  of  Valparaiso;  Balfour,  Guthrie  & 
Co.,  of  San  Francisco,  Los  Angeles,  Portland,  Tacoma, 
Seattle,  and  Vancouver;  and  have  business  connec- 
tions with  other  places  in  the  East  and  South 
America. 

7406.  (2)  My  firm  do  principally  a merchant’s  busi- 
ness, but  in  addition  thereto  are  interested  in  merchant 
banking,  and  in  the  establishment  and  management 
of  a number  of  industrial  concerns,  including  flour 
mills,  nitrate  works,  sugar  refineries,  oilfields,  cement 
works,  &c.  We  have  been  the  means  of  forming  into 
British  companies  a number  of  foreign  industrial 
concerns. 

7407.  (3)  In  connection  with  our  merchant’s  busi- 
ness, and  with  the  organisation  of  industrial  concerns 
situated  abroad,  I have  come  frequently  into  contact 
with  the  effect  of  British  Income  Tax  upon  inter- 
national business.  I propose  to  represent  the  matter 
purely  from  the  point  of  view  of  a business  man,  and 
to  show  where  in  my  judgment  our  present  laws  inter- 
fere with  the  extension  and  even  the  maintenance  of 
our  overseas  enterprise. 

7408.  (4)  Public  attention  to  Income  Tax  questions 
has  hitherto  been  chiefly  concerned  with  the  domestic 
aspect  of  the  subject.  I would  venture  to  impress 
upon  the  Commission  that  the  effect  upon  our  inter- 
national trade  is  as  worthy  of  serious  consideration. 
Our  domestic  industry  and  prosperity  are  in  the  long 
run  founded  upon  our  overseas  commerce,  and  the 
extent  to  which  we  can  establish  or  maintain  control 
or  direction  over  foreign  branches  or  industries  will 


greatly  affect  domestic  prosperity.  Merchants  have 
been  the  pioneers.  They  have  established  branches 
and  affiliations  in  foreign  countries.  Directly  or  in- 
directly through  these  branches  local  industries  have 
been  founded,  natural  riches  such  as  mines,  oilfields, 
nitrate  fields,  timber  forests,  &c.,  have  been  developed 
and  exploited,  railways,  waterworks,  harbour  works, 
and  other  enterprises  constructed.  Any  policy  which 
hinders  or  interferes  with  the  establishment  or  main- 
tenance of  branches  of  British  houses  abroad,  or  with 
the  location  of  the  direction  of  foreign  enterprises  in 
Great  Britain,  must  react  with  incalculable  effect  in 
course  of  time  upon  the  domestic  prosperity  of  all 
classes  of  the  community. 

7409.  (5)  I propose  to  make  my  evidence  as  specific 
as  possible,  and  to  confine  it  to  three  points  which  have 
chiefly  impressed  themselves  in  the  course  of  my 
experience. 

(1.)  The  effect  of  Income  Tax  law  upon  the  formation 
of  British  companies  where  the  enterprise  is 
abroad,  and  the  capital  is  largely  owned  abroad. 

7410.  (6)  Much  has  been  heard  of  the  policy  of 
“taxing  the  foreigner”  and  “making  the  foreigner 
pay,”  but  less  attention  has  been  given  to  the  ultimate 
results  of  this  policy  and  to  the  loss  which  falls  upon  all 
classes  of  the  community  through  pressing  it  unduly. 

7411.  (7)  It  is  frequently  the  case  that  in  a foreign 
country  a valuable  property  or  enterprise  only  awaits 
the  aid  of  capital  to  be  turned  into  a remunerative 
investment.  The  foreigner  is  unable  to  provide  the 
capital,  but  does  not  wish  to  sell  out.  The  opportunity 
occurs  for  the  formation  of  a British  company.  The 
public  are  invited  to  participate  in  a promising  enter- 
prise. A large  portion  of  the  shares  are  allotted  to  and 
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retained  by  the  vendor.  Perhaps  I can  best  illustrate 
by  giving  the  example  of  a nitrate  property  owned  by 
a Chilean  subject.  The  property  in  its  undeveloped 
condition  is  worth,  say,  £200,000.  A further  £200,000 
would  be  required  to  equip  it  with  works,  and  pro- 
vide working  capital.  A British  company  with  a 
capital  of  £400,000  is  formed,  of  which  the  vendor, 
wishing  to  retain  an  interest  in  his  property,  takes 
one-third  in  shares  and  perhaps  subscribes  for  a 
further  amount  in  cash.  The  board  of  directors  is 
constituted  principally  or  entirely  of  British  citizens, 
and  meets  in  London.  Orders  for  the  machinery  for 
the  new  works  are  placed  by  the  board.  Naturally, 
being  situated  in  this  country,  and  in  contact  with 
engineers  and  works  here,  the  orders  are  by  preference 
placed  here.  Once  the  works  are  established  the 
orders  for  supplies  are  likewise  placed  here.  The 
banking  is  done  with  a British  bank,  and  the  insur- 
ance is  placed  in  London.  The  recipients  of  office 
rent,  directors’  fees,  and  clerks’  salaries,  &c.,  are 
all  British.  When  the  product  of  the  works  comes  to 
be  sold  a British  broker  is  employed,  and  no  doubt 
given  a preference  in  chartering  to  a British  vessel. 
Another  British  broker  is  employed  to  sell  the  cargo, 
and  altogether  the  whole  operation  bristles  with  pay- 
ments in  one  form  or  another  to  Britishers,  the 
greater  part,  if  not  all,  of  which  would  be  lost  if  the 
Chilean  had  formed  his  concern  into  a Chilean  enter- 
prise with  the  direction  located  in  Chile. 

74112.  (8)  I need  hardly  remind  the  Commission  that 
on  such  a British  company  as  I have  described  Income 
Tax  and  Excess  Profits  Duty  are  chargeable  upon  the 
profits  of  the  undertaking,  including  the  sums  set 
aside  to  reserve  to  meet  exhaustion  of  the  grounds — 
a fund  so  necessary  in  this  class  of  enterprise.  As 
these  taxes  are  deducted  at  the  source,  the  foreign 
shareholder  bears  them  equally  with  the  shareholder 
in  this  country.  When  the  Income  Tax  was  small, 
say  in  the  neighbourhood  of  Is.,  while  there  was  some 
reluctance  on  the  part  of  the  foreigner  to  be  mulcted, 
the  advantages  of  forming  a British  company  in  many 
cases  overcame  this  reluctance.  I cannot  impress  too 
strongly  upon  the  Commission  that  the  high  rate  of 
Income  Tax  now  reached,  and  which  appears  likely  to 
continue,  has  greatly  altered  the  views  of  foreigners 
upon  this  matter.  They  are  no  longer  willing  to 
transform  their  concerns  into  British  companies  in 
which  they  are  to  be  large  shareholders,  and  thus  the 
location  of  direction  here  is  precluded  and  a very 
large  loss  sustained.  Public  notice  has  been  directed 
to  the  removal  from  this  country  of  companies  owned 
as  I have  described.  There  was  recently  the  instance 
of  the  Alianza  Nitrate  Company,  with  a capital 
valued  in  the  market  at  £1,600,000,  which  has  trans- 
ferred its  control  from  London  to  Chile,  and  it  is  only 
one  of  a number  of  concerns,  partly  foreign-owned, 
which  have  adopted  or  are  about  to  adopt  the  same 
step.  Attention  has  no  doubt  been  directed  to  these 
removals,  although  I question  whether  the  general 
public  and  the  Government  realize  the  full  extent  of 
the  loss  which  they  entail. 

7413.  (9)  But  much  more  important  both  to  the  com- 
munity and  to  the  Revenue  is  the  loss  that  is  being 
sustained  by  Great  Britain  through  the  non-estab- 
lishment in  this  country  of  companies  which  but  for 
our  policy  of  “ taxing  the  foreigner  ” would  be  estab- 
lished here.  I myself  can  give  two  instances,  and 
have  heard  of  many  more.  One  is  that  of  an  im- 
portant railway  and  nitrate  company,  with  a capital 
exceeding  one  million  sterling.  About  three-quarters 
of  the  shares  are  held  abroad.  Owing  to  the  advan- 
tages of  its  shares  becoming  better  known  and  more 
saleable,  and  the  greater  facilities  for  issuing  deben- 
tures and  making  other  financial  arrangements,  the 
company  desired  at  one  time  to  transform  itself  into 
a British  company,  with  a head  office  in  London. 
After  considering,  however,  the  charge  of  British 
taxation  which  would  fall  upon  the  Chilean  share- 
holders they  desisted  from  the  proposed  step. 

7414-.  (10)  The  second  instance  was  that  of  another 
company  also  owning  a railway  and  nitrate  works,  with 
a capital  of  £600,000.  In  this  case  the  shares  were 
mainly  owned  in  England,  and  the  objection  to  the 


formation  of  the  British  company  probably  more 
largely  arose  from  the  fact  that  reserve  funds  pro- 
vided for  the  exhaustion  of  grounds  are  taxed  as  if 
they  were  available  as  dividend,  rather  than  on 
account  of  the  deduction  of  Income  Tax  from  the  divi- 
dends themselves.  In  both  cases  the  direction 
remains  Chilean.  Orders  are  placed  in  Chile,  and  are 
given  without  preference  to  American  travellers, 
German,  British,  Belgian,  or  local  Chilean  concerns. 
In  both  these  instances  I estimate  that  the  loss  to  this 
country,  through  the  non-establishment  of  the  com- 
panies in  Great  Britain,  is  very  large. 

7415.  (11)  I venture  to  suggest  for  the  consideration 
of  the  Commission  that  in  cases  where  the  enterprises 
themselves  are  situated  abroad,  in  order  to  secure  so 
far  as  possible  that  there  should  be  no  hindrance, 
but  on  the  contrary  every  encouragement,  to  their 
being  formed  into  British  companies  with  direction 
in  Great  Britain,  and  in  order  that  this  country 
should  reap  the  benefit  of  the  advantages  accruing 
therefrom,  the  non-resident  shareholders  should  be 
entitled  to  claim  a refund  of  the  Income  Tax  and 
Excess  Profits  Duty  charged  upon  their  individual 
shareholding.  It  may  be  pointed  out  that  this  would 
not  get  rid  of  the  objection  to  the  charging  of  British 
taxes  upon  the  sums  placed  to  reserve.  I do  not, 
however,  think  that  this  item  would  greatly  inter- 
fere with  the  establishment  of  the  direction  of  such 
companies  in  this  country,  especially  if  the  Com- 
mission recommend  just  treatment  in  cases  where 
reserves  are  necessary  for  the  replacement  of  quickly 
exhausted  capital  assets,  such  as  in  the  case  of  nitrate 
and  oil  fields.  Failing  the  allowance  of  a claim  for 
complete  exemption  on  the  part  of  the  non-resident 
shareholders  from  taxation  on  their  dividends  from 
enterprises  themselves  located  abroad,  I believe  that 
a comparatively  small  but  fixed  British  tax  on  their 
dividends,  say  of  6d.  or  at  the  most  Is.  in  the  £, 
would  mitigate  the  disadvantage  which  we  are  suffer- 
ing although  naturally  it  would  not  entirely  remove 
it. 

(II.)  The  effect  of  the  attempted  taxation  of  foreign 
concerns  through  their  agencies  in  Great  Britain. 

7416.  (12)  The  second  point  with  which  I propose  to 
deal  is  the  adverse  effect  upon  trade  of  existing  pro- 
visions for  taxation  of  profits  made  by  foreign  con- 
cerns through  agents  established  here. 

Prior  to  the  introduction  of  the  Finance  (No. 
2)  Act,  1915,  the  liability  of  a foreign  concern  selling 
or  buying  commodities  in  the  United  Kingdom,  was 
limited  to  those  cases  where  the  non-resident  had  a 
“ factor,  agent,  or  receiver  having  the  receipt  of  any 
profits  and  gains,”  and  this  limitation  combined  with 
the  comparatively  low  rate  of  tax  in  pre-war  years 
made  the  question  of  liability  a matter  of  relatively 
small  importance.  In  my  opinion  the  extension  of 
the  liability  effected  by  legislation  in  recent  years 
is  a serious  interference  with  trade,  for  although  the 
liability  of  a foreign  concern  to  taxation  on  the 
profits  arising  directly  or  indirectly  through  an 
agency  established  here  is  limited  to  the  merchanting 
profit  on  the  goods  sold,  the  knowledge  that  a lia- 
bility exists  tends  to  discourage  the  giving  of  foreign 
agencies  to  British  houses  in  this  country.  It  has 
been  an  advantage  in  the  past  for  foreign  con- 
cerns to  have  an  agent  in  the  United  Kingdom  for 
the  disposal  of  their  products,  the  placing  of  indents 
for  goods  required,  and  for  purposes  of  finance  and 
insurance.  If,  however,  the  giving  or  continuance  of 
a regularly  constituted  agency  renders  the  concern 
abroad  (which  is  sometimes  foreign  and  sometimes 
British  owned)  liable  to  our  domestic  taxation,  the 
concern  overseas  naturally  will  cease  to  appoint  such 
agents  and  will  tend  to  do  its  business  in  other  ways, 
which  will  entail  loss  and  disadvantage  to  us. 

7417.  (13)  It  need  hardly  be  pointed  out  that  an 
agency  is  an  advantage  not  only  to  the  agents  them- 
selves, but  that  it  ensures  a certain  preference  to  con- 
sumers and  manufacturers  in  this  country,  as  well  as 
to  banks  and  insurance  companies.  I think  it  cannot 
be  gainsaid  that  this  country  must  lose  to  the  extent 
that  such  agencies  are  discontinued,  or  not  estab- 
lished. Any  policy  which  injures  our  position  as  the 
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most  important  exchange  and  mart  and  financial 
centre  for  international  trade  1 submit  requires 
amendment. 

7418.  (14)  It  may  further  be  pointed  out,  that  while 
the  policy  may  have  been  directed  with  some  reason  to 
the  case  of  the  foreign  meat  companies,  it  would  be 
regrettable  if  such  cases  alone  were  considered. 
Typical  examples  of  concerns  which  establish  agencies 
here  are,  mineowners,  shippers  of  grain,  cotton,  wool 
and  other  products.  There  are  also  numerous  in- 
stances of  firms  (which  may  be  composed  of  .British 
subjects  or  foreigners,  or  both)  which  have  established 
a local  merchant’s  business  in  a foreign  country 
such  as  Brazil  or  Peru  with  no  office  in  England. 
Such  a firm  has  usually  in  the  past  appointed  a firm 
in  this  country  as  its  regular  agents,  to  whom  it 
entrusts  the  consignment  of  produce  for  sale,  the  pur- 
chase of  goods,  and  other  business,  remunerating 
them  by  a commission.  Under  the  law  the  foreign 
firm  is  now  rendered  liable  to  taxation  on  the  mer- 
chant’s profit  of  its  business,  in  addition  to  paying  a 
commission  to  its  agents,  who  in  turn  pay  tax  upon 
the  commission  they  receive.  Thus  the  Government 
seeks  to  tax  the  business  twice. 

7419.  (15)  None  of  the  agencies  I have  referred  to 
involve  the  opening  of  shops,  as  was  the  case  with  the 
meat  companies.  The  conditions  ruling  in  their  case 
are  entirely  absent  in  the  case  of  the  agencies  to  which 
1 allude,  and  which  form  99  per  cent,  of  the  whole. 

7420.  (16)  Clearly  foreign  concerns  will  as  far  as  pos- 
sible seek  methods  of  avoiding  liability  for  the  tax,  and 
will  cease  to  appoint  regular  agents  in  this  country, 
the  effect  of  which  will  probably  be  that  orders  will 
be  given  for  goods  to  travellers  from  the  United  States 
and  elsewhere,  and  that  produce,  instead  of  being 
sold  through  London,  is  likely  to  be  sold  locally  or 
through  agents  established  in  some  other  country,  f 
therefore  believe  that  this  country  will  lose  much 
more  than  the  Treasury  will  gain  by  the  present 
policy. 

7421.  (17)  Before  concluding  this  part  of  my  evi- 
dence, may  I draw  attention  to  the  effect  which  our 
policy  has  and  is  likely  to  have  in  other  countries.  No 
country  in  the  world  is  so  largely  concerned  in  the 
penetration  of  foreign  countries  as  ours  is.  Our  con- 
stant endeavour  is  to  establish  ourselves  in  every 
foreign  country,  and  if  our  national  policy  is  to  be 
that  of  penalizing  agencies,  then  we  may  expect 
retaliation  which  will  hit  us  harder  than  any  other 
nation. 

(III.)  The  effect  of  Double  Income  Tax  upon  our 
overseas  business. 

7422.  (18)  As  it  has  been  reported  in  the  press  that 
“ Double  Taxation  within  the  Empire  ” has  already 
been  the  subject  of  representations,  the  general 
principle  will  be  familiar  to  the  Commission,  and  I 
propose  therefore  to  base  my  remarks  on  double 
taxation  as  affecting  our  commercial  relations  with 
foreign  countries,  and  especially  the  United  States. 
Trade  with  the  latter  is  an  important  section  of  my 
firm’s  activities,  and  is  one  on  which  by  experience 
I am  best  able  to  speak. 

The  liability  of  trading  profits  to  British  Income 
Tax  under  Schedule  “ D ” seems  to  fall  into  two 
broad  classes : — 

(i)  Persons  resident  in  the  United  Kingdom  are 

assessable  in  respect  of  profits  and  gains, 
wherever  arising,  with  certain  minor 
exceptions. 

(ii)  Persons  not  resident  in  the  United  Kingdom 

are  assessable  upon  profits  and  gains 
arising  from  property  situate  or  trade, 
&c.,  exercised  in  the  United  Kingdom,  with 
certain  exceptions. 

7423.  (19)  Consideration  of  the  history  of  British 
overseas  commerce  shows  that  merchants  having  houses 
in  this  country  and  abroad  usually  keep  the  control 
and  direction  here.  “ Control  ” and  “ Direction  ” are 
used  in  the  general  or  non-technical  sense  in  this 
instance. 

.7424.  (20)  The  material  benefits  secured  from  such  a 
system  of  control  have  naturally  been  that  the  busi- 
ness of  the  foreign  branches  with  Europe  has  been 


done  through  Great  Britain.  Goods  have  been 
bought  here  in  preference  to  other  countries.  Bank- 
ing, insurance,  and  chartering  of  ships  have  pre- 
ferentially been  done  here  also.  It  may  not  be  com- 
monly understood  how  much  such  a preference  means 
in  business,  but  a commercial  man  will  readily  appre- 
ciate its  importance. 

7425.  (21)  Even  before  the  imposition  of  Income  Tax 
at  war  rates  and  the  imposition  of  Excess  Profits  Duty, 
the  effect  of  the  stricter  enforcement  of  the  provisions 
of  the  Income  Tax  Acts,  combined  with  the  gradual 
increase  of  the  rate  of  tax,  had  been  to  cause  some 
undertakings,  mainly  carried  on  abroad,  to  transfer 
the  effective  control  of  their  business  outside  the 
United  Kingdom.  The  institution  of  Income  Tax  in 
the  United  States  has  made  the  position  intolerable, 
and  is  seriously  jeopardising  the  continuance  of  con- 
trol in  this  country  of  foreign  enterprises  where 
Double  Income  Tax  is  thereby  incurred. 

7426.  (22)  As  a result  of  present  conditions,  separa- 
tion of  foreign  houses  from  their  head  office  in  the 
United  Kingdom  is  becoming  more  common,  and 
although  the  foreign  partners  may  retain  for  a time 
their  natural  preference  for  trade  with  or  through 
Britain,  the  independence  of  the  foreign  houses  must 
eventually  tend  to  weaken  this  preference  and  to  in- 
duce them  to  deal  with  others,  thus  causing  an  ever- 
growing loss  to  British  commerce.  Moreover,  from 
separation  of  the  houses  follows  separation  of  capital, 
and  as  the  foreign  houses  usually  make  most  of  the 
money,  their  financial  position  is  strengthened,  while 
that  of  the  house  in  Great  Britain  is  correspondingly 
weakened.  It  is  hardly  necessary  to  point  out  what 
such  a loss  of  the  control  of  capital  means. 

7427.  (23)  Take  the  hypothetical  case  of  a British 
house  with  a subsidiary  house  in  the  United  States, 
some  of  the  partners  in  the  British  house  being  also 
partners  in  the  house  abroad,  and  some  of  the 
partners  abroad  not  being  partners  in  the  British 
house.  The  British  house  naturally  pays  Income  Tax 
upon  its  own  profits,  but  as  it  controls  the  house  in 
the  United  States,  it  is  also  liable  in  law  to  pay 
British  Income  Tax  upon  the  whole  of  the  profits  of 
the  American  house,  although  some  of  these  profits 
may  have  been  made  in  local  operations  within  the 
United  States,  or  in  trade  between  the  United  States 
and  a third  country,  in  which  the  British  house  took 
no  part.  The  American  house  has  to  bear  American 
taxation  upon  all  its  profits,  and  it  matters  little  if 
this  is  chargeable  upon  the  individual  partner, 
because  if  he  is  an  absentee  it  has  to  be  returned 
by  the  firm.  The  effect  upon  the  partner  in  the 
American  house  who  is  not  a partner  in  Great  Britain 
is  one  of  grievance  that  he  has  to  bear  not  only 
American  taxation  but  his  share  of  British  taxation 
upon  the  American  results.  The  effect  upon  the 
British  partner  in  both  houses  similarly  is  that  he  has 
to  pay  American  taxation  on  his  American  profits  as 
well  as  British  taxation  upon  the  residue  of  the  same 
profits,  and  possibly  Super-tax  in  addition.  In  an 
extreme  case  the  American  profits  may  be  subject  to 
the  highest  rate  of  American,  normal  tax  and  sur-tax, 
which  rises  to  77  per  cent.,  and  the  remainder  of  the 
profits  earned  then  be  liable  to  British  Income  Tax 
and  Super-tax,  which  rises  to  a maximum  of  10s.  6d. 
in  the  pound.  Thus  the  possible  profit  is  reduced  to 
a small  percentage  of  the  gross  amount,  while  any 
loss  made  would  fall  entirely  upon  the  trader.  But 
short  of  the  extreme  case,  the  double  burden  is  so  in- 
tolerable as  to  make  it  clear  that  the  establishment  of 
further  enterprises  in  the  United  States,  or  even  the 
maintenance  of  control  of  existing  enterprises  from 
this  country,  is  practically  impossible. 

7428.  (24)  It  is  important  to  notice  that  the  position 
of  an  American  business  house  with  a branch  in  the 
United  Kingdom  and  that  of  a British  business  with  a 
branch  in  the  United  States  entirely  differ,  and  that  a 
comparison  show's  clearly  the  advantages  enjoyed  by  the 
former.  The  American  concern  pays  British  Income 
Tax  on  the  profits  of  its  branch  in  this  country,  but  in 
computing  the  liability  to  American  tax  is  entitled  to 
claim  the  duty  paid  here  as  a set-off  against  the  duty 
payable  to  the  American  Revenue.  ThuB  the 
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American  pays  Income  Tax  once  only  on  his  profits. 
The  British  concern,  on  the  other  hand,  pays 
American  Income  Tax  and  sur-tax  on  the  profits  of 
its  American  branch,  but  is  only  allowed  to  treat  the 
tax  so  paid  as  a trading  expense  in  arriving  at  its 
liability  to  British  taxation. 

7429.  (25)  It  might  be  useful  to  direct  attention  not 
only  to  the  case  of  bankers,  merchants,  and  others, 
doing  international  trade,  but  also  to  the  case  of  estab- 
lishment of  industries,  and  to  point  out  the  handicap 
which  at  present  exists.  I have  under  my  notice  an 
instance  of  a British  company  which  some  years  ago 
established  cement  works  in  the  United  States.  It 
has  now  become  liable  to  both  American  and  British 
taxation,  and  this  double  burden  makes  it  impossible 
for  the  undertaking  to  compete  successfully  with  a 
similar  undertaking  registered  in  America,  whose 
property  adjoins. 

7430.  (26)  Many  other  instances  could  be  given,  but 
the  following  hypothetical  case  clearly  illustrates  what 
I have  in  mind.  A British  subject  resident  in  London 
constructs  and  owns  an  underground  railway  in  New 
York.  On  the  profits  he  would  pay,  first,  American 
normal  tax  and  sur-tax,  and,  second,  on  the  residue, 

[This  concludes  the 

7434.  Chairman:  We  do  not  want  you  to  read 
your  paper,  because  it  has  been  circulated  to  everv 
member  of  the  Commission.  Our  procedure  is  for  the 
members  to  read  the  statement  carefully,  and  then 
to  examine  on  points  that  come  up.  So,  if  you  do 
not  mind,  I think  we  can  proceed  with  the  examina- 
tion at  once. 

7435.  Mr.  Kerly : The  first  question  you  raise  is 
about  a foreign  property.  You  give  an  example  of 
a foreign  property  sold  to  an  English  company, 
partly  for  shares.  The  real  thing  to  look  at  is  the 
income  that  the  foreign  seller  is  going  to  get  for 
what  he  sells.  He  might  get  the  same  return  by  your 
giving  him  more  shares,  might  he  not? — I am  afraid 
you  would  only  unnecessarily  increase  the  capital  by 
doing  that. 

7436.  No;  increase  his  share  of  the  capital.  It  is 
no  good  doubling  the  capital  of  the  company;  you 
must  give  him  a larger  proportion  of  whatever  the 
shares  are? — If  you  give  him  a larger  proportion  of 
the  total,  I agree  you  would  increase  it. 

7437.  The  alternative  is  that  in  effect  the  Govern- 
ment should  contribute  something  towards  financing 
the  company’s  operations.  That  is  what  it  comes  to, 
is  it  not? — That  may  be  your  view  of  it. 

7438.  I am  only  testing  it.  When  you  come  down 
to  the  business  of  it,  that  is  what  it  means? — I can 
only  tell  you  these  things  from  the  practical  ex- 
perience of  business  that  has  come  before  me.  From 
the  legal  point  of  view,  I cannot  argue  points  of  law 
with  you,  or  even,  perhaps,  abstruse  points  of  econo- 
mics ; but  as  a matter  of  practice  a man  does  not 
require,  in  selling  his  property,  that  it  should  be 
formed  into  an  English  company ; he  is,  to  put  it  at 
the  lowest,  reluctant  to  take  shares  which  he  knows 
will  involve  him  in  the  payment  of  British  Income 
Tax. 

7439.  Is  that  partly  due  to  the  fact  that  the 
Income  Tax  has  been  rising  to  quite  unexpected 
heights,  so  that  in  fixing  the  sum  for  which  he  is 
willing  to  sell,  the  foreigner  has  not  been  able  to 
anticipate  such  a large  deduction  for  Income  Tax? 

- -There  is  no  doubt  that  as  Income  Tax  rises,  the 
reluctance  to  take  shares  in  the  British  company 
which  is  to  be  formed,  increases;  in  fact  it  amounts 
now  to  more  than  reluotance,  because  I think  it  must 
be  said  in  practice  that  very  few  would1  do  it. 

7440.  Now  there  is  another  proposition  it  seems  to 
me.  There  is  the  case  of  the  English  company  earn- 
ing a revenue  abroad  where  the  control  of  the  com- 
pany is  in  England;  that  raises  another  difficulty 
does  it  not? — Are  you  thinking  of  something  like  the 
Argentine  railways  ? 

7441.  Yes;  or  the  American  breweries;  there  have 
been  a great  many  instances? — Yes,  there  are  many 
such. 

7442.  We  have  heard  a good  deal  about  them  here. 
The  income  which  is  produced  abroad  may  be  taxed 
abroad  ? — Yes. 


British  Income  Tax  and  Super-tax.  An  American 
citizen  resident  in  New  York  constructs  and  owns  an 
underground  railway  in  London.  On  the  profits  he 
would  pay  British  Income  Tax,  but  would  only  be 
charged  American  tax  if  the  amount  of  this  exceeded 
the  amount  payable  in  Great  Britain. 

7431.  (27)  It  is  clear  from  this  that  while  such  an 
enterprise  would  be  possible  for  an  American  citizen,  it 
Mould  be  out  of  the  question  for  a British  subject. 

7432.  (28)  It  may,  I think,  be  assumed  that  new 
British  companies  are  unlikely,  under  present  double 
taxation  conditions,  to  be  formed  for  any  enterprise 
whatever  within  the  United  States,  and  this  will  surely 
constitute  a matter  of  national  concern  as  soon  as  we 
emerge  from  the  effect  of  war  conditions. 

7433.  (29)  I cannot  too  strongly  emphasize  that  some- 
thing should  be  done  to  save  the  position  of  British 
enterprise  in  the  United  States  and  other  countries 
where  there  is  or  will  be  an  Income  Tax,  and  I suggest 
that  the  American  policy  of  deducting  the  duty  paid 
abroad  from  the  duty  payable  here  is  a possible  way 
out  of  a very  serious  position,  and  deserves  the  care- 
ful consideration  of  the  Commission. 
evidence-in-chief. ] 

7443.  Do  you  know  that  it  is  proposed,  as  a partial 
remedy  at  any  rate,  that  where  tax  is  paid  abroad 
in  the  country  where  the  income  is  earned,  that  tax 
should  be  allowed  against  the  English  payment? — 
Yes,  where  it  is  an  Income  Tax.  Of  course,  there 
are  many  local  taxes  that  all  these  concerns  pay 
already ; it  is  not  suggested,  I think,  that  they 
should  be  set  off. 

7444.  I am  only  dealing  with  Income  Tax.  Would 
that  adequately  meet  the  case,  in  your  view? — The 
chief  example  at  the  present  moment  is  the  United 
States,  which  under  the  recently  passed  law  allows 
its  citizens  to  deduct  from  the  amount  of  tax  payable 
to  the  United  States  Revenue  the  amount  of  tax 
paid  on  any  investment  in  this  country;  therefore  it 
is  conceivable  that  a man  in  the  States  who  had 
almost  his  whole  means  on  this  side  might  be  paying 
more  here  than  the  amount  which  he  was  liable  to 
pay  to  the  United  States  Revenue,  and  the  United 
States  Government  might  receive  nothing  or  very 
little  in  such  a case  as  that.  That  is  perhaps  an 
extreme  case,  and  the  suggestion  I have  to  make  to 
the  Commission  is  that  there  should  - be  some 
reciprocity  of  treatment,  so  that  a man  paid  once  and 
once  only  at  the  higher  rate;  that  is  either  in  the 
country  in  which  he  resides  or  the  foreign  country, 
whichever  was  the  higher  of  the  two;  but  he  would 
pay  once  and  once  only. 

7445.  And  then  that  the  sum  so  collected  should 
be  divided  by  the  collecting  Government  between 
itself  and  the  country  of  the  source  of  income? — 
Well,  I have  not  said  so.  I had  not  thought  of  that, 
and  I do  not  know  whether  that  would  be  entirely 
equitable  in  every  case;  but  at  any  rate  it  is  one 
of  the  suggestions,  I suppose,  that  has  been  made. 

7446.  Very  well:  you  have  not  considered  it.  The 
alternative  is,  assuming  you  alter  the  existing  state 
of  things,  that  you  should  not  tax  a foreign  share- 
holder, by  which  I mean  a shareholder  who  is  resi- 
dent out  of  this  country?— I think  the  suggestion 
rather  is  that  he  should  be  entitled  to  recover  the 
tax  paid  by  the  concern  so  far  as  his  shares  are 
concerned. 

7447.  It  would  of  course  be  deducted  by  the  com- 
pany?— In  full. 

7448.  Otherwise  the  other  shareholders  would  pay 
it  ? — Exactly. 

7449.  And  it  should  be  repaid  to  him  in  this 
country  ? — Yes. 

7450.  That  would  of  course  be  a direct  advantage 
to  the  foreign  shareholder? — Well,  he  pays  his  own 
taxes  in  his  own  country. 

7451.  If  there  are  any  ? — Which  there  are  sure  to 
be. 

7452.  It  is  probable,  but  still,  that  is  a matter 
which  is  irrelevant  to  this  immediate  inquiry? — 
Excuse  me,  I do  not  quite  appreciate  that,  because 
I think  every  man  is  called  upon  to  pay  taxes  for 
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the  support  of  the  Government  under  which  he  lives. 
It  is  merely  a question  of  charging  him  with  some- 
thing in  another  country  where  he  does  not  live. 

7453.  I think  we  may  take  it  that  the  Government 
which  has  him  in  its  possession  will  take  care  that 
he  does  pay;  at  any  rate  it  has  the  best  chance. 
Supposing  that  suggestion  is  adopted,  is  not  that  a 
direct  inducement  to  the  British  shareholders  to 
transfer  their  shares  into  the  hands  of  foreign  resi- 
dents?— Well,  if  they  do  so  they  must  make  a false 
return  to  the  Income  Tax  authorities. 

7454.  That  is  if  they  do  not  really  transfer  them? — 
If  there  is  any  fraud  and  they  lend  themselves  to  it, 
of  course  they  are  committing  the  fraud ; but  short  of 
fraud  they  could  not  escape. 

7455.  They  will  escape  fraudulently  if  they  pretend 
to  transfer  them ; if  they  really  transfer  them  they 
escape  legally? — Well,  they  cease  to  own  them  if  they 
legally  transfer  them. 

7456.  Where  does  that  lead  to?  You  are  anxious, 
and  we  all  appreciate  the  importance  of  it,  that  the 
company  should  remain  in  this  country,  and  under 
English  control? — Yes. 

7457.  If  all  the  shareholders,  or  the  bulk  of  them, 
really  transferred  their  shares  to  foreigners,  although 
the  company  might  remain  here,  it  would  remain  here 
under  foreign  control? — In  my  opinion  even  if  99  per 
cent,  of  the  shareholders  were  foreigners  it  would  he  a 
good  thing  that  the  company  should  have  its  office 
here  and  its  control  here. 

7458.  You  also  deal  in  the  second  division  of  your 
evidence  with  the  effect  of  attempted  taxation  of 
foreign  concerns  through  their  agencies  in  Great 
Britain? — Yes. 

7459.  And  you  think  it  is  inequitable  and,  I gather, 
impolitic? — Eleven  members  of  the  House  of  Commons 
spoke  last  night  on  the  subject,  and  every  one  con- 
demned it.  The  only  one  who  defended  it  was  the 
Chancellor,  and  it  was  not  a very  strong  defence. 

7460.  In  all  probability  those  eleven  were  all  feeling 
the  burden  of  the  tax,  or  speaking  for  those  who  did  ? 
— I do  not  think  so. 

7461.  Very  well,  then,  it  was  on  general  grounds. 
Could  the  same  result  of  raising  a revenue  from  the 
foreign  seller  in  this  country  be  reached,  in  your 
opinion,  by  a tax  upon  his  turnover? — I do  not  quite 
follow  the  question. 

7462.  The  attempt  is  to  tax  a man  who  makes  a 
profit  here  by  selling  foreign-produced  goods,  is  it  not? 
— First  of  all  there  is  a difficulty  in  knowing  where  the 
profit  is  made.  I do  not  think  anyone  has  ever  been 
able  to  settle  that  question  very  satisfactorily. 
Sometimes  goods  are  sold  f.o.b.,  sometimes  c.i.f.,  and 
sometimes  delivered ; and  it  is  very  difficult  to  say 
sometimes  where  the  profit  is  made;  but  we  all  know 
that  the  1915  Act,  which  was  directed,  I believe, 
chiefly  against  the  American  meat  companies,  had  the 
effect  of  roping  in  all  regularly-established  agencies, 
and  a very  large  number  of  these  agencies  are  not  con- 
cerns that  open  shops  here  or  sell  retail  or  even  ex- 
warehouse. 

7463.  We  have  had  a good  deal  of  evidence  about  it, 
and  I think  we  appreciate  what  the  mechanism  of  the 
business  is.  -The  1915  Act  provided  that  instead  of 
taxing  the  agent  on  the  actual  profits  made  by  his 
principal  he  might  he  taxed  upon  a percentage  of  the 
turnover? — I do  not  think  that  is  in  the  Act. 

7464.  Well,  if  you  have  not  considered  this  matter 
I will  not  trouble  you  further  about  it. — I think  it 
says  that  he  may  elect  to  be  taxed  upon  an  estimated 
merchant’s  profit. 

7465.  And  that  may  be  based  upon  turnover.  The 
taxing  officials  have  that  alternative,  but  I will  not 
trouble  you  further  with  that;  perhaps  you  have  not 
considered  that  matter? — I know  there  is  an  alterna- 
tive, but  after  all  I do  not  think  that  affects  very  much 
the  argument  that  a man  who  establishes  a regular 
agency  here  may  be  taxed  upon  a profit  apart  from  the 
fax  upon  the  commission  he  pays  to  the  agency. 

7466.  Sir  J.  Harmood-Banner : You  have  seen  a 
good  deal  of  the  discussion  about  Double  Income  Tax 
within  the  Empire? — Yes, 


7467.  Is  not  your  contention  something  of  the  same 
description  as  regards  Double  Income  Tax  on  foreign 
companies? — Yes,  it  is.  I think  the  question  is  quite 
as  serious  for  this  country  in  connection  with  Double 
Income  Tax  of  neutrals  as  it  is  in  connection  with 
Double  Income  Tax  within  the  Empire — from  the 
trade  point  of  view  quite  as  important. 

7468.  Would  it  meet  a very  large  number  of  traders 
who  are  trading  in  foreign  countries  if  some  system 
such  as  the  existing  relief  from  Double  Income  Tax 
within  the  Empire  was  suggested  to  meet  their  par- 
ticular cases? — Individually? 

7469.  Yes ; that  is  to  say,  by  allowing  relief  down  to 
38.  6d.  ? — A reduction  where  they  pay  an  Income  Tax 
somewhere  else? 

7470.  Yes? — Of  course,  every  relief  is  a relief,  but  it 
is  quite  clear  that  at  the  present  moment  a great 
many  businesses  cannot  be  conducted  and  stand  the 
full  payment  of  Income  Tax  both  in  the  States  and 
here. 

7471.  Now,  as  regards  these  companies,  one  of  the 
contentions  as  regards  the  Chilean  company  is  that, 
for  instance,  there  is  no  provision  for  the  wasting 
assets  of  nitrate  fields? — I only  mentioned  that  inci- 
dentally ; I think  you  have  had  evidence  of  that. 

7472.  Yes. — Therefore  I did  not  go  into  it,  but  it  is 
quite  clear  that  there  has  to  be  a larger  sum  set  to 
reserve  on  account  of  the  wasting  asset  than  there  is 
in  many  concerns,  and  a foreigner  who  is  a share- 
holder would  naturally  object  to  the  tax  upon  that  in 
addition  to  the  profits  received  as  dividends. 

7473.  The  difference  really  between  the  foreigner 
and  the  British  trader  is  that  they  both  have  the 
wasting  assets  deducted  from  their  profits,  but  that 
if  it  was  in  Chile  there  would  be  an  allowance  for 
wasting  assets,  and  he  would  not  have  that  deduc- 
tion made;  he  would  get  his  profits  without  such 
deduction? — In  Chile  an  Income  Tax  law  is  now  being 
discussed,  and  I cannot  say  what  the  allowance  might 
be,  but  in  the  United  States  they  are  more  liberal  in 
allowing  for  wasting  assets  than  we  are  in  this 
country. 

7474.  You  have  very  great  experience.  Would  you 
mind  telling  us  the  position  of  your  different  firms 
as  regards  the  United  States  and  this  country?  Of 
course,  there  is  a difference  between  limited  com- 
panies, and  there  is  a difference  between  limited  com- 
panies and  private  trading  companies.  As  I under- 
stand your  firms  in  America  have  partners  there,  some 
of  whom  are  American  citizens  and  some  of  whom  are 
British  citizens? — Yes,  I should  think  so. 

7475.  And  the  Income  Tax  affects  them  all  in  dif- 
ferent ways? — Yes. 

7476.  So  that,  for  instance,  the  British  citizen  who 
happens  to  be  a partner  with  an  American  citizen  has 
to  pay  a great  deal  more  than  the  American  citizen 
in  respect  of  the  profits  made  in  identical  businesses? 
— Where  the  firm  is  taxed,  of  course,  if  he  is  a partner 
he  suffers  through  the  firm  being  taxed.  In  America 
it  is  an  individual  tax  largely,  of  course.  I am  not 
able  to  distinguish  exactly  how  it  affects  the  American 
partner  as  compared  with  the  English  partner  in  the 
American  firm,  and  I do  not  think  I can  give  you 
any  information  of  that  sort. 

7477.  Has  not  the  American  partner  the  right  to 
apply  to  have  the  Income  Tax  returned  to  him? — 
That  depends  upon  Part  II  of  the  recent  Act  in 
America,  which  says : “ In  the  case  of  an  alien  resi- 
dent of  the  United  States  who  is  a citizen  or  subject 
of  a foreign  country,  the  amount  may  be  deducted  of 
any  such  taxes  paid  during  the  taxable  year  in  such 
country  upon  income  derived  from  sources  therein,  if 
such  country  in  imposing  such  tax  allows  a similar 
credit  to  citizens  of  the  United  States  residing  in 
that  country.”  Therefore  our  British  subjects  who 
are  trading  in  the  United  States  are  not  allowed  to 
set  off  their  British  Income  Tax  against  what  they 
pay  in  America ; it  is  only  the  American  who  is 
allowed  to  do  it. 

7478.  Therefore  the  American  partner  there  will 
say:  “It  does  not  matter  what  the  British  Income 
Tax  is,  because  when  it  comes  to  settlement  I shall  be 
allowed  to  deduct  it,  whereas  my  British  partner 
resident  in  San  Francisco  has  to  pay,  and  he  has  no 
remedy  whatever  ”? — He  has  to  pay  both. 
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7479.  So  that  whilst  we  wish  to  encourage  American 
trade,  as  we  certainly  do,  the  way  we  are  carrying  on 
at  present  is  making  a very  great  disadvantage  to  the 
British  partner  in  an  American  firm? — The  position 
at  present  is  so  disadvantageous  that  there  is  very 
great  dissatisfaction,  and  the  question  arises  whether 
it  is  not  better  to  become  an  American  citizen  and 
cut  the  painter  altogether. 

7480.  Mr.  Pretyman : Oan  the  American  partner 
resident  in  America  deduct  the 'tax  which  he  has  paid 
as  a partner  in  the  firm,  or  only  the  tax  which  he  has 
paid  personally? — You  mean  the  British  tax? 

7481.  Yes,  you  see  whait  I mean.  The  tax  has  been 
paid  by  the  firm  as  Income  Tax  on  its  total  profits 
in  England,  and  part  of  that  is  really  the  sum  which 
will  be  deducted  from  his  individual  dividend ; which 
is  it  that  he  can  get  back? — I think  we  must  clear 
the  ground  first.  As  a matter  of  fact  none  of  my 
American  partners  are  partners  in  England,  so  it  is 
only  a hypothetical  case  I can  give  you. 

7482.  Sir  J.  Harmood-Banner:  But  you  have 

English  partners  in  your  American  firm? — Yes,  and  in 
answer  to  Captain  Pretyman  I would  say  that  the 
firm’s  profits  are  not  all  merged,  so  that  there  is  no 
one  sum  that  you  tax.  Our  firm  has  its  own  balance 
sheet,  and  is  taxed  separately,  so  that  you  cannot 
exactly  work  it  on  the  supposition  that  you  had  in 
mind. 

7483.  If  an  American  partner  took  one  fourth  of 
the  profits  paying  Income  Tax  in  this  country,  he 
would  be  entitled  to  deduct  that  one-fourth  from  the 
Inoome  Tax  he  paid  in  that  country? — He  would  be 
entitled  to  deduct  the  amount  of  the  tax. 

7484.  But  the  British  partner  who  was  stopping  in 
San  Francisco  and  was  getting  his  fourth  would  not 
be  able  to  deduct  his  share? — -That  is  so. 

7485.  So  that  really  there  are  very  grave  disadvan- 
tages in  an  Englishman  becoming  a partner  in  an 
American  firm  ? — Yes ; if  he  has  income  in  this  country 
he  pays  twice. 

7486.  Then  to  come  to  what  you  seem  to  have  a 
strong  view  upon,  in  reference  to  taxation  of  foreign 
concerns,  I dare  say  you  will  remember  all  the  dis- 
cussions in  Parliament  in  1915  in  order  to  bring  this 
foreign  business  into  general  taxation  for  the  purpose 
of  our  huge  expenditure.  Is  it  not  the  fact  that 
America,  for  instance,  does  exactly  the  same  thing 
perhaps  in  a little  different  way  as  this  1915  Act? — 
I am  afraid  that  is  quite  true,  and  it  was  prophesied 
in  the  House  of  Commons  in  1915  that  if  we  tried 
to  tax  the  foreigner  through  the  agent  the  other 
people  would  follow  suit,  and  that  we  should  suffer 
more  than  any  other  nation,  as  we  are  greater  sinners 
in  penetrating  other  countries  than  any  other  country 
in  penetrating  ours. 

7487.  That  is  to  say  if  nitrate  was  brought  from 
Chile  to  San. Francisco,  or  coffee  from  Brazil,  or  wheat 
or  sugar  from  the  Argentine,  they  would  at  once  in 
the  States  want  to  know  the  proportion  of  the  profit 
made  in  respect  of  that  produce  by  the  sale  and  trans- 
actions in  the  United  States,  and  they  would  want  to 
bring  that  into  assessment  for  Income  Tax? — The 
law  is  directed  to  that  object  in  the  United  States, 
but  at  the  present  moment  it  is  a new  law,  and  there 
have  been  very  few  decisions,  and  it  is  rather  in  a 
state  of  chaos.  The  case  of  the  coffee  shipper  who 
shipped  coffee  from  Brazil  to  New  York  is  well  known ; 
they  dropped  down  on  the  agent  and  asked  what  the 
profit  made  by  the  shipper  or  the  owner  of  the  coffee 
in  Brazil  was.  and  they  sought  to  tax  it.  They  have 
tried  the  same  thing  with  British  ships,  which  have 
discharged  their  cargoes  in  the  United  States  and  been 
paid  abroad,  and  they  have  suggested  that  that  is  a 
profit  made  w'thin  the  United  States,  and  that  they 
are  entitled  to  tax  it.  So  far  as  I know  no  British 
shipowner  has  paid  it.  T suppose  that  the  liners, 
who  have  their  regular  established  offices  will  have 
to  pay  something,  but  the  tramp  steamer  has  never 
paid  anythinc  at  all.  Tt  is  quite  clear  that  that  will 
not  he  an  effective  tax,  because  the  man  who  sells 
coffee  in  Brazil  will  take  very  good  care  that  in  future 
he  either  has  a very  stiff  invoice  that  shows  no  profit 
at  all,  or  else  he  will  sell  the  coffee  f.o.b.  and  let 
somebody  else  be  the  person  who  makes  the  so-called 


profit  in  New  York.  He  makes  his  profit  in  the  f.o.b. 
price,  so  it  will  not  in  effect  be  a tax  which  will 
bring  in  any  material  revenue  to  the  United  States. 

7488.  Chairman:  But  they  could  assess  him,  could 
they  not? — They  could  estimate  the  profit. 

7489.  Yes?— And  he  has  a right  of  appeal,  1 
suppose. 

7490.  Sir  J.  Harmood-Banner : And  the  man  who 
bought  it  f.o.b.  would  have  to  pay  on  the  profit? — The 
real  owner  of  the  coffee  is,  I presume,  the  man  who 
lives  in  Brazil,  and  he  can  hide  up  his  profit  in 
various  ways  before  the  coffee  is  shipped,  and  every 
invoice  will  show  no  profit  at  all. 

7491.  Chairman:  Supposing  he  sends  a million 

pounds’  worth  of  coffee  into  New  York,  the  assessors 
might  assess  the  profit  at  one  or  two  per  cent,  on  that 
million  pounds? — That  is  conceivable,  just  as  in  this 
country  we  passed  a law  last  year  estimating  a profit 
on  goods  sold  by  an  agent;  I do  not  know  how  it  is 
going  to  work. 

7492.  Sir  J.  Harmood-Banner:  The  effect  of  our 
1915  Act  is  very  much  the  same  as  what  has  been  done 
by  other  nations,  the  United  States  for  one,  I believe 
Australia  for  another,  and  New  Zealand  and  I think 
Brazil  and  the  Argentine,  and  a good  may  places  have 
carried  out  the  same  legislation  as  we  in  1915 ; that  is 
to  say,  trying  to  get  a fund  for  taxation  from  the 
people  who  trade  in  this  particular  country? — 'They 
are  trying  to  tax  the  foreigner  through  his  agent. 

7493.  Might  I ask  you  to  say  what  is  your  particu- 
lar objection  to  that ; because  it  is  ineffectual,  because 
it  is  unjust,  or  for  what  particular  reason? — The  first 
reason  is  purely  a selfish  one,  and  that  is  that  this 
country  is  more  interested  in  penetrating  other 
countries  than  any  other,  and  therefore  it  is  to  our 
commercial  interest  not  to  encourage  a system  of 
taxation  which  will  hurt  us  more  than  other  people. 
It  never  had  been  done  at  all  until  we  set  the 
example. 

7494.  You  have  nothing  to  say  about  the  injustice? 
— No,  I do  not  think  there  is  any  moral  wrong  in  it 
at  all,  but  I think  it  would  be  a very  serious  inter- 
ference with  the  establishment  of  regular  agencies 
in  this  country,  and  a great  deal  of  business  comes 
through  the  establishment  of  these  agencies. 

7495.  Mr.  Manville : You  refer  in  the  first  part  of 
vour  proof  to  foreign  businesses  abroad,  which  might 
have  become  English  companies,  but  have  failed  to  do 
so  because  of  the  obligations  laid  upon  them  from  a 
taxation  point  of  view? — There  are  a good  many  such. 

7496.  I suppose  you  also  agree — we  have  had  it 
from  some  of  the  witnesses — that  there  are  other  com- 
panies established  in  this  country  operating  abroad 
who  have  moved  or  contemplate  moving  their  offices 
to  the  country  in  which  they  are  operating,  in  order 
to  avoid  taxation  except  in  the  case  of  shareholders 
living  here? — Yes,  there  are  a good  many  such — some 
of  the  South  African  companies,  one  I know  in 
particular.  Also  the  Alianza  Nitrate  Company, 
which  Messrs.  Gibbs  Companv  are  interested  in.  a 
very  large  nitrate  company,  is  doing  so,  and  I under- 
stand the  Pan  de  Azucar  is  following  the  same  course, 
and  there  may  be  others.  It  depends  whether  the 
shareholders  are  largely  foreign  or  not.  In  those 
cases  they  were  largely  foreign.  Where  the  share- 
holders are  90  per  cent.  British  I dare  say  they  will 
not  move. 

7497.  In  both  those  cases  it  means,  as  you  have 
pointed  out  here,  that  a great  many  other  avenues 
of  trade  are  lost  to  this  country,  the  supply  of 
materials  of  one  sort  or  another,  and  services  of  one 
kind  or  another,  on  which  profit  would  he  made,  and 
on  which  taxes  would  be  levied : those  are  lost  to  this 
country? — They  are,  and  I think  if  it  was  possible  to 
arrive  at  any  conclusion,  a balance  sheet  putting  on 
one  side  the  revenue  we  get  and  on  the  other  the 
loss  of  trade  and  the  profit  on  that  trade,  the  loss  we 
suffer  through  driving  the  companies  away  we  should 
see  T believe  to  be  much  greater  than  any  revenue 
we  get. 

7498.  That  leads  up  exactly  to  what  I want  to  put 
to  vou  finnllv.  which  is  this:  do  you  think  that  if 
there  were  a reduced  rate  of  tax  charged  upon  a 
concern  of  that  sort,  the  total  revenue  obtained  by 
this  country  might  he  greater  owing  to  the  fact  that 
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we  might  then  get  the  tax  on  the  profit  from  the  other 
trade  which  is  connected  with  these  companies? — 
That  is  so. 

7499.  You  would  find  a happy  medium  whereby  you 
would  raise  a bigger  amount  and  not  chase  the  com- 
pany away  from  this  country? — By  a reduced  tax  do 
you  mean  to  the  foreign  shareholder? 

7500.  Yes.  Of  course,  the  resident  here  must  pay 
his  tax  in  any  case? — Yes. 

7501.  If  the  company  goes  away  it  is  on  account  of 
the  foreign  shareholders? — Yes. 

7502.  There  would  not  be  the  same  temptation  to 
remove  the  company  to  the  shores  where  it  is  ope- 
rating if  the  tax  were  lower  than  it  is  at  present,  and 
you  would  obtain  the  tax  on  all  the  other  industries 
which  would  benefit  by  the  company  remaining  here? 
— Of  course,  no  one  wants  to  suggest  impracticable 
things ; therefore  I quite  recognize  that  it  is  desirable 
that  these  people  should  pay  the  tax  if  we  can  get  it 
without  losing  the  trade ; and  if  you  had  a fixed  tax, 
shall  we  say  6d.  or  a shilling,  and  not  a fluctuating 
amount,  I do  not  think  a comparatively  small  tax 
like  that  would  drive  away  companies,  or  would  pre- 
vent the  formation  of  new  ones  here  which  are  largely 
foreign  owned ; but  when  you  come  to  taxation  at  6s. 
in  the  £,  they  simply  will  not  stand  it. 

7503.  Sixpence  or  a shilling  is  putting  it  very  low, 
is  it  not? — I do  not  know  that  it  is  putting  it  too 
low.  I know  that  when  it  was  a shilling  some  com- 
panies would  not  agree  to  be  formed  into  English 
concerns  because  of  the  tax. 

7504.  The  level  of  taxation  has  increased  all  over 
the  world? — It  has. 

7505.  So  you  might  contemplate  a higher  tax  than 
that  and  yet  retain  the  companies  here,  without  going 
anywhere  in  the  neighbourhood  of  6s.? — I think  you 
must  distinguish  between  retaining  companies  which 
are  now  here  and  the  formation  of  new  ones.  I dare 
say  what  you  say  is  quite  correct,  as  far  as  regards 
retaining  those  which  exist  here  now,  but  not  when 
you  are  considering  the  point  of  view  of  a man  who 
owns  some  possible  concern  abroad,  it  may  be  a great 
area  of  land  which  he  thinks  contains  oil.  Most 
owners  of  land,  if  they  think  it  contains  oil,  do  not 
want  to  part  with  it,  but  rather  want  to  retain  an 
interest  in  it  if  they  think  it  might  be  a very  suc- 
cessful concern.  They  are  willing  in  some  cases  to 
consent,  as  they  have  not  the  necessary  capital  to 
develop  the  land,  to  an  English  company  being 
formed  in  which  they  take  shares.  If  the  English  tax 
so  far  as  they  are  concerned  is  limited  to  6d.  or  Is., 
perhaps  they  would  agree,  but  when  it  comes  to  a tax 
of  6s.  or  even  3s.  or  4s.,  I question  whether  they 
would.  I think  they  would  then  say,  “ it  would  be 
better  for  us  to  turn  the  property  into  money  in  some 
other  way.” 

7506.  Mr.  McIAntoclc : Yon  agree  that  there  is  a 
distinction  to  be  drawn  between  a business  carried  on 
abroad  and  the  question  of  wasting  assets.  You  deal 
with  the  two  points  in  your  paragraph  8? — Yes.  T 
did  not  really  mean  to  go  into  the  subject  of  wasting 
assets  excepting  incidentally,  but  I am  quite  pre- 
pared to  answer  any  questions  you  wish  to  ask  about 
it.  • 

7507.  In  the  illustration  you  give  I take  it  your 
main  point  is  that  there  is  no  allowance  for  the  wasting 

asset,  taking  a nitrate  company,  for  instance? I 

quite  agree.  That  applies  to  the  British  shareholders 
just  as  much  as  to  the  foreign  shareholder.  The  whole 
object  of  my  evidence  under  heading  (I)  was  the  effect 
of  Income  Tax  upon  the  formation  of  companies  in 
this  country  where  the  property  is  partly  foreign 
owned ; the  question  of  wasting  assets  applies  both  to 
the  British  and  foreign  shareholder. 

7508.  I quite  a.gree.  This  company,  you  say,  the 
Alianza  Nitrate  Company,  has  a large'  body  of  foreign 
shareholders  ?— Yes,  the  majority,  I think— not  a large 
majority,  but  just  a bare  majority,  I think. 

7509.  By  the  removal  of  this  company,  or  the  trans- 
ferring of  its  control  abroad,  the  British  shareholders 
of  course  still  continue  to  pay  tax  on  the  dividends  ?— 
They  do,  but  not  upon  the  amount  set  aside  for  the 
wasting  assets. 


7510.  Until  that  country  has  legislation? — Quite  so. 

7511.  So  that  that  is  the  gain  they  make  by  the  con- 
trol being  sent  abroad;  they  really  get  an  allowance 
for  a wasting  asset? — The  British  shareholders  benefit 
by  the  company  going  abroad  in  that  respect. 

7512.  So  that  if  an  allowance  were  given  in  this 
country  for  wasting  assets,  that  would  largely  meet 
the  difficulty,  would  it  not? — It  would  meet  the  diffi- 
culty of  the  British  shareholder ; it  would  not  affect  to 
a very  great  extent  the  difficulty  of  the  foreign  share- 
holder, because  he  would  still  have  to  pay  Income  Tax. 

7513.  It  would  mitigate  it  to  a substantial  extent? 
— Yes,  it  would  mitigate  it. 

7614.  You  agree  that  a private  firm  carrying  on 
a business  in  Chile  of  the  same  type  would  have  to  pay 
a very  much  bigger  tax.  You  can  shift  the  control  of 
a company,  but  you  cannot  do  the  same  thing  when  a 
private  firm  is  carrying  on  the  business? — I think  1 
deal  with  that  in  one  part  of  my  evidence,  as  to  the 
great  disadvantage  there  is  to  this  country  in  the  con- 
trol of  private  firms  passing  away. 

7515.  It  is  your  fear  that  they  will  give  up  the  con- 
trol of  their  businesses  there? — At  the  present  moment 
it  is  a serious  difficulty  for  people  who  have  foreign 
houses  to  know  if  it  is  possible  at  all  to  retain  control 
here  without  rendering  all  their  foreign  partners 
liable  for  taxation.  If  the  houses  were  entirely 
separate  the  foreign  house  would  not  have  to  pay 
British  taxation,  but  as  long  as  there  is  control  here 
then  they  are  liable. 

7516.  I suggest  they  would  still  have  to  pay  if  the 
capital  is  owned  in  this  country? — The  residents  here 
would  pay,  certainly. 

7517.  I suppose  you  agree  that  the  result  of  legis- 
lation on  the  lines  you  indicate  would  mean  that  all 
these  British  enterprises  abroad  would  contribute 
taxation  more  largely  to  other  countries  than  their 
own? — Naturally,  as  they  get  stronger  and  bigger, 
and  as  funds  accumulate  in  the  foreign  house,  if  it 
were  separate  they  would  contribute  more  largely. 
The  effect  of  the  present  law  is,  I think,  that  the 
foreign  houses  are  built  up  both  in  control  and  in 
capital  at  the  expense  of  the  English  house,  which 
at  present  is  linked  to  it.  If  the  link  is  severed 
then  the  money  would  chiefly  accumulate  abroad,  I 
think,  and  the  control  would  be  there. 

7518.  I suppose  you  agree  that  what  you  contend 
for  may  mean  a very  large  loss  of  revenue  to  this 
country? — On  which  point? 

7519.  On  both  points,  particularly  the  exemption 
of  the  foreign  shareholders? — The  Double  Income 
Tax? 

7520.  No,  the  exemption  of  the  foreign  share- 
holders and  the  exemption  from  taxation  of  the 
foreign  company  ? — Well,  I ain  not  quite  sure.  I 
rather  think  on  the  other  hand  that  the  exemption 
of  the  foreign  shareholder  from  taxes  would  cause  a 
very  large  number  of  concerns  to  be  established  here, 
and  that  we  should  derive  a great  deal  of  benefit  from 
that.  After  all,  what  we  want  is  that  control  should 
be  in  London,  where  we  can  get  the  benefit  of  all  the 
banking,  insurance  and  other  side  profits  which  arise 
from  the  company  being  controlled  here.  I think  if 
you  take  that,  as  I said  before,  and  weigh  it  up 
against  the  question  of  the  loss  to  the  Revenue,  the 
benefit  we  receive  would  be  greater  than  the  loss. 
That  is  my  distinct  opinion,  and  I have  seen  a good 
many  cases. 

7521.  The  profit  on  all  the  trimmings  would  be 
lost  by  the  transfer  of  control? — They  are  there  no 
more;  there  is  no  passing  of  orders  with  the  British 
manufacturer;  there  is  no  chartering  of  the  British 
ship ; there  is  no  insurance  with  the  British  insurance 
company;  there  is  no  banking  with  the  British 
banker;  there  is  no  payment  of  the  clerks  and  the 
directors  and  the  rent,  and  the  many  things  that 
come  from  it. 

7522.  Your  view  is  that  the  loss  of  these  would  be 
much  more  serious  than  the  initial  loss  on  the 
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profits? — I rather  put  it  that  at  present  you  are  not 
gaining  them. 

7523.  Take  the  case  of  the  Chilean  nitrate  com- 
pany; its  capital  is  provided  in  this  country;  it  is 
managed  in  this  country,  and  its  produce  is  sold 
here,  and  in  Europe  and  elsewhere? — Do  you  speak 
of  the  company  that  has  been  removed  ? 

7524.  No;  I speak  of  the  Chilean  nitrate  company 
generally  ? — I am  not  suggesting  that  a nitrate  com- 
pany established  in  England  with  its  capital  raised 
here  and  owned  here  should  hot  pay  its  full  tax.  I 
am  only  suggesting  that  the  foreign  shareholder  in 
that  company  should  have  a rebate  to  the  extent  of 
the  tax,  or  at  any  rate  most  of  it. 

7525.  Should  not  that  foreign  shareholder  con- 
tribute something  to  our  revenue  for  all  the  services 
rendered  on  this  side? — If  we  get  the  establishment 
of  that  company  here  I think  we  are  gaining  a great 
deal.  I think  we  can  still  afford  to  let  him  off  his 
Income  Tax. 

7526.  You  do  not  agree  that  he  ought  to  pay  a 
little  more  than  your  suggested  sum  of  6d.  or  Is.  ? — 
I think  it  would  stop  the  establishment  of  a company 
where  the  shareholding  was  largely  abroad,  if  it  was 
more. 

7527.  In  these  days  of  such  high  taxation  all  over 
the  world? — I quite  admit  that  if  there  are  only  a 
few  foreign  shareholders  to  a small  extent,  and  the 
dividend  is  high  and  so  forth,  they  should  submit; 
but  where  a man  owns  a very  large  stake  in  the  com- 
pany, which  very  often  happens,  and  he  wants  to 
take  a half  interest  and  retain  a half  interest  in  the 
concern  because  he  believes  in  it,  he  does  not  want 
to  establish  that  concern  here  if  he  has  to  pay  all 
this  tax. 

7528.  Is  there  any  other  country  in  the  world 
where  he  can  raise  capital  which  has  not  similar 
taxation  to  raise? — Yes.  About  one-third  of  all  the 
nitrate  companies  are  Chilean,  and  you  can  raise 
capital  there  for  the  purpose,  and  if  it  is  a concern 
in  the  Argentine  there  is  a great  deal  of  capital  in 
the  Argentine  now.  You  can  raise  capital  there  for 
a good  concern,  and  there  may  be  other  places  where 
he  can  go. 

7529.  Mr.  Birley : On  the  question  of  taxation  of 
the  foreign  concern,  would  you  agree  that  Income 
Tax  should  be  charged  on  all  profits  made  in  this 
country? — I think  so. 

7530.  Would  you  agree  that  a foreign  manufacturer 
who  sends  his  goods  to  this  country  makes  at  least 
part  of  his  profit  on  the  sale  in  this  country? — 
That  leads  us  back  to  the  question  of  where  the 
profit  is  made;  I am  afraid  that  is  a technicality. 

7531.  That  is  why  I said  “ at  least  a part  of  his 
profit  ”? — I do  not  know  where  it  is  made;  I cannot 
say. 

7532.  It  makes  no  difference  to  that  principle  how 
he  markets  his  goods.  May  I put  it  to  you  in  this 
way.  If  a manufacturer  is  valuing  stock,  which  is 
not  sold,  will  he  not  take  it  at  cost  price,  and  only 
take  his  profit  when  he  sells  it? — I am  not  quite  sure 
whether  even  that  is  so.  Take  the  nitrate  companies 
for  example.  Some  of  them  value  their  nitrate 
which  is  unsold  at  the  end  of  the  year  at  cost,  and 
some  of  them  at  market  price. 

7533.  Which  is  the  sound  business  practice? — I 
prefer  cost,  but  it  is  sometimes  more  than  the  market 
price ; it  is  not  always  below  market  price. 

7534.  You  see  what  I am  leading  up  to.  You  agree 
it  makes  no  difference  how  the  market  stands.  At 
present  the  grievance  is  that  the  foreign  manu- 
facturer is  taxed  differently  according  to  the  method 
he  employs  to  market  those  goods.  If  he  has  his 
accredited  agent  he  is  charged,  but  not  if  he  sells 
through  a broker? — He  can  make  a telegraphic  sale 
through  an  irregular  agent,  or  a casual  agent, 
without  being  taxed. 

7535.  Would  it  not  do  away  with  all  the  grievances 
if  there  was  the  same  taxation  whether  he  sold 
through  an  accredited  agent,  through  a broker  direct 


to  merchants,  or  through  his  own  branch  house  in 
this  country,  simply  on  either  an  ascertained  profit 
or  an  assumed  profit  on  the  goods  that  he  has  sent 
into  this  country? — I do  not  think  that  would  work, 
because  in  such  a case  as  that  many  men  would  simply 
sell  f.o.b. 

7536.  But  the  goods  would  come  into  this  country? 
— Yes ; they  might  or  might  not.  At  any  rate  all  the 
contingent  benefits  of  the  establishment  of  the  regular 
agency  would  be  lost  to  this  country,  and  it  must 
not  be  forgotten — I have  had  many  experiences  of 
this — that  a man  abroad  who  has  something  to  sell, 
if  he  has  a regular  agent  here,  is  accustomed  to  get 
his  information  from  him  by  cable  and  so  forth, 
and  it  is  convenient  to  do  all  his  business  through 
him,  and  the  goods  are  entrusted  to  him  to  sell. 
That  regular  agent  then  follows  on,  and  he  insures 
the  goods  and  he  makes  the  arrangements  for  finance, 
on  whom  the  bills  are  to  be  drawn  and  so  forth.  If 
it  comes  to  chartering  he  is  also  employed  to  charter 
the  ship.  If  there  is  something  wanted  for  the  works 
he  is  again  appealed  to  to  look  round  and  get  what 
is  necessary,  and  send  it  out;  so  that  a great  deal 
flows  from  the  accredited  agent.  If  a man  has  no 
accredited  agent  he  may  sell  his  nitrate  f.o.b.  to 
somebody,  or  by  cable  to  a broker,  but  when  it  comes 
to  doing  the  insurance  and  doing  the  chartering  he 
does  it  with  anybody  that  suits  him  out  there,  and 
the  goods  he  wants  are  very  often  ordered  from 
drummers.  We  have  lots  of  experience  of  very  clever- 
talking  drummers,  many  of  them  Americans,  who 
come  out  to  these  foreign  countries  and  talk  people 
into  giving  orders.  We  have  seen  it  over  and  over 
again,  whereas  if  the  man  had  an  accredited  agent 
here  he  would  give  his  orders  through  his  agent, 
and  we  have  lost  orders  to  this  country  through  the 
fact  that  he  had  not  an  accredited  agent  here. 

7537.  The  accredited  agent  is  a great  convenience 
for  the  foreigner? — Yes,  I think  he  is. 

7538.  And  the  only  objection  to  him  is  that  the 
foreigner  may  be  taxed  more  through  that  agent 
than  if  he  did  his  business  by  some  other  method? — 
Up  till  now  he  has  never  been  taxed  through  him  at 
all.  It  is  only  coming  home  to  people  since  these 
letters  have  been  issued,  which  I propose  to  read  to 
the  Commission.  I have  one  that  has  been  addressed 
to  a company ; I do  not  know  whether  you  would 
like  me  to  read  it  to  you  now.  It  is  from  City  8, 
140,  Finsbury  Pavement  House,  E.C.  2,  and  dated 
May,  1919,  from  the  Inland  Revenue,  Surveyor  of 
Taxes,  and  it  is  addressed  to  a blank  company,  and 
it  runs  as  follows : — “ It  would  appear  that  by  virtue 
of  the  articles  of  association  you  hold  the  position 
of  London  agents  for  this  company  for  the  purpose 
of  the  sale  of  tea  in  London,  etc.  It  would,  there- 
fore, appear  that  the  profits  derived  in  this  country 
from  such  sales  are  assessable  in  your  name.  I shall 
be  glad,  therefore,  if  you  will  let  me  have  the  par- 
ticulars of  the  amounts  of  the  sales  effected  by  you 
from  the  18th  January,  1918,  to  the  5th  April,  1918, 
and  from  that  date  to  the  5th  April,  1919,  or  for  any 
other  period  for  which  particulars  are  ascertainable 
by  you,  and  also  particulars  as  to  the  cost  of  pro- 
duction, etc.,  of  this  tea.  in  connection  with  which  I 
shall  be  glad  to  have  the  accounts  of  the  company 
itself.  If  you  desire  to  take  advantage  of  Section  25 
of  the  Finance  Act,  1918,  by  which  ‘ where  a non- 
resident person  is  chargeable  to  Income  Tax  in  the 
name  of  any  branch,  manager,  agent,  factor,  or 
receiver,  in  respect  of  any  profits  or  gains  arising 
from  the  sale  of  goods  or  produce  manufactured  or 
produced  out  of  the  United  Kingdom  by  the  non- 
resident person,  the  person  in  whose  name  the  non- 
resident person  is  so  chargeable  may,  if  he  thinks 
fit,  apply  ...  to  have  the  assessment  to  Income  Tax  in 
respect  of  those  profits  made  or  amended  on  the  basis 
of  the  profits  which  might  reasonably  be  expected  to 
have  been  earned  by  a merchant  . . . who  had  bought 
from  the  manufacturer  or  producer  direct,’  I shall 
be  glad  if  you  will  supply  me  with  such  other  infor- 
mation as  would  enable  me  to  give  effect  to  these 
provisions.” 

7539.  Chairman : That  is  a very  clever  letter. — A 
very  clever  letter.  That  kind  of  letter  is  sent  out  to 
the  foreigner  who  has  appointed  a regular  agent  in 
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this  country,  and  he  is  staggered  by  it.  It  has  only 
just  come  out.  The  law  I admit  is  two  years  old, 
but  it  has  not  been  enforced  until  recently.  That 
goes  to  the  foreign  trader,  and  what  is  the  effect 
upon  his  mind?  I ask  you  if  he  will  go  on  having  a 
regular  agency  here  in  future? 

7540.  Mr.  Birley : Why  not? 

7541.  Mr.  Pretyman : What  difference  would  it 
make  to  him  if  he  did  not? 

7542.  Mr.  Birley : Suppose  all  goods  were  assumed' 
to  make  a profit  by  whatever  method  they  were  sold 
when  they  came  into  this  country;  if  they  were 
deemed  to  include  a profit  would  it  not  put  every- 
body on  an  equality,  and  every  foreign  manufacturer 
or  every  foreigner  who  exported  to  this  country 
would  know  what  he  had  to  pay  on  his  turnover ; he 
could  still  then  employ  his  accredited  agent,  and  get 
all  the  advantage  of  that  man’s  experience  and 
knowledge  of  the  local  market? — -I  do  not  quite 
follow  all  that,  but  what  I say-  would  happen  in 
practice  is  this.  He  would  sell  his  goods  f.o.b.  to  a 
merchant,  if  you  like  to  a British  merchant  in 
London  with  a house  abroad,  and  that  British  mer- 
chant might  be  liable  to  tax,  and  pay  it;  but  the 
foreigner’  will  not  appoint  a regular  agent  in  this 
oountry  under  those  conditions.  He  may  appoint 
him  in  Amsterdam,  where  the  same  conditions  do  not 
exist. 

7543.  Mr.  Marks : Does  Mr.  Birley  mean  that  the 
foreign  exporter  would  so  adjust  his  prices  as  to 
cover  the  additional  cost  which  you  anticipate  in  this 
country? 

7544.  Mr.  Birley : Presumably  he  would,  but  it 
would  no  doubt  come  out  of  the  consumer  in  the  end. 
My  point  really  is  this  is  not  a profit  (whether  to  the 
foreign  manufacturer,  or  whoever  it  is)  made  in  this 
country  when  the  goods  are  sold,  and  if  so  should 
not  that  profit  be  taxed? — I think  the  profit  is 
usually  made  in  the  foreign  country.  As  a matter 
of  fact  it  is  a very  debatable  point.  Take  nitrate  of 
soda,  which  I happen  to  know  something  about.  You 
may  say  the  profit  is  made  on  the  sale  of  the  nitrate 
here.  I contend,  on  the  contrary,  that  it  is  made  in 
Chile,  because  we  know  that  for  nitrate  that  costs 
say  9s.  6d.  the  market  price  is  10s.  f.o.b.  We  get 
10s.  for  it  for  shipment  to  America  as  well  as  to  this 
oountry. 

7545.  But  you  sell  it  here  because  it  is  worth  your 
while  to  sell  it  here? — I can  sell  it  here  or  in 
America;  the  price  is  practically  the  same. 

7546.  If  you  sell  it  in  America  they  make  you  pay 
under  their  new  law  on  an  assumed  profit? — Well, 
take  Italy. 

7547.  Why  should  they  not  do  the  same  here ; they 
assume  the  profit  is  made  in  America? — They  have 
collected  no  tax  from  the  manufacturer  of  nitrate 
so  far. 

7548.  Well,  on  manufactured  goods? — The  law  in 
America,  as  you  probably  know,  is  quite  recent,  and 
so  far  it  has  not  been  collected,  and  there  will  be  no 
tax  collected  in  my  judgment. 

7549.  You  refer  to  retaliation,  but  do  not  nearly 
all  foreign  countries  already  tax  us,  not  in  the  same 
way,  but  through  tariffs?— Most  foreign  countries 
have  an  import  duty  on  goods,  but  they  do  not  so  far 
tax  agents  of  foreign  concerns  situated  in  their 
country.  If  you  come  to  think  of  the  innumerable 
British  agencies  there  are  in  every  foreign  country, 
thousands  and  thousands  of  them  in  the  Argentine, 
and  countries  of  that  sort,  if  they  are  going  to  oopy 
us  and  tax  the  agent,  it  is  going  to  be  a very  serious 
matter. 

7550.  Ought  we  not  also  to  consider  the  effect  on  the 
British  producer  if  the  same  class  of  goods  which  he 
makes  is  sold  here  by  the  foreigner  without  paying 
Income  Tax? — I am  rather  one  of  those  who  think  the 
cheaper  the  goods  the  better  for  the  people  who  con- 
sume them,  but  in  any  case  you  must  remember  this, 
if  you  are  inclined  to  wish  protection,  that  you  have 
a high  protection  by  the  freight. 

7551.  Mr.  Mackinder:  Your  broad  point,  I take  it,  is 
that  we  as  a nation  stand  to  gain  far  more  by  gene- 
rous treatment  of  the  foreigner  than  by  attempting 


to  get  the  last  penny  in  taxation  out  of  him?  I 
think  we  shall  make  money  by  letting  him  off. 

7552.  I notice  yoti  drew  a distinction  between  the 
retention  of  control  in  the  case  of  old  companies, 
and  the  formation  of  new  companies? — Yes. 

7553.  Your  business  is  chiefly  in  the  new  world, 
but  I am  going  to  put  to  you  a question  for  our 
information,  because  you  must  have  had  a very  large 
outlook  on  these  things.  Do  you  think  that  this 
method  (which  you  describe  in  your  evidence)  of  form- 
ing a company  where  the  enterprise  is  abroad,  based 
on  the  capital  already  in  that  enterprise,  English 
capital  being  added  to  it,  and  control  being  brought 
here,  is  likely  to  be  very  largely  open  to  us  in  the  big 
areas  of  the  old  world  which  have  been  involved  in  the 
war,  say  Roumania  and  Russia,  and  so  forth,  and 
that  we  shall  not  there  be  in  competition  with 
America  seeking  to  do  exactly  the  6ame  thing?  I 
am  putting  it  to  you  from  the  point  of  view  of  the 
scale  on  which  you  contemplate  the  formation  of  new 
companies  in  this  way,  and  asking  if  you  think  that 
method  is  not  a method  which  is  likely  to  become  very 
prevalent,  since  we  shall  have  to  export  capital  to  a 
very  large  extent  to  these  countries  in  connection  with 
reconstruction  in  the  old  world? — I do  not  know  that 
I am  competent  to  express  an  opinion  about  the 
amounts,  but  I think  it  must  be  obvious  to  all  of  us — 
it  is  certainly  obvious  to  me,  who  have  travelled  a 
good  deal  in  South  American  countries — that  we  are 
only  yet  on  the  threshold  of  the  development  that 
is  possible.  There  are  enormously  valuable  properties 
and  enterprises  capable  of  development.  It  would  be, 
I think,  a very  good  thing  if  we  could  get  by  some 
generous  treatment  the  location  of  the  direction  of 
those  concerns  in  London  for  the  sake  of  all  the  con- 
tingent advantages  we  would  get.  We  want  to  be 
the  mart  of  the  world.  We  want  to  have  here  the 
control  of  the  capital,  and  insurance,  and  the  other 
things.  I think,  therefore,  that  we  should  hold  out 
every  inducement,  and  it  would  really  be  profitable 
to  us — never  mind  what  the  other  countries  do — to 
say:  “ we  will  not  tax  the  foreigner  who  comes  and 
establishes  his  business  here  so  far  as  his  individual 
interest  is  concerned.” 

7554.  You  would  say  even  if  we  were  to  get  a little 
revenue  out  of  a shilling  tax,  and  so  on,  it  was  rather 
an  unwise  policy? — Yes. 

7555.  The  less  obstacle  you  put  in  the  way  the 
better  ? — Yes. 

7556.  With  regard  to  bearer  shares  and  coupons  in 
foreign  companies,  I happen  to  have  been  involved  in 
an  investigation  for  the  Board  of  Trade  a short  time 
ago,  and  I had  before  me  the  case  of  the  Spanish 
mining  companies,  and  I found  that  a very  large  pro- 
portion of  the  capital  was  held  abroad,  but  held  on 
bearer  shares,  and  the  coupons  were  cashed,  no  one 
quite  knew  where,  except  that  they  came  very  often 
through  foreign  bankers.  I take  it  that  in  that  case 
you  would  be  compelled  to  apply  the  full  British 
taxation  ? — Yes. 

7557.  You  do  not  see  any  method  of  dealing  with 
that? — No,  I do  not.  I think  the  full  British  taxation 
would  have  to  be  charged  in  the  first  instance,  and  the 
man  would  have  to  establish  his  right  to  the  rebate. 

7558.  In  other  words,  the  effect  would  be  to  drive 
foreigners  to  abandon  that  system  of  the  bearer  share, 
and  the  coupon? — I think  a man  must  establish  his 
right  to  get  the  return,  otherwise  it  cannot  be  made. 

7559.  Mr.  Synnott : Do  you  consider  the  Income 
Tax  is  a charge  on  industry? — I suppose  it  is. 

7560.  Is  it  one  of  the  elements  that  enter  into  it? 
The  only  reason  I ask  you  is  that  we  had  a witness 
say  it  does  not  enter  into  this  question.  This  is  what 
his  pamphlet  says : “ The  Income  Tax  has  no  crippling 
or  injurious  effect  on  industry”? — I do  not  agree 
with  him.  Of  course,  if  everybody  in  the  whole  world 
paid  the  same  Income  lax  it  would  be  a different 
matter. 

7561.  The  case  you  put  before  us  is  that,  not  the 
company,  but  the  foreign  holders  of  shares  in  a com- 
pany which  is  sending  its  products  here,  should  be 
either  free  from  tax,  or  pay  a reduced  tax.  Does  not 
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the  extra  burden  remain  on  the  British  producer  of 
the  same  article?  Is  not  the  foreign  producer  re- 
lieved by  the  amount  of  the  tax  if  the  tax  is  a charge 
on  industry? — That  enters  into  a very  debatable 
point,  as  to  whether  there  is  an  advantage  or  not 
in  having  things  cheaper. 

7562.  I know,  but  other  things  being  equal? — I 
think  myself  that  people  in  most  countries  have  their 
own  taxes  to  bear,  and  the  general  tendency  is  for 
those  taxes  to  get  heavier.  If  you  take  the  American 
case,  the  American  tax  runs  now  up  as  high  as  77 
per  cent,  in  an  extreme  case.  I think  he  is  bearing 
his  share  of  the  taxation  if  he  is  paying  American 
tax,  and  we  are  bearing  our  share  of  tax  if  we  pay 
our  own  tax,  and  I do  not  want  to  pay  both,  and  I 
do  not  think  America  does- 

7563.  Your  remedy  is  the  American  policy  of  deduct- 
ing the  duty  payable  abroad  from  the  duty  payable 
here? — Yes. 

7564.  In  paragraph  24  you  say:  “The  American 
conoern  pays  British  Income  Tax  on  the  profits  of  its 
branch  in  this  country,  but  in  computing  the  liability 
to  American  tax  is  entitled  to  claim  the  duty  paid 
here  as  a set  off  ” ? — Yes,  I believe  that  is  correct. 

7565.  The  same  tax  is  paid,  is  it  not?  There  is  a 
tax  paid  on  such  a transaction  either  here  or  in 
America? — I agree. 

7566.  Will  not  the  problem  be  how  to  divide  it? — 
I think  there  is  a great  deal  of  room  for  negotiation 
about  the  division,  but  I have  not,  of  course,  gone 
into  that. 

7567.  Is  not  this  tremendously  difficult?  If  you  say 
it  is  almost  impossible,  or  difficult,  to  say  where  the 
profit  is  earned,  are  not  we  entering  upon  an  enor- 
mously difficult  question.  You  say  the  profit  is 
earned  in  the  country  of  origin,  and  the  gentlemen 
who  are  asking  the  question  suggest  it  is  earned  where 
the  price  is  paid;  who  is  to  decide  that  question? — 
The  suggestion  here  is  that  there  should  be  the  same 
treatment  as  the  Americans  give  to  their  citizens. 

7568.  I want  to  get  at  it.  If  they  adopt  a certain 
principle  of  saying  where  the  profit  is  to  be  regarded 
as  earned  we  should  adopt  the  same  principle? — It  is 
really  going  into  that,  and  I personally  do  not  know 
whether  it  is  advantageous  that  the  two  Governments 
should  meet  and  discuss  the  division  of  the  tax,  or 
whether  it  is  advantageous  to  let  the  citizen  of  each 
pay  the  higher  tax  of  the  two,  whichever  it  is,  and  let 
the  question  rest  there. 

7569.  I quite  agree,  but  do  you  not  see  what  I mean 
is  this,  that  before  we  get  to  that  the  two  Govern- 
ments must  agree  on  a principle  as  to  the  place  where 
profit  is  to  be  treated  as  earned.  They  must  look  at 
the  thing  from  the  same  point  of  view? — I think  their 
duty  is  to  tax  the  people  who  live  within  their 
borders 

7570.  Mr.  Marks  : Do  I understand  that  your  para- 
graph 29  contains  the  proposal  which  you  make  as  a 
complete  remedy  for  the  difficulty  which  you  feel?— 
I think  it  is  a practical  suggestion  which  would  be 
worthy  of  consideration,  but  there  is  the  other  point 
that  oould  be  taken,  that  between  the  Governments 
there  might  be  an  adjustment.  I did  not  enter  upon 
that  at  all.  It  is  quite  possible  that  the  Governments 
might  make  some  treaty  between  the  two  countries 
for  the  treatment  of  the  Income  Tax  question 
altogether,  and  pool  it,  and  divide  it  in  some  way,  but 
I made  this  practical  suggestion  because  it  is  what  is 
now  done  in  America. 

7571.  And  unless  the  international  dealings  between 
the  countries  were  more  or  less  equal  that  difficulty, 
you  feel,  would  arise? — Yes. 

7572.  Mr.  Graham : In  paragraph  24  of  your  proof 
you  say:  “The  American  concern  pays  British  In- 
come Tax  on  the  profits  of  its  branch  in  this  country, 
but  in  computing  the  liability  to  American  tax  is 
entitled  to  claim  the  duty  paid  here  as  a set-off  against 
the  duty  payable  to  the  American  Revenue.  Thus  the 
American  pays  Income  Tax  once  only  on  his  profits. 
The  British  concern,  on  the  other  hand,  pays  American 
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Income  Tax  and  sur-tax  on  the  profits  of  its  American 
branch,  but  is  only  allowed  to  treat  the  tax  so  paid 
as  a trading  expense  in  arriving  at  its  liability  to 
British  taxation.”  My  point  about  that  is,  does  that 
amount  in  practice  to  any  equality  between  the  two 
sets  of  conditions?  I do  not  know  trade,  of  course, 
but  I ask  that  question,  does  it  amount  to  that  in  prac- 
tice?— The  treatment  is  very,  very  different.  If  you 
are  only  allowed  to  set-off  the  tax  you  pay  as  a trading 
expense  it  is  like  taking  the  salaries  of  your  clerks. 
It  only  amounts  to  a relatively  small  reduction  of  the 
amount  on  which  the  tax  is  levied.  The  American 
plan  is  to  deduct  the  tax  from  the  amount  to  be  paid, 
and  not  from  the  assessment. 

7573.  So  that,  of  course,  something  very  much  more 
than  that  is  really  required  to  put  the  countries  on 
an  equal  footing? — Yes. 

7574.  I have  read  this  hastily,  but  can  you  tell  us 
how  many  countries,  roughly,  of  the  large  trading 
countries  are  in  the  position  of  levying  this  Double 
Income  Tax,  and  how  many  are  on  what  you  might 
call  the  American  basis? — No,  I am  afraid  I cannot. 
The  levying  of  Income  Tax  is  growing  rapidly  all  over 
the  world.  There  is  hardly  a South  American 
Republic  to-day  that  is  not  considering  the  levying  of 
Income  Tax,  and  the  question,  therefore,  is  one  which 
I would  urge  upon  this  Commission  as  requiring  very 
grave  consideration,  not  only  because  of  the  present 
condition  of  things,  but  because  of  the  condition  of 
things  which  is  going  to  arise.  This  Income  Tax 
question  is  before  the  minds  of  men  in  every  country 
where  they  need  revenue,  and  they  all  need  revenue. 

7575.  The  bulk  of  your  argument,  as  I understand 
it,  is  from  the  point  of  view  of  the  penetration  of 
these  countries,  to  use  that  word? — Yes. 

7576.  Does  not  that  point  to  international  agree- 
ment of  some  kind,  or  international  arrangements, 
rather  than  a step  by  this  country,  which  might  lead 
to  steps  by  other  countries  as  a result,  by  which 
we  should  be  no  nearer  a solution  of  this  than  we  are 
to-day? — I think  that  if  we  were  to  deal  with  it  in 
this  way,  and  have  reciprocity,  that  is  to  say  give 
advantages  to  the  citizens  resident  here  if  the  advan- 
tages are  given  to  our  citizens  resident  in  their 
country,  you  would  then  arrive  at  some  sort  of  fair- 
ness. I think  I have  already  mentioned  to  the  Com- 
mission that  a beginning  of  reciprocity  has  already 
taken  place  in  the  United  States.  They  give  certain 
advantages  to  a British  citizen  who  is  resident  in  the 
States,  if  Great  Britain  gives  similar  advantages  to 
their  citizens.  As  a matter  of  fact  we  do  not  give 
those  similar  advantages,  and  consequently  a Britisher 
resident  in  the  States  does  not  get  the  advantage  of  a 
reduction. 

7577.  So  that  in  trying  to  arrive  at  a solution  of 
what  is  really  a world  problem  in  trade,  or  in  com- 
merce, I take  it  that  your  conclusion  would  be  that 
it  is  better  to  attempt  that  on  the  lines  of  inter- 
national agreement  rather  than  on  the  lines  of  re- 
taliation by  one  country  against  another,  or  even  on 
the  lines  of  reciprocity,  one  country  with  another? — 
Yes,  but  I am  not  quite  sure  that  I can  usefully  say 
anything  about  that.  I do  think  there  is  a basis  for 
agreement  between  countries  in  connection  with  it, 
and  the  Americans  have  really  shown  us  the  way  by 
which  this  great  evil  can  be  ameliorated.  They  have 
felt  that  their  citizens  could  not  take  part  in  enter- 
prises in  this  country,  and  pay  British  Income  Tax 
and  American  Income  Tax,  and  consequently  they 
have  searched  'about  for  some  means  of  relief,  and 
these  are  the  means  they  have  brought  into  law.  Of 
course,  our  own  Government  has  recognized  the  diffi- 
culty, because  in  offering  the  Americans  a share  in 
the  British  loans  they  have  said : “ We  will  not 
charge  you  Income  Tax.  If  you  will  take  an  interest 
in  our  loans  we  will  let  you  off  the  Income  Tax.” 

7578.  Has  any  estimate  been  prepared  of  the  loss 
which  we  sustain  from  year  to  year  by  this  system ; 
are  any  statistics  available? — I do  not  think  so,  and 
I would  like  to  say  that  some  of  the  information 
it  is  very  difficult  indeed  to  give  in  the  way  of  statis- 
tics. If  you  were  to  take  the  point  of  view  of  the 
Inland  Revenue  authorities  they  could  form  some 
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judgment  as  to  what  companies  are  largely  foreign 
owned,  and  might  be  lost  to  this  country  if  they  were 
taken  away;  but  the  Inland  Revenue  have  no  idea 
whatever  of  the  loss  that  we  incur  in  this  country 
through  the  non-establishment  of  concerns  which 
would  come  here  if  we  gave  them  terms  which  would 
induce  them  to  come.  It  is  only  people  who  have 
foreign  houses,  and  who  have  been  accustomed  to  go 
to  these  foreign  countries,  who  have  any  conception 
of  the  amount  of  loss  this  country  suffers  through 
the  non-establishment  of  these  concerns  here. 


7579.  Mr.  Bowerman : Take  the  case  of  a huge  con- 
cern like  what  is  known  as  the  American  Beef  Trust, 
with  its  increasing  hold  upon  the  meat  trade  of  this 
country.  You  would  suggest  that  they  should  be 
allowed  to  go  scot-free  so  far  as  Income  Tax  is  con- 
cerned?— I think  I must  differentiate  in  that  case, 
because  I think  at  any  rate  there  was  some  amount 
of  reason  in  trying  to  tax  them,  because  they  really 
were  carrying  on  trade  in  this  country.  They  had 
shops  and  they  retailed  the  meat  as  I understand  it 
to  the  people  of  the  country  through  the  shops.  1 
have  heard  it  stated  that  their  invoices  were  so 
arranged  that  there  was  no  profit  in  meat  in  this 
country  at  all,  and  therefore  they  paid  no  tax  here. 
They  were  really  conducting  a retail  business  in  this 
country,  and  it  seemed  to  me  a case  where  they 
should1  have  paid  a certain  amount  of  tax  here. 

7580.  You  agree  that  they  should  pay? — Yes,  I do. 
hut  that  is  quite  different  from  99  per  cent,  of  the 
agencies  established  in  this  country. 

7581.  Would  you  suggest  that  they  ought  not  to  be 
taxed  on  their  turnover?— I think  the  suggestion 
was  that  it  should  be  a reasonable  merchant’s  profit, 
but  I do  not  know  how  that  is  to  be  arrived  at. 


7582.  I cannot  speak  as  to  what  a reasonable 
merchant’s  profit  may  be,  hut  we  all  agree  they  are 
doing  a huge  business  in  this  country,  and  really  in 
effect  closing  down  a good  many  of  our  own  traders 
in  the  meat  trade?— I think  the  words  are,  lion  the 
basis  of  the  profits  which  might  reasonably  be  expected 
to  have  been  earned  by  a merchant  ....  who  had 
bought  from  the  manufacturer  or  producer  direct.’’ 

7583.  However,  do  you  agree  that  in  that  particu- 
lar case  they  should  be  called1  upon  to  pay  Income 
Tax  or  a tax  of  some  kind? — I think  so.  If  the 
allegation  has  any  foundation  at  all  that  the  invoices 
are  so  adjusted  as  to  show  the  profit  somewhere  else, 
then  I think  there  is  a case. 


7584.  Is  it  possible  for  a concern  of  that  kind  with 
its  many  ramifications  in  this  country  to  carry  on 
business  without  making  a profit? — I think  the  profit 
arises  somewhere.  Where  the  profit  is  made  is  a 
very  difficult  thing  to  decide. 

7585.  You  will  not  commit  yourself?— I really  do 
not  feel  it  is  possible.  As  a rule  I am  hound  to  say 
I think  the  profit  is  made  on  the  other  side  where 
the  produce  is  produced  somewhere  else  and1  sent 
here ; that  is  my  opinion. 

7586.  Although  our  own  retail  butchers  and  traders 
are  suffering  as  a result  of  that  trade  carried  on  by 
the  Americans? — If  you  take  the  other  side  of  the 
case,  iron  and  steel  or  anything  of  that  sort,  that  we 
manufacture  in  this  country  and  send  abroad,  you 
would  say,  I think,  that  the  profit  is  made  in  the 
production  of  the  article. 

7587.  You  think  that  applies  to  the  distribution  of 
meat? — I think  it  possibly  does. 

7588.  Mr.  Mackinder : I did  not  commit  myself  to 
saying  no  profit  was  made  here;  I said  the  bulk  of 
the  profit. 

75S9.  Mr.  Walker  Clark : In  reference  to  the  new 
American  law,  is  not  the  chief  reason  for  that  change 
of  law  in  America  due  to  the  fact  that  America  no 
longer  needs  to  attract  capital  there?— Well,  I never 
knew  any  country  that  did  not  want  to  attract 
capital. 

7590.  Well,  foreign  capital  shall  I say? — I think 
they  all  want  capital.  I do  not  think  it  comes  from 
that. 

7591.  You  do  not  think  that  has  any  hearing  upon 
the  new  law? — No. 


7592.  And  you  would  not  suggest  that  because 
Great  Britain  does  need  foreign  capital  at  present 
in  an  especial  way  some  new  policy  is  necessary  on 
our  part  in  respect  of  Income  Tax? — Because  we 
need  capital? 

7593.  Yes. — I think  it  very  desirable  that  we 
should  do  everything  we  can  to  attract  capital  here. 


7594.  And  this  is  the  method  you  would  adopt?— 1 
o-o  the  length  of  saying  if  even  90  per  cent,  of  the 
shares  are  held  abroad  let  us  have  the  company  here, 
and  we  shall  be  sure  of  its  capital. 

7595.  This  is  the  method  you  suggest,  to  allow  the 
foreign  shareholder  to  have  a reduction  of  the.  Income 
Tax  chargeable  on  his  particular  shares? — I think  that 
is  an  advantage. 

7596.  You  think  this  would  attract  foreign  capital 
to  this  country? — I think  it  would  to  a large  extent. 

7597.  Mr.  Pretyman  : What  it  really  comes  to  is  you 
think  that  by  sacrificing  a certain  proportion  or  a 
certain  sum  of  actual  revenue  you  are  really  going  tu 
increase  the  whole  corpus  upon  which  the  Income  Tax 
is  levied  as  a whole? — I think  that  is  true. 

7598.  That  is  really  the  point? — I think  that  is  so. 

7599.  Of  course,  you  agree  it  is  not  possible  to  look 
at  a tax  like  this  from  the  isolated  standpoint  of  one 
particular  taxpayer  or  one  particular  set  of  taxpayers. 
What  has  got  to  be  done  is  to  maintain  the  revenue 
as  a whole,  and  a most  important  factor  in  ithe  main- 
tenance of  the  revenue  as  a whole  is  the  maintenance 
of  the  general  wealth  of  the  country  upon  which  the 
tax  eventually  falls?— I think  if  we  take  care  of  the 
profits  of  the  country  the  tax  will  take  care  of  itself. 


7600-  The  sacrifice  that  you  have  suggested  is  rather 
sugaring  the  plum  as  a matter  of  fact  to  induce  the 
foreigner  to  come  here,  which  I suppose  is  exactly 
the  same  principle  as  was  adopted  when  the  Loan  was 
sugared  to  get  the  foreigner  to  take  it? — Yes. 

7601.  You  propose  to  surrender  the  tax  which  is  now 
levied  upon  the  foreigner  who  derives  profits  from 
the  operations  of  companies  in  this  country  in  which 
he  holds  shares,  if  he  is  a foreigner  resident  abroad. 
Do  you  not  think  there  is  some  possibility  that  with 
the  very  high  rates  of  Income  Tax  and  Super-tax  now 
prevailing  in  this  country  people  who  have  partners 
abroad  who  are  foreigners  might  so  arrange  it  with 
those  partners  that  property  which  was  really  actually 
belonging  to  the  British  subjects  resident  here  might 
appear  as  the  property  of  foreigners  and  might  thus 
escape  tax?— TJpon  that  I think  that  any  man  who 
claims  a return  would  have  naturally  to  swear  to  some 
document,  and  could  only  do  what  you  suggest  it  he 
committed  a fraud,  and  in  that  case  there  might  be 
two  people  committing  the  fraud. 

7602  I do  not  think  so,  because  the  tax  is  now  so 
enormous;  it  is  10s.  in  the  £ with  Income  Tax,  and 
Super-tax  on  large  incomes?— Yes ; but  the  foreigner 
does  not  pay  Super-tax. 

7603.  No;  I am  not  speaking  of  the  foreigner;  I am 
speaking  of  the  Englishman.  I accept  your  point, 
and  I agree  with  it,  if  I may  say  so,  that  it  is  worth 
while  exempting  the  foreigner  to  get  his  money  here 
in  order  generally  to  increase  our  taxable  wealth; 
but  I suggest  to  you  that  there  is  a danger  that  where 
people  in  this  country  are  in  very  close  business  rela- 
tions with  foreign  firms  they  might  take  the  risk,  as 
worth  taking  for  the  gain  of  it,  of  actually  transfer- 
ring with  a proper  understanding  to  a foreigner  a 
considerable  sum  in  capital  which  would  be  his  actual 
property  and  which  he  might  run  away  with  if  he 
liked  and  which  they  could  absolutely  swear  was  not 
their' own  property,  but  by  some  private  arrangement 
with  the  foreigner  the  income  upon  it  would  be  paid 
to  them?- Would  you  not  make  the  foreigner  who 
claimed  the  return  swear  a declaration  similar  to  that 
which  is  now  presented  to  every  shareholder  in  an 
oil  company,  for  example,  who  produces  a transfer 
to  the  company?  He  has  now  to  swear  that  it  is  lm 
own  property,  and  that  no  foreigner  has  any  interest 
in  it  whatever,  either  direct  or  indirect— a declaration 
legally  drawn  up  by  the  Government.  Could  you  not 
sufficiently  protect  the  Revenue  from  fraud  by  some 
such  declaration? 
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7604.  I doubt  it.  He  would  have  no  interest  in  it 
whatever.  He  would  be  absolutely  free  if  he  liked 
to  blue  it  or  to  go  away  with  it ; you  would  have  to 
trust  entirely  to  his  honour.  It  would  be  worth  the 
while  of  a banking  firm,  for  instance,  abroad,  to 
cater  for  that  kind  of  business ; they  would  become 
the  absolute  owners  of  properties  which  they  would 
hold  as  their  own,  and  in  which  there  would  be  no 
legal  interest  belonging  to  any  person  in  this  country 
whatever,  but  by  a private  arrangement  between 
them  and  the  owner  certain  sums  would  be  paid  over  ? 
— There  might  be  some  such,  but  I do  not  think  as 
a rule  in  my  experience  of  life  any  man  likes  to  put 
his  property  in  the  control  of  somebody  else.  As  a 
rule  he  does  not  like  to  part  with  it.  A father  does 
not  even  part  with  his  property  to  his  son  until  he 
is  getting  pretty  old  as  a rule,  and  I do  not  think 
people  here  would  be  very  likely  to  give  the  docu- 
ments of  title  to  somebody  else  at  the  other  end  of 
the  earth  in  order  to  escape  tax.  With  regard  to  the 
other  point  you  raised  as  to  the  policy  of  bringing 
to  this  country  a very  large  control  of  capital,  my 
own  feeling  is  that  if  we  were  to  adopt  this  policy 
we  would  be  the  country  which  had  all  the  capital.  It 
would  all  come  here— at  least  not  all,  but  very  large 
quantities  of  capital  would  come  here  which  are  not 
now  brought  here.  If  the  foreigner  did  not  have  to 
pay  Income  Tax,  the  Italians,  the  French,  all  the 
nations  of  Europe  and  perhaps  America  too,  would 
have  large  sums  here,  and  we  would  have  the  real 
money  market  of  the  world. 

7605.  Mr.  Walker  Clark:  Would  China  come? — I 
do  not  know. 

7606.  Mr.  Pretyman:  You  told  us  that  you  thought 
the  meat  trust  operations,  for  reasons  that  you  gave, 
ought  to  be  subject  to  some  tax,  and  you  also  thought 
the  ordinary  operations  of  a foreign  merchant  or  a 
foreign  firm  selling  through  an  agent  in  this  country 
ought  not  to  be  taxed  ?— Yes,  I think  that  the 
general  run  of  agency  I had  in  mind  was  the  man 
who  had  an  agent  here  and  who  sells  really  wholesale. 

7607.  Have  you  in  your  mind,  or  could  you  let  us 
have  at  some  time,  any  reasoned  suggestion  of  how 
it  would  be  possible  to  draw  the  line? — I think  there 
would  be  some  little  difficulty  in  drawing  the  line. 

7608.  Apparently  the  businesses  are  very  much  on 
the  same  footing?— No,  they  are  quite  different  in 
practice  from  the  man  who  opens  shops  and  retails 
the  goods. 

7609.  You  draw  the  line  at  the  man  who  retails 
in  shops?— I do  not  know  that  that  would  be  the 
right  line  to  draw,  but  that  at  any  rate  is  a very 
different  thing  from  the  agent. 

7610.  It  is  rather  a difficult  point,  and  I will  not 
press  you  to  give  an  answer  on  it  now.  We  have 
to  get  revenue  from  somewhere,  and  to  surrender 
the  revenue  there  would  be  unfortunate,  and  it  might 
be,  on  the  other  hand,  that  if  a proper  line  could  be 
found  we  might  get  revenue  there  without  doing  any 
harm?— There  was  no  difficulty  in  this  at  all  until 
the  tax  was  put  upon  the  agent,  and  the  real  reason, 
as  I understand  it,  for  putting  the  tax  upon  the 
agent  was  because  of  the  meat  companies ; the  other 
people  were  not  sinners. 

7611.  You  cannot  put  an  Income  Tax  on  and  say, 
“this  shall  be  paid  by  the  meat  trust  and  nobody 
else”?— But  unfortunately  the  putting  on  of  a tax 
which  was  intended  to  catch  a limited  number  of 
people  has  taken  into  its  ambit  about  99  per  cent, 
who  were  never  intended. 

7612.  The  natural  result  is  that  there  is  a sort  of 
new  body  for  taxation.  After  all,  you  are  dealing 
with  the  Revenue  authorities,  and  when  they  have 
got  an  Act  of  Parliament  they  have  got  to  carry  ic 
out?— Although  it  was  said  at  the  time  they  did  not 
intend  to  work  it  hardly,  now  we  get  letters  like  this. 

7613.  You  are  of  opinion  that  the  meat  trust  and 
other  companies  carrying  on  operations  of  that  kind 
should  be  taxed.  In  your  evidence-in-chief  you  have 
stated  reasons  why  similar  kinds  of  operations  ought 
not  to  be  taxed.  If  you  can  think  that  subject  out 
and  let  us  have  some  suggestions  how  a tax  could  be 
levied  to  the  point  which  you  think  right,  but  which 


would  not  go  beyond  that  point,  I think  it  would  be 
very  useful  to  us? — I think  J should  find  it  very 
difficult,  because  after  all  the  Government  itself 
brought  in  an  Act  of  Parliament  in  which  they  have, 
done  more  than  they  really  intended  to  do,  and  then 
they  brought  in  an  amending  Act  and  tried  to  belittle 
the  evil  they  had  done,  and  1 am  afraid  the  evil  still 
remains. 

7614.  Tell  us  how  we  should  set  about  it.  I do  not 
want  you  to  draft  an  Act  of  Parliament,  but  only  a 
broad  suggestion? — I am  afraid  I should  find  it  very 
difficult  to  draw  it  at  all. 

7615.  Sir  E.  Nott-Bower:  With  regard  to  the  relief 
you  propose  to  the  foreign  owner  in  a company  which 
is  simply  controlled  here,  I understand  that  your  sug- 
gestion only  extends  to  cases  where  the  enterprise  is 
abroad? — Yes,  certainly. 

7616.  You  do  not  propose  that  for  a foreign  share- 
holder of  the  Great  Western  Railway,  for  instance? 
—No. 

7617.  Would  you  not  anticipate  any  difficulty  in 
drawing  the  line  there?  Captain  Pretyman  has  rather 
put  me  on  to  this.  Have  you  not  got  every  grade  of 
company,  from  the  Great  Western  Railway,  which  is 
undoubtedly  seated  here,  and  controlled  here,  and  all 
its  operations  are  conducted  here,  to  the  other  end  of 
the  scale  where  you  have,  say,  a nitrate  company  where 
possibly  the  nitrate  is  in  Chile;  between  those  ex- 
tremes you  have  endless  cases  of  companies  which 
conduct  their  operations  apparently  here  ? — There  may 
be  some,  yes. 

7618.  There  might  be  some  difficulty  of  distinction 
there? — Yes.  Of  course,  really  I am  here  to  put  the 
difficulties  that  we  see  as  merchants,  rather  than  to 
suggest  the  remedies. 

7619.  We  want  every  help  we  can  get  from  you. 
You  bring  these  facts  before  us,  and  we  want  your 
help? — I will  give  you  all  the  help  I can  in  arriving  at 
some  suitable  solution. 

7620.  Sir  T.  Whittaker:  It  is  not  the  difficulties 
that  we  want ; we  know  all  about  those ; it  is  the 
remedies.  I want  your  suggestions  as  a very  ex- 
perienced and  practical  man  to  deal  with  the  difficul- 
ties that  arise  in  finding  the  remedies,  and  without 
suggesting  any  opinion  of  my  own  upon  the  matter, 

1 want  to  probe  one  or  two  points  to  see  where  this 
is  going  to  carry  us.  With  reference  to  what  Sir 
Edmund  Nott-Bower  has  just  said,  I would  point  out 
that  we  have  had  witnesses  here  urging  very  strongly 
indeed  that  foreign  shareholders  in  all  our  under- 
takings here,  the  Great  Western  Railway  and  every- 
thing else,  should  be  free  from  tax.  I gather  that  is 
not  your  view,  but  I want  to  suggest  to  you  that  you 
are  touching  just  one  phase  of  an  extremely 
complicated  and  an  extremely  difficult  part  of 
our  inquiry? — I think  you  are  quite  right  in 
pointing  that  out,  but  I really  came  with  the  idea 
of  giving  you  the  experience  I had  had  of  difficulties 
in  international  trade,  and  I therefore  did  not  touch 
upon,  nor  have  I given  full  consideration  perhaps,  to 
the  point  of  a foreign  shareholder  in  a purely  British 
concern,  and  I did  say  just  now  in  answer  to  a ques- 
tion of  Sir  Edmund  Nott-Bower  that  I do  not  advo- 
cate his  escaping  tax.  It  is  obviously  true  that  if  you 
want  to  attract  the  capital  of  the  world  to  London 
you  would  probably  have  to  go  a step  further  and  do 
as  your  witness  this  morning  suggested,  otherwise 
you  would  not  attract  all  the  capital  of  the  world, 
although  through  the  proposals  I make  you  would 
attract  a certain  amount  . 

7621.  I want  to  follow  up  one  line  for  a moment. 
Am  I correct  in  gathering  that  you  view  is  that  con- 
cerns in  this  country,  whether  companies  or  firms, 
which  have  considerable  branches  or  establishments 
abroad,  should  not  have  to  pay  Income  Tax  on  the 
profits  of  those  concerns? — I do  not  know  that  I have 
quite  advocated  that.  I think  that  anybody  who  is 
resident  in  this  country  is  in  a different  position  from 
the  man  who  is  resident  abroad.  At  the  present 
moment  some  of  the  persons  who  are  resident  abroad 
are  British,  and  sometimes  we  have  foreign  partners, 
and  they  object  to  paying  the  double  tax. 


27880 


2 A 3 


372 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


17  July , 1919.] 


The  Right  Hon.  Sir  Archibald  Williamson. 


[ Continued . 


7622.  That  is  another  matter  altogether.  I am 
dealing  with  jour  suggestion  in  paragraphs  18  to  29, 
the  effect  of  Double  Income  Tax  upon  overseas  Busi- 
ness. That  means,  I gather,  that  if  a firm  or  a 
company  in  this  country  has  branohes  or  establish- 
ments in  America,  which  pay  Income  Tax  there,  they 
are  to  be  relieved  to  that  extent  of  Income  Tax 
here? — The  difficulty  at  present  is  this.  If  you  have 
a firm  in  this  country  and  in  some  foreign  oounfcry, 
and  the  partnership  is  worded  so  that  the  control  is 
here,  then  it  is  held  by  the  law  that  the  whole  of  the 
profits  of  that  foreign  firm  are  liable  to  British  tax, 
although  much  of  the  business  of  that  foreign  firm 
is  not  done  here  at  all.  Perhaps  70  per  cent,  of  it  is 
of  a local  character,  and  does  not  touch  this  country. 
You  can  escape  that  liability  in  that  firm  by  parting 
with  the  control.  If  you  have  no  control  here  at  all 
and  you  are  simply  a partner  in  a foreign  firm, 
then  the  firm  qua  firm  does  not  have  to  pay  British 
Income  Tax;  but  if  you  have  control  here  then  the 
(whole  profits  of  that  firm  are  liable. 

7623.  I quite  understand  the  difficulty,  it  is  your 
(Suggested  remedy  that  I want  to  get  at.  Is  the 
remedy  that  the  firm  here  shall  not  be  taxed  on  the 
profits  of  its  subsidiary  company  in  the  Argentine? — 
A company  and  a firm  are  on  a different  footing. 

7624:.  Well,  say  a firm  that  has  another  branch 
firm  there,  perhaps  in  the  same  name,  or  different 
names:  are  they  to  be  taxed  here  or  not  on  the 
profits? — I think  it  would  be  perfectly  reasonable 
that  the  individuals  who  live  here  should  be  taxed 
upon  all  their  foreign  profits,  whether  they  are  re- 
mitted or  not.  I dare  say  that  is  a very  reasonable 
suggestion,  but  what  I think  is  unreasonable  is  that 
a partner  in  the  firm  who  lives  abroad  and  does  not 
come  here  at  all  should  be  subject  to  a tax  here 
through  the  liability  of  the  firm  to  the  tax. 

7625.  But  supposing  all  the  partners  are  British, 
and  they  are  living  here,  and  they  have  undertak- 
ings abroad : you  do  not  object  to  the  tax  being 
levied  upon  them  ? — Not  if  they  are  all  living  here ; 
but  on  taxing  the  firm  a partner  who  lives  abroad 
pays  his  share  of  that  tax,  although  he  is  not  living 
here.  I can  give  you  a concrete  case. 

7626.  I quite  understand  that  case,  but  that  is  not 
my  point.  I gather  from  your  evidence,  paragraphs 
18  to  29,  that  you  are  dealing  with  the  effect  of 
Double  Income  Tax  upon  our  overseas  business,  par- 
ticularly business  with  foreign  countries? — Yes. 

7627.  That  means  that  you  think-  that  when  the 
firm  is  taxed  on  its  branches  in  America  with 
American  Income  Tax  it  ought  not  to  be  taxed  again 
here? — No,  I think  it  ought  not.  I do  not  think 
there  ought  to  be  double  tax. 

7628.  That  means  that  your  view  is  that  the  firm 
should  not  pay  a tax  here  on  its  foreign  business  if  it 
has  paid  a tax  abroad  ? — It  should  pay  subject  to  the 
deduction  of  the  tax  already  paid  abroad;  if  it  is 
liable  here  it  should  pay  less  that  amount. 

7629.  Would  you  apply  that  to  investments? — To 
investments  abroad  P 

7630.  Yes? — Yes,  I would. 

7631.  That  means  that  insurance  companies,  trust 
companies  and  others  might  invest  abroad  and  re-* 
ceive  relief  here  on  the  Income  Tax  equivalent  to 
the  Income  Tax  they  paid  abroad? — There  should  bo 
a deduction  from  the  amount  payable  here.  If  the 
amount  payable  here  is  larger  than  they  have  paid 
abroad  they  would  naturally  have  to  pay  the  balance. 

7632.  That  would  mean  a great  loss  to  the  Revenue 
and  bring  nothing  in  return  back? — Well,  I took  the 
case  of  this  cement  company  that  we  established 
ourselves  in  America,  and  I pointed  out  that  that 
company  has  to  pay  American  tax  and  British  tax, 
and  consequently  it  is  unable  to  compete  with  the 
American  company  alongside  which  pays  only  the 
American  tax;  consequently  it  is  almost  impossible 
to  establish  any  such  company  now.  This  company 
was  established  before  the  American  tax  was  in 
existence. 

7633.  Would  you  mind  giving  me  your  view  about 
the  trust  companies’  and  insurance  companies’  in- 


vestments being  on  the  same  footing  ? — You  are 
taking  me  a little  beyond  my  own  experience. 

7634.  I am  anxious  to  probe  what  this  proposal 
involves,  and  would  lead  to,  because  my  own  view  is 
that  while  it  may  be  quite  correct,  as  you  suggest, 
that  giving  a concession  on  the  very  limited  area 
which  we  are  touching  upon  might  be  remunerative, 
I see  great  difficulties  in  limiting  the  concession  to 
this  particular  point,  and  I think  it  is  a very  much 
wider  question  than  your  evidence  has  indicated? — 
Well,  take  a British  loan  company  running  in 
America;  that  is  the  type  of  company  you  have  in 
mind? 

7635.  No.  A few  years  ago  trust  companies  and 
insurance  companies  put  their  capital  in  America 
into  American  undertakings.  They  did  not  bring  the 
income  home,  and  they  paid  no  Income  Tax  ? — That 
was  so  at  one  time. 

7636.  Do  you  want  to  revert  to  that? — That  is  not 
quite  the  suggestion. 

7637.  Well,  it  is  very  similar.  You  will  find  great 
difficulty  in  drawing  a distinction  between  an 
interest  on  investments  and  profits  of  a business  for 
practical  purposes? — The  suggestion  is,  is  it  not, 
that  the  whole  of  the  profits  of  that  company,  take 
one  of  the  big  insurance  companies  for  instance,  on 
investments  in  America,  should  be  liable  to  the 
British  Income  Tax,  and  from  the  amount  payable  to 
the  British  Exchequer  as  tax  should  be  deducted  the 
amount  that  the  company  has  already  paid  in 
America  in  the  way  of  Income  Tax. 

7638.  A very  serious  loss  to  the  Exchequer  with  no 
corresponding  advantage  ? — It  would  make  some 
difference  undoubtedly. 

7639.  And  no  corresponding  advantage? — Not  so 
much  in  that  case. 

7640.  None? — I will  have  to  think  it  out;  it  in- 
volves a great  deal. 

7641.  The  next  point  I want  to  touch  upon  is  the 
opposite  one,  that  is,  relieving  from  tax  the  foreigner 
who  invests  here.  We  can  all  see  it  is  of  great 
advantage  to  get  foreign  money  to  this  country,  but 
does  that  involve  this  in  your  mind,  that  say  a 
foreign  firm,  French  or  German,  might  establish  a 
factory  here  or  a works — say  a German  firm  put  down 
a large  dye  works  in  this  country ; all  the  pro- 
prietors are  foreigners  and  they  compete  with  the 
dye  industry  in  this  country — are  they  to  be  relieved 
of  6s.  in  the  £ of  taxation  while  their  British  com- 
petitors pay  the  6s.  in  the  £ on  their  profits? — Yes; 
well,  I suppose  there  is  a point  to  be  made  on  that, 
but  as  a rule  the  establishment  of  the  industry  here 
even  if  the  capital  is  held  abroad  and  there  is  relief 
given  to  the  foreign  capital,  is  beneficial.  Take  the 
case  of  rthe  American  Electric  Company  that  started 
works  iu  Manchester,  a very  large  and  important 
works  giving  a great  deal  of  employment  in  the 
neighbourhood.  It  may  bo  truo,  and  I think  it  was, 
that  the  shares  were  owned  in  America.  In  such  a 
case,  as  suggested,  they  would  have  got  a reduction. 
They  would  have  been  able  to  claim  back  a certain 
amount  of  Income  Tax  if  the  tax  here  was  more  than 
the  tax  in  America.  There  you  have  got  a very 
large  amount  of  employment  given  here;  you  have 
got  all  the  banking  and  the  other  things  done  here 
that  come  from  those  works,  and  I think  on  the 
whole  it  is  an  advantage  that  they  should  come  here. 
After  all,  there  is  a very  great  deal  of  money,  and 
no  doubt  our  people  will  follow  suit  and  establish 
similar  works.  It  is  the  story  of  the  Huguenots 
coming  over  and  establishing  the  industries  here. 

7642.  Chairman:  Supposing  that  the  introduction 
of  that  American  electrical  firm  prevents  the  develop- 
ment of  trade  for  electrical  firms  in  this  country: 
would  that  be  right? — But  would  it  do  so?  Has  it 
not  really  followed  that  where  an  enterprise  of  that 
sort  has  started  we  have  copied  and  taken  advantage 
of  the  lesson? 

7643.  I rather  fear  that  by  the  cost  they  can  pro- 
duce at  through  not  having  to  pay  Income  Tax  they 
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are  preventing  the  development  of  the  electrical  in- 
dustry in  other  quarters.  I am  talking  rather  per- 
sonally?— I follow.  Of  course,  naturally  if  there  was 
no  Income  Tax  they  would  not  have  bigger  resources 
as  a company,  but  they  would  individually  get  richer. 

7644.  Sir  T.  Whittaker:  Does  it  not  really  mean 
that  that  would  be  giving  a very  substantial  pre- 
ference to  foreign  firms  producing  in  this  country 
and  would  not  that  be  very  much  resented  by  their 
competitors  ? — It  would  not  be  as  a firm ; it  would 
only  be  the  individual  who  would  get  the  drawback. 
That  individual  if  he  is  in  America  has  to  pay  a very 
heavy  tax  there.  He  has  not  got  more  in  his  pocket 
probably  than  if  he  lived  over  here. 

7645.  He  has  got  the  advantage  from  this  country, 
and  this  country  would  lose  that  amount  of  Income 
Tax  ? — Yes. 

7646.  That  would  have  to  be  made  up  by  other 
members  of  the  community? — Yes. 

7647.  A certain  number  might  benefit  by  the  bring- 
ing of  that  firm  here? — Yes. 

7648.  And  by  bringing  certain  business  here? — Yes. 

7649.  But  there  are  a great  many  people  who  would 
not  benefit  at  all,  who  would  have  to  pay  additional 
Income  Tax  because  of  this  kind  of  thing? — We  come 
back  to  that  point — the  balance  of  advantage;  and  I 
think  the  balance  of  advantage  is  that  you  should 
bring  the  business. 

7650.  I have  merely  been  putting  these  questions 
with  a view  to  probing  as  far  as  one  can  in  a brief 
examination  the  range  of  these  suggestions ; you  have 
put  one  or  two  before  us,  but  we  have  had  a number 
of  them,  and  really  in  my  judgment  they  provide  the 
most  difficult  and  complicated  question  that  we  have 
to  deal  with  ? — That  is  so. 

7651.  I do  not  think  anybody  has  any  doubt  as  to 
the  difficulties  in  the  way  of  traders  and  capitalists 
that  you  have  referred  to  ? — On  the  whole,  my  feeling 
Btrongly  is  that  it  would  be  of  advantage  to  us  to 
lose  a little  on  the  one  side  of  the  account  and  gain 
a larger  amount  on  the  other.  That  is  my  own  feel- 
ing, and  I have  seen  so  many  cases  of  it  myself  from 
my  own  experience  of  it.  I think  we  would  have 
gained  a great  advantage  if  we  could  have  encour- 
aged the  establishment  of  more  foreign  concerns. 

7652.  Chairman : I want  to  ask  you  about  this 
cement  company  of  yours  in  America ; that  is  English 
capital  ? — Yes. 

7653.  Competing  with  American  capital? — Yes. 

7654.  Is  the  American  capital  paid  a bigger  in- 
terest in  America  than  we  have  in  this  country  ? — I 
think  on  the  whole  not  much  bigger;  it  may  be  a little 
larger. 

7655.  I was  wondering  whether  it  was  2 per  cent.  ? 
— Oh,  no. 

7656.  If  it  were  2 per  cent,  that  would  compensate 
for  the  extra  tax  that  would  have  to  be  charged?— 
Sometimes  money  is  cheaper  in  America  than  it  is 
here,  but  there  is  not  much  in  that.  I have  a few 
notes  I have  put  together  here ; I do  not  know  whether 
you  would  care  for  me  to  read  them.  Perhaps  it  is 
going  a little  bit  over  the  ground  from  a fresh  stand- 
point. 

7657.  Yes. — “ The  principal  reform  to  which  it  is 
specially  desired  to  direct  attention  is  the  abolition  of 
Double  Income  Tax.  The  duplication  of  Income  Tax 
within  the  Empire  is  unjust,  unnecessary  and  contrary 


to  imperial  interests,  placing  a bar  almost  amounting 
to  an  embargo  on  the  investment  of  money  from  the 
Mother  Country  in  the  Colonies  and  restricting  trade 
and  relations  between  the  various  parts  of  the  Empire. 
This  fact  was  recognized  by  the  Act  of  1916  itself, 
where  it  was  provided  that  an  individual  or  corpora- 
tion liable  to  British  Income  Tax,  at  its  then  existing 
rate,  and  also  to  Colonial  Income  Tax,  was  entitled 
to  a rebate  of  his  Colonial  Income  Tax  not  exceeding 
Is.  6d.  in  the  pound.  This  admitted  the  principle  and 
the  restriction  was  quite  illogical.  The  principle 
adopted  should  be  the  logical  one  that  any  citizen  of 
the  Empire,  wherever  in  the  Empire  he  resides,  should 
be  liable  to  no  more  than  the  Income  Tax  appropriate 
to  his  domicile.  If  he  be  resident  in  the  United  King- 
dom and  is  liable  to  British  Income  Tax  of  6s.  in  the 
pound,  then,  so  far  as  his  Colonial  investments  are 
concerned,  he  should  be  allowed  a deduction  of  the 
amount,  whatever  that  may  be,  which  he  has  to  pay 
for  Colonial  Income  Tax.  It  is,  of  course,  quite  pos- 
sible that  some  reciprocity  might  be  arranged  and 
that  the  Colonies  should  make  some  concession  on  their 
side.  There  is  abundant  room  for  such  an  arrange- 
ment, because  the  Colonies  must  desire  to  attract 
money  to  be  invested  in  their  enterprises  by  citizens 
of  the  Mother  Country.  Such  arrangements,  how- 
ever, must  be  left  to  the  political  department  involved. 
Whether  or  not  they  can  be  made,  the  principle  of 
single  Income  Tax  should  be  put  into  effect.  The 
duplicated  tax  involves  a flat  injustice  to  the  indivi- 
dual citizen  of  the  Empire,  and  when  the  whole  posi- 
tion demands  closer  relations  and  complete  unity  be- 
tween the  different  parts  of  the  Empire  its  practical 
effect  is  inevitably  divisive  and  compels  the  different 
parts  to  operate  largely  in  watertight  compartments. 
Citizens  of  the  Mother  Country  cannot  be  expected  to 
send  their  money  out  in  support  of  Colonial  enterprises 
if  they  have  to  bear  this  largely  increased  burden. 
On  the  other  hand,  take  the  case  of  an  Australian 
desiring  for  some  reason  to  spend  his  retirement  in  the 
Motherland.  He  finds  that,  with  a large  portion  of 
his  means  probably  locked  up  in  Australian  enter- 
prises, the  burden  of  the  duplicate  taxation  is  in- 
tolerable. What  he  hoped  was  a competence  is 
reduced  to  such  an  extent  that  the  Income  Tax  law 
operates  against  him  with  a force  of  a decree  of 
deportation  against  an  undesirable  alien.  Instances 
can  be  multiplied  both  for  trade  and  personal  rela- 
tions, because  the  bad  practical  effects  are  the  result 
of  a system  which  is  radically  unjust  and  prejudicial  to 
the  interests  of  the  Empire  and  its  citizens.  The  close 
relations  between  this  country  and  the  United  States 
bring  forward  another  aspect  of  this  matter  and  the 
point  here  is  sharply  raised  by  the  practical  invitation 
to  reciprocity  contained  in  the  Revenue  Law  which 
was  recently  passed  by  Congress.  There  the  principle 
is  distinctly  adopted  that  allowances  and  rebates 
should  be  given  to  non-resident  aliens  whose  own  laws 
give  similar  concessions  to  citizens  of  the  United 
States.  And  it  is  submitted  that  the  principle  above 
adopted  for  the  British  Empire  will  be  correctly 
applied,  and  will  result  in  undoubted  benefits  in 
questions  between  the  United  States  and  this 
country.”  That  was  pretty  much  the  same  sort  of 
evidence. 

7658.  Mr.  Marks : Could  you  tell  us  from  whom  it 
comes  ? — It  comes  from  an  important  concern  in  Scot- 
land who  do  a very  large  business  in  America  in 
loaning  largely. 

7659.  Chairman : We  have  had  a very  interesting 
afternoon,  and  we  are  very  much  obliged  to  vou  for 
coming. 
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ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


THIRTEENTH  DAY, 

Friday,  18th  July,  1919. 


Present  : 

LORD  COLWYN  (in  the  C 


Mr.  BO  WE  RM  AN. 

Mr.  PRETYMAN. 

Sir  E.  E.  NOTT-BOWER. 

Sir  WARREN  FISHER. 

Sir  J.  S.  HARMOOD-BANNER. 
Mr.  BIRLEY. 

Mr.  WALKER  CLARK. 


Mr.  GRAHAM. 

Mr.  McLINTOCK. 

Mr.  MANVILLE. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 

Mr.  SYNNOTT. 


Sir  Algernon  F.  Firth,  Mr.  George  W.  Currie,  Mr.  G.  P.  Norton,  Mr.  H.  D.  Leather,  Mr.  H.  Lakin-Smith 
and  Mr.  Stewart  Blacker  Quin,  on  behalf  of  the  Association  of  British  Chambers  of  Commerce,  called  and 

examined. 


The  witnesses  handed  in  the  following  statements 
as  their  evidence-in-chief : — 

Summary  of  evidence  to  be  submitted  by  Sir 
Algernon  F.  Firth,  Bt.  (Ex-President),  on 
behalf  of  the  Association  of  British  Chambers  of 
Commerce. 

7660.  (1)  All  questions  of  taxation  touch  closely  the 
industrial,  commercial  and  financial  interests  repre- 
sented by  the  Chambers  of  Commerce  throughout  the 
country  and  the  Empire,  and  they  have  received  close 
attention  at  the  hands  of  the  Executive  Council  of 
the  Association  of  British  Chambers  of  Commerce. 
Of  that  Association  1 was  president  for  six  years, 
retiring  from  office  a few  months  ago  in  favour  of 
Mr.  Manville,  M.P.,  who  is  himself  a member  of  the 
Royal  Commission.  I have  myself  been  closely  in- 
volved in  much  of  the  Association’s  consideration  in 
committees  of  all  taxation  questions  for  many  years, 
and  as  president  and  otherwise  have  frequently  taken 
part  in  deputations  before  and  discussions  with  the 
Chancellor  of  the  Exchequer,  the  President  of  the 
Board  of  Trade,  and  heads  of  Government  Depart- 
ments. The  preparation  of  the  evidence  to  be 
tendered  on  behalf  of  the  Association  before  this  Com- 
mission was  entrusted  to  a specially  selected  committee 
of  which  I am  a member  and  of  which  Mr.  G.  W. 
Currie  has  acted  as  chairman.  All  the  other  members 
of  the  committee  have  had  prolonged  practical  and 
professional  experience  of  dealing  with  the  interests 
under  discussion,  and  with  your  permission  evidence 
will  be  tendered  upon  separate  points  by  separate 
witnesses.  The  whole  evidence  has,  however,  been 
prepared  by  the  witnesses  and  other  members  of  the 
special  committee  sitting  together. 

Mr.  Currie,  who  will  follow  me  as  a witness,  will 
explain  the  allocation  of  the  evidence  and  deal  with 
certain  of  the  points  himself ; the  other  witnesses  will 
then  follow. 

7661.  (2)  I may  add  that  I am  given  to  understand 
that  the  views  expressed  by  each  of  these  witnesses 
represent  a unanimous  and  agreed  view  on  the  part 
of  the  Association’s  special  committee.  In  forming 
their  conclusions  they  had  before  them  statements  of 
the  views  of  a great  majority  of  their  individual  con- 
stituent Chambers  throughout  the  country.  As  was 
to  be  expected,  there  is  divergence  of  opinion  between 
these  numerous  Chambers  upon  quite  a number  of 
points,  but  on  many  important  points  there  is  no 
difference.  In  any  case,  there  is  not  upon  any  point 
of  material  importance  any  divergence  of  opinion 
worth  mentioning  amongst  the  members  of  this 
special  committee. 

/G62.  v3)  The  points  which  I myself  as  a witness 
have  been  asked  to  deal  with  are  three  in  number. 
Firstly  • the  effect  upon  trade  of  a very  heavy  rate  of 
Income  Tax.  Secondly:  sundry  proposals  urged  in 
certain  quarters  that  employers  of  labour  should  be 
made  use  of  as  tax-collectors  on  behalf  of  the  Govern- 
ment; and  thirdly:  the  whole  of  the  questions  which 
have  come  to  be  referred  to  shortly  as  Duplicate 
Income  l’a> 


7663.  (4)  Firstly:  Heavy  rate  of  tax.— The  commit- 
tee’s resolution  on  this  point  reads  as  follows:  — 
Burden  of  Increased  Taxes:  Their  effect  upon 
trade : Resolved  : — 


The  Committee  is  of  opinion  that  a very  heavv 
rate  of  Income  Tax  is  a great  discouragement  to 
enterprise  and  to  trade  developments;  that  it 
tends  to  the  expulsion  of  capital  from  the  country ; 
that  for  both  of  these  reasons  and  in  every  way 
it  causes  restraint  of  trade  and  enterprise  and 
re-acts  unfavourably  upon  the  yield  of  the  Income 
Tax  itself.  The  committee  wishes  to  assure  the 
Government,  however,  that  if  heavy  Income  Tax 
is  unavoidable  the  commercial  community  will 
shoulder  the  burden.  It  is  anxious,  however,  that 
the  burden  be  distributed  as  equitably  and 
assessed  as  simply  as  possible,  and  urges  upon  the 
Government  that  the  mere  fact  that  Incomo  Tax 
is  easily  collected  as  compared  with  many  other 
ways  of  raising  money  should  not  be  regarded 
as  a reason  for  placing  almost  complete  reliance 
upon  it;  on  the  contrary,  the  committee  urges 
that  other  methods  of  raising  money  be  carefully 
considered  and  exhausted. 

1 have  been  engaged  in  manufacturing  activities 
all  my  life,  and  have  no  hesitation  in  supporting  the 
committee’s  resolutions. 

I am  satisfied  that  in  many  cases  people  will  not 
extend  their  businesses  or  go  into  new  enterprises  if 
too  large  a proportion  of  their  profits  has  to  be  paid 
away  in  Income  Tax.  I do  not  need  to  argue  this 
point,  as  I am  sure  it  will  be  in  the  minds  of  the 
members  of  the  Royal  Commission. 


7664.  (5)  Secondly : Collection  of  tax  by  employers. 
—Un  this  point  the  opinion  of  the  Associated 
Chambers  is  altogether  against  any  such  use  being 
made  of  employers  of  labour.  It  is  notorious  that 
the  wage-earners,  their  Parliamentary  representa- 
ives,  and  their  political  advisers  would  entertain 
strong  objection  to  any  such  course,  and  I believe  the 
employers  throughout  the  country  are  altogether 
averse  to  it. 


...  ' iwumwuu  ciuupteu  Dy  the  com- 

mittee reads  as  follows : — 

(See  minute  of  meeting  of  24th  June,  1919.) 

The  Association  does  not  regard  with  favour 
any  suggestion  that  employers  of  'labour  should 
be  made  to  act  as  tax-collectors,  except,  perhaps 
in  cases  of  default,  and  then  only  on  a legal  order. 
Employers  of  labour,  in  cases  of  default,  cannot 
object  to  facilitate  prompt  and  proper  collection  nor 
do  they  object  to  supplying  the  necessary  information 
to  the  taxation  authorities  in  order  that  assessment 
notices  may  be  prepared.  Their  objection  is  to  being 
asked  to  act  as  tax-gatherers,  and  even  although  they 
were  to  be  paid  a commission  or  fee  for  collecting 
the  money,  their  objections  would  be,  in  no  wav 
overcome  or  even  affected. 


a,nd.  workpeople  are,  unfortunately,  sufficiently 
strained,  and  it  would  undoubtedly  strain  them  still 
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further  if  the  employers  were  compelled  to  act  as 
tax-collectors. 

7665.  (6)  Thirdly : Duplicate  tax. — The  committee 
agreed  to  recommend  : — 

That  adjustment  should  be  made  in  respect  of 
businesses  carried  on  in  the  Colonies  and  in  Allied 
Countries,  60  that  the  duplicate  tax  should  not 
be  greater  than  the  higher  rate  ruling  in  either 
country.  The  general  feeling  was  that  in  this 
connection  there  might  be  greater  difficulty  in 
securing  an  .improved  condition  with  regard  to 
foreign  countries  than  in  a question  with  our  own 
Colonies,  because  in  connection  with  the  former 
diplomatic  action  might  be  required. 

7666.  (7)  The  Association  of  British  Chambers  of 
Commerce  have  frequently  passed  resolutions  during 
past  years  on  this  subject,  and  have  made  representa- 
tions to  the  Chancellor  of  the  Exchequer,  requesting 
him  to  give  effect  to  them.  At  the  autumnal  meet- 
ing of  the  Association,  held  at  Newcastle-on-Tyne  in 
1912,  the  following  resolution  was  adopted : — 

That  the  charging  of  full  Income  Tax  in  the 
United  Kingdom  upon  profits  made  in  a foreign 
country  by  a firm  carrying  on  business  in  this 
country  is  unjust. 

At  the  annual  meeting  of  the  Association  in  1916 
the  following  resolution  was  carried  unanimously:  — 
That  in  the  interests  of  Imperial  trade  and 
oommerce,  and  of  the  unity  of  the  Empire,  it  is 
highly  essential  that  such  steps  should  be  taken  by 
the  British  Government  as  will  enable  immediate 
relief  to  be  given  from  the  imposition  of  Double 
Income  Tax  within  the  Empire. 

This  resolution  was  submitted  to  the  Chancellor  of 
the  Exchequer,  and  on  June  22nd,  1916,  a deputation, 
at  which  the  Association  was  represented,  waited  on 
the  Rt.  Hon.  W.  M.  Hughes,  Prime  Minister  of 
Australia,  who  in  his  reply  stated  that  he  realized 
the  injustice.  In  December,  1916,  the  Association 
was  represented  at  a deputation  to  the  Prime  Minister 
and  Finance  Minister  of  New  Zealand,  who  both 
expressed  hearty  agreement  with  the  views  of  the 
deputation  on  Duplication  within  the  Empire.  Sir 
Joseph  Ward  said  he  considered  it  vital  to  the  Empire 
that  this  question  should  not  be  allowed  to  continue 
on  its  present  basis.  At  the  annual  meeting  in  1918 
the  following  resolution  was  passed : — 

That  the  attention  of  H.M.  Government  should 
be  drawn  to  the  hardship  imposed  on  branches  of 
British  houses  in  Allied  Countries,  with  reference 
to  the  Excess  War  Profits  Taxes  which  are  pay- 
able in  the  country  where  the  branch  is  situated 
as  well  as  in  England.  It  is  suggested  that  an 
arrangement  similar  to  that  existing  for  those 
firms  having  branches  in  the  Dominions  should  be 
applicable  to  branches  of  English  firms  in  Allied 
Countries. 

Resolution  was  submitted  to  the  Treasury.  This 
question  has  been  pressed  upon  the  Association  from 
time  to  time  by  the  British  Chamber  of  Commerce  in 
Paris.  At  the  annual  meeting,  1919,  the  following 
resolution  was  unanimously  passed  : — 

That  the  present  system  of  duplicate  payment 
of  taxes  on  profits  of  business  and  on  incomes  of 
[This  concludes  the  evidence-in- 


individuals levied  by  this  country,  our  Dominions, 
and  our  Allies  is  unjust,  and  that  His  Majesty’s 
Government  be  urged  to  make  arrangements  with 
the  Governments  of  our  Dominions  and  our  Allies 
to  avoid  duplicate  payment  of  such  taxes. 

This  resolution  was  submitted  to  the  Chancellor  of 
the  Exchequer  and  a reply  dated  25th  April  was 
received  saying  that  this  was  a matter  for  the  con- 
sideration of  the  Royal  Commission  on  Income  Tax. 

7667.  (8)  The  evidence  already  submitted  by  Sir 
Frederick  Young,  Sir  James  Martin,  and  others,  in 
connection  with  Duplicate  Income  Tax  within  the 
Empire  has  been  perused  by  me,  and  I agree  entirely 
with  this  evidence,  and  it  is  unnecessary  for  me  to 
argue  this  point. 

I wish,  however,  to  urge  that  the  same  principle 
be  extended  to  businesses  in  the  countries  of  our 
Allies  in  the  war.  The  present  high  rate  of  Income 
Tax  and  Super-tax  are  undoubtedly  due  to  the  war, 
in  which  our  Allies  have  been  engaged  equally  with 
us.  The  Allied  Countries  have  had  to  increase  enor- 
mously thei--  taxes  in  consequence  of  war  costs,  and  it 
is  not  fair  that  businesses  in  Allied  Countries  should 
pay  taxes  which  cripple  enterprise  because  they  have 
branches  in  two  or  more  Allied  Countries.  The  only 
fair  course  is  that  such  a business  should  pay  up  to 
the  maximum  rate  in  either  country.  The  matter 
could  be  easily  arranged  between  the  Governments  of 
the  Allies  and  those  joint  enterprises  which  will  be  in 
future  a source  of  strength  and  security  to  our  present 
Alliance,  and  should  be  encouraged  and  not  made 
impossible. 

7668.  (9)  I know  several  cases  of  businesses  having 
joint  undertakings  where  it  is  at  present  being 
seriously  considered  whether  it  would  not  be  advis- 
able to  sell  the  foreign  enterprise  because  it  is  not 
worth  continuing  under  the  present  system  of  taxa- 
tion. My  firm  has  been  manufacturing  in  the  United 
States  for  over  30  years,  and  we  have  now  a large  and 
prosperous  business  there.  Considerable  business 
transactions  between  the  firm  in  America  and  the 
firm  in  England  have  taken  place,  and  profits  have 
been  remitted  here  regularly,  which  have  been  to  the 
advantage  of  this  country.  If  the  present  system  is 
to  be  continued  we  are  faced  with  the  alternative  of 
selling  this  business,  and  this  action  cannot  be  to  the 
advantage  of  this  country. 

7669.  (10)  The  facts  as  to  the  United  States  Revenue 
Act  have  been  placed  before  you  fully  by  Messrs. 
Singer  and  Sir  James  Martin,  and  also  the  clause  in 
that  Act  as  to  reciprocal  treatment  has  been  given 
you  in  Sir  James  Martin’s  evidence,  so  I do  not  need 
to  repeat  these  matters,  but  I urge  most  strongly 
that  the  present  system  is  injurious  to  British  in- 
terests, and  should  be  altered.  There  is  no  doubt 
that  it  would  be  to  the  advantage  of  this  country  to 
attract  American  capital  to  our  industries,  but  it  is 
very  unlikely  that  American  firms  would  manufacture 
here  unless  such  an  arrangement  as  is  foreshadowed 
in  the  United  States  Revenue  Act  is  made.  It  must 
be  apparent  that  it  would  be  more  remunerative  to 
manufacture  in  America  and  ship  the  goods  here. 
The  same  point  applies  to  France  and  Italy,  both  of 
which  countries  are  desirous  of  attracting  British 
capital  to  replace  that  from  Germany  which  has 
formerly  been  utilised  there. 

chief  of  Sir  A.  F.  Firth.2 


Evidence  to  be  submitted  by  Mr.  George  W.  Currie, 
Chairman  of  the  Special  Income  Tax  Committee 
of  the  Association  of  British  Chambers  of  Com- 
merce, sometime  Member  of  the  Munitions  Con- 
tract Board,  and  Assistant  Comptroller  of 
Accounts  in  the  Ministry  of  Munitions. 

7670.  I practised  for  27  years  as  a chartered 
accountant  in  Edinburgh,  where  I was  senior  partner 
in  the  firm  of  Martin,  Currie  & Co.  I have  travelled 
extensively  in  connection  with  financial  business  in  the 
United  States,  South  America  and  Canada,  and  have 
in  this  way  had  some  opportunity  of  considering 
questions  of  taxation  from  points  of  view  other  than 
those  strictly  British.  I was  for  some  time  President 
of  the  Scottish  Society  of  Economists  and  for  a num- 
ber of  years,  particularly  whilst  sitting  in  Parliament, 


I was  closely  associated  with  the  interests  of  Chambers 
of  Commerce  in  connection  with  Budget  arrangements 
and  taxation  generally.  I was  asked  by  Mr.  Edward 
Manville,  M.P.  (President  of  the  Association  of 
British  Chambers  of  Commerce),  to  act  as  Chairman 
of  the  Committee  specially  constituted  to  prepare 
evidence  on  behalf  of  the  Chambers  of  Commerce 
generally  to  be  brought  before  the  Royal  Commission. 

The  Committee  regard  simplification  of  assessment 
as  a very  great  end  to  be  aimed  at  in  itself,  and  the 
general  views  of  the  Chambers  of  Commerce  have  been 
carefully  collated  on  this  point.  With  those  views 
before  them  the  Committee  have  arrived  at  certain 
conclusions  and  have  asked  their  colleague,  Mr.  H. 
Lakin-Smith,  who  is  a chartered  accountant  practis- 
ing in  Birmingham  and  in  London,  to  submit  the 
whole  of  the  evidence  regarding  simplification. 
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On  one  particular  point,  viz.,  the  problems  con- 
nected with  and  arising  out  of  the  three  years’ 
average  system  under  Schedule  D,  Mr.  Stewart 
Blacker  Quin,  President  of  the  Institute  of  Chartered 
Accountants  in  Ireland,  is  prepared  to  submit  our 
views. 

7671.  Upon  the  whole  question  of  depreciation,  Mr. 
G.  P.  Norton,  of  Huddersfield,  who  gave  evidence  on 
behalf  of  a deputation  from  the  Associated  Chambers 
of  Commerce  to  the  Chairman  of  the  Board  of  Inland 
Revenue  in  connection  with  those  particular  questions 
in  November,  1913,  has  been  entrusted  with  the 
presentation  of  our  views,  in  oo-operation  with 
Mr.  Harry  D.  Leather,  chartered  accountant,  of 
Leeds.  Beyond  saying  that  the  Committee  attach  the 
greatest  importance  to  more  reasonable  and  ample 
allowances  being  made  in  this  connection,  I do  not 
wish  to  anticipate  the  evidence  of  these  gentlemen  in 
any  way.  The  discussion  in  1913  was  a very  full  one, 
but  the  experience  of  the  administration  of  the  Excess 
Profits  Duty  during  the  war  has  thrown  a great  deal 
of  additional  light  upon  problems  of  depreciation, 
obsolescence,  wasting  assets,  &c.  [see  App.  No.  18.] 

In  connection  with  a number  of  the  items  which  I 
and  my  colleagues  touch  upon,  the  remark  applies 
that  it  is  very  difficult  to  develop  and  insist  upon 
some  views  in  detail;  that  is  to  say,  the  treatment 
of  one  point  very  often  hangs  upon  the  treatment  of 
quite  a number  of  others,  and  in  questions  of  admini- 
stration it  is  realized  that  no  decision  can  be  taken 
except  with  the  guidance  and  assistance  of  the 
administering  authorities. 

The  points  upon  which  my  colleagues  have  asked  me 
to  tender  evidence  may  be  summarized  as  follows : — 

7672.  (1)  Exemptions,  allowances,  abatements  and 
reliefs. — We  would  approve  of  a wider  and  more  liberal 
treatment  in  this  direction ; the  material  increase  in 
the  cost  of  living  should  be  reflected  in  the  weight 
of  the  Income  Tax  upon  moderate  incomes;  the 
present  system  of  giving  graduated  reliefs  up  to  £700 
should  be  extended,  and  the  extension  might  very  well 
he  carried  up  to  £1,000  or  £1,500  per  annum.  We 
sympathize  with  the  evidence  tendered  by  the  officials 
of  the  Board  of  Education  and  by  the  Secretary  of 
the  Board  of  Inland  Revenue  as  to  more  liberal 
treatment  in  those  directions  and  in  particular  in 
connection  with  money  spent  upon  education. 

As  to  the  total  exemption  limit  at  the  bottom  of  the 
scale,  we  think  that  a deduction  of  this  kind  should 
be  made  from  every  assessment,  altogether  irrespec- 
tive of  the  amount  of  the  inoome  in  question.  It 
should  be  made  from  rich  and  poor  alike.  As  to  the 
figure  to  be  selected,  we  have  considered  whether  it 
should  be  £130,  as  at  present,  £160  as  formerly,  £200 
or,  as  suggested  in  other  quarters,  £250  per  annum. 
This  figure,  whatever  it  is,  should  be  fixed  with 
reference  to  the  whole  of  the  reliefs,  abatements  and 
graduations  to  be  brought  into  force.  We  do  not 
think  that  a figure  of  this  kind,  which  is  meant  to 
correspond,  roughly,  to  the  wages  of  subsistence,  can 
ever,  at  any  given  point  of  time,  be  fixed  in  advance 
for  all  time  or  for  any  considerable  number  of  years 
ahead — it  is  a sort  of  index  figure.  Assuming,  how- 
ever, that  the  cost  of  living  is  to  remain  at  anything 
like  its  present  level  for  a considerable  period  of 
years,  we  think  that  there  might  be  an  exemption 
from  every  assessment  of  £200  per  annum.  We  sug- 
gest this  figure  bearing  in  view  the  scale  of  allowances 
for  dependants  which  are  in  force  at  the  present 
moment.  Whatever  figure  be  fixed  upon,  it  will  pro- 
duce slightly  varying  results  as  between  different 
parts  of  the  country ; this  is  unavoidable. 

7673.  (2)  Collection  at  source — This  method  is  the 
sheet-anchor  against  evasion,  and  we  regard  any  sug- 
gestion that  it  should  be  abandoned  as  out  of  the  ques- 
tion. We  think  the  plan  adopted  in  the  new  Govern- 
ment Loan  of  not  deducting  tax  from  dividends  on 
small  holdings  through  the  Post  Office  is  a considerable 
step  in  the  direction  of  alleviating  inconvenience  and 
hardship  to  prospective  claimants  for  refund  of  tax, 
and  we  should  welcome  any  further  devices  of  the 
same  kind.  They  will  be  more  welcome  than  ever  if, 
as  one  of  our  witnesses  is  to  suggest,  Income  Tax  and 
Super-tax  are  merged  for  the  future. 

7674.  (3)  Adequate  information  to  be  placed  at  dis- 
posal of  officials.— We  think  that,  for  the  purpose  of 


ascertaining  the  liability  for  Income  Tax,  every  trader 
should  keep  accounts  in  proper  form  and  produce 
balance  sheets  and  profit  and  loss  accounts  when  called 
upon  to  do  so ; we  are  not  in  favour  of  extending  to 
traders  who  do  not  keep  proper  accounts  any  of  the 
benefits  of  the  sundry  reliefs  and  abatements  allowed 
under  the  Acts. . As  a further  practical  suggestion, 
we  wish  to  say  that  although  we  believe  that  fraudu- 
lent returns  of  a really  gross  nature  are  very  few  and 
far  between,  they  have,  in  the  unanimous  opinion  of 
the  Committee,  been  unpleasantly  in  evidence  from 
time  to  time.  We  consider  that  every  possible  step 
should  be  taken  to  extirpate  and  punish  conduct  of 
this  kind,  and  we  would  support  a requirement  that 
every  trader,  whether  company,  firm  or  individual,  be 
required  to  produce  a certificate  signed  by  himself 
(and  not  merely  by  his  auditors)  to  the  Surveyor  in 
a form  to  be  agreed  upon,  certifying  in  specific  terms 
that  all  business  transactions  have  been  declared,  and 
that  all  the  accounts  and  valuations  produced  are  true 
and  correct.  The  certificate  should  include  a state- 
ment that  the  valuation  of  the  stock-in-trade  is  true 
and  correct,  both  as  to  quantities  involved  and  the 
bases  of  valuation  adopted.  We  believe  that  such  a 
requirement  would  serve  a useful  purpose. 

The  interest  paid  by  banks  on  deposit  receipts  was 
in  previous  years,  aooording  to  the  best  of  our  in- 
formation, very  often  omitted  from  returns.  Prob- 
ably the  war  has  done  much  to  remedy  this,  as 
taxpayers  were,  as  a rule,  unwilling  to  shirk  liability. 
Such  a return  as  we  suggest  might  contain  a place 
for  deposit  receipt  interest,  so  that,  except  by  dis- 
honesty or  very  gross  carelessness,  the  omission  of 
this  item  would  not  take  place. 

We  are  prepared  to  support  a very  severe  stiffening 
in  every  direction  of  the  penalties  to  be  enforced  for 
fraudulent  oonduct. 

7675.  (4)  Assessment  of  farmers. — We  think  it  is  in- 
tolerable that  farmers  should  not  pay  on  their  full 
earnings  like  other  people.  The  change  introduced  by 
Mr.  Bonar  Law  two  years  ago  was  a great  improve- 
ment, but  the  position  existing  is  still  quite  unsatis- 
factory. If  the  community  decide  that  it  is  in  the 
public  interest  to  give  certain  assistance  to  farmers 
it  should  be  done  in  some  other  way  than  by  wrenching 
and  twisting  the  Income  Tax  system  which,  when 
once  revised  and  established,  should  not  be  regarded 
as  an  ordinarily  available  means  of  effecting  what 
may  be  described  as  outside  objects.  Unless  some 
attempt  is  made  to  regard  the  Income  Tax  system 
as  one  existing  for  its  own  ends,  we  think  it  quite 
likely  that,  10  or  15  years  hence,  the  whole  position 
will  be  as  oonfused  and  difficult  to  understand  as  that 
which  we  are  now  engaged  in  revising. 

7676.  (5)  Assessment  of  connected  businesses  and 
rights  of  set-off. — We  have  received  numerous  com- 
plaints of  hardship  in  this  connection.  The  principle  we 
are  prepared  to  support  is,  that  profits  and  losses  should 
be  pooled  where  substantially  a true  connected  owner- 
ship exists.  We  do  not  regard  a 61  per  cent,  holding 
as  sufficient  for  this  purpose  where  a connection  exists 
between  two  companies;  on  the  other  hand,  it  seems 
scarcely  right  that  the  existence  of  perhaps  one 
shareholder,  or  a group  of  holders  not  representing 
more  than  a few  points  per  cent,  of  the  total  capital 
at  stake,  should  be  regarded  as  defeating  a right  of 
set-off. 

7677.  (6)  Assessment  of  Life  Assurance  business. — 
We  think  in  a general  way  that  the  existing  relief 
regulations,  which  were  revised  by  Parliament  recently, 
may  very  well  be  left  as  they  are.  We  scarcely  think 
that  a taxpayer  in  the  Super-tax  category  can  be 
regarded  as  entitled  to  this  kind  of  special  induce- 
ment to  thrift.  Wo  think,  however,  that  as  leading 
actuaries  are  to  give  evidence  before  the  Commission 
it  is  unnecessary  for  the  Chambers  to  enter  into 
details. 

7678.  (7)  Treatment  of  Co-operative  Societies. — We 
endorse  the  statement  made  to  the  Commission  by  Sir 
James  Martin,  J.P.,  on  behalf  of  the  London  Chamber 
of  Commerce,  on  the  3rd  instant,  that  when  certain 
of  such  societies  received  treatment  in  a special 
method  of  assessment  it  was  not  in  contemplation  that 
they  would  ever  develop  such  a large  trade  with  the 
outside  public  as  they  now  transact.  We  are  aware 
that  a good  many  exaggerated  statements  as  to  the 
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proportion  of  their  trade  represented  by  this  outside 
business  are  not  infrequently  made,  but  we  believe 
that  it  is  at  all  events  a substantial  amount  and  that 
it  is  increasing.  We  think  this  point  requires  action 
as  a matter  of  justice.  We  think  it  is  clear  also  that 
a society  might,  if  it  chose  to  take  so  much  trouble, 
so  arrange  its  accounts  and  affairs  as  to  avoid  showing 
a surplus  at  all  at  the  end  of  a year.  We  particu- 
larly wish  to  disclaim,  on  behalf  of  the  Chambers  of 
Commerce,  all  desire  to  interfere  with  what  may  be 
called  the  domestic  affairs  of  Co-operative  Societies, 
e.g.,  the  prices  at  which  they  may  sell  their  goods;  the 
amount  of  dividend  they  pay  to  their  members;  and, 
in  fact,  the  disposition  they  may  make  of  any  of  their 
funds.  Further,  we  regard  it  as  immaterial  what 
answer  is  returned  to  the  question  of  whether  the 
surpluses  of  those  societies  are  exactly  of  the  same 
nature  and  composition  as  the  profits  resulting  from 
ordinary  trade  operations;  because,  whether  they  are 
so  or  not,  we  feel  that  the  large  operations,  of  which 
they  are  the  result,  are  conducted  in  competition 
with,  and  result  in  the  displacement  of,  ordinary 
trade,  which  would  otherwise  be  conducted  on  an 
Income  Tax  paying  basis.  We  think  that  if  a society 
has  a turnover  of  say  one  million  pounds  sterling  a 
year  it  should  be  deemed  to  have  incurred  a liability 
for  a fair  share  in  the  cost  of  the  nation’s  upkeep 
roughly  corresponding  to  the  magnitude  of  its  opera- 
tions. In  our  view,  not  much  reliance  can  properly 
be  placed  in  this!  connection  upon  the  number  of  mem- 
bers enrolled  in  any  society — an  index  is  rather  to  be 
sought  in  the  amount  of  tax-bearing  trade  displaced 
by  its  operations. 

7679.  (8)  Distinction  between  earned  and  unearned 
income.— On  this  point  our  view  is  that  without  dis- 
cussing the  question  of  whether  and  how  far  there 
is  a fundamental  distinction  between  earned  and 
unearned  income,  there  is  an  equitable  case  for  main- 
taining a working  distinction  between  them  so  far  as 
incomes  which  may  be  described  as  small  or  even 
moderate  are  concerned.  A point  to  be  noted  is  that 
if  better  graduations  are  adopted  some  relief  would 
by  that  means  be  granted  to  all  small  incomes  in  any 
case;  and,  of  course,  both  widows  and  families  living 
on  the  revenue  of  comparatively  small  funds  and  the 
smaller  class  of  earners  would  be  benefited. 

7680.  (9)  Assessment  of  married  persons There  is 

a great  deal  of  substance  in  the  contention  that  it 
would  be  better  to  assess  married  persons  separately; 
we  believe  this  to  be  so  especially  in  the  case  of  per- 
sons not  of  large  means,  say  up  to  the  point  at  which 
Super-tax  now  begins  to  be  exigible.  No  such  separa- 
tion, however,  would  be  equitable  to  the  general  body 
of  taxpayers  unless  adequate  safeguards  were  intro- 
duced against  sundry  forms  of  evasion  or  avoidance; 
for  instance,  a man  with  an  income  of  £20,000  a year 
should  not  be  able  so  to  arrange  matters  as  to  repre- 
sent that  his  family  has  two  separate  incomes  of 
£10,000  each,  to  the  effect  that  the  whole  £20,000 
would  be  taxed  at  the  £10,000  rate.  We  advance 
this  view  taking  it  for  granted  that  a genuine  system 
of  graduations  will  be  introduced  which  will  make 
incomes  of  £20,000  or  £50,000  a year  liable  for  a 
heavier  rate  of  tax  than  incomes  of  £10,000  a year. 
The  present  system  always  informs  a husband  how  his 
wife  stands,  but  tells  a wife  nothing  about  the 
husband. 

If  a separation  be  made,  it  might  be  necessary  to 
make  some  special  provision  for  the  assessment  of  the 


Supplementary  memorandum  illustrating  how  sugges- 
tions made  in  Mr.  Currie’ s evidence  would  work 
out  in  practice. 

7683.  (1)  The  following  is  a rough  memorandum 
to  illustrate  my  evidence.  The  general  idea 
is  to  make  concessions  at  the  bottom  of  the 
scale  and  to  find  compensation  for  the  same  by 
increasing  the  burden  at  the  top.  To  all  intents 
and  purposes  these  suggestions  would  not  have 
any  effect  upon  incomes  occupying  a middle  position 
in  the  scale,  i.e.,  upon  incomes  between  £1,500  and 
£5,000  per  annum. 

7684.  (2)  To  cancel  all  assessments  up 

to  the  £200  point  would  cost,  say,  £4,800,000 


income  from  the  funds  of  a deceased  spouse  whose 
income  continued  after  death  to  be  used  for  family 
purposes.  Apart  altogether  from  these  considerations, 
we  wish  it  noted  that  representations  have  been  made 
to  us  as  to  the  undesirability  of  it  being  practically 
necessary  to  reveal  to  a business  man’s  partners  in- 
formation as  to  the  financial  position  of  his  wife. 

In  connection  with  this  whole  point  we  feel  that  to 
a considerable  extent  the  movement  in  favour  of  the 
separate  assessment  of  married  persons  has  its  real 
origin  not  altogether  in  considerations  touching  the 
general  rights  and  position  of  women,  but  very  largely 
in  a feeling  that  an  income  of  say  £400  a year  belong- 
ing half  to  a man  and  half  to  his  wife  is  unduly 
heavily  taxed  in  any  case. 

7681.  (10)  Sundry  claims  that  certain  expenses  of 
one  kind  and  another  should  be  allowed  as  deductions 
in  computing  liability  for  tax. — We  are  not  prepared 
to  support  the  claim  sometimes  put  forward  that 
every  charge  recognized  in  business  circles  as  a 
reasonable  trade  charge  upon  the  profit  and  loss 
account  should  be  allowed  as  deductible  by  the  Inland 
Revenue ; nor  do  we  think  that  the  cost  of  the  removal 
of  business  premises  where  such  removal  is  of  a non- 
compulsory  nature  from  one  place  to  another  can 
reasonably  be  claimed.  On  the  whole  we  think  that 
the  statement  which  Sir  Matthew  Nathan  made  in 
November,  1913,  to  a Deputation  from  our  Association 
was  not  unfair.  We  do  not  think  that  depreciation 
of  patents  can  be  claimed,  but  this  rather  falls  to 
Mr.  Norton,  another  witness,  to  deal  with.  We  do 
not  put  forward  a claim  that  the  flotation  expenses  of 
a joint  stock  company  or  expenses  incurred  by  traders, 
whether  companies  or  individuals,  in  borrowing  money 
should  be  pressed  for.  We  support  very  strongly, 
however,  the  evidence  that  is  to  be  given  by  Mr. 
Norton. 

7682.  (11)  General. — In  conclusion  we  wish  to  say 
that  we  are  aware  that  many  if  not  all  of  the  above  con- 
tentions represent  concessions  desired  by  certain  tax- 
payers at  the  expense  of  the  general  body  of  taxpayers. 
We  accept  the  logical  conclusion  that,  assuming  the 
requirements  of  the  country  to  remain  at  their  present 
point  every  one  of  these  concessions  means  an 
increased  general  rate  of  taxation.  On  the  other 
hand,  we  think  the  contentions  are  just  and  reason- 
able and  that  a simpler  system  of  administration 
would  in  itself  result  in  more  effective  collection  and 
more  successful  elimination  of  fraud.  In  addition  to 
this  we  think,  looking  at  the  figures  in  the  White 
Paper*  published  by  the  Board  of  Inland  Revenue 
the  other  day,  that  much  if  not  all  of  the  amount 
involved  in  these  concessions  could  be  made  good  by 
continuing  the  process  of  graduations  beyond  the 
£10,000  point  at  which  for  the  present  it  stops.  We 
observe  from  the  White  Paper  that  there  appears  to 
be  in  the  hands  of  taxpayers,  everyone  of  whose 
income  exceeds  £5,000  a year,  a taxable  income  of 
just  under  three  hundred  millions  a year;  and  that 
there  is  in  the  hands  of  persons  whose  incomes  exceed 
such  a_  very  substantial  figure  as  £20,000  a year, 
approximately  one  hundred  and  twenty  millions  a 
year.  At  the  other  end  of  the  scale  we  observe  that 
the  total  produce  of  Income  Tax  last  year  paid  by 
persons  whose  incomes  in  no  case  exceeded  £300  a year 
was  something  less  than  twelve  million  pounds.  The 
aggregate  sum  collected  up  to  the  £200  level  was  only 
four  and  a-half  millions. 


• Cmd.  224  of  1919. 


According  to  the  recent  White 
Paper  the  number  of  incomes  not  ex- 
ceeding £200  in  this  country  is 
3,600,000,  and  of  these  1,890,000  are 
removed  altogether  from  the  tax-paying 
category  by  the  various  abatements. 
This  leaves  1,720,000  people  to  pay  the 
above  sum,  the  average  assessment  being 
about  £2  16s.  a year,  say  Is.  a week, 
per  taxpayer. 

7685.  (3)  The  next  category  to  be  dealt 
with  is  that  of  incomes  between  £200 
and  £1,000.  The  reliefs  we  propose  on  in 
comes  in  this  category  would  need  to  be 
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made  applicable  partly  by  graduated 
rates  of  assessment  dependent  on  the 
size  of  the  income  involved  and  partly 
with  reference  to  the  number  of  children 
in  a family,  (fee.  But,  taking  these  two 
kinds  of  reliefs  together  in  a rough 
attempt  to  find  out  how  much  money  is 
involved,  the  cost  might  perhaps  be  put 
at  £13,860,000 

7686.  (4)  The  number  between  £200 
and  £1,000  taxed  at  present  is  1,461,400, 
and  between  them  they  paid  last 
year  £46,205,000.  To  remit  30  per 
cent,  of  this  amount  would  be  a fairly 
substantial  relief  and  would  cost  the 
above  figure  of  £13,860,000.  A cash  re- 
turn to  them  of  this  amount  is  equiva- 
lent at,  say,  the  3s.  rate,  to  allowing  an 
additional  abatement  in  respect  of  about 
£63,  so  that  a man  with  a wife  and  two 
children  (of  course,  some  have  more, 
some  less  and  some  none)  would  on 
such  a footing  get  £75  abatement  off 
for  these  three  persons,  as  at  present, 
and  £63  being  a further  £21  for  each 
of  them;  in  other  words,  the  £25  would 
be  increased  to  £46.  Alternatively  a 
portion  of  the  relief  might  be  expressed 
as  a graduated  reduction  all  round. 

7687.  (5)  Going  further  up  the  scale 
we  come  to  incomes  between  £1,000 
and  £1,500  a year.  Of  these  there 
are  in  this  country  91,800,  pay- 
ing between  them  £22,400,000  per 
annum.  They  might  receive  a con- 
cession representing  a return  upon  the 
tax  at  present  paid  by  each  taxpayer 
of  15  per  cent.  The  average  assessment 
paid  by  this  class  is  about  £244  of  tax 
each  per  annum  ; so  that  the  average 
return  cheque  in  this  class  would  come 
to  about  £36.  This  at  the  5s.  rate  of 
tax  is  equivalent  to  an  abatement  of 
between  £140  and  £150,  say  £144,  and 
would  represent  a substantial  attempt  to 
relieve  the  professional  and  smaller  mer 
cantile  man  of  a portion  of  his  educa- 
tional expenditure;  it  would  be  equiva- 
lent, for  example,  to  exempting  from  tax 
one-half  of  the  school  bills  for  a couple 
of  boys  or  girls  at  a Public  School.  The 

cost  to  the  Revenue  would  appear  to  be  3,360,000 


These  three  concessions  would  thus 
cost  £22,020,000 

7688.  (6)  Separate  assessment  of  mar- 
ried women  would  certainly  cost  the  Ex- 
chequer a good  deal;  Mr.  Chamberlain 
intimated  in  the  House  that  it  might 
cost  six  or  eight  millions  just  now  and 
more  than  twice  that  sum  eventually. 

Our  evidence  shows  that  we  think  a 
portion  of  the  claims  might  be  met,  and 
for  the  purpose  of  this  rough  memo- 
randum perhaps  we  might  take  a figure 
of,  say,  3,000,000 


Including  this  proposal  the  reliefs  will 
cost  £25,020,000 

Say,  a round  £25,000,000  a year. 

7689.  (7)  Passing  upwards  and  leaving 
in  their  present  position  incomes  be- 
tween £1,500  and  £5,000,  it  is  obvious 
that  we  must  look  for  compensation  in 
the  upper  Super-tax  region.  The  in- 
creases here  should,  we  have  suggested, 
be  carefully  graduated  from  top  to 
bottom,  but,  for  the  purposes  of  this 
rough  memorandum,  let  us  divide  Super- 
tax incomes  into  two  categories,  one 
lying  between  £5,000  and  £50.000  a year 
and  the  other  between  £50,000  and  the 
top  of  the  scale,  whatever  that  may  be. 

The  White  Paper  [Cmd.  224  of  1919] 
does  not  specify  higher  figures  than 
£100,000  a year — there  being  148  in- 


comes each  exceeding  that  figure, 
whereof  between  one-third  and  one-half 
have  entered  that  category  during  the 
war,  and  no  less  than  53  during  the  last 
two  years  according  to  the  Treasury 
particulars.  The  payers  of  Super-tax  at 
present  between  £5,000  and  £50,000 
slightly  exceed  22,000  in  number,  and 
they  pay  between  them  £28,500,000.  If 
their  burden  were  increased  to  the  extent 
of  50  per  cent,  it  would  bring  in.  £14,250,000 

And  going  on  to  those  with  incomes 
over  £50,000  a year,  I see  from  the 
White  Paper  that  there  are  of  such 
people  540  in  the  country,  who  pay  be- 
tween them  Super-tax  per  annum  to  the 
extent  of  a little  over  £10,000,000.  Our 
proposals,  if  our  calculations  are  to 
balance,  would  involve  doubling  the 
burden  upon  them,  so  as  to  bring  in  to 
the  Exchequer,  per  annum,  £10,000,000 


These  two  additional  burdens  to- 
gether bringing  in  a further  £24,250,000 

We  have  no  information  as  to  the 
amounts  up  to  which  the  148  individual 
incomes  run,  but  logical  adherence  to 
the  principle  of  graduation  would  in- 
volve quite  a number  of  them  in  some- 
thing further,  and  at  this  point  I enter 
a conjectural  figure  of  750,000 


in  respect  that  large  sums  of  profits 
were  not  taxed  at  all  during  the  war. 

Bringing  the  total  extra  burdens  in 
question  up  to  £25,000,000 

The  two  sides  of  the  account  now  balance. 

7690.  (8)  The  graduation  of  figures  above  adopted  is, 
of  course,  quite  rough,  but  it  shows  the  principle,  and  it 
could  be  worked  out  in  a fairly  smooth  curve.  It 
arrives,  at  the  top,  at  an  income  representing  a 
merged  tax  and  Super-tax  of  15s.  in  the  £,  and  I 
observe  that  to  tax  an  income  of  £100,000  at  15s.  and 
one  of  £150,000  at  16s.  is  equivalent  to  taxing  the 
excess  £50,000  at  the  rate  of  90  per  cent. 

7691.  (9)  It  is  feared,  however,  that  if  you 
are  to  have  exemptions  up  to  £200,  to  make 
an  attempt  to  give  some  substantial  relief  be- 
tween that  point  and  £1,000  a year,  and  to 
give,  at  all  events,  some  relief  beyond  that 
up  to  £1,500,  the  principle  of  graduation  would  force 
the  top  rate  of  tax  up  to  something  like  15s.,  assum- 
ing, as  we  are  told  to  assume,  that  the  Exchequer  has 
no  money  to  give  away.  Had  there  been  no  Excess 
Profits  Duty  in  force  last  year  the  ordinary  tax 
(including  Super-tax)  would  have  required  to  be  some- 
thing between  11s.  6d.  and  13s.,  graduation  stopping 
at  £10,000.  There  are,  however,  portions  of  our 
evidence  which  point  to  the  possibility  of  saving  a good 
deal  of  money,  which  might  make  the  position  a little 
less  burdensome.  For  instance,  simplification  might 
stop  fraud  to  a great  extent.  I suspect  that  a good 
deal  of  money  is  passed  into  the  accounts  of  manufac- 
turing concerns  as  repairs  which  a stricter  examina- 
tion would  reject.  I am  unable  to  say  what  the  cost 
to  the  Exchequer  of  meeting  Mr.  Norton’s  demands 
for  more  liberal  depreciation,  (fee.,  which  I consider 
are  thoroughly  reasonable,  would  be ; but  I think  that 
if  the  granting  of  a concession  in  this  direction  were 
accompanied  by  more  thorough  auditing,  the  cost  to 
the  country  would  not  be  so  large,  and  I see  no  reaso.i 
to  think  that  the  better  collection  which  would  ensuo 
as  a result  of  simplification  of  the  whole  system  would 
not  save  at  least  five  million  pounds  a year.  I think 
indeed  it  might  save  a very  much  larger  sum.  Nor 
am  I able  to  put  a figure  upon  the  extent  to  which 
increased  sums  might  bo  recovered  by  the  more  equit- 
able assessment  of  farmers,  but  looking  to  the  prices 
that  farmers  are  eager  to  pay  for  sound  "farming 
properties  at  present  I can  only  say  that  I think  the 
sum  would  work  out  at  a figure  large  enough  to  affect 
materially  the  above  estimates.  Before  the  war 
Schedule  A used  to  yield  one-fourth  of  the  whole  assess- 
ments. It  is  true  that  taxation  at  largely  increased 
rates  would  discourage  and  probably  lead  to  retire- 
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ment  from  business,  especially  amongst  older  men,  of 
a considerable  number  of  individuals,  the  bulk  of 
whom  perhaps  might  have  to  retire  from  business 
within  the  next  10  or  15  years  in  any  case.  On  the 
other  hand  the  relief  and  encouragement  proposed  to 
be  given  to  persons  far  lower  down  on  the  scale  would, 
by  parity  of  reasoning,  make  them  work  all  the  harder, 
so  that  perhaps  one  would  balance  the  other. 


7692.  (10)  The  risk  that  capital  might  leave  the 
country  is  a large  one  unless  steps  are  taken  to  guard 
against  it.  For  several  years  before  the  war  a good 
deal  of  capital  was  going  abroad  to  escape  taxation. 
This  movement  was  undoubtedly  checked  a good  deal 
by  taxing  foreign  income,  and,  of  course,  it  remains 
to  be  seen  what  the  level  of  taxation  is  to  be  in  other 
countries. 


[This  concludes  the  evidence-  in-chief  of  Mr.  G.  W.  Currie.'] 


Evidence  to  be  submitted  by  Mr.  G.  P.  Norton, 
Chartered  Accountant,  Huddersfield. 

7693.  (1)  My  firm,  Messrs.  Armitage  & Norton, 
Chartered  Accountants,  of  Huddersfield,  Leeds, 
Bradford,  Halifax  and  London,  has  been  intimately 
associated  for  nearly  half  a century  with  textile 
industries.  I have  been  a member  of  the  Institute 
of  Chartered  Accountants  in  England  and  Wales 
about  38  years,  and  I am  the  senior  acting  partner 
of  my  firm.  In  1913  I gave  the  principal  evidence 
on  behalf  of  the  Associated  Chambers  of  Commerce 
at  a deputation  representing  the  Chambers  before 
the  Board  of  Inland  Revenue,  when  the  subject- 
matter  under  discussion  was  the  whole  system  of 
dealing  with  depreciation  of  buildings,  plant, 
machinery,  etc.,  for  Income  Tax  purposes. 

7694.  (2)  It  is  concerning  depreciation,  obsolescence, 
writing-off  of  expenditure  in  course  of  exhaustion 
and  replacement  of  wasting  assets  that  I propose  to 
give  evidence.  I am  a director  of  the  British  Dye- 
stuffs Corporation,  Ltd.,  and,  with  the  concurrence 
of  my  colleagues  on  that  Board,  I propose  to  illus- 
trate my  evidence  from  that  company’s  position. 

7695.  (3)  We  contend  that  the  general  principle 
should  be  adopted  that  allowances  should  be  granted 
in  respect  of  capital  used  up  or  exhausted  in  earning 
profits.  The  existing  practice  in  this  direction  is  not 
consistent,  and  is  insufficient  to  meet  equitably  the 
demands  of  modern  conditions. 

7696.  (4)  We  contend  that  this  principle  should 
apply  to  buildings  employed  as  works,  mills,  factories, 
etc.,  and  also  to  expenditure  on  shaft-sinking  and 
mining  developments.  An  arbitrary  line  cannot  in 
practice  be  drawn  between  buildings  and  plant.  The 
structure  of  a modern  factory  is  inseparable  from  and 
forms  part  of  the  whole  plant  and  equipment  of  a 
manufacturing  business. 

7697.  (5)  Allowance  is  granted  for  depreciation  of 
ships.  We  contend  there  is  no  adequate  reason  to 
distinguish  between  a factory  and  a ship  so  far  as 
depreciation  is  concerned.  Both  contain  engines, 
boilers  and  gearing  as  an  essential  part  of  their 
equipment. 

7698.  (6)  The  allowance  of  one-sixth  of  the  rack 
rent  to  cover  depreciation  of  trade  buildings 
is  altogether  insufficient.  As  a question  of  equity 
between  one  trader  and  another  all  properly  vouched 
expenditure  in  actual  repairs  ought  to  be  allowed. 
There  is  no  insurmountable  difficulty  in  deciding  what 
are  and  what  are  not  repairs. 

7699.  (7)  We  think  it  obvious  that  allowances  for 
obsolescence  should  be  granted  whether  or  not  the 
plant  is  actually  replaced,  or,  in  any  case  where  it 
applies,  whether  or  not  the  building  is  replaced.  To 
make  replacement  a stipulation  is  unreasonable  in 
itself,  and  in  modern  conditions  it  is  frequently  im- 
practicable to  apply  this  stipulation  to  actual  prac- 
tice. If  the  fact  of  obsolescence  be  admitted,  allow- 
ance should  follow  as  a matter  of  course. 

7700.  (8)  The  war  has  brought  about  altered  condi- 
tions and  has  revealed  to  all  what  many  leading  manu- 
facturers have  been  realizing  in  an  increasing  degree 
for  the  last  20  years,  viz. : that  manufacturing  pro- 
cesses can  only  be  carried  on  efficiently  when  out-of- 
date  machinery  is  continually  replaced  by  modern 


plant.  We  contend  that  it  is  most  undesirable  in 
the  national  interests  that  manufacturers  should  be 
in  any  way  penalized  for  keeping  up  to  date.  It  is 
this  substitution  of  new  plant  for  old  which  renders 
increased  production  possible,  and  enables  a higher 
rate  of  industrial  wages  to  be  paid.  We  regard  it 
as  urgently  necessary  that  the  arrangements  very 
nearly  brought  about  as  a result  of  the  deputation  in 
1913  should  be  forthwith  put  into  effect. 

7701.  (9)  We  believe  that  the  easiest  method  of 
carrying  what  is  above  suggested  into  effect  would  ba 
for  rates  of  allowance  to  be  agreed  with  accredited 
representatives  of  the  several  trades  interested.  In 
this  way  agreement  covering  the  whole  ground  could 
be  secured  on  the  basis  of  a general  principle,  and, 
in  a necessarily  auxiliary  way,  the  peculiarities  of 
each  trade  could  be  reasonably  provided  for.  No 
doubt  many  points  of  technical  difficulty  are  involved, 
but  none  of  them  are  insurmountable. 

7702.  vlO)  I wish  to  refer  to  the  effect  of  the  fore- 
going considerations  on  new  and  extending  industries 
— and  particularly  the  “key”  industries  of  the 
country.  In  the  immediate  future  new  works  and  new 
plant  must  be  put  down  under  exceedingly  costly  con- 
ditions. In  this  connection  I wish  to  speak  in  my 
capacity  as  a director  of  British  Dyestuffs  Cor- 
poration, Limited.  A great  national  effort  is  being 
made  by  our  company,  with  the  support  of  the 
Government,  to  establish  the  manufacture  of  dyes 
in  this  country,  and  to  render  it  free  from  German 
supplies.  Many  millions  sterling  are  being  spent  by 
our  company  in  new  buildings,  plant  and  equipment. 
The  present  cost  of  construction  is  probably  three 
times  the  pre-war  cost.  It  is  absolutely  essential 
that  this  excessive  cost  should  be  written  off  as  early 
as  possible.  All  the  great  German  works  and  the 
principal  Swiss  works  had  written  down  their  plant 
to  a very  low  figure  before  the  war.  It  is  essential 
that  our  company  (and  also  others  in  a like  position) 
should  be  in  as  favourable  a position,  in  regard  to 
the  capital  value  of  its  equipment,  as  the  German 
companies;  otherwise  the  excessive  burden  of  its 
capital  outlay  will  make  it  impracticable  for  it  tr 
compete  in  the  price  of  its  productions. 

7703.  (’ll)  If  Income  Tax  at  anything  like  six 
shillings  in  the  £ is  to  be  charged  on  the  whole  profits, 
without  very  ample  deductions  for  depreciation,  as 
well  as  for  excessive  cost  of  equipment,  it  may  well  be 
that  more  than  the  whole  of  the  real  profits  of  this 
and  other  similar  undertakings  will  be  absorbed  by 
taxation.  In  other  words,  after  6/20ths  of  the  whole 
profits  have  been  taken  for  Income  Tax,  the  14/20the 
remaining  may  not  be  sufficient  to  provide  for 
reasonable  and  prudent  writing  off. 

7704.  (12)  I venture  to  submit  that  this  question 
requires  most  serious  consideration,  or  our  vital  in- 
dustries will  be  taxed  out  of  existence.  Methods  which 
could  be  endured  with  Income  Tax  at  Is.  in  the  £ 
cannot  be  upheld  with  the  tax  at  6s.  There  should, 
in  my  opinion,  be  some  tribunal  established  for 
dealing  with  special  cases,  and  a much  more  liberal 
treatment  should  be  extended  to  manufacturing 
industries  in  regard  to  the  questions  above  referred 
to. 


[This  concludes  the  evidence-in-chief  of  Mr.  G.  P.  Norton .] 
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Proof  of  evidence  to  be  submitted  by  Mr.  H.  D. 

Leather  on  behalf  of  the  Association  on 

July  18th,  1919. 

7705.  I am  a member  of  the  Institute  of  Chartered 
Accountants  of  England  and  Wales  and  I have  been 
in  practice  and  a partner  in  the  firm  of  Messrs. 
Leather  & Veale,  Chartered  Accountants,  of  Leeds, 
Cleckheaton  and  Harrogate,  for  the  last  20  years. 
I am  also  a director  of  engineering,  electric  supply 
and  other  limited  companies. 

I have,  from  the  years  1904  until  1914,  submitted 
annually  resolutions  at  the  meetings  of  the  Associated 
Chambers  of  Commerce  dealing  with  the  question  of 
the  inadequacy  of  the  present  rates  of  depreciation  on 
plant  and  machinery  and  the  fact  that  no  allowance 
was  made  for  depreciation  on  buildings;  these  reso- 
lutions have  on  each  occasion  been  accepted  by  the 
Associated  Chambers  with  practical  unanimity. 

I was  a member  of  the  Committee  appointed  by  the 
Associated  Chambers  of  Commerce  in  1913  which  met 
Sir  Matthew  Nathan,  C.M.G.,  the  then  Chairman  of 
the  Board  of  Inland  Revenue — as  a result  of  this 
conference  instructions  were  issued  that  an  annual 
allowance  for  the  depreciation  of  furniture  and  fit- 
tings used  for  trade  purposes  should  be  granted;  and 
sympathetic  consideration  was  promised  with  regard 
to  depreciation  allowances  on  buildings  used  for  trade 
purposes  and  for  shaft  sinking  and  the  cost  of  pit 
development. 

I am  in  general  agreement  with  the  points  raised 
by  Mr.  G.  P.  Norton  in  the  evidence  that  he  is  to 
give  before  your  Commission,  and  am  of  opinion 
that — 

(1)  adequate  allowance  should  be  made  for  the 
annual  reduction  in  the  value  of  all  pro- 
perty— used  for  trade  or  business  purposes 
— in  earning  profits  assessable  for  Income 
Tax;  whether  such  reduction  in  value  is 
caused  by  wear  and  tear,  obsolescence  or 
exhaustion ; 


(2)  adequate  rates  of  depreciation  for  such  annual 

reduction  in  value  should  be  fixed — as  far 
as  possible  for  each  particular  trade — by  a 
properly  constituted  authority  acting  on 
behalf  of  the  Board  of  Inland  Revenue; 
and  that  such  annual  allowances  should  be 
regarded  as  a recognized  trade  expense, 
chargeable  against  all  profits  ascertained 
for  the  purpose  of  assessment  of  such  trades 
and  businesses  under  Schedule  D. 

In  arriving  at  such  annual  allowances  account 
should  be  taken  of  all  the  working  conditions — as  and 
when  they  may  arise — and  such  rates  should  be  sub- 
ject to  regular  and  constant  revision  by  the  duly 
constituted  authority ; the  present  enormously  in- 
creased cost  of  replacing  both  buildings  and  machinery 
should  be  taken  into  account  in  fixing  the  depre- 
ciation rates  at  the  present  time. 

These  allowances  should  cover  inter  alia  buildings, 
plant,  machinery,  motor  vehicles,  furniture,  fittings, 
outlay  on  leasehold  premises,  shaft  sinking,  pit 
development,  &c.,  &c.,  and  would  be  claimable  by  and 
allowable  to  either  the  user  or  the  owner  and  would 
be  automatically  granted  by  the  Surveyor  of  Taxes 
without  any  need  for  appeal,  except  that  provision 
should  be  made  that  in  exceptional  circumstances 
special  allowances  might  be  made,  e.g.,  in  the  case 
of  machinery  running  night  and  day. 

(3)  the  present  allowance  of  one-sixth  from  the 

gross  Schedule  A as'sessment,  i.e.,  the  rack 
rent  valuation — for  repairs,  &c. — is  under 
existing  circumstances  quite  inadequate  and 
should  be  considerably  increased. 

I beg  to  submit  herewith  a chart  showing  the  num- 
ber of  years  required  to  write  down  to  its  residual 
value  plant  of  an  assumed  value  of  £100  at  varying 
rates  of  depreciation  from  2^  per  cent,  to  20  per  cent, 
on  the  annual  written  down  value;  the  term  covered 
it  will  be  observed  ranges  from  12  to  90  years,  thus 
demonstrating  the  inadequacy  of  the  present  rates  of 
depreciation  to  provide  an  annual  fund  for  the 
replacement  of  modern  fast-working  machinery. 


Curves  demonstrating  the  number  of  years  required  to  write  down  to  residual  or  scrap  value  (assumed  at  10% 
of  cost)  plant  of  the  value  of  £100  at  the  following  rates  of  depreciation — 20%,  15%,  12£%,  10%,  7£%,  5%  and 
2i%  per  annum  on  the  reducing  balances. 


Proof  of  evidence  to  be  submitted  by  Mr.  H.  Lakin- 
Smith  of  the  Association  of  British  Chambers  of 
Commerce  on  July  18th,  1919,  upon  the  questions 
of  simplification  and  administration. 

7706.  I am  a Fellow  of  the  Institute  of  Chartered 
Accountants  and  Fellow  of  the  Royal  Statistical 
Society.  I am,  and  have  been  for  many  years,  the 
Chairman  of  the  Imperial  and  Local  Finance  Com- 


mittee, and  member  of  the  Council  of  the  Birmingham 
Chamber  of  Commerce  (the  largest  Provincial  Cham- 
ber). I have  a large  experience  in  Income  Tax 
practice  in  all  parts  of  England  and  Wales,  and  have 
given  addresses  upon  Income  Tax  and  Inoome  Tax 
Reform  in  London  to  the  National  Association  of 
British  and  Irish  Millers,  and  in  Birmingham  to  the 
Chamber  of  Commerce,  Institute  of  Secretaries  and 
Institute  of  Bankers. 
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Returns. 

7707.  (1)  One  great  cause  of  difficulty  to  the 
average  taxpayer  is  that  of  making  his  returns. 
Frequently  more  than  one  return  is  required  (e.p., 
under  Schedules  D and  E),  and  the  form  for  the 
return  under  Schedule  D is  the  same  for  an  in- 
dividual as  a business  and,  consequently,  is  un- 
necessarily complicated  and  unsuitable  for  both  pur- 
poses. Then  there  is  the  further  complication  for 
some  taxpayers  of  having  to  make  a separate  return 
for  Super- tax. 

In  the  opinion  of  the  Association  of  the  British 
Chambers  of  Commerce,  Schedule  E should  be 
abolished,  and,  if  and  when  it  becomes  practicable, 
Schedules  A,  B,  and  C should  be  similarly  treated. 
Further,  Super-tax  should  be  merged  in  Income  Tax. 
The  ideal  would  be  one  Schedule  only. 

The  method  of  fixing  the  amount  of  Income  Tax 
payable  might,  perhaps,  very  well  be  on  the  lines 
hitherto  adopted  only  for  Super-tax,  by  which  the  rate 
oharged  increases  in  respect  of  each  succeeding  addi- 
tional amount  of  income  and  not  of  the  total  income. 
The  amount  of  tax  obtained  for  the  Inland  Revenue 
can  be  made  practically  similar,  and  Super-tax  may 
well  be  merged. 

Graduations  should  not  stop  at  the  £10,000  point  as 
at  present;  that  is  to  say,  that  a man  with  an  income 
of  £50,000  should  pay  at  a higher  rate  than  one  with 
an  income  of  £10,000  per  annum.  Of  course,  such 
a scheme  would  involve  the  fixing  of  a standard  rate 
for  deduction  at  the  source. 

Turning  now  to  the  question  of  returns,  each  tax- 
payer should  only  make  one  return  to  include  his 
whole  income  (taxable  and  untaxable)  from  all  sources. 
There  should,  however,  be  two  forms  of  return,  one 
for  a business  and  one  for  an  individual  in  his 
private  capacity.  Further,  every  possible  facility 
should  be  given  to  ensure  a proper  and  accurate 
return  made  on  a simplified  form  of  return.  All 
the  notes  or  instructions  should  be  printed  on  the 
form  (each  note  against  its  corresponding  item),  and 
not  on  a separate  sheet  as  now.  It  is  obvious  that 
the  present  form  of  return  is  confusing  to  anyone  not 
versed  in  Income  Tax  matters,  and  especially  to 
private  individuals  wishing  to  make  out  their  own 
returns.  For  example,  a private  individual  does  not 
require  a space  for  claiming  a deduction  for  “ Wear 
and  Tear,”  nor  notes  as  to  “ Repairs  of  Premises,” 
“ Debts  proved  to  be  bad,”  “ Any  sum  paid  as  Excess 
Profits  Duty  or  Munitions  Exchequer  Payments,”  &c., 
&c.,  &e. ; nor  is  a business  return  assisted  by  a whole 
page  of  the  return  being  devoted  to  allowances  of  Life 
Insurance  Premiums,  claims  for  relief  in  respect  of  a 
wife;,  widower,  children  or  dependants. 

Further,  on  the  individual's  return  a table  should 
be  printed  showing  how  the  amount  payable  would  be 
arrived  at,  on  the  lines  at  present  adopted  for  Super- 
tax. 

It  is  also  recommended  that  instead  of,  as  now, 
returns  being  often  required  from  one  individual  from 
various  districts,  all  information  relating  to  these 
should  be  forwarded  by  the  Surveyors  concerned  to 
the  Surveyor  of  that  district  in  which  the  taxpayer 
makes  his  return,  which  district  must  be  either  his 
chief  place  of  business  or  where  he  lives. 

This  makes  a complete  return  from  each  individual 
an  easy  matter  (and  also  makes  the  deduction  for 
Life  Insurance  easier)  and  then  only  one  assessment  is 
made  on  each  taxpayer. 

Each  taxpayer  should  sign  on  the  form  for  assess- 
ment a clear  declaration  that  it  is  a return  of  the 
whole  of  his  income,  including  interest  on  deposit 
account,  if  any. 

Forms  of  return  should  be  sent  out  in  duplicate, 
so  that  one  oopy  may  be  retained  by  each  taxpayer. 

Taxpayers  should  be  assisted  in  every  reasonable 
way  by  the  Inland  Revenue.  When  a manifest  slip 
or  error  is  made  in  a return  the  Surveyor  should  at 
once  point  this  out.  Departmental  instructions  to 
Surveyors  should  be  made  public,  and  all  important 
decisions  of  the  General  and  Special  Commissioners 
should  be  published.  Probably  there  would  be  much 


less  evasion  if  everyone  was  compelled  to  keep  proper 
accounts. 

The  office  of  Assessor  should  be  abolished.  They 
are  generally  ignorant  of  Income  Tax  law  and  prac- 
tice, often  have  only  part-time  employment  upon  this 
work,  and  are  generally  the  cause  of  numberless  un- 
necessary assessments  being  sent  out  (often  incorrect), 
and  if  a question  is  asked  them,  it  has  to  be  referred 
to  the  Surveyor.  The  consequence  of  all  this  is  delay 
and  unnecessary  annoyance  to  taxpayers.  The  Col- 
lectors should  form  a portion  of  the  Inland  Revenue 
staff  in  each  town  or  city,  and  the  returns  should  be 
sent  to,  assessments  made  from,  and  tax  paid  to  the 
same  office. 

Assessments. 

7708.  (2)  There  would  be  only  one  assessment 
made  upon  each  taxpayer. 

In  the  case  of  partnership,  there  would  under  the 
same  scheme  suggested  be  one  return  for  the  business 
and  one  for  each  partner,  and  it  is  suggested  that  it 
would  be  far  more  convenient  and  satisfactory  if 
an  assessment  were  then  to  be  made  upon  each  partner 
instead  of,  as  now,  one  assessment  being  made  upon 
the  firm,  including  adjustments  of  all  partners,  as 
regards  rates  of  tax,  abatements,  allowances,  income 
of  wife,  &c.  This  assessment  often  results  in  a letter 
to  the  Surveyor,  asking  for  details,  before  it  can  be 
understood,  and  also  gives  to  each  partner  detailed 
knowledge  of  the  private  affairs  of  his  partners,  which, 
it  is  submitted,  is  undesirable. 

The  existing  choice  of  assessment  by  the  General  or 
Special  Commissioners  may  well  continue;  but  it  is 
submitted  that  more  care  should  be  exercised  in  the 
appointment  of  the  former,  and  that  only  those  with 
real  business  training  (and,  preferably,  some  know- 
ledge of  Income  Tax)  should  be  appointed.  Nomina- 
tions might  well,  in  suitable  cases,  be  made  by  the 
local , Chamber  of  Commerce. 

Collection. 

7709.  (3)  As  already  suggested,  this  should  be 
undertaken  in  the  office  of  the  Surveyor  of  Taxes. 

Encouragement  for  the  early  payment  of  tax  should 
be  given,  but  the  existing  discount  on  pre-payment 
at  the  rate  of  2^  per  cent,  per  annum  is  quite  un- 
attractive. Taxpayers  should  be  encouraged  to  pre- 
pay. Five  per  cent,  per  annum  is  the  lowest  rate 
that  could  attract  them.  A slightly  higher  rate  than 
that  would  probably  be  very  effective.  The  taxpayer 
should  have  the  right  to  pay  in  advance  in  substan- 
tial instalments  at  an  attractive  rate  of  discount  as 
soon  as  his  assessment  notice  has  been  received.  The 
simplification  of  Income  Tax  would  itself  decrease 
evasion,  and  increase  the  yield  of  tax. 

Appeals. 

7710.  (4)  The  Board  of  Referees,  which  in  Excess 
Profits  Duty  matters,  has  had  and  is  having  a most 
valuable  experience,  should  be  continued  for  Income 
Tax,  bub  nothing  must  be  done  in  this  direction  which 
(as  in  the  case  of  Excess  Profits  Duty)  denies  to  the 
taxpayer  an  absolute  right  of  appeal  to  the  General  or 
Special  Commissioners. 

The  Commissioners  might  well,  when  taking 
appeals,  be  advised  by  a skilled  chartered  or  incor- 
porated accountant  as  well  as  solicitor.  When  a tax- 
payer, through  inadvertence,  has  failed  to  give  notice 
of  appeal  within  the  prescribed  time,  the  amount  of  the 
assessment  should  still  be  able  to  be  corrected,  when 
it  is  caused  by  a clear  error  in  the  figures.  Com- 
plaints have  been  received  with  regard  to  the  method 
of  hearing  appeals,  to  the  effect  that  it  is  not  alto- 
gether satisfactory  that  one  party  should  be  present 
as  an  act  of  grace  or  that  the  Surveyor  should  be 
present  with  the  Commissioners  without  the  presence 
also  of  the  accountant  (or  appellant). 

Repayment. 

7711.  (5)  In  view  of  the  high  rate  of  tax  and  conse- 
quent hardship  on  many,  repayment  claims  should  be 
allowed  to  be  made  half-yearly.  Great  promptitude 
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in  repayment  is  desirable.  All  public  bodies  should 
show  satisfactorily  full  information,  re  Income  Tax 
treatment,  on  the  counterfoils  attached  to  interest 
and  dividend  warrants,  including  cases  where  divi- 
dends are  paid  free  of  tax.  Further,  counterfoils 
should  be  legally  compelled  to  be  issued  in  every  case. 


Other  point, x on  administration. 

7712.  (6)  It  is  of  the  utmost  importance  that  in- 
structions to  Inland  Revenue  officials  should  be  codi- 
fied and  grouped,  so  as  to  ensure  uniformity  of 
practice  as  far  as  possible  in  different  parts  of  the 
country. 

of  Mr.  II.  Lakin-Smith .] 


[This  concludes  the  evidence-in-chief 


Summary  of  evidence  to  be  submitted  by  Mr.  Stewart 
Blacker  Quin  on  behalf  of  the  Association  of 
British  Chambers  of  Commerce. 

Average  system. 

7713.  I am  a member  of  the  Council  of  the  Belfast 
Chamber  of  Commerce  and  Chairman  of  the  Income 
Tax  Committee  of  that  body.  I am  a Fellow  of  the 
Institute  of  Chartered  Accountants  in  Ireland  and, 
for  the  third  year  in  succession,  President  of  that 
body;  and  I am  the  senior  partner  in  the  firm  of 
Stewart  Blacker  Quin,  Ivnox  & Co.,  chartered 
accountants,  Belfast.  I am  also  a Fellow  of  the  Royal 
Statistical  Society. 

I beg  to  say  that  my  evidence  is  given  on  behalf 
of  the  Association  of  British  Chambers  of  Commerce, 
and  I have  been  requested  by  the  special  Income  Tax 
committee  of  that  body  to  give  evidence  on  the 
proposal  to  discontinue  the  system  of  averaging  profits 
as  a basis  for  Income  Tax  assessments,  and  in  lieu 
thereof  to  base  the  assessments  on  the  actual  profits 
of  each  year.  I,  therefore,  beg  to  submit  the 
following : — 

That  profits  under  Schedule  D shall  be  assessed 
on  the  actually  ascertained  profits  of  the  preceding 
year,  instead  of  on  the  average  of  a period  of  years 
as  at  present,  and  where  a loss  is  incurred  it  shall  be 
carried  forward  to  the  succeeding  year  or  years  until 
made  good  out  of  profits. 

The  foregoing  recommendation  is  made  mainly  on 
the  following  grounds : — 

(a)  The  distribution  of  profits,  whether  by  way  of 
dividend  in  the  case  of  a company,  appro- 
priation in  a partnership,  or  withdrawal  in 
a business  carried  on  by  a private 
individual,  is  determined  by  the  results  as 
shown  by  the  accounts  for  the  last  pre- 
ceding year  or  other  period,  and  as  the 
State  now  participates  so  largely  in  the 
profits,  it  is  submitted  that  it  would  be 
more  convenient  and  equitable  that  Income 
Tax  should  be  ascertained  and  provided  for 
in  respect  of  the  accounts  of  each  individual 
year  as  in  the  case  of  the  other  parties 
interested  in  the  distribution  of  the  profits. 
(h)  It  will  also  obviate  loss' to  the  company  or  to 
the  shareholders  in  the  deduction  of  Income 
Tax  from  dividends  payable  to  the  latter, 
based  upon  an  average  which  may  be  at 
variance  with  the  amount  of  tax  and  the 
rate  for  the  individual  year. 

(c)  Prevention  of  loss  to  either  payee  or  payer  in 
respect  of  tax  deducted  from  royalties 
owing  to  variation  in  rates  of  tax  based 

[This  concludes  the  evidence ■ 


7714.  Chairman : Gentlemen,  this  is  a very  impor- 
tant representation  which  you  have  brought  before 
us  this  morning.  The  great  problems  which  we  have 
to  solve  are  known  to  you.  The  difficulty  that  faces 
this  Commission  is  that  nearly  everyone  that  comes 
up  before  us  desires  some  abatement  from  Income  Tax. 
We  want  to  get  some  of  the  intelligence  of  this  country 
to  show  us  methods  of  retaining  Income  Tax  rather 
than  reducing  it.  We  have-  your  evidence-in-chief  be- 
fore us.  The  procedure  we  adopt  is  this : we  take  the 
evidence  and  read  it  very  carefully,  which  we  have 
already  done,  and  then  commence  examination  on 
your  statement.  That  saves  a great  deal  of  time  and 
reiteration  of  the  points.  I propose  this  morning  to 
ask  Mr.  Currie  to  be  examined  first,  and  I think 
probably  Sir  Algernon  Firth  comes  next. 


upon  an  average  instead  of  an  individual 
year,  the  tax  being  deductible  from  the 
royalties  and  the  latter  being  disallowed 
as  a charge  against  profits  for  Income  Tax 
purposes. 

(d)  Immediate  relief  to  the  taxpayer  in  respect 
of  falling  profits  or  in  the  case  of  a loss 
in  trading,  and  immediate  gain  to  the 
Inland  Revenue  in  respect  of  increasing 
profits,  thus  being  fair  and  equitable  to 
both  the  taxpayer  and  the  Inland 
Revenue. 

>'e)  Prevention  of  hardship  to  an  incoming  partner 
where  the  profits  in  the  year  of  assessment 
are  below  the  average  of  the  three  previous 
years. 

(/)  Avoidance  of  inevitable  irritation  where  the 
trader  is  losing  money  and  yet  has  to  pay 
Income  Tax  on  apparently  fictitious  profits 
based  on  an  average,  even  though  he  is 
able  to  obtain  a refund  at  a later  date. 
Under  the  present  system  of  averaging  it 
frequently  happens  that  a trader  with 
falling  profits  or  who  may  be  incurring  a 
serious  loss  in  trading  is  called  upon  to 
make  quite  heavy  payments  for  Income  Tax 
at  a time  when  he  can  least  afford  it  while, 
on  the  other  hand,  a trader  whose  profits 
are  greatly  on  the  increase  is  called  upon 
to  make  quite  moderate  payments  for  In- 
come Tax  at  a time  when  he  could  con- 
veniently pay  much  more. 

It  is  desired  to  emphasize  the  necessity  for  carrying 
forward  a loss  from  any  particular  year  to  be  made 
good  out  of  the  profits  of  the  next  succeeding  year  or 
years  on  the  same  principle  that  losses  are  brought 
into  the  average  and  relief  given  therefor  under  the 
present  system. 

I am  in  agreement  with  the  proposals  contained  in 
the  Memoranda,  prepared  by  Mr.  G.  H.  Blunden,  a 
former  Surveyor  of  Taxes,  and  Sir  Francis  Gore, 
Solicitor  to  the  Inland  Revenue,  which  appeared 
respectively  at  pages  17,  18  and  26,  27,  28  of  the 
Appendix  to  the  Report  of  the  Departmental  Com- 
mittee on  Income  Tax,  1905.  I am  also  in  agreement 
with  the  evidence  of  Sir  E.  E.  Nott-Bower,  Commis- 
sioner of  Inland  Revenue,  as  shown  on  pages  91  to  93 
of  the  same  Report. 

With  a view  to  an  earlier  computation  of  the 
amount  of  tax  derivable  under  tli9  proposed  altered 
conditions,  perhaps  it  may  be  desirable  that  the  avail- 
able accounts  should  be  made  up  to  a.  date  immediately 
preceding  the  1st  January,  instead  of  the  5th  April 
of  the  year  preceding  that  of  assessment  as  at  present. 
-in-chief  of  Mr.  S.  B.  Quin.'] 


7715.  Mr.  Manville : In  the  first  section  of  your 
evidence,  which  relates  to  exemptions  and  allowances, 
you  refer  to  exemptions  up  to  £200;  have  you  any 
idea  what  that  would  cost  the  country  ? — (Mr. 
Currie ) : Yes.  The  White  Paper  published  last  week 
(Cmd.  224  of  1919)  shows  that  that  would  amount 
to  a little  under  £5,000,000  a year. 

7716.  And  you  also  suggest  that  a man  with  £300 
a year,  that  is  £6  per  week,  stands  in  as  much  need 
of  help  in  regard  to  his  children  and  so  on  as  the  one 
with  £200  per  year  ? — No ; and  of  course  to  begin  with 
we  are  not  making  any  attempt  to  equalize  them ; 
but  a man  with  £6  a week  might  or  might  not  need 
as  much  help.  It  is  really  a relative  matter.  There 
are  schools  and  schools,  and  then  there  are  travelling 
expenses  sometimes.  In  London,  too,  a man  with 
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£300  a year  might  have  to  pay  very  high  rent.  All 
these  things  have  to  be  taken  into  account.  We  wish 
to  look  at  the  thing  as  a whole  and  make  an  attempt 
to  relieve  ithe  really  poor  man  from  taxes  upon  his 
means  of  mere  decent  subsistence.  Beyond  that  point 
we  think  that  every  man  should  pay  his  share,  what- 
ever his  income  may  be.  That  is  our  general  view  on 
that  point. 

7717.  In  connection  with  the  second  paragraph, 
the  collection  at  the  source,  how  do  you  propose  to 
deal  with  the  difficulty  of  deducting  at  the  source  a 
high  rate  all  round?  Do  you  recommend  a division 
at  a certain  point  in  the  line?— Yes,  we  feel  that  a 
division  is  really  the  only  way  out.  Mr.  Lakin-Smith, 
who  is  to  follow  me,  will  explain  this  more  in  detail. 
It  comes  under  the  evidence  as  to  administration 
really,  and  we  have  asked  him  to  give  evidence  on 
those  points.  We  think  there  must  be  a dividing 
lino  somewhere. 

7718.  Then  as  to  No.  3,  adequate  information  and 
fraud,  do  you  suggest  that  fraud  is  common?  Have 
you  arrived  at  any  idea  of  what  the  country  would 
save  by  having  it  eliminated,  and  is  not  most  of  the 
fraud  on  a petty  scale?  Have  you  come  across  much 
of  it  in  your  own  practice? — Of  course  you  will  not 
ask  me  to  give  details  of  an  individual  practice,  but  I 
think  I may  say  that  accountants  in  the  course  of 
their  work  do  come  across  a good  deal  of  such  fraud, 
or  such  carelessness  that  the  result  comes  to  the  same 
thing.  Probably  people  who  wish  to  act  not  quite  on 
the  straight  do  not  as  a rule  employ  a professional 
accountant  at  all.  They  prefer  to  attend  to  these 
things  for  themselves.  My  colleagues,  all  of  whom 
are  professional  men  of  long  experience,  are  agreed 
that  fraud  and  evasion  are  far  too  common,  and  that 
the  money  lost  must  really  run  to  a large  figure 
annually.  Of  course  at  this  point  one  gets  into  the 
realm  of  conjecture,  but  last  year  £350,000,000  was 
collected  on  Income  Tax  and  Super-tax,  and  if  you 
take  the  loss  at  6d.  in  the  £ it  would  work  out  at 
more  than  £8,000,000  a year. 

7719.  6d.  in  the  £ on  what? — On  money  paid. 


7720.  Money  collected?— Yes.  We  think  that  sim- 
plification might  fairly  be  expected  to  enable  your 
officials  to  get  hold  of,  say,  a further  £5,000,000  a 
year  The  figure  might  be  a good  deal  larger.  We 
think  that  simplification  would  pay  for  itself  over 
and  over  again  and  save  a good  deal  of  trouble  into 
the  bargain.  I see  that  one  of  the  witnesses  before 
you  about  a month  ago  estimated  that  in  connection 
with  Super-tax  alone  there  was  probably  a leakage  of 
a year.  It  was  not  suggested  that 
that  was  a fraudulent  leakage,  of  course,  but  it  is 
leakage.  Schedule  D,  of  course,  is  where  the  leak  takes 
place  and  Schedule  D represents  nearly  two-thirds  of 
the  whole  tax  that  we  collect. 


7721  Then  with  regard  to  farmers,  you  do  no 
fgref  that  farmers  cannot  keep  books,  or  that  it  : 
too  difficult  for  them  to  do  so?— No.  My  colleague 
and  I do  not  take  that  view  of  it.  We  know  c 
course,  that  many  people  find  it  difficult  to  keep  took 
of  any  kind;  that  is  quite  true;  but  we  think  tha 
larmers  can  learn,  and  should  learn,  just  like  othe 
people.  I see  that  the  Agriculture  Board  in  Scoi 
land  and  the  same  Board  in  England,  is  makin 
considerable  efforts  to  help  them  to  learn  at  presem 
We  feel  very  strongly  that  if  a farmer  is  really  t 
°r  t?1  °f  tke  rather  complicated  retur 
required  from  him  under  the  Corn  Production  Ac 
he  must  be  a man  who  is  able  to  grasp  a good  man 

pSitffin  tfh°r0l,gllly;  anc]  if  y°u  accept  th 

we  farmei’  Cai!not  keeP  books  it  would 

we  think,  be  more  reasonable  to  charge  him  a muc 
higher  multiple  of  his  rent  as  an  alternative  basi 
of  assessment.  Five  times,  we  think,  would  be 

to  faLZ?^611^  a?d  W0U,d  be  an  inducemen 
it  f™+t  S to  kf®R  books  or  fiend  for  someone  to  d 
it  for  them,  which  after  all  is  what  a great  mam 
raders  do.  The  authorities  have  this  last  vear  don 
a great  deal  to  enlighten  the  farmer,  and  my  oZ 

kept  system  of  •"*  C°ming  t0  866  that  » ^ell 

I do  7at  Lit  ^ 15  a ver-7  good  friend  to  them 

riit  Vf  ? /0/  a moment  that  many  farmers  an 

thev  can  b d °f  *rkcS  Pr6Sent’  bllt  ™ think  tha 
be  cured  of  that.  However  that  may  he 
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we  really  think  it  is  quite  unfair,  and  that  if  the 
country  wishes  to  do  something  to  help  the  farming 
interest  (it  may  be  a very  wise  thing  to  do),  it 
should  not  be  done  by  twisting  the  inside  arrange- 
ments of  the  Income  Tax  in  this  way.  I observe  that 
Schedule  B brought  under  review  rather  more  than 
£100,000,000  sterling  last  year,  and  was  actually  taxed 
bn  £42,000,000.  Taking  tax  at  5s.  in  the  pound,  that 
comes  to  about  £10,000,000  a year,  and  so  far  as  one 
can  make  a calculation  in  a matter  of  the  kind,  we 
think  it  is  not  an  immoderate  view  to  take  that 
somewhere  between  £5,000,000  and  £10,000,000 
further  might,  without  any  injustice  to  the  farmer, 
be  obtained  from  him. 

7722.  Chairman : You  will  probably  be  examined  on 
that  point. 

7723.  Mr.  Manville : I see  you  use  the  expression 
in  No.  8,  on  the  distinction  between  earned  and  un- 
earned income : * ‘ incomes  which  may  be  described  as 
small  or  even  moderate.”  For  this  particular  pur- 
pose what  do  you  regard  as  the  meaning  of  the  word 
“moderate”? — My  friends  and  myself  discussed 
that,  and  we  agreed  not  to  put  in  a figure,  but  that 
if  any  of  us  were  asked  the  question  we  would  say 
we  were  not  thinking  of  any  figure  under  £1,000  a 
year — certainly  not  a smaller  figure  than  that. 

7724.  Then,  with  regard  to  married  persons*  you 
refer  to  secrecy.  Do  you  think  there  should  be  no 
secrecy  between  husband  and  wife? — No.  What  we 
think  is  that  it  should  be  a mutual  matter  if  there  is 
to  be  a joint  assessment  at  all.  One  great  difficulty  is 
that  as  a rule  a wife’s  return  is  quite  simple,  and  even 
the  least  intelligent  husband  can  follow  it  quite  easily, 
but  a business  man’s  return  is  not  at  all  so  easy  to 
follow  even  by  an  intelligent  business  man  himself. 
If  the  present  system  is  to  be  continued  I think  the 
wife  should  be  asked  to  sign  a certain  portion  of  the 
joint  return  corresponding  to  her  own  interest  in  the 
money  at  stake ; and  that  any  money  due  to  be  repaid 
in  respect  of  her  share  should  be  actually  sent  to  her 
by  a cheque  in  her  own  favour.  As  you  see  from  the 
rest  of  my  evidence,  we  are  prepared  to  recommend 
that  some  concession  be  made  in  respect  of  the  claim 
that  is  being  urged  upon  the  Chancellor  as  to  joint 
assessment,  but  as  to  secrecy  that  is  what  we  feel. 

7725.  One  question  on  No.  10.  How  do  you  propose 
to  treat  annuities? — I would  treat  a fixed  contract 
like  a rent  charge  as  they  are  treated  just  now,  that 
is,  divide  them  up  between  capital  and  income,  and 
tax  the  income;  but  I take  it  your  question  refers  to 
life  annuities? 

7726.  Yes. — On  that  point  I would  not  care  to  argue 
that  a life  annuity  is  a true  wasting  asset.  It  in- 
volves a tract  of  time  which  comes  to  an  end  sooner  or 
later,  but  it  presents  rather  a different  problem. 
Tou  can  always  draw  a dividing  line  between  capital 
and  income  involved,  and  perhaps  an  attempt  can 
be  made  to  do  this ; but  the  life  contingencies  are  so 
varied  and  complicated,  and  the  premiums  paid  take 
so  many  forms,  that  it  is  certainly  difficult  to  arrive 
on  lines  of  principle  at  a fixed  opinion  as  to  what  sort 
of  consideration  could  be  given  to  an  annuitant.  I 
have  a feeling  that  to  tax  a man  who  puts  down  a 
lump  sum,  and  buys  an  ordinary  annuity,  or  the  sums 
returned  to  him,  in  so  far  as  they  will  be  a return  of 
capital,  is  rather  harder  than  is  justifiable.  On  the 
other  hand,  assuming  that  he  spends  the  money  and 
does  not  begin  to  repeat  some  process  of  saving,  he 
effects  a complete  escape  from  the  Death  Duties.  I do 
not  doubt  that  your  actuarial  witnesses  will  give  their 
views  on  this  matter.  The  interest  of  the  life  offices 
might  not  exactly  coincide  with  the  interest  of  the 
annuitant.  It  seems  to  me  that  if  the  Commissioners 
go  into  this  matter  they  will  require  to  consider 
annuities  and  pensions  as  separate  problems.  I see  no 
case  for  not  subjecting  a pension  to  full  Income  Tax 
at  the  proper  rate  on  a graduated  scale. 

. I was  just  going  to  ask  whether  the  opinion 
you  have  been  expressing  is  that  of  the  Committee  as 
a whole  or  of  yourself  personally,  and  I should  like 
further  to  ask  you  whether  the  material  that  is  in 
this  proof,  and  especially  in  the  supplementary  memo- 
randum, is  intended  to  represent  the  views  of  the 
Committee  or,  to  some  extent,  only  your  own  views  ? — 
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In  respect  of  the  first  part  of  the  question,  the  answer 
is  that  in  connection  with  questions  arising  out  of  Life 
Assurance  business  we  think,  as  leading  actuaries  are 
to  give  evidence  before  the  Commission,  it  is  unneces- 
sary for  the  Chambers  to  go  into  details.  We  had 
some  conversation  about  it,  but  the  Chambers  of  Com- 
merce are  not  very  specially  and  particularly  interested 
in  Life  Assurance  assessment,  and  the  actuaries 
after  all  must  speak  for  themselves ; the  views  that  I 
have  expressed  in  reply  to  your  question  are  simply 
a reply  to  your  question,  and,  of  course,  we  have  not 
talked  over  the  details  of  the  answer  to  it;  it  is  in 
reply  to  a side  question,  as  it  were. 

7728.  Chairman : Is  your  paper  representing  your- 
self or  is  it  representing  the  organisation  for  which 
you  appear  here  this  morning? — The  paper  repre- 
sents the  views  of  the  evidence  as  it  reached  us, 
but  I would  like  to  make  this  further  observation,  that 
it  was  left  to  me  after  the  last  meeting  between  myself 
and  my  colleagues  to  put  together  what  the  effect  of 
the  various  resolutions  we  had  passed  really  was,  and 
I have  done  my  best  to  do  so.  The  resolutions  them- 
selves were  arrived  at  in  this  way : we  communicated 
with  every  Chamber  of  Commerce  in  the  country;  we 
received  their  evidence;  Mr.  Quin,  one  of  my  col- 
leagues, made  a very  useful  resume  of  every  opinion 
that  reached  us;  we  examined  every  opinion;  we 
either  accepted  it,  modified  it,  or  in  certain  cases  had 
to  reject  it,  because  some  of  the  opinions  were 
diametrically  opposed  one  to  the  other.  I would  like, 
if  I may,  to  put  in  the  resume  of  all  the  evidence  that 
reached  us.  I would  like  also  to  lodge  a copy  of  the 
series  of  resolutions  contained  in  the  minutes. 

7729.  Mr.  Manville : I do  not  think  that  goes  quite 
far  enough  on  the  second  part  of  the  question,  the  sup- 
plementary memorandum? — That  was  circulated  as 
soon  as  printed.  We  regard  this  supplementary  memo- 
randum not  so  much  as  a statement  of  opinion,  or  as 
a statement  of  advocacy  of  any  view  as  to  what  should 
be  done,  but  as  an  attempt  to  put  together  in  a con- 
venient form  what  will  happen  if  the  recommenda- 
tions which  the  Chambers  have  asked  us  to  make  are 
made;  that  is  to  say,  everybody  comes  here  and  says, 
as  you  said,  my  lord:  “ Please  let  me  off  something,” 
and  we  are  doing  the  same  thing.  We  say,  “ Let  them 
off  up  to  a certain  point  altogether;  up  to  certain 
other  points,  so  much  more,”  and  so  on.  It  all  costs 
money.  This  memorandum  is  an  attempt  to  say  how 
much  money,  and  it  is  not  a statement  of  what  we  or 
what  I would  he  glad  to  see  done,  because  I know  we 
all  take  the  view  that  these  heavy  taxes,  even  the  taxes 
we  have  at  present,  are  a very  serious  drag  upon  trade, 
and  after  all  trade  is  our  chief  interest. 

7730.  Chairman:  Your  statement  is  an  important 
one,  and  Mr.  Manville’s  question  is  as  to  whether 
your  colleagues  sitting  with  you  agree  with  your 
statement ; that  is  to  say,  whether  you  make  the 
statement  as  representing  yourself  or  whether  it  repre- 
sents your  colleagues’  opinion.  If  it  does  not  repre- 
sent your  colleagues  then  I Bhall  probably  give  per- 
mission for  your  colleagues  to  examine  you? — I should 
he  quite  glad  to  be  examined  by  either  my  colleagues 
or  anyone.  I will  put  it  in  this  way : I think  my 
colleagues  are  in  agreement  with  me  as  to  most  things, 
but  as  to  the  further  result,  that  really  lies  more  with 
your  colleagues  than  with  us,  and  there  may  be  a great 
many  reservations  both  in  my  mind  and  in  yours. 

7731.  Mr.  Pretyman:  On  your  first  point  about 
exemptions,  allowances,  abatements,  and  reliefs,  you 
have  stated  here  that  you  think  the  total  cost  of  that 
would  be  £4,800,000,  in  the  first  category  in  your  sup- 
plementary statement,  and  then  you  have  a figure  of 
£13,860,000.  I cannot  quite  make  out  whether  that 
£13,860,000  is  intended  to  cover  both ; is  that  No.  4? — 
I think  I can  assist  you.  The  £4,800,000  would  be  the 
cost  of  a complete  exemption  below  the  exemption 
line  if  the  line  were  fixed  at  £200. 

7732.  And  the  rest  is  the  sum  of  the  others? — The 
second  figure  following,  of  £13,860,000,  represents 
relief  which  we  think  should  be  given  to  people  in 
some  shape  or  another — we  do  not  care  much  in  what 
shape — with  incomes  between  £200  a year  and  £1,000 
a year. 

7733.  The  £4,800,000  is  the  cost  of  a clean  cut  at 
£200?-  Yes. 


7734.  Then  the  sum  of  the  others  except  5,  that  is 
to  say  the  remaining  part  of  2,  plus  3,  plus  4,  is 
£13,860,000;  is  that  it? — No,  I do  not  think  that  is 
quite  it.  We  propose  four  exemptions,  and  they  are 
all  going  to  cost  money;  altogether  they  will  cost 
£25,000,000  a year.  We  propose,  in  the  first  place,  to 
give  away  £4,800,000  at  the  very  bottom  of  the  scale. 
Then  we  propose  to  spend  nearly  £14,000,000  in  giving 
some  sort  of  relief  between  the  £200  a year  point  and 
the  £1,000  a year  point.  In  addition  to  that  we  pro- 
pose to  spend  between  £3,000,000  and  £4,000,000  in 
giving  still  further  relief  between  the  £1,000  a year 
point  and  the  £1,500  a year  point. 

7735.  That  is  exactly  what  I said.  The  first  part 
of  No.  2 on  your  paper  is  £4,800,000.  The  remainder 
of  2,  together  with  3 and  4,  is  £13,860,000? — Yes. 

7736.  And  No.  5 is  £3,360,000;  that  is  right,  I 
think  ? — Yes. 

7737.  And  then  the  separate  assessment  of  married 
women  is  £3,000,000? — Yes. 

7738.  I only  want  to  get  it  quite  clear.  You  have 
pioposed  here  in  a reasoned  form — you  have  evidently 
thought  it  out — the  exemption  up  to  the  limit  of 
£200?— Yes. 

7739.  Can  that  exemption  limit  he  regarded  in  any 
way  separately  from  the  abatements;  must  not  it  be 
considered  with  the  abatements  ? — Of  course,  our 
minute  shows  that  we  considered  that  very  carefully. 

7740.  Then  when  you  were  considering  those  abate- 
ments what  was  in  your  mind,  because  it  is  a very, 
very  different  thing  whether  you  were  considering 
those  abatements  with  a bachelor  or  a lady  typist  in 
your  mind,  or  whether  you  were  considering  the  aver- 
age family  of  a man  and  wife  and  a couple  of 
children;  which  was  it  you  had  in  your  mind  when 
you  said  £200  ? — In  the  evidence-in-chief  we  say : 
“ Assuming,  however,  that  the  cost  of  living  is  to 
remain  at  anything  like  its  present  level  for  a con- 
siderable period  of  years,  we  think  there  might  be  an 
exemption  from  every  assessment  (.  . . rich  and  poor 
alike)  of  £200  per  annum.  We  suggest  this  figure 
bearing  in  view  the  scale  of  allowances  for  dependants 
which  are  in  force  at  the  present  moment.  Whatever 
figure  be  fixed  upon,  it  will  produce  slightly  varying 
results  as  between  different  parts  of  the  country ; this 
is  unavoidable  ” ; but  having  done  that,  we,  of  course, 
go  on  with  our  eyes  open. 

7741.  Yes,  I know.  The  effect  of  those  words  on 
my  mind  is  that  you  were  considering  the  bachelor  in 
the  £200  limit? — No,  not  only. 

7742.  Is  it  not  the  fact  that  nobody  except  a single 
person  will  be  affected  by  the  £200  limit? — We  were 
largely  thinking  of  women,  as  a matter  of  fact. 

7743.  I am  not  dealing  with  sex  at  all.  I am  deal- 
ing with  the  single  individual  who  has  no  dependants 
at  all.  Is  it  not  the  fact  that  your  £200  limit  would 
apply  only  to  them,  and  no  one  else? — Yes. 

7744.  Very  well,  then  you  have  them  in  mind? — 
Certainly. 

7745.  The  others  are  higher? — The  others  are 
higher. 

7746.  Much  higher? — Much  higher. 

7747.  Therefore,  the  £200  limit  would  only  apply 
to  single  persons  with  no  dependants? — Yes. 

7748.  By  single  I mean  a man  might  be  a widower 
with  no  dependants — individuals  who  have  only  them- 
selves to  support? — Quite. 

7749.  Do  you  rather  consider  that  in  view  of  the 

enormous  burden  there  is  upon  capital  at  the  present 
time  it  is  reasonable  to  exempt  entirely  from  tax  a 
single  person  with  nobody  but  himself  or  herself  to 
support  with  £200  a year  absolutely  and  entirely  to 
exempt  them? — Well,  I would  like  to  divide  my 
answer  up  into  three  answers  really.  In  the  first 
place,  we  recognize  that  £200  a year  just  now  is  only 
equivalent 

7760.  I am  speaking  of  now? — Well,  £200  a year 
just  now  is  only  equivalent  to  something  like  £100 
a year  before  the  war.  On  that  point,  I think  I may 
say  we  very  much  agree  with  a good  deal  of  the 
evidence  that  Mr.  Bowley  is  reported  to  have  given 
to  you.  Then,  secondly,  we  are  in  favour  of  dealing 
much  more  liberally  with  dependants’  allowances  than 
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has  ever  been  done  heretofore,  and  in  fixing  the  £200 
figure  we  had  that  in  view.  Finally,  in  fixing  the 
£200  figure  we  were  guided  by  the  evidence  which 
our  constituents  placed  before  us,  and  I might  say 
the  exemption  limit  suggested  by  Chambers  of  Com- 
merce here,  there,  and  everywhere,  range  from  some- 
thing under  £100  up  to  something  a good  deal  above 
£200.  At  all  events,  we  had  to  make  up  our  mind 
what,  as  a Committee,  we  would  recommend,  and 
having  weighed  answers  which  have  reached  us  from 
the  various  Chambers,  and  considered  them  along 
with  the  rest  of  our  evidence,  we  decided  to  put  in 
the  figure  £200.  But,  in  addition  to  that,  there  is  a 
point  which  occurs  to  me  a good  deal,  and  it  arises 
partly  out  of  the  cost  of  living,  and  that  is  this,  that 
when  one  divides  taxation  in  this  country  up  into 
direct  and  indirect,  we  see  that  so  far  as  the  machi- 
nery of  levying  goes,  the  Excess  Profits  Duty  is 
direct  taxation,  but  in  its  effect  it  appears  to  me  at 
least,  to  operate  more  nearly  as  indirect  taxation. 
We  are  told  that  the  price  of  a pair  of  boots  is  in- 
creased by  the  Excess  Profits  Duty.  If  that  is  so,  it 
appears  to  me  that  the  Excess  Profits  Duty,  if  it  is 
operating  in  that  way  at  all  (I  do  not  want  to  argue 
that),  is  operating  rather  as  indirect  taxation  than 
direct  taxation,  and  I,  at  least,  had  that  in  view  in 
agreeing  to  this  £200  figure. 

7751.  You  do  not  think  then  that  a single  person 
ought  to  begin  at,  6ay,  £3  a week,  or  £160  a year, 
to  contribute  something  to  direct  taxation? — No. 
The  view  that  was  taken  by  my  colleagues  and  myself 
was  that  we  are  here,  to  a great  extent,  giving 
evidence  on  behalf  of  and  in  the  interests  of  the 
employing  classes,  the  small  and  large  manufacturers, 
and  we  came  to  the  conclusion  that  there  was  no 
special  interest  that  should  weigh  with  a manufacturer 
to  make  him  regard  with  liking,  or  anything  but 
great  disliking  and  great  discontent,  the  exemption 
limit  of  £130,  and  we  think,  in  the  interests  of 
industrial  peace,  the  sooner  the  £130  level  is  done 
away  with  the  better. 

7752.  Had  you  at  all  before  you,  or  was  the  point 
considered,  of  the  political  bearing  of  as  large  a 
number  of  persona  as  possible  who  are  voters  having 
to  make  some  direct  contribution  to  taxation? — Yes, 
we  discussed  that. 

7753.  You  do  not  attach  much  importance  to  that 
apparently? — Oh,  yes,  we  did. 

7754.  At  these  levels  you  would  have  a very  large 
number  of  millions  of  voters  who  would  be  entirely 
exempt  from  direct  taxation ; you  have  that  in  mind  ? 
— Yes,  we  had  the  figures  before  :us. 

7755.  You  think  that  the  other  considerations  en- 
tirely outweigh  that? — We  thought  so,  yes;  but  our 
main  point  is  that  the  £200  is  a fair  representation 
of  the  figures  that  reached  us  from  our  constituents, 
and  our  green  book  when  it  is  lodged  with  your 
Secretary  will  show  that  to  be  so. 

7756.  I take  it  that  in  considering  this  matter 
you  were  not  merely  considering  what  it  is  desirable 
to  do  to  relieve  people  from  all  hardship,  because 
you  realize,  do  you  not,  that  there  is  hardship  in 
Income  Tax  the  whole  way  up  the  scale? — Oh,  yes. 

7757.  And  that  it  must  be  looked  at  as  a whole? — 
Yes. 

7758.  And  it  is  impossible  to  consider  desirability. 
You  have  considered,  of  course,  that  you  have  to  put 
it  on  somewhere  else,,  but  I will  come  to  that  later? 
— Yes. 

7759.  You  had  that  fully  in  mind  when  you  were 
thinking  of  this.  You  did  not  want  to  do  every- 
thing you  would  like  to  do  for  one  set  of  people? — 
No. 

7760.  Leaving  others  to  bear  the  burden? — We 
considered  that  very  fully. 

7761.  What  I mean  is  that  you  have  under  present 
circumstances  to  impose  on  everybody  a very  un- 
pleasant form  of  Income  Tax,  and  the  question  is 
not  how  you  can  make  it  pleasant,  but  what  is 
actually  bearable.  Did  you  consider  this  from  the 
point  of  view  of  what  is  bearable,  or  what  is 
pleasant? — We  considered  it  from  the  point  of  view 
of  what  was  reasonably  bearable,  not  from  the  point 
of  view  of  what  was  pleasant,  because  we  quite 
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realize  that  every  penny  we  took  off  at  the  bottom 
had  to  be  put  on  at  the  top,  or  to  be  found  in  some 
other  way  which  perhaps  might  be  better. 

7762.  You  made  one  suggestion  here  about  allow- 
ing this  £200,  or  whatever  the  exempted  minimum  is 
throughout  ? — Yes. 

7763.  Did  you  mean  that  that  should  be  allowed 
to  everybody  all  the  way  up? — Yes,  right  up. 

7764.  You  realize,  do  you  not,  that  as  you  mount 
the  scale  of  income  the  graduation  of  tax,  the  rate 
of  tax,  increases?  Did  you  intend  that  the  same 
exemption  should  be  given  to  the  people  at  the  top 
as  the  people  at  the  bottoniy  so  that  the  higher 
exemption  should  be  given  to  the  people  at  the 
top,  because  they  pay  at  a higher  rate? — We  were 
not  particularly  wishing  to  urge  the  latter  view, 
but  really  I do  not  imagine  that  we  attach  very 
great  importance  to  whether  you  allow  a man  with 
an  income  of  £50,000  a year  an  abatement  of  £200 
off  his  assessment  or  not.  We  do  not  pretend  to 
attach  much  importance  to  it,  but  we  thought  if  you 
phrased  it  in  this  way,  that  every  man,  be  he  a miner, 
or  be  he  the  Duke  of  Northumberland,  gets  £200  to 
begin  with,  which  I think  is  the  American  plan,  it 
would  do  a good  deal  to  allay  discontent,  and  that 
is  really  why  we  put  it  in. 

7765.  There  are  not  many  people  with  £50,000  a 
year,  so  the  Revenue  would  not  lose  much  on  them; 
but  there  is  an  enormous  number  of  people  who  are 
between  £500  a year  and  £50,000  a year,  on  whose 
incomes  the  Revenue  would  lose  a great  deal  if  that 
exemption  of  £200  were  operative  all  the  way  up? — 
I can  only  say  that  we  attach  great  importance  to 
having  an  adequate  complete  exemption  at  the 
bottom. 

7766.  Which  way  was  your  figure  calculated;  that 
would  really  answer  my  question.  In  your  supple- 
mentary memorandum  you  have  this  figure  of 
£13,800,000  to  cover  all  these  points.  Was  that 
taken,  exempting  the  £200,  on  a standard  basis,  or 
on  a graduated  basis  ? — It  does  not  pretend  to  enter 
into  the  detail  of  doing  it  either  in  one  way  or  the 
other. 

7767.  It  would  make  a great  deal  of  difference? — 
We  are  quite  aware  that  it  would  make  a certain 
amount  of  difference,  and  we  do  not  very  much  care 
how  you  treat  the  point.  All  we  say  is  that  we  are 
prepared  to  support  relief  to  the  extent  of 
£14,000.000  a year  being  given  between  the  £200  and 
the  £1,000  a year  point. 

7768.  You  do  not  attach  such  importance  to  these 
smaller  details.  You  think  about  £14,000,000  should 
be  giveu  in  the  most  convenient,  way  possible  to  help 
people  as  much  as  possible? — Yes,  that  it  what  we 
think. 

7769.  I understand,  and  now  I will  leave  that,  and 
come  to  accounts.  I take  it  from  this  it  practically 
means  compulsory  accounts? — Yes,  very  nearly.  We 
would  like  it  to  mean  that. 

7770.  Of  course,  the  members  of  Chambers  of  Com- 
merce are  all  highly  educated  people  with  a very 
good  knowledge  of  business;  at  any  rate  they  are 
very  much  above  the  average  standard  knowledge  of 
the  country,  and  I think  everybody  would  agree 
with  them.  I do  not  think  there  is  any  individual 
who  would  not  agree  with  what  you  have  stated  in 
your  evidence,  that  it  is  desirable  that  every  trader, 
including  farmers,  should  keep  accounts? — Yes. 

7771.  But  at  the  same  time  would  you  not  bear  in 
mind  that  there  is  a very  large  number  of  small 
traders,  not  only  farmers,  but  others,  who  are  people 
of  a certain  age  in  whose  days  education  was  not 
what  it  is  now,  and  to  whom  it  is  extraordinarily 
difficult  to  keep  accounts.  You  are  putting  a very 
heavy  penalty  upon  them.  Do  you  not  think  that 
if  this  were  to  be  done  it  should  be  done  very 
gradually,  and  it  should  be  done  over  a long  period 
of  time,  and  with  very  ample  warning,  otherwise  it 
would  be  a very  unfortunate  matter.  Income  Tax 
is  unpopular  enough  already;  do  you  not  think  if 
you  are  going  to  use  the  Income  Tax  not  merely  as 
an  instrument  of  taxation,  hut  as  an  instrument  of 
enforcing  the  keeping  of  accounts  on  everybody  in  the 
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country,  because  you  thiuk  that  it  a desirable  thing 
to  do,  that  you  are  taking  it  out  of  its  proper 
sphere?  Would  not  it  be  better  to  pass  a law  that 
everybody  is  to  keep  accounts? — We  certainly  en- 
tirely repudiate  auy  suggestion  that  we  are  recom- 
mending that  this  thing  be  done  simply  because  we 
think  that  everybody  should  be  dragooned  into  keep- 
ing accounts.  We  recognize  that  accounts  are  made 
for  man,  and  not  man  for  accounts,  but  what  appears 
to  us  is  that  however  these  things  may  be  it  is 
simply  not  fair  to  the  shopkeeper,  and  the  trading 
community,  that  farmers  who  make  profits  of  £500 
or  £5,000  a year  should  not  be  taxed  upon  them. 

7772.  May  I come  to  that  later?  I was  not  dis- 
cussing farmers  making  £5,000  a year;  I was  speak- 
ing of  the  small  trader,  whether  a farmer  or  other 
trader,  especially  a man  or  a woman  of  a certain  age 
keeping  a small  shop  assessable  under  Schedule  D, 
and  not  understanding  the  keeping  of  accounts. 
You  think  that  it  is  generally  desirable  that  all  those 
people  should  keep  accounts,  and  you  want  to  make 
them  keep  accounts,  and  you  want  to  make  the  In- 
come Tax  the  instrument  for  making  them  keep 
accounts.  Do  not  you  think  that  is  going  rather  far? 
You  are  giving  very  important  evidence  on  behalf  of  a 
very  important  body,  and  you  are  speaking  on  behalf 
of  traders  as  a whole.  Do  you  not  think  you  ought 
to  be  rather  careful  before  you  make  such  a suggestion 
as  that? — We  have  considered  it  with  the  greatest 
care,  and  I was  instructed  to  give  this  evidence  by  all 
my  colleagues,  and  we  are  unanimous  without  the 
slightest  reservation. 

7773.  You  have  thoroughly  considered  that? — Yes. 

I /74.  And  you  still  think  they  ought  to  be  made  to 
keep  accounts? — We  think  they  should  be  made  to  pay 
on  their  profits. 

7775.  And  it  should  be  done  through  the  Income 
Tax? — It  should  be  done  through  the  Income  Tax  (and 
for  farmers)  on  a different  principle  from  twice  the 
annual  value;  we  suggest  as  an  alternative  that  a 
larger  number  of  years  should  be  taken. 

7776.  Do  you  suggest  that  should  be  done  at  once, 
or  done  gradually? — Unless  they  produce  accounts  we 
are  in  favour  of  depriving  them  of  all  the  abatements 
and  reliefs  which  are  given  to  other  people  who  do 
keep  accounts;  that  is  our  evidence. 

7777.  It  is  your  evidence  that  unless  you  can  show 
some  accounts  you  cannot  get  an  abatement? — That 
is  so. 

7778.  They  do  not  give  abatements  without  some 
form  of  accounts  now? — Quite. 

7779.  That  happens  now;  it  is  merely  a question  of 
degree? — That  may  be  so. 

7780.  You  would  not  legally  give  an  abatement 
unless  figures  are  shown  to  justify  it?— That  is  a 
detail  that  must  be  very  much  better  known  to  some 
of  your  colleagues  than  it  is  to  myself. 

7781.  I think  we  may  take  that.  Now  as  to 
farmers.  I did  not  quite  understand  the  figure  you 
gave  to  Mr.  Manville,  but  you  said  that  £102,000,000 
had  come  under  review  under  Schedule  B ; what  was 
the  £42,000,000? — £42,000,000  was  actually  assessed 
upon. 

7782.  The  balance  went  under  Schedule  D ? No ; it 

is  pared  down  in  one  way  or  another  to  £42,000,000. 
They  are  figures  taken  from  your  owu  Blue  Book 
issued  the  other  day.  They  were  given  by  Mr. 
Hopkins. 

7783.  You  mean  the  actual  taxable  amount  was 
£42,000,000?— Yes. 

7784.  Out  of  £102,000,000?— I think  so,  under 
Schedule  B. 

7785  Have  you  any  experience  of  the  kind  of  profits 
which  farmers  make;  you  suggest  five  time  the  rent  as 
a figure.  Do  you  know  anything  about  farming?— 
Cases  have  come  under  my  notice  which  have  been 
mentioned  in  the  House  of  Commons  where  large 
profits  have  been  made,  and  it  cannot  be  maintained 
we  suggest,  that  to  assess  a man  on  merely  double 
ma  rent  gets  fairly  at  these  large  profits. 


7786.  I want  you  kindly  to  answer  my  question. 
Have  you  any  first-hand  knowledge  of  farming — not 
something  you  have  heard  second-hand  from  some- 
body else — which  leads  you  to  suggest  that  five  times 
a farmer’s  rent  would  be  a reasonable  figure  to  assess 
his  profits  upon  if  he  could  not  produce  proper 
accounts? — We  consider  that  it  would  be  fairer  to 
apply  such  a form  of  pressure  to  him  than  to  allow 
bim  to  escape  taxation. 

7787.  You  suggest  five  times  the  rent  a6  against 
twice  the  rent.  What  that  indicates  to  my  mind  is 
that  twice  the  rent  is  much  too  low,  and,  therefore, 
does  not  approximate  to  the  ordinary  profits  of  a 
farmer;  that  is  evidently  what  you  think? — Yes. 

7788.  Is  that  opinion  that  you  have  formed,  that 
twice  the  rent  in  no  way  represents  the  ordinary 
profits  of  an  average  farmer,  based  on  first-hand 
knowledge,  or  is  it  purely  conjectural? — It  is  based 
on  the  opinions  that  reach  us  from  our  constituents 
whose  evidence  we  give. 

7789.  Have  any  of  them  got  any  first-hand  know- 
ledge of  farming?  Would  it  be  much  the  same 
thing  if  all  farmers  were  to  suggest  that  all  grocers 
should  have  an  assessment  of  five  times  because  the 
grocers  made  large  profits? — It  amounts  to  that. 

7790.  It  is  the  same  thing? — Yes. 

7791.  You  really  have  no  first-hand  knowledge;  it 
it  is  merely  that  you  think  you  have  heard  they 
make  those  profits,  and,  therefore,  you  would  like  to 
put  that  figure  in? — No,  I do  not  tliink  that  is'  a fair 
construction  of  my  evidence.  We  think  that  pressure 
should  be  applied  to  farmers — we  think  they  are 
escaping  at  present. 

1 792.  Chairman : Have  you  any  facts  that  you  can 
put  before  the  Commission  in  reply  to  Mr.  Pretyman 
upon  which  this  suggestion  is  based? 

7793.  Mr.  Pretyman : It  is  rather  a serious  matter 
when  a very  large  body  of  traders  in  the  country 
come  forward  to  this  Commission  and  suggest  that 
another  body  of  traders  should  be  assessed  on  five 
times.  It  cannot  be  done  lightly.  You  suggest  tho 
farmers  should  be  assessed  on  five  times  their  rental. 
It  is  a serious  matter  that  such  evidence  should  be 
given,  and  I want  to  know  on  what  knowledge  that 
evidence  is  based,  whether  it  is  purely  conjectural, 
or  whether  it  is  based  upon  any  sort  of  actual  first- 
hand knowledge?— We  are  not  tied  up  to  four,  five, 
or  twenty-five;  the  view  of  every  Chamber  of  Com- 
merce in  the  country  is  that  farmers  are  escaping 
too  lightly  at  present,  and  beyond  that  I do  not 
wish  to  spend  time. 

7794.  Chairman:  That  is  your  answer? 

7795.  Mr.  Pretyman:  That  is  your  answer,  that 
you  really  do  not  know  anything  about  farmers’ 
profits? — No,  I do  not  admit,  that. 

7796.  Not  at  first-hand ; if  you  do  I should  like  to 
have  some  information  about  it? — In  the  course  of 
my  profession  I have  in  my  day  had  oooasion  to 
examine  the  acoounts  of  farmers.  You  must  not 
assume  that  because  we  are  not  entering  into  details 
that  five  experienced  chartered  accountants  between 
them  do  not  know  anything  whatever  about  accounts 
of  farmers  in  this  country. 

7797.  Chairman : I do  not  think  Mr.  Pretyman  is 
assuming  that.  I think  your  other  answer  that  has 
been  taken  down  is  the  answer. 

7798.  Mr.  Pretyman : Of  course,  you  understand 
that  the  keeping  of  accounts  on  a farm  is  an  abso- 
lutely different  thing  from  keeping  acoounts  in  any 
other  sort  of  business? — Of  course,  every  business  has 
its  own  accounts. 

7799.  It  is  absolutely  impossible  to  have  a profit 
and  loss  account  of  any  transaction  on  the  farm;  it 
is  squaring  the  circle.  There  is  no  end  to  any 
transaction.  You  always  begin  with  something  left 
from  the  previous  crop,  and  you  leave  something 
behind  for  the  crop  that  follows,  so  it  is  purely  a 
matter  of  assessment.  Also  you  have  stock  which 

is  like  machinery,  and  that  stock  may  be  sold? We 

understand  all  that  thoroughly.  It  is  like  a trader’s 
stock,  which  has  to  be  valued  at  the  end  of  the  year. 

7800.  Has  it  to  be  valued  at  the  end  of  the  year  at 
the  value  it  has  at  that  particular  moment,  or  at  a 
standard  value? — It  has  to  be  valued  in  somo  way, 
and  really  I do  not  think  there  is  much  to  be  gained 
by  spending  more  time  in  discussing  valuations. 
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7801.  Chairman:  Only  that  Mr.  Pretyman  wanted 
to  get  the  point,  because  this  is  an  important  recom- 
mendation of  yours.  I think  we  can  proceed  now  to 
the  nest  point. 

7802.  Mr.  Pretyman:  With  regard  to  Co-operative 
Societies,  you  suggest  that  societies  doing  business 
with  persons  who  are  not  members  should  pay  an 
Income  Tax.  I think  that  has  been  put  forward  by 
a great  many  traders  who  feel  that  grievance  very 
seriously.  Is  your  suggestion  that  when  they  do  out- 
side business,  which  I suppose  is  the  short  way  of 
putting  it,  they  should  be  taxed  on  their  whole  profits, 
or  only  on  that  part  of  their  profits  which  is  made 
on  outside  business? — I would  require  there  to  divide 
my  answer.  We  endorse  without  hesitation  Sir  James 
Martin’s  evidence  on  behalf  of  the  London  Chamber 
the  other  day,  that  when  these  privileges  of  regis- 
tration were  given  to  Co-operative  Societies  under  the 
1893  Act  it  was  never  contemplated  that  they  would 
develop  such  large  trade  with  outsiders.  We  think 
it  clearly  unfair  to  other  Income  Tax  payers,  whose 
trade  is  displaced  by  them  to  that  extent,  that  the 
present  position  should  be  allowed  to  continue.  As 
to  the  exact  proportion  involved  the  figure  is  in 
dispute. 

7803.  I will  not  press  that  any  further,  because 
Mr.  May  will  be  able  to  give  you  a much  more  com- 
plete examination  than  I can  on  that  point.  There 
are  two  more  points  I want  to  put  to  you,  one  about 
married  persons.  With  regard  to  the  separation  of 
the  assessment  between  husband  and  wife,  you  realize 
obviously  that  that  is  a very  difficult  question? — Yes. 

7804.  You  rather  suggest  that  there  should  be 
separate  assessments? — Well,  we  put  in  a reservation 
of  a very  important  nature.  Our  reservation  is  that 
there  is  a great  deal  to  be  said  for  a working  dis- 
tinction between  them  up  to,  say,  a couple  of  thou- 
sand pounds  a vear,  or  up  to  the  Super-tax  point. 
We  do  not  commit  ourselves  to  the  principle  that  we 
wish  a cast-iron  line  drawn  between  the  one  and  the 
other,  but  we  think  there  is  some  hardship  at  present, 
and  as  we  say,  we  are  willing  to  support  that  move- 
ment to  the  extent  of  £3,000,000  or  £4,000,000  a year. 

7805.  On  that  point  you  state  in  your  evidence, 
and  in  this  supplementary  memorandum,  that  you 
understood  the  Chancellor  of  the  Exchequer  to  say 
that  £6,000,000  or  £8,000,000  a year  would  be  the 
probable  loss,  and  you  put  it  down  at  £3,000,000,  but 
I think,  somehow,  there  is  a misunderstanding  about 
that.  What  Mr.  Chamberlain  did  state  in  the  House 
of  Commons  was  that  the  initial  cost  was  estimated 
at  £20,000,000,  and  the  ultimate  cost  might  reach 
£50,000,000;  we  have  this  official  answer? — Mr. 
Chamberlain’s  first  answer  to  Mr.  Locker-Lampson,  I 
think,  referred  to  a figure  of  £6,000,000  or  £8,000,000, 
but  however  extensive  it  is  we  are  not  prepared  to 
support  spending  more  money  in  that  direction  than 
about  £3,000,000  a year.  We  have  considered  it  as 
best  we  can. 

7806.  It  is  quite  obviously  no  longer  a principle? — 
Not  with  us. 

7807.  The  women  put  forward  as  a principle  that 
a woman  must  be  treated  as  separate  from  her  hus- 
band, that  she  has  no  right  to  know  his  income,  and 
that  he  has  no  right  to  know  hers,  and  that  they  must 
be  separately  assessed.  That  is  the  principle  that 
they  advocate,  and  if  you  accept  that  principle  there 
is  no  question  of  stopping  at  any  limit  at  all? — Quite. 

7808.  If  you  do  not  accept  that  principle  it  then 
simply  becomes,  does  it  not,  an  additional  abate- 
ment, and  nothing  else? — Certainly. 

7809.  Very  well,  then  is  it  not  much  better  to  give 
it  as  an  abatement? — Possibly. 

7810.  So  that  I really  do  not  think,  if  I might 
suggest  it,  that  the  Chamber  would  adhere  to  their 
suggestion  of  dividing  it  in  that  way.  Would  it  not 
be  much  more  businesslike,  and  better,  to  deal  with 
it  by  two  abatements,  and  to  carry  those  abatements 
up  as  high  as  is  thought  necessary,  and  on  as  liberal 
a soale  as  is  thought  necessary,  and  to  vary  them  as 
may  be  required  from  time  to  time?— That  may  be  so. 
Ihe  views  of  the  Chahlbers  that  reached  us  clearly 
showed  that  their  whole  idea  was  that  the  present 
position  was  not  quite  satisfactory,  and  a great  many 
of  them  say  frankly  that  they  are  favourable  to  it  as 
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a principle,  but  the  Committee  that  collated  all  the 
opinions  do  not  feel  able  to  commit  themselves,  and 
do  not  think  it  necessary  that  they  should  commit 
themselves  to  a principle  one  way  or  the  other.  They 
have  considered  the  matter,  and  they  are  willing  that 
further  relief  should  be  given,  because  they  think 
the  hardship  lies  amongst  comparatively  poor  men 
and  comparatively  poor  women. 

7811.  You  agree  that  is  merely  an  additional  abate- 
ment ? — Certainly. 

7812.  Very  well,  that  does  not  help  us  much.  The 
view  of  the  Chambers  does  not  give  us  any  help  on 
the  matter  of  principle? — No.  The  principle  is  for  the 
Commission  to  settle;  we  are  only  giving  evidence. 

7813.  So  far  as  your  evidence  goes  it  means  that 
you  do  not  suggest  giving  way  on  the  whole  of  the 
principle,  but  what  you  suggest  is  giving  some  addi- 
tional abatement? — Not  quite.  We  qualify  our  evi- 
dence by  saying  specifically  that  it  would  be  unfair 
to  do  anything  of  the  kind  unless  sundry  forms  of 
evasion,  or  avoidance,  were  safeguarded.  For  in- 
stance, we  say  a man  with  an  income  of  £20,000  a 
year  should  not  be  able  so  to  arrange  matters  that  he 
has  two  separate  incomes  of  £10,000,  and  has  his 
£20,000  taxed  at  the  £10,000  rate. 

7814.  Even  if  you  went  down  to  the  lower  figures, 
such  as  £1,000  a year,  do  you  think  it  would  be  right 
that  a widow  with  £800  a year  should  pay  a larger 
tax  than  a man  with  £600  a year,  whose  wife  has 
£200  a year? — We  quite  see  the  difficulty,  and  the 
line  we  took  was  that  beyond  saying  we  were  willing 
to  spend  a certain  amount  of  money  in  easing  the 
position  we  did  not  feel  it  incumbent  upon  us  to  deal 
with  the  principle  at  stake,  which  we  think  falls  to 
your  Lordship  and  your  colleagues. 

7815.  I will  not  press  you  any  further  on  that. 
The  last  subject  I wish  to  refer  to  is  your  proposal 
which  is  amplified  in  your  supplementary  memoran- 
dum. Examples  are  given  there  showing  how  you 
propose  to  obtain  the  money  which  you  have  given 
away  lower  down? — Quite. 

7816.  Have  you  worked  out  what  the  total  actual 
effective  tax  would  be  on  the  various  incomes  on 
which  you  propose  to  increase  the  Income  Tax  and 
Super-tax? — No,  we  have  prepared  no  schedule,  but 
we  say  that  if  £25,000,000,  or  any  sum,  is  removed 
from  the  bottom,  and  if  we  are  to  be  held  to 
Mr.  Chamberlain’s  cast-iron  requirement  that  what 
is  taken  away  with  one  hand  shall  be  replaced  with 
the  other,  we  are  driven  to  the  conclusion  that  there 
is  no  other  way  of  getting  back  this  money  through 
the  means  of  the  Income  Tax  except  at  the  top  of 
the  scale. 

7817.  You  say  there  is  no  other  way  of  getting 
back  this  money? — No,  I do  not  say  that.  I say 
there  is  no  other  way  of  getting  it  back  as  Income 
Tax. 

7818.  I did  not  wish  to  tie  you  down.  What  you 
would  say  is  that  you  see  no  other  part  of  the 
Income  Tax  upon  which  you  could  get  it  back.  Is 
it  not  necessary  before  you  can  put  forward  the 
opinion  that  you  are  going  to  get  it  back  in  this 
way  to  make  sure  that  your  proposals  are  going  to 
result  in  an  effective  tax,  and  in  order  to  judge  of 
that  would  not  you  have  to  prepare  a schedule? 
Would  it  not  be  at  least  worth  while  to  have  pre- 
pared a schedule,  and  to  have  opinions  as  to  what 
the  exact  effect  of  your  proposals  was?  How  much 
do  you  suppose  for  instance  a man  with  £10,000  a 
year,  which  is  not  such  a very  large  income  nowadays, 
would  have  to  pay? — No,  we  are  not  prepared  to 
take  the  responsibility  of  preparing  schedules  for 
the  Commissioners. 

7819.  We  have  had  your  proposals  examined 
officially,  and  a schedule  prepared.  A man  with  an 
income  up  to  £10,000  a year  would  have  to  pay 
6s.  6d.  Super-tax,  plus  6s.  Income  Tax.  so  he  would 
have  to  pay  12s.  6d.  in  the  £ on  £10,000  a year? — 
No,  I do  not  think  he  would,  because,  of  course,  he 
would  get  a good  deal  of  benefit  from  the  adjustments 
lower  down  the  scale.  I do  not  think  the  effective 
rate  would  work  out  nearly  so  high. 

7820.  These  are  official  figures  prepared,  on  your 
statement,  by  the  Inland  Revenue? — The  digressions 
that  we  recommend  between  £200  and  £1,000  a year 
would  have  some  effect  even  on  a £10,000  income. 
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7821.  I have  got  the  wrong  figure? — Yes,  I think 
you  have  got  the  wrong  figure. 

7822.  On  £10,000  it  would  be  9s. ? — Yes;  my  cal- 
culation, which  I made  roughly  last  night,  was  that 
it  worked  out  about  9s.  2d. ; but  9s.  is  probably  all 
right. 

7823.  You  think  9s.  would  not  be  too  high? — We 
all  think  that  these  heavy  taxes,  even  those  we  have 
got  at  present,  have  a very  depressing  effect  upon 
trade.  At  the  same  time,  we  bear  in  mind  that  in 
spite  of  these  taxes  the  growth  of  taxable  incomes  on 
an  enormous  scale  has  been  very  marked  indeed.  I 
would  like  to  be  allowed  to  mention  some  figures  which 
I have  with  me,  if  I may. 


7824.  Chairman : There  are  other  figures  which 
have  been  placed  before  you;  perhaps  you  might  deal 
with  them  first. 

7825.  Mr.  Pretyman : I agree  that  nothing  can  be 
more  important  than  the  taxable  corpus,  as  long  as 
the  taxable  corpus  keeps  increasing.  That  is  the 
barometer  which  has  to  be  watched  with  great  care. 
On  large  incomes  the  present  limit  of  tax  is  about  10s. 
in  the  £,  is  it  not? — At  £150,000  it  runs  up  to 
10s.  4d. 

7826.  But  much  below  that,  practically  anybody 
with  £20,000  or  £30,000  a year,  pays  about  10s.  ? — 
Quite. 

7827.  And  it  does  not  go  any  higher;  it  only  goes 
up  by  a penny  or  so;  the  sixpence  gets  eliminated? — 


7828.  Do  you  think  that  a higher  rate  than  10s.  in 
the  £ can  really  be  made  effective? — I do  not  say 
it  can  be  made  completely  and  mathematically  effec- 
tive, but  I would  like,  in  the  first  place,  to  read  a 
resolution  on  that  point,  which  is  quite  short : It  was 
agreed  to  recommend  that  Income  Tax  and  Super-tax 
be  merged,  and  that  one  graduated  scale  from  top  Co 
bottom  be  applied ; the  graduation  should  not  stop  at 
the  £10,000  point. 


7829.  We  have  read  all  that  carefully.  I quite 
understand  that.  I was  only  putting  to  you  one  or 
two  very  straight  questions.  We  have  now  got  10s. 
in  the  £,  and  apparently  I am  right  in  supposing 
that  you  think  that  on  some  incomes  a higher  rate 
than  10s.  in  the  £ could  be  effectively  imposed. 
When  I say  “ effectively  imposed  ” I mean  that  the 
result  of  imposing  a higher  rate  would  be  to  get  more 
money  ? — The  risk  of  capital  being  exported  is  very 
material. 

7830.  Do  you  think  that  a rate  higher  than  10s.  in 
the  £ on  large  incomes  could  be  made  really 
effective  ? — On  very  large  incomes  I do  not  doubt  that 
it  could  be  made  effective,  but  we  always  have  in  view 
that  these  heavy  taxes  are  a great  drag  upon  trade. 

7831.  I should  rather  like  you  to  answer  me,  if  you 
can.  Do  you  think  that  a higher  rate  than  10s.  could' 
really  be  made  effective?  Looking  at  it  broadly,  and 
from  your  general  knowledge,  could  you  give  me  that 
answer  yourself?  T cannot  ask  you  to  give  an  answer 
on  behalf  of  the  Chambers  of  Commerce  to  a question 
which  they  perhaps  have  not  actually  considered. 
Can  you  give  me  your  own  opinion  on  that  point? — 
They  have  considered  it,  and  they  put  forward  the 
view  that  graduation  should  not  stop  at  £10,000  a 
year,  because  they  want  to  get  more  money  out  of  the 
tax ; but  when  it  comes  to  the  point  of  whether  you 
could  make  a really  thoroughly  good  collection  of  an 
Income  Tax  that  would  run  up  to  14s.  or  15s.  in  the 
£,  we  can  only  warn  you  that  the  risk  of  the 
export  of  capital  is  so  great  that  there  might  be  some 
disappointment ; I do  not  doubt  that  there  would  be. 

7832.  Then  what  becomes  of  the  money  that  we  are 
going  to  get  to  give  to  the  other  people  at  the  bottom 
of  the  scale? — That  is  the  problem  for  the  Commis- 
sioners and  the  Chancellor  of  the  Exchequer ; but  we 
point  out  two  other  ways  by  which  you  could  get 
money. 

7833.  May  we  stick  to  this  one,  for  the  moment? 
You  put  this  forward  as  the  principal  one,  which  is  to 
steepen  the  graduation  and  increase  the  rate  of  tax 
upon  these  very  large  incomes  ?— Yes. 

7834.  I ask  you  this.  It  is  now  10s.  in  the  £,  and  I 


gather  that  you  think  something  higher  than  that 
could  be  made  effective.  Will  you  give  me  a figure 
which  you  think  is  the  highest  that  could  be  made 
really  effective? — As  there  appear  to  be  incomes  in 
this  country  on  a scale  much  larger  than  £200,000  a 
year  I do  not  doubt  that  a higher  tax  could  be  made 
effective. 

7835.  Up  to  what  figure  do  you  think  it  could  be 
made  effective? — The  great  difficulty  would  be  not  at 
the  very  top ; it  would  be  when  you  get  into  the  region 
of  men  who  are  still  working,  and  may  be  making  in- 
comes from  £30,000  to  £50,000  a year;  that  is  where 
the  difficulty  comes,  and  where  the  real  hardships 
would  come  in.  You  would  get  a good  deal  more 
money ; we  do  not  doubt  that  for  a moment ; we  do  not 
think  the  whole  proposal  is  nugatory.  (Sir  Algernon 
Firth ) : Please  say  “1  ” ; do  not  say  “ we.1' 

7836.  I am  really  asking  you  whether  you  think  you 
would  get  a higher  amount  of  tax  by  imposing  it 
beyond  10s.? — (Mr.  Currie ):  Yes,  I think  we  would. 

7837.  Up  to  what  point  do  you  think  you  could  go, 

and  still  get  more  money?  There  obviously  comes  a 
point  when  you  would  get  less  money? — 1 think  that 
in  cases  of  £150,000  a year  you  could  make  a collec- 
tion of  15s.  in  the  £,  but  I do  not  say  that  that  is 
the  considered  opinion  of  the  other  members  of  the 
Committee.  (Mr.  Norton ) : None  of  us.  (Sir 

Algernon  Firth ) : We  are  all  against  that  opinion. 

7838.  Mr.  Synnott : How  many  incomes  are  there 
above  £150,000  a year? — (Mr.  Currie)  : I will  give  you 
the  figures  so  far  as  they  are  disclosed  in  the  Blue 
Book.  [8ce  App.  No.  3,  Table  X.] 

7839.  Chairman:  I really  would  like  you  to  answer 
directly  this  question  that  Mr.  Pretyman  has  put  to 
you.  You  come  with  expert  knowledge  of  certain 
facts;  will  you  kindly  answer  that  question,  and  then 
we  will  get  clear  of  this  point. 

7840.  Mr.  Pretyman  : The  question  I have  asked  you 
is : up  to  wrhat  limit ; it  is  no  use  speaking  of  incomes 
of  £150,000  a year? — Yes,  I beg  your  pardon;  there  is 
a great  deal  of  use  in  speaking  of  incomes  of  £100,000. 

7841.  You  said  £150,000;  there  are  very  few  of 
those? — I have  an  idea  how  many  there  are. 

7842.  Of  course,  your  proposal  goes  very  much  below 
incomes  of  £150,000.  Under  your  proposal  the  10s. 
limit  would  be  reached  at  £13,000  a year? — Yes. 

7843.  At  £20,000  a year  it  would  be  11s.  8d.? — Yes. 

7844.  At  £30,000  a year  it  would  be  12s.  8d.  ? — Yes. 

7845.  Now,  that  was  a figure  at  which  you  men- 
tioned there  would  be  considerable  hardship.  Do  you 
think  that  an  Income  Tax  of  12s.  8d.  in  the  £ — bear- 
ing in  mind  all  the  other  taxes  which  have  to  be  paid 
— would  be  an  effective  tax  on  a man  with  £30,000  a 
year? — It  would  be  effective  from  the  point  of  view  of 
the  Exchequer;  but  it  is  necessary  to  add  that  we 
think,  quite  obviously — at  least,  I think  quite 
obviously — that  very  large  incomes  would  show  a ten- 
dency to  sub-division.  You  would  get  your  tax,  but 
not  from  the  same  man;  but  that  would  not  matter 
to  the  Exchequer. 

7846.  That  brings  me  to  the  very  point.  The 

moment  you  put  a tax  beyond  a certain  point — and  it 
is  very  doubtful  whether  that  point  has  not  been 
reached  now — there  will  be  a tendency  to  sub-division, 
and  sub-division  is  in  very  many  cases  possible,  but 
then  you  would  not  get  the  same  money.  You  said 
you  would  get  the  same  money,  but  you  would  not. 
If  a man  who  gets  £20,000  divides  £10,000  of  it  among 
his  children,  or  in  some  way  or  other  does  something 
with  it,  then  you  would  not  get  the  same  amount. 
You  would  only  get  tax  at  the  rate  applicable  to 
£10,000,  which  would  be  8s.  You  are  now  getting  9s. 
Would  there  not  be  some  danger  that,  instead  of  get- 
ting 12s.  8d.,  you  would  only  get  9s.  ? — I am  not  think- 
ing of  children  at  all ; I am  thinking  of  other  people 
in  business. 

7847.  Chairman : Do  your  colleagues  agree  with 
this  position?  Because,  if  they  do  not,  I do  not 
think  it  is  worth  while  cross-examining  you  much 
longer  on  the  point.  Do  they  agree  with  you  or  not  ? 
— ( Sir  Algernon  Firth) : Certainly  not.  (Mr.  Nor- 
ton) : None  of  us.  (Mr.  Currie) : Our  resolution, 
which  was  passed  unanimously,  was  that  we  did  not 
wish  graduation  to  stop  at  £10,000.  We  are  agreed 
upon  that  point,  according  to  the  resolution. 
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7848.  Mr.  Pretyman:  Apparently  it  is  only  your 
personal  opinion  that  the  tax  could  be  made  effective. 
There  is  only  just  one  further  point  on  that,  arising 
out  of  something  that  you  said.  You  said  just  now 
that  the  taxable  income  of  the  country  had  very 
largely  increased  lately? — Yes. 

7849.  Would  not  that  be  due  to  the  very  large 
expenditure  of  capital  during  the  war,  passing 
through  people’s  hands  and  being  taxed  as  income? — 
The  increase  to  which  I refer  dated  back  before  that. 

I had  figures  right  back  to  the  beginning  of  the 
Super-tax.  It  is  not  confined  to  the  war;  but  I 
would  like  to  be  allowed  to  mention  the  figures ; 
they  are  quite  brief,  and,  with  your  permission,  I 
will  mention  them. 

7850.  May  I put  it  to  you  in  this  way.  I really 
do  not  think  that  these  earlier  figures  would  have 
much  influence  upon  my  mind,  at  any  rate,  because 
the  high  rate  of  tax  was  not  then  in  existence. 
We  all  know  that  before  the  war,  with  the  rate  of 
tax  then  in  existence.,  the  total  of  the  taxable 
incomes  of  the  country  was  increasing.  Then  you 
come  to  a second  stage,  when  the  taxation  gradually 
became  very  heavy,  and  when  the  increase  was  not 
a normal  increase,  but  was  due  to  people  receiving 
very  large  incomes  through  the  expenditure  of  six 
or  seven  millions  a day  of  national  borrowed  money. 
Therefore,  taking  those  two  considerations  into 
account,  first  of  all  that  in  the  pre-war  period  taxa- 
tion was  not  crushing,  and  secondly  that  during  the 
war  period  incomes  were  inflated  through  the  ex- 
penditure of  borrowed  capital  treated  as  income,  do 
you  think  that  those  figures  have  any  real  bearing 
upon  the  point  at  the  present  time,  until  we  have 
got  more  experience? — They  have  considerable  bear- 
ing, but  considerable  allowances  must  be  made  for 
the  points  to  which  you  refer,  undoubtedly;  these 
are  not  destitute  of  value. 

7851.  Mr.  May:  Mr.  Currie,  I think  I understood 
you  to  say,  in  reply  to  a previous  question,  that 
though  this  evidence  is  drawn  up  by  yourself,  it 
represents  generally  the  views  of  your  association? — 
Yes. 

7852.  And  your  own  views  also? — Yes. 

7853.  There  is  just  one  point  that  has  been  dealt 
with  by  Captain  Pretyman,  with  regard  to  accounts. 
May  I take  it  that  your  proposals  with  regard  to 
farmers)  and  traders  keeping  accounts  if  necessary 
compulsorily,  is  a proposal  made  on  the  same  baais 
as  your  proposal  with  regard  to  Co-operative 
Societies,  that  is  to  say,  first  of  all  in  the  interests 
of  the  Revenue,  and  secondly,  in  order  to  reduce 
hardships  or  inequalities  between  different  sections 
of  the  taxpaying  public? — Yes,  I think  that  is  not 
unfair.  We  wish  to  do  the  fair  thing  as  between 
everyone. 

7854.  That  is  your  only  object? — Our  only  object. 

7855.  For  instance,  you  have  no  more  animus  or 
personal  feeling  in  this  matter  with  regard  to  the 
farmer  than  you  have  with  regard  to  the  Co-opera- 
tive Societies? — Not  the  slightest. 

7856.  You  have  had  some  experience,  may  I take 
it,  of  Co-operative  Societies’  accounts? — I have  had 
to  consider  them  very  carefully. 

7857.  You  have  seen  the  form  in  which  they  are 
generally  prepared  and  issued  to  the  public,  not 
merely  to  the  members  of  the  Society? — Yes,  I have 
a general  acquaintance  with  them. 

7858.  Would  you  say  that  they  were  accurately 
and  satisfactorily  kept^satisfactorily  from  the  point 
of  view  that  you  have  in  mind  in  making  your  pro- 
posals with  regard  to  traders’  and  farmers’  accounts? 
—No,  I do  not  like  the  form,  for  this  reason : that 
however  carefully  and  accurately  and  honestly  they 
are  kept,  as  T do  not  doubt  that  they  are,  I do  not 
myself  think  it  is  possible  or  very  reasonable  to  apply 
the  ordinary  Income  Tax,  which  aims  at  being  a tax 
upon  profits,  to  a surplus,  or  whatever  it  is,  gained 
by  a society  one  of  whose  first  principles  is  that  it 
is  not  working  for  profit  in  the  ordinary  sense  of  the 
word  at  all.  There  is  something  so  illogical  in  that 
that  it  offends  my  mind. 

7859.  Do  you  mean  by  that,  that  it  is  difficult,  as 
you  have  put  it  often  in  your  public  utteramces,  to 
discriminate  between  mutual  trade  and  a non- 


members’ trade?  Is  that  the  point  that  you  have 
in  mind? — No,  that  is  not  the  real  point,  although 
that  is  there,  too.  I think  a rough  dividing  line 
could  be  drawn  between  the  result  of  mutual  trade 
and  that  of  non-mutual  trade.  Take  a Co-operative 
Society,  even  one  that  had  no  non-mutual  trade — 
an  unchallengeably  pure  Co-operative  Society.  If  at 
the  end  of  a year  it  has  a surplus  of  a million  pounds, 
that,  of  course,  is  not  commercial  profit.  It  is 
illogical,  to  me,  to  try  to  apply  Income  Tax  to  that. 

I think  the  only  fair  way  out  of  the  difficulty  is  to 
say  that  if  a Co-operative  Society  transacts  a certain 
volume  and  weight  of  business,  which  of  course  dis- 
places other  business  which  does  pay  tax,  it  should 
make  some  contribution. 

7860.  I am  not  dealing  with  taxation  now;  it  is 
purely  an  accounting  question  that  I am  asking 
yOU? — .Rut  the  taxes  are  based  upon  the  accounts; 
you  cannot  separate  them  so  distinctly  as  that,  with 
deference. 

7861.  Have  you  ever  made  any  representations, 
either  to  the  Chief  Registrar  or  to  any  Government 
Department,  that  the  accounts  of  Co-operative 
Societies  do  not  truly  reflect  the  operations  of  the 
society,  and  should  be  amended  ? — Certainly ; I made 
a representation  to  Mr.  Bonar  Law,  two  years  ago, 
in  connection  with  his  last  Budget,  to  the  effect  that 
I thought  that  Co-operative  Societies  were  being 
treated  with  very  great  unfairness  in  connection 
with  Excess  Profits  Duties. 

7862.  That  is  not  a question  of  account  keeping. 

I am  asking  you  an  accounting  question,  not  a 
question  whether  the  Co-operative  Societies  should 
be  taxed.  I ask  you  again  whether  you  have  ever 
represented  to  the  Government  that  the  system  of 
book-keeping,  which  nearly  every  responsible  account- 
ant and  actuary  in  the  oountry  who  has  had  to  do 
with  it  says  is  as  near  perfect  as  it  can  be  made — 
whether  you  have  ever  represented  to  the  Govern- 
ment, directly  or  indirectly,  that  it  did  not  reflect 
properly  the  operations  of  the  society?  The  question 
of  whether  they  should  pay  Excess  Profits  Duty  or 
not,  does  not  arise ; we  will  come  to  that  in  timq,  if 
vou  will  deal  with  the  accounting  question? — No; 
the  accounts  fit  in  well  enough  with  the  taxation 
system  at  present  in  vogue. 

7863.  I am  sorry;  I do  not  want  to  press  you  for 
an  answer  Yes  or  No,  but  I do  want  you  to  give 
me  a straight  answer? — I am  very  anxious  to  give 
you  a straight  answer. 

7864.  I am  asking  a question  as  to  the  accounts. 
It  is  not  a straight  answer  to  introduce  the  question 
of  taxation,  which  does  not  arise  in  that  connection 
at  the  moment?— I have  often  represented  to  the 
Government  that  I think  the  form  of  accounts  does 
not  lend  itself  to  disclosing  the  profits  which  the 
societies  make  upon  their  non-mutual  trade.  I have 
often  made  that  criticism,  and  I think  it  is  a reason- 
able one  to  make. 

7865.  Yes,  I accept  that.  You  also  agree  that, 
taking  the  method  that  is  at  present  adopted,  there 
would  be  no  difficulty  in  making  that  perfectly  clear 
in  the  accounts  of  the  Co-operative  Societies?— I 
would  not  like  to  say  “ no  difficulty,”  but  the  thing 
could  be  done. 

7866.  From  an  accounting  or  book-keeping  point 
of  view,  it  could  be  done? — I think  it  could  be  done 
— roughly,  perhaps. 

7867.  I ask  you  personally  this  question,  now,  as 
I gather  that  the  evidence  here  is  more  or  less  in- 
volved, as  partly  representing  the  views  of  your 
association,  and  partly  your  own?  I think  we  are 
all  in  agreement  upon  this  evidence  about  Co-opera- 
tive Societies. 

7868.  Very  well,  so  much  the  better.  Then  may  I 
ask  you  how  far  you  think  an  arrangement  of  that 
sort,  carried  out  properly  by  Co-operative  Societies — 
because,  as  you  have  admitted,  we  are  here  simply  to 
help  the  Revenue,  both  of  us,  from  whichever  point 
of  view  we  touch  this  question — how  far  do  you  thinx 
an  arrangement  to  discriminate  properly  between 
members’  and  non-members’  trading  accounts,  would 
meet  the  objection  of  your  Association  ?—I  do  not 
think  it  would  meet  the  objection  for  a minute — not 
the  whole  objection. 
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7869.  Would  it  meet  the  whole  of  your  objection? — 
No,  certainly  not. 

7870.  Then  let  us  go  a step  further.  In  your  proof 
of  evidence,  you  say:  “We  think  that  if  a society 
has  a turnover  of,  say,  one  million  pounds  sterling  a 
year,  it  should  be  deemed  to  have  incurred  a liability 
for  a fair  share  in  the  cost  of  the  nation’s  upkeep, 
roughly  corresponding  to  the  magnitude  of  its  opera- 
tions ” ? — -Yes. 

787 1.  What  do  you  mean  by  that,  in  connection 
with  Income  Tax? — The  question  itself  is  really  mis- 
leading, because  please  observe  this:  I call  in  ques- 
tion the  reasonable  applicability  of  Income  Tax  to 
surpluses  of  this  kind,  and  to  societies  of  this  kind, 
at  all.  I challenge  it,  root  and  branch.  I challenge 
the  application  of  Income  Tax,  which  is  a tax  upon 
commercial  profit,  to  surpluses  of  that  kind,  root 
and  branch.  It  is  not  a suitable  thing  to  do.  It  is 
like  asking  what  is  the  height  of  a pound  of  tea.  It 
is  utterly  illogical.  A Co-operative  Society  could 
quite  easily  adjust  its  prices  so  as  to  show  no  surplus 
at  all.  Then,  on  that  footing,  if  you  were  still  talk- 
ing of  Income  Tax,  and  still  trying  to  apply  Income 
Tax  to  such  a surplus,  there  would  be  no  liability  at 
all.  That  is  what  appears  to  me  to  be  an  injustice, 
and  that  is  why  I should  prefer  some  other  fiscal 
system  upon  that  point  in  this  country. 

7872.  May  I remind  you  that  you  are  here  giving 
evidence  with  regard  to  Income  Tax,  not  with  regard 
to  the  general  fiscal  system  of  this  country? — My 
answer  is  that  Income  Tax  is  not  applicable  logically 
to  this  at  all. 

7873.  Is  the  suggestion  that  some  other  form  of 
taxation  should  be  found  for  Co-operative  Societies? 
— Certainly. 

7874.  Mr.  May : Then,  my  lord,  I must  appeal  to 
you  for  your  ruling  in  regard  to  the  admissibility  of 
this  evidence,  which  is  professedly,  on  the  admission 
of  the  witness,  not  within  the  terms  of  reference  of 
this  Commission. 

7875.  Chairman : If  you  will  proceed  with  your 
other  questions,  I will  think  about  that  point. 

7876.  Mr.  May : I may  have  to  come  back  to  that 
point  again.  You  say,  a little  earlier  in  the  para- 
graph : “ Further,  we  regard  it  as  immaterial  what 
answer  is  returned  to  the  question  of  whether  the 
surpluses  of  those  societies  are  exactly  of  the  same 
nature  and  composition  as  the  profits  resulting  from 
ordinary  trade  operations  ”? — Yes. 


/877.  Why  is  it  immaterial  what  answer  is  returned 
to  that  question? — It  is  immaterial  because,  as  I 
mentioned  a few  moments  ago,  a Co-operative  Society 
could  quite  easily  conduct  all  its  business  so  as  to 
show  at  the  end  of  .the  year  no  surplus  at  all.  But 
that  would  not,  in  my  inind,  and  in  the  minds  of  my 
colleagues,  dispose  of  the  fact  that,  in  our  view  at 
least,  they  would  still  be  liable  to  pay  a fair  share 
towards  the  government  of  the  country.  They  con- 
duct their  operations,  whether  they  result  in  profit  or 

not,  under  the  protection  of  the  Government  service 

the  soldier  and  sailor,  and  the  man  who  keeps  the 
dock  gate,  and  so  on,  and  we  think  it  fair  that  in 
some  way  they  should  be  made  to  pay  a fair  share. 

7878.  Therefore  you  propose  that  some  other  form 
of  tax  should  be  found  for  them?— Some  other  form 
should,  I think,  be  found  for  them. 

7879.  Do  you  adhere  to  this  statement  of  yours 
which  was  made  last  year  to  the  annual  meeting  of 
the  Association  of  British  Chambers  of  Commerce 
ot  the  United  Kingdom:  “So  much  weight  has 
been  laid  upon  the  contention  that  the  surpluses 
accumulating  in  the  hands  of  these  societies  are 
r°  i-,  nature  of  ordinary  commercial  profit  that 
1 think  it  desirable  to  place  on  record  my  view, 
f,  ,a~.  events,  that  there  is  no  foundation  for 
that  theory  That  point  was  the  subject  of  long 
and  careful  investigation  nearly  20  years  ago 
by  a committee  presided  over  by  Lord  Ritchie,  and 
the  conclusions  in  that  report  on  that  investigation 
really  exhausted  the  theory  of  the  matter.”  ?— Quite. 

T 78J8t-?1-yPU  stm  stlmd  by  that?— Yes,  we  accept 
Rord  Ritchie  s report,  particularly  that  portion  of  it 
m which  he  says  that  he  and  his  colleagues  believe 


that  it  is  worth  considering  (even  in  1905)  whether 
inquiry  should  be  made  into  the  conditions  under 
which  the  privilege  of  registration  under  that  1893 
Act  was  conferred.  We  have  no  hesitation  in  accept- 
ing that  conclusion,  and  all  we  a£k  for  now  is  that  the 
inquiry  should  take  place. 

7881.  We  are  agreed  about  that,  but  the  essential 
point  is  that  Lord  Ritchie’s  committee  exhausted  the 
theory  of  the  matter  upon  which  alone  you  can  base 
your  case  before  this  Commission? — Of  course,  since 
then  there  has  been  a great  development  of  non- 
mutual trading.  You  must  not  leave  that  altogether 
out  of  account;  but  I accept  it  that  Lord  Ritchie 
disposed  once  for  all  and  permanently  of  any  theo- 
retical discussion  about  the  nature  of  these  surpluses, 
except  in  so  far  as  they  arise  from  non-mutual  trad- 
^nS-  In  my  view  there  can  be  no  question  whatever. 

7882.  Before  Lord  Colwyn  gives  his  ruling  as  to  the 
admissibility  of  your  evidence,  I would  like  to  call 
your  attention  to  another  speech  of  yours,  or,  rather, 
more  particularly  to  the  resolution  which  you  pro- 
posed at  a similar  meeting  in  1910.  You  have  put 
in  some  resolutions  here,  so  there  can  be  no  harm  in 
bringing  this  to  your  notice? — Quite. 

7883.  You  proposed  this  resolution:  “That  this 
Association,  while  disclaiming  any  desire  to  interfere 
with  the  organisation  and  activities  of  genuinely 
mutual  Co-operative  Societies,  and  recognizing  that 
surpluses  arising  on  mutual  trading  operations  are  not 
ordinary  trading  profits,  and  should  not  be  treated  as 
such,  records  its  opinion,”  and  so  on,  that  non- 
mutual trading  should  be  taxed”? — Yes. 

7884.  J think  that  resolution  was  passed  by  the 
Association? — Yes,  at  the  annual  meeting. 

7885.  Mr.  May : My  lord,  I pause  for  a moment 
for  your  ruling  on  this  matter. 

7886.  Chairman : I shall  let  the  evidence  be  ad- 
mitted. 

7887.  Mr.  May : I would  like  to  ask  you  whether 
you  say  that  it  is  within  the  Terms  of  Reference. 

< 888.  Chairman  : I do  not  want  to  take  an  extremely 
rigid  line  in  these  matters;  it  is  on  that  ground  that 
I admit  it.  Dealing  with  these  things  I take  a rather 
broader  view  than  I might  do  under  other  circum- 
stances. 

7889.  Mr.  May.  Now  to  return  to  this  paragraph 
which  his  Lordship  has  now  admitted,  and  therefore 
permits  me  to  question  you  further  about.  This  pro- 
posal is  that  a special  tax  should  be  invented  in  order 
to  deal  with  Co-operative  Societies.  Have  you  any 
idea  what  kind  of  a tax  it  should  be? — I have  made 
the  suggestion  that  it  might  be  arrived  at  by  a levy 
upon  turnover ; but  really  we  do  not  want  to  press 
theories  on  the  matter.  All  we  say  is  that  we  think 
that  at  present  non-mutual  trading  is  certainly 
treated  in  a way  that  is  unfair  to  ordinary  retail 
traders  who  pay  full  taxes  upon  all  their  profits,  and 
for  the  rest  we  look  to  this  Commission  to  find  some 
way  out  of  the  difficulty.  It  is  really  the  problem  of 
his  Lordship  in  the  Chair  and  you  gentlemen,  not  our 
problem.  We  are  here  to  say  that  the  Chambers  rf 
Commerce  think  that  in  some  limited  ways — limited 
but  important— -the  present  position  is  unsatisfactory, 
that  is  our  evidence. 

/890.  You  said  a little  while  ago  that  you  were  here 
to  help  the  Commission  to  come  to  conclusions  ?— I 
should  be  glad  to  help  them  in  every  way  in  my  power. 

7891.  And  yet  you  throw  a bombshell  into  their 
midst  in  the  form  of  a proposal  which  only  by  a very 
wide  stretch  can  be  brought  within  our  Terms  of 
Reference  at  all,  for  a new  and  special  tax;  and  yet 
you  have  no  practical  suggestion  to  make  as  to  how 
it  can  be  applied  ? — Yes,  I have  made  a practical  sug- 
gestion. I say  you  might  make  a levy  upon  their 
turnover;  and  I may  add  that  I am  not  at  all  sure 
that  though  you  did  so  it  would  result  in  Co-operative 
Societies  paying  more  money  than  they  are  paying  at 
present.  But  1 think  it  would  put  the  whole  thing 
on  a more  logical- and  satisfactory  basis. 

7892.  Do  you  think  it  is  a fair  and  practical  pro- 
posal that  one  section  of  the  trading  community  in 
this  country  should  be  taxed  under  one  form  of  taxa- 
tion, specially  designed  for  them,  and  the  other  section 
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left  free? — It  is  not  a question  of  the  other  section) 
being  left  free  at  all.  It  is  a question  of  one  section 
of  the  trading  community  electing  to  trade  in  a 
particular  way.  One  of  the  first  considerations  is 
that  they  do  not  keep  their  eye  fixed  upon  their  profit 
and  Joss  account,  because  they  deny  that  they  are 
making  profits  at  all,  and  I agree  with  them.  The 
point  is  that,  notwithstanding  that,  they  should  pay 
a fair  share  in  some  other  way,  comparable  to  their 
volume  of  trade,  than  by  way  of  Income  Tax.  That 
appears  to  me  to  be  quite  fair.  We  are  afraid  that 
they  are  escaping  a good  deal  at  present. 

7893.  You  yourself  have  more  than  once,  I think, 
demonstrated  not  only  in  written  but  in  spoken  words 
in  public  that  that  is  not  the  case? — No,  I have  not 
demonstrated,  or  tried  to  demonstrate,  anything  of 
the  kind.  There  must  be  a misapprehension. 

7894.  Then  will  you  give  us  some  estimate — and 
you  must  have  formed  some  estimate — of  what  the 
non-mutual  trading  of  Co-operative  Sooieties  is? — I 
have  heard  in  the  House  of  Commons  and  out  of  it 
very  various  estimates  given.  I have  heard  men  con- 
tend that  it  only  amounts  to  one  half  per  cent.  I 
heard  Mr.  Barnes  refer  one©  to  10  per  cent,  as  the 
figure.  I have  heard  others  speak  of  a very  much 
higher  figure.  I do  not  know  which  of  them  is  right; 
and  whatever  it  is  to-day  it  may  be  different  to- 
morrow. 

7895.  These  men  whom  you  have  quoted  are 
ordinary  laymen  like  myself,  but  you  profess  to  be  a 
scientific  investigator,  and  you  gne  an  answer  of  that 
kind  as  being  a satisfactory  estimate  on  a matter 
that  should  be,  approximately,  within  your  know- 
ledge. Is  that  the  best  you  can  do  ? — I think  the  best 
calculation  I can  make  is  that  it  lies  somewhere 
between  the  extremes.  I do  not  know  where  it  lies. 
We  believe  it  to  be  considerable. 


7896.  That  is  to  say,  if,  as  I have  pointed  out  to 
you  before,  it  is  not  more  than  one  half  per  cent., 
you  think  it  is  worth  changing  legislation  and  adjust- 
ing administration  order  to  collect  it?— I take  my 
stand  upon  Lord  Ritchie’s  finding  in  1905. 

7897.  Will  you  kindly  answer  my  question? — I 
think  so.  1 think  it  is  perfectly  clear.  I believe 
Lord  Ritchie’s  report  to  be  well-founded  when  it  said 
that  considerable  and  regular  dealings  with  the  out- 
side public  took  place.  We  believe  that  since  1905 
these  considerable  and  regular  dealings  have  shown  a 
steady  tendency  to  increase.  * 

7898.  What  is  the  basis  of  your  belief  ?— Common 
knowledge;  but  all  we  ask  for  is  an  investigation. 


7899.  I am  very  anxious  to  get  a proper  solutio 
of  this  matter? — Then  you  should  have  an  investign 
tion.  Support  my  demand  for  an  investigation  an 
you  will  get  the  information. 

7900.  Is  it  not  a fact  that  Lord  Joicey  and  othe 
distinguished  members  of  your  Association  have,  yea 
after  year,  deprecated  proceeding  with  any  actio: 
against  Co-operative  Societies? — No;  that  is  not  th 
case  at  all.  For  many  years  the  Association  o 
Chambers  of  Commerce  passed  resolutions  protestin 
against  the  present  position  as  being  somewhat  un 
lair.  The  wording  from  one  year  to  another  varied 
ol  course,  but  they  passed  many  resolutions  commit 
ting  themselves  to  the  opinion  that  the  presen 
position  is  not  quite  satisfactory. 

7901.  Mr.  May : I will  not  detain  the  Commissioi 
or  the  witness  now,  but  I must  say  that  I shall  taki 
steps  to  place  before  the  Commission  some  extract 
irom  the  speeches  of  the  gentleman  whom  I hav. 
mentioned,  which  will  support  my  statement. 

7902.  Witness : There  are  one  or  two  figures,  nr 
lord,  which,  with  deference,  I was  anxious  to  be 
allowed  to  mention,  if  that  concludes  my  cross 
examination. 

7903.  Chairman  : I am  afraid  it  does  not,  but  ' 
wanted  to  speak  to  your  colleagues  about  this.  As  the 
tune  that  has  been  occupied  has  been  much  longei 
than  the  time  usually  occupied  by  a witness,  will  ii 
3e  necessary  to  take  the  evidence  of  each  one  of  yor 
alter  Mr.  Currie,  or  does  Mr.  Currie’s  evidence'  or 
f.  £re.  m„any  points  cover  the  evidence  that  you  art 
bringing  forward ?— (Sir  Algernon  Firth):  You  see 
we  divided  up  the  different  points. 


7904.  That  is  the  difficulty;  I shall  have  to  rely 
upon  the  questions  being  short.  There  are  two  or 
three  important  points  that  have  been  developed  dur- 
ing Mr.  Currie’s  examination.  That  has  occupied 
considerable  time  and  there  will  probably  be  half  a 
dozen  other  Oommisisoners  who  wish  to  ask  questions, 
so  that  we  must  endeavour  to  be  as  concise  as  possible? 
— I will  be  very  brief,  I promise  you. 

7905.  I will  ask  the  Commissioners  to  ask  only 
really  important  and  definite  questions  and  to 
eliminate  these  subordinate  things  which  have  been 
drawn  out  in  the  discussion. 

7906.  Mr.  Walker  Clark : In  reference  to  your  first 
point,  the  £200  a year  limit,  how  would  the  average 
voter,  who  would  be  exempted  under  this  £200  a year 
limit,  contribute  to  the  cost  of  the  war? — No  doubt 
at  present  he  thinks  that  he  contributes  through  the 
increased  price  that  he  ds  paying  for  food  and  cloth- 
ing. 

7907.  Are  you  aware  that  the  bread  subsidy  now 
releases  him  of  all  indirect  taxation  except  taxation 
on  wines,  spirits  and  tobacco? — My  view  is  that  to  a 
great  extent  the  increase  in  the  cost  of  living  is  a 
form  of  indirect  taxation;  but  I agree  you  cannot 
get  at,  and  this  scheme  would  not  get  at,  nor  is  the 
present  scheme  supposed  to  get  at,  the  man  who  is 
really  living  on  a bare  subsistence. 

7908.  You  would  not  agree,  then,  with  evidenoe 
given  before  the  Commission  yesterday  (that  every 
wage-earner  should  contribute  directly  to  the  upkeep 
of  the  State? — No. 

7909.  You  exempt  more  than  one  half  of  the  voters 
of  the  country  by  these  proposals  and  you  think  that 
is  wise? — I think  it  is  wise  to  exempt  from  direct 
taxation  every  man  who  is  living  on  what  I would 
call  the  wages  of  mere  subsistence. 

7910.  Now  on  the  question  of  accounts.  Is  your 
experience  that  those  men  who  do  not  keep  accounts 
are  small  men  as  a rule? — Yes. 

7911.  Do  large  cattle  dealers  and  men  of  that  class 
keep  accounts? — Most  of  them  keep  a book  in  which 
they  record  information.  I do  not  know  whether  you 
would  call  it  an  account  exactly  or  not.  It  is  an 
account  book  of  some  sort.  Many  of  them  keep 
accounts  very  loosely,  I quite  agree. 

7912.  Would  you  suggest  that  men  who  trade 
should  have  a licence  in  order  that  they  should  be 
registered? — My  colleagues  and  myself  are  not  pre- 
pared to  go  out  of  our  way  to  make  things'  too  easy 
for  people  who  will  not  take  the  trouble  to  keep 
trading  accounts.  Frankly,  we  do  not  believe  in 
traders  who  do  not-  keep  trading  accounts. 

7913.  Just  one  word  on  your  evidence  as  to  Co- 
operative Societies.  You  suggest  a tax  on  turnover? 
— -Yes. 

7914.  Would  you  tax  bazaars  and  clubs  and  all 
mutual  trade  in  that  way? — I am  not  in  favour  of 
running  a theory  to  death,  of  course.  No,  we  had 
not  thought  of  taxing  bazaars  or  clubs. 

7915.  Would  you  limit  the  tax  on  turnover  to 
packing  companies  and  others  and  to  Co-operative 
Societies? — Yes,  I think  I would.* 

7916.  Then  on  your  evidence  as  to  married  persons. 
Would  you  make  a special  exemption  for  a wife 
who  works,  or  should  she  be  treated  just  the  same 
as  the  woman  who  does  not  work? — I am  not 
authorized  to  give,  on  behalf  of  the  Chambers  of 
Commerce,  a detailed  answer  to  that  question,  but 
I think  there  is  a good  deal  to  be  said  for  making 
an  allowance  for  a wife  who  works. 

7917.  I should  have  thought  the  Chambers  of  Com- 
merce were  rather  interested  in  that,  but  you  are 
not  prepared  to  express  an  opinion? — We  do  not 
feel  strongly  on  that. 

7918.  Just  one  point  on  your  supplementary 
memorandum.  The  Commission  has  received  very 
strong  evidence  from  the  Stock  Exchange  and  other 
quarters  that  it  is  necessary  to  attract  foreign  capital 
to  this  country  and  suggestions  have  been  made  that 
a very  low  rate  of  tax,  say  6d.  in  the  £,  should 
be  put  upon  the  profits  of  foreign  capital  in  this 

* Witness  wishes  to  explain  that  he  cannot  have  heard  this 
question  distinctly.  He  thought  it  applied  to  Co-operative 
Societies  only. 


392 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


18  July , 1919.] 


Mr.  G.  W.  Currie. 


[ Continued . 


country?  Would  you  agree  with  that? — I say  in  my 
statement  that  the  risk  that  capital  might  leave  the 
country  is  a large  one,  and  therefore  I do  admit 
that  there  is  some  force  in  the  evidence  that  the  risk 
of  losing  or  of  not  attracting  capital  is  one  of  the 
worst  risks  that  you  have  to  consider.  I think 
myself  it  is  much  the  worst. 

7919.  Therefore  your  evidence  on  that  point  nulli- 
fies the  evidence  which  preceded  it? — No,  I do  not 
think  so,  I do  not  agree  with  that. 

7920.  Mr.  Synnott : Is  there  not  a danger,  not 
only  that  existing  capital  may  go  but  that  people 
will  not  save  in  the  future? — I dare  say  you  would 
find  a good  many  individuals  who,  if  they  were 
threatened  with  heavier  taxation,  would  decide  to 
stop  work  and  not  to  save  more.  But,  on  the  other 
hand,  and  as  balancing  that,  other  people  who  are 
being  relieved  might  work  all  the  harder. 

7921.  I was  just  coming  to  that  point.  You  say : 
“ On  the  other  hand,  the  relief  and  encouragement 
proposed  to  be  given  to  persons  far  lower  down  on 
the  scale  would  by  parity  of  reasoning,  make  them 
work  all  the  harder,  so  that  perhaps  one  would 
balance  the  other.”  That  is  your  only  balance.  Is 
not  what  we  have  seen  around  us  during  the  last 
year  or  two,  and  up  to  this  dayi,  proof  and  absolute 
evidence  that  the  contrary  is  the  case? — No;  I think 
that  is  putting  it  too  strongly. 

7922.  Is  it  not  before  us  daily  that,  with  increas- 
ing wages,  hours  of  work  have  decreased  and  pro- 
duction has  decreased? — Yes,  but  of  course  there  may 
be  a great  many  motives,  and  very  mixed  motives, 
for  that. 

7923.  Is  not  that  a fact? — I think  there  is  no 
doubt  of  the  mere  fact. 

7924.  We  have  had  evidence  before  us  from  a 
gentleman  representing  the  lower  incomes — quite 
the  small  incomes.  In  answer  to  the  Chairman  he 
said  that  the  savings  of  capital  which  were  necessary 
for  this  country  were  largely  and  almost  entirely 
from  the  higher  incomes.  That  was  his  evidence? — 
Quite. 

7925.  Now  if  there  is  to  be  no  recoupment  from 
the  lower  incomes,  where  will  you  get  the  necessary 
capital,  with  an  Income  Tax,  as  you  suggested  to  Mr. 
Pretyman,  up  to  13s.  in  the  £? — The  argument  and 
the  fact  surely  is  this,  that  hitherto  the  bulk  of  the 
money  to  pay  for  the  war  has  come  from  the  large 
incomes;  but  if  you  make  taxation  at  the  bottom 
lower  and  taxation  at  the  top  higher,  then  that 
might  not  hold  good  in  the  future,  beoause  you  are 
dealing  with  the  future. 

7926.  You  have  had  certain  Appendices  before  you, 
but  I do  not  think  you  have  had  the  last  one.  I 
shall  ask  you  to  be  good  enough  in  your  Chamber  to 
consider  that? — Which  Appendix  is  that? 

7927.  It  has  not  come  out  yet.  It  is  Appendix 
No.  11.  I will  bring  out  two  figures.  Do  you  know 
what  the  total  taxable  income  that  you  propose 
totally  to  exempt  from  taxation,  of  persons  between 
£130  and  £200  a year,  is  now? — It  is  in  the  White 
Paper  hore.  fCmd.  224  of  1919]. 

7928.  I do  not  think  so? — Yes,  I think  it  is. 
Between  £130  and  £160. 

7929.  No;  between  £130  and  £200. — I am  adding 
them  together.  It  is  530  millions  taxable  income, 
and  the  abatements  knock  off  almost  the  whole  of  it. 
The  net  income  left  to  pay  tax  on  is  only  41  millions. 

7930.  I want  to  show  that  the  total  taxable  income 
of  those  persons  is  considerably  greater  than  the  total 
income  of  all  persons  between  £2,500  a year  and  up 
to  the  highest  figure.  That  is  only  417  millions? — 
Yes ; we  had  the  White  Paper  that  gives  this  figure 
before  us  at  our  meeting. 

7931.  The  total  income  of  persons  up  to  £2,500  a 
year  is  1.327  millions:  that  is  to  say,  it  is  three  times 
the  amount  of  the  income  of  persons  between  £2,500 
a year  and  the  highest  possible  figure? — Yes.  We 
had  this  White  Paper  before  us. 

7932.  In  face  of  that  do  you  suggest  there  is  very 
much  more  to  be  got  out  of  the  higher  incomes  for 
the  necessary  expenditure  of  this  country? — Yes,  we 
suggest  that.  We  suggest  that  graduation  should 
be  carried  above  the  £10,000  point. 

7933.  I was  very  much  surprised  to  hear  yon 
gentlemen  of  the  Chambers  of  Commerce  basing  any 


argument  on  the  increase  on  the  income  returns 
during  the  last  few  years.  Will  you  not  candidly  tell 
Jus  that  that  is  a fictitious  income,  not  represented 
by  real  production?  Now  will  you  be  candid  enough 
to  say  whether  that  is  not  really  borrowed  capital 
circulating  and  appearing  as  income  but  not  real 
income? — We  are  not  being  guided,  and  in  none  of 
the  views  I have  expressed  on  my  own  account  have 
I been  guided  by  figures  during  the  war. 

7934.  Will  you  kindly  say  yes  or  no  to  the  question. 
I am  not  putting  any  figures  now? — Our  evidence  is 
not  based  upon  what  happened  during  the  war  alone 
at  all. 

7935.  Do  you  abandon  any  argument  based  upon 
the  increased  figures  appearing  as  the  total  national 
income? — No,  certainly  not;  most  emphatically  not. 

7936.  Let  me  put  it  the  converse  way.  Supposing 
this  borrowing  ceased  now,  do  you,  or  do  you  not, 
accept  that  in  the  next  few  years  the  figure  appear- 
ing as  total  income  would  be  very  much  reduced  ? — 
The  expenditure  will  go  down  and  I think  the  profits 
may  decrease. 

7937.  The  income? — The  income  or  profits;  the 
budget  will  be  smaller. 

7938.  I will  ask  some  other  gentleman  that  ques- 
tion. Now  about  farmers.  Do  you  seriously  suggest 
that  five  times  the  rateable  value  or  the  rent  should 
be  taken  as  the  farmers’  profits,  in  order  to  put 
pressure  upon  them,  in  the  words  you  have  used  more 
than  once,  to  keep  books? — Pressure  to  keep  books, 
yes. 

7939.  I will  not  go  into  the  question  about  books. 
Mr.  Pretyman  dealt  with  that  very  thoroughly ; but 
do  you  really  suggest  that  Income  Tax  should  be 
used  in  that  form : that  a fictitious  arithmetical 
figure  should  bo  taken  as  the  farmers’  profits,  in 
order  to  compel  him  to  do  something  else? — It  is  done 
at  present;  and  it  was  done  at  the  request  of  the 
Chambers  of  Commerce  by  Mr.  Bonar  Law. 

7940.  Twice  the  valuation? — Yes. 

7941.  Had  they  any  figures  whatever  before  them 
as  to  the  percentage  of  farmers’  profits  ? — Schedule  B 
figures  are  public. 

7942.  Had  they  any  figures  before  them  when  they 
made  that  recommendation  to  Mr.  Bonar  Law? — We 
had  the  published  results  of  Schedule  B before  us. 

7043.  But  that  was  when  it  was  one- third.  First  it 
was  one-third,  and  then  one,  and  then  two.  Had 
they  any  figures  showing  that  farmers’  profits  had 
increased  in  that  proportion ; that  is  six  times  ? Had 
they  any  figures  before  them?  You  had  better  say 
“ no  ”? — I presume  the  Chancellor  of  the  Exchequer 
was  advised.  I am  not  the  Chancellor  of  the 
Exchequer. 

7944.  Before  giving  your  evidence  with  regard  to 
farmers’  profits  did  you  consult  the  Chambers  of 
Agriculture  in  either  England  or  Ireland? — We 
thought  it  fair  to  point  out  to  the  Chancellor  of  the 
Exchequer  our  view  of  the  matter  and  he  adopted  it. 
We  are  content  with  that.  We  pressed  inquiries  no 
further. 

7945.  Chairman : That  is  scarcely  a plain  answer. 

7946.  Mr.  Synnott : You  are  now  advancing  from 
two  up  to  five? — We  think  further  pressure  should  be 
applied.  I do  not  care  whether  it  is  three  or  four  or 
five.  What  we  think  is  that  further  pressure  should 
be  applied. 

7947.  You  are  most  anxious  that  prices  should  come 
down,  are  you  not,  especially  of  the  necessaries  of 
life,  food,  for  instance? — Yes. 

7948.  You  started  your  examination  by  dwelling  on 
the  burden ; and  I was  glad  to  hear  you  say  so, 
because  it  was  a direct  contradiction  to  Mr.  Sidney 
Webb ’8  statement,  that  a high  Income  Tax  was  no 
charge  on  profits.  You  admit  that  a high  Income 
Tax  is  a heavy  charge  on  profits? — Yes,  terrible,  of 
course,  and  upon  trade. 

7949.  My  last  question  is  this : Do  you  think  that  by 
increasing  the  Income  Tax  two  and  a half  times, 
under  pressure,  farmers  will  tend  to  reduce  or  in- 
crease prices  of  the  necessaries  of  life  ? — I think  if  the 
result  were  to  persuade  them  to  keep  books,  the  posi- 
tion then  would  be  much  fairer  than  it  is  now. 

7950.  Do  you  think  keeping  books  will  enable  us 
to  grow  potatoes? — No;  I think  it  might  enable  them 
to  pay  taxes,  though. 
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7951.  Mr.  McLintock  : In  No.  3 of  your  proof  there 
is  a considerable  amount  of  evasion  that  you  refer  to? 
— Yes. 

7952.  We  have  had  before  us  the  view  of  the  London 
Chamber  of  Commerce  that  there  is  a large  untapped 
reservoir  to  be  found,  untapped  income  which  has 
never  borne  tax  in  the  past? — Yes. 

7953.  Naturally  this  Commission  is  very  anxious  to 
find  these  sources.  Do  you  also  believe  that  there  is 
a big  fund  of  income  that  has  never  been  taxed  by 
reason  of  evasion? — It  is  not  income  that  wholly 
escapes  review.  A man  will  bring  under  review  19s. 
instead  of  20s. ; that  is  what  I meant  here.  Of  course, 
the  evidence  which  you  heard  recently  as  to  the 
million  of  leakage  in  Super-tax  is  rather  evidence  of 
a different  kind. 

7954.  Is  it  your  idea  that  big  concerns  err  in  their 
own  favour? — Big  and  small.  When  they  make  mis- 
takes they  are  apt  to  make  mistakes  in  their  own 
favour,  and  we  think  simplification  would  make  them 
less  likely  to  make  those  mistakes,  and  would  render 
detection  much  more  easy. 

7955.  You  mean  just  tightening  up  by  the  granting 
of  certificates? — Yes. 

7956.  Are  you  aware  that  these  certificates  are 
being  granted  to-day?— Yes;  I know  that  many  Sur- 
veyors ask  for  certificates  which  are  practically  in- 
distinguishable from  what  we  ask  for.  But  we  would 
rather  that  it  were  made  a statutory  obligation,  and 
not  a thing  merely  done  in  the  Surveyor’s  room. 

7957.  Do  you  know  that  requests  are  circulated 
fairly  broadcast  to  every  trader  to  make  a declaration 
as  to  how  his  stock  is  valued? — Yes. 

7958.  And  he  has  omitted  the  thing  from  his  books? 
— Yes. 

7959.  In  the  bulk  of  the  cases  from  which  a large 
amount  of  Schedule  D.  tax  is  drawn  they  have  certi- 
fied accounts  as  a further  support? — Yes,  I know.  In 
spite  of  all  that  wo  think  there  is  material  leakage; 
but  we  do  not  suggest  that  the  average  Income  Tax 
return  is  a dishonest  document.  There  are  frauds,  of 
course. 

7960.  If  the  popular  belief  is  wrong  that  there  is 
this  large  fund,  it  is  as  well  that  it  should  be  cleared 
up ; there  is  a popular  belief,  and  I am  not  quite  sure 
that  it  is  a right  one.  The  London  Chamber  of  Com- 
merce said  they  had  no  doubt  there  was  a large  sum? 
— What  do  you  mean  by  “ large  ”?  Did  they  put  a 
figure  upon  it? 

7961.  No;  they  would  not  put  a figure.  Will  you 
give  a figure? — We  were  told  by  one  of  the  best-in- 
formed  men  in  the  country  that  there  is  a leakage  in 
Super-tax  of  about  a million  pounds  from  various 
causes.  I think,  looking  at  money  that  you  recover 
under  Schedule  D.  it  is  not  immoderate  to  suggest 
that  if  you  simplified  your  whole  system,  and  applied 
stricter  tests,  and  increased  penalties  in  the  event  of 
detection,  the  Revenue  might  be  better  to  the  tune  of 
about  five  millions  a year;  but  it  is  largely  con- 
jectural. 

7962.  I suggest  to  you  there  may  be  a leakage  in 
Super-tax,  but  it  by  no  means  follows  that  the  same 
income  escapes  Income  Tax? — I quite  agree. 

7963.  You  argue  that  because  there  is  a leakage  in 
Super-tax,  therefore  there  must  be  a leakage  in  In- 
come Tax? — No;  I did  not  mean  to  argue  from  the 
one  to  the  other.  There  is  a sort  of  connection  be- 
tween the  one  and  the  other ; but  one  is  dealing  with 
conjectural  matter.  You  must  just  face  that.  I 
would  not  care  to  say  more  than  that,  in  the  course  of 
my  professional  work,  and  all  my  colleagues  agree  with 
me,  every  now  and  then  we  come  across  a case  that 
lather  opens  our  eyes ; and  we  suppose  that  if  we  come 
across  cases  there  are  other  cases  that  no  accountant 
comes  across  at  all. 

7964.  You  do  agree  that  so  far  as  the  Inland 
Revenue  are  concerned  at  the  moment  steps  have 
already  been  taken  to  have  these  particular  declara- 
tions. All  you  wish  is  to  have  them  made  practically 
universal? — Yes,  that  is  our  position. 

7965.  You  refer  to  interest  paid  by  banks  on  deposit 
receipts  ? — Yes. 


7966.  And  you  remark  that  the  deposit  interest  is 
omitted  to  be  put  into  the  return? — Yes;  we  think  it 
is  one  of  the  things  that  very  often  drop  out. 

7967.  I agree  with  you;  I expect  it  is  very  often 
missed  out.  Why  should  not  banks  deduct  the  tax  on 
the  deposit  interest?  Have  you  any  observations  to 
make  on  that?— -The  question  arises,  at  what  rate 
would  they  do  it?  One  does  not  wish  to  take  a step 
which  would  create  a trifling  claim  for  repayment; 
theoretically,  I have  no  objection  to  it. 

7968.  It  is  not  the  small  man  who  is  escaping  tax  by 
forgetting  to  pay  on  his  deposit  interest ; it  is  the  big 
man.  Why  not  take  it  off  at  6s. ? — I do  not  think  the 
Chambers  of  Commerce  would  object  to  bankers  being 
made  to  do  it  in  that  way.  Bankers  might. 

7969.  You  have  not  considereu  it  as  a Chamber? 

It  is  a detail  that  we  have  not  applied  our  minds  to. 

7970.  It  is  a substantial  detail? — Yes,  it  is,  I agree. 

7971.  In  paragraph  9 you  refer  to  the  fact  that  a 
business  man  has  to  reveal  to  his  partner  the  financial 
position  of  his  wife  ? — Yes ; we  receive  complaints  from 
quite  a number  of  the  Chambers  of  Commerce. 

7972.  Is  that  complaint  well  founded?  You  know 
that  great  ignorance  prevails,  even  amongst  Chambers 
of  Commerce,  as  to  Income  Tax  practice? — Quite. 

7973.  I suggest  that  no  partner  need  disclose  his 
wife’s  income  in  making  up  the  firm’s  liability  at  all. 
All  that  has  to  be  disclosed  is  the  total  income  to  be 
assessed ; he  does  not  need  to  tell  his  partner  whether 
it  is  his  own  outside  income  or  his  wife’s? — No,  but 
the  difficulty  is  a practical  one  The  complaint  that 
reached  us  was  that  the  forms,  in  the  case  of  a 
partnership,  are  so  complicated  that  in  nine  cases  out 
of  iten  it  is  necessary  to  hand  the  whole  th”’g  over 
to  one  partner  and  just  tell  him  all  about  it;  otherwise 
you  will  never  get  the  work  done;  and,  in  the  course 
of  that,  some  men  complain  that  they  have  found  it 
necessary  to  divulge  the  amount  of  their  wife’s  income 
so  as  to  arrive  at  the  divided  rate  amongst  the 
partners.  That  is  all  there  is  in  it. 

7974.  That  is  all  there  is  in  it.  They  do  not  of 
necessity  need  to  disclose  it  at  all  r — There  is  no  legal 
obligation  upon  them  to  do  it;  it  is  a practical  work- 
ing difficulty. 

7975.  If  an  individual  does  not  take  the  trouble 
to  make  up  his  own  return,  but  hands  it  to  his 
partner,  he  naturally  tells  him  his  wife’s  income? — 
Yes. 

7976.  And  that  is  all  there  is  to  it? — Yes,  I think 
that  is  about  all  there  is  in  it. 

7977.  Sir  J . Harmood-Bcinner : There  is  one  question 
1 would  like  to  put,  in  consequence  of  Mr.  McLintock’s 
reference  to  interest  on  deposits  Is  it  not  a fact  that 
traders  have  very  great  difficulty  in  getting  repaid  on 
interest  allowed  on  matters  such  as  guarantees,  bank 
overdrafts,  and  also  on  debts  which  turn  out  to  be 
bad? — They  are  supposed  to  be  able  to  recover  for 
trading  debts.  Sometimes  there  iB'  difficulty  in  doing 
so.  One  does  hear  the  complaint,  certainly. 

7978.  Then  just  two  questions  as  regards  evasion. 
Is  there  any  possible  method  of  avoiding  evasion, 
unless  there  is  some  sort  of  census  of  traders,  and 
some  sort  of  notice  by  a man  when  he  is  going  to 
trade,  so  as  to  bring  him  under  the  supervision  of 
the  Income  Tax  official? — Of  course  that  would  be 
one  way  of  doing  it,  undoubtedly. 

7979.  Is  there  any  other  way  of  avoiding  the  fact 
that  many  men  trade  without  keeping  any  record  of 
accounts,  or  keeping  any  offices,  and  then  it  turns 
up  sometimes  that  they  make  large  sums  of  profit 
which  have  not  been  taxed? — We  think,  in  those 
cases,  that  the  penalties  and  fines  should  be  very 
greatly  stiffened. 

7980.  You  are  very  strong  in  your  regulations, 
with  which  I entirely  agree,  as  regards  the  keeping 
of  accounts.  There  are  very  strict  regulations  as 
regards  secrecy  under  Income  Tax  law.  Do  you  still 
hold  those  strong  views  on  secrecy,  or  do  you  not 
think  that  if  accounts  were  kept  in  this  way  there 
might  be  some  lessening  of  those  rules  as  regards 
disclosure  of  accounts  and  balance  sheets  to  the 
Surveyors  or  to  the  Income  Tax  authorities?  Is  it 
necessary  to  continue  the  extreme  secrecy  which  is 
now  required? — So  far  as  opinions  have  been  placed 
before  us  by  Chambers  of  Commerce,  I think  it  right 
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to  say  that  the  commercial  community  appears  to 
attach  very  great  importance  to  secrecy.  Of  course, 
individual  views  may  differ.  We  do  not  believe  that 
there  is  any  leakage  of  information  in  the  Revenue 
offices,  or  anything  of  that  kind  going  on ; we  do  not 
think  so. 

7981.  The  regulations  for  the  keeping  of  accounts, 
and  the  regulations  with  regard  to  secrecy,  rather 
contradict  themselves  ? — On  the  whole,  I scarcely 
think  so;  no,  I do  not  think  so. 

7982.  Mr.  Marks : With  regard  to  your  paragraph 

6,  as  to  assessment  of  Life  Assurance  business,  you 
can  shorten  my  question  if  you  will  admit  that  there 
is  some  error,  or  confusion  of  thought  at  any  rate, 
in  the  statement  there,  combined  with  the  heading. 
The  heading  is : “ Assessment  of  Life  Assurance 

business”;  that  is  one  thing.  Then  you  say:  “We 
scarcely  think  that  a taxpayer  in  the  Super-tax 
category  can  be  regarded  as  entitled  to  this  kind  of 
special  inducement  to  thrift  ’ ’ ? — I admit  at  once 
that  the  language  of  the  heading  is  loose.  I should 
like,  if  I may,  to  mention  two  or  three  figures  to 
which  I attach  importance. 

7983.  Chairman:  Will  you  please  hand  them  in? 
Sir  Algernon  Firth,  your  paper  is  a concise  paper. 
I would  suggest  that,  in  addition  to  the  questions 
Mr.  Geoffrey  Marks  will  put,  your  examination  might 
be  dealt  with  by  one  of  our  number ; there  may  after- 
wards be  one  or  two  other  points  arising,  but  we 
would  like  to  conclude  your  examination  before  the 
mid-day  interval? — ( Sir  Algernon  Firth) : Yes. 

7984.  We  will  proceed  at  once,  complimenting  you 
upon  the  manner  in  which  you  have  produced  this 
short  and  concise  paper? — Before  you  begin,  may  I 
just  refer  to  Mr.  Currie’s  evidence?  I should  like 
to  say  that,  though  in  paragraph  2 of  my  evidence 
it  is  stated  that  the  views  expressed  “ represent  a 
unanimous  and  agreed  view  on  the  part  of  the  Asso- 
ciation’s special  committee,”  I think  all  the  rest  of 
us  dissent  from  the  views  expressed  in  Mr.  Currie’s 
supplementary  memorandum.  I did  not  see  that 
before  it  was  sent  in,  and  it  was  never  considered  by 
the  committee.  I feel  bound  to  say  that,  because  I 
am  perfectly  certain  that  my  colleagues  in  the  other 
Chambers  of  Commerce  would  resent  very  much  my 
being  a party  to  such  suggestions  being  put  forward; 
and  I wish  to  disclaim  them  in  toto. 

7985.  That  can  be  placed  upon  our  records? — I must 
say  we  never  considered  this  point  which  has  been 
put:  “the  general  idea  is  to  make  concessions  at  the 
bottom  of  the  scale,  etc.” 

7986.  Suppose  we  take  it  generally  that  you  have 
made  that  statement,  and  that  it  is  entered  on  our 
records.  We  need  not  proceed  any  further  with  it, 
need  we? — I wish  also  to  dissent  from  some  of  the 
other  matters  which  have  been  mentioned.  Mr. 
Currie  has  asked  permission  to  put  in  these  minutes 
of  our  special  committee  meeting.  I object  to  that 
very  strongly.  I do  not  think  that  we  should  be 
called  upon  to  put  in  the  private  minutes  of  our 
meetings,  at  many  of  which  some  of  us  were  not 
present,  and  had  no  opportunity  of  judging  of  their 
correctness  or  not.  Therefore  I object  very  strongly 
to  those  being  put  in. 

7987.  It  will  suit  us  if  they  are  not,  because  we 
have  not  oalled  for  them? — And  perhaps  you  will  not 
do  so. 

7988.  It  will  not  be  necessary  to  do  so. — Also,  we 
object  to  this  summary  being  put  in.  [Showing  green 
book  summary  referred  to  in  pars.  7728  and  7755.] 

7989.  You  need  not  put  it  in. — Thank  you ; so  long 
as  you  do  not  call  for  it,  it  is  all  right. 

7990.  Mr.  Marks : These  questions  that  I am  going 
to  put  to  you  I have  written  down  rather  carefully, 
so  will  you  kindly  make  your  answers  very  categori- 
cally to  them,  and  then  we  shall  get  through  quickly? 
— Quite. 

7991.  On  the  question  of  the  separate  assessment  of 

husband  and  wife ? — That  does  not  come  into  my 

evidence. 

7992.  Then  I will  pass  from  that.  The  first  part 
of  your  own  evidence  is  dealing  with  the  high  rate  of 
tax.  Assuming  the  necessity  of  raising  the  same 
revenue,  has  not  Income  Tax  the  following  advan- 
tages as  compared  with  other  forms  of  taxation : 


that  it  taxes  all  trades  and  all  incomes  propor- 
tionately equally,  and  that  it  is  the  cheapest  form 
of  taxation  to  administer?  Do  you  agree  with  that? 
— Yes,  I agree  with  that. 

7993.  If  the  burden  of  taxation  is  to  be  moved, 
should  it,  as  far  as  possible,  be  placed  upon  the 
shoulders  of  those,  rioh  and  poor,  who  spend  money 
on  luxuries?  Do  you  agree  with  that? — Certainly. 

7994.  Do  you  consider  that  such  a form  of  tax  as 
the  Amusement  Tax,  is  a proper  form? — I do.  I do 
not  want  it  to  be  understood  that  I suggest  that 
Income  Tax  is  the  only  form  of  taxation,  in  any  way. 
It  is  a fair  tax,  up  to  certain  limits. 

7995.  You  say  that  other  methods  of  raising  money 
have  been  carefully  considered,  and  exhausted.  That 
is  why  I ask  you  this  point ; because  I want  to  know 
in  what  directions  the  minds  of  the  Chambers  of 
Commerce  are  working,  as  regards  the  means  by  which 
the  revenue  which  will  be  lost  by  alterations  in  the 
Income  Tax  may  be  gained? — That  does  not  come 
within  the  terms  of  reference  to  our  committee  at  all. 
It  is  not  for  us  to  make  suggestions  as  to  how  revenue 
should  be  raised.  We  have  simply  had  to  deal  with 
the  question  of  the  working  of  the  Income  Tax  at  the 
present  time. 

7996.  Only  in  this  sense.  This  Commission  is  very 
anxious  to  have  the  benefit  of  the  experience  of  you 
gentlemen — and  you  certainly  should  be  able  to  give 
some  results  from  your  experience — in  regard  to  the 
direction  in  which  taxation  may  be  most  properly 
applied? — Do  you  wish  me  to  give  my  ideas  on  the 
subject?  I should  be  very  willing  to  tell  you  what 
I think  personally,  but  I cannot  commit  the  Chambers 
of  Commerce  to  it. 

7997.  Then  I will  ask  you  personally.  Would  you 
be  in  favour  of  the  appointment  of  a Royal  Commis- 
sion, or  some  similar  body,  to  inquire  into  the  whole 
question  of  the  readjustment  of  taxation?  It  is  too 
big  a subject,  I think,  for  this  Commission  to  under- 
take, even  if  it  oame  strictly  within  our  terms  of 
reference? — You  mean  general  taxation,  such  as  the 
question  of  tariffs,  .and  how  money  might  be  raised 
in  other  ways.  Certainly.  I think  it  desirable. 

7998.  Mr.  Bowerman : May  I ask  your  lordship,  if 
witnesses  are  called  upon  to  give  their  personal 
opinions,  is  there  not  a risk  of  those  opinions  being 
repudiated  by  their  colleagues? 

7999.  Chairman : That  has  happened  this  morning. 
— (Mr.  Norton) : I think  we  all  confirm  what  Sir 
Algernon  says. 

8000.  The  point  has  been  raised  this  morning. 
Some  very  important  points  have  been  put  as  emanat- 
ing from  the  Chambers  of  Commerce.  It  is  a totally 
different  matter  if  one  member,  or  two  members  of 
the  delegation  give  their  own  opinions.  We  have  the 
pleasure  of  receiving  you  here  to-day,  and  we  thought 
it  was  a complete  representation  expressing  the  views 
of  the  Chambers  of  Commerce,  but  it  ha6  been  rather 
different  in  some  respects.  I think  we  shall  have  to 
take  this  course,  that  if  the  other  members  of  the 
delegation  are  not  in  agreement  the  witness  probably 
had  better  say:  “this  is  my  opinion,”  or  “this  is 
not  the  considered  opinion  of  the  Chamber,”  in  his 
answer? — ( Sir  Algernon  Firth) : That  is  exactly  what 
I did,  Lord  Colwyn.  I made  that  very  clear,  and  I 
will  on  every  question  put  to  me. 

8001.  If  you  will  do  that  it  will  make  it  very  much 
more  easy  for  us  to  judge  the  position? — Certainly. 

8002.  Mr.  Marks : The  second  point  was  the  collec- 
tion of  tax  by  employers.  That  is  very  clearly  ex- 
pressed, and  I take  it  that  does  express  the  opinion 
of  the  Chambers? — Absolutely;  that  has  been  stated 
many  times. 

8003.  Then  the  third  point  is  the  question  of  dupli- 
cate tax — double  tax  within  the  Empire.  The  Com- 
missioners have  had  before  them  three  different  sug- 
gestions; you  may  have  6een  them  in  the  evidence. 
There  was  Sir  Frederick  Young’s  suggestion? — I have 
seen  Sir  Frederick  Young’s. 

8004.  That  was  that  Income  Tax  should  be  paid  on 
the  higher  of  the  two  rates,  when  business  affects 
two  countries  or  Dominions? — That  is  our  suggestion, 
too. 

8005.  Mr.  Moseuthal  suggested  that  the  tax  should 
be  paid  at  the  rate  of  the  country  which  is  the  source 
of  the  income? — We  do  not  agree  with  that. 
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8006.  And  Sir  Charles  McLeod  suggested  that  the 
principle  of  taxation  of  the  resident  should  be 
adopted,  but  that  the  income  derived  outside  the 
country  of  residence  should  not  bo  taxed  unless  re- 
mitted?— Of  course,  that  is  reverting  to  the  position 
before  1914,  and  we  have  never  considered  that, 
bocause  we  do  not  think  it  is  practical  politics. 

8007.  I was  just  going  to  ask  you,  but  you  have 
anticipated  me,  which  of  those  suggestions  you  pre- 
fer?— The  first  one. 

8008.  Of  course  there  is  a good  deal  of  difficulty, 
as  you  realize,  in  working  any  one  of  these  in 
practice;  but  assuming  that  the  first  is  accepted  and 
an  endeavour  is  made  to  remedy  the  individual 
grievances  by  charging  only  the  higher  of  two  rates 
of  tax,  have  your  committee  thought  out  the 
practical  details?  Because  these  present  many 
difficulties;  as  for  instance,  the  division  of  the  pro- 
ceeds between  the  two  countries? — Yes,  we  admit 
that;  we  admit  there  are  great  difficulties  in  it. 

8009.  Have  you  thought  out  any  scheme  of  apply- 
ing it? — No;  we  think  that  is  a matter  for  negotia- 
tion between  the  Governments.  Of  course  there  is 
the  offer  so  far  as  regards  resident  aliens  in 
America,  that  if  their  country  makes  the  same  pro- 
vision they  may  deduct  the  amount  paid  from  the 
tax  payable  instead  of  deducting  it  from  the  amount 
assessable.  That  principle  being  admitted  in  the 
case  of  aliens  resident  in  the  United  States  shows 
a way  in  which  it  is  possible  to  approaoli  the 
Americans  to  secure  a corresponding  arrangement  so 
far  as  Allies  not  resident  in  their  country  are  con- 
cerned. That  forms  a basis  for  negotiation,  I think. 

8010.  That  is  the  reciprocity  principle  which  has 
been  urged  on  us  in  other  directions? — Yes. 

8011.  Then  your  committee  agree  with  other  wit- 
nesses in  thinking  that  if  a complete  remedy  is  not 
possible  such  a remedy  should  be  sought  for  in  regard 
to  the  Dominions  first,  without  regard  to  foreign 
countries? — Excuse  me;  we  do  not  say  foreign 
countries.  Our  suggestion  is  only  Allied  Countries. 

8012.  Chairman : What  does  that  mean? — “Allied 
Countries  ” ? — Those  who  have  been  our  Allies  in  this 
war ; because  the  principle  which  we  seek  to  put  before 
you  is  that  these  high  rates  of  Income  Tax  and  Super- 
tax and  so  on  are  the  result  of  this  war.  Therefore, 
whether  a man  is  a citizen  of  Great  Britain  or  France 
or  the  United  States,  it  is  unfair  that  he  should  pay 
twice  over  for  the  same  war.  That  is  the  principle 
we  wish  to  lay  down. 

8013.  Mr.  Marks : You  quite  realize  that  Income 
Tax  is  only  one  aspect  of  the  international  question  ? — 
Yes. 

8014.  Other  countries  get  their  revenue  in  other 
ways  ? — Yes. 

8015.  The  claim  has  been  advanced,  as  you  know, 
to  tax  only  in  the  country  of  the  origin  of  the  in- 
come?— That  would  mean  that  if  the  tax  was  5s.  in 
France  a man  living  here  would  not  have  to  pay 
10s.  Gd.  on  income  from  France,  the  same  as  we  have 
to  pay  on  income  from  elsewhere. 

8016.  That  would  mean  a very  large  loss  to  this 
country,  whose  capital  has  been  sent  to  the  Dominions 
and  abroad  and  whose  activities  embrace  the  getting 
of  income  from  sources  in  many  other  countries.  Do 
you  agree  with  that? — Yes.  Our  statement  is  that  a 
man  should  pay  up  to  the  10s.  6d.  If  he  has  been 
charged  in  France  or  the  United  States,  that  should 
come  off  what  he  pays  here. 

8017.  That  was  not  quite  my  point.  What  I was 
coming  to  was  this : Have  you  formed  any  idea  in 
your  individual  or  collective  mind  as  to  where  profit 
is  actually  made — whether  in  the  country  of  origin  or 
in  the  country  of  sale,  and  so  on?  Let  me  put  this 
case  to  you : Take  the  case  of  a nitrate  company,  the 
capital  of  which  is  found  in  this  country,  which  is 
actively  managed  from  this  country,  which  gets  it3 
nitrate  from  South  America,  and  sells  it  in  this 
country  or  elsewhere  in  Europe  or  America.  Where 
is  the  profit  actually  made? — The  profit  is  made,  I 
should  say,  in  the  country  where  the  nitrate  is 
produced. 


8018.  Chairman:  Before  it  is  sold? — It  is  a pro- 
duct of  the  country,  just  the  same  as  our,  coial  is  a 
product  of  the  country  here;  and  if  we  have  a right 
to  claim  a profit  upon  our  coal  as  assessable  to  our 
tax,  surely  the  country  producing  the  nitrate  has  a 
right  to  claim  a profit  upon  its  nitrate.  I do  not 
say  it  should  have  all. 

8019.  Mr.  Marks : You  say  the  profit  is  made  in 
South  America ; that  is  the  source  of  the  income — 
although  South  America  only  provides  the  raw 
material  which  is  subsequently  treated  and  sold  else- 
where?— The  country  itself  is  producing  the  capital 
and  producing  the  revenue;  therefore  if  it  was  left 
to  me  personally  I should  say  that. 

8020.  I ask  you  the  question  only  to  illustrate  the 
difficulties  which  arise? — Of  course  there  are  enor- 
mous difficulties. 

8021.  Your  answer  shows  me  that  you  will,  if  you 
do  not  already,  appreciate  that? — May  I put  it  in  this 
way.  I am  a manufacturer ; I manufacture  in  the 
United'  States  of  America ; the  money  is  undoubtedly 
made  there;  and  the  capital  that  is  running  that 
business  has,  most  of  it,  been  found  there;  com- 
paratively little  was  sent  out  from  this  country.  I 
think  they  should  have  the  first  call  upon  the  profit. 

8022.  Chairman : But  suppose  the  organisation  in 
this  country  is  a very  good  one,  with  very  capable 
and  able  salesmen,  expert  men  in  all  branches  of  this 
manufacture,  and  you  just  simply  manufacture  in 
America,  is  all  the  profit  made  in  America? — I do 
not  say  it  is  all  made  there,  but  I say  that  they 
Should  have  the  first  call  on  it,  because  it  is  pro- 
duced in  the  country  and  sold  in  the  country. 

8023.  We  are  faced  with  this  Double  Income  Tax 
problem,  and  no  one  has  given  yet  a clear  definition 
as  to  where  the  profit  is  made? — It  is  an  extra- 
ordinarily difficult  position.  I quite  admit  that. 
You  ask  me  for  my  personal  opinion  and  I give  it. 

8024.  Mr.  Walker  Clark  : You  do  not  agree  with 
the  evidence  given  before  the  Commission  yesterday : 
that  the  weekly  wage-earner  generally  regulates  his 
finance  on  a weekly  basis,  and  therefore  would  prefer 
to  pay  his  Income  Tax  weekly? — Did  somebody  give 
that  evidence? 

8025.  Yes. — Well,  I am  amazed. 

8026.  You  do  not  agree  with  it? — Certainly  not. 

8027.  You  would  not  think  that  it  was  a disadvan- 
tage to  the  weekly  wage-earner  to  pay  a lump  sum 
quarterly? — No  disadvantage  at  all. 

8028.  The  only  other  point  was  this : Mr.  Geoffrey 
Marks  asked  you  one  or  two  questions  about  Double 
Income  Tax.  How  would  you  deal  with  the  situation 
where  a large  American  firm  has  a factory  in  this 
country  and  distributes  in  this  country  goods  which 
are  produced  in  this  country,  and  makes  no  profit 
here  ? — You  cannot  tax  him  on  profits  if  he  does  not 
make  any. 

8029.  Because  they  sell  their  goods  to  a selling  com- 
pany in  the  States  which  takes  the  whole  of  the  profit? 
— I do  not  follow  you. 

8030.  A firm  produces  in  England  an  article,  say 
carpets ; they  sell  the  carpets  in  England  to  their  own 
distributing  houses,  tied  houses,  but  they  make  no 
profit  on  their  British  manufacture  or  their  British 
sales,  because  the  whole  of  the  carpets  are  sold,  in  the 
first  instance,  to  an  American  selling  firm  in  such  a 
way  that  no  profit  is  made  in  this  country? — That 
selling  firm  must  be  in  this  country,  surely? 

8031.  No,  in  America. — I should  trust  the  Inland 
Revenue  people  to  secure  that  profit,  and  they  would 
be  perfectly  right  if  they  did. 

8032.  Mr.  Bowerman : In  your  statement  you 

express  the  view  that  the  employers  throughout  the 
country  are  altogether  averse  from  being  made  the 
medium  for  collecting  Income  Tax? — Yes. 

8033.  May  I ask  is  that  your  personal  opinion,  or  is 
it  confirmed  by  your  colleagues? — It  has  been  over 
and  over  again  said  by  the  different  Chambers  at 
meetings  that  it  was  objectionable;  and  we  have  al? 
the  time  held  that  we  object  very  much  to  being  placed 
in  the  position  of  tax-gatherers  from  our  own  work- 
people. It  does  not  tend  to  the  harmony  that  \?e  wish 
to  have  in  our  works, 
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8034.  Sir  E.  Nott-Bower : I just  want  to  follow  up 
for  a moment  Mr.  Marks’  question  about  the  nitrate 
company.  Do  I understand  your  view  to  be  that  even 
if  the  nitrate  is  sent  over  here  and  sold  here,  still  you 
regard  the  profit  as  a South  American  profit? — Of 
course  all  these  questions  of  different  methods  of 
trading  are  very  difficult,  without  full  consideration, 
to  answer ; but  I should  say  that  you  must  adopt  either 
one  principle  or  another.  There  is  bound  to  be  give 
and  take;  you  cannot  have  it  both  ways,  and  you  will 
probably  gain  on  the  swings  what  you  lose  on  'the 
roundabouts.  You  cannot  have  it  exactly  every  way 
to  suit  yourself. 

8035.  Chairman : You  wish  to  make  a short  state- 
ment, I understand,  Sir  Algernon  ? — I want  to  say  one 
word,  and  that  is  this : I did  not  have  a chance  this 
morning  to  emphasize  the  importance  of  this  question 
of  Double  Income  Tax  in  connection  with  our  relations 
with  the  United  States  of  America.  First,  I will  put 
a quite  personal  case,  not  that  I am  complaining  in 
any  way  whatever,  because  I do  not  complain  as  a 
rule,  but  just  that  you  may  realize  the  seriousness  of 
the  position. 

8036.  We  would  like  a concrete  case;  it  will  help 
very  much  if  you  will  give  your  case. — In  the  case  of 
my  personal  income  from  my  firm’s  businesses  in 
America,  which  have  been  established  a long  time,  the 
amount  paid  in  America  through  the  firm  and  upon 
my  personal  income,  before  it  is  remitted  home, 
amounted  to  48-18  per  cent.  I had  that  worked  out 
by  one  of  our  staff. 

8037.  That  was  the  tax  upon  your  American  invest- 
ment?— Yes.  The  American  Government  received 
48-18  per  cent,  and  then  on  the  balance  I had  to  pay 
about  10s.  6d.  in  the  pound,  which  amounted  to  27-20 
per  cent,  of  the  American  income,  so  that  the  total 
that  the  two  Governments  received  was  75-38  per 
cent.  I got  less  than  25  per  cent,  of  my  earnings  out 
there.  I just  want  to  put  that  before  you,  because  it 
shows  the  seriousness  of  the  position  as  affecting  other 
people  besides  myself.  Of  course,  I did  not  object  the 
least  bit  whilst  the  war  was  on ; if  they  had  taken  the 
lot  I would  not  have  cared  a bit ; but  now  that  the  war 
is  over  I do  think  matters  of  that  sort  want  redressing 
so  as  to  make  the  burden  equal.  I do  not  know 
whether  you  saw  the  statement  made  by  Mr.  Robert 
Benson,  the  Chairman  of  the  Merchants’  Trust,  to  his 
stockholders  last  March,  on  the  subject  of  the  Double 
Income  Tax  in  the  United  States.  Very  few  men 
know  more  about  American  investments  than  Mr. 
Benson.  He  made  a statement  which  I will  put  in 
if  you  will  allow  me : ‘ ‘ Another  consideration  will 
compel  us  to  abandon  the  American  field  of  invest- 
ment— namely,  the  American  Income  Tax,  except  in 
cases  where  interest  is  payable  tax  free.  The  same 
difficulty  of  the  Double  Income  Tax  militates  against 
Colonial  investments.  Nor,  I may  add,  can  America 
afford  to  take  payment  in  British  securities  for  what 
Great  Britain  owes  her,  and  at  the  same  time  pay  a 
British  Income  Tax  as  well  as  the  American  Income 
Tax  ” — that  is  a very  material  point,  because  if  they 
will  take  payment  in  securities  it  will  undoubtedly 
be  to  our  national  advantage.  “ Reluctant  as  the 
Inland  Revenue  may  be  to  lose  a chance  of  taxing  a 
foreigner,  the  price  of  America’s  co-operation  in  de- 
veloping the  estates  of  the  Empire,  speeding  up  pro- 
duction and  assisting  us  to  get  out  of  her  debt,  will  be 
that  British  securities  held  by  Americans  must  be  tax 
free.  It  is  well  to  recognize  at  once  that  in  this  case 
the  debtor  really  pays ; for  the  creditor  when  he  lends 
and  settles  the  term  of  a loan  naturally  puts  the  tax 
on  the  borrower  and  demands  tax-free  bonds  for  him- 
self. Also  he  will  probably  seek  for  bonds  payable  in 
dollars  or  sterling  at  his  option,  just  as  after  the  Civil 
War  European  lenders  of  money  to  America  insisted 
on  specific  payment  in  gold  dollars.  This  is  a point  bo 
be  remembered  in  the  simplification  and  reform  of 
the  Income  Tax  Acts  so  long  overdue;  so  as  not  to 
warn  off  American  capital,  but  to  facilitate  our  chance 
of  paying  our  debts  in  securities  as  well  as  in  goods 
and  services.”  I think  no  man  can  tell  you  more 
about  the  effect  of  the  Double  Income  Tax  on  United 
States  securities  and  investments  in  the  United 


States,  and  American  investments  here,  than  Mr. 
Benson 

8038.  We  will  now  proceed  with  Mr.  Norton.  I 
understand  you  are  a Chartered  Accountant,  but  you 
have  had  business  connections  with  dyes,  have  not 
you? — (Mr.  Norton ):  Yes;  I am  a director  of  the 
British  Dyestuffs  Corporation. 

8039.  We  have  your  statement.  One  of  our 
colleagues  will  examine  you  upon  it  at  once. — Before 
the  examination  takes  place,  might  I make  a state- 
ment with  regard  to  what  has  taken  place  this 
morning;  it  is  a very  important  matter. 

8040.  Is  it  in  addition  to  what  Sir  Algernon  said? 
— It  is  in  addition. 

8041.  I do  not  want  to  go  into  anything  more 
personal? — No,  it  is  not  a personal  matter  at  all. 
When  I received  this  supplementary  paper  prepared 
by  our  Chairman,  I at  once  saw  what  an  important 
bearing  it  had  on  the  whole  question,  and  I wrote  to 
him  putting  before  him  what  it  really  meant.  You 
have  taken  this  morning  the  case  of  an  income  of 
£10,000.  In  the  remarks  which  were  made,  the  real 
effect  has  not  been  grasped.  What  I fear  is  this : 
practically  all  the  capital  that  is  found  for  new  enter- 
prises in  this  country,  and  for  the  development  of 
enterprises,  comes  from  the  men  who  have  got  already 
over  £5,000  of  income.  All  the  important  extensions 
of  business  and  new  developments  come  from  those 
men.  What  is  going  to  be  the  position?  If  a man 
has  an  income  of  £10,000  he  is  up  to  the  highest 
point  of*  Super-tax.  He  pays  4s.  6d.  on  anything 
beyond,  so  that  if  he  goes  into  a new  venture  under 
Mr.  Currie’s  proposal  he  will  have  to  pay  12s.  9d.  to 
the  Government,  and  take  7s.  3d.  for  himself  on  every 
£.  He  has  got  to  bear  the  whole  risk  of  the  business. 
He  may  lose  the  whole  of  the  oapital  that  he  has 
embarked  in  the  enterprise.  The  Government  are 
perfectly  secure  to  get  12s.  9d.  if  profit  is  made.  The 
taxpayer  bears  any  loss,  and  can  only  hope  to  get 
7s.  3d.  if  profit  is  made.  What  would  be  the  effect 
from  a national  point  of  view  ? It  seems  to  me  it  would 
be  absolutely  disastrous.  New  developments  would 
come  to  an  end.  There  would  be  neither  new  develop- 
ments nor  would  there  be  the  time  and  attention 
given  by  men  of  that  class  to  the  direction  of  new 
businesses.  I think  the  point  should  be  made  quite 
clear,  and  I thought  I had  better  clear  it  up. 

8042.  That  was  quite  clear  to  us  when  we  had  the 
examination? — I am  sorry  if  I have  taken  up  your 
time  unnecessarily. 

8043.  Mr.  McLiniock : On  that  one  point,  of  course 
he  does  not  pay  12s.  9d.  if  there  are  losses  ? — No;  I 
say  12s.  9d.  on  any  additional  income  which  arises 
out  of  the  new  venture. 

8044.  The  risk  of  losing  the  whole  of  his  capital  is 
what  you  think  is  not  worth  the  7s.  3d.? — It  is  not 
worth  the  risk  for  7s.  3d. ; that  is  my  point. 

8045.  Your  own  evidence,  I think,  I may  divide 
into  three  divisions.  There  is  the  general  question  of 
depreciation  which  you  seek  to  extend  to  buildings 
as  well  as  plant  and  machinery? — Yes. 

8046.  There  is  the  question  of  obsolescence,  which 
is  somewhat  similar  to  depreciation;  and  then  there 
is  the  other  question  of  a special  writing-off  allow- 
ance, similar  to  what  has  been  given  during  the  war 
period  for  Excess  Profits  Duty? — Yes. 

8047.  These  are  the  three  points? — Those  are  the 
three  main  points,  but  of  course  there  are  the  sub- 
sidiary points  which  are  mentioned. 

8048.  Then  there  is  the  general  question  of  repairs? 
— Yes. 

8049.  That  expenditure  to  some  extent  affects  the 
allowance  which  would  be  given  for  depreciation 
either  on  plant,  machinery,  or  on  buildings? — Yes. 

8050.  With  regard  to  the  question  of  wasting  assets, 
you  are  referring,  I take  it,  to  wasting  assets  in  this 
country,  suoh  as  a coal  mine? — Yes. 

8051.  Have  you  considered  how  the  life  is  to  be 
ascertained,  in  order  to  arrive  at  the  amount  of  the 
annual  allowance  to  replace  that  wasting  asset? — Do 
you  wish  me  to  deal  with  buildings? 

8052.  No,  a wasting  asset  is  used  up  like  a coal 
mine? — I do  not  profess  to  have  much  knowledge  of 
ooal  mines,  and  if  you  would  not  mind,  my  friend 
Mr.  Leather  will  deal  with  that  question.  I have 
nob  had  any  great  experience  in  coal  mines.  The 
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point  that  I wish  to  bring  forward  particularly  is 
factory  buildings. 

8053.  You  are,  of  course,  aware  that  there  is  an 
allowance  now  given,  the  Schedule  A deduction  being 
the  gross  instead  of  the  net? — Yes. 

8054.  Which  to  some  extent  is  equivalent  to  de- 
preciation on  certain  classes  of  factory  buildings? — 
Yes.  I regard  that  as  altogether  inadequate. 

8055.  Then  would  you  suggest  how  you  would  deal 
with  that? — May  I give  you  an  illustration,  which 
will  show  you  in  the  first  place  how  inadequate  it 
must  be.  Take  a building  which  is  worth  £12,000; 
a fair  average  rack  rent  has  been  and  is  now,  I 
suppose,  about  £600;  one-sixth  of  that  is  £100, 
which  means  it  will  take  you  120  years  to  write  off 
that  asset  of  £12,000. 

8056.  The  one-sixth  is  for  repairs? — No,  I am 
referring  to  the  one-sixth  of  the  rack  rent  which  is 
allowed  by  way  of  depreciation. 

8057.  Yes,  quite? — I say  it  will  take  you  120  years 
on  an  average  to  write  down  a building.  I do  not 
know  whether  this  red  book,  reporting  what  took 
place  when  the  Chambers  of  Commerce  were  before 
the  Board  of  Inland  Revenue  in  1913,  can  be  put 
in  evidence,  but  I then  very  fully  argued  out  the 
question,  and  Sir  Edmund  Nott-Bower  was  present. 
If  this  can  be  put  in  evidence  I think  it  will  give 
you  a very  full  answer  to  all  those  points  and  it  will 
save  time.  [See  App.  No.  18.] 

8058.  May  I put  it  in  this  way.  In  the  illustration 
you  give,  the  one-sixtli  is'  something  less  than  1 per 
cent,  of  the  capital  value,  is  that  your  point? — Yes. 

8059.  What  rate  of  depreciation  do  you  suggest 
on  buildings,  assuming  they  are  kept  up  in  first-class 
repair? — Almost  my  whole  experience  is  amongst 
textile  factories  and  engineering  places,  and  that 
experience,  extending  over  nearly  40  years,  has  led 
mo  to  the  conclusion  that  for  ordinary  factory  and 
mill  buildings,  eliminating  the  motive  plant 
altogether,  2J  per  cent,  is  not  enough.  It  is  barely 
enough  to  provide  for  the  shell  of  the  buildings. 

8060.  Do  you  mean  on  original  cost,  or  on  diminish- 
ing value? — I mean  on  diminishing  value,  but  I think 
it  is  not  possible  to  lay  down  an  exact  rate  for  all 
buildings.  For  instance,  a stone  building  will  last 
longer  than  a brick  building,  and  then  there  are 
certain  classes  of  buildings  which  are  not  built  in  a 
substantial  manner ; but  on  the  average  our  custom  has 
been  to  allow  2 J per  cent,  and  we  have  found  it  not 
enough. 

8061.  Is  this  claim  for  additional  depreciation 
made  in  respect  of  buildings  containing  plant  and 
machinery  or  of  all  buildings? — You  are  raising  a 
very  difficult  point. 

8062.  You  know  the  one-sixth  is  only  given  to 
mills  and  factory  buildings? — Yes.  You  are  raising 
a very  difficult  point  there.  I was  speaking  of 
factory  buildings — mills. 

8063.  Your  suggestion  is  this:  that  there  should 
be  depreciation  on  these  buildings,  and  that  it  should 
be  at  a rate  of  not  less  than  2^-  per  cent,  on 
diminishing  value  ? — That  is  my  first  suggestion  ; I 
want  to  bring  forward  a supplementary  suggestion 
after  that ; but  at  the  least  2^  per  cent,  is  necessary 
in  order  to  provide  for  the  depreciation  which  un- 
doubtedly takes  place.  My  view  is  that  an 
average  engineering  shop  or  mill  is  out  of  date  in 
30  years. 

8064.  What  do  you  mean  exactly  by  out  of  date? — 
I do  not  mean  it  is  no  good  after  30  years,  but  if 
a mill  costs  £40,000  to  build,  at  the  end  of  30  years 
it  will  not  be  worth  more  than  £10,000.  I do  not 
say  that  applies  in  every  instance,  but  if  you  take 
it  on  the  average  I think  that  is  about  the  position. 

8065.  Chairman : If  it  is  constructed  under  proper 
modern  conditions,  does  that  depreciation  hold  good? 
Supposing  you  built  a spinning  mill  30  years  ago, 
at  the  present  time  that  is  not  modern ; do  you 
mean  the  depreciation  takes  in  the  modernity  of  a 
mill,  or  just  simply  depreciation  in  the  mill  itself?— 
No,  I do  not  mean  of  the  structure.  I take  a mill 
not  merely  as  a building,  but  as  a part  of  yoxir  plant, 
and  in  30  years  it  becomes  obsolete  because  of  new 
conditions.  May  I give  you  an  illustration,  which 
will  show  you  what  I mean  at  once.  I have  in  mind 


a fine  mill,  which  cost  something  like  £60,000  to 
build.  It  was  built  when  the  short  machines  were  in 
operation,  and1  the  machines  were  placed  transversely 
across  the  mill,  the  lighting  being  between  the  alleys. 
Then  there  came  the  alteration,  and  the  machines 
were  lengthened,  and  instead  of  the  machines  being 
used  transversely  they  were  put  lengthwise.  The 
result  was  that  my  firm  sold  that  mill  for  £3,500. 
Those  conditions  may  apply  in  the  future.  We  have 
to  take  into  account  all  the  developments  which  are 
likely  to  arise  from  electrical  changes,  and  things 
of  that  kind,  and  I think  it  is  not  fair  to  assume 
that  a mill  is  going  to  be  an  effective  and  efficient 
mill  for  over  30  years.  It  has  a residual  value  at 
the  end  of  that  time,  but  the  loss  in  value  ought  to 
be  provided  for,  and  in  my  opinion  2£  per  cent,  is 
too  low. 

8066.  Mr.  McLintock : Do  not  think  I am  opposed 
generally  to  your  views,  but  suppose  most  of  the  mill 
owners  were  asked  to-day  how  long  it  is  since  their 
existing  buildings  were  erected,  and  to  put  a value 
on  them  for  general  business  purposes,  do  you  think 
this  short  life  would  be  revealed;  in  other  words,  do 
you  think  that  the  bulk  of  factory  buildings  become 
really  obsolete  in  30  years? — I do  not  think  I could 
say  that  definitely.  I say  they  become  so  inefficient 
that  they  are  not  profitable  to  work. 

8067.  You  quite  admit,  unless  by  the  experience 
of  the  past  you  can  show  that  mill  and  factory 
buildings  generally  became  obsolete  within  a period 
of  30  years  to  40  years,  it  is  difficult  to  justify  a 
claim  based  on  that  life? — I think  you  will  find,  if 
you  take  the  average  mills,  that  their  value  has  been 
very  greatly  reduced  after  30  years  of  use.  Take  a 
machine  shop,  for  instance;  that  is  a very  good 
illustration  of  the  depreciation  that  takes  place. 
Within  these  last  30  years  we  have  had  the  introduc- 
tion of  overhead  cranes,  with  electrical  equipment. 
What  has  that  meant?  It  means  that  the  old  shops 
were  frequently  unfitted  for  their  purpose.  You 
want  a new  shop  built  on  modern  principles.  We 
must  expect  to  have,  I think,  greater  developments 
in  the  future. 

8068.  They  do  not  convert  these  old  buildings  and 
modernise  them  and  get  a portion  of  the  expenditure 
allowed  for  Income  Tax  purposes  ? — I do  not  follow. 

8069.  You  have  an  old  building,  and  it  is  not  quite 
suited  to  modern  requirements,  and  you  convert  it?— 
Yes. 

8070.  If  the  cost  of  converting  it,  and  the  repair 
and  alteration  necessary,  were  charged  to  revenue, 
would  that  not  to  some  extent  meet  the  difficulty? — 
I would  rather  answer  you  that  question  in  this  way : 
If  I were  a manufacturer,  I would  not  alter  an  old 
building;  I would  have  a new  one.  To  encumber 
yourself  with  an  old  building  or  an  old  tool  is  to 
spoil  your  chances  of  competition. 

8071.  I quite  agree;  but  at  present  if  you  actually 
replace  an  old  tool  there  is  no  doubt  you  get  the 
allowance? — I think  you  should  regard  a mill  building 
or  a mill  factory  as  a tool — it  is  nothing  more — 
which,  when  it  is  built,  is  an  efficient  tool,  and  as 
time  goes  on  it  becomes  an  inefficient  tool.  There 
is  no  distinction  in  my  mind  between  a mill  and 
plant.  Therefore  I say  it  has  been  entirely  incon- 
sistent to  allow  depreciation  off  plant  and  not  to 
allow  it  off  buildings. 

8072.  In  other  words  you  wish  to  class  the  whole 
building  and  the  plant  therein  generally  as  the  plant 
for  producing  the  particular  goods? — Yes. 

8073.  What  view  have  you  to  express  on  the  ques- 
tion of  providing  for  this  obsolescence,  or  end  of 
the  life,  by  means  of  a sinking  fund? — How  would 
you  apply  the  sinking  fund? 

8074.  You  know  the  two  methods.  You  know  the 
ordinary  municipal  method  of  accumulating  a sink- 
ing fund  invested  in  certain  assets  for  a given  time? 

. — It  does  not  matter  which  way  you  take  it,  a depre- 
ciation fund  is  a sinking  fund  m assets. 

8075.  That  is  to  say,  you  would  want  accumulated 
a sinking  fund  as  a revenue  charge? — I think  it 
should  be  debited  to  profit  and  loss  account. 

8076.  Just  in  the  same  way  as  if  you  paid  it  to 
an  insurance  company? — Quite. 
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8077.  Then  on  the  question  of  obsolescence  your 
point  is  that  you  wish,  if  buildings  or  plant  become 
obsolete,  whether  replaced  or  not,  to  get  an  allow- 
ance for  Income  Tax  purposes?— That  is  so. 

8078.  You  see,  it  would  be  a little  difficult  at 
times  to  arrive  at  the  reason  why  it  has  been  de- 
cided to  scrap  an  old  building  when  you  do  not 
replace? — I appreciate  that  there  would  be  diffi- 
culties, but  I think  obsolescence  should  apply  to 
buildings  just  the  same  as  to  machinery.  We  ought 
not  in  our  minds  to  separate  the  two  things,  that  is, 
the  building  and  the  machinery;  they  are  the  plant 
with  which  a man  works  his  business. 

8079.  A man  has  a particular  machine,  and  he 
says  it  has  become  obsolete,  but  he  does  not  replace 
it  by  any  other  machine? — If  he  sells  it  I think  the 
obsolescence  should  be  allowed. 


8080.  You  are  coming  to  the  point  of  wanting 
capital  losses  allowed  as  revenue,  you  know.  It  is 
difficult  when  you  do  not  replace  a thing  which  you 
say  is  obsolete,  to  say  that  you  should  have  a title  to 
get  an  allowance;  you  appreciate  that  there  will  be 
a difficulty? — It  seems  to  me  it  is  an  incident  of  the 
man’s  business  that  he  gets  a machine,  he  works  it 
for  a number  of  years,  it  is  no  further  use  to  him, 
and  he  sells  it.  Surely,  there  is  capital  used  up 
in  the  production  of  profits,  and  I think  he  cer- 
tainly should  be  allowed  for  the  loss  on  the  obsoles- 
cence of  the  plant,  whether  it  is  replaced  or  simply 
sold  and  not  replaced. 

8081.  I think  you  will  agree  with  me  that  it  is 
rather  exceptional  to  find  a man  who  has  a piece  of 
plant  which  becomes  obsolete,  who  sells  it  and  puts 
nothing  whatever  in  its  place,  and  still  carries  on 
business? — On  the  contrary,  speaking  from  a wide 
experience,  it  is  quite  frequently  the  case  that  the 
machinery  is  not  replaced.  Other  processes  are 
utilized ; the  machine  falls  out  of  use  because  other 
processes  come  in. 

8082.  I think  one  could  reasonably  put  that  for- 
ward as  a ground  for  getting  the  obsolescence  allow- 
ance ? — Yes. 


8083.  In  other  words,  you  want  the  obsolescence 
allowance  interpreted  a little  bit  more  generously ; 
that  is,  you  need  not  actually  replace  a special 
machine  by  another  one  in  its  same  place  to  do  the 
same  type  of  work,  but  if  you  can  show  that  the 
process  has  changed,  and  you  have  had  to  get  other 
plant  to  perform  that  process,  the  machinery  dis- 
carded should  then  be  brought  into  account?— If  we 
go  so  far  why  not  go  to  the  full  extent?  You  are 
going  to  draw  a very  fine  line,  and  you  are  eliminat- 
ing cases  which  are  very  few  indeed. 


8084.  On  the  question  of  arriving  at  the  rates  for 
depreciation  generally,  have  you  any  more  definite 
suggestion  to  make  as  to  how  that  should  be  done? 
At  present  you  have  an  appeal  to  the  General  or 
Special  Commissioners,  and  you  have  also  got  an 
appeal  by  trades  to  the  Board  of  Referees?— You 
are  bringing  me  on  to  this  question  which  is  raised 
about  the  British  Dyestuffs  Corporation  ? 


8085.  Yes,  No.  9.  “ rates  of  allowance  to  be 
agreed  with  accredited  representatives  of  the  several 
trades  interested  ”?— When  we  had  the  deputation 
to  the  Board  of  Inland  Revenue  in  1913  it  was 
practically  arranged  then  that  the  several  trades  in 
the  country  should  be  got  together,  consulted  with, 
and  a rate  of  depreciation  agreed  which  should  apply 
to  the  whole  of  the  trade.  I believe  I am  right 
am  I not,  Sir  Edmund? 


8086.  Sir  E.  Nott-Bower : I am  afraid  I do  nol 
remember,  but  I have  no  doubt  you  are  correct.  Yov 
have  the  record  in  your  hand  there?— Your  Depart 
ment  did  actually  take  the  steps,  and  you  did  agree 
with  certain  trades,  but  it  has  not  been  carried  oui 
universally. 


8087.  Mr.  McLintock : You  know  there 
right  of  appeal  by  trade  to  the  Board  of 
— To  settle  the  rate. 


is  now  a 
Referees  ? 


8088  I do  not  think  it  has  been  taken  much 
advantage  of  up  to  now?_That  is  the  difficulty.  I 
am  afraid  if  we  l<?ave  it  to  the  trades  themselves  to 


take  the  initiative  it  will  never  be  done,  and  conse- 
quently the  individual  has  to  suffer.  It  seems  to  me 
that  the  Inland  Revenue  authorities  themselves 
ought  to  take  the  initiative  and  to  call  together  the 
trades,  and  that  they  ought  to  settle  the  rates  which 
are  to  be  allowed  to  the  particular  trades. 

8089.  Do  you  not  think  the  trades  concerned 
really  ought  to  come  forward,  and  produce  the  evi- 
dence which  they  have  and  the  Inland  Revenue  have 
not,  in  order  to  justify  a given  rate?— Yes,  I do 
think  so,  and  I think  that  the  trades  are  very  remiss 
in  that  respect;  but  we  have  to  face  the  facts  as 
they  are.  It  is  no  one  person’s  job ; most  of  the 
traders  of  the  country  have  got  plenty  to  do,  and 
therefore  it  is  not  done.  If  the  Inland  Revenue 
authorities  would  take  the  initiative  I feel  sure 
that  they  could  collect  the  trades  together  and  get 
the  arrangement  fixed  and  finally  settled. 

8090.  A great  many  trades  have  already,  by 
mutual  agreement  with  the  Inland  Revenue,  settled 
rates  for  their  particular  trades? — Yes. 

8091.  And  that  has  been  done,  as  a rule,  by  the 
traders  approaching  the  Inland  Revenue  people? — 
Yes,  I believe  it  has. 


, cranes  snouia  set  about 

and  present  their  case  either  to  the  Inland  Revenue 
or  the  Board  of  Referees  and  get  it  settled?— I agree 
that  they  should  do  so,  but,  as  I have  said,  if  it  is 
left  in  that  way  I do  not  think  it  will  be  done,  and 
the  individual  has  to  suffer  because  the  trade  will 
not  combine  and  take  the  necessary  action. 

8093.  I think  probably  it  is  a function  of  a 

Chamber  of  Commerce  to  see  that  the  respective 
trades  do  set  about  getting  this  put  right?— I 
entirely  agree.  6 

8094.  On  the  question  of  the  Dyestuffs'  Corporation 
in  paragraph  11  you  refer  to  having  to  pay  6/20ths 
of  the  whole  profits  for  Income  Tax,  and  that  the 

vou^dn  +14S‘  '£.  is  noK  sufficient  to  enable 

you  to  do  three  things,  to  provide  for  your  ordinary 

hniMi™?  fri  tihe  m;itinS  down  of  your  plant  and 
buildings  which  have  been  bought  and  will  continue 

£ iLr  vgh?  °r  ®reCcted  at  a high  price,  and  also 
to  meet  obsolescence  from  various  reasons? Yes. 

8095  Is  your  suggestion  that  the  present  system 
of  getting  a special  writing-off  allowance  which  is  not 
given  for  Income  Tax  except  to  controlled  firms  should 
elac%  He  H my  suggestion 

‘S'6  make  in  paragraphs  11 

and  12?— Yes  I regard  this  as  a vital  necessity 
I have  brought  this  case  of  the  British  Dyestuffs 
before  you  because  it  illustrates  what  applies  I 
mn  *°,  “U  .industries  of  the  country.  It 

IS  rtsolntsl,  of  vital  importance.  Let  us  take  the 
Geiman  industries.  Within  my  own  knowledge  both 

down^heTl  ani(  S'®  ®T1SS  have  act,1Blly  written 
down  the  value  of  their  plant  to  a very  small  figure. 

We  have  to  compete  with  them.  We  have  to  put 
costVforo'lh"*  1 S^d  th‘nk-  three  times  the 

we  have  rtth  'Tar’  S°. ,tllat  °?r  position  will  be  that 
wo  have  tin eo  times  the  capital  outlay  against  the 
original  German  outlay  already  written  down. 

Hove  not  yon  had  Some  special 
allowance  made  by  the  Government?— We  have  had 
very  considerable  allowance  made  on  the  plant  which 
has  already  been  put  down. 

— haTe«“t  r/oIIy  taken  into  account? 
-f J Y”  talking  now  of  the  future.  We  are  going  to 
spend  several  millions  more  money.  S g 

m-Tt9'iw?P°Sin?  that  y”'1  make  three  times  the 
profit,  in  those  circumstances,  as  you  did  previouslv 

C pflenty  of  mon7 th™  -I  w3 

7 aim  a \lf  I™  "'ere  So  fortunate. 

srrv-rH&HHS--™ 

temporary  legal d that  as  merely 

does  not  faff4  y,our  .f1'0*5*8  considerably  enlarged  it 
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immediate  future  and  make  a fair  estimate  of  what 
we  are  likely  to  get,  and  I regard  the  position  as 
most  serious.  If  this  arrangement  which  has  ap- 
plied hitherto  in  regard  to  the  Excess  Profits  Duty 
does  not  continue  it  seems  to  me  that  the  Govern- 
ment will  take  all  the  profits.  They  are  partners 
at  present,  and  so  it  will  come  to  a large  extent  out 
of  their  pockets  either  one  way  or  the  other. 

8102.  I quite  understand. 

8103.  Mr.  McLintoch : I think  you  might  illustrate 
what  you  are  .afraid  of  in  the  future  by  what  has 
already  happened  in  the  past  in  two  of  these  dye 
firms;  I happen  to  know  of  it. — I do  not  want  to 
give  figures. 

8104.  The  point  is  you  get  a special  writing-off 
allowance  on  this  enhanced  cost  of  your  plant  and 
buildings  for  Excess  Profits  Duty,  but  you  do  not 
get  it  for  Income  Tax  unless  you  happen  to  be  a 
controlled  firm? — Yes. 

8105.  One  of  the  dye  firms  is  not  controlled, 
Levinsteins? — They  did  not  get  the  allowance. 

8106.  British  Dyes  got  an  allowance  for  the 
special  writing-off,  both  for  Excess  Profits  Duty  and 
for  Income  Tax.  Levinsteins,  with  the  same  plant 
and  the  same  type  of  building,  got  the  allowance 
for  Excess  Profits  Duty,  but  no  allowance  for  Income 
Tax? — That  is  so. 

8107.  Is  the  point  you  wish  specially  to  make 
that  in  future,  if  the  special  writing-off  allowance 
is  given,  it  should1  apply  for  Income  Tax;  the  Excess 
Profits  Duty  is  a temporary  tax? — Yes.  Of  course, 
we  are  dealing  only  with  Income  Tax,  are  we  not? 

8108.  You  wish  to  get  that  type  of  allowance  con- 
tinued in  the  future  which  was  not  given  prior  to 
Excess  Profits  Duty  coming  into  force? — That  is  so. 

8109.  Is  there  anything  further  you  wish  to  add 
yourself  on  this  question? — I did  want  to  make  a 
suggestion.  I think  at  the  present  time  the  Govern- 
ment should  take  into  consideration  the  fact  that 
new  developments  will  be  going  on  under  very  costly 
conditions,  and  that  the  position  of  manufacturers 
especially  is  altogether  different  from  what  it  was 
before  the  war.  Not  only  that,  but  the  Government 
are  practically  now,  shall  I say,  the  predominant 
partners  in  a pecuniary  way  in  all  businesses.  In 
large  businesses  where  Super-tax  has  to  be  paid  it 
means  that  the  Government  are  taking  practically 
one-half  of  the  profits.  If  that  is  so,  it  seems  to 
me  that  the  Government  must  take  up  the  position 
that  an  ordinary  partner  would  have  to  take  up. 
I want  to  suggest  that  something  beyond  ordinary 
depreciation  should  be  allowed.  No  man  carries  on 
his  business  without  making  what  I would  call  pru- 
dential reserves.  Whilst  the  Government  are  taking 
10s.  in  the  £ of  profits,  it  seems  to  me  that  they 
must  allow  these  prudential  reserves  to  be  made  by 
manufacturers  and  others,  otherwise  it  would  be 
impossible  for  a man  to  make  proper  provision  for 
contingencies  which  are  unknown  and  unforeseen. 
I make  a very  strong  point  of  this.  I know  that  it 
is  felt  very  strongly  by  manufacturers  in  my  own 
district,  and  I.  would  ask  for  it  your  most  serious 
consideration.  As  to  the  form  in  which  relief  should 
be  given,  it  can  be  done  by  an  extra  allowance  off 
fixed  plant  perhaps.  I said  I was  content  for  the 
moment  with  not  less  than  2^  per  cent,  on  buildings, 
but  I wanted  to  bring  something  more  forward.  I 
think,  with  regard  to  all  fixed  plant,  in  view  of  the 
fact  that  the  Government  are  taking  10s.  in  the  £ 
of  the  profits,  there  should  be  a prudential  reserve 
in  addition  to  the  ordinary  allowances  for  deprecia- 
tion. It  might  be  by  doubling  the  amount  of  de- 
preciation or  something  of  that  sort.  That  is  the 
main  point  which  I wish  to  bring  forward  for  your 
consideration. 

8110.  They  do  not  take  10s.  from  the  profits  of 
a limited  company — not  yet? — It  is  as  broad  as  it  is 
long,  they  get  the  10s.  in  the  end. 

8111.  Chairman:  That  is  the  conclusion  of  Mr. 
McLintock’s  examination  on  your  evidence.  Mr. 
Leather,  I think,  supports  you  in  all  these  points. 
Mr.  Geoffrey  Marks  has  asked  to  put  one  question 
to  you,  but  I thought  if  Mr.  Leather  came  on  now 
the  examination  of  the  whole  of  the  Commission  could 


be  upon  him,  so  that  you  could  each  have  a share 
of  the  examination  and  cross-examination.  There- 
fore, if  Mr.  Geoffrey  Marks  will  ask  you  his  question 
now,  we  will  then  proceed  with  Mr.  Leather’s 
examination. 

8112.  Mr.  Maries : You  took  the  case  of  a building 
worth  £12,000  producing  a rack  rental  of  £600,  and 
you'  spoke  of  the  one-sixth  allowance,  £100  a year, 
as  replacing  the  capital  value  in  120  years? — Yes. 

8113.  Have  you  not  overlooked  two  things : first, 
that  the  allowance  of  one-sixth  is  not  for  replacement 
but  for  repairs? — No,  I think  I am  right,  it  is  also 
by  way  of  depreciation  now. 

8114.  Well,  I do  not  think  that  is  its  ostensible 
object.  It  is  an  allowance  for  repairs,  and  it  is 
continually  spoken  of  and  generally  spoken  of  as  an 
allowance  for  repairs — a maintenance  allowance,  if 
you  like,  but  not  a replacement  allowance. 

8115.  Mr.  McLintoclc : There  are  two  points  there, 
and  I may  not  have  made  it  quite  clear.  There  is  a 
one-sixth  allowance  taken  off  before  you  pay  your 
Schedule  A tax,  and  in  computing  your  profits  you 
were  formerly  only  allowed  to  deduct  the  net 
Schedule  A assessment? — That  is  so. 

8116.  But  under  the  new  arrangement  you  are 
allowed  to  deduct  the  gross  Schedule  A assessment?— 
Yes. 

8117.  And  the  difference  between  the  two  is  sup- 
posed to  cover  the  depreciation  of  buildings? — Yes. 
It  really  comes  to  this,  that  we  are  allowed  by  way 
of  depreciation  of  buildings  the  one-sixth  to  which 
I refer;  that  is  the  effect  of  it. 

8118.  Chairman : Mr.  Leather,  you  probably  may 
have  to  answer  questions  arising  on  Mr.  Norton’s 
paper? — (Mr.  Leather ):  I understand,  my  lord. 

8119.  Sir  J.  Harmood-Ba  liner : Referring  to  the 
evidence  which  Mr.  Norton  has  given,  is  not  the 
last  contention  with  regard  to  money  which  has 
been  expended  under  the  authority  of  the  Govern- 
ment by  controlled  firms,  that  they  are  treated 
differently  from  concerns  which  have  not  come  under 
the  Government  order  for  extensions? — I gathered 
that  Mr.  Norton’s  view  was  that  the  same  treatment 
that  had  been  applied  to  Government-controlled  firms 
should  be  applied  to  all  firms,  and  to  future  trans- 
actions, and  not  only  to  past  transactions. 

8120.  To  future  transactions  only  and  not  to  old 
ones? — I gathered  that;  and,  personally,  I think  as 
far  as  possible  it  ought  to  be  allowed  to  apply  to 
past  transactions,  or  else  I think  the  position,  from 
a financial  point  of  view,  will  be  a very  difficult  one. 
If  I might  very  briefly  say  so,  I think  the  idea  of 
the  ordinary  commercial  man  is  to  provide,  by  means 
of  his  depreciation  fund,  a sufficient  amount  to  replace 
his  existing  machinery,  and  by  his  reserve  fund 
to  provide  a fund  for  the  extension  of  his  business. 
If  at  the  present  time  the  trader  is  only  allowed  to 
write  off  depreciation  on  the  original  cost  of  his 
machinery,  when  the  day  comes  for  the  replacement 
of  the  machinery — it  may  be  next  year  or  the  year 
after — it  would  cost  him  two  or  three  times  as  much 
as  the  depreciation  fund,  and  therefore  he  would 
have  no  fund  available  for  that  purpose;  he  would 
therefore  require  to  issue  additional  capital. 

8121.  Chairman:  I see  Mr.  Norton  is  shaking  his 
head  at  your  statement ; does  that  mean  he  does  not 
agree  with  you?— (Mr.  Norton):  Yes,  my  lord,  I am 
afraid  I ought  to  .have  mentioned  this  to  Mr. 
Leather. 

8122.  Sir  J.  Sarmood-Banncr : Might  I just  put 
a question  .with  regard  to  the  British  Dyes  con- 
cern. The  Government  have  induced  the  company 
to  spend  a very  large  sum  of  money.  Did  I gather, 
from  what  you  said,  that  you  consider  the  Govern- 
ment ought  to  give  to  that  company  extended  pro- 
visions for  depreciation,  allowances  larger  than  they 
would  have  done  to  companies  which  have  previously 
been  in  existence? — I do  not  in  my  remarks  wish 
to  confine  the  Government  action  in  any  way  to  the 
British  Dyestuffs  Corporation,  but  to  let  it  apply 
to  all  similar  businesses  which  are  in  that  position. 
T merely  used  the  British  Dyestuffs  Corporation  rs 
a convenient  illustration. 

2 C 
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8123.  The  reason  I ask  is  this,  because  there  are 
different  methods  of  Government  dealing  with  these 
matters.  In  some  cases  the  Government  has  lent 
very  large  sums  of  money,  in  fact  they  have  become 
partners;  you  do  not  differentiate  at  all  between 
these  concerns  and  others  as  to  the  extra  amount 
of  depreciation  which  you  ask  for ; that  is  to  say, 
where  the  Government  have  become  partners  and 
induced  you  to  spend  a very  large  sum  of  money, 
and  to  bring  that  down  to  the  pre-war  level  you 
want  extra  allowances,  you  do  not  want  to  get  auy 
benefit  yourselves  other  than  what  you  are  asking 
for  the  rest  of  the  community? — That  is  so. 

8124.  Chairman:  Now  about  the  point  between 

you  and  Mr.  Leather ; can  you  settle  that  so  that 
one  statement  shall  go  down? — I had  better  explain 
my  position,  my  lord.  I am  not  here,  I am  sure 
none  of  us  is  here,  to  take  advantage  of  the  Govern- 
ment or  Inland  Revenue  authorities.  We  have  to 
face  the  situation  as  it  stands.  Mr.  Leather,  it 
seemed  to  me,  was  suggesting  that  because  there  has 
been  a great  appreciation  of  machinery,  it  would  be 
necessary  for  us  to  have  a larger  depreciation.  If 
we  do  not  give  the  Government  the  benefit  of  the 
appreciation,  surely  in  regard  to  existing'  plant  we 
cannot  expect  extra  depreciation.  (Mr.  Leather) : 
I know  it  cuts  both  ways.  (Mr.  Norton) : I thought 

he  was  getting  on  to  dangerous  ground ; that  is 
the  only  thing.  Mr.  Leather  did  mention  it  in 
his  memorandum,  and  I ought  to  have  discussed 
it  before,  but  I had  not  an  opportunity.  (Mr. 
Leather) : Might  I intervene  for  a moment?  We 

are  putting  forward  the  views  expressed  by  various 
Associated  Chambers  of  Commerce,  and  this  is  the 
view  held  very  strongly  by  certain  Chambers  of 
Commerce. 

8125.  Is  the  evidence  that  we  have  been  listening 
to  this  morning  just  the  expression  of  views  which 
are  held  by  various  Chambers  of  Commerce? — No, 
it  is  our  view  as  a Committee  who  have  considered 
their  evidence. 

8126.  But  you  are  not  agreed,  you  see,  on  this 

point.  If  we  are  to  take  it  as  not  being  from  your 
organisation,  it  is  very  difficult.  Do  you  want  to 
proceed  any  further  with  it? — (Mr.  Norton)  : No. 

(Mr.  Leather) : I am  quite  content. 

8127.  Mr.  Manville : Are  you  acquainted  with  the 
methods  of  depreciation  which  are  in  use  in  the 
United  States  of  America? — The  allowances  for  de- 
preciation in  America  are  made  upon  all  property 
that  is  used  in  the  business.  They  allow  reasonable 
allowance  for  wear  and  tear  of  property  used  in 
the  trade  or  business,  including  a reasonable  annual 
allowance  for  obsolescence. 

8128.  Mr.  Walker  Clark : I n the  evidence  both  of 
Mr.  Leather  and  of  Mr.  Norton  a number  of  items 
are  included  besides  buildings.  For  instance,  Mr. 
Leather  includes  “ plant,  machinery,  motor  vehicles, 
furniture,  fittings,  outlay  on  leasehold  premises,  shaft 
sinking,  pit  development,  &e.,  &c.”  I should  like 
to  know  if  those  double  “ &c.’s  ” include  shop  fronts 
and  expensive  shop  fixtures? — I believe,  as  a matter 
of  fact,  in  some  cases  allowances  are  made  for  such 
outlay. 

8129.  No,  they  are  not.— That  is  where  the  practice 
varies  sometimes,  as  it  is  bound  to  do. 

8130.  You  think  they  ought  to  be  included? 

Certainly,  if  it  is  a legitimate  trade  expense. 

8131.  And  dilapidations  charges? — What  do  you 
mean  by  that? 

8132.  Restoration? — Do  you  mean  in  the  case  of 
a man  who  is  occupying  leasehold  premises? 

8133.  Yes. — I think  most  certainly,  if  a man  has 
premises,  say,  on  a 10  years’  lease,  and  he  expends 
money  on  alteration  and  in  improving  those  pre- 
mises, and  does  additional  business  and  produces 
additional  revenue  and  pays  additional  Income  Tax, 
and  at  the  end  of  10  years  those  premises  have  to 
revert  to  the  original  owners,  he  ought  to  receive 
an  allowance  for  that  additional  outlay  spread  over 
the  term  of  the  lease. 

8134.  I am  glad  to  hear  that  last  expression ; I 
think  it  is  very  useful.  In  Mr.  Norton’s  evidence, 


in  paragraph  12,  he  suggests  some  tribunal  should 
be  established  for  dealing  with  special  cases ; is  that 
a new  tribunal? — (Mr.  Norton):  I think  there  is  an 
existing  tribunal  which  probably  could  be  continued 
with  advantage.  (Mr.  Leather) : The  Board  of 

Referees. 

• 8135.  The  Excess  Profits  Duty  tribunal.  It  is  not 
the  ordinary  appeal  to  the  Special  Commissioners  and 
to  the  General  Commissioners? — No. 

8136.  It  is  the  Excess  Profits  Duty  tribunal? — 
That  is  what  I had  in  mind — the  Board  of  Referees, 
yes. 

8137.  Mr.  Synnott : That  list  which  Mr.  Walker 
Clark  has  referred  to  includes  things  many  of  which 
could  be  used  in  farming? — Yes. 

8138.  Would  you  apply  this  principle  to  farming? 
— Yes,  I should,  certainly. 

8139.  You  said  you  would  apply  it  to  all  trades. 
You  would  apply  it  to  merely  distributing  trades, 
or  what  I may  call  middle-men  trades,  as  well  as 
producers? — The  question  of  depreciation,  yes,  in 
so  far  as  it  applied  to  any  assets  that  were  subject 
to  wear  and  tear  or  obsolescence. 

8140.  The  object  which  Mr.  Norton  referred  to  was 
to  increase  production  and  to  stave  off  unfair  com- 
petition by  foreign  countries.  That  would  not  apply 
to  mere  distributing  trades.  Let  me  give  you  an 
example.  The  sum  of  £50,000  spent  in  buildings  to 
make  an  attractive  shop  building  to  attract 
customers;  would  you  allow  the  same  depreciation 
there  as  to  the  cost  of  the  necessary  plant  put  in 
for  production  ?— No.  I gather  that,  supposing  the 
principle  was  allowed  of  depreciation  of  buildings 
or  upon  outlay,  the  Board  of  Referees,  or  whatever 
authority  you  had,  would  settle  the  particular  rate. 
It  might  be  one  per  cent,  in  this  case,  and  it  might 
be  ten  per  cent,  on  plant  and  machinery. 

8141.  You  would  make  a difference  between  those 
two  trades? — If  the  assets  involved  would  be  dif- 
ferent, I agree. 

8142.  Would  you  make  any  distinction  between 
expenses  on  buildings,  and1  so  on,  shop  fronts  used 
for  mere  advertisement  purposes,  and  buildings  used 
for  necessary  production? — I canuot  say  I have  con- 
sidered that  point  very  closely. 

8143.  There  is  another  point  in  Mr.  Norton’s 
evidence,  and  perhaps  he  would  like  to  answer. 
What  Mr.  Norton  is  afraid  of  is,  as  I understand, 
German  competition  under  these  circumstances  work- 
ing on  a very  low  capital? — (Mr.  Norton):  Yes. 

8144.  I do  not  like  to  use  the  word  “ protection  ” 
at  all,  but  could  that  not  be  obviated  in  many  other 
ways? — I am  afraid  not.  It  would  take  me  probably 
two  or  three  hours  to  explain. 

8145.  You  do  not  think  those  articles  are  going  to 
be  allowed  in  here  except  under  conditions,  do  you? 
— That  is  so ; but  that  does  not  finish  the  matter. 

8146.  Mr.  Marks:  You  say  in  your  proofs  [see  para. 
7705  (2),]  that  “ adcquato  rates  of  depreciation  for 
such  annual  reduction  in  value  should  be  fixed”? — 
Yes. 

8147.  And  at  the  end  of  your  proof  you  submit  a 
chart  showing  how  a sum  of  £100  may  be  redeemed 
by  various  allowances  from  24  per  cent,  to  20  per 
cent.  ? — Yes. 

8148.  That  is  on  the  decreasing  value  after  the 
deduction  of  the.  annual  percentage? — That  is  so,  yes. 

8149.  Of  course,  there  is  the  minor  point  that  you 
would  never  come  to  the  end  of  the  capital  that  you 
are  applying  to  one  particular  thing,  machinery  or 
buildings,  Avh'atever  it  may  be;  that  is  a small  point? 
— (Mr.  Leather)  : In  my  case  I would.  I fix  a resi- 
dual value,  10  per  cent,  of  the  cost. 

8150.  Mi-.  Norton  spoke  of  taking  120  years  to  re- 
place £12,000  by  £100  a year?— Yes. 

8151.  Do  you  agree  with  that? — Well,  there  is  a 
question  of  compound  interest  to  bring  into  account. 

8152.  That  is  my  point;  that  is  a very  important 
question.  You  realize  that  if  the  Inland  Revenue 
is  to  make  this  allowance  for  the  amount  of  each 
annual  instalment  of  capital  outlay,  that  amount 
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being  taken  out  of  the  profit,  it  would  make  a very 
great  difference  in  estimating  the  allowance  whether 
compound  interest  is  taken  into  account  or  not? — 
(Mr.  Norton) : May  I answer  that?  I had  to  con- 
sider that  point,  and  I have  come  to  this  conclusion : 
that  in  the  earlier  years  the  mill  repairs  would  be 
very  small ; in  the  later  years  they  would  become 
very  large,  and  therefore  the  additional  repairs  in 
the  later  period  would  compensate  for  the  question 
of  compound  interest. 

8153.  I canot  go  into  it  to  the  bottom  with  you,  but 
I cannot  accept  that,  and  if  you  had  a schedule  show- 
ing particular  sums  per  annum,  which  you  might  in 
your  business  apply  to  depreciation,  dividing  each 
payment  into  principal  and  interest,  I think  you 
would  see  that  hardly  coincides  with  the  fact? — 
Any  way,  I think  the  £100  a year  in  my  example 
[see  par.  8055]  is  not  anything  like  sufficient.  That 
is  ray  point.  (Mr.  Leather ) : Might  I say  that  the 
average  rate  on  plant  just  now  is  5 per  cent,  or 
per  cent.  I have  here  letters  from  Sheffield,  in 
which  they  quote  12£  per  cent,  on  general  engineer- 
ing plant,  and  I suppose  nobody  can  speak  with  more 
authority  than  Sheffield  on  that.  It  is  12^  per  cent, 
on  steel  works  plant  and  10  per  cent,  on  rolling  mills 
plant,  and  the  engineer  of  Vickers  quotes  as  follows: 
armour  plant  15  per  cent.,  open  hearth  furnace  plant 
12^  per  cent. 

8154.  I am  not  on  the  question  of  how  much,  but 
the  question  of  how  long? — Yes,  certainly. 

8155.  For  instance,  if  I turn  to  your  chart  where 
you  say  that  5 per  cent,  takes  some  42  or  43  years, 
on  that  principle,  of  course,  that  is  correct? — Yes. 

8156.  Suppose  you  take  5 per  cent,  per  annum 
of  the  capital  as  an  even  annual  sum  and  accumu- 
late it  at,  say,  4 per  cent,  interest,  it  would  only 
take  15  or  16  years.  And  there  is  another  point 
which  I wish  to  make,  which  has  already  been  men- 
tioned1 by  Mr.  McLintock : that  in  the  business 
which  you  represent,  if  you  are  not  in  a position  to 
utilise  the  depreciation  funds  in  the  business,  you 
could  quite  easily  pay  an  insurance  company  the 
annual  amount  which  you  think  necessary,  and  they 
would  give  you  compound  interest  on  it? — I admit 
that,  but  I think  even  then  the  present  rates  are 
not  adequate. 

8157.  My  only  point  is  not  whether  the  amount  of 
the  rate  is  adequate,  but  how  the  adequate  rate 
should  be  calculated? — Certainly. 

8158.  Chairman:  Mr.  Lakin-Smith,  there  are  some 
new  points  in  your  evidence.  We  shall  not  take 
long  over  them.  Mr.  Pretyman  will  ask  you  a few 
questions  on  your  statement. — (Mr.  Lakin-Smith ) : 
If  you  please. 

8159.  Mr.  Pretyman : I see  you  advocate  the  aboli- 
tion of  Schedule  E.  in  the  first  instance,  that  is, 
salaries  of  Government  servants? — Salaries  of  public 
servants. 

8160.  Do  you  think  there  is  any  particular  waste 
or  loss,  or  difficulty  in  doing  it  as  it  is  now ; what 
would  be  the  advantage?— I think  the  great  ad- 
vantage would  be  the  simplification  of  getting 
money  in,  and  in  making  assessments.  There  is  an 
amount  of  confusion  among  many  individuals  to-day 
in  receiving  a whole  series  of  papers  that  they  do 
not  understand;  I know  those  who  receive  a dozen 
different  papers  of  this  kind1  within  a few  weeks, 
and  that  causes  a good  deal  of  confusion,  because 
they  do  not  realize  where  they  are  returning  the 
whole  of  their  income,  or  where  they  are  getting 
deductions  for  Life  Assurance. 

8161.  Does  not  that  largely  arise  from  collecting 
at  the  source? — I do  not  think  so  altogether.  There 
is  a narrow  line  drawn  now  as  to  whether  a man 
comes  under  Schedule  D or  Schedule  E.  One  man 
who  is  a manager  comes  under  Schedule  D and 
another  manager  is  put  under  Schedule  E as  a 
public  servant.  It  is  very  uneven  all  through. 

8162.  I thought  you  meant  it  caused  confusion 
with  the  one  particular  man? — It  does  too,  but  it 
causes  double  confusion.  I do  not  want  to  touch 
on  the  other  point;  evidence  will  come  from  Mr. 
Quin  later  on  the  question  of  taking  only  one  year 


instead  of  three.  If  we  simplify  things  in  that  way, 
and  put  Schedule  D on  a one  year  basis,  then  the 
reason  for  Schedule  E,  which  is  on  one  year,  drops. 

8163.  On  the  other  hand,  you  suggest  that  every- 
body should  make  full  returns  of  income  from  all 
sources? — On  one  form,  not  on  Schedule  D in  one 
case  and  on  Schedule  E in  another. 

8164.  Of  course,  a great  many  do  now,  but  some 
do  not.  Where  income  is  deducted  at  the  source, 
where  a man  has  no  payment  to  make  which  com- 
pels him  to  make  a return,  is  it  not  rather  unneces- 
sary to  ask  him  to  make  a return? — The  view  of 
the  Chambers,  and  we  are  quite  united  on  this,  is 
that  first  of  all  there  ought  to  be  a statement  of 
each  man’s  total  income,  dealing  with  Super-tax  and 
everything  else.  Now  the  only  way  to  do  that  is  to 
get  it  on  one  form.  If  you  have  that  you  must 
abolish  Schedule  E to  make  it  simpler,  and  then  if 
you  follow  our  suggestion  you  would  make  the  com- 
plete return  go  to  one  Surveyor. 

8165.  Something  in  the  nature  of  the  Super-tax 
return? — It  would  take  the  place  of  it  in  a sense. 

8166.  The  Super-tax  return  is  on  those  lines  now? 
— Yes,  the  return  is  on  those  lines  for  those  who  pay 
Super-tax,  but  not,  of  course,  for  those  who  do  not. 

8167.  So  far  as  Super-tax  payers  are  concerned 
it  is  on  those  lines  now.  What  you  would  advocate 
is  that  everybody  should  present  the  same  sort  of 
return  as  Super-tax  payers  do? — Yes,  I think  it 
would  help  to  avoid  evasion  in  Super-tax,  too,  if  it 
was  taken  at  the  earlier  point,  because  you  are  aware 
that  the  Super-tax  basis  is  precisely  what  the  Income 
Tax  was  for  the  previous  year.  Therefore,  if  the 
Income  Tax  is  wrong  the  Super-tax  may  be  wrong. 

8168.  And  also  there  may  be  people  who  are  just 
within  the  Super-tax  limit,  but  who  do  not  make  a 
return  at  all? — Yes. 

8169.  Then  I see  you  advocate  having  one  single 
Income  Tax  and  not  having  a Super-tax,  but  you 
add  at  the  end : “Of  course  such  a scheme  would 
involve  the  fixing  of  a standard  rate  for  deduction  at 
the  source;”  which  would  mean  under  present  cir- 
cumstances at  6s.  as  the  standard  rate.  How  would 
doing  that  differ  from  what  is  done  now? — It  does 
not  really  matter,  but  there  would  have  to  be  a 
standard  rate  fixed ; in  some  cases  there  would  have 
to  be  additional  assessments  and  in  others  they  would 
be  largely  let  off. 

8170.  Then  what  you  propose  is  really  what  is 
being  dene  now? — Certainly. 

8171.  You  could  not  possibly  deduct  at  the  source 
all  the  way  down  on  the  maximum  rate? — No. 

8172.  You  must  have  a standard  rate? — Yes. 

8173.  That  is  what  you  do  now? — Yes.  We  do  not 
want  to  appear  to  depart  from  the  point  that  there 
must  be  a standard  rate. 

8174.  Take  the  first  point,  that  what  you  want  is 
that  the  thing  should  be  as  well  understood  as  possible 
and  as  simple  as  possible.  Does  it  not  seem  rather 
more  to  appeal  to  the  public  mind  and  make  it  per- 
fectly clear  if  the  standard  rate  is  your  Income  Tax, 
and  the  other,  which  is  an  increment  on  the  top  of  it, 
should  be  called,  as  it  is,  a Super-tax? — I think  there 
was  a good  deal  in  that  at  the  beginning,  but  now 
that  Income  Tax  is  so  high,  there  is  no  necessity  for 
it ; I think  everybody  knows  about  it  now. 

8175.  You  would  have  no  rate  of  Income  Tax  then 
at  all ; you  would  simply  have  a standard  rate — or  it 
would  not  be  quite  a standard  rate? — It  would  be  a 
standard  rate  of  deduction,  that  people  would  have 
eventually  adjusted  according  to  the  graduations  that 
might  be  in  force  at  the  time. 

8176.  Ever  since  the  history  of  the  tax  began, 
Income  Tax  has  always  been  looked  upon  as  some- 
thing that  must  have  a definite  figure  to  it? — Yes. 

8177.  There  would  be  no  definite  figure  under  your 
scheme  at  all  ? — There  would  be  the  same  definite 
figures  that  there  are  now. 

8178.  Would  you  get  the  same  result?  You  would 
not  call  it  a 6b.  Income  Tax,  or  a 5s.  Income  Tax,  or 
whatever  it  is;  it  would  be  simply  Income  Tax? — Yes. 
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8179.  And  the  standard  rate  for  deduction  would 
be  altered? — Yes. 

8180.  But  you  would  not  be  able  for  the  purpose  of 
comparison  to  call  it  a 6s.  or  a 5s.  Income  Tax? — No, 
the  standard  would  be  comparable,  but  not  the  types. 

8181.  Mr.  McLintock : There  is  just  this  one  point 
I would  like  to  ask  you  about.  You  suggest  making 
appeals  to  the  Board  of  Referees? — Not  making  ap- 
peals to  the  Board  of  Referees. 

8182.  What  is  the  difference? — Will  you  let  me  see 
just  what  I have  put;  I do  not  think  it  is  quite  that. 

8183.  It  is  under  heading  (4)  Appeals.  What  is 
the  suggestion?— The  suggestion  is  this.  First  of  all, 
we  are  unitedly  most  anxious  that  nothing  shall  be 
done,  in  any  change,  which  takes  away  the  absolute 
right  to  appeal  in  every  case  to  the  Special  or 
General  Commissioners  that  now  exists.  It  has  been 
taken  away  in  the  case  of  Excess  Profits  Duty  in 
certain  cases,  as:  you  know.  Therefore  when  we 
suggest,  as  we  do,  that  the  existing  Board  of  Referees, 
of  which  we  have  experience  and  which  we  know  is 
most  useful,  should  be  continued  for  dealing  with  such 
questions  as  classes  of  trade,  depreciation,  or  other 
special  matters,  we  make  that  suggestion  with  the 
very  vital  reservation  that  on  no  account  whatever 
should  the  absolute  right  of  appeal  which  we  have 
now  be  taken  away. 

8184.  Then  this  is  only  on  limited  points? — On  any 
point ; but  the  right  of  appeal  must  still  exist ; that 
is  our  point. 

8185.  You  do  not  suggest  having  appeals  held  by 
the  Board  of  Referees  on  taxation  points  generally? — 
I dislike  it  extremely,  if  I may  speak  for  myself. 
After  many  years  of  experience  I should  like  to  say. 
in  fairness,  that  my  experience  of  the  Special  Com- 
missioners is  that  they  are  absolutely  excellent  and 
fair  in  every  particular.  I should  like  to  say  that, 
with  a personal  experience  of  a good  many  years. 

8186.  Mr.  May:  Do  you  say  that  also  with  refer- 
ence to  the  General  Commissioners? — I have  not  been 
before  the  General  Commissioners  for  about  15  years, 
but  I think  my  answer  would  be  the  reverse. 

8187.  Have  you  any  suggestion  to  make  as  to  their 
reform? — We  do  not  suggest  doing  away  with  the 
General  Commissioners,  but  we  suggest  there  might 
be  more  care  taken  in  their  appointment.  For  ex- 
ample, I may  instance  one  Board  without  giving  the 
district,  which  consisted  of  a clergyman  who  knew 
nothing  about  Income  Tax,  a small  rent  collector,  and 
another  man  in  some  similar  class  of  business. 

8183.  Chairman:  This  is  not  in  your  paper,  is  it? — 
No.  , 

8189.  It  would  be  a very  good  plan  to  send  us  this, 
because  we  have  to  consider  this  matter? — We  have 
suggested  here  that  the  appointment  of  General  Com- 
missioners should  be  strengthened. 

8190.  Mr.  May : The  evidence  of  these  gentlemen, 
representing  as  they  d.o  such  a large  area  of  trade, 
is  very  important.  I should  like  to  know  whether 
you  have  any  opinions  as  to  the  disadvantage  of 
General  Commissioners  from  the  point  of  view  of 
commercial  men  revealing  their  affairs  to  local  com- 
petitors?— If  I may  say  So,  I believe  there  are 
disadvantages. 

8191.  Sir  Warren  Fisher:  There  is  just  this  one 
question  I want  to  ask.  In  connection  with  appeals 
there  is  one  remark  of  yours  that  I do  not  understand, 
namely,  that  it  is  not  satisfactory  that  one  party  to 
an  appeal  should  be  present  as  an  act  of  grace,  or  that 
the  Surveyor  should,  be  present  with  the  Commis- 
sioners without  the  presence  also  of  an  accountant  or 
appellant.  Is  it  not  the  case  that  some  few  years  ago 
there  was  a decision  in  the  Courts  settling  that  point  ? 
There  had  been  a practice  of  the  Surveyor  remaining 
after  the  case  had  been  heard,  when  the  Commissioners 
were  coming  to  their  decision..  Are  you  referring  to 
that? — We  quite  believe  that  that  is  so.  We  have 
had  So  many  complaints  sent  us  by  various  Chambers 
of  Commerce  that  we  thought  we  ought  to  record  the 
fact  that  complaints  have  still  been  received.  We 
agree  with  you  entirely  in  our  view,  but,  we  did  not 
think  it  right  to  pass  it  over,  as  we  had  so  many 
complaints;  that  is  all. 

8192.  Mr.  Walker  Clark : In  your  statement,  you 
say  that  the  taxpayer  is  to  be  assessed  either  in  the 


district  where  he  lives,  or  at  his  chief  place  of  busi- 
ness. Who  is  to  elect  the  place  of  assessment,  the 
taxpayer  or  the  Inland  Revenue? — That  suggestion 
was  really  put  in  to  indicate  that  whichever  way  it 
was  done  now  might  continue  to  save  alteration. 
I am  rather  inclined  to  think  that  taking  the  place 
where  the  man  lives  is  the  easiest  way  of  knowing  all 
about  it.  It  does  not  very  much  matter,  so  far  as 
we  are  concerned;  we  have  no  particular  view  about 
it.  We  thought  he  might  continue  to  make  his 
return  from  where  he  makes  his  return  now,  which 
might  be  either  place. 

8193.  It  may  be  at  the  selection  of  either  the  In- 
land Revenue  or  the  taxpayer?— I would  suggest  the 
taxpayer  in  that  case,  but  I have  not  any  strong 
feeling  on  that.  It  would  be  for  the  convenience  of 
the  Inland  Revenue  and  the  taxpayer. 

8194.  Then  one  other  point  with  reference  to 
General  Commissioners.  You  suggest  greater  care 
should  be  taken  in  their  appointment  and  that  they 
should  have  some  knowledge  of  Income  Tax.  Do  you 
mean  knowledge  of  the  law,  or  knowledge  of  the  tax  ? 
Is  this  an  examination  that  you  suggest? — Was  not 
an  example  rather  given  in  the  case  of  the  General 
Commissioner  that  I mentioned  who  is  a clergyman? 
Is  not  that  a sufficient  answer,  that  some  General 
Commissioners  have  not  the  general  knowledge  to 
judge  of  acoounts  and  Income  Tax. 

8195.  Mr.  Graham:  In  your  memorandum,  you  in- 
dicate that  instructions  to  Surveyors  should  be  made 
public? — Yes. 

8196.  I gather  that  the  intention  of  that  is  to 
bring  the  meaning  of  the  Income  Tax  at  large  home 
to  the  masses  of  the  people.  In  what  way  do  you 
mean  to  make  it  public — through  the  Press,  or  in 
what  other  way? — Our  suggestion  is  that  the  Inland 
Revenue  should  make  public  all  its  decisions  and 
orders.  For  instance,  this  afternoon  we  have  learnt 
that  the  Board  of  Referees  will  deal  with  classes  as 
to  depreciation.  I have  never  seen  that  published 
anywhere  yet,  and  the  general  public  does  not  know 
it  yet,  if  I may  so  put  it.  We  have  a suggestion 
here  that  people  shall  get  repayment  of  tax  half- 
yearly.  I believe  that  by  an  order,  or  something  of 
that  sort,  it  can  be  done ; but  if  nobody  knows  it, 
the  benefit  will  be  lost.  It  is  the  same  point  again, 
that  wherever  an  instruction  is  given  it  should  be 
free  to  the  country.  I have  only  this  week,  from  an 
Inspector  of  Taxes  in  the  north,  had  a letter  on  the 
rate  of  depreciation,  saying  that  he  is  only  allowed  a 
certain  rate  in  that  district,  which  is  totally  different 
to  the  rate  allowed  in  any  other  district  that  I 
know  in  England.  That  shows  that  the  instructions 
are  not  even  the  same  in  all  cases. 

8197.  My  point  is  rather  this.  In  what  way  would 
you  make  it  known — simply  by  announcements  in  the 
Press,  or  recognizing  the  fact  that  Income  Tax  comes 
down  to  a very  much  poorer  section  of  the  commu- 
nity than  it  has  ever  done  before,  would  you  approve 
of  the  idea  of  broad  general  instruction  in  this  very 
important  matter  to  the  State,  in,  say,  technical 
colleges,  or  institutions  of  that  kind? — It  would  do 
no  harm,  undoubtedly. 

8198.  Has  that  been  considered  by  the  body  you 
represent? — No,  not  from  our  point  of  view. 

8199.  You  would  not  disagree  with  my  suggestion 
that  that  would  be  a good  step  to  take? — No;  I 
think  knowledge  is  power.  If  people  know  some- 
thing about  it,  they  will  do  it  better. 

8200.  Chairman:  Mr.  Quin,  I will  ask  Mr.  Synnott 
to  examine  you  on  your  paper  ? — (Mr.  Quin ) : May  I 
say,  to  begin  with,  that  my  evidence  is  really  supple- 
mentary to  the  evidence  given  by  Mr.  Lakin-Smith, 
the  idea  being  to  arrive  at  greater  simplification. 

8201.  That  is  very  wise  indeed,  but  there  are  some 
points  on  which  it  is  fair  you  should  have  a separate 
examination. 

8202.  Mr.  Synnott : You  are  speaking  generally  on 
behalf  of  the  Association  of  British  Chambers  of  Com- 
merce, and  not  specially  for  Belfast? — No;  I am  a 
member  of  the  committee  that  has  been  sitting  in 
London  for  weeks  past. 

8203.  Shortly,  you  are  in  favour  of  discontinuing 
the  system  of  averaging  profits  on  the  three  years, 
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and  you  are  in  favour  of  treating  the  income  of  the 
past  year,  in  all  cases,  as  the  basis  of  the  income  to 
be  taxed? — Yes. 

8204.  You  give  your  various  reasons  under  (a),  (b), 
(c),  (d)>  (c)  and  (/)? — Yes. 

8205.  I think  there  are  some  of  them  that  we  can 
pass  over,  because  they  speak  for  themselves.  The 
first  case  (a),  I really  do  not  think  requires  much 
elaboration ; I will  not  ask  any  specific  questions  on 
that,  unless  you  wish  to  supplement  what  you  have 
put? — No.  I do  not  think  I have  anything  to  say 
on  that. 

8206.  The  second  point  (b),  I think,  does  want 
perhaps  a little  more  explanation.  I see  it  myself, 
but  perhaps  it  would  be  better  that  you  should  just 
explain  that? — What  is  meant  there  is  this.  Take 
the  case  of  a company  that  is  being  assessed  on  a low 
average,  and  the  profits  are  on  the  increase.  It  pays 
Income  Tax  on  a much  smaller  amount  than  the 
actual  profits  for  the  year  in  question,  and  the  divi- 
dends to  the  shareholders  are  out  of  the  enhanced 
profits,  and  the  Income  Tax  is  deducted  from  the 
dividends.  Therefore  there  must  be  a disparity  be- 
tween what  the  company  actually  pays,  and  what  is 
deducted  from  the  shareholders. 

8207.  The  present  system  creates  that  anomaly  be- 
tween what  the  shareholder  receives  and  what  the 
company  pays  in  Income  Tax? — Yes.  Then  take  the 
reverse  case. 

8208.  I think  we  see  that.  Then  (c),  the  object  of 
the  reform,  you  say,  is  the  “ prevention  of  loss  to 
either  payee  or  payer  in  respect  of  tax  deducted 
from  royalties  owing  to  variation  in  rates  of  tax 
based  upon  an  average  instead  of  an  individual 
year  ” ? — That  case  is  put  by  one  or  two  Chambers. 
It  is  the  same  principle  as  governs  the  previous 
paragraph. 

8209.  Still,  that  does  not  cover  so  wide  a field? — 
No. 

8210.  Then  the  next  ( d ),  is  “ Immediate  relief  to 
the  taxpayer  in  respect  of  falling  profits  or  in  the 
case  of  a loss  in  trading  and  immediate  gain  to  the 
Inland  Revenue  in  respect  of  increasing  profits.” 
What  you  emphasize  there  is  that  immediate  gain 
and  immediate  relief  will  be  at  once  granted;  but 
the  average  system  would  still  work  out  in  the  end, 
would  it  not? — It  would;  but,  as  I say  in  paragraph 
(/),  the  abolition  of  the  three  years’  average,  and  the 
adoption  of  the  assessment  on  the  one  year,  would 
avoid  inevitable  irritation  in  the  case  of  falling 
profits.  Where  a trader  has  had  several  prosperous 
years,  and  then  comes  upon  lean  times,  and  perhaps 
is  incurring  a serious  loss  in  trading,  he  yet  has  to 
pay  Income  Tax  on  a high  average,  and  at  a time 
when  he  is  not  quite  able  to  do  it. 

8211.  Is  not  the  point  shortly  that  the  money  out 
of  which  he  has  to  pay  Income  Tax  in  the  third  year 
is  already  spent? — Yes,  he  has  spent  the  money. 

8212.  The  next  one  is  a more  difficult  and  im- 
portant one.  You  put  the  case  of  a partner  coming 
into  a business;  perhaps  there  is  a retiring  partner 
who  takes  his  capital  out,  and  the  income  of  the  in- 
coming partner  instead  of  being,  say,  £5,000,  is 
£2,000,  but  he  has  to  pay  on  a system  of  average? — 
Yes. 

8213.  Is  there  not  another  way  now,  under  the 
section  of  the  Income  Tax  Act,  by  which  loss  due  to 
any  specific  cause  is  considered  by  the  Inland 
Revenue?  Do  you  know  that  section? — Yes,  that  is 
the  reinstatement  of  section  134  of  the  Act  of  1842. 

8214.  Mr.  Synnott : 1 forget  the  number  of  the  sec- 
tion, Mr.  McLintock. 

8215.  Mr.  McLintock : It  is  in  the  1918  Act, 
Schedule  D.,  Miscellaneous  Rules,  Rules  3 (3). 

8216.  Mr.  Synnott:  “A  person  who  has  succeeded  to 
the  trade,  profession  or  vocation  of  a person  charged 
shall,  subject  to  the  provisions  of  rule  9 of  the  rules 
applicable  to  Cases  I.  and  II.,  be  liable  to  pay  the  full 
tax  charged  without  any  new  assessment,  and  no  relief 
under  this  rule  shall  be  granted  in  any  such  case  unless 
the  person  so  succeeding  proves,  to  the  satisfaction  of 
the  commissioners,  that  the  profits  or  gains  have 
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fallen  short,  from  some  specific  cause,  since,  or  by 
reason  of,  the  succession  ”? — In  the  next  paragraph 
you  will  see  I say  under  (/) : “ Avoidance  of  inevitable 
irritation  where  the  trader  is  losing  money  and  yet 
has  to  pay  Income  Tax  on  apparently  fictitious  profits 
based  on  an  average,  even  though  he  is  able  to  obtain 
a refund  at  a later  date.” 

8217.  Your  system  would  avoid  all  that  trouble? — 
Yes. 

8218.  I think  we  have  now  dealt  with  (/)  ? — Yes. 

8219.  J ust  underneath  that  I will  quote  this,  because 
it  seems  to  me  a more  debatable  point.  We  have  gone 
on  very  smoothly  so  far.  ‘‘It  is  desired  to  emphasize 
the  necessity  for  carrying  forward  a loss  from  any 
particular  year  to  be  made  good  out  of  the  profits  of 
the  next  succeeding  year  or  years.”  You  would  not 
carry  forward  that  loss,  would  you? — Yes,  to  be  made 
good  out  of  subsequent  profits ; otherwise  it  would  be 
very  unfair  to  the  trader. 

8220.  How  long  would  you  carry  it  forward  — Until 
made  good  out  of  subsequent  profits. 

8221.  It  does  occur  to  me  that  you  might  have 
to  bring  forward  a loss  for  twenty  years.  Would  you  ? 
— If  there  are  no  profits.  If  the  trader  has  suffered 
enormous  loss  why  should  he  be  called  upon  to  pay 
Income  Tax? 

8222.  I will  put  one  point  to  you.  It  has  been  put 
to  us,  or,  if  it  was  not  put  to  us,  it  was  brought  out 
in  one  of  the  Committees  on  the  Income  Tax,  that 
they  were  rather  in  favour  of  the  three  years’  average 
because  they  had  by  that  means  the  inspection  and 
investigation  of  three  years’  accounts  before  them, 
and  it  was  easier  to  test  the  balance  sheet  of  a com- 
pany and  the  profit  and  loss  account  by  going  over 
three  years  than  by  going  over  one  year? — But  those 
years  would  still  be  available.  They  will  get  them 
year  by  year.  They  will  have  the  figures  in  each  year 
still. 

8223.  I have  not  the  exact  reasons  before  me,  but  I 
know  that  that  was  the  official  view? — They  will  still 
have  each  year  available. 

8224.  Mr.  McLintock  : Perhaps  you  would  tell  us  how 
you  would  bridge  over  the  gap  when  the  change  over 
takes  place.  Have  you  any  suggestion  about  that? 
Take  a case  where  there  have  been  three  good  back 
years  on  the  average,  and  you  suddenly  decide  to  go 
on  to  the  profits  of  the  preceding  year.  Can  you  give 
us  any  suggestion  as  to  how  that  bridge  would  be 
formed  ? 

8225.  Mr.  Synnott : Would  you  not  have  to  give 
three  years’  notice,  or  two  years’  notice? — I do  not 
think  so.  You  must  make  a beginning  some  time  if 
you  are  going  to  make  a change,  and,  to  my  mind,  you 
should  make  it  at  once.  Take  the  last  of  the  three 
years.  It  may  be  necessary,  in  making  the  change,  to 
assess  twice  on  the  same  year. 

8226.  Mr.  McLintock : Could  you  consider  putting 
in  some  carefully  considered  suggestion ; because 
after  all,  this  proposal  of  yours  has  been  put  forward 
by  various  witnesses,  but  you  agree  there  is  a diffi- 
culty as  to  exactly  how  to  make  the  change? — I do  not 
apprehend  any  great  difficulty. 

8227.  Mr.  Synnott : It  is  easy  to  make  the  change, 
but  will  there  not  be  great  anomalies  owing  to  the 
variation  of  profits  and  losses  P — You  cannot  help  that 
at  the  commencement.  There  may  be  anomalies,  but 
they  will  all  right  themselves  in  a couple  of  years. 

8228.  Yes,  that  is  why  I suggested  perhaps  two 
years’  notice  of  the  change? — But  they  would  have  to 
make  the  commencement  at  the  end  of  the  two  years. 
You  must  commence  some  time. 

8229.  Now  with  regard  to  the  last  paragraph,  we 
have  had  other  evidence  upon  that.  You  think  that 
the  financial  year  should  correspond  to  the  ordinary 
business  year? — Yes ; we  make  that  suggestion.  At 
present  the  accounts  available  are  those  made  up  to 
the  date  immediately  preceding  the  5th  April,  ana  we 
suggest  that  that  should  be  immediately  preceding  the 
1st  January. 

8230.  That,  again,  will  want  adjustment  and  notice, 
will  it  not? — Most  business  concerns  end  their  year  on 
the  31st  December,  so  I think  that  would  not  create 
any  great  difficulty  in  making  the  change. 
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8231.  I will  ask  this  question  generally  : are  you 
satisfied,  in  the  north  of  Ireland,  as  business  men, 
with  the  present  system  which  combines  in  practice 
the  Surveyor  and  the  Assessor  ? You  have  no  General 
Commissioners? — No,  we  have  no  General  Commis- 
sioners. 

8232.  Are  you  perfectly  satisfied  with  the  system 
under  which  the  Surveyor  is  practically  the  Assessor? 
— I think,  on  the  whole,  the  system  works  extremely 
well,  and  I would  say,  so  far  as  our  experience  in  that 
part  of  the  country  goes,  that  this  Department  of  the 
Government,  the  Inland  Revenue  Department,  is  ad- 
ministered with  great  ability. 

8233.  There  is  an  appeal  to  the  Special  Commis- 
sioners, and  then  there  is  a further  appeal  to  the 
County  Court  Judge? — To  the  County  Court  Judge  or 
the  Recorder. 

8234.  That  is  a very  useful  thing,  is  it  not? — Yes. 

8235.  You  do  not  want  General  Commissioners? — 
No,  we  do  not  want  General  Commissioners. 

8236.  Mr.  Walker  Clark  : You  suggest  bringing  for- 
ward the  loss  indefinitely? — I think  you  could. 

8237.  Would  it  not  be  better  to  have  a repayment  in 
the  following  year? — We  do  not  claim  that. 

8238.  I ask  you  whether  it  would  not  be  better  and 
simpler  and  quicker?— No.  I do  not  think  that 
would  be  reasonable.  After  all,  people  are  in  business 
to  make  money,  not  to  make  losses ; that  is  the  funda- 
mental principle  underlying  all  business,  and  if  a 
trader  makes  a loss  he  regards  it  as  a temporary 
matter  which  will  be  made  good  out  of  subsequent 
profits. 

8239.  Sir  Warren  Fisher : This  does  not  arise  out 
of  your  paper,  but  in  connection  with  the  question  that 
Mr.  Synnott  asked.  In  the  case  of  the  County  Court 
Judge  or  the  Recorder  now,  is  it  not  the  case  that 

there  is  no  appeal  from  him  to  the  High  Court? I 

do  not  think  there  is  an  appeal;  I have  never  heard 
of  one. 


8240.  I think  you  are  right.  Would  you  think  it 
desirable  to  have  an  appeal,  not  on  fact,  but  on  a 
point  of  law,  to  the  High  Court  ? — I think  it  would  be 
desirable. 


8241.  Sir  E.  Nott-Bower : In  your  advocacy  of 
assessment  on  the  profits  of  the  preceding  year  and 
giving  up  the  three  years’  average,  I suppose  your 
Association  is  giving  voice  to  the  wishes  of  the  trading 
community  generally  ?— Yes,  as  expressed  by  the 
Chambers  of  Commerce.  We  have  had  this  point 
raised  by  a great  many  Chambers.  The  great 
majority  from  whom  we  received  recommendations  are 
in  favour  of  the  abolition  of  the  three  years’  average 
and  the  adoption  of  the  one-year  assessment. 


8242.  It  would  be  a simplification? — It  would  be  ; 
simplification.  People  understand  it  better.  As  I sa- 
in my  memorandum,  they  base  their  distribution  o’ 
profit  on  the  one  year’s  accounts,  and  they  feel  the- 

^ the  same  time  make  provision  for  th' 
liability  to  the  State  for  each  year  out  of  its  profits. 

8243.  When  a change  of  that  sort  is  made,  wha 
will  happen  inevitably  will  be  that  some  people  wil 
gain  by  it  an  the  first  year,  and  others  will  lose?- 
\es  we  cannot  help  that;  but  all  those  anomalie 
would  be  righted  in  a very  short  time. 

8244.  And  you  think  the  change  would  be  agreeabL 
to  ithe  commercial  community?— I think  so. 


8245.  Mr.  Pretyman : There  is  one  small  point  about 
your  carrying  on  the  loss.  Where  the  rate  of  tax 
varies  between  the  two  years  would  not  that  make 
a difficulty?  At  what  rate  would  you  treat  the  carried 
forward  loss?  Would  you  carry  it  forward  at  the  old 
rate  or  at  the  new? — The  loss  would  be  carried  for- 
ward, say,  for  one  year  or  two  years,  and  then  when 
we  come  to  profit  in  the  second  or  third  year  we 
deduct  the  loss,  and  we  pay  on  -the  balance  at  the 
rate  appropriate  to  that  year. 


8246.  There  is  only  one  other  point,  which  really 
arises  out  of  Mr.  Lakin-Smith’s  paper  rather  than 
yours.  That  is  on  the  question  of  chronology.  In  deal- 


ing with  this  single  Income  Tax  that  you  propose  to 
have,  do  you  propose  that  the  whole  of  it  should  be 
calculated  on  the  income  of  the  year  itself? — On  the 
preceding  year. 

8247.  The  whole  of  it? — The  whole  of  it. 

8248.  Even  in  the  case  of  income  taxed  by  deduc- 
tion at  the  source?  How  could  you  deduct  at  the 
source  for  the  previous  year? — We  are  nob  proposing 
any  change  in  regard  to  deduction  at  the  source. 
Thait  would  continue  as  at  present.  Our  recommenda- 
tions are  in  the  matter  of  assessment.  It  is  not 
stated  here  in  the  paper  actually,  I think,  but  I 
would  propose  that  the  return  of  the  total  income 
is  to  be  for  the  preceding  year. 

8249.  For  the  preceding  year,  the  same  as  the 
Super-tax  is  now? — Yes. 

8250.  So  that  a man  would  not  pay  his  ordinary 
Income  Tax  on  the  current  year,  except  so  far  as 
deductions  are  concerned? — That  is  right,  and  you 
would  get  over  the  difficulty  of  estimating.  For  in- 
stance, in  the  case  of  returns  made  under  Schedule  E., 
at  present  the  estimate  is  what  he  will  receive  during 
the  year,  but  it  may  not  be  the  correct  amount;  the 
man  may  receive  a bonus,  or  an  increase  in  his 
remuneration,  and  his  return  does  not  cover  that. 
If  you  take  it  on  the  preceding  year,  that  can  be 
ascertained,  and  he  will  pay  on  that. 

8251.  The  return  of  his  income  that  he  would  make, 
so  far  as  deduction  at  the  source  went,  would  not  bo 
for  the  year  in  which  it  was  actually  paid,  because 
deduction  at  the  source  must  be  for  the  actual  year 
of  assessment,  must  it  not? — He  would  make  his 
return  of  income  deducted  at  the  source  in  respect 
of  the  preceding  year  also. 

8252.  Mr.  Synnott:  You  want  the  principle  of 
Income  Tax  to  be  paid  on  the  preceding  year  to  apply 
to  all  the  Schedules? — Yes. 

8253.  Mr.  Marks : May  I ask  Mr.  Currie  one  ques- 
tion? The  point  is  a rather  important  one,  I think, 
and  it  has  not  been  mentioned  so  far.  It  is  with 
regard  to  his  paragraph  9,  the  assessment  of  married 
persons.  One  difficulty  seems  to  be  that  of  recovering 
the  amount  of  tax.  For  instance,  the  present  method 
of  ultimate  recovery  is  by  distraint  or  by  arrest? — 
(Mr.  Currie) : Yes. 

8254.  You  could  not  very  well  distrain  for  the  wife’s 
Income  Tax  on  anything  but  household  goods,  and 
then  there  would  be  a difficulty  in  identifying  those 
which  were  her  property ; on  the  other  hand,  there  is 
a very  strong  objection,  not  only  on  the  part  of  the 
Inland  Revenue,  but  generally  in  this  country,  to  the 
arrest  of  a woman  for  debt;  and  the  thing  might 
result  in  a serious  loss.  We  had  a case  before  us 
yesterday  where  a certain  lady  had  evaded  payment 
of  her  Income  Tax  by  taking  advantage  of  this  pro- 
vision. Have  you  considered  that  at  all? — I have 
myself  considered  it.  We  did  not  discuss  it  on  the 
committee,  but,  as  you  put  the  question  to  me,  I will 
tell  you  what  I think.  I think,  if  you  are  going  to 
separate  the  woman  from  her  husband  for  this  pur- 
pose, the  Government  should  be  armed  with  all 
authority  to  attach  and  to  follow  up  and  take  posses- 
sion of  all  her  property,  wherever  it  may  be,  and 
wherever  they  may  find  it : not  merely  her  share  of 
certain  furniture,  which  may  amount  to  nothing  at 
all.  I am  quite  sure  you  would  require  to  be  armed 
with  something  you  have  not  at  the  present  moment. 

8255.  You  might  attach  her  securities? — Yes. 

8256.  And  you  suggest  it  should  be  got  over  in  that 
way? — If  you  are  going  to  assess  her  in  this  way,  I 
think  so. 

8257.  Sir  J.  Earmood-Banner : I would  like  to  say 
one  thing,  and  that  is  that  while  ave  have  not  gone 
into  the  examination  of  a great  many  of  these  state- 
ments that  are  brought  before  us,  it  is  not  because  we 
ignore  the  valuable  contribution  which  the  Chambers 
of  Commerce  have  made  to  us  in  the  evidence  they 
have  given  to-day. 

8258.  Mr.  Pretyman:  Where  it  is  a perfectly 
straightforward  expression  of  opinion  which  can  be 
taken  on  its  merits,  we  simply  take  it  and  record  it 
and  we  shall  consider  it,  with  all  the  weight  behind  it 
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We  do  not  want  to  cross-examine  where  it  is  a per- 
fectly obvious  statement,  and  where  there  is  nothing 
to  be  asked  about  it.  It  does  not  mean  that,  because 
you  are  not  asked  about  it,  we  regard  it  as  unim- 
portant at  all.  It  has  been  pointed  out  to  me  that 
this  point  that  I raised  about  chronology  is  very 
difficult  and  very  important,  and  I hope  you  will 
think  it  out,  because  there  is  more  in  it  than  1 
think  appeared  when  you  and  I were  discussing  it 
just  now.  The  rates  on  the  two  years  will  vary,  and  a 
man  will  pay  by  deduction  in  the  current  year  at  the 
new  rate? — (Mr.  Quin)  : But  that  difficulty  prevails 
at  present  in  Super-tax. 

8259.  No,  because  Super-tax  is  fixed  by  a perfectly 
clear  and  separate  enactment,  and  to  meet  that  diffi- 
culty Super-tax  is  raised  on  a slightly  different  basis 
from  Income  Tax  for  that  very  reason? — You  are  re- 
ferring to  the  merging  of  the  two,  now? 

8260.  Yes,  that  is  where  my  difficulty  came  in  about 
chronology.  You  propose  to  merge  the  whole  tax. 
The  reason  why  the  Super-tax  is  slightly  different  is 
to  get  over  that  very  difficulty  of  chronology? — Yes, 
I see  the  point  now. 

8261.  It  really  is  very  difficult,  and  I think  if  you 
had  one  single  tax  you  would  be  in  a perpetual  muddle 
with  chronology,  because  it  is  not  until  the  end  of  the 
existing  current  year  that  you  can  calculate  on  what 
basis  your  Super-tax  is  to  be  paid.  You  would  per- 
haps think  that  over? — The  proposal  of  the  Associa- 
tion of  Chambers  of  Commerce  is  that  there  should 
be  a graduated  scale. 

8262.  I do  not  think  that  affects  the  question, 
really? — It  would  only  be  one  rate;  and  then  the  sug- 
gestion has  been  made  that  for  the  purpose  of  taxa- 
tion at  the  source,  there  should  be  a standard  rate, 
and  then  that  would  be  adjusted  with  the  individuals 
according  to  their  incomes. 

8263.  But  where  you  have  a standard  rate  and  you 
deduct  at  the  source,  it  does  not  really  depend  in  the 
least  upon  the  total  income  of  the  person  charged? — 
No ; that  has  to  be  adjusted  afterwards  in  the  indi- 
vidual case. 

8264.  But  then  you  cannot  tell  what  is  the  total 
income  of  the  person  charged,  or  what  he  is  actually 
paying  by  deduction,  until  the  end  of  the  year;  yet 
you  want  to  get  this  extra  sum  on  the  previous  year, 
and  that  has  to  be  calculated  with  relation  to  what 
he  has  paid  in  the  present  year.  The  two  have  to  be 
put  together  for  the  total? — Yes. 

8265.  And  unless  you  have  the  two  on  a rather 
different  basis,  to  get  over  that  difficulty,  the  thing 
will  not  be  workable.  Perhaps  you  will  think  that 
matter  over,  and  let  us  have  a paper  upon  it,  be- 
cause it  is  a point  which  is  important? — Mr.  Currie 
would  like  to  say  something  on  that  point.  (Mr. 
Currie) : We  did,  of  course,  see  that  that  question 
would  arise,  and  we  considered  it  very  carefully. 
We  thought,  if  your  maximum  rate  was  10s.,  you 
could  not  assess  everyone  at  10s. ; you  might  have  to 
assess  them  at,  say,  3s.  or  4s.  We  quite  realize  that 
if  you  had  that  to  begin  with,  you  would  still  have 
reclaims;  a man  might  only  be  liable  to  2s.  9d.  or 
3s.  6d. ; we  are  not  getting  rid  of  reclaims.  The  rest 
of  the  balance  the  man  would  pay  according  to  his 
own  rate. 

8266.  But  he  would  pay  it  on  a different  year? — 
No,  because  we  propose  that  our  sole  merged  tax 
would  be  on  the  basis  of  the  last  twelve  months,  so 
that  by  the  time  the  assessment  was  made  the  facts 
would  be  in  our  hands. 

8267.  But  the  tax  deducted  at  the  source  must 
be  deducted  for  the  current  year.  You  cannot  deduct 
at  the  source  for  the  past  year.  You  must  deduct  at 
the  source  when  the  dividends  are  paid  ; there  is  no 
other  time  for  doing  it;  that  is  to  say,  in  the  current 
year? — We  quite  saw  the  point;  we  have  not  over- 
looked that,  and  we  quite  admit  that  it  is  a con- 


siderable difficulty;  but  in  spite  of  that  difficulty, 
we  think  the  balance  of  advantage  is  in  favour  of 
merging  the  tax  and  putting  up  with  the  difficulty. 

8268.  What  is  the  advantage?  You  are  going  to 

create  a serious  administrative  difficulty;  what  are 
you  going  to  gain,  except  in  terminology?  You  would 
call  it  one  tax;  it  is  practically  one  tax  now? — The 
only  thing  that  we  would  gain  would  be  simplifica- 
tion, and  if  you  arrive  at  the  decision  that  it  would 
not  result  in  simplification 

8269.  Simplification  in  words  is  less  important  than 
simplification  in  fact  and  administration? — Yes,  I 
quite  agree. 

8270.  The  fact  of  calling  a thing  a single  tax 
sounds  simple,  but  if,  in  order  to  levy  it,  you  have 
to  go  into  more  complicated  and  intricate  calcula- 
tions, by  calling  two  different  things  one  thing  you 
are  giving  up  the  substance  for  the  shadow? — We  are 
prepared  to  admit  that ; but  that  is  a question  which 
you  have  to  consider.  We  came  to  the  opinion,  for 
what  it  is  worth,  that  the  balance  of  advantage  is 
in  favour  of  making  every  effort  to  get  it  on  the 
basis  of  one  tax. 

8271.  The  Commissioners  will  consider  that,  but  if 
you  can,  think  that  point  over  a little,  and  if  it 
occurs  to  you  that  you  have  anything  further  to 
say  upon  it,  you  will  let  us  have  it  in  writing? — If 
you  please. 

8272.  Think  out  how  it  would  work,  and  if  you 
have  any  suggestions  to  make,  let  us  have  them? — 
If  you  please.  (Mr.  Quin) : The  point  you  have  just 
been  discussing  does  not  affect  the  question  on  which 

1 have  given  evidence,  namely,  the  abolition  of  the 
three  years. 

8273.  No,  not  the  least.  I think  there  are  two 
points  of  great  importance  that  it  does  not  touch  at 
all.  It  does  not  touch  that,  and  it  does  not  touch 
Mr.  Lakin-Smith’s  other  point,  which  is  most  im- 
portant, that  every  taxpayer  should  send  in  a com- 
plete return.  Those  points  seem  to  me  of  great 
importance,  and  they  are  not  affected.  The  other  is 
merely  a matter  of  convenience  of  terminology.  You 
call  it  simplification.  What  I was  trying  to  get  at 
is  whether  you  really  were  going  to  get  simplifica- 
tion, or  whether  it  would  result  in  complication. 
Perhaps  you  may  think  about  that  a little  more? — 
Yes. 

8274.  Mr.  May:  Just  a point  that  escaped  me  this 
morning:  Mr.  Currie  said,  in  reply  to  my  question, 
that  he  thought  it  was  worth  while  to  enact  legislation 
and  alter  administration  in  order  to  collect  Income 
Tax  from  non-members  trading  with  Co-operative 
Societies,  even  though  it  were  shown  to  be  less  (than 

2 per  cent.  I wanted  to  put  the  following  question. 
Is  Mr.  Currie  aware  that  Co-operative  Societies  at 
present  pay  Income  Tax  under  Schedule  A on  all 
their  property  that  properly  comes  under  that  Sche- 
dule ? — (Mr.  Currie) : Of  course  the  answer  is  that 
everyone  who  knows  anything  about  it  is  quite  aware 
of  that  fact.  It  is  not  in  dispute  for  a moment. 

8275.  I want  also  to  ask  whether  you  are  aware 
that  the  Schedule  A tax — to  which  technically  Co- 
operative Societies  are  no  more  liable  than  on  any 
other  part  of  their  mutual  trading,  and  for  the  same 
reasons — very  often  exceeds  the  total  amount  of  any 
possible  computed  profit  upon  their  non-members’ 
trading? — The  answer  is  that  under  any  scheme,  if 
you  are  basing  taxation  upon  profit,  if  there  was  no 
profit  there  would  be  no  tax,  of  course,  obviously.  I 
do  not  propose  to  levy  tax  where  there  is  no  profit, 
when  we  are  talking  of  profit  taxes. 

8276.  I simply  ask  whether  you  arc  aware  of  the 
actual  fact  that  they  do  pay  a tax  which  they  are 
not  liable  to  pay  at  the  present  time,  which  very 
often  exceeds  in  amount  the  orofit  on  non-members’ 
trade,  for  which  they  might  be  held  to  be  properly 
liable? — I have  answered  that  question  already. 
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Mr.  William  Cash,  F.C.A.,  ou  behalf  of  the  Institute  of  Chartered  Accountants,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

8277.  (1)  Mr.  William  Cash  will  say:  — 

I am  a Fellow  of  the  Institute  of  Chartered  Accoun- 
tants and  senior  partner  in  the  firm  of  Cash,  Stone  & 
Oo.,  carrying  on  business  at  90,  Cannon  Street, 
London,  E.G.  I have  been  a member  of  the  council 
of  the  Institute  of  Chartered  Accountants  (in  England 
and  Wales  since  August,  1908.  I am  one  of  the  Board 
of  three  Referees  appointed  by  the  Minister  under  the 
Munitions  of  War  Act,  1915.  I have  had  30  years’ 
experience  in  accounts  generally  and,  in  the  course 
of  my  professional  practice,  have  had  to  deal  with 
many  cases  of  assessment  and  appeal  on  behalf  of 
clients.  I was  chairman  of  a committee  acting  for 
the  Gas  Industry  in  1912  ito  settle  on  behalf  of  the 
industry  with  the  Inland  Revenue  authorities  a scheme 
for  assessment,  including  allowance  for  depreciation. 
The  Institute  of  Chartered  Accountants  have  been 
invited  by  the  Commission  to  submit  evidence  on  the 
matters  now  referred  to,  and  have  accordingly  ap- 
pointed a committee  who  have  been  in  communication 
with  certain  of  its  members  and  the  Chartered 
Accountants’  societies  in  (the  provinces,  and  obtained 
certain  statements  as  to  their  views,  and  I have  been 
deputed  on  behalf  of  the  Institute  to  give  evidence 
before  this  Commission.  I have,  on  two  or  three 
occasions,  acted  on  behalf  of  the  Inland  Revenue 
authorities  in  giving  evidence  for  them. 

8278.  (2)  Simplification. 

In  my  experience  the  chief  complaint  against  the 
present  system  of  Income  Tax  assessment  and  collec- 
tion is  the  complications  that  arise  in  the  interpreta- 
tion of  the  Acts  of  Parliament  and  the  rules  and 
regulations  at  present  in  force.  A considerable  step 
in  simplification  has  been  made  by  the  codification  of 
the  existing  law  by  the  Act  of  1918  but,  even  now, 
this  Act  of  Parliament  which  with  Schedules  covers 
231  pages  is  quite  beyond  the  comprehension  of  the 
ordinary  trader  or  business  man.  Many  of  the  exist- 
ing complications  arise  from  attempts  made  in  past 
legislation  to  meet  individual  cases  of  hardship  or 
exceptional  circumstances.  The  result  is  that  in  the 
majority  of  cases  and  particularly  in  relation  to  busi- 
ness or  private  incomes  of  any  magnitude  the  tax- 
payer has  to  engage  professional  assistance.  This  is 
undoubtedly  an  advantage  and  source  of  profit  to  my 
profession  but,  speaking  impartially,  it  does  not  seem 
reasonable  that  taxation  should  be  based  on  methods 
which  necessitate  an  expense  (to  the  taxpayer  to  ascer- 
tain his  true  liability.  These  same  remarks  apply, 
with  even  greater  force,  to  a return  of  tax  over-paid 
under  the  present  system. 

8279.  (3)  Administration  and  Inland  Revenue 

authorities. 

In  my  experience,  which  I (think  might  be  applied 
generally  to  my  profession,  the  officials  are  prepared 
to  deal,  and  do  deal,  with  accountants  in  a not  un- 
reasonable manner,  and  certainly,  in  the  majority  of 
cases,  they  are  willing  to  accept  figures  duly  certified 
by  the  profession  as  correct.  On  the  other  hand, 
under  the  present  system,  the  officials  are  bound  by 
fixed  rules,  little  or  no  latitude  is  admissible,  and 


many  cases  arise  perhaps  through  no  fault  of  the 
particular  official,  where  broader  views  are  wanted. 
As  a general  principle  I should  submit  (that  in  the 
assessment  of  profits  there  should  be  a nearer  approxi- 
mation of  the  assessable  income  to  the  commercial 
result  shown  by  the  trader.  As  an  example  of  this 
tendency  I would  refer  to  the  question  of  depreciation 
dealt  with  hereafter,  and  to  the  disallowance  of  a 
number  of  petty  Items  such  as  trade  subscriptions, 
removal  charges,  law  charges,  fees  for  trustees  for 
debenture  holders,  which  fees  for  many  years  were 
disallowed  but  are  now  admissible  as  a deduction.  I 
should  like  to  refer  to  the  case  of  Strong  & Co., 
Limited,  v.  Woodifield,  Messrs.  Strong  & Co.  being 
clients  of  my  firm.  Messrs.  Strong  & Co.,  Ltd.,  were 
the  owners  of  an  inn  which  was  carried  on  by  a 
manager  as  part  of  their  business.  The  case  is  re- 
ported in  Dowell’s  Inoome  Tax  Laws  as  follows:  — 
“ In  estimating  the  balance  of  profits  for  Income  Tax 
purposes  they  claimed  to  be  entitled  to  deduct  the 
amount  of  damages  and  costs  recovered  against  them 
by  a customer,  who  had  been  injured  by  the  fall  of  a 
chimney  while  he  was  sleeping  in  the  inn.  Held 
that  they  were  not  entitled  to  do  so.  The  loss  was  not 
connected  with  or  arising  out  of  the  trade  and  was 
net  money  wholly  or  exclusively  laid  out  for  the 
purposes  of  the  trade.”  This  case  was  decided  in  the 
House  of  Lords.  In  fact  the  damages  and  costs  pay- 
able by  the  brewery  company  were  paid  out  of  the 
profits  of  the  year  and  could  be  paid  from  no  other 
fund. 

8280.  (4)  Assessment  by  Surveyor. 

I am  desired  to  put  forward  as  a suggestion  that 
all  assessments  in  future  should  be  made  by  the 
Surveyors,  and  that  Assessors  should  be  done  away 
with.  The  actual  facts  are  all  investigated  by  the 
Surveyors,  who,  in  fact,  settle  the  assessments  to- 
day. There  exists,  at  least  among  accountants,  a 
strong  feeling  that  the  Surveyor  when  settling  the 
liability  for  Income  Tax  should  also  settle  the  liability 
for  Super-tax.  In  most  cases  nearly  all  the  facts 
are  then  present  and  under  discussion  and  I am 
sure  that,  so  far  as  the  Inland  Revenue  is  concerned, 
this  method  would  effect  a considerable  saving  in 
departmental  correspondence  and  reference.  A 
method  of  graduation  of  Income  Tax  to  supersede 
Super-tax  would,  of  course,  lead  to  this  result. 

It  has  been  suggested  that  the  Local  Commissioners 
should  also  be  abolished  and  that  all  questions  of 
assessment  and  relief  should  then  be  left  to  Revenue 
officials,  with  rights  of  appeal,  in  the  first  instance, 
to  a permanent  quasi-judicial  body  of  referees 
appointed  by  the  Crown,  removable  only  by  petition, 
recruited  from  the  civil  service,  the  Bar,  and  the 
accountants’  profession,  whose  decision  on  questions 
of  fact  should  be  final,  but  with  rights  to  the  tax- 
payer and  the  Revenue  to  appeal  to  the  High  Court 
on  all  questions  involving  law.  In  rural  districts, 
or  in  minor  matters  generally,  a rota  of  assistant 
referees  might  act,  subject  to  the  appeal  to  the 
official  referees  on  all  questions,  whether  of  fact  or 
law,  these  assistant  referees  being  nominated  by  the 
local  authority  and  appointed  to  act  by  the  official 
Board  of  Referees.  Experience,  however,  goes  to 
show  that  many  traders  value  the  right  to  appeal  to 
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the  General  Commissioners  and  their  abolition  would 
not  be  universally  welcomed.  The  fact  that  they 
are  not  Government  officials  is  regarded  as  of  value. 

Under  the  Taxes  Management  Act,  1880,  a case 
can  only  be  stated  on  an  appeal  against  an  assess- 
ment, and  it  has  been  held  that  an  application  under 
any  of  the  relief  or  abatement  clauses  is  not  an 
appeal  against  an  assessment.  Many  points  of  law 
arise  on  these  “applications”  involving  important 
questions,  and  the  right  of  requiring  a case  to  be 
stated  should  extend  to  any  question  of  law  arising 
in  any  form.  For  example,  War  Loan  interest  re- 
ceived in  1917  is  not  taxable  by  the  statute  until 
the  assessment  year  of  1918-19,  and  for  Super-tax 
until  the  year  1919-20,  but  in  claiming  allowance 
for  reduced  income  in  1917-1918  under  sec.  29  of 
the  1916  Act  this  interest  is  taxed,  by  which  operation 
the  Revenue  are  taxing  the  same  interest  in  two  suc- 
cessive years.  The  point  is  doubtful'.  I am  informed 
that  counsel  have  advised  both  for  and  against  the 
Revenue,  but  this  being  an  “ application”  no  case 
will  be  stated  and  apparently  no  mandamus  will  effec- 
tively lie. 

8281.  (5)  Three  years’  average. 

There  is  considerable  feeling  among  members  of 
my  profession  that  the  present  system  of  adopting 
a three  years’  average  as  the  basis  for  assessment 
should  be  abolished  and  the  assessment  made  on  the 
last  preceding  annual  accounts  of  traders.  This 
practice  is  already  applied  in  the  case  of  railway 
companies,  gas  companies,  etc.  It  would  involve 
an  arrangement  under  which  losses  in  one  year  would 
be  carried  forward  for  deduction  against  future 
profits  following  a similar  practice  already  in  opera- 
tion with  regard  to  unexhausted  depreciation.  If 
the  three  years’  average  is  abolished  temporary 
arrangements  would  be  necessary  to  adjust  the  profits 
or  losses  not  fully  brought  into  account  for  taxation 
purposes  at  the  date  of  alteration.  It  would  do 
away  with  many  adjustments  now  necessary  as,  for 
example,  such  adjustments  as  arose  under  sec.  133 
of  the  Act  of  184-2  repealed  by  the  Finance  Act, 
1907,  and  other  like  allowances  for  relief  for  diminu- 
tion of  profits  owing  to  the  war  (Finance  Act,  1914, 
section  13  and  subsequent  Acts).  The  variations  now' 
existing  under  Schedules  A,  II,  Rules  1-7,  III,  1-3, 
Schedule  B,  Rules  5 and  6,  Schedule  D,  Case  1-6 
and  Schedule  F are  very  numerous  and  of  doubtful 
value.  For  aggregation  of  income  and  for  Super- 
tax purposes  continuation  of  these  groups  gives  a 
confused  result. 

8282.  (6)  Evasion. 

Judging  from  my  own  experience  there  has  been  a 
real  and  substantial  improvement  in  the  attitude  of 
the  taxpayer  as  to  his  obligation  to  pay  his  full 
liability.  Actual  frauds  are  few,  and  the  number  of 
those  who  now  hold  the  view  (common  in  years  gone 
by)  that  there  ,was  nothing  wrong  in  attempting  to 
get  the  better  of  the  State  by  evading  payment  is 
reduced  to  a minimum.  On  the  other  hand,  evasion 
by  legal  means  to  escape  the  incidence  of  high  taxa- 
tion is  continually  going  on  and  is  increasing.  Such 
methods  as  gifts  inter  vivos , family  settlements,  estate 
trusts  and  the  formation  of  private  limited  com- 
panies are  all  used  as  a means  to  escape  taxation. 

As  regards  the  formation  of  private  limited  com- 
panies, no  doubt  this  is  done  to  give  exemption  from 
Super-tax  by  holding  up  profits  from  distribution 
which,  in  the  case  of  the  private  trader,  would 
render  him  liable  to  Super-tax.  Then,  too,  large 
sums  of  accumulated  profits  are  being  distributed  as 
bonus  shares,  with  the  contention  that  these  are  not 
revenue  by  capital,  relying  on  the  decision  of  Bouch 
v.  Sproule.  This  matter  is  still  sub  judice.  It 
appears  equitable  that  accumulated  profits  if  dis- 
tributed as  shares  should  be  taxed  at  the  appropriate 
rate  payable  by  the  recipient. 

The  suggestion  that  a Super-tax  be  imposed  on 
limited  companies  would  not  appear  to  be  workable, 
and  might  create  grave  injustice  if  the  tax  were 
assessed  on  a company  qua  company.  The  provision 
that  a private  limited  company  should,  for  the  pur- 
poses of  Super-tax,  be  deemed  to  be  a partnership 
might  partly  get  over  the  difficulty.  On  the  other 
hand,  this  might  tend  to  create  hardship  because,  in 


many  cases  the  retained  profits  cannot  be  released, 
but  are  employed  in  the  trade  or  business  and  are, 
therefore  not  conveniently  available  for  payment  of 
tax.  This  hardship  already  exists  in  the  case  of 
private  traders. 

No  doubt  one  effect  of  a high  tax  will  be  to  induce 
certain  companies  to  transfer  their  constitution  out 
of  the  United  Kingdom  or  amend  their  constitution 
so  that  the  management  is  under  local  control,  and 
therefore  only  the  profits  brought  to  England  would 
be  subject  to  taxation,  following  the  Egyptian  Hotels’ 
case.  I was  concerned  as  controller  in  the  case  of  the 
Aramayo  Francke  Mines,  which  company  proposed 
to  transfer  its  undertaking  to  Switzerland,  but  was 
prevented  from  doing  so  under  proceedings  by  the 
Board  of  Trade  in  view  of  the  fact  that  the  company 
was  supplying,  from  Bolivia,  articles  essential  to  this 
country  in  time  of  war.  I was  also  consulted  in 
1916  with  regard  to  certain  enquiries  put  forward  by 
a foreign  neutral  Government  with  regard  to  a pro- 
posed agency  business  in  this  country  and  the  conse- 
quential liability  to  Income  Tax  under  the  later 
Finance  Acts.  There  would  seem  to  be  considerable 
doubt  as  to  the  exact  position,  but  certain  principles 
were  defined  by  His  Majesty’s  Government,  and  an 
indication  was  given  that  if  the  law  required  altera- 
tion it  would  be  amended.  I mention  this  case 
because  of  its  importance  as  showing  that  foreign 
Governments  are  fully  alive  to  the  difficulties  in  con- 
nection with  assessment  for  Income  Tax,  and  the  large 
sums  involved  if  buginess  is  to  be  carried  on  in  this 
country. 

I would  refer  to  one  other  case — Stevens  v.  Bousted. 
In  the  House  of  Lords  it  was  decided  that  in  the 
assessment  of  the  profits  of  a company  carrying  on 
business  abroad  the  annual  value  of  the  land,  etc., 
used  in  the  business  might  be  deducted  as  a set-off 
against  the  profits  of  the  business.  This  decision 
seems  to  rest  on  the  exact  wording  of  the  1842  Act, 
section  60,  but  in  principle  such  allowance  must  be 
wrong  because,  as  owners  of  the  land,  the  company, 
on  the  principles  adopted  in  England,  enjoy  the 
annual  value  of  the  laud,  but  when  the  property  is 
situated  abroad  they  have  paid  no  Income  Tax  on 
the  equivalent  assessment,  and  therefore,  so  far  as 
the  land  and/or  buildings  are  concerned,  escape 
taxation.  It  is  claimed  that  computation  of  duty  is 
to  be  made  exclusive  of  the  profits  or  gains  arising 
from  lands,  tenements,  or  hereditaments  situated 
abroad  (Income  Tax  Act,  1842,  Schedule  D,  Rule  2 
of  the  1st  and  2nd  Cases)  and  this  may  have  a very 
serious  effect  on  the  Revenue  if  sustained.  (Taking 
as  an  example,  a rubber  company.)  The  law  has  now 
been  altered  by  the  Finance  Act,  1918  (section  26),  so 
that  no  deduction  is  now  allowed  on  the  annual  value 
of  premises  abroad,  but  a doubt  seems  to  exist  as  to 
whether,  even  now,  the  second  suggestion  put  forward 
above  is  actually  excluded. 

Examples  of  evasion  or  escape  from  taxation  by 
foreign  firms  transacting  business  in  this  country 
through  agents  are  not  infrequent.  Goods  imported 
are  invoiced  at  an  excessive  price  to  shew  no  profit 
on  realization  in  this  country.  It  is  not  easy  to  see 
how  this  practice  can  be  checked. 

8283.  (7)  Depreciation. 

There  is  a very  strong  feeling  among  traders  that 
adequate  allowances  for  depreciation  are  not  made 
and,  particularly,  that  these  do  not  apply  to  all 
wasting  assets.  Under  this  last  head  might  be  in- 
cluded leasehold  property,  debenture  issue  expenses, 
plant  sold  or  abandoned  by  reason  of  obsolescence  or 
because  of  the  decline  of  business,  preliminary 
expenses,  patent  rights. 

1.  Leases. — Here  a difficulty  will  arise  by  reason  of 
the  question  of  assessment  under  Schedule  A,  and 
if  the  Crown  are  to  allow  the  writing  off  against 
profits  of  premiums  paid  for  leasehold  properties  it 
would  seem  reasonable  that  they  should  then  assess 
the  lessor  for  the  premiums  received  by  him.  No 
doubt,  in  favour  of  the  present  system,  it  may  be 
argued  that  the  payment  of  a premium  is  a contract 
in  which  the  Crown  are  not  concerned  and  that  the 
lessee  pays  the  premium  knowing  that  he  will  not  be 
allowed  the  deduction  on  assessment  of  Income  Tax. 
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The  feeling,  however,  is  extremely  strong  on  this 
subject,  particularly  with  reference  to  buildings  or 
improvements  to  property  carried  out  by  a lessee. 

In. a similar  category  to  leaseholds  might  be  grouped 
copyrights,  patent  rights,  goodwill  and  trade  marks. 
The  assessment  of  the  lessor  or  vendor  does  not  appear 
to  be  feasible. 

2.  Debenture  issue  expenses. — Where  debentures 
are  issued  for  a fixed  term  of  years,  the  discount  and 
expenses  in  connection  with  the  issue  must  be  pro- 
vided from  profits,  and  allowance  should  be  made 
accordingly.  These  are  not  permanent  capital  expen- 
diture. 

3.  Plant. — Where  plant  has  actually  been  sold,  the 
disposal  arises  from  the  fact  that  the  plant  is  out  of 
date  or  worn  out.  Any  loss  thereon  is  not,  in  my 
opinion,  a capital  loss  in  the  ordinary  sense  of  the 
term,  and  it  ought  to  be  allowed  as  a charge  against 
profits  whether  the  plant  be  replaced  or  not. 

4.  Preliminary  expenses. — This  item  is  of  a more 
doubtful  character,  being  part  of  the  cost  of  the 
inauguration  of  the  company. 

5.  Diminishing  value. — The  present  method  of  cal- 
culating depreciation  on  diminishing  values  is  very 
strongly  objected  to  by  traders  and  by  many  account- 
ants. In  my  personal  view,  however,  there  is  some- 
thing to  he  said  for  the  practice,  because  it  recognizes 
the  essential  point  of  residual  value,  and  coincides 
with  the  rise  in  the  cost  of  repairs  or  partial  renewals 
in  the  majority  of  cases. 

On  the  other  hand,  I do  not  think  that  there  should 
be  any  insuperable  difficulty  in  arriving  at  a fair 
assumed  residual  value  in  practically  all  cases  of 
plant,  machinery,  &c.,  as  is  now  done  in  the  case 
of  ships,  and  that  the  cost  of  such  assets,  less  residual 
value,  should  be  written  off  over  the  assumed  life. 
Any  profit  or  loss  on  sale  (or  scrapping)  after  bringing 
into  account  the  depreciation  already  allowed,  should 
be  adjusted  in  arriving  at  taxable  profits.  The 
assumed  life  should,  in  my  opinion,  be  underestimated, 
if  anything.  The  Revenue  would  not  in  the  end  be 
prejudiced,  because  the  allowance  would  definitely 
cease  when  the  total  of  allowances  amounted  to  the 
cost  less  residual  value. 

As  a broad  or  general  principle  the  allowance  for 
depreciation  (or  as  it  has  been  termed  expired  capital 
outlay)  should  be  claimable  where  the  relative  capital 
expenditure  is  made  on  assets  of  an  inherently  wasting 
character  essential  to  the  earning  of  profits  in  the 
trade  or  business. 

• 6.  Fixtures  and  fittings. — Allowance  is  now  granted 
to  traders  but  not  to  professional  men.  This  anomaly 
calls  for  alteration. 

(8)  Free  of  Income  Tax. 

8284.  The  present  practice  adopted  by  many  com- 
panies of  paying  dividends  “ free  of  Income  Tax  ” 
and  also  paying  fees  to  directors,  salaries  to  officials 
and  wages  to  workmen  free  of  tax  is,  in  my  opinion, 
wrong  m principle.  So  far  as  the  accounts  are  con- 
cerned the  effect  is  that  the  true  payments  made 
are  generally  not  apparent,  and  the  principle  of  tax- 
ing all  those  who  are  receiving  remuneration  which 
renders  them  liable  to  tax  is  defeated.  Naturally 
the  ^orking-man  asks  that  he  should  be  put  on  the 
same  footing  as  the  official  of  his  company.  Moreover, 
so  far  as  dividends  are  concerned,  the  effect  is  to 
disguise  the  amount  of  the  actual  distribution  of 
profits.  The  Report  of  the  Company  Lav/  Amend- 
ment Committee  to  the  President  of  the  Board  of 
Trade,  dated  15th  July,  1918,  recommends  that  pay- 
ments to  directors  “ free  of  Income  Tax  ” or  of 
Super-tax  shall  be  forbidden. 

I suggest  that  Income  Tax  payable  by  weekly  wage- 
earners  could  be  deducted  from  wages  and  collected 
by  means  of  stamps  following  the  practice  of  the 
National  Health  Insurance  Act;  but  difficulties  princi- 
pally in  connection  with  assessment  would  undoubtedly 
arise. 

(9)  Interest  on  prepayment. 

8285.  Now  that  the  Income  Tax  payments  are  so 
substantial  in  amount  it  is  a convenience  to  many 
taxpayers  who  have  to  finance  their  payments  to  be 
allowed  to  pay  in  advance  on  account  of  the  duty, 
but  a commercial  rate  of  interest  should  be  allowed 


on  such  prepayment.  I think  that  the  Government 
could  afford  to  pay  a commercial  rate  of  interest  for 
the  use  of  the  money  and  I do  not  think  there  would 
be  any  objection  on  the  part  of  the  taxpayers  if 
interest  were  charged  on  sums  overdue,  after  allow- 
ing some  reasonable  time  by  way  of  grace. 

(10)  Capital  profits  and  capital  losses. 

8286.  Although  it  seems  unreasonable  that  profits 
made  from  speculation  should  be  exempt  from  taxa- 
tion I think  that  so  many  difficulties  would  arise  that 
there  would  be  no  advantage  to  the  Revenue  in  bring- 
ing in  such  sums  for  assessment.  Obviously  if  profits 
are  to  be  brought  in  losses  must  bo  set  off,  and  any 
check  on  bringing  in  of  profits  would  be  very  difficult. 
There  are  certain  transactions,  however,  in  the  way 
of  business  (say,  for  example,  a broker  speculating 
in  a speciality  in  which  he  deals  for  clients)  which 
might  be  assessed. 

(11)  Amendment  of  existing  Schedules. 

8287.  Schedule  A.  There  are  many  instances  in 
which  the  allowance  of  one-sixth  for  repairs  unde:- 
Schedule  A is  inadequate.  With  regard  to  small  pro- 
perties the  allowance  of  the  actual  repairs  would 
tend  to  encourage  landlords  in  carrying  out  furthor 
repairs  if  these  were  allowable.  Any  such  allowance 
should,  of  course,  exclude  improvements. 

The  allowance  by  way  of  a deduction  from  profits 
of  a proportion  not  exceeding  two-thirds  of  the  rent 
and  rates  of  any  dwelling-house  partly  used  for  the 
purpose  of  the  business  is  in  many  instances  inade- 
quate. This  applies  particularly  to  licensed  premises 
but,  in  like  manner,  to  other  businesses  such  as,  for 
example,  a nursing  home  where  the  proprietor  lives 
on  the  premises. 

Schedule  E.  It  is  suggested  that  salaries  of 
directors  and  staff  now  assessed  under  Schedule  E 
should  be  included  under  Schedule  D but  that  allow- 
ances should  be  made  for  expenses  incurred  in  earning 
such  salaries  as,  for  example,  travelling  expenses 
If  this  were  in  operation  Schedule  E might  be 
abolished. 

Schedule  C.  There  seems  no  good  reason  why  this 
should  be  continued  as  a separate  schedule  unless  for 
statistical  purposes.  Moreover,  so  far  as  the  various 
Cases  under  Schedule  D are  concerned,  these  would 
all  fall  into  one  category  if  the  assessment  was  made 
on  the  income  of  the  preceding  year. 

8288.  (12)  Colonial  or  Indian  Income  Tax. 

At  present  the  method  of  assessment  abroad  differs 
from  the  method  employed  here  in  certain  cases. 
This  leads  to  considerable  confusion,  but  the  most 
important  question  in  this  connection  seems  to  me  to 
be  that  the  home  authorities  should  arrange  with  the 
authorities  abroad  so  that  full  particulars  of  the 
payments  made,  the  amount  of  the  assessment,  the 
rate  of  duty  and  the  income  to  which  the  duty  relates 
should  be  available  for  transmission  here  to  facilitate 
the  repayment  of  the  difference  in  duty  allowable. 
Provided  that  evidence  of  identification  of  the  income 
was  furnished  there  seems  no  reason  why  the  Imperial 
Revenue  should  not  return  the  exact  sum  paid  at  the 
appropriate  rate  on  evidence  of  payment  in  the 
Colonies.  It  is  suggested  that  in  any  event  the  total 
tax  payable  should  not  amount  to  more  than  the 
equivalent  of  the  highest  rate  of  tax  in  force  in  the 
two  countries. 

8289.  (13)  Graduated  Income  Tax. 

Many  proposals  have  been  made  for  strictly  gradu- 
ated Income  Tax,  and  in  principle  this  is  sound,  but  a 
tax  strictly  graduated  presents  difficulties.  On  the 
other  hand  I think  a scheme  could  be  devised  under 
which  Super-tax  might  start  at  a lower  figure,  say, 
for  the  sake  of  illustration,  £1,500,  and  the  rate  of 
Income  Tax  be  correspondingly  lowered  to  say,  5s.  in 
the  £.  The  advantage  of  such  a system  would  be  that 
the  labour  involved  in  dealing  with  small  Income  Tax 
claims  for  repayment  would  be  considerably  di- 
minished. A system  of  graduations  on  all  incomes 
can  be  devised  which  would  effect  the  desired  result 
and  I car  submit  a scheme  showing  the  method,  Such 
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system  would  involve  a return  for  Income  Tax  pur- 
poses by  all  taxpayers,  and  this  principle  is  advocated. 
In  theory  under  present  conditions  this  obtains  to- 
day, having  regard  to  the  law  relating  to  Super-tax 
and  existing  provisions  as  to  graduation  and  abate- 
ments. The  abandonment  of  the  principle  of  taxation 
at  the  source  would  of  course  solve  the  difficulty  but 
such  alteration  of  method  would  involve  the  State  in 
heavy  loss. 

8290.  (14)  Exemptions  and  abatements. 

Abatements  for  children,  in  my  opinion,  should  not 

be  allowed  where  a child  has  an  income  available  for 
its  maintenance.  Such  income  up  to  the  amount  of 
the  abatement  claimed  should  be  brought  into  account 
if  the  child  is  living  at  home. 

8291.  (15)  Other  points. 

The  following  points  have  been  brought  to  the 
notice  of  my  committee:  — 

(1)  Repayment  locally  of  Income  Tax  overpaid 

through  the  medium  of  the  Surveyor. 

(2)  The  departmental  instructions  issued  to  Sur- 

veyors should  be  available  to  practising 
accountants. 

(3)  Assessment  on  partners  in  firms  should  be 

made  separately. 

(4)  There  should  be  only  one  charge  on  each 

individual,  even  if  his  property  and/or 
business  is  situated  in  different  places. 
(This  is  a very  difficult  question,  because 
the  matter  only  arises  where  the  taxpayer 
is  not  liable  to  the  full  rate,  and  is  bound 
up  in  some  measure  with  the  principle  of 
taxation  at  the  source). 


(5)  Earned  and  unearned  income. — Whilst  the 

present  system  of  differentiation  between 
earned  and  unearned  income  is  generally 
approved,  it  mitigates  against  thrift,  often 
presses  unfairly  on  persons  with  limited 
means,  and  in  my  personal  view  the 
differentiation  should  be  abolished. 

(6)  Income  of  husband  and  wife. — The  case  for 

separate  assessment,  except  so  far  as 
already  provided  for,  does  not  seem  to  be 
justified. 

(7)  Co-operative  Societies. — The  general  view  is 

that  these  societies  should  be  subject  to 
taxation,  and  where  they  are  carrying  on 
retail  trade  in  competition  with  other 
trades,  I cannot  see  any  possible  reason 
for  their  exclusion. 

(8)  Accounts  now  furnished  to  the  Authorities. — 

The  request  by  Surveyors  that  they  should 
have  a balance  sheet  in  addition  to  the 
trading  and  profit  and  loss  account  is 
justified  by  their  experiences  in  many  oases. 

(9)  Revision  or  repayment. — The  rights  of  the 

taxpayer  in  respect  of  period  of  time  should 
be  made  similar  to  the  rights  of  the  Crown 
in  every  instance  where  revision  of  figures 
for  repayment  or  any  other  purposes  is 
necessary. 

(10)  Instructions  should  be  given  to  Surveyors  to 

point  out  to  taxpayers  any  relief  to  which 
they  are  entitled,  but  which  they  have 
omitted  to  claim. 

(11)  The  form  of  certificate  as  to  stocks,  &c.. 

required  from  the  taxpayer  is  approved 
and  is  a protection  to  the  professional 
accountant. 


[T/iis  concludes  the  evidence-in-chief.'] 


8292.  Chairman : We  have  your  paper  before  us; 
it  is  a very  valuable  paper,  well  thought  out  and  very 
well  expressed ; and  it  gives  us  real  help  in  regard  to 
many  of  the  suggestions  that  you  have  brought  before 
us.  The  Commissioners  have  it  before  them,  and  they 
have  studied  it,  but  there  may  be  a few  points  in 
your  statement  that  they  want  to  elucidate;  if  you  will 
kindly  answer  any  questions  that  are  put  to  you,  I 
shall  be  obliged  ? — Perhaps,  my  lord,  you  will  allow 
me  to  say  one  word  on  the  paper  as  a whole,  before 
the  members  of  the  Commission  ask  me  questions.  I 
should  like  to  say  that  I have  endeavoured  iu  this 
paper  to  reduce  the  broad  points  to  a condensed  form 
as  much  as  possible.  I have  asstumed  that  the  present 
practice  in  regard  to  the  administration  of  the  Acts 
of  Parliament  is  entirely  familiar  to  the  Commission. 
Then  I am  aware  that  you  have  heard  a great  deal 
of  evidence  already,  and  that  perhaps  you  may  regard 
some  of  this  either  as  confirmatory  or  otherwise  of 
such  evidence  as  has  been  already  before  you.  Many 
points  are  highly  controversial,  and  I do  not  suggest 
that  even  this  evidence,  presented  as  it  is  on  behalf 
of  the  Institute  of  Chartered  Accountants,  expresses 
their  unanimous  view  on  many  of  those  points.  Ex- 
perience in  various  parts  of  the  country  differs  possibly 
from  experience  in  London,  and  so  forth.  Then, 
again,  I have  attempted,  as  far  as  possible,  to  exclude 
(because  our  committee  did  not  think  it  was  a matter 
for  us  to  touch  upon)  such  matters  as  might  be  re- 
garded as  political,  such  as  where  a question  of  policy 
was  involved  in  certain  aspects  of  the  law  as  it  stands 
to-rday.  Matters  of  that  kind  we  have  tried  to  exclude. 

8293.  Can  you  tell  us  what  those  points  are? — For 
instance,  as  to  whether  it  would  be  advisable  on 
general  grounds  to  extend  limits  of  exemption,  and 
that  sort  of  thing — whether  it  might  be  wise  or  proper 
to  look  at  them  from  what  I might  term  the  political 
point  of  view  rather  than  from  the  accountancy  point 
of  view.  Then,  generally,  the  impression  one  is  asked 
to  convey  is  that  there  are  a great  number  of  what 
I might  term  alleged  grievances,  some  of  which  in 
our  opinion  are  hardly  well  founded,  because  in  many 
cases  we  think  they  are  due  to  ignorance  or  are 
exceptional  cases ; of  course  there  must  be,  in  any 
legislation  on  this  subject,  exceptional  cases,  and  it  is 
very  difficult  to  meet  every  individual  case  of  hard- 
ship. I merely  mention  those  facts  because  I have 


been  supplied  with  a mass  of  information  coming 
from  various  parts  of  the  country,  and  my  committee, 
who  have  asked  me  to  come  here  and  represent  them 
to  the  best  of  my  ability,  felt  that  some  of  these 
matters  were  not  matters  on  which  we  ought  to  trouble 
your  Commission  where  they  are  obviously  very  ex- 
ceptional or  very  uncommon. 

8294.  You  will  probably  be  asked  by  some  of  the 
Commissioners  with  regard  to  the  question  of  evasion. 
1 see  that  you  mention  the  forming  of  trusts  by 
individuals,  which  I believe  is  getting  to  be  rather 
extended ; probably  you  will  be  asked  some  questions 
about  that.  Would  you  give  the  Commission  in- 
formation on  that  point  later  on? — I will,  so  far  as 
I am  able  to  do  so. 

8295.  Mr.  Kerly : With  regard  to  your  proof,  may 
I venture  to  say  that  it  is  so  clear,  that  whether  one 
agrees  with  it  or  not,  it  ds  not  open  to  misunderstand- 
ing. Will  you  take  paragraph  2?  You  suggest  that 
the  Tax  Acts — even  the  codified  Act — are  very  compli- 
cated, as  of  course  they  are.  Can  you  make  any 
suggestion  with  regard  to  simplification? — It  is  very 
difficult  to  do  so,  except  in  one  particular.  I venture 
to  think  that  if  a system  of  graduation  of  tax  could 
be  found,  you  might  get  over  a great  deal  of  the 
present  detailed  legislation  which  deals  with  abate- 
ments and  with  varying  rates  of  tax,  with  margins, 
that  is  to  say,  the  tax  varies  where  the  income  does 
not  exceed  so  and  so.  If  you  could  find  a system  of 
graduation  which  would  run  in  a smooth  curve  I 
think  a great  deal  of  that  might  be  removed. 

8296.  Have  you  considered  starting  the  Super-tax 
method  almost  from  the  bottom? — I have. 

8297.  That  would  tend  in  the  direction  you  suggest? 
— It  would. 

8298.  It  would  give  every  £100  an  appropriate  rate 
of  tax? — It  would. 

8299.  But  the  majority  of  the  sections  of  the  Act 
are  not  concerned  with  abatements? — No. 

8300.  They  are  concerned  with  imposing  the  law? — 
That  is  so. 

8301.  Then  you  suggest  that  it  is  desirable  that  the 
taxpayer  should  be  able  more  readily  to  ascertain  his 
liability.  Do  you  think  that— apart  from  the  simple 
case  of,  say,  a clerk  with  a fixed  income — it  is 
possible  to  make  the  matter  simple  enough  for  even 
an  ordinary  business  man  to  appreciate  his  liability? 
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— It  is  very  difficult,  because  for  obvious  and  good 
reasons  there  must  be  a certain  amount  of  variation 
between  the  ordinary  ascertained  commercial  profit 
and  the  statutory  income  on  which  a man  is  called  to 
pay  tax. 

8302.  Do  you  think  that  could  be  done  by  publish- 
ing simplified  official  manuals  and  tables  with  illus- 
trative cases? — I think  that  that  is  possible.  Of 
course  there  .are  many  textbooks  available  now  to 
the  ordinary  trader  or  the  ordinary  taxpayer,  to 
which  he  can  refer,  and  in  which  tables  are  set  out ; 
but  with  the  number  of  adjustments  and  variations 
and  so  forth  that  there  are  to-day,  it  would  be 
difficult  to  codify  those  in  any  brief  form. 

8303.  Supposing,  instead  of  having  an  ill-printed 
form  of  very  close  print,  and  appearing  to  be  very 
complicated,  there  was  an  official  publication,  oosting, 
say,  6d.,  and  the  official  form  referred  to  it,  would 
that  assist? — I think  it  would  assist,  certainly.  If 
it  was  official,  it  would  carry  with  it  the  imprima- 
tur of  the  Department. 

8304.  I am  suggesting  that? — I notice  you  are,  Sir. 

8305.  Will  you  kindly  turn  to  paragraph  3.  You 
say  there  should  be  more  latitude.  Everybody  would 
agree  that  if  a reliable  body  of  persons*  could  be 
allowed  a certain  latitude  with  regard  to  exemptions 
and  so  on,  to  deal  with  difficult  cases  that  would  be 
satisfactory  if  you  could  trust  your  body.  Can  you 
make  any  suggestion  as  to  laying  down  the  principle  ? 
— I think  in  that  matter  the  practice  has  improved; 
that  is  to  say,  I think  the  Surveyors,  who  are  becom- 
ing more  and  more  skilled  and  more  and  more  trained, 
are  taking  what  I might  term  rather  a broader  view 
with  regard  to  small  matters.  They  do  not  insist 
so  much  as  they  used  to  on  a cast-iron  interpretation 
of  what,  after  all,  are  comparatively  small  matters. 

8306.  There  are  two  divisions,  of  course,  the  statu- 
tory law  and  the  administration.  So  far  as  the 
administration  goes,  do  you  think  it  would  assist 
matters  if  the  Commissioners  of  Inland  Revenue  were 
given  a general  rule-making  power? — I see  this  diffi- 
culty, that  if  you  give  too  much  latitude  you  may  get 
a variation  in  practice,  and  you  may  get  allowances 
made  by  one  man  which  would  be  disallowed  in 
another  case. 

8307.  At  any  rate  the  principle  must  be  settled  by 
statute  ? — Certainly . 

8308.  I thought  perhaps  you  had  something  of  this 
sort  in  your  mind.  I am  going  to  read  what  I have 
jotted  down,  only  as  a rough  suggestion:  that  there 
should  be  a general  provision  that  tax  is  payable  on 
income,  and  a further  provision  that  notwithstanding 
anything  contained  in  the  Act,  some  Board — I call  it 
a Board  of  Referees — should  determine,  in  respect  of 
any  class  of  profits  or  returns,  or  any  trade  or 
business,  or  in  any  particular  case,  whether  and  to 
what  extent  the  profit  or  return  is  taxable  in  accord- 
ance with  the  principle  first  stated?— By  the  last 
sentence,  you  mean,  if  I may  interpret,  in  accordance 
with  the  principle  stated  by  Act  of  Parliament. 

8309.  No,  stated  in  the  opening  lines  of  my  pro- 
position : that  tax  is.  payable  on  income,  and  not  on 
capital;  and  then  leave  some  judicial  body  to  dis- 
tinguish in  particular  cases  on  that  principle,  between 
inoome  and  Capital? — I am  afraid  I do  not  follow. 

8310.  I did  not  know  whether  it  was  something  of 
that  sort  that  you  meant;  you  see  I put  it  in  the 
most  general  way  possible? — I have  no  doubt  it  is 
my  fault,  but  I do  not  quite  understand  your  opening 
phrase;  you  say  a tax,  distinguishing  between  income 
and  capital. 

8311.  My  suggestion  is  that,  instead  of  trying  to 
deal  with  particular  cases,  for  instance  with  regard 
to  dilapidation,  depreciation  or  anything  of  that  sort, 
you  should  merely  lay  down  in  the  Statute  the 
principle  that  it  is  income  which  is  to  be  taxed?— 
That  it'  is  income  to  be  taxed,  I agree,  certainly. 

8312.  And  then  leave  it  to  be  worked  out  by  the 
decisions  of  a particular  body? — Yes. 

8313.  That  would  be  the  only  way  in  which  you 
oould  get  a real  simplification? — It  certainly  would 
be  one  way,  and  should  help  in  that  direction. 

8314.  And  would  have  the  great  disadvantage  of 
leaving  the  whole  matter  very  indefinite  and  the 
application  of  the  tax  very  uncertain,  at  any  rate 
for  a very  great  number  of  years? — Yes.  As  the 


position  is  to-day,  in  the  great  majority  of  these 
cases,  decisions  have  already  been  taken  either  in 
courts  of  law  or  by  established  practice. 

8315.  Then  turning  again  to  paragraph  3,  you 
give  a case  where  an  expense  falling  upon  an  inn- 
keeper in  the  course  of  his  trade  was  held  not  to  be 
a deduction  from  his  profits  for  Income  Tax  purposes. 
There  again  would  you  propose  that  there  should 
be  some  general  provision,  say,  of  this  nature:  that 
all  expenses  incurred  in  earning  the  profits  and 
actually  paid  out  of  profits  shall  be  charged  to 
revenue? — Yes,  and  I would  be  glad  to  accept  your 
wording  “ actually  paid  out  of  profits,”  because  the 
point  in  this  case,  from  the  accountant’s  point  of 
view,  was  that  of  course  there  was  no  other  fund  out 
of  which  this  money  could  be  paid. 

8316.  Do  you  think  that  in  actual  practice,  if  you 
had  the  thing  left  so  loosely  as  that,  there  would 
would  be  a difficulty  in  administration  ?— I think 
still  disputes  might  arise,  but  I do  not  think  there 
ought  to  be  difficulty  in  determining  a question 
which  would  then  become  purely  a question  of  fact; 
was  in  fact,  the  particular  charge  and  expense  in 
this  case  paid  out  of  profits  or  not? 

8317.  The  position  would  be  somewhat  similar  to 
that  which  arises  when  there  is  a dispute  as  to 
whether  a loss  is  due  to  negligence? — Yes. 

8318.  It  must  be  tried  by  a judge  of  fact  or  by 
a jury  under  the  direction  of  a judge? — Yes. 

8319.  Turning  to  paragraph  4,  we  have  had  many 
suggestions  that  the  assessments  should  be  made  by 
the  Surveyors.  Those  you  approve  of,  I understand? 
— Yes. 

8320.  Do  you  think  that  the  General  Commissioners 
should  be  retained  merely  as  a Court  of  Appeal? — 
I do  feel,  so  far  as  expressions  have  reached  us, 
and  particularly  from  the  country,  that  many  traders 
consider  the  General  Commissioners  an  advantage. 

8321.  What  is  your  personal  experience? — My  per- 
sonal experience  is  this.  If  I had  a question  of  real 
difficulty,  involving  a number  of  technical  considera- 
tions, I should  go  to  the  Special  Commissioners. 

8322.  In.  large  towns,  at  any  rate,  the  General 
Commissioners  can  have  no  knowledge  of  their  own 
with  regard  to  any  particular  case  which  comes  before 
them? — They  may  or  may  not. 

8323.  It  would  be  mere  accident  if  they  did? — 
Yes.  While  you  are  on  this  subject  may  I say 
this?  I also  do  suggest  there — and  I venture  to 
think  it  would  be  a i eal  help — that  the  same  Surveyor 
should  go  on  to  deal  with  the  question  of  Super- tax, 
particularly  as  in  so  many  cases  that  oome  within 
one’s  own  practice  so  many  of  the  facts  are  before 
him  at  the  time.  I venture  to  suggest  that  that 
would  be  of  assistance,  because  when  the  Super-tax 
assessment  comes  to  be  made  I believe  there  is  inter- 
departmental correspondence  to  verify  the  facts  sub- 
mitted on  the  Super-tax  assessment. 

8324.  At  present  Super-tax  is  assessed  by  the 
Special  Commissioners? — Yes. 

8325.  Whose  general  duty  is  to  act  as  a court  of 
appeal  ? — Yes. 

8326.  Has  it  struck  you  that  the  Special  Commis- 
sioners are  in  any  way  prejudicially  affected  by  acting 
also  as  the  Super-tax  Assessors? — I have  never  seen 
any  evidence  of  it. 

8327.  No  evidence  that  they  are  taking  the  official 
view  rather  than  a judicial  view? — No;  I call  to 
mind  no  instance  where  I have  had  any  reason  to 
suggest  anything  of  the  sort. 

8328.  You  may  have  seen  a letter  in  this  morning’s 
paper? — No,  I have  not.  Before  you  pass  from  that, 
might  I just  mention  one  case  that  came  before  me ; 
as  a matter  of  fact  it  was  a foreigner,  who  was 
liable  to  and  assessed  for  Income  Tax,  and  who  paid 
his  Income  Tax,  but  who  left  this  countvy  while 
his  Super-tax  assessment  was  in  process  of  being 
made.  Of  course,  there  was  no  means  of  recovering 
or  enforcing  that  assessment.  That  duty  was  lost. 

8329.  Because  of  the  delay? — Partly  because  of  the 
delay,  and  partly  because  of  the  Super-tax  assess- 
ment being  always  in  effect  one  year  behind  the 
Schedule  D assessment. 
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8330.  The  Super-tax,  as  you  have  just  said,  is  a 
year  behind  the  three  years’  average? — -Yes. 

8331.  Do  you  think  that  is  convenient? — No,  that 
also  would  be  done  away  with  if  it  was  one  assessment. 
It  would  bring  the  whole  thing  much  closer  together. 

8332.  Would  you  make  the  Super-tax  and  the  In- 
come Tax  one  tax? — Yes. 

8333.  Your  view  is  that  it  should  be  upon  the  last 
year’s  actual  profits? — Yes,  or  income. 

8334.  Then  further,  in  paragraph  4,  you  suggest 
that  there  are  cases  where  no  appeal  is  allowable.  I 
presume  you  would  generalize  and  allow  a Case  to 
be  stated  under  the  1880  Act,  or  what  now  corresponds 
to  it,  wherever  a decision  is  given  by  the  Commis- 
sioners and  the  party  aggrieved  desires  to  raise  a 
question  of  law? — Yes.  This  is  a point  sent  up  to 
us,  I may  say,  from  the  country. 

8335.  Certain  difficulties  arise  with  regard  to  repay- 
ments?— Yes. 

8336.  Then  in  paragraph  5 you  mention  the  three 
years’  average.  Do  you  think  there  would  be  any 
practical  difficulty  in  working  on  the  last  complete 
year’s  actual  profits  instead  of  on  the  three  years’ 
average? — I do  not  think  so. 

8337.  It  would  be  necessary,  as  you  suggest,  to 
carry  the  losses  forward  ?- -Yes,  that  would  be  essen- 
tial, I think,  at  all  events  in  fairness.  On  that  I 
indicate  that  when  the  change  was  made  there  would 
have  to  be  some  temporary  arrangement,  both  in 
the  interests  of  the  Revenue  and  in  the  interests  of 
the  taxpayer,  to  bring  forward  unpaid  tax  from  the 
average  into  the  calculation  of  the  first  two  years  of 
the  change. 

8338.  Have  you  thought  out  how  that  could  bo 
worked? — The  suggestion  made  is,  assuming  it  to  be 
made  at  once,  that  for  the  assessment  for  the  year 

1920- 21  there  should  be  added  to,  or  deducted  from, 
the  profits  of  the  preceding  year  the  following  sums, 
namely,  one-third  of  the  difference  between  the  profits 
of  the  preceding  year  and  the  profits  of  the  year 
1917,  and  one-third  of  the  difference  between  the 
profits  of  the  preceding  year  and  the  profits  of  the 
year  1918.  I am  taking  the  31st  December  as  the 
financial  year,  and  I am  taking  the  Government  year 
as  stated,  1920-21.  Then  for  the  following  year, 

1921- 22,  there  should  be  added  to  or  deducted  from 
the  profits  of  the  preceding  year  one-third  of  the 
difference  between  the  profits  of  the  preceding  year 
and  the  profits  of  the  year  1918.  Then  there  would 
have  to  be  similar  provisions  where  the  average  was 
not  of  three  years,  but  of  a greater  period,  as,  for 
instance,  in  the  case  of  coal  mining  profits,  which  are 
on  a five  years’  basis. 

8339.  I will  leave  members  of  your  own  profession 
to  deal  with'  that? — I only  mention  it  for  this  reason. 
It  is  an  obvious  objection  to  the  change,  if  not  pro- 
vided for. 

8340.  Now  with  regard  to  paragraph  6,  on  the 
question  of  evasion.  You  mention  bonus  shares  which 
really  represent  accumulations  of  undistributed 
profits? — Yes. 

8341.  So  far  ns  the  company  is  concerned  they  have 
already  paid  their  tax  on  those  profits? — They  have 
paid  their  tax. 

8342.  But  they  are  not  available  as  part  of  the 
Super-tax  income  of  the  shareholder? — That  is  so. 
It  is  a point  which  affects  Super-tax,  but  I daresay 
the  Commission  are  fully  aware  that  this  is  a point 
which  is  receiving  a great  deal  of  attention  at  the 
present  moment,  and  it  also  affects  very  large  sums  of 
money. 

8343.  Yes,  we  have  heard  of  that? — I do  not  want 
to  go  over  the  ground  and  waste  your  valuable  time, 
but  it  is  a pressing  point,  and  it  is  an  important 
point. 

8344.  That  addition  to  the  definition  of  profit  might 
be  dealt  with  by  providing  that  shares  which  repre- 
sent accumulations  of  profit  are  to  be  considered  as 
income? — Yes,  the  accumulation.  With  regard  to 
wihat  is  being  done  at  the  present  time,  there  are 
many  attempts  being  made  to  deal  with  this  matter 
by  first  taking  those  profits  and  going  through  a 
process  of  capitalisation  within  the  company,  that  is 


to  say,  applying  the  profits  to  pay  up  in  full  certain 
bonus  shares  and  then  distributing  those  shares  and 
alleging  that  by  that  transaction  they  are  capital. 
Now,  as  it  seems  to  me,  and  as  it  seems  to  most  of 
us,  that  is  only  really — I do  not  want  to  use  a harsh 
term — but  a subterfuge ; because  in  fact  they  must  be 
profit.  There  can  only  be  two  returns  to  a share- 
holder, either  profits,  or  return  of  capital ; and  by 
this  means,  and  also  by  means  of  a limited  company 
holding  up  profits,  the  true  owner  of  those  profits 
escapes  the  Super- tax. 

8345.  You  have  rather  avoided  the  difficulty  by 
leaving  out  the  possibility  of  an  increment  of  capital, 
have  you  not? — For  Death  Duties  do  you  mean? 

8346.  No,  capital  of  the  company? — I am  afraid  1 
do  not  follow  you. 

8347.  Supposing  a company  has  a piece  of  land,  for 
instance,  and  it  trebles  in  value,  is  that  profit  or  an 
increment  of  capital? — That  is  an  increment  of 
capital.  That  is  not  a realized  profit  until  the  land 
is  sold. 

8348.  I do  not  want  to  discuss  it  with  you,  but,  of 
course,  the  difficulty  has  been  introduced  here  by 
applying  the  doctrine  of  the  case  of  Bouche  v. 
Sproule,  to  which  you  refer,  which  was  a matter 
between  a tenant  for  life  and  a reversioner,  and 
depended  upon  the  testator’s  or  the  settlor’s  inten- 
tion ; it  was  not  a question  between  the  taxpayer  and 
the  Revenue,  to  which  totally  different  considera- 
tions would  apply? — I entirely  agree. 

8349.  I am  going  on  to  paragraph  15.  There  are 
many  matters  in  between,  but  I do  not  propose  to 
deal  with  those.  In  paragraph  15  you  deal  with  a 
number  of  other  points.  At  No.  3 you  say:  “ Assess- 
ment on  partners  in  firms  should  be  made  separately.” 

I suppose  you  would  preserve  the  liability  of  the 
firm? — Yes. 

8350.  Then  in  No.  4 you  say:  “There  should  be 
only  one  charge  on  each  individual,  even  if  his  pro- 
perty and/or  business  is  situated  in  different  places.” 
You  would  have  all  the  materials  from  the  different 
localities  concerned,  if  there  were  several,  sent  to  one 
particular  Surveyor? — That  is  the  suggestion  which  is 
submitted  to  us. 

8351.  Would  you  leave  it  to  the  taxpayer  to  select 
his  area? — I think  you  would  have  to  lay  down  some 
rule;  either  the  place  of  residence  or  the  place  of 
business. 

8352.  One  or  the  other  seems  to  be  obvious.  At 
No.  6 you  object  to  separate  assessment  of  the  income 
of  husband  and  wife.  As  the  law  is  at  present,  hus- 
band and  wife  can  require  separate  assessments  where 
the  wife  has  an  earned  income  and  the  joint  income 
does  not  exceed  £500? — Yes. 

8353.  Do  you  not  think  it  would  be  desirable  that 
that  should  be  raised  to  £1,000? — I do  not  know  that 
I have  any  decided  view  on  that  matter.  But  I 
think  the  law  should  not  be  so  altered  as  to  enable 
joint  incomes  to  be  split  up  for  the  purpose  of 
evading  tax. 

8354.  Then  I go  to  point  No.  11  of  paragraph  15, 
as  to  the  form  of  certificate  as  to  stocks,  &c.  T call 
your  attention  to  that  because  another  member  of 
your  profession,  whom  we  expect  to  see  in  a day  or 
two,  rather  strongly  objects  to  that.  You  see  no 
objection  to  it? — No,  I am  in  favour  of  it. 

8355.  I will  tell  you  what  is  said  about  it:  “ No 
trader  would  be  justified  in  signing  it.”  I presume 
that  means  because  it  pledges  him  to  statements  as 
to  which  he  cannot  have  knowledge? — For  the  moment, 
subject  to  further  observation,  I do  not  see  why  he 
should  not  sign. 

8356.  Personally  I do  not  either,  but  I wanted  to 
know.  I have  no  doubt  the  other  critic  will  have 
some  good  reason? — If  you  take  it  paragraph  by  para- 
graph, first  of  all  he  certifies  that  the  whole  of  his 
stock  is  represented.  I cannot  see  what  is  the  objec- 
tion at  that.  The  next  paragraph  is  the  basis  of 
valuation,  whether  it  is  valued  at  cost,  or  at  market 
price  if  under  cost.  Assuming  that  for  some  special 
and  perfectly  good  reason  that  is  not  the  case,  there 
is  nothing  to  prevent  the  trader  explaining  why  he 
is  not  in  a position  to  give  the  certificate.  There  may 
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be  very  good  reasons,  but  the  Surveyor  should  know 
that  there  has  been  a departure  from  what  you  might 
regard  as  the  ordinary  practice. 

8357.  Personally  I have  a strong  objection  to  forms 
of  this  sort,  because  I think  they  get  signed  without 
consideration  unless  they  provide  for  variation.  It 
seems  to  me  that  the  second  paragraph  should  have 
a side  note:  “ If  this  is  not  in  accordance  with  the 
facts,  state  the  actual  facts.”? — Yes,  I agree  that 
might  be  a possible  improvement,  but  if  a man  signs 
a document  of  this  sort  he  must  be  presumed,  I think, 
to  know  what  he  is  signing. 

8358.  Then  the  next  paragraph  seems  to  be  right : 

“ all  transactions  . . . are  correctly  entered  ” ? — 

I can  give  you  an  example  there.  It  is  a very  small 
matter,  but  it  is  just  the  sort  of  point  which  arises 
here.  I once  had  an  examination  of  a set  of  accounts 
which  were  prepared  for  Income  Tax,  where  it  was 
the  practice  of  the  partners  when  they  recovered  bad 
debts  to  divide  them  outside  the  business  altogether. 
They  did  not  bring  them  into  the  business  books  at 
all.  They  said  : “ Oh,  here  is  something  to  the  good; 
this  is  a debt  which  we  thought  was  bad,  and  we 
have  got  back  £100  which  we  never  anticipated  ” ; and 
they  divided  it  and  kept  it  outside  the  books  alto- 
gether. 

8359.  They  treated  it  as  a gift  from  the  gods? — 
Quite,  but  it  should  have  come  into  the  business  trans- 
actions. 

8360.  Mr.  McLintock : I would  like  just  to  follow 
up  the  question  of  this  certificate.  Is  it  not  your 
experience  with  regard  to  stocks  in  particular  that 
a certificate  of  this  kind  has  become  very  necessary?— 
Yes.  What  may  be  prudent  and  advisable  from  a 
commercial  point  of  view  may  be  a matter  which 
ought  to  be  open  to  the  Revenue  when  they  come 
to  consider  the  question  of  the  tax  payable  in  respect 
of  the  trader’s  operations.  A reduction  in  the  value 
of  the  stock  may  be  in  the  nature  of  a hidden  reserve. 

8361.  Is  there  any  other  method  of  hiding  your 
profit  so  simple  as  deducting  from  stock? — It  as  the 
simplest  way.  Of  course  it  always  has  this  effect,  and 
some  traders  do  not  seem  to  realize  it,  that  if  you 
reduce  the  value  of  the  stock  at  the  end  of  one  year 
you  have  to  bring  it  into  the  next  year. 

8362.  They  can  do  that  all  right? — It  cannot  go  on 
indefinitely. 

8363.  You  may  come  to  a minus  quantity? — Yes;  I 
have  actually  seen  that  happen. 

8364.  So  have  I,  and  it  has  been  rather  awkward 
for  the  taxpayer  to  explain  it.  But  accountants 
generally  welcome  this  certificate? — Yes,  I certainly 
do,  and  my  committee  see  no  object:.on  to  it. 

8365.  You  know  from  experience  probably  that  the 
Inland  Revenue  at  times  would  like  to  put  the  burden 
of  giving  this  certificate  on  the  accountant? — It  is  a 
matter  which  the  accountant  cannot  possibly  check, 
except  in  a very  few  special  cases,  where  the  stock 
consists  of  one  article  or  a very  limited  number  of 
articles,  and  you  can  test  the  price  by  the  price  paid 
for  it. 

8366.  The  first  paragraph  practically  corresponds 
to  the  type  of  certificate  that  clients  are  asked  to  give 
before  their  accounts  are  certified? — It  does. 

8367.  On  the  question  of  evasion,  you  refer  in 
paragraph  6,  to  the  conversion  of  private  firms  into 
limited  companies.  You  do  not  overlook  the  fact 
that  the  income  then  becomes'  “ unearned  ” income, 
and  to  some  extent  in  the  smaller  businesses  the 
Inland  Revenue  gain  by  the  conversion? — Yes,  that 
is  so;  that  is  a quite  correct  observation. 

8368.  You  also  refer  to  the  possibility  of  a private 
limited  company  being  made  liable  to  Super-tax? — 
Yes. 

8369.  Of  course  the  limit  is  50  shareholders? — Yes. 

8370.  Is  it  the  cases  that  lie  somewhere  between  the 
point  of  50  and  the  private  firm  that  you  refer  to? — 
Personally  I do  not  think  it  is  possible  to  inflict  a 
Super-tax  on  a private  company  or  on  any  company ; 
because  although  you  may  have,  for  example,  only 
half  a dozen  ordinary  shareholders  in  a private  com- 
pany— there  are  many  cases  like  that — you  have  pre- 
ference shareholders;  so  that  it  would  become  a 
public  company.  So  you  cannot  draw  that  dis- 
tinction. Then  again  where  you  have,  say,  20  share- 
holders there  might  be  at  least  one  or  two  of  them 


who  are  not  liable  to  Super-tax.  It  would  be  very 
difficult  to  say  to  what  extent  those  particular  persons 
had  paid  Super-tax,  and  would  be  entitled  to  recover, 
because  in  the  case  of  a limited  company  you  are 
not  distributing  the  whole  of  the  profits;  so  that  you 
would  be  inflicting  a Super-tax  on  undistributed  pro- 
fits as  well  as  distributed  profits,  and  you  would  get 
into  great  confusion ; confusion  would  arise  alsb  as 
between  one  year  and  another. 

8371.  Then  you  think  to  assess  a limited  company 
to  Super-tax  is  not  a practicable  scheme? — No,  I do 
not  think  so.  I merely  mentioned  it  in  my  evidence 
because  the  suggestion  has  been  made,  but  1 do  not 
think  it  is  practicable. 

8372.  On  the  question  of  the  distribution  of  bonus 
shares,  your  view  is  that  they  should  be  taxable  to 
Super-tax? — I think  so. 


u^uwnujr  x ftgice  vmu  you  m many  cases  it 
should,  but  I will  give  you  an  actual  case  within  my 
own  experience.  A company  decided  to  distribute 
share  for  share  wholly  out  of  undistributed  profits. 
On  the  day  before  the  scheme  was'  finally  applied  their 
ordinary  shares  were  selling  in  the  market  at  £10  • on 
the  morning  afterwards  the  Stock  Exchange  quoted 
the  two  shares  at  £5  each ; and  yet  the  whole  of  that 
bonus  came  from  undistributed  profits  Do  you 
suggest  that  was  liable  to  Super-tax  ?— Yes,  I do  for 
this  reason:  so  far  as  the  Stock  Exchange  price ’was 
concerned,  that  in  theory  at  least  was  the  value  of 
the  assets  of  the  company  under  two  heads,  namely, 
first  the  ordinary  assets,  what  (to  use  a loose  term) 
1 may  term  the  original  assets,  and  secondly,  the 
undistributed  profits;  and  therefore  as  between  the 
two  persons  on  the  Stock  Exchange  who  were  dealing, 
it  is  obvious  that  the  man  who  had  bought  the  £10 
share  at  £20  had  bought  with  it  the  rights  to  those 
undistributed  profits,  and  if  those  undistributed  pro- 
fits  were  liable  to  Super-tax  and  properly  liable  he 

dbtributJdDde  ak6n  iabl  lty  t0  pay  that  when  ^ was 
mn  parfcicular  company  the  shares  did 

Thi  \ a 1£1°  hyu  reaSOn  of  tlle  bonus  distribution. 
.They  had  always  been  round  about  that  figure,  and 
when  they  gave  one  bonus  share  for  every  share 
held  the  capital  had  been  the  same  for  a period  of 
years-the  price  of  each  share  was  divided  by  two 
You  were  a holder  of  shares  to-day  at  £10  and  you 
sold  them  to  me;  I got'  the  bonus  share  next  morning 
and  I sold  my  two  shares  at  £5  each?— I beg  your 
pardon  I thought  you  meant  that  the  company  had 
a capital  consisting  of  £10  shares  and  they  dis- 
tributed  to  each  holder  of  a £10  share  two  shares 

8375.  No;  they  were  £1  shares  standing  in  the 
market  at  £10,  and  they  distributed  a bonus  out  of 
profits  and  gave  one  share  for  every  one  share  held, 
so  that  every  shareholder  had  two  shares?— Two 
shares  of  £1  each? 


8376..  Yes,  and  the  following  day  or  the  following 
week  it  was  just  at  once — the  shares  were  quoted 
at'  £5  each. 

8377.  Chairman : Would  not  the  knowledge  that 
you  had  to  distribute  it  be  taken  into  account  in 
the  £10? 

8378.  Mr.  McLintock-.  No,  the  shares  had  been 
standing  for  a long  period  round  about  £10.  Thev 
did  not  rise  by  reason  of  the  fact  that  the  share- 
holders were  going  to  get  one  new  share  for  every 
one  they  held. 

8379.  Chairman : Is  it  not  known  by  people  that 
there  is  a reserve  which  is  equal  to  that? 


8380.  Mr.  McLintock : This  was  an  actual  case  and 

there  was  no  doubt  about  it'.  (To  Witness) : I 

wanted  to  know  if  you  would  go  the  length  of  sug- 
gesting that  in  a case  like  that  Super-tax  ought 
to  be  paid,  where  the  man  has  simply  had  his  market 
value  cut  in  two? — Cut'  in  two;  not  doubled. 

8381.  No,  not  doubled,  just  the  same;  one  share 
was  valued  at  £10,  and  he  got  his  share  for  share, 
and  then  he  had  two  shares  worth  £5  each? — He  had 
two  shares  of  £1  each? 


8382.  Worth  £5  each.  That  is  not  a case  where  it 
would  be  fair  to  impose  Super-tax? — I do  not  see 
why  not.  There  the  position  has  not  really  been 
altered  at  all,  as  I understand  your  proposition. 
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Naturally  the  transaction  of  giving  the  man  two 
shares  of  £1  each  had  doubled  the  nominal  capital, 
so  that  the  capital  which  was  £100,000  became 
£200,000. 

8383.  And  the  capital  before  the  distribution  was 
worth  £200,000?— It  was  £100,000. 

8384.  No;  it  was  £200,000  on  the  market? — Then 
I do  not  understand  how  in  that  case  it  was  a dis- 
tribution of  profits;  because  that  has  not  altered 
in  the  company’s  books  the  share  capital  at  all. 

8385.  There  was  £100,000  of  issued  capital  and 
£100,000  of  accumulated  profits? — But  as  I under- 
stand your  proposition,  the  capital  of  the  company 
before  the  transaction  took  place  was  100,000  shares  of 
£1  each.  Therefore,  the  total  issued  capital  was 
£100,000. 

8386.  Each  share  worth  £10? — Leaving  market 
value  out  for  a moment:  after  the  transaction  the 
issued  capital  of  the  company  was  £100,000. 

8387.  £200,000? — Then  they  have  doubled  the 
capital  so  that  the  holders  had  got  £2  for  every  £1 
share  which  they  had  before,  and  that  distribution  of 
the  second  £100,000  was  made  out  of  profits.  Now 
it  is  quite  true  that  each  one  of  those  new  shares, 
there  being  200,000  of  them,  was  only  worth  £5 ; 
that  is  what'  I should  expect  both  in  theory  and  in 
fact  because  there  was  no  increased  value  merely  by 
reason  of  the  split  up.  In  the  original  market  valua- 
tion of  £10  for  the  £1  share  was  the  value  of  the 
undistributed  profit,  and  you  have  merely  released  it 
into  the  hands  of  the  man  who  was  perfectly  prepared 
on  the  Stock  Exchange  valuation  to  put  that  value 
upon  it;  you  have  released  it  into  his  hands. 
Previously  it  was  not  free.  It  is  a distribution  of 
income.  Why  should  he  not,  when  he  gets  it,  pay 
Super-tax  upon  it  when  it  is  released  to  him. 

8388.  It  was  not  realizable?— It  was  realizable  by 
selling  on  the  Stock  Exchange. 

8389.  Exactly— the  only  mode  of  selling? — Yes,  but 
now  you  have  actually  released  it  to  him  he  has  got 
something  tangible  in  exchange  for  a mere  Stock 
Exchange  price. 

8390.  It  was  just  as.  tangible  the  day  before?— 
T agree  it  was  just  as  tangible  the  day  before,  but 
it  was  then  the  market  valuation  of  the  undistributed 
profits. 

8391.  Which  is  not  taxable? — I agree  it  is  not 
taxable,  but  when  the  purchaser  bought  it.  paying 
that  price  for  it — assuming  that  it  was  the  law  that 
it  was  liable  to  Super-tax — that  would  be  an  element 
in  the  valuation. 

8392.  On  the  question  of  depreciation  i9  it  your 
view  that  the  present  method  of  calculating  it  on 
diminishing  value  does  not  work,  on  the  whole,  fairly; 
leave  aside  the  question  of  the  rate  for  the  moment? 
—Personally  I have  no  very  great  objection  to  taking 
the  diminishing  value.  If  in  theory  it  is  not  fair, 
then  it  should  be  corrected  by  the  rate. 

8393.  Do  you  agree  that  probably  there  would  be 
a slight  increase  in  the  rate  first  of  all  to  make  the 
rate  uniform  for  the  same  classes  of  trade  all  over 
the  country? — Yes;  there  has  been  an  attempt  to 
do  that  in  certain  trades,  as  you  know. 

8394.  Yes,  there  has  been.  Do  you  not  think  that 
would  meet  the  case?  That  is,  let  the  trades  of  the 
country  which  use  certain  types  of  plant  submit  a 
reasoned  case  for  a reasonable  rate  based  on  the 
diminution  of  value? — That  is  what  I did  in  a case 
in  which  I was  concerned  for  an  industry,  namely  r 
the  gas  industry.  We  met  the  Inland  Revenue 
authorities ; they  met  us  very  fairly  indeed ; we 
agreed  rates  with  them  and  agreed  the  whole  scheme. 

8395.  What  has  your  experience  been  with  the 
Inland  Revenue  when  you  put  a case  of  depreciation, 
as  a rule  do  they  meet  the  traders  fairly? — Yes.  Of 
course,  there  is  a general  view  of  which,  no  doubt, 
you  are  aware  as  well  as  I am,  that  the  rates  are 
inadequate;  but  that  is  partly  due,  in  my  judgment, 
to  the  fact  that  from  commercial  prudence  people 
write  off  higher  rates  than  are  actually  required 
for  the  true  life  to  be  ascertained. 

8396.  Something  like  a stock  reserve? — Yes.  very 
often.  It  is  always  open  to  the  trader,  if  he  objects 
to  the  rate,  to  bring  actual  evidence.  I have  been 
concerned  in  cases  where  that  has  been  done,  where 
evidence  has  been  submitted  as  to  the  life  of  a 
particular  plant,  taking  a number  of  examples. 


8397.  The  final  court  of  appeal  at  present,  in  regard 
to  depreciation,  is  the  General  Commissioners? — That 
is  so. 

8398.  Do  you  think,  on  a question  of  this  kind,  they 
are  really  competent,  as  you  find  them  generally?-  - 
Of  course  there  is  a certain  measure  of  practice  with 
regard  to  rates  of  depreciation.  No  doubt  they  have 
regard  to  that  when  it  comes  before  them.  It  is  said 
to  them  that  it  is  not  usual  to  allow  a higher  rate 
on  this  type  of  plant,  and  unless  you  are  prepared 
with  expert  evidence  to  show  tlxat  that  rate  is  in  fact 
inadequate  by  actually  proving  it,  they  naturally  ad- 
here to  the  usual  rate. 

8399.  The  Commissioners  are  fairly  well  wedded  to 
5 per  cent.,  are  they  not? — Yes,  as  a broad  principle. 

8400.  That  is  their  only  principle? — In  the  White 
Paper  of  1918,  on  allowances  for  depreciation,  there 
are  set  out  a number  of  cases,  and  taking  one  which 
happens  to  catch  my  eye,  I see,  for  instance,  flax 
spinning  and  weaving  in  Ireland  7%  per  cent.,  gas 
undertakings  in  part  at  10  per  cent.,  steel  manufac 
turers’  machinery  15  per  cent.,  and  so  on.  [Nee 
enclosure  B to  App.  No.  7 (i)]. 

8401.  I am  not  speaking  of  the  Inland  Revenue;  I 
am  referring  more  to  the  General  Commissioners? — I 
think  the  General  Commissioners  would  have  regard 
to  these  facts  in  particular  cases. 

8402.  Do  you  approve  of  the  tribunal  to  whom 
questions  of  depreciation  of  trade  are  now  to  be  sub- 
mitted?— That  is  the  special  Board  of  Referees  whose 
names  are  set  out  here.  I should  say  that  is  an 
extremely  competent  body. 

8403.  It  is  not  so  much  the  composition  of  the 
Board  as  the  principle  as  a whole? — I beg  your 
pardon:  I misunderstood  you.  Yes,  I think  that 
would  be  distinctly  helpful. 

8404.  You  are  not  opposed,  as  representing  the  char- 
tered accountants  of  England,  to  the  diminishing 
value  principle? — I have  put  down  in  my  evidence- 
in-chief  that  there  is  a considerable  feeling  that  the 
full  value  should  be  the  basis.  That  is  why  I have 
expressed  this  paragraph  in  the  way  in  which  ] have. 
But  my  own  personal  view  is  that  there  is  not  really 
very  much  objection  to  it,  especially  if  you  have 
regard  to  the  rate  of  depreciation. 

8405.  As  an  accountant,  are  there  a good  many 
serious  practical  difficulties!  which  would  apply  to-day 
in  old  businesses? — Yes,  and  even  if  you  said  you  were 
going  to  write  off  100  per  cent,  over  a fixed  number 
of  years,  you  would  have  first  to  deduct  some  sum  for 
residual  value,  which  would  lead  to  difficulty  in  assess- 
ing what  that  should  be. 

8406.  In  practice  to-day  there  is  no  attempt  to 
arrive  at  the  average  life  of  general  plant  in  a mill  or 
a factory  for  this  purpose? — No.  One  finds  a good 
many  cases  of  clients  who  do  actually  consider  the 
actual  life  of  individual  items  of  plant  right  through 
their  factory. 

8407.  I agree  that  in  their  accounts  they  may,  but 
in  the  Income  Tax  computation,  in  which  the  depre- 
ciation is  put  from  year  to  year,  I think  I am  right 
in  suggesting  that  once  an  item  of  plant  is  in  that 
total,  it  remains  there  practically  for  all  time? — Yes, 
and  the  difficulty,  if  you  go  into  further  detail,  is  to 
analyse  it  all  out,  unless  the  particular  trader— which 
is  unusual,  speaking  broadly — keeps  detailed  valua- 
tions of  his  plant  from  year  to  year. 

8408.  It  runs  on  parallel  lines  with  Income  Tax? — 
Yes. 

8409.  In  paragraph  11,  with  regard  to  Schedule  A, 
the  question  of  repairs,  you  do  not  draw  any  dis- 
tinction between  the  repairs,  say,  of  office  property, 
as  compared  with  dwelling-house  property.  It  has 
been  suggested  that  one-sixth  is  a pretty  ample  allow- 
ance for  office  property  generally.  Do  you  agree  with 
that? — When  you  say  office  property,  you  mean 
property  used  as  offices? 

8410.  Used  as  offices? — I should  think  probably  it 
was. 

8411.  Then  on  point  8 of  paragraph  15,  with  regard 
to  accounts  furnished  to  Surveyors  : may  I ask  if  this 
is  the  result  of  communications  to  Headquarters? — 
Yes. 
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8412.  I rather  gather  that  traders  are  unwilling, 
not  only  to  produce  to  Surveyors  profit  and  loss 
accounts,  but  balance  sheets? — Yes. 

8413.  Is  the  suggestion  here  that  this  should  be 
made  statutory,  or  is  there  an  objection  to  it? — I do 
not  know  that  it  goes  so  far  as  to  say  that  the  Statute 
should  make  it  essential;  I see  a difficulty  there, 
because  there  are  people  who  have  not  got  such 
a thing  as  a balance  sheet. 

8414.  But  if  they  do  exist? — As  a general  principle, 
I think  that  it  is  not  unreasonable  that  the  Surveyor 
should  see  the  balance  sheet.  I think  we  are  agreed 
on  thaA. 


8415.  As  an  accountant,  you  would  agree  that  it  is 
a very  necessary  thing  to  have  the  balance  sheet?— 
Yes.  I had  one  case  of  alleged  fraud  in  which  I had 
the  honour  of  acting  for  the  Inland  Revenue,  where 
the  balance  sheet  had  not  been  before  the  Surveyors. 

8416.  The  accountants  would  not  raise  any  objec- 
tion to  it  being  made  compulsory  for  every  trader  who 
has  a balance  sheet  and  a profit  and  loss  account  to 
produce  them? — I do  not  see  why  the  accountants 
should  object.  The  person  who  might  object  is  the 
trader,  who  might  say:  “ I am  willing  to  say  what 
my  profits  have  been,  but  1 am  not  anxious  to  disclose 
to  anybody  what  my  exact  financial  position  as  a whole 
is.” 

8417.  I have  heard  objections  from  accountants  to 
their  production;  I have  not  thought  them  well- 
founded,  but  they  have  been  made.  This  question  of 
disclosing  your  whole  affairs  raises  the  other  question 
as  to  the  right  of  the  Commissioners  and  their  Clerk 
to  have  access  to  all  that  information  Do  you  ap- 
prove of  that? — In  principle,  yes,  subject  again  to 
reservation  of  the  taxpayer’s  right  to  maintain 
secrecy  as  to  his  general  position. 

8418.  In  practice  do  you  think  the  Commissioners 
look  at  it? — In  practice  it  seems  to  me  a primary 
matter  that  the  Commissioners  should  know  the  whole 
story. 

8419.  My  point  is  this  : From  your  experience,  do 
you  tmnk  they  ever  do  to-day?  Take  the  City  of 
London,  or  any  big  city  in  the  provinces.  You  pro- 
duce a set  of  accounts  to  settle  the  liability  of  your 
client;  I suggest  the  Commissioners  never  look  at 
those  at  all;  they  never  even  look  at  the  assessment, 
particularly? — 1 think  they  do.  Do  you  suggest  then 
that  they  are  so  satisfied  with  the  statement  supplied 
by  an  accountant  that  they  do  not  test  it  ? 

8420  No;  I suggest  that  their  functions  are  so 
formal?— You  mean  the  Commissioners  as  distin- 
guished from  -the  Surveyor.  I beg  your  pardon ; it  is 
my  mistake.  You  suggest  that  the  Commissioners  do 
not  look  at  it.  I think  the  Commissioners  rely  on  the 
Surveyor. 

8421.  To  that  extent,  that  part  of  their  functions 
might  quite  easily  be  abolished?— I agree. 

8422  In  country  districts  it  is  not  altogether 
desn-able  that  the  General  Commissioners  and  their 
Clerk  should  have  the  right  of  access  to  all  the  private 
affairs  of  their  neighbours?— I think  that  is  certainly 
a point  for  very  obvious  reasons ; because,  particularly 
in  country  districts,  they  may  be  looking  at  their  com- 
petitors private  affairs,  and  therefore  of  course  the 
balance  sheet  is,  or  might  be,  a matter  of  considerable 
importance. 

8423.  There  are  city  districts  where  a very  curious 
Commissioner  and  his  Clerk  could  get  a lot  of  informa- 
tionr — Yes. 

8424  Mr.  Bvrley : I want  to  ask  a question  or  two 
about  bonus  shares.  It  seems  to  mo  there  would  bo 
very  great  difficulty  in  getting  at  the  right  man.  You 
would  only  charge  Super-tax.  of  course,  if  bonus 
shares  were  distributed  ?— Yes. 

®4,26'  ? a comPa”y  went  on  accumulating  in  its 
reserve  fund  and  did  not  distribute  bonusSshares 
there  would  be  no  suggestion  of  charging  Super-tax 
on  any  of  the  shareholders  ?— No  1 

nrofif;,'li?6tbSllareho1'3^  "Lould  ha™  just  the  same 
ffis  can;t!l  h ,°0mp“7,"csll“r6s  had  distributed. 
His  capita!  value  would  be  practically  the  same,  and 
his  income  would  be  the  same,  whether  bonus  shares 
weie  distributed  or  whether  they  were  not;  it  merely 


means  that  in  one  case  it'  is  bonus  shares,  and  in  the 
other  case  it  is  reserve  fund? — Until  the  distribution 
takes  place. 

S427.  Would  you  get  at  the  right  man?  Supposing 
a company  makes  a profit,  it  gives  away  part  of  it  in 
dividends,  and  it  puts  part  of  it  into  a reserve  fund 
which  accumulates  in  that  reserve  fund  year  by  year 
until  it  has  become  sufficient  to  make  it  worth  while 
distributing  in  bonus  shares.  Assume  a man  has  held 
shares  in  that  company  ever  since  the  reserve  fund 
began  to  be  built  up,  and  he  sells  out  just  before 
the  distribution  of  the  bonus  shares.  All  that  time 
he  has  got  the  increased  value  of  his  capital;  when 
he  sells  he  sells  with  the  increased  value  of  that 
reserve  fund.  A man  buys  those  shares  and  gets 
bonus  shares,  and  immediately  he  has  to  pay  Super- 
tax on  those  bonus  shares? — Is  not  that  an  element 
in  the  price  which  the  transferee  pays  for  the  shares? 
What  is  done  in  practice  is,  I was  going  to  say  almost 
deliberately  in  some  cases,  to  hold  up  those  profits 
so  as  to  avoid  payment  of  Super-tax. 

842S.  I am  speaking  rather  of  a large  public  com- 
pany. I quite  see  your  point  as  regards  a small 
company,  but  is  it  not  a great  difficulty  in  the  case 
of  a large  company  where  the  shares  are  quoted  and 
dealt  with? — But  supposing  it  was  known  that  it 
was  the  law  that  any  distribution  of  bonus  shares 
would,  so  far  as  in  the  hands  of  the  recipient  it 
properly  would,  render  the  recipient  liable  to  Super- 
tax, then  a purchaser  of  shares  in  a company  would 
have  regard  to  that  fact  in  the  price  he  paid  for 
the  shares. 

8429.  Then  when  those  shares  are  sold  they  are 
worth  more  money  to  a man  with  a small  income 
than  they  are  to  a man  with  a large  income? — Yes 
that  is  so,  in  a sense. 

8430.  Is  it  income  even  to  the  man  who  buys  them ; 
is  there  any  income? — If  I buy  a share  in  any  oom- 
pany  I buy  it  with  all  its  rights,  and  with  all  its 
liabilities,  and  with  all  its  revei-sions,  and  with  all 
its  possibilities. 

8431.  But  after  all  you  charge  Super-tax  on  in- 
come?— Yes. 

8432.  Can  this  be  assumed  to  be  the  income  of  a 
man  who  has  just  bought  those  shares? — But  why, 
because  there  is  a contract  between  the  purchaser  and 
the  seller,  should  the  Revenue  be  deprived  of  the 
tax  on  a distribution  of  what  is  undoubtedly  income? 

8433.  I put  it  to  you  that  the  man  who  has  really 
received  that  income,  in  effect,  if  he  sells  out,  is  the 
man  who  does  not  pay  Super-tax  at  all? — The  case 
generally  arises,  or  very  often  arises,  in  these  large 
companies,  although  there  is  a very  limited  number 
of  shareholders.  That  is  where  it  arises,  to  a sub- 
stantial extent. 

8434.  They  could  get'  out  of  this  liability  simply  by 
keeping  it  in  the  reserve  fund  and  not  distributing 
it?— Yes. 

8435.  Is  there  any  difference  between  reserve  fund 
and  bonus  shares,  in  effect?  It  is  all  accumulated 
profits,  is  it  not? — It  is  accumulated  profits. 

8436.  If  you  call  it  one  thing  you  would  charge  it, 
and  if  you  call  it  another  thing  you  would  not  charge 
it? — No;  surely  there  is  a difference  when  it  is  re- 
leased. There  it  is  locked  up  in  a fund  and  is 
intangible,  except  so  far  as  it  is  represented  by  the 
market  value  of  the  shares. 

8437.  Is  there  much  difference  in  effect? — Yes, 
because  it  is  intangible  in  the  market  value  of  the 
shares;  until  the  man  sells  the  shares  it  is  unrealized. 

8438.  I put  it  to  you  there  is  very  little  difference? 
— Of  course,  there  -is  that  aspect  of  the  case  which 
you  have  put.  It  is  a difficult  case  in  any  event. 

8439.  In  paragraph  6,  on  the  question  of  evasion 
by  foreign  firms,  you  say:  “ Examples  of  evasion  or 
escape  from  taxation  by  foreign  firms  transacting 
business  in  this  country  through  agents  are  not  in- 
frequent. Goods  imported  are  invoiced  at  an  exces- 
sive price  to  shew  no  profit  on  realization  in  this 
country.  It  is  not  easy  to  see  how  this  practice 
can  be  checked.”  Have  you  ever  considered  whether 
it  would  not  be  possible  to  assume  a rate  of  profit 
on  those  goods  in  order  to  charge  the  foreign  manu- 
facturer on  an  assumed  rate  of  profit? — The  Legisla- 
ture has  attempted  to  do  that  nlreadv.  in  a measure, 
in  section  31  of  the  Finance  (No.  2)  Act,  1915. 
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8440.  Can  you  see  any  objection  to  that  being 
carried  out  universally? — It  is  difficult  to  apply. 

8441.  Where  is  the  difficulty? — There  were  one  or 
two  cases  sent  to  us  of  Continental  firms — German 
firms,  in  fact — 

8442.  I have  known  cases  myself? — Cases  where 
they  were  invoicing  practically  at  selling  prices  here. 
Assuming  for  the  moment  that  that  is  deliberately 
done  to  avoid  making  profits  in  this  country,  it  is 
a little  difficult  to  say  what  rate  of  profit  ought  to 
be  assumed. 

8443.  But  suppose  a fixed  rate  of  profit  were 
assumed,  unless  the  trader  could  prove  that  it  was 
less;  then  you  would  do  it  on  turnover? — Yes,  you 
would  have  to  do  it  on  turnover. 

8444.  Do  you  not  think  it  is  practicable  and  fair 
to  do  it  on  turnover? — I have  no  doubt  you  could, 
on  inquiry,  but  it  would  be  an  extensive  and  trouble- 
some inquiry  to  find  out. 

8445.  Taking  a percentage  on  the  turnover? — Yes, 
that  is  the  only  way  you  can  do  it.  You  would 
have  to  inquire  what  was  a reasonable  rate  of  profit 
in  that  particular  trade. 

8446.  Mr.  Walker  Clark : In  paragraph  3,  you  refer 
to  trade  subscriptions.  It  is  rather  a general  phrase. 
You  say:  “ petty  items,  such  as  trade  subscriptions.” 
Some  of  these  trade  subscriptions  are  very  large,  are 
they  not? — Yes. 

8447.  One  hundred  guineas,  or  a thousand? — Yes. 

8448.  Are  those  to  be  non-taxable,  without  any 
regard  either  to  their  size  or  to  the  objects  of  the 
organisation? — I think  you  must  have  some  regard 
to  the  objects  of  the  organisation. 

8449.  Then  this  ought  to  be  a limited  clause?— Yes; 
I said  petty  items. 

8450.  It  is  not  clear  in  the  sentence  whether  you 
consider  the  whole  of  those  items  are  petty,  utterly 
regardless  of  their  magnitude,  or  whether  it  is  petty 
items  which  should  be  deductible? — Personally  I 
should  feel  almost  inclined  to  say  that  any  trade 
subscription  should  be  a charge,  because  in  theory, 
at  least,  it  is  made  with  the  object  of  increasing 
trade  or  business,  and  would  come  back  again  in 

results.  . „ . t . • 

8451  Then  you  would  submit  that  all  trade  sub- 
scriptions should  be  deducted?— I am  indined  to 
think  so  In  the  first  place  they  are  actual  disburse- 
ments out  of  profit,  and  are,  theoretically  at  least, 
made  in  the  hope  of  corresponding  advantage. 

8452.  That  principle  would  be  favoured  by  chartered 
accountants  generally  ?— I feel  right  through  my 
evidence-in-chief  some  difficulty  in  saying  that  1 can 
bind  the  Institute  on  every  observation  which  is 
made  here.  We  have  attempted,  as  far  as  possible, 
by  communication  and  so  forth,  to  get  the  views  oi 
the  Institute  consolidated  into  this  statement. 

8453  But  I am  rather  interested  in  this  specific 
point,  and  that  is  why  1 am  asking  you?— May  I put 
it  so  far  as  to  say  that  in  my  personal  view,  I would 
be  inclined  to  allow  it? 

8454.  Chairman : Yes;  you  specify  now  it  is  your 
personal  view,  and  it  will  be  put  down  in  that  way. 

8455.  Mr.  Walker  Clark : In  respect  of  law  charges, 
I presume  that  those  law  charges  that  you  would 
deduct  would  be  all  law  charges;  law  charges  in 
reference  to  leases,  law  charges  in  reference  to  dis- 
putes?—I would  not  allow  law  charges  incurred,  for 
instance,  in  connection  with  a Bill  in  Parliament 
where  an  Act  resulted. 

8456.  That  is  to  say,  where  it  was  a definite  capital 
charge? — Yes. 

8457.  In  paragraph  4,  you  say:  It  lias  been 

suggested  that  the  Local  Commissioners  should  also 
be  abolished  and  that  all  questions  of  assessment  and 
relief  should  then  be  left  to  Revenue  officials,”  and 
then  further  on  you  refer  to  the  General  Com- 
missioners and  say  their  abolition  would  not  be  uni- 
versally welcomed.  What  is  the  particular  advantage 
of  the  General  Commissioners _ as  against  Local  Com- 
missioners?— General  Commissioners  as  distinct  from 
Special  Commissioners? 

8458.  It  says  Local  Commissioners;  I thought  they 
were  the  same? — That  is  exactly  what  I was  going  to 
say;  for  the  moment  I think  they  are  the  same.  It 
is  badly  expressed. 


8459.  At  one  place  in  paragraph  4 you  are  to  abolish 
them,  and  at  another  place  you  say  their  abolition 
would  not  be  universally  welcomed.  I presume  one  is 
a personal  opinion,  and  the  other  is  not? — What  I 
mean  by  that  is  this.  From  the  accountants’  point 
of  view,  pure  and  simple,  their  view  would  rather  be 
that  the  Local  Commissioners  or  the  General  Com- 
missioners should  be  done  away  with,  because  so  many 
accountants  prefer  to  go  to  the  Special  Commissioners. 

8460.  They  have  that  option? — They  have  that 
option. 

8461.  There  is  no  necessity  for  them  to  go  the 
General  Commissioners? — I quite  agree;  but  in  ex- 
pressing that  view,  we  thought  we  ought  to  say  what 
was  conveyed  to  us ; that  the  trader  in  many  instances 
takes  the  opposite  view,  and  would  prefer  to  go  to  the 
Local  or  General  Commissioners. 

8462.  Is  it  not  a fact  that  the  preference  of 
the  trader  should  have  considerable  weight? — Un- 
doubtedly. 

8463.  Then  in  paragraph  5,  you  refer  to  the  three 
years’  average.  You  suggest  that  losses  should  be 
carried  forward.  How  long  do  you  propose  to  carry 
them  forward — for  an  interminable  period  or  a fixed 
period? — I should  follow  the  practice  with  regard  to 
unexpired  depreciation. 

8464.  Then  they  might  go  on  for  ever? — Yes;  they 
would  be  set  off  against  profits.  I need  not  elaborate 
it,  but  perhaps  I might  say  that  +he  principle  involved 
there  is  that  the  taxpayer  should  ultimately  pay  only 
on  such  profits  as  remain  to  him. 

8465.  At  present,  on  the  average  system,  they  can 
only  go  on  for  three  years? — Yes,  that  is  so. 

8466.  But  you  would  abolish  that  principle,  and 
allow  them  to  go  on  indefinitely? — Yes. 

8467.  1 notice  that  in  your  judgment  actual  frauds 
are  few? — Yes. 

8468.  Then  in  paragraph  6,  you  mention  the  taxa- 
tion of  foreign  firms  transacting  business  in  this 
country.  There  are  other  methods  which  foreign 
firms  adopt  in  addition  to  this  one,  of  course? — I 
dare  say. 

8469.  Selling  companies,  and  so  on? — Yes. 

8470.  And  you  would  have  all  these  brought  into  the 
net,  if  possible? — Yes 

8471.  You  say  : “ it  is  not  easy  to  see  how  this  prac- 
tice can  be  checked  ” ; but  still  you  would  like  them 
to  be  taxed? — I should  certainly  like  the  foreigner, 
Avho  was  making  a profit  here,  to  pay  his  share  of  tax. 

8472.  Then  in  paragraph  7 you  speak  of  deprecia- 
tion of  plant.  Is  it  not  a fact  that  plant  is  often  sold 
and  not  replaced,  and  it  is  very  difficult  to  get  any 
allowance  made  for  the  obsolescent  plant? — Yes,  that 
is  so ; and  also  there  is  the  other  case,  of  plant  which 
is  deliberately  allowed  to  remain  out  of  use,  and  prob- 
ably may  never  be  used  again ; you  can  get  no  allow- 
ance until  it  is  replaced. 

8473.  Should  not  that  be  remedied  in  both  cases; 
should  there  not  be  a fair  method  of  dealing  with 
plant,  that  is  to  say,  some  allowance  made  for  plant 
which  is  not  in  use  ? — Yes,  I think  there  should.  From 
the  point  of  view  of  commercial  prudence,  if  that  plant 
really  is  definitely  out  of  use,  it  has  gone  and  is  of  no 
value  to  the  trader. 

8474.  Is  not  that  a specific  point  on  which  the  judg- 
ment of  the  General  Commissioners  is  of  great  help 
and  assistance,  both  to  the  Surveyor  and  to  the  tax- 
payer?— Having  regard  to  local  knowledge,  you 
mean.  It  might  be. 

8475.  Have  you  had  much  experience  of  plant  used 
during  the  war? — A certain  amount. 

8476.  A change  over  from  one  class  of  trade  to 
another  ? — Yes. 

8477.  Do  you  know  those  points  have  been  settled 
between  the  Inland  Revenue  and  the  taxpayer  by  the 
General  Commissioners,  as  a rule,  fairly  and  justly  ? — 
Yes,  so  far  as  my  experience  goes,  they  have.  Of 
course  there  are  special  means  of  dealing  with  those 
war  cases 

8478.  If  they  were  controlled  firms? — Yes,  under  the 
Munitions  Act,  1915. 

8479.  Only  if  they  are  controlled  firms? — The  In- 
land Revenue  authorities  have  carried  the  practice 
under  the  Munitions  Act  into  their  administration 
under  the  present  Act. 
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84S0.  I am  really  appealing  for  the  General  Com- 
missioners. In  paragraph  7,  sub-paragraph  (6),  you 
say:  “Fixtures  and  fittings.  Allowance  is  now 

granted  to  traders,  but  not  to  professional  men.” 
You  are  quite  aware  that  what  traders  consider  an 
adequate  allowance  is  not  made  to  them? — Yes;  it  is 
generally  allowed  about  5 per  cent. 

8481.  Four  per  cent.,  is  it  not? — No;  5 per  cent. 

8482.  You  suggest  these  matters  in  some  way  should 
be  more  or  less  standaidized  in  respect  of  an  industry. 
You  give  us  no  case  as  a case  in  point.  Is  there  not  a 
great  difficulty  that  when  standardization  was  fixed, 
there  might  be  a vel-y  material  change  come  over  the 
industry?  Take,  for  example,  the  application  of  elec- 
tricity as  a driving  power  instead  of  steam.  The 
whole  thing  is  remodelled.  Should  there  not  be  some 
margin  left  there  for  appeal  to  the  General  Commis- 
sioners or  the  Special  Commissioners? — But  although 
the  rate  has  been  fixed  for  the  industry,  I see  no 
reason  why,  under  special  circumstances,  the  question 
should  not  be  reopened  and  re-discussed.  You  do  not 
fix  those  rates  for  all  time,  regardless  of  all  changes 

8483.  In  paragraph  8 you  say  that  the  practice 
adopted  of  paying  wages  ito  workmen  “ free  of  tax  ” 
is,  in  your  opinion,  wrong  in  principle;  and  you  sug- 
gest that  Income  Tax  payable  by  weekly  wage-earners 
could  be  deducted  from  wages  and  collected  by  means 
of  stamps.  Have  you  consulted  any  employers  with 
regard  to  that? — Yes,  I have  consulted  one  of  the  big 
railway  companies.  They  told  me  they  saw  no  diffi- 
culty in  doing  that,  any  more  than  they  did  with 
regard  to  National  Insurance,  subject  to  this,  that  in 
their  view  it  would  be  best  for  the  tax  to  be  deducted 
on  the  actual  wage  paid ; that  is  to  say,  where  the  wage 
disclosed  a liability,  you  would  deduct  the  tax  by 
affixing  the  stamps  to  the  cards,  and  leave  the  work- 
man the  right  to  a refund  on  production  of  his  card. 
So  that  if  he  went  out  of  employment  during  the 
course  of  the  year,  or  if  he  was  entitled  to  special 
abatements  or  allowances,  it  could  be  adjusted  after- 
wards. That  was  their  view,  and  that  was  dealing 
with  a big  body  of  men. 

8484.  You  are  not  agreed  with  the  representatives 
of  the  Associated  Chambers  of  Commerce,  who 
thoroughly  oppose  this  view? — I fancy  they  opposed 
it  on  the  ground  that  they  do  not  want  the  employer 
to  be  the  assessor. 

8485.  They  do  not  want  the  employer  to  be  made 
the  collector,  they  said? — Well,  are  not  the  two 
things  involved?  It  seems  to  me,  even  there,  that 
there  is  an  answer,  because  to-day,  where  an  em- 
ployer pays,  as  has  become  very  common,  the  Income 
Tax  of  his  clerks  or  his  servants,  he  always  goes  into 
the  question  to  see  that  he  pays  as  little  as  need  be, 
having  regard  to  the  allowances  due  to  the  particular 
employee. 

8486.  Then  there  are  just  one  or  two  points  in 
paragraph  15.  You  mention  the  stock  certificates. 
I take  it  that  one  of  the  reasons  why  accountants 
favour  stock  certificates  is  that  a certificate  signed 
by  the  taxpayer  does  in  effect  absolve  the  accountant 
from  any  liability  to  inaccuracy  for  the  stock  sheet? 
— It  assists  in  an  audit,  undoubtedly.  To-day,  as 
one  of  your  colleagues,  Mr.  McLintock,  pointed  out, 
in  conducting  an  audit,  you  ask  for  a certificate  as  to 
the  stock,  and  the  certificate  is  given  in  this  form. 
What  is  proposed  might  be  regarded  as  a more  solemn 
form ; it  would  be  of  assistance  to  an  auditor. 

8487.  Is  not  the  present  certificate  between  the 
holder  of  the  stock  and  the  auditor? — Certainly. 

8488.  But  this  is  a statutory  certificate? — That  is 
why  I used  the  phrase  “ a more  solemn  form.”  Of 
course  a certificate  given  to-day  is  as  between  the 
auditor  and  the  owner,  but  in  many  cases  it  is  for 
the  protection  of  the  shareholder,  where  it  is  the 
audit  of  a limited  company. 

8489.  Mr.  Marks : Two  things  have  been  suggested 
to  me  by  the  remarks  you  have  made.  First  of  all, 
may  I ask  you  directly  whether  you  would  advocate 
that  the  interest  on  foreign  capital  invested  here 
should  be  free  from  tax  ? Has  the  point  oome  before 
your  Institute?  If  not,  I will  ask  vour  personal 
opinion? — I do  not  know  that  I should  like  to  bind 


the  Institute  on  that.  My  personal  view  would  be  that 
we  should  encourage  foreign  capital  to  come  here  as 
far  as  possible,  but  I think  it  should  be  subject  to 
reciprocity. 

8490.  Then  the  other  point  is  this.  You  mentioned, 
when  you  were  discussing  the  period  of  transition 
from  tne  three  years’  average  system  to  the  preceding 
year  system,  two  years,  the  calendar  year  and  the 
fiscal  year.  Have  you  considered  at  all  whether  it 
would  be  advantageous  to  make  the  fiscal  year  coin- 
cide with  the  calendar  year  as  a practical  matter, 
both  for  the  taxpayer  and  the  Inland  Revenue? — No 
doubt  it  could  be  done.  It  would  have  to  be  done, 

I take  it,  by  saying  that  in  one  year  three-quarters 
only  of  the  Income  Tax  would  be  payable  up  to,  we 
will  say  for  argument’s  sake,  31st  December,  and  then 
another  twelve  months  thereafter.  I think  that  the 
alteration  from  three  years’  average  to  one  year  would 
assist  in  dispersing  a certain  amount  of  difficulty 
which  arises  with  non-technical  people;  because  if 
it  is  once  known  that  the  Income  Tax  was  payable 
on  the  income  of  the  last  known  preceding  year  a 
good  deal  of  the  confusion  with  regard  to  the  5th 
April  so  far  as  it  exists  in  the  minds  of  people, 
might  disappear. 

8491.  There  is  one  other  point  on  which  I would 
like  your  personal  opinion,  because  I see  it  has  not 
been  mentioned  here.  YTou  are,  I know,  the  auditor 
x>f  at  least  one  important  Life  Assurance  office? — 
Yes. 

8492.  Has  your  attention  been  specially  directed 
to  the  basis  on  which  Life  Assurance  offices  are  taxed, 
and,  if  so,  have  you  formed  any  view  as  to  that 
basis? — It  is  a very  technical  question,  and  I believe 
the  Institute  of  Actuaries,  or  some  association  on 
behalf  of  the  life  offices,  are  to  submit  evidence.  They 
will  be  more  fully  advised  than  I am.  But,  speaking 
quite  broadly,  from  my  own  point  of  view,  I do 
not  think  there  is  any  very  grave  injustice  in  the 
present  system,  for  this  reason,  that  you  have  an 
aggregation  of  persons  who  have  agreed  to  pool  cer- 
tain annual  payments  for  their  mutual  protection 
and  advantage,  and  those  persons  joined  together  in 
a mutual  office,  are  in  fact  receiving  as  a body  the 
interest  on  investments,  which  is  taxed,  and  there 
is  an  allowance,  as  you  know,  to-day,  for  expenses  of 
management.  Now  the  injustice,  if  there  is  any, 
lies  in  the  fact  that  that  is  taxed  at  the  full  rate, 
whereas  a great  number  of  those  persons  may  be  liable 
only  at  a less  rate.  On  the  other  hand,  those  persons 
are  allowed  exemption  from  Income  Tax  on  their 
premiums  in  assessing  their  general  income,  and 
having  regard  to  all  those  facts,  without  going  into 
certain  other  details  which  may  come  out  from  persons 
who  know  more  precisely  how  the  assessment  is 
arrived  at,  I am  inclined  to  think  that  the  present 
system  is  not  unfair. 

8493.  I will  not  go  further  into  the  matter  from  the 
standpoint  of  expert  knowledge;  I am  quite  satisfied 
from  your  answer  ithat  that  is  your  personal  opinion? 
— I do  not  want  to  be  too  dogmatic,  because  there  are 
other  questions ; the  taxation  of  the  annuity  fund  also 
arises.  Perhaps  I had  better  leave  that  to  persons  who 
are  more  familiar  with  it.  On  the  general  principle, 
I would  go  so  far  as  to  say  that  on  the  whole  it  is  a 
difficult  question,  but  in  my  judgment  the  present 
system  is  not  unfair. 

8494.  Mr.  May:  I would  like  to  he  clear  as  to 
the  advantages  that  you  think  are  to  be  obtained 
by  taxing  workmen’s  wages  by  means  of  stamps? — 
I think  there  are  two,  in  the  main.  One  is  that  it 
is  an  assistance  to  the  workman  to  have  his  tax  pro- 
vided for  him,  in  a sense,  rather  than  to  have  to 
meet  a lump  sum  payment  at  the  end  of  the  period. 
The  other  advantage  is  from  the  Revenue  point  of 
view.  We  have  all  seer,  in  the  papers  cases  brought 
up  by  the  hundred  where  proceedings  have  been  taken 
against  workmen  for  a tax  for  which  they  were  un- 
doubtedly liable,  and  where  all  that  trouble  and 
expense  has  been  involved  in  endeavouring  to  collect 
a sum  of  money  inconsiderable  relatively  to  the 
earnings  of  the  men. 

8495.  Then  part  of  the  advantage  that  you  see  is 
that  you  are  leaving  him  no  choice  as  to  the  making 
of  a return,  but  you  take  it  from  him? — Yes,  subject 
to  this.  It  would  not  be  substantially,  week  by  week, 
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any  more  than  his  payment  into  a benefit  society 
or  a sick  society  every  week,  and  he  would  have  the 
right  to  repayment  on  production  of  his  card. 

8496.  Would  you  regard  it  rather  as  a safeguard 
against  any  attempt  on  his  part  to  avoid  payment 
of  it? — Yes,  I think  that  is  one  element  in  the  con- 
sideration of  it. 

8497.  Have  you  looked  at  it  from  the  point  of  view 
of  the  complication  that  it  would  involve  in  the 
account-keeping  of  the  employer?  For  example,  you 
cite  the  National  Health  Insurance,  which  is  a flat 
rate.  As  you  know  quite  well,  the  Income  Tax  is 
anything  hut  a flat  rate? — Yes;  but  still,  supposing 
a man  has  got  x shillings,  or  x pounds  a week — 

8498.  But  no  ordinary  working  man  does  get  any 
fixed  sum  like  that.  His  wages  vary  from  week  bo 
week,  and  they  very  seldom  come  to  an  even  number  of 
pounds? — It  would  be  quite  simple  on  a table;  say 
that  the  man’s  wages  are  so  much,  that  involves  lia- 
bility to  Income  Tax  of  so  much.  You  calculate  what 
his  total  income  at  that  rate  would  be,  which  would 
involve  a deduction  of  3d.,  4d.,  or  5d.,  or  whatever  it 
may  be,  per  week. 

8499.  And  you  think  that  that  is  practicable,  in 
spite  of  the  fact  that  he  may  not  at  the  end  of  the 
year  be  liable  to  Income  Tax  at  all? — If  he  went  out 
of  employment  he  could  go  and  ask  for  repayment 
simply  on  the  production  of  the  card. 

8500.  Is  it  your  experience  that  repayments  are  ob- 
tained with  such  facility  as  that  at  the  present  time? 
— The  ordinary  repayment  at  the  present  day  involves 
the  production  of  a mass  of  evidence,  for  instance,  tops 
of  dividend  warrants,  figures  of  income  from  varying 
sources,  and  so  forth,  and  certificates  in  support. 
Here,  if  you  have  got  the  card,  you  have  got  one 
single  document  which  shows  at  a glance  what  the 
man  paid. 

8501.  It  shows  what  he  paid  in  respect  of  his  wages, 
but  have  you  not  left  out  of  account  the  fact  that  you 
are  still  leaving  him  liable  to  make  the  ordinary 
return  ? — You  mean  with  regard  to  his  abatements  for 
wife  and  children,  and  so  forth. 

8502.  And  also,  on  the  other  hand,  for  any  other 
income  he  may  have? — He  has  got  to-day  to  make  a 
return  for  that.  To-day  the  employer  returns  the 
name  of  the  man  who  is  liable,  and  the  Surveyor 
must  take  that  case  up  and  get  from  that  man  parti- 
culars of  his  abatements,  and  so  forth. 

8503.  And  you  suggest  that  that  is  something  which 
is  practicable,  from  the  point  of  view  of  the  workman 
as  well  as  of  the  employer  ?— I should  have  thought  it 
would  rather  have  simplified  it  for  the  workman.  To- 
day the  workman  gets  a notice  that,  according  to  the 
return  made  by  his  employer,  he  is  liable  for  Income 
Tax.  He  has  then  to  go  into  the  question,  or  some- 
body has  to  go  into  the  question,  as  to  what  his 
liability  is,  having  regard  to  his  wife,  his  children, 
and  possibly  his  insurance.  It  has  to  be  gone  into, 
in  any  event. 

8504.  Do  you  not  think  it  would  be  a double  irrita- 
tion to  the  average  working  man,  who  has  little  taste 
for  or  knowledge  of  these  things,  that  he  should  first 
have  it  deducted  regularly  from  his  wages,  and,  if  ho 
is  out  of  work,  be  required  to  reclaim  back  specially, 
and  still  make  a separate  return  in  order  to  secure  the 
necessary  abatements  and  make  a separate  re- 
claim with  regard  to  them? — It  sounds  formidable. 

8505.  But  is  it  not  really  so,  in  fact,  for  the  average 
working  man  ? — I do  not  know  that  it  is  more 
formidable  than  the  inquiry  which  has  to  be  gone 
through  at  the  present  moment.  The  only  difference 
is  that  in  one  case  you  settle  the  sum  which  he  has 
to  pay ; and  in  the  other  case  you  settle  the  sum  which 
he  has  to  pay,  and  there  is  evidence  of  what  has  been 
paid.  He  may  have  either  underpaid  or  overpaid. 
It  may  cut  both  ways.  There  are  numbers  of  working 
men  in  various  parts  of  the  country  who  have  house 
property,  own  their  own  cottage,  and  sometimes  own 
two  or  three  cottages,  all  of  which  must  enter  into 
their  Income  Tax  return. 

8506.  Does  not  that  complicate,  rather  than 
simplify,  the  case  of  the  working  man? — I should  not 
have  thought  so. 


8507.  Really,  that  is  inexplicable  to  me — with  the 
multiplication  of  returns  by  people  who  at  present  are 
striking  against  them,  and  refuse  to  make  them  up  in 
some  cases,  or  at  least  are  refusing  to  work  because 
they  will  not  make  them  up  ? — I am  assuming  thait  in 
any  event,  whether  the  present  system  is  continued  or 
whether  you  alter  it,  the  Income  Tax  payer  will  per- 
form his  proper  duties  according  to  the  law. 

8508.  But  we  are  face  to  face  with  human  nature 
and  its  objections? — Yes,  but  if  you  put  the  objection 
so  high  that  the  present  liability  to  pay  tax  by  the 
working  man  is  to  be  a ground  for  saying  that  there- 
fore he  should  be  exempt  either  from  making  up  his 
form  or  payment  of  the  tax,  then  you  put  the  dis- 
cussion on  a different  basis  altogether. 

8509.  In  another  part  of  your  evidence  you  say 
directors  and  others  should  not  have  the  tax  stopped 
from  their  fees,  but  they  should  have  the  opportunity 
of  making  one  return.  Why  do  you  want  to  com- 
plicate it  for  the  working  man,  and  make  it  simpler 
for  the  people  who  are  in  receipt  of  these  fees? — 
Forgive  me;  I think,  with  great  respect,  you  are  con- 
fusing two  issues,  if  I may  say  so.  I say,  in  regard  to 
directors’  fees,  as  has  been  pointed  out  to  the  Com- 
mission already,  and  as  has  been  found  by  the  Com- 
pany Law  Amendment  Committee,  it  is  desirable  that 
these  should  not  be  paid  “ free  of  tax.”  That  is  a 
separate  matter  altogether.  Now  it  was  put  to  me  by 
another  member  that  it  was  suggested,  in  this  paper 
that  one  return  should  be  made  by  taxpayers  who  are 
liable  in  various  districts  or  in  respect  of  different 
properties. 

8510.  It  is  not  merely  fees;  you  say  salaries  to 
officials  and  wages  to  workmen? — Yes,  the  case  is  the 
other  way  on.  1 am  suggesting  that  the  individual 
relief  which  some  of  those  persons  get  is  not  desirable. 
That  is  rather  on  the  same  lines,  that  in  my  view 
every  taxpayer  should  pay  his  Income  Tax  out  of  his 
own  pocket,  and  should  be  made  to  feel  the  increase 
in  burden  arising  at  the  present  time. 

8511.  I see  your  point;  I am  afraid  it  is  my  mis- 
understanding. 1 understood  the  point  to  be  an 
objection  to  the  method  of  taxation? — Noj  my  sug- 
gestion is  rather  the  other  way. 

8512.  You  have  cited  a large  railway  company  as 
being  willing  to  apply  that? — When  I Say  a railway 
company — I consulted  with  the  chief  accountant  of 
the  railway  company.  I do  not  want  to  bind  any 
railway  company. 

8513.  Are  you  aware  that  the  employees  of  one  of 
the  largest  railway  companies  in  the  country  have 
decided  not  to  pay  any  more  Income  Tax,  much  less 
to  have  it  deducted  from  their  wages,  until  the 
amount  on  which  tax  is  payable  is  raised  to  £200  per 
annum,  and,  in  the  event  of  prosecutions  taking 
place,  the  men  have  decided  to  stand  by  one  another. 
That  is  in  the  paper  this  morning  ? — That  is  a political 
aspect  of  the  case. 

8514.  It  is  financial  to  the  men? — It  is  financial 
to  the  men,  undoubtedly,  but  there  they  are  pro- 
testing against  the  principle  of  paying  Income  Tax 
at  all,  which,  if  I may  venture  to  suggest,  is  different 
to  the  question  that  I am  discussing  here,  as  to 
whether,  assuming  the  Legislature  say  they  are  to  pay 
tax,  this  is  a convenient  and  proper  method  of  collect- 
ing it. 

8515.  I am  not  to  be  understood  to  be  defending 
them  from  their  liability  to  pay  tax,  but  I am  trying 
to  defend  them  from  unnecessary  complications  in 
the  collection? — Undoubtedly  you  are,  and  if  my 
suggestion  is  not  of  value,  this  Commission,  of  course, 
will  not  adopt  it. 

8516.  It  has  been  pointed  out  that  a majority 
of  employers  in  the  country  strongly  object  to  become 
tax-collectors? — I venture  to  suggest  that  their  ob- 
jections may  be  grounded  on  the  fact  that  they  are 
afraid  that  it  may  raise  difficulties  with  their  men. 

8517.  In  reply  to  Mr.  McLintock  you  said  that  the 
balance  sheet  should  be  produced  to  the  Surveyor 
wherever  it  existed.  Would  you  go  further  and  say 
that  the  keeping  of  accounts  and  the  consequent  pre- 
paration of  a balance  sheet  should  be  a statutory 
obligation  on  all  traders? — As  a matter  of  principle 
I would  like  to  say  yes,  but  I should  not  like  to  be 
taken  to  be  advocating  a course  which  might  be 
directly  advantageous  to  my  profession ; it  would 
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sound  too  much  like  special  pleading,  I am  afraid ; 
but  in  principle,  yes,  of  course,  every  trader  ought 
to  keep  accounts.  But  whether  it  would  be  right 
to  say  that  there  should  be  a statutory  obligation 
on  every  trader  to  have  a balance  sheet  is  a rather 
serious  question. 

851S.  You  are  prepared  for  a statutory  obligation 
on  employers  to  oollect  Income  Tax  fom  the  workman’s 
wages  in  the  interest  of  the  Revenue.  All  I ask  you 
is,  are  you  not  in  favour  of  a statutory  obligation 
upon  every  trader  to  keep  proper  accounts,  in  the 
interest  of  the  Revenue,  in  order  that  the  tax  may 
be  paid  voluntarily,  not  stopped  from  them? — I think 
in  the  interests  of  the  Revenue  it  would  be  un- 
doubtedly desirable  that  there  should  be  a statutory 
obligation. 

8519.  Would  you  extend  that  to  farmers  and  farm- 
ing operations?  I see  you  do  not  mention  Schedule 
B.  in  your  proposed  amendments? — Farmers/  have  the 
alternative  method  of  procedure  to-day,  and  there- 
fore I do  not  think  so  far  as  the  farmer  is  concerned 
you  need  make  it  a statutory  obligation  to  keep 
accounts. 

8520.  Would  it  not  be  desirable  that  the  alterna- 
tive should  be  taken  away  and  that  the  farmer 
should  pay  under  Schedule  D with  the  statutory 
obligation  to  keep  accounts? — I think  you  might  have 
a difficulty  in  making  the  farmer,  who,  in  a sense, 
is  not  a trader  at  all,  and  he  may  have  no  staff 
beyond  his  own  hands,  keep  accounts  and  so  forth. 

I think  you  might  create  a hardship  if  you  said  that 
every  farmer  should  keep  accounts  so  as  to  be  able 
to  produce  a balance  sheet  and  profit  and  loss  account. 

8521.  Do  you  think  it  would  be  a difficulty  com- 
parable with  that  of  the  railway  men  who  say  they  will 
strike  rather  than  pay? — I should  not  like  to  com- 
pare the  two. 

8522.  You  say  in  point  2 in  paragraph  15  that  the 
departmental  instructions  issued  to  Surveyors  should 
be  available  to  practising  accountants.  What  do  you 
mean  by  that? — There  are  alterations  in  the  Acts 
of  Parliament  and  in  the  rules  from  time  to  time. 
The  authorities  at  Headquarters  issue  to  their 
Surveyors  special  instructions  as  to  how  those  are 
to  be  interpreted  and  the  methods  to  be  employed 
in  carrying  them  out.  There  is  a feeling  among 
accountants — I am  asked  to  express  this — that  those 
instructions  might  be  available  to  practising  account- 
ants. They  would  be  helpful  in  order  that  they  might 
see  what  was  the  interpretation  in  the  minds  of  the 
Commissioners  to  be  placed  on  the  Parliamentary 
enactments. 

8523.  Have  you  seen  the  Departmental  instructions 
issued  to  Surveyors? — No. 

8524.  I take  it  that  what  you  propose  here  is  merely 
those  instructions  which  are  interpretations  of  the 
law  and  their  application  to  general  or  particular 
cases? — That  is  so. 

8525.  And  not  what  is  probably  also  issued  by  the 
Board  of  Inland  Revenue,  confidential  instructions 
to  Surveyors,  issued  as  the  result  of  the  experience 
of  the  Department? — I do  not  think  the  accountants 
would  be  entitled  to  see  a confidential  document  at 
all. 

8526.  But  are  not  the  Departmental  instructions 
generally  confidential? — At  present  they  are. 

8527.  Is  it  that  you  propose  that  a more  explicit 
summary  of  the  provisions  of  the  law  as  applied  to 
special  and  particular  cases  should  be  published  for 
the  use  of  the  public  or  only  to  practising  account- 
ants?— Here  I am  only  dealing  with  the  question  from 
the  point  of  view  of  practising  accountants.  I think 
it  would  be  helpful,  where  there  are  alterations  or 
amendments,  that  instructions  of  this  character  should 
be  available;  because  the  accountants  would  know 
what  line  the  Inland  Revenue  were  taking  with 
regard  to  certain  matters. 

8528.  Mr.  Marks : Like  the  Treasury  Minutes  of 
the  United  States? — I have  never  seen  those. 

8529.  Mr.  May:  It  seems  to  me  rather  a suggestion 
that  the  confidential  instructions  of  the  Department 
should  be  made  available  to  practising  accountants ; 
and  T want  to  get  clearly  whether  that  is  in  your 
mind,  or  whether  it  is  merely  a simplified  manual  of 
the  law  on  the  various  difficulties  which  might  arise, 


that  might  and  ought  to  be,  if  necessary,  equally 
available  to  the  public  as  to  practising  accountants? 
— The  most  important  instance  of  this  that  there  has 
been  was  when  the  Excess  Profits  Duty  was  instituted. 
There  was  practically  a brand  new  tax  on  brand  new 
lines,  with  very  special  features  and  so  forth.  It 
was  very  difficult  to  know  at  first  what  was  intended 
by  that  Act  and  how  it  was  to  be  worked  out  in 
practice.  The  Inland  Revenue  naturally  issued  to 
their  own  officers  instructions  as  to  how  the  Act  was 
to  be  interpreted  in  certain  particulars.  It  would 
certainly  have  been  an  advantage  in  that  case  if  the 
accountants,  who  had  to  prepare  the  returns  in,  I 
was  going  to  say,  nearly  every  case,  in  the  first 
instance  had  known  what  was  the  general  view  of 
the  Inland  Revenue  as  to  the  form  which  the  return 
should  take. 

8530.  Now  on  Point  7 in  paragraph  15,  you  say 
that  the  general  view  is  that  Co-operative  Societies 
should  be  subject  to  taxation.  What  do  you  mean 
by  that? — There  is  a general  view  that  these  societies 
are  carrying  on  trade,  and  that  they  ought  to  be 
subject  to  Income  Tax  on  their  profits  just  like  any 
other  trader.  Of  course  I am  quite  aware  that  there 
is  an  answer  to  that.  But  cases  do  arise,  and  I came 
across  a case  quite  recently  in  a provincial  town 
where  a man  was  carrying  on  a milk  business  and 
making  a profit  of,  say,  £1,000  a year.  The  business 
was  bought  up  by  the  Co-operative  Society  and 
carried  on  on  precisely  the  same  lines ; the  public 
can  call  in  and  buy  in  that  shop,  whether  members 
of  the  society  or  not,  and  the  society  pays  no  tax. 
The  individual,  when  he  carried  on  the  business,  did 
pay  tax.  That  seems  to  me  wrong  in  principle.  But 
the  answer  to  it,  of  course,  is  that  the  profits  of  the 
Co-operative  Society  when  distributed  as  dividends 
among  the  shareholders  in  a great  number  of  cases 
are  distributed  to  persons  who  are  not  liable  to  tax 
or  who  are  liable  to  such  a very  small  sum  in  tax 
that  practically  the  society  as  a group  of  persons  is 
exempt. 

8531.  Is  that  the  only  answer? — That  is  the  main 
answer  as  to  why  they  should  not  pay  tax.  Otherwise 
they  are  a trading  undertaking,  and  in  my  judgment 
should  be  taxed  like  any  other  trading  undertaking 
Besides  they  have  got  the  remedy  in  their  own  hands. 
If  they  object  to  paying  tax  they  should  reduce  their 
prices  so  that  they  make  no  profits. 

8532.  We  are  not  entering  into  a debate  on  the  sub- 
ject of  Co-operative  Societies.  I want  to  get  at  the 
meaning  of  your  paragraph? — Quite. 

8533.  You  said  that  in  the  case  you  instanced  the 
society  bought  a business  and  carried  it  on  on  exactly 
the  same  lines  as  before.  Are  you  sure  of  that? — So  I 
am  told. 

8534.  So  you  are  told? — Yes.  I was  told  locally. 

8535.  But  you  are  giving  evidence  for  a scientific 
organisation,  and  “So  I am  told  ” is  hardly  good 
enough? — I can  only  tell  you  that  that  was  an  in- 
stance actually  quoted  to  me,  and  the  name  of  the 
business  was  given  to  me. 

8536.  Do  you  think  that  is  sufficient  ground  for  you 
to  make  a statement  ? — I used  that  as  an  example  of  a 
case. 

8537.  Do  you  think  any  number  of  instances  like 
that,  based  on  such  evidence  as  you  have  given,  would 
be  sufficient  ground  for  making  the  suggestion  that  an 
alteration  in  the  law  should  take  place  with  regard  to 
them? — No;  but  what  I do  understand  is  this,  and  it 
is  referred  to  in  the  Report  of  the  Departmental  Com- 
mittee of  1905,  that  the  Co-operative  Societies  do  in 
their  business  transact  business  with  non-members  to 
a very  considerable  extent. 

8538.  You  are  introducing  the  question  of  non- 
members for  the  first  time.  You  said  that  this  society 
bought  a business  and  carried  it  on  exactly  the  same 
as  before.  That  is  why  I asked  you  if  you  were  sure, 
because  it  is  the  practice  of  the  society  to  serve  its 
members,  and  if  it  used  the  premises  it  used  them,  1 
presume,  to  serve  its  members,  and  not  to  carry  on  the 
same  business  as  was  carried  on  there  before? — I 
thought  you  rather  objected  to  my  quoting  that 
specific  case. 
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8539.  Not  at  all  if  the  facts  are  right  P — Seeing  that 
it  was  based  on  second-hand  evidence,  and  therefore 
was  hardly  a fair  case  to  quote.  My  answer  to  that  is 
that  here  is  official  evidence  of  the  fact  that  Co-opera- 
tive Societies  do  carry  on  business  with  non-members, 
and  therefore  to  that  extent  ought  to  be  regarded  on 
the  same  basis  as  ordinary  traders. 

8540.  To  what  extent  do  they  carry  on  trade  with 
non-members?  You  are  quoting  an  official  Report? — 
Paragraph  137  of  this  document  is : “A  Society  may, 
however,  of  course,  make  profit  on  dealings  with  non- 
members.  This  profit,  in  the  case  of  most  ordinary 
Societies,  is  very  small  in  amount.”  But  there  was 
eridence  produced  to  that  Committee  that  it  is  the 
practice  of  Co-operative  Societies  to  some  extent  at 
least  to  cariy  on  business  with  non-members. 

8541.  Is  it  only  with  regard  to  their  non-members’ 
trade  that  you  suggest  they  are  liable  to  tax? — I say 
that  of  course  there  is  a differentiation  between  the 
two. 

8542.  But  is  jour  proposal  here  that  they  should  he 
taxed  upon  their  non-members’  trade? — My  view 
would  be  that  there  would  be  no  hardship  in  asking 
the  Co-operative  Societies  to  pay  tax,  because  they  are 
traders  in  effect  and  because  the  remedy  is  in  their 
own  hands;  if  they  object  to  it,  let  them  reduce  their 
prices  and  make  no  profit ; then  clearly  they  would  not 
be  liable. 

8543.  Just  let  us  leave  that  point  for  a moment 

before  we  get  too  far  away  from  this  Report.  Are  you 
aware  that  the  Report  which  you  have  just  quoted 
says  that  there  is  no  justification  for  taxing  Co-opera- 
tive Societies,  and  that  to  attempt  to  collect  the  tax 
upon  that  proportion  of  non-members’  trade  would  be 
actually  disadvantageous  to  the  Revenue  ? — What  they 
point  out  is  this 

8544.  Excuse  me : Are  you  aware  that  that  state- 
ment is  in  the  document? — Not  quite,  if  you  will 
forgive  my  saying  so,  in  the  language  in  which  you 
have  put  it.  What  they  say  is  what  I endeavoured 
to  put,  namely,  that  so  far  as  their  profit  is  dis- 
tributed to  members,  a great  number  of  those  mem- 
bers would  escape  actual  taxation  because  of  the  size 
of  their  incomes. 

8545.  The  Report  says:  “ We  do  not  think,  there- 
fore, that  any  case  for  alteration  of  the  Income  Tax 
law  was  made  out  by  the  Traders’  Associations ; 
certainly  none  is  required  in  the  interests  of  the 
Revenue.  Indeed,  the  particular  proposals  which  have 
been  put  before  us  would  not  only  on  general  grounds 
be  inequitable  or  impracticable,  but  also,  by  reason  of 
the  expense  they  would  entail,  actually  disadvantage- 
ous to  the  Treasury  ”? — Yes.  That  is  the  very  point 
which,  I have  no  doubt  inadequately,  I attempted 
to  make. 

8546.  Chairman : Those  are  the  exact  words,  are 
they? 

8547.  Mr.  May:  Those  are  the  exact  words.  I do 
not  want  to  detain  the  Commission  on  this. 

8548.  Chairman:  I was  wondering  whether  it  was 
worth  while  to  go  on  after  you  had  got  your  answer. 
The  whole  question  of  Co-operative  Societies  will 
come  up  later  on. 

8549.  Mr.  May : I only  just  want  to  round  it  off. 
It  will  not  take  two  minutes. 

8550.  Chairman : You  are  quite  right. 

8551.  Mr.  May:  Two  questions  will  settle  it,  my 
Lord.  (To  Witness) : I only  want  to  put  to  you  that 
the  representatives  of  the  British  Association  of 
Chambers  of  Commerce  agree  that  the  theory  of  this 
matter  is  absolutely  settled  in  favour  of  the  Co-opera- 
tive Societies  by  this  Report?— It  was  settled  in  their 
favour  on  the  grounds  referred  to  in  that  Report. 

8552.  And  that  they  now  accept  that  position? — 
Yes;  I take  that  from  you. 

8553.  Mr.  May : As  the  Chairman  has  said,  the 
main  case  has  still  to  be  put  before  the  Commission ; 

1 only  wanted  to  ask  one  or  two  points  as  to  the  basis 
of  this  general  view.  Thank  you. 

8564.  Chairman : Have  you  anything  else  to  ask. 
Mr.  May? 


8555.  Mr.  May : No,  my  lord ; I will  leave  it  at 
that. 

8556.  Mrs.  Knowles : There  is  one  point  1 do  not 
understand  in  paragraph  13 : graduated  Income  Tax. 
You  say:  “On  the  other  hand  I think  a scheme 
could  be  devised  under  which  Super- tax  might  start 
at  a lower  figure,  say,  for  the  sake  of  illustration, 
£1,500,  and  the  rate  of  Income  Tax  be  correspond- 
ingly lowered  to,  say,  5s.  in  the  £.”  Do  you  mean 
lowered  to  5s.  in  the  £ on  incomes  under  £1,500? — 
No ; as'  a basic  rate.  There  is  one  grave  consideration 
which  would  arise  in  that  matter,  and  that  would  be 
if  you  lowered  the  basic  rate  and  then  made  a Super- 
tax on  a sliding  scale,  above  that  basic  rate  there 
would  undoubtedly  be  a loss  of  revenue  on  the  undis- 
tributed profits  of  every  limited  company. 

8557 . Then  why  would  it  save  labour  in  dealing  with 
the  small  Income  Tax  claims?— Because  if  the  basic 
rate  deducted  at  the  source  was  only  5s.  any  return 
between  rates  of  5s.  and  6s.  would  be  avoided. 

8558.  Then  you  say  you  could  submit  a scheme 
which  would  show  how  that  would  work.  Would  it  be 
worth  while  for  us  to  have  that  when  we  are  con- 
sidering the  scheme?  We  shall  have  to  consider 
various  schemes? — I am  in  his  lordship’s  hands  there. 
I have  tabulated  one  here.  I do  not  know  whether 
you  want  to  encumber  your  notes  with  it  (The 
Wifmess  produced  a document).  [See  Appendix 

8559.  Chairman:  Has  that  been  put  in? I will 

take  you  lordship’s  view  on  that,  I do  not  know 
whether  you  want'  to  encumber  .your  notes  with  a 
document  of  this  size.  That  does  not  pretend  to  be 
accurate;  it  is  only  given  as  an  illustration. 


8561.  Mrs  Knowles:  Then  in  the  case  of  income  of 
Husband  and  wife  you  consider  that  there  is  no  case 
tor  separate  assessment  because  you  think  the  husband 
would  give  the  wife  money  and  evade  the  tax  ?— That 
is  so,  especially  on  large  incomes. 

8562.  Do  you  believe  husbands  do  hand  over  money 
to  their  wives  like  that?  I do  not  believe  it.  I 
think  they  like  to  keep  their  money  in  their  own 
hands;  but  of  course  that  is  only  a personal  opinion? 

What  might  be  done  would  be  to  prepare  a settle- 
ment by  which  a substantial  sum  of  money  was  settled 
on  the  wife  so  as  to  make  it  the  w:ife’s  income. 

8563.  A marriage  settlement,  you  mean?— No,  a 
post-nuptial  settlement  or  a trust  to  the  wife  for 
life  and  then  to  the  children,  and  so  forth,  so  as 
to  divest  the  husband  of  the  income  for  the  time  bein<>' 
and  so  alter  the  rate  of  tax. 

8564.  Would  it  not  be  possible  to  manage  that  by 
imposing  some  sort  of  tax  on  those  settlements;  a 
very  substantial  tax  ? — Of  course  a marriage  settle- 
ment comes  into  consideration  on  death  or  succession, 
and  then  duty  is  payable. 

8565.  A gift  inter  vivos,  for  instance;  could  it  not 
be  done  in  that  way? 

8566.  Chairman : Mrs.  Knowles  is  suggesting  that 
there  might  be  a tax  to  prevent  that  being  done 
That  is  a possibility? — Yes,  it  is  possible;  and  on 
any  division  of  capital  like  that  there  is  always  the 
risk  that  the  wrong  person  may  die  first.  ' That 
has  been  so  in  a great  many  cases  where  a man  has 
divested  himself  of  his  capital,  we  will  say,  in  favour 
of  his  son  in  order  to  reduce  the  rate  of  tax,  and 
the  son  has  died  before  the  father. 

8567.  Sir  E.  Nott-Bower:  With  regard  to  the  sug- 
gested abolition  of  the  three  years’  average,  of  course 
you  are  a.ware  that  the  Departmental  Committee  of 
1905  considered  the  question  fully? — Yes. 

8568.  And  they  were  really  not,  I think,  opposed 
to  it;  they  thought  it  might  be  advantageous?  Ye 

8569.  But  they  said  that  such  a change  could  n t. 
be  attempted  without  public  opinion,  and  especially 
the  support  of  business  men,  behind  it.  You  tell  us 
that  there  is  a considerable  feeling  among  members  of 
your  profession  that  the  three  years’  average  might 
go.  That'  is  in  paragraph  5 of  your  evidence-in  chief? 
— Yes. 

8570.  Thero  you  are  speaking  simply  for  account- 
ants?— Yes. 
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8571.  But  of  course  your  knowledge  extends  far 
more  widely  than  that.  Could  you  say  from  your 
experience  whether  the  abolition  of  the  three  years’ 
system  would  meet  with  support  from  business  men 
generally? — I think  it  would  from  a very  large 
number  of  them,  on  two  grounds.  One  is  this.  Where 
you  have  a rapidly  rising  profit  the  trader  does  not 
feel  the  effect  of  what  he  has  to  pay  in  Income 
Tax  for  some  considerable  time  on  the  three  years’ 
average,  and  a question  very  often  arises  which  wc 
have  to  draw  the  client’s  attention  to  in  this  way : 

“ you  have  had  a very  good  year;  you  have  made  a 
very  large  sum  of  money ; do  not  forget  that  pre- 
sently, some  little  way  ahead,  you  will  feel  the  effect 
of  this  in  your  Income  Tax,  especially  now  that  the 
rate  is  so  high.”  In  fact'  it  is  actually  questioned, 
in  compiling  the  accounts  of  some  undertakings, 
whether  they  ought  to  make  a special  reserve  for 
that ; and  that  also  leads  to  a distinct  sense  of 
grievance  when  very  high  profits  are  followed  by 
diminishing  profits,  because  then  a man  is  actually 
in  receipt  of  diminished  profits  and  has  to  provide 
the  money  to  pay  very  large  sums  for  Income  Tax 
in  respect  of  anterior  years. 

8572.  I suppose  that  profits  range  high  still? — Yes, 
speaking  generally. 

8573.  So  if  the  Legislature  stepped  in  now  and 
substituted  an  assessment  on  one  year  for  the  average 
of  the  three  preceding  years,  it  would  be  rather 
favourable  to  the  Revenue,  would  it  not? — -If  you 
have  it  in  contemplation  that  the  profits  which  are 
high  to-day  may  be  falling  presently,  then  unless 
you  made  some  temporary  arrangements  to  bridge 
over  the  change  the  Revenue  would  lose  one-third  or 
two-thirds  of  these  high  years’  profits,  and  would 
only  receive  tax  on  the  poor  years  to  come.  That 
would  be  to  the  advantage  of  the  taxpayer,  if  the 
assumption  is  right  that  the  profits  are  going  to 
fall.  But  on  the  suggestion  which  I venture  to  put 
forward  you  can  get  over  the  difficulty  by  bringing 
in  temporarily  the  third  or  the  two-thirds  which 
have  not  borne  tax. 

8574.  But  you  think  that  business  men  generally 
would  approve  of  the  simpler  method  of  being  assessed 
on  the  previous  years’  profits? — Yes,  I have  a very 
strong  opinion  myself  that  it  would  simplify  matters 
if  it  was  generally  known  that  the  amount  of  tax 
which  a man  was  to  pay  was  based  on  the  last  known 
preceding  year — a perfectly  simple  straightforward 
statement,  which  gets  away  from  all  question  of 
average  of  three  years  or  five  years,  and  so  on. 

8575.  With  regard  to  the  five  years’  average  I 
think  we  had  a witness  before  us  the  other  day  who 
was  interested  in  coal  mining,  who  particularly 
wished  to  retain  the  five  years’  average? — I want  to 
say  that  this  view  is  largely  an  accountant’s  view. 

8576.  I see  in  paragraph  3 you  speak  of  “ petty 
items  such  as  trade  subscriptions.”  When  you  speak 
of  trade  subscriptions  do  you  include  in  your  mind 
the  cases  where  large  amounts  of  trading  profits  are 
divided  under  pooling  arrangements? — Where  the 
payment  is  payment  into  a pool  definitely  ; but  I 
am  inclined  to  think  the  Revenue  should  allow  it 
provided  you  get  the  results  of  the  pool  into  the 
other  side. 

8577.  You  would  agree  that  any  provision  which 
covers  subscriptions  of  that  sort  would  involve  as  a 
necessary  consequence  a provision  for  imposing  a 
charge  on  the  trade  association  itself ; otherwise 
the  profits  might  escape  altogether? — It  is  difficult 
to  know  exactly  what  you  mean  by  the  trade  associa- 
tion. If  the  trade  association  is,  as  I said  just  now, 
a pool,  then  those  profits  are  all  paid  out  again 
to  the  subscribers,  except  so  far  as  they  may  hold 
them  up  from  one  year  to  another. 

8578.  Do  they  not  build  up  reserves? — Yes;  I say 
except  so  far  as  the^  may  hold  them  up  by  way 
of  reserve  or  otherwise. 

8579.  Therefore,  would  you  not  agree  that  the 
liability  should  be  put  on  the  trade  association  if  the 
contributors  to  the  pool  are  relieved? — Some  of  the 
pools  work  by  giving  a certificate  of  the  amount  due 
to  their  members  which  is  incorporated  in  the  trader’s 


accounts;  so  that  they  bring  in  even  the  ineffective 
reserve  in  some  cases. 

8580.  Mr.  Pretyman:  Just  carrying  on  that  point 
for  a moment,  is  there  any  material  difference  between 
money  which  would  be  subscribed  to  a pool  or  a trad- 
ing association,  and  money  which  would  be  put  from 
revenue  into  the  trading  account  to  be  used  in  the 
company  itself? — .You  mean  to  say,  it  is  merely  the 
subscription  to  the  pool  which  is  held  by  the  pool, 
and  is  therefore  still  the  property  of  the  contributor. 

8581.  Yes,  and  is  held  to  advance  the  financial 
interests  of  the  company.  Is  there  any  difference 
if  a company  profits  through  a pool  or  profits  through 
its  own  direct  action? — I do  not  know  that  there  is 
any  difference. 

8582.  Why  should  one  be  exempt  from  Income  Tax 
and  not  the  other? — It  is  essential  that  you  should 
bring  back  into  the  accounts  of  the  contributors  all 
the  amounts  derived  from  the  pool. 

8583.  So  it  would  in  the  other  case.  If  a company 
puts  money,  which  is  the  profit  of  one  year,  into 
its  trading  account,  it  is  perfectly  clear  that  the 
profits  which  that  trading  account  subsequently  yields 
come  into  the  taxable  profits  of  a subsequent  year, 
but  they  are  not  exempt  from  Income  Tax  on  that 
money  on  that  account? — Certainly  not. 

8584.  Then  why  should  they  be  exempt  if  it  is  put 
into  a pool  or  trading  association  to  which  they 
subscribe  with  an  exactly  similar  object? — I do  not 
suggest  that  they  should  be  exempt.  If  it  is  merely 
a subscription  to  a pool  in  the  sense  that  it  is  a sum 
paid  down,  then  that  is  a charge  against  the  profits 
as  against  which  there  is  brought  in  the  joint  opera- 
tions  of  the  pool  due  to  the  subscribers. 

8585.  But  if  the  pool  is  a trading  pool,  I"  really 
cannot  see  much  difference? — I am  afraid  I do  not 
quite  follow  the  point.  What  is  meant  by  this 
particular  paragraph  where  there  is  the  phrase 
“ petty  items  such  as  trade  subscriptions  ” is 
this:  Where  one  is  dealing  with  considerable  sums 
it  seems  rather  petty  to  object  to  such  a thing.  For 
instance,  take  my  subscription  to  the  Institute  of 
Chartered  Accountants.  The  annual  subscription 
until  lately  was  not  allowed.  Why?  Because  the 
Institute  of  Chartered  Accountants  does  not  pay 
Income  Tax.  It  is  a matter  of  three  or  five  guineas, 
or  whatever  the  annual  subscription  is. 

8586.  With  regard  to  the  subscription  of  the 
ordinary  individual  you  mention,  the  associations  to 
which  he  belongs  for  his  own  benefit,  are  not  some 
of  th'em  exempt? — I know;  but,  at  any  rate,  that  is 
a payment  out  of  my  earnings,  and  it  is  an  essential 
payment. 

8587.  The  word  “ essential  ” is  rather  difficult  to 
define,  is  it  not? — It  is  essential  in  this  sense:  that 
I cannot  call  myself  a chartered  accountant  unless  I 
pay  it.  That  is  what  I mean. 

8588.  I will  not  press  you  on  that.  I will  ask  you 
one  question  on  the  point  of  simplification.  I notice 
that  you  do  not  suggest,  as  some  people  have,  that 
it  is  possible  to  have  a single  tax  graduated  all  the 
way  up.  What  I take  you  to  mean  by  that  is  that 
you  realize  that  you  must  have  a flat  rate  tax  to  deal 
with  taxation  at  the  source? — Yes. 

8589.  And  that  when  you  are  dealing  with  higher 
levels  above  the  flat  rate  which  can  only  be  applied 
individually  you  must  have  a separate  form  of  tax?. — 
Yes.  You  may  have  a rate  extending  upwards  and 
downwards. 

8590.  Quite.  I know  that  point;  I know  what  you 
say  about  your  5s.  or  6s.,  and  I quite  agree  that  that 
is  a matter  which  can  be  adjusted.  It  is  a very  im- 
portant point  that  you  raise — that  you  can  alter  the 
position  of  your  flat  rate  so  as  to  have  the  least  trouble 
in  administration? — Yes. 

8591.  But  putting  that  aside  you  must  have  both? 
—Yes. 

8592.  In  order  to  get  taxation  at  the  source,  to 
which  I suppose  you  attach  very  great  value? — Abso- 
lutely. I do  not  see  how  it  is  possible  effectively  to 
collect  the  Income  Tax  on  any  other  method. 
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8593.  And  you  must  have,  in  addition  to  that,  an 
individual  tax  which  must  be  collected  on  a different 
basis  entirely,  in  that  it  is  impossible  to  collect  at  the 
source  except  for  the  year  of  collection,  and  it  is  im- 
possible to  collect  from  the  individual  except  for  at 
any  rate  a preceding  year? — Yes,  I agree. 

8594.  So  that  is  quite  clear? — Yes. 

8595.  Then  on  this  question  of  stock  certificate 
which  you  refer  to,  do  you  apply  that  suggestion  to 
agriculture? — I refer  to  this  particular  clause:  “ We 
further  certify  that  the  Stock  is  valued  at  cost,  or 
market  price  if  under  cost  ”? — That  would  not  be  a 
suitable  certificate  for  a farmer  at  all.  He  does  not 
value  his  stock  at  cost  or  market  price.  It  would  not 
be  suitable  for  him  at  all.  He  takes  the  value  put 
into  the  ground  or  the  value  of  the  growing  crop. 

8596.  And  he  breeds  his  stock? — Yes. 

8597.  And  some  stock  is  bred  and  never  sold? — Yes. 
This  would  not  be  applicable  to  a farmer. 

8598.  All  I wanted  was  to  make  it  clear  that  this 
certificate  would  not  be  applicable  to  agriculture  at 
all?— No. 

8599.  You  made  a remark  in  the  discussion  you  had 
with  a member  of  the  Commission  about  bonus  shares 
being  liable  to  Income  Tax,  and  it  was  pointed  out 
to  you  that  if  a distribution  of  bonus  shares  were 
liable  to  Super-tax  it  would  be  quite  easy  to  avoid 
that  by  simply  keeping  the  money  in  the  business. 
You  said  then  it  would  be  intangible  until  distri- 
buted; that  was  the  expression  you  used,  but  would 
it  be  intangible?  Is  not  the  money  in  the  business 
simply  used  in  the  trading  account? — Intangible  for 
purposes  of  taxation.  Let  me  put  a simple  illustra- 
tion. Two  men  are  carrying  on  business,  making  a 
profit  of  £20,000  a year.  One  man  is  an  ordinary 
trader;  he  is  liable  to  Super-tax.  He  turns  the  same 
business  into  a limited  company,  and  he  says:  “ In- 
stead of  £20,000  a year,  I am  going  to  distribute 
£3,000  a year;  that  is  enough  for  me  to  live  on.  The 
rest  I shall  allow  to  pile  up  in  this  business.”  He  pays 
no  Super-tax,  except  a mere  trifle,  although  he  owns 
every  share  in  the  company. 

8600.  I quite  understand  that  the  main  point  of 

your  proposal  was  that  it  still  should  remain  not 
liable  to  Super-tax,  unless  it  was  distributed  as  bonus 
shares? — Yes.  Take  the  illustration  which  I have 

given.  Directly  that  individual  reaches  the  point 
when  his  business  is  so  swollen  with  money  from 
accumulated  profits  that  something  must  be  done  with 
it,  he  may  say:  “ I am  going  to  double  my  capital.” 
If  it  is  possible  for  him  to  do  that  and  then  turn 
those  profits  into  shares  and  take  them  as  bonus 
shares,  is  it  fair  that  he  should  escape  Super-tax  on 
that  sum? 

8601.  The  point  I am  on  is  this.  Surely  the  turn- 
ing it  into  bonus  shares  is  not  a necessary  transac- 
tion in  any  shape  or  form ; it  is  merely  a matter  of 
convenience.  What  does  it  matter  to  him?  Take 
your  case.  The  man  has  formed  a company  which 
is  producing  £20,000  a year  profit.  He  distributes 
only,  we  will  say,  £5,000  a year  of  that ; the  other  is 
locked  up  in  accumulations,  we  will  say,  of  £100,000. 
The  whole  of  it  is  being  used  in  the  business,  and  is 
contributing  again  to  tax  on  what  I may  call  the 
secondary  profit.  What  I mean  is  that  that  primary 
profit  has  not  paid  Super-tax,  but  the  secondary 
profit,  so  far  as  it  comes  to  him,  will  pay  at  any  rate 
Income  Tax,  and  may  pay  Super-tax.  His  object 
is  to  avoid  paying  tax  in  the  first  instance.  What 
difference  does  it  make  to  him  whether  those  shares 
are  distributed  as  bonus  shares  or  not?  What  does 
it  matter  to  him  what  the  face  value  of  the  shares 
in  his  company  is?  I do  not  think  it  makes  any  dif- 
ference at  all.  This  private  company  may  liave_  a 
nominal  capital  of  any  amount ; it  is  quite  immaterial 
whether  the  nominal  capital  ds  £10.000,  or  £100,000, 
or  £10.  The  aggregate  value  of  that  capital  will  be 
equal  to  the  whole  of  the  money  in  the  business  which 
has  been  accumulated  there.  But  what  the  face  value 
of  the  particular  share  is  does  not  seem  to  me  to 
matter  in  any  way;  it  does  not  affect  the  profits;  it 
does  not  affect  the  distribution;  it  does  not  affect 
taxation  in  any  shape  or  form.  Therefore  if  the 
mere  fact  of  converting  each  share  into  two  was 


going  to  render  an  individual  liable  to  a heavy 
(Super-tax,  why  should  he  do  it?  I cannot  see  that 
your  remedy  meets  the  case.  I am  not  saying  that 
Super-tax  ought  not  to  be  paid.  All  I am  saying 
is  that  the  remedy  of  taking  bonus  shares  when  the 
profits  are  distributed,  does  not  seem  to  me  to  meet’ 
the  case,  because  there  would  be  no  object  in  dis- 
tributing them,  and  they  would  not  be  distributed? 
— But  in  practice,  at  all  events  in  the  case  of  a public 
company,  there  is  the  actual  physical  difficulty  of 
having  this  very  large  accumulated  reserve,  and  share- 
holders crying  out  as  to  what  should  be  done  with  it. 

8602.  But  we  are  discussing  a private  company 
at  the  moment? — It  is  quite  true  to  say  that  a man 
can  go  on  indefinitely  piling  up  his  capital  and  deli- 
berately refraining  from  distributing  it.  To  that 
extent,  even  under  any  legislation,  he  would  escape 
Super-tax  unless  you  make  the  company  itself  liable 
to  Super-tax.  Then  the  objection  to  that  is  that 
a great  many  cases  would  arise  where  you  would  be 
taxing  in  the  corporate  body  a number  of  people  who 
individually  would  not  he  liable  to  Super-tax  at  all. 

8603.  The  only  way  of  getting  at  the  tax  in  every 
case  would  be  to  tax  the  company? — Certainly. 

8604.  But  that  is,  for  the  reason  you  have  given, 
impracticable  ? — Yes. 

8605.  It  is  a partial  remedy? — I agree. 

8606.  And  it  really  is  not  effective?— It  would  be' 
effective  to  a very  considerable  extent,  because  there 
are  very  large  sums  being  dealt  with  like  this. 

8607.  One  word  you  used  I should  like  to  ask  you 
about.  You  were  asked  about  foreign  money  invested 
in  this  country,  and  whether  you  thought  it  ought 
to  be  liable  to  Income  Tax,  and  you  said  you  thought 
it  was  very  desirable  that  we  should  do  all  we  could 
to  encourage  the  investment  of  foreign  money  here, 
but  there  ought  to  be  reciprocity? — I mean  if  they 
are  to  escape  taxation  here,  then  British  money  in 
the  country  of  origin  should  also  escape  taxation 
there. 

8608.  Do  you  want  to  encourage  British  money 
going  abroad? — Provided  it  could  earn  a profit  out 
there  to  be  brought  here. 

8609.  Would  it  be  any  particular  advantage  to  the 
nation  to  ask  for  reciprocity  in  that  way?  It  would 
be  an  advantage  to  the  individual,  but  would  it  be 
to  the  nation? — It  would  be  an  advantage  in  the 
sense  that  it  would  encourage  our  merchants  here 
to  foster  foreign  trade,  for  instance,  by  building  rail- 
ways, as  England  has  done  abroad,  say,  in  the  Argen- 
tine; the  investment  of  British  money  out  there  has 
brought  profits  to  this  country  in  very  large  sums, 
both  directly  and  indirectly. 

8610.  That  is  not  quite  the  same  thing,  is  it,  as 

the  investment  of  foreign  capital  owned  by  foreigners 
who  are  resident  abroad? — Is  it  not  the  same  thing 
as  an  Englishman  investing  his  capital  in  the 
Argentine?  1 should  respectfully  have  thought  it 
was.  The  question  put  to  me  was,  for  instance,  with 
regard  to  an  American  investing  his  money  here  in 
England.  Does  not  that  correspond  to  an  English- 
man using  his  money  here  for  investment  in  the 
Argentine?  _ , 

8611.  You  mean  a company  which  is  located  in  the 
Argentine,  and  with  its  headquarters  there  ?— Yes. 

8612.  I am  not  quite  sure  that  it  is  in  the  interests 
of  this  country  to  press  for  that  reciprocity.  I will 
not  press  you  on  that.  Then  on  this  question  of 
evasion  or  avoidance,  is  it  your  view  that  the  present 
rate  of  tax  is  so  high  that  tliere  is  a serious  risk 
that  a good  deal  of  capital  which  is  at  present  located 
in  this  country,  and  liable  to  Income  Tax,  may,  I 
will  not  say  be  forced,  but  may  at  any  rate  be  trans- 
ferred out  of  this  country,  so  that,  although  the  rate 
of  tax  may  be  raised,  the  corpus  to  be  taxed  may  be 
reduced  ?-^It  is  a risk,  undoubtedly. 

8613.  Do  you  think  taxation  has  reached  a point 
where  that  has  become  a serious  danger?— I think 
it  has  reached  a point  when  people  are  considering  it. 

8614.  Do  you  realize  that  the  present  increase  of 
the  taxable  corpus  of  money  for  Income  Tax  lias  been 
very  much  swollen  by  the  great  national  expenditure 
of  borrowed  capital?  Is  not  a large  proportion  of 
the  taxable  income  to-day  income  derived  from 
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national  payments  to  producers  and  traders  out  of 
borrowed  capital? — Yes,  that  has  created  a large 
amount  of  capital  with  which  the  traders  have  traded, 
undoubtedly. 

8615.  Is  that  going  to  be  permanent  and  recurring, 
or  was  it  a temporary  matter? — It  must,  in  a certain 
measure,  in  my  humble  judgment,  be  temporary 
with  regard,  for  instance,  to  factories,  and  so  forth, 
built  for  special  purposes  for  the  war  time. 

8616.  Do  you  consider  we  have  got  a danger  point 
ahead,  when  we  may  reach  the  very  serious  position 
that  if  the  tax  is  at  the  sarnie  rate  the  actual  yield 
may  be  decreased? — Whether  that  is  exactly  cause 
and  effect,  I am  not  sufficient  of  a political  economist 
to  say.  There  may  be  a diminution  in  the  yield  of 
the  tax,  due  to  the  falling  off  of  trade.  Take  the 
example  of  the  case  I gave  here,  with  which  I was 
personally  concerned.  A very  large  company  actually 
transferred,  or  sought  to  transfer,  the  whole  of  their 
business  to  Geneva. 

8617.  Do  you  know  of  any  other  case  of  that  kind? 
— I have  just  been  concerned  in  another  case  where 
a big  Indian  cotton  mill,  run  from  here  as  an 
English  company,  has  been  sold,  Jock,  stock  and 
barrel  to  natives  of  India.  I would  not  like  to  say 
that  in  that  case  Income  Tax  was  the  determining 
factor,  but  it  certainly  had  something  to  do  with  it. 
In  the  first  case  I alluded  to,  which  is  referred  to  in 
this  paper,  that  was  entirely  due  to  Income  Tax. 
The  Board  of  Trade  stepped  in  on  other  grounds 
and  prevented  it  for  the  time  being. 

8618.  It  means  now,  does  it  not,  that  in  the  case 
of  anybody  with  any  considerable  income  one-lialf 
of  the  gross  income  is  paid  to  the  State? — Yes,  it  is 
getting  on  that  way,  with  the  Super-tax. 

8619.  10s.  in  every  £,  which  is  nominally  received, 
is  paid  away  to  the  State  in  Income  Tax  and  Super- 
tax ? — Yes, 

8620.  And  then  there  are  Death  Duties  and  other 
heavy  taxes  to  consider  as  well? — Yes. 

8621.  Sir  T.  Whittaker:  I want  to  ask  you  very 
briefly  questions  on  only  two  points.  First  you  refer 
to  the  undesirability  of  tax  being  paid  by  companies 
or  institutions  on  director’s  fees  and  salaries? — 
Yes. 

8622.  Is  the  objection  one  based  on  grounds  affect- 
ing the  Revenue,  or  is  it  based  on  grounds  affecting 
the  making  up  of  the  accounts  and  as  it  affects  the 
shareholders  as  a body? — I do  not  think  the  Revenue 
is  seriously  affected,  if  at  all. 

8623.  It  does  not  concern  the  Revenue? — No,  I do 
not  know  that  it  does. 

8624.  The  only  point  I was  going  to  put  to  you 
about  that  is  this.  We  being  here  to  examine  into 
questions  of  Income  Tax  as  regards  Revenue,  is  it  any 
business  of  ours  to  suggest  legislation  which  does  not 
affect  the  Revenue,  to  make  people  make  out  their 
accounts  or  alter  practices  in  their  own  business? — 


Except,  if  I may  say  so  with  respect,  that  the  effect 
of  following  this  practice  is  to  make  quite  a large  body 
of  persons  totally  regardless  of  the  rate  of  taxation 
that  happens  to  be  in  force.  It  becomes  a matter 
of  no  importance  to  them  whatever. 

8625.  That  would  apply  to  many  subjects,  would  it 
not;  for  instance,  compounding  of  rating? — Yes. 

8626.  You  are  opening  up  a very  wide  field? — Yes. 

8627.  1 understand  that  it  is  not  on  grounds 
generally  affecting  the  working  of  the  Revenue,  that 
you  suggest  this  alteration? — It  did  affect  Revenue 
only  last  year  to  a small  extent ; that  is  a point  which 
I have  no  doubt  has  been  made  clear  to  you. 

8628.  That  has  been  remedied? — That  has  been 
remedied  now  almost  entirely. 

8629.  You  will  have  had  a good  deal  to  do  with 
General  or  Local  Commissioners.  Is  it  youi  ex- 
perience that  practically  the  work  done  in  bringing 
the  information  before  them  is  done  by  the  Surveyor? 
— Yes. 

8630.  But  there  is  a Clerk  to  the  Commissioners? — 
Yes. 

8631.  Is  lie  of  any  useE — He  advises  them  on 
questions  of  law,  undoubtedly. 

8632.  Do  you  think  they  are  guided  by  him,  and 
not  by  the  Surveyor? — I think  they  are  very  largely 
guided  by  him.  The  Surveyor  is  really  a party  to 
the  proceedings  before  them,  if  you  are  dealing  with 
the  question  of  an  appeal. 

8633.  And  the  Clerk  really  advises  them  on  law?— 
Undoubtedly. 

8634.  Sir  J.  Harmood-Banner : I have  only  one 
question  to  ask,  which  arises  out  of  a publicly  reported 
speech  a couple  of  days  ago.  In  dealing  with 
depreciation,  have  you  considered  at  all  the 
termination  of  concessions ; for  instance,  the  chair- 
man of  the  Costa  Rica  Railway  Company  mentioned 
the  fact  that  the  concession  from  the  Government 
terminated  in  about  20  years,  when  the  whole  of  their 
railway  passed  to  the  Government.  The  railway  is 
leased  for  a fixed  term,  and  they  are  bound  to  pay 
Income  Tax  on  the  whole  of  the  lease,  without  any 
allowance  for  the  fact  that  they  will  lose  the  whole 
of  their  property  at  the  termination  of  the  concession. 
You  mentioned  depreciation  here.  Do  you  bring 
under  that  head  the  diminishing  value  of  the  lease, 
in  a case  such  as  this? — A case  such  as  that,  I think, 
is  very  parallel  to  the  question  of  leases,  except  that 
where  it  is  a foreign  concession  the  lessor  is  not 
here.  That  is  the  difference  between  the  two. 

8635.  Here  the  whole  income  is  taxed,  although 
at  the  end  of  the  20  years’  period  the  whole  property 
passes  away? — That  is  very  similar  to  the  position 
of  a coal  mine,  which  in  a term  of  years  may  be 
exhausted. 

8636.  Chairman : Thank  you  for  vour  evidence,  Mr. 
Cash. 


Professor  Louis,  on  behalf  of  the  British  Lead  and  Zinc  Mine  Owners’  Association  and  the  West  Coast  Hematite 
Iron  Ore  Proprietors’  Association,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
h is  evidence-in-chief : — 

Evidence-in-chief  of  Henry  Louis,  M.A.,  D.Sc.  (Hon. 
Dunelin),  Assoc.  R.S.M.,  M.Inst.C.E.,  F.I.C., 
F.G.S.,  M.M.S.,  Member  of  Council  Institution 
of  Mining  Engineers,  Institution  of  Mining 
and  Metallurgy,  Iron  and  Steel  Institute,  Pro- 
fessor of  Mining  in  the  University  of  Durham. 

8637.  (1)  For  many  years  the  output  of  British 
metalliferous  mines  has  been  steadily  decreasing;  one 
of  the  causes  that  has  contributed  to  such  decrease 
is  to  be  found  in  our  methods  of  taxation,  which  dis- 
criminate unfairly  against  investments  in  wasting 
assets,  of  which  mines  form  one  of  the  leading 
examples.  Furthermore,  these  methods  discourage 
exploratory  and  development  work,  without  which  the 
lives  of  such  mines  must  necessarily  be  short,  and 
they  also  are  unfavourable  to  the  replacement  of  old- 
fashioned  machinery  and  plant  by  new  and  improved 
types,  the  absence  of  which  hinders  us  in  our  com- 
petition with  foreign  countries. 


8638.  (2)  The  mineral  industry  is  adversely  affected 
by  the  method  of  taxation  of  mineral  royalties. 
When  a company  or  individual  proposes  to  start 
mining  a mineral  deposit,  the  mineral  rights  must 
either  be  purchased,  or  else  a mineral  lease  must  be 
obtained  from  the  royalty  owner ; it  must,  however,  be 
emphasized  that  a mineral  lease  is  not  of  the  nature 
of  an  occupation  lease  of  which  the  lessee  has  “ only 
the  usufruct,  so  that  the  property  is  returned  intact 
to  the  lessor  at  the  expiration  of  the  lease,”  but  is, 
on  the  contrary,  a true  sale;  as  Lord  Cairns  said  in 
Gowans  v.  Christie:  “ What  we  call  a mineral  lease  is 
really,  when  properly  considered,  a sale  out  and  out 
of  a portion  of  the  land,”  and  Lord  Blackburn,  in 
Coltness  Iron  Company  v.  Black,  expresses  his  entire 
agreement  with  this  view.  Nevertheless,  Income  Tax 
is  not  chargeable  upon  a sale  of  mineral  rights  paid 
for  in  one  or  several  instalments,  but  is  exacted  on 
the  payment  by  annual  instalments,  which  constitutes 
a mineral  lease.  This  discrimination  operates  ad- 
versely to  the  latter  method  of  acquiring  mineral 
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rights,  although  it  is  the  better  calculated  to  foster 
the  mineral  industry.  Many  concerns  may  not  have 
the  funds  necessary  to  purchase  outright  a mineral 
royalty,  or  they  may  not  care  to  invest  large  sums  in 
the  purchase  of  an  asset  that  is  necessarily  of  un- 
known value.  It  is  more  equitable  and  more  in  the 
interests  of  both  buyer  and  seller  that  the  sale  of 
unsevered  mineral  by  lease  should  be  encouraged 
rather  than  discouraged. 

8639.  (3)  The  mosit  serious  hardship  inflicted  upon 
the  mining  industry  by  the  present  method  of  taxa- 
tion is  the  failure  to  distinguish  between  revenue  and 
profits;  Income  Tax,  which  should  be  levied  on  the 
latter,  is  assessed  upon  the  former.  Thus,  if  a 
mining  company  spends  £50,000  in  opening  up  a 
mine,  and  produces  minerals,  the  sale  of  which  leaves 
an  excess  of  £5,000  per  annum  over  the  cost  of  pro- 
duction, it  will  be  called  to  pay  Income  Tax  on  £5,000 
a year;  if  at  the  end  of  eight  years  the  mine  is  ex- 
hausted the  shareholders  will  have  paid  Income  Tax 
on  £40,000,  in  spite  of  the  fact  that  they  have  lost 
£10,000  in  their  venture.  No  account  is  taken  of  the 
fact  that  the  dividends  of  a mining  company  do  not 
represent  solely  income  on  capital,  but  represent  in- 
come plus  a return  of  a portion  of  the  capital.  In 
this  respect  investors  in  mining  properties  are  at  a 
grave  disadvantage  as  compared  with  investors  in  pro- 
perty not  of  the  nature  of  a wasting  asset.  The 
equitable  remedy  would  be  to  allow  every  mining  con- 
cern to  set  aside  annually  a sum  to  form  a reserve 
fund  that  shall  amount  to  the  original  capital  in- 
vested at  the  end  of  the  estimated  life  of  the  mine, 
such  sums,  together  with  interest  earned  by  them, 
not  to  be  liable  to  Income  Tax.  In  this  way  the  in- 
vestor in  mines  would  be  placed  in  the  same  position 
as  an  investor  in,  say,  Government  securities,  that  is 
to  say  that  he  would  have  his  original  capital  intact 
at  the  end  of  the  period,  and  would  be  paying  taxes 
only  upon  the  profits  legitimately  earned  by  that 
capital.  Of  course,  he  would  still  have  to  take  the 
risk  that  the  life  of  the  mine  should  be  at  least  as  long 
as  had  been  calculated,  but  this  is  a legitimate  mining 
risk. 

8640.  (4)  The  present  system  of  making  no  allow- 
ances for  mine  development  calls  urgently  for  reform. 
Attention  might  be  drawn  to  the  methods  in  force  in 
the  South  African  mines,  where  the  whole  cost  of  the 
development  work  may  be  added  to  the  working  costs 
without  any  limitation  to  the  expenditure  on  develop- 
ment thus  allowed.  It  is  no  doubt  not  easy  in  many 
cases  to  determine  where  capital  expenditure  ceases 
and  expenditure  on  development  begins.  Perhaps  it 
would  be  safe  to  take  all  expenditure  until  the  mine 
becomes  a real  producing  concern  as  being  of  the 
nature  of  capital  expenditure;  when  the  main  shaft 
or  adit  had  reached  the  deposit  so  that  exploitation 
could  begin,  when  the  necessary  winding  or  hauling 
machinery,  the  dressing  plant,  shops,  offices,  build- 
ings, means  of  communication,  &c.,  had  been  erected, 
and  the  mine  was  ready  to  produce  mineral  on  a work- 
ing scale,  capital  expenditure  might  be  considered  as 
complete.  The  shaft  no  doubt  would  subsequently 
have  to  be  deepened,  levels  prolonged,  new  levels 
driven,  rises  put  up,  winzes  sunk,  &c.,  but  all  this 
work  Avould  be  with  the  direct  object  of  developing 
additional  ore.  Similarly,  prospecting  work,  bore- 
holes, trial  drifts,  trial  pits,  &c.,  might  be  required 
in  order  to  find  additional  ore  to  develop;  all  such 
exploratory  work,  whether  it  actually  prove  ore  or 
not,  should  be  classed  as  development  work.  The  only 
admissible  exception,  and  this  might  be  considered  a 
debatable  point,  is  when  an  entirely  new  ore  deposit 
is  discovered,  constituting  an  additional  asset  not 
contemplated  in  the  original  scheme  of  the  mining 
venture.  The  cost  of  developing  this  might  perhaps 
fairly  he  considered  as  capital  expenditure.  If  a 
company  is  formed  to  work  a mineral  vein,  the  cost  of 
any  explorations  or  developments  on  that  vein,  after 
the  mino  has  reached  the  stage  of  a going  concern, 
should  be  considered  as  expenditure  on  development. 
But  if  a parallel  vein  previously  unknown  were  dis- 
covered and  opened  up  say,  by  a cross-cut,  this  work 
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would  probably  be  regarded  legitimately  as  a capital 
charge.  Such  development  costs  might  be  charged 
in  either  of  two  ways.  The  actual  expenditure  in  each 
financial  year  on  development  may  be  looked,  upon  as 
an  addition  to  working  costs.  Or  else  a development 
account  may  be  opened,  debited  with  the  net  cost  of 
all  development  work,  and  credited  with  an  amount 
per  ton  of  ore  gotten  which  it  is  calculated  will  fairly 
represent  the  total  cost  of  developing  each  block  of 
ore,  divided  by  the  tonnage  assumed  to  be  developed ; 
the  sums  thus  credited  to  the  development  account 
would,  of  course,  form  an  addition  to  the  working 
costs.  The  latter  method  is  probably  preferable  as 
giving  a more  accurate  determination  of  the  actual 
cost  of  getting  the  ore. 

8641.  (5)  The  present  system  (if  such  it  can  be 
called)  makes  no  proper  provision  for  the  depreciation 
of  mining  plant  and  machinery,  and  both  methods  and 
rates  appear  to  vary  in  different  parts  of  the  country. 
At  present  the  cost  of  renewals,  as  and  when  incurred, 
may  be  claimed  as  a deduction  from  profits,  or 
alternatively  a claim  for  depreciation  may  be  made, 
but  not  both  together.  The  proper  course  would  be 
to  allow  a settled  rate  for  depreciation,  to  include 
deterioration  and  obsolescence,  and  to  allow  also  the 
cost  of  repairs  and  renewals,  taking  into  account  the 
diminished  value  of  the  plant  in  computing  the  latter 
item.  Renewals  should  not  be  charged  to  capital 
account  unless  they  actually  increase  the  producing 
capacity  of  the  mine.  Thus,  if  an  old  winding  engine 
is  replaced  by  a new  one  capable  of  hoisting  more  ore, 
and  thus  increasing  the  output  of  the  mine,  capital 
should  be  charged  with  such  a proportion  of  the  cost 
of  the  new  engine  as  represents  the  increase  in  wind- 
ing capacity,  but  the  remainder  should  be  looked  upon 
as  a charge  against  working  costs. 

8642.  (6)  (a)  The  present  method  of  calculating  de- 
preciation upon  the  diminishing  value  of  the  plant  is 
objectionable;  by  this  system  the  value  can  never  come 
down  to  zero,  yet  old  mining  plant  is  often  absolutely 
worthless.  Mines  are  often  situated  in  such  in- 
accessible places  that  the  cost  of  removing  scrap  or 
worn-out  machines  from  them  is  greater  than  the 
value  of  the  material,  so  that  provision  ought  to  be 
made  for  reducing  the  value  of  plant  to  zero. 

Instead  of  the  diminishing  value  method,  various 
other  methods  may  be  adopted. 

( b ) The  amount  written  off  may  be  a fixed  ratio  of 
the  first  cost,  so  as  to  write  off  the  whole  cost  in  a 
given  number  of  years. 

(c)  The  amount  written  off  each  year  may  be  such 
as,  together  with  interest,  shall  amount  to  the  first 
cost,  the  amounts  being  equal  in  each  year. 

(d)  The  amount  written  off  each  year  shall  be  such 
that,  together  with  the  interest  upon  it,  it  shall 
amount  to  an  aliquot  part  of  the  first  cost,  the  sums  of 
all  these  amounts,  with  interest,  amounting  to  the 
first  cost. 

8643.  (7)  The  first  method  has  the  drawback  that 

the  deductions  are  greatest  when  the  plant  is  new  and 
when  it,  in  fact,  depreciates  least  rapidly.  In  the 
second  and  third  methods  the  deductions  are  uniform 
throughout  the  life  of  the  plant.  In  the  last  method 
the  deductions  are  greatest  towards  the  end  of  the  life 
of  the  plant,  which  corresponds  best  with  the  actual 
facts.  , 

8644.  (8)  The  rate  of  depreciation  can  be  deter- 
mined when  the  method  of  calculation  has  been  de- 
cided upon  by  the  life  of  the  plant.  Some  mining 
machinery  deteriorates  very  rapidly,  for  example, 
rock  drills  rarely  last  more  than  five  years;  on  the 
other  hand,  air  compressors  may  last  15  years.  In 
the  case  of  mining  machinery  obsolescence  is  of  even 
greater  importance  than  deterioration.  There  are 
very  few  machines  or  appliances  used  in  mining  that 
have  not  undergone  such  radical  improvements  within 
the  last  20  years  as  to  be  hopelessly  out  of  date  to-day. 
Taxation  in  this  respect  should  be  so  adjusted  as  to 
encourage  the  scrapping  of  mining  machinery  when 
it  is  no  longer  equal  to  the  best  modern  practice, 
whereas  the  present  method  has  just  the  opposite 
effect. 
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8645.  Chairman:  Whom  do  you  represent? — I am 
representing  the  British  Lead  and  Zinc  Producers’ 
Association,  and  the  West  Coast  Hematite  Iron  Ore 
Proprietors’  Association,  so  you  may  take  it  that  1 
am  speaking  on  behalf  of  practically  the  whole  of 
the  metal  mining  industry  of  the  country,  i.e.,  of 
the  industry  subject  to  the  Metalliferous  Mines  Act, 
with  the  exception  of  the  Cornish. 

8646.  We  have  your  evidence-in-chief  before  us. 
This  is  one  of  the  great  questions  that  we  have  to 
deal  with  in  this  Commission? — Yes. 

8647.  Each  member  of  the  Commission  has  had 
your. paper,  and  we  have  given  it  careful  study,  so 
if  you  will  kindly  be  prepared  to  answer  questions 
which  the  members  of  the  Commission  may  ask  you, 
that  is  the  procedure? — Will  you  allow  me  to  amplify 
one  or  two  points? 

8648.  Yes,  with  pleasure.  Will  you  amplify  them 
on  the  questions,  or  would  you  like  to  make  a short 
statement  to  the  Commissioners  before  we  begin  to 
examine  you? — What  I should  like  to  do,  if  I may. 
is  to  amplify  one  or  two  points  in  my  evidence. 

8649.  Would  you  see  whether  they  oome  up  on 
questions  from  the  Commissioners,  and  then  if  they 
do  not  come  up  in  questions  perhaps  at  the  end  you 
could  amplify  them.  I think  that  will  probably  be 
the  better  plan,  because  those  points  which  you  wish 
to  address  the  Commission  upon  may  come  up  in 
your  answers. 

8650.  Mr.  Kerly : I do  not  propose  to  take  you 
through  your  statement  step  by  step.  You  will  under- 
stand I am  only  asking  you  questions  in  regard  to 
matters  which  I want  to  elucidate? — Yes. 

8651.  Your  general  observation  is  that  the  present 
method  of  taxation  tends  to  diminish  the  incentive 
to  develop  mines,  to  diminish  exploration  work,  and 
I gather  also  would  prevent  people  working  with  the 
most  up-to-date  machinery? — Yes,  and  further  it 
discourages  capital  being  put  into  mines  of  this 
description. 

8652.  Is  not  the  whole  of  the  mining  you  are  deal- 
ing with  wholly  speculative? — You  may  say  that 
certainly — necessarily  from  the  nature  of  the  deposits 
it  is  highly  speculative. 

8653.  Do  you  think  that  if  for  a period  of  50  years 
the  total  cost  of  mining  for  lead  and  zinc  in  this 
country  was  set  against  the  return,  it  would  not  show 
a very  big  loss? — No,  I should  say  not;  I should  say 
on  the  contrary  it  would  probably  show  a profit. 

8654.  I am  delighted  to  hear  it,  because  in  quite 
another  place  I have  heard  of  a number  of  applica- 
tions which  have  left  upon  my  mind  the  impression 
that  the  result  shown  will  be  absolutely  disastrous ; 
that  here  and  there  you  get  a profit,  but  nine  times 
out  of  ten  you  get  a loss,  do  you  think  that  is  wrong, 
and  that  the  general  result  would  be  to  show  a profit? 
— I think  upon  the  whole  within  the  last  half  a cen- 
tury or  so  probably  more  money  has  come  out  of  them 
than  has  been  put  into  them. 

8655.  Are  you  now  excluding  the  Cornish? — I am 
excluding  Cornwall ; I am  speaking  of  the  mines  with 
which  I am  dealing  before  you. 

8656.  So  far  as  there  is  a very  large  speculative 
element,  that  is  a factor  which  would  overshadow  any 
discouragement  arising  from  the  method  of  taxation'? 

- — No,  I am  not  prepared  to  agree  with  that  alto- 
gether. If  a man  is  doubtful  as  to  whether  he  will 
put  his  money  into  a mining  venture  or  into  any- 
thing else  he  will  certainly  consider  how  taxation  will 
affect  him,  and  especially  at  times  like  the  present 
when  taxation  is  so  high. 

8657.  Just  consider.  If  the  chance  is  3 to  1 against 
his  getting  any  return,  but  he  goes  on  hoping  that  in 
his  case  he  may  get  a sixfold  return,  which  is  what 
I suggest  to  you,  he  is  not  likely  to  be  influenced  much 
by  the  fact  that  he  has  got  to  pay  even  6s.  in  the  £ 
if. he  does  get  a return? — I cannot  conceive  any  wise 
mining  speculator  working  on  that  basis.  A man 
who  speculates  in  one  mine  is  pretty  certain  to  come 
to  grief.  Usually  men  who  are  mining  speculators 
spread  their  ventures  over  a considerable  number  of 
mines. 

8658.  And  so  average  their  risks? — So  as  to  average 
their  risks,  and  then  the  taxation  of  6s.  in  the  £ is 
a very  important  item. 


8659.  Am  I to  understand  that  in  your  view  the 
people  who  provide  the  capital  for  mining  concerns 
are  a limited  class,  and  that  they  average  their 
risks  by  making  many  investments? — I think  so,  as 
far  as  my  experience  goes. 

8660.  All  the  suggestions  that  you  have  made  in 
your  paper  really  involve  an  estimation  of  the  life 
of  the  mine,  do  they  not? — A great  many  of  them  do. 

8661.  I think  practically  all? — I would  not  say  the 
depreciation  of  machinery  does. 

8662.  Take  that  for  instance.  You  have  always 
got  to  consider  not  only  the  life  of  your  machinery, 
but  the  life  of  the  mine  it  is  going  to  work? — If  you 
are  suggesting  that  the  mine  might  de  done  before 
the  machinery  is  worn  out,  yes ; but  not  otherwise. 

8663.  Does  not  that  frequently  happen? — It  occa- 
sionally happens. 

8664.  Only  occasionally? — Yes,  and  then,  of  course, 
you  have  residual  value  in  your  machinery. 

8665.  Is  there  a real  residual  value  if  you  have  to 
move  it — it  is  very  small,  is  it  not? — In  such  a case 
a3  you  are  suggesting,  where  a mine  comes  to  grief 
after  a very  short  life,  there  may  well  be  a real 
residual  value. 

8666.  How  would  you  practically  estimate  the  life 
of  a lead  mine? — The  way  in  which  it  is  actually 
done  is,  of  course,  by  means  of  trial  shafts,  trial  adits, 
and  other  workings.  You  come  to  some  conclusion 
as  to  the  quantity  of,  say,  lead  ore  available;  you 
come  to  some  conclusion  as  to  the  economic  rate  of 
exhaustion,  and  upon  these  data  you  base  your  calcu- 
lation as  to  the  life  of  -the  mine. 

8667.  That  cannot  be  done  until  working  has  been 
going  on  on  the  site  for  a considerable  period? — 
Sometimes  you  have  to  take  risks,  naturally,  but  it 
is  safer  after  work  has  been  done  for  some  time. 

8668.  Would  it  be  necessary  at  intervals  to  re- 
estimate  the  life  of  your  mine? — It  is  not  necessary, 
unless  such  a circumstance  as  the  termination  of  a 
lease  or  anything  of  that  kind  necessitates  it. 

8669.  I do  not  follow? — If  I am  working  a mine 
and  I have  got  five  years’  ore  in  sight,  and  I am 
satisfied  to  go  straight  on  with  it,  why  should  I 
estimate  the  life  of  that  mine? 

8670.  If  you  are  going  to  get  an  allowance  not 
only  for  your  machinery  but  for  the  cost  of  your 
shafts  and  work  of  that  kind  based  upon  a short  life, 
that  is  to  say,  a large  proportion  of  allowance  each 
year,  it  is  very  necessary  to  get  somewhere  near  the 
real  life  of  the  mine,  is  it  not,  or  you  may  be  getting 
a great  deal  too  much? — I am  afraid  I do  not  see 
how  that  can  be.  Assume  that  my  method  is  adopted, 
and  that  you  allow  me  to  deduct  from  my  profits  an 
amount  that  represents  the  yearly  wastage  of  my 
original  asset,  if  I give  the  mine  a short  life  and  the 
mine  is  still  working  after  my  assumed  life  has  come 
to  an  end,  obviously,  there  are  no  more  deductions 
to  make. 

8671.  I thought  that  might  be  your  answer.  You 
would  get  the  whole  return,  only  you  would  get  it 
more  speedily? — Quite  so. 

8672.  Do  you  propose  to  allow  the  return  of  the 
whole  original  capital  invested  in  the  mine? — Yes. 

8673.  Have  you  considered  that  in  other  businesses 
the  original  capital  is  in  great  part  lost? — I know 
a good  many  where  it  is  not. 

8674.  In  great  part,  I say.  You  make  a factory; 
you  put  up  buildings? — Yes. 

8675.  You  do  not  get  back  the  value  of  those  build- 
ings, though  they  wear  out? — You  may  get  them 
back,  of  course.  It  depends  what  you  mean  by  get- 
ting them  back. 

8676.  You  do  not  get  it  allowed  against  your  profits: 
you  have  to  pay  for  it  out  of  your  profits  on  which 
you  pay  tax? — The  difference  is  that  a factory  is 
theoretically,  at  any  rate,  eternal;  there  is  no  reason 
why  a factory  should  ever  cease  operations. 

8677.  There  is  no  reason  why  a building  should  be 
worn  out? — There  is  a reason  why  a building  should 
be  allowed  to  become  worn  out,  but  that,  of  course, 
comes  under  the  heading  of  renewals. 

8678.  Of  buildings? — Yes. 

8679.  Which,  at  present,  are  not  allowed  for? — 
Exactly. 


MINUTES  OF  EVIDENCE. 


425 


30  July , 1919.] 


Professor  Henry  Louis. 


[ Continued . 


8680.  I just  want  to  understand  your  proposition. 
Your  suggestion  is  tliat  the  whole  original  cost  should 
be  allowed  over  a period  of  years? — Yes,  and  may  I 
add,  which  I have  not  done  in  my  proof,  one  of  the 
points  I have  omitted,  namely,  that  together  with 
these  various  items  that  enter  into  capital  outlay  the 
cost  of  securing  the  lease  and  of  putting  down  the 
preliminary  boreholes  should  be  included.  I have  not 
mentioned  those,  and  I should  like  to  be  allowed  to 
add  them  as  part  of  the  capital  outlay. 

8681.  I understood  that  would  go  in  with  the  rest? 

— I did  not  specify  them,  so  I wanted  to  be  allowed 
to  do  so  now.  . 

8682.  Supposing  you  adopted  the  sinking  fund 
method,  I presume  you  do  not  propose  to  limit  the 
mining  company  to  making  an  actual  investment  by 
way  of  sinking  fund.  If  they  choose  to  use  the  money 
which  is  allowed  against  their  profits  as  a contribution 
in  a particular  year  to  the  sinking  fund,  they  could 
claim  it,  whatever  they  did  with  the  money  ? — I should 
like  them  to  be  able  to  claim  it,  but  as  to  whether 
they  ought  to  form  a sinking  fund  or  not,  that  is 
one  of  the  most  difficult  questions  that  I know. 

8683.  Is  it  your  proposition  that,  as  between  the 
company  and  the  Revenue  authorities,  you  get  the 
allowance  without  the  Revenue  authorities  haying  to 
see  that  it  is  invested? — That  is  my  proposition. 

8684.  Or  distributed  to  the  shareholders  ?— That  is 
my  proposition,  but  I repeat  that  it  is  an  exceedingly 
difficult  question. 

8685.  There  is  another  thing  which  prevents  a 
mining  company  buying  new  machinery  or  doing  new 
development  work,  and  that  is,  as  the  mine  is  getting 
old  and  towards  the  end  of  its  life  no  one  is  likely  to 
put  in  new  machinery  or  do  development  work  which 
does  not  offer  a very  good  prospect?— I am  afraid  1 
cannot  entirely  subscribe  to  that  view.  I have  to 
do  with  mines  which  are  a good  deal  over  100  years 
old,  where  we  are  to-day  actually  doing  development 
work  and  putting  down  new  machinery. 

8686.  I did  not  say  anything  about  its  age ; 1 said 
getting  towards  the  end  of  its  life?— We  hope  it  is 
not,  but  you  can  only  maintain  it  in  existence  by 
such  development  work. 

8687.  Sir  J.  Harmood-Banner : Looking,  perhaps, 

to  our  ignorance  of  where  these  mines  are,  can  you 
tell  us  the  localities  where  this  lead  comes  from?— 
The  principal  lead  and  zinc  mines  in  the  country  are 
in  Wales,  in  the  Pennine  Range,  Cumberland  and 
Durham,  and  in  some  of  the  lower  Scotch  Hills— the 
Lead  Hills  district.  . 

8688.  Westmoreland? — There  are  a few  in  West- 

moreland, but  there  is  not  very  much  doing  there 
now ; there  is  a little  there.  . 

8689.  It  requires  a good  deal  of  temptation  to  bring 

anyone  in  now  to  look  for  these  minerals?—  lo-day, 
yes,  a great  deal.  . . 

8690.  In  your  paragraph  3 you  say  every  mining 
concern  should  be  allowed  to  set  aside  annually  a sum 
to  form  a reserve  fund  that  shall  amount  to  the 
original  capital.  That  is,  may  I put  it,  based  on  the 

fact  that  it  is  very  desirable  at  the  present  moment 
to  encourage  in  every  way  home  production  of  British 
minerals?— Precisely  so.  I want  to  put  the  mvestoi 
in  mines  in  this  respect  in  the  same  position  as  the 
investor  in  stocks  or  similar  securities,  where  his 
capital  is  intact  at  the  end  of  a given  period. 

8691.  One  knows  in  Wales  there  are  a great  many 

ventures  of  this  description  which  do  not  turn  out 
satisfactorily.  It  would  be  a considerable  incentive 
in  inducing  people  to  enter  this  production  if  they 
felt  that  they  were  going  to  use  their  profits  to  repay 
their  capital,  and  that  the  venture  would  not  begin 
to  pay  Income  Tax  until  it  had  really  shown  a profit 
to  the  shareholders?— Precisely.  , 

8692.  Mr.  Mcui'ks:  I do  not  want  to  (touch  on  tne 

technical  aspect  of  your  evidence,  but  m reSar(J  ^ 
the  methods  you  state  of  calculating  the  depreciation 
on  the  diminishing  value  of  plant  m your  paragraph 
6 may  I take  you  -through  this  to  see  that  I under- 
stand it  completely?— If  you  please.  , , 

8693.  The  first  one  is  the  usual  mode  of  deductm0 
a percentage  on  the  diminishing  value?— Yes 

8694.  In  the  second  one,  the  amount  wntten  ott 
may  be  the  fixed  ratio  that  is  equivalent  to  taking, 
say,  one  nth  part  of  the  cost  for  n years?— Yes. 


8695.  Sub-paragraph  (c)  is  that  the  amount  written 
off  each  year  may  be  such  as,  together  with  interest, 
shall  amount  to  the  first  cost,  the  amounts  being  equal 
in  each  year? — Yes. 

8696.  That  is  the  annuity  method? — Yes 

8697.  It  is  really  the  sinking  fund  method? — Well, 

I call  (d)  a truer  sinking  fund,  method. 

8698.  Let  us  go  to  sub-paragraph  (d) ; that  is  rather 
what  1 wanted  to  put.  “ The  amount  written  off  each 
year  shall  be  such  that,  together  with  the  interest  upon 
it,  it  shall  amount  to  an  aliquot  part  of  the  first  cost, 
the  sums  of  all  these  amounts,  with  interest,  amount- 
ing to  (the  first  cost.”  That  is  to  say,  as  I read  it, 
you  are  taking  such  a sum  as  with  interest  will  divide 
into  the  original  cost  without  leaving  any  remainder? 
—If  the  mine  lasts  n years  each  sum  shall  with  its 
interest  amount  (to  1/  n of  the  total. 

8699.  That  1/n  would  te  partly  composed  of 
interest  and  partly  composed  of  capital? — Precisely. 

8700.  And  there  would  be  an  equal  amount  of 
interest  and  an  equal  amount  of  capital  in  each 
payment? — Not  necessarily— no,  certainly  not. 

8701.  That  is  what  I want  to  get  at?— In  the  last 
year  you  will  have  no  interest,  and  the  amount 
derived  from  the  first  year  w ill  be  nearly  all  interest. 

8702.  That  is  why  it  seems  to  me  that  your  (c)  and 
(d)  are  really  the  same  ? — No,  they  are  not  the  same, 
(c)  give  you  a linear  equation ; (d)  gives  you  a para- 
bolic curve. 

8703.  Do  you  express  a preference  for  (d)? — Yes, 
because  the  amounts  then  written  off  are  larger  as 
you  go  on. 

8704.  The  point  I really  want  to  get  at  is  that 
you,  with  your  experience,  have  adopted  a method 
which  does  credit  the  sinking  fund  payments^  how- 
ever they  may  be  calculated,  with  interest? — Yes. 

8705.  That  is  to  say,  you  feel  that  these  payments 
should,  if  their  proper  effect  is  to  be  ascertained, 
have  interest  credited  to  them  ? — That  is  my  definite 
feeling.  You  will  no-t  buy  your  machinery  until  the 
end  of  a given  time,  during  which  the  depreciation 
fund  can  accumulate. 

8706.  Mr.  Kerly  suggests  I should  ask  at  what  rate 
—the  same  rate  that  you  assume  in  your  original 
calculation,  or  a smaller  rate? — The  current  rate  for 
gilt-edged  securities. 

8707.  Whatever  that  may  be? — Whatever  that  may 

8708.  And  you  would  accumulate  your  sinking  fund 
at  the  same  rate?— You  obviously  must  accumulate 
at  that  rate ; you  cannot  accumulate  at  a speculative 

' a8709.  But  you  might  accumulate  your  sinking  fund 
at  a lower  rate  than  that  which  you  perhaps  assume 
for  the  interest?— You  necessarily  would,  because 
the  interest  on  your  capital  will  be  at  what  1 call 
a speculative  rate,  which  is  necessarily  higher  whilst 
in  the  other  you  are  putting  aside  other  people  s 
money,  and  you  must  put  it  into  gilt-edged  securities. 

8710.  You  do  presume  that  two  rates  of  interest  will 
be  employed? — Necessarily. 

8711  Mr.  McLintock : In  what  respect  does  the 
present  method  of  calculating  depreciation  on 
diminishing  value  tend  to  hardship  ?— The  present 
method  tends  to  hardship  in  many  ways.  First  ol  ail 
there  is  not  a method,  if  one  may  put  it  in  that  way , 
it  is  more  or  less  at  the  goodwill  of  the  Assessor.  You 
have  various  rates  in  various  parts  of  the  country. 

8712.  Assuming  you  have  an  agreed  rate  from year 
to  year,  in  practice  where  is  the  hardship?— The  hard- 
ship is  this;  that  in  calculating  at  a diminishing  rate 
your  value  can  never  come  to  zero. 

8713.  I agree?— In  the  case  of  the  mines  I am  deal- 
ing with  the  value  does  as  a matter  of  fact  come  to 
zero,  because  when  your  machinery  is  worn  out  it 
frequently  does  not  pay  you  to  lift  it. 

8714.  Take  the  case  of  coal  mining  in  this  country? 

If  I may  interrupt  you,  I have  carefully  excluded 

coal  mining,  because  I am  not  representing  it. 

8715.  Very  well,  I will  not  pursue  that.  In  para- 
graph 7 of  your  proof  you  state  that  taxation  shou 
be  so  adjusted  as  to  encourage  the  scrapping  of  out- 
of-date  machinery  and  its  replacement  by  the  best 
and  most  up-to-date  machinery  ?— Yes. 
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8716.  And  you  are  aware  that  the  taxation  rules 
have  already  provided  for  what  you  ask  there?- — No, 
1 should  hardly  say  that  they  do,  in  my  opinion.  If  I 
read  the  1918  Act  rightly,  obsolescence  for  instance  is 
only  allowed  as  and  when  you  replace  the  old 
machinery. 

8717.  I took  it  that  that  was  your  point? — No, 
that  is  not  my  point. 

8718.  You  are  aware,  of  course,  that  at  present  for 
any  plant  which  is  scrapped,  and  more  up-to-date 
machinery  introduced,  you  get  a full  allowance  at 
present? — Yes,  T am  aware  of  that.  My  argument 
is  that  you  ought  to  be  allowed,  the  moment  you  put 
a new  machine  in,  to  begin  to  put  aside  money  for 
replacing  it.  As  it  is  now  you  are  only  allowed  that 
consideration  after  you  have  in  fact  replaced  it. 

8719.  You  get  an  allowance  for  wear  and  tear 
annually? — But  not  for  obsolescence,  if  I understand 
the  Act  correctly. 

8720.  No.  When  the  obsolescence  has  actually 
taken  place,  and  it  is  replaced,  you  get  the  full 
allowance  in  the  year  in  which  the  expenditure  is 
incurred? — Quite.  I maintain  that  for  the  mining 
interests  the  other  method  is  better.  If  you  are 
allowed  to  put  aside  money  gradually  and  accumu- 
late it  in  readiness  for  replacing  this  machinery  by 
up-to-date  machinery,  a board  of  directors  is  more 
likely  to  do  it  than  if,  for  instance,  they  are  faced 
witii  the  fact  that  they  have  a diminishing  output, 
and  they  would  like  a new  and  improved  dressing 
plant,  and  they  are  called  upon  to  spend  a big  lot  of 
money  in  a year  when  their  revenue  is  falling  they 
are  then  far  less  likely  to  do  that  than  if  they  have 
been  allowed  to  accumulate  the  money  ready  for  doing 
it — that  is  my  argument. 

8721.  Assuming  that  in  the  year  with  the  falling 

revenue,  after  charging  this  loss  on  the  scrapping  of 
the  old  machinery,  they  are  not  liable  for  tax,  they 
are  allowed  to  carry  it  forward  to  the  next  year?— 
They  have  got  to  find  the  money,  though,  quite  apart 
from  the  tax.  1 

8722.  It  is  a question  of  the  financial  aspect  of  it 
that  you  are  considering,  rather  than  the  taxation 
question  ?_I  am  afraid  I cannot  separate  the  two 
very  well. 

8/23.  I suggest  that  they  are  two  separate  pro- 
positions, and  that  there  is  a remedy  at  present  to 
meet  the  point  of  the  hardship  that  you  put  forward  ? 

I agree  that  the  difficulty  has  in  a measure  been 
met  by  the  clause  you  are  referring  to,  but  not  quite 
as  I would  like  to  see  it  met. 

8724.  In  the  case  of  a company  who  have  plenty  of 
money  to  buy  the  new  machine,  there  is  no  hardship  • 
they  do  not  pay  too  much  tax?— Not  if  it  were 
adjusted  on  a proper  basis ; assuming  a proper  basis 
being  allowed,  they  would  not  pay  too  much. 

8725.  Do  you  suggest  the  present  basis  is  not  a 
fair  one. ^ I do;  the  present  basis  of  depreciation  I 
consider  inadequate. 

8726.  Chairman:  You  want  the  depreciation  to  be- 
gin  when  the  machine  is  put  down.  Who  estimates 
tho  life  of  the  machine? — Well,  the  engineer  would 
estimate  the  life.  One  knows  by  experience  what  the 
probable  life  of  a machine  will  be. 

8727.  But  you  would  get  the  Revenue  to  give  you 
so  much  per  annum  up  to  the  point  of  obsolescence, 
would  you  not? — Yes. 

8728.  That  extends  in  some  machines  to  10  or  15 
years.  You  cannot  tell  for  10  or  15  years  whether  the 
machine  would  be  obsolescent?— Obviously,  I cannot 
tell  to-day  whether  an  improved  machine  may  not  be 
brought  out  next  year  that  may  make  -my  present 
machinery  useless. 

8729  Therefore,  how  could  you  arrange  with  the 
Inland  Revenue  to  give  you  a basis;  there  is  no  real 
basis.  One  can  only  arrive  at  approximation. 

8730.  That  is  all? — We  are  dealing  with  mining, 
and  as  I have  once  or  twice  pointed  out,  all  problems 
in  mining  are  problems  in  probabilities;  we  can  only 
approximate  to  them. 

8731.  Mr.  McLintock:  You  might  put  it  in  this 

waY-  YoU  W1S^  a rate  agree<3  at  the  beginning? Yes. 

8732.  And  the  owner  of  the  plant  takes  the  risk  of 
loss  by  obsolescence? — Yes. 

8733.  And  you  give  up  the  present  right  you  possess 
to  claim  the  whole  <if  the  obsolescence  or  loss  as 


and  when  it  is  incurred? — Yes,  that  is  what  I should 
like  to  see.  I should  like  to  see  an  adequate  rate 
based  on  experience  and  worked  out  according  to  that 
method  in  paragraph  6 ( d ). 

8734.  You  are  no  better  off  from  a taxation  point 
of  view  at  the  finish,  and  you  may  be  worse  off? — 
Conceivably,  you  might  be. 

8735.  You  have  known  of  a great  many  mining 
undertakings  having  changed  hands? — Yes. 

8736.  Being  sold? — Yes. 

8737.  And  substantial  profits  made  on  the  sale  of 
the  undertaking? — Yes,  1 have  known  that  happen. 

8738.  Owing  to  the  valuation  placed  on  the  plant 
being  considerably  higher  than  even  its  written  down 
Income  Tax  value  would  be? — I have  known  cases  of 
this  occurring. 

8739.  Do  you  not  think  on  the  whole  that  it  is 
fairer  from  a taxation  point  of  view  to  give  you  your 
loss  as  and  when  it  is  incurred? — I do  not  think  it 
is  so  convenient  for  the  mine. 

8740.  And  eliminate  the  chance  of  gain  or  loss  as 
the  case  might  be? — My  opinion  is  that  it  is  not  so 
convenient  for  the  mine.  I should  prefer  the  other 
method  myself ; 1 admit  it  is  a matter  of  opinion. 

8741.  Sir  E.  Nott-Bower : In  sub-paragraph  ( d ) of 
paragraph  6 you  say,  “ The  amount  written  off  each 
year  shall  be  such  that,  together  with  interest  upon  it, 
it  shall  amount  to  an  aliquot  part  of  the  first  cost,  the 
sums  of  all  these  amounts,  with  interest,  amounting  to 
the  first  cost.”  Then  in  tho  seventh  paragraph  you 
say,  “ In  the  last  method  the  deductions  are  greatest 
towards  the  end  of  the  life  of  the  plant,  which 
corresponds  best  with  the  actual  facts.”  This  is  a 
sinking  fund  method,  is  it  not?— Yes,  that  is  a 
sinking  fund  method. 

8742.  In  answer  to  a question  by  Mr.  Marks  I 
understood  you  to  say  that  the  first  payment  of  the 
sinking  fund  would  be  nearly  all  interest?— May  I 
ask,  sir,  have  you  noticed  that  paragraph  4 refers  to 
capital  outlay  and  paragraph  5 to  depreciation  of 
current  and  renewable  plant;  the  two  are  not  oom- 
parable  precisely. 

8743.  I am  referring  to  sub-paragraph  (d)  of  para- 
graph 6? — I beg  your  pardon. 

8744.  I expect  I am  wrong,  and  Captain  Pretyman 
tells  me  I am  wrong,  but  I thought  that  under 
sub-paragraph  (d)  what  you  contemplated  was  that 
you  would  set  aside  out  of  your  business  profits  in 
the  first  year  and  any  other  year  a sum  which  if 
accumulated  at  a given  rate  of  interest  would  at 
the  end  of  the  life  of  the  estate  reproduce  the  capital 
slink  in  the  estate? — Yes,  that  is  right — the  sum 
of  those  annua]  payments  plus  interest. 

8745.  Now  assuming  you  sank  a lot  of  capital  in 
sinking  a shaft,  and  assuming  you  estimate  the  life 
of  that  shaft — would  30  years  be  a possible  time? 

I do  not  know  anything  about  lead  mining.  The  life 
of  a shaft  might  or  might  not  be  30  years? — That  is 
quite  a possible  figure. 

8746.  If  you  sank  £20,000  in  sinking  a shaft,  at 
the  end  of  30  years  the  shaft  then  ceases  to  be  useful 
and  no  more  minerals  may  be  got?— It  may  havo  a 
negative  value,  if  by  your  lease  you  are  bound  to 
spend  money  in  filling  it  up  or  fencing  it  off. 

8747.  You  want  in  the  course  of  that  30  years  a 
tUQ^ot0oeplaC6  the  caPitaI  that  has  gone?— Yes. 

8748  On  a sinking  fund  basis.  If  you  paid 
annually  to  a sinking  fund,  set  aside  out  of  your 
profits  so  much,  and  accumulated  that  at  compound 
interest,  it  would  produce  at  the  end  of  the  period 
a sum  equal  to  the  capital  lost?— Yes. 

8749  Would  you  be  satisfied  with  an  allowance 
limited  to  the  amount  that  you  set  aside  annually 
out  ot  the  business  profits  which  during  the  30  years 
of  course  would  amount  to  considerably  less  than 
the  capital  lost,  or  would  you  want  in  addition  a 
further  allowance  equal  in  agreeing  interest  on  the 
fund  You  are  now  dealing  with  the  replacement  of 
original  capital  ? 

8™.  Yes,  an  allowance  to  replace  the  original 
capital.— It  is  rather  a difficult  point.  I think  at 
first  sight  that  the  equities  would  be  sufficiently  met 
it  at  the  end  of  say  30  years,  or  whatever  the  life 
mfrn  • y?U  have  accumu^ated  with  interest  a sum 
sufficient  to  replace  the  original  capital.  What  I 
wish  to  do  is  to  see  the  investor  in  a mine,  as  I said 
before,  in  the  same  p isition  as  the  investor  in  stocks 
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or  Bhares,  who  at  the  end  of  the  period  of  investment 
has  his  original  capital  intact. 

8751.  If  you  form  a sinking  fund  and  invest,  have 
you  taken  into  account  that  you  would  have  to  pay 
Income  Tax  on  the  accumulated  interest?— I take  it 
you  would  not  have  to ; that  is  your  capital ; that 
is  a replacement  of  capital. 

8752.  Supposing  you  are  building  up  a sinking  fund 
and  you  invest  money  and  you  receive  the  interest 
on  it;  surely  you  will  receive  the  interest  less  Income 
Tax? — In  that  case  you  would  have  to  calculate  a 
rate  of  interest  less  Income  Tax  in  determining  what 
annual  payments  will  amount  to  the  original  capital. 

8753.  And  in  that  case  you  would  have  to  make  a 
larger  payment  into  the  sinking  fund? — Quite  so. 

8754.  And  that  larger  payment  would  simply  repre- 
sent the  Income  Tax  on  the  accumulated  interest? — 
It  would  represent  the  Income  Tax  on  that  portion  of 
the  capital  which  you  are  accumulating  for  the  life 
of  your  mine. 

8756.  So  that,  in  consequence  of  the  liability  to 
Income  Tax  of  the  sinking  fund,  instead  of  paying 
£x  a year  into  the  sinking  fund  you  would  have  to 
pay  £x  plus  £y? — Yes. 

8756.  And  if  you  got  the  allowance  of  £x  plus  ti/ 
you  would  be  satisfied? — Yes,  I think  so.  I think 
that  would  be  equitable. 

8757.  Mr.  Pretyman : Is  not  the  allotment  of  a sum 
which  with  compound  interest  is  going  to  produce 
within  a certain  period  of  years  the  original  capital 
rather  a theoretical  than  a practical  proposition  m 
a sense?  Is  it  not  very  difficult  to  invest  money 
practically  so  that  it  is  going  to  accumulate  at  com- 
pound interest  ? — I do  not  think  so ; I personally  do 
not  see  the  difficulty. 

8758.  But  then  it  has  to  pay  Income  Tax?— In  that 

case  you  would  have  to  allow  that  in  your  calcula- 
tions.  . 

8759.  You  get  the  extra  sum  to  cover  it?— Yes. 

8760.  On  the  point  of  whether  this  allowance  should 
be  made  whether  the  accumulation  of  capital  takes 
place  or  not,  do  you  not  think  that  it  is  desirable 
that  an  allowance  should  be  made  for  an  actual  re- 
placement of  capital  rather  than  for  an  imaginary 
one? — I have  a very  open  mind  on  that  point;  I have 
known  it  argued  both  ways.  Personally  I should  like 
to  see  the  actual  accumulation  made.  On  the  other 
hand,  I have  repeatedly  known  mining  shareholders 
who  have  said,  “ No.  If  you  accumulate  this  money 
you  must  put  it  into  gilt-edged  securities  bringing 
in  4 or  5 per  cent.  Pay  it  out  and  let  me  have 
it  in  my  own  business  where  I can  make  15  or  20  per 
cent,  out  of  it.”  As  a technical  man  responsible  for 
the  maximum  life  of  a mine,  I very  much  prefer  to 
see  the  sinking  fund  formed,  which  gives  me  some- 
thing to  fall  back  upon  in  the  case  of  accidents  or 
of  bad  years. 

8761.  Is  it  not  more  in  consonance  with  your  ori- 
ginal proposition  that  they  should  be  put  in  the  same 
position  as  people  who  have  their  original  capital 
unchanged? — I think  it  is. 

8762.  They  could  not  use  their  original  capital  in 
the  way  that  is  suggested? — No,  they  could  not. 

8763.  And  that  would  give  them  an  advantage  that 
is  not  given  to  the  ordinary  shareholder  where  the 
capital  remains  intact? — Quite  so. 

8764.  In  the  case  of  machinery,  does  not  the  same 
thing  apply  to  some  extent?  You  rather  suggested 
that  the  allowance  should  be  made  at  a rate  which 
was  calculated  over  a term  of  years  to  cover 
obsolescence,  and  that  that  would  be  better  than  the 
present  system  of  allowing  the  actual  sum  when 
obsolescence  does  occur? — Yes. 

8765.  You  thought  that  would  be  rather  an  incen- 
tive to  renewals? — Yes. 

8766.  But  would  it  cut  exactly  the  other  way? — I 
do  not  think  so. 

8767.  Is  it  not  human  nature  that  when  the  mine 
owners  have  got  a sum  on  which  Income  Tax  has 
been  allowed  there  is  no  particular  incentive  to 
spend  it,  but,  on  the  other  hand,  if  they  have  got 
the  obsolescent  machinery  and  they  are  only  going  to 
get  the  allowance  if  they  do  spend  the  money,  there 
would  surely  be  more  inducement  to  spend  the  money 
and  get  the  allowance  than  there  would  be  to  spend 
the  money  when  they  have  already  got  the  allowance? 
— I do  not  think  so,  because  in  one  case  they  are 


spending  money  they  have  got,  and  in  the  other  case 
they  may  want  to  spend  money  they  have  not  got. 
If  you  are  dealing  with  a wealthy  company  with  a 
big  reserve  fund  there  would  be  a great  deal  in 
what  you  say. 

8768.  Mr.  Marks:  May  I suggest  that  Professor 
Louis  should  be  kind  enough  to  put  his  suggestions  (c) 
and  ( d ) either  algebraically  or  graphically,  or  both? — 

I will  be  very  pleased  to  send  them  in.  [See 
Appendix  No.  21.] 

8769.  If  you  will  be  so  kind? — I have  not  got  them 
with  me,  but,  as  a matter  of  fact,  I have  got  them 
worked  out.  May  I add  one  or  two  points? 

8770.  Chairman:  Yes? — One  of  the  points  I wished 
to  draw  attention  to  was  with  regard  to  the  present 
method,  of  paying  Income  Tax  on  royalties.  At  pre- 
sent, as  you  know,  a mining  company  pays  Income  Tax 
on  an  average  of  its  five  years’  gross  revenue,  by 
which  I mean  profit  plus  the  royalty  which  it  pays 
to  the  royalty  owner,  and  then  the  proportion  of  the 
tax  paid  on  royalty  is  deducted  for  that  year.  That 
operates  very  hardly  against  the  mine  owner.  If  he 
is  faced,  as  he  may  be,  with  a very  large  royalty,  cases 
may  arise,  and  do  arise,  especially  in  the  hematite 
mining,  where  the  total  amount  of  the  royalty  exceeds 
the  average  of  the  profits  of  the  preceding  five  years, 
so  that  the  unfortunate  mine  o,wner  is  actually  called 
upon  to  pay  tax  on  a larger  sum  of  money  than  the 
average  of  his  five  years’  income. 

8771.  Mr.  McLintock : Does  he  not  deduct  the  tax 
from  the  royalty  before  he  pays  it? — He  deducts  the 
tax  from  the  royalty,  but  meanwhile  he  has  to  pay 
tax  on  a bigger  sum. 

8772.  Only  if  the  tax  on  the  profits  exceeds  the 
royalty? — No,  if  the  royalty  exceeds  the  profits. 

8773.  Then  he  has  kept  the  tax  on  the  royalty? — 
But  meanwhile  he  has  paid  the  money  out,  and  it 
operates  adversely  in  calculating  a five  years’  average. 
I am  very  strong  on  the  view  that  this  method  which 
I am  referring  to  of  causing  the  mine  proprietor  to 
pay  taxes  on  royalty  is  unfair.  Tho  Income  Tax 
Commissioners  have  throughout  treated  royalty  as 
rental,  and  therefore  have  taxed  it  at  its  source.  1 
hold  very  strongly  that  royalty  is  not  rental.  It  is 
payment  for  unsevered  ores,  and  I maintain  that  the 
mine  proprietors  in  regard  to  royalty  are  in  precisely 
the  same  position  as  the  blast  furnace  manager  who 
buys  ores.  In  one  case  the  unsevered  ore  is^  the 
crude  material  purchased,  and  in  the  other  case  the 
severed  ore  is  the  crude  material  purchased,  and  1 
hold  that  in  both  cases  the  purchase  price  of  ore, 
whether  severed  or  unsevered,  should  be  deducted 
before  profits  are  calculated  and  before  Income  Tax 
is  paid  upon  them. 

8774.  Mr.  Kerly : Apart  from  the  extraordinary 
things  you  have  just  put,  what  harm  does  it  do  a 
mine  proprietor  if  he  pays  his  Royalty  in  part  to  the 
Revenue  and  in  part  to  the  royalty  owner? — It  is  an 
inconvenience. 

8775.  In  what  way? — He  may  be  out  of  his  money 
for  some  time. 

8776.  No,  he  only  pays  at  the  time.  I must  have 
misunderstood  you,  because  it  strikes  me  in  this  way : 
he  has  got  to  pay  £1,000  royalty.  Instead  of  paying 
£1,000  royalty  he  pays  some  of  it  in  tax,  not  his  tax. 
but  the  royalty  owner’s  tax,  to  the  Revenue,  and 
he  pays  the  balance  to  the  royalty  owner.  Is  the 
point  that  he  has  to  make  these  payments  at  different 
periods? — Yes,  he  may  be  losing  interest  on  that 
money  for  six  months. 

8777.  Mr.  McLintock:  He  loses  the  interest?  Tho 
man  who  works  the  mine  pays  his  fixed  rent,  and 
keeps  the  tax  off  the  landlord? — Yes 

8778.  The  probability  is  that  he  keeps  that  tax  in 
his  possession  for  some  time  before  he  hands  it  over 
to  the  Revenue? — He  may,  or  it  may  be  the  other 
way  about. 

8779.  As  a general  rule,  he  does? — Very  frequently, 
he  does,  I agree. 

8780.  Where  is  the  hardship? — In  the  case  you  have 
named  it  is  a hardship  on  the  royalty  owner. 

8781.  I put  it  to  you  in  the  general  case?— In  that 
case  it  is  a hardship  on  the  royalty  owner  ; it  is  not 
equitable,  and  may  be  a serious  injustice  if  the  rate 
of  taxation  lias  varied  in  the  five  years. 
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8782.  Chairman : I do  not  think  that  is  a very 
serious  matter? — It  is  really  an  important  matter, 
and  it  is  one  that  really  is  worth  considering.  It 
can  be  met  in  two  ways,  either  as  I suggest,  looking 
upon  royalty  as  a deduction  from  working  costs,  which 
I maintain  it  should  be,  or  another  way  would  be  to 
give  the  mine  proprietor  the  option  of  paying  on 
his  previous  year’s  profits  instead  of  on  the  average 
of  five  years.  An  ironworks  owning  an  iron  mine 


always  pays  on  the  basis  of  the  preceding  year’s 
profits,  even  in  respect  of  such  profits  as  are  derived 
from  the  mine. 

8783.  What  percentage  of  profits  usually  in  the  last 
five  years  have  these  concerns  earned  ? — It  is  so 
variable,  I would  not  like  to  give  you  a figure. 

8784.  Have  they  come  out,  on  an  average,  to  15 
per  cent? — I should  say  so;  I should  think  they  are 
quite  that. 


Mr.  R.  F.  Cholmeley,  on  behalf  of  the  Incorporated  Association  of  Head  Masters,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief:  — 

8785.  (1)  On  behalf  of  the  Incorporated  Associa- 
tion of  Head  Masters  I desire  to  support  the  pro- 
posals of  the  Board  of  Education,  viz.:  — 

(1)  that  the  relief  granted  in  respect  of  children 

should  be  continued  beyond  the  age  of  16 
for  those  still  in  full  time  attendance  at 
schools  or  places  of  higher  education,  recog- 
nized by  the  Board  of  Education  as  effi- 
cient, 

(2)  that  the  relief  in  respect  of  school  attendance 

should  be  graduated  from  the  age  of  14 
onwards,  so  as  to  increase  with  the  age  of 
the  student, 

(3)  that  the  relief  should  be  granted  without 

restrictions  as  to  the  income  of  the  parents. 

8786.  (2)  If  the  relief  now  granted  in  respect  of 
children  aged  14  to  16  who  are  not  in  attendance  at 
school  remains  at  its  present  figure,  it  seems  reason- 
able that  the  relief  for  those  who  are  at  school  should 
be  £50  for  the  same  period.  After  that,  graduation 
should  proceed  on  some  educational  basis.  The  age 
of  16  marks  a stage  at  which  far  too  many  children 
leave  school,  often  for  no  better  reason  than  that 
their  parents  cannot  afford  to  allow  them  to  stay 
longer ; the  final  stage  in  secondary  education  corres- 
ponds roughly  to  the  period  from  16  to  18,  and  for 
this  an  additional  relief  in  respect  of  £25  is  sug- 
gested; the  normal  university  or  higher  technical 
institution  requires  three  years  after  the  age  of  18. 
and  an  additional  £25  should  be  allotted  to  the  period 
18-21.  In  not  a few  cases,  however,  and  those  the 
most  important  from  the  point  of  view  of  national 
efficiency,  higher  education  in  definitely  organised 
educational  institutions  is  continued  for  3 or  4 years 
longer,  and  it  is  desirable  that  a further  additional 

[ This  concludes  the 

8788.  Chairman:  We  have  had  witnesses  from 

the  Board  of  Education  and  some  of  your  points 
have,  therefore,  already  been  dealt  with? — Yes. 

8789.  We  have  all  a copy  of  your  evidence-in-chief, 
and  we  thoroughly  understand  what  you  want  to 
suggest  to  the  Commission.  Having  your  paper 
before  us,  the  Commissioners  will  probably  ask  you  a 
few  questions  arising  out  of  your  statement. 

8790.  Mr.  Pretyman : You  advocate  these  allow- 
ances principally  in  the  interest  of  cheaper  educa- 
tion?— Yes. 

8791.  How  far  do  you  propose  to  carry  these  allow- 
ances up  in  the  scale  of  Income  Tax  payers? — I 
should  carry  them  all  the  way. 

8792.  Would  you  apply  that  to  other  allowances 
as  well?  You  know  at  present  that  £2,500  is  the 
limit  for  “ earned  ” as  against  “ unearned  ” income. 
There  are  various  kinds  of  allowances,  earned  as 
against  unearned,  for  wife,  children,  and  so  on,  and 
ait  present  those  allowances  only  operate  below  a 
certain  income? — Yes. 

8793.  You  would  propose  to  carry  this  up  through 
all  grades  of  income,  would  you? — Yes,  I think  I 
should.  In  fact  I was  thinking  over  that  very  point 
as  I came  along.  What  I should  like  to  see  would  be 
not  only  those  allowances  carried  up,  but  I should 
like,  if  possible,  that  it  should  be  insisted  upon  that 
people  apply  for  them. 

8794.  How  do  you  mean,  “ insisted  upon  that 
people  should  apply  for  them”?  Do  you  mean  that 
you  would  compel  people  to  qualify  for  them  by 
pending  their  clrldren  to  school  up  'to  the  ng-j  yoii 


relief  of  £25  should  be  granted  for  the  age  21-25. 
The  scale  would  then  run,  as  suggested  by  the  Board 
of  Education:  — 


14-16  (not  at  school) 

...  £25 

14-16  (at  school) 

...  £50 

16-18  „ 

...  £75 

18-21  „ 

...  £100 

21-25  „ 

...  £125 

8787.  (3)  These  proposals  may  be  regarded  as  em- 
bodying an  extension  of  the  principle  already  recog- 
nized in  two  cases  : — 

(«)  the  relief  already  granted  in  respect  of  Life 
Assurance  premiums; 

(5)  the  recommendation  of  a Select  Committee 
of  the  House  of  Commons  in  January, 
1915,  with  respect  to  separation  allowances, 
as  follows : — 

“ Payments  of  allowances  and  pensions 
in  respect  of  children  should  in  all  cases 
continue  until  the  age  of  16  years,  and 
may  be  continued  above  that  age  on  the 
recommendation  of  the  Local  Education 
Authority  in  the  cases  of  apprentices 
receiving  not  more  than  nominal  wages  or 
of  children  being  educated  at  ‘ secondary  ’ 
schools,  technical  schools,  or  universities.” 

We  support  these  proposals  because  we  believe  that 
the  efficient  bringing  up  of  children  is  a matter  of 
supreme  importance  to  the  nation,  and  because  our 
experience  convinces  us  that  the  relief  now  asked 
for  would  produce  an  effect  not  to  be  measured  merely 
by  the  amount  of  money  involved : at  the  same  time 
we  submit  that  if  these  proposals  are  adopted  the 
incidence  of  the  Income  Tax  will  be  brought  into 
closer  agreement  with  the  principle  that  the  best 
scheme  of  taxation  is  that  which  answers  most  nearly 
to  the  ability  of  the  taxpayer  to  contribute  from  the 
income  which  is  actually  at  his  disposal. 
evidence-in-chief .] 

state,  21  or  25?  WTould  you  compel  everybody  to 
send  their  children  to  school  up  to  25  in  order  to 
qualify  for  that  exemption? — No,  that  is  not  quite 
what  I mean.  I thought  that  if  their  children  were 
being  educated  up  to  that  age  they  should  apply 
for  the  allowance,  whatever  their  income  was. 

8795.  Do  you  mean  they  should  be  hound  to  apply, 
whether  they  wanted  to  or  not? — I know  that  may 
bo  impracticable,  but  a schoolmaster  has  to  be  an 
idealist  in  some  respects.  That  is  what  I should  like 
to  see,  and  I think  it  would  do  a lot  of  good. 

8796.  We  have  already  had  these  questions  before 
us,  and  I really  do  not  think  I need  ask  you  any- 
thing further  on  this. 

8797.  Mrs.  JLnowles:  Would  you  give  the  allowance 
for  children  between  14  and  16  if  they  were  earning 
money  already?  You  make  an  allowance  for  children 
14  to  16,  not  at  school,  £25.  Supposing  they  were 
boys  working  in  a coal  mine  earning  good  money, 
would  you  still  make  their  parents  an  allowance  of 
£25  a year? — I do  not  know  that  I should  object  to 
that  now,  but  I should  regard  it  as  a great  pity  if 
it  were  made  a permanent  arrangement. 

8798.  Surely  if  the  child  is  earning  you  would  not 
make  an  allowance  of  £25  to  the  parents? — I should 
not  .if  I could  possibly  help  it.  I am  only  thinking 
that  at  present  it  might  be  difficult  to  insist"  upon 
what  I should  like  to  see. 

8799.  Then  supposing  the  child  had  an  income  of 
its  own,  would  you  still  make  the  parents  an  allow- 
ance for  it?— I think  not. 
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8800.  You  do  not  say  so  here? — No,  I confess  I had 
not  thought  of  the  case  in  which  the  ohiild  had  an 
income  of  its  own. 

8801.  But  there  are  many  cases  where  people  insure 
for  rtheir  children’s  education,  and  begin  to  take  it 
out  when  they  are  14  or  15,  or  whatever  the  age 
is,  to  send  them  to  college? — Yes. 

8802.  People  put  money  into  War  Savings  Certifi- 
cates, for  instance,  in  their  children’s  name,  and 
take  out  £500  or  whatever  the  amount  may  be,  they 
have  not  paid  tax  on  it,  and  do  not  intend  to ; would 
you  in  that  case  give  an  allowance? — I have  not 
thought  of  that  case. 

8803.  I have  done  it  myself;  I have  put  £500  in 
War  Savings,  and  intend  to  take  it  out.  Do  you 
propose  to  give  me  a £50  allowance,  or  whatever  it 
is? — After  all,  you  have  refrained  from  using  that 
income;  it  has  not  been  available  income. 

8804.  But  I have  not  paid  Income  Tax  on  it;  it 
is  just  accumulating.  Would  you  still  give  me  the 
allowance? — I do  nob  think  I should. 

8805.  There  are  lots  of  cases  like  that.  I know 
heaps  of  them,  that  either  insure  or  take  out  War 
Savings  Certificates? — Yes. 

8806.  There  are  many  cases  in  which  children  have 
money  left  to  them  by  aunts  and  godmothers  and 
people  of  that  kind.  You  would  not  grant  the 
allowance  for  a child  with  money ; that  is  my  point  ? — 

I am  looking  at  it  from  the  point  of  view  of  the 
parents’  available  income. 

8807.  But  this  is  not  the  parents’  income;  it  is 
the  child’s  income? — It  is  not  the  parents’  income, 
and  therefore  it  would  not  come  under  my  suggestion. 

8808.  It  would  relieve  the  parents,  because  they 
could  use  that  money  for  the  child’s  education? — Yes. 

8809.  What  kind  of  children  do  you  think  would 
get  an  education  between  21  and  25?  Of  course,  they 
are  not  children  at  21.  What  kind  of  men  or  women 
would  get  an  education  at  that  age? — Young  persons 
is  what  the  Board  of  Education  calls  them,  I think. 

8810.  Chairman:  From  what  class  do  they  come, 
Mrs.  Knowles  means? — They  would  be  the  kind  of 
boys  whom  I,  for  instance,  am  engaged  in  educating, 
and  they  might  be  the  sons  of  anybody,  from  a railway 
porter  to  a professional  man. 

8811.  Mrs.  Knowles:  Surely  they  finish  with  a 
university  at  21  or  22?— Well,  I put  25  because  there 
are  so  many  cases  (I  have  had  cases  of  my  own)  where 
a post-graduate  course  is  of  enormous  importance. 
Take,  for  instance,  a boy  or  a girl  who  has  gone  to 
Cambridge  and  has  been  intending  to  enter  the 
medical  profession.  I do  not  think  there  would  be 
many  cases,  but  I think  it  would  be  a great  pity  to 
put  the  age  lower.  However,  I think  the  Chancellor 
has,  as  a matter  of  fact,  taken  away  the  age  limit. 

8812.  Chairman:  Yes,  that  is  the  case?— My  point 
is  mainly  upon  the  increase  of  the  allowance. 

8813.  Mrs.  Knowles : Supposing  these  boys  or  girls 
had  a good  scholarship  to  go  on  doing  research  work 
— the  Carnegie  Scholarship,  for  instance — would  you 
still  make  your  allowance  of  £125?— No, . I should 
not.  I should  be  in  favour  of  making  it  strictly 
an  allowance  commensurate  to  the  degree  in  which 
the  parent  would  be  deprived  of  what  would  other- 
wise be  available  income. 

8814.  In  a case  where  the  child  had  money  of  its 
own,  or  where  the  child  had  a scholarship,  you  would 
not  make  this  available? — No,  I would  not,  if  the 
scholarship  entirely  relieved  the  parent. 

8815.  Sir  Warren  Fisher : You  say  that  the  Chan- 
cellor has  removed  the  age  limit.  Are  not  there  con- 
siderable differences  between  your  scheme  and  the 

• one  that  has  been  passed  by  the  House  of  Commons? 
Is  not  there  an  income  limit  under  the  existing  law  ? — 
Yes;  it  is  only  the  age  limit  that  he  has  removed. 

8816.  Under  the  existing  law  there  is  an  allowance 
considerably  less  than  the  figures  you  quote? — Yes. 

8817.  When  you  get  to  figures  as  high,  as  you 
suggest,  I suppose  you  would  agree  that  it  is  an 
indirect  form  of  State  assistance? — Yes.  I suppose 
whenever  the  State  refrains  from  taking  my  money 
it  is  to  that  extent  assisting  me. 

8818.  Would  you  not  get  a more  scientific  result  if 
you  had  open  grants  adjusted  to  the  needs  of  par- 


ticular cases? — You  mean  not  in  connection  with 
Income  Tax  at  all? 

8819.  Nothing  to  do  with  taxation,  but  grants? — 
Well,  I do  not  know. 

8820.  I suggest  to  you  that  if  a man  is  a Super-tax 
payer,  he  would  get  more  relief  under  your  scheme 
than  a man  who  is  paying  Income  Tax  at  the  lowest 
earned  rate? — Yes. 

8821.  Although  he  is  the  person  who  needs  least 
relief  ? — I am  afraid  I do  not  quite  understand  how 
he  would  get  more  relief. 

8822.  Because  he  gets  £125  free  of  Income  Tax  and 
Super-tax  combined,  let  us  assume  at  7s.  in  the  £, 
and  the  other  man  gets  £12-5  at  2s.  3d.  ? — He  would  be 
relieved  of  his  Super-tax  on  it. 

8823.  And  Income  Tax  at  the  highest  rate? — Yes. 

8824.  In  other  words,  the  relief  would  be  the  greater 
the  greater  the  parents’  income? — Yes. 

8825.  Would  you  not  avoid  that  anomaly  if  you 
advocated  direct  State  aid  instead  of  indirect  State 
aid? — State  aid  for  everybody  who  wanted  to  go  to 
the  University? 

8826.  Direct  as  distinct  from  indirect  State  aid? — 
Well,  perhaps  you  w'ould.  I admit  that  I have  not 
perhaps  taken  sufficient  interest  in  the  Super-tax 
payer. 

8827.  But  take  the  Income  Tax  payer  at  6s.  in  the 
£ ; another  man  pays  at  2s.  3d.  in  the  £.  Under  your 
scheme  the  person  who  pays  6s.  in  the  £ would  get 
more  relief  than  the  person  who  pays  2s.  3d.  in  the 
£? — Yes,  he  would. 

8828.  Mr.  Bowerman : You  are  really  dealing  with 
the  question  more  from  an  educational  point  of  view 
than  from  the  point  of  view  of  the  needs  of  the 
country  financially? — Yes.  I am  thinking  of  it  as  a 
very  considerable  stimulus  to  the  kind  of  parent  that 
I have  most  to  deal  with,  who  is  hesitating  as  to 
whether  he  or  she  can  possibly  let  the  children  go 
on  and  be  further  educated. 

8829.  Would  not  the  point  raised  by  my  colleague 
just  now  with  regard  to  a State  subsidy  for  educa- 
tional purposes  meet  your  point? — I think  it  might. 
The  advantage  of  the  Income  Tax  is  that  it  hits  every- 
body. If  you  could  give  a State  subsidy  that  would 
also  apply  to  everybody  I suppose  as  an  educator  I 
should  be  satisfied. 

8830.  I ask  you  this  question,  upon  which  your 
opinion  will  be  valuable.  Would  you  favour  a State 
scheme  of  education  up  to  the  University? — For  every- 
body ? 

8831.  For  everybody?— I have  always  found  it  diffi- 
cult to  make  up  my  mind  about  that.  I have  found 
in  so  many  cases  that  the  fact  that  the  parents  are 
making  an  effort,  and  a successful  effort,  to  get  their 
children  educated  has  been  a great  joy  to  them.  If  I 
could  avoid  State  subsidy  to  everybody  I would. 

8832.  As  a principle  could  you  express  an  opinion 
on  it? — That  is  the  nearest  approach  that  I can  get 
to  a principle  about  it. 

8833.  Do  you  suggest  that  Income  Tax  payers  are  not 
claiming  the  allowances  they  can  now  get  for  their 
children? — Oh  no,  I did  not  mean  that. 

8834.  You  Spoke  about  exercising  compulsory 
powers? — I was  thinking  of  the  argument  that  the 
rich  man  did  not  need  it,  and  T said  that  I should 
rather  like  to  see  the  rich  man  made  to  apply  for  it. 
There  again  I am  speaking  as  an  educator,  because  I 
think  it  would  make  him  take  more  interest  in  educa- 
tion. 

8835.  Do  you  think  there  is  need  for  compulsion  so 
far  as  rich  people  are  concerned? — In  the  case  of  what 
would  be  a comparatively  small  sum? 

8836.  Do  you  think  so?— I do  not  know  them  very 

well.  . 

8837.  Mr.  Marks:  One  point  is  not  quite  clear  to 
me.  You  say  in  paragraph  3 of  your  proof  : “ These 
proposals  may  be  regarded  as  embodying  an  exten- 
sion of  the  principle  already  recognized  in  two  cases.” 
The  first  one  is  the  only  one  I am  concerned  with, 
“ relief  already  granted  in  respect  of  Life  Assur- 
ance premiums.”  It  is  not  clear  to  me  what  analogy 
there  is  between  the  two  cases  of  allowance  for  children 
and  allowance  in  respect  of  Life  Assurance  premiums? 
— I think  all  I meant  was  that  both  of  them  were 
thought  to  be  a kind  of  respectable  thing  to  do. 

8838.  To  educate  the  children? — To  educate  your 
children  and  to  provide  for  the  future  by  insurance. 
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Mr.  William  George  Rayner,  called  and  examined. 

Proof  of  evidence-in-chief  to  be  submitted  on  behalf  of  the  Society  of  Incorporated  Accountants  and  Auditors  by 
Mr.  William  George  Rayner,  Past  President  of  the  firm  of  Messrs.  W.  G.  Rayner  & Co.,  Incorporated 
Accountants,  12-14,  Arthur  Street,  London,  E.C. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief:  — 

Schedule  A. 

8839.  (1)  The  present  scale  of  deduction  for  repairs 
should  be  increased.  The  view  is  expressed  that 
one-fifth  should  be  substituted  for  one-sixth. 

(2)  Gross  assessment  at  present  allowed  in  the 
case  of  mills  and  factories  under  section  24  (4)  of 
the  Finance  Act,  1918,  should  be  extended  to  all 
business  premises. 

Schedule  B. 

8840.  (1)  The  present  method  of  assessment  of 
farmers  should  be  abolished,  substituting  therefor 
assessment  under  Schedule  D,  supported  by  proper 
accounts  duly  certified. 

Schedule  C. 

8841.  See  under  Schedule  D,  paragraphs  (4)  and  (5). 

Schedule  T). 

8842.  (1)  There  should  be  statutory  obligation  on 
all  traders  to  keep  accounts. 

(2)  The  present  system  of  taking  a three  years’ 
period  as  the  basis  of  assessment  should  be  abolished, 
and  the  income  of  the  last  completed  year  be  sub- 
stituted as  the  basis  of  assessment.  Losses  to  be 
carried  forward  and  allowed  out  of  profits  of  subse- 
quent years. 

(3)  The  present  system  of  relief  by  exemption, 
graduation,  and  differentiation  is  cumbersome,  and 
should  be  simplified.  Suggestions  have  been  made  for 
the  substitution  of  a graduated  Income  Tax  on  a 
similar  basis  to  that  at  present  employed  in  assessing 
Super-tax. 

(4)  It  is  suggested  that  deduction  of  tax  at  the 
source  should  be  abolished ; hardship  is  caused  by 
the  fact  that  a large  number  of  cases  for  repayment 
of  tax  arise,  many  taxpayers  not  being  aware  that 
they  are  entitled  to  relief.  In  this  event  it  would 
be  necessary  to  ensure  that  returns  of  income  were 
obtained  from  every  person  in  the  country,  and  a 
system  of  registration  of  all  firms  and  businesses  has 
been  proposed.  This  system  would  lend  itself  to 
graduation. 

(5)  On  the  other  hand,  if  deduction  at  the  source 
as  a principle  is  adhered  to,  the  practice  of  deduction 
of  tax  from  dividends  and  interest  before  payment 
should  be  universal,  and  counterfoils  handed  to 
receiver  of  dividend  showing  tax  deducted.  This 
would  facilitate  claims  for  repayment  of  tax  where 
overcharged ; on  repayments  being  made,  particulars 
of  the  manner  in  which  the  amount  returned  is 
arrived  at  should  be  furnished. 

(6)  Minimum  rates  of  depreciation  should  be  fixed 
and  scheduled  by  committees  of  industrial  and  com- 
mercial men,  having  practical  knowledge  of  the 
various  types  of  assets  concerned,  provision  being 
made  for  appeal  by  the  committees  concerned  to  a 
Board  of  Referees  to  be  set  up  for  this  purpose. 


(7)  The  question  of  wasting  assets,  including  ter- 
minable annuities,  leaseholds  and  buildings,  copy- 
rights and  patents,  requires  careful  consideration. 

(8) ,  All  bona  fide  trade  expenses  should  be  allowed 
as  a deduction  under  Schedule  D,  e.g.,  legal  expenses, 
removal  expenses,  and  trade  subscriptions. 

(9)  Increased  allowances  for  children  and  de- 
pendants. 

(10)  The  desirability  of  the  separate  assessment  of 
income  of  husband  and  wife  should  be  considered. 

(11)  Assuming  taxation  at  source  be  continued, 
persons  in  receipt  of  wages  should  be  taxed  by  stamps 
under  a similar  system  to  that  in  force  at  present 
for  the  payment  of  contributions  under  the  National 
Health  Insurance  Act. 

(12)  The  collection  should  not  he  in  the  hands  of  a 
Collector,  who  is  also  the  Assessor : the  Surveyor  of 
Taxes  should  be  the  Assessor,  Local  Commissioners 
should  be  abolished. 

(13)  Abolition  of  double  tax  within  the  Empire. 

(14)  The  allowance  of  two-thirds  only  of  rent, 
rates  and  expenses  of  premises  in  which  the  proprietor 
resides  is  in  many  cases  insufficient  and  should  be 
amended. 

(15)  Stocktaking. — The  following  certificate  issued 
by  the  Surveyors  of  Taxes  has  come  under  my  notice 
and  I suggest  that  no  trader  would  be  justified  in 
signing  the  same:  — 

“ Accounts.  One  year  ended  

“ We  hereby  certify  that  the  whole  of  our  stock 

“ on  hand  on  the is  shown  in  our 

“ Stock  Sheets  produced  to 

“ and  amount  to  £ 

“ We  further  certify  that  the  Stock  is  valued 
“ at  cost,  or  market  price  if  under  cost,  on  the 
“ same  basis  as  hitherto,  and  that  no  deductions 
“ have  been  made  from  the  value  of  the  Stock 
“ in  arriving  at  the  above  figures,  which  repre- 
“ sent  its  total  value  to  the  best  of  our  know- 
“ ledge  and  beliof. 

“ We  further  certify  that  to  the  best  of  our 
“ knowledge  and  belief  all  transactions  relating 

“ to  the  business  of 

“ are  correctly  entered  in  the  books  of  account 

“ during  the  period to 

“ which  have  been  produced  to  Messrs 

“ and  that  we  know  of  no  other  trans- 

“ actions  which  ought  to  be  included  and  which 
“ would  affect  the  Balance  Sheet  and  Trading 
“ Account'  of  the  Company,  or  which  should  be 
“ brought  into  an  account  of  the  Company’s 
“ dealings. 

“ We  further  certify  that  no  reserves  whatever 
“ have  been  created  (whether  by  writing  down 
“ Stock,  Book  Debts,  or  otherwise)  beyond  those 
“ disclosed  on  the  face  ol  the  Balance  Sheet 
“ sent  to  the  Surveyor  of  Taxes. 

“ Dated  this day  of 191 

!To  bo  signed  by  an  Acting 
Partner  in  a firm  or  a 
Managing  Director  of  a 
Limited  Company.” 
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Mr.  William  George  Rayner. 


[ Continued . 


Schedule  E. 

8843.  (1)  If  the  three  years’  average  under  Sche- 
dule D be  not  abolished,  a similar  average  should 
apply  to  income  under  Schedule  E.  This  is  now 
indefinite  in  view  of  the  conflicting  clauses  in  sec- 
tions 4 and  5 of  the  Income  Tax  rules,  1918,  and 
the  interpretation  placed  upon  them  by  the  Sur- 
veyor of  Taxes*  The  sections  are  as  follows : — 

4.  (1)  “ Perquisites  may  be  estimated  either  on 
“ the  profits  of  the  preceding  year,  or  on  the 
“ average  for  one  year  of  the  amount  of  the 
“ profits  thereof  in  the  three  preceding  years. 

(2)  “ In  any  such  case  the  preceding  year  or 
“ years  shall  be  taken  to  end  on  the  fifth  day  of 
“ April,  or  on  the  day  of  each  year  on  which  the 
“ accounts  of  such  profits  have  been  usually 
“ made  up. 

(3)  “ Perquisites  shall  be  deemed  to  be  such 
“ profits  as  arise  in  the  course  of  exercising  an 
“ office  or  employment  from  fees  or  other  emolu- 
“ ments. 

5.  “If  at  any  time,  either  during  the  year  of 
“ assessment  or  in  respect  of  that  year,  a person 
“ becomes  entitled  to  any  additional  salary,  fees, 

[ This  concludes  the 

8846.  Chairman : Your  paper  has  a great  many 

points  in  it,  but  these  points  are  not  elaborated, 
so  I thought  probably  you  might  take  a few  of  the 
really  important  matters  which  you  want  to  bring 
before  the  Commission  and  elaborate  them  now,  and 
then  there  will  be  an  examination  on  the  whole 
paper  later  on? — As  you  please.  The  first  point  in 
my  paper  is  the  question  of  allowance  under  Schedule 
A.  I suggest  that  it  should  be  one-fifth  instead  of 
one-sixth,  as  at  the  present  time.  I take  it  that 
is  obvious  to  anybody  on  account  of  the  increased 
cost  of  repairs.  _ . 

8847.  Is  that  an  important  matter?— It  is  impor- 
tant to  a large  number  of  people  in  this  country. 
The  next  point  is  the  deduction  of  the  gross  assess- 
ment now  allowed  in  the  case  of  mills  and  factories. 
We  suggest  that  should  be  extended  to  all  business 
premises. 

8848.  But  are  these  the  main  points?— No,  I can- 
not say  that  they  are. 

8849.  I would  like  you  to  deal  with  the  main  points 
only  for  the  present? — Schedule  B,  I think,  is  a 
main  point:  that  the  present  assessment  for  farmers 
should  be  abolished,  substituting  assessment  under 
Schedule  D. 

8850.  I will  defer  that  for  a time  because  one  of 
our  colleagues  who  is  interested  in  this  particular 
matter  may  be  coming  a little  later? — Another 
main  point  is  that  statutory  obligation  should  be 
placed  upon  traders  to  keep  accounts.  There  are 
two  classes  of  men  in  this  country  who  do  not 
generally  keep  accounts.  One  is  the  very  successful 
man  who  does  not  wish  to  disclose  his  figures  for  the 
purpose  of  Income  Tax.  The  other  is  the  man  who 
is  endeavouring  to  rob  his  creditors.  The  latter  man 
you  are  not  much  concerned  with  here,  but  with  the 
former  you  are,  because  I feel  sure  there  is  an 
enormous  amount  of  revenue  lost  because  traders  are 
not  compelled  to  keep  accounts. 

8851.  You  Avant  that  to  be  made  compulsory  ?— I 
would  make  that  compulsory.  In  many  cases  I have 
had  to  do  with  men  who  have  had  not  full  accounts, 
who  have  been  able  to  settle  with  the  Surveyor  of 
Taxes  without  our  services  as  accountants,  and  Avhere 
they  settle  under  those  circumstances  we  have 
generally  found  that  the  assessment  is  less  than  it 
should  have  been.  If  they  had  called  in  our  services 
the  Revenue  Avould  have  obtained  more  than  it 
did  by  settling  with  the  trader  direct.  That  means 
that  a certain  leniency  is  given  to  people  who  have 
only  what  I may  call  scrappy  accounts  to  deal  ivith. 

8852.  We  have  had  a considerable  amount  of 
evidence  on  the  three  years’  average.  Noav  with 
regard  to  No.  3.  under  the  heading  Schedule  I),  the 
present  system  of  relief,  how  would  you  simplify  it ; 
that  is  the  point? — I suggest  that  the  graduation 
should  be  on  the  basis  of  the  Super-tax.  I think 


“ or  emoluments  beyond  the  amount  for  which 
“ an  assessment  has  been  made  upon  him,  or 
“ for  Avhich  at  the  commencement  of  that  year 
“ he  was  liable  to  be  charged,  an  additional 
“ assessment  shall,  as  often  as  the  case  may 
“ require,  be  made  upon  him  in  respect  of  such 
“ additional  salary,  fees,  or  emoluments,  so  that 
“ he  may  be  charged  in  respect  of  the  full  amount 
“of  his  salary,  fees,  or  emoluments  for  that 
“ year.” 

(2)  It  is  proposed  that  Schedule  E should  be 
abolished  and  the  income  brought  in  under  Sche- 
dule D. 

Super-tax. 

8844.  (1)  Super-tax  should  be  dealt  with  by  a 
further  graduation  of  Income  Tax. 

Generally. 

8845.  (1)  Taxpayers  should  be  alloived  a longer 
period  than  21  days  in  Avhich  to  make  an  appeal 
against  an  assessment. 

(2)  In  cases  where  the  assessments  differ  from  the 
taxpayer’s  return,  the  basis  of  the  assessment  should 
be  set  forth  in  detail  for  facilitating  checking. 

evidence-in-chief .] 

that  is  a simplification.  That  would  do  away  with 
all  abatements  and  all  alloAvances,  or  some  allowances ; 
of  course,  there  would  still  have  to  be  allowances  for 
Avife  and  children,  I take  it— in  fact  I advocate  that. 
But  if  you  did  aAvay  with  taxation  at  the  source, 
Avhich  I am  advocating — 

8853.  What  have  you  to  say  about  that  point? 
You  say:  “It  is  suggested  that  deduction  of  tax 
at  the  source  should  be  abolished.”  Why? — There  are 
many  reasons  why  it  should  be  abolished.  It  is  a 
very  cumbersome  method  at  the  present  time  on 
account  of  the  abatements  and  reliefs  that  are 
allowed.  My  suggestion  is  that  every  taxpayer  should 
be  assessed  on  his  total  income  from  all  sources; 
that  is  from  his  earned  and  unearned  income;  that 
all  companies  should  make  a return  of  their  total 
profits  in  the  usual  way,  and  that  there  should  be 
deducted  from  them  all  dividends  that  are  paid  away ; 
that  a copy  of  the  dividend  sheet,  that  is  the  names, 
addresses  and  amounts,  should  be  given  to  the  Sur- 
veyors of  Taxes,  so  that  they  would  be  able  to  check 
any  person’s  income  that  they  desire  to,  in  the  same 
way  as  uoav  they  lefer  to  the  Bank  of  England  for 
the  untaxed  dividends  that  are  paid  by  the  bank. 
That  information  should  all  be  in  the  Surveyors 
hands. 

8854.  Do  you  know  that  over  70  per  cent,  of  the 
Inoome  Tax  is  noAV  paid  by  persons  not  directly 
interested  in  the  payment?  You  want  to  abolish 
that  taxation  at  the  source?— Yes. 

8855.  You  see  the  seriousness  of  that? — I am  sorry, 
but  I do  not  see  it.  It  seems  to  me  to  be  such  a 
very  simple  affair. 

8856.  You  will  be  cross-examined  by  some  of  our 
colleagues  on  that  point  later  on?— Then  the  three 
years’  average — 

8857.  We  have  had  a lot  of  evidence  on  that  point, 
and  probably  you  will  be  examined  on  that.  Now 
Avill  you  take  No.  8?— Bona  fide  trade  expenses.  We 
are  always  having  trouble  with  the  Surveyors  of 
Taxes  as  to  what  should  be  allowed  in  the  shape  of 
legal  expenses,  removal  expenses,  and  the  other 
question  of  trade  subscriptions.  Trade  subscriptions 
are  allowed  in  all  cases  where  the  particular  trade 
society  receiving  the  subscriptions  makes  a return  in 
some  form  or  other  of  its  profits,  but  not  in  other 
cases.  That  trade  subscription  is  a necessary  expense 
in  many  concerns  for  the  carrying  on  of  the  business, 
and  if  the  trade  society  receiving  the  sum  is  not 
taxed  I say  that  they  should  be  brought  into  taxa- 
tion As  to  removal'  and  legal  expenses,  there  is  a 
.question  as  to  what  is  a proper  capital  charge 
and  Avhat  is  a proper  revenue  charge.  I here 
are  many  points  at  issue  Avith  regard  to  what 
is  a capital  charge  and  Avhat  is  not.  The  raising  of 
loans  for  short  periods  is  often  treated  by  Sxirveyors 
as  a capital  charge.  I maintain  that  the  legal 
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expenses  connected  with  that  are  a charge  against  the 
profits  of  the  business  and  should  be  allowed. 

8858.  Do  you  want  increased  allowances  for  children 
and  dependants,  since  the  change  made  by  the  Chan- 
cellor?— That,  of  course,  satisfies  me. 

8859.  Then  No.  10:  “The  desirability  of  the 

separate  assessment  of  income  of  husband  and  wife 
should  be  considered."  What  do  you  mean  by  that? 

. — I am  advocating  the  views,  to  a certain  extent,  of 
other  people,  the  Society  of  Incorporated  Account- 
ants, and  from  the  replies  that  we  had  to  the  question- 
naire that  we  put  out,  1 brought  the  question  forward 
in  that  form,  because  they  were  not  all  of  the  same 
view. 

8860.  You  have  gathered  together  the  opinions  of 
the  whole  body? — Partly;  it  is  partly  my  own. 

8861.  There  are  not  many  what  you  may  call  definite 
proposals  laid  down  in  your  paper,  are  there? — 
No;  they  are  for  consideration  by  the  Commission. 

8862.  You  put  the  desirability  of  the  husband  and 
wife  question  being  considered.  That,  of  course,  is 
vague? — I agree  it  is  very  vague.  It  is  a very  diffi- 
cult question  to  decide.  There  is  so  much  argument 
both"  for  and  against. 

8863.  Are  you  in  favour  of  it  or  not? — I am  in 
favour  of  it — that  it  should  be  considered  as  to  what 
extent  you  should  go  with  the  income,  which  is  at 
present  up  to  £500  a year — whether  you  should  go 
higher. 

8864.  And  you  are  in  favour  of  a separate  assess- 
ment?— Yes. 

8865.  Now  the  point  on  No.  15,  stocktaking.  What 
objection  have  you  in  regard  to  that? — I have  a strong 
objection  .to  that  certificate. 

8866.  Perhaps  you  will  state  it  to  the  Commission? 
— 'Part  of  that  certificate  is  not  very  valuable  to  the 
Surveyor  of  Taxes,  because  it  is  only  made  to  the 
best  of  the  knowledge  and  belief  of  the  person  making 
the  statement;  and  I do  not  know  that  the  acting 
partner  in  a firm,  or  the  managing  director  of  a 
limited  company,  would  be  justified  in  making  a state- 
ment as  to  stock  under  any  circumstances.  The 
managing  director  or  the  acting  partner  does  not  take 
the  stock  himself ; he  cannot  make  any  definite  state- 
ment as  to  the  method  of  taking  it.  He  gives  certain 
instructions  as  to  the  method  in  which  it  should  be 
taken,  but  he  cannot  make  any  statement  as  to 
whether  his  instructions  have  been  carried  out.  He 
may  believe  that  they  have  been  carried  out,  but  that 
is  of  very  little  value,  really.  The  difficulty  I find 
with  regard  to  this  statement  is  with  manufactured 
and  partly  manufactured  stock.  No  one  has  ever 
been  able  to  get  at  the  cost;  no  costing  system  has 
ever  been  evolved  up  to  the  present  time,  and  I can- 
not see  that  it  is  ever  going  to  be  evolved,  which  will 
give  the  actual  cost  of  manufactured  or  partly  manu- 
factured goods. 

8867.  It  says:  “ to  the  best  of  our  knowledge  and 
belief  ”;  that  covers  it? — I know,  but  I do  not  think 
that  a man  should  shelter  himself  under  the  words 
“ to  the  best  of  our  knowledge  and  belief.”  How  far 
is  he  going  to  shelter  himself?  It  is  a dangerous 
insertion  in  the  certificate.  I think  the  certificate 
goes  too  far,  and  that  the  person  signing  the  certifi- 
cate can  shelter  himself  under  those  words  “ to  the 
best  of  our  knowledge  and  belief.”  You  find  that  in 
part  of  the  statement  those  words  are  introduced, 
but  in  what  you  may  almost  call  the  sting  in  the 
tail,  the  last  paragraph,  he  further  certifies:  “that 
no  reserves  whatever  have  been  created  (whether  by 
writing  down  stock,  hook  debts,  or  otherwise)  beyond 
those  disclosed  on  the  face  of  the  Balance  Sheet  sent 
to  the  Surveyor  of  Taxes.”  Well,  it  is  not  usual  to 
disclose  on  the  face  of  the  balance  sheet  the  amount 
written  down  for  stock.  He  writes  each  article  down 
as  he  comes  across  it  when  h'e  is  taking  his  stock.  He 
is  not  shielded  there  by  the  words  “ to  the  best  of 
our  knowledge  and  belief.”  He  has  got  to  make  a 
definite  statement  that  he  has  taken  the  stock  at 
cost  price  or  market  value;  but  he  has  only  got  an 
approximate  cost  of  his  manufactured  or  partly  manu- 
factured stock.  Directly  he  breaks  bulk  in  any  large 
parcel  of  stuff,  he  does  not  know  the  value  of  his 
stuff. 


8868.  Then  the  next  point.  You  propose  that 
Schedule  E should  be  abolished? — It  is  a question  of 
the  three  years’  average.  Those  two  clauses  are  very 
conflicting,  you  will  notice,  and  the  construction 
placed  on  them  by  the  Inland  Revenue  Department 
is  rather  extraordinary.  They  will  allow  a manager 
or  an  employee  of  a company  to  take  the  benefit  of 
the  three  years’  average,  but  they  will  not  allow  an 
officer  of  the  company.  A man  may  be  a general 
manager,  and  have  all  the  power  that  a managing 
director  would  have,  and  be  in  receipt  of  large 
remuneration  in  th'e  shape  of  commission  or  a per- 
centage of  profits  or  otherwise,  and  he  can  have  his 
three  years’  average;  but  the  managing  director  of 
a company,  who  may  not  have  a large  share  of  the 
profit  of  the  concern,  although  he  is  directly  in- 
terested, has  to  be  assessed  on  his  year’s  profits. 
Although  these  are  incorporated  in  the  1918  Act, 
standing  side  by  side,  they  look  very  different  to 
what  they  were  in  1842  and  1853. 

8869.  Mr.  Manville : In  your  remarks  about  No.  (3) 
of  Schedule  D,  you  suggest  that  graduated  Income 
Tax,  on  a similar  basis  to  that  at  present  employed 
in  assessing  Super-tax,  should  be  substituted? — Yes. 

8870.  Then  in  your  paragraph  on  Super-tax  you 
say  that  Super-tax  should  be  dealt  with'  by  further 
graduation  of  Income  Tax? — Yes. 

8871.  By  that  I take  it  you  mean  that  there  shall 
be  no  separate  Super-tax,  but  that  there  shall  be  a 
graduated  Income  Tax  right  to  th'e  top? — Yes;  it  is 
rather  badly  expressed..  I think. 

8872.  But  that  is  what  you  mean? — .Under  certain 
circumstances. 

8873.  That  is  what  I am  trying  to  arrive  at;  because 
I am  going  to  point  out  to  you  that  the  larger  any 
income  is  the  greater  would  be  the  amount  of  taxa- 
tion per  pound  on  that  income? — Certainly. 

8874.  In  that  case  how  would  you  deal  with  a trad- 
ing concern,  a manufacturing  concern?  The  larger 
its  income  (not  the  larger  its  profit),  the  larger  would 
be  the  taxation? — There  would  have  to  be  a flat  rate. 
It  would  amount  to  the  same  thing  as  a Super-tax. 
It  is  only  to  make  it  in  one  tax  or  one  assessment. 
That  was  my  idea.  There  would  be  a flat  rate,  a 
maximum  rate  wo  will  call  it,  for  ordinary  Income 
Tax. 

8875.  Then  there  would  have  to  be  two  systems  of 
taxation,  one  for  individuals  and  one  for  commercial 
concerns? — Yes. 

8876.  Two  separate  systems? — Yes. 

8877.  Mr.  McLintock : With  regard  to  Schedule  A, 
deduction  to  be  increased  from  one-sixth  to  one-fifth, 
would  you  apply  that  to  all  premises?  Have  you  any 
data  on  which  your  opinion,  or  that  of  your  Society, 
is  based,  with  regard  for  example  to  premises  occu- 
pied as  offices?  Are  you  satisfied  that  the  present 
deduction  of  one-sixth,  even  at  the  present-day  cost 
of  repairs,  is  inadequate? — It  is  inadequate. 

8878.  What  evidence  have  you  that  it  is  inadequate 
as  between  different  classes  of  property? — It  is  my 
experience. 

8879.  Have  you  ever  collated  the  cost  of  repairs  of 
groups  of  business  premises  occupied  as  offices,  to 
show  that  the  landlord  has  spent  more  on  repairs  than 
one-sixth  of  his  rental,  taking  it  over  a period  of 
years? — But  this  is  a maximum  that  we  are  dealing 
with. 

8880.  The  present  allowance  is  one-sixth,  which 
everyone  gets  from  the  gross  rental ; before  you  pay 
vour  Schedule  A tax,  you  get  one-sixth'  of  the  gross 
rental  for  repairs? — Yes. 

8881.  You  are  suggesting  that  repairs  generally 
exceed  that  one-sixth  ? — Yes,  if  the  property  is  kept 
in  proper  repair. 

8882.  All  classes  of  property? — Practically  all 
classes. 

8883.  I suggest  that  that  does  not  apply  to  certain 
types  of  premises  where  the  burden  on  the  landlord 
to  repair  is  less  than  one-sixth  ? — My  experience  is 
this.  I have  six  houses  which  T have  been  looking 
after  as  trustee. 

8884.  Dwelling  houses?— No.  offices;  exactly  the 
premises  you  have  described.  I have  not  taken  them 
out,  but  my  recollection  of  it  is  that  it  is  considerably 
pibpe  than  one-sixth. 
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8885.  For  one  year,  or  over  a period  of  years? — 
Over  a period  of  years. 

8886.  How  long  a period?  You  get  one-sixth  when 
the  property  is  new,  you  know,  just  as  when  it  is  20 
years  old? — This  is  old  property. 

8887.  But  there  is  new  property  as  well.  Do  you 
draw  no  distinction  generally  bet’.veen  one  property 
and  another,  in  asking  for  the  allowance  to  be  in- 
creased?— Of  course  the  system  is  bad  at  the  present 
time. 

8888.  What  would  you  put  in  its  place? — It  should 
be  taken  on  the  actual  outlay  for  repairs. 

8889.  You  know  what  that  would  meau? — I know; 
I quite  see  the  difficulty  of  it. 

8890.  You  do  not  think,  on  the  whole,  one-sixth 
works  fairly? — No,  not  at  the  present  time;  I am 
sure  it  does  not. 

8891.  The  view  of  your  Society,  anyhow,  is  that  for 
all  classes  of  property  the  one-sixth  should  be  in- 
creased to  one-fifth? — That  is  so. 

8892.  You  put  no  evidence  before  us  in  support  of 
that,  as  applying  to  one  kind  of  property  or  another? 
—No ; I did  not  think  it  would  be  necessary.  1 think 
it  is  obvious  that  the  enormous  increase  in  the  cost 
of  repairs  at  the  present  time  warrants  the  additional 
allowance.  It  is  very  small ; I should  have  put  it  a 
little  more. 

8893.  I agree  with  you  as  regards  house  property, 
but  not  as  regards  other  property ; and  of  course  it 
does  not  affect  the  owner  of  a property  who  carries 
on  business  in  that  property? — No. 

8894.  You  agree  with  that? — I do. 

8895.  He  gets  his  full  repairs? — Yes. 

8896.  So  that  there  is  a distinction  to  be  drawn  ? — 
But  he  wants  it  allowed  him,  all  the  same,  in  his 
rates. 

8897.  You  mean  his  local  rates? — Yes. 

8898.  We  are  not  considering  local  rates? — It 
follows  the  Income  Tax. 

8899.  In  some  places  it  does? — In  most  places. 

8900.  Chairman : Does  it  follow  or  precede  it? 

8901.  Mr.  McLintock : I do  not  know  what  the 
practice  is  all  over  the  country. 

8902.  Mr.  Walker  Clark : I think  Income  Tax  pre- 
cedes the  local  rates. 

8903.  Mr.  McLintock : Your  point  (2)  under 

Schedule  A.  is  that  the  owner  who  carries  on  business 
should  be  allowed  depreciation  in  effect  on  all  his 
premises,  whether  they  contain  machinery  or  are  used 
as  offices  or  anything  else? — Yes. 

8904.  And,  in  addition,  full  repairs?— Yes. 

8905.  Of  course  that  depends  on  the  life  of  the 
property? — Very  much. 

8906.  It  would  be  helpful  to  the  Commission  if  we 
could  have  some  evidence  as  to  the  average  life.  Full 
repair  goes  a long  way  to  make  property  last  for  a 
very  long  time? — It  does.  We  have  had  no  full  re- 
pairs on  business  premises  in  the  last  few  years— since 
the  war.  That  is  our  difficulty. 

8907.  You  get  it  though  when  you  spend  it? — Yes, 
but  I have  nothing  to  base  an  estimate  on. 

8908.  Chairman : But  you  have  had  the  allowance 
during  that  period,  have  you  not? — Not  for  deferred 
repairs. 

8909.  Not  for  the  repairs  that  you  have  done? — 
Yes,  certainly,  but  not  for  deferred  repairs. 

8910.  Mr.  McLintock : You  have  an  allowance, 

whether  you  have  made  any  repairs  or  not? — Yes, 
certainly. 

8911.  You  get  your  deduction  under  Schedule  A. 
whether  you  spend  one  penny  or  £100;  you  get  the 
same  allowance? — That  is  right;  it  is  a very  bad 
system. 

8912.  With  regard  to  the  obligation  on  small  traders 
to  keep  accounts,  have  you  much  experience  of  the 
small  trader,  the  small  shopkeeper? — I cannot  say  that 
1 have. 

8913.  At  least  you  have  this  experience : that  even 
if  it  was  a criminal  offence  not  to  keep  books  there 
is  a certain  class  of  the  community  who  would  not 
keep  them  ? — Quite  so. 

8914.  Do  you  suggest  that  that  is  the  class  who 
ought  to  be  compelled  to  keep  accounts — the  small 
trader? — I suggest  they  should  all  keep  accounts- - 
every  trader. 


8915.  Most  traders  of  any  consequence  to-day  do 
keep  accounts? — Yes. 

8916.  You  stated  to  his  lordship  that  there  was 
an  enormous  amount  of  revenue  lost?— I believe  (there 
is  a large  amount  lost. 

8917.  You  said  enormous? — Well,  enormous. 

8918.  Naturally  this  Commission  is  very  anxious  to 
find  those  sources.  Have  you  any  evidence  that  there 
is  an  enormous  amount  of  revenue  lost? — It  is  im- 
possible to  give  direct  evidence  on  thait.  It  is  only 
the  result  of  experience  that  leads  me  to  the  con- 
clusion that  there  :s  an  enormous  amount  lost. 

8919.  Surely  you  have  something  on  which  you 
found  that  conclusion? — I have. 

8920.  Will  you  (tell  us  what  it  is? — Well,  I think 
I have  already  practically  said  it. 

8921.  Let  me  put  it  to  you  in  this  way.  Every 
small  trader  gets  a form  of  return  to  fill  up? — Yes. 

8922.  If  he  does  not  fill  it  up  the  probability  is  he 
has  an  estimated  assessment  imposed  on  him.  Now 
the  loss  to  the  Revenue  can  only  be  the  difference 
between  his  actual  profits  and  that  estimate? — That  is 
right. 

8923.  And  it  is  that  difference  which  constitutes  an 
enormous  amount  of  lost  revenue? — Yes,  I should 
think  so,  because  there  is  such  an  enormous  number 
of  small  traders. 

8924.  Do  you  not  think  the  small  trader  might  just 
as  readily  be  over  assessed  as'  under  assessed? — I 
have  not  found  it  so. 

8925.  Surveyors,  as  a rule,  are  fairly  zealous  in 
seeing  that  everybody  pays  his  tax? — Yes. 

8926.  And  the  General  Commissioners,  with  their 
local  knowledge,  can  size  up  all  the  local  shopkeepers, 
roughly.  They  know  they  live  in  houses  of  a certain 
size ; they  know  that  they  must  at  least  have  so  much 
to  live  on,  and  they  arrive  at  the  sum  of  £200  or 
£300,  and  they  might  be  £50  or  £100  out.  Now  that 
is  income  which  is  taxed  probably  at  the  lowest  earned 
rate.  Do  you  still  maintain  that  there  is  an  enormous 
amount  of  revenue  lost? — Lost  through  the  man  who 
does  not  keep  accounts,  who  is  under  assessed.  I do 
not  suggest  that  because  the- Revenue  gets,  more  out 
of  one  man  than  it  should,  and  less  out  of  another, 
the  surplus  out  of  the  one  man  should  go  against  the 
loss  on  the  other.  I say  the  man  who  does  not  pay 
his  full  amount  should  be  made  to  pay  his  full 
amount;  and  that  is  the  only  way  I know  of  getting 
it — by  compelling  everybody  to  keep  accounts. 

8927.  Is  that  your  personal  opinion,  or  the  opinion 
of  your  Society?- — That  is  the  opinion  of  the  Society; 
it  is  my  personal  opinion  also. 

8928.  Did  they  put  evidence  before  you  before  they 
asked  you  to  come  forward  and  express  that  to  the 
Commission  as  their  view? — Yes,  there  would  be  some 
evidence. 

8929.  What  kind  was  it? — General  statements. 

8930.  I-oose  statements.  Do  you  suggest  that 
accountants  should  accept  loose  statements  in  a matter 
of  this  kind,  and  come  forward  to  give  them  as 
evidence — accountants,  mark  you? — It  is  merely  an 
opinion,  after  all.  It  is  based  upon  one’s  experience. 
You  cannot  bring  the  cases  before  the  Commission ; 
you  cannot  say  that  so  and  so  is  not  paying  properly 
because  he  has  not  kept  accounts. 

8931.  I asked  if  you  had  had  any  experience  of  these 
people,  and  you  said  no? — Small  people? 

8932.  Small  traders? — Of  those  that  I have  come 
across  many  of  them  have  not  kept  accounts. 

8933.  In  what  capacity  would  you  meet  them? — I 
have  been  practising  since  1877  and  naturally  I have 
come  across  a great  many  men.  In  my  earlier  days 
. I came  across  the  small  trader  naturally  more  than  I 
do  now. 

8934.  In  what  capacity  did  you  meet  him,  if  he  did 
not  keep  accounts? — When  he  has  become  insolvent. 

8935.  There  was  no  tax  lost  to  the  Revenue  when 
a man  became  insolvent? — I am  not  so  sure.  I am 
just  of  the  opposite  opinion.  There  is  very  often  a 
great  deal  lost.  You  do  not  know  where  they  have 
put  their  stuff. 

8936.  I have  had  considerable  experience  of  insol- 
vent people  over  the  last  25  years,  and,  as  a rule,  I 
recover  any  tax  they  have  paid.  I do  not  have  to  pay 
any  extra? — Yes,  they  kept  accounts,  or  you  could  not 
have  recovered  it. 
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8937.  The  point  is,  that  they  were  not  liable  to  tax; 
it  was  rather  the  other  way  about.  Very  often  the 
small  trader  who  becomes  insolvent  is  afraid  to  go 
and  tell  the  Commissioners  or  the  Surveyor  that  he 
is  losing  money;  he  thinks  it  will  destroy  his  credit; 
therefore,  he  pays  on  an  income  which  he  has  not  been 
earning? — But  you  could  not  get  it  back  unless  you 
had  some  accounts. 

8938.  I quite  agree? — Then  he  kept  accounts. 

8939.  No ; we  can  prepare  accounts  even  for  an  insol- 
vent debtor  who  has  not  kept  them? — Many  of  them 
do  not  keep  books. 

8940.  Anyhow,  I suggest  to  you  that  we  want  some 
very  carefully  prepared  evidence  before  societies  of 
aocountants  come  forward  and  suggest  that  there  is 
an  enormous  amount  of  revenue  being  lost  from  that 
source.  If  it  is  a fallacy  then  it  ought  to  be  exposed ; 
if  it  is  correct  then,  of  course,  the  revenue  ought  to 
be  collected? — I can  give  you  a case  that  we  came 
across  in  the  course  of  one  of  the  Board  of  Trade  cases 
that  we  had  under  the  Trading  with  the  Enemy  Act. 
We  reported  the  case  to  the  Controller  of  the  Board 
of  Trade;  we  gave  full  details.  I do  not  know  if  the 
Inland  Revenue  took  it  up  at  all. 

8941.  What  did  you  report? — It  was  a case  where  a 
man  had  partially  kept  accounts,  where  accounts  had 
been  prepared  from  his  books  by  an  accountant,  who 
had  stated  that  they  were  prepared  from  these  books — 
from  certain  books  given  to  him  with  those  accounts. 
We  found  fictitious  entries  in  those  books,  which 
reduced  his  profit  by  £8,000. 

8942.  That  is  a different  type  of  case  altogether  ? — 
It  is,  but  it  is  a case.  If  this  man  had  been  made  to 
keep  books  and  prepare  proper  accounts  from  those 
books,  that  money  would  not  have  been  lost. 

8943.  Have  you  ever  come  across  a man  who  has 
kept  a set  of  books  specially  faked  for  the  purpose 
of  sending  them  to  the  Inland  Revenue?  After  all, 
the  keeping  of  books  by  itself,  if  the  man  is  dishonest, 
will  not  ensure  the  collection  of  the  proper  sum.  The 
Revenue  have  no  right  to  examine  the  books.  You 
want  the  right  for  the  Inland  Revenue  to  go  and 
examine  such  records  as  a man  has,  and  see  if  they 
are  in  accordance  with  his  return? — Yes. 

8944.  I suggest  that  is  a different  problem? — Yes. 

8945.  Then  as  fo  No.  (4)  under  Schedule  D,  it  is 
the  considered  opinion  of  your  Society  that  taxation 
at  the  source  should  be  abolished? — There  are  certain 
members  who  are  of  that  opinion. 

8946.  The  majority  of  your  members  are  of  that 
opinion? — No. 

8947.  Then  this  is  the  opinion  of  a minority? — It 
is  very  much  my  own  opinion. 

8948.  Then  tins  No.  (4)  is  your  personal  opinion  ? — 
Practically ; I take  responsibility  for  it. 

8949.  Chairman : I would  just  like  to  ask  you  - 
whether  your  Society  have  seen  your  evidence? — Yes, 
the  committee. 

8950.  It  is  rather  a serious  matter,  is  it  not,  when 
you  represent  your  Society,  that  you  should  make  a 
statement  which,  in  answer  to  a Commissioner,  you 
have  admitted  to  be  the  opinion  of  the  minority, 
and  finally  your  own  opinion.  How  must  we  treat 
this  statement  of  yours — if  all  the  points  that  you 
raise  here  are  the  points  of  the  minority,  or  j'our 
own  points,  or  not  the  points  of  the  majority,  how 
can  this  be  put  before  us  as  a reasoned  and  repre- 
sentative statement? — I take  it  that  this  particular 
suggestion  that  you  are  referring  to  is  one  that  might 
not  cross  a great  number  of  minds.  The  members  of 
our  Society  were  not  asked  if  they  were  in  favour 
of  deduction  of  Income  Tax  at  the  source.  Tt  was 
an  opinion  voluntarily  expressed. 

8951.  Mr.  May : May  we  know  how  the  evidence 
was  prepared  on  behalf  of  the  Society. 

8952.  Chairman:  How  was  it  prepared ? — It  was 
prepared  from  statements  made  by  members  of  the 
Society.  We  sent  them  out  a notice  with  the  terms 
of  reference  to  the  Royal  Commission  as  a heading, 
and  asked  them  to  give  their  views  on  the  working 
of  the  tax,  in  accordance  with  the  reference;  and  from 
their  replies  this  evidence  was  prepared  with  certain 
suggestions  _ of  my  own  and  of  the  committee  who 
dealt  w;ith  it. 

8953.  And  they  passed  this  statement  of  yours?-  - 
Yes,  they  have  passed  this  statement. 


8954.  Mr.  McLintock:  The  point  we  have  been  on 
for  a little  while  is  the  compulsion  on  small  traders 
to  keep  accounts  in  order  to  get  more  revenue? — Yes. 

8955.  You  now  make  the  suggestion  to  abolish 
deduction  of  tax  at  the  source,  which  I suggest  to 
you  will  swamp  any  additional  revenue  a hundred 
times  over? — Yes,  -but  it  will  be  a more  honest  taxa- 
tion. 

8956.  Honest? — Yes. 

8957.  In  what  respect? — Because  at  the  present 
time  there  are  a great  number  of  people,  widows  and 

. others,  who  do  not  receive  the  proper  abatements  and 
allowances  that  they  are  entitled  to;  who  are  out  of 
their  small  incomes  deprived  of  a considerable  amount 
by  taxation  which  may  be  of  great  importance  to  them. 
I suggest  there  are  thousands  of  people  who  do  not  get 
the  proper  abatement  and  relief  that  they  are  entitled 
to,  and  they  are  people  who  cannot  defend  themselves. 

8958.  What  defence  is  needed  on  the  part  of  a widow 
who  has  £100  a year,  taxed  at  6s.  by  deduction  at 
the  source,  to  enable  her  to  get  the  whole  of  that 
6s.  back?  You  said  “ who  cannot  defend  them- 
selves.” Do  you  suggest  that  there  are  many  widows 
or  people  in  similar  circumstances  with  small  incomes 
taxed  at  6s.  by  deduction  at  the  source  who  are  not 
recovering  their  tax  to-day? — Yes,  I do. 

8959.  Do  you  know  of  them? — Yes.  We  have  fre- 
quently people  come  to  us  who  have  not  had  tax  back 
for  years  and  years. 

8960.  How  many  years  do  you  get  it  back  for? — 
Three  years,  naturally. 

8961.  You  have  mauy  cases  of  that  kind? — Yes, 
many  cases. 

8962.  They  have  arisen  with  the  present  high  rate  of 
tax? — Yes. 

8963.  Are  they  getting  less? — We  claim  naturally 
for  them  all  they  are  entitled  to. 

8964.  Do  you  suggest  that  is  common? — It  strikes 
me,  by  the  number  of  cases  we  have  and  the  people  I 
know  who  do  not  get  their  tax  back,  that  it  is  common. 

8965.  Who  are  the  kind  of  people  who  do  not  get 
their  tax  back — that  you  know  of? — Generally  people 
with  small  incomes. 

8966.  Who  do  not  get  their  tax  back? — They  do 
not  get  it  back  because  they  do  not  know  they  can  get 
it  back ; and  then  they  do  not  understand  it  when  they 
get  forms;  they  have  to  go  to  some  cost  in  getting  it 
back. 

8967.  Do  you  suggest  there  is  any  difficulty  for  any- 
body in  respect  of  an  income  of  £100  in  filling  up  a re- 
payment form? — No,  I do  not  suggest  that. 

8968.  There  is  no  difficulty? — No  difficulty  at  all,  but 
people  do  not  understand  it;  women  particularly  do 
not  understand  it ; and  they  cannot  do  it.  They  come 
to  us  asking  for  the  most  simple  things. 

8969.  I suggest  to  you  that  if  the  fact  that  repay- 
ment of  the  higher  rate  of  tax  by  deduction  can  be 
obtained  was  more  widely  advertised  that  would  be  the 
more  correct  method  to  adopt  than  to  abolish  taxation 
at  the  source? — I do  not  think  so. 

8970.  What  do  you  suggest  would  happen  if  these 
same  ignorant  people — and  they  are  very  ignorant — 
were  to  make  their  individual  returns?  How  much 
would  the  Revenue  get? — I think  they  know  their  in- 
come better. 

8971.  That  is  not  my  question.  You  say  that  owing 
to  the  prevailing  ignorance  amongst  the  recipients  of 
small  incomes  taxed  at  6s.  there  is  great  hardship 
created  in  respect  of  the  fact  that  they  never  get  it 
back  because  they  do  not  know  how  to  get  it  back?— 
That  is  so. 

8972.  Do  you  agree  that  many  of  these  small  incomes 
are  liable  to  some  rate  of  tax? — Yes. 

8973.  How  do  you  think  the  Revenue  would  get  on  if 
these  people  had  to  make  direct  returns?— I think  if 
it  were  compulsory  they  would  get  it.  You  would  have 
registration  of  everybody. 

8974.  You  do  not  think  the  Revenue  would  lose? — 
They  might  at  first.  I think  it  would  all  come  in 
afterwards. 

8975.  Do  you  agree  that  the  general  attitude  of  the 
taxpayer  ^ that  he  likes  to  get  out  of  it  if  he  can? — 
Yes,  I think  so. 
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5976.  And  yet  you  would  leave  the  Revenue  of  this 
country  at  the  mercy  of  every  single  taxpayer  to  make 
his  own  return  in  his  own  way  as  compared  with  taxa- 
tion at  the  source,  from  which,  as  Lord  Colwyn  has 
stated,  70  per  cent,  of  the  national  income  from  Income 
Tax  is  derived.  You  would  like  that  to  be  done?  I 
should  like  to  see  it  done; 

8977.  Chairman : After  this  examination  do  you  still 

adhere  to  the  statement  that  deduction  of  tax  at  the 
source  should  be  abolished? — I admit  that  there  aie 
very  great  difficulties  in  the  matter.  I see  difficulties, 
but  1 really  think  it  would  be  to  the  benefit  of  the 
country  in  the  end.  At  first  you  would  lose  probably, 
but  afterwards  you  would  gain  when  it  became  usual 
for  everybody  to  make  their  returns  of  income.  Theie 
are  so  many  allowances  and  the  work  is  so  enormous 
at  the  present  time  with  the  abatements  and  re- 
duction of  rate.  . _ . _ . 

8978.  Mr.  McLintock:  Under  No.  (6)  of  Schedule 

1)  you  say:  “ Minimum  rates  of  depreciation  should 

be  fixed  and  scheduled  by  committees,”  and  so  on, 

“ provision  being  made  for  appeal  by  the  committees 
concerned  to  a Board  of  Referees  to  be  set  up  for  this 
purpose.”  Have  you  read  the  recent  White  Papei 
on  depreciation  and  obsolescence,  issued  by  the 
Government?— Are  you  speaking  of  the  White  Paper 
that  came  out  a year  or  so  ago? 

8979.  Yes. — I have  seen  that.  [See  Enclosure  B to 
App.  No.  7 (i)]. 

8980.  Are  you  aware  that  an  appeal  such  as  you 
suggest  here  is  already  in  existence?  Are  you  aware 
that  traders  may  go  before  the  Board  of  Referees  and 
submit  evidence  as  to  their  own  particular  types  of 
plant  and  machinery,  and  endeavour  to  get  a rate 
which  has  some  relation  to  the  actual  life  of  that 
plant,  taking  it  as  a whole? — Do  you  mean  for  the 
purpose  of  Excess  Profits  Duty  ? 

8981.  No,  for  the  purpose  of  depreciation  for  In- 
come Tax  purposes.  Are  you  aware  that  such  an 
appeal  exists  to-day  ? — 1 did  not  know  there  was  a 
Board  of  Referees  appointed  for  that  purpose,  I must 
admit. 

8982.  This  is  the  Income  Tax  Act  of  1918,  Schedule 
D,  Cases  1 and  II,  Rule  6 (7):  “Where  an  applica- 
tion is  made  to  the  Commissioners  of  Inland  Revenue 
for  the  alteration  of  the  amount  of  any  deduction  for 
wear  and  tear,  the  Commissioners,  unless  they  are  of 
opinion  that  the  application  is  frivolous  or  vexatious, 
shall  refer  the  case  to  the  Board  of  Referees,  and  that 
Board  shall,  if  they  are  satisfied  that  the  application 
is  made  by  or  on  behalf  of  any  considerable  number 
of  persons  engaged  in  any  class  of  trade  or  business, 
take  the  application  into  their  consideration,  and  de- 
termine the  deduction  to  be  allowed.”  Were  you 
aware  of  the  existence  of  that  provision  ?— Yes,  I was 
aware  of  that. 

8983.  Then  what  do  you  mean  now  by  paragraph 
(6)?  -There  is  no  regular  Board  set  up  in  various 
districts  to  settle  the  particular  allowance. 

8984.  What  criticism  do  you  make  against  that  pro- 
vision, that  the  group  of  traders,  say  general  en- 
gineers, marine  engineers,  cotton  spinners,  soap  manu- 
facturers may  come  forward  to  the  Board  of  Referees 
and  say:  “There  is  the  evidence  of  the  life  of  our 
plant;  we  wish  for  a rate  which  will  cover  its  life.” 
They  can  go  to  the  Board  of  Referees  and  submit 
that  evidence,  and  they  will  get  a judgment.  The 
Board  of  Referees  is  drawn  from  all  sources: 
accountants,  merchants,  bankers,  solicitors.  Do  you 
suggest  that  tribunal  is  not  a sufficiently  good  tri- 
bunal to  meet  this  paragraph  (6)  ? — I do  not  think  it 
is  generally  set  up  in  districts. 

8985.  No,  it  is  not  in  districts,  but  after  all  a trade 
is  not  confined  to  a district.  You  may  have  a marine 
engineer  on  the  Tyne  and  one  on  the  Clyde,  and  one 
at  any  other  port;  why  should  not  the  rate  be  settled 
for  marine  engineers  as  a class? — Because  it  does  not 
cover  the  case  always.  One  man  is  using  one  class 
of  machinery  and  another  one  is  using  another  class. 

8986.  A marine  engineer? — I do  not  know  about 
marine  engineers.  Personally  I have  no  knowledge  of 
marine  engineering,  but  I have  of  other  plants. 

8987.  Take  cotton  spinning? — -Well,  I cannot  say  as 
to  cotton  spinning. 


8988.  Give  me  any  form  of  trade  you  like? — I am 
chairman  of  a large  printing  concern:  Waterlow 
Brothers  & Layton.  The  rate  in  printing  machinery 
alone  varies  very  considerably.  Where  you  have  got 
a general  class  of  machinery  running,  there  may  be  a 
very  different  rate  allowed  to  the  rate  for  machinery 
of  a special  kind. 

8989.  This  paragraph  provides  for  classes  of  trade? 

— Yes,  that  is  classes  of  a trade. 

8990.  The  printers  can  come  along  who  use  a special 
type  of  machinery  that  your  particular  firm  works 
with,  as  a class,  and  say  that  that  machinery  should 
have  a certain  rate? — That  would  not  do  the  whole 
thing. 

8991.  Who  are  the  committees  you  suggest  should  be 
set  up  ? — The  Board  of  Referees  is  constituted  for  the 
purpose  of  Excess  Profits  Duty.  That  is  a very  good 
Board. 

8992.  You  say:  “provision  being  made  for  appeal 
by  the  committees  concerned  to  a board.” — Those  are 
local  committees. 

8993.  Composed  of  whom — people  in  the  trade  or 
people  who  are  not  in  the  trade  ? — It  does  not  matter ; 
the  local  people. 

8994.  Surely  it  matters? — The  people  who  under- 
stand that  class  of  machinery  ; we  will  put  it  that  way, 

8995.  That  is  people  in  the  trade? — Yes. 

8996.  Is  not  that  what  this  section  provides : for 
people  in  the  trade  to  come  to  the  Board  of  Referees? 
— I do  not  think  it  goes  quite  far  enough. 

8997.  In  what  respect? — In  the  respect  that  I state, 
that  you  have  not  got  your  local  people.  I have  got 
a special  class  of  machinery  running.  I have  to  go  to 
the  whole  of  the  other  men  in  the  trade,  and  we  go  in  a 
body  to  this  Board  of  Referees  and  we  ask  them  to 
give  us  a certain  allowance.  Then  I may  have 
machines  running  that  nobody  else  has  got. 

8998.  Then  you  are  a class  by  yourself? — Yes. 

8999.  A committee  is  no  use  to  you,  a committee, 
mark  you,  to  be  composed  of  industrial  and  commer- 
cial men,  having  practical  knowledge  of  various  types 
of  assets  concerned.  There  are  no  men  who  know 
anything  about  your  machines  except  your  own 
people? — I never  said  anything  like  that;  pardon  me. 

I said  we  may  have  a class  of  machinery  which  is  not 
being  dealt  with  by  other  people — special  machinery. 

I have  plenty  of  clients  who  have  got  very  special 
machinery,  and  the  depreciation  on  that  is  not  the 
ordinary  depreciation  applying  to  their  particular 
trade. 

9000.  Has  a rate  been  fixed  on  your  particular  print- 
ing machinery? — Yes. 

9001.  Is  it  an  inadequate  rate? — The  rate  allowed 
at  the  present  time  on  printing  machinery,  yes,  it  is. 

9002.  Was  it  fixed  after  consultation  between  the 
printing  trade  and  the  Board  of  Inland  Revenue? — 
I am  not  sure. 

9003.  Was  it  fixed  by  agreement? — It  was  fixed 
through  the  Master  Printers’  Association,  I think. 

9004.  It  was  an  agreed  rate  between  the  trade  and 
the  Inland  Revenue? — I am  not  putting  forward  any 
plea  specially  for  a larger  rate  on  machinery  for 
printing. 

9005.  I quite  appreciate  that. — You  quite  under- 
stand that,  I hope.  I am  not  doing  that ; I am  merely 
quoting  a particular  case  of  machinery  of  which  I 
have  intimate  knowledge,  for  the  purpose  of  showing 
you  that  there  may  be  classes  of  machinery  which 
are  not  dealt  with  by  the  trade  generally. 

9006.  That  is  just  what  I am  anxious  for  you  to 
show  me;  I have  not  seen  it  yet.  Is  this  the  collective 
opinion  of  your  members  expressed  in  this  paragraph? 
— I do  not  think  collective  opinion  is  quite  the  word 
to  use.  Only  a comparatively  small  number  of  our 
members  replied  to  this  memorandum. 

9007.  What  is  the  total  membership  of  your  Society  ? 

—2,500,  I think. 

9008.  In  practice?— Not  all  in  practice;  you  said 
the  total  membership. 

9009.  How  many  are  in  practice — 2,000?— I could 
not  tell  you. 

9010.  How  many  replied? — I am  afraid  I could  not 
tell  you  that. 
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9011.  500?— No. 

9012.  250?— No,  there  were  not  as  many  as  that. 

9013.  100? — About  100,  I think.  I am  wrong  j there 
were  more  than  100;  there  were  about  150,  1 should 
think. 

9014.  Do  you  think  your  members  who  replied  to 
a question  like  this  had  knowledge  of  that  section? — 
Of  course,  they  have  all  knowledge  of  it  through  that 
White  Paper. 

9015.  When  I asked  you  at  the  beginning  you  said 
-you  had  not  that  knowledge? — For  the  moment,  but 
I know  it  in  the  Act. 

9016.  Do  you  agree  that  the  provision  in  that 
section  goes  a long  way  to  meet  what  you  were  advo- 
cating?— I agree  it  does  go  a long  way,  but  it  does 
not  go  all  the  way. 

9017.  Where  does  it  stop  short? — It  stops  short  in 
the  way  I suggest. 

9018.  Where  is  that? — You  are  going  collectively 
instead  of  individually. 

9019.  On  a question  of  depreciation? — Yes. 

9020.  Would  ih  ever  be  settled  by  eveu'y  single 
individual?  It  depends  how  he  repairs  his  plant; 
it  depends  how  he  uses  his  plant;  it  depends  whether 
he  bought  it  second-hand  or  new.  Do  you  suggest 
that  a big  broad  question  like  this  can  be  settled  by 
every  individual  trader  rather  than  by  classes  ?— There 
comes  in  the  injustice  to  the  individual  trader  very 
often. 

9021.  He  has  a right  to  appeal  still;  he  can  go  to 
the  Commissioners  and  put  his  own  special  case  and 
bring  his  evidence  ? — And  what  do  they  say  to  him  ? 

9022.  I cannot  say  until  I hear  the  appeal.  Do 
you  suggest  the  General  Commissioners  do  not  even 
give  him  rough  justice  on  depreciation?  What  do 
you  say  to  that? — I never  go  to  the  General  Commis- 
sioners. 

9023.  Therefore,  you  do  not  know? — No;  I always 
go  to  the  Special  Commissioners. 

9024.  Do  you  get  justice  from  them? — Generally, 
yes. 

9025.  Even  the  individual  trader? — So  far  as  depre- 
ciation is  concerned,  they  have  got  their  fixed  rules 
and  we  cannot  get  more. 

9026.  Fixed  rules  for  depreciation? — Well,  prac- 
ticaHy. 

9027.  In  the  light  of  careful  evidence  submitted  to 
them  as  to  the  life  of  a particular  kind  of  plant,  they 
have  fixed  rules  to  apply? — Yes,  practically  they  have. 

9028.  That  is  your  experience? — It  is  my  experi- 
ence. 

9029.  As  regards  this  question  of  the  abolition  of 
Double  Income  Tax  within  the  Empire;  there  is  just 
a statement  there,  but  whether  you  want  it  abolished 
or  whether  you  do  not  want  it  abolished  is  not  very 
clear.  What  is  the  view  of  your  members  on  that 
point? — The  view  generally  is,  that  Income  Tax 
within  the  Empire  should  only  be  assessed  at  the 
highest  rate  that  exists  in  the  country  of  origin. 
That  should  be  the  maximum. 

9030.  In  the  country  of  origin  of  the  profits? — Yes. 

9031.  In  the  case  of  a company  controlled  from 
London,  capital  found  in  London  and  shareholder  in 
London,  this  country  is  to  get  no  tax  ? — Yes. 

9032.  In  the  case  of  profits  made  in  Australia, 
Australia  gets  all  the  tax? — Yes,  that  is  the  sugges- 
tion. 

9033.  Have  you  considered  the  question  of  appor- 
tionment, of  the  tax  between  the  two  countries? No. 

I am  here  for  the  trader,  you  know,  sir.  I am  here 
as  a professional  accountant  whose  interest  is  in  the 
trader  of  this  country  and  the  taxpayer. 

9034.  Who  wishes  to  pay  as  little  tax  as  possible. 
We  are  all  the  same;  1 am  not  making  any  sugges- 
tion?— Well,  we  have  to  do  the  best  we  can  for  our 
clients. 

9035.  Are  we  to  take  that  as  applying  generally  to 
your  evidence?— Yes,  I think  you  may. 

9036.  Now  take  this  stocktaking  certificate.  This 
is  rather  important.  We  have  had  accountants  and 
others  before  us  who  are  strongly  in  .favour  of  this 
certificate.  Your  Society  is  an  important  one  with  a 
large  practising  membership?— Yes. 

9037.  It  does  not  help  to  the  working  of  the  general 
machinery  if  a big  body  of  accountants  encourages 
its  clients  not  to  grant  the  certificate.  I would  like 


to  go  over  it  with  you  in  detail.  The  first  paragraph 
is : • ‘ We  hereby  certify  that  the  whole  of  our  stock 
on  hand  on  the  (blank  date)  is  shown  in  our  Stock 
Sheets  produced  to  ’’—that  is  the  accountant — “ and 
amount  to  £ ; ”? — Where  are  you  referring 

9038.  It  is  the  first  paragraph  in  this  stocktaking 
certificate.  It  is  in  No.  15  under  Schedule  D in  your 
evidence-iu-chief.  Is  there  any  objection  to  that  first 
paragraph;  is  there  anything  wrong  with  that  first 
paragraph? — No,  nothing  at  all. 

9039.  That  is  quite  a proper  one?— Quite  a proper 
one. 

9040.  The  next  one  is:  “ We  further  certify  that 
the  Stock  is  valued  at  cost,  or  market  price  if  under 
cost,  on  the  same  basis  as  hitherto,  and  that  no  deduc- 
tions have  been  made  from  the  value  of  the  Stock  in 
arriving  at  the  above  figures,  which  represent  its  total 
value  to  (the  best  of  our  knowledge  and  belief.”  Wliat 
is  the  criticism  on  that  paragraph? — Well,  no  deduc- 
tions; cost,  or  market  price  if  under  cost. 

9041.  Is  not  ithat  a oommon  and  every-day  ex- 
pression, well  known  to  every  trader  as  to  what  it 
means? — Yes,  but  it  is  not  always  clear  when  it  is 
put  into  a certificate.  You  have  to  look  at  it  in  a 
different  way.  If  you  get  down  to  the  Law  Courts 
and  get  that  certificate  overhauled  by  gentlemen  at 
the  Bar  you  will  find  it  means  something  totalis- 
different  to  what  it  reads. 

9042.  Do  you  suggest  (that  the  average  honest 
trader  is  in  difficulty  in  granting  that  certificate?- 

I do ; very  great  difficulty. 

9043.  That  he  does  not  know  the  cost  price  of  his 
goods? — Manufactured  or  partly  manufactured  goods. 

9044.  A merchant  knows  the  cost  price  of  his  goods? 
—A  merchant  knows  it  until  he  breaks  bulk.  If  he 
breaks  bulk  he  can  never  trace  his  exact  cost. 

9045.  Give  me  an  illustration  of  breaking  bulk  of  a 
particular  kind  of  goods  that  you  refer  to? — We  will 
say  soft  goods. 

9046.  What  kind  of  soft  goods? — We  will  say  silk. 

9047.  Right;  go  ahead  with  silk.  He  breaks  bulk 
in  what  respect?  He  takes  one  of  his  rolls  on  to 
the  board,  and  what  happens? — He  cuts  it  off  and  he 
starts  selling  it. 

9048.  Suppose  he  has  taken  out  a roll,  and  he  has 
sold  half  of  it,  do  you  suggest  ho  does  not  know  the 
oost  price  of  the  half  that  is  left?— He  does  of  that 
half.  I am  speaking  now  of  it  in  bulk. 

9049.  Take  your  own  illustration.  I suggest  that 
a roll  of  silk  is  rolled  out  on  one  of  those  lapping 
boards ; when  the  goods  come  in  each  piece  of  silk 
has  written  on  a ticket  the  cost  price  of  it,  taken 
from  the  invoice,  and  the  number  of  yards  that  are 
in  it? — Yes;  but  five  years  hence? 

9050.  Five  years  hence  that  ticket  is  still  there?— 
How  about  the  price? 

9051.  He  is  still  entitled  to  value  his  stock  at  cost 
price,  or  market  value  if  it  is  less? — Who  is  going 
to  tell  the  market  price? 

9052.  You  take  the  trader’s  certificate  for  that. 
You  know  the  purpose  of  this  certificate,  and  what 
it  is  wanted  for.  Have  you  ever  seen  a stock  sheet, 
all  carefully  prepared  with  extensions  made,  and  at 
the  end  of  the  stock  sheet  £1,000  deducted?— Yes. 

9053.  Have  you  asked  what  that  £1,000  was  for?— 
Yes. 

9054.  And  you  have  got  the  answer  that  it  was  not 
for  anything  in  particular? — No;  I have  never  had 
that.  It  would  be  for  a fall  in  prices  since  the 
stock  was  taken. 

9055.  Have  you  ever  known  of  a case  where  a de- 
duction was  made  and  there  was  no  fall  in  price 
but  a rise  in  price? — I have  never  seen  anything 
added  on  for  a rise  in  price,  because  they  are  taken 
at  cost. 

9056.  Have  you  never  seen  a deduction  from  a 
stock  sheet,  taken  at  cost,  with  a deduction  at  the 
end  of  the  stock  sheet? — Yes,  percentages. 

9057.  Lump  sums  and  percentages? — Very  often 
percentages.  In  many  instances  it  is  to  reduce  it 
to  cost;  that  is  manufactured  and  partlv  manufac- 
tured stuff. 

9058.  I want  you  to  be  quite  frank  with  me  on 
this  point? — I am  trying  to  be,  I assure  you. 

9059.  Do  you  know  that  this  is  the  one  method 
by  which  a trader  can  create  a secret  reserve  which 
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most  easily  avoids  detection? — I quite  agree  to  a form 
of  certificate,  but  I object  to  this  form  of  certificate. 

9060.  That  is  not  my  question.  I put  it  to  you,  do 
you  agree  that  deductions  from  stock,  whether  de- 
ducted from  the  individual  items  or  from  the  total, 
is  the  one  method  of  hiding  up  profit  that  is  most 
difficult  to  detect? — It  is,  I quite  agree. 

9061.  Is  that  not  of  itself  a good  reason  for  a 
certificate? — For  a certificate. 

9062.  Will  you  draft  for  the  Commission  a better 
form  of  certificate  to  prevent  the  trader  making  these 
wrong  deductions  from  his  stock  in  returning  his 
account  for  taxation? — I think  I could.  I have  no 
doubt  I could. 

9063.  We  shall  be  glad  to  have  it.  Do  you  know 
that  only  during  the  war  period  has  this  method  of 
stock  deduction  come  to  light? — For  Excess  Profits 
Duty  principally. 

9064.  Yes,  to  raise  standards  and  other  things;  and 
that  it  has  disclosed  a state  of  matters  which  has 
made  the  Inland  Revenue  set  about  checking  it.  Do 
you  agree  that  it  is  desirable  to  check  it? — I quite 
agree  there  should  be  a certificate.  I take  a certi- 
ficate myself,  but  not  on  those  lines.  It  is  generally 
cost  price  or  a fair  value. 

9065.  Will  you  draft  and  send  us  along  as  from 
your  Society  a suggestion  for  a form  of  certificate  to 
carry  out  what  this  does  in  paragraphs  1,  2,  3,  4 and 
5? — Yes;  when  will  you  require  it? 

9066.  Any  time  within  the  next  month. — You  see, 
I have  to  get  a committee  together  at  a time  when 
they  are  taking  holidays. 

9067.  Within  two  months? — I could  give  you  my 
own  within  a week  but  that  is  not  the  Society’s. 

9068.  We  would  rather  have  a certificate  put  for- 
ward as  one  approved  by  your  Society? — Certainly; 
I will  try  and  get  that. 

9069.  The  reason  I suggest  getting  another  form 
of  certificate  is  that  this  certificate  in  its  present 
form  was  put  forward  by  a prominent  firm  of 
accountants.  You  recognize  the  importance  of  the 
stock  valuation  question ? — Undoubtedly. 

9070.  And  that  there  should  be  no  scope  for  omission 
by  the  trader  in  regard  to  this  important  item? — I 
quite  agree. 

9071.  Just  one  last  question.  You  suggest  here 
that  where  the  computation  differs  from  the  return 
made  by  a taxpayer  the  Surveyor  should  write  him 
a short  note  explaining  how  that  difference  arises? 
—Yes. 

9072.  That  is  done  in  some  cases? — It  is  done  in 


some  cases. 

9073.  You  would  like  it  made  an  invariable  rule? — 


IBS. 

9074.  That  where  they  have  had  accounts  and  re- 
turn of  profits  and  assessment  is  made  on  a different 
amount  they  should  disclose  where  the  difference 
arises.  I quite  agree  with  that  suggestion?— Yes ; 
that  often  causes  a lot  of  difficulty. 

9075.  It  causes  a great  deal  of  needless  corre- 
spondence?— Yes. 

9076.  Of  course  the  Revenue  have  been  very  hard 
worked,  as  we  all  have? — Yes. 

9077.  Mr.  Walker  Clark:  On  No.  (1)  under  Sche- 
dule D of  your  evidence,  accounts  by  traders,  do  I 
understand  you  to  say  that  you  would  insert  a penal 
clause  against  traders  who  do  not  keep  and  render 
accounts  to  the  Revenue? — Yes. 

9078.  You  would  suggest  that  an  Inland  Revenue 
Act  is  a suitable  means  of  putting  on  the  Statute 
Book  a penal  clause  in  reference  to  accounts?— I 
think  it  is,  because  it  may  defraud  the  country  of  tax. 


9079.  It  may? — The  omission  of  it  may. 

9080.  It  may?— I only  say,  may. 

9081.  I suggest  it  is  a highly  improper  thing  to  do. 

You  suggest  in  No.  (12)  under  Schedule  D that  the 
General  "Commissioners  (they  are  sometimes  spoken 
of  as  General  Commissioners  and  sometimes  as  Local 
Commissioners)  should  be  abolished?— I do.  They 
seem  to  me  a very  interfering  body  in  other  people  s 
affairs.  . 

9082.  In  what  way  do  they  interfere?— they  get 
knowledge  of  other  people’s  affairs. 

9083.  In  what  way  do  they  get  knowledge?— I have 


known  cases  where  a man  has  disclosed  the  fact  of  a 
person’s  income  to  another  man  who  was  not  a 
member. 

9084.  You  know  he  was  breaking  the  law  in  doing 
so? — I do.  Lots  of  people  break  the  law. 

9085.  Is  that  sufficient  reason  for  the  abolition  of 
General  Commissioners? — So  far  as  we  are  concerned 
as  a body  of  accountants,  we  rarely  go  to  the  General 
Commissioners,  because  we  do  not  consider  them  a 
sufficiently  responsible  body  to  go  to  on  appeal.  They 
have  no  knowledge  of  accounts  as  a rule;  they  have 
no  knowledge  of  the  profits  that  are  made. 

9086.  They  have  no  knowledge  as  a rule? — No. 

9087.  But  that  is  a very  wide  statement,  is  it  not?— 
Yes. 

9088.  I happen  to  be  a General  Commissioner? — I 
am  sorry. 

9089.  There  are  others  here?— But  I am  not  refer- 
ring to  individuals. 

9090.  You  seriously  suggest  their  abolition?— I do. 

9091.  Although  you  make  no  use  of  them  and  have 
no  interest  in  using  them;  you  can  always  appeal? 


9092.  Do  you  think  their  local  knowledge  is  of  no 
value? — It  may  be  of  some  value. 

9093.  I put  to  you  the  very  question  you  have  been 

raising  about  depreciation ; their  local  knowledge  is  of 
very  great  assistance  to  the  individual  trader ; but,  of 
course,  you  have  no  knowledge  of  them,  so  you  would 
not  be  able  to  answer  that  question?— I have  been 
before  the  General  Commissioners),  and  that  is  the 
reason  I do  not  go  now.  . . 

9094.  Now,  with  reference  to  trade  subscriptions, 
which  you  consider  ought  to  be  deducted,  would  you 
say  that,  regardless  of  their  amount  and  regardless  of 
the  consideration  given  for  those  subscriptions,  they 
should  be  deducted?— Not  regardless  of  the  considera- 
tion. I know  personally  no  extravagant  subscriptions. 

9095.  £1,000  a year,  for  instance? — £1,000  a year  is 


a 9096.  There  are  trade  organisations  where  the  sub- 
scription is  £1,000  a year? — Yes. 

9097.  And  you  would  consider  those  are  reasonably 

deductible?— I have  not  come  across  any  of  that 
amount.  , , 

9098.  There  are  some?— If  a commensurate  ad- 

vantage is  given  by  the  subscription  it  should  be 
allowed.  , . , 

9099.  There  is  an  “ if  ” there,  but  it  does  not  appear 
in  your  evidence.  There  ought  to  be  some  reasonable 
limit,  then,  both  as  regards  the  amount  and  considera- 
tion given  ?— Yes,  I agree. 

9100.  Mr.  Bower  man:  With  regard  to  the  point  you 
raised  about  printing  machinery,  does  assessing  the 
depreciation  really  present  the  difficulty  that  you 
suggest?  Take  a Meihle  machine ; whether  it  is  m 
Manchester  or  London  or  Sheffield,  it  is  doing  the  same 
class  of  work?— I am  not  dealing  with  a Meihle 
machine ; I am  dealing  with  special  machinery. 

9101.  Printing  machinery? — Yes;  they  are  not 

Meihles.  ..  . , . 

9102.  I agree.  I do  not  want  to  go  over  the  list,  but 
it  struck  me  as  being  rather  strange  that  you  should 
make  the  suggestion  that  there  was  a difficulty  as 
compared  with  a machine  for  cotton  spinning. 
Cotton  spinning  is  a very  large  industry,  run  prac- 
tically in  the  same  district,  and  the  same  conditions 
prevail  throughout  the  district.  Then  a body  can  go 
forward  and  ask  for  a special  allowance  for  that 
machinery.  I take  it  you  have  some  knowledge  of 

P19lS!SYes.  That  is  why  your  remark  rather  struck 
me,  that  there  was  special  difficulty  about  it?— But 
where  there  is  general  printers’  machinery  one  man 
mav  be  doing  only  a certain  class  of  work  and  employ- 
ing practically  one  class  of  machinery,  but  another 
may  employ  machinery  generally — the  whole  of  the 
machinery  that  is  supplied  to  the  trade — and  special 
machinery  in  addition. 

9104.  I can  understand  that  at  one  house  the 
machine  is  running  all  the  time  and  at  another  house 
it  is  only  running  half  the  time? — That,  of  course,  is 
another  matter. 

9105.  Chairman : Thank  you. 
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Mr.  Albert  J.  Hobson,  Pro-Chancellor  of  the  University  of  Sheffield,  and  Chairman  of  the  Glass  Delegacy, 

called  and  examined. 


Ihe  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

9106.  (1)  As  Chairman  of  the  Glass  Research  Dele- 
gacy and  Pro-Chancellor  of  the  University  of  Sheffield, 
i desire  to  bring  to  your  notice  an  anomaly  which 
seriously  affects  the  revenue  available  for  the  re- 
searches and  experiments  carried  out  under  the  Glass 
Delegacy,  and,  further,  I desire  to  submit  on  behalf 
of  the  University  a plea  for  more  generous  treatment, 
so  far  as  Income  Tax  is  concerned,  of  donations  made 
for  the  encouragement  of  research  and  advanced 
learning. 

910/ . (2)  The  Delegacy  for  Glass  Research,  Univer- 
sity of  Sheffield,  was  constituted  in  1916  under  condi- 
tions laid  down  by  the  Department  of  Scientific  and 
Industrial  Research  for  the  purpose  of  carrying  out 
industrial  researches  applicable  to  the  glass  industry. 
An  annual  contribution  was  promised  by  the  Com- 
mittee of  the  Privy  Council  through  the  Department 
of  Scientific  and  Industrial  Research,  on  condition 
that  the  University  raised  from  the  industry  at  least 
an  equal  sum. 

9108.  (3)  The  Delegacy  was  the  first  of  the  bodies  to 
be  set  up  by  the  Department  of  Scientific  and  Indus- 
trial Research,  and  its  constitution  served  as  a model 
for  the  formation  of  somewhat  similar  bodies  charged 
with  the  administration  of  funds  for  industrial 
research. 

9109.  (4)  Subsequent  to  its  formation,  other  bodies, 
termed  Research  Associations,  have  been  set  up  as  the 
result  of  negotiations  between  branches  of  different 
industries  and  the  Department  of  Scientific  and  Indus- 
trial Research.  These  Associations  differ  slightly  from 
the  Delegacy  in  that  (1)  the  initiative  is  largely  with 
the  manufacturers  themselves,  (2)  the  Associations  are 
registered  as  limited  companies. 

9110.  (5)  As  an  inducement  to  join  Research  Asso- 
ciations. manufacturers  are  given  the  privilege  of  con- 
sidering their  contributions  as  a necessary  business 
expense  so  that  they  become  freed  from  Income  Tax 
and  Excess  Profits  Duty. 

9111.  (6)  Now,  the  constitution  of  the  Delegacy  is, 
in  general,  very  similar  to  that  of  a Research  Associa- 
tion, each  being  composed  of  manufacturers  and  scien- 
tific experts,  the  difference  being  that  as  the  Delegacy 
was  established  in  connection  with  the  University  of 
Sheffield,  the  chief  officers  of  the  latter  are  included  as 
members.  In  each  case  the  objects  are  the  same,  as 
will  be  seen  by  comparing  the  constitution  and  objects 
of  Hie  Delegacy  with  the  model  articles  of  association 
of  Research  Associations,  such  as  are  quoted  in  the 
second  annual  report  of  the  Department  of  Scientific 
a i ind,USrial  •*^esearch)  and  it  may  be  worth  pointing 
out  that  Research  Associations  themselves  are  invited 
by  the  Department  of  Scientific  and  Industrial  Re- 


search to  have  their  researches  carried  out  in  univer- 
sities and  similar  existing  institutions,  in  each  also 
the  manner  of  raising  funds  is  the  same,  the  Depart- 
ment of  Scientific  and  Industrial  Research  contri- 
buting as  well  as  the  manufacturers  in  the  industry. 

9112.  (7)  But  whereas  the  contributions  of  manu- 
facturers to  Research  Associations  are  usually  exempt 
from  Income  Tax  and  Excess  Profits  Duty,  those  made 
from  the  same  souice  to  the  Delegacy  are  not  so 
favoured. 

9113.  (8)  This  is  an  anomaly  which,  I venture  to 
think,  should  be  removed.  The  manufacturers’  asso- 
ciations that  contribute  to  the  industrial  researches  of 
the  Delegacy  have  made  representations  in  the  matter 
to  the  Board  of  Inland  Revenue,  so  far  without  effect, 
and  four  associations  in  particular,  namely,  the  Asso- 
ciation of  Glass  Bottle  Manufacturers  of  Great 
Britain  and  Ireland,  the  Yorkshire  Glass  Bottle  Manu- 
facturers’ Association,  the  Yorkshire  Flint  Glass 
Manufacturers’  Association,  and  the  British  Chemical 
Ware  Manufacturers’  Association,  associate  themselves 
with  me  in  the  plea  that  the  anomaly  shall  be  remedied. 

9114.  (9)  As  the  matter  stands,  manufacturers  who 
prefer  to  make  grants  direct  to  the  Delegacy  for  indus- 
trial research  of  common  benefit  to  the  industry  are 
penalized  as  compared  with  members  of  a Research 
Association,  whilst  the  University,  which  ultimately 
has  to  carry  out  the  work,  is  handicapped  by  the  fact 
that  the  contributions  obtained  are  not  so  large  as 
they  would  be  if  exemption  from  Income  Tax  and 
Excess  Profits  Duty  were  permitted. 

9115.  (10)  If,  without  diverting  your  earnest  atten- 
tion from  the  special  case  submitted  above,  I may 
briefly  refer  to  another  matter  of  importance,  I would 
urge  the  Commission  to  give  every  consideration  to  my 
plea  that  it  would  recommend  the  exemption  from 
Income  Tax  and  Excess  Profits  Duty  of  all  donations 
made  for  the  purpose  of  education,  particularly  for 
higher  education.  Research  and  higher  education  are 
matters  of  the  highest  public  welfare  and  should  be 
encouraged.  During  the  war  great  hopes  were  held 
out  by  the  Government  that  much  more  liberal  grants 
would  be  available  for  these  purposes.  But  the  best 
that  the  Board  of  Education  has  been  able  to  do, 
finally,  has  brought  great  disappointment  to  all  the 
chief  officers  of  universities  and  kindred  institutions 
who  are  handicapped  heavily  in  their  finances  on 
account  of  the  war. 

9116.  (11)  I urge,  therefore,  that  as  the  State  has 
not  been  able  to  make  adequate  contributions  directly 
for  research  and  higher  education  that  it  should  at 
least  do  all  it  can  to  foster  more  generous  giving  from 
private  citizens  b}-  exempting  donations,  when  made 
for  specific  purposes,  from  Income  Tax  and  other  duty. 


9117. 


APPENDIX. 


Committee  of  the  Privt  Council  for  Scientific  and 
Industrial  Research. 

Conditions  applying  to  the  grant  of  the  Committee 
of  the  Privy  Council  for  Scientific  and  Industrial 
Research,  hereinafter  called  the  Committee,  in  aid 
of  the  establishment  and  maintenance  of  the  Glass 
Research  Institute  in  connection  with  the  University 
of  Sheffield.  J 

1.  A Delegacy  will  be  formed  for  the  promotion  of 
research  m Glass  Technology.  The  Delegacy  will 
consist  of  the  following  persons : — 

Two  Pro-Chancellors,  the  Vice-Chancellor,  the 
Treasurer  and  the  Registrar  of  the  Uni- 
versity. 

The  Chairman  and  the  Vice-Chairman  of  the 
Applied  Science  Department. 

The  Professors  of  Chemistry,  Engineering,  Geo- 
logy  and  Metallurgy  and  Physics  and  the 
Lecturer  in  charge  of  the  Glass  Technology 
Department.  & 

Other  peraons  to  be  appointed  by  the  Council  of 
the  University  on  the  nomination  of  the 
bodies  whom  they  severally  represent  for 
such  period  as  that  Council  shall  determine 
namely : — ’ 


Two  representing  the  Yorkshire  Associa- 
tion of  Glass  Bottle  Manufacturers. 

Two  representing  the  Yorkshire  Associa- 
tion of  Flint  Glass  Manufacturers. 

Three  representing  the  Glass  Workers 
Trade  Unions. 

One  representing  the  Association  of  Glass 
Bottle  Manufacturers  of  Great  Britain 
and  Ireland. 

One  representing  the  British  Flint  Glass 
Manufacturers’  Association. 

One  representing  the  British  Laboratory 
Ware  Association. 

One  representing  the  Northern  Association 
°f  Pressed  Glass  Ware  Manufacturers. 

Three  representing  the  West  Riding 
County  Council. 

Other  persons  to  be  appointed  by  the 
Council  of  the  University  for  such 
period  as  that  Council  shall  determine. 


granted  tor  the  promotion  of  research  in  the  scientifi 
principles  underlying  the  manufacture  of  glass  and  i 
the  application  of  science  thereto 
3 The  Delegacy  shall  annually  present  for  approve 
to  the  Council  of  the  University  a financial  estimat 
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of  receipts  and  expenditure,  and  all  expenditure  shall 
require  the  consent  of  the  Council. 

4.  The  Delegacy  shall  be  empowered  to  make 
arrangements,  for  such  teaching  and  training  of 
students  in  Glass  Technology  as  the  University  may 
from  time  to  time  prescribe  for  a diploma,  and  during 
a period  of  three  years  for  such  other  teaching  and 
training  in  Glas£  Technology  as  the  University  may 
undertake,  provided  thatj  in  the  opinion  of  the 
Delegacy,  it  does  not  interfere  with  the  research  work 
of  the  Glass  Technology  Department. 

5.  The  Delegacy  shall  make  such  arrangements  as 
they  think  fit  for  the  prosecution  of  the  research  into 
the  science  and  technology  of  glass. 

6.  The  staff  of  the  Institute  shall  be  paid  by  the 
Delegacy  and  shall  work  under  their  direction. 

7.  The  University  will  find  the  site  and  buildings 
for  the  proposed  Institute  of  Glass  Technology,  and 
shall  be  responsible  for  securing  such  contributions  as 
they  may  require  for  those  purposes,  and  no  part  of 
the  aid  now  given  by  the  Committee  shall  be  applied 
for  the  purpose  of  providing  either  site  or  buildings. 

8.  The  Council  of  the  University  shall  enter  into 
an  agreement  to  place  at  the  disposal  of  the  Delegacy 
for  a period  of  5 years  rent  free  the  site  and  build- 
ings appropriate  to  the  Institute. 

9.  The  Committee  will  provide  and  pay  to  the 
Delegacy  a capital  sum  of  not  more  than  £1,500  for 
equipment.  Such  equipment  will  revert  to  the 
Council  of  the  University  at  the  conclusion  of  the 
period  of  5 years  unless  the  agreement  is  renewed. 
But  the  Council  of  the  University  will  consult  the 
Committee  and  obtain  their  concurrence  before  apply- 
ing the  building  or  its  equipment  to  any  other 
purpose  than  Glass  Research. 

10.  The  University  will  accept  ultimate  financial 
responsibility  for  the  maintenance  of  the  Institute 
and  will  provide  a sum  of  not  less  than  £500  a year 
for  a period  of  5 years  towards  such  maintenance. 

11.  The  Committee  will  provide  and  pay  to  the 
Delegacy  a 3um  of  not  more  than  £1,200  a year  for 
the  period  of  5 years  towards  the  maintenance  of  the 
Institute. 

12.  Separate  capital  and  maintenance  accounts 
shall  be  kept  by  the  Delegacy  and  shall  be  audited. 

13.  The  first  grant  for  maintenance  will  be  made 
by  the  Committee  for  the  half  year  beginning  on 

[This  concludes  the 

9118.  Chairman:  We  have  had  your  evidence-in- 
chief printed,  and  I am  certain  that  you  will  like  to 
get  away  quickly? — Yes,  I will  be  as  brief  as  I can. 

9119.  Your  paper  has  been  circulated  and  read  by 
the  whole  of  the  Commission,  and  I think  if  you  will 
agree,  we  will  now  commence  your  examination? — 
Might  I say  just  one  preliminary  thing?  I do  not 
know  whether  you  have  had  from  the  Industrial  Re- 
search Department  of  the  Board  of  Education  the 
paper  I requested  the  Secretary  to  send,  on  the 
Articles  of  the  Organisation  and  Research  Committees, 
because  the  paper  with  my  evidence  was  prepared 
before  I went  and  saw  the  Education  Authorities ; and 
I went  there  so  as  not  to  be  otherwise  than  well 
informed  as  to  whether  there  was  any  possibility  of 
getting  what  I wanted  through  the  existing  machin- 
ery. If  you  have  had  before  you  the  Articles  forming 
the  Research  Committees,  you  will  find  that  under 
Clause  3 (a)  the  funds  of  the  Research  Committees 
may  be  used  to  encourage  and  improve  the  education 
of  persons  who  are  engaged  or  likely  to  be  engaged  in 
industry.  That  gives  a kind  of  indirect  permission 
to  use  the  funds  for  teaching,  which  is  the  main'  prayer 
of  the  memorandum  that  has  come  before  you.  But 
at  the  same  time  I think  that  it  is  so  obscurely  put  in 
the  regulations  that  the  fact  that  it  exists  is  generally 
unknown,  and  that  a fuller  arrangement  by  which  the 
funds  contributed  from  industry  to  research  and 
teaching,  may  be  given  to  teaching,  is  still  necessary, 
notwithstanding  the  fact  that  I have  drawn  your 
attention  to  that  point  in  the  schedule.  I do  not 
know  that  I have  anything  else  to  add. 

9120.  Mr.  May : I think  it  is  a fact,  is  it  not,  that 
a Glass  Research  Association  is  in  process  of  forma- 
tion?— Yes,  but  it  presents  several  difficulties,  because 
it  would  be  a Research  Association  of  the  whole  of  the 


the  1st  October  1916.  Subsequent  grants  will  be 
for  the  year  beginning  1st  April,  and  be  payable  in 
quarterly  instalments.  Before  paying  subsequent 
annual  grants  the  Committee  must  be  satisfied  that 
the  work  of  the  Institute  is  progressing  satis- 
factorily and  that  the.  agreed  conditions  are  being 
observed.  The  Delegacy  will  submit  as  soon  as 
possible  after  the  31st  March  in  each  year  audited 
accounts  with  a report  of  the  work  of  the  Institute 
for  the  year  ending  on  the  31st  March. 

14.  The  Delegacy  shall  enter  into  such  reasonable 
arrangements  of  general  application  to  all  industrial 
research  as  may  be  required  by  the  Committee,  after 
-consultation  with  the  Delegacy,  for  the  purpose  of 

preventing  duplication  of  work,  and  securing  the 
intercommunication  of  results  which  are  applicable 
to  more  than  one  of  the  glass  researches  aided  by  the 
Committee. 

15.  (a)  The  results  of  the  researches  conducted  at 
the  Institute  as  obtained  from  time  to  time,  shall 
be  communicated  in  the  first  place  to  the  Committee 
which  in  consultation  with  the  Delegacy  shall  de- 
termine the  extent  to  which  and  the  conditions  under 
which  the  results  shall  be  made  available. 

(6)  The  Committee  reserve  the  right  to  determine 
in  consultation  with  the  Delegacy  to  what  extent 
and  in  what  proportion  the  Committee  the  Delegacy 
and  the  members  of  the  Staff  of  the  Institute  shall 
secure  to  themselves  by  patents  or  otherwise  a share 
in  any  profits  derived  from  the  results  of  the  re- 
searches conducted  by  the  Institute. 

(c)  Provided  always  that  the  conditions  under 
which  tests  and  investigations  shall  be  conducted 
for  an  individual  manufacturer  or  association  of 
manufacturers,  in  the  results  of  which  it  is  proposed 
that  the  manufacturers,  or  association  shall  have 
proprietary  interests,  shall  not  be  governed  by  this 
clause  but  shall  be  the  subject  of  an  independent 
agreement  between  the  manufacturer  or  association 
and  the  Delegacy  in  a form  that  has  been  approved 
by  the  Committee. 

(d)  Other  assistance  given  by  the  Glass  Technology 
Department  to  a manufacturer  or  association  of 
manufacturers  whether  in  the  form  of  advice  or  of 
routine  tests  is  not  the  subject  of  the  foregoing 
clauses. 

evidence-in-chief.'] 

country,  with  many  districts;  and  whether  we  should 
be  wise,  in  the  University  of  Sheffield,  to  send  into  an 
indirect  source  of  contribution  the  contributions  we 
at  present  receive  direct  from  the  Manufacturers’ 
Association,  is  doubtful ; also  there  is  no  room  in  those 
Research  Associations  for  a trade  association  to  be  a 
member.  It  must  be  individual  firms.  Therefore, 
there  is  a difficulty  as  to  whether  we  could  put  the 
subscriptions  of  trade  associations  through  a research 
committee. 

9121.  But  the  association  will  probably  be  formed 
with  the  approval  of  the  Department  of  Scientific  and 
Industrial  Research? — Yes,  that  is  so. 

9122.  And  in  that  case,  the  relief  that  you  are  seek- 
ing, to  a certain  extent  will  be  allowable  under  the 
arrangements  made  by  the  Board  of  Inland  Revenue 
with  regard  to  Research  Associations.  Is  not  that  so? 
—Yes,  that  is  partly  so.  As  far  as  manufacturers  join 
that  Research  Association,  we  shall  get  some  of  the 
relief,  but  there  will  be  no  relief  as  far  as  the  manu- 
turers  do  not  join  that  Association. 

9123.  You  appreciate,  of  course,  that  the  research 
work  of  a university  is  of  a different  character  and 
scope  to  that  of  a Research  Association  in  a particular 
industry,  and  that  therefore  it  cannot  have  quite  the 
same  relief? — Yes,  I do  appreciate  that,  but  I think 
the  line  between  research  work  and  teaching  work 
is  too  artificially  drawn  for  this  purpose.  The  teach- 
ing work  is  as  valuable  as  the  research  work  for  the 
promotion  of  the  better  working  of  the  industry,  and 
when  the  Government  has  declared  itself  a 30  per  cent, 
partner  in  every  firm,  it  is  not  quite  fair  to  throw  the 
whole  of  the  burden  of  the  teaching  of  the  industry 
on  to  the  share  drawn  by  the  commerce  of  the  country, 
and  for  the  Government  to  make  no  contribution  to  it. 
I am  not  asking  for  anything  that  I think  would 


440 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


31  July,  1919]  Mr.  Albert  J.  Hobson.  [ Continued . 


reduce  the  revenue ; it  would  pay  the  Revenue  to  give 
encouragement  to  any  industry  to  pursue  both  re- 
search and  teaching  in  its  own  industry.  That  is  my 
point. 

9124.  In  other  words,  you  want  to  get  the  relief  from 
the  tax  both  ways? — Yes ; I think  the  more  broad 
arrangement  is  sound  and  can  be  defended. 

9125.  But,  after  all,  the  main  burden  of  your 
evidence,  and  the  plea  in  the  statement,  is  on  the 
ground  of  benefit  to  industry  and  commerce.  Is  not 
that  so? — Yes,  but  the  other  point  is  that  the  Govern- 
ment, being  a partner,  will  also  derive  benefit  from  the 
same  thing.  I think  your  point  is  that  you  must  not 
reduce  revenue  by  your  investigations,  and  I put  it 
to  you  that  the  broader  view  in  this  case  would  not 
reduce  revenue. 

9126.  So  far  as  the  basis  of  your  evidence  is  con- 
cerned, that  is  to  say,  seeking  relief  in  order  that 
industry  and  manufacture  may  be  benefited,  do  you 
know  that  any  trader  may  deduct  sums  expended  in 
research  work  by  his  own  staff? — Yes,  I do;  but  they 
are  put  upon  individual  proof ; the  sums  must  be  con- 
tinuously expended,  and  unless  they  set  up  a research 
society  it  is  a very  troublesome  thing  to  get  through 
with  the  Surveyors. 

9127.  That  is  rather  a matter  of  administration? — 
Yes,  except  that  there  again  you  are  allowed  to  spend 
money  for  research ; if  j'ou  can  prove  it  is  research  in 
your  own  laboratories  it  is  not  much  questioned ; but 
if  you  begin  to  spend  the  money  on  outside  research  it 
may  be  questioned  as  to  the  expense ; you  are  limited 
to  research,  and  I want  it  to  be  a little  wider,  and  take 
in  teaching  of  the  industry  if  possible. 

9128.  You  would  agree  that  in  the  case  of  a 
university  it  would  be  necessary  to  examine  a little 
carefully  the  scope  of  the  work  undertaken,  to  see 
whether  the  relief  was  being  properly  granted ; or 
would  you  not,  as  I suggested  just  now,  get  it  both 
ways? — I want  to  get  it  both  ways,  but  at  the  same 
time  the  Government  has  agreed  that  if  a Research 
Association  is  formed  it  wrill  accept  its  certificate  that 
the  money  is  properly  expended ; and  that  is  the  main 
inducement  to  make  a Research  Association — in  order 
that  the  subscription  through  it  may  be  free  from 
harassment  on  this  question  of  whether  they  are  legiti- 
mate expenses  or  not. 

9129.  Mrs.  Knowles : Do  you  not  think  you  are 
approaching  this  from  the  wrong  end  when  you  ask  for 
relief  from  Income  Tax?  Ought  you  not  to  get  a 
larger  grant  from  the  State  and  pay  your  Income 
Tax? — That  is  arguable;  but  at  the  same  time  I do  not 


think  it  is  as  likely  to  be  as  successful  as  allowing  the 
industry  to  subscribe;  for  the  reason  that  the  industry 
knows  its  own  wants,  and  what  it  really  is  likely  to  get 
for  its  subscriptions,  more  intimately  than  the  State 
ever  can ; and  therefore  there  is  an  amount  of  in- 
dividual interest  in  the  subscriptions  from  the  manu- 
facturers, to  see  how  they  are  spent,  that  you  would 
not  get  with  an  increased  State  grant. 

9130.  So  many  people  come  to  us  who  want  money  off 
the  Income  Tax,  which  is  an  indirect  subvention ; and 
it  seems  to  me  that  if  you  are  going  to  give  these 
bounties  and  subventions  they  ought  to  be  given 
directly,  and  not  in  a hidden  way  as  exemptions  from 
Income  Tax,  which  may  rise  to  any  point.  You  are 
asking  for  something  which  goes  against  the  principle, 
asking  that  we  should  give  exemption  from  Income 
Tax  and  so  hide  the  subvention  ?— I do  not  think  that 
is  quite  the  right  way  of  looking  at  it.  It  is  not  a 
question  of  hiding  the  subvention,  to  my  mind.  It  is 
a question  of  whether  this  is  a legitimate  business 
expense  expended  in  the  interest  of  the  business,  like 
an  advertisement  Advertisements  increase  the  in- 
come both  to  the  Government  and  to  the  proprietors, 
and  are  regarded  as  a business  expense.  I say  that 
educational  grants  in  a business  do  promote  the 
prosperity  of  the  business,  and  that  they  ought  to  be 
regarded  as  a legitimate  expense. 

9131.  Mr.  Walker  Clark : At  paragraph  10  in  your 
proof,  you  recommend  the  exemption  from  Income 
Tax  and  Excess  Profits  Duty  of  all  donations  made 
for  the  purpose  of  education,  particularly  for  higher 
education.  That  is  a very  wide  statement,  iB  it  not? 
— Yes,  but  I would  pub  it  as  high  as  that. 

9132.  Therefore  the  contribution  of  £1,000  to  a 
private  orphanage,  conducted  on  strictly  select  lines 
for  a specific  class,  which  was  educating  the  children 
of  the  orphanage,  would  be  exempt? — I think  that 
is  going  rather  further  than  I intended  to  go;  I 
do  not  wish  to  put  it  as  high  as  that;  but  I am 
pleading  against  the  present  restricted  view' ; and  I 
agree  that  there  musit  be  a line  drawn  somewhere ; I 
think  that  is  only  right. 

9133.  Should  not  the  line  be  that  the  purpose  of 
the  donation  has  some  connection  with  the  industry? 
— Yes,  I would  agree  to  that.  I think,  myself,  that 
that  is  the  right  line  to  take,  because  general  chari- 
table and  general  educational  subscriptions  ought  not 
to  be  an  expense  of  a commercial  kind  to  the  business 
in  question. 

9134.  Chah'man:  Thank  you  very  much  for  your 
evidence. 


Mr.  Robert  Shirkie,  on  behalf  of  the  Trades  Union  Congress  Parliamentary  Committee,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Precis  of  evidence  of  Robert  Shirkie,  Secretary  of 
the  National  Federation  of  Colliery  Enginemen 
and  Boilermen  and  Secretary  of  the  Scottish 
Colliery  Engine  and  Boilermen’s  Association,  121 
West  Regent  Street,  Glasgow. 

9135.  (1)  I am  a member  of  the  Parliamentary 
Committee  of  the  British  Trades  Union  Congress 
w’hich  represents  nearly  5,000,000  of  the  workers  of 
this  country.  I have  been  asked  to  give  evidence 
before  this  Commission  on  their  behalf. 

9136.  (2)  The  position  of  the  Trades  Unions  of  this 
country  on  the  question  of  what  income  should  be 
free  from  Income  Tax  is  a well  defined  one,  and  rests 
upon  two  or  three  simple  principles.  Generally,  they 
believe  and  submit  that  Income  Tax  should  be 
exacted  only  from  surplus  income,  that  is,  Income 
Tax  should  not  be  imposed  except  on  incomes  above 
the  money  figure  which  is  required  to  maintain  the 
persons  assessed  in  reasonable  comfort  and  complete 
health. 

9137.  (3)  The  present  practice  of  assessing  on  all 
incomes  above  £120  per  annum  is  most  strongly 
objected  to.  This  Income  Tax  limit  means  that  a 
married  man  has  to  pay  on  all  income  above  £145— 


self  £120,  plus  wife  £25;  or,  to  add  two  children 
and  make  a household  of  4 persons,  on  all  incomes 
above  £195,  being  the  above  £145,  plus  2 children, 
£50.  The  insufficiency  of  £195  per  annum  to  main- 
tain a family  comfortably  and  in  health  is  obvious. 
It  cannot  be  done.  The  position  is  very  much  v'orse 
than  it  was  on  the  pre-war  basis.  Then — in  the  case 
of  the  household  of  4 persons — the  assessment  was 
not  imposed  except  on  incomes  above  £210 — being 
the  old  £160  plus  £25  for  each  of  the  two  children. 
While  the  Government  has  generally  recognized  the 
fact  that  the  purchasing  value  of  money  has  altered 
it  has  not  done  so  in  the  present  case.  The  expres- 
sion “ increased  cost  of  living  ” is  so  frequently  used 
that  its  real  significance  becomes  somewhat  blunted 
in  the  ordinary.  In  dealing  with  Income  Tax  it 
must  always  he  looked  upon  as  a fundamental  con- 
sideration. In  dealing  with  money  values,  the 
v'orkers  always  take  the  purchasing  power  of  money 
as  the  real  and  only  test  of  its  value.  The  money 
itself  is  a mere  token  bearing  a certain  name,  issued 
by  or  with  the  consent  of  Government,  which  entitles 
its  holder  to  make  certain  purchases.  If  the  pur- 
chasing value  has  diminished  to  one-half  of.  what  it 
previously  was,  then  the  income  free  from  tax  must 
also  double.  This  is  precisely  what  has  taken  place. 
The  workers  receive  double  the  number  of  money 
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tokens,  but,  they  are  not  advantaged,  because  these 
purchase  no  more  of  the  necessities  of  life  than  they 
were  able  previously,  with  one-half  the  number,  to 
obtain.  Income  Tax  has  always  been  looked  upon 
as  a tax  on  surplus  income.  The  fact  that  there  is 
a minimum  at  all  proceeds  upon  the  assumption  that 
the  person  assessed  and  his  dependants  should  have 
a sufficient  sum  to  maintain  life  and  health  free 
altogether  from  Income  Tax.  This  also  is  the  con- 
tention of  the  workers  whom  I represent. 

9138.  (4)  The  question  as  to  what  income  should 
be  free  from  Income  Tax  has  been  carefully  and 
exhaustively  considered  by  the  workers.  They  ask — 
assuming  the  necessity  meantime  for  the  imposition 
of  the  tax — that  it  should  be  imposed  much  more 
heavily  upon  large  incomes  than  at  present,  indeed 
so  heavily  as  to  make  any  vast  accumulation  of 
wealth  impossible,  and  that  the  burden  should  be 
removed  from  all  incomes  under  £250  per  year. 
This  is  their  minimum  demand.  My  own  view  is 
that  it  does  not  leave  a sufficient  sum  untaxed.  If 
it  is  to  be  accepted  that  the  workers  should  have 
the  income  free  which  is  required  to  provide  a 
standard  of  living  which  will  permit  of  the  raising 
of  a healthy  race — and  this  must  be  conceded — then 
the  present  limit  must  be  immediately  raised.  If 
we  are  not  to  take  the  necessary  food  and  clothing 
from  the  homes — and  particularly  from  the  mouths 
and  bodies  of  the  children  upon  the  healthy  up- 
bringing of  whom  our  nation  depends — we  must 
always  ask,  how  much  does  it  take  to  keep  this 
family  in  life,  health  and  comfort,  before  we  impose 
Income  Tax.  £250,  or  a pre-war  standard  of  £125, 
is  not  more  than  adequate  for  this  purpose,  indeed, 
under  the  existing  state  of  our  law  which  permits 
of  almost  unlimited  money-making  and  profiteering, 
an  increase  beyond  the  £250  may  be  quite  reasonably 
contemplated.  In  submitting  this  figure — and  from 
our  point  of  view  it  is  an  irreducible  one — it  is 
acceptod  that  the  present  additional  allowances  will 
be  continued  and  in  many  cases  increased. 

9139.  (5)  Spending  my  life  among  the  working 
people,  and  being  one  of  them,  I know  that  the 
present  practice  causes  very  many  and  serious  hard- 
ships. In  one  district,  so  serious  is  the  position  that 
the  County  Court  is  flooded  weekly  with  scores  of 
actions  for  the  recovery  of  small  sums  of  Income  Tax 
which,  in  many  cases,  the  workers  are  unable  to  pay. 
The  figures  for  the  last  six  weeks  in  one  Scottish 
County  Court  are  as  follows : — 


Week 

Total  No. 

No.  of 

ending. 

of  cases. 

Income 
Tax  cases 

20.5.19 

39 

20 

27.5.19 

73 

35 

4.6.19 

76 

35 

11.6.19 

61 

12 

18.6.19 

35 

3 

25.6.19 

213 

180 

Total 

497 

285 

These  people  are  not  dishonest  or  disinclined  to 
pay  if  they  had  the  means  to  do  so,  but  they  simply 
cannot  pay  without  depriving  their  children  of  the 
bare  needs  of  life.  I know  cases  where  the  paying 
of  such  tax  has  meant  that  the  children  have  gone 
without  boots.  Surely,  this  is  not  just.  It  is  against 
the  national  interest.  It  is  opposed  to  the  whole 
tendency  of  modern  legislation.  Meantime,  the 
State  seems,  legislatively,  to  have  accepted  the 
responsibility  of  seeing  that  the  needs  of  the 
children  be  cared  for,  and  their  best  interests  pro- 
moted. School  feeding  and  clothing,  medical  inspec- 
tion, the  care  of  malnutrited  children,  and  the  main- 
tenance of  children  who  attend  school  beyond  a 
certain  age,  can  only  be  logically  defended  on  the 
hypothesis  that  it  is  the  business  of  the  nation  to 
see  that  its  child  life  is  hedged  round  with  all  neces- 
sary safeguards  and  protections.  Is  the  nation  going 
to  do  this  on  the  one  hand,  and,  on  the  other,  by 
the  imposition  and  exaction  by  process  of  law,  in 
cases  where  the  money  is  required  for  home  needs, 
defeat  its  own  proper  purpose? 


9140.  (6)  The  proposed  standard  is  a reasonable  one. 
Apart  entirely  from  the  views  of  my  constituents,  I 
have  entered  into  the  matter  thoroughly,  and  am  satis- 
fied that  the  £250  limit  is  a most  moderate  one.  The 
general  costs  of  living  have  recently  more  than 
doubled.  On  the  outstanding  foodstuffs,  the  increase 
is  roughly  100  per  cent. ; on  the  odd  things,  nearly  all 
of  which  are  outwith  any  control,  the  increase  is  any- 
thing up  to  400  per  cent.  The  house  rents  are  likely 
under  the  new  housing  schemes  to  be  more  than 
doubled,  and  the  local  rates  will  be  increased  100  per 
cent,  on  the  present  rental,  or  400  per  cent,  on  the 
future  rent.  Altogether,  the  difficulty  is  in  seeing 
how  the  minimum  proposed  will  meet  the  case,  but  i 
leave  it  there,  contending  that  the  question  as  to  a 
lower  figure  than  the  proposed  £250  is  impossible. 

9141.  (7)  It  is  also  maintained  that  the  minimum 
should  not  be  the  bare  cost  of  comfortable  and  safe 
living,  but  that  it  should  leave  a margin  sufficient  to 
secure  the  workers  against  the  ordinary  incidents  and 
accidents  of  life.  The  minimum  ought  to  be  the 
naked  cost  of  comfortable  and  healthy  living,  plus  such 
sum  as  may  be  required  to  meet  the  above  and  other 
risks.  The  workers  must  not  be  asked  to  remain  on 
the  border  line  of  poverty.  Till  such  time  as  the 
nation  provides  for  the  maintenance  of  the  worker’s 
wife  and  children  during  his  and  their  illness  it  must 
make  allowance  for  a sum,  free  from  Income  Tax, 
sufficient  to  secure  from  the  ordinary  risks  of  life. 

9142.  (8)  This  clearly,  and  I think  irresistibly,  arises 
from  our  present  practice.  The  existing  system 
assumes — and  I admit  frankly  that  I think  it  does  so 
wrongly — that  the  individual  worker  should  make  his 
own  provision  for  domestic  troubles,  to  a great  extent 
for  enforced  idleness  and  old  age,  and  it  is  a corollary 
to  this  that  the  sum  required  for  the  purpose  should  be 
free  of  Income  Tax.  I do  not  feel  myself  called  upon 
to  show  how  this  proposal  can  be  given  effect  to.  I 
am  not  to  discuss  the  question  of  ways  and  means. 
My  submission  is  that  the  sum  required  for  comfortable 
and  healthy  living  is  a first  charge  upon  the  nation. 

9143.  (9)  The  maintenance  of  public  services,  the 
payment  of  interests,  and  many  other  charges,  must 
be  postponed  to  the  necessary  abatements  on  Income 
Tax  and  the  payment  of  the  monies  required  to  main- 
tain our  people  in  comfort  and  health.  If  it  be  at  any 
time  impossible  to  pay  all  these  charges,  then  they 
must  be  paid  in  their  order  of  preference.  I can  quite 
conceive  the  possibility,  in  the  future,  of  our  nation 
finding  a difficulty  in  meeting  many  of  its  commit- 
ments, but,  if  any  have  to  remain  unpaid,  it  must  be 
the  least  important  and  less  urgent  of  them. 
Assuming  that  the  question  were  to  arise  as  to  whether 
the  people  were  to  be  deprived  of  the  necessities  of 
life,  or  that  certain  interests  were  to  be  paid,  I hesi- 
tate not  in  saying  that  the  payment  of  the  interests 
would  require  to  stand  postponed  to  the  liquidation  of 
what,  I submit,  is  the  more  vital  consideration.  So 
huge  is  our  nation’s  commitments,  that  it  is  only  by 
having  a nation  in  which  C3  men  and  women  are  prac- 
tically unknown  that  we  can  hope  to  meet  thqm.  It 
is  not  the  present  generation,  or  even  the  next,  that 
will  pay  the  debt.  If  we  begin  to  cheesepare  in  such 
a way  as  will  encourage  the  production  of  a popula- 
tion of  a low  physical  and  mental  class,  then  our  debts 
will  never  be  paid  at  all.  I contend  that  I am  not 
called  upon  to  condescend  on  the  financial  aspects  of 
my  proposals.  My  submission  is  that  it  is  the  post- 
poned creditors  who  must  show  ways  and  means,  and 
not  the  body  which  I represent. 

9144.  (10)  It- is  strongly  suggested  that  all  overtime 
should  be  free  from  taxation.  If  men  are  called  to 
work  more  than  they  ought  to  do,  they  are  in  so  doing 
making  a sacrifice  which  ought  to  give  any  income  de- 
sired immunity  from  tax.  I agree  that  such  overtime 
should  be  reduced  to  its  very  minimum,  but,  where  it 
is  absolutely  necessary,  then  the  men  should  be 
encouraged  to  do  it.  There  are  many  cases  where  low- 
paid  men,  such  as  railway  workers  and  others,  only 
come  under  Income  Tax  by  working  overtime.  These 
men  are,  many  of  them,  indifferently  paid.  They 
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labour  under  circumstances  which  are  not  conducive  to 
good  health,  and  it  is  asked  that  the  earnings  from 
overtime  work  should  not  be  assessed. 

9145.  (11)  With  regard  to  the  minor  exemptions, 
such  as  for  wives  and  children,  it  is  submitted  that 
these  are  not  on  a sufficiently  generous  scale.  The 
allowance  of  £25  per  child  might  be  good  enough  on 
the  pre-war  basis,  but  it  is  absolutely  insufficient  now. 

It  requires  twice  as  much  to  keep  a child  now  as  it  did 
in  1914.  It  is  therefore  submitted  that  an  allowance 
of  £50  should  be  granted  instead  of  the  pre-war  allow- 
ance of  £25.  The  allowance  to  the  wife  is  a more 
recent  abatement,  but  the  same  argument  applies  in 
this  case. 

9146.  (12)  Under  the  present  practice  of  exemp- 
tions, sons  who  maintain  the  household,  on  the  death 
or  the  illness  of  their  father,  are  not  properly  treated. 
There  is  no  legal  obligation  on  them  to  keep  their 
brothers  and  sisters,  but  they  do  it,  and  in  discharging 
this  duty  they  relieve  the  public  rate.  The  present 
position  is  that,  while  they  are  allowed  in  certain  cases 
an  abatement  for  their  brothers  and  sisters  who  are 

[This  concludes  the 

9147.  Chairman : Are  you  the  Secretary  of  the 
National  Federation  of  Colliery  Enginemen  and 
Boilermen? — That  is  so. 

9148.  In  Scotland? — Yes,  Scotland.  The  Federation 
is  England  and  Scotland;  that  is  the  Federation  of 
the  different  Societies  in  the  two  countries;  but  I am 
also  Secretary  of  the  Scottish  Association. 

9149.  Were  you  a workman  before  you  took  the 
Secretaryship? — Yes.  I winded  up  the  collieries  for 
20  years. 

9150.  You  were  a winder,  were  you? — Yes. 

9151.  That  is  a very  interesting  job,  is  it  not? — Yes. 

9152.  Was  it  in  the  old  days,  when  there  was  a 
danger  of  over-winding? — Yes,  it  was  long  before  the 
improved  methods  were  introduced.  I had  a hand 
in  getting  these  done,  that  is  the  overwinding  gear, 
and  detaching  hooks,  and  so  on.  I was  at  all  those 
enquiries  and  commissions  assisting  to  get  these  safety 
appliances. 

9163.  Have  you  ever  overwound?— I never  did.  1 
wgs  only  fortunate.  I know  many  times  when  I might 
have  had  an  accident,  but  I did  not. 

9154.  I am  very  glad  to  hear  that  record? — It  is 
nearly  16  years  since  I took  up  my  present  position. 

I winded  in  Scotland,  and  in  South  Africa  at  the  gold 
mines. 

9155.  You  are  not  coming  with  any  proposals  to 
ask  us  to  raise  Income  Tax,  are  you? — No,  I could 
not  do  that. 

9156.  The  Commissioners  will  now  ask  you  questions 
on  your  evidence-in-chief? — There  is  one  point  I 
should  just  like  to  mention.  In  the  statement  I sent 
in  there  were  some  figures  omitted  by  error,  and  I 
want  to  supply  them. 

9157.  Mrs.  Knowles:  It  is  in  paragraph  (5);  cases 
in  the  County  Court. 

9158.  Chairman:  Have  you  the  figures  now? — Yes. 

I lived  in  Hamilton  previous  to  going  to  Glasgow,  so 
that  it  is  the  Hamilton  court  that  I refer  to.  These 
are  figures  referring  to  cases  in  court  for  the  last 
few  weeks  previous  to  my  sending  the  statement.  For 
the  week  ending  25th  June,  1919,  the  cases  in  court 
were  213,  and  out  of  the  213,  there  were  180  Income 
Tax  cases;  18th  June,  there  were  35  cases,  and  3 of 
them  were  Income  Tax  cases;  11th  June  there  were 
61  cases,  and  12  of  them  were  Income  Tax  cases;  4th 
June,  there  were  76  cases,  and  35  of  them  were  Income 
Tax;  May  27th,  there  were  73  cases,  and  35  of  them 
Income  Tax ; May  20th,  there  were  39  cases  altogether, 
and  20  of  them  Income  Tax.  The  total  for  the  whole 
is  that  there  were  285  Income  Tax  cases  against  212 
other  cases.  The  total  oases  in  the  Court  were  497. 

9159.  Mr.  McLintock : There  is  just  one  point 
there : all  those  Income  Tax  cases  are  brought  into 
that  one  period? — That  is  so. 

9160.  Is  it  quite  fair  to  draw  a comparison  between 
the  Income  Tax  cases  all  crowded  into  a few  weeks, 
and  contrast  them  with  the  general  County  Court 
cases? — It  must  be  of  necessity  that  there  is  a certain 


dependent  relatives,  they  are  not  allowed  anything 
for  their  mother  if  she  should  be  in  the  home  and 
required  there  to  attend  to  the  household.  I have 
known  cases  where  the  abatement  has  been  refused  in 
respect  of  mothers,  50  years  of  age,  because  it  was  said 
they  were  not  infirm,  that  they  were  able  to  work  and 
should  do  so.  In  one  such  case  the  mother  was 
required  at  home  to  keep  a house  containing  a number 
of  little  children,  all  of  whom  were  being  maintained 
by  the  working  son.  The  abatement  is  also  refused  in 
respect  of  a father  who  is  unable  to  work,  and  who 
had  been  maintained  by  a working  son.  In  one  such 
case  the  abatement  was  refused  in  respect  of  a man,  50 
years  of  age,  who  had  not  wrought  any  for  a number 
of  years  in  consequence  of  miners’  lung  trouble.  This 
father  was  being  maintained  by  his  son,  who  made  the 
necessary  application,  but  was  refused.  It  is  sub- 
mitted generally,  with  regard  to  such  abatements,  that 
they  are  too  small,  and  that  they  should  be  granted  in 
every  case  to  every  member  of  the  household — includ- 
ing father  and  mother — who  is  dependent  upon  the. 
working  member  of  the  family  who  claims  the  abate- 
ment. 

evidence-in-chief. "] 

period  when  it  is  possible  for  Income  Tax  cases  to 
come. 

9161.  That  is  about  12  mouths’  Income  Tax  cases? 
— No,  I would  not  say  that,  because  workmen  pay 
their  Income  Tax  quarterly. 

9162.  But  were  the  proceedings  taken  quarterly? — 
I should  say  yes,  that  is  my  opinion. 

9163.  Mr.  Bowerman : Is  not  the  matter  adjusted 
at  the  close  of  the  year? — It  was  a lawyer  who  was 
dealing  with  that,  who  was  speaking  to  me  about  it, 
and  I got  my  information  from  him,  and  he  said  it 
was  general  all  over. 

9164.  Chairman : Does  this  follow  as  a result  of  the 
men  declining  to  pay  Income  Tax? — No;  in  our  dis- 
trict there  was  no  question  such  as  there  was  in 
South  Wales.  There  are  many  branches  of  organisa- 
tions threatening  direct  action  because  of  Income 
Tax,  but  there  is  no  systematic  refusal  to  pay.  My 
position  is  that  there  is  inability  to  pay  on  the  part 
of  the  xmorer  people. 

9165.  Mr.  Walker  Clark : Just  dealing  with  the  one 
question  which  is  now  before  us,  were  these  cases  of 
miners,  or  were  they  cases  of  the  general  public, 
munition  makers  who  had  ceased  working  on  muni- 
tions and  had  come  on  to  less  well  paid  jobs? — In 
the  district  of  Hamilton  you  could  scarcely  say  there 
were  any  munition  workers.  It  is  a mining  district, 
mostly. 

9166.  I mean  the  whole  of  these  cases  would  be 
local  cases? — Yes,  local  cases. 

9167.  And  there  would  be  no  change  in  the  wages 
in  the  interval;  no  downward  change? — No,  there  was 
no  downward  change. 

9168.  Therefore  they  were  incomes  of  £3  a week 
and  over  that  were  taxed  and  not  paid? — They  must 
have  been. 

9169.  And  the  proportion  would  probably  be  not 
moro  than  2d.  or  3d.  in  tho  £ on  the  weekly  earn- 
ings?— But  that  total  comes  to  something. 

9170.  But  the  proportion  would  be  that.  And  you 
seriously  tell  us  that  a man  would  not  pay  because 
he  could  not,  under  those  conditions? — Yes,  abso- 
lutely ; I say  that  as  to  this  Court. 

9171.  In  the  beginning  of  your  paper,  the  third 
paragraph,  the  figures  you  give  have  been  altered  by 
the  Chancellor  recently? — Yes,  my  paper  was  written 
previous  to  that. 

9172.  You  go  on  to  say  Income  Tax  has  always 
been  looked  upon  as  a tax  on  surplus  income.  Is 
that  so? — We  expect  so. 

9173.  You  say  it  has  always  been  looked  upon.  Do 
you  mean  looked  upon  by  miners  of  your  own  class?--- 
The  working  class  people;  the  fact  that  £120  is 
allowed  indicates  that,  does  it  not? 

9174.  I do  not  want  you  to  put  me  into  the  box, 
but  if  I were  answering  the  question  I should  say 
this  is  totally  wrong.  You  put  it  that  the  view  of 
the  working  class  people  as  a whole  is  that  it  is  a tax 
upon  surplus  income?— I do  not  know  that  I would 
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put  it  so  strongly  as  that.  The  position  is  that  the 
working  class  were  practically  immune  from  Income 
Tax  up  to  very  recently. 

9175.  When  they  had  a lower  wage? — Yes,  which 
would  make  it  appear  that  it  was  the  case  that  they 
required  to  have  a living  wage,  and  a standard  of 
comfort ; it  is  not  a question  of  surplus,  but  a ques- 
tion of  having  a wage  that  could  keep  them. 

9176.  You  are  getting  on  to  the  new  advances  now. 
Here  it  says  “surplus  income”? — Where  is  that? 

9177.  In  your  paragraph  2? — It  really  does  not 

matter  much.  Take  it  either  way;  if  you  admit  the 
fact  that  they  liavo  to  have  a comfortable  living 
wage 

9178.  You  are  not  putting  me  in  the  box? — No.  I 
am  making  a statement.  If  you  admit  the  fact  that 
you  have  to  have  a comfortable  living  wage  free  from 
Income  Tax  then  it  follows  that  it  must  be  a surplus. 

9179.  Therefore,  there  must  be  a basis? — Yes. 

9180.  Is  the  basis  to  be  the  living  wage,  or  is  the 
basis  to  be  something  else? — I would  say  something 

9181.  Will  you  tell  me  please  what  it  is? — I do  not 
know  what  it  is  here;  I know  where  it  is  in  my  paper. 

9182.  The  untaxable  basis?— It  is  paragraph  7. 
which  begins  “It  is  also  maintained 

9183.  What  is  the  basis  in  pounds?— The  basis  in 
pounds  free  from  Income  Tax? 

9184.  Yes? — I have  given  £250. 

9185.  That  is  to  be  the  minimum ; that  is  £250 
for  a single  man? — Yes. 

9186.  If  the  man  is  married  he  has  the  wife  allow- 
ance; that  makes  £300? — Yes. 

9187.  If  he  has  one  child,  that  is  £340  at  the  present 
time? — Yes. 

9188.  And  if  he  has  other  children  there  is  an  addi- 
tional allowance? — Yes. 

9189.  And  you  think  it  is  necessary  for  a young 
woman,  who  is  a clerk  living  at  home,  to  earn  at  least 
£5  a week,  roughly  speaking,  and  that  she  is  not 
able  to  bear  any  share  in  the  cost  of  the  upkeep  of 
the  country  unless  she  receives  at  least  £250  a year?— 
I would  say  the  case  that  you  have  mentioned  is 
rather  the  exception  in  the  nation. 

9190.  But  they  would  all  come  under  this  class? — 
Yes,  certainly,  but  it  is  an  exceptional  case  that 
you  mention.  You  cannot  make  a general  rule  by  an 
exception;  that  is  my  submission. 

9191.  But  the  general  rule  includes  the  whole  of 
those.  You  say  that  any  person,  either  a woman  or  a 
boy  who  lives  at  home,  and  who  contributes  to  the 
upkeep  of  the  home,  must  have  an  income  of  at 
least  £250  a year  before  they  pay  any  share  in  the 
taxes  of  the  country? — Yes,  well  that  is  as  it  is  based 
at  the  present  time  that  would  be  necessary. 

9192.  And  you  are  aware  that  there  is  a very  large 
subsidy  through  the  bread  subsidy  which  at  present 
pays  all  the  indirect  taxes  of  such  an  individual  ? — 
At  the  present  time? 

9193.  Yes?— Yes. 

9194.  Therefore,  the  whole  of  this  class,  having  a 
vote  dealing  with  the  taxation  of  the  country 
generally,  should  pay  nothing  towards  the  cost  of  the 
war  or  the  upkeep  of  the  country? — You  say  the 
whole  of  this  class.  You  mention  the  one  that  has  no 
dependants  earning  £5  a week. 

9195.  I mentioned  the  others  previously,  the  man 
with  the  wife,  and  the  man  with  one  child,  or  two  or 
more  children? — That  is  my  submission,  yes. 

9196.  And  you  think  that  is  a moral,  and  wise,  and 
statesmanlike  proposal? — Yes. 

9197.  That  more  than  two-thirds  of  the  voters  of 
the  country,  dealing  with  the  taxation  and  upkeep 
of  the  country  generally,  should  be  able  to  vote  for 
their  representatives,  and  have  no  share  in  the  cost? — 
Yes,  but  when  you  speak  of  two-thirds  are  you 
assuming  that  there  are  two-thirds  who  would  be 
exempted  from  taxation? 

9198.  I am.— Then  1 say  they  ought  to  be  if  there 
are  two-thirds. 

9199.  And  you  think  that  is  a moral,  and  wise,  and 
statesmanlike  proposition  ? — Yes. 

9200.  In  paragraph  4 you  say  that  this  question 
has  been  carefully  and  exhaustively  considered  by  the 
workers.  Of  course,  I am  in  that  class,  and  I have 


carefully  considered  it.  What  method  has  been 
adopted  for  this  consideration? — The  method  that  has 
been  adopted  is  from  the  standpoint  of  living — ability 
to  pay. 

9201.  Has  it  been  done  in  classes,  of  by  reading 
textbooks  on  economics,  or  by  attending  lectures,  or 
by  personal  study,  or  by  personal  investigation? 
What  method  has  been  adopted? — That  is  a question 
I should  not  be  able  to  answer,  as  to  what  method 
has  been  adopted  by  all  the  different  organisations. 

9202.  I am  dealing  solely  with  your  own? — I am 
giving  evidence  on  behalf  of  the  British  trade 
unionists. 

9203.  Yes?— And  I may  say  that  there  have  been 
motions  sent  in  and  discussed,  and  passed  by  the 
Trades  Union  Congress,  which  represents  nearly  five 
million  workers,  and  we  have  motions  on  this  year’s 
agenda. 

9204.  We  have  had  those  put  in  before.  You  say 
they  have  been  exhaustively  considered? — Yes,  I have 
said  so. 

9205.  What  I am  trying  to  get  at  is  how  they  have 
been  considered ?— I am  quite  safe  in  saying  that  there 
are  hundreds  of  men  in  the  trade  union  movement 
that  are  entirely  able  to  consider  it  apart  from  tax 
questions,  men  that  are  learned  and  intelligent,  and 
able  to  put  their  views  on  the  subject,  and  I assume 
that  that  has  been  done. 

9206.  You  make  here  a definite  statement  that  they 
have  been  exhaustively  considered.  What  I am  try- 
ing to  get  at  is  what  method  has  been  adopted  for  the 
consideration,  and  how  widespread  has  been  the  con- 
sideration?— Well,  I have  made  the  statement. 

9207.  For  instance,  we  have  had  quite  a number  of 
men  here,  very  learned  men,  who  have  given  a totallv 
different  view  from  your  own? — Yes.  I agree,  but  I 
give  the  view  from  the  workers’  standpoint. 

9208.  I am  referring  to  this  exhaustive  considera- 
tion?— The  exhaustive  consideration  refers  entirely  to 
his  ability  to  pay  Income  Tax,  to  the  wage  he  requires 
to  keep  his  wife  and  family  in  comfort.  It  is  from 
that  standpoint  alone  that  I speak. 

9209.  Chairman:  That  is  his  answer,  Mr.  Walker 
Clark. 

9210.  Mr.  Walker  Clark  : There  has  been  no  systeni- 
niatic  and  careful  consideration  of  the  whole  question 
from  an  Imperial  point  of  view,  or  an  economic  point 
of  view,  other  than  the  personal  point  of  view? — No, 
I cannot  say  that.  I have  stated  that  I cannot  give 
you  all  the  different  considerations  that  have  been 
given  to  this  question  by  the  different  societies,  or  the 
different  branches,  so  I would  not  say  that. 

9211.  Then  further  on  in  paragraph  4 you  say; 
“ the  existing  state  of  our  law  which  permits  of  almost 
unlimited  money-making  and  profiteering.”  You  are 
quite  aware  that  of  a very  large  income  more  than 
half  the  money  is  taken  in  Income  Tax  at  present? — 
Well? 

9212.  It  is  hardly  unlimited  profiteering? — Suppose 
it  is? 

9213.  Half  of  it  taken  already,  I say? — It  is  taken 
from  those  who  can  spare  it  better  than  the  worker. 

9214.  You  are  aware  of  the  fact  that  more  than  10s. 
in  the  £ is  taken  from  large  incomes  now  by  the  State 
in  Income  Tax  alone? — No,  I am  not  aware  of  that. 

9215.  Well,  you  should  be. — I am  not  aware  of  more 
than  10s. 

9216.  Yes,  more  than  10s.  in  Income  Tax  and  Super- 
tax alone,  and  that  the  purchasing  power  of  the 
sovereign  in  the  large  income  is  no  greater  than  the 
purchasing  power  of  the  sovereign  in  the  small  in 
come? — Yes,  but  I would  point  out  that  the  pur 
chasing  power  of  a sovereign  to  a wealthy  man,  or  a 
man  with  a large  income,  is  much  different  from  the 
purchasing  power  to  a worker,  that  is  he  feels  it  in 
one  sense  in  a way  the  other  does  not.  In  proportion 
to  income  the  working  man  pays  in  indirect  taxation 
almost  the  same  amount  as  the  man  with  the  large 
income. 

9217.  There  is  another  paragraph  in  your  evidence, 
No.  7,  in  which  you  say : “ Till  such  time  as  the  nation 
provides  for  the  maintenance  of  the  worker’s  wife  and 
children  during  his  and  their  illness  it  must  make 
allowance  for  a sum,  free  from  Income  Tax,  sufficient 
to  secure  from  the  ordinary  risks  of  life.”  Has  not 
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the  State  made  some  provision,  and  is  there  not 
further  provision  anticipated  in  this  direction? — I do 
not  know  about  anticipations ; they  are  not  actuali- 
ties yet.  When  you  say  some  provision— well  it  is 
some  provision ; it  is  only  some. 

9218.  In  paragraph  9 you  say:  “The  maintenance 
of  public  services,  the  payment  of  interests,  and  many 
other  charges,  must  be  postponed  to  the  necessary 
abatements  on  Income  Tax.”  I presume  that  really 
means  that  contributions  towards  these  must  not  be 
enforced  upon  these  small  incomes? — That  is  really 
what  I mean. 

9219.  It  is  not  very  well  expressed? — I mean  that 
the  question  of  a healthy  race  is  more  important  than 
any  of  the  others. 

9220.  There  are  only  two  other  questions,  and  the 

first  is  on  paragraph  10:  “ overtime  should  be  free 
from  taxation.”  Why ? — There  are  various  reasons 
for  that.  I have  had  a letter  from  the  Railway 
Workers’  Association,  on  which  I have  touched  here, 
saying  that  the  wages  are  so  small  that  some  of  these 
workmen 

9221.  But  they  would  not  pay  Income  Tax  if  the 
wages  were  small? — Yes,  but  it  is  only  overtime  that 
brings  them  inside  the  Income  Tax  limit  at  all. 

9222.  That  is  so  with  many  employees? — The  answer 
to  the  question  why  is  simple — because  it-  is  overtime. 

9223.  But  it  is  income,  is  it  not;  and  the  tax  ls 
upon  income? — It  is  overtime,  and  it  costs  more  to 
work  overtime.  A man  that  works  overtime  spends 
more  than  the  man  who  does  not  work  overtime.  It 
is  the  Trade  TJnion  point  of  view  that  overtime  should 
not  be  taxed. 

9224.  In  the  last  paragraph  you  say  (that  an 
allowance  is  refused  in  respect  of  a father  who  is 
unable  to  work,  and  who  has  been  maintained  by  a 
working  son.  Have  you  instances  where  that  has  been 
refused? — Yes,  I can  send  them  on. 

9225.  A father  quite  unable  to  work? — Yes. 

9226.  And  no  income? — Yes. 

9227.  And  dependent  upon  the  son? — Yes. 

9228.  Who  systematically  paid  a fixed  sum  and  no 
allowance  made? — That  -is  so. 

9229.  I never  heard  of  such  a case. 

9230.  Mr.  Bowerman : You  have  been  pressed  upon 
the  point  of  the  exhaustive  consideration  given  to  this 
matter?— Yes. 

9231.  At  some  Congresses  has  the  question  been  con- 
sidered?—I think  at  every  Congress  it  is  considered 
and  debated  for  hours. 

9232.  And  before  the  matter  reaches  the  Congress 
you  speak  of  would  not  the  matter  be  considered  by 
the  men  in  their  different  branches  and  lodges,  and 
so  on? — Yes;  if  it  is  the  question  as  to  the  method 
by  which  it  is  done,  that  is  so. 

9233.  To  that  extent,  although  it  may  not  be  quite 
exhaustive  it  is  to  some  extent  a fairer  consideration  ? 
—It  is. 

9234.  Mr.  Walker  Clark-.  That  is  the  point  T 
wanted  to  get  at? — I did  not  appreciate  that. 

9235.  Mr.  Bowerman:  With  regard  to  the  £250  as 
a limit,  I suppose  you  cannot  speak  with  regard  to 
the  feeling  of  the  co-operative  movement  in  addition 
to  the  Trade  Union  movement  upon  that  point  can 
you  ? — No. 

9236.  You  put  forward  a suggestion  that  house  rent 
will  be  greater  in  future  than  it  has  been  in  the  past? 
— Yes. 

9237.  And  you  give  that  as  one  reason  why  the  limit 
should  be  raised.  Are  you  satisfied  in  your  own  mind 
that  that  will  be  one  result  of  the  present  day  circum- 
stances?—I think  there  is  no  doubt  whatever  that  that 
will  be  a result.  If  better  houses  are  to  be  built, 
higher  rents  will  have  to  he  paid;  that  is  not  ques- 
tioned. 

9238  With  regard  to  overtime  not  being  accounted 
for,  what  ground  do  you  take  up  for  making  that 
suggestion  ?— It  is  my  own  personal  opinion  ; of  course, 
the  question  has  been  before  Congress  for  many  years 
also— the  question  of  overtime,  and  week-end  labour— 

and  the  class  I belong  to  work  every  week-end every 

Sunday — that  is  the  winding  enginemen  are  con- 
tinually working  every  day  in  the  week.  The  week- 
end labour  and  oyertime  it  is  contended  by  that-  class 


should  be  free  from  Income  Tax  as  it  is  additional 
to  their  real  income  on  the  ground  that  it  takes  more 
to  live;  it  takes  more  to  pay  for  the  man’s  upkeep 
when  he  works  overtime  and  on  the  Sunday. 

9239.  Chairman : Is  he  compelled  to  work  all  the 
time? — He  is  compelled;  there  is  no  other  way  out 
of  it.  It  is  either  that,  or  the  company  would  incur 
a good  deal  more  expense  in  having  additional  ex- 
perienced men  to  fill  in  the  seventh  shift. 

9240.  Do  they  wind  on  Sunday? — They  do  not  wind 
coals  on  Sunday. 

9241.  But  the  pits  are  very  often  not  working  on 
Sunday?  They  keep  the  steam  up,  but  the  pits  do 
not  work  on  Sunday? — They  have  always  pump  men 
down  the  pits  keeping  the  water  out,  and  they  have 
horses  in  the  pits,  and  the  winding  engineman  has 
always  to  be  there  to  let  these  men  up  and  down. 

9242.  But  ho  does  not  work  tlie  whole  day? — On 
Sunday? 

9243.  Yes.  If  you  let  the  men  down  in  the  morning 
you  do  not  stay  there? — If  you  are  acquainted  with 
the  Coal  Mines  Regulation  Act  you  will  find  there 
that  a winding  engineman  has  to  be  in  attendance 
during  the  whole  time  that  any  person  is  below  ground 
in  the  mine. 

9244.  Do  they  not  often  have  men  to  take  Sunday 
work  in  Scotland? — Not  in  England  either — nowhere. 

9245.  Mr.  Bowerman : Do  you  suggest  that  overtime 
work  is  compulsory? — Yes. 

9246.  Obviously  men  are  not  evading  overtime  work 
in  order  to  evade  the  payment  of  Income  Tax? — No. 
Men  have  got  to  work  overtime.  I believe  in  most 
cases  they  would  rather  do  without  working  overtime. 

9247.  Apart  from  the  question  of  working  overtime, 
it  has  been  suggested  that  in  certain  parts  of  the 
country  men  are  losing  time  in  order  to  evade  payment 
of  Income  Tax ; has  that  been  brought  to  your  know- 
ledge at  all  ? — No,  that  is  new  to  me. 

9248.  It  has  been  suggested  that  it  occurs  in  a 
sense  in  your  own  trade,  or  your  own  district? — Well. 

I am  entirely  ignorant  of  it;  I do  not  believe  it. 

9249.  It  has  not  been  brought  to  your  notice? — No, 

T do  not  believe  it  either. 

9250.  You  hardly  think  it  is  reasonable? — No,  it  is 
not. 

9251.  With  regard  to  the  cases  you  have  cited  of 
the  number  of  summonses  issued  in  connection  with 
the  non-payment  of  Income  Tax,  could  you  say  what 
the  general  result  is?  Do  they  distrain  on  the  goods, 
or  is  the  amount  paid,  or  what?— I did  not  go  into 
that.  I just  got  the  recent  numbers,  but  I expect 
in  most  cases  they  will  just  have  to  pay  whether  they 
are  able  to  or  not. 

9252.  Chairman:  What  population  do  these  figures 
represent? — The  Hamilton  Court  takes  in  more  than 
Hamilton  Town;  it  takes  in  that  part  of  Lanarkshire. 

9253.  Mr.  Bowerman : These  cases  were  general  I 
think  you  said — not  merely  applying  to  the  miners? — 
No,  they  are  not  applying  to  the  miners  entirely, 
but  I should  think  well  over  a half  of  them  would 
apply  to  miners. 

9254.  What  other  industries  are  there  in  Hamilton? 
—Well,  there  are  engineering  works,  and  then  there 
are  the  Lanarkshire  tramways,  and  fruit  works,  and  a 
large  number  of  other  industries  in  Lanarkshire. 

9255.  Mr.  Walker  Clark:  Cotton?— No,  there  is  no 
cotton. 

9256.  Mr.  Bowerman:  Did  it  rather  surprise  you 
when  you  found  the  number  of  summonses  for  this 
special  purpose?— I was  surprised.  Really  I ques- 
tioned them  at  first  when  I found  180  cases  out  of  213 

9257.  Are  you  satisfied  there  has  been  no  combina- 
tion in  Hamilton,  as  in  another  part  of  the  country, 
to  refuse  payment? — Absolutely  none;  I can  say  that 
definitely;  there  was  nothing  of  that. 

9258.  With  regard  to  the  quarterly  assessment  of 
Income  Tax  for  working  people  have  you  any  par- 
ticular opinion  as  to  whether  it  works' satisfactorily 
or  not,  generally  speaking? — I do  not  think  it  work® 
very  satisfactorily,  that  is  the  companies  giving  the 
totals  of  the  wages  and  so  on ; there  is  a grea  t.  deid 
of  trouble  in  regard  to  it, 
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9259.  Could  you  express  an  opinion  as  to  what 
would  be  the  result  if  workmen  were  asked  to  allow 
money  to  be  deducted  from  their  wages? — Well,  the 
result  would  be  a refusal. 

9260.  You  feel  pretty  sure  of  that? — Oh,  absolutely 
certain  of  that. 

9261.  Can  you  speak  as  to  the  view  of  the  em- 
ployers regarding  that  point? — No,  I cannot  say.  I 
do  not  think  they  wish  that  either,  do  they?  They 
do  not  want  more  trouble. 

9262.  Chairman:  What  would  you  advise  them  to 
do? — I think  I would  advise  them  to  refuse. 

9263.  I like  a frank  and  straight  expression  of 
opinion? — Well,  that  is  my  opinion  at  the  moment. 


9264.  Mr.  Bowerman : You  think  it  would  be  left 
to  the  man  himself  to  pay  it  as  he  can,  and  when 
he  can? — Yes. 

9265.  When  the  figure  of  £250  is  arrived  at  has 
not  one  consideration  been  rather  prominent,  that 
is  the  amount  of  indirect  taxation  to  which  work- 
people are  subjected? — Yes.  That  is  one  of  the  strong 
points  that  is  in  the  consideration  of  the  question, 
which  has  been  mentioned  in  the  debate  repeatedly 
— the  indirect  taxation  that  the  worker  does  pay, 
and  must  pay.  I think  it  is  conceded  that  the  work- 
ing classes  have  usually  larger  families  than  the 
wealthy  classes,  and  it  certainly  takes  as  much,  if 
not  more,  tea  and  sugar  and  butter  and  all  that  for 
the  worker  than  it  does  for  the  wealthy  classes.  Of 
course,  they  pay  the  same  amount  of  indirect  taxa- 
tion, and,  secondly,  we  hold  that  they  pay  the 
equivalent  fully  of  the  other  classes;  that  is  a con- 
sideration which  should  be  given  great  weight  to  in 
this  Commission’s  Report  on  this  question. 

9266.  As  between  the  two  classes,  the  poor  and  the 


wealthy,  would  you  say  indirect  taxation  bears  more 
heavily  on  the  one  than  the  other  ? — It  must  do. 

9267.  Proportionately  ?■ — Proportionately  it  must 
do,  but  even  apart  from  proportionately,  I believe  it 
does  bear  heavier  on  the  worker  for  the  reasons  I 
have  given,  but  proportionately  there  is  no  question. 

9268.  You  are  aware  that  the  allowances  for  wives 
and  children  have  been  increased  lately?— Yes. 

9269.  Is  that  increase  satisfactory  to  you  and  those 
you  represent? — I suppose  we  have  to  be  thankful 
for  small  mercies,  but  at  the  same  time  it  is  not 
satisfactory. 

9270.  Not  to  you  personally  ?— No. 

9271.  Chairman:  Is  it  a small  mercy?— Yes,  it  is 

a small  mercy  compared  to  what  we  ask.  , 

9272.  Mr.  Bowerman:  You  agree,  I assume,  it  is  a 
step  in  the  right  direction? — Oh,  yes,  it  is  that. 

9273  In  paragraph  9 you  say  that  payment  of  the 
creditors  of  the  nation  is  of  secondary  consideration 
to  the  comfort  and  health  of  the  population  Would 
you  amplify  that  at  all? — I do  so,  I think,  following 
on  in  this  statement.  . . . 

927!.  Are  you  speaking  generally,  or  mainly  in 
connection  with  war  expenditure?— Well,  both.  In 
connection  with  the  war  there  is  a point  that  I 
would  just  like  to  mention.  It  is  not  exactly  what 
you  say,  but  practically  I would  say  in  70  or  7o  per 
cent,  of  working-class  homes  the  assistant  of  the 
father  lias  been  taken  away— he  has  been  killed,  i 
put  it  at  75  per  cent.,  but  I may  be  wrong  In  the 
case  of  a worker,  a man  with  a wife  and  family, 
when  ho  has  a small  family  growing  up  he  is  just 
waiting  until  he  gets  some  assistance  from  his  eldest 
son.  During  the  last  five  years  there  have  been 
many  of  those  sons  killed  in  the  war;  consequently 
the  assistance  that  the  breadwinner  would  have  is 
taken  away.  1 may  say  for  myself  I lost  my  eldest 
son  in  the  war,  and  my  second  son  made  useless.  Had 
I been  working  with  a low  wage— I do  not  say  that 
T have  a large  wage— but  had  I been  working  at 
the  engines,  as  I was  previously,  I know  that  n was 
mv  hope  and  my  desire  that  when  my  boy  would  be 
able  to  help  me  we  would  be  better.  Wo  would  simply 
have  been  left  now  with  my  two  eldest  sons  taken 
awav.  That  is  pretty  general  amongst  workers 
That  is  one  point  that  ought  to  receive  very  great 
consideration  from  this  Commission.  T wanted  to 
read  an  extract  from  a statement  of  Mr.  Bonar 
Law  when  he  was  Chancellor  of  the  Exchequer ; per- 
naps  I may  do  this  after  the  adjournment. 

9275.  Chairman:  Tf  it  is  in  relation  to  Mr.  Bower- 
man’s  question  do  it  now,  because  Mr.  Bowerman 


will  not  be  here  this  afternoon? — This  was  a deputa- 
tion from  the  Parliamentary  Committee  with  certain 
representatives  of  other  organisations  that  met  the 
Chancellor  of  the  Exchequer  on  November  14th,  1917, 
and  I would  like  to  read  what  the  Chancellor  said 
to  that  deputation.  The  deputation  put  forward  a 
suggestion  of  a levy  on  wealth,  and  the  Chancellor 
of  the  Exchequer  said:  “ I do  not  think  so,  any  more 
than  does  the  yield  from  the  Income  Tax.  I will  put 
it  in  the  way  of  a percentage.  The  indirect  taxation 
in  1913  and  1914  represented  42  per  cent.,  and  the 
direct  taxation  58  per  cent.  Now  indirect  taxation  is 
18  per  cent,  while  the  direct  taxation  is  82  per  cent. 
All  I mean  by  that  is  to  show  you  that  the  great 
bulk  of  the  cost  of  the  war  has  been  paid  naturally 
in  the  only  way  in  which  it  can  be  paid,  by  those 
who  have  wealth,  but  you  are,  of  course,  thinking 
of  what  the  effect  will  be  after  the  war.  What 
sort  of  parties  we  are  going  to  have  I do  not  know, 
but  as  a matter  of  prophecy  I would  venture  to 
say  this,  that  the  political  conditions  which  pre- 
vail in  this  country  will  be  of  such  a nature  that 
the  burden  of  this  taxation  is  not  likely  to  fall 
upon  the  wage-earners  so  long  as  there  is  wealth 
which  can  be  made  to  pay  it.  That  is  my  own  view. 

I think  there  is  very  little  danger  from  your  own  point 
of  view  of  the  bulk  of  it  not  continuing  to  be 
paid  in  the  same  way  as  the  war  itself  is  being  paid 
for,  but  I feel  that  the  total  burden  of  taxation 
represented  by  the  National  Debt  however  you  adjust 
it  will  mean'  a burden  upon  industry.  Everything 
comes  down  to  that  in  the  long  run  where  there  is 
taxation.  That  burden  to  a certain  extent  is  one  of 
the  inevitable  consequences  of  the  war,  and  all  we 
can  do  is  to  try  to  make  it  tell  as  little  as  possible 
on  the  life  of  the  country.  Suppose  you  take  this 
view — and  I am  inclined  to  take  it  myself — that  we 
ought  to  aim  at  making  this  burden  one  which  will 
rest  practically  on  the  wealth  that  has  been  created, 
and  is  in  existence  at  the  time  the  war  comes  to  an 
end,  not  merely  that  it  should  not  fall  on  the  wage- 
earning classes,  or  on  the  people  with  small 
means  with  which  to  meet  it,  but  that  it  should 
as  far  as  possible  be  borne  by  the  wealth 
that  exists  at  the  time  so  that  it  would 
not  be  there  as  a handicap  on  the  creation  of  new 
wealth  after  the  war.  I think  that  is  what  we  have 
to  aim  at,  and  how  is  that  to  be  done?  The  question 
of  whether  or  not  there  should  be  conscription  of 
wealth  then  is  entirely  a matter  of  expediency,  and 
I think  it  is  a matter  which  concerns  mainly,  not 
the  working  classes,  but  the  people  who  have  money. 
In  my  opinion  it  is  simply  a question  of  whether  it 
will  pay  them  best,  and  pay  the  country  best,  to 
have  a general  capital  levy,  and  reduce  the.  National 
Debt  as  far  as  you  can,  or  have  it  continued  for 
fifty  years  as  a constant  burden  of  taxation.  Perhaps 
I have  not  thought  enough  about  this  to  justify  me 
in  saying  it,  but  my  own  feeling  is  that  it  would 
be  better  both  for  the  wealthy  classes  and  the 
country,  to  have  this  levy  of  capital,  and  reduce  the 
burden  of  the  National  Debt.  That  is  my  own  feel- 
ing, but  I am  convinced  of  this,  and  this  is  the 
only  point  on  which  I am  absolutely  in  disagreement 
with  Mr.  Webb,  that  you  cannot  do  that  while  the 
war  is  going  on,,  and  that  you  will  not  get  the  money 
if  you  try  to  do  it,  but  that  you  will  run  the  risk  of 
falling  short  of  money.”  Tliis  extract  I have  just 
read  to  shew  really  that  the  Chancellor  of  the  Ex- 
chequer at  that  time  held  the  point  of  view  which 
I am  endeavouring  to  put  forward  here. 

9276.  Mr.  Bowerman:  With  regard  to  the  quarterly 
assessments  it  is  the  case,  is  it  not,  that  at  the  end  of 
the  financial  year,  if  a man  has  overpaid,  a readjust- 
ment takes  place? — Yes,  that  is  so. 

9277.  Do  your  members  experience  any  difficulty  in 
getting  those  readjustments? — Yes,  great  difficulty. 

9278.  In  what  way? — Well,  men  do  not  like  to  have 
to  pay  arrears. 

9279.  I am  not  speaking  about  where  they  are.  called 
upon  to  pay  more,  but  where  they  have  something  re- 
funded ?— that  is  what  I mean  ; they  have  to  pay  back 
out  of  their  wages. 

9280.  No,  I mean  the  other  way,  where  a man  mav 
have  overpaid? — No,  but  there  may  be  difficulty.  I 
have  many  questions  asked  me,  but  I have  never  had 
any  personal  experience  of  it. 
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9281.  No  case  of  overpayment  has  been  brought  to 
your  knowledge? — No. 

9282.  But  cases  of  underpayment  have? — Yes. 

9283.  Then  j-ou  say  they  do  not  like  to  pay  the 
balance? — They  do  not  like  to  pay  the  arrears  now. 

9284.  You  could  not  say  whether  some  of  these  sum- 
monses were  for  cases  of  that  kind,  or  for  non-payment 
altogether? — I think  these  would  be  non-payment 
altogether — inability  to  pay.  I do  not  know  what  the 
procedure  is  in  many  courts,  but  I think  it  is  pretty 
general  all  over  Scotland  at  least,  that  if  a worker 
appeals  and  that  appeal  is  refused,  if  he  appeals  to 
the  Income  Tax  Collector  and  they  do  not  agree  with 
his  appeal,  it  is  put  into  court.  The  man  is  not  given 
a right  of  appeal  at  all.  That  is  before  he  gets  making 
his  appeal  at  the  proper  tribunal. 

9285.  Chairman : Appeal  on  assessment,  or  on  the 
payment  of  the  Income  Tax? — Some  point  on  assess- 
ment. 

9286.  Mr.  McLintock : Is  that  not  through  failure 
to  appeal  at  the  proper  time? — No.  The  solicitor  that 
takes  most  of  these  cases  informed  me  that  if  a man 
appeals,  and  if  they  are  not  going  to  grant  it,  that 
is  to  say  if  they  are  not  going  to  give  in  to  what 
he  says,  they  send  it  into  court,  and  he  has  no  right 
of  appeal  then. 

9287.  The  days  of  appeal  have  expired? — Well,  he 
said  not. 

9288.  Chairman : I should  like  to  have  it  a little 
more  definite  if  you  can  get  it? — Would  it  be  sufficient 
for  me  to  send  it  on  to  this  Commission?  [Bee 
App.  No.  19.] 

9289.  Yes,  if  you  will  do  that,  because  that  is  not 
clear? — Well,  I will  send  it  on.  What  I have  stated 
is  correct. 

9290.  You  will  get  that  properly  confirmed,  will 
you  ? — Yes. 

9291.  Mr.  Bowerman  : With  regard  to  the  last  para- 
graph as  to  sons  maintaining  the  household  on  the 
death  of  the  father;  you  suggest  there  should  be  an 
allowance  ? — Yes. 

9292.  Could  you  make  any  suggestion  as  to  what 
the  amount  should  be?  Is  it  according  to  the  number 
of  children  that  would  have  to  be  looked  after? — Yes. 
I think  it  should  be  made  on  the  same  lines  as  if  it 
was  a father  that  was  making  the  wage.  If  the  son 
is  keeping  his  mother  and  brothers  and  sisters  he  is 
surely  entitled  at  any  rate  to  the  same  consideration 
as  the  father  would  have  received  if  he  had  been  the 
wage-earner. 

9293.  May  one  take  it  that  in  your  particular  in- 
dustry with  all  its  daily  risks,  and  so  on,  cases  of  this 
kind  are  fairly  numerous? — Yes,  I know  a good 
number  myself,  and  it  is  very  nice  to  see  the  eldest 
son,  or  the  second  son,  or  at  least  the  eldest  son  that 
is  unmarried,  keeping  the  house,  keeping  his  mother 
and  family,  and,  of  course,  he  is  subject  to  these  dis- 
abilities that  we  have  been  pointing  out.  I think  at 
least  be  should  be  put  on  an  absolutely  equal  footing 
with  the  father  if  he  was  the  wage-earner.  I think 
there  should  be  no  difference  in  that;  it  is  so  mani- 
festly fair. 

9294.  Mr.  Marks : In  your  first  paragraph  you  say 
that  the  Trades  Union  Congress  represents  nearly 

5.000. 000  workers ; that  has  increased  a great  deal  in 
the  last  few  years? — No,  that  is  with  the  increase. 

I think  it  will  be  about  5,000,000  at  the  present  time. 
About  three  or  four  years  ago  it  was  much  less — under 

4.000. 000.  I think  about  5,000,000  is  pretty  near  the 
present  membership. 

9295.  How  have  you  got  at  their  opinions?  I gather 
that  at  the  last  Trades  Union  Congress  there  is  an 
instruction,  to  the  Parliamentary  Committee  to  take 
certain  action  on  particular  points? — Yes. 

9296.  And  the  question  is  decided,  is  it  not,  by  a 
vote  of  all  the  delegates  at  that  Cdngress? — Yes;  1 
may  just  illustrate  the  procedure.  Take  my  own 
Association,  the  Colliery  Enginemen  and  Boilermen : 
they  discuss  a certain  resolution,  and  that  is  passed 
at  their  annual  meeting  and  sent  up  to  Congress  for 


an  instruction  ito  be  given  to  the  Parliamentary  Com- 
mittee, or  a motion  on  any  question.  That  motion 
is  put  before  Congress.  1 have  the  present  agenda 
for  the  current  year  here.  That  motion  is  placed  on 
the  Congress  agenda,  and  then  it  becomes  the  pro- 
perty of  the  Congress,  and  at  is  debated  ait  the  Con- 
gress. It  may  be  defeated  at  the  Congress,  but  if 
it  is  carried  at  the  Congress  then  it  remains  to  the 
Parliamentary  Committee  which  is  also  appointed 
every  year  at  the  Congress  to  carry  that  motion  into 
effect. 

9297.  And  it  goes  forward  as  a resolution  of  the 
whole  Congress? — Yes. 

9298.  Let  me  go  back  for  one  moment  to  your  own 

Society:  how  many  members  are  there  in  your 

Society? — About  25,000. 

9299.  Call  it  24,000,  because  dt  is  easier  to  divide. 
Suppose  there  were  a few  over  12,000  in  favour  of  a 
particular  motion,  and  a few  under  12,000  against; 
that  would  go  forward,  would  it  not,  as  the  resolution 
of  24,000?— Yes. 

9300.  So  that  there  might  be  only  a small  majority 
in  favour  of  a particular  proposition? — Yes,  that  is 
possible. 

9301.  I do  not  say  that  it  is  so  in  this  case,  because 
I expect  there  is  a large  majority,  but  that  at  any 

. rate  is  the  theory  of  the  thing,  and  it  is  possible  that 
a resolution  might  go  forward  as  the  resolution  of 

5,000,000  workers,  whereas  it  was  only  the  resolution 
of  a little  over  2^  millions? — Yes,  but  I may  add  this. 
As  regards  this  motion  there  never  was  a division 
upon  it  at  the  Congress. 

9302.  So  we  have  understood  from  other  witnesses. 
Now  let  me  ask  you  another  question.  Do  you  not 
think  that  in  any  income  which  a bachelor  at  any 
rate  enjoys  there  is  a certain  margin  above  the  mere 
needs  of  subsistence  which  would  be  available  for 
taxation? — Yes,  well,  I have  always  been  a strong 
advocate  of  a tax  on  bachelors — that  is,  a tax  on  single 
men. 

9303.  As  single  men? — As  single  men. 

9304.  I am  not  on  that  point,  and  what  I want  to 
get  at  is  this : whether  there  is  not  in  most  incomes 
at  any  rate  a small  margin  which  might  be  available 
for  taxation.  It  applies  most  strongly  to  bachelors, 
but  it  also  applies  to  married  men  and  families? — 
Well,  that  might  be  quite  possible;  I do  not  say  it 
is  not. 

9305.  I will  just  put  one  or  two  cases  to  you.  I 
saw  in  th'e  W estminster  Gazette  a day  or  two  ago  a 
statement  of  one  of  their  correspondents  who  had 
been  in  Northumberland,  where  he  found  two  miners 
— he  had  been  talking  amongst  them — each  of  whom 
could  earn  about  £4  by  four  davs’  work,  and  they 
spent  their  leisure  and  their  surplus  income  one  in 
pigeon-fancying  and  gardening  and  the  other  one  in 
two  days’  golf,  with  which  you  and  I,  I dare  say,  will 
sympathize;  but  still  it  does  show  that  he  has  got  a 
certain  margin,  does  it  not,  that  might  be  reduced 
by  an  appropriate  tax? — Yes,  I quite  agree  in  that, 
but  th'eso  instances  aro  usually  the  exception. 

9306.  I know;  I.  am  not  taking  them  as  typical.  I 
just  mentioned  that  case  as  a case  that  I had  seen 
in  the  papers? — I do  not  for  a moment  say  that  there 
is  not  the  possibility  of  a margin. 

9307.  Now  I will  go  a little  more  closely  into  detail, 
because  I think  it  is  necessary  to  get  at  a proper 
understanding  of  this  thing.  You  may  perhaps  have 
read  the  paper  that  Mr.  Herbert  Samuel  read  at  the 
Statistical  Society  dealing  with  the  taxation  of  the 
various  classes  of  people,  in  which  he  ascertained  by 
very  careful  inquiry  what  amount  of  taxation  was 
paid  by  families  of  five  persons — the  average  family. 
Ho  says  there  that  an  income  of  £100  a year  paid  in 
indirect  taxation  just  under  £14  a year — a large  pro- 
portion, I agree.  Of  that  amount  tea,  sugar, 
tobacco  and  alcohol  amounted  to  over  £12  13s.  What 
I suggest  to  you  is  this,  that  even  with  so  small  an 
income  as  £100  a year  for  a family  income,  some 
slight  reduction  of  the  expenditxire  on  tobacco  and 
alcohol  would  provide  a margin  for  direct  taxation? — 
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Yes;  but  then  it  depends  what  the  expenditure  on 
tobacco  and  alcohol  is. 

9308.  The  expenditure  on  tobacco,  according  to  the 
statistics,  per  family  of  five  persons  for  one  year, 
1918-1919,  is  £4  4s.  lOd.  for  tobacco  and  £4  18s.  for 
alcohol? — I would  say  that  is  high;  that  is  not  the 
average. 

9309.  It  is  supposed  to  be  after  a really  careful 
inquiry — an  exhaustive  inquiry.  If  you  do  not  know 
the  paper  I suggest  that  you  should  look  into  it, 
because  it  is  very  instructive. 

9310.  Mr.  Kerly : Perhaps  Mr.  Shirkie  can  tell  us 
what  he  thinks  an  average  expenditure  per  week  in 
tobacco  and  alcohol  is  amongst  his  constituents? — It 
is  a'  bit  difficult  for  me  to  say  that,  because  I do  not 
mix  very  much  with  the  alcohol,  although  I do  with 
the  tobacco.  I do  not  know  that  it  is  a fair  thing 
to  take  it  in  that  way. 

9311.  Mr.  May.:  You  would  say  two  ounces  a week 
would  be  a fair  average  for  the  working  man? — Yes. 

9312.  And  that  he  does  not  smoke  tobacco  at  104d. 
or  lllfd.  an  ounce? — Well,  you  do  not  get  it  for  much 
less  now. 

9313.  Mr.  Marks : I will  not  pursue  it,  as  you  have 
not  studied  the  figures  yourself,  but  it  suggests  at  any 
rate  that  there  is  a margin  which  can  be  applied  to 
direct  taxation? — I agree  there  may  be. 

9314.  Now  let  us  carry  this  a little  further.  You 
say  yourself  I think,  that  the  workers  receive  double 
the  number  of  money  tokens  at  the  present  time? — 
Yes. 

9315.  That  is  to  say  roughly  that  their  average 
wages  have  been  doubled? — Yes,  that  is  so.  It  is 
certainly  within  the  mark  to  say  that  they  have  been 
doubled. 

9316.  Therefore,  if  we  assume  that  the  bare  margin 
of  subsistence  also  takes  twice  as  much  as  it  formerly 
did,  we  have  still  got  this,  that  the  surplus,  if  there 
is  any — and  I am  assuming  for  the  moment  that  there 
is — is  almost  doubled  at  the  present  time? — Yes;  but 
I do  not  think  you  can  assume  a surplus  generally. 

9317.  You  object  to  the  assumption  of  a surplus? — 
I do,  yes. 

9318.  Very  well,  that  finishes  that.  In  paragraph  5, 
where  you  stated  to  us  the  number  of  cases  in  the 
County  Court  in  Hamilton,  and  the  number  of  them 
which  had  to  do  with  taxation,  I think  you  said  that 
you  did  not  know  what  the  result  of  those  cases  was? 
— That  is  so. 

9319.  Do  you  think  it  might  be  in  any  way  com- 
parable with  the  result  I saw  reported,  I think  at 
Nottingham,  but  I am  not  sure,  where  there  was  a 
considerable  number  of  summonses  for  non-payment  of 
Income  Tax,  but  before  these  summonses  came  into 
court  in  that  particular  case  rather  more  than  half 
of  them  were  settled  by  payment? — No;  these  were  in 
court. 

9320.  Yours  came  into  court? — Yes. 

9321.  Might  not  that  be  due,  perhaps,  to  the  more 
pertinacious  character  of  the  Scotch  ? — I do  not  know. 
If  it  was  going  to  be  any  use  to  this  Commission  I 
could  get  the  exact  results  of  the  cases. 

9322.  I think  it  might  be  of  some  use,  because  it  is 
a point  whether  these  things  were  eventually  settled 
under  pressure  by  payment? — Well,  I will  undertake 
to  do  so.  I did  not  go  into  that,  except  to  state  the 
facts  as  an  indication  of  the  hardship  of  the  Income 
Tax.  {See  App.  No.  19.] 

9323.  Now  I want  to  take  you  on  to  a rather  more 
difficult  national  question,  where  you  say  that  the  main- 
tenance of  public  services,  payment  of  interest  and 
many  other  charges,  must  be  postponed  to  the  neces- 
sary abatements  of  Income  Tax.  Do  you  realize  that 
if,  for  instance,  the  payment  of  interest  on  the 
national  loans  were  abandoned  or  knocked  down,  that 
would  do  very  much  to  destroy  the  credit  of  the 
Covernment,  not  only  at  home,  but  abroad? — Yes, 
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but  when  I make  that  suggestion  I do  not  mean  that 
it  is  going  to  be  carried  into  effect.  I am  only  saying 
that  if  it  was  to  be  the  case  that  there  was  a choice 
between  the  two,  whether  you  would  have  a C3  nation 
or  not,  or  whether  you  would  postpone  some  of  your 
commitments,  then  the  choice  for  the  A1  nation 
would  be  the  first  and  the  most  important. 

9324.  Yes,  I see  that  point.  We  will  assume  that 
we  have  got'  to  the  situation  where  it  is  necessary 
to  make  a choice  between  a repudiation  or  postpone- 
ment of  interest,  and  the  raising  of  the  Income  Tax 
limit.  My  point  is  this,  that  when  you  have  got 
postponement  or  repudiation  admitted,  and  it  had 
taken  place,  you  would  so  far  have  destroyed  the 
credit  of  this  nation  that  you  would  have  driven 
all  forms  of  capital  to  earth,  whether  foreign  or  home, 
and  you  would  very  much  raise  the  price  of  every 
sort  of  commodity  here,  because  you  have  destroyed 
your  foreign  trade,  which  depends  almost  entirely 
on  credit? — Yes,  I agree;  but  then  the  point  is  this, 
or  at  least  the  point  that  was  in  my  mind  was  this, 
that  if  you  have  a.  C3  nation  you  are  simply  destroy- 
ing every thing. 

9325.  I am  coming  to  that.  That  being  so,  if  you 
have  raised  the  price  of  commodities,  and  particu- 
larly commodities  which  are  necessary  to  maintain 
the  health  of  the  nation  as  a nation,  you  are  putting 
them  in  a much  worse  position  for  maintaining  their 
health  and  vigour  than  if  you  take  from  them  by 
way  of  taxation  some  small  portion  of  income  which 
they  at  present  enjoy? — Well,  of  course,  it  would 
just  depend  on  the  proportion  you  did  take  from 
them. 

9326.  I agree  that  how  much  is  rather  an  im- 
portant point? — That  is  just  the  point  I am  wanting 
to  show. 

9327.  I do  not  know  that  there  is  a great  deal  of 
difference  between  us.  I agree  that  you  could  only 
take  a small  proportion  from  small  incomes,  and  you 
say  that  you  should  take  none  at  all? — No,  I do  not 
say  you  should  take  none  at  all,  because  I agree  there 
would  be  a proportion  taken  even  at  the  present  time, 
supposing  the  Income  Tax  was  limited  to  £250. 

9328.  By  direct  taxation? — Yes.  I do  not  mean 
every  worker,  but  a good  proportion  of  the  workers. 

9329.  Would  you  agree,  then,  to  go  as  far  as  this, 
that  in  certain  cases  the  limit  of  £250  is  too  high. 
For  instance,  suppose  an  unmarried  man  enjoyed  an 
income  of  £240  you  would  think  he  ought  to  be 
taxed? — Yes,  but  as  I have  indicated  I would  do  it 
in  another  way,  where  you  would  get  at  the  bachelor 
or  the  unmarried  man. 

9330.  By  means  of  a specific  tax  on  bachelors? — 
Yes. 

9331.  Mr.  Walker  Clark:  A poll  tax? — Yes,  a tax 
that  would  touch  him,  and  that'  he  is  entitled  to 
pay ; I agree  there.  It  is  the  married  man  with  the 
family  that  we  are  talking  of  at  the  present  time. 

9332.  Mr.  Marks : I will  just  ask  you  this,  more  for 
information  than  anything  else  in  my  own  case.  Does 
not  that  imply,  whether  you  call  it  a tax  on  bachelors 
or  whether  you  call  it  Income  Tax,  some  sort  of  distinc- 
tion between  the  various  classes  of  persons  whom  yoi7 
are  taxing  which  leads  up  to  this,  that  in  a properly 
adjusted  system  of  wages  there  would  also  be  a 
distinction  between  a bachelor  and  a married  man 
with  one  child  and  a manned  man  with  two  children. 
If  you  are  going  to  adjust  the  payment  of  tax  to  the 
man’s  circumstances,  ought  you  not  logically  also  to 
adjust  his  wages  to  those  circumstances? — You  mean 
his  direct'  wages  from  the  employer? 

9333.  Yes? — You  would  have  a difficult  task. 

9334.  I know.  What  I was  going  to  ask  you 
further  was  this:  is  it  not  the  general  policy  of  the 
trade  unions  not  to  admit  any  distinction  between  the 
private  circumstances  of  the  various  workers  as 
regards  payment  of  wages? — Well,  I think  that  is  fair. 
It  is  fair  from  his  employer’s  point  of  view,  he  being 
employed  with  an  employer  and  doing  the  same  work 
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9335.  You  mean  the  man  who  does  the  same  work, 
whether  he  has  got  a wife  and  children  or  whether 
he  has  not,  supposing  he  earns  £2  or  £3  a week, 
should  receive  that  £2  or  £3  a week? — Yes;  but 
approaching  it  on  the  other  side,  it  is  just,  on  the 
other  side,  that  there  should  be  a responsibility  on 
him  to  contribute  as  far  as  his  abilities  go.  For 
instance,  take  the  City,  the  corporation  that  you 
live  in.  The  bachelor  gets  all  the  privileges  that  the 
married  man  pays  for.  He  has  the  use  of  the  streets, 
he  has  the  use  of  the  lighting,  he  has  the  use  of 
everything,  and  he  really  uses  them  more  than  the 
people  that  pay  for  them;  and  he  does  not  pay 
anything. 

9336.  Out  of  rates?— Out  of  rates,  yes. 

9337.  I was  going  to  put  it  to  you,  but  I do  not 
think  we  shall  agree,  that  if  the  trades  union  policy, 
which  I take  to  be  the  general  policy  of  labour,  is  that 
no  distinction  must  be  made  between  men  with  differ- 
ing responsibilities  so  far  as  wages  are  concerned,  is 
it  your  suggestion  that  a distinction  should  be  made 
in  the  matter  of  taxation ; the  two  things  do  not  seem 
to  me  quite  to  hang  together? — They  do,  yes,  because 
they  come  from  different  sources;  but  I am  not  ad- 
vocating the  one  any  more  than  the  other ; but  I say 
the  one  is  fair. 

9338.  You  suggest  that  all  overtime  should  be  free 
from  taxation,  and  you  say  that  the  ground  of  that 
suggestion  is  that  the  man  who  works  overtime  is 
put  to  greater  expense? — That  is  so. 

9339.  Does  he  not  also  get  greater  wages — time  and 
a half  or  double  time? — Yes,  but  they  do  not  all  get 
time  and  a half  or  double  time.  For  instance,  the 
trade  that  I am  in  does  not  get  any  extra  for  working 
overtime. 

9340.  That  is  a condition  of  your  trade;  it  is  not 
an  ordinary  condition? 

9341.  Mr.  Walker  Clark:  Is  it  at  an  extra  rate? — 
No;  it  is  at  the  usual  rate. 

9342.  Mr.  McLintock:  Is  it  your  view  that  above 
£250  there  is  a taxable  capacity? — That  is  evidently 
the  view  of  the  trade  unionists. 


9343.  I would  like  you  to  look  quite  fairly  at  the 
amount  of  taxation  up  to  £250  in  view  of  the  recent 
concessions  that  were  made  in  the  House  of  Commons. 
You  take  the  case  in  your  own  proof  here  of  a house- 
hold of  four ; that  is  a man,  his  wife  and  two 
children  ? — Yes. 

9344.  I will  leave  your  figures,  because  they  have 
gone;  they  are  the  old  allowances.  The  position  at 
present  is  that  there  is  £120  of  abatement;  there  is 
£50  for  the  wife,  £40  for  the  first  child  and  £25  for 
the  second  one;  you  know  these  are  the  allowances 
now? — Yes. 

9345.  The  total  is  £235.  I am  dealing  simply  with 
a married  man’s  position.  If  he  has  an  income  of 
£250  per  annum  he  is  asked  to  pay  tax  on  £15;  the 
difference  between  £235  and  £250.  Do  you  follow 
these  figures? — Yes. 

9346.  You  know  the  rate  of  tax  he  pays  on  that 
£15?— Yes. 

9347.  It  is  2s.  3d.?— Yes. 


9348.  He  pays  £1  13s.  9d.  out  of  his  £250  a year? — 
Yes;  a married  man  with  two  children  pays  £1  13s.  9d. 

9349.  I think  you  will  agree  that  it  is  fair,  if  you 
say  the  cost  of  living  is  doubled,  to  put  that  real 
burden  of  £1  13s.  9d.  at  one-half  the  amount,  namely, 
16s.  lOd. ; that  works  out  roughly  at  about  4d.  a week. 
Do  you  think  that  is  an  excessive  tax  for  a man  with 

£250,  in  view  of  the  need  for  money  at  the  moment? 

I do  not  deny  the  need  for  money.  All  that  we  are 
contending  is  that  it  is  not  taken  from  the  proper 
source. 

9350.  As  a small  contribution  is  it  not  a very 
moderate  and  a very  trifling  one?— You  have  got  to 
take  it  this  way,  that  the  man  rearing  a family, 
keeping  them  in  comfort  and  endeavouring  to  do  the 
best  he  can  for  them,  is  doing  his  duty  to  the  State 
apart  from  taxation ; he  is  paving  for  it. 


9351.  I quite  agree,  but  that  4d.  a week  up  to  £250 
a year  for  a married  man  with  two  children  is  the 
measure  of  his  grievance  to-day  as  regards  Income 
Lax?— But  our  contention  is  that  he  should  not  be 
called  upon  to  pay  the  4d. 


9352.  I will  put  it  to  you  in  this  way.  Supposing 
they  put  a penny  an  ounce  on  tobacco  and  they  smoke 
four  ounces  a week,  which  is  not  a very  excessive 
allowance,  do  you  think  there  would  ever  have  been 
any  complaint  about  the  paying  of  that  4d.  ? — No, 
because  he  would  have  the  choice  not  to  buy  the 
tobacco. 

9353.  Would  he  smoke  any  less? — Possibly  he  would. 

I know  men  who  have  stopped  smoking. 

9354.  This  is  only  a penny  an  ounce,  of  course.  I 
am  not  referring  to  the  full  duty.  There  has  never 
been  any  complaint  that  I have  seen  or  heard  of,  as 
there  has  been  against  the  Income  Tax,  against  the 
high  tobacco  duties  or  the  high  duties  on  liquor? — 
Of  course,  that  is  mostly  dependent  on  the  fact  that 
I have  mentioned,  that  if  he  does  not  wish  to  pay  it 
he  does  not  require  to  pay  it.  If  he  likes  to  stop 
smoking  he  does  not  need  to  pay  the  duty.  If  we 
wish  to  smoke  we  will  just  have  to  pay  the  duty. 

9355.  If  he  does  not  smoke  should  he  not  still  pay 
some  tax  in  some  other  form? — Well,  possibly  he 
should ; and  he  does. 

9356.  He  is  like  the  bachelor  you  have  referred  to; 
he  walks  about  and  pays  nothing  at  all? — No,  that  is 
not  so.  He  always  pays,  at  any  rate,  his  rates. 

9357.  You  are  referring  to  local  rates? — Yes. 

9358.  I am  referring  to  Imperial  taxation? — Well, 
it  all  comes  out  of  his  wages,  whether  it  is  local  rates 
or  any  other  rates.  Ho  has  only  the  one  source  of 
income,  and  he  has  many  outlets  for  expenditure. 

9359.  I quite  agree  with  you;  but,  after  all,  you 
are  concerned  here  with  Income  Tax,  and  the 
grievance  of  this  tax  on  the  married  men  with  incomes 
up  to  £250  a year? — Can  you  dissociate  other  sources 
of  expenditure  from  the  Income  Tax? 

9360.  Oh,  certainly? — You  may,  but  still  it  amounts 
to  the  same  thing  to  the  working  man  with  the  family. 

9361.  Do  you  not  think  it  is  more  the  direct  tax 
he  objects  to  rather  than  the  amount  of  the  tax 
itself? — No,  I do  not  think  so.  I think  it  is  just  the 
ability  to  meet  his  liabilities  that  he  objects  to  on 
the  ground  that  it  is  not  fair  compared  to  the  other 
classes  of  the  nation. 

9362.  Even  a small  amount? — Of  course,  you  are 
putting  it  from  the  very  smallest. 

9363.  No ; no  one  who  falls  below  the  £235  with  two 
children — and  two  children  is  smaller  than  the  average 
family? — Yes. 

9364.  If  the  man  happens  to  have  three  children  he 
pays  no  tax  until  he  reaches  £260.  Do  you  think  the 
average  working  man  who  is  paying  tax  to-day  really 
appreciates  the  effect  of  all  these  allowances? — He 
must.  Of  course,  you  are  talking  about  allowances 
that  he  has  never  had  the  advantage  of  yet.  At  the 
same  time  £250  is  a very  small  income  for  a man  to 
keep  a wife  and  family  in  comfort  on  at  the  present 
day. 

9365.  I quite  agree  with  you ; but  the  point  is  with 
regard  to  the  new  proposals  that  aro  made,  do  they, 
in  your  opinion,  not  go  a long  way  to  meet  this  objec- 
tion up  to  £250  a year? — No,  because  the  £250  a year 
would  be  the  starting-point,  whereas  it  is  £120  at  the 
present  time;  he  would  have  other  additions  on  to  the 
£250. 

9366.  Then  really  the  claim  you  wish  to  put  forward 
is  that  no  married  man  with  two  children  shall  pay 
any  Income  Tax  until  his  income  exceeds  £1  a day? — 
I think  I made  that  clear  in  my  statement;  the  other 
abatement  should  be  increased,  or  remain  at  least. 

9367.  Let  me  put  it  to  you:  £250  abatement,  £50 

for  the  wife,  £40  for  the  first  child,  and  £25  for  the 
second  child,  amount  to  £365  a year? Yes. 

9368.  Do  you  really  seriously  suggest  that  up  to 
that  point  there  should  be  no  direct  contribution? — 
1 do  so.  I would  state  this,  that  £1  a day  is  not  too 
much,  if  enough,  for  any  working  man  with  a house 
and  a wife  and  two  children  at  the  present  time. 
£1  a day  is  actually  insufficient  to  maintain  them  in 
comfort  and  provide  for  the  necessaries  of  life  and 
the  future  of  the  children.  There  is  a different 
qutlook  on  life;  and  labour  under  Government; 
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encourages  it.  I do  not  think  they  are  wrong;  they 
are  quite  right,  because  it  is  pressed  upon  them.  If 
things  are  to  be  maintained  as  they  are  without 
getting  any  better,  £1  a day  cannot  be  too  much ; and 
there  is  not  £1  a day  in  £325  a year. 

9369.  The  figure  I gave  you  was  £365? — Well,  that 
is  my  answer  to  that,  emphatically ; that  he  ought  to 
be  free. 


9370.  And  it  is  also  the  view  of  those  you  represent 
that  the  real  objection  is  to  the  tax  as  a tax,  and 
that  they  would  not  take  it  in  any  other  form  such 
as  a tobacco  tax  or  a sugar  tax,  as  I have  indicated 
to  you,  of  an  equivalent  amount? — No.  I am  not 
saying  they  are  not  dissatisfied  with  this  other  taxa- 
tion ; I am  only  here  on  the  question  of  Income  Tax. 

9371.  I have  reduced  it  to  you,  anyhow,  as  it  stands 
at  present  that  it  means  the  equivalent,  if  you  judge 
everything  by  the  100  per  cent,  rise  standard,  of  4d. 
per  week  at  £250  a year,  and  I doubt  if  it  is 
generally  known  amongst  the  great  mass  of  working 
men  that  that  is  all  it  does  mean.  You  think  they 
are  thoroughly  aware  of  the  effect  of  the  tax — that 
while  nominally  the  rate  is  2s.  3d.  on  the  portion 
they  are  asked  to  pay  upon,  it  is  a very  much  smaller 
rate  on  the  total  income  than  2s.  3d.  in  the  £? — I 
believe  they  are  thoroughly  aware  of  what  it  comes 
to  per  week,  and  per  day  for  that  matter. 

9372.  Mr.  Manville : One  question,  continuing  what 
my  friend  on  my  left  said  a few  minutes  ago,  and 
that  is  with  regard  to  the  possible  postponement  of 
interest.  Have  you  really  considered  what  that 
brings  in  its  train?  Let  me  put  this  to  you.  This 
country,  you  know,  cannot  grow  its  own  food  for  it6 
own  necessities? — I know  it  does  not. 

9373.  Well,  I think  you  must  admit  it  could  not, 
with  the  existing  population? — With  qualifications  I 
would  admit  that. 

9374.  Chairman : It  is  agreed  it  does  not? — It  does 
not. 

9375.  Mr.  Manville  : And  therefore  we  have  to  pur- 
chase food  abroad?— At  the  present  time,  yes. 

9376.  So  long  as  we  do  not  produce  all  our  neces- 
saries we  have  to  purchase  the  balance  abroad? — Yes. 

9377.  We  cannot  do  that  without  credit  abroad? 


— No. 

9378.  If  we  became  a discredited  nation  nationally 
we  should  find  it  very  difficult  to  get  any  food  from 
abroad  at  all? — Yes. 


9379.  If  the  total  of  food  to  go  round  was  not  as 
great  as  it  is  at  present,  it  would  not  matter  what 
wa^es  you  were  paying  or  what  Income  Tax  you  were 
paying?— But  I am  not  assuming  for  the  moment 
that  any  of  the  things  are  necessary  that  would 
require  the  postponement  of  our  payments.  What  1 
say  is  if  it  came  to  be  a choice  between  the  two,  then 
for  the  o-ood  of  the  nation  and  for  keeping  the  pros- 
perity of  the  nation,  taking  a longer  view  of  it,  the 
other  would  be  preferable. 

9380.  What  I am  trying  to  put  to  you  is  that  that 
would  be  a physical  impossibility  if  we  lost  our 
credit ; that  the  whole  nation  would  be  worse  ott  toi 
food  and  other  amenities  that  they  ought  to  have. 
It  would  sap  the  verv  foundation  of  things  as  far  as 
we  are  concerned  ? — Yes ; I quite  see  that. 

9381.  And  it  would  react  still  further  than  that, 
because  it  must  inevitably  mean  that  there  would  be 
less  employment,  and  not  more?  Yes. 

9382.  And  therefore  there  would  not  be  the  ability 
to  pay  wages  up  to  anything  like  the  present 
standard;  they  would  not  exist P— But  that  would 
only  come  to  be  a question  when  it  was  to  be  con- 
sidered which  of  the  two  you  would  take. 


9383.  But  I do  not  admit  that  there  is  an  alterna- 
tive; I say  you  are  in  a vicious  circle  If  you  do 
the  one  thing  you  bring  the  whole  of  what  I might 
call  the  betterment  structure  to  the  ground  with  a 
crash?— But  I do  not  admit  that  you  have  reached 
the  point  when  you  must  choose  between  the  two. 

9384.  But  you  would  have  reached  the  point  if  you 
repudiate  or' postpone  the  interest  on  your  national 
indebtedness;  that  would  be  the  dividing  line?— You 
are  speaking  of  a very  extreme  situation,  are  you  not? 
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9385.  Mr.  Manville : I am  only  taking  your  own 
words.  I hope  it  will  not  arise,  but  if  it  does  I 
think  we  must  all  admit  that  it  would  mean  a worse 
and  not  a better  state  for  the  nation  as  a whole. 

9386.  Sir  J.  Earmood-Banner : Might  I ask  you 
what  in  your  view  would  be  the  position  of  a cotton 
spinning  mill  or  a wool  mill  if  they  carried  out  your 
suggestion  that  the  payment  of  creditors  was  a 
secondary  thing  to  the  comfort  and  health  of  tho 
nation.  In  order  to  provide  the  cotton  or  the  wool 
whereby  these  workers  gain  their  wages  they  must  pay 
for  the  cotton  and  the  wool  which  is  put  into  the  mill. 
If  your  suggestion  were  carried  out,  and  you  are  not 
to  pay  the  creditors,  and  therefore  not  to  pay  the 
people  who  supply  you  with  the  cotton  and  the  wool, 
how  would  you  provide  the  industry  by  which  the  popu- 
lation would  gain  their  wages? — I think  you  are 
wronging  me.  I think  you  are  blaming  me  in  the 
wrong ; I do  not  suggest  that. 

9387.  You  suggest  that  the  payment  of  the  creditors 
is  a secondary  consideration  to  the  comfort  and  health 
of  the  population  ? — Yes,  but  that  is  not  suggesting 
we  do  not  pay  them. 

9388.  But  it  is  suggesting  that  you  cannot  pay  them 
if  you  have  not  paid  first  for  the  implements  whereby 
they  carry  on  their  trade? — No,  I am  not  suggesting 
that  you  cannot  pay  them.  What  I do  say  is  that  if  it 
came  to  be  a question  of  the  two,  then  the  preferable 
course  would  be  to  keep  the  nation  fit. 

9389.  That  is  to  say,  it  is  better  to  keep  them  with- 
out work  sooner  than  pay  for  the  articles  by  which 
they  are  employed? — No,  I am  not  saying  keep  them 
without  work. 

9390.  I will  not  pursue  it.  You  have  given  us 
very  fair  answers.  I only  want  to  point  out 
that  if  you  do  not  provide  the  material  you  can- 
not provide  the  wages.  Then  you  say  payments  for 
overtime  should  be  free  from  taxation.  Is  it  not  a 
very  common  complaint  that  overtime  is  very  largely 
used  in  periods  when  there  is  slackness  during  the  day ; 
there  is  overtime  afterwards  because  it  is  paid  for  at 
higher  rates;  is  not  that  a very  common  complaint? — 
No,  I do  not  admit  that  at  all. 

9391.  Is  it  not  the  fact,  for  instance,  among 
collieries  that  Saturday  or  Sunday  work  is  considered 
rather  more  valuable,  and  Monday  is  devoted  to  play, 
because  Monday  is  a day  when  there  is  full  time  at 
ordinary  wages,  and  Saturdays  and  Sundays  are  days 
when  there  is  good  overtime? — There  is  no  extra  rate 
paid  for  overtime  at  the  collieries ; you  may  take  it 
from  me  as  one  who  has  spent  his  life  at  the  collieries. 

9392.  Surfacemen?— No.  There  may  be  an  isolated 
place  here  and  there.  We  are  really  negotiating  with 
the  Government  at  the  present  time  to  get  it. 

9393.  Well,  it  comes  to  the  same  thing?— No,  it  does 
not.  It  comes  to  the  same  thing  against  you. 

9394.  Take  it  in  a steel  or  iron  works,  is  it  not  the 
fact  in  the  same  way  that  certain  days  are  very 
popular  for  work,  where  overtime  is  heavily  paid,  and 
other  days  are  very  popular  for  play,  when  there  is 
full  time  and  no  overtime? — No,  that  is  not  the  case. 
And  I will  tell  you,  as  one  who  knows  colliery  work 
more  than  any  other  industry,  that  managements 
experience  the  greatest  difficulty  in  getting  men  to 
work  at  the  week-end. 

9395.  It  is  not  so  in  Lancashire.  You  speak  of 
Hamilton.  Has  the  Hamilton  district  been  very  ex- 
ceptional as  regards  its  coal  industry?  Has  it  been 
doing  very  badly— a very  poor  output?— No,  it  has 
been  doing  as  well  as  any  other  parts  of  the  country. 

9396.  Then  the  men  there  have  been  getting  good 
wages?— As  good  wages  as  any  other  parts  of  the 
country. 

9397.  Are  there  many  men  who  are  coming  home 
with  £1  a day  in  their  pockets  at  Hamilton  ?— There 
may  be. 

9398.  I should  like  to  know  is  it  common  to  Hamil- 
ton and  other  places  that  a collierv  household  will 
often  consist  of  a father  and  his  wife  and  sons,  the 
father  and  the  sons  bringing  home  (with  eon  a I wages) 
a considerable  amount  into  the  house?— Well,  it  is 
the  case,  but  there  isi  certainly  not  a majority  ot  these 
kind  of  cases 
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9399.  Is  it  not  a fact  that  a widow  with  a lot  of 
male  children  is  a very  valuable  woman  to  be  wedded 
by  a collier,  because  it  adds  largely  to  his  income? — 
I do  not  know;  I have  not  much  experience  in  that. 
I know  this  at  any  rate,  what  I referred  to  at  first, 
not  only  in  Hamilton  district,  but  throughout  the 
country,  what  you  refer  to  was  more  generally  the 
case;  but  since  the  war  there  has  been  a vast  altera- 
tion in  these  things.  You  know  that  the  Government 
has  often  stated,  and  it  is  true,  that  there  was  an 
exceedingly  good  response  from  the  mines  of  young 
men  at  the  very  first,  and  the  result  has  been  that 
“ the  Flowers  of  the  Forest  are  a’  wede  away.” 

9400.  Still,  what  I want  to  say  is  that  there  are 
many  houses  in  which  large  sums  of  £10  and  £15 
a week  are  coming  in  in  colliery  districts? — Well,  not 
many. 

9401.  There  are  some? — I could  not  agree  to  many. 

9402.  Would  you  say  as  regards  those  houses  that 
they  ought  not  to  contribute  Income  Tax  unless  there 
is  a general  average  of  £250  a year  per  person? — I 
would  not  say  anything  about  these  houses  at  all, 
because  I think  they  are  so  few.  I think  it  would  be 
quite  right  to  make  them  pay  something,  but  it  is 
the  difficulty  of  getting  at  them;  this  is  hypothetical, 
is  it  not? 

9403.  It  is  actual  in  a good  many  cases? — I mean 
to  say  if  you  put  it  at  a.  good  many,  I am  not  aware 
of  it. 

9404.  I want  just  to  amplify  the  fact  of  their  not 
paying  Income  Tax.  Is  it  because  they  object  to 
Income  Tax?  In  the  first  instance  you  rather  sug- 
gested it  was  because  they  were  unable  to  pay? — Yes. 

9405.  But  you  do  not  adhere  to  that,  that  that  is 
the  reason  they  are  put  into  the  County  Court : it  is 
rather  that  you  had  not  considered  it  fair  that  they 
ought  to  pay? — Oh,  no;  I do  not  think  it  is  fair  to 
say  that.  Do  I say  that  here? 

9406.  No,  but  some  of  the  evidence  which  you  have 
given  suggested  that  they  were  in  a very  poor  con- 
dition, and  these  County  Court  summonses  were  issued 
because  they  could  not  pay  their  Income  Tax? — The 
presumpti'on  I go  upon  is  this,  that  if  they  have  to 
live  in  comfort,  if  they  have  to  have  sufficient  to  make 
ends  meet  in  a fair,  comfortable  and  happy  way,  they 
are  not  able  to  pay.  That  is  really  the  summing  up  of 
the  whole  thing. 

9407.  You  say  they  pay  so  much  in  indirect  taxes, 
but  if  you  put  it  to  us  that  we  are  to  make  no  charge 
upon  them  in  Income  Tax,  does  it  not  come  to  the  fact 
that  we  must  encourage  them  to  consume  as  much  beer 
and  tobacco  as  possible,  so  as  to  pay  their  fair  share  of 
the  taxes? — Well,  if  you  wish. 

9408.  Mr.  Kerly : You  have  admitted  some  modifi- 
cations. Will  you  add  as  a qualification  to  your  whole 
’.tatement,  “ always  remembering  that  half  a loaf  is 
6etter  than  no  bread  ”? — Will  I admit  that? 

9409.  Yes?— Oh,  yes. 

9410.  Mrs.  Knowles : How  would  you  guarantee 
that-  if  people  were  let  off  their  Income  Tax  the 
amount  saved  would  go  to  the  family  income?  Sup- 


posing you  took  off  4d.  a week,  how  do  you  guarantee 
that  it  would  raise  the  standard  of  family  comfort? 
Would  the  woman  get  hold  of  it?  Is  it  not  a fact 
that  the  husband  allows  her  so  much  weekly,  and  if  he 
gets  off  his  Income  Tax  it  would  not  necessarily  go  to 
the  family? — I think  if  they  were  prudent  it  would. 

9411.  You  mean  if  they  were  Scotch? — I think  a 
man  feels  a responsibility  to  his  wife,  and  his  family, 
does  he  not? 

9412.  But  would  she  know  it?  If  she  is  managing 
all  right  on  what  he  allows  her,  would  not  he  regard 
that  as  so  much  pocket  money  ? — My  experience  is  that 
she  would  know  it. 

9413.  And  would  she  get  it? — I give  the  same 
answer. 

9414.  You  think  so? — Yes.  Really  it  is  not  a ques- 
tion amongst  the  working  classes  of  allowing  so  much 
to  the  wife.  It  is  a question  of  the  wife  allowing 
so  much  to  the  husband  actually. 

9415.  You  think  she  would  really  handle  it  for  the 
family? — Yes,  she  gets  the  whole  pay  to  handle,  and 
then  she  may  allow  him  something,  or  he  may  not 
want  it ; but  it  is  not  a question,  as  they  do  in 
business  life,  that  so  much  is  allowed  to  the  household. 
The  whole  wage  goes  into  the  household. 

9416.  I have  known  cases  even  in  Scotland  where 
the  wife  did  not  know  what  he  was  earning? — You 
may  have  known  cases,  but  I am  talking  of  the  aver- 
age working  man,  and  you  may  take  it  that  that  is 
the  case. 

9417.  Well,  you  ought  to  know.  You  think  it  would 
really  go  to  the  pocket  of  the  family  if  they  were  let 
off? — Yes,  I do. 

9418.  Mr.  May.  I have  only  one  question  to  ask. 
Mr.  Marks  asked  you  to  assume  that  we  have  got  to 
the  point  suggested  in  your  paragraph  9,  and  he  sug- 
gested to  you  that  at  that  point  we  should  be  without 
all  forms  of  capital,  and  I think  for  the  moment  you 
agreed? — Yes. 

9419.  Would  you  not,  as  representing  the  trades 
unions  and  the  workers  generally  of  Great  Britain, 
suggest  that  the  main  form  of  capital  was  still 
intact — labour? — I would. 

9420.  And  is  not  that  really  at  the  back  of  your 
suggestion  in  paragraph  9?  What  you  really  mean 
is  that  if  the  country  ever  did  come  to  the  point 
when  it  had  to  choose  between  these  two  alternatives, 
the  credit  of  the  country  at  home  and  abroad  would 
be  so  far  gone  that  the  adoption  of  your  proposal 
would  matter  very  little  in  that  direction,  and  that 
the  maintenance  of  the  physical  standard  would  be 
the  surest  means  of  restoring  that  credit? — That  is 
the  whole  of  my  meaning  in  that  paragraph. 

9421.  Mr.  Marks:  I did  not  quite  say  what  Mr. 
May  suggests;  I said  capital  would  have  gone  to 
earth,  which  is  not  the  same  thing  as  destroying  it. 

9422.  Mr.  May : At  least,  we  were  lacking  it  for 
the  time  being. 

9423.  Chairman:  Thank  you,  Mr.  Shirkie,  you  are 
an  excellent  witness. 


Sir  William  Yestey,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Evidence-in-chief  of  Sir  William  Vestey,  of  the 
firm  of  Vestey  Brothers. 

9424.  (1)  Our  firm,  both  as  to  the  partners  and  the 
capital,  is  purely  English.  Wo  are  not  interested  in 
the  American  Beef  Trust  or  any  other  foreign  firm  in 
any  way. 

9425.  (2)  We  are  proprietors  and  managers  of 
freezing  works,  cold  stores,  or  cattle  ranches  in  Great 
Britain,  Russia,  China,  Australia,  New  Zealand, 
United  States,  Venezuela,  Brazil,  Paraguay,  Argen- 
tine, South  Africa,  Madagascar,  France,  Spain, 
Portugal,  and  other  countries.  The  capital  employed 
in  the  business  and  that  of  the  affiliated  concerns 
under  the  same  management  is  in  excess  of 


£20,000,000;  the  business  therefore  ranks  among  the 
largest  British  industrial  concerns  and  is  larger  than 
that  of  all  other  British  freezing  and  cold  storage 
companies  combined.  It  is  quite  as  important  as  that 
of  three  out  of  the  five  members  of  the  American  Beef 
Trust.  Up  to  the  end  of  the  year  1915  we  conducted 
the  business  from  London.  In  that  year  taxation  was 
imposed  which  made  it  impossible  to  continue  working 
from  England.  We  did  all  we  could  to  be  allowed  to 
remain  in  England,  but  after  several  interviews  with 
the  highest  officials,  who  were  most  sympathetic,  we 
had  no  alternative  but  to  remove  the  business  abroad, 
and  are  now  domiciled  in  the  Argentine  Republic. 

9426.  (3)  Our  competitors  are  the  American  Beef 
Trust;  they  are  fierce  competitors  with  more  than 
£100,000,000  of  capital ; enterprising  and  skilled  in 
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their  business,  and  with  the  whole  force  of  the  Ameri- 
can Government  and  of  every  employee  of  that 
Government  everywhere  working  like  beavers  for 
them.  Under  these  circumstances,  for  any  firm  to  try 
to  compete  with  them  on  anything  but  absolutely 
equal  terms  is  useless,  the  slightest  handicap  moans 
failure. 

9427.  (4)  I think  the  best  evidence  I can  give  as  to 
the  effect  of  the  Income  Tax,  Super-tax,  and  Excess 
Profits  Duty  is  to  give  the  concrete  example  of  its 
effect  in  the  case  of  our  firm  and  to  show  the  unfair 
and  overwhelming  advantages  given  to  the  American 
Beef  Trust  by  the  present  method  of  taxation. 

9428.  (5)  In  respect  of  all  businesses  begun  since 
August,  1914,  if  we  were  working  from  London,  we 
should  have  to  pay  on  the  profits  6s.  Income  Tax, 
•Is.  6d.  Super-tax,  plus  40  per  cent.  Excess  Profits  Duty 
on  all  profits  in  excess  of  9 per  cent.  In  addition  we 
should  also  have  to  pay  40  per  cent.  Estate  Duty, 
which  is  merely  deferred  Income  Tax,  so  the  result 
would  be  as  follows  : — 

(In  the  following  calculation  no  account  is  taken 
of  the  effect  of  the  9 per  cent,  allowed  on 
capital,  as  it  is  impossible  to  estimate  what 
relation  it  would  bear  to  the  profits,  but  it  could 
not  materially  affect  the  calculation.) 

Profit  £100  0 0 

40  % Excess  Profits  Duty  ...  40  0 0 


Income  Tax  6/-  

Super-tax  4/6  

10/6 

Death  Duties  (merely  de- 
ferred Income  Tax  40  %) 

£17  2 0 

so  that  the  Government  would  take  £82  18s. 
in  taxation,  leaving  us  with  £17  2s  for  the 
use  of  our  capital  and  to  cover  the  risk  and 
as  payment  for  our  time,  energy  and  enterprise; 
to  do  business  on  these  terms  is,  of  course, 
impossible.  The  Trust,  on  the  other  hand,  pays  the 
American  taxes  on  the  business  they  do  in  America 
just  as  we  should  do  on  our  English  business,  but 
they  have  made  their  businesses  outside  America  into 
foreign  companies,  and  unless  they  take  the  profits  to 
America,  which  they  avoid  doing  as  much  as  possible, 
they  are  free  from  American  taxation.  Most  of  the 
goods  they  sell  to  England  are  sold  f.o.b.  port  of  ship- 
ment, and  are  quite  free  of  English  taxation.  If 
they  ship  goods  to  England  without  selling  first,  then 
they  are  given  special  terms  by  the  English  Govern- 
ment. The  net  result  is  that  on  more  than  90  per 
cent,  of  their  business  with  England  from  their  works 
outside  America  they  pay  no  taxation  whatever,  and 
only  a mere  trifle  on  the  remaining  10  per  cent.,  while 
we,  if  carrying  on  our  business  from  England,  should 
have  to  pay  £82  18s.  per  cent,  on  the  profits  if  the 
goods  were  sold  in  England  or  even  if  they  were  sold 
abroad  and  never  saw  England,  a condition  under- 
which  it  is  obviously  impossible  to  work. 

9429.  (6)  Wo  are  told  and  believe  that  the  Govern- 
ment would  like  to  get  England  out  of  the  clutches 
of  the  American  Beef  Trust,  but,  in  fact,  the  Trust 
themselves  could  never  have  conceived  so  perfect  and 
simple  a device  for  consolidating  and  extending  their 
practical  monopoly  of  the  frozen  meat  trade  as  that 
the  British  Government  should  exempt  them  from 
taxation  and  impose  a tax  of  £82  18s.  per  cent,  on  the 
profits  of  any  British  firms  who  might  have  the 
temerity  to  oppose  them.  It  appears  impossible,  but 
that  is  the  present  position. 

9430.  (7)  We  should  like  very  much  to  bring  our 
organisation  to  this  country  and  work  from  London 
instead  of  Chicago  or  Buenos  Aires,  but  we  cannot  do 
this  unless  we  have  equality  of  taxation  with  the 
American  Beef  Trust  and  the  Argentine  Meat  Com- 
panies. It  does  seem  a pitiable  state  of  affairs  that 
we  should  have  to  ask  our  own  Government  for 
equality  of  treatment  with  foreigners  in  our  own 
country,  or  that  we  should  have  to  remove  our  busi- 
ness abroad  in  order  to  be  able  to  trade  in  England 
on  an  equality  with  foreigners. 
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9431.  (8)  It  is  unecessary  to  point  out  how  vital  it 
is  that  the  supply  of  foodstuffs,  particularly  of  meats, 
should  be  in  the  hands  of  English  subjects,  whereas, 
whatever  their  intentions  may  be,  the  Government 
have  done,  and  are  doing,  everything  they  can  to 
fasten  the  American  Beef  Trust  still  more  firmly  upon 
the  backs  of  our  people. 

9432.  (9)  Until  ten  years  ago,  the  American  Beef 
Trust  had  not  one  single  freezing  works  outside  the 
United  States.  Since  then  they  have  built  very 
many  in  different  parts  of  the  world,  solely  to  supply 
the  English  market,  and  are  now  building  freezing 
works  at  San  Paulo,  Santa  Ana  de  Livramento, 
another  quite  near  that  place,  and  two  at  Rio  Grande 
de  Sul,  all  in  Brazil,  three  in  Paraguay,  and  one  in 
Santa  Cruz,  Patagonia,  and  have  bought  land  and  are 
about  to  commence  the  erection  of  another  at  Rosario 
de  Sante  Ee,  in  the  Argentine  Republic.  They  are 
also  commencing  building  in  Colombia,  I believe  at 
Baranquilla,  also  sending  out  material  to  build  in 
South  Africa,  and  have  their  men  out  acquiring  sites 
in  other  countries.  They  have,  to  my  knowledge, 
offered  to  buy  important  works  in  the  Colonies.  All 
their  works  in  the  past  have  been  built  almost  solely 
to  supply  the  English  market.  While  all  this  w'ork 
is  being  done  by  the  Trust,  not  one  English  freezing 
works  has  been  built  abroad  by  any  other  firm  than 
our  own.  It  does  seem  to  me  that  the  preferences 
which  are  given  in  every  possible  way  to  the  American 
Beef  Trust  by  the  English  Government  should  be 
stopped  and  English  firms  given  equality  of  treatment. 
We  do  not  ask  for  any  preference  in  any  way,  but 
merely  equality  of  taxation. 

9433.  (10)  One  of  the  most  shameful  things  is  that 
the  American  Beef  Trust  are  allowed  to  open  freezing 
works  in  Australia  (a  British  Colony),  sell  the  whole 
of  the  beef  from  those  works  to  the  British  Govern- 
ment, and  not  pay  one  farthing  of  taxation  in 
England  either  for  Income  Tax,  Super-tax,  or  Excess 
Profits  Duty,  while,  upon  any  profits  which  might  be 
derived  from  our  Australian  works,  were  we  domiciled 
in  England,  we  should  have  to  pay  £82  18s.  per  cent, 
in  taxation.  That  this  state  of  affairs  should  be 
allowed  to  exist  for  one  minute  after  attention  is 
called  to  it  is  beyond  belief. 

9434.  (11)  We  have  been  asking  for  many  years  for 
equality  of  treatment  with  the  foreigner.  Every 
Government  official  we  see  agrees  with  us  that  the 
position  is  unjust  and  deplorable.  Seeing  the  great 
interests  which  are  at  stake,  and  what  a matter  of 
national  importance  it  is  that  the  frozen  meat  in- 
dustry should  be  in  English  hands  and  conducted 
from  England,  cannot  taxation  be  so  arranged  that 
English  firms  can  commence  to  work  from  this  country 
at  once,  on  an  equality  with  the  foreigner. 

9435.  (12)  So  far  as  I know  there  are  only  two 
English  companies  engaged  in  the  meat  freezing  in- 
dustry abroad.  The  American  Beef  Trust  had  nearly 
killed  them  both,  when  the  war  broke  out  and  saved 
them,  but  it  is  quite  certain  that  when  the  trade  gets 
back  to  its  normal  state  they  will  either  have  to  be 
given  equaliby  of  treatment  with  the  American  Beef 
Trust  so  far  as  taxation  is  concerned,  or  they  must 
conduct  their  businesses  from  abroad,  sell  out  to  the 
Trust,  or  go  out  of  business. 

9436.  (13)  In  conclusion  there  is  no  reason  whatever 
why  England  should  not  have  the  lion’s  share  of  the 
frozen  meat  industry,  it  can  be  conducted  quite  as 
well  from  London  as  from  Chicago  or  Buenos  Aires, 
but  the  foreign  works  controlled  from  England  must 
be  free  from  English  taxation  so  long  as  the  profits 
are  not  brought  to  England  (this  was  the  case  until 
6 or  7 years  ago).  If  any  taxation  should  be  im- 
posed upon  the  Trust’s  business  with  England,  English 
firms  should  pay  on  the  same  basis,  but  it  is  idle 
to  think  for  one  moment,  that  they  are  going  to  be 
able  to  pay  any  taxation  in  England,  on  business  done 
from  their  foreign  works,  with  countries  outside 
England;  competition  is  too  fierce  to  permit  of  any 
handicap. 

9437.  (14)  So  far  as  revenue  is  concerned,  the 
Government  would  receive  far  more  indirectly  by 
freeing  the  industry  from  taxation,  otherwise  it  is 
only  a matter  of  a short  time  before  there  will  be  no 
industry  to  tax.  Take  our  own  case  for  instance,  if 
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we  were  granted  equality  of  taxation  with  the  Trust  with  England,  they  would  soon  begin  to  form  com- 
we  would  as  soon  as  possible  move  our  business  to  panies  and  largely  increase  England’s  share  in  the 
England  and  control  our  foreign  businesses  from  trade,  so  that  directly  and  indirectly  the  trade  would 
England,  directly  and  indirectly  hnding  employment  be  the  source  of  a large  revenue.  If  this  line  is  not 
for  a very  large  number  of  men.  Further,  1 am  quite  taken  it  cannot  be  long  before  there  will  cease  to  be 
sure  that  when  the  trade  knew  that  the  English  any  revenue  direct  or  indirect  from  English  freezing 
Government  would  give  them  equality  of  treatment  works  abroad,  as  the  two  English  companies  will  have 
with  the  American  Beef  Trust  so  far  as  the  taxation  been  taxed  out  of  existence,  no  new  ones  will  be 
of  foreign  businesses  was  concerned,  and  would  not  started,  and  the  American  Beef  Trust,  aided  by  the 
handicap  them  by  taxing  them  more  heavily  than  the  English  Government  will  have  secured  practically  a 
American  Beef  Trust  on  any  business  they  might  do  monopoly  of  the  supply  of  foreign  beef  to  England. 

[ This  concludes  the  evidence-in-chief.'] 


9438.  Chairman : We  have  your  evidence-in-chief. 
You  are  tiie  proprietors  and  managers  of  these  great 
works:' — Tliese  various  works,  yes. 

9439.  I will  ask  the  Commissioners  to  examine 
you  now  on  your  statement. 

9440.  Sir  1'.  Whittaker : We  have  had  an  oppor- 
tunity of  reading  your  proof  of  evidence,  and  there- 
fore i will  simply  ask  you  questions  upon  it  r* — Might 
I say  one  thing : 1 see  you  have  got  me  down  here 
a6  Yestey  Brothers,  Limited.  It  is  Vestey  Brothers, 
not  Limited,  but  1 do  not  know  that  it  matters  very 
much. 

9441.  You  are  proprietors  and  managers  of  very 
large  concerns  in  many  parts  of  the  world? — Yes. 

9442.  With  a very  large  capital? — Yes. 

9443.  Prior  to  1915  your  head  offices  were  in  this 
country  and  the  control  was  exercised  from  here? — 
Yes. 

9444.  In  consequence  of  taxation  you  have  removed 
the  control,  I understand,  to  South  America? — Yes  to 
Buenos  Aires. 

9445.  So  this  is  not  a case  of  someone  coming  and 
telling  us  that  they  might  have  to  take  their  business 
away,  or  would  have  to  do  so;  you  have  actually 
done  it? — We  have  actually  done  it. 

9446.  That  means  a considerable  loss  of  Income  Tax 
to  this  country? — Very  considerable. 

9447.  Then  i think  you  make  a further  point  about 
the  American  packing  houses  sending  their  meat  into 
this  country? — Yes. 

9448.  And  that  if  you  were  here  you  would  pay  a 
tax  that  they  do  not? — That  is  so.  They  practically 
do  not  pay  anything.  We  should  have  to  pay,  accord- 
ing to  the  statements  1 show  here,  something  like 
S2£  per  cent. 

9449.  And  you  feel  that  this  differentiation,  as  you 
consider  it,  against  you  is  so  serious  that  you  cannot 
possibly  remain  here? — We  cannot  possibly  compete 
with  the  American  Beef  Trust  unless  we  are  given 
equality  of  treatment  in  taxation.  Any  German  can 
come  in  here  to-day  and  send  his  stuff  in  on  the  basis 
I am  asking  for.  I only  want  the  treatment  that  you 
give  to  any  German. 

9450.  I understand  also  that  there  were  some  other 
companies  here,  and  that  some  of  them,  at  any  rate, 
you  have  acquired  because  they  could  not  continue 
here  on  the  old  footing? — That  is  it. 

9451.  So  that  it  means  more  companies  than  your 
own  in  this  particular  line  of  business  have  gone? — 
Yes,  and  further,  there  are  now  only  two  companies 
in  this  country  engaged  in  the  frozen  beef  trade. 
One  of  those  companies  has  been  to  us  three  times  for 
us  to  buy  them  out,  and  we  were  within  5 per  cent,  of 
buying  the  other  company  out,  and  then  you  would 
not  have  had  one  British  company  in  this  country. 

9452.  That  is  a condition  that  applies  in  principle 
to  other  businesses  as  well  as  your  own? — I will  keep 
altogether  to  the  beef  trade.  I do  not  know  anything 
about  any  other  businesses,  but  this  one  I do  know 
something  about.  I kno^v  you  cannot  have  any  beef 
trade,  or  any  frozen  works  abroad  if  you  continue 
with  your  present  policy. 

9453.  I think  I understand  that,  and  I just  wanted 
t°  put  it  to  you  for  the  purpose  of  getting  your 
opinion,  and  advice  if  you  feel  able  to  give  it,  as  to 
how  the  difficulties  which  doing  as  you  wish  would 
give  rise  to  could  be  best  met.  As  you  are  well  aware, 
until  1914  investments  abroad,  when  the  income  was 
not  brought  to  this  country,  were  not  taxed  here. 
That  is  the  position  in  which  you  wish  to  be  placed? 
— Yes. 

9454.  You  are  no  doubt  aware  that  that  affects  a 
large  number  of  other  concerns,  that  is  to  say,  large 


trust  companies  and  insurance  companies,  and  also 
some  private  individuals  who  did  invest  their  money 
abroad  and  accumulate  the  interest  abroad  and  not 
bring  it  here? — Y’es. 

9455.  The  total  of  that  income  would  be  very  large 
and  would  make  a very  serious  gap  in  our  income 
fax  receipts.  I did  not  know  whether  you,  with  your 
great  experience,  had  any  suggestion  to  make  to  us 
that  would  enable  us  to  relieve  what  all  of  us  would 
feel  is  a serious  matter  about  these  businesses,  and 
still  retain  the  tax  on  those  other  investments  and 
businesses  to  release  which  would  be  a very  serious 
matter? — So  far  as  our  trade  is  concerned  you  can 
not  tax  the  trade  which  is  done  between  two  foreign 
countries.  For  instance,  if  I kill  a beast  in  the 
Argentine  and  sell  the  product  of  that  beast  in  Spain 
this  country  can  get  no  tax  on  that  business.  You 
may  do  what  you  like  but  you  cannot  have  it.  On 
the  other  hand,  the  goods  which  come  to  this  country 
I would  suggest  that  you  take  a turnover  tax  upon, 
say,  1 per  cent.,  or  any  percentage  you  like  to  fix  on 
the  goods  which  are  brought  to  this  country.  They 
are  the  only  ones  which  can  pay  a tax,  and  that 
would  put  us  all  in  the  same  position. 

9456.  You  are  aware  there  is  a provision  in  the 
law  now  for  a tax  on  turnover  practically? — Yes,  but 
that  is  not  applied  to  English  people;  that  advantage 
is  given  to  foreigners  only. 

9457.  Of  course,  as  you  see,  that  does  not  deal 
with  the  difficulty  of  letting  off  the  investment 
companies? — No.  I do  not  know  what  you  are  going 
to  do.  I know,  of  oourse,  it  is  a very  difficult 
position.  How  would  it  be  if  it  were  applied  to 
trading  concerns  only  P 

9458.  That  means  differentiating  between  business 
profits  and  interest  on  investments,  and  when  you 
come  to  split  up  your  business  profits  to  ascertain 
how  much  of  that  is  interest  on  investments  or  return 
of  capital,  and  how  much  is  profits,  you  will  find 
you  are  in  very  great  difficulty? — An  investment 
company  is  an  investment  company;  its  investment 
consists  in  debentures  or  investments  in  shares,  and 
that  is  very  easily  found  out;  there  is  no  business 
profit  there,  so  I think  it  would  meet  the  case 
probably,  so  far  as  investment'  companies  are  con- 
cerned, do  you  not  think  so? 

9459.  Your  suggestion  broadly  would  be  that  the 
relief  should  be  given  to  trading  undertakings? — 
Only. 

9460.  Sir  E.  Nott-Eower : I suppose  you  would  not 
object  to  this : assessment  on  the  business  excluding 
the  trading  between  foreign  countries.  The  partners 
who  resided  here  would  be  liable  to  some  extent,  at 
any  rate,  in  respect  of  foreign  profits  that  have 
accrued  to  them  if  they  were  brought  here;  at  any 
rate,  you  would  admit  the  liability? — In  a business 
of  this  nature  you  cannot  say  how  much  is  made  in 
one  country  and  how  much  is  made  in  another.  You 
kill  an  animal  and  the  product  of  that  animal  is 
sold  in  50  different  countries.  You  cannot  say  how 
much  is  made  in  England  and  how  much  is  made 
abroad.  That  is  why  I suggest  you  should  pay  a 
turnover  tax  on  what  is  brought  to  this  country, 
whether  it  be  the  hides,  the  beef,  or  any  portion  of 
the  animal.  I want  to  help  the  country  to  get 
revenue.  It  is  not  my  object  to  escape  payment  of 
tax.  My  object  is  to  get  equality  of  taxation  with 
the  foreigner  and  nothing  else.  I do  not  mind  if  you 
make  your  turnover  tax  10  per  cent.,  5 per  cent.,  or 
whatever  you  like  so  long  as  I have  equality  with 
the  American  Beef  Trust;  and  that,  I think,  I am 
entitled  to  have.  I cannot  got  it,  and  I have  never 
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been  able  to  get  it  yet,  but  I do  feel  I am  entitled 
to  it. 

9461.  It  is  not  a very  easy  problem,  but  1 should 
like  to  put  one  question  to  see  if  I understand  the 
matter  aright.  Your  suggestion  comes  to  this,  does 
it  not,  that  vve  should  pay  no  attention  to  the 
question  of  where  the  control  of  the  business  is? — 
Absolutely. 

9462.  1 think  that  is  the  point  you  are  on? — Yes. 

9463.  We  have  evidence  of  other  witnesses  bearing 
on  that  point.  No  doubt  the  doctrine  that  the  control 
of  the  company  being  here  should  carry  with  it  the 
consequence  that  the  whole  profits  of  the  concern, 
stretching  over  two  or  three  continents  possibly, 
should  be  taxed  just  as  if  they  were  English  profits, 
does  give  an  enormous  scope  to  the  Income  Tax.  We 
have  to  consider  very  carefully  what  we  have  to 
recommend  with  regard  to  the  enormous  liability 
which  attaches  to  oontrol? — Yes. 

9464.  You  say  you  would  like  to  control  your  busi- 
ness here  provided  it  did  not  involve  your  business 
in  such  an  immense  liability.  You  have  to  arrive  at 
the  English  profits  somehow? — You  cannot  arrive  at 
the  English  profits ; that  is  why  I say  you  should  take 
the  turnover. 

9465.  You  have  to  take  some  measure? — You  take 
some  basis. 

9466.  That  was  the  diffculty  that  had  to  be  faced, 
I understand,  in  the  case  of  the  Beef  Trust  Com- 
panies. I understand  they  said  that  they  could  not 
ascertain  what  their  English  profit  was? — No,  they 
cannot. 

9467.  And  the  one  solution  was  to  charge  them  on 
tu  mover  ? — Y es . 

9468.  As  long  as  the  same  calculation  was  made  in 
your  case  as  in  the  case  of  the  American  Beef  Trust, 
you  would  be  content.  You  merely  ask  for  equality 
of  treatment,  and  you  want  to  get  rid  of  what  I 
understand  is  the  further  liability  to  taxation  by 
reason  of  oontrol  here? — That  is  it. 

9469.  You  have  a lot  of  foreign  properties,  and  if 
you  had  the  control  here,  you  would  probably  come 
to  reside  here  to  exercise  that  control? — Yes,  I 
should. 

9470.  With  regard  to  the  foreign  properties  you 
would  not  object  to  being  assessed  on  the  foreign 
profits  so  far  at  any  rate  as  you  had  them  sent  over  to 
this  country? — The  net  result  of  that  would  be  that 
none  whatever  would  be  sent  over. 

9471.  1 only  want  to  understand  what  your  position 
is? — I am  quite  willing  to  accept  that,  but  I want  to 
point  out  what  the  result  would  be. 

9472.  Then  if  I understand  the  matter  aright  you 
really  want  two  things ; first  of  all,  you  want  some 
limitation  of  liability  to  taxation  by  having  control 
in  this  country,  and,  secondly,  you  want  the  law  to 
be  restored  to  the  position  it  was  in  before  1914  when 
foreign  profits  which  were  not  remitted  to  this  country 
were  not  charged? — That  would  settle  all  our  diffi- 
culties ; we  should  come  back  to  England  to-morrow, 
and  we  should  employ  3,000  or  4,000  men. 

9473.  Mr.  McLintock : I would  like  to  ask  you  a 
question  or  two  about  your  calculations  here.  With 
regard  to  your  82  per  cent,  in  the  first  place,  you 
ignore  the  standard  altogether? — The  9 per  cent. 

9474.  Take  the  case  of  a new  business? — I call  at- 
tention to  that ; it  would  affect  the  calculation  to  some 
extent. 

9475.  To  a material  extent? — No,  not  very  material. 

9476.  Assume  you  have  a capital  of  £500  earning 
£100  profit,  that  is,  20  per  cent. ; you  are  entitled  to 
9 per  cent,  on  that  £500,  are  you  not? — Yes,  I suppose 
so. 

9477.  That  is  £45.  You  take  that  £45  off  the  £100 
first ; you  are  allowed  to  keep  that : is  not  that  right  ? 
— May  I put  it  in  another  way? 

9478.  I should  like  to  put  it  in  my  own  way  first? — 
Will  you  begin  again;  I want  to  follow  closely. 

9479.  Capital  £500 ; 9 per  cent,  on  that  is  £45 ; take 
that  off  the  £100  profit  you  have  earned  on  the  £500? 
— That  is  after  I earn  20  per  cent.? 

9480.  Yes.  You  are  then  left  with  a balance  of  £55 
which  is  subject  to  40  per  cent.  Excess  Profits  Duty, 
that  is  £22;  you  have  to  pay  away  £22  out  of  the 
£100,  and  you  have  £78  left.  Then  you  pay  Income 
Tax  and  Super-tax  at  practically  the  highest  rate,  10s. 
in  the  £? — 10s.  6d. 
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9481.  Well,  call  it  10s.  You  are  left  with  £39? — 
Then  I pay  40  per  cent,  of  that  again. 

9482.  To  whom? — For  Death  Duties;  it  is  merely 
deferred  Income  Tax. 

9483.  You  never  spend  any  of  your  profit? — Never. 

9484.  You  save  every  penny  you  make? — Every 
farthing. 

9485.  How  do  you  live,  may  I ask? — On  what  I 
earned  20  years  ago. 

9486.  You  neither  spend  any  of  it,  nor  give  any  of 
it  away? — I do  give  a good  deal  of  it  away;  unfor- 
tunately I am  rather  foolish  in  that  respect. 

9487.  Then  you  do  not  pay  Death  Duties  on  it? — 
If  I may  say  so,  I do  not  give  any  of  it  away,  because 
I give  also  from  what  I earned  many  years  ago. 

9488.  Do  you  not  think  it  is  hardly  fair  to  bring  in 
the  Death  Duties? — Well,  this  is  my  evidence. 

9489.  You  are  dealing  with  Death  Duties,  which 
clearly  do  not  emerge  to-day  when  the  Excess  Profits 
Duty  is  40  per  cent. ; you  have  not  to  die  this  year  ? — 
If  I die  to-morrow  this  calculation  is  correct  so  far  as 
the  Death  Duties  are  concerned.  If  I die  in  15  years 
this  would  have  to  be  reduced  by  some  10  or  15  per 
cent,  according  to  the  length  of  time  I take  to  die,  but 
if  I die  to-day  it  is  correct. 

9490.  I agree  if  you  die  to-day  these  Death 
Duties  will  have  to  be  paid,  but  you  look  like  living 
a good  while  longer? — I am  thinking  about  dying 
every  day.  This  40  per  cent,  always  keeps  my  death 
before  me. 

9491.  I hope  it  will  not  shorten  your  life,  at  any 
rate? — That  is  what  I dislike  about  it. 

9492.  On  the  question  of  removal  to  Chicago? — We 
are  domiciled  in  Buenos  Aires. 

9493.  You  have  not  removed  to  the  United  States? — 
No. 

9494.  So  you  have  escaped  the  heavy  American  sur- 
tax?— There  is  no  tax  in  Buenos  Aires  at  all. 

9495.  You  agree  if  you  carried  on  the  same  busi- 
ness in  America  you  would  have  to  pay  probably 
just  about  as  much  tax  as  you  paid  in  this  country? 
— Considerable  taxes,  but  not  nearly  so  much,  and 
not  on  foreign  businesses.  I can  go  to  America,  I 
can  go  to  Chicago  just  as  the  Trust  do,  and  I can 
run  my  South  American  business,  and  I do  not 
pay  one  penny  of  taxation  in  North  America  on  that. 

9496.  Supposing  you  run  the  business  as  Vestey 
Brothers  of  Chicago  instead  of  Vestey  Brothers  of 
the  United  Kingdom,  are  you  then  liable  for  Income 
Tax? — On  the  business  I do  in  America,  yes;  on  the 
business  I do  outside  of  America,  provided  I do  not 
take  the  results  to  America,  no. 

9497.  Assume  you  carried  on  just  exactly  as  Vestey 
Brothers  in  this  country  where  you  have  the  separate 
companies? — Yes. 

9498.  You  would  have  in  America  on  500,000  dollars 
64  per  cent,  to  pay  in  taxation? — I cannot  tell  you 
now,  but  a considerable  amount;  but  on  all  business 
done  outside  America,  provided  I did  not  bring  the 
profits  to  America,  nothing. 

9499.  That  is  provided  you  form  outside  companies? 
— Yes. 

9500.  And  without  any  control? — The  question  of 
control  is  not  raised  in  America.  France  also  abso- 
lutely exempts  everyone. 

9501.  Can  you  leave  all  your  profits  for  an  in- 
definite period,  say,  in  the  Argentine,  for  all  time, 
to  escape  taxation  either  in  America  or  in-  this 
country? — Why  not? 

9502.  Would  you  be  prepared  to  leave  all  your 
capital  in  the  Argentine  rather  than  bring  it  to 
this  country  or  to  America? — I do  not  know  what  I 
might  feel  about  it  in  time,  but  I could  do  if  I 
choose. 

9503.  Are  there  no  Death  Duties  in  the  Argentine? 
Yes,  in  direct  line  about  3 to  5 per  cent. 

9504.  Much  lower  than  here?— Much  lower. 

9505.  You  agree,  however,  that  this  illustration  is 
not  quite  right  from  the  point  of  view  of  the  British 
taxation  if  you  exclude  that  important  fact  of  your 
profit  standard?- -That  is  the  9 per  cent.? 

9506.  Yes? — The  9 per  cent  on  every  £100. 

9507.  On  every  £100  of  what?— Of  capital.  But 
out  of  that  £9,  that  is  the  amount  of  the  standard, 
I have  to  pay  10s.  6d.  in  the  £ Income  Tax. 

9508.  I agree  you  pay  10s.,  if  your  income  is  big 
enough,  even  on  the  £9? — Yes,  and  I also  pay  40 
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pei-  cent,  on  the  balance,  that  is  something  over 
£2,  so  that  it  would  make  a net  difference  in  this 
calculation  of  something  over  £2. 

9509.  I suggest  to  you  that  the  difference  is,  as 
against  your  £28  10s.  about  £39? — No,  1 am  jolly 
well  sure  it  is  not.  I have  slept  with  this  too 
long. 

9510.  But  you  have  not  paid  that  because  you  have 
removed  to  Buenos'  Aires? — Yes,  but  1 know  the 
figures  all  right. 

9511.  Sir  J.  Earmood-Bannar : Where  are  you 

domiciled  at  present — in  this  country? — No,  Buenos 
Aires.  I am  technically  abroad  at  present,  but  I 
came  over  specially  to  appear  before  this  Commission. 
The  present  position  of  affairs  suits  me  admirably. 
I am  abroad;  I pay  nothing.  I am  talking  against 
my  own  interest,  but  I was  born  in  the  good  old 
town  of  Liverpool  and  I want  to  die  in  this  country, 
and  I want  to  come  and  work  here;  that  is  why  1 
am  here.  Really  I am  doing  myself  harm  by  making 
all  these  propositions.  If  I have  got  to  live  abroad 
I am  speaking  against  myself. 

9512.  Did  the  clause  in  the  Act  of  1915,  whereby 
we  brought  fin  the  Chicago  houses,  not  affect  your 
views  of  rthe  situation? — You  never  did  bring  them 
in ; that  is  only  a farce.  I know  that  one  at  least  of 
these  Chicago  houses  pays  on  1 per  cent,  of  their  turn- 
over ; that  is  to  say,  they  have  to  pay  the  Income  Tax 
on  that.  Very  well,  that  is  merely  a farce.  If  you 
will  give  me  that — that  is  all  I want. 

9513.  Are  you  aware  that  that  percentage  is  being 
raised? — Give  me  the  same.  Raise  it  as  much  as  you 
like,  and  give  me  the  same — nothing  more.  Make  it 
2,  3,  4,  5,  10,  20 — it  is  quite  immaterial  to  me  if  mine 
is  the  same,  only  do  not  give  them  one  basis  and  give 
me  a worse. 

9514.  I think  you  will  probably  see  in  the  papers 
that  we  have  had  the  packers  here,  because  they  con- 
sider we  treated  them  badly  by  raising  the  per- 
centage?— Did  you  see  Armour’s  balance  sheet?  Did 
you  see  Swift’s  balance  sheet  in  “ The  Times  ” — a 
profit  of  20  millions  on  these  works?  Do  you  treat 
them  very  badly?  All  that  meat  came  to  England. 

9515.  You  know  I am  a townsman  of  yours.  Is  if 
not  a fact  that  you  made  every  endeavour,  even  to 
interviewing  the  Prime  Minister  and  all  the  authori- 
ties, in  order  to  persuade  them  to  make  such  arrange- 
ments as  to  avoid  your  having  to  leave  this  country? 
—I  did ; I did  everything  I could.  I did  not  want  to 
go,  and  I want  to  come  back.  I want  to  work  in 
this  country,  but  I cannot  if  I am  treated  worse  than 
the  American  Beef  Trust  is  treated  here,  or  worse 
than  any  German  would  be  treated  here.  You  would 
give  to  any  German  what  I am  asking  you  to  give 
to  me,  and  what  I have  been  begging  for  for  4 years. 
You  would  give  it  to  any  German. 

9516.  Mr.  McLintock : How  much  do  you  think  you 
ought  to  pay  in  taxation  to  this  country?— I will  give 
you  £100,000  a year,  beginning  to-morrow,  to  be 
allowed  to  come  and  work  in  this  country. 

9517.  We  cannot  collect  taxation  here  on  that  basis? 
— No,  but  you  wanted  to  know,  and  I will  give  you 
that  much;  but  apart  from  that  I want  whatever  you 
give  to  the  others.  I do  not  care  what  it  is.  Ami  not 
right  in  asking  that  the  American  Trust  should  have 
no  advantage  over  me,  or  that  the  German  should 
have  no  advantage  over  me? 

9518.  Sir  J.  Earmood-Banncr : Is  it  not  the  fact 
that  Petrie’s,  Powell’s,  and  a lot  of  other  firms,  took 
it  very  seriously  into  consideration  as  to  following 
your  example  because  of  the  way  in  which  this  tax  in 
favour  of  the  packers  affected  them?— I believe  they 
did  ; and  another  thing,  when  I left  here  in  1915  I went 
to  a solicitor  in  Chicago  for  advice.  He  said : “ What 
is  the  matter  with  your  people?  You  are  the  third 
Englishman  I have  had  in  here  this  week  on  the  same 
business.”  He  gave  me  the  name  of  one  of  them, 
and  it  was  one  of  the  very  biggest  dron  companies 
in  this  country.  They  had  been  into  that  office  just 
the  day  before  to  form  their  business. into  an  Ameri- 
can business,  or  a foreign  business. 

9519.  Mr.  Kerhj : I am  not  quite  clear,  except  that 
you  have  a very  serious  grievance,  either  as  to  what 
your  grievance  is  or  what  your  proposals  are.  Do  not 
imagine  that  I do  not  appreciate  that  you  have  a 
grievance,  but  I want  to  see  a little  more  clearly  what 
it  is?— My  grievance  is  this,  that  the  American  Beof 


Trust  can  send  their  goods  into  this  country.  They 
have  their  works  alongside  me  in  the  Argentine,  in 
Brazil,  in  China,  and  in  other  countries,  and  even 
in  the  British  Colony  of  Australia.  They  can  send 
the  whole  of  their  products  into  this  country,  and 
on  90  per  cent,  of  them  will  not  pay  a farthing  of  taxa- 
tion because  they  sell  the  goods  i.o.b.  and  on  the  other 
10  per  cent,  you  give  a special  rate,  1 to  1^  per 
cent,  on  the  turnover.  If  1 come  here  1 get  no 
advantage  of  (that  f.o.b.  If  1 make  £100—1  am  not 
bothering  to  a pound  or  two  more  or  less — I have  to 
pay  75  per  cent.,  80  per  cent.,  or  85  per  cent.,  of 
what  1 make;  that  is  my  grievance. 

9520.  There  are  two  things,  and  I think  they  must 
be  distinguished ; one  is  the  amount  of  taxation  that 
you  pay? — No,  not  the  amount. 

9521.  Well,  the  rate  of  taxation  that  you  pay? — Yes. 

9522.  The  other  is  your  comparative  competitive 
position  alongside  the  American  Meat  Trust? — Yes. 

9523.  Let  us  take  the  second  one  first.  Whatever 
your  difficulties  are  comparatively  with  the  American 
Meat  Trust,  you  do  not  contemplate  that  they  will 
prevent  your  earning  a profit? — Not  at  all.  They 
might  in  this  country  if  I stayed  here,  but  I would  not 
try. 

9524.  Of  course,  we  have  to  consider  not  your  feeling 
perhaps  of  quite  natural  irritation? — No,  it  is  not 
irritation ; I do  not  feel  irritated. 

9525.  How  is  it  reflected  on  the  trade  of  the  country 
in  which  you  have  earned  the  profit;  you  have  not  to 
pay  any  income  Tax? — No. 

9526.  So  that  if  the  competition  with  the  American 
Meat  Trust  is  so  severe  that  although  they  make  a 
profit  you  cannot,  you  do  not  suffer  any  hardship  from 
English  taxation  because  you  have  no  profit  to  pay 
upon? — What  I suffer  is,  if  I am  unfortunate  enough 
to  make  £100  in  England,  I pay  £82,  while  the  Ameri- 
can can  make  £100  in  England  and  pay  nothing,  and 
I am  not  going  to  compete  with  a strong  rival  on  that 
basis. 


9527.  What  I am  putting  to  you,  and  I want  you  to 

meet  it  if  I am  wrong,  is,  that  does  not  prevent  you 
trading  at  a profit.  You  do  not  make  such  a big 
profit  as  they  do,  but  unless  your  operations  are  profit- 
producing  you  do  not  pay  Income  Tax?— No.  If  I 

lose  money  I am  on  as  good  a basis  as  they  are. 

9528.  It  is  really  a feeling  of  soreness  that  someone 
else  should  trade  besides  you  in  a similar  business  and 
retain  more  of  the  profit  which  he  makes?— Put  it  that 
way  if  you  like. 

9529.  And  that  is  aggravated  because  he  is  a 
foreigner? — Put  it  that  way. 

9530.  You  do  not  know  what  taxation  he  pays  in 
America? — No.  I am  taking  now  the  Argentine;  I 
know  exactly  what  he  pays,  and  I pay  the  same.  I 
have  my  works  in  the  Argentine,  ;fnd  I pay  the  same 
as  he  pays  in  the  Argentine  plus  the  English  tax;  he 
only  pays  the  Argentine  tax. 

9531.  But  you  are  the  individual  who  is  the  ultimate 
recipient  of  the  profit?— Yes. 

9532.  Because  you  are  a firm? — So  is  Armour. 

9533.  Your  competitor  is  a Trust?— No,  they  work 
under  the  names  of  companies. 

9534.  It  is  a collection  of  companies? — And  they 
work  under  the  names  of  the  companies,  but  they  are 
in  exactly  the  same  position  as  I am. 

9535.  Are  they  not  in  the  corporation? — Just  as  we 
are.  Vestey  Brothers  as  a firm  do  not  work  at  all. 
We  have  the  Anglo  South  American  Meat  Company, 
or  something  of  that  sort,  but  we  own  all  the  shares 
just  as  Armour  owns  all  the  shares. 


9536.  Again,  there  is  a qualification  that  ,was  not 
apparent  here.  Your  real  interest  is  as  a shareholder 
in  a number  of  corporations? — Yes,  put  it  in  that 
way. 


-----  uocti  unierencer — 

Wot  merely  as  a shareholder,  but  the  owner  of  all  the 
shares  in  many  corporations. 

9538.  You  make,  as  I understand,  two  propositions, 
-the  first  is,  that  a foreigner  trading  here  should  be 
put  upon  the  same  basis  as  regards  taxation  as  an 
Englishman  trading  here  and  abroad  ?— No  My  pro- 
position is  that  an  Englishman  should  be  put  upon 
the  same  basis  as  the  foreigner  trading  here. 

9539.  That  is  the  obverse  of  my  proposition  ?— Well, 
1 like  to  put  it  in  that  way,  because  I know  jolly  well 
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they  will  never  tax  the  American  Beef  Trust  as  they 
will  tax  me  if  1 come  here. 

9540.  You  propose  that  as  regards  your  meat  import 
business  you  should  pay  no  more  taxes  than  a foreign 
producer  who  is  sending  meat  here!' — Yes. 

9541.  And  you  suggest  that  if  he  pays  on  turnover 
you  should  pay  on  turnover  too? — Yes. 

9542.  The  simpler  way  if  you  were  going  to  raise 
revenue  in  that  way  is  to  impose  import  duty,  is  it 
not? — That  would  be  too  obvious. 

9543.  It  is  no  good  talking  about  two  things  under 
different  names.  The  tax  on  turnover  is  an  import 
duty  ? — Absolutely ; well,  it  is  not  so  obvious  to  the 
general  public. 

9544.  When  you  have  got  an  import  duty  on  all 
importers  alike  you  propose  that  if  the  Englishman 
has  no  other  business  than  the  importation  business 
he _ should  be  free  from  taxation? — Certainly,  having 
paid  what  the  American  paid  on  the  same  business  he 
should  be  in  the  same  position. 

9545.  But  you  know  that  Income  Tax  is  a tax  on 
individual  income? — Yes,  but  I should  have  already 
paid  it  in  the  other  thing. 

9546.  No,  you  would  pay  because  you  are  a resident 
here.  Are  you  not  to  pay  anything  for  the  advantage 
of  living  here?  I am  testing  your  proposition,  you 
know.  I want  to  see  how  it  works  out? 

9547.  Mr.  May:  With  great  respect,  I should  like 
to  have  an  answer  to  your  question;  it  is  one  that  has 
agitated  me  a good  deal  since  the  witness  has  been 
in  the  chair. 

9548.  Mr.  Kerly : Sir  William  is  going  to  give  me 
an  answer.  I think  he  was  indicating  it  by  gesture, 
but  that  will  not  go  on  the  shorthand  note.  (To  Wit- 
ness) : You  are  prepared,  of  course,  to  pay  Income 

Tax  as  a.  resident  upon  your  income,  are  you  not  ? 

Yes,  I think  I must  say  so. 

9549.  You  do  not  expect  that  we  should  charge 
Income  Tax  as  Income  Tax  upon  the  foreigner  who 

chooses  to  trade  here  amongst  other  places? If  you  do 

not  you  will  soon  not  have  any  of  that  business  to  do, 
because  you  are  going  to  throw  this  market  open  to 
him  and  let  him  send  in  his  goods  and  pay  nothing, 
whereas  I must  pay  82  per  cent. 

9550.  Is  the  only  suggestion  you  can  make  for  get- 
ting out  of  this  difficulty  that  where  we  find  an 
English  resident  has  an  income  derived  from  an  in- 
port business  he  should  be  free  from  Income  Tax?— 
If  you  put  it  in  that  way  it  does  not  sound  right. 

9551.  It  does  not,  does  it? — No. 

9552.  Well,  what  is  the  alternative? — I do  not  know 
what  to  say  about  it  any  more  than  you  do  I daresay. 
You  are  in  very  much  the  same  position. 

9553.  I will  leave  that.  I am  very  much  alive  to 
the  fact  that  there  are  very  grave  difficulties,  and 
I want  to  see  how  far  you  are  helping  us  about  them. 
Let  me  put  another  proposition  to  you.  So  far  I 
have  dealt  with  the  import  part  of  the  business.  You 
suggest  that  it  is  inequitable  that  an  Englishman 
carrying  on  a foreign  business  should  pay  tax  upon 
the  profits  of  that  foreign  business? — Do  you  mean 
between  two  foreign  countries? 

9554.  A wholly  foreign  business  if  you  please.  It 
makes  the  case  no  better  and  no  worse  that  it  is 
between  two  foreign  countries  or  wholly  in  one,  so  we 
can  deal  with  a foreign  business.  Do  you  suggest  that 
if  an  English  resident  derives  an  income  from  a 
foreign  business  he  should  cut  out  of  his  income  for 
income  taxation  purposes  the  whole  income  derived 
from  that  foreign  business? — Putting  it  in  that  way 
of  course  it  will  not  do,  but  if  you  do  not  do  some- 
thing of  that  sort  the  Englishman  will  not  have  any 
foreign  business  because  he  cannot  pay  two  taxes, 
the  taxes  in  the  other  country  where  the  foreigner  is 
and  the  English  tax  also. 

9555.  Now  you  have  introduced  another  element 
altogether.  If  he  pays  a tax  on  the  foreign  business 

in  the  foreign  country  of  origin— ? — He  must  do 

that. 

9556.  Well,  supposing  he  does,  the  American  ex- 
pedient is  to  allow  him  to  deduct  that  tax  from  the 
tax  ho  pays  on  that  portion  of  his  income  in  this 
country? — But  they  have  another  expedient  also. 

9557.  What  is  that? — Provided  that  he  does  not 
bring  the  profits  of  that  business  bo  America  he  does 
not  pay  any  tax  as  we  do  in  this  country. 


9558.  I am  not  sure  that  you  are  right,  but  I will 
hypothetically  accept  that? — I believe  I am  right. 

9559.  I think  you  are  wrong,  but  I may  be  mis- 
taken?— But  I know  in  the  Argentine  there  is  no 
Income  Tax  at  all  so  the  question  does  not  arise. 

9560.  How  far  would  it  relieve  the  situation  if  we 
adopted  the  American  plan  of  allowing  a man  who 
is  taxed  upon  a foreign  business  to  deduct  from  his 
English  tax  the  tax  he  pays  in  the  foreign  country? 
— In  the  case  of  the  Argentine,  which  is  the  principal 
source  of  the  English  frozen  meat  supply,  there  is  no 
Income  Tax,  so  it  would  not  help  in  any  way. 

9561.  In  the  case  of  the  Argentine  the  man  earning 
an  income  there  is  in  exactly  the  same  position  as  the 
man  earning  an  income  in  a factory  in  England. 
He  has  got  an  income  which  is  not  already  taxed 
at  the  source,  and  why  should  he  be  in  a different 
position  from  an  English  resident? — Because  you  put 
the  American  Beef  Trust,  who  send  the  beef  from 
their  factory,  which  is  alongside  the  Englishman’s 
factory,  into  this  country  practically,  and  relieve  him 
from  all  taxation,  and  he  is  the  man  he  has  got  to 
compete  with. 

9562.  I pointed  out  to  you,  and  I thought  you 
agreed  with  me  that  that  is  not  a.  trade  liability, 
because  taxation  only  comes  after  you  have  got  the 
realized  profits? — Of  those  realized  profits  I should 
have  to  surrender  about  81  or  82  per  cent.,  and  the 
American  would  surrender  nothing ; that  is  my 
grievance.  The  business  cannot  exist  on  that  basis. 
It  would  be  carried  on  by  an  Englishman  resident 
in  the  Argentine,  or  by  a foreigner. 

•9563.  Very  well.  Now  I want  to  remind  you  of 
what  you  perhaps  know,  that  there  is  another  difficult 
question  put  to  us:  it  is  said  that  where  foreigners 
invest  capital  here,  foreign  shareholders  in  an  English 
company,  they  should  not  be  charged  any  Income 
Tax  upon  the  money  which  is  produced  here?— If 
you  do  so  I should  go  to  the  Argentine  and  I should 
start  a foreign  company  there,  own  all  the  shares 
myself,  build  a factory  in  England,  and  pay  no 
penny  of  Income  Tax. 

9564.  So  if  we  adopted  both  suggestions  this  poor 
country  would  neither  get  an  income  from  profits 
earned  abroad,  nor  receive  an  income  from  profits 
earned  here?- — I think  if  you  adopted  all  the  sugges- 
tions you  would  have  no  income  whatever;  1 quite 
agree  with  that. 

9565.  Now  let  me  go  to  your  particular  example. 
In  your  first  paragraph  it  looks  rather  appalling.  I 
will  not  say  anything  more  about  the  Excess  Profits 
Duty,  because  Mr.  McLintock  has  dealt  with  that. 
Income  Tax  6s.  and  Super-tax — that  is  an  individual 
tax  depending  upon  the  total  income  of  the  man  who 
is  paying  it? — If  the  man  is  unfortunate  enough  to 
have  an  income  in  excess  of  £2,500  a year. 

9566.  His  misfortune  is  not  to  have  this  particular 
kind  of  income,  but  to  have  so  much  other  income 
as  well? — But  does  it  matter  if  he  has  got  to  pay  it? 

9567.  Does  not  your  whole  objection  on  this  amount 
to  an  objection  to  a graduated  Income  Tax?  Is  not 
your  real  complaint  that  each  source  of  income 
should  be  treated  by  itself,  and  that  nothing  extra 
should  be  levied  upon  the  taxpayer  because  his  total 
incomes  lumped  together  are  larger  than  his  neigh- 
bour’s income? — No,  I never  thought  about  that.  My 
sole  point  is  that  1 should  not  be  called  upon  to  pay 
more  than  the  American  Beef  Trust  pay  upon  the 
business  that  they  do ; that  is  the  point  I stick  to. 

9568.  I am  much  obliged  to  you;  you  have  cleared 
up  my  notions  of  what  you  meant? — That  is  all  I 
want. 

9569.  Your  real  grievance  is  that  whether  it  hurts 
your  pocket  or  not  it  hurts  your  feelings  very  badly 
to  be  trading  alongside  a competitor  who  is  not  taxed 
so  heavily  as  you  are? — I have  no  doubt  it  does;  it 
makes  me  very  cross.  Another  thing,  the  business 
could  not  continue  to  go  on  with  the  handicap  in 
favour  of  the  American. 

9570.  We  are  all  very  much  obliged  to  you,  because 
you  have  done  what  is  so  useful,  you  have  brought  a 
particular  case  before  us,  and-  it  happens  to  be  a 
very  large  one? — I may  just  add  this,  that  there  are 
from  3,000  to  5,000  men  out  of  employment  because 
I am  not  working  in  this  country. 
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Revenue),  called 

The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

9571.  (1)  My  official  experience  extends  over 
twenty-three  years,  of  which  all  but  about  a year 
were  spent  in  the  Inland  Revenue  Department.  In 
the  Tax  Surveying  service,  I was  for  eight  years  in 
districts,  for  three  upon  the  Head  Office  travelling 
staff,  visiting  for  longer  or  shorter  periods  a large 
number  of  districts,  and  for  three  years  at  the  Head 
Office  as  private  secretary  to  the  Chief  Inspector. 
After  being  appointed  a Surveyor  in  the  City  of 
London  I was  transferred  to  the  Secretariat,  where  I 
remained  for  nearly  five  years,  becoming  Assistant 
Secretary  in  1916.  On  the  academic  6ide  of  taxation 
questions  I have  been  writing  for  about  ten  years. 

9572.  (2)  In  regard  to  the  various  subjects  upon 
which  it  has  been  suggested  I should  give  evidence, 

I have  rather  assumed  that  the  Commission  have 
already  had  before  them  in  extenso  the  various  argu- 
ments and  facts,  and  that  I may,  to  avoid  repetition, 
confine  my  evidence-in-chief  to  a rather  brief  state- 
ment of  conclusions  or  views  under  each  head.  If 
necessary,  I am  quite  willing  to  write  at  greater 
length,  but  in  the  last  few  weeks  pressure  of  business 
has  curtailed  my  opportunity  and  leisure. 

Double  Income  Tax  and  “ control .” 

9573.  (3)  In  a world  in  which  there  are  no  vested 
national  interests,  where  perfect  reciprocity  reigns, 
and  where  an  Income  Tax  similar  in  character  exists 
in  each  country,  I imagine  that  its  distribution  might 
be  ruled  according  to  the  following  principles. 

The  tax  that  a man  is  called  upon  to  pay  to  the 
State  may  be  said  to  be  divisible  into  two  parts,  that 
which  is  due  for  the  specific  protection  and  main- 
tenance of  particular  sources  of  income,  and  that 
which  is  due  for  the  privileges  which  the  citizen  him- 
self enjoys  in  his  person  and  residence.  I think  no 
one  would  contend  that  the  Australian  Government 
has  no  right  to  make  any  charge  in  respect  of  a farm 
there  merely  because  its  net  produce  goes  to  an 
English  resident;  similarly,  no  one  would  admit  that 
the  English  resident  should  be  free  from  all  obliga- 
tion to  the  British  Government  merely  because  his 
income  is  derived  from  abroad.  It  is  often  service- 
able to  remember  that  our  Income  Tax  is  a combina- 
tion of  these  two  separate  taxes,  and  the  Commission 
may  recall  that  the  confusion  that  has  arisen  in  the 
past  on  the  subject  of  the  taxable  capacity  of  Ireland 
had  its  origin  in  the  failure  to  distinguish  these 
elements.  It  would  seem  to  me  that  the  origin  tax, 
taken  separately,  might  fairly  be  levied  on  the  benefit 
principle,  and  be  a flat  rate,  i.e.,  proportionate  to  the 
magnitude  of  the  interests  protected — a sort  of  fee 
or  charge.  The  Australian  Government  would  charge 
the  same  amount  for  their  services  to  the  farm, 
whether  the  English  resident  were  a millionaire  or  a 
poorer  man.  There  are,  of  course,  considerations 
which  would  make  the  rate  of  the  tax  diminish 
with  increasing  magnitude  in  the  object  protected, 
hut  I think,  on  the  whole,  they  are  not  important. 
The  resident’s  tax.  however,  must  necessarily  be 
according  to  ability,  and  therefore,  in  my  judgment, 
progressive.  Speaking  generally  upon  incomes  of 
considerable  amount,  it  would  be  much  the  larger 
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tax.  Where  origin  and  residence  are  in  the  same 
country,  we  can  well  afford  to  blend  the  two  into  one 
composite  tax,  and  even  admit  the  principle  of  degres- 
sion, remitting  part  of  the  fee,  applicable  to  origin, 
chargeable  upon  poorer  people.  As  soon}  however,  as 
origin  and  residence  are  distinct,  there  would  appear 
to  be  no  theoretical  reason  why  the  distinction  should 
not  make  itself  effective.  In  the  application  of  this 
principle,  therefore,  each  country  would  charge  a com- 
bined tax  upon  its  residents  for  their  income  derived 
within  the  country,  a resident’s  tax  for  the  income 
derived  from  abroad,  and  an  origin  tax  for  all  income 
going  out,  the  net  result  being  that  there  would,  apart 
from  slight  differences  in  rates,  be  no  problem  of 
double  taxation. 

9574.  (4)  The  full  application  of  such  a principle  in 
present  circumstances  is,  of  course,  impossible. 

(1)  There  is  no  general  reciprocity  likely,  and  the 

tax  systems  and  principles  of  different 
countries  are  very  various. 

(2)  A piecemeal  system  admitting  the  principle, 

would  be  very  difficult,  because  in  relation 
to  each  of  the  countries  considered,  we  are 
either  a debtor  or  a creditor  nation.  The 
nations  who  stood  to  gain  by  it  would  come 
in  with  us,  and  those  who  stood  to  lose 
would  stand  aloof.  Moreover,  the  practioal 
difficulties  on  accounts  of  a piecemeal 
system  would  be  enormous,  as  the  trade 
carried  on  by  various  businesses  does  not 
fall  conveniently  and  separately  into 
different  countries,  and  is  very  often 
merged  and  indistinguishable. 

(3)  The  amount  of  revenue  to  be  given  up  by 

this  country  would  be  very  large,  and  con- 
formity to  a mere  abstract  conception 
would  be  too  dearly  purchased. 

There  are,  however,  some  instances  in  which  a recog- 
nition of  the  principle  enables  us  to  choose  between 
two  alternative  schemes,  e.g.,  on  the  difficult  question 
of  “ control.”  In  the  case  of  a concern  with 
manufacture  abroad  and  head  office,  finance 
and  control  in  London,  we  may  be  faced  with 
the  alternatives : (a)  a charge  upon  the  whole  profits, 
less  the  proportion  earned  abroad  paid  by  way  of 
dividends  to  foreign  shareholders,  or.  _ (6)  a charge 
upon  the  whole  profits  earned  in  the  United  Kingdom, 
together  with  a charge  on  the  remaining  profits,  so 
far  as  applicable  to  shareholders  abroad,  of  some 
nominal  or  reduced  rate,  say  Is.  6d.  or  2s.,  with  a full 
charge  upon  the  remainder.  These  are  only  two  of 
many  possible  alternatives. 

Clearly,  if  our  abstract  principle  allowed  us  to  gdvo 
up  the  origin  tax  where  the  manufacture  and  control 
are  both  abroad,  we  might  be  justified  in  making  a 
charge  where  those  features,  instead  of  being  joint, 
were  divided,  i.e.,  by  imposing  half  the  benefit  or 
origin  tax  where  one  half  of  the  origin  is  in  this 
country.  Such  a line  of  argument  would  lead  to  the 
view  that  there  was  nothing  repugnant  in  principle 
to  a charge  where  a Qoncern  is  being  directed  and 
managed  from  London,  even  though  in  all  other  re- 
spects it  were  abroad,  and  every  shareholder  were 
resident  abroad. 
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9575.  (5)  Having  regard  to  all  the  circumstances,  I 
do  not  think  this  country  is  called  upon  for  any  closer 
approach  to  theoretical  justice  or  greater  modifica- 
tion of  the  doctrine  of  “control,”  than  a recognition 
of  the  distinct  position  of  foreign  shareholders  in  res- 
pect to  profits  earned  abroad.  Of  course,  all  differen- 
tial exemption,  like  differential  taxation,  tends  to 
defeat  itself,  and  be  a complete  burden  or  a complete 
bonus  to  the  people  in  possession  at  the  moment  of 
change,  for  the  differential  element  tends  to  be  amor- 
tised or  “ bought  out  ” at  the  first  market  sale.  Sales 
so  recent  as  to  be  within  the  recent  rapid  rise  in  the 
tax  rate  would  not,  however,  form  a very  large  part  of 
the  total  holding,  and  so  the  majority  of  present 
holders  would  have  held  from  the  time  when  rates 
were  low — indeed,  low  enough  not  to  be  very  generally 
or  consciously  allowed  for  in  market  prices.  These 
holders  would  not  be  given  a bonus  by  some  remission, 
but  merely  be  protected  from  the  now  threatened 
curtailment  of  their  sale  values  which  recent  heavy 
taxation  may  have  set  up.  No  doubt  certain  economic 
tendencies  in  regard  to  the  distribution  of  capital 
would  be  set  in  motion,  but  I doubt  if  they  are 
sufficiently  important  to  interfere  with  the  grant  of 
general  relief,  or  of  a character  to  be  properly  dealt 
with  by  way  of  taxation  rules  or  law. 

9576.  (6)  It  is  obvious  that  relief  on  the  foregoing 
lines  in  regard  to  the  doctrine  of  control  would  be  a 
little  towards  the  problem  of  double  taxation,  and 
cover  part  of  the  field,  for  the  dividends  referred  to 
would  really  fall  under  the  weight  of  only  one  system 
of  taxation  instead  of  two,  as  now.  But  for  the  resi- 
dents in  this  country  the  problem  remains  to  be 
solved.  Here  again,  pending  fuller  reciprocity  be- 
tween Governments,  and  as  a present  expedient,  a 
full  approach  to  the  academic  solution  is  inadvisable, 
and  a solution  on  the  lines  of  that  proposed  for  Excess 
Profits  Duty  (viz.,  the  payment  of  a total  sum  not 
exceeding  the  higher  of  the  two  taxes)  is  the  best  that 
can  be  given.  This  should  be  confined  to  British 
Colonies,  at  any  rate  at  the  outset. 

9577.  (7)  Both  the  foregoing  raise  practical 
problems  of  administration  of  great  complexity,  which 
cannot  be  avoided  whatever  solution  is  proposed  upon 
these  lines.  No  doubt  these  difficulties  will  be 
elaborated  in  the  official  evidence.  One  does  not  wish 
to  take  a non-possumus  attitude,  but  it  may  well  be 
found  in  practice,  if  the  Exchequer  is  to  be  properly 
protected  against  abuse,  that  some  of  the  difficulties 
raised  are  insuperable,  without  short-cuts  and  con- 
ventional standards. 

Agency. 

9578.  (8)  The  question  as  to  the  point  at  which 
commercial  transactions  with  persons  abroad  really 
constitute  a proper  subject  for  taxation  here,  under 
the  form  of  an  Income  Tax,  is  essentially  one  of 
degree.  We  have  an  almost  unbroken  graduated 
series,  viz.,  the  regular  recognized  agent  established 
here,  Avith  full  powers  to  act;  a similar  agent  with 
more  limited  powers  (inability  to  accept  orders 
finally  or  to  receive  payment) ; more  casual  or  general 
agents ; trading  through  brokers  and  travellers  in 
the  United  Kingdom;  regular  advertising  in  the 
United  Kingdom,  but  orders  received  by  the  firm 
abroad , doAvn  finally  to  the  case  where  the  British 
buyer  is  not  the  person  sought  but  the  seeker,  and 
the  goods  come  into  the  country  as  the  result  of 
British  buyers  seeing  foreign  advertisements  and 
buying  direct.  All  through  there  is  an  element  of 
competition  with  British  selling  houses,  and,  there- 
fore, the  cry  can  be  raised  that  exemption  of  such 
transactions  from  a high  Income  Tax  confers  a favour 
upon  the  foreign  seller.  And,  in  deciding  the  point 
at  Avhich  the  application  of  taxation  should  stop, 
whether  in  principle  or  in  practice,  there  is  ahvays  a 
point  just  beyond  at  Avhich  the  circumstances  appear 
so  similar  that  any  differential  treatment  seems  liard 
to  justify.  If  a single  recognized  agent  entails 
liability,  then  why  not  business  done  through  several 
brokers?  If  trade  advertisements  by  means  of  a 
travelling  representative  (all  orders  being  sent 
abroad)  then  Avliy  not  trade  advertisement  by  means 
of  the  more  silent  but  no  less  effective  persuasion 
of  the  printed  page? 


To  fix  any  particular  point,  or  set  of  conditions,  at 
Avhich  taxation  begins  is,  it  is  alleged,  to  give  an 
impetus  to  a form  of  trade  which  is  closely  allied  to, 
but  just  outside  those  conditions. 

To  the  objection  that  in  practice  as  soon  as  one 
gets  away  from  a recognized  agent  there  is  no  ready 
means  of  computing  profit,  it  is  answered  that  a 
conventional  profit  of  x per  cent,  on  the  sales  may 
be  assumed.  It  is  also  urged  that  the  import  should 
not  be  allowed  without  some  person  being  nominated 
who  can  be  treated  as  an  agent  by  the  Revenue  for 
the  purpose  of  dealing  with  the  Income  Tax  question. 

Against  this  it  is  stated  that  at  this  stage  the 
so-called  Income  Tax  becomes  very  little  different 
from  a protective  import  duty. 

9579.  (9)  My  views  on  this  issue  are  on  the  follow- 
ing lines.  If  a brewer  is  taxable  to  Income  Tax  upon 
his  “ profits  ” it  is  pretty  certain  that  the  incidence 
of  the  tax  is  upon  him,  and  is  not  shifted  to  the 
consumer.  The  “ marginal  ” brewer  who  can  only 
just  keep  going  at  the  current  price  of  beer  (or  the 
“ marginal  ” pint  which  a profit-making  brewer 
finds  it  only  just  pays  him  to  sell)  bears  no  Income 
Tax.  The  tax  does  not  perform  any  function  in 
determining  price,  though  it  may  be  payable  out  of 
receipts,  and,  in  ordinary  circumstances,  it  is  not 
shifted.  But  if  a tax  is  imposed  upon  the  beer  per 
barrel,  it  does  enter  into  and  form  part  of  price — 
it  is  in  the  cost  of  production  to  the  “ marginal  ” 
brewer,  and  in  the  “ marginal  ” pint,  and  it  is 
shifted  to  the  consumer  (subject  always  to  the 
elasticity  of  demand  and  the  altered  quantity  of 
total  trade  that  may  result).  So  if  the  profits  of 
foreign  traders  here  are  determined  upon  ordinary 
profit  lines,  I believe  that,  over  a large  part  of  the 
field,  the  foreigner  can  be  taxed.  There  is  the  least 
successful  foreigner  who,  though  making  considerable 
sales  here,  is  not  chargeable  because  his  profits  are 
nil,  and  moreover  successful  ones  may  have  margins 
beyond  which  their  sales  would  be  unprofitable.  But 
if  practical  difficulties  are  such  that  you  are  driven 
away  from  the  ascertainment  of  actual  profits,  to 
use  conventions  ( x per  cent,  on  sales,  &c.)  you  have 
a tax  which  applies  to  marginal  sales  and  sellers  like 
a beer  duty,  which  is  much  more  likely  to  enter 
into  price. 

In  short,  when  in  practice  we  are  driven  away 
from  profits  to  turnover  for  Income  Tax,  we  approach 
the  character  of  an  import  duty,,  and  our  Income  Tax 
will  have  a similar  incidence.  In  my  view  the 
general  incidence  of  import  duties  is  upon  con- 
sumers, and  I say  this,  of  course,  without  attempting 
to  pass  judgment  here  upon  the  whole  question  of 
policy  involved  in  such  duties,  and  without  making 
any  implications  for  or  against  them  as  a whole. 

9580.  (10)  In  practice,  therefore,  I consider  that 
section  31  of  the  Finance  (No.  2)  Act,  1915  (Income 
Tax  Act,  1918,  General  Rules  8),  taxing  by  reference 
to  a flat  percentage  of  turnover,  where  profits  cannot 
readily  be  ascertained,  goes  to  the  very  limit  at 
Avhich  the-  economic  character  of  an  Income  Tax  can 
be  said  to  be  preserved.  This  is  the  more  positive 
according  co  the  extent  to  which,  in  applying  the 
section  in  question,  the  practice  of  Commissioners 
tends  to  the  adoption  of  a common  percentage  for  a 
whole  trade,  rather  than  of  a specific  percentage  for 
a particular  assessment. 

A simple  Income  Tax. 

9581.  (11)  It  may  not  be  out  of  plane  at  this  point 

to  register  a deliberate  opinion  that  the  clamour  for 
a simple  Income  Tax,  which  he  who  runs  may  read, 
is  an  absurd  one.  In  many  particulars,  not 

ahvays  the  most  important,  the  existing  chaos 
of  rules  can  indeed  be  greatly  simplified,  but 
if  the  tax  is  to  be  so  highly  subjective  as  to 
reflect  every  slight  difference  in  ability,  on  grounds 
of  aggregate  amount  of  income,  marital  condition, 
family  responsibility,  character  of  income,  elements  of 
capital,  origin  and  source  of  profits,  and  all  the  other 
differentia  which  are  now  urged,  then,  unless  it  is  to 
bo  reduced  to  the  status  of  a voluntary  offering,  it 
must  be  a complicated  system. 
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The  United  States  had  a full  opportunity  to  get  a 
simple  system,  having  no  previous  commitments,  and 
the  great  advantage  of  a prolonged  study  of  other 
nations.  Within  a few  months  there  were  widespread 
complaints  that  that  law  and  system  were  “ irritat- 
ingly incomprehensible.”  In  1915  I was  prompted 
to  write,  “ There-  is  the  usual  failure  to  see  that 
modern  life  and  modern  commerce  are  so  complex  and 
diversified  that  to  expect  a tax  form  which  shall  read 
like  a pill  advertisement  on  the  railway,  and  yet  close 
down  upon  every  case,  is  asking  for  the  moon.”  It  is 
almost  pathetic  to  see  how  reformers  propose  smooth 
graduations  and  curves  based  upon  formulas  as  a part 
of  their  contribution  towards  “ simplifying  ” the  tax. 

Taxation  at  the  source. 

9582.  (12)  Any  advantage  which  these  curves  may 
confer  can  be  more  readily  obtained  if  we  are 
prepared  to  pay  a special  price,  and  that 
price  is  the  abandonment  of  ‘‘taxation  at 
the  source.”  I do  not  think  that  this1  principle 
can  safely  be  abandoned  until  the  social  or  com- 
mercial conscience  is  much  more  highly  developed,  and 
until  men  generally  are  prepared  to  be  more  careful 
and  exact  in  regard  to  their  personal  financial  affairs. 
In  the  Economic  Journal  of  September,  1918,  I showed 
that  a very  great  gap  exists  between  the  income 
belonging  to  individuals  taxed  at  the  source  and  the 
aggregate  incomes  shown  on  Super-tax  and  other  in- 
dividual statements  of  total  income.  I believe  that 
even  the  latter  aggregate  would  rapidly  diminish  if 
it  were  not  to  a great  extent  “ held  up  ” by  the  know- 
ledge that  the  other  principle  exists. 

(1)  It  is  difficult  for  a man  to  justify  the  omission 

of  an  item  on  his  personal  return  on  the 
plea  that  he  “ didn’t  think  it  was  charge- 
able as  income,”  if  it  came  to  him  with  tax 
deducted. 

(2)  He  is  less  likely  to  risk  omission  of  any  items 

if  they  have  already  been  the  subject  of 
some  record  by  the  authorities. 

(3)  There  is  less  risk  of  collusion  when  the  person 

passing  on  an  item  of  income  will  have  to 
bear  the  tax  thereon  finally  if  he  doesn’t 
deduct  it. 

(4)  Under  the  present  system,  unless  a man 

happens  to  be  at  a limit  of  income  where 
the  rate  changes,  and  if  his  liability  is  at 
less  than  the  standard  rate,  it  is  now  posi- 
tively to  his  interest  not  to  omit  any  divi- 
dends, &c.,  from  his  personal  statement, 
and  therein  he  would  not  secure  the  neces- 
sary remission  of  the  difference  in  tax. 
-With  no  taxation  at  the  source,  and  with 
a smooth  graduation,  a defective  memory  is 
doubly  endowed:  first,  by  the  tax  on  the 
item  omitted,  and,  secondly,  by  the  reduced 
rate  on  the  income  shown. 

(5)  The  collection  of  income  at  points  of  dispersion 

just  short  of  the  individual  recipient  ( i.e ., 
reserves  of  companies,  &c.)  will  be  en- 
couraged to  an  indefinite  extent. 

I do  not  believe  that  even  a perfectly  organised 
system  of  “ information  at  the  source  ” would  be  a 
satisfactory  substitute,  and  it  would  add  greatly  to 
the  responsibilities  and  duties  of  taxpayers  generally 
9583.  (13)  It  is  not  actually  impossible,  however, 
to  have  a smooth  graduation,  while  retaining  taxa- 
tion at  the  source.  For  the  practical  application  of  a 
curve,  in  which  the  rate  on  (the  whole  income  alters 
with  every  change  in  the  -amount  of  that  income,  it 
is  necessary  that  each  individual  shall  be  entitled  to 
render  a single  comprehensive  tax  return  for  a year, 
on  which  his  net  liability  as  a whole  should  be  deter- 
mined. This  must  clearly  be  “ after  the  event,”  or 
variable  dividends,  void  allowances  for  premises  and 
other  uncertainties  will  affect  the  result.  This  might 
be  given  effect  to  as  follows : — 

(1)  The  income  for  taxation  for  the  year  1920-21 
might  be  the  actual  realized  income  of  the 
year  1919-20.  The  net  amount  due  on  the 
scale  would  be  payable,  less  any  actual  tax 


deducted  at  the  source  from  dividends, 
ground  rents,  <ftc.,  in  1919-20.  The  public 
would  have  to  be  educated  to  regard  the 
tax  being  deducted  from  dividends,  <ftc., 
during  1920-21,  as  nothing  to  do  with  the 
actual  tax  liability  of  1920-21,  but  as  pay- 
ments on  account  of  the  liability  for 
1921-22.  This  would  doubtless  be  a diffi- 
cult idea  to  get  accepted. 

(2)  The  income  for  taxation  for  the  year  1920-21 

might  be  the  actual  realized  income  of  the 
year  1920-21,  and  the  direct  tax  for 
1920—21  not  be  actually  due  and  payable 
until  after  the  end  of  the  year  1920-21. 
When  the  net  sum  payable  on  the  whole 
amount  was  computed,  the  difference  be- 
tween it  and  (the  actual  deductions  at  the 
standard  rate  during  the  year  would  be 
payable  or  repayable  as  the  case  might  be. 
This,  once  started,  might  follow  on  satis- 
factorily year  by  year,  but  the  difficulty  is 
to  start  it  without  loss  to  the  Revenue 
through  a year’s  delay  in  revenue  collect- 
ing. Some  temporary  expedient  might  be 
found  for  bridging  the  gap  between  the 
two  systems,  or  there  might  frankly  be 
two  nominal  tax  liabilities  for  1920-21  at 
an  interval  of  a year. 

(3)  A third  method  to  avoid  the  difficulties  in  the 

foregoing  would  be  to  make  a provisional 
assessment  for  1920-21  on  the  1919-20 
actual  income,  to  be  revised  by  repayment 
or  additional  assessment  after  the  end  of 
1920—21  when  the  actual  income  is  known. 
There  would  be  thus  a main  payment  at 
the  usual  time,  and  an  adjusting  payment 
or  repayment  some  months  later  (which  in 
practice  might  be  an  addition  to  or  deduc- 
tion from  the  following  year’s  provisional 
assessment,  which  would  ' be  based  on  the 
same  figures  as  the  adjustment). 

All  of  these  expedients  involve  far  reaching  modi- 
fications in  the  powers  and  methods  of  making  assess- 
ments. But  T know  of  no  other  way  in  which  smooth 
graduation,  the  merging  of  Super-tax  into  -the  Income 
Tax,  and  taxation  at  the  source  could  be  achieved 
together. 

Husband  and  wife. 

9584.  (14)  1 think  that  the  proposition  that  a 
married  couple  living  together  should  be  treated 
separately  for  taxation  is  not  reconcilable  with  a 
just  view  of  the  principle  of  ability.  So  long 
as  cohabitation  and  a common  menage  are  the 
general  mode  of  social  life  in  this  country  they  must 
dominate  the  taxing  conception  for  all.  If  and  when 
other  modes  supervene,  it  may  be  fair  that  the  taxa- 
tion principle  shall  be  altered.  For  a married  man 
with  £1,000  a year  the  “sacrifice”  in  taxation  falls 
equally  upon  his  wife  in  most  households,  viz.,  a sacri- 
fice of  £75  each.  If  they  have  £500  each  there  is  no 
such  difference  in  their  “ability  to  pay”  as  to 
justify  a sacrifice  of  only  £45  each. 

Except  for  obvious  difficulties,  the  law,  to  be 
strictly  equitable,  ought  to  treat  as  joint  incomes  tho 
incomes  of  all  married  couples,  and  also  of  all  couples 
who  are  living  together  as  though  they  were  married. 

It  is  a pity  that  it  is  not,  at  any  rate,  competent  in 
law,  even  if  it  were  not  often  done,  to  charge  an  un- 
married couple  together  on  the  principle  of  ability. 

Tt  could  then  no  longer  be  alleged  that  the  Income 
Tax  is  a bar  to  marriage,  a premium  on  immorality, 
and  so  forth. 

Allowance  for  wife. 

9585.  (15)  We  are  led  to  rather  different  conclu- 
sions as  to  the  principle  of  this  allowance  accord- 
ing to  whether  we  fix  our  attention  primarily  upon 
comparative  ability  at  the  same  stage  of  income 
or  on  consistency  at  different  stages.'  Should  we, 
on  the  prinoiple  of  ability,  try  to  give  such  a 
wife  allowance  ” to  a man  with  an  income  of 
£1,000  as  will  afford  him  the  same  marginal  relief, 
the  same  relief  from  hardship,  as  the  allowance  to  an 
income  of  £300  affords?  Or  should  we  think  only  oi 
two  incomes  of  £1,000,  one  to  a bachelor  and  one  to  a 
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married  couple,  and  give  such  an  allowance  to  the 
latter  as  will  equate  the  sacrifice  on  the  principle  of 
ability  to  pay? 

If  the  tax  upon  an  income  of  £1,000  is  x times 
that  upon  £300  when  both  belong  to  bachelors  or 
widowers  one  is  tempted  to  say  that  the  same  ratio 
should  obtain  between  the  tax  upon  two  such  incomes 
belonging  to  married  couples.  This,  of  course,  is  not 
quite  the  same  as  saying  that  a definite  proportion  of 
the  income  should  be  allowed.  For  example,  let  the 
progression  be  such  that  a net  taxable  income  of  £200 
pays  2s. ; of  £300,  2s.  3d. ; of  £600,  3s. ; of  £900,  3s.  9d. ; 
and  of  £1,000,  is.  Then  the  bachelor  pays  £33  15s. 
and  £200  respectively  (or  as  1 : 5-92),  and  if  the  wife’s 
allowance  were  one-third  the  taxable  incomes  for  the 
others  it  would  be  £200  and  £666  respectively,  being  at 
2s.  and  3s.  2d.,  £20  tax  and  £100  9s.  tax,  or  as 
1 : 5-045.  The  way  in  Avhich  the  similar  ratios  would  be 
secured  would  be  to  find  the  rate  on  the  gross  incomes, 
and  deduct  an  amount  equal  to  that  rate  of  duty  upon 
the  proportionate  part  of  income.  Thus  on  the  above 
figures  the  married  couples  would  pay  respectively 
(£300-100)  at  2s.  3d.  = £22  10s.  tax,  and  (£1,000-333) 
at  4s.  = £133  Is.  3d.  tax,  or  as  1 : 5-92  again. 

9586.  (16)  Rival  principles  would  indicate — 

(1 1 that  it  is  unsound  and  undemocratic  to  give  a 
greater  relief  in  amount  of  duty  remitted 
to  the  higher  incomes,  i.e.,  that  if  the  dif- 
ference between  the  bachelor’s  and  the 
married  man’s  Income  Tax  at  £300  is,  say, 
£6,  the  difference  in  duty  at  higher  stages 
of  income  should  never  be  greater  than  £6. 

(2)  that  it  is  wrong  to  give  a greater  relief  in  the 
amount  of  income  deducted  from  the  higher 
incomes  on  account  of  a wife— obviously  the 
same  amount  of  income  will  be  represented 
by  a larger  allowance  of  duty  on  a progres- 
sive tax. 

In  both  cases  it  may  be  alleged  that  the  rich  man’s 
wife  is  being  treated  as  if  she  were  “ worth  more  ” 
than  the  poor  man’s. 

If  the  non-allowance  of  a larger  amount  of  income 
at  higher  levels  seems  to  lead  to  inadequate  distinc- 
tion being  made  at  that  level  between  bachelors  and 
married  men,  still  more  so  does  the  limitation  of  duty. 
A difference  of  £5  when  the  bachelor  is  paying  £300 
in  tax  appears  a paltry  recognition  of  the  difference 
in  “ ability,”  which  we  should  never  dream  of  regard- 
ing as  sufficient  if  we  were  looking  only  at  that  level 
of  income,  and  not  to  the  democratic  principle  and  the 
lower  incomes. 

9587.  (17)  I incline  to  the  view : — 

(1)  that  the  “ wife’s  allowance  ” must  be  re- 

garded at  the  lowest  stage  as  a second 
“ minimum  of  subsistence,”  i.e.,  that  if 
£130  is  the  exemption  limit,  a second  sum 
nearly  equal  thereto,  or,  say,  £100,  should 
be  added  thereto  for  a wife,  the  tax  on  a 
married  couple  beginning  at  £230  (a  point 
at  which  the  single  man’s  tax  is,  say,  £5). 

(2)  Further,  that  despite  the  progressive  allow- 

ance in  duty,  £100  should  continue  to  be 
deducted  from  higher  incomes,  but  from 
them  at  the  top  of  the  scale  and  not  the 
bottom  (i.e.,  not  by  a constant  duty  of  £5). 
and  that  the  duty  allowance  on  the  £T00 
should  be  at  the  rate  applicable  to  the  gross 
income.  In  this  way  the  allowance  would 
not  serve  to  reduce  the  rate  of  tax  upon  the 
whole  of  the  remaining  taxable  income.  As 
the  allowance  in  duty  will  never  exceed 
£100,  even  on  the  highest  levels,  and  is  a 
continually  diminishing  proportion  of  the 
whole,  I see  no  objection  in  theory  to  it 
going  right  up  the  scale,  but  as  in  prac- 
tice on  incomes  of  three  or  four  thousand, 
it  would  be  so  small  a proportion  of  the 
duty  as  to  be  treated  as  negligible,  it  might 
smooth  off  into  the  main  curve  of  gradua- 
tion. 

Wasting  assets  and  depreciation. 

_ 9588.  (18)  The  subject  of  wasting  assets  is  essen- 
tially one  that  must  be  seen  clearlv  in  its  theoretical 
aspects  (on  pure  economic  principles)  before  the  mind 


is  prejudiced  by  commercial  appearances.  When  the 
abstract  situation  is  realized,  the  extent  to  which  it 
has  to  be  modified  by  the  frictional  elements  and  the 
approximations  of  real  life  may  be  separately  deter- 
mined. Then  still  further  modifications  may  come  in 
for  the  practical  aspects  of  taxation.  The  probability 
is  that  a considerable  part  of  the  original  abstract 
conclusion  will  remain,  though  some  of  its  sharper 
edges  may  be  removed,  and  part  of  its  weight  may 
be  shifted. 

Mineral  properties: 

9589.  (19)  As  regards  the  principal  case  of  the 
mineral  asset,  I may  perhaps  be  allowed  to  annex 
extracts  from  my  critical  reviews  of  works  by  a wit- 
ness before  the  Commission,  Mr.  P.  D.  Leake,  which 
I reproduce  from  the  Economic  Journal.  Though,  as 
might  be  excused  in  the  earliest  published  presenta- 
tions of  an  argument,  they  omit  all  but  broad  con- 
siderations, they  still  represent  substantially  my 
views. 

As  regards  the  corpus  in  mines  in  this  country,  I 
think  no  allowance  should  be  made.  As  regards 
mines  abroad,  the  considerations  are  more  difficult. 
Where  foreign  competing  capital  is  not  active,  we 
probably  achieve  at  the  present  time  a certain  degree 
of  shifted  taxation  upon  original  sellers  of  the  asset 
who  are  really  outside  our  proper  tax  scope,  and  whom 
it  is  not  very  fair  to  charge.  But  where  the  foreign 
capitalist,  not  having  to  discount  the  special  burden, 
is  active,  the  price  is  sustained  to  some  extent,  and 
the  special  burden  is  diffused  partly  upon  the  vendor, 
partly  upon  the  mineral  worker,  and  to  some  extent, 
perhaps,  on  the  consumer,  in  the  world  price. 

9590.  (20)  Where  practical  considerations  have  to 
be  superimposed  upon  the  theoretical  argument,  I 
am  brought  to  doubt  whether  there  should  be  any 
change  in  the  status  quo  as  regards  allowances  for  the 
foreign  mineral  itself.  The  disentangling  of  financial 
interests  and  the  ascertainment  of  reliable  details  for 
estimating  “ life  ” in  particular  cases,  make  it  ex- 
tremely improbable  that  proper  allowances  could  be 
made  in  practice,  though,  of  course,  a specially  con- 
stituted tribunal  might  handle  the  matter  more 
satisfactorily.  My  experience  with  the  Board  of 
Referees’  work  for  Excess  Profits* Duty  encourages  me 
to  think  that  rough  justice  might  be  possible  for 
foreign  mines  for  classes  or  sub-classes,  and  a general 
average  sinking-fund  allowance  for  each  sub-class 
(subject  to  quinquennial  revision)  might  be  a broad 
solution.  In  any  case  I should  treat  a “ life  ” of 
35  years  as  “ normal,”  and  only  allow  for  other  cases 
to  the  extent  to  which  the  average  expectation  of  life 
falls  short.  The  amount  to  be  amortised  would  be 
confined  to  the  sum  paid  by  the  first  person  in  the 
chain  of  vendors  who  came  properly  under  British 
Income  Tax.  The  complications  are  many,  and  it  will 
be  a difficult  thing  to  work  satisfactorily  in  practice. 
In  any  case  allowances  should  be  restricted  to  the 
businesses  which  themselves  make  the  reserve  in 
question. 

Extract  from  Economic  Journal,  March,  1910. 

Wasting  Assets  and  the  Income  Tax. 

9591.  (21)  The  recent  contribution  to  this  subject 
by  Mr.  P.  D.  Leake,  F.C.A.  (‘Income  Tax  on 
Capital,’  Gee  & Co.),  in  a plea  for  reform  in  the 
official  method  of  computing  taxable  profits,  expresses 
in  many  of  its  contentions  what  must  be  the  opinion 
of  the  majority  of  those  who  consider  the  time  has 
arrived  for  a revision  of  the  Income  Tax  system.  . . . 

9592.  “ The  position  of  mineral  properties  as  wasting 
assets  unfairly  treated  by  the  tax  is  worthy  of  further 
consideration.  Mr.  Leake  founds  his  argument  upon 
the  case  of  a mine  purchased  outright,  probably 
because  it  most  clearly  shows  the  subject  of  criticism. 
But  such  a case  is  not  by  any  means  the  universal 
one,  and  an  examination  of  other  cases  is  essential. 
A landowner,  having  discovered  minerals,  wishes  to 
profit  by  them.  He  has,  broadly,  three  courses  open 
to  him  : — (a)  To  work  them  himself,  and  by  their  pro- 
duce to  realise  their  ‘ original  value  ’ — adopting  for 
a moment  terms  to  suit  the  idea  embodied  in  the  pro- 
posed reform — plus  ‘ profits  ’ (or  remuneration  for 
management,  enterprise,  and  capital  invested),  (b) 
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To  lease  them  and  receive  the  1 original  value  ’ by 
royalties  and  dead  rent,  leaving  ‘ profits  ’ to  the 
lessee,  (c)  To  sell  tho  ‘ original  value  ’ outright  for 
one  sum,  and  leave  ‘ profits  ’ to  the  purchaser. 
Allowing  in  each  case  the  working  expenses,  Income 
Tax  is  paid  on  the  whole  produce,  both  ‘ original 
value  ’ and  ‘ profit.’  In  (a)  it  is  borne  by  the 
owner.  In  (b)  it  is  borne  on  the  profits  by  the  lessee, 
and  on  the  ‘ original  value  ’ by  the  owner,  because 
tax  is  deducted  by  the  lessee  from  royalties  and  dead 
rent.  In  (c)  it  is  suggested  that  tax  on  ‘ profits  ’ is 
borne  by  the  purchaser,  and  also  that  on  ‘ original 
value,’  because  the  asset  represented  by  the  purchase 
price  is  finally  worthless,  and  the  purchaser  has  paid 
tax  on  the  whole  product.  But  is  this  view  of  the 
incidence  in  (c) — though  exceedingly  common — the 
correct  one?  The  mining  industry,  for  most  minerals, 
is  subject  to  free  competition.  Capital  and  enterprise 
in  front  of  any  proposed  undertaking  can  take  it,  or 
leave  it  to  seek  more  advantageous  openings  else- 
where, and,  so  far  as  their  reward  is  concerned,  the 
industry  is,  taking  the  average,  fairly  in  equilibrium 
with  other  forms  of  business.  Moreover,  the  direct 
purchase  method  is  not  the  only  way  of  approach,  for 
alternatives  (a)  and  (b)  are  available.  In  short,  all 
the  conditions  are  present  for  a complete  shifting  back 
of  any  exceptional,  calculable  burdens  on  profits.  7s 
it  to  be  understood  that  the  purchase  price  would  be 
exactly  the  same,  whether  the  purchaser  had  to  pay 
this  tax  on  the  wasting  asset  or  not?  If  the  ‘ original 
value  ’ is  generally  so  closely  ascertainable  as  Mr. 
Leake  suggests,  the  total  Income  Tax  to  be  paid 
thereon,  apart  from  that  on  extra  ‘ profits,’  is  also 
approximately  known,  and  to  suggest  that  the  real 
value  of  the  consideration  payable  in  both  cases  is  the 
same  and  yet  that  the  original  owner  bears  the  tax 
under  (b) — as  he  actually  does  by  deduction — and  the 
purchaser  bears  it  under  (c)  is  almost  a contradiction 
in  terms.  There  must  be  a very  strong  tendency  for 
the  consideration  (c)  to  be  less  than  the  real  considera- 
tion (capitalised  and  discounted  gross  royalties,  &c.) 
under  (b)  by  the  lump  sum  of  the  tax,  which  appears 
to  be  a special  disability  to  this  class  of  profits.  If, 
however,  it  be  held  that  the  ‘ original  value  ’ should 
not  be  charged  to  tax,  it  would  be  necessary — to  be 
consistent — for  the  royalties  and  dead  rent  to  be 
exempt  under  (&)„  and  for  a special  calculation  to  be 
made  under  (a)  for  something  which  represents 
* original  ’ value,  so  that  tax  should  be  levied  only 
on  the  balance  of  c profits  ’—  in  short,  to  tax  such  of 
the  profits  as  are  * earned,’  and  to  exempt  those 
freely  glven  by  nature.  But  this  is  surely  opposed  to 
the  trend  of  modern  opinion,  which,  so  far  from 
specially  favouring  spontaneous  wealth  occupying 
such  an  exceptional  position,  is  disposed  to  regard  it 
as  capable  of  bearing  an  extra  burden.  It  would 
clearly  be  possible  for  minerals  to  be  discovered  and 
wholly  worked  out  in  the  lifetime  of  one  owner  with- 
out tax  of  any  kind  being  paid  thereon.  There  seems 
to  be  no  valid  reason  for  departing  from  the  old  prin- 
ciples by  which  annual  value  for  rating  purposes  is 
determined,  nor  for  altering  the  existing  system  under 
which  the  burden  of  Income  Tax  ready  reaches  the 
owner  first  conscious  of  the  existence  of  computable 
mineral  wealth. 

9593.  “ In  his  classification,  Mr.  Leake  makes  the 
statement  that  a leasehold  is  ‘ not  an  inherently 
wasting  asset,’  but  this  is  surely  to  confuse 

the  right  in  a subject  with  the  subject  itself 
A lease  for  twenty-one  years  from  1885  is  not 

a brick-and-mortar  property,  but  a right  to 

its  use,  and  quite  independent  of  the  owner- 

ship of  the  right,  other  things  being  equal,  it  must 
be  worth  less  in  the  market  in  1900  than  it  was  in 
J*  rieh%  stated  that  the  administrative 
difficulty  of  making  allowance  for  its  wasting  value 
is  against  any  change,  but  it  is  also  important  that  if 
the  allowance  were  made,  the  Revenue  would  get  no 
quid  pro  quo  (as  against  the  larger  tax  received  from 
a freehold  of  equal  annual  value)  unless  tax  were 
collected  from  the  owner  upon  the  lump  sum  paid 
as  premium  or  part  consideration.  But  the  argument 
that  there  is  then  no  hardship  on  the  lessee  is  not 
valid.  A man  buys  a business  for  £1,000  and  at  the 
end  of  twenty-one  yeans,  on  the  expiration  of  his 


lease,  sells  it  for  the  same  sum.  The  whole  amount 
paid  for  the  use  of  the  premises  is  a fair  deduction 
in  computing  the  total  profits  of  the  period,  but  if 
he  paid  £1,000  premium  he  has  not  recovered  tax 
thereon  (by  deduction)  and  has  borne  the  duty  himself 
on  a real  expense.  It  may  be  urged  that  the  argu- 
ment as  to  the  shifting  back  of  the  total  tax  in  the 
case  of  a mine  is  applicable  here,  and  that  the  con- 
sideration he  pays  to  go  in  is  really  less  than  iit  would 
have  been  by  the  total  tax  exceptionally  suffered. 
But  the  cases  are  quite  different.  The  use  of  land  and 
buildings  is  a common  requirement  of  all  business, 
often  with  urgency  as  to  time  and  place,  and  the 
owner  is  generally  in  such  a superior  position, 
especially  in  (the  renewal  of  a lease,  that  the  condi- 
tions are  not  favourable  for  really  shifting  back  tho 
burden  to  any  extent. 

9594.  “ The  law  and  practice  have  been  much 

modified  from  time  to  time  with  regard  to 
their  application  to  the  wasting  asset,  machinery 
and  plant.  Mr.  Leake,  in  throwing  upon  Sur- 
veyors of  Taxes  the  blame  of  disallowing  properly 
measured  ‘ wear  and  tear  ’ charges  and  substi- 
tuting their  own  calculations  ‘ upon  an  arbitrary 
percentage  off  the  reducing  balance  of  cost,’ 
refers  to  that  method  as  ‘ altogether  wrong  in 
principle,’  and  implies  that  it  is  not  one  generally 
recognized  in  the  world  of  commerce  and  accountancy. 
But  this  method  of  allowing  upon  the  ‘ written  down 
value,’  and  not  upon  the  original  cost,  is  not  an 
official  invention,  but  is  very  widespread  indeed,  being 
almost  universal,  for  instance,  in  the  printed  accounts 
of  the  cotton  industry.  Any  method  is  arbitrary  to 
some  extent,  but  that  this  is  ‘ wrong  in  principle  ’ 
is  debatable.  The  arbitrary  element  can  be  reduced 
to  a minimum  by  close  attention  to  the  facts  relating 
to  the  average  1 life  ’ of  the  machinery  in  question. 
Neither  method  gives  a true  result  at  any  given  stage 
in  that  life.  It  is  beyond  human  ingenuity  to  fix 
a rate  that  will,  over  a wide  number  of  similar  assets, 
always  make  the  balance  sheet  value  correspond  with 
the  facts,  and  uniformity  of  practice  is  essential. 
The  suggestion  that  the  auditors’  and  valuers’  recom- 
mendation annually  should  be  accepted,  regardless  of 
such  uniformity,  because  it  is  checked  by  the  share- 
holder’s desire  for  dividends  is  based  too  much  on 
public  company  experience,  and  ignores  the  wide  field 
of  private  enterprise  where  accounts  can  be  submitted 
for  tax  purposes,  and  there  would  be  no  limit  to 
claims  that  could  be  urged.  The  ‘ prime  cost ' 
method  is  not  inapplicable  where  the  original  subject 
—such  as  a ship — is  not  much  affected  by  subsequent 
addition,  for,  a record  being  kept  of  annual 
allowances,  the  allowance  ceases  when  the  asset  is 
wiped  out.  However  carefully  an  average  life  is 
determined,  some  ships  must  exceed  that  average,  so 
that  we  have  the  anomaly  of  a vessel  written  down 
to  nil  on  paper  sailing  at  an  obvious  value  on  sea. 
Moreover,  if  at  this  stage  such  a vessel  is  sold,  and 
still  used,  the  arrangement  of  wear  and  tear  allowance 
with  the  purchaser — who  naturally  wants  one — is  a 
matter  of  difficulty  where  the  full  cost  has  already 
been  allowed  to  the  vendor.  The  * written  down 
value  ’ method  has  at  least  the  merit  of  never  losing 
the  asset  entirely,  and  it  can  be  arranged  so  that  over 
a vast  number  of  cases  the  value  is  written  down  to 
a nominal  figure  in  (the  same  time  that  the  machine 
itself  reaches  a nominal  value.  Where  there  are  con- 
stant additions  it  obviates  the  necessity  for  a record 
that  would  become  cumbrous  and  complicated,  for  it  is 
only  necessary  to  record  the  value  of  the  previous 
year  and  to  add  the  new  expenditure.  It  may  be 
observed  that  neither  the  officials  nor  the  Board  of 
Inland  Revenue  are  the  final  authority  in  such 
matters.  In  most  of  the  staple  industries  the  rates 
in  force  have  been  approved  bv  the  District  Com- 
missioners. who  have  usually  wide  experience  them- 
selves of  the  industry,  and  against  whose  decision  in 
the  matter  of  a rate  per  cent,  the  officials  have  no 
appeal.  ^ 

9595.  “ It  is  necessary  to  consider  whether  a 
diminished  value  is  value  as  a saleable  asset  or  as  a 
producing  agent — two  connected  but  by  no  means 
identical  things,  in  the  present  state  of  industry, 
where  producing  capacity  may  be  little  impaired 
though  saleable  value  is  poor  because  of  recent  im- 
provement in  type.  In  any  case,  with  tho  present 
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method  adjusted  and  the  allowance  for  obsolescence, 
machinery  as  a wasting  asset  has  full  treatment  in 
the  majority  of  cases.  ...  . . 

Before  leaving  the  subject  of  depreciation, 
it  is  important  to  note  that  the  allowance  is  not 
admitted  as  an  ordinary  trading  expense  deductible 
before  arriving  at  the  balance  of  profit  and  striking 
the  average,  but  is  taken  off  from  the  average.  So, 
in  a typical  case  where,  from  bad  years,  an  average 
fell  to  £500,  and  the  proper  allowance  for  wear  and 
tear  was  £1,000,  the  assessment  stood  £500 — £500 
wear  and  tear  (duty  ‘ nil  ’),  and  the  balance  of  £500 
was  never  given  credit  for  (or,  if  the  average  was  a 
loss,  no  part  of  the  £1,000  was  ever  obtained).  This 
constituted  a real  grievance,  and  the  Finance  Act 
of  1907,  in  allowing  such  unused  balances  to  be 
carried  forward  indefinitely  to  future  years,  until 
they  were  exhausted,  gave  the  first  real  recognition 
to  the  fact  that  the  tax  * has  come  to  stay,’  and 
that  its  effects  ‘ in  the  long  run  ’ must  be  con- 
sidered. But  owing  to  the  fact  that  1 wear  and 
tear  ’ is  not  a working  expense  but  an  allowance, 
we  have  a very  curious  and  somewhat  anomalous 
result.  Depreciation,  though  admittedly  real,  is  not 
susceptible  of  exact  measurement,  but  is  an  actuarial 
calculation,  and  yet  it  now  stands  in  a far  superior 
position  to  ascertained  and  definite  expenses  in- 
curred in  hard  cash.  Such  expenses  may  have  the 
effect  of  giving  a definite  known  loss  for  a number 
of  years.  If  such  years  of  loss  are  isolated,  they 
are  duly  worked  off,  in  the  averages,  against  years 
of  profit,  but  if  they  occur  in  succession  the  tax- 
payer may  lose  the  ‘ benefit  ’ of  some  of  them  in 
his  averages.  This  may  be  seen  by  taking  a hypo- 
thetical case  with  six  years’  losses  in  succession. 
Whether  the  aggregate  tax  over  a series  of  years 
exceeds  tax  on  the  aggregate  profit  depends  upon 
this  isolation  or  succession,  and  the  anomaly  could 
only  be  rectified  by  allowing  a minus  average  (or 
average  loss)  to  be  carried  forward  against  future 
average  profits.  At  present  relief  is  granted  only 
where  taxed  income  is  received  from  other  sources, 
and  this  is  by  no  means  equivalent.  Thus  deprecia- 
tion of  machinery  now  stands  in  a satisfactory  and 
even  favoured  position,  and  it  is  no  longer  upon 
this  line  that  the  main  criticism  of  the  tax  can  be 
directed.” 

Extract  from  review  of  Mr.  Leake’s  book  on  Wasting 

Assets.  ( Economic  Journal,  1912.) 

9596.  (22)  “ The.  author’s  main  thesis  is  that  all 
the  minute  care  in  accounting  for  the  multifarious 
cash  and  credit  transactions  in  business  which  is 
essential  to  a proper  computation  of  profit,  and 
which  now  extends  so  widely  and  deeply  in  the 
industrial  system,  is  practically  set  at  nought,  or, 
at  any  rate,  greatly  discounted  in  its  usefulness,  by 
carelessness  and  haphazard  methods  associated  with 
provision,  out  of  revenue,  for  the  loss  in  value  of 
plant  and  other  assets  which  have  depreciated  in 
earning  that  revenue.  It  may  be  accepted  without 
parley  that  all  the  trouble  that  the  industrial  world 
may,  in  course  of  time,  be  induced  to  take  in  this 
matter  will  be  amply  compensated.  Mr.  Leake 
shows  the  way,  and  is  no  uncertain  guide.  On  the 
accountancy  side,  given  the  requisite  data,  his  treat- 
ment is  complete,  and  the  consideration  of  rival 
methods,  the  ‘ original  cost  basis,’  the  ‘ written-down 
value  basis,’  and  other  forms,  with  the  admirable 
tables  given,  is  very  thorough  and  leaves  little  to 
be  desired  or  proved.  But  the  requisite  data  are 
to-day  too  seldom  present.  Before  they  are  avail- 
able on  any  wide  scale  the  services  of  the  engineer, 
and  a wide  and  patient  series  of  records  of  actual 
facts  and  conditions  over  a good  period  of  years,  well 
compared  and  worked  upon,  will  be  necessary.  In 
the  writer’s  view  the  comparative  value  of  the 
methods  depends  upon  the  conditions  of  the  time; 
while  the  majority  continue  to  ‘ scrap  ’ their  books 
after  a few  years  and  keep  no  record  of  the  continual 
acquisition  and  relinquishment  of  plant,  the  written- 
down  method  is,  at  any  rate,  safe  and  relatively 
accurate — being  the  possible  method,  it  is  the  best. 
A^  soon  as  the  detailed  record  is  kept,  an  automatic 


‘ original  cost  basis  ’ becomes  possible,  and  when  this 
has  been  kept  for  two  decades  Mr.  Leake’s  ideal 
division  of  the  total  output  units  over  the  years  of 
life  becomes  possible  for  the  humblest  workshop  and 
most  ‘ practical  ’ proprietor.  . . . 

9597.  “ A small  point  for  critisism  arises  in  the 
treatment  of  goodwill.  It  may  be,  and  doubtless 
generally  is,  good  policy  or  wise  investment  to  write 
off  goodwill;  but  it  is  difficult  to  see  that  it  is  obliga- 
tory where  all  the  conditions  that  have  created  the 
goodwill  still  exist  unimpaired,  and  the  sale  of  the 
business  would  yield  an  equivalent  sum  under  this 
head.  Directly  contrary  to  the  commercial  tendency 
to  regard  a good  balance  as  a favourable  oppor- 
tunity for  reducing  goodwill  it  would  seem  that,  in 
so  far  as  recent  profit  is  one  of  the  elements  in  decid- 
ing whether  the  conditions  remain  unimpaired,  the 
obligation  to  write  off  varies  inversely  as  that  profit. 

9598.  “ The  work  is,  of  course,  not  primarily  an 
economic  one,  although  along  its  whole  length  it 
adjoins  the  economic  field.  So  the  author  is  probably 
right  in  dealing  only  with  ‘ normal  ’ profit  in  the  com- 
mercial sense,  and  ignoring  any  rent-conceptions  of 
profit.  The  final  chapter  upon  the  relation  of  taxa- 
tion to  the  problem  appears  to  be  the  least  satisfac- 
tory, as  the  possibility  of  the  first  impact  of  a tax 
not  being  the  same  as  its  final  incidence  is  nowhere 
mentioned  or  considered.  Now  it  may  be  perilous  to 
take  up  this  aspect,  but  it  is  no  less  perilous  to  ignore 
it.  It  must  be  faced.  In  proportion  as  the  so-called 
‘ wasting  asset  hardship  ’ is  a real  one,  and  a definite 
differential  burden  exists  on  a certain  class  of  profit, 
must  the  possibility  of  shifting  by  anticipation  in 
purchase  price  be  a practical  consideration.  The 
hardship  cannot  be  real,  and  the  question  of  shifting 
‘ mere  theory  ’ at  one  and  the  same  time.  It  is  not 
clear  that  the  classification  of  assets  so  carefully  in- 
sisted upon  for  the  purpose  of  this  chapter  into  those 
‘ inherently  ’ wasting  and  others  wasting  only  as 
personal  to  the  owner,  really  serves  any  useful  pur- 
pose, and  does  not  rather  obscure  the  issue,  for 
although  the  ‘ corporeal  ’ ground  of  distinction  may 
be  useful  for  some  purposes,  it  is  precisely  the  asset 
in  relation  to  the  individual  that  we  are  wholly  con- 
cerned with  in  any  tax  system  based  on  faculty. 
Whether  my  coal  or  my  annuity  or  my  goodwill  is 
disappearing  is  one  and  the  same  question  in  relation 
to  my  tax-paying  capacity.  The  vital  question  is, 

‘ Has  the  vendor  of  the  source  of  profit  been  taxed 
on  the  profits  of  the  sale  P ’ (whether  the  source  is  sold 
outright  or  for  a number  of  years).  Mr.  Leake  him- 
self shows  that  on  purchased  rights  to  future  income 
no  allowance  can  be  made  because  the  vendor’s  profits 
of  sale  are  not  taxed.  Two  persons  with  similar 
sources  could  sell  to  each  other  and  neither  would  pay 
on  the  sale  price,  and  if  both  had  an  allowance  for 
‘ wasting  ’ the  Revenue  would  lose  tax  on  these 
sources  altogether.  Wherever  a source  of  future 
profit  is  sold,  if  there  is  a differential  tax  on  that 
profit  (such  as  this  wasting  asset  disability)  it  will  be 
in  theory  thrown  back  into  the  purchase  price,  and 
the  vendor  pays.  Reasons  for  supposing  that 
economic  friction  operates  to  prevent  complete 
shifting  back  in  some  cases  (e.p.,  leaseholds  compared 
with  mines  or  copyrights)  have  been  given  elsewhere, 
and  the  point  is  that  where  there  is  anv  reason  to 
believe  that  friction  leads  to  hardship  it  would  be 
better  to  charge  the  vendor  direct  and  give  the  pur- 
chaser a wasting  asset  allowance.  As  soon  as  you  make 
a direct  charge  in  any  of  these  cases  you  are  in  a 
position  to  give  the  allowance  from  annual  profits, 
but  not  before.  The  profit  on  the  sale  of  a machine 
(even  though  a firm  makes  but  one  a year)  is  taxed — 
then  the  depreciation  can  be  allowed  in  theorv,  as 
it  is  in  practice.  Tf  no  depreciation  were  allowed 
there  would  be,  in  theory,  a tendencv  to  depress  the 
price  of  machinery,  though  possibly  the  general  neces- 
sity for  machinery  in  industry  and  other  economic 
conditions  would  operate  to  modify  this  result. 
Although  space  fails  for  the  successive  steps  to  be 
shown,  the  classification  leads  logically  and  inevitably 
to  exemption  from  taxation  (local  and  imperial) 
all  natural  mineral  products  (coal.  &c.)  on  so  much 
of  the  value  on  realization  as  represents  pure 
economic  rei  t,  i.e..  iust  that  * unearned  ’ portion  of 
the  proceeds  qf  which  the  tax-faculty  is  usually 
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marked  as  the  highest.  Now  if  this  is  really  meant, 
it  should  not  be  left  in  implication,  for  analysis  to 
reveal,  but  should  be  made  explicit,  brought  to  the 
forefront,  and  argued  out  upon  first  principles ; any 
classification  should  then  proceed  from  the  result.  If 
that  result  be  a decision  that  such  corpus-value  is  not 
a fit  subject  for  taxation,  and  the  wasting  asset 
allowance  be  given  to  the  purchaser  of  a mine,  he 
would  then  have  no  special  burden  and  would  not 
depress  the  purchase  price,  while  the  vendor  (as  the 
original  owner)  would  not  be  taxed  directly  on  the 
transaction,  so  that  Mr.  Leake’s  present  proposal 
would  carry  out  the  decision  admirably.  But  such  an 
important  question  must  not  be  begged  under  the 
title  of  this  work.” 

Cost  of  shaft  sinking. 

9599.  (23)  As  regards  shaft  sinking,  it  would 
appear  at  first  sight  that  the  special  burden  brought 
about  by  the  non-allowance  of  tax  on  the  wasting  ex- 
penditure would  be  similar,  and  that,  but  for  the  cost 
of  sinking,  the  royalties  or  mineral  values  would  be 
higher.  The  same  line  of  reasoning  does  not,  how- 
ever, fully  apply.  The  special  tax  is  not  likely  to 
remain  upon  the  trader’s  capital — it  must  go  back- 
wards to  the  owner,  or  forwards  to  the  consumer. 
Take,  first,  the  case  where  practically  the  whole 
supply  of  this  mineral  comes  from  sources  subject  to 
the  disability,  e.g.,  British  coal.  At  the  marginal 
point  of  supply  there  is  no  rent  or  royalty,  and,  there- 
fore, no  tax  on  the  rent  or  royalty.  Neither  the 
royalty,  nor  the  tax  upon  it,  affects  price,  and  the 
burden  of  the  tax  is  upon  the  mineral  owner.  But 
the  coal  that  can  be  got  from  drifts  without  shafts 
is  negligible,  and  we  can  fairly  say  that  even  the 
marginal  supply  must  be  got  by  shafts.  The  cost  of 
shafts  existing  practically  as  fully  at  the  margin  of 
supply  (unlike  royalty  or  rent)  enters  into  cost  of  pro- 
duction and  price.  If  no  shaft  were  necessary,  the 
cost  would  be  lower  and  the  price  lower  for  the  same 
quantity  of  coal,  i.e.,  the  margin  would  be  unaffected. 

But  in  so  far  as  the  lower  price  induced  a larger 
consumption,  the  margin  might  be  shifted  to  make  a 
recourse  to  the  less  profitable  seams  somewhat  neces- 
sary, so  that  price  would  not  fall  by  the  whole 
difference — the  mineral  owner  in  a position  to  com- 
mand a rent  could  get  a slightly  higher  one,  and  the 
consumer  would  not  take  the  whole  benefit. 

Now  the  differential  tax  upon  the  cost  of  shafts  is 
like  an  increased  capital  cost  of  the  shaft,  and  so  tends 
to  keep  up  price  If  it  were  not  imposed  the  con- 
sumer would  be  the  better  off  for  the  most  part, 
though  not  quite  the  whole.  But  in  the  other  case, 
where  the  world  price  is  a blend  of  two  supplies — one 
from  a source  specially  burdened  in  this  way,  and  the 
other  free  from  the  burden  (e.g.,  tin  from  foreign 
companies  and  from  companies  with  head  offices  in 
London),  the  burden  i3  upon  the  mineral  owner  and 
not  the  consumer,  pretty  much  to  the  extent  to  which 
the  non-taxed  area  dominates  the  supply.  For  the 
imposition  of  the  tax  does  not  affect  cost  of  produc- 
tion at  all  at  the  margin  of  supply  in  the  untaxed 
countries — their  price  would  be  unaffected,  and  if 
supply  were  large  the  smaller  contribution  from 
the  taxed  area  would  not  be  raised  in  price,  and  the 
new  burden  would  go  back  upon  the  owner. 

But,  again,  in  the  taxed  area,  certain  marginal 
rents  would  become  negative  and  the  supply  diminish ; 
total  supplies  would  be  less,  world  prices  would  slightly 
rise,  the  margins  in  untaxed  areas  be  slightly  ex- 
tended, and  mineral  owners  there  would  be  benefited. 
The  net  effect  would  therefore  be  mainly  a reduction 
of  rent  in  the  taxed  area,  and  an  increase  of  rent  in 
the  untaxed  area,  with  a slight  rise  in  prices. 

Conversely  on  the  remission  of  the  differential  tax, 
che  main  ones  to  benefit  would  be  the  mineral  owners 
in  the  taxed  area,  if  the  supply  therefrom  does  not 
already,  dominate  the  market.  The  problem  of  in- 
cidence where  different  areas  of  supply  are  concerned 


is,  of  course,  a difficult  one  in  mathematical 
economics,  and  I have  merely  sketched  briefly  my 
broad  ideas 

9600.  (24)  In  theory,  there  is  very  little  real 
grievance  left  for  the  companies  which  work  minerals, 
cither  in  respect  of  the  “ corpus  ” or  the  shafts,  in 
so  far  as  they  knew  of  the  burden  when  their  leases 
were  fixed  or  minerals  bought,  and  their  troubles  are 
more  apparent  than  real.  But  a rapid  increase  like 
tiie  present  one  hits  them  hard,  particularly  if  there 
are  rival  sources  of  supply,  for  the  burden  can  be 
thrown  neither  backwards  nor  forwards. 

9601.  (25)  With  regard  to  depreciation  on  wear  and 
tear  of  plant,  I consider  the  case  is  sufficiently  met  by 
the  present  arrangements.  Obviously,  not  more  than 
the  whole  cost  should  be  given  in  the  long  run,  and 
of  the  possible  methods  of  making  the  allowance,  I 
regard  the  1 ‘ written  down  value  ’ method  as  possess- 
ing the  fewest  disadvantages. 

Then  follow  the  various  kinds  of  “ wasting  assets,” 
such  as  business  leaseholds,  terminable  annuities,  life 
interests,  and  here  I feel  that  some  other  tests  of 
whether  it  is  necessary  or  expedient  to  make  allowances 
besides  the  mathematical  or  actuarial  test  of  the  pre- 
sence of  capital  repayment  is  legitimate 

9602.  (26)  I do  not  think  that  the  acute  search  for 
the  mathematical  elimination  of  all  elements  of  capital 
from  annual  receipts,  leading  as  it  does  to  the  most 
difficult  and  involved  questions  (as  may  be  seen  in  the 
1852  and  1861  Committees),  is  a necessary  feature  in 
taxation  according  to  ability.  I think  that  taxation 
by  ability  may  very  reasonably  have  regard  not  so 
much  to  exact  mathematics  as  to  psychological  and 
social  considerations.  We  profess  to  graduate  on  the 
principle  of  ability,  by  which  we  mean  the  relative 
extent  to  which  taxpayers  feel  the  tax  sacrifice,  taken 
on  an  average. 

This  relativity  is  very  difficult  to  express  in  quanti- 
tative terms,  and  we  can  only  make  a shot  at  it.  One 
may  wear  a pair  of  boots,  both  of  which  pinch,  and  it 
is  very  difficult  to  say  quantitatively  that  one  boot 
pinches  three  times  as  much  as  the  other.  How  much 
more  difficult  is  it  for  one  man  to  say  that  his  boot 
pinches  twice  as  much  as  another  person’s ! I have 
thought  much  upon  the  question  of  ability  for  years, 
and  my  mind  has  moved  away  from  the  idea  that 
mathematical  differences  that  can  be  demonstrated 
on  paper  have  necessarily  any  counterpart  psycholo- 
gically. I think  we  must  judge  difference  of  ability 
quite  as  much  by  social  habits  and  customs.  You 
might  demonstrate  to  a man  that  there  were  elements 
of  £50  capita]  in  the  income  of  £500  which  he  was 
holding  himself  free  to  spend,  as  compared  with  an- 
other man  whose  £500  was  pure  income.  If,  in  fact, 
the  men  in  these  two  relative  positions  make  no  dif- 
ference in  their  habits  and  expenditure,  I incline  to 
the  view  that  in  the  practical  application  of  the  prin- 
ciple of  ability  in  taxation  it  is  hardly  necessary  for 
the  State  to  make  any  recognition  either.  Of  course, 
directly  you  get  any  considerable  body  of  people  who 
do,  in  fact,  order  their  lives  differently  because  of  the 
difference,  then  I think  you  have  some  ground  for 
admitting  the  mathematical  principle,  but,  otherwise, 
I do  not  think  it  is  worth  while  wasting  revenue  and 
the  taxpayer’s  temper  upon  its  complications.  After 
all,  if  you  are  out  upon  a mental  expedition  to  find 
what  pure  tax-bearing  income  is  in  an  economic  sense, 
you  may  have  to  go  a good  deal  further  than  the  mere 
elimination  of  the  wastage  of  the  capital  originally 
invested,  and  get  to  the  extraordinary  medley  of  dis- 
tinctions raised  bv  the  Italian  School  as,  for  example, 
Achille  Loria  in  his  book  on  Income  and  Capital. 

9603.  (27)  On  the  whole  I think  it  has  not  been  an 
unsound  instinct  which  has  maintained  for  so  long  a 
scheme  of  taxation  paying  no  special  regard  to  ter- 
minable annuities,  life  interests  and  other  forms  of 
annual  income.  Of  course,  it  may  well  be  that  the 
very  weight  of  tax  will  bring  about  discrimination  in 
personal  financial  habits  which  would  not  otherwise 
have  been  worth  while  or  customary,  and  for  this 
reason  the  time  may  be  ripe  for  distinctions  which 
have  hitherto  been  academic  only. 
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I do  not,  of  course,  carry  this  principle  of  action  so 
far  as  to  distinguish  between  two  incomes  of  £500,  one 
of  which  is  going  to  a man  who  is  always  ‘ ‘ hard  up  ’ ’ 
because  he  happens  to  be  at  the  lower  edge  of  a social 
group  whose  habits,  etc.,  are  conditioned  by  incomes 
falling  between  £500  and  £1,000 — say,  £750  average; 
while  the  other  income  goes  to  a man  who  would 
l'  feel  ” the  payment  less  because  he  lives  on  the 
upper  side  of  a group  whose  incomes  range  from  £250 
to  £500,  with  an  average  of  £350.  Such  differences  in 
relative  sacrifice  can  never  be  objectively  measured. 


The  principle  of  graduation. 

9604.  (28)  In  a brief  note  and  in  simple  terms  it  is 
not  possible  to  do  more  than  touch  the  edge  of  this 
subject.  What  is  the  ideal  graduation  curve?  This 
must  depend  upon  the  principle  involved.  I have 
had  it  put  to  me  thus : 

“ If  taxable  capacity  increases  with  each  £ it 
must  either  increase  in  the  same,  or  greater  or  less, 
ratio  with  each  £.  It  is  absurd  to  suppose  that  it 
increases  in  a less  ratio,  because  the  extra  £ above, 
say,  £10,000,  is  obviously  more  available  for  luxury 
(and,  therefore,  taxation)  than  the  extra  £ above, 
say,  £200.  If  it  were  the  same  ratio  (for  example, 
6d.  in  the  £ increase  at  the  1,200th  £1  compared 
with  the  200th  £ and  6d.  more  in  the  £ at  the 
2,200th  £1),  then  assuming  Is.  in  the  £ at  £200,  the 
rate  at  £1,200  would  be  Is.  6d. ; at  £2,200,  2s. ; at 
£3,200,  3s.,  and  the  rate  would  be  20s.,  confiscat- 
ing the  whole  income,  at  £20,200.  But  it  is  agreed 
above  that  the  taxable  capacity  should  increase  in 
an  increasing  ratio,  that  is,  that  if  the  difference 
between  the  tax  at  200th  £ and  the  1,200th  £ is  6d. 
the  difference  between  1,200th  and  2,200th  £ should 
be  more,  say,  7d..  and  we  should  reach  confiscation 
at  an  even  lower  level  than  £20,200.  This  doctrine 
of  taxable  capacity,  therefore,  leads  to  confiscation, 
or  it  is  a false  basis — it  does  not  justify  the  usual 
curve  of  progression  which,  while  it  approaches  20s. 
on  the  highest  inoomes,  never  actually  reaches  it.” 

This  argument  is  more  clearly  illustrated  by  a 
graph  than  by  words. 

9605.  (29)  I believe  it  to  be  fallacious,  and  based  on 
a wrong  statement  of  the  principle. 

The  principle  is  based  upon  the  diminishing  utility 
of  money  or  wealth  as  a whole  to  its  possessor.  While 
the  utility  of  increments  of  any  particular  commodity 
may  rapidly  diminish,  and  reach  zero  or  even  disutility 
(as  when  a schoolboy  has  exceeded  a fourth  helping  of 
plum  pudding,  or  as  when  we  have  heard  “ The  end  of 
a perfect  day”  indifferently  sung  for  the  hundredth 
time),  the  utility  of  commodities  in  general  does  not 
reach  zero  so  readily.  The  utility  of  money,  therefore, 
while  continually  diminishing  to  the  individual  pos- 
sessor as  he  has  more  and  more,  does  not  actually 
become  nil  until  the  aggregate  is  enormous,  and 
possibly  not  even  then,  for  even  if  a man  is  sur- 
rounded with  everything  that  money  can  buy,  an 
additional  sum  may  still  have  some  value  to  him  as 
ministering  to  his  pi'ide. 

9606.  (30)  This  diminishing  utility  may  be  pictured 
in  two  ways,  as  in  the  table  below,  assuming  that  it 
diminishes  “ in  the  same  ratio.”  The  first  column 
sets  out  one  meaning,  viz.,  that  a 2s.  drop  (or  one- 
tenth)  in  the  utility  per  £ at  £1,000  is  matched  by  a 
similar  drop  of  one-tenth  at  £2,000,  and  again  at 
£3,000.  Of  course,  we  soon  reach  finality,  viz.,  at 
£9,000.  The  second  column  shows  the  kind  or  type  of 
diminution  which,  I believe,  correctly  represents  our 
psychology  (viz.,  a deduction  of  a constant  fraction 
from  each  foregoing  stage),  assumed  as  one-tenth. 
The  2,000th  £ is  assumed  to  have  one-tenth  less  utility 
than  the  1,000th  £,  the  3,000th  £ one-tenth  less  than 
the  2,000th,  and  so  on.  In  this  way  zero  is  constantly 
approached  but  never  actually  reached.  You  can 
even  increase  the  “ one-tenth  ” fraction  at  each  stage 
fsay,  one-ninth  at  the  2,000th  £)  provided  always  that 
the  increment  in  the  fraction  is  a continually  diminish- 
ing increment. 


Diminishing  utility  of  money. 
In  the  same  ratio. 


£ Method  1. 

' Method  2. 

100th 

500th 

£1 

18s. 

One  tenth  less  of  the  preceding. 

£1. 

18s. 

1-8 

1000th 

16s. 

16  2 
1-62 

2000th 

14s. 

14-58 

1-458 

3000th 

12s. 

13-122 

1-312 

4000th 

10s. 

11-810 

1-181 

5000th 

8s. 

10-629 

1-063 

6000th 

6s. 

9-566 

•956 

7000th 

4s. 

8-610 

•861 

8000th 

2s. 

7-749 

•775 

9000th 

nil. 

6-974 

9607.  (31)  Taxation,  based  on  the  second  column  of 
the  above;  if  it  took  away  a:  from  the  3000th  £ would 
have  to  take  away  13-122  x at  the  9000th  £ (or 

nearly  2x)  to  deprive  the  owner  of  the  same  “ utility  ” 
and  that  equality  of  deprivation  is  the  rationale 
of  progressive  taxation. 

Based  on  this  principle  the  usual  curve  shown  in 
graph  form,  which  gets  flatter  and  flatter,  but  never 
quite  horizontal  at  the  highest  points,  is  justified. 

The  form  of  graduation. 

9608.  (32)  I do  not  propose  to  occupy  the  time  of 
the  Commissioners  with  any  discussion  of  mathematical 
formulse  for  taxation  curves.  Mathematicians,  from 
Cohen  Stuart  down  to  recent  writers,  have  found  in 
this  field  a fascinating  and  not  unprofitable  study. 
The  devices  for  lifting  the  curve,  and  giving  it  new 
progressive  impetus  at  the  point  where  it  begins  to 
flag  and  become  almost  flat  or  proportional,  are 
numerous,  and  have  interested  me  greatly,  though  I 
can  easily  escape  their  thraldom.  Professor  Edge- 
worth  has  just  published  in  the  Economic  Journal 
an  excellent  study  of  graduation  curves,  setting  out 
their  desiderata. 

9609.  (33)  The  one  essential  feature  that  emerges 
from  the  whole  subject  is  that  when  all  the  mathemati- 
cal elegancies  have  been  satisfied,  it  is  still  impossible 
to  say  which  of  the  various  curves  truly  represents 
that  principle  of  equality  of  sacrifice  they  purport 
to  embody.  One  may  be  as  right  as  another  for  all 
we  can  say.  The  final  decision  as  to  whether  two 
points  of  income  on  a curve  are  psychologically  or 
subjectively  in  right  relation  to  each  other  still  rests 
upon  the  common  sense  and  instinctive  judgment  of 
the  people,  and  on  practical  tests.  There  is  absolutely 
no  common  agreement  among  economists  that  a 
certain  type  of  curve  or  formula  is  economically  the 
most  correct.  If  there  were,  then  great  sacrifices 
might  be  made  to  attain  it  in  practice. 

9610.  (34)  This  being  so,  we  are  forced  to  consider 
simplicity  and  convenience  first  of  all,  associated  with 
any  reasonable  degree  of  smoothness  and  adaptability. 
The  wanton  and  bigoted  way  in  which  persons  obsessed 
with  certain  mathematical  ideas  urge  the  sacrifice 
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of  all  practical  points  to  their  lust  for  algebra,  would 
be  a serious  public  danger  if  their  influence  became 
great.  If  they  are  told  that  a certain  smooth  curve 
would  entail  abolition  of  taxation  at  the  source, 
they  reply  quite  unmoved  “ taxation  at  the  source 
must  go.”  Even  so  able  a publicist  as  Mr.  J.  A. 
Hobson,  in  a book  published  recently  says: — “The 
idea  of  a total  abandonment  of  collection  at  the 
source  need  not  cause  any  great  alarm  . . . official 
convenience  of  collection  at  the  source  is  the  chief 
reason  why  the  process  of  progressive  graduation  has 
hitherto  been  stopped  at  a level  which  has  protected 
the  richest  men  from  the  higher  taxation  ...  A 
careful  application  of  checks  would  enable  the  Income 
Tax  Commissioners  to  dispense  with  collection  at  the 
source  . . . The  stiff  official  bluff  which  will  be  put 
up  on  behalf  of  the  present  method  by  the  Treasury, 
supported  by  the  ipse  dixit  of  certain  expert  authori- 
ties, must  not  be  permitted  to  block  the  way  to  the 
adoption  of  the  only  scientific  working  of  an  income 
tax,” 

9611.  (35)  No  one  will  accuse  me,  I think,  of  any 
lack  of  appreciation  of  economic  theory,  and  I would 
always  keep  as  closely  to  the  indications  of  abstract 

[This  concludes  the 

9613.  Chairman:  We  have  all  heard  of  your  book, 
and  I can  say  as  far  as  I am  concerned  that  I have 
read  it  with  the  greatest  interest.  I do  not  think  I 
have  ever  read  a book  which  has  been  more  interesting, 
and  to  one  like  myself  who  does  not  know  very  much 
about  these  matters  it  is  instructive. — Thank  you,  my 
Lord. 

9614.  We  have  your  evidence-in-chief,  and  the  Com- 
missioners will  ask  you  questions  on  the  various  points 
arising  out  of  it;  but  I want  to  get  your  opinion  on 
one  thing — only  by  way  of  illustrating  the  point  from 
actual  business — as  to  the  getting  of  additional 
revenue  from  the  Income  Tax.  Take  the  case  of  a 
shipper  in  Manchester,  who  has  a large  place  in  Man- 
chester. He  ships  his  goods  to  India,  China,  and  all 
over  the  world.  He  pays  Income  Tax  because  his 
place  is  there,  and  his  Income  Tax  papers  are  there. 
People  in  the  adjoining  warehouse  ship  to  the  same 
places,  but  they  pay  no  Income  Tax,  because  they  are 
said  to  be  only  servants  of  some  principals  who  are 
away  in  Egypt  or  Mesopotamia  or  Syria.  They  do  not 
pay  Income  Tax  except  upon  a very  limited  amount 
which  they  make  by  charging  on  their  exports  a very 
small  profit  to  their  firm  in  Cairo  or  elsewhere,  just  to 
cover  the  expenses  of  the  office  here.  The  main  profit 
is  retained  over  in  Cairo,  and  does  not  come  into  the 
hands  of  the  Income  Tax  authorities  at  all.  In  some 
cases  we  have  got,  as  you  know,  the  power  of  putting 
an  Income  Tax  on  them  by  assessing  them  as  we  do  the 
American  tinned  meat  people.  Would  it  be  a wise 
thing,  and  would  it  be  possible  for  us  to  let  the  Inland 
Revenue  have  the  power  of  assessing  the  firm  that  is 
evading,  by  pretending  it  has  not  a responsible 
place  in  Manchester.  Can  we  do  that  wisely?  Can 
we  also  do  this  wisely  in  the  following  circumstances. 
An  importer  sends  from  Switzerland  goods  into  our 
market;  he  has  an  agent  here  to  whom  he  pays  a 
percentage ; but  the  goodwill  rests  in  this  country 
because  in  business  the  selling  itself  is  sometimes  more 
important  than  even  the  manufacturing  and  pro- 
ducing. The  agency  of  selling  may  be  of  far  more  value 
to  that  concern  than  the  whole  of  the  mills  and 
works,  and  five  or  six  men  as  salesmen  are  probably 
worth  more  for  the  purposes  of  the  business  than 
thousands  of  those  who  produce.  The  Swiss  exporter 
to  this  country  has  an  agent  to  whom  he  pays  2J 
per  cent.,  and  we  put  a tax  on  that  in  the  ordinary 
way.  Can  we  charge  that  importer?  It  practically 
becomes  an  import  duty,  but  I cannot  help  that. 
Can  it  be  done  properly  as  an  Income  Tax?  Those 
are  the  two  points  I want  you  to  consider  some  time 
quietly? — It  seems  to  me  it  must  be  divided  first  of 
all  clearly  in  one’s  mind  between  principle  and  prac- 
tice. On  the  principle  of  the  thing,  if  a firm  or  a man 
is  making  real  use  of  an  institution  in  this  country 
for  carrying  on  business,  an  institution  of  a fixed 
character,  there  seems  prima  facie  no  reason  why  ho 
should  not  be  a contributor  to  our  Revenue;  but  on 


principle  as  practical  conditions  permit.  Moreover, 
if  there  is  such  a thing  as  the  non-possumus  inertia  of 
officialdom,  I may  now  claim  to  be  free  from  it.  But 
I must  say,  with  great  conviction,  that  we  should  as 
a people  make  a very  bad  bargain  if  we  sacrificed  the 
principle  of  taxation  at  the  source  for  the  doubtful 
boon  and  inconclusive  virtues  of  a curve  even  of  most 
elegant  functions  and  unimpeachable  suavity.  Not 
one  per  cent  of  the  taxpayers  would  be  any  happier, 
or  pay  their  taxes  any  more  cheerfully  for  a logarith- 
mic demand  note. 

9612.  (36)  If  the  present  “ jumps  ” are,  by  one  of 
several  available  devices,  reduced  in  abruptness,  and 
“ diagonalised  ” so  to  speak,  on  the  graph,  and  the 
rates  are  so  adjusted  that  the  whole  trend  of  the 
curve  approximates  to  a continuous  function  curve 
of  approved  shape,  I think  all  that  practical  con- 
venience and  conformity  to  justice  require  will  bo 
substantially  met.  I should  view  with  no  little  mis- 
giving, in  view  of  the  real  practical  difficulties  to  be 
surmounted,  the  adoption  of  oven  those  solutions  for 
combining  a pure  curve  system  with  taxation  at  the 
source,  which  I have  outlined  under  the  paragraph 
headed  “ taxation  at  the  source  ” above. 

evidence-in-chief .] 

the  other  hand  great  anomalies  creep  in  immediately 
one  assumes  that  the  Income  Tax  is  a business  tax. 
It  is,  after  all,  a tax  on  people’s  income,  and  though 
it  may  be  paid  by  businesses  as  a matter  of  machinery, 
in  the  last  resort  it  is  not  a business  expense  as  such, 
but  a tax  on  a person’s  income,  and  one  cannot  ignore 
the  extent  to  which  he  is  in  other  respects  dependent 
on  the  institutions  of  the  country.  If  he  is  resident 
abroad,  there  seems  to  be  some  reason  why  one  should 
be  rather  more  lenient  to  the  income  he  derives  than 
if  he  is  resident  here.  That  leads  to  the  view  that 
a full  tax  on  him  on  equal  terms  with  the  British 
trader  cannot  be  defended  in  pure  principle.  When 
it  comes  to  a question  of  practice,  of  course  it  is  quite 
possible  to  say  that  the  agent  shall  have  to  make  a 
return  of  the  profit  attributable  to  this  country,  and 
to  tax  it;  but,  as  I indicate  in  my  evidence-in-chief, 
if  the  only  way  of  getting  at  it  in  practice  is  to  take 
a rough  and  conventional  percentage,  you  have  got 
what  is  to  all  intents  and  purposes  an  import  duty. 

9615.  Yes,  that  is  so? — But  if  you  can  in  practice 
make  a clear  attempt  to  get  at  the  net  profits  in  an 
economic  sense  made  from  this  country,  then  I think 
you  are  justified  in  imposing  a tax.  It  may  be  that 
you  cannot  carry  out  the  full  principle  as  being 
rather  Utopian — that  is,  splitting  it  up  and  charging 
him  a less  tax  on  it,  and  so  it  should  make  you  per- 
haps a little  more  lenient  in  the  point  at  which  you 
stop  charging  it  as  an  Income  Tax. 

9616.  Chairman : Thank  you.  That  is  a point  I 
shall  probably  bring  up  before  my  colleagues  later  on, 
and  I wanted  to  get  that  elucidated  in  some  measure 
by  you. 

9617.  Mr.  Kerly : It  is  rather  out  of  order,  but  may 
I just  begin  where  you  were.  You  want  to  tax  the 
foreigner  doing  what  I may  for  convenience  call  an 
import  trade  info  this  country? — Yes. 

9618.  It  is  suggested  you  should  tax  him  on  turn- 
over, because  you  cannot  get  at  his  profits  made  here 
in  any  other  way?— Yes. 

9619.  That  is  said  to  be  equivalent  to  an  import 
duty,  and  it  is  if  you  charge  everybody  who  is  import- 
ing, but  if  it  is  to  be  in  substitution  for  Income  Tax 
it  is  going  to  be  an  import  duty  levied  ultimately 
only  on  the  foreigner  who  is  importing,  is  it  not?-- 
Are  you  distinguishing  between  foreigners  and  other 
people  abroad? 

9620.  Yes?— I should  have  understood  that  it  would 
be  a tax  on  all  people  abroad. 

9621.  By  foreigner  I mean  a non-resident? — Well, 
I understand  that  all  non-residents  under  that 
principle  would  be  taxed. 

9622.  If  you  treat  the  tax  as  a Customs  duty  then 
you  levy  dt  on  all  imports? — From  a British  house 
abroad  you  mean  as  well? 

9623.  All  imports  coming  into  this  country  of  the 
class  you  are  dealing  with? — Yes, 
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9624.  That  is  simple  enough;  you  levy  it  at  the 
ports? — Yes. 

9625.  And  if  you  are  only  distinguishing  such  im- 
ports as  are  going  to  be  imported  for  the  profit  of 
a foreign  importer,  then  it  ceases  to  be  an  ordinary 
import  duty,  and  either  you  are  going  to  return  the 
equivalent  of  your  Customs  duty  to  a resident  who 
is  importing,  or  else  you  are  going  (to  distinguish 
between  the  origin  of  the  goods? — One  could  not,  of 
course,  say  that  a tax  on  the  turnover  is  precisely 
equivalent  to  the  full  operation  of  a Customs  duty ; it 
could  never  be. 

9626.  lit  is  radically  different  in  that  respect? — It  is 
different  in  its  scope,  but  I think  not  in  its  economic 
incidence. 

9627.  Let  us  see  how  you  are  going  to  work  it  out. 
The  English  house  has  bought  a consignment  of  goods 
from  the  Argentine.  It  is  going  to  pay  an  import 
duty  on  those  goods.  If  the  Argentine  man  is  really 
an  English  house  carrying  on  business  here,  that  im- 
port duty  is  in  some  way  or  other  to  be  returned  to 
him;  how  is  it  to  be  done? — You  are  speaking  of  the 
imposition  of  a pure  Customs  duty  upon  him? 

9628.  Yes? — That  it  is  to  be  returned  to  him? 

9629.  Yes,  if  it  is  the  equivalent  of  Income  Tax? — 
You  are  speaking  of  the  imposition  of  the  Customs 
duty  as  the  equivalent  of  an  Income  Tax? 

9630.  Yes? — I do  not  think  you  could  make  Customs 
duty  an  actual  equivalent  of  Income  Tax.  One  would 
rather  assume  that  in  the  majority  of  instances  he 
got  his  Customs  duty  back  in  his  price.  Of  course,  it 
would  bo  possible  in  calculating  his  profits,  and  it 
would  be  done,  to  allow  the  import  duty  as  an  expense 
in  his  accounts. 

9631.  I am  afraid  I have  not  made  my  problem 
clear : it  is  my  fault.  Take  two  men  side  by  side — 
we  had  such  a case  yesterday — one  is  an  English 
resident  who  has  an  Argentine  business,  and  he  is 
exporting  his  produce  to  England.  He  complains 
that,  although  he  himself  has  to  pay  Income  Tax,  a 
foreign  non-resident  doing  exactly  the  same  trade  does 
not  have  to  pay  English  Income  Tax.  He  says  that 
so  handicaps  him  that  he  is  driven  out  of  this  country 
and  has  to  go  and  reside  in  the  Argentine.  It  is 
suggested  that  the  foreign  resident  should  be  charged 
a tax  on  turnover — which  is  said  to  be  the  same  thing 
as  an  import  duty.  It  is  only  an  import  duty  upon 
his  imports.  If  they  are  the  British  resident’s  im- 
ports then  they  are  not  to  pay  a duty.  How  are  you 
to  distinguish  ?— Of  course  the  whole  argument  is 
based  upon  the  view  that  Income  Tax  is  a business 
expense.  Ho  does  not  see,  putting  it  in  that  way, 
that  as  a resident  in  England  he  ought  to  bear  some- 
thing the  other  man  does  not  pay. 

9632.  I am  not  considering  whether  the  grievance 
is  a good  one,  but  supposing  we  want  to  deal  with  it 
as  suggested,  by,  instead  of  a-  tax  upon  turnover 
(which  I am  coming  to  in  a moment)  a tax  as  an 
import  duty,  say,  paid  on  the  value  of  the  goods? — 
I should  hesitate  to  give  any  opinion  as  to  what  the 
Board  of  Customs  and  Excise  could  do  in  the  wa,y  of 
distinguishing  the  goods  by  reference  to  their  origin. 
Supposing  that  they  were  all  taxed  on  one  basis 
equally,  1 imagine  that  afterwards  on  proof  a.  rebate 
could  be  given — a drawback. 

9633.  The  only  way  to  level  the  matter  up  would 
bo  to  allow  the  English  resident,  against  the  tax 
which  he  has  ultimately  got  to  pay,  a credit  for  what 
has  been  paid  by  way  of  import  duty? — Quite;  that 
would  be  a practical  way  of  making  the  drawback — to 
make  it  as  an  offset  to  his  Income  Tax ; to  say  that 
he  has  in  the  form  of  this  Income  Tax  paid  so  much, 
and  that  is  already  a composition  on  account  of  so 
much  profit. 

9634.  Supposing  you  take  the  other  plan,  a tax,  as 
I understand  is  the  present  practice,  on  the  turnover. 
Once  the  person  scatters  his  business  through  a lot 
of  different  hands  you  cannot  get  at  his  turnover,  and 
you  are  merely  inviting  him  to  do  business  instead 
of  through  one  agent  through  half  a dozen  or  more  ? — 
I agree. 

9635.  So  that  it  must  be  a very  unequal  tax,  and  a 
tax  that  is  very  readily  evaded? — Whatever  point  you 
stop  at,  you  always  tempt  him  to  adopt  the  very 
next  set  of  circumstances  that  get  him  exemption. 


9636.  I should  like  to  get  your  assistance  on  a 
general  proposition.  The  assistance  that  economic 
studies,  when  1 try  to  follow  them,  give  to  me  seems 
only  to  be  that  they  enumerate  for  me  the  conditions 
of  the  problem,  and  make  guesses,  more  or  less  sure, 
as  to  their  relative  importance.  I cannot  find  any- 
thing of  the  nature  of  a mathematical  function 
amongst  them,  because  they  are  not  susceptible  of 
quantitative  valuation.  However,  that  is  merely  to 
illustrate  my  difficulty.  Are  not  these  the  conditions 
of  the  problem  we  have  to  consider  in  the  face  of 
your  first  argument ; we  have  to  consider  as  an 
objection  to  a possible  tax,  first  the  possibility  of  the 
tax  diminishing  the  income  of  the  country  by  stopping 
the  business;  next  that  the  particular  form  of  the 
tax  may  operate  to  diminish  the  taxable  income,  and 
so  we  shall  get  less  and  less  tax  because  of  its  form  ? — 
Do  you  mind  repeating  the  last  one? 

9637.  The  form  of  the  tax  may  lead  to  the  dis- 
appearance of  the  tax  itself ; of  course,  it  is  a phase 
of  the  other  one? — Yes ; it  is  a variant  of  the  other. 

9638.  It  is  only  the  application  of  that.  The  next 
is  the  difficulty  of  collection,  which  of  course  is  im- 
portant especially  if  difficulty  of  collection  provides 
means  for  evasion,  or  suggests  them,  for  instance,  by 
leading  people  who  are  making  profits  in  this  country 
to  reside  abroad.  The  next  is  the  feeling  of  grievance 
which  is  particularly  keen  if  a man  finds  that  he  has  to 
pay  a tax  and  his  competitor  in  similar  circumstances 
has  not;  and  it  seems  to  me  that  the  considerations 
of  natural  justice  or  theoretical  principle  are  to  be 
placed  after  those  other  considerations,  and  a long 
way  down.  Do  you  think  my  enumeration  is  com- 
plete?— Yes,  I think  you  fairly  represent  the  factors 
which  will  decide  the  point  to  which  you  can  go 
economically  in  the  matter  of  taxation  without  a tax 
destroying  itself.  It  is  quite  obvious  that  the  point 
at  which  a man  will  be  tempted  to  evade,  or  the 
point  at  which  he  will  say,  “ the  net  return  on  this 
saving  is  so  small  that  I shall  not  save,”  or,  “the 
net  return  on  this  working  is  so  small  that  I shall  not 
work,”  depends  in  the  last  resort  on  the  psychology  of 
the  man,  his  attitude  to  the  State,  and  the  extent  to 
which  he  is  impressed  by  the  needs  of  the  country  for 
revenue ; it  must  depend  on  the  state  of  public  feeling. 
A nation  that  is  intensely  patriotic  in  the  majority  of 
its  individuals  and  prepared  to  shoulder  its  burdens, 
will  go  working  and  bearing  tax  to  a much  higher 
extent  than  a nation  that  is  sullen  and  discontented 
about  it.  Of  course,  on  the  question  of  the  point 
at  which  saving  is  checked  from  an  economic  point  of 
view,  it  is  extraordinarily  complex,  and  one  cannot 
summarise  it  in  a sentence.  The  motives  that  actuate 
people  in  saving  are  so  varied  that  a diminishing  rate 
of  interest  to  them  will  have  very  varied  effects. 
Some  men  will  have  to  save  more,  and  will  save  more, 
because  the  rate  is  diminishing;  other  men  will  save 
less.  It  all  depends  on  the  objects  and  motives  of 
saving,  so  that  when  you  say  that  a diminishing  rate 
of  net  interest  diminishes  the  total  saved  funds  of  the 
country,  that  is  only  a net  balance  on  a variety  of 
results;  a certain  proportion  of  that  saved  fund  will 
be  increased  by  that  very  cause,  but  perhaps  a larger 
proportion  will  be  decreased. 

9639.  Almost  pure  guesswork,  is  it  not? — I think 
not.  If  one  divides  the  human  motives  that  go 
towards  making  up  the  whole  saved  fund,  one  will  see 
that  some  of  them,  such  as  saving  against  a definite 
contingency  in  the  future,  will  have  to  be  larger  in  the 
gross  sum  if  the  net  is  smaller,  to  achieve  the  result; 
whereas  other  saving  that  is  out  of  surplus  of  income, 
and  is  made  with  a desire  to  get  large  future  income, 
would  be  diminished  if  the  value  of  the  future  is  un- 
duly diminished  compared  with  the  present.  The 
question  is,  which  of  those  two  sections  is  the  larger 
contributor  to  the  total  saved  fund — probably  the 
latter ; and  in  that  connection  one  has  also  to 
remember  that  in  the  total  saved  fund  there  is  a very 
large  section- — the  largest  section — that  is  never  sub- 
ject to  individual  psychology  at  all,  namely,  the 
reserves  of  public  companies,  and  the  large  sums  of 
profits  put  aside  by  corporate  bodies  where  the  joint 
wisdom  of  the  directors,  with  the  desire  to  improve 
their  business  or  to  take  advantage  of  profitable  open- 
ings, completely  overcomes  any  individual  feeling 
about  it  not  being  worth  while.  Since  getting  on  for 
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nearly  half  the  saving  of  the  country  is  made  col- 
lectively like  that,  it  does  not  follow  that  an  increased 
rate  of  taxation  of  a shilling  or  two  shillings  over  and 
above  a particular  figure  will  have  anything  like  a cor- 
responding effect  by  way  of  reducing  the  total  saved 
fund. 

9640.  That  bears  upon  another  proposition  I was 
going  to  put  to  you.  The  feeling  of  grievance  that  a 
man  has  in  paying  his  tax  is  really  a very  important 
one,  is  it  not,  because  a man  will  very  often  nourish 
a grievance  and  refuse  to  work  because  of  a grievance, 
even  though  the  grievance  turned  into  money  value  is 
a very  small  one? — It  is  just  the  difference  of  degree 
between  a man  who  has  a sharp  temper  and  one  who 
has  a sullen  temper.  If  it  is  a feeling  of  grievance  at 
the  moment,  and  the  man  goes  away  and  forgets  all 
about  it  and  works  just  as  hard,  one  does  not  mind 
very  much ; that  is  natural  to  everybody ; but  if  it  is 
the  sullen  temper  that  nourishes  the  grievance 
throughout  the  year  it  has  a most  important  effect. 

9641.  Perhaps  my  experience  is  a limited  one,  but  I 
have  very  frequently  noticed  that  a man  will  insist 
on  litigation,  although  you  point  out  to  him  that  the 
sum  at  stake  must  inevitably  be  lost  if  he  is  successful ; 
and  he  has  his  risk  besides? — True;  but  the  difference 
between  litigation  and  the  grievance  against  the  State 
is  that  litigation  very  often  has  its  origin,  in  my  judg- 
ment— I speak  under  your  correction — in  certain  per- 
sonal feelings  such  as  not  being  bested  by  the  other 
man.  A man’s  grievance  against  an  impersonal  entity 
like  the  State  is  rather  of  a different  order,  and  I 
should  hesitate  to  base  much  upon  the  parallel  that 
you  draw. 

9642.  Now,  may  I take  firstly  your  “ Double  Income 

Tax  and  control,”  beginning  with  paragraph  3.  Have 
you  left  Super-tax  out  of  account  altogether  in  this 
and  the  following  paragraphs? — No.  I am  putting 

Super-tax  there  as  an  integral  part  of  the  system  of 
taxation  as  a whole,  regarding  the  whole  of  our  tax 
as  a graduated  tax  from  the  bottom  to  the  top,  and 
the  Super-tax  merely  as  a method  of  machinery. 

9643.  I was  not  quite  clear,  but  now  I understand 
that.  Where  you  are  dealing  with  a business,  of 
course,  you  cannot  well  deal  with  Super-tax,  because 
the  business  does  not  pay  Super-tax ; a company  does 
not  pay  Super-tax? — No.  In  that  theoretical  portion 
at  the  beginning  I am  thinking  entirely  of  the  burden 
upon  the  individual,  when  the  business  has  trans- 
ferred it  to  him. 

9644.  But  are  you  not  sliding  off  as  you  go  along 
from  the  individual  who  does  pay  Super-tax  and  pays 
on  his  personal  total  income,  to  the  position  of  the 
company? — Certainly  I am. 

9645.  The  company  which  is  earning  part  of  its 
income  here  and  part  of  it  abroad? — Certainly  I am, 
when  I come  to  the  practice,  as  distinct  from  the 
pure  theory.  The  pure  theory  in  paragraph  3 is . 
Utopian  in  the  present  state  of  the  world.  It  would 
need  international  commissions  of  a quite  unthink- 
able kind  to  carry  it  out  effectively,  and  therefore 
it  is  when  it  comes  to  the  practice  that  I begin  to 
deal  with  the  only  tangible  thing  that  one  can  get 
hold  of — the  business  making  a profit. 

9646.  Unless  you  merge  your  Super-tax  in  your 
Income  Tax? — Even  if  you  did  that  on  the  individual 
(you  could  not  do  it  on  the  company,  of  course)  you 
would  still  have  to  consider  the  problems  of  where 
the  individual  got  his  inoome  from,  -and  you  would 
have  to  study  the  situation  of  the  company  and  how 
it  made  its  profits,  in  order  to  answer  that  question, 
[f  an  individual,  for  instance,  has  as  part  of  his 
income  of  £20,000,  £100  <a  year  from  a certain  com- 
pany, if  it  is  to  be  treated  according  to  strict 
principle  as  to  the  question  of  how  much  is  earned 
abroad  controlled  from  this  country,  you  still  have 
to  consider  the  whole  facts  of  that  company. 

9647.  I only  want  to  appreciate  what  your  sugges- 
tion is.  In  seeking  to  differentiate  between  portions 
of  an  income  earned  here  and  abroad,  and  retained 
here  and  paid  to  non-residents,  as  things  stand  at 
present  it  must  be  impossible  to  deal  with  the  Super- 
tax ; are  you  suggesting  that  it  is  possible? — Oh,  yes, 
just  as  the  company  that  has  been  subject  to  some 
such  manipulation  as  this  in  its  assessment  knows 
what  proportion  of  the  gross  or  aggregate  normal  rate 
it  has  been  relieved  from,  so  on  its  total  distribution 
to  an  English  shareholder,  it  can  show  the  fact  on  its 


dividend  warrant,  and  whatever  can  be  shown  on  a 
dividend  warrant  can  be  aggregated  in  that  form,  on 
the  total  income  return.  It  is  not  free  from  practical 
difficulty,  of  course,  but  it  could  be  done.  Elaborate 
things  can  be  done  on  an  individual  return. 

9648.  The  principle  you  suggest  for  us  to  deal  with 
is  that  you  should  distinguish  between  the  origin  tax 
and,  is  it  the  residence  tax — would  that  phrase  do? — 
No;  I should  hesitate  to  say  that  in  practice,  and  in 
the  present  situation  of  the  country’s  finances,  I 
should  go  as  far  as  that.  I only  say  it  is  useful  to  see 
where  in  abstract  principle  one  might  be  led ; but  in 
actual  practice  now,  as  we  stand,  one  has  got  to  be 
very  chary  of  taking  up  anything  that  is  beyond  the 
powers  or  demands  of  the  moment.  Although  there 
should  be  something  done  in  the  matter  of  control  or 
of  Double  Income  Tax,  it  should  be  of  a far  less 
drastic  character  than  that  would  lead  to.  In  para- 
graph 5 I merely  say  that  I have  brought  out  this 
abstract  principle  in  order  to  throw  it  over  for  the 
most  part,  but  it  may  be  of  UBe  in  distinguishing 
between  the  empirical  and  quite  conventional  methods 
that  you  may  be  considering  at  the  present  moment. 
I just  elaborate  two  of  those  methods  and  say  that  if 
you  were  in  doubt  as  to  the  nature  of  them  you  can  sav 
that  the  principle  that  you  have  enunciated  justified 
the  second  one,  if  you  wish  to  adopt  it.  I am  not 
setting  forward  there  that  you  should  adopt  division 
into  origin  and  residence  as  an  actual  practice  to-day, 
by  any  means. 

9649.  What  do  you  say  as  to  the  general  proposi- 
tion— I know  it  is  here,  but  perhaps  you  would 
summarise  it  with  regard  to  this  particular  question— 
to  exempt  foreign  shareholders  in  English  resident 
companies  from  taxation  upon  incomes  which  are  pro- 
duced abroad? — I think  that  that  would  be  one  of 
the  best  solutions  of  the  present  difficulty.  It  is 
difficult  because  of  the  confusion  of  words  between 
profits,  dividends,  reserves  and  so  on,  to  express 
exactly  what  I mean  in  words,  so  I have  prepared  a 
rough  diagram ; I do  not  know  whether  you  can  see 
it  from  that  distance?  (Produces  diagram.)  I" See 
Appendix  No.  22.] 

9650.  Yes,  I can  see  it  quite  well? — Let  that  circle 
represent  the  profits  of  the  company  resident)  in 
England,  the  white  part  representing  the  profits  made 
in  Australia,  we  will  say,  and  the  shaded  part  the 
profits  made  here.  Of  course,  those  are  profits;  the 
question  comes,  what  are  the  dividends?  Let  this 
narrow  strip  represent  the  reserve,  part  of  it  out  of 
the  Australian  profits  and  part  of  it  out  of  the 
British,  leaving  in  the  part  not  covered  by  this  slip 
the  sum  available  to  be  distributed  in  dividends. 

9651.  The  centre  is  the  reserve? — The  centre  is  the 
reserve,  yes;  proportionately  out  of  the  two  profits. 
That  third  slip  introduces  the  idea  of  different  share- 
holding. The  cross-lined  portion  represepts  the 
Australian  shareholders,  and  the  portion  not  covered 
by  this  cross-lined  slip  represents  the  British  share- 
holders. You  have  there  present  all  the  elements 
that  you  have  to  work  upon,  and  there  are  all 
sorts  of  combinations  and  permutations  of  those 
elements.  You  can  have  many  solutions  of  them,  and 
here  are  four.  [.S'ee  Appendix  No.  22.]  You  can 
say,  “We  are  out  to  give  the  most  that  we  think  we 
can  give  ” ; that  one  ( pointing  to  the  third)  would  be 
the  most.  The  black  portion  represents  what  you  give 
up  as  compared  with  the  present  situation ; that  is, 
you  charge  only  the  dividends  paid  to  the  British 
shareholders.  That  represents,  of  course,  everything 
belonging  to  foreign  shareholders.  If  you  charge  the 
dividends  paid  to  British  shareholders  you  cut  out 
the  reserves  and  you  get  the  dividends  paid  out  of 
English  profits:  to  British  shareholders,  and  the  divi- 
dends paid  out  of  Australian  profits  to  British  share- 
holders ; all  the  rest  represents  the  sacrifice  to 
the  Revenue.  That  (number  3)  represents  a 
sort  of  maximum  position  to  which  you  can 
come.  This  first  represents  the  sort  of  minimum  con- 
cession you  can  make  having  regard  to  the  present 
exigencies  of  the  Exchequer,  and  in  that  you  charge 
everything  except  the  dividends  paid  out  of  profits 
made  abroad  to  people  resident  abroad.  There  are 
the  dividends  as  distinct  from  the  reserve.  That  is 
out  of  foreign  profits,  and  that  is  to  the  Australian 
resident.  This  method  seems  to  me  to  be,  on  the 
question  of  control,  one  of  the  least  expensive,  and 
it  concedes  the  principle  for  the  most  part  as  far  as 
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it  is  desired.  Something  like  that  is  the  sort  of  thing 
I should  think  might  be  done.  Here  (pointing  to 
number  2)  you  have  what  I mention  as  (b)  in  para- 
graph 4 of  my  evidence-in-chief,  namely,  a charge  in 
lull  on  everything  except  the  profit  made  abroad 
which  is  applicable  to  foreign  shareholders,  and  on 
that  a charge  of  a small  nominal  rate,  having  regard 
to  the  English  control  in  London ; I have  cross-lined 
it  there  to  show  you  are  not  charging  the  full  rate ; 
that  is  the  Second  alternative.  And  that  charge  I say 
on  the  abstract  principle  I first  sketched  out  would 
be  defensible  in  principle — not  very  cleai'ly,  but  still 
it  is. 

9652.  Mr.  Marks : You  include  the  reserves  in  that? 
— I include  the  reserves  in  that. 

9653.  Mr.  Manville:  The  Australian  part  of  the 
reserves,  or  the  Colonial  part  of  the  reserves? — Yes. 

9654.  Mr.  Kerly : Why  do  you  do  that;  why  does 
not  your  second  diagram  follow  the  first? — Only  that 
I wanted  to  make  it  a little  more  distinct  than  merely 
charging  the  same  thing  at  a reduced  rate,  and  show 
that  the  whole  of  the  profits  accruing  to  the  foreign 
shareholders  apart  from  the  dividends  owe  some  sort 
of  respect  to  this  country. 

9655.  Mr.  McLintock : No.  1 is  just  paying  the 
actual  dividend  free  of  tax? — Yes,  so  far  as  it  is 
earned  abroad. 

9656.  The  other  is  profits  plus  the  reserve? — The 
other  is  profit  made  abroad  applicable  to  foreign 
people  charged  at  a reduced  rate.  The  last  one  on  the 
diagram  is  another  alternative,  that  is  charging 
everything  except  the  dividends  paid  to  foreigners, 
whether  from  Great  Britain  or  from  abroad.  That  is 
rather  more  generous  to  them  than  the  first  one.  It 
adds  not  only  the  foreign-origin  dividend,  but  the 
British-origin  dividend.  You  can  make  every  kind 
of  variant,  of  course,  in  those  factors.  It  perhaps 
helps  the  eye  a little  in  discussing  rather  complex 
details. 

9657.  Mr.  Kerly : It  occurs  to  me  that  you  might 
mar  the  extreme  simplicity  of  those  diagrams  by 
making  a provision  for  tax  paid  in  the  country  of 
origin? — Certainly;  this  is  only  dealing  with  the 
question  of  control.  If  you  are  going  to  introduce  the 
question  of  double  taxation  as  well,  I hesitate  to  say 
whether  you  can  get  that  in  diagram  form  at  any 
rate. 

19658.  I do  not  know — with  a little  more  paint  per- 
haps, or  you  might  perhaps  have  cut  off  a part  of 
your  right-hand  circle  for  the  amount  which  is  ab- 
stracted by  taxation  in  the  country  of  origin? — If 
you  are  only  thinking  of  the  amount  paid  as  tax  as 
a deduction  from  profits,  I agree ; but  if  you  are 
thinking  as  an  allowance  of  tax  against  tax,  then  I 
think  you  have  got  a problem  in  three  dimensions. 

9659.  You  are  quite  right;  I was  confusing  it.  I 
think  I have  exhausted  it,  but  I am  going  on  if  I 
may  to  the  question  of  agency.  Would  you  kindly 
turn  to  your  paragraph  8.  The  greater  part  of  the 
difficulty  vith  regard  to  this  question  has  arisen,  has 
it  not,  from  the  alteration  by  which  we  now  charge 
all  foreign  income  of  British  residents  whether  it  is 
brought  into  this  country  or  not? — You  think  the 
difficulties  under  paragraph  8 arise  through  that? 

9660.  Yes? — I do  not  quite  see  why.  That  seems  to 
be  another  problem ; it  is  rather  the  question  of  what 
we  tax  British  residents  for  incomes  abroad  as  com- 
pared with  other  residents  in  this  country  with  no 
such  income. 

9661.  The  agency  trouble  is  the  trouble  of  the 
foreigner  carrying  on  business  here? — Yes. 

9662.  One  great  difficulty  about  not  doing  that  is 
that  the  British  resident  who  is  carrying  on  business 
between  a foreign  country  and  this  country  feels  a 
very  bitter  grievance? — Ah,  yes;  on  the  reciprocal 
element  of  it. 

9663.  That  is  the  nexus  between  the  two  things.  Of 
course,  the  magnitude  of  the  tax  made  a great  differ- 
ence, but  apart  from  that  that  grievance  was  not  so 
bitterly  felt  until  we  began  to  tax  unremitted  income? 
—Well',  you  substitute  one  grievance  for  another. 

9664.  Whether  it  is  relevant  to  this  passage  or  not, 
would  you  tell  me  whether  in  your  view  any  very 
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substantial  return  has  come  to  the  Revenue  by  taxing 
unremitted  income? — Well,  at  the  time  it  was  intro- 
duced, just  before  the  war,  the  estimate,  if  I remember 
rightly  was  that  there  were  about  20  millions  of  in- 
come to  be  taxed  that  would  come  within  the  scope  of 
the  tax.  I do  not  know  how  far  that  estimate  has 
been  justified  in  practice  in  the  tax  that  we  have  got. 

9665.  About  six  or  seven  millions  in  tax? — At  an 
average  rate  of  6s.,  yes. 

9666.  It  has  introduced  great  discontent,  and  it  has 
been  a very  serious  handicap  to  British  companies 
carrying  on  business  abroad,  has  it  not,  because  it 
has  diminished  their  opportunity  of  piling  up  reserves 
and  so  developing  their  businesses? — It  has  given 
them  a grievance,  but  it  has  relieved  the  other  people 
(who  formerly  had  the  grievance)  of  their  grievance; 
it  is  merely  a substitution  of  one  grievance  for  an- 
other. 

9667.  A grievance  of  some  other  people? — The 
people  who  did  bring  the  whole  of  their  income  home, 
and  had  to  do  it,  naturally  had  a grievance  against 
the  others.  There  was  equal  taxable  capacity,  and 
yet  they  were  being  very  differently  treated  in  taxa- 
tion. 

9668.  Now  will  you  turn  to  the  suggestion  about 
substituting  one  year’s  income  for  three  years’ 
average;  would  you  tell  me  what  you  consider  are 
the  leading  advantages  of  that  alteration? — Are  you 
referring  to  paragraph  13? 

9669.  Yes? — -You  are  now  referring  to  the  whole 
elimination  of  averages  for  computation  of  business 
profits,  I take  it? 

9670.  No. — You  are  thinking  now  of  methods  of 
getting  at  the  net  liability  of  the  individual? 

9671.  Yes? — What  are  the  leading  objections? 

9672.  Yes,  to  a three  years’  average  instead  of 
taking  the  last  year’s  income? — The  leading  objections 
to  taxing  a business  on  a previous  year — 

9673.  A business  or  an  individual? — The  individual 
carrying  on  business — you  are  not  regarding  his 
composite  income  from  all  sources? 

9674.  No,  I know;  except  for  Super-tax  purposes 
that  does  not  come  into  it? — I think  on  the  whole 
there  are  more  advantages  in  the  taxation  on  the 
previous  year’s  income  for  a business  than  on  the 
three  years’  average. 

9675.  I want  you  to  tell  me  why;  I hold  the  same 
view,  but  I should  like  you  to  tell  me? — The  first  is 
that  if  the  average  is  rising,  the  man  is  clearly  pay- 
ing less!  tax  than  his  taxable  capacity  at  the  moment 
justifies,  and  he  is  paying  as  it  were  less  than  can 
be  fairly  demanded  of  him  at  that  moment.  He  is 
getting  some  advantage  at  the  expense  of  the  Ex- 
chequer. But  if  it  is  falling  he  can  always  make  his 
grievance  felt  that  at  a given  moment  he  is  being 
asked  for  too  large  a slum  in  his  current  circum- 
stances ; that  is  to  say  current  circumstances  are 
pleaded  in  his  favour  when  it  pays  him  to  plead  them 
in  his  favour;  but  they  are  not  pleaded  in  favour  of 
the  Revenue  in  the  contrary  direction.  If  you  have 
an  average  you  are  nearly  always  compelled  to  have 
elaborate  provisions  for  any  circumstances  of  the  year 
or  of  the  last  year,  which  may  be  different  from  the 
circumstances  that  brought  about  the  high  average, 
You  get  provisions  for  relief,  but  you  do  not  get 
corresponding  provisions  helping  the  Revenue.  If 
you  tax  on  the  previous  year  the  amount  of  tax 
has  a much  closer  association  with  the  man’s  pros- 
perity in  its  immediate  vicinity  in  time.  If  he  has 
had  a very  good  year  he  is  pretty  happy,  and  he  does 
not  mind  paying  a fair  amount  of  tax ; while  if  he 
has  had  a bad  year  the  demand  on  him  is  small.  In 
the  case  of  a company  which  makes  its  tax  reserves 
and  has  impersonal  feelings  it  does  not  matter  nearly 
so  much ; it  is  in  the  case  of  the  individual  that  it 
does  matter.  There  are  considerable  difficulties  in 
bringing  it  in  in  practice,  as  you  know  from  reading 
the  discussions  in  1905,  the  difficulties  being  to  find 
a satisfactory  bridge  between  the  two  systems.  But 
if  you  can  get  over  that  at  the  dtart  I can  see  no 
objection. 

9676.  You  think  the  difficulties  are  substantially 
transition  difficulties  only? — Yes,  with  this  further 
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proviso,  that  the  average  system  does  help  you  to 
work  off  the  losses  automatically  except  where  they 
are  so  large — as  they  may  be  iu  the  cotton  industry, 
a very  highly  fluctuating  industry — that  you  get  a 
minus  average.  If  you  have  a minus  average  you  lose 
that  particular  element  for  all  time,  but  provided 
that  the  other  two  years  against  .which  you  are 
deducting  the  loss  are  sufficiently  large  you  succeed  in 
getting  your  loss  worked  off  in  the  averages. 

9677.  Providing  three  years  is  a sufficiently  long 
period? — Certainly.  If  you  have  a five  years’  average 
(as  for  coal  mines)  you  might  get  fewer  minus 
averages.  Of  course  one  would  have  to  have  some 
provision  in  the  one  year  basis,  for  carrying  forward 
over  a certain  length  of  time,  a year  of  loss. 

9678.  Would  it  not  bo  practicable  to  carry  forward 
losses  not  for  a limited  period  but  for  an  indefinite 
time? — That  would  be  in  the  discretion  of  the  Legis- 
lature, as  to  whether  it  was  necessary  to  go  right 
through  to  the  bitter  end,  or  whether  it  should  be 
stopped  at  three  years.  The  Revenue  might  say : 
“ we  do  not  want  you  to  get  any  advantage  you  have 
not  now  got,  and  therefore  we  shall  limit  you  to  a 
three  years’  set-off.” 

9679.  Mr.  Walker  Clark:  Or  some  other  period? — 
Or  some  other  period. 

9680.  Mr.  Kerly : With  regard  to  husband  and  wife, 
paragraph  14,  you  make  a suggestion  which  is  new,  I 
think,  that  you  should  lump  incomes  of  people  who 
are  unmarried  couples  living  together? — Well,  my 
own  personal  resentment  against  the  particular  argu- 
ment that  is  used,  that  the  present  system  is  a pre- 
mium on  immorality  and  so  on,  is  rather  strong;  and 
I think  it  would  be  one  way  of  closing  the  argument 
if  the  law  were  such  that  if  they  did  live  together  like 
that  they  would  be  no  better  off  from  the  point  of 
view  of  taxation  than  if  they  were  married.  Even 
if  you  could  not  do  it  in  practice,  I do  not  see  any 
harm  in  making  it  competent  in  principle. 

9681.  It  struck  me  that  your  second  paragraph  of 
14  has  merely  an  argumentative  value  ? — Well,  at  any 
rate,  I should  regard  it  as  *a  happy  accident  if  the 
words  of  the  Act  had  been  such  that  they  did  not 
specifically  refer  to  married  people,  but  people  living 
together  as  though  they  were  married. 

9682.  Such  associations  are  by  nature  casual,  and 
if  they  were  casual  you  could  not  enforce  your  pro- 
vision?— No,  I might  not  be  able  to  enforce  my  pro- 
vision, but,  on  the  other  hand,  these  people  could  no 
longer  flaunt  it. 

9683.  Now,  with  regard  to  the  allowance  for  wives, 
you  say  in  paragraph  16:  “In  both  cases  it  may  be 
alleged  that  the  rich  man’s  wife  is  being  treated  as 
if  she  were  ‘ worth  more  ’ the  real  proposition  is 
if  she  costs  more,  is  it  not?— I do  not  think  the  person 
who  makes  the  allegation  will  look  upon  it  on  the 
basis  of  “ costing  more.” 

9684.  The  whole  of  these  paragraphs  16  and  16 
ought  to  be  read,  ought  they  not,  together  with  the 
second  part  of  paragraph  27.  You  say  you  do  not 
carry  this  principle  that  you  are  talking  of  in  para- 
graph 27  so  far  as  to  distinguish  between  two  incomes 
of  £500,  one  of  which  is  going  to  a man  who  is  always 
hard-up  because  he  happens  to  be  on  the  edge  of  the 
social  group,  and  so  on,  and  another  one  who  is  at  the 
bottom  of  the  social  group  instead  of  the  top ; that  is 
the  real  corollary  to  your  paragraphs  15  and  16,  is  it 
not? — You  are  thinking  of  two  incomes  of  equal 
amount,  which  are  going  to  people  who  are  in  different 
circumstances,  one  of  whom  could  afford  easily  out  of 
that  by  his  circumstances,  and  the  other  one  could  not, 
the  payment  of  a given  sum  of  tax ; hut  the  question 
involved  in  paragraph  15  is  perhaps  rather  the  com- 
parison of  two  incomes  at  different  points  in  the  scale, 
which  is  most  difficult.  The  point  I would  make  is 
that  you  must  go  on  the  quantitative  facts ; you  cannot 
get  any  further  in  a practical  world. 

9685.  But  the  real  test  would  be  this : if  you  were 
going  to  tax  husband  and  wife  according  to  their 
ability  you  have  to  consider  what  is  the  cost  of  the  wife 
to  the  husband? — Not  the  actual  social  cost,  hut  the 
subsistence  cost. 


9686.  At  what  level  do  you  propose  to  put  that?  1 
did  not  quite  follow  your  proposition,  probably 
because  I read  it  hurriedly.  Do  I understand  you  to 
suggest  that  there  should  be  a fixed  allowance  all 
through  the  scale,  not  a proportionate  allowance  at  all, 
but  a fixed  allowance? — There  is  a good  deal  to  bo  said 
for  different  views,  but  I think  the  balance  of  ad- 
vantage is  to  treat  it  as  a fiat  allowance.  If  £160  is 
the  minimum  of  subsistence,  treat  that  as  an  allow- 
ance up  to  the  point  in  the  scale  where  it  begins  to 
be  insignificant. 

9687.  Will  you  turn  on  to  the  mineral  properties, 
paragraph  19.  You  make  a point,  which  is  sufficiently 
clear,  that  you  think  nothing  should  be  allowed  for  the 
gift  of  nature  which  is  found  in  the  unworked  mineral 
in  the  ground? — Yes,  I think  that  is  a highly  suitable 
subject  for  taxation. 

9688.  If  you  do  make  an  allowance  for  the  life,  as 
you  suggest  you  must  because  of  foreign  competition 
in  the  case  of  a foreign  mine — that  is  your  suggestion, 
is  it  not?  In  the  case  of  a foreign  mine  worked  by 
an  English  company  you  would,  if  1 follow  you,  make 
an  allowance  for  the  cost  of  the  mine? — Balancing 
theory  and  practice  together,  I am  inclined  to  say,  no, 
I would  not  at  this  present  juncture.  There  is  a 
theoretical  case  for  it,  but  I do  not  think  there  is  a 
strong  practical  case.  I do  not  think  I would  go 
so  far  as  to  do  it;  I would  leave  that  alone. 

9689.  But  if  you  do  that  you  would  have  to  deal  with 
the  price  paid  by  the  first  resident  purchaser? — Yes,  I 
think  that  is  the  point  at  which  to  start. 

9690.  You  would  disregard  any  inflation  of  that 
price  in  subsequent  flotation  and  manipulation?— 
Certainly.  One  would  assume  that  at  each  inflation 
the  burden  had  been  passed  hack  to  a person  who  is 
within  the  ambit  or  jurisdiction  of  British  taxation. 

9691.  As  a matter  of  fact  that  is  a very  important 
qualification,  is  it  not? — Yes,  it  considerably  cuts 
down  the  area  of  allowance. 

9692.  And,  judging  from  what  the  public  now  sees, 
at  any  rate  in  the  case  of  most  foreign  mines,  the 
mine  is  first  of  all  bought  at  a relatively  small  price 
and  afterwards  passed  on  to  the  actual  working  com- 
pany at  a much  enhanced  price? — By  British  people 
or  by  persons  within  the  area  of  taxation.  That  is 
why  I think  the  problem,  even  in  theory,  gets  down  to 
a comparatively  small  one,  small  even  on  the  princi- 
ple. and  not  worth  the  great  complication  in  practice. 

9693.  I am  now  going  on  to  wasting  assets.  In 
seeking  for  simplicity  in  taxation,  simplicity  would  bo 
found  if  you  taxed  a trader  or  a manufacturer  merely 
upon  the  profits  which  he  distributed.  You  would 
then  get  out  of  all  trouble  about  wasting  assets  and 
other  matters? — Yes;  you  are  speaking  of  that 
particular  point. 

9694.  Would  you  not  get  out  of  all  difficulties 
about  wasting  assets  and  the  connected  difficulties? — 
If  you  take  the  profits  he  distributes? 

9695.  If  he  chooses  to  make  a distribution  of  profits, 
you  could  assume  that  he  has  made  a proper  pro- 
vision for  himself,  whether  reserve  or  otherwise? — 
An  affirmative  answer  to  that  might  lead  me  into 
difficulties  about  reserves  made  for  other  purposes; 
on  this  particular  point  about  the  wasting  asset  there 
is  a good  deal  to  be  said  for  it. 

9696.  I should  like  to  have  your  answer.  What 
reserves  would  you  distinguish? — Even  if  you  were 
prepared  to  allow  the  wasting  asset? 

9697.  Serious  assets;  mine  shafts?— If  you  were  pre- 
pared to  allow  those,  doing  it  by  means  of  taxing  only 
the  dividends  a mine  paid,  you  would  then  be  up 
against  the  other  difficulty  of  the  accumulation  of 
profits  of  an  ordinary  character  which  you  should  tax. 
Therefore  I should  hesitate  to  say  that  you  could  do 
the  one  by  reference  to  dividends  without  stepping 
into  practical  difficulties  over  ordinary  reserves. 

9698.  I will  tell  you  at  once,  I assume  it  is  quite 
impossible  to  do  this,  for  revenue  reasons  or  because 
of  the  loss  or  something  or  other,  hut  it  would  assist 
me  if  I could  get  your  view? — If  there  was  no  other 
allied  problem  you  might  achieve  this  by  taxing  divi- 
dends only;  with  this  exception.  It  is  a practice  in 
some  mining  groups  frankly  to  say:  “ we  make  no 
provision  for  the  capital  at  the  end  of  the  life  of  the 
mine;  you  are  getting  it  all  back  now,”  and  to  declare 
in  dividends  really  the  corpus. 
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9699.  That  is  undesirable  in  the  public  interest,  is 
it  not  P— Not  so  long  as  everybody  knows  what  is 
being  done. 

9700.  The  mine  will  come,  as  we  know  has  often 
happened,  to  an  untimely  end,  because  the  company, 
having  still  a workable  property,  has  no  means  of 
workino-  it  if  it  has  kept  nothing  on  hand  foi  sub- 
sequent necessary  capital  expenditure?— If  you  we 
thinking  of  capital  expenditure  in  the  sense  of  plant 
and  equipment  of  the  mine,  certainly  j but  if  you  are 
thinking  merely  of  bo  much  of  the  original  capital 
cost  of  the  mine  as  will  be  lost  at  the  end,  I say  tha 
if  it  is  the  general  custom  and  thoroughly  understood 
that  it  should  be  returned  to  the  shareholder  in  the 
form  of  a terminable  annuity,  one  cannot  say  that  in 
abstract  principle  it  is  immoral  or  anything  like  that. 

I think  on  the  whole  it  is  better  to  conserve  the 
capital,  because  if  the  company  retains  the  capital  and 
has  it  in  hand  at  the  end  it  is  morelikeiytoremam 
as  economic  capital  than  if  you  hand  it  to  the  mdi- 
vidual,  who  will  spend  it  more  freely  if  he  receives  it 
in  driblets  periodically. 

9701.  If  you  did  anything  so  revolutionary  as  to  tax 
only  distributed  profits  you  would  have  to  provide  lor 
the  distribution  of  accumulated  profits.  It  is  a pro- 
blem one  must  consider.  You  will  have  to  deal,  for 
instance,  with  bonus  shares  which  represent  accu- 
mulated profits?— Certainly,  at  the  time  of  distnbu- 

tlO9702  Mr  McLintock : It  would  not  do  in  the  case 
of  private' firms?— You  would  be  up  against  con- 
siderable difficulties  in  the  case  of  private  firms,  or 
you  would  have  difficulties  in  the  case  of  private  com- 
panies, where  the  owners  never  take  any  money  out 
at  all  but  borrow  it  from  the  company  and  leave  it  on 
loan  until  they  die. 

9703  Sir  J Ilarmood-Banner : You  have  given  us 
very  much  to  digest  and  have  given  your  reasons  so 
very  fully  that  there  are  only  very  few  points  one  has 
to  ask  about.  In  paragraph  8 under  the  bead  of 
“ Agency  ” you  mention:  “ It  is  also  urged  that  the 
import  should  not  be  allowed  without  some  person 
being  nominated  who  can  be  treated  as  an  agent  by 
the  Revenue  for  the  purpose  of  dealing  with  the 
Income  Tax  question.”  Have  you  a very  strong 
opinion  that  that  would  be  undesirable?— Un  the 
whole  I do  not  think  anything  is  gained  by  it. 

9704  Would  not  the  effect  of  doing  that  be  that 
the  English  importer  or  British  importer  having  been 
recognized,  would  be  assessed  for  his  Income  Tax  on 
his  ordinary  British  trading,  and  the  foreign  im- 
porter, through  this  recognized  agent  whom  lie  would 
have  to  nominate,  would  then  be  called  upon  to  pay 
his  contribution  upon  his  trading  in  this  country,  and 
put  himself  on  an  equality  with  the  English  importer  ? 
—I  do  not  think  you  can  look  at  the  question  of 
equality  without  the  reciprocal  side  of  it  : wliat  is 
done  abroad  to  the  British  importer  to  the  foreign 
country.  The  thing  is  a matter  of  larger  policy  than 
the  comparison  of  two  individuals  on  this  s.  iou 
must  think  of  two  individuals  on  that  side  also ; and 
I rather  feel  that  some  kind  of  action  by  foreign 
countries  by  way  of  retaliation  might  ensue  on  too 
grasping  a policy  on  this  side. 

9705.  So  that  you  think  it  is  rather  for  that  reason 

—the  injury  it  would  do  to  our  own  business  abroad, 
than  on  the  argument  against  equality  as  between  the 
British  importer  and  the  foreign  importer?— I think 
if  you  are  attempting  to  get  exact  equality  between 
A and  B on  this  side  with  regard  to  goods  coming 
here  before  you  do  that  you  must  consider  what  would 
happen  if  there  wore  similar  action  by  the  foreign 
country  in  regard  to  C and  D on  goods  going  into 
their  country.  . . , 

9706.  Is  it  not  the  fact  that,  for  instance,  m 
America  they  do  require  a recognized  agent  and  they 
do  require  that  recognized  agent  to  divide  up  the 
profit  that  he  has  made  by  trading  in  America  and  the 
profit  he  has  made  by  the  creation  of  the  material  in 
his  own  country ; and  that  Australia  and  several  other 
places  do  the  same?—1 The  law  may  require  it. 

9707.  And  in  addition  there  is  import  duty?— The 
law  may  require  it,  but  I am  afraid  that  legal  infant 
is  still-born ; at  any  rate  it  has  not  shown  much  sign 
of  consciousness  yet  in  practice.  It  is  like  a great 


many  of  the  provisions  in  the  American  Act  ; no.hing 
substantial  has  yet  come  of  them.  They  are  put  there 
in  the  hope  that  they  will  be  workable. 

9708.  Is  not  that  because  it  is  only  in  its  infancy, 
in  its  nursing  stage,  and  as  it  gets  stronger  it  will 
be  collected  in  a more  effectual  way? — No  doubt 
American  administration  wall  be  stronger  as  time  goes 
on,  but  they  may  find  that  some  of  the  things  to  which 
they  put  their  hand  in  the  Act  will  still  be  unwork- 
able in  ten  years'  time. 

9709.  There  they  have  this  recognized  agent,  and  a 
payment  to  make  in  addition  to  ordinary  import 
duties? — That  is  the  theory,  but  I do  not  think  they 
are  getting  a dollar  out  of  it  yet.  In  this  country 
there  is  no  such  thing  as  a recognized  agent,  except 
under  those  last  Regulations  of  1915;  and  there  the 
argument  put  forward  is  that  there  are  all  sorts  of 
methods  of  distribution  preventing  it  being  effectual. 

9710.  If  there  were  a recognized  agent,  where  all 
these  matters  were  included,  would  not  that  bring 
him  under  the  purview  of  the  Income  Tax  so  that 
all  trading  matters  coming  from  abroad  would  be 
effectively  dealt  with,  and,  being  free  of  import  duties, 
it  would  be  one  method  of  getting  a very  considerable 
source  of  revenue? — There  is  no  doubt  that  by  impos- 
ing such  conditions  you  could  get  a larger  number  of 
agents  paying  Income  Tax ; but  I would  like  to  say 
I do  not  think  it  must  be  assumed  that  because  a 
thing  is  in  the  American  Act,  therefore,  it  proves 
anything  as  to  its  practicability,  either  in  this  country 
or  elsewhere,  at  present. 

9711.  As  you  put  it  at  the  end  of  the  paragraph: 

“ this  so-called  Income  Tax  becomes  very  little  dif- 
ferent from  a protective  import  duty.”  That  is  your 
view,  but  do  you  think  it  cannot  be  put  in  another 
way,  as  a method  for  providing  for  equality  of  treat- 
ment between  the  British  trader  where  he  is  abroad 
and  the  foreigner  who  comes  and  makes  use  of  this 
market  for  making  his  money? — Yes,  if  you  are 
looking  at  that  narrow  point  only,  you  may  leach 
that  goal  to  some  extent  by  this  method;  but,  in  the 
paragraph  you  are  dealing  with,  what  I am  looking  at 
is  the  economic  effect  of  imposing  a tax  that  is  not  in 
actual  fact  a tax  on  profits. 

9712.  I see  you  are  not  very  sympathetic  to  any 
effort  on  our  part  to  get  money  from  that  source?— 

I am  sympathetic  to  the  theory  of  it,  but  I think 
when  the  practical  considerations  are  considered  there 
is  not  much  in  it.  . 

9713.  Now  just  one  question  on  taxation  at  the 
source.  Who  was  responsible  for  paying  dividends 
on  War  Loan  free  from  taxation  at  the  source?  I do 
not  know  that  I ought  to  put  that  question ; the  only 
point  that  I wanted  to  get  at  was  this.  Has  not  that 
been  a very  inadvisable  method  and  created  very  great 
difficulties,  indeed,  to  all  parties  concerned  ?— I think 
I can  go  so  far  as  to  say  that  I do  not  think  the  Board 
of  Inland  Revenue,  within  my  knowledge,  recom- 
mended it  or  care  very  much  for  it. 

9714  In  paragraph  26  you  put  this : How  much 

more  difficult  is  it  for  one  man  to  say  that  ^ls  boot 
pinches  twice  as  much  as  another  person  s.  Have 
you  considered  the  fact  that  the  ideal  of  a commercial 
or  manufacturing  man  is  that  he  shall  be  able  to  pay 
a good  dividend  and  repay  his  shareholders  their 
capital,  and  that  when  you  have  got  this  reasoning 
about  the  boot,  and  rather  limited  methods  of  depre- 
ciation for  cost  of  shaft  sinking,  you  are  ignoring 
what  is  the  ideal  of  a manufacturer  or  commercial 
man?— You  think  there  is  something  different  between 
the  way  I present  the  thing  and  the  way  it  presents 
itself  to  tbe  merchant  or  manufacturer? 

9715  I think  so.  For  instance,  in  this  question  of 
an  enhanced  price  paid  in  purchasing 
property,  you  said  that  the  hrst  price  should  be  con- 
sidered as  the  capital,  and  any  further  additions  to 
that  price  should  not  be  allowed  in  any  way  Is  it 
not  the  fact  that  the  first  price  m mcsit  of  these 
foreign  mines  and  foreign  nitrate  works  or  othei 
works  is  the  price  given  before  the  W«®ental 
stage  has  been  adopted  for  ascertaining  whether  that 
property  is  worth  going  on  with.  For  iimtance  a 
man  going  out  to  a rubber  plantation  pays  : £5  °0C I for 
100,000  acres;  he  goes  out  and  spends  a lot  of  mo  y 
in  testing  it  and  he  comes  home  and  sells  vt  to  the 
shareholders  at  a good  deal  more  than  £6,000.  «ow 
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winch  is  the  true  price,  the  price  before  it  is  tested  or 
the  price  after  it  is  tested  and  its  value  ascer- 
tained? The  price  of  the  corpus  that  the  man  gets 
on  Ms  flotation  from  the  second  sale  of  course  must 
be  tlie  price  that  he  gets  less  all  his  payments  for 
proving  it.  But  I still  do  not  think  that  because  he 
has  taken  certain  risks  he  has  altered  the  character 
of  the  price.  He  has  not  shifted  it  on  to  anything 
else.  It  must  be  the  price  of  the  corpus.  Supposing 
that  he  buys  a thing  for  £100  and  sells  it  for  £100,000, 
a?d  ^as  spent  £20,000  in  proving  it,  there  is  a 
difference  of  £80,000.  The  question  is,  is  that  £80,000 
in  an  economic  sense  the  price  of  the  corpus?  You 
can  say,  if  you  like,  that  £30,000  was  his  remunera- 
tion for  taking  the  risk,  and  the  other  £50,000  is  the 
price  of  the  corpus  still.  The  remuneration  for  taking 
risk  is  also  chargeable  to  Income  Tax. 

9716.  If  I might  say  so,  as  regards  shaft  sinking 
on  all  mineral  property,  you  rather  deal  with  it  in  the 
same  way,  do  you  not,  that  depreciation  should  not  be 
allowed  on  any  portion.  In  mineral  shafts  and 
similar  works,  and  business  leaseholds,  terminable 
annuities,  life  interest,  and  a great  many  other  things, 
you  do  not  think  that  it  is  necessary  or  expedient 
to  make  allowances  in  reference  to  any  condition  of 
wasting  assets  in  those  properties? — I think  so,  if 
you  have  in  mind  the  relief,  of  the  trader  from  a 
differential  burden  that  he  is  now  said  to  be  bearing; 
because  I do  not  think  he  is,  generally  speaking, 
bearing  it;  he  thinks  he  is,  but  I do  not  think  he 
really  is. 

9717.  Is  not  that  rather  an  unsympathetic  view  to 
the  ordinary  man  who  deals  in  commercial  under- 
takings? Yes,  I frankly  think  that  his  views  are  not 
sufficiently  complete ; they  are  right  on  the  points  that 
he  is  dealing  with,  but  he  does  not  take  a large  enough 
conspectus. 

9718.  Then  you  take  the  tax-collector’s  view,  rather 
than  the  view  of  a commercial  man,  as  regards  these 
wasting  assets? — No,  I do  not  think  I should  label  my 
views  those  of  the  tax-collector. 

9719.  I do  not  put  it  offensively? — No.  I think 
you  might  find  a great  many  tax-collectors  who  took 
a more  commercial  view;  but  I think,  on  a little  more 
careful  examination  of  the  facts,  one  finds  it  is  not 
necessary  to  come  down  with  the  commercial  view  as 
a practical  proposition  for  altering  the  tax  at  the 
present  time.  It  would  be  far  better  if  shaft  sinking 
had  from  the  beginning  been  allowed  as  an  expense. 
The  price  of  the  product  would  have  been  a proper 
commercial  price.  The  position  is  this,  that  if  you 
are  altering  it  now,  you  are  not  altering  a real 
burden  that  is  upon  the  trade  itself,  but  you  are 
contributing  to  an  alteration  of  the  price;  you  are 
altering  the  price  of  the  commodity  at  the  expense  of 
the  present  yield  of  the  tax. 

9720.  And  because  you  would  be  altering  the  price 
of  the  commodity  you  would  not  grant  the  relief 
which  many  people  do  consider  necessary  for  writing 
off  wasting  assets  of  that  nature  ?— It  is  a hidden  tax 
in  the  produce  at  the  present  time,  which  we  ought  to 
be  thankful  we  have  got. 

9721.  Mr.  McLintock : On  the  question  of  taxation 
of  the  foroign  manufacturer ; do  you  agree  that  a tax 
on  turnover  has  no  relation  whatever  to  the  profit 
on  turnover? — Yes,  that  is  my  economic  objection 
to  it. 

9722.  He  may  quite  easily  be  selling  at  a real  loss 
to  himself? — Yes. 

9723.  The  suggestion  has  been  made  that  when  a 
foreign  manufacturer  sends  goods  to  this  country, 
there  are  really  two  profits;  there  is  a manufacturer’s 
profit,  and  there  is  a merchant’s  profit.  What  have 
you  to  say  with  regard  to  that  proposition  ?— I think 
that  theoretically  there  is  something  in  that,  but 
when  you  come  to  practice,  of  course  you  find  the  two 
merge,  and  very  often  a man  is  content  with  one 
profit. 

9724.  Is  l't  not  something  more  than  a theoretical 
profit  where  the  manufacturer  is  abroad?— Is  he  en- 
titled to  get  no  profit  in  his  own  country  for  his 
manufacturing  operations?— CleaHy,  yes.  I think 
that  in  a majority  of  cases  the  profit ‘would  be  divisible 
into  two. 
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9725.  It  is  contended  by  foreign  manufacturers  that 
it  is  only  the  merchant  who  should  be  taxed  in  this 
country?  Yes,  I think  there  is  a good  deal  of  justice 
m that  view. 

9726.  They  should  clearly  be  given  the  right  to  pro- 
duce accounts,  if  they  will?— Clearly. 

9727.  As  an  alternative  to  a tax  on  turnover? Yes, 

clearly  as  an  alternative  to  any  conventional  tax. 

9728.  You  would  agree,  also,  would  you  not,  to  give 
hem  some  percentage  on  profit  as  manufacturers  in 
their  own  country?— To  leave  that  out  of  the  ambit  of 
taxation,  yes. 

I will  give  you  an  actual  illustration.  It  is  a 
decided  case.  It  was  a company  in  Belgium  who  sent 
to  this  country  generally  certain  waste  products,  the 
tops  as  the  result  of  spinning.  They  were  held  by  the 
Scotch  Courts  to  be  liable  to  pay  through  their  agent. 
Can  there  be  a profit  on  selling  a waste  product,  when 
the  original  product,  the  yarn  bought,  cost  more  than 
the  total  selling  price  per  pound  of  the  product  sold 
in  this  country? — Do  you  mind  putting  that  last 
sentence  again? 

9730.  In  this  particular  product,  the  selling  price  of 
the  waste  product  was  less  per  pound  than  the  cost 
price  of  the  yarn  when  purchased  in  Belgium.  Can 
there  ever  be  a profit  on  selling  these  goods  in  this 
country?— There  may  be  certainly,  if  the  sale  of  the 
waste  serves  to  reduce  the  costa. 

9731.  Which  costs  does  it  reduce?— The  home  costs. 
It  is  equivalent  to  making  a profit. 

9782.  But  which  cost  does  it  reduce?  There  are  the 
manufacturing  main  operations  in  Belgium,  we  will 
say,  t°  make  the  yarn  for  making  these  French 
fabrics?— The  first  point  is  that  the  sale  here  of  those 
tops  might  be  divisible  into  two,  namely,  the  price 
at  which  it  would  be  sold  to  a purchaser  of  the  tops 
who  was  going  to  sell  them  again  at  the  port,  as 
compared  with  the  price  that  he  gets  actually  in 
sending  them  to  somebody  who  is  going  to  make  use 
of  them. 

9733  That  is  a pure  merchant  profit?— If  you  can 
divide  that  into  two  and  find  the  second  section,  then 
1 say  that  portion  of  the  profit  is  just  as  much  a profit 
as  any  other,  though  it  may  take  the  form  of  a reduc- 
tion  m his  working  costs  at  home  on  a business  the 
Tax  S °*  Whlch  are  not  cliargeaMe  to  British  Income 

,®734-1  do  “<>*  think  the  provision  in  the  Act  pro- 
vides that  failing  a percentage  on  turnover  as  the 
measure  of  the  profit,  the  onus  would  be  thrown  on 
the  foreign  manufacturer  to  produce  accounts?— It 
may  not  provide  that  onus  in  set  terms,  but  such  a 
o^£nT^°Uld  not  be.rea%  rejected  in  practice. 

9735.  Do  you  not  think  it  would  be  an  advantage  to 
let  him  see  that  he  has  that  right?  It  is  capable  of 
being  ascertained,  from  an  accounting  point  of  view 
nearer  than  a percentage  on  turnover  ?— Yes,  except 
this,  that  while  it  is  capable  of  being  ascertained  from 
an  accounting  point  of  view,  all  other  things  being 
equal,  there  is  a temptation,  of  course,  to  present  it 
from  a"  accounting  point  of  view  without  being  abso- 
lutely in  accordance  with  the  economic  facts. 

9736.  I quite  agree.  I would  like  to  hear  from  you 
very  briefly  on  what  principle  you  differentiate  the 
depreciation  or  allowance  for  exhaustion  of  capital.  I 
will  givo  you  six  instances.  There  is  a ship  ; plant  and 
machinery  for  any  operation ; buildings,  which  may  be 
merely  let  to  a man  who  owns  the  plant  and  machinery, 
that  is  in  two  portions — there  are  buildings  which  are 
merely  let  to  the  individual  who  owns  the  plant  and 
machinery,  and  there  are  buildings  owned  by  the  man 
who  owns  the  plant  and  machinery ; there  is  the  case 
of  a timber  plantation;  a nitrate  deposit;  and  a 
colliery.  The  point  is  this.  In  ships,  in  24  years  the 
man  gets  96  per  cent,  of  his  cost.  In  machinery,  it 
may  take  him  till  eternity  but  he  gets  it  some  time. 
In  buildings,  a man  who  has  let  the  building  to 
another  man  to  use,  gets  no  allowance  such  as  the  man 
does  who  owns  and  occupies  his  business  premises  as  a 
factory.  Is  not  that  so  ? — Yes. 

9737.  Then  we  have  the  timber  plantation,  which,  I 
take  it,  you  would  value  as  you  would  stock-in-trade? — 
As  forming  part  of  a timber  business. 

9738.  Yes.  Then  the  nitrate  deposit  and  the  colliery. 

It  is  very  difficult  for  an  average  commercial  man  to 
appreciate  that  there  is  any  distinction  between 
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£100,000  expended  by  way  of  capital  expenditure  in 
any  one  of  those  six  types  of  assets,  and  yet  he  gets 
such  different  treatment  with  regard  to  assessing  the 
profits  derived  therefrom? — You  want  me  to  discuss 
the  differences  in  principle,  and  not  in  practice,  of 
giving  depreciation? 

9739.  Of  course  we  know  the  difference  in  the  prac- 
tice?— You  are  on  the  point  of  the  principle? 

9740.  Yes  ? — The  method  of  taxing  the  corpus  in  the 

case  of  nitrate  or  coal  at  present 

9741.  Leave  the  question  of  the  mineral  deposit 
out.  I am  more  concerned  with  the  shaft-sinking, 
the  development,  the  boring,  and  the  other  plant  and 
machinery  about  the  mine? — I have  not  got  shaft- 
sinking down  in  your  list.  By  “ colliery,”  you  meant 
shaft-sinking? 

9742.  Yes? — You  did  not  mean  the  corpus  of  the 
mine? 

9743.  I make  one  distinction,  when  it  is  let  and  a 
royalty  paid.  You  say  it  is  the  gift  of  nature,  which 
they  have  done  nothing  to  put  there,  aB  distinct  from 
the  case  of  a colliery  owner  who  actually  buys  the 
minerals? — Yes.  Of  course  the  whole  point  is  this: 
that  you  have  elected  by  your  method  to  tax  the 
corpus  in  the  one  case  by  reflex  action  through  the  pur- 
chase price;  I have  made  that  as  clear  as  I can  in 
my  evidence-in-chief.  It  perhaps  was  not  the  wisest 
way  of  doing  it.  It  would  have  been  better  perhaps 
to  have  taxed  every  sale  of  the  corpus  outright  (call 
it  a capital  sale,  if  you  like)  to  Income  Tax,  and  to 
have  given  an  allowance  to  the  purchasers  every  year, 
in  the  same  way  as  you  tax  the  sale  of  a machine 
upon  the  person  who  makes  it — the  engineering  firm, 
and  then  allow  the  cost  to  the  person  who  uses  it. 
That  would  have  been  a more  direct  and  a more  satis- 
factory way,  because  everybody  would  have  seen  what 
was  happening.  But  you  did  not  do  it,  and  therefore 
the  result  is  that  you  cannot  put  your  mistake  right 
without  a certain  reaction. 

9744.  I agree  that  the  purchaser  of  minerals  can 
discount  in  his  price  the  tax  which  he  may  ultimately 
have  to  pay.  Do  you  suggest  that  that  discount  is 
present  to  his  mind  in  connection  with  his  other  ex- 
penditure on  a colliery? — No,  I am  only  thinking  of 
the  corpus.  Now  when  you  go  to  the  shaft-sinking, 
that  expenditure  ought  to  have  been  allowed  in  the 
first  place  on  the  same  footing  as  plant  and 
machinery,  and  the  allowance  would  have  followed 
in  the  ordinary  way,  and  the  economic  character 
of  the  price  would  have  followed  a normal 
coursle.  The  point  you  are  now  on  is  whether  it 
should  be  given  up.  as  a practical  proposition  for 
this  Commission;  and  1 say  there  is  no  case  for  giving 
it  up  at  present  in  obedience  to  theoretical  justice, 
because  the  people  that  you  would  be  giving  it  up 
to  are  not  the  ones  who  are  suffering  the  burden. 
The  ones  who  are  suffering  the  burden  do  not  know 
that  they  are  suffering  it,  and  you  are  giving  up 
a fruitful  source  of  Revenue. 

9745.  Very  many  of  them  have  come  before  us, 
complaining  that  they  have  a burden? — The  colliery 
owner  thinks  that  he  is  paying  tax  on  his  shaft.  I 
do  not. 

9746.  You  do  not  think  so?— No,  only  to  a very 
slight  extent. 

9747.  But  except  that  you  do  not  recommend  a 
change  over,  you  think  he  ought  to  get  it? — If  we 
were  starting  afresh  in  a perfect  world,  certainly: 
I would  not  make  a difference  between  plant  and 
shaft  at  all ; it  is  just  as  much  capital  for  this  purpose 
as  plant  and  machinery,  and  its  value  is  wasted  in  the 
same  way  at  the  end. 

9748.  Then  what  about  the  man  who  buys  and 
starts  to  sink  a colliery  to-day?  Should  he  not  get 
something? — No,  because  he  is  going  to  enjoy  the 
general  market  price,  which  allows  for  this.  You 
must  not  have  a differential  exemption. 

9749.  You  suggest  that  the  market  price  of  coal 
is  regulated  with  an  allowance? — I say  the  market 
price  of  coal  follows  on  economic  principles  from  the 
margin  at  which  the  least  profitable  colliery  is  carried 
on  in  its  costs,  and  those  costs  include  this  differential 
burden  upon  the  shaft. 

9750.  I am  inclined  to  agree  with  that  proposition. 
It  amounts  to  this.  You  cannot  defend  giving  a 
man  an  allowance  who  puts  £100,000  of  his  capital 


into  a shop  for  plant  and  machinery,  and  not  giving 
it  to  the  other  man? — No.  Of  course,  with  regard  to 
what  you  said  about  shafts,  I do  not  think  that  applies 
in  any  way  beyond  the  British  coal  industry.  I do 
not  think  it  is  in  the  price  in  regard  to  things  that 
are  in  competition  with  foreign  mines. 

9751.  No,  I agree? — I think,  however,  it  is  a 
burden,  probably  a joint  burden,  slightly  upon  the 
industry  and  most  upon  the  owner  of  the  corpus. 

9752.  Have  you  considered  another  type  of  capital 
expenditure  in  connection  with  colliery  undertakings 
in  this  country — namely,  the  house  property  that 
they  must  erect  to  house  their  miners?  Is  there  any 
reason  why  there  should  not  be  a proper  rate  of 
depreciation  on  those  houses? — No,  there  is  no  reason, 
from  my  point  of  view,  why  there  should  not  be  a 
proper  rate  of  depreciation. 

9753.  Yet  from  the  very  situation  of  the  colliery 
the  house  property  becomes  derelict  when  the  mine 
is  worked  out? — Yes;  it  is  all  a part  of  the  economic 
expense  of  carrying  on  the  business  in  the  long  run. 
The  question  you  have  before  you  is  whether  the 
hardship,  year  by  year,  is  sufficiently  great  for  you 
to  make  a sacrifice  of  revenue  now. 

9754.  May  I put  it  in  this  way:  that  the  people 
who  have  these  grievances  will  talk  about  them,  and 
that  is  all,  and  just  go  on  as  they  are  going  on  at 
present? — There  will  be  something  gained,  of  course; 
Mr.  Kerly’s  point  about  a sense  of  grievance  is  a 
very  important  one,  and  if  you  find  that  it  is 
rampant,  it  might  be  worth  while  on  the  whole  to 
make  a change. 

9755.  On  the  question  of  depreciation,  as  just  given, 
I mean  the  diminishing  value  method,  we  have  had  it 
before  us  that  instead  of  the  diminishing  value 
method,  the  amount  written  off  may  be  a fixed  ratio 
of  the  first  cost,  so  as  to  write  off  the  whole  cost  in 
a given  number  of  years.  The  amount  written  off 
each  year  may  be  such  as,  together  with  interest,  shall 
amount  to  the  first  cost,  the  amounts  being  equal  in 
each  year? — Equal  sinking  fund  instalments? 

9756.  No? — Do  you  mind  saying  that  again? 

9757.  I take  this  suggestion:  that  if  you  spent 
£100,000,  and  it  had  a life  of  50  years,  you  divide 
the  £100,000  by  50  to  get  the  annual  instalment. 
Then  the  amount  written  off  each  year  shall  be  such 
that,  together  with  interest  upon  it,  it  shall  amount 
to  an  aliquot  part  of  the  first  cost,  the  sums  of  all 
these  amounts  with  interest  amounting  to  the  first 
cost.  That  is  a sinking  fund.  "What  have  you  to 
say  with  regard  to  this  suggestion  as  compared  with 
the  present  method  of  diminishing  value,  as  to  its 
practical  advantages? — One  must  pay  regard  to  the 
facts  of  life  and  the  conditions  of  the  world  we  are  in, 
and  what  business  men  do.  In  a more  advanced  stage 
of  the  community  it  might  be  better  to  allow  all  on 
original  cost,  as  we  do  for  ships;  but  books  are  kept 
in  such  a way  now,  and  the  complications  are  so 
great,  that  I think,  generally  speaking,  that  is  not 
practicable,  and  on  the  whole  the  advantages  are  with 
the  method  of  writing  down  from  diminishing  value; 
because  no  mistake  can  ever  be  made  as  to  the  length 
of  time.  You  do,  in  fact,  get  larger  allowances  at 
the  beginning  than  are  perhaps  really  warranted.  It 
has  those  two  signal  advantages.  It  may  not  cor- 
respond with  the  pure  engineering  idea  of  annual 
capacity,  but  nobody  precisely  knows  what  that  is. 
Mr.  Leake’s  world  that  he  lives  in  for  that  purpose  is 
an  ideal  world,  and  if  everybody  kept  Mr.  Leake’s 
“ Register  of  Plant.”  it  might  be  done  easily;  but 
they  do  not,  and  if  the  engineers  themselves  knew  how 
to  divide  up  the  life  of  a plant  by  output,  we  might 
be  able  to  use  their  annual  results ; but  they  do  not. 

975S.  Do  you  think  there  is  any  great  hardship  in 
the  continuance  of  the  present  method?— I am  sure 
there  is  no  hardship ; I am  quite  sure  of  that. 

9759.  Do  you  think  that  in  some  particulars  the 
rate  might  approach  more  closely  (to  a rough  approxi- 
mation of  the  life  of  the  plant? — Yes ; I would  go  so 
far  as  to  say  this : that  in  the  long  run,  and  apart 
from  a growth  in  industry,  the  total  amount  allowed 
by  way  of  wear  and  tear  by  the  Revenue  for  all  in- 
dustry, will  be  exactly  the  same  under  any  uniform 
method  you  adopt. 

9760.  Do  you  suggest  that  it  would  not  make  any 
difference  to  the  Revenue  to  give  a little  more,  pro- 
vided they  could  limit  the  amount?  I mean,  after 
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all,  whether  you  start  with  20  per  cent,  or  5 per  cent, 
there  is  a point  reached  before  the  end  of  the  life 
when  the  rates  pretty  well  correspond? — Yes,  and, 
what  is  more,  a business  man  loses  sight  of  the  fact 
that  although  he  might  not  have  got  the  rates  that 
ho  wanted  on  the  plant  that  he  had  recently  intro- 
duced, during  the  war  for  instance,  with  a high  rate 
of  Income  Tax,  he  has  got  in  his  depreciation 
schedules  a vast  amount  of  plant  that  he  put  in  10 
or  20  years  ago,  which  on  the  principles  he  demands 
would  have  disappeared  for  the  purposes  of  allowance, 
if  his  methods  had  been  in  force  all  through.  He 
does  not  realize  that  he  is  getting  (at  a high  rate  of 
tax)  the  advantage  of  previous — what  he  called  nig- 
gardliness— on  the  part  of  the  Revenue. 

9761.  And,  of  course,  in  regard  to  plant  put  in 
during  the  war,  and  on  which  inadequate  rates  have 
been  given,  the  depreciation  will  go  on  at  the  higher 
value  for  all  time? — Yes,  and  he  has  practically  no 
grievance  if  the  rate  of  tax  remains  high,  except  per- 
haps a grievance  on  the  question  of  the  rate  of 
interest  upon  the  tax  advanced. 

9762.  We  had  a suggestion — I think  Mr.  Harold 
Cox  put  it  to  us — that  the  married  allowance  ought 
to  be  calculated  by  way  of  a percentage  of  income? — 
Yes,  I have  discussed  that  point  with  Mr.  Cox. 

9763.  Your  alternative  suggestion  is  that  the 
allowance  might  be  a fixed  sum  and  disappear  when 
the  income  exceeded  a certain  amount.  Do  you  see 
any  advantage,  even  though  it  is  not  decided  to 
change  the  basis  of  assessment  to  the  preceding  year, 
in  continuing  the  three  years’  average,  the  five  years’ 
average,  the  preceding  year,  and  the  actual  year? — 
None  whatever. 

9764.  Have  you  any  suggestion  to  offer  with  regard 
to  bringing  everything  to  the  same  basis,  not 
necessarily  the  preceding  year? — If  you  try  to  make 
this  uniform  at  once  there  is  no  doubt  there  are 
people  who  will  benefit  by  it  and  people  who  will  have 
a hardship.  The  latter  would  say  : “If  you  had  con- 
tinued the  previous  method  we  should  not  have  had 
to  pay  so  much.”  I rather  incline  to  think  that  you 
might  make  some  sort  of  bridge  by  saying  that  for 
three  years  we  will  not  tax  you  either  on  the  old  or 
on  the  new  method,  but  we  will  tax  you  on  the  mean 
between  the  two. 

9765.  On  the  question  of  provision  for  a particular 
loss,  of  course,  that  principle  has  been  followed  in 
the  way  of  carrying  forward  depreciation  already? — 
Yes.  Depreciation  stands  in  a remarkably  favoured 
position. 

9766.  Above  all  other  business  expenses.  You  can 
carry  it  forward,  if  there  are  no  profits,  for  all 
time? — Yes,  for  ever. 

9767.  There  is  one  particular  item  I think  you  are 
probably  better  able  to  express  an  opinion  on  than 
any  other  witness? — 1 am  afraid  you  disarm  me  at 
the  outset. 

9768.  There  have  been  other  witnesses  who  have 
said  this;  I will  state  it  very  briefly.  Some  sug- 
gestion is  made  that  there  is  an  enormous  amount,  or 
a substantial  amount,  of  revenue  being  lost  to  the 
State  through  the  failure  of  certain  traders  to  keep 
books;  and  on  pressing  this  point  further  we  find 
it  is  small  traders  who  fail  to  keep  books,  who  have 
this  tremendous  fund  which  is  at  present  escaping 
tax.  Now,  you  have  investigated  the  question  of 
the  income  of  this  country  very  extensively.  What 
is  your  view  with  regard  to  that  suggestion? — In 
“ British  Incomes  and  Property  ” I made  a reasoned 
attempt  to  estimate  what  the  actual  income  escaping 
tax  was  out  of  the  whole  amount.  Although  as  an 
official  I had  to  express  it  very  guardedly,  I can 
perhaps  express  it  more  clearly  now.  I tbink  in 
putting  it  at  17  millions  in  1913-14  I put  it  high 
enough  for  that  date;  it  has  been  probably  con- 
siderably more  during  the  war. 

9769.  This  is  merely  traders  failing  to  keep  books. 
I am  not  referring  to  evasion  of  Super-tax  or  any- 
thing like  that?— No,  I am  not  referring  to  tax;  I 
am  referring  to  the  amount  of  income  that  would 
be  brought  in  at  various  rates. 

9770.  That  is  17  millions  of  assessable  income? — 
That  was  the  total  figure  which  I thought  might  be 


regarded  as  being  actually  evaded.  The  proportion 
of  that  for  small  traders  who  do  not  keep  accounts 
is  not  large.  What  happens  in  actual  practice  is  that 
a baker  in  a country  town  does  not  know  his  exact 
income;  perhaps  lie  does  not  know  it  as  well  as  tho 
Revenue  official  does.  He  is  assessed  at  £300  or  £350, 
or  perhaps  £250 — a round  figure — and  that  is  looked 
at  every  year,  and  if  there  is  a marked  difference  in 
tho  man’s  shop  and  his  style  of  living  and  so  on, 
perhaps  £50  or  £100  will  go  on;  but  year  in  year 
out  probably  that  £250  is  not  far  different  from  tho 
real  figure. 

9771.  It  is  only  a difference  between  what  is  assessed 
and  what  is  actual? — Sometimes  more  and  sometimes 
less. 

9772.  Then  the  income  of  17  millions  is  probably 
assessable  at  the  lowest  earned  rate? — No.  Some  pro- 
portion of  it,  not  more  than  three  or  four  millions  of 
it,  might  be  assessable  at  the  lowest  earned  rate ; most 
evasion  occurs,  in  my  judgment,  in  manufacturing 
and  merchanting  businesses  in  the  neighbourhood  of 
£1,000  to  £3,000  a year  profit. 

9773.  Do  you  mean  through  the  failure  to  keep 
books? — No;  they  may  keep  accounts,  and  may  even 
present  accounts,  but  they  are  not  always  represent- 
ing the  full  facts  in  the  accounts. 

9774.  These  are  wrong  accounts,  of  course.  The 
point  is  suggested — and  it  is  suggested  by  accountants 
— that  it  should  be  compulsory  for  every  trader  to 
keep  books  for  the  purpose  of  arriving  at  his  tax 
liability? — If  you  are  merely  considering  the  portion 
of  the  community  that  do  not  keep  any  books  at  all, 
I do  not  think  there  is  much  net  loss  to  the  Revenue. 
If  you  could  suddenly  assume  a world  in  which  they 
all  kept  books  and  everybody’s  books  were  exactly 
correct,  you  might  vary  your  £250  country  baker’s 
assessment  to  £200  one  year  and  £300  the  next;  but 
I do  not  think  there  is  much  in  it. 

9775.  May  I put  it  in  this  way : that  your  view, 
after  very  full  consideration  of  the  subject,  is  that 
in  the  case  of  small  traders  who  do  not  keep  accounts 
or  who  fail  to  keep  proper  books,  the.  loss  to  the 
Revenue  is  very  trifling?— Up  to  the  beginning  of  tho 
war. 

9776.  That  is  to  say,  you  have  not  investigated 
the  matter  since?— Partly  that  and  partly  because 
I think  the  immense  overturn  of  circumstances  has 
enabled  a number  of  them  to  go  on  without  increased 
assessment,  who  have  perhaps  been  making  a very 
much  greater  figure.  I think  that  must  be  common 
knowledge. 

9777.  Mr.  Marks : It  has  been  impressed  upon  us 
here  that  the  heavy  taxation  which  falls  on  foreign 
investors  in  this  country  has  very  deleterious  effects  on 
tho  national  prosperity,  in  obvious  ways ; for  instance, 
if  the  rules  as  to  physical  possession,  in  dealings  on  the 
Stock  Exchange  were  removed  there  would  be  heavy 
selling  and  there  would  be  no  room  for  new  invest- 
ments. Have  you  considered  that  matter  yourself 
and  formed  any  opinion  upon  it? — I think  there  is 
no  doubt  there  is  now  considerable  economic  deter- 
rent ito  investment  in  this  country.  I do  not  think 
we  can  get  away  from  that. 

9778.  It  is  sufficiently  serious,  to  your  mind,  to  be 
worth  consideration  in  connection  with  this  question 
of  Income  Tax? — It  should  be  considered. 

9779.  Sufficiently  serious  from  a national  point  of 
view? — From  a national  point  of  view  we  have  to 
consider  how  far  the  opening  out  and  the  develop- 
ment of  this  country  can  bo  left  safely  in  the  hands 
of  British  capital,  and  how  far  we  really  want  foreign 
capital,  bringing  with  it  very  often  the  introduction 
of  foreign  elements,  about  which  we  are  all  so  extre- 
mely intolerant  at  the  moment,  or,  I should  say,  im- 
patient. You  cannot  have  it  both  ways.  . You  cannot 
at  once  say  that  we  want  the  foreign  capital  here  and 
then  complain  about  the  immense  foreign  interests 
there  are  in  British  businesses. 

9780.  On  the  question  of  taxation  of  the  turnover, 
if  it  were  possible  to  apply  to  the  facts  your  sugges- 
tion that  individual  assessments  should  be  made  on  a 
percentage  of  tho  turnover — assuming  that  that  is 
possible — do  you  not  think  that  you  would  get 
a very  close  approximation  to  taxation  on.  profit? — 
Yes,  if  the  facts  could  be  considered  for  an  individual 
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business  by  the  Commissioners  or  whoever  is  looking 
into  the  matter  and  if  they  could  say:  “well, 

although  there  are  no  accounts  to  show  us,  we  think 
the  profit  in  this  particular  business  is  3 per  cent, 
on  the  turnover,  or  2 per  cent.,  and  we  think  the 
profit  on  another  man’s  business,  which  is  more  pro- 
fitable, is  7 per  cent.”— if  that  judgment  is  based 
upon  anything  like  decent  data,  then  it  is  of  course 
approximate  to  a proper  tax;  but  if  you  are  going 
to  say  that  on  everybody  in  that  class  of  business  the 
turnover  makes  5 per  cent,  profit,  then  you  have  not 
got  a proper  tax. 

9781.  It  has  been  put  to  us  that  many  business  men 
show  a statement  of  profit? — I think  in  practice  you 
will  come  back  to  this.  The  line  of  least  resistance 
will  be:  “Well,  we  decide  in  such  and  such  a busi- 
ness that  the  rate  is  4 per  cent,  and  we  will  adopt  4 
per  cent,  in  this  case.”  You  always  tend  of  course 
bo  get  to  a fiat  rate  where  your  facts  are  not  known. 

9782.  And  you  will  agree  that  so  far  as  there  is 
any  discriminatory  advantage  given  by  our  fiscal 
system,  it  is  in  favour  of  the  foreigner  in  this  con- 
nection?— In  that  particular  case,  yes,  but  I do  not 
think  that  that  is  a bigger  advantage  than  we  get 
as  exporters  to  foreign  markets. 

9783.  This  is  rather  a big  question.  Why  do  you 
think  that  a perfect  system  of  information  at  the 
source  would  not  be  a satisfactory  substitute  for 
deduction  at  the  source? — Assuming  that  you  had  a 
strong  enough  central  administration  to  handle  it 
and  to  get  speedily  every  little  ticket  that  came  in 
from  all  parts  of  the  United  Kingdom — “ John  Jones 
certifies  that  he  has  paid  a certain  amount  of  ground 
rent  to  Lord  so-and-so” — into  Lord  so-and-so’s  dos- 
sier; assuming  that  you  could  handle  it  quickly 
enough,  you  still  have  to  look  at  the  public  side  of 
it:  whether  everybody  will  send  you  in  those  tickets 
of  information  of  income  that  they  have  passed  ou, 
without  a lot  of  refreshing  their  memory,  and  trouble. 
It  is  going  to  add  tremendously  to  the  burden  of  the 
average  person,  but  I do  not  think  you  can  fairly 
estimate  that  your  administration  can  handle  it. 
There  is,  I believe,  a house  at  Washington  stocked 
with  millions  of  these  information-at-the-source  docu- 
ments which  have  never  been  looked  at  and  never  will 
be. 

9784.  That  is  very  instructive  on  that  point,  thank 
you.  Then  just  one  point  on  the  question  of  the 
sinking  fund  method  of  dealing  with  wasting  assets. 
Would  you  agree  that  since  it  is  possible  to  provide 
for  complete  or  partial  replacement  of  expenditure 
by  payment  of  a smaller  total  sum  than  is  necessary 
if  compound  interest  were  not  brought  into  considera- 
tion, it  is  not  fair  to  the  Revenue  to  ask  for  an  allow- 
ance of  a larger  sum? — A certain  mathematical  hard- 
ship can  be  demonstrated  in  the  sinking  fund  method, 
owing  to  the  operation  of  Income  Tax.  But  you 
have  again  to  consider  what  is  the  practice  of  com- 
merce; and  if  the  average  man  is  satisfied  to  provide 
by  a sinking  fund  and  he  does  so  provide,  I think 
he  would  be  satisfied.  I think  it  is  a sufficient 
sacrifice  for  the  Revenue  to  make  at  the  moment ; and 
I think  it  is  largely  influenced  by  this  fact.  If  your 
total  investment  of  £100,000,  we  will  say,  gives  you 
its  full  yield  of  interest  right  up  to  the  day  when  it 
vanishes,  then  I think  all  you  have  to  provide  is 
that  on  that  day  there  shall  be  a sum  of  £100,000, 
and  the  net  cost  of  providing  for  it  year  by  year  is 
all  that  is  necessary  to  allow.  But  if  your  capital 
and  the  yield  upon  it  is  vanishing  year  by  year,  then 
you  should  provide  year  by  year  a sufficient  amount 
to  give  you  the  income  that  is  dropped,  the  loss  of 
income,  and  that  means  that  you  could  not  have  a 
sinking  fund  method  in  that  case.  If  you  invest 
£100,000  and  you  are  in  fact  getting  10  per  cent,  on 
that  right  up  to  the  day  of  its  death,  I think  the 
sinking  fund  method  is  all  that  need  be  given.  But 
if  as  time  goes  on  your  income  from  it  diminishes 
and  gets  less  and  less,  then  you  should  provide  as 
capital  out  of  each  year’s  profit  enough  to  bring  you 
in  the  diminished  interest,  and  that  would  be  a 
greater  allowance  than  the  sinking  fund  affords. 

9785.  Enough  to  bring  you  in  a greater  allowance? 
— Suppose  that  the  correlative  of  the  loss  of  so  much 
capital  in  the  year  were  that,  instead  of  getting  10 


per  cent,  on  £100,000 — namely,  £10,000,  in  the 
following  year  you  only  got  £9,000,  and  then  £8,000, 
you  are  losing  £1,000  of  income  yearly  by  the 
wasting.  I say  that  you  must  put  out  of  your  profits 
sufficient  to  bring  you  in  that  loss.  Therefore,  you 
must  not  let  Income  Tax  prejudice  you. 

9786.  Do  you  mean  to  say  that,  although  the  sinking 
fund  method  would  not  meet  that  case,  it  might  be 
met  satisfactorily  by  one  of  the  other  methods? — Yes; 

I think  the  sinking  fund  method  meets  adequately 
most  cases. 

9787.  And  it  would  involve  rather  less  sacrifice  to 
the  Revenue  than  the  other? — Certainly,  and  1 think 
it  would  be  acceptable  to  the  commercial  community. 

I think  the  fact  that  you  can  demonstrate  a 
mathematical  hardship  does  not  carry  you  very  far  in 
questions  of  taxation. 

9788.  Mr.  Walker  Clark : I notice  in  paragraph 
16  (1)  you  introduce  the  words  “ unsound  and  un- 
democratic,” which  souuds  rather  like  a political 
phrase.  Does  that  phrase  infer  that  Income  Tax 
should  precede  political  power?  It  is  rather  a wide 
question,  perhaps,  but  tiiere  is  something  following 
it? — No;  all  that  that  implies  is  that  it  may  be  con- 
tended by  people  who  have  this  particular  bogey, 
that  it  is  not  in  accordance  with  the  democratic  prin- 
ciple to  allow  a larger  sum  in  duty  to  a wealthy  man. 

I am  not  saying  I accept  it.  I am  only  saying  that 
it  may  be  thought. 

9789.  Should  ability  to  pay  be  the  absolute  basis  of 
the  tax? — Not  the  only  basis. 

9790.  You  stated,  in  reply  to  another  question  put 
by  Mr.  McLintock,  that  the  minimum  of  subsistence 
should  to  some  extent  be  acknowledged? — I should  in- 
corporate that  in  principle  with  the  ability  to  pay. 
The  minimum  of  subsistence  is  a mere  correlative  of 
ability  to  pay.  What  I had  in  mind  in  saying  it 
was  not  the  only  basis  was  this.  In  that  rather 
cryptic  paragraph  in  which  I discuss  the  basis  of  pro- 
gression in  the  principle  of  diminishing  utility,  I said 
that  you  get  to  a point,  treating  not  of  particular 
commodities  but  of  wealth  in  general,  at  which  a 
man  is  surrounded  by  everything  that  money  can  buy. 
With  an  additional  £100  or  an  additional  £1,000, 
you  cannot  say  it  has  no  utility  to  him,  because  it 
ministers  to  his  pride.  He  likes  to  think  that  he 
has  got  a bit  more;  not  that  he  can  use  it.  The 
point  is  whether  the  State  need  take  any  notice  of 
that  particular  class  of  utility — ministering  to  a 
man’s  pride.  They  might  very  well  say:  “We  are 
coming  down  on  that  section  more  heavily  than  the 
simple  principle  of  diminishing  utility  might  justify.” 

9791.  Then  you  agree  to  the  principle  of  gradua- 
tion to  practical  extinction  beyond  a certain  point? 
— I hesitate  to  say  extinction,  but  I think  severe 
progression. 

9792.  In  the  early  remarks  you  made  you  dealt  with 
the  attitude  of  mind  of  the  taxpayer,  psychology,  and 
so  on.  Can  you  suggest  to  us  some  method  by  which 
that  psychology  can  be  used  to  advantage  in  order 
to  make,  say,  the  teachers  or  the  miners,  who  want 
to  be  excused  tax,  view  the  matter  from  a different 
angle? — I am  afraid  that,  as  we  are  constituted  at 
present,  the  conception  of  the  State  and  our  position 
in  it  is  quite  subordinate  to  the  hedonic  impulse. 
The  man  often  feels  his  own  position  in  the  economic 
scale,  as  it  were,  much  more  strongly  than  any  mere 
patriotic  impulse. 

9793.  Therefore  the  patriotic  impulse  does  not 
apply  as  a practical  solution  of  the  difficulty? — It  is 
there,  and  with  some  men  it  is  very  strong ; but 
taking  the  average  man  right  through,  and  not  in 
times  of  stimulus  of  war  and  immediate  danger,  it 
is  quite  secondary;  it  is  just  as  secondary  as  his 
feelings  to  a railway  company. 

9794.  Just  one  other  point,  and  that  is  in  reference 
to  that  foreign  manufacturer  whose  position  has  been 
constantly  before  the  Commission.  Is  there  any  other 
method  of  securing  any  other  assistance  to  the  Re- 
venue from  certain  foreign  manufacturers  than  by 
a tax  upon  turnover?  I am  thinking  of  the  foreign 
manufacturer  who  deliberately  produces  goods  and 
sells  those  goods  to  a selling  company  at  such  a price 
that,  they  are  sold  at  an  actual  loss  by  the  selling 
company  who  exports  them  to  this  country? — You  are 
thinking  of  systematic  dumping? 
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9796.  I have  not  used  the  word,  but  that  is  what 
it  means? — If  you  are  after  a tax  on  incomes,  I say 
do  not  burden  it  with  too  many  other  lines  of  policy. 

9796.  That  should  be  dealt  with  quite  indepen- 
dently?— If  possible.  In  attempting  to  make  one 
person  go  through  a certain  routine  or  a certain  hole 
in  the  hedge,  you  make  everybody  go  through ; you 
cannot  discriminate;  and  there  comes  a point*  at 
which  it  is  too  burdensome  a matter  for  Income  Tax 
to  achieve  all  sorts  of  Imperial  policy  and  all  sorts 
of  tariff  policy,  and  matters  of  international  polity 
by  the  machinery  of  Income  Tax.  In  the  realm  of 
the  Commissioners  of  Inland  Revenue  they  and  their 
staff  may  be  absolutely  expert  along  this  particular 
line  of  taxing  income,  but  directly  you  introduce 
questions  of  international  policy  and  our  relations 
with  other  countries,  whether  there  should  be  retalia- 
tion and  so  on,  it  is  the  thin  end  of  the  wedge,  and 
a very  bad  wedge  for  them. 

9/97.  Mr.  May:  Do  I understand  you  to  suggest 
that  the  advocacy  of  democratic  principle  is  a bogey? 
— No ; I should  hesitate  to  condemn  myself  like  that. 
What  I would  say  is  that  the  man  who  looks  first  at 
some  ideal  of  democratic  principle  in  everything  and 
has  no  other  principles  at  all  by  which  to  work  except 
a comparison  of  riches  and  poverty,  is  rather  poverty- 
stricken  in  his  ideas. 

9798.  Is  that  the  only  application  of  the  use  of 
your  terms  in  this  statement?  I mean  the  persons 
who  are  poverty-stricken  in  ideas?— If  a person  said 
he  was  going  to  judge  this  question  of  the  amount 
to  be  allowed  for  a wife  on  an  income  of  £1,000  by 
a comparison  with  an  income  of  £200  solelv 
on  the  principle  of  the  comparison  of  those  two  in 
their  wealth,  and  not  on  the  principle  of  a man  with 
£1,000  a year  who  is  married  compared  with  a man 
with  £1,000  who  is  a bachelor,  I should  say  that  he 
was  afflicted  with  poverty  of  ideas. 

9799.  And  that  is  the  only  reason  for  introducing 
the  term  here? — I am  putting  into  his  mouth  the 
contention  that  he  uses,  that  it  is  undemocratic  and 
unsound  to  do  this.  I say  the  “ therefore  ” is  a 
?i on  sequitur;  because  he  has  not  taken  into  account 
other  principles. 

9800.  On  the  question  of  compulsory  keeping  of 
accounts  by  small  traders,  I gather  from  what  you 
have  said  that  you  do  not  think  it  advisable  in  'the 
interest  of  the  Revenue  that  all  traders  should  be 
compelled  to  keep  accounts?— I do  not  like  the  word 
“compulsion;”  I think  it  ris  very  advisable  in  the 
interests  of  the  Revenue  that  all  traders  should  keep 
accounts. 

9801.  You  do  not  think  that  it  is  necessary  that  it 
should  be  applied  for  the  purpose  of  recovering  the 
three  or  four  millions  which  you  estimate  is  now  lost 
on  small  trading  operations?— I doubt  even  if  you 
could  have  the  books  kept  compulsorily.  You  may 
compel  a man  to  “ keep  books,”  but  you  cannot 
compel  him  to  keep  them  accurately. 

9802.  Chairman : What  is  that  figure  of  three  or 
four  millions  that  you  suggest,  Mr.  May? 

9803.  Mr.  May.  I am  using  Dr.  Stamp’s  figures. 
He  said  that  out  of  the  17  millions  which  lie  estimated 
was  lost  to  the  Revenue,  three  or  four  millions  applied 
to  the  operations  of  small  traders. — May  I correct 
that?  I never  said  17  millions  was  lost  to  the 
Revenue.  I said  in  “ British  Incomes  and  Pro- 
perty,” I was  dealing  with  national  income;  I was 
not  dealing  with  tax.  I said  the  amount  that  escapes 
coming  into  the  gross  income  will  not  exceed,  say, 
three  or  four  millions.  Let  us  take  a concrete  case. 
A man  is  assessed  at  £250.  If  he  kept  books  and  you 
had  access  to  them  that  figure  perhaps  ought  to  be 
£2/5.  Or,  we  will  say,  alternatively,  the  man’s  in- 
come  is  something  a little  above  tile  exemption  limit. 
He  has  put  it  at  £150,  and  it  ought  to  be  £165 ; that 
is  a better  case  to  illustrate  it.  That  is  in  1913,  when 
the  exemption  limit  was  £160.  Just  look  at  what 
that  means.  £150  means  that  there  was  nothing 
that  came  into  the  Income  Tax  totals.  *lf  he  had 
given  the  truth  £165  would  have  come  in.  That  is 
the  point  that  I was  dealing  with.  Now  the  point 
that  you  are  dealing  with  is  different,  viz.,  what  is 
the  loss  of  duty?  The  loss  of  duty  in  1913  was  nil 


because  if  you  had  had  him  in  at  £165  you  would 
take  off  £160  for  abatement  and  perhaps  the  remain- 
ing £5  for  Life  Insurance  or  wife  and  children. 
The  loss  of  duty  out  of  that  three  or  four  millions  of 
income  is  very  small  because  of  the  allowances. 

9804.  Then  out  of  the  balance  of  that  17  millions 
of  income,  have  you  made  any  estimate  as  to  whether 
any  part  of  it,  and  if  so  how  much,  applies  to  farm- 
ing operations? — No;  farming  was  not  included  in 
that,  for  this  reason : that  that  was  not  evasion  in 
the  ordinary  sense.  That  was  something  that  was 
given  by  law,  though  we  imagined  that  the  legal 
conditions  treated  them  too  leniently. 

9805.  Do  you  think  any  appreciable  loss  of  revenue 
occurs  from  the  fact  that  farmers  do  not  generally 
keep  books? — Very  little  loss  of  revenue  occurred 
for  the  20  years  down  to  1906  or  1907,  and  then  of 
course  it  began  to  increase  with  the  prosperity  of 
agriculture  and  as  the  price  of  wheat  went  up.  At 
the  present  time,  with  a conventional  rate  of  twice 
the  rent  as  their  income,  taking  year  in  and  year  out 
I do  not  think  there  would  be  very  much  loss.  There 
may  be  at  the  moment  now  that  prices  are  very  high ; 
but  when  you  adopt  a convention,  you  adopt  it  as  a 
flat  rate  for  bad  years  and  good  years. 

9806.  I gather,  then,  that  you  do  not  think  that 
any  considerable  increase  of  revenue  would  accrue  if 
farmers  were  compelled  to  keep  books?— Not  con- 
siderable in  the  sense  in  which  you  are  thinking  of 
it  to-day.  I think  it  would  be  very  much  better 
if  farmers  could  be  properly  taxed,  but  you  must  face 
the  facts  as  they  are. 

9807.  I also  understood  you  to  say  that  with  regard 
to  that  17  millions  of  taxable  income  which  escapes, 
a good  deal  of  it  arose  from  the  fact  that  books  were 
inaccurately  kept  by  persons  who  could  not  be  des- 
cribed as  small  traders? — Mainly  by  people  who  are 
emerging  from  the  class  of  small  traders  and  are  be- 
coming more  prosperous. 

9808.  Have  you  any  suggestions  to  meet  that  case? 
—Do  you  mean  suggestions  for  the  strengthening  of 
the  administration? 

9809.  Yes. — If  I were  to  give  evidence  on  the  ad- 
ministration side  at  all,  which  I was  asked  expressly 
on  this  occasion  not  to  touch,  I might  have  some 
suggestions  to  make  about  rthe  powers  of  the  Depart- 
ment. Certainly  I would  not  like  to  elaborate  them 
now  without  any  thought.  They  are  mainly  powers 
of  administration  /that  are  wanted. 

9810.  Mr.  Bowerman : You  said,  in  reply  to  a ques- 
tion, that  you  would  agree  with  it,  provided  that  we 
were  starting  afresh  in  a perfect  world.  I take  it 
you  have  clear  ideas  as  rto  what  a perfect  world  should 
be.  Could  you  give  us  the  benefit  of  them?— What 
was  the  reference  to  starting  afresh  ? 

9811.  Mr.  McLintoclc:  It  was  my  suggestion  on  de- 
preciation ; there  would  be  no  depreciation  in  a per- 
fect world,  would  there? 

9812.  Mr.  Bowerman:  Perhaps  that  is  the  answer 
to  the  question. 

9813.  Chairman:  It  would  be  very  interesting  if 
you  could  answer  that? — I am  not  thinking  about  n 
world  perfect  in  the  sense  of  there  being  no  physical 
deterioration.  I was  thinking  of  a world  in  which 
you  knew  that  the  rate  of  Income  Tax  was  not  going 
to  vary  greatly,  and  everybody  paid  it  cheerfully" 
and  you  had  no  vested  interests  of  any  sort,  but  you 
could  go  straight  ahead  on  pure  principle. 

9814.  Mr.  Bowerman : It  was  going  to  be  a perfect 
world  from  the  tax-paying  point  of  view. 

9815.  Sir  Warren  Fisher:  In  your  paragraph  13 
(3).  make  a suggestion  as  to  the  year’s  income 
which  should  form  the  basis  of  charge.  * Do  I under- 
stand that  as  near  as  possible  you  want  to  get  to  the 
actual  year’s  income ; that  you  take  as  a provisional 
measure  the  income  of  the  year  before  in  order  to  get 
an  assessment  and  payment  of  the  duty  on  the  1st 
January,  and  that  you  rectify  upwards  or  downwards 
at  the  end  of  the  year  so  as  to  adjust  the  income  to 
the  income  of  the  actual  year?  Is  that  your  sugges- 
tion? Yes.  In  these  three  alternatives  you  have 
really  got  the  same  thing  in  substance : that  you  pay 
a tax  upon  the  actual  income  of  a year,  but  the  dif- 
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ference  between  them  is  that  you  give  them  different 
labels  as  regards  the  year  that  you  call  them.  I 
am  not  in  love  with  any  of  these.  All  I say  is  that 
I do  not  feel  that  one  can  say  it  is  impossible  to  have 
a smooth  graduation  with  taxation  at  the  source.  It 
is  possible  if  you  will  pay  the  price. 

9816.  Would  not  your  third  alternative,  the  one  I 
am  asking  about  more  particularly,  bring  you  nearest 
to  the  actual  year;  because,  in  point  of  fact,  your 
adjustment  at  the  end,  when  you  have  revised  your 
provisional  assessment,  would  be  on  the  basis  of  that 
year? — Yes,  it  is,  I think,  the  best  of  the  three  from 
that  point  of  view. 

9817.  Would  not  that  get  over  a certain  number  of 
difficulties  in  relation  to  the  merging  of  Super-tax  and 
Income  Tax? — Yes,  and  the  cessation  of  income  and 
other  matters. 

9818.  The  basis  of  that  is  that  there  should  be  a 
provisional  assessment,  presumably  in  the  late  summer 
or  autumn.  Do  you  think  that  the  taxpaying  public 
would  object  to  a provisional  assessment? — Not  if  you 
develop  a system  in  practice,  as  I think  you  would, 
of  making  your  adjustment  simultaneously  with,  and 
a part  of,  the  next  year’s  provisional  assessment.  It 
would  not  be  two  bites  at  a cherry  in  practice ; it 
would  only  be  in  theory. 

9819.  In  the  great  majority  of  cases,  when  could 
you  get  your  adjustment  made — how  soon  after  the 
end  of  the  financial  year? — There  you  get  up  against 
the  considerable  practical  difficulties  of  any  of  these 
schemes.  I do  not  think  you  could  do  it  very  much 
before  June. 

9820.  You  could  get  most  completed  by  the  end  of 
June? — No,  I do  not  think  you  could  get  most  com- 
pleted ; you  would  get  your  statements  from  the 
public. 

9821.  Might  it  involve  different  periods  of  payment 
from  what  we  have  hitherto  been  accustomed  to? — 
Yes. 

9822.  If  that  were  adopted,  you  think  your  scheme 
is  feasible? — Yes,  if  you  were  prepared  to  alter 
radically  the  precise  times  at  which  you  must  make 
assessments,  and  the  precise  dates  at  which  you  must 
get  payment. 

9823.  Of  the  three  alternatives  there,  which  do  you 
prefer  in  your  paragraph? — In  the  long  run,  I prefer 
No.  2,  if  you  could  get  over  the  gap ; but  if  you 
cannot  do  that,  I prefer  No.  3. 

9824.  Then  on  a small  point,  namely,  the  method  of 
your  allowance  for  wear  and  tear : Mr.  McLintock  was 
asking  your  opinion  as  to  the  comparative  advantages 
of  prime  cost  and  diminishing  value.  If  you  were  to 
adopt  prime  cost  in  regard  to  a large  number  of  big 
manufactures,  would  it  not  involve  very  great  prac- 
tical difficulties  to  the  Revenue? — Enormous  practical 
difficulties,  the  business  world  book-keeping  being  as 
it  is.  If  everybody  kept  that  ideal  register  of  Mr. 
Leake’s,  it  would  be  simple. 

9825.  Would  not  every  machine  have  to  be 
watched  in  the  register? — Every  year’s  additions 
would  have  to  appear  for  a particular  year,  and  drop 
right  out  when  the  time  had  expired.  I would  not 
say  every  machine,  though  in  some  businesses  it  would 
practically  amount  to  that. 

9826.  With  regard  to  Double  Income  Tax,  you  sug- 
gest as  a sort  of  pis  aller,  applying  what  is  now  in 
force  in  relation  to  Excess  Profits  Duty,  taking  the 
higher  charge  and  dividing  it  between  the  two  Exche- 
quers. Admittedly,  of  course,  there  would  be  diffi- 
culties, but  do  you  think  the  practical  difficulties 
would  be  insuperable?- — Not  if  you  can  get  a satisfac- 
tory method  of  being  in  touch  with  the  Colony.  You 
cannot  do  it  by  cable  or  by  post.  You  must  have 
somebody  on  the  spot  who  is  empowered  to  act  with 
you  and  agree  on  behalf  of  his  Colony  finally  and 
once  for  all.  You  must  have  two  officials,  your 
Inspector  for  this  country,  and  the  man  occupying  a 
similar  position  for  the  Colonies,  sitting  together. 

9827.  Do  you  think  no  question  of  sentiment  or 
pride  might  come  in : might  they  not  require  we 
should  have  our  man  out  there? — That  element 
might  come  in.  They  probably  would  not  care  for  it 
all  to  be  on  one  side, 


9828.  Then  as  regards  agents  of  non-residents 
trading  in  this  country.  I gathered  from  your 
answer  to  a question  put  by  Mr.  McLintock,  that  it 
was  thought  that  the  only  method  was  the  turnover 
method,  and  that  permission  should  be  given  for 
people  to  put  in  accounts.  But  is  it  not  the  other 
way  round  ? Is  not  the  turnover  merely  where 
accounts  are  not  put  in? — Where  no  satisfactory  evi- 
dence can  be  given.  I forget  the  exact  words. 

9829.  The  first  leg  they  stand  on  would  be  the 
accounts? — Yes.  I said  in  practice  I cannot  imagine 
that  proper  accounts  would  be  rejected. 

9830.  As  regards  small  traders,  if  the  Revenue  be 
regarded  as  a business,  do  I gather  that  you  feel  that 
it  would  not  be  worth  the  money  to  have  a very  great 
elaboration  of  the  present  method  of  assessing  and 
dealing  with  small  traders? — On  a purely  mercenary 
test,  perhaps  not;  but  still  I do  think  it  would  be  an 
advantage  that  everybody  should  be  assessed  on  what 
they  are  making.  I do  not  regard  it  as  an  ideal  for 
all  time  or  that  an  assessment  upon  a round  figure 
year  after  year  is  the  proper  thing.  I only  say  that 
there  is  not  a great  deal  in  it  from  the  point  of  view 
of  money. 

9831.  But  are  not  Government  Departments  accused 
of  extravagance?  You  would  not  advocate  that  the 
Inland  Revenue  should  be  subject  unnecessarily  to  that 
charge? — I cannot  imagine  anybody,  who  knew  the 
facts,  ever  accusing  the  Inland  Revenue  Department 
of  extravagance.  In  a business,  one  runs  the  ex- 
penditure of  the  business  up  to  the  marginal  point 
where  it  pays  for  itself.  That  has  never  been  done 
in  the  Inland  Revenue  Department.  You  want  to 
see  a return  of  about  one  hundredfold  before  you 
incur  expenditure. 

9832.  Mrs.  Knowles  : We  have  talked  of  turnover  as 
a way  of  getting  at  foreigners  trading  here,  as  an 
alternative  to  their  presenting  accounts.  Is  there 
no  other  alternative  plan,  by  getting  bankers  to  make 
a return  of  the  charter-parties  or  bills  of  exchange, 
which  I believe  are  habitually  deposited  with  bankers, 
and  finding  out  there  what  the  profit  is?  You  would 
get  a truer  return  of  what  is  done,  would  you  not?  I 
speak  as  an  amateur? — All  that  you  would  get  by  the 
agency  of  the  bank  would  be,  after  all,  figures  which 
were  variants  upon  the  turnover.  The  bank  could 
never  deal  with  any  more  than  the  figures  that  passed 
through  them  as  a bank.  They  could  never  tell  you, 
for  instance,  what  the  true  invoice  price  from  abroad 
would  be,  or  the  freight  or  the  various  expenses. 

9833.  Does  not  freight  come  in  the  charter-party? — 
Partly  it  may,  but  it  would  not  give  you  the  whole 
of  the  expenses. 

9834.  Would  not  that  enable  you  to  get  at  these 
businesses  split  up  when  they  are  over  here.  Charter- 
parties  and  bills  of  exchange  must  go  through 
bankers’  hands,  sooner  or  later? 

9835.  Chairman : On  bills  of  lading,  the  bank  takes 
the  value  of  the  bill  which  is  recorded  on  the  bill  of 
lading,  and  it  advances  you  so  much.  That  is  the 
way  they  do  their  business.  They  can  tell  the  value 
from  a bill  of  lading. 

9836.  Mrs.  Knowles:  Might  not  that  be  a possible 
alternative  plan  for  getting  hold  of  these  big  trusts 
which  are  split  up  into  separate  companies  here?— 
The  one  advantage  it  might  have  might  be  to  show 
the  volume  of  the  business — whether  you  are  getting 
sufficient  in  your  gross  receipts.  It  might  be  a kind 
of  auxiliary  check,  buit  it  could  never  tell  you  any- 
thing about  the  profits.  For  instance,  if  a man 
put  in  his  statement  of  turnover  that  he  had 
sold  £10,000  worth  of  goods  in  this  country,  and  the 
information  thait  you  got  at  the  bank  was  that  bills 
had  passed  through  to  the  extent  of  £100,000,  you 
would  have  a prima  facie  case  for  investigation. 

9837.  Mr.  McLintock  : That  is  assuming  no  resident 
in  this  country  on  his  behalf,  and  that  you  cannot 
ge<t  at  him  at  all  on  this  side? — If  you  have  nobody 
to  correspond  with  except  the  man  abroad,  you  are 
helpless. 

9838.  Mrs.  Knowles : You  say  that  the  Income  Tax 
is  not  a method  of  machinery  by  which  one  could  carry 
out  national  policy  such  as  an  alternative  to  a tariff 
policy,  or  taxing  the  foreigner,  or  anything  of  that 
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sort? — I think  you  must  be  very  careful  how  many 
of  your  other  national  ideals  you  gear  on  to  the 
Income  Tax  machinery. 

9839.  But  as  this  is  the  principal  item  of  revenue, 
surely  it  is  true  that  iit  would  have  to  be  worked 
largely  through  it,  because  what  you  are  attempting 
to  do  here  is  to  apply  to  international  finance  a 
national  system  of  economics.  It  has  really  outgrown 
our  ken.  We  have  got  to  get  at  it  somehow? — But 
surely  if  there  are  more  direct  methods  available,  they 
should  be  adopted.  For  instance,  you  might  be  giving 
a man  pills  for  his  liver  and  he  might  have  a sore  toe. 
You  might  say:  “I  will  introduce  something  into 
that  pill  which  will  make  the  healing  power  in  his 
toe  greater.”  I say  you  are  approaching  the  thing 
at  too  great  a distance,  and  you  had  better  put  a 
healing  ointment  straight  on  the  toe.  Now,  if  you 
are  aiming  at  dumping,  why  not  have  a direct  method 
of  tax  via  the  Customs  and  Excise  and  at  the  ports? 
Similarly,  if  you  are  aiming  at  the  investment  of 
foreign  capital,  there  may  be  other  ways  of  attacking 
it  than  this.  I do  not  say  you  cannot  do  something; 
and  I do  not  say  you  should  not  qualify  your  tax 
policy  by  reference  to  certain  economic  reactions : but 
you  cannot  -do  everything  by  way  of  an  Income  Tax. 

9840.  In  your  experience,  is  there  much  loss  from 
arrears  of  Income  Tax? — Do  you  mean  irrecoverable 
loss? 

9841.  I was  thinking  of  the  loss  of  interest  from 
people  being  behind  in  paying  up? — There  is  nothing 
very  much  in  that  in  the  long  run,  if  they  pay  at 
regular  intervals  of  a year.  There  is  not  a great  deal 
of  loss  in  that  way. 

9842.  You  spoke  of  the  sense  of  grievance,  and  I 
think  you  will  admit  that  the  sense  of  grievance 
exists  over  the  joint  incomes  of  husband  and  wife, 
though  it  may  be  your  opinion  that  they  do  live  as 
one  unit  and  should  therefore  pay  as  a unit? — I think 
the  sense  of  grievance  has  been  fomented. 

9843.  I see  what  you  mean,  but  it  does  seem  to  be  a 
very  serious  one  between  husband  and  wife  who  want 
to  get  off  a certain  amount  of  Income  Tax? — A 
grievance,  of  course,  always  deceives  one  as  to  its 
scope,  because  dt  is  so  vocal ; 5 per  cent,  of  the  people 
can  make  a horrible  noise,  whereas  the  95  per  cent, 
may  be  quite  content.  I do  not  think  it  is  a wide- 
spread grievance,  myself.  I think  that  the  people 
who  have  the  grievance,  of  course,  make  themselves 
felt. 

9844.  Then  you  would  include  brothers  and  sisters, 
and  brothers  and  brothers,  living  together,  and 
almost  any  combination  of  people.  You  would  not 
merely  include  people  living  with  their  mistresses? — 
No ; I would  not  go  so  far  as  that,  because  I do  not 
think  thait  you  can  say,  in  the  case  of  a brother  living 
in  a house,  even  though  he  may  be  sitting  at  the  same 
table,  that  the  common  resources  are  pooled  in  the 
same  way ; not  as  a general  social  mode  in  this 
country.  He  is  more  on  the  footing  of  a lodger, 
after  all.  If  he  is  a grown-up  son,  lie  has  his  own 
rights  over  his  own  income;  he  probably  contributes 
a regular  fixed  figure  for  his  maintenance.  But  if  his 
sister,  or  whoever  he  is  living  with,  takes  a sudden 
fancy  for  a new  hat  it  is  not  so  incumbent  upon  him 
as  it  would  be  upon  her  husband. 

9845.  The  sister  can  leave,  and  the  wife  cannot. 
Have  you  any  views  as  to  the  limit  at  which  exemp- 
tion should  begin  ? — Of  course  one’s  mind  is  very  much 
affected  at  the  present  time  by  prices,  and  one  cannot 
determine  quite  at  what  level  prices  are  going  to 
settle. 

9846.  Do  you  think  it  is  a feasible  plan  to  vary  the 
abatement  limit  according  to  the  cost  of  living,  if 
once  you  get  a formula? — Not  year  by  year,  but  over 
long  periods  of  time,  yes. 

9847.  Do  you  think  that  would  he  a satisfactorv 
plan? — Yes;  I do  not  think  .you  can  escape  from  it 
over  long  periods  of  time.  Suppose  that  the  prices 
were  fivefold  in  one  decade  what  they  were  20  years 
before,  that  must  have  an  influence  upon  the  mini- 
mum of  subsistence. 

9848.  Then  you  think  the  only  thing  is  either  to 
vary  it  arbitrarily  or  take  some  scientific  basis. 
Would  it  not  be  better  to  take  the  scientific  basis  P— 
Certainly,  so  long  as  you  do  not  let  yourself  become 


slave  to  the  science,  year  by  year.  If  you  found  that 
the  present  exemption  limit  was  settled  20  years  ago, 
and  it  was  wholly  out  of  harmony  with  the  economic 
facts  of  to-day,  then  you  might  look  at  the  index 
numbers.  You  might  fix  it  by  reference  to  the  cir- 
cumstances of  a certain  decile  of  the  population. 

9849.  Sir  E.  Nott-Bower:  You  make  a reference, 
in  paragraph  4,  to  what  you  very  properly  call  the 
“ difficult  question  of  control.”  Of  course  no  one 
knows  better  than  yourself  how  the  imposition  on  the 
total  profit  of  the  company  drives  companies  out  of 
the  country  altogether,  and  leads  them  to  register 
abroad.  You  make  a proposition  here  that  we  might 
be  faced  with  this  sort  of  thing : a charge  of  tax  upon 
the  whole  profits  less  the  proportion  earned  abroad 
paid  by  way  of  dividends  to  foreign  shareholders. 
Of  course  it  would  be  very  difficult,  would  it  not,  in 
the  case  of  a company,  to  d'stinguish  between  that 
portion  of  its  profit  which  was  earned  abroad  and 
that  portion  of  its  profit  which  was  earned  here? — 
It  certainly  presents  considerable  difficulties,  and  we 
might  have  in  certain  cases  to  take  a short  cut. 

9850.  Further  on  in  paragraph  4 you  make  a sug- 
gestion which  it  seems  to  me  would  make  the  problem 
more  difficult  still.  You  say:  “ Such  a line  of  argu- 
ment would  lead  to  the  view  that  there  was  nothing 
repugnant  in  principle  to  a charge  where  a concern 
is  being  directed  and  managed  from  London,  even 
though  in  all  other  respects  it  were  abroad,  and  every 
shareholder  were  resident  abroad.”  That  is  the  sug- 
gestion there.  You  might  attribute  a part  of  the 
profit  to  the  control.  Supposing  half  the  trading 
operations  of  the  company  were  here,  and  half  were 
abroad,  but  the  control  was  here;  most  people  would, 
I think,  say  that  half  the  profit  was  a British  profit, 
and  half  the  profit  was  a foreign  profit,  and  they 
would  ignore  the  control?— I think  if  you  were  to 
say  that  we  are  not  prepared,  in  the  present  state  of 
the  Exchequer,  to  go  as  far  as  that,  you  could,  in 
strict  theory,  justify  saying  “ we  will  not  exempt  the 
profit  made  abroad,  in  view  of  the  fact  that  you  are 
controlled  here;  we  will  charge  2s.  in  the  £,  or  Is.  6d.” 
I think  that  would  he  defensible  in  principle. 

9851.  It  would  be  very  difficult  to  arrive  at  the 
proportion  on  principle,  would  it  not? — The  exact 
rate  of  tax,  yes;  that  is  not  easy  to  determine. 

9852.  In  fixing  the  rate  of  tax,  you  are  practically 
fixing  some  proportion  which  you  have  in  your  mind? 
— Yes,  in  endeavouring  to  say  how  much  shall  be  the 
fee,  so  to  speak,  to  this  country  for  control  here  of 
those  foreign  profits,  you  would  have  to  ask  yourself 
what,  on  the  principle  of  origin  and  residence,  would 
be  the  origin  part  of  the  tax,  and  then  (say)  halve 
that.  It  really  comes  to  this,  that  for  this  particular 
purpose  you  divide  your  Income  Tax  into  three ; first 
of  all  into  two  parts,  origin  and  residence,  and  then 
the  origin  portion  into  two. 

9853.  Take  a company,  for  instance;  the  wages  of 
control  would  be  the  directors’  fees,  would  they  not? 
The  control  would  be  exercised  by  the  directors,  and 
they  are  paid  fees  for  controlling  the  business? — Yes, 
but  so  far  as  the  shareholders  are  concerned,  the  share- 
holders should  be  presumed  to  get  some  advantage 
over  and  beyond  that. 

9854.  You  do  not  think  that  the  directors’  fees 
cover  the  whole  of  the  profit  which  you  might  reason- 
ably attribute  to  control? — No;  I think  the  share- 
holders would  not  seek  control  from  London,  if  they 
paid  away  the  whole  advantage  of  the  control  in 
directors’  fees. 

9855.  I think  Mr.  Marks  asked  a question  about 

allowance  for  depreciation — a sinking  fund.  I am  not 
clear  as  to  what  your  view  was  as  to  that.  Supposing 
yoxi  have  to  replace  the  value  of  machinery  or  of  any 
wasting  assets  which  cost  £10,000,  let  us  say,  you 
assume  a certain  rate  of  interest,  and  you  say  a 
sinking  fund,  an  annual  payment  of  £x  a year 
accumulated- ? — £x  being  a net  rate  after  deduc- 

tion of  tax? 

9856.  Yes.  Would  you  limit  your  allowance  to  the 
contribution  to  the  sinking  fund?  The  interest  on 
sinking  fund  would  be  taxed,  would  it  not? — Yes. 
Mathematically  I think  vou  can  represent  a hardship 
there,  but  T do  not  think  it  is  a hardship  that  is 
felt,  and  I think  the  practice  of  the  community,  and 
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their  expectations,  would  be  sufficiently  met  if  you 
could  provide  a capital  sum  at  the  date  of  the  death 
of  the  asset  sufficient  to  replace  that  asset;  never 
mind  how  you  had  done  so. 

9857.  You  do  not  deny  mathematical  hardship? — 
No. 

9858.  Sir  J.  Harmood-Banner : There  is  one  ques- 
tion which  I think  has  not  been  put  to  you.  No 
doubt  your  attention  has  been  called  to  that  legal 
decision  the  other  day,  about  the  distribution  of  re- 
serves. Do  you  think  that  some  steps  ought  to  be 
taken  as  regards  that — that  that  decision  will  lead 
to  very  considerable  diminution  in  Super-tax  pay- 
ments?— I do  not  think  that  the  decision  makes  a 
great  difference.  The  loss  has  been  there  all  along, 
and  the  decision  merely  puts  upon  the  actual  records 
of  law  what  has  been  assumed  to  be  the  law  for  many 
years.  The  loss  is  there,  and  should  be  provided 
against. 


9859.  As  it  stands  at  present,  it  provides  a method 
which  goes  against  the  general  interest  of  the  Super- 
tax, paying  a low  rate  of  dividend,  putting  away 
large  reserves,  and  then  distributing  them  as  capital 
upon  which  no  Super-tax  is  paid? — Quite. 

9860.  That  creates  great  irregularity,  because  one 
man  does  that,  pays  small  dividends  and  distributes 
in  a way  in  which  no  Super-tax  is  paid;  but  in  the 
case  of  another  man  who  distributes  his  dividend 
fairly  and  reasonably  every  year,  his  shareholders  have 
to  pay  Super-tax? — Quite;  that  has  been  the  position, 
of  course,  for  some  years. 

9861.  And  this  case  is  really  rather  a lesson  to 
people  to  use  that  method  as  one  by  means  of  which 
they  will  get  rid  of  the  payment  of  Super-tax? — I do 
not  know.  I think  that  case  merely  forms  part  of  the 
chain  of  reform. 

9862.  Chairman : Thank  you.  We  have  had  a very 
interesting  morning,  Dr.  Stamp. 


Mr.  A.  H.ook,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Proof  of  evidence  of  A.  Hook,  Superintending 

Inspector  of  Taxes,  on  the  subject  of  the 

DEPRECIATION  OF  WASTING  ASSETS  IN  RELATION  TO 

Income  Tax. 

9863.  (1)  Separate  memoranda  have  been  put  in 
dealing  with  the  past  history  of  the  questions  of 
wasting  assets,  allowances  for  wear  and  tear  of 
machinery  and  plant,  and  terminable  annuities.  It  is 
proposed  in  this  evidence  to  deal  with  this  aspect  of 
the  question  as  briefly  as  is  consistent  with  a full 
understanding  of  the  present  position  of  the  law  and 
practice. 

9864.  (2)  As  regards  trading  profits,  the  existing 
allowances,  as  set  out  in  the  Income  Tax  Act,  1918, 
are — 

(а)  The  “ supply,  repairs  or  alterations  of  any 

implements,  utensils  or  articles  employed 
for  the  purposes  of  the  trade.  . . .” 

[Income  Tax  Act,  1918,  Sch.  D,  Cases  I. 
and  II.,  Rule  3 (d).] 

(б)  A just  and  reasonable  allowance  for  the 

“ wear  and  tear  during  the  year  of  any 
machinery  or  plant  used  for  the  purposes 
of  the  trade.  . . .”  [Sch.  D,  Cases  I. 

and  II.,  Rule  6.] 

When  the  assessed  profits  are  insufficient  to  cover 
such  depreciation  allowance,  the  unsatisfied  balance 
is  carried  forward  and  allowed  in  future  years. 
The  total  allowance  for  all  years  is  restricted  to 
the  actual  cost  to  the  trader  of  the  machinery  or 
plant  in  question. 

(c)  If  the  machinery  or  plant  becomes  obsolete 
and  is  replaced,  an  allowance  is  made  of  the 
unexhausted  (written  down)  value  less  the 
sum  realized  on  sale.  [Sch.  D,  Cases  I.  and 
II.,  Rule  7.] 

(<2)  In  computing  trade  profits  in  the  case  of 
mills,  factories  and  other  similar  premises 
one-sixth  of  the  annual  value  is  allowed  by 
way  of  depreciation  (in  addition  to  the 
ordinary  outlay  on  repairs).  [Sch.  D, 
Cases  I.  and  II.,  Rule  5 (2).] 

9865.  (3)  A proposal  that  is  likely  to  be  urged  upon 
the  attention  of  the  Commission  with  special  emphasis 
is  the  extension  of  the  depreciation  allowance  to  assets 
which  are  subject  to  inevitable  wastage  and  exhaus- 
tion in  the  course  of  trade,  for  which  at  present  no 
allowance  is  made. 

9866.  (4)  The  Incomo  Tax  Acts  are  concerned  with 
“ profits  ” ; and  “ depreciation  of  wasting  assets  ” is 
merely  one  aspect  of  the  wider  question  “ what  is 
profit?  ” The  meaning  of  the  word  as  used  in  the 
Income  Tax  Acts  is  narrower  than  its  ordinary  busi- 
ness meaning.  The  word  is  nowhere  defined  with 
exactness.  Its  limitations  are  derived  from  certain 


Rules  which  specify  deductions  that  may  be  made  in 
arriving  at  the  amount  of  the  assessable  profit  and 
from  sundry  definite  prohibitions. 

9867.  (5)  The  following  have  a direct  bearing  on 
the  question  of  wasting  assets — 

No  deduction  may  be  made  on  account  of  “ any 
capital  withdrawn  from,  or  any  sum  employed  or 
intended  to  be  employed  as  capital  in  such 
trade.  . . .”  [Sch.  D,  Cases  I.  and  II., 

Rule  3 (f).] 

“ No  other  deductions  shall  be  made  than  such 
as  are  expressly  enumerated  in  this  Act.” 
[s.  209.] 

Read  in  conjunction  with  paragraph  2 these  pro- 
hibitions show  the  extent  and  the  limits  of  the  allow- 
ances as  factors  in  estimating  “ profit.” 

9868.  (6)  The  present  position  is  clearly  expressed 
by  Farwell,  L.J.  (Smith  v.  Lion  Brewery  Co.,  Ltd., 
[1909]  2 K B.  912;  [1911]  A.C.  150):  “ The  Income 
Tax  Acts  “ expressly  forbid  certain  deductions  which 
might  be  thought  allowable  before  the.  true  profits 
of  a trade  could  be  ascertained,  but  with  this  excep- 
tion ‘ profits  of  a trade  ’ bears  its  ordinary  significa- 
tion as  used  by  business  men  in  business.” 

9869.  (7)  The  essence  of  the  present  problem  is  to 
determine  whether  any  of  the  deductions  which  the 
Income  Tax  Acts  at  present  prohibit  ought  to  be 
allowed  in  arriving  at  the  profit  on  which  Income 
Tax  should  be  paid. 

To  take  the  well-known  Alianza  Case  ( Alianza  Co., 
Ltd.,  v.  Bell,  [1904]  2 K.B.  666;  [1905]  1 K.B.  184; 
[1906]  A.C.  18),  an  English  company  purchased 
nitrate  grounds  and  makes  its  profits  by  extracting 
the  nitrates  from  the  soil,  using  up  year  by  year  the 
raw  material  which  it  had  bought  in  bulk.  The  com- 
pany claimed  that  the  cost  of  the  raw  material  so 
used  up  was  a proper  deduction  to  be  made  in 
arriving  at  its  profits.  The  courts  held  that,  the 
Income  Tax  Acts  prohibited  such  deduction. 

An  English  company  spends  £100,000  in  equipping 
a colliery,  sinking  the  shafts,  «fcc.,  the  mine  being 
worked  out  in  30  years.  Should  the  company  bo 
allowed  to  charge  the  whole  or  part  of  this  £100,000 
as  an  expense  in  estimating  its  profits  for  Income 
Tax  purposes? 

A medical  practice  produces  a profit  of  £1,000  a 
year.  A doctor  purchases  the  practice,  paying  £2,000 
for  the  goodwill.  Is  his  assessable  profit  £1,000  a 
year,  or  £1,000  less  some  portion  of  the  sum  he  paid 
for  the  practice? 

These  are  instances  of  deductions  which  the  Income 
Tax  Acts  at  present  forbid ; and  it  will  no  doubt  be 
for  the  Commission  to  consider  whether  in  any  of 
these  cases,  or  in  similar  cases,  the  particular  deduc- 
tion should  be  allowed. 

9870.  (8)  The  Rules  of  the  Act  of  1842  were  first 
relaxed  in  1878,  the  Act  of  that  year  allowing  a 
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deduction  in  respect  of  “ wear  and  tear  ” of  plant 
and  machinery  used  for  the  purposes  of  the  trade. 
This  is  a logical  extension  of  the  earlier  Act.  Plant 
and  machinery  are  material  things  used  in  making  the 
profits  and  used  up  in  the  process.  An  allowance  by 
way  of  renewal,  which  is  adequate  in  the  case  of 
utensils  which  are  numerous  and  liable  to  frequent 
replacements,  ceases  to  meet  the  case  of  plant  whose 
renewal  will  not  take  place  for  a long  period  of  years 
or  may  not  take  place  at  all. 

9871.  (9)  It  may  be  pointed  out  that  the  Income 
Tax  Act  of  1842  permitted  no  allowance  on  account' 
of  the  depreciation  of  trade  plant  and  machinery, 
the  only  deduction  authorized  being  the  average  cost 
of  the  supply  and  repair  of  implements,  &c.,  used  in 
the  trade.  A subsequent  allowance  of  the  cost  of 
renewing  important  plant  and  machinery  did  not  give 
satisfaction,  seeing  that  the  outlay  occurred  at  long 
intervals  and  that  the  profits  of  the  year  in  which 
the  expense  was  met  might  well  be  insufficient  to 
cover  the  allowance.  In  certain  parts  of  the  country 
the  practice  consequently  arose  of  making  allowances 
for  depreciation  to  meet  this  obvious  hardship.  The 
practice  received  legislative  sanction  in  the  Act  of 
1878,  which  authorized  an  allowance  on  account  of 
“ wear  and  tear.”  This  Act  recognized  that,  in  the 
case  of  plant  and  machinery,  the  “ using  up  ” of  the 
capital  asset  is  the  condition  of  the  allowance,  the 
“ using  up  ” being  an  inevitable  incident  in  the  pro- 
cess of  production. 

9872.  (10)  The  Finance  Act,  1918,  extended  this 
principle  still  further  to  the  actual  structures  in 
which  such  plant  is  housed  as  material  assets  essential 
to  the  process  of  production,  and  “ used  up  ” in  that 
process.  In  both  cases  it  is  assumed  that  repair  may 
lengthen  but  cannot  perpetuate  the  “ life  ” of  the 
particular  asset. 

9873.  (11)  The  question  of  wasting  assets  has  been 
considered  on  several  occasions,  as  indicated  in  the 
Historical  Note.  [See  App.  No.  7 (h).]  The  some- 
what inconclusive  result  of  those  discussions  may  per- 
haps be  traced  to  certain  elements  in  the  problem 
which  tend  in  opposite  directions,  and  which  cannot 
be  ignored  in  considering  the  possibility  of  reform 
without  the  risk  of  creating  greater  anomalies  and 
practical  difficulties  than  those  that  such  reform  is 
designed  to  remove. 

9874.  (12)  There  has  been  no  general  agreement  as 
to  the  meaning  of  “ profits  ” which  might  reasonably 
form  the  basis  of  a charge  to  Income  Tax.  In  the 
case  of  mines,  for  example,  some  have  urged  that  the 
value  of  the  mineral  in  its  native  state  should  be 
admitted  as  a deduction  in  arriving  at  the  assessable 
profit;  others  that  only  a proportion  of  that  value 
should  be  so  treated ; others,  again,  that  no  part  of 
that  value  should  be  excluded  from  the  profit.  Apart 
from  those  other  aspects  of  the  problem  which  call  for 
consideration,  it  would  seem  desirable  to  consider  what 
principles  should  guide  us  in  determining  “ profit.” 

A common  agreement  on  that  point  may  make  it 
easier  to  deal  with  the  practical  questions  resulting 
from  the  long  continuance  of  a particular,  though 
perhaps  imperfect,  form  of  tax. 

9875.  (13)  It  has,  for  example,  been  pointed  out 
that  most  existing  contracts  involving  wasting  assets 
have  been  entered  into  during  the  currency  of  the 
present  Income  Tax  system,  and  that  whatever  faults 
there  may  be  in  that  system  must  have  been  known 
to  and  taken  into  account  by  the  contracting  parties. 
Where  it  is  difficult  to  decide  between  arguments  for 
and  against  change,  such  a consideration  may  well 
prove  to  be  decisive ; and  there  is  little  doubt  that  it 
has  on  other  occasions  exercised  considerable  influence. 

It  is  proposed,  therefore,  to  examine  this  point  more 
fully  in  connection  with  the  particular  questions 
that  may  arise. 

9876.  (14)  The  practical  difficulties  of  any  change 
that  may  be  contemplated  will  be  dealt  with  later; 
and  the  Commission  will  no  doubt  consider  what 
weight  should  be  given  to  this  side  of  the  question  in 
estimating  the  urgency  of  a wasting  asset  allowance. 

9877.  (15)  In  pursuance  of  the  suggestion  in  para- 
graph 12,  the  following  observations  on  the  meaning 
of  profit  are  submitted. 


9878.  (16)  Any  consistent  treatment  of  the  general 
question  of  wasting  assets  involves  some  definite  con- 
ception of  the  meaning  of  true  profits.  A clear  idea  of 
the  meaning  of  profit  will  enable  us  to  distinguish 
between  expenses  which  are  actual  costs  in  earning 
tho  profit  (such  as  the  cost  of  trading  stock)  and 
expenses  which  are  not  in  themselves  actual  costs  in 
earning  the  profit,  but  merely  payments  by  indi- 
viduals for  the  opportunity  of  earning  the  profits 
(such  as  payments  for  goodwill).  A definite  concep- 
tion of  the  meaning  of  true  profit  will  in  the  same 
way  enable  us  to  distinguish  between  assets  (such  as 
pit  shafts)  whose  wastage  or  exhaustion  is  an  inevit- 
able incident  of  the  trade,  and  therefore  a legitimate 
factor  in  measuring  the  profits  of  the  trade,  and  assets 
(such  as  leases)  which  are  wasting  capital  to  the 
actual  trader,  but  which  are  in  essence  capitalised 
profits  and  not  assets  “ used  up  ” in  the  actual  trade 
or  productive  process.  Instances  of  typical  cases  are 
given  in  paragraph  7 above.  It  is  suggested  that  the 
question  should  be  approached  in  this  way  because, 
unless  tho  discussion  is  based  on  some  generally 
accepted  interpretation  of  the  word  “ profit,”  the 
selection  of  assets  as  the  proper  subject  of  Income  Tax 
allowance  becomes  more  or  less  arbitrary,  and  much 
misunderstanding  and  confusion  may  result  which 
might  otherwise  be  avoided. 

9879.  (17)  It  is  desirable  that  the  definition  of 
profit  should  leave  out  of  consideration  all  payments 
between  individuals  which  are  merely  “ transfers  of 
rights  to  future  profits,”  and  should  admit  only  such 
costs  as  are  expenses  in  the  actual  carrying  on  of  the 
trade  or  in  the  actual  process  of  production.  In  other 
words,  profit  is  the  amount  by  which  the  sale  prico 
of  the  product  exceeds  the  capital  expended  and  used 
up  in  the  actual  process  of  production,  without  regard 
to  any  sums  paid  for  a share  of,  or  an  interest  in, 
the  profits  arising  from  such  process.  It  is  not  diffi- 
cult in  any  particular  case  to  determine  whether  a 
payment  is  a proper  deduction  in  calculating  profit 
within  the  meaning  of  this  definition. 

For  example,  the  capital  expended  in  sinking  a 
mine  shaft  which  becomes  worthless  when  the  mine  is 
exhausted  is  a real  expense  in  earning  tho  profits  of 
the  mining.  On  the  other  hand,  the  amount  paid  by 
a doctor  for  a partnership  in  a practice  is  no  part  of 
tho  cost  of  carrying  on  the  practice  or  of  earning  the 
profits,  but  is  merely  a sum  paid  to  entitle  him  to 
a share  of  or  an  interest  in  the  profits. 

9880.  (18)  The  theoretical  problem  of  the  Income 
Tax  is  to  determine  the  amount  of  this  true  profit, 
and  what  portion  of  it  (if  any)  should  be  excluded 
from  the  charge  to  British  Income  Tax  where  part 
of  tho  capital  is  expended  in  the  purchase  of  wasting 
assets  abroad. 

9881.  (19)  The  practical  problem  is  to  decide  to 
what  extent  the  existing  tax  falls  short  of  abstract 
perfection,  and  whether  this  discordance  between  fact 
and  theory  is  so  great  as  to  necessitate  change  in 
spite  of  the  long  establishment  of  the  tax  in  its 
present  form  and  of  the  consequent  fact  that,  as 
regards  existing  concerns,  positive  hardship  may  have 
been  mitigated  if  not  entirely  removed. 

9882.  (20)  It  will  be  convenient  to  consider  sepa- 
rately the  question  of  wastage  of  natural  resources 
(such  as  mineral  deposits)  and  depreciation  of  plant 
and  machinery  in  view  of  the  different  practical 
problems  they  present. 

Wasting  natural  resources. 

9883.  (21)  So  far  as  regards  wasting  assets  as  a 
factor  in  determining  profit,  the  first  question  that  is 
likely  to  emerge  is  that  which  concerns  the  “ in- 
herent ” value  of  mineral  deposits  and  other  natural 
resources  which  form  the  raw  material  of  industry. 

9884.  (22)  It  has  been  urged  in  some  quarters  that 
the  “ inherent”  value  of  coal  (for  example)  as  it  lies 
in  the  earth  should  be  deducted  from  the  receipts  on 
the  sale  of  the  extracted  coal  in  arriving  at  the  true 
profit  of  the  whole  operation  of  mining ; or,  to  narrow 
the  question  to  the  position  of  the  landowner  in 
reference  to  Income  Tax,  that  he  should  deduct  some 
hypothetical  value  of  the  coal  in  the  ground  in  esti- 
mating his  profit  from  its  sale  or  exploitation.  On 
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this  view  the  coal  in  the  ground  is  treated  as  though 
it  were  ordinary  stock-in-trade,  and  the  suggestion 
is  that  its  value  in  stock-in-trade  should  be  debited  in 
the  trading  accounts  like  the  purchased  stock  of  any 
trader.  Various  difficulties  suggest  themselves  in  con- 
nection with  this  proposal.  Stock-in-trade  normally 
appears  either  in  the  purchases  of  the  year  or  as  a 
credit  in  the  acounts  of  the  previous  year.  The  native 
coal  falls  under  neither  of  these  heads.  The  sugges- 
tion, indeed,  can  only  find  support  if  the  landowner  is 
assumed  to  sell  the  coal  by  himself  as  landowner  to 
himself  as  coal  trader,  a strained  view  of  the  facts 
which  it  is  difficult  to  accept. 

9885.  (23)  It  may  not  unreasonably  be  postulated 
that  the  coal  has  no  value  at  all  until  its  extraction 
for  use  (immediate  or  remote)  is  contemplated ; and 
that  the  whole  of  the  exchange  value  is  inseparable 
from,  or  is  created  by,  the  trading  operations  whose 
profits  are  in  question.  Regarded  in  this  way,  ithe 
value  of  the  “ native  ” coal  (whatever  that  value  may 
be)  forms  part  of  the  profits  produced  by  the  trade. 

9886.  (24)  If  any  “ original  value”  is  assumed  as 
a deduction  from  profits,  there  appears  to  be  no 
measure  of  such  “original  value”  other  than  the 
actual  purchase  price  of  the  mining  right  when  such 
is  sold ; a price  which  may  vary  widely  from  year  to 
year  according  to  the  market  price  of  the  extracted 
coal.  Any  smaller  figure  must  be  purely  arbitrary ; 
and  the  mere  suggestion  of  such  seems  to  admit  that 
the  logical  consequences  of  the  “inherent  value” 
theorv  cannot  be  faced. 

9887.  (25)  Another  aspect  of  the  matter  may  be 
put  thus : The  actual  coal  is  the  gift  of  nature.  So 
far  as  it  possesses  any  exchange  value  before  human 
labour  has  been  applied  to  it,  such  exchange  value  is 
entirely  the  creation  of  the  community.  The  land- 
owner  at  least  has  expended  nothing  in  creating  it. 
When  such  exchange  value  is  realized,  the  proceeds 
passing  into  the  hands  of  the  individual  landowner, 
it  is  a not  unreasonable  proposition  that  such  proceeds 
should  be  regarded  as  profit  to  him,  and  profit  which 
the  community  is  justified  in  taxing. 

9888.  (26)  If  it  is  accepted  that  in  the  case  of 
mineral  deposits  worked  in  the  United  Kingdom  the 
proceeds  derived  from  the  sale  of  the  mineral  in  its 
native  Btate  are  profits  falling  within  the  legitimate 
province  of  the  British  Income  Tax,  the  question  re- 
mains : How  and  at  what  point  the  tax  thereon 
should  be  levied?  Such  minerals  are  commonly 
worked  bv  a trader  who  leases  the  mining  rights  and 
nays  to  the  lessor  a royalty  on  the  amount  extracted, 
less  frequently  by  a trader  who  has  purchased  for  a 
lump  sum  the  right  to  work  the  minerals,  and  occa- 
sionally by  the  owner  of  the  minerals  himself. 

9889.  (27)  In  the  first  case  the  tax  is  paid  on  the 
full  amount  of  the  royalty.  The  trader  pays  tax  on 
the  profits  of  the  business  without  charging  the 
royalty  as  an  expense,  and  deducts  the  appropriate 
amount  of  tax  on  paying  the  royalty.  The  lessor  thus 
bears  tax  on  the  whole  sum  he  derives  from  the 
minerals.  On  the  other  hand,  the  proposition  that  the 
“ inherent  value  ” should  not  be  subject  to  tax  in- 
volves tbe  total  or  partial  exemption  of  the  royalty 
from  tax. 

9890.  (28)  In  the  second  case  the  trader  purchases 
the  minerals  outright.  The  purchase  price  is  paid  in 
full ; and  in  estimating  the  trader’s  profit  no  deduc- 
tion is  admitted  on  account  of  such  purchase  price. 
The  burden  of  the  tax  is  economically  shifted  to  the 
shoulders  of  the  vendor  of  the  minerals  in  so  far  as 
the  purchase  price  falls  short  of  what  it  would  have 
been  had  the  vendor  been  Fable  himself  to  pay  Income 
Tax  thereon.  It  will  no  doubt  be  admitted  that  the 
aggregate  profit  on.  which  tax  is  paid  should  not  be 
affected  bv  any  arbitrary  arrangements  between  those 
participating  in  such  profits.  An  allowance  to  the 
purchaser  on  account  of  the  price  paid  for  the 
minerals  would  consequentlv  involve  a charge  upon 
the  vendor.  If.  for  examnle,  a company  pays  to  a 
landowner  £100  000  for  the  mining  rights  on  his 
property,  and  the  companv  is  allowed  that  £100,000 
as  an  expense  in  calculating  its  profits  for  Income 
Tax  purposes,  it  becomes  necessarv  to  charge  the 
landowner  with  tax  upon  this  £100,000  as  profit  accru- 
ing to  him,  otherwise  the  Revenue  loses  tax  on  this 


£100,000  profit  as  a result  of  a purely  arbitrary 
arrangement  between  the  seller  and  the  buyer.  In 
practice  the  company  knows  that  it  will  receive  no 
Income  Tax  allowance  in  respect  of  this  £100,000,  and 
it  can  and  does  shift  the  burden  of  the  tax  to  the 
landowner  when  it  makes  its  bargain  with  him.  The 
latter  consequently  bears  the  tax  indirectly,  since  he 
gets  less  for  the  mining  rights  than  he  would  otherwise 
have  received.  Apart  from  the  undesirability  and 
the  unfairness  of  charging  a graduated  tax  upon  such 
a lump  sum  as  income  in  one  year,  any  change  of  the 
present  practice  in  the  case  of  minerals  which  have 
already  been  bought  and  paid  for  would  be  inequit- 
able, the  purchaser  having  already  received  an  allow- 
ance from  the  vendor  in  the  purchase  price,  and 
receiving  it  again  from  the  State  in  his  Income  Tax. 
As  regards  future  sales,  no  advantage  would  accrue 
to  buyer  or  seller  from  any  alteration  of  the  present 
system,  since  any  change  would  be  reflected  in  future 
bargains. 

9891.  (29)  If  it  is  suggested  that  the  trader  cannot 
and  does  not  provide  in  such  a bargain  for  an  unfore- 
seen and  altogether  abnormal  increase  in  the  rate  of 
tax,  it  may  be  replied  that  this  is  merely  one  of  the 
speculative  factors  in  all  bargains  involving  the 
future.  In  so  far  as  this  unforeseen  burden  does  in 
fact  fall  upon  the  trader,  it  may  be  fair  to  say  that 
the  conditions  which  have  brought  about  the  high 
Income  Tax  have  also  brought  about  the  high  market 
price  of  the  product  ( e.g .,  coal),  and  that  on  balance 
the  result  is  not  to  the  trader’s  disadvantage. 

9892.  (30)  The  third  case,  in  which  the  owner  of 
the  minerals  works  them  himself,  calls  for  no  special 
remark.  The  general  arguments  for  and  against 
the  allowance  of  the  hypothetical  inherent  value  of 
the  minerals  are  set  out  in  paragraphs  22  to  25;  and 
the  answer  in  this  third  case  will  depend  upon  the 
weight  given  to  those  arguments. 

9893.  (31)  As  regards  mineral  deposits  abroad,  the 
arguments  for  and  against  the  deduction  from  profits 
of  the  hypothetical  value  of  the  minerals  are  the  same 
as  in  the  case  of  home  deposits ; although  further 
questions  may  arise  in  considering  the  Income  Tax 
to  be  charged  on  those  profits. 

9894.  (32)  If  it  is  held,  as  suggested  by  some,  that 
the  “ inherent  ” value  of  such  minerals  (measured, 
presumably,  by  their  purchase  price)  is  a proper  de^ 
duction  in  arriving  at  profits,  it  is  clear  that  the 
British  Revenue  at  present  receives  something  more 
than  tax  on  real  profits,  seeing  that  the  existing 
Income  Tax  admits  no  deduction  in  respect  of  such 
purchase  price.  Before,  however,  extending  relief 
to  the  British  trader  on  that  account,  it  would  still 
be  necessary  to  consider  whether  the  “ burden  ” fell 
upon  him,  or  whether,  apart  from  this  consideration, 
the  Income  Tax  operated  as  a handicap  to  British 
trade  whose  removal  might  be  advisable  as  a matter 
of  policy.  These  are  points  of  considerable  com- 
plexity ; but  the  position  may  perhaps  be  summarised 
briefly  as  follows. 

9895.  (33)  The  British  capitalist  is  competing  with 
foreign  capitalists  for  the  purchase  of  a mineral  field 
abroad.  The  “ local  market  price  ” of  the  mineral 
field  is  determined  by  the  nature  of  the  general 
demand  (both  foreign  and  British) ; and  the  British 
Income  Tax  is  therefore  not  a direct  factor  in  fixing 
that  price.  The  British  capitalist  under  such  circum- 
stances has  no  power  to  compel  the  foreign  vendor  to 
accept  less  than  the  “ common  market  price  ” ; or,  in 
other  words,  to  pass  on  the  burden  of  the  tax  to  the 
foreign  vendor.  On  the  other  hand,  it  is  equally 
evident  that  the  British  capitalist  will  not  purchase 
unless  the  net  return  on  his  capital,  in  spite  of  the 
burden  of  the  tax,  is  sufficient  to  attract  him.  He 
must  therefore  enjoy  certain  advantages  as  compared 
with  his  foreign  competitor.  These  advantages  may 
be  greater  enterprise,  wider  knowledge  and  experi- 
ence, greater  facilities  in  raising  capital  on  moderate 
terms,  and  so  on. 

9896.  (34)  These  considerations  would  appear  to 
lead  to  this  conclusion,  that  while  the  burden  of 
the  tax  on  the  purchase  price  of  the  foreign  mineral 
deposit  falls  in  theory  upon  the  British  trader  and 
is  not  shifted  to  the  foreign  vendor,  he  makes,  or 
anticipates,  exceptional  profits  which  leave  him  in  a 
favourable  position  in  spite  of  the  tax ; in  other  words. 
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while  in  principle  he  should  be  relieved  of  tax  on  the 
purchase  price,  its  existence  in  the  past  has  not 
imposed  upon  him  a real  hardship  and  has  not 
operated  as  a bar  to  foreign  enterprise. 


9897.  (35)  The  present  discussion,  however,  is  con- 
cerned less  with  the  tax  as  it  has  been  than  with  the 
tax  as  it  should  be  in  the  future.  The  Commission 
will  no  doubt  consider  whether  the  position  of  the 
British  capitalist  in  the  future  will  be  so  advan- 
tageous in  competing  for  foreign  mineral  deposits 
and  the  like  that  the  burden  of  the  tax  on  the 
purchase  price  may  still  safely  be  ignored,  or  whether, 
in  view  of  keener  competition,  the  burden  of  the  tax 
will  become  a serious  factor  in  the  British  capitalist’s 
position. 

9898.  (36)  If  it  is  held  that  the  hypothetical  “ in- 
herent ” value  of  the  mineral  deposit  is  not  a deduc- 
tion in  arriving  at  profit,  other  considerations  arise. 
The  purchase  price  now  becomes  pure  profit ; but  it  is 
profit  accruing  to  a foreigner  from  a sale,  by  him 
abroad,  and,  as  such,  is  not  an  appropriate  object 
of  British  taxation.  If  the  British  trader  pays  tax 
on  the  whole  profit  (including  that  represented  by 
the  purchase  price),  and  if,  as  suggested  in  para- 
graph 33,  he  has  no  effective  power  of  passing  any 
part  of  the  burden  of  the  tax  to  the  foreign  vendor, 
he  then  in  fact  pays  tax  on  a figure  of  profit  which 
exceeds  what  may  be  called  the  “ British  profit,” 
the  excess  being  represented  by  the  purchase  price 
(which,  if  the  above  principle  is  accepted,  should 
not  bear  British  tax  at  all).  In  that  case  we  reach 
the  position  outlined  in  paragraphs  34  and  35— the 
reality  of  the  hardships  and  the  requirements  of 
policy. 


9899.  (37)  The  review  of  this  question  as  regards 
mineral  deposits  abroad  would  not  be  complete  with- 
out some  reference  to  the  various  ways  in  which  such 
assets  are  acquired.  In  many  cases  the  properties 
are  leased,  the  British  trader  paying  rent  or  royalty. 
Such  payments  are  admitted  as  deductions  for  Incomo 
Tax  purposes ; so  that  in  this  instance  tax  is  paid  on 
real  profits  only,  no  tax  being  levied  on  the  “ profit  ” 
accruing  to  the  foreign  lessor. 

9900.  (38)  In  many  cases  the  foreign  asset  is 
acquired  by  purchase  for  cash.  We  are  here  faced 
fflth  the  simple  issue  set  out  in  paragraphs  34 
and  do. 


9901.  (39)  In  other  instances,  however,  the  asset  i 
acquired  (wholly  or  in  part)  by  the  issue  of  shares  i] 
the  British  company.  In  this  case  it  might  b 
suggested  that  the  property  is  not  ‘purchased  at  al 
as  the  company  sacrifices  nothing  to  acquire  it,  am 
that  no  question  of  a wasting  asset  arises.  Whethe 
this  point  of  view  is  sound  or  not,  there  still  remain 
the  other  question.  What  part  of  the  joint  profi 
accrues  to  the  foreign  landowner  in  respect  o 
property  abroad  transferred  to  the  British  company 
and  should  such  part  be  exempt  from  British  taxi 
it  it  be  held  that  such  exemption  should  be  granted 
it  may  take  either  of  two  forms:  (1)  an  allowanc( 
to  the  company  on  account  of  a wasting  asset  or  (2 
the  exemption  from  tax  of  the  dividends  paid  to  the 
foreign  holder  on  his  “ vendor’s  shares.”  The  allow 
ance  of  the  wasting  asset  would  probably  be  the 

ZS.'nds”?  fh°  CheaP 7;  Tho  «f  exemptinE 

-forel«?  onder  such  circumstance, 

wil  come  before  the  Commission  in  another  silane 

these  Vwo  " PS  ° ne,Tssal'y  point  out  here  that 
these  two  exemptions  ” are  in  a sense  alternative 

9902  (40)  It  may  be  added  that  foreign  miners 
deposits  may  change  hands  more  than  once  before 
aiming  into  the  possession  of  the  company  that  work, 
them.  Should  the  Commission  decide  that  allowanci 
oCnht°tn  b °f  ?e  .fastln8  asset  (the  mineral  field' 
be  flowed  ,h”af?’  * 18  suggested  that  tho  amount  U 

should  not  exceed  the  price  paid  when  the 
property  first  passes  into  the  hands  of  a person  nor 
mally  liable  to  British  Income  Tax  Fo?  examrde 
A (residing  ,n  London)  buys  a mineral  property  Lon 
an  FnT  .°Wner  fOT  i£20'000  nnd  sells  it  to  B Ltd 
l«oiE  u h comP.”ny),  f°r  £60,000  The  wastine 
Sfe, >'ght,  reasonably  be  based  upon  t?, 
the  additional  £30,000  beim?  “ mnfit  >> 
xng  to  a British  resident,  S ? accn,‘ 


9903.  (41)  Closely  associated  with  the  question  as 
it  concerns  the  mineral  deposit  is  that  of  the  capital 
expended  in  immediate  connection  therewith  ( e.g ., 
mine  shafts,  sinking  oil  wells,  and  general  develop- 
ment).  The  assets  created  by  such  expenditure  share 
a liability  to  exhaustion.  They  are  wasting  assets; 
and  such  capital  as  is  irrecoverably  expended  in  this 
way  is  in  principle  a deduction  to  be  made  in  estimat- 
ing the  true  profit. 

At  present  no  allowance  is  made  for  Income  Tax 
purposes  on  this  account ; and,  as  a consequence,  tax 
is  paid  on  something  in  excess  of  real  profit.  If 
however,  the  removal  of  this  hardship  is  contemplated’ 
it  becomes  necessary  to  consider  as  a practical  problem 
not  only  the  weight  of  the  burden  itself,  but  upon 
whom  it  falls,  whether  any  measure  of  relief  would 
reach  the  right  pocket,  and  whether  such  relief  is 
necessary  as  a matter  of  policy  in  the  interests  of 
British  trade. 


- \ — / ...... nose  i uub  joncisn  coal  min- 

ing  mostly  as  a typical  example,  it  is  suggested 
that  the  burden  of  the  tax  in  question  (i.c.,  on  tho 
amount  represented  by  shaft  sinking)  is  shifted  for- 
ward to  the  home  consumer  and  borne  by  him  in  tho 
market  price  of  coal.  There  is  no  foreign  competition 
in  the  home  coal  market;  the  particular  tax  burden 
is  common  to  the  whole  industry  serving  that  market. 

rnarkm  ICTy  *“ ,1StshiHed  <*>  «'■*  buyers  in  that 

market  Tile  amount  of  tax  involved  at  six  shillings 

coal “ £ B “PP1'011"1016^  OM  half-penny  per  ton  of 


position  Ille  coal  industry  (as  regards  home 
consumption)  appears  to  be  this:  Ae  colliery  company 
pays  more  tax  than  it  should  to  the  extent  of  a little 
Inonm  n%lla  f"n8nny  per  ton'  because  it  receives  no 
Ihnft  5“  aluWTC,ec  fo1'  tlle  caPital  sunk  in  mine 
shafts  Ac  ; the  half-penny  per  ton,  however is 
ultimately  borne  by  the  home  consumer.  A “ wasting 

feast)  a gift”  to6  SouM’*heref“'e,  >»  <f“'  » time  af 
in  the  aefregaL  t ° ‘“7  Pr°P™‘°L  amounting 

Wlmtb  aSSreSate  to  approximately  £600,000  a year 

tL  ffturel  fh  a- t (i!S'  f '™St’  seeras  Pr»bable  in 
tno  tutuie),  tho  tax  burden  cannot  be  shifted  to 

tard«dret,g;n“nSTer’  a"d  raust  therefore  be  re 

British'  ex^rt oTmS^*  i"di“t*d-  “ “ handiaaP  to 

9906.  (44)  The  above  considerations  do  not  aunlv 

tries  inTh'  “ th°  “‘''or  minfng  iffi 

ies  in  this  country,  a varying  degree  of  foreign 
competition  in  the  home  market  having  to  be  met  m 
practically  all  o them ; and  in  these  other  industrief 
it  may  be  stated  that  the  burden  of  the  tax  in  uues- 
tion  ls  not  wholly  shifted  to  the  consume?,  bn?  £ 

rithe"dustf;CitaelfOUgh  Pr<>lab,y  triUi”S)  -eight 

British  ownetf^f Cb ' the  S-°  thi"g  maY  be  silU  ®f 
British-owned  foreign  mining  undertakings.  Where 

burden’oft'h  7 0"mPetiti<>n  bY  foreign  concerns  the 
in  svbolf  ■ "T  lmd,6r  discussion  must  remain 
", S °r  ln.Part  on  tho  British  company;  and 
again  the  practical  problem  takes  the  shape  set  out 
m paragraphs  34  and  35. 

,9908.  (46)  In  presenting  the  subject  as  regards 
mmes  and  mine  shafts  and  the  like  in  the  above  form, 
id  has  been  the  desire  of  the  Board  of  Inland  Revenue 
to  set  out  various  and  sometimes  conflicting,  views 
that  are  held  in  different  quarters;  and  the  very  com- 
plex considerations  involved  have  made  it  necessary 
to  deal  with  the  question  af  some  length.  It  may 
therefore  be  convenient  if  the  discussion  is  briefly 
summarised.  The  essential  points,  it  is  suggested, 


As  regards  the  mineral  deposit: 

(1)  Is  the  hypothetical  yalue  of  the  minerals  a 

proper  deduction  in  calculating  profit?  or 

(2)  Is  such  value  part  of  the  profit  itself? 
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(3)  In  the  case  of  (2),  should  the  “ profit,”  which 

accrues  to  a foreigner  from  the  sale  of 
minerals  abroad,  be  included  in  the  charge 
to  British  Income  Tax  or  not? 

(4)  In  the  case  of  minerals  abroad,  is  the  tax  in 

question  borne  by  the  British  capitalist,  is 
the  burden  a real  hardship  in  itself,  and, 
apart  from  this,  is  its  removal  desirable 
on  grounds  of  policy? 

As  regards  mine  shafts,  &c. : 

(5)  Is  the  cost  (to  the  extent  of  its  exhaustion)  a 

proper  deduction  from  profits? 

(6)  By  whom  is  the  tax  in  question  ultimately 

borne? 

(7)  In  view  of  (6),  is  relief  to  the  mine  owner 

justifiable?  and 

(8)  Apart  from  these  considerations,  is  the  relief 

desirable  on  grounds  of  policy? 

Purchased  terminable  annuities. 

9909.  (47)  The  position  of  terminable  annuities  as 
wasting  assets  also  calls  for  consideration.  The  De- 
partmental Committee  of  1905  was  of  opinion  that  no 
sufficient  reason  existed  for  altering  the  present  law, 
and  took  the  view  generally  that  in  the  case  of  a life 
annuity,  the  capital  is  exchanged  for  a life  income, 
and  that  in  the  case  of  nearly  every  then  existing 
annuity  for  a period  of  years  the  liability  to  tax 
must  have  been  present  as  an  element  in  fixing  the 
terms  between  the  parties. 

9910.  (48)  Annuities  vary  greatly  in  character.  At, 
one  extreme  is  the  contractual  repayment  of  debt  with 
interest  by  equal  annual  payments  over  a fixed  term 
of  years,  as  in  the  case  of  annuities  under  the  Irish 
Land  Purchase  Acts.  In  these  the  interest  element 
in  the  annual  payment  is  alone  taken  into  account  in 
dealing  with  the  Income  Tax.  At  the  other  end  of 
the  scale  appear  perpetual  annuities  such  as  irredeem- 
able Government  loans.  Between  these  limits  lie 
various  classes  of  annuities  in  which  the  element  of 
debt  repayment  appears  more  or  less  clearly. 

9911.  (49)  Some  “ annuities  ” are  merely  the  allo- 
cation for  a fixed  period  of  the  profits  from  a con- 
tinuing source  of  income — for  example,  an  annuity 
left  by  will  as  a charge  on  an  estate  or  a lease  of 
premises.  It  iB  suggested  that  in  such  a case  no 
reason  exists  for  any  allowance.  Tax  is  charged 
upon  the  continuing  profit  without  regard  to  its  allo- 
cation. Payment  by  one  person  to  another  for  the 
right  to  receive  this  continuing  profit  for  a specified 
'period  is  in  no  sense  an  expense  in  producing  the  pro- 
fit. The  profit  continues  to  arise  whether  such  pay- 
ment is  made  or  not.  The  payment  is,  in  short,  the 
commuted  value  of  the  net  future  profits.  The  vendor 
in  effect  bears  the  tax  on  this  transfer  price,  since  he 
must  normally  receive  less  because  the  purchaser  will 
have  to  bear  tax  on  the  whole  amount  of  the  profit. 

9912.  (50)  In  the  case  of  purchased  life  annuities, 
the  view  has  generally  been  taken  that  the  capital  is 
definitely  exchanged  for  an  income.  There  is  no 
doubt  that,  in  their  method  of  computation  at  least, 
they  are  a combination  of  capital  and  interest;  and 
from  some  point's  of  view  it  is  difficult  to  divest  them 
of  that  character.  The  predominant  characteristic 
of  the  life  annuity  is  that  it  is  an  “ income  for  life,’ 
an  income  that  may  cease  in  one  year  or  fifty 
years,  or  any  other  number  acoording  to  the  luck 
of  the  recipient.  While  it  may  not  be  unreason- 
able that  its  position  as  regards  the  Income  Tax 
should  be  governed  by  that  which  it  occupies  in 
the  main  in  the  eye  of  the  annuitant,  the  Board  of 
Inland  Revenue  recognize  that  there  is  much  force 
in  the  argument  that  it  is  an  asset  acquired  bv  an 
expenditure  of  capital,  and  that  it  is  liable  to  inevit: 
able  exhaustion. 

9913.  (51)  Here  also  the  question  of  incidence 
arises.  Seeing  that  the  bargain  is  entered  into  in 
full  knowledge  of  the  fact  that  Income  Tax  will  be 
payable  on  the  full  annuity,  does  not  the  annuitant 
take  this  into  account  when  he  accepts  the  terms? 
Tt  is  true  that  the  contingent  Income  Tax  liability  is 
an  existing  fact  when  the  bargain  is  made,  and  that 
each  party  to  the  bargain  enters  into  it  with  his  eyes 
open  ; and  under  such  circumstances  the  plea  of  hard- 
ship loses  much  of  its  weight.  On  the  other  hand,  the 
Commission  may  feel  more  concerned  with  the  future 
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shape  of  the  tax  than  with  its  past,  and  may  con- 
sider that  the  actual  incidence  of  the  tax  is  a matter 
to  which  attention  should  be  given. 

9914.  (52)  The  real  incidence  of  a tax  is  never  quite 
free  from  difficulty ; but  it  is  probably  correct  to  say 
that  in  the  case  of  life  annuities  the  tax  falls  upon 
the  annuitant  both  in  fact  and  theory.  If  it  is  the 
case  that  the  annuitant  does  in  fact'  bear  the  tax, 
relief  to  past  as  well  as  to  future  annuitants  would 
appear  reasonable. 

9915.  (53)  The  governing  considerations  to  which 
the  attention  of  the  Commission  will  no  doubt  be 
directed  appear  to  be  these : — 

(1)  Should  a life  annuity  be  regarded  as  the 

return  of  capital  with  interest,  or 

(2)  As  pure  income  received  in  exchange  for 

capital  ? 

(3)  If  the  former,  does  the  tax  really  fall  upon 

the  annuitant,  or  has  he  relieved  himself 
of  it  in  the  process  of  bargaining;  and 

(4)  If  the  tax  is  borne  by  the  annuitant,  is  it 

desirable  on  grounds  of  justice  or  of  policy 
to  restrict  the  tax  to  what  would,  under 
those  circumstances,  be  regarded  as  the 
income  element  in  the  annuity? 

9916.  (54)  In  the  case  of  purchased  annuities  ter- 
minating after  a definite  period  of  years  the  essen- 
tial facts  are  less  complex.  Unlike  the  life  annuity, 
the  period  in  this  case  is  fixed,  and  the  likeness  to 
mere  debt  repayment  closer  and  more  obvious.  Indeed 
it  is  probable  that'  most  of  such  contracts  could  be  so 
framed  as  to  constitute  the  annuity  an  actual  repay- 
ment of  debt  with  interest,  in  which  case  tax  would 
be  limited  to  the  interest  part  of  the  “ annuity  ” 
under  the  existing  law.  The  incidence  of  the  tax  is 
wholly  or  mainly  on  the  annuitants.  The  general  con- 
siderations set  out  in  paragraph  53  apply  here  also, 
and  these  will  no  doubt  receive  attention  by  the  Com- 
mission in  due  course. 

9917.  (55)  Among  other  instances  of  wasting  assets, 
reference  may  perhaps  be  made  to  patented  inven- 
tions. In  so  far  as  the  patentee  expends  capital  in 
experimenting  with  and  patenting  the  invention,  the 
outlay  represents  an  expense  in  earning  the  conse- 
quent profits.  In  many  cases  patents  are  taken  out 
by  engineering  firms  or  companies,  and  as  a rule  the 
experimental  expenses  are  charged  among  the  general 
expenses  of  the  business.  In  other  cases  the  patent 
is  sold  for  a lump  sum.  Under  such  circumstances  it 
appears  reasonable  to  assume  that  the  vendor  has 
taken  all  the  conditions  into  account  and  that  there 
is  no  positive  hardship  urgently  calling  for  relief. 
Where  royalties  are  received  for  the  use  of  a patented 
invention  a case  probably  exists  for  an  allowance 
of  the  proved  costs  of  experimenting  and  patenting. 
An  allowance  is  already  made  in  such  cases  in  respect 
of  the  cost  of  maintaining  the  patent.  It  may  be  of 
interest  to  note  that  of  patents  taken  out  in  any  one 
year  in  this  country  about  50  per  cent,  remain  alive 
at  the  end  of  two  years,  about  5 per  cent,  at  the  end 
of  10  years,  and  only  2 per  cent,  survive  at  the  end 
of  14  years. 

Practical  difficulties  attending  the  allowance. 

9918.  (56)  Whatever  view  may  he  taken  of  the 
principle  of  allowance  for  wasting  assets,  there  is  no 
doubt  that  its  practical  application  presents  pro- 
blems of  extreme  difficulty.  In  the  case  of  mineral 
deposits  and  the  shafts  and  other  works  cf  develop- 
ment associated  therewith,  which  occupy  a foremost 
place  in  the  question,  the  practical  difficulties  may  be 
summarized  broadly  as  follow  : — 

(1)  The  difficulty  of  determining  with  accuracy 

the  life  of  the  mine,  &c.,  as  such. 

(2)  The  possibility  of  extending  the  life  by  the 

taking  up  of  further  options  or  leases  or  as 
the  result  of  the  discovery  of  unexpected 
seams  or  ore  bodies,  which  would  in  some 
measure  be  served  by  the  original  capital 
expenditure. 

(3)  The  possibility  of  an  extended  life  as  a result 

of  the  discovery  of  new  methods  of  treat- 
ment bringing  lower  grade  ores  into  the 
field  of  production. 
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(4)  The  death  or  suspension  of  the  undertaking 

as  a result  of  want  of  capital  or  of  the 
fluctuation  in  the  market  price  of  the 
product. 

(5)  The  difficulty  of  determining  in  many  cases 

the  original  outlay  to  be  admitted  as  the 
measure  of  the  wasting  asset. 

(6)  The  inextricable  tangle  of  interests  and  finance 

in  the  case  of  reconstructed  or  subsidiary 
concerns. 

9919.  (57)  As  regards  the  difficulty  of  forecasting 
the  life  of  mines,  the  proverbially  speculative  character 
of  gold  mining  is  perhaps  the  best  known  instance. 
With  rare  exceptions,  it  is  quite  impossible  to  estimate 
the  life  of  an  existing  mine  with  any  approximation 
to  accuracy.  The  variations  in  the  lives  of  most  such 
properties  are  too  great  to  admit  of  an  average  life  as 
the  basis  of  the  allowance  for  wastage;  and  in  prac- 
tice a periodic  review  of  the  circumstances  of  the  mine 
would  appear  to  be  inevitable.  The  extremely  specu- 
lative character  of  the  life  of  a gold  mine  is  no  doubt 
one  reason  why  generally  no  attempt  is  made  to  build 
up  a reserve  to  meet  the  loss  of  capital,  the  dividends 
paid  being  frankly  regarded  as  a partial  return  of 
capital  in  addition  to  any  distributable  profit  that 
may  have  been  made. 

9920.  (58)  Of  a much  less  speculative  character  is 
the  nitrate  industry,  in  which  the  question  of  wastage 
plays  an  important  part.  It  is  generally  admitted 
that,  owing  to  the  form  in  which  nitrate  deposits  are 
met  with,  it  is  possible  to  estimate  the  total  contents 
of  any  unworked  area  much  more  closelj-  than  is  the 
case  with  most  mines.  The  yearly  publication 
“ Nitrate  Facts  and  Figures  ” includes  a yearly 
estimate  of  the  further  anticipated  life  of  individual 
concerns;  and  it  is  suggestive  of  the  difficulty  of 
accurate  forecast  that  the  highest  and  lowest  life  of 
such  individual  concerns  shown  by  these  yearly  antici- 
pations have  varied  during  the  past  ten  years  by 
margins  ranging  from  25  per  cent,  to  100  per  cent. 

9921.  (59)  It  is  a not  uncommon  practice  in  the 
nitrate  industry  to  make  some  provision  for  capital 
wastage  by  the  creation  of  general  or  other  reserve 
funds  out  of  which  debenture  capital  is  from  time  to 
time  redeemed.  Where  such  reserves  exist  they  are 
built  up  out  of  profits  at  the  discretion  of  the  direc- 
tors, and  do  not  in  themselves  afford  any  criterion  by 
which  the  allowance  for  Income  Tax  could  be 
measured. 

9922.  (60)  The  comparative  stability  of  coal  mining 
and  the  wild  adventure  of  much  tin  mining  may  be 
regarded  as  extreme  types  of  wasting  assets  in  this 
country.  The  complete  dependence  of  the  economic 
life  of  the  mine  in  many  cases  on  a widely  fluctuating 
price  of  the  product  (as  in  the  case  of  tin)  illustrates 
another  difficulty  in  anticipating  the  life  of  the  asset 
for  which  no  exact  solution  can  be  given. 

9923.  (61)  It  is  unnecessary  to  multiply  instances. 
This  element  of  uncertainty  in  the  life  of  the  asset 
is  met  with  wherever  the  exploitation  of  natural  re- 
sources involves  the  using  up  of  the  body  of  the 
asset.  The  degree  of  uncertainty  varies  within  wide 
limits;  but  it  is  always  great  enough  to  make  any 
approximation  to  accuracy  impossible.  It  becomes 
generally  a question  of  “ opinion  ” (the  happy  hunt- 
mg  ground  of  the  professional  expert) : and.  in  view 
of  the  important  sums  involved,  one  is  bound  to  anti- 
cipate continuous  contention  and  litigation  (if  the 
Revenue  is  to  be  protected)  in  which  the  Revenue 
official  must  be  at  a serious  disadvantage 

9924.  (62)  The  difficulty  of  determining  the  life  of 
the  asset  hardly  exceeds  that  of  fixing  the  capital  value 
m respect  of  which  allowance  would  have  to  be  made. 
Rarely,  if  ever,  can  this  figure  be  ascertained  from 
the  published  accounts.  The  balance  sheet  figure  is 
generally  an  “omnibus”  account  which  includes 
many  things  other  than  the  actual  prime  cost  of  the 
asset  subject  to  wastage.  With  mining  ventures  of 
recent  origin  it  may  be  possible  to  obtain  the  neces- 
sary information  from  the  original  documents ; but  in 
the  case  of  others  which  have  possibly  been  subject  to 
one  or  more  reconstructions,  to  division,  to  combina- 
tion it  is  extremely  doubtful  whether  the  information 
could  be  obtained  at  all.  The  smallest  acquaintance 


with  the  accounts  of  mining  companies,  particularly 
those  working  mineral  deposits  abroad,  will  satisfy 
one  that  none  but  an  expert  could  find  his  way  through 
the  financial  tangle,  even  though  all  the  records  were 
available.  The  frequent  payment  for  assets  by  means 
of  shares  on  which  no  definite  value  can  be  placed,  and 
the  ease  .with  which  the'  “original”  purchase  price 
can  be  inflated  by  means  of  artificial  transactions 
through  nominees,  are  among  the  practical  difficulties 
to  be  met  with. 

9925.  (63)  It  is  important  to  remember  that  the 
Income  Tax  is  not  a matter  of  economic  theory,  but  a 
severely  practical  question.  Practicability  is  always 
an  essential  test.  Attempts  to  make  the  tax  conform 
in  all  particulars  to  certain  abstract  principles  may 
well  reduce  the  whole  to  chaos  unless  this  fact  is  borne 
in  mind.  Probably  in  no  case  does  this  acquire  such 
force  as  in  this  question  of  wasting'  assets.  An  exact 
or  approximately  exact  result  can  hardly  be  looked 
for.  The  most  we  can  expect  is  a broad  treatment  of 
each  case,  which  shall  do  substantial  justice  to  the  tax- 
payer, but  which  shall  not  involve  either  the  taxpayer 
o>-  the  Revenue  in  an  interminable  dispute  in  matters 
which  are  not  susceptible  of  exact  treatment. 

9926.  (64)  From  what  is  set  out  above,  I am  of 
opinion  that  any  attempt  to  deal  with  the  question 
of  wasting  asset  allowance,  if  any  such  is  granted  (at 
least  as  regards  such  matters  as  mines),  on  rigid  and 
exact  lines  by  the  ordinary  Income  Tax  machinery 
must  in  practice  break  down.  The  problem  is  of  a 
very  exceptional  character,  and  requires  exceptional 
treatment.  The  simplest  and  most  effective  course 
would  probably  bo  to  leave  the  amount  of  the  allow- 
ance to  be  fixed  by  the  Board  of  Inland  Revenue,  sub- 
ject to  appeal  to  a Board  of  Referees  where  the  tax- 
payer and  the  Revenue  fail  to  reach  agreement.  The 
concentration  of  this  work  in  few  hands  should 
speedily  build  up  a body  of  experience  and  knowledge 
and  reduce  the  serious  practical  difficulties  to  manage- 
able dimensions. 

9927.  (65)  The  settlement  of  these  extremely  trouble- 
some questions  would  be  greatly  facilitated  if  it  were 
provided  that  the  allowance  should  in  no  case  exceed 
the  amount  actually  written  ofl  the  value  of  the  par- 
ticular asset  in  the  books  of  the  concern.  It  is  not 
unreasonable  that  in  so  exceptional  a problem  a com- 
pany should  be  required  to  write  down  such  assets  in 
its  accounts  if  it  claims  allowance  on  the  ground  that 
so  much  of  the  asset  has  actually  disappeared  through 
wastage. 

9928.  (66)  The  importance  of  this  provision  is  par. 
ticularly  manifest  in  the  case  of  dividends  from 
foreign  and  colonial  companies  distributed  in  this 
ccuntry  through  paying  agents  or  received  direct  by 
the  shareholder.  By  no  conceivable  means  could  the 
Revenue  officials  determine  in  any  case  how  much  of 
the  dividend  ■•epresented  repayment  of  capital.  The 
ordinary  published  accounts  would  be  useless  for  the 
purpose ; and  no  access  could  be  had  to  original  docu- 
ments or  to  responsible  witnesses  with  first-hand  know- 
ledge.  It  may,  however,  be  pointed  out  that  in  these 
cases  a remedy  always  lies  in  the  hands  of  the  com 
panies  concerned.  Tax  is  only  payable  on  the  amount 
distributed  as  dividends;  and  it  is  open  to  the  foreign 
or  Colonial  company  so  to  arrange  its  distributions 
that  tax  is  charged  only  on  true  profits.  It  is  difficult 
in  any  case  to  go  behind  the  form  in  which  remit- 
tances reach  this  country  and  to  divide  the  remittance 
into  its  constituent  parts  when  all  necessary  evidence 
lies  abroad.  It  is  a matter  fo”  consideration  under 
these  circumstances  whether  any  relief  is  necessary  in 
such  cases. 

Plant  and  machinery. 

9929.  (67)  In  the  case  of  plant  and  machinery  allow- 
ance is  already  made  for  exhaustion  through  wear  and 
tear  in  addition  to  the  cost  of  current  repairs.  It 
has  been  suggested  to  the  Commission  that  the  amount 
of  the  allowance  commonly  given  is  insufficient.  The 
Board  of  Inland  Revenue  are  unable  to  agree  that 
there  is  any  material  foundation  for  such  a suggestion, 
and  would  point  out  that  adequate  machinery  exists 
to  secure  for  the  taxpayer  a full  and  impartial  con- 
sideration. 

9930.  (68)  The  Act  of  1878,  bv  which  the  allowance 
is  authorized,  requires  it  to  be  “ just  and  reasonable,' 
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and  leaves  the  determination  of  the  amount  to  the 
General  Commissioners  in  the  absence  of  agreement 
between  the  taxpayer  and  the  Revenue.  The  General 
Commissioners  are  a completely  independent  body,  and 
among  them  are  to  be  found  members  of  most  of  the 
important  industries  of  the  country. 

9931.  (69)  In  order  to  promote  uniformity  of  treat- 
ment and  to  remove  the  difficulty  which  many  in- 
dividual taxpayers  no  doubt  feel  in  presenting  a case 
to  the  Commissioners  based  on  their  own  limited 
experience,  the  Finance  Act,  1918,  provided  that  if  any 
considerable  number  of  persons  engaged  in  any  trade 
or  business  make  application  for  this  purpose,  the  ques- 
tion of  the  rate  of  depreciation  to  be  allowed  in  the 
particular  trade  may  be  referred  to  a Board  of 
Referees  for  determination. 

9932.  (70)  The  desirability  of  a uniform  allowance  in 
particular  trades  has  long  been  recognized.  As  the 
result  of  negotiation  between  representatives  of 
particular  trades  and  the  Board  of  Inland  Revenue, 
standard  rates  of  allowance  in  respect  of  the  wear 
and  tear  of  particular  classes  of  machinery  and  plant 
have  been  agreed  for  siuch  trades,  and  where  such 
agreement  has  been  arrived  at,  it  has  been  found 
that  the  General  Commissioners  with  whom  the  legal 
jurisdiction  lies  are  always  ready  to  give  effect  to 
what  is  obviously  an  equitable  and  convenient 
arrangement.  A table  is  annexed  giving  details  of 
allowances  for  particular  trades  under  arrangements 
which  have  been  made  in  this  manner. 

Methods  of  allowance. 

9933.  (71)  The  existing  allowances  in  the  case  of 
plant  and  machinery  are  based  upon  the  general 
principle  that  the  wastage  of  the  asset  is  a cost  of 
production,  and  that  the  total  allowances  over  the 
life  of  the  wasting  asset  should  equal  the  original 
capital  in  respect  of  which  the  allowance  is  made 
(less  any  residual  or  scrap  value  that  may  remain). 
The  following  observations  arc  submitted  concerning 
the  various  methods  in  which  this  principle  may  be 
applied. 

Equal  annual  instalments  of  the  original  cost. 

9934.  (72)  This  method  of  allowance  is  appropriate 
and  simple  when  the  life  of  the  asset  can  be  deter- 
mined within  narrow  limits,  and  when  the  particular 
asset  can  be  followed  through  the  accounts  from  year 
to  year. 

It  is  adopted  in  practice  in  the  case  of  ships,  the 
effective  life  being  assumed  to  be  24  years,  and  the 
break-up  value  4 per  cent.  Equal  annual  instalments 
of  4 per  cent,  of  the  cost  are  given,  aggregating  the 
original  cost  less  the  break-up  value  in  the  assumed 
life.  This  involves  a separate  depreciation  account 
for  each  vessel,  a practice  which  in  the  case  of  so 
important  an  asset  is  simple  enough. 

The  weakness  of  the  system  even  here  is  that  the 
lives  of  ships  are  not  so  nearly  uniform.  Their  pos- 
sible life  is  certainly  considerably  more ; and  as  a con- 
sequence the  depreciation  allowances  are  excessive  in 
the  first  20  years,  or  thereabouts.  Many  vessels  are 
sold  abroad  while  there  is  considerable  life  still  in 
them,  the  selling  price  exceeding  the  unexhausted 
Income  Tax  valuo  in  view  of  the  excessive  deprecia- 
tion allowed. 

The  Revenue  is  therefore  at  some  loss  when  the 
vessel  is  sold  to  a foreign  purchaser  at  a figure 
exceeding  its  “ written  down  ” value,  or  when  it  is  so 
sold  to  another  British  owner  who  is  entitled  under 
the  present  law  to  depreciation  equivalent  in  aggre- 
gate amount  to  the  price  he  pays.  In  principle  this 
is  unsound.  On  the  other  hand,  the  practice  does 
encourage  the  keeping  of  the  British  Mercantile 
fleet  up-to-date,  and  for  this  reason  may,  perhaps, 
be  overlooked. 

In  the  case  of  plant  and  machinery,  the  equal  in- 
stalment over  a fixed  life  is  not  adopted.  The  great 
variety  of  plant,  with  consequent  variations  in  life, 
the  considerable  effect  on  life  of  the  system  of  repair 
adopted,  the  impossibility  in  Income  Tax  practice  of 
following  each  item,  or  even  each  year’s  outlay,  render 
this  system  unsuitable  for  Revenue  purposes. 


Where  there  is  a considerable  body  of  plant  of  a 
varied  nature  a uniform  life  is  clearly  impossible, 
and,  as  a consequence}  whatever  average  life  be 
postulated  some  will  die  before  and  some  after  that 
date.  In  practice,  the  value  of  plant  which  dies 
within  the  average  life  is  commonly  left  in  the  asset 
figure  (less  any  scrap  value  realized)  and  deprecia- 
tion  is  continued  thereon.  This  is  "-^t  at  present 
legal,  but  it  is  equitable  seeing  that  the  whole  of 
the  plant  is  deliberately  treated  as  a unit. 

In  the  case  of  specific  wasting  assets,  such  as 
mines,  a modified  form  of  this  system  might  be 
adopted;  but  even  here  the  extreme  uncertainty  of 
the  life,  the  yearly  addition  of  new  amortisable 
capital,  the  combinations  and  divisions  and  transfers 
that  take  place  would  suggest  as  desirable  a system 
which  would  permit  the  application  of  an  agreed  per- 
centage to  the  whole  body  of  the  wasting  assets  of 
the  concern  (involving  the  “written-down  ” method). 

Fixing  percentage  on  written-down  value. 

9935.  (73)  For  general  Income  Tax  purposes  this 
method  is  the  most  convenient.  The  whole  of  the 
assets  to  which  any  particular  rate  is  applied  can  be 
dealt  with  en  bloc. 

The  allowance  is  higher  in  the  early  years  of  the 
life  and  smaller  in  the  latter.  As  repairs  increase 
towards  the  end  of  the  life,  this  method  tends  to 
equalize  the  burden  of  depreciation  and  repairs. 

This  method  is  based  upon  the  possible  life  of  the 
plant,  etc.,  as  such  if  full  repairs  are  carried  out. 

It  does  not  take  into  account  the  possible  death 
of  the  plant  from  obsolescence;  but  any  hardship  is 
avoided  by  allowing  for  obsolescence  when  it  is 
proved  by  the  discarding  and  replacing  of  any  plant. 
Obsolescence  should,  it  is  suggested,  be  broadly  in- 
terpreted. The  discarding  of  any  plant  and  the 
substitution  of  plant  of  another  type  to  perform  the 
same  work  more  efficiently  should  be  adequate  ground 
for  allowance  (e.y.,  in  an  extreme  case  the  substitu- 
tion of  electric  power  for  steam  power),  due  regard 
being  had  to  the  scrap  or  sale  value  of  the  plant 
displaced. 

Allowance  based  on  quantity  extracted. 

9936.  (74)  This  metnod  is  used  in  some  Income 
Tax  systems  (notably  in  the  United  States  of  America) 
in  dealing  with  natural  resources — mines,  oil,  etc. 

It  has  no  special  advantages  over  the  “life” 
method. 

It  is  not  easier  to  estimate  the  total  content  of 
a mine  than  to  estimate  its  life,  while  the  life  method 
leads  to  simpler  calculations  in  practice. 

The  quantity  method  gives  larger  allowances  when 
specially  productive  seams  are  being  worked;  but 
there  is  no  direct  relation  between  the  capital  expen- 
diture on  shafts,  etc.,  and  its  rate  of  exhaustion  and 
the  accidental  quality  of  seams. 

Under  the  quantity  method  periodical  revisions  are 
necessary;  and  it  would,  on  the  whole,  appear  more 
difficult  for  the  Revenue  to  exercise  any  check  on 
the  claim. 

In  cases  where  (as  in  the  United  States  of  America) 
the  Income  Tax  allows  for  exhaustion  the  facts  ad- 
mitted by  the  foreign  or  Colonial  Government  and  the 
basis  adopted  would  be  useful  guides  in  dealing  with 
the  British  tax ; but  generally  speaking  the  allowance 
should,  it  is  suggested,  have  reference  to  the  life 
of  the  particular  asset  rather  than  to  its  varying 
productivity. 

The  sinking  fund  method. 

9937.  (75)  Under  this  method  the  depreciation 
allowances  are  not  such  yearly  sums  as  will  over  the 
life  of  the  wasting  asset  cover  the  original  cost  of  that 
asset,  but  are  such  sums  as  will  if  put  out  at  com- 
pound interest  accumulate  to  such  original  cost  at 
the  end  of  the  life  of  the  asset.  This  method  may 
be  illustrated  in  its  simplest  form  by  reference  to  an 
annuity  for  a fixed  period  of  years.  £100  purchases 
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ton  a o per  cent,  basis)  an  annuity  of  £8  a year  for 
twenty  years.  On  a strict  analysis  the  annual  pay- 
ments of  £8  no  doubt  consist  of  (1)  interest  on  the 
un-repaid  capital,  viz.}  £o  in  the  first  year,  diminish- 
ing in  subsequent  years  as  capital  is  repaid  and 
totalling  in  the  twenty  years  £60,  and  (2)  repay- 
ments of  capital  beginning  with  £3  in  the  first  year 
and  increasing  year  by  year,  totalling  in  the  twenty 
years  £100,  the  amount  of  the  sum  originally  paid 
for  the  annuity.  The  twenty  years  receipts,  amount- 
ing to  £160,  are  from  this  point  of  view  regarded 
as  consisting  of  £100  repayment  of  capital  and  £60 
interest,  and  the  “ full-cost  ” method  of  deprecia- 
tion is  consistent  therewith. 

The  sinking  fund  method  adopts  the  view  that  the 
yearly  repayments  of  £8  may  be  regarded  as  con- 
sisting of  (1)  interest  £5,  i.e.,  the  original  £100  at 
5 per  cent.,  and  (2)  £3  repayment  of  capital,  such 
repayments  if  invested  at  the  same  rate  of  o per  cent, 
accumulating  to  £100,  the  original  cost  of  the 
annuity,  at  the  end  of  the  twenty  years  period. 
From  the  point  of  view  of  the  trader  the  result  is 
apparently  identical  with  the  full-cost  method  pro- 
vided (1)  the  instalments  of  repaid  capital  are 
securely  invested  at  5 per  cent.,  (2)  the  accumulating 
interest  is  not  diminished  by  the  payment  of  Income 
Tax  thereon,  and  (3)  such  interest  is  treated  not  as 
distributable  income  but  as  capital. 

The  Commission  will  no  doubt  consider  the  merits 
of  these  alternative  methods  regarded  as  an  Income 
Tax  question. 

It  has  been  suggested  in  the  course  of  this  evidence 
that  the  hardship  arising  from  the  present  treatment 
of  wasting  assets  is  mitigated  to  some  extent  either 
by  shifting  of  the  tax  to  other  shoulders  or  by  a rate 
of  profit  exceeding  the  normal  return  on  capital.  In 
view  of  this  and  of  the  other  difficulties  inherent  in 
this  problem  it  may  perhaps  be  considered  that  an 
allowance  based  upon  the  sinking  fund  method  will 
meet  substantially  the  needs  of  the  case  both  from 
the  point  of  view  of  individual  hardship  and  of 
general  policy.  On  this  point  the  Board  offer  no 
opinion.  They  have,  however,  considered  it  incumbent 
on  them  to  bring  these  various  views  to  the  notice 
of  the  Commission  in  order  that  no  aspect  of  the 
question  may  be  left  unexplored. 

9938.  (76)  The  treatment  of  the  more  important 
classes  of  wasting  assets  in  foreign  and  Colonial 
systems  is  briefly  summarised  below : — 

(a)  Natural  resources. 

Allowances  are  not  general  in  the  various  Dominion 
Income  Tax  systems;  but  in  Canada  and  Newfound- 
land a deduction  is  allowed  on  account  of  the  de- 
pletion of  the  mass  of  raw  material,  and  in  New 
Zealand  gold  mining  companies  are  taxed  on  one-half 
only  of  the  dividends  paid. 

Allowance  is  also  permissible  in  a number  of  foreign 
systems,  including  those  of  Sweden,  Prussia,  and  other 


German  States,  Austria,  the  United  States  of  America 
and  Japan. 

As  regards  the  United  States,  the  general  object  is 
that  the  owner  of  the  property  shall  secure  through 
an  aggregate  of  depletion  allowances  a return  of  tne 
amount  invested  in  the  property.  The  annual  allow- 
ance is  based  upon  the  number  of  units  (tons,  ounces, 
barrels,  etc.)  extracted  during  the  year  as  compared 
with  the  estimated  total  contents  of  the  mineral  field 
or  oil  grounds,  this  estimate  being  subject  to  review 
on  any  material  change  in  the  known  conditions.  The 
allowances  must.be  recorded  in  the  taxpayer’s  books; 
and,  if  dividends  are  paid  out  of  the  depletion  re- 
serve, stockholders  are  notified  that  the  dividend  is 
a return  of  capital  and  not  an  ordinary  dividend  out 
of  profits. 

(b)  Mine  shafts,  etc. 

Allowances  in  respect  of  capital  expended  in  this 
way  are  common  in  the  Dominions  and  in  foreign 
systems. 

Under  the  Australian  Federal  Law  the  taxpayer 
may  claim  an  allowance  based  upon  cost  and  estimated 
life  or,  alternatively,  the  actual  outlay  on  development 
and  new  plant  in  the  year. 

(c)  Plant  and  machinery. 

Allowance  is  almost  universal,  and  it  commonly 
corresponds  to  a “ just  and  reasonable  allowance 
representing  the  diminished  value  by  wear  and  tear.” 

(d)  Buildings. 

Allowances  are  not  very  general  in  the  Dominion 
Income  Taxes  on  account  of  the  depreciation  of  builcl- 
ings,  which  appear  to  be  regarded  as  practically  per 
manent  sources  of  income ; but  in  Canada,  British 
Columbia,  Newfoundland,  India,  New  Zealand  and 
Queensland  some  allowance  is  made  in  respect  of 
premises  used  in  the  production  of  income. 
i Certain  foreign  systems  (including  the  United 
States)  admit  an  allowance  for  buildings  used  in  the 
taxpayer’s  business.  In  some  oases,  e.g.,  France. 
Prussia,  Bavaria,  the  allowance  apparently  extends  to 
private  houses  and  is  generally  based  upon  a small 
percentage  of  the  capital  value. 

(e)  Purchased  terminable  annuities. 

Allowances  in  .respect  of  such  annuities  are  not 
usual. 

In  the  United  States,  however,  an  official  ruling  of 
1914  stated  that  “ so  much  of  any  annuities  paid  to 
an  annuitant  as  represents  payment  made  by  him  on 
annuity  contract  and  paid  back  to  him  shall  not  be 
included  in  income  of  annuitant.  Any  increment  on 
purchase  price  of  annuity  is  taxable  income.” 

The  position  under  the  laws  of  Canada  and  New- 
foundland may  be  similar,  but  the  point  is  not  quite 
clear. 
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9939.  Annexe. 

Table  of  Agreed  Rates  of  Depreciation  referred  to  in  Paragraph  70  of 
the  Proof  of  Evidence. 


Industry,  &c. 

Rate 

per 

cent. 

Prime  Cost  or 
Written-down 
Value. 

Nature  of  Plant. 

Remarks. 

Electric  light 

undertakings. 

3 

5 

Written-down 

value. 

Written-down 

value. 

Cables. 

Plant  and  machinery. 

Flax  spinning  and 
linen  weaving 

(Ireland). 

n 

Written-down 

value. 

Machinery  and  plant  (ex- 
cept accessory  plant, 
such  as  pirns,  pirn 
cages,  spools,  belting, 
driving  ropes,  damask 
cards,  designs,  patterns, 
models,  furniture  and 
fixtures). 

Flour  milling 

5 

n 

Written-down 

value. 

Written-down 

value. 

Engines,  boilers  and 
main  shafting. 

Other  machinery. 

Gas  undertakings 
other  than  those 

3 

Written-down 

value. 

Gasholders. 

owned  by  muni- 
cipal or  other 
public  authori- 
ties. 

10 

Written-down 

value. 

Meters,  cookers  and  gas 
fires. 

Linoleum  and  floor 
cloth  manufac- 

5 

Written-down 

value. 

Fixed  plant. 

With  an  addition  of  50  per 
cent,  of  these  rates  to  meet 

turers. 

n 

10 

Written-down 

value. 

Written-down 

value. 

Other  plant. 
Diesel  engines. 

abnormal  war  conditions. 

Motor  omnibuses... 

20 

Written-down 

value. 

Motor  omnibuses. 

(а)  The  rate  of  20  per  cent,  is 
to  be  reconsidered  at  the 
expiration  of  four  years, 
commencing  with  1916-17. 

(б)  This  rate  does  not  apply  to 
commercial  motor  vehicles. 

Paper  mills 

5 

74 

Written-down 

value. 

Written-down 

value. 

Machinery  working  day 
only. 

Machinery  working  day 
and  night. 

Printing 

5 

Written-down 

value. 

Engines,  boilers  -and 
shafting. 

With  an  addition  of  50  per 
cent,  of  these  rates  to  meet 

n 

Written-down 

value. 

Printing  and  binding 
machines. 

abnormal  war  conditions. 

10 

Written-down 

value. 

Type. 

Railway  wagons  ... 

5 

Written-down 

value. 

Railway  wagons. 

(а)  The  allowance  applies  to 
all  wagons  owned  by  traders. 

(б)  In  the  case  of  railway 
companies  the  method  adopt- 
ed is  to  allow  the  actual 
cost  of  renewals  year  by 
year. 

Scottish  lace  manu- 
facturers. 

H 

Written-down 

value. 

All  plant. 

With  an  addition  of  3|  per 
cent,  to  meet  abnormal  war 
conditions. 
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Industry,  &c. 

Rate 

per 

cent. 

Prime  Cost  or 
Written-down 
Value. 

Mature  of  Plant. 

Remarks. 

Shipping 

4 

3 

Prime  cost. 
Prime  cost. 

Steamships. 
Sailing  vessels. 

With  regard  to  ships  purchased 
at  secondhand  at  prices  in 
excess  of  the  written-down 
value  at  the  date  of  pur- 
chase, the  following  arrange- 
ments have  recently  been 
made : — 

(a)  The  allowance  is  made  on 
the  actual  cost  price  of  the 
ship  to  the  owner  for  the 
time  being  without  regard 
to  the  prime  cost  to  a pre- 
vious owner. 

(b)  The  rate  of  depreciation 
allowable  is  calculated  by 
reference  to  the  reasonable 
expectation  of  the  life  of  the 
ship  at  the  date  of  purchase 
from  the  previous  owner. 

Steam  laundries, 
dyers  and  clean- 
ers. 

n 

20 

Written-down 

value. 

Written-down 

value. 

General  plant  and  machi- 
nery. 

Motor  vans. 

With  an  addition  of  50  per 
cent,  of  these  rates  to  meet 
abnormal  war  conditions. 

Steel  manufactur- 
ers. 

15 

Written-down 

value. 

Machinery  and  plant  used 
in  the  manufacture  of 
steel. 

The  rate  of  15  per  cent,  repre- 
sents 5 per  cent,  for  normal 
wear  and  tear,  and  10  per 
cent,  for  the  additional  wear 
and  tear  arising  from  war 
conditions. 

Steel  nail  manu- 
facturers. 

5 

Written-down 

value. 

All  plant. 

With  an  addition  of  2-£  per  cent 
to  meet  abnormal  war  con- 
ditions. 

Timber  merchants, 
saw  millers,  and 
manufacturers  of 
timber  goods. 

5 

n 

20 

Written-down 

value. 

Written-down 

value. 

Written-down 

value. 

Engines,  boilers  and  main 
shafting. 

General  sawmilling  plant 
and  machinery. 

Traction-engines,  tractors, 
motor  cars  and  haulage 
plant. 

Trade  hemstitchers 

5 

10 

Written-down 

value. 

Written-down 

value. 

Fixed  plant. 
Other  plant. 

With  an  addition  of  50  per  cent, 
of  these  rates  to  meet  abnor- 
mal v^ar  conditions. 

Tramways 

3 

7 

5 

Written-down 
value. ' 

Written-down 

value. 

Written-down 

value. 

Permanent  way. 

Cables. 

Cars  and  other  rolling 
stock. 

General  plant  and 
machinery,  including 
standards,  brackets, 

and  workshop  tools. 

An  allowance  per  mile  of  track 
based  upon  the  estimated 
life  of  the  permanent  way. 

West  of  Scotland 
hosiery  manu- 
facturers. 

5 

10 

Written-down 

value. 

Written-down 

value. 

Engines,  boilers  and 
shafting. 

Process  plant. 

With  an  addition  of  50  per  cent, 
of  these  rates  to  meet  abnor- 
mal war  conditions. 

[This  concludes  the  evidence-in-chief. ] 


MINUTES  ON  EVIDENCE. 


487 


1 August,  1919.]  Mr.  A.  Hook.  \Cmtinued. 


9940.  Chairman:  How  long  have  you  been  in  the 
Inland  Revenue  service? — About  27  years. 

9941.  What  did  you  begin  as  ? — I began  as  an  Assist- 
ant Surveyor,  and  I became  a Surveyor,  an  Inspec- 
tor, and  a Superintending  Inspector. 

9942.  So  you  have  had  experience  in  all  those  capa- 
cities?— I have  had  experience  in  the  industrial  dis- 
tricts in  the  North  of  England,  in  the  City,  in 
Ireland,  and  in  various  parts  of  the  country. 

9943.  Cotton  districts? — I was  in  Burnley  and 
Rochdale  for  two  or  three  years. 

9944.  Mr.  McLintock : Your  paper  deals  chiefly 
with  the  wasting  asset  question? — Yes. 

9945.  Is  there  anything  in  the  Income  Tax  Acts 
prohibits  an  allowance  for  wasting  assets,  speaking 
generally? — Yes,  I think  it  is  held  that  the  prohibi- 
tion comes  under  the  rule  of  Schedule  I),  nhicli  stares 
that  no  deduction  should  be  made  in  respect  of  capital 
employed  in  the  business.  The  courts  have  held  that 
money  sunk  in  assets  which  are  liable  to  wastage  is 
capital,  and  in  respect  of  that  capital  no  deduction  is 
allowed. 

9946.  There  is,  of  course,  the  decision  specifically 
with  regard  to  wasting  assets  in  the  Scotch  colliery 
cases  ? — Yes. 

9947.  But  you  think  apart  from  those  the  Income 
Tax  Acts  do  not  permit  any  deduction? — I think  that 
is  quite  clear. 

9948.  In  paragraph  17  you  say:  “profit  is  the 
amount  by  which  the  sale  price  of  the  product  exceeds 
the  capital  expended  and  used  up  in  the  actual  pro- 
cess of  production,  without  regard  to  any  sums  paid 
for  a share  of,  or  interest  in,  the  profits  arising  from 
such  process.”  In  the  case  of  a colliery  do  you  not 
recognize  that  part  of  the  price  of  the  colliery  is  used 
up  and  expended? — I quite  admit  that  the  material 
in  the  colliery  is  used  up,  but  no  capital  is  expended 
in  producing  such  material. 

9949.  You  distinguish  the  case  of  the  mineral  owner 
from  this  general  proposition  which  you  lay  down 
here? — I must  say  about  the  general  proposition  it 
has  no  literal  inspiration,  and  it  is,  of  course,  ex- 
tremely difficult  to  lay  down  any  definition  of  profits 
which  would  cover  every  possible  case,  but  J would 
ask  you  to  read  the  words  “ capital  expended  ” in 
connection  with  the  following  words  “ in  the  actual 
process  of  production.”  In  the  case  of  the  colliery 
the  capital  is  not  expended  in  the  actual  process, 
because  the  process  is  the  exploitation  and  the  use  of 
certain  minerals,  in  respect  of  which  no  capital  was 
expended  at  all. 

9950.  Then  in  paragraph  25  you  refer  to  exchange 
value  as  being  entirely  the  creation  of  the  commu- 
nity, and  you  say  that  the  landowner  has  at  least 
expended  nothing  in  creating  it.  Is  coal,  or  any 
other  mineral  deposit,  the  only  gift  of  nature  in  the 
sense  in  which  you  use  this  expression  ? — No.  I think 
if  you  take  the  word  “ land  ” in  the  economic  sense, 
which  embraces  all  natural  resources  of  every  des- 
cription apart  from  human  capacity,  the  same  defini- 
tion could  bo  applied  to  each. 

9951.  That  is  land,  and  all  natural  growth? — Yes. 

9952.  What  about  the  case  of  minerals  that  have 
been  acquired  by  purchase? — You  can  only  disen- 
tangle, in  my  opinion,  the  actual  cost  of  production 
from  costs  which  are  merely  incidental  to  temporary 
ownership  if  you  omit  the  case  of  the  man  who  has 
purchased  the  mineral,  and  consider  the  case  of  the 
man  who  actually  exploits  his  own  coal — the  coal 
which  he  himself  originally  owned.  In  that  ease  the 
resultant  profit  is  not  diminished  in  any  way  by  sums 
paid  by  an  intermediary  owner  for  the  actual  mineral 
in  the  soil  so  that  the  sum  paid  by  the  colliery  owner 
who  purchases  the  mineral  rights  is  a payment,  not  in 
the  course  of  production,  but  a payment  for  the  right 
of  producing  profits,  a payment  between  owners,  and 
therefore,  I suggest,  is  not  a cost  of  production  that 
should  be  deducted  as  an  Inoome  Tax  expense. 

9953.  Still  he  cannot  hope  to  make  any  profit  until 
he  takes  out  the  coal? — He  cannot  hope  to  realize 
any  profit. 


9954.  Weil,  either  realize  or  make;  it  is  all  the 
same.  Your  distinction  is  between  the  opportunity 
to  earn  profit  and  the  making  of  the  profit  itself? — 
Exactly. 

9955.  In  paragraph  33  you  refer  to  the  British 
capitalist  in  competition  with  foreign  capitalists.  Do 
you  think  in  all  these  competitive  transactions  as 
between  American  or  German  producers  and  English 
producers  the  factor  of  Income  Tax  comes  into  their 
calculations? — I think  that  in  any  case  where  an  in- 
tending purchaser  takes  expert  advice  as  to  what 
he  can  afford  to  pay,  the  question  of  this  exceptional 
Income  Tax  is,  and  must  be,  one  of  the  factors  taken 
into  account.  On  the  other  hand,  I quite  recognize 
that  many  of  these  transactions  are  not  undertaken 
with  the  advice  of  expert  accountants,  but  are  decided 
upon  more  or  less  rough  and  ready  experience,  so  that 
although  the  British  capitalist  may  decide  that  he 
can  afford  to  pay  £100,000  for  a certain  foreign 
asset  he  does  not  as  a matter  of  fact  set  down  the 
Income  Tax  as  so  much,  but  he  has  learned  from 
experience  that  after  allowing  for  all  the  expenses 
which  will  inevitably  fall  upon  him  there  will  be  a 
sufficient  profit  left. 

9956.  Do  you  mean  that  five  years  ago  he  took  into 
consideration  in  some  way  the  rate  of  Income  Tax 
of  Is.  or  Is.  2d.  that  then  existed? — I think  that 
must  have  been  so,  subconsciously,  no  doubt,  in  many 
cases. 

9957.  Take  an  American  producer  five  years  ago  as 
compared  to  a British  producer;  they  were  both  will- 
ing to  pay  the  same  price.  The  American  clearly  had 
not  that  factor  before  him,  and  yet  probably  was 
willing  to  pay  the  same  price  as  a Britisher? — Yes. 

9958.  How  does  the  tax  come  into  view  in  a case 
of  that  kind? — I think  the  position  is  very  briefly 
this:  if  we  get  back  to  the  middle  of  the  last  century 
I think  it  is  quite  undoubted  that  normally  the 
British  capitalist  enjoyed  advantages  in  the  shape  of 
experience,  cheaper  capital,  and  better  methods  of 
marketing,  and  so  on,  as  compared  with  most  of  his 
foreign  competitors,  so  that  although  he  might  him- 
self have  laboured  under  a specific  handicap  such  as 
this  Income  Tax,  his  other  advantages  would  have 
compensated  for  it,  and  have  put  him  in  the  position 
of  being  able  to  offer  as  much  as  the  American 
capitalist  and  yet  feel  certain  from  his  practical 
experience  that  he  would  achieve  a sufficient  profit 
in  the  finish. 

9959.  Do  you  really  believe  that  these  factors  were 
present? — I believe  that  with  every  business  man 
who  is  able  to  take  advantage  of  his  own  experience 
or  other  people’s  experience  (and  he  would  not  be  a 
successful  business  man  unless  he  could)  all  these 
factors  have  become  merged  in  one  common  experi- 
ence, very  much  the  same  as  all  the  factors  in  a 
profit  and  loss  account  come  to  one  final  focus,  the 
balance  of  profit.  If  I put  it  to  a business  man  in 
a particular  trade,  “ you  have  £10,000  in  the  trade; 
what  profit  do  you  expect?  ” he  would  probably  make 
a rapid  calculation  in  his  own  mind.  10  per  cent., 
£1,000;  hut  in  theory  ho  should  have  gone  through 
every  item,  what  nis  wages  are  going  to  be,  what  his 
stock  is  going  to  be,  and  what  his  rates  are  going 
to  be,  and  so  on.  When  I say  that  , he  has  sub- 
consciously taken  into  account  all  these  things  I 
am  simply  saying  that  his  experience  shows  that  after 
all  these  thing9  have  been  taken  into  account  a 
certain  recognized  rate  of  profit  may  be  expected. 

9960.  And  yet  I take  it  you  have  read  many  pro- 
spectuses at  one  time  and  another  in  connection  with 
new  ventures,  and  the  desire  to  attract  capital  for 
them? — Yes. 

9961.  Did  you  ever  see  any  one  which,  while  it  made 
many  calculations,  ever  indicated  that  Income  Tax 
was  a charge  to  be  provided  for  as  part  of  the  cost? — 
If  it  was  suggested  to  me  that  every  issuer  of  a pro- 
spectus did  disclose  all  the  facts  in  his  own  mind 
for  the  information  of  the  public,  then  the  omission 
of  any  particular  one  might  be  very  significant,  but 
until  wo  reach  prospectuses  of  that  character  1 do  not 
think  the  question  is  very  pertinent. 
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9962.  I was  not  referring  to  the  ideal  prospectus, 
but  merely  that  generally  this  question  of  Income  Tax 
is  not  taken  into  consideration  at  all  in  the  question 
of  purchase? — I am  not  an  expert  business  man;  I 
cannot  say. 

9963.  I take  it  your  main  point  is  this,  that  one 
reason  why  no  allowance  should  be  given  for  wasting 
assets  before  taxing  the  profit  is  the  fact  that  the 
tax  which  has  to  be  paid  is  discounted  in  the  price 
paid  for  that  asset  ? — That  is  as  between  the  purchaser 
and  the  original  holder  where  the  assets  are  in  this 
country. 

9964.  Or  in  any  country? — No,  I do  not  suggest  that 
as  regards  foreign  assets  the  Income  Tax  is  dis- 
counted in  the  price.  I take  quite  the  opposite  view, 
that  the  English  capitalist  abroad  has  no  effective 
power  of  discounting  the  future  Income  Tax. 

9965.  Do  you  think  that  is  a reason  for  giving  the 
English  capitalist  who  invests  his  capital  in  a wasting 
asset  abroad  an  allowance? — Standing  by  itself  1 
think  that  is  quite  an  adequate  reason ; but  there  are, 
of  course,  other  factors  to  be  taken  into  consideration. 
It  may  be  held  that  although  the  British  capitalist 
abroad  who  chooses  to  take  his  money  abroad  instead 
of  investing  it  in  this  country  and  employing  labour 
here,  may  bear  this  particular  burden,  yet  his  other 
advantages  are  so  great  that  on  net  balance  there  is 
no  real  hardship. 

9966.  May  I put  it  in  another  way,  that  your  view  is 
this,  that  the  English  capitalist  only  invests  his  money 
abroad  where  he  can  see  a yield  large  enough  after 
paying  tax  to  give  him  a return  on  his  money,  and 
replace  his  capital? — Exactly.  If  we  leave  out  of 
account  those  many  undertakings  abroad  in  which 
the  profit  is  expected  to  accrue  to  the  promoter  instead 
of  to  the  undertaker. 

9967.  In  paragraph  42  you  take  the  case  of  the 
British  coal  mining  industry  as  a typical  example, 
and  you  suggest  that  the  tax  on  the  amount,  repre- 
sented by  shaft  sinking  is  thrown  on  to  the  home 
consumer,  and  borne  by  him  in  the  market  price  of 
c<)al  ? — That  is  the  theoretical  aspect  of  the  case.  You 
may  have  an  industry  in  which  one  particular  element 
represents,  we  will  say,  one  penny  per  ton,  and  yet 
it  may  be  the  conventional  fact  that  prices  to  the 
consumer  go  up  by  threepence  or  sixpence  per  ton. 
It  is  manifestly  impossible  in  a case  like  that  to  put 
your  finger  upon  the  particular  penny,  and  say  that 
particular  penny  has  been  transferred  to  the  con- 
sumer, but  in  the  long  run,  and  over  the  aggregate  of 
businesses,  economic  theories  become  practical  facts, 
and  if  one  needs  to  say  who  bears  this  penny  per  ton 
in  the  case  of  coal  one  is  bound  to  say  that  in  the 
long  run  the  consumer  bears  it. 

9968.  I suggest  to  you  that  in  ordinary  practice 
amongst  the  colliery  owners  in  determining  the  cost 
of  the  product,  and  the  price  that  they  are  going  to 
get  for  it— do  they  not  treat  as  part  of  the  cost,  even 
in  theory,  the  replacement  of  the  shaft  sinking  and 
general  development? — I am  not  in  a position  to 
express  any  opinion  as  to  what  covers  the  practical 
act  of  a coal  owner. 

9969.  Then  from  what  do  you  draw  your  conclusion 
that  it  is  passed  on  to  the  consumer? — I draw  my 
conclusion  from  economic  law,  in  which  I have  a 
strong  belief,  and  of  which  I have  been  a student  for 
the  past  twenty  years;  and  I draw  it  from  this 
practical  conclusion,  that  if  an  exceptional  burden  is 
placed  upon  capital  in  any  particular  industry,  capita] 
will  tend  to  go  elsewhere. 

9970.  Mr.  Walker  Clark:  Excessive?— Exactly.  If 
capital  goes  elsewhere— take  the  case  of  the  collieries 

itmeansthat  the  supply  of  coal  diminishes  relatively 
to  the  demand,  and  therefore  the  price  of  coal  goes 
up.  In  other  words  although  there  is  a continual 
oscillation  about  the  point  of  equilibrium,  in  the  long 
run  the  price  of  coal  cannot  fall  below  that  point  of 
equilibrium.  I do  not  suggest  for  one  single  moment 
that  any  particular  item  of  a penny  or  twopence  pel 
ton  where  the  figures  are  large  is  specifically  handed 
oyer  to  the  consumer,  for  example  by  an  addition  to 
his  coal  bill. 


9971.  Mr.  McLintock:  That  may,  of  course,  have 
applied  generally  when  the  tax  was  low,  but  your  view 
is  this,  that  they  will  continue  to  work  coal  in  this 
country  even  with  a higher  rate  of  tax  whether  they 
get  an  allowance  for  the  cost  of  replacement  of  the 
shaft  or  not? — I think  that  is  so. 

9972.  There  is  one  point  in  connection  with  coal 
mining  upon  which  I should  like  an  expression  of 
opinion,  and  that  is  the  boring  charge.  There  is  the 
boring  to  be  done  in  the  first  case,  of  course,  to  prove 
the  existence  of  the  coal,  and  how  it  lies;  but  in  addi- 
tion there  is  the  boring  which  goes  on  from  time  to 
time;  do  you  not  think  that  ought  always  to  be  a 
charge? — I distinguish  between  those  two  classes  of 
boring ; one  is  incidental  to  the  exploration  or  the 
proving  of  minerals,  and  the  other  I think  is  inci- 
dental to  the  actual  exploitation  of  the  minerals.  In 
the  first  case  where  a land  owner  is  boring  to  ascertain 
whether  there  are  minerals  on  his  property,  that  is  not 
in  my  opinion  a cost  of  production  any  more  than,  for 
example,  the  expenditure  of  a man  who  is  paying 
railway  fares  to  find  a suitable  place  for  opening  a 
shop ; the  two  things  are  practically  identical.  As 
regards  the  boring  expenses  of  the  company  when 
exploitation  is  actually  in  process,  such  expenses  are 
necessary  to  see  the  lie  of  the  seam,  or  its  value,  and 
whether  it  is  worth  proceeding  in  that  direction,  and 
I think  they  should  be  deducted  as  expenses. 

9973.  You  agree  that  at  present  they  are  dis- 
allowed?— I should  say  that  at  the  present  moment 
there  is  no  clearly  recognized  practice.  In  many  cases 
I think  those  expenses  will  be  submerged  in  the 
general  expenses  of  the  company.  In  some  cases  I 
believe  they  are  put  to  capital,  and  then  of  course  they 
have  not  been  allowed. 

9974.  I suggest  to  you  it  goes  a little  further  than 
that,  and  that  to-day  it  is  a stock  query  on  every  set 
of  colliery  accounts:  “please  state  how  much  has 
been  expended  on  boring,”  and  when  that  amount  is 
stated,  it  is  added  back  as  a disallowed  item  of 
expense? — I have  not  examined  a colliery  account 
myself  for  many  years. 

9975.  I have  seen  a very  great  number  of  them 
within  the  last  ten  years,  and  that  is  a stock  query  by 
the  Surveyor  in  dealing  with  the  accounts  for  the 
purpose  of  assessment.  He  does  not  ask  why  the 
boring  was  made,  or  at  what  time,  or  at  what  stage 
in  the  colliery  work.  He  merely  asks  the  one  ques- 
tion, and  then  promptly  disallows  it.  I take  it  your 
view  is  that  boring  other  than  the  initial  boring  to 
prove  the  coal  should  be  allowed  as  an  expense? — I 
certainly  think  it  should  be  allowed  if  it  is  a boring  in 
connection  with  the  seam  that  is  being  exploited.  If 
it  is  a boring  to  discover  new  seams  I think  quite 
another  consideration  arises.  Whether  collieiy  owners 
do  as  a matter  of  fact  distinguish  between  those  two 
classes  of  boring  in  their  accounts,  or  whether  they 
distinguish  between  those  two  classes  in  reply  to 
enquiries,  I confess  I am  quite  ignorant. 

9976.  As  a rule  the  initial  boring  to  which  you  refer 
does  not  appear  in  the  colliery  company’s  accounts  at 
all;  it  had  probably  been  undertaken  as  an  experi- 
mental boring  before  they  entered  into  the  lease,  and 
they  then  enter  into  a bargain  with  the  landlord,  and 
proceed  to  sink  the  shaft  and  open  lip  the  colliery. 
Is  there  anything  in  your  view  in  the  present  Income 
Tax  Acts  which  prevents  boring  expenditure,  after  the 
colliery  is  working,  being  allowed  as  a charge? — In 
my  view  there  is  nothing  in  the  present  Income  Tax 
Acts  which  will  prevent  charging  as  a working  expense 
any  expense  which  is  necessarily  incurred  after  the 
coal  has  been  reached. 

9977.  Such  as  boring? — I think  boring  might  cer- 
tainly under  some  circumstances  come  under  that 
head ; I am  not  prepared  to  say  that  it  would  under 
other  circumstances. 

9978.  Can  you  suggest  why  it  is  disallowed? — No, 
unless  the  assumption  is  in  the  minds  of  the  Sur- 
veyors, and  I am  speaking  entirely  from  guess-work, 
that  the  boring  is  of  the  character  of  seeking  new 
seams  rather  than  necessary  expenses  in  exploiting 
known  seams.  On  the  other  hand,  perhaps  1 ought 
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to  draw  attention  to  the  old  case  in  the  courts,  the 
Coltness  Iron  Case  I think  it  was,  in  which  the 
courts  held  that  all  expenses  of  sinking  new  shafts, 
although  those  new  shafts  were  necessary  to  exploit 
the  one  bed  of  coal  which  was  already  being  under- 
taken, were  inadmissible. 

9979.  That  is  shaft  sinking? — Well,  it  is  probable 
that  boring  was  considered  to  be  a kind  of  shaft,  or 
at  any  rate  that  in  theory  the  decision  as  regards 
shafts  covered  the  practice  as  regards  borings. 

9980.  I would  accept  that  as  an  explanation  at  once 
if  there  was  ever  any  inquiry  made  as  to  the  nature 
of  the  boring,  but  1 suggest  that  what  I have  stated 
is  correct;  they  do  not  ask  the  nature  of  the  boring 
expenditure.  Would  you  hold  the  same  opinion — but 
for  the  specific  provision  in  the  Income  Tax  Acts — 
as  to  the  allowance  for  depreciation  on  the  plant  and 
machinery  of  a colliery  as  you  do  in  the  case  of  shaft- 
sinking, that  it  should  not  be  allowed?— Do  you  mean 
that  the  shaft-sinking  should  not  be  allowed? 

9981.  The  colliery  owner  expends  a sum  of  capital 
on  sinking  a shaft,  and  he  expends  a sum  of  money 
in  equipping  that  shaft  with  winding  gear  and 
pumping  machinery,  &c. ; do  you  draw  any  distinction 
between  the  two  types  of  capital? — You  mean  the 
capital  sunk  in  the  purchase  of  the  mineral? 

9982.  No,  leave  the  mineral  out  of  account.  He 
expends,  say,  £50,000  on  the  sinking  of  the  shaft  and 
opening  out,  and  he  expends  another  £50,000  in  equip- 
ping the  colliery  with  plant  and  machinery ; what  is 
the  distinction  you  draw  in  your  own  mind  between 
these  two  classes  of  expenditure?  On  the  one  depre- 
ciation is  given,  and  on  the  other  it  is  not? — Simply 
this,  that  prior  to  1878  no  depreciation  of  any  sort 
was  admissible.  In  1878  depreciation  was  given  by 
Statute  to  plant  and  machinery. 

9983.  I qualified  my  question  and  made  it  subject 
to  that  Statutory  allowance.  Do  you  recognize  any 
real  distinction  between  the  two  cases? — Do  you  mean 
in  principle? 

9984.  Yes. — Apart  from  any  Income  Tax  law  at  all, 
I recognize  the  wastage  of  each  to  be  an  essential 
cost  of  production,  and,  therefore,  a proper  charge 
in  principle  in  getting  at  net  profits. 

9985.  Then  you  would  allow  annually  as  a cost  of 
production  the  writing  down  of  the  expenditure  on 
the  sinking? — Undoubtedly;  I think  in  principle  there 
is  no  question  about  it. 

9986.  You  only  draw  the  line  at  the  mineral  itself? 
— Exactly. 

9987.  Sir  J.  Harmood-Banner : On  paragraph  35 
may  I ask  whether  you  mean  that  you  have  an  open 
mind  as  to  the  possibility  of  altering  the  burden  of 
tax  in  view  of  the  present  position?  We  have  had 
before  us  the  case  of  lead  and  zinc  mines  in  this 
country,  a very  hazardous  enterprise,  and  it  was 
pointed  out  to  us  it  was  such  a hazardous  enterprise 
that  the  heavy  charges  of  Inoome  Tax  prevented  new 
exploration  of  British  minerals.  Does  your  para- 
graph 35  mean  that  you  have  an  open  mind  on  the 
question  whether  there  might  be  an  alteration  of  the 
existing  Inoome  Tax  regulations  to  meet  a necessity 
of  that  description? — If  that  suggestion  is  founded 
upon  the  assumption  that  the  Income  Tax  burden  has 
been  in  fact  a real  handicap  on  the  lead  and  zinc 
and  tin  mines,  I should  certainly  demur  to  the  state- 
ment ; but  if  it  is  put  to  me  whether  it  is  possible 
that  in  future  this  particular  Inoome  Tax  burden 
may  be  a real  handicap  on  British  trade,  I should  say 
Yes.  I go  further  than  that,  and  say  if  there  is  any 
reason  to  think  that  it  may  be  a handicap  on  British 
trade,  and  if  in  principle  it  should  be  allowed  in 
getting  at  real  productive  profits,  then  I think  we 
should  give  British  trade  the  benefit  of  the  doubt, 
and  pass  the  allowance. 

9988.  With  regard  to  terminable  annuities  as  wast- 
ing assets,  what  do  you  consider  is  the  position  of  a 
railway  concession  from  a foreign  Government  where 
the  concession, will  terminate,  say,  in  25  years,  and 
there  is  a large  sum  expended ; at  the  end  of  that 
time  the  whole  of  the  property  passes  to  the  foreign 


Government.  Do  you  allow  now  any  sinking  fuud 
or  allowance  to  provide  for  the  fact  that  that  property 
will  leave  the  present  holders  at  the  end  of  the 
concession  ? — At  present  no  allowance  at  all  is  made. 

9989.  So  that  the  British  shareholders  who  own  that 
railway  will  at  the  termination  of  the  concession  have 
paid  Inoome  Tax  on  the  full  amount,  and  yet  will  lose 
the  whole  of  their  capital  expended  on  the  railway? — 
That  is  so. 

9990.  Does  not  that  seem  a considerable  hardship? 
— I think  undoubtedly.  On  the  other  hand,  in 
measuring  the  hardship,  one  is  bound  to  ask  whether 
as  a set  off  against  this  particular  burden,  which  I 
assume  is  not  shifted  to  the  foreign  Government,  the 
British  undertaker  is  making  such  exceptional  profits 
that  he  can  very  well  afford  to  put  up  with  the  loss. 
Whether  there  is  a positive  hardship  or  not  necessi- 
tates taking  that  into  consideration,  but  on  principle 
I have  no  doubt  at  all  that  the  allowance  should  be 
made. 

9991.  Mr.  Manville  : With  regard  to  your  paragraph 
55  in  which  you  refer  to  patents  as  wasting  assets  it 
is  a fact  I think  that  the  sum  received  for  patents 
sold  outright  is  not  subject  to  Income  Tax? — There  is 
no  direct  Income  Tax  charge  upon  the  vendor  of  a 
patent. 

9992.  Sold  outright.  On  the  other  hand,  if  a patent 
is  sold  for  a series  of  payments  or  royalties  during  its 
life,  there  is,  I think,  Income  Tax  charged  upon  those 
royalties? — That  is  so. 

9993.  Is  it  not  in  effect  the  same  thing?  One  is  a 
question  of  deferred  payments,  or  payment  on  results ; 
the  other  is  a question  of  a payment  on  an  estimate  of 
value? — I quite  agree  that  it  is.  On  the  other  hand, 
I also  consider  that  when  the  price  for  the  purchase  of 
the  patent  is  considered  it  is,  in  fact,  diminished  owing 
to  the  fact  that  the  user  of  the  patent,  the  purchaser, 
will  receive  no  allowance  for  the  Income  Tax  upon  it. 
In  other  words,  if  an  Income  Tax  charge  were  levied 
upon  the  receiver  of  the  money  paid  for  a patent  the 
purchaser  of  a patent  would  pay  so  much  more. 

9994.  I do  not  quite  see  the  bearing  of  that,  because 
the  seller  of  the  patent  is  the  same  in  either  case.  In 
the  one  case  he  gets  a lump  sum  for  his  patent,  and  in 
the  other  case  he  gets  an  annual  sum  spread  possibly 
over  the  life  of  the  patent,  but  in  the  first  case  he  does 
not  pay  Income  Tax,  and  in  the  second  case  he  does? 
— May  I correct  that  ? In  the  case  of  the  royalties  he 
bears  the  tax  directly  by  deduction ; in  the  case  of  the 
lump  sum  payment  I consider  that  he  bears  the  tax 
indirectly  by  getting  a smaller  lump  sum  than  he 
otherwise  would  have  received;  in  other  words,  I con- 
sider the  lump  sura  payment  to  be  commuted  value  of 
the  net  royalty  after  deducting  the  tax,  and  not  the 
commuted  value  of  the  gross  royalty. 

9995.  He  must  have  prophetic  vision  if  he  is  going 
to  know  what  the  Income  Tax  is  going  to  be  during  14 
years? — Every  successful  business  man  has  prophetic 
vision. 

9996.  I must  say  it  seems  to  me  a great  hardship 
that  there  is  not  a real  distinction  between  the  two 
when  you  consider  the  fact  that  one  is  subject  to  tax, 
and  the  other  is  really  on  similar  practical  conditions 
not  subject  to  tax? — i think  if  legislation  were  passed 
which  imposed  a direct  tax  upon  the  lump  sum  pay- 
ment with  corresponding  allowance  to  the  purchaser 
the  immediate  result  would  be  that  future  lump  sum 
payments  would  be  so  much  larger,  and  I do  not  think 
anybody  would  be  one  penny  better  off,  or  worse  off, 
than  before. 

9997.  That  might  be  so.  I admit  that. 

9998.  Mr.  Marks : With  regard  to  your  paragraph 
53  (1)  you  say : “ Should  a life  annuity  be  regarded 
as  the  return  of  capital  with  interest, ' ’ and  then  in 
sub-paragraph  (3)  you  say,  if  so,  “ does  the  tax  really 
fall  upon  the  annuitant,  or  has  he  relieved  himself  of 
it  in  the  process  of  bargaining?” — May  I say  this  on 
the  general  question  of  bargaining?  More  than  once 
I think  it  has  been  suggested  that  the  mere  fact  that 
a particular  Income  Tax  system  existed  when  the 
bargain  was  made  deprived  both  parties  of  any  possi- 
bility- of  grievance. 
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9999.  I agree. — But  frankly  I do  not  attach  any 
importance  to  it.  What  one  has  to  look  at  is  not  the 
fact  that  the  system  existed,  but  upon  whom  in  fact 
did  the  tax  fall  ? In  the  case  of  life . annuitants  in 
my  opinion  the  tax  is  in  the  main  borne  bj  the 
annuitant. 

10.000.  Why  in  the  main;  why  not  entirely? — I say 
in  the  main  to  safeguard  myself  on  economic  grounds. 
I think  it  is  a commonplace  among  economists  that 
every  economic  impulse  has  actions  and  reactions 
in  every  direction,  so  that  after  a certain  charge  is 
imposed  it  is  quite  impossible  to  say  how  exactly  that 
charge  is  passed  on. 

10.001.  I see  your  point.  As  a matter  of  fact  I 
think  perhaps  in  the  case  of  the  life  annuity  less 
than  in  any  other  is  there  room  for  bargaining,  owing 
to  the  fact  that  the  grantor  of  the  annuity  would 
hardly  give  a better  price  in  anticipation  of  the  inci- 
dence of  Income  Tax? — I should  put  it  in  this  way, 
that,  assuming  an  Income  Tax  at  any  figure  you  like, 
the  aggregate  body  of  Life  Assurance  companies  will 
require  a certain  minimum  rate  of  return  on  their 
capital,  and  will  not  be  prepared  to  accept  less  because 
the  Income  Tax  rate  is  put  up,  and  therefore  the 
tendency  must  be  that  any  charge  or  additional 
charge  of  Income  Tax  on  annuities  is  put  on  some 
body  else,  that  is,  on  the  annuitants. 

10.002.  Yes.  I suggest  that  however  small  the  charge 
for  Income  Tax  may  be  it  is  always  borne  by  the 
annuitant? — I quite  agree. 

10.003.  Assuming  that  an  allowance  is  to  be  made 
for  wasting  assets,  you  set  out  in  paragraph  71  and 
the  following  paragraphs  various  methods  by  which 
it  may  be  made.  I think  you  may  leave  out  of 
account  the  “ allowance  based  on  quantity  ex- 
tracted ” ; of  the  other  three  which  do  you  prefer? — I 
should  myself  prefer  a percentage,  to  be  estimated 
according  to  the  expected  life  at  the  time,  to  be 
applied  to  the  written-down  value,  and  to  be  reviewed 
every  three,  four  or  five  years  when  circumstances 
may  change. 

10.004.  Do  you  base  that  preference  largely,  or  at 
all,  on  the  fact  that  administratively  it  appears  to  be 
the  most  convenient? — As  between  that  method,  which 
is  a combination  of  the  written  down  method  and  of 
the  fixed  annual  percentage,  I think  it  ''ertainlv  has 
very  considerable  administrative  advantages. 

10.005.  At  the  end  of  paragraph  75  you  say:  “ It 
has  been  suggested  in  the  course  of  this  evidence 
that  the  hardship  arising  from  the  present  treatment 
of  wasting  assets  is  mitigated  to  some  extent  either 
by  the  shifting  of  the  tax  to  other  shoulders  or  by  a 
rate  of  profit  exceeding  the  normal  return  on 
capital.”  That  is  the  tone  which  runs  all  through 
your  statement.  Then  you  go  on  to  say : “In  view  of 
this  and  of  the  other  difficulties  inherent  in  this  pro- 
blem it  may  perhaps  be  considered  that  an  allowance 
based  upon  the  sinking  fund  method  will  meet  sub- 
stantially the  needs  of  the  case,  both  from  the  point 
of  view  of  individual  hardship  and  of  general  policy.” 
In  spite  of  that  expression  of  opinion  you  still  think 
the  method  advocating  a fixed  percentage  on  the' 
written  down  value,  with  the  variation  you  suggest, 
is  the  better  method  ?— Perhaps  1 should  make  it 
clear  that  what  appears  as  an  expression  of  opinion 
in  what  you  have  just  read  is  not  necessarily  my 
opinion  nor  the  opinion  of  the  Board  of  Inland 
Revenue;  it  is  simply  an  existing  opinion  which  is  in 
the  atmosphere,  which  the  Board  thought  should  be 
considered  by  the  Commission. 

10.006.  You  say  in  the  second  part  of  paragraph 
75:  “ From  the  point  of  view  of  the  trader  the  result 
is  apparently  identical  with  the  full  cost  method, 
provided  (1)  the  instalments  of  repaid  capital  are 
securely  invested  at  5 per  cent.,  (2)  the  accumulating 
interest  is  not  diminished  by  the  payment  of  Income 
Tax  thereon.”  Have  you  formed  any  opinion  as 
to  whether  the  accumulating  interest  should  be  liable 
to  tax  or  not? — I am  perfectly  clear  in  my  own  mind 
that  if  in  the  first  place  you  base  your  depreciation 
allowances  on  sinking  fund  instalments  you  must 
exempt  from  tax  any  interest  earned  by  those  in- 


stalments; otherwise  you  give  the  trader  less  than 
he  is  entitled  to. 

10,007.  And  for  that  reason  I presume  you  would 
not  say  that  the  method  by  which  these  arrangements 
might  be  made,  the  method  of  taking  out  a Sinking 
fund  policy  with  an  insurance  company,  is  equitable 
to  the  trader  if  he  only  gets  an  allowance  of  the 
amount  of  the  premiums  that  he  pays? — That  is  my 
opinion. 

10,00S.  Mr.  Walker  Clark : In  paragraph  73  you 
deal  with  the  problem  of  obsolescence? — Yes. 

10.009.  Do  those  remarks  apply  merely  to  the 
mining  plant? — Oh,  no. 

10.010.  Generally? — Generally. 

10.011.  Do  you  not  there  suggest  that  there  is  a 
real  hardship  at  present? — No.  I think  the  allow- 
ance of  depreciation  plus  the  allowance  for  obsoles- 
cence (which  represents  the  balance  between  the 
depreciation  allowance  and  the  gross  value)  meets  the 
case  entirely. 

.10,012.  You  give  an  example,  which  you  call  an 
extreme  case,  of  the  substitution  of  one  method  of 
motive  power  for  another.  Are  there  not  many  other 
instances,  for  example,  where  owing  to  improvements 
a machine  may  be  discarded  or  a method  of  produc- 
tion may  be  absolutely  discarded,  and  a quicker- 
running  machine,  a better  type  of  machine  sub- 
stituted. and  no  proper  allowance  is  now  made  be- 
cause that  machine  is  not  actually  replaced ; is  not 
that  a real  grievance? — But  that  is  not  the  case.  I 
think  the  moment  a machine  is  discarded  because  it 
is  no  longer  fit  for  its  particular  work  under  modern 
conditions,  and  another  machine  is  installed  in  its 
place  to  perform  that  or  similar  work,  obsolescence 
has  taken  place,  and  is  allowed  for. 

10.013.  Yes,  blit  as  a matter  of  fact  the  present 
method  may  be  that  you  displace  not  one  machine 
but  ten,  or  possibly  twenty,  and  is  not  the  allowance 
restricted  now  to  an  individual  and  particular 
machine,  and  to  the  case  where  the  w'ork  of  that 
particular  machine  is  being  carried  on  by  a new 
machine? — I know  of  nothing  in  the  instructions  of 
the  Board  of  Inland  Revenue  which  would  justify 
that.  I see  no  reason  myself  why  if  three  antiquated 
machines  are  cast  out  and  one  modern  machine  is 
installed  to  do  the  work  of  three  antiquated  machines 
which  are  obsolete,  they  should  not  be  allowed  for. 

10.014.  And  therefore  they  should  be  allowed  as 
obsolescent  ? — Yes. 

10.015.  You  know  that  there  is  a great  difference 
of  opinion  frequently  between  the  taxpayer  and  the 
Surveyor  as  to  that  particular  point? — I cannot  say 
that  I know  that,  but  I would  suggest  that  the 
Surveyor  is  a member  of  a homogeneous  body  which 
is  competent  to  form  uniform  opinions,  and  the  tax- 
payer is  a member  of  a very  different  body,  each  unit 
of  which  may  f orm  its  own  opinion ; and  under  those 
circumstances  there  must  be  difference  of  opinion. 

10.016.  I should  like  to  call  your  attention  to  the 
Annexe  to  your  proof.  In  several  cases — linoleum, 
printing  and  so  on,  and  for  some  reason  the  West  of 
Scotland  Hosiery  Manufacturers — there  are  additional 
allowances  for  wear  and  tear,  but  that  is  the  exception 
even  in  this  schedule,  and  those  war  allowances  vary 
very  much,  from  50  per  cent,  down  to  3J  per  cent. 
Have  those  war  allowances  been  laid  down  by  repre- 
sentatives of  the  trade  as  a whole  to  the  Department 
and  agreed  upon?— I think  the  explanation  of  that 
apparent  inconsistency  in  this  schedule  is  simply  this, 
that  at  the  time  these  particular  arrangements  were 
under  negotiation  the  war  also  was  in  progress,  and 
therefore  the  question  of  a war  allowance  must  have 
arisen  in  the  negotiations,  and  have  been  dealt  with. 

10.017.  By  a committee  representing  the  industry 
on  the  one  hand  and  the  Department  on  the  other?— 
Yes.  But  in  the  case  of  industries  where  negotiations 
took  place  before  the  war  the  thing  would  manifestly 
not  have  come  into  discussion  at  all. 

10.018.  To  some  of  them  the  war  conditions  did  not 
aPply>  °f  course,  but  these  abnormal  war  conditions 
and  their  corresponding  allowances  were  the  result 
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of  negotiation  between  competent  parties  on  either 
side? — That  is  so. 

10.019.  I am  glad  of  that  opinion ; that  is  a con- 
stant source  of  trouble,  as  you  know.  There  is  only 
one  other  point,  and  that  is  in  paragraph  4.  You 
rather  indicate  that  the  definition  of  profit  is 
narrower  in  the  view  of  the  Income  Tax  Acts  than  its 
ordinary  business  meaning.  Should  there  not  be  some 
attempt  to  reconcile  the  two  in  any  suggestions  for  the 
alteration  of  the  law? — I quite  agree  that  the  Income 
Tax  should  take  tax  upon  the  net  profits  of  produc- 
tion, and  that  if  in  any  case  it  does  not  at  present 
admit  an  expense  which  is  a bona  fide  cost  of  pro- 
duction, in  principle  it  should  be  altered  to  meet  that 
hardship;  but  as  regards  every  other  expense  I think 
the  Income  Tax  directly  is  not  concerned  at  all,  and 
in  any  case  any  outlay  of  that  sort  should  not  diminish 
the  amount  of  profit  on  which  the  Revenue  is  entitled 
to  receive  tax. 

10.020.  That  new  condition  should  not  enter  inco 
the  definition  of  the  term  profit? — Not  conditions  as 
between  mere  owners  of  the  source  of  production. 
May  I pu  t it  in  this  way : if  I have  a business  which 
is  producing  £1,000  a year,  and  1 hand  that  business 
over  to  you  for  a consideration,  the  business  is  still 
going  on  and  producing  £1,000  a year,  and  if  the 
Revenue  was  entitled  to  tax  on  £1,000  before  the 
transfer  it  is  in  my  opinion  entitled  to  tax  on  £1,000 
after  the  transfer. 

10.021.  Whether  you  have  made  a profit  or  not?- 
The  assumption  is  that  the  business  is  making  that 
profit-;  but  now  the  purchaser  might  say  to  me,  “ it  is 
perfectly  true  the  business  is  producing  £1,000  profit, 
but  I have  got  to  pay  you  so  much  to  purchase  the 
business.” 

10.022.  You  regard  that  as  the  expenditure  of 
capital? — An  expenditure  as  between  the  two  owners. 

10.023.  Aud  therefore  expenditure  of  capital  which 
ought  not  to  enter  into  the  question  of  profit  after- 
wards ? — Exactly. 

10.024.  It  is  a very  wide  principle? — It  is  the  only 
possible  principle. 

10.025.  Mr.  Marks : May  I ask  Mr.  Hook  one  ques- 
tion which  I omitted? — I want  to  make  sure  (that  I 
have  got  the  meaning  of  paragraph  76  ( e ) where  you 
speak  of  the  United  States  practice  in  regard  to  tax- 
ing terminable  annuities.  I want  ito  know  whether 
you  agree  with  me  that  the  last  phrase  which  you 
quote  from  the  official  ruling,  “ any  increment  on 
purchase  price  of  annuity  is  taxable  income”  means 
that  the  interest  on  the  purchase  price  in  the  hands 
of  the  grantor  of  the  annuity  is  liable  to  tax? — One 
would  endeavour  to  interpret  United  States  law  with 
considerable  reluctance,  but  I can  only  imagine  that 
it  means  this.  If  I pay  £1,000  for  an  annuity,  and 
in  the  course  of  20  years  I receive  £1,500,  the  £500 
is  the  sum  referred  to  here;  that  is  to  say,  it  is  the 
interest  as  distinguished  from  the  £1,000  capital. 

10.026.  Probably  the  ruling  is  intended  to  mean 
that  that  part  of  the  annuity  which  can  be  ascribed  to 
interest  is  taxable,  and  that  which  may  be  ascribed  to 
capital  is  not  taxable? — Probably,  but  it  was  put  iu 
here  as  a quotation,  because  nobody  would  undertake 
to  say  exactly  what  it  meant. 

10.027.  That  was'  rather  my  feeling,  and  I would 
rather  like  to  know  what  your  feeling  was. 

10.028.  Mr.  Kerly : It  is  the  corollary  to  the  first 
sentence  ? — Yes. 

10.029.  Your  very  excellent  paper,  if  I may  say  so, 
has  left  on  my  mind  the  uncomfortable  feeling  (cor- 
rect me  if  I am  wrong)  that  you  think  that  although 
the  Income  Tax  may  be  applied  in  some  cases  as  you 
would  not  desire  if  you  were  starting  anew,  yet 
generally  the  operation  of  the  laws  of  supply  and 
demand  is  such  that  it  shifts  it  round  so  that  the  tax 
ultimately  falls  on  the  general  community? — I may 
say  that  the  paper  was  never  intended  to  convey  that 
suggestion.  I think  I am  correctly  interpreting  tile 
mind  of  the  Board  of  Inland  Revenue  if  I say  this: 
that  the  Board  would  welcome  any  allowance  in  re- 


spect of  wasting  assets  which  are  in  their  nature 
bona  fide  costs  of  production,  provided  the  allowance 
is  a practicable  one,  and  provided  it  is  of  some  use  in 
removing  artificial  handicaps  from  British  trade. 

10.030.  I do  not  doubt  that.  But  still  you  do  sug- 
gest, over  and  over  again  in  the  course  off  your  paper, 
that  whether  it  is  the  vendor  of  a patent,  or  whether 
it  is  a colliery  owner  who  is  sinking  a shaft,  ultimately 
it  is  all  right,  because  the  burdei>  is  shifted  from  his 
shoulders  on  to  those  of  someone  else? — It  certainly  is 
not  all  right  for  the  one  upon  whose  shoulders  it  is 
shifted. 

10.031.  It  rather  leads  to  this  reduciio  ad  absurdum, 
does  it  not  if  it  is  true ; that  it  really  does  not  matter 
what  arrangement  you  make  as  to  Income  Tax,  be- 
cause it  will  all  come  right  in  the  end  if  you  wait 
long  enough? — No,  I do  not  think  it  goes  as  far  as 
that.  In  the  case  of  coal  shafts,  which  is  a very  good 
example,  if  I have  suggested  that  the  colliery  owner 
is  in  a position  to  shift  this  particular  burden  of 
Income  Tax  to  the  shoulder  of  the  consumer,  it  is 
merely  because  at  present  the  coal  owner  in  England 
has  a practical  monopoly.  But  in  any  case  where 
articles  sold  in  England  are  produced  or  supplied 
partly  by  those  who  have  this  burden  upon  them,  and 
partly  by  others  from  abroad  who  have  not  that 
burden  upon  them,  the  English  producer  is  not  able 
to  shift  it.  Therefore  the  English  producer  in  that 
case  is  labouring  under  a burden  which,  in  the  case 
of  a high  Income  Tax,  may  be  a very  serious  trade 
handicap. 

10.032.  May  I pursue  that?  You  suggest  that  the 
essential  factor  with  regard  to  the  colliery  owner  is 
that  he  has  a monopoly.  I suggest  to  you  that  that 
shows  the  viciousness  of  your  reasoning.  He  has  not, 
in  fact,  a monopoly,  has  he? — I said  a practical  mono- 
poly. 

10.033.  He  has  always  got  to  meet  the  possibility  of 
new  collieries  being  opened  under  more  advantageous 
circumstances ; and  at  the  moment,  as  we  all  know,  he 
has  got  to  meet  the  threat  of  imported  coal,  and,  as  I 
am  reminded,  he  is  an  exporter  as  well  as  a seller  for 
home  consumption? — I think  you  will  find  that 
referred  to  in  the  evidence.  If  I suggest  that  the  coal 
producer  is  able  to  shift  this  particular  burden  of 
Income  Tax  on  to  the  shoulders  of  the  consumer,  I 
say  it  is  only  in  the  case  of  the  home  consumer,  and 
only  so  long  as  the  home  market  is  not  invaded  by 
coal  from  abroad.  I mention  coal,  because  there  is  a 
practical  monopoly  in  the  home  market.  In  the  case 
of  other  minerals  in  this  country  there  is  not  that 
monopoly,  and  they  have  to  face  the  competition  in 
the  English  market  of  minerals  produced  abroad  to 
which  this  particular  burden  does  not  apply. 

10.034.  I am  merely  endeavouring  to  test  whether 
we  can  find  the  comfort  which  is  rather  suggested  in 
some  parts  of  your  paper  in  what  appears  to  be  a 
monopoly,  in  the  reflection  that  the  burden  is  shifted 
round  to  someone  else.  Now,  taking  the  particular 
example,  sinking  shafts,  as  between  one  colliery  owner 
and  another,  the  present  method,  even  if  there  is  a 
shifting,  may  work  better,  because  one  man  may 
have  a much  more  expensive  shaft  to  sink  than 
another  man? — That  is  perfectly  true,  but  that  is 
rather  a hardship  arising  from  the  differential  condi- 
tions between  two  collieries,  and  is  not  in  itself  a hard- 
ship directly  arising  from  the  tax. 

10.035.  But  it  greatly  accentuates  the  unfairness  of 
the  tax  upon  the  man  who  is  not  allowed  to  deduct 
what  I suggest  is  really  a working  expense?— Perhaps 
I may  make  myself  clear  if  I say  this : that  iu  all  these 
questions  one  is  bound,  as  one  aspect  of  the  question, 
to  take  into  consideration  the  incidence  of  the  tax. 
Now,  in  dealing  with  the  practical  issue,  I sweep  that 
aside,  because,  if  the  Commission  is  concerned  with  the 
shape  which  the  tax  should  take  in  the  future,  I do 
not  think  the  Commission  should  feel  itself  bound  bv 
any  conditions  which  have  become  more  or  less  petri- 
fied as  regards  existing  concerns.  I am  quite  con- 
vinced, myself,  that  the  cost  of  sinking  shafts  is  a cost 
of  production,  and  although  in  the  operation  of  the 
English  market,  where  there  is  no  competition,  the 
coal  owner  who  has  borne  this  expense  may  shift  it, 
yet  one  is  bound  to  contemplate  the  fact  that,  in  the 
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future,  conditions  may  change  altogether  and  he  may 
entirely  lose  the  power  of  shifting.  Therefore,  if  you 
are  going  to  apply  a general  rule  of  Income  Tax,  I 
think  you  must  leave  out  of  account  this  particular 
question  of  incidence,  and  ask,  is  it  or  is  it  not  a true 
cost  of  production?  If  it  is  a cost  of  production,  then 
in  principle  it  should  be  allowed. 

10.036.  You  accept  my  suggestion,  as  I understand? 
—If  I understand  your  suggestion,  yes. 

10.037.  Upon  that,  it  has  been  suggested  quite  re- 
cently to  us  that  if  you  commence  now  to  make  an 
allowance — take  the  same  example — for  the  cost  of 
sinking  a shaft,  you  will  be  merely  giving  an  endow- 
ment to  the  people  who  have  already  sunk  shafts; 
because  they  have  not  had  the  allowance.  What  do  you 
say  to  that?— I think  that  in  the  case  of  English  coal, 
where  the  total  Income  Tax  burden  (I  am  speaking 
about  the  Income  Tax  upon  the  shaft-sinking)  amounts 
to  probably  £600,000  a year  at  present  rates,  if  the 
allowance  is  now  given,  and  it  is  not  reflected  in  a 
diminished  price  to  the  consumer,  it  is  a present  of 
£600,000  for  the  time  being  to  the  coal  owner.  But 
one  has  to  contemplate  that  as  a fact  which  cannot  be 
avoided  in  the  case  of  any  change  whatever. 

10.038.  Will  \ou  explain  to  me  a little  more  what 
you  mean  by  that?  What  is  your  £600,000  going  to 
be?  Is  that  the  allowance  which  will  be  made  from 
now  onwards  annually? — That  is  what  we  estimate  to 
be  the  annual  allowance  of  Income  Tax  at  6s.  in  the 
£ if  an  allowance  for  the  wasting  asset  is  allowed  in 
respect  of  shaft-sinking  and  equipment  in  the  case 
of  English  collieries. 

10.039.  Of  course  the  other  way  of  putting  it  is  that 
you  are  in  future  going  to  extract  £600,000  as  a tax 
upon  a profit  which  is  not  really  a profit? — We  have 
done  that  already. 

10.040.  No.  Until  the  tax  rose,  you  were  taking  a 
tax  of  Is.  2d.  in  the  £? — Of  course  I make  allowance 
for  the  differential  rate  of  tax. 

10.041.  So  that  people  who  had  to  pay  without  allow- 
ances for  their  shafts  paid  on  the  low  rate,  not  at  the 
present  rate;  or,  rather,  they  did  not  get  the  allow- 
ance at  the  low  rate? — Undoubtedly. 

10.042.  Now  apply  the  same  thing  to  a foreign 
mineral  deposit.  I gather  that  your  suggestion  is 
that  if  an  English  company  purchases  a foreign 
mineral  deposit  with  a view  to  working  it,  inasmuch  as 
they  will  be  buying  in  competition  with  possible 
foreign  buyers,  it  is  almost  inevitable  that  you  should 
allow  them  to  replace  the  capital  they  sink  in  making 
the  purchase  before  assessing  their  taxable  profits? — 
I come  to  that  conclusion,  but  in  a rather  different 
way.  I consider  that  the  sum  paid  for  the  mineral 
deposit  abroad  is  profit,  quite  as  much  as  the  sum 
paid  for  the  mineral  deposit  in  this  coutnry.  I 
simply  take  the  view  that  it  is  profit  which  accrues, 
not  to  an  Englishman,  but  to  a foreigner  for  some- 
thing abroad  which  he  sells  abroad,  and  that  there- 
fore in  equity  the  English  Revenue  should  not  demand 
tax  upon  it.  It  comes  to  exactly  the  same  position  as 
saying  baldly  that  when  an  English  company  pays  for 
an  asset  abroad,  what  it  pays  should  be  regarded  as 
an  expense. 

10.043.  Of  course  there  is  the  other  side  to  it,  which 
I think  you  also  refer  to,  that  if  the  English  buyer  has 
to  pay  tax  in  the  long  run  upon  his  capital  which  he 
is  sinking,  he  will  be  handicapped  in  dealing  with 
foreigners,  and  therefore  to  that  extent  kept  out  of 
the  trade? — I think  that  is  so,  beyond  doubt. 

10.044.  Upon  much  the  same  point,  you  suggest,  to 
take  another  example — I take  them,  as  you  did,  as  an 
example  of  the  general  matter — you  dealt  with  the 
case  of  charging  as  income  the  royalties  paid  to  the 
owner  of  a patent.  I thought  perhaps  you  would  have 
said  in  answer  to  Mr.  Manville  that  where  the  royalty 
is  dependent  upon  the  profit  earned  by  the  patent,  the 
royalty  owner  is  a sort  of  partner;  but  you  did  not 
suggest  that.  I do  not  know  whether  that  influences 
your  view? — I do  not  think  it  influences  my  view  at 
'all. 

10.045.  If  the  patent  is  sold  for  a lump  sum,  that  is 
not  taxable? — Not  directly  taxable. 


10.046.  It  is  not  taxable  as  a lump  sum.  In  what 
way  is  it  taxable? — I want  to  make  my  view  on  this 
matter  perfectly  clear.  If  I say  the  lump  sum  is 
not  taxable,  it  at  once  suggests  that  the  user  of  the 
patent  suffers  from  an  unfair  hardship,  because  he  has 
to  pay  the  tax  on  something  which  is  not  taxable. 

10.047.  Yes,  I follow.— Our  position  is  that  .it  is, 
as  a matter  of  fact,  taxed  indirectly,  because  the 
seller  of  the  patent  receives  less  than  he  would  if 
there  were  no  Income  Tax  in  existence. 

10.048.  If  instead  of  taking  £14,000  down  he  takes 
£1,000  a year,  that  £1,000  a year  is  treated  as 
income  and  taxed? — Exactly. 

10.049.  There  is  no  possible  justification  for  that, 
is  there? — Do  you  mean  there  is  no  justification  for 
taxing  the  £1,000? 

10.050.  For  taxing  the  one  and  not  taxing  the 
other.— I should  quarrel  with  your  preamble,  I think. 
If  a man  is  to  receive  £1,000  a year  for  14  years,  he 
could  not,  as  an  alternative,  receive  £14,000.  What 
we  suggest  is  that  if  he  receives  £1,000  for  14  years, 
and  suffers,  we  will  say,  a 5s.  tax,  what  he  oould  sell 
the  patent  for  as  a lump  sum  would  be  the  present 
value  of  the  net  annuity  after  deducting  the  tax. 

10.051.  Is  the  money  any  more  profit  in  one  case 
than  in  the  other? — There  is  not,  in  my  opinion,  any 
distinction  in  principle  between  the  two. 

10.052.  So  I thought.  You  suggest  that  the  fear  of 
anomally  is  cured  because  the  vendor  knows  that  he 
has  got  to  pay  tax  in  the  one  case,  and  therefore,  I 
suppose,  he  demands  a higher  price.  Is  not  that  in 
the  realm  of  fantasy?  The  inventor,  as  a matter  of 
fact,  gets  the  largest  sum  he  can,  without  relation  to 
how  much  he  keeps  in  his  pocket? — That  is  the  very 
reason  that  I found  my  opinion  on.  He  gets  from  the 
purchaser  the  largest  sum  he  can.  In  other  words, 
the  purchaser  pays  the  largest  sum  he  feels  that  he 
can  pay  as  a business  proposition.  Now  if  you 
impose  upon  the  purchaser  an  Income  Tax  of  5s.  in  the 
£ upon  this  particular  sum,  he  is,  by  the  hypothesis, 
unable  to  pay  quite  so  much  to  the  vendor. 

10.053.  But  there  is  no  imposition  upon  what  the 
purchaser  pays.  Where  do  you  get  that  from?-  I do 
not  quite  follow  what  you  said. 

10.054.  Perhaps  I have  misunderstood  you.  I 
thought  you  said  if  you  impose  a tax  of  Gs.  in  the  £ 
upon  what  the  purchaser  pays.  It  is  the  vendor  wo 
are  dealing  with? — I say,  if  you  impose  a tax  of  6s. 
in  the  £ upon  the  purchaser,  upon  his  profits,  and  he 
receives  no  allowance  in  respect  of  what  he  has  paid 
for  the  patent,  you  have  in  fact  imjwsed  upon  the 
purchaser  a tax  of  6s.  in  the  £ upon  the  amount 
that  he  has  paid  the  vendor ; and  therefore  he  can  pay 
so  much  less  to  the  vendor. 

10.055.  That  is  not  a practical  way  of  looking  at  it, 
is  it?  The  purchaser  of  the  invention  is  not  going  to 
deal  with  that  normally  as  a separate  item  of  a sepa- 
rate business.  He  is  going  to  bring  it  into  his 
business.  He  is  not  going  to  distinguish  between 
whether  it  is  going  to  add  to  his  taxable  profits  or  not. 
or  to  w'hat  extent'  it  is;  the  practical  thing,  as  *ve  all 
know,  is  this.  The  owner  of  a parent  has  a very 
limited  market;  he  is  not  open  to  direct  competition, 
and  what  he  can  get  for  his  patent  is,  to  a great 
extent,  a matter  of  happy  accident ; he  gets  the  most 
he  can?-— I quite  agree  with  that. 

10.056.  Does  it  really  assist  the  matter  to  suggest 
that  there  is  any  passing  on  of  tax  either  way? — Tt  is 
a mere  question  of  fact — a fact  which  does  not  emerge 
as  an  isolated  fact  in  the  transaction,  but  it  never- 
theless is  a fact. 

10.057.  Let  me  go  back  to  the  shaft-sinking,  if  I 
may.  I think  your  personal  opinion,  if  I have 
followed  it,  is  that  the  cost  of  sinking  a shaft  for 
mining  ought  to  be  allowed  as  a exist  of  production? 
— Exactly. 

10.058.  There  are  one  or  two  things  that  occurred 
to  me  as  necessai’y  to  be  worked  out  with  regard  to 
that.  Where  would  the  capital  account  of  the  com- 
pany, in  opening  a new  colliery,  end — before  or  after 
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you  had  sunk  your  shafts? — The  capital  account  would 
quite  clearly  end  after  you  had  sunk  the  shaft.  It 
would  continue  up  to  the  point  when  you  really  com- 
menced the  trading  operation  of  production. 

10.059.  So  that  your  allowance  for  the  cost  of  pro- 
duction of  shafts  would  be  shafts  subsequently  made? 
— No,  it  would  be  just  as  with  plant  and  machinery, 
which  appears  at  its  full  cost  in  the  capital  account, 
and  as  it  is  used  up  or  exhausted  is  written  off  the 
revenue. 

10.060.  That  is  what  I say.  It  would  be  only  the 
cost  of  shafts  subsequently  made? — Yes. 

10.061.  Would  you  make  any  allowance  for  the 
cost  of  the  coal  in  the  ground? — No. 

10.062.  I want  to  ask  whether  you  think  it  possible 
to  simplify  this  whole  matter,  and  also  to  provide  for 
what  I will  describe  as  unexpected  cases,  unforseen 
cases,  by  laying  down  a general  principle  and  then 
appointing  somebody  as  a referee  or  a court  of  appeal 
to  work  it  out  and  apply  it  to  particular  cases. 
Would  you  refer  to  paragraphs  64  and  65  of  your 
statement.  You  see  what  you  say  there.  In  para- 
graph 65  you  suggest  one  limit  upon  the  discretion 
which  seems  to  be  vested  in  somebody,  if  the  earlier 
suggestion  is  adopted,  and  no  doubt  it  would  be 
possible  in  any  statute  to  put  other  limitations  which 
were  considered  desirable.  l)o  you  think  it  a 
practical  policy  to  substitute  for  the  particular  allow- 
ances which  are  scattered  through  the  Act  and  the 
Schedules  a general  proposition  to  be  worked  out  in 
the  manner  you  indicate  here? — Do  I understand  you 
to  mean  that  the  various  sections  in  the  Act,  dealing 
with  deductions,  should  lie  scrapped? 

10.063.  Yes? — And  that  there  should  be  a general 
guiding  section,  for  example,  this : that  in  estimating 
net  profits  every  cost  of  production  should  be  admitted 
as  an  expense? 

10.064.  Yes? — I think  I should  want  to  think  over 
that  a good  deal. 

10.065.  Subject  to  general  rules  to  be  laid  down  by 
somebody,  which  should  make  and  vary  its  rules  from 
time  to  time  as  circumstances  suggest? — T think  there 
you  are  putting  out  of  the  hands  of  Parliament  into 
the  hands  of  another  body,  although  possibly  a 
statutory  body  the  power  of  taxation  ; and  unless  you 
did  embody  in  your  statute  very  definite  limitations 
I think  it  would  be  open  to  great  objection. 

10.066.  Is  it  your  opinion  that  it  would  be  necessary 
to  put  so  many  limitations  upon  the  country  to  be 
traversed  by  the  determining  body,  that  you  might 
leave  the  existing  railway  lines  as  they  are? — I must 
say  I have  not  tluraght  of  the  particular  question, 
and  I should  not  like  to  express  a final  opinion. 

10.067.  The  notion  was  in  my  mind  before,  and 
seeing  paragraphs  64  and  65  I hoped  I had  found 
a supporter.  At  present  there  are  allowances  for  plant 
and  machinery,  and  I gather  that  you  think  that  they 
work  reasonably  well  and  are  on  the  whole  satis- 
factory?— 1 think  so. 

10.068.  You  make  an  allowance  for  obsolescence 
when  an  old  machine  is  scrapped  and  replaced  by  a 
new  one? — Yes. 

10.069.  And  you  allow  the  whole  of  the  written 
down  value  of  the  machine  at  the  time? — Yes. 

10.070.  Would  it  not  be  right  to  make  the  same 
allowance,  although  there  is  no  replacement,  if  the 
machine  is  scrapped  or  sold? — I think  not,  for  this 
reason.  Assuming  a machine  is  scrapped  and  is  not 
replaced,  you  have  the  position  of  a business  or  a 
part  of  a business  which  has  come  to  an  end,  and 
then  you  are  at  once  up  against  the  question  of 
making  allowance  for  any  capital  sunk  in  a business 
when  the  business  terminates.  That  is  such  a wide 
extension  of  the  Income  Tax  that  personallv  I should 
regret  to  see  it. 

10.071.  There  are  two  propositions  involved  there. 
One  is  that  you  do  not  scrap  the  machine  until  part 
of  the  business  has  come  to  an  end,  and  the  other  is 
that  if  you  are  going  to  make  an  allowance  you  are 
making  an  allowance  in  respect  of  an  item  of  capital. 


Let  us  deal  with  them  separately.  Docs  it  not  often 
happen  that  a machine  is  scrapped,  although  no  part 
of  the  business  has  come  to  an  end,  because  some  other 
part  of  the  existing  machinery  is  taking  over  the  job? 
Let  me  give  you  an  example  that  occurs  to  me. 
You  have  got  10  machines  of  varying  efficiency  and 
running  at  given  speeds  turning  out  a common  pro- 
duct. You  determine  to  drop  No.  10  and  to  run 
the  others  a little  faster.  Why  should  not  the  value 
upon  the  books  of  machine  No.  10  be  allowed? — I 
think  in  principle  it  is  a question  of  obsolescence. 
You  have  a unit  consisting  of  10  machines;  you 
replace  it  by  a unit  consisting  of  nine  machines. 

10.072.  Do  you  suggest  to  me  that  in  such  a case, 
where  there  is  no  fresh  expenditure,  there  would  be 
no  allowance  for  the  scrapped  machine? — At  present 
I think  not. 

10.073.  But  there  ought  to  be,  ought  there  not? — 
In  principle,  undoubtedly. 

10.074.  Now  let  us  consider  your  other  proposition  : 
that  if  you  did  make  such  an  allowance,  it  would  be 
capital.  But  I am  dealing  with  plant  and  machinery 
which  is  being  written  down.  Is  it  not  being  written 
down  upon  the  footing  that  what  is  lost  is  not  capital, 
but  a deduction  from  profits? — What  is  lost  in  the 
course  of  working  a machine  to  produce  profits. 

10.075.  If  it  has  gone  altogether,  and  you  find, 
because  there  is  a residual  value  in  the  books,  that 
sufficient  allowance  has  not  been  made,  why  should 
you  not  make  the  rest  of  the  allowance? — Do  you 
mean  that  at  a particular  point  the  machine  is  used 
up,  done  with,  although  the  written  down  value  has 
not  covered  the  cost? 

10.076.  That  is  a wider  proposition,  including  mine? 
—That  simply  brings  us  to  this  point.  If  the  machine 
lias  been  dealt  with  separately  as  a depreciation  item, 
the  estimate  of  life  has  been  excessive.  On  the  other 
hand,  if  the  machine  is  dealt  with  as  one  item  of  a 
mass  of  varied  plant,  and  the  particular  machine 
has  died  before  the  average  life,  I think  there  is  no 
occasion  to  make  any  allowance. 

10.077.  Put  the  second  case  aside.  In  the  second 
case  you  say  it  comes  into  the  general  average;  but 
in  the  first  case  it  is  clearly  an  allowance  that  ought  to 
be  made,  is  it  not? — In  the  first  case  it  means  that  too 
much  tax  has  been  paid  in  the  past,  owing  to  a 
miscalculation  by  somebody. 

10.078.  No  allowance  is  made  for  buildings  at  pre- 
sent?— Except  in  the  case  of  mills  and  factories  and 
others  containing  machinery. 

10.079.  Mr.  Walker  Clark : Recently. 

10.080.  Mr.  Kerly : That  is  allowed,  is  it? 

10.081.  Mr.  Walker  Clark : Yes,  quite  recently. 

10.082.  Mr.  Kerly  : Let  me  call  your  attention  to 
this  case.  I prefer  to  put  a concrete  case,  because 
then  I shall  know  that  I am  not  misunderstanding 
the  point  myself.  Someone  writes:  “We  have  at 
present  a factory  on  leasehold  land,  worth  £5,000, 
used  in  connection  with  the  manufacture  of  steel  and 
tools.  It  is  old,  and  we  desire  to  pull  it  down  and 
erect  more  modern  buildings  at  a cost  of  £15,000.’' 
Then  they  say  the  value  of  the  present  factory  was 
estimated  to  be  £5,000 ; and  then  they  go  on  to  say 
that  if  they  do  that  they  will  be  allowed  nothing  in 
respect  of  the  expense,  which  you  see  is  going  to  be  an 
expense  of  £20,000 — £5,000  loss  and  £15,000  fresh 
investment.  Now  is  that  right? — I think  the  present 
practice  is  quite  right. 

10.083.  The  present  practice  is  to  allow  nothing, 
either  in  respect  of  the  £5,000  or  the  further  expendi- 
ture of  £15,000? — That  is,  to  allow  nothing  beyond 
what  is  already  allowed  under  the  Act.  In  the  case 
of  a mill,  as  I mentioned  just  now,  they  get  one-sixth 
of  their  annual  value.  But  the  mere  fact  that  a 
building  was  pulled  down  and  replaced  by  another  is 
not,  in  my  opinion,  a ground  for  making  any  Income 
Tax  allowance. 

10.084.  You  shall  tell  mo  why,  in  a moment.  It  is 
very  detrimental  to  the  manufacturing  interest  of  this 
country  that  people  should  be  discouraged  from  doing 
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this  sort  of  thing,  is  it  not? — Probably  I think  it 
might  be  so. 

10.085.  Take  this  particular  case.  These  are  people 
competing  with  an  American  manufacturer.  It  is 
very  desirable  that  their  buildings,  as  well  as  their 
machinery,  should  be  up-to-date,  and  yet  if  they  make 
this  further  investment,  they  have  got  to  make  it 
by  putting  fresh  capital  in,  and  having  no  allowance. 
Now,  how  do  you  justify  that? — In  the  first  place, 
may  I suggest  the  case  of  a man  who  purchases  a 
site  with  a building  upon  it.  He  may  give  £5,000 
for  the  building.  He  decides  that  the  building  is 
not  suitable  for  his  purposes.  He  pulls  it  down  and 
he  erects  another  at  a cost  of  £15,000.  In  my  opinion, 
it  simply  comes  to  this : that  he  has  considered  that 
site  as  worth  so  much,  including  the  £5,000.  Now, 
if  a man  pays  a sum  fixed  by  market  conditions  for 
the  site  on  which  he  proposes  to  build  a factory,  I 
can  see  no  reason  myself  for  giving  him  any  allowance 
in  respect  of  the  site. 

10.086.  This  is  not  a site  question;  this  is  a build- 
ings question? — What  I want  to  make  clear  is  this. 
I am  taking  first  the  case  of  the  man  who  wants  to 
put  up  the  factory.  He  looks  round,  and  there  is 
no  available  site  free  of  buildings.  He  sees  a par- 
ticular site  with  a building  on  it.  He  says:  “ that 
will  suit  me;  I will  put  my  factory  up  there.”  -Now, 
if  the  bare  land  itself  cost  £5,000,  and  the  buildings 
upon  it  were  worth  £5,000,  he  has  got  to  pay  £10,000 
for  something  which  he  intends  to  use  as  a site,  and 
only  as  a site.  I think  it  follows  from  that,  that  if 
there  were  a bare  site  in  the  neighbourhood  that  would 
suit  him,  and  that  he  could  get  for  £9,500,  he  would 
have  taken  the  other.  He  has  found  himself  com- 
pelled, through  market  conditions,  to  pay  £10,000  for 
something  which  he  regards  solely  as  a site ; and  if  a 
man  is  compelled  to  pay  an  extortionate  figure  for  a 
site  of  land,  I cannot  see  any  reason  for  making  him 
an  Income  Tax  allowance  because  he  has  suffered  that 
extortion. 

10.087.  Supposing  he  had  removed  to  another  site, 
would  he  get  any  allowance  for  the  cost  of  removal? 
— The  only  allowance  that  would  be  given,  certainly 
at  present,  for  the  cost  of  removal,  is  when  the 
removal  is  compelled.  If  the  man  removes  voluntarily 
from  one  site  to  another  because  he  wishes  to  extend 
his  business,  we  regard  that  as  a capital  expense, 
except  so  far  as  it  involves  the  removal  of  stock. 

10.088.  Putting  it  your  way,  is  not  this  very  much 
like  a removal,  only  instead  of  taking  his  goods  to 
another  factory,  he  brings  another  factory  to  his 
goods?  As  a matter  of  fact,  you  have  left  out  of 
account  a very  probable  set  of  circumstances,  which 
happen  to  apply  in  the  case  I have  put  to  you.  It  is 
not  the  case  of  a man  moving  his  factory  to  another 
site,  but  putting  a new  building,  on  part  of  his 
factory.  He  cannot  go,  because  there  is  the  rest  of 
his  commitment  there.  He  wants  to  have  his  new 
toolhouse  at  hand.  Why  is  not  that  a working 
expense;  because  its  fruits  are  going  to  be  realized 
over  a number  of  years? — I think  the  position  is 
simply  this : that  there  was  existing  on  his  own  site  a 
building  which  was  worth  to  him  £5,000.  He  desires 
to  make  alterations.  He  may  make  an  absolute  addi- 
tion to  that  building  at  a cost  of  £15,000,  when  he 
has  a building  which  is  suitable  for  his  particular 
purposes  which  has  cost  him  £20,000.  He  may  decide 
that  it  would  pay  him  better  to  pull  the  old  building 
down.  He  has  voluntarily  sacrificed  £20,000  for  the 
new  building.  I should  simply  take  the  view  that 
the  new  building  had  involved  an  outlay  of  £20,000, 
an  outlay  voluntarily  undertaken. 

10.089.  I see  you  put  it  rather  as  a case  of  a man 
indulging  in  luxuries,  but  I do  not  think  that  is  the 
view  that  he  would  take.  Except  in  size,  is  there 
any  difference  between  a building  full  of  machinery 
and  one  machine?  What  is  the  difference? — I think 
there  is  this  difference.  In  the  case  of  a machine, 
if  new  and  more  efficient  machines  are  invented  to 
do  that  work,  the  machine  is  automatically  reduced  to 
a worthless  condition.  But  that  is  not  the  case  with 
a factory.  The  erection  of  10,000  factories  would  not 
reduce  a man’s  present  building  to  a worthless  con- 


dition. It  suits  him  for  his  own  particular  purposes 
to  alter  it,  but  it  is  not  an  expense  that  is  imposed 
upon  him,  as  it  is  in  the  case  of  the  machine. 

10.090.  Mr.  Walker  Clark : May  I put  a case  on 
this  very  point.  In  our  neighbourhood  recently  the 
dimensions  of  factories  have  been  rendered  obsolete 
on  account  of  the  increased  size  of  machines.  I have 
no  doubt  it  is  the  same  elsewhere ; and  because  of  that 
the  factories  are  absolutely  out  of  date.  The  floors 
would  not  carry  the  weight  of  the  machines;  the 
width  of  the  •Avails  would  not  carry  ithe  length  of  the 
machines.  We  can  get  an  allowance  for  obsolescence 
on  the  machinery  in  a factory ; but  the  factory  is  just 
as  much  obsolete  as  the  machinery,  and  we  can  get 
no  allowance  Avhatever  for  the  building  which  is 
equally  obsolete  with  (the  machinery.  That  is  the 
real  point. — Does  it  not  come  to  this,  that  the  factory 
in  its  specialized  shape  is  no  longer  of  use  for  a parti- 
cular class  of  machine? 

10.091.  For  the  whole  industry? — Is  it  suggested 
that  the  factory  is  no  longer  of  any  use  to  anybody 
for  any  purpose? 

10.092.  It  is  not  for  that  trade? — I think  the  dis- 
t:nction  betAveen  that  and  the  machine,  to  my  mind 
at  any  rate,  is  quite  clear.  The  one  loses  value  no 
doubt  because  it  is  less  suitable  for  a particular  pur- 
pose, although  it  is  suitable  for  some  purposes.  The 
machinery  is  reduced  to  scrap  iron  absolutely. 

10.093.  Mr.  Kerly : You  will  not  think  I want  to 
be  rude,  but  it  appears  to  me  that  that  is  the  sort  of 
distinction  that  one  gets  from  looking  at  these  things 
from  a distance.  That  is  Avhat  I do  myself,  you  know. 
It  seems  to  me  you  might  almost  as  Avell  say  that  an 
obsolete  machine  has  still  a value ; it  could  be  used 
as  a paper  Aveight.  It  is  no  good  to  the  particular 
man  for  his  job? — May  I suggest  that  one  real  diffi- 
culty is  this.  There  may  be  in  any  concern  quite 
exceptional  conditions.  If  you  decide  that  that  con- 
dition is  a legitimate  reason  for  giving  an  allowance, 
the  difficulty  is  to  put  a definition  in  a general  statute 
which  could  be  confined  to  that  particular  condition. 

10.094.  I quite  appreciate  that;  I knoAV  that  is  the 
difficulty;  that  is  Avhy  I should  have  been  so  happy 
to  think  that  you  can  deal  with  these  things  by  laying 
doAvn  general  rules  and  leaving  them  to  be  Avorked  out 
in  particular  cases. 

10.095.  Sir  Warren  Fisher : Before  you  leave  that, 
might  I put  one  question.  There  is,  I gather,  an 
allowance  for  depreciation  of  mills  and  factories. 
Whether  it  is  a sufficient  alloAvance  or  too  large  is  not 
my  point  at  present;  there  is  an  alloAvance? — That  is 
so. 

10.096.  Now  assume  that  instead  of  having  been 
recently  introduced,  it  dated  as  far  back  as  the 
alloAvance  for  Avear  and  tear  of  machinery : Avould  it 
not  be  the  case  that  in  the  great  majority  of  instances 
(T  am  talking  now  of  buildings)  their  duration  is  so 
considerable  that,  assuming  that  the  sixth  is  an 
adequate  amount,  they  would  have  got  the  full  value 
by  the  time  the  building  had  normally  ceased  to  be 
useful  ?—  I think  that  is  qirte  true,  although  of  course 
there  may  be  these  very  exceptional  contingencies  to 
which  Mr.  Kerly  refers,  which  could  not,  I think,  by 
any  manner  of  means  be  embodied  in  a statute. 

10.097.  I was  inA’iting  an  ansAver  on  the  normal 
case? — Normally,  undoubtedly  I think  that  is  so. 

10.098.  A Ir.  Kerly : I quite  appreciate  that,  Sir 
Warren  Fisher. 

10.099.  Mr.  Walker  Clark : It  is  quite  recent. 

10.100.  Sir  Warren  Fisher : The  trouble  is  that  it  is 
so  recent. 

10.101.  Mr.  Kerly:  One  question  about  sinking 
fund.  You  did  not  develop  it  in  answer  to  another 
member  of  the  Commission,  but  you  said  that  the 
method  of  giving  the  manufacturer  an  allowance  for 
depreciation  based  upon  the  payment  he  would  have 
to  make  to  a sinking  fund  was  unfair  because  it  would 
not  give  him  sufficient.  That  is  your  view,  is  it  not? — 
Yes. 

10.102.  That  is  because  even  if  he  goes  to  an  insur- 
ance company,  the  rate  at  which  he  would  be  charged 
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by  the  insurance  company  is  higher  than  you  think 
it  ought  to  be  if  the  interest  on  his  payments  were 
not  to  be  subjected  to  tax  ? — That  is  the  reason  of  the 
difference  between  his  position  if  he  invests  the  sink- 
ing fund  himself  and  if  he  goes  to  an  insurance 
company;  but  of  course  it  does  not  touch  the  other 
question,  that  in  either  case  he  has  to  sacrifice  the 
Income  Tax. 

10.103.  I misunderstood  you,  then.  If  he  invests  his 
annual  payments  himself  and  pays  Income  Tax  upon 
the  interest  which  he  is  going  to  accumulate  himself, 

I thought  your  view  was  that  it  would  be  much  the 
same  as  if  he  went  to  an  insurance  company,  where  he 
would  know  nothing  about  their  payments,  but  they 
would  say : “we  want  so  much  a year  ” — that  so  much 
a year  being  really  determined  amongst  other  things, 
by  the  consideration  that  they  have  to  pay  Income  Tax 
upon  the  interest  which  they  receive? — That  is  so.  In 
either  case  he  is  accumulating  interest  less  Income 
Tax. 

10.104.  Can  you  put  it  into  a proposition?  Why  is 
it  unfair  ? — I think  if  you  would  allow  me  I should  like 
to  deal  with  our  view  of  the  whole  of  this  question. 
I find  it  very  difficult  to  deal  with  an  extremely 
complicated  matter  by  question  and  answer. 

10.105.  Do  you  mean  verbally? — I should  like  to  do 
it  now,  if  you  would  allow  me.  The  position  we  start 
with  is  this,  that  if  a man  incurs  an  expense,  we  will 
say  for  a machine,  and  that  machine  is  used  up  in  a 
week,  the  cost  of  that  machine  is  a cost  of  production, 
and  you  can  only  get  his  profits  of  the  week  if  you 
allow  him  the  full  cost  of  that  machine.  Exactly  the 
same  thing  occurs  if  the  machine  lasts  for  a year; 
the  cost  of  the  machine  is  still  a cost  of  production, 
and  you  can  only  get  his  profits  of  the  year  after 
deducting  the  full  cost  of  his  machine.  Now  the  same 
thing,  in  our  opinion,  applies  if  the  machine  lasts  for 
20  years.  If  he  is  drawing  up  a profit  and  loss  ac- 
count for  20  years  the  cost  of  the  machine  is  a 
cost  of  production,  and  the  whole  of  the  original 
cost  of  the  machine  must  be  debited  in  the  ac- 
counts if  you  are  to  get  at  his  real  net  productive 
profit.  That  is  the  general  proposition  that  we 
start  with.  For  the  sake  of  clarity  I will  take 
the  illustration  that  has  been  given  more  than 
once,  the  figure1  of  £100  for  a machine  which  expires 
in  20  years.  That  will  facilitate  my  explanation, 
which  is,  in  any  case,  rather  complex.  It  may  be  sug- 
gested that  over  the  period  of  20  years  the  trader 
need  not  put  aside  £5  per  year ; it  will  be  quite  suffi- 
cient if  he  puts  aside  out  of  his  profits  £3  a year, 
because  if  he  uses  that  £3  a year  and  obtains  an  in- 
come from  it,  it  will  accumulate  to  the  £100  which  he 
needs  to  have  at  the  end  of  20  years.  Now,  I look  at 
the  trader’s  balance  sheet.  At  the  end  of  the  20  years 
he  has  a plant  account  of  £100,  and  of  that  plant 
account  he  has  written  off  20  instalments  of  £3  each ; 
that  is  £60.  His  plant  account  stands  then  at  £40, 
but  the  plant  is  dead.  It  is  perfectly  clear  that  to 
make  his  books  fit  he  has  to  transfer  from  somewhere 
£40  to  make  good  his  deficiency.  It  may  be,  as  it 
often  happens,  that  he  has  used  this  sinking  fund  in 
his  business.  In  that  case  he  has  to  transfer  from  his 
profit  and  loss  account  a full  sum  of  £40  to  clear  his 
balance  sheet  of  this  item  of  plant.  If,  instead  of 
using  the  £3  in  his  business,  he  has  invested  it  and 
obtained  the  extra  £40  in  the  way  of  interest  before 
the  tax  is  deducted,  he  has  to  transfer  that  £40  in- 
terest to  his  plant  account.  So  that  in  whichever  way 
you  look  at  it,  over  the  period  of  20  years  that  is  the 
life  of  this  machine,  he  has  somehow  or  other  to 
transfer  from  profit  to  depreciation  account  the  full 
original  cost  of  the  machine.  Now,  regarded  in  that 
way,  the  sinking  fund  method  does  not  differ  in  any 
way  whatever  from  the  ordinary  full  cost  method.  Its 
i ©suit  is  to  charge  against  the  machine,  over  the  life 
of  the  machine,  the  full  original  cost;  but  instead  of 
charging  equal  annual  instalments  it  has  the  effect  of 
commencing  with  £3  a year  and  charging  year  by 
year  larger  sums  which  in  the  aggregate  come  to  £100. 

10.106.  Now,  leaving  the  question  of  Income  Tax  out 
of  account  altogether,  supposing  there  were  no  Income 
Tax  in  existence,  it  is,  I think,  quite  clear  that  the 
two  methods  are  identical.  TEe  only  difference  is  as 
to  the  sums  to  be  put  aside  year  lty  year.  Now,  when 
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we  come  to  Income  Tax,  one  can  carry  the  question  a 
step  farther,  and  say  that  under  the  sinking  tuncl 
method  he  would  never  get  his  £40  at  all.  When  he 
looked  at  the  end  of  the  20  years  for  the  £40  to  set 
against  his  plant  account,  he  would  not  have  it.  To 
make  that  point  clear,  I should  like  to  take  the  ques- 
tion of  the  simple  annuity,  and  I think  it  may  be 
legitimately  used  as  an  illustration  in  the  case  of 
plant,  for  this  reason  : that  the  depreciation  allowance 
is  made  not  to  the  user  of  plant  as  such,  but  to  the 
owner  of  the  plant;  and  it  may  be,  as  it  sometimes 
happens,  that  the  owner  of  the  plant  is  not  the  user 
Therefore  we  can  concentrate  our  attention  upon  the 
case  of  the  man  who  owns  plant  and  lets  it ; because, 
manifestly,  the  allowance  for  depreciation  should  be 
the  same  in  either  case. 

10.107.  Now,  let  us  take  the  case  of  a man  who  owns 
plant  that  cost  him  £100  and  admittedly  will  be  dead  in 
20  years.  He  receives  year  by  year  a rent  for  the  plant ; 
in  other  words,  he  is  in  exactly  the  same  position  as  a 
man  who  spends  £100  for  a 20  year  annuity.  There- 
fore the  principle  which  will  emerge  if  we  take  the 
case  of  the  annuity  is  a principle  which  is  applicable  to 
the  case  of  machinery.  Then  I would  ask  you  to  put 
aside,  for  the  sake  of  simplicity,  all  questions  of  the 
machine,  and  look  at  the  simple  annuity. 

10.108.  I take  the  case  of  the  man  who  has  £100  and 
invests  it  in  an  annuity  for  20  years  at  5 per  cent,  and 
gets  £8  a year.  The  man  has  £100 ; he  can  if  he  likes 
invest  that  £100  at  5 per  cent.  He  gets  his  £5  a year, 
and  at  the  end  of  20  years  he  has  his  £100.  I 
think  it  will  be  agreed  that  if,  instead  of  doing  that, 
he  spends  this  £100  in  an  annuity,  he  must  also  enjoy 
at  least  £5  a year  and  he  must  also  have  £100  in  hand 
at  the  finish.  That  is  to  say,  he  must  not  be  worse 
off  by  purchasing  an  annuity  than  he  is  if  he  chooses 
to  invest  his  capital  himself.  Now  take  the  case  of  a 
man  who  purchases  an  annuity  of  £8  a year  under 
those  circumstances.  He  receives  £8  a year.  In  the 
first  place— and  this  I suggest  is  the  correct  method 
of  regarding  an  annuity — he  receives  in  the  first  year 
£5  interest  and  £3  repayment  of  capital.  In  the 
second  year  he  receives  something  less  than  £5  in- 
terest, because  he  has  got  part  of  his  capital  back ; 
and  so  the  yearly  interest  that  he  actually  receives 
starts  with  £5  a year  and  diminishes  steadily  over  the 
20  years,  and  it  amounts  to  £60  in  the  course  of  the 
20  years.  The  capital  repayment  that  he  receives 
starts  with  £3  a year  and  increases  yearly,  and  over 
the  20  years  amounts  to  £100.  Now  it  is  perfectly 
clear  that  he  is  in  exactly  the  same  position  as  the 
man  who  invested  the  £100  at  5 per  cent.,  because  at 
the  end  of  20  years  he  has  his  £100  and  each  year  he 
enjoys  £5,  being  £5  from  the  annuity  in  the  first 
year,  and  in  all  future  years  the  interest  contained  in 
the  annuity  and  the  interest  on  the  investment  of  the 
capital  repayment.  That,  I suggest,  is  the  correct 
interpretation  of  an  annuity.  But  it  may  for  common 
practical  purposes  be  put  in  another  way.  It  may  be 
said  that  the  £8  annuity  which  he  receives  is  £5 
interest  a year  for  20  years  and  £3  capital  a year  for 
20  years ; and  that  £3  a year  will  amount  to  the  full 
£100  at  the  end  of  20  years  provided  he  can  invest 
at  5 per  cent,  and  no  Income  Tax  is  taken  off.  So 
that  if  we  leave  out  of  account  the  fact  that  Income 
Tax  exists,  we  find  these  three  positions  identical  in 
their  practical  results:  the  pure  investment  and  the 
annuity  in  whichever  way  you  choose  to  interpret  it 
gives  the  man  £5  a year,  and  it  gives  him  his  capital 
at  the  end  of  20  years. 

10,109.  Now  turn  to  the  question  of  Income  Tax. 
The  man  who  makes  his  investment  gets  £5  a year 
interest,  and  if  we  deduct  the  Income  Tax  at  4s.  in 
the  £, . as  a matter  of  convenience,  his  net  yearly 
income  is  £4  a year.  In  other  words,  the  pure 
investor  gets  £4  a year  income  and  he  has  at  the 
end  of  20  years  his  full  £100  left.  Now  I suggest, 
as  I suggested  before,  that  if  a man  who  chooses  to 
put  his  money  in  an  annuity  for  20  years,  he  must  be 
in  exactly  the  same  position  as  the  man  who  chooses  to 
invest  it ; in  other  words  he  must  enjoy  £4  a year  net 
spendable  income  and  he  must  at  the  end  of  20  years 
possess  £100  clear  capital.  Now  if  we  take  the 
annuity  in  what  I suggest  is  its  correct  interpreta- 
tion we  have  capital  amounting  to  £100  over  the  20 
years ; that  is  £3  in  the  first-  year  and  increasing 
year  by  year ; and  we  have  income  amounting  to  £o 
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a year  being  partly  in  tlie  annuity  and  partly  invest- 
ments outside.  If  you  apply  an  Income  Tax  to  an 
annuity  so  interpreted  you  have  the  Income  Tax 
applied  only  to  £5  a year ; in  other  words,  his  spend- 
able inoome  becomes  £4  a year,  and  at  the  end  of  20 
years  he  does  possess  his  £100 ; that  is  to  say,  he  is  in 
exactly  the  same  position  under  the  Income  Tax  as  he 
would  be  if  he  simply  invested  the  £100.  That 
interpretation  of  the  annuity,  which  involves  an 
allowance  of  wastage  equal  to  the  full  original  cost, 
is  therefore  consistent  with  the  position  of  Hie  pure 
investor. 

10.110.  Now  let  us  take  the  annuity  as  interpreted 
in  the  other  way.  We  have  three  sums  to  think  of. 
There  is  first  of  all  £3  a year  admittedly  capital, 
amounting  to  £60;  we  have  another  sum  of  £5  a 
year,  which  is  regarded  as  income,  amounting  to 
£100 ; and  we  have  a third  sum,  the  interest  on  the 
investment  of  the  yearly  £3,  which  is  admittedly 
income  and  amounts  to  £40.  If  you  apply  an  Income 
Tax  you  do  not  reduce  your  £3  a year,  because 
admittedly  that  is  capital  and  is  not  touched  by  the 
Inoome  Tax ; but  you  do  reduce  your  £5  a year  to  £4, 
and  you  do  reduce  your  interest  from  the  investment 
of  the  sinking  fund  by  the  relative  Income  Tax ; and 
instead  of  this  investment  of  the  sinking  fund  pro- 
ducing and  leaving  in  the  pocket  of  the  man  £40  at 
the  end  of  20  years,  he  finds  in  his  pocket  £32.  In 
other  words,  as  compared  with  a man  who  makes  a 
pure  investment  he  spends  his  £4  a year,  and  he  has 
not  got  his  £100;  he  is  £8  short.  The  £8  which  is 
lacking  is  the  Income  Tax  upon  the  sinking  fund 
repayments.  Therefore  to  put  him  in  the  position  of 
the  investor  you  have  to  exempt  from  Inoome  Tax 
this  £40  interest.  In  other  words,  you  have  to  allow 
him  over  the  20  years  £100  free  of  Income  Tax,  which 
is  simply  another  form  of  the  full  cost  basis.  So  we 
suggest  that  if  cost  of  production  is  to  be  the  deter- 
mining factor  of  an  Income  Tax  allowance  the  full 
cost  basis  is  correct,  because  only  under  that  method 
is  the  cost  treated  as  a cost  of  production.  We  sug- 
gest that  the  sinking  fund  method  is  incorrect  because 
it  is  inconsistent  with  the  cost  of  production  theory; 
and  further,  it  does  not  leave  the  man  the  £100  that 
he  is,  on  the  hypothesis,  entitled  to. 

10.111.  Mr.  Kerly:  I am  sure  we  are  all  obliged. 
You  have  worked  it  out  very  elaborately  for  us;  but 
it  seems  to  me  to  come  to  where  I started  from.  I 
am  not  saying,  of  course,  that  it  is  not  of  assistance 
to  see  it  worked  out  in  detail  as  you  have  done; 
but  the  result  is  that  because  the  interest  has  got  to 
bear  Income  Tax,  therefore  practically  for  accumula- 
tion purposes  you  have  to  take  it  as  less  tax ; you  will 
have  to  make  a bigger  payment  in  order  to  produce 
your  sum? — I took  my  last  illustration  for  that  parti- 
cular reason.  I isolated  all  conditions!  except  the 
ownership  of  the  machine  or  the  ownership  of  the 
annuity,  and  I endeavoured  to  show  that  the  man 
would  not  have  any  other  funds  from  which  he  could 
make  this  larger  payment. 

10.112.  The  result  is  that  it  has  to  be  a larger 
annual  payment  in  order  to  produce  the  total  sum 
required? — And,  on  the  hypothesis,  the  man  has  no 
resources  from  which  this  larger  sum  could  be 
obtained. 

10.113.  I am  going  to  tell  you  in  one  moment  a 
way  dn  which  I think  you  could  more  directly  get 
your  result,  but  the  attractiveness  of  the  sinking  fund 
is  this,  is  it  not?  The  man’s  problem  is  this:  “ I 
want  £100  twenty  years  hence,  and  there  are  people 


in  insurance  companies  whose  business  it  is  to  do  that 
job  for  me.”  They  say  “ we  offer  you  £100  twenty 
years  hence  for  a certain  sum.”  Therefore  £100 
twenty  years  hence  is  a commodity  that  you  can  buy 
for  an  annual  payment  in  the  market.  He  has  got 
to  pay  for  the  other  commodities  he  is  buying  in  the 
market,  at  market  rates;  why  should  he  not  pay  for 
this  in  the  same  way,  although  the  price  may  be 
different  because  the  trader  has  to  bear  Income  Tax? 
— In  the  second  illustration  that  I gave  you — the 
second  interpretation  of  the  annuity — we  assumed 
that  the  man  was  putting  aside  a sinking  fund  and 
was  investing  it  himself. 

10.114.  Do  not  misunderstand  me.  I am  not  sug- 
gesting that  he  has  not  got  to  pay  more  because  the 
insurance  company  have  to  pay  Inoome  Tax  upon 
what  they  receive.  Of  course  he  has.  The  service  he 
wants  has  a market  value.  You  say  that  he  ought  to 
get  it  at  less  than  the  market  value? — Excuse  me,  I 
do  not  suggest,  and  I did  not  suggest  I think  for 
a single  moment,  that  he  is  entitled  to  any  service  at 
less  than  the  market  value. 

10.115.  You  are  quite  right,  I was  wrong? — If  he 
used  the  sinking  fund  repayments  to  purchase  that 
particular  service  on  the  market  from  an  insurance 
company  he  could  not  purchase  enough;  instead  of 
being  able  to  purchase  £40,  which  is  admittedly  neces- 
sary to  complete  his  plant  account  or  his  annuity 
account,  he  could  purchase,  instead  of  that,  something 
less;  that  is  £32. 

10.116.  Yes ; I put  it  the  wrong  way.  What  I should 
have  said  to  you  is  this.  What  you  suggest  is  that 
the  Revenue  authorities  should  allow  him  something 
more  than  the  market  value  of  what  he  wants  to  get. 
[ will  not  pursue  it;  but  is  not  this  another  way  of 
getting  at  your  result?  A man  starts  with  a machine 
which  costs  him  £100.  In  estimating  his  profits  at 
the  end  of  the  year  what  has  he  got?  He  has  got  a 
machine  that  is  worth  £95,  assuming  that  £5  has  gone 
off  it,  and  therefore  that  £5  ought  to  be  among  his 
costs  of  production  for  the  year ; and  if  you  pursue 
that  down  you  will  have  to  write  something  off  the 
machine  every  year  until  ultimately  it  comes  to 
nothing,  and  the  amount  you  have  written  off  will  be 
in  effect  the  allowances  to  him  in  every  year,  coming, 
without  any  interest  at  all,  to  the  total  value  of  the 
machine? — That  is  so. 

10.117.  Which  is  exactly  your  result? — Do  I under- 
stand you  to  say  this — because  I do  not  want  to 
commit  myself  to  an  agreement  to  a thing  that  I do 
not  understand — that  in  the  first  year  you  allow  him 
£5,  and  year  by  year  as  the  machine  goes  down  in 
value,  you  allow  him  subsequent  sums,  so  that  by  the 
end  of  the  20  years,  when  the  machine  is  dead,  you 
have  allowed  him  £100? 

10.118.  Yes? — That  is  the  full  cost  allowance? 

10.119.  Yes? — That  is  all  we  claim. 

10.120.  And  that  must  be  right,  as  I follow  it,  if 
you  treat  each  year  by  itself.  For  simplicity  I will 
take  a life  of  20  years,  and  a loss  in  the  value  of  the 
machine  of  £5  each  year.  Then  he  would  be  allowed 
as  a working  expense  £5  each  year  because  of  the  less 
value  of  his  machine ; it  does  not  matter  whether  you 
make  it  £5  in  one  year,  £7  in  another,  £12  in  another, 
and  none  in  the  next;  the  total  allowances  added 
together  must  be  the  total  cost  of  the  machine? — 
That  is  our  position. 

10.121.  Thank  you.  We  are  much  obliged  to  you  for 
your  evidence. 
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SEVENTEENTH  DAY, 

Wednesday,  10th  September,  1919. 


Present  : 

LORD  COLWYN  (in  the  Chair). 


Sir  T.  P.  WHITTAKER. 

Mr.  PRETYMAN. 

Sir  J.  S.  HARMOOD-BANNER 
Sir  W.  TROWER. 

Mr.  HOLLAND-MARTIN. 

Mr.  WALKER  CLARK. 

Mr.  GRAHAM. 


Mr.  KERLY. 

Mr.  MACKINDER. 

Mr.  McLINTOCK. 

Mr.  MANYILLE. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 


Dr.  STAMP. 
Mr.  C.  G.  Spry  recalled  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Proof  of  evidence  to  be  given  by  Mr.  C.  G.  Spry,  an 
Assistant  Secretary  to  the  Board  of  Inland 
Revenue,  on  the  question  of  the  liability  to 
Income  Tax  of  companies  controlled  in  the  United 
Kingdom. 

10.122.  (1)  Under  the  Income  Tax  Acts  tax  is 
chargeable  in  respect  of  the  annual  profits  or  gains 
arising  or  accruing  to  any  person  residing  in  the 
United  Kingdom  from  any  trade,  profession,  &c., 
whether  carried  on  in  the  United  Kingdom  or  else- 

Although  these  words  are  in  themselves  wide  enough 
to  cover  the  profits  of  a business  wholly  carried  on 
outside  the  United  Kingdom,  if  accruing  to  a person 
residing  in  the  United  Kingdom,  it  was  held  by 
the  House  of  Lords  in  1889,  in  the  case  of  Colqu- 
houn  v.  Brooks  (14  App.  Cas.  493,  2 Tax  Cas.  490) 
that  such  a business  is  a foreign  possession  chargeable 
under  Case  V of  Schedule  D.  on  the  amount  of  profits 
remitted  to  this  country,  and  not  a business  chargeable 
under  Case  I on  the  total  profits  arising  abroad 
(whether  remitted  to  this  country  or  not). 

Under  the  law  as  interpreted  by  this  decision,  there- 
fore, it  is  a condition  precedent  to  the  taxation  of 
the  profits  of  a business  under  Case  I of  Schedule  D. 
that  the  business  should  be  at  any  rate  partly  carried 
on  in  the  United  Kingdom. 

10.123.  (2)  In  its  application  to  companies,.  the 
proper  interpretation  of  the  phrase  “ person  residing 
in  the  United  Kingdom  ” has  been  the  subject  of 
numerous  judicial  decisions.  As  a result  of  these 
decisions  it  is  sufficiently  established  (a)  that  the 
place  of  residence  of  a company  is,  for  the  purpose  of 
Income  Tax,  the  place  where  the  meetings  of  directors 
are  held,  and  where  the  directing  and  controlling 
power  is  exercised,  and  (b)  that  the  business  of  the 
company  is  carried  on,  in  part  at  least,  where  the 
control  is  exercised.  Consequently,  a company  of 
which  the  governing  body  meets  in  the  United  King- 
dom, and  there  actively  controls  its  operations,  is 
liable  to  Income  Tax  on  the  whole  of  its  profits,  not- 
withstanding that  the  whole  of  its.  trading  operations 
might  in  a popular  sense  be  said  to  be  exercised 
abroad,  and  notwithstanding  that  the  whole  or  the 
main  body  of  the  shareholders  may  be  non-residents. 

10.124.  (3)  The  growth  of  this  doctrine  and  its 
precise  extent  are  indicated  in  the  accompanying 
Historical  Note.  [See  App.  No.  7 ( k ).] 

10.125.  (4)  It  is  assumed  throughout  this  evident* 
that  the  particular  issue  which  is  raised  by  this  doc- 
trine and  requires  consideration,  is  the  liability  to 
British  Income  Tax  which  it  imposes  upon  non-resi- 
dent shareholders  in  companies  which  are  controlled 
in  the  United  Kingdom,  but  which  carry  on  their 
ordinary  trading  operations  wholly  or  mainly  abroad 
(either  in  a Dominion  or  in  a foreign  country),  so  far 
as  that  liability  is  in  respect  of  the  part  of  the  total 
profits  that  arises  abroad. 

Resident  shareholders  of  such  a company  appear  to 
have  no  claim  for  alteration  of  the  present. statutory 
position  merely  because  the  profits  may  arise  wholly 
or  mainlv  from  trading  operations  carried  on  abroad. 
Even  if  the  company  were  relieved  from  liability  to 


Income  Tax  in  respect  of  its  profits  because  they  arise 
from  operations  carried  on  abroad,  shareholders  resi- 
dent in  this  country  would  be  required  on  the  analogy 
ofw  the  treatment  of  other  income  arising  abroad  to 
bear  British  Income  Tax  upon  the  whole  amount  of 
the  dividends  arising  to  them.  This  would  also  be  the 
case  if  the  seat  of  the  company  were  removed  abroad. 
It  is  true  that  if  the  company  were  relieved  from  the 
liability  referred  to,  the  Income  Tax  now  charged  on 
the  undistributed  part  of  these  profits  would  no 
longer  be  charged  so  long  as  it  remained  undistribu- 
ted. But,  whether  the  matter  be  looked  at  from  the 
point  of  view  of  the  resident  shareholder  or  of  the 
company  itself,  the  charge  of  Income  Tax  on  the  whole 
of  the  profit  arising  to  resident  shareholders,  whether 
distributed  or  not,  appears  to  be  consistent  with  the 
general  scheme  of  the  existing  Income  Tax  and  to  call 
for  no  modification.  The  charge  of  Double  Income 
Tax,  if  it  arises,  in  these  cases  may,  of  course,  create 
hardships  calling  for  relief.  That,  however,  is  a part 
of  the  general  question  of  Double  Income  Tax  which 
is  under  the  separate  consideration  of  the  Royal 
Commission. 

10,126.  (5)  It  may  be  added  that  the  suggestion 
that  the  doctrine  of  control  involves  no  hardship  upon 
the  rosident  shareholder— apart  from  the  general  ques- 
tion of  Double  Income  Tax — appears  to  be  borne  out 
by  the  non-official  evidence  which  has  been  presented 
to  the  Commission.  This  question  was  under  con- 
sideration in  the  course  of  the  evidence  of  Sir 
Frederick  Young,  Sir  C.  C.  McLeod,  Messrs.  William 
Mosenthal  and  Julius  Auerbach,  and  Sir  Archibald 
Williamson,  and  in  that  of  Sir  Algernon  Firth  on 
behalf  of  the  Association  of  British  Chambers  of 
Commerce.  Although  Sir  C.  C.  McLeod,  dealing  with 
the  special  case  of  India,  recommended  an  alteration 
of  the  doctrine  of  control,  the  alteration  he  suggested 
(viz.,  that  taxation  at  the  source  should  be  abolished 
in  the  case  of  companies  operating  in  India  or  other 
Dominions  which  do  not  trade  with  or  in  this  country 
and  whose  assets  and  transactions  are  confined  to 
India  or  the  Dominions)  appears  to  be  consistent  with, 
and  indeed  to  be  intended  as  consequential  upon,  his 
general  proposal  for  remedying  the  hardships  of 
Double  Income  Tax,  his  remedy  being  the  abandon- 
ment of  taxation  of  unremitted  income,  and  the  other 
witnesses  appear  to  have  considered  in  the  main,  that 
the  point  for  consideration,  so  far  as  concerns  resident 
shareholders,  was  nothing  more  than  the  general 
Double  Income  Tax  question. 

10127.  (6)  In  particular  it  would  appear  from  his 
evidence  that  Sir  Archibald  Williamson  is  in  agree- 
ment that,  so  far  as  concerns  the  resident  shareholders, 
the  charge  of  tax  upon  undistributed  profits,  which  the 
doctrine  of  control  entails,  does  not  act  in  restraint 
of  trade. 

10,128.  (7)  The  problem  is  one  which  affects  a large 
number  of  companies  and  involves  a very  consider- 
ably annual  revenue.  Reliable  information  as  to  the 
profits  made  abroad  by  such  companies  or  as  to  the 
proportion  of  the  shares  held  by  non-residents  is  not 
readily  available.  In  view  of  the  amount  of  time 
and  labour  that  would  be  involved,  it  has  not  been 
considered  necessary  to  make  a special  investigation, 
and  the  following  figures,  which  are  based  ®n  R”ch 
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materials  as  are  available,  are  subject  to  a consider- 
able margin  of  possible  error.  Subject  to  these  reser- 
vations it  is  estimated  that  some  2,500  companies  carry 
on  their  trading  operations  wholly  or  mainly  abroad, 
and  that  the  holdings  of  non-residents  amount  to  some 
13  or  14  per  cent,  of  the  whole.  The  aggregate  aver- 
age taxable  profits  for  1919—20  are  estimated  at 
£80,000,000,  of  which  £11,000,000  enure  to  non-resi- 
dents, while  the  dividends  paid  to  non-residents  are 
estimated  at  £8,000,000. 

The  sacrifice  of  the  Income  Tax  on  the  profits  and 
dividends  respectively  enuring  to  non-residents  would 
cost  £3,300,000  and  £2,400,000  respectively. 

The  table  in  the  annexe  accompanying  this  evidence 
contains  an  estimated  division  of  these  figures  among 
trade  groups.  [Nee  para.  10,157.] 

10.129.  (8)  Attention  has  recently  been  drawn  from 
time  to  time,  in  the  press  and  elsewhere,  to  the  re- 
moval of  particular  companies  from  the  British  juris- 
diction, with  the  object  of  avoiding  the  heavy  taxa- 
tion now  prevailing  in  this  country.  These,  however, 
have  all,  or  nearly  all,  been  companies  of  which  the 
trading  activities  were  wholly  or  mainly  carried  on 
abroad.  Also  the  extent  to  which  this  transfer  has 
taken  place  has  been  very  limited.  About  a score  of 
substantial  companies,  so  far  as  the  Board  have  noted 
have  removed  in  recent  war  years,  and  it  is  believed 
that — in  so  far  as  taxation  has  been  a factor — many 
of  the  transfers  which  have  taken  place  have  been 
due  more  to  the  incidence  of  the  temporary  Excess 
Profits  Duty  than  to  the  burden  of  the  Income  Tax. 
The  Excess  Profits  Duty  is  a tax  which  attaches  only 
to  the  increased  profits  of  trades  and  businesses ; it  is 
not  chargeable  upon  individuals  in  respect  of  increased 
dividends  which  they  may  receive  from  a non-resident 
company.  A company,  therefore,  by  removing  from 
the  British  jurisdiction  can  avoid  the  Excess  Profits 
Duty  entirely.  It  seems  probable  that  certain  com- 
panies, of  which  the  shareholding  was  prepondera- 
ting^ British,  and  of  which  the  trading  activities  were 
carried  on  abroad  in  competition  with  those  of  other 
companies  registered  and  controlled  abroad  but  having 
a proportion  of  British  shareholders,  were  influenced 
by  the  very  high  rate  of  the  Excess  Profits  Duty  to 
remove  the  seat  of  control  from  this  country.  The 
other  companies  which  have  removed  were  chiefly 
companies  where  the  interests  were  jointly  British 
and  Dominion,  and  where  there  was  a large  and 
perhaps  preponderating  Dominion  shareholding, 
cases,  for  example,  of  foreign  or  Dominion  tramways, 
tea,  jute  or  mining  concerns,  together  with  a certain 
number  of  cases  frankly  foreign  by  name  and  reputa- 
tion. It  may  be  that  in  these  cases  the  Income  Tax 
as  well  as  the  Excess  Profits  Duty  contributed  to  the 
motives  for  removal. 

10.130.  (9)  At  the  same  time,  the  brief  experience 
of  the  war  years,  during  which  arrangements  for  re- 
moval could  in  most  cases  be  made  only  with  difficulty, 
is  no  certain  guide  to  future  developments.  Some 
observations  made  by  non-official  witnesses  before  the 
Royal  Commission  to  the  effect  that  there  are  com- 
panies which  have  been  meditating  removal  and  are 
awaiting  the  results  of  the  present  enquiry  before 
deciding  upon  their  course  of  action  do  not  appear 
to  afford  any  guidance  in  the  present  connection,  as 
these  statements  appear  to  have  been  directed  mainly 
to  the  case  of  companies  with  British  shareholders 
affected  not  by  tbe  question  now  under  consideration, 
but  by  hardships  felt  to  arise  from  a double  charge  of 
Income  Tax. 

10.131.  (10)  Before  discussing  whether  on  merits 
relief  from  Income  Tax  ought  to  be  given  to  the  class 
of  companies  now  in  question  it  may  be  well  to  con- 
sider, as  a practical  matter,  how  far  the  present  law 
would  be  likely  to  be  rendered  nugatory  by  the  future 
removal  from  the  British  jurisdiction  of  companies 
carrying  on  their  enterprises  wholly  or  mainly  abroad. 

10.132.  (11)  If  the  existing  Excess  Profits  Duty 
were  terminated  and  the  Double  Income  Tax  question 
were  solved,  any  pressure  to  remove  the  seat  of  a 
company  abroad  so  as  to  escape  liability  to  British 
taxation  would  naturally  owe  its  origin  to  the  non- 
resident shareholders.  As  mentioned  in  paragraph  4, 
British  shareholders  would  have  very  little  to  gain 
from  the  removal.  In  any  case  in  which  the  substan- 
tial majority  of  shareholders  in  a given  company  is 
British,  it  would  not  appear  that  this  majority — 


ultimately  controlling  the  company’s  affairs — would 
feel  themselves  constrained  to  remove  the  company’s 
seat  of  government  with  the  sole  object  of  relieving 
the  non-resident  minority  from  contributing  to  the 
British  revenue. 

10.133.  (12)  The  danger — from  the  practical  point 
of  view — is  that  where  a substantial  majority  of  the 
shareholders  in  a company  are  non-residents  they  have 
the  power,  and  may  exercise  the  power,  to  withdraw 
the  company  from  this  country,  and  more  particularly 
they  may  do  so  if  the  company  is  one  managing 
specific  assets  situated  abroad,  such  as  a gas  under- 
taking, a railway  or  a mine. 

10.134.  (13)  These  companies,  in  which  the  majority 
of  shareholders  are  non-residents,  fall  into  two  natural 
sub-divisions : — 

(a)  companies  which  have  a more  or  less  cogent 

and  continuing  necessity  for  the  exercise  of 
management  and  control  in  this  country; 
and 

(b)  companies  which  have  no  such  pressing  need. 

10.135.  (14)  In  a company  of  the  last-named  class 
where  the  non-resident  shareholders  are  in  a majority, 
they  might  quite  reasonably  press  for  measures  to 
relieve  them  from  British  Income  Tax,  and  in  view  of 
the  decision  in  the  case  of  the  Egyptian  Hotels,  Ltd. 
v.  Mitchell  (6  Tax  Gas.,  page  542:  see  paragraph  12 
of  the  Historical  Note,  Appendix  No.  7 (fc))  the 
desired  object  could  be  obtained  by  modifying  the 
Articles  of  Association  with  the  necessary  consequen- 
tial changes  in  the  administration. 

10.136.  (15)  In  the  light  of  this  decision  it  appears 
to  be  possible  for  a company  to  be  an  English  com- 
pany resident  in  London  with  registered  offices  here, 
and  with  a London  Board  of  directors  who  have,  and 
alone  have,  the  power  to  raise  fresh  capital,  to  exer- 
cise the  financial  control  of  the  company  and  to  declare 
dividends,  and  yet  for  such  a company  to  escape 
British  Income  Tax  (except  as  to  dividends  paid  to 
shareholders  in  this  country)  on  the  ground  that  the 
management  of  the  business  itself,  its  control,  and 
actual  conduct  are  exercised  by  a board  located  out 
of  the  United  Kingdom. 

10.137.  (16)  It  is  not  unlikely  that  the  availability 
of  such  methods  will  attract  notice  and  that  in  certain 
classes  of  chses  they  will  be  adopted. 

10.138.  (17)  In  these  cases,  viz.,  cases  of  companies 
with  a majority  of  non-resident  shareholders  and  no 
pressing  need  for  the  management  and  control  in  this 
country,  the  Revenue  would  lose  the  Income  Tax  on 
the  non-resident  shareholders’  dividends  and  on  the 
undistributed  profits  and  might  lose  a further  small 
amount  of  tax  in  respect  of  directors’  emoluments. 
The  question  arises  in  the  case  of  companies  of  this 
character,  the  control  of  which  in  this  country  is 
accidental  rather  than  necessary  to  the  success  of  the 
business,  whether  the  loss  of  duty  where  the  control  is 
transferred  abroad  should  not  be  accepted  as  in  the 
natural  order  of  things.  At  any  rate  it  is  suggested 
that  the  possibilities  as  regards  these  cases  would  not 
of  themselves  afford  ground  for  relief  in  the  large 
number  of  cases  of  quite  different  character,  where 
in  the  ordinary  course  a loss  of  duty  is  not  evidently 
imminent  and  is  perhaps  improbable. 

10.139.  (18)  As  regards  businesses  carried  on  abroad, 
which  from  their  nature  do  not  lend  themselves  to 
local  control  but  require  that  current  management 
should  be  exercised  from  a great  commercial  centre, 
it  is  suggested  that  London  still  retains  very  great 
attractions  notwithstanding  the  liability  to  British 
Income  Tax  which  control  here  imposes  on  the  non- 
resident shareholders.  There  is  often  such  inter- 
dependence between  a number  of  companies  that  it 
is  practically  necessary  for  them  to  be  located  in  the 
same  neighbourhood  and  to  possess  some  measure  of 
common  control.  This  is  especially  the  case  as  regards 
subsidiary  companies  formed  by  a parent  company  for 
purposes  ancillary  to  its  own  objects  or  in  order  to 
work  particular  trade  areas,  and  it  is  not  to  be  ex- 
pected that  a group  of  companies  of  this  kind  would 
lightly  remove  from  a centre  like  London. 

10.140.  (19)  It  is  part  of  the  hypothesis  that  these 
companies  must  of  necessity  be  located  in  a great 
commercial  and  financial  centre,  and,  if  it  is  suggested 
that  they  will  be  driven  from  London  by  the  terrors 
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of  the  Income  Tax,  the  question  at  once  arises  where 
are  they  to  go? 

10.141.  (20)  While  it  would  appear  likely,  the  exist- 
ing law  being  assumed  to  be  maintained,  that  com- 
panies with  a majority  of  non-resident  shareholders 
may  remove  the  seat  of  control  from  this  country, 
where  there  is  no  cogent  or  continuing  necessity  for 
the  exercise  of  management  and  control  here,  more 
particularly  where  the  business  consists  of  the_manage- 
ment  of  a specific  asset  (such  as  a tramway)  abroad, 
it  appears  unlikely  that  such  companies  will  do  so  in 
any  large  number  of  cases  where  that  necessity  exists. 

10.142.  (21)  Since  control  can  be  removed  from  this 
country,  although  the  registration  of  the  company 
may  remain  British,  and  since  the  removal  of  control, 
without  removal  of  registration,  will  confer  immunity 
from  tax,  it  may  be  suggested  as  regards  all  classes 
of  foreign  businesses  with  a preponderating  foreign 
holding  that  foreigners  will  not  continue  to  pay  In- 
come Tax  for  the  sake  of  the  advantage  derived  from 
British  registration,  when  this  advantage  can  be 
secured  without  relinquishing  the  registration  here 
provided  that  the  control  be  transferred  abroad.  On 
the  whole,  experience  seems  to  show  that  where 
British  registration  is  really  essential  to  the  interests 
of  the  company  control  is  likely  to  remain  here  also 
and  cannot  be  removed  without  disadvantage.  For 
example,  it  is  of  little  use  for  a foreigner  to  form  a 
company  in  London,  perhaps  with  a distinctly  British 
name,  in  order  to  facilitate  business,  say,  in  a British 
Dominion,  if  all  his  actual  business  is  worked  from 
a Continental  city. 

10.143.  (22)  There  remain  such  questions  as  how 
far  the  existing  law  may  prevent  the  formation  of  new 
undertakings  with  British  registration,  and  how  far 
it  prevents  foreign  undertakings  with  preponderating 
foreign  ownership  from  transferring  to  London  and 
becoming  British  registered  and  controlled  companies 
with  the  object  of  securing  greater  financial  facilities 
and  a wider  market  for  their  shares.  Such  points  as 
these  involve  the  question  of  principle  whether  the 
existing  law  ought  or  ought  not  to  be  maintained. 

10.144.  (23)  If  the  question  of  principle  be 
approached  from  the  theoretical  standpoint  of  the 
natural  scope  of  an  Income  Tax— apart  from  its 
reactions  on  international  trade  in  the  business  world 
as  now  constituted — it  might  perhaps  be  argued  that 
the  present  charge  is  overwide.  The  companies  in 
question,  viz.,  companies  carrying  on  an  enterprise 
wholly  or  mainly  abroad,  are  companies  which  are 
resident  in  the  United  Kingdom  only  in  a technical 
sense — as  appears  from  the  judicial  dicta  the  test  of 
residence  is  strictly  appropriate  to  an  individual 
rather  than  a company — by  reason  of  the  exercise  of 
control  and  management  here,  and  it  is  only  this 
technical  residence  which  creates  liability  to  Income 
Tax  under  the  law  as  it  stands.  The  company  may, 
in  a popular  sense,  be  carrying  on  all  its  trading 
activities  abroad — only  the  directing  power  being  in 
this  country — and  may  be  entirely  owned  by  residents 
abroad.  On  the  other  hand,  the  company  will  nor- 
mally be  a British  registered  company,  and  will  trade 
under  the  British  flag,  gaining  advantage  from  that 
fact  and  from  the  use  of  this  country  as  the  seat  of 
ultimate  control.  And  notwithstanding  a large  non- 
resident  shareholding,  the  company  as  an  entity  in 
itself,  may  be  looked  upon  as  British.  Nevertheless, 
the  exaction  of  a 6s.  Income  Tax  on  the  profits  enur- 
ing to  the  benefit  of  the  non-resident  shareholders, 
whether  distributed  to  them  or  not,  may  be  felt  by 
them  to  be  an  excessive  impost  as  compared  with  the 
advantages  gained. 

10.145.  (24)  The  imposition  of  the  tax,  also,  at  any 
rate  in  the  way  in  which  it  arises  under  the  existing 
law,  may  be  said  to  be  to  some  extent  the  result  of 
accident.  The  charging  section  which  applies  was 
framed  many  years  ago,  when  the  conditions  of  busi- 
ness were  entirely  different  from  those  now  obtaining. 
The  scope  of  the  doctrine  of  control  grew  under  a 
series  of  judicial  decisions  spread  over  a considerable 
period,  the  Courts  finding  means  to  reconcile  the  some- 
what inapposite  language  of  the  Acts  with  the  growth 
of  international  joint  stock  enterprise.  Also  the 
growth  of  the  doctrine  took  place  at  a time  when  the 
rate  of  Income  Tax  was  comparatively  small  and 
imposed  only  a small  burden  upon  non-residents.  The 
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aspect  of  the  matter  is  materially  changed,  it  may 
be  said,  when  the  tax  amounts  to  6s.  in  the  £,  and 
becomes  a very  important  factor  in  the  return  which 
the  non-resident  gains  from  his  investment. 

10.146.  (25)  If  the  Income  Tax  had  not  grown 
gradually  in  this  country  but  were  now  being  imposed 
for  the  first  time  at  the  rates  which  are  now  in  force, 
it  appears  by  no  means  certain  that  a charge  such 
as  now  exists  would  be  imposed  upon  non-resident 
shareholders  of  the  class  now  in  question. 

10.147.  (26)  In  seeking  to  find  the  measure  of  a 
charge  which  would  be  theoretically  justifiable  it  would 
appear  that  the  question  of  Double  Income  Tax  ought, 
in  the  first  instance  at  any  rate,  to  be  disregarded. 
If  hardship  arises  from  Double  Income  Tax,  that  hard- 
ship is  one  common  to  the  present  class  of  case  and  to 
many  others,  and  falls  to  be  dealt  with  as  a whole. 
Moreover,  the  present  question  arises  whether  other 
Income  Taxes  are  borne  by  the  non-resident  share- 
holder or  not.  It  thus  goes  further  than  the  question 
of  Double  Income  Tax;  the  question  is  whether  there 
is  sufficient  ground  for  levying  tax  in  this  country 
upon  profits  of  a British  company  which  result  from 
trading  activities  exercised  wholly  or  mainly  abroad, 
so  far  as  those  profits  enure  to  the  benefit  of  non- 
resident shareholders. 

10.148.  (27)  It  has  been  suggested  to  the  Royal 
Commission  by  Dr.  Stamp  from  a theoretical  stand- 
point (although  the  theory  is  not  applied,  and  indeed, 
for  reasons  which  Dr.  Stamp  himself  indicated,  could 
not  be  applied  in  present  circumstances),  that  there 
are  two  bases  on  which  an  Income  Tax  could  rest, 
each  of  which  justifies  a separate  charge,  viz.,  it 
can  attach  to  profits  which  arise  in  a particular 
country  and  to  profits  which  are  enjoyed  by  residents 
in  that  country;  upon  this  basis  separate  rates  of 
tax  could  be  assigned  to  profits  arising  and  to  profits 
enjoyed  respectively,  the  aggregate  of  the  two  rates 
being  applied  by  any  country  imposing  the  tax  to 
profits  which  both  arise  and  are  enjoyed  within  its 
jurisdiction.  If  regard  were  paid  to  such  a principle 
in  the  present  connection  it  would  perhaps  lead  to 
the  conclusion  that  the  dividends  paid  to  non-resident 
shareholders  out  of  profits  arising  from  trading  opera- 
tions carried  on  abroad  should  be  charged  with  In- 
come Tax  at  some  comparatively  small  fraction  of 
the  full  normal  rate.  These  profits  are  not  enjoyed  in 
this  country ; in  one  sense  they  may  be  said  to  arise 
in  this  country  on  account  of  the  control  and  manage- 
ment exercised  here;  in  another  sense  they  may  be 
said  to  arise  abroad  where  the  trading  activities 
(including  normally  the  sales)  are  carried  on.  The 
adoption  of  such  a theory  would  support  the 
idea  of  applying  to  these  dividends  some  such  rate 
of  tax  as  Is.  6d.  or  2s.  in  the  £ (as  compared  with 
a normal  rate  of  6s.  in  the  £).  Such  a solution  would, 
under  the  theory,  apply  not  to  the  whole  dividend, 
but  to  that  proportion  of  the  dividend  which  is  attri- 
butable to  the  profits  earned  from  activities  abroad. 

10.149.  (28)  A solution  of  this  character  would  have 
the  merit  of  comparative  simplicity  of  working.  With 
the  normal  rate  of  tax  at  6s.  in  the  £ it  would  involve 
an  annual  loss  to  the  Exchequer  of  about  £1,800,000 
if  a rate  of  Is.  6d.  only  were  charged  on  these  divi- 
dends or  about  £1,600,000  if  the  rate  were  2s. 

10.150.  (29)  There  are,  of  course,  other  solutions 
which  would  be  comparatively  simple  in  practical 
working  as,  for  example,  to  exempt  altogether  the 
dividend  of  the  non-resident  shareholder  in  so  far 
as  it  is  attributable  to  profits  earned  abroad,  or  to 
exempt  such  dividends  to  non-residents  so  far  as  they 
do  not  exceed,  e.g.,  5 per  cent,  on  the  capital  involved. 

10.151.  (30)  To  the  question  which  is  now  under 
consideration  there  are  broadly  three  possible  solu- 
tions. 

It  may  be  held  that  no  sacrifice  of  tax  is  justifiable 
in  view  of  the  present  financial  requirements  of  the 
country,  and  that  the  full  tax  should  be  exacted  in 
all  cases  as  the  price  of  control  and  management  in 
the  United  Kingdom.  Any  company  then,  which  did 
not  require  control  here,  could  remove  elsewhere,  and 
the  companies  whose  business  required  control  here 
would  have  to  pay  the  full  Income  Tax  price. 

On  the  other  hand,  it  may  be  held  on  a broader  view 
of  the  interests  of  the  country  that  not  only  should 
all  such  companies  be  encouraged  to  remain  here, 
but  that  no  Income  Tax  hindrance  should  be  put  in 
the  way  of  the  formation  of  new  companies  of  a 
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similar  character,  and  that  no  British  Income  Tax 
whatever  should  be  borne  by  the  non-resident  share- 
holders in  respect  of  profits  earned  abroad. 

Lastly,  between  these  two  extremes  a middle  view 
may  present  itself  which  would  seek  to  meet  in  some 
degree  the  immediate  requirements  of  the  State  in  the 
shape  of  revenue,  and  to  a considerable  extent  the 
wider  interests  of  the  State  in  the  direction  of  the 
retention  of  existing  business  and  the  attraction  of 
new  business. 

Relief  from  Income  Tax  on  the  non-resident  share- 
holders’ dividends  earned  abroad  down  to,  say,  one- 
fourth  or  one-third  of  the  standard  rate,  or  complete 
Income  Tax  relief  on  such  dividends  up  to  five  per 
cent.,  or  some  similar  relief  would  no  doubt  go  a long 
way,  if  not  all  the  way,  towards  meeting  the  objec- 
tions which  are  urged  against  the  present  Income  Tax 
charge. 

10.152.  (31)  If  such  a solution  were  considered  de- 
sirable and  were  adopted  the  Income  Tax  position 
would  be  somewhat  as  follows : Where  the  location  of 
the  control  and  management  in  the  United  Kingdom 
is  a real  necessity  or  a clear  advantage  to  a company, 
the  non-resident  shareholders  could  have  no  valid  case 
against  making  a comparatively  small  contribution 
to  the  Revenue  in  respect  of  the  benefits  which  they 
derive.  And  where  the  location  of  the  control  and 
management  here  is  not  a business  necessity  the 
company  could  avoid  the  Income  Tax  difficulty  alto- 
gether by  transferring  the  control  abroad.  If,  on 
the  other  hand,  the  shareholders  decided  to  retain  the 
control  in  this  country  they  must  be  presumed  to  be 
willing  to  bear  the  reduced  Income  Tax  charge  for 
some  adequate  reason.  At  any  rate  it  would  seem 
difficult  for  them  to  put  up  a strong  case  against 
the  claims  of  the  Revenue.  Such  a solution  would, 
therefore,  seem  fairly  to  meet  the  present  grievances 
of  the  non-resident  shareholders  and  remove  any  real 
risk  oT  the  withdrawal  of  concerns  from  this  country 
on  account  of  the  burden  of  the  Income  Tax. 

10.153.  (32)  Also,  it  would  be  to  the  benefit  of  this 
country  and  of  the  Empire  generally,  in' so  far  as  it 
prevented  the  removal  or  encouraged  the  formation 
of  companies  whose  activities  tend  to  secure  an  outlet 
for  home  manufactures,  the  maintenance  of  British 
markets,  the  employment  of  British  services,  or  the 
development  of  the  Dominions. 

10,157. 


These  are  very  important  aspects  of  the  question. 
For  example,  Sir  Archibald  Williamson  submits  to 
the  Royal  Commission  aB  follows:  — 

“ I venture  to  suggest  for  the  consideration  of 
the  Commission  that  in  cases  where  the  enter- 
prises themselves  are  situated  abroad,  in  order  to 
secure,  so  far  as  possible,  that  there  should  be  no 
hindrance,  but  on  the  contrary  every  encourage- 
ment, to  their  being  formed  into  British  com- 
panies with  direction  in  Great  Britain,  and  in 
order  that  this  country  should  reap  the  benefit 
of  the  advantages  accruing  therefrom,  the 
non-resident  shareholders  should  be  entitled  to 
claim  a refund  of  the  Income  Tax  and  Excess 
Profits  Duty  charged  upon  their  individual  share- 
holding . . .” 

10.154.  (33)  There  are,  however,  possibilities  in  the 
other  direction  which,  perhaps,  ought  not  to  be 
kept  wholly  out  of  consideration. 

Relief  from  Income  Tax  would  naturally  render  it 
more  easy  than  at  present  for  foreigners  to  form 
British  companies  in  order  to  facilitate  their  trade  in 
foreign  manufactures  in  British  Dominions.  Again, 
if  predominating  foreign  interests  register  a British 
company  to  operate  abroad  for  mining  or  other  pro- 
ductive purposes,  it  is  not  necessarily  the  case  that 
the  products  will  be  shipped  to  British  markets. 

10.155.  (34)  The  question  has  been  treated  in  this 
evidence  as  one  of  giving  or  refusing  relief  to  non- 
resident shareholders  (in  companies  carrying  on  busi- 
ness wholly  or  mainly  abroad)  whether  the  business  is 
carried  on  within  the  Empire  or  in  a foreign  country, 
and  without  any  regard  to  the  nationality  or  place  of 
residence  of  such  shareholders. 

It  may,  however,  be  desired  to  consider  whether  the 
present  question  should  be  looked  at  primarily  from 
the  point  of  view  of  the  development  of  the  Empire 
and  the  securing  of  British  control  of  Imperial 
resources — a point  of  view  from  which  various 
restrictions  of  the  scope  of  any  relief  might  suggest 
themselves. 

10.156.  (35)  However  it  may  be  regarded,  the  whole 
subject  is  clearly  one  of  difficulty,  and  probably  one 
Df  those  questions  arising  in  connection  with  a high 
Income  Tax  for  which  an  entirely  satisfactory  solu- 
tion can  hardly  be  expected  to  be  found. 


ANNEXE. 


CONCERNS  TRADING  WHOLLY  OR  MAINLY  ABROAD. 


Trade  Group. 

Holdings 
of  Non- 
residents. 

1. 

Estimated 

aggregate 

taxable 

profits 

1919-20. 

2. 

Non- 
residents’ 
share  of 
aggregate 
profits. 

3. 

Dividends 
paid  to 
Non- 
residents. 

4. 

Income 
Tax  on 
profits  of 
Non- 
residents. 
5. 

Income 
Tax  on 
dividends 
of  Non- 
residents. 
6. 

Railways,  tramways,  etc. 

% 

£* 

£* 

£* 

£ 

£ 

3-2 

22,200 

710 

346 

213,000 

103,800 

Cables,  telegraphs  and  telephones 

1-0 

2,800 

28 

16 

8,400 

4,800 

Mineral  properties 

38-8 

12,400 

4,811 

4,147 

1,443,300 

1,244,100 

Gasworks  and  waterworks 

8-0 

2,600 

208 

108 

62,400 

32,400 

Land  and  mortgage  concerns  ... 

20-0 

3,200 

640 

401 

192,000 

120,300 

Oil  companies 

5-6 

7,000 

391 

179 

117,300 

53,700 

Tea,  coffee,  sugar,  rubber  and 
other  plantations. 

12-0 

15,400 

1,845 

1,773 

553,500 

531,900 

Banks  

16-3 

5,400 

883 

603 

264,900 

180,900 

Other  concerns 

16-3 

9,000 

1,470 

522 

441,000 

156,600 

Totals  

13-7 

80,000 

10,986 

8,095 

3,295,800 

2,428,500 

* (000’b  omitted.) 

[This  concludes  the  evidence-in-chief.  ] 
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Mr.  C.  G.  Spry. 


[ Continued . 


10.158.  Chairman:  Is  this  your  second  time  here, 
Mr.  Spry?— Yes,  my  Lord. 

10.159.  What  was  your  evidence  on  the  first  occa- 
sion?— With  regard  to  married  women. 

10.160.  We  will  take  the  examination  right  away, 
because  we  have  your  paper  befpre  us  in  full  ? — If  you 
please. 

10.161.  Mr.  Kerly : So  far  as  |ou  express  any 
opinion  in  your  paper,  I gather  that  you  are  not  in 
favour  of  making  any  allowance  in  respect  of  com- 
panies with  control  in  this  country  which  are  carry- 
ing on  business  in  a foreign  country  or  one  of  the 
Dominions? — I do  not  think  it  was  intended  to 
convey  a definite  view  in  that  direction.  It  is  rea^- 
lized  that  there  is  a very  strong  complaint  on  behalf 
o-f  the  non-resident  shareholders  in  a company 
which  is  charged  here,  while  the  business  of  that 
company  in  an  ordinary  sense — its  trading  operations 

is  carried  on  wholly,  oir  in  effect  wholly,  abroad.  It 

was  not  intended  to  suggest  here  that  no  relief  should 
be  given.  There  are  various  grounds  on  which  a 
claim  for  relief  might  reasonably  be  put  forward ; 
then  there  are  considerations  on  the  other  side.  My 
evidence  is  intended  to  deal  with  the  various  aspects 
of  the  matter  rather  than  to  suggest  definitely  that 
relief  should  be  given,  or  otherwise. 

10.162.  Then  I may  take  it  that  your  paper  is  not 
to  be  read  as  expressing  any  adverse  opinion?  No; 
not  to  be  read  as  expressing  a definitely  adverse 
opinion  against  the  claim. 

10.163.  You  do  suggest  that  where  the  income  is 
taxed  abroad  that  is  a matter  for  consideration  under 
the  Double  Income  Tax  heading? — Yes,  quite  so.  But 
this  problem  of  “ control  ” would,  I think,  exist  even 
if  there  were  no  Income  Tax  anywhere  but  in  the 
United  Kingdom. 

10.164.  Supposing  it  is  desired  to  give  some  relief 
to  non-resident  shareholders,  would  there  be  any 
administrative  difficulty  in  dealing  with  it  in  this 
way?  Return  to  the  company,  for  the  non-resident 
shareholders,  the  tax  upon  their  dividends,  leaving 
the  company  to  distribute  it  or  allow  it  in  dealing 
with  the  shareholders,  either  wholly  or  so  far  as  the 
dividend  is  earned  abroad,  disregarding  the  fact  as 
regards  those  shareholders  that  the  control  exists  m 
this  country.  Do  you  think  there  would  be  any 
administrative  difficulty  about  that?  I think  there 
might  be,  because  the  company  might  not  be  in  a 
position  to  show  us  who  are  the  non-resident  share- 
holders. Take  the  case  of  bearer  shares,  for  example, 
and  cases  of  nominees  on  the  register;  I think  there 
might  be  very  serious  difficulty.  There  may  be  the 
case  of  a company  in  which  they  have  full  informa- 
tion as  to  the  location  of  their  shareholders— I do  not 
know  whether  there  is— but  of  course  addresses  may 
vary  from  time  to  time.  A man.  may  be  resident 
abroad  to-day  and  not  to-morrow,  and  I think  it 
would  be  difficult  to  have  up-to-date,  accurate, 
reliable  information  from  the  company  itself,  with- 
out, at  any  rate  in  some  cases,  requiring  declarations 
from  the  individual  shareholders. 

10.165.  Of  course,  the  end  might  be  reached  by 
requiring  the  shareholder  to  come  and  satisfy  the 
Inland  Revenue  that  he  was  entitled  to  a return?— 
Very  much  in  the  way  we  deal  with . the  foreign 
dividend  cases  at  present.  Where  a foreign  dividend 
which  really  belongs  to  a non-resident  is  cashed  m 
this  country  a declaration  is  made  by  him  or  . on 
his  behalf,  and  he  receives  the  dividend  in  full,  with- 
out deduction  of  tax,  on  proof  of  his  non-residence. 

10.166.  Of  course,  besides  the  question  of  bearer 
shares,  which  in  itself  might  be  met  by  requiring  the 
bearer  shareholder  to  register  in  order  to  get  the 
advantage  of  repayment,  there  would  be  the  danger 
of  fictitious  foreign  addresses? — A great  danger. 

10.167.  Do  you  think  that  would  be  a serious  one? 
— I think  that  would  be  a danger  to  consider. 

10.168.  Assuming  the  plan  I have  suggested  was 
adopted,  it  would  be  feasible,  would  it  not,  instead 
of  returning  the  whole  of  the  tax,  to  charge  a pro- 
portion of  the  tax,  say,  10  per  cent,  or  some  other 
figure,  in  respect  of  the  control  being  in  this  country  ? 


— In  other  words,  give  the  relief  by  deduction  from 
the  assessment? 

10.169.  Yes. — If  we  once  got  over  your  first  fence, 
that  would  present  no  particular  difficulty.  If  we 
knew  what  relief  we  had  to  give  in  the  total  we 
could  quite  easily  deduct  it  from  the  total  tax  charged 
on  the  company;  but  the  difficulty  would  be  to  know 
the  amount  of  relief  which  we  ought  to  give. 

10.170.  Of  course,  any  such  arrangement  as  I have 
been  suggesting  would  leave  the  company  liable  in 
respect  of  undistributed  profits? — Undoubtedly. 

10.171.  And  no  return  of  tax  would  be  made  in 
respect  of  those  unless  they  were  distributed  ?— I am 
taking  your  suggestion  to  be : give  some  relief  in 
respect  of  the  dividend  to  non-resident  shareholders 
in  so  far  as  the  dividends  are  paid  out  of  profits 
made  abroad. 

10.172.  Mr.  McLintock : There  is  one  point  in  para- 
graph 7,  towards  the  end.  You  are  referring  there 
to  the  estimate  of  the  taxable  profit  of  companies 
whose  operations  are  carried  on  abroad.  You  put 
the  figure  at  £80,000,000? — Yes. 

10.173.  I am  not  concerned  so  much  with  that;  I 

take  it  your  next  figure  of  £11,000,000  is  intended 
to  represent  the  full  share  of  that  profit  which  would 
fall  to  foreign  shareholders  if  it  was  wholly  distri- 
buted?  Yes,  including  their  share  of  the  reserve 

or  any  other  sum  not  distributed. 

10.174.  The  other  is  limited,  of  course,  to  the  divi- 
dends?—To  what  they  receive  by  way  of  dividend. 

10.175.  Do  you  suggest  that  the  foreign  shareholder 

should  get  any  form  of  relief  other  than  relief  on 
the  ground  of  dividend  received? — It  is  not  desired 
to  support  a claim  for  that  fuller  relief— indeed,  we 
are  not  putting  forward  a recommendation  that  any 
claim  should  be  supported.  We  should  not  be  adverse 
to  a claim  in  respect  of  the  dividends  themselves; 
though  we  should  not  be  so  inclined  to  view  favourably 
relief  in  respect  of  the  whole  of  the  profit,  whether 
distributed  or  not.  . 

10.176.  It  would  hardly  be  possible  to  give  him 
relief  on  anything  but  the  dividend?— No,  it  would 
be  so  difficult  to  allocate.  We  should  have  to  make 
a fictitious  allocation  of  profits.  When  you  get  to 
complicated  cases  of  shareholdings,  preference  share- 
holders deferred  shareholders,  and  so  on,  we  might, 
indeed,’  allocate  to  them  as  income  for  a year  some- 
thing which  they  might  never  get  at  all. 


10.177.  And,  on  the  other  hand,  the  taxable  profit 
is  not  necessarily  the  profit  shown  on  the  face  of 
the  published  accounts  ? — Indeed  not ; we  have  various 
unpleasant  disallowances  to  make. 

10.178.  You  only  put  that  as  a figure?— Yes,  it  is 
onlv’ approximate.  It  is  an  estimate.  It  is  difficult 
to  get  it  with  any  degree  of  close  accuracy,  but  there 
it  is ; that  is  the  best  we  can  do. 

10,17®.  I was  not  quarrelling  with  the  figure,  but 
dealing  with  the  distinction  between  total  profit 
and  distributed  profit.  I merely  wanted  to  get  from 
you  that  you  did  not  suggest  for  a moment  that  you 
would  give  a foreigner  any  relief  on  the  taxable  profit 
of  the  company  in  which  he  was  a shareholder  ?— No, 
we  do  not  suggest  that,  and  those  figures  are  not  in- 
tended to  convey  any  such  suggestion. 

10  180.  Mr.  Kerly:  May  I ask  this,  as  developing  a 
question  I asked  before.  Supposing  the  bulk  of  the 
shares  are  in  the  name  of  a foreign  company  which 
itself  has  English  shareholders,  can  you  suggest  any 
way  in  which  you  could  deal  with  that?  The  foreign 
company  would  get  the  relief  that  was  given,  and 
the  English  shareholders  would  get  the  advantage  ot 

it  ? Yes  but  the  English  shareholder,  when  he  gets 

his  dividends  from  that  foreign  company,  will  have 
to  pay  Income  Tax  on  them,  and  he  cannot  claim 
that  they  have  already  been  taxed  at  6s.  m the  £, 
and  are  paid  as  fully  taxed  inoome,  because  that  would 
not  be  the  case.  . . 

10,181.  Mr.  Marks:  As  you  support  the  claim  or 
these  non-resident  shareholders,  do  I gather  from 
your  paragraphs  32  and  33  that  it  is  rather  on  the 
ground  of  national  interest  than  from  any  considera- 
tions of  equity  towards  the  non-resident  shareholders. 
—Perhaps  I have  gone  rather  far  if  I have  oonveyed 
the  suggestion,  that  the  Board  of  Inland  Revenue 
r ■ t a.- ant.  +,n  cro  so  Far  as  tnat. 
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10.182.  I do  not  want  to  assume  that,  but  so  far  as 
the  Board  is  prepared  to  consider  this,  is  it  a matter 
of  national  interest  or  as  a measure  of  equitable 
relief  to  the  non-resident  shareholder? — I think  it 
would  be  more  correct  to  say  that  it  is  on  a combina- 
tion of  grounds.  Take  the  case  of  a tramway  abroad. 
The  shareholders  may  say,  “ there  is  no  intrinsic 
reason  why  we  should  pay  British  Income  Tax.” 

10.183.  1 gather  from  you  that  it  is  a combination 
of  reasons? — Yes. 

10.184.  Mr.  Walker  Clark:  From  paragraph  8 of 
your  statement  I gather  that  the  Excess  Profits  Duty 
is  really  the  cause  of  removal,  in  your  judgment? — 
That  is  so,  in  certain  classes  of  cases.  We  have 
reason  to  believe  that  it  is  the  case  that  certain 
companies  have  either  gone  abroad,  or  transferred 
the  control  abroad  which  comes  to  the  same  thing 
from  the  Income  Tax  point  of  view,  because  of  the 
Excess  Profits  Duty. 

10.185.  Which  is  really  an  additional  Income  Tax? 
— It  is  an  additional  tax. 

10.186.  And  that  the  removals  are  few  in  number 
but  large  in  amount? — We  have  not  full  and  exact 
particulars,  but  cases  have  been  brought  to  the 
notice  of  the  Board  within  a period  of  2^  or  3 
years,  and  particulars  of  those  cases  are  indicated 
in  that  paragraph. 

10.187.  They  are  comparatively  few? — Yes. 

10.188.  But  they  are  large  concerns? — Yes. 

10.189.  In  paragraph  25  of  your  statement  you  sug- 
gest a hardship,  do  you  not,  because  you  say  that  if 
the  Income  Tax  had  not  grown  gradually  but  were 
now  being  imposed  for  the  first  time  you  would  have 
suggested  relief? — I do  not  say  that  we  would  have 
done  that.  What  we  suggest  here  is  that  it  is  not 
quite  certain  that  if  Parliament  were  imposing  In- 
come Tax  for  the  first  time  at  6s.  in  the  £,  Parlia- 
ment would  have  said:  11  we  will  charge  all  non- 
resident shareholders  of  this  class  6s.  in  the  £.”  We 
do  not  think  that  Parliament  would  necessarily  have 
decided  that. 

10.190.  Dr.  Stamp:  Arising  out  of  the  question  that 
has  just  been  asked  as  to  the  difficulty  of  proof,  I 
take  it  that  it  would  be  necessary,  in  order  to  pro- 
tect the  Revenue,  in  the  case  of  a company  claiming 
relief  in  respect  of  its  foreign  shareholders  on  the 
dividends  to  be  paid  to  them,  to  get  the  company 
to  collect  actual  declarations  from  the  foreign  resi- 
dents that  they  hold  the  shares  in  their  own  right 
and  not  as  nominees  or  under  declarations  of  trust 
for  other  people? — I think  it  would  be  very  necessary 
— I do  not  say  every  time,  but  at  any  rate,  probably 
at  short  intervals — to  have  a declaration  either  direct 
from  the  individual  or  through  the  company ; because 
the  company  might  with  perfect  good  faith  put  before 
us  information  which  was  not  correct. 

10.191.  Therefore  the  corollary  to  the  relief  must 
necessarily  be  some  additional  trouble  to  the  com- 
pany in  proving  its  case,  in  collecting  all  these 
declarations  to  be  made  abroad? — Certainly,  if  it  is 
to  be  done  through  the  company. 

10.192.  There  would  be  no  other  way  of  doing  it, 
except  that  of  repayment  to  the  individual  share- 
holders ?— Probably . I think  it  would  be  very  diffi- 
cult for  them  to  get  in  declarations  in  time  to  enable 
the  dividends  to  be  paid  without  deduction  _of  tax 
in  the  first  instance. 

10.193.  Do  claims  by  foreigners,  declared  to  people 
that  we  have  no  knowledge  of,  and  coming  to  us  from 
abroad,  present  any  particular  danger  or  difficulty? 
—There  is  a suggestion  of  danger  from  time  to  time. 
In  certain  centres  on  the  Continent  we  have  had 
reason  to  be  on  the  alert  on  one  or  two  occasions. 
Of  course,  there  is  obviously  a possible  danger. 

10.194.  Taking  the  case  where  you  intend  to  grant 
relief  through  the  company;  it  has  been  suggested 
that  it  might  be  given  from  the  assessment.  I take 
it  that  would  always  necessitate  your  information 
upon  which  you  gave  the  amount  of  relief  being  out 
of  date.  You  would  have  to  ask  what  were  the 
number  of  shareholders  and  the  amount  of  shares 
that  they  held  last  year,  and  it  would  never  relate 
to  the  holding  of  the  year  for  which  you  were 
making  the  assessment,  and  in  respect  of  which  thev 
were  going  to  pay  dividends.  It  must  rigidly  be 
something  in  the  past?— That  might  be  necessary 


I can  conceive  that  it  would  not  be  inevitably  neces- 
sary in  every  case,  if  the  dividends  are  declared 
sometime  after  the  end  of  the  year.  Some  of  the 
companies  declare  their  dividends  quickly  and  others 
take  a long  time.  It  might  be  possible;  it  would  be 
difficult  to  do  it  in  all  cases. 

10.195.  It  might  be  possible,  in  arranging  the  assess- 
ment for  the  ye^f,  to  ask  them  to  give  evidence  of 
the  holding  of  shares  abroad  in  the  previous  year, 
and  then  for  the  actual  holding  during  the  year 
itself  to  be  materially  different? — On  the  spur  of  the 
moment,  I do  not  like  the  idea  of  giving  relief  by 
reference  to  a previous  year’s  state  of  facts.  It  is 
not  particularly  satisfactory. 

10.196.  Yet  that  is  involved,  is  it  not,  in  making 
the  relief  at  the  same  time  that  the  assessment  is 
made? — The  assessment  covers  the  given  year’s  profits, 
and  the  dividends  out  of  that  year’s  profits  will  not 
be  paid  until  after  the  end  of  the  year  of  assessment. 
Ours  is  a theoretic  year’s  profit  that  discharges  the 
liability  for  that  actual  year’s  profits.  Now  the 
problem  is  to  give  relief  in  respect  of  that  year’s 
profit. 

10.197.  As  your  assessment  has  been  made  during 
the  year  you  cannot  make  it  square  with  the  actual 
conditions  of  the  profits  of  the  year? — No,  it  would  in 
effect  generally  be  impossible,  because  the  company 
would  have  to  pay  their  tax  before  the  year  is  up. 

10.198.  Therefore,  if  you  are  going  to  grant  this 
relief  collectively  to  a company  without  going  to  all 
the  shareholders  abroad  by  way  of  personal  repay- 
ment, it  does  involve  some  conventions  to  get  over 
this  difficulty? — I am  afraid  it  would. 

10.199.  One  more  question,  arising  out  of  Mr. 
McLintock’s  question.  One  of  the  suggested  methods 
of  relief  was  to  confine  any  relief,  either  the  whole 
duty  or  part  of  the  duty,  to  the  dividends  paid.  Of 
course,  a large  part  of  the  profits  may  ultimately  be 
distributed  to  the  shareholders  in  the  form  of  a 
capitalisation  of  reserve,  or  bonus  shares.  There 
would  be  no  possible  way  of  giving  any  retrospective 
relief  to  the  foreign  shareholder  for  those.  My  mean- 
ing is  this.  If  half  your  dividend  had  been  paid  to 
people  abroad  who  had  had  this  relief,  but  there  has 
been  no  relief  upon  the  reserves,  when  the  time 
comes  that  those  reserves  are  capitalised  and  distri- 
buted as  bonus  shares  they  would  have  borne  tax 
and  the  foreign  shareholder  cannot  get  free  from  it? 
— I think  the  answer  to  that  would  have  to  depend 
upon  the  ultimate  fate  of  the  bonus  shares. 

10.200.  As  things  are  at  present  that  would  be  so? 
— As  things  are  at  present  the  decisions  of  the  Courts 
have  been  against  us  as  regards  certain  bonus  shares. 

10.201.  On  the  question  of  Super-tax? — On  the 
question  of  Super-tax. 

10.202.  Ignore  Super-tax  and  think  only  of  the 
standard  rate  of  Income  Tax.  On  this  method  that 
standard  rate  has  been  paid  on  those  profits  that  are 
not  sent  abroad.  Ultimately  they  are  sent  abroad  in 
the  form  of  bonus  shares.  There  is  no  way  in  which 
the  foreign  shareholder  could  get  relief  at  all  on  that  ? 
— He  would  at  first  blush  seem  to  have  some  sort  of 
equitable  claim,  especially  if  he  had  held  the  shares 
during  the  whole  period. 

10.203.  That  is  what  I am  thinking? — He  would 
seem  to  have  some  ground  for  claiming. 

10.204.  But  he  could  not  get  it  on  this  method? — 
No. 

10.205.  On  the  other  hand,  if  you  try  to  give  it  to 
him  by  a sort  of  differential  treatment  on  the  whole 
of  the  profits,  by  the  time  they  were  distributed  the 
shareholder  might  be  quite  a different  person? — 
Certainly. 

10.206.  Therefore,  of  the  choice  of  the  two  anoma- 
lies, the  former  is  the  better— that  he  should  get  no 
relief  at  all  on  the  reserves? — Yes,  I certainly  suggest 
that. 

10.207.  Sir  T.  Whittaker : Of  course  it  is  obvious 
that  any  relief  given  to  these  foreign  shareholders 
means  an  additional  charge  upon  someone  else  in  this 
country? — That  is  unfortunately  the  case  with  all  the 
Income  Tax  reliefs,  I am  afraid. 

10.208.  Where  a minority  of  the  shareholders  are 
abroad  you  agree  that  the  British  shareholders  would 
have  no  interest  in  removing  the  control? — I should 
not  expect  the  British  shareholders  to  remove  the 
control  in  that  case. 
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10.209.  The  foreign  shareholder  invested  in  a com- 
pany controlled  in  this  country  with  the  knowledge 
that  there  were  advantages  in  being  here;  would  he 
be  likely  to  remove  the  control? — It  has  happened 
before.  We  know  that  it  has  happened.  We  also 
know  that  it  is  prophesied  that  it  will  happen.  As 
to  the  realization  of  that  prophecy  I cannot  speak. 
We  do  know  that  it  has  happened.  We  do  know 
cases  of  concerns,  the  majority  of  the  shares  of  which 
were  held  abroad — concerns  whose  activities  were  prac- 
tically wholly  abroad ; we  do  know  that  in  cases  of  that 
kind  the  non-resident  shareholders  have  said:  “We 
will  have  this  removed  abroad,”  and  they  have  done  it. 

10.210.  Is  that  likely  to  operate  to  a very  large 
extent? — I should  think  it  might  operate  where  there 
is  no  particular  reason,  from  the  point  of  view  of  the 
conduct  of  their  business,  for  their  being  here.  If 
it  is  necessary  for  their  business  to  be  here,  then  I 
should  expect  the  business  to  remain  here;  but  where 
it  is  accidental — it  may  be  that  the  directors  are 
people  who  have  founded  the  company,  people  who 
have  come  back  from  the  East,  for  example,  and 
founded  the  company  here,  and  who  operate  wholly 
in  the  East,  and  gradually  get  an  increasing  number 
of  foreign  shareholders;  but  still  they  like  to  remain 
here,  they  have  come  back  to  England  to  live,  they 
have  their  directorate  here,  but  in  the  end  the  in- 
terest of  the  non-resident  shareholders  comes  in,  and 
they  will  say,  “ we  gain  nothing  by  this  company 
being  registered  in  London;  all  we  get  from  it  is 
having  to  pay  6s.  Income  Tax,  and  we  will  remove.” 
That  has  happened  in  a few  cases. 

10.211.  They  get  originally  the  benefit  of  the  direc- 
torship and  control  of  those  persons  in  this  country. 
So  long  as  that  continues  that'  is  a very  important 
matter,  is  it  not? — Most  important  where  it  is  necess- 
ary that  the  control  should  be  exercised  here.  But  if 
you  are  taking  the  case,  say,  of  a tramway  in  an 
Indian  town,  there  would  seem  to  be  no  supreme 
necessity  for  the  control  of  that  tramway  to  be  exer- 
cised in  the  City  of  London. 

10.212.  What  I am  suggesting  to  you  is  that  the 
number  of  the  removals  and  the  value  to  the  Revenue 
of  the  removals  would  not  be  so  great  as  the  danger 
you  would  incur  of  losing  in  other  directions? — Of 
couree  the  whole  problem  is  one  of  balancing  probable 
advantages  with  probable  disadvantages. 

10.213.  Directly  you  give  an  exemption  you  open 
a door,  and  a great  many  people  slip  through  that 
door  who  were  never  intended  to? — I do  not  know 
exactly  what  you  have  in  mind. 

10.214.  The  moment  you  let  out  income  because  it 
is  in  the  name  of  a resident  abroad,  you  will  have 
people  in  this  country  arranging  for  portions  of  their 
income  to  be  in  the  name  of  persons  abroad,  and  you 
are  opening  a door  through  which  a large  number  of 
people  will  slip  who  were  never  intended  to? — You 
mean  in  the  direction  of  definite  fraud? 

10.215.  No,  not  fraud? — Taking  the  case  that  we 
are  considering,  we  have  a person  who  is  down  on 
the  register  as  a non-resident'  shareholder;  he  is  not 
really  the  beneficial  owner  of  those  shares;  I am 
assuming  you  mean  this  case. 

10.216.  That  is  one  point? — Then  for  us  to  lose  any 
revenue  that  nominee  must  come  forward  and  perjure 
himself.  He  must  say,  “ I am  the  beneficial  owner  of 
those  shares,”  when  in  point  of  fact'  he  is  not.  There 
may  be  a risk  of  that,  but  whether  it  is  a great  risk 
is  rather  another  matter. 

10.217.  On  the  previous  Committee  on  which  I sat 
we  had  a very  useful  phrase.  We  differentiated 
between  evasion  and  avoidance  of  tax.  Avoidance 
does  not  involve  fraud.  People  can  avoid  the  tax? — 
I do  not  see  how  the  British  shareholder  in  such  a 
company  could  avoid  the  tax  without  being  a party 
to  fraud. 

10.218.  But  you  could  not  limit  this  to  companies  ? — 
It  is  not  proposed  that  it  should  go  any  further  than 
companies.  The  grievance  is  with  companies. 

10.219.  You  have  cases  of  firms  who  are  not  com- 
panies here,  with  branches  abroad,  or  separate  com- 
panies abroad  belonging  to  them,  in  which  there  are 
foreign  partners;  those  partners  would  have  to  be 
relieved? — You  are  taking  the  case  now  of  a number 
of  partners,  some  resident  abroad  and  some  resident 
here,  and  business  carried  on  partly  here  and  partly 


abroad.  There  is  no  Income  Tax  grievance  that  I am 
aware  of  in  that  connection. 

10.220.  The  profits  that  come  here,  that  the  partner 
here  gets,  are  taxed? — Certainly.  He  is  carrying  on 
business  partly  here  and  partly  abroad,  and  he  is 
resident  here. 

10.221.  Perhaps  he  has  a son  abroad,  and  he  can 
put  shares,  if  you  like,  in  the  name  of  his  son? — I 
would  like  to  keep  it  to  firms,  distinct  from  companies 
for  a moment,  if  it  will  be  convenient. 

10.222.  He  can  put  profits  in  the  name  of  his  son  ? — 
You  mean  that  he  will  not  have  his  profits  remitted 
here.  You  have  a father  and  son  in  partnership ; the 
father  in  London,  and  the  son  in  Bombay.  The  busi- 
ness is  one,  carried  on  partly  here  and  partly  in  Bom- 
bay. I should  like  to  know  what  is  in  your  mind  as 
the  suggested  Income  Tax  grievance? 

10.223.  That  the  son  should  retain  the  father’s  share 
and  not  be  taxed? — You  mean  that  the  father  in  such 
a case  would  be  liable  on  the  whole  of  his  share  of 
the  Bombay  profits,  whether  remitted  or  not. 

10.224.  He  hands  it  over  to  his  son ; he  can  do  so 

to  avoid  tax? — Do  you  mean  under  the  partner- 
ship deed  ? Either  his  son  is  legally  entitled  to  it 
under  the  deed  or  he  is  not.  " 

10.225.  He  can  make  him  legally  entitled? — If  he 
likes  to  part  with  that  interest  in  the  business  it  is 
no  affair  of  the  Revenue’s. 

10.226.  But  it  is  avoidance  of  the  tax? — On  the 
hypothesis,  he  has  divested  himself  of  a part  of  his 
profit  out  and  out.  He  has  made  the  son  a partner. 
We  should  hardly  quarrel  with  that. 

10.227.  You  cannot  get  hold  of  him? — No.  I do 
not  think  we  can  quarrel  with  a man  who  says,  “ I 
will  give  my  son  half  my  business,”  and  who  honestly 
and  legally  does  so  in  proper  fashion,  so  that  the  son 
could  enforce  his  rights,  if  necessary,  against  the  will 
of  the  father.  I do  not  think  the  Revenue  could  have 
any  claim  upon  the  man  in  that  case. 

10.228.  Do  you  think  that  the  suggestion  that  the 
foreign  shareholders  should  be  relieved  would  open 
any  wide  door? — I think  if  it  were  confined  to  the 
type  of  cases  that  have  been  considered  here  this 
morning,  you  get  a company  carrying  on  business 
wholly  or  mainly  abroad;  you  get  a non-resident 
shareholder.  Supposing  declarations  were  obtained 
before  a proper  authority,  directly  from  the  individual 
shareholder — whether  coming  direct  to  us  from  him 
or  through  the  company  does  not  make  any  difference 
— then  I think  there  would  be  some  risk,  not  of 
avoidance,  but  of  fraud — evasion.  I do  not  think 
that  would  be  so  serious  as  to  make  it  impossible  to 
consider  the  question  and  give  any  relief  at  all. 

10.229.  It  is  suggested  that  I should  ask  you  this 
question.  Supposing  a father  and  son  are  in  partner- 
ship in  a business  in  India.  The  father  is  in  this 
country  and  the  business  is  partly  carried  on  here  and 
the  son  is  in  India.  Does  the  son  pay  Income  Tax? — 
If  you  can  show  that  the  oontrol  of  that  business  lies 
in  India,  then  the  liability,  I suggest,  would  be  as 
follows : British  Income  Tax  on  the  whole  of  the 
British  profits,  whether  going  to  the  father  or  to  the 
son,  and  British  Income  Tax  on  the  father’s  share  of 
the  Indian  profits  so  far  as  remitted  to  him.  That 
is,  if  you  can  establish  definitely  that  there  is  control 
in  India.  If  you  cannot  establish  that,  then  the  lia- 
bility is : the  whole  of  the  profits  of  the  British  busi- 
ness and  the  father’s  share  of  the  Indian  profits 
whether  remitted  or  not. 

10.230.  The  difficulty  in  my  mind  is  this.  The 
suggestion  has  been  that  if  that  were  a company, 
although  the  control  were  here,  the  son  in  India 
would  not  be  relieved  of  tax  on  his  share  of  the  pro- 
fits?— We  now  have  a company  carrying  on  business 
in  India  but  controlled  here  and  the  son  is  a share- 
holder ? 

10.231.  Yes,  and  he  is  in  India? — And  he  gets 
dividends  out  of  profits  which  in  a popular  sense 
arose  entirely  in  India.  The  suggestion  under  con- 
sideration is  that  he  should  get  some  relief. 

10.232.  The  difficulty  in  my  mind,  that  I tried  to 
put  before,  is  this.  How  can  you  differentiate  equit- 
ably between  that  case  where  it  is  a company  and  the 
case  where  it  is  a firm? — Is  the  suggestion  which  you 
are  now  making  that  because  the  son  in  the  case  of 
the  firm  would  not  pay  any  British  Income  Tax  on 
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his  6hare  of  the  Indian  profits,  therefore  he  ought  to 
be  relieved  not  on  the  dividends  only  but  on  his  full 
share  of  the  company’s  profits? 

10.233.  If  the  firm  is  controlled  from  here  does  the 
firm  pay  on  its  full  profits? — If  the  firm  is  controlled 
from  here  it  pays  on  the  full  British  profits  and  on 
the  resident  partner’s  share  of  the  foreign  profits. 
That  is  often  the  case.  Of  course  these  cases  have 
to  be  decided  by  reference  to  their  facts.  I have 
known  cases  where  the  liability  has  been  found  to  lie 
on  the  whole  of  the  profits,  but  I have  seen  a number 
of  cases  where  the  facts  have  been  fully  investigated 
by  Commissioners  on  appeal  and  in  which  the  position 
has  been  as  in  this  type  of  case : you  get  three  part- 
ners here  and  two  abroad ; the  liability  has  been 
found,  on  appeal  to  Commissioners,  to  be  as  follows: 
the  full  profits  of  the  British  business,  to  whomsoever 
they  go,  and  the  full  share  of  the  foreign  profits 
which  arise  to  the  resident  partners;  so  that  we 
should  not  get  British  Income  Tax  on  the  foreign 
partners’  share  of  the  foreign  profit;  and  we  do  not 
fight  any  decision  which  is  given  on  those  lines. 

10.234.  If  you  relieve  the  foreign  shareholder  in  a 
company  entirely,  you  would  put  him  practically  in 
the  same  position  as  the  foreign  member  of  a private 
firm? — It  would  be  an  analogous  position;  but  in  the 
case  of  the  partnership,  the  son  or  partner  is  himself 
working  and  carrying  on  the  business. 

10.235.  He  may  or  may  not  be? — We  are  assuming 
that  all  these  partners  are  engaged  in  the  business. 

10.236.  He  may  be  a sleeping  partner  out  there? — 
Yes,  he  might  be. 

10.237.  Chairman:  How  do  you  decide  who  controls 
the  firm? — It  is  very  difficult.  The  doctrine  of  con- 
trol in  the  case  of  a firm  was  entirely  unknown  to  us 
until  1914,  when  a one-sided  section  was  brought  in. 
That  was,  as  I say,  one-sided.  It  says,  where  the 
taxpayer  proves  that  the  control  lies  abroad,  then 
certain  results  are  to  follow. 

10.238.  Supposing  there  is  a man  exporting  to  a 
firm  in  Beyrout  or  Alexandria  or  Cairo;  he  is  in  this 
country,  the  father  may  be  in  Beyrout,  and  the  son 
here.  The  control  is  in  Beyrout  ? — -There  are  only  two 
partners — the  father  and  the  son.  It  is  really  a ques- 
tion of  fact  for  the  determination  of  the  Commis- 
sioners who  settle  the  liability,  on  appeal  or  other- 
wise, in  the  given  case.  It  is  often  a very  difficult 
problem. 

10.239.  Have  you  power  to  investigate?  For  in- 
stance, there  are  cases  now  of  this  kind : A man  ships 
£2,000,000  worth  of  goods  to  Alexandria  in  a year. 
The  partners  are  father  and  son.  The  son  says  that 
he  receives  £250  or  £300  per  year  as  salary.  The  in- 
voice is  £2,000,000  of  goods  to  Alexandria,  just  to 
cover  expenses  and  make  a profit  of  say  £1,000  for  the 
exporting  end.  The  whole  profit  is  realized  in 
Alexandria,  and  not  a farthing  comes  to  this  country. 
Have  we  power  to  fix  upon  the  turnover  and  say  we 
will  fix  an  Income  Tax  upon  that  turnover? — I am 
afraid  not.  As  I gather,  in  the  case  suggested  there 
is  only  buying  in  this  country  and  no  selling. 

10.240.  They  buy  and  finish  and  pack  and  do  all  the 
real  profit  of  the  business  here,  and  it  is  only  the  sale 
that  is  made  in  Alexandria? — On  the  decisions  in  the 
various  Income  Tax  cases  which  we  have  had — and 
there  are  a great  many,  as  you  know— great  attention 
is  paid  to  the  place  of  sale,  and  in  a case  of  pure  buy- 
ing it  is  not  regarded  as  carrying  on  business  at  all. 

10.241.  What  is  your  opinion  on  that  point,  because 
that  is  a very  important  matter  which  we  shall  have 
to  consider  ? What  do  you  say  yourself  ? — Not  what  is 
under  the  Income  Tax  law,  but  what  ought  to  be? 

10.242.  Yes. — Of  course  it  is  possible  to  divide 
profits  up  in  a notional  manner  and  say  that  a man 
can  make  no  profit  till  he  sells  or  till  he  buys ; and, 
just  as  in  this  paper  it  is  suggested  that  some  profit 
attaches  to  control,  so  some  profit  might  notionally  be 
attached  to  buying,  to  finishing,  and  to  packing,  and 
only  a balance  of  the  profit  to  selling. 

10.243.  Mr.  McLintock  : One  question  with  regard 
to  the  removal  of  control  abroad.  You  referred  to 
the  cases  of  removal  of  control  where  there  was  a pre- 
ponderating foreign  interest? — Yes. 


10.244.  Have  there  been  no  cases  where  the  majority 
interest  is  resident  in  this  country  ? — Yes,  I think  we 
could  find  cases  where  the  thing  has  gone  lock,  stock 
and  barrel  abroad,  or,  what  comes  to  the  same  thing 
for  Income  Tax  purposes,  the  control  has  gone  abroad, 
where  there  has  been  a majority  of  British  share- 
holders. 

10.245.  Is  that  common? — No,  that  would  not  be  so 
common. 

10.246.  In  the  cases  you  know  of? — That  would 
be  attributable,  I suspect,  to  the  effect  of  the  Excess 
Profits  Duty. 

10.247.  Mr.  Mackinder : In  the  case  of  South 
Africa,  would  not  there  be  some  large  cases  of  that 
kind? — I have  not  particulars  of  the  South  African 
cases  in  my  mind. 

10.248.  Mr.  McLintock : Take  America,  for  in- 
stance. Would  not  the  Income  Tax  there  be  sufficient 
reason  for  removal  of  control  ? — The  American  Income 
Tax? 

10.249.  Yes. — Removing  the  control  from  here  to 
America  ? 

10.250.  Yes;  not  necessarily  distributing  the  profits 
at  present  ? — You  think  it  would  be  a sufficient  motive 
for  the  British  shareholder  to  transfer  control  to 
America  ? 

10.251.  I am  not  discussing  the  question  of  motive, 
but  do  you  know  of  cases  of  actual  removal  of  control 
where  the  majority  interest  has  been  in  this  country? 
— Yes,  I have  seen  one  or  two  of  such  cases. 

10.252.  That  is  taking  place  to-day? — Well,  it  has 
taken  place  within  the  period  which  I have  looked 
into,  the  last  two  or  three  years,  but  I rather  think 
the  motive  was  the  Excess  Profits  Duty. 

10.253.  Were  they  large  cases? — I have  not  the 
figures.  They  would  be  substantial  cases,  but  I could 
not  give  any  names  or  figures. 

10.254.  Mr.  Kerly  : One  point  about  the  Income  Tax 
of  partners.  My  mind  is  very  indefinite  about  it,  and 
if  we  are  going  to  act  upon  any  analogy  with  regard 
to  companies  we  ought  to  know  what  the  partnership 
position  is.  You  suggested  that  where  there  is  a firm 
controlling  a business  here  which  is  carried  on  abroad 
with  local  partners  living  abroad,  the  local  partner 
gains  some  advantage  and  does  not  pay  the  full  In- 
come Tax.  You  say  the  question  has  to  be  investi- 
gated by  the  Commissioners,  and  they  find  how  the 
facts  are,  but  it  is  no  good  finding  facts  until  you 
know  what  principle  you  have  to  apply.  What  right 
has  the  Indian  partner  in  the  illustration  you  gave  to 
any  relief,  the  firm  being  controlled  here? — There  is 
no  doctrine  of  control  as  a regards  a firm  controlled 
here — at  least,  I cannot  find  it  in  the  Income  Tax 
Acts,  and  I suggest  that  the  Indian  partner  whose 
case  you  are  describing  is  not  within  the  charge. 

10.255.  There  is  no  reference  to  control  in  the  Act. 
It  speaks  about  a company  being  resident.  Is  not  the 
firm  resident  ? — It  does  not  treat  a firm  as  having  a 
residence  except  in  the  particular  case,  the  exceptional 
case,  which  was  introduced  against  the  Revenue  in 
1914.  It  says  that  the  incomes  of  assessable  partners 
shall  be  assessed  jointly  in  one  sum. 

10.256.  Do  I understand  the  law  as  administered  i? 
this : if  there  is  such  a firm  as  I suggest,  you  would 
treat  it  as  a collection  of  individuals,  and  each  of  them 
is  to  pay  Income  Tax  in  respect  of  his  personal 
liability  for  the  share  of  profits  ? — I think  the  assess- 
ment which  we  have  on  a firm  trading  in  this  country 
is  legal  theory  a bundle  made  up  of  the  separate 
liabilities, of  the  individual  partners,  but  it  is  assessed 
in  one  sum  jointly,  and  of  course  is  recoverable  from 
any  one  partner. 

10.257.  Mr.  McLintock  will  put  to  you  an  actual 
case,  but  I want  to  ask  you  one  further  question  upon 
the  principle  where  a firm  is  controlled  here  and  its 
business  is  wholly  carried  on  in  India;  do  you  distin- 
guish between  the  profits  of  the  firm,  and  such  part  of 
them  as  are  profits  of  the  Indian  business? — You  say 
a firm  controlled  here,  but  carrying  on  no  part  of  its 
business  here. 
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10.258.  It  is  controlled  here  in  the  same  sense  that 
the  beer  companies  in  the  familiar  cases  were  con- 
trolled in  England,  although  they  had  breweries  in 
Chicago? — I have  never  met  a case  in  which  there 
were  no  trading  operations  or  business  here.  There 
was  the  case  of  Ogilvie  v.  Kitton,  as  you  know,  where 
there  was  regular  oversight. 

10.259.  Can  you  suggest  any  principle  where  the 
business  is  partly  carried  on  here  and  partly  carried 
on  in  India,  but  the  control  is  in  England,  for  dis- 
tinguishing between  the  Indian  profits  and  home 
profits  ? — It  would  depend  entirely  on  the  facts  of  the 
case,  and  I cannot  give  a formula  which  would  apply 
to  all  cases. 

10.260.  With  all  respect,  to  refer  me  to  the  facts 
when  I do  not  know  what  principle  I am  to  apply  is  no 
good? — The  only  principle  I can  suggest  is  that  we 
must  find  out  what  are  the  profits  of  the  British  busi- 
ness; when  you  know  what  the  British  business  is, 
what  the  trading  operations  are,  how  it  is  carried  on 
and  what  the  result  is,  then  the  Commissioners  will 
say  what  the  profits  are ; but  these  are  very  difficult 
cases,  and  almost  individual  cases. 

10.261.  Really  that  comes  to  saying  that  the  Com- 
missioners make  such  shot  as  they  please? — They  are 
faced  with  great  difficulties. 

10.262.  Mr.  M cLintock  : I will  give  you  an  actual 
case.  There  are  five  partners  in  a business  in  Scot- 
land, two  of  them  reside  abroad  and  carry  on  the  main 
operations  of  that  firm — I mean  not  merely  the  main 
operations  abroad,  but  its  main  operations  as  a firm. 
The  bulk  of  the  manufacturing  is  done  abroad;  the 
growing  of  the  commodity  is  abroad  and  the  finishing 
of  it  practically  ready  for  the  market,  whether  sent 
direct  from  abroad  or  first  shipped  to  this  country 
and  then  sold.  There  are  accounts  available  showing 
exactly  the  profits  that  emerge  abroad  and  those  that 
emerge  in  each  department  at  home.  There  are  five 
partners,  and  unless  you  suggest  that  the  majority  in 
this  country  means  control,  although  the  dominating 
partner  may  be  abroad,  although  he  is  only  one  indivi- 
dual, you  cannot  say  that  the  control  is  in  this  country 
with  the  three  partners  here  and  the  two  abroad,  when 
the  men  who  are  abroad  are  left  pretty  well  to  conduct 
the  business  just  exactly  as  they  think  fit  in  the  best 
interests  of  the  combined  partnership.  Is  your  sug- 
gestion that  the  partners  who  reside  abroad  are 
entitled  to  be  relieved  from  British  Income  Tax  on 
their  share  at  least  of  the  profits  which  emerge 
abroad? — Where  are  the  sales?  Are  the  sales  all  in 
this  country? 

10.263.  The  sales  are  more  or  less  all  over  the  world ; 
a good  many  of  them  in  Scotland,  a good  many  of  them 
sold  direct  for  shipment  from  the  works  abroad;  but 
the  accounts  are  produced,  and  they  are  not  adjusted 
accounts  showing  a bigger  profit  at  one  end  than  the 
other.  The  home  partners  will  not'  let  the  foreign 
partners  charge  them  too  high  a price.  The  result 
is  the  accounts  are  available  every  year  to  show 
exactly  how  much  money  is  earned  abroad. — That  is 
putting  their  own  allocation  of  some  share  of  the 
profits  to  manufacturing? 

10.264.  But  the  home  partners  take  good  care  that 
the  foreign  partners  do  not  charge  them  so  big  a 
price  that  they  cannot  make  a profit  at  home? — The 
problem  there  is  to  allocate  the  profits. 

10.265.  Assume  they  are  fairly  allocated  for  the 
moment? — Then  the  question  is,  is  tjiere  Indian 
oontrol?  You  then  raise  the  question  whether  the 
control  is  in  India. 

10.266.  Take  a case  where  the  control  is  here,  but 
there  are  partners  resident  abroad  who  haVe  an  in- 
terest in  the  profits  made  at  home  and  made  abroad  ; 
is  there  any  relief  whatever  to  the  foreign  partners? 
— I must  make  this  general  remark.  These  cases  are 
not  settled  by  the  Board  of  Inland  Revenue ; we  only 
see  those  which  come  to  our  notice  because  of  appeals. 
They  are  settled  by  the  bodies  of  Income  Tax  Com- 
missioners. I have  seen  cases  where  because  of  the 
business  being  in  fact  controlled  here,  although  the 
Act  does  not  talk  about  the  control  here — it  does 
speak  about  control  being  abroad — the  whole  of  the 
profits,  including  the  profits  of  the  non-resident 


partners,  have  been  charged.  I have  also  seen  cases, 
and  recent  cases,  where  the  Commissioners  have  de- 
cided in  the  way  which  I suggested  just  now,  namely, 
that  in  the  case  of  some  partners  here  and  some 
abroad,  part  business  here  and  part  abroad,  the 
liability  has  been  fixed  at  no  more  than  the  average 
profits  of  the  British  business,  and  the  British  resi- 
dent partners’  shares  of  the  foreign  business — I have 
seen  both. 

10.267.  I understood  earlier  that  where  a partner 
was  abroad  and  any  portion  of  the  profit  in  which 
he  was  interested  was  made  abroad,  wherever  the  con- 
trol lay,  that  partner  had  a certain  measure  of  relief 
from  British  Income  Tax  on  the  foreign  profits? — 
A decision  on  those  lines  is  never  disputed  by  the 
Board  of  Inland  Revenue. 

10.268.  Exactly;  you  acquiesce  in  such  a decision? 
— Yes. 

10.269.  Chairman:  That  is  your  point? — I think 
I have  got  that  accurately,  that  the  assessment  here 
does  not  include  the  non-resident  partners’  share  of 
the  profits  made  abroad. 

10.270.  Mr.  McLintock : Irrespective  of  where  con- 
trol lies? 

10.271.  Chairman : Is  your  total  balance  sheet  made 
in  England  of  the  whole  concern? 

10.272.  Mr.  McLintock:  Yes;  the  accounts  are  dove- 
tailed together,  but  they  are  quite  separate.  The 
foreign  profits  are  shown  separately. 

10.273.  Chairman : Do  not  the  Revenue  treat  that 
as  being  controlled  here? 

10.274.  Mr.  McLintock : The  Revenue  assess  them 
for  the  whole  profit  ? — ( The  Witness)  : The  Commis- 
sioners assess  them. 

10.275.  Chairman : Therefore  the  foreign  partner 
has  to  pay  English  Income  Tax. 

10.276.  Mr.  McLintock : Yes. 

10.277.  Sir  J.  Harmood-Banner:  Is  it  uot  the  fact 
that  the  foreign  partner  has  his  Income  Tax  returned 
to  him?  I am  speaking  of  a case  which  I am  now 
discussing  with  the  Income  Tax  authorities,  of  a big 
firm  where  the  control  is  in  this  country  and  the  pro- 
fits are  brought  from  America  to  this  country.  It  is 
considered  a great  hardship  that  the  British  partner 
who  lives  in  San  Francisco  gets  no  return,  but  an 
American  who  is  a partner  in  that  firm  has  his 
Income  Tax  returned  to  him? — I am  afraid  I cannot 
follow  that  case.  Is  it  a firm  carrying  on  business 
here  and  in  America  ? 

10.278.  A firm  carrying  on  business  here  and  having 
control  here;  the  senior  partner  is  here? — It  carries 
on  business  partly  here  and  partly  in  America? 

10.279.  It  carries  on  business  partly  here  and  partly 
in  San  Francisco ; one  of  the  partners  is  an  American ; 
the  profits  are  all  brought  into  the  balance  sheet  here 
and  pay  Income  Tax ; but  the  American  partner,  who 
is  residing  in  San  Francisco  has  returned  to  him  iiis 
Income  Tax  on  his  share  of  the  profits  of  that 
business. 

10.280.  Chairman:  By  the  Revenue? 

10.281.  Sir  J.  Harmood-Banner : By  the  Revenue. 
— That  bears  out  the  suggestion  that  I have  been 
making,  that  the  liability  has  been  fixed  on  the  full 
British  profits  plus  the  British  resident  partners’ 
share  of  the  foreign  profits. 

10.282.  Chairman:  You  can  vouch  for  that  case? 

10.283.  Sir  J.  Harmood-Banner:  I can  vouch  for 
the  fact  that  I am  at  present  in  negotiation  with 
Somerset  House. 

10.284.  Chairman:  Perhaps  you  will  take  a note  of 
that,  Mr.  Spry. 

10.285.  Mr.  Pretyman:  With  regard  to  the  question 
of  control,  I understood  you  to  say  just  now  that 
as  far  as  a firm  was  concerned  the  doctrine  of  control 
did  not  arise? — The  first  we  heard  of  it  in  any  Act  of 
Parliament  was  in  1914. 

10.286.  Mr.  Kerly : I have  just  found  the  section 
which  deals  with  it ; it  is  Rule  12,  Rules  on  Cases  I. 
and  II.,  Schedule  D.  It  is  rather  long,  but  the  gist 
of  it  is  that  where  a trade  or  business  is  carried 
on  by  partners,  and  the  control  of  the  business  is 
situate  abroad,  the  business  is  to  be  deemed  to  be 
carried  on  outside  the  United  Kingdom,  and  the  part- 
nership to  be  outside  the  United  Kingdom,  although 
some  persons  may  reside  here. 
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10.287.  Mr.  Pretyman : How  could  that  be  inter- 
preted? In  the  case  of  a company  the  control  is 
unified,  is  it  not;  there  is  a Board  of  directors,  and 
it  can  only  be  one  Board  • it  must  meet  in  one  place, 
and  therefore  you  have  something  to  go  upop.  Where 
you  have  got  a firm  you  may  have  four  partners, 
two  may  be  resident  abroad  and  two  may  be  resident 
in  this  country;  there  must  be  infinite  gradation 
in  the  relative  control  exercised  by  the  two  abroad 
or  here? — I can  imagine  a case  where  you  cannot 
affirm  that  there  is  control  in  either  place.  You  may 
have  two  partners,  men  about  the  same  age  with  the 
same  capital,  and  the  same  interest  in  the  business. 
Who  controls  the  other?  Neither. 

10.288.  I only  want  to  dear  up  one  other  small 
point.  When  you  speak  of  a company  resident 
abroad,  or  rather  shareholders  resident  abroad  in  a 


company  carrying  on  business  abroad,  that  covers 
shareholders  of  all  foreign  nationalities,  I suppose? 
— All  shareholders. 

10,289.  Suppose  you  have  a company  carrying  on 
business  in  Australia  with  control  here,  you  will  have, 
no  doubt,  a considerable  interest  in  that  company  by 
Australian  shareholders,  but  you  might  also  conceiv- 
ably have  an  interest  by  an  American  shareholder? 
— Or  French,  or  anyone. 

10,200.  When  you  talk  of  relieving  a foreign  share- 
holder, you  would  relieve  all  equally,  quite  irrespective 
of  where  the  shareholder  is? — .That  is  the  line  on 
which  the  discussion  has  proceeded. 

10,291.  Chairman : That  is  very  interesting,  and  a 
very  important  point  for  us  to'  deal  with.  Thank 
you  very  much. 


Mr.  F.  L.  Mace,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Proof  of  evidence  of  F.  L.  Mace,  an  Assistant  Chief 
Inspector  of  Taxes,  on  the  subject  of  the  taxation 
of  non-residents  trading  in  the  United  Kingdom 
through  resident  agents. 

Object  of  evidence. 

10.292.  (1)  The  evidence  which  has  been  given  by 
former  witnesses  on  this  subject  appears  to  have 
been  directed  to  draw  attention  to  the  difficulties  and 
drawbacks  of  the  present,  system,  and  to  dwell  on 
certain  dangers  to  British  trade  and  British  agents 
which  it  has  been  suggested  are  involved  in  its 
continuance. 

It  may,  therefore,  be  considered  useful  to  show  by 
a brief  history  of  the  subject  how  it  reached  its 
present  stage  of  development,  and  to  examine  both 
the  criticisms  which  have  been  brought  to  the  notice 
of  the  Royal  Commission,  and  the  suggestions  which 
have  been  made  for  the  improvement  of  the  position. 

Legislation  prior  to  1915. 

10.293.  (2)  The  scope  of  Schedule  D of  the  Income 
Tax  Acts  in  force  for  many  years  includes  the 
taxation — 

(a)  of  all  annual  profits  or  gains  arising  or 

accruing  to  residents  in  the  United  King- 
dom from  any  profesion,  trade,  employ- 
ment or  vocation,  whether  the  same  shall 
be  respectively  carried  on  in  the  United 
Kingdom  or  elsewhere;  and 

(b)  of  all  annual  profits  or  gains  arising  or 

accruing  to  any  person  whatever,  whether 
a subject  of  Her  Majesty  or  not,  although 
not  resident  in  the  United  Kingdom,  from 
any  profession,  trade,  employment  or  voca- 
tion exercised  within  the  United  Kingdom. 
[Income  Tax  Act,  1853,  sec.  2.] 

10.294.  (3)  This  is  the  language  of  the  Income  Tax 
Act,  1853,  and  the  Schedules  of  previous  Acts  (the 
Income  Tax  Act,  1803,  and  the  Income  Tax  Act,  1842) 
contained  similar  phraseology. 

10.295.  (4)  The  charging  section  now  in  force  is 
contained  in  the  Income  Tax  Act,  1918— Schedule  D 
of  the  First  Schedule  of  the  Act:  — 

“ Tax  under  this  Schedule  shall  be  charged  in 
respect  of — 

(a)  The  annual  profits  or  gains  arising  or 
accruing  ...  to  any  person,  whether 
a British  subject  or  not,  although  not 
resident  in  the  United  Kingdom,  from 
any  property  whatever  in  the  United 
Kingdom,  or  from  any  trade,  profession, 
employment  or  vocation  exercised  within 
the  United  Kingdom.”  [Income  Tax 
Act,  1918,  First  Schedule.] 

10.296.  (5)  The  trading  profits  accruing  to  non- 
residents are  charged,  like  other  profits  of  trade,  &c., 
upon  an  average  of  three  years,  and  are  to  be  ascer- 
tained in  the  same  manner  as  those  accruing  to  resi- 
dents. The  only  special  machinery  provided  by  the 
Income  Tax  Act,  1842^  waB  that  needed  to  make  the 


charge  upon  a non-resident  persons  effective,  in  view 
of  his  being  personally  outside  the  jurisdiction  of  the 
United  Kingdom.  This  is  to  be  found  in  sections  41 
and  44  of  the  Act  of  1842  (now  embodied  in  Rules  5, 
13  and  14  of  the  General  Rules  of  the  Income  Tax  Act, 
1918).  [Income  Tax  Act,  1842,  sections  41  and  44  see 
App.  No.  23.]  The  effect  of  these  sections  was  to 
make  non-residents  chargeable  in  the  name  of  a 
factor,  agent  or  receiver  having  the  receipt  of  the 
profits  or  gains,  and  to  empower  such  person  to  re- 
tain the  tax  out  of  monies  due  to  his  principal. 

10.297.  (6)  Such  were  the  entire  provisions  of  the 
Income  Tax  Acts  on  this  subject  until  the  passing 
of  the  Finance  (No.  2)  Act,  1915.  It  will  be  observed 
that  the  taxation  of  the  British  profits  of  non-resident 
persons  was  thus  limited  before  1915  to  the  follow- 
ing extent: — 

(1)  the  profits  must  arise  or  accrue  to  the  non- 

resident person  from  a profession,  trade, 
employment  or  vocation  exercised  within 
the  United  Kingdom; 

(2)  the  assessment  of  such  profits  could  be  made 

in  the  name  of  the  resident  agent,  factor 
or  receiver  only  if  he  had  the  receipt  of 
the  profits  or  gains; 

(3)  in  circumstances  other  than  the  agent  having 

the  receipt  of  the  profits  or  gains,  it  is 
conceivable  that  the  principal  might  be 
assessed,  but  there  was  no  machinery  by 
which  he  could  be  compelled  to  pay  the  tax 
unless  he  or  his  goods  could  be  got  at  in 
the  United  Kingdom. 

10.298.  (7)  It  is  convenient  at  this  stage  to  see  what 
was  the  practical  effect  of  the  provisions  mentioned, 
and  what  was  the  necessity  for  the  later  legislation 
of  the  year  1915. 

10.299.  (8)  First  of  all,  it  is  to  be  borne  in  mind 
how  different  were  trading  conditions,  especially  as 
regards  international  trade,  when  the  Acts  of  1803, 
1842  and  1853  were  passed,  as  compared  with  the  con- 
ditions of  the  present  day.  A tax  imposed  in  the 
circumstances  of  those  times  upon  the  profits  of  non- 
residents trading  in  the  United  Kingdom  through 
agents,  factors  or  receivers,  even  though  such  repre- 
sentatives were  not  assessable  unless  they  had  the 
receipt  of  the  profits,  would  hardly  be  open  to  the 
avoidance  possible  in  present-day  conditions. 

10.300.  (9)  In  the  course  of  time,  however,  the  con- 
ditions of  trade  were  altering,  international  trade 
was  increasing,  and  agenqies  of  many  varieties  were 
being  established.  Cases  began  to  be  stated  for  the 
opinion  of  the  Courts,  and  a series  of  decisions  affect- 
ing the  liability  of  non-residents  and  their  agents 
revealed  the  machinery  defects  in  the  position  of  the 
taxing  authorities.  The  case  of  Erichsen  v.  Last 
(1  Tax  Cas.  351  and  537,  and  4 Tax  Cas.  422),  fol- 
lowed by  the  Wine  Cases,  viz. — 

Tischler  & Co.  v.  Apthorpe  (2  Tax  Cas.  89); 

Pommery  & Greno  v.  Apthorpe  (2  Tax  Cas.  182) ; 

Werle  if;  Co.  v.  Colquhoun  (2  Tax  Cas.  402) ; 

Grainger  & Son  v.  Gough  (3  Tax  Cas.  311  and  462) ; 
were  dealt  with  between  1881  and  1896,  and  the  broad 
lines  of  enquiry  in  deciding  whether  there  was 
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liability  were  (a)  was  the  contract  of  sale  made  in 
the  United  Kingdom?  (6)  did  delivery  take  place  in 
the  United  Kingdom?  (c)  was  the  agent  in  lawful 
receipt  of  the  profits  or  gains? 

The  Revenue  won  all  the  cases  named,  except  the 
last,  but  in  that  case  ( Grainger  & Son  v.  Gough), 
owing  to  the  fact  that  the  French  principal  reserved 
a discretion  as  to  the  execution  of  contracts  offered 
through  his  agents,  and  that  delivery  was  in  a 
technical  sense  made  abroad,  the  House  of  Lords 
decided  that  the  trade  was  not  carried  on  in  this 
country. 

10.301.  (10)  The  anomalous  situation  created  or  re- 
vealed by  these  decisions  was  brought  out  in  evidence 
before  the  Departmental  Committee  on  Income  Tax 
in  1904,  by  Sir  Thomas  Hewitt,  K.C.,  then  Clerk  tp 
the  Commissioners  of  Taxes  for  the  City  of  London. 
In  his  Memorandum  of  Evidence  [Cd.  2576]  he  drew 
attention  to  the  results  of  the  Grainger  v.  Gough 
decision,  and  to  its  necessary  effect  upon  avoidance 
of  tax. 

10.302.  (11)  The  following  passage  is  taken  from 
. page  36  of  the  Appendix  to  the  Report  of  that  Com- 
mittee [Cd.  2576]:  — 

“ In  the  case  of  Grainger  v.  Gough,  . . 

the  House  of  Lords  decided  that  the  appellant 
was  not  liable  to  tax  by  reason  of  the  technicality 
of  the  contracts  for  sale  of  goods  having  been 
made  abroad. 

1 ‘ The  absurd  result  follows  that  two  wine  mer- 
chants selling  the  same  class  of  wine  in  adjoining 
offices  are  not  chargeable  in  the  same  manner. 
If  one  represents  a foreign  firm  the  firm  is 
not  chargeable  by  reason  of  the  little  techni- 
cality of  the  reservation  of  the  right  of 
acceptance  being  retained  by  the  firm  abroad, 
and  one  or  two  other  details  explained  in  the  case 
which  free  the  firm  from  liability  in  respect  of 
the  exercise  of  the  trade  or  business  in  the  United 
Kingdom.  The  foreign  firm  may  • send  over  or 
employ  an  agent  with  a large  number  of  travellers 
to  obtain  orders;  they  may  spend  large  sums  of 
money  in  advertising,  and  yet  escape  liability 
on  the  ground  of  the  form  of  the  contract. 

“ The  above  decision  works  a manifest  injustice 
to  the  English  merchant,  and  operates  to  the 
detriment  of  the  English  trader,  and  is  manifestly 
unfair. 

“ In  the  case  of  Sulley  Bros,  and  other  cases, 
it  was  decided  to  the  effect  that  the  place  of  the 
purchase  of  goods  is  not  the  place  where  the  profits 
are  made,  but  bhat  the  profit  is  merely  made  on 
the  sale  of  the  goods. 

“ I would  suggest,  therefore,  that  a few  words 
should  be  inserted  in  an  Act  to  the  effect  that  the 
exercise  of  a trade  by  foreign  and  colonial  persons 
in  Great  Britain  shall  be  judged  by  the  * habitual 
sale  of  goods  ’ and  the  ‘ habitual  performance  of 
contracts  5 for  valuable  consideration.  This  alter- 
ation w'ould,  in  my  opinion,  be  popular  as  well  as 
cure  a very  considerable  leakage  of  the  subjects 
of  fair  assessment'.  It  would  only  be  an  amend- 
ment of  the  machinery,  and  not  alter  the  proper 
incidence  of  the  tax. 

“ From  my  own  experience,  I know  that  the 
evasion  under  the  provisions  of  the  Act  in  this 
respect  extends,  and  is  daily  more  widely  extend- 
ing, to  Belgian  iron,  to  silks  from  France  and 
elsewhere,  to  wines  from  Germany,  France  and 
Italy,  to  a very  great  extent  to  velvets,  mantles 
and  other  goods  peculiar  to  foreign  trade  from 
various  foreign  countries,  and,  secondly,  to  trade 
from  India  and  the  Colonies.” 

10.303.  (12)  In  the  Minutes  of  Evidence  two  ques- 
tions by  the  Chairman  and  Sir  Thomas  Hewitt’s 
replies  put  the  matter  as  far  as  the  effect  upon 
agencies  is  concerned  in  a nutshell.  [Cd.  2576.] 

“ 1116.  (Q)  I understand  your  point  to  be  that 
where  a foreigner  has  an  agent  in  this  country 
who  makes  contracts  for  him  subject  to  reference 
to  him,  he  is  not  liable  to  Income  Tax  jn  this 
country,  whereas  if  the  agent  is  himself  in  a posi- 
tion to  make  a contract  without  reference  to  the 
principal,  he  is  liable? — (A)  That  is  the  general 
qffect  of  the  decision, 


“ 1117.  ( Q ) You  think  both  these  persons  should 
be  put  in  the  same  position? — (A)  Certainly,  I 
say  that  an  habitual  sale  of  goods,  which  fits  the 
foreign  wines,  &c.,  cases,  or  an  habitual  carrying 
out  of  contracts  for  valuable  consideration,  which 
fits  the  South  African  cases,  ought  to  be  the  test 
of  the  exercise  of  the  trade.” 

The  position  in  1915. 

10.304.  (13)  The  effect  of  the  decisions  already  re- 
ferred to,  and  others  on  similar  lines,  was  to  make  the 
taxation  of  non-residents  trading  here  through  agents 
dependent  upon  mere  technicalities  of  business 
methods.  Whether  the  final  binding  contract  is  made 
in  this  country,  or  is  fixed  by  a formal  advice-note 
from  abroad,  whether  delivery  takes  place  from  a stock 
of  goods  in  London,  or  is  made  through  the  agent  for 
convenience  of  sampling  and  checking,  or  is  made  by 
f.o.b.  delivery  in  a ship  abroad — these  are  questions 
which  do  not  get  to  the  root  of  the  matter  as  regards 
equity  in  the  liability  to  Income  Tax.  It  is  suggested 
that  the  fundamental  questions  ought  to  be — Is  there 
really  a trade  carried  on  in  this  country,  either  by 
the  non-resident  person,  or  by  a duly  authorized  agent 
on  his  behalf?  Does  the  non-resident  use  the  British 
market  for  his  goods  in  such  a way  that  he  is  either 
present  himself  or  by  a representative  who  is  looking 
after  his  interests,  canvassing  for  orders,  interviewing 
customers,  building  up  a goodwill — in  short,  is  he 
obtaining  the  benefit  of  British  law  for  his  goods, 
his  contracts  and  himself? 

10.305.  (14)  The  interpretation  put  upon  the  origi- 
nal taxing  Acts  by  the  Courts  undoubtedly  led  to 
non-resident  traders  availing  themselves  of  the  oppor- 
tunities of  legal  avoidance  so  evidently  displayed. 
It  is  safe  to  say  that  the  large  majority  of  such  per- 
sons took  care  to  arrange  (a)  that  their  British  agents 
had  no  formal  authority  to  accept  orders,  but  must 
refer  to  their  principals,  and  (b)  that  they  should  not 
be  authorized  to  collect  payment,  as  well  as  (c)  in 
some  cases,  that  the  agents  should  not  undertake  the 
delivery  of  the  goods.  In  practice,  comparatively"few 
foreign  houses  of  the  manufacturing  and  merchanting 
class  carry  on  branch  establishments,  a further  small 
proportion  employ  agents  admittedly  liable  to  Income 
Tax  on  their  behalf,  whilst  a large  number  have  in 
the  past  constantly  escaped  taxation  by  observing  a 
few  technicalities. 

10.306.  (15)  The  legislation  of  1915  was  intended  to 
bring  effectively  within  the  Income  Tax  the  true 
profits  of  the  following  classes  of  traders:  — 

(a)  non-residents  who  trade  in  this  country 

through  resident  agents,  but  who  escape 
tax  by  completing  contracts  of  sale  abroad, 
and/or  receiving  payment  abroad. 

( b ) non-residents  trading  in  this  country  through 

recognized  agents  or  branches  who  fail  to 
disclose  the  full  amount  of  their  true  profits. 

(c)  non-residents  who  trade  in  this  country 

through  so-called  purchasers  (either  indi- 
vidual nominees  or  subsidiary  companies), 
who  are  in  fact  dependent  on  the  non- 
residents, though  nominally  and  legally  in- 
dependent. A resident  purchaser  of  this 
class,  who  buys  in  order  to  re-sell,  is  gener- 
ally the  only  person  within  the  United 
Kingdom,  or  a selected  part  of  the  United 
Kingdom,  to  which  the  particular  non- 
resident sells. 

10.307.  (16)  It  was  not  intended  to  attempt  to 

tax:  — 

(a)  non-residents  consigning  goods  to  this  country 

for  sale  by  brokers,  general  commission 
agents,  &c.  (The  last-mentioned  persons 
are  not  regarded  as  the  agents  of  the  non- 
residents in  the  sense  in  which  the  term 
agent  is  used  in  tax  legislation.) 

(b)  non-residents  who  merely  canvass  this  country 

seasonally  for  orders  by  commercial  travel- 
lers or  circulars,  and  who  execute  their 
orders  abroad.  (These  persons  have  no 
resident  agents.) 


508 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


10  September , 1919.] 


Mr.  F.  L.  Mace. 


[Continued. 


Legislative  changes  in  1915. 

10.308.  (17)  The  new  provisions  designed  to  have 
the  above-mentioned  effect  were  those  of  section  31  of 
the  Finance  (No.  2)  Act,  1915,  quoted  in  Appendix 
No.  23.  They  are  now  represented  by  Rules  5 to 
14  of  the  General  Rules  in  the  First  Schedule  of  the 
Income  Tax  Act,  1918,  which  include  also  the  pro- 
visions of  sections  41  and  44  of  1842,  and  section  25  of 
the  Finance  Act,  1918  (Rule  12  of  the  Consolidating 
Act). 

10.309.  (18)  The  position  of  non-residents  trading  in 
the  United  Kingdom,  as  regards  assessment  to  Income 
Tax,  was  altered  by  the  legislation  of  1915  to  the 
following  extent:  — 

(а)  the  non-resident  became  assessable  in  the  name 

of  any  branch  or  manager,  as  well  as  in 
the  name  of  any  factor,  agent  or  receiver. 

(б)  the  non-resident  was  so  assessable,  although 

the  agent,  &c.  might  not  he  in  receipt  of 
the  profits  or  gains  on  behalf  of  his  prin- 
cipal. 

(c)  the  non-resident  became  liable  if  he  derived 

any  profits  or  gains  indirectly  as  well  as 
directly  through  or  from  any  branch, 
agency,  <fcc.,  thereby  surmounting  the  diffi- 
culty which  arose  where  the  contract  and 
delivery  were  made  abroad. 

(d)  the  profits  of  the  non-resident  became  taxable 

in  the  name  of  the  resident  in  cases  of 
arrangement  such  as  those  referred  to  in 
paragraph  15  (c). 

(e)  where  the  profits  accruing  to  the  non-resident 

could  not  be  readily  ascertained,  the  Com- 
missioners might  assess  upon  a percentage 
of  the  turnover — such  percentage  being 
subject  to  appeal. 

(/)  the  recognized  position  that  profits  derived  by 
a non-resident  from  sales  through  a broker 
or  general  commission  agent  were  not  tax- 
able, was  specifically  confirmed. 

(g)  profits  of  a non-resident  arising  from  trans- 
actions with  other  non-residents  were  ex- 
cluded from  the  scope  of  the  extended 
liability. 

Legislation  since  1915. 

10.310.  (19)  The  subject  received  further  considera- 
tion in  1917,  when  Sir  A.  Williamson  put  down  for 
discussion  a clause  on  the  lines  of  the  section  which 
was  afterwards  adopted  in  1918  (section  $5,  Finance 
Act,  1918),  and  which  is  now  represented  by  Rule  12  of 
the  Income  Tax  Act',  1918.  [See  Appendix  No.  23.] 
This  provision  gives  the  resident  person  in  whose 
name  a non-resident  is  chargeable,  the  right  to  have 
the  assessment  made  or  amended  “ on  the  basis  of  the 
profits  which  might  reasonably  be  expected  to  have 
been  earned  by  a merchant,”  or  by  a retailer  (if  the 
goods  are  retailed  by  or  on  behalf  of  the  manufacturer 
or  producer). 

10.311.  (20)  This  provision  operates  only  if  the  goods 
are  produced  or  manufactured  by  the  non-resident 
out  of  the  United  Kingdom,  and  does  not  deprive 
him  of  the  right  of  producing  evidence  that  the  whole 
result  of  his  business  as  a manufacturer  or  producer 
abroad  for  sale  in  the  United  Kingdom  is  a loss,  or 
that  the  profit  on  the  whole  transaction  is  less  than 
a merchant  might  expect. 

10.312.  (21)  The  last-mentioned  provision  completes 
the  legislation  on  the  subject,  and  the  Income  Tax 
Act,  1918,  contains  the  whole  of  the  existing  law,  as 
stated  in  paragraph  17  supra.  For  the  sake  of  con- 
venience of  reference,  the  Rules  therein  mentioned 
are  quoted  in  an  Appendix  to  this  evidence  [ see 
Appendix  No.  23.] 

Criticisms  of  the  present  system. 

10.313.  (22)  In  attempting  to  consider  the  objec- 
tions which  have  been  raised  to  the  present  system 
of  taxing  the  British  profits  of  non-resident  traders, 
it  is  desirable  to  point  out  at  the  outset  that  the 
changes  introduced  in  1915  in  no  way  extended  the 
scope  of  the  charge  contained  in  the  earlier  Income 
Tax  Acts,  but  aimed  at  improvements  of  machinery 
with  a view  to  securing  that  all  businesses  carried  on 


in  the  United  Kingdom  should  be  equally  liable  to 
taxation.  Non-residents  are  personally  outside  the 
jurisdiction  of  British  Courts,  and  can  be  got  at  only 
indirectly,  through  their  agents,  even  where  such  non- 
residents are  mere  legal  entities  such  as  companies 
registered  abroad.  It  has  always  been  recognized  that 
non-residents  may  be  in  a very  real  sense  trading  in 
this  country,  and  may  indeed  derive  a large  part  of 
their  profits  from  an  agency  which  is  to  all  intents 
and  purposes  a branch  in  the  United  Kingdom. 

10.314.  (23)  The  real  difficulty  is  to  decide  the 
proper  limits  of  the  taxation  of  such  profits.  The 
trade  done  by  or  on  behalf  of  non-residents  may  vary 
from  the  clear  case  of  a branch  establishment  to  the 
other  extreme  of  orders  obtained  abroad  by  means  of 
advertisements  or  circulars.  There  is  the  authorized 
regular  agent,  who  may  be  said  to  afford  facilities  to 
customers  almost  equal  to  those  which  would  be 
afforded  if  his  principal  were  personally  present.  He 
may  be  the  sole  agent  in  a certain  area,  or  for  a 
certain  kind  of  goods.  His  business  may  be  entirely 
or  mainly  that  of  furthering  the  interests  of  one 
principal,  or  he  may  act  in  a similar  capacity  for  a 
number  of  principals.  Then  there  is  the  general  com- 
mission agent,  who  sells  any  goods  consigned  to  him 
or  takes  orders  for  transmission  to  any  trader  with 
whom  he  can  get  into  touch,  though  not  regularly 
acting  for  him  nor  authorized  to  describe  himself  as 
the  non-resident’s  agent.  And  there  is  the  broker, 
who  merely  acts  as  salesman  for  goods,  and  has  no 
other  duties  than  to  sell  the  goods  at  the  market 
price  and  remit  the  proceeds,  less  his  charges. 

10.315.  (2)  There  is  nothing  repugnant  to  a sense 
of  justice  in  the  levying  of  an  Income  Tax  in  all 
these  cases.  The  matter  is  essentially  one  of  ex- 
pediency and  not  of  principle.  It  would  be  easy  to 
support  a proposition  that  the  profit  made  in  the 
United  Kingdom  on  every  sale  of  goods  to,  or  per- 
formance of  services  for,  or  making  of  a profitable 
contract  with,  a resident  in  the  United  Kingdom 
should  entail  a payment  of  Income  Tax  to  the  nation’s 
Exchequer.  The  sole  consideration  in  such  matters  is 
the  effect  upon  the  national  welfare.  The  amount  of 
revenue  expected  to  be  received  must  be  weighed 
against  the  disadvantages  arising  from  any  such  ex- 
tension of  the  area  of  taxation. 

10.316.  (25)  The  practical  question,  therefore,  is 
how  far  it  is  expedient  to  carry  a system  of  income 
taxation  dn  the  direction  of  the  limit  referred  to  in 
the  last  paragraph.  The  system  at  present  in  force 
in  the  United  Kingdom  stops  short  after  including  the 
profits  made  by  non-residents  who  employ  authorized 
regular  agents  to  represent  them.  It  is  conceivable 
that  the  scope  of  the  taxation  might  be  extended  or 
might  be  restricted  within  still  narrower  limits. 

10.317.  (26)  The  evidence  which  has  been  given 
before  the  Royal  Commission  on  this  subject  has 
been  mainly  directed  towards  securing  a recommenda- 
tion that  the  existing  scope  is  too  wide,  and  that'  the 
tax  should  revert  to  its  old  position  before  the  1915 
Act  was  passed.  This  means,  of  course,  that  liability 
would  again  become  dependent  on  such  technicalities 
as  where  the  contract  is  signed,  where  delivery  takes 
place,  and  whether  the  agent  is  in  possession  of  his 
principal’s  profits  or  gains. 

10.318.  (27)  It  is  submitted  that  such  a course 
should  not  be  followed  unless  the  arguments  in  its 
favour  are  clear  and  convincing.  The  arguments 
relied  upon  by  the  representatives  of  the  agents  and 
those  who  think  with  them  on  general  grounds  of 
policy  appear  to  be — 

(a)  that  the  present  system  is  unfair  to  the 

British  agents,  and  will  take  away  their 
livelihood — see  the  evidence,  of  Messrs. 
Belfour  and  Reinganum. 

(b)  that  the  entrepot  trade  of  the  United  King- 

dom >is  endangered,  because  British  agencies 
will  be  given  up — see  the  evidence  of  Sir  A. 
Williamson. 

(c)  that  our  tax  policy  will  lead  to  retaliation 

which  will  hurt  us  much  more  than  can  be 
gained  by  the  tax — see  the  evidence  of  Mr. 
Sidney  Webb,  Sir  A.  Williamson,  and 
others. 
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The  British  agencies. 

10.319.  (28)  The  first  of  these  objections  is  concisely 
summed  up  in  the  reply  of  Mr.  Belfour  to  the  Chair- 
man’s question,  number  6183  of  the  Minutes  of 
Evidence : “I  can  quite  understand  that  you  want 
to  get  hold  of  it  ” (i.e.,  the  tax  on  the  non-resident’s 
profit) — “ and  so  would  I,  but  what  we  say  is  that 
we  do  not  want  our  Government  to  try  to  get  hold 
of  it  over  our  bodies.” 

10.320.  (29)  Again  in  Question  6216  this  witness  said 
that  what  he  was  pleading  for  was  the  agent’s  source 
of  livelihood.  The  point  is  therefore,  whether  a con- 
tinuance and  enforcement  of  this  taxation  will  have 
the  effect  of  closing  down  the  British  agencies,  and, 
if  so,  whether  such  effect  must  compel  an  alteration 
of  the  taxing  Acts  to  the  possible  prejudice  of  other 
British  traders. 

10.321.  (30)  In  this  matter,  it  is  suggested  that,  as 
usual,  the  truth  is  to  be  found  in  a moderate  view. 
First  of  all,  there  are  no  indications  that  any  general 
closing  down  of  British  agencies  will  take  place, 
although  cases  of  hardship  may  undoubtedly  arise. 
The  regular  agency  is,  it  is  suggested,  of  too  great  a 
value  to  the  non-resident  to  be  lightly  given  up.  The 
foreign  house  may  send  its  goods  to  a'  broker  or 
general  commission  agent  for  sale  and  escape  the  tax, 
but  where  there  is  keen  competition  to  get  orders  from 
British  merchants  or  retailers  this  is  not  the  way  for 
a foreign  manufacturer  (particularly  if  his  goods  are 
distinguishable  from  others,  unlike  produce  such  as 
wool,  corn,  hides,  raw  material,  etc.)-  to  extend  his 
clientele.  The  proved  way  for  the  manufacturer  to 
make  profits  is  through  a regular  agent  whose  interest 
it  is  to  push  the  sales  of  his  principal.  Non-residents 
can  give  up  the  advantage  of  an  agent  pushing  their 
goods,  and  so  suffer  a decline  of  profits,  or  they  can 
sell  the  goods  outright  to  someone  (perhaps  a former 
agent)  willing  to  accept  financial  responsibility,  but 
in  this  case  they  must  obviously  offer  extra  remunera- 
tion to  the  person  who  undertakes  this  risk.  The 
principals  may  come  over  personally  from  time  to 
time,  but  they  cannot  do  as  well  as  an  agent  always 
available  to  the  trade.  They  may  send  travellers, 
and  perhaps  this  is  the  greatest  danger  to  the  British 
agent  as  the  travellers  might  be  constantly  to  and 
fro  and  do  almost  as  well  for  the  non-resident  as  an 
agent.  It  may  be  that  the  taxing  scheme  should  be 
extended  to  catch  all  cases  of  canvassing  for  orders 
in  the  United  Kingdom,  and  the  non-resident  made 
assessable  through  a traveller  exactly  as  he  is  through 
a regular  agent.*  This  is  a suggestion  which  is 
mentioned  as  a possible  means  of  protecting  the 
regular  agent  and  of  preventing  further  avoidance 
of  tax  when  the  present  law  is  thoroughly  understood. 
At  the  present  time,  without  any  question  of  the 
Income  Tax,  I frequently  hear  it  said  in  the  City  of 
London  that  sales  which  used  to  come  through  the 
agents’  hands  are  now  made  (a)  at  the  place  of 
manufacture  abroad  to  buying  agents  or  branches  of 
the  great  British  merchants,  who  prefer  to  buy  on 
the  spot  and  whose  volume  of  purchases  justifies  a 
buying  office  at  the  important  centres  of  foreign 
manufacture,  or  (6)  direct  to  the  British  customer, 
who  establishes  porsonal  relationship  with  the  foreign 
house  and  sends  his  orders  direct  or  goes  over  to  the 
Continent  occasionally  to  see  the  goods  and  may  (or 
may  not)  get  better  terms  than  the  agent  would  be 
authorized  to  give  him. 

10.322.  (31)  It  may  be  inferred,  therefore,  that 
where  the  volume  of  purchases  by  British  houses  is 
heavy  the  tendency  is  for  these  to  be  made  through 
other  channels  than  the  British  regular  agent.  But 
the  value  of  the  regular  agent  to  the  foreign  manu- 
facturer or  merchant  in  dealing  with  small  houses  or 
in  extending  their  market  can  hardly  be  doubted. 

10.323.  (32)  These  considerations  do  not  suggest 
that  a continuance  and  enforcement  of  the  present 
taxation  will  mean  the  general  closing  down  of  British 
regular  agencies,  and  I would  add  that  very  recent 
personal  experience  has  confirmed  the  view  that  they 
will  not  be  crushed  out  of  existence.  I have  not  yet 

* This  would  have  to  he  done  by  a systemi  of  registration  or 
licensing,  before  a traveller  or  salesman  for  a non-resident  house 
was  permitted  to  sell  goods  here, 


met  with  a case  in  which  the  British  agency  is  to  be 
definitely  abandoned.  Still,  I should  not  like  to  say 
that  some  of  the  smaller  agencies  (in  which  the  agent 
is  of  less  importance  by  reason  of  the  smaller  volume 
of  trade  or  because  the  agent  is  not  so  fully  occupied 
in  the  business  of  a single  foreign  house)  may  not 
suffer  because  of  the  enforcement  of  the  tax. 

The  entrepot  trade. 

10.324.  (33)  The  criticism  which  produces  most  cause 
for  anxiety  to  the  business  world  is  to  the  effect  that 
the  present  system  will  strike  a deadly  blow  at  the 
entrepot  trade  of  this  country.  If  goods  are  diverted 
from  our  market  to  a great  extent,  it  is  of  course 
clear  that  our  shipping,  merchanting,  banking,  insur- 
ance, carrying  and  manufacturing  industries  must 
suffer.  If,  therefore,  the  cost  of  an  Income  Tax  is  to 
include  the  loss  of  considerably  larger  percentages  of 
British  profits  which  now  accrue  indirectly  (and  the 
consequent  loss  of  the  Income  Tax  upon  such  indirect 
profits),  it  may  well  be  urged  that  we  ought  to  aban- 
don the  attempt  to  collect  the  tax  in  question.  And 
when  we  are  assured  by  business  experts  that  these 
results  will  undoubtedly  follow,  it  is  right  that  we 
should  pause  to  consider  the  national  policy.  The 
textile  agents  themselves  have  made  strong  represen- 
tations on  the  subject,  and  the  matter  has  caused  con- 
siderable debate  in  the  House  of  Commons.  Mr. 
Shaw  on  July  16th  last,  referred  to  the  necessity  of 
making  the  channels  of  our  Imperial  trade  broad  and 
deep  and  clearly  marked,  and  Sir  A.  Williamson 
thought  we  were  endangering  our  position  as  the 
market  of  the  world.  [Parliamentary  Daily  Reports, 
16.7.1919.  Cols.  334/8.]  The  evidence  given  by  the 
latter  before  the  Royal  Commission  on  July  17th  con- 
tained the  following  passages  : — 

“ Any  policy  which  injures  our  position  as  the 
most  important  exchange  and  mart  and  financial 
centre  for  international  trade  I submit  requires 
amendment.”  [Minutes  of  Evidence,  Q.  7417.] 
“If,  however,  the  giving  or  continuance  of  a 
regularly  constituted  agency  renders  the  concern 
abroad  (which  is  sometimes  foreign  and  some- 
times British  owned)  liable  to  our  domestic  taxa- 
tion, the  concern  overseas  naturally  null  cease  to 
appoint  such  agents  and  will  tend  to  do  its  busi- 
ness in  other  ways,  which  will  entail  loss  and 
disadvantage  to  us.”  [Q.  7146.] 

“ . . . the  effect  . . . will  probably  be  that 
orders  will  be  given  for  goods  to  travellers  from 
the  United  States  and  elsewhere,  and  that  pro- 
duce, instead  of  being  sold  through  London,  is 
likely  to  be  sold  locally  or  through  agents  estab- 
lished in  some  other  country.  I therefore  believe 
that  this  country  will  lose  much  more  than  the 
Treasury  will  gain  by  the  present  policy.”  [Q. 

10.325.  (34)  The  Royal  Commission  will  no  doubt 
consider  whether  these  results  will  necessarily  follow 
from  an  insistence  on  the  taxation  of  profits  made 
in  trading  here  by  non-residents.  An  official  witness 
is  not  competent  to  offer  an  expert  opinion  on  this 
subject,  but  it  may  be  suggested  that  the  following 
facts  should  be  kept  in  view : — 

(a)  that  British  resident  concerns,  manufactur- 
ing or  buying  raw  material  or  goods  abroad 
for  use  or  sale  in  this  country,  already  bear 
the  full  burden  of  United  Kingdom  Income 
Tax  on  all  their  profits,  even  including 
profits  of  foreign  manufacture  and  impor- 
tation. 

(&)  that  non-resident  concerns  are  asked  to  bear 
tax,  not  upon  profits  of  manufacture 
abroad,  but  merely  upon  profits  such  as  a 
London  merchant  makes  on  buying  at  the 
ports  and  selling  in  London  wholesale  (and 
retail,  if  he  also  sells  retail). 

(c)  that  goods  sold  here  for  transhipment  to  the 
Colonies  or  foreign  countries  are  exempted 
under  Rule  11  of  the  General  Rules  of  the 
Income  Tax  Act,  1918  [See  App.  No.  23], 
so  that  to  this  extent  the  shipment  of 
goods  via  the  United  Kingdom,  and  all  the 
handling,  banking  and  insurance  business 
arising  therefrom,  is  not  disturbed. 
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(d)  that  the  entrepot  trade  of  the  United  King- 

dom may  be  deemed  to  depend  more  upon 
the  extraordnary  advantages  offered  by 
this  country  for  shipping,  finance  and 
marketing,  than  upon  this  question  of 
taxation. 

(e)  that  the  entrepot  trade  is  not  at  present  com- 

plicated by  tariff  questions  which  might 
have  a much  more  important  effect  upon  it 
than  a tax  on  merchanting  profits  made 

here. 

Retaliation. 

10.326.  (35)  In  evidence  before  the  Royal  Com- 
mission it  has  been  stated  by  Sir  A.  Williamson,  Mr. 
Sidney  Webb  and  other  witnesses,  that  the  levying  of 
a tax  on  the  merchanting  profits  of  non-residents  will 
lead  to  retaliation. 

In  his  evidence-in-chief  Mr.  Webb  6aid:  — 

“ It  must  be  remembered that  the 

practice  complained  of  ” (the  avoidance  of  tax 
by  non-resident  importers)  “ is  bilateral.  British 
firms  and  companies  maintain  innumerable 
agencies  abroad  in  connection  with  both  British 
exports  and  British  imports;  and  foreign  coun- 
tries, as  well  as  our  own  Dominions,  where  heavy 
Income  Taxes  are  now  levied,  might  equally 
claim  to  assess  locally,  not  merely  agency  salaries 
and  commissions,  but  also  the  whole  profits  on  the 
transactions.  This  country  would  not,  on  balance, 
be  the  gainer.”  [Minutes  of  Evidence,  Q.  6893.] 

10.327.  (36)  In  this  connection  it  may  be  pointed 
out — 

(a)  that  several  of  our  Dominions  and  Colonies 

already  levy  a tax  on  such  agencies  by  es- 
timating their  trading  profits  on  a percen- 
tage basis.  (The  systems  of  the  various 
Australian  States  contained  provisions  to 
this  effect  even  before  the  change  was  made 
in  the  United  Kingdom  in  1915) ; 

( b ) that  foreign  countries,  unlike  this  country, 

levy  an  import  duty  on  the  goods  which 
we  send  them,  which  renders  the  question 
of  an  Income  Tax  on  profits  made  by  non- 
resident importers  of  less  importance  to 
them,  although  it  is,  of  course,  a fact  that 
if  their  Income  Tax  systems  tax  the  mer- 
chanting profits  of  resident  importers  while 
exempting  those  of  non-resident  importers, 
the  inequality  remedied  by  our  1915  Act  is 
present  in  those  countries,  apart  from  any 
question  of  an  import  duty; 

(c)  retaliation  in  Income  Tax  is  to  be  feared  only 

if  the  British  trader  were  singled  out  from 
other  traders  for  such  treatment,  just  as 
it  is  considered  that  those  who  complain  of 
our  system  have  no  grievance  if  we  treat 
all  nationalities  alike,  as  it  is  the  constant 
practioe  of  our  taxation  to  do. 

Other  criticisms  and  suggestions. 

10.328.  (37)  The  observations  contained  in  the  pre- 
ceding paragraphs  (28  to  36)  have  been  concerned 
with  such  radical  criticisms  of  the  present  system  as 
could  be  satisfied  only  by  the  entire  abandonment  of 
the  legislative  changes  of  1915,  or  at  least  by  the 
abandonment  of  the  change  represented  by  Rule  6 
of  the  General  Rules,  Income  Tax  Act,  1918  [See  App. 
No.  23]  (which  makes  the  non-resident'  assessable  if  he 
derives  any  profit  directly  or  indirectly  through  or 
from  any  agency,  &c.).  It  is  suggested,  however,  that 
Rule  6 is  an  essential  part  of  any  real  attempt  at 
equality  of  treatment  as  between  residents  and  non- 
residents. Under  the  system  which  prevailed  before 
1915,  the  non-resident  escaped  income  taxation  on 
his  trade  in  the  United  Kingdom  if  he  guarded  him- 
self from  completing  his  contracts  here.  His  profits 
might  arise  to  a very  material  extent  in  this  country, 
but  a technicality  saved  him  from  being  liable  to  the 
same  tax  as  his  British  competitors.  At  the  present 
time,  with  an  Income  Tax  of  six  shillings  in  the  pound 
a return  to  that  system  would,  it  is  considered, 
entail  still  more  avoidance  of  tax  than  before  1915, 
as  it  could  hardly  be  expected  that  branch  establish- 
ments in  the  United  Kingdom  would  remain  in  exis- 
tence when  their  metamorphosis  into  agencies  might 
free  them  from  liability. 


10.329.  (38)  Apart,  however,  from  the  fundamental 
criticisms  which  have  been  referred  to,  various  defects 
of  the  existing  system  have  been  brought  to  the  notice 
of  the  Royal  Commission. 

10.330.  (39)  First  of  all,  there  is  the  defect  of  the 
uncertainty  of  the  liability.  Nothing  in  taxation  is 
more  annoying  to  a trader  than  uncertainty  as  to  the 
approximate  amount  payable.  And  in  the  subject 
under  consideration  there  is  still  some  uncertainty  in 
the  minds  of  the  non-residents  and  their  agents 
whether  any  tax  is  payable  at  all.  This  is  because 
they  have  been  advised  in  some  quarters  that,  in  spite 
of  the  broad  language  of  Rule  6,  the  question  of 
liability  still  depends  on  the  old  technicalities  upon 
which  the  Court  cases  referred  to  in  paragraph  11 
were  decided.  No  case  on  this  point  has  at  present 
reached  the  Courts  since  the  1915  Act  came  into  opera- 
tion, although  there  have  been  appeals  heard  and  de- 
cided by  the  Special  or  General  Commissioners  of  In- 
come Tax,  and  it  may  be  that  some  of  these  will  go  on 
to  the  Courts.  It  is,  of  course,  most  desirable  that 
any  existing  doubt  on  this  fundamental  issue  should 
be  dispelled. 

10.331.  (40)  In  this  connection  a further  point  is 
sometimes  taken,  viz.,  that  there  may  be  no  tax  pay- 
able, not  because  of  any  doubt  as  to  the  law,  but 
because  it  is  alleged  that  the  merchanting  profit  men- 
tioned by  Rule  12  of  the  General  Rules  does  not  exist 
in  some  cases.  The  agent  in  whose  name  a non-resi- 
dent trader  is  assessed  sometimes  arms  himself  with 
proof  that  his  principals  sell  goods  at  their  place  of 
manufacture  or  production  at  precisely  the  same 
prices  as  (or  even  higher  prioes  than)  those  which  they 
obtain  in  the  United  Kingdom,  and  he  feels  convinced 
that  this  fact  cancels  all  possible  liability.  It  should 
be  borne  in  mind,  however,  that  the  Rule  speaks  of 
“ the  profits  which  might  reasonably  be  expected  to 
have  been  earned  by  a merchant,  or,  where  the  goods 
are  retailed,  by  or  on  behalf  of  the  manufacturer  or 
producer,  by  a retailer  of  the  goods  sold,  who  had 
bought  from  the  manufacturer  or  producer  direct.” 
[Income  Tax  Act,  1918.  General  Rules,  Rule  12  (see 
App.  No.  23).] 

It  is  clear  that  a merchant  or  retailer  would  not  buy 
the  goods  abroad,  risking  his  capital  until  he  recovered 
the  price  from  his  customers,  unless  he  had  a reason- 
able expectation  of  a profit  sufficient  to  yield  him  in- 
terest on  his  capital,  profit  on  his  risk  and  remunera- 
tion for  his  efforts.  This,  it  is  submitted,  is  what  the 
Rule  means  shall  be  taken  as  an  alternative  basis  of 
assessment.  And  this  view,  it  is  considered,  has  been 
overlooked  by  some  witnesses  who  have  stated  to  the 
Royal  Commission  that  the  agent’s  commission  ought 
to  be  regarded  as  the  full  profit  made  in  the  United 
Kingdom.  [Minutes  of  Evidence,  Q.  6154/5,  6893, 
7418.]  The  elements  of  risk  and  of  interest  shotild 
not  be  ignored. 

10.332.  (41)  There  shill  remains  the  uncertainty  as 
to  the  measure  of  the  liability.  The  evidence  of  Mr. 
Luya  on  this  point  emphasizes  the  trader’s  desire  to 
be  able  to  foresee  his  responsibilities:  — 

“ What  are  required  here  ” (he  says)  “ are  pre- 
cisely defined  conditions  which  the  ordinary  busi- 
ness man  can  understand  and  calculate  upon,  so 
that  he  can  tell  a non-resident  desiring  to  do  busi- 
ness with  him  exactly  what  his  liability  will  be  in 
respect  of  taxation.”  [Minutes  of  Evidence,  Q. 
5474.] 

10.333.  (42)  The  same  witness  made  suggestions  in 
the  final  paragraph  [Q.  5485]  of  his  evidence-in-chief 
as  follows : — 

“ . . . it  is  of  vital  importance  that  any 

scheme  of  taxation  should  have  incorporated  in  it 
provision  for : — 

“ (a)  notification  in  advance  to  non-residents 
of  their  taxation  liabilities  for  such  a 
period  as  would  enable  them  to  make 
provision  therefor; 

“ (b)  some  provision  for  the  non-alteration  of 
sqch  liabilities  for  an  agreed  term ; 
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“(c)  a reasonable  limitation  of  time  within 
which  an  assessment  must  be  made; 

“ ( d ) restrictions  on  the  power  of  the  Com- 
missioners of  Inland  Revenue  to 
assume  profits.” 

10.334.  (43)  These  suggestions,  it  is  submitted,  go 
beyond  the  needs  of  the  situation.  They  reveal  one 
dominant  motive,  viz.,  the  desire  to  have  the  tax  so 
definitely  fixed  in  advance  that  the  trader  might  be 
enabled  (if  permitted  by  competition)  to  add  the  duty 
to  his  price,  and  so  pass  on  the  burden  to  the  pur- 
chaser. In  other  words,  Mr.  Luya  asks  that  the  In- 
come Tax  on  the  trading  profits  of  the  firms  he  repre- 
sents shall  be  converted  into  what  would  really  be  a 
small  import  duty  on  meat.  In  the  case  of  that  com- 
modity there  is  little  doubt  who  would  ultimately  bear 
the  burden. 

10.335.  (44)  As  regards  Mr.  Luya’s  suggestion  (d), 
the  idea  seems  to  be  that,  whatever  the  profits  might 
actually  be,  the  Revenue  should  be  limited  as  to  the 
percentage  , upon  which  the  assessment  may  be  based 
under  Rule  8.  Inasmuch,  however,  as  the  witness  was 
complaining  of  the  adoption  of  4 per  cent,  by  the  Com- 
missioners it  is  hardly  likely  that  any  general  limita- 
tion of  percentage  assessments  would  affect  his  case. 

10.336.  (45)  It  is  essential  that  an  Income  Tax  shall 
have  some  real  reference  to  the  amount  of  profit 
actually  made.  Otherwise  it  loses  its  character  and 
tends  to  become  an  import  duty  and  a trading  ex- 
pense. The  idea  of  fixing  a general  percentage  for 
all  non-resident  cases  has  appealed  to  many  people, 
but  it  is  considered  that  no  fixed  percentage  could 
operate  fairly  in  all  cases.  The  range  of  profits  is  too 
wide,  from  the  small  percentage  made  on  sales  of  raw 
material  and  produce  to  the  high  percentage  made  on 
manufactured  and  proprietary  articles.  A percentage 
basis  appropriate  to  the  latter  might  have  a disastrous 
effect  upon  the  former,  and  it  is  reasonable  to  consider 
also  that  the  interests  of  the  United  Kingdom  point  to 
greater  caution  being  necessary  in  taxing  the  former 
than  the  latter.  The  produce  which  might  be  kept  out 
of  our  markets  by  an  unduly  heavy  Income  Tax,  and 
the  agencies  which  might  be  deemed  to  be  jeopardised, 
are  precisely  those  in  which  the  turnover  is  largest  in 
bulk  and  the  goods  of  most  importance  to  the  com- 
munity, while  the  reasonable  merclianting  profit  might 
be  expected  to  be  a small  percentage.  On  the  other 
hand,  the  manufactured  articles,  the  patent  medi- 
cines, the  luxuries,  which  normally  yield  a high  rate 
of  profit  to  the  manufacturer  and  the  merchant  (and 
a higher  commission  to  the  agent)  are  mainly  those 
which  are  less  important  to  British  industry,  and 
which  enter  more  into  competition  with  the  produce 
of  this  country. 

10.337.  (46)  Not  only,  therefore,  is  no  single  per- 
centage basis  applicable,  but  even  a limit  of  percent- 
age upon  which  Income  Tax  could  be  assessed  would 
tend  to  be  one  which  could  afford  no  satisfaction  to 
the  importer  of  raw  materials  or  food. 

10.338.  (47)  In  conclusion,  the  possibility  of  it 
becoming  necessary  to  extend  the  area  of  the  taxation 
of  non-residents  on  the  lines  referred  to  in  paragraph 
30  of  this  evidence  should  not  be  forgotten.  Such  an 
extension  might  be  in  the  interests  of  the  regular 
agents,  as  well  as  of  the  Exchequer,  if  trade  now  done 
through  those  regular  channels  should  be  found  to  be 
diverted  into  the  hands  of  travellers  or  salesmen. 

[This  concludes  the  evidence-in-chief .] 

L0,339.  Chairman : This  is  a very  interesting  paper 
of  yours,  and  it  willi  help  us  in  the  elucidation  of  one 
of  the  most  difficult  questions  with  which  we  have 
to  deal.  The  process  is  that  you  will  be  examined 
by  the  Commissioners  on  your  papers;  we  do  not 
ask  you  to  read  it,  the  points  will  arise  on  examina- 
tion. I will  ask  Sir  Thomas  Whittaker  first  to 
question  you  upon  it. 

10,340.  Sir  T.  Whittaker:  The  case  we  have  to 
consider  now,  as  I understand  it,  is  the  case  of 
foreigners  or  foreign  firms  trading  here  in  this 
country  and  as  to  how  they  should  lie  taxed ? — Yes, 
that  is  so. 


10.341.  The  practical  point  is,  is  it  not,  whether 
we  shall  lose  more  by  taxing  them  than  we  shall 
gain? — That  is  one  of  the  points  involved. 

10.342.  There  is  no  point  of  equity,  surely?  We 
are  at  liberty  to  tax  if  we  wish? — Yes. 

10.343.  It  is  a question  of  the  balance  of  advan- 
tages, whether  the  taxation  would  drive  from  this 
country  trade  which,  if  it  were  not  driven  away, 
would  so  increase  the  income  of  the  country  in  other 
directions  as  to  more  than  balance  the  first  direct 
loss? — Yes,  it  is  entirely  a question  of  expediency, 
I think,  as  to  this  country’s  policy. 

10.344.  And  that  being  so,  it  becomes  one  of  great 
difficulty  to  ascertain  what  is  the  balance  of  loss  or 
gain? — I quite  agree. 

10.345.  At  present,  if  there  is  a branch  here  the 
firm  or  company  is  taxed? — Yes. 

10.346.  If  they  send  travellers  here  they  are  not? 
—No. 

10.347.  There  is  no  equitable  difference  there,  is 
there?— Yes,  I think  there  is  a difference.  The  firm 
that  has  a branch  here  has  a branch  that  is  carrying 
on  business  in  this  country,  but  if  it  sends  travellers 
here  it  is  carrying  on  its  business  abroad. 

10.348.  Surely,  if  it  puts  its  travellers  in  an  office 
in  London  and  they  work  from  there  instead  of 
travelling  about  and  staying  at  hotels  the  position 
would  really  be  substantially  the  same? — They  may 
have  established  a branch  by  taking  an  office  and 
sending  their  travellers  from  that  place.  It  is 
entirely  a question  of  which  ^ide  of  the  borderline 

the  particular  case  falls. 

10.349.  And  the  borderline  may  be  a very  thin 
one? — Yes,  I quite  agree. 

10.350.  If  you  are  to  tax  in  the  case  where  they 
send  travellers,  there  is  no  other  practical  means  of 
doing  so  than  by  taxing  on  the  turnover? — I think 
it  would  Tesolve  itself  into  a tax  on  the  turnover  in 
practice.  You  could,  of  course,  ask  them  what  profit 
they  made,  but  it  would  be  extremely  difficult  for 
them  to  tell  you. 

10.351.  But  you  could  not  do  that  until  you  got 
registration  of  travellers,  or  something  of  that  kind? 
—You  would  have  to  have  that. 

10.352.  A very  considerable  departure? — Yes,  quite 
a departure. 

10.353.  Have  you  formed  any  estimate  yourself  of 
the  balance  of  the  financial  advantage  which  would 
result  from  freeing  these  people  from  taxation,  or 
otherwise? — Are  you  speaking  purely  of  the  amount 
of  the  tax? 

10.354.  Yes. — Or  the  trade  that  might  be  lost  to 
this  country? 

10.355.  Of  course,  that  is  very  difficult  to  estimate, 
because  one  thinks  again  of  the  tax  you  would  get 
as  a result  of  their  trading  in  this  country  ?— Quite 
so.  I have  formed  no  opinion  at  all  as  to  figures, 
and  I think  it  would  be  quite  impossible  to  forecast  it. 

10.356.  I appreciate  very  much  indeed  the  value  of 
this  paper;  it  is  an  extremely  valuable  paper.— Thank 

y°10,357.  Mr.  Pretyman : I think  we  all  feel  that  it  is 
a valuable  and  interesting  paper.  Arising  out  of 
what  Sir  Thomas  Whittaker  has  just  asked  you,  I see 
that  in  the  beginning  of  your  paper  you  bring  this 
in:  “ annual  profits  or  gains  arising  or  accruing  to 
any  person  whatever,  whether  a subject  of  Hei 
Majesty  or  not,  although  not  resident  in  the  United 
Kingdom,  from  any  profession,  trade,  employment 
or  vocation  exercised  within  the  United  Kingdom. 
Where  you  differentiate  between  the  traveller  and 
the  agent  is  that  one  is  really  carrying  on  a trade  in 
the  United  Kingdom,  and  the  other  is  not?— Yes, 
that'isso.  . , _ m 

10  358.  Is  not  the  real  principle  of  the  Income  lax 
this : that  the  fundamental  principles  recognized  are. 
first  of  all,  that  a tax  may  properly  be  levied  bv 
the  Government  of  the  country  in  which  the  income 
arises,  and  secondly,  that  a tax  may  be  properly 
leviable  by  the  Government  of  the  country  in  wire 
the  recipient  of  the  income  resides?  The  first  prin- 
ciple is  that  a tax  may  properly  be  levied  by  tlie 
Government  of  the  country  in  which  the  inwimf 
arises.  Is  not  the  phrase  which  you  have  used  here 
pierely  the  interpretation  in  the  light  of  existing 
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circumstances  at  the  time  that  phrase  was  coined  of 
getting  at  the  principle  of  the  country  in  which  the 
income  arises,  and  is  it  not,  according  to  the  theory 
of  taxing  where  the  income  arises,  just  as  legitimate 
to  tax  the  traveller  as  it  is  to  tax  the  income  obtained 
through  an  agent?  The  income  arises  equally  in 
this  country  in  both  cases? — I think  that  is  rather  a 
matter  of  opinion,  is  it  not? 

10.359.  I want  to  get  at  what  your  opinion  is 
about  that;  what  is  the  Inland  Revenue  view  of  it? 
— The  basis  of  this  part  of  the  Income  Tax  is  a 
business  exercised  in  this  country.  If  you  think  that 
a traveller  is  exercising  the  business  of  his  principal 
in  this  country,  of  course  that  may  appear  to  be  a 
proper  subject  of  income  taxation. 

10.360.  The  income  arises  here? — The  profit  arises 
from  the  sale  here,  I agree. 

10.361.  Looking  at  it  from  the  broadest  point  of 
view  of  principle,  is  it  not  the  intention  of  the  Legis- 
lature, not  only  in  this  country  -but  anywhere, 
that  when  they  tax  income  arising  in  the 
country  they  tax  it  irrespective  of  the  methods  by 
which  it  is  obtained,  whether  through  travellers  or 
agencies,  or  how  it  is  obtained? — Yes,  but'  at  present 
the  Income  Tax  system  here  has  quite  consistently 
refused  to  regard  such  sales  made  by  travellers  as 
being  a business  carried  on  in  this  country. 

10.362.  I quite  understand  that.  All  that  the 
courts  of  law  can  do,  of  course,  is  to  interpret  the 
English ; they  do  not  interpret  the  intentions  of 
Parliament  except  by  the  expression  of  those  in- 
tentions in  the  Acts.  You  get  certain  verbiage  put 
into  Acts  with  a certain  intention,  which  the  courts 
of  law  may  find  have  a very  different  operation? — 
Yes. 

10.363.  Is  it  your  view  that  the  principle  upon 
which  the  Income  Tax  should  be  levied  should  be  on 
all  profits  which  are  made  in  this  country,  or  only 
on  profits  arising  out  of  businesses  which  may  be 
actually  said  to  exist  in  this  country? — As  a matter 
of  principle  I should  personally  agree  that  it  is  quite 
right  to  try  to  get  a tax  on  all  trade  done  by 
travellers  as  well  as  by  agents,  if  you  can  do  it. 

10.364.  That  brings  me  to  the  second  question  I 
was  going  to  ask  you.  You  told  Sir  Thomas 
Whittaker  that  you  regarded  ’ this  purely  as  a ques- 
tion of  expediency? — Yes. 

10.365.  Would  you  not  qualify  that  by  saying  that 
at  any  rate  you  would  include  under  expediency  the 
very  serious  administrative  difficulty? — Absolutely, 
yes. 

10.366.  I think  he  rather  put  it  to  you  that  the 
question  of  expediency  was  simply  a question  of  what 
you  were  going  to  get  and  what  you  were  going 
to  lose? — Yes. 

10.367.  It  is  not  only  a question  of  what  you  are 
going  to  get  and  what  you  are  going  to  lose,  but  it 
is  also  a question  of  how  you  are  going  to  get  it,  and 
the  administrative  difficulties  which  are  so  compli- 
cated?— Yes,  I included  that  all  in  the  question  of 
expediency.  It  is  rather  a loose  word,  but  still  I had 
that  in  mind. 

10.368.  You  are  aware,  I suppose,  that  we  are 
asked  to  simplify  the  Income  Tax? — Yes. 

10.369.  Is  it  not  possible  when  we  have  made  some 
of  these  reforms  that  it  will  be  an  even  greater  maze 
than  it  is  now  ? — Yes,  and  I am  afraid,  speaking  for 
the  Department,  we  should  have  very  serious 
difficulty. 

10.370.  I want  to  ask  you  another  generaT  question. 
Is  it  your  opinion  that,  before  the  war  particularly, 
trade  tended  to  become  constantly  more  cosmo- 
politan?— Yes,  certainly. 

10.371.  The  war,  I think  you  will  agree,  has  checked 
that  for  the  moment? — Yes,  temporarily. 

10.372.  Do  you  think  that  trade  will  now  again, 
gradually  at  first,  but  later  more  rapidly,  flow  back 
into  cosmopolitan  channels  ? — I am  afraid  my  opinion 
is  not  worth  much  on  that  point,  but  I should  say  it 
certainly  looks  like  it  ; I should  expect  it  to  do  so. 

10.373.  Does  not  the  difficulty  of  this  particular 
phase  of  Income  Tax  largely  arise  from  that  ten- 
dency of  trade  constantly  to  become  more  cosmo- 
politan ?— Yes,  the  difficulty  would  be  intensified  by 
that. 


10.374.  Is  it  not  a difficulty  which  will  increase 
rather  than  diminish  P — Yes,  certainly. 

10.375.  That  makes  this  in  one  sense  more  im- 
portant and  in  another  sense  more  difficult? — Yes. 

10.376.  That  is  to  say  this  phase  of  it? — Yes. 

10.377.  Does  this  paper  of  yours  look  ahead  from 
that  point  of  view  as  well  as  deal  with  the  present 
position;  is  not  that  very  important? — I have  not 
given  much  of  my  paper  to  looking  ahead;  I have 
considered  the  difficulties  of  the  moment. 

10.378.  But  looking  at  it  from  the  point  of  view 
that  I have  mentioned,  some  of  those  difficulties  are 
liable  to  be  accentuated  in  future  by  that  tendency 
of  trade  to  become  more  cosmopolitan? — That  is  so. 

10.379.  Ought  they  not  to  receive  very  special 
attention?  Is  it  not'  very  important  in  an  inquiry 
of  this  kind,  if  we  are  hoping  to  get  an  increase  of 
revenue  in  a certain  form  of  taxation,  to  see  whether 
that  tendency  will  be  one  which  will  grow  or 
diminish? — Very  important  indeed. 

10.380.  And  you  must  look  at  those  tendencies? — 
Yes. 

10.381.  I do  not  know  whether  you  could  consider 
that?  I may  say  I am  very  much  impressed  by  the 
ability  of  this  paper  of  yours? — It  is  so  exceedingly 
difficult  to  forecast  what  will  happen  in  the  future. 

10.382.  Perhaps  you  could  give  that  point  of  view 
a little  thought,  because  your  paper  is  a very  able 
one,  and  deals  with  exactly  existing  conditions. 
Perhaps  you  could  think  of  it  from  that  point  of 
view,  and  if  anything  occurs  to  you  which  you  think 
will  help  us  you  will  let  us  have  it.  On  the  specific 
points,  what  really  has  brought  this  question  largely 
before  us  is  the  grievance  of  the  British  agent  under 
present  conditions  ? — Yes. 

10.383.  And  the  tendency  at  present  is  naturally  for 
foreigners  trading  in  this  country  to  cease  doing 
their  trade  through  a regular  agency  and  to  do  it 
either  through  travellers  or  a commission  agent? — I 
have  not  come  across  that  at  present.  I have  put 
that  in  my  paper  as  a possibility,  but  I have  no 
experience  of  that  coming  into  operation. 

10.384.  It  is  put  forward  as  the  grievance  of  the 
agent  that  that  will  be  and  must  be  the  tendency, 
naturally? — Yes,  there  must  be  a tendency  although 
it  may  only  be  a slight  one. 

10.385.  In  your  paper  you  deal  with  that.  You  say 
there  may  be  counterbalancing  advantages  in  dealing 
with  a regular  agent,  who  will  be  a much  more  zealous 
canvasser  than  the  man  who  is  less  interested  per- 
sonally?— Yes. 

10.386.  Then  comes  the  point  that  I really  put  to 
you  just  now,  that  under  the  original  conception  of 
the  Income  Tax  the  man  who  sells  in  this  country 
and  makes  profit  by  doing  so  would  be  held  to  be 
trading  here  whatever  his  methods  might  be? — I 
should  not  like  to  agree  that  that  is  the  interpretation 
of  the  original  Act,  that  because  he  sells  in  this 
country  he  makes  a profit  here. 

10.387.  Presumably  everybody  who  sells  sells  to 
make  a profit? — Yes. 

10.388.  And  he  would  not  be  taxed  unless  he  did 
make  a profit? — It  has  always  been  held  that  he  was 
making  his  profit  at  his  place  of  business. 

10.389.  Yes,  quite.  It  has  also  been  held  that  no 
profit  takes  place  except  on  sale? — Yes. 

10.390.  And  where  the  sale  takes  place  here,  the 
profit  must  arise  here? — He  gets  a profit  through 
selling  in  this  country,  certainly. 

10.391.  And  on  selling  in  this  oountry? — Yes,  he 
does. 

10.392.  Do  not  those  two  doctrines  rather  conflict? 
— I think  rather  what  we  have  been  going  on  hitherto 
is  that  a business  must  have  a place  where  it  is  car- 
ried on,  just  as  we  settle  where  a business  shall  be 
assessed  in  this  country,  at  some  place.  It  is  a place 
of  business,  and  the  travellers  are  sent  out  from  that 
place,  and  they  return  to  that-  place  and  report. 

10.393.  So  that  theoretically  the  sale  takes  place 
abroad,  and  the  purchase  here;  is  that  what  you 
mean? — Up  to  the  present  we  have  accepted  the  view 
that  the  profits  arising  from  canvassing  for  orders 
by  a traveller  are  made  at  the  place  of  business  of  his 
principal,  so  that  if  a branch  or  a regular  agency  is 
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set  up,  then  the  profits  are  made  at  that  place  of 
business — the  place  where  his  principal  trades  in  this 
country.  If  no  such  branch  or  agency  is  set  up,  then 
the  non-resident  is  trading  abroad  and  merely  sending 
over  a man  to  come  to  terms  with  the  customer. 

10.394.  That  is  rather  the  point  to  which  we  have 
got  to  direct  ourselves? — Yes,  as  to  where  the  profits 
are  made. 

10.395.  In  this  case  the  goods  are  sold  here? — Yes. 

10.396.  From  a business  controlled  abroad? — Yes. 

10.397 . In  one  case  through  an  agent  and  in  another 
case  through  the  traveller? — Yes. 

10.398.  In  one  case,  at  present,  they  are  taxed,  and 
in  the  other  case  they  are  not,  and  what  we  have  to 
consider  is  whether  that  is  equitable  and  whether  it 
is  to  the  advantage  of  the  Revenue? — Yes. 

10.399.  I do  not  know  that  in  your  paper  you  express 
a very  clear  opinion  on  that.  You  give  us  all  the 
pros  and  cons  very  ably,  but  have  you  come  to  any 
very  clear  decision  in  your  own  mind  on  that  main 
point? — The  only  conclusion  I have  come  to  personally 
is  that  shown  by  my  paper,  namely,  that  it  is  no 
part  of  my  intention  to  press  for  an  extension  of 
the  area  of  tax  at  present;  I am  not  expressing  an 
opinion  in  that  connection  at  all. 

10.400.  Chairman : Are  not  you  going  to  express 
an  opinion  on  the  difference  between  a traveller  and 
an  agent,  because  the  traveller  is  taking  the  place  of 
the  agent?  Because  the  agent  is  taxed  they  now 
send  travellers.  Are  not  you  going  to  say  that  the 
Inland  Revenue  suggest  that  they  should  be  treated 
alike? — I am  not  suggesting  that  for  the  Inland 
Revenue. 

10.401.  But  do  you  not  think  it  is  right  that  it 
should  be  so? — It  is  really  a question  which  we  have 
not  gone  into  to  that  extent;  we  are  taken  up  at  the 
present  moment  with  trying  to  carry  out  the  Act  as 
it  exists.  It  has  not  really  been  thoroughly  carried 
out  yet.  We  have  not  had  time. 

10.402.  Mr.  Pretyman : We  are  not  here  so  much  to 
consider  the  Act  as  it  exists  as  to  consider  how  the 
Act  may  be  altered.  What  we  want  to  get  at  is  the 
question  of  principle,  and  the  question  of  balance 
of  advantage  and  disadvantage.  We  have  got  this 
very  clear  case  that  the  foreigner  is  selling  his  goods 
here  in  one  case  through  an  agent  and  in  another 
case  through  a traveller? — Yes. 

10.403.  You  give  us  all  the  consequences  of  that 
very  clearly  and  very  ably,  and  you  have  been  study- 
ing under  the  existing  law  how  much  tax  you  can 
equitably  obtain — that  is  under  the  existing  law  as 
interpreted  by  the  Courts.  Our  point  is,  taking  your 
very  clear  explanation  of  what  happens  now  under 
the  existing  law,  are  we  going  to  suggest  any  altera- 
tion of  it?  Would  you  not  assent  to  this  proposition, 
that  there  is  really  no  difference  in  principle  whatever 
whether  the  foreigner  sella  through  an  agent  or 
through  a traveller,  and  that  either  both  of  them  or 
neither  of  them  should  be  taxed? — My  answer  really 
is,  as  I said  before,  that  I see  no  objection  in  theory 
to  taxing  the  sales  through  the  traveller.  But  I do 
Bee  several  objections  from  the  point  of  view  of  an 
Income  Tax ; I think  it  will  become  almost  an  import 
duty. 

10.404.  Is  that  in  itself  an  objection,  necessarily? 
— That  is,  of  course,  a tariff  question  really. 

10.405.  It  becomes  an  import  duty  if  you  tax  the 
turnover? — Yes;  that  is  why  I hesitate  about  the 
whole  thing.  I think  that  this  tends  to  become  a 
tax  on  turnover. 

10.406.  Why  is  it  more  or  less  a tax  on  turnover 
when  you  tax  an  agent  or  when  you  tax  through  a 
traveller;  what  is  the  difference? — It  is  a little 
further  in  that  direction.  In  taxing  through  the 
agent  we  shall  still  try  our  best  to  get  at  the 
actual  profit  made.  We  are  not  pressing  to  apply 
a fixed  percentage  all  round,  and  I should  not  like 
to  express  an  opinion  that  'that  would  he  right.  We 
try  to  get  at  the  cases  which  really  make  profits, 
and  as  long  as  we  charge  Income  Tax  in  those  cases 
which  make  profits  and  do  not  charge  Income  Tax 
in  those  cases  which  do  not  make  profits,  I think  we 


are  keeping  well  within  Income  Tax  theory,  and  in 
my  opinion  that  tax  cannot  normally  be  passed  on  to 
the  consumer. 

10.407.  At  present  that  can  be  done  when  the  sale 
is  through  an  agent? — Yes. 

10.408.  Would  it  not  be  possible  by  licensing 
travellers  still  to  maintain  that  and  tax  the  business 
done  through  the  travellers;  what  is  the  essential 
difference? — I do  not  think  there  is  any  essential  dif- 
ference really. 

10.409.  Could  not  some  scheme  he  devised  for  doing 
it  and  still  maintain  that  dividing  line,  which  I 
agree  is  an  important  one?  The  difference  between 
an  import  duty  and  Income  Tax  is  that  one  is  charged 
on  profits  and  the  other  is  charged  on  turnover? — 
Yes;  it  bristles  with  difficulties,  I think.  I should 
like  to  see  a tax  paid  on  every  profitable  sale  in  this 
country,  if  it  could  he  done ; I am  quite  in  sympathy 
with  that. 

10.410.  There  is  a tax  now  on  every  profitable  sale 
where  the  seller  is  within  the  ambit  of  the  Income 
Tax? — Yes,  with  this  exception,  as  you  say — these 
people  who  come  from  abroad. 

10.411.  Yes.  It  does  not  seem  right  or  fair  that 
where  all  sales  are  taxed  where  the  seller  is  within 
the  Income  Tax,  those  people  alone  should  escape ; 
and  does  not  the  present  rate  of  Income  Tax  make 
that  difference  of  enormously  greater  importance  than 
it  used  to  be  ? — Might  I say  here  that  if  it  is  proposed 
to  tax  the  traveller  I presume  you  would  have  to  deal 
with  the  broker  and  the  general  commission  agent? 

10.412.  Certainly;  I only  used  traveller  for  short;  I 
include  the  broker  ? — I think  we  are  getting  on  to  very 
doubtful  ground  if  we  are  going  hack  on  the  decision 
of  1915  and  try  to  tax  the  broker,  because  the  exemp- 
tion of  brokers  was  specially  introduced,  or  confirmed 
at  that  time  because  of  the  serious  objections  brought 
forward  by  the  produce  people  of  London,  I think. 
Rule  No.  10,  I think  it  is,  was  the  answer  to  the 
danger  to  the  consignment  trade  of  London.  I am 
now  going  rather  outside  the  function  of  a mere  tax- 
ing official. 

10.413.  We  want  you  to  do  that? — I think  the 
consignment  trade  of  London  was  rather  feeling 
itself  in  danger,  so  Rule  10  was  specially  introduced 
to  guard  them  from  any  attacks  from  our  Depart- 
ment. Then  there  was  another  danger,  and  that  was 
the  danger  of  the  entrepot  trade,  popularly  speaking. 
I do  not  know  how  far  the  entrepot  trade  really  goes 
in  practice,  but  Rule  11  was  introduced  to  guard 
against  the  particular  danger  to  that  trade.  That 
is,  all  trade  which  comes  to  this  country  in  order  to 
go  abroad  should  be  relieved. 

10.414.  Is  not  that  already  done  by  drawbacks? — 
By  drawbacks  of  import  duty? 

10.415.  No,  by  drawbacks  of  Income  Tax.  With 
regard  to  any  trade  which  passes  through  this  country 
in  that  way,  surely  if  any  tax  is  paid  upon  it  it  is 
returned? — Oh,  no;  there  is  no  provision  known  to  me 
to  that  effect. 

10.416.  Under  this  new  interpretation  of  the  Act  of 
1915,  where  the  trading  profits  of  foreign  companies 
are  liable  to  tax,  if  it  is  proved*  that  the  goods  are 
not  sold  in  this  country  and  only  passed  through  this 
country,  they  are  not  taxed,  are  they? — I think  you 
are  referring  to  the  very  Rule  that  I am  dealing 
with. 

10.417.  I know  there  is  something  of  that  kind? — 
They  are  not  assessed  on  those  profits.  They  do  not 
get  a drawback — they  are  not  assessed.  If  I might 
just  finish  that,  I think  the  danger  to  the  consign- 
ment trade  and  to  the  entrepot  trade  ought  still  to 
be  borne  in  mind,  and  the  evidence  which  you  have 
had  before  you  from  eminent  business  people  who 
can  speak  as  to  that;  consequently  from  an  Income 
Tax  point  of  view  I should  say  that  before  the  tax 
is  extended — and  any  extension  it  seems  to  me  must 
touch  those  people — you  have  to  consider  whether  it 
would  bring  in  more  revenue,  which  is  exceedingly 
doubtful,  or  whether  it  would  drive  away  a very  im- 
portant section  of  British  trade. 

10.418.  Two  methods  have  been  suggested  so  far; 
one  of  taxing  turnover,  which  you  have  referred  to  as 
appi'oximating  towards  an  import  duty? — Yes. 
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10.419.  And  the  other  of  identifying  the  profits, 
whether  made  by  a broker  or  a traveller,  just  as  you 
do  in  the  case  of  an  agent? — Yes. 

10.420.  There  is  a third  possible  method — I do  not 
know  whether  you  have  considered  it  at  all — which 
would  be  to  make  the  purchaser  of  the  goods  sold  by  a 
foreigner,  through  a broker  or  by  a traveller,  pay 
some  percentage  as  duty  and  deduct  it  from  the  price  ? 
— Yes,  I have  considered  that,  but  I look  upon  any 
device  of  that  kind  as  a device  of  the  nature  of  an  im- 
port duty,  and  I think  it  would  find  its  way  to  the 
consumer.  I do  not  think  we  should  be  taxing  what 
we  wanted  to  tax — the  profits  of  the  trade. 

10.421.  That  is  the  main  difference,  that  where  you 
tax  the  sale  by  the  import  it  can  be  passed  on  in  the 
price? — Yes. 

10.422.  Where  you  merely  tax  the  profit  it  cannot 
be? — That  is  so. 

10.423.  Dr.  Stamp  : From  the  point  of  view  of  prac- 
ticability and  the  difference  between  dealing  with 
those  resident  agents  which  you  are  already  empowered 
to  deal  with  under  the  legislation  of  1915,  and  mere 
travellers,  I take  it  you  divide  the  practical  difficul- 
ties up  into  two  or  perhaps  three;  first,  the  getting 
hold  of  somebody  to  assess  in  a recognized  place ; 
secondly,  the  even  greater  difficulty  that  a traveller 
might  have  in  telling  you  what  the  total  profits  of  his 
principals  were ; and  thirdly,  the  difficulty  of  recover- 
ing the  duty.  Taking  the  second,  do  you  think  that 
there  is  any  very  great  difference  between  travellers 
for  foreign  principals  and  resident  agents,  in  the 
ability  to  tell  you  what  the  true  profits  are?  Would 
you  have  a greater  percentage  of  cases  where  you  are 
driven  on  to  turnover? — Yes,  I certainly  think  so.  I 
think  you  would  be  much  more  forced  to  take  turnover 
in  those  cases  than  in  the  agency  cases. 

10.424.  Therefore  you  are  getting  still  further  into 
the  region  of  relative  impracticability  with  the 
traveller  than  you  are  with  the  recognized  agent,  or 
even  with  the  resident  broker  ? — Yes ; impracticability 
from  the  Income  Tax  point  of  view. 

10.425.  To  tell  you  what  the  profits  are? — Yes. 

10.426.  To  come  to  the  third  type  of  imprac- 
ticability, when  you  have  made  your  assessment, 
assuming  you  can  make  your  assessment  on  the 
amount  of  profit  that  has  been  returned  to  you,  there 
is  the  difficulty  of  recovery.  Do  you  see  any  greater 
difficulty  in  getting  hold  of  the  traveller — by  reason  of 
the  fact  that  travellers  change,  or  take  different  areas 
after  you  have  made  your  assessment — than  you  would 
have  with  the  sole  person  who  has  a definite  location 
in  this  country,  and  is  a recognized  institution? — One 
could  get  over  that  difficulty,  I take  it;  I have  con- 
sidered that.  You  could  get  over  that  difficulty  by  a 
system  of  bonds.  The  traveller  would  not  be  allowed 
to  sell  in  this  country  until  he  had  given  surety  for 
the  tax.  You  would  have  to  be  rather  autocratic 
about  that,  I think.  You  would  have  to  say  that  no 
foreigner  could  sell  goods  in  this  country  until  he  had 
registered  an  agent  who  should  pay  the  tax  for  him 
when  it  was  due 

10.427.  Therefore,  although  it  appears  that  there  is 
a very  fine  line  of  distinction,  when,  you  come  to  handle 
the  thing  in  practice  you  do  find  that  you  want  more 
powerful  machinery  or  , new  regulations,  which  seem 
to  show  that  you  have  reached  at  present  something 
like  the  recognized  limit  of  practicability  under  the 
ordinary  methods  ? — I am  inclined  to  think  so. 

10.428.  Both  from  the  point  of  view  of  computing 
the  profit  and  also  of  getting  your  assessment  effec- 
tively handled  by  the  Revenue? — Yes. 

10.429.  While  there  may  be  no  difference  in  theory 
between  the  case  of  sale  through  agents  and  sale 
through  travellers,  is  there  not  in  the  mind  of  the 
foreign  principal  some  actual  difference?  Would  he 
nob  find,  generally  speaking,  in  most  classes  of  busi- 
ness, that,  apart  from  the  question  of  taxation,  lie 
would  be  likely  to  have  a better  standing  in  this 
aountry  if  he  had  that  class  of  person  with  whom  you 
are  now  dealing,  the  recognized  agent?  Supposing 
he  were  weighing  the  pros  apd  cons  in  his  own  mind  pf 


the  two  classes  of  business,  is  not  there  something  dis- 
tinct about  a person  recognized  here  to  whom  a cus- 
tomer can  go,  and  not  merely  be  approached  by,  that 
you  do  not  get  in  the  case  of  a traveller? — Yes,  I think 
so;  and  I think  we  can  more  reasonably  say  to  the 
foreigner  who  has  an  agent  here:  “ you  are  trading 
in  this  country.” 

10.430.  The  tendency  of  the  questioning  this  morn- 
ing has  been  rather,  I think,  to  urge  the  identity  of 
the  two  cases,  whereas  it  would  be  possible,  I think, 
even  in  the  mind  of  the  foreign  principal  to  dis- 
tinguish them  and  say  they  are  not  quite  the  samo 
case,  the  case  of  the  recognized  agent  with  whom  we 
are  dealing  and  the  case  of  the  Bystem  of  travellers, 
and  that  there  is  a point  at  which  in  practice  it  is 
logical  to  stop? — Quite.  As  soon  as  you  have  dealt 
with  the  traveller  you  would  get  on  to  the  selling  by 
advertisements  and  by  circularising. 

10.431.  Once  you  pass  that  point  there  is  no  reason 
why  you  should  stop  there? — I agree. 

10.432.  Would  it  be  the  opinion,  do  you  think,  of 
your  Department  that  the  legislation  of  1915  has  on 
the  whole  reached  the  limit  of  practicability  as  an 
Income  Tax? — I am  not  exactly  authorized  to  say 
that  that  is  their  considered  opinion,  but  they  are  not 
asking  for  an  extension  of  the  liability. 

10.433.  Are  they,  on  the  other  hand,  asking  for  a 
restriction  of  the  liability  ?— No,  they  are  not.  They 
think  the  present  scope  is  none  too  wide. 

10.434.  But  tacitly,  by  not  asking  for  more,  one 
rather  infers  that  the  suggestion  is  that  they  regard 
this  as  on  the  whole  the  best  limit? — I think  you 
may  take  it,  for  the  time  being  anyhow,  that  they 
think  this  is  a very  good  limit,  and  they  think  this 
is  the  limit  of  the  original  scope  of  the  Income  Tax 
Acts,  but  if  it  is  considered  for  other  reasons  of 
policy  that  it  should  be  carried  further,  a new  set  of 
principles  will  come  along. 

10.435.  Which  will  be  rather  foreign  to  the  existing 
Income  Tax  Acts? — Yes. 

10.436.  Could  you  give  us  any  idea  as  to  the  pro- 
portion of  cases  dealt  with  under  the  Act  of  1915, 
that  were  brought  in  by  that  Act,  in  which  there  will 
be  produced  reasonable  accounts  of  profits,  and  the 
proportion  on  the  other  hand  which  will  have  to  be 
dealt  with  by  way  of  turnover? — I am  afraid  not. 

10.437.  You  have  not  sufficient  material  available? 
— We  have  not  sufficient  material  even  to  get  out 
such  statistics,  because  we  have  not  got  the  majority 
of  these  people  in  the  assessment  books  yet;  they  are 
still  not  there.  We  are  pursuing  inquiries,  and  we 
have  only  just  been  able  to  take  them  up,  because 
we  have  been  quite  unable  to  cope  with  it  during  the 
war  time. 

10.438.  I take  it  that  of  the  original  ones  who  have 
accounts  it  would  be  of  no  avail  to  them  in  later  years 
to  say : * ‘ we  cannot  keep  accounts  any  longer ; you 
must  assess  us  on  a turnover  basis  ” ; but  on  the  other 
hand  the  people  who  at  present  are  assessed  on  a 
turnover  basis  might  in  future  adopt  accounts  if 
they  thought  they  were  more  favourable? — Yes. 

10.439.  Therefore  the  whole  tendency  of  this  legis- 
lation will  be  to  play  into  their  hands? — Which 
legislation  are  you  speaking  of? 

10.440.  Legislation  that  compels  you  to  handle  it  by 
turnover.  People  who  find  they  are  paying  more 
through  the  turnover  method  than  they  think  they 
would  pay  if  they  had  some  means  of  showing  the 
separate  profits  will  now  set  about  to  pefc  l3w  they 
can  keep  accounts  in  order  to  show  a smaller  liability? 
— Yes.  I think  you  may  take  it  that  they  will  only 
pay  on  turnover  so  long  as  they  think  it  pays  them. 

10.441.  They  have  got  an  option,  and  therefore  it 
will  always  be  against  the  Revenue? — Yes. 

10.442.  Mr.  Pretyman : Is  it  not  your  practice  in 
the  case  of  British  firms  or  traders  liable  to  Income 
Tax  when  they  do  not  render  proper  accounts,  and 
when  you  are  rather  doubtful  as  to  what  the  tax 
ought  to  be,  to  assess  them  on  an  arbitrary  sum, 
leaving  it  to  them  to  prove  that  their  actual  profits 
are  less  if  they  like  to  do  so? — The  Commissioners  in 
each  district  have  the  duty  of  fixing  the  assessment, 
and  if  they  have  no  proper  return  or  are  advised  by 
the  Crown  Surveyor  that  he  has  no  accounts,  they  will 
perhaps  put  an  estimate  upon  the  business. 
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10.443.  And  then  it  is  up  to  the  trader  to  show 
what  his  actual  profits  are  if  they  are  less? — Yes. 

10.444.  If  he  tacitly  accepts  the  estimate  and  pays, 
the  presumption  ds  that  he  makes  more? — Yes. 

10.445.  Is  it  not  the  practice,  then,  to  put  it  up  a 
little  higher  still,  until  you  do  get  accounts? — In  an 
important  business,  of  course,  one  would  not  go  on 
like  that.  One  would  mark  the  case  a This  man  pays 
on  so  many  thousands  of  pounds  without  question,” 
and  one  would  approach  him  and  ask  him  for  his 
accounts. 

10.446.  But  would  it  not  be  possible,  without  going 
on  to  a percentage  on  sales,  to  treat  the  traveller  or 
the  broker  in  respect  of  foreign  business  on  that  same 
principle — to  ask  the  Commissioners  to  assess  him  on  a 
certain  lump  sum,  and  leave  it  to  him  to  prove  if  he 
could  that  he  had  not  made  so  much  profit? — Yes; 
you  might  assess  him  on  anything. 

10.447.  Could  not  that  be  tried? — Then  when  he 
copies  in  with  such  figures  as  he  can  get,  what  are 
you  going  to  do  with  him? 

10.448.  Chairman : But  you  do  assess  in  that  way. 
You  assess  some  agents  on  that  basis.  They  will  not 
show  you  any  profit,  and  you  assess  them  on  turnover? 
— We  assess  them  on  an  estimated  percentage. 

10.449.  On  turnover? — On  turnover. 

10.450.  Mr.  Pr etymon : Could  it  not  be  done  upon 
estimated  profit  instead  of  calling  it  turnover? — If 
they  do  not  give  us  any  help  whatever— if  they  will 
not  even  say  what  their  turnover  ds — of  course . we 
assess  them  on  a round  figure. 

10.451.  Chairman:  With  regard  to  the  point  that 
Dr.  Stamp  was  putting  to  you  between  the  traveller 
and  the  agent,  you  can  carry  that  out,  cannot  you ; 
there  is  no  difficulty,  because  the  traveller  is  simply 
now  the  name  for  the  agent? — The  agent  whom  we 
have  in  mind  is  something  more  than  a traveller. 

10.452.  What  they  axe  doing  now  is  this.  They  find 
that  you  are  getting  hold  of  the  agent,  and  are  going 
to  tax  him,  and  they  get  a traveller  who  just  carries 
out  the  same  work  as  the  agent  had  done.  Cannot 
you  deal  with  the  traveller  as  you  have  done  with 
the  agent? — Yes,  it  can  be  done,  of  course.  You  can 
assess  him,  but  I agree  with  what  Dr.  Stamp  says 
about  the  limits  of  practicability  with  regard  to  this ; 

£ think  we  are  approaching  them,  anyhow. 

10.453.  You  are  losing  revenue  by  the  agent  being 
changed  to  a traveller? — Yes. 

10.454.  We  want  to  stop  that,  you  see? — Well,  of 
course  I have  said  in  my  paper  that  it  might  be 
necessary  to  stop  that  by  some  drastic  step,  such  as 
registration  of  travellers,  or  something  of  that  sort. 

10.455.  Then  you  would  have  to  alter  that  clause 
by  which  the  broker  is  at  present  excluded.  If  you 
do  not,  the  agent  will  be  changed  to  traveller,  and 
then  if  you  get  the  traveller  the  traveller  will  be 
changed  to  broker? — Yes. 

10.456.  The  travellers  will  call  themselves  brokers? 
— Yes;. in  this  way  of  course  a serious  question  arises 
for  the  Royal  Commission. 

10.457.  That  is  the  point,  and  that  is  the  reason  we 
attach  great  value  to  your  paper,  because  it  is  a 
serious  point  for  the  Commission  to  deal  with,  and 
that  .is  the  reason  we  are  pressing  very  closely  our 
examination  this  morning? — I am  now  speaking  per- 
sonally, and  my  view  is  that  for  the  time  being  any- 
how we  have  reached  what  we  think  is  the  limit  of 
the  true  and  original  Income  Tax. 

10.458.  In  name;  but  when  your  taxable  person 
changes  from  one  name  to  another  for  evasion,  can- 
not you  still  follow  that  through  ? — Yes,  but  if  we  are 
to  follow  him  across  this  morass  of  changing  from 
agent  to  traveller  and  from  traveller  to  broker,  there 
are  very  important  points  involved,  and  we  may  get 
up  to  the  neck. 

10.459.  I wish  you  would  explain  how  you  would 
get  up  to  the  neck;  I do  not  see  that,  really? — Of 
course,  as  regards  practicability,  Dr.  Stamp  was  re- 
ferring just  now  to  the  difference  in  the  foreigner’s 
mind,  or  in  tlm  non-resident’s  mind.  I do  attach 
weight  to  that  when  I am  dealing  with  a non-resident 
now.  I may  say:  “ Well,  you  have  set  up  an  agency 
in  this  country;  that  agency  is  affording  facilities 
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almost  equal  to  those  of  a branch;  that  is  a fair 
subject  of  taxation,”  and  he  has  to  agree  that  if  we 
are  out  to  tax  such  profits  it  is  fair,  although  he 
wants  to  escape.  But  if  we  say,  “ Now  you  have 
given  up  your  agent,  but  you  send  over  a man  so 
many  times  a year  and  sell  goods,  and  we  are  going 
to  tax  you  for  that,”  he  would  then  think  that  is 
going  a long  way  further.  The  next  thing  is  that 
the  principal  himself — I dare  say  you  have  had  this 
before  you — will  come  over  once  a year  and  look  up 
his  customers. 

10.460.  Yes  ? — And  normally  he  will  correspond  with 
them. 

10.461.  Supposing  that  the  bulk  of  his  profit  is 
made  by  advertising  and  by  goodwill  in  this  country, 
why  should  not  the  principal  have  to  pay  Income  Tax 
on  the  profit  made  in  this  country,  because  it  has 
arisen  from  this  country  ? — If  you  carry  it  to  that,  I 
agree,  why  should  not  he  be  charged? 

10.462.  Do  you  agree  that  that  is  the  right  thing 
to  do  ? — I will  express  my  agreement  in  principle  that 
if  you  can  get  a tax  on  every  profitable  sale  in  this 
country  it  is  quite  sound,  but  I am  afraid  it  will  not 
be  an  Income  Tax. 

jl0,463.  Sir  J.  Harmood-Banner : Has  your  atten- 
tion been  called  to  the  American  law  on  this  subject, 
whereby  every  importer  has  at  once  to  declare  himself 
and  undertake  to  pay  an  Income  Tax  on  his  imports? 
—I  am  not  aware  of  that  clause  of  the  American  Act 
about  the  importers.  I am  told  that  they  have  an 
Act  which  is  very  far-reaching,  and  that  it  will  lead 
to  a lot  of  interpretation  in  the  Courts  as  our  old 
Acts  have  done,  and  they  have  a phrase  very  much 
like  our  “ exercising  a trade  within  the  United 
Kingdom  ” in  their  Act,  which  will  need  to  be  inter- 
preted, no  doubt. 

10.464.  For  instance,  an  importer  of  coffee  from 
Brazil — I take  that  because  it  is  a specific  case  given 
—is  at  once  called  upon  by  the  authorities  in  the 
United  States  to  - declare  himself  as  the  person  who 
will  be  responsible  for  the  Income  Tax  on  that  import? 
— That,  I take  it,  is  quite  a new  departure  over 
there  ? 

10.465.  Yes,  and  I have  no  doubt  that  there  will 
be  many  difficulties  of  interpretation.  It  is  abso- 
lutely clear  from  that  that  every  importer  must  at 
once  become  responsible  for  Income  Tax  on  the  profits 
of  that  import? — Yes;  that  is  quite  on  the  lines  on 
which  the  Chairman  was  speaking. 

10.466.  Mr.  Walker  Clark : Is  there  not  a difference 
in  the  class  of  business  done  between  the  traveller, 
the  agent  and  the  broker? — There  is  not  always  a 
difference  between  the  traveller  and  the  agent  in 
the  class  of  business  done.  The  broker  acts  rather 
differently.  A broker  does  not  handle  the  goods  at 
all.  He  brings  the  buyer  and  seller  together  on  that 
particular  transaction,  and  then  his  job  is  over. 

10.467.  It  is  an  ’ accidental  purchaser  of  special 
goods  ? — Yes. 

10.468.  A specific  transaction? — Yes. 

10.469.  Is  there  not  a difference  between  the 
traveller  and  the  agent — an  equally  marked  differ- 
ence? My  experience  is  that  the  foreign  agent  sells, 
as  a rule,  the  entire  product  to  a willing  purchaser, 
but  the  foreign  traveller,  to  use  a phrase  which  is 
generally  understood,  dumps  goods  here — sells  the  sur- 
plus products  rather  than  the  average  run  of  pro- 
ducts : is  not  that  your  experience? — No,  I cannot  say 
that  it  is.  I think  both  the  traveller  and  the  agent 
very  often  do  the  same  kind  of  work.  They  go  about 
seeking  to  enlarge  the  sales  of  their  principals  and! 
getting  orders. 

10.470.  I notice  you  said  that  a small  proportion 
of  agents  are  taxed  in  the  assessment? — Yes. 

10.471.  And  that  you  consider  the  scope  of  the 
present  law  fair  and  reasonable? — As  far  as  it  goes 
it  certainly  is  fair  and  reasonable. 

10.472.  And  that  any  further  extension  of  the 
present  law  would  bring  us  into  the  nature  of  a 
tariff  of  some  sort  or  other? — The  tendency  of  any 
extension  of  the  present  law  in  this  way  would  be 
towards  something  in  the  nature  of  an  import  duty. 
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10.473.  Mr . Mackinder : One  question  upon  that 
point.  I take  it  that  what  you  are  putting  to  us  is 
that  we  have  got  to  have  regard  to  two  difficulties, 
on  the  one  hand  and  on  the  other.  On  the  one  side 
you  have  what  you  call  a morass;  that  is  to  say,  we 
are  involved  in  all  kinds  of  difficulties,  if  we  attempt 
to  press  the  Income  Tax  further? — Yes. 

10.474.  and  on  the  other  hand  you  will  admit, 

I take  it,  that  if  you  maintain  your  present  rule  its 
tendency  would  be,  with  high  taxation,  to  drive  the 
foreigner  to  sell  by  traveller  rather  than  by  agent? 
— Yes. 

10.475.  And  so  escape  taxation? — Yes;  there  is  a 
tendency  in  that  direction. 

10.476.  And  with  high  taxation  there  would  be  a 
stronger  tendency? — Yes. 

10.477.  I do  not  want  to  go  into  the  question  of 
practicability ; I want  to  keep  to  the  question  of 
principle,  because  your  Department  somehow  or  other 
has  got  over  many  difficulties  where  practicability  is 
involved.  You  draw  a distinction  between  the  tax 
as  now  levied,  and  the  explanation  of  the  tax  that  has 
been  suggested  to  you,  on  the  ground  that  you  would 
be  exceeding  the  original  principle  of  the  tax  and 
getting  towards  a system  of  tariff ; is  that  the  correct 
way  of  putting  what  you  have  put  to  us? — That  we 
should  be  exceeding  the  view  taken  of  the  original 
principle  of  the  tax  as  dealing  only  with  businesses 
that  are  carried  on  in  this  country. 

10.478.  Let  me  put  it  in  this  way.  You  say  that  the 
tax  is  a tax  on  profits,  and  you  are  rather  against 
anything  in  the  nature  of  a tax  on  turnover? — Be- 
cause it  will  not  resolve  itself  into  an  Income  Tax. 

10.479.  Yes. — I am  only  speaking  from  the  Income 
Tax  point  of  view. 

10.480.  Quite  so.  Is  not  that  the  fundamental 
difference?  If  you  impose  a licence  duty  on  your 
traveller  based  on  turnover,  would  not  that  be  based 
on  what  I may  call  compounded  profits — average  pro- 
fits?— Yes,  the  average  profits  of  the  whole  trade, 
regardless,  of  course,  of  whether  the  individual  was 
making  a profit  or  not. 

10.481.  Quite  so.  It  would  be  the  average  profits 
of  the  whole  trading  upon  which  you  would  base  your 
licence  duty  on  turnover? — Yes. 

10.482.  I think  from  a phrase  you  used,  you  dislike 
this  tax  on  turnover,  because  I think  you  suggested 
that  there  would  be  a tendency  for  the  tax  to  find 
its  way  to  the  consumer? — Yes. 

10.483.  Do  you  suggest  that  a tax  on  profits  on  the 
average  does  not  find  its  way  to  the  consumer  at  the 
present  time? — I do. 

10.484.  Do  you  suggest  that  one  of  the  costs  in  the 
article  which  is  sold  to  the  consumer  is  not  average 
profit? — Average  profit  or  average  tax? 

10.485.  Well,  if  it  is  a tax  on  profits,  that  is  included. 
The  profit  includes  the  tax?— Yes,  quite  so.  The 
trader  is  trying  to  get  as  much  profit  as  possible,  but 
if  you  put  a tax  on  that  profit,  it  does  not  automati- 
cally enable  him  to  get  a higher  gross  profit  in  order 
to  pay  the  tax. 

10.486.  Does  it  automatically  help  him  to  get  a 
higher  gross  profit  if  you  impose  a duty  on  turnover? 
— Yes,  because  you  make  every  trader  pay  that;  all 
the  goods  will  pay  that,  and  that  will  enter  into  the 
cost  of  production  or  the  cost  of  sale. 

10.487.  But  if  he  is  dumping,  and  he  is  up  against 
another  cost  of  production  of  goods  from  another 
source? — If  he  is  dumping,  of  couse  he  is  selling  re- 
gardless of  cost. 

10.488.  Let  me  put  it  to  you  in  another  way.  In  the 
case  of  your  agents,  you  are  going  to  assess  them  on 
the  profits  of  selling  here? — Yes. 

10.489.  How  are  you  going  to  estimate  the  profits  of 
Belling  here  in  the  case  of  a firm  which  sells  at  one 
profit  in  its  own  country,  we  will  say,  and  sells  at 
another  profit  here,  and  regards  its  total  profits  as 
made  at  all  these  very  varying  rates  of  profit ; how  are 
you  going  to  say  how  much  is  the  true  profit  made  in 
respect  of  this  market?— That  is  of  course  the  diffi- 
culty which  has  led  to  this  Rule  8,  which  enables  the 
taxing  authority  to  put  a percentage  on  the  trade; 
but  that  is  the  first  breach  that  has  been  made  in  the 
Income  Tax  habit  of  getting  at  the  real  profits. 


10.490.  I suggest  to  you  that  the  upshot  of  that 
is  that  there  is  no  such  fundamental  difference  as  you 
are  suggesting,  and  therefore  no  over-stepping  of  the 
original  idea,  but  I recognize  fully  the  question  of 
practicability,  which  I have  not  gono  into? — You  do 
not  agree  with  me  about  the  tax  on  a general  turn- 
over finding  its  way  to  the  consumer,  I take  it? 

10.491.  Any  more  than  in  other  oases;  it  may  or 
may  not? — Of  course,  but  my  view  is  that  as  regards 
Income  Tax,  Income  Tax  only  enters  into  the  expenses 
of  the  man  who  makes  a profit. 

10.492.  I will  not  press  the  thing  further.  My 
suggestion  to  you  is  that  your  answers  to  those  points 
were  rather  due  to  preconceived  ideas? — I hope  not. 

10.493.  Mr.  McLintock  : The  complaint  by  the  agent 
in  this  country,  I suppose,  is  not  to  relieve  his  foreign 
principal,  but  to  relieve  himself  of  a difficulty? — Yes, 
I think  so. 

10.494.  You  admit  it  is  a difficulty? — Yes. 

10.495.  In  asking  a man  with  no  capital,  merely  an 
agent,  to  pay  £5,000  or  £6,000  of  Income  Tax?— It 
is  a difficulty,  because  it  interferes  perhaps  with  his 
relations  with  his  principal. 

10.496.  It  worries  him  a good  deal? — As  far  as 
finding  the  money  is  concerned,  of  course;  when  this 
thing  shakes  down  an  agent  will  not  pay  it  out  of  his 
own  pocket;  that  would  be  absurd. 

10.497.  He  cannot? — He  cannot.  Ho  must  make 
such  arrangements  with  his  principal  that  he  gets  the 
money  without  difficulty. 

10.498.  Do  you  think,  if  we  take  a firm  stand,  the 
non-resident  trader  in  this  country  will  pay  up  in 
the  end? — Yes. 

10.499.  He  is  using  his  agent  for  the  present  merely 
to  voice  his  objection  to  paying  tax  6uch  as  other 
people  pay? — Certainly.  I have  had  recent  experience 
of  these  cases.  One  agent  told  me  that  he  was  cer- 
tain he  would  lose  his  whole  business.  I was  very 
sympathetic  with  him,  of  course.  He  went  away 
abroad,  and  saw  his  principal,  and  came  back  quite 
happy.  He  said:  “ I have  found  out  how  important 
I am.  Instead  of  losing  my  agency,  the  business  in 
London  will  be  turned  into  a full  branch,  and  I shall 
run  .the  whole  thing.” 

10.500.  As  against  that  here  is  a foreign  agency — I 
had  a letter  last  week — where  the  foreign  principal 
has  withdrawn  the  agency,  and  he  says:  “ You  can 
only  have  my  goods  if  you  will  buy  them  as  a mer- 
chant ”? — That  man  wants  reasoning  with. 

10.501.  The  people  in  this  country  want  these  goods; 
but  he  can  sell  them  elsewhere;  that  is  the  point? — 
Yes. 

10.502.  He  says:  “ I prefer  to  do  business  with  this 
country,  with  you  as  my  agent.  I give  you  the  goods 
for  the  full  price  or  the  price  I may  fix,  and  I give 
you  a commission;  but  if  you  cannot  do  my  business 
in  that  way  I will  only  give  you  my  goods  if  you  buy 
them  outright  from  me.”  I asked  this  party  what 
was  the  result.  They  have  plenty  of  capital,  and  they 
said : ‘‘We  have  to  buy  his  goods  or  lose  the  business, 
as  we  have  always  been  agents,  but  the  profit  we  are 
getting  on  the  goods  is  just  practically  our  commis- 
sion that  we  formerly  got  and  returned  for  taxation  ”? 
— Really,  I should  have  said  that  in  the  average  case 
the  agents  who  consents  to  buy  the  goods  would  un- 
doubtedly receive  a higher  commission. 

10.503.  Not  a commission? — A higher  profit. 

10.504.  Gross  profit? — A higher  gross  profit. 

10.505.  But  he  will  have  to  pay  all  nis  own  out- 
goings. Do  you  know  that  the  average  agent  debits 
his  foreign  principal  with  a great  many  charges  as 
direct  charges  of  handling  and  selling  his  goods,  and 
he  gets  his  commission  net  in  his  pocket  as  profit; 
and  on  that  he  pays  tax? — Not  always. 

10.506.  Not  always,  but  that  is  a common  method? 
— -The  most  common  method  that  I have  come  into 
contact  with  is  the  agent  bearing  nearly  all  his  own 
expenses.  Sometimes  he  gets  an  allowance  as  rent; 
sometimes  he  will  get  an  extra  allowance  for  employ- 
ing a traveller,  or  something  extra. 

10.507.  The  point  is  this.  After  all,  we  are  out 
for  revenue  in  this  country? — Yes,  I am  afraid  we 
are. 
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10.508.  And  we  are  apt  to  lose  sight  of  the  con- 
sumer, are  we  not,  occasionally ; and  tne  effect  of  put- 
ting these  taxes  on  is  that  ho  pays  directly  without 
any  relation  to  profit  at  all? — Yes. 

10.509.  With  the  pure  agent  at  present,  those  people 
you  have  been  assessing  in  the  past,  you  merely  assess 
the  agent  for  his  commission,  and  on  that  he  has 
paid  tax.  You  are  now  seeking  to  get  at  his  foreign 
principal  so  that  he  should  pay  on  some  additional 
sum  as  being  a merchant’s  profit.  If  he  takes  away 
the  agency  and  sends  travellers,  will  you  get  any  tax 
at  all? — I do  not  quite  like  your  way  of  putting 
what  wo  are  now  doing.  The  fact  is,  we  have  been 
taxing  agencies  since  1842.  A number  of  those 
agencies  have  been  paying  tax  regularly ; other  cases 
would  be  branches  which  have  also  paid  tax  regularly. 

10.510.  I agree?— If  you  are  going  to  exempt  those 
agencies,  of  course,  that  will  spread,  and  be  very 
objectionable  ; you  will  have  to  exempt  the  branches 
or  else  they  will  turn  themselves  into  agencies. 

10.511.  You  are  aware  that  a man  may  be  an  agent 
for  one  principal  who  is  taxed  to  the  Revenue,  and  who 
gets  an  assessment  notice  on  the  foreign  principal, 
and  ho  may  have  two  or  three  other  agencies  for  other 
foreign  principals  who  are  never  assessed? — That 
may  be  so  at  present. 

10.512.  That  is  part  of  the  trouble ; you  are  not  get- 
ting everybody  into  the  net? — Yes.  I think  I ought 
to  say  to  the  Commission  that  although  I cannot 
speak  for  my  Department  in  this,  I think  possibly 
a system  of  registration  will  meet  that  difficulty. 
At  present  wo  are  largely  in  the  hands  of  chance  in- 
formation. We  perhaps  ask  the  agents  who  are 
known  what  are  the  names  and  addresses  of  their 
foreign  principals. 

10.513.  Or  a competitor  gives  them  away? — 
—Or  a competitor  gives  them  away ; but  that  is  very 
objectionable,  really.  I get  a list  sent  to  me.  A man 
says,  “ Look  here,  you  make  me  pay.  Here  is  a list 
of  all  the  other  agents  who  are  doing  the  same  trade.” 

I do  not  like  that  sort  of  thing.  It  would  be  very 
much  better  if  you  could  enforce  the  registration  of 
thqse  people  so  that  they  could  be  dealt  with  properly. 
They  do  not  put  their  names  into  the  directory ; they 
do  not  put  their  plates  up ; there  is  no  sign  whatever 
for  the  local  Assessor  that  they  are  in  business  in  this 
country.  , 

10.514.  You  have  no  fear  that  in  the  end  the 
Revenue  may  lose  money  as  compared  with  the  exist- 
ing practice  by  driving  foreign  traders  to  abolish  their 
agents  and  send  their  own  travellers  ? — I do  not  think 
we  shall  lose  money  by  insisting  on  the  regular  agencies 
paying  tax. 

10.515.  It  would  help  very  much,  would  it  not,  to 
get  the  tax  accepted  more  readily  by  the  foreign 
manufacturer,  say  that  he  should  get  what  he  thinks  is 
a better  interpretation  of  what  is  merchant’s  profit  as 
distinct  from  a manufacturer’s ; is  not  that  a great 
part  of  the  difficulty  at  present? — Yes;  I do  not  think 
they  fully  recognize  the  fact  that  we  are  willing  to 
make  very  decent  terms  with  them  about  merchant’s 
profits.  Really  the  case  that  you  mentioned  a little 
while  ago  of  the  man  who  told  his  agent  that  ho  would 
give  up  the  agency  unless  he  bought  the  goods  outright 
is  not  going  to  save  the  tax  for  the  foreigner.  He  is 
going  to  get  less  money  than  he  did  before.  The  agent 
is  .not  going  to  pay  him  the  same  price  that  the  cus- 
tomers in  London  pay. 

10.516.  The  agent  tells  me  that  in  effect  his  own 
profits  as  a merchant  practically  amount  to  the  same 
money  as  his  net  commission  formerly  came  to.  It 
means  that  the  Revenue  get  no  more? — Yes,  that  is 
quite  possible,  of  course. 

10.517.  You  agree  also  there  is  a very  great  difficulty 
in  getting  the  foreigner  who  can  only  produce  his 
accounts  as  a whole  to  produce  accounts  as  a mer- 
chant?— That  is  one  of  the  difficulties. 

10.518.  Is  not  that  one  of  the  difficulties  of  adminis- 
tration in  the  Revenue?  It  depends  on  the  sort  of 
attitude  you  adopt  to  the  foreign  trader  how  far  he 
will  pay  this  tax  gladly  ? — Yes ; it  is  largely  a matter  of 
administration. 


10.519.  And  you  have  no  fixed  principles  for  arriving 
at  a merchant’s  profit,  say  in  France  or  Belgium  or 
elsewhere? — The  fixed  principles  are  there,  but  the 
difficulty  is  the  practice,  of  course. 

10.520.  You  have  no  fixed  practice? — In  practice  we 
try  to  compare  the  data  of  a similar  British  case  to 
see  what  the  normal  rate  of  profit  is  in  that  particular 
trade. 

10.521.  That  is  hardly  fair,  is  it,  if  he  is  getting  a 
high  price  in  his  own  country  and  a large  profit,  and 
is  selling  at  a keen  price  in  this  country  in  order  to 
get  the  trade  ? I suggest  to  you  that  part  of  the  diffi- 
culty, so  far  as  the  foreign  trader  is  concerned,  will  bo 
got  over  if  he  finds  he  is  getting  a fair  deal,  as  I think 
on  the  whole  he  will  get,  from  the  Inland  Revenue,  if 
he  will  produce  his  accounts  and  show  his  profits  as  a 
whole.  Do  you  not  think  that  would  get  over  a good 
deal  of  the  difficulty  ? — That  is  what  we  are  trying  to 
do. 

10.522.  Yo.ur  view  is  that  he  should  be  encouraged 
to  produce  those  accounts  rather  than  that  the  exist- 
ing Income  Tax  should  be  altered? — Yes. 

10.523.  Sir  J.  Rarmood-Banner : With  regard  lo 
paragraphs  33  and  34,  Mr.  McLintock  asked  the  ques- 
tion whether  you  were  not  out  for  revenue  only.  Ia 
it  not  very  much  a question,  as  you  broadly  put  it 
here,  between  the  British  resident  concerns  (manu- 
facturing or  buying  raw  material  abroad  for  use  or 
sale  in  this  oountry,  even  including  profits  of  foreign 
manufacture  and  importation)  and  the  shipping  mer- 
chants, banking,  insurance  and  manufacturing  indus- 
tries who  may  have  their  trade  affected  if  goods  are 
diverted  from  this  market?  Is  not  this  question  very 
much  a question  between  the  British  resident  manu- 
facturer and  the  shipping  and  merchants’  interests 
who  are  afraid  that  their  interests  would  be  affected 
by  any  legislation  dealing  with  this  question? — I take 
it  you  mean  that  we  have  to  consider  more  important 
points  than  the  mere  question  of  how  much  tax  we 
are  getting  ? 

10  524.  Yes.  I want  to  know  whether  you  consider 
the  point  for  revenue  only,  or  whether  you  consider 
the  point  of  fair  dealing  between  the  manufacturing 
and  mercantile  interests  in  this  oountry  and  the  ship- 
ping merchants,  banking  and  insurance  and  other 
interests  who,  you  say,  complain  that  they  will  be 
affected  by  any  legislation? — I think  the  Royal  Com- 
mission Avill  of  course  take  those  matters  into  their 
mind  in  deciding  these  points.  Of  course,  as  repre- 
senting the  Revenue  it  is  our  business  to  think  of 
the  Income  Tax,  and  how  much  Income  Tax  we  can 
get  by  adopting  various  expedients,  but  I have 
brought  out  here  the  things  that  we  are  all'  very 
interested  in.  . 

10.525.  Yes,  you  have  most  fairly  brought  it  out, 
and  that  is  what  I really  wanted,  that  you  as  the 
Revenue,  looked  upon  it  for  Revenue  purposes  only, 
and  you  have  not  looked  upon  it  as  to  fair  dealing 
between  the  manufacturing  interests  and  the  mer- 
chants’ interests  of  this  country  which  they  say  will 
be  affected  by  the  legislation  ?— I suppose  that  that 
was  one  of  the  chief  causes  of  the  legislation  of  1915, 
because  up  to  that  time  we  had  had  constant  com- 
plaints from  British  traders  as  to  the  unfairness  of 
letting  the  non-resident  people  escape  the  tax,  and 
that  was  why  legislation  was  introduced  in  1915,  to 
bring  the  machinery  of  the  old  taxing  Acts  a little 
more  up-to-date.  But  I want  very  distinctly  to  em- 
phasize that  in  my  opinion,  and  departmentally  also, 
the  soope  of  the  Income  Tax  has  not  been  changed, 
that  the  tax  included  the  taxation  of  agencies,  but  it 
failed  of  its  purpose  because  there  was  not  sufficient 
machinery  at  that  time,  and  owing  to  these  numer- 
ous complaints  constantly  coming  to  us,  the  machinery 
was  improved  in  1915,  and  now  I think  the  tax  as  it 
stands  tends  to  get  all  the  people  within  the  net  who 
were  originally  intended  to  be  there. 

10.526.  In  paragraph  30  you  give  us  suggestions 

whereby  the  extension  of  the  principle  can  be  made 
by  registration  or  licence? — Yes;  that  may  be  con- 
sidered necessary  by  the  Royal  Commission  or  by  par- 
liament at  a later  date  if  this  tax  becomes  evaded  to 
a great  extent.  . , , , 

10.527.  Chairman:  Thank  you  for  coming  and  help- 
ing us. 
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Sir  Leo  Chiozza  Money. 


[ Continued . 


Sir  Leo  Chiozza  Money,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief:  — 

Precis  of  evidence  of  Sir  Leo  Chiozza  Money,  Author 
of  “ Riches  and  Poverty,”  “ The  Nation’s 
Wealth,”  &c. ; late  Parliamentary  Secretary  to 
the  Ministry  of  Shipping. 

10,528.  The  witness  gave  evidence  before  the  1906 
Select  Committee  on  the  Income  Tax,  the  Chairman  of 
which  was  the  late  Sir  Charles  Dilke.  His  then 
recently  published  hook,  “ Riches  and  Poverty,”  and 
the  estimates  of  national  income  contained  in  that 
book,  were  put  before  tlie  Committee  by  Sir  Henry 
Primrose  and  by  the  author.  He  was  in  close  touch 
with  Sir  Charles  Dilke  throughout  the  proceedings, 
and  at  the  close  of  the  evidence  handed  in  a Paper 
which  is  printed  as  Appendix  Number  14  of  the  Re- 
port of  November  29th,  1906  (Parliamentary  Paper 
No.  365  of  that  year).  He  would  like  to  direct  atten- 
tion to  that  Paper  now,  as  much  of  it,  in  his  opinion, 
stands  good. 


(A)  The  national  income. 

10.529.  (1)  It  is  submitted  that  the  extent  and  dis- 
tribution of  the  national  income  must  now,  as  in 
1906,  largely  influence  our  judgment  in  the  matter 
of  the  Income  Tax.  The  incidence  of  the  tax  must 
have  due  relation  to  what  I called  in  “ Riches  and 
Poverty  ” the  “ error  of  distribution,”  which 
apparently  remains  as  great  to-day  as  when  I dis- 
cussed it  in  “ Riches  and  Poverty.”  That  book 
estimated  the  aggregate  income  of  the  43,000,000 
people  of  the  United  Kingdom  as  approximately 
£1,710,000,000,  of  which 

Million  £. 

1J  million  persons  were  estimated  to  take  ...  5 85 
3£  » » „ „ „ 245 

38  „ „ „ „ „ 880 

£1,710 

Thus  about  one-half  of  the  national  income  was 
enjoyed  by  about  5,000,000  persons.  As  to  the  manual 
workers,  their  share  of  the  entire  income  was  about 
one-third,  and  as,  with  their  dependants,  they  formed 
about  two-thirds  of  the  community,  it  followed  that 
two-thirds  of  the  entire  nation  existed  on  about  one- 
third  of  its  income.  These  figures  had  a very  great 
and  proper  influence  upon  opinion.  In  1913  the 
national  income  had  advanced  to  about  2,200  millions, 
and  the  distribution  remained  very  much  the  same  in 
character  as  in  1906.  Still,  it  remained  true  that  the 
manual  workers  formed  about  two-thirds  of  the  nation 
and  drew  about  one-third  of  the  aggregate  income. 

10.530.  (2)  Material  does  not  exist  for  a computa 
tion  of  the  post-war  national  income  of  which  one  can 
Bpeak  with  as  much  confidence.  I have  seen  such 
exaggerated  statements  made,  however,  that  I think  it 
well  to  put  on  paper  a rough  but  not  unreasonable 
estimate.  It  is  as  follows : 

Bough  estimate  of  the  national  income,  1920. 

Mills,  of  £ 

(а)  The  “Taxable  Income”  of  1918-19  was  1,970 

(б)  Of  this  about  400  millions  was  the  in- 

come of  manual  workers  400 

(c)  Leaving  as  the  aggregate  of  incomes 

over  £130  and  of  other  than  manual 
workers  1,570 

(d)  But  the  amount  of  income  collected  as 

“ Excess  Profit  ” Duty  is  deducted 
from  profits  as  an  expense  of  business, 
and  has  to  be  added  here.  It  was 
probably  not  less  than  (actual  receipts 
in  1918-19  = 285  millions)  350 

(e)  There  is  little  doubt  that  there  is 

serious  evasion  of  the  Excess  Profits 
Duty.  I add  20  per  cent,  on  this 
account  ...  ...  ...  ...  79 


Mills,  of  £ 

(/)  The  averaging  system  diminished  the 

assessed  income  of  1918-19  by  at  least  150 

2,140 

( g ) Evasion  and  avoidance  account  pro- 

bably for  an  under-assessment  of  ...  100 

(h)  Aggregate  of  incomes  over  £130  per 

annum,  excluding  manual  workers  ...  2,240 

(?')  Allow  for  a reduction  of  5 per  cent. 

of  income  in  1920  110 

2,130 

(j)  Incomes  of  manual  workers  (including 

the  taxed  income)  1,260 

(7c)  Incomes  under  £130,  but  not  manual 

workers  250 

(7)  Rough  estimate  of  national  income  in 

1920  3,640 

There  is  admittedly  room  for  considerable  difference 
of  opinion  as  to  some  of  the  items  in  this  estimate,  but 
I do  not  think  it  is  misleading  as  to  the  main  facts  of 
the  situation.  I point  out  that  the  estimate  is  dated 
1920,  and  assumes  that  by  the  end  of  this  year  the 
fighting  forces  will  have  been  reduced  to  something 
approaching  a peace  footing.  Upon  these  approxima- 
tions the  income  of  the  manual  workers  still  remains 
a very  unsatisfactory  part  of  the  aggregate  income. 

10.531.  (3)  A statement  as  to  the  distribution  of 
“ Taxable  Income,  Allowances,  &c.,  among  Taxpayers  ” 
has  been  officially  furnished  to  the  Commission  and 
also  published  as  a Parliamentary  AVhite  Paper,  Cmd 
224  of  1919.  [Sec  App.  No.  11.]  This  statement,  of 
course,  does  not  purport  to  be  an  estimate  of  the  dis- 
tribution of  the  real  incomes  of  the  Income  Tax  and 
Super-tax  payers,  but  I fear  that  it  may  be  accepted 
as  that. 

It  has  to  be  remembered  that  taxable  income  is  much 
less  than  true  income  owing  to  the  averaging  system, 
evasion,  and  avoidance. 

Moreover,  the  Excess  Profits  Duty  is  an  Income 
Tax,  although  it  is  not  called  that.  It  is  an  Income 
Tax  deducted  at  the  source,  and  does  not  appear  in  the 
official  tables  of  gross  income  reviewed.  This  fact 
vitiates  all  the  income  statements  and  shows  how  the 
use  of  arbitrary  terms  may  seriously  influence 
estimates. 

10.532.  (4)  As  shown  by  the  Financial  Statement 
1919-20,  White  Paper  88  of  1919,  the  actual  receipts 
from  Excess  Profits  Duty,  &c.,  in  the  financial  year 
1918-19  were  285  millions,  but  there  is  great  lag  in 
collection,  and  this  sum  is  an  under-estimate  of  the 
real  amount  of  income  cut  off  at  the  source  as  excess. 
I submit  the  following  table  as  supplementary  to  the 
tables  of  Income  Tax  and  Super-tax  of  the  AVhite 
Paper  Cmd.  224:  — 

Million  £. 

Urand  Total  “ Taxable  Income  ” 1 970 

Add:  ’ 

(а)  Excess  Profit  Income  (items  d 

and  e of  Table  in  par.  2)  ...  420 

(б)  Under-assessment  through  aver- 

aging, evasion  and  avoidance 
(items  / and  g of  Table  in  par.  2)  250 

2,640 


Making 


1,990 


Net  Produce  of  Income  Tax  and 

Super-tax  338 

Add  Excess  Profits  Duty  (really 

Income  Tax)  350 

688 

Net  Income  after  payment  of  Income . 

Tax,  Super-tax  and  Excess  Profits  Duty  1,952 

According  to  this  estimate,  and  only  a very  small 
part  of  it  can  be  questioned,  the  real  income  of  the 
Income  Tax  payers  in  1918—19,  as  distinguished  from 
their  taxable  income,”  was  2,640  millions. 
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Of  this  2,640  millions,  338  millions  was  taken  as 
Income  Tax  and  Super-tax,  and  a further  virtual 
Income  Tax  termed  Excess  Profits  Duty,  cut  off 
another  350  millions  at  the  source,  making  a total 
collection  of  Income  Tax  of  688  millions. 

This  left  the  aggregate  income  of  persons  with  in- 
comes over  £130  a year  at  the  figure  of  1,952  mil- 
lions in  1918-19. 

That  is  to  say,  the  virtual  Income  Tax  expressed  as 
a flat  rate  was  no  more  than  about  3s.  9d.  in  the  £.* 

10.533.  (5)  These  considerations,  I venture  to  sub- 
mit, have  a most  important  bearing  upon  the  Commis- 
sioners’ inquiries.  The  Excess  Profits  Duty  has  just 
been  reduced  from  80  per  cent,  to  40  per  cent., 
which  means  that  a very  large  reduction  was  made 
in  the  real  Income  Tax  of  the  well-to-do  classes.  At  a 
time  when  we  hear  so  much  about  the  crushing 
burdens  of  taxation  it  is  well  to  keep  clearly  in 
mind  that  our  real  rates  of  Income  Tax  are  very 
different  things  from  the  nominal  rates  of  which  we 
hear  so  much. 

10.534.  (6)  In  this  connection  I should  like  to  re- 
mind the  Commission  of  the  now  demonstrated  truth 
of  what  I submitted  to  the  Select  Committee  on  In- 
come Tax  in  1906.  I quote  from  paragraph  7 of  my 
memorandum  of  that  date:  — 

“ I should  like  to  touch  upon  the  two  oft- 
repeated  assertions  (1)  that  the  Income  Tax  is 
our  ‘ only  war  reserve,’  and  (2)  that  this  ‘ war 
reserve  ’ has  been  already  seriously  tampered 
with.  What  are  the  facts?  In  the  fiscal  year 
1906-7  the  revenue  from  Income  Tax  is  but 
£31,000,000.  The  net  income  of  the  Income  Tax 
paying  classes  is  not  less  than  £830,000,000  net. 
After  payment  of  Income  Tax,  therefore,  their 
income  is  reduced  as  nearly  as  possible  to 
£800,000,000.  . . . The  ‘ war  reserve,’  if  that 
phrase  has  any  meaning  at  all,  surely  means  the 
reserve  taxable  capacity  of  the  nation.  That 
taxable  capacity,  so  far  from  decreasing,  has 
greatly  grown,  and  was  never  larger  than  it  is 
now.  The  present  Income  Tax  to  which  such 
terms  as  ‘ oppressive,’  * iniquitous,’  and  * intoler- 
able ’ are  so  freely  applied,  takes  but  about 
3 per  cent,  of  the  net  income  of  the  Income  Tax 
paying  classes.  I think  that  fact  supplies  an 
answer  to  the  question  whether  the  present  Income 
Tax,  with  an  average  incidence  of  3 per  cent.,  is 
either  a ‘ burden  on  trade  ’ or  a danger  to  our 
‘ war  reserve,’  to  beg  the  question  whether  that 
can  be  called  a ‘ reserve  ’ which,  as  I have  already 
indicated,  is  the  only  fund  from  which  taxes  can 
be  drawn,  whether  directly  or  indirectly.  It  is 
true  that  every  pennyworth  of  revenue  raised 
makes  it  more  difficult  to  get  another  penny- 
worth, but  the  ‘ reserve,’  tapped  by  ‘ Income 
Tax,’  is  the  same  1 reserve  ’ which  is  taxed  by 
the  beer,  duty  or  the  tea  duty,  or  the  dog  or  gun 
license  duties.” 

10.535.  (7)  Before  the  war  never  a year  passed  but 
T heard  men  rise  in  the  House  of  Commons  to  declare 
that  when  war  came  ,we  should  be  unable  to  find 
funds  for  it  because  of  the  high  rate  of  Income  Tax 
that  was  being  paid  in  peace.  The  war  has  suffi- 
ciently proved  who  was  right  in  that  matter.  Now, 
again,  as  was  to  be  expected,  we  have  the  cry  raised 
that  wo  shall  be  unable  to  afford,  because  of  the 
added  burden  of  the  war,  highly  necessary  social 
expenditure,  and  it  is  represented  that  it  would  be 
“ economy  ” to  cut  down  the  cost  of  many  essential 
national  functions.  I therefore  take  this  opportunity 
to  repeat  the  protest  which  I made  in  1906.  The  cur- 
rent talk  about  “ ruin  ” is  ofc  the  same  value  as 
that  of  those  who  declared  in  lurid  terms  that  we 
were  on  the  brink  of  ruin  in  1913. 

(B)  The  exemption  limit. 

10.536.  (8)  The  lowering  of  the  exemption  limit  dur- 
ing the  war  and  the  quarterly  assessment  to  Income 
Tax  have  been  greatly  resented  by  the  weekly  wage- 
earners,  and  I think  with  good  reason. 

* The  witness  desires  to  amend  this  sentence  so  as  to  read  as 
follows : — “That  is  to  say  the  virtual  Income  Tax  expressed  as  a 
flat  rate  on  the  whole  income  of  the  country  was  no  more  than 
about  3s.  9 d.  in  the  £,  and  expressed  as  a flat  rate  over  the 
incomes  of  those  with  over  £130  a year,  5s.  2d.  in  the  £.” 


As  to  merits,  the  rise  in  the  cost  of  living  has  been 
such  as  would  raise  the  old  exemption  limit  of  £160 
a year  to  more  than  twice  that  sum  if  we  desired  to 
maintain  the  real  effect  of  the  old  exemption  limit. 
The  claim  that  is  made  that  the  exemption  limit 
should  be  raised  from  £130  to  £250,  therefore,  is  a 
very  moderate  one,  for  it  leaves  the  small  taxpayer 
worse  off  relatively  than  before  the  war. 

As  to  expediency,  I do  not  think  it  is  worth  while 
to  maintain  the  low  exemption  limit.  It  must  cause 
a very  large  amount  of  trouble,  and  the  result  to 
the  Exchequer  is  comparatively  small.  The  official 
figures  show  that  in  1918-19  the  amount  of  Income 
Tax  collected  on  incomes  not  exceeding  £250  a year 
was  £7,886,000.  It  is  therefore  shown  that  the  raising 
of  the  exemption  limit  from  £160  to  £130,  with  all 
the  consequent  friction  and  discontent,  yielded  only 
£1,682,000  to  the  Exchequer.  This  while  the  House 
of  Commons  refused  to  give  the  officials  such  a proper 
power  of  investigation  in  respect  of  the  Excess  Profits 
Duty  as  might  have  given  the  State  fifty  times  this 
sum. 

10.537.  (9)  On  this  matter  of  the  exemption  limit, 
I desire  to  add  something  on  the  side  of  economic 
theory. 

It  is  too  often  forgotten  that  a citizen’s  contribu- 
tion to  the  State  is  not  alone  to  be  measured  by  what 
he  pays  in  taxes.  The  doctrine  of  equal  sacrifice,  if 
it  is  to  have  any  real  meaning,  must  be  considered 
not  merely  in  respect  of  what  a man  pays  in  tax  to 
his  country,  but  what  he  does  in  work  for  his 
country. 

It  is  because  this  all-important  consideration  is  so 
often  neglected  that  we  get  fanciful  propositions  for 
the  taxation  of  wages,  either  irrespective  of  their  size 
altogether,  as  one  ex-member  of  the  House  of  Com- 
mons would  have  it,  or  with  some  small  exemption 
limit.  A true  valuation  of  the  personal  contribution 
of  each  citizen  to  the  State,  as  a whole,  makes  short 
work  of  such  proposals.  Compare,  for  example,  the 
contribution  of  a seaman,  miner,  steel  worker  or 
carpenter,  to  the  State,  with  that  of  a stockbroker, 
company  director,  civil  engineer,  or  journalist.  The 
four  last-named  as  a general  rule  command  very  much 
bigger  incomes  than  the  four  first-named,  but  who 
will  venture  to  say  that  the  respective  sacrifices  made 
by  the  eight  individuals  for  their  country  in  time  of 
peace  are  measured  by  their  respective  incomes  or  that 
a graduated  tax  applied  to  the  eight  equalizes  their 
respective  sacrifices  ? 

My  contention  is  that,  in  view  of  the  dimensions 
of  the  national  income  and  its  distribution,  the  work 
done  by  those  having  incomes  up  to  £250  a year 
represents  all  that  of  sacrifice  for  the  Commonwealth 
can  properly  be  demanded  from  them,  and  that  any 
money  required  to  be  raised  for  public  purposes 
should,  save  in  respect  of  the  indirect  taxes  on 
aloohol  and  tobacco,  be  levied  on  incomes  above  that 
figure. 

The  unequal  treatment  of  rich  and  poor  in  the 
matter  of  inquisition  into  incomes  should  not  escape 
attention  in  this  connection.  We  go  behind  the  back 
of  the  employee  and  compel  his  employer  to  reveal 
his  wage  or  salary,  which  is  often  his  entire  income. 
Yet  the  Inland  Revenue  authorities  are  ndt  given 
power  to  investigate  the  books  of  Income  Tax,  Super- 
tax or  Excess  Profits  Tax  payers.  The  persons  who 
are  made  inquisitors  are  not  themselves  subject  to 
inquisition  ! 

(C)  The  incomes  from  war  fortunes. 

10.538.  (10)  I submit  also  that  the  nature  of  many 
of  the  larger  incomes  which  swell  the  national  income 
is  very  pertinent  to  the  present  enquiry. 

If  war.  contractors  and  others  had  been  content  with 
the  not  unhandsome  profits  of  peace  the  cost  of  the 
war  would  have  been  much  smaller,  there  would  have 
been  less  need  to  borrow,  and  the  problem  before  this 
Commission  would  be  of  a different  character. 

10.539.  (11)  If  the  Commission  desires  to  know  the 
magnitude  of  the  profiteering  which  has  obtained,  I 
venture  to  refer  it  to  two  well-authenticated  items  out 
of  many  that  might  be  given. 

The  first  is  the  fact  which  was  referred  to  by  the 
Prime  Minister  in  the  House  of  Commons  on  August 
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18th that  the  Costings  Department  of  the  Ministry 

of  Munitions,  helped  by  the  Socialist  manufacture  of 
shells,  &c.,  in  National  Factories,  saved  the  nation 
£400,000,000  upon  the  charges  originally  made  by  wax- 
contractors.  But  the  Costings  Department  did  not 
get  to  work  until  very  commercial  operations  had 
taken  hundreds  of  millions  from  the  Exchequer. 

The  second  illustration  is  that  in  the  first  two  years 
of  the  war  the  shipowners  of  this  country  made  a 
profit  of  about  £300,000,000,  or  more  than  twice  their 
pre-war  capital. 

This  rate  'of  profiteering  was  stemmed  by  the 
Ministry  of  Shipping  early  in  1917,  when  the  Cabinet 
gave  the  order  for  the  complete  requisitioning  of  the 
mercantile  marine  at  the  Blue  Book  arbitration  rates, 
but  not  until  the  cumulative  effects  of  all-round 
profiteering  had  made  it  too  late  for  the  State  to  do 
what  it  might  have  do'ne  at  the  beginning — run  the 
ships  at  reasonable  cost. 

I can  name  a case  in  which  a man  who  was  exceed- 
ingly poor  in  August,  1914,  now  possesses  a great' 
fortune  made  out  of  the  shipping  which  was  our  chief 
anxiety  in  the  war.  While  the  mercantile  marine  lost 
15,000  sailors  through  the  enemy  attack,  this  man  piled 
up  a fortune  in  six  figures;  yet  he  did  not  possess  a 
ship  when  the  war  broke  out.  Is  it  right  that  he 
should  pay  no  more  than  a man  who  acquired  the  same 
fortune  in  thirty  years  of  useful  manufacturing  in 
peace? 

10.540.  (12)  The  creation  of  a new  rich  class  by  the 
war  is  a shame  to  the  nation,  and  it  is  within  the 
powers  of  the  Commission  to  represent  to  Parliament 
that  no  system  of  Income  Tax  differentiation  which -it 
can  propose  will  touch  this  subject,  and  that  therefore 
it  is  for  Parliament  to  consider  whether  there  should 
not  be  a special  and  heavy  levy  upon  the  capital  of 
war  fortunes.  If  this  were  done  it  would  reduce  the 
National  Debt  and  therefore  reduce  the  Income  Tax 
to  be  paid  by  persons  who  have  not  made  war  fortunes. 

(D)  The  simplification  of  the  Income  Tax. 

10.541.  (13)  The  many  hands  which  have  worked  at 
different  times  to  reform  the  Income  Tax  have  done 
so  by  a process  of  detailed  amendment  which  has 
resulted  in  extraordinary  complications.  The  Board 
of  Inland  Revenue  have  submitted  to  the  Commission 
a paper  entitled  “ The  existing  Income  Tax  system.” 
[See  App.  No.  2.]  It  fills  fourteen  foolscap  pages, 
and  so  far  from  containing  redundant  matter,  is  an 
admirable  example  of  concise  statement.  It  is 
suggested  that  the  fact  that  fourteen  foolscap  pages 
are  needed  to  treat  the  subject  concisely  amounts  to 
a grave  criticism  of  the  tax  as  it  is. 

10.542.  (14)  It  seems  to  me  abundantly  necessary  to 
aim  at  simplification.  The  Income  Tax  is,  in  my 
opinion,  faulty,  and  needs  amendment,  but  it  is  not 
nearly  as  bad  in  its  total  effect  as  it  appears  to  the 
average  taxpayer.  The  prolonged  process  of  cutting 
bits  off  and  adding  bits  on  has  resulted  in  a series  of 
provisions  so  obscure  that  often  a taxpayer  does  not 
know  the  rights  which  he  possesses,  and  deems  the 
tax  to  be  much  more  unfair  than  it  actually  is.  The 
Income  Tax  is  such  a valuable  instrument  that  it  seems 
to  me  a thousand  pities  that  its  provisions  should  not 
be  such  as  to  be  easily  understood  without  the  study 
of  a complicated  document.  Although  I have  for  years 
given  a considerable  amount  of  attention  to  the  sub- 
ject, I confess  that  I often  find  myself  at  sea  in  the 
matter,  and  shall  be  surprised  if  I succeed  in  giving 
evidence  without  making  some  blunders.  What,  then, 
must  be  the  position  of  the  average  busy  man,  who 
has  little  time  for  the  study  of  Income  Tax  documents, 
and  who  finds  himself  assessed  by  an  official  who,  in 
his  turn,  can  hardly  be  expected  to  be  a sort  of  com- 
bined tutor  and  guardian  of  the  taxpayer?  I think 
the  result  of  all  the  complications  is  that  some  men 
avail  themselves  of  all  their  advantages  under  the  law 
as  it  stands,  while  others,  from  ignorance,  do  not. 

I plead,  therefore,  as  I have  pleaded  for  so  long,  for 
a simplified  Income  Tax  charged  upon  a plain  gradu- 
ated scale  and  calling,  therefore,  for  the  application 
of  no  abatements  save  those  made  in  respect  of  depen- 
dants. That  is  to  say,  I would  sweep  away  entirely 
the  abatement  system  as  it  is  used  to  amend  a flat 
rate  of  tax. 


10.543.  (15)  It  will  be  remembered  that  before  the 
Dilke  Committee  it  was  urged  that  graduation  was 
quite  inconsistent  with  taxation  at  the  source.  The 
Dilke  Committee  fortunately  thought  otherwise,  and 
subsequent  practice  has  proved  that  graduation  is  as 
practicable  as  it  is  fair.  I strongly  object  now, 
however,  as  I did  in  1906  (see  my  memorandum  of 
that  date,  paragraphs  8 and  9)  to  the  levy  of  a 
separate  Income  Tax,  called  the  Super-tax,  levied 
upon  a different  assessment,  especially  when  it  is 
levied  upon  a separate  and  arbitrary  assessment 
which  robs  the  State  of  a large  revenue,  and  which 
gives  the  Super-tax  payers  the  credit  of  paying  a 
much  higher  rate  than  that  really  imposed  upon 
them. 

10.544.  (16)  If  a plainly  graduated  scale  were  sub- 
stituted for  the  present  system,  with  its  abatements 
at  the  lower  end  of  the  scale,  and  its  Super-tax  upon 
big  incomes,  we  could  still,  as  is  desirable,  retain 
collection  at  the  source. 

10.545.  (17)  It  would  be  necessary  for  each  tax- 
payer to  declare  his  aggregate  individual  income  from 
all  sources,  whether  taxed  “ at  the  source,”  or  not. 

10.546.  (18)  Taxation  at  the  source  would  be  levied 
in  respect  of  a certain  part  of  the  tax,  the  proportion 
of  which  would  depend  upon  the  particular  scale 
necessary  to  produce  the  sum  required.  If,  for 
example,  the  graduated  scale  ranged  up  to  10s. 
in  the  £,  as  much  as  6s.  in  the  £ might  be  collected 
at  the  source.  Then  upon  the  individual  declara- 
tion of  the  taxpayer  the  balance  would  be  paid  if 
the  person  was  taxable  at  a higher  rate  than  6s., 
and  a balance  would  be  returnable  to  him  if  he  proved 
to  be  taxable  at  a lower  rate  than  6s.  This  plan 
would  sweep  away  the  separate  Super -tax  assessment. 
It  would,  however,  leave  intact  the  evasion  of  the 
Super-tax  by  reason  of  the  fact  that  joint  stock 
companies  put  large  sums  to  reserve  and  afterwards 
distribute  their  reserves  as  shares  which  do  not 
appear  as  “ income  ” in  individual  Super-tax  assess- 
ments. There'  is  grave  loss  of  tax  through  'non-assess- 
ment under  this  head,  so  that  the  rates  of  Super-tax 
now  charged  are  nominal,  the  virtual  rates  being 
smaller,  because  Super-tax  is  only  levied  on  part  of 
the  real  income  of  the  well-to-do  taxpayers.  It  is  a 
great  misfortune  for  the  nation  that  at  one  and  the 
same  time  Super-tax  payers  should  be  avoiding  tax 
and  obtaining  credit  for  paying  higher  rates  of  taxa- 
tion, and  I deal  with  this  point  later. 

10.547.  (19)  The  three  years’  averaging  system 
should  be  abolished.  Every  taxpayer  should  declare 
in  the  current  financial  year  the  income  he  received 
in  the  last  calendar  year.  That  is  to  say,  in  the 
financial  year  beginning  April,  19201,  the  taxpayer 
should  declare  his  actual  income  for  the  calendar  year 

1919. 

This  would  greatly  increase  the  assessment  in  most 
years,  Bince  the  income  of  the  country  is  usually 
rising.  In  the  war  the  existence  of  a three  years’ 
averaging  Bystem  combined  with  the  absurd  Super-tax 
assessment  on  the  last  year’B  income — last  year’s 
income  in  its  turn  being  a combination  of  averages 
of  former  years — coBt  the  Exchequer  a 'very  largo  sum 
of  money. 

But  whether  the  income  of  an  individual  is  rising 
or  falling,  it  is  the  fairest  thing  to  assess  upon  the 
income  of  the  previous  year,  because  it  is  the  realized 
income  and  because,  therefore,  the  result  is  either  that 
the  taxpayer,  receiving  more,  is  able  to  pay  more,,  or, 
receiving  less,  has*Jess  to  pay.  This  consideration 
appears  to  me  to  be  conclusive  on  the  score  of  justice, 
and  it  is  above  all  things  necessary  to  make  the 
Income  Tax  just. 

10,548.  (20)  All  assessments  being  made  on  last 
year’s  income,  I suggest  that  all  joint  stock  companies 
should  be  compelled  to  pay  their  dividends  on  official 
dividend  warrant  forms  supplied  at  cost  price  by  the 
Inland  Revenue  authorities.  Those  forms  should  be 
divided  longitudinally  into  two  parts  by  a perforation. 
(There  would  also  of  course  be  a counterfoil.)  The 
left-hand  side  would  be  the  dividend  warrant,  payable 
through  a banker  in  the  ordinary  way.  The  right- 
hand  portion  would  repeat  the  details  of  the  dividend 
paid,  and  the  amount  of  the  tax  deducted  at  the 
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source.  It  should  be  made  compulsory  for  the  indi- 
vidual taxpayer,  in  declaring  his  aggregate  income 
from  all  sources,  to  return  with  his  declaration  form 
the  tax  record  half  of  the  dividend  warrant.  This 
would  at  once  help  him  in  making  his  declaration, 
while  furnishing  the  Inland  Revenue  authorities  with 
conclusive  evidence  as  to  the  tax  due  and  the  amount 
of  the  tax  paid  at  the  source.  There  should  be  a 
penalty  of  forfeiture  of  the  whole  amount  of  the 
dividend  if  the  form  is  not  returned  with  the  Income 
Tax  declaration. 

This  tax  record  portion  of  the  dividend  warrant 
should  also  bear  a record  of  that  proportion  of  the 
company’s  profits  of  the  year  not  distributed  as 
dividend,  so  that  the  individual  taxpayer  could  return 
it  for  what  it  is,  the  actual  income  of  the  year,  and 
the  Exchequer  would  no  longer  lose  tax  upon  it  as  it 
now  does  through  the  Super-tax  system. 

10.549.  (21)  This  matter  is  of  so  much  importance 
that  I ask  leave  to  quote  here  in  full,  from  the  official 
record  of  the  existing  Income  Tax  system  [ see  App. 
No.  2],  the  final  paragraph  (50) : 

Super -tax. 

“ Assessments  to  Super-tax  for  each  year  are 
made  on  the  basis  of  the  total  income  of  the 
individual  from  all  sources  as  liable  to  Income 
Tax  tor  the  preceding  year.  The  statement  of 
income  for  the  preceding  year  is  not  necessarily 
or  even  usually  the  actuai  income  of  that  year, 
but  it  is  the  income  on  which  Income  Tax  was 
paid  for  that  year. 

“ For  instance,  take  the  case  of  an  individual 
whose  total  income  is  derived  from  the  following 
sources : — 

Profession  of  barrister, 

Interest  on  Registered  National  War  Bonds, 
and 

Dividends  on  investments  taxed  at  the  source. 

“ The  computation  of  his  total  income  for  the 
purposes  of  Super-tax  for  (say)  the  year  5 will 
be  made  as  follows : — 

(a)  Profits  as  barrister : — The  Income  Tax 
assessment  of  the  year  4,  which  is 
itself  based  on  the  average  profits  of 
the  years  1,  2 and  3. 

(&)  Interest  on  War  Bonds: — The  Income 
Tax  assessment  for  the  year  4,  which  is 
itself  based  on  the  interest  arising  in 
the  year  3. 

(c)  Taxed  dividends  : — The  amount  on  which 
Income  Tax  was  paid  (by  deduction  at 
the  source)  for  the  year  4 which  in  this 
case  is  the  actual  sum  received  in  the 
year  4. 

“ The  aggregate  amount  of  these  three  items 
represents  the  ‘ statutory  income  ’ of  the  year  4 
on  the  basis  of  which  the  Super-tax  assessment  for 
the  year  5 will  be  made.” 

It  appears  to  me  that  merely  to  recite  these  parti- 
culars is  to  criticise  them. 

10.550.  (22)  The  plan  I have  proposed  would,  I sub- 
mit, greatly  simplify  the  tax.  As  to  the  nature  of  the 
scale,  this  must,  of  course,  vary  with  the  revenue 
required,  but  I should  like  to  join  with  those  who 
reject  the  idea  of  a pretty  looking  scale  based  upon  a 
mathematical  formula.  Taxes  are  things  applied  to 
human  beingB,  and  the  scale  must  have  regard  to 
human  considerations  which  cannot  always  be  em- 
braced in  a pretty  curve. 

10.551.  (23)  Nevertheless,  I should  like  to  make  a 
plea  for: 

(1)  The  avoidance  of  sudden  jumps  in  the  scale, 

which  is  perfectly  simple  if  the  plain-scale 
method  is  adopted,  and 

(2)  Tho  more  moderate  taxation  of  the  smaller 

incomes. 

Examination  of  the  curves  given  in  Appendix  12 
to  the  Minutes  of  Evidence  shows  how  steep  is.  the 
rise  up  to  £2,000  a year.  I think  it  would  be  just 
that  some  part  of  the  burden  of  the  smaller  tax- 
payers should  be  readjusted  to  fall  upon  the  higher 
orders  of  income. 

[This  concludes  the  cvidence-in-chief .] 


10.552.  Chairman:  We  have  your  paper  before  us 
and  we  shall  immediately  examine  you  on  that,  if  you 
will  kindly  answer  the  questions  the  Commissioners 
will  put  to  you.  Sir  Walter  Trower  will  begin  the 
examination. 

10.553.  Sir  W.  Trower:  In  your  estimate  of  the 
national  income  you  take  as  the  taxable  income  of 
1918  £400,000,000  as  the  income  of  manual  workers? 
— About  £400,000,000.  I am  afraid  it  is  only  a shot. 

10.554.  That  is  the  best  estimate  you  can  obtain  of 
the  total  income  of  all  manual  workers? — Oh  no;  it 
is  the  estimate  of  the  income  of  that  part  of  the 
manual  workers  who  pay  tax. 

10.555.  Does  that  mean  that  you  estimate  the 
income  of  manual  workers  at  less  than  £130  at 
£8,600,000 — the  difference  between  those  who  pay 
tax  and  the  others? — The  total  incomes  of  manual 
workers  for  1920  I estimate  at  about  £1,260,000,000. 

10.556.  Then,  if  that  is  so,  you  estimate  that  of  the 
manual  workers  the  income  of  less  than  one-third  is 
liable  to  Income  Tax  ? — Yes,  it  would  be  about  that. 

10.557.  Rather  more  than  two  out  of  three  pay  no 
Income  Tax — the  proportion  of  400  to  1,200? — Yes, 
roughly. 

10.558.  That  is  your  estimate? — Yes;  that  is 
because  so  many  of  them  are  still  under  the  exemp- 
tion limit.  Although  we  have  lowered  the  exemption 
limit  we  still  get  the  greater  part  of  the  working 
class  of  the  country  under  that  exemption  limit — 
which  is  a very  significant  thing. 

10.559.  Then,  with  regard  to  paragraph  8,  you  pro- 
pose to  raise  the  exemption  limit  to  £250? — Yes. 

10.560.  If  that  were  accepted,  can  you  tell  us  what 
would  be  the  income  and  the  tax  paid  by  the  other 
classes,  that  is  to  say,  what  would  be  the  rate 
equivalent  to  the  3s.  9d.  which  you  arrive  at?  You 
spread  3s.  9d.  over  all  the  payers? — It  would  make  a 
very  small  difference,  because,  although  I have  not 
the  figures  in  my  mind,  it  is,  of  course,  true  that  the 
lowering  of  the  exemption  limit  has  had  very  poor 
results  for  the  Exchequer.  If  you  raise  the  limit 
from  £160  to  £250,  I do  not  think  it  would  make 
very  much  difference,  but  I have  not  the  figure  in 
my  mind. 

10.561.  You  do  not  consider  that  that  would  raise 
the  3s.  9d.  materially  ?— I do  not  think  it  would  very 
materially,  but  I am  afraid  I have  not  the  fact  in 
my  mind  to  enable  me  to  answer  your  question. 

10.562.  You  have  formed  no  estimate? — It  is  easily 
formed,  of  course,  from  the  official  figures.  We 
could  easily  do  it  now.  I am  sorry  I cannot  give  the 
answer  at  once. 

10.563.  I was  only  asking  for  information.  I am 
afraid  I have  not  been  able  to  follow  that  quite. 
This  3s.  9d.  is  taken  as  a flat  rate,  is  it  not,  for  all 
the  Income  Tax  payers? — Yes. 

10.564.  That  is  the  result? — Yes. 

10.565.  If  every  taxpayer  were  to  pay  the  same,  it 
would  be  at  the  rate  of  3s.  9d.  ?— Yes,  and  I do  not 
think  it  would  make  a very  great  difference  to  that 
figure  if  you  raised  the  exemption  limit  to  £250. 

10.566.  That  is  your  answer? — Yes. 

10.567.  It  is  the  effective  rate  on  the  whole  amount 
of  the  taxpayers  as  paid  ?— Yes.  You  refer,  of  course, 
to  the  last  paragraph  in  my  paragraph  4. 

10.568.  Certainly— That  is  to  say,  the  virtual 
Income  Tax  expressed  as  a flat  rate  is  no  more  than 
about  3s.  9d.  in  the  £. 

10.569.  That  is,  taking  the  taxpayers  as  a whole, 
you  make  the  flat  rate  3s.  9d.  ?— Yes.  My  answer  is 
there  would  certainly  not  be  a very  great  difference 
Gaused  by  the  alteration  which  I and  others  have 
suggested. 

10.570.  I will  not  trouble  you  more  on  that  ques- 
tion ; I only  wanted  to  hear  what  you  had  to  say. 
The  effective  rate  on  small  incomes  is  very  small,  is 
it  not  ? — Yes. 

10.571.  The  effective  rate  on  large  incomes  is  very 
large?— Yes,  but  not  so  large  as  is  generally  supposed. 
I have  endeavoured  to  show  that. 
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10.572.  I shall  come  to  that  later? — The  nominal 
rates  are  large;  the  real  rates  are  smaller  because  of 
the  evasion  and  avoidance  which  obtain. 

10.573.  If  you  take  an  income  of  £10,000,  that  pays 
an  effective  rate  of  over  8s.,  does  it  not,  Income  Tax 
and  Super-tax? — It  is  about  that.  You  know  how 
difficult  it  is  to  carry  figures  in  one’s  mind. 

10.574.  I am  asking  for  your  assistance.  You  are 
an  expert  in  these  matters? — That  is  a matter  of 
fact,  and,  of  course,  the  facts  are  in  the  official 
papers;  one  cannot  bear  all  those  facts  in  one’s  mind. 

10.575.  That  is  what  I gather  from  your  paper? — 
I have  the  official  paper  here  somewhere,  where  the 
figure  is  given. 

10.576.  I think  you  may  take  it  from  me  that  that 
is  so ; I do  not  think  that  will  be  disputed  ? — You  are 
referring  to  the  nominal  rate,  putting  aside  any 
question  of  avoidance  or  evasion  or  averaging,  or 
anything  of  that  sort. 

10.577.  Yes;  a taxable  income  of  £10,000  pays  a 
little  over  8s.  ? — Yes. 

10.578.  I think  it  is  common  ground  between  you 
and  me? — Yes,  but  I must  please  correct  that:  only 
if  the  £10,000  is  the  true  income  of  the  taxpayer. 

10.579.  We  will  assume  that  is  the  true  income. 
Then  I think  you  will  agree  with  me  that  a large 
income  pays  10s.  6d.  Income  Tax  and  Super-tax ?^~ 
Yes,  that  figure  I at  once  recognize. 

10.580.  Also,  if  the  taxpayer  is  the  unfortunate 
owner  of  mines,  he  pays  mineral  rights  duty  out  of 
his  income? — Yes;  he  also  pays  Inhabited  House  Duty. 

10.581.  That  is  in  the  nature  of  an  Income  Tax, 
is  it  not? — Yes. 

10.582.  You  also  refer,  later  on,  to  a reduction  in 
the  Excess  Profits  Duty? — Yes — the  recent  reduction. 

10.583.  Was  not  that  advocated  everywhere  to  save 
crippling  commercial  enterprise,  to  prevent  the 
destruction  of  commercial  enterprise? — That  was,  I 
think,  the  main  argument  used  by  the  business  men 
who  approached  the  Chancellor  of  the  Exchequer  and 
asked  him  to  make  some  such  reduction. 

10.584.  But  that  was  very  generally  alleged,  was 
it  not? — Yes. 

10.585.  That  enterprise  in  trade,  and  the  develop- 
ment of  trade,  as  I understand  it,  was  suffering.  I 
think  the  contention  was  that  the  Excess  Profits  Duty 
crippled  enterprise? — Yes,  that  was  the  contention. 

10.586.  And  probably  that  was  the  ground  on  which 

the  Chancellor  of  the  Exchequer  acted? — Yes.  Of 

course,  I am  not  aware  of  the  ground  that  influenced 
him. 

10.587.  But  that  was  the  contention  everywhere? — 
I think  the  tax  was  found  to  be  eminently  disagree- 
able to  those  who  paid  it. 

10.588.  Of  course,  we  all  feel  that  with  regard  to 
all  taxation,  I think.  Do  you  agree  to  this  pro- 
position: that  Excess  Profits  Duty  would  increase 
prices? — It  is  very  difficult  to  give  a true  general 
answer  to  that  question.  Prices  of  various  com- 
modities at  this  time  are  high,  and  are  high  for  a 
number  of  different  reasons.  The  reasons  are  not 
always  the  same  in  every  case.  It  is  therefore  very 
difficult  for  me  to  give  a true  general  answer  to  your 
question.  Let  me  add  to  that,  if  I may,  this:  that, 
so  far  as  the  products  are  concerned  which  are  touched 
by  Excess  Profits  Duty,  as  a general  rule,  as  you  will 
find  by  reference  to  a recent  Report  on  Trusts  and 
Combines,  they  are  controlled  by  price  rings  or  trusts, 
who  are  already  exacting  the  highest  possible  price 
that  the  commodity  will  bear.  I do  not  think,  there- 
fore, that  the  Excess  Profits  Duty,  one  way  or  the 
other,  will  affect  price.  If  you  reduce  the  Excess 
Profits  Duty  you  will  merely  increase  the  amount  of 
the  profit  taken  by  the  taxpayer  and  decrease  the 
receipts  of  the  Chancellor  of  the  Exchequer.  Forgive 
me  for  giving  a long  answer. 

10.589.  It  is  difficult  to  give  a concise  answer.  Pro- 
bably you  will  agree  that,  to  a certain  extent,  it 
will  affect  the  price.  Now  I ask  you  to  turn  to 
paragraph  4.  The  rate  taken  from  the  whole  taxed 
community  is  20  per  cent.,  . roughly  speaking,  or 
3s.  9d.  in  the  £ — the  flat  rate  of  which  we  have  been 
talking? — Yes,  according  to  the  estimate  which  I 
have  made. 


10.590.  That  amounts  to  20  per  cent.  Four 
shillings  would  be  20  per  cent? — Yes.  You  are,  of 
course,  putting  to  me  these  quite  obvious  things; 
you  are  simply  expressing  the  3s.  9d.  as  a percentage. 

10.591.  Practically  I express  it  as  a percentage  of 
20  per  cent.  ? — Yes. 

10.592.  You  contend  that  there  is  not  even  a present 
taxable  margin  in  small  incomes  ? — A taxable  margin, 
as  I have  tried  to  explain  in  this  paper,  must,  1 
think,  have  reference  to  the  whole  contribution  of 
the  taxpayer,  not  merely  to  the  Government,  but  to 
the  community. 

10.593.  That  I understand? — That  I have  explained, 
and  therefore  you  will  understand  the  difficulty  I 
find  in  answering  your  question  in  the  terms  in 
which  you  put  it.  I have  really  given  the  answer  in 
my  paper. 

10.594.  You  will  agree,  I think,  that  some  incomes 
pay  30,  or  40,  or  50  per  cent,  more;  I have  dealt 
with  that  question  just  now;  they  pay  10s.  6d.?— 
Y'es,  or  should  do. 

10.595.  And  when  Excess  Profits  Duty  is  added  to 
the  Income  Tax  they  pay  60  or  65  per  cent.,  or 
even  more? — Yes,  I suppose  so  in  some  cases. 

10.596.  You  contrast  that  with  the  3 per  cent,  of 
net  income  of  the  Income  Tax  paying  classes  in  1906? 
— Yes.  Would  you  allow  me  to  add  one  thing,  if  1 
may. 

10.597.  Do  so,  if  you  please? — I cannot  help  think- 
ing that  one  of  the  basic  facts  which  bear  upon  the 
questions  you  are  asking  me  is  revealed  by  the  Death 
Duty  returns  in  a much  more  striking  and  significant 
manner  than  any  figures  which  you  have  got  before 
you.  If  you  refer  to  the  revelations  of  the  Death 
Duties — estates  passing  at  death — you  will  find  that 
every  year  about  two-thirds  of  all  property  that 
passes  is  left  by  only  4,000  persons;  roundly  I think 
it  is  £200,000,000  out  of  £300,000', 000  is  left  by 
4,000  persons.  Now,  if  you  apply  the  multiplier  30 
to  that  4,000  persons,  you  get,  of  course,  120,000 
persons,  and  it  is  a fair  presumption  that  120,000 
persons  own  two-thirds  of  the  United  Kingdom. 
When  you  have  got  that  extraordinary  disproportion 
in  the  distribution,  not  of  income  but  of  all  property, 
before  you,  and  all  that  it  means  in  unearned  income 
arising  from  that  property,  then  alone,  I think,  you 
can  get  a true  view  of  taxable  capacity. 

10.598.  How  does  that  affect  Income  Tax? — I was 
trying  to  explain.  Then  only  have  you  got  a true 
view  of  what  your  application  of  Income  Tax  should 
be  to  the  majority  of  the  persons  of  the  country — the 
majority  of  whom  have  little  or  no  property.  That 
seems  to  me,  if  I may  say  so,  a very  important  point. 
It  must  be  so,  must  it  not?  If  120,000  persons  havb 
over  two-thirds  of  the  country,  taking  its  land  and 
railways  and  everything  as  a going  concern,  lock, 
stock  and  barrel — two-thirds  owned  by  a group  of 
persons  so  small  that  it  is  only  one  half  the  number 
of  persons  who  emigrated  from  the  country  before 
the  war,  and  whose  loss  was  never  noticed — the  rest 
of  the  nation  owns  only  one-third  of  the  whole 
national  property.  I was  only  suggesting  that  that 
has  a very  great  relevance  to  the  question  of  gradua- 
tion .of  the  Income  Tax. 

10.599.  I think  we  are  travelling  a little  far  from 
Income  Tax,  because  you  must  know,  as  well  as  I 
do,  from  painful  experience,  that  a very  large  part 
of  the  property  of  this  country  does  not  produce  any 
income  at  all? — No,  I could  not  admit  that.  A large 
part  if  you  mean  actually,  but  not  relatively. 
Relatively  the  greater  part  of  the  property  of  the 
country  does  yield  income. 

10.600.  My  experience  is  that  a very  large  part 
of  the  property  of  this  country  does  not  produce 
income? — No,  I am  sorry  to  differ  from  you ; the 
greater  part  of  the  property  of  this  country  yields 
income.  That  does  not  mean  that  there  is  not  a 
very  large  lump  that  does  not,  but  I am  speaking 
in  relative  terms,  and  it  is  relative  terms  that  you 
have  to  consider  in  this  connection. 
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10.601.  I put  it  to  you  that  you  cannot  measure 
the  incidence  of  Income  Tax  by  the  capital  that 
appears  as  assessed  for  Death  Duties?— Yes;  it  has 
been  practically  done  in  certain  countries.  It  was 
done  in  Germany ; it  has  been  suggested  that  it 
should  be  done  here,  and  there  is  a good  deal  to 
be  said  for  it.  It  is  a highly  practical  suggestion : 
that  you  should  levy  a percentage  upon  the  capital 
property  possessed  by  all  of  us.  So  that  if  a man 
has  made  a collection  for  his  own  gratification,  of 
£500,000  worth  of  masterpieces,  which  yield  him  only 
an  income  of  pleasure,  he  should  nevertheless  pay  an 
Income  Tax  in  respect  of  them. 

10.602.  You  would  tax  the  Surveyors  of  this  Insti- 
tute on  that  masterpiece  which  is  hanging  opposite 
to  you.  That  is  your  meaning? — Forgive  me  for 
mentioning  that,  but  I do  really  think  that  this 
question  of  the  distribution  of  property,  if  I may 
respectfully  say  so  to  the  Commission,  has  a very 
great  bearing  upon  the  question  of  taxation,  because 
it  affects  the  whole  question  of  a man’s  income  and 
its  nature. 

10.603.  I think  we  understand  what  your  conten- 
tion is  on  that  point.  Do  you  agree  that  Death 
Duties  are  deferred  Income  Tax  or  not? — In  practice 
it  comes  to  that,  because  the  greater  number  of  people 
insure  against  them. 

10.604.  In  regard  to  increased  taxation  and  its 
effect  on  trade,  do  you  consider  that  as  Income  Tax 
increases  up  to  and  beyond  a certain  point  it  results 
in  limitation  of  trade  enterprise? — No,  I do  not 
think  so;  there  has  never  been  any  evidence  of  it. 

10.605.  I have  always  understood — and  I am  speak- 
ing to  an  expert  now — that  you  want  the  savings  of 
one  year  to  carry  on  and  develop  your  business  for 
the  next  year.  Is  that  not  so? — Yes,  Taut  if  I,  as  a 
man  of  enterprise,  have  to  pay  Income  Tax,  I know 
that  in  all  intelligent,  civilised  countries  heavy  con- 
tributions have  to  be  made  to  the  cost  of  Government. 
If  I have  so  little  enterprise  that  my  just  contri- 
bution to  the  State  makes  me  unenterprising,  I am 
not  an  enterprising  man. 

10.606.  It  is  not  a question  of  whether  it  makes 
you  unenterprising  or  not,  but  whether  the  margin 
of  profit  which  you  make  out  of  your  business  is 
taxed  so  that  it  is  impossible  to  develop  your  business 
in  the  succeeding  year.  That  is  the  point  I am 
asking  about  P — Of  course,  if  the  State  came  down 
upon  me  and  took  away  the  whole  of  the  profits  from 
my  business,  it  is  quite  possible  it  would  put  me  out 
of  business. 

10.607.  It  is  quite  possible  to  tax  the  business  so 
that  you  cannot  save  for  next  year? — Yes;  it  is  all 
a matter  of  degree. 

10.608.  So  that  the  higher  rate  of  Income  Tax, 
the  less  there  is  to  save  and  develop  business  in  the 
following  year? — Yes;  I am  afraid  it  is  one  of  the 
concomitants  of  a civilised  existence.  One  has  to 
pay  taxes  to  keep  up  the  society  of  which  one  forms 
a part. 

10.609.  We  are  dealing  with  a particular  tax? — 
But  all  taxes  are  Income  Tax.  The  expenses  of  the 
Government  have  to  be  met. 

10.610.  Excuse  me,  we  are  dealing  with  an  Income 
Tax,  so  called,  in  this  Commission.  My  question  was 
whether,  if  taxation  does  proceed  beyond  a certain 
limit,  it  will  seriously  affect  the  development  of 
trade? — Yes,  that  is  so. 

10.611.  You  agree? — Yes. 

10.612.  May  I ask  you  a question  in  reference  to 
paragraph  9,  on  the  economic  theory  P — Of  course,  I 
have  not  put  all  the  points  here.  I have  endeavoured 
in  this  evidence  to  put  new  points  to  the  Commission. 
I have  not  gone  over  well-worn  ground;  I have  not 
gone  into  John  Stuart  Mill  and  all  the  rest  of  it. 

10.613.  Chairman:  There  are  a great  many  points 
that  are  not  in  your  paper  which  you  will  probably 
be  examined  on  later  on. 

10.614.  Sir  W.  Trower : I am  trying  to  make  my 
points  as  clear  as  I can.  You  adopt  one  value  in 
your  paper  as  far  as  you  can — of  sacrifice? — Yes;  I 
think  that  should  be  the  guiding  principle,  if  I may 
say  sq. 


10.615.  You  do  not  take  into  consideration  the 
ability  and  efficiency  of  the  taxpayer  as  a unit  of  the 
community.  You  do  not  make  any  difference,  as  I 
understand,  between  the  man  who  contributes  to  the 
State  by  working,  and  the  man  who  does  not? — Yes, 
I give  a general  consent  to  the  principle  of  differentia- 
tion, which  does  seek  to  distinguish  between  the  man 
who  works  and  the  man  who  does  not  work. 

10.616.  Therefore  the  man  who  does  not  work  you 
differentiate  from  the  man  who  does,  as  an  economic 
problem? — Yes. 

10.617.  In  that  connection,  may  . I ask  you  whether 
you  think  that  a man  who  is  a bachelor  and  who 
earns  £250  should  not  contribute  anything  to  the 
country  ? — If  I may  be  forgiven  for  saying  so,  I think 
I was  the  first  person,  at  any  rate  in  the  House  of 
Commons,  to  propose  the  taxation  of  bachelors. 

10.618.  You  talk  of  sacrifice;  is  there  any  sacrifice 
in  a bachelor,  an  operative,  who  earns  £250  a year, 
paying  something  towards  the  State?— I think  there 
is  a case  for  a contribution  from  such  a man,  if  it  is 
worth  collecting,  which  I very  much  doubt. 

10.619.  That  is  a different  point? — Yes. 

10.620.  You  would  differentiate  between  the  man 
who  does  not  really  need  £250  to  obtain  the  maxi- 
mum of  efficiency,  and  the  man  who  needs  more? — 
Yes ; as  a matter  of  theory,  one  must  grant  it,  but 
in  practice,  taking  into  account  all  the  circumstances 
of  the  case,  I doubt  if  it  would  be  worth  while. 

10.621.  I think  I have  got  your  answer  to  that 
point.  Then  will  you  go  to  paragraph  12?  Have 
you  considered  the  practical  aspects  of  a differentia- 
tion of  Income  Tax  by  a levy  which  looks  only  at 
conditions  due  to  the  war? — This  proposes  not  an 
Income  Tax,  it  proposes  a capital  levy  upon  such 
persons  in  order  to  bring  in  revenue. 

10.622.  But  both  as  regards  income  and  capital 
we  are  passing  through  an  inflated  period  owing  to 
the  war.  As  that  disappears,  do  you  agree  that 
things  will  be  different? — I do  not  see  how  these 
fortunes  are  to  disappear.  Where  a man  has  made 
half  a million  out  of  the  war,  that  half  a million 
is  not  likely  to  disappear. 

10.623.  It  will  disappear  in  currency? — I do  not 
think  so.  I think  we  should  make  a capital  levy 
upon  him  in  order  to  reduce  the  National  Debt,  and 
therefore  to  reduce  indirectly  the  Income  Tax  and 
help  to  reduce  the  size  of  the  problem  that  you  have 
to  consider  here.  That  is  the  proposition  that  I make 
in  this  paragraph.  I understand  it  is  being  done  in 
Italy ; I am  not  sure,  but  I think  I have  read  of  its 
being  done;  I have  no  special  knowledge  of  it. 

10.624.  You  do  not  agree  that  the  condition  which 
we  have  to  face  with  regard  to  currency  is  temporary 
owing  to  the  war? — Whether  or  not  high  prices  are 
due  to  currency  is  a matter  for  separate  argument; 
I should  be  glad  to  argue  that,  but  I think  you 
attach  too  much  importance  to  it,  if  I may  say  so; 
but  so  far  as  high  prices  are  concerned,  quite  apart 
from  their  cause,  undoubtedly  prices  will  fall  in  the 
course  of  a few  years. 

10.625.  Can  you  distinguish  profits  or  capital  whose 
increase  is  due  specifically  to  war  activities,  and  in- 
creases incidental  to  or  consequential  on  such  war 
activities? — Yes,  I think  you  can. 

10.626.  Can  you  give  us  some  light  on  that  point? 
— I think  you  could  take  any  man  who  at  the  end  of 
the  war  had  a larger  capital  than  at  the  beginning 
of  the  war,  save  for  an  ordinary  rise  in  values,  which 
of  course  he  can  show.  For  instance,  shares,  it  would 
not  be  his  fault  if  shares  rose  in  the  market;  but  in 
the  general  case  you  can  certainly  show  whether  or 
not  the  man  has  gained  a fortune  during  the  war.  I 
see  no  great  difficulty,  and  I believe  it  is  being  done, 
as  I say. 

10.627.  You  can  distinguish? — Yes,  I think  so. 
These  things  are  difficult,  but  they  are  certainly 
worth  attempting,  if  only  for  their  moral  effect. 

10.628.  Then  with  regard  to  graduation.  Have  you 
read  the  official  evidence  about  graduation? — Of  Mr. 
Hopkins,  yes,  I have  read  it  with  very  great  interest. 

10.629.  You  say  that  all  abatements  should  be  doqe 
away  with? — No,  not  necessarily. 
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10.630.  Other  than  for  dependants? — I am  speak- 
ing of  the  main  graduation  system.  You  cannot,  of 
course,  get  an  absolutely  simple  Income  Tax,  but  I 
am  trying  to  contend  in  this  paper  that  you  can  get 
a much  simpler  one. 

10.631.  I quite  understand  that,  but  you  read  from 
the  official  evidence  that  they  have  tried  to  make  the 
collection  of  Income  Tax  as  simple  as  possible  P — 
I think  that  the  present  system  has  been  the  result 
of  successive  reforms,  but  no  attempt  has  been  made 
to  make  radical  reforms. 

10.632.  Do  you  not  think  that  in  working  the 
system  of  graduation  and  the  system  of  abatements 
together,  the  Income  Tax  authorities  have  made  it 
as  simple  as  possible? — No,  I do  not  think  so. 

10.633.  But,  as  a business  proposition,  is  it  not  cer- 
tain that,  if  there  was  an  easy  method  of  doing  it, 
the  Government  would  have  taken  it? — I do  not 
think  that.  Each  successive  Chancellor  of  the  Ex- 
chequer has  taken  the  easy  road  at  the  time. 

10.634.  The  object  of  the  Inland  Revenue  is  to  raise 
the  maximum  taxation  in  the  most  simple  manner  P — 
No;  I think  the  object  of  the  Inland  Revenue  is  to 
do  what  it  is  told. 

10.635.  As  simply  as  possible,  with  the  least  fric- 
tion?— No,  forgive  me.  What  the  Inland  Revenue 
does  as  an  official  administrative  body  is  determined 
by  Parliament  in  its  wisdom. 

10.636.  With  the  least  friction,  I am  putting  to 
you? — The  least  friction  from  the  point  of  view  of 
official  administration  does  not  necessarily  accord 
with  what  a man  may  do  in  the  House  of  Commons. 

10.637.  Surely  you  will  agree  that  those  gentlemen 
who  have  had  this  experience,  and  whose  evidence 
you  have  read,  have  been  working  on  this  point,  and 
their  object  is  not  to  have  any  friction  with  the 
public? — I think  your  question  should  be  addressed 
to  the  official  administrators,  if  I may  say  so.  You 
can  only  ask  me  for  my  opinion.  My  opinion  I have 
tried  to  express  in  simple  terms.  It  is  that,  so  far  as 
the  main  graduation  is  concerned,  it  should  take  the 
form  of  a simple  scale.  That  would  entail  certain 
abatements,  but  not  the  bits  on  and  bits  off  that  now 
obtain. 

10.638.  Will  you  go  to  paragraph  15?  You  say 
that  the  Super-tax  payers  get  the  credit  of  paying 
higher  rates  than  those  really  imposed  upon  them? 
—Yes. 

10.639.  What  do  you  base  that  upon? — May  I give 
you  a practical  example  which  has  come  into  my  hands 
since  I wrote  this  paper.  Here  is  a company  which 
earned,  in  its  last  financial  year,  enough  to  pay 
66  per  cent,  dividend.  As  it  earned  66  per  cent, 
it  paid  Income  Tax  on  66  per  cent.,  and  that  was 
deducted  at  the  source. 

10.640.  You  are  dealing  now  with  the  question  of 
reserves,  are  you? — Yes. 

10.641.  I shall  come  to  that  directly? — I beg  your 
pardon;  you  asked  me  a question. 

10.642.  That  is  what  you  mean ; you  are  referring 
to  that  and  that  alone? — No,  I am  not  referring  to 
that  and  that  alone. 

10.643.  In  paragraph  18  you  say : “ It  is  a great 
misfortune  for  the  nation  that  at  one  and  the  same 
time  Super-tax  payers  should  be  avoiding  tax  and 
obtaining  credit  for  paying  higher  rates  of  taxation,” 
and  in  paragraph  15  you  refer  to  the  same  question? 
— What  is  the  question  you  wish  to  ask  me? 

10.644.  Chairman : Would  you  like  to  have  the 
answer  now,  Sir  Walter,  that  Sir  Leo  was  going 
to  give  you?  Would  you  like  him  to  develop  that 
point  of  the  case  which  he  wishes  to  put  before  the 
Commission  ? 

10.645.  Sir  W.  Trower : Yes. 

10.646.  Chairman:  Will  you  give  that  case? — This 
is  the  case  of  a company  which  made  66  per  cent, 
and,  as  I need  not  inform  the  Commission,  the  whole 
of  their  earnings,  which  are  paid  out  in  dividends 
or  which  are  put  to  reserve,  pay  Income  Tax,  and 
is  deducted  at  the  source.  But  what  did  they  dis- 
tribute? They  distributed  only  28J  per  cent.  The 
major  part  of  the  profit  for  the  year  goes  to  reserve, 


and  no  doubt  by  and  by  will  take  the  form  of  a 
distribution  of  shares.  I do  not  know  that,  but  pro- 
bably it  will  take  the  form  of  a distribution  of  bonus 
shares;  it  will  never  appear  in  any  Super-tax  return. 
There  must  be  Super-tax  payers  connected  with  it. 
Therefore  the  larger  part  of  that  income  will  never 
appear  in  Super-tax  returns,  although  it  appears 
in  Income  Tax  returns. 

10.647.  Some  companies,  where  they  make  that 
large  amount  in  one  year,  sometimes  put  the  reserve 
to  next  year,  which  may  be  a very  bad  one? — That 
is  true;  of  course,  I do  not  neglect  that  point. 

10.648.  Sir  W . Trower : We  have  had  a great  deal 
of  evidence  on  that  point,  and  I think  we  have  that 
point  in  our  mind? — I expect  I am  only  giving 
redundant  evidence. 

10.649.  Do  you  refer  to  any  other  question  of 
evasion  of  Super-tax?  I see  you  put  it  generally 
that  Super-tax  is  evaded? — It  is  true,  as  I under- 
stand, that  the  Inland  Revenue  authorities  in  their 
administrative  work  have  not  power  to  inspect  the 
books  of  an  Income  Tax  payer;  they  have  not  power 
to  inspect  the  books  of  a Super-tax  payer.  In  the 
House  of  Commons,  if  I remember  aright,  there  was 
a great  fight  over  whether  an  official  should  be  given 
the  power  to  investigate  books  in  connection  with 
the  Excess  Profits  Duty.  The  provision  was  beaten 
in  the  House  of  Commons,  where  the  Excess  Profits 
Duty  was  fought  tooth  and  nail  in  my  hearing. 

10.650.  Then  you  say  that  by  a false  return  Super- 
tax escapes? — Yes. 

10.651.  That  is  what  you  allege — for  two  reasons; 
one  is  the  reserves  in  companies,  and  the  other  is 
false  returns? — The  other  is  book-keeping,  I suppose. 

10.652.  The  other  is  improper  returns? — Yes,  I 
should  say  so. 

10.653.  Incomplete  returns? — Incomplete;  and,  as 
I have  pointed  out  in  my  paper,  the  very  persons 
whose  books  may  not  be  investigated  are  yet  com- 
pelled by  law  to  give  the  names  of  Thomas  Brown, 
Annie  Smith,  and  all  the  rest,  and  deliver  over  to 
the  Income  Tax  officials  what  is  often  the  complete 
income  of  the  small  Income  Tax  payer. 

10.654.  I am  ignorant  oh  these  matters  and  you  can 
enlighten  me;  is  it  not  a fact  that  the  Income  Tax 
people  are  in  close  connection  with  the  Super-tax 
people?  Is  not  the  information  which  is  in  the  hands 
of  one  in  the  hands  of  the  other  ? — Presumably. 

10.655.  If  that  is  so,  would  not  that  meet  your 
objections? — I do  not  think  it  would,  because  neither 
has  the  power  to  inspect  books. 

10.656.  Neither  has  sufficient  power? — Neither  has 
sufficient  power.  It  is  not  that  I mean  that  all  books 
should  be  inspected  always,  but  I mean  that  more 
power  should  be  in  the  hands  of  the  administration. 

10.657.  Those  are  the  two  main  sources  of  what 
you  state? — I can  only  judge  by  the  cases  that  have 
come  to  light  in  the  public  press,  the  reports  that 
have  appeared  of  cases  where,  without  the  investi- 
gation of  books,  suspicion  has  been  aroused  and  there 
have  been  prosecutions. 

10.658.  You  have  no  other  information  on  the  point 
except  what  you  have  read  in  reports? — Well,  one 
hears  things  from  time  to  time. 

10.659.  Then  I should  like  to  ask  you  a question 
with  regard  to  the  three  years’  average  system.  Could 
you  suggest  anything  as  to  how  a change  could  be 
carried  out?  I want  to  put  this  proposition  to  you. 
If  you  have  taxation  on  the  preceding  year,  in  a 
year  of  falling  income  there  would  be  an  enormous 
loss? — Yes. 

10.660.  In  a year  of  rising  income  you  might  be 
accused  of  injustice  if  a taxpayer  were  deprived  of 
an  average  for  the  smaller  years,  when  in  those 
smaller  years  he  had  been  paying  on  an  average  of 
larger  years.  How  would  you  work  it? — What  I 
have  suggested  in  my  paper  is  that  you  should  pay 
in  the  current  financial  year  upon  the  realized  profits 
of  the  preceding  calendar  year. 

10.661.  But  taking  the  existing  system,  which  is 
on  an  average  of  three  years,  you  might  have  very 
great  injustice,  might  you  not,  with  a sudden  change? 
— I do  not  see  it  is  unjust.  If  I made  a loss  last 
year  I have  no  Income  Tax  to  pay  this  year, 
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10.662.  Supposing  you  made  a heavy  loss  last  year, 
and  a heavy  profit  the  next? — Then  you  have  the 
money  to  pay  with.  That  is  my  answer. 

10.663.  But  your  real  profit  for  the  two  years  is, 
say,  £1,000,  and  your  taxable  profit  may  be  £3,000? 

I put  forward,  if  I may  respectfully  do  so,  the 

other  view.  If  you  have  made  a loss  you  have  no 
tax  to  pay;  if  you  have  made  a small  profit  you 
have  a small  tax  to  pay. 

10.664.  You  have  considered  that  subject? — Yes, 

I have  considered  it  for  many  years. 

10.665.  And  that  is  your  opinion  on  that  point? — 
Yes;  and,  if  I may  say  so,  it  is  a confirmed  opinion. 
May  I add  one  thing  to  that;  it  really  is  of  practical 
importance.  A number  of  classes  are  excluded  de- 
liberately from  the  three  years’  average.  A London 
teacher  has  just  put  a case  to  me.  They  are  paid 
increments;  they  are  deprived  of  average.  So  it  is, 
of  course,  with  public  officials.  They  get  their  incre- 
ments yearly;  they  never  get  an  average.  So  that, 
even  if  the  average  system  is  just,  we  do  not  justly 
apply  it. 

10.666.  I am  only  asking  for  your  views  on.  the 
subject;  I am  not  propounding  any  system. 

10.667.  Mr.  Marks : In  the  last  part  of  your  para- 
graph 8,  how  do  you  get  that  figure  of  £1,682,000? — 
It  is  derived,  or  ought  to  be  derived  (I  hope  it  is 
just)  from  the  official  figures  relating  to  the  Income 
Tax. 

10.668.  When  I read  your  proof  I had  not  got  those 
available. 

10.669.  Mr.  Kerly : It  is  in  Appendix  No.  11. 

10.670.  Mr.  Marks : Then  I will  not  pursue  that. 
Then  paragraph  19:  in  the  first  part  you  refer  to 
the  desirability  that  taxpayers  should  declare  their 
annual  income  for  the  calendar  year  1919.  Have 
you  considered  whether  there  are  any  advantages 
in  making  the  fiscal  year  contemporaneous  with  the 
calendar  year? — Yes,  I have,  but  on  the  whole  I 
think  the  disadvantages  outweigh  them. 

10.671.  Could  you  suggest  some  disadvantages? — 
It  seems  to  me  obviously  convenient  to  deal  with  the 
realized  profits  of  the  preceding  year.  If  you  are  to 
do  that,  you  have  to  produce  a scheme  of  taxation 
some  time  in  the  year  which  succeeds  that  calendar 
year,  and  therefore  it  is  quite  a convenient,  if 
arbitrary,  course  to  take  some  period  that  begins  later 
than  the  calendar  year. 

10.672.  Even  supposing  all  accounts  were,  made  up 
for  the  purpose  of  Income  Tax  to  the  end  of  the  pre- 
ceding calendar  year,  and  rendered  for  purposes  of 
assessment  prior  to  the  5th  April? — That  is  a very 
interesting  point,  and,  if  it  were  enacted  that  all 
accounts  should  be  so  made  up  and  rendered  then,  I 
think  it  would  be  a practical  thing  to  do  what  I 
understand  you  to  be  suggesting,  namely,  to  make 
the  fiscal  year  coincide  with  the  calendar  year. 

10.673.  It  arises  in  connection  with  a suggestion 
which  has  been  made  to  us  that  the  taxable  income 
should  be  the  income  for  the  year  preceding  assess- 
ment, if  necessary,  corrected  by  a subsequent  assess- 
ment?— I should  be  quite  content  with  that. 

10.674.  Would  it  not,  in  your  opinion,  be  a con- 
siderable advantage  or  assistance  to  small  taxpayers 
not  versed  in  business? — Yes,  it  might  be;  there  is 
certainly  something  in  the  point,  I concede,  for 
serious  consideration. 

10.675.  Now,  the  last  part  of  your  paragraph  20. 
You  suggest  that  the  tax  record  portion  of  the 
dividend  warrant  should  bear  a record,  and  so  on, 
for  the  purpose  of  assessing  the  receiver  of  the 
dividend  to  Super-tax? — Not  Super-tax.  I suggest 
the  sweeping  away  of  Super-tax. 

10.676.  To  a high  rate,  at  any  rate? — We  mean 
the  same  thing,  I think. 

10.677.  The  point  I wish  to  put  to  you  is  this.  On 
that  tax  record  portion  there  would  appear  a certain 
sum  which  would  include  the  taxpayer’s  share  of 
undivided  profits,  and  he  would  be  assessed  to  the 
combined  tax  on  that  amount? — Yes.  I thought  over, 
as  a practical  matter  of  administration,  how  I could 
get  at  it  for  Super-tax  as  it  now  is,  or  for  my  system 


as  I have  suggested,  and  it  seemed  to  me  this  was  a 
highly  practical  method,  and  a method,  moreover, 
which  helps  the  taxpayer  to  declare  his  income  if  he 
wants  to  do  it  honestly.  He  has  got  his  forms  all 
ready : he  has  only  got  to  make  them  up.  Here  are 
his  dividends  for  the  preceding  year,  and  he  returns 
in  his  declaration  a list  of  10,  20,  or  if  he  is  a lucky 
man,  500  items. 

10.678.  And  those  would  include  his  share  of  the 
undistributed  profits? — Yes. 

10.679.  Chairman : Suppose  the  reserve  fund  is  lost 
next  year,  how  is  that  going  to  be  paid? 

10.680.  Mr.  Marks:  That  is  what  I was  going  to 
ask  Sir  Leo.  Would  you  then  require  a taxpayer 
to  pay  his  tax  as  shown  in  this  record? — That  would 
be  a matter  for  adjustment. 

10.681.  So  that  he  might  pay  tax  on  a sum  which 
he  never  received? — He  would  surely  make  an  appli- 
cation for  it;  provision  could  be  made  for  that;  but 
I would  take  the  precaution  of  taxing  it  first. 

10.682.  The  undistributed  portion  might  never  be 
distributed,  or  might  not  be  distributed  for  a very 
long  period? — I cannot  conceive  why  a sum  which  is 
taxed  for  Income  Tax  should  escape  taxation  for 
Super-tax.  I do  not  think  it  was  ever  intended  that 
it  should  be  so. 

10.683.  We  are  probably  agreed  upon  that,  but  I 
put  this  point  to  you  as,  perhaps,  a practical  objection 
to  your  method  of  obtaining  the  tax? — At  any  rate, 
my  form  would  help  the  repayment  of  the  sum.  May 
I add  one  thing?  I think  this  method  of  returning 
the  dividends  would  also  afford  the  authorities  a 
means  of  occasionally  checking  the  accuracy  of  the 
whole  returns.  They  would  take  samples,  and  they 
would  trace  them  to  their  source. 

10.684.  Chairman:  You  know,  as  a business  man, 
that  the  bulk  of  the  reserves  are  used  in  the  business ; 
they  are  not  in  money;  and  you  generally  find  that 
these  reserves  make  profits  for  the  next  year’s  Income 
Tax.  I see  your  point  clearly.  The  custom  now  is 
that  all  our  reserves  are  utilised  in  the  business ; they 
are  not  kept  there  as  so  much  money? — Yes,  and  I 
cannot  help  suspecting  that  this  increasing  hab't  of 
distributing  these  reserves  as  bonus  shares  has  a 
direct  relevance  to  the  existence  of  the  Super-tax, 
which  does  not  take  account  of  their  existence. 

10.685.  I quite  understand  that  point.  But  you 
know  this : sometimes  the  reason  you  distribute 
bonus  shares  is  because  you  have  not  got  the  money 
to  distribute? — It  should  be  available. 

10.686.  Mr.  Marks : Do  you  agree  that,  if  your 
suggestion  in  that  paragraph  were  applied,  it  might 
involve  considerable  hardship  to  the  taxpayer? — I 
hardly  say  that. 

10.687.  He  would  perhaps  be  put  on  a higher  scale 
of  taxation ; he  probably  would  be  if  he  had  many 
such  advantages  as  you  suggest,  and  he  would  be 
called  upon  to  pay  a very  much  larger  tax  on  sums 
which  he  had  never  received,  and  might  never  receive  ? 
— But,  nevertheless,  of  which  he  really  is  owner. 
After  all,  he  is  a shareholder  in  the  company;  he  is 
a part  owner  of  its  capital  value. 

10.688.  Mr.  Walker  Clark : In  paragraph  5,  you 
deal  with  the  Excess  Profits  Duty  and  the  reduction 
from  80  to  40  per  cent.  You  indicate  that  a very 
large  reduction  was  made  in  the  real  Income  Tax  of 
the  well-to-do  classes? — Yes. 

10.689.  Do  you  suggest  there  that  the  Excess 
Profits  Duty  only  affects  well-to-do  people? — 
Chiefly. 

10.690.  What  would  you  describe  as  a well-to-do 
man  in  income? — Of  course,  the  answer  can  only  be 
an  arbitrary  one.  When  a man  has  more  than  a few 
thousands  a year  we  used  to  describe  him  as  well- 
to-do. 

10.691.  I saw  these  figures  yesterday.  Income 
£1,333;  Income  Tax  £777  on  that.  Would  you  think 
he  was  a rich  man,  either  before  or  after  he  had 
paid  his  tax? — How  can  a man  with  an  income  of 
only  £1,300  pay  a tax  of  £800? 

10.692.  It  is  due  entirely  to  Excess  Profit/j  Duty?— » 
In  that  case  it  is  very  jus$. 
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10.693.  The  man  does  not  think  so? — Of  course  he 
would  not. 

10.694.  I want  to  call  your  attention  to  the  fact 
that  the  Excess  Profits  Duty  does  not  affect  solely 
the  well-to-do  classes  ? — That  is  sd,  but  I answer  in 
relative  terms,  which  are  the  only  true  terms  in  this 
connection. 

10.695.  We  cannot  suggest  an  alteration  of  the  law 
in  relative  terms? — Forgive  me;  you  must  do  that. 
All  systems  of  government  must  work  relatively.  If 
you  work  on  the  exceptional  cases  you  are  wrong. 
We  have  to  work  on  relative  considerations,  and 
that  is  why  I speak  in  general  terms. 

10.696.  We  attach  different  meanings  to  the  word, 
evidently.  In  your  next  paragraph  (No.  6)  you 
suggest  the  present  Income  Tax  is  3 per  cent,  of  the 
net  income  of  the  Income  Tax  paying  classes? — Or 
was.  This  was  written  in  1906,  before  the  war.  It 
is  part  of  my  old  memorandum  to  which  I take  the 
liberty  of  directing  the  attention  of  the  Com- 
missioners. 

10.697.  You  are  not  bringing  this  up  to  date? — 
No,  this  is  quoted  from  what  I wrote  in  1906. 

10.698.  I will  leave  it  at  that.  In  paragraph  8,  you 
suggest  that  proper  powers  of  investigation  in  respect 
of  Excess  Profits  Duty  might  have  given  the  State 
fifty  times  this  sum.  That  sum  I take  to  be 
£1,682,000?— Yes. 

10.699.  Do  you  suggest  that  the  State  has  lost 
that  entirely  because  of  evasion  or  avoidance? 
There  is  a difference  between  evasion  and  avoidance? 
— Taking  the  two  together,  I have  estimated  here — 
of  course  it  is  only  a shot,  but  I believe  investiga- 
tion will  show  it  to  be  a very  modest  shot  indeed — ■ 
the  evasion  of  Excess  Profits  Duty  as  £70,000,000. 
That  is  rather  less  that  the  fifty  times  that  I mention 
in  that  paragraph,  but  the  figures  are  of  similar 
magnitude.  In  fact,  I have  heard  of  so  many  cases 
that  have  been  mentioned  to  me  of  evasion  and  avoid- 
ance of  Excess  Profits  Duty  by  all  sorts  of  dodges 
and  all  sorts  of  things  that  are  hardly  dodges,  merely 
business  arrangements. 

10.700.  Avoidance? — Yes. 

10.701.  Not  evasion  ? — When  avoidance  is  deli- 
berate, when  it  is  part  of  a business  method,  it  almost 
becomes  evasion. 

10.702.  You  suggest  that  £250  should  be  the  limit 
of  exemption  ?— Yes. 

10.703.  That  is  for  a bachelor  or  a girl  without  any 
responsibility? — If  it  were  practicable  to  make  a . 
difference,  as  I tried  to  indicate  in  a former  answer, 
one  would  not  make  it  for  a bachelor  or  a girl. 
Therefore  there  is  a good  deal  to  be  said  for  Mr. 
Hopkins’  scheme. 

10.704.  Therefore  you  are  to  some  extent  in  sym- 
pathy with  the  present  method  of  abatement  or  allow- 
ance for  a wife  and  children? — In  the  case  of  a 
bachelor  I would  rather  make  it  a special  levy,  a 
higher  rate  of  taxation. 

10.705.  Are  there  not  cases  where  a bachelor  has  to 
maintain  his  parents? — In  that  case  I should  make 
my  abatement.  You  cannot  have  a wholly  simple 
system. 

10.706.  So  that  you  are  driven  to  what  should  be 
proper  ?— So  far  from  being  driven,  I ventured  to  say 
just  now  that  I was  the  first  man  in  the  House  of. 
Commons  to  suggest  the  higher  taxation  of  bachelors. 

I was  also  the  first  to  suggest  the  allowance  for 
children;  so  I am  not  driven  to  it;  it  is  part  of  my 
argument. 

10.707.  You  did  not  let  me  finish  my  point.  I did 
not  suggest  you  were  driven  to  that,  but  you  are 
driven  to  the  undesirable  method  of  abatement? — 
Not  at  all.  I would  make  my  main  graduation  a 
plain  line  that  any  man  could  understand.  Then 
with  regard  to  exceptional  cases,  that  line  is  varied 
by  various  abatements  and  provisions,  but  it  does 
not  alter  the  fact  that  the  basis  of  my  system  is  a 
plain  scale  which  gives  me  my  main  justice.  Thd 
little  minor  injustices  I file  away  by  means  of  separate 
provisions. 


10.708.  Exactly  like  the  present  Super-tax? — Not 
exactly  like;  that  is  riot  a plain  scale.  The  graph 
which  has  been  prepared  for  the  assistance  of  this 
Commission  shows  how  unjust  it  is  as  a line,  taking 
the  whole  of  the  line. 

10.709.  I said,  on  the  same  basis  as  now  adopted  for 
Super-tax  ? — But  the  Super-tax,  apart  from  these 
errors  of  which  I have  spoken,  is  a graduated  scale. 

10.710.  You  would  have  it  similar  to  that? — Right 
up  the  line  from  the  bottom  where  you  think  yonr 
exemption  should  begin,  to  the  top  limit,  I would 
have  a line  which  I should  very  carefully  consider  in 
practice.  I do  not  propose  to  suggest  a line  here, 
because  it  seems  to  me  it  ought  to  vary  with  the 
needs  of  the  country  at  any  particular  time.  But, 
having  got  my  main  conception  of  justice  satisfied  by 
my  plain  scale,  then  I should  make,  in  respect  of 
children,  in  respect  of  invalids  supported  by  the  tax- 
payer, or  what  not,  whatever  allowances  seem  just. 

10.711.  In  other  words,  the  main  line  would  have  to 
be  varied  up  or  down  to  meet  hard  cases? — Yes,  but 
nevertheless  that  variation  does  not  remove  the 
justice,  and,  if  I may  say  so,  also  the  comparative 
simplicity  of  the  plain  scale. 

10.712.  You  suggest  in  the  same  paragraph  that 
tlie  man  whose  income  is  less  than  £250  a year  does 
sacrifice  for  the  commonwealth  all  that  can  properly 
be  demanded  of  him  ? — That  is  my  opinion. 

10.713.  Does  that  sacrifice  include  his  contribution 
to  the  local  upkeep ; I mean  the  upkeep  of  local  rates  P 
— Local  rates,  as  you  know,  are  only  partly  taxes. 
Local  rates  include  payments  which  are  exactly  the 
same  as  if  you  bought  a pound  of.  butter. 

10.714.  They  include  policing,  and  justice,  and 
education? — It  would  apply  to  part  of  them,  but  not 
to  the  whole  of  them. 

10.715.  It  doqs  apply  to  some  extent? — It  would 
apply  to  some  of  them. 

10.716.  Are  you  aware  that  in  many  cases  the 
man  whose  income  is  less  than  £250  a year  does  not 
pay  enough  in  his  local  contribution  to  meet  the 
expenditure  by  the  local  authority  upon  him? — I 
should  think  that  is  very  probably  true  in  some  cases 
— in  many  cases. 

10.717.  Therefore  the  man  with  an  income  of  less 
than  £250  a year  pays  nothing  in  direct  taxation, 
according  to  your  scheme  here,  and  nothing  more 
than  he  receives  in  local  taxation,  and  in  indirect 
taxation  the  subsidies  which  are  given  on  bread  and 
other  matters  more  than  meet  his  contributions? — 

I do  not  think  the  matter  of  bread  should  influence 
the  Commission. 

10.718.  And  the  extent  of  luxury  taxes? — You  are 
giving  me  a very  complicated  question.  I can  only 
answer  it  in  its  various  parts,  and  it  wants  an 
answer  for  each  'part,  if  I may  respectfully  say  so. 
With  regard  to  bread,  I do  not  think  the  bread 
subsidy  should  affect  the  deliberations  of  this  Com- 
mission, because  it  will  automatically  come  to  an 
end  as  the  harvests  of  the  world  become  normal  and 
as  the  world  price  of  wheat,  which  is  not  influenced 
by  British  wages,  falls. 

10.719.  That  is  one  point;  now  on  the  other? — On 
the  whole  question,  what  I am  respectfully  suggesting 
to  the  Commission  is  that  it  should  not  do  something 
new;  it  should  go  back  to  the  position  that  obtained 
before  the  war,  when  there  was  an  exemption  limit 
of  £160;  and  the  £250  which  is  commonly  spoken  of 
is  merely  an  attempt  to  put  into  current  value  the 
£160  which  obtained  before  the  war. 

10.720.  There  are  a great,  many  other  changes;  the 
war  has  happened  since,  then,  which  has  very  much 
increased  our  liabilities.  Shoiild'  not  that  same  class 
bear  some  contribution  towards  the  war  ? — I have 
given  my  reason  for  saying  that  the  sacrifices  which 
a man  makes  to  his  country  are  not  to  be  measured 
by  the  payment  he  makes  to  the  Government;  an 'I 
when  I think  of  the  nature  of  many  employments 
with  which  I am  familiar,  as,  for  example,  a man 
riveting  on  a ship’s  bottom,  or  a man  mining,  or  a 
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man  working  at  a blast  furnace,  or  a thousand  other 
operations  that  I have  myself  witnessed  and  some- 
times tried  to  take  part  in — when  I think  of  those 
employments  and  compare  them  with  my  own  lot,  I 
say  that  man  makes  more  than  I ever  make  in 
sacrifice  to  the  State,  and  he  ought  to  be  therefore 
relieved  from  taxation.  That  may  be  a foolish  view, 
but  it  happens  to  be  my  view. 

10.721.  Would  you  consider  it  a desirable  thing  that 
this  Commission  should  recommend  that  this  enor- 
mous number  of  men,  who  are,  many  of  them,  drawing 
wages  quite  equal  to  the  increased  cost  of  living 
over  and  above  £160  up  to  £250,  should  be  very 
large  factors  in  the  government  of  the  nation  and 
should  contribute  nothing  towards  its  upkeep? — I say 
that  they  are  contributing  towards  its  upkeep. 

10.722.  Mr.  Mackinder : I notice  at  (e)  and  ( g ) in 
paragraph  2,  that  you  have  two  figures  relating  to 
evasion : Excess  Profits  Duty  £70,000,000,  and  then 
another  figure  at  ( g ) £100,000,000? — Yes. 

10.723.  I take  it  that  that  £100,000,000  refers  to 
Income  Tax  and  Super-tax.  You  are  aware,  of 
course,  that  that  is  largely  in  excess  of  the  official 
estimate? — I am  afraid  I do  not  khow  the  official 
estimate. 

10.724.  If  I remember  rightly — I have  not  the 
figures  here  this  morning — the  official  estimate  given 
to  us  was  something  like  £20,000,000  in  respect  of 
the  income  from  this  country,  and  the  remainder,  I 
think  it  was  £40,000,000,  was  the  possible  evasion  in 
respect  of  income  derived  from  abroad? — That  is 
£60,000,000  against  my  £100,000,000. 

10.725.  Yes,  but  you  will  observe  that  £40,000,000 
of  that  was  the  special  portion  of  income  which  is 
derived  from  abroad,  which,  obviously,  it  is  very 
difficult  to  touch? — Yes. 

10.726.  Have  you  based  your  estimate  of 
£100,000,000  on  any  detailed  investigations? — No,  it 
is  impossible  to  make  a detailed  investigation.  I con- 
fess it  is  only  a shot ; but  if  you  get  that  £60,000,000 
from  the  officials  it  is  a figure,  I may  point  out,  of 
very  much  the  same  order  of  magnitude. 

10.727.  But  you  notice  that  £40,000,000  is  in 
respect  of  income  derived  from  abroad? — Yes. 

10.728.  So  that  there  is  only  £20,000,000  for 
evasion  in  this  country? — My  £100,000,000  includes 
the  evasion  of  the  foreign  income  as  well  as  of  the 
home  income. 

10.729.  Yours,  if  I may  say  so,  is  a pure  shot? — 
Yes. 

10.730.  Mr.  Kerly : Are  you  suggesting,  Mr. 

Mackinder,  that  there  was  any  official  estimate  of 
£40,000,000?  If  so,  I have  forgotten  it. 

10.731.  Mr.  Mackinder:  If  I can  get  our  first  Blue 
Book,  I think  I can  find  that. 

10.732.  Mr.  Kerly:  If  so,  I have  forgotten  it. 

10.733.  Mr.  Mackinder : I ought  not  to  speak  from 
memory,  but  unfortunately  I have  left  the  Blue  Book 
behind.*  It  is  not  a very  important  point,  because  I 
am  merely  trying  to  elicit  from  the  witness  that  his 
£100,000,000  is  not  based  on  any  real  estimate? — It 
is  put  down  as  a reasonable  and  approximate  estimate. 
It  is  based  upon  conversations  with  a great  many 
people  on  this  subject  over  a long  period  of  years. 

10.734.  Mr.  Kerly:  If  it  is  to  be  at  all  useful, 
would  you  ask  the  witness  as  to  his  estimation  of  the 
limits  of  error;  because  if  we  have  nothing,  it  is 
perfectly  useless? — May  I say  it  is  bigger  than  the 
estimate  I gave  in  my  published  book,  for  this  reason, 
that  a very  large  number  of  new  commercial  firms 
has  arisen  and  expanded  during  the  war.  Some  of 
those  firms  are  not  of  a very  high  calibre,  and  the 
Inland  Revenue  authorities  have  no  power  of  investi- 
gation; they  have  to  take  their  word  They  cannot, 
with  the  exigencies  of  the  war  and  the  depleted  staff, 
investigate.  I said  to  myself : How  can  they  investi- 
gate these  people’s  accounts?  They  could  not  do  it. 
Therefore,  I have  no  doubt  that  my  estimate  of 
£100,000,000  is  fairly  correct. 

* Mr.  Mackinder  finds  that  he  had  in  mind  here,  not  an  official 
estimate,  but  the  estimates  given  in  Professor  Bowley's  recent 
book  on  “ The  Division  of  the  Product  of  Industry  ”.  Professor 
Bowley’s  figures  at  page  14  of  that  book  are  17  millions  in  respect 
of  home  income,  and  20  millions  in  respect  of  income  from  abroad. 
No  official  estimate  had  at  this  date  been  given. 


10.735.  Mr.  Mackinder:  May  I put  it  in  another 
way.  The  official  estimate  of  the  taxation  at  source, 
I think  I am  correct  in  saying,  is  70  per  cent,  of  the 
total  income  passed  in  review.  Therefore,  your 
£100,000,000  would  have  to  fall  on  the  30  per  cent? — 
Quite;  and  the  official  estimate  of  £60,000,000. 

10.736.  In  view  of  what  has  been  said  just  now, 
there  are  two  figures,  one  is  the  estimate  of  loss  in 
this  country  and  the  other  is  the  estimate  of  loss  of 
income  coming  into  this  country.  However,  I will 
pass  on  to  the  next  point;  that  can  be  looked  up. 
You  make  the  broad  statement,  in  the  middle  of 
the  first  paragraph,  in  respect  of  the  years  you  are 
there  dealing  with,  1906  and  1913,  that  the  manual 
workers,  who  form  two-thirds  of  the  nation,  drew 
about  one-third  of  the  aggregate  income? — Yes. 

10.737.  That  is  a statement  that  has  been  repeated 
a great  deal? — Yes. 

10.738.  In  regard  to  your  estimate  for  1920,  would 
you  say  in  the  first  place  that  before  you  compare 
the  receipts  of  the  two  wings  of  the  nation,  if  I may 
so  call  them,  you  ought  to  deduct  what  is  borne  in 
the  way  of  taxation  by  the  large  incomes?  It  is  ad- 
mitted that  only  £7,000,000  is  derived  from  the  wage- 
earning Income  Tax  payers;  therefore,  broadly  speak- 
ing, so  far  as  Income  Tax  is  concerned,  so  far  as 
Death  Duties  are  concerned,  and  during  the  war  so 
far  as  Excess  Profit  Duty  was  concerned,  the  burden 
of  the  nation  was  borne  by  the  comparatively  well-to- 
do.  Would  you  not  say  that  before  you  come  to  make 
a statement  as  to  the  relative  proportions  of  income 
distributed  between  the  two  parts  of  the  nation,  you 
ought  to  deduct  the  share  in  bearing  the  burden  of 
the  nation — I am  talking  only  of  money  now — that  is 
carried  by  the  large  incomes;  in  other  words,  that 
from  your  £2,130,000,000  which  you  give,  before  you 
begin  to  make  any  comparison  you  ought  to  deduct 
from  that  the  greater  part  of  the  Income  Tax,  Supers 
tax,  Death  Duties,  so  far  as  you  can  convert  them, 
into  an  Income  Tax,  and  Excess  Profits  Duty.  You 
see,  you  are  dealing  with  justice  as  between  class  and 
class? — I think  I apprehend  your  meaning,  and  if  I 
may  reply  as  well  as  I can  I should  say  this.  It 
would  be  just  to  expand  the  statement  as  to  the 
manual  workers  and  their  share  of  the  entire  income 
as  being  prior  to  taxation  being  levied. 

10.739.  You  ought  to  alter  that? — Yes,  but  while 
I say  that  on  the  one  hand,  let  me  say  on  the  other 
hand  that  the  reason  why  it  would  not  be  just  to  sub- 
tract those  figures  of  taxation  is  this : that  you  get 
value  for  them. 

10.740.  But  do  not  the  other  people  get  value? — 
But  the  rich  get  value  in  especial. 

10.741.  You  get  your  share  of  it? — They  get  value 
in  especial.  They  get  the  protection  of  property; 
the  other  people  have  no  property  to  protect. 

10.742.  May  I put  it  to  you  that  the  other  people 
have  their  share  of  what  I call  the  national  property 
— the  whole  of  the  streets,  the  whole  of  the  education, 
the  whole  of  the  public  services,  the  whole  of  that' 
vast  element  of  property  which  is  public  property,  at 
the  present  moment — pensions  and  all  the  rest  of  it? 
— It  is  relatively  small.  The  public  property  of  this 
country  is  relatively  small.  I gave  an  estimate  of  it 
in  my  book  “ Riches  and  Poverty  ” ; I forget  the  pre- 
cise figure,  but  it  is  very  small  indeed.  I return  to  my 
point : that  the  people  who  pay  those  taxes  get  value 
for  them.  Take  my  own  case  as  a professional  man 
earning  a comfortable  living  in  a big  community. 
Put  me  down  in  a little  community  and  what  hap- 
pens to  my  income  ? Suppose  my  activities,  or,  if  J[ 
may  say  so,  the  activities  of  any  gentleman  in  this 
room,  were  confined  strictly  to  the  country  of  Ireland 
and  I or  he  could  not  get  outside  it,  what  would  be 
my  or  his  income? 

10.743.  It  would  increase  at  the  present  moment. — 
I appreciate  your  humour,  but  you  know  the  point  I 
am  making.  A man,  part  of  a big  community,  gets 
unearned  increment  by  reason  of  his  presence  in  that 
community.  The  property  owner  has  all  the  ad- 
vantages of  • the  protection  which  is  afforded  by  the 
big  community,  which  gives  him  security  in  his  life, 
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ewhich  gives  him  a place  and  position  and  power, 
without  which  all  his  pleasure  and  all  his  life  would 
change.  He  gets  all  that  in  exchange  for  his  Income 
Tax  and  Super-tax  and  all  the  rest  of  it.  So  although 
I am  quite  willing  to  put  in  words  to  remind  people 
that  it  is  before  taxation  is  levied,  yet  I do  not  agree 
that  the  taxation  ought  to  be  deducted;  because  I 
say  every  man  gets  value  for  his  taxation  and  more 
than  value. 

10.744.  If  we  alter  the  taxation  as  between  class 
and  class,  in  what  way  do  you  suggest  that  the  well- 
to-do  get  more  value?— That  depends  upon  circum- 
stances. A greater  proportion  of  the  expenses  of  the 
nation  has  been  recently  placed  upon  shoulders  that 
are  able  to  bear  them. 

10.745.  You  would  surely  say,  would  you  not,  that 
the  wages  of  wage-earners  are  also  dependent  on  the 
degree  of  order  and  civilisation  of  the  State? — But 
not  to  the  same  extent. 

10.746.  When  we  look  at  Russia,  that  is  a ques- 
tion of  opinion.  You  admit,  however,  that  a state- 
ment at  least  ought  to  be  put  there  that  the  taxes 
have  not  been  deducted,  in  order  to  get  that? — For- 
give me  for  asking  you  to  withdraw  the  word 
“ admit.”  I do  not  agree  that  the  statement  as  I 
have  made  it  is  unfair,  although  I am  prepared  to 
add  those  words  to  it.  I state  it,  I do  not  admit  it. 

10.747.  May  I draw  your  attention  to  the  fact  that 
in  paragraphs  1 and  2 you  have  not  gone  into  any 
question  of — what  shall  we  say — personal  service  by 
the  wage-earning  workers.  You  made  an  absolute 
statement  as  to  the  distribution  of  the  national  cash 
income  ? — Which  is  absolutely  true. 

10.748.  And  you  made  a statement  that  two-thirds 
of  the  nation  draw  one-third  of  the  aggregate  in- 
come?— And  that  is  true. 

10.749.  I suggest,  when  I am  asking  you  about 
that  statement,  I am  entitled  to  limit  our  considera- 
tion to  cash,  because  it  is  a cash  statement ; 
it  is  not  a statement  made  with  the  further 
points  that  you  subsequently  put  in,  of  personal 
service? — The  answer  to  what  you  are  asking  is  this. 
If  you  contend  that  the  income  of  the  rich  people  of 
this  country  is  not  their  income  before  taxation  but 
their  income  after  taxation,  then  they  make  no  con- 
tribution at  all  to  the  expenses  of  the  country. 

10.750.  That  is  not  my  point.  I should  be  perfectly 
willing  for  you  to  take  this,  and  it  would  be  a 
legitimate  point  for  you  to  take  as  against  what  I 
was  putting — that  the  incomes  of  the  manual  workers 
ought  also  to  be  adjusted  in  respect  of  their  contribu- 
tion in  the  way  of  taxation  to  the  State? — But  that, 
of  course,  is  met  as  a practical  point,  I think,  by 
what  I have  said  and  what  has  already  been  discussed 
in  question  and  answer  on  my  paragraph  9,  where 
I state  that  the  contribution  of  a man  to  his  country, 
and  the  sacrifices  he  makes  to  his  country,  are  not 
to  be  measured  by  the  taxes  he  pays,  but  are  to  be 
measured  by  his  life  and  his  work. 

10.751.  I do  not  want  to  go  into  that;  I merely 
was  repeating  the  statement  made  in  the  middle  of 
paragraph  1,  which  is  a statement  which  has  been 
freely  repeated  and  which  you  are  now  drawing  our 
attention  to  in  order  to  point  out  the  injustice 
between  class  and  class ; that  does  not  take  cognisance 
of  that  fact  at  all ; it  is  a statement  in  regard  purely 
to  cash? — Quite.  Obviously  when  we  are  considering 
where  taxes  lie  we  must  consider  incomes  before  taxes 
are  deducted  from  them. 

10.752.  Now  may  I come  to  another  point.  With 
regard  to  that  figure  of  £2,130,000,000,  if  we  took  the 
equivalent  figure  before  the  war,  it  included,  accord- 
ing to  most  of  the  estimates,  about  £200,000,000 
derived  from  abroad? — Yes. 

10.753.  That  £200,000,000  was  in  the  way  of 
management  and  capital,  &c.,  was  it  not? — 
£200,000,000  was  received  as  interest  or  profit  of 
all  kinds  of  undertakings:  from  Government  loans, 
commercial  enterprises  in  foreign  countries  and 
British  Dominions. 


10.754.  There  were  workers  working  on  those  enter- 
prises in  the  foreign  countries,  were  there  not  ? — True. 

10.755.  Those  workers  for  the  most  part  would  be 
foreign  workers? — True. 

10.756.  Do  you  not  think  that  you  ought  to  exclude 
the  £200,000,000  derived  from  abroad  when  you  are 
making  any  comparison  of  the  share  in  national 
income  allotted  as  between  the  two  sections  of  the 
nation ; because  if  you  are  going  strictly  to  consider 
that  £200,000,000,  it  is  really  balanced  by  wages 
paid,  not  within  this  country,  but  none  the  less  paid 
to  foreign  workers? — -That  is  a matter  for  argument, 
but  I think  more  properly  it  ought  to  be  included, 
because  it  is  income  of  the  taxable  subject  and  you 
are  considering  here  the  income  of  the  taxable  sub- 
ject, and  if  you  are  considering  how  justly  to  appor- 
tion taxes  as  between  A,  who  has  no  foreign  invest- 
ment, and  B who  has,  you  must  take  into  account 
that  one  has  got  the  investment  and  is  receiving 
income  and  the  other  has  not  got  the  investment  and 
is  not  receiving  income.  That  is  the  only  practical 
way  I can  see  of  looking  at  it.  You  surely  would  not 
leave  them  untajxed  because  they  derived  their  income 
from  abroad. 


10.757.  No,  but  I suggest  that  when  you  are  making 
a comparison,  drawing  in  the  question  of  justness, 
and  when  especially  you  go  on  to  the  further  point 
that  you  have  put  in,  of  personal  sacrifices  as  opposed 
to  cash  sacrifices,  in  order  to  make  any  fair  com- 
parison you  ought  either  to  exclude  that  £200,000,000 
from  consideration,  for  this  special  purpose  of  getting 
at  justice  as  between  class  and  class,  or  you  ought 
to  weight  it  with  an  addition  for  foreign  wages  in 
order  to  get  the  fair  position.  My  suggestion  to  you  is 
that  in  the  place  of  your  statement  of  two-thirds  and 
one-third  of  the  national  income  we  shall  get  figures 
which  will  be  very  different;  it  may  be  half  and  half, 
or  even  a higher  percentage  than  that  taken  by  wage- 
earners  if  you  deal  with  the  matter  with  those  cor- 
rections?—This  is  of  great  importance.  May  I point 
out  this.  Let  us  take  £200,000,000  if  you  like.  As 
a matter  of  fact  it  is  generally  agreed  that  it  has 
gone  down.  These  estimates  are  approximate,  of 
course,  but  I believe  an  accredited  estimate  is 
£200,000,000  of  profit  from  oversea  before  the  war 
and  £150,000,000  now. 

10.758.  That  is  based  on  the  assumption  of  rise 

in  values,  is  it  not,  tending  also  to  send  up  the  divi- 
dends derived  from  foreign  investments? — But  let  us 
suppose  that  it  were  £200,000,000.  Deduct  the 
£200,000,000  from  this  estimate.  My  estimate  here 
is  quite  a conservative  one.  I have  seen  estimates 
made  up  to  £4,500,000,000.  I cannot  make  them  my- 
self, but  I only  mention  that  because  my  estimato 
seems  to  me  to  be  conservative.  Deduct  £200,000,000 ; 
you  get  £3,440,000,000.  If  my  estimate  of.  the  wages 
is  correct,  it  is  as  nearly  as  possible  one-third  of  that 
figure,  just  as  it  as  nearly  as  possible  one-third  of 
the  other  figure.  The  figures  are  of  the  same  magni- 
tude. , , 

10  759.  Pardon  me,  you  have  also  to  deduct  your 

£200,000,000  from  the  £2,130,000,000?— You  cannot 
deduct  it  twice;  I am  deducting  it  from  the  total 
income  of  the  country. 


10.760.  But  you  must  deduct  it  twice?— No. 

10.761.  If  you  deduct  it  from  the  total  income  of 
the  country,  then  you  want  to  know  from  which 
section  you  are  going  to  deduct  it.  You  are  com- 
paring wages  with  the  money  earned  by  other  people  r 
— You  are  challenging  my  statement  that  the  manual 
workers  take  one-third  of  the  nation’s  income? 

10.762.  I am?— If  this  estimate  is  accepted,  it  is 
£3,640,000,000.  Deduct  £200,000,000  from  that  and 
that  leaves  you  £3,440,000,000.  My  estimate  of  wages 
here  is  £1,260,000,000. 

10.763.  Chairman:  Where  do  you  get  your  estimate 
from?— It  is  explained  here  in  some  detail,  but  1 win 
willingly  give  more  detail  if  you  like. 

10.764.  It  is  not  a guess? — No.  What  I have  taken 
for  wages  is  the  generally  accepted  estimate  before 
the  war ; I have  doubled  it  and  deducted  10  Per  ce^“’ 
for  the  pensioned,  maimed  and  so  forth,  and  the 
million  soldiers  and  sailors  dead;  and  I have  thus 
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arrived  at  a fair  estimate  of  wages  to  be  drawn  at 
the  end  of  this  year,  if  the  people  are  demobilised 
from  the  Army  and  Navy. 

10.765.  Mr.  Mackinder : I just  put  to  you  what  is 
the  upshot  in  my  mind  if  from  the  £2,130,000,000  you 
deduct,  as  I claim  you  ought  to  deduct,  £800,000,000, 
namely,  £300,000,000  in  respect  of  Income  Tax  and 
Super-tax,  £300,000,000  in  r aspect  of  Excess  Profits 
Duty,  and'  about  £200,000,000  for  income  ‘derived 
from  abroad  in  respect  of  which  no  wages  are  earned 
in  this  country;  then  we  get  a figure  something  like 
£1,200,000,000  or  £1,300,000,000,  which  is  not  so  very 
far  different  from  your  £1,260,000,000  that  you  are 
giving  for  manual  workers.  In  other  words,  taking 
a purely  cash  statement,  which  is  all  that  you  have 
done  in  your  statement,  you  would  get,  not  one-third 
and  two-thirds,  but  half - and  half,  on  the  basis  of 
your  figures? — I respectfully  suggest  that  your  deduc- 
tions are  not  properly  made,  and  there  is  no  good 
ground  for  them.  You  have  really  made  a statement 
— it  is  not  a question — and  I have  a right  to  answer 
it,  and  my  answer  is  this,  that  the  Income  Tax  which 
I pay  I consider  to  be  one  of  the  cheapest  purchases 
I make.  It  buys  me  citizenship,  it  buys  me  safety,  it 
buys- me  security.  To  write  that  out  of  my  income 
and  say  that  I do  not  get  value  for  it,  if  you  will 
forgive  me  saying  so,  with  respect,  I cannot  imagine 
anything  more  absurd. 

10.766.  I have  only  one  other  question  I wish  to 
ask  you,  if  you  do  not  wish  to  add  anything  further. 
Your  desire  has  been  entirely  for  what  I may  call 
equality  of  sacrifice? — Yes. 

10.767.  Would  you  or  would  you  not  admit  that  we, 
in  considering  the  whole  problem,  have  got  to  con- 
sider the  good  of  the  State  in  this  sense,  that  we  have 
to  consider  what  will  be  the  effect  (let  me  say)  of  any 
form  of  Income  Tax  that  we  may  propose  on  the 
amassing  of  capital  for  national  purposes;  would  you 
admit  that  ? — Certainly. 

10.768.  So  that  we  have  to  consider  something  more 
than  sacrifice;  we  have  to  consider  national  policy 
as  a whole? — Yes. 

10.769.  You  based  a considerable  statement  on  the 
fact  that,  if  we  take  the  Death  Duties,  about  4,000 
people  leave  the  greater  part  in  any  yearP — Two- 
thirds. 

10.770.  You  have  already  agreed  that  you  may  look 
upon  Death  Duties  as  a form  of  Income  Tax  ? — Yes. 

10.771.  They  are,  in  fact,  converted  into  terms  of 
Income  Tax  by  insurance  companies? — Yes. 

10.772.  Therefore,  when  we  are  looking  at  high 
policy,  Death  Duties  and  Income  Tax  in  their 
ultimate  economical  effect,  being  both  of  them 
Income  Taxes,  it  is  a matter  of  high  policy,  is  it  not, 
as  to  how  much  we  should  derive  from  the  one  and 
how  much  from  the  other? — Yes. 

10.773.  Would  you  admit  this,  that  the  greater  part 
of  saving  as  the  basis  of  capital  is  done  by  the  large 
incomes  ? — Necessarily. 

10.774.  You  would  admit,  I take  it,  that  at  the  ✓ 
present  moment  capital — I am  speaking  of  real 
capital  and  not  simply  paper  amounts — is  a very 
urgent  national  need? — Certainly;  it  always  is — it  is 
so  obvious. 

10.775.  Therefore  we  must  be  very  careful  how  we 
deal  with  the  large  incomes  which  are  the  main  basis 
of  saving  and  therefore  the  main  origin  of  capital 
at  the  present  time;  you  will  admit  that? — If  you 
mean  that  they  are  to  be  left  untaxed,  we  simply 
cannot  do  it. 

10.776.  I do  not  say  untaxed;  I am  going  to 
suggest  to  you,  and  I want  to  see  what  you  say,  that 
the  mere  fact  that  4,000  people  leave  the  largest 
incomes  shows  that  we  have  to  consider  large  incomes 
fiom  another  point  of  view  of  saving  machines,  and 
not  merely  from  the  point  of  view  of  sacrifice,  per- 
sonal or  cash,  to  the  State ; and  that  it  may  be  better 
to  allow  money  to  be  amassed  during  life  by  only 
levying  a certain  Income  Tax  on  it.  Your  suggestion 
was  that  we  should  put  a higher  Income  Tax  on 


because  of  +he  very  large  estates  on  which  Death 
Duties  are  now  levied.  Would  it  be  better  to 
retain  the  present  high  rates  of  Death  Duty  for  the 
purpose  of  dealing  with  those  cases? — If  we  are  to 
consider  the  question  from  the  point  of  view  of 
national  policy,  the  great  need  of  this  country,  as 
you  say,  is  capital,  and  always  has  been,  and  it  has 
been  most  insufficiently  supplied  with  capital  by  the 
well-to-do  classes.  If  you  suggest  to  me  that  I am 
to  encourage  the  rich  to  save  more  by  taxing  them 
lightly,  I say  I do  not  think  you  will  get  the  effect 
you  want.  You  will  simply  get  more  luxurious 
living;  you  will  simply  get  detraction  from  produc- 
tion of  a large  number  of  workers  of  this  country. 
For  every  £1  you  get  saved  you  will  get  £10  wasted, 
as  is  shown  by  the  extraordinary  luxury 

10.777.  Are  you  making  that  as  a careful  state- 
ment, that  for  every  £1  saved  £10  is  wasted? — I 
should  say  for  every  £1  saved  at  the  present  time 
you  get  several  pounds  wasted  by  the  people  who  have 
made  money  in  the  war. 

10.778.  Are  you  basing  that  statement  on  investi- 
gation?— No;  it  is  impossible  to  investigate  it;  one 
can  only  use  one’s  eyes. 

10.779.  Mr.  Kerly:  For  so  much  as  they  can  see? — 
That  is  the  power  of  every  man. 

10.780.  But  it  is  no  good  making  an  estimation 
when  you  know  a good  deal  of  the  matter  to  be  con- 
sidered is  invisible? — But  the  man  who  uses  his  eyes 
well  can  see  as  much  sometimes  as  a hundred  men  if 
you  go  to  the  right  places  to  observe  and  conduct 
your  operations  properly;  if,  for  example,  as  I 
endeavour  to  do,  you  examine  the  trades  of  luxury, 
if  you  examine  the  dividends  paid  by  those  trades, 
and  you  find  that  those  dividends  are  increasing  very 
rapidly,  you  know  there  is  a very  large  amount  of 
luxury  expenditure  going  on.  One  pair  of  eyes  has 
therefore  become  a hundred  eyes,  or  a thousand  eyes. 
I only  throw  that  out  as  a suggestion  that  one  pair 
of  eyes  can  see  a good  deal  if  they  go  the  right  way 
about  it. 

10.781.  Mr.  Mackinder:  I should  not  like  it  to 
be  on  record  that  I am  suggesting  that  there  is  not 
luxurious  expenditure  at  the  present  moment;  it  is 
a question  of  proportion? — I could  name  case  after 
case ; timber  men  and  wool  men  and  even  retail  men 
who  have  bought  an  estate,  who  have  got  an  army 
of  men  working  at  the  present  time.  I could  name 
case  after  case,  and  I am  sure  every  Commissioner 
knows  case  after  case,  if  he  will  only  think  for  a 
moment.  They  are  all  taking  the  producers  out  of 
production  in  this  country  at  the  present  moment, 
people  who  might  be  better  employed  in  making  for 
export.  What  are  they  doing?  They  are  serving 
these  profiteers,  and  therefore  there  is  an  army  of 
people  in  their  employ  who  are  taken  from  pro- 
duction. 

10.782.  Chairman ; When  you  say  profiteers,  do  you 

put  one  class  or  all  classes  as  spending  extravagantly  ? 
— There  is  certainly  a tendency  to  extravagance  in 
many  classes,  but  the  extraordinary  fortunes  that 
have  been  made  in  this  war,  and  that  are  proved 
beyond  the  possibility  of  doubt  by  the  returns  of  the 
Excess  Profits  Duty,  are  being  spent,  and  they  are 
being  spent,  as  investigation  of  the  property  market 
and  all  sorts  of  investigations  which  you  can  make 
yourself  show,  in  ways  that  detract  from  the  pro- 
duction powers  of  the  country,  and  when  Mr. 
Mackinder  suggests  to  me  that  by  lowering  the  taxa- 
tion of  those  persons 

10.783.  Mr.  Mackinder : No,  I did  not  say  lower 
them.  If  I may  remind  Sir  Leo,  what  the  thing 
arose  from  was  this.  He  made  the  statement  that 
you  could  see  the  large  sums  that  were  saved  by  the 
comparatively  few  from  the  fact  that  4,000  people 
left  two-thirds  of  the  money  that  was  left  every 
jear  on  death? — Yes;  I think  it  is  a very  good  way. 

10.784.  That  is  your  basis,  and  that  was  your 
evidence,  and  from  that  you  drew  the  deduction,  if 
I remember  rightly,  in  so  many  words,  that  we 
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should  put  on  a higher  rate  of  Income  Tax  and  get 
at  that  money  before  death? — Yes,  I think  so. 

10.785.  My  point  that  I was  asking  was  this. 
Obviously  that  money  which  is  there  accumulated,  in 
whatever  manner  it  has  been  accumulated,  when  it 
was  left  at  death  was  capital  available  for  use  in 
the  nation;  and  I was  asking  you  whether  you  con- 
sider that  we  should  do  better  by  putting  on  a 
higher  Income  Tax — it  was  not  a question  of  freeing 
them  from  Income  Tax — and  stop  that  saving  to 
some  extent,  with  the  result  that  the  evidence  of  the 
Death  Duties  would  show  us  a less  quantity  of  money 
left? — If  you  ask  me  the  question  I am  bound  to 
answer  it.  I would  levy  those  taxes  in  the  way  I 
have  suggested  in  a high  degree,  and  I would  utilise 
the  proceeds  not  upon  armies  and  navies;  I would 
utilise  them,  for  example,  in  reinforcing  the  mines 
of  this  country  with  new  capital;  in  making  our 
transport  system  not  the  clumsy  thing  it  is,  but  a 
really  efficient  transport  system.  By  doing  that  I 
think  I should  perform  a very  great  service  for  the 
country.  Some  people  differ  from  me;  but  that  is 
my  opinion. 

10.786.  That  postulates  that  people  would  go  on 
earning  the  money  for  you  to  tax? — Yes. 

10.787.  Mr.  McLintock : The  Commission  is 

naturally  very  anxious  to  find  some  of  these  sources 
of  untapped  revenue  such  as  you  suggest  in  para- 
graph 18,  when  you  speak  of  the  evasion  of  Super- 
tax. You  give  as  an  illustration  a company  earning 
so  many  thousands  but  paying  a very  much  smaller 
dividend  than  they  should? — Yes. 

10.788.  Do  you  suggest  that  the  whole  of  that 

income  is  liable  to  Super-tax? — I suggest  it  ought  to 
be,  but  at  present  it  is  not.  This  company  paid  out 
£15,000  in  dividend 

10.789.  Yes,  I remember  the  figures.  You  know 
there  are  very  few  Super-tax  payers  in  the  country? — 
Yes. 

10.790.  Round  about  50,000? — Yes,  there  are  really 
more,  only  evasion  reduces  them  to  that  official  figure. 

10.791.  Well,  it  may  be.  These  are  the  incomes  as 
taxed  above  £2,500? — The  Super-tax  income  is  not 
the  true  income.  I have  tried  to  show  that  in  my 
evidence,  and  I really  thought  I had  succeeded,  if 
I may  say  so  with  respect. 

10.792.  It  does  not  affect  the  point  I am  going 
to  put.  There  are  a great  many  of  the  shareholders 
in  every  public  company  who  have  incomes  consider- 
ably below  £2,500.  Have  you  considered  the  amount 
of  repayment  the  Inland  Revenue  would  have  to  make 
if  these  reserves  were  distributed  as  dividend? — I do 
not  call  for  their  distribution.  I only  call  for  their 
taxation. 

10.793.  I do  not  know  that  you  are  entitled  to  call 
for  their  taxation.  Assume  the  case  of  a man  with 
£1,000  a year,  who  would  be  entitled  to  a distribution 
from  the  company  you  mention  of  £100.  That  man 
is  not  liable  to  pay  at  6s.,  which  the  company  have 
already  paid? — That  is  so. 

10.794.  He  therefore  reclaims  from  the  Revenue? — 
Yes. 

10.795.  Have  you  any  idea,  or  can  you  form  any 
idea,  how  much  of  that  6s.  tax  the  Revenue  would 
have  to  repay  as  against  the  Super-tax  it  would  get? 
— No  more.  I am  glad  you  asked  that  question,  be- 
cause it  enables  me  to  explain  to  you  the  system  that 
I propose.  I do  not  propose  that  the  top  rate  should 
be  collected  at  the  source.  My  system  is  that  a 
median  line  should  be  taken. 

10.796.  I am  concerned  not  with,  any  new  system  of 
taxation,  but  the  system 'which  is  presently  in  force 
to-day  of  6s.  Income  Tax.  If  these  reserves  are  dis- 
tributed to  all  shareholders  who  are  liable  to  less  than 
6s.  the  Revenue  will  have  to  repay? — You  mean  if 
they  are  taxed  on  it,  but  it  would  not  be  taxed  at 
the  source,  and  I have  not  suggested  that  it  should. 
I have  merely  suggested  that,  even  if  you  retain  the 
present  Super-tax,  and  I hope  you  will  not,  then  the 
Super-tax  payer  should  be  compelled  to  return  in  his 
income  what  he  receives  indirectly  by  way  of  reserve. 


10.797.  The  point  you  make  is,  there  is  a grave  loss 
of  tax  through  non-assessment  under  this  head? — Yes. 

10.798.  So  that  the  rates  of  Super-tax  now  charged 
are  insufficient.  Take  it  from  me,  for  the  moment, 
that  the  present  system  continues  and  that  the  share- 
holder who  . would  receive  a part  of  this  profit  actually 
receives  it  in  cash? — I do  not  propose  that. 

10.799.  Or  actually  receives  it  as  a scrip  bonus? — 
I do  not  propose  that.  I am  sorry,  but  I am  com- 
pletely misunderstood.  I never  proposed  such  a thing. 

10.800.  Chairman : Is  it  your  point  that  when  a 
dividend  is  paid  the  proportion  of  the  reserve  fund 
allocated  to  that  particular  shareholder  is  stated  upon 
the  dividend  warrant  and  he  puts  that  in  his  Income 
Tax  return? — He  declares  it  in  his  Income  Tax  return, 
but  he  does  not  pay  a penny  of  it  unless  it  is  due 
from  him,  so  that  there  is  nothing  to  pay  back. 

10.801.  Mr.  McLintock  : Excuse  me,  there  is.  Here 

is  the  point.  Take  the  simple  case  of  a company 
who  earn  £100,000  of  profit  and  pay  6s.  in  the  £ to 
the  Inland  Revenue  on  it.  They  divide  £50,000  as 
dividend,  and  one  of  the  recipients  of  that  dividend 
has  an  income  of  £500  a year  with  the  dividend  that 
he  gets.  Supposing  he  got  the  other  half  put  down 
as  his  earnings  from  that  company,  or  got  it  paid 
to  him,  or  got  a scrip  bonus,  would  he  be  entitled 
to  go  to  the  Inland  Revenue  and  say,  that  dividend 
has  been  taxed  at  6s.  in  the  £ ; give  me  back  the 
difference?— Of  course  he  would,  but  it  would  not  bo 
paid  back  because  it  would  only  be  levied  on  his 
declaration.  Say  it  raised  his  income,  for  the  sake 
of  example,  to  £1,000 

10.802.  Hold  on,  you  have  not  got  my  point.  The 
present  system  of  taxation  is  that  the  man  only 
returns  as  part  of  his  income  the  dividend  he  gets 
in  cash? — He  only  returns  it  for  Super-tax  purposes. 

10.803.  He  only  returns  it  as  part  of  his  aggregate 
income  for  all  purposes? — As  part  of  his  income  which 
he  receives,  which  he  returns  as  part  of  his  aggregate 
income  from  all  sources. 

10.804.  To  determine  his  abatement  and  his  rate 
of  tax? — Yes. 


10.805.  You  agree  that  a limited  company  at  pre- 
sent pays  6s.  in  the  £ on  the  total  earnings  ?— Yes. 

10.806.  And  many  of  its  shareholders  get  a rebate 
according  to  the  amount  of  the  dividend? — Of  course 
you  know  the  system  as  well  as  I do.  It  is  that  the 
shareholder  has  a right  to  claim  repayment  of  the 
Income  Tax  if  he  can  show  that  he  ought  not  to 
have  paid  6s.,  but  so  far  as  Super-tax  is  concerned 
he  does  not  return  that  part  of  the  earnings  of 
the  company  which  are  put  to  reserve. 

10.807.  I know  that.  Your  point  is  that  if  a share- 
holder returns  the  part  of  his  earnings  which  are  put 
to  reserve  and  it  is  Super-tax  he  will  pay  more 
Super-tax  ? — Yes. 

10.808.  If  the  aggregate  income  is  comparatively 
small,  something  under  £2,000,  he  is  liable  for  less 
than  6s.  ?— He  would  have  the  same  claim  for  repay- 
ment as  he  has  now. 

10.809.  No,  excuse  me,  he  has  no  claim  for  repay- 
ment now.  A man  gets  £50  dividend  paid  by  a 
company,  and  he  claims  back  the  differential  rate 
of  tax  on  the  £50? — Yes. 


10,810.  He  has  no  claim  for  the  £50  they  put  to 
reserve;  the  State  gets  that? — Yes. 

10  811.  The  fact  that  these  claims  are  not  made 
by  the  State  from  the  very  few  Super-tax  payers, 
and  there  are  a great  many  shareholders  whose  in- 
comes are  under  £2,500?— I cannot  see  that  the 
suggestion  I have  made  in  any  way  damnifies  the  tax- 
payer in  regard  to  Income  Tax,  but  it  does  damnify 
him  in  regard  to  the  present  avoidance  of  the  payment 
of  Super-tax.  , 

10  812.  I am  not  taking  it  from  the  taxpayers 
point  of  view ; I am  taking  it  from  the  point  of  view 
of  a grave  loss  to  the  State;  that  is  what  you  sayr'— 
That  is  my  opinion. 

10,813.  I suggest  to  you  that  you  are  wrong.  You 
have  not  made  any  allowance  for  the  fact  that  on 


MINUTES  OF  EVIDENCE. 


531 


10  September,  1919.] 


Sir  Leo  Chiozza  Money. 


[ Continued . 


the  undistributed  reserves  which  would  go  to  share- 
holders who  are  liable  for  less  than  6s.  the  State 
would  lose  part  of  the  Income  Tax  they  now  get? — 
They  only  get  it  for  Inoome  Tax.  Take  the  case  of 
the  Imperial  Tobacco  Company.  They  have  made  an 
enormous  distribution  from  reserve  of  bonus  shares. 
The  Super-tax  payer  has  not  to  return  that  on  his 
Super-tax  return.  It  is  not  inoome.  He  gets  it, 
but  it  is  not  income.  It  has  been  taxed  at  6s.  in  the 
£ for  Income  lax  purposes,  but  I claim  he  should 
also  pay  Super-tax  on  it. 

10.814.  I want  to  suggest  to«you  that,  as  against 
the  additional  Super-tax  that  would  be  gained  by  the 
State,  they  would  have  to  repay  a very  considerable 
portion  of  the  6s.  Income  Tax,  and  the  one  is  a sub- 
stantial set-off  as  against  the  other. 

10.815.  Chairman:  That  is  the  point. 

10.816.  Mr.  McLintock : Do  you  not  admit  that? — 
No,  I do  not  admit  that. 

10.817.  Mr.  Kerly : Might  I put  it;  I think  I see 
the  difference  between  you.  Sir  Leo,  while  proposing 
that  the  distinction  between  Income  Tax  and  Super- 
tax shall  be  swept  away,  on  this  proposal  is  assuming 
that  it  remains,  and  he  is  proposing  that  the  added 
income  which  is  represented  by  undistributed  money 
should  not  affect  the  Income  Tax  rate,  but  should 
only  be  payable  if  there  is  a Super-tax  rate? — That 
is  it. 

10.818.  Dr.  Stamp : Sir  Leo  is  really  proposing 
that  the  poor  man’s  share  in  the  company’s  reserve 
should  be  taxed  at  6s.  always.  It  should  be  taxed  at 
only  2s.  3d.  or  3s.  if  it  is  given  to  him,  but  if  it  is 
withheld  for  a few  years  he  should  pay  at  6s.  Mr. 
McLintock’s  whole  point  is,  is  there  a correlative 
right  of  repayment  to  people  whose  aggregate  rate 
should  be  less  than  6s.  ? — The  right  of  repayment 
remains  untouched. 

10.819.  Do  you  give  it  to  him  by  your  method? — 
I am  quite  willing  to  concede  it;  it  seems  to  me  quite 
fair  to  do  so. 

10.820.  Mr.  McLintock : The  next  point  is  where 
is  the  grave  loss  sustained.  I suggest  that  if  the 
Government  repaid  to  all  the  shareholders  whose  in- 
come was  below  the  6s.  limit  it  would  go  a long  way 
to  set  off  the  extra  Super-tax  you  would  get,  because 
the  Super-tax  payers  are  a very  small  proportion  of 
the  total? — But  a very  large  amount  is  repaid. 

10.821.  Dr.  Stamp:  The  measure  of  the  true  loss 
really  is  the  difference  between  what  the  State  gets 
now  under  the  present  imperfect  system  and  what  it 
would  get  if  the  dividends  are  repaid? — If  one  thinks 
of  the  high  rate  of  Super-tax  and  the  comparatively 
low  rate  of  taxation  on  the  other  hand,  the  State 
would  gain. 

10.822.  Mr.  McLintock : Take  the  rate  of  3s. 
Every  shareholder  who  comes  within  that  gets  3s.  in 
the  £ back.  The  highest  Super-tax  rate  is  not  very 
much  higher  than  3s.  ? — That  point  is  a point  for 
consideration ; I would  like  to  think  it  over.  I am 
much  obliged  to  you  for  raising  the  point.  My  pro- 
posal as  it  stood  did  not  damnify  anyone  in  that 
particular. 

10.823.  We  have  had  any  number  of  witnesses;  you 
are  merely  following  what  many  more  have  done. 
They  maintain  that  there  is  a grave  loss  in  Super-tax 
to  the  State  through  the  distribution  of  bonuses,  but 
they  always  leave  out  of  account  the  other  side  of  the 
story.  After  all,  we  are  concerned  here  with  loss  to 
the  State.  There  is  the  other  point  about  losing  the 
6s.  tax  on  undistributed  profits  which  belong  to  a 
shareholder  with  a small  income? — The  greater 
number  of  shares  are  held  by  well-to-do  people.  It  is 
true  that  there  are  a large  number  of  shareholders  in 
this  country,  but  the  great  number  of  the  holdings 
belong  to  well-to-do  people.  That  is  to  say,  many 
holdings  belong  to  one  man,  and  are  apparently  the 
holding  of  small  shareholders ; but  they  are  not.  Ho 
is  a wealthy  man. 


10.824.  Have  you  had  occasion  to  examine  lists  of 
large  companies  and  the  designation  of  shareholders? 
— Yes. 

10.825.  I examined  one  in  the  last  few  weeks  with 
£5,000,000  of  capital,  and  it  was  a most  surprising 
fact  that  of  the  whole  list  the  greater  number  there, 
from  their  description  and  addresses,  were  clearly 
people  of  small  incomes? — There  used  to  be  a firm 
in  London — I dare  say  it  still  exists — who  supplied 
lists  of  addresses  to  company  promoters.  They  took 
every  list  as  it  came  along  and  collated  it  into  their 
main  list,  so  that  they  got  a main  list  of  shareholders. 

10.826.  Small  gullible  shareholders? — That  is  an- 
other point.  I might  be  inclined  to  agree  with  you, 
and  that  is  a nice  reflection  on  the  capitalist  system 
that  you  have  made,  in  passing. 

10.827.  It  is  really  not  material  to  the  point,  and  I 
will  pass  on? — It  is  really  material  to  the  point,  and  I 
would  like  to  give  the  answer,  if  you  will  allow  me, 
but  I bow  to  the  Chairman’s  ruling. 

10.828.  Chairman : I think  you  might  state  from 
your  own  knowledge  what  you  have  to  say  about  the 
shareholders? — The  point  is  that  they  collated  all 
these  names.  All  the  shareholders,  who  appeared  to 
be,  on  the  face  of  it,  a very  large  number  indeed — 
millions — boiled  down  to  a few  hundred  thousand 
names,  and  when  you  took  the  considerable  share- 
holders’ names  amongst  those  it  was  a smaller  list  still. 
The  very  special  list  is  a very  small  list.  The  same 
names  appeared  in  a hundred  different  shareholders’ 
lists.  They  appear  to  be  small  shareholders,  but  they 
are  not.  It  is  the  investment  of  the  well-to-do  man. 
If  you  want  proof  of  that  you  must  go  to  the  Death 
Duty  returns,  where,  as  I again  remind  you,  you  take 
the  whole  property  of  the  country,  in  land,  houses, 
railways,  mines,  and  everything,  and  you  get  two- 
thirds  of  the  whole  owned  by  120,000  people. 

10.829.  Mr.  Pretyman:  Would  not  it  cut  both 
wajs?  If  you  take  the  case  of  the  company  given  by 
Mr.  McLintock  which  makes  a profit  taxable  at  the 
source  of  £100,000  and  distributes  £50,000  and  keeps 
£50,000  in  reserve,  the  whole  £100,000  has  paid  6s. 
in  the  £ tax.  When  the  £50,000  which  is  distributed 
comes  to  the  shareholders  one  shareholder  who  is  a 
Super-tax  payer  gets,  let  us  say,  £1,000.  Another 
shareholder  who  has  a small  income  and  would  be 
able  to  obtain  a deduction,  gets  £40.  In  the  case  of 
the  man  who  gets  the  £1,000,  he  only  adds  the  £1,000 
to  his  assessment  for  Super-tax,  and  the  corresponding 
£1,000  which  goes  into  reserve  he  pays  nothing  on ; 
that  is  clear? — Yes. 

10.830.  The  man  who  gets  £40  will  be  in  this 
position,  that  the  corresponding  £40  would  cut  for 
him  in  one  way  and  against  him  in  another.  The 
State  has  got  6s.  in  the  £ on  that  £40.  On  the  £40 
that  he  gets  the  State  may  be  getting  nothing,  because 
his  total  income  may  entitle  him  to  go  clear  alto- 
gether, but  supposing  his  income  was,  say,  £300  a 
year,  of  which  this  £40  formed  part ; it  surely  must  be 
taken  into  consideration  both  ways,  so  that  if  the 
corresponding  reserve  is  taken  into  account,  the  State, 
which  at  present  gets  6s.  on  that,  will  be  in  the 
position  of  losing  the  certain  6s.,  but,  on  the  other 
hand,  it  will  gain  something,  because  the  man,  in 
claiming  his  deduction,  will  have  to  return  an  income 
of  £40  greater  than  he  returns  now.  Is  not  that 
right? — Yes.  You  have  put  it  very  clearly  indeed, 
if  I may  say  so. 

10.831.  He  would  return  an  income  of  £40  greatev 
than  he  returns  now? — Yes. 

10.832.  So  that  the  position  of  the  State  would  be 
that  it  would  certainly  gain  something  from  the 
Super-tax  payer? — Yes. 

10.833.  But  whether  it  would  gain  or  lose  anything 
from  the  man  with  the  small  income  who  is  entitled 
to  deductions  would  really  depend  upon  whether  the 
6s.  certain  which  it  gets  on  the  portion  which  is 
reserved  was  or  not  increased  or  diminished  when  it 
came  to  the  question  of  the  claim? — That  is  so,  and 
the  gentleman  who  was  questioning  me  based  n;s 
argument  that  the  Iosb  would  tie  greater  tnan  the 
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gain  upon  a supposition  which  I think,  if  I may 
respectfully  say  so,  has  no  foundation  in  fact. 

10.834.  Mr.  McLintock : I did  not  say  so.  I asked 
you  if  you  had  taken  the  loss  into  account,  and  you 
said  you  had  not. 

10.835.  Mr.  Pretyman : It  is  agreed  that  that  is 
the  position.  Have  you  taken  all  that  into  account, 

I think  was  Mr.  McLintock’s  question? — That  point, 
it  seems  to  me,  is  comparatively  negligible. 

10.836.  That  is  really  rather  for  us  to  judge.  I 
only  wanted  you  to  answer  my  question  as  to  whether 
you  had  or  had  not  taken  that  into  account? — Cer- 
tainly. I am  not  claiming  that  any  injustice  should 
be  done  to  any  individual  taxpayer.  I only  want  him 
to  pay  on  his  income. 

10.837.  I only  asked  you  a plain  question,,  whether 
you  did  or  did  not  take  that  particular  fact  into 
account  when  you  made  these  calculations  ? — 
Certainly. 

10.838.  Mr.  McLintock  : What  calculations  did  you 
make? — There  are  no  available  figures  on  which  to 
base  an  estimate,  but  the  main  fact  upon  which  I 
go  is  the  fact  that  the  greater  part  of  the  property 
of  the  country  is  in  comparatively  few  hands.  If 
that  is  true,  and  the  Death  Duties  prove  it  to  be 
true,  it  therefore  follows  that  the  loss  in  question 
would  be  a negligible  loss,  and  is  one  with  which 
this  Commission  need  not  concern  itself. 

10.839.  In  paragraph  3 you  state:  “It  has  to  be 
remembered  that  taxable  income  is  much  less  than 
true  income,  owing  to  the  • averaging  system,  evasion 
and  avoidance  ” ? — Yes. 

10.840.  I take  it  that  your  view  that  the  averaging 
system  makes  a less  taxable  income  is  that  a man 
pays  no  tax  when  he  makes  losses ; he  is  allowed  to 
carry  forward  the  losses? — Yes. 

10,341.  You  agree  there  is  no  lowering  of  the  tax- 
able income,  even  by  taking  the  preceding  year,  if 
you  bring  the  losses  into  account? — There  is  in  the 
case  of  a country  like  this,  where  incomes  are 
steadily  rising.  The  income  of  this  country  has  been 
steadily  rising  for  a great  many  years,  and  during 
the  war  of  course  it  advanced  rapidly.  It  therefore 
follows  that  the  averaging  system  must  rob  the' 
State  of  the  aggregate  of  revenue.  That  also  applies 
to  Super-tax,  quite  apart  from  the  question  of  the 
reserve,  because,  as  was  so  fully  brought  out  in  the 
brief  description  of  the  Income  Tax  which  was 
circulated  to  you,  which  I quoted  in  paragraph  21  of 
my  precis,  the  Super-tax  income  is  not  the  real 
income  of  the  person  at  all,  quite  apart  from  the 
question  of  the  reserve  funds.  It  consists  of  a quite 
arbitrary  collection  of  sums  which  are  themselves  all 
sorts  of  different  averages  of  past  years. 

10.842.  It  may,  but  only  in  cases  where  the  average 
comes  into  a man’s  income.  With  a man  whose 
salary  is  fixed  at  £5,000  a year  it  is  quite  fair ; it 
is  the  preceding  year  there,  exactly  what  you  are 
contending  for? — Yes. 

10.843.  It  is  only  in  the  case  of  Super-tax  incomes 
based  on  averages? — Yes,  but  in  the  case  of  the 
Income  Tax  payer  it  also  tells,  quite  apart  from 
Super-tax.  In  the  case  of  a country  with  a steadily 
rising  standard  of  life  and  income  the  averaging 
system  robs  the  State  of  the  tax  on  the  full  income 
of  the  country  and  gives  it  a tax  on  something  less 
than  the  income  of  the  country. 

10.844.  On  the  other  hand  when  the  income  is 
falling  the  State  gets  more  than  it  is  entitled  to?— 
Yes.  1 am  speaking  of  the  practical  case  of  the  United 
Kingdom  in  the  last  15  years,  where  I do  not  think 
there  has  been  any  set  back  in  the  aggregate  income 
of  the  country. 

10.845.  It  does  not  tell  you  exactly  how  much  is 
on  the  averaging  system? — No,  but  I think  you  will 
find  that  is  true. 

10  846.  There  have  been  variations,  for  instance 
remittances  from  abroad,  come  into  one  of  the  years 
as  taxable  income? — Yes. 


10.847.  Mr.  Mackinder:  On  the  averaging  system 
you  are  only  postponing;  you  are  not  losing,  are  you? 
— You  are  losing  in  the  case  of  a country  with  a 
steadily  increasing  income. 

10.848.  No;  will  you  not  get  the  effect  of  the  in- 
crease, though  a little  later?— No,  you  are  always 
behind  at  any  point. 

10.849.  But  your  average  is  steadily  rising.  If  you 
have  a steadily  rising  income  your  average  of  three 
years  is  steadily  rising  also? — If  you  take  a series 
of  figures  which  are  constantly  increasing,  and  average 
at  any  point,  there  is  a loss  at  any  point. 

10.850.  I suggest  it  is  not  a loss,  but  only  a post- 
ponement?— If  you  take  a series  of  figures,  5,  6,  7,  8, 

9,  10,  and  11,  and  say  they  are  the  income  of  the 
country,  and  take  the  average  system,  you  are  losing 
in  any  particular  year  a certain  amount  of  the  true 
income  of  that  year,  by  the  averaging  system. 

10.851.  But  you  will  get  the  effect  of  that  in  two 
years'  time? — No,  you  will  not. 

10.852.  Dr.  Stamp:  Is  not  the  distinction  really 
between  loss  and  arriving  at  the  actual  income  of 
a certain  year?— No,  this  point  is  very  plain.  Take 
5,  6,  7,  8,  9,  and  10.  In  the  year  4 he  returns  the 
average  of  5,  6,  and  7,  an  average  of  6,  whereas 
his  income  is  8.  The  next  year,  being  9,  he  returns 
an  average  of  7,  whereas  his  income  is  9.  In  the  next 
year  he  returns  an  average  of  8,  and  his  income  is 

10.  The  State  constantly  loses. 

10.853.  Mr.  Mackinder:  You  are  assuming  the 
world  goes  into  liquidation,  and  we  are  coming  to  an 
end  at  this  date,  whereas  I am  entitled  to  say  this 
year’s  income  is  the  first  of  a new  series,  and  you 
will  get  the  effect  of  this  year’s  income  two  years 
hence?— The  actual  experience  of  the  last  15  years 
shows  that  the  income  of  the  United  Kingdom  has 
not  looked  back ; therefore  the  averaging  system  each 
year  robbed  the  State  of  actual  inoome. 

10.854.  Mr.  McLintock : Take  the  coal  trade,  where 
the  profits  fluctuate  from  period  to  period?— An 
exceptional  case  does  not  invalidate  my  general  state- 
ment. 

10.855.  If  you  go  on  from  your  figure  10  and  start 
to  show  ups  and  downs,  what  will  happen  then?— In 
the  case  of  the  United  Kingdom,  taking  the  course 
of  trade  and  industry  as  it  has  actually  occurred,  it 
can  be  be  shown  that  the  State  has  lost  taxable  in- 
come for  many  years — for  the  last  15  or  20  years. 

10.856.  As  against  that  you  put  forward  the  pro- 
position to-day  that  the  preceding  year  should  be 
taken?— Yes;  but  that  is  not  my  only  reason  for 
advocating  the  abolition  of  the  three  years’  average 
I advocate  it  as  an  act  of  justice,  and  I think  it 
fair  that  in  any  year  having  done  well  or  badly  in 
the  past  you  should  pay  more  or  less  at  the  very  time 
when  you  are  well  prepared  to  pay  either  more  or  less. 

10.857.  I agree  there  are  many  advantages,  but 
here”  is  your  alternative : a man  makes  a loss  of 
£10  000  one  year,  and  he  pays  no  tax ; the  next  year 
he  makes  a profit  of  £5,000,  and  pays  on  £5,000;  he 
makes  a profit  of  £5,000  the  next  year,  and  again 
pays  on  £5,000.  The  result  for  the  three  years  is,  he 
has  made  no  profit  at  all,  and  he  has  had  to  pay  tax 
on  £10,000  ?— Yes. 

10.858.  As  against  the  present  averaging  system 
that  is  your  alternative? — Yes. 

10.859.  Do  you  suggest  yours  is  a fair  proposal?— I 
do;  I am  quite  prepared  to  abide  by  it  myself. 

10.860.  Are  you  a trader  returning  on  a three 
years’  average?— If  you  put  it  to  me  personally  I can 
make  a very  good  case. 

10.861.  Mr.  Kerly:  Well,  the  answer  is  No,  is  it 

not?— These  things  ought  not  to  be  argued  on  per- 
sonal cases.  _ 

10.862.  Chairman:  Did  you  hear  what  Mr.  JAeny 

said? — No.  . _ „+ 

10.863.  Mr.  McLintock  : One  other  point  I want 
to  ask  you  about.  In  paragraph  2 (e)  you  refer  to 
the  loss  of  Excess  Profits  Duty.  You  put  it  at 
£70,000,000?— Yes. 
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10.864.  Would  you  tell  us  what  members  of  the 
community  or  which  class  of  traders  in  the  com- 
munity you  think  have  escaped  this  Excess  Profits 
Duty? — Many  classes. 

10.865.  Do  you  suggest  it  is  the  small  trader  who 
does  not  keep  books  ? — No ; I suggest  different  classes 
of  traders,  some  of  them  very  big. 

10.866.  You  mean  the  big  traders  who  keep  proper 
accounts? — Yes. 

10.867.  Have  you  ever  had  occasion  to  submit  any 
accounts  to  the  Inland  Revenue  for  Excess  Profits 
Duty  ? — No ; I am  not  a payer  of  the  tax. 

10.868.  I said  have  you  ever  had  occasion  to  sub- 
mit any? — No. 

10.869.  Have  you  any  idea  of  the  thoroughness 
with  which  the  accounts  are  investigated? — I hope 
they  are. 

10.870.  Do  you  know  how  thoroughly  they  are  in- 
vestigated?— Forgive  me,  I do  know  this;  I know  of 
many  cases  in  which  there  is  evasion  in  the  form  of 
paying  salaries  to  get  rid  of  the  Excess  Profits  Duty. 

I know  of  cases  in  which  the  partners  deal  in  com- 
modities so  that  they  do  not  come  into  the  accounts 
of  the  firm.  I know  of  all  sorts  of  things  of  that  kind 
which  have  come  to  my  notice  in  the  last  three  or 
four  years.  They  take  so  many  different  forms  that 
1 come  to  a certain  conclusion.  If  you  think  my  con- 
clusion is  wrong  you  are  entitled  to  your  opinion, 
but  I should  invite  you  very  seriously  to  examine  the 
officials  about  it. 

10.871.  I am  asking  you  to  give  us  the  grounds  of 
your  statement? — They  are  the  grounds  of  my  state- 
ment. 

10.872.  I am  asking  you  if  you  have  any  practical 
experience  of  the  thoroughness  with  which  the  Inland 
Revenue  investigate  accounts;  the  only  other  class 
are  the  traders  who  keep  no  accounts? — They  cannot 
investigate  the  accounts  in  the  cases  I have  men- 
tioned; the  accounts  are  perfectly  correct.  £5,000 
paid  to  Thomas  Brown,  Junior,  out  of  profits. 

10.873.  Plenty  of  taxpayers  charge  items  and  pay 
these  salaries.  Do  you  know  that  the  Inland  Revenue 
always  pass  them?  You  are  aware  that  there  is  a 
very  stringent  examination  as  to  salaries  paid,  as 
compared  with  pre-war? — I have  said  what  I have 
said. 

10.874.  Well,  I suggest  to  you  that  you  want  a 
little  more  evidence  before  you  put  statements  like 
that  forward? — I suggest  you  should  call  the  officials 
and  very  closely  examine  them  on  the  points  to  which 
I have  referred. 

10.875.  I do  not  think  we  need  call  the  officials.  I 
have  made  up  a good  many  returns? — You  asked  me 
whether  I know  what  the  officials  do ; I think  it 
would  be  far  better,  with  great  respect,  if  you  asked 
the  officials  themselves. 

10.876.  Chairman:  We  shall  do  that;  but  could 
you  say  really  from  knowledge  that  this  has  been 
done  ?— It  is  very  difficult  when  one  is  giving  evidence 
before  a Commission  of  this  kind  to  name  names  or 
to  name  particular  cases.  You  know  how  difficult  it 
is,  Lord  Colwyn. 

10.877.  Is  it  from  actual  knowledge  that  you  speak, 
or  is  it  from  being  told  by  someone? — I have  been  told 
by  someone,  and,  as  a public  man,  I have  received 
letters.  I received  a letter,  for  example,  to  take  the 
case  I mentioned,  which  I had  in  mind,  to  this  effect : 
“ Let  me  bring  to  your  notice  a common  way  of 
evading  Excess  Profits  Duty.  The  firm  is  a manu- 
facturing firm  in  so  and  so.  One  of  the  partners  deals 
in  the  material.  Dealing  in  the  material,  it  not  being 
the  ordinary  matter  of  his  trade  to  deal  in  the 
material,  he  does  not  even  pay  Income  Tax  on  the 
profit  he  makes  in  that  dealing.  It  is  an  odd  trans- 
action. He  never  did  it  before,  but  he  does  it  now. 
It  does  not  go  into  his  Income  Tax  returns,  and  it 
does  not  go  into  the  Excess  Profits  returns  of  the  com- 
pany.” That  is  a letter  I received.  If  you  like,  I 
will  look  it  up  and  hand  it  to  you  later. 

10.878.  I should  like  that,  if  you  will  do  so? — That 
is  one  case.  Other  cases  I have  been  told  of  where 
profits  have  been  appropriated  to  salaries  and  all 


sorts  of  things  of  that  kind.  Forgive  me  saying  so, 
but  the  officials  do  their  work  well,  but  they  have 
been  doing  it  under  very  great  difficulties.  They  have 
had  three,  four  and  five  times  the  amount  to  do  at 
Somerset  House  than  they  had  before  the  war,  when 
they  had  more  men  to  do  it.  Can  you  really  imagine 
that,  with  all  the  good-will  in  the  world,  they  make  an 
absolutely  thorough  investigation  of  every  case?  It 
is  common  sense  that  they  would  not  have  time  to 
do  it,  whatever  their  good-will  might  be. 

10.879.  Take  Mr.  McLintock ; he  has  had  great  ex- 
perience in  these  big  concerns,  having  to  deal  with 
this  matter.  Our  experience  in  all  the  affairs  that 
we  have  had  to  deal  with  is  that  the  Income  1 ax 
people  have  been  very,  very  careful,  and  that  these  ex- 
ceptions which  you  specify  cannot,  I think,  be  very 
large  ones.  We  are  here  to  examine  these  things  and 
to  find  out,  and  the  letter  which  you  send  to  me  will 
be  very  carefully  considered? — I hope  no  word  I have 
said  reflects  on  the  officials.  I look  at  the  fact  that 
£285,000,000  of  Excess  Profits  Duty  was  collected  by 
how  many  men  I know  not;  perhaps  Dr.  Stamp  could 
tell  us  how  many  men  collect  that  money? 

10.880.  Dr.  Stamp : Do  you  mean  actually  engaged 
in  collecting  it? — Yes. 

10.881.  300  or  400  Surveyors,  and  they  would  have 
their  assistants  and  clerks? — What  does  it  come  to 
in  dealing  with  £285,000,000? 

10.882.  Mr.  McLintock  : I have  seen  some  thousands 
of  cases  during  the  war,  and  I know  of  no  single  case 
of  Excess  Profits  Duty  where  the  accounts  were 
accepted  without  the  closest  investigation  of  every 
item,  and  I assume  that  my  experience  is  common  to 
everybody  else. 

10.883.  Mr.  Walker  Clark:  Particularly  salaries. 

10.884.  Mr.  McLintock  : Particularly  salaries. 

10.885.  Dr.  Stamp : May  I clear  up  the  point  about 
salaries  while  you  are  on  it.  Your  idea  is  that  by 
charging  excessive  salaries  the  Excess  Profits  Duty 
is  diminished.  We  are  at  the  moment  on  the  point 
of  the  rough  estimate  of  the  national  income.  If  it 
is  taken  out  of  the  Excess  Profits  Duty  as  salaries, 
do  you  suggest  that  the  Revenue  do  not  pick  it  up 
out  of  Income  Tax  on  the  salaries  ?— Not  to  the  same 
extent. 

10.886.  Where  does  it  go  to?— Say  it  is  £100.  If 
it  is  Excess  Profits  Duty  it  is  £80  at  once.  If  it  is 
paid  as  a salary  you  do  not  get  80  per  cent. 

10.887.  Do  you  suggest  that'  the  Surveyors  pass 
the  items  charged  as  salaries? — How  could  they 
challenge  the  reasonableness  of  a salary  ? The  firm 
if  asked  would  say,  “ We  are  expanding  our  business. 
Where  we  were  making  10  shells  we  are  now  making 
10,000.” 

10.888.  Mr.  McLintock  : You  mean  that  represents 
in  the  wages  book  half  a dozen  people  all  defrauding 
the  country?— I have  heard  so  many  cases  in  this 
war  from  well-authenticated  sources.  I speak  with 
a good  deal  of  conviction  in  what  I say,  not  only  in 
regard  to  charging  the  Government  on  Government 
contracts,  but  many  other  things,  some  of  which 
have  been  proved  in  Court,  and  those  that  ha^e  been 
proved  in  Court,  in  my  opinion,  are  only  a small 
percentage  of  the  cases  that  actually  occurred.  I 
may  be  wrong  in  making  that  statement,  but  I speak 
as  a man  who,  after  all,  has  opportunities  for  making 
inquiry,  and  who  as  a public  man  receives  volunteered 
information  from  all  parts  of  the  country. 

10.889.  From  people  who  have  been  defrauding  the 
Revenue? — No,  from  people  who  have  found  it  out. 

10.890.  Dr.  Stamp : I suggest  to  you  that  your  item 
(e)  in  paragraph  2,  if  correct,  is  balanced  by  a 
corresponding  error  the  other  way  in  item  (a),  if  the 
Revenue  people  do  their  work  properly? — No,  for  the 
reason  I have  stated,  that  £100  escaping  Excess 
Profits  Duty  is  £80  lost  to  the  Revenue. 

10.891.  The  only  thing  that  comes  off  the  total 
income  is  the  amount  of  the  Excess  Profits  Duty  P 
Yes. 
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10.892.  The  only  effect  is  that  it  goes  on  to  the 
top  from  (e)  to  (a)  ? — That  would  cover  this  particular 
case,  but  not  the  case  I put  to  the  Chairman. 

10.893.  You  are  speaking  of  evading  Excess  Profits 
Duty  by  salaries;  it  may  be  an  evasion  of  Excess 
Profits  Duty,  but  it  cannot  affect  your  total  on  this 
estimate? — On  the  salary  item  it  would  only  affect 
the  amount  of  Revenue  received  by  the  State,  but 
in  other  kinds  of  cases  I may  mention  it  affects  not 
only  the  amount  received  by  the  State  but  it  affects 
the  top  line,  the  amount  of  taxable  income.  Take  a 
man  buying  cotton  who  never  bought  it  before;  it 
is  no  part  of  his  income  and  no  part  of  his  business 
to  deal  in  cotton,  and  it  does  not  go  in  his  Income 
Tax  returns. 

10.894.  Are  not  you  really  on  a different  point, 
that  the  scope  of  the  tax  is  not  wide  enough? — No. 
It  is  that  it  was  well  worth  while  to  evade  the  Excess 
Profits  Duty.  If  you  could  write  down  £1,000  of 
excess  profits  in  another  form  you  escape  £800  of 
taxation.  The  temptation  was  very  great,  and  after 
all  there  are  many  business  methods  of  meeting  that 
problem.  Some  of  those  methods  have  been  described 
to  me. 

10.895.  Mr.  Mackinder : With  regard  to  the 

salary  question,  do  you  suggest  that  those  were 
salaries  to  the  officials  of  the  company,  or  are  you 
taking  the  case  of  people  paying  salaries  really  in 
lieu  of  profits? — Do  not  you  think  the  young  son  of 
the  managing  director  can  be  advanced  into  a position 
by  the  war  in  which  it  would  be  necessary  for  him  to 
carry  on  certain  duties.  That  is  how  it  could  be  put 
in  explaining  the  matter,  that  it  had  arisen  because 
of  the  war,  and  he  was  therefore  receiving  £1,000 
a year,  whereas  before  he  was  receiving  £300. 

10.896.  Chairman : All  that  you  can  say  is  that  you 
believe  there  are  evasions  in  that  respect,  but  that 
there  are  no  definite  cases  which  you  can  put  before 
U3? — Not  more  definite  than  I have  stated,  but 
they  are  very  definite;  they  do  not  rest  upon  hearsay. 

10.897.  We  cannot  cross-examine  upon  that,  because 
there  is  nothing  more  definite  than  that. 

10.898.  Mr.  McLintock  : What  you  have  indicated 

to  us ? — Might  I ask  this,  if  it  is  legitimate  to 

ask  you  a question : when  it  was  suggested  in  the 
House  of  Commons  that  the  books  of  firms  should 
be  examined  in  connection  with  Excess  Profits  Duty, 
it  was  debated  hotly  and  defeated.  Why  was  it 
debated  hotly  and  defeated  if  it  did  not  matter 
whether  the  books  were  examined  or  not? 

10.899.  I suggest  you  ask  those  who  debated  it; 
it  is  not  a question  to  put  to  me.  I did  not  debate 
it  in  the  House  of  Commons,  and  you  were  there 
at  the  time? — At  any  rate  it  bears  on  my  evidence, 
because  I claim  in  my  evidence  that  the  Inland  Re- 
venue authorities  should  be  armed  with  powers  that 
they  do  not  now  possess. 

10.900.  You  know  that  the  Commissioners  have 
power  to  demand  books? — No,  I was  informed  not; 
is  that  so,  Dr.  Stamp  ? 

10.901.  Dr.  Stamp : The  Local  Commissioners  have 
poweij  to  investigate  books;  as  soon  as  the  matter 
comes  before  them  appeal  they  can  call  for  all 
documents. 

10.902.  Mr.  McLintock : They  call  for  very  drastic 
certificates  from  the  accountants.  On  the  question  of 
exemption  and  raising  the  limit  to  £250,  you  indicate 
that  you  think  bachelors  with  £250  should  contribute 
something? — Yes,  except  for  the  practical  point  I 
have  spoken  of.  I think  the  amount  of  work  in  con- 
nection with  it  would  be  so  great. 

10.903.  On  the  general  question  of  the  abatement 
of  £250,  I want  to  ask  you  if  in  your  opinion  the 
recent  extension  of  the  relief  to  dependants  has  not 
gone  a long  way  to  meet  it,  say  a household  with 
husband,  wife  and  three  children,  where  the  total 
relief  is  £260? — You  refer  to  the  Hopkins  system? 

10.904.  No,  I am  referring  to  the  existing  position 
with  an  abatement  of  £120? — No,  I think  the  exist- 
ing system  does  not  meet  the  case. 


10.905.  You  mean  that  for  a household  with  a 
husband,  wife,  and  three  children,  which  means  a 
relief  of  £260,  the  relief  is  not  enough  ? — It  cer- 
tainly is  not. 

10.906.  But  you  do  agree  that  the  bachelor,  subject 
to  your  qualification,  should  contribute  something? — 
Well,  I worked  out  before  the  war  a poverty  line 
based  on  the  meanest  line  of  comfort.  It  was  very 
mean  indeed,  so  that  you  would  not  yourself  if  you 

. could  help  it  live  like  it.  It  came  to  nearly  £2  a week. 
You  have  got  roundly  to  double  that  at  the  present 
time.  You  have  £4  a week — £200  a year — for  what? 
Not  for  the  kind  of  existence  that  ought  to  be 
tolerated  in  this  country  at  this  time,  but  a very 
mean  kind  of  existence  indeed.  Another  £50  or  £60 
in  my  opinion  does  not  raise  it  to  what  ought  to  be 
considered  taxable  capacity  in  our  time  of  day.  It 
is  my  view. 

10.907.  Is  your  suggestion  an  exemption  of  £250 
and  all  the  existing  reliefs  on  the  top  of  it? — Yes. 

10.908.  That  is  with  a household  such  as  I have 
given  between  £300  and  £400  a year? — Yes. 

10.909.  Sir  J . Harmood-Banner : I am  sure  we  all 
sympathize  with  your  desire  to  find  us  a new  tax. 
You  suggest  that  there  should  be  a special  levy  upon 
capital  of  war  fortunes.  How  are  you  going  to 
analyse  and  obtain  a record  of  war  fortunes  as 
against  general  fortunes? — By  comparison  of  the  for- 
tune as  it  existed  at  the  date  of  the  armistice,  let  us 
say,  with  the  fortune  as  it  existed  in  1914.  If  I am 
worth  £100,000  after  the  war,  and  I was  only  worth 
£20,000  before  the  war,  I should  say  that  it  is  pretty 
clear  evidence  that  the  war  has  profited  me  as  it 
ought  not  to  have  profited  me. 

10.910.  Your  suggestion  is  that  the  difference 
between  those  two  fortunes  should  be  subjected  to  a 
special  tax? — Yes,  the  capital  should  be  subjected  to 
a very  heavy  tax  indeed,  almost  to  extinction,  so  that 
the  gentleman  I mentioned,  for  example,  should  be 
reduced  pretty  well.  He  had  nothing  before  the  war. 
Let  us  reduce  him,  say,  to  £500  or  £1,000  a year. 
The  war  then  will  have  benefited  him  a great  deal, 
and  he  ought  to  be  content  with  that. 

10.911.  How  would  you  carry  that  out,  for  instance, 
with  the  Swedes  and  the  Norwegians  and  the 
Americans,  all  of  whom  have  profited  immensely  by 
the  war? — We  leave  them  to  their  own  people;  we  can 
only  deal  with  our  own  people. 

10.912.  Would  you  take  no  steps  with  regard  to 
profits  which  they  have  made  or  are  making  out  of 
the  war? — I do  not  see  how  you  could.  If  any  sug- 
gestion can  be  made  for  dealing  with  them  I would 
deal  with  them,  but  because  I could  not  deal  with  one 
injustice  it  is  no  reason  why  I should  not  deal  with 
this  one  which  I can  deal  with  under  my  hand. 

10.913.  If  suggestions  have  been  made  to  us  to 
endeavour  to  touch  those  fortunes,  do  you  think  it 
would  be  worth  while? — Certainly. 

10.914.  But  you  yourself  have  not  considered  and 
have  no  plan  whereby  these  outsiders  can  be  brought 
in  to  bear  any  of  the  cost  of  the  war  ? — I am  sorry  to 
say  I cannot;  I wish  I could. 

10.915.  In  paragraph  11  I see  you  say  that  the 
Costings  Department  saved  the  nation  £400,000,000, 
and  you  add  that  the  Costings  Department  did  not 
get  to  work  until  commercial  operations  had  taken 
hundreds  of  millions  from  the  Exchequer? — Yes. 

10.916.  £400,000,000  is  hundreds  of  millions.  How 
many  hundreds  of  millions  do  you  consider  in  your 
second? — I do  not  know;  I have  not  the  figure.  The 
other  figure  is  an  official  figure  and  is  not  based  on 
hearsay.  It  is  based  on  such  things  as  this,  the  fact 
brought  out  at  the  British  Association  meeting 
yesterday  or  the  day  before,  where  it  was  shown  that 
by  the  Costings  Department  of  the  Ministry  of  Muni- 
tions and  the  standardising  methods  they  adopted 
they  reduced  the  cost  of  the  Lewis  gun,  the  light 
portable  machine  gun,  from  £120  apiece  to  about 
£60  apiece.  That  was  done  by  the  Ministry  of  Muni- 
tions’ operations. 
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10.917.  Are  you  aware  that  the  profits  of  the  Lewis 
gun  come  under  the  Controlled  Establishment  regula- 
tions, and  the  makers  will  be  called  upon  to  pay  over 
all  except  a very  small  proportion  of  that  profit? — 
Yes,  but  that  does  not  alter  the  fact  to  which  I have 
referred. 

10.918.  Yes. — Does  it?  I only  refer  to  it  as  the 
kind  of  saving  that  was  made,  and  the  kind  of 
estimate  that  goes  to  make  this  £400,000,000.  It  has 
been  given  in  Parliament  both  by  Mr.  Kellaway,  the 
Deputy  Minister  of  Munitions,  and  Mr.  Lloyd  George, 
the  Prime  Minister. 

10.919.  If  the  whole  of  the  £400,000,000,  or  the 
greater  part  of  it,  was  obtained  back  under  the 
Munitions  Levy  or  the  Excess  Profits  Duty,  does  the 
Exchequer  suffer  to  the  extent  of  hundreds  of 
millions? — A great  deal  of  it  was  not  got  back.  Take 
the  case  of  shells.  We  began  by  making  generous  con- 
tracts for  shells.  We  had  to.  The  soldiers  had  to 
have  shells,  and  you  could  not  stop  to  inquire  too 
closely  into  prices;  you  had  to  get  your  shells  made. 
Then  the  Ministry  of  Munitions  established  this 
Costings  Department,  and  also  had  the  advantage, 
which  is  very  important,  of  the  national  factories, 
where  they  could  find  out  for  themselves  what 
materials  exactly  cost  and  what  the  cost  of  production 
was,  and  when  making  new  contracts  for  shells  they 
knocked  down  the  prices. 

10.920.  Chairman:  This  is  common  knowledge? — I 
beg  your  pardon;  I am  glad  if  it  is. 

10.921.  Sir  J.  Harmood-Banner:  I only  wanted  to 
know  where  you  got  the  hundreds  of  millions  taken 
from  the  Exchequer,  looking  at  the  fact  that  there 
was  a Munitions  Levy  and  an  Excess  Profits  Duty, 
which  touched  every  one  of  those  particular  matters. 
You  have  no  account  or  statement;  it  is  merely  a 
general  statement? — I think  it  is  a good  deal  more 
than  a guess,  when  you  think  of  the  enormous  ex- 
penditure at  the  Ministry  of  Munitions.  The  Excess 
Profits  Duty  began  at  50  per  cent,  and  went  up  to 
60  per  cent,  and  then  up  to  80  per  cent.,  and  it  was 
only  80  per  cent,  at  the  end.  After  you  have  sub- 
tracted that  Excess  Profits  Duty,  you  have  enormous 
sums  left. 

10.922.  Hundreds  of  millions  is  very  large? — No, 
not  at  all  large  in  relation  to  the  thousands  of 
millions  spent.  The  Ministry  of  Munitions  did  not 
deal  in  hundreds.  Ten  per  cent,  profit  on 
£1,000,000,000  worth  of  munitions  is  £100,000,000. 

10.923.  I should  be  inclined  to  suggest  that  you 
entirely  neglect  the  amount  that  came  back  in 
Munitions  Levy,  Excess  Profits  Duty,  or  Super-tax, 
when  you  estimate  the  hundreds  of  millions  that  have 
been  taken  from  the  Exchequer? — I do  not.  As  I say, 
the  Excess  Profits  Duty  was  not  80  per  cent,  until 
nearly  the  end  of  the  war.  It  was  50  per  cent.,  then 
60  per  cent.,  then  80  per  cent. 

10.924.  Mr.  Pretyman:  It  was  80  per  cent,  at  the 
end? — At  the  end,  yes,  but  only  at  the  end. 

10.925.  Sir  J.  Harmood-Banner:  Is  it  not  the  fact 
that  the  shipowners  got  a very  favourable  position 
because  the  House  of  Commons  only  brought  in  the 
Munitions  Levy  to  the  munitions  firms,  but  did  not 
bring  ships  into  the  general  levy? — No,  that  is  not  so. 

10.926.  Ships  were  not  brought  into  the  general  levy 
the  same  as  controlled  establishments? — A service  of 
ships  could  he  charged  highly  for,  because  the  number 
of  ships  rapidly  decreased.  They  were  taken  first  by 
the  Admiralty,  and  secondly,  they  were  sunk  by  the 
Germans. 

10.927.  The  matter  of  receipts  and  payments  shows 
that  the  ships  made  a profit  which  was  subject  first 
to  50  per  cent.,  then  to  60  per  cent.,  and  then  to 
80  per  cent.? — No,  forgive  me. 

10.928.  Chairman:  What  is  your  point,  Sir  John? 

10.929.  Sir  J.  Harmood-Banner : The  point  I want 
to  make  here  is,  he  states  the  enormous  figures  made 
out  of  the  mercantile  marine  that  he  wishes  to  tax. 
I want  to  know  where  he  gets  those  enormous  fortunes 
from,  and  whether  those  fortunes  did  not  rather  come, 
not  from  the  ordinary  trade  of  the  country,  but  from 


speculations  which  were  called  capital  profits,  and  did 
not  come  into  the  general  taxation  of  the  country; 
that  is  to  say,  in  the  way  you  gave  just  now,  that 
the  man  was  speculating  instead  of  bringing  it  into 
his  regular  business.  A man  was  speculating  in 
cotton  or  corn,  or  he  sold  his  ships  or  his  factories. 
Are  not  those  the  people  who  made  these  capital  profits 
which  you  now  state  ought  to  be  specially  taxed? — 
No.  This  £300,000,000  profit  of  shipping  in  two 
years,  of  which  I speak,  was  not  the  profit  on  the 
sale  of  ships  at  all.  It  was  the  profit  made  on  the 
running  of  the  ships,  and  I assure  you  it  is  a well- 
authenticated  estimate. 

10.930.  The  profit  made  on  the  running  of  the  ships 
I am  quite  aware  of,  but  on  that  profit  on  running 
they  had  to  pay  50  per  cent.,  60  per  cent.,  and  80 
per  cent.? — It  so  happens  that  the  shipowners  had 
a very  high  datum  line  for  Excess  Profits  Duty.  In 
the  two  years  before  the  war  they  made  about  20  per 
cent,  profit;  they  were  therefore  able  to  select  those 
two  years  out  of  the  three  as  their  datum  line.  They 
were  therefore  very  well  off. 

10.931.  Any  shipowner  making  20  per  cent,  before 
the  war  was  doing  very  much  better  than  the  ship- 
owners generally  do. — The  average  profits  just  before 
the  war  were  very  high. 

10.932.  That  only  forms  a small  proportion  of  this 
amount  upon  which  you  want  to  take  a capital  levy. 
Is  it  not  a fact  that  a great  part  of  these  fortunes 
have  been  made  out  of  sales  of  capital  and  specula- 
tions in  cotton  and  corn  which  do  not  come  into 
Income  Tax  at  all? — I beg  your  pardon.  I did  not 
apprehend  your  point.  I quite  agree  on  that  point, 
if  1 may  say  so,  and  that  is  another  reason,  it  seems 
to  me,  for  the  argument  I advanced  that  there  should 
be  a levy  on  war  fortunes. 

10.933.  Mr.  Kerly : One  or  two  general  questions 
on  your  very  interesting  paper.  Can  you  tell  me  how 
you  make  a calculation  without  figures? — I do  not 
quite  understand  what  you  mean. 

10.934.  You  have  used  the  expression,  and  you  have 
used  it  more  than-  once,  that  this  was  a calculation 
without  figures.  I want  to  know  what  sort  of  thing 
a calculation  without  figures  is? — I am  not  sure  if 
the  shorthand  notes  will  reveal  that  I used  such  an 
expression  as  “ calculation  without  figures.”  If  they 
do,  I withdraw  the  expression. 

10.935.  You  will  agree  that  you  cannot' have  a cal- 
culation without  figures? — Certainly;  I thought  we 
wanted  useful  information. 

10.936.  "What  you  can  have  is  an  estimate? — Yes. 

10.937.  Do  you  think  that  an  estimate  which  is  a 
generalization  from  a few  particular  instances  that 
can  come  to  the  notice  of  one  particular  individual, 
is  likely  to  he  very  reliable? — No.  No  person  ought 
to  make  a calculation  on  a few  instances  brought  to 
his  notice.  I have  never  done  so  in  my  life,  and  I 
hope  I never  shall. 

10.938.  Will  you  tell  me  what  you  mean  by  sacri- 
fice? You  use  the  expression  in  paragraph  9? — 
Sacrifico  is  something  given  up  for  a certain  definite 
purpose. 

10.939.  And  sacrifice  generally  means  some  discom- 
fort voluntarily  submitted  to? — It  is  the  same  thing 
in  other  words. 

10.940.  Do  you  not  mean  services  where  you  said 
sacrifices? — No,  I do  not;  I mean  sacrifice. 

10.941.  Do  you  say  a collier  makes  a bigger  sacri- 
fice for  the  country  than  a professional  man? — Cer- 
tainly I do. 

10.942.  In  what  way? — He  risks  his  life  every  day, 
and  does  it  knowingly.  Go  down  into  a mine  and  see 
if  it  does  not  come  over  you  as  you  go  down  the  lift 
at  lightning  speed  that  you  are  making  quite  an 
adventure. 

10.943.  That  is  what  you  mean  by  a sacrifice  in  this 
connection,  is  it? — Yes. 

10,944  He  does  it  because  the  wages  which  lie  gets 
are  a sufficient  temptation  to  him  to  induce  him  to 
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enter  that  occupation  and  remain  in  it  rather  than 
some  other  occupation? — Yes. 

10.945.  Now  we  know  what  it  is. — You  are  putting 
words  into  my  mouth  in  every  question.  You  are 
asking  me  a number  of  leading  questions,  and  asking 
me  to  say  yes  or  no  to  propositions  which  require 
very  careful  examination. 

10.946.  Pardon  me;  I did  not  ask  you  to  say  yes 
or  no;  I asked  you  for  an  answer? — I am  asked  to 
give  an  answer  to  a question  which  involves  not  only 
commercial  but  psychological  considerations,  such  as 
why  a miner  goes  down  into  a mine  to  get  his  living 
instead  of  emigrating  to  Canada  to  get  work  on  a 
farm.  It  will  require  an  answer  of  considerable 
length,  and  I do  not  think  it  will  assist  this  inquiry. 

10.947.  That  is  not  a question  that  I asked  you. 
May  I tell  you  I suggest  you  have  couched  a good 
deal  of  your  evidence,  which,  if  you  will  allow  me  to 
say  so,  in  a good  deal  of  its  particulars  I personally 
agree  with,  in  language  which  contains  other 
suggestions? — Very  probably.  It  was  done  in  a great 
hurry  under  circumstances  of  very  great  stress. 

10.948.  For  instance,  I do  not  see  that  there  is 
any  advantage  in  comparing  the  services  which  are 
rendered  by  one  member  of  the  community  and  the 
services  which  are  rendered  by  another  by  calling  the 
services  of  the  first  sacrifices? — Well,  that  is  a state- 
ment of  yours;  forgive  my  saying  so,  it  is  not  a 
question. 

10.949.  That  is  why  I put  the  question.  You  sug- 
gest that  the  well-to-ilo  are  paying  their  Income  Tax 
for  value  received,  which  the  poor  who  pay  no  Income 
Tax  do  not  receive? — That  is  so. 

10.950.  And  by  way  of  example  you  gave  citizenship, 
safety  and  security? — Yes;  I threw  out  those  sug- 
gestions. 

10.951.  Do  the  poor  get  each  of  those  advantages? — 
No,  they  do  not. 

10.952.  You  say  no? — I say  no. 

10.953.  The  poor  get  no  citizenship?  They  have  a 
vote,  have  they  not? — A very  limited  citizenship 
indeed. 

10.954.  Do  they  have  a vote? — Of  course  they  have 
a vote. 

10.955.  Do  they  get  safety? — Do  they  get  safety? 

10.956.  Yes? — If  you  examine  the  returns  of  the 
Home  Office  you  will  find  that  many  of  them  work  in 
occupations  which  entail  considerable  risk. 

10.957.  Do  they  get  the  protection -of  the  police? — 
Yes. 

10.958.  What  do  you  mean  by  security? — They  get 
the  protection  of  the. police — for  what?  What  does 
the  ordinary  working  man  in  Holloway,  near  where  I 
live,  get  out  of  protection  by  the  police?  Look  at 
his  home ! Street  after  street  for  square  miles  with 
nothing  to  protect.  My  home,  on  the  other  hand,  is 
worth  protection,  and  I get  value. 

10.959.  Who  suffers  first  in  times  of  rioting? — The 
man  with  property ; that  is  the  very  point  I want  to 
mako. 

10.960.  I suggest  to  you  that  you  are  entirely 
wrong.  When  the  Lusitania  riots  were  disturbing 
this  country,  some  of  us  had  an  opportunity  of  seeing 
who  did  suffer,  and  it  was  the  small  shopkeepers ; 
that  is  a matter  we  can  all  form  our  opinion  about? — 
If  you  mean  that  a man  with  property  does  not  get 
more  value  out  of  the  police  than  a man  with  no 
property,  I really  cannot  understand  your  suggestion ; 
I say  that  he  does. 

10.961.  It  was  not  a question  of  comparison? — Mine 
is  a question  of  comparison.  I am  comparing  here 
the  respective  sacrifices  of  different  people  with  the 
respective  values  they  receive  under  the  protection 
of  the  State. 

10.962.  Then  I misunderstood ; I thought  your  sug- 
gestion was  that  the  rich  man  got  a return  for  his 
Income  Tax,  and  the  poor  man  did  not  get  the 
same  return ; and  naturally  was  charged  nothing  for 
it? — You  are  really  expanding  my  suggestion  and 


decorating  it.  What  I did  suggest  was  that  the  rich 
man  gets  more  service  from  the  State  than  the  poor 
man,  and  I believe  that  to  be  perfectly  true. 

10.963.  One  other  question  of  a general  nature. 
You  suggest  that  the  professional  man  is  able  to  earn 
his  inoome  because  he  lives  in  a developed  community  ? 
— Yes. 

10.964.  How  much  oould  a collier  or  a metal 
puddler  earn  in  an  undeveloped  community? — In  an 
undeveloped  community  the  poor  are  sometimes  better 
off  than  they  are  in  a developed  community. 

10.965.  So  they  are — such  poor  as  are  able  to  live. 
Can  any  of  the  industrial  workers  live  in  an  un- 
developed community? — We  are  speaking  of  the  poor 
of  these  countries  as  they  exist.  It  would  be  ridicu- 
lous to  transplant  a man  at  any  given  moment  and 
make  a comparison.  I am  merely  stating  iu  general 
terms  that  if  you  take  the  poor  of  different  countries 
they  are  more  nearly  alike  in  point  of  economical 
advantage  than  the  classes  above.  In  big  communi- 
ties it  is  the  classes  above  that  gain,  and  not  the 
classes  below.  I can  give  you  illustration  after  illus- 
tration in  proof  of  that. 

10.966.  I am  quite  satisfied  if  that  is  the  answer 
to  my  question? — Take  the  northern  countries  of 
Europe.  If  you  take  Scandinavia,  I say  that  the  poor 
of  those  countries  are  better  off  than  the  great 
majority  of  the  people  of  London,  yet  London  is 
incomparably  richer  than  those  countries.  That  illus- 
trates my  point,  not  with  a few  cases,  but  with 
millions  of  cases. 

10.967.  I entirely  agree  with  you  if  you  restrict  it 
to  the  agricultural  classes.  They  could  exist  in  an 
undeveloped  community.  Now  let  me  pass  on.  You 
suggest  that  there  has  been  great  evasion  of  the 
Excess  Profits  Duty.  Has  that  evasion  been  because 
people  have  been  very  careless  or  relatively  careless 
about  the  amount  of  profit  they  were  making?  They 
have  been  willing  that  a large  number  of  people  should 
get  a large  part  of  the  profits  that  would  have  come 
to  them ; that  is  how  the  evasion  has  occurred  ? — I do 
not  know.  I am  afraid  I do  not  quite  understand 
the  question. 

10.968.  You  say  a man  gives  very  large  salaries  to 
his  sons  and  to  his  employees.  The  instance  you  gave 
was  of  a man  giving  his  son  £500? — I named  that 
as  an  instance  of  how  a man  could  absorb,  as  it  were, 
part  of  the  excess  profits  that  he  made  in  his  family. 

10.969.  Is  not  that  because  when  a very  large  pro- 
portion of  the  profit  was  taken  by  the  State,  the  man 
who  was  earning  the  profit  became  careless  about  the 
amount  which  was  reckoned  as  profit? — So  far  from 
being  careless  he  was  so  careful  as  to  endeavour  to 
absorb  some  of  it. 

10.970.  Absorb  it  by  giving  it  to  other  people? — 
But  the  careless  man  would  not  have  made  the 
arrangement.  The  careless  man  would  have  let  the 
State  take  the  tax  that  was  due  to  it. 

10.971.  I suggest  to  you  that  experience  shows  that 
the  Excess  Profits  Duty  was  a very  uneconomical  tax 
because  it  made  people  careless  about  the  amount  of 
profits  that  they  earned? — It  may  be  so  in  some  cases. 

10.972.  Would  not  exactly  the  same  result  probably 
follow  from  an  excessively  high  Income  Tax  ? — It  may 
be  so. 

10.973.  It  is  obvious,  is  it  not,  that  if  you  reach  the 
limit  and  take  the  whole  of  the  income  beyond  any 
given  figure  nobody  would  trouble  to  earn  it? — A pro- 
fessor at  whose  feet  I used  to  sit  told  me  in  my  youth 
never  to  say  that  a thing  was  obvious,  or  to  think 
twice  before  I said  it.  I am  not  quite  sure  that  it  is 
obvious. 

10.974.  As  we  cannot  begin  our  investigation 
because  you  deny  my  first  proposition  I will  pass  on 
from  it.  You  suggest  that  the  exemption  limit  should 
be  raised  to  £250? — Yes. 

10.975.  You  propose  to  add  after  that  £250  the 
allowances  at  the  present  rate  for  wife  and  children  ? — 
I said  in  answer  to  a previous  question — probably  you 
did  not  hear  it — that  I wanted  the  present  position  to 
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obtain,  substituting  £250  for  £130,  but  at  the  same 
time  I said,  in  answer  to  another  question,  that  I had 
very  great  admiration  and  respect  for  the  plans  put 
before  this  Commission  by  Mr.  Hopkins. 

10.976.  You  recognize  that  your  proposal  would 
mean  to  the  average  man  an  allowance  of  about  £400 
before  he  paid  any  Income  Tax? — In  some  cases,  yes. 

10.977.  To  the  average  man? — Does  it  for  the  aver- 
age man  ? I will  take  it  from  you. 

10.978.  Would  it  not  be  better  to  start  the  allow- 
ance at  a lower  figure  and  let  that  figure  be  increased 
to  the  average  man  by  adding  allowances  for  wife  and 
children  ?• — That  is  the  Hopkins  plan,  which  I say  is 
well  worthy  of  serious  consideration. 

10.979.  Very  well,  I will  leave  it  at  that? — It  may 
be  that  a compromise  between  the  two  might  meet  the 
case  even  better. 

10.980.  We  have  had  several  witnesses  here  who 
have  told  us  that  the  Income  Tax  is  a very  excellent 
tax,  and  some  have  suggested  that  it  should  be  the 
only  tax.  Each  of  the  witnesses  I have  in  mind  re- 
presented large  bodies  of  persons  who  would  pay  no 
tax  at  all,  and  therefore  their  statement  came  to  this, 
that  the  Income  Tax  was  an  excellent  tax  for  other 
people  to  pay.  Do  you  appreciate,  or  do  you  believe 
that  there  would  be  a very  serious  difficulty  before 
the  country  if  a highly  graduated  Income  Tax  were 
introduced  and  it  were  controlled  by  the  votes  of 
people  who  pay  no  Income  Tax  at  all? — I do  not  think 
so.  That  is,  of  course,  the  position  that  obtained 
before  the  war,  when  the  Income  Tax  exemption  limit 
was  £160  a year;  the  number  of  Income  Tax  payers 
was  only  about  a million,  so  that  the  great  majority  of 
the  people  who  had  votes  did  not  pay  Income  Tax. 
The  result  was  not  so  terrible  as  you  seem  to  con- 
template. 

10.981.  They  had  not  then  begun  to  raise  the 
greater  part  of  the  income  of  the  country  by  the 
Income  Tax? — No,  but  a very  large  and  increasing 
proportion  was  being  raised.  Super-tax  was  invented 
before  the  war,  you  know. 

10.982.  You  suggest  that  there  should  be  a capital 
levy  on  war  fortunes? — Yes. 

10.983.  And  that  the  war  fortune  should  be 
the  difference  between  a man’s  present  capital  and 
the  capital  he  possessed  before  the  war? — Yes. 

10.984.  How  do  you  propose  to  work  that?  Do 
you  propose  to  take  a return  from  the  whole  of  any 
class  of  persons? — You  would  have  a sworn  return 
from  the  individual,  with  powers  of  investigation. 

10.985.  From  what  individuals — all  the  individuals, 
I suppose,  above  a certain  Income  Tax  limit? — Yes, 
I should  think  so.  The  receipt  of  unearned  income  is 
a pretty  good  test.  I do  not  think  you  would  have 
very  much  difficulty  in  finding  the  people.  Of  course, 
it  is  not  worth  the  trouble  of  going  to  the  little 
people;  a man  with  probably  £5,000  or  £10,000. 

10.986.  How  are  you  going  to  value  the  present 
capital  of  any  man? — There  are  many  plans  of  doing 
that.  You  could,  if  you  cared  to  do  so,  make  an 
allowance  for  rise  in  values,  or  something  of  that 
sort,  and  tax  over  that  point. 

10.987.  You  would  make  allowances  for  the  rises 
in  value? — Yes,  it  is  a consideration. 

10.988.  Take,  for  instance,  the  man  who  has  a 
house  which  before  the  war  was  worth  £2,000,  and 
is  now  worth  £10,000;  would  you  consider  that  a 
war  profit? — No.  You  are  naming  a case  there  which 
would  be  swept  aside.  That  has  happened  practically 
without  any  volition  of  the  taxpayer  concerned. 

10.989.  You  propose  to  limit  it  to  trading  profits? 
— That  is  so,  as  far  as  it  can  be  done.  I think  it 
could  be  done.  I do  not  say  it  does  not  present 
difficulties,  but  I think  it  could  be  done. 

10.990.  I expect  most  of  us  would  agree  with  the 
idea  if  it  is  workable ; but  one  wants  to  see  how  it  is 
workable  ?■>— I have  been  through  all  this  before.  I 
have  been  through  all  the  years  when  it  was  said  you 


could  not  graduate  the  Income  Tax,  and  could  not 
differentiate  the  Income  Tax;  I had  to  fight  it  all 
through. 

10.991.  You  have  such  an  advantage  over  me, 
because  I have  not,  and  I want  to  learn? — If  you  go 
back  to  the  year  1905  and  read  the  literature  and 
speeches  of  that  time,  read  even  my  humble  contribu- 
tion, you  will  find  it  was  said  that  Income  Tax  could 
not  be  graduated,  and  those  who  wanted  to  graduate 
it  were  talking  as  I am  talking  now. 

10.992.  May  I remind  you  that  sometimes  it  is  said 
things  cannot  be  done,  and  they  cannot  be  done? — 
But  here  is  a ease  as  to  which,  subject  to  the  im- 
perfections of  human  nature,  I think  you  can  do 
what  is  necessary. 

10.993.  We  are  now  going  to  limit  it  to  war  incomes 
made  by  trading  profits? — Yds;  that  is  to  say  you 
are  to  limit  it  as  far  as  you  can  to  real  accretions 
of  fortune  which  have  arisen  out  of  the  war.  1 am 
sure  that  any  half  dozen  men  of  ability  sitting  down 
on  that  problem  could  in  a few  days  devise  a good 
scheme.  I really  do  not  see  that  the  thing  is  in- 
soluble. 

10.994.  It  seems  to  me  you  would  have  assisted  us 
more  if  you  had  given  us  a scheme? — Forgive  my 
saying  this  is  an  Income  Tax  Commission,  and  I 
thought  really  the  work  of  this  Commission  would  not 
be  to  hammer  out  such  a scheme  as  that,  but  merely, 
as  I said  in  paragraph  12,  that  they  might  direct  the 
attention  of  Parliament  to  the  fact  that  here  is  some- 
thing which,  while  it  lies  outside  their  immediate  sub- 
ject matter,  has  a bearing  upon  it,  because  any  capital 
values  recovered  in  this  way  would  lower  the  amount 
to  be  raised  in  Income  Tax. 

10.995.  There  is  a class  of  problems  where  a negative 
answer  is  required,  not  because  the  end  is  undesirable, 
but  because  it  is  unobtainable? — Yes. 

10.996.  Surely,  before  this  Commission  can  make  any 
such  suggestion  as  you  propose,  they  ought  to  see 
whether  the  end  is  attainable? — Yes,  I quite  agree 
with  that.  I am  sorry  if  I have  not  tried  to  help  you 
more,  but  I did  it  under  circumstances  of  very  great 
difficulty,  1 repeat. 

10.997.  You  have  taken  into  account  excess  profits. 
Of  course,  in  your  calculation  you  took  no  account  of 
losses  ? — No.  Losses  never  have  been  taken  into 
account  by  any  nation  that  I know  of  in  these  matters. 
It  is  rough  justice,  and  it  has  to  be  in  that  case. 

10.998.  You  propose  to  charge  Income  Tax  upon  the 
basis  of  last  year’s  actual  income? — Yes. 

10.999.  I just  want  to  make  it  clear ; do  you  or  do 
you  not  propose  to  carry  forward  losses? — No,  I do 
not. 

11.000.  Has  it  occurred  to  you  that  if  you  do  not 
carry  forward  losses  you  may  ruin  the  traders? — No, 
it  has  not. 

11.001.  And  leave  them  without  the  capital  to  carry 
on? — It  must  be  very  odd  indeed  if  a man,  after 
making  a loss  in  one  year,  makes  in  the  year  succeed- 
ing a considerable  income,  the  mere  taxing  of  which 
would  ruin  him. 

11.002.  If  he  has  made  a loss  and  he  has  had  to 
borrow  money  to  meet  it,  or  pay  it  out  of  capital? — 
Well? 

11.003.  The  next  year  he  is  looking  to  his  profits 
to  repay  the  debt? — Yes. 

11.004.  And  you  would  make  him  pay  practically 
one-third  of  the  profit  he  makes? — Well,  I should 
think  he  would  be  in  a fairly  comfortable  position, 
would  not  he?  Let  us  suppose  a man  made  a few 
thousands  loss  one  year,  and  the  next  year  he  made 
£5,000.  You  mean  to  say  he  would  be  ruined  in 
paying  the  tax  on  £5,000,  at  20  per  cent.? 

11.005.  Like  yourself,  I am  not  a trader  ?— Well,  I 
have  been  a trader. 

11.006.  You  are  a trader?— I am  not  a trader  now, 
but  I have  been.  I have  had  a very  considerable 
business  experience. 

11.007.  Then  you  deal  with  the  question  of  undis- 
tributed profits.  Is  not  the  whole  difficulty  that  you 
want  to  meet  the  distribution  of  undistributed  profits 
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•in  the  form  of  capital  so  that  they  escape  Income  Tax  ? 
— No,  I want  to  go  further.  I want  to  see  the  whole 
profit  actually  made  by  the  limited  company,  which, 
if  it  were  not  a limited  company,  would  be  returned 
in  a taxpayer’s  return,  returned  in  that  way.  When 
the  man  sits  down  to  declare  his  total  income  from  all 
sources,  I want  it  to  include  his  whole  share  of  the 
profit  made  by  any  company  whose  shares  he  holds. 
That  is  what  I propose,  quite  seriously. 

11.008.  I follow.  Is  it  a fair  comparison  between  a 
private  individual,  who  can  retire  from  business,  or 
take  the  whole  of  the  profit  he  has  made  or  believes 
he  ha3  made  in  the  particular  year,  and  the  share- 
holder in  the  company  who  has  not  got  and  cannot 
get  the  undistributed  profit  until  the  company  chooses 
to  distribute  it? — Well,  that  is  his  look-out.  Is  he 
really  in  such  a desperate  position  if  the  company, 
in  addition  to  paying  a dividend,  has  the  power  to 
put  sums  to  reserve?  Is  his  position  any  more  des- 
perate than  that  of  the  private  firm?  He  is  a sleep- 
ing partner  in  effect. 

11.009.  You  propose  in  effect  to  tax  him  as  income  in 
respect  of  money  which  he  has  not  received  and  never 
may  receive? — Well,  he  does  receive  it,  because  either 
he  gets  his  dividend,  or  he  knows  that  a certain  sum 
in  which  he  has  a share  has  been  put  into  a reserve 
fund  and  used  by  the  company.  How  is  that  reserve 
fund  used?  First,  it  is  invested,  in  which  case  the 
investment  partly  belongs  to  him,  or,  secondly,  it  is 
put  into  the  business,  in  which  case  the  business  is 
improved  and  his  money  has  been  put  into  the  busi- 
ness by  a board  of  directors  for  which  he  has  the 
power  to  vote. 

11.010.  He  has  the  power  to  vote  as  you  say.  If 
I may  correct  your  statement,  in  one  respect  he  does 
not  know  that  the  money  has  been  earned  or  has 
been  invested  in  the  business ; he  only  knows  that 
somebody  has  made  an  estimate  and  not  himself? — A 
chartered  accountant  has  said  that  the  profits  of  the 
company  are  so  much,  and  the  board  of  directors  in 
their  wisdom  have  said,  “ we  will  pay  a dividend  of  so 
much  free  or  not  free  of  Income  Tax  and  the  rest 
we  will  put  to  reserve,”  and  they  do  or  do  not  tell 
their  shareholders  what  they  have  done. 

11.011.  In  addition,  the  case  is  somewhat  more  strik- 

ing than  what  I put  just  now,  because  not  only  does 
the  man  pay  upon  money  which  he  has  not  received 
and  may  not  receive,  but  he  pays  at  a higher  rate 
upon  the  money  which  he  has  received.  Do  you  still 
think  that  that  is  a position ? — Certainly  I can- 

not see  that  there  is  any  injustice  in  it.  I am  trying 
to  see  it,  but  I cannot  see  where  the  injustice  comes  in. 

11.012.  We  are  both  aware  of  the  proposition  that 
the  best  way  to  deal  with  a reductio  ad  absurdum  is 
to  deny  the  absurdity? — There  is  no  absurdity  there 
that  I can  see. 

11.013.  You  suggest  that  the  Income  Tax  might  be 
greatly  simplified  by  amalgamating  the  Super-tax  and 
the  Income  Tax  itself? — Yes. 

11.014.  And  by  doing  away  with  the  three  years’ 
average? — Yes. 

11.015.  You  would  also  be  left  with  considerable 
sources  of  complication  in  our  law  which  comes  from 
the  allowances  for  repairs  for  wear  and  tear? — Yes; 
they  are  matters  of  account. 

11.016.  You  propose  to  leave  those? — They  are 
matters  of  account;  they  lie  quite  apart  from  the 
question  of  graduation. 

11.017.  You  add  a further  source  of  complication 
by  deduction  at  the  source  which  you  propose  to 
leave  also? — Yes,  that  must  be  retained. 

11.018.  One  question  I should  like  you  to  answer 
as  you  have  made  a number  of  calculations  and  esti- 
mates, and  that  is,  have  you  formed  any  opinion  as 
to  the  average  rate  in  the  £ at  which  Income  Tax  is 
paid  on  the  taxpaying  income  of  the  country? — Yes, 
it  is  in  the  paper. 

11.019.  Would  you  tell  me  what  it  is? — You  will 
see  the  calculation  in  paragraph  4,  towards  the  end : 

“ This  left  the  aggregate  income  of  persons  with 
incomes  over  £130  a year  at  the  figure  of 
£1,952,000,000  in  1918-1919.  That  is  to  say,  the 
virtual  Income  Tax  expressed  as  a flat  rate  was  no 
more  than  about  3s.  9d.  in  the  £.” 


11.020.  It  is  quite  possible  that  we  may  have  the 
actual  figure  before  us.  No  doubt  you  have  done 
your  best  with  these  calculations;  would  it  be  fair 
to  judge  your  probable  accuracy  by  comparison  be- 
tween your  3s.  9d.  and  the  actual  figure? — The 
actual  figure  does  not  exist. 

11.021.  But  we  may  learn  it? — You  can  only  learn 
it  from  an  estimate  prepared  intelligently  by  a 
capable  person.  There  are  many  such  persons  at  the 
Inland  Revenue  quite  capable  of  producing  this 
estimate.  If  you  ask  them  what  they  think  the  Ex- 
cess Profits  Duty  due  and  payable  was  as  oompared 
with  what  was  actually  collected,  that  is  one  point; 
secondly,  ask  them  what  they  think  tjio  under- 
assessment was  one  year,  allowing  for  averaging  and 
for  evasion  and  avoidance.  I understand  a °table 
has  been  put  in;  substitute  the  oflicial  figures  for 
mine;  next  add  the  Excess  Profits  Duty;  here  is  a 
figure  which  must  be  near  the  truth,  because 
£285,000,000  was  collected,  and  the  Chancellor  of  the 
Exchequer  stated  it  was  largely  in  arrear ; therefore 
when  I put  down  £350,000,000  instead  of 
£285,000,000  I was  not  going  upon  guesswork.  Those 
are  the  whole  of  the  figures. 

11.022.  1 shall  be  as  anxious  to  test  anyone  else’s 
as  I am  to  test  yours,  and  I will  try  and  remember 
that  the  question  you  suggest  should  be  put  to  any 
official  who  comes  to  give  evidence? — Yes.  I have  a 
great  respect,  which  I have  tried  to  express,  for  the 
officials  of  the  Inland  Revenue;  I do  not  therefore 
throw  any  doibt  on  their  figures. 

11.023.  Chairman : With  regard  to  your  statement 
ou  the  capital  tax,  that  matter  has  been  in  the  min  i 
of  the  Commission.  It  has  been  thought  over  before 
you  gave  us  the  pleasure  of  putting  it  in  your  paper, 
and  it  will  be  investigated  as  a great  many  other 
serious  matters  which  come  up  before  us  will  be 
investigated? — I notice,  of  course,  the  law  case  of 
which  everybody  knows,  in  which  they  brought  an 
action  in  order  to  test  the  matter  of  reserves  and 
Super-tax. 

11.024.  Sir  T.  Whittaker:  I will  not  ask  you  ques- 
tions upon  or  discuss  your  estimates.  As  you  very 
truly  say,  they  are  matters  of  opinion,  and  on  some 
of  them  I should  differ,  although  1 value  very  much 
the  work  you  have  done  in  that  way;  I do  not  wish 
to  pursue  that.  With  regard  to  the  Excess  Profits 
Duty,  I do  not  know  whether  you  have  realized  the 
extent  to  which  that  duty  led  to  ways  of  extrava- 
gance, that  is  to  say,  people,  when  they  saw  the 
amount  of  profit  that  would  involve  them  in  payment 
of  that  duty,  were  willing  to  throw  it  away  almost, 
amongst  their  employees,  and  in  advertisements  and 
in  various  ways,  because  if  they  did  not,  it  went  to  the 
Government;  you  realize  it  did  lead  to  a very  large 
amount  of  extravagance? — I have  heard  of  cases. 

11.025.  It  is  very  widespread? — It  is  very  difficult 
in  those  cases  to  generalize,  as  you  know,  but  cer- 
tainly I have  heard  of  a considerable  number  of  cases. 

11.026.  It  is  widespread,  and  it  led  also  to  these 
institutions  which  have  made  large  sums  paying  their 
employees  and  their  staffs  very  generously  and  very 
freely,  which  involved  others  who  had  not  made  these 
large  sums  to  do  the  same  thing,  and  so  led  to 
general  extravagance? — Yes. 

11.027.  You  realize  it  is  one  of  the  difficulties  and 
objections? — Yes,  Excess  Profits  Duty  is  not  wholly 
defensible,  and  I am  only  defending  it  in  the  particu- 
lar circumstances.  In  the  long  run  you  might  gain 
by  an  improved  system.  For  instance,  look  at  the 
gas  profit  clauses ; that  is  an  Excess  Profits  Duty.  If 
you  make  more  profit,  down  goes  the  price.  I notice 
the  Gas  Light  and  Coke  Company  have  reduced  the 
price  of  gas  in  spite  of  coal  going  up. 

11.028.  With  (regard  to  the  Inland  Revenue  people 
for  Income  Tax  purposes  and  Super-tax  purposes 
having  power  to  require  the  production  of  books  and 
access  to  all  information,  is  it  not  the  fact  that  they 
have  power  to  enable  them  to  demand  almost  any- 
thing they  require  in  this  way,  and  if  you  do  not 
give  them  the  information  they  want  they  can  keep 
putting  up  your  assessment  until  you  do  produce  it? 
— Yes.  I am  afraid,  after  what  Dr.  Stamp  says,  I 
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may  have  rather  overstated  that,  and  if  so  I apolo- 
gize. 

11.029.  But  they  do  get  very  ample  information? — 
I should  like  to  have  the  details  before  me  of  what 
exactly  their  powers  are,  after  what  has  transpired 
this  afternoon. 

11.030.  Their  powers  are  direct  and  indirect;  they 
can  practically  get  everything  they  want? — I am 
bound  to  say  I have  understood  they  are  not  satis- 
fied with  their  powers. 

11.031.  They  have  great  power.  With  reference  to 
what  you  call  these  large  Avar  fortunes,  speaking  for 
myself  I think  most  people  Avould  agree  that  the  Targe 
fortunes  that  have  been  made  during  the  war  would 
be  a very  legitimate  subject  of  taxation.  I would 
not  limit  it  to  taxation  of  fortunes  made  out  of  the 
war;  I do  not  think  you  can.  I think  you  have  to 
deal  with  it  as  you  do  the  Excess  Profits  Duty.  That 
is,  any  fortune  that  has  been  of  a special  nature. 
The  real  difficulty  is  the  practicability,  and  if  you 
could  have  suggested  any  Avorking  plan  you  Avould 
have  assisted  us  a good  deal? — I really  did  not  think 
it  Avas  the  business  of  this  Commission  to  make  a 
plan  as  to  that. 

11.032.  The  official  objection  that  has  been  taken 
is  practicability.  Public  opinion  in  my  judgment 
would  Avelcome  it,  and  as  the  Chairman  has  said,  Ave 
shall  have  to  consider  this,  and  if  you  could  have 
given  us  any  practical  suggestion  it  would  have  been 
very  valuable.  With  regal'd  to  the  simplification  of 
the  Income  Tax  by  having  a graduated  tax  right 
through  the  scale,  Avhich  is  your  proposal,  would  that 
really  simplify  matters  very  much?  You  suggest  that 
the  abatements  for  dependants  and  that  sort  of  thing 
should  still  be  allowed? — Yes. 

11.033.  Therefore  the  only  thing  that  you  would  get 
rid  of  would  be  the  allowance  of  the  minimum  figure ; 
that  is  all? — Forgive  me,  I have  spoken  of  the  valu- 
able evidence  of  Mr.  Hopkins.  He  makes  some  ex- 
cellent suggestions  for  improvements.  My  only 
criticism  of  them  is  not  their  effect  so  much  as  the 
way  they  do  it.  I think  it  is  on  page  197,  the  second 
column  (see  paragraph  4032),  where  he  says,  instead  of 
the  present  system  “ every  taxpayer  would  be  granted 
a rebate  of  duty  (not  at  present  granted),  as 
follows: — Incomes  exceeding  £1,000  and  not  exceed- 
ing £1,500,  Is.  6d.  in  the  £,”  and  so  on,  and  by 
chipping  awmy  in  that  way  he  makes  his  scale  fairer, 
in  my  opinion,  than  it  is  now.  It  is  not  the  tax 
that  I complain  of ; it  is  the  way  he  does  it.  If  you 
try  to  explain  the  Income  Tax  to  anybody,  you  have 
to  write  out  a large  number  of  sheets  of  foolscap. 
You  say  the  rate  is  not  really  what  it  says  it  is ; you 
have  to  take  so  much  off.  Or  you  say,  do  you  not, 
see  clause  so  and  so,  which  says  if  your  Income  Tax 
is  this  or  that,  you  get  a rebate  of  so  much,  and  when 
you  have  got  that  into  the  man’s  mind  he  says,  “ Yes, 
it  is  fairer  than  I thought  it  was.”  Cannot  we  sub- 
stitute for  that,  I do  not  mean  a beautiful  mathe- 
matical curve,  but  a plain  common-sense  curve  based 
on  ordinary  human  considerations,  and  the  considera- 
tions of  the  Chancellor  of  the  Exchequer,  so  that  the 
man  who  has  got  £2,500  a year  knows  at  once,  his  rate 
is  so  and  so,  and  the  man  who  has  £7,000  a year 
knows  that  his  rate  is  so  and  so,  definitely  ? 

11.034.  My  only  suggestion  is,  it  really  does  not 
simplify  the  working  of  the  tax  very  much? — I think 
it  does. 

11.035.  Your  main  point  is,  its  effect  on  the  public 
opinion  if  a person  knows  the  exact  rate  of  tax  he 
pays? — It  is  done  in  the  case  of  the  Death  Duties, 
and  has  been  for  many  years  since  Sir  William 
Harcourt  graduated  them.  There  is  a little  Tinkering 
at  the  top,  which  rather  detracts  from  the  simplicity, 
but  it  is  a plain  scale  of  so  much  per  cent. 

11.036.  I am  not  suggesting  there  is  any  difficulty, 
but  when  you  speak  of  at  as  simplifying  the  tax 
— I do  not  mean  simplifying  the  working  of  it — 
I suggest  it  means  very  little.  I do  not  say 
it  is  impossible,  it  is  perfectly  practicable,  but  it 
does  not  amount  to  anything? — Forgive  me  for  saying 
I think  it  helps  the  public  to  understand  a tax  that 
ought  to  be  understood.  You  have  no  idea  of  the 
number  of  letters  I have  to  write  to  different  people 
to  try  and  explain . their  Income  Tax  to  them,  until 


it  becomes  a bore.  They  ought  to  know  much  better 
than  I.  If  it  were  easily  understood  people  would 
see  its  justice  more.  Secondly  I think  it  saves  work ; 
there  are  not  abatements  to  work  out,  and  so  on. 

11.037.  With  regard  to  the  taxation  of  the  profits 
which  are  carried  to  reserve,  it  is  clear,  is  it  not, 
that  it  is  an  injustice  to  the  small  man  that  that 
part  of  the  profit,  which  is  his  share  really,  that  is 
carried  to  reserve  is  taxed  at  6s.  ? — Yes. 

11.038.  It  is  an  injustice  to  him? — It  is  an  injustice 
which  ought  to  be  remedied. 

11.039.  It  ought  to  be  set  right? — It  ought  to  be 
set  right,  whatever  its  results. 

11.040.  And  it  is  also  an  injustice  to  the  State,  on 
the  other  hand,  that  the  large  shareholder  and  the 
wealthy  man  escapes  Super-tax  on  that  money  carried 
to  reserve  ? — I quite  agree. 

11.041.  You  are  probably  aware  that  we  have  had 
during  recent  years,  especially  in  the  last  three  years, 
very  large  distributions  of  what  are  called  bonus 
shares? — Yes ; it  seems  to  be  groAving. 

11.042.  Practically  that  is  a dividend  distribution 
to  these  people,  and  we  ought,  ought  we  not,  to  get 
tax  upon  them? — Yes. 

11.043.  Mr.  'Pretyman : You  agree  that  the  effect 
of  the  Excess  Profits  Duty,  which  I think  has  been 
the  general  experience,  has  been  to  cause  extravagant 
expenditure  ? — Yes. 

11.044.  Because  they  have  to  pay  away  80  per  cent.? 
— I do  not  disagree  with  that,  because  I have  heard  of 
a number  of  cases  of  it  myself. 

11.045.  Do  you  agree  that  that  will  always  be  to 
some  extent  the  effect  of  very  high  taxation — what  an 
indmdual  considers  super-taxation? — Of  course,  if 
super-taxation  went  an  inordinate  length  it  certainly 
might  have  that  effect. 

11.046.  Is  it  not  a very  important  fact  that,  in 
order  to  secure  a tax,  the  individual  taxed  should 
feel  that  the  tax  is  essentially  just? — Yes. 

11.047.  If  you  impose  upon  any  individual,  rich  or 
poor,  a tax  which  he  feels  to  be  a super-taxation,  a 
penal  taxation  or  essentially  unjust,  will  he  not  con- 
sider himself  justified  in  doing  everything  he  can  to 
avoid  it? — Yes.  Injustice  in  a tax  makes  people  dis- 
respectful. 

11.048.  Is  not  the  feeling  exactly  the  same  as  in 
the  case  of  the  miner  who  is  prepared  to  take  any 
steps  to  avoid  paying  any  tax  until  his  income  exceeds 
£250 ; is  not  human  nature  exactly  the  same  in  a man 
who  has  a very  large  income  and  who  thinks  that  10s. 
is  the  limit  which  ought  to  have  been  put  upon  him  ? — 
Yes. 

11.049.  Will  not  they  both  do  all  they  can  to  avoid 
it? — All  these  matters  are  matters  of  degree. 

11.050.  That  leads  me  to  this,  and  I am  not  speak- 
ing of  matters  of  justice  at  all;  but  the  primary 
object  of  taxation  is  to  collect  revenue? — Yes. 

11.051.  And  to  collect  revenue  with  regard  to  the 
maintenance  of  the  trade  of  the  country,  is  it  not  of 
very  great  importance  to  bear  in  mind  the  limit  to 
which  you  can  carry  taxation  on  large  incomes  with- 
out defeating  your  oavu  object? — Yes. 

11.052.  Is  not  there  a danger  of  reaching  a point 
and  a very  serious  danger-point,  when  the  increase  of 
the  rate  of  tax  will  not  result  in  an  increased  revenue? 

There  must  be  a point  at  which  those  feelings  are 

engendered. 

11.053.  At  present,  broadly  speaking,  the  highest 
rate  of  taxation  is  10s.  in  the  £1? — Yes. 

11.054.  It  is  only  on  very  very  large  incomes  that 
it  is  10s.  6d.,  because  Super-tax  is  not  paid  on  the 
whole  income?— Well,  that  is  only  the  virtual  rate, 
because  Super-tax  is  paid  on  last  year’s  income. 

11.055.  I Avill  say  10s.  Theoretically  10s.  6d.  is  the 
highest  rate,  but  on  large  incomes  it  is  10s.  ? — Yes. 

11.056.  You  have  considered  these  matters  very  care- 
fully. It  is  the  sort  of  point  you  would  have  con- 
sidered. Have  you  in  your  mind  whether  10s.  is  or 
is  not  the  sort  of  figure,  or  is  it  much  lower  than  the 
sort  of  figure,  at  which  by  increasing  the  rate  you 
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would  be  in  danger  of  decreasing  or  not  increasing 
tbe  revenue? — You  put  it  to  me  as  a practical  matter 
in  the  circumstances  of  our  time;  is  10s.  a sort  of 
maximum  that  this  Commission  ought  to  have  in  its 
mind? 

,11,057.  Have  you  formed  an  opinion  upon  that? — 
Yes.  I think  you  could  go  above  10s. 

11.058.  You  were  speaking  of  justice? — No;  only  of 
practicability. 

11.059.  I am  speaking  purely  from  the  point  of  view 
of  revenue? — I am  speaking  now  of  practicability  in 
the  circumstances  of  our  time,  and  its  effect  on  men 
of  business.  I think  you  could  go  above  10s.,  but 
whether  you  could  go  as  high  as  15s.  or  not  I do  not 
know.  It  is  a matter  of.  experiment.  I do  not  think 
12s.  would  have  any  more  effect  than  10s.,  because 
business  men  know  that  taxation  is  rising  abroad  as 
it  is  here,  and  all  over  the  world  in  civilised  communi- 
ties men  have  in  the  name  of  common  sense  to  submit 
to  high  taxation. 

11.060.  I am  not  talking  about  money  going  abroad ; 
my  point  is  about  extravagance? — Yes. 

11.061.  Take,  for  instance,  a man  who  has  got 
£20,000  in  War  Loan  lent  to  the  country;  they  pay 
him  £1,000  interest  on  that,  and  they  take  back  half 
of  it  in  taxation  at  10s.  in  the  £.  Therefore,  of  that 
£1,000  the  State  takes  £500,  and  the  nominal  owner 
takes  £500.  Supposing  he  spent  that  £20,000  on  a 
picture ; that  picture  gives  him  pleasure,  as  you 
pointed  out,  and  he  gets  the  whole  of  the  pleasure. 
The  State  loses  £500  and  he  loses  £500? — Yes. 

11.062.  When  you  get  beyond  a certain  point,  if  the 
State  is  taking  12s.  and  he  is  only  getting  8s.,  then  the 
State  is  taking  £600  and  he  is  only  taking  £400  out 
of  the  £1,000  which  the- State  purports  to  pay  him; 
whereas  if  he  spends  that  £20,000  on  something  which 
will  give  him  pleasure,  but  which  will  produce  no 
income,  the  State  contributes  £600  of  it  and  he  only 
contributes  £400.  Is  not  that  a direct  temptation  to 
extravagance  to  those  who  can  afford  it  ? — Yes ; but 
then  one  has  to  deal  with  the  circumstances  that 
obtain.  After  all,  a man  in  that  position  knows  what 
has  occurred.  He  knows  the  position  of  his  country; 
he  knows  his  own  country  is  in  no  worse  position  than 
others  that  have  to  raise  huge  revenues.  That  must 
be  present  to  the  mind  of  the  man  who  has  to  pay; 
we  have  no  other  recourse,  and  we  must  tax. 

11.063.  One  effect  of  this  very  heavy  Super-tax  up 
to,  say,  15s.  in  the  £ on  large  incomes,  which  I think 
you  consider  rather  a desirable  effect,  and  it  may  be 
a very  desirable  effect,  is  to  correct  the  distribution 
of  wealth.  Without  taking  your  actual  figures  as  to 
so  many  thousand  people  having  two-thirds  of  the 
total  income  or  capital  of  the  community,  but  assum- 
ing that  too  few  people  have  too  much  money, 
generally  without  going  into  the  actual  figures,  one 
of  your  objects  in  this  taxation  would  be  to  correct 
the  distribution? — Yes. 

11.064.  And  to  reduce  the  large  incomes  down  to  a 
reasonable  level? — Yes;  but  that  would  not  be  the 
major  object.  I do  not  believe  in  getting  to  a better 
state  of  society  merely  by  redistribution  in  that  form ; 
it  is  incidental. 

11.065.  I am  only  speaking  of  the  result  of  it,  and 
not  whether  it  is  desirable  or  not ; it  would  have  that 
effect  ? — Yes. 

11.066.  But  you  would  still  have  the  same  revenue 
to  raise,  clearly? — Yes. 

11.067.  As  the  incomes  at  the  top  were  reduced 
their  taxable  capacity  would  fall? — Yes. 

11.068.  Where  would  you  l _.xse  the  revenue  then  ? — 
The  State  would  have  to  look  for  other  sources  of 
revenue,  as  other  countries  have  done. 

11.069.  They  are  already  doing  that?— Are  they? 
Take  the  case  of  Prussia.  Prussia  before  the  war 
raised  half  of  its  national  income  from  revenue 
producing  undertakings  owned  by  the  State. 

11.070.  The  Prussian  genius  and  ours  are  not  quite 
the  same  in  that  direction.  Do  you  seriously  suggest 
that  State-run  industries  in  this  country  would 


be  our  best  resource  of  taxation? — I do  not  know 
what  other  resources  will  be  open. 

11.071.  That  exactly  is  my  point? — Or  in  any 
country. 

11.072.  If  by  super-taxation  the  taxable  capacity  of 
the  owners  of  the  largest  incomes  is  reduced,  you 
admit  that  the  demands  of  the  Revenue  remaining 
the  same  or  even  increasing  as  they  have  done  to-day, 
that  revenue  must  be  raised  somewhere  else  ? — Yes. 

11.073.  Your  only  suggestion  for  it  is  State  indus- 
trial concerns? — Suppose  all  the  firms  of  the  United 
Kingdom  came  to  an  agreement  that  they  would  not 
make  more  than  5 per  cent,  for  their  shareholders, 
obviously  you  would  get  a great  fall  in  the  taxable 
income  on  our  graduated  scale  of  taxation. 

11.074.  Not  at  all  under  your  proposal,  because  all 
their  profits  would  be  taxed  whether  they  were  dis 
tributed  or  not? — No;  they  could  tax  them,  but  in 
the  hands  of  people  who  are  taxed  at  a lower  rate 
and  therefore  you  would  not  get  the  same  revenue. 

11.075.  If  the  money  goes  to  people  who  are  paying 
at  a lower  rate  instead  of  to  the  people  who  ars 
paying  at  a higher  rate  you  would  get  less  revenue; 
that  is  just  my  point? — You  would  either  have  to 
readjust  your  scale  or  go  without  revenue. 

11.076.  Would  not  you  be  then  compelled  to  have 
a higher  tax  at  the  lower  level? — You  would  have  to 
levy  a higher  tax  at  the  lower  levels,  or  else  seek 
other  forms  of  raising  the  revenue  of  the  country. 

11.077.  Dr.  Stamp : I would  like  to  look  for  a 
moment  at  the  estimate  you  make  of  the  national  in- 
come upon  which  a certain  amount  of  your  evidence 
turns.  The  total  comes  to  £3,640,000,000? — Yes. 

11.078.  I am  not  disposed  to  criticise  that  as  being 
too  high  or  too  low.  In  my  own  judgment,  as  far  as 
I am  capable  of  judging  these  matters,  I should  think 
it  is  somewhere  about  the  truth.  There  are  one  or 
two  details  in  the  calculation  I should  like  you  to  give 
me  your  ideas  upon,  because  that  may  modify  the 
argument.  Take  (/)  in  your  second  paragraph  : “ The 
averaging  system  diminished  the  assessed  income  of 
1918-1919  by  at  least  £150,000,000.”  I am  not  talk- 
ing about  any  loss  of  revenue,  or  any  lag,  or  the 
various  things  that  have  been  talked  about  this  after- 
noon. I merely  want  to  get  what  is  in  your  mind  as 
to  the  difference  in  the  profits  now  from  some  years 
ago.  If  you  take  those  figures,  as  an  example  for  the 
year  1918-19,  the  assessment  would  be  the  average  of 
1915,  1916  and  1917?— Yes. 

11.079.  Suppose  that  1915  were  £100,000,000,  1916 
£120,000,000,  and  1917  £140,000,000,  then  your  aver- 
age for  1918-19  would  be  £120,000,000?— Yes. 

11.080.  Suppose  that  your- actual  profits  for  1918 
are  £160,000,000  in  the  order  of  progress  that  we  have 
gone? — Yes. 

11.081.  There  is  a difference  between  the  actual  and 
the  average  in  1918  of  £40,000,000?— Yes. 

11.082.  That  is  the  sort  of  figure  you  are  talking 
about  in  this  £150,000,000?— Yes. 

11.083.  If  the  difference  between  the  actual  year 
1918  and  the  average  is  £150,000,000,  then  the 
difference  between  1918  and  1916  would  be  about 
£150,000,000?— Yes 

.11,084.  And  1915  would  probably  shew  a larger 
difference? — Yes. 

11.085.  And  1915  would  be  somewhere  about  the  pre- 
war profits ; there  was  not  a great  deal  of  difference 
*n  1^15 ? — No,  I should  think  not;  but  1915  was 
beginning  the  war  contracts  and  very  high  prices. 

11.086.  What  sort  of  figure  would  you  substitute  for 
this  £150,000,000  if  you  were  taking  the  difference 
between  the  actual  profits  of  1918  on  this  paragraph 
and  say  1914— £200,000,000?— I should  say  at  least* 

11.087.  £200,000,000,  the  difference  between  1918 
and  1914.  1914  is  roughly  the  pre-war  standard  of 
income? — Yes. 


* Note  by  witness  : — My  answer  should  have  been  “ much 
more. 
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11.088.  What  people  are  entitled  to  keep  now  which 
comes  into  the  Income  Tax  returns  at  the  top  is  20 
per  cent,  of  their  rise,  is  it  not;  the  State  gets  80  per 
cent.? — In  this  year  of  which  I speak  they  will  get 
more,  because  it  is  reduced  to  40. 

11.089.  We  are  dealing  now  with  the  average  in- 
come assessed  for  1918.  I am  speaking  only  of  the 
income  for  1918,  which  by  hypothesis  is  £200,000,000 
more  than  1914? — Yes. 

11.090.  Suppose  that  £200,000,000  is  one-fifth  of  the 

total  increase : therefore  the  total  increase  is 

£1,000,000,000  before  you  take  Excess  Profits  Duty 
off?— Yes. 

11.091.  Lf  you  charge  Excess  Profits  Duty  on  that 
£1,000,000,000,  the  sum  which  would  be  payable  to  the 
Exchequer  would  be  80  per  cent.,  £800,000,000? — Yes. 

11.092.  Whereas  as  actually  assessed  it  only  comes 
to  £420,000,000?— Yes. 

11.093.  Does  not  it  seem  to  throw  some  doubt  either 
on  the  Excess  Profits  Duty  computations  or  on  the 
£150,000,000?— It  does. 

11.094.  I suggest,  as  you  are  averaging  what  is  left 
to  the  taxpayer  after  taking  off  the  duty  the 
£150,000,000  ought  to  be  very  substantially  reduced, 
or  else  your  Excess  Profits  Duty  is  ridiculous? — I see 
your  argument. 

11.095.  May  I go  now  to  item  (c),  the  evasion  of 
Excess  Profits  Duty,  £70,000,000.  That  has  been  de- 
scribed in  two  ways,  partly  things  that  do  not  come 
under  the  notice  of  the  Revenue,  and  partly  these 
excessive  salaries? — Yes. 

11.096.  I do  not  know  how  much  you  attribute  to 
one  and  how  much  to  the  other,  but  let  us  take  the 
case  of  the  excessive  salaries  that  are  paid.  I want 
to  see  whether  I have  the  same  idea  in  my  mind  as 
you  have  in  yours  in  this  table.  Supposing  a man  who 
made  £5,000  before  the  war  now  has  profits  of 
£10,000 ; he  would  pay  £4,000  Excess  Profits  Duty, 
being  80  per  cent,  of  his  £5,000? — Yes. 

11.097.  Taking  that  from  the  £10,000  would  leave 
him  assessable  to  Income  Tax  on  £6,000? — Yes. 

11.098.  So  you  would  get  into  the  top  line  of  this 
table  £6,000,  and  you  would  get  in  line  (a)  £4,000'  - 
Yes. 

11.099.  And  you  would  get  in  this  total  income  of 
the  country  the  £4,000? — -Yes. 

11.100.  By  reason  of  this  extravagant  method  of 
paying  salaries,  he  pays  £1,000  that  he  did  not  pay 
before;  you  then  get  £9,000  as  his  business  profit  in 
that  case? — Yes. 

11.101.  With  an  excess  of  £4,000? — Yes. 

11.102.  Of  which  he  pays  £3,200  in  tax? — Yes. 

11.103.  In  the  top  line  you  get  £5,800  as  income? — 
That  appears  on  the  top  line. 

11.104.  You  also  get  the  £4,000? — Yes. 

11.105.  And  you  also  get  in  the  third  line  the 
£3,200? — Everything  appears  in  the  top  line  as  be- 
fore. 

11.106.  You  get  the  figures  in  the  top  line,  and  you 
have  two  items  instead  of  one? — Yes. 

11.107.  And  you  get  in  line  (o)  the  Excess  Profits 
Duty  he  pays,  £3,200? — Yes. 

11.108.  That  comes  to  £10,000  again.  Now  vary  the 
figures  and  let  him  pay  £2,000.  It  still  comes  to 
£10,000?— Yes. 

11.109.  Without  adding  anything  to  line  (e)  for 
evasion? — In  that  particular  case,  yes. 

11.110.  Now  let  us  take  the  second  branch  of  the 
case? — It  would  not  apply  to  every  case. 

11.111.  In  the  case  where  he  evades  it  does  not  come 
to  the  Revenue  at  all? — Not  in  every  case,  but  you  get 
an  equation  for  line  (e).  It  would  depend  on  the 
amount  of  the  salary  and  the  amount  of  tax  on  it. 

11.112.  The  amount  of  Income  Tax  on  the  salary 
I suggest  does  not  matter  a scrap.  However  you 
manipulate  these  figures  you  always  get  the  total  in- 


come on  these  figures  without  line  (e)  at  all? — Yes* 
you  always  get  the  total  income  in  the  Balary  case. 

11.113.  Let  us  take  the  second  line  of  evasion, 
where  there  is  some  profit  which  does  not  come  to  the 
notice  of  the  Revenue  at  all? — It  does  not  appear  in 
line  (a)  at  all,  so  you  get  a double  loss  there.  On 
such  an  item  as  that  you  get  a loss  on  line  (a)  which 
is  part  of  the  estimate  ( g ),  and  you  get  a part  of 
course  which  should  appear  but  does  not  appear  in 
line  (e). 

11.114.  I suggest  for  your  consideration — I will  not 
pursue  it — that  (e)  and  ( g ) are  a duplication.  I will 
not  reason  it  out  now,  but'  I think  you  will,  after 
considering  it,  come  to  the  conclusion  that  (e)  and  ( g ) 
are  really  duplicating  the  same  thing? — I do  not 
think  so  in  that  particular  case. 

11.115.  I think  so  in  all  cases,  unless  you  mean 
that  the  total  evasion  of  Income  Tax  is  £170,000,000, 
because  that  is  what  it  comes  to,  because  what  is 
an  evasion  of  Excess  Profits  Duty  in  that  way  is 
also  an  evasion  of  Income  Tax  in  that  particular 
scale;  therefore  line  (e)  either  is  not  wanted  because 
it  is  in  (a)  or  it  is  not  wanted  because  it  is 
in  ( g ),  if  you  take  £100,000,000  as  the  total? — Yes, 
but  granted  that  for  the  moment,  nevertheless  there 
is  an  omission  which  has  got  to  appear  in  either  one 
or  the  other. 

11.116.  I am  quite  content  for  you  to  say  that  part 
of  the  evasion  of  Excess  Profits  Duty  does  appear;  I 
only  ask  you  whether  the  evasion  of  Income  Tax  you 
really  mean  is  £170,000,000? — Yes. 

11.117.  I suggest  you  do  not  mean  that  it  is 
£170,000,000,  but  £100,000,000?— It  would  be  if  the 
evasion  only  covered  some  kinds  of  cases. 

11.118.  Coming  to  line  ( g ),  “ Evasion  and  avoid- 
ance account  probably  for  an  under-assessment  of 
£100,000,000.”  That  I take  it  is  only  a sort  of  im- 
pression that  you  have? — Yes. 

11.119.  It  compares  with  your  £70,000,000  of  years 
ago? — Yes.  You  are  familiar  with  the  estimates  that 
have  been  made  from  time  to  time.  I raised  my  old 
estimate  to  a round  £100,000,000  because  of  the  fact 
that  a great  number  of  new  firms  sprang  up 
during  the  war,  and  very  possibly  there  was  increased 
evasion  in  respect  of  new  war  income,  which  was 
often  made  by  people  of  the  most  dubious  character. 

11.120.  This  figure  is  comparable  with  your  old 
figure  of  £70,000,000?— Yes. 

11.121.  Your  subsequent  investigations  have  made 
you  think  that  the  £70,000,000  was  right? — Yes,  and 
I increased  it  for  the  reason  named. 

11.122.  You  are  aware  that  there  are  some  people 
who  do  not  think  it  was  more  than  £17,000,000? — No. 
It  has  always  been  put'  at  a very  high  figure  by  any- 
body who  has  thought  about  it.  But  you  know  more 
about  the  estimates  than  I do. 

11.123.  I suggest  it  has  been  examined  in  rather 
more  detail  than  you  have  given,  and  it  has  been 
found  difficult  to  arrive  at  a figure  of  £70,000,000 
before  the  war  without  the  most  ridiculous  results 
because  the  range  in  which  that  can  occur  is  so 
limited  as  to  make  £70,000,000  a very  high  proportion 
indeed  ? — Take  the  foreign  evasion  ; do  not  you  your- 
self put  a high  valuation  on  that? 

11.124.  What  is  the  total  amount  that  is  capable  of 
being  evaded  there? — The  question  of  re-investments 
abroad. 

11.125.  Not  remitted  to  this  country  ?— Yes,  not 
remitted. 

11.126.  The  figure  would  be  £20,000,000  in  all  when 
it  is  remitted? — Yes. 

11.127.  Was  that  in  your  £70,000,000?— Yes. 

11.128.  There  is  now  legislation  to  cover  that?— Do 
you  think  it  is  successful? 

11.129.  If  it  is  moderately  successful  what  difference 
does  it  make  if  the  total  is  £20,000,000? — There  is  a 
case  where  a man  has  not  got  to  evade ; he  has  merely 
to  do  nothing.  How  can  you  discover  it. 

11.130.  He  is  called  upon  to  make  a return? — Yes. 

11.131.  There  is  now  a law,  though  there  is  not  much 
machinery  for  getting  that,  and  if  the  total  to  be  got 
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is  £20,000,000  and  the  Revenue  are  only  successful 
in  getting  a half  of  it  it  leaves  50  per  cent., 
£10,000,000,  to  be  added? — With  all  respect,  I cannot 
see  how  such  a percentage  iB  made  by  Somerset  House. 
As  you  know,  I have  a very  sincere  respect  for  their 
ability,  but  I cannot  see  how  in  cases  of  that  kind 
they  can  investigate  the  problem.  If  you  take  such 
a correlative  case  as  the  amounts  assessed  to  Death 
Duty  in  respect  of  personal  property,  furniture  and 
personal  possessions  of  that  kind,  the  amount  that 
appears  every  year  in  the  Death  Duties  is  obviously 
wrong.  It  cannot  be  such  a small  amount  as  appears 
in  the  Death  Duty  returns,  otherwise  there  would  he 
practically  no  furniture  in  the  housed  of  the  country. 
What  is  the  explanation?  The  explanation  is  that 
the  officials  really  have  not  the  time  to  push  every 
case  to  a thorough  examination ; that  is  my  own 
explanation.  Here  is  a rich  man’s  house,  and  they 
have  the  power  to  value,  and  if  they  cannot  act  in 
that  case  how  can  they  do  it  in  the  case  of  some 
unknown  property  in  a foreign  country,  possessed  by 
a private  individual,  of  which  they  have  never  heard  ? 

11.132.  Granted  all  that,  the  question  of  magnitude 
comes  in ; what  is  the  amount : I suggest  to  you  that 
it  does  not  justify  a .figure  as  high  as  £100,000,000  ? 
— But  you  have  that  calculation  of  £200,000,000  before 
the  war  of  foreign  profit.  If  there  were  20  per  cent., 
£1  in  £5,  undiscovered,  that  would  he  £40,000,000 
alone. 

11.133.  I think  the  official  estimate  of  that  given 
in  Parliament  was  that  there  was  £20,000,000  to  be 
brought  in  under  that  legislation  of  unremitted  in- 
come?— Yes. 

11.134.  I will  not  pursue  that  now.  Coming  to  (j), 
you  have  there  £400,000,000  included  in  Income  Tax? 
— Yes. 

11.135.  And  £860,000,000,  which  is  an  estimate  of 
yours? — Yes,  it  is  got  by  the  method  of  doubling 
the  pre-war  wages,  which  is  about  £700,000,000  for 
the  manual  workers.  I have  doubled  it  making 
£1,400,000,000,  and  subtracted  10  per  cent,  by  reason 
of  the  fact  that  we  have  lost  about  1,000,000  of  our 
most  able-bodied  men  through  the  war.  Then  there 
are  hundreds  of  thousands  maimed,  and  unable  to 
work  as  they  used  to  work,  and  therefore  I have 
deducted  10  per  cent,  from  that  £1,400,000,000,  re- 
ducing it  to  £1,260,000,000,  which  I think  is  reasonable. 

11.136.  Have  you  taken  into  consideration  the  in- 
comes of  the  women  who  are  working  now  and  not 
then? — Yes,  I think  so.  You  mean  there  is  a great 
influx  of  new  workers. 

11.137.  It  is  such  an  important  figure  that  if  you 
rely  on  it  could  you  give  us  some  more  details  as  to 
how  the  figure  is  arrived  at? — That  is  how  it  is 
arrived  at — by  doubling  the  pre-war  wage  aggregate 
and  deducting  10  per  cent.  If  I am  wrong  on  that 
what  would  be  the  explanation?  Even  since  I have 
written  this  memorandum  the  opinion  is  growing  in 
my  mind  that  we  are  in  for  a trade  boom.  If  we  are 
in  for  a trade  boom  not  only  will  the  £1,260,000,000 
go  up,  but  the  £3,640,000,000  will  go  up.  That  will 
mean  that  there  will  be  such  good  employment  that 
all  these  new  people  who  have  come  in  will  be  kept  in. 

11.138.  I will  pass  from  that  with  this  comment, 
that  personally  I should  be  disposed  to  agree  with  the 
total,  but  to  add  £200,000,000  to  (j)  and  take  it  off  the 
rest  of  your  statement  which  does  very  materially 
affect  your  argument  as  to  the  distribution  of  wealth. 
Coming  now  to  paragraph  4,  you  say  the  collection  is 
£285,000,000,  but  there  is  a great  lag  in  collection ; 
that  comment  is  only  material  if  the  lag  at  the  end 
is  greater  than  the  lag  at  the  beginning? — Yes,  but 
I think  the  lag  on  the  year’s  collection  was  greater. 
It  went  up  very  rapidly,  as  you  know.  The  lag  was 
small  on  the  preceding  year,  but  the  lag  on  the  year 
just  ended  was  much  larger. 

11.139.  When  I first  read  this  passage  at  the  end 
of  paragraph  4,  “ That  is  to  say,  the  virtual  Income 
Tax  expressed  as  a flat  rate  was  no  more  than  about 
3s.  9d.  in  the  £,”  I understood  that  to  mean  that  that 
was  what  you  thought  was  the  flat  rate  on  the  Income 
Tax  paying  classes  ? — Here  is  the  total  income, 
£2,640,000,000. 


11.140.  There  is  a virtual  Income  Tax  according  to 
your  statement  of  £688,000,000? — Yes. 

11.141.  £688,000,000  on  £2,640,000,000  is  5s.  2d.?— 
I am  sorry  if  there  is  a mistake. 

11.142.  I think  you  used  as  your  base  the  whole  in- 
come of  the  country  in  getting  at  3s.  9d.  ? — I think 
that  is  so. 

11.143.  I think,  as  it  rather  misled  me,  it  might  be 
wise  to  say  that  the  virtual  Income  Tax  expressed  as 
a flat  rate  on  the  whole  income  of  the  country  was  no 
more  than  about  3s.  9d.  in  the  £P — Yes. 

11.144.  1'f  you  put  that  in,  does  not  it  rather  rob  it 
of  its  meaning? — I wull  take  it  from  you  that  it  is 
right. 

11.145.  I suggest  rather  than  put  the  proviso  in 
and  make  it  on  the  total  income  of  the  country,  you 
should  alter  the  3s.  9d.  into  5s.  2d.? — I will  do  both, 
if  I may.  “ The  flat  rate  was  no  more  than  about 
3s.  9d.  in  the  £,  and  the  sum  collected  expressed  as 
a flat  rate  on  the  income  of  the  taxable  classes  over 
£130  a year  was  5s.  2d.” 

11.146.  If  that  is  the  comparison  you  want;  it  was 
not  clear  to  me,  at  any  rate? — It  would  be  better  to 
give  it  like  that. 

11.147.  I thought  what  you  meant  was  that  the  In- 
come Tax  paying  people  were  really  paying  3s.  9d. ; 
but  it  must  be  on  the  total  income  of  the  country? — 
Yes,  I will  make  that  addition;  I am  most  anxious  to 
get  this  correct. 

11.148.  Coming  to  your  objection  to  the  Super-tax 
system,  I take  it  what  really  would  satisfy  you  on  the 
point  of  the  misleading  nature  of  the  rates  is  that 
greater  publicity  should  be  given  to  the  real  rates. 
Instead  of  saying  on  incomes  over  £70,000  and  £80,000 
3s.  6d.  is  charged,  it  should  be  put  in  the  form  that  it 
works  out  at  a tax  on  the  total  income  of  so  much  as 
so  much  ? — If  I had  a free  hand  to  deal  with  it  I should 
construct  what  I call  a plain  scale. 

11.149.  It  is  really  a difficulty  of  nomenclature? — 
Yes. 

11.150.  You  could  have  the  same  system  in  the 
office,  but  you  oould  have  your  scale  so  published  if  it 
expressed  your  point?— But  for  the  benefit  of  the 
office  would  it  not  be  better  to  have  the  plain  scale? 

11.151.  If  you  are  asking  me  that  question,  I say 
No.— You  know  more  about  the  administrative  diffi- 
culties than  I do. 

11.152.  It  is  a little  misleading,  perhaps,  when 
people  say,  “ I am' paying  so  much  at  such  and  such 
a rate,”  when  that  rate  applies  only  on  the  top  slice 
of  the  income? — Supposing  when  a man  received  his 
yellow  form  every  year  there  was  on  it  quite  plainly 
stated  the  rate  of  Income  Tax,  and  suppose  he  saw 
the  whole  of  the  scale  beginning  at  Id.,  for  the  sake 
of  example,  and  working  up  to  10s.  or  12s.,  he  would 
see  his  place  in  th6  scheme  of  things.  He  would 
say,  “ I have  £1,000,  and  I pay  so  much.”  He 
would  see  above  him  the  others  who  pay  so  much 
more,  and  the  sense  of  justice  would  be  more  in  1 is 
mind  than  it  is  now. 

11.153.  Taking  now  th  paragraphs  that  follow, 
you  are  a great  advocate  of  rejecting  the  average 
and  coming  on  to  the  previous  year? — Yes. 

11.154.  You  put  the  arguments  very  forcibly? — I 
hope  so. 

11.155.  Have  you  considered  this  point:  if  a man 
has  an  income  of  £2,000  for  years  1,  2 and  3 he  pays 
a certain  tax,  x;  but  if  he  has  an  income  of  £1,000, 
£2,000  and  £3,000  in  succeeding  years  he  would, 
but  for  the  average,  pay  a very  much  larger  sum 
owing  to  the  increasing  rate.  Does  not  the  averag- 
ing system  have  the  effect  of  diminishing  this  im- 
mense penalty  on  a fluctuating  income? — It  does  in 
some  cases,  undoubtedly. 

11.156.  Does  it  not  in  all  cases  where  the  income 
fluctuates?  Is  not  the  total  amount  of  tax  payable 
higher  with  a progressive  scale? — In  the  fluctuating 
case  what  happens  is  that  the  bad  year  comes  and  he 
has  to  pay  a higher  rate  than  he  would  have  to  pay 
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under  the  plan  I favour,  when  he  can  least  afford 
it.  On  the  other  hand,-  when  the  average  reduces 
his  tax  he  does  not  say  thank  you;  he  is  not  pleased. 
It  does  not  present  any  sense  of  justice  to  his  mind. 
At  the  time  he  has  got  money,  and  he  does  not  thank 
you  for  taxing  him  less  than  he  ought  to  be  taxed. 
On  the  other  hand,  when  the  average  makes  him 
pay  a fair  amount  in  a bad  year  he  feels  the  in- 
justice very  acutely. 

11.157.  You  will  agree  that  the  same  aggregate 
over  a good  period  of  years,  if  it  is  an  even  aggre- 
gate, pays  less  than  if  it  is  a fluctuating  aggregate? 
— Yes. 

11.158.  And  that  therefore  that  may  be  off-set  as 
an  objection? — -Yes. 

11.159.  But  you  do  not  consider  it  a sufficient 
objection  to  the  scheme? — In  other  words,  it  is  not 
a one-sided  argument;  but  I think  paying  on  the 
last  year  has  the  greater  advantages. 

11.160.  I understand  you  still  think  there  is  no 
obligation  on  the  Revenue  to  have  losses  carried 
forward  ? — No. 

11.161.  Take  the  case  of  a highly  complicated  in- 
dustry like  the  cotton  industry,  where  the  making 
of  losses  in  certain  years  is  quite  a normal  thing. 
Supposing  a man  makes  £10,000  one  year  and 
£10,000  the  next;  he  has  a certain  amount  of  tax 
to  pay  under  this  scheme;  whereas  in  another  class 
of  business  ho  makes  minus  £20,000  the  first  year 
and  make  £40,000  the  second;  he  lias  still  made 
£20,000  in  the  two  years,  the  same  as  the  other 
man,  but  he  has  four  times  the  amount  of  tax  to 
pay? — Well,  such  cases  occur  under  all  systems. 

11.162.  Do  you  recognize  that  that  takes  away 
more  than  his  profit  and  eats  into  his  capital? — It 
may  be  that  there  are  hard  cases  of  that  kind. 

11.163.  I suggest  to  you  that  it  is  quite  a normal 
case;  if  you  do  not  carry  forward  losses  you  will 
ruin  them. 

11.164.  Chairman : In  the  case  of  cotton,  wool,  and 
shipping,  it  is  quite  true? — I should  like  to  see  it 
worked  out  on  the  actual  profits  of  a cotton  spinning 
company  for  20  years,  and  surely  it  would  be  quite 
easy  to  do  that.  Fluctuating  trades  could  meet  the 
point  bv  making  reserves  in  good  years. 

11.165.  Dr  Stamp:  I suggest  that  you  have  only 
got  to  put  down  one  or  two  examples,  and  you  will 
find  that  you  have  more  to  pay  in  the  year  of  profit 
than  you  have  made  in  the  two  years.  You  simply 
could  not  do  it;  the  thing  contradicts  itself.  You 
must  infringe  upon  capital  to  pay  your  tax.  Passing 
to  your  points  relating  to  bonus  shares  and  correcting 
the  great  anomalies  that  now  exist,  I think  you  now 
accept  as  a result  of  what  has  been  said  this  after- 
noon that  there  is  some  obligation  to  repay  the  poor 
man? — Yes,  I accept  that  .theory. 

11. 166.  Suppose  a man  left  his  widow  an  income  in 
a good  paying  company,  and  she  had  a sole  dividend 
of  £1,000,  but  they  were  putting  a lot  of  money  to 
reserve,  and  the  true  figure,  as  you  would  call  it, 
should  be  £4,000.  They  were  putting  much  more 
away  than  they  were  paying  her.  Does  it  not  appeal 
to  you  that  she  would  have  more  tax  to  pay  than  her 
total  income?  She  would  have  had  to  pay  it  all  away 
in  Super-tax? — Why  should  she  with  £1,000? 

11.167.  Because  the  tax  on  the  £4,000  would  exceed 
the  actual  cash  dividend  she  had  received? — One 
can  postulate  such  hard  cases  in  connection  with 


every  reform  that  you  like  to  mention,  but  I think 
such  cases  would  be  very  exceptional,  surely. 

11.168.  I suggest  to  you  that  if  you  make  people 
pay  the  Super-tax  on  the  reserve  you  might  very 
easily  take  the  whole  of  the  rest  of  the  dividend? — 
I think  such  cases  would  be  very  exceptional.  Surely 
the  placing  to  reserve  would  have  to  be  very  high 
indeed  and  very  continuous. 

11.169.  Does  not  it  appeal  to  you  that  it  might  be 
better  to  go  to  the  person  who  gets  the  distribution 
at  the  time  it  is  distributed  and  make  him  add  the 
bonus  dividend  to  his  income  then  ? — That  is  an  alter- 
native. 

11.170.  Does  it  not  seem  to  you  it  is  more  likely  to 
fit  the  facts  of  the  case  of  ability  to  pay,  because  you 
would  make  persons  pay  this  tax  though  they  might 
never  come  into  the  reserve  when  it  is  declared ; they 
might  be  dead,  and  all  sorts  of  things  might  happen? 
— Equally  you  can  postulate  the  case  of  the  man 
who  has  not  any  such  dividends  whatever.  After 
all,  the  country  has  got  to  be  run.  The  country  is 
not  full  of  widows  with  dividends  to  draw  from  com- 
panies; it  is  full  of  widows  who  have  not  a penny 
to  draw  from  any  company  at  all. 

11.171.  I only  put  it  in  an  extreme  case  in  order 
to  show  the  argument  clearly.  It  applies  to  all  the 
rest  of  the  case  in  more  or  less  degree.  I suggest 
for  your  consideration  that  it  does  modify  the  prac- 
ticability of  the  very  ingenious  scheme,  with  which 
I am  very  sympathetic? — Your  point  is  to  substitute 
for  my  plan  a declaration  if  and  when  received  of 
the  bonus  shares  or  whatever  distribution  takes  place. 

11.172.  When  a man  can  realize  it  and  use  it.  On 
that  point  there  was  a considerable  discussion  between 
yourself  and  Mr.  McLintock  on  the  suggestion  that 
there  was  a great  loss.  It  was  put  to  you  that  there 
would  be  a set-off  against  that  loss  in  what  you  would 
say  the  Revenue  is  now  improperly  collecting.  You 
think  that  was  negligible? — I should  say  it  was  com- 
paratively small  as  compared  with  the  loss  of  Super- 
tax. 

11.173.  The  average  rate  of  Super-tax  is  about  2s. 
in  the  £ on  the  Super-tax  payer’s  income? — Yes. 

11.174.  The  average  rate  at  which  the  Revenue 
might  have  to  repay  below  6s.  might  be  as  much  as 
Is.  6d.  or  2s.  ? — I think  even  if  it  is  you  ought  to 
do  it. 

11.175.  I am  coming  now  to  the  question  as  to 
whether  the  great  loss  is  not  more  than  negligibly 
off-set  ? — I should  think  not. 

11.176.  If  I suggested  one-third  would  be  off-set, 
would  you  think  that  would  be  extravagant? — No. 

11.177.  You  think  it  might  be  right? — Yes.  From 
the  point  of  view  of  revenue  it  would  be  worth  doing 
if  it  were  only  a half,  but  the  justice  of  the  case 
must  come  first. 

11.178.  Referring  to  your  suggestion  that  the 
powers  of  the  Revenue  officials  should  be  improved 
upon,  you  alluded  to  a famous  debate  in  the  House 
of  Commons  in  which  four  lines  of  the  Excess  Profits 
Duty  Bill  were  debated  for  the  whole  of  one  evening 
and  cut  out.  Could  you  give  the  Commission  any 
recollection  you  have  of  the  reasons  given  by  members 
of  Parliament? — No,  I am  sorry  I cannot. 

11.179.  Chairman:  We  have  had  rather  a pleasant 
afternoon? — I have  enjoyed  it  very  much. 

11.180.  We  are  very  much  obliged  to  you  for  com- 
ing here  to  help  us? — Thank  you. 
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Mr.  PRETYMAN. 

Sir  J.  S.  HARMOOD-BANNER 
Sir  W.  TROWER. 

Mr.  HOLLAND-MARTIN. 

Mr.  WALKER  CLARK. 

Mr.  KERLY. 


Present  : 

LORD  COLWYN  (in  the  Chair). 

Mr.  MACKINDER. 

Mr.  McLINTOCK. 

Mr.  MANYILLE. 

Mr.  GEOFFREY  MARKS 
Mr.  MAY. 

Dr.  STAMP. 


Mr.  S.  B.  Lucas,  B.A.,  ou  behalf  of  the  Incorporated  Association  of  Assistant  Masters  in  Secondary 
Schools,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : 

11.181.  The  evidence  offered  on  behalf  of  this 
Association  may  he  divided  broadly  into  two  cate- 
gories, though  it  is  not  always  possible  to  make  a 
sharp  distinction  between  them : — 

A.  evidence  bearing  upon  conditions  which  affect 

us  specially  as  secondary  assistant  masters, 

B.  evidence  which  bears  upon  conditions  common 

to  ourselves  and  other  salaried  workers. 

11.182.  (A)  (1)  Agents’  fees. 

An  expense  which  falls  on  assistant  secondary 
teachers  as  distinct  from  other  classes  of  teachers  is 
that  of  agents’  fees.  Many  headmasters  do  not 
advertise  but  use  a scholastic  agency  in  making  new 
appointments.  The  whole  fee  is  paid  by  the  assistant 
teacher,  and  if  the  latter  changes  his  post  at  all 
frequently  his  expenses  in  agents’  fees  are  extremely 
heavy.  We  suggest  that  relief  to  the  extent  of  the 
tax  on  £10  should  be  given  in  such  cases. 

11.183.  (2)  Books. 

We  should  like  to  suggest  that  an  allowance  equal 
to  the  tax  on  £20  should  be  made  in  respect  of 
purchases  of  books  necessary  to  help  a schoolmaster 
in  the  efficient  discharge  of  his  duties  and  in  keeping 
in  touch  with  the  latest  developments  in  his  particular 
subject.  Many  members  of  our  profession  cannot 
afford  to  buy  books  at  all,  and  in  many  cases  facilities 
for  borrowing  them  do  not  exist.  Such  an  allowance 
would  thus  increase  educational  efficiency.  Supposing 
that  at  the  very  lowest  estimate  a teacher  ought  to 
spend  £5  per  annum  on  books,  the  remission  on  the 
tax  on  £20  would  go  some  way  towards  enabling  him 
to  do  so. 

11.184.  (3)  Travelling  expenses. 

We  desire  to  emphasize  the  fact  that  with  very 
many  members  of  our  profession  these  expenses  are 
obligatory.  At  the  present  time,  when  the  shortage 
of  houses  is  so  acute,  men  who  have  accepted  new 
appointments  have  found  it  impossible  to  obtain  a 
house  in  the  new  locality.  To  give  two  examples  of 
this : one  of  our  members  who  took  up  a post  in 
Sheffield  was  obliged  to  leave  his  family  in  Stockport 
and  travel  to  and  fro  frequently;  another  man  in 
Middlesex  is  obliged  for  the  same  reason  to  spend 
one-eighth  of  his  income  in  daily  travelling.  We  are 
strongly  of  opinion  that  the  balance  of  argument  is 
in  favour  of  leaving  travelling  expenses  untaxed  up 
to  a maximum  of  £10  per  annum. 

11.185. (B)  (1)  Relief  in  respect  of  wife  and  children. 

In  a large  number  of  salaried  professions  there  is 

A,  tendency  for  the  salaries  of  women  to  become  ap- 
proximately equal  to  those  of  men.  This  tendency 
appears  to  be  increasing,  one  of  the  results  being  a 
decrease  of  men  entrants  to  our  profession.  We  there- 
fore contend  that  the  relief  given  in  respect  of  wife 
and  children  should  be  on  such  a scale  as  to  correct 
this  tendency.  There  should  be  some  arrangement 
made  by  which  the  Income  Tax  paid  by  a married 
man  should  be  substantially  less  than  the  amount  paid 


by  the  unmarried.  In  other  words,  the  present  allow- 
ance in  respect  of  wife  and  children  should  be  very 
materially  increased,  and  the  relief  for  the  second 
child  should  be  greater  than  that  for  the  first,  and 
so  on. 

11.186.  (2)  Dependent  relatives. 

The  fact  that  no  relief  can  bo  claimed  in  respect 
of  contributions  to  the  support  of  dependent  relatives 
when  the  income  of  these  relatives  from  other  sources 
exceeds  £25  is  a source  of  hardship  to  many  of  our 
members.  A man  with  a wife  and  a family  of  young 
children  who  is  supporting  or  partially  supporting  his 
widowed  mother  ought  not  to  be  taxed  on  the  amount 
of  his  contributions  unless  the  mother  has  an  inde- 
pendent incoitie  of  more  than  30s.  a week. 

11.187.  (3)  We  should  like  to  support  the  proposals 
for — 

(a)  quarterly  payment  of  Income  Tax, 

(b)  relief  in  respect  of  the  use  of  part  of  a 

teacher’s  house  for  the  duties  of  his  pro- 
fession. 

[This  concludes  the  evidcnce-in-chief.) 

11.188.  Chairman : We  have  your  paper  and  the 
Commissioners  have  all  read  it.  They  will  now  ask 
you  a few  questions,  and  in  your  replies  you  oan 
amplify  your  points. 

11.189.  Mr.  Kcrly:  With  regard  to  the  question  of 
agency  fees,  which  you  claim  should  be  treated  as  a 
working  expense,  what  is  the  normal  agent’s  fee?— - 
Five  per  cent,  on  the  first  year’s  salary ; and  this  is 
paid  even  if  the  engagement  lasts  only  three  months. 

11.190.  How  often,  on  an  average,  does  a master 
have  to  pay  this  fee  through  the  course  of  his 
career? — That  is  a difficult  question  to  answer.  Some 
teachers  may  stay  in  the  same  place  for  ten  years; 
others,  for  a variety  of  reasons,  stay  only  a short 
time.  Possibly  on  the  average  it  might  be  said  that 
the  fee  is  paid  every  two  years. 

11.191.  As  often  as  that? — Yes. 

11.192.  There  is  an  Association  of  Schoolmasters; 
could  not  they  undertake  this  agency  work? — There 
is  an  agency  which  is  partly  under  our  control,  and 
they  charge  lower  fees. 

11.193.  Has  it  been  discussed  with  the  Inland 
Revenue  whether  the  masters  could  get  the  allowance 
for  agency  fees  under  the  existing  law?  Has  it  been 
tried? — I don’t  know. 

11.194.  Books  are,  you  say,  a business  expense, 
necessary  for  the  master’s  efficiency? — Yes.  There  is 
no  other  profession  in  which  theory  is  changing  more 
rapidly.  In  other  professions  books  mainly  represent 
additional  facts  that  come  to  light,  but  in  our  pro- 
fession in  recent  years  changes  in  the  whole  theory 
of  education  have  taken  place,  involving  such  changes 
in  older  methods  as,  for  example,  the  direct  method 
of  language  • teaching,  the  Montessori  method,  the 
heuristic  method  in  science  teaching,  and  so  on.  All 
these  involve  radical  changes,  and  the  teacher  may 
have  to  change  his  whole  method. 

11.195.  I could  suggest  other  professions  where 
outlay  on  books  is  equally  necessary  and  perhaps 
more  expensive.  Now,  in  regard  to  travelling  ex 
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penses,  how  does  a schoolmaster  differ  from  a clerk 
or  other  business  man  who  is  not  able  to  live  at  his 
place  of  business? — There  is  an  analogy  between  the 
teacher  and  the  ordinary  business  man ; but,  owing 
to  the  lowness  of  their  salaries,  secondary  teachers 
very  often  take  evening  work  in  addition  to  the 
ordinary  day  work,  and  though  they  may,  perhaps, 
live  near  their  day  work  they  may  not  live  anywhere 
near  their  evening  work. 

11.196.  This  seems  to  me  common  to  a good  many 
people  who  have  small  incomes.  Now,  with  regard 
to  the  question  of  relief  in  respect  of  wife  and 
children.  This  is  in  no  way  peculiar  to  school- 
masters?— I think  I may  say  our  profession  is  one 
where  it  is  essential  that  the  majority  of  members 
should  be  men,  although  women  in  secondary  schools 
do  take  very  successfully  boys  up  to  the  age  of  12; 
but  with  boys  between  the  ages  of  12  and  15  we  do 
not  agree  that  they  can  undertake  work  in  secondary 
schools  with  any  amount  of  success.  They  may  do 
so  later  on,  that  is  with  older  boys. 

11.197.  If  you  come  to  the  bottom  of  things,  what 
you  are  really  suggesting  is,  under  cover  of  Income 
Tax,  an  endowment  for  badly  paid  assistant  teachers 
to  enable  them  to  supplement  their  insufficient 
salaries? — No,  I do  not  think  so.  What  we  want  to 
correct  is  the  increasing  tendency  of  women  coming 
into  our  profession. 

11.198.  Yes,  that  is  the  reason  of  it,  but  what  you 
propose  is  to  make  male  schoolmasters  pay  a lower 
tax  than  other  members  of  the  community  with  the 
same  incomes? — If  they  are  married. 

11.199.  Lower  than  other  people  who  are  also  mar- 
ried ; I think  it  comes  to  what  I suggested? — You  will 
notice  at  the  beginning  of  our  evidence  we  say  that 
we  divide  the  evidence  into  two  categories,  and  that 
it  is  not  possible  always  to  make  a sharp  distinction 
between  them.  That  was  the  point  I had  in  mind 
when  I put  this  down. 

11.200.  In  your  last  paragraph  you  suggest  a 
quarterly  paymont  of  Income  Tax ; that  would  be  an 
obvious  convenience  for  all  people  who  get  a small 
income  at  stated  intervals? — I think  so. 

11.201.  You  next  say,  “ relief  in  respect  of  the  use 
of  part  of  a teacher’s  house  for  the  duties  of  his  pro- 
fession.” What  does  that  mean?  Do  you  mean 
where  he  sets  aside  a room  for  coaching,  or  have  you 
in  mind  a housemaster? — No,  not  a housemaster 
especially  there.  We  have  in  mind  the  fact  that  a 
minister  of  religion  is  allowed,  I believe,  £10  in 
respect  of  a room  used  for  his  special  studies.  We 
should  claim  that  on  the  same  ground,  and  also  that 
a secondary  schoolmaster  frequently  has  to  take 
private  pupils  at  home  in  the  evening.  When  he  is 
not  doing  evening  work  in  an  institution,  he  fre- 
quently lias  to  engage  in  private  coaching  at  night, 
and  he  wants  a special  room  to  do  it  in. 

11.202.  That  is  what  I understand — a room  set  apart 
for  coaching? — Yes,  or  it  might  also  be  a room  in 
which  he  studied  himself  at  night. 

11.203.  The  difficulty  about  it  is  that  the  room 


would  be  used  for  this  specific  purpose  for  only  part 
of  the  day? — Yes,  it  probably  would. 

11.204.  Is  it  the  fact  that  an  assistant  schoolmaster 
generally  takes  a larger  house  so  as  to  have  such  a 
room  available  ? — I should  say  that  he  does  sometimes ; 
I would  not  say  that  he  does  it  invariably. 

11.205.  But  he  is  not  often  able  to  afford  it,  is  he? 
— No,  I suppose  he  is  not. 

11.206.  That  is  the  root  of  the  difficulty,  is  it  not: 
the  pay  is  not  high  enough? — Yes. 

11.207.  Mr.  McLintock : What  is  about  the  average 
salary  of  the  members  of  your  Association? — From 
exhaustive  statistics  that  were  prepared  just  previous 
to  the  war  the  average  salary  was  about  £170  a year. 
We  have  received  a considerable  amount  of  informa- 
tion which  leads  us  to  state  with  pretty  good 
authority  that  the  average  salary  now  is  about  £230 — 
that  is  under  present  conditions. 

11.208.  In  that  case  with  an  average  salary  of  about 
£230  the  married  assistant  schoolmaster  gets  £120 
abatement,  £50  for  his  wife,  £40  for  the  first  child, 
and  £25  for  the  second? — When  I mention  a salary 
of  £230  I am  not  reckoning  the  evening  work  which 
is  necessary  to  supplement  that  salary. 

11.209.  No.  My  point  was,  of  course,  that  the 
increased  allowances  that  have  now  been  given  to  a 
married  schoolmaster  with  two  children  exempt  him 
up  to  £235? — Yes,  but  I was  thinking  in  this  evidence 
of  the  extra  salary.  No  man  can  live  on  £230  under 
the  present  conditions ; he  has  got  to  do  evening  work 
of  some  kind  to  supplement  his  income. 

11.210.  Would  £100  per  annum  be  a fair  figure  to 
put  on  for  the  evening  work? — Not  more  than  £70, 
I should  think. 

11.211.  You  think  about  £300  altogether  is  about 
an  average  total  income? — Certainly  not  more. 

11.212.  Do  you  agree  that  these  recent  increases 
in  the  wife  alloAvance  and  the  allowance  for  the  first 
child,  and  the  £25  for  the  others,  go  some  substan- 
tial way  to  meet  the  second  part  of  your  claim? — 
Certainly  they  all  go  in  the  right  direction.  We 
rather  fail  to  see  why  there  should  be  a greater  allow- 
ance for  the  first  child  than  for  the  others.  We 
should  perhaps  prefer  to  see  it  the  other  way,  that 
there  should  be  a progressive  increase,  say  something 
for  the  first  child,  rather  more  for  the  second,  and 
rather  more  than  that  for  the  third. 

11.213.  Still,  on  the  principle  of  the  half  loaf  it  is 
worth  having? — Yes. 

11.214.  Chairman:  Which  of  these  points  do  you 
consider  the  most  important  for  you,  supposing  the 
Commission  had  to  differentiate? — I think  on  the 
whole  we  should  put  the  travelling  expenses  question 
and  the  question  of  books  as  more  important  than  the 
other  points  we  have  raised. 

11.215.  Those  are  the  two  most  important  points  in 
your  remarks? — Yes. 

11.216.  Chairman:  That  matter  will  be  considered 
by  the  Commission.  I do  not  think  there  is  anything 
else  I need  trouble  you  with.  We  are  much  obliged 
to  you  for  coming. 


Sir  Harry  Haward,  Mr.  F.  Ogden  Whiteley  and  Mr.  Keith,  on  bebalf  of  the  Institute  of  Municipal 
Treasurers  and  Accountants  (Incorporated),  called  and  examined. 


The  witnesses  handed  in  the  following  statement  as 
their  evidence-in-cliief:  — 

Evidence  to  be  given  by  the  Institute  of  Municipal 
Treasurers  and  Accountants  (Incorporated)  on 
behalf  of  the  Association  of  Municipal  Corpora- 
tions, the  London  County  Council,  the  Convention 
of  Royal  Burghs  of  Scotland,  &c. 

11,217.  It  is  desired  to  secure  certain  modifications 
in  the  Income  Tax  Laws  as  they  affect  local  authori- 
ties, and  particularly  municipalities,  and  the  Insti- 
tute have  deputed  Sir  Harry  Haward,  Comptroller 
of  the  London  County  Council  and  member  of  the 
Council  of  the  Institute',  and  Mr.  F.  Ogden  Whiteley, 
City  Treasurer  of  Bradford  and  Vice-President  of 
the  Institute,  to  appear  before  the  Commission,  to 
tender  evidence  and  support  the  contentions  put  for- 
ward on  behalf  of  the  Association  of  Municipal  Cor- 
porations, the  London  County  Council,  the  Conven- 
tion of  Royal  Burghs  of  Scotland,  &c. 

The  finances  of  local  authorities  are  adversely 
affected  as  the  result  of  two  decisions  of  the  House  of 


Lords  viz. : (1)  Attorney  General  v.  London  County 
Council  (19th  March,  1907)  and  (2)  Sugden  (Surveyor 
of  Taxes)  v.  Lord  Mayor,  etc.,  of  Leeds  (3rd  April, 
1913),  and  there  are  certain  other  respects  in  which 
it  is  submitted,  the  existing  law  should  be  altered. 

Present  position. 

11.218.  The  following _ is,  generally,  the  present 
position  of  local  authorities  with  regard  to  assessment 
for  Income  Tax  purposes: 

Schedule  A. 

11.219.  (1)  With  the  exception  of  certain  proper- 
ties such  as  public  parks,  public  schools,  police  courts, 
hospitals,  public  libraries,  workhouses  and  Union 
offices,  local  authorities  are  assessed  upon  the  net 
annual  value  of  their  property  in  exactly  the  same 
manner  as  private  individuals. 

Schedule  B. 

11.220.  (2)  Assessments  under  Schedule  “ B ” are 
made  in  respect  of  agricultural  land,  woodlands,  etc., 
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as  well  as,  in  many  cases,  lands  used  as  sewage  works, 
refuse  tips,  etc. 

Schedule  D. 

Productive  undertakings — 

11.221.  (3)  Separate  returns  for  assessment  under 
Schedule  D are  submitted  to  the  Inland  Revenue 
Department  in  respect  of  the  productive  undertak- 
ings, and  each  undertaking,  where  there  are  assess- 
able profits,  is  assessed  separately  upon  the  amount 
of  such  profits. 

11.222.  (4)  The  assessments  upon  tramways  and 
electricity  undertakings  are  made  upon  an  average 
of  three  years’  profits,  but  those  of  the  gas,  water, 
markets,  abattoirs,  cemeteries,  crematoria,  etc.,  un- 
dertakings are  based  upon  the  full  amount  for  one 
year  or  (where  the  undertaking  has  been  in  opera- 
tion for  less  than  a year)  an  average  for  one  year  of 
the  profits  received  therefrom. 

11.223.  (5)  The  Inland  Revenue  Department  allow, 
as  a working  expense,  the  cost  of  management  and 
registration  of  stock,  where  the  local  authority  has 
arranged  with  a banker  to  carry  out  such  duty,  but 
do  not  allow  the  cost  of  stamping  debentures  and  the 
commission  paid  for  procuration  of  loans. 

11.224.  (6)  In  regard  to  the  tramways  and  electri- 
city undertakings  allowances — upon  bases  agreed 
with  the  Inland  Revenue  Department  — are  made  for 
wear  and  tear  of  machinery  or  plant,  but  no  such 
allowances  are  made  in  respect  of  the  gas,  water  and 
other  undertakings,  the  cost  of  renewals,  as  and  when 
incurred,  being  allowed  upon  the  latter  undertakings. 
Allowances  in  respect  of  obsolescence  are  also  made, 
as  and  when  it  is  necessary  to  replace  existing 
machinery  or  plant  with  more  up-to-date  equipment. 

11.225.  (7)  Many  local  authorities  have  formed 
insurance  funds  to  cover  risks  of  fire,  accidents  to 
workmen,  etc.  The  premiums  transferred  to  such 
funds  are  not  allowed  as  a working  expense,  but  the 
actual  cost  of  claims  is  so  allowed. 

11.226.  (8)  The  local  authority  is  allowed  to  charge 
against  the  profits  of  the  productive  undertakings  a 
proportion  of  the  cost  of  establishment  expenses,  and 
also  (where  applicable)  of  collection  expenses,  not- 
withstanding the  fact  that  any  such  transfer  may  not, 
in  fact,  have  been  made  in  the  books  of  the  authority. 
Generally  the  amounts  allowed  for  administration, 
etc.,  are  proportionate  to  the  amount'  of  revenue  ex- 
penditure of  the  various  undertakings  and  depart- 
ments, and  amounts  allowed  for  collection  are  pro- 
portionate to  the  amount  collected. 

11.227.  (9)  The  proceeds  of  the  levy  of  a rate  are 
excluded  in  arriving  at  the  assessment,  e.g.,  income 
from  a Water  Rate  levied  over  a whole  area  upon  all 
hereditaments  whether  water  is  supplied  or  not,  is 
not  taxable,  but  the  income  from  water  rents,  being 
in  the  nature  of  payment  for  water  supplied,  is  held 
to  be  taxable. 

11.228.  (10)  The  amount  received  from  the  sale  of 
land  for  grave  spaces  is  included  as  income  in  arriv- 
ing at  the  Schedule  D assessments  upon  cemeteries 
and  crematoria. 

11.229.  (11)  The  local  authority  is  allowed  to  de- 
duct from  the  profits  of  the  undertaking  concerned, 
the  amount  of  profits  upon  commodities  sold  to  non- 
productive departments,  but  only  if  such  non-produc- 
tive departments  are  connected  with  the  same  rate 
fund  as  the  productive  or  trading  undertaking  con- 
cerned. 

11.230.  (12)  In  regard  to  rating  funds,  assessments 
are  made  upon  the  income  from  bank  interest,  bill 
posting  stations,  etc.  So  far  as  bank  interest  is  con- 
cerned, a separate  assessment  is  made  upon  each  rate 
fund,  and  no  “ set-off  ” is  allowed  where,  upon  one 
or  more  funds,  there  has  been  a net  payment  of  bank 
interest  during  the  year. 

11.231.  (13)  Any  loss  upon  a productive  under- 
taking may  be  set  off  against  a profit  upon  any  other 
productive  undertaking  connected  with  the  same 
rating  fund;  but  a loss  upon  a productive  undertak- 
ing connected  with  one  fund  cannot  be  set  off  against 
a profit  of  an  undertaking  attached  to  another  fund. 
Interest  on  loans. 

11.232.  (14)  In  addition  to  the  returns  in  respect 
of  the  productive  undertakings,  statements  are  sub- 
mitted in  order  to  arrive  at  the  amount  of  liability  (if 


any)  to  account  to  the  Inland  Revenue  Department 
for  tax  deducted  by  the  local  authority  from  interest 
paid.  These  statements  are  made  in  respect  of  each 
separate  rating  fund,  and  shew  the  amount  of  interest 
paid  by  the  authority  upon  its  unproductive  depart- 
ments during  the  year,  less  the  following  items  which 
are  allowed  as  “ set-off,”  namely:  — 

(a)  the  surplus  profits  (including  the  Schedule  A 

and  B assessments)  of  the  productive 
undertakings ; 

(b)  the  income  from  bank  interest,  bill-posting 

stations,  &c.,  on  rating  funds ; 

(c)  the  amount  of  interest  on  investments  re- 

ceived net — i.e.,  after  deduction  of  tax — 
other  than  investments  in  respect  of  statu- 
torily accumulating  sinking  funds  and  re- 
serve funds; 

(d)  the  amount  of  Schedule  A assessments  upon 

properties  owned,  but  not  occupied,  by  non- 
productive undertakings  of  the  authority, 
and  from  which  rent  is  received; 

(e)  the  amount  of  Schedule  B assessments  in 

respect  of  non-productive  undertakings. 

11.233.  (15)  If  the  amount  of  interest  paid  in  re- 
spect of  the  non-productive  undertakings  of  any 
rating  fund  is  in  excess  of  the  deductible  items  set 
out  above,  a further  assessment  is  made  in  respect  of 
the  difference,  but  if  the  aggregate  amount  of  the 
“ set-off  ” exceeds  the  interest,  no  further  liability 
exists. 

11.234.  (16)  The  amount  of  surplus  profits  of  the 
productive  undertakings  available  as  “ set-off  ” is 
arrived  at  by  taking  from  the  actual  profits  (as  ad- 
justed for  Income  Tax  assessment  purposes,  but  with- 
out deduction  of  any  allowances  for  wear  and  tear)  of 
the  year  in  which  the  interest  is  paid,  (a)  the  amount 
of  gross  interest  on  loans,  ( b ) the  sinking  fund  con- 
tribution (or  any  allowance  for  wear  and  tear  where 
such  an  amount  is  greater  than  the  sinking  fund  con- 
tribution), and  (c)  any  other  statutory  charges 
against  the  profits  of  the  undertaking.  Where,  how- 
ever, the  Act  under  which  the  particular  undertaking 
was  established  does  not  specificially  provide  for  the 
contribution  to  sinking  fund  to  be  made  out  of  the 
profits  of  the  undertaking,  such  contribution  is  not 
required  to  be  deducted  from  the  surplus  profits  in 
arriving  at  the  “ set-off.” 

11.235.  (17)  The  taxed  interest  received  by  local 
authorities  in  respect  of  non-statutory  reserve  funds 
is  allowed  as  a “ set-off  ” against  the  rating  fund  in- 
terest, but  not  the  taxed  interest  upon  statutorily 
accumulating  sinking  funds  and  reserve  funds. 

11.236.  (18)  Where,  in  respect  of  any  productive 
undertaking  which  has  no  assessable  profits,  the  in- 
terest on  loans  upon  such  undertaking  is  less  than 
the  Schedule  A assessments,  the  difference  is  allowed 
as  a “ set-off  ” against  the  rating  fund  interest,  but 
where  the  Schedule  A assessments  in  such  circum- 
stances are  less  than  the  interest  on  the  undertaking, 
then  the  balance  of  interest  is  included  in  the  general 
pool  of  the  rate  fund  concerned. 

11.237.  (19)  Only  the  amount  by  which  the  Schedule 
A assessment  of  houses  erected  under  Part  1 of  the 
Housing  of  the  Working  Classes  Act,  1890,  exceeds 
the  amount  of  interest  and  sinking  fund  contribution 
in  respect  of  Buch  houses,  is  allowed  as  a “ set-off  ” 
against  the  rating  fund  interest.  This  stipulation  is 
made  by  the  Inland  Revenue  Department  because  Sec- 
tion 24  of  the  Act  provides  that  it  is  only  any 
“ balances  of  profit  ” made  by  the  local  authority 
under  Part  1 which  are  applicable  to  any  purpose  for 
which  the  local  rate  is,  for  the  time  being,  applicable. 

11.238.  (20)  The  amount  of  assessment  under 
Schedule  A upon  property  in  the  occupation  of  the 
non-productive  departments  of  the  local  authority  is 
not  allowed  as  a “ set-off  ” against  rating  fund  in- 
terest except  in  the  case  of  the  town  hall,  where  there 
is  an  income  from  lettings,  in  which  case  a propor- 
tionate amount  representing  such  income,  less  main- 
tenance and  establishment  expenses  attributable 
thereto,  is  allowed,  and  baths,  where  (if  the  premises 
are  not  used  mainly  for  medicinal  or  similar  baths) 
one-half  of  the  Schedule  A assessment  is  allowed. 
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11.239.  (21)  The  principle  upon  which  superannua- 
tion and  thrift  funds  are  assessed  in  respect  of  their 
taxed  income  has  already  been  placed  before  the  Com- 
mission by  the  representative  of  the  Conference  of 
Superannuation  and  Thrift  Funds.  So  far  as  the 
police  pension  funds  are  concerned,  any  tax  deducted 
from  interest  on  investments  is  reclaimed  from  the 
Inland  Revenue  Department,  and  any  bank  interest 
earned  by  such  funds  is  exempt  from  taxation,  but 
superannuation  and  thrift  funds,  other  than  those 
under  the  Police  Act,  1890,  are  subject  to  the  special 
arrangements  as  to  assessment  made  with  the  Inland 
Revenue. 

Observations  and  contentions. 

11.240.  (22)  The  Witnesses  desire,  on  behalf  of  local 
authorities,  to  submit  the  following  observations  and 
contentions  with  regard  to  assessments  to  Income  Tax 
of  such  authorities  : — 

Schedule  A. 

Exemptions. 

11.241.  (23)  Attention  is  called  to  certain  apparent 
anomalies  which  exist  in  regard  to  the  assessment  of 
local  authorities  under  Schedule  A. 

11.242.  (24)  As  stated,  public  elementary  and 
secondary  schools  are  not  assessed  to  Income  Tax,  but 
the  building  in  which  is  housed  the  staff  to  administer 
the  Education  Acts  is  assessed.  [See  Par.  (1).] 
Public  libraries  are  not  assessed,  but  art  galleries  are 
liable  to  assessment.  The  Union  offices  of  Poor  Law 
Guardians  are  not  assessed,  but  the  town  hall  and 
public  offices  of  a municipality  are  assessed.  Hos- 
pitals are  not  assessed,  but  sewers  and  sewage  works 
are  liable  to  assessment. 

11.243.  (25)  It  is  observed  that  the  present  exemp- 
tions concern  property  occupied  in  connection  with 
services  which  are  semi-national  in  character  (within 
the  meaning  of  the  Report  of  the  Departmental  Com- 
mittee on  Local  Taxation),  and  it  is  a matter  for 
consideration  whether  all  land  and  buildings  occupied 
by  local  authorities  for  the  purpose  of  carrying  out 
or  fulfilling  all  such  duties  imposed  upon  them  by 
Government,  should  be  exempt  from  assessment  to 
Income  Tax.  These  duties  are  placed  upon  local 
authorities  because  the  services,  although  national,  or 
semi-national,  in  character,  such  as  education,  public 
health,  main  roads,  &c.,  &c.,  can  be  more  con- 
veniently administered  by  local  authorities  than  by 
the  Government,  but  if  the  Government  were  to 
administer  such  services  direct,  the  property  would 
not  be  liable  to  assessment. 

11.244.  (26)  Until  recently  no  rates  or  taxes  were 
imposed  or  levied  in  respect  of  public  sewers.  They 
were  not  regarded  as  falling  within  the  meaning  of 
lands  and  heritages  to  which  the  Valuation  Acts 
applied. 

11.245.  (27)  As  the  result,  however,  of  decisions  in 
cases  taken  to  the  House  of  Lords,  particularly  that 
of  the  West  Kent  Main  Sewerage  Board,  decided  in 
1911,  the  practice  which  had  obtained  theretofore  was 
altered  and  it  was  held  “ that  all  sewers  whether 
overground  or  underground  were  rateable  wherever 
the  occupation  of  these  was  valuable  within  the  mean- 
ing jof  authorities  dealing  with  rating.”  (In  each  of 
the  cases  referred  to  cpnsiderable  sums  were  received 
from  outside  authorities  for  the  use  of  the  sewer,  and 
this  was  held  to  constitute  “ valuable  ” occupation.) 

11.246.  (28)  Proceeding  upon  the  principle  that 
whatever  is  a proper  subject  of  rating  is  a proper 
subject  of  assessment  to  Income  Tax,  the  Inland 
Revenue  authorities  are  now  charging  public  sewers 
with  Income  Tax.  The  practice,  however,  does  not 
appear  to  be  uniform  throughout  the  country.  In 
England  some  local  authorities  are  not  charged  at  all ; 
others  are  charged  on  nominal  amounts  only.  In 
Scotland,  on  the  other  hand,  all  local  authorities 
appear  to  be  charged  on  an  annual  value  representing 
fully  four  per  cent,  on  the  original  cost  of  all  the 
sewers  in  their  area.  This  is  the  result  of  a decision 
given  by  the  Scottish  Valuation  Appeal  Court  in 
1912  in  an  Aberdeen  case  (Aberdeen  Assessor  and 
Parish  Council  v.  Aberdeen  Town  Council),  where  it 
was  held  that  sewers  were  lands  and  heritages  in  the 
sense  of  the  Scottish  Valuation  Acts  and  must,  there- 
fore, bo  entered  in  the  Valuation  Roll.  The  Court 
also  decided  the  principles  on  which  the  annual  value 


should  be  fixed,  and  had  recourse  to  the  well-known 
idea  of  a hypothetical  tenant  willing  to  pay  a certain 
percentage  on  the  cost  of  construction  and  fixed  the 
rate  at  fully  four  per  cent.  This  decision  being  final 
and  not  subject  to  appeal,  is  now  being  acted  on 
throughout  (Scotland. 

11,247.  (29)  The  following  quotations  are  from 
the  opinions  expressed  by  -Lord  Salvesen  in  giving 
judgment  in  that  case:  — 

“ Since  the  Valuation  Act  was  passed  in  1854, 
sewers  have  never  entered  the  Valuation  Roll  of 
any  Burgh,  the  general  view  taken  by  Assessors 
apparently  being  that  6uch  sewers,  although  not 
directly  rated,  did  appear  indirectly  in  the  Roll, 
and  contributed  to  the  rates  by  enhancing  the 
letting  value  of  the  houses  which  they  served. 
This  is  the  view  taken  by  Mr.  Armour  in  his 
work  on  rating,  and  affords  an  explanation  of 
the  practice  which  has  hitherto  prevailed.  The 
action  of  the  Assessor  of  Aberdeen  therefore  con- 
stitutes a new  departure,  which,  if  it  be  sus- 
tained, cannot  fail  to  have  very  wide-reaching 
results.  Personally,  I efinnot  but  regret  tins 
attempt  to  disturb  a practice  which  has  so  long 
prevailed , and  which,  but  for  the  difference  in 
the  incidence  of  the  various  rates  which  are 
levied  on  the  basis  of  the  Valuation  Roll,  would 
be  of  no  practical  importa/nce.  The  Parish 
Council,  however,  who  are  charged  with  the  duty 
of  levying  poor  and  school  rates,  find  it  in  their 
interests  that  every  kind  of  heritage  which  is 
capable  of  a separate  valuation  should  enter  the 
Roll.  The  higher  the  assessable  value  of  lands 
and  heritages  within  their  area,  the  lower  will 
be  the  rate  which  they  require  to  levy  in  order 
to  meet  a given  annual  expenditure,  and  as  the 
sewerage  rate  is  levied  upon  owners  only,  while 
the  poor  rate  is  payable  equally  by  owners  and 
occupiers,  the  inclusion  of  this  substantial  new 
item  hitherto  exempt  from  taxation  affects  the 
proportion  of  taxes  falling  to  be  contributed  by 
a large  body  of  individual  ratepayers.  It  is  not 
therefore  surprising  that  the  Parish  Council 
have  appeared  to  support  the  Assessor’s  appeal, 
and  indeed  it  is  perhaps  not  unfair  to  assume 
that  the  innovation  is  due  to  their  initiative.” 


“ The  alternative  argument  for  the  respon- 
dents was  that  the  drains  of  Aberdeen  are  per- 
tinents of  the  buildings,  and  that  their  value  is 
already  included  in  the  rental.  1 have  great 
sympathy  with  this  view.  The  rating  value  \of 
any  urban  tenement  must  to  some  extent  depend 
on  the  fact  that  it  is  connected  with  an  efficient 
drainage  system.  It  may  further  be  said  that 
the  modern  method  of  conveying  sewage  and 
surface  water  in  underground  pipes  is  merely  a 
civilised  substitute  for  the  gutters  by  means  of 
which  all  liquid  sewage  as  well  as  rain  water 
was  in  ancient  times  carried  away.  I am,  how- 
ever, unable  to  sustain  the  view  that  the  system 
of  sewers  constructed  by  the  Town  Council,  ana 
under  their  administration,  can  be  regarded  as 
a pertinent  of  the  buildings  which  they  drain. 
These  buildings  belong  to  other  proprietors,  and 
it  is  difficult  to  understand  how  the  property  of 
the  Corporation  can  be  regarded  as  pertinents  of 
the  properties  of  individual  citizens  of  Aberdeen. 
Whether  sewers  may  on  other  grounds  be  exempt 
from  assessment  is  not  a matter  with  which  we 
are  concerned.  Our  sole  duty  is  to  see  that  all 
land  and  heritages  enter  the  Valuation  Roll  at 
their  fair  annual  value.  It  is  worthy  of  note, 
however,  that  in  England  it  has  now  been  settled 
by  a decision  of  the  House  of  Lords  that  sewers, 
whether  overground  or  underground,  are  rate- 
able notwithstanding  that  they  had  enjoyed  an 
exemption  from  taxation  for  a period  of  several 
hundreds  of  years  (West  Kent  Main  Sewerage 
Board,  1911,  A.C.  171).” 

11  248.  (30)  In  Scotland  all  lands  and  heritages 
re  entered  in  the  Valuation  Roll  whether  they  are 
ateable  or  not,  whilst  in  England  and  Wales,  only 
ateable  heriditaments  are  included  in  the  Valuation 
lists.  The  entry  of  a subject  in  the  Valuation  Roll 
l Scotland  does  not,  therefore,  of  itself  establish 
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liability  to  local  rates;  all  that  the  Aberdeen  Case 
decided  was  that — as  sewers  came  under  the  head  of 
lands  and  heritages — they  must  find  a place  in  the 
Valuation  Roll. 

11.249.  (31)  The  question  of  liability  to  rating  as 
regards  sewers  has  not  been  contested  because  it  is 
not  of  vital  importance,  as  apart  from  minor  ques- 
tions of  incidence,  it  is  a domestio  matter  for  the 
local  authority,  consisting  largely  of  taking  money  out 
of  one  pocket  and  putting  it  into  another.  With  re- 
gard to  Income  Tax,  however,  the  local  authorities 
feel  that  the  burden  is  wholly  inequitable.  Represen- 
tations to  this  effect  have  been  made  to  the  Treasury, 
and  questions  have  been  asked  in  the  House  on  several 
occasions,  with  the  view  of  having  the  present  position 
of  the  matter  fully  considered  and  the  grievance 
removed.  One  local  authority  (Edinburgh  Corpora- 
tion), by  arrangement  with  the  other  large  burghs  in 
Scotland,  appealed  in  1914  against  the  charge,  and  the 
case,  which  is  regarded  as  a test  one,  is  still  pending. 

11.250.  (32)  The  following  reasons  are  adduced  in 
support  of  the  contention  that  public  sewers  should 
not,  in  the  public  interest,  be  assessed  to  Income 
Tax : — 

(а)  sewers  are,  as  a rule,  incapable,  from  their 

nature  and  on  account  of  the  statutory 
restrictions  upon  their  use,  of  being  let 
or  of  producing  any  rent.  In  other  words, 
they  have  no  “ valuable  ” occupation. 
They  are  in  this  way  analogous  to  public 
parks  (which  are  exempt  from  Property 
Tax).  They  are  vested  in  the  local  autho- 
rity solely  for  the  purpose  of  being  main- 
tained for  the  use  of  the  public;  they  may 
be  regarded  as  a necessary  adjunct  to  the 
properties  which  they  serve  and  any  value 
which  they  possess  is  reflected  in  the  assess- 
able value  of  such  properties. 

(б)  underground  sewers  do  not  occupy  land  so  as 

to  affect  its  character  as  a taxable  heredita- 
ment in  any  other  connection. 

(c)  The  obligation  to  provide  an  adequate  and 

efficient  system  of  sewerage  and  drainage 
within  their  areas  is  now  a duty  placed  by 
Statute  upon  local  authorities  as  part  of 
their  public  health  administration.  Such 
provision  is  essential  not  only  for  the  good 
of  the  local  inhabitants,  but  also  for  the 
protection  of  the  whole  community.  Every 
encouragement  should,  therefore,  be  given 
to  local  authorities  to  carry  out  their  duties 
in  this  respect  without  fear  of  incurring 
onerous  burdens  through  Imperial  taxation. 

( d ) Even  if  assessed  to  local  rates,  it  does  not 

follow  that  such  properties  as  public  sewers 
should  be  assessed  to  Income  Tax.  Assess- 
ment to  local  rates  of  property  owned  by 
local  bodies,  is  merely  a matter  of  local 
bookkeeping  or  of  incidence  of  rating. 
Waterworks  are  valued  and  appear  in  the 
Valuation  Roll,  but,  following  the  statutory 
directions,  the  Inland  Revenue  do  not  levy 
Income  Tax  assessments  on  the  rental  ap- 
pearing in  the  Valuation  Roll,  but  levy  the 
assessment  on  the  profits  arising  from  the 
salo  of  water,  apart  from  the  revenue 
arising  from  public  rates. 

Schedule  B. 

11.251.  (33)  The  assessment  of  properties  under 
vSchedule  B is  a matter  with  regard  to  which  it  is 
felt  that  some  alteration  of  existing  law  and  practice 
is  necessary.  [See  Par.  (2).]  In  many  cases  the  lands 
occupied  for  purposes  of  sewage  works,  as  distinct 
from  sewage  farms,  are  assessed,  under  this  Schedule 
as  well  as  under  Schedule  A,  although  no  income  what- 
ever is  derived  from  these  lands.  Tipping  lands  also 
are  frequently  assessed,  even  though  such  lands  are 
waste,  and  neither  produce  not  eatage  is  derived 
therefrom.  It  is  contended  that  it  was  never  the 
intention  of  Parliament  that  any  lands  other  than 
purely  farming  lands  should  be  liable  for  tax  under 
this  Schedule,  and  lands  which  have  no  connection 
either  directly  or  indirectly  with  farming,  horticul- 
ture or  afforestation,  should  be  exempt  from  taxation 
under  this  Schedule. 


Schedule  D. 

Matters  affecting  basis  of  assessments. 

11.252.  (34)  No  observations,  except  the  point  raised 
in  paragraph  (52).  [See  Par.  (3).] 

11.253.  (35)  It  is  understood  that  the  Commission 
have  heard  evidence  from  various  witnesses  with  re- 
gal'd to  the  basis  of  arriving  at  the  assessment  of 
profits  of  trades  or  businesses.  The  Institute,  there- 
fore, do  not  wish  to  submit  evidence  on  this  point, 
except  to  state  that  they  favour  a uniform  average 
in  respect  of  all  undertakings,  and  suggest  that  the 
average  period  of  three  years  should  be  the  basis  of 
assessment.  [See  Par.  (4).] 

11.254.  (36)  It  is  contended  that  the  cost  of  stamp- 
ing debentures  and  of  commission  for  introduction  of 
loans,  is  an  expense  properly  chargeable  against  the 
profits  in  arriving  at  the  assessments  upon  productive 
undertakings.  These  sums  are  not  allowed  to  be 
charged  against  capital  account,  and  would  be  deleted 
by  Parliamentary  Committee  or  Government  Depart- 
ment if  included  in  any  estimate  submitted  upon  an 
application  for  sanction  to  borrow  money.  [Sec 
Par.  (5).] 

11.255.  (37)  The  Institute  do  not  desire  to  make  any 
observations  with  regard  to  the  question  of  allowances 
for  wear  and  tear,  except  to  urge  that  allowances  for 
obsolescence  should  be  made  in  respect  of  obsolete 
machinery  or  plant,  whether  such  machinery  or  plant 
is  replaced  or  not,  on  the  ground  of  absolute  wastage 
of  the  asset.  " [See  Par.  (6).] 

11.256.  (38)  No  observations.  [See  Pars.  (7)  (8), 

11.257.  (39)  It  is  understood  that  the  Commission 
have  arranged  to  hear  witnesses  on  the  contention 
that  sums  received  for  the  sale  of  grave  spaces  in  con- 
nection with  cemeteries  and  crematoria  should  not  be 
taxable,  and  the  Institute  desire  generally  to  support 
this  contention.  [See  Par.  (10).] 

The  Leeds  Case. 

11.258.  (40)  The  Inland  Revenue  Department  have 
always  contended  that  the  various  rating  funds  of 
each  local  authority  should  be  regarded  as  separate 
entities,  and  this  contention  was  upheld  by  the  House 
of  Lords  in  the  Leeds  Case  of  1913.  In  this  case  a 
great  deal  depended  upon  the  provisions  and  interpre- 
tation of  the  Local  Acts,  and  the  question  raised  was 
as  follows : — 

11.259.  (41)  There  were  two  rate  funds,  the  City  (or 
Borough)  Fund,  and  the  Consolidated  Fund.  At- 
tached to  the  former  were  the  tramways,  gas  and 
water  undertakings,  and  to  the  latter  the  electricity 
and  markets  undertakings.  The  profits  from  the 
tramways,  gas  and  water  undertakings  were  more  than 
sufficient  to  pay  the  interest  on  the  loans  raised  for 
those  undertakings  and,  in  addition,  all  dividends  and 
interest  payable  out  of  the  City  Fund.  On  the  other 
hand,  the  taxed  income  of  the  Consolidated  Fund, 
including  the  profits  of  the  electricity  and  markets 
undertakings  was  less  than  the  interest  paid  out  of 
the  Consolidated  Fund. 

11.260.  (42)  The  Corporation  sought  to  apply  the 
balance  of  the  surplus  profits  of  the  three  under- 
takings belonging  to  the  City  Fund  as  ,a  further 
set-off  against  the  dividends  and  interest  payable  out 
of  the  Consolidated  Fund,  contending  that  the  whole 
of  their  accounts  should  be  pooled  and  that  the 
liability  to  Income  Tax  should  be  based  upon  the 
total  profits  and  property,  deducting  losses,  if  any,  or 
upon  the  total  interest,  whichever  was  the  greater. 
In  other  words  they  claimed  to  be  regarded  as  one 
person  and  not  two. 

11.261.  (43)  A decision  in  favour  of  the  Crown 
was  given  by  Mr.  Justice  Hamilton,  but  was  re- 
versed by  a majority  of  the  Court  of  Appeal.  The 
House  of  Lords  decided,  unanimously,  that  the 
Corporation  had  not  the  power  under  their  local 
Acts  to  pool  the  two  funds  in  the  manner  proposed. 

11.262.  (44)  The  effect  of  the  judgments  delivered 
in  the  House  of  Lords  is  that  local  authorities  can- 
not, for  Income  Tax  purposes,  pool  the  whole  of 
their  accounts,  irrespective  of  specifio  statutory  pro- 
visions, but  that  regard  must  bo  had  to  the  obliga- 
tions and  powers  contained  in  the  local  or  other  Acts 
under  which  the  various  undertakings  are  acquired 
or  established;  that  the  income  of  each  undertaking 
must  be  utilised  in  meeting,  seriatim,  the  obligations 
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imposed  thereon  by  the  Act,  and  that  any  remaining 
surplus  can  only  be  applied  in  relief  of  such  rate  or 
rates  as  may  be  authorized  by  the  local  or  general 
Act  governing  the  undertaking.  So  that  a local 
authority,  in  the  absence  of  specifio  powers  to  that 
effect,  is  not  entitled  to  set  off  the  surplus  taxed 
income  arising  in  respect  of  an  undertaking  secured 
upon  the  Borough  Fund  against  the  liability  in  respect 
of  interest  on  loans  secured  upon  the  Consolidated 
(or  District)  Fund,  and  vice  versa. 

11.263.  (45)  The  same  principle  is  held  to  apply 
to  cases  of  differential  rating  within  a county  or 
other  area.  Thus,  the  London  County  Council, 
which  levies  a special  County  rate  for  certain  pur- 
poses, from  which  the  parishes  in  the  City  of  London 
are  exempt,  is  held  to  be  two  persons  or  entities  for 
the  purposes  of  Income  Tax,  and  is  unable  to  apply 
the  surplus  taxed  profits  of  its  tramways  (which  are 
a Special  County  Purpose)  to  meet  interest  on  any 
debt  except  that  created  for  special  county  purposes, 
notwithstanding  the  fact  that  every  ratepayer  who 
pays  the  special  county  rate  also  pays  the  general 
county  rate. 

11.264.  (46)  On  the  basis  of  the  law  as  laid  down 
by  the  House  of  Lords,  a satisfactory  arrangement 
has  been  made  by  the  Institute  with  the  Inland 
Revenue  Department,  for  carrying  out  the  principles 
enunciated  in  the  judgments,  but  the  Institute  desire 
to  raise  before  the  Commission  the  substantial  ques- 
tion which  was  decided  against  local  authorities  in 
the  Leeds  case,  because  they  are  of  opinion  that  it  is 
unsound  in  principle  and  inequitable  in  practice. 

11.265.  (47)  The  position  is  aggravated  by  the  fact 
that  it  is  purely  accidental  which  rating  fund  an 
undertaking  is  attached  to,  for  in  no  two  towns  are 
the  conditions  identical.  In  many  towns  the  water 
undertaking  is  connected  with  the  Borough  Fund 
and  Rate,  whilst  in  others  this  undertaking  is  part 
of  the  District  Fund  and  Rate;  similarly  with  regard 
to  gas,  tramways  and  electricity  undertakings.  More- 
over, in  certain  towns,  although  a productive  under- 
taking may  be  specifically  attached  to  one  or  other 
of  the  rating  funds,  power  is  granted  to  apply  the 
surplus  profits  to  the  relief  of  either  rate.  So  far  as 
non-productive  departments  are  concerned,  there  is 
also  very  little  uniformity.  In  some  towns  the  cost 
of  parks  is  charged  to  District  Fund  and  Rate,  and 
in  others  to  Borough  Fund  and  Rate,  and  similarly 
with  hospitals,  baths,  sewage,  and  many  other  depart- 
ments. Again,  several  towns  have  recently  obtained 
power  by  local  Act  to  levy  one  rate  ouly ; among 
these  may  be  mentioned  Manchester,  Leeds,  Bir- 
mingham, Southport,  Lancaster,  &c.,  and  in  these 
towns,  therefore,  no  empirical  or  artificial  division 
of  separate  rating  funds  exists  such  as  obtains  in  the 
towns  where  two  or  more  rates  are  levied. 

11.266.  (48)  Very  little  difficulty  is  experienced _ in 
obtaining  this  power  from  Parliament,  thus  proving 
that  Parliament  recognizes  a local  authority  as  one 
body,  and  not  a number  of  separate  bodies  corres- 
ponding to  the  number  of  rates  levied. 

11.267.  (49)  The  artificial  division  of  a local  autho- 
rity into  two  or  niore  entities  affects  local  authorities 
adversely  in  various  directions  in  connection  with 
the  assessment  to  Income  Tax. 

11.268.  (50)  In  the  calculation  of  profits  upon  sale 
of  commodities  to  non-productive  departments,  the 
sales  to  non-productive  departments  of  the  same  fund 
only  are  deleted.  [See  Par.  (11).]  Thus,  if  the 
water  undertaking  is  connected  with  the  Borough 
Fund,  and  a sale  is  made  to  a department  connected 
with  the  District  Fund,  it  is  regarded  as  a sale  to 
another  person  and  Income  Tax  is  required  to  be 
paid  upon  the  profit.  It  is  contended  that  this  is 
against  the  general  principle  of  section  40  of  the 
Income  Tax  Act  of  1842  (now  the  first  of  the  General 
Rules  of  the  Income  Tax  Act,  1918),  which  is  that 
a corporate  body  shall  be  regarded  as  a person. 

11.269.  (51)  The  assessments  for  bank  interest  upon 
the  rating  funds  are  made  separately  for  each  fund, 
and  where  there  is  an  amount  of  bank  interest  earned 
upon  one  fund  a separate  assessment  is  made  not- 
withstanding the  fact  that  in  respect  of  the  other 
fund  or  funds  the  net  position  of  the  bank  account 
shows  that  bank  interest  is  payable.  [/See  Par  (12).] 
Local  authorities  contend  that  in  accordance  with  the 
principle  laid  down  in  section  40,  the  whole  of  their 
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accounts,  irrespective  of  fund,  should  be  pooled  in 
arriving  at  the  assessment  for  bank  interest,  exactly 
as  in  the  case  of  an  individual  or  company. 

11.270.  (52)  Local  authorities  have  the  right  to 
set  off  losses  against  profits  only  in  respect  of  under- 
takings connected  with  the  same  rating  fund,  and  it 
is  contended  that  they  should  have  the  same  right 
as  private  traders  and  public  companies  to  set  off 
against  the  profits  of  any  one  undertaking  the  losses 
on  others,  irrespective  of  the  rating  funds  with  which 
the  undertakings  may  be  associated.  [See  Par.  (13).] 

11.271.  (53)  Local  authorities  contend  that  in  the 
preparation  of  the  statements  to  ascertain  the  amount 
of  liability  (if  any)  to  account  for  the  tax  deducted 
by  them  from  interest  on  loans  in  respect  of  the 
rating  funds,  the  whole  of  the  accounts  should  be 
pooled  irrespective  of  the  separate  funds.  It  is  a 
serious  anomaly  that  one  authority  which  has,  under 
its  local  Acts,  obtained  power  to  levy  one  consolidated 
rate  should  have  an  advantage  in  this  direction  over 
other  authorities  which  have  no  such  power ; also,  as 
previously  pointed  out,  there  is  practically  no  uni- 
formity in  the  allocation  of  undertakings  to  rating 
funds  in  the  various  authorities  throughout  the 
country.  [.S'ee  Par.  (14).] 

11.272.  (54)  No  observations.  [See  Par.  (15)-] 

11.273.  (55)  In  the  computation  of  the  surplus 
profits,  the  Inland  Revenue  Department  (following 
the  decision  in  the  Leeds  Case)  contend  that  all  pay- 
ments required  to  be  made  out  of  such  profits,  in 
accordance  with  the  statutory  powers  under  which  the 
undertakings  are  established,  constructed,  and  ac- 
quired, must  be  deducted  from  such  profits,  and  only 
the  balance  applied  towards  the  liability  upon  the 
interest  on  loans  of  the  non-productive  departments. 
[See  Par.  (16).] 

11.274.  (56)  The  Acts  under  which  the  undertakings 
are  established  and  conducted,  almost  invariably  pro- 
vide for  the  formation  of  a sinking  fund  for  the  pur- 
pose of  liquidating  the  moneys  borrowed  for  the  estab- 
lishment and  extension  of  the  undertakings,  and  the 
Inland  Revenue  Department  insist  that  in  arriving 
at  the  “ surplus  profits  ” of  productive  undertakings 
available  for  “ set-off  ” against  the  interest  liability 
upon  the  non-productive  departments,  the  amount  of 
sinking  fund  contribution  shall  be  deducted  (or  any 
allowance  for  depreciation  whichever  is  the  greater) 
as  well  as  the  interest,  where  the  Acts  specifically  pro- 
vide that  such  contributions  are  to  be  made  out  of 
the  profits. 

11.275.  (57)  In  regard  to  the  deduction  of  the  sink- 
ing fund  contribution,  however,  local  authorities  con- 
tend that,  although  this  position  is  legally  supported 
by  the  judgment  of  the  House  of  Lords  in  the  Leeds 
Case,  it  is  another  instance  of  the  disadvantage  of  the 
local  authority  in  connection  with  assessment  to  In- 
come Tax  as  compared  with  the  private  taxpayer.  A 
person  who  borrows  money  either  upon  the  security  of 
his  property,  or  upon  a simple  note  of  hand,  is  allowed 
to  retain  the  tax  upon  the  amount  of  interest  paid  if 
such  interest  is  less  than  the  amount  of  tax  upon  his 
profits,  no  matter  what  his  obligations  (legal  or  other- 
wise) are  for  the  repayment  of  the  money,  and  apart 
altogether  from  the  fact  as  to  whether  his  total  profits 
are  sufficient  to  cover  any  instalment  of  the  loan 
which  may  be  due;  it  is  felt  that  local  authorities 
should  not  be  placed  in  any  wor«p.  position  because 
they  are  under  an  obligation  to  make  annual  pro- 
vision for  the  liquidation  of  their  debt.  The  present 
position  is  in  many  cases  equivalent  to  taxing  the 
authorities  upon  the  amount  of  their  sinking  fund  con- 
tributions. 

11.276.  (58)  Anomalies  arise  in  this  connection 
because  many  local  Acts,  particularly  those  of  the 
middle  of  last  century,  do  not  make  any  specific  pro- 
vision for  the  annual  payments  for  the  liquidation  of 
debt  to  be  made  out  of  the  income  of  the  undertaking, 
in  which  case,  of  course,  no  deduction  is  made  from 
the  profits  available  for  “ set-off.”  The  position, 
therefore,  arises  that  in  one  town  where  the  Acts  do 
not  make  such  specific  provision,  the  profits  of  an 
undertaking  are  available  as  a “ set-off  ” without 
regard  to  the  sinking  fund  contribution,  whilst  in 
another  town  where,  in  respect  of  a precisely  similar 
undertaking,  statutory  provision  is  made  for  the  pay- 
ment to  be  made  out  of  the  profits,  the  net  amount 
only  is  available  as  “set-off,” 
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1-1*277.  (59)  Local  authorities  are  not  allowed  to 
treat  as  a set-off  against  liability  for  rating  fund 
interest  the  taxed  interest  received  by  them  on  in- 
vestments of  statutorily  accumulating  sinking  funds 
and  reserve  funds.  [See  par.  (17).]  These  invest- 
ments are  made  by  local  authorities  pending  the  time 
when  the  amounts  must  be  forthcoming  for  the  pur- 
pose for  which  they  were  contributed,  and  the  interest 
thereon  is  paid  into  the  respective  funds  concerned,  to 
maintain  them  at  the  necessary  actuarial  level.  The 
Inland  Revenue  Department  contend  that  as  it  is  in 
accordance  with  a statutory  requirement  that  these 
moneys  are  accumulated,  and  that  as  the  amounts  are 
not,  in  fact,  available  for  the  payment  of  the  rating 
fund  interest,  the  taxed  interest  received  cannot  be 
regarded  as  a “ set-off.”  A similar  contention  is 
raised  in  the  case  of  statutory  reserve  funds  in  con- 
nection with  productive  undertakings,  but  in  the  case 
of  a reserve  fund  provided  other  than  under  statu- 
tory obligation  no  objection  is  raised  to  the  taxed 
interest  on  the  investments  being  utilised  as  a “ set- 
off,” although  there  is  no  difference  in  the  character  of 
the  two  reserve  funds,  nor  is  objection  raised  where 
the  interest  earned  by  the  investments  of  the  sinking 
fund  is  applied  to  the  payment  of  interest  on  the 
stock  or  mortgage  loans. 

11.278.  (60)  Local  authorities  contend  that  here 
again  the  Inland  Revenue  Department  are  taking 
advantage  of  the  peculiar  statutory  provisions  by 
which  the  local  authorities  are  governed.  The  in- 
terest received  is  taxed  income  of  the  authority, 
irrespective  of  the  purpose  to  which  it  is  applied,  and 
in  similar  circumstances  an  individual  or  company 
would  be  allowed  to  set  off  the  amount  against  any 
other  liability  for  Income  Tax. 

11.279.  (61)  The  effect  of  the  contention  of  the 
Inland  Revenue  Department  is  that  the  amount  of 
sinking  fund,  etc.,  contributions  at  the  percentage 
rates  prescribed  by  Statute,  or  the  controlling  Govern- 
ment Department,  are  insufficient  to  provide  what  is 
actuarially  necessary,  because  the  accumulating  in- 
terest is  decreased  by  the  amount  of  tax  deducted,  and 
it  is,  therefore,  necessary  to  make  a further  contribu- 
tion equivalent  to  such  amount  of  tax. 

11.280.  (62)  No  observations.  [See  par.  (18).] 

11.281.  (63)  A further  example  of  the  advantage 
taken  by  the  Inland  Revenue  Department  of  the  pro- 
visions of  the  enactments  relating  to  the  activities  of 
local  authorities,  arises  in  connection  with  the 
Schedule  A assessment  upon  houses  erected  under  Part 
I of  the  Housing  of  the  Working  Classes  Act,  1890. 
[See  par.  (19).]  By  Section  24  of  that  Act,  the 
receipts  of  the  authority  under  Part  I.  are  to  be  paid 
into  a fund  called  the  “ Dwelling  House  Improvement 
Fund,”  from  which  the  expenditure  in  respect  of  the 
scheme  is  to  be  defrayed.  Any  deficiency  of  the  fund 
is  to  be  met  out  of  the  local  rates,  whilst  any  balances 
of  profit  made  by  the  local  authority  under  Part  I. 
are  applicable  to  any  purpose  to  which  the  local  rate 
is  for  the  time  being  applicable.  The  Inland  Revenue 
Department  claim,  however,  that  as  only  the  balances 
of  profit  are  to  be  carried  to  the  rates,  all  expenditure 
under  Part  I.  of  the  Act  must  be  charged  against  the 
net  Schedule  A assessment  before  any  “ set-off  ” may 
be  applied  against  the  interest  on  loans  in  respect  of 
the  non-productive  departments  of  the  fund  to  which 
tho  profits  may  be  transferred ; consequently  if  the 
assessment  under  Schedule  A of  the  dwelling-houses  is, 
say,  £400,  the  interest  £300,  and  the  sinking  fund  con- 
tribution £200,  no  balance  is  available  for  “ set-off  ” 
against  the  general  interest  liability  of  the  authority. 
In  regard  to  schemes  under  Parts  II.  and  III.  of  the 
same  Act,  no  such  provision  is  made  (except  as  regards 
local  authorities  in  the  Administrative  County  of 
London,  and  also,  under  certain  circumstances,  in  the 
case  of  Rural  District  Councils),  and  consequently, 
where  the  Schedule  A assessments  in  respect  of  the 
houses  under  these  parts  exceed  the  interest,  the  whole 
of  the  difference  may  be  taken  as  a “set-off”  against 
the  general  interest. 

11.282.  (64)  In  connection  with  the  foregoing  the 
following  contentions  are  made  on  behalf  of  local 
authorities,  namely : — 

(a)  that  a Municipal  Corporation  or  similar  local 
authority  should  be  regarded  for  the  pur- 
pose of  taxation  as  one  corporate  body  and 


entity  with  powers  under  different  Acts, 
and  not,  as  a number  of  bodies,  depending 
upon  the  number  of  its  separate  rating 
funds. 

(6)  that  the  following  rules  (selected  from  those 
agreed  between  tho  Inland  Revenue  and 
the  Institute),  while  necessary  for  carrying 
out  the  judgments  of  the  House  of  Lords, 
show  that  the  present  arrangements  are  un- 
sound  in  principle — 

(i)  the  separate  funds  of  a local  authority 
are  to  be  treated  as  a separate  and 
distinct  legal  entities. 

(ii.)  each  fund  is  to  be  assessed  according 
to  the  rules  for  the  assessment  of 
persons. 

(iii.)  payments  or  transfers  from  one  fund 
to  another  are  to  be  treated  as  real 
transactions  and  not  as  mere  book 
entries. 

(iv.)  one  fund  can  trade  with  another  and 
can  borrow  frpm  or  lend  to  another 
at  interest. 

(v.)  the  number  of  funds  to  be  dealt  with 
separately  for  Income  Tax  purposes 
is,  as  a rule,  to  be  determined  by 
the  number  of  rates  levied  or 
leviable. 

(c)  that  the  taxable  income  of  the  authority  should 

be  regarded  as  a whole,  and  its  right  to 
retain  tax  deducted  from  interest  paid  to 
its  creditors  should  be  similarly  regarded ; 
in  other  words,  both  sides  of  the  account 
should  be  pooled. 

( d ) that  in  this  respect  the  authority  should  be 

treated  in  the  same  manner  as  a private 
individual  who,  for  Income  Tax  purposes, 
is  allowed  to  aggregate  all  his  business 
undertakings. 

(c)  that  the  adjustment  of  rating  burdens  among 
the  different  classes  of  ratepayers,  or  the 
ratepayers  of  different  districts  within  the 
area  of  a local  authority,  is  a matter  in- 
ternal to  the  local  authority  and  should  not 
affect  its  liability  to  Income  Tax. 

(/)  that  it  is  unsound  in  principle  for  the  rights 
of  the  Crown  to  be  affected  by  the  internal 
rating  arrangements  of  a local  authority, 
which  can  be  altered  by  a private  Act  of 
Parliament,  and  even  in  some  cases  by 
agreements  made  under  existing  statutory 
powers. 

The  London  County  Council  Case  (1907). 

11.283.  (65)  Following  the  decision  in  the  London 
County  Council  Case  (1907)  a local  authority  is  not 
allowed  (subject  to  one  or  two  exceptions)  to  claim  as 
a “ set-off  ” against  its  rating  fund  interest  the 
amount  of  Schedule  A assessment  upon  properties  in 
the  occupation  of  non-productive  departments.  [See 
par.  (20).] 

11.284.  (66)  The  question  raised  by  this  case  was 
whether  a local  authority  which  occupies  property 
purchased  out  of  borrowed  money  ( e.g .,  money  raised 
by  issue  of  stock  or  by  mortgage  of  property  or  rates) 
has  the  right  to  deduct  and  retain  Income  Tax  from 
the  interest  payable  to  the  stockholder  or  mortgagee 
equivalent  to  the  tax  paid  on  the  annual  value  of  the 
property  occupied.  In  other  words,  is  a local  authority 
entitled  to  the  same  rights  as  an  individual  who  has 
mortgaged  the  property  he  occupies  and  is  allowed 
to  retain  tax  deducted  by  him  from  the  interest  which 
he  pays  to  the  mortgagee. 

11.285.  (67)  A decision  given  by  the  House  of  Lords 
in  1900,  in  the  London  County  Council’s  earlier  In- 
come Tax  case,  established  tho  Council’s  right  to  re- 
tain out  of  the  tax  deducted  from  the  dividends  paid 
to  holders  of  the  Council’s  stock  sums  equal  to  the 
amount  of  the  tax  deducted  by  local  authorities  when 
paying  interest  to  the  Council  on  loans  advanced,  and 
to  the  amount  of  the  tax  allowed  to  tenants  of  pro- 
perty belonging  to  the  Council,  or  paid  direct  by  the 
Council  in  respect  of  such  property.  The  important 
question  decided  by  the  second  case  was  whether  the 
Council  was  entitled  also  to  retain  from  the  tax 
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deducted  from  the  dividends  an  amount  equal  to  the 
tax  paid  under  Schedule  A on  the  annual  value  of 
property  in  its  own  occupation,  having  regard  to  the 
fact  that  such  property  had  been  paid  for  out  of 
money  raised  by  loan. 

11.286.  (68)  In  the  former  case  the  interest  and 
rents  received  are  actually  applied  in  the  payment 
of  the  dividends  and  interest.  As  regards  property 
in  the  occupation  of  local  authorities,  however,  there 
is  obviously  no  income  therefrom  which  could  in  fact 
be  so  applied.  But  as  regards  private  individuals  the 
law  makes  no  distinction  between  mortgaged  pro- 
perty which  produces  rent  to  the  owner  and  mort- 
gaged property  in  which  the  owner  resides,  and  which 
is,  therefore,  incapable  of  producing  actual  income  to 
him.  In  both  cases  the  owner,  when  paying  interest 
to  the  mortgagee,  is  entitled  to  retain  so  much  of 
the  tax  as  has  been  deducted  by  him  from  the  in- 
terest, because  he  has  already  paid  the  tax  under 
Schedule  A on  the  full  annual  value  of  the  property, 
either  by  allowing  it  to  his  tenant,  or  by  direct  pay- 
ment to  the  tax-collector,  and  is  liable  for  tax  only 
upon  the  amount  of  his  beneficial  interest  in  the 
property.  The  Council  contended  that  local  authori- 
ties were  entitled  to  like  treatment  with  the  private 
mortgagor  in  this  respect. 

11.287.  (69)  Mr.  Justice  Channell,  in  the  King’s 
Bench  Division  (28th  June,  1904),  decided  in  favour 
of  the  London  County  Council.  His  judgment  was 
supported  unanimously  by  the  Court  of  Appeal  (8th 
June,  1905),  but  was  reversed  by  the  House  of  Lords 
(19th  March,  1907). 

11.288.  (70)  The  following  illustration  shows  how 
the  present  law  operates.  Let  it  bo  assumed  that  a 
local  authority  rents  a property  worth  £1,000,  with 
an  annual  value  of  £50,  for  the  purpose  of  carrying 
on  its  work.  Tax  would  be  payable  under  Schedule 
A on  the  £50  by  the  local  authority  as  occupier,  but 
would  be  deducted  from  the  rent  paid  to  the  landlord. 
The  landlord,  not  the  local  authority,  would  thus  bear 
the  burden  of  the  tax,  and  the  Crown  would  get  the 
tax  once.  Let  it  be  further  assumed  that  the  local 
authority,  in  course  of  time,  purchases  the  property 
for  £1,000,  providing  the  money  by  a loan  at  5 per 
cent.,  thus  incurring  a charge  for  interest  of  £50 
a year.  The  local  authority  would  still  have  to  raise 
£50  a year  by  rate  in  order  to  pay  interest  (instead 
of  rent)  and,  as  occupier  of  the  property,  would  be 
assessed  to  tax  under  Schedule  A as  before.  The 
local  authority  would  not,  however,  be  in  enjoyment 
of  the  annual  value  of  the  property  for  the  possession 
of  it  would  have  involved  a charge  in  favour  of  the 
person  lending  the  money,  who  would,  therefore,  be 
the  proper  person  to  bear  the  burden  of  the  tax. 
Under  the  provisions  of  the  Inoome  Tax  Acts  the 
local  authority  would  deduct  tax  from  the  £50  in- 
terest paid  to  the  stockholder,  but  would  not  be 
allowed  to  retain  it ; the  tax  so  deducted  would  have 
to  be  handed  over  to  the  Crown,  who  thus  receives  tax 
on  two  sums  of  £50,  once  under  Schedule  A on  the 
annual  value  of  the  property,  and  again  on  the 
interest  paid  on  the  loan  raised  to  purchase  the 
property.  Thus  the  Crown  would  get  the  tax  twice 
instead  of  once,  and  the  local  authority  would  have 
to  pay  tax,  although  not  really  in  enjoyment  of  the 
annual  value  of  the  property.  In  both  cases  the  £50 
payable  by  the  local  authority  would  be  provided  out 
of  the  rates,  and  it  is  contended  that  there  is  no 
valid  reason  why  it  should  pay  tax  in  the  latter  case 
and  not  in  the  former. 

11.289.  (71)  The  Lord  Chancellor,  in  giving  judg- 
ment said : — 

“ And  on  the  rates  (Qy.  interest)  which  the 
Council  pays  over  to  its  creditors,  it  is  bound 
by  the  proviso  at  the  end  of  section  102  of  the 
Act  of  1842,  to  deduct  the  tax  and  pay  it  over 
to  the  Crown.  It  is  said  that  the  effect  of  this 
conclusion  will  be  to  tax  the  same  income  twice 
over.  I cannot  see  thiB.  The  County  Council 
pays  tax  on  £118,000  annual  value  of  their  own 
land  which  they  occupy.  The  holders  of  con- 
solidated stock  pay  tax  on  £118,000  annual  in- 
terest of  the  debt  due  to  them  from  the  County 
Council.  It  seems  to  me  that  the  two  incomes 
are  different,  the  persons  who  receive  and  enjoy 


them  are  different,  and  the  persons  who  pay 
Income  Tax  on  these  two  incomes  respectively  arc 
also  different.” 

11.290.  (72)  It  is  submitted  that  these  are  equally 
“ two  incomes  ” in  the  ordinary  case  of  the  occupier 
and  the  mortgagee,  but  tax  is  only  paid  on  one,  viz., 
that  of  the  mortgagee;  the  occupier  does  not  pay 
because  he  is  not  the  beneficial  owner.  Why  should 
the  local  authority  in  like  case' pay  tax? 

11.291.  (73)  Lord  Macnaghten,  in  concurring, 
said : — 

“Take  the  present  case:  The  property  in 
hand,  which  is  valued  at  £118,000  a year,  has 
never  contributed,  and  so  long  as  the  Council 
use  it  for  their  statutory  purposes,  never  will 
contribute  a single  penny  towards  the  payment 
of  interest  on  Metropolitan  Stock.  The  property 
in  the  actual  occupation  of  the  Council  is  worth 
to  them  for  all  practical  purposes  just  as  much 
as  if  it  were  not  charged  at  all.  The  learned 
Master  of  the  Rolls,  with  whom  his  two  colleagues 
agreed,  follows  Channell,  J.  He  rests  his  con- 
clusion on  Lord  Davey’s  observations.  ‘ It  is 
clear,’  he  says,  ‘ from  Section  60,  Rule  X,  as 
explained  by  Lord  Davey,  that  the  real  income 
of  an  owner  of  incumbered  property  is  the 
annual  income  of  the  property  less  the  interest 
on  the  incumbrance.’  So  it  is,  if  the  incumbered 
owner  pays  the  interest  out  of  his  own  pocket. 
But  the  case  is  different  if  the  interest  is  dis- 
charged from  some  other  source  and  the  owner 
is  free.  His  Lordship  then  goes  on  to  say,  ‘ the 
Crown  cannot  demand  the  tax  twice  on  the  same 
income.’  ‘ It  follows,  therefore,’  he  adds,  ‘ that 
the  Crown,  having  received  Income  Tax  once 
under  Schedule  A on  the  full  annual  value  of 
the  property  in  question,  can  have  no  possible 
right  to  receive  it  a second  time.’  The  answer 
is  that  the  Crown  does  not  receive  it  or  claim 
to  receive  it  a second  time.  It  receives  the  tax 
only  once.  But  if  the  contention  on  the  part 
of  the  Council  were  to  prevail,  there  might  be 
taxable  income — income  plainly  taxable,  and  yet 
the  Crown  would  receive  no  tax  upon  it  at  all. 
Let  me  put  the  case.  I leave  out  of  considera- 
tion the  property  belonging  to  the  Council 
which  produces  income.  That  does  not  affect 
the  question.  I will  assume  the  dividend  on 
Metropolitan  Stock  to  be  £100,000  a year.  Then 
if  the  Council  have  no  property  in  their  own 
occupation  and  the  dividend  is  raised  entirely  by 
rates,  the  Crown  gets  Income  Tax  on  the  whole 
of  the  dividend.  But  if  the  Council  proceed  to 
acquire  property  for  their  accommodation,  the 
tax  on  the  dividend  receivable  by  the  Crown 
gets  less  and  less  until  it  vanishes  altogether,  if 
and  when  the  annual  value  of  the  property  in 
hand  assessed  under  Schedule  A reaches 
£100,000.  The  property  itself  pays  tax  under 
Schedule  A,  whoever  may  be  the  owner  and 
occupier.  The  point  is  that  the  Crown  loses 
the  tax  on  the  dividend  if  the  tax  when  collected 
goes  to  recoup  the  Council  for  what  they  pay 
under  Schedule  A.  In  my  opinion  the  Crown 
is  entitled  to  receive  the  whole  of  the  income 
tax  on  the  rates  applied  in  or  towards  the  satis- 
faction of  the  dividend  on  Metropolitan  Stock. 
It  seems  to  me  that  the  judgment  of  the  Court 
of  Appeal  must  be  reversed,  and  an  order  made 
on  the  information  for  payment  of  the  sum 
claimed  by  the  Crown,  and  the  Council  must  pay 
the  costs  both  here  and  below.” 

11.292.  (74)  It  is  submitted  that  Lord  Macnaghten 
apparently  overlooked  the  all-important  fact  that 
the  result  of  the  Council  proceeding  to  acquire  or 
construct  further  property  for  their  occupation  would 
be,  pro  tanto,  to  create  more  consolidated  stock,  and, 
consequently,  to  increase  the  dividends  payable  on 
such  stock. 

11.293.  (75)  If  the  Council  were  paying  £100,000 
in  dividends  out  of  money  raised  by  rates,  and  were 
to  acquire  or  construct  property  representing  an 
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annual  value  of  £20,000,  the  Crown  would,  accord- 
ing to  the  Council’s  contention,  get  tax  upon 
£120,000,  i.e.,  on  £100,000  by  taxation  of  the 
dividends,  and  on  £20,000  by  taxation  under 
Schedule  A of  the  newly  acquired  or  constructed 
property  and  not  on  £80,000  as  supposed.  The 
Council  having  paid  tax  on  £20,000  by  assessment 
under  Schedule  A would  claim  that  it  was  entitled 
to  retain  an  equivalent  sum  out  of  £120,000  divi- 
dends, paying  over  tax  on  £100,000  only.  The 
decision  of  the  House  of  Lords,  however,  gives  the 
Crown  tax  on  £20,000  and  on  the  full  £120,000  as 
well. 

11,294.  (76)  The  contentions  put  forward  on  behalf 
of  local  authorities,  under  this  part  of  the  case,  are 
as  follows : — 

(а)  that  local  authorities  should  have  the  right 

possessed  by  the  occupier  of  mortgaged 
property  of  retaining  the  tax  deducted  by 
him  from  interest  paid  to  the  mortgagee 
because  they  are  not,  to  the  extent  of  the 
interest  so  paid,  the  beneficial  owners  of 
the  property; 

(б)  that  as  this  right  does  not,  in  the  case  of  the 

private  individual,  depend  upon  whether 
in  fact  the  interest  on  the  loan  is  paid  out 
of  income  arising  from  the  property,  the 
right  to  retain  the  tax  deducted  by  local 
.authorities  from  interest  should  not  be 
limited  to  interest  paid  in  fact  out  of  such 
income ; 

(c)  that  as  the  “ annual  value  ” of  property  in 

occupation  is  deemed  to  be  income  for’  the 
purpose  of  assessment  to  Income  Tax,  it 
should  be  deemed  to  be  income  for  the 
purpose  of  estimating  the  rights  of  local 
authorities  to  reclaim  the  tax  deducted 
from  income  charged  thereon;  in  other 
words,  for  recoupment  as  well  as  for 
charge ; 

(d)  that  the  present  position  depends  upon  the 

construction  of  an  Act  of  Parliament 
rather  than  upon  sound  principles.  As  the 
Lord  Chancellor  said  in  the  Leeds  Case 
(p.  17  of  the  proceedings) — “ One  can  con- 
ceive the  Act  of  Parliament  might  have 
said  your  occupation  of  your  property  is 
beneficial;  it  is  equivalent  to  your  receiv- 
ing so  much  money  ”; 

(e)  that  the  fact  of  local  authorities  being  the 

possessors  of  other  income,  viz.,  the  rates 
(which  are  untaxed)  is  immaterial.  ( See 
Lord  Davey’s  judgment  in  the  first  London 
County  Council  Case); 

(/)  that  the  right  to  retain  tax — which  is  con- 
ceeded  in  the  case  of  all  properties  occu- 
pied in  connection  with  the  undertakings 
of  local  authorities  assessed  under 
Schedule  D — should  be  extended  to  all 
properties  occupied  by  local  authorities  for 
other  purposes  on  which  tax  under 
Schedule  A has  been  paid ; 

(ff)  that  the  Crown  is  not  entitled  to  tax  twice 
over  upon  what  is  the  same  subject  matter 
or  income; 

(h)  that  tax  deducted  from  chief  rents  (and  in 
Scotland  feu-duties)  paid  in  respect  of  un- 
productive property  in  the  occupation  of 
local  authorities  should  be  regarded  pre- 
cisely as  tax  deducted  from  loan  interest. 

Superannuation  and  Thrift  Funds. 

11,295.  (77)  The  Institute  do  not  desire  to  submit 
again  in  detail  the  arguments  placed  before  the 
Commission  by  the  representative  of  a large  number 
of  bodies  interested  in  superannuation  and  thrift 
funds  in  support  of  the  contention  that  these  funds 
should  be  exempt  from  taxation  ; these,  however  have 
been  carefully  examined  by  the  Institute,  and  we 
endorse  them  so  far  as  they  affect  the  superannua- 
tion funds  of  local  authorities.  There  does  not  appear 
to  be  any  tangible  reason  why  these  funds  should  not 


be  brought  into  line  with  the  police  pension  funds, 
which  (as  distinct  from  the  individual  pensions  re- 
ceived by  the  beneficiaries)  are  free  from  taxation. 
[See  Par.  21.] 

Summary  of  claims. 

11,296.  (78)  The  following  is  a summary  of  the 
claims  made  on  behalf  of  local  authorities,  viz. : — 

(a)  that  a Municipal  Corporation  or  similar  local 

authority  should  be  treated  as  one  corpor- 
ate body  and  entity,  and  not  as  a num- 
ber of  bodies  depending  upon  the  number 
of  its  separate  rating  funds; 

(b)  that  the  taxable  income  of  a local  authority 

should  be  regarded  as  a whole,  and  its 
right  to  retain  tax  deducted  from  the  in- 
terest paid  to  its  creditors  should  be  simi- 
larly regarded,  and  not  restricted  on 
account  of  statutory  earmarkings; 

(c)  that  local  authorities  should  have  the  right 

possessed  by  the  owner-occupier  of  pro- 
perty, including  property  producing  no 
revenue,  of  setting  the  tax  paid  by  them 
under  Schedule  A against  their  liability  in 
respect  of  tax  on  interest  and  chief  rents 
(or  feu-duties)  paid; 

(d)  that  public  sewers  should  be  exempt  from 

assessment  to  Income  Tax ; 

(e)  that  it  should  be  considered  ivhether  buildings 

for  housing  administrative  staffs  of  local 
authorities,  and  hereditaments  and  pre- 
mises necessarily  owned  and  occupied  in 
connection  with  education  and  the  preser- 
vation of  public  health,  should  be  exempt 
from  Income  Tax,  in  addition  to  those  pro- 
perties which  are  now  exempt; 

(/)  that  lands  occupied  by  local  authorities,  which 
are  not  used  either  directly  or  indirectly 
for  the  purpose  of  farming,  horticulture, 
or  afforestation,  should  be  exempt  from 
taxation  under  Schedule  B ; 

(<7)  that  the  assessments  upon  profits  from  busi- 
nesses or  trades  should  be  made  upon  a 
uniform  average,  and  preferably  such 
average  should  be  that  of  three  years; 

( h ) that  the  cost  of  stamping  debentures  (or  its 

equivalent),  and  for  commission  for  intro- 
ducing loans  and  stock,  should  be  allowed 
as  a working  expense  in  the  assessment  of 
profits  of  local  authorities; 

(i)  that  in  arriving  at  the  assessment  of  profits, 

allowance  should  be  made  for  obsolescence 
of  machinery  or  plant,  whether  such  plant 
is  replaced  or  not; 

O')  that  the  sums  received  for  sale  of  grave  spaces 
in  respect  of  cemeteries  and  crematoria 
should  not  be  regarded  as  income  in  arriv- 
al the  assessable  profits  of  such  under- 
takings ; 

(lb)  that  the  income  of  the  superannuation  and 
thrift  funds  of  local  authorities  should  be 
free  from  taxation ; that  the  contributions 
mad©  by  the  authorities  from  their  pro- 
ductive undertakings  should  be  allowed  as 
working  expenses  in  arriving  at  the  assess- 
able profits ; and  that  the  contributions  of 
the  employees  should  be  allowed  to  them  as 
a deduction  in  assessment  of  their  income. 

11,297.  (79)  Attached  are  a 

Statement  A — with  hypothetical  figures — showing 
the  present  position  as  regards  assessment  of 
a local  authority,  and  a 

Statement  B showing  the  operation  of  the  claim 
that  a local  authority  should  be  treated  as  a 
person  and  one  entity  for  the  purpose  of 
liability  to  Income  Tax,  and  be  permitted  to 
set  against  its  liability  in  respect  of  interest, 
&c.,  paid,  the  w'hole  of  its  profits  and  the 
assessments  on  all  its  properties,  also  a 

Statement  C setting  out  in  detail  the  items 
making  up  the  difference  in  the  totals  of  the 
two  former  Statements. 


11,2ns.  iFPHTO **  a 

Statement  shewing — with  hypothetical  figures — the  present  position  of  regarding  a local  authority  as  separate  entities  in  respect  of  Borough  Fund  and  District  Fund  (or  any  other  rating  fund). 
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Statement  shewing— with  hypothetical  figures— the  operation  of  the  claim  that  a local  authority  should  be  treated  as 
one  entity  for  the  purpose  of  liability  to  Income  Tax  ?nd  be  permitted  to  set  against  its  liability  in  respect  of 
interest,  &c.,  paid  the  whole  of  its  taxed  profits  and  the  assessments  on  all  its  properties. 


. DEPARTMENT. 

Profits 

Assessed  under 
Schedule  D. 

Interest  on 
Investments 
of  Sinking 
Funds,  Re- 
newals Funds 
&c., 

Taxed  by 
Deduction. 

Property 
Schedule 
A and  B 
Assessments. 

TOTAL. 

Interest 
on  Loans 
from  which 
Authority 
deducts  Tax. 

Ground 

Rents. 

1 

2 

3 

4 

5 

Productive  : 

£ 

£ 

£ 

£ 

Tramways  

50,000 

500 

4,500 

55,000 

40,000 

Water 

100,000 

1,000 

5,000 

106,000 

80,000 



Gas  

60,000 

750 

5,000 

65,750 

30,000 

Electricity  

40,000 

500 

10,000 

50,500 

30,000 

Markets  

20,000 

250 

10,000 

30,250 

15,000 

Cemeteries  .*. 

Loss  200 

100 

200 

300 

Abattoirs  

Loss  300 

— 

500 

500 

l'500 

— 

500 

270,000 

3,100 

35,200 

303,300 

Town  Hall  

_ 

_ 

1,000 

1,000 

Street  Improvements 

— 

— 

5,000 

5,000 

30,000 

Parks  

— 

— 

100 

100 

10,000 



Sewage  

— 

— 

2,500 

2,500 

25,000 

Sewerage  

— 

— 

— 

— 

15,000 



Baths 

— 

— 

2,000 

2,000 

10,000 



Destructors  

— 

— 

1,000 

1,000 

Working  classes  dwellings... 

— 

— 

3,000 

3,000 

2,000 

Fire  Brigade 

— 

— 

1,000 

1,000 

Education  

— 

— 

200 

200 

30,000 

Sinking  Fund  

— 

1,500 



1,500 

Bank  Interest 

2,000 

— 



2,000 

Loans  raised  for  re- lending 

to  other  authorities 

— 

1,000 

1,000 

1,500 

- 

£2,000 

£2,500 

£15,800 

£20,300 

£143,500 

- 

500 

Total  

£272,000 

£5,600 

£51,000 

£328,600 

£343,000 

5,000 

£348,000 

328,600 

Further  assessment  on  local  authority  in  Yespect  of  interest 

£19,400 

NdTESi 

The  amount  of  “ profits  assessed  under  Schedule  D ” are  arrived  at  after  deduction  of  allowances  for  wear  and 
tear  and  of  profits  on  commodities  sold  to  non-productive  departments 

“Property”  includes  all  property  in  respect  of  which  the  authority  is  liable  for  payment  of  tax,  either  by  direct 
assessment  or  by  way  of  deduction  from  rent. 


MINUTES  OE  EVIDENCE. 


555 


11  September,  1919.]  Sir  Harry  Haw ard,  Mr.  F.  Ogden  Whiteley,  and  Mr.  Keith.  [ Continued . 


11,300.  APPENDIX  C. 

Shewing  details  of  the  items  making  up  to  the  differences  in  the  totals  of  Appendices  A and  B. 


Difference  in  amount 
of  11  Set-off.” 


In  favour 
of  Local 
Authority. 


Against 

Local 

Authority. 


Pooling  of  the  two  Funds  for  Assess- 
ment of  Bank  Interest  (see  par.  51). 
Borough  Fund — Bank  I nterest  allowed. 
Now  assessed  separately  (Appendix 

“A,”  Col.  2) 

District  Fund — Bank  Interest  charged 
(Appendix  “ A,”  Col.  2)  

It  is  contended  that  an  Assessment  should 
be  made  only  on  the  net  amount  (a). 

Pooling  of  the  two  Funds  for  Assess- 
ment of  Interest  on  Loans  (see  par. 
53). 

Borough  Fund — Surplus  “ set-ofE  ” (as 
per  Appendix  “ A,"  Col.  12)  o 
District  Fund— Assessment  up  n In- 
terest on  Loans  (as  per  Appendix 
“A,”  Col.  13)  of  

It  is  claimed  that  (apart from  other  con- 
tentions') the  Assessment  should  be  made 
on  the  net  amount. 

Interest  on  Statutorily  Accumulat- 
ing Sinking  Funds  and  Reserve 
Funds  (see  par.  59). 

Borough  Fund  (as  per  Appendix  “ A,” 
Col.  3)  ...  £2,150  £1,000 

District  Fund  (as  per  Appendix  “A,” 
Col.  3)  ...  £650  £500 

It  is  contended  that  this  amount  should  be 
alloioed  as  “ set-off." 

Statutory  Charges  against  Profits 
(Bee  pars.  55/58). 

Sinking  Fund  Contributious — Borough 
Fund — Productive  (Appendix  “A,” 

Col.  9) 

Sinking  Fund  Contributions — District 
Fund — Productive  (Appendix  “A,” 

Col.  9) 

Sinking  Fund  Contributions— District 
Fund  — Working-classes’  dwellings 
(Appendix  ;l  A,”  Col.  9)  (Amount  by 
which  “set-ofE”  in  Appendix  “A” 
has  been  made  non-efFective) 


Deduct  Allowances  for  Wear  and  Tear, 
included  in  Profits  (Col.  2)  in  Ap- 
pendix “A,”  but  not  in  Appendix 
“ B ”— 

Tramways  Undertaking  ( b ) £20,000 
Electricity  Undertaking  (c)  £15,000 


£65,200 


It  is  contended  that  this  amount  should 
not  be  deducted  from  the  assessed  Profits 
in  urn  ring  at  the  “ set-off." 

Property  in  the  Occupation  of  the 
Local  Authority  (see  par.  76). 
Borough  Fund  — Unproductive  (Ap- 
pendix “ A,"  Col.  5) 

District  Fund  — Unproductive  (Ap- 
pendix “ A,”  Col.  5) 

It  is  contended  that  this  amount  should 
be  allowed  as  a “ set-off." 


12,000 

10,000 


11,300 

76,500 


3.150 

1.150 


£4,300 


55.000 

25.000 


£80,500 


35,000 


£45,500 


1,000 

5,000 

£6,000 


Net  Amount  by  which  Rating  Fund'  In- 
terest would  be  less  than  at  present  if 
the  contentions  put  forward  on  behalf  of 
Local  Authorities  xoere  conceded. 


(a)  The  Assessment  under  Schedule  D 
would  be  £2,000,  instead  of  £12,000  as  at 
present  ; but,  on  the  other  hand,  the 
amount  available  as  “set-off”  against 
Rating  Fund  Interest  would  be  £2,000 
only,  as  against  £12,000. 


10,000 


11,300 


4,300 


( b ) Appendix  “ A,”  Col.  2 — Tramways...  70,000 
Do.  “B,"  do.  ...  50,000 


Allowance  for  Wear  and  Tear 


(c)  Appendix  “ A,”  Col.  2 — Electri  y 55,000 
Do  “B,”  do.  40,000 


Allowance  for  Wear  and  Tear  ...  £15,000 


45,0j0 


6,000 


£67,100 

10,000 


(d)  Assessment  upon  District  Fund  In- 
terest (as  per  Appendix  “ A " ...  76,500 

Assessment  upon  Interest  of  both 
Funds  (as  per  Appendix  “ B ” ...  19,400 


£57,10C(<7) 


[This  concludes  the  evidence -in- chief.  ] 
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11.301.  Chairman : There  are  some  gentlemen  from 
Wales  sitting  behind  you.  They  wrote  to  ask  whether 
they  would  be  permitted  to  hear  the  evidence  which 
you  gentlemen  are  going  to  give  to-day.  This  in- 
quiry has  been  conducted  as  a private  inquiry  and 
not  a public  inquiry,  and  we  have  had  none  of  the 
members  of  the  public  admitted  to  our  Commission 
hitherto.  We  telegraphed  to  them  to  say  that  that 
was  the  condition,  but  unfortunately  1 understand 
they  had  left  Wales  before  that  telegram  reached 
them.  I felt  that  1 should  not  like  a number  of 
gentlemen  to  have  come  all  that  distance  and  have 
the  door  closed  on  them,  and  so  breaking  the  hither- 
to established  rule,  we  have  permitted  these  gentle- 
men to  come  in ; but  they  must  recognize  the  position 
that  this  is  a Commission,  and  any  information 
which  they  hear  to-day  must  be  kept  perfectly  secret ; 
that  is  the  honourable  condition  upon  which  you 
gentlemen  sit  behind  there  to  listen  to  the  evidence. 

Sir  Harry,  I think  probably  you  would  like  to 
address  the  Commission.  You  will  be  subjected  to 
some  questions  afterwards,  but  I thought  that  as 
3rou  represent  some  very  important  interests  you  would 
probably  like  to  address  the  Commission  on  your 
main  points.  Usually  we  take  the  paper  as  it  is, 
and  then  begin  at  once  to  ask  questions,  but  I will 
make  a little  alteration  to-day  because  you  may  want 
to  amplify  it  or  make  some  points  to  the  Commission. 
— ( Sir  Harry  Howard) : Thank  you,  my  lord,  but  I 
think  we  have  set  out  the  various  points  that  we  wish 
to  make,  and  the  contentions  by  which  they  are  sup- 
ported, as  concisely  and  fully  as  circumstances  seem 
to  warrant,  and  I do  not  think  that  I can  usefully 
add  to  them  at  this  stage.  I think  it  is  possible 
that  in  answer  to  questions  by  various  members  of 
the  Commission  some  further  things  may  have  to  be 
said,  but  I think  we  should  prefer  to  leave  our  state- 
ment, which  I understand  will  appear  upon  the 
notes  in  full  as  it  stands.  There  are,  however,  two 
alterations  that  I should  like  to  make.  They  are  not 
matters  of  very  great  moment.  To  paragraph  76  I 
should  like  to  add  at  the  bottom  as  a further  con- 
tention (paragraph  76  ( h )),  these  words : “ that  tax 
deducted  from  chief  rents  (and  in  Scotland  feu- 
duties)  paid  in  respect  of  unproductive  property  in 
the  occupation  of  local  authorities  should  be  regarded 
precisely  as  tax  deducted  from  loan  interest  ’ ’ ; and 
then  a corresponding  alteration  in  paragraph  78  (c) 
to  insert  the  words  after  “ interest  ” in  the  last  line 
“ and  chief  rents  (or  feu-duties),”  so  that  it  would 
read : ‘ ‘ local  authorities  should  have  the  right  pos- 
sessed by  the  owner-occupier  of  property,  including 
property  producing  no  revenue,  of  setting  the  tax 
paid  by  them  under  Schedule  A against  their  liability 
in  respect  of  tax  on  interest  and  chief  rents  (or  feu- 
duties)  paid.”  That  is  one  addition,  and  the  other 
is  in  paragraph  78  (e),  to  insert  the  words  “ education 
and  ” after  the  words  “ in  connection  with  ” in  the 
third  line.  For  some  reason  or  other  that  has 
dropped  out ; it  should  read : ‘ ‘ premises  necessarily 
owned  and  occupied  in  connection  with  education  and 
the  preservation  of  public  health. 

11.302.  Mr.  Marks : Would  you  kindly  read  76  (h) 
again? — ‘‘That  tax  deducted  from  chief  rents  (and 
in  Scotland  feu-duties)  paid  in  respect  of  unpro- 
ductive property  in  the  occupation  of  local  authorities 
should  be  regarded  precisely  as  tax  deducted  from 
loan  interest.”  Would  you  allow  me  just  to  explain 
the  circumstances  in  which  we  are  here  to-day? 

11.303.  Chairman:  Yes? — With  my  friend,  Mr. 
Ogden  Whiteley,  I have  been  deputed  by  the  Council 
of  the  Institute  of  Municipal  Treasurers  to  submit 
evidence  to  you,  and  that  evidence  is  to  be  given  on 
behalf  of  the  Association  of  Municipal  Corporations, 
the  London  County  Council,  and  the  Convention  of 
Scottish  Burghs — in  fact,  on  behalf  of  local  au- 
thorities generally.  Perhaps  I should  in  the  first  place, 
explain  that  the  Institute  is  an  incorporated  body 
composed  of  the  chief  financial  officers  of  most  of  the 
municipalities  of  the  country.  The  Institute  has  for 
many  years  given  much  attention  to  the  subject  of 
Income  Tax  as  it  affects  local  authorities,  and  has 
come  to  various  arrangements  with  the  Inland  Re- 
venue regarding  certain  matters  which  have  arisen 


in  connection  with  their  assessments.  When  the  In- 
stitute received  an  invitation  from  the  Commission  to 
tender  evidence  they  placed  themselves  in  communica- 
tion with  the  Association  of  Municipal  Corporations. 
The  result  is  that  the  evidence-in-chief  which  is 
before  the  Commission  to-day  has  been  submitted  to 
and  discussed  with  Sir  Robert  Fox,  the  Chairman  of 
the  Law  Committee  of  the  Association  of  Municipal 
Corporations,  and  has  been  approved  by  him  on  behalf 
of  the  Association  of  Municipal  Corporations.  Then 
on  behalf  of  the  London  County  Council  I am 
authorized  to  state  that  it  associates  itself  generally 
with  the  views  put  forward  by  the  Institute,  so  far 
as  the  principal  matters  dealt  with  are  concerned. 
The  Council  has  been  and  is  in  recess,  but  the  three 
principal  matters  with  which  we  dealt  have  at  various 
times  been  before  the  Council.  I refer  of  course  to 
the  1907  case  of  the  London  County  Council,  the  Leeds 
case,  and  the  question  of  exemption  from  assessment 
of  underground  sewers.  There  are  various  minor 
points  raised  here,  some  of  which  do  not  directly  con- 
cern the  London  County  Council,  and  I do  not  think 
the  Commission  will  be  troubled  by  any  request  of  the 
County  Council  to  be  heard  separately  on  this  subject. 

11.304.  Which  do  you  call  your  main  points  that  you 
want  to  press  to-day? — The  first  is  the  point  raised 
by  the  London  County  Council  case  of  1907  of  the 
assessment  of  property  in  the  occupation  of  local 
authorities  and  the  right  that  we  should  be  able  to 
set  the  annual  value  of  that  property  against  the  in- 
terest on  loans  raised  by  the  local  authority.  The 
second  point  is  that  raised  in  the  Leeds  case  that  the 
local  authority  should  be  regarded  as  one  body  and 
entity  and  not  as  a number  of  entities  depending  on 
the  number  of  its  rating  funds.  The  third  question 
is  the  exemption  from  assessment  of  underground- 
sewers.  That  is  being  specially  pressed  by  the  Scot- 
tish representative,  and  Ex-Provost  Keith  of  Hamil- 
ton is  in  attendance  and  will  specially  deal  with  any 
matter  of  detail  arising  on  that  part  of  the  case. 

11.305.  That  sewage  matter  is  the  principal  matter 
that  these  Welsh  gentlemen  have  come  to-day  upon? 
— That  is  so,  I believe. 

11.306.  Mr.  Keith  will  probably  deal  with  that  a 
little  later,  because  I should  like  to  get  something  clear 
so  that  these  gentlemen’s  minds  will  be  eased? — Cer- 
tainly; they  are  very  distinctly  interested  in  that,  but 
it  has  a special  bearing  in  Scotland,  although  a 
general  bearing  throughout  the  country. 

11.307.  Do  you  take  Ireland  as  well? — Well,  the 
Institute  has  Irish  members,  but  the  condition  of 
Ireland  is  somewhat  peculiar,  and  I think  we  have  no 
more  than  two  or  three  representatives. 

11.308.  The  local  authorities  are  not  represented  by 
you? — No.  (Mr.  Keith)  I represent  the  local  authori- 
ties of  Scotland.  (Mr.  Whiteley ) : May  I say  the  City 
Treasurer  of  Belfast  has  been  in  communication  with 
me  on  this  matter,  and  has  asked  for  a copy  of  the 
evidence  which  is  submitted  to  you  to-day  for  the  in- 
formation of  the  local  authorities  in  Ireland,  who  are 
asking,  I understand,  to  submit  evidence  to  you  and 
desire  to  have  this  as  the  basis  of  building  up  their 
evidence.  So  far  as  the  Western  Valleys  Sewerage 
Board  is  concerned,  the  gentlemen  who  are  here  this 
morning  have  had  copies  of  this  evidence,  and  I think 
are  in  full  agreement  with  it. 

11.309.  Who  drafted  this  paper? — ( Sir  Harry 
Haward)  It  was  drafted  by  a sub  committee  of  the 
Council  of  the  Institute  of  Municipal  Treasurers.  As 
I say,  it  has  been  submitted  to  the  Association  of 
Municipal  Corporations,  through  Sir  Robert  Fox,  and 
has  been  approved  by  them,  and  to  the  Convention  of 
Royal  Scottish  Burghs. 

11.310.  Would  you  like  to  say  something  more  on 
the  sewerage  matter  and  take  that  case  specifically 
first? — I would  sooner  the  detail  of  the  matter  were 
dealt  with  by  Ex-Provost  Keith,  but  I should  like  to 
say  as  far  as  the  London  County  Council  is  con- 
cerned that  the  Council  took  action  6ome  time  ago 
in  order  to  secure  the  exemption  of  underground 
sewers  from  rating.  They  approached  the  Local 
Government  Board  on  the  subject  before  the  war. 
The  Local  Government  Board  then  were  not  prepared 


MINUTES  OF  EVIDENCE. 


557 


11  September , 1919.]  Sir  Harry  Haward,  Mr.  F.  Ogden  Wiiiteley,  and  Mr.  Keith.  [ Continued . 


to  introduce  a public  Bill  on  the  matter,  but  the 
Council  sent  representatives  to  a conference  com- 
posed of  representatives  of  the  Association  of  Muni- 
cipal Corporations,  the  Urban  District  Council  Asso- 
ciation, and  others,  with  a view  to  considering  what 
action  should  be  taken,  and  in  the  end  a Bill  was 
introduced  in  the  House  by  a private  Member  in  the 
Session  of  1914,  I think,  and  that  Bill  was  supported 
by  the  Association  of  Municipal  Corporations,  the 
London  County  Council  and  others,  but  for  various 
reasons  it  failed  to  proceed;  the  London  County 
Counoil  are  very  strong  on  the  subject  that  no  useful 
purpose  whatever  is  served  by  bringing  these  under- 
ground sewers  into  rating. 

11.311.  Mr.  Walker  Clark:  Local  rating,  not  Im- 

perial rating? — Yes,  local  rating  and  Imperial 
rating.  Bringing  them  into  the  list  involves  a large 
amount  of  work  on  the  local  authority  with  in  most 
cases  very  little  practical  result,  because  in  most 
cases  it  means  taking  money  from  one  pocket  and 
putting  it  into  another.  In  the  County  of  London 
there  would  be  very  difficult  questions  of  rating  inci- 
dence arising  as  between  one  Metropolitan  Borough 
and  another  owing  to  the  fact  that  these  sewers  pass 
through  some  boroughs  to  a large  extent  and  not 
through  others.  The  Council  felt  that,  as  I say,  no 
useful  purpose  would  be  served  by  having  them 
brought  into  the  rating  list.  The  only  people  who 
woidd  gain  by  it  of  course  would  be  the  National 
Exchequer.  It  did  not  seem  to  the  Council  at  all 
fitting  that,  at  a moment  when  local  authorities  were 
pressing  the  Government  for  larger  grants  from  the 
Exchequer  in  aid  of  semi-national  service,  it  was  at 
all  right  that  extra  burdens  of  taxation  should  be 
put  upon  them  through  the  bringing  of  sewers  into 
rating.  Then  the  Treasury  have  had  the  matter 
before  them,  and  I think  I ought  perhaps  to  read 
this  extract  from  a letter  which  was  addressed  by 
the  Treasury  to  the  Inland  Revenue  in  July  of  1914 
on  the  subject.  They  said:  “They  are  very  re- 

luctant to  take  any  action  which  would  conflict  with 
the  principle  that  whatever  is  a proper  subject  of 
rates  is  a proper  subject  of  taxes.  In  those  circum- 
stances it  seems  to  them  that  the  situation  which  has 
arisen  or  may  arise  in  consequence  of  the  decision 
referred  to  must  be  approached  from  the  point  of 
view  of  rating,  and  not  of  Income  Tax,  and  that  the 
remedy  if  it  is  desired  to  find  one  lies  in  an  altera- 
tion of  the  law  of  rating.  For  these  reasons  their 
Lordships  do  not  feel  able  to  propose  legislation  deal- 
ing with  that  aspect  of  Income  Tax,  and  they  think 
that  for  the  time  being  at  any  rate  underground 
sewers  in  so  far  as  they  may  in  fact  be  brought  into 
rating  as  a result  of  the  recent  judgment  should  also 
he  brought  into  assessment  under  Schedule  A.” 
Then  a ouestion  was  asked  in  Parliament  by  Mr. 
Harry  Hope,  the  Member  for  Stirlingshire,  in 
February,  1919.  The  Parliamentary  Secretary  for 
the  Treasury  in  answering  the  question  suggested 
that  the  matter  might  be  brought  before  the  Royal 
Commission  on  Income  Tax  which  was  then  about  to 
he  set  up.  That  rather  suggests  to  us  that  as  far  as 
the  Treasury  is  concerned  the  matter  is  to  some 
extent  open  on  its  merits. 

11.312.  Chairman:  Have  you  anything  to  say,  Mr. 
Keith? — (Mr.  Keith):  Yes,  my  lord.  We  are  in  a 
worse  position  as  regards  the  rating  of  sewers  in 
Scotland  than  the  local  authorities  are  in  England. 
The  decision  in  the  West  Kent  Main  Sewerage  Board 
case  was  that  sewers  in  England  are  rateable  wherever 
the  occupation  of  these  is  valuable  within  the  mean- 
ing of  the  authorities  dealing  with  rating ; but  in 
Scotland  owing  to  a decision  of  the  High  Court  the 
sewers  there  are  held  to  be  lands  and  hereditaments 
within  the  meaning  of  the  Valuation  Act  of  1854. 
Up  till  that  decision,  which  was  given  in  1912,  sewers 
never  appeared  at  all  upon  the  valuation  roll.  Sub- 
sequently to  that  decision  sewers  do  appear  upon 
the  valuation  roll  everywhere,  whether  or  not  they 
have  a value  in  the  sense  of  the  West  Kent  decision. 
In  that  case  there  was  an  income  derived  from  outside 
authorities  for  the  use  of  the  sewers,  but  we  have 
very  few,  if  any,  instances  of  that  kind  in  Scotland. 
The  result  is  that  sewers  as  a matter  of  law  now 
appear  in  the  valuation  roll  in  respect  of  every  local 
authority,  and  in  respect  of  their  being  put  on  the 


roll  at  an  annual  valuation — I am  dealing  exclusively 
with  Scotland — in  respect  of  their  being  put  on  the 
valuation  roll  at  an  annual  valuation  we  have  to  pay 
Income  Tax  on  that  annual  value  subject  to  proper 
and  reasonable  deductions.  Of  course,  we  say  that 
sewers  have  really  no  hypothetical  value  at  all.  The 
arrangement  has  been  that  they  are  to  be  assumed 
to  have  a hypothetical  value,  that  is,  a value  which 
a willing  tenant  would  give  for  the  occupation  of 
them,  but.it  is  inconceivable  that  there  could  be  a 
tenant  of  sewers,  and  consequently  we  say  that  they 
have  really  no  value  within  the  meaning  of  the 
Valuation  Act,  and  that  they  should  not  be  there  at 
all.  As  Sir  Harry  has  said,  of  course  the  Commis 
sioners  say  that  this  is  more  a question  of  rating 
than  a question  of  Income  Tax,  but  the  fact  that  they 
are  upon  the  valuation  roll  brings  them  within  the 
ambit  of  Income  Tax.  Wq  say  they  should  not  be 
there  at  all ; but  assuming  they  are  left  there  we  say 
that  the  Income  Tax  Commisioners  should  give  an 
instruction  that  quoad  Income  Tax  they  are  not  to  be 
assessed.  I could  elaborate  the  question,  but  I think 
it  os  perfectly  clear.  I trust  that  you  are  satisfied 
as  to  the  reasonableness  of  the  demand- 

11. 313.  Have  you  anything  to  say,  Mr.  Whiteley? — 
(Mr.  Whiteley ) : Nothing  in  addition  at  the  moment. 

11.314.  Chairman : The  Commissioners  will  now  ask 
you  gentlemen  questions  on  your  evidence-in-chief. 

11.315.  Mr.  Kerly : Sir  Harry  Haward,  I am  afraid 

I shall  not  be  able  to  examine  you  in  any  detail  upon 
your  paper.  Fortunately  it  appears  to  be  a very 
complete  and  clear  statement,  and  we  shall  have  the 
opportunity,  of  course,  of  studying  it.  I ought  to 
tell  you  at  once  I feel  in  a great  deal  of  difficulty 
in  dealing  with  it  critically  until  I have  heard  the 
other  side,  which  you  naturally  have  not  presented 
to  us.  That  is  probably  entirely  new  to  many 
members,  if  not  all  members  of  the  Commission.  May 
I ask  you  one  or  two  general  questions.  A large  part 
of  your  complaint  is  that  you  are  taxed  in  respect 
of  property  which  you  have  to  hold  for  municipal 
purposes,  but  which  produces  no  income? — (Sir  Harry 
Haward) : And  against  which  there  is  a large 

indebtedness. 

11.316.  There  is  the  further  position  that  verv  often 
that  property  represents  a loan,  and  you  have  to  pay 
interest  on  the  loan? — Yes;  and  therefore  we  are  not 
to  that  extent  beneficial  owners  of  the  property. 

11.317.  Let  me  take  the  two  matters  separately.  Is 
it  your  contention  that,  apart  from  any  question  of 
loan  interest,  property  which  produces  no  income  and 
is  held  for  public  purposes  should  be  untaxed? — Well, 
we  are  not  authorized  to  advocate  that  view ; but  I, 
personally,  and,  I think,  some  of  my  colleagues,  feel 
that  there  is  a great  deal  to  be  said  for  that  position 
of  local  authorities,  that  property  in  their  own  occupa- 
tion should  not  be  brought  into  Income  Tax  assessment 
at  all.  We  have  pointed  out  here  that  for  one  reason 
or  another  there  are  now  important  exceptions  to  the 
rule  by  which  local  authorities’  properties  are 
assessed,  and  that  quite  a large  amount  of  their  pro- 
perty is  exempt  by  Statute  from  assessment. 

11.318.  By  special  Statute? — Yes.  Those  properties 
relate  mainly  to  matters  of  great  importance  to  the 
general  community,  and  I think  in  regard  to  every 
one  of  them  there  are  considerable  direct  grants  in 
aid  from  the  national  Exchequer.  We  are  not 
authorized  to  submit  the  proposition  that  there  should 
be  a general  exemption  of  all  local  authorities’ 
property  from  assessment  to  Schedule  A or  Schedule 
D. 

11.319.  That  prevents  one  from  dealing  with  the 
matter  on  broad  general  grounds? — On  the  broadest 
grounds. 

11.320.  Is  the  actual  position,  apart  from  special 
statutory  exemptions,  that  the  municipal  corporation 
is  treated  as  a private  owner  in  possession  of  a house 
which  he  occupies? — Yes. 

11.321.  And  on  the  general  grounds  I was  putting 
to  you,  which  you  do  not  put  forward,  that  position 
would  be  wrong,  because  the  municipal  owner  is  hold- 
ing the  property  for  public  purposes? — Yes. 

11.322.  Putting  it  on  a narrower  ground,  you  say  if 
he  has  bought  the  property  by  a loan,  to  take  a sample 
case,  and  has  to  pay  interest  on  that  loan,  he  should 
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not  bo  treated  as  the  owner? — He  should  only  be 
treated  as  the  owner  to  the  extent  to  which  the  annual 
value  exceeds  the  interest. 

11.323.  lhat  is  to  say,  he  should  be  in  the  position 
of  a mortgagor  who  owns  only  the  equity  of  redemp- 
tion?— That  is  so. 

11.324.  What  is  the  actual  position?  He  has  to  pay 
interest;  he  deducts  tax  out  of  the  interest? — Yes. 

11.325.  Do  you  suggest  that  he  should  retain  the 
deduction  ? — Yes. 

11.326.  The  tax  deducted  from  the  interest?- — Yes. 

11.327.  In  your  paper  you  suggest  that  he  should 
set  it  off  against  something;  would  you  go  so  far  as 
to  say  that  he  should  retain  the  whole  of  it? — Yes,  if 
the  annual  value  exceeds  the  interest. 

11.328.  Ex  hypoihesi  it  has  no  annual  value? — When 
I say  annual  value  I mean  the  annual  value  for. the 
purposes  of  Schedule  A.  It  is  assessed  at  an  annual 
value  on  which  tax  is  paid.  (Mr.  Keith ) : In  Scotland 
it  would  appear  upon  the  valuation  roll,  and  because  it 
was  on  the  valuation  roll  it  would  be  liable  to  Income 
Tax. 

11.329.  I quite  appreciate  that  it  has  a value, 
because  I know  how  the  value  is  arrived  at,  by  assum- 
ing a hypothetical  tenant,  or  something  of  that  sort? 
— Yes. 

11.330.  But  that  is  merely  a fictitious  value,  because 
the  corporation  can  never  receive  it;  the  corpora- 
tion is  really  in  the  position  of  an  owner-occupier. 

I do  not  understand  on  what  principle  you  suggest 
that  having  deducted  from  the  interest  upon  the 
loan  a certain  tax  due  from  the  owner  of  the  in- 
terest to  the  State,  they  should  keep  that  sum;  it 
appears  to  me  to  have  no  relation  to  the  rest  of  the 
property? — ( Sir  Barry  Baward) : Surely  it  has  just 
the  same  relation  as  it  has  in  the  case  of  a private 
individual.  He  deducts  tax  from  the  interest  that 
he  pays  to  the  mortgagee,  and  he  sticks  to  it. 

11.331.  That  is  because  on  so  much  he  has  paid 
pre;  , '-ty  tar  " -That  is  exactly  the  position  that  we 
take  up ; we  have  paid  Schedule  A property  tax. 

11.332.  Why  cannot  you  retain  the  tax  you  deduct 
from  the  interest? — Because  the  House  of  Lords  de- 
cided that  we  are  not  to  do  so.  They  said  that  the 
annual  value  of  property  in  the  occupation  of  a 
local  authority  was  not  income  to  them  out  of  which 
they  paid  interest  to  the  stockholders  or  the  mort- 
gagees. They  paid  that  interest,  in  fact,  out  of  the 
rates,  and  rates  are  not  assessable,  and  therefore  the 
local  authorities  could  not  retain  the  tax  that  they 
had  deducted  from  that  interest. 

11.333.  Then  they  rejected  the  view  that  you  are 
only  to  be  treated  as  owners  of  the  balance  beyond 
the  outstanding  loan?— They,  of  course,  had  to  inter- 
pret the  law ; they  were  not  dealing  necessarily  with 
the  equities  of  the  case.  We  are  venturing  to  put 
before  this  Commission  the  equity  of  the  case. 

11.334.  I follow  that  position.  Now  is  there  any 
distinction  between  sewers  and  other  property  pro- 
ducing no  income?— Well,  I think  there  is. 

11.335.  In  what  way?— There  is  one  distinction 
that  we  point  out  here,  that  the  underground  sewer 
does  not  interfere  with  the  land  as  a hereditament 
which  can  be  rated  or  taxed.  You  can  have  your 
sewer  running  under  land,  and  the  local  authority 
can  rate  a building  erected  on  the  land  or  the 
national  Exchequer  can  benefit  from  Income  Tax 
under  Schedule  A upon  a house  erected  upon  that 
land,  although  there  is  a sewer  running  underneath. 
The  same  cannot  be  said  of  a town  hall,  which 
occupies  a certain  amount  of  ground  to  the  exclusion 
of  everything  else.  ' Therefore,  there  is  a distinction, 
in  our  opinion,  under  that  head  alone  between  sewers 
and  other  properties,  such  as  town  halls. 

11.336.  The  proposition,  if  I follow  it,  is  that  the 
country  can  give  up  the  property  tax  on  a sewer 
because  the  making  of  the  sewer  has  not  deprived  it 
of  some  other  property  which  would  produce  tax?— 
That  is  one  point. 

11.337.  Ts  there  any  other? — There  is  another  point 
that  we  make,  and  that  is,  it  may  be  said  that  the 
sewers  add  to  the  value  of  the  land,  and  that  in 
effect  when  the  land  is  assessed  at  its  enhanced  value 
owinp  to  the  sewers  being  constructed,  the  local 
authority  and  the  Government  have  by  rating  and 


assessment  got  the  benefit  of  the  higher  value  of  the 
land. 

11.338.  That  applies  to  all  the  industrial  under- 
takings, does  it  not? — Not  necessarily;  it  may  apply 
to  some. 

11.339.  I mean  where  they  are  really  beneficial  to 
the  community? — Yes.  (Mr.  Whiteley):  Might  I be 
allowed  to  add  something  lest  there  is  any  little  mis- 
apprehension with  regard  to  one  of  your  earlier 
questions,  where  you  spoke  about  the  exempt'  ’ of 
all  properties  of  local  authorities  which  are  required 
for  public  health  and  local  government  purposes? 
May  I draw  attention  to  paragraph  78  (e)  of  our 
evidence  where  we  say:  “ it  should  be  considered 
whether  buildings  for  housing  administrative  staffs 
of  local  authorities,  and  hereditaments  and  premises 
necessarily  owned  and  occupied  in  connection  with 
education  and  the  preservation  of  public  health, 
should  be  exempt  from  Income  Tax,  in  addition  to 
those  properties  which  are  now  exempt.”  We  point 
out  in  an  earlier  stage  of  the  proof  the  considerable 
anomalies  that  at  the  present  time  exist ; hospitals 
are  not  assessed  but  are  exempt  from  Income  Tax, 
while  sewers  and  sewage  works  are  liable  to  assess- 
ment. We  point  out  that  public  elementary  and 
secondary  schools  are  exempt,  but  the  offices  for  the 
administration  of  that  education  are  assessed ; that 
the  offices  of  Poor  Law  Guardians  are  exempt,  but 
the  town  hall  for  the  carrying  on  of  the  general 
civic  administration  is  assessed.  Public  libraries  are 
exempt  and  art  galleries  are  assessed.  As  a matter 
of  fact  there  is  now  a test  case,  raised  bv  the  City  of 
Birmingham,  in  which  other  local  authorities  are 
joining,  which  has  been  waiting  over  for  some  time 
at  the  request  of  the  Board  of  Inland  Revenue,  and 
which  is  intended,  unless  some  pronouncement  is  made, 

I take  it,  by  this  Commission,  shall  be  carried  through 
the  Courts  to  determine  whether  art  galleries  should 
not  be  excluded.  We  point  out  that  there  are  a 
considerable  number  of  services,  more  especially  the 
administration  and  the  essential  hereditaments  for 
the  preservation  of  public  health,  which  are  semi- 
national in  their  character.  The  local  authorities  are 
doing  the  Government’s  work  in  this  respect,  work 
which  is  imposed  upon  them,  and  if  those  properties 
were  in  the  occupation  of  the  Government  to  carry 
out  their  duty  they  would  be  exempt. 

11.340.  Mr.  Bolland-Martin : So  far  we  have  been 
discussing  public  sewers;  just  now  you  mentioned 
the  words  “ sewage  works  ” ; are  they  included  in 
the  term  “sewers”? — Not  necessarily.  There  is  the 
distinction  which  Sir  Harry  Haward  pointed  out 
where  sewers  have  if  anything  a stronger  claim,  that 
sewers  underground  do  not  occupy  land,  but  sewage 
works  do  occupy  land.  We  simply  put  them  forward 
as  being  something  necessary  for ’the  preservation  of 
the  public  health,  not  only  of  the  locality  but  of  the 
whole  community.  (Mr.  Keith):  In  Scotland  we 
maintain  that  such  works  should  have  no  value  greater 
than  the  value  of  the  land  which  they  occupj’,  that 
they  should  not  be  assessed  at  a higher  value  than 
the  value  of  the  land.  Then  again  in  regard  to 
sewers  in  Scotland— I presume  the  law  will  be  the 
same  in  England- — we  have  right  of  access  to  private 
lands  for  the  laying  of  our  sewers;  the  owner  cannot 
charge  a wayleave  under  the  Public  Health  Act,  so 
the  sewers  are  laid  without  charge  so  far  as  the 
occupation  of  land  is  concerned.  Wo  have  only  to 
pay  for  damage  done  and  we  have  to  restore. 

11.341.  Mr.  Kerly : For  what  it  is  worth,  it  is 
quite  clear,  I think,  that  the  distinction  between  an 
underground  sewer  which  occupies  no  surface,  and 
other  property  producing  no  income  is  that  there  the 
activities  of  the  Municipal  Corporation  have  created 
new  property  without  destroying  any  taxable  pro- 
perty; that  is  the  point,  is  it  not?— That  is  right. 

11.342.  I do  not  propose  myself  to  follow  out  any 
questions  of  valuation.  That  seems  to  me  to  bo  a 
rating  question  rather  than  an  Income  Tax  question. 

I am  obliged  for  what  Mr.  Whiteley  said  just  now. 

Tt  is  because.  I was  trying  to  find  some  general  prin- 
ciple on  which  to  put  your  claims  with  regard  to 
property  that  I made  the  statement  which  has  not 
been  adopted.  I understand  that  generally  the  cor- 
poration is  taxed  in  respect  of  non-revenue-producing 
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property  except  where  a special  exemption  has  been 
made.  Are  you  seeking  to  fill  up  all  the  uncovered 
country  as  far  as  you  can? — ( Sir  Harry  Haward): 
No,  we  ask  the  Commission  to  consider  the  matter, 
but  we  are  not  authorized  to  put  forward  that  pro- 
position as  a general  proposition,  that  all  local 
authorities’  property  should  be  exempt  from  Income 
Tax. 

11.343.  I follow  that.  You  may  not  be  asking  for 
the  general  proposition,  but  you  may  be  asking  to 
remove  all  the  remaining  exceptions? — No,  we  do  not 
go  as  far  as  that.  If  you  will  forgive  me  for  re- 
ferring to  paragraph  25,  after  dealing  in  the  pre- 
vious paragraph  with  the  present  exemptions,  we 
say:  “It  is  observed  that  the  present  exemptions 
concern  property  occupied  in  connection  with  services 
which  are  semi-national  in  character  (within  the 
meaning  of  the  Report  of  the  Departmental  Com- 
mittee on  Local  Taxation),  and  it  is  a matter  for 
consideration  whether  all  land  and1  buildings  occu- 
pied by  local  authorities  for  the  purpose  of  carrying 
out  or  fulfilling  all  such  duties  imposed  upon  them 
by  Government,  should  be  exempt  from  assessment  to 
Income  Tax.  These  duties  are  placed  upon  local 
authorities  because  the  services,  although  national, 
or  semi-national,  in  character,  such  as  education, 
publio  health,  main  roads,  &c.,  &c.,  can  be  more 
conveniently  administered  by  local  authorities  than 
by  the  Government,  but  if  the  Government  were  to 
administer  such  services  direct,  the  property  would 
not  be  liable  to  assessment.”  We  do  not  go  further 
than  that.  We  do  not  bring  in,  for  instance,  town 
halls  necessarily.  My  personal  view  is  that  it  would 
not  be  right  to  set  up  a claim  that  a town  hall, 
which  might  conceivably  be  very  extravagantly  con- 
structed altogether  beyond  the  bare  necessities  of  the 
case,  should  be  exempt  from  Income  Tax  assessment 
altogether.  It  may  suit  the  taste  and  desire  of  the 
local  community  to  put  it  up,  but  that  is  their 
matter ; there  is  no  reason  why  the  general  tax- 
payer should  suffer  in  consequence.  That  6eems  to 
me  to  be  more  a matter  for  the  local  community. 
Therefore  we  ask  the  Commission  to  consider  this 
question  of  .further  exemptions  in  relation  to  what 
are  called  semi-national  services ; to  make  the  list 
complete  with  regard  to  education  by  bringing  in 
the  administrative  offices  as  well  as  the  schools  them- 
selves, and  all  buildings  or  property  in  connection 
with  the  preservation  of  public  health. 

31.344.  I may  summarise  it  in  this  way,  that  what 
you  propose  is  exemption  for  property  occupied  for 
certain  of  the  operations  of  a Municipal  Corporation 
— not  for  all  their  property  ?— Yes. 

11.345.  On  the  ground  that  they  are  for  eemi 

national  services? — Yes.  But  of  course  you  will 

appreciate  the  point  that  if  the  Commission  agree 
with  our  views  with  regard  to  what  iye  call  the  set- 
off, and  we  are  able  to  retain  the  tax  deducted  from 
the  interest  on  the  loans  that  are  raised  for  these 
various  things,  then  the  point  so  far  as  it9  financial 
effect  is  concerned  is  not  very  material. 

11.346.  I quite  appreciate  that?— That  is  a very 
large  counterbalancing  factor. 

11.347.  In  that  connection  have  you  anything  to  say 
about  interest  on  contributions  to  the  sinking  fund  ? — 
Yes;  that  is  one  of  our  points.  We  think  that  we 
should  be  allowed  to  have  a set-off  or  rebate  in  effect 
in  respect  of  the  interest  on  investments  of  the  sinking 
fund. 

11.348.  That  does  not  stand  in  the  same  position 
as  the  interest.  The  interest  you  distinguish  by  say- 
ing you  are  really  only  part  owner? — Yes. 

11.349.  But  as  regards  the  sinking  fund,  that  is 
somewhat  similar  to  the  savings  of  a private  indi- 
vidual?— But  in  the  case  of  a private  individual,  if 
he  has  interest  on  his  investments  which  is  taxed,  he 
can  set  off  the  tax  which  he  deducts  from  interest 
which  he  has  to  pay. 

11.350.  But  not  from  repayment  of  capital? — The 
Revenue  do  not  inquire  what  use  he  is  making  of  the 
interest  and  how  he  is  applying  it,  but  they  do  in 
our  case  because  of  the  law  as  it  stands ; they  say  that 
you  must  show  that  you  are  applying  the  interest  on 
your  investments  to  pay  interest,  and  not  to  accumu- 
late it  for  capital  purposes.  The  position  that  is  thus 
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brought  about  is  very  anomalous,  as  I will  show  the 
Commission.  Take  the  case  o'f  the  London  County 
Council;  we  provide  for  the  reduction  of  the  whole 
of  our  debt  to  the  stockholders  by  means  of  an  equal 
instalment  of  principal  every  year  set  aside  into  a 
Consolidated  Loans  Fund.  Supposing  the  period  to 
be  60  years,  we  put  aside  one-sixtieth  of  the  loan  into 
the  sinking  fund  for  all  our  services  except  one, 
namely,  the  working-class  dwellings.  In  that  case  we 
make  a cumulative  sinking  fund,  and  we  put  aside 
so  much  money  every  year  as  with  interest  accumula- 
tions will  amount  in  60  years  to  the  amount  of  the 
loan.  That  is  the  sole  exception.  For  all  the  main 
services  of  the  Council  we  put  up  one-sixtieth  every 
year,  and  the  interest  earned  by  the  sinking  fund  is 
carried  to  the  income  account  of  the  Loans  Fund,  and 
therefore  is  in  fact  applicable  and  applied  to  the  pay- 
ment of  interest  on  the  stock.  Because  we  do  that 
we  get  the  advantage  of  a set-off  in  respect  of  the 
interest  on  those  investments  of  the  sinking  fund. 
Now,  my  friend  Mr.  Whiteley,  of  Bradford,  and  most 
of  the  municipalities  of  the  country,  provide  for  the 
liquidation  of  their  debts  by  means  of  a cumulative 
sinking  fund  which  takes  account  of  the  interest 
earned,  3 per  cent,  or  whatever  the  basis  is,  and  they 
carry  the  interest  on  the  investments  to  the  sinking 
fund,  and  the  whole  then  amounts  at  the  end  of  the 
60  years,  or  whatever  the  period  of  the  loan  may  be, 
to  the  capital  sum.  Because  they  do  that  the  Revenue 
say : “ no,  you  cannot  get  any  refund  or  set-off  in 
respect  of  that  interest  because  you  do  not  apply  it 
to  the  payment  of  interest.  You  set  it  aside 
to  form  part  of  this  capital  fund.”  That  is 
in  accordance  with  the  existing  law  as  laid  down  by 
various  judgments,  and  we  do  not  dispute  that  it  is 
in  accordance  with  the  law.  What  we  say  is  that  in 
equity  it  is  not  right,  and  it  is  contrary  to  what 
happens  in  the  case  of  a private  individual. 

11.351.  I do  not  quite  follow  it  personally,  but  I do 
not  feel  competent  at  the  moment  further  to  consider 
it.  I wanted  to  ask  you  about  one  other  branch  of 
the  matter,  and  that  is  about  the  industrial  under 
takings  producing  profit.  I understand  that  you 
desire  that  the  whole  of  the  industrial  undertakings 
of  a corporation  should  be  treated  as  one  business? — 
Yes. 

11.352.  And  at  present  you  are  not  able  to  do  so? 
— No.  They  are  mostly  treated  as  two  groups  of 
businesses. 

11.353.  And  are  the  groups  allowed  to  be  consoli- 
dated?— Within  the  group  there  is  consolidation. 

11.354.  Will  you  tell  me  what  is  the  distinction 
between  the  two  groups? — The  distinction  is  between 
the  two  rating  funds,  namely  the  Borough  Fund  and 
the  District  Fund ; there  is  a different  incidence 
of  rating.  In  the  case  of  one  fund  the  ratepayers 
contribute  on  a quarter  only  of  the  assessable  value 
of  the  properties.  The  decision  in  the  Leeds  case 
was  that  this  is  a fundamental  fact  in  the  constitu- 
tion of  a local  authority,  and  so  long  as  that  statu 
tory  position  exists  their  assessment  to  Income  Tax 
must  be  determined  in  accordance  with  it. 

11.355.  It  is  taken,  in  fact,  that  the  two  groups  of 

businesses  belong  to  separate  owners  ? — (Mr. 

Whiteley) : That  is  quite  right. 

11.356.  That  seems  to  be  right? — Might  I draw 
your  attention  to  Appendix  A of  our  evidence-in- 
chief? There  we  have  shown  the  division,  with 
hypothetical  figures,  of  the  accounts  of  the  local 
authority  into  these  two  groups,  the  Borough  Fund 
group  and  the  District  Fund  group,  and  so  far  as 
there  are  trading  and  non-trading  departments 
attached  to  either  one  or  the  other  of  those  groups 
then — with  certain  exceptions  and  limitations  with 
regard  to  property  in  their  own  occupation  and 
other  items  which  are  separately  dealt  with  in  our 
proof — we  are  allowed  the  general  position  of  set-off, 
and  to  regard  each  group  as  one  person.  We  desire 
to  point  out  the  great  anomaly  there,  that  practically 
there  are  no  two  towns  alike.  It  is  a mere  result  of 
local  Acts  of  Parliament,  which  are  as  different 
almost  as  the  number  of  local  authorities.  In  one 
town  gas  is  secured  as  part  of  the  Borough  Fund ; 
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in  another  it  is  part  of  the  District  Fund.  The  same 
applies  to  water,  to  electricity  and  to  tramways. 
Exactly  the  same  thing  applies  to  the  unproductive 
departments  of  the  local  authority.  In  Bradford  we 
have  a considerable  number  of  our  unproductive 
departments  which  are  part  of  the  Borough  Fund,  but 
which  in  almost  every  other  town  are  part  of  the 
district  fund.  There  is  no  difficulty  in  altering  that 
if  we  go  to  Parliament.  Leeds,  Lancaster,  Man- 
chester, Birmingham  and  Southport  and  several  other 
towns  within  the  last  two  or  three  years  have  gone 
to  Parliament  and  asked  Parliament,  and  they  have 
had  no  difficulty  in  getting  Parliamentary  sanction 
for  it. 

11.357.  Sanction  for  what? — They  have  asked  Par- 
liament to  merge  their  two  funds  into  one  fund,  and 
to  merge  their  two  rates  into  one  rate.  We  men- 
tion in  paragraph  47  that  that  has  been  done  quite 
recently  in  Manchester,  Leeds,  Birmingham,  South- 
port,  Lancaster  and  other  places,  and  in  paragraph 
48  we  say:  “Very  little  difficulty  is  experienced  in 
obtaining  this  power  from  Parliament,  thus  proving 
that  Parliament  recognizes  a local  authority  as  one 
body,  and  not  a number  of  separate  bodies  correspond- 
ing to  the  number  of  rates  levied.”  But  if  the  whole 
of  the  local  authorities  were  to  go  to  Parliament  now 
for  local  legislation  to  make  their  two  rates  and  their 
two  funds  into  one  rate  and  one  fund,  probably  600 
or  700  of  them  would  have  to  go,  and  Parliament 
would  very  rightly  say,  “ Why  are  you  all  coming 
now  on  this  question?  Had  you  not  better  go  to 
the  Royal  Commission  on  the  Income  Tax  and  get 
this  matter  cleared  up?  ” We  put  it  very  strongly 
that  it  is  a mere  stroke  of  the  pen,  often  dating  back 
to  the  middle  of  last  century,  as  to  whether  a par- 
ticular undertaking  is  attached  to  the  Borough  Fund 
or  the  District  Fund.  The  same  ratepayers  pay  the 
two  rates;  they  get  one  rate  demand  note. 

11.358.  Mr.  Walker  Clark:  In  the  same  proportion? 
— Not  necessarily  in  the  same  proportion,  but  in  the 
same  proportion  except  as  regards  the  occupiers  of 
land. 

11.359.  Mr.  Pretyman:  Agricultural  property? — 

Take  the  case  of  Bradford : we  have  two  rates,  the 
Borough  Rate  and  the  District  Rate,  but  for  collection 
purposes  we  merge  them,  and  with  the  exception  of  a 
small  portion,  the  land  portion,  they  are  charged  as 
one  item  at  12s.  in  the  £.  The  ratepayer  does  not  care 
how  much  is  Borough  Fund  and  how  much  is  District 
Fund.  On  the  other  hand,  if  we  go  to  Parliament 
and  ask  them  to  make  us  one  rate  as  they  have  done 
in  these  towns  that  I have  named — Leeds,  Manchester, 
Southport,  Birmingham,  Lancaster  and  others — they 
will  do  that,  and  they  will  preserve  an  exemption  for 
the  occupiers  of  land  by  making  it  an  average  of  the 
two  rates;  that  is  the  whole  difference. 

11.360.  Mr.  Kerly:  Would  you  tell  me,  please, 
would  there  be  any  disadvantage  to  either  group  of 
ratepayers  if  the  amalgamation  of  these  funds  in 
your  Appendix  A.  for  this  purpose  were  to  treat  the 
trading  undertakings  as  one? — None. 

11.361.  There  could  not  be? — There  could  not  be. 

11.362.  Mr.  Pretyman:  I did  not  quite  catch 
whether  at  present  all  the  services  under  either  of 
those  funds  are  pooled? — They  are  pooled  within  the 
fund — within  the  group. 

11.363.  So  that  supposing  on  any  service  which  is 
run  on  the  District  Fund  or  the  District  Rate  you 
have  a loss,  and  on  another  you  have  a profit,  you  can 
set  them  ofF? — We  do  as  a matter  of  fact. 

11.364.  And  the  same  with  the  Borough  Fund  ? — The 
same  with  the  Borough  Fund. 

11.365.  So  if  they  were  both  pooled  together,  that 
would  be  automatic? — It  would  be  automatic  for  the 
whole  thing. 

11.366.  Supposing  you  ran  tramways  at  a very 
serious  loss,  and  you  had  a property  somewhere  else 
which  was  producing  a good  profit,  you  would  be  able 
to  set  off  one  against  the  other? — Exactly  as  an 
ordinary  individual  is  entitled  to  do.  If  he  has  a 
grocery  business  and  a coal  business,  and  he  loses 
money  on  the  coal  business  and  makes  a profit  on  the 
grocery  business,  he  is  entitled  to  set  one  against  the 


other.  That  is  conceded  to  us  now  within  the  par- 
ticular groups.  (Mr.  Keith)  : We  say  in  Scotland  it 
is  the  borough  you  are  assessing,  and  the  borough 
should  be  treated  as  a whole. 

11.367.  Chairman : That  is  quite  clear  now. 

11.368.  Mr.  Marks : In  your  paragraph  27,  where 
you  refer  to  the  West  Kent  decision,  you  say:  “ it 
was  held  ‘ that  all  sewers,  whether  overground  or 
underground,  were  rateable  wherever  the  occupation 
of  these  was  valuable  within  the  meaning  of  authori- 
ties dealing  with  rating,’  ” and  you  say  that  “ con 
siderablo  sums  were  received  from  outside  authorities 
for  the  use  of  the  sewer.”  Do  you  quarrel  with  that 
decision  ? — (Sir  Marry  Haward ) : I believe  not,  so  far 
as  that  relates  to  cases  where  an  actual  rent  is  re- 
ceived from  an  outside  authority,  but  perhaps  Mr. 
Keith  would  speak  as  to  that.  (Mr.  Keith) : Our 
position,  as  I pointed  out,  is  different.  We  do  not 
quarrel  with  that.  We  say,  if  you  show  that  there  is 
in  fact  an  income  coming  from  an  outside  source,  that 
income  is  obviously  income  which  might  be  taxed ; but 
where  you  are  dealing  with  sewers  which  are  the  pro- 
perty of  the  community,  and  which  are  rather  in  the 
sense  of  an  accommodation  in  the  interests  of  public 
health,  just  as  the  roads  are  an  accommodation  in  the 
interests  of  transport,  these  should  not  be  assessed 
to  Income  Tax. 

11.369.  On  these  Appendices  A and  B there  would 
be  a reduction  in  your  assessment  if  B were  adopted, 
which  you  put  forward,  from  £76,500  to  £19,400? — 
(Air.  Whiteley) : Yes,  but  these  are  hypothetical 
figures;  they  are  not  actual  figures  from  any 
authority,  but  they  are  brought  in  in  order  to 
emphasize,  and  to  give  examples  of,  all  the  points  we 
have  raised. 

11.370.  That  is  why  I asked  the  question;  that  is  a 
sort  of  measure  of  the  wrong? — No,  it  does  not 
measure  the  wrong  at  all. 

11.371.  Why  not? — We  do  not  put  forward  these 
figures  as  having  any  actual  relation  at  all. 

11.372.  The  proportion  between  the,  two  figures 
would  be  the  measure? — Not  necessarily  at  all.  The 
figures  we  have  put  forward  as  profits,  and  the  figures 
we  put  forward  as  interest,  are  entirely  hypothetical. 

11.373.  As  an  illustration  only? — An  illustration 
only ; but  may  I just  point  out  this  on  the  question 
that  I dealt  with  a moment  ago  on  Appendix  A ? The 
effect  of  our  set-off  of  the  taxed  profits  against  the  in- 
terest is  marked  to  the  extent  that  under  the  Borough 
Fund  we  have  an  excess  or  surplus  of  £11,300  : we  have 
a shortage  on  the  District  Fund,  and  we  cannot  set  the 
one  against  the  other.  Might  I also  mention  column 
2 of  that  same  statement?  The  whole  of  our  non- 
trading bank  interest,  the  whole  of  our  departments 
attached  to  the  Borough  Fund,  have  earned  interest 
to  the  amount  of  £12,000  on  that  statement.  On  the 
lower  portion  there  is  bank  interest  charged  on  the 
District  Fund’s  account  of  £10,000.  We  must  pay 
tax  now  on  the  £12,000,  and  have  no  benefit  at  ail 
with  regard  to  the  £10,000.  I would  like  again  to 
suggest  that  it  is  a mere  stroke  of  the  pen  which  fund 
it  comes  under ; but  at  present  we  have  to  pay  on  our 
£12,000,  and  get  no  benefit  for  our  £10,000.  ' We  say 
our  bank  interest  is  £2,000;  that  we  have  one  account 
net. 

11.374.  Sir  J.  Harmood-Banrier : What  is  the 

general  position  of  the  sewers  fund,  if  the  principal 
contention  is  that  it  is  an  Imperial  fund,  and  there- 
fore ought  to  be  free  from  all  rating  and  taxation? 
Is  not  that  one  point — that  the  sewers  should  be  taken 
over  by  the  State?— (Sir  Harry  Haward):  That  is 
one  of  the  points  that  we  make : that  it  is  a health 
service,  which  is  a semi-national  service,  and  therefore 
should  on  that  ground,  among  others,  be  exempt ; and, 
anyhow,  inasmuch  as  a grant  from  the  national  Ex- 
chequer towards  these  services  that  are  called  semi- 
national is  in  nearly  every  case  based  on  expenditure, 
the  Government  would  pay  half  the  Income  Tax  that 
was  paid  on  the  sewers,  if  they  were  assessed  to 
Income  Tax. 

11.375.  Of  course  you  understand  that  is  not  a 
matter  we  can  deal  with? — Yes. 
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11.376.  You  say  that  in  several  instances  Municipal 
Corporations,  or  similar  local  authorities,  have 
obtained  consent  from  Parliament  to  treat  all  their 
transactions  under  both  the  Borough  Rate  and  the 
District  Rate  in  one  rate,  under  one  collection  ? — They 
have  obtained  much  wider  power,  namely,  to  levy  one 
consolidated  rate,  and  that  carries  with  it  the  posi- 
tion that  you  outline. 

11.377.  That  carries  .with  it  the  position  that  they 
can  set  oif  one  against  the  other  of  all  the  funds? — 
Yes,  that  is  right. 

11.378.  So  that  virtually  municipal  authorities,  in 
some  cases,  are  under  very  great  disadvantage  as 
compared  with  other  municipal  authorities  who  have 
not  got  the  same  power? — Yes.  Leeds  promptly  cured 
the  effect  of  the  decision  of  the  House  of  Lords  in 
their  case  in  1911,  by  getting  powers  to  levy  a con- 
solidated rate.  Other  towns  have  followed,  and  there 
seems  to  be  no  difficulty  in  getting  these  powers  from 
Parliament. 

11.379.  It  would  be  quite  possible  for  other  towns 
probably  to  obtain  those,  but  you  suggest  that  it 
should  come  in  under  this  general  Income  Tax  ques- 
tion without  the  necessity  of  these  boroughs  each  going 
separately  to  Parliament? — Yes.  There  is  not  only 
the  trouble,  but  the  cost  of  applying  for  these  powers. 
In  fact  the  position  is  even  simpler  in  the  case  of 
London,  where  there  is  a consolidated  rate.  I am 
speaking  now  in  reference  to  the  London  County 
Council,  where  we  are  affected  by  this  Leeds  judg- 
ment, because  we  are  unable  to  set  off  the  taxed 
profits  on  the  tramways  against  any  other  interest 
than  that  which  relates  to  the  special  County  debt, 
which  does  not  affect  the  City  of  London.  Now  it  is 
quite  competent  for  the  London  County  Council,  if 
the  City  Corporation  were  willing  to  enter  into  an 
agreement  with  the  City,  under  a particular  section 
of  the  Local  Government  Act,  1888,  which  gives  power 
to  the  two  bodies  to  make  an  agreement  for  the 
cessation  of  the  exemption  of  the  City  of  London 
from  the  Special  County  Rate;  and  if  we  did  make 
that  agreement  on  general  grounds,  this  two-entity 
business  would  fall  automatically  to  the  ground,  and 
we  should  be  able  to  set  off  the  taxed  profits  of  our 
tramways  against  the  interest  on  the  whole  of  our 
debt;  it  does  not  even  require  an  Act  of  Parliament. 

11.380.  Mr.  McLintock : This  question  of  set-off  is 
a very  important  one? — Very  important  to  municipali- 
ties generally. 

11.381.  In  respect  that  you  are  differentiated 
against  as  compared  with  ordinary  trading  concerns? 
—Yes. 

11.382.  The  example  you  give  is  not  exactly  of  a 
full  set-off.  It  is  in  paragraph  75.  I do  not  quite 
follow  these  figures.  You  say:  “ If  the  Council  were 
paying  £100,000  in  dividends  out  of  money  raised  by 
rates,  and  were  to  acquire  or  construct  property  re- 
presenting an  annual  value  of  £20,000,  the  Crown 
would,  according  to  the  Council’s  contention,  get  tax 
upon  £120,000  ” ? — Yes. 

11.383.  “ On  £100.000  by  taxation  of  the  dividends, 
and  on  £20,000  by  taxation  under  Schedule  A;” 
and  you  go  on,  in  the  last  paragraph:  “The  Council 
having  paid  tax  on  £20,000  by  assessment  under 
Schedule  A,  would  claim  that  it  was  entitled  to 
retain  an  equivalent  sum  out  of  £120,000;”  should  not 
that  be  £100,000? — No.  I think  that  perhaps  there 
is  a little  confusion ; you  introduced  words  just  now 
in  the  question  that  the  Crown  would  get  at  present 
a tax  on  £120,000  and  on  £20,000.  We  say,  accord- 
ing to  the  Council’s  contention,  they  should  only 
havo  tax  upon  £100,000  and  £20,000 ; that  is 
£120,000  in  all.  But  as  the  law  now  stands,  they 
get  tax  on  £140,000.  That  is  dealt  with  in  the 
last  sentence  of  that  paragraph. 

11.384.  How  do  they  get  that? — They  get  tax  on 
£20,000,  that  is  new  property  which  has  been  built. 
Schedule  A ; there  is  an  extra  £20,000  of  dividend 
payable  on  the  new  stock  created  to  build  or  construct 
the  property;  so  that  instead  of  £100,000  dividends 
payable,  there  are  now  £120,000  dividends  payable. 

11.385.  You  have  got  a slight  gap ; it  is  not  by  any 
means  clear? — I am  sorry  if  it  has  misled  vou,  but 
that  is  the  position.  Perhaps  it  arises  from  the 
fact  that  we  say  here  in  the  second  line:  “ the  Crown 


would,  according  to  the  Council’s  contention.”  That 
is  what  they  ought  to  get — tax  upon  £120,000,  and 
not  tax  upon  £140,000.  Lord  Macnaghten  said  that 
they  would  only  get  tax  on  £80,000.  This  paragraph 
is  in  here  only  to  show  that,  in  our  opinion,  Lord 
Macnaghten — we  say  it,  of  course,  with  due  deference 
— appears  to  have  overlooked  a certain  fact.  It  is 
only  just  to  show  that  we  think  there  was  a flaw 
in  his  reasoning. 

11.386.  You  do  not  indicate  anywhere  in  that  para- 
graph that  you  pay  an  additional  £20,000  in  divi- 
dends, till  you  come  to  the  last  line? — If  you  take  the 
last  sentence  but  one,  we  say:  “The  Council  having 
paid  tax  on  £20,000  by  assessment  under  Schedule 
A,  would  claim  that  it  was  entitled  to  retain  an 
equivalent  sum  out  of  £120,000  dividends.” 

11.387.  I quite  agree,  now  that  you  explain  it,  but 
you  start  in  the  opening  paragraph  to  deal  with 
£100,000  dividends  and  £20,000  Schedule  A,  and  then 
you  increase  your  dividends,  without  any  comment, 
from  £100,000  to  £120,000? — I see  what  you  mean; 
but  we  started  with  £100,000  dividends  because  that 
was  Lord  Macnaghten’s  figure. 

11.388.  With  regard  to  this  question  of  set-off, 
you  claim  that  you  are  not  treated  as  others  are? — 
Are  you  referring  now  to  the  matter  in  paragraph 
75? 

11.389.  Yes,  and  also  with  regard  to  the  set-off  on 
an  undertaking  having  a large  loss  and  one  having  a 
profit? — We  are  allowed  that,  if  it  is  in  the  same 
rating  group. 

11.390.  But  you  raise  quite  a number  of  other 
points  in  paragraphs  34  to  39.  You  are  asking,  on 
this  question  of  set-off,  to  be  treated  as  another 
trading  concern  would  be,  say  which  had  two  Busi- 
nesses. Then  you  go  on  and  you  deal  with  it  in 
paragraph  35;  you  ask  that  you  should  have  a uni- 
form average  in  respect  ol  all  undertakings.  As 
long  as  you  have  that  uniform  method,  are  you  parti- 
cularly anxious  that  it  should  be  an  average? — 
(Mr.  Whiteley)  : That  point  only  deals  with  the  ques- 
tion of  assessing  undertakings  either  upon  one  year’s 
account  or  three  years’  accounts. 

11.391.  I quite  understand  some  of  your  under- 
takings are  assessed  on  three  years’  average  and  some 
on  one  year,  but  we  have  had  a lot  of  witnesses 
here  suggesting  that  the  present  average  basis  should 
be  disregarded  altogether,  and  that  the  profits  should 
be  assessed  on  the  preceding  year.  I want  to  know 
if  your  Institute  is  specially  desirous  of  a three 
years’  average,  or  what  other  form  of  average  you 
advocate.  You  refer  to  it  only  as  a uniform  average 
here? — We  do  not  specially  press  it.  In  our  opinion, 
three  years  is  better  from  a municipal  point  of  view, 
because  you  get  a better  average  in  three  years’ 
accounts,  but  we  do  not  specially  press  it  beyond  the 
fact  of  uniformity. 

11.392.  In  paragraph  36  you  ask  for  the  cost  of 
stamping  debentures,  and  commission? — Yes. 

11.393.  You  are  aware  that  no  trader  who  has  the 
, same  expense,  gets  that.  This  is  a different  point? 

— We  are  not  really  aware  that  this  is  so,  but  we 
submit  that  at  any  rate  from  our  standpoint  it  is 
equitable  and  fair.  It  is  part  of  our  revenue 
charges.  If  we  go  to  the  Ministry  of  Health  for  a 
sanction  to  borrow  money  for  any  purpose,  or  if  we 
go  to  Parliament  with  a Bill  for  powers  to  borrow 
money,  and  we  include  in  our  estimate  these  costs, 
•they  strike  them  out.  They  say:  “you  must  charge 
that  to  your  revenue.” 

11.394.  You  are  the  same  as  other  people  in  this 
respect,  are  you  not?  You  are  not  being  penalized? 
- -Perhaps  not,  but  we  claim  that  is  fair.  (Mr. 
Keith) : You  may  take  it  that  we  say  that  we  should 
have  it,  and  that  the  private  trader  should  have  it, 
too. 

11.395.  Then  the  next  point  is  as  to  wasting  assets. 
Of  course,  that  is  common  to  all  three? — (Mr. 
Whiteley) : Quite  so.  The  only  point  that  we  put 
forward  there  is  that  the  obsolescence  should  be 
allowed,  whether  the  machinery  is  replaced  or  not. 

11.396.  That,  of  course,  is  another  case  where  you 
are  not  differentially  treated? — That  is  so. 

11.397.  Then  you  also  ask  this  In  paragraph  7 
you  say  that  premiums  transferred  to  insurance  funds 
are  not  allowed  as  a working  expense?— No,  we  do  not 
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ask  that,  if  you  will  kindly  look  at  paragraph  38, 
which  says  that  in  regard  to  paragraphs  7,  8 and  9 
we  make  no  observations.  We  simply  state  that  as  a 
fact  as  to  the  present  basis  of  our  assessments ; we 
do  not  ask  for  any  alteration. 

11.398.  It  is  quite  a reasonable  method  of  dealing 
with  it  where  you  do  not  actually  insure  ? — Quite  so ; 
we  are  quite  satisfied. 

11.399.  On  the  question  of  the  sewers ; in  Scotland 
the  o'frner  of  a property  is  the  owner  of  the  sewers, 
is  he  not? — (Mr.  Keith) : No;  he  is  merely  the  owner 
of  the  connecting  drain,  but  a sewer  is,  in  fact,  an 
extension  of  all  property. 

11.400.  When  he  buys  a new  house  in  the  price  is 
included  the  price  of  the  actual  laying  of  the  sewer 
from  the  house  down  to  the  road,  however  far  away 
it  is? — That  is  if  the  arterial  sewer  were  not  within 
100  yards  of  his  house,  he  has  to  make  that  100 
yards  of  connection.  But  he  gets  the  use  of  the 
arterial  sewer ; and  in  Scotland  he  usually  pays  what 
is  called  a reasonable  sum  for  the  use  of  that  arterial 
sewer;  so  that  as  a matter  of  fact,  the  value  of  the 
sewer  has  been  expressed  in  the  value  of  the  house 
which  drains  into  the  sewer,  and  in  respect  of  that 
value  the  rent  is  higher,  and  in  that  higher  rent 
the  sewer  assessment,  both  rating  and  Income  Tax, 
has  been  already  charged. 

11.401.  My  point,  shortly,  is  this:  that  in  the 
annual  value  of  a house  there  is  reflected  something 
for  the  annual  value  of  the  sewer? — That  is  exactly 
the  case. 

11.402.  So  that  if  you  exempt  them  in  the  case  of 
the  local  authority  you  would  have  to  make  a reduc- 

• tion  in  the  annual  value  of  all  the  rateable  property 
as  well,  would  you  not? — No,  because  this  is  an  en- 
tirely new  charge.  If  the  sewers  were  not  rateable 
and  were  not  assessable  to  Income  Tax  from  1854 
down  to  1912,  the  presumption  is  that  there  was  no 
annual  value  there  to  tax.  This  is  merely  the 
result  of  case  law 

11.403.  I quite  agree,  but  as  a matter  of  fact  in 
the  cost  of  a new  house  there  is  the  cost  of  the  sewer, 
and  the  buyer  of  that  house  cannot,  as  a rule,  split 
his  price,  and  consequently  he  is  very  frequently 
rated  on  the  cost  of  the  dwelling-house  that  he 
buys? — Yes. 

11.404.  Mr.  Kerly:  May  I ask  you  whether  you  are 
distinguishing  between  a drain  which  serves  one 
house  and  sewers  which  serve  houses  generally? 

11.405.  Mr.  McLintock : In  Scotland  as  a rule  you 
have  to  pay  for  the  sewer  which  connects  with  the 
main  sewer. 

11.406.  Mr.  Kerly:  That  is  the  drain? — But  you 
do  not  buy  the  taxation  that  is  imposed  subsequently 
upon  the  sewer.  What  you  buy  is  the  structural 
cost  of  the  sewer.  That  cost  remains  whether  it  is 
taxed  or  not  taxed. 

11.407.  Mr.  McLintock : That  cost  is  a factor 
which  enters  into  the  annual  value,  under  Schedule 
A,  of  the  house  and  the  sewer? — Agreed,  and  there- 
fore the  sewer  should  not  be  taxed  a second  time. 

11.408.  On  the  question  of  this  interest  that  you 
pay  and  from  which  you  get  no  set-off  for  your 
annual  value,  is  there  any  distinction,  say,  between 
your  case  and  that  of  a man  who  owns  a house  and 
pays  interest  on  mortgage,  and  whose  income  is  de- 
rived. say,  from  an  allowance  from  his  father,  oiyt 
of  which  he  pays  his  interest? — (Sir  Harry  Haward) : 
We  say  in  paragraph  76  (ft)  : “ as  this  right  does  not, 
in  the  case  of  the  private  individual,  depend  upon 
whether  in  fact  the  interest  on  the  loan  is  paid  out 
of  income  arising  from  the  property,  the  right  to 
retain  the  tax  deducted  by  local  authorities  from 
interest  should  not  be  limited  to  interest  paid  in 
fact  out  of  such  income.”  If  a person  whose  income 
is  not  taxable,  or  a person  whose  income  was  under 
the  taxable  limit,  were  the  owner  of  a small  house 
which  was  mortgaged,  such  a person,  having  paid 
tax  under  Schedule  A.  would  be  able  to  deduct  and 
retain  the  tax  from  the  interest  on  the  mortgage. 
It  does  not  depend  on  whether  the  person’s  income  is 
taxable  or  not. 

11.409.  As  regards  others  than  a corporation?. — 
(Mr.  Whiteley ) : Quite  so,  and  it  does  not  depend  on 
whether  the  loan  on  which  the  interest  is  paid  is 


charged  on  the  property  or  not.  Might  I say  this. 
Mr.  McLintock  was  good  enough  to  raise  one  or  two 
points  of  distinction  between  the  local  authority  and 
the  private  trader.  May  I point  out  that  in  para- 
graph 78  where  the  summary  of  our  claims  is  put 
forward,  paragraph  78  (ft)  says:  “that  the  taxable 
income  of  a local  authority  should  be  regarded  as  a 
whole,  and  its  right  to  retain  tax  deducted  from  the 
interest  paid  to  its  creditors  should  be  similarly 
regarded,  and  not  restricted  on  account  of  statutory 
earmarkings.”  We  are  at  present  restricted  by 
reason  of  any  statutory  payment  that  we  make  out 
of  our  profits,  for  example,  the  contribution  to  out 
sinking  fund;  we  contend  strongly  that  the  private 
trader,  whatever  he  does  with  his  profit,  is  allowed 
to  set  off  his  interest  against  his  profit,  and  that  we 
ought  not  to  be  put  into  a differential  position 
because  of  our  statutory  contribution  to  a sinking 
fund  or  reserve  fund ; having  paid  tax  under  Sche- 
dule D and  also  under  Schedule  A,  we  must  not  also 
pay  again  upon  the  interest. 

11.410.  The  examples  illustrate  exactly  what  you 
mean? — They  do. 

11.411.  Mr.  Walker  Clark : I think  Mr.  Whiteley 
referred  to  paragraph  47,  on  the  merging  of  the 
rating  funds  into  one,  as  a stroke  of  the  pen,  purely 
accidental.  Is  it  not  a fact  that  in  a great  many 
cases  the  merging  of  these  rating  funds  is  a question 
of  bargaining  between  the  interests  which  are  affected 
by  the  merging?  Was  it  not  so  in  Leeds,  which  you 
quote? — There  was  a matter  of  arrangement  as  to 
the  average  percentage  which  was  to  be  allowed  for 
land,  that  is  all ; but  no  difficulty  in  coming  to  an 
arrangement. 

11.412.  It  was  a question  of  bargaining ; that  is  the 
point  I want  to  bring  out.  This  is  not  purely  acci- 
dental. but  it  is  a question  of  bargaining  between  the 
various  interests  which  were  affected  by  the  merger? 
— When  I said  it  was  a stroke  of  the  pen  I think  I 
was  right  in  this  sense.  Take  my  own  experience 
at  Bradford.  We  have  gone  to  Parliament  over  and 
over  again,  certainly  right  back  to  1866,  for  all  kinds 
of  purposes  of  local  administration  and  public  health, 
and  we  have  in  our  Bill  simply  put  that  as  a charge 
upon  our  Borough  Fund,  which  in  practically  every 
other  town  in  the  country  is  a cnarge  upon  the 
District  Fund;  it  is  an  ordinary  public  health  service. 
We  have  our  parks  upon  the  Borough  Fund,  we  have 
our  hospitals  upon  the  Borough  Fund,  we  have  our 
sewage  works  upon  the  Borough  Fund,  and  quite  a 
number  of  other  purposes.  We  simply  put  them  in  as 
a charge  on  the  Borough  Fund ; nobody  ever  objected, 
and  Parliament  never  objected,  but  passed  our  Bill 
as  it  was;  and  the  same  thing  has  applied  with 
regard  to  other  corporations. 

11.413.  Have  you  applied  to  Parliament  during  the 
last  five  or  six  years? — No. 

11.414.  Are  you  aware  that  other  corporations  have 
applied  and  have  had  very  severe  opposition  from 
certain  ratepayers  to  merger? — I know  that  there  has 
not  been  any  difficulty.  The  only  opposition  there  has 
been  is  one  that  you  mention — as  to  an  arrangement 
of  the  average  exemption  to  be  allowed  to  the 
occupier  of  land. 

11.415.  Railway  companies  and  canal  companies? — 
No  : railway  companies  and  canal  companies  have  been 
on  the  same  footing,  but  they  have  raised  no  objection 
to  the  principle.  They  have  simply  contended,  for 
their  own  benefit,  for  as  much  exemption  as  they 
could  get. 

11.416.  The  same  exemption  which  existed  before 
tho  war  ? — Tho  same  average  exemption  ; quite  so. 

11.417.  It  is  not  a question  that  it  is  purely  acci- 
dental or  a matter  of  a stroke  of  the  pen.  It  is  a 
matter  of  bargaining  between  the  interests  concerned 
which  would  be  affected? — I suggest,  with  all  respect, 
that  that  is  merely  a question  of  detail,  not  of 
principle. 

11.418.  Look  at  paragraph  78  for  a moment.  I 
am  rather  interested  in  some  of  these  points,  because 
a Committee  on  which  I acted  drew  up  this  proposal 
many  years  ago.  In  paragraph  78  (c)  you  ask  for  the 
exemption  of  property  producing  no  revenue.  Would 
you  agree  that  the  same  privilege  should  be  given  to 
a trader  who  owned,  say,  a park  in  connection  with 
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his  works— Bournville,  for  example? — (Sir  Harry 
Haward):  What  privilege  do  you  refer  to,  Sir?  A 
park  in  the  case  of  a local  authority  is  not  assessed 
to  Income  Tax. 

11.419.  Yes,  that  I know,  but  would  you  grant  the 
same  privilege?  Here  you  want  “ the  right  possessed 
by  the  owner-occupier  of  property,  including  property 
producing  no  revenue,  of  setting  the  tax  paid  by 
them  under  Schedule  A against  their  liability  in 
respect  of  tax  on  interest  and  chief  rents.”  Would 
you  support  the  same  privilege  to  a private  trader? 
— (Mr.  Keith ) : Not  if  the  property  were  occupied 
privately ; but  if  the  property  were  open  to  the  public 
and  the  public  had  full  access  to  it  in  the  sense  of 
a public  park,  certainly  he  should  get  the  same 
privilege  that  the  community  gets ; because  after  all 
the  park  would  then  be  a communal  park 

11.420.  Thank  you;  I am  quite  prepared  to  accept 

yes  or  no.  On  the  question  of  sewers,  a statement  was 
made  that  the  rating  served  no  useful  purpose  except 
for  the  national  Exchequer.  Well,  of  course,  it  is  the 
national  Exchequer  with  which  we  are  interested  here. 
Would  you  say  that  a large  drain  such  as  exists  in  the 
West  Riding  of  Yorkshire  or  the  Fen  District  shcald 
be  equally  exempt? — It  would  depend  entirely  upon 
its  valuable  occupation.  If  there  are  manufacturers 
called  upon  to  pay  a special  contribution  for  the  use 
of  that  drain 

11.421.  Merely  for  draining  the  land? — If  it  is 
merely  a public  health  convenience  it  should  not  be 
taxed. 

11.422.  Would  you  say  that  a sewer  should  not  be 
taxed,  which  was  taken  over  by  a local  authority  from 
a neighbouring  local  authority,  and  when  the  smaller 
local  authority  was  made  to  pay  a rent  for  the  use  of 
that  sewer  and  that  rent  was  taxable? — Clearly,  that 
differentiates  the  case.  You  there  have  a definite 
charge  for  value  received,  and  where  you  have  a 
definite  charge  for  value  received  it  becomes  a source 
of  income.  Of  course,  the  amount  received  should  be 
liable  to  certain  deductions ; it  should  pay  its  share  of 
maintenance  and  upkeep ; it  should  pay  probably  its 
share  of  sinking  fund,  if  there  was  a sinking  fund 
necessary ; and  only  the  free  revenue  should  then  be 
taxed  as  income. 

11.423.  That  payment  would  cease  when  the  district 
was  absorbed? — Then  it  ceases  to  be  a rent-receiving 
subject  and  becomes  merely  a public  convenience.  We 
could  postulate  a case.  You  might  have  a road  for 
which  a toll  or  way-leave  was  charged;  if  that  road 
then  became  a part  of  the  public  roads  it  would  cease 
to  be  taxable,  because  no  road  is  taxed.  But  it  would 
be  a quite  reasonable  proposition  to  say  that,  in 
respect  of  that  road  for  which  a way-leave  was  charged 
by  the  owner,  to  the  extent  of  that  way-leave  the 
owner  would  be  taxed,  because  'he  was  receiving 
income. 

11.424.  A borough  absorbed  half-a-dozen  smaller 

areas  during  the  last  few  years.  Several  of  these 
areas  paid  a considerable  rent  for  the  use  of  their 
sewers  or  sewers  that  passed  through  their  districts. 
Now  they  are  all  absorbed  into  one  borough.  Would 
you  say  that  because  they  are  absorbed  and  no  rent 
is  being  received,  therefore  the  sewers,  which  did  con- 
tiibute  to  Imperial  Revenue  previous  to  that  absorp- 
tion, should  be  free? — Yes,  I think  so;  certainly  if 
rent  has  ceased  to  be  paid  or  received.  (Sir  Harry 
Haward) : I think  there  is  possibly  some  little 

difference  of  opinion  between  us  here  on  that  par- 
ticular point.  The  Scotch  representative  said  ho  did 
not  raise  any  objection  to  tax  being  paid  where  a rent 
was  being  received  from  an  outside  authority  for  the 
sewer.  I think  perhaps,  if  I may  say  so,  he  may  have 
been  influenced  by  the  fact  that,  being  a rent,  it 
would,  under  the  existing  legislation,  become  taxable. 
But  my  own  personal  view  is  that  if  that  rent  repre- 
sents nothing  more  than  the  interest  and  sinking  fund, 
as  it  were,  on  the  cost  of  constructing  the  sewer,  it 
should  not,  in  equity,  be  taxed,  and  therefore  when 
that  district  was  absorbed,  as  the  Commissioner  here 
suggested,  in  the  area  of  the  central  authority  (the 
inner  authority)  there  would  be  no  difference  made. 


I am  very  much  of  opinion  that  such  a contribution 
ought  not  to  be  taxed 

11.425.  Chairman:  It  is  very  interesting  to  find  a 
little  difference  of  opinion? — (Mr.  Keith)  : I do  not 
differ  from  Sir  Harry,  because  I thought  I made  that 
explanation  to  you  which  I should  have  given  you 
earlier. 

11.426.  Mr.  Walker  Clark : There  is  a considerable 
difference  between  the  two  points.  However,  I will 
leave  that  and  go  on  to  a further  point.  In  the  case 
of  a private  manufacturer,  for  example,  there  are 
many  cases  as  you  know,  at  any  rate  in  Yorkshire, 
where  a private  owner  owns  a large  property  which 
includes  the  houses  for  his  workpeople,  and  he  owns 
the  drains  and  has  to  maintain  their  upkeep,  and  the 
whole  cost  of  it  comes  out  of  the  general  partnership. 
Would  you  say  that  such  a drain  should  not  be 
assessed  ? — No,  it  should  not  be  assessed,  because  it  is 
assessed  in  the  value  of  the  houses  which  drain  into  it. 

11.427.  It  is  a common  drain  for  his  factory? — (Mr. 
Whiteley)  : I think  we  should  be  quite  agreed  that  a 
drain  in  that  circumstance  should  be  exempted  just  as 
much  as  if  it  was  the  property  of  a public  authority. 
(Mr.  Keith) : Clearly. 

11.428.  Is  it  not  a fact  that  the  exempted  properties 
which  you  enumerate,  such  as  hospitals  and  schools, 
are  regarded  rather  as  national  than  local?  You  call 
attention  to  the  fact  that  an  education  office  is  taxed, 
but  that  schools  are  exempt.  Is  it  not  a fact  that 
the  office  is  purely  local  and  is  very  often  used  for 
more  purposes  than  one? — (Mr.  Whiteley) : The  office 
is  local  in  its  geography,  and  so  is  the  school,  but  our 
contention  there  is  that  the  school  is  semi-national  in 
character ; it  has  a national  purpose ; and  our  con- 
tention is  that  the  education  office  is  part  and  parcel 
of  the  educational  system ; you  cannot  run  your  school 
unless  you  have  an  administrative  office. 

11.429.  Would  you  grant  the  same  privilege  for 
underground  cables  held  by  private  owners  that  you 
ask  for  sewers? — Cables,  no.  (Mr.  Keith):  No,  be- 
cause cables  have  all  got  a commercial  value,  and  have 
got  a commercial  income. 

11.430.  Chairman:  I do  not  think  we  want  con- 

vincing of  that. 

11.431.  Mr.  Walker  Clark : Is  not  the  real  remedy 
for  this  rather  to  be  found  in  quite  another  direction, 
which  has  been  put  by  Sir  John  Harmood-Banner  just 
lately — the  transfer  to  Imperial  charges  of  these  costs 
rather  than  the  transfer  of  a mere  section  of  the 
Income  Tax? — (Mr.  Whiteley ):  I think  our  answer 
to  that  would  be  that  you  are  opening  up  an  enor- 
mously wider  avenue  in  order  to  settle  a small  in- 
justice. 

11.432.  I thought  it  was  a large  injustice? — These 
purposes,  although  national  or  semi-national — that  is 
the  word  I will  use — in  their  character,  are  adminis- 
tered by  the  local  authorities  and  can  be  better  ad- 
ministered by  the  local  authorities,  because  the  autho- 
rity and  its  officers  are  actually  on  the  spot.  They  can 
be  better  administered  by  the  local  authority  than 
they  could  by  the  national  authority. 

11.433.  Dr.  Stamp : Take  the  question  of  assessment 
of  a corporation  in  its  simplest  form,  apart  from 
division  into  funds.  In  the  case  where  the  interest 
payable  on  a loan  borrowed  on  the  security  of  the 
rates,  we  will  say,  is  £10,000,  and  there  is  no  taxable 
property  in  the  possession  of  the  authority,  the 
assessment  would  be  £10,000,  would  it  not? — (Sir 
Harry  Haward)  : Yes. 

11.434.  The  whole  of  the  tax  would  be  deducted 
from  people  in  different  parts  of  the  country  who  had 
lent  the  money? — Yes. 

11.435.  The  corporation  would  be  merely  acting  as  a 
revenue-collecting  agent? — Certainly. 

11.436.  In  the  event  of  their  having  some  property 
with  profits  amounting  to,  say,  £2,000  or  £3,000,  that 
would  be  separately  assessed  at  first? — Yes. 

11.437.  And  the  balance  between  that  and  the 
£10,000  would  then  be  separately  assessed? — Yes. 

11.438.  But  the  total  liability  is  always  £10,000? — 
Yes. 

11.439.  And  you  do  not  alter  the  character  of  the 
corporation  as  a revenue- collecting  agent? — No. 

2 N 3 


27880 


564 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


11  September , 1919.]  Sir  Harry  Ha  ward,  Mr.  F.  Ogden  Whiteley,  and  Mr.  Keith.  [ Continued . 


11.440.  They  get  back  the  whole  of  the  tax  from  the 
interest? — (Mr.  Whiteley ) : The  Revenue  would  get 
the  total  tax  on  property  and  profits  or  the  total  tax 
on  interest,  whichever  is  the  greater. 

11.441.  StiU  £10,000?— Still  £10,000.  It  might  be 
greater. 

11.442.  We  will  assume  for  the  moment  that  the 
property  is  not  greater.  So  long  as  the  interest  is  in 
excess,  the  total  liability  of  the  Corporation  is  always 
£10,000?— Yes. 

11.443.  Is  there  a great  deal  of  time  spent  in  work- 
ing out  these  liabilities  on  profits  of  property?  Is  it 
sometimes  a complicated  calculation  for  the  Sur- 
veyor?— Tolerably  so. 

11.444.  Would  it  make  any  difference  whatever  to 
the  Exchequer  if  the  assessment  were  still  made  upon 
the  total  interest  paid  in  those  cases? — Sometimes  it 
would  a little.  Sometimes  the  total  of  the  Schedule 
A and  Schedule  D assessments  exceeds  the  total  of 
the  interest. 

11.445.  But  I am  taking  the  simple  case  where  the 
interest  paid  is  always  in  excess.  In  that  case  is  not 
the  whole  of  this  work  and  time  that  is  put  into  it,  to 
use  a common  word,  a wash-out? — Yes. 

11.446.  In  many  cases  is  there  not  a considerable 
amount  of  work  attached  to  working  out  these 
separate  details? — A great  deal. 

11.447.  For  a thing  that  does  not  matter  at  all  in 
the  long  run? — Yes. 

11.448.  Does  not  that  present  itself  to  you  as  some- 
thing of  a waste  of  public  money? — We  have  felt  that 
very  often  and  very  strongly.  ( Sir  Harry  Haward) : 
I am  not  quite  clear ; may  I ask  what  you  mean  by 
saying  that  it  does  not  matter  in  the  long  run?  It 
does  as  between  the  corporation  and  the  Revenue. 

11.449.  I am  speaking  now  about  the  total  liability 
to  the  Exchequer.  Never  mind  how  it  is  worked  out 
in  detail.  If  the  interest  exceeds  the  property  and 
profits,  all  that  work  is  practically  no  good? — Sup- 
posing that  the  interest  exceeds  the  profits  on  one 
rating  fund. 

11.450.  I am  disregarding  the  question  of  funds  for 
the  moment.  I am  taking  the  simplest  case  first? — 
(Mr.  Keith ) : Your  case  would  be  accurate  if  the 
borough  were  allowed  to  have  a unit. 

11.451.  I am  coming  to  that  in  a minute.  Now,  take 
the  case  where  you  are  not  quite  certain  whether  the 
property  and  profits  are  less  than  or  more  than  the 
interest  to  he  paid.  It  is  necessary  then  to  go  into 
it  and  work  it  out? — (Mr.  Whiteley ) : Yes. 

11.452.  Now,  take  the  case  where  the  property  and 
profits  are  in  excess  of  the  interest.  It  has  to  be 
worked  out  in  detail  in  the  way  that  you  have  shown 
us?— Yes. 

11.453.  We  will  say  that  it  comes  to  £13,000.  The 

assessment  on  interest  paid  drops  then,  does  it  not, 
practically? — Practically  speaking.  If  I might  take 

Appendix  B and  the  figures  which  we  have  put  for- 
ward, the  interest  there  exceeds  the  amount  of 
Schedule  A and  Schedule  D assessments  by  £19,000. 
Therefore  your  first  point,  I take  it,  would  be  that  we 
paid  on  £348,000,  and  therefore  the  others  do  not 
matter. 

11.454.  Now,  take  the  case  where  these  calculations 
come  to  a total  in  excess  of  the  interest  paid.  Suppose 
it  comes  to  £13,000,  and  you  recover  the  tax  on 
£10,000  from  the  lenders  of  the  money,  the  corpora- 
tion then  bears  the  balance,  the  tax  on  £3,000  ? — Yes. 

11.455.  The  corporation  is  really  a kind  of  collective 
entity  for  the  ratepayers? — Yes. 

11.456.  Therefore  the  ratepayers  are  practically 
paying  a tax  to  the  Exchequer  on  £3,000? — Yes. 

11.457.  If  they  had  not  to  pay  that  tax  presumably 
their  rates  might  be  less? — That  is  so. 

11.458.  Therefore  it  comes  in  effect  to  a tax  on  the 
individual  ratepayers  in  the  proportion  in  which  they 
pay  rates? — Yes. 

11.459.  That  is  to  say,  a flat  Income  Tax  over  the 
whole  of  the  ratepayers? — Yes. 

11.460.  Are  some  of  the  ratepayers  poor  people? — 
(Mr.  Keith ) : Yes. 

11.461.  Ought  they  to  pay  Income  Tax  if  their 
income  is  below  £130? — No. 

11.462.  Does  not  the  method  of  assessing  corpora- 
tions virtually,  in  the  long  run,  mean  that  some  people 


are  being  indirectly  taxed  to  Income  Tax? — That  is 
so.  (Mr.  Whiteley)  : Without  a doubt  that  is  so. 

11.463.  With  regard  to  those  who  ought  to  pay 
Income  Tax,  when  they  pay  Incoine  Tax  to  the 
Exchequer,  they  pay  at  various  rates,  do  they  not? — 
Yes. 

11.464.  Does  not  this  method  of  indirect  taxation 
of  the  ratepayer  make  him  pay  at  a flat  rate,  and 
make  the  poorer  people  pay  a higher  rate  than  they 
ought,  and  the  richer  people  pay  a lower  rate  than 
they  ought? — (Mr.  Keith ) : They  pay  6s.  in  the  £ all 
round. 

11.465.  Does  it  appear  to  you  that  there  is  a good 
purpose  served  by  taking  money  from  ratepayers  in  a 
rather  inequitable  way  to  pay  to  themselves  as  tax- 
payers?— (Mr.  Whiteley ) : We  were  not  commissioned 
to  say  that.  Personally,  in  a book  I have  written 
on  the  question  of  the  Income  Tax,  I have  put  forward 
as  my  own  view,  rather  strongly,  the  view  that  you 
suggest. 

11.466.  Now  coming  to  the  question  of  the  division 
into  funds,  the  Borough  and  the  District  Funds : is 
there  any  inherent  reason  in  nature  why  there  should 
be  two  funds? — None  whatever. 

11.467.  Is  it  not  more  or  less  a historic  accident? — 
That  is  so. 

11.468.  Is  it  not  related  to  the  development  of 
public  health  legislation? — It  is. 

11.469.  You  have  in  the  corporation  a collective 
entity  of  ratepayers? — True. 

11.470.  But  by  this  division  of  the  funds,  you  have 
two  collective  entities  of  the  same  ratepayers? — True. 

11.471.  To  take  a simple  illustration,  when  you  are 
calculating  the  profits  of  the  gasworks,  owned,  say,  by 
the  borough  collective  entity,  they  serve  themselves,  as 
the  borough  collective  entity,  with  gas,  and  they  serve 
themselves,  as  the  district  collective  entity,  also  with 
gas? — Quite. 

11.472.  Is  it  sometimes  a very  nice  and  lengthy 
calculation  to  divide  the  profits  of  the  two? — We 
have  made  reference  to  that,  and  if  I might,  without 
disrespect,  say  so,  it  is  quite  farcical. 

11.473.  Thank  you  for  that  word.  I was  going  to 
put  a word  similar  to  that,  and  ask  you  whether  that 
calculation  was  not  also  a waste  of  public  money? — 
Quite. 

11.474.  And  does  it  not  raise  a number  of  very 
difficult  questions  which  are  often  the  subject  of  long 
argument  and  discussion,  quite  rightly  under  the 
present  state  of  affairs,  with  the  Revenue? — Yes,  with 
the  Revenue  authorities.  They  have  to  satisfy  them- 
selves, and  we  have  to  satisfy  ourselves;  it  is  a diffi- 
cult calculation  which  involves  a considerable  amount 
of  time,  and  a very  considerable  amount  of  argument, 
frequently,  with  the  officers  of  the  Revenue,  to  satisfy 
them.  This  very  fine  point  has  been  made,  that  in 
supplying  gas  to  the  town  hall  we  cannot  make  a 
profit  on  it ; in  supplying  gas  to  the  baths,  we  must 
make  a profit  and  pay  tax  on  it. 

11.475.  It  is  in  fact  very  often,  in  the  case  of  a 
large  corporation,  an  exceedingly  minute  and  dis- 
putable calculation? — It  is,  both  in  regard  to  gas,  and 
(more  particularly)  in  regard  to  electricity. 

11.476.  And  a highly  interesting  academic  exercise? 
— Yes. 

11.477.  Which  brings  practically  no  revenue  to  the 
State? — That  is  so. 

11.478.  All  this  is  due,  more  or  less,  not  to  any 
necessity  of  nature  or  equities  of  the  case,  but  more 
or  less  to  historic  accident — the  division  into  two 
funds? — (Mr.  Keith) : Yes;  we  have  three,  as  a matter 
of  fact.  (Mr.  Whiteley)  : I think  it  is  almost  entirely 
so,  as  I have  tried  to  put  before,  when  I used  the 
words  that  it  was  a mere  stroke  of  the  pen.  My  own 
experience  of  Bradford,  for  nearly  thirty  years,  is 
that  it  has  been  a mere  stroke  of  the  pen  as  to  which 
they  happen  to  come  under. 

11.479.  Coming  now  to  the  question  of  sewers:  if 
a ratepayer  has  a property  in  his  private  ownership, 
and  the  ratepayer  improves  the  drainage  of  it  himself, 
supposing  it  is  a large  property,  and  he  makes  sewerB 
and  drains  and  improves  it,  the  assessment  on  his 
property  might  be  increased  ? — (Mr.  Keith) : It  might 
be,  under  our  practice 
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11.480.  It  would  enhance  the  value  of  his  property? 
— It  would. 

11.481.  And  the  assessment  might  be  put  up? — It 
might  be. 

11.482.  Would  the  assessment  be  made  on  the  drains 
or  sewers,  or  on  the  value  of  the  house? — It  would 
be  made  on  the  value  of  the  house,  and  if  an  addition 
has  been  put  to  the  valuation  of  the  drains  on  the 
valuation  roll,  it  would  also  be  put  on  the  sewers. 

It  might  be  taxed  twice. 

11.483.  Are  roads  which  serve  private  houses  up  to 
the  main  road  assessed  to  Income  Tax? — Not  as  a 
rule. 

11.484.  Why  not? — Just  what  I have  said:  they  are 
treated  as  a public  convenience  for  transport;  and 
the  sewers  ought  to  be  treated  as  a public  convenience 
for  public  health. 

11.485.  You  can  find  no  ground  in  principle  of  dis- 
tinction between  sewers  and  roads  serving  private 
houses? — None  whatever. 

11.486.  You  would  say,  I take  it,  that  there  was  no 
value  of  the  houses  or  their  rentals,  a separate  assess- 
of  values? — Yes,  except  that  each  householder  does 

11.487.  There  is  an  assessment  of  the  full  annual 
value  of  the  houses  or  their  rentals,  a separate  assess- 
ment either  of  roads  or  sewers  would  be  a duplication 
of  values? — Yes,  except  that  each  householder  does 
pay  for  the  maintenance  of  the  road.  He  pays  a rate, 
but  he  pays  no  Income  Tax. 

11.488.  Apart  from  the  buildings  served,  all  the 
value  in  the  sewers  has  been  taken  up? — We  think  so. 

11.489.  Mr.  Prctyinan:  I gather  from  your  paper 
that  you  accept  the  fact  that  there  is  a very  broad 
distinction  in  principle  between  services  which  are 
rendered  by  a municipality,  or  a corporation,  or  a 
local  authority,  of  a national  or  semi-national 
character,  and  those  which  are  rendered  purely  for  the 
advantage  of  the  locality  itself? — (Mr.  Whiteley) : 
We  feel  so. 

11.490.  I take  it  that  your  proposal  is  that  so  far 
as  the  national  or  semi-national  services  are  concerned, 
they  ought  to  be  free  from  Income  Tax? — We  submit 
that  for  the  very  serious  consideration  of  the  Com- 
mission. 

11.491.  If  I may  say  so,  I entirely  agree.  You  then 
put  forward  two  other  separate  points.  I suppose  I 
should  be  right  in  saying,  on  that  first  point,  that  if 
a service  is  exempt  in  itself  from  Income  Tax,  no 
question  arises  of  any  deduction  in  respect  of  that 
service? — If  we  stop  the  tax  from  the  lender,  we 
should  bring  the  interest  from  which  we  had  stopped 
the  tax  into  our  general  assessment  form.  The  claim 
that  we  put  forward  is  that  we  pay  on  the  total 
profits  of  the  property  or  the  total  interest,  which- 
ever is  greater. 

11.492.  If  that  principle  were  accepted,  it  would 
be  simple  to  carry  out? — Yes. 

11.493.  If  the  principle  were  accepted  that  those 
services  were  exempt'  from  Income  Tax  because  they 
were  national  or  semi-national  services,  then  the 
question  of  interest  settles  itself,  so  far  as  they  are 
concerned? — Quite  so. 

11.494.  If  you  supply  that  class  of  service,  you 
ask  that  you  should  be  placed  in  the  same  position 
as  a private  individual  who  is  providing  something 
for  himself  ? — Exactly. 

11.495.  A private  individual  borrows  money  to  pro- 
mote or  develop  an  enterprise  on  which  he  is  going 
to  make  a profit,  or  for  some  purpose  of  his  own 
private  convenience  or  pleasure? — Quite  so. 

11.496.  And  he  thereby  increases  his  taxable  liabi- 
lity for  that  servico? — That  is  so. 

11.497.  But  before  paying  that  tax,  or  in  paying 
that  tax,  he  is  able  to  deduct  tax  from  the  interest 
upon  the  money  which  he  has  borrowed  for  the  pur- 
pose?— He  retains  the  tax  when  he  is  paying  the 
interest  to  the  mortgagee. 

11.498.  It  is  a deduction? — Yes. 

11.499.  He  sets  one  off  against  the  other? — True. 

11.500.  He  pays  the  tax  on  the  whole  of  the  pro- 
perty which  he  possesses,  but  he  retains  that  portion 
of  the  tax  which  he  deducts  from  the  mortgagee, 
which  represents  any  interest  on  money  which  he  has 
sorrowed  for  the  provision  of  the  object? — The  mort- 
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gagee’s  share  of  the  profits.  It  is  only  an  allocation 
of  profits. 

11.501.  And  you  ask  to  be  put'  on  the  same  footing 
there? — We  do. 

11.502.  If  I may  say  so,  -I  entirely  agree.  Those 
are  the  two  main  principles  which  you  put  forward? 
—Yes. 

11.503.  Then  you  put  forward  a third,  which  I 
must  say  seems  to  me  to  interlock  rather  with  the 
other  two.  I do  not  think  that  point  has  been  made 
quite  clear.  Your  third  point  is  that,  quite  irrespec- 
tive of  whether  the  services  supplied  are  of  a national 
character,  and  therefore  entirely  exempt  from  rates, 
and  put  thereby  in  a privileged  position — using  the 
word  “ privileged  ” in  a proper  sense  ; a rightly 
privileged  position — as  compared  with  similar  work, 
if  any,  done  by  a private  individual,  and  the  other 
services  which  are  provided  by  the  community  as  a 
convenience  jointly  rather  than  by  each  member  of 
the  community  separately  for  himself,  which  are 
really  private  services,  you  suggest  that  the  whole  of 
those  should  be  lumped  together  in  treating  the  in- 
come of  the  corporation  for  assessment  to  Income 
Tax  ? — Our  point,  if  I may  put  it  in  another  way,  as 
I am  not  quite  sure  I have  followed  you,  is  this.  Our 
point  is  that  the  corporation  is  one  entity  and  equi- 
valent to  one  person. 

11.504.  May  I put  my  case  again,  because  I want 
you  to  try  to  see  it  from  this  point  of  view.  You 
agree  that  your  activities  can  be  divided  into  two 
parts,  national  and  local.  The  national  have  the 
privilege  of  paying  no  tax,  or  should  have? — Under 
Schedule  A. 

11.505.  Should  pay  no  Income  Tax  under  Schedule 
A.  The  local,  you  agree,  should  pay  tax  under 
Schedule  A,  subject  to  the  same  privileges  for  deduc- 
tions in  respect  of  borrowed  money  as  a private  in- 
dividual has? — Yes. 

11.506.  And  thereby  they  should  be  treated  in  the 
same  way  as  a private  individual  would  be  treated  ? — 
Exactly. 

11.507.  Then  when  you  come  to  deal  with  the  ques- 
tion of  Income  Tax  paid  by  the  corporation  as  a single 
entity,  as  a whole,  you  depart  from  that  division  which 
you  have  proposed  should  be  effective  when  it  suits 
you,  in  order  to  enable  you  to  avoid  paying  Income 
Tax  on  the  national  part  of  your  work,  and  you  take 
the  other  view,  and  you  say  : “ We  are  a single  entity, 
and  therefore,  whether  our  operations  are  national  or 
whether  they  are  local,  they  should  all  be  lumped 
together,  and  we  should  be  entitled  to  deduct  our 
losses  on  the  national  enterprises  from  our  profits  on 
our  private  enterprises,  before  we  pay  Income  Tax  on 
the  latter  ” ?— No,  with  great  respect,  you  have  not 
just  covered  our  point,  I think.  Our  point  on  the 
third  issue  that  you  raise  is  this  : We  suggest  that 
those  purposes  which  are  national  in  character  should 
be  exempt  from  Schedule  A assessment,  because  they 
are  of  a national  character.  Then  our  next  point  is 
that  we  desire  to  be  treated  as  an  individual  in  this 
sense,  that  we  claim  to  pool  the  whole  of  our  interest. 
We  do  not,  as  I put  it  a moment  ago,  say  that  we  want 
to  have  any  exemption  from  handing  over  the  tax  that 
we  have  stopped  from  the  lender  in  regard  to  those 
national  services ; but  we  say  that  we  take  the  whole 
of  the  interest  which  we  have  paid,  and  from  which 
we  have  stopped  tax,  and  against  that  we  say,  if  we 
have  paid  under  Schedule  A and  Schedule  I)  as  an 
individual,  irrespective  of  what  are  the  purposes,  an 
amount  which  is  as  large  as  that  interest,  we  are 
entitled  to  retain  the  tax  we  have  stopped  on  that 
interest.  If,  on  the  other  hand,  we  have  paid  a less 
amount  in  the  whole  under  Schedule  A and  Schedule 
D,  we  are  liable,  as  collectors,  to  hand  over  to  the 
Crown  the  balance  of  the  total  amount  of  the  tax  on 
the  interest. 

11.508.  But  in  arriving  at  that  calculation,  you 
blend  your  national  and  your  local  services? — 
Decidedly. 

11.509.  That  is  exactly  my  point.  For  the  purpose 
of  finding  whether  Income  Tax  should  be  chargeable 
at  all  or  not,  you  desire  to  separate  those  two  services 
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into  two  separate  categories? — With  great  respect,  I 
think  it  does  not  at  all  clash  with  our  other  claim. 
That  is  a matter  of  opinion,  is  it  not  ? 

11.510.  I only  want  to  get  the  facts  clear? — Only 
that  I want  you  to  understand  our  position. 

11.511.  I want  to  get  the  facts  clear.  You  do  sug- 
gest that  those  two  services,  national  and  local,  should 
he  separately  treated,  as  far  as  the  levying  of  Income 
Tax  is  concerned? — For  assessment  under  Schedule  A. 

11.512.  You  suggest  that  they  should  be  lumped 
together,  on  the  other  hand,  when  it  comes  to  con- 
sidering what  the  total  tax  payable  by  the  corporation 
should  be? — Yes. 

11.513.  I think  I am  right  in  assuming  that,  broadly 
speaking,  it  is  upon  the  national  services  that  loss 
takes  place? — No. 

11.514.  You  get  certain  grants  towards  them,  but, 
broadly  speaking,  there  is  much  more  probability  of 
profit,  and  less  probability  of  loss,  on  such  services  as 
gas  and  water  and  tramways,  which  are  purely  local, 
than  on  services  such  as  education  ? — There  is  no  profit 
at  all  on  the  services  which  we  claim  are  national; 
there  is  no  Schedule  D assessment  on  them;  they  are 
entirely  Schedule  A assessment — the  occupation  tax 
which  is  paid  in  the  first  place.  I will  put  it  in  this 
way,  if  I may,  in  order  to  make  my  position  a little 
clearer.  We  say  that,  as  an  individual,  the  corpora- 
tion is  carrying  out  its  own  functions,  and  it  is  also 
carrying  out  some  national  Government  functions. 
To  the  extent  that  it  is  carrying  out  Government 
functions,  those  properties  that  it  occupies  should 
reasonably  be  exonerated  from  a Government  tax 
under  Schedule  A.  Then  we  go  a little  further,  and 
we  say  that  as  one  individual  we  have  paid  our  tax 
on  Schedule  A and  Schedule  D on  our  undertakings 
and  all  our  other  profits.  On  the  other  hand,  we  have 
paid,  in  the  whole,  a certain  sum  of  money  as  interest, 
from  which  we  stop  the  tax.  If  we  have  stopped  the 
tax  to  a greater  extent  than  we  have  paid  tax,  we  are 
liable  to  hand  that  balance  over  to  the  Crown. 


li,olo.  It  still  seems  to  me  that  you  are  ask  in  < 
not  only  to  be,  very  properly  and  rightly,  exemp 
from  Schedule  A tax  upon  your  national  work- 
work  which  you  are  doing  for  the  Government — bu 
you  also  want  to  carry  the  interest  on  the  monej 
which  you  have  properly  and  necessarily  borrowec 
for  those  national  services,  into  the  debit  against  th< 
interest  on  what  you  have  borrowed  for  your  loca 
service^? — As  an  individual,  as  an  entity. 

11.516.  That  is  my  point.  I cannot  quite  follow 
that.  Now  take  it  a little  further.  You  have  i 
town  in  which,  as  in  every  other  town,  nationa 
services  are  being  carried  out  by  the  municipality. 
You  happen  to  have  there,  as  is  the  case  in  manj 
towns,  your  gas  and  water  provided  by  private  enter- 
prise?— We  will  assume  that,  yes. 

11.517.  It  is  quite  a common  case? — Yes. 

11.518.  In  both  those  cases  the  income  on  thost 
two  companies  is  charged  with  6s.  in  the  £ on  the 
whole_  of  the  profits  that  they  make  ? — Yes. 

11.519.  Then  a very  common  change  takes  place, 
that  those  gas  and  water  enterprises  are  taken  ovei 
by  the  municipal  authority? — Yes. 

11.520.  Do  you  suggest  that  the  State  should  there- 
fore suffer  to  the  extent  that,  instead  of  those  two 
enterprises  paying  Income  Tax  on  their  profits,  as 
they  do  now,  they  should  only  pay  Income  Tax  on 
such  profits  as  remain  when  the  interest  on  the 
money  which  the  municipality  had  already  previously 
borrowed  for  public  national  services,  'is  deducted 
from  it?— I do  suggest  that,  with  all  seriousness.  I 
suggesf  you  have  two  persons  carrying  on  businesses, 
one  making  a profit,  and  the  other  sustaining  a loss, 
they  form  a partnership.  In  the  first  year,  when 
they  are  carrying  on  their  businesses  separately,  the 
Grown  gets  the  tax  on  the  whole  amount  of  the 
profit  made  by  the  successful  man.  The  following 
year,  when  you  merge  those  businesses  under  one 
ownership  the  Crown  gets  the  tax  on  the  difference. 

11.521.  But  my  point  is  that  half  your  work  is  not 

business;  it  is  a national  service.  That  is  just  the 
point.  Where  it  is  a business,  I entirely  agree  that 
vour  gas  and  your  water  should  be  treated  as  one. 
ancl  if  yon  make  a loss  on  your  gas  and  a profit  on 
your  water  you  should  be  treated  exactly  like  a 
private  individual ?—(Mr.  Keith)  : We  do' not  get 
that  now.  ^ 


» — ^ JUU  nuouiu  ; i am  only  ex 

my  personal  opinion.  But  the  point  is  this. 


separate  your  services  and  say:  '•  our  national  ser- 
vice is  totally  apart,  and  we  treat  that  national  ser- 
vice as  a separate  thing  for  the  nation,  and  it  is  not 
a business,  and  we  therefore  ask  that  we  should  be 
exempted  from  Income  Tax  altogether,”  thgn  I say: 
very  well,  I agree  with  you.  Then  as  regards  the 
other  half  of  your  services — and  I venture  to  suggest 
that  instead  of  the  division  being,  as  you  point  out, 
a ludicrous  division  as  to  whether  they  happen  to  be 
under  the  Borough  Fund  or  the  District  Fund,  which 
is,  of  course,  quite  unsustainable,  and  has  no  kind  of 
sanction  or  reason  whatever,  that  I can  see — it  does 
seem  to  me  that  if  you  adopted  the  other  principle, 
and  instead  of  saying  this  happens  to  be  on  the 
Borough  Fund,  and  that  happens  to  be  on  the  Dis- 
trict Fund,  and  everything  in  the  Borough  Fund  is 
to  be  pooled,  and- everything  in  the  District  Fund  is 
to  be  pooled,  if  there  was,  tor  Income  Tax  purposes, 
a division  between  the  national  services,  which  have 
nothing  whatever  to  do  with  Income  Tax,  and  the 
local  services  which  are  businesses,  and  which  should 
be  pooled  together  and  be  treated  exactly  the  same  as 
similar  businesses  in  the  hands  of  a private  individual, 
what  would  you  say  to  that  suggestion? — (Mr. 
Whiteley) : I should  say  that,  in  circumstances  of 
that  kind,  the  private  individual  who  pays  interest, 
stops  the  tax,  quite  irrespective  of  what  the  purposes 
are;  quite  irrespective  of  whether  a loan  is  charged 
upon  his  business  or  his  property  ,aud  he  is  entitled 
to  be  taken  in  the  aggregate  and  to  set  off  his 
interest  against  his  total  profits  and  property. 

11.523.  But  surely  you  do  not  suggest  that  there 
is  any  analogy  between  money  borrowed  by  a private 
individual  for  his  own  purposes,  and  money  borrowed 
for  a statutory  purpose  by  a local  .authority? — We 
claim  that  we  should  be  regarded  on  the  same  foot- 
ing as  the  individual. 

11.524.  It  seems  to  me  to  be  a totally  different 
•thing.  You  are  acting  for  the  nation,  and  acting  for 

the  nation  as  a public  duty,  you  borrow  money  for  a 
particular  public  service,  and  it  seems  to  me  that 
ought  to  be  outside  taxation  altogether.  Then,  in 
addition  to  doing  that  purely  national  or  public 
service,  you  do  something  entirely  separate,  and 
merely  for  the  convenience  of  the  community 
as  a whole,  you  join  together  and  carry  on 
certain  private  businesses  for  yourselves  in  the  aggre- 
gate instead  of  as  individuals.  Those  businesses  should 
certainly  be  treated  together;  but  to  see  why  you 
should  mix  them  up  with  your  national  services,  and, 
because  you  have  borrowed  money  for  a national  pur- 
pose, except  that  that  should  be  pooled  with  the 
other,  is  my  difficulty? — With  great  respect,  I cannot 
take  your  view,  and  1 hope  you  will  giv.e  the  matter 
further  consideration  afterwards.  (Sir  Marry 
Haward)  : May  I add  just  one  word  that  occurred  to 
me  while  the  honourable  member  has  been  question- 
ing  my  friend.  That  is  this.  It  seems  to  me  it  is 
pushing  this  division  between  national  and  local  too 
far.  For,  after  all,  the  corporation  is  one,  and  any 
profits  from  gasworks  or  waterworks  would  go  to  re- 
duce the  charges  on  the  rates  for  education.  It  is  all 
available.  Those  taxed  profits  are  available  for  reduc- 
ing the  charge  for  national  services.  The  income  of 
the  corporation  is  one  really  as  a whole;  therefore, 
there  would  not  be  that  necessity  to  keep  the  busi- 
nesses of  a local  character  and  the  national  services 
in  two  separate  boxes,  as  it  were.  I think  that  is 
the  real  answer  to  the  honourable  gentleman’s  point. 

11.525.  Sir  W.  Trower : May  I suggest  to  you  that 
if  a.  municipality  takes  over  a prosperous  gas  under- 
taking, which  is  paying  large  revenues  to  the  Crown, 
then  by  reason  of  its  amalgamating  it  and  pooling  all 
its  operations  tho  Crown  loses  a very  serious  amount 
of  revenue  in  that  way?— Yes,  that  would  be  so. 
That  is  inevitable.  But  may  I point  out  that,  sup- 
posing the  corporation,  when  it  has  the  gas  under- 
taking in  its  hands,  chooses  to  reduce  the  charges 
for  gas  and  not  to  make  any  profits  at  all,  there  again 
the  Crown  would  lose. 

11.526.  Quite  so;  the  Crown,  by  reason  of  muni- 
cipal trading  in  that  respect,  does  lose  the  revenue 
of  the  gas  company.  That  is  so,  is  it  not?— Yes,  but 
on  the  other  hand  it  is  permissible  to  point  out  that 
the  lower  charges  which  ex  hypotliesi  tho  corpora- 
tion makes  for  gas  increase  the  profits  of  the  local 
community,  which  are  taxable  in  their  hands  again. 

11.527.  That  is  your  answer  ; that  is  all  I want  to 
get.  Then  there  is  only  one  other  question.  I want 
you  to  consider  this  question,  but  you  need  not 
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answer  it  if  you  do  not  wish.  You  are,  in  effect, 
asking  that  Income  Tax  should  be  allowed  out  of 
rates  which  pay  no  Income  Tax  themselves.  Is  not 
that  so?  1 understand  that  the  principle  of  the 
164th  section  of  the  oLd  Act,  the  27th  section  now, 
allows  exemptions  or  abatements  of  sums  paid  on 
which  Income  Tax  is  deducted.  You  are  now  claim- 
ing to  deduct  the  tax  out  of  interest  paid  uy  rates 
which  are  not  themselves  subject  to  taxation? — You 
are  referring,  are  you  not,  to  the  claim  that  we 
should  be  allowed  to  retain  tax  equal  to  the  annual 
value  of  property  in  our  occupation? 

11.528.  No,  it  is  on  the  question  of  your  being 

allowed  to  deduct  interest  from  loans  for  municipali- 
ties. It  is  a very  large  point.  I want  to  know 
whether  you  have  considered  it? — Yes.  We  claim 

that  although  that  interest  is,  in  fact,  paid  out  of 
the  rates,  there  is,  on  the  other  hand,  the  annual 
value  of  the  property  which  has  been  created  out  of 
the  loan  on  which  the  interest  is  payable ; that  annual 
value  is  equivalent  to  income  in  the  case  of  an 
individual. 

11.529.  I do  not  think  you  follow  my  point.  You 
are  up  against  the  provision  of  section  27  of  the 
new  Act,  or  section  164  of  the  old  Act,  which  only 
allows  deductions  where  the  fund  out  of  which  interest 
is  paid  is  itself  liable? — (Mr.  Whiteley):  Precisely 
so ; that  is  all  we  are  asking. 

11.530.  I only  wish  to  point  out  to  you  that  it  in- 
volves many  other  cases.  You  are  impinging  upon 
a principle  of  taxation  which  is  a very  large  one? — 
We  ask  precisely  for  the  position  of  the  private  trader. 
To  the  extent  that  our  interest  exceeds  the  amount 
of  assessments  upon  which  we  have  paid  under 


Schedule  A and  Schedule  D we  admit  our  liability  to 
pay  that  amount  over  to  the  Crown. 

11.531.  You  have  not  got  my  point,  I think.  Rates 
do  not  pay  taxation? — Quite  so. 

11.532.  Therefore  you  cannot  pay  interest  and 
deduct  Income  Tax  out  of  rates,  which  themselves 
pay  no  Income  Tax? — We  do-  not  ask  it.  Our  claim 
does  not  include  that. 

11.533.  Chairman : What  amount  of  money  is  in- 
volved? Take  Bradford,  for  instance.  What  loss 
of  revenue  would  there  be  if  you  got  what  you 
wanted? — I am  afraid  I cannot  give  you  figures;  I 
have  not  attempted  to  calculate  it  for  Bradford.  We 
have  endeavoured,  in  drawing  up  these  tables,  to 
illustrate  the  whole  of  the  principles;  and  the  whole 
of  the  points  which  we  claim  here  are  not  covered 
by  Bradford,  and  perhaps  would)  not  be  covered  by 
any  one  particular  place. 

11.534.  Do  you  not  think  the  main  point  in  the 
whole  matter  is  whether  there  is  injustice  done  to 
the  poor? — (Mr.  Keith):  That  is  the  point  we  make 
in  Scotland.  We  say  that  at  the  present  time  the 
Income  Tax  which  is  paid  in  respect  of  the  com- 
munity is  paid  by  people  who  otherwise  are  not  liable 
to  tax. 

11.535.  That  point  personally  impressed  me,  but  I 
have  seen  most  able  and  intelligent  men  come  from 
these  bodies  asking  us  to  exempt  them  from  Income 
Tax.  I wish  I could  just  get  a deputation  some  day 
of  the  same  character  and  capacity  to  show  us  how  we 
can  make  some  more  money. — All  that  we  say  is  that 
that  is  one  strong  reason  for  adopting  this  suggestion 
that  we  make,  that  the  borough  should  be  pooled, 
that  it  should  be  a unit,  that  it  should  not  be  split  up 
into  separate  entities. 


Mr.  Maurice  Jenks,  on  behalf  of  the  Corporation  of  the  City  of  London,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Mr.  Maurice  Jenks  will  state  as  follows:  — 

11.536.  (1)  He  is  a Fellow  of  the  Institute  of 
Chartered  Accountants  and  senior  partner  of  the  firm 
of  Maurice  Jenks,  Percival  and  Co. 

11.537.  (2)  He  is  Chairman  of  the  Coal  and  Corn 
and  Finance  Committee  of  the  Corporation  of 
London,  of  which  Corporation  he  has  been  a member 
since  1910. 

11.538.  (3)  That  Committee  are  responsible  under 
the  Court  of  Common  Council  (the  executive  and 
administrative  body  of  the  Corporation)  for  the 
general  control  of  the  expenditure  from  the  City’s 
Corporate  Funds  (known  as  City’s  Cash)  as  dis- 
tinguished from  expenditure  from  rates  raised  in  the 
City  and  Trust  Funds. 

11,539  (4)  The  City  Corporation  differs  from  other 
Municipal  Corporations  throughout  the  country  in 
that  it  is  not  a Municipal  Corporation  within  the 
meaning  of  the  Municipal  Corporations  Acts, 
although  it  performs  in  the  City  all  the  varied  duties 
imposed  by  those  and  other  statutes  upon  Municipal 
Corporations  elsewhere. 

11.540.  (5)  It  still  acts  under  its  original  charters 
as  well  as  under  many  subsequent  statutes  both 
public  and  local,  and  as  will  be  seen  hereafter  many 
of  its  activities  relate  to  a wider  area  than  that  of 
the  “ square  mile  ” which  constitutes  the  City. 

11.541.  (6)  The  City’s  corporate  income  is  not 
derived  from  rates,  but  from  freehold  property  and 
the  markets  which  it  owns. 

11.542.  (7)  There  are  many  liabilities  which  it  lias 
to  meet  out  of  its  income  from  these  sources — some 
are  imposed  upon  the  Corporation  by  statute — others 
are  voluntarily  undertaken. 

11.543.  (8)  The  position  of  the  Corporation  of 
London  is  therefore  different  from  that  of  any  other 
Corporation  in  the  Kingdom,  and  after  carrying  out 
its  statutory  obligations  it  is  at  liberty  to  dispose  of 
its  income  in  any  way  it  chooses. 

11.544.  (9)  There  are  many  ways  in  which  portions 
of  such  income  are  spent,  one  of  the  most  important 
being  the  dispensing  of  public  and  international 
hospitality  which  for  many  years  has  almost  exclu- 
sively devolved  upon  the  Corporation.  Whatever 
Government  may  be  in  power,  the  Corporation  has 
been  continually  looked  to,  to  represent  not  merely 
the  City,  but  the  nation,  in  this  important  respect ; a 
duty,  the  discharge  of  which  has  without  charge  or 
burden  on  the  taxpayers  of  the  country  or  ratepayers 


of  London  been  rendered  possible  only  by  the  good 
management  and  liberality  of  the  Corporation. 

11.545.  (10)  In  addition  to  the  foregoing,  the 

principal  outgoings  from  City’s  Cash,  as  shown  in 
the  Corporation’s  accounts  which  are  printed  and 
published  annually,  may  be  summarised  under  the 
following  heads : Imperial  taxes,  magistracy  and 

police,  administration  of  justice,  civil  government 
which  includes  Mayor’s  Court,  Lord  Mayor,  Sheriffs, 
Mansion  House,  Guildhall,  county  purposes,  educa- 
tion, maintenance  of  open  spaces  (exclusive  of 
interest  on  loans),  Port  Sanitary,  charitable  dona- 
tions and  donations  for  public  purposes,  library  and 
art  gallery,  interest  on  loans  (excluding  market 
loans),  officers’  establishments  sinking  funds. 

11.546.  (11)  The  net  income  from  the  Corporation’s 
estates  after  deducting  expenses  of  management,  but 
not  Imperial  taxes,  interest  on  loans  or  sinking  fund, 
in  1912  was  £216,298,  and  in  the  financial  year  end- 
ing 31st  March,  1919,  £249,243. 


The  figures  for  these 

and  the  intervening  years 

are : — 

£ 

1912 

...  216,298 

1913 

...  215,904 

1914 

...  226,171 

1915 

...  232,717  1st  war  year. 

1916 

...  244,567 

1917-18  ... 

...  256,263 

1918-19  ... 

...  249,243 

11,547.  (12)  The  figures  of  the  income  from  markets 

before  the  deduction  of 

Income  Tax  for  the  corre- 

sponding  period  are  : — 

£ 

1912 

...  36,211 

(After  deducting 

£6,724  loss  of  1913 

...  38,066 

Deptford.) 

1914 

...  35,679 

Do.  do.  £6,138  1915 

...  45,776 

1916 

...  45,998 

1917-18 

...  43,987 

1918-19 

...  42,597 

The  increase  in  the  charge  for  Income  Tax  falling 

on  City’s  Cash  has  been 

as  follows : — 

£ 

1918-19  ... 

...  78,117 

1912 

...  18,253 

Increase  ...  £59,864 
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Consequently  it  will  be  seen  that  the  matter  is  of 
great  importance  to  the  Corporation. 

11,548.  (13)  The  points  of  principle  which  the  Cor- 
poration desire  to  raise  before  the  Royal  Commission 
are  set  out  in  the  following  letter  addressed  to  the 
Secretary  of  the  Commission : — 

Guildhall,  E.C.2, 

8th  May,  1919. 

“ Sir, 

“ I am  directed  by  the  Corporation  of  London 
“ to  apply  to  the  Royal  Commission  on  Income 

Tax  to  afford  the  Corporation  an  opportunity  of 
“ being  heard  before  the  Commission  in  regard  to 
“ the  incidence  of  Income  Tax  upon  such  Bodies 
“ as  the  Corporation,  whose  corporate  Income  is 
“ largely  applied  for  public  purposes,  and  in 
“ relief  of  Rates. 

“ The  main  points  are  shortly  as  follows:  — 

“ 1-  That  moneys  specifically  hypothecated 
“ for  the  execution  of  charter  or  statutory 
duties,  and  of  which  the  Corporation  has, 
“ therefore,  no  beneficial  discretionary  use, 
“ should  be  recognized  as  proper  deductions 
and  should  be  treated  as  necessary  out- 
“ goings. 

“ 2.  That  the  expenses  incurred  by  the  Cor- 
“ poration  in  carrying  out  certain  statutory 
“ obligations,  such  as  (i)  Port  of  London 
“sanitation;  and  (ii)  the  maintenance  and 
“ up-keep  of  numerous  open  spaces,  as  well 
“ as  the  administration  of  .justice,  and  other 
“ somewhat  similar  expenses,  should,  for  In- 
“ come  Tax  purposes  (in  addition  to  the 
“ present  allowances),  be  set  off  against  the 
profits  derived  from  the  various  markets, 
“ which  at  the  present  time  are  principally 
assessed  under  Schedule  D of  the  Income 
“ Tax  Acts. 

“ 3.  That  the  claim  for  the  payment  of 
Income  Tax  upon  the  income  derived  from 
investments  on  the  various  sinking  funds 
“ hears  very  hardly  upon  the  Corporation, 
“ and  relief  should  be  given. 
t “4.  That  the  payments  made  by  members 
of  the  Corporation  staff  into  the  pension 
“ funds  of  the  Corporation  should  be  de- 
“ ductible  from  those  persons’  incomes  for 
“ Income  Tax  purposes  in  the  same  way  as 
“ Insurance  Premiums  are  now  deductible. 
tt“  Tke  foregoing  are  the  main  points,  although 
“ there  may  be  other  smaller  questions  upon 
“ which  the  Corporation  desires  to  be  heard. 

“ The  Corporation  would  desire  that  the  Chair- 
“ man  of  its  Finance  Committee,  supported  by 
“ one  or  two  appropriate  Officers  of  the  Cor- 
poration, should  be  permitted  to  give  evidence. 

“ Should  this  request  be  granted,  I shall  be 
much  obliged  if  you  will  kindly  give  me  as  long 
“ notice  as  possible  of  the  time  at  which  the 
“ proposed  evidence  will  be  heard. 

“ I am,  Sir, 

“ Your  obedient  Servant, 

“ STUART  SANKEY, 

Bemembrancer. 

Ernest  Clark,  Esq., 

“ Secretary, 

“ Royal  Commission  on  the  Income  Tax.” 


Income. 

Fines  paid  on  renewal  of  leases 

Profits  of  markets  

Produce  of  groundage  and  water 

bailage  (less  expenses) 

Metage  on  corn  (do.)  

Fruit  metage  (do.) 

Stamping  weights  and  measures 
Brokers’  rents  (less  expenses)  ... 
Mayor’s  Court  fees  (less  expenses).  ... 
Fees,  Justiciary  (do) 

Officers’  surplus  fees  and  profits 
Sundry  and  casual  receipts  


£ s.  d. 
12,743  18  3 
1-8,517  19  2 

298  19  4 
11,762  0 8 
912  9 2 
114  18  8 
6,172  9 11 
4,796  16  11 
549  17  6 
17,634  1 3 
446  5 < 


Point  No.  1. 

“ That  moneys  specifically  hypothecated  for  the  execu- 
tion of  charter  or  statutory  duties,  and  of  which 
ihe  Corporation  has,  therefore,  no  beneficial  dis- 
cretionary use,  should  be  recognized  as  proper 
deductions  and'  should  be  treated  as  necessary 
outgoings.” 

11.549.  (14)  This  point  as  set  out  above  does  not, 
perhaps,  clearly  express  the  intention  which  is  to  seek 
that  income  hypothecated  to  the  services  hereafter 
mentioned  should  be  excluded  from  the  income  liable 
to  taxation,  as  being  expenditure  in  the  nature  of 
“ charities,”  which  have  been  defined  (per  Lord 
Camden,  L.J.,  in  Jones  v.  Williams  (1767)  as 

“ A gift  to  a general  public  use  which  extends  to 
the  poor  as  well  as  to  the  rich.” 

11.550.  (15)  .Although  the  Preamble  of  the  Act  of 
43  Elizabeth,  c.  4,  adopted  and  enacted  in  the  Mort- 
main and  Charitable  Uses  Act,  1888,  specified  as 
“ charities  ” such  objects  as  relief  of  the  poor,  main- 
tenance of  the  sick,  schools  of  learning,  maintenance 
of  houses  of  correction,  relief  or  redemption  af 
prisoners,  the  list  is  not  deemed  to  be  exhaustive, 
and  has  been  so  regarded  in  the  foregoing  and  other 
judicial  decisions,  and  it  is  submitted  that  the  follow- 
ing objects  upon  whicli  the  Corporation  expend 
moneys  under  statutory  obligation  or  direction  should 
be  similarly  regarded,  viz. : — 

Open  spaces, 

Port  of  London  sanitation, 

Freemen’s  Orphan  School, 

Magistracy, 

Central  Criminal  Court, 

Sinking  fund, 

the  particulars  in  regard  to  which  follow  after  a brief 
historical  account  of  the  facts  which  have  led  up 
to  the  present  arrangements  between  the  Corporation 
and  the  Board  of  Inland  Revenue  in  this  matter. 


History  of  existing  arrangement  between  the  Board 
of  Inland  Bevenue  and  the  Corporation. 


11.551.  (16)  The  question  of  assessing  the  Corpora- 
tion of  London  for  Income  Tax  so  far  as  Schedule 
D is  concerned  was  the  subject-matter  of  a special 
case  filed  in  the  Court  of  Exchequer  in  the  year 
1872,  and  the  case  (Attorney-General  v.  Scott)  is  re- 
ported in  28  Law  Times  (N.S.)  302. 

11.552.  (17)  Prior  to  the  decision  in  that  case,  and 
as  far  back  as  the  year  1810,  it  had  been  agreed 
between  the  Inland  Revenue  authorities  and  the  Cor- 
poration that  the  accounts  of  the  Corporation  (so 
far  as  the  assessment  for  tax  under  Schedule  D was 
concerned)  should  be  rendered  upon  the  principle 
of  accounting  for  all  the  sources  of  income  received 
by  the  Corporation  (except  rents  and  interest  on 
Government  securities,  which  were  dealt  with 
separately)  on  one  side,  and  deducting  the  expenses 
of  Civil  Government  of  the  City,  Courts  of  Justice, 
prisons,  repairs  to  the  Mansion  House  and  Guildhall 
Justice  Rooms,  charges  under  the  City  Police  Act 
and  those  of  the  Freemen’s  Orphan  School  on  the 
other  side,  which  gave  the  balance  of  profits  liable  to 
Income  Tax  under  Schedule  D,  of  which  the  follow- 
ing were  the  details  for  the  year  in  dispute  in  above 
ease,  viz.,  1866,  viz. : — 


Deductions. 

Salary  and  wages  to  officers  and  ser- 
vants in  respect  of  Civil  Government 
of  City  Courts  of  Justice,  prisons, 
etc. 

Repairs  to  Guildhall,  Mansion  House, 
Prisons,  Sessions  House,  Justice 
Rooms,  and  other  public  buildings  ... 

Charges  under  City  Police  Act 

Charges  under  13  and  14  Vie.,  cap.  10, 
for  Freemen’s  Orphan  School 


£ s.  d. 

40,803  2 6 

6,266  10  2 
17,982  19  5 

2,639  6 0 


£67,691  18  1 
. 6,257  18  6 

£73,949  16  7 


£73,949  16  7 


Balance  of  profits  ... 
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11.553.  (18)  The  account  set  out  above  was  before 
the  Court  of  Exchequer  in  the  above-mentioned  case 
of  The  Attorney-General  v.  Scott,  and  the  decision  in 
that  case  had  the  effect  of  upsetting  the  settlement 
arrived  at  in  1810,  which  had  then  been  in  operation 
for  56  years.  The  Court  in  that  case  having  laid 
down  a principle  (which  was  in  fact  that  each  item 
should  be  dealt  with  separately,  and  if  there  was  a 
profit — such  profit  was  clearly  taxable — but  if  there 
was  a loss,  such  loss  could  not  be  set  against  a profit, 
but  must  disappear  from  the  account),  directed  that 
the  matter  should,  if  the  parties  were  unable  to  come 
to  a settlement,  be  referred  to  the  Queen’s  Remem- 
brancer for  adjustment,  and  intimated  that  if  any 
difficulty  should  arise,  the  Court  would  try  and  meet 
it  when  it  came  before  the  Court  again. 

11.554.  (19)  Negotiations  then  ensued  between  the 
Solicitor  of  Inland  Revenue  and  the  then  City 
Solicitor,  with  the  result  that  there  was  a compromise, 
and  the  settlement  then  arrived  at  has  been  adopted 
by  both  sides  up  to  1913. 

1 1.555.  (20)  In  order  to  appreciate  the  change  which 
has  taken  place  in  regard  to  the  income  and  expendi- 
ture of  the  Corporation  since  the  year  1866,  the  fol- 
lowing explanation  ought  to  be  given.  Referring  to 
the  items  appearing  on  the  credit  side  of  the  above 
account,  it  should  be  explained  that  the  item  “ renew- 
ing fines  ” related  to  fines  received  by  the  Corporation 
upon  the  renewal  of  certain  leases  granted  by  it. 
Those  leases  are  perpetually  renewable,  and  are 
usually  renewed  every  14  years  when  a fine  becomes 
payable.  Some  few  years  since,  the  Corporation  intro- 
duced a scheme  for  the  commutation  of  fines  paid  on 
the  renewal  of  the  leases,  and  several  of  the  lessees 
have  availed  themselves  of  that  opportunity.  The 
money  derived  from  that  source  was  applied  by  the 
Corporation  in  creating  a “ grain  duty  sinking  fund,” 
and  has  been  so  applied  ever  since.  This  fund  is 
intended  to  extinguish  the  loans  on  open  spaces. 

11.556.  (21)  The  next  item  relating  to  markets 
represented  the  actual  profits  from  the  markets  then 
under  the  control  of  the  Corporation,  consisting  of 
the  Metropolitan  Cattle  Market  at  Islington,  Leaden- 
hall  Market,  Newgate  Market  "(since  abolished). 
Farringdon  Market  (since  abolished),  Smithfield  Cattle 
Market  (since  abolished,  the  London  Central  Markets 
at  Smithfield  having  taken  their  place),  and  Billings- 
gate Market. 

11.557.  (22)  As  to  the  items  £298  19s.  4d.,  £11,762 
Os.  8d.  and  £912  9s.  2d.,  all  of  which  related  to  metage 
on  corn,  fruit  metage,  &c.,  no  income  is  now  derived 
from  those  sources;  they  were  abolished  many  years 
since. 

11.558.  (23)  As  to  the  item  £6,172  9s.  lid.,  this 
represented  the  net  profit  received  by  the  Corporation 
fr6m  brokers’  rents.  Up  to  the  year  1884  all  brokers 
had  to  be  admitted  by  the  Court  of  Aldermen  and 
sworn  in  before  that  body  before  they  were  allowed 
to  carry  on  business  within  the  City  under  pain  of 
a penalty  of  £100  for  every  transaction  effected  by 
them.  For  this  the  Corporation  received  from  each 
sworn  broker  the  sum  of  £5  per  annum,  but  the 
brokers  were  relieved  from  this  payment  and  the 
other  restrictions  by  virtue  of  47  Viet.,  cap.  IX.,  and 
since  1884  the  income  from  this  source  has  ceased. 

11.559.  (24)  There  are  now  no  receipts  by  the  Cor- 
poration in  respect  of  the  next  item.  All  expenses 
incurred  in  connection  with  Aveights  and  measures  in 
the  City  are  paid  out  of  the  General  Rate,  in  accord- 
ance with  the  Weights  and  Measures  Acts,  credit 
being  given  to  that  account  for  all  fees  and  fines 
received. 

11.560.  (25)  Tlje  next  item  represents  the  net  in- 
come from  fees  at  tho  Mayor’s  Court. 

11.561.  (26)  The  next  item  of  £17,634.,  “ officers’ 
surplus  fees  and  profits,”  represents  the  amount 
earned  or  received  by  various  officers  of  the  Corpora- 
tion, Avhich  is  returned  for  the  purposes  of  Income 
Tax,  as  income. 

11.562.  (27)  It  will  therefore  be  seen  that  income 
from  the  above  sources,  amounting  to  nearly  £20,000, 
ceased  to  be  paid  to  the  Corporation  some  years  since, 
but  OAving  to  the  re-building  and  extension  of  the 
Corporation  markets  the  income,  which  was  shown 
in  the  account  as  £73,949,  in  1916  amounted  to 
£186,949,  and  this  is  shown  on  the  return  made  for 
the  purpose  of  assessment,  under  Schedule  D. 


11,563.  (28)  All  the  Corporation  markets,  excepting 
the  Metropolitan  Cattle  Market,  Islington,  have  either 
been  rebuilt  or  acquired  since  1860,  and  the  debt 
upon  them  is  noAv  £2,801,500,  made  up  as  follows, 
viz.:  — 


The  Metropolitan  Cattle  Market, 

£ 

Islington  (opened  in  1855)  ... 

The  London  Central  Markets 
(first  portion  opened  in  1868 

330,600 

and  the  last  in  1892) 

Billingsgate  Market  (opened  in 

1,759,500 

18/4) 

Leadenhall  Market  (opened  in 

274,500 

1881)  

Foreign  Cattle  Market,  Deptford 

98,700 

(opened  in  1872)  

Spitalfields  Market  (freehold 

158,200 

acquired) 

180,000 

Total 

£2,801,500. 

the  security  being  the  rents,  tolls,  &c.,  of  the  markets 
and  the  Corporation  estates  and  revenues. 

11.564.  (29)  The  practice  of  the  Corporation  is  to 
pay  or  allow  all  Income  Tax  upon  rents  which  they 
receive  other  than  in  the  case  of  tenants  in  the 
markets  or  upon  interest  on  money  invested  and  to 
make  a return  to  the  Inland  Revenue  authorities  for 
assessment  of  profits  under  Schedule  D,  but  they  are 
not  permitted  to  make  any  deduction  in  that  account 
excepting  such  as  was  agreed  upon  in  1875.  Appen- 
dix A to  this  Statement  sets  out  the  return  which 
the  corporation  has  rendered  in  respect  of  the  year 
1916-17,  and  is  based  upon  the  principles  agreed  in 
the  compromise  of  1875.  It  is  in  regard  to  certain 
other  deductions  the  Corporation  now  desires  to  sub- 
mit certain  evidence  to  the  Royal  Commissioners  in 
the  hope  that  relief  may  be  afforded  them. 

Open  spaces. 

11.565.  (30)  The  account  of  1866  above  referred  bo 
shows  net  income  .of  £11,762  from  the  metage  on 
grain.  From  time  immemorial  the  Corporation  had 
exercised  the  right  to  measure  all  grain  of  every 
kind  and  all  other  merchandise,  wares  and  things 
brought  into  the  Port  of  London,  and  to  receive  all 
wages,  fees  and  profits  from  the  same  doAvn  to  the 
year  1871,  when,  to  enable  Epping  Forest  to  be 
acquired  as  an  open  space  for  the  public  benefit,  the 
Corporation  voluntarily  offered  to  surrender  its 
right  to  compulsory  metage  dues,  and  consequently 
in  1872  the  metage  on  grain  (Port  of 'London)  Act 
Avas  passed  (35  and  36  Viet.,  cap.  100). 

11.566.  (31)  That  Act  abolished  compulsory  metage 
on  grain  imported  into  the  Port  of  London  and  com- 
muted the  metage  dues  received  by  the  Corporation 
into  a fixed  due  and  created  a fund  to  be  applied 
towards  the  preservation  of  open  spaces  near  London 
and  to  other  purposes  connected  therewith. 

11.567.  (32)  The  preamble  recites  the  ancient 
chartered  and  prescriptive  rights  of  the  Corporation. 
Section  3 abolished  compulsory  metage  and  metage 
dues  as  from  the  31st  October,  1872,  and  by  Section 
4 the  Corporation  was  empowered  to  demand  and 
receive  in  lieu  thereof  for  a period  of  30  years  from 
such  date,  a duty  at  the  rate  of  -j^-ths  of  a Id.  per 
cwt.  in  respect  of  all  grain  brought  into  the  Port  of 
London  for  sale  to  be  called  the  City  of  London 
Grain  Duty,  which  was  to  be  held  by  the  Corporation 
for  the  preservation  of  open  spaces  in  the  neighbour- 
hood of  London  not  within  the  Metropolis  as  defined 
by  the  Metropolis  Management  Act,  1855.  Section  9 
empowered  the  Corporation  to  borrow  a limited  sum 
of  money  “ on  the  credit  of  the  duty  and  of  its 
corporate  estates  and  revenues.”  Section  16  pro- 
vided for  the  discharge  of  voluntary  metage  by  the 
Corporation. 

11.568.  (33)  The  City  of  London  (Various  Powers) 
Act,  1877  (40  and  41  Viet.,  cap.  7),  enlarged  the 
borrowing  powers  of  the  above-mentioned  Act  of 
1.872. 

11.569.  (34)  The  Corporation  of  London  (Open 
Spaces)  Act,  1878  (41  and  42  Viet.,  cap.  127) 
authorized  the  Corporation  to  borrow  on  the  same 
security  further  sums  of  money  and  to  apply  all  the 
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moneys  borrowed  under  the  said  statutory  powers, 
and  any  other  moneys  for  the  time  being  belonging 
to  it,  or  under  its  control  (except  trust  moneys),  for 
the  purpose  of  the  preservation  of  any  open  spaces 
within  the  meaning  of  the  said  Act  of  1S72. 

11.570.  (35)  Another  Act  was  obtained  in  1S86,  the 
Highgate  and  Kilburn  Open  Spaces  Act  (49  Viet., 
cap.  2),  under  which  the  Corporation  was  empowered 
to  borrow  money  for  the  purposes  of  the  Act  on  the 
credit  of  the  proceeds  of  the  grain  duty  and  of  their 
estates  and  revenues. 

11.571.  (36)  The  following  is  a complete  list  of  the 
open  spaces  under  the  control  and  management  of 
the  Corporation,  all  of  which  are  maintained  out  of 
“ City’s  Cash,”  viz:  — 

Bunhill  Fields  burial  ground.  Acquired  under 
30  and  31  Viet.,  cap.  38.  Under  this  Act 
the  burial  ground  was  preserved  as  an  open 
space,  and  the  Corporation  was,  at  its  own 
expense,  to  maintain  and  keep  it  in  repair. 

. West  Ham  Park.  Acquired  partly  by  purchase 
and  partly  by  gift  in  1874. 

Epping  Forest,  Wanstead  Park  and  Higliam 
Park.  Acquired  under  the  Epping  Forest 
Act,  1878  (41  and  42  Viet.,  cap.  CCXIII). 

Burnham  Beeches,  St.  Paul’s  Churchyard, 
Coulsdon  Commons  and  West  Wickham  Com- 
mon. Acquired  under  41  and  42  Viet.,  cap. 
CXXVII. 


Highgate  Woods  and  Queen’s  Park,  Kilburn. 

Acquired  under  49  Viet.,  cap  2. 

11.572.  (37)  The  acquisition  of  the  various  open 
spaces  cost  upwards  of  £340,000  the  balance  remain- 
ing unpaid  on  the  cessation  of  the  metage  on  grain 
on  the  31st  October,  1902,  being  no  less  a sum  than 
£139,000  (which  is  the  existing  debt) — together  with 
an  annual  expenditure  of  £11,876,  including  £3,822 
10s.  interest  on  money  borrowed.  Compared,  therefore, 
with  the  condition  of  things  existing  in  the  year  1866, 
in  the  place  of  an  income  from  metage  on  grain,  &c., 
of  £12,000  per  annum,  the  Corporation  has  now  to 
meet  an  expenditure  of  about  the  same  amount. 

11.573.  (38)  The  Chamberlain  upon  paying  the  in- 
terest, viz.,  £3,822  10s.,  deducts  the  Income  Tax 
and  retains  it.  The  “ grain  duty  sinking  fund  ” was 
created  with  a view  to  the  ultimate  payment  off  of 
this  loan.  The  income  of  this  sinking  fund  is  paid 
tax  free.  There  is  also  one  other  point  with  regard 
to  open  spaces  which  should  be  mentioned,  and  that 
is  that  all  tax  deducted  on  income  upon  rents,  &c., 
is  afterwards  allowed  and  repaid  so  that  so  far  as 
income  under  this  head  is  concerned  no  tax  is  paid. 
It  will  therefore  be  observed  that  an  allowance  for 
Income  Tax  is  made  to  the  Corporation  by  the  Inland 
Revenue  authorities  upon  anything  in  the  nature  of 
income  wjiich  they  receive  and  which  is  applied  for 
the  benefit  of  the  open  spaces,  and  the  Corporation 
considers  that  any  annual  sum  which  it  has  to  con- 
tribute towards  the  maintenance  of  these  open  spaces 
— such  amount  being  the  result  of  income  from  pro- 
perty upon  which  tax  has  already  been  paid — should 
be  allowed  as  a deduction  in  the  account  submitted 
by  them  to  the  Inland  Revenue  authorities  under 
Schedule  D of  the  Income  Tax  Acts. 

11.574.  (39)  The  following  are  particulars  of  the 
recent  expenditure  by  the  Corporation  upon  the  open 
spaces  under  its  control,  viz.:  — 

Disburse- 


For  year  ending  31st  Dec.,  1913 
„ „ .,  ' 1914 

„ „ . „ 1915 

„ „ „ 1916 

„ „ 31st  Mar.,  1918 


ments. 

£11,836 

11,673 

12,193 

11,899 

12,098 


t,  . . Net  Ex- 
Receipts,  pondita„ 

£313  £11,523 

359  11  314 

317  11,876 

326  1 1,573 

264  11,834 


£59,699  £1,579  £58,120 


Average  for  5 years  £11,624 

11,575.  (40)  All  these  open  spaces,  with  the  excep- 
tion of  St.  Paul’s  Churchyard,  are  outside  the  City, 
and  most  of  them  also  beyond  the  Metropolitan 
boundaries. 


Port  of  London  sanitation. 

11,576.  (41)  Another  item  to  which  it  is  desired  to 
call  attention  is  that  relating  to  the  expenditure  in- 
curred by  the  Corporation  as  the  sanitary  authority 
for  the  Port  of  London,  which  extends  from  Tedding- 
ton  to  the  Nore.  The  Corporation  was  legally  con- 
stituted the  sanitary  authority  of  the  Port  of  London 


by  the  20th  Section  of  the  Public  Health  Act,  1872 
(35  and  36  Viet.,  cap.  79),  and  was  directed  to  pay  out 
of  its  Corporate  Funds  all  its  expenses  as  such  Port 
Sanitary  Authority.  The  Public  Health  Act,  1872, 
was  repealed  by  the  Public  Health  Act,  1875  (38  and 
39  Viet.,  cap.  54),  and  Section  291  of  the  latter  Act 
re-enacted  the  Section  constituting  the  Corporation 
the  port  of  London  Sanitary  Authority,  and  contained 
a similar  provision  in  regard  to  the  discharge  of  the 
expense  out  of  Corporation  Funds.  The  last-men- 
tioned Section  was  in  turn  repealed  by  Section  142  of 
the  Public  Health  (London)  Act,  1891  (54  and  55  Viet., 
cap.  76),  but  such  Section  was  practically  re-enacted 
by  Section  111  in  the  following  terms,  viz.  : — “ The 
Mayor,  Commonalty  and  Citizens  of  the  City  of  Lon- 
don shall  continue  to  be  the  Port  Sanitary  Authority 
of  the  Port  of  London  as  established  for  the  purposes 
of  the  Laws  relating  to  the  Customs  of  the  United 
Kingdom  and  shall  pay  out  of  their  Corporate  Funds 
all  their  expenses  as  such  Port  Sanitary  Authority.” 
11,577.  (42)  The  average  annual  expense  incurred  by 
the  Corporation  for  the  last  five  years  has  been 
£11,907,  of  which  the  following  are  the  particulars, 
viz. : — 


Disbuse- 

ments. 

For  year  ending  31st  Dec.,  1913  £15,324 

,',  „ „ 1914  13,864 

„ „ „ 1915  13,964 

„ „ „ 1916  13,110 

„ „ 31st  Mar.,  1918  14,446 


Receipts. 

Net  Ex- 
penditure. 

£3,002 

£12,322 

2,998 

10,866 

1,717 

12,247 

1,397 

11,718 

2,059 

12,387 

£70,708  £11,173  £59,535 


Average  for  5 years 


£11,907 


11,578.  (43)  In  this  case  there  is  an  express  statu- 
tory direction  as  to  the  fund  from  which  the  expenses 
are  to  be  paid.  That  fund  is  made  up  by  income  from 
property,  and  Income  Tax  has  already  been  paid  upon 
it  under  Schedule  A.  It  will  therefore  be  obvious  that 
with  Income  Tax  at  6s.  in  the  £ a gross  sum  of  up- 
wards of  £17,000  is  required  to  meet  these  expenses. 
It  is  suggested  “that  the  above  expenses  ought  to  be 
considered  as  a legitimate  deduction  from  the  amount 
upon  which  the  Corporation  should  pay  Income  Tax 
under  Schedule  D. 


Freemen’s  Orphan  School. 

11.579.  (44)  Further,  the  Corporation  considers  it  is 
entitled  to  relief  in  respect  of  the  expense  incurred 
by  it  in  connection  with  the  Freemen’s  Orphan  School 
at  Brixton,  and  in  respect  of  the  maintenance  of 
which  it  contributes  a sum  of  upwards  of  £5,000  per 
annum. 

11.580.  (45)  This  school  was  erected  by  the  Cor- 
poration and  opened  in  the  year  1850  under  the 
authority  of  the  Freemen’s  Orphan  School  Act  (13  and 
14  Viet.,  cap.  10),  and  was  established  “ for  the  main- 
tenance and  the  religious  and  virtuous  education  of 
Orphans  of  Freemen  of  the  City  of  London.”  The 
school  is  partially  supported  by  the  rents  of  freehold 
estates,  devised  in  former  times  by  charitable  persons 
connected  with  the  Corporation,  but  its  principal 
source  of  income  is  City’s  Cash.  The  property  pro 
duced  an  income  in  1915  of  £612  7s.  7d.,  and  the  fees 
payable  on  admission  to  the  Freedom  of  the  City 
(which  are  by  Section  XI.  of  the  last-mentioned  Act 
to  be  applied  towards  the  maintenance  of  the  school) 
amounted  to  £583  18s.  8d.,  the  balance  of  £5,256 
2s.  8d.  already  referred  to  being  met  out  of  “ City’s 
Cash.”  The  tax  paid  or  allowed  on  income  is  repaid. 
The  following  particulars  show  the  average  annual  ex- 
penditure to  be  £5,422,  viz.:  — 


Disburse- 

meat*. 

For  year  ending  31st  Dec.,  1913  £6,659*  £1,666 

„ „ „ 1914  6,478*  1,421 

.,  „ „ 1915  6,501*  1,245 

„ „ „ 1916  6,380*  1,194 

„ „ 31st  Mar.,  1918  7,999*  1,292 


Net  Ex- 
penditure. 
£4,904 
5,067 
5,266 
5,186 
6,707 


£33,917  £6,807  £27,110 


Average  for  5 years  . £5,422 

* About  one-half  of  each  of  these  amounts  represents  income 
from  property  or  securities,  and  consequently  Income  Tax  is  not 
charged,  as  the  Institution  is  regarded  by  the  Inland  Revenue 
uathorities  as  a Charity. 
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Magistracy. 


11.581.  (46)  Another  matter  to  which  the  Corporation 
desires  to  call  attention  is  as  to  the  expense  incurred 
in  connection  with  the  Magistracy  in  the  City. 

11.582.  (47)  All  the  Aldermen  of  the  City  of  London 
are  Justices  of  the  Peace  for  the  County  of  that  City 
in  virtue  of  their  office,  that  privilege  having  been 
conferred  upon  them  by  the  Charter  of  15  George  II., 
which  was  the  last  Charter  granted  to  the  Corporation. 

11.583.  (48)  A similar  privilege  had  been  bestowed 
upon  some  of  the  Aldermen  under  previous  Charters, 
viz.,  those  of  23  Henry  VT.,  2 Edward  IV.,  6 James  I , 
14  Charles  I.,  and  4 William  and  Mary;  but  in  con- 
sequence of  the  increase  of  magisterial  business  in  the 
City,  George  II.  acceded  to  the  petition  of  the  Lord 
Mayor  and  Aldermen  of  that  day  to  extend  the  privi- 
lege to  all  Aldermen,  whether  they  had  passed  the 
Chair  or  not. 


11.584.  (49)  At  the  Mansion  House  Justice  Room 

the  Lord  Mayor  usually  presides,  and  in  his  absence 
on  official  engagements  his  place  is  usually  occupied 
by  the  senior  Alderman  available.  At  the  Guildhall 
Justice  Room  a rota  is  formed,  under  which  a daily 
attendance  of  the  Aldermen  is  secured  for  the  trans- 
action of  the  large  amount  of  magisterial  business 
there.  , 

11.585.  (50)  Very  extensive  powers  have  been  con- 
ferred upon  the  Aldermen  as  Justices  under  various 
statutes.  By  42  Elizabeth,  cap.  2,  sec.  8,  every 
Alderman  may,  within  his  Ward,  execute  such  duties 
under  the  Act  as  are  appointed  and  allowed  by  the 
Act  to  be  done  and  executed  by  one  or  two  Justices 
of  the  Peace  of  any  county. 

11.586.  (51)  The  Summary  Jurisdiction  Act,  1848 
(11  and  12  Viet.,  cap.  43),  gives  the  Lord  Mayor  or 
any  Alderman  power,  when  sitting  at  either  of  the 
City  Justice  Rooms,  to  do  alone  (in  the  absence  of 
any  express  enactment  to  the  contrary)  any  act  which 
by  any  Statute  (past  or  future)  is  directed  to  be  done 
by  more  than  one  Justice. 


11.587.  (52)  Sub-sec.  10  of  Sec.  20  of  the  Summary 
Jurisdiction  Act,  1879  (42  and  43  Viet.,  cap.  49), 
enacts  that  the  Lord  Mayor  or  any  City  Alderman, 
when  sitting  in  a Court  at  which  he  is  authorized  by 
law  to  do  alone  any  act  authorized  to  be  done  by 
more  than  one  Justice,  shall  be  deemed  to  be  a Court 
of  Summary  Jurisdiction  consisting  of  two  or  more 
Justices,  and  also  to  be  a Court  of  Summary  Juris- 
diction sitting  in  a Petty  Sessional  Court  House. 

11.588.  (53)  It  is  contended  on  behalf  of  the  Cor- 
poration that  the  expenses  incurred  in  connection  with 
the  execution  of  statutory  duties  are  for  the  benefit 
of  the  public,  and  ought  to  be  allowed  as  a proper 
deduction  in  the  return  which  the  Corporation  makes 
for  the  purposes  of  Income  Tax;  for  if  these  expenses 
were  not  borne  by  the  Corporation,  they  would  have 
to  be  paid  out  of  the  Imperial  Exchequer,  as  is  done 
in  regard  to  all  the  other  police  courts  within  the 
Metropolis.  The  Aldermen  of  the  City  are  alone  the 
Magistrates  having  jurisdiction  within  the  City  area, 
and  if  the  Aldermen  refused  to  sit  as  Justices,  no 
sittings  could  be  held  in  the  City,  as  there  are  no 
other  Justices  who  have  jurisdiction.  It  is  obvious 
Justice  Rooms  must  be  provided,  and  that  certain 
expenses  must  be  incurred,  such  as  the  provision  of 
Justices’  Clerks  and  others  to  carry  out  the  directions 
of  the  Legislature. 

11.589.  (54)  The  expenses  borne  by  the  Corporation 
for  the  past  five  years  are  as  follows,  viz. : — 


Disburse- 

ments. 

Receipts. 

, Dec.,  1913 

£8,236 

£3,382 

,.  1914 

8,660 

2,812 

„ 1915 

8,995 

3,050 

1916 

8,710 

5,328 

Mar.,  1918 

8,691 

3,521 

£43,292 

£18,093 

Average  for  5 years  

£4,854 

5,848 

5,945 

8,382 

5,170 


£5,039 


11,590.  (55)  These  are  expenses  of  the  Justices  sit- 
ting at  the  Justice  Rooms,  and  do  not  include  any 


expenses  incurred  in  connection  with  their  powers 
when  sitting  in  Quarter  Sessions  for  the  County  of 
the  City  of  London,  which  are  paid  out  of  the  County 
Rate  of  the  City. 


Administration  of  Criminal  Justice. 
Central  Criminal  Cov/rt. 


11.591.  (56)  The  present  Central  Criminal  Court 
was  erected  under  the  provisions  of  the  City  of 
London  (Central  Criminal  Court  House)  Act,  1904, 
(4  Edward  VII.,  cap.  93),  and  the  expenses  connected 
with  the  buildings  are  borne  by  the  ratepayers  of  the 
City  of  London,  such  expenses  being  met  by  the  rais- 
ing of  a loan.  The  site  upon  which  the  building 
stands  was  provided  by  the  Corporation.  The  ex- 
penses incurred  in  connection  with  the  administration 
of  Criminal  Justice  are  borne  by  the  Corporation, 
which  bears  the  salaries  of  the  four  Commissioners 
who  act  as  Judges  at  that  Court,  and  the  Corporation 
have  to  make  the  necessary  provision  for  the  trial  of 
all  prisoners  brought  there.  The  expense  of  the 
maintenance  of  the  building  also  falls  upon  the 
Corporation. 

11.592.  (57)  The  principal  Act  of  Parliament  relat- 
ing to  this  Court  (which  has  jurisdiction  over  the 
City  of  London,  the  County  of  London,  and  certain 
parts  of  the  counties  of  Middlesex,  Essex,  Kent  and 
Surrey)  was  passed  in  the  year  1834  (4  and  5 William 
IV.,  cap.  30). 

11.593.  (58)  The  general  expenses  of  the  Court,  in- 
cluding the  salaries  of  the  officers  and  other  expenses, 
are  defrayed  in  the  following  proportions: — 35/40ths 
by  the  County  of  London;  2/40tlis  by  the  County  of 
Middlesex;  2/40ths  by  the  County  of  Essex,  and 
l/40th  by  the  County  of  Surrey. 

11.594.  (59)  The  Corporation  is  called  upon  to  meet 
an  expenditure  of  £11,935  per  annum,  as  appears 
by  the  following  table ; and  inasmuch  as  the  Court  is  a 
Court  of  Assize,  and  has  a Special  Commission 
appointed  under  the  Act  of  1834  by  which  nearly  all 
His  Majesty’s  judges  are  placed  upon  the  Commis- 
sion, the  expenses  which  are  incurred  by  the  Corpora- 
tion in  connection  with  the  Court  ought,  it  is  sub- 
mitted, to  be  admitted  as  a deduction  in  their  return 
for  the  purpose  of  Income  Tax,  and  relief  to  that 
extent  should  be  granted. 


11,595.  (60)  The  following  are  the  particulars  of 
the  expenditure  for  the  last  five  years,  viz. : — 

For  year  ending  31st  December,  1913  ...  £11,787 
„ ' „ „ 1914  ...  12,200 

„ „ „ 1915  ...  11,749 

„ 1916  ...  11,601 

„ 31st  March,  1918  ...  12,337 


£59,674 

Average  for  5 years  ...  ...  ...  £11,935 


11.596.  (61)  All  the  foregoing  objects  would,  but 
for  the  existence  of  City’s  Cash  and  the  willingness 
of  the  Corporation  to  use  that  Corporate  Fund  for 
those  purposes,  have  to  be  financed  out  of  rates  or 
from  the  Imperial  Exohequer. 

11.597.  (62)  All  are  old  and  established  and  welh 
recognized  public  services  which  are  dealt  with  other- 
wise elsewhere,  and  if  so  dealt  with  as  regards  the 
City  would  be  tax  free. 


Sinking  fund. 

11,598.  (63)  For  many  years  the  Corporation  when 
raising  loans  for  the  purpose  of  effecting  improve- 
ments or  building  or  extending  any  of  their  markets 
raised  money  by  the  issue  of  bonds,  but  in  the  year 
1897,  with  a view  to  paying  off  the  bonds  referred 
to,  a Trust  Deed  was  entered  into  on  the  24th  June, 
1897,  made  between  the  Lord  Mayor,  the  Governor 
of  the  Bank  of  England  and  the  Chamberlain  of  the 
City,  constituting  and  , securing  debenture  stock, 
bearing  interest  at  the  rate  of  2^  per  cent,  per 
annum  upon  an  amount  of  stock  which  was  not  to 
exceed  four  million  pounds,  and  provision  was  made 
in  such  deed  that  the  money  raised  should  be  re- 
deemed by  the  creation  of  a sinking  fund  to  which 
the  Corporation  undertook  to  contribute  a sum  of 
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£7,500  half-vearly  out  of  its  corporate  income.  A 
sum  of  £1,042,900  was  raised  about  that  time,  but  in 
1905  a second  deed  was  entered  into  to  enable  the 
Corporation  to  raise  a further  sum  of  money  at  a rate 
of  3 per  cent,  interest.  A sum  of  £1,250,000  was 
raised  in  pursuance  of  the  conditions  of  the  second 
deed. 

An  important  part  of  the  Corporation’s  debt  relates 
to  the  Holborn  Valley  Improvements,  including 
Holborn  Viaduct.  To  effect  these  and  other  improve- 
ments in  the  City  the  Corporation  voluntarily  con- 
sented to  apply  the  net  proceeds  (between  1862  and 
1890)  of  their  4d.  per  ton  duty  on  coal.  This  duty 
was,  by  the  London  Coal  Duties  Abolition  Act,  1889, 
abolished  in  1890,  and  the  Corporation  was  left  to 
meet  the  remaining  liabilities  in  respect  of  the 
Holborn  Valley  Improvements  out-  of  City’s  Cash. 
There  is  still  outstanding  a debt  of  £385,800  of  which 
£138,000  is  in  terminable  bonds  and  £247,800  in 
debenture  stocks  included  in  the  sinking  funds. 

The  Corporation  have  since  1897  set  aside  £15,000 
per  annum  to  the  sinking  fund  (which  with  accumu- 
lated income  now  amounts  to  £434,633),  and  considers 
that  they  should  be  allowed  to  claim  that  sum  as  a 
proper  deduction  in  making  their  return  under 
Schedule  D. 

11.599.  (64)  It  should  be  mentioned  that  in  cases 
where  other  Municipal  Corporations  borrow  money  the 
loan  is  made  upon  the  security  of  the  rates.  In  the 
event  of  a sinking  fund  being  created  the  annual 
sums  contributed  to  such  funds  would  be  provided 
out  of  the  rates,  and  would  not  be  liable  for  Inoome 
Tax,  and  therefore  the  Corporation,  in  consideration 
of  the  fact  that  their  income  is  applied  for  public 
purposes,  contend  that  it  ought  to  be  allowed  similar 
relief. 

11.600.  (65)  It  is  submitted  that  sinking  funds  are 
in  relation  to  public  bodies  the  same  in  principle  as 
Life  Insurance  in  relation  to  individuals,  viz.,  pro- 
vision to  ensure  to  posterity  immunity  from  financial 
failure.  In  the  case  of  the  individual  the  capital 
sum  insured  has  as  part  of  the  estate  to  pay  Death 
Duty,  and  the  Customs  and  Inland  Revenue  Act, 
1885,  established  Corporation  Duty  to  secure  the 
payment  by  Corporations  which  do  not  die  of  what 
was  deemed  to  be  a corresponding  contribution  to 
the  State  revenues.  In  the  case  of  the  individual 
relief  from  tax  is  given  in  respect  of  the  premiums 
on  such  insurances  made  for  personal  purposes, 
whilst  such  relief  is  denied  to  a Corporation  acting  for 
the  benefit  of  the  public. 

Point  No.  2. 

“ That  the  expenses  incurred  by  the  Corporation  in 
carrying  out  certain  statutory  obligations,  such 
as  (i)  Port  of  London  sanitation,  and  (ii)  the 
maintenance  and  upkeep  of  numerous  open 
spaces,  as  well  as  the  administration  of  justice, 
and  other  somewhat  similar  expenses  should,  for 
Income  Tax  purposes  (in  addition  to  the  present 
allowances),  be  set  off  against  the  profits  derived 
from  the  various  markets  which  at  the  present 
time  are  principally  assessed  under  Schedule  D 
of  the  Income  Tax  Acts.” 

11.601.  (66)  Failing  the  admission  of  the  foregoing 
contention  under  point  No.  1,  it  is  submitted  that 
the  expenses  incurred  in  the  services  mentioned 
under  that  point  should  be  admitted  as  deductible 
“expenses”  for  Income  Tax  purposes. 

11.602.  (67)  This  involves  treating  the  various 
undertakings  of  the  Corporation  as  one,  in  the  same 
way  as  various  branches  of  a big  commercial  concern 
are  treated,  but  which  under  the  existing  law  as  laid 
down  by  the  Court  of  Exchequer  in  the  above- 
mentioned  case  of  the  Attorney-General  v.  Scott 
(Chamberlain  of  London)  in  1873,  cannot  be  done. 


Point  No.  3. 

“ That  the  claim  for  the  payment  of  Income  Tax 
upon  the  inoome  derived  from  investments  on 
the  various  sinking  funds  bears  very  hardly 
upon  the  Corporation  and  relief  should  be 
given.” 

11.603.  (68)  The  interest  derived  from  the  sinking 
fund  investments  is  really  an  appropriation  of 
Corporate  income  for  the  purpose  of  increasing  such 
fund ; and  the  arguments  advanced  above  in  support 
of  exempting  the  annual  payment  of  £15,000  apply 
also  to  the  exemption  from  tax  of  the  income  arising 
from  the  fund. 

Point  No.  4. 

“ That  tlie  payments  made  by  members  of  the  Cor- 
poration’s staff  into  the  pension  funds  of  the 
Corporation  should  be  deductible  from  those 
persons’  incomes  for  Income  Tax  purposes  in 
the  same  way  as  insurance  premiums  are  now 
deductible.” 

11.604.  (69)  The  Secretary  to  the  Royal  Commis- 
sion has  pointed  out  that  this  point  “ appears  to  be 
already  dealt  with  administratively  by  the  Board  of 
Inland  Revenue,  who  allow  deductions  for  compulsory 
contributions,  of  the  nature  which  you  mention : — 

(a)  without  qualification,  in  those  cases  in 
which  the  contributions  do  no  more  than 
secure  a title  to  a pension. 

“ (b)  with  qualification,  where  not  only  a title 
to  a pension  is  secured,  but  also  a title  to 
a return  of  contributions  in  certain  specified 
contingencies;  the  qualification  being  an 
engagement  to  pay  Income  Tax  at  the 
lowest  rate  in  force  at  the  time  of  repay- 
ment on  the  repaid  contributions  (if,  and 
when,  repaid)  representing  deductions 
from  salaries  exceeding  £120  per  annum.” 

11.605.  (70)  The  Corporation  have  three  pension 
funds,  respectively  named  Nos.  1,  2 and  3.  Nos.  1 
and  2 are  funds  established  under  deeds,  while  No.  3 
is  a statutory  fund  established  under  the  City  of 
London  (Various  Powers)  Act,  1912.  The  last  of 
these  pension  funds  relates  to  officers  paid  from  rates, 
and  the  first  two  to  officers  paid  from  City’s  Cash. 
Approximately  half  of  the  officers  belong  to  Nos.  1 
and  2 and  the  other  half  to  No.  3. 

11.606.  (71)  It  is  a condition  of  service  under  the 
Corporation  to  join  the  pension  fund,  and  members’ 
contributions  are  deducted  from  their  pay,  and  they 
receive  the  net  amount  after  such  deductions  have 
been  made. 

11.607.  (72)  Inoome  Tax  is  not  charged  as  regards 
members  of  No.  3 fund.  It  is  felt  by  the  officers  in 
funds  Nos.  1 and  2 that  it  is  unjust  to  require  them 
to  pay  Income  Tax  upon  a sum  they  never  receive 
and  over  which  they  have  no  control. 

11.608.  (73)  The  attention  of  the  Board  of  Inland 
Revenue  has  been  drawn  to  this  matter,  but  has 
resulted  only  in  the  laying  down  of  the  conditions 
already  mentioned. 

11.609.  (74)  All  three  of  the  pension  funds  of  the 
Corporation  alike  give  more  than  simply  the  right 
to  a pension,  all  including  also  the  right  in  certain 
contingencies  to  the  return  of  contributions.  Yet 
the  Board  of  Inland  Revenue  allow  as  deductions 
contributions  to  No.  3 fund,  but  refuse  such  allow- 
ance in  respect  of  funds  Nos.  1 and  2 on  the  ground 
that  No.  3 is  a statutory  fund,  whereas  the  others 
were  voluntary  funds,  although  they  are  equally 
binding  because  under  deed. 

11.610.  (75)  It  is  submitted  that  even  if  this  is 
good  as  the  law  at  present  stands,  it  is  inequitable, 
and  therefore  calls  for  an  amendment  of  the  law 
so  as  to  exempt  such  contributions  from  liabilitv 
to  tax. 
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11.613.  Chairman:  Would  you  like  to  give  us  the 
main  points  of  your  paper? — Thank  you,  my  Lord. 

11.614.  You  want  exemptions  in  certain  direc- 
tions ? — Yes. 

11.615.  Will  you  specify  those  and  we  will  get 
straight  on  to  them? — I want  to  emphasize  at  the 
outset,  if  I may,  that  I am  here  to-day  as  represent- 
ing the  Corporation’s  private  funds,  apart  from  the 
funds  which  it  administers  in  i-espect  of  iates.  The 
Corporation  of  London  is  a very  large  administrator 
of  public  funds,  because  the  iates  that  it  collects 
annually  amount  to  about  a couple  of  million 
pounds,  and  in  respect  of  that  part  of  their  duty  I 
associate  myself  with  a very  great  deal  which  has 
fallen  from  the  gentlemen  who  have  been  giving  you 
evidence  already  this  morning.  My  particular  duty 
is  to  direct  your  attention  to  the  incidence  of  Income 
Tax  in  connection  with  its  corporate  or  private 
funds,  which  are  derived,  as  I think  my  statement 
shows,  partly  from  property,  the  whole  of  which  is 
subject  to  taxation  naturally  under  Schedule  A,  and 
partly  from  income  from  the  markets.  Those  two 
heads  practically  comprise  the  whole  of  the  Corpora- 
tion’s corporate  income.  I would  also  like  to  mention 
in  passing  that  the  increase  in  the  Income  Tax  is  a 
very  serious  matter  to  the  Corporation  in  regard  to 
the  position  of  its  corporate  funds.  Before  the  war 
practically  the  whole  of  its  income  was  appropriated 
for  beneficial  uses,  and  this  extra  charge  has  fallen 
on  it,  amounting  to  some  £50,000  a year,  and  it  has 
no  source  from  which  it  can  make  it  up.  AVe  cannot 
impose  a rate  to  make  up  that  deficiency  or  anything 
of  that  kind. 

11.616.  AVhat  is  the  resulting  loss? — The  result  is 
that  w-e  are  showing  a deficiency  year  by  year,  which 
is  gradually  eating  into  the  Corporation’s  capital,  or 
would  do  so,  except  that  recently  we  have  secured  a 
certain  amount  of  relief  in  connection  with  our  con- 
tribution to  the  Police  service  of  the  City  of  London, 
which  may  probably  be  within  the  knowledge  of 
some  of  the  members  of  this  Commission.  But 
broadly  speaking,  I want  to  submit  that  in  so  far  as 
moneys  of  the  Corporation  are  employed  for  public 
services  and  charitable  objects  the  amount  of  income 
spent  in  that  way  should  be  exempted  from  Income 
Tax.  Now  the  main  heads  of  those  public  services 
or  charitable  objects  which  are  embraced  in  that 
general  statement  are  the  following.  First  the 
maintenance  of  open  spaces,  which  include  Burnham 
Beeches.  AVest  Ham  Park.  Epping  Forest,  AVanstead 
Park,  Higham  Park,  Highgate  AVoods,  and  Queen’s 
Park,  Kilburn  ; these  are  not  purely  local  to  London 
by  any  means,  they  extend  a long  way  outside  the 
City  boundaries  and  are  of  great  value  to  the  public 
generally.  Taking  the  average  of  the  last  five  years, 
they  oost  the  Corporation  about  £11.600  per  annum 
to  maintain.  My  submission  is  that  the  income 
which  is  used  for  that  purpose  should  be  exempted 
from  Income  Tax.  Another  important  heading  is 
the  Port  of  London  sanitation.  The  Corporation  of 
London  is  the  sanitary  authority  for  the  Port 
of  London,  which  extends  from  Teddington  right 
down  to  the  Nore,  and  the  Corporation  is  charged 
with  the  important  duty  of  seeing  that  all  the 
docks  and  landing  places,  everything  on  the  river 
banks,  is  kept  in  a proper  sanitary  condition.  That 
involves  them  in  an  expense,  on  an  average  of  the 
last  five  vearsy  of  £11,900  per  annum.  Then  in 
the  case  of  the  Freemen’s  Orphan  School,  the  Cor- 
poration contributes,  over  and  above  the  income 
that  is  directly  derived  from  a fund  that  was  left 
for  the  purpose  of  founding  ihe  school,  a sum  of 
£5,400  per  annum,  on  the  s^mo  average  as  the 
others.  I would  like  to  point  out  here  that  the 
tax  upon  the  income  from  the  property  that  was 
left  to  found  this  school  is  repaid  by  the-  Inland 
Revenue  Department.  I am  reading  from  the  state- 
ment. “ The  school  is  partially  supported  by  the 
rents  of  freehold  estates,  devised  in  former  times 
by  charitable  persons  connected  with  the  Corpora- 
tion.” Those  produce  some  £500  or  £600  a rear 
income,  and  that  income  is  not  taxed.  The  Inland 
Revenue  say:  “ we  do  not  claim  tax  on  that.” 

11.617.  Have  thev  said  that? — Not  to  me  personally, 
but  they  do  not  claim  it.  My  argument  is  that  if 
the  income  which  is  used  to  pay  part  of  the  expenses 
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of  those  schools  is  considered  to  be  free  from  Income 
lax,  it  is  only  logical  to  claim  that  any  contribution 
which  the  Corporation  has  to  supplement  that  with 
should  also  be  treated  in  the  same  way. 

11.618.  Sir  W.  Trower : Is  it  a trust  fund  for  that 
particular  purpose?— The  £500  or  £600  that  I quoted 
is  a trust  fund  for  that  purpose. 

11.619.  Your  contribution  to  the  Freemen’s  Orphan 
School?— Our  contribution  is  a voluntary  one 
supplementing  that  and  backed  up  by  a Statute. 

11.620.  But  is  it  not  in  the  same  position  as  any 
other  gift  by  a private  owner  to  any  particular 
school’'— 'There  is  a special  Statute  with  regard  to 

11.621.  Are  you  obliged  by  the  Statute  to  pay 
£5,000  whether  you  wish  to  or  not? — The  only 
alternative  would  be  to  restrict  the  scope  of  the 
school. 

11.622.  You  said  there  was  a Statute  in  reo-ard 
to  it.  Does  the  Statute  compel  you  to  pay  £5,000? 
— I do  not  think  it  fixes  any  particular  sum.  The 
Statute  authorizes  the  foundation  of  the  Freemen’s 
Orphan  School,  which  was  established  “ for  the 
maintenance  and  the  leligiotis  and  virtuous  education 
of  Orphans  of  Freemen  of  the  City  of  London.”  1 
cannot  tell  you  how  far  the  Statute  determines 
what  the  total  expense  of  it  should  be  or  the  scale 
on  which  the  school  should  be  maintained. 

11.623.  Mr.  Mackinder:  Does  the  Statute  compel 
you  to  maintain  it? 

11.624.  Mr.  Pretyman:  You  are  asking  for 

sanction  for  relief  from  Income  Tax  in  reference 
to  a purely  voluntary  payment  to  a school? — It  is 
not  .regarded  by  us  as  purely  voluntary. 

11.625.  But  legally  speaking? — I will  ask  the 
representative  from  the  solicitors’  office  if  he  can 
clear  up  the  point. 

11.626.  Could  you  not  make  it  into  a trust? — I 
expect  we  could. 

11.627.  Then  you  would  be  exempt? — The 

solicitor  has  called  my  attention  to  this  section  in 
the  Act:  “And  be  it  enacted  that  the  Mayor  and 
Commonalty  and  Citizens  shall  for  ever  thereafter 
maintain  upon  the  said  ground  so  to  be  set  aside 
and  appropriated  or  to  be  so  found  and  provided 
as  aforesaid,  the  houses  and  buildings  to  be  erected  . 
thereon  as  a school  fm  the  maintenance  and  the 
religious  and  virtuous  education  of  Orphans  of  Free- 
men of  the  City  of  London.” 

11.628.  Sir  IF.  Trower:  Does  that  attach  a 

liability  to  any  particular  fund? — It  seems  to  me 
to  attach  a liability  to  the  corporate  fund  of  the 
Mayor  and  Commonalty  of  the  City  of  London. 

11.629.  Then  if  that  is  so,  it  would  come  within 
the  general  law  now  of  the  charity  being  exempt. 
If  it  does  not  come  within  that  general  law  it  is  a 
voluntary  payment. 

11.630.  Mr.  Walker  Clark:  AYould  not  they  get 
over  it  because  of  the  specific  object — the  children 
of  the  Freemen  of  London? 

11.631.  Sir  W.  Trower:  I mean  the  law  of  taxa- 
tion ? — That  seems  to  be  admitted  as  regards  the 
income  from  these  investments  that  I was  referring 
to  just  now,  which  were  a bequest. 

11.632.  That  relates  to  the  investment  and  the 
trust,  but  you  are  asking  us  to  oonsider  the  ques- 
tion of  tbe  additional  voluntary  payment? — That 
is  so.  Then  there  is  the  magistracy  of  the  City  of 
London.  As  you  are  probably  aware,  the  Aldermen 
are  ex  officio  magistrates  of  the  City  and  that 
avoids  the  necessity  for  the  payment  of  any  stipen- 
diarv  magistrates. 

11.633.  Chairman:  That  is  done  very  often? — Yes, 
the  maintenance  of  the  Guildhall  Justice  Room  and 
the  Mansion  House  Justice  Room  costs  the  Corpora- 
tion some  £5,000  a year.  AVe  put  that  down  as  a pay- 
ment for  public  purposes.  Then  the  Central 
Criminal  Court  is  very  much  on  the  same  footing. 
There  then  comes  the  sinking  fund,  which  perhaps 
opens  a rather  larger  discussion. 

11.634.  Supposing  we  do  not  recommend  any  altera- 
tion, you  will  raise  the  money,  will  yon  not?  How 
will  you  go  on? — AVe  shall  have  to  restrict  our  useful- 
ness ; that  is  what  is  come  to. 
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11.635.  In  what  form,  charitable  or  how? — That  is 
a matter  which  we  must  use  our  discretion  upon. 
Probably  it  would  begin  with  such  things  as  these  open 
spaces.  I cannot  tell  you  in  what  particular  direc- 
tion. But  we  have  no  means  of  increasing  our  in- 
come. 

11.636.  Your  ground  is  that  if  you  do  not  get  relief 
you  will  have  to  cut  off  some  of  your  charitable  insti- 
tutions. Is  that  the  case? — That  is  so. 

11.637.  Mr.  May : Is  that  seriously  and  deliberately 
put  forward? 

11.638.  Chairman : I want  to  ask  that  question. 
That  is  the  case  really — that  there  is  no  means  of  your 
getting  money  to  replace  this  money  which  is  taken 
by  the  Income  Tax? — No,  my  Lord.  I put  it  forward 
quite  seriously  : that  our  income  is  not  an  elastic  in- 
come. It  occasionally  increases  just  a little  by  rents 
going  up,  but  that  is  more  or  less  fortuitous.  When 
leases  fall  in  we  are  able  to  get  a little  more  rent,  but 
we  have  no  means  of  adjusting  the  income  to  meet  the 
annual  expenditure,  and  if  Income  Tax'  increases  its 
burden  upon  us,  as  it  has  done  very  largely  during  the 
last  five  years,  it  is  bound  to  be  reflected  in  a reduc- 
tion of  expense  elsewhere . 

11.639.  Mr.  May : And  a limitation  of  the  useful- 
ness of  this  particular  charity  or  other  charities? — 
Yes. 

11.640.  You  think  that  that  is  seriously  con- 
templated by  the  Corporation? — I think  it  is  one  of 
the  necessities. 

11.641.  One  of  the  necessities? — It  has  to  be  paid. 

11.642.  Chairman : You  may  think  over  this, 

because  you  may  have  some  examination  upon  the 
point.  I want  to  be  convinced  on  two  points ; first,  if 
we  gave  you  any  exemptions  on  the  grounds  that  you 
claim,  I want  to  be  convinced  that  they  entail  great 
hardships  upon  the  charities  that  you  have  to  control ; 
can  you  make  your  case  on  that? — May  I make  a very 
short  statement  with  a view  of  clearing  up  our  position 
on  this  very  point?  In  the  past  the  Corporation  of 
London  found  itself  in  the  fortunate  position  of 
having  a corporate  income  larger  than  its  absolute 
necessities,  and  they  sought  opportunities  of  employ- 
ing this  surplus  for  the  benefit  of  the  public,  and  in 
pursuance  of  that  policy  they  purchased  open  spaces ; 
they  undertook  the  burden  of  the  Port  sanitation,  and 
things  of  that  kind. 

11.643.  How  did  they  get  the  money? — It  was 
derived  from  their  rents* and  the  income  from  the 
markets,  and  they  borrowed  substantial  sums  on  the 
security  of  that  income  for  these  purposes. 

11.644.  Could  you  not  increase  the  rate  if  the  neces- 
sity arose? — But  none  of  these  things  that  I am  speak- 
ing of  are  charged  upon  the  rates ; these  are  things 
which  are  charged  upon  the  Corporation’s  private  in- 
come as  distinct  from  the  rates. 

11.645.  Are  not  they  joined  together?  Supposing 
you  found  a loss  coming  on  the  whole  general  income 
through  this  Income  Tax  that  you  have  to  pay,  suppos- 
ing that  you  had  not  changed  a farthing  of  your 
charities,  and  had  retained  them  to  the  full,  you 
would  be  short  on  the  other  account? — We  should  be 
short  on  our  private  account. 

11.646.  Cannot  you  levy  rates  to  make  that  up? — 
Not  without  the  specific  sanction  of  Parliament. 
We  have,  in  fact,  within  the  last  few  months,  secured 
a certain  relief  in  that  direction ; I refer  to  the 
relief  we  have  secured  in  connection  with  our  con- 
tribution to  the  police. 

11.647.  Mr.  Walker  Clark:  Is  that  relief  by  trans- 
ferring to  another  fund? — By  transferring  it  to  a 
charge  upon  the  rates.  The  old  arrangement  was 
that  three-fourths  of  the  cost  of  the  City  Police  was 
borne  by  the  rates,  and  that  the  other  quarter  came 
out  of  the  City’s  own  funds.  We  have  been  to 
Parliament  within  the  last  12  months — in  fact,  the 
Act  giving  us  the  relief  was  only  passed  at  the  end 
of  last  Session.  We  had  to  show  the  Select  Com- 
mittee (I  myself  gave  evidence  before  that  Select 
Committee)  that  our  circumstances  were  such  that 
we  could  no  longer  continue. 

11.648.  Was  one  of  the  arguments  used  in  that 
Committee  this  Income  Tax  matter? — Yes. 

11.649.  Was  that  the  principal  argument  used? — 
I think  I may  say  that  was  the  principal  argument, 


but  I think  I ought  to  mention,  for  the  information 
of  this  Commission,  that  there  were  other  sources 
of  income  which  we  enjoyed  in  the  past  which  have 
been  taken  away  from  us  during  the  last  15  or  20 
years  by  Act  of  Parliament,  and  one  of  those  was 
the  metage  on  all  grain  that  came  into  the  City, 
and  another  was  the  coal  dues.  Those  have  vanished 
entirely  during  recent  years,  and  the  result  of  all  this 
is  that  to-day,  instead  of  finding  ourselves  with  an 
income  in  excess  of  our  requirements,  or  amply  suffi- 
cient for  our  requirements,  we  find  ourselves  with  an 
income  which  is  not  adequate  to  our  requirements, 
and  does  not  meet  our  requirements  even  after  this 
police  relief,  and  we  are  naturally  looking  round  to 
see  in  what  direction  we  can  introduce  some  changes 
to  make  both  ends  meet;  that  is  the  necessity  that 
prompts  us  in  considering  this  matter,  and  in  con- 
sidering the  incidence  of  Income  Tax  we  are  putting 
forward  these  arguments  to  you  to-day  on  the 
ground  of  equity,  that  inasmuch  as  we  spend  a certain 
amount  for  the  publio  benefit,  the  income  appro- 
priated for  that  purpose  should  be  free  of  taxation. 

11.650.  You  have  brought  that  prominently  for- 
ward in  your  paper,  and  have  done  it  remarkably 
well  on  that  point;  that  is  the  point  that  you  wish 
to  put  before  us? — That  is  the  point.  I cannot  tell 
how  far  it  will  meet  with  your  sympathetic  considera- 
tion, but  to  the  best  of  my  ability  I must  put  it 
before  you. 

11.651.  Mr.  May:  While  we  are  on  that  point  may 
we  know  whether  as  a matter  of  fact  the  sanitation 
of  the  Port  of  London  was  a charge  on  the  private 
funds  of  the  Corporation? — I think  the  answer  is  in 
the  affirmative.  I am  quoting  from  paragraph  41 : 
‘‘  The  Corporation  was  legallv  constituted  the  sani- 
tary authority  of  the  Port  of  London  by  the  20th 
Section  of  the  Public  Health  Act,  1872,  and  was 
directed  to  pay  out  of  its  corporate  funds  all  its 
expenses  as  such  Port  Sanitary  Authority.” 

11.652.  As  a matter  of  fact  does  the  Corporation 
of  the  City  of  London  pay  the  whole  of  the  expense 
of  the  sanitation  of  the  Port  of  London?— I think 
I am  justified  in  answering  in  the  affirmative;  I 
do  not  know  of  anything  else  which  it  does  not 

pay- 

11. 653.  Mr.  Manville : Perhaps  the  witness  could 
tell  us  what  the  proportionate  rates  are  in  the  City 
of  London  as  compared  to  the  rest  of  the  country  ? 
— I can  tell  you  what  they  amount  to  in  the  City 
of  London ; I cannot  very  well  compare  them  with 
any  other  cities,  because  I have  not  the  information 
here.  At  the  present  time  the  rates  amount  to 
3s.  lOid.  per  half-year,  which  is  equivalent  to  7s.  9d. 
for  the  year,  and  I was  informed  in  the  rating 
department  within  the  last  two  days  that  they  are 
anticipating  a substantial  increase  to  that  on  the 
next  demand  of  something  under  a shilling. 

11.654.  Chairman:  Is  that  the  inclusive  rate? — 
Yes,  it  includes  our  contribution  to  the  London 
County  Council. 

11.655.  7s.  9d.  a year? — Yes. 

11.656.  Mr.  May:  What  is  the  authority  to  which 
the  Corporation  delegates;  is  it  a committee  or  is 
this  sanitary  work  any  part  of  the  Port  of  London 
Authority? — There  is  a special  committee,  the  Port 
of  London  Sanitary  Committee,  consisting  of  mem- 
bers of  the  Corporation.  It  is  what  is  known  as 
a Ward  Committee.  The  Corporation  conducts  its 
work  hy  means  of  a dozen  or  more  committees,  and 
there  is  a representative  from  each  Ward  on  each 
of  those  committees. 

11.657.  Mr.  Walker  Clark:  Are  there  any  co-opted 
members  on  this  Sanitary  Committee? — No. 

11.658.  Mr.  McLintock  : One  point  on  the  ques- 
tion of  the  rating  of  the  City ; what  is  the  valuation 
basis  on  which  the  rates  are  imposed? — Do  vou  mean 
the  total  figure? 

11.659.  No,  the  basis;  is  it  a separate  valuation, 
or  is  it  the  letting  value? — It  is  a separate  valuation! 
The  assessment  of  the  City  of  London  is  settfed  by 
the  Assessment  Committee,  which  also  consists  of 
members  of  the  Cornoration.  The  basis  unon  which 
thev  rely  in  fixing  their  assessments  is  the  rental. 

11.660.  That  is,  the  rating  is  based  on  rental?-- 
On  rental;  T think  it  is  fair  to  say  that  it  is  not 
necessarilv  identical  with  the  rental. 
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11.661.  Probably  a shade  lower? — Yes;  I think 
there  are  certain  allowances.  I am  told  it  is  under 
the  Valuation  Act  of  1869,  which  relates  to  the  whole 
Metropolis. 

11.662.  Chairman : What  was  the  last  valuation ; 
do  they  assess  every  year? — No;  every  five  years,  and 
every  occupier  or  tenant  has  an  opportunity  of 
appealing  from  the  assessment. 

11.663.  Does  the  Assessment  Committee  come  from 
the  London  Guildhall? — From  the  City  of  London; 
from  the  City  Corporation. 

11.664.  And  they  make  their  own  Assessment  Com- 
mittee?— The  process,  I think,  is  this.  There  was  a 
Union  of  Parishes  Act  a few  years  back  in  connection 
with  the  City,  under  which  all  the  different  parishes 
were  amalgamated,  and  the  Corporation  was  made 
the  executive  body.  The  Overseers’  Committee  of 
the  Corporation,  which  is  the  Ward  Committee 
appointed  as  I have  described  just  now,  makes  the 
original  assessment  after  careful  consideration  of  the 
circumstances  of  every  case,  which  is  a very  formid- 
able business.  Then  notices  are  sent  to  the  occupiers, 
and  if  they  are  dissatisfied  with  the  assessment  they 
have  the  right  to  appeal  to  the  Assessment  Committee, 
and  the  Surveyor  of  Taxes  also  has  a right  to  attend. 
The  total  rateable  value  is  just  under  £6,000,000  for 
the  City  of  London;  that  is  quite  distinct  from  the 
City  of  Westminster. 

11.665.  Mr.  Marks : With  regard  to  the  statements 
in  your  paragraphs  19  to  29,  dealing  with  the  basis 
of  assessment  and  the  returns  for  1916-1917,  is  it  not 
the  fact  that  the  basis  of  assessment  has  been  in  dis- 
pute for  some  years? — Yes,  for  two  or  three  years 
past;  that  is  why  I say  in  paragraph  19  that  the 
settlement  then  arrived  at  has  been  adopted  up  to 
1913. 

11.666.  And  the  return  referred  to  is  not  accepted 
by  the  Inland  Revenue? — No,  not  at  present. 

11.667.  Is  part  of  your  object  here  to  get  or  to  make 
such  changes  or  recommendations  as  would  deal  with 
that? — Not  necessarily.  I do  not  want  to  confuse 
you  in  my  mind  with  the  Inland  Revenue  officials, 
whose  duty  it  is  only  to  interpret  the  law;  and  we 
do  not  intend  to  do  so.  The  object  of  attaching  that 
statement  was  so  that  you  would  see,  if  you  cared  to, 
the  lines  upon  which  the  assessment  is  at  present 
being  made,  and  that  those  things  for  which  we  are 
claiming  relief  are  not  at  present  allowed. 
Negotiations  are  going  on  at  the  present  moment 
with  the  Inland  Revenue  authorities  on  the  Act  as 
it  stands,  but  we  thought  it  would  be  a mistake  to 
miss  the  opportunity  afforded  by  this  Commission  uf 
putting  the  thing  before  you  from  a commonsense 
point  of  view,  with  the  prospect  of  having  the  Acts 
altered  in  the  direction  we  are  seeking. 

11.668.  Then  in  your  paragraph  12  you  give  figures 
which  show  that  the  Citv’s  Income  Tax  is  increased 
by,  I think,  £60,000  ?— Yes. 

11.669.  In  six  years? — Yes. 

11.670.  And  that  the  income  has  increased  by 
approximately  £40,000?— Yes;  it  is  the  markets  anil 
the  rentals. 

11.671.  So  that,  in  the  end,  you  are  about  £20,000 
worse  off? — Yes,  as  regards  Income  Tax  and  the 
increase  in  income,  but  our  expenses  in  other  direc- 
tions have  been  going  up  by  leaps  and  bounds. 

11.672.  That  is  not  quite  my  point;  I think  we 
all  appreciate  that.  Is  it  not  an  inevitable  result 
of  the  present  conditions  that,  with  the  tax  increased 
from  Is.  or  Is.  3d.  up  to  6s.,  there  should  be  this 
very  large  increase? — Yes. 

11.673.  Your  case  is  not  peculiar,  so  far  as  that  is 
concerned? — No.  We  just  mention  that  really  from 
the  feeling  that  if  this  necessity  had  not  been  forced 
upon  us  by  the  circumstances,  we  probably  should  not 
have  troubled  you,  because  this  is  not  private  money 
in  the  sense  that  anybody  wants. to  spend  it  for  his 
own  particular  good.  As  long  as  it  is  being  spent 
somehow  or  other  for  the  public  advantage,  that  is 
the  only  object  in  vieAV ; but  when  we  are  a business- 
like body  we  must  try  and  make  both  ends  meet 
somehow. 


11.674.  Notwithstanding  the  large  increase,  up  to 
the  present  you  have  been  able  to  meet  your  expenses 
without  calling  upon  the  ratepayers? — Yes;  but  it 
has  involved  a deficiency  on  one  or  two  of  the  recent 
accounts,  which  is  really  cutting  into  our  capital. 

11.675.  You  do  not  propose  to  remedy  that 
deficiency  by  a further  assessment  on  the  ratepayers? 
— We  wish  to  avoid  that,  if  possible,  and  I do  not 
think  we  have  the  power.  In  none  of  these  cases 
have  we  the  power  of  doing  it,  except  by  special  Act 
of  Parliament— by  applying  for  Parliamentary 
sanction. 

11.676.  Can  you  give  the  Commission  any  estimate 
of  the  capital  value  of  the  city’s  revenue-producing 
estates,  the  freehold,  leasehold  and  other  property? — 
I am  afraid  I cannot. 

11.677.  Is  not  it  the  fact  that  the  Corporation  may 
dispose  of  its  corporate  income  and  alienate  its 
corporate  property  in  any  way  it  thinks  fit,  without 
the  consent  of  the  Government  or  any  other 
authority? — 1 think  that  is  so — yes. 

11.678.  It  rather  follows,  and  you  probably  agree 
that,  as  that  privilege  does  not  extend  to  corporations 
amenable  to  the  Municipal  Corporations  Act 
generally,  the  City  Corporation  are  freer  from  Govern- 
ment control  than  other  municipal  corporations  and 
to  some  extent  privileged? — Yes,  as  regards  the  in- 
come with  which  I am  dealing,  I quite  acknowledge 
that  our  position  is  almost  unique.  There  are  very 
few  corporations  in  the  same  position.  I believe  in 
Edinburgh  there  is  a small  private  fund  which  is 
described  as  the  Common  Good,  and  I think  there  is 
something  of  the  kind  in  Liverpool;  but  it  is  quite 
the  exception  for  any  corporation  in  the  kingdom  to 
have  a large  private  fund  of  this  kind. 

11.679.  Why  did  the  Corporation  take  on  the 
additional  work  and  responsibility  of  becoming  the 
sanitary  authority  for  the  Port  of  London? — I think 
I tried  to  deal  with  that  a few  moments  ago,  when  I 
said  in  times  past  they  found  themselves  with  an 
income  which  was  more  than  sufficient  for  the  pur- 
poses which  they  were  already  committed  to. 

11.680.  I heard  that  answer.  There  are  two  other 
reasons  which  suggest  themselves  to  me;  first  of  all, 
did  not  the  City  undertake  to  make  the  necessary 
expenditure  out  of  the  City  Estate  income  in  order  to 
relieve  the  local  authorities  of  the  other  areas  covered 
by  that  Act  from  financial  responsibility? — I think 
you  are  probably  correct  in  that.  I have  not  looked 
it  up,  but  the  City  has  always  been  anxious  to  take 
a public,  broad-minded  view,  and  to  bear  as  much 
of  the  burden  of  the  public  as  it  could  afford  to  do. 

11.681.  I was  going  to  ask  you  whether  the  City 
had  not  taken  up  that  responsibility  and  labour  in 
order  really  to  preserve  their  autonomy  within  the 
City  so  far  as  possible? — I do  not  think  I am  in  a 
position  to  answer  that  question. 

11.682.  I suggest  that  is  a possible  explanation? — 
They  have  a very  ancient  history,  and  they  naturally 
want  to  preserve  it.  Being  the  Corporation  of  the 
City  of  London,  and  being  identified  with  the  history 
of  the  country  in  a way  that  has  not  fallen  to  the 
lot  of  other  corporations,  they  are  very  keen  on  pre- 
serving its  privileges,  and  the  claims  to  public  con- 
sideration that  they  bring  with  them,  and  I think 
that  is  very  natural. 

11.683.  We  shall  probably  consider  that  there  will 
be  difficulties  in  confining  to  the  City  alone  the 
relief  which  you  desire? — Yes.  I have  no  wish  to 
exclude  any  others  which  find  themselves  in  the  same 
position. 

11.684.  Have  you  considered  whether  it  might  not 
be  reasonable  for  taxpayers  generally,  to  whom 
exemptions  on  the  ground  of  charitable  purposes 
mean  an  increase  in  the  rate  of  tax,  to  raise  the 
question  whether  such  exemption,  instead  of  being 
extended,  should  not  be  rigidly  restricted  to 
charities  which  are  of  a purely  eleemosynary 
character? — It  certainly  may  suggest  itself,  but  we 
rather  rely  on  this  distinction  of  charity  which  is 
given  in  Section  14,  which  was  a definition  of  Lord 
Camden  in  Jones  v.  Williams  as  “ a gift  to  a general 
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public  use  which  extends  to  the  poor  as  well  as  to  the 
rich,”  aud  under  the  Act  of  Elizabeth  all  moneys 
employed  in  charities  were  to  be  exempt. 

11.685.  One  other  small  point.  Your  paragraph  65, 

where  you  draw  an  analogy  between  sinking  fund 
and  a Life  Assurance  premium,  does  not  seem  to  me 
to  be  very  convincing,  if  I may  say  so.  Could  you 
explain  that  analogy  a little  further?  What  I am 
asking  you  is  this : whether  the  local  authority  sink- 
ing fund  is  not  simply  for  the  purpose  of  liquidating 
a debt,  whereas  a Life  Assurance  premium  is  to 
make  provision  for  something  which  may  happen  at 
an  uncertain  future  time,  although  it  will  in  the 
case  of  a pure  Life  Insurance — in  fact,  in  the  case 
of  all  insurances — certainly  arrive? — That  may  have 
been  the  original  idea  of  Life  Insurance,  but  as  you 
put  the  question  to  me  I think  I am  justified  in 
pointing  out  that  Life  Insurance  is  used  very  much 
in  these  days  as  a means  of  borrowing  money.  A 
man  takes  out  a Life  Insurance  policy  for  a few 
thousand  pounds 

11.686.  I cannot  agree  with  you  there.  Whatever 
relation  that  class  of  insurance  may  bear  to  the 
whole,  I can  assure  you  it  is  infinitesimal,  and  I do 
not  really  think  that  there  is  any  strict  analogy 
between  the  sinking  fund  which  you  mention  and 
Life  Assurance. — I should  have  thought  so. 

11.687.  Mr.  Walker  Clark : What  funds  bear  the 
cost  of  the  hospitality  of  the  Corporation? — The 
City’s  private  funds. 

11.688.  This  same  fund? — Yes. 

11.689.  Would  it  not  be  possible  seriously  to  curtail 
that  heavy  expenditure,  and  so  obviate  this  loss? — 
We  regard  that  expenditure  as  one  of  our  most 
legitimate  expenditures,  and  I think  it  is  so  re- 
garded by  the  Government,  because  a great  deal  of 
our  entertainment  is  at  the  direct  instance  of  the 
Government  of  the  day.  These  entertainments  that 
have  taken  place  since  the  conclusion  of  the 
Armistice  and  the  celebration  of  Peace  have  nearly 
all  been  on  the  initiative  of  the  Government.  It  was 
at  the  instance  of  the  Government  that  a distin- 
guished visitor  from  abroad  should  be  received  in 
the  City. 

11.690.  Would  not  the  expenditure  on  the  9th  of 
November  alone  more  than  meet  this  deficit? — Oh, 
no,  the  whole  of  that  is  paid  by  the  Lord  Mayor  and 
the  two  Sheriffs  personally.  It  is  pointed  out  to 
me  that  the  expenditure  on  entertainment  has  been 
very  small  during  recent  years,  and  that  is  so  because 
the  war  has  been  on,  but  I quite  agree  that  in  normal 
times  our  expenditure  is  a substantial  sum ; in  fact 
it  is  included  in  the  current  year’s  estimates  as  a 
matter  of  £15,000. 

11.691.  I thought  dt  was  a similar  sum,  and  that 
is  why  I asked.  Have  you  power  to  raise  the  tolls  of 
the  markets  beyond  what  they  are  at  present ; or  are 
they  at  the  maximum  now  by  Statute? — I am  advised 
that  they  are  now  at  the  maximum. 

11.692.  Therefore  you  would  have  to  have  your 
statutory  powers  varied  if  you  raised  the  market 
tolls? — Yes. 

11.693.  Is  it  not  a fact  that  the  power  to  levy  4d. 
a ton  on  coal  was  withdrawn  because  of  the  very 
large  surplus  of  your  income  at  that  period? — I can- 
not speak  from  my  own  knowledge,  because  I was 
not  a member  of  the  Corporation  in  those  days;  the 
representative  from  the  solicitor’s  office  tells  me  that 
it  was  not  so. 

11.694.  Chairman:  You  have  mentioned  that  in 

your  paper? — I have  mentioned  it  in  the  second  part 
of  paragraph  63 : “An  important  part  of  the  Cor- 

poration’s debt  relates  to  the  Holborn  Valley  Improve- 
ments, including  Holborn  Viaduct.  To  effect  these 
and  other  improvements  in  the  City  the  Corporation 
voluntarily  consented  to  apply  the  net  proceeds  (be- 
tween 1862  and  1890)  of  their  4d.  per  ton  duty  on 
coal.  This  duty  was,  by  the  London  Coal  Duties 
Abolition  Act,  1889,  abolished  in  1890,  and  the  Cor- 
poration was  left  to  meet  the  remaining  liabilities 
in  respect  of  the  Holborn  Valley  Improvements  out 
of  City’s  Cash.  There  is  still  outstanding  a debt  of 
£385,800,  of  which  £138,000  is  in  terminable  bonds 


and  £247,800  in  debenture  stocks  included  in  the 
sinking  funds.” 

11.695.  After  nearly  50  years? — Yes. 

11.696.  Just  now  you  said  that  the  basis  of  the 
rating  is  rental;  that  is  the  common  basis.  The  law 
of  rating  is  a very  complicated  one? — Yes. 

11.697.  May  I assume  that  the  Poor  Law  assess- 
ment will  follow  your  assessment? — Yes,  the. Poor  Law 
assessment  is  identical  with  ours. 

11.698.  It  follows  yours;  the  two  are  mutual? — Yes. 

11.699.  Are  the  Corporation  properties  assessed  at 
their  full  value  in  the  rating  book? — I am  sure  it  is 
so,  yes. 

11.700.  At  4 per  cent,  on  capital  cost,  or  some  other 
percentage  ? — Y es. 

11.701.  An  agreed  percentage? — I am  sure  it  is 
assessed,  but  I cannot  tell  you  exactly  on  what  basis; 
it  is  on  an  economic  basis,  I think.  I am  sorry  I 
have  not  got  that  information. 

11.702.  I think  there  is  a possibility  of  a very 
considerable  margin  in  that  direction,  but  I am  not 
sure? — I do  not  think  so.  I think  the  Surveyor  of 
Taxes  will  see  that  that  is  not  so,  because  they 
claim  Schedule  A on  that. 

11.703.  But  it  is  a very  generous  claim  as  a rule. 
When  the  tax,  which  is  now  6s.,  is  reduced,  say,  to  3s., 
the  necessity  for  this  claim  would  cease,  would  it 
not? — Assuming  that  other  expenses  had  not  gone 
up. 

11.704.  It  is  really  to  meet  the  emergency  caused 
by  the  war? — I do  not  put  it  like  that.  I have 
explained  to  you  what  our  necessities  are,  as  the 
reason  why  we  have  come  to  you,  but  I put  it 
on  the  ground  of  equity  that  these  things  we  are 
asking  are  equitable,  whatever  the  circumstances 
may  be  in  the  future. 

11.705.  So  far  as  the  equity  is  concerned  I pay 
13s.  lOd.  on  my  rates,  and  you  in  London  pay  7s.  9d. ; 
I am  rated  to  the  hilt,  so  there  is  another  side  to 
equity.  Did  not  the  Corporation  undertake  these 
charges  for  the  sanitation  of  the  Port  largely  to 
retain  their  control  over  the  Port? — I do  not  think 
I can  answer  that  question  one  way  or  the  other; 
I think  you  are  entitled  to  draw  your  own  con- 
clusion from  it. 

11.706.  Chairman:  That  is  a fair  way  of  putting 
it.  ' Some  of  these  questions  that  are  being  asked 
may  be  a little  outside  the  point,  but  you  know 
the  purpose  for  which  they  are  being  asked;  it  is 
to  suggest  that  you  should  raise  the  revenue  in 
other  directions? — Quite  so.  I appreciate  the 
courtesy  of  all  the  members  of  the  Commission. 

11.707.  Mr.  May : May  I put  Mr.  Walker  Clark’s 
question  in  another  way?  In  your  precis  of  evidence 
and  verbally  you  have  quoted  the  Public  Health 
Act  of  1891,  in  which  it  states  that  the  Mayor, 
Commonalty  and  Citizens  of  the  City  of  London 
should  continue  to  be  the  Port  Sanitary  Authority? 
— Yes. 

11.708.  I take  it  that  you  do  not  suggest  that 
those  words  were  put  into  that  Aot  without  the 
full  consent  of  the  Corporation  ? — No,  I do  not 
suggest  that  they  were  put  in  without  their  full 
consent.  I agree  with  you  they  were  not  put  in 
probably,  without  their  full  consent. 

11.709.  And  when  they  accepted  that  responsibility 
they  had  good  and  sufficient  grounds  for  believing 
that  they  were  entering  into  at  least  a business 
transaction  on  behalf  of  the  citizens  of  London? — 
I do  not  know  exactly  what  you  mean  by  a business 
transaction ; there  is  no  question  of  revenue  coming 
from  it. 

11.710.  I mean  that  the  responsibility  and  expense 
to  which  they  were  committed  brought  them  in  some 
way  an  adequate  return? — No,  I would  not  say  so 
necessarily.  They  had  these  funds  at  their  disposal, 
and  they  said:  “ We  want  to  employ  them  in  some 
way  or  other  for  the  good  of  the  city  or  the  surround- 
ing district.”  I do  not  quite  see  what  they  expected 
to  get,  or  that  they  could  expect  to  get  anything 
in  exchange.  If  a corporation  happens  to  be  in 
possession  of  a substantial  income  it  is  the  duty 
of  that  corporation  to  employ  it  in  some  way  for  the 
public  good  ; that  is  the  view  thev  took. 

11.711.  Do  you  suggest  it  was  simply  because  they 
had  these  funds  at  their  disposal  that  they  under- 
took this  responsibility? — I do. 
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11.712.  Well,  I suggest  to  you  that  representing 
the  greatest  commercial  centre  in  the  world  they 
were  desirous  for  commercial  and  business  reasons 
— perfectly  legitimate  ones — of  retaining  the  con- 
trol (I  do  not  want  to  use  that  word,  because  you 
objected  to  it  in  answer  to  Mr.  Walker  Clark), 
but  at  all  events,  to  retain  the  Port  of  London  as 
one  of  the  chief  centres,  and  that  from  a commer- 
cial point  of  view  they  were  undertaking  a respon- 
sibility which  would  return  to  the  citizens  a great 
deal  more  than  anything  they  were  likely  to  expend 
upon  it? — I quite  agree.  I am  afraid  I misunder- 
stood your  reference  to  commercial  reasons.  I 
thought  you  were  employing  them  in  the  restricted 
sense  of  some  advantage  accruing  to  the  Corpora- 
tion. I quite  admit  that  they  recognized  that 
there  were  advantages  accruing  to  the  citizens 
generally. 

11.713.  And  that  they  did  not  then  measure  the 
amount  of  expense  that  they  would  be  put  to  in 
maintaining  that  Port,  realizing  that  anv  reason- 
able expense  that  would  be  incurred  would  be  more 
than  reimbursed  to  them  in  the  advantages  of  the 
Port? — Yes,  but  they  would  not  have  been  justified 
in  going  in  for  it  if  they  had  not  had  the  income 
available. 

11.714.  Do  you  suggest  that  the  position  has 
seriously  grown  worse  since  they  undertook  this 
responsibility? — Very  seriously  indeed. 

11.715.  Why  do  you  select  the  years  from  1913 
to  1918  to  show  the  income  and  expenditure? — 
Because  they  are  fresh  in  one’s  mind. 

11.716.  But  you  have  gone  back  to  Elizabeth, 
you  know,  on  some  points.  You  might  have  gone 
back  a little  bit  before  the  war? — I did  not  want  to 
be  too  discursive,  but  the  main  heads  upon  which  we 
are  worse  off,  apart  from  these  last  few  years,  are 
the  loss  of  our  metage  on  grain  and  the  loss  of  our 
coal  dues  and  broker’s  rents. 

11.717.  Within  the  period  you  have  dealt  with 
here,  1913  to  1918,  is  it  not  the  fact  that  the  war 
has  seriously  affected  the  returns  in  every  way? — 
Do  you  mean  our  income? 

11.718.  Yes? — 'No,  because  the  bulk  of  our  income 
was  from  rents — property  in  the  City — and  that  has 
not  been  affected. 

11.719.  And  these  receipts  are  from  property? — 
The  bulk  of  those  receipts  are  from  property. 

11.720.  I suggest  to  you,  then,  that  at  any  time 
the  receipts  from  rents  of  property,  as  a set-off 
against  the  expenditure  , that  you  were  likely  to 
incur  for  these  very  much  larger  purposes  that  I 
have  already  indicated,  was  only  an  adventitious 
circumstance,  and  not  a business  proposition  with 
the  Corporation  at  all;  that  is  to  say,  if  I do  not 
make  myself  clear,  the  Corporation  were  in  a posi- 
tion to  use  these  rents,  but  they  did  not  depend 
upon  them  at  all  in  any  sense  at  any  time  to  make 
or  mar  the  success  of  their  undertaking  in  caring 
for  the  Port  of  London? — I do  not  want  to  be  at 
cross-purposes,  and  I want  to  follow  your  line  of 
thought  if  I can;  but  the  only  view  I can  take  is 
this,  that  the  Corporation  would  not  have  allowed 
itself  to  be  saddled  with  the  expenses  of  the  Port 
of  London  unless  they  had  available  at  that  time 
(and  had  the  prospect  of  having  it  in  the  future) 
the  necessary  income  to  discharge  those  obligations. 

11.721.  So,  if  I make  myself  clear  on  a wider  basis, 
is  it  not  clear  that  every  local  authority  in  the 
country  has  to  undertake  for  the  benefit  of  the  com- 
munity operations  of  various  kinds  out  of  which 
directly — in  a balance-sheet  sense,  such  as  you  put 
it  before  us  here — they  never  expect  over  to' make  a 
profit,  or  even  to  meet  the  expenses,  because  the  other 
advantages  are  so  much  greater  and  more  important 
to  the  community  as  a whole;  and  that,  I suggest  to 
you,  is  the  position  of  the  Corporation  of  the  City 
of  London  in  this  matter? — No. 

11.722.  And  that  those  figures  have  no  value  at 
all?— I think  the  difference  is  this,  that  in  the  case 
of  other  municipal  bodies  that  you  speak  of,  when 
they  embark  upon  such  things  they  do  not  need  to 
consider  very  closely  whether  they  will  have  sufficient 
funds  to  discharge  those  expenses  or  not,  because  they 
can  adjust  their  income  to  meet  their  expenses  by 
imposing  rates.  In  our  case  this  particular  burden 
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has  been  saddled  on  the  corporate  funds  of  the 
Corporation,  the  private  funds  of  the  Corporation, 
and  we  have  no  means  of  adjusting  our  income  to 
meet  our  expenses  in  that  way.  Your  argument 
would  be  perfectly  sound,  and  I should  agree  with  it 
in  every  word,  if  this  cost  of  the  Port  of  London 
sanitation  was  payable  out  of  our  rates  that  we 
impose;  but  it  is  not.  It  is  payable  out  of  our 
corporate  income. 

11.723.  Then  you  adhere  to  your  plea  of  poverty 
iu  this  respect  as  a claim  for  relief? — Yes. 

11.724.  You  have  put  forward  four  points;  may  I 
ask  to  which  of  them  you  attach  the  most  importance? 
— You  mean  these  different  heads  of  expenditure? 

11.725.  No,  these  main  points  which  are  referred 
to  in  the  letter  of  Colonel  Stuart  Sankey  [see  para- 
graph 11,548]  ? — Nos.  1 and  2 are  practically  iden- 
tical, because  the  items  for  which  we  claim  relief 
under  No.  1 are  alternatively  claimed  in  No.  2. 

11.726.  Under  point  1,  you  put  as  charities  open 
spaces,  Port  of  London  sanitation,  the  Freemen’s 
Orphan  School,  Magistracy,  the  Central  Criminal 
Court  and  the  sinking  fund? — Yes. 

11.727.  Do  you  think  it  is  a practical  proposition 
for  this  Commission  to  recommend  to  His  Majesty’s 
Government  that  those  things  should  be  regarded  as 
charities? — I think,  under  the  definition  of  charities 
that  we  have,  it  is  a reasonable  thing;  but  I say,  in 
the  alternative,  if  you  do  not  see  your  way  to  do 
that,  then  we  ask  that  they  may  be  allowed  as  a 
proper  deduction  from  our  income  from  our  markets 
and  so  on,  for  the  purpose  of  assessment  for  Income 
Tax,  on  the  ground  that  they  are  in  the  nature  of 
public  services. 

11.728.  On  this  question  of  the  hospitality  of  the 
City,  you  said  that  in  many  recent  instances  the 
Corporation  had  acted  upon  the  initiative  of  the 
Government;  is  that  so? — Yes. 

11.729.  Do  you  mean  that  this  is  a burden  imposed 
upon  them  by  the  Government? — I do  not  know  how 
far  the  word  burden  is  a correct  one. 

11.730.  Mr.  Solland-Martin  : Is  it  not  the  fact  that 
for  the  last  50  years  it  has  been  the  practice  of  the 
Government  to  suggest  from  time  to  time  that  the 
City  should  entertain  important  personages? — Yes. 
I qualify  that  by  saying  I do  not  suggest  that  every 
single  entertainment  that  has  taken  place  has  been 
suggested  by  the  Government. 

11.731.  Mr.  May:  And  the  Government  have  made 
no  contribution  from  public  funds  towards  those 
expenses? — No,  they  have  not — not  a halfpenny. 

11.732.  With  regard  to  the  pension  fund,  will  you 
tell  us  what  is  the  nature  of  the  pension  fund  that  is 
referred  to  in  paragraph  4 of  that  letter? — Yes.  I 
am  really  only  concerned  with  Nos.  1 and  2,  because 
No.  3 is  in  connection  with  the  rating  department, 
and  I am  not  dealing  with  that.  It  is  a statutory 
fund.  Nos.  1 and  2 are  funds  in  connection  with  the 
officers  whose  salaries  are  paid  out  of  the  City’s  Cash. 

11.733.  That  is  to  say  one  of  your  funds  is 
statutory,  and  the  other  two  are  voluntary? — Yes, 
that  is  so. 

11.734.  In  the  case  of  the.  statutory  fund  you  are  not 
concerned  with  that,  because  the  relief  is  already 
granted  ? — I think  it  is  granted ; at  any  rate  it  affects 
the  rates,  and  it  does  not  affect  what  I am  dealing 
with  to-day,  which  is  the  City’s  Cash. 

11.735.  Have  you  taken  into  account  the  very  large 
number  of  similar  voluntary  funds  in  the  country 
that  would  have  to  be  relieved  if  the  Commission 
were  to  recommend  this  relief  to  your  fund? — I am 
afraid  I have  not.  I venture  to  think  that  is  not 
exactly  for  me  to  take  into  account ; it  is  more  for  you 
gentlemen,  if  I may  say  so  respectfully. 

11.736.  May  I suggest  to  you  that  the  terms  of 
reference  to  the  Commission  provide  that  their  re- 
commendation should  have  in  mind  the  necessity  of 
maintaining  the  present  yield  of  Income  Tax? — Yes. 

11.737.  And  all  your  suggestions  up  to  now  are 
directed  to  taking  something  away  from  it? — Yes, 
but  if  I may  also  say  so  respectfully,  the  reference  to 
this  Commission,  as  I understand  it,  involves  en- 
deavouring to  remove  a sense  of  injustice  or  inequity 
that  undoubtedly  has  existed  and  does  exist  in  the 
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minds  of  the  public  at  large,  in  regard  to  the  opera- 
tion and  incidence  of  taxation. 

11.738.  Mr.  Marks : May  T ask  what  paragraph  Mr. 
May  is  on? 

11.739.  Mr.  May : No.  4 in  the  letter  quoted  in 
paragraph  13  of  the  evidence-in-chief.  (To 
Witness) : I want  to  come  back  to  the  point  which  was 
raised  before,  when  you  told  us  that  the  failure  to 
secure  relief  in  regard  to  the  Freemen’s  Orphan 
School,  for  example,  would  lead  to  a curtailment  of 
the  benefits  of  that  institution  to  the  citizens  of 
London : is  that  so  ? — I think  you  have  applied  my 
answer  a little  too  specifically.  What  I said,  cr 
intended  to  say,  was  that  the  failure  to  obtain  relief 
would  involve  a restriction  of  our  usefulness 
generally ; I should  not  say  in  what  particular 
direction  it  would  be  applied. 

11.740.  But  I thought  at  the  moment  we  were 
dealing  particularly  with  the  Freemen’s  Orphan 
School? — If  I gave  you  that  impression  it  was  a mis- 
take, and  I am  sorry.  I would  rather  put  it  as  I put 
it  now. 

11.741.  You  would  think  I was  taking  an  extreme 
view  if  I were  to  suggest  anything  in  the  nature  of  a 
threat  of  direct  action  ? — Quite  ; I did  not  contemplate 
that. 

11.742.  Chairman:  I agree  with  the  witness  there; 
I think  he  was  not  quite  on  that  particular  point. 

11.743.  Mr.  HoUa/nd-Martin : The  open  spaces  that 
you  refer  to,  for  example,  Epping  Forest  and  Burn- 
ham Beeches,  were  really  acquired  in  a great 
measure  for  the  public;  they  did  not  concern  the  City 

more  than  they  did  London  and  the  country  round? 

I think  that  is  perfectly  true,  and  I think  that  also 
applies  to  Kenley  Common  and  Coulsdon.  The  Open 
Spaces  Act  provided  for  our  acquiring  property  not 
within  the  metropolis. 

11.744.  That  in  great  measure  was  due  to  the  fact 
that  you  had  funds  which  could  be  used  for  such 
purposes? — Yes. 

11.745.  With  regard  to  the  Freemen’s  Orphan 
School,  in  1850  that  was  reconstituted,  was  it  not? — 
Yes;  I have  the  Act  in  front  of  me  now. 

11.746.  Has  it  Been  greatly  enlarged  since  then  in 
numbers? — I am  sure  it  has  since  then,  but  I forget 
exactly  how  many  children  it  has. 

11.747.  You  urge  that  the  balance,  apart  from  the 
money  obtained  from  the  sums  specifically  left  to  that 
charity,  is  practically  a charge  on  your  funds? — Yes; 
that  is  so  under  the  Act  which  I quoted  from ; I do 
not  know  if  you  were  in  the  room? 

11.748.  Yes,  I was  in  the  room  when  you  quoted 
it.  It  seemed  to  me  it  was,  as  far  as  I could  catch  it? 
—Yes. 

11.749.  Mr.  Pretyman : Is  not  the  real  reason  why 
you  are  subject  to  these  Income  Taxes  and  still  have 
to  pay  them  that  the  Corporation  of  the  City  retains 
full  discretion  as  to  how  it  shall  use  them,  and  is 
not  the  City  in  that  matter  rather  in  the  same  position 
as  some  wealthy  private  individual  who  chooses  to 
devote  his  money  to  purposes  for  the  public  good? — I 
think  there  is  a good  deal  of  force  in  what  you  say ; 

I have  felt  it  myself,  but  I think  the  distinction  is 
that  the  City  does  not  really  apply  any  of  its  income 
for  its  own  private  use  and  enjoyment  in  the  same 
sense  that  a private  individual  does.  After  all,  the 
City  Corporation  is  a public  body;  it  is  not  private 
property  in  that  sense. 

11.750.  I do  not  think  that  really  touches  the  argu- 
ment much  upon  that  particular  point.  I only  spoke 
of  the  income  in  so  far  as  a wealthy  private  indi- 
vidual expended  it  for  that  purpose.  The  difference 
is  one  of  degree,  and  not  of  principle.  A private 
individual  who  has  a large  income  may  devote  half 
of  his  income  to  public  purposes,  and  the  other  half 
to  his  own  private  use,  but  he  pays  tax  on  it  equally? 
— Yes. 

11.751.  The  Corporation,  we  will  assume,  devotes 

the  whole  of  its  income  to  benefiting  the  public  in 
some  way  or  other,  directly  or  indirectly? Yes. 

11.752.  But  it  does  it  absolutely  voluntarily;  you 
retain  the  voluntary  principle? — Yes. 

11.753.  Is  not  that  a principle  of  our  taxation,  and 
a very  important  one;  and  if  we  once  depart  from  it 
would  it  not  lead  us  into  a very  very  difficult  region? 


These  exemptions  which  apply  in  the  case,  for  in- 
stance, of  public  parks;  it  is  perfectly  easy  to  agree 
that,  for  instance,  the  public  park  at  Ipswich,  which 
belongs  to  the  Corporation,  should  not  be  taxed,  and  if 
that  park  is  not  taxed  under  Schedule  A of  the 
Income  Tax  I do  not  think  there  can  be  any  answer  to 
Epping  Forest,  which  is  in  exactly  the  same  position 
for  a much  larger  section  of  the  country,  being 
entitled  to  the  same  exemption.  But  the  difference 
is  this,  that  the  public  park  at  Ipswich  is  maintained 
out  of  the  rates  by  the  public  under  a Corporation 
which  has  no  voluntary  act  in  the  matter  at  all, 
except  as  they  express  the  wishes  of  the  ratepayers 
as  a whole;  it  is  an  elected  body  and  deals  with  the 
ratepayers’  money.  You,  on  the  other  hand,  are  the 
trustees  of  a large  private  fund  which  you  expend 
no  doubt  for  public  purposes,  but  over  which  you 
retain  the  principle  of  absolute  discretion;  therefore 
I suggest  to  you  that  the  reason  you  are  taxed  is  not 
because  many  of  the  purposes  to  which  you  apply 
the  money  are  not  purposes  on  which  taxation  should 
properly  be  remitted,  but  because  you  retain  the 
principle  of  voluntarily  disposing  of  your  money  as 
you  like.  Is  not  your  line  of  remedy,  if  you  desire 
to  take  it,  to  allocate  such  portion  of  your  funds 
as  you  think  proper  in  trust  for  any  or  all  of  these 
purposes;  and  if  you  do  that  then  you  are  exempt 
without  any  legislation  at  all,  and  without  infringing 
that  principle? — I think  there  is  a great  deal  in  what 
you  say,  but  we  are  rather  reluctant  to  allocate  a 
specific  portion  of  our  property  in  trust  for  these 
purposes. 

11.754.  I entirely  understand  the  reluctance,  and 
I quite  appreciate  the  feeling? — We  felt  that  where 
the  maintenance  of  these  open  spaces,  for  example,  is 
imposed  upon  us  by  Act  of  Parliament,  though  still 
we  were  voluntary  parties  to  it,  we  should  be  entitled 
to  ask  that  the  Income  Tax  might  be  remitted. 

11.755.  You  surely  realize  the  great  importance 
of  the  principle  of  taxation  that  I have  suggested 
to  you : that  as  long  as  any  individual  or  body, 
which  is  not  an  elective  body  collecting  a rate  for  a 
particular  purpose,  but  which  is  the  owner  of  a 
private  fund,  retains  the  voluntary  discretion  of 
paying  that  money  for  whatever  it  likes,  the  tax  must 
be  retained  upon  it? — I recognize  that  principle  for 
individuals,  but  I hoped  that  the  position  of  public 
authorities  would  be  looked  upon  in  a different  light. 

11.756.  I know  it  is  difficult  for  you  to  know  exactly 
what  you  may  have  to  spend  each  year  on  any  of 
these  services,  but  you  know  that  you  will  have  to 
spend  more  than  a certain  sum,  and  you  could 
allocate,  at  any  rate,  a part  of  it? — I think  it  is  a 
very  practical  suggestion,  for  which  I am  grateful. 

11.757.  And  the  major  part  of  it,  if  you  like, 
retaining  in  your  own  hands  a sufficient  proportion 
to  retain  your  voluntary  principle  up  to  a certain 
extent;  for  instance,  if  you  are  spending  £11,000  a 
year  on  the  Freemen’s  Orphan  School,  would  it  not 
be  quite  practicable  to  allocate  a definite  sum  into 
trust  for  that  purpose,  which  would  yield,  say, 
£10,000  a year,  and  give  the  rest  as  a voluntary  sub- 
scription, if  you  like.  Then  you  would  only  pay  tax 
on  £1,000.  Instead  of  having,  as  now,  only  £600 
free  because  it  is  in  trust,  and  paying  tax  on 
£11,000  because  it  is  not  in  trust,  it  is  entirely  at 
your  own  option  to  reverse  the  figures.  When  you 
can  do  that  yourselves,  do  you  not  think  it  is  rather 
a large  order  to  come  to  this  Commission  and  ask 
us  to  override,  or  suggest  the  overriding  of,  a very 
important  principle  of  taxation,  in  order  to  enable 
you  to  escape  a tax  which  you  can  get  out  of  within 
the  law  as  it  now  stands  ? — I hope  you  will  exonerate 
me,  at  any  rate,  from  deliberately  asking  you  to 
override  an  important  principle  of  this  kind,  because 
I did  not  look  at  it  in  that  light. 

11.758.  I do  not  mean  any  bad  sense  in  the  word 
“ overriding”  at  all.  But  that  is  so,  is  it  not;  to 
alter  the  law  in  one  particular  is  opening  a door? — 
Yes. 

11.759.  Sir  W.  Trower:  About  the  Freemen’s 

Orphan  School : that  is  a school  for  the  particular 
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charity  connected  with  the  members  of  the  Corpora- 
tion, is  it  not? — No,  not  members  of  the  Corpora- 
tion. 

11.760.  It  is  for  the  orphans  of  Freemen  of  the 
City? — Yes. 

11.761.  Who  are  represented  by  the  Corporation? 
— Yes,  but  there  are  Freemen  of  the  City  of  London 
all  over  the  Kingdom. 

11.762.  My  only  point  is  that  it  is  a particular 
charity  which  affects  a particular  guild? — It  affects 
all  guilds. 

11.763.  Chairman:  All  the  City  Guilds? — Yes;  but 
there  are  lots  of  men  who  have  taken  up  their  free- 
dom who  are  not  members  of  the  City  Guilds. 

11.764.  Sir  W.  Trower : It  is  a limited  body  con- 
nected with  the  City? — Yes. 

11.765.  You  cannot  become  a Freeman  except  by 
election  ? 

11.766.  Mr.  May:  They  have  a clear  right  at  birth, 
surely? — It  is  not  election.  There  is  a birth 
qualification,  and  then  any  individual  who  has  those 
qualifications  can  go  to  the  Chamberlain’s  office  and 
take  out  his  patent. 

11.767.  Sir  W.  Trower:  Are  there  any  other 

voluntary  payments  to  other  charities  for  which  you 
ask  for  exemption  beyond  that? — Not  in  the  ordi- 
nary sense  of  the  word  “ charity.” 

11.768.  It  is  confined  to  this  particular  one? — Yes. 

11.769.  Mr.  May : I am  sorry  to  interrupt,  but 
as  a matter  of  fact,  is  it  not  embracing  the  whole 
six? — Yes,  but  I said  not  in  that  sense. 

11.770.  The  claim  is  made  in  the  precis  that  the 
whole  of  the  six  are  charities,  and  should  be  so 
treated? — I thought  Sir  Walter  Trower  was  using 
the  word  “ charity  ” in  its  ordinary  restricted 
sense. 

11.771.  Sir  W.  Trower:  I am  afraid  I was  using 
it  in  a different  sense.  I meant  as  a voluntary  pay- 
ment more  than  as  a charity.  Then  one  other  ques- 
tion, on  paragraph  65,  as  regards  sinking  fund. 
There  are  similar  cases  under  lands  improvement 
companies,  where  there  is  a fund  which  is  raised 
for  the  purpose  of  building  or  other  purposes,  all 
over  the  country? — Yes. 

11.772.  And  that  is  divided  into  two:  an  income 
charge  and  a capital  charge;  and  if  I understand 
it,  in  the  case  of  private  individuals,  in  no  case  is 
the  capital  charge  allowed  as  a deduction  from 
Income  Tax.  Is  not  that  so? — I do  not  like  to  con- 
tradict you,  but  I am  under  the  impression  that  the 
capital  charge  is  allowed.  I am  quoting  from  a 
case  which  I dealt  with  in  my  own  office,  where  a 
client  of  mine  took  up  a number  of  such  loans  some 
years  ago,  and  in  making  his  return  for  Income 
Tax,  I think  I am  correct  in  saying,  the  annual 
contribution  was  allowed. 


11.773.  I have  had  some  experience  in  that  matter. 
Subject  to  correction,  I think  you  will  find  that 
the  principle  of  taxation  is  that  no  capital  charge 
of  that  kind  is  allowed  as  a deduction  for  the 
purpose  of  Income  Tax,  and  I know,  as  a matter  of 
fact,  with  regard  to  Super-tax  and  Income  Tax, 
that  those  capital  charges  are  not  allowed  as  a 
deduction? — You  are  probably  correct,  because  you 
speak  so  definitely. 

11.774.  We  will  assume,  for  the  purpose  of  argu- 
ment, that  I am  correct  in  that.  I know  it  is  so 
as  regards  Super-tax.  Now  you  are  asking  in  effect 
to  be  placed  in  a different  position  to  every  other 
subject  in  the  country.  It  is  a very  far-reaching 
question.  For  instance,  if  a clergyman  builds  a 
house,  and  borrows  money  from  Queen  Anne’s 
Bounty,  the  repayments  are  partly  interest  and 
partly  in  capital;  the  capital  repayment  is  not 
allowed  as  a deduction  for  either!  Super-tax  or 
Income  Tax ; and  you  are  asking  to  be  put  on  a 
different  footing  from  every  other  person? — I must 
leave  it  at  that. 

11.775.  I think  you  have  got  my  point? — Yes. 

11.776.  Chairman:  That  does  not  mean  that  you 
agree  to  that? — I cannot  contest  it. 

11.777.  Mr.  Manville:  With  regard  to  the  ques- 
tion of  city  hospitality,  on  which  you  have  been 
asked  some  questions,  is  it  not  a fact  that  the 
hospitality  of  the  City  of  London,  owing  to  the 
great  length  of  time  during  which  it  has  been 
exercised,  has,  so  to  speak,  an  international  reputa- 
tion which  makes  the  recipient  of  it  more  desirous 
of  experiencing  it,  than,  for  instance,  he  would  be 
of  experiencing  the  hospitality  of  the  Government 
of  the  country?  It  has  a unique  reputation  in  that 
way? — We  claim  that  it  has.  I think  the  hospitality 
of  the  City  of  London  is  valued  by  distinguished 
foreigners  as  highly  as,  if  not  more  highly  than, 
any  other  honour  that  can  be  conferred  upon  them 
when  they  come  to  this  country.  I am  speaking 
from  experience ; I am  speaking  from  having  heard 
the  way  in  which  they  express  their  appreciation. 

11.778.  And  it  is  never  indiscriminately  exercised? 
—No. 

11.779.  And  somebody,  the  Government  for 
example,  would  have  to  entertain  these  distinguished 
personages,  if  it  was  not  done  by  the  City  of 
London? — That  is  so. 

11.780.  Therefore  it  may  really  be  regarded  as  a 
national  asset? — That  is  so;  thank  you  for  putting 
it  in  that  way.  Yet  we  have  not  asked  to  have 
that  cost  deducted  for  the  purpose  of  Income  Tax. 

11.781.  It  comes  out  of  the  pockets  of  the  country 
in  some  form  or  other? — Yes. 

11.782.  Chairman : I wish  to  compliment  you  on 
the  particularly  nice  manner  in  which  you  have 
put  your  proposals : you  have  been  non-aggressive, 
and  you  have  tried  to  meet  every  question? — I am 
very  much  obliged  indeed  to  your  Lordship. 


Professor  Francis  Ysidro  Edgeworth,  M.A.,  F.B.A.,  J\P.,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

11.783.  The  points  to  which  I desire  to  direct  atten- 
tion are  comprised  under  the  following  heads : — 

I.  The  first  principles  according  to  which 
the  burden  of  taxation  should  be  shared  by  citizens 
differing  in  amount  of  income  and  other  relevant 
circumstances ; 

II.  The  proportion  of  taxation  which  should 
be  raised  by  Income  Tax; 

III.  Discrimination  with  respect  to  Income 
Tax  on  grounds  other  than  the  amount  of  the  tax- 
payer’s income. 

IV.  Discrimination  on  the  ground  of  differ- 
ences in  amount  of  income; 

V.  Formuke  apt  to  represent  the  distribu- 
tion of  incomes  in  a country. 

11.784.  I.  Canons  of  Taxation. — Under  the  first 
head  I have  little  to  add  to  what  I have  said  in 
evidence  submitted  to  the  Royal  Commission  on  Local 
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Taxation*  and  in  two  articles  published  in  the 
Economic  Journal,  f I transcribe  some  passages  from 
these  publications,  referring  to  the  contexts  for  ex- 
planations and  qualifications.  The  considerations 
adduced  relate  primarily  to  oneroust  (as  distinguished 
from  beneficial),  and  imperial  (as  distinguished  from 
local)  taxation ; but  are  readily  adapted  to  other 
kinds  of  taxes. 

An  individual  cannot  hope  to  reveal  new  axioms 
of  conduct.  He  can  at  most  fructify  principles 
already  implanted  in  the  mind  of  his  contemporaries ; 
much  as  one  member  of  a committee  may  frame  a 
resolution  expressing  the  sense  of  the  majority.  In 
this  spirit  is  submitted  as  a canon  now  generally 

* Memoranda  on  the  Classification  and  Incidence  of  Taxation, 
7899  [(d.  9528),  p.  127]. 

f On  the  Pure  Theon/  of  Taxation , Economic  Journal,  Vol.  VII. 
(1897),  p.  550  et  scq,  and  oh  Urban  Pales  Ibid,  Vol.  X.  (1900),  p.  173, 
et  seq. 

I Defined  by  Sidgwick  as  “ taxation  to  defray  expenditure’  the 
benefit  of  which  (if  any)  which  accrues  to  the  individual  tax- 
payer is  so  vague  and  indirect  that  the  principle  of  proportioning 
payment  to  benefit  is  inapplicable.” 
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acceptable,  that  in  distributing  the  burden  of 
taxation  regard  should  be  had  to  the  “ wants  and 
feelings,”  in  Mill’s  phrase,  of  the  taxpayer. 

11.785.  Exact  uniformity  in  the  statement  of  first 
principles  is  not  to  be  expected ; and  there  are  several 
varieties  of  the  doctrine  which  regards  the  subjective 
feeling  of  sacrifice  as  the  criterion  of  equitable  taxa- 
tion.* * * § The  most  important  distinction  is  that  which 
demarcates  “ equal  sacrifice  ” from  “ least  sacrifice  ” 
as  the  end  to  be  realized.  I have  maintained  that 
the  principle  of  equal  sacrifice  derives  its  acceptance 
from  its  similarity  in  conception  and  dictates  to  the 
principle  of  least  sacrifice.!  It  is  significant  that  the 
leading  authority  on  the  subject,  J.  S.  Mill,  in  the 
same  breath  enounces  the  principle  of  equal  sacri- 
fice and  identifies  it  with  that  of  least  sacrifice.  + 
Other  high  authorities  also  seem  to  hover  between 
the  two  forms.  No  doubt  the  phrase  “ equal  sacri- 
fice ” has  the  advantage  of  fixing  attention  on  the 
desirability  that  in  general  every  citizen  should 
bear  some  part  of  the  burden.  § 

11.786.  This  principle  of  least  sacrifice  leads  more 
directly  than  that  of  equal  sacrifice  to  the  practice  of 
progressive  taxation.  In  order  that  the  latter  principle 
shall  lead  to  that  practice  it  would  be  necessary  to 
assume,  with  reference,  for  example,  to  a case  put 
by  Dr.  Marshall,  that  less  sacrifice  is  caused  by  taking 
£1,000  from  an  income  of  £10,000  than  by  taking 
£20  from  an  income  of  £200.  This,  as  Dr.  Marshall 
observes,  is  “ a matter  on  which  opinions  differ.”  || 
But  there  can  be  no  difference  of  opinion  as  to  the 
conduciveness  of  progressive  taxation  to  least  aggre- 
gate sacrifice.  “ The  hurt  caused  by  obtaining  £1,000 
of  additional  revenue  by  means  of  levies  of  £20  from 
each  of  fifty  incomes  of  £200  is  unquestionably 
greater  than  that  caused  by  taking  it  from  a single 
income  of  £10, 000. ”11 

11,7S7.  Both  forms  of  the  subjective  criterion  would 
carry  us  very  far  in  the  direction  of  socialism,  if  they 
were  not  cut  into  by  another  more  objective  prin- 
ciple, the  danger  of  restricting  production.  “In 
considering  the  economic  effects  of  taxes  we  have  to 
allow  weight  to  productional  and  as  well  distribu- 
tional considerations,”  it  is  well  said  by  Sidgwick. 
The  levelling  of  incomes  which  prima  facie  is  dictated 
by  the  principle  of  least  sacrifice  is  counteracted  by 
several  weighty  considerations.  There  is  the  danger 
of  driving  the  rich,  or  at  least  their  riches,  from  the 
country;  there  is  the  danger  of  stimulating  the  pre- 
datory instincts  of  the  poor  and  precipitating  a 
revolution  which  would  end  in  general  impoverish- 
ment. 

11.788.  But  productional  considerations  do  not  tell 
uniformly  against  progressive  taxation.  Taxation  in- 
creasing with  “ faculty  ” understood  in  an  objective 
sense  is  advisable  on  purely  productional  grounds,** 
especially  when  the  total  required  is  enormous.  It  is 
forcibly  argued  by  Professor  Pigou  that  the  objection, 
on  the  usual  productional  ground,  to  a progressive 
impost  is  less  valid  in  the  case  of  “ special  taxes 
levied  on  an  exceptional  occasion  for  the  purpose 
of  financing  an  unprecedented  war.” ft 

11.789.  Considering  at  once  the  distributional  bene- 
fits and  the  productional  risks  of  increased  progression, 
it  may  be  advised  that  only  one  step  at  a time  should 
be  taken  in  this  direction ; not  to  be  followed  by  other 
steps,  until  it  should  be  made  certain  that  the  gain 
in  the  way  of  distribution  was  not  overbalanced  by 
loss  in  the  way  of  production.  Steps  in  this  direction 
are  to  be  suspected  when  advised  by  those  who  are 
bent  on  destroying  the  capitalistic  system  without 
securing  any  equally  efficacious  method  of  providing 
for  the  future. 


* They  are  distinguished  in  the  writings  referred  to  already  and 
in  an  article  in  the  Quarterly  Journal  of  Economics,  (1910), 
p.  459,  et  seq. 

! Memoranda  loc.  cit. 

% Political  Economy , Book  V.,  ch.  II.,  s.  2 ; referred  to  Economic 
Journal,  Yol.  VII.  (1897),  p.  565. 

§ Cp.  Marshall  National  Taxation  after  the  War  in  Dawson’s 
A fter  War  Problems  (p.  319). 

||  Cp.  Economic  Journal,  loc.  cit. 

If  Marshall  loc.  cit. 

**  Cp.  Nicholson  Political  Economy,  Book  V.,  ch.  VII.,  s.  5 ; 
referring  to  Seligman. 

tf  Economy  and  Finance  of  the  War. 


11.790.  II.  Comparison  of  Income  Tax  with  other 
Taxes. — The  Income  Tax  forms  no  exception  to  the 
general  rule  that  no  one  species  of  tax  should  be 
preponderant.  This  rule  is  a deduction  from  the  all- 
pervading  law  which  has  been  described  as  the  mutual 
compensation  of  fortuitous  errors.  In  a system  of 
plural  taxation  a tax  in  excess  of  what  is  equitable 
under  one  head  is  apt  to  be  compensated  by  a de- 
ficiency under  another  head.* 

11.791.  The  applicability  of  the  general  rule  to  an 
Income  Tax  may  be  confirmed  by  comparing  it  with 
some  other  taxes,  namely,  those  (a)  on  commodities, 

( b ) on  inheritances,  (e)  on  profits,  (d)  on  capital. 

(a)  Mill’s  contention  that  there  is  no  material 
difference  between  the  taxation  of  income  and  that 
of  commodities.!  can  only  be  regarded  as  a first 
approximation.  It  would  be  nearest  the  truth  in  the 
abstract  case  defined  by  two  imaginary  attributes: 
(i)  that  the  system  of  taxes  on  commodities  pressed 
equally  at  all  points,  (ii)  that  the  dispositions  of  all 
the  taxpayers  with  respect  to  expenditure  were  the 
same.  Now  relax  the  first  attribute  while  retaining 
the  second;  on  this  supposition  the  Income  Tax  has 
an  advantage  over  the  taxation  of  commodities  iu 
that  the  taxpayer  is  enabled  to  distribute  his  retrench- 
ment over  a great  number  (theoretically  over  all)  of 
the  objects  of  expenditure;  and  so  to  minimise  the 
privationj  experienced.  Next  relax  attribute  (ii) 
while  retaining  (i).  At  first  sight  it  might  seem  that 
the  balance  would  not  be  affected  by  this  circumstance. 
It  should  be  considered,  however,  that  if  the  disposi- 
tions of  the  taxpayers  are  no  longer  identical,  some' 
will  value  provision  for  the  future,  as  compared  with 
present  expenditure,  more  than  others.  Some  more 
than  others  will  exercise  the  choice  which  is  left  to 
them  by  the  indirect  taxation  of  investing  instead  of 
expending ; leaving  to  others  to  make  up  the  required 
amount  of  taxation.  A fortiori,  when  we  also  relax 
the  first  attribute  and  put  the  concrete  case  of  taxes 
on  a limited  set  of  commodities  and  taxpayers  with 
varied  tastes  and  dispositions.  It  appears,  therefore, 
that  the  “ advantage  of  voluntary  taxation  ” which 
Sidgwick  attributes  to  taxes  on  commodities,  “ the 
gain  of  feeling  that  one  might  avoid  paying  taxes 
if  one  liked  ”§  is  not  equally  experienced  by  all,  but 
exclusively  or  principally  by  those  who  do  avoid  pay- 
ing the  indirect  taxes.  In  the  concrete  case  then  it 
would  seem  that  an  Income  Tax  has  an  advantage 
over  taxes  on  commodities,  firstly  because  it  mini- 
mises the  loss  of  benefit  to  the  individual  consequent 
on  the  unequal  taxation  of  commodities,  and  secondly 
because  it  minimises  the  loss  of  aggregate  benefit 
consequent  on  the  unequal  taxation  of  persons.  But 
before  striking  the  balance  it  should  be  reflected  that 
the  second  species  of  inequality  is  not  always  in  the 
long  run  detrimental.  Prima  facie  the  unequal  treat- 
ment of  persons  involves  hardship ; but  it  may  be 
ultimately  beneficial  if  persons  are  thereby  deterred 
from  noxious  and  directed  to  useful  courses.  Now 
these  very  results  are  to  be  anticipated  from  a 
judicious  system  of  taxes  on  commodities — discourag- 
ing for  instance  from  consumption  of  spirits — and 
from  almost  any  system  of  taxes  on  commodities  in 
that  it  forms  an  inducement  to  the  taxpayer  to  invest 
rather  than  to  expend.  Thus  Income  Tax  has  not 
so  decided  an  advantage  over  indirect  taxation  as 
appeared  at  first. 

11.792.  The  considerations  which  have  been  adduced 
in  favour  of  taxes  on  commodities  may  have 
some  weight  at  the  lower  limit  of  the  Income 
Tax,  where  there  is  a choice  between  that 
tax  and  indirect  taxation.  They  may  strengthen 
that  argument  based  on  the  expense  to  the 
tax  collector  and  the  irritation  to  the  taxpayer 
which  attend  the  direct  taxation  of  very  small  in- 
comes. It  is  significant  that  while  nearly  two  and  a 
half  million  incomes  between  £160  and  the  new  lower 
limit,  £130,  were  dealt  with  in  the  year  1918-19,  with 

* Cp.  Leroy  Beaulieu  Science  des  Finances,  Vol.  I.,  p.  263. 

+ Pol.  Econ.,  Book  V.,  ch.  III.,  s.  6. 

j In  more  technical  language  the  loss  of  “ consumer’s  surplus  ” 
would  he  minimised ; as  pointed  out  • by  the  present  writer 
Economic  Journal,  Vol.  VII.  (1897)  ; referred  to  by  Bastable 
Public  Finance,  p.  353,  ed.  3. 

§ Prom  a letter  to  the  present  writer  published  in  the  Memoirs 
of  Henry  Sidgwick,  p.  661. 


MINUTES  .OF  EVIDENCE. 


583 


11  September , 1919.]  Professor  F.  T.  Edgeworth.  [ Continued . 


a net  produce  of  not  much  more  than  one  and  a half 
million  sterling,  there  was  obtained  from  the  same 
number  of  incomes  above  £160  nearly  twenty  times  as 
large  a yield.* * * § ** * 

11.793.  (b)  With  respect  to  taxation  of  inheritances 
it  may  be  well  to  recall  Mill’s  preference 
for  this  kind  of  taxation  and  his  strong 
objection  to  a progressive  Income  Tax.  He 
goes  so  far  as  to  describe  a graduated  In- 
come Tax  as  “ graduated  robbery.”  f If  it  were  ever 
proposed  to  approach  Mill’s  ideal  that  inheritances 
should  be  restricted  to  a bare  minimum,  that  proposal 
might  be  modified  by  adopting  some  part  of  Professor 
Rignano’s  plan.J  According  to  this  plan  property 
might  be  taxed  to  the  extent  of,  say,  one-third  when 
inherited  from  the  original  producer,  and  by  double 
that  proportion  at  a second  devolution — with  reserva- 
tion always  of  a minimum  as  proposed  by  Mill.  The 
check  to  accumulation  might  thus  be  less  than  if 
either  plan  were  adopted  in  its  integrity. 

11.794.  (c)  The  golden  rule  not  to  check  production 
while  seeking  to  improve  distribution  applies  to  other 
substitutes  for  or  supplements  to  the  Income  Tax.  If  it 
should  be  proposed  to  retain  in  peace  time  a tax  on 
extraordinary  profits,  it  should  be  reflected  that  extra- 
ordinary profits  are  largely  compensated  by  extra- 
ordinary losses,  if  not  on  the  part  of  the  individuals 
who  have  been  successful,  yet  on  the  part  of  the  class 
who  have  carried  risks.  Adventurous  entrepreneurs 
will  be  discouraged  if  they  are  to  bear  all  the  losses, 
and  the  Government  to  take  all  the  gains.  If,  then, 
such  an  impost  is  at  all  workable,  it  should  be 
adjusted  so  as  to  leave  the  successful  business  man  to 
enjoy  his  success,  say,  for  some  years.  But  probably 
in  general  a graduated  Income  Tax  and  heavy  Death 
Duties  suffice  to  obtain  as  much  revenue  as  is  prac- 
ticable from  large  profits  in  peace  time. 

11.795.  ( d ) A tax  on  capital,  if  small,  would  work 
much  as  an  Income  Tax  in  which  income  derived  from 
property  is  taxed  differentially.  A “ levy  on  capital  ” 
for  the  purpose  of  discharging  a colossal  war  debt 
might  be  defensible,  as  I have  argued  elsewhere,  § if 
it  were  bona  fide  treated  as  an  alternative  to  a high 
Income  Tax.  The  condition  seems  not  likely  to  be 
fulfilled  in  the  present  mood  of  the  many. 

11.796.  III.  Differentiation  and  allowances. — 
Differentiation  in  favour  of  temporary  and  precarious 
incomes  is  based  by  Mill  on  subjective  grounds,  the 
“wants  and  feelings”  of  the  taxpayer  who  has  to  make 
provision  for  the  future.  These  grounds,  he  thought, 
would  be  cut  away  if — instead  of  making  an  allowance 
for  what  the  owner  of  a wholly  earned  income  might 
be  expected  to  lay  by — we  exempted  what  he  actually 
laid  by.||  The  exemption  from  Income  Tax  of  that 
part  of  income  (whether  earned  or  unearned)  which  is 
saved  has  been  entertained  at  least  as  an  ideal  by  other 
eminent  economists. II  It  seems  possible,  indeed,  that 
such  a plan,  if  it  could  be  carried  , out,  might  cause 
an  undesirable  diminution  in  the  proceeds  of  the  tax. 
Thus  Pitt  when  imposing  his  Triple  Assessment  on 
expenditure  might  well  apprehend  that  ‘ ‘ the  hoards  of 
the  penurious  ” would  evade  taxation.**  This  result 
might  be  avoided,  while  the  spirit  of  Mill’s  proposal 
would  be  preserved,  by  limiting  the  exemption  (on  the 
ground  of  saving)  to  the  lower  incomes.  By  abolish- 
ing the  present  differentiation  between  earned  and 
unearned  income  a useful  simplification  would  be 
secured. 


* [Cmd.  2241  1911).  The  number  of  incomes  exceeding  £130 
and  not  exceeding  £160  was  2,490,000 ; the  number  exceeding 
£160  and  not  exceeding  £700  was  2,505,000.  The  net  produce  of 
the  Income  Tax  for  tne  former  group  was  £1,682,000 ; for  the 
latter  £32,438,000.  The  incomes  between  the  limits  £160  and 
£200  produced  per  income  about  four  times  as  much  as  the 
incomes  between  £130  and  £160;  the  latter  class  numbering 
2,490,000  and  yielding  £1,682,000;  the  former  numbering  1,110,000 
and  yielding  £3,035,000. 

f Evidence  before  the  Select  Committee  on  Income  Tax  of 
1861.  Question  3540. 

J Referred  to  by  Professor  Pigou  in  his  Wealth  and  Welfare, 
Part  IV.,  ch.  X.,  s.  9 : and  renewed  by  the  author  in  the  Economic 
Journal  for  September,  1919. 

§ In  a Lecture  published  by  the  Oxford  University  Press, 
1918. 

||  Political  Economy,  Book  V.,  ch.  II.,  s.  4,  and  Evidence  on 
Income  Tax  before  the  Select  Committees  of  1852  and  1861. 

^f  See  in  particular  Marshall  in  Dawson’s  After  IFar  Problems, 
ana  Pigou  Wealth  and  Welfare,  p.  372. 

**  Parliamentary  History,  1797,  Nov.  24,  Vol.  XXXIII.,  p.  1050. 


11.797.  The  • inconvenience  incident  to  two  scales  of 
rates  does  not  attend  some  other  allowances  which  have 
been  adopted  or  suggested.  Thus  the  allowances  for 
wife  and  for  children  in  this  country  are  added  to  the 
minimum  which  is  exempted  from  taxation.  With 
regard  to  these  allowances  it  may  be  observed  that 
should  they  be  made  more  considerable,  consistency 
would  require  that  the  taxation  of  families  below  the 
Income  Tax  limit  should  be  correspondingly  alleviated. 
A general  scheme  for  the  endowment  of  motherhood, 
which  is  suggested  in  some  quarters,*  would,  of  course, 
have  to  be  worked  in  connection  with  the  Income  Tax. 

11.798.  Other  kinds  of  allowance  which  have  been 
adopted  in  some  countries,  such  as  exemption  from 
taxable  income  of  donations  to  charities,  and  allow- 
ance for  military  service,  or  for  some  exceptional 
disaster,  may  deserve  the  consideration  of  the  Com- 
mission, f 

11.799.  IV.  Graduation. — If  all  allowances  were 
effected  by  exemptions  reducing  the  taxable  income, 
the  problem  of  graduating  the  tax  according  to  (the 
magnitude  of  the  income  would  be  simplified.  This 
simplicity  is  indeed  impaired  if,  as  in  the  British 
system,  the  exempted  minimum  varies  with  the  size 
of  the  income.  There  is  much  to  say  for  the  arrange- 
ment that  (apart  from  special  allowances)  there  should 
be  one  and  the  same  minimum  deducted  from  all 
incomes,  as  seems  to  have  been  Mill’s  intention-! 
There  is  something  to  say  for  Professor  Cassel’s  pro- 
posal that  the  exemption  limit  should  be  higher  for  the 
larger  incomes  § ; largely  on  the  ground  that  the 
conventional  necessaries  of  the  professional  classes  are 
higher.  His  reasons  may  at  least  avail  to  discredit 
the  present  arrangement  of  an  exemption  diminishing 
with  the  size  of  income. 

11,800.  If  the  suggested  simplifications  are  adopted, 
the  problem  of  graduation  is  reduced  to  the  selection  of 
a mathematical  function,  assigning  the  tax  pertaining 
to  any  amount  of  income.  It  may  be  prefaced  that 
no  general  solution  of  this  problem,  no  graduation 
appropriate  to  Income  Tax  at  different  periods  and  in 
different  countries,  is  to  be  expected.  For  the  Income 
Tax  is  but  a part  of  the  tax  system;  and  its  pressure 
at  different  points,  (the  amount  levied  from  incomes 
of  different  magnitude,  ought  to  be  regulated  in 
accordance  with  the  pressure  at  those  points  of  other 
imposts,  in  particular  taxes  on  commodities  and  local 
(taxation.  The  kind  of  simplicity  which  is  to  be 
desired  in  graduation  is  well  exemplified  by  a formula 
which  is  borrowed  from  Professor  Oassel,  with  some 
modification,  ||  namely — 

x 1 

y J M -}-  x 

where  x is  the  amount  of  taxable  income  (above  the 
minimum  exempted)  and  y is  the  tax,  M is  a 
properly  assigned  constant.  This  formula  is  found 
to  fit  the  lighter  Income  Taxes,  such  as  prevailed  in 
Europe  before  the  war,  fairly  well.  But  with  respect 
to  the  heavier  Income  Taxes  now  prevalent,  it  may  be 
objected  that  the  progression  ceases,  the  tax  becomes 
simply  proportional,  at  a certain  point.  It  is  more 
agreeable  to  modern  sentiment  that  the  rate  of  taxa- 
tion should  continually  increase.  This  condition 
should  be  coupled  with  the  proviso  that  the  increase 
of  taxation  should  nowhere  be  so  steep  as  to  deprive 
the  taxpayer  of  motive  to  increase  his  income.  This 
proviso  secures  the  fulfilment  of  the  more  obvious 
condition  that  the  tax  should  never  become  equal  to 
the  income.^  These  conditions  are  fulfilled  by  the 
use  of  the  formula — ' 

B 

y = x — ax 

where,  as  before,  x (is  the  amount  of  taxable  income, 
y is  the  tax ; a and  /3  are  numerical  constants.  The 
net  income,  what  remains  after  the  subtraction  of  the 


* See  article  in  the  Economic  Journal  for  1917,  and  other 
writings  bj  Miss  Eleanor  Rathbone : and  the  Report  of  the 
Committee,  formed  at  her  suggestion  (Headley,  1918). 

+ An  enumeration  of  several  kinds  of  allowance  will  be  found 
in  Robert  Meyer’s  Principien  der  gerechten  Besteuernng,  and  in 
the  official  year  hook  of  the  Commonwealth  of  Australia  for 
1901-15,  p.  151. 

J Pol.  Econ.,  Book  V..  ch.  II.,  s.  3. 

8 Economic  Journal,  Vol.  XI.  (1901),  p.  483. 

||  See  Economic  Journal,  Vol.  XXIX.  (1919),  p.  141. 

If  Loc.  ext.  p.  144  et  seq. 
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tax,  lias  the  simple  form  ax@  The  coefficient  /3  is 
always  less  than  unity;  the  smaller  it  is  the  more 
rapid  is  the  progression.  It  will  be  observed  that 
however  large  the  taxable  income  beoomes,  the  net 
income  ax@  continues  to  increase.  The  same  cannot 
be  affirmed,  so  far  as  the  writer  is  aware,  of  any  other 
formula  that  has  been  proposed.* 


In  order  to  have  at  our  disposal  a sufficient  number 
of  constants,  and  for  other  reasons,  it  is  desirable  to 
supplement  the  proposed  formula  with  a supplemen- 
tary expression,  either  one  of  the  same  form  (though 
not  the  same  constant,  as  the  main  form,  or  one  of 
the  Cassel  type.f 

11,801.  V.  Formud-e  for  distribution  of  incomes. 
— Professor  Pareto’s  well-known  formula  for  the  dis- 
tribution of  incomes  is  universally  acknowledged  to 
be  of  great  service.  It  suffers,  however,  from  the 
defect  of  not  being  applicable  to  the  lower  incomes-! 
A secondary  form  proposed  by  Professor  Pareto§  may 
be  recommended  as  an  improvement.  It  may  be 
written 


N = 


A 

{x  + «)« 


10 


where  x denotes  the  amount  of  income  and  N the 
number  of  incomes  at  or  exceeding  x.  This  formula 
has  some  resemblance  to  one  of  the  Types  prescribed 
by  Professor  Pearson  for  the  representation  of 
statistics.il  At  first  the  Pearsonian  type  appears  to 
have  the  advantage.  It  is  simpler,  and  more  familiar 
to  statisticians.  Moreover  the  formula  of  Professor 
Pareto  implying  that  the  number  of  incomes  at  each 
value  of  x (or  rather  between  x and  the  adjacent 
value  of  x + Ax  continually  decrease  as  income  in- 
creases from  zero)1f  assumes  what  is  very  disputable 
and  has  been  much  disputed.**  On  the  other  hand 
the  Pearsonian  type  as  ordinarily  used,  would  involve 
some  assumption  as  to  the  distribution  of  incomes 
below  the  limit  for  which  we  have  accurate  statistics. 
Also  the  materials  for  the  determination  of  the 
constants  by  Professor  Pearson’s  beautiful  method 
of  moments  seem  wanting.  Altogether  Professor 
Pareto’s  second  formula  may  be  recommended  as  a 


* For  a critical  review  of  proposed  formulas  see  the  article 
already  referred  to  in  the  Economic  Journal  for  June,  1919. 
There  was  not  included  in  that  review,  not  being  known  to  the 
writer  at  the  time  of  writing,  an  interesting  proposal  made  by  Mr. 
James  Glover  in  a pamphlet  entitled  Income  Tax  Reform  (pub- 
lished in  1915  by  Sherratt  & Hughes),  and  in  a paper  read  before 
the  Liverpool  Engineering  Society  (November  15,  1916).  Mr. 
Glover’s  formula  resembles  that  of  the  present  writer  in  that  he 
raises  the  taxable  income  to  a power : as  thus,  y = m xn  where  x 
is  the  income,  y is  the  tax,  m and  n are  constants,  n greater,  and  m 
less  than  unity.  The  formula  works  well  for  moderate  taxes  ; but 
it  is  not  proof  against  the  dangers  above  indicated.  For  example 
Mr.  Glover  gives  (in  the  paper  read  before  the  Engineering 
Society)  the  formula  y = 4g^g  as  corresponding  to  the  Budget 
Income  Tax  of  1915  ; the  levy  on  income  of  £200  and  of  £3,000 
being  respectively  identical  for  Mr.  McKenna’s  schedule  and  Mr. 
Glover's  scale.  But  if  we  apply  this  formula  to  higher  incomes, 
we  soon  reach  a point  at  which  the  taxpayer  has  no  interest  in 
increasing  his  income,  namely  about  £13,810,  since  for  that  value 

of  x the  increment  of  the  net  income,  — ( x—y ),  ceases  to  be 
a x 

positive.  The  formula  fares  better  when  the  constants  are  taken 
so  that  the  taxation  may  be  coincident  with  that  of  the  Budget  at 
the  points  300  and  10,000  ( loc . cit.  p.  47).  That  construction  does 
not  break  down  till  an  income  of  some  millions  is  reached.  But 
a formula  suited  for  official  use  should  be  above  the  liability  to 
break  down. 

+ The  following  are  particularly  recommended  ; either  (a)  For 
the  lower  incomes,  say  up  to  the  point  at  which  now  surplus 
Income  Tax  begins  yt  = x — x6  ; for  incomes  above  that  limit — 
either  superposed  on,  or  (preferably  substituted  for  y{)  y2  = 
x — ax  P or  (6)  For  the  lower  incomes  tj\  = r x-  -^-  (M  + x)  for 
tho  higher  incomes  (superposed  on,  or  substituted  for  y,)  y.,  = 
x — a xP.  For  further  particulars  the  reader  is  referred  to  the 
already  cited  article  in  the  Economic  Journal. 

J As  pointed  out  by  Professor  Bowley  in  his  evidence  before 
the  Select  Committee  on  Income  Tax,  1906,  Question  1166. 

§ La  repartition  de  la  Richesse  (Lausanne  1896,  p.  306) ; refer- 
red to  by  the  present  writer  in  the  Journal  of  the  Royal  Statistical 
Society  for  1 896,  p.  533  and  p.  537. 

||  The  ordinate  of  the  Pearsonian  curve  is  to  be  compared  with 
the  differential  coefficient  of  Pareto’s  N. 

, „ . dy  dN 

This  appears  by  forming  ^ ; where  y = 

**  It  is  maintained  by  Prof.  Pareto  loc.  cit. 


useful* * * § ** *  method  of  representing  the  distribution  of 
incomes  above  a limit  above  which  it  iB  known  that 
the  number  of  incomes  continually  diminishes  as  the 
size  increases. 

11.802.  There  remains  the  question  how  best  to  de- 
termine the  constants  pertaining  to  the  formula.  I 
recommend  for  this  purpose  the  procedure  which  I 
have  described  as  the  method  of  percentiles.  + It  con- 
sists in  determining  (usually  by  successiva  approxima- 
tions) the  values  of  the  constants  which  render  the 
Pearsonian  criterion  a minimum  and  accordingly  the 
closeness  of  fit  the  best  obtainable. 

[This  concludes  the  evidence-in-chief.'] 

11.803.  Chairman:  We  have  had  a copy  of  your 
statement  and  we  will  proceed  at  once  to  examine 
you  on  various  points  arising  upon  it. 

11.804.  Dr.  Stamp : You  refer,  under  “ Differentia- 
tion,” to  the  suggested  abolition  of  the  present 
discrimination  between  the  two  classes  of  income; 
and  in  the  same  paragraph  you  refer  also  to  some- 
thing new:  the  exemption  of  savings  for,  at  any 
rate,  the  lower  incomes.  I take  it  that  those  two 
are  connected  in  your  mind;  that  is  to  say,  you 
would  not  abolish  the  present  differentiation  unless 
the  corresponding  exemption  of  the  savings  were 
given? — I think  the  first  would  bo  best  if  accom- 
panied by  the  second,  as  Mill  thought.  I quote  Mill 
to  say  that  he  would  not  insist  upon  the  first 
differentiation  if  you  adopted  the  second. 

11.805.  The  point  that  I really  want  to  get  from 
you  is  whether  one  is  conditional,  in  your  mind,  on 
the  other.  For  instance,  supposing  it  is  found  im- 
possible to  entertain  the  idea  of  exempting  savings, 
would  you  then  say,  “Well,  never  mind  that;  I 
still  think  you  should  get  rid  of  discrimination  be- 
tween earned  and  unearned  income,”  or  would  you 
say:  “well,  then,  discrimination  must  remain”? — 
I would  say  that  I had  not  an  important  opinion 
on  the  question  whether  the  present  double  scale,  or 
some  other  form  of  discrimination,  is  preferable.  I 
must  leave  it  to  practical  people,  experts  in  the 
Revenue  Office,  and  so  on.  I think  the  double  soale 
has  great  inconveniences,  but  it  might  be  necessary 
to  retain  it. 

11.806.  Do  you  think  the  present  kind  of  dis- 
crimination is  specially  fair  or  unfair? — What  struck 
me  more  was  its  inconvenience:  that  you  could  not 
work  a simple  graduation  well  if  you  had  this 
double  scale.  That  is  the  point  whioh  principally 
struck  me,  rather  than  its  justness. 

11.807.  It  is  associated,  in  your  mind,  then,  rather 
with  the  convenience  of  another  part  of  the  taxation 
question,  the  question  of  graduation? — Yes. 

11.808.  But  apart  from  the  question  of  graduation, 
the  reasons  which  guided  the  Government,  following 
upon  a Committee,  in  introducing  this  discrimina- 
tion between  two  classes  of  income,  were  fairly 
sound  reasons,  were  they  not? — Yes,  they  were  in 
accordance  with  Mill’s  opinion,  which  I quote  with 
approbation.  He  says  that  the  arrangement  may 
not  be  perfectly  just,  but  that  we  must  do  as  much 
justice  as  we  can. 

11.809.  That  being  so,  I take  it  that,  in  your  mind, 
the  main  reason  for  the  discrimination  is  that  the 
person  with  earnings  from  labour  has  to  make  cer- 
tain savings  that  the  other  man  has  not? — Yes. 

11.810.  Is  that  the  sole  reason  for  discrimination? 
For  instance,  just  to  take  one  example,  Did  not 
Thorokl  Rogers  say  that,  generally  speaking,  the 
man  who  has  to  earn  his  income  is  tied  as  to  where 
he  lives,  and  the  other  man  can  live  where  he  likes, 
and  there  may  be  a general  difference  in  the  natural 
outgoings  ©very  year?  Now,  that  is  not  a question 
of  savings;  that  is  a question  of  greater  current 
expense,  is  it  not? — I am  not  prepared  to  say. 

11.811.  I think  you  cannot  get  an  exact  parallel 
between  the  necessity  for  saving  and  the  reasons  for 


* That  our  selection  should  be  based  on  mere  convenience  rather 
than  on  any  a priori  presumption  (such  as  exists  for  groupings  in 
the  neighbourhood  of  the  normal  law  of  error)  follows  from  the 
purely  empirical  character  of  the  construction.  As  to  the  origin 
of  shape  represented  by  Pareto’s  formula  see  Benini's  remarks  on 
the  formula  ; cited  by  Pigou — Wealth  and  Welfare,  Part  II.,  ch.  I., 
s.  3. 

f See  Journal  of  the  Royal  Statistical  Society,  1914. 
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discrimination? — If  you  mean  that  a man  having 
capital  and  unearned  income  has  certain  privileges 
justifying  a certain  differentiation  against  him,  cer- 
tainly I must  grant  that. 

11.812.  As  long  as  you  think  that  the  two  things 
hang  together  that  is  the  real  point  I wanted  to 
get — that  you  would  not  advocate  abolition  of  the 
present  discrimination  by  itself,  except  that  you  find 
it  inconvenient  for  the  graduation? — That  is  one 
strong  reason  that  I have. 

11.813.  The  next  point  I wanted  to  ask  you  about 
was  on  the  question  of  graduation  itself.  You  are  a 
great  authority  on  the  way  of  making  curves  and 
formulas  for  establishing  particular  rates  of  pro- 
gression. Can  I put  it  quite  simply  in  this  way, 
that  you  may  start  with  a certain  amount  of  tax  upon 
£200  as  a settled  figure  in  your  mind,  and  you  may 
have  a certain  figure  of  tax  that  is  just  for  an  income 
of  £100,000;  that  it  is  possible  to  have  curves 
between  those  two  points  of  varying  character,  throw- 
ing different  burdens  upon  different  intermediate 
incomes  ? — Yes. 

11.814.  One  would  have  different  formula  for 
establishing  those  curves? — Yes. 

11.815.  Is  there  anything  which  you  can  suggest 
which  will  tell  us  which  curve  really  corresponds  with 
the  subjective  sacrifice  that  we  are  talking  about  in 
the  taxpayer’s  mind.  Is  there  anything  which  tells 
us  which  is  really  the  more  just  curve? — No,  I am 
rather  doubtful  about  the  point  at  which  you  should 
tighten  or  lighten  the  tax.  Certainly,  from  mere 
knowledge  of  curves,  you  cannot  get  any  such  ethical 
proposition  as  that.  It  must  be  from  people  who  have 
knowledge  of  the  facts,  and  make  mathematics  their 
servant  to  carry  out  their  ideal.  How  they  would  get 
it,  I am  sure  I do  not  know. 

11.816.  Then  the  recommendation  of  any  particular 
formula  must  still  rest  upon  the  common-sense  of  the 
community  and  the  general  feeling  that  one  is  correct 
and  the  other  is  harsh  ? — Yes,  but  I may  not  be  out  of 
order  in  saying  that  I thought  the  suggestion  of  some 
formulae  would  assist  common-sense,  in  this  way,  that 
they  make  the  graduation  depend  in  a very  simple 
manner  upon  one  or  two  adjustments,  or  constants,  as 
mathematicians  say. 

11.817.  I must  admit  that  there  is  great  value  in 
that? — It  may  assist  you  to  have  only  one,  or  perhaps 
two,  screws  to  turn ; you  can  let  out  here  and  tighten 
there  with  more  facility  than  you  otherwise  could,  but 
as  to  showing  exactly  where  you  should  tighten  or 
not,  that  is  beyond  my  science. 

11.818.  It  may  be  that  one  curve,  which  was 
mathematically  elegant  and  answered  to  this  one  ad- 
justment with  one  tax,  might  be  aq  unfair  tax;  and 
the  other,  that  was  a cumbrous  one,  might  be  a fair 
one  ? — Quite. 

11.819.  Therefore  the  mere  fact  that  one  discovers 
a convenient  device  does  not  necessarily  give  one  a 
just  tax? — No,  but  I would  like  to  tbink  that  it  may 
have  some  advantages  in  preventing  an  inexpedient 
adjustment.  There  may  be  another  principle  which 
might  satisfy  your  notion  of  justice,  but  is  found  not 
to  work  well,  because  when  you  go  up  to  a high 
amount  of  income,  it  makes  the  tax  too  severe,  and  the 
formula  breaks  down. 

11.820.  I quite  agree  that  may  be  so.  Would  you 
admit  that  amongst  mathematicians  generally,  start- 
ing this  as  a new  thing,  there  is  just  a tendency  for 
them  to  find  something  that  is  mathematically  neat 
and  pretty,  and  then  fancy  that  that  is  the  thing  that 
ought  to  be  adopted? — Yes ; that  is  one  of  the  idola  of 
mathematicians . 

11.821.  Now  on  the  distinction  that  is  drawn,  fol- 
lowing Dr.  Marshall  and  others,  between  the  principle 
of  equal  sacrifice  and  least  aggregate  sacrifice;  are 
they  not  both  of  them  in  the  ultimate  issue  derived 
from  the  same  principle,  that  of  the  diminishing 
utility  of  wealth  to  its  possessor? — Yes,  that  is  a 
premiss  to  both ; but  it  does  not  mean  that  both  ar? 


the  same  because  they  both  use  that  one  premiss. 
They  may  have  the  same  minor  premiss  and  a different 
major  premiss,  and  so  come  to  different  conclusions. 

11.822.  One  of  them,  in  your  judgment,  leads  with 
certainty  to  progression,  and  the  other  is  a matter  of 
opinion  ? — That  is  so. 

11.823.  Therefore  you  do  feel  that  on  the  question 
of  diminishing  utility,  it  can  be  based  on  different 
principles.  You  prefer  the  one  that  is  sure,  that 
is,  the  one  of  least  aggregate  sacrifice? — I say,  if  your 
first  principle  is  the  least  aggregate  sacrifice,  then 
with  the  law  of  diminishing  utility  you  get  directly 
to  progressive  taxation.  But  if  your  first  principle 
is  equal  sacrifice  it  is  a nice  question;  it  depends 
on  the  particular  rate  of  diminishing  utility,  which 
nobody  knows  much  about. 

11.824.  Suppose  this  Commission  is  quite  convinced, 
without  any  knowledge  why,  that  progressive  taxation 
is  right,  can  you  suggest  anything  for  their  guidance 
now  in  this  distinction?  I am  anxious  to  see  if  there 
is  really  anything  that  we  ought  to  take  serious 
notice  of  in  this  distinction,  provided  we  have  already 
made  up  our  minds  that  a certain  degree  of  pro- 
gression is  correct? — I think,  if  you  are  determined 
to  have  progression,  then  a very  safe  formula  is  equal 
taxation,  it  is  free  from  the  abuse  of  the  other  kind. 
Minimum  sacrifice  is,  of  course,  a very  dangerous 
principle. 

11.825.  You  would  agree  that  that  leads  to  a more 
dangerous  kind  of  taxation f Yes,  it  leads  to  a more 
dangerous  taxation,  becaur . theoretically  you  should 
raise  the  whole  of  the  revenue  from  the  richest  people 
and  leave  the  others  untouched,  which  of  course  would 
be  most  impolitic  and  dangerous  practice. 

11.826.  Mr.  Holland-Martin . In  saying  that  you 
would  limit  exemption  on  the  ground  of  saving  to 
lower  incomes,  have  you  any  idea  at  what  income  you 
would  cease  to  give  that  exemption? — No,  I am  afraid 
I would  have  to  leave  it  to  your  wisdom  to  point  that 
out. 

11.827.  Mr.  Pretyman:  This  is  a most  interesting 
paper,  but  do  you  not  think  it  is  rather  important, 
from  the  point  of  view  of  the  success  of  a tax,  that 
everyone  who  h'as  to  pay  the  tax  should  thoroughly 
understand  the  principles  on  which  it  is  levied?  Is 
there  any  simple  way  in  which  this  mathematical 
formula  could  be  explained  to  the  public? — With  re- 
gard to  the  first  part  of  the  question,  no,  I do  not 
think  that  it  is  so  important  to  give  the  grounds  of 
the  arrangement;  because  you  can  always  give  an 
arithmetical  schedule  which  will  tell  the  ordinary 
public  what  they  have  to  pay.  You  need  not  give 
them  the  underlying  formula  by  which  you  have 
arrived  at  those  figures. 

11.828.  You  merely  give  them  a statement  as  to 
what  they  have  to  pay? — Yes.  I do  not  think  you 
could  make  the  formula  which  I suggest  more  simple. 
It  is  simply  raising  a quantity  to  a power.  There  is 
nothing  more  simple.  It  is  a case  of  involution. 

11.829.  Do  not  people  like  to  know,  not  only  what 
they  have  to  pay,  but  why  they  have  to  pay  it? — 
No,  the  principal  thing  is  that  they  should  know  what 
they  have  to  pay. 

11.830.  Does  not  an  Englishman  like  to  know  why 
he  has  to  pay  a thing,  as  well  as  what  he  has  got  to 
pay?  Is  he  not  rather  difficult  if  he  does  not  know 
why? — Well,  even  if  he  knew  the  formula,  he  would 
not  know  those  deeper  reasons  which  Dr.  Stamp  has 
touched  upon — why  it  bulges  here  and  lets  hdm  off. 
there.  That  is  what  he  would  want  but  cannot  hope 
to  get. 

11.831.  You  would  not  suggest  any  way  in  which, 
if  some  curve  of  this  kind  were  adopted,  it  could  be 
explained  to  the  public  in  a way  which  would  be 
simple  to  understand? — I think  it  might  facilitate 
the  use  of  a formula  to  say  that  it  depended  upon  a 
single  adjustment,  or  at  least  one  of  two  adjustments, 
or  screws,  as  I say,  because  then,  when  there  was  a 
debate  as  to  whether  the  tax  should  be  tightened 
or  loosened,  it  would  all  turn  upon  that  one  con- 
sideration : shall  we  increase  the  power,  or  the  index 
as  I may  call  it,  or  not?  Whereas  when  you  have 
some  twenty  constants,  a regular  litter  of  constants, 
as  we  have  in  effect,  and  as  the  Australians  with  all 
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their  mathematical  science  have  in  their  tax,  it  does 
not  come  to  so  clear  an  issue.  But  that  is  the  only 
explanation  which  I should  propose. 

11.832.  But  does  not  the  virtual  decision  of  the 
method  and  scope  of  the  tax  lie  with  the  electors  of 
the  country? — Yes. 

11.833.  And  is  it  not  necessary  to  be  able  to  ex- 
plain to  the  electors  from  a platform  the  principle  on 
which  you  are  going  to  tax  them,  when  you  ask  for 
their  approval? — It  is  desirable,  certainly. 

11.834.  If  you  had  to  talk  to  the  electors  of  this 
country  about  indexes  and  constants — I should  be 
rather  shy  of  talking  to  my  constituents  about  that, 
and  hoping  to  get  their  votes  upon  it? — You  could 
introduce  into  your  electioneering  address  a sum- 
mary of  some  text  book  on  arithmetic,  describing 
what  involution  means.  Involution  is  raising  to  a 
power.* 

11.835.  Sir  W.  Trower:  Is  not  the  real  difference 
between  earned  and  unearned  income,  the  fact  that 
man  is  a wasting  asset,  and  that  his  powers  of  earn- 
ing money  are  short ; he  has  to  provide  for  the 
future? — Yes,  I think  many  of  the  difficulties  follow 
from  that;  for  instance,  his  having  to  provide  for  the 
future,  as  you  say. 

11.836.  That  is  the  main  reason? — Yes,  I think 
that  is  the  main  reason. 

11.837.  Mr.  Marks : Mr.  Pretyman  asked  you  just 
now  whether  you  did  not  think  it  necessary  to  ex- 
plain to  the  public  the  basis  of  the  formula  of  taxa- 
tion which  was  to  be  applied  to  them,  and  you  did 
not  think  it  was  necessary.  But  do  you  not  think  it 
is  necessary  to  explain  it  to  the  Commission? — I 
have  done  so,  in  writing. 

11.838.  It  is  a little  difficult,  some  of  it? — I am 
sorry. 

11.839.  May  I ask  you  one  or  two  questions,  at 
any  rate,  to  elucidate  it  a little  in  my  own  mind?  I 
imagine  that  you  have  in  your  mind  a particular 
scheme  of  taxation,  and  you  set  down  in  algebraic 
form  formulae  which  will  express  that  scheme? — Yes. 

11.840.  Which  of  those  two  equations  do  you  think 
expresses  the  better  scheme? — You  mean  the  two 
formulae  that  I suggest.  I was  not  so  very  certain 
about  that.  I was  disposed  to  think,  for  one  portion 
of  income,  the  earlier  part,  the  one  suggested  by 
Professor  Cassel,  would  be  the  best ; and  for  the  latter 
part,  the  one  which  I myself  propose,  involving  the 
indices,  to  which  some  people  object.  As  this  would 
only  fall  upon  people  in  the  better  way  of  life,  and 
of  more  education,  and  so  on,  it  might  be  hoped 
that  the  grievance  would  not  be  very  great,  as  they 
would  be  qualified  to  interpret  the  formula,  while 
Cassel’s  formula  would  require  only  ordinary  arith- 
metic, the  ordinary  processes  of  addition  and  sub- 
traction, the  latter  very  much  required  in  taxation. 

11.841.  Taking  the  first  formula,  where  the  tax  is 

y,  and  it  is  equal  to  where  x is  the  taxable 

income  above  the  minimum  exemption,  what  is  r; 
is  that  the  rate  of  tax? — Yes. 

11.842.  And  M would  be  a constant  which  might 
be  varied? — Yes. 

11.843.  And  in  this  particular  formula,  it  is  the 
minimum  of  exemption? — No.  Throughout,  I sup- 
pose the  exemption  to  be  subtracted  before  the  levy 
on  taxable  income.  That  is  rather  what  I had  in 
view  in  some  answers.  It  seems  to  be  very  convenient 
to  have  nothing  to  do  but  to  apply  the  scale  to  a 
taxable  income. 

11.844.  So  that  M + x is  the  total  income? — No, 
I did  not  say  that  M was  the  exemption.  M is  the 
constant  introduced  for  a different  purpose,  which 
I will  mention  if  you  like.  M is  the  constant  to 
make  the  thing  work,  x is  the  taxable  inoome, 
meaning  by  that  the  income  above  the  exempted 

* Professor  Edgeworth  desires  to  add  that  the  interpretation 
of  his  formula  might  be  facilitated  by  a consideration  of  the 
examples  given  in  the  article  referred  to  in  his  evidence-in-chief 
(Economic  Journal,  June  1919,  pp.  144-6). 


minimum.  The  exempted  minimum  is  exempted  on 
various  grounds.  That  is  necessary  for  the  humblest 
necessaries  of  life,  or  because  people  have  children, 
or  for  other  reasons  which  I suggest. 

11.845.  Your  constant  M has  no  reference  to  the 
exemption  minimum? — No. 

11.846.  I did  ask  you,  did  I not,  if  r was  the  rate 
of  tax? — Yes.  Might  I go  back,  upon  that  last 
question.  My  formula  is  derived  from  Professor 
(Jassel,  and  in  his  version  of  the  matter,  M has  some 
relation  to  the  exempted  minimum,  which  varies. 
Just  to  avoid  being  misunderstood,  1 should  like  to 
say  that.  But  mine  is  a simplified  constant,  and  M 
does  not  stand  for  any  minimum  there. 

11.847.  That  formula  would  give  a gradually  in- 
creasing exemption  limit,  would  it  not? — Professor 
Cassel’s  original  formula  would,  but  I do  not  here 
use  M in  connection  with  the  exemption  limit  at 
all;  I use  it  as  a mere  constant.  I suppose  the 
exemption  to  have  taken  place.  I have  x to  operate 
upon,  and  that  is  how  I treat  x ; that  is  all  1 can 
say;  and  M I would  adopt  on  collective  wisdom  such 
as  we  have  here.* 

11.848.  Dr.  Stamp:  M is  part  of  x,  is  it  not? — It 
is  part  of  the  formula. 

11.849.  It  is  not  necessarily  the  minimum  part? — 
No,  there  is  no  minimum.  The  minimum  of  x is 
nothing,  but  I admit  that  this  is  not  Cassel’s  con- 
struction. 

11.850.  Could  you  not  throw  your  differentiation 
into  M by  making  M half  as  large  again  where  it 
was  earned  income,  or  something  of  that  kind? — 
Something  of  that  kind  might  be  done ; but  the  effect 
might  also  be  produced  by  varying  the  exempted 
minimum. 

11.851.  Mr.  Marks:  Then  in  the  second  formula, 
x is  the  same,  is  it  not? — Yes. 

11.852.  Could  you  give  us  any  idea  how  you  deter- 
mine a and  /3,  or  on  what  principles  they  would  be 
determined? — I think  by  selecting  some  points  at 
which  certain  amounts  of  Income  Tax  were  thought 
to  be  just.  Supposing  you  had  four  constants  at 
your  disposal,  I would  take  four  points,  probably  at 
wide  intervals;  one  corresponding  to  a very  big 
income,  and  two  others  in  between,  and  the  other 
near  the  taxable  limit,  and  then  I would  determine 
the  constants  so  that  the  formula  should  fit  exactly 
at  those  points.  The  taxation  at  those  points  being 
just,  the  graduation  between  them  would  probably 
be  fair. 

11.853.  Supposing  we  were  to  try  to  put  into  words 
what  your  formulae  express,  in  what  particular  form 
would  you  express  them?  Is  it  a proportion,  say,  of 
the  first  £500,  and  then  another  proportion  of  the 
second  £500,  or  some  other  amount  of  income,  a 
superimposed  tax  in  the  form  of  a Super-tax ; or 
how  does  it  work  out? — I do  not  propose  to  say  more 
than  that  it  is  a mathematical  formula  or  function 
expressing  the  dependence  of  one  quantity  upon 
another,  in  a very  simple  way,  certainly,  but  not 
quite  so  simple  as  elementary  arithmetic,  as  that 
does  not  lend  itself  to  the  requirements  of  the  proper 
expressions. 

11.854.  Mr.  Mackinder:  Are  you  proposing  that 
that  formula  should  go  into  the  Act  of  Parliament? — 
I think  there  is  no  objection  to  that,  considering 
that  in  Australia  they  have  a parabola  of  four  or 
five  dimensions. 

11.855.  Mr.  Marks:  It  is  quite  true  that  our 
attention  has  been  called  to  that  Australian  formula — 
in  order  that  it  might  be  condemned.  Do  I take  it 
that  you  would  rather  not  express  in  words  what  this 
mathematical  expression  implies? — I think  to  do  so 
would  be  to  open  myself  to  a remark  which  Tod- 
hunter  made,  commenting  on  Laplace.  Instead  of 
employing  the  usual  symbols  to  express  involution 
and  differentiation,  Laplace  sometimes,  in  a philo- 
sophic essay  meant  for  the  general  reader,  gives  a 
description  of  these  processes  which  takes  about  five 
lines  and  does  not  make  the  meaning  any  clearer. 

11.856.  Chairman:  That  concludes  our  examination, 
and  we  are  very  much  obliged  to  you  for  the  trouble 


* In  a subsequent  communication  the  witness  referred  to  the 
Economic  Journal,  June,  1919,  p.  141,  as  explaining  the  relation  of 
his  formula  to  that  of  Professor  Cassel. 
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you  have  taken  in  getting  up  this  paper.  It  is  a very 
learned  one.  I am  certain  that  if  all  the  witnesses 
who  came  here  had  the  capacity  to  present  papers  like 
this,  I should  have  been  only  a month  Chairman  of 
this  Commission.  I think  we  ought  to  put  this  into 
the  Report,  so  that  it  can  go  before  the  Members  of 
Parliament;  because  there  is  nothing  more  likely  to 
prevent  criticism  upon  us  than  Members  of  Parlia- 
ment having  to  read  this  document? — I am  very  glad 
to  act  as  a lightning  conductor. 

11,857.  Mr.  Marks:  May  I,  with  permission,  ask 


one  more  question  before  you  go?  Could  you  define 
for  the  Commission  “least  aggregate  sacrifice”? 

11.858.  Chairman:  Will  you  think  over  it,  Pro- 
fessor, and  send  it  to  us? — Very  well.* 

11.859.  Mr.  Mackinder : But  do  not  define  it  by  a 
formula. 

11.860.  Mr.  Marks : May  I say  how  very  much 
obliged  I am  personally  to  Professor  Edgeworth  for 
all  the  references  which  he  has  given  in  his  paper, 
which  are  extremely  valuable  and  interesting? — Thank 
you. 


Mr.  Sidney  Young,  O.B.] 

The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Evidence-in-chief  of  Mr.  Sidney  Young,  Chairman  of 
the  British  and  Argentine  Meat  Company, 
Limited. 

11.861.  1 attach  copy  of  letter,  dated  22nd  Septem- 
ber, 1915,  addressed  to  the  President  of  the  Board  of 
Trade,  together  with  another  letter  written  else- 
where bearing  on  the  same  subject,  and  also  notes 
of  my  evidence  before  the  Inter-departmental  Com- 
mittee on  Meat  Supplies,  part  of  which  has  reference 
to  the  taxation  of  British  companies. 

11.862.  (1)  My  company  is  engaged  in  the  importa- 
tion of  meat  from  the  Argentine  Republic.  There 
are  at  the  present  time  eight  companies  engaged  in 
this  business,  two  of  which  are  purely  British,  viz.,  my 
own  company  and  the  Smithfield  and  Argentine  Meat 
Company,  Limited;  one  is  an  Argentine  company, 
four  are  American  companies,  and  one  is  owned  by 
Vestey  Brothers,  Limited,  who  felt  themselves  obligea 
to  leave  this  country  to  avoid  the  payment  of  British 
taxation  which  was  not  incurred  by  their  compe- 
titors. 

11.863.  (2)  For  some  years  the  trading  in  meat  from 
the  River  Plate  was  in  the  hands  of  Argentine  and 
British  companies,  but  some  years  ago  the  Americans 
commenced  business  in  the  Argentine  by  buying  up 
some  of  the  existing  factories,  since  when  they  have 
built  further  works,  and  are  now  shipping  from  the 
River  Plate  about  70  per  cent,  of  the  meat  exports. 
The  principle  they  have  worked  upon  has  been  to  run 
their  business  by  means  of  local  companies  registered 
in  the  Argentine  and  Uruguay,  and  in  this  country 
they  have  small  limited  liability  companies  who  deal 
with  the  sale  of  the  goods.  All  the  companies  are 
engaged  in  a similar  business,  but  the  whole  of  them, 
with  the  exception  of  the  Smithfield  and  Argentine 
Meat  Company  and  my  own  company,  can  escape  a 
large  portion  of  British  taxation,  both  in  the  form 
of  Income  Tax  and  Excess  Profits  Duty.  It  is,  of 
course,  very  difficult  for  the  Commissioners  of  Income 
Tax  to  ascertain  the  profit  of  foreign  companies  who 
import  meat  into  this  country,  as  it  is  perfectly 
easy  for  those  companies  to  invoice  the  meat  at  such 
a price  as  will  shqw  little,  if  any,  profit  on  the  goods 
disposed  of  in  Great  Britain. 

11.864.  (3)  My  evidence  is  being  given  on  behalf  of 
the  Smithfield  and  Argentine  Meat  Company  and 
my  own  company  only,  and  I may  say  that  neither 
of  us  fear  fair  competition,  but  if  we  have  to  pay 
more  in  taxation  than  our  foreign  competitors  it 
will  be  very  difficult  for  us  to  compete  with  them  and 
keep  going. 

11.865.  (4)  I quite  appreciate  the  difficulties  there 
are  in  certain  businesses  in  collecting  British  taxa- 
tion from  foreign  companies  who  export  goods  to  this 
country,  but  in  my  particular  trade,  for  which  alone 
I am  competent  to  speak,  the  matter  appears  to  be 
comparatively  easy.  We  all  do  a similar  class  of 
business,  and  I would  suggest,  therefore,  that  it  would 
be  quite  practicable  to  charge  the  foreign  companies 
on  the  basis  of  the  turnover  of  meat  and  by-produots 
sold  in  this  country.  The  turnovers  of  the  British 
companies  on  goods  sold  in  this  country  can  be  quite 
easily  arrived  at,  and  the  profits  made,  and  the 
Assessors  could  work  out  the  foreign  companies’ 
profits  and  turnovers  and  so  arrive  at  their  proportion 
of  taxation. 

.11,866.  (5)  This  country  is  very  dependent  on  the 
River  Plate  for  supplies,  as  it  would  be  quite  im- 


!.,  called  and  examined. 

possible  to  obtain  from  British  Possessions  anything 
like  the  quantity  of  meat  required,  and  outside  the 
Argentine  there  are  very  few  countries  that  export 
any  quantity  of  meat  worth  mentioning.  My  own 
personal  feeling  is  that,  putting  on  one  side  the  in- 
terests of  the  British  companies  themselves,  it  is 
very  necessary  from  a national  point  of  view  that  the 
British  companies  should  be  kept  alive,  but  this  can 
only  be  done  if  the  basis  of  their  taxation  is  on 
similar  lines  to  their  foreign  competitors.  The  only 
alternative  for  the  British  companies  is  to  act  in  the 
way  Vestey ’s  did,  which  was  to  remove  the  head- 
quarters of  their  business  from  this  country  and 
direct  it  from  elsewhere.  This  is  a step  that  I 
would  not  advocate,  but  it  appears  to  me  that  as 
long  as  we  are  subject  to  unequal  taxation  as  com- 
pared with  our  competitors  it  is  the  only  course  to 
adopt. 

11,867.  British  and  Argentine  Meat  Company,  Ltd., 
Cecil  House,  Holborn  Viaduct, 

London,  E.C. 

22nd  September,  1915. 

Dear  Sir, 

I feel  that  what  I am  about  to  write  ought  more 
properly  to  be  addressed  to  the  Chancellor  of  the 
Exchequer,  but  I am  taking  the  liberty  of  writing 
to  you,  as  I feel  sure  that  you,  having  had  the 
subject  brought  prominently  before  you  recently, 
will  recognize  the  merits  of  my  contention  better 
than  the  Chancellor,  and  I would  ask  you,  if  you 
agree  with  what  1 say,  whether  you  would  be 
kind  enough  to  submit  my  remarks  to  the 
Chancellor. 

In  his  Budget  Statement,  put  before  the  House 
of  Commons  yesterday,  the  Chancellor  of  the  Ex- 
chequer proposes  on  certain  lines  to  tax  War 
Profits,  by  which  he  means  profits  made  during 
the  war  over  and  above  what  have  been  made  in 
normal  times,  and  while  I,  speaking  for  my  co- 
directors in  the  above  company,  perfectly  agree 
with  the  principle  of  this  tax,  provided  it  is  borne 
by  all,  I would  respectfully  submit  to  you  that 
in  the  case  of  the  Argentine  Meat  Companies, 
there  are  only  two  companies,  viz.,  my  own  com- 
pany and  the  Smithfield  and  Argentine  Meat 
Company,  which  will  contribute  to  this  tax, 
and  we,  between  us,  only  bring  about  one- 
quarter  of  the  total  quantity  of  meat  that  is 
brought  from  the  Argentine  to  this  country, 
the  other  three-quarters  being  brought  over  by 
foreign  companies;  and  although  the  Chancellor 
stated  that  the  tax  would  be  payable  not  only  by 
people  established  in  England  but  by  agencies 
handling  business  done  in  England,  I do  not  see 
how  he  will  be  able  to  get  at  and  tax  the  profits 
made  by  the  foreign  corporations  that  bring  the 
other  75  per  cent,  of  Argentine  meat  to  this 
country  any  more  than  I believe  he  has  been  able 
to  make  them  pay  Income  Tax  in  past  years. 
Most  of  the  foreign  companies  that  bring  this 
meat  over  are  nominally  Argentine  companies 
registered  in  Buenos  Aires,  owned  in  Chicago, 
and  with  a small  English  registered  company  to 
handle  the  business  on  this  side.  It  is  perfectly 
easy  for  the  Argentine  company  to  invoice  up  to 
the  English  agency  company  the  shipments  that 

* The  witness  subsequently  submitted  that  he  did  not  feel  able 
in  a short  statement  to  express  the  matter  more  clearly  than  it 
had  been  expressed  by  Dr.  Marshall  in  the  passage  which  the 
witness  had  quoted  in  his  evidence-in-chief.  See  paragraph  11786. 
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they  make  at  a very  much  higher  price  than  they 
actually  cost.  By  this  means  they  escape  both 
Income  Tax  and  any  tax  in  the  nature  of  the  War 
Profit  Tax  now  suggested  by  the  Chancellor.  . . . 

Again,  look  at  it  from  another  point  of  view. 
Most  of  the  profits  that  we  have  earned  have  been 
earned  on  contracts  made  with  His  Majesty’s 
Government  at  a price  that  was  fixed  after  a 
certain  amount  of  bargaining.  Now  if  the  pro- 
fits that  we  make  on  these  contracts,  which  were 
entered  into  in  the  ordinary  way  of  business, 
are  going  to  be  taxed,  it  simply  means  that  the 
price  that  was  arranged  is  not  the  price  that  the 
shareholders  in  my  company  are  going  to  get, 
although  it  is  the  price  that  the  shareholders  in 
the  companies  with  which  we  are  in  competition 
will  receive. 

Please  do  not  think  that  I am  raising  objec- 
tions to  the  tax  itself.  I think  it  is  a perfectly 
just  one,  provided  it  is  borne  equally  by  all 
competitors  in  any  particular  trade.  . . . 

It  has  for  a long  time  been  a very  serious 
thing  for  us  that  out  of  our  profits  we  have  had 
to  bear  a heavy  Income  Tax,  whereas  our  com- 
petitors, I believe,  have  paid  little  or  no  such 
tax,  but  if  the  suggested  legislation  is  carried 
through  there  is  only  one  end  that  I can  see. 

If  you  or  the  Chancellor  would  like  to  have 
any  further  information  which  it  is  in  my  power 
to  give,  I am  at  your  disposal  any  time  you  like 
to  name. 

I remain,  Sir, 

Your  obedient  Servant, 
British  and  Argentine  Meat  Co.,  Ltd., 
(Sgd.)  S.  Young, 

Managing  Director. 

The  President, 

The  Board  of  Trade, 

Whitehall, 

London,  S.W. 


11,368.  Cecil  House,  Holborn  Viaduct, 

London,  E.C. 

21st  October,  1915. 

Dear  Sir, 

With  reference  to  the  letter  that  I sent  to  the 
President  of  the  Board  of  Trade  relative  to  the 
Excess  Profits  Tax,  although  I have  not  seen 
Mr.  Bunciman  since  1 wrote  that  letter  I have 
had  conversations  with  several  people  about  it, 
and  while  they  nearly  all  sympathize  with  the 
position  we  are  in,  they  do  not  see  that  we  shall 
get  very  much  relief.  I presume  that  this  re- 
flects the  opinion  of  those  in  authority.  They 
generally  say  to  me:  “ Well,  how  can  you  remedy 
it  ”?  The  reply  that  I should  have  made  had  I 
been  asked  this  question  by  either  the  President 
of  the  Board  of  Trade  or  the  Chancellor  of  the 
Exchequer  is  that,  without  bringing  in  the 
Tariff  Reform  controversy,  it  is  quite  simple  to 
tax  all  foreign  corporations  and  foreign  agencies 
in  this  country  on  the  volume  of  their  business 
instead  of  on  the  results.  The  same  that  other 
countries  do,  including  the  Argentine.  There  we 
are  assessed  at  a certain  annual  turnover,  and 
have  to  pay  a tax  of  about  a half  per  cent.,  and 
I think  the  only  business-like  solution  in  this 
country  to  put  English  companies  like  ourselves 
on  the  same  terms  as  foreign  competitors  is  to 
make  them  pay  a percentage  tax  on  the  volume  of 
their  business,  made  up  more  or  less  on  the  same 
lines  as  the  tax  we  shall  have  to  pay.  Say,  for 
the  sake  of  argument,  that  we  had  to  pay 
£100,000  on  a turnover  of  £5,000,000  (which  is  2 
per  cent.)  then  any  foreign  corporation  that  had 
a turnover  of  £20,000,000  sterling  would  have  to 
pay  a tax  of  £400,000. 

I made  this  suggestion  to  a man  the  other  day 
and  he  thought  it  was  a very  good  idea  and  that 
I ought  to  put  it  forward  in  the  proper  quarter. 
At  the  present  juncture  I am  afraid  I should  find 
it  very  difficult  to  do  this,  and  I wondered,  there- 
fore, whether  if  you  approved  of  the  idea  von 
would  care  to  make  the  suggestion  to  Mr. 


McKenna.  If  you  would,  I would  give  you  any 
further  information  I could  about  the  taxes 
paid  in  the  Argentine,  and  I believe  Russia  and 
other  countries  do  exactly  the  same  thing. 

Yours  faithfully, 

(Sgd.)  S.  Young. 

11.869.  Extracts  from  Minutes  of  Evidence  of 
Mr.  S.  Young,  O.B.E.,  before  the  Inter-depart- 
mental Committee  on  Meat  Supplies. 

(Q.)  Your  idea  was  to  base  the  taxation  of  the 
Company  on  their  turnover? — (A.)  Yes. 

(Q.)  Would  that  be  easy  to  do  fairly? — (A.)  I should 
have  thought  so,  but  I know  that  Mr.  Sowrey  has  had 
some  difficulties  about  it  because  he  has  been  to  me 
about  it. 

( Q .)  Your  idea  is  to  find  out  what  an  English  firm 
had  to  pay  in  Income  Tax,  then  find  out  what  their 
turnover  was  and  then  strike  out  a percentage  on  the 
turnover  and  make  the  same  percentage  apply  to  the 
American? — (A.)  That  has  been  my  idea  all  the  way 
through. 

(Q.)  You  do  not  think  there  would  bo  any  difficulty 
in  that? — (A.)  I do  not  think  there  ought  to  be.  1 
know  there  have  been  difficulties. 

(Q.)  What  do  you  suppose  the  American  would  do  if 
we  proceeded  to  carry  that  out? — (A.)  I suppose  he 
would  pay. 

( Q .)  Pay  and  go  on? — (A.)  I think  so.  I do  not 
flatter  myself  that  we  work  our  business  any  better 
or  cheaper  than  the  Americans  and  if  we  can  make  a 
profit  on  a given  turnover  they  can  do  the  same. 
Whether  they  do  it  or  not  is  another  thing. 

Mr.  Sowrey:  Would  that  apply  to  firms  like  Jacob 
Dowell  and  Sansinena? — (A.)  It  would  apply  to 
Sansinena. 

( Q .)  Would  you  suggest  the  same  percentage  for 
the  small  as  well  as  the  large  ones? — (A.)  Sansinena 
is  not  a small  one. 

( Q .)  Take  Dowell’s  or  even  Morris.  Do  you  suggest 
the  same  percentage  of  turnover  for  those  such  as 
Armour  and  Swift? — (A.)  When  you  speak  of  Morris 
do  you  include  La  Blanca?  They  own  half  La  Blanca. 
They  are  not  a small  concern  if  you  include  La 
Blanca. 

(Q.)  Take  Dowell’s? — (A.)  I do  not  know  about 
them. 

(Q.)  If  they  are  small,  do  you  suggest  the  same 
percentage  for  a small  one  as  for  a large  one? — 
(A.)  Possibly  not.  I do  not  think  they  could  work  as 
cheaply.  The  ratio  of  expenses  to  turnover  would  be 
large. 

(Q.)  If  you  had  to  vary  according  to  the  size  of  the 
concern  it  would  be  more  difficult  to  carry  out? — 
(A.)  I think  it  would. 

(Q.)  Do  you  think  it  would  raise  the  prices? — (A.)  I 
do  not  think  so.  After  all  you  are  only  asking  them 
to  pay  a certain  proportion  of  that  profit  in  the  same 
way  that  British  companies  do. 

****** 

11.870.  ( Q .)  Then  another  point,  have  you  given  any 
consideration  to  the  question  of  what  the  position  is 
qua  taxation  of  a British  company  operating  here,  I 
mean  to  say  selling  here,  which  is  engaged  in  the  pro- 
duction of  beef  and  mutton  in  the  Overseas  Dominions 
as  to  taxation? — (A.)  I know  what  the  position  is 
there. 

_((?•)  Do  companies  which  operate  in  Australia  and 
New  Zealand  suffer  less  or  more  from  taxation  than 
you  do? — (A.)  I do  not  know  what  the  equivalent  of 
excess  profit  taxes  in  the  Colonies  is. 

( Q ■)  Do  you  know  that  they  have  excess  profits 
there?— (A.)  1 did  not  even  know  that.  I do  not  do 
any  business  in  the  Colonies,  but  of  course  I have 
rather  eliminated  that.  I have  thought  about  it,  but 
I am  comparing  my  Company  and  the  profits  it  makes 
with  the  Foreign  companies  in  exactly  the  same  class 
of  business.  If  you  get  to  the  Colonies  you  are  on 
rather  a different  basis.  It  is  very  difficult  to  com- 
pare them. 

((?.)  I just  wanted  to  know  whether  you  had  con- 
sidered that  aspect  of  the  question.  It  certainly  has 
to  be  thought  of  ? — (A.)  I agree  with  you  that  it  has. 

((J.)  Assuming  that  you  could  apply 'the  principle  of 
a tax  on  turnover  to  companies  engaged  in  the  meat 
trade  you  would  presumably  have  to  apply  it  equally 
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to  companies  engaged  in  other  things  than  meat  or  is 
there  anything  else  than  refrigerated  meat? — (A.)  1 
do  not  think  there  is.  My  suggestion  is  that  you 
should  tax  Foreign  companies  which  have  only 
agencies  or  small  English  limited  companies  here  as 
their  selling  agents,  and  that  you  should  tax  them 
on  the  basis  of  their  turnover.  1 should  leave  the 
basis  of  taxation  for  any  British  firms  or  companies 
exactly  as  it  is. 

( Q .)  You  would  apply  the  principle  to  all  com- 
modities, not  only  to  meat? — (A.)  I think  so,  because 
I think  it  is  the  only  way  to  get  it,  whether  it  is  meat 
or  anything  else. 

****** 

11.871.  (Q.)  Then  in  dealing  with  the  subject  of 
Income  Tax,  there  was  some  question  as  to  how  low 
down  in  the  scale  of  the  size  of  the  oompany  such  an 
arrangement  as  that  which  has  been  suggested  could 
be  fairly  applied.  I suppose  there  is  a figure  below 
which  it  might  not  be  reasonable,  but  equally  there 
is  a figure  to  which  it  might  apply  as  well  as  to  the 
turnover  of  your  company? — (A.)  I think  so. 

( Q .)  What  was  the  turnover  of  your  company,  can 
you  give  that? — (1.)  About  £15,T)00,000. 

( Q It  might  apply  fairly  to  a company  having 
a turnover  of  £1,000,000,  but  if  it  got  below  that  it 
might  perhaps  be  unreasonable  then? — (A.)  Yes,  1 
should  think  it  would  probably  have  to  be  adjusted 
before  it  got  to  £1,000,000.  I do  not  know. 

( Q .)  Say  £500,000? — (A.)  Quite  so. 

( Q .)  But  there  is  a stage  to  which  it  would  apply 
with  a degree  of  equality? — (A.)  Certainly. 

(Q.)  And  that  is  a pretty  wide  range? — (A.)  A very 
wide  range  I should  think. 

****** 

11.872.  (Q.)  In  matters  of  local  taxation? — (A.) 
Local  taxation,  there  is  one  outside  of  Swifts;  I 
should  think  all  the  other  companies  are  on  the  same 
basis.  They  get  a special  concession  which  frees  them 
from  certain  taxes  in  perpetuity,  and  the  Argentine 
Government  are  at  the  present  time  fighting  them 
about  it. 

(Q.)  So  that  apart  from  that  you  are  all  on  equal 
terms? — (A.)  I think  so  with  that  exception.  I think 
they  will  put  them  on  the  same  basis. 

****** 

11.873.  ( Q .)  I think  the  American  companies  are 
exempt  from  taxation  in  the  United  States  in  respect 
of  profits  made  in  these  companies  outside  the  United 
States,  if  the  profits  are  not  taken  into  the  United 
States? — (A.)  I believe  that  is  right. 

(Q.)  Is  it  the  practice  of  American  companies  to 
re-invest  the  profits  made  in  the  Plate  in  the  extension 
of  the  works,  or  in  the  erection  of  new  works,  and  by 
that  means  retain  the  profits  in  employment  without 
being  subject  to  taxation? — (A.)  It  is  to  a very  large 
extent.  For  instance,  Armours  for  the  year  1917 
made  a profit,  I think  I am  right  in  saying,  of 
3,000,000  dollars,  and  they  paid  no  dividend  at  all. 
They  simply  used  it  for  developing  in  the  Aigentine. 
Some  of  the  others  have  paid  dividends,  but  I mention 
that  as  the  most  glaring  case. 

(Q.)  Are  they  accustomed  to  water  their  capital 
from- time  to  time? — (A.)  Yes,  they  have  watered  their 
capital  because  they  have  increased — I will  not  say 
watered  it  exactly — they  have  increased  it  without 
bringing  fresh  money  into  the  business. 

(^).)  That  is  increased  by  means  of  these  undivided 
profits,  as  it  were? — (A.)  Yes. 

(Q.)  That  of  course  is  a process  of  avoiding  taxa- 
tion. 

The  Chairman:  Do  you  mean  that  they  have  issued 
new  shares  to  the  existing  owners? — (A.)  Yes,  they 
have  used  the  profit  for — 

(Q.)  Increasing  the  capital? — (A.)  Yes.  You  may 
call  it  paying  a dividend  in  shares  if  you  like.  I do 
not  think  they  have  actually  done  that,  but  I think 
they  have  transferred  the  profit  to  capital  account 
and  divided  it  up  pro  rata. 

Sir  Thomas  Bobinson:  That  is  a means  of  avoiding 
taxation  which  is  not  possible  for  British  companies? 
— (A.)  Quite  so. 


(Q.)  It  was  suggested  by  Sir  W.  Vestey,  when  he 
was  giving  us  some  information  the  other  day,  that 
as  a means  of  preventing  dumping,  and  checking  any 
attempt  on  the  part  of  the  Americans  to  dump  goods 
into  this  country,  when  they  were  found  to  be  under- 
selling or  selling  below  what  other  people  would  regard 
as  cost,  that  a duty  of  Id.  per  lb.  should  be  imposed 
upon  all  their  imports.  Do  you  think  that  is  a 
practical  way  by  which  dumping  could  be  prevented? 
— (A.)  It  does  not  sound  possible  off-hand.  I should 
not  think  it  workable. 

( Q .)  Suppose  such  a penalty  were  put  upon  that 
meat,  then  the  Americans  would  be  at  a disadvantage 
as  compared  with  the  British  companies  of  Id.  a lb.? 
— (A.)  They  would. 

( Q .)  That  might  prompt  them  to  raise  their  price, 
or  on  the  other  hand  they  might  be  content  to 
shoulder  additional  loss  and  continue  the  practice  of 
selling  at  a lower  figure? — (A.)  It  might  be. 

****** 

11.874.  (Q.)  I was  trying  to  get  at  what  you  would 
rather  have? — (A.)  The  alteration  of  the  Income 
Tax? 

( Q ■)  Yes. — (A.)  I simply  put  that  in,  I think  it  is 
what  we  are  entitled  to.  I think  we  are  entitled  to 
say  that  a competitor  doing  the  same  class  of  business 
should  pay  the  same  taxation. 

(Q.)  If  you  got  that,  would  not — (A.)  It  does  not 
get  over  all  the  difficulties,  it  does  not  get  over  the 
big  resources  that  the  American  companies  have,  and 
that  they  can  at  any  time  come  in  and  put  us  out 
of  the  business. 

****** 

[This  concludes  the  evidence-in-chief .] 

11.875.  Chairman : You  might  give  us  a little  sum- 
mary of  your  paper? — Thank  you,  my  Lord. 

11.876.  Perhaps  you  will  tell  us  what  your  position 
is? — What  do  you  want  me  to  do,  my  Lord?  Do  you 
want  me  to  enlarge  upon  the  statement  I have  sent 
in? 

11.877.  No.  Take  just  a few  points  that  you  con- 
sider important  points  that  you  want  to  fix  on  the 
mind  of  the  Commission  ? — The  chief  point,  to  my 
mind,  is  the  difference  that  is  made  in  the  taxation 
between  foreign  companies,  or  foreign  firms,  and 
British  firms  or  British  companies  doing  the  same 
class  of  business.  I cannot  go  very  much  outside  my 
own  business,  because  do  not  profess  to  be  an 
Income  Tax  expert;  but  in  my  own  business  the  tax- 
ation we  have  to  pay  is  a great  deal  more  than  our 
foreign  competitors,  in  exactly  the  same  business, 
have  to  pay. 

11.878.  Americans? — I am  referring,  of  course,  to 
the  American  firms. 

11.879.  Have  you  had  any  conversation  with  Sir 
William  Vestey? — Yes,  quite  a lot. 

11.880.  You  probably  agree,  do  you  not? — Not 
altogether.  He  was  right  in  principle,  in  a way.  If 
he  had  left  what  he  did  until  the  war  was  over,  and 
then  put  it  forward  that  he  might  have  to  do  it,  I 
think  it  would  have  been  quite  a different  thing.  But 
he  was  very  seriously  handicapped ; as  long  as  he  was 
handicapped  as  he  was  compared  with  the  foreign 
companies,  I think  he  was  bound  to  do  something  of 
that  sort.  From  the  point  of  view  of  the  oompany 
of  which  I am  the  Chairman,  it  seems  to  me  that  un- 
less we  can  get  our  competitors  taxed  on  exactly  the 
same  basis  as  that  on  which  we  are  taxed,  we  may 
have  to  do  something  of  the  same  sort,  or  shut  up 
business.  There  is  only  one  end  to  it. 

11.881.  You  are  referring  to  the  Americans? — Yes. 
For  a great  many  years  now  they  have  made  it  very 
warm  for  us  in  the  way  of  ordinary  competition ; but 
with  the  advantages  of  taxation  in  their  favour,  if  we 
run  our  business  on  exactly  the  same  lines  as  they  do, 
they  are  bound  to  win  in  the  end. 

11.882.  Have  they  tried  to  buy  you  up? — No;  there 
have  been  tentative  proposals,  but  nothing  definite. 
May  I just  correct  what  I have  said?  I said  they 
had  not  tried  to  buy  us  up.  Yes,  some  years  before 
the  war,  there  was  a definite  try,  but,  over  and  above 
that,  there  have  been  tentative  proposals. 

11.883.  Are  they  paramount  throughout  the  world  ? 
— There  is  another  company  in  the  Argentine,  a 
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smaller  one.  I am  speaking  both  for  them  and  my 
own  company  to-day.  I told  them  I was  coming,  and 
they  said  they  were  quite  willing  for  me  to  speak  for 
them  as  well. 

11.884.  Mr.  Marks : Ought  we  not  to  have  the  name 
of  that  company?  Is  that  the  Smithfield  and  Argen- 
tine Meat  Company? — Yes,  Smithfield  and  Argentine. 

11.885.  Chairman:  Where  does  the  great  hardship 
upon  you  come  in? — The  difficulty  is  this.  They  are 
American  companies;  at  least,  they  are  owned  in  the 
States.  They  are  worked  by  means  of  companies 
registered  in  the  Argentine,  and  they  sell  their  pro- 
ducts through  a small  English  company  registered 
over  here.  Now  that  English  company  can  make  any 
profit  they  like  to  show,  or  can  show  any  result  they 
like.  They  can  invoice  their  goods  as  they  like — I 
mean  legitimately ; whereas  with  my  own  company,  we 
are  a British  company,  and  although  we  have  a hold- 
ing company  on  the  other  side,  it  is  a British  company 
too ; and  we  simply  show  the  one  set  of  accounts  for 
the  two  companies.  I mean  there  is  no  juggling  of 
figures  or  anything  of  that  sort.  The  American  com- 
panies can  invoice  to  the  English  company  at  any  cost 
they  like,  and  show  the  profit  in  their  company’s 
accounts  in  Buenos  Aires. 

11.886.  How  can  we  alter  that? — I think  Sir  William 
Vestey’s  suggestion  is  the  best  one;  that  they  should 
be  taxed  on  their  turnover  here.  I made  that  sug- 
gestion when  the  Excess  Profits  Duty  came  out,  and  1 
suggested  to  Mr.  McKenna  that  unless  something  of 
that  sort  were  done  the  Americans  would  get  the  best 
of  us,  and  I think  it  was  inserted  in  the  first  Bill,  the 
Excess  Profits  Duty  Act.  Of  course,  I am  not  techni- 
cal, and  I do  not  pretend  to  understand  the  ramifica- 
tions of  the  Income  Tax  Act;  but  it  seems  to  me,  to 
take  my  own  company  for  instance,  that  as  we  pay  so 
much  Income  Tax  on  a turnover  of  so  much,  it  is  only 
a rule  of  three  sum  to  show  that  the  American  ought 
to  pay  so  much  on  his  turnover. 

11.887.  We  had  Mr.  Luya  here  some  time  ago,  repre- 
senting the  American  companies,  and  he  told  us 
that  they  could  not  give  a balance  sheet  and  could 
not  tell  what  profit  they  made  in  this  country ; 
therefore  the  Inland  Revenue  put  upon  them  a tax 
on  turnover.  What  do  you  think  about  that  state- 
ment— that  there  could  be  no  profit  shown  with  re- 
gard to  all  these  companies  which  were  exporting 
into  this  country ; he  said  they  could  not  tell  what 
profit  was  made  in  this  country? — I think  it  is  only 
a matter  of  accountancy. 

11.888.  Mr.  Mackinder:  What  basis  would  you 
have  to  take,  the  profits  on  what  you  call  produc- 
tion or  the  profits  on  sale? — I think  that  is  a matter 
of  accountancy  only. 

11.889.  Accountancy  has  to  start  with  certain 
figures,  has  it  not? — Certainly;  but,  to  go  back  to 
their  Argentine  business,  which  I know  more  about 
than  the  North  American  business,  they  buy  an 
animal  in  Buenos  Aires ; they  kill  it  and  they  divide 
it  up  and  it  is  only  a matter  of  book-keeping  to  see 
what  profit  is  made  on  every  part  of  that  animal. 
The  bulk  of  that  animal  comes  to  England. 

11.890.  Chairman:  The  Inland  Revenue  have  the 
power  of  putting  the  tax  upon  the  turnover? — Yes. 

11.891.  Supposing  they  put  the  tax  upon  the  turn- 
over of  this  English  company  which  they  have  formed 
here  practically  for  distribution,  that  company  may 
not  show  profits  here,  but  there  would  be  a turnover. 
Now  supposing  that  the  Government  taxed  the  turn- 
over, would  not  that  be  satisfactory? — I think  so, 
provided  it  is  more  or  less  in  the  same  proportion 
in  which  their  British  competitors  pay.  I mean  my 
own  company,  for  instance. 

11.892.  Supposing  they  were  over-taxed,  then  you 
and  the  other  company  would  have  a monopoly  here, 
would  you  not? — I do  not  think  they  would  be  over- 
taxed; I think  they  would  see  to  that. 

11.893.  Mr.  Marks:  Could  you  give  us  any  idea 
what  percentage  of  the  turnover  would  be  a fair 
estimate  of  the  profits  of  these  American  companies 
here?_My  own  company  for  1918  had  a turnover 
of  over  15  million  pounds  sterling,  and  we  showed  a 
net  profit,  after  paying  Excess  Profits  Duty  and 
providing  for  Income  Tax,  of  £400,000  odd.' 

11.894.  Mr  Walker  Clark : But  the  Excess  Profits 
Duty  and  the  Income  Tax  should  be  included.  • 


11.895.  Chairman:  How  much  were  the  Excess 

Profits  Duty  and  Income  Tax? — Please  do  not  tie 
me  down  absolutely  to  these  figures ; I am  speaking 
from  memory.  I should  say  the  gross  profit  was  a 
million  and  a half  on  15  millions;  that  is  10  per 
cent.  That  is  probably  near  enough  for  your 
purposes. 

11.896.  Mr.  Walker  Clark : Yes,  that  is  what  we 
want  to  get  at,  because  we  want  to  get  some  idea 
as  to  what  tax  a turnover  of  that  nature  could  stand. 
On  15  millions  what  tax  could  it  stand  irrespective 
of  all  charges.  Supposing  it  was  an  Inland  Revenue 
tax,  for  instance,  what  do  you  think  it  could  stand 
on  turnover? — Our  taxation  on  that  15  million 
pounds  was  over  one  million  for  Excess  Profits  Duty 

. and  Income  Tax;  so  that  presumably  the  American 
concern  could  stand  the  same  anyway. 

11.897.  7^  per  cent.? — Yes. 

11.898.  Mr.  Marks : The  gentleman  who  gave  us 
evidence  on  behalf  of  the  American  companies  ob- 
jected to  anything  beyond  a 1 per  cent,  estimate. — - 
I have  not  the  slightest  doubt  he  would. 

11.899.  When  his  evidence  was  given  I think  the 
Inland  Revenue  had  put  it  up  to  4 per  cent.? — Yes. 

11.900.  Mr.  Walker  Clark : What  proportion  of 
this  money  would  be  made  in  the  Argentine?  Your 
firm  would  include  in  its  profits  the  profits  made  in 
the  Argentine? — Yes. 

11.901.  Their  firm  would  have  to  provide  for  that 
in  the  Argentine ; their  profit  would  be  limited  to 
the  profit  made  here? — Yes.  I should  think  90  per 
cent,  of  ours  was  sold  in  this  country.  The  same 
thing  applies  to  the  American ; not  a large  portion 
of  the  business  is  done  there. 

11.902.  Is  that  the  refuse  or  is  it  the  most  costly 
portion? — The  best;  nearly  all  of  it  comes  over  here. 

11.903.  The  profitable  portion  of  it  comes  here? — 
Yes. 

11.904.  Mr.  Mackinder:  Are  you  taxed  out  in  the 
Argentine  on  the  production? — Yes,  there  is  taxa- 
tion in  the  Argentine,  but  it  is  a consolidated  tax 
out  there;  it  is  a turnover  tax  there. 

11.905.  Do  they  tax  you  on  the  whole  of  your  turn- 
over, 15  millions? — No,  it  is  an  estimated  turnover. 
The  public  statistics  show  the  number  of  cattle  and 
sheep  and  that  sort  of  thing  that  you  buy  and  put 
through  your  plant,  and  they  estimate  the  value  of 
those  and  take  that  as  the  basis  for  taxation. 

11.906.  WTien  you  said  they  estimate  a value, 
where  do  they  assess  the  value?  Is  it  value  c.i.f. ? — 
The  value  out  there. 

11.907.  It  is  the  value  at  the  port  of  export? — Yes, 
but  there  is  no  Income  Tax.  As  I say,  it  is  a con- 
solidated tax,  which  includes  everything.  They  have 
practically  the  one  tax.  There  is  very  little  taxa- 
tion outside  of  that. 

11.908.  Mr.  Walker  Clark : Both  Imperial  and 
local  ? — Yes. 

11.909.  Mr.  Mackinder:  Is  there  not  a basis  of 
distinction  there  between  the  value  at  the  port  of 
export?  That  is  the  portion  of  your  total  profit 
which  they  take  as  being  made  out  in  the  Argentine? 
— Yes,  quite  so;  there  is  a difference. 

11.910.  I wonder  whether  you  could  give  us  any 
•idea  of  what  proportion  as  a fact  they  assess? — It  is 
rather  difficult  for  me,  without  statistics,  to  give  you 
the  figure.  I have  it  in  my  office,  and  I could  send 
it  to  you. 

11.911.  You  could  not  do  it  in  the  same  rough  way 
that  you  did  the  other  things? — It  seems  to  me  that 
it  would  be  our  turnover  over  here,  less  our  gross 
profit  and  less  the  freight  and  the  other  expenses 
after  the  f.o.b. — freight  being  the  principal  item. 

11.912.  Those  are  deducted? — Yes.  So  that  15 

million  pounds  less  a million  and  a half  leaves  13£ 
millions,  and  then  you  have  to  take  the  freight  and 
expenses,  which  as  a rough  figure  I should  say  would 
be  3J  millions;  that  would  leave  10  millions  for  the 
f.o.b.  as  the  basis  of  taxation  out  there. 

11.913.  As  a fact,  it  is  really  on  a basis  of  about 
10  millions  that  you  do  pay  tax  out  there? — Roughly 
it  is.  I have  not  got  the  exact  figure  in  my  head. 

11.914.  Mr.  Pretyman : The  Americans,  I suppose, 
pay  exactly  the  same? — They  pay  exactly  the  same; 
we  are  all  on  the  same  basis  out  there. 
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11.915.  The  point  raised  is  really  one  of  equal 
treatment. 

11.916.  Mr.  Mackinder:  Yes,  but  we  were  trying 
to  get  some  sort  of  idea  of  what  would  be  the  per- 
centage charge  which  the  turnover  would  bear,  and 
from  that  point  of  view  it  seemed  to  me  a little 
pertinent,  since  this  basis  was  adopted  out  in  the 
Argentine,  to  ascertain  roughly  what  the  facts  were. 

11.917.  Mr.  Pretyman : What  percentage  do  they 
charge? — At  present  it  is  5 per  mil;  it  is  about  a 
quarter  per  cent. 

11.918.  Chairman:  On  turnover? — On  turnover. 

11.919.  On  that  10  millions? — Yes. 

11.920.  Mr.  Mackinder:  On  f.o.b.  ? — I estimated 
f.o.b. 

11.921.  Mr.  Walker  Clark : That  would  apply 

equally  to  all  companies? — Yes. 

11.922.  Does  that  include  the  local  charges,  port 
dues,  and  so  on? — No,  it  does  not  include  the  port 
dues ; that  is  a shipping  charge.  It  is  a consolidated 
tax  for  ordinary  taxation ; there  are  a few  sma’l 
taxes,  but  nothing  to  speak  of. 

11.923.  Mr.  Mackinder : It  is  a Federal  State,  so  it 
would  be  the  State  tax? — That  is  right. 

11.924.  A quarter  per  cent,  on,  roughly  speaking, 
10  millions. 

11.925.  Mr.  Marks : It  would  be  a half  per  cent.. 
would  it  not:  5 per  thousand? — It  is  5 per  mil.;  yes, 
it  is  a half  per  cent. 

11.926.  Mr.  Pretyman:  Then  in  addition  to  that 
you  have  to  pay  here  full  Income  Tax  on  your  whole 
profits? — Yes. 

11.927.  But  you  are  allowed,  of  course,  in  that  a 
deduction  for  the  tax  you  have  paid  in  the  Argentine. 
In  assessing  your  profits  for  Income  Tax  here,  one  of 
the  deductions  you  make  in  arriving  at  that  assess- 
ment is  the  tax  you  pay  in  the  Argentine? — No,  it 
is  not. 

11.928.  Mr.  Mackinder : You  pay  the  Income  Tax, 
do  you  not,  on  the  money  that  you  remit  here? — 
Wo  pay  Inoome  Tax  on  the  whole  of  our  profits 
wherever  they  are  made. 

11.929.  But  in  assessing  your  profits  here  do  you 
not  have,  as  the  first  deduction,  the  actual  tax  that 
you  pay  in  the  Argentine? — No 

11.930.  Chairman:  You  say  not? — I have  never 
heard  of  it. 

11.931.  Mr.  Pretyman:  But  surely  you  do  not  in- 
clude the  money  you  have  paid  for  that  tax  in  your 
profits  for  taxation  here? — We  certainly  do. 

11.932.  Chairman:  Supposing  you  made  a million 
in  the  Argentine  and  on  that  million  you  have  already 
paid  a certain  tax  there;  do  you  pay  on  a million 
in  this  country  ? — We  pay  on  the  whole  of  our  profits ; 
wherever  made. 

11.933.  That  is  a million  plus  the  tax  that  you  have 
already  paid  in  "the  Argentine? — .The  tax  that  W'e  have 
paid  in  the  Argentine  is  deducted  before  our  profits 
are  arrived  at. 

11.934.  Mr.  Pretyman:  That  is  exactly  what  I 
asked? — Was  that  your  point? 

11.935.  Yes? — Yes,  certainly,  that  is  deducted,  of 
course,  before  the  profits  are  arrived  at. 

11.936.  And  you  want  to  put  yourself  on  an  equality 
with  the  Americans,  so  that  if  they  could  be  com- 
pelled to  pay  something  similar  to  what  you  pay, 
they  could  not  raise  the  counter  suggestion  that  they 
are”  paying  additional  taxation  somewhere  else  that 
you  are  not  paying? — (That  is  so. 

11.937.  Are  they  paying  any  tax  in  America?— I 
believe  tliey  only  pay  tax  in  America  on  the  portion 
of  the  profits  that  they  transfer  from  the  Argentine 
to  the  United  States.  That  is  what  I understand. 

11.938.  On  the  portion  distributed? — Yes. 

11.939.  Chairman:  Your  main  point  is  this.  You 
have  no  objection  to  the  position  in  the  Argentine 
between  America  and  yourself? — That  is  so. 

11.940.  The  difficulty  arises  that  in  this  country 
you  pay  6s.  in  the  £ Income  Tax  and  they  make  such 
arrangements  by  their  sale  in  this  country  that  they 
do  not  pay  the  same  Income  Tax? — Exactly — nothing 
like  what  we  pay. 

11.941.  And  you  come  before  the  Commission  to 
ask  us  to  put  such  a tax  upon  them  as  will  give 


equality  between  you  and  them  in  this  country? — 
That  is  exactly  it  my  lord. 

11.942.  Sir  J.  Rarmood-Banner:  Is  it  not  a fact 
that  a tax  on  turnover  is  rather  apt  to  become  a 
trading  expense,  so  that  you  can  add  it  to  the  cost 
of  your  article  and  make  the  article  dearer  to  the 
consumer? — Yes,  I think  there  is  a good  deal  in  that. 

11.943.  And  if  any  other  method  could  be  found 
by  which  the  tax  should  have  a real  reference  to  the 
amount  of  profit  actually  made,  which  w'ould  be  free 
from  that  objection,  it  would  be  better  ? — I think  it 
would  be  better  if  it  could  be  done,  but  I do  not 
see  any  way  to  do  it.  At  least,  it  appears  to  me  that 
the  only  way  is  to  tax  the  turnover,  but  I quite  agree 
with  you  that  it  is  rather  apt  gradually  to  get  into 
being  called  a working  expense. 

11.944.  Mr.  Mackinder : On  the  basis  you  have 
given  us  of  taxation  out  in  the  Argentine,  quite  apart 
from  the  rate,  the  f.o.b.  basis,  it  seems  to  me  that 
when  you  add  freight  and  other  similar  things,  the 
Argentine  is  claiming  that  the  greater  part  of  the 
profit  is  made  there.  If  you  attempt  to  go  on  some 
other  basis  than  turnover,  if  you  attempt  to  go  on 
the  basis  of  actual  profits,  then  you  are  at  once  back 
in  tbe  bog  of  trying  to  distinguish  profits  made  there 
and  profits  made  here — profits  made  on  production 
and  profits  made  on  sale. 

11.945.  Sir  J.  Rarmood-Banner:  What  I would 
suggest  is  that  in  no  case  should  they  be  asked  to  pay 
taxes  in  this  country  on  profits  made  in  the  Argentine. 
What  we  want  to  attach  and  make  them  pay  on  is 
profits  which  they  make  on  the  sale  in  this  country. 

11.946.  Mr.  Mackinder : But  my  point  is  that,  on 
the  evidence  given,  the  American  would  reply  that 
the  greater  part  of  his  profits  are  made  out  in  the 
Argentine,  because  the  Argentine  assessment,  based 
on  f.o.b.,  does  take,  if  you  allow  for  freight,  the 
greater  part  of  the  actual  profits,  and  they  would 
claim  that  the  actual  profits  made  in  thi3  country  are 
very  small. 

11.947.  Chairman  : They  accept  the  position  up  to 
1 per  cent.  We  want  to  find  out  whether  that  1 per 
cent,  is  fair,  or  whether  it  should  be  4 per  cent,  or 
any  other  percentage. 

11.948.  Mr.  Mackinder  : I am  suggesting  that  they, 
being  very  acute,  accept  the  position,  whether  it  is 
actually  logical  or  not,  which  lets  them  off  easily, 
without  debating  it  too  closely,  but  that  if  you  at- 
tempted to  raise  larger  sums  from  them  they  would 
then  at  once  raise  an  argument. 

11.949.  Sir  J.  Rarmood-Banner:  Is  it  not  the 
fact  that  it  is  possible  to  make  them  disclose  their  true 
profits  made  in  the  Argentine,  so  that  they  could  not 
have  the  power  unduly  to  discriminate  in  making  up 
their  profit  and  loss  account? 

11.950.  Mr.  Mackinder : With  great  deference,  Sir 
John,  to  you,  being  a very  expert  accountant,  I sug- 
gest you  have  still  got  to  find  a basis  distinguishing 
between  the  profits  of  production  and  the  profits  of 
sale ; and  unless  you  do  get  that  basis  it  is  not  a matter 
merely  of  income. 

11.951.  Sir  J.  Rarmood-Banner:  I want  to  ask 
the  question  whether  attention  has  been  called  to 
American  methods  of  dealing  with  all  imports  into 
America.  I had  a reference  given  by  the  Chairman 
of  the  London  and  Brazilian  Bank  to  an  instance  of 
coffee  sent  into  America ; the  moment  that  came  into 
America  the  agent,  broker,  commission  agent,  or  who- 
ever he  was  who  imported  it,  was  at  once  called  upon 
to  declare  himself  as  the  importer  and  to  become  re- 
sponsible for  the  duties;  and  then  having  declared 
himself,  to  make  up  an  account  setting  out  what  the 
profits  were  that  were  made  in  Brazil  and  what  the 
profits  wore  that  were  made  by  sale  in  America.  The 
question,  to  my  mind,  was  whether  it  would  not  be 
possible  in  that  way  to  do  something  of  the  same  sort 
with  regard  to  the  American;  that  is,  on  every  im- 
portation of  American  meat,  to  say  to  them : “ Now 
then,  who  is  responsible?  ” so  that  they  could  not  get 
away  by  putting  in  a commission  agent,  broker,  or 
merchant  to  intervene.  “ Who  is  responsible?  Now, 
whoever  is  responsible,  give  us  an  account  of  profits 
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made  in  America  on  this  meat.”  Then  deducting  that 
from  the  sale  price  in  this  country  would  establish  the 
amount  on  which  we  have  a right  to  ask  for  Income 
Tax? — Yes,  of  course,  that  sounds  all  right,  but  I 
think  you  would  have  difficulty  in  getting  satisfactory 
figures. 

11.952.  I quite  agree.  I am  told  they  find  that  diffi- 
culty already  in  America,  but  they  are  trying.  What 
I was  calling  attention  to  was  that  a charge  on  turn- 
over is  very  apt  to  become  an  import  duty  and  in- 
crease the  cost? — I agree  it  is  so. 

11.953.  Therefore,  whilst  it  is  absolutely  right  that 
these  people  should  pay,  and  most  unfair  that  they 
should  not  pay  in  competition  with  English  firms,  yet 
it  would  be  very  desirable  if  we  could  find  some 
method  of  assessing  them  on  profits  which  would  get 
rid  of  the  objection  to  this  taxation  on  turnover? — I 
am  afraid  I cannot  suggest  any  system  whereby  you 
can  assess  them  on  profits. 

11.954.  You  mentioned  one  particular  case  just  now. 
That  was  a case  where  they  would  sell  to  a house,  say, 
in  London  or  Liverpool,  charging  that  house  with  a 
very  full  cost  and  all  British  and  Argentine  and  every 
profit,  so  that  the  house  on  this  side  could  make  no 
profit  at  all  on  the  re-sale  to  the  consumer  in  this 
country  ? — Yes. 

11.955.  Are  there  many  such  houses?  There  are  not 
many,  are  there? — No,  but  of  course  the  people  that 
I am  talking  about,  the  North  American  Meat  Com 
panies,  are  the  same  ownership  all  the  way  through, 
but  under  different  names. 

11.956.  But  there  would  be  this  difference:  that  if 
there  was  a mercantile  firm  here  who  bought  from 
them,  paying  a very  high  price  for  the  meat  and 
making  only  a small  profit,  it  would  be  very  difficult 
for  us  to  touch  them  ? — Yes,  it  would. 

11.957.  But  they  have  not  adopted  that  system  to 
any  great  extent  yet? — No,  they  have  not. 

11.958.  At  present  it  is  entirely  a matter  of  a 
broker,  commission  agent  or  somebody  of  that  descrip- 
tion, who  sells  and  who  really  accounts  to  them  for  the 
whole  profit  on  the  transaction? — Yes,  it  is  so. 

11.959.  And,  whilst  you  and  ourselves  are  very 
anxious  to  get  at  the  profit,  you  cannot  make  any 
suggestion  by  which  we  should  make  them  pay  their 
fair  share  of  contribution  on  the  great  profits  they 
make  on  the  sale  in  this  country? — I am  afraid  I 
cannot. 

11.960.  Chairman:  Did  you  say  that  the  Americans 
in  the  Argentine  and  your  company  both  pay  the 
tax  on  turnover,  and  when  they  export  to  this  country 
and  the  goods  come  into  this  country  to  be  sold,  you 
pay  6s.  in  the  £ Income  Tax,  and  they  pay  no  Income 
Tax  except  the  1 per  cent.? — Yes. 

11.961.  Sir  J.  Harmood-Banner : I was  just  going 
to  add,  other  than  by  a tax  on  turnover. 

11.962.  Chairman : The  whole  difference  centres  in 
the  Englishman  paying  6s.  in  the  £ Income  Tax,  and 
the  American  paying  1 per  cent.,  which  the  Inland 

Revenue  put  upon  the  imported  American  produce? 

Yes. 

11.963.  Now  that  1 per  cent,  is  not  equal  to  6s.  in 
the  £ ; that  is  the  point? — Yes. 

11.964.  Mr.  Pretyman : Supposing  a tax  were  put 
on  turnover  and  it  hit  them  hard — 4 per  cent,  or  5 
per  cent,  or  even  more— could  they  evade  it  by  form- 
ing a British  company  here?— They  have  got  a British 
company  here  already.  Their  selling  agent  is  a 
British  company. 

11.965.  They  could  form  that  British  company  here 
and  they  could  sell  to  that  British  company. 

11.966.  Chairman : They  do  now. 

11.967.  Mr.  Pretyman:  I do  not  see  how  you  are 
gomg  to  get  at  that  on  turnover  then,  because  that 
would  be  a British  company  which  would  be  appa- 
rently on  its  own. 

11.968.  Chairman : That  is  what  comes  up  in  a 
great  many  other  trades  Avhich  we  have  to  consider. 
It  is  a manifestly  important  matter,  not  only  in  the 
meat  trade  but  in  every  other  trade.  They  utilise  a 
certain  agency  in  this  countrv,  and  sell  at  a price 
which  shows  no  profit  here  at  all. 


11.969.  Sir  J.  Harmood-Banner:  It  really  wants 
emphasizing;  while  Mr.  Young  is  dealing  with  meat 
companies,  there  are  an  enormous  number  of  other 
companies,  all  sorts  of  companies. 

11.970.  Mr.  Pretyman:  Then,  though  not  actually, 

you  are  apparently  putting  a special  tax  on  a British 
company.  It  is  comparatively  defensible,  I think, 
that  where  a foreign  meat  company  has  a great 
turnover  in  this  country  through  an  agency  which 
belongs  to  it  here,  you  should  say:  “this  is  an 

obvious  evasion  and  we  will  tax  it  ” ; but  where  it  is 
a British  company  in  law,  although  we  may  know 
privately  that  it  is  controlled  from  outside,  and  you 
say  this  British  company  is  not  to  be  taxed  like 
other  British  companies  upon  its  annual  profits,  but  it 
is  to  be  taxed  upon  a turnover,  because  we  have 
reason  to  believe  that  it  is  acting  for  somebody  out- 
side— it  is  a difficult  point  to  deal  with,  is  it  not? — 
Quito  so. 

11.971.  Chairman:  That  would  come  under  evasion, 
that  we  shall  have  to  consider  later  on. — At  the 
present  time,  going  back  to  my  own  company  again 
as  an  example,  we  seem  to  be  taxed  because  we  are 
a British  concern,  and  our  competitors,  who  are  not 
British,  get  off  or  do  not  pay  anything  like  t'.e 
same  taxation.  That  is  the  point  that  I want  to 
emphasize. 

11.972.  That  is  what  you  want  to  put  before  the 
Commission  ? — Certainly. 

11.973.  Sir  J.  Harmood-Banner : Do  you  appreciate 
the  fact  that  we  did  manage,  in  the  Act  of  1915,  to 
get  something  to  touch  them? — Yes. 

11.974.  Mr.  Walker  Clark : You  would  prefer  to  be 
a British  company,  I presume? — I would  much  rather. 

11.975.  And  you  fear  that  the  excessive  burden  of 
taxation  will  compel  you  to  follow  the  example  of 
others? — I do  not  like  to  say  that.  I am  a Britisher, 
and  I think  99  per  cent,  of  our  shareholders  are 
Britishers,  so  I do  not  like  to  say  anything  of  that 
sort;  but  there  may  come  a time  when  we  may,  in 
self-defence,  have  to  follow  suit  and  make  our  holding 
company  in  the  Argentine  into  an  Argentine  com- 
pany. Then,  of  course,  we  should  pay  only  on  the 
portion  of  the  profits  that  are  brought  to  this  country 
to  be  distributed  by  way  of  dividends. 

11.976.  Mr.  Marks:  Representatives  of  the  Ameri- 
can companies  objected  to  2,  3 or  4 per  cent,  as  being 
an  excessive  percentage  of  the  turnover  on  which 
to  tax  those  companies.  Can  you  suggest  any  way  by 
which  we  can  determine  whether  or  not  that  is  exces- 
sive, if  they  do  not  know  what  the  profits  of  the 
business  in  this  country  are? — You  have  got  my  own 
company,  and  I told  you  what  our  turnover  is  and 
what  our  profits  are.  I do  not  flatter  myself  that 
we  run  our  business  any  better  than  the  Americans 
do  theirs,  so  that,  presumably,  for  a similar  turnover 
they  would  have  done  quite  as  well.  If  that  is  the 
case,  I think  a percentage  on  the  turnover  is  a fair 
thing. 

11.977.  Mr.  Mackinder:  Your  suggestion  is,  is  it 
not,  a percentage  tax  which  shall  put  upon  them  a 
burden  equal  to  what  the  Income  Tax  puts  upon 
you  ? — Exactly. 

11.978.  Chairman:  It  works  out  in  this  form,  I 
think.  Supposing  you  have  a turnover  of  15  millions, 
you  make  one  million  pounds  profits;  you  pay  6s.  in 
the  £ on  that;  that  is  £300,000? — Yes. 

11.979.  Supposing  that  they  have  15  million  pounds 
of  turnover  in  this  country,  if  they  pay  2 per  cent,  on 
that  15  million  pounds  turnover,  that  gives  just  the 
6ame  amount? — Yes,  that  comes  to  the  same  thing. 

11.980.  Now  they  pay  1 per  cent? — Yes. 

11.981.  Their  contention  that  4 per  cent,  was  ex- 
cessive would  in  that  case  be  right? — It  would. 

11.982.  Mr.  Manville : Does  the  Smithfield  and 
Argentine  Company  make  the  same  rate  of  profit 
as  your  company? — Yes,  I should  think  so.  They 
are  a much  smaller  company,  but  I should  think  the 
ratio  would  be  about  the  same. 

11.983.  Chairman:  Thank  you  very  much  for  your 
assistance. 
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NINETEENTH  DAY, 

Fhiday,  12th  September,  1919. 


Present  : 

LORD  COLWYN  (in  the  Chair' 


Mr.  PRETYMAN. 

Sir  W.  TROVVER. 

Mr.  BIRLEY. 

Mr.  WALKER  CLARK 
Mr.  GRAHAM. 


Mr.  KERLY 
Mr.  MACKINDER 
Mr.  McLINTOCK. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 


Commander  Herbert  James  Craig,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief:  — 

Evidence-in-chief  of  Commander  Herbert  James 
Craig,  Chairman  and  Managing  Director  of 
Borries,  Craig  & Co.,  Ltd.,  Newcastle-on-Tyne, 
Shipbrokers  and  Export  Merchants. 

11.984.  (1)  As  shipbrokers  my  firm  has  been  for  49 
years  the  local  agents  of  the  Swedish  steamship  line 
trading  regularly  between  the  Tyne  and  Gothenburg, 
carrying  goods,  coals  and  passengers.  Until  the  year 
1914  the  service  was  maintained  by  steamers  belong- 
ing to  the  Angfartygs  Aktiebolag  Svithiod,  who  ran 
a weekly  steamer  each  way  with  goods  and  passengers, 
but  who  also  employed  other  steamers  in  the  coal 
trade,  which  frequently  loaded  at  Tyne,  Blyth  or 
Wear  ports,  and  for  which  we  also  acted  as  ship- 
brokers  in  those  ports.  During  this  whole  period  of 
49  years,  when  we  were  acting  for  the  Svithiod  Co., 
no  attempt  was  made  to  claim  Income  Tax  from  that 
company.  In  the  year  1916  the  steamers  of  the 
Svithiod  Company  wore  acquired  by  the  Svenska 
Lloyd  Company  of  Gothenburg,  who  also  acquired  the 
steamers  of  the  Thule  Steamship  Company,  a Swedish 
company  which  had  for  many  years  maintained  a 
regular  service  of  weekly  passenger  and  cargo 
steamers  running  between  Gothenburg  and  London. 
I have  been  informed  by  the  shipbrokers  of  the  Thule 
Line  in  London  that  no  attempt  was  ever  made  to 
assess  the  Thule  Steamship  Company  for  British 
Income  Tax.  Shortly  after  the  beginning  of  the  war 
in  1914,  the  Thule  Steamship  Company  diverted  the 
regular  steamers,  which  had  previously  been  main- 
taining the  service  from  London,  to  the  Tyne,  and 
the  smaller  steamers  which  had  previously  main- 
tained the  Svithiod  Line  service,  Newcastl e-Gothen- 
burg, were  diverted  to  London  and  other  ports. 

11.985.  (2)  We  are  the  shipbrokers  who  act  for  most 
of  the  Svenska  Lloyd  steamers  at  Tyne,  Wear  and 
Blyth,  but  the  Svenska  Lloyd,  who  own  a very  large 
fleet  of  steamers,  also  run  regular  traders  to  other 
British  ports,  and  also  run  other  tonnage  on  charter 
party,  and  many  of  their  steamers  have  loaded  coal 
cargoes  in  Tyne,  Wear  and  Blyth,  for  which  other 
shipbrokers  have  acted  as  agents.  I wish  to  empha- 
size the  point  that  not  only  do  the  Svenska  Lloyd 
Company  trade  regularly  with  other  British  ports, 
where  other  British  firms  act  as  agents,  but  even 
in  those  ports  where  we  are  their  regular  and  prin- 
cipal shipbrokers,  it  has  happened  that  they  have 
steamers  addressed  to  other  firms  and  that  their 
business  does  not  pass  through  us. 

11.986.  (3)  In  1915  we  received  an  Income  Tax 
form  asking  us  <to  make  a return  of  the  profits  earned 
by  the  steamers  of  the  Thule  Line.  We  replied  points 
ing  out  that  these  steamers  belonged  to  the  Thule 
Steamship  Company,  who  owned  many  other  steam- 
ships trading  both  regularly  and  irregularly  with 
British  ports,  that  we  had  no  access  to  any  accounts 
which  would  enable  us  to  furnish  a profit  and  loss 
account;  that  in  the  course  of  a long  experience  as 
shipbrokers  we  had  never  previously  been  asked  to 
furnish  a return  of  the  profits  earned  by  any  foreign 
steamship  company  for  whose  steamships  we  acted 
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locally  as  shipbrokers.  The  matter  was  not  pressed, 
but  in  succeeding  years  we  have  received  the  same 
demand,  to  which  we  have  made  the  same  reply. 

11.987.  (4)  During  the  Parliamentary  Session,  1917, 
I addressed  questions  to  the  Chancellor  of  the  Ex- 
chequer with  a view  to  ascertaining  on  what  system 
the  Inland  Revenue  acted  in  selecting  foreign  steam- 
ship companies  for  assessment  to  British  Income  Tax. 
I produce  the  questions  and  answers  given,  which 
show  that  there  is  no  ascertainable  criterion  by  which 
one  can  distinguish  between  those  foreign  ships  which 
are  liable  to  Income  Tax  and  those  which  are  not:  it 
appears  to  rest  with  local  Surveyors  to  demand  re- 
turns at  their  individual  discretion,  so  that  a British 
firm  of  shipbrokers  acting  for  a foreign  steamship 
company  in  port  A may  be  asked  for  a return,  whereas 
in  port  B the  shipbroker  who  acts  for  the  same 
foreign  steamship  company  is  not  asked  to  make  a 
return. 

11.988.  (5)  It  is  obvious  that,  as  a matter  of  prin- 
ciple, if  any  foreign  steamship  company  whose  steam- 
ships trade  with  British  ports  is  liable  to  be  assessed 
to  British  Income  Tax  in  respect  of  the  profits  earned 
by  their  steamships  in  the  course  of  such  trading,  then 
every  foreign  steamship  trading  to  a British  port 
renders  its  owners  liable  for  British  Income  Tax.  It 
is  a matter  of  common  knowledge  that  no  such  claim 
has  been  hitherto  made  by  the  Revenue  authorities. 

11.989.  (6)  It  is  submitted  that  the  mere  fact  that 
the  steamships  of  a particular  foreign  line  maintain 
a regular  service  with  British  ports  cannot  render  the 
owners  liable  to  Income  Tax  if  other  foreign  steam- 
ships maintaining  a less  regular  service  do  not  also 
incur  a corresponding  liability.  It  is  observed  that 
any  profits  accruing  from  the  transaction  of  the  ships’ 
business  in  British  ports  are,  of  course,  included  in 
the  Income  Tax  return  of  the  British  shipbrokers. 

11.990.  (7)  It  must  also  be  pointed  out  that  it  is 
impossible  for  the  British  shipbroker  to  give  a profit 
and  loss  return  of  the  steamship  for  which  he  is 
acting:  he  has  no  access  to  the  voyage  accounts  of 
the  owners,  and  is  only  concerned  in  making  disburse- 
ments, collecting  freight  and  transacting  the  usual 
ships’  business  on  owners’  account. 

11.991.  (8)  If,  as  a matter  of  policy,  it  should  be 
desired  to  submit  foreign  shipping  using  British  ports 
to  Imperial  taxation — over  and  above  the  port  and 
other  local  charges  which  such  shipping  at  present 
incurs — it  is  submitted  that  this  could  more  fairly 
be  done  by  the  imposition  of  a tonnage  tax : that 
there  are  insuperable  difficulties  in  the  way  of  impos- 
ing Income  Tax  on  the  foreign  owners  of  ships  calling 
at  British  ports,  and  that,  in  any  case,  it  is  desirable 
to  lay  down  clearly  the  principles  which  should  deter- 
mine the  liability  of  foreign  shipowners  to  British 
Income  Tax,  and  to  arrange  for  the  returns  to  be 
made  by  some  agent  who  has  access  to  the  necessary 
data,  and  not  to  leave  such  an  important  matter  at 
the  discretion  of  local  Surveyors  of  Taxes  in  the 
respective  ports  to  demand  returns  from  local  Bhip- 
brokers,  in  respect  of  the  particular  steamships  with 
which  they  may  have  to  deal,  irrespective  of  the  fact 
that  in  the  case  of  other  steamships  belonging  to  the 
same  owners  and  trading  to  other  British  ports  no 
returns  may  have  been  demanded. 
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[ Continued . 


The  following  are  questions  which  have  been  addressed  by  witness  to  the  Chancellor  of  the  Exchequer  and 

his  replies  thereto. 


Foreign  Shipping  Companies. 

( Income  Tax  Returns.) 

11,992.  Commander  Herbert  Craig  asked  the  Chan- 
cellor of  the  Exchequer  whether  he  is  aware  that  the 
Revenue  authorities  at  ports  on  the  North-East  coast 
have  recently  been  attempting  to  obtain  Income  Tax 
returns  for  foreign  shipping  companies  through  the 
British  firms  who  happen  to  act  as  agents  or  ship- 
brokers  for  some  of  the  steamers  of  such  companies 
at  the  various  North-East  ports  to  which  they  trade; 
whether  he  is  aware  that  no  shipbroker  in  this  country 
has  access  to  any  accounts  which  would  enable  him  to 
render  a return  of  the  profits  earned  by  a foreign 
company  owning  steamships,  some  of  which  are  trad- 
ing in  this  country,  and  that  all  profits  arising  from 
the  transaction  of  ship’s  business  while  in  a British 
port  are  already  included  in  the  Income  Tax  returns 
of  British  shipbroking  firms;  whether  it  is  intended 
to  subject  the  profits  of  all  foreign  companies  owning 
ships  which  trade  to  ports  in  this  country  to  British 
taxation;  and  whether  in  that  case  he  will  consider 
the  greater  convenience  and  economy  of  levying  such 
taxation  by  means  of  a direct  tonnage  impost  to  be 
collected  through  the  Customs  Houses  upon  every 
occasion  of  a foreign  ship  clearing  from  a British 
port? 

Mr.  Bonar  Law : Any  foreigner  who  carries  on  busi- 
ness in  this  country  through  an  agency  or  branch 
here  is  chargeable  to  British  Income  Tax  in  the  name 
of  his  agent,  &c.,  in  respect  of  the  profits  earned  in 
this  country,  and  such  agent  is  by  law  responsible  for 
doing  all  acts  necessary  to  the  assessment  and  pay- 
ment of  the  tax.  Foreign  shipping  companies  are  in 
this  respect  in  like  case  with  all  other  foreigners 
carrying  on  business  in  the  United  Kingdom.  I would 
point  out  that  the  profits  of  a shipbroker  or  other 
person  acting  as  agent  in  the  conduct  of  a foreigner’s 
business  are  entirely  separate  and  distinct  from  the 
profits  arising  to  the  foreigner  on  the  business  so  con- 
ducted for  him  by  the  agent.  It  is  not  intended  to 
to  make  any  distinction  between  foreigners  carrying 
on  business  in  this  country  but  the  hon.  and  gallant 
Member  may  not  be  aware  that  the  circumstances 
that  a foreign-owned  ship  clears  from  a British  port 
does  not  of  itself  involve  liability  to  British  Income 
Tax.  The  mode  of  taxation  suggested  by  the  hon. 
and  gallant  Member  could  not  be  regarded  as  a suit- 
able substitute  for  the  existing  Income  Tax  charge. 
It  would  apply  uniformly  without  regard  to  the 
amount  of  the  income  derived  from  the  business 
in  this  country  or,  indeed,  to  the  question  whether 
any  income  was  derived  at  all.  Also.it  would  afFect  a 
number  of  persons  who  are  not  carrying  on  any  busi- 
ness here  and  are  not  in  any  way  liable  to  British 
Income  Tax. 

1st  May,  1917. 

11,993.  Commander  H.  Craig  asked  the  Chancellor 
of  the  Exchequer  (1)  whether  he  can  state  the  nature 
of  the  test  which  guides  the  Inland  Revenue  authori- 
ties in  determining  whether  a foreign  shipping  com- 
pany, some  of  whose  vessels  trade  to  ports  in  the 
United  Kingdom,  are  foreigners  carrying  on  business 
in  this  country  and  chargeable  to  British  Income  Tax 
in  respect  of  profits  earned  in  this  country;  whether 
the  test  hitherto  applied  has  been  the  occupation 
of  an  office  in  this  country;  (2)  whether  he  is  aware 
that  shipbrokers  in  this  country  have  recently  been 
requested  to  supply  Income  Tax  returns  for  foreign 
shipping  companies  some  of  whose  steamers  are  trad- 
ing to  United  Kingdom  ports;  whether  he  can  state 
the  rule  which  determines  when  a British  shipbroker 
who  transacts  the  business  of  a foreign  ship  calling 
at  a British  port  becomes  an  agent  I'esponsible  for 
making  Income  Tax  returns  on  behalf  of  the  foreign 
shipping  company  for  some  of  whose  steamers  he  may 
act  as  shipbroker;  whether  he  can  state,  in  the  case 
of  foreign  shipping  companies  whose  steamers  trade 
to  more  than  one  port  in  the  United  Kingdom  and 
emnloy  a different  firm  of  British  shipbrokers  in  the 
different  ports  of  call,  what  principle  guides  the 
Revenue  authorities  in  selecting  the  British  firm  of 
shipbrokers  who  shall  be  required  to  make  the  Income 
Tax  return  on  behalf  of  the  foreign  company? 


Mr.  Bonar  Law : All  persons  carrying  on  busi- 
ness in  this  country  are  by  law  chargeable  to 
British  Income  Tax  in  respect  of  the  profits  derived 
from  such  business.  It  devolves  upon  the  respective 
bodies  of  Income  Tax  Commissioners  to  find  the 
facts  and,  applying  the  relevant  provisions  of  tho 
law  to  the  facts  as  found  by  them,  to  determine 
whether  liability  exists,  and  if  so  upon  what  person 
or  persons  assessments  should  be  made.  The  bare  fact 
of  the  occupation  of  an  office  here  by  a foreign  ship- 
ping company  would  not  of  itself  settle  the  question 
of  Income  Tax  liability,  and  the  hon.  and  gallant 
Member’s  suggestion  that  this  isolated  circumstance 
lias  hitherto  been  regarded  as  the  sole  criterion  is 
based  upon  a misapprehension.  As  to  the  machinery 
for  the  assessment  and  collection  of  the  tax  in  the 
case  of  foreigners  trading  through  a branch  or  agency 
here,  I would  refer  the  non.  and  gallant  Member  to 
the  provisions  of  the  Income  Tax  Acts,  and  in  par- 
ticular section  41  of  the  Income  Tax  Act  of  1842 
and  to  section  31  of  the  Finance  (No.  2)  Act,  1915. 
9th  May,  1917. 

11.994.  Commander  H.  Craig  asked  the  Chancellor 
of  the  Exchequer  whether  he  can  state  in  the  case  of 
foreign-owned  ships  calling  at  United  Kingdom  ports 
what  are  the  factors  which  determine  whether  tho 
foreign  owner  is  liable  to  British  Income  Tax  in 
respect  of  the  profits  earned  through  trading  to  a 
British  port ; ‘whether  ho  is  aware  that  many  foreign 
companies  have  maintained  regular  sailings,  both  for 
passengers  and  cargo,  with  British  ports  for  a great 
number  of  years  without  any-  attempt  having  been 
made  to  assess  them  to  British  Income  Tax,  and  that 
recently  an  attempt  has  been  made  to  obtain  Income 
Tax  returns  on  behalf  of  such  foreign  companies  from 
British  shipbrokers  in  certain  ports  who  happen  to 
net  as  shipbrokers  for  those  ships  of  such  companies 
as  may  be  trading  to  the  particular  ports  at  which 
those  shipbrokers  carry  on  their  business  of  ship- 
broking ; whether  he  will  state  how  it  is  possible  for  a 
British  shipbroker  to  distinguish  in  the  case  of 
foreign-owned  vessels  for  which  he  may  act  as  ship- 
broker  between  those  vessels  whose  owners  are  charge- 
able to  British  Income  Tax  and  those  which  are  not  so 
chargeable;  and  whether  it  is  proposed  to  make  every 
British  shipbroker  who  in  the  normal  course  of  his 
business  may  act  as  broker  or  agent  on  behalf  of  a 
foreign-owned  ship,  whose  owners  have  no  place  of 
business  in  this  country,  responsible  for  making  In- 
come Tax  returns  on  behalf  of  foreign  shipping  com- 
panies to  whose  p.Tofit  and  loss  account's  he  has  no 
access  ? 

Mr.  Bonar  Law:  As  regards  the  first  part  of 
this  question,  I would  refer  the  honourable  and  gallant 
Member  to  my  replies  to  his  question  of  yesterday 
on  this  subject.  For  many  years  past  Income  Tax 
assessments  have  been  made  upon  the  profits  of  foreign 
shipping  lines  trading  regularly  in  this  country.  Tho 
question  of  liability  in  a given  case  depends  upon  the 
application  of  the  law  to  all  the  relevant  facts  of  that 
case.  The  matter  has  been  the  subject  of  numerous 
judicial  decisions,  and  in  view  of  tho  variety  and 
intricacy  of  commercial  activities  it  is  not  possible  to 
summarise  in  a formula  the  criteria  of  liability  in  the 
case  of  a foreigner  engaged  in  transactions  here.  If. 
however,  any  shipbroker  or  other  agent  should  find 
himself  in  doubt  he  can  obtain  the  most  ample  assis- 
tance upon  laying  the  full  facts  before  the  local  Sur- 
veyor of  Taxes,  who  is  an  expert  in  the.se  matters.  He 
will  not,  of  course,  necessarily  be  bound  by  the  opinion 
of  the  Surveyor.  He  has  a right  of  appeal  against 
any  assessment  to  the  appropriate  body  of  Income  Tax 
Commissioners,  and  a further  right  of  appeal  from 
them  to  the  Courts  upon  any  point  of  law  which  his 
case  may  involve. 

9th  May.  1917. 

11.995.  Commander  H.  Craig  asked  the  Chancellor 
of  the  Exchequer  (1)  whether  he  can  give  any  instance 
of  an  Income  Tax  assessment  having  been  made  upon 
the  profits  of  foreign  shipping  companies  trading  to 
*hs  country  who  have  not  a place  of  business  or 
branch  office  in  this  country ; and  (2)  whether,  under 
the  nrovisions  of  sect;on  41  of  the  Income  Tax  Act  of 
1842  and  section  31  of  the  Finance  (No.  2)  Act,  1915. 
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any  assessment  of  British  Income  Tax  has  been  made 
upon  Messrs.  Thomas  Cook  and  Sons,  Limited,  or  any 
other  tourist  firms  in  respect  of  the  profits  earned 
in  this  country  by  foreign  shipping  and  railway  com- 
panies who  have  no  branch  or  place  of  business  in 
this  country,  but  who  employ  Messrs.  Cook  or  other 
tourist  agencies  to  sell  tickets  on  their  behalf. 

Mr.  Boruir  Law : There  are  a number  of  oases  of 
assessments  to  Income  Tax  in  respect  of  profits  of 
foreign  shipping  companies  carrying  on  business  in 
this  country  who  have  not  a place  of  business  of  their 
own  or  a branch  office  here.  I may  remind  the  hon. 
and  gallant  Member  that  it  would  be  inconsistent 
with  the  obligations  to  secrecy  of  the  Commissioners 
of  Inland  Revenue  to  furnish  information  relative  to 
the  Income  Tax  assessments  upon  particular  taxpayers. 

6th  June,  1917. 

11.996.  Commander  Herbert  Craig  asked  the 
Chancellor  of  the  Exchequer  whether  he  can  state  the 
total  amount  of  the  profits  assessed  to  British  Income 
Tax  for  the  last  financial  year  arising  from  foreign 
shipping  companies  other  than  those  which  have  estab- 
lished branches  or  a place  of  business  in  this  country? 

Mr.  Bonar  Law.  Separate  annual  statistics  are 
not  kept  of  the  Income  Tax  assessments  upon  the 
shipping  industry,  and  it  follows  that  the  information 
asked  for  by  the  hon.  and  gallant  Member  in  regard 
to  a subdivision  of  the  industry  is  not  available. 

13th  June,  1917. 

11.997.  Commander  Herbert  Craig  asked  the  Chan- 
cellor of  the  Exchequer  whether,  having  regard  to  the 
difficulty  which  any  British  shipbroker  would  experi- 
ence in  making  a return  of  profits  deemed  to  have 
been  earned  in  this  country  by  foreign  shipping  com- 
panies, some  of  whose  ships  are  trading  with  this 
country  and  to  whose  accounts  the  British  shipbroker 
has  no  access,  and  to  the  difficulty  of  determining,  in 
the  case  of  foreign  ships  trading  to  this  country, 
which  ships  do  and  which  ships  do  not  thereby  render 
their  owners  liable  to  British  Income  Tax,  he  will 
give  instructions  that  British  shipbrokers  are  not  to 
be  pressed  to  make  returns  on  behalf  of  foreign 
owners  to  whose  accounts  they  have  no  access,  and 
with  whom,  under  present  conditions,  postal  com- 
munication is  subject  to  interruption? 

Mr.  Bonar  Law : I would  refer  the  hon.  and 
gallant  Member  to  the  replies  given  to  his  questions 
of  the  8th  and  9th  May,  of  which  I am  sending  him 
copies. 

13th  June,  1917. 

[ This  concludes  the  evidencc-in-chief.'\ 

11.998.  Chairman : You  had  a very  interesting  duel 
with  Mr.  Bonar  Law? — I did  not  get  very  much  more 
than  the  usual  evasive  departmental  replies. 

11.999.  Perhaps  you  could  tell  us,  do  you  know  about 
the  taxation  on  shipping  abroad  ? — I do  not,  but  I 
was  going  to  suggest  that  one  of  the  considerations 
that  should  be  taken  into  account — if  it  goes  forth 
that  all  owners  of  foreign  shipping,  trading  regularly 
or  irregularly  with  British  ports,  are  liable  to  British 
Income  Tax — is  that  Income  Tax  may  be  levied  in 
other  countries  than  Great  Britain.  You  would  ob- 
viously invite  reprisals  in  the  shape  of  Income  Tax 
being  levied  on  British  shipping  companies  trading 
with  foreign  countries,  which,  as  far  as  I know,  does 
not  at  present  occur. 

12,000.  Supposng  we  put  a tax  on  all  foreign  ship- 
ping in  this  country,  should  we  lose  by  their 
retaliating  on  the  larger  amount  of  shipping  which  we 
send  to  other  countries? — I imagine  so.  Of  course,  I 
am  not  here  to  raise  objections  to  levying  Income  Tax 
on  foreign  shipping  if  that  is  desired  as  a matter  of 
policy ; what  I am  here  to  point  out  is  that  at  present 
it  is  impossible  to  ascertain  in  the  case  of  any  given 
foreign  ship  trading  with  this  country  whether  her 
owners  are  rendered  liable  to  British  Income  Tax  or 
not.  In  the  case  of  my  firm,  we  were  agents  for  a 
regular  line  of  steamers  trading  from  Gothenburg  to 
the  Tyne  for  40  years,  and  no  attempt  was  ever  made 
to  assess  that  company  to  British  Income  Tax.  Mr. 
Bonar  Law  in  one  of  his  replies  states:  “ For  many 
years  past  Income  Tax  assessments  have  been  made 
upon  the  profits  of  foreign  shipping  lines  trading 
regularly  in  this  country.”  Within  my  local  experi- 
ence that  is  not  true,  and  it  is  only  recently  that  the 


Revenue  authorities  have  attempted  to  obtain  Income 
Tax  returns  in  the  case  of  the  regular  steamship  lines 
from  Scandinavia  trading  to  the  north-east  coast. 
It  may  be  true  of  the  big  American  and  German  liners 
that  were  trading  to  British  ports ; I do  not  know  as 
to  that. 

12.001.  Had  this  Swedish  line  agencies? — No 
agencies;  they  employed  different  shipbrokers  in 
different  ports. 

12.002.  How  do  you  suggest  to  us  that  we  could 
obtain  money  from  them? — I should  suggest  that  the 
ordinary  way  of  getting  money  from  shipping  is  the 
way  adopted  by  local  harbour  and  port  authorities  to 
obtain  money  from  shipping — levying  a tonnage  tax. 
It  is  impossible  for  any  firm  here  acting  as  a ship- 
broker  to  any  foreign  steamer  to  say  whether  that 
steamer  is,  in  the  first  place,  running  at  a loss  or  at  a 
profit. 

12.003.  It  is  not  impossible  at  the  present  moment,  is 
it?  There  is  no  chance  of  running  at  a loss  at  the  pre- 
sent moment,  is  there? — That  may  be  generally  true, 
but  it  is  not  true  in  every  case.  For  instance,  only 
last  week  the  steamers  from  Gothenburg  came  over  to 
this  side  absolutely  empty,  because  there  is  a strike  of 
labourers  on  that  side.  They  had  not  an  ounce  of 
cargo  in  them.  They  are  getting  cargo  on  this  side. 
I do  not  know  whether,  on  the  round  trip,  they  will 
make  a profit  or  a loss,  but  if  you  only  took  the  trip 
this  way  they  must  have  run  at  a loss.  And  there 
again,  on  the  round  trip,  which  is  the  profit  (even  if 
you  can  distinguish  it)  which  is  earned  in  this  country 
— the  freight  this  way  or  the  freight  that  way. 

12.004.  That  is  the  great  problem,  as  to  where  the 

profit  is  made? — It  bristles  with  difficulties  if  you 
attempt  to  get  an  Income  Tax  return  even  from  the 
owners,  but  when  you  attempt  to  make  an  unfortu- 
nate shipbroker  give  a return  of  profits  of  a trading 
company  whose  accounts  he  haB  no  access  to 

12.005.  They  change  their  brokers,  do  they  not, 
frequently? — No,  fortunately  not  frequently,  but 
they  use  different  brokers  in  different  ports.  This 
line  for  which  we  are  agents  have  steamers  running 
regularly  to  Manchester,  to  Liverpool,  to  London, 
and  to  Hull,  in  none  of  which  ports  do  we  act  for 
them ; therefore  even  if  we  knew,  which  we  do  not, 
the  profits  on  the  boats  which  actually  come  to  us, 
we  still  could  not  give  a return  of  profits  which  that 
shipping  company  is  making  in  this  country. 

12.006.  Mr.  Kerly:  Your  first  complaint  is  that 
the  incidence  of  this  tax  is  very  unusual  and 
irregular.  One  agent  is  asked  to  pay  or  to  make 
returns,  and  many  others  in  a similar  position 
escape.  That  is  the  complaint  that  you  put  in  the 
House  of  Commons?— Well,  I did  not  put  it  quite 
like  that.  My  main  complaint  is  that  they  suddenly 
drop  on  a shipbroker  here  to  give  a return  of  the 
foreign  shipowner’s  profits  which  is  a thing  he 
cannot  comply  with,  because  he  has  not  the  necessary 
data.  I am  not  complaining  so  much  as  to  the  in- 
iustice  of  taxing  one  foreign  ship  as  against  another, 
because  that  does  not  concern  me. 

12.007.  Let  me  take  your  complaint  that  the  in- 
sistence on  the  tax  is  new.  You  are  aware  of  oour.se 
that  with  the  rising  rate  of  the  tax  it  has  been 
levied  in  a great  many  places  which  were  always 
liable  to  tax,  but  hitherto  escaped  either  because  of 
the  difficulties  of  collection  or  for  other  reasons— for 
instance,  because  the  amount  recovered  was  not  worth 
the  expense  of  recovery — so  that  in  all  quarters  of 
recent  years  there  has  been  a more  successful  attempt 
to  get  tax  from  sources  which  were  always  liable ; 
you  are  aware  of  that? — I agree  that  they  are  screw- 
ing up  the  levying  of  the  tax. 

12.008.  I know  of  no  alteration  of  the  law.  Assum- 
ing that  if  the  agent  is  liable  now_  ho  always  has 
been,  your  complaint  on  that  head  is  only  part  of 
the  general  complaint  of  people  wlio  have  hitherto 
escaped,  and  who  now  are  made  liable  to  pay  tax? — 
No.  I imagine  that  the  mere  fact  that  a foreign 
ship  clears  in  a British,  port— say  she  is  trading  to 
Britain — does  not  render  and  never  has  rendered  the 
owners  of  that  ship  liable  to  British  Income  Tax. 

12.009.  You  imagine  that  because  the  tax  has  not 
to  your  knowledge  been  levied? — No.  I imagine  that 
because  the  Chancellor  of  the  Exchequer  says  so. 

12.010.  I do  not  think  so.— In  his  reply  of  the  Isc 
May,  1917,  he  says:  “the  circumstances  that  a 

2 P 3 


27880 


596 


IlOVAL  COMMISSION  ON  THE  INCOME  TAX. 


12  S ptember,  1919.] 


Commander  Herbert  James  Craig. 


[Continued. 


foreign-owned  ship  clears  from  a British  port  does 
not  of  itself  involve  liability  to  British  Income  Tax.” 

12.011.  It  has  always  been  the  law,  has  it  not,  that 
a non-resident  earning  profits  in  this  country  is 
liable  to  pay  Income  Tax? — Anybody  carrying  on 
business  in  this  country,  I think  is  the  wording. 

12.012.  Does  not  the  owner  of  the  steamship  com- 
pany whose  ships  are  regularly  trading  here  carry  on 
business  in  this  country? — No  more  than  the  owner 
of  steamships  whose  ships  are  occasionally  trading 
here. 

12.013.  Well,  the  man  who  is  occasionally  trading 
here  is  pro  tanto  carrying  on  business  here  and  earn- 
ing  profits? — I am  not  here  to  urge  anything  against 
a desire  to  tax  the  profits  of  a foreign  shipping 
company.  In  that  event  I merely  ask  that  it  may 
be  clearly  laid  down  how  they  are  to  be  collected 
and  returned. 

12.014.  That  is  what  I thought,  and  that  is  the 
proposition  I put  to  you  first  of  all,  that  your  real 
point  is  not  that  payment  is  now  insisted  on  for  the 
first  time,  but  that  it  is  irregularly  insisted  on 
still? — That  it  is  impossible  for  the  person  who  is 
asked  to  make  the  return  to  make  the  return,  that 
one  person  is  asked  to  make  a return  and  next  door 
a shipbroker  doing  exactly  the  same  business  for 
another  foreign  steamship  company  is  not  asked  to 
make  a return ; that  is  my  point. 

1^>015.  There  may  be,  and  I understand  your  view 
is  that  there  are,  practical  difficulties  in  getting  in 
payment.  Will  you  tell  me  please  is  it  necessary  for 
the  sort  of  business  we  are  considering  that  the  ship- 
owner should  have  an  agent  in  every  port  to  which 
he  trades? — Certainly.  A^y  foreign  ship  coming  to 
a port  must  employ  the  services  of  a shipbroker  on 
this  side  to  arrange  for  its  clearance  through  the 
Custom  House,  bunkers,  etc. 

. 12,016.  And  someone  must  be  known  as  represent- 
ing the  ship? — Yes;  it  is  not  a regular  appointment 
necessarily. 

12,017.  You  mean  it  might  change  from  time  to 
time?-  No.  What  I mean  is  you  may  act  for  a firm 
of  shipowners  who  only  occasionally  have  a ship  in 
your  port.  They  happen  to  have  a ship  coming,  and 
they  send  a wire  and  say  “ the  ship  is  expected  to 
arrive;  please  attend  to  all  the  business.” 

, 12’51?'  Is  not  your  answer  ^at  necessarily  there 
should  be  an  agent  for  a ship  in  each  port  to  which 
it  regularly  trades?— What  do  you  mean  by  an  agent 
--a  regularly  constituted  agent  for  a firm  who  are 
thereby  precluded  from  employing  any  other  agent 
in  that  port?  In  our  case  some  of  the  ships  belonging 
to  the  Svenska-Lloyd  that  come  to  the  Tyne  do  not 
go  through  us  at  all. 

12>°19-  Am  1 to  understand  then  that  it  is  quite 
possible  to  work  this  trade  by  engaging  an  agent  for 
each  voyage?— Certainly. 

12.020.  It  is  possible?— It  would  be  very  incon- 

venient m the  case  of  a line  maintaining  regular 
services.  b 

12.021.  So  in  all  cases  where  there  are  regular  sail- 
ings from  a particular  port  there  must  be  some  per- 
manent connection  between  a local  resident  and  the 
line.— Yes,  but  it  does  not  follow  that  that  local 
resident  knows  anything  of  the  foreign  shipowner’s 
dealings  with  that  port  except  in  so  far  as  they  are 
represented  by  the  ships  in  that  regular  line  with 
regular  sailings. 

12\022'  a sufficient  levy  were  put  upon  him  he 
would  be  able  to  pass  it  on  to  the  shipowner.  It  does 
not  matter  what  the  amount  is.  If  a certain  t-.x 
were  levied  upon  him  he  would  bo  able  to  pass  it  on 
to  the  shipowner  and  say,  “ either  you  must  recoup 
me  or  I cannot  continue  to  do  your  business”?— I 
do  not  know  ; T do  not  quite  appreciate  that.  All  the 
shqibrokor  docs  is  to  make  disbursements  on  account 
of  the  ship,  for  which  of  course  he  has  the  security 
of  the  ship,  which  he  can  seize.  I do  not  know  how 

hot'\°rU  df  lfJ?e  pa,<J  Inc<mle  Ta5t  on  profits  on 
behalf  of  the  shipowner.  I do  not  think  ho  would 

M’S.1?  ‘he  term,  an  action  in  rem;  I 
do  not  think  that  is  provided  for. 


12.023.  I was  not  asking  about  any  legal 
machinery,  but  whether  in  commercial  practice  he 
could  recover  the  money  from  his  employ er  ?— He 
would  certainly  try  to. 

12.024.  Now  take  the  next  point.  Supposing  the 
shipowner  were  told,  “ you  have  been  charged 
various  sums  through  your  agents  or  brokers  by  way 
of  tonnage  rate” — or  whatever  you  like — “but 
instead  of  paying  the  whole  of  these  sums  you  can 
produce  your  accounts  showing  at  the  end  of  the  year 
what  your  actual  profit  on  your  trading  with  the 
United  Kingdom  is,  and  pay  the  Income  Tax  appro- 
priate to  that  profit,”  he  could  then  get  a rebate  if 
necessary;  would  not  that  bo  feasible?— Then  do  you 
suggest  in  our  own  case,  where  a steamship  line  runs 
a regular  line  to  the  Tyne,  but  also  have  regular 
lines  running  to  London,  Liverpool  and  Manchester, 
that  the  whole  of  the  profits  made  by  that  line  in 
the  United  Kingdom  should  be  assessed  in  the  first 
instance  on  their  Newcastle  brokers  as  opposed  to 
their  London  brokers? 

12.025.  No.  I would  suggest  that  an  estimate  be 
made  of  the  proportion  of  profit  that  they  made  at 
Newcastle,  and  that  that  part  should  bo  paid  by  the 
Newcastle  broker,  the  corresponding  parts  being  paid 
by  Manchester,  London,  and  other  ports.  I do  not 
know  whether  it  is  practicable  or  not,  and  that  is 
uhy  I am  asking  you? — I should  imagine  that  some 
scheme  could  be  devised,  but  they  would  have  to  keep 
their  accounts  in  a peculiar  way.  I am  not  a ship- 
owner, but  I imagine  that  the  ordinary  shipowner 
has  a joyage  account.  The  ship  goes  out  and  back, 
and  the  whole  freights  received  go  against  the  wholo 
expenses  for  the  round  trip.  I do  not  know,  as  I 
say  whether  you  would  reckon  the  profit  on  carrying 
goods  from  Sweden  to  England  as  the  profit  earned  in 
this  country,  or  the  profit  earned  by  carrying  goods 
from  England  to  Sweden  as  the  profit  earned  in  this 
country. 

12.026.  It  would  finally  remain  a matter  of  estimato 
when  you  have  got  all  the  voyage  accounts  to  this 
country  of  the  shipping  company;  the  shipping  com- 
pany would  be  in  a position  to  give  all  the  informa- 

lo'no-r  aTm  n0t  an  exPert  on  ships’  accounts. 

027.  I started  with  the  suggestion  that  there 
should  be  some  arrangement  with  each  local  agent 
Now  supposing  that  took  the  form  of  a tonnage  rate 
on  each  ship  coming  to  his  port  belonging  to  a non- 
resident owner,  would  there  be  any  difficulty  in  your 
view  in  collecting  such  a tonnage  rate  on  ships 
belonging  to  non-resident  owners?— No  trouble  at  all 
because  that  is  what  is  done  at  present  in  the  case  of 
levying  the  port  charges,  the  light  charges,  and  that 
sort  of  thing  It  ,s  done  by  means  of  a tonnage  rate. 

‘cl?®6100’  f0r8ign  — “ 

the  owBef- 

12,029.  You  see  we  do  not  want  to  include  resident 
sk  powners,  because  tilery  already  pay  Income  Tax. 
o"  “'"V  whether  we  can  get  Income  Tax  from 

is  the?  ld6J  m0Wf.B1S.  trying  here.  In  youf  view 
there  any  difficulty  in  raising  a tonnage  rate  at 

Non  Pw<m  tieT  Sl“ps  °f  non-resident  Owners ?- 

should  ? 18  T1?  a inestion  of  policy,  I 

be  no  1 U ■ "a?  d,i0i<led  t0  d0  *«■>  Would 

be  no  difficulty  in  levying  it. 

“ y°u  "I  the  scheme  as  indicated  you 
would  pay  to  the  Customs  the  produce  of  the  tonnhge 
hfudl ? thS,  ilps  .of  non-resident  owners  that  you 
handled  and  then  it  would  be  open  to  the  shipowner 
to  say  that  all  the  money  he  has  paid  by  way  of 
tonnage  rate  is  greater  than  the  proper  assessment 
to  Income  Tax  on  Ins  dealings  with  this  country,  and 
get  a return?— I would  not  suggest  mixing  it  up  with 
ncome  Tax.  If  'you  want  to  tax  foreign  shipping, 
put  on  a tonnage  tax.  r 6 

12.031.  But  we  are  dealing  with  Income  Tax?— In 
so  far  as  you  are  dealing  with  Income  Tax  I say  it 
has  not  hitherto  been  as  a practice  levied  on  foreign 
shipping. 

12.032.  Well,  I have  dealt  with  that,  and  I will  not 
refer  to  it  again.  I think  Lord  Colwyn  has  already 
asked  you  about  the  taxation  of  freights  in  foreign 
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countries.  You  make  the  general  suggestion  on 
grounds  of  policy  that  it  would  not  pay  us  as  a 
shipowning  nation  to  introduce  the  practice  of  taxing 
foreign  shipping? — I only  say  that  that  is  one  of  the 
matters  which  would  have  to  be  considered. 

12.033.  Have  you  considered  how  far  the  balance 
is  likely  to  be  one  way  or  another? — I only  imagine 
generally  that  as  we  are  the  biggest  shipowning 
country  we  should  stand  to  be  the  heaviest  hit  by  the 
levying  of  taxation  on  shipping. 

12.034.  That  of  course  depends  on  the  relative  In- 
come Tax  rates,  amongst  other  things?— Yes. 

12.035.  Mr.  McLintock:  I was  wondering  whether 
this  was  an  isolated  case.  Do  you  know  of  any 
others  than  your  own? — In  what  way? 

12.036.  Claims  of  the  same  kind  as  have  been  made 
against  your  own  firm? — Yes,  in  the  case  of  the 
Norwegian  mail  and  passenger  service  which  is  run 
from  Bergen  to  the  Tyne,  for  the  first  time  I think 
in  the  year  1915,  or  about  the.  same  time  as  they 
made  the  attempt  on  us,  they  made  an  attempt  there 
to  levy  Income  Tax  on  the  Bergenske  Steamship 
Company,  and  I also  understand  that  at  Hull  for 
the  first  time,  and  it  is  now  sub  judice,  they  have 
made  an  attempt  to  levy  Income  Tax  on  the  United 
Shipping  Company  of  Copenhagen,  the  Danish  line 
that  runs  to  Hull. 

12.037.  Do  you  know  if  any  broker  has  ever  paid 

the  tax?  Did  you  ever  hear  of  any  broker  who  has 
paid  the  Income  Tax?— No.  In  our  case  these 

steamers,  which  aro  now  running  to  the  Tyne, 
formerly  ran  to  Tilbury ; I have  asked  the  agents 
who  act  in  London,  and  they  have  never  been  asked 
to  pay  Inoome  Tax. 

12.038.  Beyond  the  demand  nothing  has  come  of 
it? — I understand  not;  certainly  we  have  not  paid 
any  Income  Tax  ourselves. 

12.039.  Mr.  Birley : You  suggest  that  if  this  present 
system  continues  foreign  countries  will  retaliate?  • 
It  is  asking  for  it. 

12.040.  The  probability  is  that  they  will  retaliate? 
— Certainly. 

12.041.  In  your  question  to  the  Chancellor  of  tile 
Exchequer  on  May  1st,  1917,  you  suggest  that  it 
would  be  a greater  convenience  and  economy  to  levy 
such  taxation  by  means  of  a direct  tonnage  impost 
to  be  collected  through  the  Custom  House  on  every 
occasion  of  a foreign  ship  clearing  from  a British 
port.  You  suggest  dealing  differently  with  foreign 
ships  from  British  ones;  that  is  your  suggestion, 
is  it  not?. — I did  not  mean  to  point  to  differentiation 
between  British  and  foreign  shipowners ; I only 
meant  that  if  it  is  desired  to  levy  an  impost  in 
any  form  whatever  on  foreign  ships  it  could  be 
more  conveniently  done  by  means  of  a tonnage  tax 
than  by  Income  Tax  assessment. 

12.042.  Your  suggestion  is  it  should  be  on  foreign 
ships? — Yes. 

12.043.  Otherwise  of  course  you  would  tax  the 
Britisher  as  well,  and  it  is  no  recompense  for  the 
Inoome  Tax? — Exactly. 

12.044.  But  is  not  there  the  same  fear  of  retalia- 
tion in  that  case,  or  do  foreign  countries  now  impose 
direct  tonnage  impost  on  British  ships,  or  on  all 
foreign  ships  entering  their  countries? — Ports,  I 
understand,  vary;  there  are  what  are  known  as 
expensive  ports,  and  some  are  cheap. 

12.045.  That  will  be  for  all  ships  that  come  in, 
whether  from  the  home  country  or  a foreign  one? — 
I do  not  speak  with  any  experience  on  the  point, 
but  I imagine  very  frequently  it  is  not  levied  on 
the  home  ship  or  on  the  coasting  Bhip. 

12.046.  So  that  if  thiB  country  did  that  it  would 
really  only  be  retaliation  on  our  part  for  what  is  being 
done  in  other  countries  now?  We  should  not  have  to 
fear  retaliation  against  us  because  we  were  doing  it, 
but  we  in  effect  would  be  retaliating  because  it  was 
being  done  in  foreign  countries? — I would  rather  put 
it  that  it  would  be  a perfectly  fair  way  of  raising 
revenue. 


12.047.  But  would  it  be  separate  taxation  for  the 
foreigner?  There  is  no  us©  in  putting  it  on  for  all 
ships,  because  you  would  hit  the  British  as  well?  I 
see  your  point.  I think  it  would  be  a fair  reply  to  say 
the  British  shipowner  is  subject  to  British  Income 
Tax,  which  is  a very  heavy  levy.  It  is  not  convenient 
to  levy  Income  Tax  on  the  foreign  shipowner,  because 
the  necessary  machinery  to  do  it  properly  would  be 
too  difficult  and  intricate.  We  propose  in  lieu  of  ask- 
ing him  to  contribute  to  British  Income  Tax  to  pay 
tonnage  tax. 

12.048.  You  suggest,  and  I quite  agree  with  you, 
that  it  would  be  really  impossible  to  say  how  much  of 
the  profit,  or  which  part  of  the  profit,  was  made  by 
coming  into  the  British  port,  and  therefore  you  would 
assume  a profit  on  the  tonnage  of  the  ship?  Exacth . 

12.049.  And  charge  in  that  way? — Yes,  and  it  would 
be  a regular  expense.  The  foreign  owner  would  know 
what  it  cost  him  each  time  the  ship  went  to  a British 
port. 

12.050.  But  it  is  an  assumed  profit,  because  you 
cannot  get  at  the  actual  profit?— It  is  a convenient 
way  of  levying  revenue. 

12.051.  We  are  talking  about  Income  Tax.  We 
want  to  try  and  keep  it  to  the  Income  Tax  if  we  can. 
— .No,  in  lieu  of  Income  Tax.  Clearly,  if  you  once 
levied  a tonnage  tax  you  could  not  make  any  inquiry 
as  to  whether  the  ship  was  running  at  a profit  or  not. 

12.052.  Chairman:  Mr.  Birley  wants  to  get  the 
money  and  call  it  Income  Tax? — It  would  be  a tax  in 
lieu  of  Income  Tax. 

12.053.  Mr.  Mackinder:  There  would  be  no  reason 
why  there  should  not  be  at  the  head  of  the  demand 
note:  “ Percentage  tax  in  lieu  of  Income  Tax,”  ol‘ 
some  equivalent  words? — That  is  so. 

12.054.  So  as  to  keep  the  fact  before  both  our  public*- 
and  the  foreigner? — Yes. 

12.055.  Mr.  Walker  Clark : Are  agents  paid  on  the 
tonnage  basis  or  commission  or  an  annual  fee,  or  all 

three? Agents  are  paid,  so  far  as  I am  aware,  a 

commission  on  the  freight  received. 

12.056.  And  neither  tonnage  nor  an  annual  allow* 
anoe  enters  into  the  arrangement? — No 

12.057.  So  it  would  be  quite  easy  for  a shipping 
company  to  change  its  agent? — Yes. 

12.058.  So  that  there  is  not  much  more  than  a senti- 
mental relationship,  and  of  course  the  fact  that  yoii 
have  held  the  connection  for  many  years,  between  the 
agent  on  this  side  and  the  shipping  company  on  the 
other  side,  in  many  cases? — Oh,  certainly.  Of  course, 
in  the  case  of  steamers  maintaining  regular  sailings, 
obviously  they  would  go  to  the  same  agent  for  a 
period,  but  in  the  case  of  a line  sending  lrregulai* 
steamers  it  is  quite  common  that  one  of  their  steamers 
one  month  comes  to  one  agent  here,  and  another 
steamer  may  come  another  month  to  another  agent 

h012,O59.  Is  it  not  a fact  that  very  often  foreign 
steamers  coming  here,  particularly  in  Some  lines,  also 
trade  to  Continental  and  other  ports  on  the  round 
trip,  and  the  round  trip  includes  cargo  picked  up  hero 
and  taken  to  a foreign  port  before  they  get  back  to 
the  home  port?— Exactly.  I would  like  to  give  ah 
instance.  I know  a very  prosperous  Norwegian  ship- 
ping firm  whose  steamers  regularly  come  over  from 
Norway  to  the  Tyne.  They  take  coal  and  large 
general  cargo,  and  they  may  call  at  several  ports  in 
the  United  Kingdom  before  going  to  Soiith  Africa  and 
Madagascar.  What  they  ultimately  bring  homo  I do 
not  know,  but  when  you ‘took  that  owner’s  account  and 
tried  to  work  out  the  profit  that  he  earned  through 
trading  in  this  country  it  would  be  a very  difficult 
proposition.  At  present  no  attempt  has  been  made, 
and  never  has  been  made. 

12.060.  You  would  suggest  a tonnage  tax  as  a sub- 
stitute for  Income  Tax,  and  not  as  an  alternative?— 
Yes. 

12.061.  Chairman:  Thank  you. 
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Mu.  E.  L.  Booty. 


[Continued. 


Mr.  E.  L.  Booty,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Statement  of  evidence  on  behalf  of  the  Chartered 
Institute  of  Secretaries  of  Joint  Stock  Companies 
and  other  Public  Bodies  by  Mb.  E.  L.  Booty, 
Member  of  Council  (and  Treasurer  1917-18)  j also 
a Member  of  the  Board  of  Referees. 

12.062.  The  Institute  numbers  over  4,400  secretaries 
and  other  officials  of  Joint  Stock  Companies  and  other 
Public  Bodies,  Institutions  and  Societies.  It  was 
founded  in  1891  and  obtained  its  Royal  Charter  in 
1902, 

The  Council  of  the  Institute  has  taken  steps  to 
obtain  views  and  suggestions  from  Members  of  the 
Institute  on  any  amendments  that  experience  has 
shown  are  called  for  in  the  law  and  practice  of  Income 
Tax,  and  as  a result  of  the  suggestions  received  the 
Council  desires  to  put  forward  the  following  specific 
points : — 

12.063.  (1)  The  prevision  in  the  Income  Tax  Act, 
1918,  for  an  assessment  on  an  average  of  years  should 
cease,  as  it  gives  rise  to  anomalies  which  should  not  be 
possible  under  State  taxation.  The  ideal  method  of 
taxation  of  profits  is  that  individuals,  firms  and  com- 
panies should  pay  taxes  on  the  actual  income  of  the 
year  of  assessment.  If  this  is  impracticable  in  ad- 
ministration, then  a provisional  assessment  should  be 

on  the  basis  of  the  preceding  year’s  income,  and 
adjustment  made  in  the  succeeding  year  when  the  fol- 
lowing assessment  is  being  made.  If  it  is  suggested 
that  this  would  involve  too  much  machinery  in  the 
Inland  Revenue  Department,  then  the  assessment 
should  be  based  on  the  preceding  year’s  income  and 
should  be  final.  In  either  case  losses  in  preceding 
years  would  have  to  be  “ wiped  out  ” before  the  tax- 
payer would  be  called  upon  to  pay  further  tax. 

A new  basis  of  assessment  in  substitution  for  that 
of  an  average  which  commends  itself  as  sound  and 
workable  is  that  put  forward  by  Sir  Francis  Gore, 
Solicitor  to  the  Inland  Revenue,  to  the  Departmental 

Committee  on  Income  Tax  in  1905,  when  he  said : 

“I  would  abolish  absolutely  the  three  years’ 
system,  and  substitute  a payment,  year  by  year, 
based  upon  the  profits  of  the  trader’s  immediately 
preceding  financial  year.  Thus,  if  the  assess- 
ment in  question  were  one  for  the  year  1906,  com- 
mencing on  the  6th  April  of  that  year,  the  assess- 
ment should  be  based  upon  the  profits  of  the  par- 
ticular trader’s  last  preceding  financial  year,  end- 
ing at  a date  not  later  than  the  preceding  5th  of 
April.  The  trader  would  thus  know  at  the  end 
of  his  financial  year  the  amount  on  which  he 
would  be  required  to  pay  duty  for  the  following 
year,  and  he  would,  within  a short  time,  also  know 
the  rate  at  which  such  payment  would  have  to  be 
made.  He  would  have  no  difficulty,  therefore,  in 
setting  aside  an  amount  sufficient  to  satisfy  the 
tax  for  the  succeeding  year,  before  dividing  or 
spending  his  profits.  Although  the  payment 
would  be  one  made  in,  and  for,  the  succeeding 
year,  it  would  really  represent  a contribution  to 
the  State  of  a certain  proportion  of  his  profits 
during  the  past  year.” 

The  same  idea  is  expressed  concisely  (in  the  words 
of  Mr.  G.  H.  Blunden)  in  the  evidence  which  the  same 
Departmental  Committee  received  from  Sir  H.  Prim- 
rose (Chairman  of  the  Inland  Revenue)  as  follows:  — 
“To  charge  all  traders,  mineowners,  profes- 
sional men,  &c.,  on  the  profits  of  the  year  pre- 
ceding the  year  of  assessment;  as  is  done  at 
present  in  the  case  of  railways,  canals,  ironworks 
quarries,  gasworks,  waterworks,  &c.” 

As  the  law  stands  at  present,  there  are  many  dif- 
ferent methods  of  assessment.  Assessments  in  Cases 
I and  II,  Schedule  D,  are  on  an  average  of  three  years 
preceding  the  year  of  assessment ; Case  III,  Schedule 
Ih_on  the  year  preceding  the  year  of  assessment;  Case 
IV,  Schedule  D,  on  the  income  arising  in  the  year  of 
assessment;  Case  V,  Schedule  D,  on  an  average  of 
three  years  preceding  the  year  of  assessment;  Case  VI, 
Schedule  D,  either  on  an  average  or  on  the  income 
arising  in  the  year  of  assessment.  Mines  are  assessed 
on  an  average  of  the  profits  for  five  preceding  years; 


quarries  on  the  profits  of  the  preceding  year ; railways 
on  the  profits  of  the  preceding  year;  under  Schedule 
E on  the  income  of  the  year.  Super-tax  is  assessed  on 
the  income  of  the  preceding  year. 

Under  the  Bystem  of  taxation  on  an  average  of  pre- 
ceding years  the  taxpayer  may  pay  on  a greater 
amount  of  income  than  actually  received.  It  is,  of 
course,  equally  possible  for  a case  to  occur  in  which 
the  Inland  Revenue  may  suffer,  and  the  taxpayer  pay 
on  less  income  than  is  actually  received.  It  is 
obviously  inequitable  that  any  taxpayer  should,  under 
any  system  of  taxation,  pay  Income  Tax  on  any  income 
which  he  has  not,  in  fact,  received. 

In  the  case  of  individuals  assessed  under  Schedule 
E on  the  actual  income  of  the  year  of  assess- 
ment, this  is  fair  and  equitable,  but  in  the  case 
of  similar  individuals  who  have,  in  consequence 
of  their  occupation  not  bringing  them  under  the 
provisions  of  Schedule  E,  been  assessed  on  an  average 
of  three  years,  they  may,  whilst  enjoying  a rising 
income,  have  obtained  some  benefit  from  an  assess- 
ment on  an  average  of  years,  but  should  they  in 
advancing  years  receive  a falling  income,  they  are 
called  upon  to  pay  tax  on  a larger  amount  of  income 
than  that  actually  received  at  a time  when  they  can 
less  afford  to  do  so.  If  assessment  on  an  average  of 
years  under  Schedule  D is  abolished,  and  assessment 
on  the  profits  of  the  preceding  year  substituted, 
assessment  under  Schedule  E should  be  abandoned, 
and  assessment  on  salaries  of  officers,  etc.,  be  made 
on  the  s.imo  basis  as  provided  under  new  provisions 
of  Schedule  D. 

The  Departmental  Committee  on  Income  Tax 
which  reported  to  the  Treasury  in  1905,  reviewed 
very  fully  the  arguments  for  and  against  the  three 
years1’  average  system  of  assessment,  and  their  con- 
clusions were  summarised  in  paragraph  105  of  the 
Report,  as  follows : — 

“ But  we  have  to  take  into  account  the  fact 
that  the  three  years’  average  system  has  been  in 
force  since  the  reimposition  of  the  Income  Tax 
Bixty  years  ago,  and  has  given  rise  to  but  little 
complaint ; and  that  any  change  would  necessarily 
lead  to  some  temporary  confusion  and  disturb- 
ance, and  might  be  unpopular.  Such  a change 
could  not  be  attempted  without  public  opinion, 
and  especially  the  support  of  business  men 
behind,  it,  and  so  far  the  question  seems  never 
to  have  been  seriously  considered  by  those 
principally  affected.  The  Report  of  this  Com- 
mittee may,  by  calling  attention  to  the  matter, 
lead  to  public  consideration  of  the  question ; and 
if  the  verdict  were  favourable,  we  think  the 
change  would,  on  the  whole,  be  advantageous.” 

It  is  sometimes  said  that  the  individual  trader 
prefers  the  average  system,  but  his  position  does 
not  really  differ  from  that  of  a company,  inas- 
much as  both  are  in  a better  position  to  pay  a 
larger  amount  of  tax  at  the  period  immediately 
following  that  in  which  the  profit  has  been  made, 
and  it  might  easily  happen  that  the  trader  would  be 
called  upon  to  pay  a considerable  amount  of  tax  at 
a period  of  falling  profits  when  he  would  want  every 
available  penny  to  keep  his  business  together. 

12,064.  (2)  The  concession  in  section  157  (2)  of  the 
Income  Tax  Act,  1918,  to  any  individual  or  firm 
charged  under  Schedule  D,  to  pay  tax  in  two  half- 
yearly  instalments  should  extend  also  to  companies, 
The  Section  provides  inter  alia  that  tax  charged  on 
any  individual  or  firm  under  Schedules  B and  D 
shall  be  payable  in  two  equal  instalments  on  the 
1st  day  of  January  and  the  1st  day  of  July,  and 
limited  liability  companies  are  consequently  excluded 
from  this  privilege.  There  does  not  appear  to  be  any 
logical  reason  why  the  privilege  should  not  extend 
to  companies ; on  the  contrary,  the  probability  is 
that  the  profits  of  an  individual  or  even  a firm 
would  be  more  nearly  represented  by  cash  at  the  time 
of  payment  of  tax  than  the  profits  of  a company. 
It  may  be  generally  admitted  that  trading  companies 
in  a large  number  of  cases  are  compelled  to  grant 
longer  credit  than  an  individual  trader  or  a partner- 
ship firm.  Income  Tax  on  a company  is  assessed  on 
its  profits,  irrespective  of  their  distribution.  Of 
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those  profits  only  a portion  would  usually  be  dis- 
tributed. Deduction  of  tax  on  such  distributed 
profits  is,  of  course,  taxation  at  the  source,  on  the 
members  of  the  company,  but  it  would  not  alter 
the  fact  that  a company  should  be  granted  the  same 
privileges  as  an  individual  or  a firm.  There  is  no 
reason  why  the  members  of  a company  (who  would 
in  their  individual  or  partnership  capacity  be  en- 
titled to  the  privilege)  should  be  deprived  of  that 
privilege  when  their  profits  in  a company  are  assessed 
to  Income  Tax. 

The  argument  by  Mr.  Montagu  in  the  House  of 
Commons  on  the  28th  June,  1916,  when  this  question 
was  raised— at  the  instance  of  the  Chartered  Institute 
of  Secretaries — on  section  33  of  the  Finance  (No.  2) 
Act,  1915,  that  companies  deduct  the  tax  from  interest 
payable  to  debenture  holders  or  on  interim  dividends, 
and  retain  the  tax  in  hand  until  they  pay  over  to  the 
Revenue,  and  therefore  have  a very  valuable  privilege, 
is  not  really  relevant.  In  practice  the  company  pays 
over  the  amount  of  liability  to  its  debenture  holders 
or  an  interim  dividend  less  Income  Tax,  but  often  has 
not  at  the  date  of  such  payment  the  actual  cash  set 
aside  to  pay  the  tax.  An  individual  or  a firm  is 
equally,  with  a company,  entitled  to  retain  Income  Tax 
from  interest  that  may  have  to  be  paid  over  to  other 
persons,  so  that  they  are  in  exactly  the  same  position 
from  the  point  of  view  of  privilege,  and  yet  have  been 
granted  an  additional  privilege  of  payment  of  Income 
Tax  in  two  instalments  to  equalize  the  burden  of 
taxation  whilst  companies  are  left  in  the  position  of 
paying  the  whole  amount  of  the  tax  in  January.  It 
appears  to  be  unjust  that  companies  as  an  aggrega- 
tion of  individuals  should  be  placed  in  any  worse 
position  than  individuals  or  firms.  The  company  may 
sometimes  have  the  money  in  hand,  but  so  may  the 
individual  or  firm.  Since,  however,  it  has  been 
thought  wise  to  allow  the  latter  the  possible  use  of  the 
money  for  trading  purposes  for  another  six  months, 
there  is  no  reason  why  an  aggregation  of  individuals 
in  the  form  of  a joint  stock  company  should  not  be 
treated  on  the  same  footing. 

12,065.  (3)  The  existing  law  leaves  it  to  the  Com- 
missioners to  decide  what  is  just  and  reasonable  as 
regards  depreciation  of  plant  and  machinery,  but  pro- 
vides for  an  appeal  to  the  Board  of  Referees  to  deter- 
mine the  deductions  to  be  allowed  if  the  Board  is 
satisfied  that  the  application  is  made  by  or  on  behalf 
of  any  considerable  number  of  persons  engaged  in  any 
class  of  trade  or  business. 

It  is  of  the  utmost  importance  that  deductions  for 
wear  and  tear  and  obsolescence  of  all  assets,  buildings, 
plant  and  machinery  employed  in  trade  or  business 
should  be  placed  upon  as  definite  a basis  as  possible, 
and  the  minimum  deduction  which  the  Commissioners 
must  allow  if  claimed  should  be  fixed  by  Statute. 

In  the  White  Paper  issued  by  the  Board  of  Inland 
Revenue  on  the  31st  July,  1918,  agreed  rates  of  depre- 
ciation are  referred  to  in  a number  of  important  in- 
dustries. [See  Enclosure  B to  Appendix  No.  7 (i).] 
In  the  case  of  the  printing  industry  the  rate  is 
o per  cent,  on  the  written-down  value  for  engines, 
boilers  and  shafting,  which  assumes  a life  of  60 
years.  The  rate  is  7\  per  cent,  on  the  written-down 
value  of  printing  and  binding  machines,  which  assumes 
a life  of  40  years,  and  the  rate  is  10'  per  cent,  on  the 
written-down  value  of  type,  which  assumes  a life  of  30 
years.  It  appears  inconceivable  that  the  printing 
trade  would  confirm  these  estimates  as  the  life  of  the 
assets  in  question. 

In  the  case  of  electric  light  undertakings  and  tram- 
ways, the  rate  is  given  as  3 per  cent,  on  the  written- 
down  value  of  cables : this  assumes  a life  for  the 
cables  of  100  years,  which  would  appear  to  be  impos- 
sible without  their  being  completely  replaced  by  re- 
pairs. The  rates  set  out  for  other  undertakings 
appear  to  be  equally  inadequate. 

The  effect  of  these  high  estimates  of  the  life  of 
various  plant  and  machinery  must  be  that  too  small 
an  amount  is  written  off  for  a period  of  years,  and 
then  a,  heavy  charge  falls  on  one  year  either  under  the 
heading  of  cost  of  repairs  or  as  an  allowance  for  obso- 
lescence where  the  machinery  is  replaced  by  new 
machinery  long  before  the  assumed  life  of  the  original 
machinery  has  expired.  It  is  obviously  extremely 
difficult  to  set  up  a scale  of  depreciation  covering  all 


kinds  of  machinery  and  plant,  but,  nevertheless,  it 
ought  to  be  possible  to  obtain  legislation  preventing 
the  assumption  of  a longer  life  than  20  years  for  any 
plant  or  machinery.  This  would  not  have  any  ultimate 
detrimental  effect  from  the  Inland  Revenue  point  of 
view,  as  the  aggregate  amount  of  deductions  is  limited 
to  the  actual  cost  of  machinery  and  plant,  but  traders 
and  business  men  in  general  who  are  not  in  a position 
to  secure  organised  representation  before  the  Board 
of  Referees,  who  must  be  satisfied  that  applications  are 
made  in  a representative  way,  would  not  then  be  left 
entirely  in  the  hands  of  the  Commissioners  or  have  to 
depend  upon  an  application  being  made  “by  or  on 
behalf  of  any  considerable  number  of  persons  engaged 
in  any  class  of  trade  or  business  ” to  the  Board  of 
Referees  if  the  minimum  deduction  suggested  was 
fixed  by  Statute.  In  the  case  of  mills,  factories  or 
other  similar  premises  used  for  trade  purposes  the 
allowance  under  Rule  5 (2)  Cases  I and  II  of 
Schedule  D is  inadequate  and  should  be  increased  so 
that  the  assumed  life  of  such  premises  shall  not  exceed 
50  years. 

It  is  practically  certain  that  if  the  majority  of  busi- 
ness men  and  traders  had  in  the  past  realized  the 
length  of  time  taken  to  write  off  the  expenditure  on 
plant  and  machinery  at  the  rates  generally  allowed  by 
the  Commissioners,  they  would  long  ago  have  concen- 
trated such  pressure  on  the  Government  of  the  day 
that  legislation,  fixing  a minimum  deduction  which 
the  Commissioners  must  allow  and  leaving  to  the  dis- 
cretion of  the  Commissioners  only  the  allowance  of 
any  deduction  in  excess  of  such  minimum,  would  have 
resulted.  The  inadequate  rates  at  present  allowed 
undoubtedly  have  the  effect  of  inducing  many  business 
men  and  traders  to  make  inadequate  provision  for 
wasting  assets,  and  must  have  a detrimental  effect 
upon  the  whole  industry  of  the  country  and  seriously 
impair  the  vitality  in  times  of  general  trade  depres: 
sion  of  those  companies  whose  depreciating  assets  have 
not  been  rigorously  written-down. 

12.066.  (4)  Under  section  105  (2)  the  secretary  or 
other  officer  (by  whatever  name  called)  is  deemed  to  be 
the  employer  for  the  purposes  of  delivering  returns  of 
officers  and  employees  for  assessment,  and  under 
section  106  the  secretary  is  also  answerable  for  doing 
all  acts  required  under  the  Income  Tax  Act  for  the 
purposes  of  assessment  and  payment  of  the  tax  so  far 
as  the  body  whose  official  he  is  is  concerned.  It  is 
therefore  of  the  first  importance  from  the  point  of 
view  of  the  Revenue  to  ensure  that  he  is  a person 
occupying  a recognized  status  in  his  profession.  The 
official  responsible  under  the  Act  must  be  a person  not 
only  of  reliable  and  sound  business  instincts,  but 
should  be  in  a position  of  having  a professional  repu- 
tation to  lose  through  possible  exclusion  from  member- 
ship of  his  professional  institute  if  his  professional 
rectitude  is  not  maintained.  This  point  is  properly 
recognized  in  section  137  (3)  (c),  where  an  accountant 
who  has  the  right  to  be  heard  in  appeals  must  be  a 
person  who  has  been  admitted  a member  of  an  in- 
corporated society  of  accountants.  The  secretary 
or  other  officer  (by  whatever  name  called)  of  a com- 
pany or  other  body  of  persons  should  for  the  purposes 
of  the  Income  Tax  Act  be  “a  person  who  has  been 
admitted  a member  of  an  incorporated  society.” 

12.067.  (5)  The  Government  Revenue  year  should 
end  on  the  31st  March  instead  of  on  the  5th  April. 
It  would  be  a convenience  to  business  generally  if  the 
Government  Income  Tax  year  were  brought  into  line 
with  the  date,  i.c.,  31st  March,  which  is  usually 
adopted  to  mark  the  end  of  one  of  the  business  periods 
of  the  year,  and  which  has  already  been  adopted  by 
Municipalities  for  the  termination  of  the  year.  The 
historical  basis  for  settling  the  6th  April  should  now 
give  place  to  business  convenience.  Further,  the 
Exchequer  year  terminates  on  the  31st  March. 

Generally. 

12.068.  The  Institute  desires  to  support  the  points 
urged  ih  the  evidence  placed  before  the  Commission  by 
the  Conference  of  Superannuation  Funds  through  Mr. 
John  C.  Mitchell,  F.C.I.S.,  seeking  (a)  that  the  income 
from  their  investments  should  be  exempt  from  Income 
Tax,  and  that  only  pensions  paid  should  be  brought 
into  and  rendered  liable  to  assessmentj  (6)  that  the 
contributions  of  employers  should  be  legally  recognized 
in  all  cases  as  a deduction  from  assessment  to  Income 
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Tax;  (c)  that  the  contributions  of  the  employees 
should  be  allowed  as  a reduction  of  income  for  the 
purposes  of  assessment  to  Income  Tax.  It  also  desires 
to  support  the  points  in  the  evidence  on  behalf  of  the 
Association  to  Protest  Against  the  Duplication  of 
Income  Tax  within  the  Empire  through  Sir  Frederick 
Young,  M.P.,  which  urged  the  provision  of  some 
machinery  for  avoiding  the  double  assessment  to 
Income  Tax  on  the  same  income  in  respect  of  incomes 
at  present  taxed  twice  within  the  Empire. 

[This  concludes  the  evidence-in-chief.'] 

12.069.  Chairman : AVould  you  tell  the  Commission 
what  is  the  Chartered  Institute  of  Secretaries  of 
Joint  Stock  Companies? — It  is  a body  incorporated 
under  Itcyal  Charter  with  the  object  of  furthering 
the  interests  of  secretaries  of  joint  stock  companies, 
and  other  pubiic  bodies^  and  ensuring  their  fitness 
for  their  duties  by  imposing  an  examination  and  a 
period  of  service. 

12.070.  That  is  the  reason  for  its  existence? — Yes. 

12.071.  You  probably  consider  questions  of  finance 
and  other  things  appertaining  to  secretarial  work, 
do  you  not? — Yes. 

12.072.  That  is  the  reason  you  have  kindly  given 
us  this  paper  for  our  examination? — That  is  so. 

12.073.  Chairman : The  Commissioners  will  now  ask 
you  a few  questions  on  it,  and  I will  ask  Mr.  Prety- 
man  to  begin. 

12.074.  Mr.  Preiyman : With  regard  to  your  second 
paragraph  about  abolishing  the  average  system,  what 
is  your  reason  for  that  ? Why  do  you  think  it  is  more 
advantageous  to  assess  on  the  previous  year’s  profit 
than  of  the  average? — I think  that  traders  and  com- 
panies have  found  that  the  three  years’  average  was 
rather  confusing  in  practice,  ana  our  opinion  was 
that,  generally  speaking,  as  we  have  stated  in  our 
evidence-in-chief,  the  ideal  method  of  assessment 
would  be  that  all  individual  companies  and  firms 
should  pay  their  tax  on  the  actual  income  of  the 
year.  That  in  practice,  I suppose,  is  almost  im- 
possible, and  we  therefore  suggested  that  a method 
which  might  be  thoroughly  satisfactory  in  working 
would  be  that  traders  should  pay  tax  on  the  preced- 
ing year’s  ascertained  profits.  That  is  already  done 
in  many  cases,  and,  generally  speaking,  that  was  the 
opinion  we  arrived  at,  that  it  would  be  more  satis- 
factory to  obtain  for  practically  everybody,  in  trade 
or  not  in  trade,  a more  or  less  uniform  system  of 
assessment.  This  Commission  is  well  aware,  as  we 
have  found,  that  there  is  a very  considerable  amount 
of  ignorance  existing  with  regard  to  Income  Tax. 
It  is  regarded  as  something  that  is  very  difficult  to 
understand,  although  they  suppose  it  is  all  right,  and 
they  have  got  to  pay.  It  would  be  much  simpler, 
we  think,  if  it  was  based  on  only  one  year’s  income 
or  assessment. 

12.075.  First  of  all,  on  one  remark  you  made  when 
you  spoke  of  what  you  thought  the  ideal  system,  what 
you  mean  as  the  ideal  system  would  be  that  the  tax 
for  each  year  should  be  paid  on  the  whole  income  of 
the  year  in  that  very  year? — Yes. 

12.076.  You  might  as  well  say  it  is  an  ideal  thing 
to  have  a bit  of  the  moon,  might  you  not? — Well,  I 
cannot  quite  say  so. 

12.077.  How  can  you  pay  in  the  year  on  the  income 
that  is  not  known  or  settled  until  after  the  year  is 
ended? — We  would  suggest  in  that  event,  although  I 
think  the  machinery  would  have  to  be  elaborate,  that 
an  assessment  should  be  made  on  the  income  of  the 
previous  year,  and  that  a demand  should  be  made 
during  the  year  on  that  assessment.  When  the  in- 
come of  the  actual  year  of  assessment  is  being  arrived 
at  by  the  Surveyor,  he  would  arrive  at  the  total  for 
that  year,  and  then  he  would  make  either  an  addition 
or  a subtraction  with  regard  to  the  amount  to  be 
paid,  based  on  the  rate  of  tax  paid  in  the  preceding 
year. 

12.078.  It  "would  involve  two  operations  every  year 
instead  of  one? — Yes;  as  we  state  in  practice  we 
think  that  could  not  be  done;  the  machinery  would 
be  too  elaborate. 

12.079.  It  is  not  much  use  talking  about  ideals  which 
are  impracticable,  is  it? — Of  course,  I do  not  know, 
nor  docs  my  Council  know,  what  is  impracticable  to 
the  Inland  Revenue. 


12,080.  Is  not  that  fairly  obvious?  It  is  not  a 
question  of  the  Inland  Revenue;  it  is  a question  of 
ordinary  common  sense? — I think  we  have  pretty  well 
indicated  in ' our  evidence  that  we  have  come  to  the 
conclusion  that  it  is  impracticable. 

lz,081.  if  a thing  is  impracticable  it  is  not  much 
use  running  after  it? — No;  it  is  probably  a waste  of 
time. 

12.082.  Do  you  not  realize  that  there  is  a perpetual 
conflict  between  the  two  desirables  of  simplicity  and 
fairness? — Yes,  I must  say  that  1 do  recognize  that; 
it  is  one  of  the  things  that  I am  constantly  up  against 
in  business. 

12.083.  Is  it  not  rather  like  the  two  hotels  at 
Limerick? — I am  afraid  I am  not  acquainted  with 
that. 

12.084.  Whichever  you  go  to  you  wish  you  had  gone 
to  the  other? — I think  it  is  very  probable. 

12.085.  Are  you  not  very  liable,  when  you  concen- 
trate on  simplicity  in  a case  like  this,  to  ignore  fair- 
ness and  convenience,  whereas  on  the  other  hand 
where  you  concentrate  on  fairness  and  convenience 
you  are  likely  to  forget  simplicity? — That  may  be  so. 

12.086.  The  existing  Bystem  is  really  a compromise 
between  the  two,  and  it  must  always  be  bo,  whatever 
system  is  adopted,  and  in  order  to  convince  the  Com- 
mission of  your  proposal  for  abolishing  the  average 
and  for  taking  the  previous  year,  would  you  not  havo 
to  show  us  that  it  had  an  advantage  on  balance  be- 
tween those  two  desirables,  and  not  only  on  simplicity? 
— There  is  one  point  that  I must  mention,  and  it  is 
that  assessment  on  an  average  makes  it  possible  for  a 
trader  to  pa}’  on  more  income  than  he  has  actually 
received.  I think  we  pointed  out  in  our  evidence  that 
it  is  equally  possible  for  him  to  pay  on  lees  income 
than  he  has  actually  received. 

12.087.  Is  not  there  an  advantage  to  the  trader  in 
averages  that  his  losses  help  him  in  his  Income  Tax, 
which  on  a system  of  payment  by  every  year  they 
would  not  do? — It  will  be  essential,  if  the  average  is 
abolished,  to  carry  forward  losses. 

12.088.  Then  do  you  not  come  back  to  the  average? 
— Not  exactly.  May  I take  an  imaginary  case  for  the 
moment? 

12.089.  Yes.  —Ignoring  all  questions  of  abatement  oi 
otherwise,  let  us  assume,  for  instance,  that  a tradoi 
t'i  aded  for  six  years  and  had  an  actual  income  in  each 
of  those  six  years  of  £1,500,  and  that  for  the  succeed- 
ing six  years  he  had  an  annual  income  of  £1,(HX).  His 
business  then  stops.  You  will  see  then  that  on  the 
average  system  he  will  have  paid  on  £1,000  more  in- 
come than  he  has  ever  received. 

12.090.  Quite;  but  again  it  is  rather  like  the  two 
hotels.  Whatever  system  you  adopt  you  find  some 
disadvantage  in  it.  Supposing  we  took  your  proposal 
of  every  year.  The  trader  might  make  a large  profit 
in  one  year,  but  in  many  trades  the  profit  is,  as  you 
know,  very  variable  indeed.  Take  farming,  for  in 
stance,  than  which  there  is  nothing  more  variable. 
A farmer  may  make,  especially  with  poor  land,  a good 
profit  one  year  and  a heavy  loss  the  next  year? — The 
farmer  is  assessed  under  a different  Schedule. 

12.091.  Well,  of  course,  he  is  an  exceptional  case, 
and  he  is  assessed  under  another  Schedule,  but  there 
are  other  trades  which  are  very  variable.  Unless  you 
carry  forward  the  losses  he  would  lose  a great  deal 
more;  not  only  would  he  pay  on  more,  but  he  would 
be  paying  at  the  most  inconvenient  time,  and  that 
really  is  almost  more  important.  The  great  advantage 
is  to  be  able  to  pay  when  you  have  got  the  money? — 
When  you  have  a good  year’s  profit  you  know  that 
you  have  the  next  year  to  pay  tax  on  the  profits  of 
that  year,  and  it  would  be  the  height  of  folly  to  spend 
or  distribute  that  money  without  having  made  pro- 
vision for  the  tax  that  you  would  have  to  pay  in  the 
following  year. 

12.092.  Then  if  you  have  done  that,  and  you  have 
got  a Iosb  the  following  year,  the  time  may  be  very 
inconvenient;  you  would  like  to  have  money  to  make 
good  your  losses? — That  might  be  so. 

12.093.  I do  not  mind  what  provision  you  make,  dl  is 
very  inconvenient  to  have  to  pay  money  when  you 
have  not  got  it? — Yes,  most  inconvenient. 

12.094.  Then,  of  course,  also,  would  not  your  pro- 
posal result  in  a company  paying  tax  in  respect  of  its 
profits,  say,  of  the  year  1919  in  January  and  July  of 
1921?— In  January  of  1921. 
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12.095.  It  is  to  bo  half-yearly? — Not  for  companies. 

12.096.  Yes;  you  ask  that  further  down? — We  are 
asking  for  it,  but  that  is  not  the  state  of  the  law  at 
the  present  time. 

12.097.  You  must  bear  in  mind  I am  taking  it  on 
your  proposal?— I beg  your  pardon. 

12.098.  I said  on  the  proposals  made  in  your  paper, 
taken  as  a whole,  a company  would  be  taxed  on  its 
1919  profits  in  January  and  July,  1921? — Yes. 

12.099.  But  meantime  the  shareholders  would  have 
been  claiming  deductions  on  that  Income  Tax  which 
has  never  yet  been  paid? — Yes,  that  would  be  so, 
but  to  a greater  extent  if  average  is  continued. 

12.100.  Do  you  think  that  if  you  take  all  those 
things  into  consideration  there  is  any  real  advan- 
tage? Do  you  not  think  we  could  get  a good  many 
traders  to  make  a plea  for  the  average? — I can  quite 
conceive  that  you  could.  If  you  could  do  away  with 
the  possibility  of  the  trader  paying  on  more  income 
than  he  actually  receives,  then  I am  not  sure  that 
the  objection  to  the  average  could  be  very  strong, 
it  having  been  in  practice  for  so  many  years. 

12.101.  That  is  an  important  answer.  But  your 
real  point  is  that  you  want  to  ensure  that  no  trader 
or  company,  under  any  circumstances,  should  pay  on 
more  income  than  they  actually  earn? — That  is  so. 

12.102.  That  is  really  all  the  point  there  is  in  it? 
— That  is  the  real  point  behind  it. 

12.103.  And  if  that  can  be  obtained  without  up- 
setting all  the  machinery  and  giving  up  all  the 
advantages  of  the  average,  that  would  be  better, 
would  it  not? — I think  perhaps  it  would.  I would 
not  go  so  far  as  to  say  that  that  is  the  only  reason. 
I think  there  is  something  to  bo  said  for  the  con- 
venience of  an  assessment  on  an  individual  year  as 
opposed  to  calculations,  which  are,  of  course,  in  many 
cases  comparatively  simple  when  there  is  an  expert 
working  upon  them,  but  there  are  not  always  experts 
available  to  deal  with  the  matter. 

12.104.  After  all,  making  a three  years’  average 
is  not  a very  difficult  operation? — No,  and  as  time 
goes  on  we  hope  that  everybody  will  be  more  fully 
conversant  with  the  law  as  regards  Income  Tax. 

12.105.  On  the  point  of  the  half-yearly  payment 
instead  of  the  annual  payment  by  companies,  as  you 
suggest,  is  not  the  only  object  of  the  half-yearly 
payment  to  enable  small  individual  taxpayers,  or 
individual  taxpayers  who  may  find  a difficulty  in 
laying  hands  on  such  a large  sum  when  the  tax  is  so 
high,  to  divide  their  payment  and  make  it  more 
easy  for  them? — Does  not  that  apply  all  the  way  up. 

12.106.  Does  that  also  apply  to  companies? — An 
individual  trader  or  firm  may,  I should  imagine,  be 
in  receipt  of  a very  considerable  income.  There 
are,  I think,  only  16,000  public  companies  on  the 
register,  and  there  are  50,000  private  companies  on 
the  register.  Those  private  companies  have  lost 
their  privilege,  when  they  became  private  companies, 
of  paying  tax  in  two  installments,  though  they  are, 
to  all  intents  and  purposes,  otherwise,  in  the  position 
of  the  individual  trader  or  firm.  So  that,  even 
taking  it  upon  the  smaller  incomes,  the  50,000  private 
companies  have  lost  that  privilege,  and  there  are  only 
16,000  public  companies.  It  is  not  within  my  abso- 
lute knowledge,  but  I would  suggest  that  there  are  a 
very  large  number  of  big  private  firms  making  enor- 
mous profits,  who  have  this  privilege. 

12.107.  But  you  have  to  draw  the  line  somewhere, 
and  if  you  take  the  category  of  individual  Income 
Tax  payers,  they  will  include  almost  all  the  small 
taxpayers.  If  you  tako  the  category  of  companies, 
there  will  be  some  who  are  not  as  well  off  as  certain 
individual  firms,  but,  broadly  speaking,  companies 
as  a whole  find  no  difficulty  in  paying  the  tax 
annually? — They  may  or  may  not.  Of  course,  com- 
panies do  not  always  find  that  their  profits  become 
cash  directly  they  have  made  them,  from  the  book 
point  of  view,  or  from  the  Income  Tax  point  of  view. 
With  regard  to  that  question  of  the  dividing  line,  I 
rather  think  that  the  real  position  was  that  the 
Government  felt  at  that  time,  1915,  when  thiB  point 
was  being  considered,  that  there  would  be  too  large 
a deferment  of  Income  Tax  receipts.  It  seems  to 
me  that  that  is  possibly,  we  may  say,  the  fatal  bar 
to  it — that  it  might  mean  deferment.  Of  course,  I 
cannot  tell  the  amount  for  certain,  but  I assume  that 
it  might  conceivably  be  as  much  as  £50,000,000. 


12.108.  Is  not  that  exactly  the  point — that  where 
it  is  really  essential  in  the  interests  of  the  taxpayer 
that  this  deferment  should  be  allowed,  it  is  allowed, 
but  in  view  of  the  loss  that  you  refer  to,  it  can 
only  be  allowed  where  it  is  really  essential?  It  is 
really  essential  in  the  case  of  the  small  payer.  Also, 
coming  back  to  your  own  principle  of  simplicity,  you 
must  draw  a simple  line;  and  because  the  individual 
payers  are  the  poor  payers,  the  big  individuals  get 
the  advantage  at  the  same  time,  for  the  sake  of 
simplicity.  The  balance  of  advantage  in  the  case 
of  individuals  appears  to  be  one  way;  the  balance  of 
advantage  in  the  case  of  companies  goes  the  other 
way.  Obviously  an  anomaly  is  involved? — I am  not 
quite  sure  why,  otherwise  than  on  the  question  of 
deferment,  a line  was  necessary  at  all — why  the 
privilege  should  not  be  given  altogether. 

12.109.  For  the  very  reason  you  give;  there  would 
be  £50,000,000  deferment? — That  was  in  1915,  I 
think,  when  that  reason  was  given.  The  pressure 
of  money  for  the  war  was  absolutely  extreme.  Of 
course,  admittedly,  it  is  extreme  to-day,  but  the 
Income  Tax  is  higher  to-day. 

12.110.  That  makes  it  more  necessary,  does  it  not? 
The  higher  the  Income  Tax  and  the  greater  the 
pressure,  the  more  the  principles  we  have  been  dis- 
cussing apply? — And  also  the  greater  the  difficulty 
of  having  the  cash  ready  to  hand  over. 

12.111.  Then  about  deductions  for  wear  and  tear, 
obsolescence,  and  so  on;  we  have  had  a good  deal 
of  evidence  on  that  point.  I only  want  to  ask  you 
just  one  or  two  questions  on  that.  Do  you  suggest 
that  that  part  of  a fund  which  is  for  the  replace- 
ment of  actual  capital,  and  is  not  interest,  should 
be  exempt  from  Income  Tax? — I am  afraid  I do  not 
quite  follow.  What  we  are  suggesting  there  is  mainly 
that  the  assumption  of  life  of  plant  and  machinery 
shall  not  be  as  great  as  it  usually  has  been  in  practice 
up  to  the  present.  In  other  words,  what  we  are 
asking  is  that  the  rate  of  depreciation  on  a depre- 
ciating value  shall  be  increased  up  to  a minimum, 
still  leaving  the  right  of  appeal  in  exceptional  cases; 
first  of  all,  of  course,  to  endeavour  to  persuade  the 
Surveyor,  then  to  appeal  to  the  Commissioners;  and 
then,  if  the  necessary  backing  is  obtained,  to  make 
an  application  to  the  Board  of  Referees.  But  at 
present,  under  the  practice,  as  I understand  it,  it 
is  quite  possible  for  the  same  class  of  plant  and 
machinery  to  have  different  rates  of  depreciation  in 
different  parts  of  the  country,  and  the  trader  is  not 
in  a position  to  know  that  he  can  of  right  claim  a 
reasonable  amount  for  depreciation.  He  can  only 
ascertain  that  as  a result  of  negotiation  with  the 
Surveyor,  in  many  cases. 

12.112.  Under  the  present  Act,  any  consideral  le 
body  of  traders  can  go  to  the  Board  of  Referees 
and  get  their  case  considered,  and  the  cases  that  you 
refer  to  out  of  the  White  Paper  are  cases  where  there 
has  been  an  actual  agreement  between  the  Revenue 
and  the  representatives  of  the  industry? — I am  not 
quite  sure  whether  the  Inland  Revenue  go  so  far 
as  that  in  their  statement — that  there  has  been  an 
actual  agreement.  If  I may  turn  to  the  White  Paper 
foi  a moment,  it  is  stated  that  “ Although  no  fixed 
scale  of  allowance  is  prescribed  by  law,  definite  rates 
of  depreciation  on  different  classes  of  machinery  have 
been  agreed  upon  for  uniform  application — subject  to 
the  concurrence  of  the  respective  bodies  of  Income 
Tax  Commissioners — in  a number  of  important  indus- 
tries as  the  result  of  applications  by  representatives 
of  the  industries  to  the  Board  of  Inland  Revenue.” 
[Enclosure  B to  App.  No.  7 (i),  para.  4.]  Now  I 
notice  that  they  are  called  “ agreed  rates.”  I know 
in  one  particular  case  that  the  agreement  consisted 
of  the  trade  desiring  to  obtain  a greater  rate  for 
depreciation ; the  Inland  Revenue  did  increase  the 
rate  to  some  extent,  but  not  nearly  as  far  as  was 
asked.  Beyond  that  there  was  no  absolute  agree- 
ment. 

12.113.  You  mean  they  did  not  willingly  accept  .t? 
— They  did  not  willingly  accept  it;  they  simply  had 
to  take  what  they  oould  get.  Of  course  I am  net 
aware  whether  that  prevails  in  other  cases  with  re- 
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gard  to  this  statement;  and,  furthermore,  it  does 
appear  to  us  that  it  is  a rate  of  depreciation  for 
classes  of  machinery,  more  than  for  classes  of  trade, 
that  is  required.  I am  not  quite  sure  whether  1 
shall  be  able  to  elaborate  this  very  plainly  to  you. 
I should  like  to  make  the  point  very  plain,  if  I can. 
I would  like  to  see  a reasonable  number  of  classes  of 
machinery  set  up,  such  as  generating  plant;  pro- 
bably that  might  have  to  be  sub-divided ; and  then 
there  would  be  a fixed  plant,  machine  tools,  and  so 
forth — not  too  elaborate  a list  of  machinery.  There, 
again,  I am  not  quite  sure  how  this  could  be  arrived 
at,  whether  it  should  be  as  the  result  of  an  applica- 
tion by  experts,  or  an  argument  by  experts,  we  will 
say,  before  such  a body  as  the  Board  of  Referees. 
I only  suggest  that. 

12,114.  You  are  not  forgetting  simplicity  are  you? 
— No;  I want  this  to  be  statutory.  Then,  having 
fixed  an  assumed  life,  if  you  like,  call  it  a rough 
and  ready  assumed  life,  for  each  class  of  machine, 
the  trader  would  have  a statutory  right  to  a rate  of 
depreciation  which  would  meet  that  assumed  life. 
If  he  wants  more,  then  he  must  make  the  ordinary 
form  of  appeal,  or  get  his  trade  to  make  an  applica- 
tion to  the  Board  of  Referees.  But  I suggest  that 
if  a reasonable  assumption  of  life  was  set  up  and 
made  statutory,  the  machinery  would  be  very  much 
lessened,  and  that  discussions  with  Surveyors  or 
appeals  to  the  Commissioners  would  be  very  much 
lessened . 


1_,115.  The  difference  between  what  you  propose 
and  what  is  done  now,  is  that  you  want  the  life 
™a_r ®’  statutory,  and  you  want  the  machinery  classi- 
fied?— Yes. 

12.116.  Otherwise  what  you  propose  is  exactly  what 
is  done  now? — And  a minimum  life.  I would  not 
suggest  a ridiculously  low  life. 

12.117.  You  suggest  that  a minimum  life  should  be 
made  statutory,  and  that  the  machinery  should  be 
classified  ? — Yes. 

tory^Tes^^6^136'  ^ pre66nt  sFstem  satisfac- 

12.119.  Of  course  those  would  be  very  considerable 
changes  ?— The  percentage  should  be  worked  on  a 
depreciating  basis  as  at  present;  because  we  recog- 
nize that  there  would  be  a very  serious  objection 
from  the  Inland  Revenue  point  of  view,  to  making 
the  depredation  based  on  a percentage  of  the  actual 
cost.  From  the  Inland  Revenue  point  of  view,  we 
can  see  that  there  might  be  very  serious  objections 
to  that;  whereas  under  the  present  practice  of  an 
allowance  on  a depreciating  basis,  they  can  check 
whether  a fair  claim  is  being  made,  or  whether  there 

rbiww^'n  hf0"13  lmagine  they  could  probably 
cli  u that.  On  the  percentage  of  actual  oost  a very 
system  would  have  to  be  set  up. 

12.120.  You  mean  the  cost  of  repairs?— Not  on  the 
cost  of  repairs,  but  with  keeping  a record  of  each 

Td  an  0<>uld  done>  that  is  hot  impossible, 
but  rt  would  be  very  elaborate. 

the  t?m'  0f  c<rar!®  i4  Tary  very  much  with 

naturally  k™  th°  maohme  was  bought?— Yes, 

nuiti1™  14  "ct  W bs  very  “P™*™  and  difficult,  I 

account6  in 'tbHcVe  7°"  take?  <'omP°u"d  interest  into 
account  in  the  figures  you  have  illustrated  ?— No  I 
have  not  taken  compound  interest  into  account. 
I2.123-  Assuming  that  money  is  put  aside  for  re- 

tJentfd™*  111111  !teulesca"ce,  ought  not  that  to  be 
treated  as  earning  compound  interest?— I am  not 
quito  expert  enough  to  know  that.  I imagine  that 
t at  would  be  included  in  the  word  “ reasonable 
the  amount  of  reasonable  wear  and  tear  that  is 
allowed;  and  I think  that  the  rate  allowed  by  the 

mcmmtS1andStb  f°r  mstance-  tak<>  that  into 

life  whi’  u "d  tberof°re.  <?f  course,  the  assumption  of 

wLtxagg^tedr.red  *°  m W is  — 

my  d°  ■7°n  suSSest  that  there  should  be 
legislation  presuming  that  there  should  be  never  a 
longer  hfe  than  20  years  for  any  plant  or  machinery? 

hiSlv  “b't'"”1'®-?1111  20  ■TGarS>  does  not? — Cer- 

tainly, but  is  it  economical?  Is  it  good  for  the 

country  that  plant  shall  be  prolonged  L long  as  it 
will  practically  hurt,  although  possibly  you  are  Cine 
money  heavily,  both  in  wages  and  efficiency,  by  run? 


ming  that  plant  too  long?  20  years,  obviously,  is  an 
arbitrary  figure.  Some  might  be  worked  economically 
very  much  longer,  but  inasmuch  as  the  Inland 
Revenue,  on  a depreciating  percentage  basis,  are 
never  allowing  depreciation  for  a greater  amount 
than  the  original  cost,  wo  submit  that  no  very  great 
harm  would  be  done  if  a mistake  of  a'  small  number 
of  years  had  been  made  in  estimating  the  life,  and 
if  the  plant  did  prove  to  be  economically  able  to  go 
on  for  a further  number  of  years.  I do  not  know 
whether  I ought  to  go  on  with  a line  of  argument  such 
as  this,  but  the  country  has  been  hearing  a great  deal 
of  late  on  this  question  of  efficiency;  and  I think  you 
gentlemen  must  be  fully  aware  that  the  practice  in 
this  country  has  in  the  past  been  very  bad  in  that 
respect ; the  trader  has  been  very  lax  in  throwing 
out  uneconomical  machinery. 

12.125.  Chairman:  When  you  have  got  your 

machinery,  you  do  not  look  back  and  see  what  amount 
has  been  allowed  for  depreciation  on  it.  I do  not 
think  one  man  in  a hundred  ever  looks  to  see  what 
the  machinery  has  cost? — I think  a Board  of  directors 
would  very  probably  ask,  when  they  were  considering, 
say,  installing  a new  generating  plant,  “ How  much 
does  this  generating  plant  stand  at  upon  our  books?” 

12.126.  I have  never  known  it  to  be  done  in  an 
efficient  organisation.  Do  you  suggest  that  they  look 
at  it  and  work  it  another  year  because  of  the  depre- 
ciation?— You  are  speaking  now  obviously  of  a very 
big  concern,  where  the  question  of  a few  thousand 
pounds  on  a new  generating  plant,  or  anything  of 
that  sort,  is  a matter  of  very  little  importance. 

12.127 . Mr.  Pretyjnan : I know  something  about 
much  smaller  concerns,  where  one  or  two  thousand 
pounds  is  of  very  great  importance,  and  I can  confirm 
exactly  what  the  Chairman  says.  Your  argument,  it 
seems  to  me,  would  have  very  great  force  if  replace- 
ment was  the  condition  of  the  allowance  for  deprecia- 
tion. But  replacement  is  not  a condition  in  any  way. 
You  get  your  allowance  whether  you  replaco  or 
whether  you  do  not,  and  you  get  just  the  same 

allowance  however  long  you  keep  your  machinery? 

Yes,  but  it  is  only  the  question  of  payment  of  Income 
Tax.  The  amount  remaining  standing  on  the  books 
of  the  company  at  the  time  when  scrapping  takes 
place  has  to  be  written  off  that  year’s  accounts,  off 
that  year’s  profits,  apart  from  the  question  of  their 
having  to  pay  tax.  They  have  to  take  that  into 
consideration. 


12.128.  Yes,  I know,  but  I do  not  see  that  it  makes 
it  in  any  way  obligatory,  or  even  very  desirable,  to 
replace  the  machine.  What  do  they  gain  by  it?— 
They  gain  by  the  fact  that  if  the  life  had  been,  we 
will  say,  more  accurately  presumed,  they  would  Eave 
such  a small  amount  standing  on  their  books  as  the 
value  of  the  machine  at  the  time,  that  it  would  bo 
negligible. 

12.129.  Mr.  Walker  Clark:  It  is  not  necessary  that 
tho  Incomo  Tax  depreciation  should  govern  the  de- 
preciation allowed  by  a firm ?— Certainly  not;  I quite 
understand  that. 

12.130.  Sir  W.  Trowcr:  May  I put  a general  pro 
position  and  ask  you  if  you  think  this  is  a fair 
way  of  stating  it : that  an  annual  allowance  should 
be  made,  spread  over  such  a number  of  years  as 
would,  if  expressed  by  a sinking  fund,  restore  the 
whole  capital  employed?— I am  afraid  I did  not  quite 
understand  that. 


■ — 1 • i . yucBuuju.  j wanted  to 

arrive  at  what  is  fair  as  a general  principle  in  your 
?Pin*°n*  Would  this  be  a fair  way  of  expressing 
it:  that  an  annual  allowance  should  be  made  to  the 
trader,  spread  over  such  a number  of  years  as  would, 
it  expressed  by  a sinking  fund,  restore  the  whole 
capital  employed  in  plant  and  machinery?— Yes,  I 
should  think  that  would. 

12,132.  Mi-.  Walker  Clark : In  paragraph  4 you 
sav:  1 he  secretary  or  other  officer  (by  whatever 

name  called)  of  a company  or  other  body  of  persons 
should  for  the  purpose  of  the  Incomo  Tax  Act  be  a 
person  who  has  been  admitted  a member  of  an  ‘ incor- 
porated society.’”  What  exactly  docs  that  mean? 
I am  quoting  your  own  words?— That  was  intended 
to  mean  a person  who  has  been  admitted  a member 
ot  a professional  incorporated  society  or  institute. 
I must  confess  that  the  wording  is  a little  loose. 
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12.133.  Then  a doctor  would  be  eligible? — I think 
be  would. 

12.134.  And  a lawyer? — Certainly,  and  an  ac- 
countant. 

12.135.  Provided  he  was  a member  of  an  in- 
corporated society? — A professional  incorporated 
society. 

12.136.  But  the  chief  accountant  of  a railway  com- 
pany, dealing  with  many  millions,  who  was  not  a 
member  of  an  incorporated  society,  would  not  be 
eligible? — That  is  so. 

12.137.  And  you  think  that  is  desirable? — Of  course 
this  evidence  is  dealing  with  Inland  Revenue  matters, 
but  very  serious  responsibilities  are  thrown  upon  the 
officials  of  public  companies  under  the  Companies 
Acts.  They  have  all  sorts  of  responsibilities  affid 
are  liable  to  all  sorts  of  penalties.  I daresay  some 
of  you  gentlemen  have  come  across  instances  in  the 
past  where  it  has  been  considered  that  practically 
anybody  could  be  appointed  a secretary  of  a company. 
We  are  hoping  that  in  the  course  of  years  that  will 
bo  stopped. 

12.138.  May  I point  out  that  this  is  nothing  to 
do  with  a company.  It  says : “or  other  body  of 
persons.”  It  may  be  me  and  my  partners;  and  we 
are  not  dealing  with  the  Companies’  Acts,  we  are 
dealing  now  purely  with  the  Income  Tax  Act? — You 
will  notice,  with  regard  to  that,  that  you  do  exclude 
the  chief  accountant  of  a railway  company  when  it 
is  a question  of  appeal.  In  the  case  of  an  accountant 
who  is  entitled  to  appear  before  the  Commissioners, 
he  must  be  a member  of  an  incorporated  society, 
and  that  does  exclude  the  chief  accountant  of  a 
railway. 

12.139.  Unless  he  is  admitted  to  the  appeal  as  an 
employee,  he  is  admitted  as  an  employee  whether 
he  is  a member  of  an  incorporated  society  or  not? — 
Not  for  the  purpose  of  that  section. 

12.140.  I want  to  point  out  that  this  is  an  altera- 
tion in  the  law  of  a very  far-reaching  description, 
and  I want  to  find  out  whether  your  society  and 
you  recommend  us  to  go  as  far  as  this  paragraph 
goes.  That  is  the  point? — Certainly  we  do. 

12.141.  Then  I shall  not  support  you? — No,  I am 
afraid  perhaps  that  may  be  so. 

12.142.  Mr.  McTAntock : Did  I understand  you  to 
say  that  you  considered  it,  on  the  whole,  impracticable 
to  assess  on  the  basis  of  the  preceding  year? — No;  that 
is  certainly  practicable ; but  it  is  impracticable  to 
assess  on  tbe  actual  year’s  income. 

12.143.  On  the  question  of  your  assumed  rate  for 
depreciation,  I think  you  will  agree  that  if  there  were 
an  assumed  rate,  it  would  probably  be  lower  than  the 
general  rate  that  is  given  to-day? — I am  not  assuming 
that.  I am  assuming  that  the  present  rates,  on  the 
whole,  are  on  the  low  side ; not  in  every  case  on  the 
low  side,  but  that  as  a whole  they  are  on  the  low  side. 
When  you  assume  a life  of  35,  40,  or  45  years  for  plant 
or  machinery,  it  is  not  economical  at  the  end  of  that 
period,  and  usually  it  should  be  scrapped  long  before 
the  expiration  of  that  period.  The  idea  would  be  to 
get  rather  nearer  the  actual  life. 

12.144.  It  is  not  the  province  of  the  Inland  Revenue 
to  give  such  a rate  if  the  holder  of  plant  does  not 
think  fit  to  scrap  it? — No. 

12.145.  I suggest  to  you  that  if  you  have  a statutory 
assumed  rate,  it  must  of  necessity  be  a low  rate,  to 
take  into  account  the  firms  who  handle  their  plant  in 
the  most  efficient  way,  and  who  repair  it  and  take 
every  care  of  it.  It  must  be  a low  assumed  rate? — 1 
would  suggest  making  an  allowance  for  that.  Sup- 
posing the  argument  were  that  for  a particular  classi- 
fication of  plant  or  machinery  the  assumed  life  should 
be  25  years,  and  also  it  was  argued  that  the  assumed 
ire  should  be  35  years,  obviously  in  such  a case  as  that 
the  mean  would  meet  the  case  of  the  trader  who  looks 
after  the  plant  well  and  the  man  who  looks  after 
the  plant  badly.  I return  to  the  point  that  in  no 
event  would  the  Inland  Revenue  allow  depreciation 
which  amounts  to  more  than  the  cost  of  the  plant;  so 
that  a few  years  one  way  or  the  other  would  not  make 
much  difference. 

12.146.  You  recognize  that  that  is  not  only  going  to 
throw  a very  heavy  burden  on  the  Inland'  Revenue, 
but  also  on  the  taxpayer,  if  he  has  to  know  exactly 


what  piece  of  plant  is  to  be  taken  out  of  his  book  for 
depreciation  purposes.  The  average  trader  would  find 
it  so  much  trouble  to  keep  all  his  plant  separate  for 
Income  Tax  purposes? — I was  not  suggesting  that.  I 
suggested  that  the  depreciation  should  still  continue 
to  be  calculated  upon  the  depreciating  value,  so  that  if 
the  plant  did  run  on  for  a longer  period,  they  would 
still  not  receive  an  allowance  of  a greater  amount 
than  the  cost  of  the  plant. 

12.147.  Have  you  considered  the  many  thousands  of 
undertakings  at  present  which  would  have  the  greatest 
possible  difficulty  in  getting  a commencing  value? — 
The  only  difficulty  there,  I think,  would  be  to  take 
the  plant  and  machinery  schedule  and  divide  it  into 
the  classes  set  up  by  Statute ; and  that,  I think,  is  not 
impracticable. 

12.148.  You  think  that  is  a practicable  proposition 
to  do  that  as  a fresh  start? — I think  it  would  necessi- 
tate the  services  in  many  cases,  undoubtedly,  of  ac- 
countants. I do  not  know  whether  I ought  to  mention 
this,  but  I happen  to  be  connected  with  a big 
engineering  concern  that  has  been  going  many  years ; 
I do  not  want  the  work,  but  I think  I would  under- 
take to  get  it  separated  into  the  classes  when  they 
were  set  up.  It  would  take  some  time  to  do,  but  I 
could  get  it  done. 

12.149.  Present  book  values  have  probably  no  rela- 
tion whatever  to  their  real  values? — No,  but  I can 
ascertain  at  what  value  any  particular  item  of  plant 
is  standing  in  our  books,  I know  what  year  it  was 
bought,  and  I know  what  it  originally  cost  us;  there- 
fore I do  not  think  it  is  insuperable  to  obtain  such  a 
classification  as  that.  I quite  agree  that  it  would  be 
difficult  in  some  cases,  where  accurate  records  have  not 
been  kept.  It  would  be  very  difficult  then. 

12.150.  Your  view  is  that  traders  would  welcome  a 
change  such  as  you  advocate? — I do  not  know  about 
traders  in  general.  I am  speaking  on  behalf  of  the 
Chartered  Institute  of  Secretaries  and  officials  of 
fairly  big  companies. 

12.151.  Then  on  the  question  of  the  rate  being  too 
low,  and  assuming  a longer  life  than  the  real  life, 
in  the  event  of  replacement,  the  present  obsolescence 
allowance  goes  some  way  to  meet  that  difficulty?— 
Undoubtedly  it  does,  but  I would  like  to  bring  down 
the  amount  left  to  a lower  value  when  obsolescence 
takes  place. 

12.152.  That  is,  that  the  allowance  for  obsolescence 
to-day,  in  your  view,  is  too  big? — It  may  be,  and  I 
think  in  most  cases  it  will  be  bigger  than  it  ought  to 
be. 

12.153.  Still,  you  get  it? — You  get  it.  May  I just 
say  that,  although  that  was  threshed  out  in  1897, 
as  the  result  of  a letter  from  the  Treasury  to  the 
Association  of  Chambers  of  Commerce,  I believe  in 
connection  with  a case  in  Leicester,  in  that  letter  it 
stated  that  when  other  cases  arose  in  other  parts  of 
the  country,  it  would  be  made  known  to  the  Surveyors 
of  Taxes;  but  it  was  not  until  1918  that  this  became 
a statutory  right,  or  that  a very  large  number  of 
traders  were  aware  of  the  fact  that  they  could  obtain 
an  allowance  for  obsolescence.  That  is  why  I suggest 
it  is  very  important  to  get  a statutory  allowance, 
not  resting  wholly  ou  practice. 

12.154.  It  does  not  rest  on  the  Leicester  letter  to- 
day ? — No. 

12.155.  And  those  whef  were  ignorant  of  the  Leicester 
letter  before  it  became  the  general  practice,  are  still 
getting  depreciation  on  plant  which  is  no  longer  in 
use  on  their  premises? — That  may  be. 

12.156.  Is  it  not  so? — But  it  does  not  amount  to 
moro  than  the  original  cost. 

12.157.  I know,  but  they  are  still  getting  that 
measure  of  relief.  I mean  they  have  not  been 
penalized? — No;  they  have  not  been  penalized,  I 
admit,  but  you  must  bear  in  mind  that  in  some 
cases  they  may  have  written  the  value  out,  being 
unaware  of  the  fact  that  they  were  entitled  to  go 
ou.  Ignorance  of  the  law— or  rather  of  the  practice 
— I suppose,  is  no  answer. 

12.158.  Mr.  Kerly : It  is  suggested  that  if  com- 
panies pay  by  half-yearly  instalments,  there  will  bo  a 
postponement  of  a substantial  part  of  the  tax  for  a 
particular  year? — That  is  so. 
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12.159.  Would  there  bo  any  difficulty  in  offering  a 
company  the  option  of  making  its  first  half-yearly 
instalment  in  advance,  instead  of  paying  £1,000  in 
January? — Antedate  the  first  payment? 

12.160.  Anticipate  the  first  half-yearly  payment, 
and  postpone  the  other  one.  You  would  get  at  tho 
average  in  that  way,  would  you  not? — Yes,  hut  they 
would  still  not  be  receiving  the  privilege  that  firms 
and  individual  traders  receive,  and  it  would  hardly 
he  acceptable  for  them  to  he  placed  in  possibly  a 
worse  position  than  thely  are  in  now. 

12.161.  You  suggest  that  the  secretary  of  a company 
(I  will  leave  out  firms)  should  he  a member  of  some 
chartered  institute? — That  is  so. 


12.162.  Are  there  not  a great  number  of  companies 
which  are  farmed  out  by  a gentleman  who  is  nominally 
secretary  to  a very  great  many  of  them? — There  are 
a certain  number,  not  a very  large  number,  but  there 
are  some.  As  an  actual  fact,  you  have  joint  stock 
companies  acting  as  secretaries  in  some  cases. 

12.163.  You  would  have  to  deal  with  that  possi- 
bility, if  you  introduced  any  such  legislation  as  you 
suggest? — That  is  so;  and  with  regard  to  joint  stock 
companies  acting  as  secretaries,  they  are  placing 
themselves  in  a rather  peculiar  position  as  regards 
responsibilities  already  under  the  Companies’  Acts. 
The  Chartered  Institute  of  Secretaries  strongly  object 
to  joint  stock  companies  acting  as  secretaries. 


Mr.  A.  E.  Piggott  and  Mr.  H.  W.  Litteer,  F.C.I.S.,  called  and  examined. 


The  witnesses  handed  in  the  following  statements 
as  their  evidence- in-chief  . - 

Evidence-inchief  of  Mr.  Arthur  Edwin  Piggott, 
Fellow  of  the  Society  of  Accountants  and  Auditors 
Incorporated,  Member  of  the  Council  of  the 
Society,  Honorary  Secretary  to  the  Manchester 
and  District  Society  of  Incorporated  Accountants, 
Secretary  to  the  Manchester  Home  Trade 
Association,  the  Silk  Association  of  Great  Britain 
and  Ireland  Incorporated,  and  the  Manchester 
Crematorium  Limited.  In  general  practice  as  an 
incorporated  accountant,  at  No.  56,  Mosley  Street, 
Manchester,  under  the  style  or  firm  of  Arthur  E. 
Piggott  & Co.,  appearing  on  behalf  of  the  Crema- 
tion Society  of  England,  the  London  Cremation 
Co.,  Limited,  the  Manchester  Crematorium, 
Limited,  the  Birmingham  Crematorium,  Limited, 
the  Scottish  Burial  Reform  and  Cremation 
Society,  Limited,  the  South  Metropolitan  Ceme- 
tery Co.,  and  on  behalf  of  cremation  authorities 
generally.  Mr.  Piggott  also  tenders  some  evi- 
dence of  a general  nature  as  a practising 
accountant. 

In  his  representative  capacity  Mr.  Piggott  wishes  to 
lav  before  the  Commission  the  following:  — 

12.164.  (1)  No  annual  profit  can  arise  from  an 
undertaking  until  the  annual  wastage  of  those  assets 
exhausted  in  earning  the  profit  has  been  provided  for 
out  of  revenue. 

12.165.  (2)  That  there  should  be  some  provision 
specifically  for  the  allowance  of  all  charges  necessary 
to  produce  revenue. 

12.166.  (3)  The  object  of  Income  Tax  being  to  tax 
income,  sound  accountancy  demands  that  net  income 
shall  be  ascertained  only  after  provision  has  been  made 
for  all  expenses  incurred,  these  expenses  being  then 
set  against  the  receipts  accrued  or  accruing  during  the 
period — the  balance  giving  the  result  of  the  trading. 

12.167.  (4)  The  particular  points  in  regard  to  crema- 
torium undertakings  arise : — 

(a)  in  connection  with  the  actual  process  of 
cremation,  and 

(5)  the  provision  of  columbaria  for  the  reception 
of  urns  containing  cremated  human 
remains. 

(a)  Repairs  to  furnaces.— The  cost  of  these  should 
be  allowed  in  the  accounts  as  and  when  incurred,  and 
in  addition  allowances  for  wear  and  tear  of  the  fur- 
naces, spread  over  the  agreed  estimated  life. 

(b)  Provision  of  columbaria. — This  question  is  be- 
coming increasingly  important  because  of  the  increase 
of  cremation.  In  existing  circumstances  the  crema- 
tion undertakings  are  required  by  the  Income  Tax 
authorities  to  bring  in  for  Income  Tax  assessment  the 
whole  of  the  receipts  derived  from  the  sale  of  niche 
Bpaces  in  the  columbaria,  while  the  expenditure  in- 
curred in  erecting  the  columbaria  and  providing  these 
niche  spaces  is  treated  for  revenue  purposes  as  capital 
expenditure.  This  expenditure  alone  makes  income 
from  niches  possible,  but  niches  are  exhausted  in  the 
process.  I submit  that  the  existing  practice  requires 
alteration.  Two  concrete  illustrations,  are  submitted, 
A and  B,  as  typical  of  all  crematoria  that  provide 


accommodation  for  the  deposit  of  urns  other  than  by 
means  of  the  provision  of  gravo  spaces  (which  latter 
aspect  is  being  dealt  with  by  Mr.  H.  W.  Littler, 
F.C.I.S.,  on  behalf  of  cemetery  undertakings).  Mv 
ovidence  is  in  regard  to  the  provision  of  columbaria,  of 
which  there  are  two  main  kinds:  — 

(a)  a building  devoted  wholly  to  that  purpose,  and 

(b)  an  erection  fitted  into,  or  attached  to,  an 

existing  building  or  structure. 

Illustration  A. 

Columbarium — London  Cremation  Co.,  Ltd. 

The  columbarium  was  erected  in  1912  at  a cost — 
building  and  niche  structures  (not  including  cost  of 
land  or  other  incidental  expenses,  other  than  archi- 
tects’ fee) — of  £3,735  3s.  2d.  Pictorial  illustrations 
of  this  building  are  produced.  These  show  a square 
tower  with  an  annex  forming  a staircase  giving  access 
to  five  separate  floors  or  chambers,  a stone  arcading 
forming  the  balconies  from  which  the  niches  for  urns 
are  approached.  The  floors  aro  of  concrete  with 
marble  paving.  In  the  lowest  floor  are  separate 
chambers,  or  vaults,  with  bronze  doors.  Provision  is 
made  for  a total  number  of  1,544  niches  of  varying 
size,  representing  a total  capacity  of  2,342  units — each 
unit  providing  sufficient  cubic  space  for  the  reception 
of  one  urn  of  standard  size.  The  prime  cost  per  unit 
of  these  spaces  works  out  to  £1  16s.  2d.  each.  The 
niche  structures  in  the  entire  building  are  estimated  to 
have  a selling  value  of  £15,100.  For  the  years 
ended  June  30,  1919,  the  number  of  niches  sold  pro- 
duced £12,250.  Only  one-half  of  this  sum  is  brought 
into  the  company’s  profit  and  loss  accounts,  yet  the 
whole  is  brought  into  account  for  Income  Tax  assess- 
ment, and  no  allowance  made  for  the  prime  cost  to  the 
company  of  the  niches  sold  to  produce  the  said 
revenue  of  £12,250. 

Illustration  B. 

Columbaria — Manchester  Crematorium. 

This  case  is  in  principle  on  all  fours  with  that  of  the 
London  Cremation  Company’s  columbarium  at  Golders 
Green.  Pictorial  illustrations  of  the  Manchester 
columbaria  are  produced.  At  this  crematorium  there 
are  at  present  no  columbaria  separately  erected,  i.e., 
not  attached  to  the  main  building,  but  the  company 
has  recently  purchased  a plot  of  land  adjoining  its  own 
grounds  and  the  southern  cemetery  of  the  Manchester 
Corporation.  It  is  the  intention  of  the  company  to 
devote  the  whole  of  this  land  to  the  purpose  of  erect- 
ing columbaria  thereon  and  of  providing  grave  spaces 
for  the  reception  of  cremated  human  remains,  and 
therefore  the  question  of  the  allowance  for  Income 
Tax  purposes  of  the  cost  incidental  to  the  provision 
of  these  columbaria  or  graves  is  of  very  great  impor- 
tance. The  crematorium  buildings  at  Manchester,  in- 
cluding the  additions  thereto  of  13  oolumbaria,  have 
cost  £6,920.  Of  this  sum  £839  have  been  expended 
on  providing  the  columbaria,  viz.  : 4 within  the 
Chapel  and  9 in  the  two  colonnades  on  the  outside. 
In  each  case  advantage  has  been  taken  of  spaces 
between  the  buttresses  of  the  walls  and  these  have 
been  filled  with  masonry  shelves  and  uprights  forming 
niches.  Provision  has  thus  been  made  for  164  double 
and  858  single  niches,  a total  of  1,022  niches,  or  in 
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units  of  “ single  niches,”  a total  of  1,186.  It  is  not 
claimed  that  there  should  he  an  allowance  for  exhaus- 
tion in  regard  to  (the  proportionate  cost  of  the  walls 
of  the  building  against  which  the  niches  are  placed, 
but  merely  allowances  in  respect  of  the  cost  of  the 
columbarium  itself. 

12,168.  (5)  This  concludes  the  evidence  submitted  on 
behalf  of  the  cremation  authorities. 


General  observations  in  regard  to  Income  Tax. 

12,169.  (6)  Assessment  of  property,  Schedule  A. — 
The  present  method  of  assessing  property  for  Income 
Tax  might  be  abolished,  and  the  property  assessed  in 
the  same  way  as  profits  arising  under  Schedule  D. 
Owners  of  property  let  under  a rental  might  be  called 
upon  to  make  a return  of  the  actual  rentals  received, 
and  they  should  be  allowed  all  the  expenses  incidental 
to  the  management  of  the  property,  so  that  (the  net 
receipts  only  would  thus  be  taxed.  Such  expenses 
would  include  rates  when  paid  by  the  owner  as  distinct 
from  the  tenant,  repairs,  insurance,  agents’  fees, 
and/or  management  expenses.  In  connection  with 
this  question  1 desire  to  bring  under  the  notice  of  the 
Commissioners  the  following  letter. 

“ Dear  Mr.  Piggott, 

“In  our  conversation  the  other  day  you  men- 
“ tioned  that  the  Commission  on  Income  Tax  were 
“ asking  for  suggestions  concerning  it.  I should 
“ bo  glad  if  you  would  draw  their  attention  to 
“ those  like  myself  who  have  no  earned  income 
“ and  have  only  a small  one  from  property.  They 
“ (told  me  at  the  Inland  Revenue  Office,  Deans- 
“ gate,  that  I was  paying  tax  on  £210,  after 
“ deducting  the  3s.  and  £120  abatement,  and  also 
“ £25  allowed  for  maintenance  of  wife,  but  I 
“ don’t  really  receive  anything  like  that  income, 
“ as  the  property  tax  and  frightful  cost  of  labour 
“ and  materials  reduce  it  much  below  what  I am 
“ paying  tax  on.  I don’t  know  how  to  keep  on 
“ paying  my  way. 

“ I have  had  to  bring  up  and  educate  my  seven 
“ children,  by  whom  I have  never  made  a penny. 
“ The  four  sons  are  in  the  Army  and  the 
“ daughters  all  married.  Still  my  wife  and  self 
“ find  it  very  difficult  to  buy  clothes  and  food. 

“ I am  paying  considerably  over  £30  a year 
“ Inoome  Tax.  It  is  a terrible  one  on  my  little 
“ income,  and  being  in  my  70th  year  I don’t  feel 
“ strong  enough  to  take  up  any  other  employ- 
“ ment  than  looking  after  my  property  and  col- 
“ lecting  the  rents.  It  is  called  unearned  incre- 
“ ment,  but  I had  to  work  12  hours  a day  for 
“ 36  years  for  it,  except  the  little  my  mother  left 
“ me. 

“ I shall  be  glad  if  these  remarks  are  of  any 
“ use  to  you. 

“ Yours  sincerely, 

“ Signed.  G.  E.  Ashworth.” 


12,170.  (7)  Depreciation  of  machinery,  plant,  &c 

Rates  of  depreciation  should  be  established  for  all 
classes  of  fixed  or  movable  assets  (boilers,  engines, 
machinery,  plant,  fixtures,  fittings,  utensils,  <fcc.). 
I lie  appropriate  rates  could  be  arrived  at  by  an 
qnquiry  from  and  agreement  with,  the  various  trades 
interested,  and  might  bo  known  as  “ Statutory  De- 
preciation Rates.”  Provision  could  be  made  for  the 
revision  of  these  rates  from  time  to  time,  in  order 
to  keep  them  in  harmony  with  the  requirements  and 
developments  of  industry.  In  all  cases  annual  depre- 
ciation should  be  based  upon  the  original  cost  and 
not  upon  the  written  down  value.  Even  a 5 per  cent, 
depreciation  would  take  20  years  before  the  assets 
depreciated  were  entirely  written  off.  While,  if 
based  on  the  written  down  value  there  would  be  no 
finality.  Surveyors  of  Income  Tax  can  only  allow 
the  rates  of  depreciation  that  have  been  agreed  to  be 
taken,  and  these  rates  may  not  coincide  with  the  rates 
adopted  in  the  accounts,  and  thus  it  means  that  there 
are  two  sets  of  accounts— the  firm’s  or  company’s 
account  and  the  Surveyor’s  accounts,  with  the  result 
tnat  i have  known  accounts  showing  no  depreciation 
n the  profit  and  loss  account,  because  the  assets)  had 
fx.  inguished  ove.  a period  of  years,  yet  deprecia- 
tion being  allowed  for  Income  Tax  purposes 


12.171.  (8)  “ Free  of  Income  Tax.” — The  practice  of 
paying  fees,  salaries,  or  even  dividends  “ free  of 
Income  Tax  ” should  be  abolished.  In  regard  to 
individuals,  I think  every  citizen  should  be  directly 
assessable  by  the  State.  Payment  of  Income  Tax  for 
others  not  only  alters  the  nature  of  the  Income  Tax, 
but  it  lessens  individual  responsibility  and  tends  to 
create  indifference  as  to  the  amount  of  tax  paid  or  in 
questions  of  exemption,  allowances,  &c.  It  is  the 
duty  and  privilege  of  every  citizen  to  bear  his  or  her 
share  of  direct  taxation  and  to  use  the  reasonable 
opportunities  that  may  be  afforded,  of  controlling  such 
expenditure.  Too  much  importance  cannot  be 
attached  to  the  distinction  between  direct  and  indirect 
taxation,  because  the  latter  is  usually  an  unknown 
quantity  to  the  taxpayer.  When  applied  to  dividends, 
&c.,  the  “ free  of  tax  ” system  hides  the  amount  of 
the  contribution  to  the  public  revenue.  It  increases 
very  much  the  difficulty  of  making  proper  returns, 
but  in  cases  of  claims  for  repayment,  the  authorities, 
being  supplied  with  all  particulars  of  income  by  means 
of  vouchers,  correct  the  claims  without  reference  to 
the  claimant,  and  as  in  almost  every  case  the  claim 
which  includes  “ free  of  tax  ” dividends,  is  under- 
stated, the  claimants  receive  back  more  than  the 
amount  claimed,  much  to  their  satisfaction.  Every 
dividend  or  interest  notice  should  by  law  be  com- 
pelled to  disclose  the  capital  sum  involved,  the  rate 
of  dividend  or  interest,  the  period  for  which  it  is  paid, 
and  the  total  amount,  and  therefrom  should  be  de- 
ducted the  tax  applicable. 

12.172.  (9)  Extension  of  Schedule  D.  to  weekly 
wages. — In  my  opinion  the  assessment  of  income, 
being  the  principle  of  direct  taxation,  is  the  best  and 
most  equitable  method  of  raising  revenue,  and  must 
tend  to  an  increase  of  interest  in  national  expendi- 
ture, because  it  brings  home  to  each  person  the  know- 
ledge of  his  or  her  proportion  of  contribution  to  the 
national  fund.  With  the  adoption  of  a system  brought 
down  to,  say,  all  incomes  of  20s.  a week  and  over, 
much  indirect  taxation  now  levied  should  be  lightened 
and  finally  abolished.  I submit  that  the  range  of  Sche- 
dule D.  tax  should  be  extended  to  include  all  weekly 
wage-earners,  and  in  these  cases  (after  a suitable 
alteration  and  adjustment  of  the  rates)  be  collected  by 
means  of  stamps,  and  be  worked  on  the  same  lines  as 
is  now  done  in  the  matter  of  National  Health  Insur- 
ance. It  should  not  be  a flat  all  round  rate,  but  based 
on  a finely  graduated  scale,  commencing  with  amounts 
not  exceeding  £1  per  week  and  rising  in  steps  graded 
according  to  each  10s.  per  week  paid,  up  to,  say,  £5 
per  week.  The  employer  would  purchase  and  affix 
stamps,  placing  the  same  on  an  Income  Tax  card,  and 
deducting  the  amount  from  the  wages  as  is  done  in  the 
case  of  workers’  contributions  for  insurance  purposes. 
This  would  mean  that  the  present  somewhat  compli- 
cated system  of  allowances  and  of  abatements  would 
be  done  away  with,  but  the  rates  of  the  tax  could  be 
adjusted.  The  advantage  to  the  Revenue  from  large 
sums  of  Income  Tax  received  weekly  through  the  sale 
of  stamps  would  be  enormous,  and  as  in  such  a case 
the  employers  would  be  doing  a State  service,  this 
service  might  be  compensated  for  by  an  allowance  by 
way  of  commission  on  the  wages  paid.  Its  adoption 
would  mean  that  certain  taxpayers  would  have  to 
think  in  terms  of  a week,  and  shillings  and  pence, 
rather  than  jn  terms  of  a year  and  pounds  and  shill- 
lngs,  applicable  in  other  cases.  I do  not  suggest  what 
the  rates  should  be.  The  tax  might  start  and  be  so 
framed  that  every  increase  of  10s.  per  week  would 
carry  a slightly  higher  rate,  until  in  the  higher  regions 
it  met  those  incomes  which  would  be  assessed  on  direct 
personal  returns. 

12.173.  (10)  Abolition  of  the  office  of  Assessor. 

Suggestions  in  which  I concur  have  been  made  for  the 
abolition  of  these  officers.  In  practice  assessments  to 
Income  Tax  are  frequently  settled  with  the  Surveyor 
betoro  the  Assessor’s  forms  of  return  are  sent  out 
lhis  causes  unnecessary  labour  in  that  all  the  papers 
have  again  to  be  examined  to  enable  the  .forms  to  bo 
filled  in.  when  matters  have  already  been  settled. 

I This  concludes  the  evidence-in-chief  of  Mr.  A-  E, 
Piggott. ] 
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Evidence-in-chief  of  Mr.  H.  W.  Littler,  Fellow  of  the 
Chartered  Institute  of  Secretaries ; Honorary 
Secretary  to  the  Trade  Association  of  the  Pro- 
prietary Cemetery  Companies  of  the  Greater 
London  Area ; and  Managing  Director  of  the  East 
London  Cemetery  Co.,  Ltd. 

This  evidence  is  submitted  in  conjunction  with  that 
of  Mr.  A.  E.  Piggott,  Hon.  Sec.  of  the  Manchester 
Crematorium,  Ltd.,  and  relates  to  the  necessity  for 
allowances  out  of  each  year’s  revenue  for  expired 
capital  outlay  on  land  and  buildings,  &c. 

12.174.  (1)  Cemetery  companies  and  crematorium 
companies  purchase  land  at  a value  midway  between 
that  of  agricultural  land  and  of  land  developed  for 
building  purposes.  Before  the  land  can  be  brought 
to  produce  revenue  for  cemetery  or  crematorium  pur- 
poses, considerable  expenditure  is  necessary  upon 
fences,  sub-soil  drainage,  roads,  plantations,  gardens, 
greenhouses,  and  possibly  nurseries.  In  addition, 
caretakers"'  quarters,  clerks’  offices,  chapels,  and  in 
some  cases  mortuaries  and  waiting  rooms  must  be 
provided ; and  the  licence  from  the  Home  Office  to 
operate  as  a public  cemetery  must  be  obtained  often 
at  considerable  expense,  owing  to  local  opposition. 
Further,  in  some  cases  there  is  the  expense  of  conse 
cration  by  the  Bishop  of  the  Diocese. 

12.175.  (2)  The  land  is  cut  up  and  used  for  common 
interments,  or  perpetual  rights  of  burial  are  granted 
in  areas  varying  from  7 feet  by  2 feet  6 inches  to 
10  feet  by  6 feet  6 inches  and  upwards,  and  the 
charges  vary  first  according  to  size,  and  secondly 
according  to  prominence  of  position  in  the  cemetery 
or  crematorium  grounds. 

12.176.  (3)  The  companies  contend  that  they  are 
entitled  to  be  allowed  deductions  from  annual  revenue 
equal  to  the  cost  of  the  area  of  the  cemetery  which 
is  consumed  or  appropriated  for  burials  in  each  year ; 
the  cost  being  the  proportion  of  the  whole  value  at 
which  the  land  stands  after  it  has  been  raised  to  the 
condition  of  a saleable  article ; it  being  contended  that 
the  amount  of  ground  used  in  this  way  each  year  is 
in  effect  a sale  of  stock-in-trade  or  goods  sold  which 
were  purchased  in  advance  of  day  to  day  require- 
ments. 

12.177.  (4)  I would  also  point  out  that  the  build- 
ings, the  drainage,  the  planting,  the  construction  of 
roads  and  boundary  fences  become  a burden  as  soon 
as  the  land  is  exhausted  by  burials,  and  therefore 
these  are  in  the  nature  of  wasting  assets,  for  which 
allowance  should  also  be  granted. 

12.178.  (5)  The  same  argument  applies  to  land  sold 
or  leased  by  cremation  companies,  except  that  in  these 
cases,  the  buildings  which  constitute  the  crematoria 
might  remain  to  some  extent  an  asset,  owing  to  the 
fact  that  even  after  the  land  used  as  burial  spaces  is 
exhausted,  the  crematoria  may  still  continue  to  be 
used  for  the  incineration  of  human  bodies,  the  ashes 
being  either  scattered  or  deposited  elsewhere. 

12.179.  (6)  Many  cemetery  companies  have  for  years 
been  paying  Income  Tax  on  what  is  in  reality  ex- 
hausted capital  outlay,  that  is  to  say  revenue  expendi- 
ture incurred  in  advance  of  the  requirements  of  the 
moment. 

12.180.  (7)  I would  also  point  out  that  whereas  the 
incidence  in  the  expenditure  of  the  various  cemeteries 
and  crematoria  may  be  varied  in  the  case  of  each 
individual  company,  the  principle  involved  is  the 
same  throughout.  We  do  not  ask  for  special  relief, 
but  only  for  equality  of  treatment. 

[This  concludes  the  evidence-in-chief  of  Mr.  II.  W. 

Littler.'] 

12.181.  Mr.  Kerly:  I will  ask  Mr.  Piggott  the 
questions,  and  we  will  ask  Mr.  Littler  afterwards  if 
he  has  anything  to  say  by  way  of  supplement;  but 
if  he  can  assist  you  during  your  evidence  he  is  quite 
at  liberty  to  do  so. — (Mr.  Piggott) : Thank  you. 

12.182.  T]je  Commissioners  have  your  statement, 
which  they  have  of  course  read,  and  we  only  desire  to 
ask  you  questions  to  elucidate  particular  points. 
Your  first  suggestion  is,  as  I understand,  that  you 
think  cemetery  companies  are  unfairly  treated  be- 
cause they  have  to  sell  out  each  year  in  order  to 


produce  their  income  certain  grave  spaces  and  also 
certain  things  that  I think  you  call  niches? — Yes. 

12.183.  And  they  are  not  allowed  to  charge  the 
whole  proportionate  cost  of  the  grave  space  or  the 
niche  as  the  case  may  be  to  the  company  as  an 
expense? — That  is  so. 

12.184.  Your  suggestion  is  that  the  whole  of  that 
ought  to  be  set  off  from  the  annual  income? — Yes, 
because  they  take  the  whole  of  the  receipts. 

12.185.  Your  general  proposition  that  no  annual 
profit  can  arise  from  an  undertaking  until  the 
annual  wastage  of  the  assets  exhausted  in  earning 
it  has  been  provided  for  out  of  revenue  would  go  a 
very  long  way? — I take  it  it  would. 

12.186.  Take,  for  instance,  the  case  of  a single 
steamship.  Is  any  allowance  made  in  respect  of  the 
fact  that  the  steamship  is  getting  older? — I have  no 
experience  of  steamships. 

12.187.  In  the  case  of  a building,  the  building 
wears  out  in  a certain  number  of  years,  but  a trader 
is  not  allowed  to  set  aside  some  part  of  his  capital 
cost  in  providing  that  building  against  his  profits? — 
But  our  contention  would  be  that  he  should. 

12.188.  You  would  like  the  principle  to  be  applied 
quite  generally? — Oh,  certainly. 

12.189.  What  about  the  worker  himself — the  num- 
ber of  years  before  him  is  diminishing? — (Mr. 
Littler ) : And  the  business  man. 

12.190.  Do  cemetery  companies  as  a rule  in  their 
accounts  set  aside  part  of  their  receipts  for  tho 
return  of  capital  on  the  system  you  are  suggesting? 
— Some  do  and  some  do  not. 

12.191.  Is  it  general? — Yes,  rather  general.  The 
newer  or  more  modern  companies  do ; the  older  ones 
do  not,  or  they  have  only  recently  adopted  tho 
practice. 

12.192.  But  do  they  make  any  allowance  for  tho 
upkeep?  When  a payment  is  made  for  a grave 
space  that  covers  the  future  upkeep,  does  it  not? — 
No,  the  upkeep  of  graves  entirely  rests  with  the 
purchaser. 

12.193.  But  the  general  upkeep  of  the  cemetery? — 
They  trust  to  the  annual  revenue  being  sufficient. 

12.194.  They  charge  that  to  tho  annual  revenue? — 
Tho  general  upkeep,  yes. 

12.195.  In  fact  it  must  be  part  of  the  payment  for 

the  grave  space,  because  nobody  would  buy  a space 
unless  he  anticipated  the  place  was  going  to  be  kept 
in  order? — No.  The  space  itself  is  entirely  the 

responsibility  of  the  owner.  The  surroundings,  such 
as  roadways  and  that  sort  of  thing,  are  the  expense 
of  the  company. 

12.196.  How  do  you  propose  to  deal  with  that  in 
the  annual  accounts? — I do  not  quite  follow. 

12.197.  I suggest  to  you,  although  you  do  nob  accept 
it,  that  the  payment  made  for  each  particular  grave 
space  is  in  fact  in  part  a payment  in  respect  of  some 
part  of  the  future  upkeep  of  what  you  call  the  sur- 
roundings. Are  you  going  to  deal  with  the  whole 
of  that  payment  as  revenue  for  the  particular  year?— 
As  it  has  been  in  the  past. 

12.198.  Mr.  Piggott  suggests,  and  I think  also  Mr. 
Littler,  that  all  the  annual  repairs  should  be  allowed 
against  income  before  getting  net  taxable  income? — 
(Mr.  Piggott) : Yes. 

12.199.  Do  you  ask  for  renewals  as  well  as  allow- 
ance for  repairs? — Yes,  because  renewal  extends  the 
life.  It  is  difficult  to  talk  of  renewals.  I do  not 
know  how  it  affects  my  friend,  but  renewals  with  us 
would  only  be  with  regard  to  a furnace.  I think  the 
proper  way  to  deal  with  a furnace  would  be  to  allow 
us  our  repairs  and  a depreciation  based  upon  the  pro- 
bable number  of  years  that  the  furnace  might  be  in 
good  operation;  if  there  was  a renewal  it  would  be 
largely  in  the  nature  of  a repair  to  a furnace  unless 
the  furnace  was  entirely  rebuilt,  when  again  the 
operation  of  depreciation  would  come  in. 

12.200.  What  is  actually  done  now  with  regard  to 
repairs? — We  make  repairs  as  needed,  and  at  present 
a furnace  which  we  put  in  some  little  time  ago  has 
not  needed  renewal,  and  will  not'  need  renewal  for 
some  time. 

12.201.  What  allowance,  if  any,  is  made  in  respect 
of  repairs? — None. 

12.202.  You  are  not  allowed  to  charge  any  part  of 
it  to  your  income? — No. 
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12.203.  What  about  renewals? — Those  are  struck 
out  too. 

12.204.  You  are  allowed  depreciation,  I suppose? — 
No  not  on  the  furnace;  they  call  it  capital,  and  that 
is  the  trouble. 

12.205.  I do  not  see  why  they  do.  Can  you  suggest 
that  there  is  any  general  difference  of  principle 
between  a cremation  company  having  its  assets  wear- 
ing out  or  exhausted  in  parts,  and  an  ordinary  build- 
ing of  a trader  in  the  case  1 put  to  you  just  now?— 
No,  I do  not  think  there  is  any  difference  in  princi- 
ple. One  might  wear  out  quicker  than  the  other. 

12.206.  Apart  from  your  special  evicjpnce  you  have 
made  one  or  two  suggestions  of  a general  nature. 
In  paragraph  6,  profits  arising  under  Schedule  D, 
you  suggest  that  there  should  be  an  allowance — in 
order  to  arrive  at  the  net  taxable  income — for  such 
things  as  repairs,  insurance,  agent’s  fees  and  manage- 
ment expenses.  Is  not  that  at  present  met  under 
Schedule  A,  by  the  allowance  of  one-sixth? — Not  for 
ordinary  property  owners. 

12.207.  Do  you  mean  that  the  one-sixth  is  not  suffi- 
cient, or  that  there  should  be  other  things  besides 
the  one-sixth? — I was  under  the  impression  that  the 
one-sixth  was  not  sufficient,  but  I took  the  trouble  to 
take  out  some  figures  of  some  properties  that  we  have 
in  our  office,  and  I was  extremely  surprised,  I may 
say,  to  find  that  it  was  sufficient.  It  is  true  that 
those  were  over  the  last  three  years,  when  probably 
repairs  may  have  been  done  as  little  as  possible 
The  point  I would  wish  to  emphasize  is  this,  that  I 
think  under  Schedule  A it  ought  at  least  to  be 
optional  for  a man  either  to  provide  an  ordinary 
profit  and  loss  account  in  respect  of  his  properties, 
or  to  have  the  advantage  of  Schedule  A.  I think  the 
whole  thing  rather  wants  an  inquiry  on  those,  lines, 
as  to  what  the  effect  really  is,  whether  or  not  pro- 
perty owners  are  benefiting  or  otherwise  by  the 
difference  between  the  net  Schedule  A assessment 
and  the  gross  rent,  because  I do  not  think  that  it 
can  be  equitable  exactly  on  both  sides.  Either  the 
Revenue  or  the  property-holder  is  probably  getting 
an  advantage. 

12.208.  You  appreciate  that  if  you  are  going  to 
take  account  for  many,  many  thousands  of  properties, 
and  take  it  year  after  year,  that  will  be  a long 
business,  expensive  for  the  Revenue,  dilatory  with 
regard  to  payment,  and  troublesome  to  the  owners. 
The  present  practice  is  to  take  a flat  rate? — Trouble- 
some to  the  owners,  perhaps,  but-  I do  not  see  why 
it  should  be  dilatory. 

12.209.  I presume,  then,  you  would  suggest  that 
the  tax  be  paid  as  at  present,  and  that  the  owner 
should  have  the  opportunity  of  subsequent  adjust- 
ment?— Or  alternatively  that  he  be  assessed  for  the 
property  under  Schedule  D or  in  the  same  manner 
as  under  Schedule  D,  that  is  to  say,  he  must  prove 
that  he  has  made  a profit  or  a loss. 

12.210.  Mr.  Walker  Clark  : At  the  head  of  your 
paper  you  say  that  you  are  a member  of  the 
Incorporated  Accountants  of  Manchester  and  also  the 
Manchester  Home  Trade  Association? — Yes. 

12.211.  Do  you  represent  them  here? — No. 

12.212.  Then  this  evidence  is  personal? — The  second 
portion  of  my  evidence  is  entirely  personal. 

12.213.  It  was  the  second  portion  to  which  I wished 
to  call  attention.  As  I understand,  in  paragraph  9 
you  suggest  that  the  wage-earner  with  20s.  a week 
should  contribute  something  towards  Imperial  taxa- 
tion?— I do. 

12.214.  You  know  that  this  Commission  has  had 
very  different  proposals  submitted  to  it? — I have  not 
had  time  to  read  all  the  evidence,  but  I have  seen 
some. 

12.215.  And  that  that  point  has  been  very  strongly 
pressed  upon  us  from  almost  all  sections  of  the  com- 
munity?— I am  glad  to  hear  it. 

12.216.  That  £250  should  be  the  limit,  whereas  you 
suggest  £50? — That  would  depend  altogether  on  the 
rate. 

12.217.  No,  it  does  not  depend  on  the  rate;  the 
pressure  upon  us  is  without  .reference  to  rate  ? — I do 
not  hold  with  that. 


12.218.  Have  you  any  support  from  others  for  the 
views  you  hold? — No,  I speak  only  for  myself,  but 
of  course  I have  talked  with  people. 

12.219.  You  would  not  submit  in  evidence  that  this 
was  a considered  opinion  of  others  besides  yourself? 

No.  I should  very  much  have  liked  to  have  had  the 

considered  opinion,  for  instance,  of  our  local  society, 
but  there  has  been  no  opportunity  to  put  it  before 
them. 

12.220.  Again,  you  say  in  the  same  paragraph  that 
the  employer  would  purchase  and  affix  stamps,  plac- 
ing the  stamp  on  an  Income  Tax  card.  Have  you 
consulted  any  employers  as  to  whether  they  were 
willing  to  do  that?— No.  There  was  a good  deal  of 
trouble  when  they  were  compelled  to  do  it  for  insur- 
ance purposes. 

12.221.  Is  not  there  still?— There  would  probably  be 
quite  as  much  in  connection  with  this. 

12.222.  Is  not  there  still? — I have  not  come  across 
any. 

12.223.  Nor  expense? — The  expense  must  be 

nominal. 

12.224.  I can  assure  you  it  is  not  in  many  cases. 
Your  views  on  these  two  matters  are  purely  personal? 
—Yes. 

12.225.  Mr.  McLintock:  On  the  question  of  pro- 
perty, does  not  the  new  Finance  Act  of  1919  give  a 
certain  measure  of  relief? — Is  not  that  only  in  con- 
nection with  Excess  Profits  Duty? 

12.226.  No.  The  new  Finance  Act  states  that  the 
houses  to  which  Rule  8 of  No.  Y in  Schedule  A,  which 
concerns  relief  in  certain  cases  in  respect  of  the 
cost  of  maintenance,  repairs,  insurance  and  manage- 
ment of  houses  applies  to  any  house  the  annual  value 
of  which  does  not  exceed  in  the  metropolitan  district 
of  London  £70,  in  Scotland  £60,  and  in  other  places 
£52  ?— Yes. 

12.227.  That  is  what  you  ask  for  under  Schedule 
A now? — I do  not  know  that  that  is  exactly  what  I 
ask  for,  but  it  deems  to  be  something  towards 
meeting  my  point. 

12.228.  You  ask  that  the  actual  outgoings  for  these 
various  purposes  be  actually  ascertained  year  by  year, 
and  if  the  net  revenue  is  less  than  the  net  Schedule 
A assessment  you  get  back  tax  on  the  difference? — 7 
Yes,  that  is  right. 

12.229.  I think  that  goes  a long  way  to  meet  that 

point.  It  was  formerly  restricted  to  certain  small 
cottage  property? — Yes.  Of  couree,  this  is  rather 

new,  and  it  has  not,  perhaps,  got  generally  known. 

12.230.  Mr.  Kerly:  Mr.  Littler,  do  you  desire  to 
add  anything  to  the  evidence  that  Mr.  Piggott  has 
given?— (Mr.  Littler):  I think  not,  sir.  Curiously 
enough,  two  points  that  interested  me  very  much 
are  two  that  only  appear  in  Mr.  Piggott’ s part  of 
the  paper,  and  not  in  mine,  and  perhaps  I might  just 
express  my  own  opinion  with  regard  to  these  two 
points.  The  first  inquiry  was  with  regard  to  the 
taxation  of  men  with  incomes  from  £1  per  week 
upwards.  I have  some  practical  experience  of  a good 
many  years  of  handling  small  cottage  property,  and 
I think  that  if  it  were  possible  to  get  any  portion 
of  the  Income  Tax  paid  direct  by  the  smallest-paid 
employee  its  educational  value  from  the  point  of  view 
of  making  a man  realize  his  responsibilities,  and 
also  to  some  extent  his  privileges,  would  be  well  worth 
a good  deal  of  trouble.  I want  to  emphasize  that  by 
stating  that  the  ability  which  has  been  taken  advan- 
tage of  by  very  many  landlords  of  collecting  the  addi- 
tional rates  which  have  fallen  in  the  East  London 
areas  from  the  tenants  direct  has  made  them  realize 
that  their  wild  cat  schemes  and  reckless  way  of 
demanding  wages  does  react  on  their  personal  pocket. 
Although  I very  fully  indeed  realize  the  tremendous 
opposition  which  will  be  brought  against  any  proposal 
to  tax  men  down  to  even  £1  a wTeek,  if  you  could 
bring  them  to  realize  that  every  increase  of 
expenditure  and  every — I do  not  like  to  use  the  word 
socialistic  scheme,  but — unbusinesslike  scheme  reacts 
upon  them,  it  would  have  a great  steadying  influence 
on  many  of  the  problems  that  the  men  are  recklessly 
dealing  with  to-day.  That  covers  the  first  point. 
The  second  point  was  with  regard  to  the  one-sixth 
being  sufficient  for  the  smaller  properties  to  cover 
management  and  repairs.  Mr.  Piggott  has  been  most 
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fortunate  indeed  if  he  has  been  able  to  find  a single 
instance  where  the  one-sixth  has  covered  the  average 
cost  of  the  last  five  years.  I have  to  deal  with  a small 
number  of  houses,  in  a purely  working-class  area, 
where  we  have  had  to  reduce  the  amount  of  actual 
repairs  to  an  absolute  minimum.  The  cost  of  such 
repairs  as  have  had  to  be  done  to  keep  the  property 
habitable,  plus  the  ordinary  expenses,  have  far  ex- 
ceeded the  one-sixth,  which  is  the  present  allowance. 
I know  there  is  that  clause  referred  to  by  Mr.  McLin- 
tock  with  regard  to  being  able  to  recover  a certain 
amount  of  it  by  bringing  in  an  annual  account,  but 
the  point  is  this,  that  it  is  practically  impossible  for 
an  owner  of  property  to  keep  each  of  these  individual 
accounts  that  he  would  have  to  keep  for  each  indivi- 
dual house  before  he  can  recover  anything  for  the 
additional  expense. 

12.231.  Mr.  Pretyman : Have  you  had  any  ex- 
perience of  working  that  section? — I have  had  the 
management  of  property  of  that  class  ever  since  I was 
17. 

12.232.  No  doubt  you  have  had  the  management  of 
property,  hut  have  you  had  any  experience  of  recover- 
ing under  that  particular  section  of  the  Income  Tax 
to  which  you  have  referred? — No,  I have  no  actual 
experience,  hut  I have  looked  into  the  question  of 
figures,  and  I realize  there  that  I cannot  substantiate 
each  individual  house. 

12.233.  That  is  exactly  the  point  I was  going  to  put 
to  you,  if  it  would  be  of  any  help  to  you.  I happen 
to  have  to  do  with  agricultural  property,  which  has 
had  exactly  the  same  privileges  for  several  years.  You 
have  not  got  to  give  the  expenditure  of  each  particular 
house.  All  you  have  to  do  is  to  give  a schedule  of  the 
property  as  a whole. — Yes. 

12.234.  A careful  schedule  of  the  property,  and  the 
total  expenditure  on  the  lot.  You  do  not  have  to 


specify  how  much  you  spend  on  each  particular  house; 
that  is  an  entire  misapprehension. — But  it  is  a 
general  impression  amongst  men,  and  practically  the 
whole  of  my  friends  who  are  interested  in  this,  that  we 
have  to  deal  with  each  individual  property,  and  they 
are  grumbling  sadly  because  they  cannot  see  how  they 
can  do  it. 

12.235.  I should  rather  like  to  refer  to  the  section 
to  see  if  it  extends  the  same  privileges  as  are  given  to 
agriculture:  “ In  comparing,  for  the  purpose  of  this 
rule,  the  cost  of  maintenance,  repairs,  insurance,  and 
management  of  any  land  or  houses  with  the  annual 
value  of  the  land  or  houses,  the  total  cost  of  the  main- 
tenance, repairs,  insurance  and  management  on  any 
land  managed  as  one  estate,  or  of  any  houses  on  any 
such  land,  shall  be  compared  with  the  total  annual 
value  of  the  land  or  houses,  as  the  case  may  be.”  That 
is  absolutely  clear? — Thank  you. 

12.236.  Therefore  you  have  not  got  to  make  any 
such  provision  as  you  think? — I am  far  from  being 
alone  in  the  impression  that  we  have  to  deal  with  each 
individual  property. 

12.237.  I have  quoted  from  the  original  Act  under 
which  agricultural  property  has  had  the  allowance  for 
several  years,  and  this  new  Act  of  this  year  extends 
that  rule  to  the  kind  of  property  to  which  you  are  now 
referring;  therefore  you  have  not  got  to  do  anything 
of  the  kind.  Do  you  not  think  it  would  be  almost  as 
well  to  look  into  what  the  law  really  is  before  you  come 
and  complain  of  it? — It  has  been  rather  sprung  upon 
me;  I have  been  trying  to  find  out  what  these  costs 
were,  and  I wanted  to  follow  it  up  if  I could  closely. 
If  I have  taken  up  your  time  needlessly  I am  sorry. 

12.238.  Mr.  Kerly : Never  mind;  your  time  has  not 
been  wasted.  We  are  much  obliged  to  you,  gentlemen, 
for  your  assistance. 


Mr.  F.  E.  Wolstenholmb,  Mr.  F.  H.  Norman,  and  Dr.  Robert  Jones,  on  behalf  of  the  Professional 
Workers’  Federation,  called  and  examined. 


The  witnesses  handed  in  the  following  statement 
as  their  evidence-in-chief : — 

Object  of  evidence. 

. 12,239.  (1)  It  is  proposed  in  this  memorandum  to 
discuss  the  present  basis  of  the  Income  Tax  and  to 
urge  such  changes  as  are  necessary  in  order  to  render 
the  incidence  of  the  tax  more  equitable  rather  than 
to  suggest  the  precise  figures  that  should  be  adopted 
or  the  amount  of  tax  that  should  be  paid  by  any 
particular  grade  of  income.  . 

Pressure  on  middle  classes. 

12.240.  (2)  The  Federation  believes  that  there  will 
be  a general  acceptance  of  the  view  that  Income  Tax, 
as  at  present  assessed,  bears  with  especial  hardship  on 
the  middle  classes.  It  is  noteworthy  that  recent  bud- 
gets, by  the  introduction  and  gradual  extension  of  the 
system  of  allowances,  have  shown  some  recognition  of 
the  position,  while  references  in  the  House  of  Com- 
mons and  the  Press  to  the  position  of  the  middle 
classes  justify  the  belief  that  a vigorous  attempt  to 
secure  more  equitable  treatment  will  receive  no  small 
measure  of  support.  The  Federation  is  of  opinion 
that  the  main  reason  for  the  continued  unfair  pres- 
sure of  the  tax  upon  the  classes  which  it  represents  is 
that  hitherto  they  have  had  no  means  of  expressing 
their  opinion  or  of  enforcing  their  views  collectively. 

Changed  value  of  money. 

12.241.  (3)  While  the  Federation  in  its  evidence 
desires  to  pay  regard  to  the  more  permanent  aspects 
of  the  Income  Tax,  it  is  bound  to  emphasize  the  un- 
favourable position  of  the  large  bodies  of  salaried 
workers  as  a result  of  the  conditions  arising  out  of 
the  war.  As  a general  rule  salaried  workers  have 
received  far  less  assistance  by  way  of  bonuses,  &c., 
than  have  other  bodies  of  workers.  Nor  are  they,' 
on  the  other  hand,  in  a position  to  compensate  them- 
selves for  the  rise  in  prices  by  passing  the  burden 


on  to  a consumer.  Even  such  highly  organised 
bodies  as  teachers  and  civil  servants  have  had  the 
utmost  difficulty  in  securing  a measure  of  relief 
in  the  shape  of  war  bonuses,  and  the  real  value  of 
the  salaries  of  these  and  similar  workers  to-day  can 
not  compare  with  their  pre-war  value.  There  is  no 
sign  that  this  position  is  to  be  righted,  and  the 
present  abatements  and  allowances  demand  drastic 
revision  in  the  light  of  this  consideration  and  of 
present-day  prices. 

Taxation  of  salaried  workers. 

12.242.  (4)  Another  preliminary  consideration  of  im- 
portance is  that  salaried  workers  are  either  taxed  at 
source  or  pay  on  their  full  income  owing  to  their 
personal  returns  being  checked  by  the  employers’ 
returns.  Evasion  on  the  part  of  any  section  or  sec- 
tions of  the  community  means  a loss  of  revenue  that 
has  to  be  met  by  a raising  of  rates  which  falls  im- 
mediately on  this  class.  The  feeling  that  they  suffer 
for  evasion  by  other  people  is  a constant  source  of 
irritation  to  the  workers  represented  in  this  Federa- 
tion. Taking  these  factors  into  consideration,  it  must 
be  clearly  understood  that  the  salaried  workers  believe 
that  they  aie  paying  distinctly  more  than  their  share 
of  taxation,  while,  on  the  other  hand,  they  would  cer- 
tainly claim  that  no  section  of  the  community  renders 
greater  service  or  makes  greater  sacrifices  in  aiming 
at  good  citizenship. 

Factors  for  consideration  in  levying  tax. 

12.243.  (5)  The  Federation  has  considered  most  care- 
fully the  various  proposals  which  have  been  put  for- 
ward for  the  assessment  of  the  Income  Tax  on  a more 
equitable  basis.  In  this  consideration  it  has  had  in 
mind  those  factors  which  it  regards  as  of  the  utmost 
importance,  viz. : (a)  that  the  proper  bringing  up  of 
children  in  the  healthiest  possible  conditions  is  a ser- 
vice rendered  to  the  community ; ( b ) that  it  is  to  the 
interest  of  the  community  that  parents  Bhould  be 
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encouraged  to  give  their  children  the  best  possible 
education;  (c)  that  the  pressure  of  indirect  taxation 
varies  almost  directly  with  the  size  of  the  family  (e.g., 
on  such  staple  commodities  as  tea,  sugar,  cocoa, 
coffee).  In  the  view  of  the  Federation  the  basis  of  the 
Income  Tax  cannot  be  regarded  as  equitable  unless  it 
provides  scope  for  differentiation  on  account  of  these 
factors  on  a much  more  substantial  scale  than  the 
present  system  affords. 

Proposals  for  reform. 

12.244.  (6)  It  may  be  said  briefly  that  the  proposals 
for  reform  fall  into  two  groups  : (a)  assessment  on  the 
“ family  ” basis;  ( b ) an  extension  of  the  existing 
system  of  abatements  and  allowances.  While  it  would 
no  doubt  be  possible  so  to  extend  the  present  system 
as  to  afford  radical  relief  to  the  taxpayer  with 
dependants,  the  Federation  would  point  out  that  in 
this  country  the  family  is  the  social  unit,  and  that 
stress  is  rightly  laid  on  the  preservation  and  develop- 
ment of  that  unit. 

“ Family  ” basis. 

12.245.  (7)  The  “ family  ” basis  method  of  assess- 
ment is,  therefore,  very  attractive  in  that  it  recognizes 
the  family  as  the  social  unit.  Moreover,  the  principle 
of  making  the  assessment  vary  with  the  size  of  the 
family  and  the  number  of  dependants  therein,  so  as 
to  provide  adequate  and  proportionate  remission  of 
tax,  makes  a quick  appeal  to  the  sense  of  justice. 
Accordingly,  the  Federation  has  given  very  special 
attention  to  the  possibility  of  adopting  this  method 
of  assessment,  by  which  the  total  income  of  all  the 
members  of  a family  would  be  divided  by  the  number 
of  members  in  that  family,  each  portion,  after 
division,  being  regarded  as  a separate  income,  receiv- 
ing the  abatement  proper  to  the  portion  and  assess 
able  at  the  rate  proper  to  the  portion. 

Actual  remission  of  taxation. 

12.246.  (8)  Difficulties  arise,  however,  as  to  the 
definition  of  dependency  which  should  be  applied  and 
on  the  question  of  bringing  in  the  incomes  of  those 
who  are  earning  but  are  not  fully  maintaining  them- 
selves. (The  latter  of  these  difficulties  might  perhaps 
be  surmounted  by  the  fixing  of  an  income  limit,  e.g., 
£50,  above  which  the  income  of  an  earning  person 
might  not  be  included  in  the  total  family  income,  but 
should  be  separately  assessed.)  The  whole  subject 
demands  a more  expert  examination  than  this  Federa- 
tion is  in  a position  to  make  without  access  to  official 
records,  <fee.,  but  it  must  be  insisted  on  that  the  aim 
of  the  Federation  is  to  secure  relief  to  the  middle 
classes  by  actual  remission  of  taxation,  and  that,  pro- 
vided this  end  is  secured,  the  means  are  of  secondary 
importance.  Incidentally,  the  attainment  of  this 
object  would  also  bring  relief  to  the  working  classes. 

Inadequacy  of  abatements. 

12.247.  (9)  It  appears  to  the  Federation  that  the  pre- 
sent abatement  of  £25  for  wife  and  children  is  entirely 
inadequate,  from  the  point  of  view  of  remitting  such 
a portion  of  the  tax  as  will  be  a substantial  contribu- 
tion to  the  maintenance  of  dependants,  and  it  must  be 
emphasized  that  to  state  the  case  in  this  way  is  merely 
to  state  in  a popular  form  the  theory  of  taxable 
capacity  and  ability  to  bear.  Thus,  under  present 
conditions,  the  man  who  has  to  support  a wife  out  of 
the  same  earned  income  as  keeps  a bachelor  or  a single 
woman  merely  has  a remission  of  £2  16s.  3d.  towards 
the  support  of  his  wife.  The  Committee  would  point 
out  that  the  recognition  which  tends  to  be  accorded 
to  the  principle  of  “ equal  pay  for  equal  work  ” makes 
this  question  of  the  proper  adjustment  of  the  burden 
of  taxation  one  of  the  utmost  importance.  The  pre- 
sent relief  is  an  almost  negligible  proportion  of  the 
actual  cost  of  maintenance,  and  can  in  no  sense  be 
said  to  amount  to  a redress  by  the  State  of  the 
economic  balance  between  the  person  whose  income  is 
available  solely  for  his  or  her  support  and  the  person 
w lose  income  has  to  maintain  two  or  more  persons. 

t is  not  within  the  province  of  the  Federation  to  sug- 


gest how  far  that  balance  should  be  redressed  by  the 
State,  but  it  is  evident  that  if  it  were  desired  to 
destroy  the  economic  inequality  some  drastic  system  of 
allowances  for  maintenance  would  be  necessary.  It 
must,  moreover,  be  pointed  out  that,  at  any  rate  in 
the  lower  ranges  of  income,  it  would  be  impossible  to 
achieve  this  end  by  adjustment  of  taxation. 

Horizontal  graduation  required. 

12.248.  (10)  What  is  needed,  in  effect,  is  a consider- 
able extension  of  the  present  system  of  horizontal 
graduation,  by  which  the  principle  of  ability  to  bear 
may  be  applied  along  the  same  lines  of  income.  With 
the  highly  important  consideration  mentioned  above 
in  mind  the  Federation  suggests  that,  for  example, 
along  the  line  of  £500  income  an  endeavour  should  be 
made  to  adjust  taxation  so  as  to  afford  a relief  about 
£10  per  annum  in  support  of  each  dependant. 

This  relief  would  be  a welcome  and  substantial  con- 
tribution to  the  actual  cost  of  maintenance.  The 
annexed  schedule  shows  that  it  is  not  possible  on  the 
basis  of  the  present  figures  to  provide  for  a satisfactory 
amount  of  remission.  On  the  other  hand,  the  remis- 
sion which  the  Federation  has  in  mind  is  reached  in 
the  figures  shown  in  Column  B based  on  an  arbitrary 
revision  of  the  present  abatements  and  rates  of  tax. 
It  is  not  pretended  that  these  revisions  are  put  for- 
ward in  a form  suitable  for  adoption.  The  only  pur- 
pose of  the  figures  is  to  illustrate  the  possibilities  by  a 
much  closer  graduation  of  securing  a satisfactory 
remission. 

“ Ability  to  bear.” 

12.249.  (11)  What  the  Federation  proposes  is,  in 
short,  an  extension  of  the  principle  of  “ ability  to 
bear.”  It  urges  that  the  present  scheme  of  taxation 
should  be  so  amended  as  to  meet  equitably  what  is 
believed  to  be  the  view  of  the  time  that,  as  compared 
with  the  person  whose  income  is  unfettered,  the 
person  with  dependants  should  bear  a much  smaller 
burden 

Steeper  graduation. 

12.250.  (12)  Finally,  the  Federation,  while  not  re- 
commending specific  figures,  is  strongly  of  opinion  that 
the  Income  Tax  should  be  much  more  steeply  and 
evenly  graduated. 

CoMPAKISON  OF  INCOME  TAX  PAYABLE. 

(a)  On  present  scale,  and 


(b)  On  suggested  amended  scale  of  rates  and  abate- 
ments up  to  £1,000,  and  allowing  the  full 
abatement  in  respect  of  each  dependant. 
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Present  abatements.  Present  earned  rates. 

Not  exceeding  £400— £120  Not  exceeding  £500— 2s.  3d. 

£600— £100  „ „ £1000— 3s.  Od. 

„ „ £700—  £70 

Over  £700 — Nil. 


For  each  child  under  16 — £25  (up  to  £800). 

£25  for  each  eligible  child  in  excess  of  two  (£800— £ 1000). 
Wife  and  every  dependent  relative  £25  (up  to  £800). 


Suggested  abatements 

for  each  dependant.  Suggested  rates. 

Not  exceeding  £400— £120  Not  exceeding  £500— 2s.  3d. 

£600-  £80  „ „ £600 — 2s.  9d. 

£800—  £60  „ „ £800— 3s.  3d. 

” „ £1000—  £40  „ „ £1000— 3s.  9d. 

[This  concludes  the  evidence-in-chief.] 

12.251.  Chairman:  We  have  all  read  your  paper, 
and  although  some  of  the  suggestions  it  makes  1 
am  afraid  are  somewhat  revolutionary,  you  will  have 
questions  asked  you  with  the  view  of  elucidating  what 
you  suggest,  and  possibly  putting  difficulties  to  you. 

12.252.  Mr.  Marks:  Mr.  Wolstenholme,  I do  not 
think  really  I have  much  to  ask  you.  We  all  realize 
that  the  pressure  on  the  salaried  classes,  what  between 
high  prices  and  high  taxation,  has  been  very  severe, 
but  has  not  anything  been  done  to  mitigate  that 
pressure  by  the  raising  of  salaries? — (Mr.  Wolsten- 
holme) : Yes,  something  has  been  done  in  that  way, 
but  we  maintain  that  the  rise  in  salaries  has  not 
brought  us  even  to  the  old  level  that  we  were  at 
before  the  war. 

12.253.  Having  regard  to  the  rise  in  prices?— Yes. 

12.254.  Do  you  not  think  that  speaking  generally 
the  remedy  lies  rather  in  employers  raising  the 
salaries  of  their  employees  than  in  the  mitigation  of 
the  tax  for  a particular  class  of  the  people?— That 
may  be  good  in  so  far  as  it  meets  the  question  of 
the  salary,  but  we  maintain  that  the  lower-salaried 
workers,  those  whose  salaries  range  from  £200  up 
to  £800,  whose  cases  we  have  put  forward,  have  to 
hear  an  undue  proportion  of  taxation.  That  means 
to  say  that  the  proportion  of  their  income  that  they 
pay  in  taxation  is  acknowledged  to  he  more  than 
their  fair  share. 

12.255.  That  is  your  answer — that  what  has  been 
done  in  one  direction  is  not  sufficient  to  compensate 
in  other  directions? — Yes. 

12.256.  Your  suggestion  of  certain  additional  allow- 
ances has  been  met  to  some  extent,  at  any  rate — I 
do  not  know  whether  it  goes  far  enough  to  please 
you — by  the  provisions  in  the  Finance  Act,  1919? — 
Yes,  we  notice  with  pleasure  those  provisions,  and 
they  certainly  go  some  way  in  our  direction,  but,  as 
you  say,  not  so  far  as  we  would  desire. 

12.257.  You  say:  “ the  present  abatement  of  £25 
for  wife  and  children  is  entirely  inadequate.”  Have 
you  fixed  in  your  own  mind  what  you  would  consider 
to  be  a fair  sum? — Yes,  we  have  a graduated  scale 
which  should  be  read  in  conjunction  with  paragraph 
10  of  our  evidence-in-chief.  It  is  in  the  table  at 
the  end  of  paragraph  12:  “ Suggested  abatements 
for  each  dependant.”  There  is  a larger  one  for  the 
smaller  income  and  then  it  decreases ; and  we  had 
in  mind  that  abatement  for  each  dependant  on  the 
income. 

12.258.  How  does  that  compare  with  the  present 
position?  The  wife’s  allowance  has  risen  from  £25 
to  £50.  What  do  you  suggest  for  the  wife? — We  sug- 
gest £120  in  the  case  of  an  income  below  £400.  On 
an  income  not  exceeding  £600  it  would  be  £80 ; not 
exceeding  £800  it  would  be  £60 ; and  a diminishing 
amount  as  the  income  increased. 

12.259.  And  for  children? — The  same.  We  have 
proposed  that  there  should  he  allowed  an  abatement 
of  that  figure  for  each  dependant  in  the  family. 
Might  I draw  attention  to  paragraph  10;  then  you 
will  see  why  we  have  fixed  those  figures.  There  we 
ask  that  taxation  may  be  adjusted  so  as  to  afford 
a relief  of  £10  in  tax  per  annum,  as  a relief  towards 
the  support  of  each  dependant;  and  we  have  worked 
out  those  figures  fropi  £120  down  to  £40.  By  that 


means  we  found  that  our  proposal  gives,  roughly, 
for  each  dependant,  relief  in  taxation  of  about 
£10. 

12.260.  Mr.  Kerly:  In  effect  what  you  are  asking 
is  not  for  abatement  but  for  £10  tax  to  he  allowed? 
—Yes. 

12.261.  Mr.  Marks : Then  on  the  question  of  assess- 
ing the  family  income  on  the  family  basis:  have  you 
considered  what  loss  that  would  cause  to  the  Revenue? 
—No,  we  have  not  the  figures  available  to  allow  us 
to  enter  into  that  question. 

12.262.  You  will  agree  probably  that  there  would 
be  a very  considerable  loss? — Yes,  we  are  quite  pre- 
pared to  find  that  there  would  be  some  loss. 

12.263.  I do  not  know  what  meaning  you  attach 
to  “ some,”  but  it  would  be  a very  large  loss?— As 
I have  said  just  now,  we  have  never  been  able  to 
calculate  it. 

12.264.  Have  you  any  suggestion  to  make  as  to  the 
means  by  which  that  loss  might  be  replaced? — In  para- 
graph 12  we  draw  attention  to  a scheme  of  gradua- 
tion. While  not  recommending  any  specific  figures, 
we  are  of  opinion  that  the  Income  Tax  should  be  more 
steeply  and  evenly  graduated. 

12.265.  What  is  the  exemption  limit  that'  you  fix 
in  your  scheme? — We  went  on  the  present  abatement 
figure  of  £120. 

12.266.  Sir  W.  Trower : £130? — The  abatement  is 
£120 ; the  exemption  is  £130. 

12.267.  Mr.  Marks : I meant  the  exemption  limit. 

12.268.  Sir  W.  Trower:  I understood  the  question 
related  to  exemption. 

12.269.  Mr.  Marks : Do  you  think  £130  is  a fair 
exemption  limit? — If  we  could  get  a substantial  re- 
mission in  taxation  for  dependants  we  should  be  pre- 
pared to  accept  the  present  exemption  limit. 

12.270.  And  you  throw  the  burden  of  the  loss  on 
the  larger  incomes? — Yes.  Of  course,  we  have  always 
had  in  mind  the  fact  that  this  relief  that  we  are 
asking  for  in  the  matter  of  taxation  would  be  tem- 
porary only,  until  those  who  were  dependant  upon 
the  income  were  sufficiently  old  to  maintain  them- 
selves. 

12.271.  But  in  an  increasing  community  they  would 
be  replaced  by  other  children  in  other  families? — Yes. 

12.272.  It  throws  the  same  burden  on  the  State? — 
Yes,  but  the  incidence  of  exemption  from  taxation 
would  not  be  for  all  time  for  the  same  family ; it 
would  he  for  a limited  number  of  years.. 

12.273.  Mr.  Pretyman : Have  you  made  any  attempt 
to  calculate  what  rates  of  tax  would  be  involved  in 
the  new  graduation  that  you  propose? — No,  we  have 
not  had  sufficient  figures  at  our  disposal  to  be  able  to 
make  a calculation  of  that  sort. 

12.274.  I think  you  understand,  do  you  not,  that 
it  is  very  important  to  maintain  the  yield  of  the  tax 
under  the  present  financial  conditions? — Yes,  we  quite 
realize  that. 

12.275.  It  is  not  very  difficult  to  propose  reductions 
such  as  you  propose,  towards  which  obviously  every- 
body must  feel  most  sympathetic — nothing  could  be 
stronger  than  the  ground  that  you  give — but  that  is 
only  one  side  of  the  case.  It  is  easy  to  say  : “ put  it 
a little  higher  tip,”  without  troubling  to  look  into  the 
question  of  what  it  would  involve.  Is  it  not  necessary, 
before  you  can  really  put  that  forward  as  a definite 
proposal,  to  have  some  idea  what  it  will  actually  in- 
volve?— We  have  considered  we  are  justified  in  our 
application,  seeing  it  has  been  admitted  on  all  Bides 
that  small  incomes  in  particular  are  subject  to  a very 
heavy  burden. 

12.276.  Absolutely;  hut  in  itself,  obviously,  the 
levying  of  any  Income  Tax  at  all  upon  small  incomes 
is  a hardship? — Yes,  I will  admit  that. 

12.277.  And  you  will  have  to  go  a long  way  up  the 
scale  until  fit  is  not  felt  as  a hardship,  at  any  rate  at 
the  present  rates? — Yes,  hut  you  will  admit  also  that 
there  is  a certain  income  that  provides  for,  let  me 
say,  necessities,  and  that  as  you  go  up  in  the  scale 
of  incomes  you  have  more  and  more  what  I would  call 
free  money,  that  is  to  say,  it  is  not  tied  down  to  the 
necessities  of  life. 

12.278.  Certainly;  and  that  is  recognized  in  the 
graduated  scale  now.  It  is  only  a question  of 
degree,  is  it  not? — Yes, 
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12.279.  What  we  are  rather  apt  to  find  is  that 
everybody  who  thinks  that  the  burden  on  their  par- 
ticular section  is  too  heavy,  comee  and  asks  to  have 
it  reduced.  They  give  very  strong  grounds  for 
having  it  reduced,  and  they  simply  say:  “steepen 
the  graduation  ” ; but  they  do  not  seem  to  have  taken 
the  trouble  to  go  into  the  question  of  what  steepen- 
ing would  be  required  and  what  would  be  really 
involved,  and  whether  the  revenue  could  be  obtained? 

(Dr.  Jones)  : On  that  point,  can  it  not  be  quite 

reasonably  said  that  so  far  the  experiments  in  gra- 
duation that  any  Government  has  undertaken  have 
been  experiments  in  relatively  large  steps;  and  that 
not  so  much  the  question  of  steepening  as  the  ques- 
tion of  smoothing  out  by  introducing  many  inter- 
mediate steps,  would  of  itself  produce  the  desired 
result. 

12.280.  I think  there  has  been  a good  deal  of 
steepening,  too.  The  rate  at  the  top  is,  Income  lax 
and  Super-tax,  nominally  1.0s.  Gd.,  really  about  10s. 
That  is  pretty  high,  is  it  not? — It  is  not  a question 
of  whether  it  is  high  or  not;  you  have  a step  here 
assessed  at  a certain  rate,  and  you  have  a step  there 
assessed  at  a higher  rate.  All  in  between  are 
assessed  at  the  lower  rate.  By  introducing  other 
steps,  you  divide  these  incomes  out  into  groups,  only 
the  lowest  of  which  pays  at  the  first  rate,  and  all 
the  others  would  pay  a slightly  higher  rate.  Your 
general  line  of  steepness  is  not  changed,  there  is  no 
steepening,  but  there  would  be  a greater  total 
revenue. 

12.281.  You  suggest  a steeponing? — I suggest  more 
intermediate  steps. 

12.282.  Steepening  the  svhole  by  cutting  off  a little 
from  the  bottom,  and  adding  it  on  a little  higher 
up? — No;  we  have  large  steps  here,  and  if  you  get 
the  thing  out  in  a drawing  in  the  usual  way  to  show 
the  angle  of  steepness,  that  line  will  touch  the  corner 
of  each  step.  Even  if  that  line  is  left  alone,  by 
putting  in  intermediate  stops  you  increase-  the-  total 
yield . 

12.283.  Yes,  but  if  you  draw  your  line  steeper, 
you  will  find  that  in  T'der  to  get  your  line  to  touch, 
you  will  have  to  cut  off  at  the  bottom  and  add  cn  at 
the  top? — Yes,  if  you  steepen,  but  Just  at  present  I 
am  not  suggesting  steepening 

12.284.  Mr.  Mackinder : But  you  would  get  less 
revenue,  your  way? — More  revenue. 

12.285.  If  you  take  an  income  of  £2,000,  above 
which  figure  the  rate  goes  up  by  9d.,  the  moment  a 
person  has  got  £2,100  he  is  liable  to  that  extra  9d., 
which  applies  to  the  top  £500  of  an  income  not 
exceeding  £2,500.  But  if  you  insert  steps  at  every 
£100,  then,  instead  of  being  liable  to  what  I call  the 
£2,500  rate,  he  is  liable  to  a less  rate  at  £2,100. 
The  effect  of  what  you  are  suggesting  would  be  to 
diminish  the  national  revenue? — I think  it  would  be 
to  increase  it. 

12.286.  Mr.  Pretyman  : I only  put  the  point  that 
wo  are  having  to  try  all  wo  can  to  find  remedies  for 
hardships,  but  at  the  same  time  to  maintain  the 
revenue.  It  is  more  valuable  to  us  to  have  a sugges- 
tion which  covers  both  sides  than  merely  a suggestion 
for  relief.  Of  course  it  is  our  business  to  do  that; 
I quite  admit  that.  You  would  be  entitled,  I sxip- 
pose,  to  say  to  us:  “ we  have  merely  come  here  to 
tell  our  grievance,  and  it  is  for  you  to  say  whether 
our  grievance  is  so  great  that  it  justifies  adding  a 
burden  to  somebody  else.”  I quite  understand  that; 
but  you  are  thinking  people  who  have  experience  of 
life,  and  you  can  look  at  things  as  citizens  as  well  as 
your  own  individual  case,  and  if  you  oould  think  of  it 
from  the  national  point  of  view  and  consider  that 
point,  I think  it  would  be  valuable. 

12.287.  Sir  W.  Trmoer : There  is  only  one  question 
of  figures  which  I should  like  to  ask  you,  so  as  to 
make  myself  better  acquainted  with  your  scheme.  On 
the  family  basis,  you  say : “ the  total  income  of  all 
the  members  of  a family  would  be  divided  by  the 
number  of  members  in  that  family,  each  portion, 
after  division,  being  regarded  as  a separate  income.” 
The  exemption  being  £130,  multiply  that  by  5 for  a 
man  and  his  wife  and  three  children.  That  gives 
you  an  income  of  £650,  does  it'  not? — (Mr.  Wols ten- 
holme)  : Yes. 
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12.288.  And  that  would  escape  all  taxation? — That 
would  escape  all  taxation. 

12.289.  Then  if  I refer  to  your  scheme  at  the  end, 
you  say  on  £600,  a man  and  wife  and  three  children 
would  pay  £27  10s.  Od.  ? — But  for  incomes  up  to  £600, 
you  will  see  we  have  asked  for  an  abatement  of  £80, 
not  £120. 

12.290.  As  a matter  of  fact,  there  is  a little  dis- 
crepancy in  the  statement  in  the  letterpress  and  in 
your  figures? — (Mr-.  Norman):  The  family  basis  is 
dealt'  with  in  paragraph  7.  Then  paragraph  8 goes 
on  to  say  that  although  we  are  attracted  by  that 
basis,  in  fact  we  see  many  difficulties  in  working  it 
out.  Our  statement  says : ‘ ‘ Difficulties  arise,  how- 
ever, as  to  the  definition  of  dependency.”  And  then 
we  say:  “ The  whole  subject  demands  a more  expert 
examination  than  this  Federation  is  in  a position  to 
make  without  access  to  official  records,  etc.,  but  it 
must  be  insisted  on  that  the  aim  of  the  Federation 
is  to  secure  relief  to  the  middle  classes  by  actual 
remission  of  taxation,  and  that,  provided  this  end  is 
secured,  the  means  are  of  secondary  importance.” 
We  are  attracted  by  that  family  basis,  but  we  do  not 
feel  sufficiently  expert  to  say  that  it  would  work;  in 
fact,  we  have  doubts. 

12.291.  It  does  not  appear  quite  how  you  make 
out  your  figures;  that  is  all  I wanted  to  put. 

12.292.  Mr.  Walker  Clark : What  is  the  Federation 
which  you  represent?  Is  it  a very  large  body? — We 
represent  a number  of  Teachers’  bodies : The  Associa- 
tion of  University  Women  Teachers,  the  National 
Union  of  Teachers,  the  Association  of  Assistant  Mis- 
tresses, the  Incorporated  Association  of  Assistant 
Masters;  also  a number  of  bodies  of  Civil  Servants 
and  others : the  Customs  and  Excise  Federation,  the 
London  County  Council  Staff  Association,  the  Second 
Division  Clerks’  Association,  the  National  Federa- 
tion of  Class  Teachers,  the  Tax  Clerks’  Association, 
the  London  Teachers’  Association,  the  Federation  of 
Women  Civil  Servants,  the  National  Association  of 
Employment  Department  Officers,  the  Association  of 
Teachers  of  Domestic  Subjects,  and  the  National 
Union  of  Trained  Nurses. 

12.293.  Some  of  these  associations  that  you  repre- 
sent have  already  appeared  before  the  Committee, 
and  their  suggestions  are  rather  different  from  yours? 
— The  National  Union  of  Teachers,  I believe,  was 
going  to  give  evidence. 

12.294.  They  have  done  so.  What  I want  to  find 
out  is  whether  you  represent  the  National  Union  of 
Teachers  in  your  proposals? — I have  not,  as  a matter 
of  fact,  seen  the  memorandum  which  they  said  they 
were  going  to  put  in,  but  we  did  consult  together. 
When  we  found  that  their  conference  had  determined 
to  give  evidence,  we  met  together  and  we  found  there 
was  no  substantial  difference  in  the  evidence  we  were 
going  to  give. 

12.295.  Have  you  any  resolution  supporting  the 
memorandum  which  you  have  put  in  evidence  from 
each  of  these  organisations,  or  some  representative 
council  in  connection  with  these  organisations? — The 
council  of  this  Federation  is  composed  of  the  leading 
representatives  of  each  of  the  bodies  which  are  named 
there,  and  they  have  adopted  these  proposals. 

12.296.  But  the  several  organisations  themselves,  as 
such,  have  not  been  consulted  in  reference  to  these 
specific  proposals? — These  have  all  been  submitted.  I 
do  not  think  that  I could  say  that  the  organisations 
have  formally  endorsed  them,  but  they  have  all  been 
brought  to  the  notice  or  the  organisations. 

12.297.  Now  one  or  two  questions  on  the  Schedule. 
You  suggest  that  evasion  on  the  part  of  any  section  or 
sections  means  a loss  of  revenue,  which  has  to  be  met 
by  other  sections.  Is  there  much  evasion?  We  want 
to  find  out  where  the  evasion  is.  It  is  a practical 
qiiestion  ? — (Mr.  Wolstenholme) : I am  not  in  a posi- 
tion to  'say  how  much  evasion  there  is,  but  that  there 
is  evasion  is  evident  by  the  cases  that  are  brought  into 
the  Law  Courts. 

12.298.  But  the  fact  that  they  are  brought  into  the 
Law  Courts  shows  that  they  are  unsuccessful  in  their 
attempts? — Those  that  are  caught  are  not  successful, 
but  how  about  those  who  are  not  caught? 
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12.299.  Mr.  Kerly : Would  you  argue  in  the  same 
way  that  traders  do  not  pay  their  debts,  because  some 
of  them  have  to  be  sued  ? — (Mr.  Norman ) : In  point  of 
fact,  I think  we  can  tell  by  a very  cursory  study  of 
Income  Tax  literature  that  there  is  a percentage  of 
evasion,  and  I think  what  people  in  our  own  station 
have  in  mind  is  that  we  do  know  in  fact  of  instances, 
perhaps  particularly  of  traders  and  of  men  in  the 
smaller  kinds  of  business,  where  we  feel  confident  that 
there  is  evasion.  Of  course,  we  know  perfectly  well 
that  we  cannot  bring  that  evidence.  That  you  have 
already  officially,  but  we  do  say  that  there  is  in  fact 
evasion,  and  that  such  evasion  as  there  is  throws  a 
greater  burden  on  the  people  who  do  not  evade,  or 
cannot  evade. 

12.300.  I think  we  shall  all  agree  with  that — that 
some  people  who  ought  to  pay  Income  Tax  do  not,  and 
others  do  not  pay  as  much  as  they  ought  to.  The 
whole  question  is,  what  is  the  amount  of  loss  to  the 
Revenue?  and  this  Commission  has  had  some  evidence 
from  officials  which  suggests  that  it  is  very  much  less 
than  members  of  the  public,  hearing  of  isolated  in- 
stances or  stories,  are  apt  to  imagine.  You  know  the 
Revenue  has  other  lines  of  estimation  than  are  open 
to  the  public;  for  instance,  there  is  the  payment 
which  is  made  at  the  source,  which  enables  a very 
shrewd  guess  as  to  what  total  incomes  are  madej  and 
upon  those  lines  we  have  already  had  evidence  before 
us. 


12,301..  Mr.  Walker  Clark:  With  reference  to  this 
definition  of  dependants,  would  you  suggest  that 
there  should  be  an  age  limit  in  respect  of  the  allow- 
ance for  dependants  ? — (Mr.  Wolstenholme ) : We  have 
said  that  so  far  as  children  are  concerned  it  should 
be  continued  up  to  the  age  of  18  years. 

12.302.  And  others,  of  course,  are  dependants  owing 
to  incapacity? — Yes,  if  a person  was  incapacitated,  of 
course  he  would  be  completely  dependent. 

12.303.  That  would  depend  on  medical  testimony 
and  so  on? — Yes. 

12.304.  But  there  is  a convenient  period  for  the 
young,  of  18  years?— Yes,  during  the  period  of  edu- 
cation. 

12.305.  Mr.  Mackinder:  I have  only  one  question 
to  put,  and  I do  not  put  it  in  any  sense  in  a hostile 
way,  because  I am  sure  we  are  all  very  sympathetic 
with  the  idea  you  are  trying  to  put.  But  I do  notice 
—and  I want  your  comment  on  it— that  the  effect  of 
your  combined  changes  in  the  rate  and  abatement  is 
as  far  as  I can  see,  to  diminish  the  tax  to  be  paid  by 
those  who  receive  £800  and  less,  and  to  put  an  in- 
creased charge  on  all  the  categories — man,  man  and 
wife,  man  wife  and  one  child,  man  wife  and  three 

°n  ^UJhe  categ°ries  of  a man  receiving 
±-1,000  a year  ? — Yes,  that  is  quite  so,  because  we  have 
considered  that  people  with  incomes  up  to  £800  are 
the  ones  who  should  obtain  the  maximum  of  relief 
and  that  those  above  that  can  more  easily  afford  to 
pay  the  tax. 


12.306.  Your  Federation  represents  a group  of  Asso- 

ciations, all  of  whom,  I imagine,  contain  members 
mainly  of  what  I will  call  the  less  than  £800  a year 
class? — Yes,  that  is  a fact.  J 

12.307.  And  you  have  accepted  that  fact,  have  you? 


12  308.  You  have  not  seriously,  then,  debated  the 
question  of  whether  you  should  begin  at  that  parti- 
cular point  and  put  an  increased  charge  on  the  £1  000 
a year  people?— We  have  not  considered  what ’the 
increased  charges  should  be  for  £1,000  a year  and 
over.  J 


12,309.  But  you  propose  rates  and  abatements  in 
regard  to  which  you  yourselves  point  out  that  the 
effect  would  be  to  put  increased  charges  on  the 
person  with  £1,000  a year.  That  is  so,  is  it  not?— 
res. 


12,310.  I notice  that  the  greater  number  of  your 
constituent  associations  (I  think  I am  right  in  sayinK 
s.o)  connected  with  teaching  NorJm): 

And  the  civil  service.  ' 

W^  Wolsf.enhoUne)  : Teaching  very  largely,  yeB. 

A3'3*1'  Ths  Pm°“  £1,000  a year,  and  let  me 
add  the  person  with  £1,200  or  £1,500  a year,  you 

t*7’  3 T011  n.“t'  la“  veiT  ho!v''V  charges  in 

connection  with  education.  He  is  a type  of  profes- 


sional man,  we  will  say,  on  the  whole,  who  naturally, 
wishing  to  bring  up  his  child  in  the  same  line  of  life 
as  himself,  has  very  heavy  charges  in  regard  to 
education,  has  he  not? — Yes,  but  those  with  lesser  in- 
comes also  have  heavy  charges,  and  the  man  with 
£1,000,  £1,200  or  £1,500  a year  has  more  chance  of 
sustaining  those  charges. 

12.312.  Yes,  but  I notice  the  basis  of  the  system 
which  you  are  proposing  to  us  is  not  that  there  is 
to  be  an  absolute  deduction,  as  I understand  it,  for 
each  dependant,  but  that  there  is  to  be  a graduated 
deduction  in  proportion  to  the  income? — Yes,  that  is 
quite  true. 

12.313.  If  that  is  so,  why  do  you  start  at  £800, 
and  why  would  you  not  carry  your  principle  higher? — 
(Dr.  Jones):  How  high? 

12.314.  That  is  not  for  me;  I am  asking  you 
why  you  put  it  at  such  a point  as  that  you  exclude 
people  with  £1,000  a year,  though  as  a matter  of 
fact  at  least  one  half  of  the  associations  of  which  your 
Federation  is  formed  are  connected  with  the  teaching 
profession  and  derive  their  incomes,  or  at  any  rate 
a portion  of  their  incomes,  from  the  people  with, 
say,  £1,000  up  to  £1,500  a year? — (Mr.  Norman): 
I should  think  there  are  very  few  indeed  in  the 
associations  we  represent. 

12.315.  Then  your  answer  is,  if  I may  say  it  without 
offence  in  the  least — because  you,  of  course,  come  here 
to  represent  your  own  point  of  view — that  you  simply 
had  in  view  the  alleviation  of  the  particular  class 
that  you  represent,  and  you  have  not  given  any 
careful  and  considered  thought  to  the  situation  of 
those  who  would  be  actually  more  heavily  burdened 
under  your  scheme,  those  earning  £1,000  or  £1,200 
or  £1,500? — (Mr.  Wolstenholme) : We  have  given 
consideration  to  that  in  this  respect.  We  have  con- 
sidered that  the  higher  income  was  more  capable  of 
bearing  that  increased  taxation  than  the  smaller 
income  is  of  bearing  the  present  taxation. 

12.316.  I have  already  pointed  out  to  you,  and  I 
think  you  have  agreed,  that  your  principle  is  not 
that  of  an  absolute  abatement  but  of  a graduated 
abatement  in  proportion  to  the  income? — Yes. 

12.317.  And  if  that  is  so,  1 think  1 was  justified  in 
asking  you  why  you  stopped  at  that  particular  point. 
But  I do  not  want  to  press  the  matter  further?— 
(Mr.  Norman):  I should  like  to  add  this  to  the 
answer,  if  I may.  These  figures  need  to  be  read  in 
conjunction  with  paragraph  10  of  our  evidence-in- 
chief.  We  are  arguing  especially  the  question  of  a 
horizontal  graduation  in  addition  to  the  present 
vertical  graduation.  We  say  in  our  evidence : “ the 
remission  which  the  Federation  has  in  mind  is 
reached  in  the  figures  shown  in  column  B based  on 
an  arbitrary  revision  of  the  present  abatements  and 
rates  of  tax.  It  is  not  pretended  that  these  revisions 
are  put  forward  in  a form  suitable  for  adoption.  The 
only  purpose  of  the  figures  is  to  illustrate  the  possi- 
bilities by  a much  closer  graduation  of  securing  a 
satisfactory  remission.”  I can  say  that  our  Com- 
mittee, as  a matter  of  fact,  would  be  perfectly  pre- 
pared to  argue  the  case  of  the  £1,000  a year  man 
with  detailed  figures  before  us.  We  have  not  simply 
cQnntliatiWe  Want  to  get  relief  ter  the  man  up  to 
£800,  and  that  we  do  not  care  twopence  about  toe 
man  over  that.  We  did  jot  down  what  were  merely 
graduated  rates  and  graduated  abatements,  and  those 
columns  happened  to  be  the  effect  of  those  graduated 
figures,  and  they  did  show  roughly  a remission  of  £10 
tax  per  dependant,  which  we  had  in  mind.  That 
is  the  explanation  of  the  figures. 

12.318.  Mr.  McLintock : I should  like  to  clear  up 
this  question  of  the  dependant.  On  an  income  not 
exceeding  £400  for  a man,  wife,  and  one  child  you 
get  a total  abatement  of  £360?—  (Mr.  Wolstenholme) : 
Yes,  quite  so. 

12.319.  He  pays  tax  on  £40? — Yes. 

12.320.  Then,  when  you  come  to  £600,  a man  who 
is  in  the  same  position,  with  one  child,  is  given  £240 
abatement  and  he  would  pay  tax  on  £360.  The 
income  is  only  £200  different,  but  he  is  taxable  in  a 
jump  from  £40  to  £360.  Then  you  put  6d.  on  the 
rate  of  tax.  Then  when  you  come  to  the  £800  indi- 
vidual you  give  him  an  abatement  of  £180,  and  he 
pays  tax  on  £620,  and  you  again  increase  the  tax 
by  6d.?— Yes. 
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12.321.  Do  you  consider  that  is  a fair  graduation, 
looking  to  the  relative  increase  of  income? — Yes,  be- 
cause the  man  with  the  increasing  income  has  got 
the  money  that  enables  him  to  pay  it. 

12.322.  Do  you  not  think  you  have  steepened  it 
rather  too  much  ? — We  have  used  the  figures  to  illus- 
trate the  argument  and,  as  we  have  said  in  the 
memorandum,  we  are  not  wedded  to  those  exact 
figures. 

12.323.  You  have  worked  these  abatements  out 

really  to  correspond  with  your  £10  relief? — Yes,  we 
have  worked  these  figures  out  so  that  they  would  eive 
a relief  of  £10.  B 


12.324.  You  have  adjusted  the  tax  to  arrive  at  that 
result? — Yes. 

12.325.  Mr.  Kerly : You  say  that  there  is  a general 
view  that  there  is  a hardship  on  the  middle  classes. 
What  do  you  mean  by  the  middle  classes — people 
earning  above  some  figure,  say,  £200,  and  under 
£1,000  a year? — As  we  are  speaking  on  the  question 
of  the  Income  Tax,  we  have  confined  our  interpre- 
tation of  the  middle  classes  to  the  question  of  in- 
come, meaning,  as  you  say,  those  between  £200  and 
£1,000  a year. 

12.326.  Then  when  you  speak  of  the  general  view, 
you  mean  the  view,  so  far  as  you  can  ascertain  it, 
of  persons  with  that  income? — No;  we  mean  more 
than  that.  About  the  special  hardship,  it  has  been 
admitted,  because  we  have  had  from  time  to  time 
increasing  reliefs  for  dependants  put  into  the  Budget 
with  regard  to  Income  Tax. 


12,327.  You  cannot  point  to  a past  dealing  with  a 
particular  grievance  as  an  admission  that  the  griev- 
ance exists  after  the  relief  has  been  given.  Am  I not 
right  in  saying  that  the  middle  classes,  understood 
as  you  say,  suffer,  in  their  own  opinion?  Have  you 
any  reason  for  supposing  that  people  with  less  than 
£l00  a year  think  that  the  middle  classes,  so  defined, 
aro  unjustly  taxed  ? — (Mr.  Norman ) : My  impression, 
from  studying  debates  in  the  House  of  Commons,  for 
instance,  is  that  there  is  a feeling  among  the  Labour 
members  that  the  middle  class  man  has  suffered, 
especially  during  the  war,  and  that  the  burden  of 
taxation  on  him  is  too  great.  I think  I should  have 
no  difficulty  in  finding  extracts  from  speeches  that 
would  bear  that  out. 


12.328.  We  have  had  representatives  of  very 
numerous  workers’  unions,  who  seem  to  hold  the  view 
“Lat  a man  with  more  than  £500  a year  can  well 

+ y°  pay.  wh°le  of  the  excess  in  taxation, 
that,  I take  it,  is  not  your  view? — Quite. 

12.329.  On  the  other  hand,  have  you  any  reason 

+°  With  reSard  to  people,  say,  with  £1,000 

to  £l,o00  a year,  that  the  stratum  just  below  them  is 
more  unfairly  taxed  than  they  are?— That  I do  not 
Rnow  but  I have  heard  people,  with  very  much  more 
than  that,  take  that  view. 


12,330.  Well,  gentlemen,  does  it  not  really  oome  t- 
, :Q  eve7rybody  feels  where  the  shoe  pinches  his  owi 
class? — (Dr.  Jones):  Certainly. 

^p12’331;  f want  to  see  if  there  is  not  a real  questioi 
or  principle  behind  what  you  are  putting  to  us.  Yoi 
can,  for  purposes  of  taxation,  leave  a man  what  yoi 
legard  as  the  absolute  minimum  that  he  will  requin 
o cairy  on  the  normal  life  of  a citizen,  before  yoi 
take  anything  by  way  of  Income  Tax.  There  is  an 
ner  way.  You  can  consider  what,  having  regarc 
a°  ins  social  position,  he  has  to  expend,  before  yoi 
arrive  at  the  surplus  for  taxation,  mat  you  liav. 

one  is  to  take  the  second  principle,  and  not  th< 
nrst,  is  it  not  ?— The  second  rather  than  the  first. 

12,332  And  yet  you  stop  at  £1,000  a year.  Now  i 
man  with  £600  a year  is  going  to  spend  more  or 
+1,0  educatlon  ?f  his  children  and  his  maintenance 
n a man  with  £200  a year,  and  so  you  propose 
wi+lfl?  nin™  a Iarger.  all°wance.  Is  not  the  mar 
wi+?  i'rAn  a year  g°inS  to  spend  more  than  a mar 
wicn  *,(31.10  a year,  and  on  the  same  grounds?  It  is  so. 
jnj.  notr'  ^ But  you  do  not  propQse  to  take  thal 
n - acc°unl'i3— But,  on  the  other  hand,  are  you  pro 
the  argument  to  the  man  with 
’00°  a year,  £5,000  a year,  or  £10,000  a year? 
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12.333.  I am  going  to  see  what  your  answer  is, 
before  I go  on? — Well,  that  is  my  answer. 

12.334.  I want  to  see  whether  the  problem  is  really, 
as  you  suggest,  discontinuous,  and,  if  so,  where  the 
break  comes? — There  can  be  no  general  agreement 
as  to  where  the  break  comes,  but  I think  there  will 
be  general  agreement  about  this : that  up  to  a certain 
point,  on  the  argument  with  which  you  began  your 
illustration — the  relative  amount  spent  on  the  educa- 
tion of  his  children  by  the  man  with  £600  a year, 
as  compared  with  the  man  with  £200  a year — you  do 
get  parallelism,  but  that  parallelism  is  not  a mere 
mathematical  thing  that  continues  throughout.  It 
is  not  true  that  a man  with  £10,000  a year  spends 
necessarily  10  times  as  much  upon  the  education  of 
his  children,  supposing  he  has  the  same  number  of 
children,  as  the  man  with  £1,000  a year. 

12.335.  I agree  that  when  you  get  to  very  large 
incomes,  the  expenditure  over  a man’s  children  is  a 
negligible  part  of  his  personal  expenses.  His  ex- 
penditure probably  has  very  little  that  is  personal 
about  it  beyond  a small  proportion.  There  is  an- 
other element  in  the  question  of  children.  In  the 
lower  ranges  of  income,  does  not  the  greater  part  of 
the  education  fall  already  upon  the  State? — Yes. 

12.336.  Have  you  taken  that  into  account  in 
making  your  proposed  allowances  against  tax? — 
Yes,  I think  so. 

12.337.  You  do  not  refer  to  it  in  your  paper? — 
(Mr.  Norman) : We  had  that  definitely  in  mind. 

12.338.  If  the  man,  say,  with  £400  a year,  sends 
his  children  to  the  Board  Schools,  and  a man  with 
£600  a year  sends  some  of  them  or  all  of  them  to 
schools  for  which  he  pays  fees,  then  the  burden  on 
the  man  with  £600  a year  is  not  relatively,  but 
actually,  greater  than  the  burden  on  the  man  with 
£400? — But  he  is  not  compelled,  in  order  to  give 
them  a good  education,  to  send  them  to  a paying 
school. 

12.339.  That  is  reverting  to  the  other  principle, 
of  allowing  the  man  only  the  expenditure  which  he 
is  obliged  to  make? — Quite,  and  our  answer  was  that 
we  prefer  the  second  principle,  but  that  in  fact,  so 
far  as  we  can  see,  there  is  no  divine  inspiration 
about  any  of  these  principles. 

12.340.  The  first  principle  at  the  present  moment 
allows  an  exemption  of  £120  a year  for  everybody? 
— Yes. 

12.341.  That  would  be  far  below  the  range  of  your 
£600  or  £800  income? — Quite. 

12.342.  Further  than  that,  the  actual  incomes  of 
the  teaching  class,  whom  you  represent,  are  already 
raised  by  taxation  on  the  community  to  a great 
extent.  I think  you  have  already  dealt  with  the 
question  of  evasion.  The  suggestion  in  your  para- 
graph 4,  that  there  has  been  a great  deal  of  evasion, 
is  merely  a surmise,  and  you  have  no  definite  faets 
to  put  before  us? — Pardon  me;  we  do  not  say  a 
great  deal  of  evasion,  we  say  evasion.  We  simplv 
refer  to  the  fact  that  in  so  far  as  there  is  evasion, 
whatever  the  amount  of  the  evasion  may  be,  the 
loss  through  evasion  falls  on  the  other  people.  We 
do  not  say  that  there  is  a great  deal.  As  a matter 
of  fact  we  know  that  there  are  figures  which  show 
that  the  percentage  is  not  a very  high  one. 

12.343.  What  you  say  is:  “ The  feeling  that  they  ” 
— that  is  the  middle  classes — “ suffer  for  evasion  by 
other  people  is  a constant  source  of  irritation”? — 
Quite. 

12.344.  There  is  also  a constant  source  of  irritation 
to  be  found  in  the  fact  that  a very  large  number  of 
artisans,  earning  large  incomes,  pay  no  Income  Tax 
at  all?— Quite  true. 

12.345.  You  make  a reference  somewhere  to  in- 

direct taxation,  and  you  make  a point  that  the  in- 
direct taxation  increases  with  the  size  of  the  familv? 
—Yes.  J ' 

12.346.  That  is  in  your  paragraph  5.  That  really 

is  not  a good  point,  is  it?  The  indirect  taxation 
which  counts  is  upon  alcohol  and  tobacco.  That 
does  not  increase  with  the  size  of  the  family?— 
(Mr.  Wolstenholme):  But  there  are  other  com- 

modities which  are  taxed. 


2 Q 4 


614 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


12  September,  1919.]  Mu.  F.  E.  Wolstenholme,  Mr.  F.  H.  Norman,  and  Dr.  Robert  Jones.  [Continued. 


12.347.  There  are  others ; there  are  sugar  and  tea, 
for  instance ; but  still,  those  are  relatively  small 
charges? — {Mr.  Norman ):  But  I understand  that  in 
the  weekly  budget  they  make  up  a fairly  substantial 
charge. 

12.348.  We  have  had  figures  before  us;  if  I remem- 
ber the  figure  it  is  £3  out  of  £14  per  year  on  a 
wage-earner's  weekly  pay? — {Dr.  Jones):  Surely  3 
out  of  14  is  not  a negligible  proportion. 

12.349.  A relatively  small  proportion? 

12.350.  Mr.  Mackinder : You  do  not  mean  a pro- 
portion of  £3  out  of  £14,  I think. 

12.351.  Mr.  Marks : I have  the  figures  here.  For 
a family  with  an  income  of  £100  a year,  the  total 
of  indirect  taxation,  which  includes  the  Post  Office 
and  other  indirect  taxation,  is  £13  15s.  lid.,  of 
which  £12  13s.  8d.  goes  in  tea,  sugar,  tobacco  and 
alcohol.  Of  that  amount,  £3  5s.  is  tea  and  sugar 
and  the  balance,  £9  odd,  is  tobacco  and  alcohol. 

12.352.  Mr.  Kerly : That  is  what  I meant. 

12.353.  Mr.  Mackinder : If  I may  say  so,  the  wit- 
nesses were  misunderstanding  you,  because  Mr. 
Norman  was  putting  to  you  that  3 out  of  14  was  not 
a small  proportion.  I think  he  was  taking  it  on 
the  total  income.  I am  pointing  out  that  I think 
they  misunderstood. 

12.354.  Mr.  Kerly:  I am  obliged.  Mr.  Geoffrey 
Marks  has  given  you  the  actual  figures  of  total  in- 
direct taxation,  amounting  to  £14  tax  in  the  year. 
£11  is  on  optional  payments,  such  as  tobacco  and 
alcohol,  and  only  the  balance  of  £3  is  on  necessaries. 
That  is  what  I meant  to  put.  I am  obliged  to  Mr. 
Mackinder. 

12.355.  Mr.  Mackinder:  And  there  are  the  subsidies 
to  be  considered. 

12.356.  Mr.  Kerly:  And  there  is  of  course,  the  bread 
subsidy.  Now  just  a few  words  about  family  assess- 
ment. Though  you  do  not  recommend  it — you  do  not 
put  it  forward  as  a representative  proposal — you 
suggest  that  the  family  income  should  be  divided 
amongst  the  members  of  the  family  other  than  those 
earning  less  than  £50.  You  appreciate,  I suppose, 
that  that  would  cut  at  the  very  root  of  a graduated 
Income  Tax.  The  millionaire,  with  ten  members  in 
his  family,  would  be  only  too  pleased,  assuming  the 
graduation  went  up  above  £100,000,  that  each  of 
them  should  be  charged  on  £100,000 ; and  it  would  be 
a very  practical  problem  when  you  come  to  the  man 
with  £5,000  a year,  if  he  has  got  a dozen  dependants? 
— {Mr.  Norman) : Yes,  we  appreciate  those  points, 
and  that  is  why  we  are  not  sure  how  far  the  idea 
could  be  pressed. 

12.357.  May  I suggest  to  you,  gentlemen,  it  is  one 
of  the  proposals  which  look  very  interesting  until  you 
come  to  look  a little  more  closely  at  them  ? — We  think 
it  may  be  possible  to  put  limits  below  which  the  divi- 
sion of  income  would  apply.  All  these  questions  that 
we  have  been  discussing  are  matters  of  degree. 

12.358.  Now  dealing  with  another  of  your  sugges- 
tions, that  the  graduation  should  be  steeper;  you  also 
suggest,  I gather,  that  a larger  revenue  should  be 
raised  by  increasing  the  rate  in  the  upper  ranges? — 
I think  certainly  you  can  infer  that. 

12.359.  It  is  obvious,  is  it  not,  that  if  you  come  to 
put  such  a high  rate  as  would  make  it  not  worth  a 
man’s  while  to  earn  money,  or  take  the  risks  which 
earning  money  involves,  you  will  gain  nothing? — 
Quite,  but  of  course  that  might  be  met.  Suppose 
these  proposals  or  other  proposals  were  adopted,  your 
total  result  might  lead  to  a different  distribution  of 
income. 

12.360.  Mr.  Pretyman : Who  would  have  to  pay  tat 
then? — I think  if  you  have  a vastly  different  distribu- 
tion of  incom'e  you  would  have  to  reconsider  the 
matter. 

12.361.  Mr.  Kerly:  You  would  have  a vastly 

different  method  of  raising  your  tax? — I quite  agree 

12.362.  If  everybody  belonged  to  the  middle  classes 
— as  they  well  might,  because  the  mean  figure  yon 


have  given  is  above  the  average  income  of  each  citizen 
of  this  country — if  we  once  get  to  the  middle  class 
level,  your  suggested  exemptions  would  have  to  dis- 
appear, or  there  would  be  no  revenue? — Yes.  {Dr. 
J ones) : And  also  the  problem  of  distribution  would 
have  disappeared. 

12.363.  But  we  would  still  have  to  have  revenue? — 
Tes,  but  that  is  not  the  problem  of  distribution  of 
taxation.  It  is  the  problem  of  the  distribution  of  a 
certain  required  revenue  that  we  are  considering,  is 
it  not? 

12.364.  Mr.  Pretyman  : Is  not  the  real  problem,  not 
the  question  of  distribution,  but  the  question  of  people 
being  able  to  live  ? — That  is  the  opposite  view  from  the 
view  that  some  of  you  gentlemen  have  been  putting 
earlier.  I rather  took  it  that  you  were  visualising  the 
position,  say,  of  a Chancellor  of  the  Exchequer,  to 
v.  horn  the  problem  is  that  certain  revenue  must  be  ob- 
tained somehow,  and  I think  some  of  you  gentlemen 
were  putting  that  point. 

12.365.  Quite. — If  this  revenue  must  be  obtained, 
you  must  start  from  the  question  of  the  total  to  be 
obtained. 

12.366.  I beg  your  pardon;  you  meant  the  distribu 
tion  of  the  tax? — Yes. 

12.367.  I beg  your  pardon;  I misunderstood  you. 
1 thought  you  were  referring  to  the  distribution  of 
wealth  in  the  country — that  the  problem  would  have 
disappeared  if  no  one  had  more  than  £800  a year,  for 
instance? — No.  My  point  followed  on  what  was  said 
before : I think  it  was  Mr.  Kerly  who  pointed  out  that 
a medium  figure  here  was  practically  identical  with 
the  average  income,  and  I took  it  that  he  was 
imagining  for  a while  that  you  had  a state  of  affairs 
when  your  average  income  was  equally  spread  all 
through.  Well,  arrived  at  Buch  a state  of  affairs, 
there  is  no  problem  of  distribution  of  taxation,  because 
on  equal  incomes  you  would  pay  an  equal  tax. 

12.368.  Yes,  I understand  you.  Everybody  would 
pay  the  same  then? — Yes. 

12.369.  Then  my  answer  to  you  was  quite  correct. 
I say  the  real  serious  problem  we  have  to  deal  with 
is  not  so  much  one  of  distribution,  'as  one  of  being 
able  to  live? — Yes. 

12.370.  And  of  course  all  people  would  then  have 
to  pay  enormously  more  taxation  on  that  small 
income  than  they  pay  now,  and  they  would  have 
their  problem  of  livelihood  more  difficult  than  it  is 
to-day? — I am  not  so  sure  that  that  follows. 

12.371.  However,  we  need  not  go  into  that. 

12.372.  Mr.  Kerly:  I wanted  to  put  to  you  some 
of  the  more  theoretic  difficulties,  just  to  see  if  you 
could  give  us  any  assistance  on  what  really  is 
troubling  us  a good  deal.  One  further  question,  and 
a practical  one.  Would  it  assist  the  people  very 
much,  in  the  class  which  you  represent,  if  they  could 
pay  their  Income  Tax  quarterly,  instead  of  paying 
it  in  a single  lump  for  the  year? — Yes,  in  many 
cases,  I think.  I have  had  that  very  point  put  t6 
me. 

12.373.  You  do  not  put  it  forward,  but  I should 
like  to  know  whether  you  accept  it? — I do  accept  it; 
I think  it  would  be  welcome.  (Mr.  Wolstenholme) : 
We  should  welcome  the  payment  of  Income  Tax  by 
quarterly  instalments,  if  such  a thing  were  practic- 
able, and  I can  speak  from  experience  that  amongst 
the  class  of  workers  we 'represent,  it  has  been  for  a 
long  time  a grievance  that  they  have  to  pay  it  all 
in  one  lump  sum. 

12.374.  I think  we  can  all  appreciate  that  to  have 
to  find  a lump  sum  of  money  is  often  a very  serious 
matter.  Thank  you,  gentlemen,  we  are  much  obliged 
to  'you. — (Mr.  Norman) : I should  like  to  thank  you 
very  much  for  hearing  the  Federation’s  evidence. 

12.375.  Mr.  Kerly : We  are  all  very  much  obliged 
to  you ; and  I need  not  add  that,  in  spite  'of  the 
questions  that  I put  to  you  as  to  who  thinks  you  are 
hardly  treated,  perhaps  some  of  us  could  answer  it 
for  ourselves. 
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TWENTIETH  DAY, 

Wednesday,  24th  September,  1919. 


Present  : 

LORD  OOLWYN  (in  the  Chair). 


Mr  BOWERMAN. 

Mr.  PRETYMAN. 

Sir  E.  E.  NOTT-BOWER. 
Sir  W.  T ROWER. 

Mr.  HDLLAND-MARTIN. 
Mr.  ARMITAGE-SMITH. 
Mr.  BIRLEY 
Mr.  WALKER  CLARK. 
Mr.  GRAHAM. 


Mr.  KERLY. 

Mrs.  KNOWLES. 

Mr.  MACKINDER. 

Mr.  McLINTOCK. 

Mu.  GEOFFREY  MARKS. 
Mr.  MAY. 

Professor  PIGOLT. 

Dr.  STAMP. 

Mr.  SYNNOTT. 


Mr.  E.  Stanford  London,  C.B.E.,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Proof  of  evidence  of  E.  Stanford  London,  C.B.E., 
Deputy  Chief  Inspector  of  Taxes,  on  the  subject 
of  evasion  of  Income  Tax. 

12.376.  (1)  Evasion  may  result  from  at  least  four 
causes— (a)  fraud,  (Jo)  wilful  withholding  or  mis-state- 
ment of  material  facts,  (c)  ignorance  or  carelessness, 
and  ( d ) legal  avoidance.  Of  these,  the  last-named  is 
the  subject  of  separate  official  evidence,  while  the 
saving  of  loss  from  ignorance  or  carelessness  is  part 
of  the  normal  functions  of  the  taxing  authority,  and 
calls  for  no  detailed  reference.  This  evidence  is, 
therefore,  concerned  primarily  with  fraud  and  evasion 
of  a wilful  kind. 

12.377.  (2)  Before  dealing  with  the  present  extent 
of  evasion  and  the  means  of  combating  it,  two  general 
observations  seem  to  be  called  for. 

12,373.  (3)  In  the  first  place  (leaving  on  one  side 
the  question  of  Super-tax,  which  is  being  dealt  with 
by  another  witness),  the  system  of  taxation  at  the 
source  confines  the  possibility  of  successful  evasion 
to  a comparatively  small  portion  of  the  income  liable 
to  tax.  Income  derived  from  land  and  house  pro- 
perty is  safeguarded  in  this  manner ; so  also  (with 
certain  exceptions,  e.g.,  interest  on  5 per  cent.  In- 
scribed War  Loan)  is  income  from  public  securities  of 
all  descriptions,  including  foreign  securities  and 
bearer  securities  of  all  kinds,  except  so  far  as  they 
may  be  cashed  abroad ; so  also  is  income  derived  by 
individuals  from  large  public  joint  stock  companies, 
for  it  would  be  only  in  exceptional  cases  that  corpora- 
tions of  this  character  would  seek  to  defraud  the 
Rovonuo  for  the  benefit  of  their  shareholders.  In- 
comes derived  from  employment  do  not,  having  regard 
to  the  machinery  of  the  Income  Tax  Acts,  lend  them- 
selves to  concealment  in  ordinary  cases.  In  these 
circumstances  the  field  of  evasion  is,  to  a very  large 
extent,  limited  to  the  profits  of  private  trades,  in- 
cluding trades  carried  on  by  private  limited  com- 
panies, and  may  be  said  to  embrace  roughly  25  per 
cent,  of  the  total  taxable  income  within  the  scope  of 
the  Income  Tax.  , 

At  the  same  time  it  must  not  be  overlooked  that 
although  the  above  sources  of  income  may  not  lend 
themselves  readily  to  evasion,  there  is  always  a 
serious  risk  of  loss  of  revenue  due  to  false  claims  of 
exemption,  abatement  or  other  relief,  which  disclose 
only  a portion  of  the  claimant’s  income. 

12,379.  (4)  Secondly,  the  Board  of  Inland  Revenue 
in  no  way  lose  sight  of  the  fact  that  while  there  are 
those  taxpayers  who  are  only  too  ready  to  avail  them- 
selves of  the  great  opportunities  of  concealment  or 
falsification  of  profits  which  the  conditions  of  private 
business  afford,  there  are  also  those — the  main  body 
— who  would  not  stoop  to  artifice  or  concealment,  and 
who  year  by  year,  readily  and  without  pressure,  make 
their  proper  contribution  to  the  Revenue.  While 
it  would  do  violence  to  the  ascertained  facts  not  to 


speak  of  intentional  evasion  as  existing,  such  expres- 
sions are  used  in  this  evidence  only  with  this  general 
qualification. 

12,380.  (5)  The  fact  that  (owing  to  the  system  of 
taxation  at  the  source  and  the  entire  reliability  of  a 
large  proportion  of  the  total  returns  made  in  cases 
where  taxation  at  the  source  does  not  apply)  so  large 
an  area  of  the  Income  Tax  is  collected  w ith  accuracy, 
imposes,  in  the  Board’s  view,  the  greater  obligation 
upon  them  to  secure  by  all  reasonable  means  effective 
collection  in  the  balance  of  cases.  If,  with  the  high 
rates  of  tax  now  in  force,  it  came  to  be  felt  that  a 
minority  consisting  of  the  least  deserving  citizens 
continually  evaded  their  tax  obligations  with  im- 
punity, nothing  but  dissatisfaction  could  result. 


Causes  of  fraud  and  evasion. 


12.381.  (6)  The  main  reasons  conducing  to 
systematic  evasion  are  as  follows : — 

(a)  the  absence  of  any  serious  social  disgrace 

attaching  to  successful  evasion.  It  is  not 
uncommon  for  fraud  to  be  brought  to  light 
through  the  taxpayer  boasting  openly  of  it 
to  his  friends.  Recent  prosecutions  result- 
ing in  imprisonment,  however,  have  created 
a radical  change  in  this  direction,  and  tax- 
payers no  longer  think  that  defrauding  the 
Revenue  is  something  of  which  to  be  proud. 

( b ) the  absence  of  adequate  powers  of  investiga- 

tion available  to  the  officials. 

(c)  a feeling  of  injustice  engendered  by  the  belief 

that  the  Income  Tax  contains  many 
anomalies  needing  correction. 

( d ) a widespread  impression  that  other  taxpayers 

are  evading  their  just  liability. 

(c)  the  high  rates  of  tax. 

12.382.  (7)  Frauds  on  the  Revenue  may  be  a corol- 
lary to  frauds  on  partners  or  to  attempts  to  conceal 
profits  from  shareholders. 

Methods  adopted  by  evaders. 

12.383.  (8)  The  methods  usually  adopted  to  evade 
taxation  are:  — 


(a)  omitting  to  make  returns. 

(b)  making  incorrect  returns. 

(c)  supplying  incorrect  accounts,  or  replying  in- 

correctly to  enquiries. 

(d)  falsifying  books. 

Methods  (a)  and  (6)  are  obvious,  and  require  no 
comment. 


Method  (c)  includes  cases  where  the  accounts  sent 
l for  Income  Tax  are  manipulated  and  are  not 
irrect  copies  of  the  taxpayer’s  owm  accounts. 
Method  (d).  Apart  from  deliberate  falsification  of 
ooks,  in  many  cases,  although  the  books  are  correctly 
apt  and  the  accounts  furnished  are  correct  oopies 
f those  appearing  therein,  it  is  found  on  investiga- 
on  that  material  items  have  been  concealed  in  tbe 
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books  themselves  which  would  not  necessarily  affect 
an  ordinary  audit  undertaken  on  behalf  of  the  trader 
(and  not  on  behalf  of  the  Revenue)  for  the  informa- 
tion and  protection  of  the  proprietor  himself  and  as 
a safeguard  against  irregularities  by  employees. 

12,364.  (9)  The  Appendix  gives  statistics  for  four 
districts  in  England  for  each  of  the  years  1913,  1916, 
1917,  and  shows  (a)  the  aggregate  number  of  trading 
concerns  assessed,  (6)  the  number  for  which  returns 
were  made  and  accepted,  (c)  the  number  for  which 
no  returns  were  made,  and  (d)  the  number  for  which 
returns  were  made  but  not  accepted.  A note  is  added 
giving  the  results  of  special  investigations  into  the 
accuracy  of  returns  and  accounts. 

These  districts  were  not  specially  selected,  and  it  is 
believed  that  the  results  shown  may  be  taken  as  fairly 
representative  of  the  country  as  a whole. 

12.385.  (10)  From  these  statistics  it  will  be  seen  that 
in  1917,  out  of  5,245  concerns  only  51-5  per  cent,  made 
returns  which  were  accepted,  9-9  per  cent,  made  no 
returns,  and  38‘6  per  cent,  made  returns  which  were 
not  accepted. 

It  is  not  suggested  that  all  the  returns  which  were 
not  accepted  were  deliberately  false,  as  many  small 
traders  are  in  the  habit  of  making  returns  on  a rough 
estimate  computed  on  a wrong  basis.  After  due 
allowance  is  made  for  this  fact,  however,  and  for  any 
cases  in  which  assessments  may  have  been  made  in 
excess  of  the  actual  liability,  there  remains  a substan- 
tial number  of  cases  where  the  difference  between  the 
amount  returned  and  the  amount  assessed  can  only 
be  the  result  of  a deliberate  attempt  on  the  part  of 
the  taxpayer  to  evade  liability. 

12.386.  (11)  It  will  also  be  observed  that  the  num- 
ber of  cases  in  which  no  return  was  made  has  been 
increasing.  When  earned  income  relief  (the  payment 
of  a lower  rate  of  tax  on  earned  incomes,  in  cases 
where  the  total  income  did  not  exceed  certain  limits) 
was  introduced  in  1907,  it  was  made  a necessary  con- 
dition of  such  relief  that  the  taxpayer  must  make  a 
return  of  his  total  income  before  the  30th  September 
:n  the  year  for  which  the  tax  was  charged.  In  1915, 
however,  this  time  limit  was  withdrawn,  and  it  is 
believed  that  the  absence  of  the  necessity  for  making 
such  claims  before  a specified  date  has  led  to  an  in- 
creasing tendency  to  make  no  return  at  all,  as  the 
taxpayer  can  claim  the  earned  income  relief  at  any 
time  within  three  years  on  the  basis  of  the  amount 
assessed  by  the  Commissioners. 

12.387.  (12)  The  serious  extent  to  which  evasion  is 
practised  will  also  be  gathered  from  the  following 
figures,  which  show  the  total  amounts  of  unassessed 
Income  Tax,  including  compounded  penalties,  re- 
covered in  England  and  Wales  in  the  past  six 
years : — 

£ 

Year  ended  31st  March,  1914  ...  229,000 

„ 1915  ...  260,000 

» „ 1916  ...  415,000 

» „ 1917  ...  929,000 

» „ 1918  ...  1,227,000 

» „ 1919  ...  1,216,000 

These  amounts  were  paid  over  specifically  and  are 
separately  recorded,  but  there  were  considerable  sums 
in  addition,  which  were  added  to  the  current  assess- 
ments and  not  so  recorded,  and  which  would  materi- 
ally swell  these  totals. 

The  rapid  rise  in  the  rate  of  tax  chargeable,  of 
course,  acoounts  for  some  considerable  portion  of 
the  increase  shown  in  the  latest  years.  It  is  pro- 
bable, however,  that  the  actual  amount  of  profits 
concealed  in  tbe  cases  dealt  with  during  the  year 
ended  31st  March,  1919,  would  not  be  less  than  two 
or  three  times  the  corresponding  amount  for  the  year 
ended  31st  March,  1914. 

Means  of  detection. 

12,388.  (13)  I am  satisfied  from  my  own  experience 
extending  over  a period  of  38  years  that  the  existing 
means  of  detecting  evasion  are  inadequate.  Many 
and  various  devices  resorted  to  by  fraudulent  tax- 
payers are  well  known  to  the  Department,  but  I 
hesitate,  unless  the  Royal  Commission  so  desire,  to 
set.  out  full  particulars  of  those  methods,  many  of 


which  are  only  too  easy  of  accomplishment.  The  evil 
cannot  be  entirely  removed  by  legislation,  but  very 
great  advantage  to  the  Revenue  would  accrue  from 
an  extension  of  its  powers  in  two  respects,  viz. : 

(1)  to  enable  the  Revenue  to  require  production 

of  accounts  in  support  of  a return  before 
an  assessment  is  made.  At  present  it  is 
only  in  cases  of  appeal,  and  then  only  by 
means  of  a precept  of  the  General  or 
Special  Commissioners,  that  the  production 
of  such  accounts  can  be  required. 

(2)  to  empower  the  Board’s  officers  to  examine 

any  books  or  documents  necessary  to  verify 
the  accuracy  of  any  accounts  furnished, 
inasmuch  as  it  is  found  by  experience  that 
in  a large  number  of  cases  such  accounts 
are  inoorrect. 

12,389.  (14)  The  powers  possessed  by  the  Revenue 
in  these  respects  in  connection  with  Income  Tax  are 
much  more  restricted  than  those  enjoyed  under  the 
special  imposts  in  force  during  the  war.  Under 
section  44  (1)  of  the  Finance  (No.  2)  Act,  1915,  the 
Board  of  Inland  Revenue  have  power,  for  the  pur- 
poses of  Excess  Profits  Duty,  to  require  production 
of  such  accounts  and  other  particulars  of  a business 
as  they  oonsider  necessary  to  arrive  at  the  true  lia- 
bility. This  power  has  been  of  most  material  value 
in  securing  accuracy  of  Excess  Profits  Duty  assess- 
ments. 

12,390  (15)  It  will  be  recalled  also  that  for  a period 
during  the  war  establishments  controlled  under  the 
Munitions  of  War  Acts  were  liable  to  a special  im- 
post known  as  the  Munitions  Levy.  The  Regulations 
made  by  the  Minister  of  Munitions  under  statutory 
powers  in  connection  with  that  Levy  included  a pro- 
vision to  the  effect  that  all  books,  balance  sheets, 
accounts  and  statements  relating  to  a controlled  es- 
tablishment should  be  subject  to  examination  by  an 
accountant  duly  appointed  for  the  purpose.  Upon 
transfer  to  the  Board  of  Inland  Revenue  of  the  assess- 
ment and  collection  of  the  Munitions  Levy  by  the 
Finance  Act  of  1917,  the  duties  and  powers  in  con- 
nection with  the  assessment  of  that  impost  (including 
the  power  of  inspection  above  referred  to)  passed  to 
the  Board  of  Inland  Revenue,  and  were  exercised  by 
them  in  a certain  number  of  cases  in  which  that 
course  was  necessary  in  the  interests  of  the  Revenue. 

It  should  be  observed  that  the  forms  and  regula- 
tions drawn  up  for  the  purposes  of  Munitions  Levy 
were  devised  by  a body  of  professional  accountants 
who  were  engaged  by  tne  Ministry  of  Munitions  for 
the  specific  purpose  of  administering  that  impost.  It 
is  interesting  to  note  that,  possessing  a complete 
knowledge  of  the  manner  in  which  trade  accounts 
were  usually  kept,  they  should  have  considered  it 
necessary  to  have  these  facilities  for  inspecting  books 
and  records  relating  to  the  controlled  establishments 
with  which  they  were  dealing. 

12.391.  (16)  Having  regard  to  the  existing  high 
rates  of  taxation,  the  Board  of  Inland  Revenue  are 
clearly  of  opinion  that  the  continuance  of  each  of 
these  powers  in  the  provisions  relating  to  the  assess- 
ment of  the  premier  permanent  tax  is  necessary  to 
secure  its  efficient  collection  and  equality  of  incidence 
as  between  different  taxpayers. 

12.392.  (17)  It  may  be  added  that  a power  of  this 
kind  is  frequently  found  in  foreign  and  colonial 
systems;  e.g.,  in  Australia,  for  the  purposes  of  both 
the  Federal  and  the  State  Income  Taxes,  ample 
powers  are  given  by  the  various  laws  whereby  the 
Tax  Commissioner  or  his  deputy  has  full  and  free 
access  to  all  buildings,  places,  books,  documents  and 
other  papers  for  the  purpose  of  ascertaining  the  tax- 
able income  of  any  person,  taking  any  relevant  ex- 
tracts or  copies,  and  he  further  has  the  power  to 
require  any  person,  whether  a taxpayer  or  not,  to 
attend  and  give  evidence,  on  oath  if  required,  before 
him,  or  his  deputy,  concerning  any  income  or  assess- 
ment, and  to  produce  all  books,  documents  and  other 
papers  whatever  in  his  custody,  or  under  his  control, 
relating  thereto. 

12.393.  (18)  It  is  true,  of  course,  that  a power  given 
to  the  taxing  authority  to  inspect  books  is  one  which 
requires  to  be  exercised  with  discretion,  in  order  to 


MINUTEr*  OF  EVIDENCE. 


617 


24  September , 1919.]  Mr.  E.  Stanford  London.  [ Continued . 


avoid  any  unnecessary  inconvenience  to  taxpayers 
in  the  conduct  of  their  business. 

12.394.  (19)  When  it  is  recalled  that  the  function 
of  the  Board  in  this  matter  is  only  to  safeguard  the 
interests  of  the  Exchequer  (which  are  identical  with 
the  interests  of  the  general  taxpayer),  that  at  the 
present  time  they  have  to  act  with  no  knowledge,  or 
only  a minimum  of  knowledge,  in  cases  of  the  kind 
now  in  question,  and  that  they  and  all  their  officials 
are  under  oath  of  secrecy,  it  would  not  appear  that 
the  reasonable  use  of  this  power  could  be  opposed. 

Existing  deterrents. 

12.395.  (20)  The  existing  deterrents  fall  yito  two 
classes — (A)  Criminal  proceedings  and  (B)  Pecuni- 
ary penalties. 

(A)  Criminal  proceedings. 

12.396.  (21)  (1)  Section  5 of  the  Perjury  Act,  1911, 
which,  however,  does  not  apply  to  Scotland  or  Ireland, 
provides  that  if  any  person  knowingly  and  wilfully 
makes  (otherwise  than  on  oath)  a statement  false  in 
a material  particular,  and  the  statement  is  made 
“ in  an  abstract,  account,  balance  sheet,  book,  certi- 
“ ficate,  declaration,  entry,  estimate,  inventory, 
“ notice,  report,  return,  or  other  document  which  he 
“ is  authorised  or  required  to  make,  attest,  or  verify, 
“ by  any  public  general  Act  of  Parliament  for  the 
“ time  being  in  force,”  he  shall  be  guilty  of  a mis- 
demeanour and  be  liable  on  conviction  to  imprison- 
ment with  or  without  hard  labour  for  any  term  not 
exceeding  two  years  or  to  a fine,  or  to  both  such 
imprisonment  and  fine. 

(2)  Section  227  of  the  Income  Tax  Act,  1918  (section 
94  of  the  Finance  (1909-10)  Act,  1910),  imposes  a 
penalty,  on  summary  conviction,  of  not  exceeding  six 
months’  imprisonment  with  hard  labour  for  false 
returns  or  claims,  either  on  the  person’s  own  behalf 
or  for  another  person.  This  course  involves  a prose- 
cution within  six  months,  and  is,  therefore,  almost 
useless. 

(3)  Apart  from  the  Perjury  Act,  the  delivery  to  a 
Surveyor  of  Taxes  for  Income  Tax  purposes,  and  with 
intent  to  deceive  him,  or  a taxing  authority,  of  a false 
account  or  document  is  a misdemeanour  at  Common 
Law. 

(4)  Conspiracy  between  two  or  more  persons  to 
defraud  the  Revenue  is  also  a misdemeanour  at  Com- 
mon Law,  rendering  the  parties  liable  to  imprison- 
ment or  fine,  or  both. 

(B)  Pecuniary  penalties. 

12.397.  (22)  The  pecuniary  penalties  imposed  by 
the  Acts  may  all  be  reoovered  within  three  years  after 
they  are  incurred  (section  221  of  the  Income  Tax  Act, 
1918  (section  23  (1)  of  the  Finance  Act,  1907)),  and 
are  as  under : — 

Omission  to  make  a return. 

(1)  Section  107  (1)  of  the  Income  Tax  Act,  1918 

(section  55  of  the  Act  of  1842),  Not  exceed- 
ing £20  and  treble  duty  if  proceedings  are 
before  the  General  Commissioners;  £50  in 
the  High  Court. 

(2)  Section  126  (1)  of  the  Income  Tax  Act,  1918 

(section  63  (1)  of  the  Taxes  Management 
Act,  1880).  Surveyor  may  surcharge  tax- 
payers not  already  assessed.  Surcharges 
confirmed  on  appeal  carry  treble  duty,  un- 
less, as  provided  by  section  137  (6)  of  the 
Inoome  Tax  Act,  1918  (section  68  of  the 
Taxes  Management  Act,  1880),  the  Com- 
missioners are  satisfied  that  there  is  no 
intention  of  fraud. 

(3)  Section  146  of  the  Income  Tax  Act,  1918 

(section  127  of  the  Act  of  1842).  Com- 
missioners, on  appeal  or  on  confirmation 
of  assessment,  can  impose  treble  duty.  This 
is  equivalent  to,  but  is  not  technically,  a 
penalty. 


(4)  Section  100  of  the  Income  Tax  Act,  1918 
(section  22  (1)  of  the  Finance  Act,  1907). 
Not  exceeding  £5  if  party  proceeded 
against  proves  that  he  is  not  chargeable  to 
tax. 

12.398.  (23)  False  return. 

(1)  Section  107  (1)  of  the  Income  Tax  Act,  1918 

(section  55  of  the  Act  of  1842).  The 
delivery  of  a false  return  exposes  a tax- 
payer to  the  penalty  for  failure  to  make  a 
true  and  correct  return  ( Lord  Advocate 
v.  Sauers,  3 Tax  Cas.  617 ; Attorney- 
General  v.  Till,  5 Tax  Cas.  440).  The 
penalities  are  the  same  as  in  para.  22  (1) 
above. 

(2)  Section  132  of  the  Income  Tax  Act,  1918 

(section  178  of  the  Act  of  1842).  If  not 
already  charged,  assessment  to  be  made  in 
treble  duty.  If  assessment  insufficient, 
treble  duty  on  deficiency  to  be  charged. 

(3)  Section  146  of  the  Income  Tax  Act,  1918 

(section  127  of  the  Act  of  1842).  The 
Commissioners,  on  appeal  or  on  confirma- 
tion of  an  assessment  exceeding  the 
amount  returned,  can  impose  treble  duty 
on  the  deficiency. 

12.399.  (24)  False  claim  of  abatement  or  other 
relief. 

Section  30  of  the  Income  Tax  Act,  1918  (section 
166  of  the  Act  of  1842).  £20  and  treble  duty  on 
the  whole  income  as  if  such  claim  had  not  been 
allowed.  Proceedings  in  the  High  Court.  The 
Court  has  no  power  to  mitigate  this  penalty. 

12.400.  (25)  The  penalty  for  aiding  and  abetting 
a false  return  or  claim  is  £50  for  each  offence. 

12.401.  (26)  Section  140  of  the  Income  Tax  Act, 
1918,  provides  power  to  amend  statements  or 
schedules  on  an  appeal:  — 

“ (1)  A person  who  has  delivered  a statement 
“ or  schedule  and  discovers  any  omission 
“ or  wrong  statement  therein,  may  deliver 
“ an  additional  statement  or  schedule 
“ rectifying  the  same,  and  shall  not  there- 
“ after  be  liable  to  any  proceeding  by 
“ reason  of  his  omission  or  wrong  state- 
“ ment.” 

“ (2)  A person  who  has  not  delivered  a state- 
“ ment  or  schedule,  within  the  time 
“ limited,  may  deliver  it  at  any  time 
“ before  proceedings  for  recovery  of  a 
“ penalty,  incurred  in  respect  of  such 
“ non-delivery,  have  been  commenced,  and 
“ thereafter  no  such  proceedings  shall  be 
“ taken.” 

The  claim  is  frequently  advanced  that  if  au 
amended  return  is  made  at  any  time  before  pro- 
ceedings are  actually  instituted  no  penalty  can  be 
exacted,  but  inasmuch  as  the  section  requires  dis- 
covery on  the  part  of  the  taxpayer,  which  is  held 
to  involve  voluntary  disclosure,  and  an  absence 
throughout  of  deliberate  fraud,  the  claim  is  seldom 
successful  ( Attorney-General  v.  Till,  5 Tax  Cas.  440). 
Moreover,  where  fraud  can  be  proved,  the  provi- 
sions of  the  Perjury  Act,  1911,  quoted  above,  pro- 
vide an  additional  remedy. 

12.402.  (27)  The  principal  pecuniary  penalties, 
other  than  those  for  false  claims,  must  be  recovered 
before  the  General  Commissioners.  The  £50  re- 
coverable in  the  High  Court  under  section  107  of 
the  Income  Tax  Act,  1918,  is  paltry  and  seldom 
invoked,  the  effective  penalty  being  the  £20  and 
treble  duty,  as  to  which  the  General  Commissioners 
have  jurisdiction. 

Difficulties  in  connection  with  proceedings. 

12.403.  (28)  A serious  difficulty  arises  in  connec- 
tion with  these  proceedings  before  the  General  Com- 
missioners, in  that  they  are  private,  and  have,  con- 
sequently, no  deterrent  effect  on  the  body  of 
taxpayers  in  the  district,  as  is  the  case  with 
criminal  prosecutions  in  open  Court.  The  influence 
of  the  latter  has  been  found  to  be  most  salutary. 
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12.404.  (29)  The  Departmental  Committee  of  1905 
(in  paragraph  37  of  their  Report)  said:  — 

“ We  entirely  agree  with  the  witnesses  who 
“ have  represented  to  us  that  besides  the 
“ pecuniary  penalties  publicity  would  be 
“ the  most  effectual  and  appropriate 
“ penalty  for  fraud.  Under  the  existing 
“ law,  even  when  detection  takes  place, 

“ there  is  no  means  whatever  by  which 
“ the  Crown  can  make  the  matter  public; 

‘ ‘ and  the  offender  consequently  escapes 
“ all  public  exposure.  We  recommend 
“ that  the  Board  of  Inland  Revenue  or 
“ the  General  Commissioners  should  be 
“ empowered  to  publish  names  and  details 
“ in  cases  of  gross  fraud,  wherever  and 
“ in  so  far  as  they  consider  that  course 
“ desirable.” 

In  this  connection  it  may  be  noted  that  the  greater 
powers  conferred  by  the  Perjury  Act  have  resulted 
in  recent  years  in  numerous  prosecutions  in  the 
Criminal  Courts,  in  cases  of  a serious  character,  and 
the  consequent  publicity  has  had  a marked  effect  in  a 
large  increase  in  the  number  of  voluntary  disclosures 
by  taxpayers.  On  the  other  hand,  evidence  is  not 
always  sufficiently  strong  to  warrant  such  proceedings 
in  the  Criminal  Courts.  In  such  circumstances  either 
proceedings  for  penalties  are  instituted  before  the 
District  Commissioners  (without  publicity),  or  the 
cases  are  settled  out  of  Court  for  a compromised 
penalty. 

Action  normally  taken  in  cases  where  duty  is 

DISCOVERED  TO  HAVE  BEEN  EVADED. 

12.405.  (30)  Criminal  proceedings  are  reserved  for 
gross  and  flagrant  cases  of  fraud.  In  less  serious 
cases  the  taxpayer  is  usually  required,  as  an  alterna- 
tive to  proceedings  for  pecuniary  penalties,  to  make 
restitution  of  the  duty  evaded  over  a reasonable 
period  and  to  pay  some  pecuniary  penalty  in  addi- 
tion, within  the  limits  of  the  amount  of  the  duty 
which  has  been  evaded,  and  is  at  the  time  legally 
recoverable  by  assessment,  pTus  the  amount  of  the 
pecuniary  penalty  recoverable  from  him  by  process 
of  law. 

The  foregoing  statement,  of  course,  does  not  apply 
to  cases  which  are  continually  coming  to  light,  in 
which  taxpayers,  purely  from  ignorance  or  careless- 
ness and  without  any  intention  of  deliberate  evasion, 
have  under-paid  Income  Tax  in  the  past.  Tax- 
payers in  these  cases  are  generally  ready,  when  the 
facts  are  brought  to  their  notice,  to  make  restitu- 
tion of  the  duty  under-paid,  and  that  amount  is 
accepted  without  the  addition  of  any  pecuniary 
penalty. 

Remedies  now  proposed. 

12.406.  (31)  The  following  are  points  in  respect 
of  which  legislation  would  appear  to  be  desirable:  — 

(1)  the  necessity  for  increased  powers  to  call 

for  accounts  and  examine  books  has 
already  been  touched  upon; 

(2)  it  is  suggested  that  section  137  (4)  of  the 

Income  Tax  Act,  1918,  which  deals  with 
the  examination  of  appellants  by  the 
Commissioners,  should  be  strengthened ; 

(3)  all  penalties  for  false  returns  should  be 

recoverable  at  the  option  of  the  Board  of 
Inland  Revenue  in  the  High  Court.  At 
the  present  time  section  107,  which  renders 
a taxpayer  liable  to  a penalty  of  £20  and 
treble  duty  if  sued  for  before  the  Com- 
missioners, imposes  of  penalty  of  only  £50 
if  the  proceedings  are  taken  in  the  High 
Court ; 

(4)  it  is  a question  for  consideration  whether 

the  Board  of  Inland  Revenue  should  be 
• authorized  to  make  public  the  proceedings 


where  penalties  are  imposed,  as  recom- 
mended by  the  Departmental  Committee 
of  1905,  vide  para.  29  above.  At  present 
proceedings  before  the  Commissioners  are 
private,  and  there  is  no  power  to  bring 
them  before  the  notice  of  the  public; 

(5)  it  is  desirable  to  make  it  clear  that  a tax- 

payer who  has  rendered  a false  return 
cannot  subsequently  escape  being  penal- 
ized by  simply  rendering  a correct  return 
afterwards ; section  140  of  the  Income  Tax 
Act,  1918,  is  often  misconstrued,  and 
attempts  are  frequently  made  to  use  it  to 
support  a contention  that  a belated  cor- 
rect return  will  relieve  a taxpayer  from 
' penalties,  however  fraudulent  the  original 
return  may  have  been.  It  should  be  made 
clear  that  the  section  operates  to  relieve 
a taxpayer  from  penalty  only  if  he  can 
establish  that  the  error  in  his  original  re- 
turn was  due  to  a bond  fide  mistake; 

(6)  it  is  desirable  to  extend  substantially  the 

existing  time  limit  of  three  years  within 
which  additional  assessments  or  surcharges 
can  be  made  or  proceedings  taken  to  re- 
cover penalties; 

(7)  a provision  is  desirable  to  strengthen  the 

position  as  regards  penalties  in  the  case 
of  a false  return  of  the  profits  of  a com- 
pany or  a partnership,  e.g.,  by  making 
the  penalty  of  £20  and  treble  the  duty  on 
the  profits  of  the  company  or  firm  recover- 
able, in  the  case  of  a company,  from  the 
company,  or  the  secretary  or  the  directors 
in  the  alternative,  and,  in  the  case  of  a 
. firm,  from  the  partners  jointly  or  from 
the  precedent  acting  partner  or  from  the 
person  who,  in  fact,  took  upon  himself 
to  make  the  return,  although  not  in  law 
the  person  required  to  do  so; 

(8)  the  present  penalty  for  aiding  and  abetting, 

provided  by  section  132  (2)  of  the  Income 
Tax  Act,  1918,  is  only  £50,  and  might 
reasonably  be  made  more  severe. 

Conclusion. 

12,407.  (32)  In  the  main,  these  increased  powers 
properly  exercised  would  meet  the  ordinary  case  of 
fraudulent  evasion.  Certain  other  proposals  have 
been  made  to  grant  a special  position  to  qualified 
accountants  and  to  compel  taxpayers  to  keep  speci- 
fied books  and  to  have  audited  accounts.  It  is  sug- 
gested that  the  good  to  be  derived  from  these  altera- 
tions would  not  compensate  for  their  disadvantages, 
and  the  opposition  with  which  their  application  would 
be  met.  Many  audits  at  the  present  time  are  only 
partial,  the  accountant  having  been  engaged  simply 
to  put  together  in  the  form  of  an  account  the  figures 
appearing  in  the  taxpayer’s  books.  In  these  circum- 
stances, it  would  certainly  facilitate  the  expeditious 
preparation  of  assessments  if  accounts  furnished  by 
accountants  for  Income  Tax  purposes  bore  a certifi- 
cate showing  in  detail  the  extent  of  the  audit  in  each 
case.  It  is  also  a matter  for  consideration  whether 
it  would  not  be  desirable  to  provide  that  all  accounts 
furnished  should  be  certified  as  having  been  audited, 
if  such  is  the  case,  and  as  true  copies  of  the  accounts 
appearing  in  the  trader’s  own  books  where  they  have 
not  been  audited. 

In  conclusion,  if  it  is  borne  in  mind,  and  brought 
home  to  the  community,  that  the  State  is  to  all 
intents  and  purposes  a partner  in  every  trading 
venture,  with  a very  substantial  interest  in  the  profits, 
and  that  it  is  essentially  in  the  interest  of  honest 
taxpayers  that  the  tax  which  dishonest  taxpayers 
evade  should  not  be  transferred  to  their  shoulders, 
little  opposition  need  be  anticipated  to  any  provisions 
which  give  the  State  the  right  to  be  satisfied  as  to  - 
amount  of  the  share  of  the  profits  to  which  it  is 
entitled. 


Number  in  which  returns  were  made  and  accepted  (including  public  companies  assessed  in  accordance  with  their  accounts). 
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12,409.  Chairman : We  will  commence  at  once  by 
an  examination  of  your  paper,  which  has  been  cir- 
culated. Mr.  Kerly  will  ask  some  questions p — If  vou 
please.  J 

’ J^r‘  : You  have  enumerated  in  para- 

graph 8 four  methods  which  you  say  are  adopted  by 
evaders.  I want  to  ask  you  about  two  others  that 
have  been  suggested.  Is  there  any  substantial  de- 
frauding of  the  Revenue  in  taking  stock  unfairly  in 
a trader’s  accounts? — Very  many  cases. 

12.411.  It  is  quite  possible,  is  it  not,  if  a trader 
writes  his  stock  up  or  down  in  a particular  year  for 
it  to  make  a very  material  difference  to  his  apparent 
profits?— Certainly,  in  writing  stock  down;  I do  not 
at  the  moment  see  any  advantage  in  writing  it  up 
because  at  the  time  he  takes  his  stock  he  cannot  very 
well  tell  that  there  is  going  to  be  any  advantage  in 
the  following  year.  He  would  be  landed  with  a 
higher  profit  in  the  year  in  question ; then  he  might 
make  no  profit  at  all  in  the  next  year ; and,  therefore 
there  is  no  advantage. 

12.412.  Take  this  case.  There  may  be  nothing  in 
it.  Supposing  a trader  has  made  a loss  and  he  so 
manipulates  his  stock  that  that  loss  appears  to  be 
a great  deal  bigger  than  it  really  is?— By  writing 
down  his  stock;  that  is  so. 

12.413.  Then  I suppose  you  would  say  next  year 
he  will  have  a big  profit  to  show  because  his  stock 
at  the  beginning  of  that  year  will  be  apparently  low 

and  he  will  have  sold  at  an  apparently  big  price? 

That  is  so. 

12.414.  And  that  would  be  corrected  by  the  three 
years’  average  ?— Yes,  if  the  stock  were  ultimately 
brought  back  to  its  proper  figure. 

12.415.  Have  you  any  method  of  checking  the  values 
put  upon  stocks? — It  is  usual  to  ask  the  trader  to 
give  a certificate  as  to  the  basis  on  which  the  "stock 
has  been  taken.  If  we  had  reason  to  believe  that 
that  certificate  was  false,  I can  conceive  methods  of 
arriving  at  the  true  result,  namely,  by  ascertaining 
what  the  price  of  the  various  goods  was  in  the  market 
at  the  date;  and  if  it  .as  substantially  different  from 
what  the  trader  had  priced  his  goods  at,  then  that 
would  be  evidence  against  his  account. 

12.416.  Have  you  ever  checked  an  account  by  taking 
stock  yourself? — No,  but  we  have  examined  the 
stock  sheets  to  see  whether  the  stock  sheets  appear  to 
be  in  order.  It  would  be  impossible,  when  the 
accounts  came  into  the  hands  of  the  district  Inspector, 
for  him  to  go  and  check  the  stock,  in  fact,  because 
it  is  then  months  after  the  date  of  stocktaking  and 
the  stock  would  not  be  the  same.  It  would  be  a very 
difficult  computation,  following  all  purchases  and  all 
sales  through  from  the  date  of  the  stocktaking.  It 
is  not  impossible. 

12.417.  You  have  in  fact  no  power  to  take  stock, 
have  you? — No,  certainly  not. 

12.418.  I gather  you  suggest  that  if  you  had  power 
it  would  be  no  use? — I will  not  go  as  far  as  that, 
because,  as  I have  just  suggested,  if  you  took  all  the 
purchases  since  the  date  of  stocktaking  and  all  the 
sales  from  that  time,  then  you  could  see  whether  the 
stock  at  the  date  of  the  investigation  tallied  with 
the  stock  as  shown  by  the  books  at  the  end  of  the 
last  account. 

12.419.  Do  you  suggest  that  power  might  be  useful 
in  a case  where  you  suspected  extensive  fraud? — 
Yes,  I think  it  would  be  useful. 

12.420.  Now  take  an  example.  Take  a case,  say 
paper,  where  prices  are  continually  rising  as  we  have 
recently  known,  and  a concern  has  a large  stock  of 
paper ; is  there  any  set  practice  as  to  the  principle 
upon  which  the  stock  shall  be  valued?— Yes;  the 
practice  in  a case  of  that  kind  is  to  take  stock  at 
cost;  although  you  must  not  take  me  as  agreeing 
that  that  is  in  my  opinion  thf  vtrictly  proper  method! 

12.421.  Do  you  say  that  is  the  general  practice? 

That  is  the  practice — to  take  stock  at  cost. 

12.422.  Do  you  find  cases  where  a trader  sometimes 
takes  stock  at  cost  and  sometimes  at  market  value  or 
something  in  between?— If  the  market  value  is  less 
than  the  cost,  it-  is  the  common  practice  for  traders 


to  take  the  stock  at  the  market  value,  but  not  if 
the  market  value  is  in  excess  of  the  cost;  the  reason 
oeing  that  the  trader  does  not  oonsider  that  he  has 
made  a profit  on  his  stock  until  he  has  actually 
realized  it.  He  ought  also  to  say,  in  addition,  that 
he  has  not  made  a loss  on  his  stock  until  he  has 
realized  it. 

12.423.  That  is  just  what  was  occurring  to  me? 

That  is  exactly  it.  If  I may  say  so,  the  practice, 
as  generally  adopted  by  the  trade  and  by  accountants 
from  that  point  of  view,  is  a wrong  one. 

12.424.  Is  there  anything  to  prevent  a trader 
changing  his  method  from  one  year  to  another  as 
lie  pleases,  or  do  you  insist  upon  his  sticking  to  one 
principle  or  the  other  ? — No,  there  is  nothing  to  pre- 
vent him  changing.  He  would  change  under  that 
practice  from  one  year  to  another  if  the  market  value 
was  above  cost  at  the  end  of  one  accounting  period 
and  below  cost  at  the  end  of  another  accounting 
period. 

12.425.  Then  if  the  three  years’  average  is 
abandoned  the  opportunity  that  a trader  has  of 
changing  his  method  of  stocktaking  would  enable 
him  to  work  his  profits  advantageously? — I am  afraid 
it  would. 

12.426.  Have  you  heard  of  cases  wdiere  the 
Revenue  has  been  put  to  loss— I deliberately  use  that 
phrase — by  sales  to  directors  or  shareholders  in  small 
companies,  on  uncommercial  terms? — I cannot  re-call 
a specific  instance,  but  it  is  in  my  mind  that  such 
cases  have  arisen ; and  further  than  that,  the 
directors  and  friends  have  been  allowed  to  have 
goods  for  nothing;  which  is  carrying  the  point  a 
stage  further. 

12.427.  I ask  you  because  one  hears  suggestions 
that  sales,  or  nominal  sales,  have  occasionally  been 
made  to  friends  of  the  company,  who  have  been 
allowed  to  make  the  profit  themselves  instead  of  the 
company  making  the  profit  on  a rising  market?— I 
understand  we  have  had  a case  of  the  kind.  It  is 
not  common  in  my  experience.  It  may  have  been 
done,  but  it  does  not  follow  that  it  has  come  to  light. 

12.428.  Do  you  suggest  any  way  in  which  it  could 
be  dealt  with? — Only,  if  suspected,  by  an  examination 
of  the  books  and  by  examining  the  prices  at  which 
these  sales  were  affected — unless  they  were  cash 
sales. 

12.429.  Supposing  it  is  avowed  and  there  is  no  con- 
cealment about  it  and  you  know  it,  can  you  stop 
it? — Yes,  if  they  are  sold  for  less  than  cost. 

12.430.  Why? — Because  no  person  is  entitled  to 
give  his  stock  away. 

12.431.  Why  not? — Or  to  give  it  at  less  than  cost, 
because  it  is  practically  equivalent  to  making  a 
charitable  donation.  That  is  not  a bond  fide  trading 
transaction. 

12.432.  But  how  would  the  Revenue  deal  with  it? 

I should  say  this  is  a fraudulent  transaction,  it  is 

not  a sale  in  the  open  market  of  goods  which  have 
depreciated  in  value  below  cost,  and  therefore  are 
properly  sold  for  what  they  will  fetch.  I think  the 
Court  would  hold  that  that  was  a fraud. 

12.433.  I can  understand  you  might  say  it  is  no 
transaction,  it  is  only  a colourable  transaction;  but 
if  it  really  is  a transaction,  if  the  company  means 
it  and  the  donee  means  it,  what  has  the  Revenue  to 
say  to  it? — I should  contend  this.  If  I have  certain 
goods  and  the  friend  on  my  right  is  willing  to  pay 
me  £5  for  them,  and  the  friend  on  my  left  is  a 
greater  friend  and  he  wants  them  for  £3,  if  I let 
this  friend  have  them  for  £3  when  that  friend  is 
willing  to  give  me  £5,  I say  that  is  not  trading  in 
the  ordinary  sense  of  the  term;  it  is  giving  an 
illegitimate  advantage  to  a personal  friend. 

12.434.  I am  accepting  that.  Now  how  does  that 
enable  the  Revenue  to  claim  a profit? — I should  refuse 
to  allow  the  loss,  that  is  the  £2  loss  on  that  fictitious 
transaction. 

12.435.  I am  putting  it  to  you  to  see  if  the  Board 
have  considered  it.  Perhaps  it  has  not  been  thought 
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sufficiently  important — I gather  it  has  not — for  the 
Board  to  have  considered  it.  Now  the  proposals  that 
you  make  are,  that  there  should  be  a general  obliga- 
tion on  all  traders  to  make  a return,  and,  as  I gather, 
to  accompany  that  return  with  accounts  if  they  are 
asked  for? — That  is  so. 

12.436.  Would  you  extend  it  beyond  all  traders,  to 
all  members  of  the  community  or  to  traders  only? — 
Traders  and  other  persons  having  income  which  is 
not  taxed  at  the  source. 

12.437.  That  comes  to  this,  does  it  not,  all  persons 
unless  excused,  or  if  required? — That  would  be 
practically  it. 

12.438.  What  accounts  do  you  suggest  should 
accompany  the  return? — You  mean  if  they  are  called 
for? 

12.439.  Yes? — The  trading  account,  profit  and  loss 
account  and  balance  sheet. 

12.440.  Then  you  make  proposals  as  to  certain 
penalties.  Do  you  think  that  the  General  Com- 
missioners are  a satisfactory  body  to  impose  penalties? 
— General  Commissioners  vary  very  materially;  some 
are  and  some  are  not.  Where  the  General  Com- 
missioners are  keen  in  the  performance  of  their  duties 
they  will  deal  with  that  matter  in  a very  satisfactory 
way;  but  others,  unfortunately,  are,  if  I may  say  so, 
rather  biassed  against  the  imposition  of  penalties. 

12.441.  They  are,  speaking  generally,  in  no  sense 
a judicial  body  either  by  training  or  by  habit? — As 
a rule  that  is  so. 

12.442.  And  they  have  no  chairman  or  other  official 
who  is  competent  to  direct  them? — I cannot  say  that 
always,  because  I have  had  some  most  excellent  bodies 
of  Commissioners  who  have  performed  their  duties  in 
an  extremely  judicial  manner. 

12.443.  Am  I right  in  saying  that  such  cases  would 
be  exceptional? — Certainly. 

12.444.  They  have  not  even  the  assistance  of  a 
trained  magistrate’s  clerk  ? — In  many  cases  they  have ; 
not  always. 

12.445.  That  again  is  exceptional? — I think  I may 
say  it  is  an  exception. 

12.446.  If  penalties  are  to  be  recovered  do  you  not 
think  that  that  should  he  by  special  and  appropriate 
criminal  proceedings,  which  should  always  be  in 
public? — I am  not  sure  whether  you  really  mean 
criminal  proceedings.  Cannot  they  be  civil  proceed- 
ings as  well  as  criminal  proceedings? 

12.447.  I regard  all  proceedings  to  get  a penalty  by 
way  of  punishment  as  criminal  proceedings. — Then  1 
accept  that.  You  suggest  that  all  criminal  pro- 
ceedings of  that  nature  should  be  in  the  High  Court 
or  before  a Court  consisting  of  magistrates  or 
judges? 

12.448.  Yes,  I do. — I should  rather  like  to  exclude 
magistrates.  I do  not  think  those  proceedings  should 
be  before  magistrates. 

12.449.  Could  we  not  distinguish?  For  not  making 
a return,  which  is  a definite  omission,  would  there  be 
any  objection  to  going  to  the  magistrates  to  prove 
that  simple  matter  and  have  the  appropriate  penalty 
inflicted  ? — I am  not  sure  that  I am  strongly  in  favour 
of  proceedings  for  simply  making  no  return,  unless 
something  material  lies  behind  that  omission ; in  other 
words,  unless  it  has  resulted  in  a fraud  on  the 
Revenue.  I do  not  think  there  is  much  to  be  gained 
by  taking  formal  proceedings  against  a taxpayer 
simply  because  he  has  omitted  or  neglected  to  make 
a return. 

12.450.  I thought  you  wanted  the  return  as  the 
basis  of  further  investigation  to  find  whether  there 
was  anything  to  come  or  not? — This  is  rather  a 
difficult  point,  but  I may  say  that  there  are  various 
ways  in  which  the  failure  to  make  a return  may  be 
countered.  If  a person  does  not  make  a return, 
instead  of  taking  proceedings  against  him  for 
penalties,  it  is  open  to  make  an  assessment.  So  that 
I should  not  like  to  suggest  that  we  ought  in  all 
cases  to  take  proceedings  simply  because  a return  has 
not  been  made;  it  would  involve  such  an  enormous 


number  and  it  would  affect  a great  number  of  practi- 
cally innocent  persons,  whose  returns  would  be  no 
good  if  they  were  made. 

12.451.  Proceedings  would  in  any  event  be  taken 
only  under  the  direction  of  the  Board? — That  is  so. 
We  have  power,  I may  say,  at  the  present  time  to 
take  such  proceedings,  and  if  the  person  proceeded 
against  is  proved  to  be  not  liable  to  pay  tax  the 
penalty  is  limited  to  £5. 

12.452.  At  present  there  is  no  obligation  to  deliver 
accounts? — That  is  so,  except  on  a precept  by  the 
Commissioners  on  appeal. 

12.453.  Are  not  a number  of  the  points  that  you 
have  suggested  in  your  paper  matters  that  could  be 
provided  for  by  rules  of  the  Board  if  powers  were 
given?  Take,  for  instance,  your  paragraph  32.  You 
say:  “it  would  certainly  facilitate  the  expeditious 
preparation  of  assessments  if  accounts  furnished  by 
accountants  for  Income  Tax  purposes  bore  a certifi- 
cate showing  in  detail  the  extent  of  the  audit  in 
each  case  ’ ’ ? — I think  that  would  be  most  appropriate 
for  regulations  by  the  Board  of  Inland  Revenue. 

12.454.  I need  not  refer  to  them,  but  there  are 
several  other  things  of  the  same  sort.  Now  another 
matter.  Do  you  think  it  would  be  advantageous  to 
the  Revenue  if  bankers  were  required  to  give  a return 
of  the  interest  which  they  paid  on  deposits? — I have 
no  doubt  it  would  be  productive  of  a considerable 
amount  of  revenue. 

12.455.  Does  it  occur  to  you  that  there  would  be 
any  difficulty  in  getting  such  a return? — There  would 
be  difficulty  on  the  part  of  the  bankers,  I have  no 
doubt.  I think  banks  are  very  jealous  of  their  position 
and  the  secrecy  attached  to  their  business,  and  I 
think  they  would  kick  very  strongly. 

12.456.  Having  in  view  that  probable  feeling,  do 
you  think  it  is  desirable  from  the  point  of  view  of 
the  Revenue?  Is  it  sufficiently  important  to  be  worth 
while  raising  the  storm? — I should  prefer  to  leave 
that  to  the  judgment  of  the  Royal  Commission. 

12.457.  I should  like  to  have  your  assistance  as  to 
its  value.  Nobody  wants  to  do  it  unless  it  is  going 
to  be  of  service? — I certainly  consider,  as  I stated 
just  now,  that  it  would  be  productive  of  considerable 
revenue;  but  whether  it  would  be  advisable  to  excite 
the  opposition  of  bankers  is  rather  a big  question, 
which  does  not  concern  the  Inland  Revenue  Depart- 
ment perhaps  so  much  as  it  does  the  Government. 

12.458.  Chairman : On  that  point  are  there  possibly 
a great  number  of  people  who  have  overdrafts  but  do 
not  claim  deduction  for  Income  Tax,  nor  make  a claim 
of  repayment? — If  they  wish  to  conceal  the  fact.  We 
have  a great  number  of  claims  for  repayment  on 
interest  paid  to  bankers. 

12.459.  But  a great  number  would  probably  not 
make  claims? — Probably,  and  in  many  cases  because 
the  amount  would  be  small;  because  bankers  are  not 
keen  just  now  on  giving  big  overdrafts. 

12.460.  Mr.  Kerly : It  is  suggested  that  if  such  a 
return  were  required  it  would  destroy  the  confiden- 
tial relations  between  the  banker  and  his  customer  ? — 
That  would  be  the  objection  raised  by  the  bankers, 
but  as  far  as  Income  Tax  is  concerned  I do  not  think 
there  is  anything  in  that. 

12.461.  The  customer  ought  already  to  give  the  in- 
formation to  the  Surveyor? — Undoubtedly.  It  is  one 
of  my  strongest  points,  which  it  would  be  appropriate 
to  mention  at  this  moment,  that  I am  very  keen  on 
provision  being  made  that  every  trader  should  be  re- 
quired to  produce  all  his  bank  books — not  one  bank 
book  if  he  has  six  accounts,  and  not  his  trading  bank 
book  only  if  he  has  private  accounts. 

12.462.  Are  you  asking  for  the  production  of  bank 
books  when  required? — When  required. 

12.463.  To  be  included  with  the  accounts  that  you 
have  already  mentioned? — I should  not  like  to  say 
that,  because  it  would  be  subsequent  to  the  produc- 
tion of  accounts : we  should  not  know  whether  we 
wished  for  bank  books  until  after  the  accounts  had 
been  examined. 

12.464.  I did  not  mean  at  the  same  time,  but  as 
part  of  the  same  powers  and  if  required? — Certainly. 

12.465.  At  the  present  time  the  bank  books  of  a 
litigant  must  be  disclosed  if  ordered  by  a judge,  and 
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you  would  propose  similar  powers  for  the  Income 
Tax  authorities? — To  be  conferred  on  the  Board  of 
Inland  Revenue  and  practically  on  the  Commissioners 
also.  I think  it  follows  that  the  Commissioners  would 
have  similar  powers. 

12.466.  The  existing  power  is  in  the  Bankers’  Books 
Evidence  Act,  1879,  and  it  only  applies  at  present  to 
the  case  of  a party  to  a legal  proceeding? — I do  not 
think  we  could  hold  that  that  gives  power  of  the 
Inland  Revenue  Department  to  enforce  the  produc- 
tion of  them.  They  can  call  for  them,  but  not  enforce 
the  production  of  them. 

12.467.  It  might  possibly  apply  upon  appeal,  but  it 
certainly  does  not  apply  in  any  other  case? — That  is 
so. 

12.468.  You  have  suggested  that  it  is  desirous  to 
extend  the  time  limit  for  making  additional  assess- 
ments?— Yes,  I do,  and  there  is  a rather  appropriate 
clause  in  the  American  Income  Tax  law.  They  pro- 
vide that  additional  assessments  may  be  made  at  any 
time  within  five  years  where  there  is  no  question  of 
false  return  or  fraud,  but  that  there  is  no  time  limit 
within  which  duty  can  be  recovered  where  fraud  is 
proved. 

12.469.  Is  there  any  reason  why  our  statutory  limi- 
tation period  of  six  years  in  non-fraudulent  cases 
should  not  apply?— That  would  be  still  more  appro- 
priate. 

12.470.  And  the  ordinary  rule  in  cases  of  concealed 
fraud — no  limitation  at  all? — I agree. 

12.471.  Mr.  McTAntock : In  paragraph  12  you  give 
a note  of  the  unassessed  Income  Tax,  which  includes 
compounded  penalties.  I take  it  these  are  the 
amounts  collected  within  these  particular  fiscal 
years? — That  is  so. 

12.472.  They  do  not  relate  to  the  liability  for  those 
years  ? — No. 

12.473.  Do  you  agree  that  a good  deal  of  the 
evasion  in  past  years  has  come  to  light  owing  to  the 
production  of  accounts  in  connection  with  Excess 
Profits  Duty? — Undoubtedly. 

12.474.  More  so  than  on  previous  occasions? — Yes, 
because  the  powers  of  the  Revenue  have  been  so  much 
stronger. 

12.475.  Is  there  not  another  reason? — In  some  cases 
it  pays  the  taxpayer  to  produce  them,  to  get  a higher 
pre-war  standard. 

12.476.  Exactly ; that  has  caused  a great  many 
voluntary  disclosures? — And  it  has  caused  in  some 
cases  people  to  go  to  gaol. 

12.477.  I agree,  but  it  has  caused  a great  many  dis- 
closures ? — Unquestionably. 

12.478.  To  a vqry  considerable  extent? — Yes,  I 
should  say  that  is  correct. 

12.479.  That  and  the  special  investigations  by  the 
Inland  Revenue  themselves  and  also  by  the  Ministry 
of  Munitions? — Yes;  but  please  do  not  misunderstand 
me.  Far  more  has  been  recovered  through  special 
investigations  than  through  voluntary  disclosures. 

12.480.  I quite  agree ; in  the  cases  of  special  inves- 
tigation they  made  their  voluntary  disclosures  too 
late?-— It  was  a voluntary  disclosure  under  compul- 
sion. 

12.481.  On  the  question  of  evasion  by  undervaluing 
stock,  the  form  of  certificate  that  is  being  asked  for 
to-day  pretty  well  closes  the  door  to  that  form  of 
evasion,  does  it  not? — If  it  is  correctly  signed. 

12.482.  I am  assuming,  of  course,  that  it  is  a true 
certificate  ? — Quite. 

12.483.  You  find,  do  you  not,  that  the  average 
trader  hesitates  to  sign  that  certificate  ? — The  average 
trader  hesitates  to  sign  anything  false  in  a specific 
form. 

12.484.  The  request  to  them  for  the  certificate  has 
caused  many  disclosures  as  to  hidden  reserves  of 
stocks  ? — Yes. 

12.485.  It  is  only  when  a reserve  of  some  lump  sum 
which  is  carried  forward  from  year  to  year  is  in- 
creased that  a further  loss  of  duty  takes  place?— Yes. 

12.486.  That  is,  if  a man  writes  off  a thousand 
pounds  once  that  is  the  extent  of  his  evasion  ?— If  he 
never  increases  it. 

12.487.  Has  it  been  your  experience  that  they  con- 
tinue to  increase  this  reserve  year  by  year? — Cer- 
tainly. undoubtedly,  and  especially  during  the  war 
perio'd,  when  they  have  been  making  so  much  money. 


12.488.  It  is  the  case,  is  it  not,  that  prior  to  the 
war  and  to  the  Excess  Profits  Duty,  the  Inland 
Revenue  did  not  trouble  very  much  about  stock  cer- 
tificates?— Not  to  any  great  extent  for  Income  Tax 
purposes,  because  it  was  felt  that  in  the  long  r.un  it 
would  rectify  itself.  But  I must  qualify  that  state- 
ment, because  even  before  the  Excess  Profits  Duty  it 
was  not  uncommon  to  find  that  stocks  were  being 
unduly  written  down ; in  fact,  I was  very  much 
amused,  on  one  occasion,  to  find  that  the  taxpayer  in- 
variably wrote  10  per  cent,  off  his  stock  at  the  end 
of  each  year,  and  quite  reasonably  so,  but  he  carried 
it  forward  into  the  next  year  at  the  unreduced  figure. 

10.489.  That  is  not  really  a stock  evasion ; that  is 
simply  changing  the  figures? — As  a matter  of  fact, 
he  was  perfectly  innocent.  He  did  not  know  what  he 
was  doing,  although  he  had  accumulated  a reserve  by 
that  means  of  several  thousand  pounds,  and  he  did 
not  know  where  his  money  had  come  from,  so  he 
said,  and  I believe  he  was  right. 

12.490.  I have  known  it  done,  too.  The  point  is 
this:  you  have  no  right,  at  the  moment,  to  ask  for 
that  certificate? — We  have  the  right  to  ask  for  any- 
thing, but  we  have  not  the  power  to  compel  a man  to 
give  it. 

12.491.  May  I put  it  in  this  way : that  if  you  had 
thought  fit  at  any  time  in  the  past,  prior  to  the  war 
period,  to  ask  for  that  certificate,  in  the  majority 
of  cases  you  would  have  got  it? — Yes,  certainly  I 
think  we  should. 

12.492.  Perhaps  you  would  explain  to  the  Commis- 
sion what  the  practice  is  with  regard  to  the  present 
request  for  the  production  of  accounts.  You  ask  here 
for  certain  powers  to  compel  accounts,  and  I think  the 
Commission  should  know  that  in  ordinary  everyday 
practice  you  regularly  ask  for  the  accounts  before 
the  return  is  due  to  be  made,  and  I think  I might 
safely  say.  in  90  per  cent,  of  the  cases,  you  get  them? 
— My  practice,  and  I think  it  is  more  or  less  general, 
was  to  write  to  a taxpayer  somewhat  in  this  form : 
“ With  reference  to  your  Income  Tax  return 
for  the  current  year,  I shall  be  obliged  if  you 
will  let  me  have  copies  of  such  and  such  accounts  in 
order  that  I may  be  in  a position  to  advise  the  Com- 
missioners as  to  the  correctness  of  the  return.”  But 
more  often  than  not,  I would  ask  the  taxpayer  for  an 
interview. 

10.493.  Is  there  not  an  official  form  which  is  issued 
in  the  months  of  January  and  February  of.  each  year 
to  every  trader  who  they  know  has  accounts — a stereo- 
typed form  in  which  they  are  requested  to  send  their 
accounts  on  for  the  last  year,  and  a computation  of 
the  liability? — Perhaps  you  may  help  me  on  that 
point.  As  regards  public  companies  there  certainly 
is  a form,  but  I have  been  so  long  out  of  a district 
that  I really  cannot  remember  whether  there  is  one 
for  private  firms. 

12.494.  Dr.  Stamp : Is  not  the  distinction  between 
question  and  answer  just  this : that  the  witness’s 
answer  applies  practically  to  getting  accounts  for  the 
first  time  where  they  have  not  been  rendered  before? 
When  they  have  once  been  rendered,  it  is  probable 
that  something  in  the  nature  of  an  official  form,  or  a 
form  drawn  up  by  the  Surveyor,  or  a hectograph 
letter,  does  go  out  to  render  that  process  continuous. 
I take  it  that  the  witness’s  letter  that  he  has  de- 
scribed, would  be  the  one  that  would  be  sent  out  to  a 
taxpayer  the  correctness  of  whose  return  had  not  been 
tested  in  that  way  before;  but  once  the  accounts 
have  been  put  in,  if  it  is  desirable  to  have  them  ren- 
dered annually,  I take  it  that  it  would  be  left  very 
largely  to  th%  Surveyor  to  write  some  sort  of  letter 
within  his  discretion,  to  continue  it? — I am  told  that 
in  practice  the  form  used  for  public  companies  is 
frequently  adopted  in  the  case  of  private  traders. 

12.495.  Mr.  McLintoclc:  There  is  a regular  form, 
and  it  is  sent  out  both  to  private  traders  and  to 
public  companies.  The  reading  of  the  evidence  gives 
the  impression,  to  those  who  know  nothing  about 
Income  Tax,  that  you  do  not,  generally  speaking,  get 
these  accounts.  Now,  as  a matter  of  actual  practice, 
I put  it  to  you  that  in  the  months  of  January  and 
February  of  every  year  there  is  sent  broadcast  a 
polite  request  to  traders  to  send  along  their  accounts 
and  a computation  of  their  liability,  and  that  these 
are  at  once  sent  to  you  by  practising  accountants 
and  by  many  traders? — I must  take  exception  to  the 
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word  “ broadcast.”  A letter  is  in  fact  sent  to  all 
firms  and  companies  and  even  persons,  who  are  in 
the  habit  of  supplying  accounts  annually,  and  I do 
not  wish  the  Commission  to  think  for  one  moment 
that  my  evidence  suggests  that  accounts  are  not 
obtained  from  a very  large  number  of  the  more  im- 
portant traders.  But  there  is  a considerable  number 
from  whom  accounts  are  not  obtained,  or,  if  obtained, 
they  are  only  obtained  spasmodically,  and  a con- 
siderable number,  too,  who  object  to  furnish  accounts 
if  asked.  I hope  my  answer  is  clear. 

12.496.  That  objection,  of  course,  is  growing  less 
year  by  year? — Of  course  it  does  not  always  pay. 

12.497.  I am  not  putting  it  on  the  ground  of 
whether  it  pays  or  not,  but  as  a matter  of  actual 
practice,  are  there  few  taxpayers  who  do  not 
furnish  accounts.  I have  the  form  here;  it  is  this: 
“ With  a view  to  facilitate  the  correct  assessment  by 
the  Commissioners  of  Income  Tax  of  the  profits  of 
(blank).  I shall  be  glad  to  receive,  if  ready,  copy  of 
the  accounts  and  reports  for  the  last  financial  year  ”? 
—Yes.  Of  course  it  is  clear  from  that,  that  it  is 
primarily  intended  for  companies,  because  it  uses 
the  term  “ reports,”  but  it  is  capable  of  being 
adopted  for  both  companies  and  firms. 

12.498.  They  have  a different  form  which  is  sent  to 
private  individuals  ? — Yes  ? 

12.499.  I mean  the  form  of  letter  which  goes  is  dif- 
ferent: they  do  not  ask  for  reports? — Do  they  not 
simply  cut  out  the  word  “ reports  ”? 

12.500.  Probably  they  do? — You  must  not  press  me 
too  much,  because  I do  not  profess  to  know  every- 
thing that  is  going  on  in  the  districts. 

12.501.  Very  well,  I will  leave  that.  The  purpose  of 
my  question  was  with  regard  to  your  paragraph 
13  (1),  which  says:  “to  enable  the  Revenue  to  re- 
quire production  of  accounts  in  support  of  a return 
before  an  assessment  is  made.”  Now  what  I wanted 
to  suggest  was  that  in  the  majority  of  cases,  as  you 
admit,  the  accounts  are  sent  before  the  assessment 
is  actually  made;  in  the  case  of  all  limited  com- 
panies, it  is  sent  as  a general  rule? — As  a general 
rule,  yes. 

12.502.  And  by  the  majority  of  private  traders  who 
you  know  have  accounts? — No,  not  the  majority. 

12.503.  I can  only  speak  from  my  own  personal  ex- 
perience, and  that  is  that  we  return  always,  before 
an  assessment  is  made,  a complete  set  of  accounts 
and  a computation,  and  I know  that  is  the  practice 
of  most  accountants? — Are  you  referring  to  England 
or  Scotland? 

12.504.  I am  referring  particularly  to  Scotland,  but 

also  to  what  I know  takes  place  in  England  as  well? 
— In  Scotland 

12.505.  You  find  in  Scotland  they  are  more  ready 
to  respond? — I think  in  Scotland  accounts  are  kept 
much  more  generally  than  they  are  in  England. 

12.506.  Is  it  your  view  that  if  there  was  an  increase 
in  the  expert  staff  of  the  Inland  Revenue  to  deal  with 
public  companies  in  each  district,  you  might  get  more 
accounts  and  have  time  to  examine  them  more 
closely,  without  getting  any  additional  powers P — To 
some  extent,  but  not  to  the  extent  that  is  desirable, 
by.  any  means.  I quite  admit  that ; and  that  is  a 
point  which  I am  very  glad  to  have  an  opportunity 
of  making.  If  we  had  increased  staff,  apart  from 
increased  powers,  we  should  get  a materially  larger 
revenue;  but  we  should  still  fall  very  far  short  of 
what  we  ought  to  have  if  we  had  the  additional 
powers  as  well. 

12.507.  I will  put  it  in  this  way.  If  every  trader 
sent  you  his  accounts  to-day,  your  present  staff  would 
not  have  time  to  examine  them? — To  examine  them, 
but  not  to  examine  them  as  they  ought  to  be  exam- 
ined— two  very  different  matters. 

12.508.  Do  you  agree  with  the  view  that  there 
should  be  no  compounding  of  the  felony  by  taking 
lump  sum  payments,  but  that  everyone  who  has  made 
a fraudulent  return  should  be  prosecuted? — No,  I do 
not,  for  very  sound  reasons,  in  my  opinion.  I do  not 
agree  that  there  should  be  no  compounding — what  I 
gather  you  mean  by  compounding — because  if  there 
were  no  compounding,  then  there  would  be  a great 
deal  of  money  lost;  because,  although  there  may  be 
no  doubt  that  fraud  has  been  perpetrated,  and  the 


taxpayer  may  even  admit  it,  it  does  not  follow,  owing 
to  the  difficulties  of  legal  procedure,  that  a conviction 
w>uld  be  secured  if  the  case  were  taken  into  a Court 
But  I cannot  imagine  that  anybody  would  suggest 
that  because  it  might  not  be  considered  advisable  to 
institute  a criminal  prosecution,  therefore  the  tax- 
payer should  be  allowed  to  go  scot  free.  I ought  to 
add  a word  to  that.  In  speaking  of  criminal  proce- 
dure,  I am  referring  more  particularly  to  prosecu- 
tions involving  imprisonment,  and  not  so  much  to  a 
prosecution  for  pecuniary  penalties.  The  objection 
very  often  to  a prosecution  for  pecuniary  penalties, 
where  it  is  unnecessary  as  a rule  to  prove  fraud,  is 
that  it  frequently  happens  that  the  amount  recovered 
would  be  disproportioaate  to  the  offence. 

12.509.  You  refer  in  your  proof  to  the  three  years’ 
limit.  I think  you  agree  that  in  the  majority  of 
cases  the  tax  recovered  is  by  no  means  confined  to  a 
period  of  three  years  ?— Certainly  not.  That  is,  where 
there  is  either  fraud  involved  or  what  you  might 
almost  call  criminal  negligence. 

12.510.  That  is,  if  you  discover  a case  to-day  where 
a man  has  been  clearly  fraudulent,  while  the  Act  says 
three  years,  you  go  back  twenty  years  if  the  figures 
are  available? — But  we  do  not  go  back  twenty  years 
and  accept  twenty  years’  tax.  iWe  accept  penalties 
in  lieu  of  tax. 

12.511.  What  you  do,  in  effect',  is  that  you  go  back 
twenty  years  to  find  out  if  he  has  been  defrauding 
you  all  that  time,  and  how  much  tax  you  have  lost, 
and  then  you  get  a sum  of  money  out  of  him  ? — You 
measure  the  penalty  by  the  extent  of  the  offence. 

12.512.  And  it  is  by  no  means  limited  to  three 
years? — As  I.  say,  the  penalty  has  regard  to  the 
offence,  and  if  the  man  has  been  defrauding  the 
Revenue  since  1842,  he  ought  to  be  penalized  much 
more  heavily  than  if  he  had  only  been  defrauding 
the  Revenue  for  three  years. 

12.513.  So  that  the  three  years  limit  does  not 
apply  in  many  of  the  worst  cases? — The  three  years’ 
limit  does  in  fact  apply  to  the  power  to  assess  and 
recover  tax,  but  the  penalties  which  may  be  recovered 
further  recoup  the  Revenue  for  the  duty  that  has 
been  lost. 

12.514.  You  know  there  is  a certain  amount  of  hard- 
ship felt  by  the  taxpayer  who  innocently  has  over- 
paid tax  for  ten  years — that  he  can  only  get  recovery 
for  the  prescribed  period  that  the  Act" lays  down? — 
That  is  perfectly  true,  but  the  taxpayer  is  always  in 
a position  to  know  that  he  is  overpaying,  whereas  the 
Revenue  is  not.  If  the  Revenue  were  in  an  equal 
position  to  know  that  the  taxpayer  was  paying  too 
much,  there  would  be  equal  responsibility  on  the 
Revenue  to  refund. 

12.515.  Of  course  his  ignorance  does  not  excuse 
him,  but  he  does  not  know,  or  he  would  not  have 
paid  all  those  years? — Presumably  not'.  Ignorance 
is  no  excuse. 

12.516.  I do  not  want  to  be  putting  a professional 
view  of  it  before  you,  but  there  is  always  this  ques- 
tion uppermost  with  accountants,  when  they  discover 
irregularities  themselves;  they  have  a desire  to  put 
their  client  on  the  narrow  path,  and  they  are  con- 
fronted with  these  serious  penalties  if  they  do  so. 
Would  you  make  any  suggestion  in  regard  to  volun- 
tary disclosure,  even  where  the  evasion  has  been 
fraudulent? — I have  had  numbers  of  cases  of  the 
kind,  and  my  inclination — I might  almost  say  mv 
action — has  always  been  in  the  direction  of  ensuring 
that  the  taxpayer  whose  fault  has  been  voluntarilv 
disclosed,  either  by  himself  personally  or  through 
the  proper  action  of  his  accountant,  shall  not  be  sub- 
jected to  a criminal  prosecution.  But  I should  never 
suggest  that,  even  in  a case  of  that  kind,,  he  should 
not  purge  his  offence  by  paying  the  tax  which  did  not 
belong  to  him. 

12.517.  I quite  agree  with  you? — And  also  I should 
say  with  one  addition,  which  also.  I think,  is  ex- 
tremely reasonable,  that  is.  the  interest  which  he  has 
made  out  of  the  use  of  the  money. 

12.518.  On  the  question  of  remedies,  would  it  help 
with  a body  of-  Commissioners,  whether  the  present 
body  or  another  one,  that  the  appellant  should  be  put 
on  oath?— I am  not  in  favour  of  a provision  that  all 
appellants  should  be  examined  on  oath.  The  presen 
statutory  powers  are  that  an  appellant  may  have  ms 
answers  put  into  writing,  and  that  he  may  then  be 
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sworn,  to  them.  I do  think  it  would  be  advisable  that 
there  should  be  power  for  the  Commissioners,  if  con- 
sidered desirable,  to  put  an  appellant  on  oath  before 
his  examination. 

12.519.  In  your  conclusion,  you  refer  to  the  fact 
that  many  audits  at  the  present  time  are  only 
partial  ? — Yes. 

12.520.  And  that  being  so,  the  accountant’s  certi- 
ficate or  statement  relating  to  Income  Tax  is  not 
necessarily  so  reliable  as  it  should  be? — Yes. 

12.521.  Would  it  not  be  sufficient  if  you  got  some 
form  of  declaration  by  the  accountant  as  to  the  return 
made,  including  all  the  items  that  should  properly 
be  noted  for  the  information  of  the  Inland  Revenue. 
If  you  ask  for  that  certificate,  would  it  not  tend  to 
make  all  audits  complete? — I think  that  is  rather 
specious.  Would  not  that  have  the  effect  of  making 
the  accountant  the  judge  as  to  what  were  the  items 
material  to  the  computation  of  the  Income  Tax,  if 
we  had  to  accept  the  certificate  of  the  accountant? 

12.522.  I do  not'  ask  it  to  be  final ; I mean,  to  the 
best  of  his  knowledge  and  belief? — Are  you  suggesting 
that  it  would  meet  the  requirements  of  the  Revenue 
if  the  accountant  gave  a certificate  to  the  effect  that 
the  accounts  were  correctly  prepared  and  disclosed 
all  material  items?  Is  that  your  point? 

12.523.  Yes?— That  would  not  state  to  what  extent 
the  accounts  had  been  audited.  What  we  so  fre- 
quently find  is  this : an  accountant  is  called  in  by  a 
taxpayer,  and  the  books  are  put  before  him,  and  the 
accountant  is  told  to  prepare  the  account  from  those 
books,  and  not  to  make  an  audit.  Now  those  books 
may  be  altogether  wrong.  I have  a number  of  cases 
under  my  notice  at  the  present  time;  the  accounts 
have  been  prepared  from  the  books,  the  books  do  not 
disclose  the  whole  of  the  transactions,  there  are  very 
material  hidden  items;  drawings  of  proprietors  have 
been  debited  in  the  accounts.  The  accountant,  unless 
he  makes  an  audit,  cannot,  in  my  opinion,  discover 
those  errors.  So  that  unless  the  accountant  states 
to  what  extent  he  has  audited  the  books,  I cannot 
imagine  what  is  the  value  of  his  certificate. 

12.524.  I do  not  think  accountants  generally  would 
make  up  an  Income  Tax  return  by  merely  taking  the 
figure  in  the  books  and  sending  it  along  to  you?— 
But  hundreds  do.  - I have  had  chartered  accountants, 
within  the  last  few  months,  who  have  been  in  my 
office  and  have  said : “ our  clients  will  not  pay  us 
to  make  an  audit,  and  we  are  simply  instructed  to 
pui  an  account  together  from  the  different  accounts 
in  the  books.”  That  is  all  they  do,  and  all  they  are 
paid  for. 

12.525.  But  the  Revenue  does  not  accept  that  type 
of  account? — We  do  not  know  that  it  is  that  type  of 
account,  because  the  nature  of  the  account  is  not 
disclosed  on  the  certificate. 

12.526.  I am  surprised  to  hear  that  there  are 
accountants  who  come  along  to  you  with  accounts 
of  that  kind  ? — i am  very  glad  you  are. 

12.527.  Do  you  think  it  would  go  a long  way  to 
meet  your  difficulty  if  every  trader  had  to  make  a 
declaration  first  as  to  the  accounts  he  kept? — Yes, 
I think  that  would  be  very  material. 

12.528.  Would-  you  compel  him  to  have  them 
audited,  or  permit  the  Inland  Revenue  to  go  and 
examine  the  books  for  themselves  ? — I would  not 
suggest  that  he  should  be  compelled  to  have  them 
audited,  because  so  many  traders  cannot  afford  to 
pay  the  fees  of  auditors. 

12.529.  How  do  you  suggest  you  are  going  to  get 
over  the  difficulty  if  a man  says,  “ yes,  I keep 
accounts,  and  there  are  my  figures  ” ? Do  you  wish 
to  have  the  right  to  send  an  Inland  Revenue  official 
to  examine  these  books  in  detail,  and  make  a com- 
plete audit? — They  should  have  the  right  to  do  so 
where  it  is  considered  advisable,  but  in  a great  number 
of  cases  the  returns  and  the  accounts,  so  far  as  there 
were  accounts,  would  be  prima  facie  satisfactory,  and 
there  would  be  no  reason  or  inclination  to  investigate 
the  books.  It  cannot  be  suggested  that  the  Revenue 
would  be  able  to  have  every  trader’s  books  thoroughly 
examined  by  Revenue  officials,  or  even  that  every 
trader  should  be  required  to  have  his  books  audited 
by  a qualified  accountant. 


12.530.  Would  it  not  go  a long  way  if  you  asked 
every  trader  to  give  you  a declaration  as  to  the  form 
of  accounts  he  kept? — Yes,  certainly,  it  would  be  of 
great  help. 

12.531.  And  if  in  your  opinion  these  accounts  were 
not  satisfactory,  either  that  you  should  have  liberty 
to  examine  his  books  or  that  he  should  bring  you  a 
certified  account? — Well,  in  any  case  I think  we 
should  have  liberty  to  examine  them,  even  if  he 
brought  a certified  account. 

12.532.  You  agree  that  at  present  the  Inland 
Revenue  have  not  the  skilled  staff  necessary  to 
examine  books? — They  have  a certain  quantity  of  staff 
skilled  for  that  purpose. 

12.533.  I know  they  have  many,  but  they  are  very 
few  as  compared  with  a general  examination  of  books 
such  as  you  indicate? — A considerable  number  of  our 
district  Inspectors  of  Taxes  are  quite  qualified  and 
competent  to  examine  a trader’s  books  from  beginning 
to  end. 

12.534.  Do  you  agree  that  the  accountancy  pro- 
fession generally  in  all  parts  of  the  United  Kingdom 
have  done  a great  deal  of  work  to  facilitate  correct 
assessments  of  traders? — Unquestionably. 

12.535.  Mr.  Birley : I want  to  ask  you  a question 
on  the  subject  of  the  valuation  of  stocks.  In  answer 
to  Mr.  Kerly  I understood  you  to  suggest  that  there 
was  no  reason  why  stocks  should  be  written  down  to 
market  price  if  that  is  below  the  cost  price,  because 
the  loss  has  not  so  far  been  made? — That  is  so.  That 
wants  to  be  coupled  with  the  other  question,  that 
the  stock  is  not  written  up  to  market  price  if  the 
price  has  gone  up.  What  is  sauce  for  the  goose,  I 
think,  ought  to  be  sauce  for  the  gander.  The  tax- 
payer may  say,  “ I cannot  show  my  true  position  on 
the  31st  December  unless  I take  my  stock  at  what 
it  would  fetch,  that  is  to  say,  assuming  the  business 
is  sold  as  a going  concern,  because  the  purchaser  in 
that  case  would  not  pay  more  for  the  stock  than  he 
could  go  into  the  market  and  buy  it  for  from  a 
merchant.”  Therefore  to  ascertain  his  true  position  a 
trader  has  to  take  his  stock  at  what  it  is  really  worth 
at  that  moment,  and  therefore  it  is  perfectly  correct 
that  he  should  write  his  stock  down  to  its  market 
value;  but  if  we  accept  that  as  a correct  proposition, 
and  the  object  as  I said  before  is  to  ascertain  what 
the  trader’s  real  position  was  at  the  31st  December, 
if  the  value  of  the  stock  has  gone  up  then  for  the 
same  reason  it  should  be  taken  at  the  increased  price. 
You  cannot  have  the  one  and  not  the  other. 

12.536.  But  you  would  not  press  that  stock  should 
not  be  written  down  to  market  price  if  that  is  below 
cost,  for  the  very  reason  that  you  just  mention — that 
a balance  sheet  on  such  valuation  would  not  show 
the  true  position? — I do  not  press  the  point  because 
it  has  been  the  universal  practice,  but,  as  I think 
I have  already  said,  it  is  an  unsatisfactory  practice. 

12,637.  Surely  the  true  position  of  a concern  would 
not  be  shown  if  it  showed  a large  stock  at  cost  price, 
which  was  very  much  higher  than  the  market  price; 
an  auditor  could  hardly  certify  such  accounts,  and 
surely  directors  could  not  submit  such  accounts  to 
shareholders  as  showing  the  true  position  of  such  a 
concern? — I say  I agree,  but  no  more  ought  they  to 
put  forward  an  account  which  shows  the  stock  at 
much  less  than  its  value. 

12.538.  Then  you  do  not  agree  with  the  idea  that 
no  profit  is  made  until  goods  are  sold? — Nor  any  loss 
made  until  the  goods  are  sold ; there  are  the  two 
points. 

12.539.  I quite  see  your  point  from  the  trading 
point  of  view.  When  it  comes  to  drawing  up  a 
balance  sheet  to  show  the  true  position  of  a concern 
can  a stock  be  taken  in  at  very  much  higher  than 
the  market  price,  and  still  show  the  true  position 
of  the  company? — Certainly  not;  nor  at  less. 

12.540.  Therefore,  can  you  take  stock  properly  at 
cost  price  if  that  cost  price  is  higher  than  the  market 
price? — Certainly  not. 

12, '541.  Therefore  you  would  rule  that  out? — I do, 
but  I say  you  have  to  face  the  alternative.  You  can- 
not show  the  true  position  of  the  trader  if  you  take 
the  stock  at  cost  if  it  is  worth  very  much  more.  We 
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are  faced  with  the  two  arguments,  which  conflict.  The 
one  is  that  you  cannot  bring  in  a profit  until  the 
goods  are  realized,  and  yet  the  trader  says,  “ never- 
theless, I can  bring  in  a loss,  although  that  has  not 
been  realized.” 

12.542.  Surely  he  can  bring  in  the  loss,  because  the 
object  of  a balance  sheet  is  to  show  the  true  position 
of  a concern  at  a particular  date? — That  is  right, 
and  the  true  position  must  take  into  account  accre- 
tions or  appreciations,  if  you  take  into  account 
depreciations. 

12.543.  I will  put  it  to  you  that  until  those  goods 
are  sold  that  appreciation  has  not  been  realized? — 
And  until  those  goods  are  sold  that  depreciation  has 
not  been  realized. 

12.544.  But  the  true  position  of  that  concern  is  that 
the  value  of  its  holding  is  so  much  less? — We  are 
talking  in  a circle,  I am  afraid. 

12.545.  Mr.  Mackinder : I want  to  ask  a question  or 
two  with  regard  to  the  possibility  of  estimating  the 
amount  of  the  evasion.  I see  in  the  Appendix  to  your 
evidence-in-chief,  to  which  you  refer  in  paragraph  9, 
you  say : “ These  districts  were  not  specially  selected, 
and  it  is  believed  that  the  results  shown  may  be  taken 
as  fairly  representative  of  the  country  as  a whole  ” — 
that  is  to  say,  the  districts  A,  B,  C and  D in  that 
Appendix  ? — Yes. 

12.546.  As  regards  (5),  the  number  of  assessments 
in  which  returns  are  made  and  accepted,  I see  the 
amount,  taking  the  year  1917,  is  £3,691,976 — that  is, 
roughly,  a little  more  than  one  per  cent.,  is  it  not,  of 
the  total  income — it  is  rather  more  than  one  per 
cent. ; between  one  and  two  per  cent.  ? — I accept  that. 

12.547.  Down  at  the  bottom  of  those  tables,  in  the 
last  line  of  all,  you  give  the  amount  of  increase  of 
assessments  for  1917  at  £100,534,  so  that  if  we  take  it 
for  the  moment  that  the  upper  figure  is  one  per  cent., 
it  would  show  an  amount  of  evasion  there  detected 
and  remedied  of  £10,053,400,  roughly? — I do  not 
think  I follow  that. 

12.548.  I want  to  ask  you  whether  you  think  that  is 
typical,  and  whether  we  can  draw  any  inference  as  to 
the  money  value  of  the  margin  of  taxable  income 
which  you  think  escapes  taxation? — I am  afraid  you 
cannot  take  that  as  necessarily  indicative  of  the 
evasion  year  by  year,  because  those  figures  cover  a 
number  of  years. 

12.549.  But  you  have  got  back  duty  and  penalties 
to  which  I have  not  referred.  I have  referred  simply 
to  the  increase  of  assessment  presumably  for  the 
current  year? — Yes,  you  are  quite  right;  I was  look- 
ing at  the  other  column. 

12.550.  As  a fact,  have  the  Inland  Revenue,  do  you 
know,  attempted  to  form  an  estimate  of  the  amount 
of  taxable  income  that  at  present  escapes  taxation  ? — 
I have  given  very  careful  consideration  to  the  point, 
which  is  an  extremely  difficult  one.  My  estimate  is 
that  the  result  of  the  increased  powers  asked  for 
would  produce  another  £5,000,000  of  tax.  If  the 
necessary  increase  of  staff  were  also  available -I  should 
estimate  a further  £5,000,000.  and  therefore  my 
aggregate  estimate  of  additional  tax  recoverable  with 
increased  staff  and  increased  powers  would  be,  in  my 
opinion,  not  less  than  £10,000,000,  and  might  be 
materially  more. 

12.551.  In  other  words,  it  does  come  out  at  the 
figure  which  I was  assuming  from  these  districts,  if 
these  districts  are  typical? — No,  you  are  looking  at 
assessment,  on  the  last  line. 

12.552.  It  is  the  amount  of  increased  assessment? — 
Yes ; but  I am  now  speaking  of  duty— £10,000,000 
more  duty. 

12.553.  I beg  your  pardon ; you  mean  in  actual  duty 
received  ? — Yes. 

12.554.  That  is  an  enormous  difference.  In  1917  the 
tax  was,  I think,  a quarter.  That  would  point  to  its 
being,  I think,  a quarter  of  that  amount — £2,500,000? 
— Yes,  but  this  figure  in  my  table  is  only  the  amount 
that  has.  in  fact,  .been  detected  under  present  con- 
ditions, with  inadequate  staff,  and  all  the  difficulties 
arising  out  of  the  war.  out  of  extended  legislation, 
and  the  enormous  additional  work  thrown  upon  us. 

12.555.  If  I may  put  it  in  a different  wav  without 
taking  those  figures,  can  vou  give  us  anv  idea  of  the 
basis  of  your  estimate? — Tt  is  assumed  that  the  profits 
which  would  come  under  review  for  the  purpose  of 
detecting  evasion  might  he  taken  as  £300,000.000.  and 


the  amount  of  evasion  10  per  cent.,  which  at  an 
average  rate  of  tax  of  3s.  6d.  in  the  £ (which,  I think, 
would  be  under  the  mark),  is  approximately 
£4,000,000  of  duty. 

12.556.  The  £300,000,000  one  sees ; is  the  10  per  cent, 
more  than  an  assumption? — No.  It  is  based  partly 
on  past  results,  but,  as  I say,  it  is  impossible  .to  say 
what  will  result  from  extended  powers;  inasmuch, 
however,  as'  our  powers  are  very  inadequate  at  the 
present  time,  and  notwithstanding  those  inadequate 
powers,  we  have  got  a substantial  sum,  it  is  not  un- 
reasonable to  assume  that  with  the  greater  powers  a 
materially  larger  amount  would  be  recovered. 

12.557.  I am  asking  you  because  there  is  a very 
general  assumption  in  many  quarters  that  the  evasion 
is  very  large.  I am  suggesting  from  your  figures 
that  the  evasion,  although  important,  is  not  very 
large? — Well,  I am  very  averse  to  exaggerating,  and 
I would  much  rather  put  the. amount  at  what  I con- 
sider is  well  within  the  mark  than  try  to  make  it  as 
great  as  possible. 

12.558.  Then  your  estimate  is  that  by  appropriate 
methods  we  might  get  £10,000,000  more? — Yes,  that 
is  so.  We  must  bear  in  mind  that  a very  large  pro- 
portion of  the  Income  Tax  is  collected  in  such  a way 
as  not  to  lend  itself  to  fraud.  I am  not  disposed  to 
quarrel  with  anybody  who  expresses  the  opinion  that 
the  amount  of  evasion  is  even  greater. 

12.559.  Are  you  in  this  distinguishing  between  the 
Income  Tax  that  is  derived  from  the  home  country 
and  Income  Tax  which  is  derived  from  abroad? — No, 
I include  the  whole,  because  to  some  extent  un- 
doubtedly the  income  arising  from  foreign  possessions 
and  securities  may  fail  to  be  disclosed. 

12.560.  But  your  £10,000,000  includes  additional 
taxation  which,  you  think,  may  be  derived  from  in- 
come from  abroad  ? — Certainly ; but  in  my  estimate  I 
am  not  including  legal  evasion ; that  is,  legal  avoid- 
ance of  tax  by  adopting  legal  methods. 

12.561.  No;  yours  is  evasion,  not  avoidance?— Yes. 
That  is  a subject  to  be  dealt  with  by  another  witness. 
I might  supplement  what  I said  by  saying  that  mv 
figures  do  not  include  either  Excess  Profits  Dufy  or 


Super-tax. 

12.562.  Mr.  Armitag  e-Smith  : Your  paragraph  22(2) 
;ays  that  the  Surveyor  may  surcharge  taxpayers  not 
already  assessed.  Would  you  please  tell  me  the 
axact  meaning  of  the  word  surcharge  ?— The  Addi- 
tional Commissioners  make  assessments ; the  Sur- 
veyor of  Taxes  has  power  under  the  Act  to  make  an 
assessment  which  is  described  as  a surcharge,  bait 
tie  can  only  make  a surcharge  where  no  assessment 
aas  already  been  made.  He  cannot  make  a surcharge 
f there  has  been  an  assessment  which  in  his  opinion  is 
nadequate.  It  is  certainly  desirable,  among  other 
kings,  that  the  district  Inspector  of  Taxes  should 
lave" the  power  to  make  a surcharge  even  in  cases  of 
inder-assessments  as  well  as  omissions. 

12.563.  Then  the  word  really  means  assessed,  does 
it  not?— Yes,  in  effect. 

12.564.  Mr.  Walker  Clark : In  the  fourth  para- 

graph of  your  evidence-in-chief  you  pay  a very  con- 
siderable compliment  to  the  taxpayers?— Well,  they 
Reserve  it.  , , 

12.565.  I am  very  glad  they  do,  because  some  of 

bhe  evidence  which  follows  seems  rather  to  suggest 
the  other  way?— We  are  only  dealing  with  the 
minority.  ,,  T.  , „ , , 

12.566.  You  suggested  to  Mr.  McLintock  that  there 
vas  considerable  evasion  in  the  method  of  taking 
?tock.  Do  you  suggest  that  the  method  is  to  take 
bhe  stock  at  too  low  a value,  or  to  sell  it  outside?-- 
Iliere  are  the  two  methods  with  regard  to  stock,  the 
me  method  is  to  take  it  at  an  amount  below  both 
lost  and  market  value,  and  there  is  also  another 
form  of  evasion  in  that  stock  is  sold  and  the  selling 
is  not  passed  through  the  books  at  all. 

12.567.  I wanted  to  ask  you  if  you  considered  that 
baking  it  at  too  low  a point  induced  fraudulent 

at _ . li, » +1, i ii ci finite  KPonrate  aiio 


distinct-.  . 

12.568.  You  do  not  think  the  two  things  go  to- 
gether?— No,  I do  not  think  so. 

12.569.  You  suggested  there  should  be  power  given 
to  the  Department  to  take  stock  or  to  check  stocks. 
—Only  as  part  of  the  general  powers  of  mvesti- 
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gating  the  taxpayer’s  accounts  and  books;  it  would 
fall  in  as  part  of  that  process  if  necessary. 

12.570.  You  know  that  the  fact  of  taking  stock 
is  not  only  extremely  inconvenient  in  stopping 
business  during  the  process,  but  also  extremely 
costly.  Would  you  suggest  that  the  taxpayer  paid 
the  cost  of  that,  or  would  you  suggest  that  the 
Inland  Revenue  paid  the  oost? — If  such  a procedure 
were  necessary  I should  suggest  that  any  costs  in- 
curred should  follow  the  result. 

12.571.  That  is  exactly  what  I wanted  to  get — if 
necessary  by  whom? — If  the  taxpayer’s  accounts  were 
not  disproved,  then  the  cost  ought  to  be  borne  by 
the  Revenue,  but  if  the  taxpayer  were  detected  in 
wrongdoing,  then  the  cost  should  be  borne  by  him. 

12.572.  I am  coming  back  to  the  point  who  is  to 
decide  whether  the  stocktaking  is  necessary? — The 
Board  of  Inland  Revenue  through  its  officials,  who 
have  reason  to  suspect  that  there  is  something  wrong 
with  the  stock. 

12.573.  But  through  its  officials  without  any  appeal 

to  anybody? — No.  In  any  case  there  would  l>e  an 

appeal  to  the  constituted  authority,  which  is  at  the 
present  time  the  General  Commissioners  of  Taxes. 

12.574.  And  it  would  be  their  authority  which 
would  have  to  be  secured  before  the  stock  could  be 
checked? — Not  necessarily;  I propose  that  the  Board 
of  Inland  Revenue  should  have  that  power. 

12.575.  Chairman:  That  is  the  point;  there  is  no 
appeal. 

12.576.  Mr.  Pretyman : The  appeal  is  only  after 
taking  stock. 

12.577.  Mr.  Walker  Clark:  That  is  the  point? — 
Quite.  I say  the  Board  of  Inland  Revenuo  should 
have  power  to  call  for  an  investigation  of  the  books, 
and  that  investigation  might — not  necessarily — in- 
volve some  checking  of  the  stock. 

12.578.  I quite  understand  the  procedure,  but  what 
I want  to  get  at  is  whether  you  suggest  that  the 
Board  of  Inland  Revenue  on  the  ipse  dixit  of  an 
official,  who  is,  generally  speaking,  not  a practical 
business  man,  and  sometimes  not  even  an  accountant, 
should  have  the  right  to  demand  the  re-checking  of 
stock? — I should  like  to  make  this  point:  in  my 
opinion  the  checking  of  stock  would  be  very  rarely 
necessary. 

12.579.  I quite  agree. — If  the  point  were  put  to 
the  Board  of  Inland  Revenue  they  would  judge  on 
the  information  available,  not  simply  because  an 
official  said,  “ I think  it  is  necessary,”  or  “ I want 
to  check  this  stock  ” ; that  would  not  be  good  enough; 
the  Board  would  not  act  on  that  and  say,  “ Yes,  go 
ahead.”  They  would  want  reason  why  and  where- 
fore. 

12.580.  Then  the  matter  would  have  to  be  referred 
by  the  local  Inspector  to  London? — That  is  so. 

12.581.  And  it  would  be  upon  their  written  autho- 
rity that  such  a procedure  should  be  taken? — That 
is  my  view. 

12.582.  That  process  of  procedure  was  not  out- 
lined in  your  paper.  How  can  the  average  system 
influence  or  check  evasion  by  writing  down  stock? — 
If  you  have  got  three  accounts  you  can  see  the 
fluctuations  in  the  stock  much  more  clearly. 

12.583.  But  you  may  have  23  accounts? — Not 
necessarily.  When  you  begin  you  have  only  one 
account  if  there  is  no  three  years’  average. 

12.584.  Yes,  that  is  so,  but  you  always  have 
accounts? — Afterwards  you  have — not  at  the  start. 

12.585.  The  three  years’  average  only  applies  to 
a man  who  has  been  in  business  at  least  three  years  ? 
—I  see  you  do  not  get  my  point,  apparently.  Tf 
it  is  necessary  to  investigate  a taxpayer’s  liability, 
and,  although  he  has  been  in  business  for  some  years, 
you  earn  only  call  for  one  year’s  accounts,  it  is  of 
very  little  use.  On  the  three  years’  average  you 
must  have  them  for  three,  or  even  six  years. 
Owing  to  the  fact  that  you  can  make  additional 
assessments  for  three  years,  you  can  get  on  the  three 
years’  average  system  six  years’  accounts,  and  you 
can  detect  a lot  out  of  six  years’  accounts. 

12.586.  Still,  with  the  additional  powers  which  you 
are  asking  for,  if  those  were  conferred — although 
many  of  them,  I think,  are  very  unnecessary — surely 
it  would  be  just  as  easy  to  recover  any  evasions? — 


Do  you  mean  to  say  if  we  had  not  got  the  three 
years’  average? 

12.587.  Yes. — With  those  powers,  yes. 

12.588.  The  question  of  the  three  years’  average 
really  does  not  enter  into  this  question? — It  does 
not  materially  enter  into  the  question  of  these 
powers. 

12.589.  Nor  into  the  question  of  evasion? — Well 
it  enters  into  the  question  of  evasion  to  this  extent/ 
that  if  you  have  got  three  years’  accounts,  you  have 
got  more  to  create  suspicion. 

12.590.  More  basis? — More  basis — a better  jumping- 
off  ground;  whereas  if  you  have  got  the  preceding 
year  basis  and  the  taxpayer  only  puts  in  one  account, 
which  is  all  that  is  necessary  for  that  year,  then  you 
have  got  very  little  to  work  upon. 

12.591.  But  still  you  would  have  your  powers? — Yes, 
you  have  the  powers,  but  you  might  not  have  the 
reason  to  cause  you  to  set  those  powers  in  motion. 

12.592.  In  paragraph  15  you  deal  with  the  complete 
trading  accounts  obtained  during  the  Ministry  of 
Munitions’  administration.  Is  it  not  the  fact  that 
those  powers  were  given  very  largely  because  many 
of  the  firms  had  dual  trading,  partly  controlled  and 
party  uncontrolled? — I cannot  conceive  that  that  was 
the  intention.  The  reason  was  very  largely  that  the 
Munitions  Levy  was  to  be  worked  by  the  Ministry 
of  Munitions  by  means  of  a body  of  qualified  trained 
accountants  brought  in  from  outside.  Those  trained 
accountants,  knowing  what  accounts  are,  and  also, 
I might  suggest,  knowing  the  wonderful  things  that 
they  discover  when  they  are  auditing  clients’  accounts, 
came  to  the  conclusion  that  these  powers  were  neces- 
sary, and,  therefore,  the  elaborate  forms  and  cert'fi- 
ates.were  drawn  up  so  as  to  give  those  officials  everv 
possible  means  of  getting  to  the  bottom  of  things.  ‘ 

12.593.  Dr.  Stamp : Arising  out  of  that  last  answer, 
were  there  not  also  important  political  reasons  in  view 
of  the  fact  that  there  was  a so-called  bargain  with 
Labour,  that  they  gave  up  certain  rights,  against 
which  there  were  certain  charges  made  upon  the  firms, 
and  it  was  more  or  less  incumbent  upon  that  Depart- 
ment to  assure  the  workers  that  the  full  tribute  was 
being  taken  from  the  earnings?— Yes,  I think  that 
point  did  enter  into  the  question  to  a material  extent. 

12.594.  You  hold  the  view,  I take  it,  that  a sequence 
of  accounts  is  a much  more  powerful  engine  of  dis- 
covery than  single  or  isolated  accounts?— Unquestion- 

12.595.  And  particularly  is  it  necessary  that  they 
should  include  the  balance  sheets? — Yes,  very  neces- 
sary.  I have  had  numerous  cases  where  the' balance 
sheet  has  disclosed  very  large  sums  of  revenue  not 
passed  through. the  trading  account.  I think  it  would 
be  interesting  if  I mentioned  one  particular  case.  A 
very  large  company  in  the  north  of  England  had  their 
accounts  audited  by  one  of  the  first  firms  of  auditors 
in  the  City  of  London.  They  always  objected  to  fur- 
nishing the  balance  sheet,  but  after  a time  the  case 
came  into  my  hands,  and  I inquired,  where  is  the 
balance  sheet?  It  was  not  forthcoming,  but  ulti- 
mately I got  it,. and  I found  that  that  company  had, 
over  a long  series  of  years,  approximately  £100.000 
on  deposit  at  the  bank  on  which  they  were  getting 
interest,  the  whole  of  which  was  placed  direct  to  the 
reserve  account  and  no  tax  had  ever  been  paid  on  it. 
Onlv  the  balance  sheet  could  disclose  that  fact. 

12.596.  Is  it  a fact  that  there  is  often  a readiness 
to  give  the  current  profit  and  loss  accounts  and 
trading  accounts,  and  a reluctance  to  give  the  balance 
sheet,  or  there  was  until  recent  years? — Very  great 
reluctance. 

12.597.  And  that  the  former  are  more  or  less  worth- 
less without  the  latter?— No  trader’s  account  is  com- 
plete without  both  balance  sheet  and  profit  and  loss 
account. 

1.2.598.  Would  you  regard  it  as  feasible  in  any 
legislation  that  referred  to  the  necessity  for  pro- 
ducing accounts,  or  the  rights  of  the  Revenue  to 
require  them,  that  balance  sheets  should  he  particu- 
larised in  order  to  clear  up  any  misanprehension  ? — 
T should  like  to  suggest  balance  sheets,  trading 
accounts,  and  all  other  accounts  necessary  or  con- 
sidered to  be  required. 

12.509.  The  legislation  of  1915  for  the  Excess  Profits 
Duty  introduced  some  new  Dowers  in  the  matter  of 
getting  accounts,  did  it  not? — Yes. 
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12.600.  Have  those  powers  had  effect  in  that  direc- 
tion:'— They  have  been  of  very  material  assistance, 
but  they  have  not  gone  as  far  as  they  should  have 
gone. 

12.601.  I want  to  take  you  on  that  point  which  has 
been  brought  to  the  Commission  by  a previous  witness 
on  the  subject  of  examination  of  books,  which  is  the 
second  point  of  your  powers,  that  the  Revenue  should 
have  power  to  examine  books.  I will  not  go  into  the 
question  of  safeguards  or  reservations,  but  they 
should  have  that  power? — That  is  so. 

12.602.  Do  you  remember  that  there  was  a proposal 
before  the  House  of  Commons  in  four  lines  of  the 
Finance  Bill? — Yes,  I remember  it  was  one  of  the 
original  proposals  when  the  Finanoe  Bill  of  1915  was 
introduced. 

12.603.  A previous  witness  referred  to  a very 
lengthy  and  heated  debate,  which  resulted  in  those 
words  being  taken  out? — Yes,  I remember  the  debate 
quite  well. 

12.604.  Could  you  give  us  any  idea  of  what  in  your 
judgment  is  at  the  root  of  the  objection  to  have  some 
power  of  that  sort — I mean  the  objection  in  Parlia- 
ment and  generally.  Would  it  be  this,  that  there  is 
a point  to  which  you  can  go  in  making  the  law  too 
stringent  and  making  the  general  taxpayer  dissatis- 
fied; is  that  it? — There  always  has  been  an  objection 
on  the  part  of  the  community  to  the  so-called  inquisi- 
tiveness of  the  Income  Tax,  but,  in  my  opinion,  that 
feeling  ought  to  be,  if  it  is  not,  dead  by  this  day, 
because  every  taxpayer  ought  to  know  that  if  every- 
one else  pays  as  much  as  he  ought,  he  pays  less,  and 
that  for  every  person  that  oommits  a fraud  on  the 
Revenue  and  escapes  the  payment  of  tax,  he  has  to 
help  to  make  good  the  loss.  Therefore  I think  there 
should  be  a feeling  on  the  part  of  the  taxpayers  of 
the  present  time  that  the  more  power  the  Revenue 
have  to  secure  correct  assessments,  the  less  Income 
Tax  will  they  themselves  have  to  pay  in  the  long  run. 

12.605.  That  would  represent  the  ideal  frame  of 
mind  of  the  average  taxpayer? — Yes. 

12.606.  But  we  are  faced  with  this  fact,  that  Ihis 
proposal  has,  as  a matter  of  fact,  been  definitely 
before  the  Legislature  for  consideration  under,  shall 
we  say,  the  most  propitious  circumstances — that  is  to 
say,  the  pressure  of  war,  the  very  high  rate  of 
duty  depending  upon  it,  and  the  political  feeling 
raised  by  so-called  profiteering  and  so  forth,  and  yet 
it  was  not  acceptable.  Can  you  suggest  any  way  in 
which  this  can  be  re-introduced  and  made  acceptable 
under  circumstances  of  less  pressure  ? — It  seems  almost 
to  require  propaganda  to  bi'ing  it  home  to  the  tax- 
payers. There  is  one  suggestion;  I think  it  should 
be  made  perfectly  clear  that  it  would  not  be  within 
the  power  of  the  local  district  Inspector  to  require 
an  examination  of  books,  but  it  would  require  an 
order  of  the  Board  of  Inland  Revenue,  and  also  it 
might  be  provided  that  where  desired  the  examina- 
tion should  be  made  by  a special  official  sent  down 
from  Somerset  House,  who  would  have  no  local 
interests. 

12.607.  Shortly,  you  would  get  over  the  difficulty 
by  placing  some  quite  obvious  drag  upon  the  zeal  of 
the  local  official? — Certainly. 

12.608.  In  the  words  which  were  debated,  to  which 
we  have  referred,  the  powers  were  given  to  the  Com- 
missioners of  Inland  Revenue,  I believe;  that  surely 
ought  to  have  reconciled  the  House  of  Commons  to 
the  fact  that  it  would  be  properly  used? — It  ought, 
but  apparently  it  did  not. 

12.609.  If  it  is  necessary — and  I am  quite  in  agree- 
ment with  you  that  it  is  very  necessary — that  there 
should  be  further  powers,  the  difficulty  is  to  intro- 
duce them  and  at  the  same  time  keep  the  general 
taxpayer  feeling  that  he  is  not  going  to  be  molested 
unnecessarily,  and  it  is  really  to  find  what  is  the  most 
practicable  means  of  adjusting  the  two  issues.  Do  you 
think  that  the  taxpayer  would  be  satisfied  if  it  were 
made  clear  in  the  Act  that  he  could  not  exercise  those 
powers  without  first  referring  the  matter  to  superior 
officials  at  Somerset  House? — Undoubtedly;  that  was 
my  proposition. 

12.610.  You  think  the  average  taxpayer  would  think 
that  Somerset  House  would  be  more  reluctant  to 
apply  them  than  the  local  official? — I think  so.  I 
certainly  think  that  would  be  a safeguard  and  there- 
fore a help  in  that  direction. 
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12.611.  What  is  the  present  position  if  the  Revenue 
are  examining  a return  or  accounts,  and  they  are  dis- 
satisfied with  them  on  general  grounds  but  cannot 
point  to  any  particular  thing;  are  they  not  more  or 
less  in  the  hands  of  the  Additional  Commissioners  as 
to  whether  they  will  consent  to  make  an  additional 
assessment? — That  is  so,  unquestionably.  The  Addi- 
tional Commissioners  very  often  say,  “ no,  there  Is 
not  sufficient  evidence  to  justify  us  in  thinking  this 
return  is  not  satisfactory  ” ; and  they  refuse  the 
increase. 

12.612.  Have  you  known  cases  where  the  Additional 
Commissioners  have  taken  that  line  for  years,  and 
where  ultimately  by  some  means  or  other  the  accounts 
hqve  been  obtained  and  they  have  been  found  to 
reveal  considerable  sums? — Yes,  a number  of  cases. 
I remember  a case  when  I was  in  the  City  of  London, 
where  the  Additional  Commissioners  said,  “ we  are 
perfectly  certain  that  there  is  no  person  carrying  on 
business  in  England  in  this  line  who  is  making  more 
than  £6,000  a year.”  I had  good  reason  for  my  re- 
quest, and  I wanted  them  to  make  an  assessment  in 
the  sum  of  £10,000.  They  demurred,  but  ultimately 
they  said  they  would  make  it  £8,000.  Fortunately, 
before  the  assessment  was  completed,  I succeeded  in 
getting  the  accounts,  and  I was  able  to  go  back  to  the 
Additional  Commissioners  and  show  them  that  the 
true  profit  was  £14,000,  although  they  had  been 
perfectly  certain  there  was  nobody  making  more  than 
£6,000. 

12.613.  Is  it  the  fact,  then,  that  except  for  what  the 
official  may  do  on  his  own  initiative  by  tact  and  care- 
ful address  to  the  subject,  if  the  taxpayer  is  deter- 
mined not  to  give  him  any  assistance  the  official  is 
really  dependent  upon  the  goodwill  and  assistance  of 
gentlemen  who  are  the  Additional  Commissioners,  and 
who  are  purely  local  in  their  interests? — That  is  so, 
and . in  numbers  of  cases  it  has  been  a very  great 
handicap.  I know  one  district  in  particular  where 
there  is  one  Additional  Commissioner  who  will  not 
make  any  increases  if  he  can  possibly  help  it.  Of 
course,  that  is  not  the  rule.  As  a rule  the  Additional 
Commissioners  are  very  helpful,  but  there  certainly 
are  cases  where  they  are  the  converse. 

12.614.  Would  you  suggest  that  sometimes  it  may 
be  lack  of  courage  on  their  part,  or  the  desire  not  to 
disturb  some  local  interests  ? — Yery  often  it  is  a desire 
not  to  make  themselves  disagreeable,  and  sometimes 
it  is  an  excessive  friendly  feeling,  but  more  often 
than  not,  I think,  it  is  ignorance,  and  they  look  upon 
it  as  their  duty  not  to  increase  an  assessment  unless 
they  have  got  some  material  information  before  them. 

12.615.  The  taxpayer  has  an  option,  has  he  not,  as 
to  whether  he  is  assessed  by  the  Additional  Commis- 
sioners for  the  district,  local  gentlemen,  or  by  the 
Special  Commissioners  in  London? — Certainly. 

12.616.  Do  you  think  it  would  be  of  any  assistance 
if  the  Crown  as  represented  by  the  Inspector  or  the 
Surveyor  had  the  same  option,  and  in  such  a case  as 
that  could  refer  the  matter  to  be  assessed  by  the 
Special  Commissioners? — It  would  be  very  helpful  if 
it  were  feasible,  but  I cannot  quite  conceive  that  it 
would  be  practicable;  if  it  were  it  certainly  would 
be  very  helpful. 

12.617.  Still  dealing  with  the  question  of  the  Dis- 
trict Commissioners,  but  coming  now  to  a point  where 
some  kind  of  fraud  or  irregularity  has  been  dis- 
covered, would  you  say  that  the  District  Commis- 
sioners would  be  less  or  more  ready  to  impose 
penalties  than  persons  independent  of  the  neighbour- 
hood?— I should  think  about  half  and  half.  Half 
would  be  equally  or  more  ready,  and  half  would  be 
less  ready.  You  would  get  inequality  of  administra- 
tion of  justice. 

12.618.  Great  inequality.  You  think  you  would  get 
local  feeling  entering  in  to  a greater  extent? — I have 
known  cases  where  the  local  feeling  has  gone  very  hot 
against  the  taxpayer,  and  he  has  had  to  pay  for  it; 
in  other  cases  it  has  been  the  other  way  about,  and  he 
has  been  let  off  with  a nominal  fine. 

12.619.  Have  you  had  any  reason  to  suppose  that 
any  political  feeling  was  behind  it  if  the  Commis- 
sioners were  of  one  complexion? — No,  I cannot  say 
that  I see  much  of  that  as  regards  penalties,  but  I 
have  seen  it  sometimes  as  regards  making  assessments 
or  hearing  appeals;  but  I do  not  think  that  is  very 
common. 
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12.620.  You  have  no  definite  feeling  that  the 
revenue  is  suffering  in . the  matter  of  penalties  by 
being  dealt  with  by  people  who  are  concerned  in  the 
neighbourhood?— The  great  bulk  of  the  penalties  are 
settled  by  compromise,  and  are  not  taken  formally 
before  the  Commissioners.  It  is  only  in  exceptional 
cases,  where  it  is  possible  that  there  may  be  some  good 
purpose  to  be  served,  that  an  information  is  laid  and 
a prosecution  is  taken  before  the  Commissioners. 

12.621.  Do  you  not  think  that  possibly  the  .Revenue 
may  do  better  in  that  way  than  if  they  allowed 

every  case  to  go  to  the  District  Commissioners? Do 

better  by  compromise?  Unquestionably  they  do 
better. 

12.622.  That  is  to  say,  if  they  had  not  that  prac- 
tice of  dealing  with  the  taxpayer  direct  and  settling 
the  matter,  as  it  were,  out  of  court,  they  would  be 
far  worse  off  by  allowing  the  law  to  take  its  ordinary 
course  and  going  to  the  Commissioners? — Very  much 
so,  because  by  concentrating  these  cases  in  the  hands 
of  one  or  two  officials  at  Somerset  House  justice  is 
administered  on  a definite  line,  and  with  due  regard 
paid  in  every  case  to  the  offence,  the  result  of  the 
offence,  and  the  means  of  the  offender.  For  instance 
I have  had  cases  where  although  the  amount  of  duty 
lost  was  not  very  great,  stiff  the  offence  was  so  very 
clear  and  gross  that  a big  penalty  was  called  for. 
It  is  always  the  practice  to  say:  “What  burden 
ought  the  back  to  bear;  what  is  the  nature  of  the 
effence ; how  long  has  it  been  continued ; is  the 
offender  repentant”?  When  all  those  factors  are 
taken  into  account  you  get  true  justice  administered 
better  than  you  could  get  it  if  the  cases  were  taken 
to  a multifarious  number  of  courts. 

12.623.  Does  it  come  to  this,  that  generally  speak- 
ing there  are  a great  many  things  in  the  present 
income  lax  Acts  which  are  set  out  for  certain  formal 
procedure,  but  things  are  only  as  satisfactory  as  they 
are  by  that  procedure  being  short-circuited  and  being 
rendered  to  some  extent  a dead  letter?— That  is  so 

12.624.  And  in  the  matter  of  penalties  and  fraud 
generally,  things  are  only  as  satisfactory  as  they  are 
by  the  provisions  of  the  Act'  being  rendered  as  far  as 
possible  inoperative?— I do  not  know  that  I can 
altogether  agree  with  that.  The  provisions  are  there. 

12.625.  They  are  there  for  resort  to  if  necessary? 

Ihe  provisions  are  there,  and  the  penalties  are  in- 
curred, and  all  that  happens  is  that  the  taxpayer  is 
given  an  opportunity,  if  he  wishes,  to  confess  his 
fault,  and  to  offer  restitution  and  penalty.  If  he 
elects  to  do  that,  and  the  result  is  satisfactory,  all 
that  he  escapes  is  having  to  go  before  a body  of  Com- 
missioners who  hear  his  case  in  private,  and  it  goes 
no  further.  On  the  other  hand,  the  Revenue  are 
saved,  I may  say,  a material  expenditure  of  money 
in  the  time  of  their  officials,  which  would  be  virtually 
wasted  by  a prosecution  before  the  Commissioners. 

• These  cases  are  frequently  brought  to  a head  in  half 
an  hour,  whereas  it  might  take  one  or  two  days  to 
argue  the  case  out  before  the  Commissioners.  I have 
been  through  both  processes,  and  I know  what  the 
latter  process  means,  and  I know  how  very  wearing 
it  is;  and  the  result,  as  often  as  not,  is  not  nearly  as 
satisfactory  as  it  would  have  been  if  the  case  had 
been  thrashed  out  in  Somerset  House. 

12.626.  Then  it  is  in  the  interests  of  mercy  and  in 
the  interests  of  justice  and  in  the  interests  of  the 
Revenue  that'  as  far  as  possible  these  cases  should  not 
go  to  the  Local  Commissioners? — Undoubtedly  it  is; 

I feel  very  strongly  on  that  point. 

12.627.  Coming  now  to  the  question  of  particular 
fraud,  certain  questions  have  been  put  to  you  about 
under-valuation  of  stock.  You  take  the  view  that 
the  prudential  reserve  created  by  writing  down  from 
cost  to  market  value  if  lower  is  not  justified  in  strict 
principle,  but  is  justified  by  universal  long  practice? 

-Yes,  I do. 

12.628.  The  practice  of  writing  it  down  lower  than 
that,  creating  a stiff  further  reserve,  was  not  a matter 
of  great  concern  to  the  Revenue  when  the  rates  of 
Income  Tax  were  low  and  prices  did  not  fluctuate 
much? — That  is  so,  but  I might  say  that  a big  tax- 
payer once  said  to  me:  “ If  you  are  so  inquisitive  I 
can  do  you;  I can  write  my  stock  down.”  I said, 

“ you  can  write  it  down  for  two  or  three  years,  but 
you  cannot  keep  on  writing  it  down,  and  some  day  it 
has  got  to  go  up  again.” 


12.629.  And  you  agree  that  the  matter  has  only 
become  acute  by  reason  of  the  rise  of  rates  during 
the  war  and  the  very  rapid  rise  of  prices? — That  is 
so. 

12.630.  But  it  would  be  wrong  to  say  that  the 
Revenue  had  never  taken  any  interest  in  the  subject 
before  ? — Certainly. 

12.631.  Would  you  refer  to  the  large  reserves  which 
were  made  in  the  cotton  boom  in  1907? — Yes,  I re- 
member them;  it  had  slipped  my  memory.  Very  con- 
siderable amounts  of  duty  were  recovered  owing  to 
that  very  point. 

12.632.  Would  you  say  that,  if  you  had  to  rely  on 
pure  law  in  the  matter  of  what  is  correct  for  stocks 
in  relation  to  profits,  the  law  is  at  any  rate  uncertain, 
if  not  entirely  silent? — It  is  uncertain  owing  to  the 
peculiar  dicta  by  the  judges  in  various  cases;  but  if 
the  case  were  specifically  dealt  with  on  its  merits,  in 
nvy  opinion  there  could  only  be  one  legal  result,  and 
that  is  to  ascertain  what  loss  or  what  profit  had  in 
fact  been  realized  at  the  date  of  the  stocktaking. 

12.633.  Are  there  not  very  important  judicial  dicta 
which  have  held  that  not  abstract  principle  but 
general  commercial  practice  is  the  most  influential 
feature  in  understanding  what  profits  are? — Yes, 
that  peculiarity  has  arisen. 

12.634.  Therefore  it  is  very  difficult  to  pin  a parti- 
cular method  of  writing  stock  down  as  fraud  if  it 
could  be  justified  on  general  grounds?— Yes,  but  that 
would  not  say  it  was  a common  or  legitimate  com- 
mercial principle  for  everybody  to  write  his  stock 
down  below  both  cost  and  market  price. 

12.635.  Taking  the  so-called  base  stock  in  a base 
stock  trade,  if  they  could  show  it  had  been  done  uni- 
versally in  their  trade  it  would  be  very  difficult  under 
the  present  law  to  say  it  was  fraudulent  at  any  rate? 
— Yes,  I do  not  think  you  could  say  it  was  fraudulent, 
because  there  are  certain  arguments  upon  which  it 
can  be  justified. 

12.636.  Would  it  not  therefore  be  very  much  better 
in  any  legislation  dealing  with  the  matter  if  this 
question  were  made  very  much  more  specific  and 
cleared  up? — Yes,  I think  so. 

12.637.  Chairman:  How,  Dr.  Stamp? 

12.638.  Dr.  Stamp:  By  indicating  either  that  the 
stock  should  be  taken  in  a certain  way  by  reference 
to  market'  value  if  lower  than  cost ; or  that,  if  a base 
stock  method  were  universal  in  a trade,  that  should 
be  accepted;  at  any  rate,  whatever  it  did  decide, 
making  it  perfectly  specific  and  not  leaving  it  open 
to  grave  question. 

12.639.  Chairman:  But  in  war  time  when  the 
values  rush  up  and  down  is  it  not  very  difficult? 

12.640.  Dr.  Stamp:  The  difficulty  of  it'  is  so  great 
that  it  was  the  subject  of  a special  Commission  which 
was  appointed  by  the  Minister  of  Reconstruction  to 
consider  the  matter. 

12.641.  Mr.  Pretyman:  It  could  not  apply  to  agri- 
culture. 

12.642.  Dr.  Stamp:  I would  not  say  it  could  not, 
but  it  would  be  very  difficult. 

12.643.  Mr.  Marks : Is  it  not  the  fact  that  banks 
and  investment  companies  and  other  dealers  in  money 
are  not  allowed  to  bring  into  account  either  appre- 
ciation or  depreciation  unless  it  is  realized?- — Dealers 
in  money,  if  they  consistently  write  up  and  write 
down  are  allowed  to  do  that,  and  it  is  not  questioned, 
but  they  are  not  allowed  to  change  about  and  adopt 
one  principle  at  one  time  and  another  at  another ; 
moreover  they  are  not  allowed  to  write  up  deprecia- 
tion year  by  year,  and  then  when  there  is  apprecia- 
tion to  say,  “ we  are  not  going  to  give  you  the  appre- 
ciation.” 

12.644.  No,  but  is  that  a principle  which  is  also 
applied  to  Life  Assurance  companies  in  the  treatment 
of  their  investments,  that  is  to  say,  if  they  con- 
sistently write  up  and  down? — No,  it  has  been  decided 
in  the  Courts  that  the  sale  of  their  stocks  and  shares 
does  not  produce  a taxable  profit,  and  it  has  also 
been  decided  that  the  depreciation  of  any  investments 
they  may  have  is  not  a legitimate  deduction  in 
arriving  at  their  surplus. 

12.645.  Dr.  Stamp  : I am  not  at  all  on  the  question 
of  the  merits  of  this  at  the  moment;  I am  merely 
trying  to  see  whether  it  is  not  a fact  that  this  is 
a very  difficult  question,  about  which  there  may  be 


MINUTES  OF  EVIDENCE. 


629 


24  Sejitember,  1919.] 


Mr.  E.  Stanford  London. 


[Continued. 


many  honest  different  views,  and  therefore  before  you 
can  raise  any  question  of  fraud  in  relation  to  it  it 
is  essential  that  the  law  relating  to  it  should  be 
made  more  specific ; would  you  agree  with  that  view  P 

Yes.  There  are  many  cases  where  there  may  be 

a commercial  justification  for  the  action  taken,  but 
at  the  same  time  there  are  also  many  cases  where 
the  writing  down  of  stock  can  be  clearly  shown  to 
have  been  fraudulent,  with  no  justification,  either 
commercial  or  otherwise.  As  regards  base  stocks,  that 
is  a peculiar  proposition,  and  I agree,  as  you  ask 
the  question,  that  so  far  as  it  could  be  made  clear 
by  legislation  how  stocks  should  be  valued  it  would 
be  distinctly  advantageous,  but  it  is  a very  difficult 
proposition,  when  you  come  to  try  and  work  it  out, 
to  cover  all  the  different  points  that  would  arise. 

12.646.  Is  it  not  the  fact  that  there  was  a body  of 
accountants  that  advised  the  Government  that  a cer- 
tain line  of  action  with  regard  to  the  valuation  of 
stocks  was  the  proper  line,  and  that  their  advice  was 
repudiated  by  another  collection  of  professional  men 
who  said  that  it  was  wrong? — Yes,  that  it  so. 

12.647.  Would  it  not  be  impossible  to  base  any 
action  for  fraud  upon  anything  that  is  so  disputable? 
— That  is  so,  as  far  as  those  points  which  are  dis- 
putable are  concerned. 

12.648.  It  has  been  put  to  the  Commission,  I think, 
by  some  witnesses  that  the  Revenue  ought  not  to  have 
any  power  to  make  any  inquiry  whatever,  but  they 
ought  to  be  almost  prohibited  from  making  an 
inquiry  where  accounts  of  a trader  have  been  certified 
by  a professional  accountant ; would  you  dissent 
entirely  from  that? — Certainly,  because  that  would 
have  the  effect  of  constituting  the  accountants  the 
Commissioners  of  the  district,  and  the  persons 
authorized  to  determine  what  is  the  legal  liability; 
it  is  unthinkable. 

12.649.  It  is  suggested  by  the  witnesses  that  to  go 
into  those  accounts  is  a challenge  to  the  professional 
competency  of  the  accountant,  or  to  his  honesty ; one 
or  the  other? — Not  in  the  slightest.  No  such  thought 
ever  enters  into  the  minds  of  the  Revenue  officials. 
No  one  is  infallible.  I should  be  very  sorry  to  say 
that  I understand  all  the  principles  of  the  Income 
Tax,  or  all  the  principles  of  a trader’s  accounts, 
although  I think  I know  as  much  about  accounts  as 
most  people.  The  whole  point  is  that  an  accountant 
if  he  serves  his  life  at  accounts  cannot  learn  every- 
thing relating  to  Income  Tax.  All  accountants,  more- 
over, are  not  infallible,  nor  above  suspicion,  and  the 
principle  I have  always  adopted  has  been  that  it  is 
not  my  duty  to  be  a respecter  of  persons.  That  is 
the  only  sound  principle,  and  it  is  the  best  answer 
I can  give  to  the  suggestion  that  the  accountants 
should  be  allowed  to  say  that  it  should  be  obligatory 
to  accept  the  certificate  of  an  accountant  as  fixing 
the  liability,  because  he  happens  to  be  a qualified 
accountant,  however  sound  on  theory  he  may  be. 

12.650.  It  has  been  put  to  the  Commission  that 
there  is  very  great  loss  of  revenue  owing  to  small 
traders  not  being  compelled  to  keep  accounts.  Having 
regard  to  the  system  of  estimated  assessments  remain- 
ing fairly  constant  year  in  and  year  out,  do  you 
think  that  there  is  a great  loss  of  revenue  from  that, 
apart  from  the  present  war  profits  ? — Yes,  I should 
say  the  loss  of  revenue  from  small  traders  is  really 
material.  It  is  perhaps  not  comparatively  material, 
but  in  the  aggregate  it  is  a material  amount; 
'it  is  very  difficult  to  arrive  at  their  true  liability. 

12.651.  Is  it  not  the  fact  that  many  of  the  assess- 
ments come  down  directly  they  are  touched? — It  is 
so,  not  always  because  they  ought  to  come  down. 

12.652.  On  the  question  of  the  number  of  people  who 
produce  accounts  with  fair  regularity,  would  it  not 
be  fair  to  say  that  in  an  average  provincial  district 
a Surveyor  or  Inspector  would  not  feel  particularly 
comfortable  with  his  books  unless  he  had  got  accounts 
from  everybody  assessed  at,  say,  over  £700  or  £800? 
— Yes.  All  the  district  Inspectors  endeavour  to  get 
accounts  to  that  extent. 

12.653.  And  then  every  few  years  there  would  be, 
with  regard  to  those  lower  than  that,  some  sort  of 


appeal  or  investigation? — Well,  a certain  proportion 
of  them.  There  is  always  a considerable  number  who 
are  practically  not  worth  what  you  call  investigating. 

12.654.  There  is  a considerable  number  that  do  not 
keep  satisfactory  books  and  accounts  at  all? — That 
is  so. 

12.655.  Then  there  is  a number  who  keep  satis- 
factory books  and  accounts? — Yes. 

12.656.  But  do  not  render  them  to  the  Revenue 
at  all? — That  is  right. 

12.657.  Is  there  a very  large  gap  between  the  two 
sections? — Do  you  mean  a large  proportion? 

12.658.  Is  there  a very  large  scope  for  the  Revenue 
to  get  by  their  present  methods  an  extension  of  these 
regular  accounts  in  satisfactory  cases? — Yes,  there  is 
a material  number  of  cases,  certainly,  where  accounts 
could  be  obtained  which  are  not  obtained  at  the 
present  time. 

12.659.  But  which  could  be  obtained,  I take  it,  by 
present  powers  if  the  staff  were  adequate? — Yes. 

12.660.  Is  it  among  your  suggestions  that  traders 
should  be  in  any  sense  compelled  to  keep  books? — 
No,  I am  afraid  that  is  quite  impracticable.  It  would 
be  a penalty  on  small  people  who  are  not  earning 
sufficient  to  make  it  worth  while ; in  fact  if  you  had 
a statutory  provision  that  they  should  keep  books 
they  simply  could  not  do  it. 

12.661.  They  might  keep  them,  but  I take  it  they 
would  not  be  satisfactory? — I go  even  further.  I 
say  in  many  cases  they  could  not  do  it. 

12.662.  Chairman:  Does  that  same  class  pay  In- 
come Tax? — Oh,  yes. 

12.663.  Dr.  Stamp : The  fact  remains,  I take  it, 
you  would  agree  with  me  that  10  minutes’  conversa- 
tion with  the  Surveyor,  with  their  bills  and  a few 
general  questions  about  their  turnover,  would  place 
the  Revenue  in  a better  position  to  know  what  they 
were  making  for  Revenue  purposes  than  they  them- 
selves could  ever  find  out? — Yes,  I have  known  men 
making  a thousand  pounds  a year,  and  over,  who 
could  not  read  or  write,  but  they  always  knew  what 
they  were  doing  perhaps  better  than  men  who  kept 
books. 

12.664.  Oome  now  to  the  questions  which  were  put 
to  you  earlier  about  bankers  and  deposit  interest, 
and  the  reluctance  of  bankers  to  render  returns  or 
to  allow  investigation.  Is  it  within  your  official 
knowledge  that  the  banks  have  ever  been  approached 
tentatively  in  the  matter  as  to  whether  they  would 
do  it? — I cannot  remember. 

12.665.  Is  it  not  the  fact  that  the  average  person 
of  the  poorer  classes,  or  the  lower  middle  classes, 
putting  his  deposits  into  a savings  bank,  we  will 
say,  has  those  facts  about  him  revealed  by  the  bank 
in  a list  to  the  Revenue? — Yes,  the  savings  banks 
are  required  by  statutory  provision  to  make  a return 
of  all  annual  interest  in  excess  of  £5  per  annum. 

12.666.  These  peculiar  feelings  of  delicacy  and 
sympathy  only  arise  in  the  case  of  the  larger  clients 
of  the  other  banks? — It  is  probable  that  one  reason 
may  be  the  trouble  involved ; I should  not  be  surprised 
if  that  goes  a long  way. 

12.667.  Can  you  tell  us  why  the  banks  do  not 
deduct  tax  from  this  interest? — Because  they  will 
not,  and  nobody  has  taken  the  trouble  to  compel 
them. 

12.668.  There  is  supposed  to  be  a certain  ground 
in  law  why  they  should  not? — It  is  supposed  to  be 
non-annual  interest. 

12.669.  Suppose  this  alternative  were  put  to  the 
banks : we  have  reason  to  suppose  that  there  is  a 
considerable  loss  to  the  Revenue  from  the  present 
position ; we  put  it  to  you  as  an  alternative,  either 
you  give  us  the  same  returns  as  your  poorer  colleagues 
the  savings  banks  do,-  or  you  deduct  the  tax — which 
do  you  think  they  would  accept? — They  would  give 
us  the  returns,  I should  say. 

12.670.  Do  you  know  of  any  reason  why  they  should 
not  be  given  those  alternatives? — Not  the  slightest, 
as  far  as  I can  see.  I do  not  see  why  they  should  be 
let  off. 

12.671.  Is  it  not  an  anomalous  or  accidental  state 
of  the  law  that  puts  bank  deposit  interest  in  this 
peculiar  position? — Yes,  I think  it  is. 
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12.672.  And  there  is  really  no  ground  for  this  senti- 
mental feeling  of  confidential  relations  standing  in 
the  way  of  reform  ? — I,  personally,  do  not  think  there 
would  be  a.ny  very  great  opposition  on  the  part  of 
the  banks  if  they  were  required  to  do  it. 

12.673.  You  would  agree  that  to  make  it  legal  for 
them  to  deduct  tax  would  throw  a lot  of  work  on 
everybody  in  the  matter  of  repayment? — Yes;  I would 
not  recommend  that. 

12.674.  Therefore,  if  that  were  put  to  them  as  an 
alternative,  they  would  probably  find  it  quite  a satis- 
factory method  to  send  in  a return? — Yes,  certainly; 
and  it  might  be  coupled  with  a provision  that  they 
need  not  return  any  sum  below  a certain  amount. 

12.675.  Yes,  in  the  same  way  as  the  savings  banks 
do  not  return  less  than  £5? — Yes. 

12.676.  Coming  now  to  the  question  of  the  amount 
of  the  loss  or  the  potentialities  of  recovery  of  duty 
by  the  powers  that  are  sought,  the  Appendix  to  your 
evidenoe-in-chief  has  been  referred  to  and  the  lessons 
that  it  conveys;  would  you  say  that  one  might  arrive 
at  some  sort  of  approximate  figure  of  possible  evasion 
by  taking  the  total  revenue  assessed  under  Schedule 
D.  and  deducting  therefrom  the  known  assessments 
on  the  large  public  companies?  That  would  be  the 
first  deduction.  You  would  not  think  there  would 
be  much  fraud  in  regard  to  those  very  large  assess- 
ments on  the  great  companies? — No,  I do  not  think 
there  would. 

12.677.  That  would  reduce  the  area  of  possible 
fraud  down  to  somewhere  in  the  neighbourhood  of 
£300,000,000? — That  is  right. 

12.678.  You  could  make  a further  substantial 
deduction  from  that  for  the  considerable  number  of 
reliable  accounts? — Yes. 

12.679.  So  that  one  is  then  led  to  some  figure 
lower  than  £300,000,000  as  being  the  figure  upon 
which  a certain  hypothetical  percentage  has  to  be 

12.680.  It  has  been  put  to  this  Commission  by  one 
witness  that  the  amount  of  income  that  was  not 
assessed  before  the  war  was  £70,000,000;  dt  is  pro- 
bably now  very  much  more  than  £100,000,000,  accord- 
ing to  the  same  witness;  but,  taking  the  figure  of 
£70,000,000  before  the  war,  would  you  regard  that 
as  grossly  exaggerated? — Perhaps  not. 

12.681.  Not  in  view  of  the  fact  that  your  present 
figure,  even  with  the  war  in  it,  is  only  £30,000,000? 
— Yes.  £70,000,000  would  be  very  much  out  of  the 
way — very  extravagant. 

12.682.  And  the  true  figure  would  probably  not  be 
very  much  more  than  £15,000,000  before  the  war, 
if  the  present  figure  is  £30,000,000? — Yes,  I think 
that  would  be  pretty  fair. 

12.683.  And  that  figure  would  be  supported  by  this 
test  examination  of  the  year  1913  on  your  Appendix  ? 
— Yes. 

12.684.  Mr.  Bowerman:  Leaving  chartered  ac- 

countants out  of  the  question,  may  we  take  it  from 
an  answer  you  gave  recently  that  every  taxpayer  is 
suspect,  so  far  as  you  are  concerned? — No,  I do  not 
think  that  every  taxpayer  is  suspect,  but  I would 
not  give  a certificate  that  any  taxpayer  was  innocent. 

I think  there  is  a very  great  distinction  there.  I do 
not  say  to  a man,  “ I believe  you  are  defrauding 
the  Revenue,”  if  he  comes  to  me.  I say  to  him,  “ I 
ought  to  verify  this  return.”  If  he  says,  “ Oh,  but 
you  do  not  suppose  I am  defrauding  the  Revenue?” 

I say,  “ Of  course,  I do  not  suspect  anything  of  the 
sort,  but  that  is  no  reason  why  I should  not  see  that 
your  return  is  correct.  I need  not  suspect  you,  but 
still,  I want  to  see  that  the  return  is  correct.” 

12.685.  In  your  statement  you  have  paid  a very 
high  tribute  to  the  honesty  and  integrity  of  the 
British  taxpayer? — Yes.  I think  the  fact  that  he 
can  find  £600,000,000  of  revenue  shows  that. 

12.686.  Have  you  had  any  opportunity  of  comparing 
notes  with  the  Revenue  officials  of' other  countries  in 
which  Income  Tax  is  payable? — No,  I have  not.  I 
have  heard  a good  deal  about  other  systems ; for  in- 
stance, America.  I find  that  the  officials  over  there 
do  not  speak  very  enthusiastically  of  the  integrity  of 
their  taxpayers. 

12.687.  I was  going  to  ask  you  whether  the  regula- 
tions prevailing  there  are  more  stringent  than  in  this 


country ; but,  of  course,  if  you  have  not  had  an  oppor- 
tunity of  studying  them  1 will  not  ask  it?— I may 
mention  one  point,  that  they  have  power  to  make 
additional  assessments  for  five  years  in  cases  where 
fraud  is  not  proved,  and  they  have  power  to  recover 
unassessed  tax  for  an  unlimited  period,  which  is  much 
more  stringent  than  our  powers. 

l!2,688.  Mr.  Fretyman:  Where  there  is  fraud?— 
Yes,  where  there  is  fraud,  an  unlimited  period. 

12.689.  Mr.  Bowerman:  Have  you  considered  the 
additional  staff  you  would  require  if  your  suggestions 
were  acted  upon? — No.  The  question  has  been  raised 
at  Somerset  House,  and  will  be  considered ; but  I am 
not  in  a position  to  express  any  opinion  at  the  present 
moment. 

12.690.  Mrs.  Knowles:  You  imply  that  all  this  is 
found  out  by  the  acuteness  of  Surveyors ; do  you  not 
have  any  informers? — I did  not  know  that  I implied 
that.  Certainly  information  comes  from  all  sources, 
and  very  often  it  is  brought  to  us  in  a private  way ; 
very  often  something  transpires  from  anonymous 
informers. 

12.691.  Do  you  reward  informers? — Moderately 

slightly,  sometimes,  if  the  circumstances  really  justify 
it  and  if  the  result  has  been  material. 

12.692.  Have  you  any  system  of  rewarding  in- 
formers and  of  letting  people  know  that  there  is  a 
reward  for  informers? — No,  I think  there  is  no 
definite  system.  Each  case  has  to  be  considered  on  its 
merits. 

12.693.  You  give  a gratuity,  is  that  it?— Call  it  a 
gratuity  or  a present  or  remuneration  for  services 
rendered. 

12.694.  Mr.  Mackinder:  Out  of  what  funds  does 
that  remuneration  come? — I suppose  it  is  charged 
against  the  Inland  Revenue  vote. 

12.695.  Mr.  McLintock : They  do  not  pay  ac- 
countants. 

12.696.  Mr.  Bowerman : Is  there  any  legal  sanction 
for  a payment  of  that  kind  to  an  informer? — Yes,  it 
is  in  the  Inland  Revenue  Regulation  Act. 

12.697.  Mrs.  Knowles:  Have  you  found  more 

evasion  amongst  foreign  firms  in  London  than 
amongst  English  firms?— I think  I may  say  that  the 
Germans  come  an  easy  first. 

12.698.  Have  you  found  any  evasion  in  this  form, 
that  people  are  keeping  large  sums  in  currency  notes, 
paying  cash  and  not  putting  it  through  the  banks;  I 
do  not  see  how  you  could  trace  it,  and  I wondered  if 
that  was  common? — I would  like  to  give  you  one  in- 
stance. We  had  reason  to  believe  that  a certain  tax- 
payer had  made  a very  big  sum  of  money.  His 
solicitor  said  that  before  he  commenced  business  he 
had  a very  big  hoard  in  Bank  of  England  notes  which 
he  kept  in  a box  under  his  bed,  and  when  I traced 
considerable  sums  paid  into  the  bank  and  asked, 
“where  did  this  come  from?”  he  said,  “Oh,  out  of 
the  hoard.”  I said  “ in  what  form  were  they  paid?  ” 
He  said,  “we  do  not  know,  and  the  bank  cannot  tell 
us.”  I said  “ very  well,  we  will  go  to  the  hank  and 
ascertain  ” ; and  it  was  found  that  those  big  sums 
stated  to  he  paid  in  out  of  the  hoard  were,  as  a 
matter  of  fact,  deposited  in  currency  notes. 

12.699.  Have  you  any  reason  to  believe  that  this 
is  a very  prevalent  form  of  evasion  by  keeping  large 
sums  in  currency  notes,  up  to  thousands,  which  are 
never  entered  in  the  books  and  never  go  into  the 
banks? — It  is  impossible  to  say,  and  I should  very 
much  like  to  know  how  it  is  going  to  he  discovered. 
Someone  told  me  yesterday  that  a lady  had  kept  her 
husband  for  a long  time  out  of  money  she  had  earned 
as  a music  teacher,  but  she  had  kept  it,  she  said,  in 
her  pocket. 

12.700.  Dr.  Stamp:  Maj  I read  section  32  of  the 
Inland  Revenue  Regulation  Act  of  1890  upon  the 
point  of  payment  to  informers?  “The  Commis- 
sioners may  at  their  discretion  reward  any  person 
who  informs  them  of  any  offence  against  any  Act 
relating  to  inland  revenue  or  assists  in  the  recovery 
of  any  fine  or  penalty,  provided  that  a reward  ex- 
ceeding fifty  pounds  shall  not  be  paid  in  any  case 
without  the  consent  of  the  Treasury.”  Then  section 
34,  as  to  the  method  of  charge:  “All  costs,  charges, 
and  expenses  payable  by  the  Commissioners  in  respect 
of  proceedings  for  the  recovery  of  any  fine,  penalty, 
or  forfeiture  incurred  under  any  Act  relating  to 
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inland  revenue,  and  all  sums  of  money  allowed  as 
rewards,  shall  be  deemed  to  be  charges  of  collection 
and  management.” 

12.701.  Mr.  Mackinder:  Might  I ask  with  reference 
to  that  if  the  same  person  has,  in  your  experience,  re- 
ceived rewards  frequently?  Have  you  got  certain 
people  making  a practice  of  informing? — No,  I have 
never  come  across  a case  of  the  kind.  I do  not  think 
I can  recall  any  case  where  the  same  person  has  had 
more  than  one  reward. 

12.702.  Mrs.  Knowles:  Then  I understand  you  con- 
sider it  better  for  Somerset  House  to  assess  the  penal- 
ties rather  than  the  local  people,  because  you  get 
more? — No,  I do  not  suggest  that  of  necessity,  but 
because  you  get  more  even  justice. 

12.703.  Who  is  to  decide  that — you? — Somerset 
House  decides  it.  I only  act  on  behalf  of  the  Board. 
They  decide  whether  a penalty  is  to  be  accepted  or 
not. 

12.704.  What  qualification  has  the  Board  to  assume 
the  function  of  judges,  and  presumably  administer 
more  even  justice? — It  falls  within  the  powers  given 
to  them  by  Act  of  Parliament  to  administer  the  In- 
come Tax,  and  also  to  compound  penalties  if  they  so 
desire ; that  is  section  35  of  the  Inland  Revenue  Regu- 
lation Act. 

12.705.  You  consider  that  officials  not  trained  in 
the  law,  but  trained  in  Income  Tax  administration, 
are  more  suitable  than  lawyers  or  legal  people? — May 
I say  I think  I am  justified  in  saying  that  the 
Revenue  officials  are  trained  in  Income  Tax  law, 
accountancy,  and  practically  everything  that  applies 
to  a man  of  the  world. 

12.706.  But  not  the  law  of  evidence  or  the 
practice  of  administering  justice? — I beg  your 
pardon,  they  have  to  be  well  up  in  the  law  of  evi- 
dence because  we  are  constantly  taking  appeals 
before  the  Commissioners,  and  also  prosecutions,  so 
that  if  we  do  not  know  the  law  of  evidence  we  are 
not  of  much  use. 

12.707.  Personally  it  seems  to  me  a very  dangerous 
thing  to  place  in  the  hands  of  Government  officials 
the  right  to  assess  penalties  without  an  appeal  when 
according  to  your  own  showing  they  would  possibly 
have  got  less  in  certain  cases  if  they  had  worked 
locally? — I do  not  think  it  should  be  put  in  that 
way.  No  taxpayer  is  required  to  pay  a penalty.  If 
he  pays  a penalty  he  does  it  of  his  own  wish  and  his 
own  will  and  his  money  is  accepted  as  an  act  of 
grace.  There  is  no  necessity  for  him  to  agree  to  a 
compromise.  We  cannot  say  to  a taxpayer : “ You 
have  got  to  do  this,  that  and  the  other.”  The  tax- 
payer has  only  to  ask  that  the  case  may  be  dealt 
with  by  the  legal  process  of  law,  and  he  has  got  that 
right;  therefore  if  he  chooses  not  to  claim  that 
right,  that  is  to  say,  of  being  tried  by  his  peers,  that 
is  his  own  look-out. 

12.708.  I understood,  from  a question  put  to  you  by 
Dr.  Stamp,  that  you  said  you  could  only  work  the 
system  by  not  administering  the  law,  by  short-circuit- 
ing it  and  taking  it  into  your  own  hands ; was  not  that 
the  gist  of  it? — I rather  took  exception  to  that,  if 
you  remember,  as  not  quite  in  my  view  representing 
the  real  position ; that  is  to  say,  instead  of  carrying 
out  the  law  in  one  form  by  instituting  prosecutions, 
we  are  carrying  out  the  law  in  another  form  by 
accepting  compromised  penalties,  which  is  specifically 
provided  for  by  the  Statute. 

12.709.  Mr.  Mackinder:  Is  not  that  capable  of 
being  called  official  blackmail? — Not  as  long  as  it  is 
statutory. 

12.710.  Dr.  Stamp:  May  I read  the  sections  with 
regard  to  it?  1 may  say  that  my  question  summing 
up  the  cross-examination  was  this,  that  in  the  interests 
of  mercy  and  in  the  interests  of  justice  and  in  the 
interests  of  the  Revenue  it  was  better  that  the  cases 
should  be  dealt  with  as  they  now  are  than  that  they 
should  go  to  the  Local  Commissioners.  The  section 
is  section  35  of  the  Inland  Revenue  Regulation  Act, 
1890 : “ The  Commissioners  may  in  their  discretion 
mitigate  any  fine  or  penalty  incurred  under  this  Act 
or  any  other  Act  relating  to  inland  revenue,  or  stay 
or  compound  any  proceedings  for  recovery  thereof  or 
for  the  condemnation  of  any  seizure,  and  may  restore 
anything  seized,  and  may  also  after  judgment  further 
mitigate  or  entirely  remit  any  such  fine  or  penalty, 
and  order  any  person  imprisoned  for  any  offence 


against  inland  revenue  to  be  discharged  before  the 
term  of  his  imprisonment  has  expired.  The  Treasury 
may  mitigate  or  remit  any  such  fine  or  penalty  either 
before  or  after  judgment,  and  may  direct  anything 
seized  to  be  restored  to  the  proprietor  or  claimer 
thereof.” 

12.711.  Mr.  Bowerman : Can  it  be  said  to  be  an  act 
of  mercy  to  get  a greater  sum  out  of  a man  by  these 
means  than  if  he  was  taken  to  Court? — Do  you  put 
that  as  a question  ? 

12.712.  Chairman : Would  not  999  cases  out  of 
1,000  prefer  to  be  dealt  with  by  you  rather  than  go 
to  Court? — Unquestionably  they  would.  I think  there 
is  no  gentleman  here  present  who  would  not  prefer 
to  come  to  me. 

12.713.  Mr.  Mackinder : The  phrase  used  repeatedly 
in  that  Regulation  Act  is  “ mitigate  the  penalty.” 
Here,  as  I understand  it,  the  penalty  is  in  the  first 
instance  assessed.  Mitigate  implies  a lesser  penalty. 

12.714.  Mr.  Pretyman:  The  first  part  is  mitigate 
and  the  second  part  is  compound;  to  mitigate  is  one 
thing,  and  to  compound  is  another. 

12.715.  Mr.  Mackinder : My  point  is,  it  is  official 
blackmail? — May  I explain?  There  appears  to  be  a 
good  deal  of  interest  taken  in  this  point.  May  I show 
exactly  how  it  is  done?  The  taxpayer  is  given  an 
opportunity  of  explaining  his  case.  He  is  made 
acquainted  with  his  legal  position  and  what  the  penal- 
ties are.  As  a matter  of  fact,  I think  it  is  important 
to  mention  that  if  I am  seeing  a taxpayer  who  has 
committed  .an  offence,  I invariably  suggest  to  him  that 
he  should  bring  his  solicitor  with  him.  When  the 
taxpayer  knows  exactly  what  his  position  is,  then,  to 
put  it  in  simple  language,  he  is  invited,  one  may  say, 
to  sentence  himself ; that  is,  to  determine  what  in  his 
opinion  he  ought  to  do  to  purge  his  offence.  I may 
say  that  I have  had  a good  many  cases  where  it  has 
been  put  to  the  taxpayer  like  that,  and  the  taxpayer 
has  made  his  suggestion,  and  I have  said,  “ No,  it  is 
too  much.  We  will  not  allow  you  to  pay  so  much.” 
That  took  place  in  one  of  the  cases  on  the  list  that 
you  will  have  given  to  you.  They  said  they  ought 
to  pay  £30,000.  I said,  “ No,  I will  not  reoommend 
it.  £20,000  is  all  I am  going  to  recommend  should 
be  paid.”  So  you  may  take  it  from  me  that  we  are 
extremely  careful  to  see  that  no  man  is  frightened 
into  paying  more  than  what  would  be  a fair  and  just 
penalty. 

12.716.  Mr.  Bowei-man  : Is  not  the  alternative  prose- 
cution and  probable  imprisonment?  Is  it  not  a case 
of  studying  the  social  position  of  a person? 

12.717.  Chairman:  Will  you  put  that  question  to 
the  witness,  Mr.  Bowerman? 

12.718.  Mr.  Bowerman : I will.  (To  Witness ) : The 
alternative  to  your  method — and  when  I say  your 
method,  of  course  I am  not  speaking  of  your  personal 
method — is  prosecution  and  probable  imprisonment? — 
There  are  three  oourses  open  to  the  Board  of  Inland 
Revenue  in  a case  of  fraud;  one  is  a prosecution, 
what  I may  call  a criminal  prosecution  under  the 
Perjury  Act  or  for  conspiracy,  if  there  is  more  than 
one  culprit;  there  is  another,  what  I may  call  civil 
prosecution,  for  pecuniary  penalties;  the  third 
alternative  is  composition  of  penalties,  that  is,  to 
accept  a compromised  penalty.  The  taxpayer  has 
got  his  solicitor  to  defend  him,  and  the  solicitor  says 
to  his  client:  “ You  have  got  to  recognize  your  posi- 
tion. It  is  open  to  you  to  make  a statement  to  the 
Board  of  Inland  Revenue  and  ask  them  to  accept  a 
compromised  penalty.”  Tiiere  is  no  compulsion  on 
the  man,  and  he  is  specially  and  carefully  warned 
that  there  is  no  necessity  for  him  to  make  any  state- 
ment or  to  make  any  proposition.  Therefore,  if  be 
does  it,  he  does  it  entirely  on  his.  own  accord.  But  I 
consider  I should  be  the  worst  friend  of  the  taxpayer 
if  I allowed  him  to  leave  my  office  under  the  impres- 
sion that  he  had  incurred  no  penalties,  and  there  was 
nothing  up  against  him.  No  man  can  hope  to  decide 
what  he  ought  to  do  if  he  does  not  know  in  what  posi- 
tion he  is  placed. 

12.719.  By  this  method  do  not  you  allow  a person 
of  social  position  to  evade  that  which  a poorer  person 
might  not  be  able  to  evade,  namely,  imprisonment. 
No,  certainly  not.  We  are  no  respecter  of  persons, 
and  we  certainly  prefer  to  prosecute  a man  in  a good 
social  position  and  with  plenty  of  money  behind  him 
rather  than  some  poor  man  who  could  scarcely 
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defend  himself.  We  are  always  on  the  look-out  to 
get  the  people  that  you  are  half  suggesting  we  let  oil'. 

12.720.  Chairman : That  is  au  answer  to  your  ques- 
tion, Mr.  Bower  man,  that  as  far  as  they  are  concerned 
there  is  no  wrongdoing  towards  the  poor  man. 

12.721.  Mr.  Bowerman : Yes,  quite  so,  in  the  last 
words  of  the  witness? — We  are  very,  very  particular 
in  that  way  for  this  reason,  that  we  do  not  consider 
the  Revenue  will  profit  by  the  prosecution  of  a poor, 
insignificant  taxpayer  so  much  as  by  the  prosecution 
of  a more  substantial  person  in  a more  or  less  promi- 
nent position. 

12.722.  It  did  seem  rather  an  extraordinary  position 
to  create,  that  a man  of  wealth,  knowing  that  im- 
prisonment may  follow  prosecution,  should  have  given 
to  him  the  opportunity  of  getting  out  of  it  by  paying 
a sum  of  money  ? — If  the  case  is  really  a rank  bad  one 
lie  would  never  get  the  opportunity  of  making  an 
offer,  or  if  he  did  make  an  offer  he  would  get  no 
answer  to  it. 

12.723.  Would  you  just  go  a step  further  aim  say 
what  you  consider  a rank  bad  case? — There  have  been 
some  in  the  courts  recently.  There  was  a case  in 
Newcastle  a little  while  ago  where  three  culprits  went 
to  prison.  There  was  a case  at  Stratford  a few 
weeks  ago  where  a father  and  son  went  to  prison. 

12.724.  Very  well;  I will  not  follow  it  further? — 
They  were  cases  where  the  evidence  was  very  strong 
that  they  were  gross  and  deliberate  frauds  with  no 
extenuating  circumstances.  There  is  one  thing  I 
think  you  might  know,  that  mercy  is  extended  in 
almost  every  case  where  the  culprit  is  very  advanced 
in  years. 

12.725.  Mr.  Pretyman  : When  you  spoke  about  the 
valuation  of  stocks  you  were  not  considering  agricul- 
ture, I presume? — No,  that  is  a very  delicate  point. 

12.726.  You  understand  that  what  is  called  stock  in 
an  agricultural  valuation  includes  what  is  relatively 
machinery? — You  mean  ploughs  arid  so  forth? 

12.727.  No,  I do  not,  I mean  the  animals.  A flock 
of  sheep  or  a breeding  herd  of  cows  is  really  the 
machinery  of  production,  is  it  not;  it  is  not  sold? — 
To  a certain  extent  that  is  so,  because  it  is  simply 
used  for  the  breeding.  That  is  only  part-  of  it,  of 
course. 

12.728.  If  the  value  of  a breeding  herd  increased 
between  the  beginning  of  the  year  and  the  end  of  the 
year,  and  if  that  increase  had  to  be  included  in  the 
market  value — those  animals  would  never  be  sold — 
that  would  be  really  equivalent  to  asking  a manu- 
facturer to  increase  the  value  of  his  machinery 
because  the  market  value  of  new  machinery  had  been 
increased? — When  you  speak  of  the  value  of  the  herd 
are  you  including  in  that  the  offspring  of  the  result 
cf  the  year’s  breeding? 

12.729.  No,  of  course  not,  because  they  come  in  as 
a new  item? — They  come  in  as  the  stock  in  trade. 

12.730.  Not  necessarily,  all  of  them.  Some  of  them 
may  be  kept  to  replenish  the  herd,  and  others  may 
go  into  the  market?— So  far  as  they  added  to  the 
profits  I should  say  they  ought  to  be  added  to  the 
valuation. 

12.731.  Of  course  they  would  be;  I am  not  speaking 
of  numbers.  Numbers  of  course  must  be  added.  If 
a breeding  herd  increases  or  decreases  in  number  it 
would  be  reflected  in  the  valuation,  but  I was  not 
speaking  of  that;  I was  only  speaking  of  the  valua- 
tion of  the  particular  animals.  The  animals  are 
entered  at  a certain  value  per  head  in  the  valuation 
at  the  beginning  of  the  year,  and  the  practice  usually 
followed  is  to  maintain  that  figure  throughout  and 
to  keep  them  at  that  figure.  Then  if  any  of  those 
animals  are  sold  or  any  of  their  produce  is  sold  at  a 
higher  price  than  they  appear  in  ihe  valuation  at,  the 
Revenue  gets  the  advantage  in  the  difference  between 
the  figure  of  the  valuation  and  the  price  obtained? — 
I do  not  think  that  is  universal.  I think  breeders 
value  their  stock  at  the  end  of  each  year. 

12.732.  Alter  the  value? — Up  or  down. 

12.733.  And  show  that  as  a profit? — Or  a loss,  ac- 
cording to  whether  it  is  up  or  down. 

12.734.  That  practice  is  accepted,  provided  it  is 
continuously  maintained? — Yes.  When  dealing  with 
the  accounts  of  a breeder  like  that,  if  he  were  valuing 
some  of  the  animals  at  cost  and  writing  some  down 
I should  object.  I should  say,  no,  you  must  write 
up  and  down;  you  must  not  pick  and  choose. 


12.735.  But  as  long  as  he  keeps  them  all  at  the  one 
valuation? — At  the  cost;  but  that  is  not  very  effec- 
tive, because  if  you  buy  a young  animal  he  is  worth 
more  as  he  gets  older  up  to  a certain  point — if  you 
buy  a yearling  calf  and  keep  him. 

12.736.  Of  course,  you  increase  the  value  in  that 
way.  That  would  always  happen,  but  it  is  the  basis 
of  the  price  that  I mean.  There  is  a pre-war  basis 
of  price,  and  there  is  a war  basis  of  price  now.  The 
farmer  who  had  his  stock  on  a pre-war  basis  and  who 
has  maintained  his  valuation  of  stock,-  varying,  as  he 
did  pre-war,  for  increased  age  value,  and  also  for 
increased  numbers,  lie  enters  those  figures  on  the  new 
valuation  at  the  pre-war  value,  but  if  he  sells  at 
war  value  the  Revenue  get  it  in  the  difference? — 
So  far  as  they  were  pre-war  cattle  I should  not 
object  to  the  pre-war  value  being  continued,  but  if 
they  were  new  cattle  bought  at  very  enhanced  prices 
I should  object  to  those. 

12.737.  Quite  so.  If  they  are  bought  at  enhanced 
lirices  they  must  be  put  in  at  their  bought  value? — 
Yes. 

12.738.  When  you  were  speaking  of  audit  you 
seemed  to  be  strongly  of  opinion  that  it  would  be 
impossible  to  demand  an  audit  of  all  traders,  and 
that  would  particularly  apply  to  farmers,  would  it 
not? — Yes. 

12.739.  They  could  not  possibly  have  an  audit.  Is 
it  your  impression  that  a very  large  number  of  traders 
who  were  in  a very  small  way  before  the  war  have, 
through  the  chances  of  the  war,  made  very  large 
profits  in  a certain  number  of  cases? — By 
profiteering? 

12.740.  That  does  not  enter  into  my  question. 
Very  large  profits  have  been  made  either  by  profiteer- 
ing or  by  the  particular  industry  in  which  they  are 
engaged  being  one  which  was  essential  to  the  war? 
— I think  so  far  as  small  traders  are  concerned,  the 
excess  profits  have  been  made  almost  entirely  by 
the  rise  in  prices  and  the  bigger  profits  which  they 
have  been  making. 

12.741.  I was  not  so  much  going  into  the  question 
of  the  cause  of  the  profits,  but  as  to  the  fact  that 
that  there  are  these  large  profits? — I have  not  a 
shadow  of  doubt  about  it.  I believe  there  are 
numbers  of  small  shopkeepers  who  before  the  war 
were  making  £250  a year  and  are  now  making  £500, 
£750,  or  even  £1,000. 

12.742.  Do  you  think  in  those  cases  you  are  really 
getting  at  the  profits  for  Income  Tax  purposes? — 
To  some  extent  we  are.  One  district  Inspector  told 
me  the  other  day  he  had  added  1,000  names  to  his 
assessments,  and  made  big  increases  in  a very  con- 
siderable number.  He  had  only  had  time,  you  might 
almost  say,  to  touch  the  fringe  of  it.  When  you  bear 
in  mind  the  enormous  amount  of  work  involved  and 
the  little  time  that  district  Inspectors  have  to 
devote  to  additional  work  it  is  wonderful  how  well 
they  do. 

12.743.  But  do  you  not  think  it  is  extremely  im- 
portant that  this  sudden  increase  of  profits  should 
be  assessed  ? — I do,  and  we  want  the  staff  to  do  it. 

12.744.  Is  not  that  an  emergency  question? — Un- 
fortunately, expert  staff  capable  for  the  Inland 
Revenue  Department  has  to  be  trained.  You  cannot 
get  it  at  a minute’s  notice. 

12.745.  Is  it  not  possible  to  enable  the  already 
trained  staff  to  increase  their  area  of  work  by  having 
partially  trained  people  under  them? — We  do  that, 
and  we  are  doing  it  as  fast  as  we  can,  but  we  shall 
want  authority  for  an  increased  staff  in  addition. 

12.746.  Is  your  limitation  in  dealing  with  this 
emergency  a limitation  of  authority  to  get  the  staff? 
— Yes. 

12.747.  Or  is  it  a limitation  of  not  being  able  to 
get  the  people? — It  is  both.  We  have  a certain 
number  of  vacancies  owing  to  having  released  so 
many  men  for  the  war.  We  are  filling  those  vacan- 
cies up  as  rapidly  as  possible,  but  we  also  want 
authority,  for  an  increase  in  the  staff  beyond  what 
is  at  present  authorized. 

12.748.  Have  you  any  difficulty  in  getting  that? — 

I do  not  think  it  has  been  asked  for  yet. 

12.749.  Is  it  not  an  emergency  question? — If  we 
cannot  fill  vacancies  we  cannot  get  additional  staff. 
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12.750.  If  you  do  not  get  the  money  now  will  you 
ever  get  it? — Yes,  we  have  got  three  years  in  which 
to  operate. 

12.751.  In  a great  many  of  these  cases  are  there 
any  accounts  at  all  available,  in  the  case  of  many 
of  these  small  traders,  for  instance,  that  you  were 
mentioning  just  now? — In  the  bulk  of  the  cases  you 
can  get  the  bank  books,  and  you  can  ascertain  to 
what  extent  the  means  of  the  trader  have  increased. 
That  is  one  very  good  way  of  ascertaining  what 
profits  have  been  made,  by  comparing  a man’s 
position  three  years  ago  with  his  present  position. 

12.752.  For  instance,  if  he  has  bought  property, 
or  is  living  on  a much  bigger  scale? — If  he  has  got 
£10,000  more  than  he  had  then,  it  has  had  to  come 
from  somewhere. 

12.753.  You  investigate  all  that? — Yes.  I remem- 
ber one  oase  where  a man  was  returning  £250,  and 
when  I invited  him  to  come  and  have  a conversation 
with  me  and  talked  to  him  about  anything  and 
everything,  I found  out  that  he  had  two  sons  at 
Cambridge.  I said,  How  do  you  do  that  on  £250 
a year?  He  said,  1 do  not;  it  costs  me  £300  a year 
apiece  for  them. 

12.754.  There  must  be  rather  a dividing  line  be- 
tween the  question  of  your  having  in  the  first  instance 
die  right  to  obtain  the  proper  accounts  and  the  kind 
of  accounts  that  you  want,  such,  for  instance,  as 
the  balance-sheet,  the  trading  account,  and  the  profit 
and  loss  account — is  not  there  rather  a dividing  line 
between  your  right  to  obtain  those  accounts  and  your 
right  to  call  for  and  carry  out  what  might  be  con- 
sidered an  inquisitorial  examination  of  the  actual 
books  of  account?— Yes,  they  are  both  allied.  The 
one  may  be  sufficient  in  the  bulk  of  cases,  but  if  you 
have  got  accounts  which  are  themselves  false,  which 
is  very  often  the  case,  it  is  necessary  to  get  down 
to  bedrock  to  discover  that. 

12.755.  That  I understand,  but  the  point  I was 
coming  to  was  this.  Is  it  not  rather  in  the  interests 
of  public  confidence  and  the  general  system  of 
Government  in  this  or  any  other  free  country,  that 
providing  the  Inland  Revenue  is  given  powers  in 
the  first  instance  to  obtain  copies  of  the  ordinary 
accounts,  such  as  I have  mentioned  just  now,  the 
further  power — where  it  is  suspected  that  an  in- 
quisitorial  examination  or  stocktaking  is  necessary 
— should  not  be  optional  with  them,  that  they  should 
not  be  judges  in  their  own  case,  because  it  really 
is  a question  between  them  and  the  taxpayer;  but 
that  some  independent  authority  should  order  that 
inquisition  rather  than  that  it  should  rest  with  the 
Board  of  Inland  Revenue? — 1 do  not  think  so,  be- 
cause there  is  no  one  else  who  would  be  more  compe- 
tent to  determine  the  necessity.  After  all,  if  one 
person  has  got  a claim  against  another  he  can  call 
for  production  of  all  material  evidence.  The 
Revenue  has  a claim  against  the  taxpayer. 

12.756.  If  1 have  a claim  against  you,  1 have  no 
right  to  go  and  investigate  your  accounts  unless  I 
take  you  to  a court  of  law? — Exactly.  Before  the 
case  comes  on  for  trial  you  can  call  for  the  evidence, 
when  you  have  instituted  proceedings. 

12.757.  Surely  only  as  part  of  the  proceedings 
before  the  court?- — I quite  agree. 

12.758.  But  your  suggestion,  as  I understand  it, 
is  that  the  Board  of  Inland  Revenue,  quite  apart 
from  any  proceedings  or  the  authority  of  any  court 
whatever,  should  have  the  power  of  instituting  these 
proceedings  themselves,  on  their  own  authority? — 
With  the  sole  object  of  avoiding  any  proceedings 
at  all. 

12.759.  The  point  of  my  question  is  not  whether 
the  Board  of  Inland  Revenue  would  not  be  pretty 
good  judges  as  to  whether  it  was  or  was  not  desirable 
to  obtain  this  further  information,  but  the  question 
of  public  confidence,  the  question  of  principle,  the 
question  of  whether  the  Board  of  Inland  Revenue, 
however  good  judges  they  may  be,  should  have  this 
power.  It  is  a question  between  them  and  a free 
subject  of  this  country,  and  surely  it  is  desirable 
that  in  a case  of  that  kind,  the  Board  having  been 
given  full  power  to  assess  the  tax,  and  to  obtain  such 
figures  as  are  necessary  to  assess  the  tax,  where  they 
suspect  that  those  figures  are  incorrect  they  should 
have,  certainly,  the  power,  as  they  have  now,  of 


asking  the  taxpayer  to  furnish  more  figures  or  more 
information.  If  he  chooses  to  do  so,  well  and  good, 
but  if  he  refuses  to  do  so  and  has  to  be  compelled 
to  do  so,  is  it  not  more  in  accordance  with  the 
principles  of  justice  in  this  country  that  an 
independent  tribunal  should  judge  upon  that  point? 
— Two  or  three  points  arise  out  of  that.  In  the  first 
place,  no  action  could  be  taken  until  the  evidence 
was  forthcoming,  which  the  production  of  the  books 
is  required  to  obtain.  There  might  be  no  evidence, 
possibly,  until  the  books  had  been  examined ; there- 
fore, we  should  be  helpless.  The  second  point  is 
that  at  the  present  time,  or  in  any  case,  the  tax- 
payer would  be  able  to  refuse  to  produce  his  books. 
He  could  say,  “ I do  not  care  what  the  law  is;  I am 
not  going  to  produce  them.”  Therefore  penalties 
would  be  necessary  to  meet  that  position.  The  third 
point  is  that,  failing  the  production  of  books,  it 
would  be  necessary  to  make  increased  assessments 
in  every  case,  until,  ultimately,  the  taxpayer  would 
have  no  option  but  to  produce  them,  and  the  mere 
fact  that  a taxpayer  is  required  to  produce  his  books 
in  the  first  instance  is  ultimately  to  his  advantage, 
and  must  save  a considerable  amount  of  trouble. 

12.760.  Do  not  all  those  difficulties  arise  now,  and 
would  not  the  sole  difference  between  your  proposal 
and  the  other  be  that  instead  of  taking  upon  your- 
selves these  powers  you  would  have  to  get  an  order 
from  some  independent  tribunal  to  make  the  investi- 
gation, and  thereby  the  taxpayer  would  get  protec- 
tion?— I am  assuming  that  you  would  not  have  the 
evidence  to  satisfy  the  independent  tribunal. 

12.761.  If  you  have  not  got  evidence  to  satisfy  tne 
independent  tribunal  where  such  evidence  would 
satisfy  the  Commissioners,  why  are  they  better 
judges  than  the  tribunal? — Because  the  position  is 
very  different.  The  Board  of  Inland  Revenue, 
who  are  administering  the  tax,  know  what  is  neces- 
sary to  determine  liability.  They  may  have  private 
information  which  they  could  not  disclose  in  open 
court. 

12.762.  I am  not  saying  necessarily  in  open  court? 
— You  could  not  disclose  it  to  the  taxpayer ; you 
would  have  to  give  the  taxpayer  the  power  to 
answer,  and  he  would  know  what  it  was,  and  it 
would  be  undesirable  to  let  him  know.  There  are 
many  ways  in  which  the  Board  would  be  able  to 
judge  from  their  big  experience  that  an  investiga- 
tion was  necessary  in  a particular  case;  and  finally, 
the  mere  fact  that  a taxpayer  says : “ I am  not 
going  to  produce  my  books  ” is  very  strong  evidence 
that  he  has  got  something  to  conceal. 

12.763.  Could  they  not  bring  that  evidence  before 
the  independent  tribunal  instead  of  being  judges  in 
their  own  case? — My  answer  to  that  is,  is  it  desir- 
able that  that  unnecessary  procedure  should  have 
to  be  resorted  to? 

12.764.  Is  a thing  unnecessary  when  public  con- 
fidence depends  upon  it? — I think  the  Board  of 
Inland  Revenue  is  so  well  known  and  so  much  re- 
spected that  there  would  be  plenty  of  confidence  in 
them.  I have  never  heard  it  suggested  that  the 
public  have  not  confidence  in  the  Board  of  Inland 
Revenue.  I should  like  to  differentiate  between 
the  two  things  which  you  are  suggesting.  I should 
give  the  district  Inspector  the  power  to  call  for  ac- 
counts, but  the  Board  of  Inland  Revenue  the  power 
to  call  for  an  investigation  of  the  books.  I dif- 
ferentiate the  two  things,  and  that  in  itself  would 
help  to  confer  confidence. 

12.765.  You  ask  for  the  powers  that  have  been 
given  you — you  say  they  have  been  extremely  useful 
— in  connection  with  investigations  for  Excess 
Profits  Duty? — And  Munitions  Levy. 

12.766.  You  wish  those  to  be  carried  on  and  even 
extended? — Yes. 

12.767.  Were  not  those  powers  given  under  war 
conditions,  when  Government  control  and  investiga- 
tions into  private  matters  were  considered  to  be 
absolutely  necessary  under  war  conditions,  and 
accepted  so  by  the  country? — So  far  as  the  Muni- 
tions Levy  is  concerned  that  had  a good  deal  to  do 
with  it,  but  1 think  the  enormous  rate  of  tax  would 
be  the  main  factor. 

12.768.  Mr.  Mackinder : I just  want  to  make 
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quite  clear  to  tlie  witness  that  I used  the  expres- 
sion “ official  blackmail  ” without  the  smallest  in- 
tention of  implying  that  I have  any  reason  at  the 
present  moment  to  think  that  there  is  any  improper 
use  of  that  power.  In  this  country  I have  not  the 
smallest  doubt  that  the  powers  are  used  discreetly. 
All  I wanted  to  draw  attention  to  was  the  fact  that 
it  seemed  to  me  there  were  powers  there  which  in 
a tyrannous  country  could  be  abused,  and  that  it 
is  very  necessary  that  our  service  should  be  above 


suspicion.  You  may  have  a benevolent  despotism, 
but  we  always  hesitate  to  give  the  powers  of  des- 
potism?— I quite  appreciate  that;  I have  heard  the 
expression  so  often. 

12,769.  Chairman:  The  Commission  must  see  that 
no  injury  is  done,  and  Mt.  Mackinder  very  wisely 
raised  the  question,  and  followed  it  up  by  his  ques- 
tion now.  We  are  very  much  obliged  to  you  for 
the  manner  in  which  you  have  given  your  evidence, 
and  for  the  information  you  have  submitted  to  us. 


Mr.  A.  F.  Pool,  O.B:E.,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Proof  of  evidence  of  A.  F.  Pool,  O.B.E.,  Assistant 
Chief  Inspector  of  Taxes,  on  the  subject  of  the 
liability  to  Income  Tax  of  local  authorities. 

12.770.  (1)  Local  authorities  comprise  Municipal 
Corporations,  County  Councils,  Urban  and  Rural 
District  Councils,  Burial  Boards,  and  other  similar 
bodies. 

12.771.  (2)  Their  liability  to  Income  Tax  is  founded 
on  the  provisions  of  section  106  and  Rule  1 of  the 
General  Rules  of  the  Income  Tax  Act,  1918. 

12.772.  (3)  The  property  and  profits  in  respect  of 
which  a local  authority  is  generally  found  liable  to 
be  assessed  are,  briefly,  as  follows:  — 

Schedule  A. — Town  halls  and  other  buildings  owned 
and/ or  occupied  for  Municipal  purposes,  including 
baths,  washhouses,  &c. 

Schedule  B. — Lands  occupied  by  the  authority,  in- 
cluding sewage  farms. 

Schedule  C. — Interest  on  Government  securities. 

Schedule  D. — Profits  of  industrial  concerns,  e.g., 
tramways,  waterworks,  and  gasworks ; interest  re- 
ceived not  taxed  at  the  source;  wayleaves,  and  other 
miscellaneous  sources  of  incomes. 

12.773.  (4)  A local  authority  is  also  liable  to  pay  the 
Income  Tax  which  it  deducts  from  payments  of  in- 
terest on  borrowed  money,  in  so  Jar  as  such  interest  is 
not  paid  out  of  profits  or  gains  charged  to  tax  (Rule 
6 of  the  Miscellaneous  Rules  applicable  to  Schedule  D 
and  Rule  21  of  the  General  Rules  of  the  Income  Tax 
Act,  1918). 

Thus,  to  take  a simple  example,  ignoring  various 
special  points  of  difficulty  dealt  with  in  this  evidence, 
if  an  authority  makes  profits  to  the  amount  of  £1,000 
(tax  £300)  available  for  payment  of  interest,  and  pays 
interest  to  the  amount  of  £1,500  (tax  deductible  £450), 
it  is  assessable  on  £1,000  (tax  £300)  on  its  profits,  and 
is  liable  to  pay  Income  Tax  on  £500  (tax  £150)  in  re- 
spect of  the  tax  deducted  from  the  interest  not  paid 
out  of  the  profits  (£1,000)  charged  to  tax.  The  set- 
off of  the  £1,000  profits  in  arriving  at  the  charge  in 
respect  of  the  interest  paid  is  referred  to  briefly  i* 
this  evidence  as  “ the  set-off.” 

12.774.  (5)  The  separate  funds  of  a local  authority 
(e.g.,  the  Borough  Fund  and  District  Fund  of  a pro- 
vincial town)  are  regarded  as  distinct  legal  entities. 

12.775.  (6)  Objection  to  the  payment  of  Income  Tax 
has  been  taken  by  local  authorities  on  various  occa- 
sions, and  contentions  have  been  advanced  which  are 
dealt  with  at  length  in  this  evidence,  and  may  be  here 
summarised  as  follows  : — 

(o)  that  the  amount  of  the  annual  value  at  which 
the  property  owned  and  occupied  by  an 
authority  is  assessed  under  Schedule  A, 
although  the  property  produces  no  revenue, 
should  be  regarded  as  income  available  for 
“ set-off  ” purposes  (see  paragraph  4) ; 

(b)  that  a local  authority  should  be  regarded  for 

Income  Tax  purposes  as  one  legal  entity 
notwithstanding  that  it  may  administer 
more  than  one  distinct  fund ; 

(c)  that  for  set-off  purposes  the  whole  of  the  taxed 

income  of  a fund  should  be  regarded  as 


covering  pro  tanto  any  interest  which  is  a 
charge  on  the  fund,  and  no  deduction 
should  be  made  in  respect  of  any  portion  of 
the  said  income  earmarked  by  Statute  for 
any  specific  purpose; 

(d)  that  the  duties  of  local  authorities  are 

national  in  character,  that  such  authorities 
are,  to  some  extent,  carrying  on  the 
government  of  the  country,  and  that  con- 
sequently the  same  relief  from  Income  Tax 
should  he  granted  in  respect  of  their  in- 
come and  property  as  is  granted  to  the  in- 
come and  property  of  the  State; 

(e)  that  their  industrial  undertakings  are  carried 

on  for  the  benefit  of  the  community  and  the 
profits  should  he  exempt  from  Income  Tax 
accordingly ; 

(/)  that  certain  undertakings  are  essential  to  the 
health  and  well-being  of  the  community, 
e.g.,  public  baths  and  sewage  works,  and 
should  not  be  treated  as  capable  of  bene- 
ficial occupation  so  as  to  be  liable  to  In- 
come Tax; 

(g)  that  as  all  municipal  property  is  held  for 

public  purposes,  it  is  inconsistent  to  charge 
one  class,  such  as  town  halls,  while  others, 
such  as  police  courts,  are  exempt; 

(h)  that  inasmuch  as  the  profits  of  all  municipal 

undertakings,  whether  essential  to  the 
national  well-being  or  not,  are  applied 
either  directly  or  indirectly  in  promoting 
the  interests  of  the  community,  the  com- 
paratively wide  interpretation  placed  upon 
the  term  “ charitable  purposes  ” in  the 
Courts  should  be  deemed  to  include  all  such 
undertakings,  or  the  interpretation  should 
be  broadened  to  admit  them,  notwithstand- 
ing that  trading  profits  are  excluded  from 
the  relief  granted  under  the  present 
Statutes  in  respect  of  certain  income  ap- 
plied to  charitable  purposes; 

(i)  that  lands  occupied  by  local  authorities  which 

are  not  used  for  the  purpose  of  husbandry 
should  be  exempt  from  taxation  under 
Schedule  B ; 

(j)  that  the  cost  of  raising  loans  should  be  allowed 

as  working  expenses  in  arriving  at  the 
assessments  upon  productive  undertakings. 

12,776.  (7)  Mention  should  also  be  made  of  the  fol- 
lowing claims,  in  support  of  which  evidence  has  been 
presented  to  the  Royal  Commission  by  the  City  of 
London  Corporation  : — - 

(a)  that  the  City  Estate  income  applied  to  the 

following  services  should  be  excluded  from 
the  income  liable  to  taxation,  as  being  ex- 
penditure in  the  nature  of  “ charities  ” : — 
Open  spaces, 

Port  of  London  sanitation, 

Freemen’s  Orphan  School, 

Magistracy, 

Central  Criminal  Court, 

Sinking  fund; 

(b)  that  failing  the  admission  of  the  claim  under 

(a),  the  expenses  incurred  in  connection 
with  all  those  services  should  be  admitted 
as  deductible  expenses  in  arriving  at  the 
assessable  profits  of  their  markets. 
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12,777.  (8)  The  following  is  a summary  of  the  sug- 
gestions made  in  regard  to  these  matters  for  the  con- 
sideration of  the  Royal  Commission : — ■ 

(a)  the  claim  that  local  authorities  should  be  per- 
mitted to  set  off  the  annual  value  of  pro- 
perty owned  and  occupied  by  them,  and 
producing  no  revenue,  against  liability  in 
respect  of  interest  paid,  is  strictly  equit- 
able and  might  be  admitted  (Paras.  6 (a) 
and  12  and  13) ; 

(i>)  the  claim  that  a local  authority  should  be 
regarded  for  Income  Tax  purposes  as  one 
legal  entity  though  administering  two  or 
more  funds,  each  of  which  is  comparable 
with  a separate  trust,  has  no  foundation 
in  law,  but  equitably  has  a good  deal  to 
support  it,  at  any  rate  where  the  areas  to 
which  the  funds  relate  are  coincident 
(Paras.  6 ( b ) and  14  to  19); 

(c)  the  claim  that  the  whole  of  the  taxed  income 

of  a local  authority  should  be  regarded  as 
available  as  a set-off  against  liability  for  in- 
terest on  borrowed  money,  notwithstanding 
that  part  of  it  may  be  statutorily  ear- 
marked for  specific  purposes,  has  much  to 
support  it  (Paras.  6 (c)  and  20  to  24) ; 

(d)  the  claim  that  local  authorities  should  be 

exempt  from  Income  Tax  on  the  ground 
that  their  duties  are  national  in  character 
does  not  appear  to  be  well  founded  (Paras. 
6 ( d ) and  25  and  26); 

(e)  the  admission  of  the  claim  for  exemption  of 

profits  of  industrial  undertakings  carried 
on  by  local  authorities  would  be  unfair  to 
other  trading  taxpayers,  and  does  not 
appear  to  be  well  founded  (Paras.  6 (e)  and 
27  and  28) ; 

(/)  in  general,  the  claim  for  exemption  of  certain 
undertakings  essential  to  the  health  and 
well-being  of  the  community,  e.g.,  baths 
and  washhouses,  does  not  appear  well 
founded,  but  the  case  of  sewers  and  sewer 
mains  is  an  exceptional  one,  to  which  ex- 
emption might  be  extended  (Paras.  6 (/) 
and  29  to  33) ; 

(g)  there  appear  to  be  no  sufficient  grounds  why 

the  claim  for  the  extension  of  the  exemp- 
tion granted  in  respect  of  police  courts, 
&c.,  to  all  municipal  property  should  be 
admitted  (Paras.  6 (p)  and  34  to  36) ; 

(h)  the  claim  that  publio  purposes  are  charitable 

purposes,  and  that  local  authorities  should 
be  exempted  in  respect  of  so  much  of  their 
income  as  is  expended  for  public  purposes 
does  not  appear  to  be  well  founded. 

It  may  be  observed  that  “ charities  ” are 
not  entitled  to  exemption  in  respect  of 
trading  profits,  nor  in  respect  of  property 
in  their  own  occupation  (Paras.  6 (h)  and 
37  to  39) ; 

(?)  as  regards  the  present  basis  of  assessment 
under  Schedule  B in  respect  of  lands  used 
by  local  authorities  for  purposes  other  than 
husbandry  there  appears  to  be  no  good 
ground  for  differentiating  the  treatment  of 
local  authorities  from  that  of  other  tax- 
payers (Paras.  6 ( i ) and  40) ; 

(j)  the  cost  of  raising  loans  is  inadmissible  as  a 
deduction  from  profits,  and  it  would  not 
appear  to  be  desirable  to  make  any  con- 
cession in  favour  of  local  authorities 
(Paras.  6 (j)  and  41) ; 

(7c)  the  claim  of  the  City  of  London  Corporation 
that  City  Estate  income  so  far  as  applied 
to  certain  administrative  servioes  should 
be  exempt  from  taxation,  as  being  expendi- 
ture in  the  nature  of  “ charities,”  does 
not  appear  to  be  reasonably  admissible 
(Paras.  7 (a)  and  45) ; 

( l ) the  City’s  alternative  claim  that  the  expenses 
incurred  by  the  Corporation  in  carrying  out 
certain  statutory  obligations,  such  as  Port 
of  London  sanitation,  &c.,  should  be  de- 
ducted in  arriving  at  the  assessable  profits 
from  markets  is  in  conflict  with  the  general 


principles  applicable  to  all  trading  con- 
cerns (Paras.  7 ( b ) and  46  to  48). 

12.778.  (9)  The  principal  general  statutes  under 
which  local  authorities  act  are  set  out  in  Appendix  I. 

12.779.  (10)  The  present  method  of  computing  the 
Income  Tax  liability  of  local  authorities  is  dependent 
to  a great  extent  on  decisions  in  the  House  of  Lords 
in  two  cases,  that  of  the  Attorney-General  v.  London 
County  Council  (1907,  5 T.C.,  242)  and  that  of  Sugden 
v.  Leeds  Corporation  (1913,  6 T.C.,  211).  Both  cases 
dealt  with  the  liability  to  tax  in  respect  of  interest 
paid,  and  it  is  in  accordance  with  the  decisions  in 
these  cases  that  the  claims  referred  to  in  paragraphs 
6 (a)  ( b ) and  (c)  cannot  in  existing  conditions  be 
admitted. 

12.780.  (11)  Apart  from  these  two  important  cases, 
difficulties  of  construction  of  the  Income  Tax  Acts 
have  led  to  a considerable  amount  of  other  litigation 
in  which  local  authorities  have  been  directly  involved. 
These  cases  are  quoted  in  Appendix  II.  and  the 
general  principles  laid  down  therein  may  be  sum- 
marised as  follows  : — 

Premises  occupied  for  the  administration  of  justice 
are  exempt,  whereas  those  occupied  for  purely  muni- 
cipal purposes  are  not : all  undertakings  which  might 
be  carried  on  by  a private  concern  are  chargeable: 
and  when  once  profits  have  been  earned,  their  ulti- 
mate destination  in  no  way  affects  liability,  even  when 
their  application  is  provided  for  by  Statute. . Lord 
Blackburn’s  dictum  in  delivering  judgment  in  the 
House  of  Lords  in  the  Mersey  Docks  case  is  clear  and 
fib  the  point:  — 

“ It  appears  that  in  this  particular  case,  every 
one  of  these  things  is  a thing  in  which  a 
private  person  might  have  property,  and 
from  which  a private  person  might 
receive  revenue,  just  as  the  Mersey  Board 
does;  and  if  so,  a private  person  would 
certainly  be  taxable  upon  it,  and  I see  no 
reason  whatever  why  the  Mersey  Board 
should  not  be  taxable.”  (2  T.C.  at  page 
34.) 

Set-off  of  annual  value  of  property  producing  no 
actual  income. 

12.781.  (12)  The  liability  of  a local  authority  so  far 
as  loan  interest  and  other  annual  charges  are  con- 
cerned, is  computed  on  similar  lines  (apart  from  ex- 
ceptions dealt  with  in  this  evidence)  to  those  on  which 
the  liability  of  a private  person  is  determined.  Ac- 
countability for  tax  thereon  exists  only  to  the  extent 
that  such  charges  exceed  the  taxed  or  taxable  income 
available  for  pavment  thereof. 

12.782.  (13)  The  amount  of  this  available  income  is 
largely  affected  by  the  decision  in  the  House  of  Lords 
in  the  case  of  the  Attornev-General  v.  London  County 
Council  in  1907,  which  laid  down  that  the  Council 
were  not  entitled,  when  amvins:  at  the  amount  due 
to  the  Crown  in  respect  of  tax  deducted  bv  them  from 
interest  on  loans,  to  set  off  therefrom  the  tax  paid 
under  Schedule  A on  propcrtv  in  their  own  occupa- 
tion, out  of  which  no  actual  income  arose. 

This  disadvantage  is  peculiar  to  local  authorities; 
practicallv  it  does  not  arise  in  the  case  of  other  tax- 
payers. It  is  true  that  the  case  of  local  authorities 
may  be  distinguished  inasmuch  as  such  authorities 
when  unable  to  pay  interest  out  of  profits,  pay  it  out 
of  rates,  a procedure  not  open  to  other  tnxnavers.  hut 
the  Royal  Commission  will  no  doubt  wish  to  consider 
how  far  this  distinction  is  valid  and  whether  the 
existing  inequality  should  not  be  removed. 

Treatment  of  a local  authority  as  a single  entity. 

12.783.  (14)  Another  important  case,  that  of  Sug- 
den v.  Leeds  Corporation,  was  determined  by  the 
House  of  Lords  in  1913.  In  substance  this  case 
affirmed  that  local  authorities  cannot  set  off  from  tax 
on  interest  paid  by  them  tax  on  income  which  is 
precluded  by  law  from  being  applied  in  payment  of 
the  interest. 

12.784.  (15)  Many  local  authorities  administer  two 
quite  separate  funds,  the  General  District  Fund 
(under  the  Public  Health  Act),  and  the  Borough  Fun<* 
(under  the  Municipal  Corporations  Act). 

Under  the  Leeds  decision,  each  of  the  two  (or  in  a 
comparatively  few  instances,  more  than  two)  mair 


636 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


24  September , 1919.] 


Mr.  A.  F.  Pool. 


[ Continued . 


funds  must  be  treated  as  two  trusts  separately  ad- 
ministered, and  any  surplus  of  taxed  income  over 
interest  paid  out  of  one  fund  may  not  for  Income  Tax 
purposes  be  set  off  against  a surplus  of  interest  paid 
over  taxed  income  of  the  other  fund.  Consequently, 
a local  authority  with  more  than  one  fund  (not  being 
regarded  as  a single  legal  entity)  may  not  obtain  all 
the  benefit  of  the  set-off  mentioned  in  paragraph  4 
whioh  it  might  obtain  if  all  its  income  were  treated 
as  coming  into  one  purse  out  of  which  all  payments 
were  made. 

12.785.  (16)  The  Leeds  decision  is  treated  as  apply- 
ing not  only  to  cities  and  boroughs,  but  to  all  classes 
of  local  authorities,  although  it  affects  county,  urban 
district,  and  rural  district  councils  to  a much  less 
degree.  Such  authorities  usually  levy  one  uniform 
rate  over  the  whole  of  their  area,  but  provision  is 
made  for  levying  “ special  rates  ” for  particular  pur- 
poses in  certain  areas  in  addition  to  the  general  rate. 
These  “ special  rates  ” have  to  be  applied  by  Statute 
for  purposes  peculiar  to  the  special  areas,  whereas  the 
proceeds  of  the  general  rate  are  applied  for  the 
general  purposes  of  the  council  over  the  whole  of 
their  area. 

12.786.  (17)  Although  differential  rating  exists  be- 
tween the  two  funds,  the  great  majority  of  the  rate- 
payers within  a borough  area  are  rated  on  the  full 
net  annual  value  for  both  borough  and  district  rates, 
and  it  is  contended  by  local  authorities  that  although 
there  is  not  absolute  identity  of  interest,  yet  there  is 
a sufficient  identity  of  interest  to  warrant  the  two 
funds  being  treated  as  one  for  Income  Tax  purposes. 

12.787.  (18)  Some  of  our  larger  cities,  notably 
Leeds,  have  recently  obtained  powers  under  special 
Acts  to  combine  or  consolidate  their  two  funds,  and 
from  the  dates  from  whioh  the  special  Acts  apply,  they 
are  in  the  position  of  local  authorities  administering 
their  functions  under  one  fund,  and  levying  one  rate, 
all  property  and  income  of  the  previously  separate 
funds  being  merged  into  and  becoming  the  property  of 
the  newly-constituted  single  fund. 

12.788.  (19)  Whether  all  local  authorities  should 
not  be  treated  upon  a single  basis  in  the  matter  of 
Imperial  taxation,  without  regard  to  the  technical 
existence  or  non-existence  of  separate  funds,  at  any 
rate  where  the  areas  to  which  the  funds  relate  are 
coincident,  will  probably  be  felt  by  the  Royal  Com- 
mission to  be  a matter  requiring  their  consideration. 
Whilst  from  the  logical  aspect  there  is  much  to  be 
said  for  maintaining  the  separate  treatment  of  the 
two  funds,  at  any  rate  where  the  same  persons  are  not 
interested  in  the  same  degree  in  both  of  them,  or 
where  the  beneficial  interests  differ  in  any  other  re- 
spect, yet  on  a broad  view  as  opposed  to  a strictly 
logical  view,  the  present  law  seems  perhaps  to  impose 
upon  the  great  majority  of  corporations  a burden  in 
excess  of  what  on  equitable  grounds  they  should  be 
called  upon  to  bear,  and  the  burden  is  by  no  means 
eased  by  the  fact  that  certain  corporations  have  been 
able  by  Local  Acts  to  relieve  themselves  of  some  of 
the  disadvantages  still  borne  by  others. 

Treatment  of  statutory  charges  on  income  in  arriving 

at  “ set-off.” 

12.789.  (20)  The  Leeds  decision  also  involves  the 
corollary  that  the  income  of  an  undertaking  is  not 
available  for  payment  of  interest,  other  than  in  con- 
nection with  the  undertaking,  until  all  charges  proper 
to  the  particular  undertaking,  such  as  sinking  fund, 
have  been  met : the  charges,  although  not  allowable 
as  deductions  in  the  computation  of  Income  Tax  pro- 
fits, are  a statutory  liability  of  the  fund : and  the 
“ set-off  ” (see  paragraph  4)  for  Income  Tax  purposes 
must  be  computed  accordingly. 

12.790.  (21)  When  borrowing  powers  are  obtained 
by  a local  authority  either  by  Statute  or  by  Local 
Government  Board  Order,  and  loans  raised  to 
establish,  and  carry  on  industrial  undertakings,  it  is 
usual  to  specify  in  direct  terms  the  manner  in  which 
the  revenues  of  the  undertakings  are  to  be  applied. 
The  terms  are  usually  to  the  effect  that  the  revenues 
have  to  be  applied : 

Firstly. — In  payment  of  costs  and  working  ex- 
penses of  the  undertaking. 

Secondly. — In  payment  of  interest  on  loans 
secured  on  the  undertaking,  whether  or  not 


such  loans  are  secured  collaterally  on  the 
rates. 

Thirdly. — In  providing  a sinking  fund  for  repay- 
ment of  the  loans  within  the  prescribed 
period. 

Fourthly. — In  establishing  a reserve  fund  for  re- 
placements. 

The  balance,  if  any,  after  the  foregoing  obligations 
are  satisfied,  may  usually  be  applied  in  relief  of  rates, 
but  occasionally  has  to  be  retained  in  the  funds  of 
the  undertakings  with  a view  to  reducing  future 
charges. 

It  follows  from  the  Leeds  decision  that  no  portion 
of  the  profits  of  an  undertaking  whose  revenues  are  so 
earmarked  can  be  deemed  available  for  relief  of  rates, 
until  all  the  conditions  1 to  4 have  been  fulfilled  (with 
consequent  reduction  of  the  “ set-off  ”),  and,  if 
the  revenues  must  be  retained  within  the  fund  and 
there  is  no  power  to  transfer  in  aid  of  rates,  no  allow- 
ance in  respect  of  “ set-off  ” is  possible. 

12,791.  (22)  This  question  of  restrictions  on  the 
disposal  of  industrial  revenue,  so  far  as  such  re- 
strictions affect  Income  Tax  liability,  is  an  important 
one;  from  the  point  of  view  of  the  Revenue,  it  is 
believed  to  be  of  greater  importance  than  the  question 
of  the  merging  of  the  two  funds.  The  restrictions 
may  in  one  sense  be  described  as  artificial.  For,  the 
object  of  the  restrictions  being  to  provide  a fund  for 
replacement  of  the  concern  or  redemption  of  loans 
borrowed  for  the  concern,  it  seems  immaterial  whether 
the  fund  is  provided  out  of,  e.g.,  rates  (in  which 
case  the  profits  would  be  set  free  for  purposes  of 
set-off)  or  out  of  profits  (in  which  case  the  allowance 
for  set-off  would  be  correspondingly  restricted). 
Action,  in  fact,  has  been  taken  by  a few  corporations, 
Leeds  being  one  of  them,  towards  having  these  statu- 
tory restrictions  removed. 

12,792  (23)  It  may  be  pointed  out  that  the  con- 
stitution of  a reserve  fund  as  referred  to  in  paragraph 
21  has  in  many  cases  a material  effect  on  the  amount 
of  the  industrial  profits  available  as  a set-off,  and  here 
again  are  found  certain  inconsistencies  in  the  re- 
strictions imposed  on  the  disposition  of  the  industrial 
profits  of  one  corporation  as  compared  with  another, 
entailing  as  a necessary  consequence  a difference  in 
treatment  for  Income  Tax  purposes.  In  some  Local 
Acts  the  provision  of  a reserve  fund  is  compulsory,  in 
others  only  optional.  Where  the  provision  is  com- 
pulsory, the  annual  contribution  becomes  a charge  on 
the  undertakings,  and  therefore  a deduction  in,  arriv- 
ing at  the  profits  available  for  “ set-off  ” ; whereas  if 
the  provision  is  optional,  then  no  such  deduction  is 
made 

12.793.  (24)  It  follows  from  the  foregoing  that  cer- 
tain local  authorities  enjoy  relief  from  Income  Tax 
not  shared  by  others,  but  even  these  more  fortunate 
local  authorities  do  not  enjoy  any  relief  not  shared 
by  ordinary  taxpayers.  In  the  circumstances  there 
seems  to  be  much  to  be  said  for  providing  that  a 
local  authority  shall  be  allowed,  as  a set-off  against 
the  interest  paid,  the  whole  of  its  assessed  or  taxed 
income  without  any  deduction  on  account  of  the 
statutory  obligations  placed  on  the  disposal  of  its 
income,  except  such  income  as  arises  from  endowments 
for  specific  purposes. 

Exemption  of  local  authorities  on  account  of  their 
public  character. 

12.794.  (25)  An  obvious  objection  to  giving  general 
relief  from  taxation  to  local  authorities  is  the  risk 
of  its  involving  the  vexed  question  of  public  versus 
private  control  of  industry.  Until  that  matter  has 
been  determined  in  principle  in  other  ways,  tax 
legislation  upon  it  would  probably  be  considered  to 
be  inopportune.  The  question  is  most  acute  where 
industrial  profits  are  concerned.  Although  in  no 
case,  so  far  as  I am  aware,  do  we  find  a municipal 
gas  undertaking  competing  in  the  same  area  with  a 
private  one,  yet  we  do  find  cases  of  public,  electricity 
undertakings  competing  with  private  concerns  supply- 
ing gas  in  the  same  area. 

12.795.  (26)  Moreover,  general  exemption  of  local 
authorities  from  Income  Tax  in  new  countries  may  be 
a simple  matter,  especially  when  granted  at  the 
inception  of  the  tax,  but  it  raises  difficult  issues  in 
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the  United  Kingdom.  Already  great  differences  exist 
between  the  rates  charged  in  one  area  as  compared 
with  another.  This  inequality  is  recognized  and  to 
some  extent'  has  been  provided  for  by  the  Equalisation 
of  Rates  Act,  under  which  certain  of  the  more  highly 
populous  of  the  London  boroughs  receive  material 
relief  from  other  boroughs  of  small  populations  and 
high  rental  values.  Speaking  generally,  the  more 
wealthy  the  authority  the  higher  is  the  value  of  its 
property,  and  if  this  is  true  within  the  Administra- 
tive County  of  London,  relief  from  taxation  of  cor- 
porate property  would  only  accentuate  the  inequality 
of  incidence  of  rating  generally  and  to  some  extent 
nullify  the  provisions  of  the  Equalisation  of  Rates 
Act.  It  is  probable  that  any  relief  granted  to  cor- 
porate property  would  prove  a greater  relief  per 
capita  to  a wealthy  than  to  a poor  borough.  To  take 
an  extreme  case,  the  relief  per  capita  to  the  City  of 
London  in  respect  of  its  corporate  property  would 
undoubtedly  be  greater  than  a similar  relief  to  West 
Ham. 

Exemption  of  profits  of  local  authorities  as  being 
applied  for  the  benefit  of  the  community. 

12.796.  (27)  Although  a claim  for  relief  in  respect 
of  the  profits  of  industrial  undertakings  can  scarcely 
bo  based  on  the  contention  that  the  conduct  of  the 
undertaking  is  national  in  character,  it  is,  neverthe- 
less, suggested  in  certain  quarters  that  the  profits  of 
all  industrial  undertakings  controlled  by  local  authori- 
ties being  for  the  benefit  of  the  public,  should  be 
exempt  from  Income  Tax.  It  is  sometimes  suggested 
that  although  the  control  of  the  undertaking  is  no 
part  of  the  administrative  duties  of  the  municipality, 
it  is  not  carried  on  primarily  for  the  purpose  of 
earning  profits,  and  that  if  profits  are  made  they  .are 
ultimately  returned  to  the  ratepayer  in  the  form  of  a 
credit  in  aid  of  rates. 

12.797.  (28)  To  admit  such  a claim  would  clearly 
involve  a large  departure  from  existing  Income  Tax 
conceptions.  The  argument  might  be  extended  in 
favour  of  any  person  performing  services  of  a useful 
public  character.  The  claim  is  open  broadly  to  the 
same  objections  as  are  dealt  with  m paragrap 
25  and  26. 


Exemptions  in  respect  of  certain  undertakings  essen- 
tial to  the  well-being  of  the  community. 

12  798.  (29)  The  contention  that  undertakings 
essential  to  the  health  and  well-being  of  the  com- 
munity should  be  entitled  to  relief  involves  a large 
departure  from  previous  conceptions  of  the  scope  of 
the  Income  Tax  and  would,  it  is  anticipated  not  com- 
mend itself  to  the  Royal  Commission.  Many  such 
undertakings  may  be,  and  indeed  are,  owned 
privately.  The  case  of  sewers,  however,  seems  to  call 
for  special  mention.  The  need  for  an  efficient  system 
of  sewerage  is  too  obvious  to  stress,  and  few  other 
undertakings,  if  any,  react  more  on  the  welfare  of  the 
country  in  general  than  these.  Meanwhile  the  treat- 
ment of  sewers  in  relation  to  Income  Tax  is  at  present 
to  some  extent  inconsistent. 

12.799.  (30)  As  regards  sewage  undertakings,  all 
works  for  the  disposal  of  sewage  are  rated  and  also 
assessed  to  Income  Tax  under  Schedule  A as  being  in 
the  nature  of  commercial  undertakings.  In  suen 
works  crude  sewage  is  converted  into  a marketable 
commodity  capable  of  utilisation,  although  not 
necessarily  for  the  purpose  of  realizing  pro  . _ 
the  other 'hand,  the  sewers  and  sewage  drains  are  m a 
different  category,  and  as  some  are  rated,  while  others 
are  not,  liability  to  assessment  is  not  so  defensible. 
The  general  practice  in  this  country  is  not  to  rate 
them;  in  Scotland  they  are  more  usually  rated  than 
not. 

12.800.  (31)  The  assessability  of  sewers  was  con- 
firmed by  the  House  of  Lords  in  the  case  of 
Ystradyfodwg  and  Pontypridd  Main  Sewerage  Board 
v.  Bensted  (1907)..  The  appellants  m that  case  had 
constructed  a sewer  partly  above,  and  partly  below, 
ground,  and  at  was  unanimously  held  by  the  Uorcls 
that  such  hereditaments  were  assessable.  -Lord  ±±ais- 
bury  pointed  out:  — ” It  is  clear  there  is  an  occupa- 


tion, and  in  the  next  place  it  is  clear  there  is  s 
beneficial  occupation.”  (5  T.C.  at  page  240.)  At- 
tempts  have  been  made  by  private  Bills  to  exempt 
from  rating  underground  sewers  in  England  and 
Wales.  A Bill  was  brought  in  by  a private  member 
on  the  17th  March,  1914,  but  was  not  proceeded  with 
owing  partly  to  the  war. 

12.801.  (32)  The  position  at  the  moment  is  that 
where  sewers  are  rated  to  the  poor  they  are  also 
assessed  to  Income  Tax.  It  follows  that  equality 
of  incidence  is  not  secured  so  far  as  the  assessment 
on  sewers  is  concerned,  and  it  is  suggested  that  either 
all  should  be  exempted  or  all  assessed.  The  present 
position  is  distinctly  unfair  to  Scotland. 

12.802.  (33)  While  there  seems  no  sufficient  ground 
for  revising  the  present  law  as  regards  sewage  works 
(unless  that  ground  be  considered  to  lie  in  the  ex- 
treme importance  of  efficient  sewerage),  it  would 
seem  preferable  having  regard  to  the  very  special 
character  of  sewers  and  sewer  mains  (which  never  are 
let)  and  to  the  desirability  of  not  enhancing  the  cost 
to  the  community  of  the  sewage  system,  that  a 
general  exemption  of  sewers  and  sewer  mains  should 
be  conceded  rather  than  that  the  charge  which  at 
present  falls  partially  upon  them  should  be  made 
universal. 

Alleged  inconsistency  of  existing  exemptions. 

12.803.  (34)  It  is  sometimes  suggested  to  be  incon- 
sistent that  whereas  police  courts,  public  schools, 
workhouses,  hospitals  and  public  parks  are  deemed 
to  be  exempt,  town  halls,  baths,  sewage  farms,  and 
to  some  extent  sewers  and  sewage  drains,  should  be 
liable  to  tax. 

12.804.  (35)  The  inconsistency  is  possibly  more 
apparent  than  real.  Not  only  are  police  courts 
essentially  connected  with  the  task  of  civil  govern- 
ment, but  they  constitute  a direct  charge  on  the 
Imperial  Exchequer,  and  are  exempt  as  being  in  the 
occupation  of  the  Crown.  Workhouses,  hospitals  and 
schools  are  specifically  exempt  by  Statute  as  charities, 
and  public  parks  are  exempted,  because  in  rating  law 
they  are  not  regarded  as  capable  of  beneficial  occupa- 
tion. The  other  properties,  on  the  other  hand,  are 
capable  of  beneficial  occupation,  and  cannot  be 
readily  distinguished  from  similar  properties  in 
private  ownership. 

12.805.  (36)  Town  halls,  for  example,  are  not 
classes  of  properties  that  are  necessarily  owned  by 
local  authorities,  although  it  may  be  desirable  that 
they  should  be.  Moreover,  even  if  so  owned,  there 
is  nothing  to  prevent  the  properties,  or  portions 
thereof,  from  being  let  by  the  local  authorities,  and 
such  lettings  do  take  place  in  a number  of  cases. 
The  judgment  of  Lord  Blackburn  quoted  above  (para- 
graph 11)  seems  to  apply  to  such  properties,  and  the 
assessment  of  town  halls  under  Schedule  A appears, 
therefore,  to  be  well  founded. 


Suggestions  that  local  authorities  should  be  exempted 
as  charities. 

12  806.  (37)  Exemption  from  Income  Tax  is  given 
in  respect  of  the  rents  and  profits  of  lands,  tene- 
ments, &c.,  vested  in  trustees  for  charitable  purposes, 
and  of  yearly  interest  or  other  annual  payments 
forming  part  of  the  income  of  any  body  of  persons 
or  trust  established  for  charitable  purposes  only- 
in  each  case  so  far  as  the  receipts  are  applied  only 
to  charitable  purposes. 

The  exemption  does  not  extend  to  property  in  the 
actual  occupation  of  trustees  for  charitable  purposes 
nor  to  trading  profits. 

12,807.  (38)  “ Charitable  purposes  ” is  a phrase 
which  was  under  consideration  in  the  case  Special 
Commissioners  v.  Pemsel  (1891,  3 T.C,  53)  Accord- 
ing  to  the  decision  in  that  case,  the  words  are  to 
be  interpreted  according  to  their  technical  meaning, 
which  includes  purposes  of  “ public  utility.  ine 
Statute  of  43  Elizabeth,  Cap.  4,  includes  in  the 
definition  of  charitable  purposes  “ repair  of  bridges, 
ports,  havens,  causeways,  churches,  seabanks  anrl 
highways,”  and  it  was  indicated  in  the  Pemsel  case 
that  relief  could  not  be  restricted  to  the  charitable 
or  public  purposes  specified  in  that  list. 
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12.808.  (39)  There  may  be  ground  for  testing  in 
the  Courts  whether  some  special  receipts  of  local 
authorities  are  within  the  existing  exemption.  But 
the  suggestion  sometimes  made  that  all  public  pur- 
poses are  charitable  purposes,  and  that,  the  whole 
of  the  expenditure  of  local  authorities  being  for 
public  purposes,  exemption  from  taxation  should  be 
allowed  in  respect  of  the  whole  of  their  profits  clearly 
stands  in  a different  category.  It  may  be  held  that 
there  are  grounds  for  giving  special  relief  to  local 
authorities,  but  in  any  event  the  “charity  ” ground 
would  not  appear  to  be  sound  either  in  law  or  in  the 
light  of  the  view  commonly  held  as  to  the  character 
of  the  functions  of  these  bodies. 

Exemption  from,  tax  under  Schedule  B. 

12.809.  (40)  Local  authorities  sometimes  raise  the 
- question  of  exemption  from  Income  Tax,  Schedule  B, 

in  respect  of  lands  used  for  purposes  other  than 
husbandry.  Such  lands  are  now  chargeable  on  the 
single  value  instead  of  on  the  double  value  applicable 
to  lands  used  for  the  purposes  of  husbandry.  The 
single  value  basis  is  extended  to  sewage  farms 
occupied  by  local  authorities. 

It  is  not  considered  that  any  distinction  can  be 
reasonably  drawn  between  local  authorities  and  other 
occupiers  of  lands  not  used  for  purposes  of  hus- 
bandry. Upon  the  general  question  of  the  charge 
of  Income  Tax,  Schedule  B,  in  respect  of  the  occupa- 
tion of  lands  for  purposes  other  than  husbandry,  the 
Board  propose  to  offer  evidence  at  a later  date. 

Cost  of  raising  loans. 

12.810.  (41)  Another  question  occasionally  raised 
by  local  authorities  is  that  of  allowances  for  the  cost 
of  raising  loans  for  the  purpose  of  productive  under- 
takings. This  includes  the  commission  for  introduc- 
ing loans  and  Stamp  Duty.  The  argument  put  for- 
ward in  support  of  the  claim  is  that  generally  a local 
authority  has  of  necessity  to  work  on  borrowed 
capital,  and  that  the  Parliamentary  Committee  or 
Government  Department  authorized  to  sanction  loans 
will  not  permit  inclusion  of  the  expenses  referred  to 
in  the  capital  sum  in  any  estimate  submitted  upon 
an  application  for  sanction  to  borrow  money.  The 
High  Court  in  the  case  of  Texas  Land  and  Mortgage 
Company  v.  Holtham  (1894,  3 T.C.  255),  decided  that 
the  cost  of  raising  debentures,  such  as  commission 
paid  to  brokers,  and  other  expenses,  could  not  be 
deducted  as  trade  expenses.  It  is  clear  that  for 
Income  Tax  purposes  the  expenditure  is  of  a capital 
nature,  and  it  does  not  appear  to  be  desirable  to 
make  any  distinction  between  local  authorities  and 
other  traders  carrying  on  industrial  undertakings. 
It  may,  however,  be  observed  that  the  ordinary 
administrative  and  management  expenses  of  such 
loans  are  allowed  as  a deduction  in  arriving  at  the 
profits  of  local  authorities  as  being  in  the  nature 
of  necessary  annual  expenses. 

12.811.  (42)  Certain  questions  of  a general  nature 
have  also  been  raised  by  representatives  of  local 
authorities,  e.g.,  wear  and  tear  allowances,  assess- 
ment on  average,  and  superannuation  fund  allow- 
ances. These  questions  have  been,  or  will  be,  dealt 
with  by  other  official  witnesses. 

Claims  by  City  of  London  Corporation. 

12.812.  (43)  It  should  perhaps  be  explained  that 
the  duties  of  the  Corporation  may  be  divided  roughly 
into  two  main  classes : — 

(a)  the  administration  of  justice  and  the 
management  of  the  City  Estate  consisting 
of  freehold  property  and  markets. 

These  duties  may  be  described  as  the 
City’s  duties  as  a corporate  body.  They 
correspond  approximately  to  those  of  a 


provincial  corporation  acting  by  the 
Borough  Council  under  the  Municipal  Cor- 
porations Act.  The  City’s  income  from 
property  and  markets  is  so  large  that  it 
does  not  require  to  have  recourse  to  rates 
to  meet  the  expenses  incurred  in  the  per- 
formance of  these  duties 
(6)  Duties  as  a Public  Health  Authority. 

These  duties  correspond  approximately 
with  those  of  a provincial  corporation 
acting  by  the  Borough  Council  as  an 
Urban  Sanitary  Authority  under  the 
Public  Health  Act,  1875.  The  City’s  ex- 
penditure under  this  head  is  met  largely 
out  of  rates.  ° J 


anA  ' muuo  uy  me  corporation, 

and  recapitulated  in  paragraph  7,  are  restricted  to 
W*Clt$i.8  S£.mer  ?,nd  exp©nditure  as  a corporate 
body.  The  City  of  London  is  in  the  unique  position 
of  being  exempt  from  the  Municipal  Corporations 
Act  and  is  much  less  restricted  in  the  application 
of  its  income  than  other  municipalities.  If  the  City’s 
income  were  not  so  large,  this  would  operate  to  the 
advantage  of  the  City  in  arriving  at  its  liability  in 
respect  of  interest  paid  on  its  loans.  The  taxed  cor- 
porate income,  however,  is  so  far  in  excess  of  the 
interest  that,  even  without  taking  into  account  the 
effect  of  the  City’s  immunity  from  the  Municipal 
Corporations  Act,  there  is  no  direct  liability  to  tax 
on  such  interest.  In  the  Board’s  view,  however,  there 
is  nothing  to  warrant  a distinction  between  the  City 
Corporation  and  a provincial  Municipal  Corporation 
in  so  far  as  the  question  of  liability  to  Income  Tax 
is  concerned. 


12,814.  (45)  As  regards  the  first  alternative  claim 
(paragraph  7 (a)  ),  I would  refer  to  the  arguments 
adduced  in  paragraphs  25,  26,  and  37  to  39  above. 
It  may  be  observed  that  the  corporate  income  of 
the  City  being  such  that  it  has  not  been  necessary 
to  levy  any  rate  for  the  particular  purposes  to  which 
the  City  Estate  revenues  are  applicable)  Income  Tax 
on  the  City  Estate  income  cannot'  be  said  to  be  an 
effective  burden  on  the  ratepayers  who  are  enjoying 
the  benefit  of  those  services  without  any  cost  to 
themselves. 


12.815.  (46)  With  regard  to  the  second  alternative 
claim  (paragraph  7 (6)  ) that"  expenses  incurred  by 
the  Corporation  in  carrying  out  certain  statutory 
obligations  such  as  Port  of  London  sanitation,  &c., 
should  be  admitted  as  deductible  expenses  in  arriving 
at  the  assessment  on  the  profits  from  markets,  the 
question  involved,  viz.,  the  admissibility  of  the 
deduction  of  sums  not  actually  and  necessarily 
expended  to  earn  the  profits  assessed,  has  been  deter- 
mined in  the  case  of  the  Attorney-General  v.  Scott 
(Chamberlain  of  the  City  of  London),  (1873,  1 T.C. 
55).  The  City  Corporation,  in  the  case  referred  to. 
claimed  to  deduct  the  whole  expenditure  of  the  Cor- 
poration for  the  civil  government  of  the  City  in 
arriving  at  the  Schedule  D liability  in  respect  of 
profits  of  markets,  Ac.  The  Court  of  Exchequer 
held  that  the  profits  from  markets,  Ac.,  were  liable 
to  Income  Tax  under  Schedule  D without'  reference 
to  the  purposes  to  which  they  were  applied ; and 
that  the  proper  principle  upon  which  the  assessment 
should  be  made  was  to  take  each  item  or  head  of 
income  separately  and  to  assess  the  Income  Tax 
upon  the  net  produce  of  such  item,  after  deducting 
from  the  gross  receipts  the  expenses  incurred  in 
earning  and  collecting  the  same. 

12.816.  (47)  The  principle  laid  down  in  this 
decision  has  been  confirmed  by  the  Courts  in  several 
other  cases.  It  is  submitted  that  there  are  no 
grounds  for  overriding  the  existing  law. 

12.817.  (48)  It  will  be  readily  understood  that  if 
the  claim  referred  to  in  paragraph  7 (b)  were 
admitted,  it'  could  not  be  confined  to  the  Oitv  Cor- 
poration, but  would  make  extremely  serious  inroads 
on  the  yield  of  revenue  from  industrial  undertakings 
generally. 


MINUTES  OF  EVIDENCE. 


639 


24  September , 1919.] 


Mr.  A.  F.  Pool. 


12,818. 


APPENDIX  I. 


\Gontinuen . 


List  of  principal  General  Statutes 

General  Statute  and  Authorities  to  which  the  Statute 
applies. 

Public  Health  Act,  1875. — Boroughs  (including 
County  Boroughs),  Urban  District  Councils  and  Rural 
District  Councils. 

Municipal  Corporations  Act,  1882. — Boroughs,  in- 
cluding County  Boroughs,  but  excluding  the  City  of 
London,  City  of  Westminster  and  Metropolitan 
Boroughs. 

Local  Government  Act,  1888.— County  Councils  and 
to  some  extent  County  Boroughs  and  the  City  of 
London. 

Local  Government  Act,  1894.— Parish  Councils  and 
to  sonie  extent  Urban  District  Councils  and  Rural 
District  Councils. 


12,819 


UNDER  WHICH  LOCAL  AUTHORITIES  ACT. 

London  Government  Act,  1899.— Metropolitan 
Boroughs,  including  the  City  of  Westminster.  It 
applies  only  slightly  to  the  City  of  London. 

Legislation  similar  in  scope  to  that  of  the  first 
four  of  the  above  Acts  is  in  force  in  Scotland  and 
Ireland. 

The  City  of  London,  known  in  this  respect  as  an 
unreformed  corporation,  is  in  the  unique  position  of 
being  exempt  from  the  operation  of  the  Municipal 
Corporations  Act,  and  is  much  less  restricted  in  the 
application  of  its  income  than  other  municipalities. 

Each  local  authority,  especially  Borough  Councils 
and  Urban  District  Councils,  may  have  local  Acts  or 
Provisional  Orders  to  supplement  the  General 
Statutes. 


II. 


Summary  of  various  Cases 

1.  Cases  referring  to  Corporate  property  within 
the  General  Buie  No.  1 of  Schedule  A. 

(a)  Those  in  which  the  properties  were  held  to  be 

liable  to  assessment: — 

Municipal  Offices,  occupied  for  the 
ordinary  purposes  of  municipal 
administration. 

Public  baths,  provided  and  maintained 
by  a compulsory  rate  and  yielding  no 
rent  or  profit. 

(Adam  (Edinburgh  Corporation)  v. 
Maughan,  2 T.C.  541.) 

Free  library , of  which  one  room  is  used 
for  a subscription  library. 

(Musgrave  v.  Dundee  Town  Council, 

3 T.C.  552.) 

Buildings  occupied  for  municipal  pur- 
poses. 

(Brown  v.  Smith,  4 T.C.  435.) 

Public  slaughterhouses  debarred  by 
Statute  from  making  profits. 

(Harris  v.  Edinburgh  Corporation, 

5 T.C.  271.) 

Sewers  partly  above  and  partly  below 
ground. 

(Ystradyfodwg  and  Pontypridd  Main 
Sewerage  Board  v.  Bensted,  5 T.C. 

230.) 

(b)  Those  in  which  the  properties  were  held  to 

be  exempt. 

Assize  courts  and  police  stations. 

(Coomber  v.  Justices  of  Berks, 

2 T.C.  1.) 

Burgh  court  ( police  court). 

(Adam  (Edinburgh  Corporation)  v. 
Maughan,  2 T.C.  541.) 

Buildings  occupied  for  the  administration 
of  justice. 

(Brown  v.  Smith,  4 T.C.  435.) 

Free  library. 

(Mayor  of  Manchester  v.  Macadam, 

3 T.C.  491.) 

2.  Cases  referring  to  the  liability  of  profits  or  sur- 
plus income  arising  from  carrying  on  concerns  in  the 
nature  of  trade:- — 

(c)  Those  in  which  the  profits  were  held  to  be 

liable  to  assessment: — 

“ Bate  or  Duty  ” on  coal  landed  on  the 
beach  or  otherwise  brought  into  the 
town. 

(Attorney-General  v.  Black  (Brighton 
Corporation)  1 T.C.  52.) 

Market  tolls,  corn  and  fruit  meiages, 
broker’s  rents,  &c. 

(Attorney-General  v.  Scott  (City  of 
London)  1 T.C.  55.) 

Markets  and  slaughterhouses. 

(Adam  (Edinburgh  Corporation)  v 
Maughan,  2 T.C.  641.) 


DECIDED  IN  THE  COURTS. 

Gasworks. 

(Glasgow  Corporation  Gas  Commis- 
sioners, 1 T.C.  122.) 

Waterworks. 

Surplus  revenue  derived  from  supply- 
ing water  beyond  the  area  of  compul- 
sory supply  and  for  trade  purposes  and 
to  barracks  within  the  area. 

(Glasgow  Corporation  v.  Miller, 
2 T.C.  131.) 

(Allan  v.  Hamilton  Waterworks  Com- 
missioners, 2 T.C.  194.) 

(Dublin  Corporation  v.  McAdam, 
2 T.C.  387.) 

Bulk  supplies  of  water  to  other  local 
authorities  paid  for  by  them  out  of 
compulsory  rates  in  their  areas. 

(Harris  v.  Irvine  Corporation,  4 T.C. 

221.) 

Profits  of  a “ special  rate  ” levied 
on  all  persons  who  take  in  water. 

(Mullingar  R.D.C.  v.  Rowles,  6 T.C. 
85.) 

Barbour  dues. 

(Sowrey  v.  Harbour  Commissioners 
of  King’s  Lynn,  2 T.C.  201.) 

Bank  interest  credited  to  compensation 
fund. 

(Glamorgan  Quarter  Sessions  v 
Wilson,  5 T.C.  537.) 

Bank  interest  received  by  a County 
Council. 

(Matthews  v.  Cork  County  Council, 
5 T.C.  545.) 

Cemetery  profits. 

(Portobello  Town  Council  v.  Sulley, 
2 T.C.  647.) 

(Paddington  Burial  Board  v.  Com- 
missioners of  Inland  Revenue, 
2 T.C.  46.) 

(d)  Case  in  which  the  surplus  was  held  to  be 

exempt : — 

Waterworks — Proceeds  of  compulsory 
Water  Rate. 

(Glasgow  Corporation  Waterworks 
1 T.C.  28.) 

( e ) Cases  in  which  it  was  held  that  expenditure 

of  the  specified  nature  may  not  be  deducted 
in  arriving  at  the  assessable  profit: — 

Expenditure  on  baths,  parks,  industrial 
schools  and  on  utilisation  and  disposal 
of  sewage  charged  against  market 
revenues. 

(Corporation  of  Birmingham,  1 T.C. 
26.) 
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Expenditure  on  the  civil  government  of 
the  City  of  London  and  on  maintenance 
of  police. 

(Attorney-General  v.  Scott,  1 T.C. 
55.) 

Contributions  to  a sinking  fund. 

(Mersey  Docks  v.  Lucas,  2 T.C.  25.) 

(Sowrey  v.  King’s  Lynn  Harbour 
Commissioners,  2 T.C.  201.) 

Expense  of  lighting  public  lamps. 

(Dillon  v.  Haverfordwest  Corpora- 
tion, 3 T.C.  31.) 

(/)  In  the  following  cases  it  was  held  that  the 
ultimate  destination  of  profits  in  no  way 
affected  Income  Tax  liability: — 

Profits  applied  in  aid  of  rates. 

(Attorney-General  v.  Black  (Brighton 
Corporation),  1 T.C.  52.) 

[This  concludes  the 

12.820.  Chairman : Your  paper  is  useful  to  us  as  a 
record  and  is  very  instructive.  We  shall  not  examine 
you  very  much  on  it,  but  it  is  very  useful  for  the 
purpose  of  our  investigation  of  the  matter.  There 
are  two  points  you  might  explain  to  the  Commission ; 
they  are  on  paragraph  8 (a)  and  8 (b),  because  I 
think  the  matter  centres  upon  8 (a)  and  8 (&)? — 

I  think  so,  my  Lord,  and  8 (c)  is  material  also. 

12.821.  Would .you  just  explain  the  position  on 
those  points? — With  regard  to  8 (a),  I think  the 
position  is  this.  The  corporation  raises  loans  and 
has  to  pay  interest  thereon.  That  is  on  one  side  of 
the  account.  On  the  other  side  of  the  account  there 
is  probably  certain  income  that  has  borne  tax.  That 
income  may  include  rents  of  property.  In  all  pro- 
bability also  the  corporation  has  other  property  from 
which  it  does  not  derive  rents.  If  then  the  balance 
is  struck  between  the  two  sides  of  that  account — 
assuming  that  the  only  items  in  the  account  are,  on 
one  side,  interest  paid  from  which  tax  has  been 
deducted,  and  on  the  other  side  taxed  income  re- 
ceived— the  local  authority  would  have  to  account  to 
the  Revenue  for  tax  on  the  excess  of  interest  pa’d 
over  income  received.  But  in  the  London  County 
Council  case  it  was  contended  that  the  tax  paid  on 
property  in  their  own  occupation,  from  which  no  rent 
was  derived,  should  also  be  allowed  to  be  set  against 
the  tax  retained  from  interest. 

12.822.  What  do  you  think  of  that? — I submit,  and 
the  Department  does  not  disagree,  that  that  is  an 
equitable  claim,  although  it  is  not  correct  in  law  at 
present;  but  it  seems,  in  the  opinion  of  the  Depart- 
ment, that  that  is  a claim  that  might  very  well  be 
conceded  to  the  corporation. 

12.823.  Would  there  be  a great  loss  to  the  Revenue 
if  it  were  conceded? — I ought  to  say  that  the  esti- 
mates are,  I am  afraid,  rather  rough,  because  there 
is  very  little  material  available,  but  so  far  as  we  can 
estimate,  the  tax,  estimated  at  6s.  in  the  £,  is  about 
half  a million  a year. 

12.824.  That  is  the  loss? — Yes,  the  loss  at  the 
present  rate  of  tax. 

12.825.  Did  you  see  the  evidence  of  the  corpora- 
tions that  came  before  us? — Yes,  I have  seen  it. 

12.826.  You  do  not  agree  with  it  altogether,  do 
you? — No,  except  in  those  three  main  particulars,  I 
think. 

12.827.  That  is  very  interesting  about  paragraph 
8 (a).  Now  about  paragraph  8 (b)? — The  present 
position  is  this.  The  local  authority,  speaking  gene- 
rally, has  two  funds,  a Borough  Fund  and  a District 
Fund.  Each  of  these  two  funds  is  administered  by 
the  local  authority  as  two  entirely  distinct  trusts.  It 
is  felt  that  the  distinction  is,  to  some  extent,  arti- 
ficial from  an  equitable  point  of  view  though  not  from 
a legal  point  of  view ; and  on  the  ground  of  equity 
we  might  possibly  be  prepared  to  meet  them.  But, 
of  course,  in  law  they  would  have  no  case  at  all  on 
that. 

12.828.  Have  they  a case  in  equity? — My  own 
personal  opinion  is  that  they  have.  The  great 
bulk  of  the  local  authorities  at  the  beginning  of  all 
things  had  these  two  funds.  Certain  of  them,  as  is 
pointed  out  by  the  municipal  authorities  themselves, 
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(Paddington  Burial  Board  v.  Com- 
missioners of  Inland  Revenue, 

2 T.C.  46.) 

Profits  applied  to  the  maintenance  of  the 
affairs  of  the  City. 

(Adam  (Edinburgh  Corporation)  v. 

Maughan,  2 T.C.  541.) 

Profits  credited  to  Common  Good  Fund 
which  was  applicable  to  Burgh  purposes 
including  maintenance  of  staff. 

(Webber  v.  Glasgow  Corporation, 

3 T.C.  202.) 

( g ) In  the  case  of  Stewart  v.  Conservators  of  the 
River  Thames  (5  T.C.  297),  the  Court 
decided  that  as  under  a Private  Act  of  1894 
the  Conservators  were  exempted  in  respect 
of  a particular  property  from  all  Parlia- 
mentary rates,  taxes,  assessments  and  pay- 
ments whatsoever  such  exemption  covered 
Income  Tax. 
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have  gone  to  Parliament  and  obtained  powers  to 
unify  their  two  funds  in  order  to  remove  this  dis- 
ability. It  does  seem,  on  equitable  grounds,  rather 
unfair  that  other,  possibly  less  wealthy,  corporations 
should  suffer  the  restrictions  which  more  wealthy 
ones  have  contracted  themselves  out  of. 

12.829.  But  does  that  unification  make  it  equitable? 
Does  it  give  them  any  more  moral  right  than  those 
who  do  not  unify? — I would  suggest  that  all  should 
be  treated  alike,  and  if  it  is  possible  for  one  to  do 
it  by  going  to  Parliament,  then  it  might  very  well 
be  for  all  to  do  so. 

12.830.  Your  point  is  that  those  who  unify  get  an 
advantage  over  those  who  do  not? — Exactly,  and 
after  all,  I think  it  is  clear  that  it  is  in  no  way  to 
the  prejudice  of  the  ratepayers.  I suppose  the 
separation  of  the  two  funds  was  originally  designed 
for  the  protection  of  ratepayers,  but  this  division 
has  resulted  in  the  protection  to  ratepayers  becom- 
ing a disadvantage  for  Income  Tax  purposes.  Now 
that  position  is  not  dissimilar  possibly  from  para- 
graph 8 (b).  It  is  a legal  question  entirely  just 
as  the  other  is.  In  the  majority  of  cases  where  you 
have  an  industrial  undertaking  started  by  a local 
authority  for  the  good  of  the  community,  it  obtains 
sanction  to  raise  a loan.  Usually  the  Statute  or 
Order  under  which  the  authority  is  given  provides 
that  the  revenue  of  the  undertaking  shall  be  appro- 
priated in  certain  directions:  it  has  to  provide  for 
its  loan  interest  and  for  its  sinking  fund  and  prob- 
ably for  its  reserve  fund.  That  is  possibly  the  more 
general  case.  Then  you  have  another  case;  occa- 
sionally, if  I may  so  term  it,  a more  lucky  corpora- 
tion has  not  those  restrictions,  and  the  whole  of  its 
profits  then  are  available  in  reduction  of  its  debt 
to  the  Revenue  in  respect  of  tax  deducted  from 
interest  paid.  There  again  the  division  or  dis- 
tinction is  a purely  legal  one,  and  I imagine  if  we 
were  starting  a new  world  and  you  were  proposing 
a new  tax  it  is  quite  conceivable  that  some  of  these 
legal  restrictions  would  not  be  imposed. 

12.831.  Thank  you.  Now  you  will  be  examined  on 
some  of  these  points? — If  you  please. 

12.832.  Sir  E.  Nott-Bower:  With  regard  to  your 
sub-paragraph  8 (c),  would  not  the  effect  of  adopting 
the  suggestion  there,  which  you  say  has  much  to 
support  it,  be  that  hardly  any  corporations  in  the 
Kingdom  would  pay  any  Income  Tax  at  all  except  on 
their  interest,  which  of  course  is  borne  by  tiie  people 
who  receive  the  interest.  They  would  not  pay 
any  Income  Tax  on  profits  on  their  industrial  con- 
cerns or  their  properties,  would  they?  I suppose 
few  corporations  would  receive  taxable  profits  in 
excess  of  the  total  interest  they  pay? — You  are 
dealing  solely  with  paragraph  8 (c)? 

12.833.  Yes,  I am  dealing  with  paragraph  8 (c). 
At  the  moment  it  seems  to  me  that  if  we  were  to 
adopt  paragraph  8 (c)  nothing  else  matters  much, 
does  it? — With  paragraph  8 (c)  plus  8 (b)  possibly 
there  would  be  something  in  what  you  say.  I think 
the  position  generally  is  this : that  on  a Borough 
Fund  of  a corporation  you  have  the  liability 
generally,  I expect,  on  profits ; but  on  the  District 
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Fund,  which  is  under  the  Public  Health  Act,  almost 
invariably  I think  the  liability  is  on  interest. 

12.834.  Putting  the  two  together,  can  you  sug- 
gest the  cost? — I have  no  estimates  about  that;  I 
really  ooulid  not  offer  an  opinion  as  to  how  that 
would  work  out.  My  own  suggestion  of  the  cost 
would  bo  about  £600,000. 

12.835.  Only  £600,000? — That  is  so  far  as  we  can 
estimate,  at  6s.  duty,  on  paragraph  8 (c)  only. 

12.836.  Is  that  in  addition  to  the  £500,000? — 
That  is  certainly  in  addition  to  the  £500,000. 

12.837.  Chairman : On  paragraph  8 (b)  how  much? 
— I suggest  £400,000  there,  but  I would  like  to  point 
out  that  those  three  are  not  cumulative.  The 
total  relief,  if  you  conceded  the  three,  would  not  be 
the  sum  of  the  three.  It  would  possibly  be  1£ 
millions,  I should  think. 

12.838.  Sir  E.  Nott-Bower:  That  is  a very  sub- 
stantial sum  to  throw  away.  This  is  very  intricate 
and  unfortunately  I was  not  present  when  the  Muni- 
cipal Corporations  gave  their  evidence.  With  regard 
to  paragraph  8 (a)  you  would  agree,  would  you 
not,  that  you  propose  to  throw  over  the  decision 
of  the  House  of  Lords? — Yes,  that  I fear  is  in- 
volved in  my  suggestion. 

12.839.  You  have  read  Lord  Macnaghten’s  judg- 
ment, no  doubt? — Yes. 

12.840.  Lord  Macnaghten  argued  the  case  on  its 
merits  really,  and  said  if  they  came  to  any  other 
decision  than  they  did  the  Revenue  would  lose 
tax  that  it  ought  to  get.  That  was  the  substance 
of  Lord  Macnaghten’s  decision? — Yes. 

12.841.  Have  you  come  to  the  conclusion  that 
Lord  Macnaghten  was  wrong? — Not  on- the  existing 
law. 

12.842.  But  I suggest  to  you  that  Lord  Macnaghten 
did  not  base  it  on  the  ground  of  the  existing  law.  He 
clearly  stated  that  he  thought  that  ought  to  be  the  law 
and  that  if  it  was  not  the  law  certain  very  unjustifiable 
results  would  follow  ? — When  the  analogy  of  a private 
individual  is  pressed  the  position  of  the  local  authority 
becomes  a rather  difficult  one  to  defend,  because 
of  course,  as  you  are  well  aware,  a private  indi- 
vidual who  occupies  his  own  house  does  not  pay 
tax  on  mortgage  interest  on  that  house  in  addition 
to  tax  assessed  on  the  house,  if  he  is  charged  on 
that  house  he  is  allowed  to  retain  the  tax  deducted 
from  the  interest  and  not  pay  it  separately. 

12.843.  Was  not  that  factor  present  to  Lord  Mac- 
naghten’s mind? — It  should  have  been. 

12.844.  And  did  he  not  say  that  that  was  a false 
analogy,  that  the  position  was  different? — I think 
the  analogy  is  a sound  one. 

12.845.  But  Lord  Macnaghten  thought  the  analogy 
was  false,  did  he  not? — Yes,  I presume  so. 

12.846.  Sir  W.  Trower : On  broad  principles,  do 
you  put  a distinction  between  works  which  are 
undertaken  for  public  purposes,  and  works  which  are 
undertaken  for  purely  local  purposes  ? — Yes,  I do 
suggest  there  is  a difference. 

12.847.  Would  you  admit  that  that  was  the  under- 
lying principle? — Are  you  referring  to  works  and 
properties  ? 

12.848.  Property  and  works? — Yes,  property. 

12.849.  Property  and  businesses? — The  statutory 
duty  that  is  in  a way  compulsorily  undertaken  by 
local  authorities  I place  in  one  category,  and  volun- 
tary services,  such  as  tramways  and  so  forth,  I 
place  in  another. 

12.850.  To  illustrate  it  from  the  evidence  on  behalf 
of  the  City  Corporation  for  instance,  they  claim 
the  Freemen’s  Orphan  School  as  an  entirely  local 
matter? — Yes. 

12.851.  And  for  that  you  would  not  give  any  relief, 
because  it  was  purely  local? — Yes,  quite  so,  except, 
of  course,  to  the  extent  that  there  are  specific 
endowments  for  that  school. 

12.852.  Of  course,  to  that  extent;  but  I am  dis- 
tinguishing between  public  purposes  and  local  pur- 
poses?— Yes,  quite. 

12.853.  You  would  tax  corporations  for  purely 
local  purposes,  and  not  for  public  purposes? — Yes, 
broadly.  I think. 

12.854.  Then,  if  you  put  it  on  that  ground,  why 
do  you  free  the  public  buildings,  which  are  purely 
looal?  You  would  tax  the  public  buildings  on  those 
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grounds? — I do  not  think  I suggested  that  purely 
local  buildings  should  be  relieved. 

12.855.  That  local  buildings  should  not  be  relieved 
on  those  grounds? — Exactly. 

12.856.  Then  as  regards  setting  off  loss  on  one 
undertaking  against  another,  you  were  speaking  just 
now  of  the  equity.  Do  you  think,  apart  from  those 
Acts  which  certain  wealthy  corporations  have  ob- 
tained, there  is  any  equity?  May  I illustrate  it  in 
this  way?  A municipality  makes  a loss  on  one 
undertaking,  and  it  buys  up  another  which  is  paying 
a heavy  Income  Tax  to  the  Crown  on  its  profits; 
and  the  effect  of  municipal  trading,  in  that  way, 
is  to  make  a very  large  loss  of  revenue  to  the 
Crown,  is  it  not? — Yes. 

12.857.  Would  you  defend  that  proposition?  Is 
there  any  equity  in  that? — After  all,  Income  Tax  is 
only  a tax  on  income  or  profits,  and  if  there  is  no 
profit,  there  is  no  tax. 

12.858.  I quite  understand  your  view ; I was  putting 
it  in  that  way? — I do  not  see  why  they  should  not  be 
relieved. 

12.859.  Therefore  you  would  admit  that  municipal 
trading  is  a danger  to  the  Government,  in  that  way? 
—Yes,  I suppose  it  is.  There  would  be  loss  of  revenue. 
Of  course,  as  I point  out,  the  whole  subject  involves 
the  question  between  public  and  private  enterprise, 
which  I presume  is  not  a matter  to  be  dealt  with  by 
Income  Tax  law. 

12.860.  In  paragraph  12  of  your  statement,  you  say  : 
“ The  liability  of  a local  authority,  so  far  as  loan 
interest  and  other  annual  charges  are  concerned,  is 
computed  on  similar  lines  (apart  from  exceptions  dealt 
with  in  this  evidence)  to  those  on  which  the  liability 
of  a private  person  is  determined.  Accountability  for 
tax  thereon  exists  only  to  the  extent  that  such  charges 
exceed  the  taxed  or  taxable  income  available  for  pay- 
ment thereof  ” ? — Yes. 

12.861.  Is  not  that  putting  it  rather  too  high?  Do 
you  distinguish  between  a corporation  and  a club  that 
has  no  taxable  income? — I am  only  speaking  there  of 
the  liability  of  a local  authority  so  far  as  loan  interest 
is  concerned.  Accountability  for  tax  on  loan  interest 
is  only  to  the  extent  that  such  charges  exceed  the  tax- 
able income. 

12.862.  I understand  you  put  it  in  this  way,  that 
where  an  individual  borrows  money  on  mortgage  on  a 
house  which  he  is  building,  he  may  deduct  the  interest ; 
that  is  really  what  it  comes  to? — Yes. 

12.863.  I only  wanted  to  have  that  quite  clear.  I 
think  you  have  stated  it  a little  more  fully  than  you 
intended? — I see  the  point. 

12.864.  Mr.  Holland-Martin : In  paragraph  8 (a), 
you  use  the  expression:  “the  annual  value  of  pro- 
perty owned  and  occupied  by  them,  and  producing  no 
revenue.”  Will  that  cover  a municipality  with  large 
offices  for  municipal  trading? — No;  the  offices  for 
municipal  trading  would  be  part  of  the  particular 
undertaking  itself,  I take  it. 

12.865.  You  would  eliminate  that? — Yes;  I do  not 
include  that  in  property  producing  no  revenue. 

12.866.  Then  it  would  vary  with  whether  a profit 
was  produced  or  not? — Speaking  generally,  if  you 
have  an  industrial  undertaking,  the  offices  of  that 
undertaking  are  at  the  works  of  the  undertaking ; but 
in  some  cases  some  portion  of  the  town  hall  might  be 
set  apart  for  that  particular  purpose. 

12.867.  Mrs.  Knowles : I do  not  quite  understand 
whether  you  propose  to  exempt,  for  instance,  a tram- 
way from  Income  Tax,  and  tax  a corresponding 
private  company  who  are  running  buses.  Would  not 
that  be  rather  unfair? — Oh,  no.  I tried  to  make  it 
clear  that  my  idea  is  that  all  trading  of  a public 
authority,  in  the  present  state  of  the  law,  at  all 
events,  should  be  charged — tramways,  gasworks, 
waterworks,  and  so  forth ; all  such  undertakings 
should  be  taxed,  because  until  the  general  principle  of 
private  versus  public  enterprise  is  determined  in  some 
other  manner,  it  seems  to  me  that  no  relief  should  be 
given  to  a public  trader  which  is  not  enjoyed  by  a 
private  trader.  If  later  on  it  becomes  a settled  policy 
of  the  country  that  public  trading  is  to  be  relieved,  or 
subsidised,  if  you  like,  I would  suggest  that  then 
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might  come  the  time  for  relief  in  respect  of  Income 
Tax ; but  at  the  moment  it  seems  to  me  to  be  unfair  to 
give  relief  from  Income  Tax  to  a public  enterprise, 
which  in  effect  would  mean  relieving  public  enterprise 
at  the  expense  of  private  enterprise. 

12.868.  But  I thought  you  agreed  just  now  that  if 
a municipality  bought  up  an  undertaking  which  was 
making  a profit,  and  set  that  against  one  which  was 
not  making  a profit,  and  was  allowed  to  extinguish 
Income  Tax  in  that  way,  that  would  be  injuring  the 
private  trader? — That  is  really  all  in  accordance  with 
the  present  Income  Tax  law.  If  a man  has  two 
businesses,  and  one  is  making  a profit  and  the  other 
is  making  a loss,  he  is  only  taxed  on  the  net  result 
of  the  two;  and  I would  suggest  that  a corporation 
should  be  in  the  same  position,  at  all  events,  as  a 
private  trader,  no  better  and  no  worse. 

12.869.  But  then  it  does  seem  to  me  that  he  is 
allowed  to  extinguish  Income  Tax  on  a profitable 
undertaking  in  that  case? — Yes.  If  there  was  a loss 
incurred  on  a particular  business,  which  possibly 
previously  was  carried  on  by  a company  at  a profit, 
that  result  might  ensue,  but  that  is  inseparable  from 
the  present  law.  If  there  are  two  undertakings  in 
one  fund,  a gasworks  and  a tramway,  and  one  is 
carried  on  at  a loss  and  the  other  at  a profit,  we 
now  have  to  allow  the  loss  on  the  one  against  the 
profits  of  the  other,  and  only  charge  Inoome  Tax 
in  effect  on  the  balance. 

12.870.  Then  you  are  proposing  to  treat  local 
authorities  in  the  same  way;  is  that  it? — So  far 
as  that  is  concerned,  we  are  doing  it  at  the  moment, 
and  it  is  not  proposed  to  make  any  alteration  in  that. 

12.871.  But  then  the  local  authority  is  able  to  set 
up  a monopoly  and  the  private  trader  is  not,  which 
is  a very  different  position? — That  is  true.  But  if 
you  have  the  waterworks  of  an  area  run  by  a private 
company,  or  a tramway,  you  have  really  to  some 
extent  a monopoly  there  also,  of  course. 

12.872.  But  not  if  someone  else  can  run  buses  or 
motor-cars  ? — That  is  so. 

12.873.  I do  riot  think  that  your  view  seems  equit- 
able there;  however,  that  is  merely  my  opinion. 

12.874.  Mr.  Graham:  I gather  that  the  position 
generally  is  that  you  are  opposed  to  anything  in  the 
way  of  taxation  which  penalizes  the  private  trader 
of  the  locality,  and  gives  the  municipality  an  advan- 
tage which  it  would  get  if  it  were  exempt? — Might 
I just  interrupt  there.  I suggest  that  the  Royal 
Commission  will  probably  assume  that  that  is  not  a 
part  of  its  functions. 

12.875.  In  the  case  of  sewers,  which  has  been  de- 
bated for  a long  time  now,  I notice  that  you  suggest 
they  are  exceptional,  and  exemption  might  be  given. 
Is  that  on  the  ground  that  there  can,  of  course,  be 
no  competition  at  all  in  the  provision  of  sewers? — 
Yes.  There  could  be,  of  course,  but  as  a matter  of 
fact  there  is  not,  because  there  are  no  sewers  in  this 
country  other  than  those  owned  by  local  authorities. 

12.876.  Let  us  pass  to  something  which  is  not  so 
very  far  away:  washhouses  and  baths,  and  so  on. 
Take  a municipality  which  is  providing  that  service 
in  the  absence  of  all  private  competition  in  that 
locality.  Would  you  adhere  to  the  view  that  Income 
Tax  should  be  paid  in  those  circumstances,  although 
no  private  individual  can  be  injured  at  all? — Yes,  I 
think  so.  My  test  rather  is  this:  not  what  is  done, 
so  muck  as  what  might  be  done.  I admit  possibly 
that  is  rather  weak  when  you  come  to  sewers,  because 
you  could  have  a sewer  owned  and  conducted  by 
private  enterprise;  but  in  fact  you  do  not.  The 
proper  test,  I think,  is,  what  could  be  done  by  private 
enterprise ; and  if  it  can  be  done  by  private  enter- 
prise, in  my  opinion  there  is  no  reason  why  public 
enterprise  should  be  relieved  from  taxation. 

12.877.  I think  you  will  admit,  without  going  into 
the  argument  either  of  public  trading  on  the  one 
hand  or  private  trading  on  the  other,  the  tendency 
is  for  the  municipality  to  provide  these  services. 
Would  that  be  admitted? — Yes,  I think  so. 

12.878.  Then  in  districts  where  there  is  no  com- 
petition at  all,  why  adhere  to  Income  Tax  when  in 
point  of  fact  the  revenue  from  these  undertakings 
would  very  likely  lead  to  that  locality  making  less 
demand  on  the  State  in  other  connections  than  it 


would  if  the  tax  were  levied? — I thought  you  were 
looking  upon  the  country  as  a whole. 

12.879.  I am,  of  course,  hut  I am  taking  the  dis- 
trict, for  a moment? — After  all,  I suppose  competi- 
tion operates  throughout  the  whole  of  the  country, 
and  it  does  not  matter  much,  does  it,  whether  you 
have  one  rating  unit  which  provides  its  own  par- 
ticular commodity  or  not.  Have  you  not  to  look  at 
the  whole  question  of  the  country  at  large? 

12.880.  I am  looking  quite  in  that  way,  but  my 
point  at  the  moment  is  this.  That  competition  hav- 
ing gone  in  this  particular  service,  taking  the  locality 
mainly  into  account — I agree  that  from  the  point  of 
view  of  the  country  the  proposition  is  different — there 
is  no  case  locally,  so  to  speak,  for  continuing  the  tax, 
because  private  enterprise  has  vanished? — That  is 
quite  true. 

12.881.  So  that,  assuming  that  this  became  general, 
it  would  tend  to  simplify  and  solve  itself,  would  it 
not? — Yes,  I suppose  it  would. 

12.882.  Mr.  Walker  Clark : In  paragraph  18  you 
refer  to  the  Leeds  Act,  where  Leeds  got  the  two  funds 
consolidated.  Did  the  Inland  Revenue  appear  before 
the  House  of  Commons  Committee  when  that  Bill 
was  brought  forward? — I believe  not. 

12.883.  As  a matter  of  fact  the  Inland  Revenue 
were  caught  asleep,  were  they  not? 

12.884.  Chairman : Do  you  acknowledge  that,  Mr. 
Pool? — No;  I do  not  think  I should  admit  that. 

12.885.  Mr.  Walker  Clark : Are  you  aware  that  the 
distinction  which  you  describe  as  an  artificial  dis- 
tinction— between  the  two  funds,  the  Borough  and 
the  District  funds,  was  originally  designed  as  a pro- 
tection to  certain  ratepayers.  There  is  a very  vital 
distinction  between  those  two  funds? — As  between 
one  fund  and  the  other  for  rating  purposes. 

12.886.  And  for  Imperial  Reveuue  purposes,  tooP 
— I think  the  distinction  arose  altogether  apart  from 
Imperial  purposes;  it  is  a purely  rating  one. 

12.887.  Certainly  it  did,  but  it  arose  for  a very 
definite  reason.  One  was  a service  which  was  confined 
to  the  borough,  and  the  other  was  a service  which  was 
very  largely  a district  service? — Yes. 

12.888.  And  in  a great  number  of  cases — take 
Leeds,  which  is  your  favourite  case — there  is  diffe- 
rential rating  in  different  areas  because  of  the  com- 
bined fund  ? — There  were,  of  course ; not  now. 

12.889.  There  is  to-day? — The  area  is  the  same. 

12.890.  The  area  is  the  same,  but  there  is  a 
differential  rate  within  the  area? — Yes. 

12.891.  And  the  ratepayers  affected  by  the  amalga- 
mation of  the  two  rates  did  appear  before  Parliament 
and  get  relief? — Yes. 

12.892.  And  the  Inland  Revenue  did  not  appear 
before  Parliament,  and  therefore  got  no  relief?-^- 
That  is  so. 

12.893.  Therefore  you  'were  asleep.  May  I put 
another  point?  You  stated  just  now,  I think,  that 
gasworks  and  tramways  and  waterworks  and  all  trad- 
ing concerns  conducted  by  the  municipality  should 
be  taxed  provided  they  made  a profit? — Yes. 

12.894.  But  is  there  not  a very  real  distinction 
between  a municipality  working  these  concerns,  and 
a private  company  working  them?  The  private  com- 
pany works  them  for  profit;  the  municipality,  at 
least  when  I was  in  a municipality,  worked  them  for 
the  public  good,  and  to  make  no  profit? — As  a fact, 
of  course,  you  did  make  profits,  did  you  not? 

12.895.  I say  we  did  not? — If  you  did  not,  then 
there  was  no  tax  payable. 

12.896.  But  there  ought  to  have  been  a tax  payable? 
— You  ought  to  have  mad©  profits. 

12.897.  Certainly  we  ought.  Are  you  not  pleading 
here  for  a remittance  of  tax  of  1}  millions  in  these 
three  clauses,  for  people  who  are  well  able  to  pay,  and 
who  would  pay  for  these  very  services,  provided  they 
were  not  municipally  controlled? — Not  1£  millions. 

12.898.  The  total  of  (a),  (6)  and  (c)  is  1£  millions; 
you  said? — Some  of  those  are  what  you  might  term 
.semi-national  properties  that  do  not  make  profits, 
town  halls,  for  example. 

12.899.  I am  not  sure  whether  they  make  profits  or 
not.  Take  the  case  of  a town  hall.  There  are  many 
town  halls  I know,  where  they  have  very  large  halls 
which  are  used  for  concerts  and  entertainments,  and 
some  for  picture  shows,  systematically,  and  where  a 
large  profit  is  made? — I thought  you  were  speaking 
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rather  more  of  the  thoroughly  industrial  concerns, 
such  as  waterworks  and  gasworks. 

12.900.  I was  thinking  of  your  (a),  ( b ) and  (c). 

12.901.  Chairman : Have  you  got  evidence  that  they 
make  money? 

12.902.  Mr.  Walker  Clark  : They  do— the  hall  itself. 

12.903.  Chairman : Have  you  ever  got  a profit  and 
loss  account  on  the  hall,  to  show  that  they  have  made 
money  ? 

12.904.  Mr  Walker  Clark:  I would  not  say  they 
have  a profit  and  loss  account,  but  on  the  hall  itself, 
independently  of  the  building,  there  would  be  a profit 
made.  I have  no  doubt  the  Inland  Revenue  have 
watched  that  point ; but  this  is  the  suggestion  of 
the  witness,  as  I take  it,  on  (a),  (6)  and  (c).  He  does 
not  definitely  say  it  ought  to  be  admitted ; he  says : 
“ It  might  be  admitted,”  “ There  is  a good  deal  to 
support  it,”  and  “has  much  to  support  it”;  that  is 
the  remission  of  a tax  of  1£  millions;  but  if  those 
were  not  administered  by  the  local  authority,  those 
same  things  would  be  taxed? — Yes. 

12.905.  Chairman : On  (a)  ? — On  (a),  of  course,  the 
point  is  rather  different,  I think,  because  if  you  had 
a gasworks  conducted'  by  a company,  then  (a)  dis- 
appears, and  all  your  profit  would  be  taxed  then; 
there  would  be  no  question  of  any  properties  being 
non-productive.  So  it  is  not  oorrect,  I think,  to  say 
that  there  is  a question  of  a million  and  a quarter 
between  us. 

12.906.  Mr.  Walker  Clark : It  is  on  the  three 
points? — (a)  is  absolutely  inoperative  when  you  con- 
sider that. 

12.907.  Just  one  other  point,  about  sewers.  You 
suggest  that  sewers  should  be  outside  taxation? — 
Yes,  public  sewers. 

12.908.  Are  you  aware  that  many  public  sewers 
pass  through  two  or  three  authorities? — Yes. 

12.909.  And  that  one  authority  charges  a heavy 
rental  for  the  user  by  another  authority? — A rental, 
yes. 

12.910.  A heavy  rental,  in  some  cases? — My  ex- 
perience is  that  the  charge  made  is  only  a reasonable 
one  to  cover  all  expenses. 

12.911.  On  that  rent  received,  they  are  at  present 
taxed? — In  some  cases.  As  I suggest,  there  is  con- 
siderable inequality.  Only  those  sewers  that  are  rated 
are  assessed. 

12.912.  I think  there  are  two  lines  of  argument. 
There  is  the  ground  of  what  you  call  equity? — Yes. 

12.913.  And  secondly,  there  is  the  ground  of  uni- 
formity between  a private  individual,  and  a corpora- 
tion on  the  'one  hand,  and  between  two  different 
corporations,  one  that  was  smart  where  the  Inland 
Revenue  was  not  smart,  and  the  other  going  jogging 
along  in  the  old  way.  But  is  there  not  a vital  differ- 
ence, which  has  already  been  pointed  out,  between 
the  private  individual  and  the  public  authority;  one 
is  governed  by  Statute,  and  the  other  is  not;  and  there 
are  many  other  statutory  differences  between  the  two? 
— Yes. 

12.914.  There  is  no  vital  similarity  between  the 
private  individual  on  the  one  hand  and  the  corpora- 
tion on  the  other  ? — Except  that  in  one  case  you  have 
the  local  authority  carrying  on  an  industrial  concern, 
and  in  the  next  area  you  have  a private  individual 
carrying  on  the  same  thing. 

12.915.  One  is  carried  on  for  profit,  and  the  other 
is  carried  on  for  glory? — It  is  often  claimed  that 
they  make  big  profits  from  these  industrial  under- 
takings, which  go  to  relieve  rates. 

12.916.  Mr.  Marks:  Referring  to  some  questions 
which  the  previous  Commissioner  has  asked,  I see  that 
not  only  the  Corporation  of  Leeds  but  some  of  the 
other  large  cities  have  obtained  these  special  Acts? 
— Yes. 

12.917.  Is  it,  or  is  it  not,  a fact  that  the  Inland 
Revenue  were  caught  napping  when  these  Bills  were 
before  the  House  of  Commons? — I really  am  not 
able  to  answer  that  question  at  all.  They  might 
not  have  had  any  locus  standi  in  the  matter. 

12.918.  Is  it  within  your  knowledge  that  the 
position  was  considered  by  the  Inland  Revenue 
authorities  and  that  they  determined  not  to  oppose 
these  Bills  as  a question  of  policy?— I really  do  not 
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know  at  all.  I very  much  doubt  whether  the  matter 
was  brought  to  their  notice. 

12.919.  Is  it  a correct  statement  of  the  views  of 
the  Inland  Revenue,  as  set  forth  in  this  memo- 
randum, that  they  desire  to  put  the  corporations  on 
the  same  footing  inter  se , and  that  so  far  as  they 
compare  with  the  ordinary  taxpayer  they  desire  to 
put  them  on  the  same  footing  inter  se? — Yes,  I 
think  so. 

12.920.  That  is  a correct  summary  of  the  posi- 
tion ? — Precisely. 

12.921.  As  regards  the  question  of  profits  which  the 
municipal  authorities  might  make  by  entering  on 
trading  enterprises,  is  it  not  within  their  power  now 
so  to  reduce  their  charges  that  they  make  no  profit 
or  a negligible  profit? — Yes,  I think  so. 

12.922.  And  in  that  case  they  would  escape  taxa- 
tion?— On  profits,  yes. 

12.923.  On  the  present  basis  of  taxation  they  would 
escape? — No,  they  would  not  entirely  escape.  They 
would  be  in  this  position.  A local  authority,  of 
course,  must  pay  its  way  for  its  undertaking,  and  as 
it  was  heavily  encumbered  probably,  at  the  be- 
ginning by  loans  obtained  in  order  to  establish  or 
purchase  the  undertaking,  it  has  to  provide  a sink- 
ing fund.  Now  clearly  it  has  got  to  base  its  charges 
to  recoup  it  for  all  its  expenditure,  so  that  the 
charges  would  include  something  for  the  sinking 
fund.  Now  sinking  fund,  as  we  know,  is  not  a 
deduction  from  profits  for  Income  Tax  purposes.  So 
that  you  might  be  in  this  position : that  a corpora- 
tion would  so  adjust  its  charges  for  a particular 
undertaking  that  the  assessment  on  the  profits 
would  really  be  the  profit  plus  sinking  fund.  You 
might  be  in  that  position ; so  there  would  still  be  an 
assessment;  although  on  a commercial  basis,  if  you 
like  to  describe  it  as  such,  there  would  be  no  real 
balance  of  profit  to  the  corporation. 

12.924.  That  is  to  say,  that  on  a certain  amount  of 
their  receipts  they  would  have  to  pay  Income  Tax 
because  of  the  statutory  obligations  imposed  on  them 
in  the  way  of  sinking  fund? — Exactly. 

12.925.  Is  it  not  the  fact  that  supposing  a tramway 
undertaking,  for  instance,  were  conducted  at  a loss, 
the  corporation  is  in  a position  to  have  recourse  to  the 
rates  ? — Yes. 

12.926.  And  in  that  case  they  would  not  only  escape 
taxation,  but  they  would  be  able  to  recoup  themselves 
for  any  loss? — Quite. 

12.927.  Mr.  Birley : In  paragraph  8 (e),  you  say : 
“ the  admission  of  the  claim  for  exemption  of  profits  of 
industrial  undertakings  carried  on  by  local  authorities 
would  be  unfair  to  other  trading  taxpayers.”  Can 
you  tell  me  whether,  in  your  opinion,  in  principle 
such  industrial  undertakings  are  not  co-operative 
undertakings  with  the  same  meaning  to  the  word  “ co- 
operative ” as  in  Co-operative  Societies? — There  is 
possibly  an  analogy  between  the  two,  but  I think 
there  is  a difference.  Take  the  tramway,  for  example, 
which  is  possibly  a fair  example.  The  tramway  in  a 
borough  is  not  used  solely  by  people  in  that  borough. 

12.928.  No,  but  a co-operative  store  is  not  only  used 
by  the  members? — Both  members  and  non-members 
benefit  to  some  extent.  I understand  they  all  get  a 
bonus  on  the  purchases,  but  non-members  get  a smaller 
bonus. 

12.929.  May  I put  it  in  another  way?  Those  tram- 
ways are  put  down  primarily  for  the  benefit  of  the 
ratepayers ; they  would  not  be  put  down* for  the  benefit 
of  outsiders? — Yes,  that  is  true. 

12.930.  And  gasworks  are  practically  entirely  for 
the  benefit  of  the  ratepayers  ? — Yes. 

12.931.  And  electrical  works  ? — Yes. 

12.932.  Can  you  defend  a difference  in  treatment 
between  the  two,  so  far  as  the  taxation  of  the  results 
of  trading  are  concerned — I do  not  call  them  profits, 
because  in  some  cases  they  are  considered  profits  and 
in  some  cases  they  are  not  considered  profits.  Can 
you  defend  a difference  in  the  treatment  of  the  two? 
— It  was  necessary,  of  course,  to  have  a direct  Statute 
to  exempt  a Co-operative  Society  from  Income  Tax. 

12.933.  But  I meant  rather  in  equity? — I do  not 
know  that  it  is  entirely  in  equity. 
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12.934.  Can  you  defend  it  in  equity  ? Is  it  a reason- 
able thing  that  they  should  have  a difference  of  treat- 
ment so  far  as  the  taxation  of  profits  or  results  is  con- 
cerned?— I certainly  think  that  profits  made  by  a 
mutual  concern  might  very  conceivably  be  assessable 
to  Income  Tax.  As  a matter  of  fact  it  is  not  the  prac- 
tice, and  I suppose  it  is  opposed  to  the  spirit  and  the 
letter  of  the  taxing  Acts  to  charge  purely  mutual 
profits.  But  if  your  test  for  taxation  is  mere  ability 
to  pay,  then  mutual  profits  would  be  just  as  much 
assessable  to  Income  Tax,  I should  think,  as  non- 
mutual profits. 

12.935.  The  great  bulk  of  the  so-called  profits  of 
municipal  industrial  undertakings  come  from  the 
ratepayers  and  are  therefore  mutual? — To  a very 
great  extent,  I suppose,  they  are  mutual. 

12.936.  Mr.  McLintock : Have  you  any  informa- 
tion as  to  what  total  amount  of  tax  would  be  lost 
if  you  were  to  relieve  municipalities  and  corpora- 
tions altogether? — You  are  referring  of  course  to 
profits,  not  to  loan  interest. 

12.937.  Except  with  these  set-offs,  which  they  are 
deprived  of,  such  as  a private  individual  get;  I 
am  not  simply  taking  into  account  the  taxes  to  be 
paid? — There  again  statistics  are  very  difficult  to 
obtain.  There  are  no  public  statistics,  owing  to  the 
War,  I think,  later  than  1913  that  are  of  any  use 
at  all,  but  as  near  as  I can  get  at  it,  I think  it 
would  cost  about  2J  millions  at  the  present  rate 
of  tax  if  the  pure  profits  of  local  authorities  were 
not  charged. 

12.938.  And  you  agree  that  local  authorities  could, 
if  they  thought  fit,  have  no  profits  except  the  sinking 
fund  profit  of  which  you  spoke? — I think  so.  Might 
I make  one  reservation?  I said  sinking  fund;  but 
the  same  might  apply  to  certain  reserve  funds,  which 
are  very  similar  in  principle  to  sinking  funds.  I 
think  a local  authority  could  get  rid  of  its  profits 
except  those. 

12.939.  It  has  been  suggested  that  it  means  a 
tremendous  amount  of  trouble  to  the  Revenue  to 
deal  with  Municipal  Corporations,  and  that  in  prin- 
ciple they  should  not  be  assessed  at  all.  Do  you 
agree  with  that  view? — My  own  personal  great  ob- 
jection to  that  would  be  that  it  would  be  subsidis- 
ing or  relieving  public  trading  while  you  are  charg- 
ing private  trading. 

12.940.  But  they  have  the  remedy  in  their  own 
hands:  they  may  apply  their  profits  in  relief  of 
rates,  in  which  case  they  are  assessed  as  at  present, 
or  they  may  reduce  their  charges  for  the  service, 
which  is  done  by  some  corporations,  and  there  is 
no  tax  payable? — Yes. 

12.941.  Do  you  approve  of  the  principle  under- 
lying that,  of  abolishing  taxation? — I should  not 
like  to  say  abolishing  the  taxation  of  profits.  Re- 
ference has  been  made  to  Co-operative  Societies.  As 
you  are  aware,  Co-operative  Societies  are  exempt 
from  Income  Tax  by  Statute  for  certain  reasons. 
I think  it  is  correct  that  every  year  when  the 
Finance  Bill  is  introduced  into  the  House  of  Com- 
mons there  are  any  number  of  deputations  against 
Co-operative  Societies  by  private  traders  who  are 
opposed  to  their  exemption,  and  I should  imagine, 
or  suggest,  that  if  you  relieve  the  profits  of  muni- 
cipal trading  you  will  have  private  traders  all  over 
the  country  coming  up  repeatedly  every  year  and 
opposing  it. 

12.942.  It  would  relieve  the  ratepayers? — It  would 
relieve  the  ratepayers,  but  the  traders  themselves 
I feel  sure  would  oppose  it  very  strongly. 

12.943.  Speaking  generally,  in  gas  works'  tram- 
ways, waterworks  and  such  like  undertakings  there 
is  no  competition? — You  have  cases  of  electric  light 
works  operating  in  the  same  area  as  a gas  works 
or  the  converse.  You  have  competition  there.  And, 
of  course,  as  was  suggested  by  a member  of  the 
Coinmission  just  now,  you  might  have  buses  against 
trams. 

12.944.  Your  view  is  that  unless  they  like  to  get 
relief  by  reducing  their  charges  and  making  no 
profit,  you  should  continue  to  tax  them? — Most 
certainly. 

12.945.  Mr.  Kerly : It  has  been  suggested  that  the 
Inland  Revenue  were  caught  napping  when  a certain 
private  Bill  came  before  Parliament? — Yes. 


12.946.  Have  you  any  reason  to  suppose  that  the 
Inland  Revenue  would  have  had  any  locus  standi  to 
be  heard  upon  that  Bill? — I should  think  not. 

12.947.  Perhaps  that  is  why  they  did  not  go? — Yes. 

12.948.  Mr.  Mackinder : Is  it  not  one  of  the  Stand- 
ing Orders  that  the  House  of  Commons  Committee 
is  bound  to  consult  the  Department  concerned? 

12.949.  Mr.  Kerly : I think  it  is,  but  then,  was  this 
Department  concerned  ?— On  the  face  of  the  Bill  I 
should  say  this  Department  was  not  concerned  at  all. 

12.950.  Mr.  Mackinder : The  Revenue  is  con- 

cerned?— I do  not  think  that  would  be  very  obvious 
on  the  Bill  itself ; I should  have  thought  not. 

12.951.  Mr.  Kerly:  I do  not  express  any  opinion 
about  it,  but  it  certainly  seems  to  me  to  be  very  pro- 
blematical whether  the  Inland  Revenue  would  have 
any  locus  standi? — I should  have  thought  not. 

12.952.  That  may  be  the  explanation? — Yes. 

12.953.  As  regards  trading  profits  made  by  a muni- 
cipality, you  suggest  that  they  stand  in  a separate 
position  from  the  other  claims? — Yes. 

12.954.  If  a municipality  chooses  to  carry  on  busi- 
ness and  make  a profit  in  relief  of  its  general  rates, 
both  from  its  own  constituents  and  from  outsiders,  is 
there  any  reason  why  it  should  not  be  treated  as  a 
trader  and  charged  Income  Tax  upon  those  profits? — 
None  at  all  so  far  as  I am  aware. 

12.955.  If  it  does  not  make  any  profit  then  of 
course  it  pays  no  Income  Tax? — Quite. 

12.956.  Is  the  other  main  head  of  tax,  tax  as 
owners  of  land? — Yes. 

12.957.  As  an  owner  of  land  what  is  suggested  is 
that  it  should  be  treated  .ns  owner  of  all  its  land, 
and  be  able  to  put  charges  in  respect  of  one  against 
the  fact  that  it  has  to  pay  tax  upon  others? — Yes. 

12.958.  And  that  is  what  a private  owner  could  do? 
— Quite. 

12.959.  As  regards  the  trading  profit,  you  say  that, 
quite  apart  from  profits  in  the  ordinary  sense,  if  it 
has  a sinking  fund  and  therefore  raises  a revenue  in 
order  to  meet  the  sinking  fund,  it  has  in  any  event  to 
pay  Income  Tax  upon  the  amount  so  appropriated  ? — 
Yes. 

12.960.  The  real  position  is  this  then : that  start- 
ing with  borrowed  capital  and  being  under  an  obliga- 
tion to  repay  its  borrowed  capital,  it  really  pays 

. Income  Tax  from  first  to  last  on  tho  whole  of  its 
capital  ? — Yes. 

12.961.  And  that  is  the  present  position  of  a muni- 
cipal trader? — Yes. 

12.962.  And  I think  it  is  the  only  trader  in  that 
position? — Yes,  I suppose  so. 

12.963.  Mr.  Marks:  Is  that  so? 

12.964.  Mr.  Kerly : The  only  trader  who  is  now 
taxed  on  capital — bound  to  repay.  Of  course  if  a 
trader  chooses  to  repay  his  capital,  that  is  another 
matter ; he  does  it  at  the  expense  of  paying  tax  upon 
the  money  so  appropriated? — If  you  are  dealing  with 
a mine  which  has  a definite  life,  you  are  paying  tax 
upon  your  full  profits  there  and  distributing  divi- 
dends ; when  the  mine  is  worked  out  your  capital  has 
gone  there  also?  but  then  that  has  been  issued  in 
dividends. 

12.965.  Of  course  we  have  the  question  of  allow- 
ance for  wasting  assets,  which  is  another  matter;  I 
do  not  propose  to  go  into  that  now.  It  is  suggested 
that  in  the  case  of  The  Attorney-General  v.  The 
London  County  Council,  Lord  Macnaghten  expressed 
a view  as  to  the  general  equity  of  your  proposal  in 
paragraph  8 (a).  I do  not  think  that  is  so.  Was  not 
this  the  fact?  Did  not  the  decision  in  that  case 
go  upon  the  view  that  although  there  was  nominally 
a charge  upon  the  property,  the  payment  of  interest 
was  always  in  fact  made  out  of  the  rates,  and  that 
the  charge  was  so  remote  that  it  might  be  disre- 
garded ? — Yes. 

12.966.  Mr.  Synnott : Is  it  a correct  proposition  that 
a municipality  which  pays,  say,  one  quarter  per  cent, 
to  a sinking  fund  does  pay  out  of  profits  and  nothing 
else?  What  they  choose  to  allocate  their  profit  to  has 
nothing  to  do  with  Income  Tax,  has  it  ? — Nothing  at 
all. 

12.967.  If  there  is  a question  of  wasting  assets 
(which  we  are  considering  under  other  heads)  I take 
it  that  it  would  be  applied  to  the  wasting  assets  of  a 
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corporation  as  well  as  to  those  of  an  individual? — No 
doubt. 

12.968.  Is  it  correct  to  say  that  there  is  a real 
analogy  between  the  mutual  relations  of  the  muni- 
cipality and  the  ratepayers  and  the  public  and  the 
relation  between  the  members  of  a Co-operative 
Society?  Is  not  a very  large  amount  of  the  benefit 
which  results  from  municipal  trading  or  municipal 
work  for  the  benefit  of  other  than  ratepayers ; it  is  for 
the  benefit  of  every  person  who  comes  into  the  town, 
is  it  not? — Yes. 

12.969.  And  there  are  a great  number  of  these 
persons  and  inhabitants  who  are  not  ratepayers  at  all  ? 
— That  is  so. 

12.970.  And  the  benefit  has  no  relation  whatever  to 
the  amount  of  rates  paid? — No. 

12.971.  Is  it  not  a constant  grievance  of  the  present 
rating  system  that  that  is  so;  the  amount  paid  in 
rates  has  nothing  whatever  to  do  with  the  benefit 
accruing  from  municipal  undertakings? — I quite 
agree. 

12.972.  As  regards  paragraph  37  of  your  statement, 
charities  are  exempt  by  the  general  law? — Yes. 

12.973.  Are  you  quite  correct  in  saying  that  chari- 
ties and  charitable  purposes  for  the  purpose  of  the 
Income  Tax  have  that  general  meaning  that  you  put 
upon  it? — In  paragraph  38 — yes,  I think  that  is  quite 
correct. 

12.974.  I think  that  comes  as  a surprise  to  some 
of  us. — That  case  which  is  referred  to  there,  Special 
Commissioners  v.  Pemsel,  was  rather  important. 

12.975.  I am  surprised ; I must  say  my  professional 
experience  goes  a long  way  back  and  it  is  not  up-to- 
date,  but  if  ft  is  now  the  law  that  charities  and 
charitable  purposes  are  to  be  interpreted  in  that  very 
wide  manner,  is  it  not  a case  for  reconsidering  the 
whole  question  of  the  liability  of  charities  to  Income 
Tax? — I believe  that  a statement  with  regard  to 
charities  has  been  or  will  be  presented  to  you  by  the 
Department. 

12.976.  You  are  aware,  of  course,  that  Mr.  Glad- 
stone, who  was  a charitable  person,  was  utterly 
opposed  on  principle  to  the  exemption  of  charities 
from  Income  Tax? — Yes. 

12.977.  As  regards  paragraph  40,  is  the  local 
authorities’  claim  that  they  shall  be  totally  exempted 
under  Schedule  B? — Except  for  land  used  for  purely 
agricultural  purposes. 


Mr.  J.  P.  Hilton,  on  behalf  of  the  Birmingham 

The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

12.987.  (1)  I am  the  manager  of  the  Birmingham 
Corporation  Savings  Bank. 

12.988.  (2)  The  depositorship  of  the  bank  is  confined 
to  persons  in  the  employ  of  some  other  person  in  the 
City  of  Birmingham  and,  as  a consequence,  may  be 
termed  a “ working  people’s  bank.” 

12.989.  (3)  The  depositors  were  invited  to  enrol  in 
the  bank  with  the  twofold  object  of  : — 

(o)  assisting  the  country  in  the  prosecution  of  the 
war,  and 

( b ) providing  a fund  Avhich  would  be  of  assistance 
to  them  in  circumstances  which  it  was 
thought  might  arise  at  the  termination  of 
the  war  and  during  the  transition  period. 

12.990.  (4)  The  provisions  of  the  Income  Tax  Acts 
require  an  assessable  person  to  make  a declaration, 
inter  alia,  of  the  amount  received  or  credited  as 
interest  by  a savings  bank.  The  lowering  of  the 
income  at  which  exemption  can  be  claimed  to  £130 
per  annum  has  brought  within  the  sphere  of  taxation 
large  numbers  of  men  and  women  who  were  formerly 
exempt  from  such  taxation,  and  as  a result  they  are 
called  upon  to  make  the  declaration  named  above. 

12.991.  (5)  The  Finance  Act,  1915,  provides  that  a 
savings  bank  shall  furnish  a return  to  the  Surveyor 
of  Taxes  of  all  interest  exceeding  £5  paid  or  credited 
to  depositors  during  the  year,  giving  the  names  and 
addresses  of  such  depositors  if  such  bank  itself  is  to  be 
exempt  from  payment  of  the  tax. 

12.992.  (6)  The  declaration  to  be  made  by  tliedeposi- 


12.978.  Every  other  person  in  the  Kingdom 
has  to  pay  under  Schedule  B on  the  single  rent,  for 
whatever  purposes,  shrubberies,  ornamental  grounds, 
a lake,  ornamental  timber  or  a tennis  court;  we  all 
have  to  pay  under  Schedule  B there? — Yes. 

12.979.  I would  like  to  test  that.  What  is  the 
ground  claimed  for  exemption  in  that  case  by  the 
municipality? — I do  not  know  what  their  ground  is. 

I am  not  able  to  defend  it,  but  I do  not  agree  with  it. 
Might  I add  that  the  evidence  with  regard  to  charities 
has  not  been  given,  but  will  be  given  in  due  course, 
to  the  Commission.  I am  very  brief  here  on  charities 
because  of  that. 

12.980.  If  “ charity  ” is  to  be  interpreted  as 
merely  public  utility,  a large  sphere  of  the  opera- 
tions of  private  individuals  and  of  public  bodies  would 
be  exempt? — Yes,  possibly. 

12.981.  Dr.  Stamp : Taking  up  just  for  a moment 
the  analogy  that  has  been  sought  to  be  drawn  between 
the  municipality  and  the  charity:  supposing  there 
were  no  exemptions  for  charities  at  all  as  such,  but 
that  there  was  substituted  therefor,  this  roughly : the 
persons  who  are  in  receipt  of  benefit  from  the  charity, 
if  tax  were  paid  by  the  charity  as  a whole,  would 
presumably  have  less  benefit,  monetary  or  otherwise, 
and  therefore  they  would  be.  to  an  extent,  bearing 
the  tax? — Yes. 

12.982.  If  they  were  given  the  right  that  every- 
body else  has,  if  their  income  is  below  a certain 
exemption  limit,  of  claiming  exemption,  the  effect 
would  be  that  the  charity  would  be  practically  in  the 
same  position  as  it  is  now,  only  it  would  be  exempted 
in  a larger  amount  if  all  the  charitable  recipients 
had  incomes  of  under  £130? — Yes. 

12.983.  Is  not  the  true  position  of  a municipality 
which  is,  we  agree,  to  be  treated  as  a charity,  some- 
thing on  these  lines : that  the  payment  of  the  tax 
reduces  the  benefit  which  the  ratepayer  would  get?-- 
Yes. 

12.984.  But  that  all  the  ratepayers  are  not  exempt 
from  Income  Tax  in  the  same  way  as  the  charity 
would  be? — Yes. 

12.985.  Some  are  rich  and  some  are  poor? — Yes. 

12.986.  Whether  it  is  rich  or  not,  to  charge  a 
municipality  as  a whole  has  this  rough  effect,  has 
it  not,  that  it  is  raising  the  tax  from  all  the  rate- 
payers at  practically  a fiat  rate  irrespective  of  their 
wealth  or  whether  they  are  exempt  from  Income  Tax 
or  not? — Yes,  I think  so. 


Corporation  Savings  Bank,  called  and  examined. 

tor  (referred  to  in  paragraph  4)  and  the  return  to  be 
furnished  by  the  bank  (referred  to  in  paragraph  6) 
are  the  two  points  which  the  Commission  are  respect- 
fully asked  to  consider. 

12,993.  (7)  The  requirement  of  a declaration  of 
interest  received  or  receivable  from  savings,  it  is  sub- 
mitted, acts  as  a deterrent  to  thrift.  The  great 
majority  of  depositors  in  the  Birmingham  Corpora- 
tion Savings  Bank  are  of  that  section  of  working  men 
and  women  who  cannot  save  large  sums  of  money 
annually,  but  who  might  be  encouraged  to  persevere 
with  the  saving  habit  if  the  practice  of  taxi'ng  them 
upon  such  savings  was  not  in  operation.  Rightly  or 
wrongly,  the  working  classes  in  Birmingham — and  I 
do  not  think  it  is  confin^l  to  that  city  alone — regard 
the  practice  as  double  taxation.  They  argue  that  they 
are  first  taxed  upon  their  earnings  and  by  striving 
to  save  a few  pounds  and  thus  keep  off  the  rates  and 
not  depend  upon  charity  when  adverse  circumstances 
arise,  they  are  subjected  to  a second  taxation.  This 
source  of  irritation  is  one  which  helps  in  spreading 
dissatisfaction  and  discontent  and  constitutes  a peg 
upon  which  to  hang  other  grievances. 

12,994.  (8)  During  the  war  a new  system  of  saving 
has  been  introduced  by  purchasing  War  Savings  Cer- 
tificates which  are  obtainable  up  to  a value  of  £500 
free  of  Income  Tax,  and  which  offer  to  the  purchaser  a 
much  higher  return  than  can  be  obtained  through  the 
medium  of  any  savings  bank  if  the  purchaser  can 
afford  to  let  the  certificates  mature.  This  method  of 
Saving  was  introduced  especially  for  the  benefit  of  tho 
working  classes,  but  it  should  not  be  overlooked  that 
a great  many  working  people  throughout  the  war  have 
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not  been  in  a position  to  “ tie  up  ” their  money  for  a 
lengthy  period.  Even  in  Birmingham  all  the  working 
people  have  not  been  receiving  the  high  wages  one 
hears  so  much  about. 

12.995.  (9)  If  the  method  of  saving,  referred  to  in 
paragraph  8,  is  considered  sound — and  the  fact  that 
the  life  of  this  method  is  to  be  extended  rather  points 
to  that  being  so — then  it  is  submitted  that  other  forms 
of  saving  should  have,  at  least,  as  fair  treatment  in 
the  matter  of  taxation. 

12.996.  (10)  I accordingly  ask  that  the  Commission 
will  be  pleased  to  recommend,  as  a matter  of 
expediency,  that  bona  fide  savings  in  a recognized 
savings  bank  should  be  exempt  from  taxation  up  to 
the  same  limit  as  War  Saving  Certificates,  viz.,  £500. 

12.997.  (11)  The  furnishing  of  the  return  by  savings 
banks,  referred  to  in  paragraph  5,  is  a method  of 
ascertaining  information  which  tends  to  undermine 
the  confidence  of  depositors  in  a bank.  It  has  always 
been  impressed  upon  the  public  and  is  still  urged  that 
privacy  obtains  in  banking  transactions,  and  upon 
the  preservation  of  that  impression  the  whole  struc- 
ture of  the  savings  bank  depends.  Once  let  it  be 
generally  known — and  it  is  becoming  known — that  the 
Income  Tax  authorities  demand  this  information, 
and  the  structure  will  begin  to  crumble.  I know  of 
no  more  dangerous  practice  to  set  up  with  working 


people  than  to  have  to  divulge  information  respecting 
their  savings.. 

12.998.  (12)  The  requirement  of  the  return  places  the 
bank  in  the  position  of  informer  against  a depositor 
who  may  unwittingly  have  omitted  to  make  a declara- 
tion as  to  the  interest  received  on  savings,  and,  in 
my  opinion,  no  savings  bank  ought  to  be  put  in  such  a 
position.  The  eventual  disclosure  to  the  depositor  at 
once  sets  up  a suspicion  or  doubt  which  can  only  end 
prejudicially  to  the  bank,  the  depositor  and  eventu- 
ally to  the  State. 

12.999.  (13)  It  is  submitted  that  the  State  can  well 
afford  to  discard  this  source  of  information,  and  that, 
if  the  Income  Tax  authorities  have  reasonable  grounds 
for  suspecting  the  correctness  of  the  declaration,  the 
ordinary  procedure  laid  down  by  the  Bankers’  Books 
Evidence  Act,  1879,  should  be  followed. 

13,000.  (14)  Finally,  it  is  submitted  that  the  saving 
or  thrift  habit  ought  to  be  encouraged  by  the  Govern- 
ment in  every  way;  that  the  building-up  of  the 
people  into  independent  members  of  the  community 
rather  than  allowing  them  to  remain  in  a state  of 
dependency  on  the  parish  or  on  alms,  is  worth  doing 
and  doing  well;  that  irritations  such  as  are  drawn 
attention  to  should  be  removed ; and  that  the  present 
affords  an  opportunity  of  showing  a generous  attitude 
towards  the  working  classes  in  the  matter  of  taxation. 


[T/iis  concludes  the  evidence-in-chief.'] 


13.001.  Chairman : I do  not  think  your  examina- 
tion will  take  us  very  long;  we  have  your  evidence- 
in-chief  before  us  and  there  are  two  main 
propositions  which  you  will  be  examined  upon? — If 
you  please. 

13.002.  The  first,  I think,  is  the  question  of  en- 
couraging thrift  by  the  exemption  from  Income  Tax 
of  interest  on  the  savings  of  small  depositors  up  to 
£500?— That  is  so. 

13.003.  Mr.  Kerly : Is  the  trouble  this : that  the 
bank  invests  its  money  at  interest  and  tax  is  deducted 
at  the  source  before  the  bank  gets  it,  and  the  bank 
wants  to  get  repayment? — No;  the  real  trouble  that 
we  find  is  that  the  depositors  that  we  have  in  this 
bank  are  largely  working-class  depositors,  and  they, 
rightly  or  wrongly,  as  I say  in  my  evidence,  make 
the  assertion  that  they  have  been  taxed  already  on 
their  earnings,  and  that  now  they  are  to  be  taxed 
again  for  saving.  I am  not  prepared  to  argue  their 
case  on  that  ground  at  all;  but  I do  say  that  in 
the  interests  of  thrift  we  in  Birmingham  think  we 
should  have  a much  stronger  case  if  we  could  say 
to  them:  ‘“you  will  get  the  same  facilities  as  you 
are  allowed  under  the  scheme  for  War  Savings 
Certificates.” 

13.004.  But  apart  from  what  I have  just  put  to 
you,  how  are  they  taxed?  A depositor,  say,  getting 
£25  a year  does  not  have  to  pay  any  tax  on  that? — 
On  the  amount  he  gets  over  the  £5,  yes. 

13.005.  I do  not  follow  it.  I do  not  see  how  it  is 
going  to  work? — As  I understand  the  position,  he 
lias  to  declare  on  his  ordinary  form  the  amount  of 
interest  which  he  receives  from  a savings  bank.  If 
he  is  a taxable  person  he  would  then  be  dealt  with 
by  the  taxing  authorities. 

13.006.  Is  the  objection  tffat  the  depositor,  treating 
the  interest  on  his  savings  as  part  of  his  general 
income,  pays  at  the  appropriate  rate  for  his  income 
a tax  upon  that  and  the  rest?— That  is  his  conten- 
tion. 


13,007.  Do  you  really  suggest  that  the  fact  tha 
the  amounts  paid  by  your  bank  to  the  depositors  art 
disclosed  to  the  Inland  Revenue  is  any  deterrent  oi 
saving?  Yes,  I do.  I think  that  is  very  mischievous 
If  it  can  possibly  be  avoided  I think  it  would  b( 
wise.  We  try  to  encourage  people— and  I think  il 
is  the  general  practice  in  savings  bank  procedure— 
to  believe  that  all  their  transactions  are  secret  anc 
private  and  that  no  one  knows  anything  about  them, 
A man,  either  wilfully  or  otherwise,  does  not  state 
his  interest  on  his  form;  the  Surveyor  of 
J axes  gets  a return  which  I have  to  make,  which 
discloses  that  he  had,  say,  £5  7s.  4d.  interest  in  the 


year  or  something  like  that,  and  he  comes  to  me  and 
says:  “how  did  they  get  to  know  this?  You  must 
have  told  them.” 

13.008.  And  you  say  it  is  your  duty  to  tell  them; 
you  are  obliged  to? — I am  obliged  to,  unless  the 
Corporation  were  to  take  the  action  of  paying  the  tax 
without  making  the  declaration;  but  I do  not  think 
the  Birmingham  Corporation  would  do  that  for  a 
moment.  They  have  no  desire  to  shirk  their  duties 
at  all. 

13.009.  Do  you  really  think  that  in  view  of  the 
fact  that  a man  has  to  disclose  what  he  pays  to  his 
different  servants  and  clerks — that  is  a general  obli- 
gation— that  this  obligation  here  referred  to  is  a 
serious  matter  ? — I think  it  is  more  serious  because 
you  are  dealing  then  with  the  sums  that  they  were 
asked  to  save — their  private  savings,  about  which 
everybody  is  rather  desirous  of  guarding  the  secrecy. 

13.010.  Mr.  Holland-Martin : Do  you  feel  the  com- 
petition of  the  War  Savings  Certificates;  is  that  part 
of  the  grievance?— No,  not  particularly.  The  Cor- 
poration feel  that  a man  can  get  these  certificates 
up  to  £500  free  of  tax,  and  he  makes  rather  a good 
deal  of  it,  speaking  amongst  his  mates,  and  then 
he  gets  his  3£  per  cent,  from  us,  which  is  the  highest 
rate  the  Treasury  will  allow  us  to  pay ; if  it  comes  over 
the  amount  of  £5  we  have  to  declare  it  and  he  may 
be  taxed  upon  it. 

13.011.  Mr.  Bowerman:  Are  the  directors  of  the 
bank  raising  this  on  their  own  initiative,  or  at  the 
suggestion  of  some  of  the  depositors  ? — On  the  sugges- 
tion of  the  depositors. 

13.012.  Many  of  them? — Yes,  many,  and  it  is  in- 
creasingly so.  If  I may  give  an  illustration,  this 
occurred  only  on  Monday  last.  A man  was  anxious 
to  deposit  a sum  of  money  in  the  bank,  but  his 
brother  had  been  to  him  and  made  the  statement  that 
that  he  had  already  received  a form  requiring  him 
to  pay  so  much  taxation — I think  the  matter  was 
about  15s. — upon  what  he  had  in  the  bank.  He 
collects  his  friends  together  in  the  workshop  and  they 
discuss  it,  and  send  a deputation  to  me.  I point  out 
that  of  course  I can  do  nothing;  it  is  a matter  of 
the  law,  and  while  I sympathize  with  them,  I cannot 
do  anything  more;  and  they  say  it  is  very  hard  that 
they  should  be  taxed  for  this;  their  employers  ask 
them  to  save  their  money,  and  they  do  so,  some  of 
them  at  great  personal  inconvenience ; and  then  they 
feel  it  is  a little  irritation  that  they  would  like  to 
remove. 

13.013.  Can  a person  deposit  to  an  unlimited 
extent  ? — At  the  moment,  yes.  At  the  moment  the 
Ireasury  restriction  on  savings  hanks  is  withdrawn; 
it  was  withdrawn  during  the  course  of  the  war,  and 
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I believe  the  phrase  used  was  for  six  months  after- 
wards; it  has  not  yet  been  reimposed. 

13.014.  Prior  to  the  war,  the  amount  was  limited? 
— That  is  so. 

13.015.  To  what  extent? — £200. 

13.016.  Have  you  reason  to  suppose  it  will  revert 
to  the  pre-war  position? — I have  every  reason  to 
believe  that. 

13.017.  Would  that  get  rid  of  the  difficulty — wo 
will  call  it  a difficulty?— Not  with  the  class  of  de- 
positors that  we  get. 

13.018.  Dr.  Stamp : Do  your  depositors  ever  make 
it  part  of  their  grievance  that  if  they  were  better  off 
and  were  depositing  in  an  ordinary  bank,  this  revela- 
tion would  not  bo  made  about  them?— Yes,  they  do. 

13.019.  I had  this  statement  made  to  me  the  other 
day ; perhaps  you  will  tell  me  whether  it  is  paralleled 
iu  your  experience,  or  whether  it  is  common.  A 
man  says:  “I  have  two  sources  of  income;  my 
wages,  £3  a week;  that  is  £156;  and  my  bank  deposit 
interest.  My  employer  is  compelled  by  law  to  reveal 
the  amount  of  my  wages ; the  savings  bank  is  com- 
pelled by  law  to  reveal  the  amount  of  my  deposit 
interest;  therefore  the  whole  of  my  income  is  open. 
My  employer,  on  the  contrary,  is  under  no  compulsion 


to  show  his  books,  and  his  bank  deposit  interest  he 
need  not  return  unless  he  likes,  because  the  bank 
has  to  make  no  statement.”  Is  that  a common 
grievance? — That  is  so. 

13.020.  Chairman : How  many  depositors  have  you 
got? — About  35,000.  Of  course  it  was  only  started 
as  a War  Loan  measure ; we  have  no  trustee  savings 
bank  in  Birmingham. 

13.021.  Does  the  Corporation  add  to  the  interest 
at  all;  do  .they  give  any  extra  interest?— No,  none 
whatever. 

13.022.  How  much  do  they  get?— 3J  per  cent.;  they 
get  3^  per  cent,  from  Government  investments  which 
are  in  the  hands  of  the  National  Debt  Commissioners; 
so  that  we  are  getting  exactly  what  we  pay  to  the 
depositors.  The  Corporation  have  to  stand  the  loss. 

13.023.  Mr  Marks : Why  do  they  not  put  all  their 
money  into  War  Savings  Certificates  ?— If  I may 
say  so,  I do  not  think  a good  many  of  these  depositors 
can  afford  to  tie  up  their  money  at  all;  they  are  of 
that  class  that  must  continually  draw  on  their 
savings. 

13.024.  Chairman : We  are  much  obliged  to  you  for 
coming. 


Mr.  Richard  Borrough  Horkins,  on  behalf  of  the  National  Federation  of  Iron  and  Steel  Manufacturers, 

called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Qualification  of  Witness. 

13.025.  (1)  I am  legal  adviser  to  the  National 
Federation  of  Iron  and  Steel  Manufacturers,  and 
chairman  of  the  Lincolnshire  Ironmasters’  Associa- 
tion. 

13.026.  (2)  I have  had  many  years’  experience  in 
the  steel  and  iron  industry. 

Representative  capacity. 

13.027.  (3)  I have  been  requested  by  the  National 
1'  ederation  of  Iron  and  Steel  Manufacturers  to  give 
evidence  before  the  Royal  Commission  with  regard 
io  Income  Tax  and  its  bearing  upon  the  iron  and 
steel  industry,  and  particularly  as  to  the  inequities 
which  the  existing  Income  Tax  system  inflicts  upon 
our  industry. 

Particulars  of  National  Federation  of  Iron 
and  Steel  Manufacturers. 

13.028.  (4)  The  National  Federation  of  Iron  and 
Steel  Manufacturers  is  fully  representative  of  the 
industry.  The  number  of  members  is  252.  The 
approximate  wages  bill  of  the  members  is  £21,000,000 
per  annum.  The  estimated  capital  of  members  of 
the  Federation  approaches  £150,000,000.  The  steel 
production  of  Great  Britain  is  9,539,000  tons,  of 
which  8,694,000  are  produced  by  members  of  the 
1 ederation.  The  products  which  are  dealt  with  by 
tho  members  of  the  Federation  are  pig  iron  (includ- 
ing ironstone  mining),  steel,  billots,  blooms,  rails, 
joists,  sections,  plates,  sheets,  tin  plate®,  bars  and 
rods. 

Introductory . 

13.029.  (5)  The  Federation  is  aware  that  the  ques- 
tion of  Income  Tax  is  difficult  and  involved,  and 
realizes  the  necessity,  in  consequence  of  the  war, 
or  raising  exceptional  revenue  for  the  country’s 
needs.  It  further  realizes  that  an  equitable  charge 
upon  income  is  a fair  means  of  providing  necessary 
rovenue.  It  foresees  that  a high  rate  of  Income  Tax 
must,  as  a consequence,  be  imposed  upon  industry, 
und  that  the  incidence  of  such  tax,  compared  with 

ie  pre-war  rate,  will  become  an  important  factor  in 
manufacturers’  costings,  instead  of  as  previously,  a 
more  or  less  negligible  quantity.  In  the  national 
Merest  it  is  therefore  increasingly  important  that 
ncome  Tax  should  be  levied  on  an  equitable  basis 
wnich  will  not  unnecessarily  prejudice  the  develop- 
lon  the  commercial  interest  of  the  country. 

13.030.  (6)  The  Federation  believes  that  the  tax,  as 
levied  under  existing  laws  and  regulations,  presses 


very  inequitably  on  the  iron  and  steel  industry, 
having  regard  to  its  special  features,  such  as  the 
long  period  of  deferment  of  yield  in  the  establish- 
ment of  new  works,  the  rapid  changes  in  the  methods 
of  production,  and  the  extremely  hazardous  nature 
of  the  industry,  owing  to  consequent  scrapping  of 
plant  and  the  very  serious  interruptions,  more  par- 
ticularly of  a commercial  nature,  to  which  the 
industry  in  this  country  is  specially  subject.  The 
question  of  a largely  increased  cost  of  plant  and 
machinery  for  replacements,  extensions,  and  adop- 
tion of  improved  methods,  is  a very  important 
matter  in  considering  the  points  referred  to  the 
Commission.  The  history  of  the  steel  trade  clearly 
shows  that  it  is  very  specially  affected  by  all  the 
points  above  mentioned,  and  it  may  probably  be  of 
assistance  to  the  Commission  to  have  a short  account 
of  the  development  of  the  industry  in  this  country. 
I have  therefore  attached  a schedule  [not  reproduced] 
giving  some  information  on  this  point. 

Depreciation. 

13.031.  (7)  The  essence  of  successful  trading  is  the 
maintenance,  in  the  balance  sheet,  of  the  capital  of 
an  industrial  business  at  its  initial  figure.  Adequate 
allowances  should  therefore  be  permitted  for  the 
annual  reduction  in  value  of  all  property  which  con- 
tributes to  the  earning  of  the  profits  assessable  for 
Income  Tax. 

13.032.  (8)  The  effective  life  of  such  property  is 
strictly  limited,  and  more  particularly  is  this  so  in 
the  case  of  plant  and  machinery.  Its  effective  life 
should,  it  is  submitted,  be  gauged  in  each  industry 
by  a properly  constituted  body,  including  accredited 
representatives  of  the  particular  trades  concerned. 
Under  the  Customs  and  Inland  Revenue  Act,  1878, 
Section  12,  the  Commissioners  are  ordered  to  allow 
“such  deduction  as  they  think  just  and  reasonable  ” 
for  plant  and  machinery.  The  power  for  more  ade- 
quate allowances  therefore  exists,  but  the  Commis- 
sioners do  not  give  a sufficiently  wide  consideration 
to  the  factors  involved  in  each  case,  and  are  too 
ready  to  adopt  the  departmental  view  of  the  rate  of 
allowance.  Insufficient  differentiation  is  made  be- 
tween the  varying  types  of  machinery  and  plant, 
hence  the  necessity  for  setting  up  of  a body  such 
as  is  suggested.  It  is  felt  that  neither  the  Commis- 
sioners of  Inland  Revenue  nor  the  Surveyors  of. 
Taxes  possess  sufficient  technical  knowledge  to  fairly 
pronounce  upon  this  question. 

13.033.  (9)  The  effective  life  of  plant  and  machinery 
being  thus  established,  the  allowance  for  depreciation 
should  be  fixed  at  a rate  to  coincide  with  the  life, 
less  an  estimated  scrap  value,  and  be  made — not  on 
the  diminishing  value — but  on  the  prime  cost,  other- 
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wise  tlie  asset  is  never  actually  written  off  completely. 

13.034.  (10)  Tli©  Federation  represents  that  insuffi- 
ciency in  rates  of  depreciation  causes  the  following 
drawbacks : — 

(a)  it  gives  rise  to  an  inequality  between  firms 

of  equal  capital  and  earning  capacity 
according  to  the  amount  of  plant  employed 
in  the  business; 

(b)  it  results  in  the  payment  of  Income  Tax  on 

sums  in  excess  of  the  profits  earned; 

(c)  it  causes  the  charge  for  obsolescence  to  be  un- 

duly heavy; 

(d)  it  gives  no  encouragement  to  manufacturers 

to  replace  old  machinery  by  new  when  the 
efficiency  of  the  old  machinery  is  impaired ; 
and 

(c)  it  becomes  therefore  a distinct  detriment  to 
the  increase  of  production. 

13.035.  (11)  Buildings,  and  more  especially  those 
which  house  plant  and  machinery,  or  are  ancillary 
thereto,  have  a terminable  life,  but  little  more  than 
the  plant  and  machinery  which  they  contain.  Such 
builaings,  being  specially  laid  out  and  adapted  for 
the  purpose,  have  a life  collateral  with  the  plant 
itself.  The  provision  under  the  Finance  ^Act,  1918, 
Section  24  (4),  of  one-sixth  of  the  annual  value,  falls 
far  short  of  an  equitable  allowance  to  meet  wear  and 
tear,  upkeep,  and  depreciation. 

13.036.  (12)  In  connection  with  buildings  which 
carry  plant  and  machinery,  allowance  should  be  made 
for  depreciation  of  foundations.  These  are  costly  to 
construct,  and  of  no  value  when  discarded. 

13.037.  (13)  Adequate  depreciation  should  be 
allowed  for  fixtures,  including  office  furniture  and 
the  cost  of  removals. 

13.038.  (14)  No  less  a charge  against  the  profits 
of  a business  is  the  gradual  amortisation  of  capital 
outlay  in  the  acquisition  of  leasehold  premises,  and 
the  expenditure  by  lessees  in  adapting  such  premises 
to  their  requirements.  Outlays  of  this  nature  should 
be  permitted  as  a deduction  spread  over  the  term  of 
the  lease. 

13.039.  (15)  In  the  matter  of  patents,  enterprise  is 
frequently  retarded  by  foreign  ownership.  Progres- 
sive industrial  firms  who  would  spend  large  sums  in 
the  acquisition  of  patents  are  not  encouraged  to 
devote  capital  in  this  direction.  The  lives  of  patents 
are  definitely  terminable,  and  the  absence  of  allow- 
ances for  depreciation  of  the  cost  of  purchasing,  or 
taking  out,  letters  patent  acts  detrimentally  to  the 
development  of  inventions  and  the  fostering  of  new 
industries.  Deductions  should  be  permitted  for  such 
expenditure,  to  provide  for  writing  off  the  cost  con- 
currently with  the  expiry  of  the  patent.  Expendi- 
ture incurred  in  connection  with  trade-marks  should 
similarly  be  allowed  to  be  depreciated. 

Obsolescence. 

13.040.  (16)  Having  regard  to  the  necessity  to  en- 
courage improved  methods  of  production,  obsolescence 
becomes  a serious  factor.  The  paramount  problems 
now  facing  industrial  enterprise  are  the  necessity  for 
increased  output,  and  for  labour-saving  appliances. 

13.041.  (17)  The  Federation  urges  that  obsolescence 
allowances  should  not  be  restricted  to  cases  of  strict 
replacement.  Manufacturers  should  be  encouraged 
to  replace  old  machines  by  new,  irrespective  of  type 
or  similarity,  and  obsolescence  allowances  should  be 
permitted  for  all  plant  or  machinery  which,  in  the 
opinion  of  the  taxpayer,  needs  to  be  superseded. 

13.042.  (18)  The  Federation  is  of  opinion  that  the 
present  method  in  respect  of  obsolescence  allowances 
is  unsatisfactory,  in  that  the  charge  falls  against 
the  profits  of  the'  year  of  replacement,  and  that 
should  the  profits  be  insufficient  to  meet  the  charge 
it  cannot  be  carried  forward  to  a succeeding  year, 
as  in  the  case  of  depreciation.  An  obsolescence 
allowance  once  agreed  should  be  capable  of  being 
carried  forward  at  the  debit  of  a firm’s  profit  and 
loss  account  until  it  is  expunged. 

13.043.  (19)  It  is  evident  to  the  Federation  that 
industry  requires  a much-increased  installation  of 
modern  labour-saving  machinery.  Machines  may 
have  to  be  scrapped,  not  for  the  purpose  of  being 


replaced  by  similar  machines,  but,  in  the  march  of 
progress,  to  be  replaced  by  machines  of  an  entirely 
different  type.  Allowances  for  obsolescence,  if 
liberally  applied,  are  a sure  means  of  affording  tlie 
encouragement  that  is  needed. 

Wasting  assets. 

13.044.  (20)  Owners  of  mines  and  similar  under- 
takings are  of  necessity  compelled  to  spend  large 
sums  in  the  development  of  their  properties,  such, 
for  example,  as  in  sinking  and  driving,  before  the 
properties  reach  the  stage  of  being  income  earning. 

13.045.  (21)  The  Federation  considers  that  the  re- 
demption of  such  capital  outlay  for  the  period  of 
dead  work  should  be  allowed  on  an  equitable  basis 
as  a charge  against  the  future  earnings  of  the 
property. 

13.046.  (22)  Deductions  should  be  allowed  for  ex- 
haustion in  all  material  wasting  assets,  and  for  the 
annual  waste  of  all  inherently  wasting  assets. 

13.047.  (23)  Terminable  concessions  in  countries 
outside  the  United  Kingdom  should  be  granted  an 
allowance  for  amortisation  before  the  profits  are 
assessed. 

Bad  and  doubtful  debts. 

13.048.  (24)  Under  the  existing  law.  Surveyors 
cannot  allow  provisions  for  bad  and  doubtful  debts, 
as  a deduction  from  profits,  unless  the  provision  is 
earmarked  to  individual  debts.  Practically  every 
company  or  firm  makes  such  a provision  of  a gener;il 
character.  The  Federation  considers  that  general 
provisions  should  be  allowed,  subject  to  the  Surveyor 
being  satisfied  as  to  their  being  of  reasonable  amount. 

Subsidiary  companies. 

13.049.  (25)  Again,  in  the  case  of  a parent  com- 
pany with  subsidiary  companies,  of  which  it  holds  all 
the  shares,  Income  Tax  is  assessed  on  each  as  a 
separate  entity,  with  the  result  that  the  losses  of 
one  cannot  be  set  off  against  the  profits  of  another, 
as  would  be  the  case  if  the  interests  were  consolidated 
in  one  company.  This  frequently  inflicts  great  in- 
justices, and  I consider  that  under  such  circumstances 
the  profits  and  losses  of  the  companies  should  be 
aggregated  to  arrive  at  the  assessable  profits. 

Housing. 

13.050.  (26)  It  is  impossible  to  exaggerate  the  im- 
portance of  the  housing  question  at  the  present  time, 
and  the  Federation  suggests  that  if  it  were  made 
clear  that  manufacturers  were  allowed  to  write  off 
as  a deduction  from  profits,  for  Income  Tax  purposes, 
the  difference  between  the  cost  and  economic  value  of 
the  houseB  (that  is  to  say,  the  value  on  which  the  net 
income  would  be  a reasonable  return),  this  would  be 
an  inducement  to  manufacturers  to  erect  workmen  s 
houses. 

General  taxation. 

13.051.  (27)  The  subject  cannot  be  properly  covered 
unless  the  total  effect  of  taxation,  whether  imperial 
or  local,  is  considered.  To  take  one  instance,  there 
is  considerable  variation  in  practice  in  different  parts 
of  the  country  in  the  assessment  of  buildings,  plant, 
and  machinery.  In  many  assessment  areas  the 
putting  down  of  new  plant,  with  the  result  of  pro- 
viding increased  employment  for  the  inhabitants  of 
the  district,  is  held  by  the  local  assessment  authori- 
ties as  a reason  for  increasing  assessment  for  local 
rating  and  thereby  increasing  the  percentage  of  the 
cost  of  local  administration  borne  by  the  industry, 
with  a view  to  relieving  the  burden  on  the  private 
ratepayer,  or  providing  for  big  schemes  of  municipal 
expenditure,  although  the  provision  of  this  new 
machinery  involves  no  additional  expenditure  by  the 
local  authority.  In  other  countries,  including 
America  and  Canada,  it  is  generally  understood  that 
when  a new  industry  is  started  in  a district  it  is  the 
duty  of  the  local  authorities  to  encourage  it  by  ex- 
empting it  from  all  taxation  for  an  extended  period. 
In  my  opinion  all  machinery  and  plant  should  be 
exempted  from  local  taxation. 
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Foreign  competition. 

13,052.  (28)  Further,  I consider  that  under  the 
existing  law  the  British  manufacturer  is  in  respect  of 
British  Income  Tax  in  a worse  position  than  the 
agency  branch,  or  subsidiary  company,  in  this 
country  of  a foreign  manufacturer  or  trader,  and 
the  Federation  suggests  that  some  relief  is  necessary 
both  as  to  foreign  countries  and  British  Dominions, 
and  also  that  an  ad  valorem  duty  should  be  levied  by 
the  Customs  equivalent  to  the  estimated  charges  of 
imperial  and  local  taxation  on  the  same  articles 
produced  in  this  country.  In  this  connection  I desire 
to  refer  to  the  following  extract  from  The  Times  of 
August  18,  1919; 

“Effect  of  double  taxation .” 

“ Another  company  has  just  decided  to  transfer 
its  head  office  from  this  country  to  Australia  in 
order  to  avoid  the  burden  of  double  taxation  with- 
in the  Empire.  The  name  of  this  company  is 
Robert  Reid  and  Co.,  which  purchases  about 
£1,000,000  of  goods  yearly  in  this  country  and 
sells  them  in  Australia.  No  profit  is  made  in 
London,  but  the  profits,  after  being  subjected  to 
Federal  and  State  Income  Tax,  and  war  tax  in 
Australia,  then  rank  for  assessment  here.  The 
iniquity  of  double  taxation  within  the  Empire  is 
recognized  by  the  Government,  and  three  years 

[ This  concludes  the 

13.054.  Chairman:  You  represent  the  National 

Federation  of  Iron  and  Steel  Manufacturers? — I do. 

13.055.  Are  there  a great  number  of  firms  con- 
cerned?— We  have  practically  the  whole  of  the  most 
important  iron  and  steel  firms  in  England.  At  the 
time  my  evidence-in-chief  was  prepared,  we  had  252 ; 

I think  the  number  has  slightly  increased  since.  We 
represent  a wage  bill  of  £21,000,000  per  annum,  and 
a capital  of  about  £150,000,000.  Those  are  approxi- 
mate figures  that  give  some  idea.  I might  explain  to 
your  Lordship  that  the  Federation  was  really  formed 
at  the  request  of  the  Ministry  of  Munitions  during 
the  war,  in  order  to  be  the  medium  of  communication 
between  the  Government  and  all  the  many  sections  of 
the  iron  and  steel  trade;  and  the  Government,  of 
course,  took  good  care  to  see  that  it  was  fully  repre- 
sentative. 

13.056.  We  have  your  paper,  and  you  will  be 
examined  by  members  of  the  Commission  who  want  to 
ask  you  questions  on  various  points.  There  is  no 
suggestion  in  your  paper,  so  far  as  I have  seen  yet, 
about  how  we  are  to  raise  more  money.  Have  you  ever 
thought  of  that? — I have,  my  lord. 

13.057.  At  the  end,  after  you  have  gone  through 
your  examination  on  this  matter,  perhaps  you  will 
give  Borne  help  to  the  Commissioners  as  to  how  to 
raise  money? — I will  do  my  best,  my  lord,  but  I 
cannot  hold  out  any  prospect,  I am  afraid,  of  very 
great  help. 

13.058.  Dr.  Stamp  will  ask  you  some  questions  first? 
— Shall  I have  any.  opportunity  of  adding  something — 
not  at  any  length,  because  I quite  realize  that  many 
pointsi  in  my  evidence  have  been  brought  before  you 
by  many  other  witnesses;  but  I should  like  to  add 
one  or  two  words  at  some  period. 

13.059.  If  you  would  like  to  make  a short  state- 
ment now,  that  would  be  quite  agreeable  to  us? — If 
you  please,  my  lord,  it  will  bo  quite  short.  It  is 
merely  to  add  by  illustration  one  or  two  points. 

13.060.  Yes,  if  you  will  do  that? — May  I say  a word 
with  regard  to  depreciation,  which  is  dealt  with  in 
the  proof,  to  which  we  attach  very  great  importance. 
Our  two  short  submissions  are : that  Income  Tax  ought 
to  be  levied  on  actual  profits,  and  not  on  an  arbitrary 
sum  which  is  fixed  by  a Statute  to  be  profits,  but 
which  are  not  really  profits  at  all.  That  is  the  first 
point.  The  second  point  is  that  it  is  an  inherent 
necessity  that  our  capital  should  be  preserved  intact, 
and  that  such  allowances  ought  to  be  made  as  will 
enable  that  to  be  done.  Without  labouring  it  at  all, 
've  submit  that  w'e  should  be  allowed  to  'make  such 
reserve,  before  being  assessed  to  Income  Tax,  as  will 


ago  it  allowed  a rebate  of  taxation  here  in  respect 
of  profits  already  taxed  in  the  Dominions.  But, 
owing  to  the  high  level  of  taxation  this  rebate  is 
not  enough,  and  one  by  one  companies  subject  to 
the  burden  are  transferring  their  head  offices  to 
the  countries  in  which  they  make  their  profits. 
This  country  is  the  loser  by  the  process,  since  it 
tends  to  weaken  trade  relations  between  the 
Dominions  and  the  Mother  Country.  No  doubt 
this  aspect  of  double  taxation  will  be  dealt  with 
by  the  Royal  Commission  which  is  now  investigat- 
ing the  question  of  Income  Tax  reform.” 

Conclusion. 

13,053.  (29)  The  Federation  urges  upon  the  Royal 
Commission  the  necessity  of  substituting,  for  the  pre- 
sent empirical  system  of  assessment,  one  scientifically 
devised  which  will  impose  a minimum  of  hardship 
upon  traders  during  the  difficult  years  that  are  ahead. 
The  goodwill  of  taxpayers  is  an  asset  of  much  value 
to  the  Inland  Revenue.  This  can  best  be  gained  by 
a publicity  in  the  methods  of  assessment  for  Income 
Tax  such  as  will  put  the  taxpayer  in  possession  of  all 
information  pertaining  to  the  system  under  which  he 
is  taxed.  The  indubitable  right  of  the  taxpayer  to 
know  how  he  is  being  taxed  can  be  met  by  making 
public,  at  reasonable  cost,  the  codes  of  instructions  at 
present  issued  to  Surveyors,  and  by  publishing  new 
and  important  official  rulings  as  they  arise 

evidence-in-cliief.'] 

provide  for  the  full  depreciation  of  our  plant.  May  I 
anticipate  a little  of  your  lordship’s  criticism  by  say- 
ing that  we  believe,  if  provision  of  that  kind  were 
made,  the  Revenue  would  not  be  an  ultimate  loser; 
because  our  plant  being  in  a much  better  condition, 
and  our  works  being  remodelled  by  these  reserves,  they 
would  produce  larger  profits,  which  would  become 
liable  to  Income  Tax  when  they  were  in  operation. 

12.061.  Is  that  the  suggestion  that  you  were  going 
to  make  to  us  at  the  end,  or  are  we  going  to  get  some 
additional  ones?  You  were  very  kindly  going  to  help 
us  in  regard  to  raising  the  money  that  you  are  all 
wanting  us  to  take  away  from  the  Revenue,  and  it  is 
very  pleasant  for  us  to  have  any  one  come  with  that 
Intention? — I am  afraid  I only  promised  your  lord- 
ship  to  try.  I am  quite  sure  Dr.  Stamp  will  tell  me, 
but  I believe  I am  right  in  saying  that  that  principle 
that  we  ask  for  is,  to  some  extent,  recognized  in  ship- 
ping; that  they  are  allowed  to  build  up  certain  re- 
serves on  a percentage  of  the  value  of  their  ships  for 
the  purpose  which  I have  mentioned.  We  ask  for 
something  like  that.  The  two  classes  of  property  we 
ask  you  to  deal  with  are  the  machinery  and  the  build- 
ing. With  regard  to  our  buildings,  we  are  in  rather 
a peculiar  position.  Because  of  the  very  heavy  nature 
of  our  machinery,  we  have  very  large  sums  to  spend 
on  foundations,  which  are  quite  unusual,  and  we  ask 
that  some  special  consideration  should  be  given  with 
regard  to  that.  With  regard  to  the  buildings,  I want 
to  give  you  two  or  three  figures.  The  real  deprecia- 
tion we  get,  apart  from  the  recent  Act,  is  the  difference 
between  the  gross  value  and  the  assessable  value,  which 
is  one-sixth.  Now  if  you  take  a building  that  cost 
£12,000,  the  gross  assessment  at,  say,  £600,  and  then 
the  net  Schedule  A assessment,  taking  one-sixth  off, 
amounts  to  £500,  which  is  the  value  on  which , the 
duty  is  assessed.  The  allowance  would  therefore  bo 
£100  for  that  depreciation.  Taking  that  on  the 
capital  value  of  £12,000,  it  does  not  amount  to  1 per 
cent. ; it  is  -83  per  cent. 

13.062.  Have  you  had  a great  deal  of  extra 
depreciation  during  the  war? — We  have. 

13.063.  Have  you  made  a lot  of  money  in  your 
district  during  the  war? — I have  every  desire  to 
answer  the  question,  but  I think  the  difficulty  is 
this.  Some  sections  of  the  steel  trade,  I should  think, 
have;  others  have  not;  and  as  I say,  there  is  very 
great  doubt  whether  we  ourselves  know  what  wo  have 
done.  Owing  to  the  impossibility  of  keeping  the 
plant  in  order,  we  are  now  being  faced  with  so  much 
deferred  repairs ; there  is  the  uncertain  quastion  of 
stocks;  there  are  so  many  uncertainties  for  the  future, 
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that  I believe  it  is  almost  impossible  for  anyone  in  a 
large  iron  and  steel  works,  to  say  for  the  next  two 
or  three  years  whether  they  have  made  money  or  not. 
For  a given  period,  a short  period,  undoubtedly 
money  has  been  made;  but  against  that  there  are  so 
many  uncertainties  that  I do  not  believe  it  is  possible, 
taking  the  broader  view  of  it,  to  say  whether  we  have 
made  money  or  not. 

13.064.  With  regard  to  the  companies  that  you 
represent,  have  you  gone  into  the  dividend  paying 
capacity  of  them? — No,  we  do  not  at  all  deal  with 
any  of  the  finances  of  the  individual  companies. 

13.065.  Supposing  you  had  had  great  financial 
success  in  your  undertakings,  I was  only  wondering 
on  what  basis  you  are  coming  before  us  to  get  a 
reduction? — I do  not  think  we  have  had  any 
exceptionally  great  financial  benefit.  The  Inland 
Revenue,  of  course,  have  all  our  figures.  I have 
never  heard  it  suggested  that,  taking  the  iron  and 
steel  trade  as  a whole,  there  has  been  anything  in  the 
nature  of  extraordinary  profits.  If  there  have  been, 
the  Government  have  taken  it  back  from  us  very 
quickly,  because  we  have  had  to  pay  Munitions  Levy 
and  Excess  Profits  Duty. 

13.066.  But  have  you  had  allowed  some  very  large 
extra  depreciation  during  the  last  few  years? — I think 
we  have  had  allowed  (Dr.  Stamp  will  correct  me  if 
I am  wrong)  about  15  per  cent,  as  a maximum ; I am 
not  quite  sure  of  that  figure. 

13.067.  Have  you  not  had  some  allowances  on 
account  of  the  works  that  you  put  up  to  carry  out 
munition  work? — Certainly.  Those  works  have  been 
put  up  for  national  purposes  under  conditions  which 
have  rendered  it  utterly  impossible  to  put  them  up 
on  any  commercial  basis. 

13.068.  Do  you  utilize  these  works  now? — Some  of 
them.  Some  of  them  are  not  quite  in  operation  and 
some  of  them  are  in  operation. 

13.069.  I was  just  making  these  general  inquiries 
of  you? — I am  pleased  if  I can  answer  them.  So  far 
as  I know  no  allowances  have  been  made  which  put 
us  in  as  good  a position  with  regard  to  extension 
works  as  we  should  have  been  in  if  we  had  put  the 
works  up  before  the  war  and  paid  the  whole  cost 
ourselves. 

13.070.  That  is  quite  reasonable? — Yes,  I should  say 
that.  I have  some  experience  in  my  own  company. 
We  have  been  putting  up  some  works,  but  owing  to 
the  increased  cost  and  owing  to  the  difficulty  of 
getting  good  material  I should  say  we  would  have 
been  better  off  decidedly  before  the  war  if  we  had  put 
them  up  ourselves  and  paid  the  whole  cost.  I have 
been  told  that  in  some  other  countries  the  commercial 
interests  are  treated  better  than  in  England,  but  I 
have  not  got  the  information  in  a reliable  form. 
They  are  more  in  the  nature  of  trade  reports,  but  if 
I might  very  respectfully  suggest  it  to  your  lordship, 
no  doubt  you  would  have  the  means  of  getting  that 
information,  which  might  be  of  assistance  to  you. 
Then  on  the  question  of  obsolescence,  I wanted  to  add 
something.  That  is  of  vital  importance  to  us,  and 
you  will  notice  that  I attach  to  my  proof  a schedule 
[not  reproduced].  I did  that  because  I did  not  wish 
to  make  the  evidence  too  long.  That . schedule  sets 
out  concisely  some  special  conditions  as  to  the  steel 
trade.  I do  not  propose  to  read  it  or  do  more  than 
say  that  the  object  of  setting  it  out  is  to  enable  the 
Commission  to  realize  the  special  difficulties  we  have, 
and  the  reason  we  ask  for  these  allowances.  I will 
only  read  one  point,  if  I may  direct  your  attention  to 
the  last  paragraph : “I  believe  that  in  any  up-to-date 
steel  works  it  has  been  necessary,  owing  to  the  special 
circumstances,  for  a long  period  of  years  to  expend  on 
the  works  an  amount  equal  to  the  approximate  initial 
cost  on  an  average  about  once  in  each  twelve  years.” 
The  previous  part  of  the  schedule  will  give  your 
lordship  the  history  of  the  complete  revolutions  in 
the  practice  of  making  steel,  which  have  led  to  that 
result.  The  point  I want  to  make  is  that  your  lord- 
ship  will  see  that  an  allowance  of  5 per  cent, 
depreciation  is  quite  insufficient  when  you  have  to 
meet  the  facts  of  which  that  is  a summary.  These 
facts  in  this  schedule  have  been  produced  to  the 
Board  of  Inland  Revenue,  and  I do  not  think  I am 
saying  too  much  when  I say  their  accuracy  has  been 
proved  to  their  satisfaction. 


13.071.  Have  you  concluded  your  personal  state- 
ment now? — I am  entirely  in  your  lordship’s  hands; 
I should  have  liked  to  add  one  or  two  points. 

13.072.  With  pleasure.  We  have  your  evidence-in- 
chief before  us? — I will  not  repeat  anything  there. 

13.073.  If  you  would  like  to  say  something  in 
addition  to  what  you  have  already  said  it  will  be 
quite  agreeable  to  the  Commission? — If  you  please. 
There  is  a paragraph  that  deals  with  the  rates  of 
exchanges  between  different  countries.  The  point  I 
want  to  make  is  that  the  industry  which  has  one  of 
the  best  prospects  of  doing  something  in  that  direc- 
tion is  the  iron  and  steel  trade.  The  iron  and  steel 
trade,  with  its  allied  trades,  such  as  shipbuilding  and 
engineering,  are  amongst,  if  not  the  largest 
employers  of  labour  in  this  country,  and  also 
pay  extremely  high  wages  to  their  Labour. 
Before  the  war  we  produced  about  7,000,000  tons  of 
steel  in  England,  of  which  we  exported  5,000,000  tons. 
We  are  now  up  against  enormously  increased 
American  competition.  I could  say  a great  deal  upon 
that,  but  I do  not  want  to  take  up  your  time.  Also, 
America  is  the  country,  if  I may  say  so,  with  all 
friendliness,  that  we  want  to  deal  with  as  to  ex- 
change, and  get  it  down  as  quickly  as  possible  for 
many  reasons.  At  present  we  are  absolutely  handi- 
capped 'in  competing  with  America  for  reasons  which 
are  set  out  fully  in  this  schedule.  I am  quite  satis- 
fied that  we  have  no  chance  of  competing  or  helping 
in  the  way  I have  mentioned  unless  we  can  practically 
remodel  (I  am  speaking  generally)  a very  large  pro- 
portion of  the  works  on  the  lines  set  out  there,  which 
I will  not  repeat.  Income  Tax  is  so  heavy  that, 
unless  we  can  be  helped  by  some  allowances  to  build 
up  reserves  sucff  as  I have  mentioned,  I do  not  believe 
we  can  do  it  with  the  present  oost  of  material  and 
plant.  That  is  the  ground,  shortly,  on  which  I ven- 
tured to  suggest  to  your  lordship  this  central  body  on 
which  there  should  be  impartial  representatives, 
someone  having  technical  knowledge  of  this  industry. 

I am  not  suggesting  that  any  wild-cat  scheme  should 
be  encouraged  in  that  way,  but  I believe  if  the  Inland 
Revenue  had  some  technical  advice — I have  not  a 
single  word  to  say  against  our  experience  of  the 
Inland  Revenue,  but  I believe  if  they  could  in  some 
way  gather  round  themselves  technical  advice  in  any 
well-considered  scheme  of  that  kind,  the  result  of 
what  I am  asking  would  be  to  give  a national  benefit 
in  the  reduction  of  cost  of  production  and  other 
matters,  and  would  not  ultimately  involve  a 
loss  to  the  Revenue,  because  this  would  result 
equally  in  increased  profits,  and  whatever  we  do 
the  Revenue  goes  on  for  ever.  I hope  I 
have  made  my  point  clear  to  your  lordship. 
Then  there  is  another  thing  about  obsolescence. 
There  is  at  present  a variation  in  the  practice.  I 
could  give  you  all  the  details,  but  the  net  result  is 
that  in  depreciation  allowances  if  you  have  not 
enough  profit  one  year  you  carry  forward  the  loss 
against  the  next  year  until  you  can  wipe  it  off.  In 
obsolescence  you  only  have  a claim  against  the  par- 
ticular year,  and  if  in  that  year  you  have  not  enough 
profit  to  clear  off  your  obsolescence  allowance  you  do 
not  get  it.  We  ask  that  obsolescence  allowances 
should  be  put  on  the  same  principle  as  depreciation 
allowances,  and  it  is  even  more  necessary,  because, 
as  your  lordship  will  see,  if  you  undertake  a new 
departure  in  remodelling  your  works  it  is  a much 
larger  item  to  deal  with  than  an  ordinary  annual 
depreciation,  and  you  may  not  have  enough  profit 
to  do  it.  We  are  immediately  faced  with  that  now. 

I believe  myself  we  nearly  all  of  us  have  to  make 
very  large  alterations  in  the  increased  use  of  elec- 
tricity, which  will  again  involve  something  like  one 
of  the  changes  which  is  set  out  in  the  schedule. 

After  what  you  have  said,  my  lord,  about  wasting 
assets,  I merely  adopt  the  evidence  you  have  already 
had  before  you,  if  I may  just  add  one  illustration, 
because  I think  it  brings  out  clearly  what  the  position 
is.  If  a manufacturer  purchases  a ton  of  minerals 
from  a producer’s  works  abroad  or  elsewhere,  he  is 
allowed  to  add  all  the  costs  of  transit  in  bringing 
that  mineral  to  his  factory  to  the  prime  cost  of  the 
material,  .and  debit  the  whole  of  that  cost  to  the 
finished  article  at  his  works  before  he  is  assessed  for 
Income  Tax.  Your  lordship  sees  if  he  buys  the 
mineral  from  another  producer  he  merely  charges 
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the  full  cost.  If  the  manufacturer,  instead  of  pur- 
chasing the  mineral  in  this  way,  purchases  in  the 
form  of  mineral  lying  in  its  natural  position  below 
the  ground  in  a foreign  country — I take  a foreign 
country  because  it  is  important  to  us;  I do  not  know 

that  there  is  much  difference  in  its  being  abroad 

he  is  not  permitted  to  debit  the  full  cost  of  producing 
his  finished  article.  I will  take  a typical  case,  which 
is  one  in  practice:  supposing  a firm  buys  a mine 
abroad  containing  a million  tons  of  mineral  for 
£200,000.  You  have  got  the  prime  cost  of  that 
mineral,  4s.  a ton.  The  real  cost  when  it  gets  to 
your  works  in  England  must  be  4s.,  plus  the  cost  of 
the  mining,  plus  the  cost  of  transport;  but  the 
present  incidence  of  Income  Tax  does  not  allow  you 
to  include  that  4s.,  the  prime  cost,  if  you  carry  on 
the  mine  yourself,  but  if  you  buy  the  mineral  from 
another  man,  he,  of  course,  adds  to  his  cost  enough 
to  redeem  his  prime  expenditure;  you  pay  him  a 
price  for  it  which  includes  that,  and  then  you  debit 
it.  The  point  I want  to  make  is  this,  that  you 
penalize  the  enterprising  man  who  acts  in  that  way 
instead  of  buying  his  minerals  abroad  and  paying  a 
profit  to  some  foreign  country,  often  a very  large 
one,  and  also  getting  irregular  supplies,  which  is  very 
important  to  us.  The  man  who  is  an  enterprising 
man  says,  “I  will  get  my  regular  supplies;  I will 
take  the  risk  of  carrying  on  a mine;  I will  get  it  and 
bring  it  myself.”  You  penalize  him  because  you  say, 
“ we  pull  not  allow  you  to  debit  the  cost  of  that 
material,”  whereas  if  he  buys  it  from  a foreigner  he 
debits  the  whole  lot. 

13.074.  What  do  you  want  us  to  do? — I say  in  that 
case  I think  that  is  part  of  the  wasting  asset ; it  is 
an  illustration  of  that.  When  the  Income  Tax  was 
very  low  it  did  not  matter  so  much,  but  I assure  your 
lordship  that  from  a commercial  point  of  view  if 
the  present  system  is  going  to  continue  it  will 
prevent  a great  deal  of  enterprise.  You  cannot 
afford  to  buy  mines  and  run  them  yourself 
and  take  all  the  risk  and  then  be  in  a worse  position 
to  the  extent  of,  it  may  be  4s.  a ton,  or  the  Income 
Tax  on  it,  than  if  you  got  it  from  a foreigner.  If 
I have  made  my  point  clear  I do  not  want  to  enlarge 
upon  it. 

13.075.  It  is  clear  enough  to  know  what  you  want? 
— If  I have  made  that  instance  clear,  because  it  is 
such  a typical  one  in  our  industry,  then  I think  I 
may  leave  it. 


13.076.  That  pertains  to  every  trade  and  to  every- 
body in  a similar  position  to  yourself? — It  would,  my 
lord,  if  there  are  any,  but  at  the  moment  I cannot 
think  of  any  industry  which  requires  this  material. 
It  might  apply  in  some  of  the  chemical  trades — 
nitrate  for  instance.  It  would  apply  to  any  other 
trade  which  had  the  same  conditions  as  we  have, 
undoubtedly.  I cannot  understand  some  of  the  legal 
decisions  on  this.  One  of  the  judges  with  regard  to 
a nitrate  company  which  was  working  out  its  nitrate 
quickly  gave  a learned  judgment:  “ The  bed  of  stuff 
is  bought  with  capital,  and  is  capital.”  That 
would  seem  to  involve  that  the  bed  of  stuff  should 
appear  on  the  balance  sheet  of  the  company  at  its 
ouginal  cost,  although  it  has  been  totally  exhausted, 
and  you  have  paid  Income  Tax  on  the  money  obtained 

}'  exhausting  it.  I confess  I cannot  follow  the 
argiimenc.  We  would  all  be  bankrupt  if  we  did  that 
kind  of  thing. 

13.077.  Yes,  but  you  do  not  do  that? — We  do  not, 

because  we  have  to  provide  for  it  out  of  profit,  but 
we  submit  it  is  an  injustice,  and  I hope  your  lord- 
ship  will  not  think  we  take  entirely  a narrow  view. 
'Ve  say  it  is  against  the  interest  of  the  country  that 
a system  should  bo  continued  which  prevents  enter- 
prise which  would  be  of  benefit  to  the  country.  The 
w*6  , remarks  apply  to  leasehold  property.  As  to 
patent?  we  should  have  a good  deal  to  say  if  time 
LTnittfd-  We  buy  foreign  and  English  patents.  If 
i e 0 °f  us  y°ur  lordship  how  many  we  buy 

ore  we  get  one  that  is  worth  anything,  you  might 
r surpnsed  but  we  have  no  means  at  present  of 
; , fbe  cos!  °f  those ; and  again  I submit  it 

. deterrent  to  people  with,  the  present  very  high 
bn  niTe  m Setting  them.  We  ask  that  we 'should 
patents'6^  Writ°  °ff  th'3  C°St  durinS  the  ,ife  of  the 

m.^LeSpeC,ally  wisb  tu  niention  the  question  of  a 
P rent  company  and  a subsidiary  company,  which 


affects  us  a good  deal.  Your  lordship  knows  that  a 
private  firm  can  pool  all  of  them ; if  we  happen  to  be 
a company  we  cannot.  We  ask  that  we  should  be 
put  in  the  same  position  as  a private  firm. 

I dare  not  do  more  than  mention  the  next  question, 
because  we  are  very  anxious  to  put  our  views  before 
you  on  the  housing  question,  and  how  houses  are 
dealt  with  in  connection  with  works.  Your  Lord- 
ship  is  very  indulgent  to  me  about  time,  and  I will 
not  do  more  than  mention  it.  I have  myself  as 
Chairman  in  Lincolnshire  a scheme  in  hand  for 
putting  up  workmen’s  houses.  We  do  attach  very 
great  importance  to  the  possibility  of  some  relief. 

13.078.  Are  you  doing  it  by  yourself? — We  are  at 
the  moment  considering  what  we  should  do.  We 
have  bought  a large  area  of  land  ourselves;  we  have 
got  schemes  laid  out  by  three  selected  architects,  the 
best  people  we  could  get;  we  have  had  negotiations 
with  the  local  authority  and  have  got  everything 
ready.  I do  not  think  it  would  take  very  long  to 
tell  your  lordship  what  I want,  if  you  have  time 
for  it. 

13.079.  Chairman:  Do  you  want  some  relief  or 
some  help  in  connection  with  this  building  scheme 

that  the  Income  Tax  Commission  could  give  you? 

Yes,  we  do,  from  the  Commission. 

13.080.  What  is  the  relief? — The  relief  is  this,  and 
I can  give  you  the  figures  quickly.  We  have  got 
tenders  in  now  for  typical  houses  containing  a sitting 
room,  a kitchen,  three  bedrooms,  a bathroom  and  a 
little  garden,  built  abo  L ten  to  the  acre.  The  tenders 
are  £920  each  including  roads  and  drainage.  Assum- 
ing we  build  them  ourselves  we  cannot  raise 
the  money  under  6 per  ent.  under  present  con- 
ditions. That  means  we  have  £55  a year  to  pay  for 
the  money  for  building  each  house.  We  have  dis- 
cussed it  with  our  workpeople;  I have  had  many 
meetings  with  them  myself,  and  we  are  on  entirely 
friendly  terms  with  them  in  this  matter,  and  they  say 
the  highest  rent  they  can  afford  to  pay  is  10s.  a 
week,  they  paying  the  rates.  I agree  with  them  in 
that  myself;  in  many  places  they  could  not,  but  these 
are  highly  paid  men.  The  position  your  lordship 
sees  is  this,  that  we  get  from  the  tenant  £26  per 
year.  We  estimate  that  the  cost  of  tax,  repairs, 
management,  outside  painting  and  all  that  kind  of 
thing  will  absorb  £6  a year,  giving  us  £20.  Taking 
that  £20  at  16  years’  purchase,  that  represents  the 
economic  value  of  that  house  at  £320,  as  one  of  our 
assets  which  has  cost  us  £920.  The  point  I want  to 
make  is  that  in  these  cases — and  tve  have  a great 
many  of  them  up  and  down  the  country — these  houses 
are  just  as  much  necessary  for  running  the  works  as 
the  plant  or  trade  buildings.  None  of  us  would  build 
houses  as  an  investment — not  for  a moment.  We  may 
be  influenced  by  a desire  to  give  our  workpeople 
better  conditions,  but  apart  from  that  it  is  a trade 
necessity.  The  reason  for  it  in  Lincolnshire,  of  which 
I can  speak  myself,  is  that  in  a district  already  under- 
housed there  is  upwards  of  £7,000,000  being  spent  in 
extension  of  iron  and  steel  works  to  meet  Government 
requirements.  Therefore  at  one  sweep,  so  to  speak, 
you  have  got  to  provide  a new  town.  Something  like 
4,000  houses  will  be  required  wjthin  the  next  4,  5, 
6,  7 or  8 years,  and  that  will  more  than  double  the 
whole  place.  We  must,  if  we  do  this,  write  down  the 
loss  out  of  profits;  that  is  all  we  can  do.  We  cannot 
allow  a house  that  has  cost  £920,  and  which  is  only 
economically  worth  £320,  to  stand  in  our  balance 
sheet  at  £920.  The  Government  are  extremely 
anxious  for  houses.  We  are  quite  willing  to  do  our 
share,  not  only  for  commercial  reasons,  but  we  feel  we 
ought  to  as  they  are  for  our  workpeople.  What  I 
ask  is  that  you  would  recommend  that  whatever  the 
Inland  Revenue  are  satisfied  is  the  difference  between 
the  economic  value  of  the  houses  and  the  cost,  we 
should  be  allowed  to  write  down  out  of  profits  before 
Inpome  Tax  is  assessed.  I put  it  to  you,  my  lord— 
tins  is  on  the  fringe  of  your  lordship’s  Commission 
possibly,  but  it  is  one  of  the  most  important  national 
questions,  perhaps,  that  there  is  at  the  present 
moment — how  are  these  houses  going  to  be  built  if 
we  have  to  face  spending  £920  to  get  £320  worth, 
and  then  pay  6s.  in  the  £ on  the  money  we  write 
off  to  get  back  our  loss?  I cannot  see  how  com- 
mercially this  can  be  done,  I have  other  figures.  Wo 
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have  the  option  of  doing  this  through  public  utility 
societies. 

13.081.  I was  going  to  ask  you  about  that? — I can 
give  you  the  corresponding  figures  then.  Your  house 
costs  £920.  The  Government  lends  you  75  per  cent, 
of  that;  that  is  £690.  You  have  to  find  yourselves 
£230.  The  net  revenue  is  £20,  as  I have  given  your 
lcrdship  the  figure.  The  annual  payment  to  the 
Government — we  do  not  at  present  exactly  know 
the  rate — is  to  repay  capital  and  interest  in  50  years, 
and  I am  assuming  5£  per  cent.,  which  I am  told  is 
the  probable  figure;  that  is  £38  4s.  6d.  a year  that 
you  have  to  pay  the  Government  on  a loan  of  three- 
quarters  of  the  cost.  Of  that  they  allow  you  to  write 
off  40  per  cent.,  that  is  £15  6s.  Od.  That  reduces 
the  net  payment  to  the  Government  to  £22  18s.  6d. 
against  a total  receipt  of  £20,  so  that  you  not  only 
get  no  interest  on  the  £230  you  put  in  yourself,  but 
you  have  to  find  out  of  your  own  moneys  something 
to  make  up  the  deficit  on  the  Government’s  interest. 

13.082.  What  is  the  economic  value  of  this  pro- 
perty to  your  works,  because  you  might  build  houses 
(I  can  conceive  it  possible,  because  I know  it  has 
been  done)  not  to  bring  in  profit  at  all  as  an  invest- 
ment, but  they  add  to  the  value  of  your  works 
altogether  by  the  men  living  there  and  being  there. 
Is  it  to  be  considered  solely  as  a question  of  interest 
upon  your  investment? — I agree.  Your  lordship’s 
point  is  an  absolutely  good  one.  It  is  a great  benefit 
to  have  them,  but  that  benefit  can  only  be  interpreted 
in  your  increased  profits,  which,  if  they  arrive,  we 
have  to  pay  Income  Tax  on. 

13.083.  Yes,  I understand.  Is  there  anything  else 
you  wish  to  say? — I hope  it  has  not  been  a waste  of 
time  to  put  that. 

13.084.  Oh,  no? — That  really  does  apply  all  through 
the  country  to  very  many  iron  and  steel  works  on 
account  of  the  extensions. 

13.085.  Yes,  I understand  that? — Then  the  other 
matters  not  in  my  proof  I may  just  mention.  At 
present  a taxpayer  has  21  days  to  appeal  against 
an  assessment.  It  is  utterly  insufficient.  The 
Surveyor,  who  knows  infinitely  more  about  it  than 
we  do,  has  12  months  after  the  year.  I am  told 
that  that  is  the  fact — I am  sorry  if  it  is  not. 

I suggest  that  your  lordship  should  recommend 
that  we  should  have  as  much  time  as  the 
expert.  Then  there  is  another  point  that  we 
have  some  difficulty  about — -these  are  very  simple, 
short  points.  Under  the  Finance  Act  of  1918  there  is 
power  with  regard  to  depreciation  for  a considerable 
number  of  people  in  a trade  to  make  a special  appli- 
cation to  the  Board  of  Referees,  but  whatever  a “ con- 
siderable number  ” of  people  may  be  you  must  have 
that  number  before  you  can  move.  We  suggest  that 
if  any  individual  trader  chooses  to  go  to  the  Referees 
he  might  be  allowed  to  do  so.  I will  adopt  all  that 
has  been  said  about  the  double  rate  of  Income  Tax 
within  the  Empire.  There  have  been  three  or  four 
witnesses.  I will  only  say  that  I am  asked  by  the 
steel  trade  to  say  that  that  question  peculiarly  affects 
them.  They  wish  strongly  to  confirm  as  far  as  they 
are  able  the  evidence  already  given.  The  last  point 
I am  going  to  trouble  your  lordship  on  is  this:  we 
also  ask  that  your  lordship  would  recommend  that 
any  finished  goods  which  come  into  this  country  from 
our  competitors  abroad  should  pay  the  same  rate  of 
Income  Tax.  Whoever  sells  them  or  brings  them  here 
should  pay  a tax  equivalent  to  the  tax  in  this  country. 
Your  lordship  knows  the  point.  Wo  say  they  ought 
not  to  come  in,  but  if  they  are  goods  which  take  the 
work  and  the  opportunity  of  earning  wages  out  of 
our  people  here  they  ought  to  pay  the  same  rate  of 
taxation ; and  to  show  that  we  then  shall  be  very 
much  worse  off  than  other  countries,  may  I without 
reading  it  refer  your  lordship,  so  that  it  will  get  on 
to  the  note,  to  the  statement  of  import  duties  levied 
in  foreign  countries  on  iron  and  steel,  published  bv 
the  Board  of  Trade,  dated  December,  1913,  pages  351 
to  492,  and  I think  that  if  our  competitors  are  simply 
called  upon  to  pay  an  amount  equivalent  to  Income 
Tax  on  the  finished  goods  which  come  in  they 
will  be  a great  deal  better  off  compared  with 
us  than  we  shall  be  in  their  country  when  we 
have  paid  what  we  have  to  pay  for  our  goods  which 


go  there.  The  witnesses  whose  evidence  I adopt,  to 
save  time,  are  Sir  Frederick  Young,  Sir  C.  Campbell 
McLeod,  Sir  James  Martin,  the  Right  Hon.  Sir  A. 
Williamson  and  Sir  William  Vestey,  who  have  already 
been  examined. 

13.086.  You  have  seen  their  evidence? — I have  read 
their  evidence,  and  whilst  1 do  not  adopt  the  whole  of 
it,  because  a good  deal  of  it  does  not  relate  to  the  iron 
and  steel  industry,  I do  adopt  the  portion  which  is 
applicable  to  that  industry,  and  I should  only  be 
repeating  practically  what  they  have  said  if  I took 
up  your  lordship’s  time. 

13.087.  You  adopt  their  suggestions? — So  far  as 
regards  the  portion  which  is  applicable  to  our  in- 
dustry. 

13.088.  Dr.  Stamp : Taking  your  evidence  this  after- 
noon before  the  printed  statement,  when  you  were 
referring  to  what  you  regard  as  the  insufficiency  of 
the  present  legal  allowance  in  respect  of  depreciation 
of  buildings,  you  gave  us  an  interesting  example;  I 
think  it  ran  something  like  this,  a value  of  £12,000,  a 
gross  assessment  to  Schedule  A £600  and  a net  assess- 
ment of  £500 ; so  that  the  difference  between  the  gross 
and  the  net  being  £100,  that  represented  the  annual 
allowance,  and  was  less  than  one  per  cent.,  namely, 
•84;  was  that  right? — Yes. 

13.089.  The  Schedule  A assessment  covers  the  land 
as  well  as  the  buildings,  does  it  not? — Yes. 

13.090.  Therefore  I take  it  that  the  value  with 
which  you  have  compared  it,  the  £12,000,  also  covers 
the  land? — I think  it  should  do;  I do  not  think  the 
point  had  occurred  to  me. 

13.091.  Would  you  suggest  how  much  on  an  average, 
on  the  general  linos  of  that  £12,000,  might  be  taken 
to  be  land — one-fifth  or  one-sixth? — Oh,  dear,  no  ! 

13.092.  Not  so  much? — It  is  negligible.  Steel  works 
are  never  put  up  on  expensive  land,  as  his  lordship 
knows.  They  are  usually  put  up  on  land  worth  £15  to 
£20  an  acre,  or  something  like  that,  and  the  part 
taken  up  by  a building  is  almost  negligible. 

13.093.  Unless  there  is  to  be  some  special  legislative 
provision  for  your  particular  class  of  buildings — is 
not  that  what  you  suggest? — No. 

13.094.  You  want  a share  in  a general  provision? — 

I do  not  mind  very  much  in  what  form  the  relief  is 
given  so  long  as  we  get  it.  I say  it  is  necessary  for 
our  industry.  If  any  other  industry  can  show  that  it 
is  necessary  for  it  also,  it  ought  to  have  it,  but  I do 
not  represent  them  to-day. 

13.095.  I would  suggest  to  you  that  there  must  be 
a large  number  of  buildings  that  might  fall  under 
your  suggestion  in  which  the  land  would  be  an  appre- 
ciable part  of  the  £12,000? — I do  not  think  any  large 
proportion.  I can  quite  see  it  might  where  you  have 
an  alteration  in  a steel  works  in  the  middle  of  a big 
town. 

13.096.  I suggest  it  might  be  as  high  as  a quarter  of 
the  total  ? — I really  do  not  think  I can  assent  to  that. 

13.097.  Are  you  acquainted  with  the  rating  methods 
of  arriving  at  the  values? — Yes. 

13.098.  I take  it  the  gross  Schedule  A assessment  is 
usually  the  same  as  the  gross  estimated  rental?— 
Usually. 

13.099.  You  have  reckoned  your  gross  assessment  at 
5 per  cent,  apparently  on  the’ total  amount? — Yes. 

13.100.  Would  that  be  a general  figure  to  be 
adopted  by  a rating  authority? — I myself  was  legal 
adviser  to  a borough  for  20  years,  and  I have  never 
known  myself  what  the  practice  was.  I can  tell  you 
the  principle.  The  principle,  of  course,  is  what  the 
hypothetical  tenant  would  give  for  it  as  rent  from 
year  to  year.  I do  not  think  on  the  true  principle 
of  local  rating  the  capital  cost  is  material  at  all. 

13.101.  Assume  that  it  is  not;  still  there  must  be  a 
relationship  between  the  two ; what  would  that  re- 
lationship be  as  a rule? — I do  not  think  there  is 
one. 

13.102.  There  may  not  be  a relationship  which  is 
used  as  a rule  as  a constant,  xbut  if  you  put  a number 
of  cases  you  would  have  a relation  between  the  two 
aggregates? — I do  not  think  there  is  in  regard  tc 
iron  and  steel  works  the  slightest  relation.  I admit 
if  you  have  a house  which  is  let  to  a tenant  for  i. 
rent,  there  you  have  the  evidence. 

13.103.  I will  put  it  in  this  way : supposing  yoi 
took  a large  number  of  cases  and  added  up  the  tota 
gross  estimated  rental,  the  assessment  to  poor  rate 
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and  you  also  added  up  all  the  capital  costs  and  got 
the  two  totals,  what  percentage  do  you  think  one 
would  he  of  the  other?— I do  not  think  there  would 
be  any  relation. 

13.104.  One  of  them  must  he  a percentage  of  the 
other,  surely? — Not  necessarily.  In  one  case  it  would 
be  one  percentage,  and  in  another  case  another  per- 
centage. 

13.105.  No;  I have  asked  you  to  aggregate  them? — 

I am  sure  I could  not  do  that. 

13.106.  I suggest  it  would  he  very  much  higher 
than  5 per  cent.?— I really  do  not  know.  I have 
never  yet  heard  it  suggested  that  that  was  any  true 
principle  of  rating. 

13.107.  I am  not  suggesting  that  there  is  any  prin- 
ciple there.  I only  ask  you  what  the  relationship 
would  be  between  the  two  aggregates  ?— As  I say,  I 
do  not  think  there  is  any  basis  on  which  you  can 
proceed.  I have  attended  the  Court  in  a very  large 
number  of  rating  appeals  with  eminent  counsel,  and 
I never  heard  it  suggested. 

13.108.  You  yourself  have  given  us  an  example  m 
which  you  have  put  a relationship  of  5 per  cent.? — 
I have. 

13.109.  I suggest  to  you  that  that  is  not  the  re- 
lationship which  would  usually  be  found? — I do  not 
disagree,  only  I do  not  know  that  there  is  a general 
or  even  typical  relationship. 

13.110.  I am  not  asking  you  what  the  relationship 
is  now.  I suggest  that  your  example  might  he  ren- 
dered in  this  way : £12,000  the  whole  value ; £9,600 
or  £10,000  for  the  value  of  the  buildings,  gross 
Schedule  A £800,  net  Schedule  A one-sixth  off, 
giving  you  your  allowance  of  £134? — Yes. 

13.111.  Instead  of  being  -8  per  cent,  it  is  1-4  per 
cent.? — Quite.  May  I answer  in  this  way:  I admit 
the  possibility,  but,  on  the  other  hand,  I think  you 
are  always  fair  in  admitting,  and  you  will  admit 
that  it  might  be  a case  in  which  the  land  was  not 
worth  £5,  and  yet  the  buildings  would  be  the  same. 

13.112.  Freely?— You  must  test  it  both  ways. 

13.113.  I am 'only  anxious  to  take  the  mean  case— 
neither  extreme.  I suggest  to  you  the  allowance 
might  be  quite  as  high  as  1*4  on  the  buildings,  rather 
than  ’8  which  you  put  to  us  as  a typical  case? 

Or  it  might  be  even  less  than  the  figure  I gave. 

13.114.  In  how  many  years  do  you  think  the  build- 
ings ought  to  he  written  off? — I admit  the  difficulty 
of  that.  The  buildings  are  subject  to  such  varying 
conditions  of  wear  and  tear  according  to  the 
machinery  in  them,  I admit  that  must  be  a matter 
of  inquiry. 

13.115.  Are  there,  in  fact,  buildings  that  have  been 
up  to  30  years?— I daresay. 

13.116.  Or  40?— I daresay. 

13.117.  Or  even  50? — Well,  I do  not  know  of  any. 

I think  it  might  be  possible,  but  I would  be  very 
sorry  to  see  them  in  any  works  that  I have  anything 
to  do  with.  _ 

13.118.  How  many  years  would  1-4  take  to  write  olt 
at  compound  interest?— I will  accept  whatever  figure 
you  give  me ; I am  quite  sure  you  know. 

13.119.  Dealing  now  with  the  question  of  reserve, 
you  made  a strong  point  that,  in  the  particular  cii- 
cumstances  of  your  industry,  it  is  essential  that  you 
should  be  allowed  to  put  on  one  side  these  considerable 
sums  for  protecting  your  industry? — Yes. 

13.120.  Is  your  industry  peculiar  in  that  respect? 
Could  the  same  argument  he  put  up  for  all  other  in- 
dustries, perhaps  not  for  the  same  reason.  My 
difficulty  is  that  I do  not  know  much  about  other 
industries.  I think  you  will  agree  that  our  industry 
is  peculiar  in  this  way,  that  owing  to  the  necessities 
of  the  war  we  have  had  an  utterly  abnormal  increase 
of  production.  The  only  trades  I have  any  real  ex- 
penience  of  are  iron  and  steel  and  coal  and  certain 
kinds  of  textile  trades,  so  I cannot  answer  as  to  the 
others.  I wanted  to  make  this  clear,  that  owing  to 
so  much  iron  and  steel  being  required  for  Govern- 
ment purposes,  we  have  had  an  utterly  abnormal 
increase.  We  have  had  within  three  or  four  years 
what  would  have  been  a normal  increase  m the  works 
in  perhaps  20  years.  Perhaps  Dr.  Stamp  would 
almost  accept  that.  The  production  has  increased 
from  7,000,000  to  14,000,000  tons,  approximately ; that 
does  introduce  a peculiarly  difficult  position  for  many 
works.  Some  of  these  works  that  have  been  put  up 


recently  are  up-to-date  and  well-equipped  works. 

If  we  are  to  keep  employment  in  the  country,  and  if 
we  are  to  be  able  to  export  our  productions,  we  must 
get  our  old  works  up  to  the  same  standard  of 
efficiency  as  the  new  ones ; and  whilst  I cannot  say 
that  there  are  no  other  industries  in  the  country 
which  may  be  affected  in  the  same  way,  I do  not 
know  of  one.  It  could  only  be  an  industry  where 
you  have  got  this  absolutely  abnormal  increase  all 
coming  at  once. 

13.121.  Have  you  had  large  allowances  from  the 
Ministry  of  Munitions  under  the  Munitions  Levy  or 
from  the  Board  of  Inland  Revenue  under  the  Excess 
Profits  Duty  for  that  considerable  expenditure  during 
the  war?  You  have  been  allowed  to  write  down  out 
of  your  profits,  have  you  not,  a large  part  of  the 
capital  expenditure? — Yes. 

13.122.  On  various  grounds — obsolescence,  redun- 
dancy, and  the  fact  that  they  would  not  be  so  valu- 
able after  the  war  owing  to  the  fact  of  the  large  pro- 
duction in  the  market? — So  far  as  I know,  the  only 
ground  has  been  the  increased  cost  of  putting  up  the 
works  during  the  war.  I do  not  remember  that 
obsolescence  entered  into  those  discussions.  I had  a 
good  many  of  them. 

13.123.  Have  you  had  no  occasions  where  it  has 
been  alleged  that  the  output  after  the  war  could  not 
be  taken  off  the  market,  and  therefore  there  was  a 
redundancy  of  plant  and  buildings? — I can  only  say 
1 do  not  remember  them. 

13.124.  What  sort  of  figure  has  the  capital  figure 
been  written  down  to,  from  £100  down  to  what,  in 
your  experience  for  the  four  years  of  war  ? — There 
has  been  so  much  variation.  Do  you  want  an  all- 
round figure? 

13.125.  Yes,  roughly? — I think  if  I said  from  40  to 

50  per  cent. 

13.126.  By  agreements  with  the  Ministry  and  so 
on,  you  have  got  anything  from  50  to  80  per  cent, 
written  off  the  total  expenditure? — I do  not  know 
anything  of  80  per  cent,  in  the  iron  and  steel  trade. 

13.127.  Mr.  McLintoclc:  Seventy-five  per  cent.?  — 
I do  not  know  75  per  cent. ; but  I would  not  say  it 
was  not  so.  The  highest  I know  myself  is,  I think, 
55  per  cent.,  but  if  you  wish  to  have  that,  I would 
like  to  have  an  opportunity  of  correcting  it  if  I am 
wrong. 

13.128.  ~Dr.  Stamp:  Would  you  accept  it  from  me 
that  ’ quite  commonly  allowances  down  to  30  per  cent, 
or  20  per  cent,  of  the  value  have  been  made,  that  is 
to  say,  70  or  80  per  cent,  of  the  whole  cost  lias  been 
deducted  from  the  profits? — I cannot  deny  it. but  I 
have  no  knowledge  of  such  cases.  I wish  you  had  told 
me  two  or  three  years  ago  that  it  was  so. 

13.129.  Perhaps  we  did  not  know  as  much  two  or 
three  years  ago.  I am  talking  about  what  the 
Ministry  settled  and  allowed  you  as  a deduction  from 
the  profits? — I do  not  know  myself  of  anything  above; 
55  per  cent,  is  the  maximum  that  I know  of. 

13.130.  Reverting  to  the  same  question,  there  might 
be,  even  with  the  knowledge  that  you  have  which  you 
think  is  limited,  in  your  judgment,  other  industries 
which  would  have  something  of  the  same  claim  or  a 
similar  claim  to  make  reserves  on  other  grounds — 
foreign  competition? — It  may  be  so. 

13.131.  Would  vou  agree  with  this  proposition,  that 
if  this  equitable  claim  to  put  aside  profits  and 
reserves  is  at  all  general,  we  are  very  much  in  this 
position,  looking  at  it  from  the  point  of  view  of  the 
State?  We  have  a certain  amount'  of  revenue  to 
raise,  and  it  has  to  be  raised  from  industry.  The 
effect  of  allowing  anything  like  a general  reserve  is 
a general  rise  in  the  rate  of  tax  upon  the  remaining 
profit? — Yes. 

13  132.  If  you  are  told  that  you  have  to  pay  £1UU 
and  no  less,  ‘does  it  much  matter  what  you  compare 
it  with— whether  you  measure  it  by  your  height  or 
weight  or  the  height  of  St.  Paul’s,  if  you  have  got  a 
certain  sum  to  raise? — No. 

13,133.  Is  it  not  real  justice  in  your  case  only  in 
so  far  as  you  can  distinguish  it  from  other  trades?— 
I do  not  think  so.  Supposing,  for  instance,  you 
were  asked  to  pay  for  anything  you  bought  from  a 
tradesman  a sum  which  you  thought  was  unfair,  and 
the  tradesman  answered,  “ Oh,  well,  if  I charge  ^you 
less  I shall  have  to  charge  somebody  else  more,  is 
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it  any  justification — perhaps  that  is  not  an  exact 
analogy. 

13.134.  That  is  not  quite  my  point? — No,  it  is  not, 
I agree,  but  I think  this  is  the  answer : assuming 
the  matter  to  be  unfair  and  against  the  national 
interest,  is  not  the  obligation  on  you  to  devise  an 
equitable  method,  I put  it  on  that  ground.  Then 
may  I suggest  that  it  does  not  relieve  you  of  the 
obligation  not  to  continue  to  perpetrate  the  injustice. 
You  have  to  go  on  some  equitable  system  in  getting 
the  increase,  which  will  avoid  injustice,  if  you  can. 

13.135.  The  point  is  this,  that  in  so  far  as  this 
claim  for  reserves  can  be  generalized  it  is  in  ordinary 
parlance  a washout.  You  cannot  do  anything  with 
it,  because  the  rate  of  tax  goes  up  pro  tanto ; there- 
fore if  you  have  a claim  at  all  it  is  based  on  dis- 
tinguishing your  industry  from  others? — Yes. 

13.136.  You  do  claim  that  your  industry  is  really 
more  entitled  to  this  reserve  than  others? — I do, 
and  I can  claim  from  what  I know  of  our  industry 
that  I believe  it  has  the  special  grounds. 

13.137.  Did  not  you  tell  me  a little  while  ago  in 
answer  to  another  question  that  you  did  not  know 
anything  of  other  industries? — That  is  why  I want 
to  guard  myself.  So  far  as  my  information  goes 
we  have  special  grounds.  I should  not  like  to  say 
that  there  may  not  be  some  other  industry  which 
may  not  have  similar  grounds,  but  I do  not  know, 
and  therefore  I do  not  want  to  say  so.  I can  only 
say,  so  far  as  my  knowledge  goes,  I believe  we  have 
special  grounds. 

13.138.  I will  not  pursue  that  beyond  saying  that 
it  really  comes  to  this,  that  you  think  you  have 
special  grounds  in  your  industry,  but  you  have  no 
means  of  comparing  it  with  others,  and  you  cannot 
assert  it  as  a fact? — I can  say,  and  I think  I have 
said,  that  I believe  we  have  got  good  grounds  in 
our  industry  for  asking  for  it,  and  that  if  the  Inland 
Revenue  would  concede  it  it  would  ultimately  pay 
them  very  well  to  do  so.  • 

13.139.  Coming  now  to  your  points  about  obso- 
lescence, you  were  pointing  out  that  obsolescence 
being  allowed  in  one  year  as  a large  sum  may  have 
the  effect  of  turning  a considerable  profit  into  a 
minu^  quantity  ? — Yes. 

13.140.  And  the  effect  of  that  would  be  that  you 
would  lose  in  so  far  as  it  was  a minus  quantity  in 
that  you  would  not  get  the  tax  allowance? — That 
is  BO. 

13.141.  You  have  a three  years’  average  generally 
in  your  business? — Yes. 

13.142.  Would  it  not  be  truer  to  say  that  the 
obsolescence  must  be  greater  than  three  years’  profits 
before  that  effect  comes  about?  Supposing  you  do 
get  a minus  quantity  in  one  year,  it  is  set  against 
profits  of  two  other  years  which  are  plus  quantities 
before  you  divide  by  three? — Yes. 

13.143.  Therefore  it  has  to  turn  the  one  year  into 
such  a large  minus  that  it  wipes  out  the  profits  of 
the  other  two  years  before  you  get  a minus  average? 
— Of  course,  if  you  say  that  I accept  it  at  once. 

13.144.  Well,  it  is  rather  important? — I accept  it 
at  once  so  far  as  the  average  is  concerned. 

13.145.  I was  going  to  ask  whether  you  can  give 
us  any  instances  of  obsolescence  resulting  in  minus 
averages? — I am  told  there  have  been,  but  I cannot 
give  you  the  instances. 

13.146.  In  recent  years,  with  the  war  profits? — 
During  the  war,  no — I cannot  say  during  the  war. 

13.147.  You  think  that  the  minus  averages  were 
before  the  war  ? — Yes,  but  I cannot  give  you  them ; 

I will  get  them  for  you  if  you  attach  importance  to 
them — I will  try  to. 

18.148.  It  is  rather  important  to  see  how  far  this 
claim  rests  upon  the  misapprehension  about  the 
single  year,  and  how  far  it  is  a real  claim,  and  how 
far  you  have  taken  into  consideration  the  real  facts? 
—I  have  been  told  by  our  accountants  and  people  that 
it  is  confined  to  a single  y'aar;  if  they  are  wrong  I 
accept  what  you  say,  of  course. 

13.149.  I only  ask  whether  you  can  give  instances 
of  minus  averages  arising  by  obsolescence? — I am 
told  we  can. 

13.150.  Coming  now  to  the  question  of  the  wasting 
asset,  you  refer  to  the  difficulty  you  are  in  in 


deciding  upon  spending  money,  we  will  say  £100,000, 
in  the  purchase  of  minerals  abroad  in  the  ground,1 
owing  to  the  knowledge  that  you  will  have  to  suffer 
this  peculiar  burden.  Supposing  you  were  faced 
with  the  proposition  that  you  should  buy  such  a 
property  at  £100,000,  and  with  the  knowledge  of 
this  extraordinary  burden  that  is  on  you  you  were  to 
say  to  yourselves,  “ We  will  give  £80,000  for  it,  and 
not  £100,000,”  and  now  if  this  relief  is  granted  to  you 
would  you  go  to  them  and  offer  £100,000  ? — I do  not 
say  that  we  should  at  all. 

13.151.  What  I want  to  get  at  is  this.  Does  the 
income  Tax  burden  enter  into  your  mind  at  all 
when  you  are  negotiating  a price;  do  you  take  into 
consideration  the  big  burden  and  the  knowledge  that 
you  have  to  bear  it? — Quite  frankly,  before  the  war 
the  Income  Tax  was  so  small  that  I do  not  say  this 
was  an  important  factor. 

13.152.  I am  coming  to  the  present  effect  on  your 
mind  now? — It  certainly  would  be  an  important  factor 
now. 

13.153.  So  if  you  got  an  allowance  the  result  of  it 
might  be  that  you  would  be  prepared  to  pay  a higher 
price?— I suppose  it  might,  yes ; I think  it  is  possible. 

13.154.  Do  we  take  it  that  this  burden  being  as  it  is 
you  feel  that  you  bear  it  out  of  your  profits  or  that 
you  charge  the  consumer  more? — I should  say  Yes  to 
both  those  questions,  if  we  can;  but  you  know  that  so 
much  of  our  stuff  goes  abroad,  and  we  are  regulated 
by  international  conditions.  Of  course,  we  naturally 
get  the  best  price  we  can — I will  not  say  always  the 
highest  price  we  can,  but  the  best  price  we  think  it  is 
advisable  to  get. 

13.155.  Your  feeling,  then,  is  that  it  would  not 
benefit  the  consumer,  and  that  you  would  reap  the 
whole  benefit  of  the  change? — I would  not  say  it  would 
not  benefit  the  consumer. 

13.156.  You  think  it  might  benefit  both? — I think 
that  allowance  might.  I can  conceive  conditions  in 
which  it  might  enable  us  to  keep  up  an  output  and 
sell  cheaper  if  we  had  that  allowance.  1 can  quite 
conceive  those  conditions,  and  of  course  the  greater 
the  output  the  cheaper  the  consumer  gets  it.  I would 
like  to  repeat  that  you  have  always  got  an  advantage 
in  an  allowance  like  that.  When  you  say  we  put  it 
into  our  pockets  you  might  almost  say,  might  not  you, 

'*  put  it  into  our  partnership/’  because  the  moment 
we  obtain  a larger  profit  you  get  your  share  in 
increased  tax ; is  not  that  a complete  answer  ? 

13.157.  I am  much  more  interested  in  finding  from 
you  what  you  imagine  would  be  the  effect  of  this 
change  that  you  are  asking  for  ? — If  you  put  us  as  to 
the  mines  in  the  same  position  as  the  foreigner  who 
gets  his  profit  if  he  sells  his  material  to  us  I can  quite 
believe  that  that  might  be  a turning  point  in  deciding 
whether  we  could  go  in  for  a certain  scheme  or  not. 

13.158.  In  brief,  then,  the  effect  is  threefold : you 
think  if  the  Income  Tax  burden  were  lightened  you 
might  be  prepared  to  take  up  a particular  proposition 
abroad  at  a price  that  you  cannot  look  at  now ; 
another  effect  might  be  that  you  might  get  a little 
more  profit  for  yourself ; the  third  effect  might  be 
that  the  consumer  might  benefit? — Yes,  it  might  be 
any  of  those  things. 

13.159.  Coming  briefly  to  the  question  of  housing 
that  you  raised,  you  are  really  in  this  position,  that 
you  think  you  are  suffering  a loss  in  this  very  neces- 
sary expenditure,  and  you  want  a State  subsidy  for 
that  loss? — Yes,  if  you  put  it  in  that  way;  but  you 
wouM  not  be  offended  if  I put  it  in  this  way.  that, 
we  want  to  stop  the  Revenue  taking  money  which 
does  not  belong  to  them,  to  which  they  have  no  right, 
which  will  aggravate  our  loss. 

13.160.  The  effect  of  doing  what  you  want  would  be 
to  give  you  6s.  in  the  £ on  that  expenditure? — It 
would  not  be  to  give  it  to  us  at  all ; it  would  simply 
make  us  lose  6s.  in  the  £ less,  and  prevent  the 
Revenue  inflicting  Income  Tax  on  our  loss,  which  they 
have  no  legitimate  right  to  do. 

13.161.  It  would  have  this  effect  compared  with  the 
present  way  of  estimating  profits,  that  it  would 
decrease  your  profits  that  are  assessable  by  6s.  in  the 
£ on  this  expenditure  or  loss? — It  would  decrease  the 
figure  which  for  assessment  is  called  profit,  but  it 
would  not  increase  our  real  profits. 

13.162.  Is  not  the  effect  a subsidy  amounting  to  6s. 
in  the  £ on  the  difference  as  compared  with  the  pre- 
sent position? — With  every  desire  in  the  world  to 
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accept  your  statement,  I cannot  accept  it  in  that 
way,  because  I say  it  is  not  a subsidy  when  you  do  not 
charge  something  which  you  have  no  moral  right  to 
charge. 

13.163.  Very  well,  we  will  leave  that  word  out. 
Would  the  effect  be  the  same  if  the  State  were  to  say 
to  you,  instead  of  giving  you  this  Income  Tax  allow- 
ance, we  will  give  you  an  allowance  of  an  amount 
equal  to  '3  of  this  loss;  would  the  financial  effect  for 
your  concerns  be  the  same? — I really  cannot  accept 
the  word. 

13.164.  I have  withdrawn  the  word  subsidy?— I can- 
not accept  that  they  are  giving  us  anything;  I only 
accept  this,  that  they  are  refraining  from  committing 
an  extortion. 

13.165.  I am  only  asking  for  a comparison  of  figures. 
Would  the  net  financial  effect  to  you  be  the  same  if 
the  State  were  to  make  you  a present,  or  were  to  hand 
over  to  you  an  amount  equal  to  -3  of  the  expenditure, 
as  if  you  had  this  Income  Tax  allowance — as  a matter 
of  arithmetic,  not  with  any  names  or  titles? — One 
has  to  be  careful.  If  we  get  it  in  a subsidy  should 
we  have  to  pay  Income  Tax  on  it? 


13.166.  I am  assuming  it  would  not  have  to  pay  In- 
come tax?— I think  it  would.  I think  it  would  mean 
that  we  should  be  so  much  better  off. 

13.167.  You  appreciate  the  sort  of  relief  you  would 
get  would  fluctuate  with  the  normal  rate  of  tax? — 
Yes. 

13.168.  Would  that  be  a proper  form  of  relief  for  a 
thing  like  this?  Do  you  not  think  it  would  be  far 
better  if  the  thing  were  dealt  with  on  its  merits  by  a 
fixed  sum  from  the  State  rather  than  depend  on  a 
fluctuating  rate  of  tax? — I think  it  would,  but  if  it 
cannot  be,  I answer  this:  I think  it  is  an  alteration 
that  ought  to  be  made,  because  it  is  at  present  a loss 
which  we  ought  to  set  off  against  our  profits.  You 
might  as  well  ask  to  levy  your  assessment  on  all  our 
profits  and  exclude  our  losses  altogether.  Why  should 
you  exclude  this  particular  loss  any  more  than  a bad 
debt  that  we  make,  or  a bad  contract  that  we  take,  or 
any  other  loss?  This  is  a loss  necessary  for  the  carry- 
ing on  of  our  business. 


13.169.  I understand  the  distinction  you  are  draw- 
ing, and  I will  ask  you  a general  question  apart  from 
your  particular  case.  Would  you  agree  that  it  is 
sounder  from  the  political  point  of  view,  from  a 
Governmental  point  of  view,  to  give  all  assistance  to 
industry  by  direct  methods  rather  than  by  hidden 
grants  through  taxation? — No,  I think  not,  because  I 
think  it  is  equally  sound  to  say,  “ we  will  allow  you  to 
set  off  a loss  if  we  are  satisfied.”  And  I quite  admit 
that  I only  ask  this  should  apply  where  the  Inland 
Revenue  are  satisfied  that  the  houses  are  necessary  in 
connection  with  the  business. 

13.170.  I have  taken  you  awa}^  from  your  own  case. 
The  question  I was  asking  is  a question  of  general 
policy.  Is  it  not  better  in  any  relations  the  State 
may  have  with  industry  that  the  form  of  assistance 
should  be  given  by  direct  methods  rather  than  by  in- 
direct methods? — No,  I do  not  think  it  is  sounder, 
because,  as  I say,  this  is  not  an  assistance  at  all.  We 
necessarily  make  this  loss,  and  in  arriving  at  the 
assessable  profit  we  ought  to  have  the  same  right  to 
write  off  this  loss  as  any  other  loss.  It  does  not 
matter  to  me  whether  I lose  it  in  houses  or  lose  it 
in  a bad  debt.  I have  lost  so  much  money,  and  as 
long  as  it  is  a legitimate!  expense  of  a business  I say 
it  is  quite  sound  to  write  it  off. 

13.171.  I wanted  to  take  you  away  from  your  own 
case,  and  to  ask  you,  where  the  State  does  assist 
industry  or  private  persons  in  any  matter  at  all,  relat- 
ing to  the  erection  of  houses  or  anything  similar  to 
that,  whether  the  assistance  should  not  as  a general 
rule  and  principle  be  by  direct  methods  rather  than 
by  discriminations  in  taxation?— I hope  I am  not 
giving  you  the  impression  of;  quibbling — I do  not  want 
to— but  I cannot  accept  your  word  assistance.  I do 
not  call  it  an  assistance  to  say,  we  will  not  charge 
you  With  something  we  have  no'  right  to.  Subject  to 
that  I agree  with  you— it  may  be. 

13.172.  I will  not  pursue  it  further.  You  refer  to 

1 °f  21  dayS’  notice  for  appeal  ?— Yes. 

13.173.  What  length  of  time  do  you  think  it  should 
e extended  to  ?— I can  only  saV  I have  been  pressed 

iring  that  forward,  but  T have  had  a great  many 
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appeals  myself  to  the  Inland  Revenue,  and  have  never 
known  them  take  advantage  of  that  clause. 

13.174.  I was  going  to  ask  you  if  you  could  give  me 
an  instance? — No,  I think  the  practice  has  been  very 
much  better  than  the  law.  I never  found  that  the 
Inland  Revenue  took  advantage  of  it. 

13.175.  It  is  not  that  the  appeal  has  to  be  prose- 
cuted within  21  days;  it  is  only  that  notice  has  to  be 
given? — The  practical  difficulty  is  that  most  of  our 
companies  only  meet  once  a month.  It  is  quite  true 
to  say  that  some  official  may  give  the  notice  on  his 
own  account,  but  very  often  there  is  not  a meeting 
within  21  days. 

13.176.  Double  this  period  would  satisfy  you? — In 
practice  the  Inland  Revenue,  I believe,  allow  you  to 
do  it  at  any  time  during  the  year.  I should  have 
thought  it  might  have  been  made  three  months  or  six 
months,  and  then  you  would  not  alter  the  present 
practice. 

13.177.  You  would  like  three  months  or  six  months 
substituted  for  21  days  for  giving  notice  of  appeal? — 
If  you  ask  me  personally  I do  not  think  there  has  been 
any  hardship,  because  it  has  not  been  acted  on. 

13.178.  You  do  not  really  think  there  is  anything 
in  it  in  practice? — There  would  be  if  the  Inland 
Revenue  enforced  the  law,  and  probably  it  is  not 
desirable  to  leave  the  law;  in  that  state;  we  will  all 
agree.  The  Inland  Revenue  in  practice  obviously 
thought  it  was  not  reasonable  to  enforce  it,  and  I 
should  have  thought  that  a period  of  six  months  would 
be  ample,  and  would  not  increase  any  difficulties  of 
the  Inland  Revenue. 

13.179.  I suggest  to  you  that  for  giving  notice  of 
appeal  six  months  is  rather  extensive? — I think  three 
months  would  do.  I think  all  you  want  is  to  enable 
your  staff  to  bring  the  matter  before  some  responsible 
board.  At  present  if  it  was  enforced  it  would  be  very 
difficult.  You  might  not  be  able  to  get  instructions 
from  a board  in  21  days. 

13.180.  You  made  reference  to  the  1918  legislation 
giving  the  right  of  application  to  the  Board  of 
Referees  ? — Yes. 

13.181.  I rather  missed  that  from  your  evidence-in- 
chief. It  looked  from  the  printed  evidence  as  though 
there  were  no  such  reference  to  the  Board  of  Referees  P 
— Yes.  I think  I noticed  in  another  witness’s  evidence 
that  you  had  called  attention  to  it;  I saw  that  the 
point  had  been  omitted,  so  I purposely  mentioned  it 
to-day. 

13.182.  There  is  no  mention  in  your  evidence-in- 
chief of  this  right  which  has  been  given  to  you  to  go 
to  a Board  of  Referees? — No,  and  I purposely  men- 
tioned it  to-day. 

13.183.  You  now  raise  the  distinction  between  going 
as  a concerted  action  on  the  part  of  a number  of 
people,  and  as  individuals? — Yes. 

13.184.  Do  you  think  the  Board  of  Referees  as  it 
is  at  present  constituted  is  a Board  that  ought  to 
listen  to  individual  cases  in  constant  session? — Will 
you  allow  me  to  answer  that  question  individually,  and 
not  in  a representative  capacity,  and  then  I will  do 
so.  I cannot  bind  a number  of  people,  but  my  own 
idea  is  that  the  Board  of  Inland  Revenue,  streng- 
thened a little  by  some  expert  assistance,  could  satis- 
factorily do  most  of  this  work,  particularly  if  it  could 
be  arranged  that  some  people  from  London  should 
come  down  to  different  parts  of  the  country  occasion- 
ally to  decide  cases  of  importance.  I think  we  all 
have  the  natural  feeling  that  we  would  like  to  see  the 
people  who  are  going  to  decide  our  case.  At  present 
we  go  to  a local  Surveyor — I am  not  making  the 
slightest  complaint  against  them,  and  personally  I 
have  no  reason  to.  If  it  is  a difficult  case  he  has  to 
write  up  to  London  for  instructions.  You  then  go 
and  see  the  Surveyor  and  he  tells  you.  One  always 
has  the  feeling  possibly  that  one  could  have  put  one’s 
case  to  London  a bit  better  oneself. 

13.185.  You  would  like  to  have  a tribunal  of  the 
standing  of  the  Board  of  Referees  in  constant  session 
hearing  the  appeals  of  different  traders  ?— Personally 
I do  not  think  it  is  necessary,  although  that  may  be 
the  view  of  the  Federation.  I believe  that  if  you  could 
have  a board  in  London,  or  that  if  a case  was  import- 
ant someone  with  real  power  to  decide  it  should  come 
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down  to  the  different  centres  of  the  country  and  hear 
what  is  said . 

13.186.  Do  not  the  Special  Commissioners  do  that 
now? — Do  they?  I do  not  know. 

13.187.  They  seem  to  me  to  answer  exactly  the  class 
of  tribunal  you  are  speaking  of  ? — My  difficulty  is  that 
1 am  partly  representative  and  partly  individual. 

13.188.  Could  you  say  whether  the  people  you  re- 
present have  had  sufficient  experience  yet  of  the  work- 
ing of  the  Act  of  1918  to  say  whether  it  is  not  suffi- 
cient?:— No,  1 do  not  think  there  has  been  time. 

13.189.  Do  you  not  think  that  this  scheme  for  indi- 
vidual hearing  is  a little  premature  in  view  of  the 
shortness  of  their  experience? — 1 cannot  say  I do 
think  that.  Supposing  a man  does  not  wish  to  join 
an  association  and  disclose  his  affairs  to  a meeting  of 
a lot  of  other  people;  I think  it  is  a right  given  him 
by  law,  and  I do  not  see  why  he  should  not  have  as 
much  right  to  go  to  the  Referees  himself  as  to  a court 
of  law,  if  he  thinks  he  has  got  a claim.  If  he  thinks 
he  has  got  a good  claim  why  should  his  right  to  have 
it  decided  depend  upon  a lot  of  other  people  being 
willing  also  to  try  it? 

13.190.  Would  you  agree  that  he  has  a case 
already  for  going  by  himself  to  the  Surveyor,  and 
then  to  the  Additional  and  General  Commissioners 
or  to  the  Special  Commissioners  and  then  to  the 
Board  of  Inland  Revenue?— Yes,  but  is  that  a con- 
solation when  there  is  another  court  of  Referees 
specially  set  up,  and  he  may  wish  to  go  there?  I 
believe  I am  right  in  saying  that  the  Referees  have 
considerable  powers  to  deal  with  frivolous  applica- 
tions and  that  sort  of  thing,  have  they  not? 

13.191.  You  understand  that  the  Board  of  Referees 
really  only  do  deal  with  classes  of  cases? — Yes,  I 
know  that  has  been  the  practice. 

13.192.  And  this  would  be  a great  extension  of 
their  function,  you  realize? — I do. 

13.193.  Do  you  realize  that  they  would  have  to  be 
differently  constituted  from  what  they  are  now ; they 
would  have  to  be  a travelling  body  also,  very  likely? 
—Yes. 

13.194.  Therefore  it  would  cease  to  be  a Board  of 
Referees  as  we  now  know  it? — Yes. 

13.195.  Therefore  what  you  really  want  is  another 
body  of  Special  Commission  ere,  is  it  not? — I think 
there  ought  to  be  some  means  by  which  the  man  who 
thinks  he  has  a grievance  can  put  his  own  case  to  the 
person  who  has  got  to  decide  it,  and  that  he  should 
not  be  dependent  for  his  result  on  what  is  trans- 
mitted by  somebody  else  purporting  to  be  his  case. 
There  is  a great  deal  of  grievance  there,  and  I have 
heard  it  often.  I have  often  heard  a man  say,  “ I 
have  gone  and  told  the  local  Surveyor  this;  he  puts 
the  case  to  London ; I should  have  liked  to  have 
seen  the  people  who  were  going  to  decide  it,  and 
put  it  myself,”  and  I think  it  is  a sort  of  inherent 
right  which  every  man  ought  to  have. 

13,190.  Has  he  not  that  right  at  present  to  go  to 
the  Special  Commissioners? — Yes,  I suppose  he  has, 
but  somehow  or  other  it  is  not  done.  My  experience 
is  not  very  extensive;  you  will  have  particulars  as 
to  the  number  of  people  who  go  to  them. 

13.197.  I will  not  pursue  it  in  that  event. — I have 
been  to  the  Special  Commissioners  very  rarely,  but 
you  will  have  knowledge  of  course  of  the  number  of 
people  who  go  there,  which  would  give  the  Com- 
mission much  more  information  than  I could  as  to 
the  extent  to  which  people  do  avail  themselves  of 
that  right  and  how  far  it  is  satisfactory. 

13.198.  I suggest  to  you  that  the  weakness  of  the 

point  you  make  is  threefold : first,  it  ignores  the 

position  already  occupied  by  the,  Special  Commis- 
sioners ; secondly,  it  is  based  on  insufficient  experience 
of  the  working  of  the  new  legislation;  and  further, 
it  would  involve  a complete  alteration  in  the  consti- 
tution of  the  very  tribunal  that  they  want  to  go  to? 
— Quite ; T think  it  might,  hut  all  the  same,  if  there 
is  a good  ground,  if  the  Commission  think  that  a 
man  ought  to  be  able  to  bring  his  case  before  the 
Board  of  Referees,  after  all  it  is  the  Board  of 
Referees  now  whom  you  might  put  as  the 
supreme  authority  on  this  matter ; and  if  a man 
wishes  to  go  there  T do  not  think  the  fact  that  it 
may  require  alteration  ought  to  he  conclusive  against 


it  unless  you  can  show  that  the  alterations  are  im- 
practicable or  too  extensive. 

13.199.  I suggest  to  you  that  the  alteration  you 
propose  is  impracticable,  with  the  present  Board  of 
Referees,  and  you  should  say  what  kind  of  tribunal 
you  really  want  to  make  it  practicable.  In  para- 
graph 5 you  refer  to  the  fact  that  the  high  rate  of 
Income  Tax  will  become  an  important  factor  in 
manufacturers’  oosting? — Yes. 

13.200.  Would  you  tell  me  whether  it  is  the  custom 
of  manufacturers  to  put  Income  Tax  into  their  cost- 
ing?— I anticipated  that  question.  I believe  as  a 
matter  of  strict  accountancy  it  is  not  usual,  but  it  is 
perfectly  obvious  that  it  does  indirectly.  If  it  does 
not  actually  appear  in  their  costing  like  any  other 
payment  you  make,  it  must  affect  what  you  can 
sell  for. 

13.201.  Could  you  give  an  illustration  of  how  the 
manufacturer  adds  the  Income  Tax  in  practice  to 
his  costs? — You  mean  in  his  technical  accounting. 

13.202.  You  say  that  the  high  rate  of  Income  Tax 
will  become  an  important  factor  in  manufacturers’ 
vnstings.  Coidd  you  give  us  an  illustration  as  to 
how  he  does  it? — I think  the  wording  is  a little  un- 
fortunate. What  I meant  is  this:  if  I have  to  pay 
Is.  in  the  £ Income  Tax  and  produce  so  many  tons 
of  stuff,  I can  sell  that  at  a certain  price  per  ton  ; if 
instead  of  that  I have  to  pay  6s.  in  the  £ I must  get 
so  much  more  for  my  article  to  get  a reasonable 
profit. 

13.203.  You  mean  the  higher  the  Income  Tax  the 
more  the  amount  of  profit  you  have  to  make? — The 
higher  price  we  would  have  to  get  to  make  the  same 
profit. 

13.204.  Therefore  the  business  man  passes  his 
Inoome  Tax  on  to  the  consumer,  and  does  not  bear 
the  increase  himself? — If  you  say  he  tries  to,  of 
course  he  does ; but  if  you  say  he  does,  I say  he  does 
not,  because  we  often  make  a loss.  Of  course,  we  all 
try,  I suppose,  to  pass  everything  on  we  legitimately 
can.  My  grievance,  if  I may  say  so,  is  that  the 
Inland  Revenue  seek  to  pass  on  to  us  a liability  which 
is  inequitable,  because  they  do  not  quite  see  how  they 
are  to  get  it  from  someone  else ; that  is  the  whole  gist 
of  my  grievance. 

13.205.  You  think  that  as  a matter  of  fact  they 
succeed  in  increasing  the  price  and  passing  it  on  to 
the  consumer? — Sometimes;  it  entirely  depends  on  the 
condition  of  the  market. 

13.206.  If  they  cannot  do  it,  is  it  any  good  putting 
it  in  the  oost? — I do  not  quite  know  what  you  mean 
If  we  could  not  in  one  form  or  another  pass  our 
liabilities  on  to  the  consumer  we  should  not  make  any 
profits,  and  you  would  get  no  Income  Tax. 

13.207.  Would  you  not  make  14s.  instead  of  19s. 
out  of  the  full  pound?  I want  to  get  at  what  is  really 
in  your  mind.  Is  it  impossible  to  tax  the  business 
man? — That  always  presupposes  that  we  get  the  full 
£1,  which  we  often  do  not.  It  is  often  an  extremely 
narrow  thing,  and  the  difference  between  an  Income 
Tax  of  Is.  2d.  and  one  of  6s.  will  turn  the  scale.  You 
follow  what  I mean? 

13.208.  I think  I see  what  you  mean.  What  yon 
really  mean  is  something  a little  less  exact  than  this 
statement  about  oosting.  It  is  just  this,  that  the 
manufacturer  will  continue  to  get  the  highest  price 
he  can? — What  I mean  is  particularly  with. regard  to 
export.  If  we  pay  6s.  in  the  £ Income  Tax  in 
England  we  must  have  a higher  price  for  the  goods  we 
export  than  if  we  pay  Is.  2d. 

13.209.  You  are  referring  to'  export  now? — Or  what 
we  sell  at  home;  I think  the  thing  is  obvious.  There- 
fore as  we  must  export  to  continue  our  industry  n 
higher  Income  Tax  becomes  an  increasingly  impor- 
tant factor  to  us. 

13.210.  That  is  in  export ; would  you  say  the  same 
in  the  home  trade  too? — Tn  the  home  trade  too 

13.211.  Then  the  general  tendency  must  be  for  the 
high  Income  Tax  to  increase  prices? — Undoubtedly,  I 
should  say. 

13.212.  Does  that  not  come  very  much  to  the  same 
thing  as  saying  that  all  of  us  live  by  taking  in , ®ar, 
other’s  washing?  Do  we  not  all  pay  each  other  s 
Income  Tax  in  that  wav?— I do  not  quite  follow, 
know  T have  to  pay  my  own  myself, 
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13.213.  I suggest  for  your  consideration  that  you 
cannot  put  it  into  costs? — If  you  are  putting  it  on 
that  ground  you  are  saying  we  all  live  on  each  other, 
which  I suppose  is  perfectly  true,  more  or  less ; I do 
not  know  that  it  is  so  in  any  other  sense. 

13.214.  With  regal'd  to  bad  and  doubtful  debts,  you 
are  not  satisfied  with  the  present  state  of  the  law, 
which  allows  provision  for  doubtful  debts ; is  that  so  ? 
— I am  trying  to  know  how  to  answer.  I have  been 
asked  to  bring  that  point  before  the  Commission,  and 
I have  done  so. 

13.215.  Frankly,  I do  not  understand  the  evidence 
as  it  stands ; I am  trying  to  get  at  what  the  grievance 
is? — I think  what  some  people  say  is  that  they  ought 
to  be  allowed  to  have  a general  reserve  for  bad  debts 
without  earmarking  it  to  the  particular  bad  debt. 

13.216.  Whether  it  exists  or  not? — No,  I think 
they  would  admit  they  must  give  some  reason  to 
the  local  Surveyor  to  show  that  they  are  made,  but 
instead  of  making  a specific  reserve  against  an 
individual  debt,  if  there  are  a number  of  debts  there 
is  some  reason  to  make  a reserve  for  it  to  apply  in 
one  sum  to  the  whole.  I do  not  really  think  there 
is  very  much  in  that. 

13.217.  I suggest  to  you  that  unless  the  reserve 
is  allowed  to  grow  steadily  at  the  expense  of  the 
Revenue,  it  comes  to  the  same  thing,  in  the  long 
run,  as  allowing  the  actual  bad  debts ; do  you  agree 
with  that?  Unless  the  ratio  of  the  reserve  to  the 
debts  is  continually  growing,  if  it  is  a steady  ratio, 
it  must  come  to  the  same  thing,  in  the  long  run,  as 
the  allowance  of  the  actual  bad  debts? — If  there  is  a 
bad  debt  in  one  year  that  creates  a big  loss,  and  that 
loss  is  carried  forward  against  subsequent  Income 
Tax — would  that  be  the  case? 

13.218.  Yes.  It  would  have  the  same  effect  as  any 
other  deduction  from  profits? — I think  it  would  have 
substantially  the  same  effect. 

13.219.  I suggest  to  you  there  is  nothing  in  your 
paragraph  24  as  a practical  proposition? — I have 
already  said  T have  been  asked  to  bring  it  before  you, 
and  I have  done  so. 

13.220.  Mr.  Bowerman : In  your  schedule  you  say, 
“ the  furnaces  in  Germany  and  America  are  equipped 
with  every  form  of  labour-saving  device,”  and  so  on? 
—Yes. 

13.221.  Is  the  inference  to  be  drawn  from  that  that 
furnaces  in  this  country  are  not  equipped  in  the 
same  way? — Yes;  that  is  the  inference. 

13.222.  Would  that  apply  to  those  recently  built 
under  Government  supervision  with  Government 
money? — No,  I do  not  think  it  would. 

13.223.  Are  those  furnaces  likely  to  go  out  of  use? 
— Of  course,  it  is  extremely  difficult  to  say ; it 
depends  so  much  on  the  future  demand,  and  the  cost 
at  which  the  output  can  be  produced.  Some  of 
the  older  works  have  got  their  costs  very  largely 
written  down  over  a long  period.  I believe  myself 
that  the  future  of  the  iron  and  steel  trade  will 
largely  depend  on  the  cost  at  which  the  output  can 
be  produced,  and  that  it  is  quite  possible,  if  not 
probable,  that  the  cost  in  a great  many  of  the  exist- 
ing works,  if  they  are  not  altered,  will  be  so  high  that 
they  will  have  to  close. 

13.224.  It  is  the  case  in  America,  is  it  not,  that 
they  do  more  readily  adopt  up-to-date  machinery 
than  we  appear  to  do  here? — I do  not  wish  to  say 
a single  word  that  might  seem  unfriendly  to  Labour, 
but  I was  discussing  with  an  American  manufacturer 
not  long  since  why  they  had  not  quite  the  same 
objection  in  America  to  labour-saving  appliances,  or 
the  same  difficulty  in  introducing  labour-saving 
appliances  that  we  have  found  here ; and  his  reply 
was  rather  interesting.  The  iron  and  steel  trade  in 
America  has  been  a very  rapidly  expanding  trade, 
growing  very  quickly.  During  recent  years  new 
works  have  been  put  up  and  existing  works  have  been 
extended,  and  I think  in  practice  they  have  always 
been  able,  if  a man  was  displaced  by  a labour-saving 
appliance  to  give  him  a better  job.  They  have  been 
taking  on,  owing  to  the  rapid  increase,  new  men  to 
a much  greater  extent  than  we  have.  I cannot  say 
that  is  the  true  reason,  but  that  was  told  me  by  an 
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American  steel  man.  However,  for  some  reason  or 
another,  they  have  been  able  to  get  labour-saving 
appliances  in  the  American  works  to  a higher  state 
of  perfection  than  we  have. 

13.225.  Would  you  suggest  that  Labour  in  this 
country  has  prevented  the  introduction  of  improved 
labour-saving  machinery  ?— No,  I would  not.  I have 
been  chairman  myself  of  a Conciliation  Board  con- 
sisting of  both  employers  and  workpeople  for  very 
many  years,  and,  putting  your  question  in  that  way, 
I would  not  say  so;  I have  found  the  most  cordial 
co-operation.  But  I would  say  that  there  has  been 
always  some  feeling  in  the  mind  of  Labour,  and  it  is 
very  difficult  to  say  how  far  it  has  influenced  them, 
that  there  might  be  a fear  that,  if  labour-saving 
appliances  were  introduced,  a number  of  men  might 
lose  places,  and  it  might  be  difficult  to  get  other 
work.  I wish  specially  to  guard  myself  against 
saying  that  that  has  gone  the  length  of  active 
hostility.  I think  it  has  been  a very  natural  feeling 
on  the  part  of  the  men  in  England. 

13.226.  You  do  not  suggest  that  what  may  be  called 
the  modern  plants  are  likely  to  be  thrown  out  of  use 
altogether? — The  modern  plants — no,  I think  not. 

13.227.  They  will  be  utilised? — They  will  be  utilised. 

13.228.  They  are  being  utilised,  and  will  be? — I 
think  so,  as  they  are  ready;  some  of  them  are  in 
operation. 

13.229.  So  there  is  not  much  force  in  the  particular 
observation?— There  is  this  force  in  it,  that  if  we 
are  to  maintain  the  employment  in  this  country  we 
want  to  get  the  old  works  remodelled  and  brought  up 
to  a higher  working  capacity.  I am  afraid  if  we 
do  not  there  will  be  a great  deal  of  unemployment. 

13.230.  Why  should  not  the  old  works  have  been 
brought  up  to  the  same  standard  that  the  new  works 
possess  ? — I cannot  tell  you  ; they  have  not  been . 

13.231.  And  again,  are  not  some  of  our  manu- 
facturers behind  the  manufacturer  in  America  in 
that  respect? — They  are.  There  may  be  reasons.  I 
think  I explained  that  I have  not  much  to  do  with 
the  technical  side  of  the  ‘iron  and  steel  industry,  even 
on  the  companies  of  which  I am  a director ; my  duties 
are  in  other  parts  of  the  business;  therefore,  if  the 
Commission  attach  importance  to  this,  I think  some- 
one who  could  deal  with  the  technical  side  would  be 
able  to  give  you  more  help.  I would  be  glad  to 
arrange  that,  if  it  is  desired. 

13.232.  Is  the  price  of  shares  an  index  as  to  the 
prosperity  of  an  industry? — I should  say  not  an  en- 
tirely reliable  one. 

13.233.  For  what  reason? — I never  know  what  does 
make  the  ordinary  investor  from  time  to  time  take 
a fancy  for  a particular  class  of  shares.  It  almost 
seems  that  certain  shares  are  fashionable  for  a time, 
and  then  you  get  another  form  of  shares.  It  is  very 
difficult  for  some  of  us  to  know  the  reason. 

13.234.  As  a matter  of  fact  the  shares  in  your  own 
industry  have  gone  up  tremendously? — Yes. 

13.235.  That  is  an  indication  of  great  prosperity? 
— Of  course,  but  a good  many  of  them  have  fallen 
considerably. 

13.236.  Is  there  any  reason  to  suppose  that  the 
prosperity  will  not  be  continued? — I think  there  is 
very  grave  reason  to  fear  it.  I think  I told  you  the 
increased  production  of  steel  in  America.  I am  speak- 
ing from  memory,  but  I think  the  figures  are  right. 
They  used  to  make  before  the  war  something  like 

29.000. 000  tons  of  steel  per  year,  of  which  they  ex- 
ported 2,000,000  tons.  Their  present  capacity  that 
they  have  got  up  to  during  the  war  is  something  like 

44.000. 000  tons ; that  is  an  increase  of  something  like 

15.000. 000  tons,  which  is  three  times  our  total  exports 
before  the  war,  and  they  are,  I should  say,  to  be  on 
the  safe  side,  producing  to  sell  at  considerably  over 
£2  a tou  less  than  we  can  produce  at. 

13.237.  Although  paying  higher  wages  in  America 
than  here? — Well,  I am  not  sure.  I have  heard  it 
said  that  there  is  not  much  difference  between  the 
wages  in  America  and  here  now,  but  I cannot  tell 
you  of  my  own  knowledge. 
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13.238.  If  there  is  an  advantage  it  is  in  favour  of 
the  American  workmen? — I am  not  quite  sure.  I 
heard  it  discussed  the  other  day,  and  my  impression 
is  they  are  very  much  on  a level. 

13.239.  Mrs.  Knowles : Are  there  no  working  agree- 
ments which  would  prevent  the  Americans  dumping 
in  this  market,  or  selling  very  much  helow  our  costs 
of  production?  There  was  a Trust  or  an  agreement 
in  steel  rails  before  the  war  by  which  they  parcelled 
out  the  world;  the  Americans  did  not  sell  here; 
and  we  did  not  sell  there? — Yes. 

13.240.  Could  we  not  be  helped  out  by  that? — We 
might  be  helped  out  a good  deal  if  America  was 
willing. 

13.241.  Is  it  not  a fact  that  even  the  very  newest 
works  will  have  to  he  reconstructed  for  electricity 
now?  Are  not  they  smelting  already  by  electricity 
in  the  Newcastle  district? — I am  afraid  that  is  rather 
a technical  question  which  I do  not  think  I would  he 
competent  to  answer. 

13.242.  It  bore  on  your  question  of  obsolescence.  If 
plant  is  going  to  be  again  obsolete  owing  to  rapid 
conversion  to  electricity,  it  would  strengthen  your 
claim  for  obsolescence,  would  it  not  ? — I am  quite 
sure  that  a great  many  of  the  old  works  will  require 
a great  deal  of  alteration  for  increased  production. 

13.243.  Are  not  the  newer  works  almost  old- 
fashioned  now,  even  the  works  built  during  the  war? 
— I should  not  have  thought  so,  because  that  has  been 
borne  in  mind  in  making  them. 

13.244.  Are  they  worked  by  electricity  now? — 
Some  of  them. 

13.245.  Mr.  Holland-Martin : In  paragraph  6 you 
speak  of  the  very  serious  interruptions,  more  particu- 
larly of  a commercial  nature,  to  which  industry  in 
this  country  is  specially  subject;  what  do  you  refer 
to  exactly  ? — I do  not  think  it  has  any  special  hearing 
on  that  point.  It  has  been  put  in  more  as  intro- 
ductory information.  I do  not  make  any  special 
point  on  it. 

13.246.  You  do  not  think  that  there  is  anything 
that  the  industry  in  this  country  is  specially  subject 
to? — I think  the  main  thing  is  that  as  compared  with 
other  industries  the  steel  trade  is  peculiarly  liable 
to  these  interruptions. 

13.247.  Mr.  Marks : It  is  expanded  in  the  schedule, 
I think? — I think  that  paragraph  8 is  more  intro- 
ductory, and  that  you  will  find  the  explanation  of 
it  in  the  schedule.  I think  it  was  put  in  merely  in 
the  hope  that  it  might  be  of  assistance  to  the  Com- 
mission to  have  some  information  as  to  the  steel 
trade.  As  we  are  rather  suggesting  that  some  special 
treatment  may  he  necessary  we  felt  we  ought  to  give 
all  the  particulars  we  could. 

13.248.  I understood  the  interruptions  mentioned  in 
your  schedule  to  be  rather  technical,  owing  to  break- 
downs of  plant,  but  here  in  paragraph  6 it  is  inter- 
ruptions of  a commercial  nature;  that  is  the  point  I 
was  making,  but  apparently  it  is  only  introductory? 
— Yes. 

13.249.  Mr.  Mchintock : In  paragraph  9 you  sug- 
gest that  depreciation  should  be  on  prime  cost  rather 
than  on  diminishing  value? — Yes. 

13.250.  Is  that  put  forward  by  the  steel  trade  as  a 
practical  proposition? — It  is. 

13.251.  How  do  you  suggest  that  you  are  going  to 
get  a start? — I do  not  quite  follow. 

13.252.  How  are  you  to  arrive  at  the  value  of  eveTy 
piece  of  plant  and  machinery  to  get  its  effective  life 
—keep  a record  year  by  year  of  all  these  pieces  of 
plant  and  all  the  plant  that  is  added  to  it  from 
time  to  time? — I agree  that  it  is  extremely  difficult, 
because  the  idea  of  the  ‘system  would  he  to  take 
every  item  of  plant  in  your  works  and  fix  an  appro- 
priate life  and  an  appropriate  depreciation.  I agree 
it  would  be  practically  very  difficult  if  not  impossible. 


13.253.  You  would  have  to  consider  the  effect  of  in- 
sufficient repairs  and  what  not? — Yes. 

13.254.  I suggest  to  you  that  the  present  method, 
while  it  is  a little  rough  and  ready,  is  a practical 
one.  If  the  rate  were  increased  would  that  meet 
the  caseP — I think  that  is  possible,  if  the  rate  were 
increased.  Of  course,  the  important  thing  is  that 
we  get  adequate  depreciation  in  money.  The  precise 
method,  I agree,  is  not  of  so  much  importance. 

13.255.  Is  it  not  pretty  hopeless  to  expect  every 
piece  of  plant  to  be  scheduled  for  all  time  and  for 
every  year? — I suppose  you  know  in  theory  it  is  done 
now,  only  you  do  it  by  putting  the  whole  lot  together 
and  taking  a certain  rate.  I suppose  you  could  apply 
the  same  method,  could  you  not,  to  a depreciation 
which  was  on  the  prime  cost? 

13.256.  I do  not  admit  that  it  is  done  in  theory; 
it  is  worked  on  the  diminishing  value? — Yes. 

13.257.  And  if  the  rate  were  adequate  it  is  quite 
equitable  to  the  taxpayer  one  year  with  another? — 
The  inequity  of  it  is,  is  it  not,  that  he  never  actually 
gets  it  entirely  written  off  at  all,  does  heP 

13.258.  But,  on  the  other  hand,  long  after  it  is 
worn  out  in  its  short  life,  he  may  be  continuing  to 
get  depreciation  on  the  value  of  that  plant? — Yes. 

13.259.  Which  is  a set-off? — Yes,  but  in  that  event 
or  course  would  he  not  be  getting  a depreciation 
which  he  ought  to  have  had  before;  he  has  waited  a 
long  time? 

13.260.  It  may  be.  One  other  point  on  obsolescence. 
Iu  paragraph  17  you  suggest  that  manufacturers 
should  be  encouraged  to  replace  old  machines  by  new, 
irrespective  of  type  or  similarity.  The  only  point  I 
want  to  draw  your  attention  to  is  this,  that  the 
Act  says  “replacing  any  plant  and  machinery”; 
it  does  not  say  it  must  he  replaced  by  plant  of  a 
similar  type:  it  is  sufficient  if  you  have  replacement 
by  a totally  different  kind  of  plant  to  do  the  work 
which  was  performed  by  the  obsolete  plant? — I am 
told  that  in  practice  the  Inland  Revenue  do  not 
regard  it  as  a replacement  unless  it  does  hear  some 
relation  to  the  machine  which  has  been  replaced. 

13.261.  The  section  giving  right  of  appeal  to  the 
Board  of  Referees  is  of  comparatively  recent  date? — 
Yes. 

13.262.  I think  that  the  words- of  the  section,  apart 
from  the  official  interpretation,  cover  any  replace- 
ment?— If  it  does  it  seems  to  meet  the  point  practi- 
cally. If  you  get  obsolescence  for  everything  you 
remove  or  scrap  as  against  any  new  machinery  you 
put  in  it  does  meet  the  whole  point,  except  that  sup- 
posing you  scrap  a useless  thing  which  is  not  entirely 
written  off,  and  you  do  not  at  the  moment  replace, 
we  still  think  we  ought  to  have  obsolescence  if  it 
has  not  been  written  off. 

13.263.  Your  claim  is  two-fold;  one  is  that  you 
should  get  obsolescence  when  a thing  is  obsolete 
whether  you  replace  it  or  not,  when  you  have  sus- 
tained the  loss? — Yes. 

13.264.  The  other  one  is  the  exact  type  that  is 
used  to  replace  a scrapped  machine? — Yes. 

13.265.  I suggest  to  you  that  the  Act  as  it  stands 
would  give  you  the  second  part,  although  it  does 
not  give  you  the  first? — Thank  you;  I am  much 
obliged  to  you  for  that  information. 

13.266.  Mr.  Walker  Clark : On  the  question  of  ob- 
solescenoe,  in  paragraph  17,  you  say:  “obsolescence 
allowances  should  be  permitted  for  all  plant  or 
machinery  which,  in  the  opinion  of  the  taxpayer, 
needs  to  be  superseded  ”;  that  is  a very  wide  sug- 
gestion, is  not  it? — Yes.  'We  considered  that  very 
carefully,  hut  you  will  remember  that  whatever  he. 
buys  he  has  got  to  hear  two-thirds  or  more  of. 

13.267.  Yes,  I quite  understand  that? — We  thought 
the  Inland  Revenue  might  assume  he  would  not 
throw  away  12s.  or  more  to  get  6s.  off  his  Income 
Tax.  It  might  he  possible  in  some  way  to  guard 
against  that,  if  it  be  desired. 

13.268.  Chairman : Thank  you,  Mr.  Hopkins ; that 
finishes  your  examination. 
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The  Right  Reverend  George  Niokson,  D.D., 

The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief:  — 

The  case  for  the  Bishops. 

History  of  episcopal  incomes  as  fixed  by  Statutes. 

13,269.  (1)  The  incomes  of  the  sees  created  since 
1875  are  fixed  by  Statutes  relating  to  the  formation 
of  the  sees  at  minima  of  £2,500  or  £3,000  per  annum, 
and  a maximum  in  each  case  of  £4,200  per  annum 
(38  & 39  Vic.,  c.  34 ; 39  & 40  Vic.,  c.  54 ; 41  & 42  Vic., 
c.  68;  47  & 48  Vic.,  c.  66;  4 Edw.  VII.,  c.  30;  3 & 4 
Geo.  V.,  c.  36;  7 & 8 Geo.  V.,  c.  67). 

The  income  of  the  older  sees  are  likewise  fixed  by 
Statute  or  by  Order  in  Council  pursuant  to  Statute. 
The  Act  is  6 & 7 Will.  IV.,  c.  77. 

In  the  Preamble  is  recited  the  recommendation  of 
the  Church  Inquiry  Commissioners  that  steps  should 
be  taken  to  re-apportion  the  incomes  of  the  sees  so  as 
to  have: — 

An  annual  average  income  of  £15,000  to  the 
Archbishop  of  Canterbury. 

An  annual  average  income  of  £10,000  to  the 
Archbishop  of  York. 

An  annual  average  inoome  of  £10,000  to  the 
Bishop  of  London. 

An  annual  average  income  of  £8,000  to  the 
Bishop  of  Durham. 

An  annual  average  income  of  £7,000  to  the 
Bishop  of  Winchester. 

An  annual  average  income  of  £5,500  to  the 
Bishop  of  Ely. 

An  annual  average  income  of  £5,200  to  the 
Bishop  of  Bangor  and  St.  Asaph. 

An  annual  average  income  of  £5,000  to  the 
Bishop  of  Worcester  and  Bath  and  Wells. 

An  annual  average  income  of  not  less  than  £4,000 
nor  more  than  £5,000  to  each  of  the  other 
Bishops,  and 

the  Ecclesiastical  Commissioners  are  directed  by  Sec. 
10  to  prepare  schemes  to  be  ratified  by  Order  in 
Council  to  carry  this  (among  other  recommendations) 
into  effect.  The  incomes  of  the  several  sees  were 
accordingly  determined  in  accordance  with  this  pro- 
vision by  an  Order  in  Council,  dated  25th  August, 
1851,  and  published  in  tye  London  Gazette  on  the 
19th  September,  1851. 

The  Report  of  the  Church  Inquiry  Commissioners 
leading  up  to  the  foregoing  recommendations  contains 
the  following  passage: — 

“In  considering  the  incomes  of  the  Archbishops 
and  Bishops,  it  is  proper  to  advert  not  only  to  the 
expenses  necessarily  incurred  in  journeys  for  the 
purposes  of  confirmations,  convocation  and  other 
official  duties;  in  maintaining  ancient  and  exten- 
sive houses  of  residence;  in  keeping  hospitality; 
and  in  contributing  to  all  objects  connected  with 
religion  and  charity  in  a manner  suitable  to  their 
station;  but  to  a burden  which  presses  heavilv 
upon  newly-promoted  Bishops,  who  are  seldom 
men  of  wealth.  The  unavoidable  expenses  attend- 
ing their  appointment  are  so  considerable  that 
they  may  be  calculated  at  the  income  of  one  whole 
year  in  most  of  the  sees  and  at  much  more  than 
a year’s  income  in  the  smaller  sees.  Upon  the 
whole,  we  are  of  opinion  that  where  the  annual 
income  of  a Bishop  amounts  to  £4,500,  it  is  not 
necessary  to  make  any  addition,  nor  would  we 
recommend  any  diminution  unless  it  exceeds 
£5,500.  But  we  think  that  the  two  Archbishops 
and  the  Bishops  of  London,  Durham  and  Win- 
chester ought  to  have  a larger  provision  than  the 
rest.” 

Somo  of  the  incomes  fixed  by  the  Act  6 & 7 Will.  IV., 
c.  77,  and  the  Order  in  Council  above  mentioned  have 
since  been  reduced  by  alienations  for  the  endowments 
of  new  sees.  All  these  incomes  are  subject  to  a deduc- 
tion equal  to  £1  17s.  6d.  per  cent,  for  first  fruits  and 
tenths  payable  to  Queen  Anne’s  Bounty.  The  mini- 
nuim  and  maximum  are  exclusive  of  the  value  of  the 
house  of  residence  in  each  case,  and  the  minimum  is 
fixed  on  the  terms  that  there  shall  be  a house  of  resi- 
dence or  a fund  sufficient  to  provide  one. 


Lord  Bishop  of  Bristol,  called  and  examined. 
liemarks  on  the  Implications  of  the  above  Statutes. 

13.270.  (2)  From  the  above  statement  it  will  be  seen 
that  the  Legislature  in  fixing  episcopal  incomes  had 
in  mind,  not  only  the  personal  remuneration  of  the 
Bishops,  but  the  official  duties  attached  to  their  office, 
and  these  official  duties  are  clearly  indicated  in  the 
Report  of  the  Church  Inquiry  Commissioners,  which 
led  up  to  the  Statutes.  They  thus  become  duties 
recognized  by  Parliament,  and  the  income  assigned 
to  a Bishop  for  his  personal  use  is  only  that  portion 
available  after  the  expenses  incurred  in  carrying  out 
those  duties  have  been  satisfied.  We  desire  to  lay 
great  stress  upon  this,  not  merely  because  much  mis- 
apprehension exists  as  to  the  remuneration  of  Bishops, 
but  because  it  has  a distinct  bearing  upon  the 
burden  of  taxation  which  a Bishop  may  rightly  be 
called  upon  to  bear.  A clear  distinction  ought  to 
be  drawn  between  that  portion  of  a Bishop’s  income 
which  must  be  expended  for  the  purpose  of  carrying 
out  the  necessary  work  of  his  office  and  that  portion 
which  he  receives  as  a stipend  for  his  personal  and 
family  use. 

To  a certain  extent  this  is  recognized  in  the  relief 
allowed  under  abatements  of  Income  Tax  on  certain 
items  of  expenditure,  such  as  salaries  to  secretaries 
and  chaplains,  travelling,  postages  and  the  like.  We 
contend,  however,  that  the  items  at  present  allowed 
by  Surveyors  are  too  limited.  They  fail  to  take  into 
account  many  items  of  expenditure  which  are  ne- 
cessarily incurred  in  the  upkeep  of  a house  which 
is  primarily  an  office  and  only  secondarily  a residence. 
In  the  case  of  a tradesman  or  professional  man  carry- 
ing on  his  trade  or  profession  in  the  same  building 
in  which  he  lives,  allowance  is  made  for  that  portion 
in  which  the  trade  or  profession  is  carried  on.  Thus 
so  far  as  the  rent  is  concerned  this  allowance  may 
be  made  up  to  two-thirds  of  the  rent  paid  (Finance 
Act,  1842,  Sec.  101),  while  the  maintenance  (service, 
heating,  lighting,  &c.),  is  naturally  part  of  the 
necessary  “ overhead  charges  ” which  are  deducted 
before  arriving  at  the  profit  made  in  the  trade  or 
profession.  It  would,  therefore,  seem  equitable  that 
similar  treatment  should  be  meted  out  in  the  case  of 
the  Bishops.  Even  in  the  case  of  modern  bishoprics 
the  official  residence  is  ordinarily  much  in  excess  of 
the  domestic  requirements  of  the  Bishop  and  beyond 
the  scale  of  residence  appropriate  to  the  income  of 
the  see.  This  is  necessarily  so,  as  the  house  is  designed 
to  serve  other  needs  than  those  of  residence.  It  is 
the  Bishop’s  diocesan  office  with  accommodation  for 
his  staff  of  secretaries,  chaplains  and  so  forth,  and 
contains  the  requisite  accommodation  for  candidates 
for  Orders,  examination  rooms,  &c.  It  is  clear  that 
so  far  from  a Bishop’s  palace  being  an  addition  to 
th©  Bishop’s  incomf,  it  is  a serious  burden  thereon, 
in  the  sense  that  the  Bishop  would  be  financially  re- 
lieved if  instead  of  enjoying  (and  maintaining)  the 
house  he  were  at  liberty  to  choose  and  rent  a suitable 
house  for  himself  for  his  personal  occupation.  The 
house  adds  to  the  Bishop’s  income  only  in  so  far  as 
it  relieves  the  Bishop  of  providing  a house  for  occupa- 
tion. To  get  at  the  truth  of  the  position  the  house 
ought  to  be  considered  as  divided  into  two  parts,  (1) 
residence  for  the  Bishop  and  his  family  with  house- 
hold suitable  to  his  station,  and  (2)  Bishop’s  office,  &c. 

13.271.  Under  the  Finance  Act  of  1918,  Sec.  28, 
which  relates  back  to  the  Finance  Act  of  1907,  Sec. 
28,  this  principle  of  division  is  admitted  so  far  as 
rent  is  concerned.  But  only  one-eighth  of  the  net 
assessment  is  allowed.  This,  for  the  following  reasons, 
is  quite  inadequate  in  the  case  of  the  Bishops.  We 
have  been  at  pains  to  ascertain  from  the  Bjshops  the 
proportion  of  their  houses  which  is  used  for  strictly 
official  purposes  and  the  proportion  which  is  partly 
and  mainly  used  for  these  purposes.  It  has  not  been 
possible  without  a proper  survey  fully  to  distinguish 
between  these  proportions,  but  in  the  main  the  follow- 
ing table  shows  the  proportion  of  the  various  houses 
which  are  mainly  used  for  the  work  of  the  diocese 
in  each  case,  and  which  unless  it  were  available  for 
this  purpose  would  seriously  hamper  the  proper  carry- 
ing out  of  the  Bishop’s  work.  The  domestic  user  of 
this  proportion  is  occasional  and  slight,  the  official 
user  is  constant,  while  in  every  case  there  is  a large 
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exclusive  official  user  of  the  proportions  subjoined 
in  the  following  table  : — 


Canterbury  ...  About  two-thirds  of  the  houses  (there 
are  two). 

York  ' Abi  ut  two-thirds  of  the  house. 

Durham „ two-thirds  „ ,, 

Winchester  ...  „ two-thirds  ,,  ,, 

Bath  and  Wells two-thirds  ,.  ,. 

London ,,  seven-eighths  of  the  houses  (there 

are  two). 

Worcester  ...  „ seven-eighths  of  the  house. 

Manchester  ..  „ five-eighths  „ 

Lichfield...  ...  ,,  one-half  ,, 

Southwark  ...  „ one-half  „ 

Gloucester  ...  „ one-half  „ 

Ely  „ one-half  „ 

Bristol  „ one-half  „ 

Salisbury  ...  „ four-fifths  ,, 

Exeter  „ one-quarter  „ 

Truro  one-quarter  „ 

Liverpool  ...  28  rooms  out  of  50. 

Ripon  14  rooms  out  of  26, 

and  others  in  varying  degree. 


It  will  thus  be  seen  how  large  a proportion  of  each 
house  of  residence  is  used  for  official  purposes  and  how 
totally  inadequate  one-eighth  is,  even  in  the  case  of 
rent,  let  alone  of  maintenance. 


Allowances  for  repairs. 

13,272.  (3)  Under  the  present  law  one-sixth  is 
allowed  for  repairs  off  the  gross  assessment.  This  is 
inadequate  for  the  following  reasons:  — 

(a)  the  Bishop’s  liability  under  the  law  of 
dilapidations  is  to  “ maintain,  and  from  time  to 
time  renew,”  a greater  burden  than  that  under- 
taken by  an  ordinary  owner,  who  is  content  to  do 
only  what  is  sufficient  to  keep  the  premises  in  a 
sufficient  state  of  repair  to  maintain  the  rent. 
It  is  true  that  the  Bishop  is  not  legally  liable 
in  respect  of  decorations,  but  he  is  under  the 
same  necessity  of  doing  them  as  an  ordinary 
owner  residing  in  his  own  house. 

(b)  the  Bishop’s  liability  extends  to  the  whole 
of  the  residence  (whether  official  ” or  “ do- 
mestic ”)  and  in  the  case  of  an  ancient  house, 
in  which  there  is  a great  deal  that  must  be  main- 
tained, though  it  is  more  in  the  nature  of  an 
ancient  monument  than  a structure  built  for  the 
accommodation  and  enjoyment  of  the  occupier, 
one-sixth  of  the  rental  value  is  clearly  not  a true 
measure  of  the  liability,  if  it  is  true  on  the 
ordinary  case  where  the  rental  value  is  really 
proportionate  to  the  accommodation  afforded.  We 
extract  the  following  table  from  the  returns  of 
Bishops  showing  their  average  annual  cost  of 
repairs  in  relation  to  their  several  assess- 
ments : — 


See. 

Assessment. 

Cost  of 
repairs. 

£ 

£ 

Canterbury 

...  1,629 

1,070 

York  

389 

336 

London 

...  1,796* 

500 

Durham 

251 

175 

Winchester 

608 

230 

Bristol 

220 

70 

Bath  and  Wells 

255 

230 

Carlisle 

167 

30 

Ely  

183 

100 

Gloucester 

300 

130 

Lichfield 

183 

100 

Liverpool 

259 

100 

Manchester 

213 

100 

Newcastle 

257 

110 

Norwich  

375 

216 

Oxford  

175 

100 

Peterborough 

320 

150 

Ripon 

198 

100 

Salisbury 

255 

125 

Sheffield  

140 

120 

Southwark 

325 

150 

Southwell 

160 

80 

Truro  

140 

45 

Wakefield 

200 

'75 

Worcester 

200 

100 

in  some  of  these  returns  allowance  does  not  seem 
to  have  been  included  for  the  quinquennial  survey, 
and  this  would  increase  the  amounts. 


Private  incomes  and  Super-tax. 

13.273.  (4)  It  is  no  exaggeration  to  say  that  there 
is  not  a single  Bishop  on  the  Bench,  who,  if  he  had 
to  rely  solely  on  his  official  income,  would  not  be  in  an 
insolvent  position  to-day.  The  amounts  which  Bishops 
are  contributing  from  private  resources  range,  so  far 
as  our  information  extends,  from  £2,800  to  £400  per 
annum.  It  is  a burden  in  any  case  to  have  to  sub- 
sidise an  income  which  is  fixed  by  Statute,  and  which 
cannot,  as  the  law  stands,  be  increased  by  further 
endowment;  but  the  burden  is  made  even  heavier  by 
the  incidence  of  the  Super -tax,  which  adds  the  private 
resources  to  the  official  income  and  taxes  the  Bishop’s 
personal  income  heavier  in  consequence.  If  the 
ground  on  which  this  tax  is  levied  be  a personal  one, 
then  there  seems  good  reason  for  relief  in  the  case  of 
Bishops  where  the  personal  benefit  which  they  derive 
from  their  official  income  is  small,  or,  as  in  some  cases, 
is  non-ex istent. 

Official  subscriptions  and  official  hospitality. 

13.274.  (5)  Both  these  items  appear  in  the  Report, 
mentioned  above,  of  the  Church  Inquiry  Com- 
missioners, but  no  allowance  is  at  present  made  by 
way  of  rebate.  In  the  case  of  traders  charitable  con- 
tributions are  regarded  “ not  as  a trade  charge,  but 
a disposal  of  profit.”  An  exception,  however,  is  made 
where  a manufacturer  subscribes  to  an  infirmary 
where  any  of  his  workpeople  may  be  sent  if  injured. 
Pari  passu,  a similar  exception  might  be  made  in  the 
case  of  a Bishop’s  subscription  to  his  Diocesan  Board 
of  Finance,  the  funds  of  which  are  entirely  spent  on 
the  official  work  of  the  diocese,  e.g.,  payment  of  clergy, 
pensions,  support  of  sick  or  infirm  clergy,  buildings, 
ifcc.  As  regards  hospitality  a bishop  is  very  much  in 
in  the  position  of  a public  official,  for  an  example,  a 
mayor,  who  generally  has  an  allowance  from  the  cor- 
poration for  the  purpose  of  hospitality.  We  have 
evidence  before  us  of  the  great  charge  this  part  of 
their  official  life  casts  upon  the  Bishops,  and  in 
particular  upon  the  Archbishops. 

Recommendations. 

13.275.  (6)  In  conclusion  we  beg  to  suggest  for  the 
consideration  of  the  Commissioners : — 

(1)  that  a much  larger  allowance  for  repairs 

should  be  granted,  in  view  of  the  special 
character  of  episcopal  residences  and  the 
fictitious  character  of  the  Bishop’s 
“ ownership,”  and  that  this  should  be 
greatest  in  the  case  of  the  oldest  and 
largest  houses; 

(2)  that  the  principle  recognized  in  the  Finance 

‘Act  of  1918  by  which  an  eighth  on  the  net 
assessment  is  allowed  on  the  rent  should  be 
extended  so  as  to  include  “maintenance” 
as  well  as  “ assumed  rent,”  and  that  this 
allowance  should  be  proportionate  to  tho 
extent  of  the  “official  character”  of  the 
house  as  distinguished  from  its 
“ residential  ” character; 

(3)  that  in  the  assessment  for  Super-tax  regard 

should  be  had  to  the  “ personal  ” 
emoluments  enjoyed  by  the  Bishop  as  dis- 
tinguished from  the  income  which  has  to 
be  spent  upon  his  official  duties; 

(4)  that  some  allowance  should  be  made  for 

“ official  hospitality  ” ,and  “ official  sub- 
scriptions.” 

[This  concludes  the  evidence-in-chief .] 

13.276.  Chairman : On  account  of  your  request  a 
number  of  the  Commissioners  have  very  kindly 
arranged  to  sit  later  to-night P — I am  extremely 
grateful  to  the  Commissioners. 

13.277.  Do  you  appear  for  the  Clergy  as  well  as  for 
the  Bishops? — No,  unless  you  wish  to  ask  any  ques- 
tions on  the  statement  that  will  be  presented  by  Mr. 
Atkinson.  I prefer  only  to  give  evidence  on  behalf 
of  the  Bishops. 

13.278.  I will  just  take  the  four  recommendations, 
because  you  might  amplify  these  shortly  and  then  the 
Commissioners  may  like  to  ask  you  questions  upon 
them  afterwards  P — I had  prepared  a very  short 
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presentation  of  the  case  that  touches  these  main 
points  as  far  as  the  Bishops  are  concerned. 

13,279.  The  four  points  of  the  recommendations 
are  all  there? — They  all  come  in.  I desire,  in  the 
lirst  place,  to  state  emphatically  that  neither  Bishops 
nor  Clergy  wish  to  escape  any  burden  of  taxation 
which  may  be  justly  laid  upon  them  as  citizens  and 
they  desire  no  exceptional  treatment  in  any 
direction.  What  we  urge  is  that  the  Clergy — and 
Bishops  in  particular — are  taxed  at  present  as 
though  the  whole  of  their  official  income  was  an 
emQlument  personal  to  themselves.  A Bishop  and 
incumbent  are  corporations  sole,  and  the  income 
they  derive  they  have  partly  as  a personal  emolument 
and  hold  partly  in  the  administration  of  a trust 
Hitherto,  with  certain  limited  and  restricted 
exceptions,  the  whole  of  their  income  has  been  re- 
garded by  Surveyors  as  their  personal  emolument. 
VVhat  we  ask  is  that  that  part  of  their  income  which 
is  clearly  used  'in  trust  for  official  purposes  shall  be 
exempt  from  Income  Tax,  and  that  only  the 
residuum  shall  be  regarded  as  liable  for 
Income  Tax,  or  for  Super-tax  if,  when  added  to 
their  private  fortune,  it  is  so  liable.  At  present 
the  whole  of  their  official  income  and  private  fortune 
is  lumped  together  for  purposes  of  tax  with  the  limited 
exceptions  above  mentioned.  Further;  that,  at 
present,  the  whole  of  the  house  of  residence  both  for 
rent  and  maintenance,  with  the  small  exception 
allowed  under  the  Finance  Act  of  1918  of  one-eighth 
of  assumed  rent,  is  regarded  as  a personal  emolu- 
ment. A table  is  given  in  my  evidence-in-chief 
showing  that  in  no  case  can  this  house  be  so  regarded. 
From  seven-eighths  down  to  a quarter  is  used  for 
official  purposes  and  is,  to  all  intents,  an  office  for 
diocesan  work.  Further,  we  wish  to  point  out  that 
the  question  of  allowances  for  repairs  is  a very  serious 
one  in  the  case  of  Bishops  where  most  of  the  resi- 
dences are  ancient  buildings,  as  for  instance,  Bath 
and  Wells,  1240  A.D.,  and  that  the  Law  of  Dilapida- 
tions bears  exceptionally  heavily  on  the  holders  of 
the  office,  who  are  regarded  as  owners  and  compelled 
by  law  not  only  to  repair  but  to  maintain  and  renew. 
Our  main  purpose,  therefore,  is  to  ask  that  in  the 
assessing  of  Income  Tax  regard  should  be  had  to  the 
heavy  charge  upon  the  statutory  incomes  of  Bishops 
entailed  by  the  obligation  to  fulfil  official  duties.  We 
have  set  out  particulars  in  the  case,  but  it  may  serve 
to  emphasize  this  if  I give  a typical  example  of  a 
Bishop’s  expenditure.  It  is  fairly  representative 
and  while  in  some  cases  the  official  expenditure  may 
be  less,  in  others  it  is  considerably  more.  Take  the 
case  of  a see  whose  income  is  £4,300  with  a house  of 
residence  assessed  at  £300  per  annum.  After  the 
deduction  of  Income  Tax  and  Super-tax  at  present 
rates  there  i3  a net  residue  available  of  £2,697  10s. 
Half  the  house  is  given  up  to  official  work.  The 
cost  of  lighting,  heating,  maintaining  and  re- 
pairing, with  rates  and  insurances,  on  this 

portion  is  £565.  Chaplain,  secretary,  travelling 
expenses  and  other  charges,  as  at  present  allowed  bv 
the  local  Surveyor,  amount  to  £640.  Official  sub- 
scriptions and  official  hospitality  amount  to  £800. 
The  total  is  £2,005.  From  this,  for  repairs  and  the 
one-eighth  of  rent  for  official  character,  the  Surveyor 
allows  £82,  which  leaves  a net  of  £1,923,  thus  leaving 
a net,  income  for  personal  emolument  of  the  Bishop 
of  £774  10s.  to  which  must  be  added  £192  returned 
Income  Tax;  total  £966  10s.  Out  of  this,  however,  he 
has  to  maintain  the  grounds  (the  Archbishop  of  .York 
pays,  for  example.  £700  per  annum)  attached  to  the 
house,  and  to  incur  many  expenses  which  his  position 
entails,  and  to  maintain  the  half  of  a house  assessed 
at  £150  a year.  This  further  expenditure  amounts 
to  about  £800  per  annum,  so  that  there  is  left  to  him 
for  life  insurance,  education  of  his  children,  and 
purely  personal  expenditure  £166  10s.  and  this 
includes  the  cost  of  food  for  himself  and  his  family, 
hut  not  wages,  board  and  lodging  of  his  servants, 
which  is  included  in  the  £800.  I have  taken  a 
favourable  illustration  where  there  is  a margin,  in 
order  not  to  prejudice  my  case,  but  it  would  be  easy 
to  extract  from  other  returns,  which  have  been  made 
to  me  by  Bishops,  cases  where  but  little  more  was  left 
to  the  Bishop  save  housing,  heating  and  lighting  free. 
In  his  return  the  Bishop  of  Sheffield  reports  that  he 


lias  to  find  an  additional  £700  a year  to  his  official 
income,  and  the  Bishop  of  Wakefield  reports  that  only 
once  in  21  years  has  his  official  income  sufficed. 
Further,  all  tnese  figures  relate  to  war-time  conditions 
when  many  of  the  normal  activities  and  consequent 
expenses  of  the  Bishops  have  to  be  curtailed,  it  is 
obvious  therefore,  that  the  Bishop  is  bound  to  supple- 
ment his  official  income  from  private  resources. 
We  ask,  therefore,  that  the  above  distinction  between 
the  portion  of  income  which  the  Bishop  has  to  admin- 
ister for  the  purposes  of  his  work  shall  be  differen- 
tiated from  the  portion  he  receives  as  an  emolument, 
as  far  as  taxation  is  concerned.  And  we  lay  stress 
on  the  fact  that,  originally,  the  incomes  of  Bishops 
were  fixed  by  Statute  so  as  to  provide  for  these  official 
duties.  (See  the  extract  from  the  Report  of  the 
Church  Inquiry  Commissioners  prior  to  the  Act  of  6 
and  7 William  IV.,  chapter  77.)  And  we  call  atten- 
tion to  the  words  used  by  Lord  Shand  in  Charlton  v. 
Inland  Revenue,  17  R.,  785,  in  which  he  says,  regard- 
ing deductions  which  a clergyman  might  make  by  way 
of  allowance,  that  they  should  include  “ such  of 
these  expenses  as  the  Minister  is  either  required  by 
his  Ecclesiastical  superiors  to  incur  or  are  expected 
of  him  by  the  Church  or  by  ordinary  custom  and  are 
for  any  of  these  reasons  incumbent  on  the  claimant.” 

13.280.  Official  hospitality. — This  includes  Ordina. 
tion  candidates  four  times  a year,  which  perhaps, 
on  an  average,  would  mean  30  in  the  year,  although 
this  would  differ  widely  in  the  case  of  the  various 
Bishops ; gatherings  of  rural  deans ; official  preachers 
at  diocesan  services ; diocesan  meetings ; diocesan 
conferences ; Clergy  from  the  country,  etc.  As 
an  illustration,  the  Archbishop  of  Canterbury 
has  frequent  gatherings  of  50,  70,  and  even 
200  at  a time,  in  Lambeth  Palace.  He  has 
always  some  Bishops  or  church  officials  visiting 
him  on  business  and  obliged  to  stay  one  or  more 
nights.  He  has,  three  times  a year,  all  the  Diocesan 
Bishops  to  entertain  in  conference,  and  at  the  Con- 
secration of  Bishops  or  the  visitation  of  Colonial 
Bishops,  etc.  The  Bishop  of  Lichfield  speaks  of  400 
guests  in  the  course  of  a year  staying  the  night  and 
sometimes  more.  The  Bishop  of  Winchester  reports 
20  to  30  people  staying  at  Farnham  Castle  at  one  time 
on  several  occasions  in  a year.  The  Bishop  of  Durham 
likewise.  While,  in  the  case  of  the  Archbishops,  they 
have  not  only  their  diocesan  official  hospitality  bur 
their  provincial  hospitality. 

13.281.  Method  of  ascertaining  allowances. — I 
would  suggest  that  a certificate  from  the  Eccle- 
siastical Commissioners’  surveyor  should  be  accepted 
as  evidence  of  the  proportion  of  the  house  which  may 
fairly  be  regarded  as  official  in  character.  This 
would  deal  with  the  allowance  on  rent.  With  regard 
to  maintenance,  this  might  be  either  made  in  returns 
from  the  several  Bishops  and  subject  in  the  ordinary 
way  to  the  Surveyor’s  examination,  or  an  allowance 
might  be  made  proportionately, ' based  on  the  income 
of  the  see,  having  regard  to  the  Ecclesiastical  Com- 
missioners’ surveyor’s  certificate  as  to  proportion  of 
house;  or  oertain  specified  items  might  be  named,  e.g . 
proportion  of  rates  and  insurance,  heating,  lighting 
and  service.  With  regard  to  official  hospitality,,  a fixed 
proportion  of  the  income,  say  one-tenth,  might  be 
named.  With  regard  to  allowances  for  official  sub- 
scriptions, subscriptions  to  the  Diocesan  Fund  and 
possibly  hospitals  might  be  recognized.  That  is  what 
I merely  wish  to  say  with  regard  to  the  presentation 
of  the  case. 

13.282.  Chairman : Your  recommendations  are : (1) 
“ That  a much  larger  allowance  for  repairs  should  be 
granted  in  view  of  the  special  character  of  episcopal 
residences  and  the  fictitious  character  of  the  Bishop  s 
‘ ownership,’  and  that  this  should  be  greatest  in  the 
case  of  the  oldest  and  largest  houses.”  ?— Yes. 

13.283.  That  affects  the  Bishop  of  London  ?— It 
affects  every  Bishop.  A table  is  set  out  showing  that. 

13.284.  The  suffragans ?— No.  There  are  no  official 
suffragan  houses  so  far  as  I know. 

13.285.  The  second  recommendation  is:  “That  the 
principle  recognized  in  the  Finance  Act  of  1918,  by 
which  an  eighth  on  the  net  assessment  is  allowed  on 
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the  rent  should  be  extended  so  as  to  include  ‘ main- 
tenance ’ as  well  as  ‘ assumed  rent,’  and  that  this 
allowance  should  be  proportionate  to  the  extent  of 
the  ‘ official  character  ’ of  the  house  as  distinguished 
from  its  ‘residential’  character”? — Yes. 

13.286.  The  third  recommendation  is : “ That  in  the 
assessment  for  Super-tax  regard  should  be  had  to  the 
‘ personal  ’ emoluments  enjoyed  by  the  Bishop,  as 
distinguished  from  the  income  which  has  to  be  spent 
upon  his  official  duties  ” ? — Yes. 

13.287.  Your  fourth  recommendation  is:  “That 

some  allowance  should  be  made  for  1 official  hospi- 
tality ’ and  ‘ official  subscriptions  ’ ”? — Yes. 

13.288.  There  is  no  doubt,  and  everyone  knows,  that 
the  present  taxation  falls  very  heavily  upon  the 
Clergy;  those  of  us  who  have  rather  an  intimate 
knowledge  recognize  that.  It  is  also  recognizable 
that  the  hardship  is  on  a very  great  number  of  other 
people? — Yes. 

13.289.  You  do  not  want  to  evade  it? — Not  in  the 
slightest. 

13.290.  Even  to  the'  point  of  hardship  ? — That  is  so. 

13.291.  Perhaps  the  Commissioners  would  now  like 
to  ask  you  a few  questions,  my  Lord  Bishop. 

13.292.  Mr.  McLintock : You  refer  to  the  Report 
of  the  Church  Inquiry  Commissioners  ? — Yes. 

13.293.  Can  you  tell  us  which  of  the  expenses  men- 
tioned are  not  allowed  for  Income  Tax  purposes? — 
Of  those  in  the  Report? 

13.294.  You  refer  to  expenses  necessarily  incurred 
in  journeys  for  the  purpose  of  confirmations,  convoca- 
tion, and  you  go  on  and  narrate  them  there? — After 
convocation  I should  place  a stop.  Other  official 
duties  are  somewhat  vague.  Surveyors  allow  things 
like  salaries,  postages,  and  travelling  expenses,  hut 
they  do  not  allow  any  maintaining  of  the  official 
portion  of  the  residence ; they  do  not  allow  any  of  the 
keeping  of  hospitality  of  an  official  character;  they 
do  not  allow  anything  of  what  may  be  described  as 
official  contributions  to  objects  connected  with  religion 
and  charity  all  of  which  are  alluded  to  in  the  Report. 

- 13,295.  With  regard  to  the  maintaining  of  the 
house  of  residence,  the  only  allowance  you  get  there 
is  the  usual  deduction  from  the  annual  value  of  the 
house? — The  one-eighth. 

13.296.  Generally  speaking,  you  maintain  that 
except  for  the  expenses  incurred  in  journeys  for  the 
purposes  of  confirmations  and  convocation,  you  get  no 
allowance  for  those  various  items? — You  get  no  allow- 
ance for  those  other  items  at  all. 

13.297.  You  refer  to  the  fact  that  certain  official 
duties  became  recognized  by  Parliament,  and  that 
incomes  are  fixed  by  reference  to  the  duties  attach- 
ing to  the  office? — Yes. 

13.298.  Is  your  suggestion  that  in  so  far  as  expenses 
are  incurred  in  carrying  out  those  duties  they  should 
be  allowed  as  a deduction  for  Income  Tax  purposes  ? — - 
That  is  my  suggestion. 

13.299.  And  that  they  are  not  so  allowed  now? — 
They  are  not  so  allowed  at  present. 

13.300.  Could  part  of  a Bishop’s  income  he  definitely 
earmarked? — No,  it  requires  an  Act  of  Parliament 
to  do  it;  I have  inquired  into  that. 

13.301.  Would  the  better  plan  not  he  to  make  bo 
much  of  the  so-called  income  as  a direct  payment 
in  connection  with  the  official  position  rather  than  as 
a salary  of  the  individual  holding  it? — It  would  re- 
quire an  Act  of  Parliament  to  do  it. 

13.302.  But  would  that  he  an  advantage? — I doubt 
it  in  some  ways.  It  would  be  very  difficult  to  distin- 
guish between  the  different  sees  with  the  different 
obligations  attaching  to  them ; they  vary  considerably. 

13.303.  Would  it  not  be  possible,  in  your  opinion, 
in  the  various  sees  to  allocate  a specific  sum  for  the 
expenses  as  distinct  from  salary  ? — Do  you  mean  to 
state  it,  or  actually  to  allocate  it  so  that  it  is  not 
administered  by  the  Bishop?  Do  you  mean  simply 
for  the  purpose  of  taxation,  declaring  what  the 
amount  was? 


13.304.  Yes? — I think  it  would  be  possible  to 
declare  the  amount. 

13.305.  It  would  probably  be  something  more  than 
a mere  declaration;  it  would  have  to  be  specifically 
paid  to  meet  these  expenses? — I doubt  if  that  could 
be  quite  carried  out;  it  would  be  extremely  difficult. 

13.306.  It  would  be  an  easier,  way  than  leaving  the 
settlement  to  the  interpretation  of  an  Act  of  Parlia- 
ment, would  it  not? — I think  the  Bishops  would  be 
quite  willing  for  the  Ecclesiastical  Commissioners  to 
declare  what  part  was  really  official  and  what  part 
was  personal  emolument;  whether  it  would  actually 
so  work  out  in  actual  practice  or  not  is  a difficult 
thing  to  say. 

13.307.  Still,  that  is  the  point,  that  while  it  is 
nominally  paid  as  salary,  a large  portion  of  it  goes 
in  regular  expenses?— Yes,  the  largest  portion. 

13.308.  Attaching  to  the  office? — Yes,  but  they  are 
of  a character  which  is  sometimes  a little  difficult 
to  distinguish  as  to  what  might  be  called  personal 
and  as  to  what  might  be  called  official,  largely  owing 
to  the  character  of  the  house,  which  is  not  divided 
so  definitely  that  you  can  say:  “ the  whole  of  this  is 
official  and  the  whole  of  that  is  personal.” 

13.309.  I quite  appreciate  that? — If  they  were  so 
built  that  the  official  part  of  the  residence  was 
attached  to  a house,  it  would  be  very  different.  We 
are  really  in  the  position  of  doctors  and  professional 
men  carrying  on  business  in  their  own  houses. 

13.310.  You  give  the  "proportions  of  the  various 
houses  of  the  various  Bishops,  including  that  portion 
which  is  largely  used  for  the  work  of  the  diocese,  I 
suppose? — Yes. 

13.311.  Out  of  what  funds  are  these  residences  pro- 
vided?— The  new  residences  were  provided  by  sub- 
scription, which  had  to  be  a certain  sum  satisfying 
the  provision  of  the  Act  under  which  the  bishopric 
was  founded,  according  to  the  Ecclesiastical  Com- 
missioners’ surveyor.  The  old  ones  come  down  as 
property  of  the  see,  some  of  them  for  centuries. 

13.312.  Would  it  not  be  possible  to  meet  any  of 
these  expenses  in  connection  with  the  houses  out  of 
Church  funds? — No,  that  is  quite  clear. 

13.313.  Instead  of  by  relief  from  Income  Tax  ? — No, 
there  are  no  funds  for  that.  It  applies  in  a less 
degree  to  the  house  of  every  clergyman. 

13.314.  On  the  cost  of  repairs,  is  the  whole  cost 
borne  by  the  Bishop  in  every  case? — In  every  case. 

13.315.  When  the  incomes  are  fixed,  is  that  factor 
taken  into  account? — I suppose  it  was  taken  into 
account — well,  it  must  have  been  taken  into  account 
when  the  incomes  were  fixed. 

13.316.  That  is,  when  the  income  is  fixed  the 
necessarily  heavy  expenses  are,  to  some  extent,  taken 
into  account? — Oh,  yes,  they  are  all  taken  into 
account. 

13.317.  Do  you  not  think  that  is  an  additional 
reason  why  the  payment  might  be  earmarked,  so 
much  for  expenses  and  so  much  for  emolument  or 
salary? — I do  not  see  how  it  is  practically  to  be 
worked  out.  I have  been  discussing  the  matter  only 
this  morning  with  the  Secretary  of  the  Ecclesiastical 
Commissioners,  Mr.  Downing,  and  he  says  that  it 
would  be  extremely  difficult  to  earmark  it  in  that 
way.  Further,  . what  would  become  of  it  if  the 
expenses  were  more,  or  what  would  become  of  it  if 
the  expenses  were  less? 

13.318.  You  have  seriously  considered  it? — Yes. 
The  Bishopric  of  Bradford  which  has  just  been 
established  has  tried  to  do  that,  and  it  has  en- 
countered, as  I understand,  many  difficulties  in  the 
way,  not  the  least  the  present  provision  of  the  Act 
which  establishes  it. 

13.319.  These  are  difficulties  on  the  part  of  the 
Bishop  in  settling  how  to  divide  the  amount? — Do  not 
think  it  is  a personal  matter  at  all.  I think  it  is 
a matter  of  practical  working  out. 

13.320.  You  quite  appreciate  that  what  you  con- 
tend for  here  involves  very  far-reaching  principles 
in  relation  to  Income  Tax? — Well,  I think  that  we  are 
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only  asking  what  is  already  granted  in  the  case  of 
professional  men  like  doctors,  dentists  and  others. 
We  are  not  asking  for  more.  We  are  asking  to  be 
put  on  the  same  level. 

13  321.  It  is  rather  more  limited  in  their  case? — 
They  may  have  two-thirds  of  the  assumed  rent,  and 
certain  costs  of  upkeep  which  we  are  not  allowed  at 
all  at  present. 

13  322.  The  rent  question  is  a small  part  ot  your 
case,’  is  it  not  ? — The  rent  question  relatively  perhaps 
to  the  maintenance  is  small,  but  it  is  not  small  in 
itself.  We  are  allowed  one-eighth  at  the  present 
moment  of  assessments  that  range  from  £1,796  down 
to  about  £140. 

13.323.  Has  the  difficulty  become  more  acute  owing 
to  the  higher  cost  of  maintenance  and  repair  to-day  ? 
Of  course,  everything  has  become  more  acute. 

13.324.  That  is  the  particular  objection  at  the 
moment?— No,  this  has  always  been  a difficulty. 

13.325.  It  is  an  old  standing  grievance  ?— It  has 
always  been  a difficulty. 

13.326.  You  agree  probably  that  if  the  principles 
you  ask  for  are  applied  to  Income  Tax  generally  it 
might  involve  a very  considerable  amount  of  tax 
having  to  be  given  up? — I should  not  be  competent 
to  say  how  much.  We  are  only  asking  to  be  put  on 
a level  with  other  professional  people  who  have 
official  expenses;  I want  to  make  that  very  clear. 

13.327.  You  agree,  anyhow,  that  if  to  concede  all 
you  ask  means  a substantial  loss  of  revenue  the  effect 
is  a larger  tax? — Quite  possibly  it  may  work  out  in 
that  way ; that  is  a matter  for  the  Government. 

13.328.  You  appreciate  that  is  one  of  the  difficulties 
this  Commission  has  to  deal  with? — Quite. 

13.329.  To  find  the  additional  revenue  to  make  up 

for  all  the  claims? — Quite.  We  only  ask  that 

anomalies  shall  be  rectified,  which  I think  is  part 
of  the  reference. 

13.330.  Mr.  Birley:  In  your  last  two  recommenda- 
tions, the  third  and  the  fourth,  you  suggest  that  in 
the  assessment  for  Super-tax  regard  should  be  had 
to  the  personal  emoluments  enjoyed  by  the  Bishop  as 
distinguished  from  the  income  which  has  to  be  spent 
upon  his  official  duties,  and  that  some  allowance  should 
be  made  for  official  hospitality  and  official  subscrip- 
tion. Are  not  those  two  points  very  much  what  Mr. 
McLintock  has  been  suggesting,  that  the  Bishop 
should  divide  his  income  and  specify  to  some  extent 
what  those  extra  expenses  are.  You  recommend  that 
it  should  be  done,  but  did  you  not  also  tell  us  that 
you  do  not  think  it  can  be  done.  Are  not  those 
two  last  recommendations  the  very  things  you  tell 
us  there  is  great  difficulty  in  doing? — There  is  con- 
siderable difficulty  in  exactly  defining  these. 
Supposing  that  out  of  an  income  of  £4,000  you  ask 
that  £3,000  should  be  regarded  as  official  and  £1,000 
as  personal,  there  would  be  some  difficulty  over  it 
unless  the  responsibilities  were  divided  differently 
from  what  they  are  at  the  present  moment. 

13.331.  My  question  really  is  as  to  how  you  yourself 
would  suggest  that  your  own  recommendations  should 
be  carried  out.  You  have  rather  said  that  you  do  not 
see  how  your  own  recommendations  can  be  carried 
out;  perhaps  if  you  could  tell  us  it  might  help? — No, 
pardon  me;  I am  sorry  if  I gave  you  that  impression. 
What  I said  was  I did  not  quite  see  how  you  were 
going  to  earmark  a specific  sum  of,  say,  £4,000,  £2,500 
or  £3,000  official,  and  £1,000  the  Bishop’s  personal 
emolument.  All  I am  asking  for  is  that  what  actually 
takes  place  in  the  expenditure  officially  shall  be  re- 
garded as  an  expense  pari  passu  with  such  an  expense 
as  travelling  or  postage. 

13.332.  But  without  earmaking  it  how  are  you  going 
to  have  regard  in  the  assessment  for  Super-tax  to  the 
personal  emolument  after  taking  into  account  these 
e^P®nses  official  duties? — When  the  expenses  for 
official  duties  have  been  passed  by  the  Surveyor  they 
are  deducted  from  Super-tax;  it  is  merely  an  exten- 
sion of  what  actually  takes  plaoe  at  the  present 
moment. 


13.333.  Of  course,  if  you  could  so  earmark  them 
that  they  could  be  allowed  as  expenses,  there  would 
be  no  tax  charged  on  that  portion? — No  tax  charged 
on  that  portion. 

13.334.  Therefore,  is  it  really  impossible  to  show 
what  those  amounts  should  be? — It  is  not  impossible 
year  by  year  to  show  it. 

13.335.  I meant  to  show  how  your  own  recommenda- 
tions should  be  carried  out? — What  I ask  is  that 
certain  things  which  now  are  not  allowed  by  the  Sur- 
veyor, maintenance  and  these  extra  allowances  on 
repairs  and  so  forth,  should  be  included  as  an  actual 
expense,  which  is  then  free  from  Income  Tax  and 
Super-tax ; then  we  should  not  be  as  we  are  at  present, 
charged  on  the  official  expenses  which  we  have  to 
give  in  the  way  of  maintenance. 

13.336.  I am  leaving  out  maintenance;  that  comes 
in  No.  2 and  also  in  Nos.  3 and  4;  your  recommenda- 
tions are  rather  vague? — I am  sorry. 

13.337.  I want  to  try,  if  I can,  to  bring  it  to  a 
point  so  that  you  could  see  what  part  of  that  income 
was  against  your  official  duties? — We  could  show  by  a 
return  each  year. 

13.338.  So  you  think  something  could  be  done? — 
Certainly,  in  that  form.  What  I say  cannot  be  done, 
I think,  is  to  state  as  a fixed  sum  year  by  year  the 
sum  that  would  be  official. 

13.339.  Your  point  is  that  you  could  not  take  it 
year  by  year,  but  you  could  take  it  in  the  individual 
years? — Yes,  certainly. 

13.340.  Mr.  Walker  Clark : How  far  are  these  ex- 
penses sentimental  or  optional  rather  than  obliga- 
tory to  the  office? — I suppose  that  official  hospitality 
is  to  some  extent  that,  but  I have  put  down  what  I 
regarded  as  in  no  sense  sentimental;  would  you  like 
me  to  state  what  it  was  ? 

13.341.  I was  rather  dealing  with  the  principle  than 
the  specific  amount.  Is  there  not  a very  large  pro- 
portion of  these  charges  on  which  you  ask  to  be 
exempted  from  tax  more  or  less  sentimental  and  more 
or  less  optional? — None  in  No.  2;  possibly  in  No.  4. 

13.342.  No.  4 considerably? — I would  not  say  con- 
siderably. One  is  not  asking  for  the  whole  of  these 
extra  hospitality  figures.  Some,  no  doubt,  is  senti- 
mental. 

13.343.  Well,  subscriptions? — I only  ask  there,  with 
regard  to  the  allowance  for  official  subscriptions,  that 
subscriptions  to  diocesan  funds,  possibly  hospitals, 
but  certainly  diocesan  funds,  should  be  allowed.  I 
have  given  the  reasons  for  that  in  my  case. 

13.344.  In  respect  of  the  cost  of  repairs  set  out  for 
the  different  sees,  is  there  included  in  those  costs  of 
repairs,  painting  and  structural  alterations,  or  are 
these  merely  repairs  to  the  fabric  ? — These  are  repairs 
to  the  fabric,  maintaining,  renewing,  in  accordance 
with  the  Dilapidation  Act. 

13.345.  The  Dilapidation  Act  may  go  much  further 
in  the  case  of  a Bishop’s  palace  than  it  would  in  the 
case  of  an  ordinary  maintenance  as  between  landlord 
and  tenant? — Yes,  it  does  go  further;  the  Act  dis- 
tinctly goes  further. 

13.346.  May  not  some  of  these  items  which  are  here 
enumerated  be  fairly  said  to  be  charges  against 
revenue  rather  than  expenditure  of  capital  ? — I should 
think  a very  small  amount,  if  any  of  these.  Do  you 
mean  revenue  in  the  sense  that  a wall  wants  further 
paint? 

13.347.  Yes. — I think  there  is  a very  small  amount 
there. 

13.348.  There  may  be  some? — It  might  be  a hun- 
dredth part  or  a fiftieth  part — pot  more. 

13.349.  No.  4 is  opening  a very  wide  door,  is  it  not — 
hospitality.  A mayor  dispenses  hospitality? — Well, 
he  is  not  charged  with  it ; he  is  allowed  it,  as  a rule, 
by  the  corporation. 

13.350.  The  corporation  has  to  pay  it  if  the  mayor 
does  not? — It  does  not  come  upon  him  personally. 

13.351.  We  have  been  told  that  it  comes  upon  him 
personally.  Is  not  the  case  of  the  Bishops  exactly 
on  all  fours  with  universities,  and  heads  of  grammar 
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schools  and  many  other  official  persons? — As  far  as 
hospitality  is  concerned,  do  you  mean? 

13.352.  So  far  as  dilapidations  are  concerned? — 
No,  I do  not  think  so — certainly  not  educational ; I 
am  sure  of  that. 

13.353.  You  know  that  in  Oxford  and  Cambridge 
at  the  present  moment  there  are  very  strenuous 
efforts  being  made  to  remedy  the  relationship  between 
emoluments  and  expenses? — I gather  so. 

13.354.  Has  the  same  effort  been  made  by  the  Bench 
of  Bishops  in  the  same  direction  ? — To  regulate  emolu- 
ments ? 

13.355.  To  regulate  the  fixed  expenditure  attached 
to  an  office  within  the  emoluments  which  accrue  to 
the  office? — Within  the  emoluments? 

13.356.  Yes? — It  would  be  practically  impossible. 
He  cannot  carry  on  an  office  except  by  cutting  down 
things  which  would  destroy  a large  portion  of  our 
work.  I do  not  think  it  could  be  reduced  at  all 
below  what  it  is  at  the  present  time  without  our 
failing  to  do  our  duties  according  to  what  is  laid  upon 
us  by  the  Act ; that  is  my  main  point. 

13.357.  You  say  in  paragraph  3 (b)  : “ We  extract 
the  following  table  from  the  returns  of  Bishops  shov- 
ing their  average  annual  cost  of  repairs.”  Is  the 
same  average  observed  in  each  case  or  are  these 
varying  averages  for  a varying  number  of  years  ?— 
As  far  as  I can  make  out  from  the  returns  from  the 
Bishops — I would  not  like  to  guarantee  that  the 
Bishops  were  accurate  to  sixpence — or  at  least  some 
of  them — these  represent  a five  years’  average. 

13.358.  An  ordinary  quinquennial  average? — An 
ordinary  quinquennial  average. 

13.359.  For  the  whole  of  these  figures? — Yes. 

13.360.  You  recognize  that  if  the  Commission  were 
to  recommend  this  change  a very  substantial  allow- 
ance is  required ; if  they  were  to  do  this  it  would  be 
a further  endowment  of  the  see  really? — No;  I should 
disagree  with  that  entirely ; it  is  simply  a matter  of 
justice  to  us. 

13.361.  But  the  practical  effect  would  be  so? — No 
more  than  the  practical  effect  would  be  if  you  said 
to  a doctor,  “ we  remit  your  tax  on  necessary  expenses 
and  so  you  are  better  off.” 

13.362.  That  is  exactly  what  I mean? — Then,  of 
course,  that  is  so. 

13.363.  There  are  two  alternatives,  are  there  not — 
there  always  are  two — and  one  is  that  the  man  must 
cut  off  some  of  his  expenditure,  and  the  other  that  he 
must  find  it  from  his  private  purse? — That  is  how 
it  works  out  at  the  present  moment. 

13.364.  Are  'we  not,  every  one  of  us,  in  exactly  the 
same  position? — I do  not  know  your  circumstances, 
sir,  hut  if  you  had  to  maintain  an  office  out  of  your 
personal  emoluments  and  be  charged  Income  Tax  upon 
it  I think  you  would  think  it  very  unjust. 

13.365.  1 do. — That  is  our  position  exactly.  We  do 
not  want  to  escape  one  penny  of  taxation  as  far  as  it 
may  be  justly  laid  upon  us,  or  to  be  different  from 
any  other  citizen,  but  we  do  ask  to  be  put  upon  a level 
with  professional  people  who  are  in  the  same  position 
as  ourselves. 

13.366.  Mr.  Bowerman : I find  it  difficult  to  ask  my 
Lord  Bishop  questions,  because  I amjvondering  what 
the  ordinary  British  workman  will  say  if  he  reads  that 
the  Bishops  are  applying  for  certain  relief  from  In- 
come Tax? — I am  prepared  for  that. 

13.367.  I may  be  misunderstood,  but  I am  inclined 
to  ask  the  question  whether  any  Bishop  has  ever 
passed  through  the  Bankruptcy  Court? — They  are  ex- 
tremely likely  to  do  so. 

13.368.  The  figures  you  gave  this  afternoon  caused 
me  to  ask  that  question. 

13.369.  Mr.  Holland-Martin : Has  any  Bishop  in 
recent  years  given  up  his  see  or  died  a richer  man 
than  when  he  took  it  on? — No  Bishop  that  I know 
has  ever  in  recent  years,  that  is,  since  the  Reform - 
Act,  made  a single  penny  out  of  his  see. 

13.370.  And,  to  your  knowledge,,  many  of  them  have 
retired  or  died  very  much  poorer  men? — Very  much, 


and  I should  myself.  At  the  present  moment  I have 
occupied  a see  for  five  years,  and  1 am  £5,000  out  of 
pocket. 

13.371.  Mr.  Bowerman : After  all,  is  not  this  a 
matter  that  ought  to  be  adjusted  by  the  Church 
authorities  rather  than  by  way  of  seeking  relief  from 
Income  Tax  payments? — -i  do  not  see  how  the  expenses 
are  going  to  be  any  different. 

13.372.  1 agree;  accepting  everything  you  have  put 
very  clearly  it  does  rather  show  that  you  are  running 
near  to  bankruptcy,  at  any  rate ; the  margin  between 
the  two  is  so  small  that  you  are  placed  in  a worse  posi- 
tion than  a good  many  workmen? — Yes. 

13.373.  That  being  so,  should  it  not  be  a matter  for 
the  Church  authorities  to  consider  the  increasing  of 
emoluments  or  salaries? — Yes.  On  the  other  hand,  is 
it  fair  to  treat  some  portions  of  the  community  dif- 
ferently from  other  portions-  of  the  community?  You 
do  make  professional  people  certain  allowances,  but 
you  decline  to  allow  them  to  us,  though,  I think,  we 
have  a case  for  being  allowed  exactly  the  same.  Is 
that  justice  to  one  portion  of  the  community?  We 
are  not  asking  to  make  it  any  different  in  our  case 
from  any  other  portion,  but  are  merely  asking  to  be 
put  on  to  a level  with  the  other  professional  people 
In  our  community. 

13.374.  If  you  base  your  claim  upon  that  ground 
that  is  one  thing.— That  is  the  only  ground  we  are 
asking  it  on ; we  are  asking  it  on  no  other  ground. 

13.375.  Have  you  considered  what  might  be  called 
the  public  point  of  view,  that  is  to  say,  what  the 
public  think  about  it?— You  mean  that  the  poor 
Bishops,  already  nearly  bankrupt,  are  to  forego  their 
possibilities  of  what  they  arc  justly  entitled  to  for  the 
sake  of  the  public.  If  that  is  so  we  must  have  as 
much  philanthropy  as  possible  and  we  must  endure  it, 
but  we  want  to  represent  our  case. 

. 13,376.  Frankly,  I have  great  sympathy  with  your- 
self and  colleagues  after  what  you  have  said,  but  I 
question  whether  this  is  the  best  way  of  providing  a 

remedy? I do  not  think  it  will  provide  a remedy 

sufficiently  great  for  us.  No  doubt  we  shall  have  to 
do  something  sooner  or  later  in  connection  with  the 
sees  to  make  it  more  possible,  hut  meanwhile  I think 
we  have  a just  claim  on  this  without  injury  to  any 
portion  of  the  community. 

13.377.  One  reads  in  regard  to  salaries  paid  to 
curates  and  reverend  gentlemen  that  they  must  have 
a very  hard  struggle? — They  have  an  awful  time, 
and  if  I were  to  enlarge  on  it  I should  have  more  to 
say  than  on  the  case  of  the  Bishops;  no  doubt  my 
colleague  will  have  much  to  say  when  he  comes  to 
speak  about  it. 

13.378.  When  we  find  those  who  are  at  the  head 
of  the  Church  coming  forward  and  asking  for  this 
relief  it  is  very  striking? — If  it  is  a case  of  allowing 
any  of  the  clergy  remission  of  taxation  I Avill  say 
quite  plainly  as  a Bishop:  “allow  our  Clergy  and 
disallow  us.” 

13.379.  Mr.  Holland-Martin : You  think  it  would 
be  impossible  to  make  any  definite  division.  I know 
you  could  not  make  a division  that  would  be  suitable 
for  everyone,  but  any  division  would  be  better  than 
the  present  plan,  and  surely  it  would  be  possible  to 
say,  for  example,  that  one-third  at  least  must  go  in 
expenses? — You  mean  that  if  the  Bishops  and  others 
were  to  say  that  one-third  of  our  income  is  going  in 
expenses,  and  declare  that  it  is  so  going,  that  would 
be  a sufficient  instruction  to  the  Surveyors  for  relief 
of  taxation. 

13.380.  I understand  you  are  asking  that  some  relief 
should  be  given  for  what  you  pay  in  that  way ; the 
difficulty  is  the  amount? — I think  it  would  be  possible 
for  a proportion  in  that  way  to  be  done,  not  the  way 
I think  I understood  Mr.  McLintock  to  say.  It  y°ir 
want  a return  to  say  that  one-third  or  a quarter  oi 
a half,  whatever  it  is,  is  official,  I think  we  should  be 
able  to  do  that,  but  it  probably  would  not  cover  what 
we  regard  as  sufficient. 

13.381.  You  could  for  a certain  proportion  make  a 
very  good  case,  but  you  would  not  know  in  every 
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Bishopric  on  which  side  it  fell? — The  difficulty  is  that 
Surveyors,  unless  they  were  instructed  from  head- 
quarters, would  require  to  have  all  the  details  before 
them;  one  year  it  might  be  more  and  one  year  it 
might  be  less,  and  it  would  be  very  difficult  to  have 
the  simple  third,  quarter  or  half. 

13.382.  Mr.  Walker  Clark  : Are  Bishops  as  a rule 
assessed  by  local  Surveyors  or  the  Special  Com- 
missioners?— By  local  Surveyors. 

13.383.  They  do  not  apply  to  the  Special  Com- 
missioners?— I have  never  done  so.  It  is  possible 
some  may  on  some  occasion.  The  difficulty  is  that  the 
local  Surveyors  will  not  allow  certain  things  which 
are  allowed  in  pari  passu  cases. 

13.384.  Of  course,  you  have  the  common  right  of 
appeal? — Yes. 

13.385.  Mr.  Holland-Martin : You  have  instanced 
the  case  of  a doctor,  but  surely  the  important  differ- 
ence is  that  the  doctor  can  choose  his  residence  and 
the  Bishop  cannot? — The  Bishop  cannot  choose  his 
residence ; we  are  tied  to  the  particular  house  by  Act 
of  Parliament. 

13.386.  You  are  tied  to  a house  which  in  most 
instances  you  would  not  take? — I am  tied  to  a house 
that  I would  not  live  in  in  other  circumstances,  and 
if  I died  to-day  my  executors  would  have  to  pay  for 
the  full  dilapidations  and  renew  anything  which  has 
gone  as  though  I was  the  actual  beneficial  owner. 

13.387.  In  your  statement  of  allowance  for  repairs 
can  you  say  what  year  that  is? — The  last  five  years 
in  the  majority  of  these  cases. 

13.388.  Mr.  Marks : You  referred  to  the  Report  of 
the  Church  Inquiry  Commissioners? — Yes. 

13.389.  Was  that  published  about  1850? — No,  that 
was  published  prior  to  the  Act  of  William  IV,  and 
all  the  incomes  of  Bishops  have  related  back  to  that 
Act  of  William  IV. 

13.390.  Sometime  in  the  thirties? — Yes. 

13.391.  And  those  salaries  were  fixed  then  pre- 
sumably having  regard  to  the  conditions  which  existed 
then  ? — I presume  so,  but  numbers  of  others  have  been 
fixed  since,  right  up  to  two  years  ago. 

13.392.  Only  where  new  sees  have  been  created,  is 
not  that  so? — Yes,  and  of  course  there  have  been 
deductions  from  the  sees  out  of  which  they  have  been 
created. 

13.393.  My  point  being,  and  I think  yours  also,  that 
those  salaries  being  fixed  by  Act  of  Parliament  you 
have  had  no  opportunity  of  adjusting  them  to  the 
conditions  which  exist  now,  and  those  conditions  are 
much  more  onerous  than  they  were  when  the  salaries 
ivere  fixed?— Very  much  more. 

13.394.  How  many  sees  are  there  in  all? — I suppose 
when  Bradford  is  established,  which  it  will  be  in  a 
few  months,  about  43. 

13.395.  You  only  take  25  in  this? — I have  not  had 
full  return  from  all  the  Bishops ; I made  a request 
of  them  all. 


13.396.  I ask  you  that  because  I see  that  you  do 
not  mention  Chester  here,  and  I noticed  in  the  paper 
that  Dr.  Paget  is  not  going  to  live  in  his  palace  for 
reasons  which  I think  you  can  appreciate? — Yes,  but 
in  that  case  the  late  Bishop  of  Chester  is  taking  under 
another  Act  of  Parliament  £2,000  a year  out  of  the 
see,  which  he  can  do.  In  my  own  case  £1,000  is 
taken  out  for  a pension  for  my  predecessor;  therefore 
he  has  only  got  half  the  statutory  income  to  fulfil 
all  the  statutory  duties  of  the  see,  and  he  has  still 
to  maintain  that  house  even  though  he  may  go  into 
another  house,  that  is  to  say,  he  must  keep  it  in 
repair,  insure  it,  and  have  a caretaker,  and  must 
renew  anything  that  goes  wrong.  His  is  an  extremely 
hard  case. 

13.397.  The  salaries  having  been  fixed  by  Act  of 
Parliament  I take  it  that  they  are  fixed  as  salaries; 
are  they  paid  by  the  Ecclesiastical  Commissioners? — 
They  are  all  paid  by  the  Ecclesiastical  Commissioners 
in  the  old  sees  from  funds  which  the  Ecclesiastical 
Commissioners  hold  as  Ecclesiastical  Commissioners, 
and  in  the  new  sees  from  funds  subscribed' which  they 
hold  in  trust  as  specific  investments. 

13.398.  Would  it  be  possible  for  the  Ecclesiastical 
Commissioners  to  say : “ we  will  pay  the  Bishop 
£2,000  as  salary  and  £2,000  as  expenses  of  his 
office  ’ ’ ? — That  cannot  be  done  at  present  without  a 
specific  Act  of  Parliament.  That  was  the  matter 
that  I inquired  into  this  morning,  and  even  if  that 
were  possible,  then  there  must  be  the  relief  to  the 
Bishop  from  the  obligations  regarding  the  house; 
£2,000  would  be  more  than  sufficient  for  a Bishop’s 
personal  emolument,  but  not  enough  for  the  expenses 
of  his  office. 

13.399.  So  that  any  relief  which  the  Bishops  might 
get  from  an  increase  in  their  emoluments  would 
have  to  be  done  by  one  comprehensive  Act,  or  would 
it  require  several  Acts? — I think  one  comprehensive 
Act  would  probably  do  it,  but  it  would  mean  the 
repeal  or  amendment  of  several  Acts. 

13.400.  Have  you  fixed  in  your  own  mind  what 
would  be  a fair  proportion  as  an  allowance  for 
repairs? — Yes,  I think  one-third  in  the  newer  sees 
and  up  to  a half  in  the  older  sees. 

13.401.  I see  that  the  average  here  works  out  at 
about  a half? — Yes,  the  newer  sees  do  not  require 
quite  so  much  in  that  respect. 

13.402.  Do  you  know  if  there  is  any  intention 
amongst  the  Eccles’astical  authorities  to  apply  for 
such  an  Act  as  I suggest? — None  that  I know  of,  no. 

13.403.  Mr.  Bowerman : May  I ask  one  further 
question?  Is  the  application  made  with  the  know- 
ledge and  consent  of  all  the  Archbishops  and  Bishops  ? 
— Yes.  If  you  ask  whether  each  one  has  been  asked  : 
“ do  you  assent  to  our  making  this,”  I cannot  say 
that.  I am  requested  by  the  Archbishop  of  Canter- 
bury to  give  evidence  on  behalf  of  the  Bishops,  and 
I can  only  say  that  those  who  have  made  roturns  to  mo 
have  assented  to  the  case;  I Cannot  speak  of  the 
others  who  have  not. 

13.404.  Chairman : I think  that  concludes  your 
examination,  my  lord.  You  have  put  your  .case  very 
fairly. 
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TWENTY-FIRST  DAY, 

Thursday,  25th  September,  1919. 


Present  : 

LORD  COLWYN  (hi  the  Chair'). 


Mr.  BOWERMAN. 

Mr.  PRETYMAN. 

Sir  E.  E.  NOTT-BOWER. 
Mr.  HOLLAND-MARTIN. 
Mr.  ARMITAGE-SMITH. 
Mr.  BIRLEY. 

Mr.  WALKER  CLARK. 
Mr.  GRAHAM. 


Mr.  KERLY. 

Mrs.  KNOWLES. 

Mr.  MACKINDER. 

Mr.  McLINTOCK. 

Mr.  MANVILLE. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 

Mr.  SYNNOTT. 


Mr.  G.  F.  Howe,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-cliief : — 

Proof  of  evidence  of  G.  F.  Howe,  Presiding  Commis- 
sioner for  the  Special  Purposes  of  the  Income  Tax 
Acts. 

13.405.  (1)  The  Commissioners  for  the  Special  Pur- 
poses of  the  Income  Tax  Acts  (herein  referred  to  as 
“ Special  Commissioners  ”)  are  a statutory  body 
created  under  section  23  of  the  Income  Tax  Act,  1842 
(now  section  67  of  the  Income  Tax  Act,  1918). 

13.406.  (2)  They  consist  (a)  of  the  members  of  the 
Board  of  Inland  Revenue,  who  are  ex  officio  Special 
Commissioners,  and  (b)  of  other  persons  appointed  by 
the  Lords  Commissioners  of  His  Majesty’s  Treasury 
with  salaries  fixed  by  the  Treasury.  It  is  these  “ other 
persons”  by  whom  the  duties  assigned  by  Statute  to 
the  Special  Commissioners  are  performed  with  the 
exception  of  certain  repayment  work  hereinafter 
referred  to. 

13.407.  (3)  At  the  present  time,  apart  from  the 
Solicitor  of  Inland  Revenue  for  Ireland,  who,  although 
holding  the  appointment,  takes  no  part  in  the  work, 
there  are  seven  ‘‘other  persons,”  one  of  whom  is 
“ Presiding  Commissioner.”  This  official  is  appointed 
from  among  the  “ other  persons  ” for  the  time  being 
holding  office  by  the  Board  of  Inland  Revenue,  with 
the  sanction  of  the  Lords  Commissioners  of  His 
Majesty’s  Treasury. 

13.408.  (4)  Special  Commissioners  are  required  to 
give  their  whole  time  to  their  official  duties,  which, 
omitting  many  small  matters,  include — 

(1)  the  assessing  under  Schedule  D of  the  profits 

and  gains  of  all  railways  in  the  United 
Kingdom,  and  under  Schedule  E of  the 
salaries,  &c.,  of  all  officials  of  such  railways. 
In  this  and  in  all  other  cases  the  duty  of 
assessing  includes  the  duty  of  hearing 
appeals  where  a right  of  appeal  exists. 

(2)  the  assessing  under  Schedule  C of  all  dividends 

payable  to  any  persons  in  the  United  King- 
dom out  of  any  public^  revenue,  except  divi- 
dends with  the  payment  of  which  the  Bank 
of  England,  the  Bank  of  Ireland,  and  the 
National  Debt  Commissioners  are  intrusted, 
and  the  collection  of  duty  assessed. 

(3)  the  assessing  under  Schedule  D of  any  interest, 

dividends,  &c.,  payable  by,  any  foreign  or 
colonial  company  or  society,  &c.,  and  of 
any  annuities,  pensions  or  other  annual 
sums  payable  out  of  the  funds  of  any  insti- 
tution in  India,  where  such  sums  are  in- 
trusted to  any  person  in  the  United  King- 
dom for  payment  to  any  persons  in  the 
United  Kingdom,  and  the  collection  of 
duty  assessed.  Under  this  head  are  in- 
cluded coupons  for  dividends  payable  abroad 
which  are  realized  through  a banker  or 
coupon  dealer  in  the  United  Kingdom. 


(4)  in  Ireland  all  work  that  in  Great  Britain  is 

performed  by  the  General  Commissioners. 

(5)  the  assessing  under  Schedule  D of  the  profits 

and  gains  of  all  persons  in  Great  Britain 
who  elect  to  be  so  charged  instead  of  being 
assessed  by  Local  Commissioners  and  the 
collection  of  duty  assessed,  and  hearing  all 
appeals  arising  in  connection  therewith. 

(6)  hearing  the  appeals  of  all  persons  in  Great 

Britain  who,  having  been  assessed  under 
Schedule  D,  or  under  Number  III  of 
Schedule  A,  by  the  Local  Commissioners, 
elect  to  have  their  appeals  against  such 
assessments  heard  by  the  Special  Commis- 
sioners. 

(7)  the  making  of  all  assessments  to  Super-tax 

and  the  collection  of  duty  assessed. 

(8)  hearing  appeals  against’ assessments  to  Excess 

Profits  Duty  under  section  45  (5)  of  the 
Finance  (No.  2)  Act,  1915,  where  the  tax- 
payers so  elect. 

(9)  examining  and  adjudicating  upon  claims  to 

repayment  of  Income  Tax  under  various 
heads  and  issuing  orders  for  repayment  of 
amounts  certified  by  General  Commissioners 
to  be  repayable.  This  work,  which  is  of 
great  magnitude,  is  mainly  carried  out  by 
the  ex  officio  Special  Commissioners,  i.e., 
by  the  Board  of  Inland  Revenue. 

13.409.  (5)  As  regards  appeals  against  assessments, 
either  the  taxpayer  or  the  Crown  can  appeal  on  a 
point  of  law  from  a decision  of  the  Special  Commis- 
sioners to  the  High  Court.  By  far  the  most  important 
and  difficult  part  of  the  work  imposed  by  Statute  upon 
the  Special  Commissioners  is  that  of  hearing  appeals 
and,  whero  required,  stating  cases  for  the  opinion  of 
the  High  Court. 

Income  Tax. 

13.410.  (6)  It  has  been  stated  in  evidence  before  the 
Royal  Commission  that  of  the  total  number  of  notices 
of  appeal  sent  in  by  Income  Tax  payers  by  far  the 
greater  part  is  settled  by  correspondence  or  conference 
with  Surveyors,  the  Commissioners  not  being  called 
upon  to  do  more  than  ratify  agreed  results  submitted 
to  them  by  the  Surveyors. 

13.411.  (7)  Without  in  any  way  impugning  the 
general  accuracy  of  this  statement  I would  wish  to  say, 
so  far  as  the  Special  Commissioners  are  concerned, 
that  they  themselves  often  make  suggestions  which 
lead  to  agreed  settlements  between  taxpayers  and  the 
Revenue,  and  in  all  cases  in  which  they  receive  from 
the  Surveyors  proposals  to  this  end  such  proposals  are 
not  acoepted  as  a matter  of  course.  Before  they  are 
ratified  by  the  Special  Commissioners  the  relative 
accounts  are  examined  and  any  questions  of  law  con- 
sidered. The  appeals  ultimately  listed  for  hearing  by 
the  Special  Commissioners  are  those  in  which  no 
settlement  agreed  upon  between  the  Surveyor  and  the 
taxpayer  and  ratified  by  the  Special  Commissioners 
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has  been  possible.  It  follows  as  a general  rule  that 
only  cases  of  difficulty  come  on  for  hearing.  Ab  to 
the  character  of  these  cases  I may  perhaps  be  per- 
mitted to  quote  a remark  made  by  the  then  Master  of 
the  Rolls  (Lord  Esher)  on  16th  February,  1889,  in  the 
case  of  Clerical,  Medical  and  General  Life  Assurance 
Society  v.  Carter,  L.R.  22,  Q.B.D.  444,  2 Tax.  Cas. 
437,  as  follows:  — 

“We  have  heard  a long  argument,  and  a most 
able  argument,  and  a puzzling  argument,  as  all 
arguments  about  this  Income  Tax  Act  seem  to  me 
to  be — it  is  enough  to  puzzle  one’s  head  off 
nearly.” 


13.412.  (8)  It  is  obvious  that  a mere  statement  of 
the  number  of  appeals  heard  by  the  Special  Commis- 
sioners gives  no  adequate  idea  of  the  amount  or  nature 
of  the  work  performed  unless  the  character  of  that 
work  is  borne  in  mind. 

13.413.  (9)  Statements  are  annexed  with  regard  to 
the  foregoing  heads  Nos.  1 to  5 ( vide  paragraph  4) 
showing  for  three  financial  years  the  nujnber  of  assess- 
ments and  the  amount  of  profits  and  duty  assessed. 

13.414.  (10)  A further  statement  is  annexed  giving 
statistics  with  regard  to  Income  Tax  appeals  to  the 
Special  Commissioners. 


Income  Tax. 


Number  of  assessments  made  by  the  Special 


— 

1916-17. 

1917-18. 

1918-19. 

Railways — United  Kingdom  ...  j 

(Sell.  D) 
(Sell.  E) 

239 

296* 

245 

317* 

263 

340* 

Total 

535 

562 

603 

Foreign  and  colonial  dividends — United  j 
Kingdom  ||  ...  ...  ...  1 

(Sch.  C) 
(Sch.  D) 
(Coupon  Act) 

480 

1,300 

2,327 

476 

1,306 

2,094 

523 

1,303 

2,031 

Total  ... 

4,107 

3,876 

3,857 

Special  assessments — Great  Britain 

10,115 

10,106 

12,662 

Grand  total  ... 

14, 757  f 

14,544t 

17,122f 

* These  figures  represent  the  number  of  assessments  made  on  the  railway  companies.  Some  of  the  assessments  are  in 
respect  of  salaries,  etc.,  of  more  than  10.000  employees  for  each  of  whom  the  amount  of  duty  chargeable  is  shown  separately. 
||  Including  dividends  on  certain  British  Government  securities  assessed  by  the  Special  Commissioners, 
t Exclusive  of  Ireland,  where  the  assessments  are  “ made  ” by  the  Surveyors  of  Taxes  and  “ signed  and  allowed  ” by  the 
Special  Commissioners. 

Income  Tax. 


Aggregate  income  assessed  by  the  Special  Com 
(These  figures  are  partly  estimated.) 


— 

1916-17. 

1917-18. 

1918-19. 

Railways — United  Kingdom  ...  j 

(Sch.  D) 
(Sch.  E) 

£ 

48,800,000 

3,420,000 

£ 

50,000,000 

4,000,000 

£ 

52,000,000 

4,400,000 

Total 

52,220,000 

54,000,000 

56,400,000 

Foreign  and  colonial  dividends — j 

United  Kingdom. ||  j 

(Coupon  Act) 

43,603,940 

25,849,437 

17,884,884 

52,115,491 

25,478,290 

20,849,528 

58,600,000 

25.000. 000 

22.000. 000 

Total 

87,338,261 

98,443,309 

105,600,000 

Special  assessments — Great  Britain 

(Sch.  D) 

42,000,000 

47,000,000 

56,000,000 

Ireland ...  ...  ...  ...  ...^ 

(Sch.  A) 

(Sch.'  C) 
(Sch.  D)J 
(Sch.  E)J 

15,267,300 

9.700.000 
Bank  of 

.17,000,000 

6.100.000 

15,364,605 

9.700.000 
Ireland. 

18,700,000 

6.850.000 

15.400.000 
19,000,000 

20.700.000 
7,400,000 

48,067,300 

50,614,605 

62,500,000 

Grand  total  ... 

.229,625,561 

250,057,914 

280,500,000 

II  Including  dividends  on  certain  British  Government  securities  assessed  by  the  Special  Commissioners. 

$ Excluding  railways,  the  figures  under  that  head  for  Ireland  being  included  under  “Railway*— United  Kingdom,” 
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Income  Tax. 

Aggregate  duty  assessed  by  the  Special  Commissioners. 


(These  figures  are  partly  estimated.) 


— 

1916-17. 

1917-18. 

1918-19. 

Railways,  United  Kingdom j 

Total 

Foreign  and  colonial  dividends — ( 

United  Kingdom.|| 

Total 

Special  assessments — Great  Britain 

Ireland...  ...  ...  ...  ...  ■ 

Total*. 

Grand  total  ... 

(Soli.  D) 
(Sell.  E) 

£ 

12,412.639 

268,404 

£ 

12,824,314 

332.372 

£ 

15,391,888 

520,752 

12,681.043 

13,156,686 

15,912,610 

(Sch.  C) 

(Sch.  D) 
(Coupon  Act) 

10,805,641 

6,224,797 

4,445,495 

12,993,775 

5,923,032 

5,332,883 

17,000,000 

6.600,000 

6,100,000 

21,475,933 

24,249,690 

30,000,000 

(Sch.  D) 

9,486,063 

10,710,492 

14,751,266 

(Sch.  A) 
(Sch.  B) 
(Sch.  C) 
(Sch.  D)J 
(Sch.  E)J 

1,916,070 

390,390 

Bank 

2,793,650 

442,723 

1,854,403 
342,988 
of  Ireland. 
3,207,518 
581,821 

2,100,000 

920.000 

4,450,000 

680.000 

5,542,833 

5,986,730 

8,150,000 

49,185,872 

54,103,598 

68,813,906 

||  Including  dividends  on  certain  British  Government  securities  assessed  by  the  Special  Commissioners. 

$ Excluding  railways,  the  figures  under  that  head  for  Ireland  being  included  under  “ Railways — United  Kingdom.” 


Income  Tax. 


Appeals. 


1916-17. 

1917-18. 

1918-19. 

1.  Number  of  appeals  lodged  with  Special  Commissioners, 

Great  Britain 

1880 

1579 

1549 

2.  Number  of  cases  settled  without  a hearing  : — 

(a)  London  

268 

226 

189 

(6)  Rest  of  Great  Britain 

921 

851 

906 

(c)  Ireland... 

not  available 

3.  Number  of  appeals  listed  for  hearing  : — 

( a ) London 

264 

199 

169 

(&)  Rest  of  Great  Britain  

348 

259 

277 

(c)  Ireland 

2,718 

2,415 

2,149 

4.  Number  of  cases  in  United  Kingdom  in  which 

(a)  Dissatisfaction  expressed 

50 

53 

52 

(6)  Case  demanded 

31 

30 

3L 

(c)  Case  stated  ... 

15 

25 

26 

Super-tax. 

13.415.  (11)  The  entire  work  of  assessing  and  hearing  appeals  is  done  by  the  Special  Comnns 
sioners,  by  whom  also  applications  for  payment  of  tax  are  issued. 

13.416.  (12)  The  following  figures  relate  to  this  work:  — 

(o)  Number  of  assessments  to  Super-tax  made  and  amount  of  income  and  duty  assessed  for  each  of 
the  three  years  ended  5th  April,  1919. 

(These  figures  are  partly  estimated.) 


— 

1916-17. 

■ 

1917-18. 

1918-19. 

Number 

32,000 

35,500 

48,000 

Aggregate  income 

£260  000.000 

£290,000,000 

£340,000,000 

Aggregate  duty 

£21,400,000 

£24,500,000 

£38,000,000 

MINUTES  OF  EVIDENCE. 


669 


25  September , 1919.] 


Mr.  G.  F.  Howe. 


[ Continued . 


(&)  Super-tax  appeals  in  the  three  years  ended  5th  April,  1919. 


— 

1916-17. 

1917-18. 

1918-19. 

1.  Number  of  notices  of  appeal  from  6th  April,  1916  to  5th 
April,  1919  : 2,503. 

2.  Number  of  appeals  listed  for  hearing  : — 

(a)  London  

99 

76 

88 

(&)  Rest  of  Great  Britain 

38 

35 

28 

(c)  Ireland 

6 

5 

24 

3.  Number  of  days  on  which  Commissioners  sat  to  hear 
appeals  : 

(a)  London 

50 

38 

44 

( b ) Rest  of  Great  Britain  

13 

11 

8 

(c)  Ireland 

3 

2 

6 

4.  Number  of  cases  where  appellant  did  not  attend  : — 

(a)  London  ...  ...  ... 

6 

5 

15 

(&)  Rest  of  Great  Britain  

6 

6 

6 

(c)  Ireland  

— 

2 

.3 

5.  Number  of  cases  settled  without  a hearing  

505 

516 

442 

6.  Number  of  cases  in  which  : — 

(a)  Dissatisfaction  expressed  ... 

29 

24 

47 

( b ) Case  demanded 

10 

17 

39 

(c)  Case  stated  

9 

14 

38 

Excess  Profits  Duty. 

13,417.  (13)  The  following  figures  relate  to  Excess  Profits  Duty  appeals  to  the  Special  Commissioners 
in  the  three  years  ended  5 April,  1917,  5 April,  1918,  and  5 April,  1919. 


— 

1916-17. 

1917-18. 

1918-19. 

1.  Number  of  Excess  Profits  Duty  appeals  lodged  with 
Special  Commissioners  : 

Great  Britain 

305 

359 

358 

Ireland 

55 

65 

63 

2.  Number  of  cases  settled  without  a hearing  : 

(a)  London 

11 

14 

18 

(&)  Rest  of  Great  Britain  

52 

72 

55 

(c)  Ireland  

8 

7 

2 

3.  Number  of  appeals  listed  for  hearing  : 

(a)  London 

90 

137 

153 

(&)  Rest  of  Great  Britain 

116 

111 

121 

(c)  Ireland  

45 

54 

48 

4.  N umber  of  appeal  cases  in  which 
(a)  Dissatisfaction  expressed  : 

Great  Britain 

64 

78 

74 

Ireland 

7 

4 

2 

(&)  Case  demanded  : 

Great  Britain... 

38 

49 

62 

Ireland 

6 

2 

1 

(c)  Case  stated  : 

Great  Britain... 

31 

37 

53 

Ireland 

5 

2 

1 

13,418.  (14)  Further  particulars  (partly  estimated)  are  appended,  showing — 

(a)  Total  revenue  raised  by  the  Special  Commissioners. 


— 

1916-17. 

1917-18. 

1918-19. 

Income  Tax — Railways*  

Foreign  and  colonial  dividends 
Special  assessments 

Ireland* ’ 

Super-tax 

£ 

12,681,043 

21,475,933 

9,486,063 

5,542,833 

21,400,000 

£ 

13,156,686 

24,249,690 

10,710,492 

5,986,730 

24,500,000 

£ 

15,912,640 

30.000. 000 
14,751,266 

8,150,000 

38.000. 000 

Grand  Total 

£70,585,872 

£78,603,598 

£106,813,906 

* See  note  J to  the  Tables  in  paragraph  10. 
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(6)  Total  number  of  meetings  of  the  Special  Commissioners  to  hear  appeals. 
(Income  Tax,  Excess  Profits  Duty  and  Super-tax.) 


■ — 

1916-17. 

1917-18. 

1918-19. 

London  

157 

167 

169 

Rest  of  Great  Britain 

94 

102 

89 

Ireland  

104 

85 

90 

Total 

355 

354 

348 

13.419.  (15)  My  experience  as  a Special  Com- 
missioner (I  was  appointed  in  December,  1907)  has  led 
me  to  the  conclusion  that  on  certain  points  an  alter- 
tion  of  the  law  is  desirable,  and  I append  sundry 
memoranda  relative  thereto,  omitting  some  points 
that  are  to  be  brought  under  the  notice  of  the 
Royal  Commission  by  witnesses  on  behalf  of  the 
Board  of  Inland  Revenue.  Actual  personal  experience 
has  led  me  to  the  conclusions  indicated. 

Note In  the  following  memoranda  references  to 

sections  and  rules  relate,  unless  otherwise  stated, 
to  the  Income  Tax  Act,  1918. 

13.420.  (16)  Although  the  Officers  who  were 
“ Surveyors  of  Taxes  ” are  now  “ H.M.  Inspectors 
of  Taxes,”  I have  retained  the  old  title  in  order  to 
preserve  continuity  with  the  earlier  proceedings  of 
the  Royal  Commission. 

Income  Tax. 

Jurisdiction  in  respect  of  claims  for  relief  depending 
on  total  income. 

13.421.  (17)  Section  28,  continuing  earlier  pro- 

visions to  the  same  effect,  provides  that  “ all  claims 
under  the  preceding  provisions  of  this  Part  of  this 
Act  shall  be  made  and  proved  before  the  general 
commissioners  for  the  division  in  which  the  claimant 
resides.  . . ■” 

The  “ preceding  provisions  ” referred  to  are  those 
relating  to  reliefs  from  tax  dependent  on  total  in- 
come (exemption,  abatement,  children,  wife  and  cer- 
tain relatives,  earned  income,  unearned  income, 
separate  earnings  of  married  women,  restriction  of 
tax  where  income  slightly  exceeds  certain  limits), 
and  the  underlying  idea  seems  originally  to  have 
been  that  it  is  the  Commissioners  for  the  district 
in  which  a person  resides,  and  those  Commissioners 
alone,  who  are  likely  to  be  sufficiently  acquainted  with 
his  circumstances  to  judge  whether  the  statement 
of  total  income  rendered  by  him  may  properly  be 
accepted. 

13.422.  (18)  Whether  the  reason  just  given  for  the 
provisions  of  section  28  is  the  true  reason  or  not,  its 
validity  was  not  recognized  when  the  Super -tax  was 
imposed,  the  administration  of  that  tax — which,  of 
course,  is  based  upon  statements  of  total  income — 
having  been  entrusted  exclusively  to  the  Special 
Commissioners  (section  7).  In  these  circumstances 
little  force  remains  in  the  contention  that  the  cor- 
rectness of  a statement  of  total  income  can  be  deter- 
mined only  by  the  authority  acting  in  the  district 
where  the  taxpayer  resides. 

13.423.  (19)  Having  regard  to  the  existing  state 
of  the  law.  in  dealing  with  assessments  to  Income 
Tax,  appeals  'against  such  assessments  and  appli- 
cations in  connection  with  various  matters  as  regards 
which  they  have  jurisdiction,  it  is  the  practice  of 
the  Special  Commissioners  to  confine  themselves  to 
determining  the  amount  of  the  assessment  or  other 
matter  immediately  before  them  but  to  decline  to 
go  into  such  consequential  questions  as  the  amount 
of  abutment,  earned  income  relief,  &c.,  which  may 
be  allowable  as  the  result  of  their  decision.  This 
attitude,  though  necessary  in  view  of  the  law,  is 
not  only  highly  inconvenient  to  the  taxpayer,  but 
mav,  and  no  doubt  occasionally  does,  saddle  him 
with  a substantial  grievance.  It  is  inconvenient, 
because  after  dealing  with  part  of  his  Income  Tax 


liability  before  one  set  of  Commissioners  he  is  re- 
quired to  go  before  another  body,  perhaps  located 
hundreds  of  miles  away,  to  finish  off  the  matter. 
It  may  lead  to  a greivance,  because,  in  order  to 
prove  to  the  Local  Commissioners  the  amount  of  his 
total  income,  it  may  be  necessary  for  a taxpayer 
to  reveal  to  them  the  amount  of  hid  trade  profits  as 
assessed  by  the  Special  Commissioners,  the  very  thing 
he  may  be  most  anxious  to  avoid,  and  which  the 
law  obviously  contemplates  should  be  avoided. 

13.424.  (20)  The  difficulties  just  mentioned  have 
been  largely  overcome  in  practice  by  the  Surveyor  of 
Taxes  and  the  taxpayer  agreeing  as  to  the  abate- 
ment, relief  &c.,  to  which  the  latter  is  entitled  as 
the  result  of  the  determination  by  the  Special  Com- 
missioners of  the  amount  of  his  profits,  thus,  in 
fact,  obviating  the  necessity  for  carrying  the  tax- 
payer before  the  Local  Commissioners  on  these  conse- 
quential matters.  There  is,  however,  always  the 
risk  of  disagreement  between  the  Surveyor  and  the 
taxpayer,  in  which  case,  unless  the  taxpayer  abandons 
his  claim,  the  matter  in  dispute  is  bound  to  go  before 
the  Local  Commissioners  for  settlement.  In  these 
circumstances  it  is  desirable  to  give  to  the  Special 
Commissioners  statutory  power  to  deal  with  reliefs 
dependent  on  total  income  in  so  far  as  they  arise  in 
connection  with  assessments,  appeals  or  applications 
as  regards  which  such  Commissioners  have  juris- 
diction. 

Dwelling-houses  partly  used  for  trade  purposes 
(Rules  applicable  to  Cases  I and  II  of  Schedule  D). 

13.425.  (21)  Rule  (3)  says  that  in  computing  the 
amount  of  the  profits  or  gains  to  be  charged  no  sum 
shall  be  deducted  in  respect  of  the  rent  or  annual 
value  of  any  dwelling-house  except  such  part  thereof 
as  is  used  for  the  purposes  of  the  trade  or  profession : 
provided  that  where  any  such  part  is  so  used  the 
sum  so  deducted  shall  be  such  as  may  be  determined 
by  the  Commissioners,  but  shall  not  exceed  two-thirds 
of  the  annual  value  or  of  the  rent  bona  fide  paid  for 
the  said  dwelling-house. 

13.426.  (22)  As  the  law  stands  at  present,  it  is  im- 
possible for  the  Commissioners  to  allow  deduction  of 
more  than  two-thirds,  with  the  result  that  if  a trader 
lives  over  his  shop  the  most  that  the  Commissioners 
can  do  for  him  is  to  regard  two-thirds  of  the  house 
as  trade  premises  and  one-third  as  private  house, 
even  though  the  trade  premises  may  be  as  big  as 
Buckingham  Palace,  and  the  part  used  as  a dwelling 
no  more  than  two  small  rooms. 

13.427.  (23)  My  suggestion  is  that  hardship  and 
often  absurdity  would  be  avoided  if  the  words 
italicized  were  omitted  altogether  from  the  Rule  and 
the  sum  to  be  deducted  were  made  determinable  by 
the  Commissioners  without  any  words  limiting  the 
amount  of  the  deduction. 

Income  Tax. 

Bights  of  persons  chargeable  under  Schedule  D to 
be  assessed  by  the  Special  Commissioners. 

13.428.  (24)  Section  123  provides  as  follows:  — 

123. — (1)  A person  chargeable  under  Schedule 

D,  who  does  not  claim  the  exemption  granted  in 
a case  where  the  total  income  from  all  sources 
does  not  exceed  one  hundred  and  thirty  pounds 
a year,  may  require  that  all  proceedings  in  order 
to  an  assessment  upon  him  under  that  schedule 
shall  be  taken  before  the  special  commissioners, 
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instead  of  before  the  additional  or  the  general 
commissioners,  and  in  that  case  shall  deliver  a 
notice  of  his  request  to  the  assessor  of  the  parish, 
together  with  the  statement  of  his  profits  or  gains, 
for  transmision  to  the  surveyor  of  the  district. 
The  notice  and  statement  shall  be  delivered  with- 
in the  time  limited  by  the  general  notice  under 
this  Act  for  delivery  within  the  time  limited  by 
the  general  notice  under  this  Act  for  delivery  of 
lists  and  statements. 

The  last  sentence  of  this  section  has  reference  to  the 
following  provisions  of  section  98 : — 

98. — (1)  The  assessors  appointed  to  execute 
this  Act  shall,  within  the  time,  and  in  the 
* manner,  directed  by  the  precept  of  the  general 
commissioners,  cause  general  notices  to  be  given, 
requiring  all  persons  who,  by  this  Act,  are  re- 
quired to  make  out  and  deliver  any  list,  declara- 
tion, or  statement,  to  make  out  and  deliver  the 
same  to  the  respective  assessors  as  therein  direc- 
ted within  such  time  as  shall  be  limited  by  the 
precept,  not  being  later  than  twenty-one  days 
from  the  date  of  the  precept. 

(2)  General  notices  shall  be  given  by  affixing 
a notice  on,  or  near  to,  the  door  of  the  church  or 
chapel  and  market  house  or  cross  (if  any)  of  the 
parish  for  which  the  assessors  act  or,  if  the  parish  - 
has  no  church  or  chapel  or  market  house  or  cross, 
then  on  or  near  to  the  door  of  the  church  or 
chapel  nearest  to  the  parish. 

13.429.  (25)  The  effect  of  the  oombined  sections 
quoted  is  that  a person  chargeable  under  Schedule  D 
who  wishes  to  be  assessed  by  the  Special  Commis- 
sioners ds  required  to  give  notice  of  his  wishes  to  the 
local  Assessor  of  taxes  within  a period  not  exceeding 
twenty-one  days  from  the  date  of  a precept  issued  to 
the  Assessors  by  the  General  Commissioners.  The  time 
limited  for  delivery  of  such  notices  is  to  be  ascer- 
tained in  particular  cases  by  the  examination  of  a 
notioe  which  is  required  to  be  affixed  on  church  or 
chapel  doors,  etc.,  but  which  in  fact  -is  seldom  ex- 
amined by  anybody.  In  practice  notice  of  a twenty- 
one  day  time  limit  is  also  embodied  in  the  notices  to 
make  returns  under  Schedule  D (Form  No.  11)  which 
are  annually  served  on  taxpayers.  This  time  limit 
runs  from  the  date  on  which  the  notice  to  make  a 
return  is  issued  and  rarely  agrees  with  the  limit  in- 
dicated on  the  church  door  notice. 

13.430.  (26)  The  statutory  time  limit  for  giving 
notice  of  a desire  to  be  assessed  by  the  Special  Com- 
missioners is  known  to  few  taxpayers  and  is  in  prac- 
tice not  adhered  to,  while  in  numerous  cases  such 
notice  is  in  fact  given,  not  to  the  Assessor  os  the  Act 
requires,  but  directly  to  the  Surveyor  of  Taxes.  The 
consequence  is  that  the  Special  Commissioners  are 
frequently  placed  in  a position  of  some  difficulty  in 
deciding  whether  it  is  or  is  not  proper  for  them  to 
accept  for  assessment  by  them  a return  which  has 
apparently  been  delivered  out  of  time.  In  these  cir- 
cumstances, in  the  interests  of  the  taxpayer  I suggest 
the  following  alteration  in  section  123  (1) — After  the 
word  “ request  ” — 

“ together  with  the  statement  of  his  profits  or 
“ gains,  either  to  the  surveyor  of  the  district,  or 
“ to  the  assessor  of  the  parish  for  transmission 
“ to  the  surveyor,  within  the  time  limited  by  the 
“ general  notice  under  this  Act  for  delivery  of 
“ lists  and  statements  or  within  such  further 
“ time  as  the  special  commissioners  shall  allow. 

Income  Tax. 

Foreign  and  colonial  dividends. 

Power  to  make  assessments  in  the  absence  of  returns. 

Power  to  make  estimated  assessments. 

Appeals  against  assessments. 

13,431  (27)  The  provisions  which  have  hitherto  been 
known  as  the  Foreign  Dividends  Sections  of  the  In- 
come Tax  Acts  are  now  contained  in  the  First  Sche- 
dule— namely,  Schedule  C (“  Pules  as  to  interest,  etc., 
with  the  payment  of  which  persons  other  than  the 
Bank  of  England,  the  Bank  of  Ireland  and  the 
National  Debt  Commissioners  are  intrusted  ”)  and 
Schedule  D,  Miscellaneous  Rules,  Rule  t.  These 


rules  provide  for  the  collection  at  the  source  of  Income 
Tax  on  dividends  of  foreign  and  oolonial  securities 
and  companies  paid  or  realized  through  an  agent  in 
this  country. 

13.432.  (28)  An  agent  entrusted  with  the  payment 
in  this  country  of  such  dividends  is  required  to  de- 
liver for  the  use  of  the  Special  Commissioners  of  In- 
come Tax  “ accounts  of  the  amount  of  all  such  divi- 
dends.” The  Special  Commissioners  are  to  “ assess 
and  charge  the  dividends  a.t  the  rate  of  tax  in  force 
at  the  time  of  payment,  but  reduced  by  the  amount 
of  the  exemptions  (if  any)  allowed  by  them,”  and  are 
to  ‘ 1 give  notice  of  the  amount  so  assessed  and  charged 
to  the  person  entrusted  with  payment.”  The  person 
entrusted  with  payment  is,  out  of  the  moneys  in  his 
hands,  to  “ pay  the  tax  on  the  dividends  on  behalf 
of  the  persons  entitled  thereto.” 

13.433.  (29)  The  draftsman  of  the  sections  in  the 

original  Acts  on  which  these  provisions  are  based 
seems  to  have  regarded  the  machinery  provided  as 
likely  to  work  automatically  without  giving  rise  to 
any  possible  disputes  as  to  liability.  The  amount  of 
dividends  paid,  the  amount  of  tax  chargeable  at  the 
appropriate  rate,  the  amount  of  exemptions  to  be 
allowed : all  these  should  be  easily  asoerbainable 

matters  of  fact,  and  the  facts  having  been  ascer- 
tained, nothing  would  remain  but  to  make  assess- 
ments on  the  basis  of  the  figures  supplied  and  to 
receive  payment  of  the  tax  due.  Accordingly  there  is 
no  provision,  certainly  no  express  provision — 

(a)  for  an  assessment  to  be  made  by  the  Special 
Commissioners  in  the  absence  of  an  account 


or  return; 

( b ) for  an  assessment  to  be  made  by  the  Special 

Commissioners  in  any  amount  other  than 
the  amount  returned  by  the  agent,  less 
exemptions,  if  any;  or 

(c)  for  the  person  assessed  to  appeal  against  the 

amount  of  the  assessment  made  upon  him. 

13.434.  (30)  Where  a person  entrusted  with  the 
payment  of  foreign  or  colonial  dividends  neglects  or 
refuses  to  deliver  an  acoount  of  such  dividends,  the 
Special  Commissioners  are  not  helpless,  since  a 
penalty  of  one  hundred  pounds  may  be  imposed  for 
such  neglect  or  refusal.  It  is,  however,  desirable  that, 
instead  of  proceeding  for  a penalty,  they  should  have 
power  to  make  an  assessment  in  the  absence  of  a re- 
turn. This  power  exists  side  by  side  with  the  penalty 
in  the  case  of  other  returns,  e.g.,  thQse  made  by 
traders  under  Schedule  D ; and  there  are  numerous 
cases  in  which  procedure  by  way  of  making  an  assess- 
ment would  be  not  only  administratively  more  con- 
venient and  efficacious,  but  also  less  obnoxious  to  the 
taxpayer  than  penalty  proceedings. 

13.435.  (31)  An  express  power  to  make  an  assess- 

ment in  a sum  in  excess  of  the  amount  returned  in 
the  agent’s  acoount  is  also  desirable.  For  instance, 
take  the  case  of  an  agent  who  is  entrusted  with  the 
payment  of  £1,000  in  dividends,  but  who  returns  for 
assessment  £400  only,  stating  that  the  tax  on  £600 
has  been  accounted  for  to  the  Revenue  under  other 
provisions  than  those  relating  to  the  assessment  ot 
foreign  and  colonial  dividends.  If  the  Special  Com- 
missioners did  not  accept  the  agent  s view,  the  best 
way  of  testing  the  question  at  issue  would  be  to  make 
an  assessment  in  the  sum  of  £1,000.  . 

13  436.  (32)  A right  of  appeal  against  an  assessment 
should  obviously  be  given  in  all  cases.  Jndeed.  in  the 
example  given  in  paragraph  31,  it  is  by  of  _ 

appeal  that  the  question  m dispute  oould  most  con- 
veniently be  determined.  It  is  probably  unneces 
sary  to  multiply  illustrations  in  support  of  an  obvious 
proposition  and  it  is  therefore  necessary  only  to  add 
that  circumstances  arise  from  time  to  time  m which 
it  is  claimed  by  an  agent  that  an  assessment  should 
he  amended,  and  an  appeal  is  necessary  to  enable 
such  cases  to  be  properly  examined  and  decided. 

13,437.  (33)  I suggest  that  it  is  desirable- 

fa)  that  the  Special  Commissioners  should  have 
power  to  make  assessments  according  to 
the  best  of  their  judgment  ” in  respect  ot 
foreign  and  colonial  dividends  paid 
through  agents  in  cases  where  no  returns 
or  accounts  of  such  dividends  have  been 
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delivered  or  where  they  are  not  satisfied 
with  the  correctness  of  the  amounts  re- 
turned for  assessment;  and 
( b ) that  the  person  assessed  be  given  a right  of 
appeal  against  any  assessment  that  may  be 
made  upon  him. 

13.438.  (34)  In  a recent  case  in  the  Appeal  Court 
the  legality  of  the  settled  practice  under  which  pay- 
ing agents  return  for  assessment  the  amounts 
actually  distributable  by  them  in  the  year  of  assess- 
ment was  challenged  as  not  being  in  accordance  with 
the  existing  law  as  to  “ foreign  possessions  ” being 
assessable  on  an  average  of  the  three  preceding 
years.  Any  alteration  of  the  existing  practice  would 
entail  grave  difficulties — no  injustice  is  done  by  that 
practice  which  is  universal  where  income  is  receivable 
under  deduction  of  Income  Tax — and  I suggest  that 
it  be  made  unquestionably  legal. 

Income  Tax. 

Cessation  of  trade,  &c. 

13.439.  (35)  Number  3 of  the  Miscellaneous  Rules, 
applicable  to  Schedule  D,  provides  that  where  a 
trade,  profession,  employment  or  vocation  ceases,  or 
the  person  assessed  dies  or  becomes  bankrupt  during 
the  year  of  assessment,  application  may  be  made  to 
the  “ General  Commissioners  ” for  relief. 

13,440  (36)  I suggest  that  a taxpayer  who  has 
elected  to  be,  and  has  in  fact  been,  assessed  by  the 
Special  Commissioners  should  have  the  right  to  apply 
to  the  Special  Commissioners  for  relief.  This  result 
could  be  obtained  by  substituting  for  the  words 
“ General  Commissioners  ” the  words  “ Commis- 
sioners by  whom  the  assessment  was  made.” 

Income  Tax  and  Super-tax. 

Settlements  with  intention  to  evade  taxation. 

13.441.  (37)  This  is  but  a corner  of  a field  to  which 
I understand  the  attention  of  the  Royal  Commission 
has  been  or  will  be  invited  by  the  Board  of  Inland 
Revenue. 

13.442.  (38)  Some  striking  cases  have  occurred.  A 
father  by  a revocable  deed  settles  a sum  of  money  in 
trust  for  his  children.  The  annual  income  is  to  be 
paid  to  him  for  maintenance  and  education  of  the 
children,  for  whom,  as  father,  he  would  in  any  case 
be  responsible.  There  is  nd  check  upon  him  as  to 
how  he  expends  the  income,  nor  as  to  whether  he 
expends  it  at  all;  he  is  responsible  t«  no  one,  and 
may  himself  be  trustee.  Before  the  date,  if  any,  at 
which  the  estate  would  vest  in  the  beneficiaries  the 
deed  can  be  revoked.  The  settlor  runs  no  risks,  as 
he  can  put  an  end  to  the  whole  arrangement  when- 
ever he  likes,  and  in  the  meantime  escapes  payment 
of  Income  Tax  and  Super-tax. 

13.443.  (39)  The  evil  seems  to  require  some  remedy. 
I would  submit  for  the  consideration  of  the  Royal 
Commission  whether  the  law  ought  not  to  be — 

(a)  that  a revocable  deed  should  have  no  effect 

whatever  upon  the  settlor’s  liability  to 
taxation,  such  liability  continuing  to  be 
what  it  would  have  been  had  the  revocable 
deed  not  been  executed ; and 

( b ) that  an  irrevocable  deed  executed  by  a 

parent  during  the  period  for  which  the 
settlor,  as  parent,  would  be  responsible  for 
the  maintenance,  education,  &c.,  of  any 
child  in  whose  favour  the  deed  may  be 
executed,  should  not,  so  far  as  that  child 
is  concerned,  be  operative  by  way  of 
diminution  of  the  parent’s  liability  to 
taxation. 

Commissioners  for  the  Special  Purposes  of  the 
Income  Tax  Acts. 

13,444  (40)  The  title  “ Commissioners  for  Special 
purposes  ” is  one  that  in  itself  conveys  no  definite 
meaning  to  the  generality  of  taxpayers.  In  all  pro- 
bability the  majority  of  recipients  of  ordinary  In- 
come Tax  return  forms  when  they  see  on  them  a 
statement  that  they  can  elect  to  be  assessed  by  the 
Special  Commissioners  do  not  at  all  understand  in 
what  respects  they  differ  from  the  other  Commissioners. 


13.445.  (41)  I think  it  would  be  much  better  to 
substitute  the  term  “ Stipendiary  Commissioners.” 
This  would  at  any  rate  convey  the  idea  that  they  are 
men  who  are  paid  to  do  their  work,  and  oan  be  held 
responsible  in  a way  that  an  unpaid  body  cannot  for 
doing  that  work  properly.  My  colleagues  concur 
with  me  in  making  this  suggestion. 

Income  Tax. 

Appepls  against  local  assessments. 

13.446.  (42)  By  section  148  an  appeal  against  an 
assessment  under  Schedule  D or  Number  III  of 
Schedule  A made  by  the  Local  Commissioners  can  be 
carried  to  the  Special  Commissioners.  The  Act  is 
silent  as  to  what  is  to  follow  so  far  as  regards  the 
manner  in  which  the  amount  of  liability  as  fixed  by 
the  Special  Commissioners  on  appeal  shall  be  finally 
assessed  and  brought  to  account. 

13.447.  (43)  What  has  actually  been  done  for  77 
years  is  that  the  Special  Commissioners  have  certified 
to  the  Local  Commissioners  the  amount  of  liability 
as  fixed  by  them,  and  that  amount  has  been  entered 
in  the  books  of  local  assessment  and  brought  to 
account  as  duty  assessed  by  the  General  Commis- 
sioners. 

13.448.  (44)  It  has  always  seemed  to  me  that  this 
practice  is  fundamentally  opposed  to  the  whole  spirit 
of  the  provision  under  which  a taxpayer  can  remove 
his  case  from  local  jurisdiction,  and  I submit  that 
the  law  should  be  that  in  such  a case  no  entry  should 
be  made  in  the  local  assessment  book  beyond  that 
of  the  amount  assessed  by  the  Additional  Commis- 
sioners the  book  being  marked,  “ transferred  to 
Special  Commissioners,”  that  the  Surveyor  of  Taxes 
should  enter  the  case  on  a Special  Assessment  sheet, 
which  should  be  forwarded  by  him  to  us;  and  that 
it  should  thenceforward  be  dealt  with  in  all  respects 
as  an  assessment  made  by  the  Special  Commissioners. 

Super-tax. 

N on-residents. 

13.449.  (45)-  By  No.  5 of  the  General  Rules  applic- 
able to  Schedules  A,  B,  C,  D and  E,  persons  not 
resident  in  the  United  Kingdom  are  assessable  and 
chargeable  in  the  name  of  any  agent,  &c.,  and  where 
there  is,  resident  in  the  United  Kingdom,  such  an 
agent  or  other  person,  as  is  designated  by  the  Rule, 
no  difficulty  arises.  But  it  may  be  that  there  is  no 
such  person. 

13.450.  (46)  It  not  infrequently  happens  that  we 
find  from  searching  the  files  of  the  Registry  of 
Public  Companies  that  very  large  blocks  of  shares  in 
British  limited  liability  companies  are  held  by  per- 
sons not  resident  in  nor  having  agents  resident  in 
the  United  Kingdom,  and  that  dividends  far  exceed- 
ing in  amount  the  minimum  sum  entailing  liability 
to  Super-tax  are  annually  declared  and  paid  by  the 
companies  in  respect  of  such  shares. 

To  take  another  class  of  case — A and  B are  in 
partnership  as  bankers,  carrying  on  business  in 
London  and  Paris;  the  profits  in  London  are  £50,000 
per  annum,  divisible  equally  between  the  two  part- 
ners, one  of  whom  (A)  resides  in  London  and  the 
other  (B)  in  Paris. 

13.451.  (47)  If  a non-resident  owner  in  the  first 
case  or  B in  the  second  case  has  no  agent  or  other 
person  resident  in  the  United  Kingdom  (assuming 
that  the  Board’s  legal  adviser  is  correct  in  holding 
that  A is  not  within  the  Rule)  and  does  not  at  any 
time  visit  the  United  Kingdom,  it  is  not,  in  the 
opinion  of  the  Special  Commissioners,  possible  to 
make  valid  Super-tax  assessments  as  in  neither  case 
can  the  individual  concerned  be  served  with  legal 
notice  to  make  a return.  The  Board  of  Inland 
Revenue  do  not  concur  in  this  opinion  and  have 
demanded  a Case  for  the  opinion  of  the  High  Court 
upon  it.  Until  that  Case  is  authoritatively  decided 
the  Special  Commissioners  cannot  but  act  upon  the 
law  as  they  regard  it.  But  even  if  the  High  Court 
should  determine  that  a notice  calling  for  a Super- 
tax return  sent  by  registered  post  pursuant  to 
sections  220  (5)  and  7 (6)  to  an  address  out  of  the 
United  Kingdom  is  a valid  notice  there  will  still 
remaip  the  difficulty  of  collecting  the  duty  assessed. 
Possibly  this  might  be  effected  bv  an  Order  of  Court 
attaching  while  in  the  hands  of  A moneys  that  would 
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otherwise  in  due  course  be  transmitted  to  B,  and 
similarly  while  in  the  hands  of  the  companies  moneys 
payable  by  them  to  non-resident  shareholders.  But 
no  such  Order  has  in  fact  ever  been  applied  for  or 
obtained  so  far  as  I am  aware,  and  the  question 
arises  whether  there  should  not  be  a simpler  method 
of  enforcing  the  claims  of  the  Revenue. 

13.452.  (48)  I think  that  where  a non-resident, 
whether  a subject  of  His  Majesty  or  not,  has  income 
arising  in  the  United  Kingdom,  the  law  should  be  as 
follows : — 

(Ij  As  to  shares  in  a British  company  owned  by 
a non-resident  the  secretary  of  the  company 
should  be  liable  to  make  returns  and  be 
assessed  as  agent  for  the  non-resident  to 
the  full  extent  to  which  dividends  are 
declared  and  paid  to  such  non-resident 
without  any  deduction  on  account  of  the 
duty-free  portion  of  income  allowed  in  cases 
where  a correct  return  is  made  of  total 
income  from  all  sources.  As  the  secretary 
personally  might  be  a man  of  straw  the 
duty  at  the  maximum  rate  chargeable 
should  be  recoverable  either  from  him  or 
from  the  company  itself,  and  the  secretary 
or  the  company  should  be  empowered  to 
deduct  the  amount  of  duty  paid,  or  pay- 
able, from  the  dividends  payable  to  the 
non-resident. 

(2)  As  to  partnerships.  The  partner  resident  in 

the  United  Kingdom  should  be  put  in  the 
same  position  as  the  secretary  of  a company 
and/or  the  company  itself,  in  (1),  so  far 
as  regards  the  partnership  profits  of  the 
non-resident. 

(3)  As  to  any  other  income  arising  in  the  United 

Kingdom.  Any  person  resident  in  the 
United  Kingdom  through  whose  hands  such 
income  passes  should  be  made  similarly 
liable  as  agent  to  the  non-resident,  so  far 
as  regards  the  income  passing  through  his 
hands. 

13.453.  (49)  I would  add  that,  to  avoid  loss  of 
revenue,  it  should  be  made  clear  that  the  suggested 
liability  would  attach  upon  receipt  from  the  Special 
Commissioners  of  a.  demand  for  a return,  no  matter 
what  may  be  the  amount  of  income  belonging  to  the 
non-resident  that  passes  through  the  hands  of  the 
person  upon  whom  such  a demand  is  served.  A non- 
resident might  have  (say)  £500  per  annum  from  each 
of  ten  separate  British  companies,  only  four  or  five 
of  which  might  be  known  to  us,  or,  in  addition  to  in- 
come that  we  might  be  able  to  trace,  there  might  be 
income,  such  as  mortgage  interest,  which  we  should 
have  no  means  of  tracing.  Unless  the  Special  Com- 
missioners had  reason  to  think  that  a substantial  in- 
come, possibly  involving  liability  to  Super-tax,  was 
being  drawn  from  the  United  Kingdom  bv  a non- 
resident,  they  would  not  make  work  for  themselves 
by  raising  assessments  in  cases  of  this  kind.  In  any 
event,  if  a non-resident  is  not  liable,  the  rtftus  of 
making  a return  and  proving  his  title  to  exemption 
should  be  placed  on  him. 

Income  Tax. 

Bad  and  doubtful  debts. 

13.454.  (50)  By  Rule  3 of  the  Rules  applicable  to 
Cases  I and  II  of  Schedule  D it  is  enacted  that  in  com- 
puting the  amount  of  a trader’s  profits  no  sum  shall 
be  deducted  in  respect  of  ( inter  alia)  “ any  debts, 
except  bad  debts  proved  to  be  such  to  the  satisfaction 
of  the  commissioners  and  doubtful  debts  to  the  extent 
that  they  are  respectively  estimated  to  be  bad.” 

13.455.  (51)  The  Act  is  silent  in  one  important 
respect;  we  are  not  told  what  is  to  happen  when 
sums  deducted  as  above  are  subsequently  recovered. 
They  may,  or  may  not,  be  included  as  a part  of  the 
gross  receipts  of  the  year  in  which  they  are  received — 
if  not  included  then  they  are  omitted  altogether. 

13.456.  (52)  I submit  that  the  law  should  make  it 
clear  that  such  sums  form  part  of  the  gross  trading 
receipts  of  the  year  in  which  they  are  recovered 
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“ Determination  ” of  appeals. 

13.457.  (53)  The  Special  Commissioners  have  power 
under  section  137  (1)  to  adjourn  the  hearing  of  a case 
which  is  before  them  on  appeal ; a power  which  enables 
them  after  they  have  heard  all  the  arguments  and 
evidence  of  both  sides,  to  take  time  to  consider  what 
form  their  determination  should  take.  Or  it  may  be 
that  although  we  are  prepared  to  settle  the  question 
of  law  involved,  an  immediate  determination  is  not 
practicable  pending  the  receipt  of  further  accounts 
or  figures  which  in  the  course  of  hearing  the  appeal 
have  proved  to  be  indispensable.  In  such  cases  it 
often  happens  that  no  further  hearing  is  necessary, 
but  as  the  law  stands  at  present  the  parties  to  the 
case  would  have  to  attend  before  the  Commissioners 
again  in  order  that  the  determination  might  be  com- 
municated to  them. 

13.458.  (54)  To  obviate  the  necessity  the  Special 
Commissioners  have  instituted  a practice  of  communi- 

' eating  such  reserved  determination  to  both  sides  by 
registered  post.  This  is  done  by  consent  of  both 
parties  to  the  case,  for  which  consent  the  Special 
Commissioners  ask  at  the  termination  of  the  Rearing 
when  they  have  intimated  that  their  determination  is 
reserved. 

13.459.  (55)  In  my  experience  such  consent  has 
never  been  withheld  by  the  representative  of  the 
Crown,  and  cases  where  it  has  been  withheld  by  the 
appellants  have  been  London  cases  in  which  slight 
trouble  and  no  expense  has  been  incurred  by  having 
a second  meeting.  There  is,  however,  nothing  to  pre- 
vent an  appellant  whose  case  has  been  fully  heard  in 
(say)  Aberdeen  or  Sligo  withholding  his  consent,  in 
which  case  the  Commissioners  must  either  make  a 
special  journey  to  deliver  judgment  or  hold  up  their 
determination  till  they  next  visit  the  town  in  ques- 
tion, which  visit  might  normally  be  twelve  months 
later. 

13.460.  (56)  I suggest  that  statutorv  authority  be 
given  to  the  Commissioners  to  give  their  determina- 
tion by  registered  post  in  any  case  in  which,  having 
fully  heard  arguments  and  evidence,  they  are  for  anv 
reason  unable  there  and  then  to  determine  the  appeal. 

Income  Tax. 

Void  properties. 

13.461.  (57)  Schedule  A.  No.  VII.,  Rule  4,  enacts 
that  no  tax  is  leviable  upon  unoccupied  houses. 

13.462.  (58)  As  a general  rule  no  rent  is  payable 
for  such  houses,  but  it  not  infrequently  happens  that 
where  a house  is  let  on  a lease  the  owner  is  entitled 
to,  and  receives,  rent,  notwithstanding  that  the  house 
is  not  occupied.  By  the  second  proviso  to  Schedule  A, 
No.  VIII.,  Rule  4,  it  is  enacted  that  no  tenant  of  a 
tenement  shall  be  entitled  to  deduct  out  of  any  rent 
payable  by  him  any  greater  sum  than  the  amount  of 
tax  charged  in  respect  of  such  property  and  actually 
paid  by  him. 

13.463.  (59)  The  only  Schedule  of  the  Act  under 
which  houses  in  the  United  Kingdom  are  assessable 
is  Schedule  A,  and  as  in  the  case  of  an  unoccupied 
house  no  tax  is  leviable  under  that  Schedule  it  seems 
to  follow  that  no  tax  can  be  deducted  from  rent  paid 
in  such  circumstances.  This  condition  of  affairs  leads 
to  injustice  and  hardship.  As  regards  the  owner  of 
the  house,  he  receives  in  respect  of  it  an  annual  in- 
come, yet  there  is  no  means  by  which  he  can  be  made 
to  pay  Income  Tax  on  it.  Case  VI  of  Schedule  D is 
in  general  an  “ omnibus  ” Case,  but  it  fails  to  catch 
these  rents  as_  it  is  expressly  made  applicable  only  to 
profits  or  gains  not  falling  under  any  other  Case  and 
not  charged  by  virtue  of  any  other  Schedule,  whereas 
the  profits  and  gains  arising  from  letting  a house  are 
charged  by  Schedule  A. 

13.464.  (60)  A further  complication  arises  if  the 
tenement  is  a building  rented  by  a trader  for  trade 
purposes,  but  not  occupied  and  used  for  such  purposes 
during  a given  period.  The  practice  is,  and  has  so 
far  as  I know  always  been,  not  to  allow  as  a deduc- 
tion in  computing  trade  profits  for  Income  Tax  pur- 
poses any  rent  other  than  rent  paid  for  premises 
actually  used  for  the  time  being  for  the  purposes  of 
such  trade.  The  trader  in  such  circumstances  is  dealt 
with  unjustly.  He  has  to  pay  the  rent ; he  is  refused 
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any  deduction  in  respect  of  such  payment  in  com- 
puting the  amount  of  his  trade  profits  with  the  result 
that  he  is,  in  effect,  made  to  pay  Income  Tax  on  the 
amount  paid  by  him  as  rent;  yet  the  owner  of  the 
house  can  refuse  to  allow  deduction  of  tax  on  payment 
of  the  rent  because  there  has  been  no  tax  “ charged 
in  respect  of  such  property  and  actually  paid  by  (the 
trader).” 

13.465.  (61)  Where  the  Income  Tax  Commissioners 
dealing  with  the  case  are  satisfied  that  rent  is  paid 
under  a contract  entered  into  for  trade  purposes  only, 
I think  the  rent  so  paid  ought  to  be  an  allowable 
deduction  in  computing  the  amount  of  the  trader’s 
profits ; and  in  all  cases,  whether  the  premises  are  or 
are  not  trade  premises,  the  recipient  of  the  rent,  if 
not  bound  to  allow  deduction  of  Income  Tax  by  the 
tenant,  should  be  assessable  therefor  under  Case  VI 
of  Schedule  D. 

Incomb  Tax. 

Obsolete  or  worn-out  machinery  and  plant. 

13.466.  (62)  Rule  7,  Schedule  D,  Cases  I and  II, 
deals  with  obsolete  machinery  and  plant.  It  does  not 
apply  to  machinery  and  plant  absolutely  worn-out  and 
scrapped,  and  even  as  to  obsolescent  machinery,  &c., 
it  applies  only  in  cases  where  the  discarded  articles 
are  replaced.  If  they  are  not  replaced,  and  during 
the  time  they  were  in  use  for  trade  purposes  no  allow- 
ance was  claimed  or  made  under  the  provisions  of  the 
preceding  Rule  (No.  6),  then,  whether  the  machinery 
and  plant  is  discarded  because  it  is  obsolete,  or 
because  it  is  worn-out  and  fit  for  nothing  but  the 
scrapheap,  the  trader  gets  no  allowance  at  all  for  the 
fact  that  in  earning  the  profits  assessed  to  Income 
Tax  in  past  years  the  money  expended  in  acquiring 
the  said  machinery  and  plant  has  disappeared,  save 
the  small  sum  realized  for  the  scrap. 

13.467.  (63)  This  is  not  right.  For  40  years  Par- 
liament has  permitted  a wear  and  tear  allowance, 
and  it  cannot  now  be  argued  that  the  original  outlay 
was  an  outlay  of  capital  in  the  6ense  that  any  allow- 
ance in  respect  of  its  gradual  diminution  is  forbidden 
by  section  209  (2).  But  if  it  be  a proper  subject  for 
allowance,  and  no  allowance  has  in  fact  been  made — 
no  matter  for  what  reason — during  the  lifetime  of  the 
machinery  and  plant,  it  seems  to  me  that  the  claim 
of  the  trader  for  an  allowance  in  some  way  or  other 
in  respect  of  prime  cost  less  scrap  value  is  not  at  all 
affected  by  whether  he  does  or  does  not  replace  what 
has  disappeared. 

13.468.  (64)  I think  he  should  be  entitled  to  an 
allowance  by  way  of  repayment  of  tax,  calculated  on 
prime  cost  less  scrap  value  at  the  average  rate  of  tax 
chargeable  during  the  lifetime  of  the  machinery  and 
plant. 

13.469.  (65)  One  other  point  calls  for  consideration 
in  connection  with  this  subject.  So  long  as  I have 
been  connected  with  the  administration  of  the  Income 
Tax  Acts,  there  has  always  been  doubt  as  to  what 
should  be  done  where,  no  annual  allowance  having 
been  made  on  account  of  wear  and  tear,  the  cost  of 
replacing  discarded  machinery  and  plant,  owing  to 
fluctuation  of  prices,  is  either  more  or  less  than  the 
original  prime  cost.  To  take  two  ooncrete  cases — 


(1)  Prime  cost  ...  ...  ...  ...  1,000 

Cost  of  replacement  of  discarded 
machinery  and  plant  ...  ...  ...  1,200 

(2)  Prime  cost  1,000 

Cost  of  replacement  of  discarded 
machinery  and  plant  800 


I think  what  has  been  done  in  practice  is  this.  In 
(1)  up  to  1917  an  allowance  was  made  of  £1,000,  less 
scrap  value;  since  June,  1917,  the  full  £1,200,  less 
scrap  value,  has  been  allowed,  and  in  (2)  an  allowance 
has  been  made  of  £800,  less  scrap  value. 

13,470.  (66)  In  my  opinion,  this  is  not  right.  I 
think  that  what  should  be  allowed  in  each  case  is 
what  has  disappeared  in  the  course  of  carrying  on 
the  trade  or  business,  viz.,  £1,000,  less  the  scrap 
value.  The  cost  of  replacement  (£1,200  or  £800)  will 
affect  future  allowances,  whether  by  way  of  wear  and 
tear  or  of  replacement,  but  should  have  nothing  to 
do  with  fixing  the  amount  to  be  allowed  in  respect 
of  the  discarded  machinery  and  plant.  The  principle 
I advocate  has  been  definitely  recognized  in  the 


before-mentioned  Rule  7,  so  far  as  regards  obsolete 
machinery  and  plant  when  replaced. 

Appeal  accounts. 

13.471.  (67)  Section  139  deals  with  this  matter. 
Sub-section  (1)  empowers  the  Commissioners  by  whom 
an  appeal  is  to  be  heard  to  require  the  appellant  to 
deliver  to  them  a schedule  containing  such  par- 
ticulars, for  their  information,  as  they  may  demand 
under  the  authority  of  this  Act,  and  sub-section  (2) 
gives  them  power  to  make  further  requisitions  until 
complete  particulars  have  been  furnished  to  their 
satisfaction. 

13.472.  (68)  The  Act  does  not  anywhere  specify  pro 
cisely  what  particulars  can  be  demanded — rather  it 
would  seem  to  have  been  thought  inadvisable  to  do 
this.  The  Commissioners  are  given  wide  general 
powers,  the  only  clear  limitation  being  that  whatever 
they  demand  must  be  something  which  in  their  dis- 
cretion they  consider  to  be  necessary  for  the  purposes 
mentioned  in  the  Aot. 

13.473.  (69)  It  has  not  infrequently  happened  that 
professional  men  ( e.g .,  solicitors  and  chartered 
accountants)  engaged  on  behalf  of  appellants  have 
demurred  to  complying  with  precepts  issued  by  the 
Speoial  Commissioners,  on  the  ground  that  there  is' 
no  express  statutory  authority  for  demanding  the 
specific  details  which  those  precepts  required.  Most 
of  such  objections  have  been  raised,  I think,  as 
regards  two  particular  things — 

(1)  balance  sheet ; and 

(2)  trading  accounts  and  profit  and  loss  accounts 

as  made  out  for  the  traders  themselves  in 
their  own  books. 

13.474.  (70)  As  to  (1)  balance  sheets,  the  general 
argument  is  used  that  all  necessary  information  as 
to  income  is  to  be  found  in  trading  and  profit  and 
loss  accounts  (though  I have  known  strong  objection 
raised  to  production  of  anything  beyond  the  trading 
account,  as  distinct'  from  profit  and  loss  account), 
and  that  we  are  not  exercising  our  discretion  in  a 
reasonable  manner  in  demanding  copies  of  balance 
sheets. 

As  to  (2),  dt  is  said  that  we  have  nothing  to  do 
with  accounts  as  made  for  the  trader  himself;  that 
what  we  have  the  right  to  call  for  are  accounts  made 
up  pursuant  to  the  provisions  of  the  Income  Tax  Acts, 
showing  purchases,  sales,  stock,  and  such  expenses  as 
the  law  allows  to  be  deducted,  and  that  whether  the 
accounts  as  made  out  on  such  lines  do  or  do  not  agree 
with  the  trader’s  own  books  is  not  our  concern. 

13.475.  (71)  The  answer  to  these  objections  is  that 
over  and  over  again  an  inspection  of  a balance  sheet 
has  thrown  light  upon  a trading  account,  and  has, 
dn  fact,  on  many  occasions  led  to  the  discovery  of 
errors  in  the  latter  that  would  not,  and  could  not 
have  been  discovered  by  any  other  means;  while,  as 
regards  trading  and  profit  and  loss  accounts  that 
differ  in  any  respect  whatever  from  the  accounts  as 
made  up  for  the  trader  himself,  it  is  obvious  that, 
unless  we  know  wha't  alterations  have  been  made  in 
compiling  the  accounts  that  are  supplied  to  us,  we 
cannot  come  to  any  decision  as  to  whether  the  said 
alterations  are  such  as  should  be  sanctioned  or  not. 

13.476.  (72)  My  own  view  is  that  it  is  not  desirable 
to  mention  any  specific  particulars  for  which  appeal 
Commissioners  can  legally  issue  precepts,  but  I think 
section  139  (1)  might  with  advantage  be  amended  as 
follows : — 

(a)  after  the  word  “ information  ” insert  " as  in 

their  opinion  shall  be  necessary  for  the 
purposes  of  this  Act  respecting.  . . •” 

( b ) omit  the  last  four  lines  of  sub-section  (1). 

Income  Tax. 

Ireland. 

• Schedule  D and  E assessments. 

13.477.  (73)  Section  189  (1)  authorizes  Surveyors 
of  Taxes  to  make  these  assessments. 

13.478.  (74)  Section  189  (2)  prescribes  under  three 
heads  the  duties  of  the  Special  Commissioners  with 
reference  to  the  assessments  when  they  have  been 
made  by  the  Surveyors. 
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13.479.  (75)  From  the  order  in  which  these  heads 
appear  it  is  arguable  that  the  assessments  must  be 
signed  by  the  Special  Commissioners  before  the 
notices  are  issued. 

13.480.  (76)  The  Special  Commissioners’  signatures 
are,  however,  purely  formal.  It  is  quite  imprac- 
ticable for  them  to  go  through  the  individual  returns, 
examine  them  one  by  one  and  form  an  opinion  of 
their  own  as  to  the  liability  in  each  case,  and, 
although  from  the  wording  of  section  190  (1)  read  in 
conjunction  with  section  123  (2)  such  a procedure,  if 
it  were  practicable,  would  not  be  beyond  their  powers, 
it  is  highly  improbable  that  anything  of  the  kind 
was  contemplated  when  the  Income  Tax  was  extended 
to  Ireland  in  1853.  There  can  be  little  doubt  that 
what  was  intended  was  that  Surveyors  of  Taxes  in 
Ireland  should  do  what  in  England  is  done  by  the 
Additional  Commissioners. 

13.481.  (77)  As  a signature  by  the  Special  Com- 
missioners prior  to  issue  of  charge  notices  'is  of  no 
benefit  whatever  to  the  taxpayer,  in  my  opinion 
section  189  might  with  advantage  be  amended  as 
follows : — 

189.  (1) — Assessments  under  Schedules  D and 
E shall  be  made  and  due  notice  of  every  such 
assessment  and  the  amount  thereof,  and  of  the 
time  and  place  for  hearing  any  appeal  against 
the  same,  shall  be  given  to  each  person  assessed 
by  such  Surveyors  or  other  officers  as  the  Com- 
missioners of  Inland  Revenue  shall  appoint  in 
that  behalf. 

(2)  (a)  The  special  commissioners  shall 
appoint  times  and  places  for  hear- 
ing appoals  against  assessments; 
and  having  heard  the  appeals  that 
oome  before  them  shall  sign  and 
allow  the  assessments ; 

( b ) It  shall  be  lawful  for  the  special  com- 
missioners at  the  request  of  the 
surveyor  or  other  officer  appointed 
by  the  Commissioners  of  Inland 
Revenue  to  reduce  an  assessment 
without  requiring  the  taxpayer  to 
attend  personally  before  them. 

County  Cov/rt  Judges — Ireland. 

13.482.  (78)  Section  196  gives  a taxpayer  in  Ireland 

who  is  aggrieved  by  a determination  of  the  Special 
Commissioners,  upon  appeal,  the  right,  on  giving 
notioe  in  writing  to  the  Surveyor  within  Ion  days 
after  such  determination,  to  require  that  his  appeal 
shall  be  re-heard  by  the  Recorder  or  County  Court 
Judge.  . 

13.483.  (79)  I have  known  many  instances  in  which 
a taxpayer  has  sent  in  notice  of  his  intention  to 
appeal  but  has  done  nothing  further  and  has  not 
attended  the  appeal  meeting,  so  that  the  appeal 
could  not  be  and  in  fact  was  not  heard.  In  such 
cases  there  was  no  determination  by  the  Special 
Commissioners.  Nevertheless  the  taxpayer  has  given 
notice  in  writing  to  the  Survoyor,  within  ten  days 
after  the  date  of  the  appeal  meeting,  requiring  his 
appeal  to  be  reheard  by  a Reoorder  or  County  Court 
Judge. 

13.484.  (80)  The  practice  of  the  Recorders  or 
County  Court  Judges  has  varied  in  cases  of  this  kind. 
Some  of  them  have  held  that  they  have  no  juris- 
diction, on  the  ground  that  where  there  has  not  been 
a hearing  there  cannot  be  a rehearing ; but  others 
have  admitted  the  claim  put  forward  by  the  tax- 
payer, and  have  adjudicated  upon  his  appeal,  as 
they  would  have  done  if  it  had  in  fact  been  heard 
and  determined  by  the  Special  Commissioners. 

13.485.  (81)  On  behalf  of  the  Special  Com- 
missioners I wish  to  bring  this  matter  under  the 
notice  of  the  Royal  Commission.  I think  the  inten- 
tion of  the  framers  of  the  Act  of  1853,  under  which 
the  Income  Tax  was  extended  to  Ireland,  was  that  an 
appeal  should  lie  to  the  Recorder  or  County  Court 
Judge  only  in  cases  where  an  appellant  actually 
attended  the  meeting  of  the  Commissioners  and 
placed  before  them  the  evidence  on  which  he  relied 
in  support  of  his  appeal.  It  is  only  where  this  is 
done  that  a “ determination  ” by  the  Special 


Commissioners  is  possible,  and  it  is  I submit  clear 
from  the  wording  of  section  196  that  the  Statute  does 
not  contemplate  an  appeal  being  entertained  by  a 
Reoorder  or  County  Court  Judge  unless  and  until 
there  has  been  such  a “ determination.” 

13.486.  (82)  I suggest  that,  to  make  the  law  quite 
clear  on  this  point,  one  of  two  things  should  he  done. 
Either  section  196  should  be  amended  as  follows:  — 

Sub-section  (3)  to  he: — No  application  for  a 
rehearing  shall  be  admitted  or  entertained  by 
a Recorder  or  County  Court  Judge  in  any  case 
in  which  there  has  not  been  a “ determination  ” 
by  the  Special  Commissioners  within  the 
meaning  of  those  words  as  used  in  Section  149 
of  this  Act. 

Sub-section  (4)  to  he  the  present  sub-section 

(3), 

or  a proviso  should  he  added  to  Bection  195  giving  a 
taxpayer  the  right  to  go  direct  to  the  Recorder  or 
County  Court  Judge  instead  of  first  appealing  to  the 
Special  Commissioners. 

13.487.  (83)  I have  one  further  suggestion  to  make 
as  to  Recorders  and  County  Court  Judges  in  Ireland 
— It  is  that  either  the  taxpayer  or  the  Surveyor  of 
Taxes  should  have  a right  of  appeal  from  their  de- 
cisions, on  a point  of  law,  to  the  High  Court.  This 
has  been  enacted  already  so  far  as  regards  Excess 
Profits  Duty,  and  in  my  opinion  it  ought  to  he  the 
law  as  to  Income  Tax  also. 

Income  Tax  and  Super-tax. 

Procedure  by  Affidavit. 

13.488.  (84)  Section  67  (3)  is  as  follows:  — 

“ The  special  commissioners  shall,  in  matters 
within  .their  jurisdiction,  have  all  the  powers  of 
any  other  commissioners  under  this  Act,  hut, 
save  when  acting  in  the  place  of  general  com- 
missioners or  in  the  matter  of  any  appeal,  shall 
not  have  power  to  summon  any  person  to  he 
examined  before  them,  hut  all  enquiries  by  or 
before  them  shall  he  answered  by  affidavit,  to 
he  taken  before  one  of  the  general  commissioners 
in  their  respective  divisions.” 

13.489.  (85)  Probably  this  section,  when  originally 
enacted  in  1842  (section  23  of  that  Act),  was  intended 
to  protect  the  taxpayer  from  any  avoidable  trouble 
or  expense.  In  actual  practice  it  has  most  decidedly 
the  opposite  effect. 

The  Special  Commissioners  have  had  to  deal  with  a 
number  of  applications  for  repayment  of  tax  on 
interest  paid  to  hanks,  members  of  the  Stock  Ex- 
change, and  discount  houses  under  section  36,  in 
which  the  natural  and  simple  course  would  have 
been  to  arrange  for  a meeting  at  which  the  whole 
question  at  issue  could  have  been  discussed  and 
settled.  The  Special  Commissioners  were  asked  by 
the  claimants  to  adopt  this  course,  and  would  have 
been  only  too  glad  to  do  so  had  they  possessed  the 
power.  But  tho  final  words  of  sub-section  (3)  are 
mandatory — all  enquiries  shall  be  answered  by 
affidavits  taken  before  the  General  Commissioners  in 
their  respective  divisions.  The  result  has  been  to 
inflict  upon  taxpayers  an  enormous  amount  of  incon- 
venience and  trouble  with  no  corresponding  advantage 
of  any  kind. 

13.490.  (86)  I do  not  at  all  desire,  in  connection 
with  the  matter,  to  ask  for  any  further  powers  to  be 
given  to  the  Special  Commissioners.  My  only 
suggestion  is  that  the  words  “ shall  not  have  power  ” 
in  the  existing  section  be  .amended  as  follows — “ Shall 
not,  unless  by  consent  of  the  person  concerned,  have 
power.”  The  effect  of  the  alteration  would  he  that 
the  taxpayer  concerned  could,  if  he  wished  to  do  so, 
elect  to  come  before  the  Special  Commissioners 
instead  of  executing  affidavits  before  a General  Com- 
missioner. 

Incomb  Tax. 

Wear  and  tear  of  machinery  and  plant,, 

13.491.  (87)  Apart  from  the  general  consideration 
of  this'  important  matter,  there  is  one  point  to  which 
I venture  to  draw  attention.  It  relates  to  tho 
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possibility  and  desirability  of  providing  legislative 
checks  and  safeguards  against  eventual  loss  accruing 
either  to  the  taxpayer  or  the  Revenue,  owing  to  the 
percentage  allowance  being  fixed  either  too  low  or 
too  high.  It  might  be  thought  that  where  a trader 
claims  a wear  and  tear  allowance  he  could,  as  a rule, 
readily  show  from  his  books,  if  the  business  was  an 
old  established  one,  what  was  in  fact  the  “ life  ” of 
his  machinery  and  plant.  So  far  is  this  from  being 
the  case,  that  in  my  experience  where  the  machinery, 
&c.,  is  of  a solid  nature,  lasting  for  a good  many 
years,  it  has  been  an  extremely  rare  thing  to  obtain 
evidence  founded  on  recorded  facts — in  the  vast 
majority  of  cases  we  can  get  nothing  but  expressions 
of  opinion  and  belief.  Further,  it  has  to  be  borne  in 
mind  that  the  “ life  ” is  affected  by  the  quality  of 
the  materials  and  workmanship  originally  put  into 
the  machinery,  «&e.,  both  of  which  are  varying 
factors;  by  the  varying  skill  and  care  of  the  men  in 
charge  of  it;  and  by  whether  or  not  repairs  are 
promptly  and  fully  effected  immediately  they  are 
seen  to  be  required.  In  short,  it  may  be  taken  as 
an  undoubted  fact  that  all  percentage  allowances  are 
more  or  less  leaps  in  the  dark  and  can  but  rarely 
exactly  meet  the  actual  requirements  of  individual 
cases.  In  practically  all  cases  either  too  little  or  too 
much  is  allowed,  and  in  my  opinion  this  will  always 
be  so. 

13.492.  (88)  If  too  little  has  been  allowed,  the 
claims  of  equity  are,  I believe,  generally  met  in 
practice  either  by  allowing  the  shortage  as  a working 
expense  of  the  year  in  \yhich  old  machinery,  &c.,  is 
replaced  by  new,  or  by  allowing  it  to  continue  to 
form  part  of  the  amount  on  which  the  wear  and  tear 
allowance  is  calculated. 

13.493.  (89)  But  if  too  much  hits  been  allowed,  the 
Revenue  has  no  remedy.  Suppose,  for  instance,  that 
a ship,  the  prime  cost  of  which  was  £100,000,  has 
been  reduced  by  successive  allowances  for  wear  and 
tear  to  £30,000,  and  is  then  sold  for  £50,000.  The 
purchaser  is  entitled  to  a wear  and  tear  allowance 
computed  on  the  £50,000,  and  by  the  time  the  ship 
is  finally  worn  out  and  discarded  the  Revenue  has 
lost  the  tax  on  £20,000. 

13.494.  (90)  It  would  relieve  Commissioners,  called 
on  to  fix  the  rate  of  wear  and  tear  allowances  in 
circumstances  where  certitude  is  not  attainable,  of 
a great  deal  of  responsibility  if  they  knew  that  any 
errors— one  way  or  the  other— would  ultimately  be 
adjusted.  If  I may  judge  others  from  my  own  feelings 
on  the  matter  it  would  also,  I think,  have  the  effect 
of  inducing  Commissioners  generally  to  give  more 
liberal  allowances  in  doubtful  cases  than  they  con- 
sider themselves  at  liberty  to  do  now,  knowing  as 
they  do  that  if  they  allow  too  much  the  error  is 
irreparable. 

13.495.  (91)  There  are  several  ways  in  which  circum- 
stances may  arise  affording  a test  of  the  accuracy  or 
inaccuracy  of  the  wear  and  tear  allowances  that  have 
been  granted. 

(a)  The  original  purchaser  of  machinery,  <fec.,  may 
continue  to  use  it  in  his  trade  until  it  is 
absolutely  worn  out  and  has  to  be  scrapped. 

In  this  instance  the  facts  may  disclose  any  one  of 
three  things  as  regards  the  wear  and  tear  allowance 
that  has  been  given. 

(1)  It  may  prove  to  have  been  exactly  accurate. 

This  is  not  probable,  but  it  is  of  course 
possible. 

(2)  It  may  turn  out  to  have  been  excessive,  and 

the  prime  cost  may  have  been  written  down 
to  less  thgn  scrap  value. 

(3)  It  may  turn  out  to  have  been  inadequate,  the 

aggregate  allowances  falling  short  of  prime 
cost  minus  scrap  value. 

I suggest  that  the  law  should  forbid  any  further 
allowance  on  account  of  wear  and  tear  when  prime 
cost  has  been  written  down  to  the  amount  fixed  by 
the  Commissioners  as  scrap  value.  If  scrap  value 
turns  out  to  be  less  than  the  sum  so  fixed  or,  apart 
trom  the  question,  the  allowance  proves  to  have  been 
inadequate,  the  taxpayer  should  be  entitled,  unless 


he  comes  to  an  arrangement  with  the  Revenue  on 
other  lines,  to  repayment  of  tax  on  the  deficit,  while 
in  the  converse  case  in  which  the  scrap  value  exceeds 
the  sum  fixed  by  the  Commissioners  the  difference 
should  be  taxable  profit. 

(6)  The  machinery,  &c.,  may  become  obsolete  and 
on  that  ground  be  discarded  before  it  is 
worn  out.  This  contingency  is  to  some 
extent  provided  for  specially  by  Rule  7, 
Schedule  D,  Cases  I and  II,  and  is  the  sub- 
ject of  a separate  memorandum  of  mine.  I 
need  therefore  say  no  more  about  it  here, 
(c)  The  trader  may  sell  the  machinery,  &c.,  before 
it  is  worn  out  or  obsolete.  This  will  happen 
as  a rule  only  when  a business  changes 
hands.  In  such  cases  there  may  or  may 
not  be  a separate  price  put  upon  the 
machinery,  <&c.,  apart  from  the  stock  and 
goodwill.  If  a separate  price  is  fixed,  I 
submit  that  it  should  govern  future  allow- 
ances for  wear  and  tear  so  far  as  regards 
the  purchaser,  and  that  the  vendor  should 
be  liable  to  pay  or  entitled  to  receive  pay- 
ment of  tax  on  the  difference  (if  any) 
between  such  purchase  price  and  the 
amount  to  which  the  prime  cost  has  been 
reduced  by  sums  allowed  for  wear  and  tear. 
If  there  has  been  no  allowance  for  wear  and 
tear  the  repayment  would  fall  to  be  made 
on  the  difference  between  prime  cost  and 
the  amount  for  which  the  machinery,  &c., 
was  sold. 

If  there  is  no  separate  price  agreed  upon  between 
vendor  and  purchaser  for  the  machinery,  <fec.,  the 
matter  is  simple  where  the  vendor  has  had  a yearly 
allowance  for  wear  and  tear.  Obviously,  the 
machinery,  &c.,  should  be  deemed  to  have  changed 
hands  at  the  amount  of  its  written-down  value  for 
Income  Tax  purposes;  the  purchaser  should  step  into 
the  shoes  of  the  vendor  and  should  get  in  future  years 
the  same  allowances  as  the  vendor  would  have  had 
had  he  continued  to  carry  on  the  trade.  No  adjust- 
ment would  in  that  case  be  called  for  so  far  as  the 
vendor  is  concerned. 

A difficult  point  arises,  however,  in  such  cases  if 
the  vendor  has  not  claimed  or  been  allowed  anything 
for  wear  and  tear.  It  is  not  at  all  likely  that  the 
price  at  which  the  business  as  a whole,  including 
machinery,  &c.,  has  changed  hands  included  in  respect 
of  the  machinery,  &c.,  a sum  equal  to  its  prime  cost; 
yet  it  is  not  possible  to  say  precisely  what  has  been 
included.  In  the  past  and  at  present  the  vendor 
has  not  had,  and  has  no  means  whatever  of  obtaining 
any  Income  Tax  allowance  in  respect  of  the  wear  and 
tear  that  went  on  during  the  years  that  the  machinery, 
cfec.,  was  used  by  him  in  his  trading  operations.  It 
was,  of  course,  open  to  him  to  have  claimed  an  allow- 
ance for  wear  and  tear,  and  if  he  did  not  do  so  it 
may  be  argued  that  he  has  only  himself  to  thank  for 
the  consequences.  We  are,  however,  considering  the 
possibility  of  doing  absolute  justice  all  round,  and 
even  in  such  a case  as  this  that  object  is  not  im- 
possible of  attainment.  It  could  be  readily  brought 
about  if  the  Commissioners  were  empowered  to  inquire 
into  and  fix  the  value  of  the  machinery,  ifec.,  at  the 
date  it  was  sold.  The  vendor  should  be  repaid  tax 
on  the  amount  by  which  that  value  fell  short  of  prime 
cost,  and  the  purchaser  should  for  all  Income  Tax 
purposes  be  bound  by  that  value  as  from  the  date  of 
purchase. 

13,496.  (92)  In  the  case  of  the  Burnley  Steamship 
Company  v.  Aikin  (3  T.C.  275)  it  was  decided  by  the 
Court  of  Exchequer  in  Scotland  that  the  quantum 
of  a wear  and  tear  allowance  is  not  to  be  measured 
by  reference  to  the  selling  value  of  machinery,  &c., 
at  any  given  date,  and  at  first  sight  it  might  appear 
that  the  foregoing  suggestions  run  counter  to  this 
principle.  The  facts  in  that  case,  however,  were  that 
the  vessel  had  not  been  sold,  but  was  still  being 
used  by  the  company,  and  what  it  would  have  fetched 
if  put  up  to  sale  in  open  market  to  the  highest  bidder 
could  only  have  been  a matter  of  conjecture.  But 
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in  any  case  I am  not  concerned  to  argue  the  point 
seeing  that  the  present  Royal  Commission  has  been 
appointed  to  consider  and  advise  as  to  what  ought 
to  be,  and  I submit  with  some  confidence  that  where 
there  is  an  actual  sale  (free  from  external  considera- 
tions such  as,  for  instance,  family  affection)  the 
difference  between  prime  cost  and  the  sum  realized 
by  the  sale  does  in  fact,  so  far  as  the  trader  is  con- 
cerned, represent  an  actual  outlay  by  him  for  the 
purposes  of  his  business,  and  that  such  expenditure 
should  be  an  allowable  deduction  in  computing  Income 
Tax  liability. 

13.497.  (93)  Briefly  stated,  my  suggestions  amount 
simply  to  this : that  by  the  time  machinery  and  plant 
is  worn  out  an  allowance  should  be  made  in  some  way 
for  the  difference  between  its  prime  cost  and  its  scrap 
value;  that  such  allowance  should  neither  exceed 
nor  fall  short  of  that  difference ; and  that,  in  cases 
where  machinery,  &c.,  has  been  sold  during  its  “ life  ” 
such  allowance  should  be  apportioned  between  the 
different  owners  in  accordance  with  the  proportions 
in  which  the  exhaustion  of  capital  has  been  borne  by 
each. 

Income  Tax  and  Super-Tax. 

Appeals  to  the  High  Court. 

13.498.  (94)  At  present,  apart  from  the  special 
provisions  contained  in  sections  33  (2)  and  43  (3), 
taxpayers  have  no  right  of  appeal  to  the  High  Court 
except  as  regards  appeals  against  assessments.  As 
to  the  various  “ applications  ” for  repayment  or 
adjustment  of  liability  the  decision  of  the  Com- 
missioners concerned  is  final — vide  Bruce  v.  Burton, 

4 Tax.  Cas.  399,  and  Furtado  v.  City  of  London 
Brewery  Company,  Limited,  6 Tax  Cas.  382.  This 
state  of  affairs  causes  considerable  dissatisfaction  to 
the  public,  and  is  not,  in  my  opinion,  justifiable.  I 
suggest  "that  a right  of  appeal  to  the  High  Court  on 
a point  of  law  should  be  given  in  all  cases,  whether 
the  point  at  issue  arises  in  connection  with  an  appeal 
strictly  so  called  or  not. 

[" This  concludes  the  evidence-in-chief .] 

13.499.  Chairman : What  length  of  experience  have 
you  had  in  Inland  Revenue  matters? — I have  had 
44  years,  all  but  two  months. 

13.500.  What  stages  have  you  passed  through  in 
that  period? — I entered  as  an  Assistant  Surveyor, 
and  later  on  I became  a Surveyor,  then  an  Inspector, 
then  a Superintendent  Inspector,  then  I became  a 
Special  Commissioner,  and  lastly  Presiding  Special 
Commissioner. 

13.501.  Steps  onwards? — Yes. 

13.502.  44  years— it  is  a long  time? — Yes.  Not 
so  long  to  look  back  on  as  it  is  to  look  forward  to. 

13.503.  We  shall  commence  with  your  examination 
at  once,  because  the  points  you  raise  here  are  all 
very  important  points,  and  we  have  had  evidence  on 
a number  of  them.  Your  paper  is  a very  interesting 
one,  and  we  will  commence  at  once  with  the  questions. 
— I should  just  like  to  say  that  when  I drafted  this 
paper  I did  not  know  that  these  points  were  going 
to  be  dealt  with  by  anybody  else.  Since  then  I have 
seen  in  the  published  Minutes  of  Evidence  that  there 
are  several  of  my  points  which  have  already  been 
brought  before  you  by  other  witnesses. 

13.504.  Chairman : Those  may  be  excluded  from  the 
examination  if  the  Commissioners  think  it  wise,  but 
on  your  original  paper  you  will  kindly  submit  your- 
self to  the  questions  which  the  Commissioners  wish 
to  address  to  you. 

13.505.  Sir  E.  Nott-Boioer:  I see  in  your  paper  you 
offer  a good  many  suggestions  for  improvements  in 
the  administration  of  the  law,  and  they  are  sugges- 
tions which  your  experience  would  tend  to  show  would 
make  the  working  of  the  Act  easier  ?•— That  is  so. 

13.506.  With  regard  to  claims  for  relief  depending 
on  total  income,  I suppose  the  position  is  this,  that 
someone  comes  to  be  assessed  by  the  Special  Com- 
missioners?— Yes. 

13.507.  And  his  income  may  be  such  as  to  entitle 
him  to  relief  on  the  ground  of  the  lower  rates  given 
to  earned  income? — Yes. 


13.508.  You  are  not  able  to  deal  with  those? — No. 

13.509.  The  Special  Commissioners  are  not  tech- 
nically able  to  deal  with  those  at  all? — No. 

13.510.  What  you  want  is  to  settle  not  only  the 
amount  of  the  assessment  on  the  profits  which  arc 
the  subject  of  appeal,  but  really  to  fix  the  rate  of 
duty,  and  to  allow  anything,  such  as  children’s  allow- 
ances and  things  of  that  sort;  do  you  go  as  far  as 
that? — We  think  it  would  be  greatly  to  the  con- 
venience of  the  taxpayer  if  we  could  deal  with  the 
whole  question,  and  not  only  settle  what  the  amount 
of  his  income  is,  say,  from  an  untaxed  source;  but, 
when  we  have  settled  that,  go  on  to  say  what  rate 
of  duty  he  is  liable  to  pay  at,  and  what  relief  of  any 
kind  he  is  entitled  to. 

13.511.  That  certainly  would  be  for  the  con- 
venience of  the  taxpayer? — That  is  the  only  thing 
I am  thinking  about  in  making  this  suggestion. 

13.512.  You  do  not  anticipate  that  it  would  lead 
to  any  clash  of  jurisdiction  as  between  the  Special 
Commissioners  and  the  General  Commissioners? — I 
do  not  think  so  for  a moment. 

13.513.  With  regard  to  dwelling-houses  used  partly 
for  trade  purposes,  the  present  maximum  is  two- 
thirds,  and  you  want  that  maximum  removed,  I un- 
derstand, and  you  wish  the  Commissioners  to  have 
power  to  determine  what  proportion  should  be  allowed 
even  in  excess  of  two-thirds? — In  actual  practice  we 
have  had  the  most  glaring  cases  occur — the  most 
scandalous  cases. 

13.514.  What  sort  of  cases? — I remember  one  some 
years  ago;  there  was  a private  hotel  or  big  boarding 
house  which  was  assessed  at  £1,600,  I think,  under 
Schedule  A,  and  the  proprietor  and  his  wife  occupied 
one  bedroom  in  the  basement  and  nothing  else.  We 
were  obliged  to  disallow  one-third  of  the  £1,600  in 
respect  of  that  one  bedroom. 

13.515.  I suppose  the  best  that  can  be  said  for 
the  two-thirds  limit  is  that  it  is  rather  convenient? — 
I do  not  think  that  taxpayer  thought  it  very  con- 
venient. 

13.516.  Although  sometimes  it  does  not  work 
justice? — Of  course,  it  saves  trouble  in  a way,  but  it 
certainly  works  gross  injustice. 

13.517.  One  small  point  with  regard  to  the  rights 
of  persons  assessable  under  Schedule  D to  be  assessed 
by  the  Special  Commissioners.  In  your  paragraph 
26  you  say  that  if  a man  desires  to  be  assessed  under 
Schedule  D by  the  Special  Commissioners  the  law  at 
present  requires  him  to  give  notice  to  the  Assessor — 
to  send  his  return  to  the  Assessor  with  a request  that 
it  should  be  forwarded? — Yes. 

13.518.  You  suggest  that  instead  of  that  the  return 
should  be  forwarded  either  to  the  Surveyor  of  the 
district  or  the  Assessor  of  the  parish.  I want  to  ask 
you  a question  on  that  point.  I think  the  suggestion 
is  a good  one,  but  it  is  necessary  that  the  Assessor 
should  have  an  early  intimation  that  people  are  going 
to  be  assessed  by  the  Special  Commissioners,  because 
it  is  his  duty  to  get  returns  from  everybody? — Yes. 

13.519.  Therefore  if  the  taxpayer  wishes  to  escape 
from  his  liability  to  render  a return  through  the 
Assessor  he  ought  to  give  notice  to  the  Assessor, 
ought  he  not?— What  I thought  was  in  practice  such 
a large  number  of  returns  really  are  sent  to  the 
Surveyor,  and  with  regard  to  this  particular  class  ot 
case  I think  it  would  be  a matter  of  no  difficulty  for 
the  Surveyor,  when  he  received  the  list  14  and  the 
Schedule  E assessments  from  the  Assessor,  to  mark 
up  any  cases  which  he  had  sent  to  him. 

13.520.  The  Assessor  could  get  that  notice  through 
the  Surveyor? — Yes. 

13.521.  He  ought  to  have  a notice?— I do  not  think 
that  would  be  a matter  of  any  difficulty. 

13.522.  No,  I think  not.  With  regard  to  foreign 
and  colonial  dividends,  I see  you  make  suggestions 
here  providing  for  an  appeal  where  necessary,  and 
for  an  assessment  to  be  made  by  the  Special  Commis- 
sioners in  any  amount  other  than  the  amount  returned 
by  the  agent? — Yes. 

' 13,523.  Has  real  practical  difficulty  arisen  in  cases 
of  that  sort?— We  have  had  one  or  two  cases  where 
there  would  have  been  an  appeal  if  we  could  have 
heard  it. 
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13.524.  An  appeal  which  might  possibly  even  involve 
a subsequent  appeal  to  the  Law  Courts? — It  might, 
yes. 

13.525.  With  regard  to  settlements  with  intention 
to  avoid  taxation,  I think  we  have  had  a good  deal  of 
evidence  on  that  point,  and  I think  the  Chairman 
suggested  that  we  might  possibly  drop  that  out  here; 
in  point  of  fact  I think  Mr.  Harrison  brought  forward 
a suggestion  very  similar  to  yours  in  that  connection  ? 
— Yes. 

13.526.  And  Mr.  Harrison’s  suggestion,  I think, 
arises  out  of  evidence  which  has  been  already  heard. 

13.527.  Chairman : Yes. 

13.528.  Sir  E.  Nott-Bower:  With  regard  to  bad  and 
'doubtful  debts,  where  a bad  debt  has  been  written 
off,  or  a doubtful  debt  has  been  valued  and  a partial 
allowance  made  for  it,  in  the  event  of  that  debt 
being  recovered,  we  always  have  had  it  brought  back 
as  a subject  of  profit,  have  we  not? — I am  ratlier 
interested  with  regard  to  that  because  I have  felt 
doubtful  myself  as  to  whether  we  always  do  get  that 
money  back.  I suppose  from  the  very  circumstances 
of  the  case,  if  we  do  not  get  it  we  do  not  know 
that  we  do  not  get  it,  but  I see  that  a chartered 
accountant  giving  evidence  before  the  Commission 
quite  recently,  in  the  Minutes  of  Evidence,  at  ques- 
tion 8358,  told  the  Commission  that  he  himself  had 
actually  had  a case  in  which  bad  debts  when  re 
covered  had  not  been  brought  into  the  accounts. 

13.529.  You  think  the  law  might  be  made  clearer 
with  regard  to  that? — I think  it  should  be.  I have 
always  felt  that  it  was  very  doubtful.  A man  might 
say  that  the  Act  does  not  direct  him  to  bring  it  in 
if  he  does  get  it;  that  it  was  recovered  outside  the 
three  years;  and  all  that  he  has  to  supply  are 
particulars  of  the  three  years’  trading.  Of  course, 
very  often  a bad  debt  might  not  come  in  for  con- 
siderably more  than  three  years. 

13.530.  I go  now  to  your  last  suggestion  about 
appeals  to  the  High  Court.  You  say  there  is  no 
right  of  appeal  to  the  High  Court  except  in  regard 
to  appeals  against  assessments.  I believe  there  are 
numerous  types  of  cases  to  which  your  suggestion 
applies,  are  there  not? — There  have  certainly  been 
a number  that  have  decided  that  principle. 

13.531.  Could  you  tell  me  at  all  what  the  cases 
are? — I think  I quote  them  here,  if  I have  heard 
you  correctly — Bruce  v.  Burton. 

13.532.  In  which  paragraph  is  that? — Paragraph 
94.  I think  it  would  apply  in  the  case  of  a business 
that  has  ceased.  It  would  also  refer  to  an  appli- 
cation in  connection  with  repayment  of  tax  on  a loss. 

13.533.  Do  you  mean  that  in  any  case  which  in- 
volves a personal  application  to  the  Commissioners, 
which  many  people  would  call  an  appeal,  for  any 
sort  of  relief  or  adjustment  authorized  by  the  Acts, 
the  decision  of  the  Commissioners  on  that  appli- 
cation should  be  subject  to  appeal  to  the  Law  Courts? 
— I think  it  should  be  if  there  is  a point  of  law 
involved. 

13.534.  Mr.  Kerly : May  I suggest,  for  instance, 
another  example,  the  question  of  time,  as  to  whether 
something  is  out  of  time  or  not  depending  on  the 
construction  of  the  Act;  that  is  not  specially  pro- 
vided for,  and  I suppose  there  would  be  no  appeal? 
— I suppose,  strictly  speaking,  that  would  be  a point 
of  law,  but  as  a general  rule  I do  not  think  there  can 
be  much  doubt  about  that.  The  limitations,  where 
there  are  any,  in  the  Statute  are  fairly  clear,  and 
there  is  not  often  any  doubt,  I think,  as  to  whether 
a man  is  in  time  or  not. 

13.535.  I only  gave  that  as  a possible  example. 

13.536.  Sir  E.  Nott-Bower:  Has  not  a case  arisen 
such  as  Mr.  Kerly  mentions,  as  to  whether  an  appeal 
under  the  133rd  section  was  brought  in  time? 

13.537.  Mr.  Kerly.  I do  not  want  to  pursue  it. 

13.538.  Sir  E.  Nott-Bower : I think  a case  of  that 
sort  has  actually  been  brought  before  the  Courts. 

13.539.  Mr.  Walker  Clark : In  paragraph  23,  under 
the  heading  of  dwelling-houses,  are  you  not  dealing 
to  some  extent  with  cases  with  reference  to  inter- 
communication?— Not  in  the  cases  I am  thinking  of — 
the  case  that  I mentioned  just  now  of  a largo  private 
hotel  or  boarding  house. 


13.540.  It  is  a very  exceptional  case? — It  is  rather 
surprising  what  a large  number  of  those  oases  we 
come  to.  I had  a case  that  actually  came  before 
me  within  the  last  two  years  of  one  of  the  largest 
private  girls’  schools  in  England.  There  are  really 
four  blocks,  and  I think  the  gross  rent  is  somewhere 
about  £5,000  a year,  but  there  is  intercommunica- 
tion between  the  whole  of  them.  There  are  three 
ladies  carrying  it  on,  and  each  of  them  has  a bed- 
room, one  in  each  block,  and  they  have  not  so  much 
as  a sitting-room.  It  was  given  in  evidence  before 
us  that  on  the  evening  that  the  school  breaks  up 
those  three  ladies  go  away,  that  they  have  done  that 
for  many  years,  and  that  they  do  not  come  back 
until  the  very  day  that  the  school  re-assembles,  so 
that  they  do  not  use  the  buildings  at  all  in  the  way 
of  a residence  except  in  term  time,  and  yet  tech- 
nically we  should  be  bound  to  add  back  more  than 
£1,600  for  those  three  bedrooms. 

13.541.  Of  course,  it  is  at  a lower  rate? — Not  in 
that  case.  In  that  particular  case  the  Board  of 
Inland  Revenue  said  they  would  not  attempt  to  push 
the  thing  to  an  extreme.  The  ladies  made  a very 
reasonable  offer,  and  the  thing  was  settled  to  the 
satisfaction  of  everybody;  but  if  the  law  had  been 
carried  out  (and  we  should  have  had  no  power  but 
to  carry  the  law  out)  it  would  have  been  simply 
scandalous. 

13.542.  As  a matter  of  fact  you  really  suggest  that 
the  custom  in  exceptional  cases  should  be  legalised? 
— Yes. 

13.543.  Mr.  Walker  Clark : I know  there  are  cases 
in  my  own  knowledge  where  that  has  been  done. 

13.544.  Mr.  May:  Did  you  urge  the  education 
authorities  to  provide  these  ladies  with  the  sitting- 
room  that  you  say  they  were  deficient  of? — This  was 
a very  high-class  school. 

13.545.  All  the  more  reason  why  they  should  have 
at  least  a sitting-room,  surely? — Yes,  perhaps. 

13.546.  Of  oourse,  there  is  a difficulty  even  in  that 
case.  There  is  a common  user  of  a common  sitting- 
room  to  some  extent? — There  was  a room  in  which 
these  ladies  used  to  see  parents  or  transact  business, 
but  there  was  not  so  much  as  one  room  which  was 
solely  used  as  a sitting-room. 

13.547.  With  regard  to  paragraph  52,  as  to  bad 
and  doubtful  debts,  is  not  the  general  practice 
exactly  what  you  now  suggest  should  be  legalised?— 
I believe  in  the  vast  majority  of  cases  it  is  so. 

13.548.  Is  not  the  only  case  in  which  bad  debts 
are  treated  outside  the  trading  account  a case  where 
there  has  been  a change  in  the  partnership ; I am 
speaking  now  of  the  general  cases? — I have  no  means 
of  judging  that. 

13.549.  Do  you  think  it  is  common ; shall  I put  it 
in  that  way? — No,  I do  not  know  that  I go  so  far  as 
that.  I should  say  that  the  general  rule  is  that  it 
would  be  brought  in. 

13.550.  And  they  would-be  very  exceptional  cases 
where  it  is  not  brought  in? — Yes.  What  I really 
suggested  this  for  was  this,  that  if  it  were  the  law 
that  these  debts  were  to  be  brought  in,  when  we 
were  hearing  an  appeal  we  might  put  a question  to 
the  people  concerned,  “ have  you  recovered  any  bad 
or  doubtful  debts,  and  if  so  have  you  brought  them 
in?  ” We  hesitate  to  ask  that  question  now,  because 
if  we  were  challenged,  “ where  is  the  law  for  it?  ” — 
the  law  is  silent. 

13.551.  As  a matter  of  faot  that  question  is  usually 
put  by  the  district  Surveyor,  is  it  not? — Well,  it  may 
be,  but  personally  as  a Commissioner  I have 
hesitated  to  put  it,  feeling  that  I had  not  any  statu- 
tory authority  for  it. 

13.552.  As  a matter  of  fact,  in  common  practice  it 
is  put? — I have  no  doubt  it  is. 

13.553.  And  the  answer  to  some  extent  governs 
the  assessment? — I do  not  think  this  is  a matter  of 
any  great  importance. 

13.554.  Thank  you.  That  is  exactly  what  I wanted 
to  get?— It  would  round  the  thing  off  if  it  were  there. 

13.555.  Then,  in  paragraph  64,  you  suggest  that 
the  repayment  in  respect  of  obsolescent  machinery 
should  be  at  the  average  rate  chargeable  during  the 
lifetime  of  the  machinery  and  plant;  would  not  that 
be  an  extremely  difficult  thing  in  practice  to  carry 
out— the  average  rate? — I do  not  tbink  it  would. 
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13.556.  But  surely  it  is  difficult  to  find  out  when 
the  particular  machine  was  put  into  the  plant,  and 
it  would  mean  that  in  any  one  year  you  might  have 
ten  machines  obsolescent  all  at  varying  rates — a very 
complicated  thing.  It  appears  to  me  that  the  present 
practice  of  allowing  on  the  current  rate  meets  every 
point  fully? — Yes,  but,  of  course,  at  the  present  time 
with  the  tax  at  6s.  in  the  £ — and  I do  not  know 
that  there  is  likely  to  be  a great  drop — it  would  be 
enormously  to  the  taxpayers’  advantage  to  get  6s. 
allowed  instead  of  what  might  be  6d. 

13.557.  Or  was  6d.  in  the  dim  distant  past? — Yes. 

13.558.  Still,  would  it  not  be  a very  great  con- 
venience, both  to  the  Revenue  and  to  the  taxpayer, 
to  have  it  at  the  current  rate  rather  than  at  the 
average  rate? — There  is  no  doubt  it  would  greatly 
simplify  matters — yes,  it  would,  undoubtedly. 

13.559.  In  paragraph  72  you  suggest  an  alteration. 
Is  not  the  suggestion  there  a very  wide  one  because 
of  the  dndefiniteness  of  your  wording? — The  present 
law  is  very  indefinite. 

13.560.  Are  you  improving  it? — I think  we  are  to 

this  extent 

13.561.  I have  the  section  before  me? — As  I have 
endeavoured  to  explain  in  my  evidence-in-chief,  when 
you  put  the  words  “ as  they  may  demand  under  the 
authority  of  this  Act,”  to  "start  with,  it  does  open 
the  door  for  people  to  say,  “ well,  now,  show  us 
tv-hero  you  are  entitled  to  demand  this  particular 
thing.” 

13.562.  Is  not  that  a desirable  thing? — I think  not. 

13.563.  Do  you  wish  to  go  beyond  the  law? — The 
circumstances  .are  so  various  that  I think  it  is  ex- 
tremely difficult  to  specify  what  should  be  allowed. 

13.564.  Under  this  suggested  alteration  you  would 
be  able  to  call  for  the  most  private  and  fiduciary 
books  and  accounts? — Only  where,  in  our  opinion,  it 
was  necessary  for  the  purposes  of  this  Act. 

13.565.  “In  our  opinion”? — Yes. 

13.566.  The  trader’s  opinion  or  the  taxpayer’s 
opinion  is  not  to  be  regarded  as  serious? — Well,  if 
the  taxpayer’s  opinion  were  to  be  final  in  many  cases 
we  should  never  get  to  the  bottom  of  a thing  at  all. 

13.567.  Should  not  the  law  be  final? 

13.568.  Mr.  Kerly : May  I be  allowed  to  suggest 
that  a Judge  of  the  High  Court  or  any  other  judge 
has  this  power  of  dealing  with  all  documents  in  his 
opinion  relevant  to  the  matters  to  Be  tried?  Why 
should  not  judges  in  the  position  of  Special  Com- 
missioners have  a.  similar  power? 

13.569.  Mr.  Walker  Clark:  I was  coming  to  that; 
that  was  going  to  be  my  next  question,  as  to  whether 
the  qualifications  of  the  Commissioners  were  to  be 
the  qualifications  of  the  judges  of  the  High  Court; 
that  is  the  real  question  at  the  back  of  my  mind  to 
which  I was  leading  up.  They  are  asking  for  the 
power,  and  I am  asking  the  witness  whether  he  con- 
siders they  haye  the  qualifications. 

13.570.  Chairman:  It  is  rather  difficult  for  him,  a 
Special  Commissioner,  to  say  that. 

13.571.  Mr.  Walker  Clark  : But  he  is  the  Chairman. 

13.572.  Chaimum:  Still,  his  natural  modesty  would 
prevent  him  saying,  perhaps? — I am  only  asking  that 
we  should  be  given  power  to  call  for  anything  which 
the  circumstances  of  the  case  seem,  in  our  opinion, 
to  render  necessary.  If  we  are  going  to  do  our  duty 
properly  and  get  at  the  correct  assessment  and  the 
correct  liability,  I think  it  is  necessary  for  us  to  have 
this  authority. 

13.573.  Mr.  Walker  Clark : But  the  statement  was 
made  yesterday  by  one  of  the  witnesses  from  your 
Department? — From  my  Department? 

13.574.  From  the  Inland  Revenue  Department? — 1 
am  not  a Revenue  Department  witness,  please. 

13.575.  But  the  statement  was  made  that  75  per 
cent,  of  the  whole  of  the  Income  Tax  was  collected  at 
source  ? — Yes. 

13.576.  That  leaves  only  a balance  of  25  per  cent. ; 
the  great  majority  of  the  taxpayers  were  honest  and 
honourable  men,  and  discharged  their  full  legal  obli- 
gations?— I firmly  believe  it,  and  these  powers  would 
only  be  necessary  as  to  the  insignificant  minority; 
they  would  not  oppress  the  majority  at  all. 

13.577.  Well,  I am  not  sure  whether  they  would 
oppress;  that  is  the  very  point  to  which  I wish  to 


13.578.  Chairman:  Do  you  want  them  to  have  any 
very  extended  powers,  Mr.  Walker  Clark? 

13.579.  Mr.  Walker  Clark  : I want  to  know  why  they 
should  have  any  very  extended  powers.  It  is  only  a 
minority  at  present,  and  there  is  a feeling  which  is  re- 
sented by  a certain  class  of  men  that  the  powers  are 
exercised  beyond  the  law,  and  I think  you  will  agree 
that  the  answers  you  have  given  show  that  at  any  rate 
the  common  custom  goes  to  the  full  limit  of  the  law,  if 
not  beyond  it? — I think  the  law  at  present  is  in- 
definite. As  a matter  of  fact  the  Commissioners  do  at 
the  present  time  call  for  any  information  which  is 
in  their  opinion  necessary. 

13.580.  Under  the  authority  of -the  Act? — Under 
the  authority  of  this  Act,  and  the  Act  itself  does 
not  specify  exactly  what  they  may  ask  for.* 

13.581.  I submit  that  “ under  the  authority  of  this 
Act  ” is  absolutely  necessary  for  the  protection  of 
the  taxpayer;  would  you  assent  to  that? — No, 
certainly  not. 

13.582.  Mr.  Marks : Are  the  Special  Commissioners 
primarily  concerned  with  the  interests  of  the  tax- 
payer, or  are  they  entirely  an  impartial  body  between 
the  Revenue  and  the  taxpayer  ? — They  are  an  entirely 
impartial  body  between  the  taxpayer  and  the 
Revenue.  Perhaps  I ought  to  qualify  this  to  this 
extent,  that  that  remark  of  mine  relates  to  their 
appeal  functions.  Of  course,  in  addition  to  that  they 
have  administrative  functions,  but  even  there  they 
have  no  interest  in  charging  more  than  should  be 
charged.  They  endeavour  to  be  absolutely  impartial. 

13.583.  Your  suggestion  that  the  balance  sheets  and 
trading  accounts  and  profit  and  loss  accounts  should 
be  produced  is  really  in  the  interests  of  the  Revenue 
and  of  the  taxpayer,  who  would  otherwise,  dealing 
honestly  with  the  position,  have  to  pay  more  than 
he  should  ? — Partly  that,  and  partly  this : I do  feel 
that  I entirely  agree  with  what  this  gentleman  just 
stated  as  evidence  given  yesterday,  that  the  vast 
majority  of  taxpayers  are  straightforward,  but  I do 
think  that  when  you  come  to  deal  with  what  we  all 
know  is  the  fact,  that  there  is  a small  minority  who 
would  evade  their  just  liability  if  they  could,  in  justice 
to  the  great  mass  who  pay  20s.  in  the  £ there  should 
be  some  means  of  making  this  small  minority  pay  their 
full  amount. 

13.584.  I was  coming  to  that.  It  was  given  to 
us  in  evidence  yesterday  that  one  of  the  principal 
aids  in  evasion  of  tax  was  the  fact  that  balance 
sheets  were  not  always  available  in  order  to  check 
the  accounts  which  were  sent  in : do  you  agree  with 
that?— It  is  so  sometimes,  yes. 


* The  witness  is  desirous  that  the  following  ioot-note  may 
appear : — 

In  making  my  suggestion  as  to  alteration  of  the  wording  of 
section  139  (1)  I did  not  consider  I was  asking  that  any  power 
should  be  conferred  on  the  Special  Commissioners  beyond  those 
they  already  possess.  In  their  opinion  they  now  have  power  to 
call  for  balance  sheets  and  whatever  other  information  is  in  their 
opinion  necessary.  The  wording  of  the  section  as  it  now  stands 
is,  however,  not  so  clear  as  it  might  be,  and  I therefore  suggested 
that  it  might  be  amended.  As  supporting  the  position  taken  up 
by  the  Special  Commissioners,  I rely  upon  the  judgment  of  the 
High  Court  (Ireland),  King’s  Bench  Division,  in  the  case  of 
Neill  v.  Commissioners  of  Inland  Revenue,  heard  in  Dublin 
6th  February,  1918.  The  circumstances  of  this  case  were  as 
follows  : — I sat  with  a colleague  to  hear  an  appeal  by  Mr.  Neill, 
at  Londonderry,  on  25th  June,  1917.  Accounts  prepared  by 
a reputable  firm  of  incorporated  accountants  were  put  in  as 
evidence  and  relied  upon  by  Mr.  Neill  as  proving  his  title  to  have 
the  two  assessments  made  upon  him  (to  Excess  Profits  Duty) 
totally  discharged.  No  balance  sheet  was  produced  showing  the 
appellant's  position  at  a crucial  date,  and  corroborative  details 
for  which  we  called  were  not  forthcoming — it  being  stated  that 
all  the  documents  in  question  had  been  sold  for  waste  paper. 

We  refused  to  accept  the  accounts  and  discharge  the  assess- 
ments entirely,  but  reduced  them  so  far  as  we  considered  right 
on  grounds  quite  apart  from  the  said  accounts,  and  Mr.  Neill 
went  to  the  High  Court  on  the  point  of  law  involved  in  such 
refusal.  The  case  was  heard  by  three  judges  and  judgment  was 
delivered  by  the  Lord  Chief  Justice  of  Ireland  dismissing  the 
appeal.  The  concluding  words  of  his  judgment  were : — “ They 
“ [the  Special  Commissioners]  were  not  in  any  way  bound  to  take 
“ the  accounts  as  accurate  in  the  absence  of  the  production  of  the 
“vouchers  on  which  these  accounts  were  made  out.  Under  all 
“ the  circumstances  the  Court  could  not  possibly  say  that  the 
“ Commissioners  had  exceeded  their  jurisdiction  or  gone  outside 
“ the  regulations  in  any  way.  They  were  placed  in  a position  of 
“ great  difficulty,  and,  in  the  opinion  of  the  Court,  they  had  taken 
“ a wise,  reasonable,  and  proper  coursa  ” 
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13.585.  So  far  as  evasion  is  deliberately  practised 
it  is  facilitated  by  the  absence  of  a balance  sheet? — 
Yes. 

13.586.  And  that  is  the  prime  reason  why  you  want 
the  balance  sheet  produced? — Yes. 

13.587.  Mr.  Armitag  e-Smith : It  is  the  fact,  is  it 
not,  that  in  determining  what  a taxpayer  shall  pay 
you  act  in  a judicial  capacity? — Yes. 

13.588.  You  do  not  act  under  the  directions  of  the 
Board  of  Inland  Revenue? — No. 

13.589.  Therefore  when  you  are  asked  whether  your 
qualifications  are  judicial,  I suggest  to  you  the  answer 
is  that  your  functions  are  judicial? — Yes. 

13.590.  On  the  question  of  settlements  with  the 
intention  to  evade  taxation,  supposing  the  law  were 
altered  in  the  sense  of  bringing  under  the  review  of 
taxation  sums  which  now  escape,  in  your  opinion  would 
it  be  equitable,  and  is  it  in  accordance  with  precedent 
that  such  legislation  should  be  retrospective? — That 
is  rather  difficult  for  me  to  answer.  As  a matter  of 
fact  I have  seen  enormous  sums  escaping  taxation 
that  ought  to  have  borne  taxation,  but  without  con- 
sidering it  I would  hardly  like  to  say  that  I thought 
it  should  be  retrospective. 

13.591.  For  instance,  with  respect  to  a given  trust 
legally  in  operation  at  the  time  when  the  law  were 
altered,  would  you  advise  that  power  should  be  taken 
to  ignore  that  trust? — Do  you  mean  for  all  future 
liability,  or  to  go  back? 

13.592.  For  future  liability? — I certainly  should  for 
future  liability.  I think  as  from  the  date  of  the  law 
being  altered  that  trust  should  be  inoperative,  not- 
withstanding the  fact  that  it  was  created  prior  to  the 
change  of  law. 

13.593.  Is  there  any  precedent,  with  regard  to  Life 
Insurance  for  instance,  of  a change  made  in  respect  to 
the  relief  on  Life  Insurance  policies  ? — Yes. 

13.594.  Which  way  would  the  precedent  be  inclined 
to  lean? — If  you  take  the  Super-tax,  from  the  moment 
that  Life  Insurance  ceased  to  be  allowable  as  a deduc- 
tion, we  did  not  take  into  account  the  question  as  to 
whether  a man  had,  as  a matter  of  fact,  taken  out 
a policy  believing  that  he  could  deduct  it;  from  the 
moment  that  the  law  said  that  Life  Insurance  should 
not  be  allowed  we  ceased  to  allow  it. 

13.595.  I was  thinking  of  Life  Insurance  in  connec- 
tion with  Income  Tax,  not  Super-tax.  The  full  allow- 
ance, I understand,  is  still  granted  on  contracts  made 
before  the  date  of  the  changing  of  the  law  ? — Yes,  that 
is  so,  I know.  I should  certainly  suggest  that  that 
ought  not  to  be  done  in  the  matter  of  a trust. 

13.596.  Mr . Mackinder : With  regard  to  the  Special 
Commissioners  and  your  second  and  third  paragraphs, 
you  say  “ other  persons  ” are  at  the  present  time  seven 
in  number? — Yes. 

13.597.  I take  it  the  ex  officio  Special  Commissioners 
do  not  do  much  of  the  work? — No. 

13.598.  The  work,  then,  is  done  by  those  seven? — 
Except  what  I say  further  down  in  paragraph  4, 
No.  (9).  There  is  a very  great  deal  of  heavy  work 
done  in  connection  with  repayments  as  to  which  it 
is  those  officials  who  are  concerned.  With  that  excep- 
tion they  do  not  do  practically  any  part  of  the  work ; 
it  is  the  “other  persons”  that  do  all  the  rest  of  the 
work. 

13.599.  I was  a few  minutes  late  in  coming,  and  I 
do  not  know  if  the  question  has  been  asked ; but  with 
regard  to  these  seven  persons,  who  in  fact  were  they 
before  they  were  appointed?  Of  course,  now  they  give 
their  whole  time? — Well,  to  take  myself,  the  first 
question  I was  asked  was  as  to  my  official  life.  I will 
take  myself  first,  because  my  name  comes  first  in  the 
official  list.  I have  had  almost  44  years’  experience  in 
different  capacities  in  the  Inland  Revenue,  and  as 
regards  qualifications  I was  many  years  ago  called 
to  the  Bar ; those  are  my  qualifications.  The  next 
Commissioner  prior  to  appointment  was  for  15  years 
a practising  solicitor. 

13.600.  Not  in  the  Inland  Revenue? — No. 

13.601.  In  connection  with  the  Inland  Revenue?— 
No,  quite  apart  from  that,  practising  on  his  own 
account.  The  third  one  was  for  many  years  in  the 
'Inland  Revenue  Department.  The  fourth  one  has  no 


legal  qualification ; he  was  for  five  years  Private  Secre- 
tary to  the  Chancellor  of  the  Exchequer  and  Prime 
Minister. 

13.602.  Was  he  a civil  servant  or  not? — No,  he  was 
not  a regular  civil  servant ; he  never  was  in  the  regular 
civil  service.  Of  the  next  two  Commissioners,  Nos.  5 
and  6,  one  of  them  has  been  called  to  the  Bar  the 
other  one  has  not.  They  were  both  of  them  holding 
appointments  in  Somerset  House  for  some  years  before 
they  were  appointed.  The  most  recent  man  to  be 
appointed,  the  latest  of  the  number,  No.  7,  was  for 
15  years  a practising  barrister  before  he  was  ap- 
pointed. 

13.603.  The  appointments  are  then  in  the  main, 

1 think  with  one  exception,  either  from  Somerset 
House  and  the  Inland  Revenue  service  or  lawyers,  the 
one  exception  being  the  private  secretary ? Yes' 

13.604.  Would  you  suggest  that  there  might  be 
persons  more  known  to  the  public  and  less  attached 
to  the  civil  service  and  the  practice  of  the  law  ap- 
pointed on  this  Commission,  with  a view— I will  not 
say  of  giving  confidence,  but  of  letting  the  public 
know  that  the  ordinary  man’s  point  of  view  was  re- 
presented?—I think  that  would  depend  partly  upon 
remuneration.  I do  not  think  you  would  get  men 
who  are  known  to  the  public  at  the  existing  rates. 

13.605.  Put  aside  remuneration.  The  Special  Com- 
missioners hold  a unique  position? — Yes. 

13.606.  And  a very,  very  important  position,  and  a 
position  which,  with  the  increase  of  taxation,  becomes 
more  important  every  day? — Yes. 

13.607.  Especially  as  you  have  the  whole  of  the 
Super-tax  in  your  hands? — Yes. 

13.608.  Therefore,  putting  aside  remuneration  and 
looking  at  the  matter  of  your  responsibility  as  pre- 
siding Commissioner  with  the  interests  of  the  Service 
in  view,  what  would  you  say?— It  is  rather  a difficult 
question  for  me  to  answer;  in  fact,  I find  it  rather 
difficult  to  answer  without  attempting  to  blow  our 
own  trumpet.  I understand  you  will  be  having  before 
you  shortly  Mr.  Bremner,  the  well-known  counsel,  and 
I think  he  oould  answer  that  question  much  better 
than  I could. 

13.609.  Would  you  be  good  enough  to  tell  me  what 

the  salaries  are  of  theso  seven  “ other  persons”? 

The  Presiding  Commissioner  has  a fixed  salary  of 
£1,200,  and  the  other  Commissioners  go  from  £850  to 
£1,000. 

13.610.  You  understand  I am  not  in  any  way  attack- 
ing them ; I am  looking  at  it  from  the  national  stand- 
point?— Yes. 

13.611.  Mr.  Synnott : Is  Mr.  Bremner  a Special 
Commissioner  ? — No,  but  he  is  constantly  before  us 
as  counsel,  and  I understand  he  is  coming  before  you 
as  a witness. 

13.612.  Mr.  Kerly : Mr.  Bremner  is  a very  experi- 
enced member  of  the  Bar,  and  has  more  experience 
in  Income  Tax  cases  than  anybody  else. — I think  I 
ought  to  say  this,  in  justice  to  my  colleagues  if  not  to 
myself,  that  I think  we  may  fairly  claim  that  we  do 
give  satisfaction  on  the  whole,  otherwise  counsel 
would  not  bring  so  many  cases  to  us.  Although  I 
have  given  no  statistics — I have  no  means  of  knowing 
—I  have  been  told  by  representatives  of  the  Chief 
Inspector’s  Department  of  Somerset  House,  who 
would  know,  that  with  regard  to  Excess  Profits  Duty, 
where  it  is  open  to  the  taxpayer  in  every  case  to  make 
his  own  election  as  to  whether  he  should  go  to  the 
Local  Commissioners  or  to  us,  the  vast  majority  of 
appellants  had  elected  to  come  to  the  Special  Com- 
missioners. 

13.613.  Mr.  Mackinder : You  are  appointed  by  the 
Treasury?— Yes. 

13.614.  When  there  is  a question  of  appointing  a 
new  Commisioner  I take  it  that  inquiries  are  made; 
are  you  consulted? — No. 

13.615.  Have  you  any  idea  as  to  how  the  Treasury 
goes  to  work  to  find  the  suitable  person? — No. 

13.616.  Is  there  any  promotion  open  to  Special 
Commissioners? — No. 

13.617.  It  is  their  final  appointment  in  life  nor- 
mally, if  they  are  in  the  civil  service;  is  that  so?— It 
has  been  so  far.  It  does  not  itself  open  the  door  to 
anything  else. 

13.618.  As  a fact,  have  they  been  promoted  ? — No 
— I beg  your  pardon,  I should  correct  that.  Sir 
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warren  Fisher  a as  a .Special  Commissioner  at  one 
tune. 

Id, 619.  Ex  officio? — No;  lie  was  one  of  my 

colleagues. 

13,ozU.  Is  lie  the  unique  case  of  promotion? — I do 
not  know  of  any  other;  1 think  that  is  the  only  one. 
lie  afterwards  became  a Commissioner  of  Inland 
lie  venue,  then  Chairman  of  Inland  Revenue,  and 
now  is  at  the  Treasury. 

13,6111.  Apart  from  the  legal  persons  I was  trying 
bo  find  whether  this  is  a step  in  a career.  1 gather 
that  as  a rule  it  is  the  final  step? — Yes. 

13.622.  And  in  the  Inland  Revenue  service? — Yes. 

13.623.  With  regard  to  appeals,  do  you  find  that 
appeals  come  to  you  from  special  parts  of  the  coun- 
try? Can  you  distinguish,  for  instance,  between 
town  and  rural  districts? — No.  I think  as  a matter 
of  fact  it  is  rather  noticeable  that  from  some  dis- 
tricts we  get  a great  many  assessments  and  people 
who  elect  to  be  assessed.  You  are  speaking  of 
assessments? 

13.624.  Yes. — That  is  so,  and  in  other  cases  we  get 
very  few.  As  an  old  Revenue  official  and  as  a Special 
Commissioner  I have  my  own  theory  about  that.  I 
think  if  one  made  inquiry  one  would  find  that  in  a 
district  in  which  there  are  a great  many  special 
assessments  the  probability  is  that  at  some  past 
period  either  there  was  a Surveyor  who  rubbed 
people  the  wrong  way  to  some  extent,  or  else  there 
happened  to  be  a bench  of  Local  Commissioners  that 
the  public  did  not  like,  and  then  large  numbers  of 
taxpayers  would  come  to  the  Special  Commissioners, 
and  having  once  come  they  stopped  with  us. 

13.625.  1 put  a question  similar  to  this  to  an 
official  witness,  and  when  I suggested  that  possibly 
these  assessments  were  removed  to  the  Special  Com- 
missioners because  of  the  unpopularity  of  a Surveyor 
I was  told  that  that  could  hardly  be  the  case,  because 
the  assessment  had  to  come  through  the  local  Sur- 
veyor to  the  Special  Commissioners,  and  it  would 
rather  be  the  unpopularity  of  the  Local  Commis- 
sioners: what  do  you  say  about  that? — I think  that 
probably  would  be  so. 

13.626.  You  said  just  now  it  might  be  traced  to  the 
Surveyor? — That  may  be  so,  but  I still  hold  to  what 
I said,  for  this  reason,  that  again  and  again  we 
have  found  that  people  in  coming  to  us  think  that 
they  are  going  to  get  out  of  the  local  Surveyor’s 
hands ; of  course,  they  are  not. 

13.627.  That  witness  put  it  that  it  was  a matter  of 
fashion,  he  thought,  in  particular  districts? — I 
think  sometimes  people  oome  because  they  think  that 
they  will  evade  all  local  inquiry,  including  that  of 
the  Surveyor,  and  I think  that  a still  larger  influence 
would  be  if  they  do  not  like  the  Local  Commissioners. 

13.628.  All  that  has  to  do  with  local  assessment? 
- — Yes. 

13.629.  And  not  appeal? — Yes. 

13.630.  It  is  a removal  of  the  assessment? — Yes. 

13.631.  Is  there  a very  marked  difference  between 
district  and  district  in  the  amount  of  assessments? — 
In  the  number  of  assessments? 

13.632.  Yes?— Yes. 

13.633.  Very  marked? — Well,  of  course  the  whole 
thing  is  small.  I do  not  suppose  we  have  got  more 
than  between  100  and  150  assessments  in  any  one 
district  in  the  country. 

13.634.  I am  asking  the  question  because  this 
power  of  removing  the  assessment  to  the  Special 
Commissioners  is  regarded  as  a very  important  safe- 
guard for  the  taxpayer — theoretically  at  any  rate. 
I want  to  know  how  far  practically  it  is  working  in 
that  way? — The  thing  I think  that  is  most  noticeable 
is  not  so  much  districts  as  the  class  of  men  that  oome 
to  us.  There  is  one  class  of  men  that  come  to  us  out 
of  all  proportion  to  any  other  class  of  men,  and  that 
is  doctors — medical  men.  We  have  certainly  got  an 
altogether  disproportionate  number  as  compared 
with  the  total  number  of  medical  men,  and  a con- 
siderable number  of  solicitors  come  to  us  ;*  I think 
those  would  be  the  two  classes  chiefly  concerned. 

13.635.  It  is  an  interesting  point  that  doctors 
should  come  to  you  : can  you  tell  us  why  ? — No. 

13.636.  Is  it  for  any  reason  that  they  do  not  wish 
to  be  assessed  by  the  Local  Commissioners;  do  you 
think;  is  there  any  special  reason  in  their  case? — I do 
not  think  so. 


13,63/ . Rut  this  is  a matter  that  has  attracted  your 
attention? — Yes,  I have  often  been  struck  by  the 
number  of  medical  men  that  do  come  to  us.  Of  course 
they  are  educated  men  and  men  of  considerable  cul- 
ture, a,nd  whether  it  is  that  they  do  not  care  to  have 
their  private  concerns  dealt  with  by  a body  that 
would  mainly  consist  as  to  many  of  them  of  their  own 
patients  I do  not  know. 

13.638.  Of  course,  so  far  as  education  goes  the  same 
would  be  true  of  solicitors,  would  it  not? — As  I say, 
solicitors  I think  I should  put  in  the  next  category. 

13.639.  Oh,  you  would? — I said  so — doctors  and 
then  next  solicitors. 

13.640.  Mr.  Walker  Clark:  W ould  they  furnish 
accounts  ? — Solicitors  ? 

13.641.  The  two  classes  to  which  you  refer? — Yes, 
we  frequently  call  upon  them  to  do  so. 

13.642.  And  they  would  in  the  ordinary  way  furnish 
accounts? — Oh  yes. 

13.643.  It  is  not  because  they  do  not  furnish 
accounts? — Oh  no. 

13.644.  Mr.  Mackinder : We  are  not  dealing  with 
appeals;  we  are  dealing  with  assessments  at  present? 
—Yes. 

13.645.  These  people  have  come  to  you  year  after 
year — the  same  people,  I take  it? — Yes,  in  a large 
number  of  cases. 

13.646.  They  make  a practice  of  it — doctors  and 
solicitors  specially? — Yes. 

13.647.  And  you  have  not  made  any  inquiry  speci- 
ally why  it  should  be  so? — No. 

13.648.  Mr.  Birley:  In  paragraphs  45 'to  49  of  your 
proof  you  deal  with  the  question  of  Super-tax  from 
non-residents.  Do  I rightly  understand  your  sugges- 
tion to  be  that  secretaries  of  all  companies  shall  make 
a return  of  all  shareholders  who  are  non-resident  and 
shall  deduct  from  dividends  paid  by  that  company  an 
amount  for  Super-tax? — No,  I do  not  go  nearly  so  far 
as  that.  If  you  look  at  paragraph  49  you  will  see  I 
suggest  that  liability  of  that  kind  should  only  attach 
upon  receipt  from  the  Special  Commissioners  of  a de- 
mand or  a return.  I do  not  go  nearly  so  far  as  to 
suggest  that  every  secretary  should  be  bound  to  make 
such  a return  as  that. 

13.649.  No,  but  without  it  how  are  you  going  to  as- 
certain who  are  the  foreign  residents  who  ought  to 
pay? — Well,  of  course  my  proposal  here  would  leave 
us  to  find  that  out  as  best  we  could. 

13.650.  Do  you  find  it  out  now  very  satisfactorily? 
— I have  no  doubt  in  some  cases  we  do  not ; in  a great 
many  we  do. 

13.651.  On  your  proposals  on  the  present  law  and 
suggestions  in  paragraph  48,  (i),  you  say  power  should 
be  taken  to  make  the  secretary  of  a company  liable 
to  pay  the  tax  on  non-residents’  dividends? — That  of 
course  would  be  in  certain  cases,  as  I say  here.  Un- 
less the  Special  Commissioners  had  reason  to  think 
that  a substantial  income,  possibly  involving  liability 
to  pay  Super-tax,  was  being  drawn  from  the  United 
Kingdom,  they  would  not  take  action. 

13.652.  Do  you  not  think  one  of  the  most  important 
things  for  you  to  get  at  is  to  find  out  who  the  people 
are  who  ought  to  pay  Super-tax? — Undoubtedly. 

13.653.  Are  you  taking  special  steps  to  get  at  those 
people  now?- — I should  like  the  Commission  to  con- 
sider your  suggestion.  Personally,  I hesitate  to  go 
so  far  as  to  call  upon  the  secretary  to  make  a complete 
return,  but  if  he  had  to  do  so  there  ds  no  doubt  it 
would  be  of  assistance,  and  very  considerable 
assistance. 

13.654.  I have  in  mind  a company  which  is 
controlled  in  England,  three  of  whose  directors  are 
resident  abroad,  where  part  of  the  business  is  carried 
on,  and  all  three  of  those  directors  are  most  certainly 
liable  to  Super-tax  on  the  income  they  receive  from 
this  country,  but  only  one  of  those  directors  has  ever 
been  asked  for  a return  for  Super-tax.  That  is  one 
instance  which  I personally  know  of.  It  gives  one 
the  impression  that  possibly,  perhaps  probably,  there 
are  many  others  escaping  who  should  not  escape?— I 
am  afraid  there  are. 

13.655.  Can  you  make  any  suggestions  as  to  how 
you  are  to  get  at  that  unless  you  were  to  carry  your 
own  suggestion  further  and  make  all  secretaries  liable 
to  make  a return  of  non-residents  on  their  register? 
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No.  I think  it  would  be  a very  valuable  safeguard 

to  the  Revenue  if  they  had  to  do  it. 

13.656.  Then  you  oould  make  up  your  mind  whether 
you  would  ask  for  a return  in  those  cases  or  not? — 
Yes.  I think  that  would  be  a much  better  safeguard 
to  the  Revenue  than  my  suggestion. 

13.657.  At  what  rate  do  you  suggest  that  a secre- 
tary should  deduct  Super-tax — at  the  full  rate? — I 
think  it  should  be  at  the  highest  rate. 

13.658.  Does  that  mean  that,  you  would  then  leave 
the  onus  on  the  foreign  resident  to  prove  that  he 
was  not  liable  to  the  full  rate? — Yes. 

13.659.  Not  that  you  would  charge  him  at  the  full 
rate,  as  you  do  in  the  case  of  Income  Tax,  whether 
he  is  liable  to  it  or  not?— No.  If  he  had  made  a 
return  showing  he  was  liable  only  at  a low  rate,  we 
should  only  charge  him  at  the  low  rate. 

13.660.  But  you  would  make  sure  of  getting  the 
full  rate,  and  leave  the  onus  on  the  foreign  resident? 
— Yes. 

13.661.  Mr.  McLintock : In  the  heading  to  the  first 
table  in  paragraph  10,  you  refer  to  assessments  made 
by  the  Special  Commissioners.  You  use  the  ex- 
pression “ Number  of  assessments  made  by  the 
Special  Commissioners.”  Then  you  have  a footnote: 

“ Exclusive  of  Ireland,  where  the  assessments  are 
‘ made  ’ by  the  Surveyors  of  Taxes  and  ‘ signed  and 
allowed’  by  the  Special  Commissioners  ”?— Yes,  that 

S 13,662.  Is  there  any  real  distinction? — In  this  other 
case,  for  instance,  railways  of  the  United  King- 
dom— 

13.663.  They  can  only  be  assessed  by  you?— They 
are  assessed  by  us ; we  make  them ; but  in  Ireland  we 
do  not  technically  make  the  assessment. 

13.664.  You  mean  the  Surveyor  never  sees  the  rail- 
way assessments  at  all? — Yes,  he  deals  with  them  the 
same  as  the  others 

13.665.  He  goes  into  all  the  accounts,  and  makes 
out  the  computations? — Yes. 

13.666.  Is  there  any  real  distinction  between  the 
two? — Between  railways  and  others? 

13.667.  Between  the  Surveyor  making  out  the  rail- 
way computations,  and  the  Surveyor  in  Ireland.  He 
does  the  same  thing,  and  you  would  sign  and  allow 
the  assessments  ?— As  regards  railways,  all  accounts 
are  sent  to  us,  and  all  the  accounts  are  examined  in 
our  office,  whether  in  Ireland  or  out  of  it. 

13.668.  I suggest  to  you  that  the  General  Com- 
missioners throughout  the  country  do  exactly  in  all 
the  districts  what  you  do  in  Ireland? — I cannot  say;  I 
do  not  know  what  the  General  Commissioners  through- 
out the  country  do  in  all  districts.  I do  not  think 
they  do,  as  a matter  of  fact. 

13.669.  When  you  were  engaged  in  the  Inland 
Revenue,  did  you  not  find  it  the  practice  that  the 
Surveyor  practically  made  the  assessments,  and  they 
were  signed  and  allowed  by  the  General  Commis- 
sioners?— No;  my  experience  was  not  that.  My 
experience  varied  very  much.  Some  Commissioners 
would  pay  a good  deal  more  attention  than  others  to 
any  suggestion  that  I made.  I am  going  back  now 
to  the  days  when  I was  a Surveyor. 

13.670.  The  practice  has  probably  changed  since 
then? — Of  course  that  is  many  years  ago,  but  I can 
very  well  remember  districts,  when  I was  a Surveyor, 
where  I was  not  allowed  to  make  a single  assessment, 
and  very  little  notice  was  taken  of  any  suggestion  I 
made. 

13.671.  That  fortunately  has  changed;  that  does 
not  prevail  to-day? — Possibly  not. 

13.672.  I want  to  be  quite  frank.  I suggest  that, 
generally  speaking,  in,  say.  all  cities,  in  reality  it 
is  the  Surveyor  who  makes  the  assessment,  and  the 
Commissioners  merely  sign  and  allow  it.  Take  all 
limited  companies ; the  Surveyor  gets  the  accounts 
sent  to  him  months  before  a return  is  made;  he 
goes  into  all  the  figures ; he  asks  all  the  questions ; 
he  agrees  with  the  appellant  the  amount  of  his 
liability,  and  I never  knew  the  Commissioners  to  alter 
it? — No,  they  would  not. 

13.673.  Is  not  that  practically  the  same,  in  effect, 
as  what  you  do  in  Ireland? — In  the  great  majority  of 
cases,  there  is  no  doubt  it  would  be  so ; but  in  Ireland 
we  do  not  profess  that  we  make  the  assessments. 


13.674.  I suggest  that  in  the  rest  of  the  country 
they  profess  to  make  them  and  do  not  do  so? — The 
General  Commissioners,  or  the  Special  Com- 
missioners ? 

13.675.  The  General  Commissioners? — I am  not 
concerned  to  deny  that  proposition. 

13.676.  Then  we  come  to  the  next  point,  with 
regard  to  appeals  to  you  from  these  so-called  assess- 
ments made  by  the  General  Commissioners.  Can 
you  hear  an  appeal  on  an  assessment  which  has  been 
made  by  the  General  Commissioners? — Yes.  If  I 
might  just  correct  you  a little,  you  mean  on  an 
assessment  made  by  the  Additional  Commissioners? 

13.677.  Yes,  quite? — When  the  taxpayer  receives 
a notice  of  an  assessment  made  upon  him  by  the 
Additional  Commissioners,  he  can  appeal  against  it 
either  to  the  local  General  Commissioners  or  to  the 
Special  Commissioners. 

13.678.  Then  what  about  an  assessment  made  by 
the  General  Commissioners  ? — It  is  almost  non- 
existent. I will  not  go  so  far  as  to  say  it  is  non- 
existent, because  there  are  certain  very  obscure 
sections  dating  from  1842  which  speak  of  the 
Additional  Commissioners  referring  returns  to  the 
General  Commissioners,  and  going  through  a lot  of 
routine,  which  as  a matter  of  fact  I never  in  my 
life  knew  done.  Therefore  I must  not  go  so  far  as 
to  say  positively  that  in  no  case  do  the  General  Com- 
missioners make  an  assessment.  I can  only  say  that 
in  the  whole  of  my  experience  I never  knew  it  done 
— not  once. 

13.679.  Your  view  is  that  there  should  be  no  bar 
whatever  to  the  taxpayer  going  to  the  Special  Com- 
missioners for  any  appeal? — That  is  so. 

13.680.  Whether  they  actually  made  the  assessment 
or  not? — Yes ; as  a matter  of  fact,  he  can  do  that  now. 

13.681.  Your  experience  is,  however,  that  the 
appeals  to  you  are  not  growing  in  number? — Not  to 
any  appreciable  extent;  in  fact,  I am  not  sure  they 
have  not  dropped  a little. 

13.682.  The  figures  would  indicate  that  they  are 
dropping,  because  for  1916-17,  1917-18  and  1918-19 
you  give  the  figures  in  the  last  table  of  your  paragraph 
10;  the  appeals  in  1916-17  are  1,880;  in  1917-18, 
although  the  assessments  made  were  the  same  aB  the 
previous  year,  the  appeals  dropped  to  1,579 ; the 
assessments  increased  in  1918-19,  but  the  appeals 
still  dropped? — I think  I can  give  you  a little  infor- 
mation about  that.  Taking  that  1,880,  that  consisted 
of  1,211  appeals  against  special  assessments  and 
669  appeals  against  local  assessments. 

13.683.  What  do  you  mean  by  special  assessments? 
— Against  assessments  made  by  the  Special  Commis- 
sioners Now  for  1917-18,  the  1,579  consisted  of  899 
appeals  against  assessments  made  by  Special  Com- 
missioners and  680  against  local  assessments.  For 
1918-19,  the  1,549  consisted  of  861  appeals  against 
special  assessments  made  by  us  and  688  against  the 
Local  Commissioners.  Now,  if  you  had  those  figures 
before  you  so  that  you  could  look  at  them,  you  would 
see  that  notwithstanding  the  drop  from  1,880  to 
1,549,  the  number  of  cases  in  which  there  has  been 
an  appeal  against  local  assessments  carried  to  the 
Special  Commissioners  has  slightly  gone  up.  It  was 
669  in  1916,  680  in  1917,  and  688  in  1918.  So  that 
the  real  drop  has  taken  place  in  appeals  against  assess- 
ments made  by  the  Special  Commissioners.  With 
regard  to  that  I may  say  this.  I have  been  looking 
into  this  matter  to  some  extent,  and  up  to  the  year 
1916-17,  speaking  roughly,  I think  I might  say  that 
of  the  total  number  of  assessments  made  by  the  Special 
Commissioners  about  50  per  cent,  used  to  be  in  figures 
that  were  arrived  at  by  agreement  with  the  tax- 
payer before  the  assessment  was  made,  and  about  50  per 
cent,  used  to  be  in  figures  not  agreed  to  by  the  tax- 
payer. Now,  owing  to  several  causes,  during  the 
period  that  the  war  was  being  carried  on,  there  has 
been  a very  remarkable  change  in  that,  and  for  this 
last  year,  1918-19,  I think  that  for  every  one  non- 
agreed  case  there  would  probably  be  between  four 
and  five  cases  in  which  there  was  agreement.  I put 
that  down  to  several  things.  I think  the  extended 
powers  given  to  the  Revenue  authorities  under  the 
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Excess  Profits  Duty  Acts,  with  regard  to  calling  for 
accounts  and  figures,  have  had  a rather  remarkable 
effect  upon  Income  Tax  matters ; because,  as  a matter 
of  fact,  the  Surveyors  do  see  accounts  now,  somehow 
or  another;  they  get  hold  of  accounts  before  assess- 
ments are  made  in  a very  much  larger  number  of 
cases  than  they  used  to  he  able  to  get  them. 

13.684.  I quite  agree  with  thatr — I think  that  is 
really  the  cause  of  this  falling  off  in  the  number  of 
appeals. 

13.685.  When  you  speak  of  assessments  made  by  the 
Special  Commissioners,  other  than  the  railway  com- 
panies, do  the  Special  Commissioners,  in  these  cases, 
do  anything  more  in  effect,  before  the  assessment  is 
made,  than  they  do  in  Ireland? — Oh,  dear,  yes. 

13.686.  Do  they  look  at  the  accounts  in  detail? — In 
Ireland  we  do  not  know  how  the  assessment  has  been 
arrived  at;  it  is  purely  perfunctory  to  sign  and 
allow  the  back  sheet  of  an  assessment ; but  in 
England  it  is  quite  different.  Within  this  last  two  or 
three  days  I have  been  dealing  with  a number  of  cases 
in  my  offices  in  Kingsway.  A Surveyor  sent  up  an 
assessment  sheet — I had  one  yesterday — and  he  pro- 
posed that  the  return  should  not  be  accepted.  Well, 

1 did  not  sign  that  as  a matter  of  course.  I looked 
carefully  into  it;  I was  not  satisfied  with  what  the 
Surveyor  proposed,  and  I sent  it  back  to  him  with 
an  inquiry.  I said : ‘ 1 why  do  you  want  to  alter 
this?”  That  is  done  in  every  case.  We  never  pass 
a single  assessment  without  looking  at  the  particu- 
lars, unless  the  Surveyor  says  that  he  has  agreed  with 
the  taxpayer. 

13.687.  That  was  really  my  point.  Where  the  Sur- 
veyor and  the  taxpayer  have  gone  into  the  accounts 
together,  and  the  liability  has  been  agreed  between 
them,  the  making  of  the  assessment  by  the  Special 
Commissioners  is  the  same  formal  matter  as  the 
making  of  one  by  the  General  Commissioners? — • 
Speaking  generally,  yes.  There  may  be  exceptions, 
but  broadly,  yes.  As  a general  rule,  I should  not  con- 
sider it  my  duty  to  go  behind  a statement  agreed 
upon  between  the  Surveyor  and  a taxpayer  prior  to 
the  making  of  an  assessment. 

13.688.  On  the  question  of  revocable  and  irre- 
vocable deeds,  your  suggestion  is  that  even  in  an 
irrevocable  deed,  where  a parent  has  the  burden  of 
maintenance  of  a child,  any  income  set  aside  for  that 
child  should  be  treated  as  the  parent’s? — So  long  as 
the  child  was  a legal  infant. 

13.689.  Under  21  years  of,  age? — Yes. 

13.690.  At  present  that  income,  of  course,  escapes? 
— Altogether. 

13.691.  Largely  for  Income  Tax,  if  it  is  small,  and 
entirely  for  Super-tax? — Yes. 

13.692.  Suppose  the  income  is  accumulated  and  not 
actually  spent  on  the  child’s  maintenance  or  educa- 
tion under  the  terms  of  the  deed,  do  you  still  suggest 
that  that  should  he  treated  as  the  father’s  income? 
— I should,  during  the  period  of  legal  infancy.  I do 
not  see  why  a father  should  provide  for  his  child  and 
escape  his  own  natural  responsibilities  by  settlements 
of  this  sort. 

13.693.  On  the  question  of  bad  debts,  do  you  agree 
that  the  general  practice  is  that  where  a debt  has 
been  written  off  and  allowed  as  a charge,  whether  as 
a bad  debt  or  as  a doubtful  debt,  the  sum  that  may 
be  recovered  in  excess  of  the  loss  finds  its  way  to  the 
credit  of  the  trading  account? — I should  say  in 
the  vast  majority  of  cases  it  certainly  does. 

13.694.  Is  it  not  very  rare  to-day  to  find  a trader, 
unless  he  does  it  deliberately  as  a fraud,  placing  the 
recovery  of  a bad  debt  to  anything  but  the  trading 
results  of  the  year? — I should  imagine  that  is  so. 

13.695.  The  point  is  that  you  want  some  specifio 
words  in  an  Act  to  say  that  they  must  do  so? — I 
think  it  should  be  there,  to  round  off  the  proviso. 

13.696.  Do  you  know  it  is  a point  that  Surveyors 
inquire  very  closely  into? — Some  do;  there  is  no 
doubt  aobut  it.  As  a Commissioner,  I should  not 
feel  that  I could  go  into  that  matter,  in  the  absence 
of  any  legal  provision  that  it  should  be  done. 

13.697.  You  mean  if  a taxpayer  resisted  your  right 
to  bring  bad  debt  recovery  in  as  a profit,  you  would 
not  decide  against  him? — No,  I mean  I should  not 
think  that  I oould  press  him  for  information  as  to 
whether  he  had  brought  them  in  or  not. 


13.698.  Why  would  you  not  do  that? — Because 
there  is  no  legal  provision  that  he  shall  bring  them 
in.  He  clearly  ought  to,  as  a matter  of  equity. 

13.699.  I should  have  thought  it  came  in  as  a 
matter  of  course,  and  that  it  did  not  need  any  legal 
provision  for  that.  Now  on  this  question  of  obso- 
lescence; I want  to  put  to  you  two  cases.  There  is 
the  case  of  obsolescence  where  there  has  been  an 
allowance  for  wear  and  tear,  and  there  is  the  case  of 
obsolescence  where  there  has  been  no  allowance  given 
for  wear  and  tear.  In  the  case  of  no  wear  and  tear 
allowance,  would  you  give  the  full  difference  between 
the  original  cost  and  the  scrap  value,  whether  re- 
placed or  not? — I would,  on  the  ground  that  the 
trader  has  actually  p aided  with  that  amount  of 
money  in  the  course  of  carrying  on  his  trade. 

13.700.  That  is,  you  would  not  penalize  him  be- 
cause, for  some  reason  or  other,  he  had  omitted  to 
claim  his  wear  and  tear  allowance? — No,  I would  not. 

13.701.  I want  to  put  to  you  this  type  of  case.  A 

trader  has  a considerable  amount  of  plant,  and,  as  is 
not  uncommon,  he  does  not  claim  wear  and  tear 
allowance.  Then  he  puts  forward  a claim  to  get  an 
allowance;  he  is  asked:  “how  long  have  you  had 

this  plant?  ” and  he  says  “ 10  years.  We  will  say 
the  Surveyor  then  proceeds  to  write  it  down  by  o 
per  cent,  for  the  10  years  that  he  .has  not.  been 
netting  any  allowance,  and  he  starts  his  depreciation 
It  the  lower  value.  Do  you  think  that  is  nght?- 
It  is  in  accordance  with  the  decision  of  the  High 
Court  in  the  case  of  the  Peninsular  and  Oriental 
Steam  Navigation  Company. 

13  702  That  the  trader  must  hear  his  own  depre- 
ciation?—The  gist  of  that  case  was  that  the  deprecia- 
tion for  any  year  must  he  only  on  the  machinery  as  t 

exists  in  that  year.  . 

13  703  In  other  words,  he  gets  the  same  allowance, 
starting  say  from  this  year,  as  a man  who  has  been 
having  depreciation  for  the  last  10  years?— Just  so. 
The  object  of  my  recommendation  here  is  to  remedy 
what  I think  are  very  great  hardships  for  the  tax- 
payer. I think  it  is  possible  to  do  real  justice,  and 
real  justice  now  is  not  done  in  a great  many  cases. 

13  704.  Do  you  appreciate  in  practice  it  is  just  a 
little  bit  difficult  to  find  the  prime  cost  of  various 
kinds  of  plant  after  twenty  years?— It  may  be.  I 
do  not  myself  know  that  we  have  experienced  so 
much  difficulty  in  getting  at  the  prime  cost  of  exist- 
ing machinery.  What  we  have  found  impossible  to 
do,  or  practically  impossible,  is  to  ascertain  any  real 
facts  or  definite  information  with  regard  to  ma- 
chinery that  has  been  worn  out  and  scrapped.  1 
have  tried  for  years  to  get  some  definite  information 
with  regard  to  the  length  of  life  of  machinery  and 
plant,  say,  in  a brewery  or  any  other  trading  con- 
cern ; and  I have  never  yet  been  able  to  get  real 
information  as  to,  say,  .a  steam  engine  for  power 
that  was  put  in  at  a certain  date,  worked  until  it 
was  worn  out,  and  then  scrapped. 

13.705.  Why  is  that?— I think  the  answer  is,  or  so 
I am  told,  that  the  books  are  not  kept.  Not  long 
ago  we  had  an  appeal  before  us ; it  was  a brewers 
appeal,  and  I myself  had  known  this  brewery  for  55 
years.  They  were  raising  a question  of  depreciation, 
and  we  wanted  to  ascertain  what  was  the  real  length 
of  life  of  the  machinery  in  this  brewery.  I thought 
to  myself,  now  we  shall  be  able  to  get  some  definite 
information,  because  I know  this  brewery  has  been 
in  existence  for  many  years.  Well,  we  could  not. 
They  estimated  the  life  of  the  steam  engine  at  25 
to  30  years.  I asked  “ when  was  this  particular 
steam  engine  put  in?  ” They  told  me.  I said: 
“ was  that  to  replace  another  one  that  was  worn 
out?”  They  said  “yes.”  Then  I said:  “when 
was  that  one  put  in?”  They  said  they  would  make 
inquiry,  and  the  answer  we  got  was  that  the  old 
books  were  no  longer  in  existence,  and  they  could  not 
tell  us. 

13.706.  Part  of  the  difficulty  is  that  the  book  value 
of  the  plant  and  machinery  of  almost  every  trading 
concern  has  practically  no  relation  to  the  Income 
Tax  value  from  year  to  year? — That  is  so. 

13.707.  That  is,  they  may  write  off  more  depre- 
ciation than  the  Inland  Revenue  allow,  and  they 
may  charge  to  revenue  and  never  capitalise  items 
which  the  Inland  Revenue  disallow  ?— Just  so. 
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13.708.  Tlie  result  is  that  after  a few  years  the 
gap  widens  between  the  two  values,  and  when  you 
have  to  go  back  twenty  years  it  is  almost  impossible 
to  do  it.  Do  you  think  it  will  ever  be  any  different  P 
— I am  afraid  not;  but  you  see  the  difficulty  we  are 
in  now.  We  have  engineers  and  experts  oome  up,  and 
we  have  been  told  over  and  over  again  that  the 
life  of  a steam  engine  generating  power  in  a brewery 
or  anything  else  ought  not  to  be  put  at  more  than 
somewhere  between  20  or  30  years.  Now,  in  the 
“ Times  ” of  a few  days  ago,  in  connection  with  the 
James  Watt  Centenary,  I read  this  statement: 
“ James  Watt  died  in  August,  1819.  The  Watt 
engines  from  Soho  were  powerful,  efficient  and  trust- 
worthy machines;  many  of  them  are  still  in  opera- 
tion, even  within  the  boundaries  of  the  City  of 
London,  and  one  in  good  order  was,  within  ten 
years — no  more — removed  from  the  basement  of  the 
Bank  of  England.” 

13.709.  Mr.  McLintock:  I quite  agree;  I had  to 
investigate  the  life  of  a wagon,  some  years  ago,  and 
all  we  could  discover  was  the  nameplate. 

13.710.  Mr.  Mackinder : How  would  you  get  a 
period  in  the  case  of  an  engine  working  168  hours 
a week  the  year  round  in  a chemical  atmosphere ; you 
would  not  expect  it  to  last  that  time,  would  you? — 
No,  I should  think  probably  not. 

13.711.  Mr.  Birley : Of  course,  they  do  not  build 
6team  engines  to-day  like  James  Watt’s. 

13.712.  Mr.  McLintock : On  the  question  of  balance 
sheets,  your  experience  to-day  is  that  it  is  an  almost 
invariable  rule  that  if  a balance  sheet  and  trading 
account  exist  there  is  no  difficulty  in  getting  them? 
— Yes. 

13.713.  And  there  is  very  little  resistance  by 
accountants,  for  instance,  to  produce  the  balance 
sheet  as  well  as  the  trading  account? — Compara- 
tively, I think  I might  say.  I think  absolutely  we 
get  fairly  constant  objections  even  now,  but  cer- 
tainly in  the  large  majority  of  cases  there  is  not  any 
difficulty. 

13.714.  Just  one  further  suggestion  on  wear  and 
tear.  You  suggest  that  the  scrap  value  should  be 
settled  by  the  Commissioners? — I do  not  know  in 
what  other  way  it  is  to  be  dealt  with,  but  I do  not 
know  that  it  would  affect  my  suggestion  if  it  were 
fixed  by  the  taxpayers. 

13.715.  I agree  with  you. — I do  not  think  it  really 
matters  whether  the  taxpayer  fixes  it  or  whether 
the  Commissioners  fix  it,  provided  the  rest  of  mv 
suggestions  were  allowed  free  play. 

13.716.  I suppose  you  agree  that  if  there  was  a 
considerable  extension  of  appeals  to  a body  like  the 
present  Special  Commissioners  it  would  need  to  be 
very  largely  augmented? — Undoubtedly. 

13.717.  And  would  it  not  also  be  better  to  have, 
as  part  of  your  body,  someone  more  skilled  in 
accounts? — Yes,  he  would  be  very  welcome. 

13.718.  It  largely  turns  on  questions  of  accounts 
in  many  appeals  how? — It  does.  I think  I ought  to 
say  this.  Some  of  us  are  conceited  enough  to  think 
that  after  many  years’  experience  we  do  know  some- 
thing of  accounts. 

13.719.  I agree;  but  the  accessions  to  the  body 
will  not  have  that  experience? — I entirely  agree  with 
the  suggestion  that  it  is  very  desirable  that  there 
should  be,  at  any  rate,  one  chartered  accountant 
who  should  be  a Special  Commissioner. 

13.720.  Mr.  Manville : Just  to  put  right  the  steam 
engine  question,  which  you  have  been  criticising,  I 
suggest  to  you  that  in  the  days  when  engines  of  the 
type  that  Watt  originally  made  were  constructed, 
they  were  made  to  run  at  very  slow  speeds,  at  very 
light  steam  pressures,  and  had,  as  you  suggested,  a 
life  which  was  almost  unlimited? — Yes. 

13.721.  But  perhaps,  like  the  way  in  which  we  our- 
selves live  to-day,  as  compared  with  the  way  people 
lived  then,  steam  engines,  like  steam  engine  users, 
are  of  an  entirely  different  construction  to-day ; they 
run  at  very  high  speeds,  at  very  high  steam  pressures, 
and  have  an  infinitely  greater  rate  of  depreciation? 
— Certainly.  I might  say  that  personally  I have  never 
attempted  to  base  a wear  and  tear  allowance  on  a 
theory  of  a hundred  years’  life  for  a steam  engine. 

13.722.  Mr.  Synnott:  Could  you  not  get  informa- 
tion about  engines  from  railway  companies  who  do, 


I think,  keep  accurate  accounts  of  those  matters? — 
They  would  be  mostly  locomotives,  would  they  not? 

13.723.  Yes,  but  they  have  a great  many  stationary 
engines  too. — As  a matter  of  fact,  that  has  never 
occurred  to  me,  but  possibly  we  might. 

13.724.  I wish  to  ask  you  about  something  specially 
relating  to  Ireland.  You  have  no  local  office  in  Ire- 
land or  resident  Special  Commissioners? — With  the 
exception  of  one  who  is  alluded  to  in  paragraph  3 of 
my  evidence-in-chief,  the  Solicitor  to  the  Inland 
Revenue  for  Ireland.  He  holds  the  appointment  of 
a Special  Commissioner,  but  he  does  nothing,  and  we 
have  no  office  of  our  own  either  in  Dublin  or  in  any 
other  part  of  Ireland. 

13,725  In  paragraph  73,  you  say:  “Income  Tax. 
Ireland.  Schedule  D and  E assessments.”  As  a 
matter  of  fact  you  deal  with  appeals  under  all  the 
Schedules  ? — Yes. 

13.726.  Therefore  it  is  much  wider  than  would 
appear  from  the  heading? — Yes. 

13.727.  Then  turning  to  the  fourth  table  in  para- 
graph 10,  I observe  the  number  of  appeals  listed 
for  hearing  in  Ireland  in  1918-19  were  2,149;  that 
is  a very  much  larger  number  of  cases  than  from  the 
rest  of  the  United  Kingdom  ? — Yes. 

13.728.  I suppose  many  of  those  would  be  farmers’ 
appeals? — They  would  be  mainly  little  shopkeepers’ 
appeals,  grocers  and  licensed  victuallers,  but,  of 
course,  it  would  include  a certain  number  of  farmers’ 
appeals. 

13.729.  Are  you  prepared  to  suggest  that  you  should 
have  a local  office  and  resident  Commissioners,  in  view 
of  that  fact? — I am  very  strongly  tempted  to,  per- 
sonally. 

13.730.  Aa  a matter  of  fact,  how  many  Special 
Commissioners  do  go  to  Ireland?  You  need  not  tell 
me  now,  if  you  will  give  me  the  information  later 
on? — I have  brought  with  me  a statement  that  I 
thought  you  might  like  to  see ; I think  it  would  give 
you  the  information  you  want.  You  will  see  we 
invariably  commence  appeals  at  a certain  place  on 
the  first  Thursday  in  September;  and  that  is  the 
same  all  through ; certain  appeals  come  on  a Monday, 
and  certain  on  a Tuesday,  and  so  on.  We  find  that 
useful,  because  people  know  exactly  beforehand  when 
to  expect  the  Commissioners. 

13.731.  I observe  that  there  are  two  Special  Com- 
missioners; apparently  they  take  it  in  turn 
alternately  for  several  months.  I observe  that  they 
begin  on  September  4th,  and  they  finish  up  on 
December  10th.  If  a taxpayer  wants  to  appeal 
against  an  assessment  which  he  has  presented  to  him 
in  January,  he  has  got  to  wait  till  September  to  be 
heard,  and  if  he  lives  in  Dublin,  he  has  got  to  wait 
really  for  eleven  months.  Is  that  so? — Practically 
there  are  no  assessment  notices  delivered  in  January. 
The  great  bulk  of  the  notices,  with  the  exception  of 
a chance  additional  assessment,  are  delivered  long 
prior  to  the  dates  of  the  appeal  sittings.  Those 
dates  are  fixed  so  as  to  give  a reasonable  time  for  a 
taxpayer  to  consider  whether  he  will  appeal,  and 
to  prepare  for  his  appeal  after  he  has  received  the 
notice. 

13.732.  Take  a man  in  Dublin  who  perhaps  gets  his 
assessment  in  November ; unless  he  hurries  up  and 
gets  in  his  appeal  before  December,  he  has  got  to 
wait  for  another  twelve  months,  has  he? — I should 
say  that  practically  there  is  not  such  a thing  as  a 
man  not  getting  his  notice  till  November.  There 
ought  not  to  be. 

13.733.  You  deal  with  cases,  you  have  just  told  us, 
under  Schedule  B.  Is  there  any  one  member  of  your 
Special  Commissioners  who  has  experience  of  agricul- 
ture and  agricultural  accounts  and  the  system  of 
agriculture? — No.  Of  course,  having  for  many  years 
been  accustomed  to  see  these  accounts,  one  gets  to  a 
certain  extent  used  to  them ; but  there  is  no  member 
of  the  body  with  any  practical  experience  in  the  way 
of  agriculture. 

13.734.  We  know  that  with  the  extended  cultiva- 
tion of  flax,  and  the  extended  use  of  machinery  and 
so  on,  the  system  of  agriculture  has  very  largely 
changed  in  Ireland.  How  do  the  Surveyors  and 
these  Special  Commissioners  deal  with  such  a ques- 
tion as  the  allowances  to  be  made  for  machinery,  for 
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horses,  and  for  the  ordinary  expenses  of  a farm? 

With  regard  to  making  the  assessments,  that  is  fixed 
by  Act  of  Parliament,  because  they  are  simply 
charged  on  twice  the  annual  value. 

13.735.  But  then  the  farmer  can  appeal;-  Then  if 
he  appeals,  we  go  by  his  accounts. 

13.736.  If  he  chooses  to  submit  to  twice  the 

annual  value  no  question  arises  at  all,  but  when 
I say  Schedule  B,  I mean  when  a man  says:  “ I 

will  either  go  under  Schedule  B or  I will  appeal 
under  the  special  section,”  then  the  question  arises? 
— 1 see  no  special  difficulty  in  farm  accounts,  any 
more  than  in  any  other  accounts.  If  they  are 
properly  kept,  they  speak  for  themselves. 

13.737.  Perhaps  you  will  produce  to  the  Com- 
mission the  form  of  appeal  under  Schedule  B for 
farmers’  appeals.  The  Commission  will  judge  as  to 
whether  an  ordinary  reasonable  man  (I  do  not  speak 
of  experts)  would  know  how  much  an  account  is 
to  be  made  up.  However,  that  is  your  answer.  Now 
with  regard  to  the  assessment  by  Surveyors;  we  had 
evidence  from  another  witness  as  to  the  number  of 
Surveyors  in  Ireland.  Perhaps  you  do  not  know  this 
personally,  but  is  it  not  a fact  that  many  of  the 
Surveyors  live  in  Dublin,  say,  and  they  deal  with 
cases  over  a 50  mile  radius  from  Dublin,  and  make 
all  the  assessments,  and  not  only  make  the  assess- 
ments, but  choose  the  persons  who  are  to  be  assessed, 
which  is  perhaps  even  more  important.  Is  not  that  a 
fact?— I do  not  know  whether  any  Dublin  district 
would  go  so  far  as  that ; but  I know  that  when  I was 
Surveyor  at  Cork,  many  years  ago.  I had  a district 
that  was  120  miles  long  by  60  miles  broad 

13.738.  Is  it  satisfactory  for  anybody  under  the 
Inland  Revenue,  or  the  person  assessed,  that  in  re- 
gard to  questions  between  a taxpayer  and  the  assess- 
ing authority,  a man  should  have  to  travel  30  or  40 
miles  even,  to  have  a conversation  on  the  matter.  Is 
that  satisfactory? — From  a taxpayer’s  point  of  view, 
I should  think  not. 

13.739.  But  is  it  satisfactory  from  the  point  of  view 
of  the  Inland  Revenue?  How  can  the  Surveyor  possi- 
bly know  who  are  the  proper  persons  to  assess,  and 
the  amount  of  the  assessment,  in  small  country  towns, 
where  perhaps  new  businesses  have  been  erected  and 
new  people  have  come  in?— There  is  no  doubt  that  if 
you  could  have  a Surveyor  in  every  little  town,  it 
W°Ui  \i>e  m°re  convP;ient  to  the  public,  and  it  would 
probably  mean  additional  revenue.  Whether  that  is 
possible  or  not,  I cannot  say. 

13.740.  I do  not  want  to  put  it  too  strongly  from 
the  point  of  view  of  the  Inland  Revenue,  but  has  not 
the  taxpayer  a grievance  that  he  has  to  go  up  by 
train — and  in  fact  make  an  appointment  with  the 
Surveyor— to  Kilkenny,  or  Cork,  or  Dublin,  or 
Belfast,  before  he  can  discuss  the  question  of  his 
assessment? — I should  have  thought  so. 

13.741.  Perhaps  you  will  consider  how  that  can  be 

remedied.  There  are  two  appeals.  There  is  an  appeal 
from  the  assessment  to  you  as  Special  Commissioners, 
and  then  there  is  a second  appeal  to  the  County  Court 
judge?— Yes.  ‘ 

13.742.  Is  that  a rehearing ; that  is  to  say,  can  you 
call  fresh  evidence,  or  must  you  take  the  facts  as 
stated  by  the  Surveyor?— That  would  be  for  the 
County  Court  judge  to  decide.  The  rehearing  would 
be  before  the  County  Court  judge. 

13.743.  There  is  no  rehearing  before  you? No; 

ours  is  the  first  hearing.  We  hear  the  appeal,  and  the 
County  Court  judge  has  statutory  power  to  rehear  it. 

13.744.  When  you  say  it  is  an  appeal— can  a tax- 
payer appeal  to  you  on  a question  of  fact,  as  well  as 
on  a question  of  law?— Certainly,  and  to  the  County 
Court  judge. 

13, 7«.  In  paragraph  82,  you  suggest  that  in  many 
cases  the  taxpayer  puts  down  a notice  of  appeal  to 
yon,  the  Special  Commissioners,  and  he  does  not 
appear,  and  then  it  goes  before  the  County  Court 
nidge.  You  say  in  such  a case,  if  he  does  not  appear 
efore  you,  he  .ought  not  to  have  power  to  go  to  the 
ount'y  Court  judge  at  all.  Is  that  what  you  suggest 
in  paragraphs  82  and  83?  Would  not  a way  out  be 
this  : that  a taxpayer  should  have  a right  to  appeal 
either  to  you  or  to  the  County  Court  judge?— 1 


suggest  that  is  one  way;  I suggest  to  the  Commis- 
sion ■ that  either  that  should  be  done,  or  else  the 
present  position  of  the  law  should  be  made  clear. 

13.746.  It  turns  on  the  other  question.  If  your 
Commissioners  do  not  sit  from  January  to  September 
the  County  Court  judge  will  have  two  sittings  in  that 
time? — But  the  taxpayer  is  not  at  all  anxious.  Pro- 
vided he  is  not  called  upon  to  pay,  the  longer  we  wait 
the  better. 

13.747.  Do  you  not  think  they  prefer  to  have  it 
settled  at  once? — I have  not  found  that. 

13.748.  Does  not  the  Surveyor  ask  him  to  pay  some- 
thing on  account  and  to  leave  the  disputed  matter  ? — 
No,  the  whole  thing  stands  over. 

13.749.  A man  appeals  on  £5  although  it  is  a ques- 
tion of  £200,  and  the  whole  thing  stands  over? — Of 
course  that  is  a very  exceptional  thing  in  Ireland. 
The  probability  in  Ireland  is  that  it  is  only  a question 
of  a few  pounds  altogether. 

13.750.  I think  you  are  exaggerating.  I think  in 
Belfast  and  Dublin  you  go  into  hundreds  of  thousands  ? 
—Yes,  that  is  right  enough,  but  as  a matter  of  fact 
there  is  no  such  delay,  because  those  dates  are  fixed 
so  as  to  allow  for  plenty  of  time  after  a man  gets 
his  notice  of  assessment. 

13.751.  With  regard  to  your  powers,  paragraph  84, 
I do  not  exactly  understand.  You  wish  to  have  the 
power  to  receive  oral  evidence  as  well  as  evidence  by 
affidavit? — Yes.  That  suggestion  is  wholly  and  exclu- 
sively out  of  consideration  for  the  public — not  for  us. 

13.752.  I may  say  I absolutely  agree.  Now  about 
settlements — that  is  paragraph  39 — on  the  point  about 
the  revocable  or  irrevocable  deed.  Following  up  Mr. 
McLintock’s  question,  would  you  include  in  both  cases 
this  principle : that  a parent  should  pay  Income  Tax 
on  income  although,  whether  by  revocable  deed  or  by 
irrevocable  deed,  he  had  parted  with  it  and  could  not 
touch  it  while  the  deed  stood?  Supposing  by  either 
deed,  revocable  or  irrevocable,  it  was  provided  that 
the  income  should  go  to  some  other  person  or  should 
go  to  trustees,  do  you  say  in  that  case,  where  the 
settlor  cannot  touch  the  income,  that  he  should  pay 
Income  Tax  on  that? — In  so  far  as  regards  one  of  his 
own  children  who  was  legally  an  infant. 

13.753.  It  is  no  longer  his  income. — No,  but  my 
view,  for  what  it  is  worth,  is  that  a man  should  not 
be  allowed  to  divest  himself  in  favour  of  a child  of 
his  own  in  that  way. 

- 13,754.  Because  he  is  under  legal  liability  to  sup- 

port the  child  ? — Yes. 

13.755.  Assume  he  complies  with  that  legal  liability ; 
he  has  to  support  that  child  out  of  other  income,  has 
he  not?  I do  not  see  the  relevance  of  that  matter. 
Is  not  the  general  principle  of  the  Income  Tax  that 
it  must  be  the  income  of  the  taxpayer  in  question? 
Are  you  not  departing  from  that  principle  altogether  ? 
— I should  not  allow  the  parent  to  escape  Income  Tax 
by  divesting  himself  of  money  in  favour  of  a child 
under  age. 

13.756.  Even  if  the  parent  has  other  means  to  sup- 
port the  child  and  does  support  the  child  ?— I should 
make  no  difference. 

13.757.  Your  principle,  if  it  is  right,  should  logically 
apply  to  cases  whether  there  are  children  or  not. 
Would  you  apply  it  to  any  case  where  a man  divested 
himself  of  his  income  by  an  irrevocable  deed  ?— No. 

13,758  But  you  are  going  into  questions  outside 
the  Income  Tax,  are  you  not?— No  doubt  it  does  go 
into  questions  outside  the  Income  Tax. 

13.759.  There  may  be  some  argument  in  the  case  of 
a revocable  deed,  because  it  may  be  suggested  that 
that  is  done  merely  to  escape  duty,  or  may  be  done; 
but  surely  you  require  something  more  to  make  it  a 
sound  argument  in  regard  to  an  irrevocable  deed, 
where  income  has  gone,  that  the  man  should  pay 
tax  on  that  ?— It  is  only  my  opinion,  but  I adhere  to 
it,  such  as  it  is. 

13.760.  You  are  aware,  of  course,  that  Estate  Duty 
is  payable  on  that  property  made  away  if  the  settlor 
dies,  I think  within  five  years?— 1 do  not  know  what 
the  law  is. 

13.761.  Mr.  Kerly : Three  years. 

13.762.  Mr.  Synnott : I thought  it  was  extended  to 
five  years  now?— I thought  it  was  three. 
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13.763.  Mr.  Pretyman : Three  years. 

13.764.  Mr.  Synnott:  You  want  it  to  apply  both 
ways  ? — This  is  my  view  of  it : I should  not  allow  him 
to  do  it. 

13.765.  Mr.  Kerly : Upon  that  point,  it  would  only 
be  carrying  a little  further  the  common  purse  doctrine 
which  is  applied  in  the  case  of  husband  and  wife? — 
Yes. 

13.766.  How  many  appeals  under  Schedule  D rela- 
tively come  to  you  and  come  to  the  General  Com- 
missioners?— I have  no  idea. 

13.767.  Are  there  many  more  to  the  General  Com- 
missioners than  to  you?— The  General  Commissioners 
throughout  the  whole  country,  you  mean? 

13.768.  Yes? — A great  many  more;  I think  I am 
quite  safe  in  saying  that. 

13.769.  Do  the  more  important  appeals,  taking 
them  as  a class,  come  to  you? — I should  think  that 
we  have  a far  greater  percentage  of  really  important 
cases  than  come  before  the  General  Commissioners. 

13.770.  May  I say  that,  judging  from  my  know- 
ledge of  the  Bar,  the  present  Special  Commissioners 
have  given  great  satisfaction,  and  that  appeals  to 
them  are  regarded  as  likely  to  be  thoroughly  well 
considered  and  thoroughly  well  decided? — Thank  you. 

13.771.  Now,  supposing  an  appeal  to  Special  Com- 
missioners in  some  form  or  other  were  substituted 
for  all  appeals  to  General  Commissioners,  that  would 
require  that  the  body  should  be  largely  increased? — 
Yes,  very  largely. 

13.772.  It  would  be  necessary  to  have  more  local 
sittings? — Yes. 

13.773.  Do  you  think  it  would  be  practicable  to 
work  the  local  sittings  of  the  Special  Commissioners 
with  legal  assessors;  I do  not  mean  assessors  in  the 
Revenue  sense,  but  in  the  judicial  sense? — I really 
have  not  given  that  matter  any  careful  thought.  Of 
course,  it  would  be  a very  extensive  change.  I might 
say  that,  as  it  is,  the  Special  Commissioners  have  a 
circuit  all  over  England  very  similar  to  that  circuit 
I have  given  you  with  regard  to  Ireland. 

13.774.  They  do  at  present  hold  local  sittings? — 
Yes. 

13.775.  You  have  told  us  what  the  pay  of  the 

Special  Commissioners  is  at  present.  Is  there  any 
pension? — Yes.  . 

13.776.  But  there  is  no  settled  practice  by  which 
they  are  appointed  from  any  particular  profession? 

13.777.  Can  you  express  any  opinion  as  to  whether 
it  would  be  a preferable  appointment  if  the  appoint- 
ment were  a joint  one  of  the  Treasury  and  the  Board 
of  Inland  Revenue?— It  is  merely  surmise  on  my 
part,  but  I should  imagine  that  in  practice  the  Board 
of  Inland  Revenue  is  consulted. 

13  778.  You  make  certain  proposals  as  to  allowance 
for  wear  and  tear? — I do  not  think  I am  divulging 
anything  that  I ought  not  to  divulge  in  connection 
with  your  last  question  when  I say  thait  I was  told 
—no  doubt,  it  was  more  or  less  a confidential  matter 

but  I was  given  to  understand  not  so  very  long  ago 

that  the  ideal  that  the  Board  of  Inland  Revenue  had 
with  regard  to  Special  Commissioners  was  that  of 
the  seven  it  was  desirable  that  not  more  than  three 
should  be  men  who  had  held  office  in  the  Inland 
Revenue  Department  and  that  four  of  them  should 
be  men  who  possessed  legal  or  other  qualifications  and 
were  drawn  from  quite  outside  the  Inland  Revenue 
Department. 

13  779.  There  is  an  understanding  something  to 
that’  effect?— It  is  not  quite  possible  always  to  do 
that,  but  that  is,  I believe,  the  ideal  that  is  aimed 
at  at  present. 

13.780.  Some  of  the  work  of  the  Special  Commis- 
sioners is  administrative  and  some  of  it  is  judicial  ? 

13.781.  Have  you  found  in  practice  that  there  is 

any  inconsistency  in  the  same  men  being  partly  ad- 
ministrators and  partly  sitting  judicially?— Not  in 
practice.  . . 

13.782.  When  an  assessment  is  made  by  the  Special 
Commissioners  to  whom  is  the  appeal  ?— To  the  Special 
Commissioners,  and,  so  far  as  regards  Income  Tax, 
there  is  nothing  to  prevent  the  appeal  being  heard 
by  the  two  men  that  signed  the  assessment;  in  fact 
for  many  years  within  my  own  recollection  there 


were  only  three  Special  Commissioners  in  existence; 
therefore  it  was  impossible  to  provide  two  men  to  sign 
the  assessment  and  other  two  men  to  hear  the  appeal. 
But  with  regard  to  Super-tax  there  was  a promise 
made  on  the  floor  of  the  House  of  Commons,  and 
that  promise  has  been  most  religiously  observed  by 
us,  that  in  no  case  should  a Super-tax  appeal  be 
heard  by  Commissioners  who  had  signed  the  assess- 
ment. We  endeavour  never  to  have  an  Income  Tax 
appeal  heard  by  the  same  Commissioners,  although  as 
a matter  of  fact  it  may  be  that  certainly  the  second 
Commissioner  who  signs  the  assessment  has  probably 
done  it  just  as  a matter  of  routine. 

13.783.  So  that  unless  you  are  able  to  make  changes 
from  within  your  body  the  real  difference  between 
the  assessment  and  the  appeal  is  that  the  appeal  is 
really  confirming  the  assessment  after  hearing  ob- 
jections ? — Yes. 

13.784.  Can  you  tell  me  on  what  fund  the  salaries 
of  the  Commissioners  are  charged?  Do  you  know? — 
They  come  out  of  the  Inland  Revenue  vote,  I think. 

13.785.  One  word  about  wear  and  tear.  Do  you 
propose  that  the  allowance  in  respect  of  particular 
machinery  should  apply  to  the  machinery  which  is 
first  installed  when  a mill,  say,  is  set  up? — Yes. 

13.786.  As  part  of  the  original  capital? — Yes. 

13.787.  That  is  your  proposal? — Yes. 

13.788.  Mr.  Pretyman : In  your  paragraph  70, 
about  appeal  accounts,  you  suggest  that  as  a court 
of  appeal  you  should  have  the  power  to  ask  for  any 
information  you  require,  and  you  state  that  as  a 
rule  that  information  is  willingly  given? — Yes. 

13.789.  But  that  you  ought  to  have  the  power, 
particularly  in  regard  to  balance  sheets,  to  obtain 
it? — Yes. 

13.790.  And  that  that  power  is  not  given  to  you. 

I may  say  I quite  agree.  We  have  had  it  in  evidence 
before  us  that  the  Board  of  Inland  Revenue  desire 
the  same  power  in  the  first  instance;  that  is,  that 
they  should  have  statutory  power  to  call  for  accounts 
even  in  excess  of  the  powers  they  now  have  under 
the  Excess  Profits  Duty  Acts.  We  had  it  in  evidence 
yesterday  that  it  should  even  go  .so  far  that  they 
should  be  entitled  to  have  a stocktaking  of  their 
own  or  a stocktaking  under  their  supervision.  That 
would  not  be  on  appeal;  that  would  be  for  assess- 
ment?—Yes.  4.  xl.„+0 

13.791.  Can  you  give  me  your  opinion  about  tnarr 
Assuming  that  the  Commissioners  agree  that  on 
appeal  there  should  be  a right  for  you,  as  the  appeal 
court,  to  call  for  all  this  intimate  information,  do 
you  think  that  that  power  should  be  given  in  the 
first  instance  to  the  same  extent  to  the  Inland 
Revenue?— I think  it  would  enormously  facilitate 
making  correct  assessments. 

13.792.  Obviously  it  would.  On  the  other  hand, 

Ls  it  desirable,  from  the  point  of  view  of  public  con- 
fidence. that  that  information,  which  would  be  re- 
garded to  some  extent  as  inquisitorial,  should  in  the 
first  instance  be  obtainable  by  the  taxing  authority 
or  that  it  should  only  be  obtainable  on  appeal. 
What  is  your  view? — Personally  I think  it  should  be 
obtainable  in  the  first  instance  by  the  Revenue 
authorities.  , „ 

13.793.  Then  it  would  not  be  required  any  further:' 

.The  only  case  in  which  we  should  want  it,  in  that 

event,  would  be  in  the  few  instances  in  which  the 
Revenue  requirements  had  not  been  met. 

13.794.  Then  as  to  the  question  of  settlements, 
revocable  and  irrevocable.  You  have  been  questioned 
about  irrevocable  deeds,  and  you  have  given  your 
answer  about  that;  but  do  you  think  that  such  a 
nrovision  as  you  suggest  here  _ would  be  effective. 
Supposing  that  (5)  in  your  section  39  were  enacted, 
why  need  the  parent  make  the  settlement  himself  r 
Why  cannot  a third  party  make  it?— You  mean 
that  the  parent  might  agree  with  a friend  that  the 
parent  would  give  the  friend  £1,000  or  £10,000  and 
the  friend  would  make  the  settlement?  _ 

13.795.  Exactly.— I should  like  to  say  in  the  first 
place  that  I fully  recognize  that  in  making  this 
suggestion  I have  no  right  to  claim  that  my  opinion 
on  this  matter  is  worth  any  more  than  the  opinion 
of  any  other  man  in  the  street;  but  if  it  were  con- 
sidered right,  I take  it  that  it  would  be  necessary 
to  give  a power  somewhat  similar  to  the  power  which 
I believe  is  at  present  possessed  by  the  Estate  Vnty 
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Office  in  connection  with  the  rendering  of  an  account 
of  an  estate  for  settlement  of  Death  Duties.  I 
think  they  are  entitled  to  a6k  and  to  insist  on 
replies  to  questions  as  to  what  has  been  done,  if  any- 
thing, in  the  way,  for  instance,  of  gifts  within  the 
preceding  three  years ; and  I think  you  could  not 
carry  this  out  unless  we  had  power  to  call  upon  a man. 
to  state  whether  there  had  been  anything  done,  either 
directly  or  indirectly,  in  the  way  of  a settlement. 

13.796.  I think  that  is  quite  a different  thing,  if  I 
may  venture  to  say  so.  Where  an  estate  has  got  to 
be  cleared  for  Death  Duties  there  the  State  has 
power  over  the  whole  thing,  and  it  is  only  by  the 
authority  of  the  State  that  the  successor  can  take 
possession  of  any  of  the  property  ?- -Yes. 

13.797.  You  are  in  a totally  different  position. 
You  are  here  in  order  to  remedy  what  you  consider 
to  be  an  avoidance  which  you  wish  to  put  right.  I 
use  the  word  “ avoidance”  deliberately.  You  think 
it  ought  to  be  made  impossible  to  avoid  payment  of 
Super-tax  in  this  way,  and  you  suggest  a remedy.  I 
am  not  questioning  the  morality  of  your  suggestion ; 
I am  only  questioning  its  practicability,  and  to  see 
where  it  is  going  to  carry  you.  Let  us  take  the  case 
of  a parent  who  has  a family,  with  one  son  of  age, 
and  who  desires  to  execute  an  irrevocable  deed  for 
the  benefit  of  his  younger  children.  He  is  faced  with 
legislation  on  the  lines  of  this  paragraph  39  (b). 
There  is  no  reason  whatever  why  he  should  not 
transfer  a sum  of  money  to  his  eldest  son  in  his  life- 
time. If  he  dies,  that  would  be  subject  to  Death 
Duties,  I admit,  but  that  is  another  point  altogether. 
Surely  you  do  not  suggest  that  it  is  possible  that  in 
the  lifetime  of  living  persons  you  are  going  to  in- 
vestigate as  to  whether  A.  has  handed  a certain  sum 
to  B.  You  would  have  no  means  of  getting  at  it. 
The  settlement  is  then  made  by  the  eldest  son  for  the 
benefit  of  his  brothers  and  sisters.  How  are  you 
going  to  get  at  that?  Is  it  right  that  you  should 
investigate  that  sort  of  thing?  It  seems  to  me  to  be 
impossible? — I can  give  no  other  answer  than  this: 
that  if  you  are  considering  the  Super-tax  liability 
of  the  father,  in  my  opinion  it-  would  be  possible  to 
call  upon  him  to  state  whether  he  had  directly  or 
indirectly  parted  with  money  for  the  purpose  of 
his  children  for  the  time  being  under  age.  In  the 
case  you  have  mentioned,  if  the  father  answered 
truly  he  would  say:  “Yes,  I have  given  my  eldest 
son  £1,000  in  order  that  he  might  settle  it  on  his 
younger  brothers  and  sisters.” 

13.798.  It  need  not  be  the  eldest  son ; it  may  be 
to  somebody  else? — Well,  to  anybody  else.  Whether 
or  not  it  is  advisable  to  do  that,  of  course,  is  for 
the  Commission. 

13.799.  Mr.  Armitag e-Smith : May  I ask  one 
question  in  order  to  clear  up  the  status  of  the  Special 
Commissioners.  I think  you  and  your  colleagues  are 
appointed  by  the  Lords  of  the  Treasury? — Yes,  by 
the  Lords  of  the  Treasury. 

13.800.  Who  are  also  the  ministerial  heads  of  the 
Inland  Revenue  Department.  The  Board  of  In- 
land Revenue  is  subject  to  the  Loi'ds  of  the 
Treasury? — I take  it  that  it  would  be  so.  Of  course 
I cannot  speak  as  an  expert  upon  that,  bocause  I do 
not  know. 

13.801.  I merely  put  that  point  because  a sug- 
gestion was  made  that  there  might  be  a joint  appoint- 
ment between  the  Inland  Revenue  and  the  Treasury. 
Secondly,  you  are  appointed  under  an  Order  in 
Council  of  January,  1910? — I am  afraid  I do  not 
remember. 

13.802.  You  are  paid  salary  out  of  an  annual 
vote  of  Parliament? — Yes,  the  Inland  Revenue  vote,. 

13.803.  An  annual  vote  of  Parliament? — Yes. 

13.804.  Not  the  Consolidated  Fund? — No. 

13.805.  Your  tenure,  like  that  of  any  other  civil 
servant,  is  at  the  pleasure  of  the  Crown? — Yes. 

13.806.  You  have  no  life  tenure? — No. 

13.807.  You  hold  at  pleasure? — Yes. 

13.808.  And  you  are  pensionable  under  the  Civil 
superannuation  Acts,  1834  to  1914?— Yes. 

13.809.  Which  confer  no  legal  right  to  pension  at 
all? — No. 

13.810.  Although  your  status  is,  therefore,  fully  that 
of  a professional  civil  servant,  you  perform  judicial 
functions? — Yes. 
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13.811.  Are  you  aware  of  any  precedent  for  judicial 
functions  of  the  importance  of  those  discharged  by 
your  body  being  discharged  by  civil  servants  appointed 
and  paid  and  pensioned  in  that  manner  with  that 
tenure? — No,  so  far  as  I know  there  is  nothing  else 

■ like  it  at  all. 

13.812.  Chairman : Have  you  any  suggestion  to 

make  whereby  you  may  become,  if  you  can,  more 
efficient?— No,  I think  not,  my  lord.  1 should  just 
like  to  say  one  thing.  I have  sometimes  heard  it 
suggested  that  we  are  more  or  less  under,  I will  not 
say  exactly  the  orders,  but  under  pressure  from  the 
Board  of  Inland  Revenue.  Now  I have  only  got  to 
say  this.  As  I state  in  my  evidence,  by  far  the  most 
important  part  of  our  work  is  appeal  work;  the  rest 
is  comparatively  unimportant,  because  it  is  all  subject 
to  appeal  and  can  be  put  right  if  there  is  anything 
wrong.  Now  I want  most  emphatically  to  say  that 
during  the  whole  time  that  I have  been  connected 
with  the  body  of  Special  Commissioners,  although  in 
scores  and  hundreds  of  cases  I have  given  decisions 
against  the  Revenue,  I have  never  once  had  the 
slightest  attempt  made,  either  directly  or  indirectly, 
to  influence  my  decision,  by  or  on  behalf  of  the  Board 
of  Inland  Revenue. 

13.813.  Chairman : I am  glad  you  have  said  that, 
because  I think  in  justice  to  yourself  that  you  should 
say  it. 

13.814.  Mr.  Marks : By  whom  is  the  amount  of 
your  salary  regulated,  and  who  determines  if  and 
when  it  shall  be  varied? — So  far  as  I know,  the 
Lords  of  the  Treasury. 

13.815.  Quite  independently  of  the  Inland 
Revenue? — Yes,  I think  so.  May  I mention  one  or 
two  matters,  my  lord,  which  I omitted  to  mention 
in  my  evidence.  The  first  thing  I wanted  to  draw 
attention  to  was  this.  I am  not  sure  it  has 
not  been  mentioned  by  another  witness,  but  as  the 
law  at  present  stands,  wear  and  tear  can  only  be 
given  to  traders.  Now  it  is  a very  constant  cause 
of  complaint  by  medical  men  who  come  before  us, 
that,  whereas  a grocer  can  get  wear  and  tear  allow- 
ance on  his  motor  car,  a doctor  cannot  get  that 
allowance.  My  suggestion  is  that  it  does  not  matter 
whether  it  is  a profession  or  a trade;  if  plant  and 
machinery  is  used,  wear  and  tear  allowance  should 
be  given. 

13.816.  Mr.  "Walker  Clark : Is  it  given  to  a 

dentist? — No,  not  to  a dentist. 

13.817.  Chairman:  That  is  the  suggestion  you 
want  to  put  forward? — Yes. 

13.818.  Mr.  Synnott : Is  a farmer  a trader  for 
that  purpose? — I should  say  yes.  The  second  point 
I wanted  to  allude  to  is  a very  curious  one.  I think 
it  must  be  an  error  or  an  oversight  of  the  draughts- 
man, if  such  a thing  is  possible.  It  is  in  Schedule 
D,  “ Rules  applicable  to  Case  IV.”  Without  going 
through  the  whole  thing,  I might  say  that  that  pro- 
vides, or  is  intended  to  provide,  that  where  a man 
has  income  from  abroad  and  is  charged  foreign  In- 
come Tax  abroad,  his  assessability  here  shall  only  be 
on  what  is  left  of  the  foreign  income  after  the  foreign 
State  has  taken  the  Income  Tax  out  of  it.  But  as  it 
is  worded,  if  a man  brings  that  income  into  this 
country  and  does  not  leave  it  abroad  he  cannot 
deduct  the  Income  Tax  that  he  has  paid  abroad.  It 
is  only  deductible  if  he  does  not  bring  it  into  this 
country. 

13.819.  Chairman:  Paid  to  whom?— Take  an 

American  investment  upon  which  a man  is  charged 
and  pays  American  Income  Tax.  If  he  does  not 
bring  that  income  into  this  country — what  there  is 
left  of  it — he  is  assessable  notwithstanding  the  fact 
that  he  has  not  brought  it  into  this  country,  but 
he  is  assessable  only  on  the  net  amount  after  pay- 
ment of  the  American  Income  Tax.  But.  strictly 
construed,  he  is  liable  to  pay  on  the  whole  thing 
including  the  Income  Tax,  if  he  brings  what  there 
is  Left  of  it  into  the  United  Kingdom. 

13.820.  Thank  you.  That  will  be  on  the  notes, 
and  an  examination  will  be  made  of  your  point 
Is  there  anything  else?— The  third  thing  is  this. 
There  is  a very  curious  anomaly  under  Schedule  E. 
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which  I do  not  think  that  any  other  witness  has 
drawn  your  attention  to.  That  is  in  No.  14  of  the 
Fifth  Schedule  to  the  Income  Tax  Act,  1918.  This 
is  a regulation  saying  how  a man  is  to  make  his 
return  under  Schedule  E.  It  says  that  he  is  to 
return  the  profits  of  the  year  of  assessment,  or  of 
the  preceding  year,  or  on  an  average  of  the  three 
preceding  years,  as  the  case  shall  require.  It  does 
not  say  exactly  who  shall  decide  what  the  case  does 
require,  but  a man  may  do  any  one  of  those  things. 
Now  we  will  suppose  that  he  makes  his  return  on 
the  preceding  year.  If  you  will  turn  to  Schedule 
E,  Rule  No.  5 enacts  that  if  during  the  year  the 
man  becomes  entitled  to  further  income  so  that 
the  actual  inoome  of  the  year  exceeds  the  assessment 
or  the  liability  at  the  beginning  of  the  year,  he  has 
to  pay  on  it  by  means  of  an  additional  assessment. 
But  there  is  no  proviso  whatever  to  say  that  if  his 
income  falls  during  the  year  he  can  get  repayment 
on  the  difference.  The  result,  worked  out  in  prac- 
tice, is  this:  that  if  a man,  say,  has  a variable  in- 
come consisting  solely  of  commission,  and  holds  his 
appointment  on  these  terms — I am  going  to  put  a 
very  extreme  case,  suppose  that  one  year  it  is 
£300,  another  year  £3,000,  then  £300,  then  £3,000, 
in  practice  what  does  the  man  do?  Suppose  that 
the  preceding  year  was  £300 ; he  is  entitled  to  re- 
turn £300,  but  the  year  itself  being  £3,000  there  is 
an  additional  assessment  of  £2,700  at  the  end  of  the 
year,  and  that  brings  him  up  to  the  £3,000.  Now 
if  the  preceding  year  was  £3,000  it  is  better  for 
him  to  take  the  average ; but  the  average  would  be 
on  £3,000,  £300,  and  £3,000.  Even  then  he  would 
have  to  pay  on  £2,100,  although  the  income  of  the 
year  was  going  to  be  only  £300;  and  there  is  no 
means  of  getting  back  the  tax  on  the  £1,800. 

13,821.  Mr.  McLintocJc : But  in  practice  that  does 
not  prevail,  does  it?  They  will  always  assess  you 
on  the  income  of  the  year? — I do  not  know  what  may 
be  done.  The  letter  of  the  law  is  as  I say. 


13.822.  They  will  not  give  you  an  average  as  a 
rule? — That  is  the  letter  of  the  law. 

13.823.  Chairman : That  anomaly  you  have  pointed 
out  to  us. — I think  separate  evidence  is  to  be  given 
with  regard  to  separate  assessment  of  husband  and 
wife.  I might  say  that  we  have  found  it  extremely 
inconvenient  not  to  have  power  to  assess  a wife  apart 
from  her  husband.  Unless  the  husband  or  the  wife 
makes  a claim  that  they  shall  be  separately 
assessed,  we  cannot  assess  them  separately.  I 
remember  one  case  where  the  husband  had  £72  a 
year  and  the  wife  had  £39,000  a year.  Now  the 
only  person  we  can  assess  is  the  husband,  and  the 
person  we  can  go  to  for  payment  is  the  husband. 
At  4s.  in  the  £ on  £39,000  there  was  something  like 
£8,000  Super-tax  due;  and  the  poor  husband  was 
liable,  but  he  had  only  got  £72  a year,  and  we  oould 
not  assess  the  wife.  We  did  at  one  time  have  a 
section  which  gave  us  power  to  assess  the  wife  if  for 
any  reason  we  thought  it  was  necessary;  and  I think 
that  still  ought  to  be  the  law.  Then  lastly : I see  a 
considerable  amount  of  evidence  has  been  given  be- 
fore you  with  regard  to  the  question  of  taking  the 
preceding  year’s  profits  instead  of  the  average. 
Now  there  is  one  thing  that  I did  not  see  that  any 
witness  pointed  out  to  you,  and  that  is  this.  Sup- 
posing that  you  start  the  new  system  with  the  year 
1920,  and  you  say  to  a man : “ For  1920  you  shall  bo 
assessed  on  the  profits  of  1919.”  What  I did  not 
see  pointed  out  to  you  was  this : that  as  a matter  of 
fact  those  profits  of  1919  have  not  been  brought 
into  computation  at  all  for  the  purposes  of  assess- 
ment. For  the  year  1919  the  assessment  was  on  the 
average  of  1918,  1917  and  1916.  Therefore  if  you 
take  the  year  1919  for  the  1920  assessment  you  are 
taking  something  which  has  not  been  dealt  with  at 
all  until  that  time  for  the  purposes  of  taxation ; 
and  I cannot  see  that  a man  should  have  any  objec- 
tion to  it. 

13.824.  Chairman:  Thank  you,  Mr.  Howe. 


Mr.  Garnett  and  Mr.  Brierley,  on  behalf  of  the  Federation  of  Master  Cotton  Spinners’  Associations,  Limited, 

called  and  examined. 


The  witnesses  handed  in  the  following  statement  as 
their  evidence-in-chief : — 

The  Federation  desires  to  submit  the  following 
points  for  the  consideration  of  the  Commission : — 

13.825.  (1)  That  depreciation  of  buildings  used  for 
all  manufacturing  purposes  should  be  an  allowable 
charge,  which  at  present  it  is  not.  The  rate  should 
be  2 J per  cent,  per  annum,  and  should  be  based  upon 
the  cost  price,  and  calculated  upon  the  yearly 
diminishing  value.  Owing  to  the  enormous  increase 
in  the  cost  of  the  building  of  a cotton  mill,  which 
is  more  than  twice  the  pre-war  cost,  the  concession 
made  during  the  last  few  years  of  one-sixth  of  the 
annual  value  of  the  mill  premises,  has  become  more 
than  ever  inadequate.  Apart  from  the  justice  of 
allowing  for  depreciation  of  mill  buildings,  which  do 
unquestionably  depreciate,  it  is  in  the  interest  of  the  • 
country  and  for  the  welfare  of  tho  people  that  new 
mills  should  be  built,  therefore  it  is  submitted  that 
it  would  be  unwise  as  well  as  unjust  to  perpetuate 
the  present  system.  Further,  the  Federation  desire 
to  point  out  that  apart  from  any  question  o'f  deprecia- 
tion there  is  a serious  diminution  in  value  of  mills 
built  for  cotton  spinning  purposes,  owing  to  obso- 
lescence of  the  buildings.  Mills  built  30  years  ago 
are  nothing  like  so  economical  to  work  as  a mill 
built  at  the  present  time.  Again,  practically  all 
cotton  spinning  companies  make  an  allowance  for 
depreciation  on  buildings  considerably  more  than  the 
present  allowance  of  one-sixth  of  the  annual  value, 
and  in  these  circumstances  the  Federation  consider 
that  it  is  equitable  as  well  as  sound  finance  that  an 
allowance  should  be  made  for  depreciation  of  build- 
ings. 

13.826.  (2)  With  regard  to  the  allowance  for 
depreciation  of  machinery  and  plant,  the  rates  which 
are  at  present  in  force  would  appear  to  us  to  be  fair, 
taking  into  consideration  tho  fact  that  an  allowance 
can  be  obtained  for  obsolescence  when  the  plant  is 
discarded,  but  the  Federation  ask  that  it  shall  be 
given  legislative  sanction  that  the  amount  represented 


by  the  present  percentages  shall  be  allowed  to  tax- 
payers whether  they  write  off  that  amount  or  more, 
and  shall  apply  to  all  districts.  The  rates  at  present 
in  force,  calculated  on  diminishing  values  are : — 
Machinery  and  plant  ...  7^  per  cent,  per  annum. 
Motive  power  (steam)  ...  5 ,,  ,, 

Motive  power  (electric)  ...  7J  „ „ 

13.827.  (3)  That  there  ought  to  be  an  appeal  allowed 
against  the  decision  of  the  Commissioners  of  Income 
Tax  if  it  is  considered  that  the  allowance  for  deprecia- 
tion is  not  sufficient.  At  the  present  time  there  is 
no  such  appeal,  and  we  suggest  that  a satisfactory 
body  to  whom  appeals  should  be  made  would  be  a 
Board  constituted  somewhat  on  the  lines  of  the 
Board  of  Referees  under  the  Excess  Profits  Duty 
sections  of  the  Finance  Act. 

13.828.  (4)  That  the  base  stock  principle  of  valuing 
stock  in  process  in  cotton  mills  should  be  admitted 
for  Income  Tax.  Up  to  the  present  time  under  the 
Excess  Profits  Duty  section  of  the  Finance  Act,  it 
has  been  admitted  that  only  tho  stock  actually  in  the 
machines  is  entitled  to  the  principle  of  base  stock 
valuation.  We  consider  that  this  base  stock  principle 
should  be  extended  to  include  not  only  the  stock 
actually  in  the  machines,  but  also  the  stock  in  course 
of  transit  from  machine  to  machine.  It  is  quite  im- 
possible for  a cotton  spinning  mill  to  keep  regularly 
at  work  unless  such  stock  is  maintained. 

13.829.  (5)  That  the  present  office  of  Assessor  of 
taxes  should  be  dispensed  with.  The  system  would 
appear  to  be  quite  unnecessary,  and  to  be  more  or 
less  a duplication  of  work.  The  Federation  consider 
that  Income  Tax  returns  should  not  be  made  to 
private  individuals  when  the  information  contained 
in  such  returns  may  very  often  be  of  the  most  vital 
importance  to  the  person  making  the  return. 

[This  concludes  the  evidence-in-chief .] 

13.830.  Chairman : Mr.  Garnett,  are  you  repre- 
senting the  Federation  of  Master  Cotton  Spinners’ 
Associations? — (Mr.  Garnett)  Yes. 


MINUTES  OF.  EVIDENCE. 


689 


25  September , 1919.]  Mr.  Garnett  and  Mr.  Brierley. 


[ Continued . 


13.831.  You  have  also  a statement  of  your  own  to 
make  afterwards,  have  you  not? — That  is  so,  my  lord. 

13.832.  Your  evidence-in-chief  is,  I think,  the 
shortest  that  we  have  had,  and  I am  very  pleased  that 
it  is  so.  On  the  point  you  will  now  be  examined  by 
members  of  the  Commission ; it  is  principally  upon 
the  question  of  depreciation  that  you  are  here,  is  it 
not? — Principally  depreciation,  but  base  stock  also  is 
an  important  question. 

13.833.  Mr.  McLintock : You  evidently  think  that 
the  allowance  presently  given  for  buildings,  of  one- 
sixth  of  the  annual  value  is  insufficient? — Yes. 

13.834.  And  you  suggest  2^  per  cent,  per  annum, 
based  on  cost  price? — Yes,  based  on  cost  price  and 
calculated  on  diminishing  values. 

13.835.  Have  you  had  any  evidence  from  the  cotton 
spinners  with  regard  to  the  life  of  existing  buildings 
to  justify  a particular  rate? — No,  I have  not  any 
figures  here. 

13.836.  Have  you  had  figures  taken  out  ? — No,  I do 
not  think  so. 

13.837.  What  estimate  of  life  do  you  calculate  is 
required  for  this  per  cent,  on  diminishing  values? — 
I could  speak  of  it  better  by  experience.  Most  of  the 
mills  do  actually  write  off  2 J per  cent,  on  diminishing 
values  in  their  own  books,  and  that  has  not  proved 
too  much. 

13.838.  Would  they  sell  the  mills  at  the  present 
written-down  value? — No,  probably  not. 

13.839.  What  the  Commission  would  like  to  know 
is,  how  far  a particular  rate,  calculated  in  a parti- 
cular way,  is  justified  by  past  experience  as  to  the 
life  of  mill  buildings? — We  say  that  per  cent,  is 
the  amount  that  is  written  off.  Of  course,  that  is 
coupled  with  the  provision  in  the  Act  that  you  could 
never  get  more  than  the  whole  of  the  cost  price 
written  off  under  any  circumstances. 

13.840.  May  I put  it  in  this  way:  that  your  point 
is,  give  2J,-  per  cent,  until  the  written-down  value  is 
equivalent  to  the  scrap  value,  and  then  stop  the  allow- 
ance?— Yes,  that  is  so. 

13.841.  It  would  be  an  advantage,  however,  if  you 
could  indicate  what  you  estimate  is  the  average  life 
of  cotton-spinning  buildings;  you  have  not  got  that 
information?—!  have  not  got  that  information. 

13.842.  Then  this  is  in  addition  to  the  allowance 
of  full  repairs  and  upkeep? — That  is  so. 

13.843.  There  has  been  no  experience  yet,  of  course, 
as  to  how  far  the  one-sixth  of  the  annual  value  is  a 
sufficient  allowance  for  depreciation  of  buildings? — 
No ; it  has  only  been  in  operation  for  two  years. 

13.844.  And  you  appreciate  that  the  annual  value 
includes  more  than  the  annual  value  of  the  buildings ; 
it  also  includes  the  land? — Yes.  It  is  based  on  the 
rateable  value.  I suppose  that  would  be  taken  into 
consideration.  The  method  of  arriving  at  the  annual 
value  varies  in  different  districts.  In  some  places  it 
may  include  some  portion  of  the  fixed  machinery. 

13.845.  You  also  refer  to  a point  here  that  has  not 
been  specially  before  the  Commission,  the  obsolescence 
of  buildings;  have  you  had  experience  of  that  to  any 
extent  ? — Yes.  It  has  happened  quite  frequently  that 
the  buildings  have  become  obsolete,  or  required  altera- 
tion on  account  of  the  different  machinery  which  has 
been  put  in  the  building.  Mills  frequently,  after  a 
time,  have  been  too  narrow,  and  have  had  to  be 
altered  on  that  account. 

13.846.  And  not  strong  emragh  to  carry  certain 
kinds  of  plant? — Yes,  but  not  necessarily  for  that 
cause. 

13.847.  With  regard  to  the  allowance  for  wear  and 
tear  of  machinery  and  plant,  you  suggest  here  that 
the  present  rates  are  satisfactory? — Quite  satisfactory. 

13.848.  Is  there  any  point  that  you  wish  to  make 
with  regard  to  wear  and  tear  ? — Only  that  the  same 
rate  should  apply  in  all  districts.  It  has  varied  from 
time  to  time  in  some  districts.  In  all  districts  at  the 
present  time,  I do  not  think  they  get  the  same  rate  of 
7i  per  cent,  on  machinery  and  plant.  If  it  applies 
at  all,  it  must  apply  to  all  members  of  the  industry  in 
the  same  way.  Perhaps  I could  give  you  an  instance 
of  what  happened  some  years  ago : in  one  district  the 
depreciation  was  calculated  on  certain  rates,  but  the 
amount  actually  allowed  was  not  in  any  case  to 
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exceed  the  amount  written  off  by  the  company  in  its 
own  books.  There  was  no  basis  for  any  such 
limitation. 

13.849.  You  do  not  suggest  that  to-day  the  practice 
is  to  limit  the  allowance  to  the  amount  that  may  be 
written  off  in  the  trader’s  books? — I do  not.  I only 
mean  to  say  that  it  should  be  allowed  in  all  districts 
so  as  to  prevent  such  anomalies. 

13.850.  Are  there  any  districts  in  particular  that 
you  have  in  mind,  where  the  claim  has  been  put  for- 
ward and  been  disallowed? — Not  within  recent  years. 

13.851.  So  that,  generally  speaking,  any  cotton 
spinner  who  knows  that  the  general  practice  is  to  give 
a certain  rate  may  go  forward  to  his  own  particular 
Commissioners  and  get  that  rate? — Usually. 

13.852.  So  that  there  is  not  much  point  in  that 
particular  grievance? — No.  Up  to  1916  or  1917  there 
were  cases  in  which  the  same  rates  were  not  being 
allowed  in  some  districts.  In  most  of  the  districts 
that  I have  experience  of  these  rates  are  now  being 
allowed  and  are  sufficient. 

13.853.  You  are  aware  that  in  the  1918  Act  there 
is  an  appeal  allowed  to  the  Board  of  Referees  ? — 
Applying  to  an  industry. 

13.854.  For  a class? — Yes,  for  a class. 

13.855.  Does  not  that  go  a long  way  to  meet  any 
grievance  that  the  cotton-spinning  industry  may 
have? — Yes,  but  I think  an  individual  member  of  the 
industry  should  be  allowed  also  to  appeal  to  that 
Board. 

13.856.  You  think  that  the  appeal  is  not  wide 
enough  at  present — it  is  too  limited? — Not  if  it  is 
limited  to  the  class.  Most  of  the  class  at  the  present 
time  are  getting  it.  It  is  the  one  or  two  who  are  not 
getting  it  who  would  have  the  right  of  appeal. 

13.857.  What  type  of  case  have  you  in  mind,  that 
should  be  allowed  to  go  forward  as  an  individual  case 
apart  from  the  general  class? — Only  the  question  of 
depreciation. 

13.858.  Taking  cotton-spinning  mills  generally,  do 
you  think  there  are  some  cotton  mills  that  should  be 
getting  higher  rates  than  others? — No,  I do  not 
think  so.  They  should  not  get  higher  rates  except 
for  longer  hours  of  working.  They  are  all  running 
at  about  the  same  speed  now. 

13.859.  You  mean  that  a mill  that  is  running  more 
working  hours  than  another  ought  to  get  a higher 
rate? — Yes,  if  they  are  working  more  than  normal; 
if  they  are  working  night  and  day,  for  instance,  they 
should  get  more  depreciation  than  7{;  per  cent. 

13.860.  Would  you  not  get  that  from  the  Com- 
missioners to-day  if  you  go  forward  and  establish 
your  oase? — I think  we  should. 

13.861.  Then  you  do  not  want  to  go  to  the  Board 
of  Referees  for  an  individual  case  of  that  kind? — No. 
So  long  as  we  get  these  rates  we  should  not  want  to 
go  in  any  oase. 

13.862.  You  have  no  particular  complaint  against 
the  appeal  that  is  open  to  cotton  spinners  at  present 
on  the  question  of  depreciation? — No. 

13.863.  You,  however,  raise  the  question  that  there 
is  no  appeal  from  the  Commissioners’  decision? — Not 
for  an  individual;  there  is  for  the  industry.  You 
can  go  to  the  Board  of  Referees. 

13.864.  There  is  no  appeal  from  the  General  Com- 
missioners’ decision  on  depreciation? — That  is  right. 

13.865.  You  now  have  the  right  to  go  to  the  Board 
of  Referees?— Yes. 

13.866.  Does  that  meet  that  point? — Yes,  if  an 
individual  member  can  go. 

13.867.  I suggest  to  you  that  in  an  industry  like 
cotton  spinning  you  get  a greater  mass  of  reliable 
evidence,  taking  the  industry  as  a whole  to  go  before 
the  Board  of  Referees,  than  you  would  from  an 
individual? — That  is  so. 

13.868.  In  that  an  individual  may  neglect  to  repair 
his  plant:  he  may  not  look  after  it  properly.  Do 
vou  not  think  the  evidence  from  a class  is  the  best 
evidence  in  order  to  fix  the  rate  for  that  class? — Yes, 
I do,  but,  of  course,  in  practically  all  cases  they  are 
getting  it ; so  they  have  no  reason  to  go  before  the 
Board  of  Referees  for  those  who  are  getting  it. 

13.869.  You  raise  the  question  about  the  base  stock 
principle? — Yes. 
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13.870.  Do  you  mean  that  an  individual  company 
which  has  adopted  for  a period  of  years  the  base 
stock  principle  should  be  allowed  to  continue  it? — Yes. 

13.871.  You  are  an  accountant? — I am. 

13.872.  Do  you  think  that  is  a sound  principle? — 

I think  it  is.  I do  not  think  it  should  be  limited  to 
those  who  adopted  it,  but  it  should  apply  to  the  trade 
generally. 

13.873.  Mr.  Marks : Might  the  witness  explain 
what  the  base  stock  principle  is ; I confess  I do  not 
know. 

13.874.  Chairman-.  Will  you  explain  to  Mr. 
Geoffrey  Marks  and  the  Commission  what  the  base 
stock  principle  is? — The  principle  of  valuation  on  the 
base  stock  principle  is  the  valuation  of  all  the  process 
stock ; that  is  the  stock  after  the  mixing,  up  to  the 
yarn  at  a fixed  price.  The  cotton  when  it  comes  to 
the  mill  is  in  the  bale,  and  is  then  mixed.  TJp  to  that 
time  it  is  a raw  product.  It  is  of  a certain  market 
value  to  the  people  who  have  it,  or  to  anybody  else. 
From  that  time  it  passes  into  the  machinery,  and, 
after  the  mixing,  up  to  the  spindle  point,  it  is  a 
product  which  is  required  to  clothe  the  machinery,  is 
always  there,  and  there  has  been  a practice  in  the 
industry  of  always  valuing  that  at  a fixed  price. 
After  that  point  it  becomes  yarn 

13.875.  Mr.  Marks : How  is  the  fixed  prioe  deter- 
mined?— The  fixed  price  is  determined  often  enough 
by  the  price  of  the  ootton  at  the  time  the  mill  is 
built. 

13.876.  Mr.  McLintock : I suggest  to  you  that  the 
base  price  is  determined  according  to  the  whim  of 
each  particular  trader;  in  other  words,  it  is  a means 
of  creating  a secret  reserve.  When  lie  has  a very 
good  year  in  the  early  years  he  proceeds  to  write 
down  his  stock  values.  He  must  start  at  coat  when 
he  starts  his  mill.  At  some  later  period  he  says,  “ all 
the  cotton  on  the  spindles  from  Hie  time  the  bale  is 
broken  until  it  is  finished  cloth  or  yarn,  I am  going 
to  value  instead  of  at  6d.  a lb.  at  2d.  a lb.”  What 
is  the  effect  of  that  writing  down ; it  understates  the 
profits,  does  it  not? — In  that  year,  certainly. 

13.877.  Take  the  recent  war  period,  when  the  price 
of  cotton  has  jumped  to  such  a high  figure.  If  he 
continues  his  base  stock  valuation  he  again  under- 
states his  profits? — Yes,  he  understates  his  profit  for 
that  particular  year ; but  what  I say  is  this : that 
particular  stock  is  always  there.  It  is  there  from  the 
time  the  mill  is  built,  and  it  remains  there  all  the 
time.  It  is  always  there,  subject  to  fluctuations  up 
or  down.  He  will  never  have  anything  exoept  that 
quantity  of  cotton  in  his  machinery  at  the  same  time, 
and  it  is  always  of  the  same  value  to  him.  It  is  not 
saleable,  and  it  is  never  sold;  when  prices  go  up  it 
is  there,  and  when  prices  go  down  it  is  still  there. 

13.878.  You  do  not  include  ootton  in  the  bale? — 
No. 

13.879.  When  the  bale  is  broken  and  gets  on  to 
the  spindles,  that  is  the  quantity  of  base  stock? — 
Yes,  we  should  be  limited  in  quantity. 

13.880.  Mr.  Mackinder : Is  the  base  slock  the  same 
total,  and  not  so  much  per  lb.? — It'  is  about  the  same 
total  and  works  out  to  a certain  quantity  in  each 
mill.  You  might  take  it  roughly  at'  about  \\  lbs. 
per  spindle. 

13.881.  Mr.  McLintock : You  mean  that  they  do 
not  actually  take  stock  of  the  cotton  on  the 
spindles;  they  assume  that  having  so  many  spindles 
there  is  so  much  stock? — Yes.  It  is  actually  taken 
at  stocktaking,  and  it  is  taken  according  to  whether 
they  consider  the  bobbins  are  half  full,  quarter  full, 
or  three-quarters  full. 

13.882.  The  point  is  that  the  cotton  which  is  on 
the  spindles  may  have  cost  you  6d.,  and  you  value 
it  at  a penny? — That  is  right. 

13.883.  You  stated  that  that  was  the  practice  in 
the  industry? — Yes. 

13.884.  Have  you  established  your  case  to  the  Board 
of  Inland  Revenue? — Not  yet;  wo  are  still  engaged 
upon  it.  We  have  established  the  claim  so  far  as 
it  relates  to  fixed  quantities,  and  what  wo  are  at 
present  engaged  upon  is  what  has  been  described 
as  loose  quantities.  The  loose  quantities  are  the 
quantities  of  stock  in  transit  between  the  various 
machines.  There  will  be  a bobbin  in  the  machine, 
and  there  will  be  another  bobbin  on  the  top  of  the 


machine  to  replace  the  one  that  is  there.  Those 
loose  quantities  are  again  more  or  less  fixed  quan- 
tities; they  vary  within  limits,  but  they  must 
always  be  there  if  the  process  is  to  be  continued. 

13.885.  This  question  has  come  up  specially  owing 
to  the  greater  advance  in  prices  due  to  the  war?— 
Yes. 

13.886.  The  effect  of  it,  of  course,  will  be  that  the 
profits  will  be  very  materially  reduced  compared 
with  the  actual  profits  earned? — No,  I do  not  agree. 

I think  that  stock  should  be  taken  at  a base  price 
to  arrive  at  your  profits. 

13.887.  That  was  not  quite  my  point.  If  you 
are  allowed  to  continue  the  low  base  stock  valuation 
principle  when  prices  have  gone  so  high,  you  under- 
state the  profits  of  the  year  in  which  the  price  rose? 
— No.  I will  admit  that  in  another  way,  if  you  like, 
that  we  have  replaced  the  cotton  which  originally 
cost  us  6d.  by  some  which  has  oost  us  more  than  that; 
that  must  be  the  fact. 

13.888.  It  has  the  effect,  however,  of  reducing 
the  profit? — 'Well,  I am  not  prepared  to  admit  that, 
because  I think  the  plan  on  which  it  is  taken  is  the 
correot  plan,  and  that  the  profits  are  correctly  shown 
by  taking  the  stock  in  a particular  way.  This 
particular  plan  of  taking  stock  did  not  come  into 
operation  with  the  war;  it  commenced  before  the 
war.  We  are  compelled,  in  order  to  prove  our  case, 
to  prove  that  it  was  a practice  which  was  in  opera- 
tion before  the  war;  that  is  the  basis  of  our  claim, 
and  we  say  that  this  plan  was  in  operation  before 
the  war,  and  has  merely  been  continued  throughout 
the  war  as  it  would  have  been  whether  there  had 
been  a war  or  not. 

13.889.  I understand  the  ootton  trader  has  some 
difficulty  in  proving  the  pre-war  practice  to  be 
general? — At  all  events  we  have  made  a very  con- 
siderable change  in  the  figures  that  were  prepared 
by  the  Department  within  the  last  few  weeks. 

13.890.  Anyhow,  I suggest  to  you  that  the  effect 
of  the  base  stock  principle  is  wrong  in  any  industry, 
and  that  it  understates  the  profits  if  it  is  con- 
tinued; you  do  not  agree  with  that? — I still  say  it 
is  the  correct  basis  of  valuation  in  this  particular 
industry. 

13.891.  Chairman : Could  you  not  evade  Excess 
Profits  Duty  by  your  stock?  Could  you  not  carry  for- 
ward a larger  stock  each  time,  and  depreciate  that 
enormously  until  the  excess  profits  are  done  away  with 
altogether? — Increase  the  quantities? 

13.892.  Yes? — No.  There  was  a section  in  the  White 
Paper  [Cd.  8623]  that  was  issued,  that  limited 
the  claim  to  the  minimum  quantity  that  was  in  stock 
in  any  of  the  three  years  before  the  war. 

13.893.  Mr.  McLintock : You  are  aware  that  it  was 
stated  at  the  Financial  Risk  Committee  that,  to  give 
this  concession  all  round — because  everyone  ought  to 
get  it  if  one  industry  gets  it — would  cost  the  country 
some  hundreds  of  millions  of  pounds? — There  were 
certain  conditions  that  had  to  be  complied  with  beforo 
the  industry  was  entitled  to  it,  and  one  was  that  there 
should  have  been  a recognized  practice  of  valuing  on 
this  basis  before  the  war,  and  there  were  very  few 
industries,  I think,  that  could  comply  with  that  re- 
quirement. 

13.894.  Your  suggestion  is  that  it  should  be  made  to 
. apply  to  all  industries? — No,  I suggest  that  it  should 

apply  to  the  cotton-spinning  industry. 

13.895.  Why  not  to  other  industries? — Because  the 
cotton-spinning  industry  was  one  that  at  all  events 
could  more  clearly  show  a claim  to  the  concession 
under  the  terms  of  the  White  Paper. 

13.896.  It  practically  means  this  : that  the  trader  in 
industry  generally,  is  to  be  allowed  to  write  his  stock 
down  to  any  low  value  he  likes,  and  retain  it  at  that, 
notwithstanding  that  prices  have  risen? — -I  do  not 
agree  there.  I agree  with  the  general  principle  that 
stock  must  be  valued  at  cost  or  market  value,  which- 
ever is  the  lower.  I am  only  dealing  with  the  stock  m 
process  for  this  exceptional  valuation,  because  that 
stock  is  always  there,  and  must  be  there  for  the  pur- 
poses of  the  industry. 

13.897.  In  other  words,  it  is  part  of  the  plant? — It 
is  practically  part  of  the  plant ; it  is  always  there. 
You  can  vary  your  quantities  of  cotton  in  bale  con- 
siderably; you  can  vary  the  quantity  of  your  yarn} 
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you  cannot  vary  the  quantity  of  your  process  stock. 
It  is  there,  and  it  is  always  there,  and  it  will  only 
vary  very  slightly  within  limits. 

13.898.  Chairman : The  yarn  you  could  vary  enor- 
mously ? — The  yarn  you  could  vary  enormously.  You 
might  run  your  stock  of  yarn  up  to  an  enormous 
extent,  but  I agree  that  the  principle  of  valuation 
there  is  cost  or  market  value,  whichever  is  the  lower ; 
that  is  the  principle  which  is  agreed  to  by  the  Board 
of  Inland  Revenue.  Again,  with  regard  to  the  cotton 
which  is  the  raw  material,  I agree  it  should  be  valued 
at  cost  or  market  value,  whichever  is  the  lower. 

13.899.  You  could  really  have  a very  great  deal  more 
yarn  in  stock  than  the  amount  of  stock  in  process, 
could  you  not? — Yes,  very  much  more. 

13.900.  Mr.  McLintock : Do  you  suggest  in  para- 
graph 5 that  the  office  of  Assessor  of  taxes  should  be 
dispensed  with  P — Yes. 

13.901.  Would  you  state  shortly  your  reasons  for 

that? Yes;  because  we  understand  he  is  not  a civil 

servant,  and  in  certain  districts  it  is  very  objection- 
able to  send  a return  to  the  Assessor,  that  is  in  small 
districts. 

13.902.  Do  you  agree  with  the  view  that  the  sur- 
veyor of  Taxes  should  issue  all  the  formB? — Yes. 

13.903.  And  receive  them  back? — Yes. 

13.904.  And  make  the  assessments? — Yes. 

13.905.  Without  the  intervention  of  the  General 
Commissioners?— I did  not  quite  follow  your  point  at 
first. 

13.906.  You  know  the  practice  to-day  of  making  up 
returns  ? — Yes. 

13.907.  They  are  sent  in  to  the  Surveyor,  who  ad- 
justs the  figures? — Yes. 

13.908.  And  in  the  majority  of  cases  they  do  not  go 
before  the  Commissioners  at  all,  unless  they  go  on 
appeal? — Yes. 

13.909.  Would  you  give  the  Surveyor  the  right  to 
make  assessments?  At  present  the  Commissioners  are 
supposed  to  make  them? — Of  course,  in  practice  the 
Surveyors  do  make  the  assessments.  They  are  ap- 
proved by  the  General  Commissioners,  but  there  are 
only  a few  cases,  I think,  in  which  the  General 
Commissioners  interfere  in  any  way.  The  Surveyor, 
I think,  suggests  that  he  cannot  accept  the  returns 
of  some,  and  asks  them  if  they  will  agree  to  an 
assessment  being  made  for  something  more;  but  that 
applies,  I should  think,  to  very  few  cases  in  practice. 

13.910.  Your  view,  from  your  own  experience,  is 
that  the  Assessor  really  serves  no  particularly  useful 
function  that  would  not  be  equally  well  served  by 
the  Surveyor  himself  ? — I think  so. 

13.911.  One  point  on  depreciation,  wear  and  tear. 
Do  you  agree  that  the  present  method  of  calculating 
on  diminishing  value  is  the  most  satisfactory? — Yes, 
in  this  industry,  and  I think  it  is  generally. 

13.912.  You  mean  it  would  be  impossible  to  calcu- 
late it  from  year  to  year  on  first  oost,  and  follow 
that  piece  of  plant  all  the  way  through  the  years? — 
In  practice,  yes,  extremely  difficult,  and  I do  not 
think  it  would  be  right  either.  I think  the  diminish- 
ing value  correctly  expresses  the  depreciation. 

13.913.  Mr.  Armitag e-Smith : Has  the  base  stock 
any  ascertainable  market  value?— It  would  be  ex- 
tremely difficult  to  sell  in  its  condition,  and  in  most 
cases  if  it  were  sold  it  would  be  sold  as  waste. 

13.914.  Has  that  any  bearing  on  the  principle  of 
valuation? — It  has. 

13.915.  Will  you  kindly  indicate  what  bearing? — 
Yes.  The  process  stock  is  there  whilst  the  mill  is  a 
going  concern,  and  could  never  be  worked  out  if  the 
mill  stopped. 

13.916.  Supposing  some  disaster  stopped  operations 
at  your  mill,  what  would  you  realize  on  the  stock 
that  had  ceased  to  be  raw  material  and  had  not  yet 
beoome  the  finished  product? — You  would  probably 
realize  very  little.  You  would  not  get  anybody  who 
was  carrying  on  another  mill  to  take  over  the  bobbins 
and  work  them  out  in  their  mill. 

13.917.  It  would  be  sold  as  waste? — Yes,  in  most 
cases. 

13.918.  Do  I understand  that  your  contention  is 
that  the  basis  of  valuation  should  be  either  the 
market  value,  which  in  this  case  is  nil,  or  the  cost 
price? — No,  I do  not  suggest  that  the  price  is  nil; 


I suggest  that  the  price  is  a price  at  which  it  was 
first  of  all  put  into  the  mill. 

13.919.  That  is  the  cost  price? — Yes. 

13.920.  But  I think  you  said  in  another  connection 
that  the  basis  of  valuation  should  be  either  the  cost 
price  or  the  market  price,  whichever  was  lower? — 
For  the  cotton  and  the  yarn — the  raw  material  and 
the  finished  product. 

13.921.  But  not  for  the  intermediate  stock? — No. 
In  a great  many  cases  the  cost  of  filling  the  mill  has 
been  charged  as  part  of  the  cost  of  the  machinery, 
and  is  never  taken  into  stock;  that  is  really  how 
it  has  been  regarded  by  many  members  of  the 
industry. 

13.922.  With  regard  to  the  material  which  has 
ceased  to  be  raw  material  and  has  not  yet  beoome 
finished  product,  why  do  you  not  take  the  value  as 
waste,  because  that  is  what  it  would  fetch  in  the 
market? — Regarding  it  as  part  of  the  cost  of  filling 
the  mill,  I think  it  is  right  to  take  it  at  what  it 
costs,  in  the  same  way  as  you  take  the  machinery  at 
what  it  has  cost. 

13.923.  That  is  purely  arbitrary,  is  it  not;  it  is  not 
really  worth  that? — It  is  worth  that  to  us  as  a going 
concern  at  all  events;  it  has  oost  that.  It  is  the 
same  as  the  machinery.  You  may  say  after  you 
have  put  in  the  machinery  the  machinery  has  gone 
down,  but  you  would  nob  reduce  the  value  of  the 
machinery.  In  the  same  way  the  machinery  might 
go  up  in  value,  but  you  would  not  increase  the  value 
of  the  machinery  because  the  present  price  is  higher ; 
you  would  still  leave  it  at  its  cost  to  you. 

13.924.  Mr.  Walker  Clark : I presume  you  would 
have  the  base  stock  method  applied  to  a worsted 
spinner  as  well  as  a cotton  spinner? — I expect  so. 

13.925.  And  a silk  spinner? — I am  not  familiar  with 
the  processes,  but  I should  think  so.  I should  think 
the  process  of  a worsted  spinner  is  similar. 

13.926.  You  are  not  only  suggesting  that  the  stock 
which  is  actually  in  the  machines,  but  that  which  is 
in  transit  from  machine  to  machine,  should  be  in- 
cluded?— Yes. 

13.927.  Which  is  a very  considerable  extension  of 
the  base  stock  principle,  is  it  not? — I do  not  think  so. 
That  is  the  point  we  are  contesting  at  the  present 
time  with  the  Board  of  Inland  Revenue,  and  if  we 
can  prove  that  there  has  been  a recognized  practice  of 
valuing  the  loose  quantities,  I think  we  shall  be  en- 
titled to  it,  having  regard  to  the  terms  of  the  White 
Paper. 

13.928.  That  stock  which  is  in  transit  from  one 
machine  to  another  is  not  broken  stock;  it  is  com- 
plete; it  is  a full  bobbin  or  a full  skip? — No,  it  is  still 
incomplete ; it  comes  on  the  card  and  it  is  then  passed 
along  to  the  next  process. 

13.929.  It  is  a full  cop  from  the  first  process  to  the 
second? — Oh,  no.  It  is  only  when  it  gets  to  the 
bobbin  at  the  end  that  it  is  yarji.  It  is  only  cotton  up 
to  that  time,  in  various  stages  of  manufacture.  You 
take  it  from  one  machine  on  to  another. 

13.930.  It  is  all  in  process  except  that  which  is  pass- 
ing from  one  machine  to  another  ? — It  is  not  a finished 
article. 

13.931.  Do  you  suggest  that  this  allowance  should 
be  given  to  all  cotton  spinners,  whether  they  ask  for 
it  or  not;  that  is  to  say,  should  the  Surveyor  point 
out  to  a man  who  is  asking  for  2$  per  cent,  that  he  is 
entitled  to  5 or  7^  per  ce7it.  ? — I think  so ; I think  it 
should  be  applied  to  the  industry  generally. 

13.932.  It  should  be  the  duty  of  the  Surveyor  to 
point  out  that  the  allowance  which  the  taxpayer  asks 
for  is  not  as  much  as  the  law  will  allow  ? — I think  it 
should  be ; I think  it  should  apply  to  the  industry,  but 
I do  not  think  it  matters. 

13.933.  That  it  should  apply  to  the  industry  is  ad- 
mitted, but  it  is  on  the  application  of  the  taxpayer 
at  present? — Yes. 

13.934.  Do  I understand  you  to  say  it  should  be  the 
duty  of  the  Surveyor  to  point  out  to  the  man  who  is 
asking  for  too  little  that  he  ought  to  ask  for  more  ? — 
I think  it  should;  but  I do  uot  think  that  will 
arise  in  practice,  because  if  the  industry  gets  it  as  a 
whole  they  will  be  circularized  and  all  will  claim  .it. 
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I do  not  know  anybody  who  is  not  claiming  these  rates 
at  the  present  time. 

13.935.  Or  getting  them? — Or  getting  them. 

13.936.  AVith  regard  to  the  appeal  to  the  Referees 
for  the  class,  you  indicated  that  the  individual  should 
appeal  to  the  Referees  independently  of  the  class? — 
Should  have  the  right  to  do  so. 

13.937.  Are  not  nearly  all  these  appeals  which  are 
now  made  to  the  Local  Commissioners  due  to  very 
particular  conditions  in  each  mill  or  in  each  factory? 
— I do  not  think  so;  there  are  very  few  appeals  from 
them,  I think. 

13.938.  Perhaps  I ought  to  put  it  in  another  way. 
Where  an  extra  allowance  is  asked  for  from  the  Sur- 
veyor, is  it  not  because  of  very  special  conditions? — 
Yes,  it  would  be  on  account  of  longer  hours  of  working 
or  something  of  that  sort. 

13.939.  Very  exceptional  conditions — very  unusual? 
— Yes. 

13.940.  Does  it  not  appear  to  you  that  the  present 
method  is  adequate  to  meet  those  very  special  and  un- 
usual conditions? — Do  you  mean  the  present  method 
of  appeal  to  the  Board  of  Inland  Revenue? 

13.941.  No,  to  the  Local  Commissioners? — No;  I 
think  there  should  be  a right  of  appeal  further. 

13.942.  After  they  have  given  their  decision? — Yes. 

13.943.  That  is  the  point,  I understand. — The  point 
I made  in  the  first  instance,  I think,  was  what  I was 
giving  as  an  illustration,  that  in  one  district  the 
Surveyor  would  not  allow  more  than  the  particular 
mill  had  on  its  own  books;  that  was  taken  to  appeal, 
and  the  Surveyor’s  view  was  confirmed  by  the  General 
Commissioners. 

13.944.  Do  you  want  an  appeal  from  them  to  the 
Board  of  Inland  Revenue? — Yes.  There  is  no  reason, 
because  somebody  has  written  off  a certain  amount 
in  their  own  books,  why  the  amount  allowed  for 
Income  Tax  purposes  should  be  limited  to  that;  they 
wrote  off  more  and  it  was  not  allowed. 

13.945.  Mr.  May : You  did  not  make  quite  clear 
in  your  reply  to  Mr.  McLintock,  whether  the  reason 
for  your  objection  to  the  Assessor  did  not  also  equally 
apply  to  the  General  Commissioners ; would  that  be 
so? — We  should  not  object  to  the  General  Commis- 
sioners. 

13.946.  Your  ground  for  objecting  to  the  Assessor  is 
that  he  is  not  a civil  servant? — Yes. 

13.947.  And  you  would  be  revealing  your  com- 
mercial operations  or  industrial  operations  to  more 
or  less  a private  individual  ? — Yes. 

13.948.  Does  not  that  apply  to  the  same  extent 
to  the  General  Commissioners? — We  do  not  find  it  so 
in  practice.  At  all  events,  generally  we  are  quite 
willing  to  send  the  returns  in  to  the  General  Com- 
missioners, where  we  are  not  equally  willing  to  send 
them  to  the  local  Assessor. 

13.949.  Is  it  not  a fact  that  sometimes  amongst  the 
General  Commissioner^  there  are  trade  competitors? 

13.950.  And  you  do  not  think  that  is  an  objection? 
— There  is  the  same  objection,  but  it  does  not  fre- 
quently arise;  at  all  events  there  has  not  been  the 
same  objection  to  the  returns  going  in  to  the  General 
Commissioners. 

13.951.  Does  not  that  rather  weaken  your  objection 
to  the  Assessor? — I do  not  think  so.  I think  it  is  a 
different  type.  Take  some  of  the  men  in  the  country 
districts,  for  instance,  who  are  the  Assessors  of  taxes. 

13.952.  You  agree  you  would  prefer  that  the  Sur- 
veyor should  issue  and  receive  papers  and  make  the 
assessment? — Yes.  Of  course,  if  there  is  any  objec- 
tion to  the  General  Commissioners  we  do  not  go 
before  them. 

13.953.  What  do  you  do? — We  apply  to  be  assessed 
by  the  Special  Commissioners  in  all  cases  where  there 
is  any  objection. 

13.954.  What  sort  of  objection? — If  for  any  reason 
a trader  has  any  objection  to  any  of  the  General 
Commissioners,  because  he  thinks  he  is  in  his  line  of 
business,  he  always  applies  to  be  assessed  by  the 
Special  Commissioners,  in  which  case  it  does  not 
come  before  the  Local  Commissioners. 

13.955.  Would  it  meet  your  view  that,  in  addition 
to  the  Surveyor  making  the  assessment,  the  appeal 


should  lie  only  to  the  Special  Commissioners? — Not 
if  the  Assessor  still  collects  the  returns. 

13.956.  Assuming  that  the  Assessor,  on  your  sug- 
gestion, were  done  away  with,  would  it  meet  your 
view  that  the  Surveyor  should  make  the  assessment 
and  that  any  appeal  against  the  assessment  should 
lie  directly  to  the  Special  Commissioners,  who  are 
a more  responsible  body? — I think  generally  we 
should  prefer  that  the  General  Commissioners  should 
be  retained. 

13.957.  Chairman : Have  you  found  out  any  things 
that  have  been  divulged  by  an  Assessor? — No,  I have 
no  knowledge  of  any. 

13.958.  You  must  have  some  ground  of  objection? 
— I cannot  quote  any  particular  case  in  which  any- 
thing has  been  divulged. 

13.959.  But  you  say  there  might  be? — Yes.  Of 
course,  in  all  cases  we  take  care  that  the  returns  do 
not  go  to  the  Assessor  if  we  have  any  reason.  We 
apply  for  stn  assessment  under  a number  or  letter,  and 
then  it  comes  before  the  General  Commissioners  and 
does  not  go  to  the  Assessor. 

13.960.  Of  course,  there  is  no  hardship  then;  you 
are  not  compelled  to  go  to  the  Assessor? — No,  but 
it  does  seem  a duplication  of  work;  the  Surveyor 
has  to  go  through  all  the  returns  again. 

13.961.  Of  course,  it  is  no  criterion  to  take  the 
present  prices  that  the  spinning  mills  are  going  at. 
The  depreciation  that  you  have  had  for  the  last 
20  years  has  been  easily  repaid  by  the  prices  which 
are  being  obtained  now? — Yes. 

13.962.  Would  you  say  that  the  6mall  depreciation 
which  has  been  allowed  in  past  years  has  not  been 
felt  or  considered  in  the  sale  of  the  spinning  mills 
that  have  changed  hands  lately? — I think  so. 

13.963.  Of  course,  these  are  abnormal  times? — 
Quite,  but  the  rate  of  depreciation  has  been  suffi- 
cient to  write  it  down  to  its  scrap  value  during  the 
period  of  its  life. 

13.964.  As  a rule  in  the  sale  of  a cotton  mill 
you  have  - not  lost  anything  ? — No ; I do  not  think 
we  have  many  complaints  to  make  in  the  cotton 
spinning  industry;  I think  the  evidence  shows  that. 

13.965.  Mr.  May : What  I cannot  follow  is  the 
special  objection  to  the  Assessor  which  does  not 
equally  operate  with  regard  to  the  General  Com- 
missioners. 

13.966.  Mr.  Kerly : I think  I could  clear  it  up. 
The  Assessor  is  a person  appointed  for  a particular 
parish,  is  he  not? — I think  so. 

13.967.  The  Surveyor  is  a person  from  outside  who 
is  acting  for  a great  many  parishes? — Yes. 

13.968.  So  you  have  a relatively  small  man  who 
is  the  local  man? — Yes. 

13.969.  And  further  than  that  the  work  of  the 
Assessor  is  almost  purely  clerical? — Absolutely. 

13.970.  To  collect  returns,  not  to  adjudicate  upon 
them? — That  is  so. 

13.971.  That  is  done  in  any  event  by  the  Surveyor? 
— Yes. 

13.972.  You  think  that  the  work  is  unnecessary, 
and  you  also  suggest  it  may  be  objectionable  because 
here  is  a person  living  in  the  immediate  locality 
to  whom  you  have  to  make  a return? — Yes ; I believe 
on  some  occasions  that  the  Assessor  has  collected  the 
return  of  his  own  employer. 

13.973.  Of  course,  he  has  only  a small  district, 
and  not  very  important  work,  and  his  pay  is  not 
high,  so  that  it  does  not  attract  a person  of  the 
same  calibre  as  the  Surveyor? — That  is  so. 

13.974.  With  regard  to  the  base  stock,  you  suggest, 
as  I understand,  that  the  equipment  of  a mill  with 
a sufficient  quantity  of  goods  in  various  stages  of 
preparation  is  part  of  its  original  cost,  because  it 
cannot  work  until  the  shuttles  and  so  on  have  been 
filled?— Quite  so. 

13.975.  If  that  is  so,  the  logical  course  would  be 
to  take  the  original  cost? — Yes. 

13.976.  And  to  stick  to  that  as  a lump  sum? — That 
is  so. 

13.977.  You  told  ono  of  the  Commissioners  that 
you  do  in  fact  take  stock  every  year:  why  is  that. 
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— We  take  the  actual  stock,  but  it  is  priced  at  the 
same  price. 

13.978.  Either  you  might  extend  your  mill  or  your 
rate  of  working  might  change? — Yes,  or  we  might 
have  more  loose  quantities  than  we  had  at  the  pre- 
vious stocktaking. 

13.979.  If  that  is  so,  then  you  either  have  some  of 
your  original  mill  stock  surplus  which  you  can 
dispose  of  at  the  price  of  the  day,  or  you  have  to 
add  some  more  wluch  you  can  take  in  at  the  price 
of  the  day? — Yes. 

13.980.  And  you  have  to  make  your  variation 
according  to  the  prices  when  the  change  occurs? — You 
say  you  could  sell  at  the  price  of  the  day,  but  you 
could  not  sell  at  the  price  of  the  day  in  that  process. 
It  would  require  to  go  through  other  processes  before 
it  was  saleable  at  all.  Necessary  modifications  would 
have  to  be  made.  If  it  is  in  process  No.  3 you  would 
have  to  add  on  the  cost  of  doing  operations  No.  2 
and  No.  1? 

13.981.  Thank  you:  I do  not  want  to  pursue  that. 
You  suggest  that  there  should  be  an  appeal  to  a Board 
of  Referees  not  only  for  a particular  class,  but  in 
some  individual  oases? — Yes. 

13.982.  Would  it  meet  your  view  if  that  appeal 
were  given  by  leave  on  special  grounds,  for  instance, 
where  it  was  desired  in  order  to  secure  uniformity  of 
treatment  in  different  districts? — Quite. 

13.983.  Chairman:  Have  any  of  your  friends  that 
are  associated  with  you  with  regard  to  the  cotton 
spinners  anything  to  say  that  will  throw  further 
light  upon  the  discussion  ? — (Mr.  Brierley  : ) I would 
like  to  say  with  regard  to  this  question  of  the  base 
stock,  I do  not  think  it  has  quite  been  grasped  that 
in  the  equipment  of  a cotton-spinning  mill  a certain 
weight  of  cotton  in  various  stages  of  manufacture  is 
absolutely  necessary,  and  if  that  quantity  or  approx- 
imate quantity  is  not  maintained  the  mill  cannot  be 
carried  on ; it  will  have  to  be  shut  down,  or  they  will 
have  to  stop  various  machines.  At  the  time  that  a 
mill  is  equipped  originally  the  company  have  a suffi- 
cient quantity  of  cotton  to  equip  those  machines  not 
only  with  the  stock  in  the  machine,  but  with  the 
approximate  actual  spare  quantity  of  stock  carried 
on  the  machines.  The  course  that  has  been  followed 
in  the  cotton-spinning  industry  has  been  to  take  that 
stock  at  the  base  original  price.  If  at  any  time  that 
base  price  has  been  written  down,  it  has  been  assessed 
for  Income  Tax  by  the  Income  Tax  authorities.  That 
is  hardly  a stock  reserve,  so  long  as  it  is  taken 
in  stock  at  its  original  cost  price,,  there  is  no  secret 
reserve,  and  it  is  conforming  with  the  regulations  of 
the  Board  of  Inland  Revenue  to  take  stock  at  its  cost 
or  market  price,  whichever  is  the  lower.  I think  on 
those  grounds  it  is  quite  proper  that  the  Income  Tax 
authorities  should  allow  the  base  stock  principle  to 
continue.  So  long  as  the  amount  is  written  down, 
then  they  must  pay  on  it,  but  as  long  as  the  original 
cost  is  maintained  there  is  no  secret  reserve  of  any 
description. 

13.984.  Mr.  Marks  : I was  rather  at  a loss  to  under- 
stand how  the  profits  might  be  decreased  by  under- 
valuing the  process  stock.  Is  it  because  having  got 
your  process  stock  down  to  say  one  penny  a pound, 
you  would  take  in  from  your  other  stock  cotton  which 
may  have  cost  6d.  a pound,  and  then  write  it  down 
to  a penny? — No.  As  a matter  of  fact,  the  profits 
of  any  period  of  the  company’s  existence  are  not 
reduced  by  reason  of  base  stock  valuation.  If  you 
buy  the  stock  originally,  and  do  not  take  it  as  a part 
of  your  cover  against  contracts  that  you  enter  into — 
and  that  is  the  course  that  is  followed,  I may  say — 
then  by  not  altering  the  prices  you  do  not  affect  the 
result  in  the  slightest  degree;  you  show  an  actual 
result. 

13.985.  May  I ask  Mr.  McLintock  how  it  is  if  the 
stock  is  under-valued  the  profits  are  decreased? 

13.986.  Mr.  McLintoclc : I will  put  it  to  Mr.  Garnett. 

13.987.  Sir  E.  Nott-Bower : If  Mr.  McLintock  is 
going  to  make  any  statement  about  this  I have  a 
question  which  perhaps  he  could  clear  up  at  the  same 
time.  The  difficulty  that  has  been  troubling  my  mind 
is  this.  I understand  that  the  amount  of  the  base 


stock,  that  is  the  cotton  in  process,  is  a fixed  amount ; 
that  is  if  the  number  of  spindles  remains  unaltered 
the  amount  of  the  stock  remains  unaltered. 

13.988.  Mr.  Kerly:  No.  One  of  the  witnesses  told 
me  it  varies,  and  it  varies  according  to  the  rate  at 
which  the  mill  is  working,  as  well  as  according  to  the 
number  of  spindles  which  are  working. 

13.989.  Sir  E.  Nott-Bower : To  the  extent  that  it  is 
fixed,  if  the  amount  of  cotton  in  process  at  the  end 
of  the  year  and  the  beginning  of  the  year  were  the 
same,  and  if  you  valued  that  base  stock  on  the  same 
basis  at  the  beginning  and  the  end  of  the  year,  it 
really  would  not  matter  what  value  you  put  on  it. 

13.990.  Mr.  McLintock : I was  going  to  clear  up 
that  point  with  Mr.  Garnett.  (To  witness) : Assum- 
ing that  at  the  beginning  and  at  the  end  of  the  year 
you  have  1,000  lbs.  of  cotton,  and  you  value  it  at 
3d.  though  it  has  cost  2s.  6d.  at  some  period  during 
that  year,  the  1,000  lbs.  of  cotton  that  is  on  the 
spindles  has  cost  2s.  6d.,  and  you  value  it  at  3d. : do 
you  suggest  that  you  have  not  understated  the  true 
profits  of  the  year?  That  is  what  has  happened  dur- 
ing the  war.  You  started  with  a pre-war  price  of 
about  7d.  a lb.,  and  a base  stock  valuation  of  a penny ; 
cotton  went  up  to,  say,  2s.  6d.,  and  you  want  still 
to  value  at  a penny.  I suggest  that  during  that 
period  of  the  rise  in  price  and  no  alteration  in  the 
base  stock  quantity  you  have  understated  the  true 
profits  of  that  period  ? — (Mr.  Garnett ) : I agree  en- 
tirely with  the  point  you  are  making.  At  the  begin- 
ning of  the  year  we  have  a certain  quantity  of  stock 
in  process  which  was  valued  at  3d. ; during  the  year 
that  process  stock  has  been  worked  out;  it  has  been 
sold  and  it  has  been  replaced  with  other  cotton  which 
has  cost  us  2s.  6d.  In  other  words,  we  have  filled 
our  machinery  with  cotton  which  has  in  practice  cost 
us  2s.  6d.  and  we  are  taking  it  at  3d.  The  point  is 
as  to  whether  we  are  justified  in  doing  that.  We  are 
treating  it  as  part  of  the  machinery,  and  we  are  right 
in  taking  that  stock  always  at  that  price. 

13.991.  It  is  under-stating  the  true  profit,  but  your 
point  is  this,  that  you  can  never  sell  1,000  lbs.  of  cotton 
that  is  in  process? — No. 

13.992.  Therefore,  irrespective  of  how  the  market 
goes  you  could  value  it  at  any  base  stock  price  you 
like,  or  at  nothing  at  all? — That  is  so;  it  makes  no 
difference  to  us.  If  it  goes  up  in  price  it  is  not  worth 
so  much  more  to  us;  if  it  goes  down  in  price  it  is 
not  worth  so  much  less  to  us.  It  will  go  up  and  down, 
but  it  is  always  there,  and  it  has  always  the  same  value 
in  the  same  way  as  the  machinery. 

13.993.  You  agree  it  has  the  effect  of  understating 
the  profit? — I quite  agree  that  during  the  year  you 
have  put  something  which  has  cost  you  2s.  6d.  and 
valued  it  at  3d. 

13.994.  Mr.  Kerly : We  now  know  the  facts ; the 
deductions  we  cap  work  out  for  ourselves  just  as  well 
as  the  witnesses  can? — I think  so.  I think  it  will 
make  very  little  difference  for  Income  Tax. 

13.995.  Chairman:  Have  you  anything  else  to  say  ? — 
(Mr.  Brierley)  : I wanted  to  mention  one  point  on  the 
question  with  regard  to  the  Board  of  Referees  and 
the  appeal  of  the  individual.  Why  I think  there 
should  be  an  appeal  for  an  individual  trader,  as  well 
as  an  appeal  from  the  class,  is  that  in  our  experience 
up  to  four  or  five  years  ago,  in  a district  with  which 
several  of  our  witnesses  were  intimately  connected, 
the  Commissioners  took  the  attitude  that  if  the 
company  only  write  £5,000  off  in  their  own  balance 
sheet  and  the  percentages  amounted  to  more  the 
company  should  only  have  £5,000.  We  do  not  know 
how  soon  another  body  of  Commissioners  may  take  up 
a similar  attitude,  and  if  we  get  a case  like  that 
we  have  no  appeal  to  anyone,  because  it  only  affects 
the  individual.  It  is  only  one  individual  trader  who 
may  be  in  that  position.  Most  of  them  will  write 
off  quite  as  much  as  is  allowable,  and  in  many  cases 
will  write  off  more,  but  there  are  some  odd  ones  who 
will  write  off  less,  and  they  will  have  no  appeal. 

13.996.  Mr.  Kerly  put  that  point.  Is  there  any- 
thing else  you  wish  to  say? — No,  I have  nothing 
further  to  say. 

13.997.  Chairman:  Thank  you  very  much. 
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Mr.  Henry  W.  Garnett,  called  and  examined. 


The  witness  handed  in  the  following  statement  as  his 
evidence-in-chief : — 

Evidence-in-chief  of  Henry  W.  Garnett,  Chartered 
Accountant,  Manchester. 

13.998.  (1)  I wish  to  give  evidence  before  the  Royal 
Commission  on  the  Income  Tax  on  three  points. 

C Point  1.)  Schedule  D , Cases  I and  II,  Buie  11. 

13.999.  (2)  In  the  present  Income  Tax  Act, 
1918,  there  is  a section  (Schedule  D,  Cases  I and  II 
(11)  ) which  provides  that  where  a change  occurs  in 
a partnership  by  reason  of  the  death  or  dissolution 
of  the  partnership  as  to  all  or  any  of  the  partners 
or  by  the  admission  of  a new  partner  or  if  a person 
succeeds  to  a trade  or  profession  the  tax  payable  shall 
be  computed  according  to  the  profits  or  gains  of  the 
trade  or  profession  during  the  respective  periods  pre- 
scribed by  the  Act,  notwithstanding  the  change  or 
succession,  unless  the  partners  or  the  person  succeed- 
ing proves  to  the  satisfaction  of  the  Commissioners 
that  the  profits  or  gains  have  fallen  or  will  fall  short 
from  some  specific  cause  to  be  alleged  to  them,  Bince 
such  change  or  succession  took  place  or  by  reason 
thereof. 

14.000.  (3)  It  is,  in  my  opinion,  necessary  that  the 
last  portion  of  the  section,  which  at  present  allows  a 
break  in  the  average  and  the  assessment  to  be  made 
on  the  profits  of  the  actual  year,  should  be  continued 
under  any  Act  where  the  assessment  must  otherwise 
be  based  on  past  profits,  whether  those  profits  are 
the  average  of  a number  of  preceding  years  or  the 
preceding  year.  This  particular  section  was  in  the 
Act  of  1842  (Cases  I and  II,  Rule  4)  and  has  been 
continued  up  to  the  present  time,  and  I have  no 
reason  to  think  that  the  last  portion  might  be  re- 
pealed, but  its  retention  appears  to  me  to  be  of  such 
importance  that  some  evidence  should  be  given  on 
the  matter.  Under  normal  conditions  it  has  always 
been  considered  necessary  to  have  such  an  oppor- 
tunity of  breaking  the  average,  and  under  the 
abnormal  conditions  which  have  prevailed  within  the 
past  few  years  it  appears  to  be  more  necessary  that 
it  should  be  retained. 

14.001.  (4)  If  a change  in  partnership  takes  place 

during  the  current  year  the  business  might  be  con- 
tinued by  one  or  more  partners  who  have  taken  in 
the  past  only  a small  portion  of  the  profits,  and  the 
profits  will,  in  all  probability,  have  been  abnormally 
high  during  the  past  few  years.  Under  these  circum- 
stances if  the  whole  of  the  section  is  retained  the 
continuing  partners  would  in  the  first  instance  be 
assessed  on  the  profits  of  the  whole  business  in  a 
preceding  period,  either  an  average  of  three  years 
or  the  preceding  year,  and  it  might  then  easily  occur 
(and  more  especially  if  assessment  on  average  is  con- 
tinued) that  the  continuing  partners  would  be 
assessed  for  considerably  more  in  Income  Tax  and 
Super-tax,  even  at  present  rates,  than  they  have 
made  in  profits.  I can  best  illustrate  what  might 
happen  by  giving  the  circumstances  of  a case  upon 
which  I am  at  present  engaged,  where  the  uncertainty 
of  whether  the  last  portion  of  the  rule  will  be  retained 
may  cause  the  partners  who  were  proposing  to  con- 
tinue the  business  to  decide  that  the  risk  is  too 
great  and  give  up  the  business.  The  business  is  at 
present  carried  on  with  a house  in  this  country  where 
there  are  partners  resident  and  a house  abroad 
where  there  are  other  partners.  At  present  the 
assessments  are  made  as  follows: 

(1)  the  whole  of  the  profits  of  the  house  in  this 

country  are  assessed  for  Income  Tax  and 
the  partners  resident'  here  also  pay  Super- 
tax on  their  shares; 

(2)  the  shares  of  the  partners  resident  abroad  in 

the  profits  of  the  house  abroad  are  not 
assessed  for  Income  Tax  or  Super-tax,  but 
the  shares  of  the  partners  resident  in  this 
country  in  the  profits  of  the  house  abroad 
are  assessed  both  for  Income  Tax  and 
Super-tax. 

The  partners  resident'  abroad  are  retiring  and  also 
partners  in  this  country,  and  tho  remaining  partners 
in  tli is  country  were  proposing  to  continue  both 


businesses  with  managers  abroad.  The  question  of 
taxation,  however,  has  caused  them  seriously  to  con- 
sider whether  they  will  be  able  to  do  so.  The  profits 
of  the  past  few  yeajrs  have  been  large,  even  after  the 
payment  of  Excess  Profits  Duty,  but  the  shares  of 
the  partners  who  were  proposing  to  continue  were 
a comparatively  small  proportion  of  the  whole.  If 
they  decided  to  continue  they  would  reside  in  this 
country  and  under  present  rules  of  Income  Tax  the 
whole  of  the  profits  both  of  the  house  abroad  and  of 
the  one  in  this  country  would  be  assessable  on  an 
average  of  three  years.  The  profits  of  the  business  in 
the  next  few  years  can,  it  is  believed,  be  only  a small 
portion  of  those  of  the  past  few  years.  A calculation 
has  been  made  which  shows  that  if  the  assessment  was 
based  on  the  whole  of  the  profits  of  the  past  three 
yearB  (of  which  the  partners  who  propose  to  continue 
have  received  only  a proportion)  they  might  be 
assessed  for  Income  Tax  and  Super-tax  in  the  next  2 
years  on  a sum  over  4 times  the  amount  they  make  in 
profit  in  those  two  years  at  present  rates  of  tax.  The 
partners  could,  of  course,  under  the  present  Act,  apply 
for  an  amendment  of  the  assessment  on  the  ground 
that  the  profits  have  fallen  short  from  a specific  oause 
since  the  change  or  succession  took  place  or  by  reason 
thereof,  and  I have  no  doubt  that  the  retirement  of 
the  partners  and  the  continuance  of  the  business 
abroad  under  managers  instead  of  partners  would  be 
accepted  as  sufficient  evidence,  but  it  would  have  to 
be  proved  that  the  profits  had  fallen  short  from  such 
specific  cause. 

14.002.  (5)  No  means  have  yet  been  discovered  of 
getting  over  the  difficulty,  although  we  have  had  an 
interview  with  the  Board  of  Inland  Revenue,  and  it 
now  seems  likely  that  the  business  may  have  to  be 
discontinued  on  account  of  the  uncertainty  about  the 
“ specific  cause  ” portion  of  the  rule  being  continued, 
unless  some  means  of  getting  over  the  difficulty  can 
quickly  be  found.  The  partners  who  propose  to  con- 
tinue could  not  wait  until  the  report  of  the  Com- 
mission is  known  and  the  recommendations  em- 
bodied in  an  Act  of  Parliament.  The  house  abroad 
buys  from  the  house  in  this  country  and  the  goods 
are  manufactured  here.  It  is  practically  certain 
that  the  business  in  this  particular  market  will  bo 
lost  to  this  country  if  the  business  is  given  up  and 
the  turnover  is  a large  one.  Probably  in  most  cases 
it  would  be  more  equitable  to  the  Revenue  and  to 
the  taxpayers  if  there  was  a clause  in  the  Act  that 
where  a business  has  changed  ownership  by  the  retire- 
ment' of  a partner  or  partners  or  the  admission  of 
a new  partner  or  the  business  has  been  converted 
into  a limited  company,  the  firm  or  company  should 
be  treated  as  if  a new  business  had  been  commenced 
on  the  change  of  ownership. 

14.003.  (6)  In  practice  it  is  usually  not  difficult  to 
find  reasons  why  the  profits  have  fallen  short  from 
specific  cause  such  as  : — 

(1)  the  withdrawal  of  capital  by  a retiring 

partner  and  the  consequent  borrowing 
from  a bank  or  otherwise  and  the  pay- 
ment of  interest  thereon; 

(2)  where  a limited  company  is  formed  the  pay- 

ment of  directors’  fees  to  a director  or 
directors  who  were  formerly  the  pro- 
prietors of  the  business. 

Where  the  profits  are  greater  than  on  the  average 
the  successors,  of  course,  accept  the  average  without 
question,  but  where  the  profits  are  less  after  the 
change  they  will  certainly  try  to  break  the  average 
by  showing  that  the  profits  have  fallen  short  from 
some  “ specific  cause.” 

14.004.  (7)  There  is  one  case  in  which  there  must, 
in  my  opinion,  be  a provision  for  succession  in  any 
event  which  is  now  dealt  with  fully  in  Rule  11,  viz., 
that  where  a business  is  bought  and  amalgamated 
with  another  business  the  profits  of  the  business 
taken  over  must  be  added  to  those  of  the  firm  or 
company  taking  over  in  arriving  at  the  average.  It 
would  obviously  be  unfair  to  the  Revenue  to  bring 
into  average  the  profits  of  an  amalgamated  business 
and  average  these  for  a period  with  the  profits  of  the 
absorbing  firm  or  company  only. 
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( Point  2.) — j Rules  applicable  to  Gases  I and  II, 
Rule  3. 

14.005.  (8)  In  computing  the  amount  of  the  profits 
or  gains  to  be  charged  no  sum  shall  be  deducted  in 
respect  of : — 

(l)  any  annual  interest,  or  any  annuity,  or  other 
annual  payment  payable  out  of  the  profits 
or  gains. 

This  rule  must  be  read  in  conjunction 
with 

“ All  Schedules  Rule  19  (1).” 

Where  any  yearly  interest  of  money,  annuity, 
or  other  annual  payment  (whether  payable 
within  or  out  of  the  United  Kingdom  . . .), 
is  payable  wholly  out  of  profits  or  gains 
brought  into  charge  to  tax,  no  assessment 
shall  be  made  upon  the  person  entitled  to 
such  interest,  annuity,  or  annual  payment, 
but  the  whole  of  those  profits  or  gains  shall 
be  assessed  and  charged  with  tax  on  the 
person  liable  to  the  interest,  annuity,  ox- 
annual  payment,  without  distinguishing 
the  same,  and  the  person  liable  to  make 
such  payment,  whether  out  of  the  profits 
or  gains  charged  with  tax  or  out  of  any 
annual  payment  liable  to  deduction  or 
from  which  a deduction  has  been  made, 
shall  be  entitled,  on  making  such  payment, 
to  deduct  and  retain  thereout  a sum  repre- 
senting the  amount  of  the  tax  thereon  at 
the  rate  or  rates  of  tax  in  force  during 
the  period  through  which  the  said  pay- 
ment was  accruing  due. 

The  person  to  whom  such  payment  is 
made  shall  allow  such  deduction  upon  the 
receipt  of  the  residue  of  the  same,  and 
the  person  making  such  deduction  shall  be 
acquitted  and  discharged  of  so  much  money 
as  is  represented  by  the  deduction,  as  if 
that  sum  had  been  actually  paid. 

14.006.  (9)  There  is  of  course  no  reason  in  itself  why 
a payment  which  is  unquestionably  an  expense  of 
carrying  on  the  business  should  not  be  allowed  as  a 
deduction  in  arriving  at  the  profits  taxable.  The 
disallowance  of  such  a deduction  is  carrying  out  as 
far  as  possible  the  principle  of  taxation  at  the  source, 
a principle  which  is,  in  my  opinion,  correct  and 
should  not  be  departed  from. 

14.007.  (10)  There  cannot,  I think,  he  any  objection 
to  the  rule  where  the  money  is  payable  in  the  United 
Kingdom,  but  the  fact  that  the  rule  also  applies  to 
money  payable  “ out  of  the  United  Kingdom  ” causes 
many  injustices.  There  are  many  businesses  where 
the  whole  of  the  trading  operations  are  carried  on 
abroad,  but  the  total  profits  are  assessable  here  be- 
cause the  business  is  owned  by  a company  registered 
in  this  country  or  by  persons  resident  here,  in  which 
case  it  can  be  held  that  there  is  actual  control  or 
potential  control  which  would  constitute  “ residence  ” 
under  the  Act.  In  many  of  these  cases,  say,  in  the 
case  of  a business  in  South  America,  where  the  cir- 
cumstances frequently  arise,  money  is  borrowed  in 
South  America  for  the  purpose  of  the  business  in  that 
country  and  is  used  there.  In  such  cases  it  is  useless 
pointing  out  to  the  person  from  whom  the  money  is 
borrowed  that  he  must,  under  the  English  Income  Tax 
Act,  allow  a deduction  of  6s.  in  the  £ on  such  interest. 
He  is  not  amenable  to  English  law  and  would  refuse 
to  lend  money  on  any  such  understanding.  He  only 
recognizes  the  laws  of  his  own  country  and  pays  his 
taxes  there. 

14.008.  (11)  In  any  business  on  the  profits  of  which 
English  Income  Tax  is  paid,  where  money  is  borrowed 
abroad  and  used  abroad,  the  persons  owning  the 
business  must  pay  interest  at  the  rate  current  in  the 
country  in  which  the  money  is  borrowed  and  at  the 
same  rates  as  their  competitors  who  are  not  assessed 

o English  Income  Tax  and  must  also  pay  Income 
lax  on  this  interest  without  any  right  of  recovery 
from  the  lender.  J 

14,009  (12)  The  matter  is  carried  further  by  Rule 
, which  provides  that  upon  payment  of  any  interest 
° ?°ney>  n°f  payable  or  wholly  payable  out  of 
prohts  or  gains  brought  into  charge,  the  person  by 
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or  through  whom  any  such  payment  is  made  shall  de- 
duct thereout  a sum  representing  the  amount  of  the 
tax  thereon  at  the  rate  in  force  at  the  time  of  the  pay- 
ment, and  shall  forthwith  render  an  account  to  the 
Commissioners  of  Inland  Revenue  of  the  amount  so 
deducted  and  every  such  amount  shall  be  a debt  duo 
from  him  to  the  Crown  and  shall  be  recoverable  as 
such.  Thus  if  such  a trader  makes  a loss  on  the 
average  of  three  years  and  has  paid  interest  on 
money  borrowed  abroad  and  used  abroad,  on  which 
he  cannot,  in  practice,  deduct  English  Income  Tax, 
although  the  Act  says  he  shall,  he  must,  nevertheless, 
pay  to  the  Revenue  tax  on  this  interest.  This  is  in- 
equitable whatever  the  rate  of  tax  but  is  now  a great 
hardship  with  an  Income  Tax  of  6s.  in  the  £.  It 
must  be  borne  in  mind  that  taxation  is  payable  in 
the  country  in  which  the  business  is  carried  on  as 
well  as  in  this  country,  but  this  cannot  be  avoided. 
The  taxes  paid  abroad  ai-e  allowed  as  a deduction  in 
arriving  at  the  taxable  profits  in  this  country  but 
English  taxes,  of  course,  are  not. 

( Point  3.)— Super-tax. 

14,010.  (13)  The  charging  section  (Part  II,  section 
4)  reads : — 

“ la  addition  to  the  income  tax  charged  at  the 
“ rate  prescribed  for  any  year,  there  shall  bo 
charged,  levied,  and  paid  for  that  year  in  res- 
“ pect  of  the  income  of  any  individual  the  total 
“ of  which  from  all  sources  exceeds  two  thousand 
“five  hundred  pounds,  an  additional  duty  of 
“ income  tax  (in  this  Act  referred  to  as  super- 
“ tax)  at  the  rate  ar  rates  prescribed  by  Parlia- 
“ ment  for  that  year”  Section  5 (1)  provides 
that  ‘ ‘ for  the  purposes  of  super-tax  the  total 
“ income  of  any  individual  from  all  sources  shall 
“ be  taken  to  be  the  total  income  of  that  individ- 
“ ual  from  all  sources  for  the  previous  year, 
“ estimated  in  the  same  manner  as  the  total 
“ income  from  all  sources  is  estimated  for  the 
“ purposes'  of  exemption  or  abatement  under  this 
“ Act ” 

Neither  of  these  sections  refers  to  “ residence  ” and 
a person  permanently  resident  abroad  is  assessable 
for  Super-tax  if  he  has  an  income  in  this  country  of 
over  £2,500  from  which  Income  Tax  has  been  deducted. 
There  are  no  sections  in  the  Act  which  enable  the 
authorities  to  recover  the  amount  of  any  Super- 
tax from  property  or  investments  in  this  country, 
and  consequently  if  an  assessment  is  made  the  person 
so  assessed  can  pay  or  not  as  he  feels  inclined.  Forms 
for  return  are  sent  to  all  people  resident  abroad  who 
are  believed  to  have  an  income  of  more  than  £2,500 
in  this  country  and  if  this  is  disregarded  further  foi-ms 
are  sent.  After  several  forms  have  been  sent  the  usual 
procedure  is  for  a letter  to  be  written  stating  that 
if  there  is  further  failure  to  comply  with  the  request 
to  make  a return  the  Commissioners  will  proceed  to 
make  an  assessment  under  the  powers  conferred  by 
the  Act  to  the  best  of  their  judgment.  In  a number 
of  cases  where  such  letters  have  been  received  the 
persons,  assuming  that  the  authorities  had  power 
to  recover  the  tax  or  such  a letter  would  not  have 
been  written,  have  made  returns  and  have  paid  the 
tax.  In  most  cases,  however,  I believe  the  letters 
have  been  disregarded,  and  at  that  point  the  question 
of  assessment  has  been  dropped.  It  seems  to  be  un- 
satisfactory that  such  letters  should  be  written  where 
there  are  no  means  of  recovering  the  tax  if  an 
assessment  is  made. 

In  my  opinion,  Super-tax,  being  a personal  tax, 
should  not  be  payable  by  persons  resident  outside 
the  United  Kingdom,  and  I also  think  it  is  against 
the  interests  of  the  country  that  it  should  be  so. 
With  the  Income  Tax  at  6s.  in  the  £ many  people 
resident  abroad  are  considering  whether  they  are  not 
paying  too  high  a price  for  the  security  of  their 
money  invested  in  this  country,  and  if,  in  addition, 
they  were  compelled  to  pay  Super-tax  by  some  pro- 
vision with  regard  to  recovery  against  property  or 
investments  in  this  country,  it  would  inevitably  lead 
to  the  withdrawal  of  capital  from  this  country,  which 
is  undesirable. 

[This  concludes  the  evidence-in-chief.] 
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14.011.  Chairman:  We  have  your  paper;  will  you 
state  briefly  the  points  that  you  want  to  lay  before  the 
Commission? — I think  what  I have  put  down  ex- 
presses what  I wanted  to  say. 

14.012.  If  you  like,  it  may  save  time  if  I ask  Mr. 
Kerly  to  commence  your  examination  right  away,  and 
he  will  take  the  points  ? — Yes,  and  if  there  is  anything 
further  that  I want  to  comment  on  afterwards, 
perhaps  I may  do  so. 

14.013.  Mr.  Kerly : Your  first  point,  as  I under- 
stand it,  is,  you  think  that  if  the  three  years’  average 
does  not  apply  to  a particular  case — that  is  to  say, 
where  the  actual  income  is  different  for  what  is 
called  in  the  Act  a “ specific  cause  ” — the  taxpayer 
should  be  allowed  an  appeal  for  special  treatment  on 
that  ground? — Yes. 

14.014.  You  want  that  specific  cause  section  to 
remain? — Yes,  and  to  be  slightly  strengthened. 

14.015.  It  is  the  existing  law,  and  you  want  it  to 
remain,  and  you  merely  wish  to  call  attention  to  its 
importance? — Yes,  if  assessment  is  based  on  past 
profits,  whether  those  profits  are  ascertained  on  a 
three  years’  average  or  one  year. 

14.016.  You  draw  special  attention  in  paragraph  7 
to  the  case  of  amalgamated  businesses? — Yes. 

14.017.  You  suggest  that  some  special  method  of 
assessment  should  be  adopted  where  a business  is 
amalgamated  with  another  business? — Yes. 

14.018.  What  is  your  proposal  with  regard  to  that? 
— That  the  profits  of  both  businesses  should  be 
averaged  in  arriving  at  the  returnable  profits.  It 
would  not  be  fair  to  the  Revenue  to  take  two  years 
of  the  absorbing  business  and  one  year  of  the  two 
businesses  worked  together  to  arrive  at  an  average. 
That  would  arise  at  the  present  time.  This  again  is 
not  any  variation  of  what  is  the  present  law. 

14.019.  What  you  suggest  as  a normal  rule  is  that 
if  you  have  got  one  year  of  the  amalgamated  business 
and  two  years  of  separate  businesses,  you  should  take 
the  two  businesses  in  the  two  preceding  years  as  one? 
— That  is  so. 

14.020.  That,  of  course,  would  have  to  be  subject  to 
any  specific  cause  under  section  134  ? — They  would  still 
have  the  right  of  specific  cause. 

14.021.  Your  next  point,  I think,  is  that  where  a 
trader  pays  interest  abroad  he  should  not  be  required 


to  deduct  Income  Tax  from  the  interest  so  paid? — 
Yes. 

14.022.  You  mean,  of  course,  interest  payable  to  a 
resident  abroad? — Yes. 

14.023.  Who  is  not'  liable  to  pay  English  Income 
Tax? — That  is  so. 

14.024.  Do  you  recognize  that  that  might  enable  an 
English  trader  to  borrow  his  money  more  cheaply 
abroad? — If  an  English  trader  borrows  money  and 
uses  it  in  the  business  in  England  he  would  have  to 
deduct  Income  Tax;  I do  not  suggest  that  he  should 
not  deduct  Income  Tax  under  those  circumstances. 

14.025.  Would  you  further  limit  it  to  interest  which 
is  paid  to  a non-resident  not  liable  to  English  Income 
Tax,  and  also  borrowed  for  use  abroad? — That  is  so; 
that  is  how  I did  intend  to  limit  it. 

14.026.  Your  last  proposition,  I think,  is  with  re- 
gard to  Super-tax  recoverable  from  a non-resident, 
and  your  suggestion  is  that  it  should  be  given  up? — 
Yes. 

14.027.  We  are  having  official  evidence  about  that, 
and  I will  not  ask  you  any  further  questions  upon  the 
same  point? — It  is  given  up  at  the  present  time,  of 
course. 

14.028.  It  is  recovered  where  it  can  be  got? — In 
some  cases. 

14.029.  Chairman:  This  is  not  on  your  paper,  but 
you  have  had  a large  experience  of  accountancy  in  the 
North  of  England.  Are  there  great  evasions  of 
Income  Tax  being  carried  on  now? — I do  not  think 
so — not  within  my  experience.  I think  most  of  the 
cases  of  evasion  have  been  gradually  brought  to  light 
and  have  been  very  much  checked. 

14.030.  You  do  not  know  of  any;  you  cannot  give 
the  Commission  any  help  in  that  matter? — I do  not 
think  so,  my  lord.  Of  course,  a great  many  were 
discovered  by  the  operation  of  the  Exoess  Profits 
Duty  Act,  because  a great  many  people  who  had 
made  wrong  returns  for  Income  Tax  were  very 
anxious  to  show  that  those  returns  were  wrong,  so 
that  they  did  not  have  to  pay  so  much  Excess 
Profits  Duty;  that  had  the  effect  of  bringing  out  a 
good  many  cases  of  evasion. 

14.031.  Chairman:  That  finishes  your  evidence. 
Thank  you. 


Mr.  W.  Allen,  on  behalf  of  the  Middle  Classes’  Union,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

14.032.  (1)  No  further  rise  in  the  rate  of  Income 
Tax  is  possible  on  incomes  under  £2,000  a year  with- 
out serious  hardship,  not  only  to  the  individual  tax- 
payer, but  also  to  the  middle  classes  as  a whole.  An 
income  of  £2,000  now  does  not  represent  in  purchasing 
power  much  more  than  an  income  of  £1,000  did  in 
1914.  If  the  tax  is  further  raised  it  appears  in- 
evitable that  the  standard  of  living  of  all  those  who 
have  incomes  of  only  a moderate  amount  will  have  to 
be  lowered.  Their  purchasing  power  will  be  seriously 
curtailed,  and  this  must  have  a detrimental  effect  on 
the  internal  trade  of  the  country. 

It  must  also  be  borne  in  mind  that  there  comes  a 
limit  beyond  which,  if  taxation  is  raised,  the  incentive 
to  work  is  largely  destroyed  on  account  of  the  small 
return  an  individual  receives  for  his  effort.  It  is 
believed  that  this  point  has  now  been  reached,  and 
that  any  rise  in  the  present  rate  of  tax  on  the  income 
of  the  middle  classes  Avould  result  in  diminution  of 
work. 

It  is  recommended  that  the  maximum  rates  of 
Income  Tax  now  in  force  on  incomes  under  £2,000  a 
year  should  not  be  raised. 

14.033.  (2)  Joint  assessment  of  the  incomes  of 
married  persons. — Legal  fictions  die  hard,  and  the 
present  system  of  aggregating  the  incomes  of  husband 
and  wife  for  the  purposes  of  determining  the  rate  of 
Income  Tax  to  be  charged  appears  to  be  based  on  the 
law  as  it  existed  before  the  Married  Women’s  Pro- 
perty Acts  were  passed.  In  those  days  a husband  to 
a great  extent  had  the  control  of  his  wife’s  property. 
Now  he  has  not,  and  it  is  hard  to  find  any  reason  why 


the  usual  rule  that  it  is  the  income  of  the  individual 
that  is  to  be  taxed  should  be  departed  from.  There 
is  no  logical  reason  why  there  should  be  a different 
rule  for  large  and  small  incomes  in  this  matter,  but, 
having  regard  to  the  difficulty  that  might  be  experi- 
enced at  the  present  juncture  in  making  up  the  loss 
to  the  Treasury,  estimated  by  Mr.  C.  G.  Spry  at 
£20,000,000  a year,  it  is  thought  that  the  hardships 
of  the  present  system  would  be  largely  met  if  aggre- 
gation did  not  apply  to  cases  in  which  the  joint 
income  was  under  £2,000  a year.  According  to  Mr. 
Spry’s  table,  on  page  126  of  the  Minutes  of  Evidence 
given  before  the  Commission  (see  par.  2671),  the  los3 
to  the  State  would  appear  to  bo  : — 

On  incomes  from  £131  to  £600  a year  £1,500,000 
From  £501  to  £1,000  a year  ...  ...  £3,500,000 

From  £1,001  to  £2,500  a year  ...  £7,300,000 

Taking  two-thirds  of  the  last  figure  as  the  loss  to 
the  Treasury  on  incomes  between  £1,001  and  £2,000  a 
year,  the  total  amount  involved  in  making  such  a 
change  would  amount  to  £9,866,000.  Examples  show- 
ing the  effect  of  the  present  system  have  been  put 
before  the  Commission  ( see  pages  61,  62  and  63  of  the 
Minutes  of  Evidence),  and  it  is  thought  unnecessary 
to  reproduce  others,  as  these  are  sufficient  to  illus- 
trate the  injustice  of  the  present  system.  The  prin- 
ciple of  the  Income  Tax  Acts  is  that  it  is  the  income 
of  the  person  which  is  taxed,  and  this  is  not  departed 
from  in  any  case  except  that  of  husband  and  wife. 
Trustees  administering  the  incomes  of  children  living 
together  would  only  pay  the  rate  of  tax  on  the  income 
of  each  child.  The  same  rule  would  apply  to  the  in- 
come of  brother  and  sister,  father  and  son,  or  any 
other  persons  who  made  up  a joint  household. 
Marriage  only  is  taken  to  be  a reason  for  aggregation. 
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There  would  have  to  be  some  safeguard  against 
collusive  arrangements  between  husband  and  wife  for 
the  sake  of  avoiding  tax.  A satisfactory  one  appears 
to  be  that  suggested  by  a member  of  the  Com- 
mission on  page  131  of  the  Minutes  of  Evidence. 
("Question  2734.1  A marriage  settlement  should, 
however,  be  included  in  the  proposal,  otherwise  it 
would  be  possible  in  this  way  for  persons  having 
property  to  settle  to  avoid  a part  of  the  tax  which 
could  not  be  avoided  by  two  persons  having  only 
earned  incomes. 

The  question  arises  how  loss  to  the  State  can  be 
made  up  if  the  concession  is  granted.  It  may  not 
be  within  the  province  of  a witness  to  make  sugges- 
tions, but,  if  it  is,  it  appears  that  settlements  are 
being  made  at  the  present  time  to  avoid  Income  Tax, 
and  that  charges  are  being  created  in  many  cases  for 
the  same  reason.  The  following  is  an  illustration. 
A father  has  an  income  of  £15,000  a year.  Assume 
he  has  4 children.  He  charges  £1,000  a year  on  the 
estate  for  each  of  the  two  sons  and  £500  a year  each 
for  the  two  daughters,  the  charges  to  remain  in  force 
until  each  child  reaches  the  age  of  21.  The  Income 
Tax  and  Super-tax  he  would  have  to  pay  on  the 
£3,000  amounts  to  £1,575  (6s.  in  the  £ Income  Tax 
and  4s.  6d.  Super-tax).  Under  the  arrangement  each 
son  would  pay  at  the  rate  of  3s.  9d.  in  the  £ or 
£187  10s.  a year,  and  each  daughter  at  the  rate  of 
3s.  in  the  £,  or  £75  a year.  The  total  taxation  for 
the  children  would  thus  be  £527.  The  loss  to  the 
State  through  what  is  really  a fictitious  transaction 
amounts  to  £1,050  per  annum.  Such  transactions  as 
the  above  are  becoming  common  in  the  case  of  large 
estates  and  if  prohibited  the  sum  saved  would  go  some 
way  towards  making  up  the  loss  through  abandoning 
joint  assessment  of  husband  and  wife.  Words  similar 
to  those  in  the  Finance  (No.  2)  Act,  1915,  relating  to 
fictitious  transactions  might  have  the  desired  effect. 

14.034.  (3)  Recovery  of  overpaid  tax. — There  is 
often  considerable  delay  in  the  recovery  of  overpaid 
tax.  This  applies  particularly  to  cases  in  which  tax 
is  deducted  at  the  source.  In  the  case  of  small  un- 
earned incomes  from  £250  to  £300  a year  as  much  as 
£45  or  £50  may  easily  be  overpaid.  This  is  clearly 
a hardship,  for  at  the  present  time  a person  having 
a small  income  has  little  margin  above  his  living  ex- 
penses. It  is  recommended  that  any  amount  over- 
paid should  be  recoverable  at  least  every  three  months. 
The  Surveyor  of  Taxes  might  also  be  authorized  on 
the  production  of  a dividend  warrant  showing  that 
tax  had  been  paid  at  the  full  to  give  an  order  on 
the  Post  Office  for  the  repayment  of  the  excess  on  the 
basis  of  the  rate  charged  on  income  for  the  previous 
year.  The  extent  of  the  grievance  that  exists  at 
present  is  illustrated  by  the  fact  that  offices  exist  for 
the  recovery  of  over-paid  taxes,  and  they  charge  in 
some  cases  as  much  as  25  per  cent,  on  the  sums 
recovered. 

14.035.  (4)  Forms  of  return. — The  present  forms  of 
return  are  difficult  to  understand,  and  many  fail, 
even  after  careful  perusal  and  consideration,  to  under- 
stand exactly  what  ris  required  of  them.  They  find  it 
necessary  to  obtain  professional  assistance  in  making 
their  returns  which  involves  them  in  additional  cost. 
One  reason  for  the  complicated  nature  of  the  form 
is  that  it  deals  with  every  kind  of  income.  If  forms 
could  be  issued  dealing  with  only  the  class  of  income 
for  which  the  taxpayer  has  made  his  return  for  the 
previous  year,  it  would  make  for  simplicity.  Such  a 
form  could  contain  an  intimation  that  if  there  was  any 
other  income  a separate  form  should  be  applied  for. 
This  may  not  be  an  ideal  suggestion,  but  lit  is  thought 
it  would  materially  help  those  who  have  only  small 
incomes  derived  from  one  or  two  sources  and  who  are 
not  used  to  filling  up  complicated  forms. 

14.036.  (5)  Taxation  of  weekly  wage-earners. — It  is 
suggested  that  the  present  system  of  taxing  the  wages 
of  manual  workers  is  unsatisfactory.  Under  the  law, 
as  it  now  stands,  those  engaged  in  manual  labour  are 
assessed  quarterly,  while  others  who  are  also  paid 
weekly,  such  as  clerks  and  typists,  come  under  the 
ordinary  rule  of  annual  assessments.  There  does  not 
semn  to  be  any  reason  for  distinguishing  between  the 
different  classes  of  workers,  and  the  quarterly  assess- 
ment is  believed  to  lead  to  considerable  loss  to  the 


Revenue,  because  it  is  difficult,  if  not  impossible,  to 
trace  a worker  who  often  changes  his  employment. 

It  is  recommended  that  in  the  case  of  all  weekly 
wage-earners  liable  to  pay  Income  Tax,  the  employer 
should  deduct  the  tax  weekly,  and  stamp  a card  or 
book  with  stamps  representing  the  amount  deducted 
and  hand  the  card  or  book  to  the  worker.  The  Sur- 
veyor for  the  district,  before  this  was  done,  would 
inform  the  employer  of  the  correct  rate  to  be  deduc- 
ted, and  if  it  was  found  at  the  end  of  the  quarter 
that  there  had  been  an  over-payment,  the  Surveyor 
should  have  authority  to  refund  it  at  once.  Such 
a system,  it  is  thought,  would  diminish  the  cost  of 
collection  and  would  also  prevent  evasion.  As  the  law 
stands  at  present,  a worker  often  does  not  realize 
that  at  the  end  of  a quarter  a demand  will  be  made 
on  him  for  the  tax,  and  consequently  nothing  is  put 
on  one  side  to  meet  it.  The  result  is  that  when  he 
has  to  pay  at  the  end  of  three  months  he  feels  that 
an  undue  amount  has  been  taken  from  his  current 
week’s  wages,  whereas  a small  deduction  week  by 
week  would  not  be  felt  to  the  same  extent. 

The  chief  requirement  of  a person  responsible  for 
the  management  of  the  household  expenses  of  a weekly 
worker  is  to  know  with  certainty  the  amount  that 
will  be  received  week  by  week,  and  any  considerable 
deduction  in  a particular  week  upsets  the  whole 
household. 

14.037.  (6)  Assessment  on  the  three  years'  average. 
—It  is  recommended  that'  this  should  be  abolished, 
and  that  all  assessments  should  be  on  the  amount  of 
the  person’s  income  for  the  previous  year.  The 
advantage  of. this  would  be  that  a person  would  pay 
the  tax  when  he  had  the»money,  and  in  years  when 
little  was  earned  little  would  be  paid. 

14.038.  (7)  Abatement  given  for  children. — The 
relief  given  by  section  21  of  the  Finance  Act,  1919, 
has  to  some  extent  mitigated  the  hardship  that  was 
previously  felt  by  members  of  the  middle  classes  who 
had  children  to  educate.  It  is  strongly  urged,  how- 
ever, that  the  section  should  be  extended.  The  cost 
of  education  presses  very  heavily  on  those  who  have 
only  a moderate  income.  Not  only  have  they  to  pay 
for  the  education  of  their  own  children,  but  they 
are  heavily  taxed  to  defray  the  cost  of  the  education 
of  the  children  of  manual  wage-earners,  and  it  is  felt 
that  a large  deduction  should  be  allowed  them  for 
educational  purposes  from  their  taxable  income 
Having  regard  to  the  importance  to  the  State  of  the 
efficient  education  of  the  children  of  the  middle 
classes,  it  is  thought  that  a deduction  should  be 
allowed  of  at  least  50  per  cent,  of  the  erst  of  the 
education  of  each  child.  This,  at  first  sight,  may  seem 
excessive,  but  when  it  is  remembered  that  the  rise  in 
the  amount  of  tax  on  such  incomes  since  1914  rep- 
resents in  many  cases  as  much  as"  the  total  cost  of 
educating  a child,  it  does  not  appear  to  be  too  much, 
and  only  those  who  are  in  touch  with  this  class  can 
understand  how  great  a Btrain  is  the  cost  of  educa- 
tion. 

14.039.  (8)  Co-operative  Societies. — It  is  recom- 
mended that  the  profits  of  such  societies  should  be 
liable  for  the  payment  of  tax. 

[T/iis  concludes  the  evidence-in-chief .] 

14.040.  Chairman : Is  the  Middle  Classes’  Union 
strong? — It  is  a comparatively  new  body,  but  since 
its  inception  I understand  it  has  got  a very  con- 
siderable membership. 

14.041.  And  the  main  point  of  its  existence  is  to 
protect  that  middle  class? — To  protect  the  middle 
class  and  look  after  the  interests  of  the  middle  class. 

I do  not  know  that  it  is  very  easy  to  define  exactly 
what  the  middle  class  is,  but  roughly  the  intention  is 
to  do  what  they  can  for  all  small  traders  and  for  the 
professional  classes  as  a whole. 

14.042.  It  is  really  an  organisation  which  is  of 
some  moment? — Yes,  I think  it  is. 

14.043.  We  will  examine  you  on  your  evidence-in. 
chief,  if  you  will  kindly  answer  the  questions  that 
the  Commissioners  put  to  you. 

14.044.  Mr.  Kerly : Will  you  tell  me  how  many 
members  your  Union  has? — The  information  that  has 
been  just  given  me  is  that  there  are  about  20,000. 
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14.045.  What  are  the  limitations;  what  is  your 
definition  for  membership? — I think  that  anyone  can 
join  the  Union  on  payment  of  the  subscription. 

14.046.  Except  so  far  as  the  title  limits  the  desire 
of  persons  to  become  members  it  is  merely  a casual 
collection  of  the  community? — -That  is  so. 

14.047.  What  am  I to  understand  your  evidence  to 
imply  by  the  expression  “ middle  classes  ” — between 
some  limits  of  income,  do  you  mean? — Well,  gener- 
ally, incomes  under  £2,000  a year. 

14.048.  You  suggest  that  the  increased  Income  Tax 
presses  heavily  upon  such  incomes;  that  it  true  of 
all  incomes? — It  is  true  it  does  on  all  incomes,  but 
the  margin  on  the  smaller  incomes  is  less  than  on 
the  larger.  When  a person  has  a high  income  by 
cutting  out  certain  luxuries  he  can  get  on  comfort- 
ably, but  when  his  income  is  smaller,  when  he  is 
heavily  taxed  very  often  he  has  to  cut  out  some  of 
the  necessities. 

14.049.  By  necessities  you  mean  conventional 
necessities  ? — I mean  what  have  been  ordinarily 
taken  to  be  the  necessities  of  life  in  the  station  in 
which  he  is  living — at  any  rate  the  ordinary  necessi- 
ties up  to  the  present  time. 

14.050.  That  is  what  I mean  by  conventional 
necessities — the  customary  expenditure  having  re- 
gard to  his  social  position? — That  is  so. 

14.051.  The  increased  taxation  has  driven  members 
of  the  middle  classes  to  limit  their  expenditure  upon 
customary  conventional  necessities  ? — Yes,  I think 
there  is  no  doubt  about  that  at  all. 

14.052.  Putting  aside  the  very  rich,  it  has  the 
same  operation  upon  the  rest  of  the  community? 
— It  no  doubt  has  to  a certain  extent,  but  I think 
to  a less  extent  on  the  higher  incomes. 

14.053.  You  suggest  that  there  comes  a limit,  and 
if  taxation  is  raised  beyond  that  limit  the  incentive 
to  work  would  be  largely  destroyed  ; do  you  seriously 
suggest  that,  say,  a professional  man  is  likely  to  be 
less  inclined  to  work  hard  and  earn  all  he  can  be- 
cause his  taxes  are  increased? — Yes,  I do.  Assume 
a case  where  a man  has  a fixed  income  that  he  can 
live  upon.  If  he  knows  that  a very  large  amount 
of  anything  he  earns  after  that  is  to  be  taken  away, 
he  is  not  likely  to  do  the  same  amount  of  work  that 
he  otherwise  would.  In  some  cases  that  have  come 
under  my  notice  people  have  actually  given  up  work 
because  such  a large  proportion  was  taken  away.  I 
am  not  defending  Nthat;  I do  not  think  it  is  right; 
but  still  I think  that  is  taking  place. 

14.054.  Putting  aside  the  exceptional  case  of  a 
man  who  has  an  unearned  income  which  he  can  live 
upon  and  who  gets  luxuries  by  working,  I should 
have  thought  that  the  professional  man,  taking  him 
as  a type,  is  one  of  the  people  who  has  his  back  to 
the  wall,  and  has  got  to  work ; the  more  you  ask  him 
for  the  harder  he  has  got  to  work  to  earn  it? — 
That  is  so  up  to  a point,  but  if  you  taka  more  than 
a certain  amount  away  from  a person  I think  that 
the  incentive  to  work  is  destroyed.  He  will  work 
to  keep  himself  in  a certain  position,  but  he  will  not 
work  as  hard  as  he  otherwise  would  to  get  a little 
more,  I think. 

14.055.  Leaving  the  general  question,  your  second 
point  .is  about  the  joint  .assessment  of  married 
persons? — Yes. 

14.056.  You  suggest  that  the  wife  should  be 
assessed  separately? — Yes,  that  is  my  suggestion. 

14.057.  And  the  two  incomes  should  be  treated 
separately  to  determine  the  rate  of  tax  payable? — 
Yes. 

14.058.  Do  you  suggest  that  the  wife  allowance 
should  still  continue? — That  is  a difficult  matter;  I 
think  that  it  might  continue  in  certain  cases,  but 
not  in  all. 

14.059.  What  do  you  mean? — I think  that  the  wife 
allowance  might  only  continue  in  certain  cases 
under  a certain  amount,  but  I think  the  principle 
of  the  separate  assessment  is  the  important  one. 
As  long  as  that  was  granted  the  other  is  of  com- 
paratively small  importance. 

14.060.  There  seems  some  want  of  logic  in  con- 
tinuing the  wife  allowance,  upon  the  footing  of  a 


common  purse,  and  yet  assessing  the  two  contri- 
butors to  the  common  purse  separately? — No,  I think 
not.  I think  if  you  have  a small  income — it  may  be 
all  earned  by  one  of  the  two  partners  of  the  marriage 
— a certain  allowance  should  be  given  on  account  of 
the  wife. 

14.061.  On  the  footing  that  there  is  a common 
purse  with  two  people  to  draw  upon  it? — Two  people 
to  draw  upon  the  same  purse. 

14.062.  Do  you  suggest  that  if  the  wife’s  income 
is  separately  assessed  she  should  be  treated  specially 
as  a successor  to  her  husband  on  his  death?  At 
present  she  pays  a much  lower  rate  of  Estate  Duty. 
Is  that  to  continue,  or  is  she  to  be  treated  as  a 
stranger? — I do  not  think  she  should  be  treated  as  a 
stranger.  I do  not  think  she  should  have  any  greater 
benefit  than  a child  would  have. 

14.063.  I appreciate  the  exceptional  case  of  a child 
you  have  just  referred  to.  You  would  maintain  the 
present  reference  to  her  association  with  her  husband 
for  the  wife  allowance  and  for  the  Death  Duty  suc- 
cession, but  you  would  nevertheless  assess  her  sepa- 
rately?— I would  certainly  assess  her  separately. 
If  you  have  any  other  common  household  the 
partners  making  it  up  are  assessed  separately,  and 
I take  it  that  the  principle  of  the  Income  Tax  Acts 
is  that  it  is  the  income  of  the  individual  that  you 
tax  and  not  the  income  of  the  household. 

14.064.  At  the  end  of  paragraph  2 you  suggest  that 
there  would  be  a saving  in  certain  events  which  would 
go  some  distance  towards  making  up  the  loss  by 
abandoning  the  joint  assessment  of  husband  and  wife; 
that  is  pure  speculation,  is  it  not,  or  have  you  any 
figures  to  support  it  ? — I have  no  figures  to  support  it. 
I know  that  charges  such  as  I mentioned  there  are 
being  created  and  it  seems  to  me  that  it  is  easier  for 
a person  having  a large  estate  to  create  such  a chargo 
than  for  other  people  who  rely  solely  for  their  living 
on  earned  income. 

14.065.  Is  there  any  reason  whatever  for  suggesting 
that  the  saving  in  dealing  with  the  fictitious  arrange- 
ments that  you  have  been  suggesting  would  amount 
to  millions? — I could  not  say  the  figure. 

14.066.  In  paragraph  4 you  suggest  that  a taxpayer 
should  only  have  one  form  of  return  appropriate  to 
his  case ; that  is  what  I gather  the  gist  of  paragraph  4 
is.  Would  it  not  bo  necessary  to  have  some  sort  of 
general  declaration  in  order  to  make  sure  that  the 
taxpayer  has  only  the  income  to  which  that  particular 
form  relates  ?— I quite  agree ; I think  it  would  be. 

14.067.  Would  you  accept  it  in  this  form,  that 
everybody  should  make  one  general  declaration,  and 
that  then  there  should  be  four  or  five  separate  forms 
appropriate  for  each  head  of  income? — Yes. 

14.068.  Or  perhaps  one  combined  form  where  there 
are  several? — Yes,  I quite  accept  that. 

14.069.  You  think  that  would  be  simpler  for  the 
ordinary  taxpayer? — I think  it  would.  After  this 
memorandum  had  been  prepared  this  point  was  dis- 
cussed by  the  Committee  of  the  Union  that  is  dealing 
with  these  points,  and  it  certainly  thought  that  a sug- 
gestion of  your  lines  would  be  the  best  one. 

14.070.  If  I may  say  so,  I cordially  agree  with  you. 
T think  the  ordinary  taxpayer  is  only  confused  by 
having  a lot  of  surplus  matter? — I think  he  is. 

14.071.  And  it  would  be  much  simpler  for  him  if  he 
were  offered  his  choice  of  three  or  four  instead  of  one 
combined  and  complete  form? — Plus  your  general 
declaration. 

14.072.  Yes.  Then  you  deal  in  paragraph  7 with  a 
matter  I have  already  referred  to,  and  you  suggest 
a much  larger  abatement  for  children.  That  is  again 
judging  the  reasonable  abatement  upon  what  I call 
conventional  necessary  expenses  rather  than  upon  a 
minimum  of  subsistence? — Yes,  I accept  that,  but  1 
think  it  is  all-important  that  the  standard  of  educa- 
tion of  the  children  of  those  who  have  a comparatively 
small  income  should  be  kept  up,  and,  if  the  necessities 
of  the  State  will  allow  it,  it  would  help  to  keep  it  up 
if  there  was  some  further  concession  in  regard  to 
abatements  for  children. 

14.073.  There  is  much  to  be  said  for  it,  no  doubt, 
but  it  would  be  a new  departure ; hitherto  the  allow- 
ances  for  children,  and  for  the  wife  too  for  tliat 
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matter,  have  been  rather  upon  the  footing  of  a mini- 
mum for  subsistence,  without  regard  to  the  actual  cir- 
cumstances of  the  taxpayer? — Undoubtedly. 

14.074.  Mr.  Mackinder:  I notice  that  you  said  the 
allowance  to  the  wife  was  a comparatively  small 
matter  as  compared  with  the  separate  assessment? — 
I said  I considered  the  principle  the  important  thing ; 
I think  the  principle  of  taxing  the  individual  is  an 
important  point. 

14.075.  That  is  rather  an  abstract  point,  is  it  not? 
— No,  I do  not  think  so. 

14.076.  What  I am  going  to  ask  is,  is  that  the 
considered  opinion  of  your  Union? — Yes,  I think  it 
is.  The  Union  consider  it  a matter  of  great  impor- 
tance that  there  should  be  separate  assessment:  that 
the  two  incomes  should  not  be  aggregated. 

14.077.  You  said,  I think,  that  you  regarded  your 
clientele  as  being  on  the  whole  people  with  between 
£1,000  and  £2,000  a year? — Under  £2,000  a year. 

14.078.  I would  like  to  know  what  you  have  got  to 
say  about  this:  I was  inquiring  about  your  Union 
in  a totally  different  connection  in  the  Oity  of 
Glasgow  a few  days  ago,  and  I was  told  that  there  at 
any  rate  the  greater  number  of  your  members  were 
very  much  smaller  people  than  that? — That  may  be 
so. 

14.079.  Would  you  suggest  in  regard  to  people  with 
less  than  £1,000  a year,  say,  at  the  present  moment 
the  matter  of  separate  assessment  is  a much  more 
important  thing  practically  than  the  wife  allow- 
ance?— On  some  incomes  it  is.  It  is  a question  of 
arithmetic  in  each  case.  Up  to  a certain  point  it  is 
of  more  importance. 

14.080.  What  proportion  of  your  members  do  you 
think  would  be  cases  in  which  the  wife  has  a private 
income,  or  earns  an  income? — I am  afraid  I could 
not  answer  that  question. 

14.081.  I am  only  trying  to  ascertain  the  weight 
of  your  evidence.  Has  this  evidence  been  adopted 
by  any  large  representative  body  of  your  Union? — 
This  evidence  was  before  the  Committee  of  the  Union 
dealing  with  taxation,  and  it  was  adopted  by  it. 

• 14,082.  That  Committee  consists  of  special  classes 
of  people — civil  servants  chiefly? — I can  give  you  a 
list  of  the  Committee. 

14.083.  I see  they  are  almost  entirely  men.  That 
was  really  the  point;  there  are  only  one  or  two 
ladies  here? — I think  the  great  proportion  are  men, 
yes. 

14.084.  And  they  adopted  that  principle.  Do  you 
think  that  those  people,  who  include  some  rather 
distinguished  persons,  are  representative  of  the  rank 
and  file  of  your  Union? — I think  so,  yes. 

14.085.  Are  they  elected,  or  are  they  self-appointed? 
— They  were  not  elected. 

14.086.  In  other  words,  they  were  an  original  Com- 
mittee which  have  collected  a large  body  round  them  P 
— That  is  so,  and  of  course  they  have  collected  the 
large  body  round  them  by  putting  out  certain  views. 

14.087.  Including  this  view? — I cannot  say  if  all 
the  details  of  this  view  were  put  out. 

14.088.  What  I want  to  suggest  to  you  is,  supposing 
a plan  were  put  out  that  the  wife  allowance  was  to 
be  increased,  either  in  proportion  to  the  income  or 
something  of  that  kind,  do  you  noit  think  that 
practically  that  would  be  a more  important  thing 
than  separate1  assessment? — I think  practically  it 
would  be  very  useful  indeed.. 

14.089.  You  laid  such  stress  on  the  separate  assess- 
ment, which  seems  to  me  rather  a theoretical  matter  ? 
— Perhaps  I was  giving  too  much  expression  to  my  own 
feeling  there.  I think  generally  if  the  wife  allowance 
was  increased  to  any  considerable  extent  it  would  be 
a great  relief. 

14.090.  Mr.  Armitag e-Smith : The  present  relief 
in  respect  of  children  is,  I think,  by  law  confined 
to  incomes  below  £800  a year,  is  it  not? — -Yes,  I 
think  so. 

14.091.  Your  Committee  do  not  regard  that  as  a 
suitable  limit? — No,  they  do  not  think  it  is  high 
enough. 

14.092.  You  regard  it  as  an  arbitrary  figure? — Yes. 

14.093.  You  suggest  that  the  relief  should  be  con- 
fined to  incomes  not  exceeding  £2,000  a year? — Yes; 
that  is  an  equally  arbitrary  figure,  of  course. 


14.094.  That  is  the  confession  1 wanted  to  get 
from  you.  Why  do  you  suggest  that  relief  should 
be  confined  to  those  cases? — I think  you  cover  most 
of  the  hard  cases  if  you  go  up  to  £2,000  a year. 

14.095.  Is  there  anythmg  illogical  in  a separate 
assessment  of  two  incomes,  where  there  are  two 
incomes,  instead  of  the  aggregate  combined  with  an 
allowance  for  the  wife  where  there  is  only  one  in- 
come, ahd  that  the  income  of  the  husband? — No,  1 
do  not  think  there  is. 

14.096.  Mr.  Synnott : You  say  this  separate  assess- 
ment is  a question  of  logical  principle? — 1 think 
logically  that  is  so. 

14.097.  Is  not  the  real  principle  this : that  separate 
assessments  would  reduce  the  rate  of  tax  for  both? 
— Separate  assessments,  of  course,  might  reduce  the 
rate  of  tax  for  both. 

14.098.  If  the  result  of  your  principle  was  the 
other  way,  we  should  not  hear  anything  about  it, 
should  we? — Well,  people  of  course  are  not  generally 
anxious  to  pay  if  they  can  help  it. 

14.099.  Do  you,  in  any  sense,  represent  people 
with  earned  incomes,  rather  than  pensioners  and 
small  annuitants,  and  those  having  unearned  in- 
comes?— Yes,  certainly. 

14.100.  I thought  we  should  hear  from  you  the 
case  of  people  with  small  pensions  and  small  fixed 
incomes  when  the  pound  sterling  is  only  worth  10s.  P 
— I think  there  is  a special  case  there. 

14.101.  You  do  not  make  any  difference  at  all. 
I have  been  labouring  on  this  Commission,  to  make 
this  distinction  between  earned  and  unearned  in- 
come that  during  the  war  the  people  who  have  been 
earning  incomes  have  been  able  to  adjust  those 
incomes  to  prices,  but  the  pensioner  and  the  small 
annuitant,  and  the  man  or  woman  or  children  who 
are  living  on  the  savings  of  a lifetime,  have  to  suffer 
more  than  anybody  else? — I think  that  probably  the 
person  with  a small  fixed  income,  who  had  fixed 
charges  to  meet,  such  as  rent  under  a lease,  has 
suffered  as  much  as  anyone. 

14.102.  Have  your  people  considered  this  point  at 
all?— Yes. 

14.103.  Have  you  considered  it  from  this  point  of 
view:  that  the  distinction  between  earned  income 
and  unearned  income,  in  regard  to  Income  Tax, 
ought  to  be  abolished? — No,  I do  not  think  we  have 
considered  it  from  that  point  of  view. 

14.104.  Now  with  regard  to  the  question  put  by 
Mr.  Kerly,  as  to  increased  taxation.  Your  view  is 
that  increased  taxation,  at  a certain  point,  abolishes 
the  stimulus  to  work.  Is  that  so? — I think  that 
increased  taxation  over  a certain  point  largely 
diminishes  the  incentive  to  work. 

14.105.  Enforcing  your  views,  as  I wish  to  do,  may 
I put  two  other  considerations  to  you?  That  is 
especially  true  where  you  have  a highly  graduated 
Income  Tax,  and  where  a fresh  exertion  may  put 
the  taxpayer  into  a higher  grade  of  tax? — Yes. 
Of  oourse  one  must  remember  that  if  the  taxpayer 
is  only  just  over  another  grade,  he  can  pay  that 
excess. 

14.106.  Yes;  but  generally  it  has  that  effect? — 
Generally  it  has. 

14.107.  It  is  suggested  also  that  increased  taxa- 
tion will  stimulate  increased  effort.  That  is  the 
suggestion  on  the  other  side? — Quite. 

14.108.  But  surely  that  is  a very  fatal  argument. 
Would  not  that  suggest  that  all  taxation  should  be 
increased,  in  order  to  stimulate  effort? — You  can 
reduce  that  to  an  absurdity,  cannot  you,  by  saying 
20s.  in  the  £? 

14.109.  I quite  agree,  but  is  there  not  also  this  well- 
known  point.  Take  professional  men,  whom  you  re- 
present. Increased  effort  beyond  a certain  point  does 
not  mean  necessarily  an  increase  of  income  propor- 
tionate to  that?— No,  I quite  agree. 

14.110.  You  have  a law  of  diminishing  returns  there, 
as  you  have  in  agriculture,  and  in  other  businesses, 
too ; not  so  much  in  trade,  but  in  certain  classes  of 
profession  ? — Yes. 

14.111.  You  have  no  suggestion  to  make  to  us  as  to 
how  you  are  going  to  make  up  this  loss  of  income  to 
the  State,  caused  by  your  suggestion  ? — One  suggestion 
was  doing  away  with  aggregation. 

14.112.  That  would  diminish  the  revenue ? — Y es . 
You  Rsked  how  wopld  I make  that  up? 
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14.113.  Yes,  ami  the  others? — I do  not  know  that  it 
is  quite  within  my  province  to  suggest  how  these 
amounts  should  be  made  up. 

14.114.  Your  people  have  not  considered  it? — I think 
a great  deal  can  be  done  by  doing  away  with  the 
fictitious  settlements,  of  which  I have  given  an  illus- 
tration in  my  evidence-in-chief,  and  also  by  intro- 
ducing words  into  the  Income  Tax  Acts  similar  to 
those  used  in  the  Finance  (No.  2)  Act,  1915,  relating 
to  Excess  Profits  Duty.  There  you  are  not  allowed, 
for  the  sake  of  avoiding  the  tax,  to  enter  into  any 
artificial  or  fictitious  transaction.  Up  to  the  present 
time,  so  long  as  you  keep  within  the  law,  you  can  have 
any  fictitious  or  artificial  transaction  to  avoid  the  tax. 
I think  similar  words  might  be  introduced  into  the 
Income  Tax  Acts.  They  have  certainly  been  effective 
in  the  other  Act,  I think. 

14.115.  Would  it  not  be  rather  dangerous  to  embody 
in  a permanent  code  of  the  Income  Tax,  permission 
to  even  the  most  trustworthy  and  impartial  officials 
to  decide  whether  a thing  is  fictitious  or  not? — I do 
not  think  so.  I have  a very  great  deal  of  faith  myself 
in  the  Inland  Revenue  officials. 

14.116.  You  cannot  say  that  a father  providing  for 
his  children  permanently  is  doing  something  in  the 
nature  of  a fraud? — No;  but  take  the  case  of  a settle- 
ment, where  money  is  settled. 

14.117.  I will  not  go  into  it,  because  you  admit  that 
you  have  no  evidence  that  this  is  being  done  on  a 
large  scale? — I say  I know  it  has  been  done  on  a 
considerable  scale. 

14.118.  It  is  rather  a dangerous  power,  is  it  not, 
that  the  law  should  come  in  and  practically  upset 
modes  of  settlement  which  are  recognized  otherwise 
by  the  law.  Is  it  not  rather  dangerous?  Is  it  not 
practically  saying  to  A.  B.  C.  and  D. : “ You  shall  not, 
except  under  very  severe  penalties,  make  this  or  that 
use  of  your  property,  even  for  your  own  children  ”? 
Is  it  not  rather  a dangerous  principle? — Personally, 
I do  not  think  it  is.  I think  if  a transaction  is 
merely  entered  into  for  the  sake  of  avoiding  tax,  as 
these  transactions  are,  it  is  perfectly  legitimate  for 
the  State  to  say  : “We  will  not  recognize  a trans- 
action of  that  kind.” 

14.119.  But  if  it  is  otherwise  perfectly  good?  There 
must  be  thousands  of  cases  in  which  a business  is 
carried  on  in  a certain  way,  and  accounts  furnished 
for  the  purpose  of  avoiding  a tax,  and  they  are  passed 
over  because  they  are  within  the  law? — That  is  no 
doubt  perfectly  true,  but  if  they  are  made  up  in  a 
perfectly  artificial  way  for  the  sake  of  avoiding  the 
tax,  then  I think  the  Inland  Revenue  should  have  the 
right  to  say:  ‘‘We  will  insist  upon  these  accounts 
being  made  up  fairly,  and  the  person  who  is  earning 
the  income  paying  his  proper  proportion.” 

14.120.  I am  afraid  you  will  not  make  up  the  deficit 
very  much  in  that  way.  With  regard  to  this  question 
of  weekly  wage-earners : have  you  considered  in  prac- 
tice how  this  system  of  cards  and  stamping  could  be 
worked  out? — Yes;  I think  you  could  have  the  cards 
very  much  like  the  Insurance  cards  at  the  present 
time,  that  the  employer  stamps  week  by  week,  and  he 
would  simply  put  another  stamp  on  the  Income  Tax 
card. 

14.121.  You  suggest  the  employer  should  do  it? — I 
suggest  that  the  employer  should  put  on  the  stamp 
and  hand  the  card  back  to  the  workman  each  week. 

14.122.  At  the  present  moment,  those  returns  go 
in  to  the  National  Insurance  Commissioners,  do  they 
not — the  stamps  for  National  Insurance? — That  is  so. 

14.123.  And  they  have  a complete  return  of  all  the 
wage-earners  whose  cards  are  stamped,  who  are 
subject  to  the  Act? — Yes. 

14.124.  Why  should  not  those  returns  be  used  for 
Income  Tax  purposes,  if  it  is  going  to  be  the  law? 
Why  should  there  be  a duplicate  set  of  returns? — You 
mean  stamp  the  same  card  with  another  stamp? 

14.125.  No.  At  the  present  moment,  I happen  to 
know  that  large  firms  have  to  keep  extra  clerks  in 
order  to  hand  in  to  the  Income  Tax  authorities  a list 
of  persons  whose  incomes  exceed  £130  a year.  Why 
should  they  have  to  do  that,  if  all  this  information 
could  be  had  from  the  National  Insurance  Commis- 
sioners?— Of  course,  certain  information  could  not  be 
had  from  the  Insurance  Commissioners.  The  Insur- 
ance Commissioners  have  not  any  information  in 


regard  to  any  other  income  that  the  man  has.  Of 
course,  the  Surveyor  of  Taxes  would  have  that. 

14.126.  Neither  would  the  employer,  would  he? — 
No,  but  the  Surveyor  would  have  it,  and  he  would 
inform  the  employer  at  what  rate  he  had  to  make  the 
deduction. 

14.127.  You  have  not  considered  the  point  whether 
there  would  be  sets  of  clerks  working  out  these  lists 
for  the  National  Insurance,  and  also  the  clerks  of  the 
employers? — I do  not  think  the  National  Insurance 
really  touches  it,  because  it  does  not  deal  with  any  of 
the  income  that  the  man  has  outside  his  wages.  If  he 
has  got  the  rent  of  a cottage,  or  if  his  wife  is  earning, 
and  so  on,  the  Surveyor  of  Taxes  has  his  full  return ; 
the  Insurance  Commissioners  have  not. 

14.128.  They  have,  anyhow,  the  names  of  the  em- 
ployees?— They  have  the  names,  but  that  is  not  suffi- 
cient to  determine  the  rate  of  tax. 

14.129.  Mr.  Walker  Clark  : With  reference  to  para- 
graph 5,  weekly  wage-earners,  are  your  members  em- 
ployers or  are  they  employed? — They  are  both. 

14.130.  Do  you  represent  any  large  number  of  em- 
ployers who  support  this  collection  of  the  tax  by 
employers  as  such? — The  employers  in  the  Union. 

14.131.  Your  members  who  are  employers  agree? — 
Yes. 

14.132.  Would  you  be  surprised  to  hear  that  all  the 
evidence  given  by  employers  before  the  Commission 
up  to  now  is  in  a totally  different  direction? — I have 
read  a good  deal  of  it  and  I see  that  it  is. 

14.133.  This  is  the  first  organisation  representing 
employers  which  has  suggested  that  employers  should 
collect  the  tax? — This  organisation  does  not  repre- 
sent what  I may  call  large  employers. 

14.134.  Still,  those  in  your  organisation  who  are 
employers  agree  to  deduct  the  tax  weekly? — That  is 
their  view. 

14.135.  And  in  answer  to  Mr.  Mackinder’s  question 
I gather  that  a considerable  number  of  your  members, 
in  Glasgow,  at  any  rate,  are  employed.  They  would 
be  willing  to  contribute  weekly? — As  I said  before,  I 
have  not  any  special  knowledge  of  the  members  in 
Glasgow.  This  evidence  has  been  considered  by  the 
General  Committee  of  the  Union  and  has  been 
approved  by  them  as  representing  their  view. 
Whether  a particular  member  in  Glasgow  or  any- 
where else  agrees  to  that  view  I cannot  say. 

14.136.  I do  not  mean  a particular  member,  but 
the  general  run? — So  far  as  the  Committee  can  be 
taken  to  represent  the  general  run  of  members  they 
agree  with  this  evidence. 

14.137.  Do  you  know  that  one  of  the  principles 
of  the  Income  Tax  Act  at  present  is  that  it  is  a 
secret  tax? — It  used  to  be  a principle  of  it. 

14.138.  When  did  it  cease? — I think  it  ceased  to 
be  so  about  two  years  ago.  I can  give  you  the  case 
if  you  like.  Supposing  a man  has  an  earned  and  an 
unearned  income,  then  very  properly,  and  I think 
very  conveniently,  if  he  is  taxed  under  Schedule  A, 
the  Commissioners  make  certain  deductions  from  the 
full  amount  of  Income  Tax  that  he  would  otherwise 
have  to  pay  under  it.  They  tax  him  at  the  lower 
rate  that  is  due.  The  demand  is  sent  in  to  his 
tenants,  and  his  tenants  see  that  his  income  is  lower ; 
so  I think  it  has  been  departed  from  there. 

14.139.  Mr.  Graham : I am  not  quite  clear  yet 
what  you  mean  exactly  by  the  middle  classes.  Would 
you  include  under  that  definition  all  people  up  to 
£2,000  a year,  or  simply  people  between  £1,000  and 
£2,000,  or  whatever  other  figure  you  might  lay 
down? — I think  that  to  say  all  people  up  to  £2,000 
a year  would  be  too  wide.  I am  not  including 
h andicra  f tsmen . 

14.140.  You  exclude  manual  workers? — Yes. 

14.141.  Although  in  point  of  fact  their  income 
might  be  very  much  larger  than  the  income  of  other 
people  who  would  be  eligible  for  membership  of  your 
Union? — Certainly,  that  is  true. 

14.142.  Is  it  correct  to  say  that  what  you  have 
mainly  in  view  is  a division  of  society  into  classes 
based  on  income;  or  is  there  any  social  distinction? — 
No  social  distinction  at  all. 

14.143.  Would  it  be  wrong  or  unkind  of  me  to 
suggest  that  in  the  main  your  membership  is  found 
in  suburban  districts  of  London  and  other  large 
cities?— I am  afraid  I could  not  answer  that  question 
now.  I could  no  doubt  supply  you  afterwards  with 
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the  facts  of  that,  but  I should  not  like  to  commit 
myself  off-hand,  because  I do  not  know. 

14.144.  Would  it  be  wrong  on  my  part  to  suggest 
that,  particularly  within  recent  times,  the  Union  has 
sought  membership  on  the  ground  of  the  activity  of, 
say,  the  Miners’  Federation  and  the  railwaymen  and 
other  large  sections  of  organised  labour,  who  were 
making  demands  on  the  community? — I think  that  is 
true. 

14.145.  That  is  correct? — Certainly. 

14.146.  It  is  very  largely,  is  it  not,  political  in  its 
intention? — I think  not. 

14.147.  Is  it  not  the  case  that  it  is  supported  in  the 
main  by  politicians  of  one  particular  party  in  the 
State? — I think  not. 

14.148.  In  the  list  of  members  of  the  Committee  can 
you  point  to  any  who  belong  to  other  than  one  poli- 
tical party  ? — I do  not  think  I know  to  which  political 
party  any  of  them  do  belong.  After  looking  at  the 
list  I only  know  the  political  party  of  two,  and  I know 
that  because  they  happen  to  be  members  of  Parlia- 
ment; I think  they  are  Coalitionists.  I believe  so. 


14.149.  I do  not  want  to  press  that,  only  I think 
you  will  not  disagree  that  those  of  us  who  do  know 
their  faith  are  correct  in  saying  that  they  belong  to 
one  party  of  the  State,  and  that  they  represent  subur- 
ban constituencies  and  are  working  this  very  largely 
from  what  I call,  without  any  lack  of  respect,  a 
suburban  point  of  view? — I have  no  doubt  that  you 
know  very  much  better  than  I do  the  political  parties 
to  which  these  various  people  belong.  Personally  I do 
not  know,  except  the  two. 

14.150.  I will  put  it  in  another  way.  For  the 
general  purpose  of  taxation,  which,  after  all,  is  a 
matter  of  general  concern,  irrespective  of  class,  do  you 
think  it  is  wise  at  all  to  divide  society  into  classes,  or 
to  seek  special  considerations  for  any  middle  class  or 
any  other  class  of  the  community? — No;  I agree  with 
you.  I think  the  present  system  of  taxation  of 
weekly  wage-earners  by  quarterly  assessments  is  a 
mistake.  It  is  different  to  all  others. 

14.151.  Is  it  wrong  again  on  my  part  to  say  that 
the  bulk  of  this  evidence  is,  in  the  main,  against, 
shall  I say,  the  manual  workers — the  working  classes 
as  we  commonly  employ  that  phrase? — I should  have 
thought  not;  I should  have  thought  it  was  almost 
entirely  in  favour  of  them. 

14.152.  You  are  asking,  are  you  not,  for  concessions 
for  people  who  earn  about  £1,000  or  £2,000  per 
annum? — Up  to  that. 

14.153.  And  you  are  making  certain  proposals  for 
the  weekly  collection  of  wage-earners’  taxation  on  the 
ground  that  more  money  will  be  forthcoming  on  that 
basis.  That  is  one  of  your  arguments.  Does  not  that 
point  to  a claim  for  consideration  for  the  middle 
classes,  and  some  rather  stiffer  dose,  shall  I put  it,  for 
the  working  classes? — No.  I think  every  class  ought 
to  pay,  proportionately  to  its  ability,  for  the  services 
of  the  State,  and  I do  not  think  that  this  would  press 
on  the  working  classes  for  the  relief  of  the  middle 
classes.  Take  the  case  of  aggregate  income  of  the 
husband  and  wife,  or  take  the  case  of  children.  If  a 
person,  as  he  very  often  can  now  (fortunately,  I 
think),  is  earning  very  much  higher  wages  than  he 
did  before,  and  he  wants  to  send  his  child  to  get  a 
better  education,  I think  he  ought  to  meet  with 
special  consideration  and  the  allowance  ought  to  be 
increased. 


14.154.  Let  us  take  that  point  of  education.  In 
your  outline  of  evidence  you  ask  for  substantial  con- 
cessions in  respect  of  the  education  of  middle  class 
children  ? — Yes. 

14.155.  Now  do  you  not  think,  in  the  first  place, 
that  the  increased  concessions  which  have  already 
been  given  constitute  a good  deal  on  the  part  of  the 
State  in  that  direction? — I think  they  are  a step  in 
the  right  direction,  certainly,  but  I think  education 
is  of  such  great  importance  that  if  the  State  can  pos- 
sibly do  it  those  concessions  ought  to  be  increased. 

14.156.  Do  you  ask  these  concessions  from  the  point 
of  view  of  the  desire  of  the  middle  classes  to  send 
their  children  to  special  educational  or  other  institu- 


tions, as  apart  from  the  educational  facilities  pro- 
vided by  the  State  at  large? — Yes. 

14.157.  The  extra  cost? — Yes. 

14.158.  Is  there  any  reason,  having  regard  to  the 
advance  of  education  in  this  country,  and  the  broader 
policy  of  the  Universities,  why  the  middle  classes 
should  not  take  advantage  of  the  State  facilities  in 
common  with  other  members  of  the  community? — I 
think  there  is  no  reason  why  they  should  not  take 
advantage  of  them  as  far  as  possible,  both  the  work- 
ing classes,  the  manual  workers,  or  anyone  who  earns 
his  income  in  any  way.  As  far  as  he  desires  to  have 
special  education  to  fit  them  better  for  what  they 
have  to  do  afterwards,  I think  the  State  ought  to 
grant  every  concession  it  possibly  can. 

14.159.  The  State  has  already  granted  a concession, 
and  do  you  think  it  is  fair,  simply  because  a section 
of  the  community  wants  an  exclusive  education  or  a 
special  education  for  its  children,  that  much  larger 
concessions  should  be  given,  which  must  be  made  good 
by  loss  to  the  people  who  are  quite  content  to  take 
advantage  of  State  facilities? — As  I said  before,  I 
do  not  think  the  concession  at  the  present  time  goes 
far  enough. 

14.160.  That  may  be,  hut  still  it  is  a big  concession, 
is  it  not? — It  is  a good  concession  ; I am  not  belittling 
the  concession  at  all ; I think  fit  is  a really  sub- 
stantial one. 

14.161.  Having  regard  to  the  general ‘position  of 
the  Income  Tax  and  finance  and  all  the  rest  of  it  in 
this  country,  is  this  the  hour  to  ask  for  special 
legislation  for  any  class  of  the  community — and  I am 
keeping  all  classes  in  view  for  the  moment? — I quite 
agree  that  the  State  has  to  meet  very  heavy  payments 
at  the  present  time;  but  if  the  present  taxes  can  be 
adjusted  all  round  so  as  to  save  those  who  are  cer- 
tainly feeling  them  very  much  at  certain  points  I 
should  be  very  glad  to  see  it  done ; and  I take  it  that 
that  is  why  this  Commission  has  been  instituted — to 
see  if  it  can  be  done. 

14.162.  Would  you  agree  with  me  if  I state  this : 
that  in  the  existing  position  of  affairs  in  this  country, 
and  as  that  position  is  likely  to  be  for  many  years, 
any  olass  which  wants  anything  on  exclusive  lines 
should  be  left  to  pay  for  it.  Would  you  say  that  is 
a fair  proposition? — I should  say  that  was  a per- 
fectly fair  proposition,  if  you  mean  by  “ any  class  ” 
people  whose  incomes  range  between  certain  figures. 
You  do  not  mean  any  class  in  the  social  scale,  do  you  ? 
You  mean  any  class  in  the  Income  Tax  scale? 

14.163.  That  is  what  I have  in  view.  I am  think- 
ing of  taxation  and  the  return  from  it? — I wanted 
to  be  quite  clear  that  I had  got  your  meaning.  I 
think  that  any  concession  that  is  made  in  regard  to 
Income  Tax  naturally  ought  to  be  made  for  every 
person  in  the  particular  scale  to  which  it  applies. 

14.164.  Income  Tax  scale? — Yes. 

14.165.  You  suggest  the  deduction  by  employers 
from  the  weekly  wages  of  workers.  You  have  no 
workmen,  according  to  your  own  statement,  in  the 
Middle  Glasses’  Union? — I do  not  think  there  are  any 
manual  worker  members. 

14.166.  So  that  you  have  never  consulted  the 
workers,  who  deserve  to  be  consulted  on  a matter  of 
taxation,  on  this  particular  point,  and  you  have  no 
knowledge  of  their  views? — I have  not;  consulted 
them. 

14.167.  Have  you  consulted  any  representative  em- 
ployers either? — For  the  purpose  of  this  evidence  I 
have  consulted  no  one  outside  of  this  Union. 

14.168.  Was  the  Union  not  aware  of  the  fact  that 
where  this  matter  has  been  considered  by  large  and 
important  federations  of  employers  and  workers  they 
have  decided  unanimously  against  any  such  'collec- 
tion of  tax? — If  you  tell  me  that,  I quite  accept  it, 
of  course. 

14.169.  Do  you  not  think  it  is  rather  unjust,  in  a 
way,  that  the  whole  income  of  the  manual  worker 
should  be  exposed  to  his  employer,  if  that  is  not 
going  to  apply  through  the  whole  range  of  society, 
middle  classes  included? — Personally  I think  it  would 
be  a good  think  if  it  applied  all  round. 

14.170.  Then  would  you  advocate  in  the  Middle 
Classes’  Union  that  the  members  of  that  Union  should 
show  their  income  to  their  employers  for  the  purpose 
of  collecting  Income  Tax? — This  must  be  taken  to  be 
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only  my  own  view,  because  I have  not  consulted  the 
Union  on  it ; but  personally  I should  think  that  would 
be  no  hardship  on  the  employee — for  every  employee 
to  have  his  Income  Tax  deducted  at  source  by  the 
employer. 

14.171.  But  you  have  oonsulted  no  one.  That  is 
your  individual  persjonal  opiinion  ?— Quite ; I said 
that. 

14.172.  There  is  only  one  last  point.  Would  you 
admit  that  if  it  is  the  argument  of  the  Middle  Classes’ 
Union  that  its  membership  is  suffering  from  pressure 
from  below — I will  use  that  word  for  a moment — on 
the  part  of  the  manual  workers,  it  is  at  least  equally 
true  that  it  is  suffering  very  considerably  from  pres- 
sure from  above  by  the  very  wealthy  classes  in  the 
community,  and  perhaps  by  a section  which  has  pro- 
fited very  largely  by  war  conditions.  Is  that  equally 
true? — You  have  asked  me  a question  which  is  very 
difficult  to  answer,  but  may  I ask  you  if  I understand 
it  aright? 

14.173.  I will  take  a concrete  oase.  Every  clerk 
considers  that  he  is  eligible  for  membership  of  the 
Middle  Classes’  Union,  no  matter  how  small  his 
income? — Yes. 

14.174.  He  very  often  says  in  practice  that  he  is 
suffering  at  the  moment  from  dear  coals,  dear  railway 
fares,  and  dear  other  things,  which  he  attributes 
principally  to  the  wage-earners’  demands.  Is  it  not 
the  case  that  he  also  suffers  from  excessive  charges 
for,  say,  land,  houses,  property,  and  other  things 
which  he  reauires,  and  which  are  not  due  to  anv 
appreciable  extent,  if  any  at  all,  to  the  action  of 
wage-earners? — I think  the  whole  cost  of  living,  from 
every  point  of  view,  has  gone  up  in  the  last  three 
years.  I think  that  is  common  ground,  and  no  doubt 
the  clerk  feels  that  at  both  ends  of  the  scale.  I do 
not  think  there  is  any  doubt  about  that. 

14.175.  But  does  it  not  follow  that,  if  you  are  going 
to  devise  a scheme  of  taxation  to  protect  the  middle 
classes,  you  would  require  to  attack  the  people  above 
as  well  as  to  attack  the  people  whom  perhaps  the 
Middle  Classes’  Union  would  regard  as  being  below? 
— I think  that  if  concessions  are  made  orobably  those 
with  high  incomes  will  have  to  find  a very  large  part 
of  them- 

14.176.  But  you  do  not  suggest  that  from  beginning 
to  end  of  your  evidence;  that  is  not  a word  on  that 
point — not  a word  about  an  extra  Super-tax  or  any- 
thing like  that,  is  there? — I do  suggest  it  in  one  way, 
because  I suggest  preventing  the  fictitious  transaction 
which  is  nearly  always  carried  out  by  the  person  who 
pays  Super-tax.  I give  you  an  example  of  how  he 
succeeds  at  the  present  time  in  avoiding  the  tax. 

14.177.  But  is  not  that  merely  a question  of 
evasion  or  perhaps  fraud.  It  is  not  a constructive 
scheme  for  getting  more  money? — It  is  a scheme  for 
preventing  the  person  who  has  a large  income 
evading  the  tax. 

14.178.  Does  it  not  come  to  this:  that  you  have 
no  real  attack  on  the  very  wealthy  classes  for  the 
purposes  of  Income  Tax  or  Super-tax? — I think  that 
they  are  better  able  to  pay  both  Income  Tax  and 
Super-tax  than  the  middle  classes  are  at  the  present 
time. 

14.179.  Then  you  would  require  to  amend  your 
programme  to  amend  that? — I should  have  no  ob- 
jection at  all. 

14.180.  Mr.  May:  A good  many  questions  have 
been  put  to  you  with  a view  to  elicit  the  representa- 
tive character  of  this  Middle  Classes’  Union.  I 
suggest  to  you  that  up  to  the  present  we  have 
utterly  failed  to  find  any  representative  character, 
either  in  the  Union  or  in  the  evidence  that  you  have 
put  before  us,  outside  a small  coterie  of  persons 
who,  you  have  admitted,  are  the  general  committee 
which  formed  the  Union  and  have  not  some  members 
round  them? — And  have  got  20,000  members  round 
them. 

14.181.  How  have  they  got  them? — Thev  have  got 
them  by  calling  public  meetings  and  by  issuing 
literature,  and  so  on.  The  Union,  of  course,  is  a 
comparatively  new  body.  It  was  founded  only  this 
year. 

14.182.  Tt  is  less  than  a year  old? — Certainly. 

14.183.  What  is  the  subscription 9 -The  minimum 
subscription  is  2s.  6d. 


14.184.  May  I ask  if  you  are  an  official  of  the 
Union? — No,  I am  not. 

14.185.  In  what  capacity  do  you  represent  it? — 
The  Income  Tax  committee  of  the  Union  asked  me 
to  come  and  represent  them  here  and  put  their 
case  before  you  for  them.  I was  then  asked  to  serve 
on  their  Income  Tax  committee. 

14.186.  Mr.  Mackinder:  Are  you  a member  of 
the  Committee  of  the  Union? — Of  the  general  com- 
mittee, no. 

14.187.  Mr.  May:  You  are  simply  an  ordinary 
member  of  the  Union  who  happened  to  be  a member 
of  the  Income  Tax  committee?  Is  that  so? — I was 
asked  to  join  the  Income  Tax  committee  because  they 
thought,  probably  quite  wrongly,  that  I knew  some- 
thing about  Income  Tax;  and  then  they  asked  me 
if  I would  present  the  case  before  this  Commission 
that  they  wished  to  put  before  it. 

14.188.  Who  has  been  consulted  about  the  points 

in  this  evidence  besides  the  general  committee? I 

do  not  thing  anyone.  I think  it  came  before  the 
general  committee  as  representing  the  Union.  They 
went  through  the  various  points  and  they  decided 
that  they  were  points  that  should  be  put  forward 
here. 

14.189.  But  you  have  admitted,  in  answer  to  ques- 
tions, that  on  two  or  threo  of  the  main  points  that 
are  put  down  in  your  evidence-in-chief  there  is 
nothing  whatever  behind  the  suggestion,  so  far  as 
the  Union  is  concerned,  except  the  suggestion  of 
the  Committee — that  it  has  never  been  considered 
by  the  members  or  any  of  the  members  that  you  have 
referred  toP — There  has  never  been  a general  meet- 
ing of  all  the  Union  to  consider  this,  but  a great 
number  of  letters  have  been  received  by  the  com- 
mittee from  various  members  of  the  Union,  and 
generally,  a number  of  the  suggestions  here  embody 
what  those  letters  contained. 

14.190.  I think  that  is  sufficient  for  my  purposes 
on  that  point.  You  said  in  answer  to  another  ques- 
tion, that  you  did  not  think  it  was  within  your 
province  to  make  propositions  for  increasing  the 
revenue  from  Income  Tax?— That  is  my  view. 

14.191.  Have  you  read  the  terms  of  reference  to 
this  Commission,  by  any  chance? — Yes. 

14.192.  After  reading  those  carefully,  is  that  the 
conclusion,  that  you  have  come  to— that  it  is  outside 
your  province  to  make  suggestions  except  to  reduce 
the  amount  of  Income  Tax  ? — I am  afraid  that  I liavo 
not  sufficient  expert  knowledge  to  make  suggestions 
for  the  increase  of  tax. 

14.193.  You  have  directed  yourself  solely  to  the  side 
of  reducing  it  up  to  now? — I have  directed  myself 
towards  certain  anomalies  which  I think  exist  and 
towards  certain  hardships  which  I think  are  involved 
under  the  present  Acts. 

14.194.  All  of  which  if  reformed  according  to  your 
ideas  would  tend  to  reduce  the  revenue  to  the 

advantage  of  a nairo w section  of  the  community? I 

do  not  accept  that  entirely.  It  would  reduce  the 
revenue  but  not,  I think,  to  the  advantage  of  a 
narrow  section. 

14.195.  You  admit  that  it  would  have  the  effect  of 
reducing  the  revenue? — Certainly. 

14.196.  I am  sorry  I must  repeat  the  point,  but 
perhaps  from  a slightly  different  point  of  view  to  my 
colleague,  Mr.  Graham.  The  only  means  you  suggest 
of  increasing  the  revenue  is  at  the  expense  of  two 
classes  who  do  not  come  within  your  Union  and  who, 
generally  speaking,  are  in  receipt  of  lower  wages 
than  the  people  who  would  be  regarded  as  middle  class 
persons? — No,  that  is  not  so. 

14.197.  Is  it  not  the  fact  that  the  only  two  pro- 
positions in  your  paper  for  increasing  revenue  are  for 
getting  it  from  workmen’s  wages,  who  are  at  present 
supposed  to  escape  by  certain  methods,  and  to  get  it 
from  Co-operative  Societies ; and  are  not  they  not  only 
outside  your  membership  but,  generally  speaking,  in 
receipt  of  lower  wages  than  the  people  who  would  be 
regarded  as  middle  class  persons? — No,  that  is  not  so. 
May  I explain  to  you  what  the  suggestions  in  my 
evidence  are? 

14.198.  Certainly. — One  that  I have  gone  into  at 
length  is  to  do  away  with  fictitious  transactions 
whereby  the  rich  are  evading  taxation.  The  second  is 
to  ensure  that  if  the  quarterly  assessment  now  is  used 
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for  the  purposes  of  evasion,  it  should  not  be  so  used  in 
the  future,  but  that  a person  should  pay  at  the  lower 
end  of  the  scale,  as  I advocate  he  should  pay  at  the  top 
end  of  the  scale,  what  he  properly  ought  to  under  the 
Acts. 

14.199.  But  you  do  not  say  that  it  is  used  for 
evasion;  you  say:  “if  it  is  used  for  purposes  of 
evasion”? — And  my  third  suggestion  is  that  the 
profits  of  Co-operative  Societies  should  be  liable  to 
tax. 

14.200.  We  will  come  to  that  in  a minute.  You 
say:  “ if  this  quarterly  collection  is  used  for  evasion.” 
What  evidence  have  you  that  it  is  used  for  evasion  ? — 
Through  the  correspondence  that  has  come  to  the 
Union.  There  have  been  a number  of  instances  given 
where  we  are  informed  that  workers  have  left  and 
have  not  been  traced. 

14.201.  Have  you  any  official  information  that  the 
Revenue  has  suffered? — From  Somerset  House,  do  you 
mean  ? 

14.202.  Not  necessarily  direct;  any  published  in- 
formation?— No  information  from  any  official  of  the 
Crown. 

14.203.  Or  from  any  published  official  documents  ? — 
Nor  from  any  Government  documents. 

14.204.  Are  you  aware  that  the  workers  themselves 
are  inclined  to  oppose  the  quarterly  collection  on  its 
present  basis,  not  because  it  assists  them  to  evade  but 
because  it  overcharges  them  and  is  a hardship  ? — I 
think  it  is  a hardship  at  the  present  time.  I point 
that  out. 

14.205.  You  say  a hardship  to  the  Revenue,  do  you 
not? — No,  I point  out  that  it  is  also  a hardship  to 
the  worker.  I think  you  will  see  that  at  the  end  of 
paragraph  5 of  my  evidence.  I say  there:  “The 
result  is  that  when  he  has  to  pay  at  the  end  of  three 
months  he  feels  that  an  undue  amount  has  been 
taken  from  his  current  week’s  wages,  whereas  a small 
deduction  week  by  week  would  not  be  felt  to  the 
BHine  extent.  The  chief  requirement  of  a person 
responsible  for  the  management  of  the  household 
expenses  of  a weekly  worker  is  to  know  with  cer- 
tainty the  amount  that  will  be  received  week  by 
week,  and  any  considerable  deduction  in  a parti- 
cular week  upsets  the  whole  household.” 

14.206.  But  you  say,  at  the  beginning  of  this 
paragraph : “ the  quarterly  assessment  is  believed 
to  lead  to  considerable  loss  to  the  Revenue  ”? — Yes, 
I say  that  too. 

14.207.  As  between  the  two  what  is  the  advantage 
you  are  seeking? — I think  there  is  loss  on  the  one 
side.  I do  not  say  everyone  evades,  of  course,  but 
where  the  tax  has  to  be  paid  it  is  very  often  a great 
burden  at  the  end  of  three  months  having  to  pay  it 
in  a lump  sum. 

14.208.  It  is  sufficient  for  me  if  you  admit  that 
either  one  proposition  or  the  other  in  this  case  is  put 
forward  without  any  authority? — No,  I do  not  admit 
that. 

14.209.  What  is  the  authority? — I have  told  you. 


14.210.  You  have  told  us  that  the  people  whom  this 
concerns  are  not  admitted  to  membership  of  your 
Union,  and  you  have  told  us  that  the  only  authority 
that  the  evidence  has  is  the  considered  opinions  of 
members  of  your  Union  and  letters  from  members, 
of  whom  these  do  not  form  part? — I have  told  you 
exactly  that  it  is  on  that  information. 

14.211.  Very  well;  I am  satisfied  with  that.  You 
have  said  you  have  a good  deal  of  faith  in  the  justice 
of  the  Inland  Revenue  authorities  in  dealing  with 
Income  Tax  matters? — I have  had  to  meet  them  a 
good  many  times  and  I have  always  felt  they  were 
very  courteous  and  fair. 

14.212.  I only  want  you  to  tell  me  yes  or  no;  do 
you  ? — Yes. 

14.213.  You  adhere  to  that? — Yes. 

14.214.  Then  you  say  that  the  profits  of  Co-opera- 
tive Societies  ought  to  be  taxed? — Yes. 

14.215.  Are  you  aware  that  the  officials,  in  whom 
you  have  faith,  for  the  past  15  years  at  least  have 
been  steadily  informing  the  public  that  the  profits 
of  Co-operative  Societies  are  taxed  and  that  they  do 
not  escape  any  tax  ? — I believe  that  up  to  a short 
time  ago  those  profits  were  taxed,  and  then  a case 
came  before  the  Special  Commissioners  w’hich  was 
decided  against  the  Crown  and  the  tax  was  then 
given  up.  I believe  that  is  the  fact. 

14.216.  You  may  take  it  from  me  that  that  is  not 
the  case,  that  there  has  been  no  alteration  in  the 
system  whatever? — Then  I was  misinformed. 

14.217.  May  I repeat  my  question?  Are  you  aware 
that  the  officials  of  the  Board  of  Inland  Revenue 
have  been  steadily  informing  the  public  or  those 
whom  it  concerned,  for  15  years  past,  that  Co-opera- 
tive Societies  do  not  escape  taxation? — No. 

14.218.  Then  I would  advise  you  to  read  the  official 
document  on  the  subject. 

14.219.  Mrs.  Knowles : Does  your  union  resent  or 
have  any  feeling  about  the  cost  that  the  average 
middle  class  person  has  to  incur  before  they  can  make 
their  Income  Tax  return?  I mean  so  many  people 
have  to  go  to  a solicitor,  or  one  of  these  agencies.  A 
business  man  has  to  call  in  an  accountant? — Yes ; I 
think  I make  a suggestion  with  regard  to  that  in  my 
fourth  suggestion.  I think  the  present  forms  of  re 
turn  are  far  too  complicated.  A great  many  middle 
class  people  have  to  take  professional  advice  before 
they  can  fill  them  up,  and  that  involves  them  in  cost. 
I quite  accept  Mr.  Kerly’s  suggestion  that  different 
forms  for  different  kinds  of  income,  coupled  with  a 
general  declaration,  would  simplify  the  whole  matter. 

14.220.  Would  you  approve  of  giving  people  the 
option  of  either  having  the  husband’s  and  wife’s  in- 
come separate,  or  taking  the  wife  allowance,  and  if 
they  take  the  wife  allowance,  then  they  should  be 
lumped  as  one  for  assessment  purposes  ? — Yes,  I should 
have  no  ob  jection  to  that. 

14.221.  They  should  have  a choice  as  to  whether 
they  would  take  the  wife  allowance  or  be  separately 
assessed? — Yes. 

14.222.  Chairman:  Thank  you,  Mr.  Allen;  that  is 
all. 


Mr.  O.  E.  Bodington,  on  behalf  of  the  British  Chamber 

The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief:  — 

Duplication  of  Income  Tax  in  England  and  France. 

Review  of  French  legislation. 

14.223.  (1)  It  is  essential  for  a proper  understanding 
of  the  peculiar  hardships  encountered  by  British  sub- 
jects living  in  France  in  respect  of  duplication  of  In- 
come Tax  that  recent  French  legislation  on  the  sub- 
ject should  be  at  all  events  briefly  reviewed. 

14.224.  (2)  Prior  to  the  law  of  the  15th  July,  1914, 
there  was  no  Income  Tax,  properly  so  called,  in 
existence  at  all,  falling  either  upon  individuals  or 
public  companies,  for,  although  the  coupons  of  the 
securities  of  public  companies  paid  a tax,  first  at  the 
rate  of  4 per  cent,  and  subsequently  of  5 per  cent.,  this 
was,  strictly  speaking,  a dividend  tax,  not  an  Income 
Tax,  that  is  to  say,  a tax  not  upon  profits  earned,  but 
only  upon  dividends  actually  distributed;  conse- 
quently very  much  easier  of  ascertainment. 


of  Commerce,  Paris  (Incorporated),  called  and  examined. 

General  Income  Tax. 

14.225.  (3)  The  law  of  the  15th  July,  1914,  for  the 
first  time  enacted  a general  Income  Tax,  described  as 
an  " Impot  Global,”  in  the  sense  that  it  was  based  on 
the  general  income  of  the  taxpayer  without  any  dis- 
tinction as  to  its  nature  or  its  source.  This  tax  has  re- 
cently been  graduated  by  the  Finance  Law  of  the  29th 
June,  1918,  and  varies  progressively  from  1-50  to  16 
per  cent,  for  revenue  between  5,000  francs  and  150,000 
francs,  and  from  16  per  cent,  and  20  per  cent,  from 
150,000  francs  to  550,000  francs  or  over.  There  are 
certain  small  deductions  allowed  which  are  practically 
negligible  for  present  purposes. 

Income  Tax  by  Schedules. 

14.226.  (4)  Side  by  side  with  this  general  or  global 
Income  Tax  there  is  Income  Tax  established  on  a basis 
of  schedules  by  the  law  of  the  31st  July,  191/.  The 
different  schedules  or  categories  are  the  following : — 

1°.  Landed  property,  improved  or  unimproved, 
5 per  cent.  • 

2°.  Income  of  securities,  5 per  cent.. 
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3°.  Industrial  and  commercial  profits,  4* 50  per 
cent. 

4°.  Agricultural  profits,  3-75  per  cent. 

5°.  Salary,  emoluments,  pensions  and  annuities, 
3-75  per  cent. 

6°.  Profits  of  liberal  professions,  3-75  per  cent. 

Coupon  Tax. 

14.227.  (5)  Independently  of  these  two  taxes,  a law 
of  the  29th  March,  1914,  has  enacted  a tax  originally 
of  5 per  cent,  and  now  of  6 per  cent,  on  dividend  of 
foreign  securities,  whether  collected  in  France  or 
abroad.  It  is  probable  that  this  tax  may  not  be 
highly  productive,  as  it  is  obviously  not  possible  for 
the  authorities  to  identify  the  payment  as  dividend 
except  when  it  comes  into  France  earmarked  as  such, 
in  which  case  the  banker  through  whom  it  is  collected 
is  responsible  for  its  deduction.  Nevertheless,  it  is 
due,  and  heavy  penalties  are  enacted  for  its  non- 
payment. 

Illustration.  (1)  Individuals. 

14.228.  (6)  To  illustrate  the  incidence  of  this  taxa- 
tion : we  will  take  the  case  of  an  English  merchant 
established  in  France  as  an  individual  deriving  at  the 
same  time  income  from  securities  in  England  and 
France.  He  will  have  to  pay  in  France  the  following 
taxation : — 

(1)  6 per  cent,  on  the  coupons  of  his  English 

securities ; 

(2)  5 per  cent,  on  the  coupons  of  his  French  securi- 

ties, if  he  has  any ; 

(3)  he  will  have  to  include  both  these  categories 

of  securities  as  elements  of  his  general  in- 
come, together  with  the  profits  of  his  busi- 
ness, and  pay  the  French  general  Income 
Tax  on  this  total  income,  subject  to  a few 
deductions,  at  a rate  which  may  amount  to 
as  much  as  20  per  cent,  and  is  not  likely  in 
a business  of  any  importance  to  fall  much 
below  10  per  cent  or  12  per  cent.  He  must 
make  a special  return  of  the  special  profits 
of  his  business  and  pay  a tax  of  4-50  per 
cent,  on  these. 

Now,  therefore,  this  individual  pays  in  any  event  a 
double  tax  on  his  British  securities,  for  the  British 
Income  Tax  is  deducted  therefrom  at  the  source,  and 
he  must  pay  a further  6 per  cent,  thereon  to  the 
French  Exchequer.  It  is  also  possible  that  he  may 
have  to  pay  British  Income  Tax  on  the  whole  of  this 
inoome,  notwithstanding  that  it  has  not  been  received 
within  the  United  Kingdom,  unless  he  can  satisfy  the 
Commissioners  of  Inland  Revenue  that  he  is  not 
ordinarily  resident  in  the  United  Kingdom  within  the 
sense  of  section  5 of  the  Finance  Act,  1914. 

Illustration.  (2)  Public  companies. 

14.229.  (7)  If  the  case  illustrated  is  that  of  a British 
public  company,  and  not  of  an  individual,  then  this 
company  must  also  pay  British  Income  Tax,  because 
obviously  a British  company  is  domiciled  in  England, 
and  therefore  pays  Double  Income  Tax ; with  this 
reservation,  that  the  general  French  Income  Tax  is 
not  applicable  to  public  companies,  but  only  to  indivi- 
duals. In  place  of  this  foreign  companies  pay  a 5 per 


cent,  dividend  tax  on  their  profits  earned,  or  pre- 
sumed to  be  earned,  in  France.  (If  their  French 
profits  are  not  separately  calculated  the  Minister  of 
Finance  establishes  a quota  for  the  assessment  on  the 
basis  of  the  French  turnover.)  A British  company,  so 
situated,  therefore,  would  pay  : — 

1 0 . French  dividend  tax  at  5 per  cent. ; 

2°.  the  French  6 per  cent,  coupon  tax  on  its 
British  securities,  if  any ; 

3°.  5 per  cent,  dividend  tax  on  its  French 
securities,  if  any. 

4°.  the  French  commercial  profits  tax  at  the  rate 
of  4-50  per  cent. 

Such  a company  would  also  of  course  pay  British  In- 
come Tax  on  its  profits  earned  in  France. 

14.230.  (8)  The  instances  annexed  hereto  are  very 
brief,  practical  illustrations  of  the  injustice  of  this 
double  taxation.  It  is  also  fair  to  add  that  the 
schedule  Income  Tax  of  1917  was  devised  to  take  the 
place  of  the  formerly  existing  “ patente  ” or  trade 
tax.  As  a matter  of  fact  it  has  only  superseded  the 
principal  amount  of  that  tax,  or  the  proportion  pay- 
able to  the  State.  The  “ centimes  additionnels,”  or 
the  portion  paid  to  the  Department  and  Commune,  are 
still  payable.  They  amount,  roughly,  to  half  the  tax, 
so  that  a trader  established  in  France  still  has  to 
pay,  in  addition  to  the  above  tax,  roughly  speaking, 
half  of  what  he  formerly  paid  by  way  of  patente. 

Instance  1. 

14.231.  (9)  A British  company  established  in  the 
neighbourhood  of  Paris  writes  that  the  quota  of  its 
total  profits  assessed  for  the  French  Government  Tax 
is  TimV  On  this  proportion  of  its  dividend  it  pays  5 
per  cent,  to  the  French  Exchequer ; it  also  pays  5 per 
cent,  on  the  interest  paid  on  its  bonds  subscribed  in 
England,  and  lastly  4-50  per  cent,  on  its  profits 
realized  in  France.  It  is  obvious  that  this  income  is 
also  assessed  in  England. 

Instance  2. 

14.232.  (10)  An  Englishman  living  in  France  derives 
some  income  from  France,  but  the  bulk  of  it  from 
securities  and  property  in  England.  The  French 
Revenue  insist  on  his  including  in  his  return  for 
French  general  Income  Tax  all  revenue  of  British 
origin,  and  he  is  assessed  on  the  total  amount  of  his 
revenue,  both  French  and  English.  English  Income 
Tax  was  also  deducted  at  the  source  on  his  revenue 
from  securities  in  England.  He  had  several  Life  In- 
surances with  British  companies  contracted  in 
England,  and  he  laid  claim  for  rebate  of  Income  Tax 
on  the  amount  of  these  insurance  premiums,  which 
reached  about  £160  per  annum;  this  claim  being  made 
in  accordance  with  the  scale  of  rebates  allowed  on  this 
account  to  people  resident  in  England  and  paying 
premium  for  Life  Insurance.  His  claim  was  refused  on 
the  ground  that  no  rebates  of  any  kind  were  allowed  to 
people  resident  outside  the  United  Kingdom,  except 
for  reasons  which  were  not  applicable  in  his  case. 

Instance  3. 

14.233.  (11)  This  complainant  holds  the  following 
securities  which  pay  Income  Tax  in  England  as 
indicated : — 


29th  May,  1918 
23rd  Dec.,  1918 
2nd  Dec.,  1918 
3rd  Aug.,  1918 
1st  Mar..  1918 
1st  Nov.,  1918 
1st  May,  1918 
30th  Jan.,  1918 
1st  July,  1918 
19th  Dec.,  1918 


Security. 

Dividend. 

Income 

Tax  in 

England 

£ 

s. 

cl. 

8. 

d. 

£ 

8. 

d. 

Scotch  Whisky  Brands,  Ltd. 

60 

0 

0 

at  5 

0 

15 

0 

0 

Crossley  Motors,  Ltd. 

10 

0 

0 

» 3 

7 

2 

15 

10 

Scotch  Whisky  Brands,  Ltd 

60 

0 

0 

„ 6 

0 

18 

0 

0 

Crossley  Bros.,  Ltd. 

6 

0 

0 

„ 5 

6 

1 

13 

0 

London  & Lancs.  Fire  Ins. 

7 

0 

0 

„ 5 

0 

1 

15 

0 

10 

16 

0 

„ 5 

9 

3 

2 

1 

10 

4 

0 

„ & 

0 

2 

11 

0 

Argentine  Navigation  Co.,  Ltd.  .. 

9 

0 

0 

„ 5. 

0 

2 

5 

0 

4 

10 

0 

„ 5 

0 

1 

2 

6 

Fraser  & Chalmers,  Ltd 

11 

5 

0 

„ 5 

3 

2 

19 

1 

£188 

15 

0 

£51 

3 

6 

r cent  tax  has  to  be  paid  on  foreign 

coupons,  viz 

: £51  3 

6 

2 

11 

1 

Tax  varies  up  to  20  per  cent.,  Bay  15 

per  cent,  on  £188  15 

0 

28 

6 

3 

51 

3 

6 

on  dividends  £188  15  0,  that  is  to  say  over 

43  per  cent. 

£82 

0 

10 
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Instance  4. 

14.234.  (12)  I hold  £150  5 per  cent,  debenture  stock 
of  the  R.M.  . . . Company,  London.  The  interest  on 
this  stock  is  paid  to  me  by  that  company  after  deduc- 
tion of  British  Income  Tax  at  the  rate  of  6s.  in  the  £. 
I include  the  net  dividend  in  my  return  of  income  to 
the  French  Inland  Revenue  authorities,  consequently 
I pay  a second  Income  Tax  in  accordance  with  the 
French  scale.  I retain  these  debentures  from  senti- 
mental motives,  seeing  that  I am  employed  by  an 
affiliated  company  of  the  R.M  . . . Company.  The 
amount  involved  is  small,  but  if  my  holdings  were 
more  important  I should  certainly  have  to  sell  out  and 
invest  the  proceeds  in  France  to  avoid  this  Double 
Income  Tax,  which  is  most  onerous  and,  in  my  opinion, 
uniust. 

Instance  5. 

14.235.  (13)  Holding  stock  in  England,  I receive  divi- 
dend warrants  with  English  Income  Tax  deducted. 
Then,  according  to  the  French  law,  I have  to  declare 
said  stock  hero  and  submit  to  a French  Income  Tax, 
making  double  payment.  Then  a further  case  in 
point : I am  an  English  firm  having  a branch  office  in 
France.  The  books  are  kept  in  London  the  head 
office.  I pay  Income  Tax  in  London  on  profits  of  the 
year.  In  France  I have  to  declare  my  profits  and  pay 
duty,  thus  making  double  income  duties. 

Instance  6. 

14.236.  (14)  We  are  establshed  in  London  as  X & 
Sons,  and  in  Bordeaux  as  X.  & Fils,  and  pay 
English  Income  Tax  on  all  the  profits  made  in  London 
and  in  Bordeaux.  Although  our  Bordeaux  house 
works  quite  independently  and  does  business  direct 
from  Bordeaux  all  over  the  world,  we  are  deemed, 
according  to  the  English  Commissioners,  to  be  one 
and  the  same  film.  The  profits  made  by  our  Bordeaux 
house  are  now  subject  to  French  Income  Tax,  and 
after  deduction  of  this  tax  the  net  amount  of  profit 
is  transferred  and  added  to  our  London  profits,  and 
English  Income  Tax  is  then  assessed  on  the  whole 
amount.  The  profit  made  by  Bordeaux  is,  therefore, 
subject  to  both  French  and  English  Income  Tax, 
which  we  consider  a great  hardship.  What  we,  how- 
ever, consider  particularly  unfair  is  the  way  the  Eng- 
lish Income  Tax  law  operates  in  regard  to  Interest 
on  Loans  made  to  our  Bordeaux  house  by  people  who 
are  resident  in  France  and  not  subject  personally  to 
English  Income  Tax,  and  this  is  a very  important 
matter,  indeed,  which  seems  to  us  so  evidently  unfair 
that  we  think  it  should  be  possible  to  obtain  relief 
if  the  ease  is  clearly  put  before  the  authorities.  Owing 
to  the  increase  in  cost  of  goods  and  higher  working 
expenses  more  money  is  required  in  Bordeaux  than 
can  be  supplied  from  England,  and,  consequently,  our 
Bordeaux  house  has  to  borrow  in  France  from  French 
subjects.  Our  Bordeaux  house  has  paid  interest  on 
these  loans  at  the  rate  of  5 per  cent,  per  annum 
without  making  any  deduction  for  English  Income 
Tax,  as  the  depositors,  being  French,  are  not  liable 
for  English  Income  Tax.  The  English  authorities, 
however,  have  made  our  London  firm  pay  English 
Income  Tax,  which  is  now  6s.  in  the  £,  on  all  these 
loans,  and  we  are  unable  to  recover  this  tax  from  the 
depositors,  and  this  is  a very  great  hardship  to  our 
firm  and  we  consider  it  most  unfair. 

Instance  7. 

14.237.  (15)  In  reference  to  the  unfair  taxation  of 
British  residents  on  the  Continent,  I have  just  sold 
a house  in  England  because  of  having  to.  pay  the 
Income  Tax  in  both  France  and  England,  and  I shall 
invest  the  money  in  French  War  Loan.  I regretted 
having  to  sell  this  house,  as  I built  it  myself  for 
personal  habitation  before  leaving  England  five  years 
ago,  and  in  another  five  years  or  so  I shall  be  return- 
ing when  I should  have  resumed  occupation,  but  the 
unfair  double  payment  of  Inoome  Tax  has  precluded 
my  doing  this. 

Instance  8. 

14.238.  (16)  I am  interested  in  the  P.  . . Co.,  of  Car- 
diff, and  all  dividend  warrants  which  I receive  from 
this  company  mention  that  the  Income  Tax  has  been 
deducted  (this  year,  5s.  9d.  in  the  pound).  These 
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dividends  when  presented  in  France  for  payment  are 
again  subject  to  a deduction  of  6 per  cent.  French 
Tax.  I am  a British  subject  residing  in  this  country 
since  1892,  and  from  this  date  I have  not  earned  a 
single  penny  in  England.  On  several  occasions  I have 
made  application  for  the  Income  Tax  to  be  refunded, 
but,  unfortunately,  there  seems  to  be  no  redress.  My 
claim  is  made  on  the  ground  that  I am  a British 
subject  living  in  France  and  earning  nothing  in 
England  and,  therefore,  should  be  exempt  from  this 
tax.  I am  also  interested  in  other  companies,  but 
the  big  stake  is  with  my  own  company.  If  I have  to 
go  on  paying  the  taxes  in  both  countries,  my  revenue 
will  be  reduced  to  next-to-nothing,  consequently,  I 
shall  be  obliged  to  withdraw  all  capital  in  England  and 
invest  it  over  here.  If  every  Britisher  living  in 
France  does  this,  it  will  be  a serious  loss  to  the  old 
country. 

Instance  9. 

14.239.  (17)  I have  a loan  on  my  life  policy  on  which 
I pay  4 per  cent,  on  a part  and  5 per  cent,  on  the 
other.  It  is  invested  in  England — Vickers,.  Arm- 
strong, South  Durham  Steel,  &c.  The  Income  Tax  is 
deducted  in  England  in  the  usual  manner.  I have 
to  give  the  French  Bureau  d’Enregistrement  at  the 
end  of  the  year  a full  description  of  investments  out- 
side France,  and  I pay  6 per  cent,  on  interest  received 
(net  interest)  from  these  investments.  Formerly,  I 
did  not  pay  any  Engish  Income  Tax,  being  a resident 
abroad,  and  over  and  above  this  the  current  Income 
Tax  was  deducted  by  the  insurance  company  off  the 
amount  of  interest  I paid  on  the  loan. 

So  I received  dividends,  less — 

25  per  cent.  English  Income  Tax. 

6 per  cent.  French  Income  Tax. 

25  per  cent,  not  deducted  off  interest  on  loan. 

Instance  10. 

14.240.  (18)  A British  newspaper  company  abroad 
writes  as  follows: — “ We  arrive  at  the  following  result 
of  net  profit  as  to  a business  situated  as  we  are  on 
an  assumed  profit  of  £100,000:  — 

£ 

Assumed  profit  of,  say  ...  ...  ...  100,000 

4 per  cent,  on  gross  profits  £4,500 
(French  Excess  Taxes  ...  £68,798) 

5 per  cent,  on,  say,  15  per  cent. 

dividend  ...  ...  ...  £375 

British  Income  Tax  at  6s.  in  £...£7,899 
(British  Excess  Taxes  ...  ...£6,456) 

88,028 


Leaving  Balance  ...  ...  ...  ...  £11,972.” 


This,  of  course,  includes  Excess  War  Profits  Tax, 
which  does  not  concern  the  present  investigation,  but 
it  will  be  seen  that  this  company  pays  a total  Income 
or  Dividend  Tax  in  France  of  £4,875  and  in  England 
of  £7,899. 

Instance  11. 

14,241.  (19)  A limited  company,  doing  business  in 
England  and  France,  writes  as  follows : — 

“ We  think  we  are  correct  in  saying  that,  as  far 
as  (A)  excess  profits  are  concerned,  we  are  in  the 
first  instance  assessed  in  France,  in  accordance  with 
the  French  excess  profits  legislation,  for  50  per  cant, 
of  the  excess  profits  earned  in  our  two  French  fac- 
tories. This  you  can  verify.  After  the  profits  then 
remaining  have  been  ascertained,  we  then  have  here 
in  England  to  pay  excess  profits  upon  the  profits 
remaining  after  the  French  Excess  Profits  have  been 
paid,  and,  of  course,  Excess  Profits  upon  the  profits 
of  our  English  factory  at  80  per  cent. 

“ (B)  As  far  as  Income  Tax  is  concerned,  the  pro- 
cedure is  exactly  similar.  We  have  to  pay  French 
Income  Tax  and  have  then  to  pay  English  Income 
Tax  upon  the  total  profits  remaining  on  the  French 
factories  after  the  French  taxation  has  been  paid,  and, 
of  course,  English  Income  Tax  upon  the  profits  made 
on  the  English  factory. 

‘‘  To  illustrate  our  meaning,  let  us  assume  that 
the  French  factories’  profits  amount  in  normal  times 
to  £2,000  and  the  English  factory’s  to  £1,000.  Let 
us  assume,  furthermore,  that  in  1918  the  French  fac- 
tories earned  £4,000  and  the  English  £2,000.  Then 
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the  taxation  payable  in  1918  would  be,  firstly,  French 
Excess  Profits  at  the  rate  of  50  per  cent,  on  £2,000, 
reducing  the  £2,000  to  £1,000,  and  subsequently 
English  Excess  Profits  on  the  £1,000  then  remaining 
from  the  French  factories,  increased  by  £1,000  Excess 
Profits  on  the  English  factory,  making  in  all  £2,000 
upon  which  Excess  Profit  has  to  be  paid  in  England 
at  the  rate  of  80  per  cent.,  leaving  £400  actually 
available.  On  what  remains  of  the  £400,  after  the 
French  Income  Tax  is  paid,  .English  Income  Tax 
would  be  levied  at  the  rate  of  80  per  cent.,  leaving 
£400  actually  available.  On  what  remains  of  the 
£400,  after  the  French  Income  Tax  is  paid,  English 
Income  Tax  would  be  levied  at  the  rate  of  6s.  in  the 
£,  leaving  something  in  the  neighbourhood  of  £250 
available  for  shareholders,  and  the  dividend  declared 
would  still  be  subject  to  Super-tax  if  any  shareholders 
were  subject  by  reason  of  their  total  income  to  Super- 
tax taxation.  For  practical  purposes  this  means  that 
all  excess  profits  on  the  French  factories  are  eaten  up 
by  first  French  and  then  English  taxation.” 

Instance  12. 

14.242.  (20)  Having  a residence  both  in  France  and 
in  England,  I have  to  pay  Income  Tax  on  revenue 
of  stocks  and  shares  in  the  United  Kingdom,  in 
France,  plus  the  6 per  cent,  tax  on  revenu  des  valeurs 
mobilieres  here.  As  you  know,  this  amounts  to  30  per 
cent,  in  England,  then  a further  6 per  cent,  on  the 
rest  and  after  that  20  per  cent.  here. 

Instance  13. 

14.243.  (21)  A banking  company,  which  carries  on 
its  operations  in  France,  writes  as  follows:  — 

“ Our  company  first  pays  the  following  taxes:  — 

(1)  Centimes  additionnels  on  the  patents. 

(2)  Schedule  Income  Tax  on  commercial  profits. 

(3)  Excess  War  Profits  Tax. 

“ Lastly,  as  a share  company,  it  pays  on  the  pro- 
portion of  the  profits  distributed  to  its  shareholders, 
on  the  one  hand,  and  to  its  directors,  on  the  other, 
the  tax  on  the  revenue  of  securities  at  5 per  cent.  In 
principle  this  tax  of  5 per  cent,  should  be  deducted 
from  the  amount  of  the  dividends  paid  to  the  share- 
holders, and  from  this  standpoint,  therefore,  it  might 
be  claimed  that  it  is  the  shareholder  and  not  the  com- 
pany which,  bears  the  tax,  but,  in ' reality,  it  is  the 
revenue  of  the  company  which  is  assessed.  In  our 
particular  case  as  our  company  carries  on  all  its 
business  in  France  it  must  pay  this  tax  on  the  whole 
of  its  annual  profits,  whereas  if  it  only  carried  on  a 
portion  of  its  operations  in  France,  it  would  only 
have  to  pay  on  a portion  of  its  annual  profits,  which 
portion  would  be  fixed  by  the  Minister  of  Finance. 
Our  case,  therefore,  is  clearer  than  that  of  other 
English  companies  who  only  carry  on  a portion  of 
their  business  in  France.  Then,  again,  on  the  amount 
of  profits  distributed  (diminished  by  the  French  tax 
of  5 per  cent.),  our  company  or  our  shareholders, 
which  is  just  the  same,  must  also  pay  in  England 
Income  Tax  at  the  rate  of  6s.  in  the  £.  Thus  the 
two  taxes,  French  and  English,  are  superposed ; up 
to  the  present  the  French  tax  is  fairly  light,  but 
when  it  reaches  the  rate  of  the  Income  Tax  a dividend 
of  100  francs  will  have  to  bear  a first  reduction  of 
30  per  cent,  in  France,  then  a second  reduction  of 
30  per  cent,  in  England.  The  inequitable  character 
of  the  duplicate  taxation  would  then  be  more  striking. 

“ The  remedy  is  a simple  one,  especially  in  the  case 
of  a company  which,  like  ours,  only  carries  on  business 
in  France,  it  would  suffice  to  apply  the  system  in  force 
tending  to  avoid  the  duplication  of  taxes  in  respect 
of  payment  of  dividends  to  foreign  shareholders,  the 
system  of  affidavits.  The  schedule  Income  Tax  on 
securities  (French)  and  the  Income  Tax  (English)  are, 
as  a rule,  borne  by  the  shareholders;  make  this  rule 
a reality,  our  English  shareholders  domiciled  in 
England  would  pay  Income  Tax  and  would  be  exone- 
rated from  the  French  tax  on  delivery  of  an  affidavit ; 
similarly,  our  French  shareholders  would  pay  the 
French  tax  and  would  be  exonerated  from  Income 
Tax.  In  a word,  from  the  fiscal  standpoint,  no 
account  would  be  taken  of  the  nationality  of  the  cdm- 
panies,  only  the  place  where  they  carry  on  their 
business  would  enter  into  calculation.  As  far  as  com- 
panies who  carry  on  business  in  both  France  and 
England  are  conoerned,  the  quota  spoken  of  above 


should  be  fixed  by  agreement  with  the  Minister  of 
Finance  and  the  English  Revenue  authorities,  and  by 
applying  the  same  principle  as  that  which  we  have 
just  indicated,  we  should  obtain  a perfectly  equitable 
taxation  in  both  countries.” 

[This  concludes  the  evidence-in-chief .] 

14.244.  Chairman : You  represent  the  British 

Chamber  of  Commerce  in  Paris? — Yes. 

14.245.  What  membership  have  you? — Our  member- 
ship in  the  Chamber  of  Commerce  is  about  1,500. 

14.246.  Who  is  your  President  now? — Mr.  Houns- 
field. 

14.247.  Are  they  all  British  members? — They  are 
exclusively  British ; we  are  very  rigorous,  indeed, 
about  that. 

14.248.  And  they  have  asked  you  to  come  over  here 
to  represent  them  on  this  Income  Tax  matter? — They 
have. 

14.249.  Mr.  Kerly : You  have  been  good  enough 
to  set  out  for  us,  in  the  early  part  of  your  paper,  the 
Income  Tax  which  is  payable  in  France  by  residents 
in  France.  You  suggest  that  it  is  a hardship — as  it 
undoubtedly  is,  whether  we  can  remedy  it  or  not — 
that  in  some  cases  a Double  Income  Tax  should  be 
paid  by  a man,  either  because  he  is  partially  resident 
in  England,  or  because  he  has  some  property  which 
is  earning  profit  in  England? — Yes. 

14.250.  Could  you  summarize  for  me  what  you  sug- 
gest as  to  alterations  of  the  law? — Speaking  on 
behalf  of  our  Chamber,  we  think  that  Income  Tax 
should  be  a purely  territorial  operation,  and  nothing 
else.  That  is  not  my  personal  opinion,  but  that  is 
the  opinion  of  our  Chamber.  We  recognize  that  if  a 
man  is  enjoying  the  benefits  of  civilised  society  in  two 
countries,  there  is  no  reason  why  he  should  not  pay 
two  taxes  to  correspond  with  those  benefits — 'but  not 
on  the  same  property. 

14.251.  What  is  your  proposal? — Do  you  mean  what 
do  I personally  propose? — 

14.252.  What  proposal  do  you  put  before  this  Com- 
mission?— We  have  no  definite  proposals  to  put  before 
this  Commission,  because  we  feel  that  the  matter  is 
so  intricate  that  it  is  impossible  to  formulate  a 
definite  remedy.  I have  my  own  personal  view. 

14.253.  Will  you  give  us  that,  because  I may  tell 
you  that  we  have  had  a good  deal  of  evidence  already 
as  to  the  grievance  and  as  to  the  complication  of  the 
problem.  I dare  say  you  are  quite- familiar  with 
many  of  its  aspects.  We  have  had  very  little  assist- 
ance, so  far,  as  to  how  that  problem  is  to  be  solved. 
To  take  only  one  aspect  of  the  matter,  you  speak, 
for  instance,  of  a tax  being  purely  territorial.  Now 
let  me  put  to  you  this  case.  A company  with  its  seat 
in  England,  carrying  on  business  in  France  and  else- 
where, and  earning  a profit : where  is  the  Income 
Tax  to  be  paid? — Personally,  I do  not  myself  see  any 
remedy,  except  one,  and  that  is  that  every  country 
which  has  an  Income  Tax  should  pool  its  Income  Tax, 
and  the  Income  Tax  should  be  proportionately  to  the 
income  which  an  individual  or  a company  derives 
from  those  various  countries.  I have  cudgelled  my 
brains  over  and  over  again  over  it,  and  I cannot  see 
any  remedy  but  that. 

14.254.  In  some  simple  cases,  perhaps  in  a case  as 
between  Great  Britain  and  a Colony,  something  of 
that  sort  might  perhaps  be  possible,  but  how  could 
you  deal  with  the  case  which  I put  to  you,  of  an 
English  company  earning  some  part  of  its  income  in 
France  and  the  rest  elsewhere?  What  pooling 
arrangement  can  you  suggest  for  that  case?— It  can 
be  ascertained,  surely,  what  other  countries  it  is  de- 
riving income  from.  Supposing  it  is  deriving,  we 
will  say,  a quarter  of  its  income  from  France,  half 
its  income  from  Great  Britain,  and  a quarter  from 
Australia;  it  would  be  perfectly  easy  to  pool  that, 
would  it  not?  I mean,  it  is  conceivably  possible. 

14.255.  The  rates  of  Income  Tax  being  different  in 
each  country? — No;  you  would  have  to  agree  on  a 
uniform  tax. 

14.256.  Then,  the  first  step  towards  any  such 
arrangement  as  you  would  suggest  would  be  a world- 
wide convention  between  all  the  countries  where 
Income  Tax  is  levied? — Yes. 

14.257.  We  are  a long  way  away  from  that,  are  we 
not  ? — Yes. 
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14.258.  Short  of  any  such  general  and  revolutionary 
step,  have  you  any  practical  suggestion  to  make  to  us  ? 

— I do  not  see  any. 

14.259.  Let  me  make  one  or  two  suggestions.  Sup- 
posing we  give  up  the  attempt  to  levy  Super-tax  upon 
income  derived  from  England  by  a non-resident — 
you  would  say  that  would  be  a relief,  I suppose? — 
Yes. 

14.260.  Take  the  case  not  of  Super-tax,  but  of  In- 
come Tax  deducted  in  England  from  dividends  or 
other  income  payable  to  a non-resident.  How  would 
you  suggest  that  should  be  dealt  with? — Income  pay- 
able to  a non-resident? 

14.261.  Yes,  and  tax  deducted  at  source  in  England? 

— I confess  I have  no  suggestion  to  make.  I was  not 
prepared  for  this  at  all. 

14.262.  Mr.  Kerly : Then  I do  not  think  I will 
trouble  you  further.  As  a statement  of  the  conditions 
in  France,  I have  no  doubt  your  evidence  is  perfectly 
accurate,  and  it  is  perfectly  clear,  and  I have  had  the 
advantage  of  reading  it.  I will  not  ask  any  further 
question. 

14.263.  Mr.  Mackinder : There  is  an  equivalent 
body  of  Frenchmen  in  London,  is  there  not? — There 
is  a French  Chamber  of  Commerce  in  London. 

14.264.  It  is  an  important  body,  is  it  not? — I 
believe  it  is ; I do  not  know  what  its  membership  is. 

14.265.  Have  you  thought  of  getting  into  connec- 
tion with  that  body  on  this  problem? — We  have  had 
one  communication  from  them,  I believe. 

14.266.  The  question  affects  Frenchmen  living  here, 
as  much  as  it  affects  you  in  France  ? — Yes, 
theoretically  it  does. 

14.267.  You  see  the  bearing  of  my  question.  Would 
you  object  to  a system  under  which  the  higher  of  the 
two  taxes  was  paid  as  a basis  for  subsequent  division 
between  the  countries  ? In  the  case  that  you  have  put 
to  us  it  seems  to  me  that  the  French  taxation,  even 
now,  is  lower  than  our  taxation? — It  is  very  difficult 
to  say  that,  because  there  are  four  different  classes  of 
French  taxation;  there  is  not  only  one  class. 

14.268.  In  your  statement  you  have  given  us  the 
highest  as  20  per  cent,  on  incomes  from  150,000  francs 
to  550,000  francs  or  over? — Yes. 

14.269.  20  per  cent.,  I gather,  then,  is  the  highest 
rate  levied? — Yes,  but  then  you  see  there  are  other 
taxes.  There  is  the  Foreign  Dividend  Tax. 

14.270.  That  is  a relatively  small  thing — 6 per  cent.  ? 
— There  is  the  Commercial  Profits  Tax.  These 
operate  under  different  conditions.  It  is  very  diffi- 
cult to  make  a comparison.  They  have  not  got  a 
single  tax.  There  will  be  as  many  as  four,  some 
operating  on  public  companies  and  some  on  indivi- 
duals. 

14.271.  But  their  incidence  is  in  the  nature  of  an 
Income  Tax? — Income  or  dividend,  yes. 

14.272.  By  Commercial  Profits  Tax,  do  you  mean  a 
tax  on  commercial  travellers? — No,  the  tax  on  com- 
mercial profits  is  a tax  on  the  profits  realized. 

14.273.  And  outside  this  Income  Tax  that  you  have 
set  down  here? — You  have  the  general  Income  Tax 
under  the  law  of  1914,  which  is,  strictly  speaking,  an 
Income  Tax.  Then  you  have  the  other  taxes. 

14.274.  I gather  that  these  are  cumulative  taxes. 
If  you,  come  under  these  different  things,  you  are  taxed 
in  addition  in  each  case? — Yes;  you  may  be  taxed. 
For  instance,  a company  is  taxed  on  its  dividends,  and 
also  on  its  commercial  profits.  I say  a Dividend  Tax, 
because  it  is  strictly  a Dividend  Tax,  that  is  to  say, 
only  on  profits  distributed  whereas  the  Commercial 
Profits  Tax  is  an  Income  Tax  in  the  sense  that  it  is  a 
tax  on  profits  realized,  whether  distributed  or  not. 

14.275.  Is  that  Income  Tax  in  your  paragraph  3 
payable  by  companies,  or  only  by  individuals?- — The 
general  Income  Tax  is  not  payable  by  companies. 

14.276.  Only  by  individuals? — The  companies  pay 
what  is  strictly  a Dividend  Tax,  that  is,  on  profits 
distributed;  and  they  also  pay  the  Commercial  Profits 
Tax  under  the  law  of  1917. 

14.277.  All  I wanted  to  suggest  is  that  this  is  a 
matter  probably  that  will  continue  for  some  time 
under  discussion  ; do  you  not  think  it  would  be  a help- 
ful thing  if  the  French  Chamber  here  and  you  could 


get  together  and  try  to  shape  some  suggestions? — I 
think  it  might,  certainly. 

14.278.  Because  it  is  obviously  much  easier  to  carry 
anything  that  is  reciprocal? — Undoubtedly. 

14.279.  If  we  made  a suggestion,  France  might 
have  all  kinds  of  difficulties;  but  if  it  were  shown 
that  her  people  here  were  suffering  in  the  same  way, 
and  that  you  had  got  a practical  remedy  to  apply  to 
the  two  cases,  it  might  be  of  more  weight? — Cer- 
tainly. In  illustrating  these  different  taxes,  I am 
simply  exemplifying  our  difficulty  in  formulating  a 
remedy,  because  the  two  things  do  not  correspond. 

14.280.  You  may  take  it  that  we  have  had  a great 
deal  of  evidence  as  to  the  hardship,  and  I think  I 
may  say  that  all  of  us  are  convinced  as  to  the  hard- 
ship; but  the  position  we  are  now  in  is  that  we  want 
practical  suggestions  for  a remedy.  There  is  special 
consideration  going  on  where  the  double  tax  affects 
the  Empire,  but  what  I was  putting  to  you  was  that 
if  you  and  the  French  Chamber  in  London  could  get 
together  and  really  thresh  out  these  points,  and  bring 
a practical  suggestion,  it  might  go  a long  way? — 

I think  certainly  it  might  serve  some  useful  purpose. 

14.281.  Chairman : Taking  an  income  of  £2,000  in 
Paris,  and  an  income  of  £2,000  here,  could  you  tell 
us  the  amount  of  taxation  payable  there? — 

14.282.  Mr.  Mackinder:  If  you  could  give  us  a 
table — not  at  this  moment — showing  the  various 
amounts,  it  might  be  rather  helpful? — If  you  are 
talking  about  a company  having  £2,000  income,  you 
would  have  first  to  distinguish  whether  that  £2,000 
was  dividend  or  profit.  If  it  is  dividend,  then  the 
profit,  which  is  the  basis  of  the  Commercial  Profits 
Tax,  might  be  larger,  because  the  Commercial  Profits 
Tax  is  on  profits  realized,  but  not  necessarily  distri- 
buted. 

14.283.  Chairman : You  do  not  know  whether  you 
are  more  heavily  taxed  in  this  country  or  in  France? 
— More  heavily  here,  oertainly,  as  a whole. 

14.284.  Mr.  Mackinder : Then  the  point  I was  put- 
ting to  you,  the  principle  of  paying  the  higher  tax, 
in  whichever  country,  with  a subsequent  allotment, 
would  possibly  be  acceptable  to  you.  Supposing  there 
is  a tax  here  amounting,  let  me  say,  to  8s.,  and  a tax 
in  France  which,  when  it  is  all  worked  out  to  its 
equivalent,  amounts  to,  say,  5s.,  that  is  a difference 
of  3s.  Do  you  think  your  Chamber  would  object  to 
pay  8s.,  if  there  were  an  arrangement  between  this 
conn  try  and  F nance  for  allotting  the  money  as 
between  the  two  countries? — I think  decidedly  not, 
from  reading  the  letters  of  complaint  that  we  have 
had  from  our  members. 

14.285.  You  see  that  infringes  the  view  that  you 
put  forward  as  the  view  of  your  Chamber  at  the 
beginning,  when  you  said  that  your  Chamber’s  view 
was  that  it  was  only  the  oountry  of  origin  of  the 
inoome  which  should  gather  the  tax? — Yes;  I am  not 
now  expressing  my  opinion  on  our  Chamber’s  theore- 
tical view,  but  on  the  tenor  of  the  complaints  we 
have  received.  I think  that  would  satisfy  them. 

14.286.  That  is  to  say,  pay  the  tax  to  whichever 
country  had  the  higher  tax,  and  then  an  allotment 
to  be  made  between  them?— Yes.  Judging  from  the 
tenor  of  the  complaints  we  have  received,  I shorn ^ 
think  that  would  be  satisfactory  to  our  members. 

14.287.  Chairman : Then  we  shall  just  have  to  take 
your  paper,  because  you  yourself  do  not  represent 
the  opinions  of  the  Chamber,  do  you,  personally? 
No ; I have  my  own  view  about  it.  I stated  what  was 
the  theoretical  view  of  our  Chamber.  Now  I am 
taking  my  stand  on  letters  which  we  have  received 
from  our  members,  complaining.  We  asked  them  to 
state  their  complaints. 

14.288.  Mr.  Mackinder : And  the  complaint,  I take 
it,  is  that  they  have  to  pay  tax  in  both  countries? — 
Yes. 

14.289.  If  they  had  to  pay  the  higher  tax,  which- 
ever it  was,  that  would  be  an  obvious  alleviation?  — 
I think  they  would  be  satisfied  with  it. 

14.290.  I suggest  that  if  the  witness  could  get 
the  French  Chamber  of  Commeice  into  some 
sort  of  agreement  with  the  British  Chamber  of 
Commerce  in  Paris,  they  might  get  out  a scheme 
which  might  be  a very  useful  basis  to  go  to  the  two 
Governments. 
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14.291.  Mr.  Armitag e-Smith : Any  thoroughgoing 
system  of  relief  pre-supposes  some  kind  of  convention 
between  the  British  and  the  French  Governments? — 
It  seems  necessary. 

14.292.  Have  you  any  idea  of  the  ratio  between  the 
number  of  Englishmen  and  the  number  of  French- 
men who  suffer  this  grievance  of  Double  Income  Tax  ? 
— No,  I have  not  at  all. 

14.293.  As  an  expedient,  though  not  a remedy, 
would  it  go  any  way  to  meet  your  grievance  if  non- 
resident persons  subject  to  British  income  Tax  were 
granted  the  same  exemptions  and  abatements,  and 
had  the  same  relief,  as  residents? — A non-resident  in 
England,  do  you  mean? 

14.294.  Persons  who  do  not  reside  in  England,  but 
who  draw  an  income  originating  in  England,  and 
therefore  taxed  at  the  source? — How  would  that 
work?  I do  not  quite  understand. 

14.295.  At  the  present  time,  I understand  such 
taxpayers  do  not  receive  the  same  abatements  and 
exemptions  as  the  British  resident  taxpayer  does. 
Perhaps  you  are  not  familiar  with  the  point? — Are 
you  talking  about  non-residents  in  England  or 
France?  I do  not  understand. 

14.296.  I am  talking  of  persons  who  do  not  reside 
in  the  United  Kingdom,  but  in  France,  who  are 
British  subjects  and  who  receive  income  originating 
in  England  and  taxed  at  the  source  in  England. 
Would  it  meet  your  grievance  to  any  extent  if  those 
taxpayers  received  the  same  relief,  whether  by  way 
of  exemption  or  abatement,  as  residents  in  the  United 
Kingdom  receive? — They  would  then  only  pay  the 
French  tax.  Is  that  what  you  mean? 

14.297.  Mr.  Armitag  e-Smith : No,  I do  not  mean 
that.  I will  leave  the  point. 

14.298.  Mr.  Synnott : As  to  finding  a basis  for  a 
convention — are  there  not  many  more  Englishmen 
living  in  France  and  doing  business  and  earning 
income  there,  than  vice  versa ? — I should  think  no 
doubt  there  are. 

14.299.  That  might  be  one  of  the  difficulties  in 
getting  reciprocity,  might  it  not?  The  French 
Government  have  more  to  lose  than  we  have,  I am 
afraid. 

14.300.  Mr.  Mackinder:  Would  you  agree  to  that, 
having  regard  to  all  the  wine  firms,  and  so  forth,  in 
London? — I Rave  no  statistics  on  the  subject;  it  is 
only  what  I know  myself. 

14.301.  Mr.  Synnott : We  know  the  number  of  busi- 
ness men  there  are  in  Paris  and  Bordeaux,  and  so 
on.  You  have  a grievance,  not  only  with  regard  to 
Income  Tax,  but  with  regard  to  Estate  Duty,  too. 
Are  you  familiar  with  that? — Yes. 

14.302.  May  I suggest  that  if  it  was  a question  of 
a convention,  that  should  be  gone  into  also,  because 
it  is  a matter  of  the  greatest  importance.  Is  it  not 
a fact  that  in  the  case  of  an  Englishman  living  in 
France  and  having  any  property  there,  although  he 
is  domiciled  in  England,  although  he  has  what  is 
called  an  animus  revertendi,  if  he  is  in  fact  resident 
in  France,  he  is  liable  to  Estate  Duty  not  only  here 
but  there? — Yes,  that  is  so. 

14.303.  And  a great  many  people  who  have  bought 
property  there  have  been  entirely  unconscious 
of  this,  and  have  been  caught  out,  have  they  not? — 
Yes,  quite. 

14.304.  Is  there  not  this  convention  between  the 
two  countries,  that  the  Inland  Revenue  of  each 
country  furnish  the  other  with  all  particulars  of 
properties  that  are  admitted  to  probate? — Yes,  that 
is  the  Convention  of  1907. 


14.305.  That  arrangement  may  have  been  just 
when  Estate  Duty  was  very  low'  and  Income  Tax  was 
very  low,  but  it  may  be  a very  considerable  hardship 
now'? — It  is. 

14.306.  I see  the  French  Government  now  do  what 
they  did  not  do  before;  they  tax  income  although 
not  received  in  France? — Yes. 

14.307.  If  an  Englishman  has  London  & North 
Western  debenture  stock  there,  although  the  divi- 
dends are  not  received  in  France,  they  tax  it  in 
addition  to  the  6s.  here? — Yes,  it  is  a 6 per  cent.  tax. 

14.308.  They  have  copied  our  1915  clause,  have 
they  not? — No,  that  was  a law  of  the  29th  March, 
1914,  which  enacts  that  foreigners  who  live  in  France 
must  pay  5 per  cent,  at  first  (it  is  now  6 per  cent.) 
on  their  dividends,  although  they  are  not  received  in 
France. 

14.309.  We  have  a similar  clause  in  our  Finance 
Act? — Yes. 

14.310.  Mr.  Holland-Martin : I do  not  quite  under- 
stand the  figures  given  in  your  instances  3 and  4 in 
paragraphs  11  and  12.  In  3,  you  apparently  give  a 
gross  dividend  of  £188  15s.  Od.  and  a tax  of 
£51  3s.  6d.  Then  in  the  next  line,  you  say : “ In 
France  a 5 per  cent,  tax  has  to  be  paid  on  foreign 
coupons,  viz.,  £51  3s.  6d.”  How  is  that  amount 
arrived  at?  It  seems  to  me  to  be  the  amount  of 
tax  that  iS  taken  there,  and  not  the  gross  or  the  net 
amount  of  dividend? — It  is  5 per  cent,  on  the  foieign 
coupons.  That  is  a mistake.  It  is  our  corres- 
pondent who  is  wrong;  it  is  a quotation  from  our 
member’s  letter. 

14.311.  But  there  is  a mistake  there,  is  there  not? 

There  is  a mistake  there ; it  should  be  5 per  cent. 

on  the  actual  dividend. 

14.312.  If  it  is  on  the  actual  dividend,  that  is 
the  gross  amount.  The  next  instance,  4,  says:  “I 
include  the  not  dividend  in  my  return  of  income.” 
So  that  w'ould  seem  to  be  a difference  of  practice 
there  as  to  whether  it  is  the  net  or  the  gross?— 
There  is  no  doubt  what  the  Dividend  Tax  is.  It  is 

5 per  cent,  on  the  amount  of  the  foreign  dividends. 

14.313.  On  the  amount  actually  received  in  the 
country  of  origin?— If  the  British  subject  is  resident 
in  France,  he  must  pay  a 5 per  cent,  tax— it  is  now 

6 per  cent. ; it  has  been  increased— on  the  . amount 
of  his  foreign  dividends.  The  amount  of  his  foreign 
dividends  in  that  instance  is  £188  15s.  0d.,  as  I 
read  it. 


14,314.  But  if  the  dividend  received  by  him  had 
tax  deducted,  as  would  be  usual,  then  would  it  not 
be  the  amount  of  the  dividend  less  the  tax — the 
actual  amount  received  in  France?— It  is  on  the 
actual  dividend.  There  is  no  question  about  the 
law ; it  is  on  the  actual  dividend. 

14,315  la  the  Income  Tax  working  in  France  now? 
1 thought  it  was  rather  partially  imposed?— Yes,  it 
IS  working. 


, ' . fa  *“"**«'•  woonu, y,  is  ic  not;  ic  is 

not  working  very  well,  is  it  ?— I am  no  particular 
judge  of  that,  but  it  is  working. 

14,317.  A few  months  back  I was  reading  an  article 
in  a French  paper  on  the  subject,  and  it  seemed  to 
imply  that  it  was  not  working  at  all. 

1^18.  Mackinder : Is  it  working  in  regard  to 
the  farmers?— That  I do  not  know. 


unairman : 


,.  - - mat  concludes  our  examina- 

tion; we  are  very  much  obliged  to  you  for  coming 
across. 


Mr.  E.  R.  Harrison, 


an  Assistant  Secretary  to  the  Board  of  Inland  Revenue,  and  lately  Olerk 
Commissioners  of  Income  Tax,  recalled  and  examined. 


to  the  Special 


The  witness  handed  in  the  following  statements  as 
his  evidenco-in-chief : — 


No.  I.— ON  THE  SUBJECT  OF  THE  UNDISTR 
BUTED  PROFITS  OF  COMPANIES  AN 
AVOIDANCE  OF  SUPER-TAX. 


Income  for  Super-tax  purposes. 

14,320.  (1)  Super-tax  is  charged  on  the  incomes 
of  individuals  whose  total  incomes  exceed  £2,500. 


14,321).  (2)  In  computing  Super-tax  liability  for 
any  year  income  derived  from  shares  in  ,a  joint 
stock  company  is  taken  to  be  the  amount  of  dividends 
receivable  by  the  individual  in  the  preceding  year, 
and,  consequently,  any  portion  of  the  total  profit 
of  a company  which  is  not  distributed  amongst  its 
shareholders  in  the  form  of  dividends  or  paid  to 
creditors  as  interest  is  automatically  excluded  from 
assessment  to  Super-tax. 
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14,322.  (3)  On  the  other  hand,  income  derived  by 
an  individual  from  carrying  on  business  in  partner- 
ship is,  broadly  speaking,  computed  for  Super-tax 
purposes  by  reference  to  such  individual’s  share  of 
the  partnership  profits,  whether  such  share  has 
actually  been  drawn  out  of  the  business  or  not. 

14,323  (4)  The  different  position  of  a shareholder 
in  a company  as  compared  with  that  of  a partner 
in  a firm  or  the  sole  proprietor  of  a business  may  be 
illustrated  by  an  example. 

14.324.  (5)  A private  company  of  which  A owns 
all  the  shares  (save  one)  makes  profits  £10,000,  but 
declares  a dividend  of  £2,000  only,  leaving  £8,000 
undistributed.  A is  liable  to  include  in  his  return 
for  Super-tax  purposes  £2,000  as  his  income  from  the 
company,  and,  if  lie  has  no  other  income,  he  pays 
no  Super-teax  at  all. 

14.325.  (6)  B is  the  principal  partner  in  a firm 
which  makes  profits  £12,000,  of  which  B’s  share 
amounts  to  £10,000.  B,  however,  draws  £2,000  only, 
leaving  £8,000  in  the  business.  B must  return  his 
income  for  Super-tax  purposes  as  £10,000,  not  as 
£2,000. 

14.326.  (7)  In  view  of  the  favourable  position  of 
A as  compared  with  B in  these  examples,  there  is  a 
distinct  inducement  to  private  firms  to  turn  them- 
selves into  companies  merely  in  order  to  escape  the 
whole  or  part  of  what  would  otherwise  be  their 
liability  to  Super-tax. 

14.327.  (8)  The  total  profits  arising  from  a busi- 
ness ultimately  benefit  the  persons  interested  in  it 
according  to  their  respective  shares.  If  such  profits, 
instead  of  being  received  as  drawings  by  partners, 
or  as  dividends  by  shareholders,  are  left  to  accumu- 
late in  a business,  the  value  of  the  interest  of  the 
individual  is  proportionately  increased.  It  is  ob- 
vious that  the  liability  of  an  individual  to  taxation 
ought  not  to  be  limited  to  that  portion  of  the  total 
profits  which  he,  either  of  his  own  volition,  or  in  con- 
cert with  jothers,  decides  to  withdraw  from  the 
business  in  which  he  is  interested,  and  accordingly 
it  is  suggested  that  any  change  in  the  basis  of  com- 
putation of  the  profits  to  be  included  in  a Super-tax 
return  should  be  in  the  direction  of  assimilitating 
the  position  of  the  shareholder  in  a company  to  that 
of  the  partner  in  a firm,  and  not  vice  versa. 

Devices  for  the  avoidance  of  Super-tax. 

14.328.  (9)  Ever  since  the  imposition  of  the  Super- 
tax for  the  year  1909-10,  certain  companies,  parti- 
cularly private  companies  controlled  by  a small 
number  of  persons,  have  held  back  profits  from  dis- 
tribution as  dividends,  with  the  effect  of  enabling 
shareholders  who  happen  to  be  wealthy  individuals 
to  escape  Super-tax.  While  the  device  is  found 
principally  in  the  case  of  “ one-man  ” and  “ family  ” 
concerns,  it  may  also  exist  in  t]io  case  of  any  com- 
pany of  which  the  profit,  or  any  specified  portion  of 
the  profit,  is  divisible  (if  at  all)  amongst  a limited 
number  or  class  of  persons  who  have  interests  in 
common  and  who  are  so  organised  as  to  be  capable 
of  acting  together. 

14.329.  (10)  A plan  which  is  often  resorted  to  by 
“ one-man  ” companies  is  for  very  small  dividends 
or  no  dividends  at  all  to  be  declared,  the  profits 
being  nominally  left  to  accumulate  indefinitely  in 
the  hands  of  the  so-called  “ company.”  The  prin- 
cipal shareholder — the  real  proprietor  of  the  busi- 
ness— obtains  the  cash  equivalent  of  dividends  by 
“ borrowing  ” from  his  so-called  “ company  ” such 
amounts  as  seem  good  to  him. 

14.330.  (11)  The  Special  Commissioners  of  Income 
Tax  have  held  on  appeal  in  a case  of»this  class  that 
the  amounts  “ borrowed  ” do  not  represent  income 
for  Super-tax  purposes.  The  Board  of  Inland 
Revenue  are  challenging  this  decision  in  the  Courts, 
and  the  question  is  therefore  sub  judice.  Unless 
the  Board  are  successful  in  reversing  the  Commis- 
sioners’ decision,  such  <a  “ borrower  ” would  be 
able,  if  he  thought  fit,  to  enjoy  the  equivalent  of  a 
large  income  without  paying  a penny  of  Super-tax. 

14.331.  (12)  Such  a process  can  be  repeated  _ year 
after  year  for  an  indefinite  time  with  consistent 
advantage  in  the  way  of  escape  from  taxation.  It 
is  true  that  the  shareholder  is  technically  indebted 


to  his  company  for  the  sums  he  has  borrowed,  but 
as  against  this  his  company  has  in  its  hands  undis- 
tributed profits  which  form  part  of  the  interest  of 
the  same  individual  and  can  at  any  time  be  used  to 
satisfy  his  debt.  If  such  a person  wishes  at  any 
time  to  effect  a settlement  with  his  company — or,  in 
plain  English,  with  himself — he  can  do  so  by  a 
voluntary  winding-up  of  his  company,  with  or  with- 
out the  sale  of  its  assets  to  a new  company  with 
enhanced  capital.  The  original  company,  in  such 
circumstances,  distributes  its  assets,  the  shareholder 
whose  case  has  been  under  review  receiving  as  a dis- 
tribution in  liquidation — not,  be  it  remarked,  as  a 
dividend — the  amount  due  to  him  after  satisfying 
his  nominal  debt  to  his  company,  or,  alternatively, 
an  allotment  of  shares  in  the  new  company  corres- 
ponding with  the  value  of  his  total  interest  in  the 
original  company.  It  is,  perhaps,  scarcely  neces- 
sary to  add  that  in  normal  circumstances  a distribu- 
tion in  liquidation,  or  an  allotment  of  shares  on  a 
reconstruction  or  sale,  cannot  be  treated  as  income 
for  Super-tax  purposes. 

14.332.  (13)  There  are  some  indications  that  a 
variant  of  the  above  method  of  avoidance  of  Super- 
tax, namely,  the  formation  of  a company  intended 
to  take  over  not  merely  the  business,  but  the  whole 
of  the  income-producing  property  of  the  individual 
concerned,  is  beginning  to  be  practised  in  certain 
cases.  It  may  be  illustrated  by  an  example. 

14.333.  (14)  A has  an  income  of  £50,000  a year 
derived  from  rents  of  property,  dividends,  or  other 
Sources.  The  Super-tax  charged  on  this  income  (in 
addition  to  the  ordinary  Income  Tax)  at  present 
rates  amounts  to  £10,187.  A forms  a private  com- 
pany, all  the  shares  in  which  save  one  are  held  by 
himself,  the  one  share  being  held  by  his  wife  or  some 
other  relative.  A transfers  to  this  company  the 
whole  of  his  property  and  investments.  The  income 
which  formerly  belonged  to  A is  now  paid  to  the  com- 
pany of  which  he  is  practically  the  sole  proprietor, 
and  A’s  income  is  only  the  amount  which  he  chooses 
to  receive  from  the  company  in  the  form  of  dividends. 
When  this  position  has  been  reached  it  is  easy  for  A, 
if  he  thinks  fit,  to  arrange  to  be  paid  no  dividends, 
but  to  “borrow”  annually  from  his  company  m 
like  manner  as  in  the  case  mentioned  in  paragraph 
10  such  amounts  as  are  required  to  meet  his  expendi- 

U14,334.  (15)  Another  course  which  can  be  made  use 
of  as  a device  for  avoiding  Super-tax  is  the  distribu- 
tion of  profits  as  capital.  The  plan  usually  adopted 
is  the  nominal  declaration  of  a dividend  or  bonus, 
coupled  with  an  invitation  to  shareholders  to  take 
up  new  shares  and  to  apply  the  amount  of  the  divi- 
dend or  bonus  in  paying  for  such  shares.  The  ques- 
tion whether  the  amount  of  such  a dividend  or  bonus 
falls  to  be  included  in  a return  of  income  for  Super- 
tax purposes  is  at  present  sub  judice,  and  it  is,  of 
course,  not  possible  to  anticipate  the  final  decision 
of  the  Courts  on  the  subject.  The  Special  Commis- 
sioners, who  have  had  numerous  cases  of  this  class 
before  them,  have,  in  general,  regarded  the  matter 
as  governed  by  decisions  of  the  Courts  in  Bouch  v. 
Sproule  (12  A.C.  885)  and  other  cases.  On  this  view 
the  question  of  liability  may  broadly  be  said  to  turn 
on  whether  there  is  an  unfettered  option  to  receive  the 
amount  in  cash.  As  the  conditions  imposed  gener- 
ally give  no  such  option,  it  is  impossible  in  the  majo- 
rity of  cases  to  establish  liability.  The  practice  of 
declaring  these  bonus  dividends  is  largely  resorted 
to  by  companies  at  the  present  time,  and  has  in- 
creased rapidly  during  recent  years.  In  the  majo- 
rity of  cases  the  reasons  are,  no  doubt,  legitimate 
p.q.,  the  capitalisation  of  necessary  business  re- 
serves ; it  is  probably  only  in  the  minority  of  cases 
that  this  course  it  taken  primarily  for  the  purpose  of 
avoiding  Super -tax. 

14,335.  (16)  It  is  right  to  observe  that  in  the  case 
of  companies  whose  shareholders  are  persons  with 
small  incomes,  the  Revenue  stands  to  gain  by  the  non- 
distribution of  profits  as  income.  For  the  un- 
distributed profits  of  a company  bear  Income  Tax  at 
the  standard  rate  of  6s.  in  the  £,  whilst  the  rate 
applicable  to  the  incomer-  of  individual  shareholders 
would  in  numerous  oases  be  loss- — often  considerably 
less — than  6s. 
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14.336.  (17)  Unfortunately,  it  is  open  to  each  par- 
ticular company  to  consider  the  position  of  its  own 
shareholders  in  relation  to  Super-tax  when  deciding 
what  to  do  with  its  profits,  and  there  is  no  doubt  that 
this  course  is  sometimes  taken.  There  are  certain 
companies  whose  shareholders  are  all  within  the 
Super-tax  range,  and  in  such  cases  in  particular  the 
inducement  to  avoidance  of  Super-tax  with  a maxi- 
mum rate  of  4s.  6d.  in  the  £ is  considerable. 

14.337.  (18)  Th  importance  of  the  problem  and  its 
potential  magnitude  are  indicated  by  the  particulars 
contained  in  Annexe  I. 

Dominion  and  foreign  attempts  to  prevent 
avoidance  of  tax. 

14.338.  (19)  The  question  of  preventing  the  legal 
avoidance  of  Super-tax  by  devices  similar  to  those 
mentioned  in  the  foregoing  paragraphs  has  not  only 
been  the  subject  of  prolonged  consideration  by  the 
Board  of  Inland  Revenue,  but  has  also  been  con- 
sidered by  certain  Dominion  and  foreign  taxing 
authorities,  whose  attempts  to  find  a satisfactory 
remedy  throw  into  considerable  relief  the  nature  of 
the  difficulties  likely  to  be  met  with. 

14.339.  (20)  The  Federal  Law  of  the  Common- 
wealth of  Australia  provides  that  “ where,  in  the 
opinion  of  the  Commissioner,  a company  has  not  in 
any  year  distributed  to  its  members  or  shareholders  a 
reasonable  proportion  of  its  taxable  income,  the  tax- 
able income  of  the  company  shall  be  deemed  to  have 
been  distributed  to  the  members  or  shareholders  in' 
proportion  to  their  interests  in  the  paid-up  capital  of 
the  company,  if  the  Commissioner  is  satisfied  that  the 
total  tax  payable  on  it  as  distributed  income  is  greater 
than  the  tax  payable  on  it  by  the  company.” 

14.340.  (21)  Under  the  Income  Tax  Law  of  the 
Dominion  of  Canada,  the  income  of  a taxpayer  for 
Super-tax  purposes  includes  the  share  of  the  un- 
divided profits  of  any  syndicate,  trust,  association  or 
other  body  or  any  partnership,  to  which  the  tax- 
payer would  be  entitled  if  such  profits  were  distri- 
buted, unless  the  Minister  of  Finance  is  of  opinion 
that  the  accumulation  of  the  undivided  profits  is  not 
for  the  purpose  of  evading  tax,  and  is  not  an 
amount  unreasonable  for  the  purposes  of  the  business. 

14.341.  (22)  The  Income  Tax  Act  passed  in  New- 
foundland in  1918  contains  a provision  in  the  same 
terms  as  that  of  the  Canadian  Law. 

14.342.  (23)  The  Union  of  South  Africa  Income  Tax 
Act  of  1916  provided  that  where,  in  the  opinion  of  the 
Commissioner,  a company  permits  profits  to  accumu- 
late beyond  the  reasonable  needs  of  its  business  and 
does  not  distribute  a reasonable  proportion  to  its 
members,  a proportion  of  such  profits  corresponding 
to  the  interest  of  each  member  or  shareholder  in  the 
paid-up  capital  may  be  included  in  his  income  for 
Super-tax  purposes.  This  provision  was  not  re- 
produced in  the  Super-tax  provisions  of  the  Con- 
solidating and  Amending  Act  of  1917,  which  contains 
the  law  now  in  force.  This  latter  Act,  however, 
introduced  a Dividend  Tax,  which  is  payable  by 
companies  on  “all  dividends  distributed,”  and  for 
the  purpose  of  this  tax  the  term  “dividends  dis- 
tributed ” is  defined  as  including,  inter  alia:  — 

“ Any  undistributed  profits  which,  in  the 
opinion  of  the  Commissioner  have  been  allowed 
to  accumulate  beyond  the  reasonable  needs  of 
the  business  instead  of  being  divided  or  distri- 
buted, the  Commissioner’s  decision  being  subject 
to  objection  and  appeal  as  provided  in  this  Act: 
Provided  that  in  the  case  of  any  company  carry- 
ing on  mining  operations,  any  undistributed 
profits  which  are  reinvested  in  the  business  of 
the  company  and  rank  as  capital  expenditure  for 
the  redemption  allowance  . . . shall  not  be 

deemed  to  be  a dividend  distributed.” 

14.343.  (24)  Under  section  220  of  the  United  States 
Revenue  Act  of  1918  it  is  provided  that  “ if  any 
corporation,  however  created  or  organised,  is  formed 
or  availed  of  for  the  purpose  of  preventing  the 
•mposition  of  the  surtax  upon  itc  stockholders  or 
tir-mbers  through  the  medium  of  permitting  its  gains 


and  profits  to  accumulate  instead  of  being  divided  or 
distributed,”  the  corporation  is  not  to  be  taxed  as 
such,  but  the  shareholders  are  to  be  individually 
charged  in  the  same  manner  as  members  of  a 
“ personal  service  corporation.”* 

14.344.  (25)  The  previous  law  contained  a provision 
with  an  object  similar  to  that  of  section  220.  This 
provision  of  the  old  law,  however,  required  that 
fraud  on  the  Revenue  should  be  established  in  each 
case,  and  for  this  reason  it  was  ineffective  in  practice. 

14.345.  (26)  Under  the  War  Revenue  Act  of  1917  an 
additional  tax  of  10  per  cent,  was  imposed  on  so  much 
of  the  total  income  received  during  the  year  by  a 
company  as  remained  undistributed  for  six  months 
after  the  end  of  the  year.  This  additional  tax  did 
not  apply  to  any  portion  of  the  undistributed  in- 
come actually  invested  and  employed  in  the  business, 
or  retained  for  employment  in  the  reasonable  require- 
ments of  the  business  or  invested  in  certain  obligations 
of  the  United  States.  If  income  was  declared  to  be 
retained  for  employment  in  the  business,  but  was 
found  not  to  be  so  employed  or  not  to  be  reasonably 
required  in  the  business,  a tax  of  15  per  cent,  was  to 
be  imposed. 

14.346.  (27)  The  1918  Bill,  in  the  form  in  which  it 
left  the  House  of  Representatives,  contained  a pro- 
vision based  on  the  same  principle  of  a differential 
rate  in  respect  of  undistributed  profits,  but  this  was 
removed  in  the  Senate. 

14.347.  (28)  The  Report  of  the  Finance  Committee 
of  the  Senate  states  that  while  the  Bill  of  the  House 
of  Representatives  recognized  certain  essential  uses 
of  earnings  for  purposes  other  than  distribution, 
“ many  other  such  uses  of  earnings  equally  essential, 
such  as  for  additions  to  plant  for  purposes  of  further 
production,  were  not  recognized.  Failure  to  permit 
without  penalty  all  legitimate  uses  of  earnings  for 
financing  corporations  seems  inconsistent  with  the 
policy  which  has  in  the  past  been  actually  followed  by 
well-managed  corporations,  and  which  has  been  urged 
by  the  War  Finance  Corporation  and  the  Capital 
Issues  Committee.  To  retain  the  differential  rate 
while  exempting  from  the  extra  tax  all  income  used 
by  the  corporation  for  legitimate  purposes  other  than 
distribution  would,  however,  make  the  law  difficult 
of  administration,  because  it  would  involve  review  by 
the  Treasury  Department  of  too  many  detailed  ques- 
tions of  the  administrative  policy  of  individual  cor- 
porations. These  and  other  considerations,  among 
which  was  the  fact  that  corporations  are  subject  to 
the  War  Excess  Profits  Tax,  to  which  individuals  and 
partnerships  are  not  subject,  moved  the  Committee 
to  restore  a flat-rate  system.” 

14.348.  (29)  The  observations  of  tho  American 
Economic  Association  Committee  on  War  Finance  on 

this  matter  are  also  worth  quoting  fully: “The 

high  rates  now  levied  upon . incomes  subject  to  the 
Super-tax  have  greatly  intensified  an  inequality  which 
had  existed  since  1913,  but  was  comparatively  un- 
important prior  to  the  present  year.  Individual 
proprietors  and  members  of  a partnership  are  required 
to  account  to  the  Government  each  year  for  the  whole 
amount  of  the  income  resulting  from  the  conduct  of 
the  business  enterprise,  and  in  respect  of  such  income 
are  subject  to  the  Super-tax  if  their  total  incomes 
exceed  the  stated  figures.  Upon  the  other  hand, 
the  profits  of  a corporation  become  subject  to  the 
Super-tax  only  to  the  extent  that  they  are  actually 
distributed  to  stockholders,  so  that  the  undistributed 
earnings  are  liable  only  to  the  normal  Income  Tax. 
The  Act  of  1917  sought  to  reach  the  difficulty  by  im- 
posing a special  tax  of  10  per  cent,  upon  corporation 
profits  accumulated  beyond  the  reasonable  require- 
ments of  the  business;  but  it  exempted  any  part  of 
such  undistributed  profits  that  was  invested  in  certain 
obligations  of  the  United  States.  Since  any  corpora- 
tion that  was  expanding  its  operations,  and  therefore 


A - personal  service  corporation  ” (that  is,  briefly,  a corpor- 
ation  whose  income  is  to  be  ascribed  primarily  to  the  personal 
activities  of  the  principal  stockholders  and  in  which  capital  iy 
not  a material  income-producing  factor)  is  not  taxed  as  ail  entits 
but  the  members,  like  members  of  a partnership,  are  taxed  indi- 
vidually m proportion  to  their  respective  shares. 


MINUTES  OF  EVIDENCE. 


711 


25  September,  1919.]  Ml.  E.  R.  Harrison.  {Continued. 


required  additional  capital,  as  well  as  any  that  had 
debts  which  could  be  paid  or  available  funds  that 
could  be  invested  in  Government  obligations,  could 
not  be  required  to  pay  the  tax,  it  proved  that  this 
provision  of  the  Act  of  1917  was  of  little  effect.  The 
yVays  and  Means  Committee  therefore  proposed  to 
incorporate  in  the  pending  Bill  a provision  imposing 
an  additional  tax  of  6 per  cent,  upon  all  undistributed 
corporation  income  except  such  as  might  be  devoted 
to  the  discharge  of  bonds  or  other  interest-bearing 
obligations  outstanding  at  the  openings  of  the  taxable 
year. 

“ But  the  proposed  remedy  was  open  to  so  many 
objections  that  it  was  subsequently  eliminated.  It 
would  have  penalized  companies  which,  when  borrow- 
ing money,  had  obligated  themselves  to  maintain  a 
stated  proportion  between  the  amount  of  their  liquid 
assets  and  the  amount  of  their  outstanding  obliga- 
tions, as  well  as  those  which,  for  good  and  sufficient 
reasons,  had  agreed  to  pay  no  dividends  upon  the 
common  stock  until  their  debts  had  been  wholly 
extinguished  or  certain  other  conditions  had  been 
fulfilled.  During  1918,  moreover,  not  a few  con- 
cerns were  obliged  to  increase  their  loans  in  order  to 
pay  their  war  taxes,  and  in  many  cases  banks  liad 
required  them  to  reduce  or  to  suspend  dividends. 
The  difficulty  is  deep-seated,  since  it  arises  from  a 
natural  and  inevitable  difference  between  the  methods 
by  which  incorporated  companies  carry  on  business 
and  those  followed  by  unincorporated  concerns.  It 
might  be  possible  to  allow  the  latter  to  set  up 
reserves  for  various  purposes,  in  respeit  of  which 
the  individual  proprietors  or  partners  should  not  be 
liable  for  assessment  under  the  Super-tax;  but  such 
a provision  would  present  many  administrative  diffi- 
culties, and  would  probably  be  found  impracticable. 
Under  an  Income  Tax,  there  seems  to  be  no  remedy 
that  is  not  as  bad  as  the  disease,  or  even  worse; 
and  it  is  probable  that  we  here  face  one  of  these 
unavoidable  limitations  to  which  this  tax,  like''  any 
other,  is  subject.” 

14.349.  (30)  The  above-mentioned  attempts  to  deal 
with  the  problem  can  all  be  grouped  under  two  main 
heads,  which,  for  the  sake  of  brevity,  may  be  called 
Method  A and  Method  B respectively. 

Method  A. — This  way  of  attacking  the  problem  in- 
volves the  ascertainment  of  the  proportion  of  the 
undistributed  profits  of  a company  belonging  to 
each  individual  shareholder  and  the  treatment  of 
such  profits,  for  the  purpose  of  computing  his  liability 
to  taxation,  as  if  they  had  been  distributed.  It 
represents  the  working  out  of  the  idea  expressed 
at  the  end  of  paragraph  8 — namely,  the  assimilation 
of  the  position  of  the  shareholder  in  a company  to 
that  of  a partner  in  a firm. 

Method  B. — The  idea  underlying  this  method  is  the 
special  taxation  of  undistributed  profits  of  companies 
at  the  source — that  is,  in  the  hands  of  the  com- 
panies themselves.  If  these  undistributed  profits 
are  afterwards  distributed  so  as  to  form  part  of 
the  incomes  of  individual  shareholders  and  to  be 
taxable  in  their  hands,  it  may  or  may  not  be  provided 
that  the  tax  already  paid  by  the  company  shall 
be  refunded. 

14.350.  (31)  The  results  of  the  attempts  of 
countries  other  than  the  United  Kingdom  to  deal 
with  the  avoidance  of  tax  may  perhaps  be  summed 
up  broadly  as  follows:  — 

(a)  Countries  which  have  tried  to  deal  with  the 
evil  under  consideration  have  usually  done 
so  on  the  lines  either  of  Method  A or  of 
Method  B.  In  the  majority  of  cases 
Method  A has  been  tried,  not  always  with 
success. 

(V)  Method  B,  whilst  promising  to  he  much 
more  workable  and  generally  satisfactory 
from  a purely  revenue  point  of  view,  has 
unfortunate  reactions  in  other  directions. 
This  consideration  seems  to  have  led  one 
country,  the  United  States  of  America 
(while  retaining  a provision  of  very 
limited  scope  on  the  lines  of  Method  A), 
to  regard  as  almost  insoluble  the  problem 
of  entirely  preventing  the  avoidance  of 
surtax  by  the  undue  accumulation  of  pro- 
fils  in  the  hands  of  companies. 


The  application  to  the  United  Kingdom,  oj  a remedy 
based  on  a Dominion  or  foreign  model. 

'14,351.  (32)  The  position  so  far  is  not  very  en- 
couraging to  a country  seeking  in  Dominion  or 
foreign  legislation  a model  on  which  to  construct, 
an  engine  capable  of  dealing  effectively  with  tho 
evil  of  evasion  within  its  own  borders.  It  is,  how- 
ever, worth  while  to  pursue  the  methods  followed 
with  a view  to  the  possible  application  of  one  or  the 
other,  adapted  as  circumstances  may  require,  to  the 
United  Kingdom.  With  this  object,  two  proposals 
on  the  model  of  Methods  A and  B have  been  drawn 
up,  and  are  given  as  Scheme  A and  Scheme  B in 
Annexe  II. 

14.352.  (33)  These  schemes  are  examined  at  some 
length  in  the  following  paragraphs,  and,  as  will 
subsequently  appear,  it  is  contemplated  that  in  cer- 
tain contingencies  it  might  become  necessary  to 
adopt  one  of  them,  or  a combination  of  both,  as  a 
means  of  checking  evasion  of  Super-tax  in  this 
country.  It  will,  however,  be  seen  that  the  remedy 
finally  proposed  for  immediate  adoption  is  different, 
and  that  resort  to  Scheme  A or  Scheme  B is  sug- 
gested only  in  the  event  of  the  failure  of  the  less 
drastic  and  less  complex  proposals  which  are  put 
forward  in  later  paragraphs  (57  et  seq .)  as  a suit- 
able present  remedy. 

14.353.  (34)  Schemes  A and  B require  separate 
consideration. 

Scheme  A. 

14.354.  (35)  The  idea  underlying  this  scheme  has 
been  already  explained.  The  scheme  has  been  framed 
with  the  object  of  hitting  the  evil  aimed  at  without 
unduly  disturbing  shareholders  in  companies  whose 
undistributed  profits  are  small  in  amount,  or  share- 
holders in  companies  which  refrain  from  distributing 
profits  for  legitimate  business  reasons  untainted  by 
the  motive  of  evading  Super-tax.  The  scheme  is  as 
free  as  possible  from  all  avoidable  complications. 

14.355.  (36)  An  objection  to  Scheme  A is  that  the 
proposed  exclusion  from  “ distributable  profits  ” of 
profits  reasonably  reserved  from  distribution  for  the 
legitimate  requirements  of  a business  would  operate 
as  an  inducement  to  all  companies  to  work  up  to 
the  maximum  figure  which  would  normally  be  ad- 
mitted as  a reasonable  reserve,  and,  when  this  posi- 
tion had  been  reached,  a demand  would  probably 
be  put  forward  by  individual  and  partnership  traders 
for  equality  of  treatment — a demand  which  it  would 
not  be  easy  wholly  to  resist. 

14.356.  (37)  The  subject  is  one  which  bristles  with 
difficulties,  and  any  legislation  dealing  with  it  effec- 
tively on  the  lines  of  Scheme  A would  inevitably 
be  formidable.  There  is  also  inherent  in  that  scheme 
the  serious  practical  difficulty  of  discovering  with 
any  approximation  to  accuracy  the  proportion  of  the 
aggregate  undistributed  profits  of  a company  which 
should  be  allocated  to  particular  shareholders  or 
classes  of  shareholders  in  all  the  varying  circum- 
stances, both  known  and  unknown,  which  might 
arise,  but  which  ex  hypothesi  would  not  have  arisen 
when  the  notional  allocation  had  to  be  made.  This 
obstacle  is  indeed  so  considerable  that  in  certain 
cases  it  would  render  Scheme  A impossible  to  work. 

14.357.  (38)  For  instance,  suppose  that  M owns 
1,000  £1  deferred  shares  in  Company  X,  whoso  total 
capital  is  made  up  of  £100,000  6 per  cent,  deben- 
tures, 50,000  £1  preferred  shares,  and  50,000  £1 
deferred  shares.  Suppose  also  that  after  paying  the 
interest  on  debentures  the  balance  of  the  company’s 
profits  is  divisible  as  follows : — 

1st. — to  the  directors,  £5,000  in  fees. 

2nd. — to  the  preferred  shareholders,  a dividend 
of  10  per  cent. 

3rd. — to  the  deferred  shareholders,  a dividend 
of  20  per  cent. 

After  these  claims  have  been  satisfied — 

4th. — any  balance  of  profit  which  may  be  distri- 
buted to  be  applied  (a)  in  paying  such 
additional  fees  to  the  directors  as  the 
company  in  general  meeting  may  deter- 
mine, and  ( b ) as  to  the  remainder, 
equally  between  the  preferred  and  de- 
ferred shareholders. 
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14.358.  (39)  The  company  makes,  say,  £45,000 
profit  and  distributes  £25,000  only.  The  problem 
is  to  calculate  M’s  share  of  the  undistributed;  profit 
of  £20,000.  The  impossibility  of  determining  how 
much  would  have  been  voted  to  the  directors  in 
additional  fees  had  the  undistributed  profits  been 
distributed  is  in  itself  sufficient  to  render  this  pro- 
blem insoluble. 

14.359.  (40)  The  conclusion  is  thus  reached  that 
Scheme  A is,  at  any  rate,  not  capable  of  universal 
application,  and  at  this  point  it  may  be  useful  to 
leave  that  scheme  for  the  time  being  and  to  turn 
to  the  consideration  of  Scheme  B. 

Scheme  B. 

14.360.  (41)  The  chief  characteristic  of  Scheme  B 
is  its  comprehensiveness.  It  provides  for  the  im- 
position on  companies  of  a separate  tax  at  a flat 
rate  on  all  distributable  profits  which  are  not  dis- 
tributed a6  income  within  a specified  time  after 
they  arise,  coupled  with  a provision  for  repayment 
of  the  tax  paid  if  and  when  the  profits  taxed  are 
subsequently  distributed  in  such  a form  as  to  bo 
taxable  as  income  in  the  hands  of  individuals  liable 
to  Super-tax. 

14.361.  (42)  In  order  to  achieve  its  object  com- 
pletely, the  rate  of  the  proposed  tax  (which,  for  the 
sake  of  brevity,  is  called  the  “Additional  Tax  ”) 
would  require  to  be  the  maximum  rate  of  Super- 
tax in  force  for  the  time  being  (at  present  4s.  6d 
in  the  £). 

14.362.  (43)  Particulars  of  Scheme  B are  set  out 
in  Annexe  II.  The  rough-and-ready  definition  of 
“ distributable  profits  ” as  (cc)  per  cent,  of  the  total 
profits,  the  precise  figure  being  a matter  of  con- 
sideration if  the  proposal  should  be  adopted,  and  the 
exemption  of  profits  which  accrue  at  a rate  not 
exceeding,  say,  £1,000  per  annum  are  intended  both  to 
make  the  Additional  Tax  as  simple  as  possible  and  to 
limit  its  application  to  cases  in  which  the  field  for 
avoidance  of  Super-tax  is  considerable. 

Objections  to  Scheme  B. 

14.363.  (44)  A tax  of  this  comprehensive  character 
is  open  to  the  objection  that  it  would  tend  to  penalize 
companies  for  building  up  reserves  at  a time  when  it 
may  be  of  national  importance  for  reserves  to  be  made 
as  large  as  possible.  The  sums  recently  placed  to  re- 
serve by  companies  are  understood  to  amount,  on  an 
average,  to  not  less  than  30  per  cent,  of  the  total 
profits,  and  a tax  of,  say,  5s.  in  the  £ on  the  reserves 
might  be  approximately  equivalent  to  Is.  6d.  in  the  £ 
on  the  total  profits — the  figures,  of  course,  varying 
greatly  in  particular  cases. 

14.364.  (45)  It  might  also  be  charged  against  the 
Additional  Tax  outlined  under  Scheme  B that  it  would 
apply  in  terms  to  companies  not  one  of  whose  share- 
holders had  an  income  within  the  range  of  the  Super- 
tax, and  that  almost  every  company  would  have  a cer- 
tain number  of  shareholders  with  small  incomes  who 
would  be  hit  by  the  tax.  Again,  it  might  be  said,  that 
the  maximum  rate  of  Super-tax  would  be  applied  to 
profits  which,  if  distributed,  would  be  assessed  to 
Super-tax  at  a rate  lower  than  the  maximum  rate. 

14.365.  (46)  These  considerations  point  to  the 
desirability  of  limiting  the  application  of  Scheme  B, 
if  it  should  be  adopted  at  all,  to  cases  in  which  avoid- 
ance of  tax  could  not  be  otherwise  effectively  checked. 

Rejoinder  to  objections. 

14.366.  (47)  The  objections  to  the  Additional  Tax 
mentioned  in  paragraphs  44  and  45,  however,  need  to 
be  qualified.  In  the  first  place,  it  may  fairly  be  said 
that  the  original  limitation  of  the  scope  of  the  Super- 
tax to  income  received  by  individuals  constituted  in 
itself  a discrimination  in  favour  of  profits  of  companies 
and  corporations  (as  distinguished  from  profits  made 
by  persons  trading  either  solely  or  in  partnership) 
Avhich  do  not  reach  individuals  as  income,  and  this 
discrimination — a matter  of  little  moment  at  the  time 
of  its.  introduction — has  been  deliberately  taken  ad- 
vantage of  in  numerous  cases  to  build  up  an  exemp- 
tion from  Super-tax  of  great  magnitude  which  was 
never  intended,  and  which  ought  not  to  continue,  but 


which,  if  not  checked,  threatens  to  reach  alarming 
proportions  in  the  near  future. 

14.367.  (48)  It  would  be  truer  to  say  of  the  Addi- 
tional Tax  under  Scheme  B that  it  involves,  not  the 
introduction  of  discrimination  against  undistributed 
profits  of  companies,  but  rather  the  removal  of  an 
existing  discrimination  in  favour  of  such  profits,  in 
order  to  bring  them,  in  relation  to  taxation,  into  line 
with  (a)  all  distributed  profits,  and  (b)  undistributed 
profits  of  partnerships  which  are  taxed  as  if  they  were 
all  distributed. 

14.368.  (49)  The  conservation  of  the  resources  of 
companies  might,  it  is  true,  be  encouraged  by  the  con- 
tinuance of  the  existing  discrimination  in  favour  of 
their  undistributed  profits,  but  the  partner  in  a firm 
might  well  ask  why  a company,  and  particularly  a 
private  company  which  in  many  respects  closely 
resembles  a partnership,  should  receive  a subsidy  in 
the  form  of  an  exemption  from  taxation,  while  a firm 
or  individual  trader  in  like  circumstances  is  given  no 
such  encouragement. 

14.369.  (50)  The  charge  that  Scheme  B is  too  com- 
prehensive in  its  scope  and  application  may  also  be 
met  by.  the  answer  that  individual  shareholders  do  not 
suffer  so  long  as  profits  taxed  in  the  hands  of  a com- 
pany remain  undistributed,  whilst  immediately  the 
profits  are  distributed  so  as  to  reach  shareholders  as 
income  (and  consequently  to  become  chargeable  to 
Super-tax  in  their  hands)  the  whole  of  the  Additional 
Tax  collected  would  be  repaid. 

14.370.  (51)  Again,  in  favour  of  Scheme  B it  may  be 
claimed  that  at  a time  when  heavy  taxation  is  in- 
evitable there  is  a good  deal  to  be  said  for  a levy  on 
profits  which,  as  income,  do  not  reach  the  individuals 
who  are  really  entitled  to  them.  Or,  putting  the 
matter  in  another  way,  if  the  individuals  interested  in 
certain  profits  take  concerted  action  to  have  such 
profits  withheld  from  distribution,  it  is  fair  to  assume 
that  they  do  not  urgently  need  their  respective  shares 
of  the  aggregate  undistributed  profits,  and  conse- 
quently that  the  profits  are  a fit  subject  for  taxation. 
If,  on  the  other  hand,  profits  are  distributed  as 
capital,  or — what  comes  to  the  same  thing — applied 
to  increase  capital,  the  State  has  a strong  claim  to 
take  its  toll — which,  be  it  observed,  it  takes  as  a 
matter  of  course  where  the  profits,  however  applied, 
are  made  by  a partnership  instead  of  by  a company — 
before  allowing  such  profits  to  be  re-named  “ capital  ” 
and  treated  thereafter  as  capital. 

Practicability  of  Scheme  B. 

14.371.  (52)  There  seems  no  teason  to  conclude  that 
an  Additional  Tax  on  the  lines  of  Scheme  B would  not 
be  administratively  practicable.  It  would  extend  only 
to  the  profits  of  companies,  for  the  profits  made  by 
persons  carrying  on  business  either  solely  or  in 
partnership  enter  into  their  statements  of  total  in- 
come whether  distributed  or  not.  The  number  of 
assessments  would  consequently  be  small,  even  if  the 
tax  applied  to  all  companies,  but  the  scope  of  the 
Additional  Tax  does  not  extend  to  companies  satisfy- 
ing certain  conditions  ( see  Annexe  II,  Scheme  B). 
The  number  of  companies  so  exempted  would  consti- 
tute a large  percentage  of  the  whole. 

14.372.  (53)  The  principal  materials  for  computing 
liabilities,  the  published  accounts  of  the  companies 
affected,  are  already  supplied  annually  to  Surveyors  of 
Taxes,  to  whom  would  naturally  be  entrusted  the  ad- 
ministration of  the  Additional  Tax,  if  it  were  adopted. 

Conclusions  based  on  the  foregoing  considerations. 

14.373.  (54)  If  the  only  considerations  to  be  taken 
into  account  were  purely  revenue  considerations,  a 
comprehensive  proposal  on  the  lines  of  Scheme  B 
might  perhaps  be  suggested  as  a suitable  remedy  for 
the  existing  avoidance  of  Super-tax.  But  the  ob- 
jections mentioned  in  paragraphs  44  et  seg.  are 
weighty,  even  if  they  are  in  part  met  by  the  con- 
siderations mentioned  in  paragraphs  47  to  51.  For 
this  reason,  in  spite  of  its  attractiveness  in  many  re- 
spects, it  would  be  with  great  reluctance  that  the 
Board  would  put  forward  Scheme  B in  an  unqualified 
form  for  universal  application. 
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14.374.  (55)  This  last  consideration  leads  to  a 
further  thought.  Scheme  A could  be  effectively  ap- 
plied in  numerous  cases;  and  where  capable  of  effec- 
tive application  it  is  less  open  to  objection  than 
Scheme  B.  In  these  circumstances  a combination  of 
Scheme  A and  Scheme  B,  involving  the  normal  ap- 
plication of  Scheme  A with  a discretionary  power  to 
the  taxing  authority  to  make  use  of  Scheme  B in  cases 
in  which  Scheme  A would  break  down  in  practical  ap- 
plication, would  perhaps  have  some  advantages,  for 
it  would  seem  to  provide  an  effective  practical  remedy 
for  avoidance  of  tax  without  invoking  the  drastic 
provisions  of  Scheme  B in  more  than  a small  number 
of  cases. 

14.375.  (56)  If  every  other  expedient  should  fail,  it 
is  suggested  that  it  might  ultimately  become  neces- 
sary to  initiate  legislation  on  the  lines  of  Scheme  B, 
or  a combination  of  Schemes  A and  B,  for  it  would  be 
regrettable  if  any  attempt  to  find  a solution  in  this 
country  had  to  be  given  up,  or  if  a solution  were 
adopted  which  was  so  partial  in  its  operation  as  to 
result  merely  in  one  form  of  avoidance  being  stifled 
and  another  substituted  for  it. 

Suggested  present  remedy. 

14.376.  (57)  In  view,  however,  of  the  obvious  diffi- 
culties involved  in  the  application  of  a universal 
remedy,  it  is  suggested  that,  at  any  rate  to  begin 
with,  an  attempt  might  be  made  to  deal  with  the  most 
serious  part  of  the  evil  on  narrower  lines,  which  need 
not  interfere  with,  or  raise  apprehension  in  the  minds 
of  persons  using  their  profits  in  a legitimate  manner. 
The  real  trouble  is  tax  avoidance,  and  it  is  thought 
that  the  immediate  problem  might  be  approached 
merely  from  the  side  of  preventing  tax  avoidance, 
without  interfering  with  business  transactions. 

14.377.  (58)  Looked  at  in  this  way,  it  is  seen  that  it 
is  the  private  company  that  is  mainly  used  as  the  tool 
of  the  individual  who  is  trying  to  avoid  his  legitimate 
share  of  the  tax.  The  principal  method  of  avoidance 
employed,  as  already  indicated  (paragraph  9),  is  the 
non-distribution  of  profits  of  private  companies  as  in- 
come, and  various  devices  are  used  to  make  such  avoid- 
ance effective. 

14.378.  (59)  A provision  on  the  following  lines  would 
probably  be  sufficient  to  bring  within  the  scope  of  the 
Super-tax  a large  proportion  of  the  undistributed 
profits  of  private  companies  which  now  escape  owing 
to  the  devices  mentioned : — 

The  amount  of  the  income  derived  by  an  in- 
dividual from  shares  on  securities  held  by  him, 
directly  or  indirectly,  in  a private  company  shall, 
if  the  Commissioners  of  Inland  Revenue  so  direct, 
be  calculated  for  the  purposes  of  Super-tax  as  if 
the  company  were  a partnership  and  not  a body 
corporate,  and  as  if  the  individual  were  a partner 
therein,  having  an  interest  corresponding  with  his 
holding  of  such  shares  or  securities. 

14.379.  (60)  This  provision  would  not,  however,  by 
itself  be  sufficient  to  cover  the  case  of  avoidance  of 
tax  by  a small  group  or  class  of  shareholders  operating 
through  a oompany  other  than  a private  company, 
and  taking  concerted  action  to  arrange  for  the 
oompany’s  profits  to  be  distributed  or  dealt  with  in 
such  a manner  as  not  to  become  part  of  the  incomes 
of  the  shareholders  who  are  benefited  by  the  trans- 
action in  question.  In  other  words,  it  would  not 
bring  within  the  scope  of  the  Super-tax  (except  in 
the  case  of  private  companies)  the  “ bonus  share 
distributions  ” of  profits  mentioned  in  paragraph  15 
of  this  evidence,  even  when  such  methods  of  dealing 
with  the  profits  were  clearly  resorted  to  for  the 
purpose  of  avoiding  the  tax. 

14.380.  (61)  The  satisfactory  treatment  of  this 
question  is  a matter  of  considerable  difficulty.  Three 
courses  are  perhaps  possible. 

14.381.  (62)  The  first  course  would  be  to  treat  as 
the  income  of  individual  shareholders  the  undis- 
tributed profits  of  public  companies  equally  with  the 
undistributed  profits  of  private  companies  and  part- 
nerships, but,  as  already  indicated,  the  adoption  of 
this  course  would  involve  so  wide  an  interference 
with  the  legitimate  business  of  public  companies  that 


the  position  appears  to  be  dominated  by  this  con- 
sideration, and  it  is  not  considered  practicable  to 
recommend  the  course  mentioned  for  adoption. 

14.382.  (63)  The  second  course  is,  while  dealing  with 
the  private  company  in  the  manner  already  suggested 
(paragraph  59),  to  take  no  action  as  regards  the  public 
company.  This  course  would  involve  the  escape  from 
Super-tax  of  the  bonus  distribution  of  numerous 
companies  which  are  now  taking  place  in  so  marked 
a degree. 

14.383.  <64)  The  third  course  is  to  deal  specially  with 
the  bonus  distributions  made  by  public  companies, 
while  taking  no  action  as  regards  the  remainder  of 
their  undistributed  profits.  This  course  is  open  to 
some  objection  on  the  ground  of  inequality  of  treat- 
ment. If  a company  has  accumulated  large  amounts 
of  undistributed  profits  in  its  hands,  the  position  of 
the  individual  shareholder  is  nearly,  though  not  quite, 
the  same  whether  any  portion  of  such  profits  is,  or  is 
not,  specifically  applied  to  the  creation  of  additional 
capital  in  the  shape  of  bonus  shares,  and  it  may  well 
be  asked  whether  there  are  sufficient  grounds  for 
treating  the  undistributed  profit  as  the  income  of 
individual  shareholders  when,  and  only  when  action 
is  taken  to  deal  with  it  by  the  creation  of  such  bonus 
shares. 

14.384.  (65)  If  regard  be  had  to  revenue  considera- 
tions, the  extent  of  the  gain  from  the  taxation  of 
bonus  shares  is  problematical.  Whilst  a good  deal  of 
revenue  might  be  derived  from  additional  Super-tax, 
yet  it  would  not  be  fair  to  treat  such  distributions  as 
income  for  Super-tax  purposes  without  treating  it 
similarly  for  Income  Tax  purposes;  and  if  it  were 
so  treated  for  Income  Tax  purposes,  repayments  of 
Income  Tax  in  respect  of  the  reduced  rates  applicable 
to  the  incomes  of  particular  individuals  might  go  far 
to  balance  the  additional  revenue  which  would  arise 
from  the  inclusion  of  these  distributions  as  income  for 
Super-tax  purposes. 

14.385.  (66)  If,  on  balance,  the  Royal  Commission 
take  the  view  that  there  is  a case  for  treating  as 
income  bonus  distributions  made  by  public  companies, , 
at  any  rate  in  those  cases  in  which  there  is  some 
evidence  of  intention  to  avoid  Super-tax,  it  is  sug- 
gested that  a provision  on  the  following  lines  might 
provide  a remedy  for  this  particular  evil : — 

Where  any  company  or  other  body  corporate 
credits  or  appropriates  to  or  for  the  benefit  of  any 
individual  having  an  interest  in  its  profits  any 
profits  or  accumulated  profits,  whether  such  pro- 
fits were  previously  held  as  reserves  or  otherwise, 
by  the  issue  or  distribution  of  shares  or  debentures 
or  by  way  of  reduction  of  unpaid  liability  or 
otherwise,  such  credits  or  appropriations,  or  the 
value  thereof,  shall,  for  the  purposes  of  Super-tax, 
be  deemed  to  form  part  of  the  total  income  of  the 
individual  entitled,  directly  or  indirectly,  to  the 
same,  unless  the  Commissioners  of  Inland  Re- 
venue, owing  to  any  special  circumstances  or  to 
the  fact  that  the  said  profits,  or  any  part  thereof, 
arose  before  the  interest  of  the  individual  therein 
commenced,  otherwise  direct. 

14.386.  (67)  It  is  possible  that  if  the  first  provision 
(paragraph  59)  were  limited,  as  proposed,  to  private 
companies,  it  might  be  evaded  by  some  slight  altera- 
tion of  the  constitution  of  particular  companies.  This 
difficulty  might  be  got  over,  either  in  the  legislation 
originally  introduced,  if  considered  desirable,  or  in 
subsequent  legislation,  by  a definition  of  the  ex- 
pression “ private  company  ” sufficiently  wide  to  em- 
brace not  only  the  private  company  of  the  Companies 
Acts,  but  also  all  companies  which  resemble  private 
companies  in  that  the  majority  of  their  shares  or  of 
a particular  class  of  shares  are  held  by  a comparatively 
small  number  of  persons. 

14.387.  (68)  The  two  provisions  together  might  per- 
haps be  sufficient  to  deal  with  the  evil  of  Super-tax 
avoidance  by  the  non-distribution  of  profits  as  income 
as  it  is  at  present  known  to  exist.  They  may  or  may 
not  be  a satisfactory  permanent  remedy  for  the  evil ; 
if  they  should  be  adopted  and  be  afterwards  found 
wanting,  it  might,  as  already  indicated,  become  neces- 
sary to  take  action  of  a drastic  character,  in  which  case 
it  is  suggested  that  legislation  on  the  lines  of  Scheme 
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A or  Scheme  B,  or  a combination  of  both  Schemes, 
would  be  called  for. 

14,388.  (69)  As  they  stand,  both  the  provisions  pro- 
posed  for  immediate  adoption  would  give  the  Com- 
missioners of  Inland  Revenue  a discretion  to  select 
cases  to  which  they  should  apply.  Such  a discretion  is 
not  unprecedented.  A similar  provision  is  to  be  found 
in  Rule  5 of  Part  I of  the  Fourth  Schedule  of  the 
Finance  (No.  2)  Act,  1915,  which  confers  a like  dis- 
cretion on  the  Commissioners  in  the  determination  of 
the  amount  of  certain  deductions  for  the  purposes  of 
Excess  Profits  Duty.  The  discretion  which  it  is  now 
suggested  should  be  given  is  a discretion  to  enable  the 
State  to  stop  the  avoidance  of  Super-tax  without 
interfering  with  legitimate  business.  The  alternatives 
are  either  to  allow  the  evil  of  avoidance  to  oontinue 
unchecked,  or  to  provide  a radical  cure  for  tax  avoid- 
ance which  could  hardly  fail  to  have  detrimental 
effects  on  persons  with  whose  activities  it  is  not 
desired  to  interfere  at  all. 


Concluding  observations. 

14.389.  (70)  In  conclusion,  it  may  be  pointed  out 
that  the  problem  dealt  with  in  this  evidence  is  not 
caused  by  the  system  of  taxation  of  income  at  the 
source.  It  is  due  simply  to  the  fact  that  it  is 
necessary  to  tax  company  reserves  at  some  flat  rate 
which  on  every  consideration  of  justice  and  general 
expediency  must  be  less  than  the  maximum  of  the 
graduated  rates  payable  by  individuals.  The  problem 
must  therefore  arise  under  a directly  assessed  tax  as 
well  as  under  any  other  system,  but  grows  in  im- 
portance as  the  standard  rate  at  which  company 
profits  are  taxed  decreases. 

14.390.  (71)  Another  form  of  avoidance  of  Super- 
tax, namely  the  alienation  of  income,  e.g.,  by  the 
creation  of  trusts  in  favour  of  members  of  the  family 
of  the  individual  concerned,  is  not  directly  connected 
with  the  subject  of  this  evidence,  and  will  be  dealt 
with  separately. 


14,391.  ANNEXE  I. 

(1)  “ BONUS  DIVIDENDS  ,J  PAID  OTHERWISE  THAN  IN  OASH. 

A summary  of  cases  that  have  come  directly  or  indirectly  under  the  notice  of  the  Special 
Commissioners  of  Income  Tax. 


Paid  in  year  to  5th  April. 

Relating  to  Super-tax  year. 

Number. 

Amount. 

1913 

1913-14 

42 

£ 

3,500,000 

1914 

1914-15 

83 

7,500,000 

1915 

1915-16 

51 

3,400,000 

1916 

1916-17 

73 

2,700,000 

1917 

1917-18 

60  , 

9,900,000 

.1918 

1918-19 

153 

17,700,000 

1919 

1919-20 

290 

37,300,000 

- 

— 

752 

£82,000,000 

Notes. 

1.  In  addition  to  the  cases  included  in  the  above 
summary,  there  are  others  that  have  not  come  under 
notice  at  all.  As  against  this,  a considerable  propor- 
tion— dt  is  not  possible  to  say  how  much — of  the 
£82,000,000  would  no  doubt  have  been  paid  to  in- 
dividuals not  liablo  to  Super-tax  if  it  had  been 
distributed  as  income. 


2.  The  summary  does  not  deal  with  profits  held  by 
companies  and  not  distributed  in  any  form. 

3.  The  figures  given  for  the  years  1916-17  to 
1918-19  are  subject  to  additions  as  fresh  cases  con- 
tinue to  arise  and  are  considered  so  long  as  the  time 
for  making  Super-tax  assessments  has  not  expired. 
Thus,  for  instance,  cases  giving  rise  to  possible 
liability  to  Super-tax  for  1918-19  will  continue  to  bo 
noted  and  dealt  with  until  1922. 


14,392.  (2)  EXAMPLES  OF  RECENT  DISTRIBUTIONS  OF  “ BONUS  DIVIDENDS.’ 


Company. 

Total  amount 
of  Bonus. 

Super-tax 

Years. 

Company. 

Total  amount 
of  Bonus. 

Super-tax 

Years. 

A i 

£ 

383,000 

1916-17 

I 

£ 

987,000 

1915-16 

A 1 

1,150,000 

1919-20 

K 

3,000,000 

1917-18 

B 

650,000 

1918-19 

L 

366,000 

1919-20 

C 

500,000 

1918-19 

M { 

541,000 

1914-15 

D 

600,000 

1919-20 

558,000 

1918-19 

r 

51,000 

1914-15 

N 

400,000 

1919-20 

E 

102,000 

1916-17 

0 

1,500,000 

1919-20 

l 

255,000 

1917-18 

P 

310,000 

1919-20 

E j 

2,784,000 

1917-18 

Q 

630,000 

1919-20 

2,786,000 

1918-19 

R 

2,178,000 

1919-20 

6 { 

475,000 

1913-14 

S 

412,000 

1919-20 

1,424,000 

1918-19 

T 

312,000 

1919-20 

H { 

299.000 

448.000 

1917- 18 

1918-  19 

MINUTES  OF  EVIDENCE. 
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14,393.  (3)  COMPARISON  BETWEEN  PROFITS 
MADE  AND  DIVIDENDS  PAID. 


(Note. — In  view  of  the  confidentiality  of  Income 
Tax  matters,  the  figures  given  below  have  been  dis- 
guised, but  not  to  such  an  extent  as  to  be  misleading.) 


Case  (a).  “ A.B.”  and  Company, 
Capital  £55,200. 

Profits. 

£ 

Year  to  31st  March,  1913  121,200 
„ „ 1914  102,000 

„ „ 1915  20,400 

„ „ 1916  130,800 

,,  „ 1917  146,400 


Limited.  Issued 

Dividends. 

£ 

6,300 

6,300 

6,300 

6,300 

Nil. 


The  total  undistributed  profit  at  31st  March,  1917, 
exceeded  £780,000. 

Case  (b).  “ C.D .”  and  Company,  Limited.  Issued 
Capital  £154,080  (Preference  Shares  £96,000; 


Ordinary  Shares  £58,080). 

Profits.  Dividends. 

£ £ 

Year  to  30th  June,  1915  ...  23,200  4,800* 

„ „ 1916...  57,600  4,800* 

„ „ 1917  ...  54,400  4,800* 


The  total  of  the  reserve  fund  at  30th  June,  1917, 
was  equal  to  the  ordinary  share  capital  issued. 


Case  (o).  “ Q.li.”  and  Company, 

Limited.  Issued 

Capital  £9,000. 

Profits. 

Dividends. 

£ 

£ 

Year  to  March, 

1913 

19,800 

900 

1914 

28,800 

900 

■ 

1915 

36,000 

900 

)} 

1916 

65,700 

900 

J5 

1917 

69,300 

900 

”, 

1918 

29,700 

No  information. 

14,394.  (4)  EXAMPLES 

OF  ACCUMULATION 

OF  PROFITS  IN 

CONJUNCTION  WITH 

“ LOANS  ” TO  PRINCIPAL  SHAREHOLDERS. 


Case  (d).  “ P ” is  the  principal  shareholder  in 
“ R.S.”  and  Company,  Limited. 

The  following  table  shows  the  position  in  this 
case : — 


Year. 

Capital  of  the 
Company. 

ProfitB. 

Dividends. 

Money  borrowed  by 
“ P ” and  outstanding  at  the 
end  of  each  year. 

£ 

£ 

£ 

1912 

50,600 

20,900 

Nil 

4,510 

1913 

do. 

22,000 

Nil 

6,930 

1914 

do. 

35,200 

Nil 

9,900 

1915 

do. 

38,500 

Nil 

2,860 

3916 

do. 

45,100 

Nil 

No  information. 

Case  (e).  “ E ” is  the  principal  shareholder  in 

“ F.G.,”  Limited. 


The  results  of  the  company’s  trading  were  as  fol- 

lows : — 

Profit. 

Loss. 

£ 

£ 

Year  to  30th  April,  1912  ... 

125 

„ 1913  ... 

2,875 

„ „ „ 1914  ... 

1,500 

„ „ „ 1915  ... 

2,625 

ii  „ „ 1916  ... 

4,750 

„ 1917  ... 

4,000 

5 months  to  30th  September, 

1917  

3,125 

No  dividends  were  paid  by  the  company, 

which  has 

gone  into  liquidation. 

against  his  inoome  for  Super-tax  purposes  for 
1917-18. 

An  assessment  for  that  year  was  made  on  the 
amount  of  “ L’s  ” income  without  deducting  the 
interest,  but  on  appeal  the  deduction  for  interest  was 
allowed. 


14,395.  (5)  EXAMPLE  OF  A PARTNERSHIP 
CONTROLLING  PRIVATE  COMPANIES 
WHICH  PAY  NO  DIVIDENDS. 


Case  (g). 
firm). 


“ X.Y.Z.”  and  Company  (a  private 

Partners:  “ A.B.” 

“ C.D.” 


The  firm  “ X.Y.Z.”  has  a controlling  interest  in 
two  limited  companies,  viz. : — 


During  the  year  1916  advanoes  amounting  to 
£7,875  were  made,  free  of  interest,  to  “ E ” by  the 
company. 

An  assessment  to  Super-tax  for  the  year  1917-18 
was  made  upon  “ E ” to  include  these  advances  as 
income  in  the  nature  of  dividend. 

The  assessment  was  discharged  on  appeal  by  the 
Special  Commissioners  of  Inoome  Tax. 

Case  (p).  “ L ” is  the  principal  shareholder  in 
“ M.N.”  and'  Company,  Limited. 

In  the  year  1916  the  company  had  a balance  of 
about  £14,250  available  for  distribution  as  dividend. 
No  dividend'  was,  however,  declared.  The  balance  in 
question  was  advanced  from  time  to  time  on  loan  to 
“ L,”  interest  being  charged  at  6 per  cent. 

“ L,”  while  including  nothing  in  his  return  in 
respect  of  dividends  from  the  company,  sought  to 
deduct  the  loan  interest  payable  in  the  year  19l6 

* Preference  dividend.  No  dividends  on  ordinary  shares. 


(a)  “ M ” and 
£1,225. 


Year  to  September, 


Company,  Limited.  Capital 


Total  of  Reserve 
Profits.  Accounts. 

£ £ 

1915  ...  22,100  ...  31,450 

1916  ...  22,100  ...  33,150 


No  dividends  have  been  declared  payable  by  this 
company  since  its  incorporation. 

In  the  year  1916  the  firm  “ X.Y.Z.”  “ borrowed  ” 
£46,000  from  “ M ” and  Company,  Limited. 

(b)  “ Q ” and  Company,  Limited.  Capital, 
£1,150. 

This  is  a company  (also  controlled  by  “ X.lr.Z.”) 
whose  business  is  merely  that  of  holding  investments 
in  other  companies.  In  the  year  1917  “ Q ” and 
Company,  Limited,  received  £58,650  net  dividends, 
and  £4,600  untaxed  interest. 

No  dividends  have  been  declared  by  this  company, 
the  whole  of  the  profits  being  carried  to  a reserve 
fund,  which  at  31st  December,  1917,  amounted  to 
£285,200. 
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ANNEXE  H. 

14,396.  Scheme  A. 

1.  The  Special  Commissioners  of  Income  Tax  to  be 
empowered,  at  their  discretion,  to  call  on  any  com- 
pany which  does  not  satisfy  them  that  it  distributes 
at  least  [ ] per  cent,  of  its  distributable  profits,  to 
furnish  them  with:  — 

(а)  a oopy  of  the  company’s  accounts,  together 

with  all  necessary  information  as  to  the 
profits  made  and  the  manner  in  which  such 
profits  have  been  dealt  with ; and 

(б)  the  names,  addresses,  and  particulars  of  the 

, respective  interests  of  all  persons  entitled 

to  any  interest  or  share  in  the  total 
profits. 

2.  A company  failing  to  furnish  the  information 
called  for  to  be  liable  to  assessment  to  Super-tax  at 
the  highest  current  rate  on  every  pound  of  its  distri- 
butable but  undistributed  profits. 

3.  On  receipt  of  the  requisite  information  from  a 
oompany  the  Commissioners  to  determine  the  Super- 
tax liability  of  the  individual  shareholders  on  the 
basis  of  taking  their  income  from  the  company  to  be 
their  respective  shares  or  interests  in  the  total  distri- 
butable profits  (undistributed  as  well  as  distributed) 
made  by  the  company. 

4.  Any  sums  distributed  amongst  or  credited  or 
appropriated  to  or  for  the  benefit  of  shareholders 
from  a fund  representing  either  current  profits  or 
accumulated'  profits,  whether  as  a dividend,  or  bonus, 
or  in  shares  or  debentures  of  any  other  company,  or 
as  capital,  to  be  deemed  to  be  income  in  the  hands  of 
the  recipient. 

5.  The  Commissioners  to  grant  relief  from  double 
assessment  to  Super-tax  arising  out  of  the  taxation 
of — 

(a)  distributable  profits  which  have  not  been 

distributed ; and 

(b)  the  same  profits  on  their  being  distributed 

at  some  future  date. 

6.  “ Profit  ” to  mean  total  profit  from  all  sources 
as  estimated  for  Income  Tax  purposes  less  any 
interest  payable  to  creditors  on  money  borrowed  by 
the  company,  and  any  rent,  royalities  or  other  pay- 
ments, on  which  Income  Tax  is  collected  at  the 
source,  made  to  persons  other  than  shareholders. 

7.  ‘'Distributable  profits”  to  mean  profit  as  de- 
fined in  paragraph  6 after  deducting  therefrom  any 
amount  (for  which  allowance  has  not  been  made  in 
arriving  at  the  profit)  which  is  proved  to  have  been 
reasonably  reserved  from  distribution  for  the  legi- 
timate requirements  of  the  business,  and  not  with  any 
intent  or  motive  of  enabling  any  person  to  evade  or 
escape  taxation. 

14,397.  Scheme  B. 

Additional  Tax. 

1.  Proposal:  To  impose  a tax  at  the  rate  of  [ ] 
in  the  pound  on  the  distributable  profits  of  com- 
panies which  are  not  distributed  within  [twelve] 
months  after  the  end  of  the  accounting  period  in 
which  such  profits  arose,  or  which,  if  distributed 
within  such  [twelve]  months,  were  not  distributed  as 
income.  (The  tax  might  by  special  provision  be  made 
applicable,  if  desired,  to  profits  which  arose  before, 
but  had  not  been  distributed  as  income  at  the  date 
of  the  passing  of  the  Act  imposing  the  tax.) 

2.  By  “ distributed  as  income  ” is  meant  distri- 
buted in  such  manner  that  the  amounts  respectively 
received  by  any  individuals  entitled  thereto  would 
fall  to  be  included  by  them  in  statements  of  their 
total  incomes  fro  mall  sources  for  the  purposes  of 
Income  Tax  or  Super-tax. 

3.  The  expression  “ distributable  profits  ” to  mean 
[x]  per  cent,  of  the  total  profits  as  ascertained  under 
the  rules  of  the  Income  Tax  Acts. 

4.  Exemption. — The  undistributed  profits  of  any 
accounting  period  if  the  total  profits  have  not  accrued 
at  a greater  rate  than  [one  thousand]  pounds  per 
annum. 

5.  Bepayments. — If  Additional  Tax  has  been  paid 
in  Tespect  of  any  profits  which  are  subsequently 
distributed  as  income,  the  company  to  be  entitled  to 
repayment  without  interest  of  the  amount  of  tax  paid 
in  respect  of  such  profits. 


No.  II.— ON  THE  AVOIDANCE  OF  SUPER-TAX 
BY  PERSONS  RESIDENT  ABROAD  BUT 
RECEIVING  INCOME  FROM  THE  UNITED 
KINGDOM. 

14.398.  (1)  Super-tax  is  an  additional  duty  of  In- 
come Tax  chargeable  on  all  individuals  whose  total 
incomes  from  all  sources  for  the  preceding  year  as 
computed  for  Income  Tax  purposes  exceed  £2,600. 
Liability  is  not  dependent  upon  the  place  of  residence 
of  the  individual,  and  individuals  resident  out  of  the 
United  Kingdom,,  whose  incomes  arising  from  sources 
within  the  United  Kingdom  exceed  £2,500  are  tech- 
nically chargeable  to  Super-tax. 

14.399.  (2)  A certain  number  of  persons  resident 
outside  thq  jurisdiction  of  the  Courts  of  this  country 
and  deriving  income  from  this  country  pay  Super- 
tax without  objection,  but  the  existing  machinery  is 
inadequate  to  compel  the  making  of  returns  of  in- 
come and  to  enforce  payment  of  the  tax  where  the 
foreign  resident  has  no  agent  in  this  country.  Such 
an  individual  who  resides  permanently  abroad  and 
who  seldom  or  never  visits  this  country  can  usually, 
if  he  chooses,  defy  all  the  efforts  of  tho  assessing 
authority  to  levy  Super-tax  on  his  taxable  income. 

14.400.  (3)  The  immunity  of  these  persons  from 
Super-tax,  when  looked  at  by  itself,  may  be  con- 
sidered unfair  both  to  the  State  and  to  persons  resi- 
dent in  this  country  who  have  to  pay  the  full  taxes 
imposed  by  the  Legislature  of  tho  United  Kingdom 
and  who  may  be  competing  in  business  with  the  very 
individuals  who  escape  the  tax. 

If,  on  the  other  hand,  Super-tax  is  looked  upon  as 
an  upward  graduation  of  the  ordinary  Income  Tax 
this  is  not  a necessary  conclusion.  Such  persons  are 
liable  to  any  Income  Tax  that  may  be  in  force  in 
their  own  country  and  it  may  be  argued  that  it  is 
the  business  of  the  country  of  residence  to  graduate 
its  tax  by  reference  to  total  income  from  all  sources 
so  as  to  secure  a fair  contribution  from  the  class  of 
persons  under  review,  and  that  the  country  where 
the  profits  arise  should  be  content  to  tax  at  the 
standard  rate  applicable  to  all  profits  the  tax  on 
which  is  not  graduated,  as  for  example  the  undis- 
tributed profits  of  companies. 

14.401.  (4)  Three  courses  appear  to  be  open, 
namely : — 

(1)  to  endeavour  to  make  the  present  law  more 

effective  by  extending  taxation  at  the 
source  to  Super-tax,  where  possible,  so  far 
as  persons  resident  abroad  are  concerned ; 

(2)  to  leave  the  law  unaltered,  and  to  continue 

the  present  practice  of  collecting  Super- 
tax from  those  non-residents  from  whom 
it  can  be  recovered ; or 

(3)  to  be  content  with  the  payment  of  Income 

Tax  at  the  flat  rate  of  6s.  (or  other  stan- 
dard rate)  in  the  case  of  wealthy  non- 
residents, and  to  forego  any  attempt  to 
obtain  payment  of  Super-tax  from  such 
persons. 

14.402  (5)  With  regard  to  (1),  collection  of  Super- 
tax at  the  source  is  already  made,  where  possible,  in 
certain  types  of  case — e.g.,  from  the  marriage  trus- 
tees of  the  wife  of  a person  resident  abroad.  The 
resident  agent  of  a non-resident  person  is  also  tech- 
nically liable  to  Super-tax  on  behalf  of  his  principal, 
but  such  an  agent  can  in  practice  rarely  be  found. 
[Income  Tax  Act,  1918,  section  7 (2).]  In  a certain 
class  of  case,  which  primd  facie  is  of  the  type  that 
ought  to  be  charged,  namely,  that  of  a non-resident 
partner  in  a business  carried  on  in  this  country,  and 
competing  with  businesses  carried  on  by  residents, 
it  might  be  possible  after  special  legislation  to  treat 
a resident  partner  or  manager  for  Super-tax  purposes 
as  the  agent  of  the  non-resident,  but  there  would 
remain  many  practical  difficulties  to  be  got  over  in 
particular  cases.  Effective  collection  of  Super-tax 
at  the  source  from  the  non-resident  shareholder  in  a 
British  company  would  be  very  difficult  owing  to 
the  ease  with  which  the  tax  could  be  evaded.  If 
the  shares  were  held  in  bearer  form  the  owner  could 
not  be  traced,  if  they  were  registered  they  could  bo 
put  in  the  name  of  a nominee  and  it  would  be  almost 
impossible,  at  any  rate  without  the  expenditure  of 
a disproportionate  amount  of  time  and  labour,  to 
track  down  cases  in  which  the  beneficial  owner  was 
a person  resident  abroad. 
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The  Income  Tax  law  and  official  Regulations  of  the 
United  States  of  America  contain  provisions  which 
are  intended  to  make  effective  the  taxation  of  non- 
resident aliens,  but  no  information  is  at  present 
available  as  to  the  extent  to  which  such  provisions 
achieve  their  object  in  practice.  A summary  of  the 
provisions  mentioned  is  given  in  the  Annexe  to  this 
Evidence. 

14.403.  (6)  The  second  course  suggested  above— to 
leave  the  law  unaltered — is  obviously  unsatisfactory. 

It  leads  to  inequalities  as  between  one  person  and 
another,  whilst  the  assessing  authority  is  placed  in 
the  anomalous  position  of  seldom  having  the  means 
of  levying  the  tax  which  is  legally  payable. 

It  would  of  course  be  possible  to  leave  things  in 
their  present  position,  but  as  between  the  first  and 
the  second  course  it  is  suggested  that  the  first  would 
be  preferable — that  is  that,  if  the  technical  liability 
of  non-residents  is  to  remain,  it  should  be  made  as 
effective  as  possible. 

14.404.  (7)  Whether  the  third  course  is  not  on  the 
whole  preferable  to  either  of  the  alternatives  men- 
tioned in  paragraphs  5 and  6 is  a matter  for  the  con- 
sideration of  the  Royal  Commission.  Tho  amount  of 
Super-tax  at  present  paid  by  persons  resident  abroad 
is  inoonsiderable  (probably  at  present  rates  under 
£200,000  a year),  a fact  which  illustrates  the  impotence 
of  the  assessing  authorities  in  the  circumstances  in 
which  they  are  placed.  It  is  unlikely  that  the  adop- 
tion of  the  course  mentioned  in  paragraph  5 would  in 
the  long  run  add  very  greatly  to  the  yield  of  the 
Super-tax,  and  on  the  whole  the  Board  of  Inland 
Revenue  incline  to  the  view  that  it  would  be  best  to 
recognize  the  practical  limitations  of  the  tax  and  to 
give  up  any  attempt  to  collect  Super-tax  from  per- 
sons permanently  resident  abroad.  This  course  con- 
forms to  a principle,  although  the  principle  may  not 
command  universal  acceptance.  Any  real  attempt  to 
graduate  the  Income  Tax  and  Super-tax  in  its  appli- 
cation to  non-residents  tends  to  break  down  in  prac- 
tice owing  to  one  cause  or  another,  and  it  is  suggested 
that  with  certain  limited  exceptions  (specified  in  the 
official  evidence  which  has  already  been  presented  to 
the  Royal  Commission  on  the  “ Rate  of  Income  Tax 
payable  by  Persons  resident  abroad  ”),  the  standard 
rate  of  Income  Tax  (6s.)  should  govern  the  liability 
of  the  non-resident  without  reference  to  the  question 
of  his  personal  circumstances. 

14.405.  (8)  If  the  suggestion  made  in  the  preceding 

paragraph  were  adopted  in  principle  the  limits  of  the 
exemption  from  Super-tax  would  require  to  he  care- 
fully defined.  It  is  submitted  that  any  exemption 
should  be  confined  to  persons  permanently  resident 
abroad,  who  have  no  residence  at  all  in  this  country 
and  (a)  have  not  been  in  this  country  either  during 
the  Income  Tax  year  the  income  of  which  forms  the 
basis  of  Super-tax  liability  (for  the  following  year), 
or  during  such  following  year  for  which  any  Super- 
tax assessment  would  normally  be  made,  or  (6)  if 
they  have  been  in  the  United  Kingdom  during  either 
of  such  years,  have  been  there  for  a “ temporary 
purpose  only,  and  not  with  any  view  or  intent  of 
establishing  a residence  therein,  and  who  have  not 
actually  .resided  in  the  United  Kingdom  . . . for 

a period  equal  in  the  whole  to  six  months  in  such 
year.”  [Compare  Income  Tax  Act,  1918,  Schedule 
D,  Miscellaneous  Rules,  Rule  2.] 

14.406.  (9)  There  are  one  or  two  cases  which  would 
require  special  treatment,  e.g.,  Ambassadors  and 
other  persons  who  enjoy  exemption  from  foreign 
taxation  on  grounds  of  diplomatic  privilege,  but  these 
are  exceptional  cases  and  it  is  perhaps  unnecessary  to 
discuss  them  in  detail. 

14.407.  ANNEXE. 

UNITED  STATES  INCOME  TAX  AND  SURTAX. 

Taxation  of  non-residents. 

In  the  United  States  non-resident  aliens  are  sub- 
jected to  ordinary  Income  Tax  on  all  income  from 
sources  within  the  United  States,  in  the  case  of 
dividends  from  companies  by  the  direct  taxation 
of  the  profits  of  the  companies,  and  in  the  case  of 
other  income  by  a provision  requiring  the  payers  of 
such  income  to  deduct  tax  at  a flat  rate.  This  flat 
rate  is  charged  on  the  gross  amount  of  the  income, 


deduction  in  respect  of  expenses,  depreciation,  losses, 
etc.,  and  certain  abatements  being  allowed  only  if 
the  non-resident  alien  makes  a full  return  of  his 
income  from  all  sources  in  the  United  States. 

Such  a return  is  required  from  all  non-resident 
aliens  receiving  income  from  the  United  States  not 
fully  taxed  at  the  source.  Responsible  representa- 
tives of  non-resident  aliens  are  required,  in  con- 
nection with  any  income  from  sources  within  the 
United  States,  to  make  returns  of  such  income,  and 
to  pay  both  ordinary  Income  Tax  and  surtax  thereon 
to  the  extent  to  which  not  already  borne.  Agents 
are  responsible  for  the  return  of  any  income  accruing 
to  non-resident  principals  within  the  purview  of  their 
agency,  further  responsibility  depending  upon  the 
terms  of  their  appointment.  Dividends  are  primd 
facie  income  of  the  recorded  owner  of  the  stock,  who, 
if  a resident  holding  for  a non-resident  alien,  has  to 
make  a return  and  pay  surtax  for  the  actual  owner. 

In  default  of  a return  by  the  non-resident  alien  or 
by  his  representative,  the  Tax  Commissioner  is  em- 
powered for  surtax  purposes  to  assess  the  income  in 
gross  from  all  sources  of  which  he  has  information, 
and  to  collect  the  tax  from  one  or  more  of  the  sources 
of  income  within  the  United  States,  any  stock  or 
other  property  owned  by  the  non-resident  alien  in  the 
United  States  being  subject  to  distraint  or  other 
process  for  this  purpose.  The  method  of  enforce- 
ment of  the  tax  in  the  absence  of  such  stock  or 
property  in  the  States  is  not  apparent. 

No.  III.  ON  THE  AVOIDANCE  OF  SUPER-TAX 
BY  THE  ALIENATION  OF  INCOME. 

14.408.  (1)  Separate  evidence  is  being  presented  to 
the  Royal  Commission  on  the  avoidance  of  Super-tax 
by  the  non-distribution  of  the  profits  of  companies  in 
the  form  of  income.  Another  method  of  avoiding  the 
tax,  of  which  a good  deal  of  use  is  made  at  the  present 
time,  is  the  settlement  of  income,  the  creation  or 
trusts  and  charges,  and  the  transfer  of  securities  to 
or  for  the  benefit  of  members  of  the  family  of  the 
individual  whose  liability  is  affected.  The  same 
methods  may  be  adopted  by  persons  who,  although  not 
liable  to  Super-tax,  are  liable  to  Income  Tax  at  one 
of  the  higher  of  the  graduated  rates  in  order  to  re- 
duce the  rate  of  Income  Tax  payable  on  their  incomes. 
The  evil  is,  however,  most  marked  and  the  loss  of 
revenue  is  most  serious  in  connection  with  incomes 
which  exceed  the  limit  of  exemption  from  Super -tax. 

14.409.  (2)  The  lav',  as  it  stands,  imposes  a liability 
to  Super-tax  upon  individuals  whose  total  incomes 
exceed  £2,500.  Nothing  which  is  not  part  of  the  in- 
come of  an  individual  is  taxable,  and  in  computing 
the  liability  to  Super-tax  of  an  individual,  deductions 
are  allowed  for  annual  charges  such  as  interest,  an 
nuities  and  other  annual  payments  which  axe  legally 
payable  out  of  his  income. 

14.410.  (3)  Super-tax  is  a graduated  tax.  Not  onlj 
is  the  amount  of  the  Super-tax  payable  on  a large 
income  greater  than  the  amount  payable  on  a smaller 
income,  but  the  rates  of  tax  chargeable  increase  with 
the  amount  of  the  income. 

14.411.  (4)  In  these  circumstances  it  is  evident  that 
the  aggregate  amount  of  Super -tax  payable  by  an  indi- 
vidual can  be  materially  reduced  by  the  intelligent 
distribution  of  the  legal  ownership  of  the  income — for 
example,  between  himself  and  the  members  of  his 
family. 

14.412.  (5)  For  instance,  A had  originally  an  income 
of  £15,000  a year  The  amount  of  Super-tax  payable 
for  1918-19  on  an  income  of  £15,000  would  be  £2,312. 
If  A has  alienated  or  charged  this  income  so  that  only 
£3,000  now  remains  to  him  whilst  £2,000  represents 
the  income  of  each  of  his  six  children,  A will  pay  only 
£62  in  Super-tax  and  his  children  will  be  totally 
exempt. 

14.413.  (6)  A voluntary  allowance  by  A to  B remains 
for  Super-tax  purposes  the  income  of  A.  In  order  tc 
avoid  Super-tax  in  the  manner  indicated  A must 
effectively  divest  himself  of  some  portion  of  his  income 
or  must  effectively  charge  his  income  with  an  annuity 
or  other  annual  payment  in  favour  of  some  other 
person.  Tho  natural  reluctance  of  a wealthy  indivi- 
dual to  give  up  the  control  over  his  income  even  to 
members  of  his  own  family  acts  as  a useful  deterrent, 
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and  to  some  extent  protects  the  Revenue  from  loss  of 
Super-tax. 

14.414.  (7)  Notwithstanding  the  ^existence  of  the 
check  mentioned  in  the  preceding  paragraph,  the 
examination  of  returns  made  for  Super-tax  purposes 
makes  it  clear  that  the  high  rates  of  income  taxation 
now  and  recently  in  force  have  caused  many  persons 
to  take  definite  action  to  reduce  their  personal  liability 
to  Super-tax.  This  tendency  may  be  expected  to  con- 
tinue, and,  unless  limited,  its  effects  may  reduce 
materially  the  yield  of  the  tax.  As  indicated  above, 
it  also  affects  the  ordinary  Income  Tax,  although 
probably  in  a less  degree. 

14.415.  (8)  In  some  cases  action  has  taken  the  form 
of  making  compulsory  an  allowance  (say,  to  a poor 
relation)  which  has  for  many  years  been  paid  volun- 
tarily. To  the  creation  of  a charge  on  income  in  such 
circumstances  in  order  to  effectuate  such  an  object  it 
iB  suggested  that  no  objection  can  properly  be  raised. 

14.416.  (9)  A common  course  is  the  creation  of  an 
annuity  in  favour  of  a child.  The  equity  of  allowing 
this  annuity  as  a deduction  from  the  parent’s  income 
is  not  always  apparent.  If  the  child  is  living  at  home, 
and  maintained  by  the  parent,  and  the  latter  after 
covenanting  to  pay  the  annuity  arranges  for  the  cost 
of  the  maintenance  or  education  of  the  child  to  be 
paid  out  of  the  annuity,  the  parent  by  his  action  has 
in  effect  obtained  a deduction  for  the  cost  of  such 
maintenance — a deduction  for  an  expense  which  falls 
on  all  parents  alike  and  for  which  no  allowance  is 
made  by  the  Income  Tax  Acts. 

14.417.  (10)  If  a taxpayer  effectively,  completely 
and  irrevocably  alienates  or  charges  his  income  so  that 
the  amount  affected  becomes  for  the  purposes  of  Super- 
tax  the  income  of  another  person,  it  would  be  only  in 
very  exceptional  circumstances  that  the  Inland 
Revenue  could  reasonably  ask  for  powers  to  ignore  the 
transaction.  If  the  income  in  question  has  finally  and 
irrevocably  ceased  to  be  the  income  of  A and  has 
become  the  income  of  B,  it  must  normally  be  so  treated 
for  the  purposes  of  taxation  even  if  A’s  motive  was 
to  reduce  his  own  tax  liability,  for  he  loses  the  income 
while  gaining  only  the  difference  in  tax.  Moreover, 
it  would  not  be  practicable  even  if  it  were  desirable, 
for  the  Revenue  authorities  to  enquire  into  the 
motives  which  actuate  settlors  in  all  the  varying 
circumstances  of  particular  cases. 

14.418.  (11)  There  are  cases,  however,  in  which  it  is 
suggested  that  action  ought  to  be  taken  to  protect 
the  Revenue.  The  most  striking  of  such  cases  are 
those  where  the  alienation  of  charge  of  income  is 
variable  or  revocable  by  the  settlor.  In  cases  where  a 
power  of  revocation  or  variation  exists  and  may  be 
exercised  for  the  benefit  of  the  settlor  or  of  his  wife, 
the  alienation  may  be  regarded  as  not  final,  and  the 
charge  as  in  substance  a voluntary  payment.  Indeed, 
in  many  such  cases  the  settlor  is  apparently  trying  to 
divest  himself  of  income  sufficiently  to  escape  Super- 
tax liability,  while  retaining  that  power  of  control 
which  is  so  dear  to  the  heart  of  mankind  In  this,  as 
the  law  stands,  he  may  be  successful,  for  the  usuallv 
accepted  view  is  that,  generally  speaking,  a payment 
made  under  the  covenants  of  a deed  which  has  not  in 
fact  been  revoked  is  not  legally  a voluntary  payment, 
and  may  consequently  be  deducted  as  a charge  on 
income  for  the  purposes  of  Super-tax. 

14.419.  (12)  It  is  suggested  for  the  consideration  of 
the  Royal  Commission,  that  the  Commissioners  con- 
cerned should  be  empowered  to  disregard  for  the 
purposes  of  Income  Tax  and  Super-tax  any  alienation, 
transfer  or  charge  of  income  which  is : — 

(a)  made  in  favour  or  for  the  benefit  of  an  un- 
married infant  child  of  the  settlor ; 

(&)  variable  or  revocable  by  the  settlor — to  the 
extent  that  it  is  possible  for  such  variation 
or  revocation  to  be  exercised  in  favour  or 
for  the  benefit  of  the  settlor,  or  his  wife  or 
an  unmarried  infant  child  ; 
and  consequently,  that  any  income  so  transferred 
should  be  treated  as  part  of  the  income  of  the  trans- 
feror, and  not  of  the  person  for  whose  benefit  such 
transfer,  &c.,  is  made. 

14.420.  (13)  It  is  noteworthy  in  connexion  with  the 
foregoing  suggestions,  that,  under  the  United  States 
Regulations  relating  to  the  Income  Tax  under  the 


Revenue  Act  of  1918,  “ the  income  of  a revocable  trust 
must  be  included  in  the  gross  income  of  the  grantor.” 
(Regulations,  No.  45,  Revised.  Article  341.) 

No.  IV.— ON  THE  SUBJECT  OF  THE  STEPS 
NECESSARY  TO  SECURE  CORRECT  ASSESS- 
MENTS TO  SUPER-TAX. 

Introductory. 

14.421.  (1)  Under  section  7 of  the  Income  Tax  Act, 
1918,  Super-tax  is  to  be  assessed  by  the  Special  Com- 
missioners of  Income  Tax.  During  the  nine  or  ten 
years  of  its  existence  the  Super-tax  machinery  has, 
on  the  whole,  worked  smoothly.  Experience  has, 
however,  shown  that  certain  amendments  of  the  law 
are  desirable  to  enable  the  Commissioners  more  effec- 
tively to  check  returns  and  to  discover  errors  in 
returns  as  well  as  to  prevent  deliberate  evasion  of 
Super-tax  in  any  cases  in  which  such  evasion  may  be 
attempted. 

14.422.  (2)  Separate  evidence  is  being  presented 
to  the  Royal  Commission  on  the  legal  avoidance  of 
Super-tax  by  the  non-distribution  of  company  profits 
as  income  and  by  the  alienation  of  income ; and  also 
on  avoidance  of  Super-tax  by  persons  resident 
abroad.  The  present  evidence  relates  not  to  the 
legal  avoidance  of  tax,  but  to  (1)  the  measures  neces- 
sary to  promote  the  more  effective  examination  and 
checking  of  Super-tax  returns  so  as  to  ensure  the 
discovery  of  errors  and  the  making  of  correct  assess- 
ments, and  (2)  the  adequacy  of  penal  provisions  of 
the  Acts  which  are  intended  to  protect  the  Revenue — 
and  therefore  the  honest  citizen — against  the 
deliberate  evasion  of  Super-tax. 

Power  of  the  Commissioners  to  call  for  particulars 
of  a taxpayer' s income. 

14.423.  (3)  The  proposition  need  hardly  be  laboured 
that  a correct  assessment  of  a taxpayer’s  liability  can 
be  secured  only  if  all  the  relevant  particulars  are 
available  for  the  use  of  the  assessing  authority. 
Unchecked  self-assessment  by  taxpayers  is  fatal  to 
the  accuracy  and  efiiciency  of  a tax,  and  this  not 
only  because  incomes  may  be  deliberately  under- 
stated, but  also  because  bond-fi.de  error,  ignorance 
of  the  law,  a tendency  to  give  oneself  the  benefit  of 
a doubt,  and  other  causes,  all  operate  to  limit  the 
number  of  cases  in  which  returns  as  originally  made 
are,  in  a strict  sense,  accurate  returns. 

14.424.  (4)  The  present  position  of  the  assessing 
authority — the  Special  Commissioners — is  in  some 
respects  anomalous  and  unsatisfactory  in  regard  to 
their  powers  to  obtain  information. 

14.425.  (5)  Under  section  7 of  the  Income  Tax 
Act,  1918,  it  is  on  receipt  of  a requirement  from  the 
Special  Commissioners  that  a person  is  required  to 
render  for  Super-tax  purposes  “ a return  of  his  total 
income  from  all  sources.” 

14.426.  (6)  Whilst  taxpayers  with  incomes  under 
£2,600  are  under  necessity,  in  order  to  obtain  the 
reliefs  to  which  they  are  entitled,  to  give  detailed 
particulars  (with  vouchers  if  required)  of  their 
incomes,  taxpayers  with  incomes  exceeding  £2,500 
are  not  at  present  under  direct  obligation,  when 
making  their  returns  for  Super-tax  to  give  any 
details  of  the  several  items  of  their  incomes  or  to 
produce  vouchers  in  support  thereof. 

14.427.  (7)  The  assessing  authority  is  not,  indeed, 
impotent  to  obtain  disclosure  of  particulars  in  special 
cases,  as  the  Special  Commissioners  have  power,  when 
dissatisfied  with  a taxpayer’s  return,  to  make  an 
assessment  to  the  best  of  their  judgment;  and  on 
any  appeal  against  such  an  assessment  the  tax- 
payer would  need  to  produce  evidence  of  his  assess- 
able income  in  order  to  obtain  any  reduction  of  the 
assessment.  But  an  assessment  so  made  in  an  esti- 
mated amount  is  not  always  sufficient  to  cover  the 
liability ; and  the  person  assessed  may  abstain  from 
appealing  because  he  knows  that  by  so  doing  he  will 
pay  tax  on  a less  sum  than  his  total  income. 

14.428.  (8)  Apart,  however,  from  the  objection  just 
mentioned,  this  method  of  procedure  is  imperfect  and 
incomplete.  There  must  be  many  cases  in  which 
returns  being  primd-facie  reasonable,  are  accepted 
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without  enquiry  in  the  absence  of  data  to  the  con- 
trary, although  in  fact  they  are  inaccurate  or 
deficient. 

14.429.  (9)  The  omission  of  a particular  item  of 
income  from  the  return  for  any  year  may,  of  course, 
be  attributable  either  to  bond  fide  error  or  to  other 
causes  involving  different  degrees  of  blameworthiness. 
The  circumstances  which  may  lead  to  errors  in 
returns  are  almost  infinitely  varied,  and  without 
multiplying  instances  it  may  be  confidently  asserted 
that  incorrect  returns  are  frequently  made  without 
the  mistake  being  apparent  or  capable  of  detection 
owing  to  the  fact  that  information  as  to  the  manner 
in  which  the  figures  have  been  made  up  has  not  been 
given. 

14.430.  (10)  Although  it  is  recognized  that  in  some 
instances  the  rendering  of  a detailed  return  may 
involve  Super-tax  payers  in  considerable  trouble, 
both  the  Board  of  Inland  Revenue  and  the  Special 
Commissioners  of  Income  Tax  are  clear  that  the 
possession  of  the  power  to  require  detailed  returns  is 
an  essential  preliminary  to  fully  effective  assessment 
of  the  Super-tax,  and  the  Board  submit  that,  having 
regard  to  the  extreme  importance  of  effective  assess- 
ment in  the  circumstances  which  will  obtain  in 
future,  the  time  has  come  when  Super-tax  payers 
should  be  placed  under  the  same  necessity  as  other 
taxpayers  to  give  details  of  their  income  in  all  cases 
when  required. 

Power  of  the  Board  of  Inland  Revenue  to  examine j 

returns  and  to  cause  a surcharge  to  be  made-. 

14.431.  (11)  Another  defect  in  the  existing  law 
is  of  a different  type,  and  relates  to  the  impotence 
of  the  Crown  in  certain  circumstances  to  challenge 
the  view  taken  by  the  Special  Commissioners  in 
regard  to  points  arising'  out  of  the  examination  of 
returns  made  by  Super-tax  payers. 

14.432.  (12)  The  general  scheme  of  administration 
of  the  ordinary  Income  Tax  provides  for  Income  Tax 
assessments  to  be  made  by  the  Commissioners,  but 
gives  the  Surveyor  of  Taxes,*  an  Inland  Revenue 
official,  full  rights  of  examination  of  the  returns 
made  by  the  taxpayer  and  of  objecting  to  the  assess- 
ments made  by  the  Commissioners  whether  the  tax- 
payer does  or  does  not  give  notice  of  appeal  against 
the  assessment  made  upon  him.  The  position  as 
regards  Super-tax  is  different.  Sub-section  6 of 
section  7 of  the  Income  Tax  Act,  1918,  provides  that 
“ for  the  purpose  of  the  representation  of  the  Crown 
on  any  appeal  before  the  Special  Commissioners  any 
person  nominated  in  that  behalf  by  the  Commis- 
sioners of  Inland  Revenue  shall  have  the  same  powers 
at  and  upon  the  determination  of  the  appeal  as  a 
Surveyor  has  at  and  upon  the  determination  of  any 
appeal  relating  to  Income  Tax.”  This  provision  con- 
fers on  the  Revenue  due  powers  in  a case  where  the 
taxpayer  has  given  notice  of  appeal  against  a Super- 
tax assessment,  but  there  is  no  corresponding  pro- 
vision giving  a Revenue  representative  any  right  to 
be  heard  on  questions  arising  before  an  assessment 
is  made,  or  afterwards,  except  in  a case  in  which 
notice  of  appeal  is  given  by  the  taxpayer.  The  result 
is  that,  save  in  appeal  cases,  the  interests  of  the 
Revenue  are  entirely  in  the  hands  of  the  Special 
Commissioners,  whose  views  as  to  liability  in  parti- 
cular cases  may  not  coincide  with  the  views  of  the 
Inland  Revenue  Department. 

14.433.  (13)  Such  a position  is  one-sided  and  might 
conceivably  prevent  the  Revenue  from  testing  in 
the  High  Court  a legal  question  of  great  importance. 
It  is  a position  which  does  not  appear  to  have  been 
foreseen  when  the  Finance  (1909-10)  Act,  1910  (the 
Act  which  originally  imposed  the  Super-tax),  ■npis 
passed.  It  is  desirable  that  this  anomalous  state  of 
affairs  should  be  remedied,  and  it  is  suggested  that  a 
convenient  way  of  doing  this  would  be  to  give  the 
Board  of  Inland  Revenue  powers  to  examine  Super- 
tax returns  and  assessments,  to  object  to  assessments, 

* This  officer  is  now  styled  “ H.M.  Inspector  of  Taxes,”  but  in 
order  to  preserve  continuity  with  the  earlier  proceedings  of  the 
Royal  Commission,  it  is  proposed  to  continue  the  use  of  the  old 
title  in  this  and  other  official  evidence. 


and  to  make  surcharges,  similar  to  the  powers  con- 
ferred on  Surveyors  of  Taxes  by  sections  119,  121 
and  126  of  the  Income  Tax  Act,  1918,  in  relation  to 
Income  Tax. 

14.434.  (14)  The  effect  of  the  suggested  powers 
would  not  be  to  diminish  the  powers  of  the  Special 
Commissioners  in  any  way.  That  body  would  still 
be  the  authority  for  determining  liabilities  to  Super- 
tax, their  decisions  would  still  be  final  (subject  to  the 
right  of  either  the  taxpayer  or  the  Crown  to  appeal 
to  the  High  Court  on  a point  of  law),  but  the 
Revenue  would  acquire  the  right  in  regard  to  Super- 
tax, which  it  has  always  possessed  in  regard  to  Income 
Tax,  of  objecting  to.  an  allowance  or  deduction  which 
the  assessing  Commissioners  propose  to  admit,  in  the 
first  instance,  on  an  ex  parte  statement,  and  of  re- 
quiring the  Special  Commissioners  to  determine  the 
question  after  hearing  both  sides,  as  in  the  case  of 
appeals  against  assessments. 

The  prevention  of  evasion  of  Super-tax. 

14.435.  (15)  In  addition  to  the  measures  referred  to 
in  the  foregoing  paragraphs,  it  is  submitted  that  the 
law  needs  strengthening  as  regards  cases  in  which 
avoidance  of  Super-tax  is  due,  not  to  accident  or  mis- 
take or  to  a bond-fide  doubt  as  to  liability,  but  to 
wilful  evasion. 

14.436.  (16)  Section  7 of  the  Income  Tax  Act,  1918, 
casts  upon  the  subject  the  duty  of  starting  the 
machinery  which  the  Special  Commissioners  control, 
by  requiring  him  to  give  notice  of  the  fact  that  he  is 
chargeable  with  Super-tax  (sub-section  (3)).  On 
receipt  of  such  notice  it  rests  with  the  Commissioners 
to  take  the  next  step  by  calling  for  a return  of  total 
income  from  the  individual  concerned.  On  receiving 
from  the  Special  Commissioners  a notice  to  make  a 
return  of  total  income  the  taxpayer  is  to  comply  with 
their  requisition  “ whether  he  is  or  is  not  chargeable 
with  Super-tax  ” (Bub-section  (2)).  A person  who  fails 
to  make  any  return  or  to  give  notice  of  his  liability  is 
liable  to  a penalty  not  exceeding  £50,  and  after  judg- 
ment has  been  given  for  that  penalty  to  a continuing 
penalty  of  like  amount  for  every  day  during  which 
the  failure  continues  (sub-section  (4)).  Moreover,  if  a 
person  fails  to  make  a return,  or  if  the  Commissioners 
are  not  satisfied  with  a return,  they  may  make  an 
assessment  to  the  best  of  their  judgment  (sub-section 

(5)). 

14.437.  (17)  The  question  of  the  desirability  of  in- 
stituting proceedings  to  recover  penalties  in  connec- 
tion with  Super-tax  arises  in  the  following  circum- 
stances : — 

(i)  where  the  notice  of  chargeability  to  Super- 
tax has  not  been  given ; 

(ii)  where  there  is  a failure  to  make  any  return 

of  income; 

(iii)  where  the  return  made  is  inaccurate. 

14.438.  (18)  In  the  absence  of  aggravating  circum- 
stances it  is  not  the  general  practice  to  institute  pro- 
ceedings for  a penalty  on  the  mere  discovery  that 
probable  liability  exists  and  that  notice  of  charge- 
ability  to  Super-tax  has  not  been  given.  The  usual 
course  is  to  call  upon  an  individual  who  is  suspected 
to  be  liable  to  Super-tax  to  make  a return  of  his  total 
income.  If  he  fails  to  do  so,  proceedings  may  be  pos- 
sible under  sub-section  (4)  of  section  7 for 

(а)  failure  to  give  notice  of  chargeability;  or, 

(б)  failure  to  make  any  return : 

and  resort  can  also  be  had  to  the  powers  conferred  on 
the  Commissioners  by  sub-section  (5)  and  an  assess- 
ment made  “ according  to  the  best  of  their  judg- 
ment.” 

In  the  vast  majority  of  the  cases  in  which  there  is 
a failure  to  make  a return  the  last  course  only  is 
taken.  An  assessment  is  made  in  an  estimated 
amount  against  which  the  taxpayer  has  a right  of 
appeal,  and  the  question  of  penalties  is  not  pursued. 

14.439.  (19)  Where  a return  is  not  merely  in- 
accurate but  almost  certainly  deliberately  incorrect, 
the  question  of  instituting  proceedings  to  recover 
penalties  requires  to  be  considered.  Section  7 of  the 
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Income  Tax  Act,  1918,  provides  a penalty  for  failure 
to  make  any  return,  but  does  not  expressly  impose  a 
penalty  for  making  a false  return.  The  question 
whether  proceedings  can  be  taken  “ for  the  penalty 
incurred  for  failure  to  make  a return  when  although 
a return  has  been  made  it  is  an  incorrect  return  and 
therefore  not  a return  of  total  income  ” was  considered 
in  1914  by  the  Law  Officers  of  the  Crown,  who  advised 
as  follows  : — 

“ The  mere  fact  that  a return  is  inaccurate 
“ would  not  in  itself  expose  the  person  making 
“ the  return  to  a penalty,  and  we  think  that  in 
“ the  absence  of  deliberate  fraud  the  existence  of 
“ reasonable  excuse  for  inaccuracy  would  readily 
“ be  assumed.  But  every  case  will  depend  upon 
“ its  own  facts,  and  we  are  not  prepared  to  say 
“ that  no  penalty  is  ever  incurred  unless  the  in- 
“ dividual  is  proved  to  have  been  deliberately 
“ fraudulent.” 

14.440.  (20)  In  the  early  years  of  Super-tax  ad- 
ministration proceedings  for  failure  to  give  notice  of 
chargeability  or  to  make  a return  were  instituted  in  a 
number  of  selected  cases,  and  several  judgments  im- 
posing penalties  were  obtained.  But  the  procedure 
was  soon  found  ineffective.  Even  when  the  rate  of 
Super-tax  was  only  6d.  in  the  pound  the  £50  penalty 
was  often  paltry  compared  with  the  duty  at  issue. 
The  continuing  penalty  of  £50  a day  could  not  be 
secured,  as  a return  would  be  delivered  as  soon  as  the 
taxpayer  found  that  he  would  be  brought  to  book. 
Publicity  was  avoided  by  payment  of  the  fine  im- 
mediately on  the  institution  of  proceedings. 

14.441.  (21)  Many  examples  of  the  entire  ineffec- 
tiveness of  the  penalty  of  £50  could  be  given. 

14.442.  (22)  The  provision  of  an  effective  penalty 

comparable  with  Income  Tax  penalties  is,  in  the 
Board’s  judgment,  essential.  Section  107  of  the  In- 
come Tax  Act,  1918,  provides  a penalty  of  £20  and 
“ treble  the  tax  which  . . . ought  to  be  charged  ” 

for  failure  to  make  a return  for  Income  Tax.  This 
penalty  increases  automatically  with  the  amount  of 
the  income,  and  it  is  submitted  that  the  time  has  come 
for  completing  the  application  of  this  principle  by 
applying  it  to  the  Super-tax. 

14.443.  (23)  Section  7 (6)  of  the  Income  Tax  Act, 
1918,  applies  certain  provisions  of  the  Acts  relating  to 
Income  Tax  to  the  assessment,  collection  and  recovery 
of  Super-tax.  Super-tax  is  an  additional  duty  of  In- 
come Tax,  and  it  is  suggested  for  consideration  that 
the  penalty  provisions  relating  to  Income  Tax  might 
also,  with  the  necessary  modifications,  be  made 
generally  applicable  to  Super-tax.  A precedent  for 
such  a course  is  to  be  found  in  section  8 (2)  of  the  Act, 
which  applies  such  penalty  provisions  to  Super-tax  in 
the  case  of  failure  to  make  returns  for  the  purposes  of 
section  8 (which  provides  for  the  separate  assessment 
to  Super-tax  of  husband  and  wife). 

14.444.  (24)  The  existing  penalties  for  acts  and  de- 
faults committed  in  relation  to  Super-tax  are  recover- 
able only  in  the  High  Court.  This  limitation  not  only 
adds  to  the  expense  of  proceedings,  but  may  also  be 
productive  of  delay  and  inconvenience.  Moreover,  the 
determination  of  the  amount  of  Super-tax  which  an 
individual  “ ought  to  be  charged  ” (on  which  a 
penalty  of  “ treble  tax  ” would  be  based)  rests  with 
the  Special  Commissioners  alone,  and  cases  might  arise 
in  which  the  High  Court  would  be  unable  to  fix  the 
amount  of  a penalty  of  treble  tax  without  assistance 
from  the  Commissioners.  In  these  circumstances  it  is 
a matter  for  consideration  whether  Super-tax  penal- 
ties should  not  be  made  recoverable,  alternatively, 
before  the  Special  Commissioners  of  Income  Tax  in  the 
same  way  as  Income  Tax  penalties  are  recoverable 
before  the  General  Commissioners  of  Income  Tax. 

Power  to  make  assessments  where  notice  to  rrvxke  a 
return  has  not  previously  been  given. 

14.445.  (25)  A minor  and  probably  accidental  de- 
fect in  the  law  which  might  with  advantage  be  reme- 
died is  the  following.  By  sub-section  (2)  of  section  7 
pf  the  1918  Act  “ every  person  upon  whom  notice  18 


served  . . . ” is  required  to  make  a return  of  his 

income  for  Super-tax  purposes,  and,  under  sub-section 
(5),  “ if  any  person  fails  to  make  a return  ” or  “if 
the  Special  Commissioners  are  not  satisfied  with  any 
return  ” they  may  make  an  assessment  to  Super-tax 
to  the  best  of  their  judgment.  The  wording  of  the 
section  seems  to  involve  this,  that  there  can  be  no 
failure  to  make  a return  in  the  case  of  a person  who 
has  not  been  served  with  a notice  to  make  a return, 
and  consequently  that  the  Special  Commissioners  have 
no  power  to  assess  to  Super-tax  an  individual  who  has 
not  been  first  served  with  such  a notice.  In  normal 
circumstances  no  difficulty  arises  as  the  taxpayer  is 
required  as  a matter  of  course  to  make  a return  before 
the  making  of  an  assessment  upon  him  is  contem- 
plated, but  cases  from  time  to  time  occur  in  which  an 
individual  may  be  attempting  to  avoid  service  of 
notice  to  make  a return  in  order  to  evade  his  liability. 
It  is  therefore  suggested  that  power  ought  to  be  con- 
ferred on  the  Special  Commissioners  to  make  an 
assessment  to  Super-tax  in  cases  where  it  has  been 
found  impracticable  to  serve  notice  to  make  a return. 

No.  V.— ON  THE  ASSESSMENT  TO  INCOME  TAX 
OF  FOREIGN  AND  COLONIAL  DIVIDENDS. 

Preliminary. 

14.446.  (1)  In  accordance  with  the  principle  of  tax- 
ing income  as  near  the  source  as  possible,  the  Income 
Tax  Acts  provide  for  interest  and  dividends  payable 
in  this  country  out  of  any  public  revenue  of  a foreign 
or  colonial  Government  or  in  respect  of  the  stocks, 
funds,  shares,  etc.,  of  any  foreign  or  colonial  company 
to  be  charged  with  Income  Tax  in  the  hands  of  the 
agents  entrusted  with  payment  of  such  dividends,  etc. 
This  evidence  is  not  concerned  with  dividends,  etc., 
paid  out  of  the  public  revenue  of  the  United  King- 
dom, but  relates  only  to  such  dividends,  etc.,  as  are 
paid  in  this  country  either  out  of  foreign  or  colonial 
public  revalue  or  by  foreign  and  colonial  companies. 
The  agent  entrusted  with  payment  of  such  foreign 
or  colonial  dividends  is  required  to  deduct  the  appro- 
priate amount  of  Income  Tax  and  to  pay  over  to  the 
Revenue  the  amount  deducted  in  satisfaction  of 
assessments  which  the  Special  Commissioners  of  In- 
come Tax  are  empowered  to  make  in  respect  of  such 
dividends.  • 

14.447.  (2)  The  relevant  provisions  of  the  Inoome 
Tax  Act,  1918,  are  to  be  found  in  Schedule  O,  Third 
Set  of  Rules,  and  Schedule  D,  Miscellaneous  Rules, 
Rule  7 ; and  these  provisions  are  generally  known, 
briefly,  as  the  “ Foreign  Dividends  Sections.” 

14.448.  (3)  The  machinery  for  taxation  at  tho 
source  of  foreign  and  colonial  dividends  paid  through 
agents  in  the  United  Kingdom  applies  also  to  coupons 
for  such  dividends  which  are  payable  abroad  but  are 
realized  through  bankers  or  coupon  dealers  in  this 
country.  In  such  circumstances  the  banker  or  coupon 
dealer  is  deemed  to  be  “ a person  entrusted  with  the 
payment  of  dividends  ” and  as  such  .is  bound  to 
deduct  Income  Tax  from  the  proceeds  of  coupons 
collected  by  him  and  to  pay  over  to  the  Revenue  the 
amounts  so  deducted  in  the  manner  already  described. 

14.449.  (4)  If  the  person  entitled  to  receive  foreign 
or  colonial  dividends  is  not  resident  in  the  United 
Kingdom,  he  is  not  liable  to  Income  Tax  in  respect 
of  such  dividends  and  provision  is  made  for  him  to 
obtain  payment  in  full  from  the  paying  agent,  on 
receipt  of  satisfactory  evidence  of  non-residence  in 
this  country. 

14.450.  (5)  The  amount  of  Income  Tax  assessed  and 
collected  by  the  Special  Commissioners  for  the  year 
1918-19  in  respect  of  foreign  and  colonial  dividends 
was  about  £21,000,000. 

14.451.  (6)  On  the  whole  the  machinery  for  tax- 
ing such  dividends  works  well.  The  agents  entrusted 
with  payment  of  the  dividends  understand  their 
general  duties  and  they  are  in  the  habit  of  consulting 
the  officers  of  the  Inland  Revenue  Department  on 
points  of  difficulty.  Experience  has,  however,  shown 
that  the  law  might  be  altered  in  certain  directions 
with  advantage,  and  it  is  with  such  suggested  amend- 
ments that  this  evidence  is  intended  to  deal, 
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Inspection  of  books  amd  records  of  agents  entrusted 
with  the  payment  of  dividends. 

14.452.  (7)  An  agent  entrusted,  or  deemed  to  be 
entrusted,  with  the  payment  in  this  country  of 
foreign  and  colonial  dividends  is  required  on  demand 
to  deliver  “ true  and  perfect  accounts  of  the  amount 
of  all  such  dividends  ” for  the  use  of  the  Special 
Oommissioners  of  Income  Tax. 

14.453.  (8)  The  efficient  collection  of  the  tax 
obviously  depends  upon  the  accuracy  of  the  returns 
made  by  the  agents.  Such  agents  are  normally  the 
secretaries  of  London  branches  of  foreign  and  colonial 
companies,  or  bankers  or  financial  houses  of  consider- 
able standing,  and  there  is  no  reason  to  suggest  that 
these  agents  make  other  than  honest  returns. 

14.454.  (9)  Owing,  however,  to  the  limited  (or  non- 
existent) powers  of  examining  agents’  records  of 
dividends  paid,  the  Revenue  may  receive  less  than  at 
is  entitled  to  without  there  being  any  dishonesty  on 
the  part  of  the  agent  delivering  an  account. 

Actual  cases  of  the  types  mentioned  hereunder  have 
occurred  from  time  to  time:  — 

(a)  An  employee  of  the  agent  by  manipulating  the 

latter’s  books  may  falsify  an  entry  relating 
to  Income  Tax  deducted  and  so  appropriate 
an  amount  which  is  due  to  be  paid  over 
to  the  Revenue. 

(b)  An  agent  may  omit  to  deduct  Income  Tax 

from  a payment  in  the  belief  that  it  is  not 
technically  a “ dividend  ” or  that  dt  is 
payable  to  a non-resident  person  not  liable 
to  United  Kingdom  Income  Tax;  and  may 
in  consequence  exclude  such  item  from  his 
return.  The  question  of  liability  in  such 
a case  might  never  be  raised  with  the 
officers  of  the  Inland  Revenue  Department, 
who,  if  they  had  been  consulted,  might  not 
have  accepted  the  view  that  there  was  no 
liability. 

14.455.  (10)  The  weakness  of  the  Revenue  position 
lies  in  the  fact  that  the  Department  has  in  practice 
to  accept  without  question  accounts  rendered  by 
agents  containing  little  or  no  information  beyond  the 
amount  of  the  lump  sum  returned  for  assessment. 

14.456.  (11)  Rule  2 of  the  Third  Set  of  Rules  of 
Schedule  O of  the  Income  Tax  Act,  1918,  provides 
that  “ The  Special  Commissioners  shall  have  all  neces- 
sary powers  in  relation  to  the  examining,  auditing, 
checking  and  clearing  the  books  and  accounts  of 
dividends  delivered  under  the  authority  of  this  Act,” 
but  this  provision  relates  only  to  the  “ books  and 
accounts  delivered  ” to  the  Commissioners.  What  is 
required  is  an  express  power  to  compare  the  “ books 
and  accounts  delivered  ” with  the  books  and  accounts 
in  the  agent’s  hands  from  which  the  documents  de- 
livered have  been  prepared.  Certain  agents  are  ready 
to  assist  the  officers  of  the  Inland  Revenue  Depart- 
ment, on  application,  by  affording  them  access  to  their 
books  and  accounts,  but  this  permissive  investigation 
as  the  result  of  a willingness  which  is  not  universal 
and  which  is  probably  not  exhibited  in  the  very  cases 
in  which  investigation  is  most  desirable,  is  a poor 
substitute  for  the  compulsory  powers  which  should 
exist,  if  the  Revenue  is  to  be  protected  from  possible 
loss. 

14.457.  (12)  The  high  rates  of  Income  Tax  now  in 
force  render  this  question  one  of  considerable  im- 
portance to  the  Exchequer.  Agents  entrusted  with 
the  payment  of  dividends  are  remunerated  for  their 
services  in  deducting  and  paying  over  Income  Tax 
on  such  dividends,  and  it  is  suggested  that  the  time 
has  come  when  the  Department  should  be  equipped 
with  such  powers  of  inspection  and  examination  of 
agents’  books,  accounts  and  records  as  will  enable 
its  officers  to  exercise  an  effective  check  upon  the 
returns  and  accounts  rendered  to  the  Department, 
and  so  lead  to  the  assessments  by  the  Special  Com- 
missioners in  respect  of  foreign  and  colonial  divi- 
dends being  made  in  sums  with  the  correctness  of 
which  they  are  satisfied  instead  of  in  the  amounts 
entered  in  accounts  which  may  or  may  not  be  correct 
but  which  the  Commissioners  are  normally  not  in  a 
position  to  verify. 

14.458.  (13)  Whilst  the  Board  of  Inland  Revenue, 
and,  the  Board  understand  the  Special  Commis- 
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sioners  of  Income  Tax,  are  quite  clearly  of  opinion 
that  the  suggested  powers  of  inspection  ought  to  be 
given,  they  recognize  that  opposition  to  this  proposal 
may  arise  in  certain  quarters.  The  Board  do  not 
anticipate  that  opposition  would  be  general  or  wide- 
spread, and  they  think  that  any  objections  which 
might  be  raised  by  responsible  persons  or  firms  would 
be  likely  to  be  allayed  by  an  explanation  of  the  posi- 
tion. 

Income  Tax  on  dividends , etc.,  payable  to  persons  in 
the  United  Kingdom  by  British  registered  com- 
panies controlled  abroad. 

14.459.  (14)  A company  whose  seat  of  control  is  in 
the  United  Kingdom  is  assessable  to  United  Kingdom 
Income  Tax  on  the  whole  of  its  profits.  Having 
secured  the  full  amount  of  tax  due  to  it  by  taxing 
the  profits  as  they  arise  the  Revenue  is  not  entitled 
and  does  not  seek  to  tax  as  dividends  or  interest  any 
sums  which  such  a company  may  distribute  out  of 
profits  amongst  its  shareholders  or  creditors. 

14.460.  (15)  A company  whose  seat  of  control  is 
abroad  is  not  assessable  to  British  Income  Tax  on  the 
whole  of  its  profits,  but  only  on  such  part  (if  any) 
as  arises  from  trading  within  the  United  Kingdom. 
Accordingly  in  order  to  secure  taxation  at  the  source 
of  dividends  or  interest  paid  by  such  a company  to 
persons  residing  in  the  United  Kingdom1,  special 
provisions  are  necessary,  and  such  provisions,  as  repre- 
sented by  the  “ Foreign  Dividends  Sections,”  are  in- 
complete. 

14.461.  (16)  As  explained  above,  provision  is  made 
for  the  taxation  by  deduction  of  dividends,  &c.,  paid 
in  the  United  Kingdom  by  a foreign  or  colonial 
company,  the  method  adopted  being  to  require  the 
agent  (if  any)  entrusted  with  the  payment  of  such 
dividends  in  this  country  tQ  deduct  and  pay  over  to 
the  Revenue  the  Income  Tax  applicable  to  the  amount* 
of  dividends  passing  through  his  hands.  Where  tax 
cannot  be  collected  in  this  manner,  the  recipient  is 
liable  to  include  the  dividends  in  his  return  of  un- 
taxed income  for  direct  assessment  under  Schedule  D 
of  the  Acts. 

14.462.  (17)  The  provisions  mentioned  are  normally 
effective  to  secure  taxation  at  the  source  of  dividends 
paid  in  the  United  Kingdom  by  a foreign  company. 
The  Law  Officers  of  the  Crown,  however,  have  advised 
that  a company  whose  seat  of  control  is  abroad,  but 
whose  place  of  registration  is  British  must  be  regarded 
as  a British  and  not  as  a foreign  company,  and  conse- 
quently that  the  “ Foreign  Dividends  Sections  ” do 
not  apply  to  such  a company.  The  result  is  that  there 
is  no  suitable  machinery  for  taxing  at  the  source 
dividends  paid  in  this  country  by  a company  with 
British  registration,  but  controlled  from  abroad,  out 
of  profits  earned  abroad,  and  the  Revenue  may  be  left 
to  obtain  tax  in  such  cases  by  direct  assessment  of 
such  recipients  of  dividends  as  can  be  traced.  If  the 
shares  of  the  company  in  question  have  been  issued 
in  bearer  form  there  is  great  risk  of  serious  loss  of 
Revenue  in  such  cases. 

14.463.  (18)  The  question  of  repairing  this  hole  in 
the  Income  Tax  net  has  been  considered  from  time  to 
time,  and  a draft  clause  in  the  following  terms  was 
prepared  in  connection  with  the  abortive  Revenue 
Bill  of  1914:  — 

“ Where  the  interest,  dividends,  or  any  other 
annual  payments  payable  out  of  or  in  respect  of 
the  stocks,  funds,  or  shares  of  any  company  regis 
tered  in  the  Unitod  Kingdom  are  entrusted  to  any 
person  in  the  United  Kingdom,  for  payment  to 
persons  in  the  United  Kingdom,  and  are  not  paid 
out  of  profits  or  gains  charged  to  Income  Tax, 
Section  10  of  the  Income  Tax  Act,  1853  (which 
relates  to  the  charge  of  Income  Tax  on  the  divi 
dends  of  foreign  companies  entrusted  to  persons 
for  payment  in  the  United  Kingdom)  and  any 
enactment  applied  by  that  section  or  extending 
that  section  shall  apply  thereto  as  they  apply  t: 
interest,  dividends,  or  other  annual  payments  m 
respect  of  the  stock,  funds  or  shares  of  a foroign 
company.” 

14.464.  (19)  Owing  to  Parliamentary  exigencies  the 
Revenue  Bill  was  not  proceeded  with,  and  since  1914 
the  matter  has  remained  in  abeyance. 
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14.465.  (20)  It  is  not  infrequently  suggested  that  the 
imposition  of  the  Excess  Profits  Duty  and  the  great 
rise  in  the  standard  rate  of  Income  Tax  since  the  out- 
break of  the  late  war  may  induce  a certain  number  of 
companies  registered  in  this  country  to  transfer  their 
seat  of  control  abroad,  in  order  to  reduce  the  burden 
of  taxation.  In  that  event,  legislation  to  secure  de- 
duction of  Income  Tax  from  the  dividends  of  such 
companies  paid  to  shareholders  in  the  United  King- 
dom must  become  a matter  of  importance. 

14.466.  (21)  A clause  on  the  lines  indicated  in  para- 
graph 18  would  enable  the  Inland  Revenue  Depart- 
ment to  obtain  Income  Tax  by  collection  at  the  source 
whenever  an  agent  entrusted  with  the  payment  of  the 
dividends,  &c.,  of  such  a company  in  this  country  can 
be  discovered.  It  would  not  enable  tax  to  be  so  re- 
covered in  all  conceivable  circumstances  [e.g.,  where 
there  is  no  such  agent  in  this  country  and  drafts 
passing  through  banks  in  this  country  do  not  bear 
any  indication  that  they  have  been  drawn  in  payment 
of  dividends).  In  cases  of  this  type  the  Revenue 
would  perforce  continue  to  rely  on  the  inclusion  of 
dividends  received  in  the  return  of  the  recipient  for 
direct  assessment  under  Schedule  D. 

Income  Tax  on  foreign  and  colonial  dividends,  &c., 
paid  in  “ paper.” 

14.467.  (22)  In  normal  circumstances,  the  interest, 
dividends,  &c.,  payable  in  this  country  by  an  agent  of 
a foreign  or  colonial  State,  corporation  or  company 
are  paid  in  cash.  In  such  cases  the  provisions  already 
referred  to  generally  secure  deduction  at  the  source 
of  the  Income  Tax  applicable  to  the  dividends  in 
question,  and  the  payment  to  the  Revenue  of  the  tax 
so  deducted. 

14.468.  (23)  From  time  to  time,  however,  cases  are 
brought  to  the  notice  of  the  Inland  Revenue  Depart- 
ment in  which  interest  or  divfdends  are  about  to  be 

»paid  not  in  cash  hut  in  “ paper  ” — that  is  by  means 
of  a distribution  of  bonds,  shares,  notes  or  other 
securities.  This  method  of  payment  is  in  some  cases 
resorted  to  as  a means  of  meeting  a liability  for  which 
no  cash  is  available.  In  another  type  of  case  the 
company,  &c.,  concerned  may  hold  shares  in  another 
company  and  may  desire  to  distribute  such  holding 
amongst  its  own  shareholders  as  a dividend. 

14.469.  (24)  The  provisions  of  the  Income  Tax  Acts 
relating  to  foreign  and  colonial  dividends  were  drafted 
to  cover  the  case  of  dividends,  &c.,  payable  in  cash, 
and  are  ill-adapted  to  secure  at  the  source  the  tax 
on  dividends  paid  in  “ paper.”  Accordingly,  diffi- 
culties arise  in  connection  with  the  latter  class  of  pay- 
ments owing  to  the  weakness  of  the  taxing  machinery. 

14.470.  (25)  In  actual  practice,  as  soon  as  the  De- 

partment becomes  aware  of  the  contemplated  payment 
of  a “ paper  ” dividend  through  an  agent  in 
this  country,  negotiations  with  the  agent  are 
commenced  with  the  view  of  obtaining  payment 
of  Income  Tax  in  bulk.  Such  negotiations, 

when  successful,  usually  result  in  arrangements 
being  made  for  the  transfer  to  the  Revenue 
of  a proportion  of  the  “ paper  ” distributed 

varying  with  the  current  rate  of  Income  Tax.  Occa- 
sionally, instead  of  paying  tax  in  “ paper,”  an  agent 
will  pay  in  cash  on  an  agreed  valuation  of  the 
“ paper  ” which  is  to  be  distributed.  If  the  negotia- 
tions for  payment  of  tax  in  bulk  are  unsuccessful,  or 
if  the  distribution  has  been  made  before  the  Depart- 
ment is  made  aware  of  the  action  contemplated,  it  is 
usually — though  not  always — practicable  to  obtain  a 
list  of  shareholders,  &c.,  receiving  the  dividend,  and 
in  such  cases  the  individual  liabilities  are  dealt  with 
by  direct  assessment  of  the  recipients. 

14.471.  (26)  The  satisfaction  of  Income  Tax  liability 
by  tbe  transfer  to  the  Revenue  of  a proportion  of  the 

paper  “ distributed  is  usually  the  most  advan- 
tageous arrangement,  as  it  prevents  any  questions 
as  to  the  value  of  the  distribution  arising.  But  it  is 
open  to  several  minor  objections,  viz.:  — 

(a)  a normally  indivisible  unit,  e.g.,  a share  in  a 
company,  may  have  to  be  split,  or  special 
arrangements  may  have  to  be  made  in  order 
to  enable  the  amount  due  to  the  Revenue 
for  tax  and  to  the  individual  shareholders 
for  dividend  lees  tax  to  be  satisfied ; 


(5)  the  Revenue  is  not  always  willing  to  accept 
“ paper,”  e.g.,  where  it  takes  the  form  of 
partly  paid  shares  to  which  a liability  for 
unpaid  calls  may  attach; 

(c)  difficulties  (due  to  the  different  views  which 
may  be  held  as  to  the  cash  value  of  a 
11  paper  ” dividend)  may  arise  in  ascertain- 
ing the  amounts  repayable  to  shareholders, 
&c.,  from  whom  tax  has  been  deducted  in 
“ paper  ” and  who  are  liable  to  bear  In- 
come Tax  at  less  than  the  full  standard 
rate. 

14.472.  (27)  The  collection  in  bulk  of  the  Income 
Tax  due  in  cash  on  the  basis  of  an  agreed  valuation  of 
the  “ paper  ” which  is  to  be  distributed,  is  difficult  to 
arrange,  and  is  only  occasionally  resorted  to.  Not 
only  are  there  obstacles  in  the  way  of  agreeing  a 
valuation  as  between  the  agent  of  the  company  con- 
cerned and  the  Revenue,  but  there  is  the  further 
difficulty  that  the  agent  has  to  collect  a cash  payment 
from  each  person  to  whom  he  is  about  to  distribute 
“ paper  ” — a task  which  is  far  from  easy  in  cases 
where  the  value  of  the  “ paper  ” is  problematical. 

14.473.  (28)  The  assessment  of  each  of  the  individual 
recipients  of  a “ paper  ” dividend,  &c.,  is  only  resorted 
to  where  no  better  arrangement  for  the  satisfaction 
of  the  Income  Tax  liability  can  be  made.  The  dis- 
advantages of  this  course  as  compared  with  the  collec- 
tion of  tax  in  bulk — whether  in  “ paper  ” or  in  cash — 
are  obvious. 

14.474.  (29)  Another  problem  affecting  this  subject 
goes  deeper.  This  is  the  question  whether  a particular 
distribution  of  “ paper  ” is  a taxable  dividend  or  a 
non-taxable  distribution  of  capital.  This  question 
does  not  always  arise — there  are  numerous  “ paper  ” 
distributions  which  are  admittedly  distributions  of 
dividends ; but  at  the  present  time  it  arises  in  a 
considerable — and  continually  increasing — number  of 
cases  in  connection  with  Income  Tax  and  Super-tax, 
and  is  now  before  the  Courts  in  a particular  case. 
Whether  the  ultimate  decision  will  be  of  general 
application  is  open  to  doubt. 

14.475.  (30)  In  the  foregoing  circumstances  it  is 
suggested : — 

(1)  that  the  provisions  of  the  Income  Tax  Acts 

relating  to  foreign  and  colonial  dividends 
should  be  expressly  made  applicable  to 
foreign  and  colonial  dividends,  &o.,  paid  in 
any  form  other  than  cash  as  well  as  to  such 
dividends  payable  in  cash ; 

(2)  that  the  expression  “ dividends”  as  used  for 

the  purposes  of  such  provisions  should  be 
defined  so  as  to  cover  all  distributions  by 
foreign  and  colonial  companies  derived 
from  current  profits  or  accumulations  of 
past  profits; 

(3)  that  in  the  case  of  dividends,  &c.,  paid  in 

“ paper  ” (or  other  forms  than  cash)  the 
agents  should  be  required  by  law,  at  the 
option  of  the  Revenue — 

(i)  to  transfer  to  the  Revenue  the  appro- 

priate proportion  of  the  “ paper  ” 
distribution  as  representing  In- 
come Tax  thereon ; 

(ii)  to  account  for  the  Income  Tax  on  the 

“ paper,”  by  a cash  payment  based 
on  a valuation  of  the  amount  of 
“paper”  distributed,  with  a 
corresponding  power  to  the  agent 
to  recover  the  proper  proportion 
of  the  cash  payment  to  tho  Re- 
venue from  the  shareholders  par- 
ticipating in  the  distribution ; 
or  (iii)  to  furnish  on  requisition  a list  of  the 
names  and  addresses  of  the  persons 
participating  in  any  such  distribu- 
tion with  particulars  of  the 
amount  or  share  payable  to  each. 

These  suggested  powers  (sub-paragraph  (3))  would 
enable  the  Board  of  Inland  Revenue  on  a consideration 
of  the  varying  facts  of  particular  cases  to  select  the 
method  likely  to  be  best  suited  to  the  case  under 
review  without  in  any  way  altering  the  amount  of  tho 
burden  of  the  taxpayer. 
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Increases  in  the  rate  of  Income  Tax.  Collection  of 
Income  Tax  on  foreign  and  colonial  dividends  paid 
before  passing  in  the  House  of  Commons  of  the 
Resolution  fixing  the  rate  of  Income  Tax  for  the 
year. 

14.476.  (31)  The  rate  of  Income  Tax  to  be  deducted 
from  foreign  and  colonial  dividends  is  the  rate  in 
force  at  the  time  of  payment  of  the  dividends,  and, 
consequently,  in  years  in  which  the  rate  of  Income 
Tax  is  raised  and  the  Resolution  of  the  House  of 
Commons  authorizing  the  increased  rate  is  not  passed 
until  a date  later  than  the  5th  April,  an  insufficient 
amount  of  tax  is  deducted  from  all  foreign  and 
colonial  dividends  which  may  be  paid  by  the  agents 
between  the  5th  April  and  the  date  of  the  Resolution 
fixing  the  rate  of  tax.  (In  practice  insufficient 
deduction  are  made  until  a date  two  or  three  weeks 
after  the  date  of  the  Resolution,  as  dividend  cheques 
have  often  to  be  prepared  in  advance  of  the  actual 
dates  of  payment.) 

14.477.  (32)  Provision  is  made  by  section  211  of  the 
Income  Tax  Act,  1918,  for  recovering  the  balance  of 
tax  payable  in  respect  of  the  dividends  in  question. 
That  section  enacts  that  where  payments  on  account 
of  dividends  have  been  made  before  the  passing  of 
the  Act  imposing  Income  Tax  for  any  year  and  tax 
has  not  been  charged  thereon  at  the  rate  ultimately 
imposed  for  that  year,  the  amount  not  so  charged 
shall  be  charged  by  direct  assessment  of  the  persons 
entitled  to  the  dividends,  and  the  agents  entrusted 
with  the  payment  of  such  dividends  shall  furnish  to 
the  Board  of  Inland  Revenue  lists  containing  the 
names  and  addresses  of  the  persons  to  whom  payments 
have  been  made  and  the  amounts  of  such  payments. 

14.478.  (33)  On  receipt  from  the  agents  of  lists  of 
the  payments  in  question  it  is  the  practice  to  make 
application  from  Somerset  House  for  the  balances  of 
tax  payable.  In  the  year  1918-19  a Budget  Resolu- 
tion raising  the  standard  rate  of  Income  Tax  from 
5s.  to  6s.  in  the  £ was  passed  on  22nd  April,  1918, 
that  is,  about  two-and-a-half  weeks  after  the  com- 
mencement of  the  Income  Tax  year ; and  some  10,000 
applications  for  the  balances  of  tax  payable  in  respect 
of  deductions  from  foreign  and  colonial  dividends 
made  at  the  5s.  rate  had  to  be  addressed  to  the 
persons  receiving  the  dividends.  This  number  would 
have  been  very  greatly  increased  but  for  the  fact  that 
it  was  decided  (in  consequence  of  the  shortage  of  staff) 
to  take  no  steps  to  collect  the  balance  of  tax  payable 
unless  the  dividend  received  amounted  to  £10  or 
upwards. 

14.479.  (34)  When  in  the  late  autumn  of  1914  it  was 
proposed  to  raise  the  rate  Income  Tax  for  1914—15 
by  a second  Finance  Act  to  Is.  8d.  in  the  £,  the 
position  was  in  some  respects  similar  to  that  which 
arose  in  1918.  Owing,  however,  to  the  considerable 
portion  of  the  year  1914-15  which  had  already  elapsed, 
the  task  of  collecting  the  balance  of  tax  insufficiently 
deducted  from  recipients  of  foreign  and  colonial  divi- 
dends during  the  preceding  eight  months  would  have 
been  enormous,  and  in  those  circumstances  other  steps 
were  taken  to  meet  the  necessities  of  the  situation. 
By  the  provisions  of  the  Finance  Act,  1914  (Session  2), 
section  12,  and  the  Statutory  Regulations  made  there- 
under, such  deductions  were  to  be  made  from  divi- 
dends paid  between  the  5th  December,  1914  (the  date 
from  which  the  Act  became  operative)  and  5th  April, 
1915  (the  end  of  the  fiscal  year)  as  would  make  the 
total  amount  of  tax  deducted  equal  to  Is.  8d.  in  the  £ 
on  the  dividends  paid  during  the  whole  year.  Where, 
however,  no  further  dividends  were  paid  between  the 
dates  mentioned,  provision  was  made  for  lists  of 
names  and  addresses  to  be  furnished  to  the  Inland 
Revenue,  and  for  the  deficiency  in  the  tax  to  be 
collected  in  the  manner  now  provided  by  section  211 
of  the  Income  Tax  Act,  1918. 

14.480.  (35)  The  collection  of  these  balances  of  tax 
from  a large  number  of  individuals  gives  rise  to  a 
good  deal  of  misunderstanding  and  friction.  The 
applications  for  the  balances  of  tax  due  cannot  in 
Ordinary  circumstances  be  made  until  several  months 
have  elapsed  from  the  date  when  the  relative  dividends 
were  paid,  by  which  time  not  only  have  most  of  the 
persons  concerned  forgotten  all  about  the  matter, 
but  some  have  removed,  sold  their  shares,  or  taken 
some  other  step  which  renders  it  difficult  or  im- 
possible to  discover  the  persons  liable  to  pay  the 
balance  of  tax.  Moreover,  as  already  stated,  very 


small  amounts  of  tax  are  hardly  worth  the  cost  of 
collecting.  These  difficulties  result  in  an  appreciable 
leakage  of  revenue. 

14.481.  (36)  In  these  circumstances  it  is  suggested 
that  statutory  provision  should  be  made  for  any 
balance  of  duty  payable  in  consequence  of  the  deduc- 
tion of . tax  at  an  insufficient  rate  to  be  made  good 
either  in  the  manner  prescribed  by  section  211  of  the 
Income  Tax  Act,  1918,  or  alternatively,  at  the  option 
of  the  Inland  Revenue,  by  deduction  from  the  next 
subsequent  dividend  which  may  be  paid,  that  is,  in 
the  manner  laid  down  by  section  12  of  the  Finance 
Act,  1914  (Session  2),  and  the  Statutory  Regulations 
made  under  that  section.  A provision  of  this 
character  would,  it  is  believed,  give  rise  to  no 
opposition  on  the  part  of  the  public  and  would  be  a 
convenience  both  to  taxpayers  and  to  the  adminis- 
tration. It  may  be  added  that  the  course  which  it  is 
suggested  should  be  made  legal  is  occasionally  resorted 
to  by  agents  at  the  present  time  without  any  statutory 
authority,  and  that  where  such  step  has  been  taken  no 
serious  objection  is  known  to  have  been  raised  to  it. 

[This  concludes  the  evidence-in-chief.'] 

14.482.  Chairman : We  have  had  the  pleasure  of 
seeing  you  here  a number  of  times? — That  is  so. 

14.483.  And  we  shall  hope  to  see  you  again;  every 
time  that  you  come  you  add  something  to  our  know- 
ledge?— Thank  you. 

14.484.  Mr.  Mackinder:  On  the  subject  of  undis- 
tributed profits  of  companies,  you  refer,  in  paragraph 
30  of  your  paper  No.  I.,  to  methods  being  adopted  by 
other  legislatures.  You  call  them  methods  A.  and 
B.  I may  take  it  you  recognize  the  necessity  for 
some  action  as  soon  as  possible  to  cope  with  the  loss 
of  revenue? — We  certainly  do  recognize  that  neces- 
sity. 

14.485.  May  I take  it  that  your  final  suggestion 
in  regard  to  private  companies  is  contained  in  para- 
graph 59  of  your  paper  No.  I.? — That  is  the  final 
suggestion  for  an  immediate  remedy. 

14.486.  Now  with  regard  to  public  companies:  you 
would  give  them  the  option,  I take  it,  of  being 
treated  either  as  private  companies  under  your 
scheme  A.  [see  par.  14,3961,  or  that  they  should  deal 
with  the  liabilities  of  their  shareholders  in  respect  of 
that  bonus  as  and  when  those  assets  are  distributed? 
— As  and  when  those  assets  are  distributed.  Of 
course,  speaking  purely  as  Revenue  officials,  we 
should  naturally  look  with  considerable  favour  on 
the  wider  scheme  that  I talk  about  in  the  earlier  part 
of  the  paper ; but  we  recognize  that  we  might  inter- 
fere very  much  with  legitimate  business  if  we  asked 
for  those  very  wide  powers,  in  the  first  instance  at 
any  rate. 

14.487.  You  deal  with  the  change  in  the  rate  cf 
Income  Tax  between  the  time  of  assessment  and  the 
time  of  distribution,  say  several  years? — I think  if 
we  were  dealing  with  the  distribution  of  bonus 
shares,  we  should  normally  expect  the  tax  at  the  rate 
in  force  at  the  time  of  the  distribution. 

14.488.  That  is  in  regard  to  Income  Tax? — And 
Super-tax.  We  should  look  upon  that  distribution 
as  the  payment  of  a dividend,  and  a dividend  is 
taxable  for  Super-tax  purposes  when  it  is  receivable 
by  the  shareholder,  and  not  before. 

14.489.  That  is  to  say,  you  would  tax  according  to 
each  shareholder’s  position  under  the  Income  Tax  at 
the  time  of  distribution? — Yes. 

14.490.  With  regard  to  the  avoidance. of  Super-tax 
by  the  alienation  of  income,  the  principle  that  you 
have  in  mind  is  that'  there  must  be  a genuine 
alienation  ; it  must  actually  deprive  the  settlor  of  the 
income  of  the  estate  from  which  it  arises? — Yes.  I 
think  if  the  settlor  retains  any  power  over  that  in- 
come, we  should  be  entitled  to  tax  it.  If  he  really 
finally  divests  himself  of  the  income,  subject  to  what 
we  have  said  in  paragraph  12  [in  paper  No.  III.],  I 
think  we  could  do  nothing.  I think  if  he  finally 
deprives  himself  of  his  income,  with  that  exception, 
we  are  bound  to  accept  the  consequence.  He  has 
lost  the  income  and  we  must  lose  the  tax.  But  if 
he  makes  a settlement  which  is  revocable,  or  a settle- 
ment directly  or  indirectly  in  favour  of  any  child, 
then  we  do  suggest  that  we  should  have  power  to  dis- 
regard that  settlement,  and  to  treat  it  as  still  part 
of  the  settlor’s  income. 
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14.491.  In  the  case  of  unmarried  minors,  would  you 
have  it  that  the  alienation  must  not  merely  be  in  lieu 
of  income  which  the  settlor  would  have  to  spend  in 
any  event? — That,  of  course,  is  the  evil  that  we  aim 
at. 

14.492.  How  would  you  cure  that? — I think  pos- 
sibly we  should  have  to  have  powers  to  charge  any 
alienation  in  favour  of  such  a minor.  Whether 
there  could  be  a limitation  so  that  it  was  not  neces- 
sary for  us  to  charge  except  in  cases  where  the 
settlor  was  really  evading  his  liability  of  maintain- 
ing the  infant,  1 do  not  know.  I am  very  doubtful 
whether  such  a limitation  would  be  practicable. 

14.493.  It  would  involve  a good  deal  of  inquisition, 
would  it  not,  into  internal  family  economics? — It 
would,  certainly,  if  it  was  limited  in  that  way.  Our 
suggestion  rather  is  that  we  should  have  a rather 
wider  power,  so  that  we  should  not  be  asked  to 
inquire  into  that.  In  other  words,  if  the  man  gives 
to  his  children  we  should  have  power  to  regard  the 
income  as  the  father’s  income  without  inquiring  into 
his  motives.  I fear  that  if  we  were  restricted  and 
had  to  make  an  inquiry  into  his  motives  the  whole 
provision  might  become  very  nearly  unworkable. 

14.494.  Mr.  Walker  Clark : You  would  have  the 
power  for  the  purpose  of  exercising  it,  not  merely 
platonic  power? — Quite.  We  should  have  the  power 
for  the  purpose  of  exercising  it. 

14.495.  Mr.  Mackinder:  Now,  I want  to  ask  you 
about  what  is  a very  important  matter,  I think,  and 
a very  practical  matter  at  the  present  time.  That 
is  in  regard  to  the  steps  to  secure  the  correct  assess- 
ment of  Super-tax.  You  have  given  us  general  state- 
ments. Have  you  any  particulars  of  specific  cases 
showing  the  methods  adopted  for  the  avoidance  of 
Super-tax? — As  regards  the  question  of  methods,  that 
is  dealt  with  in  my  paper  on  non-distribution  of 
profits  and  bonus  shares.  But  I have  here  some 
tables*  which  I should  like  very  much  to  show  the 
Commission. 

14.496.  Do  you  wish  to  place  any  evidence  before 
the  Commission  on  this  subject  which  would  be  useful 
to  us,  but  which  you  think  had  better  not  be  printed, 
because  it  might  be  a signpost  to  other  evaders? — I 
was  going  to  ask  that  these  tables  should  not  be 
printed,  although  my  reasons  were  rather  different. 
My  reason  is  that  they  relate  to  specific  cases, 
although  names  are  not  given.  The  figures  aTe  actual 
figures.  Therefore  I was  going  to  ask,  with  your  per- 
mission, that  they  should  not  be  printed.  These  tables 
are  intended  to  illustrate  the  ineffectiveness  of  the 
present  penalties.  The  penalty  at  present  for  not 
making  a Super-tax  return,  or  for  not  giving  notice  of 
liability,  as  I have  explained  in  that  paper,  is  £50. 
It  is  perfectly  true  that  after  judgment  has  been 
obtained  for  that  penalty  of  £50  for  not  making  a 
return,  there  is  power  to  inflict  another  penalty  of 
£50  a day  for  the  time  during  which  the  default 
continues.  But,  of  course,  that  is  useless  to  us  in 
the  normal  case,  because  once  you  have  obtained 
your  judgment  for  the  penalty,  in  comes  the  return, 
and  no  further  penalty  can  be  obtained.  We  get 
the  £50  penalty,  or  we  may  get  the  £50  penalty, 
but  the  liability  which  the  taxpayer  may  have 
escaped  is  a very  great  deal  more ; and  in  the  last 
column  of  the  top  sheet  I have  given  particulars  of 
the  difference  between  the  Super-tax  on  the  income 
as  returned,  and  on  the  income  as  finally  disclosed. 
In  the  first  case,  for  three  years  that  difference  is 
£410,  £267,  and  £1,471.  Now,  that  individual,  by 
making  his  false  return,  was  really  only  liable  to  a 
penalty  of  £50,  and  he  stood  a very  good  chance  of 
escaping  Super-tax  on  those  larger  amounts;  and  so 
with  the  other  cases.  It  would  pay  him  to  make 
a false  return,  because  our  penalties  were  so  inade- 
quate. If  we  had  power,  as  we  suggest  here,  to 
obtain  a penalty,  not  only  of  £50,  but  of  £50  and 
either  double  or  treble  (treble  is  the  figure  in  the 
Income  Tax)  the  duty  which  he  has  evaded,  then 
it  would  no  longer  pay  him  to  take  that  risk.  Treble 
the  amount  that  he  has  evaded  is  the  Income  Tax 
penalty. 

14.497.  Treble  the  amount  of  the  Super-tax  which 
iie  has  evaded? — Treble  the  amount  of  the  Super-tax. 

14.498.  That  is  your  suggestion? — (That  is  the  sug- 
gestion. 

*Not  reproduced. 


14.499.  Your  suggestion  amounts  to  this;  that  you 
want  a detailed  return,  so  that  the  items  of  income 
may,  if  necessary,  be  specifically  checked,  and  you 
want  that  to  be  subject  to  this  heavy  penalty? — - 
Yes,  that  is  so.  Of  course,  the  first  part,  the  details 
of  the  income,  we  do  regard  as  most  important. 

14.500.  You  are  only  asking  for  the  same  descrip- 
tion of  powers  in  regard  to  Super-tax,  as  now  exist 
in  the  case  of  Income  Tax,  and  no  more? — And  no 
more;  with  just  this  one  little  addition,  that  there 
is  no  penalty  in  the  Income  Tax  for  failure  to  give 
notice  of  liability  to  Income  Tax.  It  is  hardly 
necessary,  and  as  the  tax  begins  at  £131,  I do  not 
think  anyone  would  suggest  that  there  should  be  such 
a penalty.  But  there  is  a penalty  for  failing  to 
give  notice  of  liability  to  Super-tax,  a £50  penalty, 
and  we  suggest  that  that  penalty,  which  is  a Super- 
tax penalty  only,  should  be  £50  and  treble  duty. 

14.501.  Your  suggestion  is,  the  same  rules  in  the 
case  of  the  Income  Tax,  with  that  addition? — With 
that  addition. 

14.502.  Is  that  the  only  addition? — That  is  the 
only  addition. 

14.503.  In  other  words,  at  the  present  time  you 
have  weaker  powers  than  in  the  case  of  the  Income 
Tax? — We  have — distinctly  weaker  powers. 

14.504.  Mr.  Armitag  e-Smith : Is  the  term  “ pri- 
vate company  ” defined  by  Statute  at  the  present 
time? — Yes;  there  is  a difference  in  the  Companies’ 
Act  between  a private  company  and  a public  com- 
pany. 

14.505.  And  you  desire  to  amend  that  distinction? 
— For  the  .purposes  of  this  legislation  which  we  sug- 
gest, we  should  desire  to  treat  certain  public  com- 
panies as  private  companies. 

14.506.  Why  do  you  think  it  unnecessary  to  have 

a penalty  for  failure  to  disclose  liability  to  Income 
Tax? — Of  course  that  is  really  a little  outside  my 
evidence,  but  it  does  seem  to  me  that  one  could 
hardly  think  of  imposing  a penalty  on  a weekly 
wage-earner  with  £2  10s.  a week,  because  he  had 
not  taken  the  initiative  in  writing  to  the  Surveyor 
of  Taxes  and  saying:  “ I am  liable  to  Income 

Tax.” 

14.507.  I am  not  quite  .clear  what  jour  action 
would  be  in  this  operation.  Supposing  a parent 
transfers  money  to  trustees  other  than  himself  or 
his  wife,  subject  to  the  trust  that  they  are  to  apply 
the  money  for  the  maintenance  and  education  of 
his  child,  leaving  the  question  of  all  capital  and 
control  over  the  application  of  the  interest,  do  you 
desire  to  bring  such  income  under  review  as  the 
income  of  the  parent  or  not? — Yes,  if  the  income  is 
to  be  applied  for  the  benefit  of  the  infant  child.  I 
do  not  think  we  can  stop  this  trouble  without  somo 
power  of  that  kind. 

14.508.  I suppose  you  do  not  want  to  prevont  the 
creation  of  the  trust,  but  you  want  to  prevent  tho 
loss  of  revenue  following  thereupon? — Precisely. 

14.509.  Supposing  there  was  a power  to  ignoro, 
for  Income  Tax  and  Super-tax  purposes,  any  such 
trust,  would  you  make  the  law  retrospective  or  not; 
that  is  to  say,  would  you  apply  it  to  the  trusts 
created  before  the  legislation  in  question  was  passed  ? 
— As  regards  future  years’  liability,  I think  I should. 
I certainly  do  not  think  we  should  rake  up  past 
years’  Super-tax ; but  as  regards  future  years’  lia- 
bility, I see  no  reason  why  we  should  not  treat  every- 
body alike.  But  I can  quite  see  that  two  views 
might  be  taken  as  to  the  desirability  of  going  as  far 
as  that. 

14.510.  A parent  who  does  such  a thing  at  tho 
present  time  is  acting  strictly  in  accordance  with 
the  law,  and  deserves,  therefore,  some  consideration 
on  that  ground,  does  he  not? — That  may  possibly 
be  so.  Of  course  another  view  may  be  that  while 
he  is  acting  strictly  in  accordance  with  the  law,  vet 
he  is  making  deliberate  use  of  the  law  to  get  out  of 
payment  of  Super-tax.  I do  not  say  that  is  60  in 
every  case  for  a moment,  but  there  are  cases  in 
which  that  is  so,  and  we  have  as  clear  evidence  as 
we  can  reasonably  expect  to  get. 

14.511.  The  law  can  only  inquire  into  the  facts,  not 
into  the  motives? — That  is  so. 

14.512.  Mr.  Marks : Your  method  B (in  paragraph 
31  of  your  paper  No.  1),  the  one  you  suggest  on  the 
question  of  undistributed  profits  and  avoidance  of 
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Super-tax,  is  worked  out  in  greater  detail  in  scheme 
B (see  para  14,397),  is  it  not  ? — Yes. 

14.513.  That  is  the  same  thing? — It  is  the  same 
thing,  but  method  B is  a general  method  which  we 
have  discovered  in  the  legislation  of  other  countries, 
and  scheme  B is  an  attempt  to  apply  that  method  to 
our  own  tax. 

14.514.  I will  turn  to  scheme  B — the  final  para- 
graph, Repayments.  “If  Additional  Tax  has  been 
paid  in  respect  of  any  profits  which  are  subsequently 
distributed  as  income,  the  company  to  be  entitled  to 
repayment  without  interest  of  the  amount  of  tax 
paid  in  respect  of  such  profits.”  The  company  to 
obtain  repayment  from  the  shareholders  by  deduc- 
tion?— No;  what  I meant  there  was  this.  When  the 
company  makes  the  profits  and  refrains  from  dis- 
tributing them,  we  get  this  Additional  Tax  from  the 
company.  Later  on,  when  the  company  distributes 
these  profits  as  an  ordinary  dividend,  as  income,  we 
then  get  Super-tax  from  the  recipient  of  that  income 
in  the  ordinary  way,  and  therefore  we  say  to  the 
company,  “we  will  repay  you  that  tax  which  we 
collected  from  you,  because  it  has  now  been  accounted 
for  in  the  ordinary  way  by  the  person  who  is  liable 
to  Super-tax.”  We  do  not  want  it  twice. 

14.515.  But  how  would  you  determine  the  rate  of 
tax  which  the  company  should  pay? — In  the  first 
instance,  I have  put  in  a square  bracket,  leaving  the 
rate  open,  but  to  prevent  evasion  entirely,  the  rate 
ought  to  be  the  maximum  rate  of  Super-tax  in  force 
for  the  time  being. 

14.516.  Would  a shareholder  have  a right  to  re- 
payment from  the  Revenue  to  the  extent  that  he 
had  been  overtaxed  through  the  company? — No.  The 
company  would  have  the  right  of  repayment.  The 
shareholder  would  have  no  right  of  repayment  against 
us  at  all.  The  shareholder,  when  ho  got  his  dividend, 
would  bring  his  dividend  into  his  Super-tax  return, 
and  pay  Super-tax  upon  it.  At  that  point,  the  com- 
pany would  say  to  us,  “ This  undistributed  profit 
which  you  have  taxed  in  our  hands  has  now  been 
distributed,  and  you  will  get  your  tax  on  it  from  the 
recipient  of  the  dividend;  therefore  repay  us  the  tax 
you  collected  from  us  in  the  first  instance.” 

14.517.  But  might  not  that  tax  which  you  have 
collected  from  the  company  in  the  first  instance  (of 
course  it  depends  on  the  rate  at  which  you  impose  it 
on  the  company)  be  more  or  less  than  the  shareholder 
is  actually  called  upon  to  pay  ? — It  can  never  be  less ; 
it  certainly  might  be  more.  In  very  many  cases  it 
would  be  more,  because  I suggested  in  answer  to  your 
last  question  that  the  rate  might  bo  4s.  6d.,  the 
maximum  rate  of  Super-tax,  whereas  of  course  there 
are  many  Super-tax  payers  who  are  not  liable  to  pay 
at  the  maximum  rate. 

14.518.  In  paragraph  31  of  your  paper  No.  I,  under 
method  B,  you  say  that  method  B,  whilst  promising 
to  be  much  more  workable  and  generally  satisfactory 
from  a purely  Revenue  point  of  view,  has  unfortunate 
reactions  in  other  directions.  Could  you  specify  those 
reactions,  or  some  of  them,  the  more  important  ? — The 
particular  point  I had  in  mind  was  the  very  great 
danger  that  we  might  have  if  what  I will  call  the 
unlimited  scheme  B were  in  force,  of  our  taxing  a lot 
of  company  reserves  which  it  might  be  held  were 
really  held  up  by  the  company  from  distribution  for 
legitimate  business  purposes,  and  that  we  ought  not 
to  tax  them.  That  is  the  reaction  we  had  in  mind. 

14.519.  In  the  paper  on  assessment  of  Income  Tax 
on  foreign  and  colonial  dividends  [paragraph  30  (3) 
of  Paper  No.  V.],  you  suggest  that  the  agents  for 
the  distribution  of  these  foreign  or  colonial  divi- 
dends, when  the  distribution  has  been  made  in  paper, 
should  be  called  on  “to  account  for  the  Income  Tax 
on  the  ‘ paper  ’ by  a cash  payment  based  on  a valua- 
tion of  the  amount  of  ‘ paper  ’ distributed,  with  a 
corresponding  power  to  the  agent  to  recover  the 
proper  proportion  of  the  cash  payment  to  the 
Revenue  from  the  shareholders  participating  in  the 
distribution.”  First  of  all,  the  circumstances  which 
necessitate  the  payment  in  paper  are  generally  such 
as  to  prevent  the  company  having  any  cash  resources 
out  of  which  they  could  pay  a cash  tax? — That  is  so 
in  many  cases,  and  that  ia  why,  in  numerous  cases 
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at  the  present  time,  we  adopt  method  (i)  by  agree- 
ment; that  is,  we  take  a portion  of  the  paper. 

14.520.  But  you  prefer  the  second  alternative,  do 
you  not;  at  least,  I gather  so? — I think  not.  We 
really  have  to  decide  according  to  the  facts  of  par- 
ticular cases,  and  we  are  constantly  doing  that  at 
the  present  time,  by  arrangement.  I have  known 
numerous  cases  in  which  we  have  taken  paper,  and 
I have  also  known  other  cases  in  which  we  have 
accepted  a valuation  and  taken  cash. 

14.521.  Do  you  think  those  alternatives  should  be 
at  the  option  of  the  Revenue  and  not  of  the  com- 
pany?— I certainly  think  that  the  Revenue  should 
have  the  option,  for  this  reason : the  company  would, 
I think,  in  a very  large  number  of  cases,  say:  “ We 
will  take  option  (iii) ; we  will  give  you  a list  of 
the  names  and  addresses  of  the  shareholders,  and 
you  can  fight  it  out  with  10,000  people.”  We  want 
to  get  the  tax  at  the  source,  if  possible,  where  it 
is  practicable  to  do  so. 

14.522.  Yes,  I can  quite  believe  that,  particularly 
in  the  circumstances  which  necessitate  vhe  exercise 
of  one  of  these  options.  But  it  seems  to  me  that 
it  would  be  extremely  difficult  in  any  case  to  recover 
anything  except  paper  from  either  the  company  or 
the  shareholder? — May  I just  say,  in  answer  to  that, 
that  there  are  quite  a considerable  number  of  cases 
in  which  we  are  able  to  do  that,  and  do  do  it — not  a 
large  number,  but  within  my  experience  from  time 
to  time  during  the  last  four  years  in  which  I have 
been  engaged  on  this  particular  work  or  have  seen 
something  of  it,  several  cases  have  occurred.  We 
have  had  a fairly  considerable  number  of  cases  in 
which  we  have  been  able  to  make  that  arrangement 
with  the  companies. 

14.523.  The  arrangement  of  a cash  basis? — Yes. 
I think  perhaps  I ought  to  mention,  in  that  con- 
nection, that  some  of  those  cases,  and  perhaps  the 
type  of  case  in  which  it  is  most  easy  to  arrange  for 
a settlement  on  that  basis,  are  cases  of  a foreign 
Government  loan.  A foreign  Government  will  some- 
times, through  its  agent,  make  arrangements  to  pay 
us  cash  on  a valuation,  and  it  has  money  with  which 
to  do  it. 

14.524.  Yes;  I see  there  might  be  a very  consider- 
able distinction  between  a foreign  Government  and  a 
foreign  company? — There  might.  Of  course,  I quite 
admit  that  in  some  cases  a foreign  company  may 
have  no  funds  in  hand,  but  in  that  case  we  should 
not  expect  a cash  payment;  we  should  recognise  that 
we  could  not  get  it. 

14.525.  My  point  rather  is  that  in  the  event  of  a 
difference  of  opinion  between  the  Revenue  and  the 
company  or  its  agents,  there  might  be  very  consider- 
able hardship  imposed  on  the  company  by  a collect’ on 
in  cash,  if  it  afterwards  turned  out  that  the  objec- 
tions of  the  company  to  a cash  payment  were  valid. 
I think  it  is  dangerous,  from  the  point  of  view  of 
such  companies  as  might  come  under  this  regulation, 
that  the  option  should  be  with  the  Revenue,  unless 
you  are  going  to  give  some  right  of  appeal  to  the 
company? — I was  just  about  to  say  that  I see  no 
objection  whatever  to  giving  the  company  a right  of 
appeal,  say,  to  the  Special  Commissioners. 

14.526.  Mr.  Synnott:  With  regard  to  these  trans- 
fere,  you  propose  to  tax  the  income  from  a separate 
fund  made  by  an  irrevocable  settlement,  provided  the 
charge  is  for  the  benefit  of  an  unmarried  infant 
child.  That  is  paragraph  12  of  your  Paper  No.  III.  ? 
— Yes. 

14.527.  And  in  the  other  case  where  it  is  taken  by 
the  settlor,  either  as  to  capital  or  income? — Yes. 

14.528.  Why  do  you  confine  it  to  the  case  of  a 
child?  I want  to  test  the  logic  of  this.  Supposing 
a man  made  an  irrevocable  settlement  in  favour  of 
his  sons  and  daughters  who  were  not  under  ago, 
and  supposing  it  had  the  effect  of  taking  away  some 
of  his  income  for  Income  Tax  purposes  and  for 
Super-tax  purposes,  what  would  you  say  as  to  that? 
— If  a taxpayer  parts  with  his  income  to  his  son 
or  his  daughter  who  is  of  full  age  and  whom  he  is 
under  no  legal  liability  to  maintain,  I do  not  think 
we  could  go  so  far  as  to  challenge  that  transaction. 

14.529.  Neither  do  I,  but  I want  to  test  the  merit 
of  your  first  transaction.  If  you  abandon  the  test 
of  the  object  of  defrauding  the  Revenue  you  are 
landed  into  a sea  of  difficulties,  because  the  income 
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is  taken  away  from  a man  equally  effectually  in  the 
first  case  as  in  the  second? — Is  there  not  a differ- 
ence? 

14.530.  What  is  the  difference? — There  is  the 
difference  that  in  the  first  case  if  the  child  is  a 
minor  the  parent  is  under  legal  liability  to  maintain 
that  minor. 

14.531.  And  the  answer  is:  “ yes,  I have  not  only 
done  that,  but  I have  actually  handed  over  a sum 
to  trustees  so  that  they  can  do  it”? — But  if  he 
hands  a sum  over  to  trustees  so  that  they  may  main- 
tain his  child  whom  he  is  under  an  obligation  to 
maintain,  then  he  gets  out  of  an  expense  which  other 
parents  have  to  bear  without  obtaining  any  allow- 
ance for  Super-tax  purposes. 

14.532.  The  Income  Tax  Acts  already  recognize 
that — and  we  are  asked  to  extend  it  by  an  abatement 
for  Income  Tax  in  respect  of  the  child? — Not  within 
the  Super-tax  range. 

14.533.  But  this  applies  to  Income  Tax  as  well  as 
Super-tax? — In  so  far  as  that  parent  has  a child 
and  his  income  is  below  the  required  limit,  he  would 
get  the  children  allowance ; he  would  not  be  deprived 
of  that  children  allowance.  All  that  we  ask  is  that 
where  he  transfers  his  income  for  the  benefit  of  a 
child  whom  he  is  liable  to  maintain,  the  amount  for 
the  maintenance  of  the  child  should  not  be  deducted 
from  his  income  for  Income  Tax  and  Super-tax 
purposes,  as  it  would  be. 

0,4,534.  As  you  say,  you  see  a difficulty.  First 
of  all,  you  extend  this  area  of  inquisition  enor- 
mously— to  every  private  family,  and  as  circum- 
stances change,  the  whole  thing  will  fall.  Take  the 
children  who  are  now  minors;  they  will  become  men 
of  age  and  then  your  settlement  is  good? — Yes,  I 
think  it  is ; I think  it  must  be. 

14.535.  Then  are  you  going  to  treat  a settlement 
as  bad  one  year  and  good  the  next?— I said  it  is 
good  when  the  child  is  of  age,  because  the  liability 
to  maintain  the  child  has  ceased. 

14.536.  We  had  it  from  another  witness,  and  I 
confess  the  more  I think  of  it  the  less  can  I see  that 
for  Income  Tax  purposes  it  has  anything  to  do  with 
the  liability  to  support  the  child ; and  I suggest  that 
you  are  pursuing  a dangerous  course  and  you  are 
extending  the  inquisitorial  powers  in  every  direc- 
tion, and  this  is  quite  beyond  the  point  you  should 
go.  You  want  to  upset  a perfectly  legitimate  trans- 
action, and  you  go  so  far  as  to  upset  cases  that  have 
been  done  in  the  past  and  upon  which  further 
settlements  and  family  arrangements  depend? — I 
think  I said  in  answer  to  another  member  that  as 
regards  the  past  it  might  be  possible  to  distinguish 
between  the  one  and  the  other. 

14.537.  Super-tax  is  now  payable  on  the  gross  in- 
come, that  is  to  say,  the  income  without  the  Income 
Tax  deducted? — Yes,  that  is  so. 

14.538.  If  you  treated  it  as  a tax  on  the  net  it 
would  be  a very  much  higher  rate,  would  it  not, 
than  the  published  rates? — If  you  taxed  on  the  net 
and  put  up  your  rates  of  course  it  would  come  to  the 
same  thing. 

14.539.  But  you  do  not  think,  for  the  purpose  of 
showing  people  what  the  real  rate  is,  it  would  be  very 
desirable  that  the  public  should  know  what  in  fact 
that  rate  is — because  it  is  a very  much  higher  rate? 
—May  I respectfully  suggest  this?  A man  is  liable 
at  present  to  Income  Tax  at  6s.  in  the  £,  and  to 
Super-tax  at,  let  us  say,  4s.,  making  a total  of  10s. 
That  really  comes  to  this : that  out  of  every  pound  of 
his  income  the  State  takes  10s.  and  he  takes  10s. 
Now  it  seems  to  me  that  what  we  do,  instead  of  say- 
ing: “ your  liability  is  10s.  in  the  £,”  is  that  we  say 
to  Rim : “ your  liability  is  6s.  in  the  £ plus  4s.  in  the 

14.540.  Yes,  but  it  Is  4s.  in  the  £ on  an  income 
nearly  one-third  of  which  he  does  not  receive  at  all ; 
he  never  gets  it;  if  it  is  deducted  at  the  source  he 
nover  touches  it? — Precisely,  but  that  argument  would 
lead  us  to  this : that  we  might  conceivably  collect  our 
total  tax,  not  in  Income  Tax  and  Super-tax,  but  in 
Income  Tax  and  Super -tax  and  super  Super-Tax. 

I suggest  that  the  total  rate  in  the  pound  is  the  thing 
to  consider,  and  out  of  one  sovereign  the  State  is 
to  take  so  much  and  the  taxpayer  is  to  be  left  with 
so  much. 

14.541.  You  are  aware  that  Income  Tax  payers 
do  feel  it  is  rather  a grievance  that  they  are  paying 


a tax  on  income  which  in  fact  they  never  receive 
when  it  is  deducted  at  the  source? — I have  heard  that 
point  made,  of  course. 

14.542.  And  the  published  rates  do  not  really  give 
you  the  whole  truth  of  the  matter? — With  great  res- 
pect I should  not  take  that  view.  I think  the  pub- 
lished rates  really  do  give  the  whole  truth  of  the 
matter.  I think  it  is  owing  to  a misapprehension 
of  the  position  by  the  taxpayer. 

14.543.  There  is  another  difficulty  which  may  come 
in  practice,  which  is  this.  Your  Super-tax  is  based 
on  your  income  of  last  year? — Yes,  your  income  as 
liable  to  Income  Tax  for  last  year. 

14.544.  Now  where  the  tax  on  a man’s  whole  in- 
come, or  nearly  his  whole  inoome,  is  deducted  at 
the  source,  usually  he  does  not  return  his  income  at 
all,  and  there  is  no  assessment? — No  assessment  to 
Income  Tax;  that  is  so. 

14.545.  Supposing  he  says:  “ But  I am  entitled 
to  certain  deductions;  I have  never  had  an  oppor- 
tunity of  claiming  them,  because  Income  Tax  is 
always  deducted  at  the  source,”  and  he  gete  then  a 
claim  for  Super-tax,  and  it  is  based  on  the  assess- 
ment of  last  year;  his  assessment  of  last  year  is 
really  only  his  income  as  represented  by  a number 
of  dividend  warrants? — Yes,  but  he  is  entitled  to 
claim  any  deductions. 

14.546.  From  whom  can  he  claim  them? — Would 
you  tell  me  the  sort  of  deduction  you  have  in  mind. 
Is  it  an  annuity,  shall  we  say,  that  he  has  to  pay 
out  of  lids  inoome? 

14.547.  A claim  for  an  expense  rto  be  allowed 
under  Schedule  E.? — If  there  is  an  assessment  to  In- 
come Tax  under  Schedule  E.  he  would  have  been 
entitled  to  claim  that  expense  from  his  Inoome  Tax 
assessment,  and  if  he  has  obtained  it  for  Income  Tax 
purposes  we  should  allow  it  automatically  for  Super- 
Tax  purposes. 

14.548.  I am  sorry,  but  I think  the  case  I put  to 
you  does  arise  in  practice.  Where  the  Surveyor 
of  Taxes  is  approached  on  that  very  point  he  says : 
“ This  is  a Super-tax  point;  you  must  go  to  the 
Commissioners”? — I think  there  must  be  some  mis- 
apprehension, because  anything  that  that  man  can 
claim  for  Income  Tax  purposes  from  an  assessment 
upon  him  is  allowed  automatically  for  Super-tax 
purposes;  and  I cannot  quite  see  the  sort  of  case  to 
which  you  refer  in  which  the  Surveyor  would  refer 
him  to  the  Commissioners. 

14.549.  The  case,  I have  heardi,  was  this  sort  of  case 
—I  was  told  about  it — where  the  fact  is  that  it  was 
not  worth  the  while  of  the  man  to  do  it  under 
Schedule  E. — it  might  have  been  overlooked — but  it 
became  of  great  importance  under  Super-tax? — He 
does  not  think  it  worth  while  getting  off  6s.  of  Income 
Tax,  apparently,  but  he  does  think  it  worth  while 
saving  4s.  6d.  of  Super-tax.  That  is  really  what  it 
comes  to. 

14.550.  It  could  not  be  dealt  with  really,  because 
there  never  was  an  assessment  of  the  whole  of  his 
income.  I assume  a case  where  the  man  did  not  know 
he  was  liable  to  Super-tax.  There  never  was  an 
assessment  of  the  whole  of  his  income,  and  the  ques- 
tion could  not  arise  on  his  total  assessment? — I sug- 
gest if  he  was  carrying  on  any  directorship  of  a com- 
pany or  something  of  that  kind  and  wanted  to  claim 
some  expenses  against  it,  there  would  be  an  Income 
Tax  assessment.  If  his  income  were  wholly  from 
dividends  I cannot  quite  see  what  the  expenses  would 
be  that  you  think  he  should  deduct. 

14.551.  Sir  E.  Nott-Bower:  I agree  with  you,  Mr. 
Harrison.  I think  there  must  be  some  misunder- 
standing here  about  this  case.  If  Mr.  Synnott  would 
send  you  particulars  of  the  case  I have  no  doubt  you 
would  look  into  it? — We  should  be  delighted  to  look 
into  it. 

14.552.  Mr.  Synnott : It  is  not  my  own  case. 

14.553.  Mr.  Walker  Clark:  Do  I understand  you 
to  advocate  the  continuation  of  the  Super-tax  as  a 
separate  or  additional  tax,  not  merging  it  in  the 
general  system  of  taxation  by  a graduated  tax? — In 
principle  I think  we  should  have  no  objection  to  a 
merged'  tax,  but  it  would  require  almost  a revolution 
in  the  Inoome  Tax  in  order  to  carry  it  out. 

14.554.  You  mean  it  would  require  certain  amend- 
ments or  accounts  and  returns  and  penalties?-  I 
meant  something  more  than  that.  It  would  mean  a 
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radical  reform  of  the  whole  basis  of  the  Income  Tax. 
For  instance,  let  me  just  give  you  one  example.  Sup- 
posing a man  has  £6,000  of  income,  £2,000  from  a 
business  in  Manchester,  £2,000  from  Plymouth,  and 
£2,000  from  London.  Now  at  the  present  moment, 
for  Income  Tax  purposes,  there  are  three  separate 
assessments  on  him,  one  in  Manchester,  one  at 
Plymouth,  and  one  in  London,  each  at  6s.  in  the  £, 
the  rate  appropriate  to  his  income  as  far  as  Income 
Tax  is  concerned.  Now  for  Super-tax  purposes  some- 
body has  got  to  pool  those  three  sources  of  income 
together  and  combine  them  in  one  return  of  £6,000. 

14.555.  That  is  merely  a change  of  administration, 
is  it  not? — Not  quite,  sir;  I am  just  coming  to  the 
point.  Then,  having  done  that,  he  says  to  this  tax- 
payer: Now  you  are  liable  on  your  £6,000.  On  the 
first  £2,000  of  that  you  will  pay  no  Super-tax  at  all ; 
on  the  next  £500  you  will  pay  Is.,  on  the  next  £500 
you  will  pay  Is.  6d.,  and  so  on.  Now  if  this  is  to  be 
merged  in  the  Income  Tax  it  means  that  that  central 
body,  whoever  it  is,  has  got  to  refer  to  the  Surveyor 
at  Manchester  and  say:  “ We  will  call  your  £2,000 
the  first  £2,000  of  the  inoome,  so  you  will  not  charge 
any  Super-tax  at  all  on  that.” 

14.556.  Provided,  of  course,  that  you  have  three 
assessments,  but  you  know  that  the  suggestion  before 
the  Commission  repeatedly  has  been  that  there  should 
be  only  one? — That  rather  leads  up  to  my  first 
answer,  that  you  have  to  reform  the  Inoome  Tax 
first. 

14.557.  But  you  know  it  has  been  strongly  urged 
upon  us  that  there  should  be  one  demand  setting  out 
all  the  details  of  the  assessment  and  the  rates  of  tax, 
and  so  on,  also  setting  out  the  allowances  and  abate- 
ments, and  all  the  other  set-offs,  and  made  in  one 
place? — Even  then  you  have  not  got  to  the  end  of  the 
trouble. 

14.558.  No,  I quite  agree. — Because  this  person 
may  have  inoome  from  dividends  which  are  taxed  at 
the  source  and  you  must  have  a separate  Super-tax 
assessment  on  that.  You  cannot  combine  that. 

14.559.  You  advocate  the  continuation  of  the  Super- 
tax as  a separate  tax  on  the  present  lines? — So  long 
as  the  Income  Tax  remains  on  its  present  lines  I 
think  it  is  inevitable. 

14.560.  But  as  a general  principle,  when  we  are 
sitting  here  to  make  some  recommendations  to  the 
Government  for  changes,  would  you  advocate  a 
graduated  method  which  would  merge  the  Super-tax 
into  the  ordinary  system  of  taxation? — I am  afraid 
it  would  be  found  to  mean  such  a considerable  trouble 
to  the  taxpayer  (I  am  not  speaking  of  the  officials) 
that  the  balance,  in  my  judgment,  would  be  against  it. 

14.561.  You  know  that  several  taxpayers  are  sug- 
gesting that? — Yes,  I do  know  that. 

14.562.  And  you  think  it  is  due  to  their  incomplete 
knowledge  of  the  difficulties  of  the  situation  and  some 
sentimental  feeling  rather  than  to  an  accurate  know- 
ledge of  the  facts?— Yes,  that  is  my  view. 

14.563.  And  that,  although  the  difficulties  on  the 
Revenue  side  would  not  be  serious,  the  inconvenience 
to  the  taxpayer  would  be  very  serious? — I would  not 
go  so  far  as  to  say  that  the  difficulties  on  the  Revenue 
side  would  not  be  serious;  I think  they  would;  but 
I think  the  inconvenience  to  the  taxpayer  would 
certainly  be  very  serious. 

14.564.  And  more  serious  than  any  advantage  it 
could  possibly  be  to  him  otherwise? — Yes,  I am 
inclined  to  think  so  with  the  Income  Tax  as  it  is  at 
present. 

14.565.  Mr.  Holland-M cvrtin : You  say  as  regards 
Super-tax  in  paragraph  65  of  your  paper  No.  I. : 
“ If  regard  be  had  to  revenue  considerations,  the 
extent  of  the  gain  from  the  taxation  of  bonus  shares 
is  problematical.”  Have  you,  for  the  reasons  given 
there,  any  figures?  Have  you  worked  it  out  at  all? — 
Yes,  we  have  worked  that  out.  When  Mr.  Hopkins 
gave  evidence  before  the  Royal  Commission,  I think 
at  the  opening  sitting,  he  was  asked  a question  as 
to  that.  AVe  had  not  at  that  time  made  any  investi- 
gation; and  ho  said:  “Well,  off-hand,  perhaps  a 
million  pounds.”  As  I say,  we  had  not  then  made 
any  investigation.  His  answer  was  based  upon  some 
rather  defective  knowledge  we  had  of  the  recent  past, 
but  we  have  been  investigating  this  question  a good 
deal  more  since  the  Commission  has  been  sitting,  and 


our  information  now  goes  to  show  that  this  kind  of 
Super-tax  avoidance  is  growing  very  rapidly ; and 
if  I had  to  state  a figure  now  I think  it  should  be  put 
at  something  nearer  four  millions  than  one  million. 

I think  that  our  original  figure  was  a good  deal  too 
low. 

14.566.  Then  in  that  answer  four  millions,  have  you 
thought  about  the  effect  on  the  price  of  the  shares 
in  such  an  arrangement  as  you  suggest?  The  shares 
presumably  would  change  hands ; a man  with  a large 
block  might  possibly  try  to  realize  if  he  thought 
some  distribution  was  coming? — Precisely.  Of  course 
it  may  affect  the  value  of  his  shares. 

14.567.  The  holder  might  get  out  of  them  and  the 
result  might  be  that  the  shares  would  come  into 
smaller  holdings  and  you  would  lose  a good  deal  of 
Super-tax  in  that  way — that  the  smaller  person  would 
be  able  to  buy  at  a somewhat  reduced  price? — Yes, 
that  is  of  course  conceivable,  but  it  would  need  a very 
careful  handling  with  a question  of  distributing,  say, 
100,000  shares  amongst  a lot  of  small  people,  especially 
if  this  had  to  be  carried  on  simultaneously  all  over  the 
country  in  the  case  of  hundreds  of  companies.  We 
should  undoubtedly  lose  a certain  amount  of  revenue 
by  that  sort  of  feeling,  but  at  present  we  are  losing  it 
aU. 

14.568.  Sir  E.  Nott-Bower : I see  for  Super-tax  pur- 
poses you  want  to  have  more  detailed  returns  than 
you  have  been  getting  hitherto  ? — W e think  that  is 
very  necessary. 

14.569.  You  want  a return  showing  how  a particular 
income  is  derived  from  each  separate  source? — Yes. 

14.570.  I have  no  doubt  that  would  be  very  valu- 
able, and  in  many  cases  would  not  be  at  all  oppressive 
to  the  taxpayer,  but  in  some  cases  it  might.  I have 
in  mind  a case  of  large  landed  properties.  The 
revenue  of  large  landed  property  is  often  derived  from 
an  immense  number  of  very  small  hereditaments,  each 
hereditament  separately  assessed? — Yes,  that  is  so. 

14.571.  It  would  be  very  burdensome  to  require  -a 
return  from  landowners  of  every  detail,  would  it  not? 
— I do  not  for  a moment  suggest  that  we  should  in 
every  case  call  upon  the  taxpayer  to  furnish  us  with 
all  those  details.  If  we  had  power  to  call  upon  the 
taxpayer  for  details  where  we  thought  it  necessary  to 
do  so,  of  course  a discretion  would  be  exercised  as  to 
carrying  out  that  power.  I do  not  for  a moment  sug- 
gest that  we  should  wish  every  large  landowner  every 
year  to  give  us  hundreds  and  hundreds  of  properties 
in  a list;  similarly  with  dividends,  we  should  not  re- 
quire him  to  do  that  every  year. 

14.572.  Of  course  the  difficulty  would  arise  in  con- 
nection with  dividends  too  where  a man  had  a number 
of  small  holdings ; but  the  difficulty  in  connection  with 
the  dividends  would  be  nothing  compared  with  the 
difficulties  of  the  owner  of  a large  landed  estate,  would 
they? — I agree  that  is  so. 

14.573.  Mrs.  Knowles : Do  you  think  that  if  the 
separation  of  husband  and  wife  for  Income  Tax  pur- 
poses took  place  you  would  have  a lot  of  transference 
to  avoid  Super-tax  ? — I should  have  thought  there  was 
no  doubt  of  that. 

14.574.  Has  the  evidence  of  transference  to  children 
been  so  great  that  you  think  it  would  be  even  larger 
in  the  case  of  the  wife  ? — That  is  certainly  an  inference 
that  I should  personally  draw. 

14.575.  You  think  there  is^quite  a lot  of  transference 
to  children? — Yes. 

14.576.  Then  certainly  there  would  be  in  regard  to 
the  wife? — Certainly. 

14.577.  There  is  a very  real  danger  of  that  happen- 
ing?— Yes,  I think  there  is. 

14.578.  Mr.  Walker  Clark : A lot  rather  in  amoiint 
tthan  in  number? — Certainly  in  amount.  In  dealing 
with  Super-tax,  of  course,  one  sees  the  big  cases. 

14.579.  Mr.  Kolland-Martin : Have  you  seen  any 
instance  of  people  who  gave  bo  much  a year  in  charity 
making  a trust  to  go  on  doing  that  each  year,  and 
therefore  reducing  their  total  income  for  Super-tax 
purposes  ? — No,  we  have  not  seen  many  of  that  class  of 
case.  AVe  have,  I think,  had  a few,  but  not  a great 
number. 

14.580.  Chairman : Thank  you  for  your  evidence. 
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The  witness  handed  in  the  following  statement  as 
nis  evidence-in-chief : — 

Taxation  of  the  Clergy. 

The  parochial  Clergy. 

14,581.  (1)  To  ascertain  the  comparative  pressure 
of  taxation  on  different'  classes  of  the  community  is  a 
task  of  difficulty  owing  to  the  Large  amount  of  the 
public  revenues  raised  by  indirect  taxes.  But  that 
the  burden  falls  more  heavily  upon  the  Clergy  than  on 
any  other  class  has  frequently  been  asserted  by  those 
whose  opinion  is  entitled  to  respect.  Thus,  the  Lord 
Chief  Justice  (Alverstone)  in  giving  judgment  in  the 
Court  of  Appeal  in  the  case  of  Cooper  v.  Blakiston1 
(to  be  alluded  to  more  particularly  hereafter),  whilst 
expressing  his  regret  that  his  duty  compelled  him  to 
decide  that  Easter  offerings  were  not  exempt  from 
Income  Tax,  said  that:  “ He  knew  that  the  burden 
of  taxation  fell  more  heavily  on  the  Clergy  than  on 
any  other  class  of  the  community  in  proportion  to 
their  incomes,”  and  Mr.  Gladstone  in  1852,  citing 
Professor  Jones  and  Mr.  Cornewall  Lewis,  concurred 
in  their  opinion  that  “ the  Clergy  suffer  cruelly  by 
being  rated  for  local  taxation  upon  their  gross 
incomes. ”1 2  Similar  testimony  could  be  easily  multi- 
plied. Historical  considerations  need  not,  perhaps  be 
pressed,  but  it  may  be  pointed  out  that  when  the 
Convocations  voted  their  subsidies  separately  the 
clerical  grants  were  larger  than  those  made  by  the 
temporalty.3  It  was  this  reason  which  induced  the 
Clergy  to  abandon  their  right  of  taxing  them- 
selves separately  in  Convocation,  and  to  submit 
to  be  taxed  by  Parliament.  Writing  in  1734,  some 
seventy  years  after  this  great  constitutional  change, 
Swift4  remarks  that  “ things  are  extremely  altered  at 
present.  It  is  not  now  sufficient  to  tax  them  (the 
Clergy)  in  common  with  their  fellow  subjects,  with- 
out imposing  an  additional  tax  upon  them  from  which 
or  from  anything  equivalent  all  their  fellow  subjects 
are  exempt.”  And  again:  “ The  Clergy  are  content 
cheerfully  to  bear  (as  they  now  do)  any  burden  in 
common  with  their  fellow  subjects,  either  for  the 
support  of  His  Majesty’s  Government  or  the  enlarge- 
ment of  the  trade  of  thd  nation,  but  think  it  very 
hard  that  they  should  be  singled  out  to  pay  heavier 
than  others  at  a time  when  by  the  decrease  of 
the  value  of  their  parishes  they  are  less  able  to  bear 
them.  The  Bill  failed,  but  the  subsequent  exclusion 
of  the  Clergy  from  sitting  in  the  House  of  Commons'5 * 
has  always  operated  adversely  to  their  interests,  for 
hardly  be  denied  that  it  is  antecedently  pro- 
bable that  a class  which  is  unrepresented  is  likely  to 
bo  overlooked.  J 


1 “'Law  Times  Reports,”  Dec.  21st,  1907,  Vol.  XCVII.,  p 533 

2 Hansard.”  Yol.  123,  p.  1673. 

^Burnet’s  ‘‘History  of  His  Own  Time,”  Vol.  I.,  p.  276,  Ed 

* Swift.  Reasons  against  the  Bill  for  settling  the  Tvthe  of 

Hemp,  Flax,  etc.,  by  a Modus.  J 

r‘  By  41  Geo.  HI.,  C.  63. 


The  clergyman’s  “ ability  to  pay.” 

14.582.  (2)  A recognized  canon  of  taxation  since 
Adam  Smith0  is  that  all  members  of  the  community 
should  be  taxed  in  accordance  with  their  ability  to 
pay.  The  commonly  aocepted  tests  of  ability  to'  pay 
are:  (1)  nefc  income,7  and  (2)  annual  value  of  house 
in  which  the  taxpayer  resides.  We  would  submit  that 
in  the  case  of  the  Clergy  these  oommonly  accepted 
tests  are  fallacious  and  lead  to  serious  hardship.  The 
income  of  a clergyman,  even  when  the  recognized 
deductions  have  been  made,  is  subject  to  a number  of 
claims  which  do  not  fall  on  other  members  of  the  com- 
munity. The  moral  obligation  upon  him  to  the  “ main- 
tenance of  hospitality,”  “ the  relief  of  poor  people,” 
found  expression  in  Tudor  Statutes’*  and  in  other  Acts 
°*  Parliament,  as,  for  example,  in  the  preamble  to 
the  Gilbert  Act  of  1777®,  where  “ hospitality  ” is  cited 
as  amongst  the  “ great  objects  in  the  original  distri- 
bution of  tithes  and  glebe  for  the  endowment  of 
Churches.”  “ The  old  Church  conditions  of  keeping 
hospitality  ”10  were  noted  by  Burke  as  obtaining  in 
his  day.  “It  is  true  that  the  whole  Church  revenue 
is  not  always  employed,  and  to  every  shilling,  in 
charity ; nor,  perhaps,  ought  it ; but  something  is 
generally  so  employed.”11  And  in  our  own  day  Lord 
Selborne  has  borne  generous  testimony  to  the  way  in 
which  this  obligation  has  been  recognized  at  all  times 
by  the  Clergy  “ ministering  generously  and  liberally, 
not  so  much  of  their  abundance,  as  of  their  poverty  to 
the  temporal  as  well  as  the  spiritual  necessities  of  the 
poor.”12  Thus,  as  the  result  of  a long  tradition,  the 
clergyman  is  expected  by  the  national  conscience  to 
spend  some  part  of  his  income  in  charitable  gifts,  in 
supporting  religious  efforts  in  his  parish,  and  often  in 
paying  for  assistance  necessary  in  carrying  on  his 
parochial  work.  He  must  maintain  a certain  standard 
of  living  which  is  not  required  from  others  whoso 
earnings  are  as  great  or  greater  than  his  own.  He 
must  educate  his  children  at  higher  class  schools,  and 
enable  them  to  maintain  an  appearance  suitable  to 
their  position.  A clergyman,  and  a clerk  or  artisan 
may  be  earning  nominally  the  same  salary,  say  £250 
or  £300  a year ; but  the  demands  made  upon  the  one 
are  vastly  greater  than  those  made  upon  the  other 
and  the  net  income,  therefore,  is  a less  reliable  test  of 
the  clergyman’s  ability  to  pay. 

The  parsonage  house. 

14.583.  (3)  Mill,  speaking  of  the  house,  says:  “ No 
part  of  a person’s  expenditure  is  a better  criterion 
of  his  means,  or  bears,  on  the  whole,  more  nearly  the 

6 Adam  Smith,  “ Wealth  of  Nations,"  Book  V.,  Ch.  2,  Part  2. 

7 “ Principles  of  Economics,”  Marshall,  Vol.  I.,  Ch.  V. 

8 21  Henry  VIII.,  Cap.  13,  Sec.  I. 

9 “ Preamble  to  the  Gilbert  Act,"  17  Geo.  3,  C.  53. 

10  Swift,  “ Some  arguments  against  enlarging  the  Power  of 
Bishops  in  letting  of  leases." 

11  Burke,  “ Reflections  on  the  Revolution  in  France,”  Vol.  V., 
p.  194,  Ed.  1823. 

12  “ A Defence  of  the  Church  of  England  against  Disestablish- 
ment,’’ by  Roundoll,  Earl  of  Selborne,  pp.  156—159,  Ed.1887. 
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same  proportion  to  them.”13  This  is  certainly  un- 
true so  far  as  the  Clergy  are  concerned.  Clergymen’s 
houses  are  in  most  cases  too  large  to  be  maintained  on 
the  stipend  of  the  living,  and  the  Clergy  are  required, 
by  statute,14  to  reside  in  them,  except  in  rare  cases, 
whilst  the  burden  of  dilapidations  imposed  upon  them 
by  law  is  far  greater  than  is  the  case  with  the  ordin- 
ary occupier,  and  their  letting  value  is  less  than 
normal  owing  to  the  fact  that  the  incumbent  cannot 
guarantee  security  of  tenure.  Very  often  the  house  is 
only  maintained  by  the  incumbent  out  of  his  private 
means.  A large  garden  is  usually  attached  to  the 
house,  and  is  a source  of  expense  rather  than  of  profit. 
No  man  in  ordinary  civil  life  earning  the  stipend  of 
a clergyman  would  think  of  occupying  so  large  a 
house.  Yet  the  clergyman  is  taxed  on  the  full  value 
of  the  house  with  the  deduction  of  one-eighth  allowed 
for  “ study.”15  The  dentist  and  the  doctor  are 
allowed  a sum  not  exceeding  two-thirds  in  respect  of 
that  portion  of  their  house  used  for  professional  pur- 
poses.16 The  reduction  should  not  be  less  in  the  case 
of  the  clergyman. 

14.584.  (4)  Any  consideration  of  the  equity  of  taxes 
which  ignores  the  persons  who  pay  is  fallacious.  This 
point  has  been  emphasized  by  Professor  Marshall,17 
and  it  has  been  further  pointed  out  by  Professor 
Nicholson18  that  though  the  principle  has  been  long 
reoognized  by  economists  it  is  still  commonly  obscured 
in  popular  controversy.  We  desire  to  emphasize  this 
view  throughout  all  these  remarks  and  to  urge  that 
the  important  point  to  consider  is  whether  particular 
classes  of  persons,  not  particular  classes  of  property, 
are  equitably  taxed.  It  seems  only  fair,  therefore, 
that  the  above-mentioned  considerations  should  be 
taken  into  account  in  assessing  the  income  of  a clergy- 
man for  taxation,  so  that  the  burden  imposed  upon 
him  may  not  remain,  as  at  present,  disproportionate 
to  his  actual  financial  position. 

The  tithe-owning  Clergy.  Assessment. 

14.585.  (5)  We  approach  next  the  subject  of  the 
tithe-owning  clergy,  not  unmindful  of  the  fact  that 
there  are  not  wanting  those  who  share  the  view 
of  that  eminent  churchman  Paley  that  “ of  all 
institutions  adverse  to  cultivation  and  improvement 
none  is  so  noxious  as  that  of  tithes.”19  Whatever 
may  have  been  the  motive,  the  fact  remains  that 
the  Government  has  recently  interfered  with  the 
legally  fixed  income  of  the  incumbents  of  about  7,000 
benefices  by  arresting  the  upward  progress  of  the  tithe 
rent  charge.20  These  clergymen  have  thus  been 
deprived  of  the  considerable  increase  in  the  amount 
of  their  incomes,  which  they  had  every  right  to  expect. 
We  desire  to  adduce  some  reasons  why  this  action 
may  be  suitably  supplemented  by  a corresponding 
relief  in  the  amount  of  their  tax. 

The  widely-drawn  terms  of  the  reference  to  the 
Commission  which  suggest  an  inquiry  into  the  Income 
Tax  “ in  all  its  aspects  ” justify  us  in  pointing  out 
that  the  equity  of  a single  tax  can  hardly  be  con- 
sidered apart  from  the  total  aggregate  of  burdens 
which  any  particular  class  is  called  upon  to  bear. 
This  seems  especially  the  case  as  far  as  real  property 
is  concerned,  under  which  heading  the  tithe  rent 
charge  is  included,  where  although  not  conclusive  on 
the  assessor,  in  the  majority  of  cases  the  basis  of  the 
valuation  of  the  poor  rate  is  adhered  to  in  the  assess- 
ment to  Income  Tax.  Indeed,  it  would  seem  from 
certain  sections  of  the  Income  Tax  Act,  1918,  that 
it  is  contemplated  that  this  shall  usually  be  the  case.21 
It  thus  follows  that  if  the  tithe  rent  charge  is  more 


13  Mill : “ Principles  of  Political  Economy,”  Book  V.,  Ch.  III. 
Sec.  C. 

14  1 & 2 Viet.,  C.  10G. 

15  Finance  Act,  1918,  Sec.  28. 

IG  Income  Tax  Act,  1918,  “ Rules  applicable  to  Schedule  D, 
Cases  1 & 2.” 

17  “Royal  Commission  on  Local  Taxation,”  Parliamentary 
Paper,  C.  9528  of  1899,  p.  112,  Memorandum  by  Professor  Marshall. 

13  “ Rates  and  Taxes  as  affecting  Agriculture,"  by  Professor  J. 
S.  Nicholson,  p.  10. 

19  Paley : “ Moral  and  Political  Philosophy,”  Ch.  XI. 

-‘o  The  Tithe  Act,  1918,  8 & 9 Geo.  V. 

21  Income  Tax  Act  of  1918,  Rule  IV.  of  First  Schedule  and 
Fifth  Schedule  & § 115. 


closely  assessed  to  the  poor  rate  than  other  heredita- 
ments it  will  be  bearing  a greater  burden  of  Imperial 
taxation.  There  is  a consensus  of  agreement  that 
since  the  passing  of  the  Parochial  Assessment  Act, 
1836,  the  tithe  rent  charge  has  been  subjected  to  an 
excessive  amount  of  rating  disproportionate  to  the 
amount  to  which  other  hereditaments  are  assessed,  and 
this  is  a particular  hardship  since  as  the  tithe  owner 
i3  not  the  occupier,  except  by  a legal  fiction,  it  is 
obscure  why  he  should  be  taxed  locally  on  the  tithe 
at  all.  The  principle  that,  so  far  at  any  rate  as 
real  property  is  concerned,  national  taxation  cannot 
be  considered  entirely  apart  from  local  taxation  was 
supported  by  both  Mr.  Goschen  and  Mr.  Gladstone. 
It  was  admitted  by  Mr.  Gladstone,  in  1863,  when  he 
defended  relief  in  the  Succession  Duty  in  the  case  of 
real  property  on  the  ground  that  real  property  had 
to  bear  special  burdens  in  the  shape  of  local  taxa- 
tion.22 And  Mr.  Goschen,  in  his  report  on  local 
taxation  in  1871,  said : “ Any  view  of  the  burdens 
imposed  upon  real  property  by  local  taxation  is  in- 
complete unless  the  case  of  real  property  as  regards 
Imperial  taxation  is  worked  out  at  the  same  time.”23 
The  converse  is  equally  true.  If  this  view  is  accepted, 
it  may  be  recalled  that  the  Poor  Law  Commissioners, 
in  their  report  on  local  taxation  (1843),  found  that 
the  under  rating  of  real  property  entailed  a loss  of 
from  20  per  cent,  to  40  per  cent,  on  the  clerical  owners 
of  tithe  rent  charge,  and  that  this  involved  a further 
loss  to  the  Clergy  in  their  assessment  to  Income 
Tax.24  They  say:  “Nor  indeed  is  the  injustice  con- 
fined to  the  local  taxes.  The  valuation  to  the  poor’s 
rate  is  made  also  a criterion  of  the  value  of  the  real 
property  liable  to  the  Property  and  Income  Tax 
under  Schedules  A and  B.  It  is  true  that  this  valua- 
tion is  not  conclusive  on  the  assessor ; but  it  is  certain 
that  it  must  in  the  great  majority  of  cases  be  adhered 
to  in  the  assessments  to  that  tax.” 

Again,  the  Royal  Commission  on  Local  Taxation 
reported  in  1899  : “ We  know  of  no  other  class  of  rate- 
payers whose  basis  of  assessment  results  in  the  con- 
tribution of  so  large  a proportion  of  their  income 
towards  local  taxation.”25  The  principle  here 
advocated,  that  it  is  always  the  aggregate  of  pressure 
on  any  individual  which  must  be  considered,  has  been 
acknowledged  in  the  case  of  the  farmers,  who  have 
always  been  treated  lightly  in  the  payment  of  Income 
Tax  on  the  ground  that  the  land  already  bears  an 
undue  share  of  local  burdens.  Until  recently  most 
of  them  paid  no  Income  Tax  at  all.  The  principle 
is  eminently  reasonable.  There  are  two  taxing 
authorities,  the  local  and  the  Imperial,  both  dipping 
into  the  purse  of  the  same  body  of  taxpayers,  and 
if  any  class  is  bearing  more  than  its  share  of  local 
taxation,  it  is  thereby  rendered  less  able  to  bear  the 
national  burdens.  The  Income  Tax  itself  is  part  only 
of  a system,  and  may  be  regarded  as  a code  of  taxes 
rather  than  a single  tax.  An  ideal  Income  Tax  is 
perhaps  beyond  the  range  of  practical  finance,  for 
any  one  tax,  considered  by  itself,  will  press  unduly 
on  some  class. 

Whoe’er  expects  a faultless  tax  to  see 

Expects  what  neither  is,  nor  was,  nor  e’er  shall  be.28 
Such  inequality  will  be  tolerable  only  if  compensation 
is  made  by  a corresponding  relief  in  other  taxes. 

14,586.  (6)  It  is  further  submitted  that  the  fact 
that  the  capital  value  of  the  tithe  is  less  fluid  than 
other  forms  of  real  property  should  be  recognized  in 
considering  the  burden  to  be  imposed  upon  it.  The 
owner  of  lands  or  stocks  and  shares,  for  example,  if 
dissatisfied  with  the  income  derived  from  his  pro- 
perty may  transfer  his  wealth  into  other  income-pro- 
ducing securities.  This  opportunity  is  denied  to  the 
tithe-owning  Clergy  who  may  be  able  to  foresee  a 
probable  diminution  in  their  future  income  but  are 


23  “ Gladstone,  Financial  Statements,  18G3,”  pp.  G4 — 66. 

23  “ Goschen,  Reports  and  Speeches  on  Local  Taxation,”  p.  36. 

24  Parliamentary  Paper  486  of  1843,  reprinted  by  Clowes,  1844, 
pp.  181,  186. 

25  Parliamentary  Paper,  2nd  Report  of  Local  Taxation  Com- 
mission, C.  9142  of  1899,  Sec.  102. 

26  Pope : “ Essay  on  Criticism,"  adapted  by  McCulloch, 
‘ Taxation  and  the  Funding  System,”  p.  159,  3rd  Ed. 
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unable  in  any  way  to  obviate  the  contingency.  Not 
only  is  the  tithe  unsaleable  by  the  clergyman  in  the 
open  market,  but  its  capital  value  is  tied  down  far 
more  strictly  than  other  forms  of  capital. 

14.587.  (7)  As  a result  of  the  above  considerations 
we  urge  that  as  tithe  is  reckoned  as  land  for  purposes 
of  taxation,27  any  relief  conceded  to  the  landlord 
should  be  extended  to  the  tithe  also.  It  was 
recommended  by  the  Royal  Commission  on  Local 
Taxation28  that  the  clerical  tithe  owner  should  be 
placed  in  an  identical  position  with  the  owners  of 
agricultural  land,  and  we  would  urge  that  the  same 
principle  should  be  followed  in  the  case  of  Imperial 
taxation.  An  abatement  of  one-eighth  is  allowed  to 
the  landlord,  but  for  the  reasons  above  given  it  is 
submitted  that  as  the  clerical  tithe  owner’s  ability  to 
pay  is  less  than  that  of  the  landowner,  he  should  be 
allowed  an  abatement  of  one-seventh. 

Easter  offerings. 

14.588.  (8)  It  was  for  long  doubtful  whether  these 
properly  attracted  any  tax.29  But  in  a test  case, 
Cooper  v.  Blakiston,  carried  to  the  House  of  Lords, 
it  was  decided  on  December  10th,  1908,  that  the  offer- 
ings were  taxable.30  The  offerings  are  placed  in  the 
collection  on  Easter  Sunday,  and  are  supplemented 
by  such  voluntary  gifts  as  absent  members  of  the  con- 
gregations may  transmit  to  the  churchwardens.  Even 
under  the  decision  of  the  House  of  Lords  it  does  not 
appear  that  a present  given  for  a particular  purpose, 
say  for  taking  a holiday,  or  a presentation  made  to 
an  incumbent  on  the  completion  of  a long  tenure  of 
office,  being  a payment  distinguishable  from  a gift 
for  the  increase  of  his  stipend,  is  taxable,  and  pro- 
bably the  gifts  of  non-parishioners  towards  whom  the 
incumbent  owes  no  duty  by  virtue  of  his  office  are 
in  an  exceptional  position.  The  Clergy  have  always 
held  that  these  offerings  are  personal  non-official  free- 
will gifts  in  excess  of  the  “ Ecclesiastical  duties 
accustomably  due  then  at  that  time  to  be  paid  ”31 
and  their  taxation  is  felt  as  a special  grievance.  The 
case  is  obviously  one  on  the  border  line,  and  it  is 
submitted  that  the  principle  of  equity  may  be  in- 
voked to  mitigate  the  rigidity  of  the  general  law,  and 
the  tax  remitted.  The  total  sum  raised  by  these 
offerings  during  the  year  amounts  to  about 
£130, 000, 32  and  the  loss  to  the  Revenue  by  the 
remission  of  the  tax  would  not  exceed  £15,000. 

Dilapidations. 

14.589.  (9)  “ Dilapidations  ” is  the  name  given  in 
the  Ecclesiastical  Law33  to  all  waste,  whether 
voluntary  or  permissive,  and  we  may,  perhaps,  for 
convenience  under  this  head,  include  the  question  of 
repairs  and  renewals.  An  obligation  rests  by  law  upon 
incumbents  to  keep  the  buildings  annexed  to  their 
benefices  in  proper  condition.34  and  this  extends  not 
only  to  the  glebe  houses,  but  to  all  farm  buildings, 
walls  and  fences  which  may  be  attached  to  the  glebe. 
It  is  not  only  the  gradually  increasing  waste  and 
inevitable  decay,  but  also  the  whole  cost  of  renewal 
which  has  to  be  defrayed  by  the  incumbent  when 
such  renewal  becomes  necessary.  The  law  suggests, 
though  it  does  not  enforce,  a quinquennial  Burvey  and 
renewal.  A glance  at  the  Ecclesiastical  Dilapidation 
Act  of  1871, 35  will  show  how  much  more  onerous  are 
the  conditions  imposed  upon  the  incumbent  than  is 
the  case  with  the  ordinary  tenant  for  life  to  whose 
case  that  of  the  beneficed  clergyman  is  analogous. 
The  fees  incidental  to  the  survey  payable  to  the 
diocesan  surveyor  and  other  officials  add  an  additional 


27  Within  Section  2,  Sub-section  10  of  the  Settled  Land  Act, 
1882,  45  & 46  Viet.,  O.  38. 

28  “ Pinal  Report  of  the  Commission  on  Local  Taxation,  Eng- 
land and  Wales,”  Parliamentary  Paper,  Cd.  638  of  1901,  p.  38. 

29  Under  the  Act  of  1842,  5 & 6 Viet.,  C.  35,  Sec.  146,  Schedule  E, 
rr.  1—4. 

39  1909,  A.C.  104. 

31  “ Rubric  in  Communion  Service.”  Blunt,  “ Book  of  Church 
Law,"  p.  343,  Ed.  1873. 

32  “ Official  Year  Book  of  the  Church  of  England,  1918,"  p.  409. 

33  Phillimore : “ Ecclesiastical  Law,”  Vol.  II.,  Part  V.,  Ch.  V., 
Sec.  1. 

3*  Ayliffe  Parergon,  p.  218.  Coke  3 InBt.  204. 

35  34  & 35  Viet.  Ch.  43. 


item  to  the  expenses  incurred  for  repairs,  and  as  the 
lands,  fences  and  buildings  are  often  at  a distance 
from  the  benefices,  not  always  even  in  the  same 
diocese,  the  cost  of  the  inspection  is  enhanced.30  The 
burden  of  repairs  laid  upon  the  Clergy  has  been  for 
forty  years  a constant  source  of  complaint  in  their 
Convocations.37  The  case  of  the  leaseholder,  who  is 
frequently  under  stringent  covenants  as  to  repairs, 
is  not  forgotten,  but  it  seems  equitable  that  if  the 
State  singles  out  the  houses  of  one  class  of  the  com- 
munity for  the  imposition  of  particularly  onerous 
conditions  which  are  enforced  by  law,  some  further 
allowance  may  fairly  be  claimed  beyond  that  to  which 
the  ordinary  occupier  is  entitled.  The  present  allow- 
ance of  one-sixth38  has  proved  totally  inadequate,  in 
ordinary  cases,  and  it  may  frequently  happen  that  a 
clergyman  is  obliged  in  addition  to  executing  renewals 
to  pay  off  a mortgage  incurred  for  repairs  by  his 
predecessor.  Fortunately  figures  are  available  which 
enable  us  to  suggest  a fairer  proportion.  Though  an 
exact  computation  is  difficult,  it  appears  from  figures 
compiled  by  the  Queen  Anne’s  Bounty  Board  over  a 
number  of  years  that  benefices  fall  vacant  on  an 
average  once  every  fourteen  years,  and  that  the 
amount  spent  annually  by  the  Clergy  on  repairs  to  the 
glebe  houses  is  about  £25.  If  the  present  allowance  of 
one-sixth  is  taken  the  figure  given  (£25)  would  lead 
to  the  inference  that  the  rental  value  of  the  glebe 
house  averages  £150  per  annum.  Half  this  sum  is 
considerably  over  their  average  annual  value  as 
assessed  to  Schedule  A.  We  therefore  suggest  that 
the  allowance  for  repairs  in  the  case  of  glebe  houses 
and  buildings  should  be  increased  to  one-third. 

The  parsonage  garden. 

Schedule  B. 

14.590.  (10)  This  schedule  is  devised  to  meet  the 
case  of  farmers,  and  it  appears  an  undue  stretching 
of  the  intention  to  impose  it  on  the  gardens  attached 
to  glebe  houses.  These  gardens  are  usually  large, 
seldom  less  than  three  acres  in  extent,  and  often  as 
much  as  five  acres.  As  already  stated,  they  are  a 
source  of  expense  rather  than  of  profit  to  the  incum- 
bent. The  garden  serves  the  same  purpose  as  an  allot- 
ment, namely,  the  provision  of  vegetables  for  the  house, 
and  allotments  are  not  subject  to  tax.  The  garden 
has  already  been  taxed  under  Schedule  A and  is  some- 
times subject  also  to  land  tax.  In  view  of  the 
increased  attention  now  being  given  to  agriculture  the 
taxation  and  re-taxation  of  land  will  doubtless  engage 
the  attention  of  the  Commission,  though  outside  the 
scope  of  this  memorandum.  We  suggest  that  as  the 
garden  is  of  the  nature  of  an  amenity  rather  than 
devoted  exclusively  to  husbandry,  no  tax  under 
Schedule  B should  be  imposed  upon  it,  or  alterna- 
tively, that  the  acre  which  is  at  present  allowed  with 
the  house  should  be  extended  to  five  acres. 

Parochial  helpers. 

14.591.  (11)  As  the  law  stands  at  present  the  clergy- 
man is  allowed  to  claim  deduction  for  the  salary  of  a 
licensed  curate.39  It  is  equitable  that  this  principle 
should  be  extended  so  that  he  should  be  permitted 
similar  deductions  for  other  parochial  helpers  where, 
as  in  the  case  of  the  curate,  it  is  certified  by  the 
Bishop  that  such  help  is  necessary  for  the  proper 
working  of  the  parish.  As  an  example  of  the  hard- 
ships which  the  present  law  works,  we  may  instance 
the  case  of  an  incumbent  of  a large  London  parish, 
who  prior  to  the  war  employed  a curate,  whose  salary 
he  defrayed  mostly  out  of  his  own  pocket.  For  this 
deduction  was  allowed  him.  When  the  curate  was 
called  up  on  active  service  the  Rector  employed  two 
women  workers  in  his  place,  whose  salary  he  also  paid 
himself.  For  these  no  deduction  was  permissible,  with 
the  result  that  he  came  under  a higher  scale  of  tax. 
The  country  clergyman  is  allowed  to  deduct  in  respect 

36  “ Report  of  1874  of  the  Committee  of  the  Lower  House  of 
Canterbury  Convocation  on  the  Ecclesiastical  Dilapidation  Act 
of  1871,"  Sec.  10. 

37  Chronicles  of  Canterbury  Convocation  passim. 

38  Income  Tax  Act,  1918,  1st  Schedule,  Rule  V.,  7. 

39  The  Income  Tax  Act,  1842,  5 & 6 Viet.,  0.  35,  Schedule  A, 
No.  IV.,  Rule  10 
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of  a horse,  but  to  'the  clergyman  of  a large  town 
parish  a woman  worker  is  at  least  as  indispensable. 

Collection  of  tax. 

14,592.  (12)  We  desire  in  this  connection  to  direct 
attention  to  a hardship  which  the  tithe-owning  Clergy 
frequently  suffer  in  the  collection  of  the  tax.  Owing 
to  the  fact  that  the  law  does  not  allow  proceedings 
for  the  recovery  of  tithe  until  it  has  been  due  for 
more  than  three  months10  the  Clergy  are  frequently 
required  to  pay  the  tax  before  they  have  received 
the  income  in  respect  of  which  the  tax  is  charged. 
We  do  not  know  of  any  other  class  of  income  which 
has  this  disability  attached  to  it  by  law,  where  the 
Legislature  encourages  those  who  owe  money  not  to 
pay  it.  If  “ benefit  of  Clergy”  is  no  longer  asked 
for,  it  seems  fair  to  suggest  that  no  disabilities 
should  be  attached  exclusively  to  the  income  of  a 
particular  class.  So  long  as  the  State  imposes  these 
arbitrary  restrictions  upon  clerical  incomes  we  think 
that  a further  reason  is  made  out  why  some  relief  on 
the  lines  contained  in  this  memorandum  should  be 
afforded.  , 

Inspection  of  tax  boohs. 

14,593.  (13)  We  have  suggested  above  that  the  basis 
of  the  Poor  Law  valuation  is  frequently  followed 
by  the  Assessors,  though  no  doubt  the  assessments 
under  Schedule  A may  in  many  cases  approximate 
more  closely  to  the  true  annual  value.  It  is  pointed 
out  in  the  final  Report  of  the  Departmental  Com- 
mittee on  Local  Taxation11  that  the  ’Schedule  A 
list  is  not  prepared  from  an  independent  valuation 
but  from  the  returns  of  the  annual  rent  paid  and 
from  the  poor  rate  valuation.  As  the  Property  lax 
books  are  not  open  to  public  inspection,  it  is  im- 
possible to  test  by  inquiry  how  far  this  is  the  case. 
We  are  of  opinion  that  citizens  have  a right  to  know 
whether  they  pay  taxes  in  even  proportion  with 
others12  and  we  suggest  that  the  Property  Tax  books, 
Schedule  A and  B,  shall  be  open  to  public  inspection, 
just  as  the  rate  books  are. 


Machinery. 

14,594.  (14)  A simple  comprehensive  statement 
should  be  sent  to  every  clergyman  setting  out  clearly 
the  various  allowances  and  adjustments.  The  form 
3S  E C is  defective  in  this  respect.  Under  the  heading 
“tithes,”  for  example,  there  is  nothing  to  show 
whether  the  gross  or  the  net  amount  is  to  be  entered. 

The  existence  of  the  form  72,  which  deals  with  per- 
sonal expenses  exclusively  and  necessarily  incurred 
in  earning  the  income,  is  unknown  to  many  clergymen. 
It  is  not  sent  to  them  unless  asked  for,  and  in  some 
cases  even  then  is  refused.  Thus  when  a clergyman 
beneficed  in  Essex  asked  for  the  form,  he  received 
from  the  Surveyor  the  reply,  “ as  all  allowances 
including  the  statutory  allowance  for  your  study  were 
duly  made  from  the  assessment  on  the  income  of  the 
living,  you  do  not  need  to  claim  any  repayment,  and 
it  is  not  necessary  to  send  you  a form  72.”  A copy 
of  this  letter  is  appended : — 


[Copy.] 

Inland  Revenue.  Surveyor  op  Taxes 

Surveyor  op  Taxes.  (Stratford  3rd  Dist.). 

5th  May,  1919. 

Deanery  Road,  Romford  Road, 
Stratford,  E. 


Dear  Sir,  . , .. 

In  reply  to  your  letter  of  the  3rd  inst.,  as  all 
allowances  including  the  statutory  allowance  for 
your  study  were  duly  made  from  the  assessment 
on  the  income  of  the  living,  you  do  not  need  to 
claim  any  repayment,  and  it  is  not  therefore 
necessary  to  send  you  a form  No.  72. 

If  you  desire  any  further  information,  please 
call  here.  . , „ ,, 

Yours  faithfully, 

(Sgd.)  W.  STUART. 

Rev.  A.  G.  B.  Atkinson, 

Greensted  Rectory,  Ongar. 

jo  The  Tithe  Act,  1891,  54  & 65  Viet.,  C.  8,  Sec.  2. 

4i  Final  Report  of  the  Departmental  Committee  on  .Local 
Taxation,  Parliamentary  Paper,  Cd.  7315  of  WW,  § 319. 

« ‘Political  Economy,"  A.  L.  Perry,  19th  Ed.,  p.  600. 


Some  simple  statement  of  the  kind  here  recom- 
mended is  specially  requisite  in  the  case  of  clergy- 
men, who  frequently  pay  more  than  their  just  due 
owing  to  the  difficulty  occasioned  by  the  variety  of 
sources  from  which  their  income  may  be  derived,  and 
of  knoAving  what  deductions  are  permissible.  A 
clergyman  may  be  deriving  his  income  from  any  or 
all  of  the  following  sources: — grant  from  Ecclesias- 
tical Commissioners,  grant  from  Queen  Anne’s  Bounty 
Board  from  tithes,  from  glebe  (perhaps  in  several 
parishes),  grants  from  Clergy  Sustentation  Funds, 
from  fees,  Easter  offerings,  pew  rents,  from  secretary- 
ships, from  taking  pupils,  and  from  private  sources. 

The  exemption  limit. 

14.595.  (15)  We  support  the  plea  which  has  already 
been  widely  advocated  in  other  quarters  for  the 
raising  of  the  present  exemption  limit  of  £130.  If 
the  decrease  in  the  purchasing  power  of  money  renders 
this  necessary  in  the  case  of  other  classes  of  the  com- 
munity, it  is  more  so  in  the  case  of  the  poorer 
Clergy,  and  especially  of  assistant  stipendiary  curates, 
whose  position  requires  them  to  maintain  a modest 
standard  of  living.  Prior  to  the  war  the  average 
stipend  of  a curate  was  £150  per  annum,  and  the 
exemption  limit  being  then  £160  the  curate  was  in 
most  cases  free  of  tax.  With  this  fact  in  mind  we 
suggest  that  the  limit  be  now  raised  to  £200,  which 
would  have  the  same  effect  and  exempt  the  greater 
number  of  assistant  curates  from  the  tax. 

It  e comm  endations. 

14.596.  (16)  We  beg  to  suggest  for  the  consideration 
of  the  Commissioners:  — 

1.  that  the  allowance  for  “ study  ” be  increased 

to  a sum  not  exceeding  two-thirds  of  the 
annual  value  of  the  house; 

2.  that  an  abatement  of  one-seventh  be  allowed 

on  the  Tithe  Rent  Charge; 

3.  that  Easter  offerings  be  free  of  tax ; 

4.  that  allowance  for  repairs  be  increased  to  one- 

third  of  the  annual  value  of  the  house ; 

5.  that  the  tax  under  Schedule  B on  the  par- 

sonage garden  be  remitted,  or  alternatively 
that  the  amount  allowed  with  the  house  be 
extended  to  five  acres; 

6.  that  a deduction  be  allowed  for  all  parochial 

helpers  certified  by  the  bishop  to  be  ne- 
cessary for  the  proper  working  of  the 
parish ; 

7.  that  the  Property  Tax  books  Schedule  A 

and  B be  open  to  inspection; 

8.  that  a more  simple  explanatory  form  be  pre- 

pared for  the  use  of  the  Clergy  in  place  of 
Forms  38  E C and  72; 

9.  that  the  exemption  limit  lie  raised  to  £200. 
Postscript. 

Mortgages. 

14.597.  Considerable  hardship  is  frequently  imposed 
upon  incumbents  by  the  operation  of  the  Gilbert  Act 
under  which  mortgages  are  raised  upon  benefices  for 
the  improvement  of  the  buildings.  The  loans  are 
spread  over  a term  of  years.  The  interest  on  the  loan 
is  paid  yearly,  together  with  a certain  percentage 
of  the  capital.  Allowance  of  tax  is  made  for  the 
interest,  but  not  for  the  instalment  of  the  capital. 
The  instalment  of  capital  is  a compulsory  capitalisa- 
tion of  a portion  of  the  income  for  the  improvement 
of  the  parsonage  house  and  .other  property  attached 
to  the  benefice.  There  is  no  capital  of  the  benefice 
which  can  ordinarily  be  applied  to  the  repayment, 
so  that  the  instalments  come  of  necessity  out  of 
income,  and  this  expense  is  frequently  incurred  by 
an  incumbent  as  the  result  of  expenditure  on  the  part 
of  his  predecessor.  The  incumbents  of  about  one  in 
every  five  benefices  are  penalized  in  this  way.  It  is 
suggested  that  deduction  shall  be  allowed  on  the 
capital  repaid  as  well  as  on  the  interest. 

[ This  concludes  the  evidence-in-chief.'] 

14.598.  Chairman:  We  had  the  Bishop  of  Bristol 
here  on  the  question  of  the  Bishops’  matter;  do  you 
come  on  behalf  of  the  Board  of  Finance? — No,  my 
lord,  I represom  the  parochial  Clergy,  so  far  as  I 
can  do  so. 
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14.599.  Do  you  represent  tlie  whole  of  the  Clergy? 
At  whose  instance  are  you  here,  and  by  whom 
nominated? — I was  asked  by  his  Grace  the  Arch- 
bishop of  Canterbury  to  come  here.  He  nominated 
me  to  appear  before  this  Commission,  and  then  I was 
asked  to  prepare  this  memorandum  and  give  evidence. 

14.600.  Thank  you.  We  shall  oommence  at  once 
examining  you  upon  your  evidence-in-chief? — If  you 
please. 

14.601.  Mr.  Kerly : Will  you  kindly  turn  to  para- 
graph 16  of  your  paper;  I will  take  your  recom- 
mendations; I think  that  is  the  most  convenient  way. 
May  I say  the  paper  is  so  admirably  clear  that  I do 
not  need  to  elucidate  it  at  all.  Your  first  suggestion 
is  that  the  allowance  for  study  should  be  increased 
to  a sum  not  exceeding  two-thirds  of  the  annual  value 
of  the  house.  What  does  a clergyman  get  now  as  a 
study  allowance? — He  gets  one-eighth. 

14.602.  The  amount  that  should  be  allowed,  in  any 
event,  must  vary  very  much  according  to  the  size  of 
the  house  and  the  work  he  has  to  do,  must  it  not? — 
Yes.  I am  suggesting  that  the  same  allowance  shall 
be  made  to  him  as  is  made  to  other  men  engaged  in 
professional  duties. 

14.603.  How  much  does  a doctor  get? — Two-thirds, 
I think,  does  he  not? 

14.604.  No;  up  to  two-thirds? — That  is  so. 

14.605.  How  much  does  a dentist  get? — I think  the 
same — up  to  two-thirds. 

14.606.  Would  you  be  satisfied  if  a clergyman  were 
allowed  to  satisfy  the  Inland  Revenue  that  a certain 
part  of  his  house,  representing  a certain  proportion 
of  the  value,  was  wholly  occupied  for  the  purposes  of 
his  profession? — Yes;  I think  that  so  far  as  the 
house  is  ooncerned,  I do  not  make  any  claim  beyond 
that  which  all  other  professional  men  at  this  moment 
are  enjoying. 

14.607.  Now  take  the  next  recommendation.  You 
ask  for  an  abatement  of  one-seventh  on  the  tithe 
rent  charge.  In  paragraph  7 you  say:  “ as  tithe  is 
reckoned  as  land  for  purposes  of  taxation,  any  relief 
conceded  to  the  landlord  should  be  extended  to  the 
tithe  also.”  Why  do  you  asK  more  than  the  landlord 
gets? — Because  I show  throughout  the  paper  that  the 
ability  to  pay  of  a beneficed  clergyman  is  not  the 
ability  to  pay  of  an  ordinary  landlord ; that  his  net 
income  is  not  at  his  disposal  in  the  same  way  as  is 
the  income  of  .the  landlord. 

14.608.  Then  really  your  oomplaint  is  not  specific 
with  regard  to  tithe,  but  it  is  part  of  the  general 
complaint  that  a clergyman  has,  from  his  position, 
to  expend  a large  part  of  his  income  over  matters 
which  are  other  than  his  personal  support? — Yes,  that 
is  the  general  point  which  I urge,  but  I think,  so  far 
as  the  tithe  is  concerned,  the  recent  Tithe  Act  has 
raised  a very  special  situation  which  might  be  fairly 
considered  by  this  Commission.  Because,  you  see. 
seven  thousand  beneficed  clergymen  have  had  any 
increase  from  that  source  of  income  arbitrarily 
arrested  by  action  on  the  part  of  the  Government. 

14.609.  They  have  been  prevented  from  getting  the 
increased  income  which  would  have  come  from  the 
rise  in  value  of  the  tithe? — That  is  so.  I suggest 
that  that  is  a point  which  a Commission  of  this  kind 
may  very  fairly  take  into  consideration. 

14.610.  On  the  comparison  between  the  landlord 
and  the  tithe  owner,  the  landlord  gets  his  one-eighth 
on  account  of  repairs  which  are  supposed  to  fall  upon 
him;  the  tithe  owner  has  no  repairs  to  pay? — That 
is  so,  excepting  the  upkeep  of  his  chancel.  He  has 
certain  repairs,  certainly,  which  are  a burden  upon 
the  tithe.  The  upkeep  of  the  chancel  (is  a burden 
on  the  tithe,  if  he  is  a rector. 

14.611.  If  he  is  a rector? — Yes. 

14.612.  He  may  get  the  small  tithes? — The  rector 
gets  the  great  tithes,  and  the  rector  has  to  keep  up 
the  chancel,  whether  he  is  a layman  or  a clergyman. 
That  is,  I believe,  allowed  at  present,  he  can  claim 
at  present  for  anything  expended  on  the  chancel. 

14.613.  Then  that  would  be  allowed  to  the  rector? 
—It  is  allowed  to  the  rector. 

14.614.  Then,  I do  not  appreciate  why  you  want 
further  allowance  on  that  account? — No,  I do  not 
ask  for  further  allowance  on  that  particular  account. 
But  you  stated  that  there  was  no  burden  of  upkeep 


imposed  upon  the  tithe,  and  I say  that  is  not 
accurate. 

14.615.  You  have  now  drawn  my  attention  to  the 
fact  that  there  is  a particular  burden  on  certain  tithe 
owners,  and  that  an  allowance  is  made  for  that? — 
Yes. 

14.616.  That  does  not  seem  to  be  a reason  for 
making  a further  allowance,  or  an  allowance,  to  other 
tithe  owners? — Not  on  that  particular  head,  but,  of 
course,  the  reason  why  1 ask  for  the  abatement  of 
one-seventh  is  because  I recognize  that  there  is  not 
an  exact  analogy  between  the  landlord  and  the  tithe 
owner;  otherwise,  I should  have  asked  for  the  ono- 
eightli  which  is  allowed  to  the  landlord. 

14.617.  One-seventh  is  more  than  one-eighth? — Yes; 
I am  asking  for  more,  because  I say  there  is  no  exact 
analogy  between  the  landlord  and  the  tithe  owner. 

14.618.  Then  we  will  leave  out  all  reference  to  the 
landowner.  The  only  reason  you  have  suggested  so 
far  why  the  clerical  tithe  owner  should  have  a special 
allowance,  is  because  recently  the  increment  in  the 
value  of  his  tithe  has  been  stopped? — That  is  one 
reasdh,  but  rif  you  read  paragraphs  5,  6 and  7 you 
will  see  that  is  not  the  only  reason.  I suggest  that 
as  the  tithe  rent  charge  is  already  more  heavily 
assessed  to  local  taxation,  and  that  local  taxation 
cannot  be  altogether  considered  apart  from  Imperial 
taxation,  that  is  a further  reason.  That  is  set  out 
in  these  paragraphs. 

14.619.  Would  not  the  appropriate  course  be,  if  the 
tithe  ds  over-rated,  as  I gather  you  suggest,  that  that 
should  be  altered,  and  not  a special  exemption  be 
made  in  regard  to  Income  Tax? — We  are  taking  some 
steps  in  that  direction;  but  I direct  attention  to  the 
analogy  of  the  farmer,  because  in  the  case  of  the 
farmers,  that  precise  thing  has  been  done;  they  have 
always  been  excused  from  paying  Income  Tax ; for- 
merly they  paid  no  Income  Tax  at  all ; and  the  reason 
that  they  were  put  in  that  favoured  situation  was 
because  they  were  overtaxed  locally,  or  thought  to 
be  severely  overtaxed  locally.  Now,  I say  that  the 
tithe  is  very  much  more  closely  assessed  locally  than 
the  farmers  are. 

14.620.  I do  not  think  we  shall  get  very  much 
assistance  in  going  into  the  anomalous  case  of  farmers 
being  specially  dealt  with;  about  that  we  have  had 
separate  evidence.  Now,  will  you  let  me  take  the 
next  point:  “ that  Easter  offerings  be  free  of  tax.” 
Easter  offerings  are  a regular  part  of  a clergyman’s 
income,  are  they  not? — I do  not  quite  know  what  you 
mean  by  “ regular,”  but  some  do  not  get  any. 

14.621.  It  is  only  those  who  get  them  who  have  to 
pay  tax? — Yes,  that  is  so. 

14.622.  Let  us  deal  with  the  case  of  a clergyman 
who  is  fortunate  enough  to  get  Easter  offerings. 
They  are  a regular  part  of  his  income,  aro  thoy  not? 
— No,  I do  not  think  so.  An  Easter  offering  may  be 
given  by  a non-parishioner,  to  whom  the  incumbent 
owes  no  parochial  duties. 

14.623.  You  will  agree  that  they  are  voluntary  con- 
tributions towards  the  clergyman’s  income? — I will 
agree  that  they  are  voluntary  contributions  given  as 
a personal  testimonial  or  free-will  offering  to  the 
incumbent. 

14.624.  Chairman : Is  that  in  any  way  d'fferent 
from  what  Mr.  Kerly  put  to  you? — Yes,  I think  so. 

14.625.  Mr.  Kerly : How  would  you  contrast  them 
with  the  free-will  offerings  which  are  the  sole  support 
of  most  nonconformist  ministers? — I do  not  know 
that  I know  sufficient  about  the  position  of  non- 
conformist ministers  to  be  able  at  once  to  draw  a 
parallel,  but  I think  nonconformist  ministers  have 
considerable  endowments. 

14.626.  I should  have  thought  it  was  common  know- 
ledge that  that  is  comparatively  rare;  however,  it 
may  be  so.  Take  the  case  of  a nonconformist 
minister  whose  income  is  provided  solely  by  the  volun- 
tary contributions  of  his  congregation,  and  in  some 
cases,  quite  a large  income? — Yes. 

14.627.  Would  you  suggest  that  he  should  pay  no 
Income  Tax? — I should  like  to  say  that  there  is  a 
certain  class  of  such  gentlemen  who  do  pay  no  Income 
Tax. 

14.628.  There  may  be? — There  are  Roman  Catholic 
priests  in  Ireland  who  get  these  offerings,  and  my 
attention  has  been  directed  to  it,  and  I wish  to  direct 
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the  attention  of  this  Commission  to  it,  that  these 
Roman  Catholic  priests  in  Ireland,  who  get  very 
large  offerings  and  gifts  and  fees,  it  is  alleged,  pay 
no  Income  Tax  upon  them. 

14.629.  If  that  is  so,  is  it  not  because  the  gift  goes 
to  the  Church,  and  not  to  the  individual?— Oh,  no, 

I think  not;  not  at  all.  It  goes  directly  into  the 
pocket  of  the  Roman  Catholic  priest;  and  what  I 
would  suggest  that  this  Commission  might  do  would 
be  to  inquire  as  to  what  the  returns  are  in  Ireland. 

14.630.  So  far  as  I,  at  any  rate,  have  any  knowledge 
of  it,  I only  know  that  the  evidence,  in  the  case  I 
think  you  are  referring  to,  was  that  all  the  gifts  went 
to  the  Church,  and  that  the  particular  priest  had  no 
interest  in  them  whatever  ? — I do  not  think  that  is  at 
all  in  accordance  with  the  facts,  but  I am  only 
suggesting  that  the  Commission  might  ask  for  a 
return  of  the  Income  Tax  paid  by  Roman  Catholic 
priests  in  Ireland,  on  the  offerings  which  they  get, 
covering  a period  of  one  year;  because  it  seems  an 
anomaly  that  one  class  of  ministers  are  to  pay  no  tax 
upon  offerings  which  they  get  daily,  and  that  another 
class  of  ministers,  who  only  get  these  offerings  once  a 
year,  should  be  taxed  upon  them. 

14.631.  I suppose  you  agree  that  if  any  exception 
is  made,  it  must  be  of  a general  character : shall  we 
say  first,  all  ministers  of  religion  shall  pay  no  Income 
Tax  in  respect  of  such  part  of  their  income  as  is  a 
voluntary  contribution?  You  must  put  it  as  widely 
as  that,  must  you  not? — I would  rather  say  that  every 
gift  of  that  nature  should  be  regarded  as  a personal 
testimonial,  a personal  gift  to  themselves,  unless  the 
contrary  is  proved. 

14.632.  If  it  is  a personal  gift,  if  it  is  income,  it 
still  has  to  pay  tax;  so  you  would  have  to  go  further 
than  that? — No,  excuse  me;  I do  not  think  that  is  the 
law. 

14.633.  Then  I must  be  mistaken ; part  of  the 
regular  income? — But  a personal  gift  is  not  a part 
of  the  regular  income. 

14.634.  Pardon  me,  it  may  be ; it  altogether  depends 
upon  whether  it  occurs  regularly,  or  whether  it  is 
merely  casual  and  occasional? — That  is  germane,  no 
doubt. 

14.635.  It  is  the  only  relevant  matter,  is  it  not? — 
The  distinction  is  whether  it  accrues  to  the  clergyman 
as  the  holder  of  an  office.  If  it  accrues  to  him  as  the 
holder  of  an  office  it  is  taxable,  but  if  it  does  not 
accrue  to  him  as  the  holder  of  an  office,  but  is  merely 
a personal  gift  to  himself,  it  is  not  taxable. 

14.636.  That  takes  mo  back  to  my  illustration  of  the 
nonconformist  minister? — My  suggestion  would  be 
that  all  these  gifts  of  this  nature  should  be  regarded 
as  personal  to  the  minister  himself,  unless  the 
contrary  is  demonstrated. 

14.637.  Then  we  have  now  got  the  proposition  I put 
to  you ; general  exemption  of  such  part  of  a man’s 
income  as  comes  from  voluntary  gifts.  Some  doctors 
get  a substantial  part  of  their  professional  income  by 
gifts  from  patients.  Would  you  suggest  that  they  also 
should  be  excepted? — I do  not  think  a doctor  holds 
a position  at  all  analogous  to  that  of  a beneficed 
clergyman.  The  one  is  the  holder  of  a public  office, 
and  the  other  is  not. 

14.638.  Are  you  proposing  that  we  should  deal 
specially  with  beneficed  clergymen? — On  this  question 
of  Easter  offerings,  I suppose  it  would  almost  be 
restricted  to  beneficed  clergymen. 

14.639.  Pardon  me  if  I do  not  express  myself 
accurately,  but  take  the  case  of  a clergyman  in  charge 
of  a mission  church,  who  receives  a substantial  part  of 
his  income  from  seasonal  gifts;  would  you  except 
those? — Yes,  I do  not  think  he  ought  to  pay  on  those. 

14.640.  Then  you  propose  to  go  beyond  beneficed 
clergymen  ? — Yes ; in  that  case  I should. 

14.641.  Now  at  No.  4 in  paragraph  16  you  ask  “ that 
allowance  for  repairs  be  increased  to  one-third  of  the 
annual  value  of  tho  house.”  Do  you  suggest  that 
more  than  the  actual  expenditure  should  be 
allowed  ?—I  imagine  that  there  would  be  such 
difficulty  in  settling  all  those  things  separately  in  each 
case,  that  I should  prefer  a general  percentage  such 
as  that,  which  would  cover  the  whole  thing  and  save 
a great  deal  of  trouble. 

14.642.  Have  you  any  statistics  to  show  us  that  the 
RCtual  average  expenditure  on  a clergyman’s  house 


exceeds  the  normal  one-sixth  allowance? — I think  I 
have  mentioned  that  in  the  report.  I have  given  the 
figures  of  the  Queen  Anne’s  Bounty  Board,  in 
paragraph  9.  I show  you  there  that  the  average 
expenditure  as  calculated  by  the  Queen  Anne’s 
Bounty  Board  is  £25  per  annum.  That  was  prior  to 
the  war,  of  course. 

14.643.  Is  that  on  houses? — Yes. 

14.644.  You  say  £25  per  house,  but  what  is  the 
average  value  of  the  houses? — On  that  I make  this 
little  suggestion.  I say  that  at  any  rate  the  one- 
sixth  would  bring  it  up  to  £150,  and  I say  that  is 
certainly  twice  the  average  value  of  the  house  as 
assessed  for  Schedule  A. 

14.645.  Then  it  would  meet  your  complaint  under 
that  head,  if  the  actual  average  cost  of  repairs  were 
allowed,  provided  it  were  proved  to  the  satisfaction 
of  the  authorities? — Yes,  I should  certainly  accept 
that. 

14.646.  I quite  appreciate  your  general  suggestion, 
that  many  of  the  beneficed  clergy  are  over-housed. 
Now  recommendation  No.  5:  “that  the  tax  under 
Schedule  B on  the  parsonage  garden  be  remitted.” 
You  suggest,  I think,  as  an  alternative — or  perhaps 
it  was  one  of  the  other  witnesses — that  the  garden 
should  be  treated  on  the  actual  profit  obtained  under 
Schedule  D ? — That  is  not  an  alternative  which  I 
have  suggested,  but  I believe  it  has  been  put  in  the 
memorandum  of  the  Central  Finance  Board. 

14.647.  Thank  you;  that  is  where  it  is,  then? — I 
am  in  favour  of  the  abolition  of  Schedule  B 
altogether.  I do  not  see  why  Schedule  B should  exist 
at  all,  because  it  allows  a number  of  persons  to  escape 
paying  tax  who  are  well  able  to  do  so. 

14.648.  If  the  garden  is  used  wholly  or  in  part  as 
a pleasure  garden,  as  lawns,  flower  beds,  and  so  on — 
I suppose  that  sometimes  happens? — Quite  so. 

14.649.  Is  there  any  reason  why  it  should  escape 
the  tax  which  would  normally  fall  upon  it? — Except- 
• ing  that  the  incumbent  is  compulsorily  resident  in  it ; 
he  has  not  the  same  power  of  letting  it,  and  therefore 
the  net  annual  value  is  not  the  same  as  of  a house 
that  a man  may  let  as  long  as  he  chooses.  The 
letable  value  of  a rectory-house  is  very  much  less, 
because  you  can  give  no  security  of  tenure;  you 
cannot  bind  your  successor  in  any  way. 

14.650.  That  would  affect  its  assessment? — Yes,  it 
should  affect  its  assessment,  but  I do  not  think  it 
does.  It  does  not  affect  the  assessment  of  the  garden, 
anyway ; no  allowance  is  made  for  it. 

14.651.  The  garden,  of  course,  is  assessed,  not  as 
farm  land,  but  it  is  assessed  upon  its  single  value? — 
Yes,  that  is  so;  it  has  been  already  assessed  under 
Schedule  A. 

14.652.  That  is  where  it  is  assessed  as  part  of  the 
house;  it  is  not  assessed  again  separately? — It  pays 
two  assessments.  On  Schedule  A it  is  taxed,  and 
then  it  pays  again  on  Schedule  B. 

14.653.  Do  you  mean  that  the  garden  is  assessed  as 
part  of  the  house  under  Schedule  A,  and  the  same 
land  is  again  assessed  under  Schedule  B? — I imagine 
that  is  so. 

14.654.  I do  not;  I may  be  quite  wrong? — I should 
like,  if  I may,  just  to  get  your  point. 

14.655.  Are  you  actually  suggesting  that  the  same 
land  is  taxed  twice? — Yes,  certainly. 

14.656.  That  seems  to  be  a matter  that  should  be 
inquired  into? — But  plenty  of  land  is  assessed  twice, 
is  it  not — if  there  is  an  owner  and  an  occupier? 

14.657.  Sir  E.  Nott-Boxoer : One  is  for  the  land- 
lord’s profit,  and  one  is  for  the  occupier’s  profit. 

14.658.  Mr.  Kerly : I beg  your  pardon ; I did  not 
follow  that : assessed  for  the  landlord’s  profit  and  for 
the  occupier’s  profit? — Yes,  quite  so. 

14.659.  I am  not  sufficiently  familiar  with  it  to  deal 
with  that;  I must  leave  that  to  other  members  of  the 
Commission.  You  ask  for  deduction  for  parochial 
helpers.  Is  the  clergyman  compelled  to  employ  this 
help  ? — He  may  be  compelled  by  the  Bishop  to  employ 
a curate,  under  certain  conditions,  and  that  is  the 
reason,  no  doubt,  why  the  curate’s  stipend  is  allowed. 
He  cannot  be  compelled  by  the  Bishop  to  employ  lady 
helpers,  but,  of  course,  lately  this  employment  of  ladv 
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helpers  has  extended  very  much,  as  you  probably 
know,  and  a great  many  more  have  been  employed; 
some  of  them  even  are  employed  to  preach,  I believe. 

14.660.  Your  suggestion  as  to  that  is  that  where 
the  clergyman  is  obliged,  in  order  to  do  his  work 
properly,  to  have  additional  help,  which  he  pays  for 
out  of  his  stipend,  an  allowance  ought  to  be  made,  on 
the  analogy  of  the  necessary  expenses  of  earning  the 
income  ? — Yes,  I think  that  is  fair. 

14.661.  I think  so,  too.  Then  in  recommendation 
No.  7 you  ask:  “that  the  Property  Tax  books 
Schedule  A and  B be  open  to  inspection.”  Are  they 
not  open  now? — Inspection  is  refused  by  the  Com- 
missioners. As  far  as  I know,  there  is  nothing  in 
law  to  prevent  a taxpayer  inspecting  them,  but  the 
Commissioners  refuse  permission. 

14.662.  I understand  that  they  can  be  seen  and 
examined? — I think  not. 

14.663.  That  seems  to  be  a matter  for  official 
regulation? — I do  not  quite  agree  that  the  officials 
should  settle  a matter  of  that  importance.  All  this 
secrecy  which  wraps  around  the  working  of  these 
things,  I think,  ought  to  be  abolished,  and  I think 
every  taxpayer  should  have  the  right  of  seeing  that 
his  neighbour  is  paying  his  proper  share  towards 
taxation. 

14.664.  The  rate  books  are  available,  are  they  not? 
— The  rate  books  are,  and  therefore  I say  it  is  absurd 
that  the  Property  Tax  books  should  not  be  open. 

14.665.  Do  not  the  rate  books  show  the  assessment 
values? — May  I ask  that  you  would  kindly  read  my 
paragraphs  5,  6 and  7,  because  they  deal  entirely  with 
that.  My  whole  point  is  that  the  land  is  under- 
assessed. The  rate  book  shows  assessments  which  the 
farmers  sitting  round  their  own  table,  assessing  their 
own  farms,  made.  I want  to  know  what  an  impartial 
authority,  a Surveyor  of  Taxes,  has  valued  those 
same  farms  at,  and  I cannot  find  out,  because  per- 
mission to  inspect  the  books  is  refused. 

14.666.  Mr.  McLintock : The  assessment  of  a 

farmer  is  on  the  rent  that  he  pays  to  the  landlord, 
and  no  inspection  of  books  would  make  it  any  different, 
and  his  Schedule  B,  of  course,  is  twice  the  rent? — You 
are  talking  about  the  assessment  to  the  parochial 
rates,  on  his  rent. 

14.667.  The  rent  is  not  conclusive  in  point  of  law, 
but  when  the  farmer  is  the  owner  and  occupier  as 
well,  he  has  fixed  an  artificial  rent  himself;  no  rent 
is  paid.  It  is  rent  which  he  has  fixed  himself  really, 
an  artificial  rent,  an  estimated  rent,  a rent  which  he, 
being  the  person  who  has  fixed  it,  has  fixed  very  low. 

14.668.  Mr.  Kerly : It  seems  entirely  new  to  me  that 
anybody  being  owner  and  occupier,  as  you  say,  is 
able  to  fix  the  rent  on  which  he  can  be  assessed.  It 
is  an  entirely  new  suggestion? — The  local  assessment 
committee  fixes  the  rateablo  value ; that  rateable 
value  is,  as  a rule,  fixed  upon  the  rent,  the  rent  is 
taken  as  the  basis.  The  rent  is  not  conclusive. 
Landlords  have  not  been  raising  their  rents  very 
much,  but  the  value  of  land  has  been  going  up  very 
much,  as  you  see  when  it  comes  into  the  market. 

I am  speaking  of  the  cases  where  the  owner  is  also 
the  occupier  of  the  farm. 

14.669.  Where  there  is  no  rent? — There  is  no  rent; 
the  rental  value  is  estimated,  and  it  is  estimated, 
by  the  farmers  sitting  round  their  table,  very  low. 

14.670.  Chairman:  Do  they  assess  the  farm  of  a 
farmer  who  owns  the  land  at  less  than  other  farms  ? — 
They  generally  assess  all  the  land  very  much  under 
its  value. 

14.671.  Your  point  is  that  the  whole  assessment 
is  under  ? As  far  as  the  land  is  concerned,  but  the 
tithes  are  assessed  right  up  to  the  gross;  that  is  one 
of  the  reasons  why  I ask  for  special  consideration  for 
tithe. 

14.672.  Mr.  Kerly : I think  we  appreciate  the 
rating  point.  Your  next  point  is  that  a more  simple 
explanatory  form  should  be  prepared.  Your  para- 
graph 14  goes  to  show  that'  many  of  the  Clergy  do  not 
understand  how  certain  matters  really  affect  them, 
and  that  some  of  the  Surveyors  are  equally  ignorant. 
Have  you  not  connected  with  the  Church  a great 
many  capable  bodies  and  gentlemen  who  ere  well  able 


to  inform  their  colleagues  and  friends?  Why  do  you 
not  do  this  very  thing  for  yourselves  ? — I quite  agree ; 
but  do  you  not  think  that  that  should  have  been  put 
to  the  Bishop  yesterday?  Because  I am  not  the 
person  who  manages  these  bodies. 

14.673.  You  are  the  only  witness  I have  to  deal 
with  at  the  moment. — Would  there  be  any  difficulty 
in  preparing,  perhaps  in  conjunction  with  the  Eccle- 
siastical Commissioners,  some  simpler  statement  than 
there  is  at  present?  It  is  a small  point,  but  it  is 
important  to  the  Clergy,  because  I get  letters — I am 
crowded  with  letters — asking  advice  on  all  kinds  of 
points.  I do  not  set  up  to  be  a legal  adviser  to  the 
Clergy. 

14.674.  It  is  very  desirable  that  information  in  the 
simplest  possible  form  should  be  widely  disseminated  ? 
— 1Thank  you.  I think  that  is  all  I have  asked  for. 

14.675.  Now  go  to  the  postcript,  headed  “ Mort- 
gages.” You  complain  that  where  money  has  been 
raised  on  loan  and  the  loan  has  to  be  repaid  over  a 
period  of  years  you  in  fact  pay  Income  Tax  on  capital  ? 
— Yes. 

14.676.  That  is  common  to  everybody  who  is  replac- 
ing capital  or  making  savings? — I think  I had  not 
quite  taken  that  point;  I think  I have  now.  You 
see,  there  is  no  capital  in  the  benefice;  the  payment 
has  to  come  out  of  income.  I follow  the  analogy  which 
you  have  drawn,  but  there  is  a little  difference.  The 
repayment  of  the  capital  has  to  come  out  of  income, 
because  there  is  no  capital  attached  to  the  benefice 
which  can  be  used  for  the  purpose. 

14.677.  But  the  structure  itself  is  the  capital  ? — 
But  that  simply  brings  me  back  to  the  point  that  the 
clergyman  for  the  moment  is  not  the  owner  of  all 
those  things.  He  is  not  in  the  position  of  the  free- 
holder owner  of  all  those  things  which  you  are  taxing 
as  though  he  was.  He  is  merely  the  trustee  of  a 
charitable  corporation. 

14.678.  His  position  is  exactly  the  same  as  that,  foi 
instance,  of  ratepayers  for  the  moment  who  are  pay- 
ing off  loans,  who  are  taxed  on  corporate  property. 
It  is  strictly  analogous,  is  it  not? — I do  not  know 
that  I can  answer  that  for  the  moment. 

14.679.  Are  you  concerned  at  all  with  the  case  of 
the  Bishops? — I think  you  have  examined  the  Bishop 
of  Bristol. 

14.680.  Very  well,  then  I will  not  worry  you  about 
that. — Thank  you. 

14.681.  Mr.  McLintock : There  is  only  one  point,  on 
this  question  of  repairs.  You  state  that  the  £25 
repairs  at  one-sixth  would  be  equivalent  to  an  annual 
value  of  £150,  and  you  say  that  half  this  sum  is 
considerably  over  the  average  annual  value  of  the 
houses? — I think  so. 

14.682.  Would  about  £52  be  a fair  annual  value 
taking  them  all  over  ? — Yes,  I should  think  it  would 
be.  Mine  is  a small  house.  I only  pay  £40  myself, 
but  I think  £52  would  be  a fair  average. 

14.683.  Have  you  overlooked  the  provision  that  is 
in  the  last  Finance  Act? — No,  I have  looked  at  that. 
Do  you  mean  the  1919  or  the  1918  Act  ? 

14.684.  The  1919  Act. — I know  there  is  one;  you 
mean  it  is  treated  as  earned  income. 

14.685.  Do  you  know  that  if  the  owner  of  any 
house  not  exceeding  a certain  value  shows  that  the 
cost  to  him  of  maintenance,  repairs,  insurance  and 
management,  according  to  the  average  of  the  pre- 
ceding five  years,  has  exceeded  the  one-sixth  allow- 
ance, he  can  make  a claim  and  can  get  repayment  on 
the  amount  of  the  excess  ? — No,  I have  not  seen  that. 

14.686.  That  is  on  the  average  of  the  previous  five 
years,  if  yo'ur  repairs  exceed  one-sixth  and  the  annual 
paiue  of  the  house  is  £52  per  annum  or  less  you  will 
get  your  actual  expenses  allowed? — That  is  not  only 
agricultural,  is  it? 

14.687.  No.  The  rule  reads  that  the  houses  to 
which  Rule  8 of  No.  V in  Schedule  A (which  confers 
relief)  applies,  shall  be  any  house  the  annual  value 
of  which  under  Schedule  A does  not  exceed  £70  in 
London,  £60  in  Scotland  and  £52  elsewhere.  Does 
not  that  meet  most  of  your  cases? — It  does.  That  was 
put  in  the  Finance  Act  this  year  only. 

14.688.  But  it  gives  relief  on  this  particular  point? 
— Yes,  it  does. 
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14.689.  Professor  Pigou : In  paragraph  2 you  make 
a claim  on  the  ground  that  the  Clergy  have  a moral 
obligation  to  maintain  hospitality  and  relief  of  the 
poor,  and  so  on.  Is  it  possible  to  distinguish  the 
Clergy  in  that  from  other  people?  Would  you  make 
a distinction? — I do  not  think  that  the  distinction  is 
a legal  one,  but  I think  that  the  clergyman  can 
hardly  slam  his  door  in  the  face  of  a poor  person,  as 
the  layman  does,  or  can  do. 

14.690.  But  how  would  you  make  a distinction  in 
the  rule  about  his  Income  Tax? — We  are  considering 
the  persons  who  are  taxed,  not  the  property  owner 
that  is  taxed,  and  if  you  regard  the  person  who  is 
paying,  on  whom  the  burden  is  falling,  I think  you 
may  assume  that  that  person  on  this  ground  is  entitled 
to  some  consideration. 

14.691.  Would  you  let  off  Mr.  Carnegie  on  similar 
grounds? — No,  Mr.  Carnegie  did  not  hold,  I think, 
any  office  of  public  employment  within  the  sense  of 
the  statutes,  therefore  he  had  no  such  moral  obliga- 
tion upon  him  as  is  imposed  upon  me. 

14.692.  Then  a person  who  has  a moral  obligation 
to  do  it  is  to  be  let  off  and  the  person  who  does  it 
without  a moral  obligation  is  not.  Is  that  the  posi- 
tion?— If  I may  say  so,  I do  not  think  that  is  very 
much  to  the  point.  The  whole  point  of  my  paragraph 
is  that  owing  to  this  position  in  which  the  incumbent 
or  the  clergyman  is  placed  there  is  an  obligation  upon 
him  which  is  generally  expected,  as  the  result  of  a 
long  tradition,  which  is  not  expected  of  other  people. 
That  is  the  whole  point. 

14.693.  In  the  same  way  you  say  he  must  educate 
his  children  at  higher  class  schools.  Is  it  possible  to 
distinguish  there  the  clergyman  from  a doctor  or  an 
officer  in. the  Army? — No,  but  I think  that  a clergy- 
man is  very  much  more  taxed  than  a doctor  or  an 
officer  in  the  Army.  An  officer  in  the  Army  pays 
only  a 9d.  tax. 

14.694.  The  particular  argument  here  is  that  the 
clergyman  has  to  educate  his  children  at  a higher 
class  school.  Are  you  going  to  apply  that  argument 
only  in  regard  to  clergymen  or  in  regard  to  all  other 
classes? — Of  course  it  applies  to  certain  other  classes, 
but  the  capital  expended  in  the  education  of  a clergy- 
man is  perhaps  rather  more  than  the  capital  expendi- 
ture in  other  professions,  i do  not  wish  to  draw 
invidious  distinctions  at  all. 

14.695.  My  difficulty  is  that  so  many  of  these  argu- 
ments for  special  exemption  of  clergymen  must 
logically  be  extended  to  other  classes,  and  then  the 
amount  of  money  that  the  Revenue  would  lose  would 
be  enormous? — Yes,  I see  the  point.  But  ought  they 
to  be  logically  extended  if  the  State  has  put  the 
clergyman  in  one  position  and  has  not  put  the  doctor 
or  dentist  in  that  position  ? Why  should  you  logically 
extend  it  if  the  position  in  which  the  two  men  are 
placed  by  the  State,  as  a result  of  national  history, 
is  not  the  same? 

14.696.  Then  you  distinguish  between  a clergyman 
of  the  Church  of  England  and  a clergyman  of  other 
denominations? — Certainly.  The  positions  are  in  no 
way  analogous. 

14.697.  It  would  be  rather  an  unpopular  proceeding 
to  distinguish,  for  Income  Tax,  between  the  Clergy  of 
the  Church  of  England  and  the  Clergy  of  other 
denominations? — I do  not  know  why  it  should  be.  I 
think  the  Clergy  of  other  denominations  say  they  do 
not  want  State  privileges.  State  disabilities  may 
properly  be  accompanied  by  State  privileges. 

14.698.  In  regard  to  the  parsonage  garden,  is  the 
intention  of  paragraph  10,  that  this  special  treatment 
should  apply  only  to  clergymen’s  gardens  or  to  every- 
body’s  gardens? — I think  I have  said  I am  in  favour 
of  the  abolition  of  Schedule  B altogether. 

14.699.  Then  it  would  not  be  a special  privilege  to 
the  clergyman? — No,  it  would  not.  I do  not  put  in 
my  evidence  that  I am  in  favour  of  the  abolition  of 
Schedule  B altogether,  because  that  is  going  outside 
my  scope.  You  do  not  want  me  to  give  evidence  about 
farmers. 

14.700.  Then  with  regard  to  these  mortgages,  is  that 
also  to  be  general  or  is  it  to  be  special  to  the  Clergy? 
— •I  think  it  is  a special  case  arising  from  the  condi- 
tions which  the  State  has  chosen  to  place  upon  par- 
sonage houses.  The  State  has  selected  the  houses  of  a 


certain  class  of  citizens  for  exceptional  treatment, 
and  as  long  as  it  has  done  that  by  Statute  I say  that 
there  is  also  a ground  for  exceptional  treatment  with 
reference  to  their  tax. 

14.701.  Then  this  is  specially  personal  to  clergymen? 
— Yes,  it  is  personal  to  the  Clergy. 

14.702.  You  have  not  considered  whether  these 
grievances  could  be  more  fitly  met  in  some  other  way 
than  by  Income  Tax?  ,1  mean  by  alterations  in  the 
Statute,  for  instance? — I have  considered  that,  but 
then  my  point  is  that  the  State  should  recognize 
fairly  what  the  State  has  done.  It  is  not  for  me  to 
go  to  the  laity  begging  for  increase  of  my  income 
when  it  is  the  State  which  has  put  me  in  this  excep- 
tional position. 

14.703.  Supposing  that  these  Bpecial  privileges  that 
you  ask  for  are  confined  to  the  Clergy,  have  you  any 
estimate  of  what  the  cost  to  the  Revenue  would  be? — 
The  Inland  Revenue  returns  do  not  enable  me  to  do 
that.  I have  only  been  able  to  estimate  it  under  the 
Easter  offerings  point.  In  paragraph  8 I have  given 
the  figures. 

14.704.  That  is  quite  small,  is  it  not? — It  is  quite 
small;  but,  as  far  as  I can  make  out,  the  Inland 
Revenue  returns  do  not  enable  me  to  estimate  the 
other. 

14.705.  Mr.  Armitag e-Smith : It  has  been  suggested 
to  you  that  the  Easter  offerings  made  to  the  Clergy 
are  a regular  source  of  income? — Yes. 

14.706.  Apart  from  the  fact  that  Easter  occurs  at 
approximately  regular  intervals,  is  there  any  other 
regularity  about  these  offerings — in  amount,  for 
instance? — No;  they,  of  course,  vary  according  to  the 
popularity,  if  I may  use  the  word,  of  the  incumbent. 
If  he  is  liked  by  his  people  he  gets  a largely  increased 
amount,  and,  of  course,  another  one  might  not  get  so 
much. 

14.707.  Is  it  not  the  fact  that,  at  any  rate  in  large 
London  churches,  a considerable  proportion  of  the 
population  attending  is  non-parochial  and  floating? — 
That  is  so  in  London,  certainly.  The  parochial 
system  tends  to  break  down  in  London. 

14.708.  Therefore  no  prudent  clergyman  would 
budget  in  his  annual  accounts  for  any  regular  amount 
of  income  from  this  source? — No,  of  course  he  would 
not,  because  he  could  not  say  whether  he  would  be  as 
well  liked  as  his  predecessor. 

14.709.  And  from  year  to  year  the  amount  would 
be  variable? — Very  variable. 

14.710.  Is  there  any  legal  mOans,  I do  not  say  of 
evading,  but  of  avoiding  this  tax?  For  instance,  if 
the  Easter  offerings  were  devoted  to  a specific  purpose 
for  the  benefit  of  the  clergyman  would  they  still 
attract  tax  ? — No.  In  the  case  of  Cooper  v.  Blakiston 
all  these  things  have  been  argued  out,  but  if  it  was 
given  for  a specific  purpose,  as  for  taking  a holiday, 
for  example,  that  would  not  attract  tax. 

14.711.  Therefore  if  the  persons  who  attend  the 
parish  church  were  invited  to  subscribe  to  one  or 
other  of  certain  specified  purposes  in  their  Easter 
offerings  the  law  would  cease  to  impose  taxation  on 
those  offerings? — That  is  a very  nice  legal  point,  but 
I am  inclined  to  think  that  it  would  be  as  you  say. 

14.712.  Have  the  Clergy  considered  the  propriety 
or  desirability  of  adopting  that  procedure? — I do  not 
think  so.  Evasion  would  be  distasteful  to  the  Clergy. 

14.713.  Mr.  May : Would  not  his  financial  loss  be 
greater  in  that  way? — It  would  be  a distasteful  thing 
to  do,  I think.  You  see,  the  rubric  of  the  Prayer 
Book  is  what  prescribes  or  suggests  that  there  should 
be  offerings,  and  I do  not  think  the  Clergy  wish  to  go 
behind  it. 

14.714.  Mr.  Armitag  e-Smith : Then  I understand 
the  present  position  is  that  a clergyman  can  only  get 
relief  in  respect  of  expenditure  on  parochial  helpers 
when  he  is  compelled  by  his  Bishop  to  employ  one 
particular  kind  of  assistance,  namely,  that  of  a 
curate? — That  iB  so. 

14.715.  Therefore  the  more  zealous  the  priest  the 
more  heavily  he  is  penalized  ? — That  is  so.  I give  an 
example  here  of  a London  clergyman  who  employed 
two  ladies  to  help  during  the  war,  and  that'  brought 
him  on  to  a higher  scale  of  tax. 

14.716.  The  more  zealous  he  is  in  performing  a 
public  function  the  more  tax  he  has  to  pay? — Cer- 
tainly, on  this  particular  point  it  would  be  90. 
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14.717.  If  you  will  turn  to  paragraph  16,  the  ex- 
cellent summary  of  your  recommendations,  it  occurs 
to  me  that  those  recommendations  are  not  all  of  equal 
importance  in  the  interests*1  of  the  Church.  Does  the 
order  in  which  you  have  scheduled  them  indicate 
your  view  of  their  importance? — No;  no  importance 
must  be  attached  to  the  order,  if  you  please. 

14.718.  Am  I right  in  inferring  from  your  evidence 
that  the  points  to  which  you  attach  the  greatest  im- 
portance are  those  under  No.  6,  No.  4 and  No.  1?  I 
am  referring  to  the  list  in  paragraph  16  of  your 
evidence-in-chief? — No,  not  quite.  I should  attach 
the  greatest  importance  to  No.  2. 

14.719.  I will  include  that;  that  is  four? — No.  2, 
No.  4,  No.  6 and  No.  1;  yes,  I think  that  would  be  so, 
if  you  more  specially  put  in  No.  2.  I attach  the 
greatest  importance  to  No.  2.  The  tithes  have  been 
specially  dealt  with  by  the  last  Act,  and  I think  that 
should  be  taken  into  consideration. 

14.720.  I omitted  that  because  I,  for  my  part,  do 
not  yet  fully  understand  the  law.  There  seems  to  be 
some  obscurity  on  that  point.  Would  you  be  satisfied 
if  your  recommendation  No.  1 were  amended  so  that 
the  words  “ not  exceeding,”  which,  I think,  are 
ambiguous,  read  “up  to  ” ; in  other  words,  if  you 
had  the  same  treatment  as  other  professional  men? — 
Yes,  quite  so.  The  words  “ not  exceeding,”  I think, 
are  very  frequent  in  the  Statutes;  probably  that  is 
the  reason  they  have  crept  into  my  statement. 

14.721.  Would  you  be  satisfied  if  No.  4,  allowance 
for  repairs,  were  based  upon  the  actual  expenditure, 
subject  to  a limit  not  exceeding  one-third? — Yes,  1 
would  be  quite  satisfied  with  that. 

14.722.  Mr.  Marks : I have  seen  somewhere, 

recently,  that  the  value  of  tithes — I do  not  know 
whether  I am  putting  it  technically  correctly — 
before  the  war  was  £64  10s.  per  cent.,  and  that  it 
gradually  crept  up  with  the  price  of  corn,  and  was 
arrested  by  the  Finance  Act,  or  by  some  Act  of  1918, 
at  £109  3s.  10d.,  was  it? — £109  3s.  lid.;  that  is  quite 
correct. 

14.723.  Therefore  by  Statute  the  upward  movement 
has,  as  you  say,  been  arrested? — Yes. 

14.724.  Is  that  a fixed  figure,  or  can  it  be  varied 
downwards  still? — It  is  a fixed  figure  till  the  year 
1926. 

14.725.  And  then  might  it  vary  either  upwards  or 
downwards,  or  only  downwards? — Then  the  law  of 
averages  will  operate  again.  It  is  a fifteen  years’ 
average.  It  is  fixed  till  1926. 

14.726.  Whatever  the  price  of  wheat  might  be, 
it  will  be  fixed  accordingly  after  1926,  on  the  average 
of  fifteen  years? — Yes,  that  is  so. 

14.727.  On  this  question  of  Easter  offerings,  or 
perhaps  the  larger  question  of  voluntary  contribu- 
tions, reading  from  Dowell’s  text-book,  I see  this : 
“ Portions  of  the  collections  taken  in  church  on 
certain  Sundays  were  paid  to  the  incumbent.  The 
payments  were  made  to  him  as  incumbent,  but 
would  not  have  been  made  unless  he  had  been 
poor : — Held,  that  he  was  not  assessable  to  Income 
Tax  in  respect  of  the  amount  so  received.”  The 
reference  is  Turton  v.  Cooper.  I suppose  you  find 
some  difficulty  in  your  mind  in  distinguishing 
between  the  whole  of  a collection  taken  on  a 
particular  Sunday,  paid  to  a clergyman  because  he 
is  poor,  and  a portion  of  a collection  taken  on 
certain  Sundays  and  paid  to  him  as  an  incumbent 
because  he  is  poor;  or  do  you  find  no  difficulty  in 
distinguishing  between  those  two  cases? — I do  not 
think  that  I find  much  difficulty  myself,  in  distin- 
guishing them.  The  stipends  of  some  incumbents  are 
paid  by  part  of  the  collections  taken  up,  regularly. 

14.728.  You  mean  that  it  might  be  quite  right  for 
those  clergymen  who  take  portions  of  the  collection 
on  certain  Sundays,  to  escape  tax,  but  not  right  for 
other  clergymen  who  take  the  whole  of  the  offerings 
on  a particular  Sunday?— No;  if  I follow  you,  I do 
not  think  that  quite  puts  what  I should  say.  I 
should  say  that  if  a clergyman  takes  part  of  the  col- 
lections every  Sunday  as  a habitual  practice,  that 
is  clearly  a part  of  his  income  and  he  should  pay; 
hut  if  he  has  a free  will  offering  once  a year,  I do  not 
think  that  is  the  same, 


14.729.  That  is  at  variance  with  the  view  taken  by 
the  judges,  because  although  this  clergyman  did  not 
get  part  of  the  collection  on  every  Sunday,  he  got 
get  part  of  the  collection  on  every  Sunday,  he  got 
held  to  be  not  assessable  to  Income  Tax  in  respect  of 
that? — But  has  not  the  case  of  Cooper  v.  Blakiston 
modified  that? 

14.730.  I do  not  think  you  get  my  point.  I am 
not  going  to  press  the  case  of  Cooper  v.  Blakiston. 
Of  course,  it  depended  solely  on  the  views  which  the 
House  of  Lords  took  of  voluntary  Easter  offerings. 
That  establishes  the  law  in  regard  to  Easter  offerings. 
There  is  this  other  case  of  Turton  v.  Cooper,  in  which 
it  was  held,  as  I have  already  read,  that  portions  of 
collections  taken  on  certain  Sundays  and  payable  to 
the  incumbent,  although  payable  to  him  as 
incumbent,  were  not  liable  to  tax? — I do  not  under- 
stand how  that  was,  but  I am  glad  to  be  reminded 
of  the  case. 

14.731.  I will  not  press  the  point.  It  seems  to  me 
very  difficult  to  reconcile  those  decisions? — It  is. 
I am  much  obliged  to  you;  I will  look  that  case  up. 

14.732.  Mr.  Walker  Clark  : With  regard  to  your 
paragraph  2,  are  not  theso  contributions  many  of 
them  sentimental  and  optional  in  the  same  way  that 
a mayor  of  a town  or  a prominent  public  man  is 
expected  to  contribute  ? — I think  the  mayor  of  a town 
generally  gets  an  allowance  for  doing  that  sort  of 
thing,  does  he  not,  from  the  corporation? 

14.733.  Are  they  not  sentimental  or  optional  to  a 
large  extent? — I admit  that  they  are  not  legal,  of 
course. 

14.734.  Not  compulsory? — Not  compulsory;  I 

admit  that,  of  course. 

14.735.  You  have  used  the  phrase  more  than  once 
that  the  State  puts  the  clergymen  in  that  position ; 
is  it  not  the  fact  that  the  clergymen  accept  volun- 
tarily the  position  ? — One  particular  clergyman 
accepts  a particular  position  voluntarily,  but  the 
State  has  regulated  the  whole  of  the  clergymen  in  the 
particular  positions  that  they  occupy. 

14.736.  Just  the  same  as  the  State  has  regulated 
the  positions  of  the  postmasters  and  all  the  public 
officials  under  the  State? — Quite  so. 

14.737.  And  therefore®  the  same  claims  which  are 
made  by  you  would  hold  good  for  every  other  State 
official? — I should  like  to  think  over  that  a bit.  Do 
postmasters  pay  any  taxes  at  all  on  their  official 
residences  ? 

14.738.  I should  wonder  very  much  if  they  did 
not? — Well,  that  is  a question  of  fact.  I doubt  it. 

14.739.  Passing  now  to  paragraph  3,  the  parsonage 
house  and  allowance  of  ono-eighth,  is  it  not  a fact 
that  there  is  a great  difference  between  the 
occupation  of  a dentist  and  doctor  and  a clergyman 
in  this  sense,  that  the  dentist  and  doctor  use  their 
surgeries  directly  and  solely  for  business  purposes  or 
professional  purposes ; the  public  have  absolute 
access  at  pretty  well  all  hours  of  the  day? — Well,  yes. 
You  mean  to  say  he  uses  it  more  specially  for  his 
profession  than  the  clergyman  does  his  study? 

14.740.  I did  not  put  that  word ; I said  used  by  the 
public? — I think  the  clergyman’s  door  is  quite  as 
freely  open  to  the  public  as  the  dentist’s  or  the 
doctor’s. 

14.741.  Yes,  the  door  is ; but  I am  speaking  of  the 
use  of  the  room? — Well,  it  is  a very  fine  point. 

14.742.  You  have  drawn  a distinct  parallel  between 
the  dentist  and  the  doctor  and  the  clergyman? — Yes, 
as  far  as  the  deductions  are  concerned. 

14.743.  They  are  satisfied  with  the  one-eighth? — 
Who — the  doctor  and  the  dentist? 

14.744.  With  the  two-thirds? — Yes.  Wo  only  get 
one-eighth. 

14.745.  You  think  they  are  parallel? — Yes. 

14.746.  I am  suggesting  to  you  that  there  is  no 
parallel  between  the  two  cases ; they  are  totally 
dissimilar? — May  I say  that  the  parallel  I draw  is 
that  drawn  bv  the  Statute  of  last  year,  because  the 
clergyman’s  house,  which  prior  to  that  was  not  allowed 
this  deduction  at  all,  is  now  to  have  a (leuucbion 
made ; and  I think  the  deduction  should  he  the  same 
fi8  qiade  in  tho  case  of  other  professional  classes, 
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14.747.  Provided  there  is  the  same  user? — Just  so. 

14.748.  But  is  there  the  same  user;  I suggest  to 
you  that  there  is  not?  One  other  point,  and  a very 
small  one,  with  respect  to  the  parsonage  garden.  The 
garden  has  already  been  taxed  under  Schedule  A, 
and  is  sometimes  subject  to  Land  Tax.  Is  it  not 
the  fact  that  the  redemption  of  the  Land  Tax  is 
the  cause  of  not  being  subject  to  Land  Tax?  All  land 
is  subject  to  Land  Tax? — Unless  it  has  been  re 
deemed. 

14.749.  And  there  is  no  grievance  there? — Oh,  the 
Land  Tax  is  of  course  a burden  which  really  does 
not  come  in;  it  is  only  incidentally  mentioned  here, 
and  I will  not  press  that. 

14.750.  One  other  point,  and  that  is  with  reference 
to  parochial  helpers.  Is  there  not  a very  wide  door 
suggested  here:  “other  parochial  helpers.’’  Would 
the  church  organist  come  in,  and  many  others? — 
Well,  if  the  incumbent  had  paid  a helper  out  of  his 
own  pocket  for  the  efficient  carrying  out  of  the  work 
of  the  church,  even  if  he  is  the  organist — of  course, 
it  is  very  unusual  to  pay  an  organist  out  of  his  own 
pocket — I do  not  see  why  he  should  not  be  allowed  it 
as  part  of  the  costs. 

14.751.  In  paragraph  13  you  say:  “ We  have  sug- 
gested above  that  the  basis  of  the  Poor  Law  valuation 
is  frequently  followed  by  the  Assessors.”  I suppose 
you  mean  there  by  the  Commissioners? — Well,  the 
Commissioners  might  revise  the  Assessor’s  estimate, 
but  the  Assessor  is  the  first  man  to  make  the  valua- 
tion. 

14.752.  Yes.  Do  you  suggest  that  that  valuation 
is  definitely  fixed  and  accepted  by  the  Commissioners 
without  due  inquiry? — I quote  the  Departmental 
Committee  myself  that  they  are  not  prepared  from 
any  independent  valuation. 

14.753.  That  Departmental  Committee  is  on  local 
taxation;  I gave  evidence  before  it  myself?— Yes. 

14.754.  It  has  nothing  to  do  with  Imperial  taxa- 
tion?— I suggest  in  my  paragraph  that  th£  point 
is  very  important,  because  if  the  Surveyor  of  Taxes 
or  the  Assessor  of  taxes  follows  the  Poor  Rate 
assessment,  and  that  Poor  Rate  assessment  is  much 
under  its  value,  there  is  also  a loss. 

14.755.  I quite  follow  that.  My  point  is,  do  you 
suggest  seriously  that  there  is  no  inquiry  made  by 
the  Surveyor  or  the  Assessor  into  the  valuation — that 
is,  into  the  appropriateness  of  the  valuation? — No, 
1 do  not  suggest  that  they  do  not  make  any  at  all, 
but  I think  on  the  whole  they  accept  the  basis  of  the 
Poor  Law  valuation. 

14.756.  That  is  one  of  the  factors,  undoubtedly, 
but  still,  have  you  ever  known  a case  where  a Sur- 
veyor has  accepted  a grossly  unfair  local  assessment 
for  Imperial  purposes? — I say  that  as  I have  not 
been  able  to  inspect  the  Property  Tax  books,  I cannot 
answer  that  question  with  the  explicitness  which  I 
should  desire. 

14.757.  I am  asking  you  if  you  have  ever  heard  of 
a distinct  case? — No,  because  I cannot  get  to  the 
Property  Tax  book  to  compare  the  two. 

14.758.  Mr.  Walker  Clark : May  I suggest  that 
very  careful  and  full  inquiry  is  in  fact  made,  and  that 
no  such  inequitable  cases  are  allowed  to  slip  through  ? 

14.759.  Mrs.  Knowlep : Have  you  got  any  sugges- 
tions as  to  how  many  clergymen  do  pay  Income  Tax; 
because  it  seems  to  me  that  with  the  wife  and  children 
allowances  very  few  would  come  into  the  Income  Tax 
paying  ranks? — No,  I have  not  a ly  statistics  as  to 
the  exact  number  that  pay  the  tax ; but  I think  that 
all  benefited  clergymen  pay  Income  Tax.  They  must 
do  from  the  very  nature  of  the  csfse,  as  they  are 
the  owners  of  real  property,  and  there  are  of  those 
14,600. 

14.760.  But  with  the  wife  and  children  allowances, 

even  if  they  were  beneficed  clergy,  they  would  get  it 
back  if  they  were  below  the  limit? — I think  it  is  very 
difficult  for  him  to  get  back  the  Schedule  A on  the 
house.  I never  heard  of  anyone  being  able  to  do  it. 
T admit,  of  course,  as  to  the  other  points  what  you 
say.  ’ 

14.761.  Is  it  the  fact  that  many  clergymen  make  a 
large  income  out  of  the  house  by  letting  it  in  the 
summer  months? — Only  in  fashionablo  seaside  places, 
occasionally,  for  a few  months, 
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14.762.  In  the  Lake  District? — In  a few  fashionable 
resorts  like  that  they  do,  for  a few  months. 

14.763.  Would  not  that  set  off  a good  deal  against 
the  exemption  you  are  claiming  for  the  house? — No,  I 
really  think  the  point  is  quite  negligible  as  to  letting 
the  house  for  a month  or  two  in  the  summer,  because 
it  is  quite  an  exceptional  income. 

14.764.  Then  so  many  clergymen  take  in  backward 
boys,  and  so  on,  and  teach  them,  which  they  could 
not  do  if  they  had  not  a large  house? — If  he  does 
that  he  has  to  pay  Income  Tax.  I am  not  asking  for 
any  exemption  for  a man  on  that  account.  If  he 
makes  additional  earning,  of  course,  it  is  fair  for 
him  to  pay 

14.765.  You  have  spoken  of  the  exceptional  burden 
on  the  parish  priest,  because  the  poor  naturally  go 
to  him  for  relief? — Yes,  I put  that. 

14.766.  It  seems  to  me  that  I have  contributed 
for  many  Sundays  to  the  sick  poor  and  parish  ex- 
penses. Has  he  not  got  that  fund  to  draw  upon? 
It  seems  to  me  that  I contribute  every  Sunday  to  it, 
but  I am  not  sure  ? — I am  afraid  the  number  of 
parishioners  who  contribute  regularly  every  Sunday 
to  anything  is  extremely  small. 

14.767.  But  does  he  not  have  a considerable  fund 
behind  him  to  satisfy  those  charities? — It  is  helping 
in  the  direction,  yes ; it  is  fair  to  say  that. 

14.768.  There  is  nothing  incumbent  upon  him  to 
give  in  charity  beyond  that  of  an  ordinary  person  like 
myself,  but  he  has  got  this  fund  at  his  back;  every- 
body has  to  give  in  charity,  or  ought  to  ? — I think  we 
have  already  dealt  with  that  point.  Little  points, 
of  course,  I do  not  wish  to  press,  but  as  you  put  that 
point  I simply  say  that  in  the  Statutes  of  the  Realm 
from  the  Tudor  Statutes  downwards,  that  obligation 
is  recognized  as  attaching  to  a certain  class  of  indi- 
viduals ; there  is  not  that  same  recognition  in  the  case 
of  any  other  individuals. 

14.769.  But  he  meets  that  obligation  by  collecting 
from  the  congregation  under  the  head  of  sick  poor 
and  parish  expenses? — Yes. 

14.770.  Therefore  he  is  relieved  of  it;  that  is  my 
point? — I acknowledge  your  point.  I must  give  you 
that  point,  certainly. 

14.771.  Sir  E.  Nott-Bower : I want  to  ask  a 

question  on  No.  2 of  yofir  recommendations,  that  an 
abatement  of  one-seventh  be  allowed  on  the  tithe 
rent  charge? — Yes. 

14.772.  Do  you  suggest  that  at  present  the  clergy- 
man pays  in  respect  of  tithe  rent  charge  Inoomo 
Tax  on  a sum  greater  than  the  net  amount  of  tithe 
rent  charge  that  he  receives?  I cannot  understand 
what  that  one-seventh  is  to  cover? — Tithe  for  the 
purposes  of  taxation  is  reckoned  as  land,  is  it  not? 

14.773.  Yes,  it  is  an  incorporeal  hereditament? — 
It  is  reckoned  as  land,  but  when  the  question  of 
the  'abatements  allowed  to  land  are  considered  it  is 
argued  that  tithe  is  not  land. 

14.774.  I do  not  think  it  is  argued  that  tithe  is 
not  land.  What  I suggest  to  you  is  that  a land- 
owner  owns  land,  and  a tithe  owner  owns  the  tithe 
rent  charge,  and  it  seems  to  me  that  under  the  exist- 
ing law  the  landlord  gets  an  allowance  for  the 
expenses  which  fall  on  him,  and  which  he  has  to 
meet  out  of  his  rent,  and  the  tithe  owner  gets  an 
allowance  for  the  expenses  which  fall  on  him,  and 
which  have  to  be  met  out  of  his  tithe  rent  charge. 
I do  not  see  why  the  tithe  owner  should  have  a 
further  allowance  in  respect  of  expenses  which  do 
not  fall  upon  him  but  which  fall  upon  the  landlord? 
— -Yes,  that  is  a reason  why,  as  I have  said  just  now, 
I have  not  drawn  a direct  analogy  between  the 
landlord  and  the  tithe  owner.  I ask  for  a greater 
abatement  for  the  clergyman  than  for  the  landowner 
because  as  an  individual  his  “ ability  to  pay  ” is 
less. 

14.775.  But  }ou  do  not  suggest  that  in  respect  of 
his  tithe  rent  charge  he  pays  Income  Tax  on  a greater 
amount  than  the  net  sum  which  he  receives  as  tithe 
owner? — No,  but  I do  suggest  that  he  is  much  more 
highly  assessed  for  the  purposes  of  payment  of  tax 
than  the  landlord  is.  The  tithe  rent  charge  is  much 
more  closely  assessed  to  its  full  value  than  the  land 
is;  I think  that  meets  your  point  does  it  not? 
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14.776.  I understand  that  you  do  not  really  suggest 
that  the  tithe  owner  pays  more  Income  Tax  on  his 
tithe  rent  charge  than  the  net  amount  that  he  re- 
ceives?— No,  I do  not  suggest  that. 

14.777.  Mr.  Pretyman:  On  your  first  point,  about 
the  study,  do  you  not  think  that  probably  the  real  dis- 
tinction is  that  the  doctor  or  the  dentist  can  only 
carry  on  his  business  by  the  use  of  those  premises 
for  business  purposes,  that  he  is  obliged  to  use  them 
and  he  cannot  do  his  business  without  them ; whereas 
the  study  of  the  clergyman,  although  in  very  many 
cases  one  knows  it  is  constantly  used  for  parochial 
purposes,  and,  as  you  say,  the  door  of  the  parsonage 
is  much  more  open  to  voluntary  visitors  than  the 
doctor’s  or  the  dentist’s,  still,  clergy  are  not  obliged 
to  use  their  studies  for  that  purpose  to  the  same 
extent.  Of  course,  one  has  to  look  at  this  from  a 
financial  point  of  view,  and  a clergyman  in  point  of 
fact  in  no  way  depends  on  whether  he  does  or  does 
not  use  his  study  for  parish  purposes,  whereas  the 
income  of  the  doctor  or  the  dentist  does  depend  on 
whether  he  uses  it  for  business  purposes  or  not? — 
Yes,  but,  of  course,  the  clergyman  is  bound  to  reside 
in  the  particular  house,  and  have  that  particular 
study;  but  the  doctor  is  not  bound  to  reside  in  the 
particular  house. 

14.778.  I do  not  think  that  alters  it.  He  does 
reside  iji  the  house  to  the  extent  that  he  gets  an 
exemption ; I cannot  see  that  that  affects  the  ques- 
tion at  all? — I see  the  point. 

14.779.  That  is  another  point  altogether? — Yes;  it 
is  another  point. 

14.780.  I only  suggest  to  you  to  comfort  you,  if  I 
can,  that  it  really  is  a question  of  the  obligation  to 
use  it  for  business  purposes  or  the  voluntary  use  of 
it;  it  makes  some  difference? — I suggest  that  the 
law  has  now  abolished  that  distinction,  because  prior 
to  the  Finance  Act  of  1918,  no  deduction  was  allowed. 
Now  the  law  has  allowed  the  deduction,  and  having 
allowed  the  deduction  I say  that  the  deduction  should 
be  the  same.  The  law  has  taken  a contrary  view,  I 
think,  to  what  you  suggest. 

14.781.  Not  at  all,  if  I may  venture  to  say  so. 
There  was  no  deduction  allowed  at  all.  It  is  a new 
consideration  that  there  should  be  any  deduction? — 
Yes,  it  is  new. 

14.782.  The  deduction  is  allowed  on  one  scale  to  the 
man  who  must  use  his  premises  for  business  purposes, 
and  on  another  scale  to  the  man  who  need  not  unless 
he  likes? — I do  not  see  how  he  can  avoid  using  them 
if  he  is  bound  to  live  in  them.  I have  made  that 
point  already.  He  is  bound  to  live  in  and  keep  up, 
as  the  trustee  of  a charitable  institution,  certain 
premises. 

14.783.  With  regard  to  recommendation  No.  2,  I 
suppose  you  are  aware  that  under  the  new  Act 
which  fixed  the  tithe  at  £109  up  to  1926,  there  are 
some  additional  clauses  which  facilitate  redemption? 
— Yes,  I am  quite  aware  of  that. 

14.784.  And  that  those  clauses  will  very  probably 
result  in  the  redemption  of  a very  large  proportion 
of  the  tithe  before  1926? — Possibly,  I think  so, 
because  it  is  so  very  much  to  the  interest  of  the 
landowner  to  do  it,  and  detrimental  to  the  clergy- 
man. 

14.785.  Detrimental? — Yes;  because  no  tithe  will 
be  redeemed  excepting  with  some  loss  of  income  to 
the  clergyman. 

14.786.  Have  you  considered  whether,  when  the 
tithe,  which  is  subject  to  the  disabilities  you  have 
referred  to  here,  is  converted  into  a certain  income 
from  an  investment,  a good  deal  of  these  troubles 
of  taxation  that  you  refer  to  will  disappear? — That 
is  quite  right. 

14.787.  There  will  be  no  rating  of  it,  for  instance? 
— I quite  agree. 

14.788.  It  is  rather  a serious  allegation  to  say  that 
the  redemption  of  tithe  is  going  greatly  to  reduce 
the  clergyman’s  income,  and  put  him  in  a worse 
position  on  this  basis ; do  you  say  that  as  a considered 
statement? — Yes.  What  I do  say  is  that  in  most 
cases  redemption  can  only  be  carried  through 
involving  a loss  of  income  to  the  clergyman. 

14.789.  When  you  say  a loss  of  income,  do  you  mean 
a loss  of  gross  income  or  net  income? — Of  net  income. 


14.790.  Even  after  allowing  for  the  escaping  of 
rates  and  the  whoie  of  the  consequences? — I think 
it  will. 

14.791.  Have  you  looked  into  that  carefully? — I 
have  looked  into  it  fairly  carefully.  You  only  get 
18^  years’  purchase,  you  see,  instead  of  25. 

14.792.  18^  years’  purchase  of  what?— 18^  years’ 
purchase  on  the  commuted  value. 

14.793.  That  is  on  the  100? — Yes. 

14.794.  Not  on  the  109? — No,  I do  not  think  so. 

14.795.  This  is  rather  a serious  matter,  and  I must 
just  ask  you  about  it.  Surely  when  the  value  was 
fixed  at  25  years’  purchase  the  value  of  money  was 
very  different  from  what  it  is  to-day,  and  the  interest 
obtainable  as  income  from  18^  years’  purchase  to-day 
is  very  often  greater  than  would  have  been  obtainable 
as  income  from  25  years’  purchase  before  the  war? — 
So  has  the  cost  of  commodities,  you  see,  increased  far 
more. 

14.796.  That  is  another  point;  that  is  not  income; 
it  is  the  use  of  income — it  is  spending  power? — I do 
think,  as  a result  of  my  inquiries,  that  very  few 
redemptions  will  be  carried  through  without  some  loss 
of  net  income  to  the  incumbent. 

14.797.  That  is  rather  a milder  statement  than  the 
first  one  that  you  made.  To  the  extent  that  the 
tithe  is  redeemed,  these  difficulties  as  regards  rate 
and  assessment  of  tithe,  of  which  you  complain,  will 
disappear? — Yes.  May  I say  I am  in  favour  of  re- 
demption? I hope  what  you  say  will  come  true,  and 
that  it  will  be  redeemed. 

14.798.  Redemption,  so  far  as  it  goes,  will  naturally 
abolish  these  grievances,  because  there  will  be  no  more 
question  of  tithe? — Yes,  it  would  abolish  them,  cer- 
tainly. 

14.799.  You  mentioned  the  allowance  of  one- 
seventh.  Do  you  not  think  the  grounds  on  which 
you  put  forward  the  claim  for  that  abatement  really 
apply  more  to  the  general  case  of  the  clergyman’s 
income  than  particularly  to  tithe,  because  clergymen 
do  not  all  draw  their  income  from  tithe?  Some  draw 
their  income  from  glebe  and  some  draw  their  inoome 
from  endowments,  and  from  various  sources.  To 
claim  a deduction  of  one-seventh  from  tithe  on  the 
ground  that  the  clergyman  has  certain  public  duties 
to  fulfil  is  rather  dealing  with  it,  is  it  not,  on  the 
wrong  lines?  You  want  to  deal  with  the  whole 
income  from  that  point  of  view.  So  far  as  tithe  is 
concerned,  it  is  land,  and  must  be  dealt  with  as  land. 
The  difference  between  the  position  of  the  landowner 
and  of  the  clergyman  is  this,  that  the  land  is 
nominally  owned  by  the  landowner,  and  the  tithe 
owner,  be  he  clergyman  or  layman,  owns  a part.  The 
tithe  owner  receives  the  whole  of  the  value  of  his 
land  in  income,  and  he  has  no  responsibility  what- 
ever for  the  maintenance  of  the  land ; whereas  the 
landowner  has  the  whole  responsibility  for  the  main- 
tenance of  the  land  for  the  benefit  not  only  of  his  own 
land  but  that  of  the  tithe  owner,  and  the  allowance 
which  is  given  him  is  in  respect  of  that  liability 
which  the  tithe  owner  has  not  got? — Quite  so;  I 
agree  with  what  you  say,  if  I may  say  so;  but  as  a 
set-off  against  it,  as  I keep  repeating,  the  land  is 
very  much  under-assessed. 

14.800.  But  surely  the  way  to  meet  that  is  by 
dealing  with  your  paragraph  No.  13? — Yes. 

14.801.  Two  wrongs  do  not  make  a right.  Do  you 
think  it  is  logical  to  give  an  unjustifiable  allowance 
of  one-seventh — when  I say  unjustifiable  I mean  one 
that  cannot  be  justified  on  any  clear  grounds  to  Par- 
liament— to  the  clergyman  for  his  tithe,  on  the 
ground  that  landowners  or  land  occupiers  generally 
are  under-assessed?  Surely  the  answer  is  at  once: 
put  the  assessments  right? — Yes;  I wish  I could  put 
the  assessments  right. 

14.802.  In  paragraph  13  you  propose  a means  of 
securing  that,  and  it  seems  to  me  a very  reasonable 
proposition  that  where  a clergyman  thinks  that  the 
assessments  are  unfair,  he  should  have  the  oppor- 
tunity of  saying  so,  and  of  calling  attention  to  the 
point  ? — Yes. 

14.803.  If  I may  say  so,  I think  that  seems  a very 
reasonable  thing.  With  regard  to  those  assessments, 
do  you  refer  particularly  to  urbau  or  to  rural  dis- 
tricts?— To  rural.  In  London  the  assessment  is  quite 
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different,  of  course.  You  have  got  t>ne  Surveyor  of 
Taxes. 

14.804.  You  are  referring  purely  to  rural  assess- 
ments for  rates  which  are  utilised  for  Schedule  AP — 
Yes,  that  is  it. 

14.805.  Those  assessments  are  made  in  many  cases 
by  occupiers  of  the  laad,  and  there  is  a feeling, 
rightly  or  wrongly,  that  those  assessments  are  some- 
times rather  less  favourable  to  the  clergyman  and 
more  favourable  to  owners  and  occupiers  of  land  than 
they  ought  to  be? — Yes,  because  the  tithe  rent  charge 
is  re-assessed  every  year  with  its  upward  progress, 
but  you  have  land  all  over  the  country  which  has 
not  been  re-assessed  for  twenty  years. 

14.806.  The  upward  progress  of  the  tithe  means,  of 
course,  the  corresponding  progress  downward  in  the 
land  sometimes,  in  the  ownership  ? — No ; I think  a 
high  tithe  means  prosperous  times  for  farmers. 

14.807.  What  about  the  landowners? — Of  course,  I 
sympathize  with  landowners,  because  I think  the 
farmers  ought  to  have  paid  the  increased  tithe. 

14.808.  But  they  do  not? — I agree,  but  still  they 
can  look  after  themselves  in  the  House  of  Commons, 
and  I cannot. 

14.809.  All  you  ask  is  the  right  to  look  after  your- 
self on  the  rate  book? — I want  to  look  after  myself 
as  well  as  I can,  yes. 

14.810.  I think  that  is  very  reasonable.  As  to 
Easter  offerings,  that  is  special  to  the  clergyman? — It 
is. 

14.811.  Is  it  not  the  fact  that  in  the  ordinary  case 
anybody  who  gives  an  Easter  offering  to  a clergyman 
has  already  paid  Income  Tax  upon  it? — He  must  have 
done,  of  course,  yes. 

14.812.  So  it  means  that  Income  Tax  is  paid  twice? 
— Yes,  it  must  be  so. 

14.813.  On  the  same  sum? — It  must  be,  of  course. 

14.814.  Is  it  not  rather  a remarkable  arrangement 
that,  supposing  a parishioner  knows  that  his  clergy- 
man is  in  narrow  circumstances,  if  he  makes  an  offer- 
ing on  a particular  date  at  Easter  at  the  same  time 
that  others  do  it  is  liable  to  Income  Tax? — Yes. 

14.815.  But  if  he  writes  to  the  clergyman  in  August 
and  says,  “ I know  you  are  not  at  all  well  off,  and  you 


look  overworked,  and  you  would  like  to  have  a holi- 
day, I send  you  a cheque  to  enable  you  to  take  that 
holiday,  and  find  somebody  to  do  your  work  while  you 
are  away.”  Is  that  liable  to  Income  Tax? — No,  that 
certainly  would  not  be. 

14.816.  Mr.  May : Is  this  a suggestion  of  evasion  or 
avoidance,  or  what? 

14.817.  Mr.  Pretyman : It  is  no  more  than  a present 
given  to  anybody  else;  that  is  not  liable  to  Income 
Tax?— It  would  not  be.  If  you  are  kind  enough  to 
send  me  £20  I shall  not  pay  Income  Tax  upon  it. 

14.818.  Mr.  May : Are  we  under  any  obligation  to 
suggest  to  witnesses  the  way  in  which  they  can  avoid 
payment  of  Income  Tax?  Surely  the  question  is 
whether  it  is  legitimate  or  not. 

14.819.  Mr.  Pretyman:  The  question  I am  asking 
the  witness  is  as  to  under  what  circumstances  volun- 
tary offerings  made  to  a clergyman  are  held  now  to 
be  liable  to  tax. 

14.820.  Mr.  May : And  I am  objecting  to  this  being 
suggested  to  the  witness,  in  what  ways  the  tax  can 
be  evaded. 

14.821.  Chairman:  I do  not  know  whether  it  is 
quite  that:  I cannot  stop  anyone  asking  questions 
such  as  Mr.  Pretyman  is  asking. 

14.822.  Mr.  May : That  is  all  right.  It  is  too  late 
to  stop  him,  but  it  is  not  too  late  for  me  to  protest. 

14.823.  Mr.  Pretyman  : So  that  these  Easter  offer- 
ings are  specially  subject  to  tax,  whereas  other  gifts, 
so  far  as  you  know,  whether  given  to  a clergyman  or 
to  anyone  else,  are  not  subject  to  tax? — That  is  so. 

14.824.  With  regard  to  parochial  helpers,  you  will 
agree  there  would  require  to  be  some  very  careful 
safeguards? — Yes.  I think  I do  suggest  a safeguard 
there,  that  it  should  be  certified  by  the  Bishop  to  be 
necessary ; that  is  the  safeguard  that  I suggest,  which 
is  the  case  at  present  with  regard  to  the  curate. 

14.825.  Would  you  be  content  if,  in  addition  to  that, 
it  were  an  option  to  the  Inland  Revenue  to  allow  it — 
that  there  should  be  some  investigation  outside  the 
Church  itself  ? — I think  so.  As  far  as  the  incomes  of 
the  Clergy  are  concerned  I am  all  for  the  fullest  in- 
vestigation, because  I am  sure  it  will  be  found  that 
they  are  paying  tax  far  in  excess  of  others. 


The  Reverend  Canon  Frank  Partridge,  on  behalf  of  The  Central  Board  of  Finance  of  the  Church  of  England, 

called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Taxation  of  the  Clergy. 

The  Central  Board  of  Finance  of  the  Church  of 
England  have  carefully  considered  a Memorandum  as 
to  taxation  of  the  Clergy,  prepared  by  the  Right 
Rev.  George  Nickson,  D.D.,  Lord  Bishop  of  Bristol, 
and  the  Rev.  A.  G.  B.  Atkinson,  M.A.,  Rector  of 
Greensted  by  Ongar,  Essex,  and  secretary  of  the 
Curates’  Augmentation  Fund,  with  the  intention  that 
it  should  be  laid  before  tlie  Royal  Commission.  The 
Central  Board  realize  that  the  following  statements 
contained  in  this  memorandum  indicate  many  respects 
in  which  the  Clergy  of  the  Church  of  England  are 
not  receiving  equitable  treatment  under  the  Income 
Tax  law  as  at  present  administered,  and  submit 
the  following  considerations  leading  to  suggestions 
by  the  adoption  of  which  they  believe  that  the 
grievances  referred  to  in  the  memorandum  may  be 
diminished  without  any  injustice  to  or  hardship  on 
other  taxpayers:  — 

14,826.  (1)  Exclusion  of  income  of  which  the  incum- 
bent is  trustee  for  the  benefice. 

Some  of  the  most  important  of  the  grievances 
referred  to  arise  from  the  exceptional  difficulty  of 
applying  the  ordinary  principles  of  Income  Tax  law 
to  the  incomes  of  the  benericed  Clergy,  owing  to  the 
fact  that  a rector  or  vicar  is  a corporation  sole,  and 
that  the  individual  who  is  for  the  time  being  the 
incumbent  of  the  office  is  in  law  wholly  different  from 
the  body  corporate  constituted  in  his  person. 

The  income  on  which  the  Income  Tax  of  the 
individual  incumbent  is  based  should  be  the  net  in- 
oome  which  he  enjoys  as  an  individual  and  should 
not  include  any  profits  of  the  office  which  he  receives 


as  incumbent  and  is  bound  by  law  to  apply  for  the 
benefit  of  the  corporation  which  he  for  the  time  being 
represents,  such  as  interest  and  principal  of  loans  for 
permanent  improvements.  The  preservation  of  the 
property  of  such  a corporation  sole  is  a charitable 
purpose,  and  the  incumbent  who  is  bound  to  apply 
certain  portions  of  the  emoluments  to  that  purpose 
is  a trustee  of  those  portions  for  that  purpose,  and 
should,  pursuant  to  s.  37  of  the  Income  Tax  Act 
1918,  be  granted  exemption  in  respect  of  them,  even 
where  they  are  not,  as  many  of  them  are,  sums  pay- 
able or  chargeable  on  the  profits  of  the  office  by 
virtue  of  any  Act  of  Parliament  so  as  to  be  deducted 
under  the  first  rule  of  Schedule  E.  Individual  Sur- 
veyors cannot  be  expected  to  know  the  very  numerous 
provisions  by  which  payments  may  be  imposed  on 
the  incumbent  for  the  benefit  of  the  benefice,  and  a 
careful  instruction  should  be  drafted  after  consulta- 
tion with  the  Ecclesiastical  Commissioners  and  Queen 
Anne’s  Bounty  showing  what  deductions  should  on 
this  account  be  allowed.  When  such  an  instruction 
has  been  settled  it  will  be  comparatively  easy  to  see 
whether  any  legislation  is  required  to  secure  that  the 
income  on  which  the  incumbent  is  taxed  is  his  pel" 
sonal  income  and  does  not  include  income  of  which 
he  is  merely  a trustee  for  the  benefice. 

14,827.  (2)  Measure  of  deductions  to  be  allowed  to 
clergymen. 

The  provision  in  Rule  2 of  the  Rules  applicable  to 
all  Schedules  in  the  Income  Tax  Act  1918,  which 
allows  a clergyman  to  deduct  all  sums  paid  or  ex- 
penses incurred  by  him  wholly,  exclusively  and 
necessarily  in  the  performance  of  his  duty  as  a clergy- 
man, is  'capable  of  being  interpreted  in  widely 
different  ways  by  different  Surveyors,  and  an  instruc- 
tion based  on  the  words  used  by  Lord  Shand  in 
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Charlton  v.  Inland  Revenue,  17  R.  785 — that  the 
deductions  should  include  “ such  of  those  expenses 
as  the  minister  is  either  required  by  his  ecclesiastical 
superiors  to  incur  or  are  expected  of  him  by  the 
Church  or  by  ordinary  custom  and  are  for  any  of 
these  reasons  incumbent  on  the  claimant  should  be 
allowed  ” — would  tend  to  pioduce  more  uniformity 
in  administration  than  at  present  exists,  but  as 
individual  Surveyors  would  find  difficulty  in  applying 
any  rule  based  on  the  custom  of  the  Church,  it  would 
be  right  to  provide  that  a certificate  by  the  ecclesias- 
tical superior  of  a clergyman  or  minister  to  the  effect 
that  particular  expenses  were  within  the  Rule  should 
be  available  as  evidence  that  they  ought  to  be  allowed 
under  the  said  rule  as  a deduction. 

14.828.  (3)  Taxation  and  allowance  in  respect  of 

house  of  residence. 

The  provision,  in  the  same  Rule  2 which  enables 
the  Commissioners  by  whom  the  assessment  is  made  to 
allow  a deduction  of  a part  not  exceeding  one-eighth 
of  the  rent  in  respect  of  a dwelling-house  used  mainly 
and  substantially  for  the  purpose  of  the  clergyman’s 
duty  is  quite  inadequate  in  the  case  of  the  incumbent 
off  a benifice  who  is  bound  by  Statute  to  occupy  the 
house  of  residence  without  any  regard  to  the  benefit 
which  he  personally  derives  from  such  occupation. 

In  order  that  the  incumbent  should  pay  Income 
Tax  only  on  that  part  of  the  income  of  the  benefice 
from  which  he  personally  derives  benefit,  the  allow- 
ance should  amount  to  the  difference  between  the 
assessable  value  of  the  premises  under  Schedules  A 
and  B and  the  value  of  the  premises  and  of  the 
occupation  thereof  to  the  individual  incumbent. 

Further,  in  order  to  minimise  the  risk  that  such 
an  allowance  will  be  inadequate  in  particular  cases 
owing  to  difficulties  of  proof,  adequate  opportunity 
should  be  afforded  of  appealing  against  the  assess- 
ments under  Schedules  A and  B,  and  all  assessments 
under  Schedules  A and  B should  be  open  to  inspection 
and  it  should  be  made  clear  that  the  taxpayer  is  not 
precluded  from  appealing  by  the  clause  which  is 
annually  inserted  in  the  Finance  Act  for  the  year 
that  the  annual  value  for  the  year  shall  be  taken  as 
the  annual  value  for  the  next  subsequent  year 
(Finance  Act  1918,  s.  17  (3)  ).  Such  opportunities  of 
appeal  are  especially  requisite  in  the  cases  of  parson- 
age houses  since  the  incumbent  for  the  time  being 
is  the  only  possible  tenant  on  a tenancy  for  a year  or 
more  and  the  amount  of  the  rack-rent  at  which  they 
are  worth  to  be  let  by  the  year  within  Rule  1 (2)  of 
Schedule  A should  be  assessed  with  due  regard  to 
that  fact. 

14.829.  (4)  Election  to  be  assessed  under  Schedule  D 

for  profits  of  garden. 

In  any  case  every  incumbent  should  be  allowed  to 
elect  to  be  assessed  under  Schedule  D instead  of 
Schedule  B dn  respect  of  the  lands  occupied  by  him 
as  incumbent  although  he  does  not  occupy  them  for 
the  purposes  of  husbandry  within  Rule  5 of  the 
Schedule  B Rules,  so  that  he  may  not  be  assessed  in 
respect  of  profits  which  he  does  not  and  cannot  make 
out  of  an  occupation  which  is  forced  on  him,  whether 
he  wishes  it  or  not. 

14.830.  (5)  Test  whether  voluntary  gifts  are  to  be 

regarded  as  income. 

Form  38  EC  includes  in  the  dncome  of  a clergyman 
“ Easter  and  other  offerings,  grants  from  Clergy 
Sustentation  Fundc,  payments  by  patrons,  etc., 
towards  stipends,  stipends  from  lay  impropriators 
and  other  sources.” 

These  headings  are  presumably  based  on  the 
decision  in  Blakiston  v.  Cooper  (1909  A.C.  104),  but 
they  are  capable  of  being  read  as  covering  many 
voluntary  donations  which  within  the  words  of  Lord 
Loreburn  in  that  case  are  “ peculiarly  due  to  the 
pei'sonal  qualities  of  the  particular  clergyman  ” and 
ought  not  to  be  assessed.  The  decision  in  Turner  v.- 
Cuxon  (22  Q.B.D.  150)  that  a curate  was  not  assess- 
able in  respect  of  a grant  of  £50  from  the  Curates’ 


Augmentation  Fund  in  recognition  of  15  years’  faith- 
ful service  has  never  been  overruled  and  was  very 
carefully  distinguished  by  Collins,  M.R.,  in  the  Court 
of  Appeal  in  Herbert  v.  McQuadee  (1902,  2 K.B.  at 
p.  648).  The  basis  of  assessment  afforded  to  the  Sur- 
veyor by  the  words  quoted  from  Form  38  EC  is  there- 
fore far  too  wide  and  grave  hardship  results  from 
this  fact  and  from  the  difficulty  of  distinguishing 
whether  a voluntary  donation  to  a clergyman  is 
intended  as  a gift  to  the  individual  recipient  or  a 
payment  to  him  as  the  holder  of  his  office.  This 
hardship  would  be  to  some  extent  obviated  by  an 
enactment  that  in  the  case  of  a gift  to  a clergyman 
there  should  be  a presumption  that  it  .is  a gift  to 
him  in  bis  individual  capacity,  unless  and  until  it  is 
proved  to  be  intended  by  the  donor  to  be  a gift  to 
the  holder  of  the  office  (if  any)  which  he  holds. 

14.831.  (6)  Improvements  in  procedure. 

Many  of  the  Clergy  are  not  familiar  with  legal 
procedure  nor  with  the  taxing  Acts  and  are  peculiarly 
badly  qualified  to  assert  their  rights  in  cases  where 
they  are  over  assessed.  It  is  therefore  expedient  that 
full,  clear  and  accurate  information  should  be  supplied 
to  them  as  to  what  those  rights  are  and  how  they 
may  assert  them,  and  the  suggestion  which  we  are 
informed  has  already  been  made  to  the  Royal  Com- 
mission that  the  Surveyors  should  carry  out  their 
duties  in  a judicial  spirit  and  should  be  expressly 
instructed  to  give  the  taxpayer  all  the  assistance 
they  can  in  claiming  and  obtaining  any  exemptions 
or  abatements  to  which  he  is  entitled  applies  to  an 
exceptional  degree  in  the  case  of  the  Clergy. 

14.832.  (7)  Be  commendations. 

We  beg  to  suggest  for  the  consideration  of  the 
Commissioners : — 

1.  that  such  portion  of  the  income  of  the  bene- 

fice as  the  incumbent  is  bound  to  apply 
for  the  benefit  of  the  benefice  as  a corpora- 
tion without  benefit  to  himself  as  an 
individual  should  be  excluded  from  his  in- 
come ; 

2.  that  the  sums  allowed  to  be  deducted  under 

General  Rule  2 of  the  Income  Tax  Act, 
1918,  as  expenses  incurred  by  a clergyman 
in  the  performance  of  his  duty  should 
include  not  only  all  expenses  which  are 
necessary  for  the  proper  performance  of 
the  duties  of  the  benefice  but  also  all 
such  expenses  as  he  is  required  by  his 
ecclesiastical  superiors  to  incur  or  are 
expected  of  him  by  the  Church  or  by  or- 
dinary custom  and  that  a certificate  by 
his  ecclesiastical  superior  that  any  expense 
falls  within  that  description  should  be 
evidence  to  that  effect; 

3.  that  provision  should  be  made  that  a volun- 

tary gift  to  a clergyman  should  bo  deemed 
to  be  a gift  to  him  in  his  personal  capacity 
unless  and  until  it  is  proved  that  the  donor 
intended  it  as  a gift  to  him  as  the  holder 
of  an  office  of  profit; 

4.  that  .an  allowance  be  made  from  the  assess 

merits  under  Schedules  A and  B of  the 
difference  between  the  assessed  valuo  arid 
the  value  of  the  premises  and  of  the 
occupation  thereof  to  the  individual  in- 
cumbent ; 

5.  that  the  incumbent  be  allowed  to  elect  to  bo 

assessed  under  Schedule  D in  respect  of 
his  occupation  of  any  land  attached  to 
the  benefice; 

6.  that  the  Property  Tax  books,  Schedules  A 

and  B,  be  open  to  inspection  and  that  no 
difficulty  shall  be  allowed  to  interfere  with 
appeals  against  assessments; 

7.  that  a simple  explanatory  form  be  prepared 

for  the  use  of  the  Clergy  containing  full 
and  accurate  information  as  to  all  de- 
ductions, exceptions,  abatements  and  relief, 
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and  that  the  Surveyors  be  instructed  to 
give  all  possible  assistance  to  clergymen 
in  claiming  and  obtaining  abatement  and 
relief ; 

8.  that  the  exemption  limit  be  raised  to  £200. 
SELBORNE, 

Chairman  of  the  Central  Board  of  Finance 
of  the  Church  of  England. 


FRANK  PARTRIDGE, 
Secretary , 


ROBT.  C.  NESBITT, 
Legal  Secretary , 


^ Central  Board  of  Finance. 


[This  concludes  the  evidence-in-chief .] 

14  833.  Chairman : I am  rather  sorry  that  we  did 
not  ’nave  the  lust  witness  anu  yourself  together, 
because  we  have  gone  through  most  of  the  points  tliat 
arise  on  your  paper  with  him,  and  examined  him  at 
length  upon  them.  lou  will  probably  be  examined 
only  for  a very  short  time,  because  there  has  been  a 
ready  interesting  and  exhaustive  inquiry  into  the 
whoie  matter;  you  will  not  think  it  is  any  discourtesy 
if  we  deal  rather  rapidly  with  you,  as  the  points  have 
already  arisen. 

14,884.  Ur.  Stamp:  With  reference  to  the  hist 
recommendation  wnicb  you  make,  concerning  the 
portion  of  the  income  of  the  benefice  which  the  incum- 
bent is  bound  to  apply  for  the  benefit  of  the  benefice 
as  a corporation,  could  you  give  us  a few  specific  illus- 
trations of  the  general  character  of  the  income 
referred  tor" — 1 think  1 should  olfer  the  case  of  a 
benefice  which  has  had  a loan  from  the  Governors  of 
Queen  Anne's  Bounty.  Such  a loan  may  be  taken  up 
by  an  incumbent,  who  has  to  repay  by  annual  instal- 
ments from  the  income  of  the  benefice ; he  dies ; his 
successor  is  saddled  with  the  repayment  of  the  loan 
to  the  Governors,  and  is  not  allowed  to  deduct  it  by 
way  of  abatement  from  the  amount  to  which  he  is 
assessed  for  Income  Tax. 

14.835.  Havo  you  any  other  instances  besides  that 
class’  of  illustration?— No,  1 think  under  head  1 that 
18  the  principal  one  I should  bring  forward. 

14.836.  So  you  could  really  focus  recommendation 
No.  1 on  the  question  of  the  loans  from  Queen  Anne’s 
Bounty? — Yes. 

14.837.  The  evidence  was  framed  in  rather  general 
terms,  and  1 thought  you  might  have  something  else 
in  mind  besides  that  particular  question ; but  you 
have  not? — No. 

14.838.  You  suggest  that  a careful  instruction 
should  be  drafted  after  consultation  with  the 
Ecclesiastical  Commissioners.  Would  you  imagine 
that  the  present  arrangements  and  forms  have  not 
had  the  benefit  of  the  opinion  of  the  Ecclesiastical 
Commissioners? — I should  imagine  so,  because  of  the 
omission  of  the  case  to  which  I have  already  alluded, 
and  also,  if  I may  refer  to  it,  because  of  the  Income 
Tax  chargeable  at  the  present  time  upon  mining 
royalties  which  comes  under  the  specific  direction  of 
the  Ecclesiastical  Commissioners,  which  also,  I under- 
stand, has  not  received  attention. 

14.839.  So  that  this  recommendation  No.  1 really 
comes  down  to  dealing  with  the  questions  of  Queen 
Anne’s  Bounty  and  mining  royalties? — I think  so. 

14.840.  In  the  second  one  you  speak  of  the  expenses 
incurred  by  the  clergyman  in  the  performance  of  his 
duty,  and  you  suggest  they  should  go  as  far  as  ex- 
penses which  are  incurred  by  ordinary  custom.  Could 
you  give  us  some  illustrations  of  that?— The  expenses 
might  be  placed  under  the  head  of  an  incumbent  who 
is  required  by  ordinary  custom  to  attend  meetings  of 
his  diocesan  synod,  of  an  incumbent  who  is  expected 
to  provide  the  ministrations  of  a lay  worker  in  his 
parish,  of  an  incumbent  who  is  required  by  his  Bishop 
to  be  a member  of  diocesan  committees  who  are 
engaged  in  work  which  is  beneficial  to  the  whole  com- 
munity. 

14.841.  There  is  no  compulsion  at  all,  except  that  of 
custom,  I take  it,  in  the  particular  instances  you  have 
in  mind;  it  would  be  open  to  an  incumbent  to  stop 
that  kind  of  expenditure  at  his  own  will? — Yes,  I 
think  so,  so  far  as  he  is  willing  to  incur  the  odium 
which  would  naturally  follow  upon  his  disinclination. 

14.842.  Can  you  distinguish  the  case  of  a clergyman 


from  that  of  people  in  other  professions  and  employ- 
ments who  have  various  customary  ways  ol  spenaing 
their  income;  if  they  cease  their  custom  there  migho 
be  a certain  amount  of  talk,  but  it  is  well  within  their 
discretion  and  power? — 1 think  you  can  distinguish 
in  one  instance,  at  any  rate;  the  question  of  the  lay 
workers,  to  which  I have  referred,  it  is  practically 
impossible  for  an  incumbent  where  it  has  been  the 
custom  to  have  a lay  worker  employed  in  a parish  to 
discontinue  the  services  of  that  lay  worker.  He  goes 
to  the  benefice  with  the  implication  that  he  is  going 
to  continue  the  work  of  the  benefice  as  it  has  been 
when  he  takes  it  over. 

14.843.  Do  you  think  that  the  feeling  of  custom  is  so 
strong  there  that  it  amounts  almost  to  an  obligation 
— that  it  is  almost  as  strong  as  an  obligation? — 1 
should  say  distinctly  a moral  obligation  winch  would 
fall  upon  the  shoulders  of  a clergyman  with  very 
great  force. 

14.844.  Suppose  that  this  were  literally  carried  out 
by  lawr,  that  anything  of  ordinary  custom  was  to  be 
admitted,  do  you  not  think  it  would  be  opening  a very 
wide  door?— l7es.  I should  point  out,  however,  that 
the  words  are  used  by  one  of  His  Majesty’s  judges, 
and  that  they  form  only  part  of  the  sentence  used. 
It  should  be  taken  together  with  “ expected  of  him 
by  the  Church  or  by  ordinary  custom/’  The  whole 
thing  should  bo  read  together,  I think. 

14.845.  I quite  understand  the  reasonableness  of 
your  point.  I only  wanted  to  see  whether  you  think 
it  would  not  be  capable  of  abuse? — I think  it  is 
capable  ofi  abuse. 

14.846.  Not  intentional  abuse,  but  abuse  by  process 
of  time? — But  the  abuse  is  guarded  against  by  the 
necessity  of  obtaining  a certicate  from  the  ecclesias- 
tical superior. 

14.847.  Might  it  not  grow  to  be  a custom  for  the 
ecclesiastical  superior  gradually  to  extend  this  class 
of  things?  I am  thinking  now'  of  donations  and  sub- 
scriptions to  various  causes,  local  charities,  and  so 
forth? — It  is  conceivable,  and  probably  a guard  would 

’ be  necessary. 

14.848.  If  that  grew  to  be  so,  then  men  of  other 
professions  who  did  not  have  their  personal  charities 
allowed  as  deductions  would  have  a grievance? — Yes, 

I say  so;  but  I demur  to  the  lvords  “personal 
charity’’  in  this  particular  case. 

14.849.  Suppose  that  from  time  immemorial  the  in- 
cumbent of  a particular  parish  had  given  a subscrip- 
tion of  £5  a year  to  a local  hospital,  w'ould  you  regard 
that  as  a case  that  the  ecclesiastical  superior  should 

Pailj850.  I should  like  to  get,  if  I could,  a little  more 
clearly  in  my  mind  the  sort  of  limit  that  you  would 
draw  ? — The  kind  of  limits  are  expenses  incurred  in 
the  necessary  performance  of  his  duties.  The  gift  to 
a local  hospital  does  not  fall  under  that  category. 

14.851.  No.  I took  a wide  case  to  see  whether  you 
would  include  that.  You  speak  of  things  being 
ordinarily  expected  of  him  by  custom? — For  the  per- 
formance of  his  duties ; expected  of  him  by  custom  in 
order  that  the  work  of  the  parish  may  satisfactorily 
be  carried  on ; I think  that  is  the  point. 

14.852.  Suppose  a clergyman  performs  the  duties  of 
his  parish  in  a manner  that  is  generally  considered 
satisfactory,  but  he  then  thinks  he  would  like  to 
extend  his  activities,  and  he  employs  a lay  worker ; 
he  will  then  be  performing  duties  which  are  additional 
to  his  existing  duties:  would  you  allow  that  case?— 
I think  the  salary  paid  to  the  lay  worker,  if  paid 
entirely  by  the  incumbent,  should  be  allowed  to  him 
as  an  abatement,  certainly. 

14.853.  My  point  is  this:  can  one  define  for  a 
clergyman  exactly  what  are  his  duties  ? He  performs 
a certain  amount  of  visitation  service  in  his  parish, 
which  is  regarded  as  fully  meeting  what  is  required 
of  him.  He  then  suddenly  feels  that  he  would  like  to 
do  more;  is  it  in  the  performance  of  his  duties  that 
he  takes  on  additional  responsibility? — That  seems  to 
me  to  be  entirely  a matter  for  his  ecclesiastical 
superior ; nobody  else  could  define  it. 

14.854.  With  regard  to  recommendation  No.  3,  that 
provision  should  be  made  that  a voluntary  gift  to  a 
clergyman  should  be  deemed  to  be  a gift  to  him  in 
his  personal  capacity  unless  and  until  it  is  proved 
to  be  intended  by  the  donor  to  be  a gift  to  the  holder 
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of  the  office,  would  the  onus  of  proof  rest  upon  the 
Revenue  authority? — Yes. 

14.855.  Are  you  referring  particularly  there  to 
Easter  offerings,  or  have  you  those  in  mind? — Cer- 
tainly ; Easter  offerings,  and  gifts  of  that  character. 

14.856.  Are  Easter  offerings  more  or  less  customary 
to  an  incumbent? — No;  they  are  put  down  in  the  Book 
of  Common  Prayer,  you  know,  as  one  of  the  duties 
of  the  churchman. 

14.857.  I am  not  speaking  about  it  in  general,  but 
I am  speaking  about  a particular  parish.  Would  you 
find  that  Easter  offerings  are  sometimes  given  every 
two  or  three  years,  and  then  dropped  for  a whole 
series  of  years,  or  are  they  more  or  less  customary  in 
a parish  ? — Not  entirely  dropped,  but  the  fluctuations 
might  be  considerable. 

14.858.  It  might  be  said  that  a certain  measure  of 
Easter  offerings  would  be  customary  in  the  parish? — 
I think  so. 

14.859.  Therefore  if  you  are  going  to  have  a test 
by  custom  in  the  case  of  expenses  you  would  get  back 
to  a test  by  custom  in  the  income  of  the  benefice, 
and  so  this  might  be  looked  upon  as  part  of  the  income 
of  his  benefice? — Yes. 

14.860.  Can  you  apply  custom  one  way  and  not  the 
other?  No;  I should  not  be  desirous  of  pressing  it. 

14.861.  Your  point  would  be,  of  course,  that  the 
Easter  offering  will  fluctuate  according,  I will  not  say 
to  the  popularity  of  the  incumbent,  but  according  to 
the  personal  feelings  of  his  parishioners  towards  him? 
— That  is  so. 

14.862.  If  he  is  doing  his  work  well,  and  working 
very  hard,  they  are  likely  to  give  more?— They  do 
in  fact  do  so. 

14.863.  I know  the  analogy  is  not  quite  perfect  in 
the  case  of  employer  and  employee;  but  have  you 
known  cases  where  employers  have  been  pleased  with 
the  extra  hard  work  of  their  employees,  and  given 
them  a bonus  ? — Yes,  a personal  bonus,  certainly. 

14.864.  Would  you  consider  that  bonus  should  not 
be  chargeable  to  Income  Tax  ? — I think  so. 

14.865.  Therefore  you  would  generalize  from  this 
case,  and  make  a general  rule  for  all  classes  of  people 
that  where  they  do  something  over  and  above  their 
contract,  presents  for  their  services  for  doing  their 
work  extra  well  should  not  be  charged?— I think  I 
would  distinguish  between  a bonus  which  is  given 
regularly  and  the  bonus  which  is  only  given  on  one 
occasion  and  not  repeated. 

14.866.  Let  us  take  that  point  with  regard  to  Easter 
offerings.  The  first  time  they  were  given  they  would 
not  be  chargeable;  but  when  the  man  had  received 
them  four  or  five  times  then  you  think  he  begins  to 
come  withm  the  ambit  of  charge?— I suppose  that 
would  follow,  yes. 

14.867.  Do  you  not  see  some  difficulty  in  having  this 
special  provision  for  clergymen  on  this  ground  in  rela- 
tmn  to  other  taxpayers  ?— Yes,  I do  see  difficulties, 
but  I think  you  have  to  remember  that  a very  definite 
distinction  has  to  be  drawn  between  the  official  income 
which  is  given  to  a clergyman  which  very  often  is 
trom  voluntary  sources,  and  this  free  gift  at  Easter 
Very  many  clergymen  are  appointed  with  the 
guarantee  on  the  part  of  the  congregation  that  by 
collections  made  in  church  or  by  their  voluntary  con- 
tributions they  will  make  his  income  up  to  a certain 
amount,  say  £250  or  £300  per  annum.  No  claim  for 
relief  is  made  in  respect  of  those  voluntary  contribu- 
tions. But  here  you  have  a case  where  the  contribu- 
tion may  cease  altogether,  or  may  fluctuate  as  I have 
known  them  fluctuate,  from  £10  to  £150  in  the  same 
parish. 

14.868.  Over  a period  of  years?— Over  a period  of 
a very  lew  years  indeed. 

14,869  Due  to  the  personality  of  the  incumbent  ?— 
yuite.  It  is  contended  that  they  fall  in  a different 
category  from  other  voluntary  contributions 
1 V l70-  Have  you  ever  known  a case  where  they 
vanished  altogether  ? I knew  one  instance  where  thev 
did  vanish.  I am  bound  to  say  that  that  was  not  a 
conduct  PeI'SOna  P°Pularity>  but  a case  of  criminal 

14,871.  It  would  appear  that  part  of  the  sum  re- 
ceived by  the  most  popular  incumbent  might  be 
regarded  as  customary,  and  only  the  balance  regarded 


as  something  in  the  nature  of  a free  gift? — I think 
that  follows. 

14.872.  It  seems  that  the  truth  lies  somewhere 
between  the  two? — Yes. 

14.873.  And  there  is  an  element  of  custom,  of  what 
I may  call  commercial  bonus,  about  it,  and  also  an 
element  of  the  free  personal  gift  ? — I agree. 

14.874.  Passing  to  recommendation  No.  4,  “ that  an 
allowance  be  made  from  the  assessments  under 
Schedules  A and  B,  of  the  difference  between  the 
assessed  value  and  the  value  of  the  premises  and  of 
the  occupation  thereof  to  the  individual  incumbent  ” ; 
how  would  you  test  the  value  to  an  individual  incum- 
bent ? — I imagine  that  the  Revenue  authorities  would 
do  that. 

14.875.  I take  it  that  the  value  to  the  individual 
incumbent  would  fluctuate  according  to  whether  he 
were  married  and  had  a large  family? — Yes,  quite. 

14.876.  Is  that  what  you  have  in  mind? — That  is 
what  I have  in  mind.  In  some  cases  the  value  to  the 
incumbent  is  the  whole  of  the  assessable  value  of  the 
house.  In  other  cases  it  is  a very  small  value  indeed. 

14.877.  Have  you  known  cases  where  the  house  has 
been  very  much  in  excess  of  the  requirements  of  the 
incumbent,  where  he  has  let  it  and  taken  another 
house? — Yes,  for  a short  period.  He  cannot  let  it 
for  a long  period,  of  course,  because  he  cannot  give 
more  than  12  months’  assurance  to  his  tenant. 

14.878.  That  is  done  in  the  most  extreme  cases? — 
Yes,  it  is  possible. 

14.879.  You  say  you  would  leave  the  test  to  the 
Revenue ; but  surely  you  would  give  the  Revenue  some 
criteria  by  which  to  judge  it? — Yes. 

14.880.  Would  it  be  the  extent  to  which  he  occupied 
the  house,  how  much  he  left  vacant,  or  something 
like  that?  If  this  is  going  to  be  accepted,  some  prac- 
tical means  of  working  it  has  to  be  found,  and  we 
want  your  suggestions? — I suggest  that  a parsonage 
house  is  very  largely  used  for  parish  purposes.  It  is 
used  very  much  in  the  nature  of  a parish  room,  to 
which  the  people  of  the  parish  are  given  access.  It 
is  used  very  much  in  the  nature  of  an  office,  in  which 
the  work  of  the  parish  is  transacted,  civil  work  as 
well  as  ecclesiastical.  It  is  used  frequently  as  a club 
for  boys  and  for  girls,  and  other  purposes  of  that 
kind  - and  in  towns  particularly  of  course  it  is  prac- 
tically the  ecclesiastical  office  of  the  parish,  and  ceases 
almost  entirely  to  be  a house  of  residence.  In  the  case 
of  the  unmarried  man  it  very  often  comes  down  to 
the  fact  that  he  occupies  two  rooms,  and  no  other  part 
of  the  house,  the  rest  being  used  for  parish  purposes. 

14.881.  So  you  would  say  to  the  extent  to  which  he 
uses  the  house  for  parochial  purposes  and  not  for  his 
own  personal  use,  it  should  be  exempted  from 
charge? — Yes ; that  is  the  idea. 

14.882.  I wanted  to  get  at  what  you  rpally  had 
in  your  mind.  You  want  the  incumbent  to  be 
assessed  under  Schedule  D in  respect  of  his 
occupation  of  any  land  attached  to  the  benefice?  Do 
you  make  that  peculiar  to  the  clergyman? — No. 

14.883.  You  think  that  should  be  a general  require- 
ment in  the  law  for  everybody;  is  that  it? — I think 
that  the  taxpayer  should  be  allowed  to  choose  whether 
lie  is  assessed  under  D or  under  B. 

14.884.  For  what  we  call  amenity  land,  that  has  no 
actual  produce  by  which  you  can  test  the  profit  ? — A 
certain  allowance  is  made  already,  I believe,  with 
land  of  that  kind. 

14.885.  Your  suggestion  really  amounts  to  this: 
you  are  not  asking  for  a particular  concession  for 
clergymen? — No. 

14.886.  Where  the  circumstances  are  similar  for 
other  people  you  would  have  a change  made? — Yes. 

14.887.  Therefore,  it  really  and  substantially 
amounts  to  restricting  the  charge  on  Schedule  B to 
the  profits  of  land  instead  of  the  occupation  of  land  ? 

Yes,  if  every  taxpayer  availed  himself  of  the 
permission. 

14.888.  If  I have  a large  garden  running  into  two 
or  three  acres  I have  to  pay  Schedule  B?— Yes. 

14.889.  Yet  there  might  be  tennis-courts  in  it,  and 
all  sorts  of  things.  I might  not  be  able  to  produce 
an  account.  You  would  equally  with  a clergyman 
execipt  me  from  Schedule  B ? — Allow  you  to  choose. 
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14.890.  That  would  mean  an  exemption,  because  I 
should  say  there  would  be  no  profit? — Yes. 

14.891.  So  that  this  is  general  and  not  particular? 
— It  is  subject  to  the  governing  clause  at  the 
beginning,  where  it  says : “ We  do  not  press  anything 
which  would  inflict  any  grievance  or  hardship  upon 
other  taxpayers.” 

14.892.  You  are  giving  other  taxpayers  a con- 
cession at  the  expense  of  the  Revenue.  Would  you 
go  so  far  as  to  say  this,  that  you  would  not  press 
anything  which,  by  being  generalized,  would  be  un- 
duly expensive  to  the  Revenue,  and  where  you  were 
only  sharing  a common  burden?  Would  you  be  self- 
sacrificing  enough  to  say  that  you  would  not  press  it 
if  you  are  only  sharing  a common  burden? — If  the 
incidence  of  the  burden  is  equal  I should  say  the 
clergyman  would  be  quite  willing  to  bear  it. 

14.893.  Would  you  tell  me  what  you  mean  by 
allowing  the  Property  Tax  books  to  be  open  to 
inspection? — In  the  same  way,  I should  say,  that  the 
ordinary  rate  books  are  open  to  inspection. 

14.894.  The  rate  books  you  can  look  at.  Are  the 
Property  Tax  assessments  less  than  the  rate  assess- 
ments as  a rule  ? — I am  afraid  I could  not  say. 

14.895.  I think  you  could  say  as  a general  rule 
that  they  are  never  less  in  most  parishes? — Yes. 

14.896.  Do  not  the  rating  authorities  use  the  Pro- 
perty Tax  details  in  revising  their  rating? — I believe 
they  do,  but  I should  not  like  to  dogmatise. 

14.897.  Is  not  the  inspection  of  the  rate  books  in 
most  parishes  pretty  nearly  as  good  as  an  inspection 
of  the  Property  Tax  assessments? — It  may  be,  but  it 
is  not  the  same  thing. 

14.898.  You  are  aware  that  the  Property  Tax 
assessments  have  a great  deal  of  confidential  informa- 
tion in  them? — No,  I was  not  aware  of  that. 

14.899.  Are  you  aware  that  if  you  had  the  in- 
spection of  the  Schedule  A books  you  would  have 
in  front  of  you  amounts  showing  the  abatements, 
exemptions,  Life  Insurance  and  other  allowances  that 
are  personal  to  all  the  different  owners  of  the  pro- 
perty ? 

14.900.  Mr.  Walker  Clark  : And  the  mortgages. 

14.901.  Dr.  Stamp:  Yes,  and  the  mortgages? — 
When  you  say  it  now,  of  course,  I am  aware  of  it,  but 
3 am  afraid  I had  not  considered  it  from  that  point 
of  view  in  presenting  recommendation  No.  6. 

14.902.  It  would  be  open  to  grave  objection  that 
such  details  as  those  should  be  visible? — I think  it 
would  be  a serious  objection. 

14.903.  And  therefore  it  would  be  better  to  rely 
upon  the  inspection  of  the  rate  books.  I take  it  you 
want  this  for  the  purpose  of  comparative  informa- 
tion ? — Yes. 

14.904.  Would  it  not  be  better  to  rely  on  the  rate 
books? — I do  not  like  to  answer  without  further 
reflection  on  the  point;  I am  inclined  to  think  that 
it  would. 

14.905.  The  seventh  point  that  you  make  is  the 
‘‘simple  explanatory  form.”  Do  you  suggest  that  it 
is  possible  in  the  present  state  of  the  law  to  simplify 
the  forms  that  are  used?  Would  you  agree  with  this 
proposition,  that  you  have  two  extraordinarily  com- 
plicated things;  firstly,  the  Income  Tax  law  in 
itself,  and,  secondly,  the  conditions  of  the  income  of 
the  incumbents  of  the  Church  of  England,  which  are 
very  various,  and  full  of  small  points,  are  they  not? — 
Quite. 

14.906.  Would  you  think  it  was  possible  to  combine 
those  two  complications  and  get  a simple  form? — A 
form  of  explanation,  yes,  I think  so.  The  form  of 


The  Hon.  George  Colville,  on  behalf  of  the  Royal 

The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

14.919.  (1)  I am  a member  of  the  Committee  of 
Management  of  the  Royal  National  LifoBoat  Institu- 
tion founded  by  Royal  Charter  in  1824. 

14.920.  (2)  The  Institution  has  254  boats  stationed 
round  the  coasts  of  the  United  Kingdom.  It  is  en- 
tirely supported  by  voluntary  contributions,  receiving 
no  grant  towards  its.  work  from  the  national  purse. 


explanation  referred  to  is  something  which  will 
indicate  to  the  Clergy  what  their  action  /should  be 
under  the  circumstances  with  which  they  are  con- 
tinually confronted. 

14.907.  I am  not  speaking  of  general  mental 
capacity,  but  particular  business  capacity.  Would 
you  say  that  the  incumbents  of  the  Church  of  Eng- 
land have  not  quite  the  same  opportunity  of  under- 
standing official  forms  that  the  ordinary  business  or 
professional  man  has? — I shrink  from  generalization 
on  principle,  but  I should  say  that  they  are  not  so 
accustomed  to  the  use  of  forms  as  an  ordinary 
business  man;  at  any  rate,  the  country  Clergy  are 
not. 

14.908.  Therefore  in  this  matter  they  need  extra 
help  over  and  above  the  ordinary  taxpayer? — No.  1 
think  that  an  explanatory  form  would  be  of  value  to 
the  ordinary  taxpayer,  too,  but  I am  appearing  here 
for  the  Clergy,  and  I know  that  they  feel  the  lack 
of  it. 

14.909.  I am  wondering  whether  you  would  say 
that  a great  deal  has  not  been  done  in  the  direction 
of  assisting  them  by  such  memoranda  and  forms? — 
I believe  a great  deal  has  been  done,  and  I am 
willing  to  acknowledge  it,  and  also  the  help  given  by 
Surveyors;  but  we  would  like  a development  of  that. 

14.910.  Would  you  be  prepared  to  admit  that  in  a 
country  Surveyor’s  district  these  complicated  inter- 
actions between  the  Income  Tax  law  and  the  income 
of  the  benefice  do  take  a great  deal  of  the  time  of  the 
Surveyor  in  personal  explanation? — Yes,  I suppose 
they  would. 

14.911.  Probably  far  more  in  proportion  than  is 
given  to  any  other  taxpayer  or  any  other  com- 
mensurate form  of  revenue? — Yes. 

14.912.  In  a country  district  in  which  there  are 
100  or  150  incumbents  it  is  quite  possible  that  a very 
large  proportion  of  the  Surveyor’s  time  is  already 
taken  up  in  explaining  these  things  to  the 
incumbent? — Yes ; that  is  the  case  for  a form. 

14.913.  Which  in  his  case  is  particular  to  him,  is 
it  not?  I just  want  to  get  from  you  in  what  way 
you  think  the  process  of  simplification  and  explana- 
tion can  be  still  further  continued? — I think  we  had 
in  mind  the  document  which  is  used  in  Ireland,  which 
seemed  to  us  simple  and  plain  and  direct,  and  there- 
fore of  value. 

14.914.  Could  you  for  the  benefit  of  the  Com 
mission,  not  necessarily  now,  but  when  you  have 
given  further  thought  to  it,  put  down  the  particular 
points  or  the  way  in  which  you  think  this  could  be 
made  simple? — I will  try  to  do  so. 

14.915.  I am  particularly  interested  in  this  point,, 
because  I happen  myself  to  know  the  very  great 
difficulty  that  there  has  been  in  arriving  at  the 
present  state  of  form  38  E.C.,  and  the  amoun'o 
of  consideration  given  to  it  by  the  Ecclesiastical 
Commissioners,  and  therefore  if  we  can  get  any 
further  with  it  I think  the  Commission  ought  to  do 
so.  It  is  very  difficult  to  do  it  now,  I admit,  but 
if  you  could  give  your  mind  to  it  and  let  us  have  the 
result  it  would  be  of  great  assistance. 

14.916.  Chairman:  You  will  do  that?— I will  do  so. 

14.917.  Dr.  Stamp:  The  raising  of  the  exemption 
limit  to  £200,  I take  it,  is  general,  and  not  parti- 
cular?— Yes. 

14.918.  Chairman : As  I anticipated,  the  exami- 
nation by  Dr.  Stamp  has  satisfied  the  Commissioners, 
after  the  other  witness,  on  the  main  points  that  have 
been  brought  before  us,  so  we  will  not  trouble  you 
any  further.  If  you  will  let  us  have  the  promised 
document  to  help  us  we  shall  be  much  obliged  ?— Yes. 


National  Life-Boat  Institution,  called  and  examined. 

although  by  Statute  the  duty  of  preserving  life  from 
shipwreck  on  the  coast  is  laid  on  the  Board  of  Trade 
(by  57  and  58  Vicrt.  c.  60).  The  great  majority  of  the 
Institution  s boats  are  housed  in  boat  houses  expressly 
built  and  solely  used  for  the  purpose,  and  without  the 
protection  of  these  houses  it  would  be  quite  impossible 
to  maintain  the  boats  in  a seaworthy  condition. 
Where  boat  houses  are  not  used  it  is  impracticable  to 
provide  them. 
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14.921.  (3)  Under  clause  37  of  the  Income  Tax  Act, 
1910^  exemption  from  Tax  under  (schedule  A is 
granted  “ in  respect  of  tlie  rents  and  profits  of  any 
" lands,  tenements,  nereditaments  or  heritages  belong- 
“ ing  to  any  hospital,  public  school  or  almshouse,  or 
“vested  in  trustees  for  charitable  purposes,  so  far 
“ as  the  same  are  applied  to  charitable  purposes’' — 
but  the  Institution  are  advised  that  they  cannot  claim 
exemption  from  tax  on  the  assessments  of  their  boat 
houses,  and  other  premises  under  this  section,  and  the 
Hoard  of  Inland  .Revenue,  to  whom  application  has 
been  made,  state  that  they  have  no  discretionary 
power  to  remit  the  tax.  The  boathouse  is  as  much 
a part  of  the  apparel  and  gear  of  the  life-boat  as  are 
her  sails,  spars,  oars  or  rowlocks,  and  it  would  be  as 
reasonable  to  charge  Income  Tax  on  the  value  of  these 
as  on  her  house.  Until  some  few  years  ago  claims  for 
.Property  Tax  were  very  rare,  but  year  by  year  an 
increasing  number  of  assessments  are  being  made,  and 
tax  collected. 

14.922.  (4)  A further,  and,  at  present,  more  impor- 
tant charge  is  made  in  respect  of  the  institution’s 
office  in  Oharing  Cross  Road,  and  its  store-yard  at 
Popiar — the  tax  payable  by  the  Institution  in  respect 
of  these  premises  for  the  year  1918-19  amounting  to 
£289  10s.  Both  these' premises  are  essential  for  the 
great  work  the  Institution  carries  on. 

14.923.  (5)  I submit  that  it  is  unreasonable  not  to 
allow  exemption  in  these  cases.  All  the  monies  of  the 
Institution  invested  in  the  funds  and  other  securities 
are  exempt,  and  there  seems  no  reason  why  such  funds 
as  the  Committee  of  Management  may  invest  in  real 
estate  should  not  be  similarly  treated. 

14.924.  (6)  The  absurdity  of  the  situation  seems  to 
be  in  the  fact  that  -if  the  Institution  were  to  let  its 
premises  in  Charing  Cross  Road,  its  store-yard  at 
Poplar,  or  its  boathouses,  and  collect  the  rent,  it 
could  recover  the  tax,  but  because  it  uses  them  for  the 
purpose  of  its  national  work  it  cannot  do  so. 

14.925.  (7)  I submit  that  having  in  view  the  entirely 
unique  position  of1  this  Institution,  and  the  great 
national  work  which  is  being  done  by  it  on  behalf 
of  a maritime  nation,  some  concession  should  be  made 
to  meet  the  2 points  above  referred  to — and  that  if, 
for  some  reason,  it  is  not  possible  to  extend  the  scope 
of  the  section  in  this  direction  in  favour  of  all  chari- 
ties, a saving  clause  should  be  introduced  in  favour 
of  the  Institution  specifically,  as  has  been  done  in 
favour  of  the  British  Museum  in  section  38  of  the 
Act. 

[This  concludes  the  evidence-in-chief .] 

14.926.  Mr.  Kerly : Your  Institution  has  many 
friends.  I hope  we  are  all  its  friends,  but  still,  we 
must  ask  you  a few  questions  about  your  suggestions? 
— Might  1 add  a few  remarks  to  the  proof  which  I 
have  submitted  ? 

14.927.  You  would  prefer  to  do  that  first? — If  I 

might;  perhaps  it  might  deal  with  one  or  two  of 
the  points.  I am  sorry  I did  not  include  them,  but 
I did  not  have  them  before  me  at  the  time.  They 
are  as  follows.  I maintain  that  the  position  of  this 
Institution  is  unique,  and  that  therefore  it  can, 
and  should  be  dealt  with  as  an  exception,  if  for 
any  good  reason  all  charities  cannot  have  this  exemp- 
tion made  to  them.  In  the  case  of  the  Governors  of 
the  Rotunda  Hospital  v.  Coman,  Mr.  Justice  Madden 
said:  “The  law  recognizes  as  ‘charitable’  only 

those  institutions  which  are  of  a public  character/’ 
This  Institution  goes  much  further.  It  is  charitable, 
national  and  international,  and  carries  on  a public 
duty  at  private  expense.  As  a matter  of  interest, 
I might  mention  that  in  1910,  by  a coincidence,  the 
National  Life-boat  service  and  the  United  States 
Life-boat  service  each  had  281  boats.  The  United 
States  service  (which,  however,  includes  the  provision 
of  the  rocket  apparatus),  cost  £468,000,  whilst  the 
English  service  cost  £99,403.  The  legal  point  is,  of 
course,  controlled  by  the  Essex  Hall  case,  but  the  law 
cannot  be  said  to  be  clear  when  three  such  eminent 
judges  as  Lord  Alverstone  (than  whom  none  has  had 
greater  experience  in  taxing  law),  Mr.  Justice  Avory, 
and  Mr.  Justice  Hamilton,  hold  the  opposite  view, 
and  as  to  the  merits  of  the  case,  it  is  only  necessary 
to  refer  to  the  sarcastic  remarks  of  Lord  Justice 
Buckley. 


14.928.  It  is  quite  clear,  is  it  not,  that  on  your 
general  income  you  pay  no  tax? — On  our  investment 
income  we  pay  no  tax. 

14.929.  But  you  do  pay  tax  in  respect  of  properties 
which  you  occupy  for  the  purpose  of  your  work? — 
Which  we  own  and  occupy. 

14.930.  That  is  the  gist  of  your  complaint? — Yes. 

14.931.  Although  you  are  aware  that  all  other 
charities  are  in  the  same  position? — I am. 

14.932.  You  ask  for  exceptional  treatment,  because 
you  say  you  are  an  exceptional  institution? — 1 do. 

14.933.  Does  not  that  really  come  to  this,  that  you 
are  asking  for  a national  endowment  in  the  form  of 
relief  from  Income  Tax,  and  limited  to  the  Income 
'Tax.  which  you  pay  on  the  properties  which  you  own 
and  occupy? — In  effect  it  may. 

14.934.  it  occurs  to  me,  and  I should  like  to  know 
what  you  have  to  say  to  that,  that  this  matter  should 
be  dealt  with  directly,  and  that  it  would  be  better, 
instead  of  making  you  an  exception,  that  an  endow- 
ment should  be  given  to  you? — I looked  at  the  next 
section  to  the  section  which  is  under  consideration, 
which  controls  us,  and  it  makes  an  exception  there 
for  the  British  Museum. 

14.935.  I quite  appreciate  the  relevancy  of  that? — 
I do  not  quite  understand  why  the  British  Museum 
required  it,  but  still  it  does,  and  I hold  that  as  we 
are  such  an  entirely  unique  institution,  and  there 
can  be  no  parallel  to  it  in  the  way  of  a charity,  we 
might  be  put  on  the  same  ground. 

14.936.  The  British  Museum  exception  is  really  idle, 
because  the  funds  of  the  British  Museum  are  provided 
by  the  State,  and  if  the  State  took  a little  more  with 
one  hand  and  had  to  give  the  same  amount  back  with 
the  other,  it  would  make  no  difference? — Still,  it  is 
a precedent. 

14.937.  Mr.  Armitag e-Smith:  The  British  Museum 
is  a public  Department  of  State.  I gather  that  you 
desire  to  be  treated  as  such,  but  to  retain  private 
management? — No,  I do  not  wish  to  be  treated  as  a 
public  department,  but  I take  it  that  public  depart- 
ments would  not  pay  Income  Tax  under  any  condi- 
tions. 

14.938.  No;  and  to  that  extent  you  desire  to  be 
assimilated  to  the  position  of  a public  department? — 
I do  not  see  how  the  British  Museum  can  be  exactly 
a public  department,  if  it  is  liable  to  Income  Tax. 
The  Crown  cannot  pay  Income  Tax. 

14.939.  What  is  the  date  of  that  exemption? — It  is 
in  the  old  Act  of  1842. 

14.940.  What  would  happen  if  you  ceased  to  carry 
on? — The  country  would  have  to  do  the  work. 

14.941.  Under  Statute? — Under  Statute.  Would 
you  like  the  reference  to  the  Statute? 

14.942.  If  you  have  the  words  there  I should? — 
I have,  yes.  It  is  the  Merchant  Shipping  Act,  1894, 
Chapter  60. 

14.943.  Do  you  mind  reading  the  section  which 
imposes  on  the  Board  of  Trade  the  obligation? — 
It  is  Section  677:  “Subject  to  the  provisions 
of  this  Act  and  to  any  prior  charges  that 
may  be  subsisting  on  the  Mercantile  Marine  Fund 
under  any  Act  of  Parliament  or  otherwise  there  shall 
be  charged  on  and  payable  out  of  that  Fund  the 
following  expenses  so  far  as  they  are  not  paid  by 
any  private  person  ....  such  expenses  for 
establishing  and  maintaining  on  the  coasts  of  the 
United  Kingdom  proper  life-boats  with  the  necessary 
crews  and  equipments,  and  for  affording  assistance 
towards  the  necessary  preservation  of  life  and  pro- 
perty in  case  of  shipwreck  and  distress  at  sea,  and 
for  rewarding  the  preservation  of  life  in  such  cases 
as  the  Board  of  Trade  may  direct.” 

14.944.  Have  you  ever  asked  the  Treasury  to  give 
you  a grant  equivalent  to  the  Income  Tax  which  you 
pay? — No,  we  have  not.  It  has  of  course,  like  all 
questions  of  Income  Tax,  become  really  material 
during  the  last  four  or  five  years.  We  asked  the 
Inland  Revenue  to  deal  with  it,  but  I understand  from 
the  Inland  Revenue,  although  they  seemed  to 
approach  it  most  sympathetically,  that  they  had  no 
discretionary  power. 

14.945.  Mr.  Kerly : Thank  you.  We  are  much 
obliged  to  you  for  your  assistance. 


MINUTES  OE'EVIDENCE. 
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[ Continued . 


Mr.  Edward  Eames,  Farmer  (Occupying  Owner),  of  Silkstead  Priors,  Compton,  near  Winchester,  called  and  examined. 


The  witness  handed  in  the  following  statement  in 
his  evidence-in-chief : — 

Income  Tax,  Schedule  B. 

Definition  of  same. 

14.946.  (1)  The  Inland  Revenue  notices  to  the  tax- 
payers state  that  it  is  “on  profits  arising  from  the 
occupation  of  lands.” 

Its  incidence  applied  by  the  Income  Tax  Acts  and  the 
Inland  Itevenue. 

14.947.  (2)  Is  on  land  only,  save  and  except  in  the 
case  of  a tenant  farmer  who  rents  his  dwelling  house 
and  also  when  the  sporting  rights  are  included  in  the 
farm  rent  with  farm  lands  in  one  and  the  same  in- 
clusive rent  for  the  whole,  when,  in  addition  to  the 
annual  value  of  such  lands,  the  annual  value  of  such 
dwelling  house,  and  the  sporting  rights  when  included 
in  the  farm  rent,  are  also  included  in  the  total  assess- 
ment on  which  such  tenant  farmer  is  called  upon  to 
pay  Income  Tax  Schedule  B. 


Differentiation. 

14.948.  (3)  Any  other  person,  not  being  a farmer, 
whose  dwelling  house  stands  in  or  forms  part  of  the 
holding,  whether  rented  or  not,  of  an  area  exceeding 
one  acre,  is  liable  to  pay  Income  Tax  Schedule  B in 
respect  of  such  acreage  exceeding  one  acre  on  the 
single  annual  value,  whereas  the  farmer  pays  on 
double  the  annual  value,  but  the  dwelling  house 
whether  rented  or  owned,  although  being  part  and 
parcel  of  such  holding  (as  the  farm  house  of  the  tenant 
farmer  is  part  and  parcel  of  his  holding)  is  not  liable 
for  Income  Tax  Schedule  B in  respect  of  its  annual 
vjilue  or  otherwise,  nor  are  the  cottages  which  are  let 
with  and  included  in  the  rent  of  a farm  liable  to 
Income  Tax  Schedule  B although  they  are  dwellings. 
Also  the  owner  of  a farm  who  farms  the  farm  himself 
and  lives  dn  the  farm  house  on  such  said  farm,  is  not 
liable  to  pay  Income  Tax  Schedule  B on  such  dwelling 
house.  Neither  is  the  tenant  farmer  nor  anyone  else 
liable  to  pay  Income  Tax  Schedule  B in  respect  of 
the  farm  dwelling  house  he  rents  with  his  farm  and 
sub-lets  to  another.  Nor  is  a farmer  who  either  rents 
or  owns  a dwelling  house  adjoining  lands  he  rents  and 
farms,  liable  to  pay  Income  Tax  Schedule  B in  respect 
of  such  dwelling  house,  although  he  can  and  does  farm 
the  lands  to  as  great  an  advantage  of  proximity,  etc., 
as  he  would  have  done  had  he  enjoyed  the  occupation 
of  the  farm  dwelling  house  which  formed  part  of  the 
farm  holding,  and  which  latter  if  he  sub-let  would 
not  have  to  pay  Income  Tax  Schedule  B. 

14.949.  (4)  If  a farmer  who  lives  in  the  dwelling 
house  he  rents  with  his  farm  elects  to  pay  under 
Schedule  D instead  of  Schedule  B the  annual  value 
of  the  farm  house  is  not  assessable  to  Income  Tax 
under  either  Schedule  D or  B. 


14.950.  (5)  The  inclusion  of  the  tenant  farmer’ 
house  and  exclusion  of  the  occupying  owner’s  lious' 
to  Income  lax  Schedule  B.  dqtes  back  to  the  Act  o 

since  which  date  the  purposes  to  which  tin 
tenant  farmer’s  house  are  put  are  very  different. 

14.951.  (6)  As  regards  the  sporting  rights  rented  b’ 
a tenant  farmer  and  forming  part  of  the  inclusive 
lent  of  the  land,  the  value  of  these  should  be  ascer 
tainecl  (the  local  Assessment  Committee  could  do  this) 
set  out  with  the  annual  value  of  the  farm  dwellini 
house  and  cottages,  if  any,  and  deducted  from  tin 
lent  paid  for  the  whole,  as  the  farming  tenant,  if  In 
holds  the  sporting,  only  obtains  for  the  sporting  tin 
extra  value  he  gives  in  respect  of  the  sporting  rights 
and  there  is  clearly  no  profit  in  respect  of  the  sam< 
as  he  only  gets  back  what  he  first  pays  to  his  land 
told  Neither  the  landlord  nor  his  sporting  tenant 

IP0?™6  rl6hts  are  reserved,  pays  Inoome  Tai 
Schedule  B thereon. 


Repairs. 

14,952.  (7)  Before  1897  the  tenant  farm* 
assessed  to  Income  Tax  Schedule  B at  half  h 


was 

rent 


and  tithe  less  one-eighth  for  repairs;  thus  every  £100 
rent  and  tithe  was  assessed  at  £43  15s.,  but  from  189/ 
to  1914  the  assessment  was  reduced  to  one-third  of 
this  rent  and  tithe  (annual  value),  or  for  every  £100 
rent,  etc.,  he  was  assessed  at  £33  6s.  8d.,  but  no 
allowance  was  made  for  repairs,  and  he  was  thus 
thirty  per  cent,  better  off  in  his  assessment  to  Schedule 
B than  previously. 

14.953.  (8)  The  landlord  under  Schedule  A is 
allowed  12j  per  cent,  in  respect  of  repairs,  the  land- 
lord usually  finding  the  greater  part  of  the  materials 
and  the  tenant  the  labour,  paint,  nails,  &c.,  and 
cartage.  To-day  the  tenant’s  liability  in  this  respect, 
owing  to  a very  great  increase  in  cost  of  labour  and 
horsepower,  &c.,  is  as  much  or  more  than  the  land- 
lord’s, and  it  appears  that  it  would  be  only  fair  and 
reasonable  to  allow  the  tenant  12J  per  cent.  If  the 
tenant  elects  to  be  assessed  under  Schedule  D the  cost 
of  repairs  are  taken  as  part  of  the  expenses  of  the 
farm  and  so  charged. 

14.954.  (9)  The  effect  of  this  differentiation  is  that 
the  tenant  farmer  whose  rent,  for  example,  is  £600, 
including  the  farmhouse  and  sporting  rights,  but  ex- 
clusive of  cottages,  gays  under  Schedule  B on  the 
whole  £600,  but  the  occupying  owner  (who  is  treated 
fairly  in  this  respect  on  the  same  lines  as  the  general 
public)  if  he  owns  the  same  farm  and  lets  his  sporting 
at  £80  a year  and  the  house  is  of  an  annual  value  of 
£60,  is  assessed  to  Income  Tax  Schedule  B on  the 
remainder,  viz. : £460,  and  will  be  called  on  to  pay 
£87  less  than  the  tenant  farmer  renting  a farm  of  the 
same  annual  value  (see  Tables  below).  If  this 
same  farm  is  let  at  £520,  the  landlord  retaining  the 
sporting  rights,  the  tenant  farmer  pays  Income  Tax 
Schedule  B £195,  or  £57  more  in  respect  of  the  farm- 
house (the  annual  value  of  which  is  £60)  than  the 
occupier  of  an  ordinary  dwelling  house  or  the  occupy- 
ing owner  of  a farmhouse  of  similar  annual  value ; in 
fact,  he  is  mulcted  in  that  sum  and  is  prejudiced  to 
that  extent  as  against  the  ordinary  tenant  of  a dwell- 
ing house  or  occupying  owner,  such  prejudice  being 
generally  considered  by  our  law  as  intolerable  and 
unjustifiable. 

14.955.  (10)  The  peculiar  effect  of  this  differentia- 
tion in  the  treatment  of  the  occupying  owner  and  the 
tenant  farmer  is  this,  that  if  the  tenant  farmer, 
whose  Income  Tax  Schedule  B is  £225  per 
annum  (see  Tables  below)  buys  his  farm,  directly  he 
buys  and  becomes  the  occupying  owner  he  is  called 
upon  to  pay  £138  instead  of  £225,  or  £87  less,  and 
vice  versa  if  he  sells  his  farm  and  becomes  tenant  of 
it  he  has  to  pay  £87  more  Schedule  B. 

14.956.  (11)  If  the  tenant  farmer  is  allowed  12£  per 
cent,  for  repairs  his  assessment  will  be  reduced  from 
£600  by  £75  to  £525  (see  Tables  below),  and  similarly 
the  occupying  owner,  if  allowed  12£  per  cent,  for 
repairs,  will  have  his  assessment  reduced  from  £460  by 
£57  10s.  to  £402  10s.,  and  he  will  then  pay  £76  less 
than  the  tenant  farmer  on  the  same  farm. 

14.957.  (12)  The  tenant  farmer  who  pays  £600  a year 
rent  has  now  to  pay  £225  Income  Tax  Schedule  B in 
respect  of  the  same  farm  on  which  four  years  ago  at 
the  same  rent  he  paid  as  Income  Tax  £1  10s.,  that  is, 
he  has  to  pay  for  every  £1  then  £150  now,  whilst  the 
whole  of  the  country’s  Income  Tax  now  yields  about 
six  times  as  much  as  it  did  in  1914.  Thus  the  tenant 
farmer’s  ratio  of  increase  compared  with  that  of  the 
country’s  is  as  25  to  1 (a  somewhat  astounding 
position). 

14.958.  (13)  If  Table  5 is  adopted  it  will  bo  eighty 
times  as  much  as  it  was  in  1914,  and  even  this  latter 
shows  the  tenant  farmer’s  increase  to  be  in  the  ratio 
of  13  to  T,  as  compared  with  the  whole  of  the  country’s 
increase.  This  is  on  the  assumption  that  the  total 
amount  of  the  nation’s  assessable  wealth  in  1919  was 
equal  to  what  it  was  in  1914,  but  as  a fact  it  has  in- 
creased irrespective  of  our  national  indebtedness,  thus 
showing  a greater  disparity. 

14.959.  (14)  Any  revision  of  Schedule  B should  in 
fairness  cover  the  period  which  the  Finance  Act.  1918 
governs,  and  onwards. 
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14,960.  APPENDIX. 

Table  1. 


Assessment  to  Sch.  B.  of  a tenant  farmer  who  lives  in  the  farm  house  and  also  has  the  sporting  rights  included 
in  his  rent  of  £600. 


Annual  value. 

Assessable  to 
Sch.  B. 

Rate  of 
tax. 

Total  amount 
payable. 

Amount  paid  for  same 
annual  value,  1914. 

Increase,  1919. 

£600 

£1,200 

3s.  9 d. 

£225 

£1  10s.  Od. 

£223  10s.  Od.  or  for 
every  £1  iu  1914, 

£150  in  1919. 

Table  2. 

Assessment  to  Sch.  B.  of  an  occupying  owner  of  the  same  farm  who  lets  his  sporting  for  £80  per  annum.  The 
farm  house  being  of  the  annual  value  of  £60. 

Annual  value. 

Assessable  to 
Sch.  B. 

Rate  of 
tax. 

Total  amount 
payable. 

Amount  paid  for  same 
annual  value,  1914. 

Increase,  1919. 

Land  ...  £460 
House  ...  60 

Sporting  80 

£600 

£920 

nil 

nil 

3s.  Od. 
nil 
nil 

£138 

nil 

nil 

nil 

nil 

nil 

£138 

nil 

nil 

Table  3. 

Assessment  to  Sch.  B.  of  a tenant  (not  a farmer)  of  a house  with  6 acres  of  land  let  for  £100,  the  land,  5 acres, 
taken  as  worth  £15  annual  value. 

Annual  value. 

Assessable  to 
Sch.  B. 

Rate  of 
tax. 

Total  amount 
payable. 

Land  ...  £15 

House  ...  85 

£100 

£15 

nil 

say  3s.  9 d. 
nil 

£2  16s.  3d. 
nil 

Table  4. 

If  12i  per  cent,  is  allowed  for  repairs  to  tenant  farmers. 

Annual  value. 

Assessable  to 
Sch.  B. 

Rate  of 
tax. 

Total  amount 
payable. 

being  a reduction  of  £28  3s.  Od.  from 
Table  1. 

£600  reduced 

to  £525 

£1,050 

3s.  9 d. 

£196  17s.  0 d. 

Table  5. 


If  12£  per  cent,  is  allowed  for  repairs  to  occupying  owner. 


Annual  value. 

Assessable  to 
Soh.  B. 

Rate  of 
tax. 

Total  amount 
payable. 

£460  reduced 
to  £402  10s. 

£805 

3s.  Od. 

£120  15s.  Od. 

being  a reduction  of  £17  5s.  Od.  from 
Table  2. 

If  only  the  land  and  buildings  are  assessed  at  £460 
the  present  tax  of  £225  is  at  the  rate  of  9s.  9d.  of  each 
£1  of  annual  value.  A case  is  known  where  on  this 
basis  the  tenant  pays  15s.  of  each  £1  annual  value. 
If  the  tenant  farmer  were  assessed  on  the  same  basis 


as  the  occupying  owner  the  tenant  farmer  would  pay 
£87  less  than  he  now  does  (sec  Tables  1 and  2).  If 
the  12^  per  cent,  were  allowed  for  repairs  he  would 
pay  £104  5d.  less  than  he  now  does  (see  Tables  1 and 
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14.961.  Mr.  Kerly : We  have  had  your  paper,  and 
have  read  it,  and  now  you  will  be  examined  on  various 
points  in  it  with  a view  to  developing  it  and  testing 
how  far  it  can  assist  us? — If  you  please. 

14.962.  Mr.  Pretyman : Your  complaint  about  the 
house  and  the  sporting  rights,  refers  entirely  to 
Schedule  B,  does  it  not? — Entirely. 

14.963.  Do  you  recognize  that  Schedule  B is  a purely 
arbitrary  assessment,  which  does  not  attempt  to  de- 
fiiio  the  exact  profits  which  the  fanner  makes,  but 
which  he  has  the  option  of  paying  or  not,  as  he  likes, 
in  any  year?  If  in  any  year  his  profits  are  less 
than  his  Schedule  B assessment,  he  does  not  pay 
under  Schedule  B,  but  he  pays  on  his  actual  profits? 
— -Yes. 

14.964.  If,  on  the  other  hand,  his  profits  are  more 
than  his  Schedule  B assessment,  he  only  pays  on 
Schedule  B? — Yes. 

14.965.  Therefore  the  addition  of  the  house  and  the 
sporting  rights  into  his  Schedule  B assessment,  does 
not  raise  his  compulsory  assessment  for  profits  on 
which  he  has  to  pay,  but  only  increases  the  arbitrary 
figure  on  which  he  is  voluntarily  assessed,  which 
amounts  to  an  admission  that  he  has  made  more  than 
that? — Yes,  but  what  about  the  occupying  owner, 
who  stands  in  the  same  position?  He  is  the  tenant 
of  his  own  land. 

14.966.  He  is  the  occupier  of  his  own  land  ; not  the 
tenant,  but  the  occupier? — I beg  your  pardon;  he  is 
the  tenant;  he  holds  it. 

14.967.  He  occupies  it? — And  he  holds  it. 

14.968.  Yes,  he  holds  it? — I am  sure  I am  right  in 
that  respect.  He  holds  it  on  exactly  the  same  lines 
as  the  tenant  farmer.  He  has  nothing  to  pay  in 
respect  of  Schedule  B on  the  house  he  occupies.  You 
see,  there  is  a difference  drawn  between  the  man  who 
occupies  on  his  own  account,  and  the  man  who  occupies 
as  the  tenant  farmer;  but  the  profits  arising  are 
exactly  the  same,  and  on  exactly  the  same  basis.  I 
am  quite  sure,  from  what  I have  heard  of  the  argu- 
ments in  the  House  of  Lords,  when  I have  been  there, 
that  they  always  take  the  view  that  they  will  not  see 
an  advantage  given  to  one  person  over  another  in  a 
similar  position. 

14.969.  So  that  your  point  is  not  so  much  that  it 
is  a hardship,  as  that  it  is  an  inequality? — That  is 
my  point  right  through;  it  is  a hardship  as  well, 
because  the  man  who  farms  the  land  without  the 
house  on  it,  makes  exactly  the  same  profits  from  the 
land,  whether  he  has  got  the  house  there  or  not,  If 
his  house  is  across  the  road  and  it  belongs  to  him  or 
someone  else  that  house  is  not  assessed  under 
Schedule  B. 

14.970.  But  no  man  is  compulsorily  assessed  under 
Schedule  B at  all  as  an  occupier  of  land — either 
owner  or  occupier? — But  is  not  Schedule  B the  first 
law,  and  the  other  the  alternative  law? 

14.971.  I do  not  think  it  makes  much  difference 
which  is  the  first  and  which  is  the  alternative,  because 
the  occupier,  whether  a tenant  farmer  or  an  owner, 
has  a right  of  choice? — Yes,  I quite  agree  with  that, 
but  then  you  come  to  the  question  of  the  man  who  has 
a house  and  several  acres  surrounding  it. 

14.972.  In  which  he  is  living,  you  mean? — Yes,  but 
not  a tenant  farmer.  He  comes  under  Schedule  B. 

14.973.  Compulsorily;  that  is  quite  a different 
thing? — But  then  his  house  is  not  assessed  under 
Schedule  B. 

14.974.  No;  but  then  that  is  a compulsory  assess- 
ment; he  has  no  right  of  escape  from  it  at  all? — I 
quite  agree  with  that.  I am  an  occupying  owner.  I 
do  not  complain  at  all  of  my  position,  but  I do  say  I 
cannot,  as  a Britisher,  sit  still  and  see  what  I call 
a tremendous  injustice  on  certain  men.  I have  been 
brought  up  to  the  farming  and  land  agency  all  my 
lif0 — I have  retired  from  land  agency  for  the  last 
fifteen  years — and  I do  know  that  there  is  an  enor- 
mous number  of  men  who  have  risen  from  the  ranks, 
who  cannot  compete  wjth  this  question  of  making 
accounts.  Schedule  B is  absolutely  the  only  thing 
that  tney  can  go  upon. 


14.975.  I see  what  you  mean.  Very  simple  accounts 
are  all  that  are  required.  Even  the  bank-book,  they 
told  us,  would  be  accepted? — Yes,  I quite  agree.  It 
can  be,  perhaps. 

14.976.  Is  it  not  desirable  that  farmers  should  be, 
as  far  as  possible,  induced  to  keep  some  accounts,  to 
know  where  they  stand? — It  might  be,  if  you  wish  to 
increase  their  costs  as  regards  accountancy. 

14.977.  Every  farmer  has  to  have  a bank-book,  has 
he  not? — He  has  a bank-book.  1 am  sorry  to  say  we 
have. 

14.978.  Some  of  them  look  rather  better  than  they 
did  ten  years  ago,  do  they  not  ? — I am  afraid  they  will 
look  a great  deal  worse  this  year,  from  what  I can 
see  of  it. 

14.979.  I quite  see  your  point.  It  is  quite  obvious 
there  is  an  inequality? — Yes,  an  inequality,  and  such 
a tremendous  inequality.  I would  draw  your  atten- 
tion to  the  fact  that  this  inequality  sprang  up  in 
1842,  I believe,  when  this  Act  was  passed.  I rather 
fancy  at  that  time  there  were  more  people  in  the  same 
position  that  I am  in,  than  there  were  tenant  farmers. 

14.980.  Under  Schedule  B very  few  farmers  paid 
anything  then;  so  it  did  not  much  matter,  did  it? — 
In  1842? 

14.981.  Under  Schedule  B,  when  it  was  only  one- 
third  of  the  rent? — It  was  not  one-thii’d  in  1842. 

14.982.  Was  Schedule  B imposed  in  1842? — -Yes; 
I have  had  extracts  from  that  Act  sent  me. 

14.983.  What  was  the  assessment  under  Schedule 
B then  ? — I could  not  tell  you 

14.984.  Was  it  one-third  of  the  rent? 

14.985.  Sir  E.  Nott-Bower : No;  it  was  one  half  of 
the  rent  less  one-eighth;  that  is  seven-sixteenths. 

14.986.  Mr.  Pretyman : This  trouble  really  emerges, 
does  it  not,  from  the  very  great  change  made  in 
Schedule  B,  which  instead  of  being  as  it  originally 
was,  one-half  of  the  rent  with  one-eighth  allowance, 
and  then  subsequently  one-third  of  the  rent,  has  now 
become  twice  the  rent? — Yes;  and  as  I pointed  out  in 
my  evidence-in-chief,  it  sent  up  a man’s  assessment 
on  a £600  annual  value,  150-fold. 

14.987.  But  unless  he  has  made  the  profit,  he  need 
not  pay  it? — Quite  so,  always  providing,  of  course,  he 
takes  the  trouble. 

14.988.  It  is  worth  while,  is  it  not,  taking  some  little 
trouble  to  avoid  making  such  a payment  as  that? — 
You  have,  as  I say,  the  occupying  owner  put  on  a 
different  level. 

14.989.  Only  in  respect  of  the  house  and  sporting 
rights? — Yes,  and  a very  big  item  indeed.  I have 
a case  near  to  me  where,  if  that  was  taken  into 
account,  the  man  would  be  relieved  of  £240  a year 
taxation. 

14.990.  Of  course  there  is  the  possibility,  is  there 
not,  that  the  Chancellor  of  the  Exchequer  might  take 
the  view  that  instead  of  equalizing  by  taking  it  off  one 
man,  he  might  equalize  by  putting  it  on  to  the 
other? — Are  you  speaking  of  farming  only? 

14.991.  I am  speaking  entirely  of  the  house  and  the 
sporting  rights.  If  it  is  only  a question  of  an  in- 
equalty,  an  inequality  may  be  removed  by  levelling 
up  or  levelling  down ; and  your  suggestion  is  that  the 
tenant  occupier  should  be  put  in  the  same  position 
as  the  occupying  owner? — Yes. 

14.992.  But  the  Chancellor  of  the  Exchequer  might 
take  the  view  that  the  occupying  owner  should  be  put 

in  the  same  position  as  the  tenant,  and  should  pay? 

If  he  does,  we  must  stand  that;  but  at  the  same  time, 
it  seems  a very  extraordinary  position. 

14.993.  Yes,  I think  there  is  a very  strong  case, 
except  for  the  point  of  its  being  an  arbitrary  tax ; 
you  must  bear  that  in  mind.  It  does  not  profess  to 
be  a real  measure  of  income.  I may  tell  you  that  we 
have  had  witnesses  here  who  have  put  in  very  strong 
claims  on  behalf  of  the  commercial  community  that 
a farmer  ought  to  be  made  to  pay  on  all  his  profits, 
as  a trader  does? — He  does  not  object  to  it,  in  the 
leant. 

14.994.  I think  you  would  find  it  very  difficult  if 
you  had  to  be  assessed  in  the  same  way  as  a trader; 
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you  would  then  have  to  keep  a very  different  sort  of 
accounts  sometimes? — There  might  need  to  be  ac- 
counts, but  the  result  would  not  be  different. 

14.995.  I think  you  want  to  be  a little  careful 
before  you  give  that  answer — that  you  do  not  object 
to  be  compulsorily  assessed  under  Schedule  D ? — I do 
not  see  there  is  any  peculiar  objection  in  it  myself. 
Take  sporting  rights — how  much  you  might  arbitra- 
rily put  those  up.  But  you  cannot  put  sporting  rights 
up  arbitrarily,  because  you  cannot  prove  that  there  is 
any  profit  to  the  man  who  rents  sporting  rights  and 
uses  them. 

14.996.  And  you  cannot  prove  that  there  is  any  pro- 
fit to  a man  from  his  garden,  but  he  has  to  pay  under 
Schedule  B in  respect  of  it? — It  is  assumed  that  he 
would  not  take  that  land  unless-  it  answers  his  pur- 
pose. 

14.997.  He  would  not  take  the  shooting  unless  it 
answers  his  purpose? — There  is  no  profit  to  that;  it 
is  an  enjoyment. 

14.998.  So  is  his  garden? — A lawn  is,  but  not  a 
kitchen  garden. 

14.999.  You  must  bear  that  in  mind — that  the 
assessment  under  Schedule  B is  purely  arbitrary, 
and  it  is  for  the  Chancellor  of  the  Exchequer  to  say  at 
what  figure  he  will  fix  it,  so  that  the  tenant  farmer 
may  have  the  option,  if  he  likes,  of  paying  what 
appears  to  be  a very  high  figure  rather  than  go  into 
a very  detailed  account  of  his  profits,  which  would 
be  somewhat  difficult.  But  if  he  chooses  to  give  an 
accurate  statement  of  his  profits,  and  they  are  less 
than  his  Schedule  B arbitrary  assessment  he  need 
only  pay  on  those  profits,  and  then  neither  of  these 
two  questions  of  the  house  or  sporting  rights  arises. 
So  I think  you  will  agree  there  is  no  really  heavy 
grievance  so  far  as  the  compulsory  over-payment  of 
tax  is  concerned.  There  is  a grievance  so  far  as  in- 
equality is  concerned? — That  is  it;  he  is  prejudiced. 

15.000.  I do  not  want  to  repeat  my  questions.  Now 
t would  like  to  take  your  instance,  because  it  is  ger- 
mane to  what  I have  been  saying  just  now.  On  Table 
2,  in  the  Appendix  to  your  paper,  you  have  made  a 
calculation  showing  the  case  of  a farm  with  an  annual 
value  of  £600  in  the  hand  of  an  owner-occupier,  with 
the  house  and  the  shooting  severed.  Have  you  not 
miscalculated  there  in  taking  your  rate  of  tax  at  3s.  ? 
Have  you  not  omitted  to  take  into  account'  that  the 
owner-occupier  would  be  assessable  not  only  under 
Schedule  B at  £920,  but  also  under  Schedule  A on 
the  annual  value  of  the  land,  and  the  rate  of  tax 
would  therefore  be  higher?  It  would  not  be  3s.  ; it 
would  be  4s.  6d.? — I think  not  as  the  occupying- 
owner. 

15.001.  Yes,  certainly;  the  rate  of  tax  depends  upon 
bis  total  income,  Schedule  A plus  Schedule  B? — Yes, 

I quite  admit  all  that,  but  that  does  not  destroy  the 
argumentative  position. 

15.002.  I am  not  discussing  the  argument;  I am  dis- 
cussing your  figures ; and  your  £138,  I suggest,  ought 
to  be  £208? — It  might  possibly  be  so,  always  provided 
that  the  landlord  had  not  mortgaged  his  property  and 
got  a rebate  in  that  direction.  Then  it  would  not  be 
so. 

15.003.  I do  not  think  that  affects  the  argument  at 
all,  does  it? — Yes.  certainly,  because  he  cannot  show 
a balance  of  profit  if  he  has  mortgaged  it  up  to  the 
hilt. 

15.004.  But  that  does  not  really  affect  the  question. 
If  a man  has  a mortgage  on  any  kind  of  property, 
whether  it  is  agricultural  or  other,  he  has  to  pav  in- 
terest on  the  mortgage,  and  that  naturally  reduces 
his  income  to  that  extent  and  he  pays  so  much  less 
Income  Tax.  Here  you  arp  taking  the  simple  case  of 
what  a man  has  to  pay  who  occupies  property ; natu- 
rally the  question  of  mortgage  is  a secondary  question, 
which  does  not  enter  into  it  at  all.  I only  suggest 
that  on  your  own  case  here  your  figures  are  wrong : 
and  I suggest  you  have  made  a mistake  in  the  rate  of 
tax.  and  that  instead  of  being  3s.,  it  should  be 
4s.  6d.? — T am  not  sure  about  that. 

15.005.  Will  you  look  into  that? — Yes,  I will,  hnt  T 
jwp  not  at  all  sure  about  it. 


15.006.  Your  figures  show  a difference  as  between 
£225  and  £138,  which  is  very  large.  The  real 
difference,  I suggest,  is  between  £225  and  £208,  which 
is  comparatively  very  small? — I am  rather  inclined 
to  think,  from  what  I know  of  taxation,  in  that  case 
it  might  be  impeached  but  I am  not  at  all  certain, 
as  1 say,  if  the  property  is  mortgaged.  After  all, 
you  only  pay  on  your  net  income. 

15.007.  Then  on  the  question  of  repairs.  In  para- 
graph 7 of  your  paper  you  say  that  a tenant  before 
1897  was  assessed  to  Income  Tax  on  Schedule  B,  at 
half  his  rent,  and  tithe,  less  one-eighth  for  repairs. 
Is  that  correct? — Yee. 

15.008.  I do  not  think  there  was  ever  one-eighth 
for  repairs  in  the  case  of  a tenant  farmer.  Was  the 
one-eighth  not  allowed  for  a different  reason? — We 
were  always  given  to  understand  that  that  is  what  it 
was  for.  I do  not  know  more  than  that. 

15.009.  Sir  E.  Nott-Bower : I think  there  is  a mis- 
understanding there.  If  you  look  at  the  Act  you  will 
see  what  the  one-eighth  was  for.  Under  the  Act  of 
1842  that  one-eighth  that  was  allowed  was  merely  to 
equalize  matters  as  between  land  which  was  subject 
to  tithes  and  land  which  was  tithe  free.  You  will  see 
under  Schedule  B,  that  duty  is  to  be  charged  by 
reference  to  the  full  amount  of  the  annual  value 
thereof  as  estimated  under  Schedule  A on  one  halt 
the  value,  provided  that  in  all  cases  where  lands  are 
subject  to  a rent  charge  in  lieu  of  tithes  under  the 
Act  passed  for  the  commutation  of  tithes,  and  in  all 
other  cases  where  lands  in  England  are  not  subject 
to  tithes  or  to  any  modus  or  composition  real  in 
lieu  thereof,  there  shall  be  deducted  out  of  the  duties 
contained  in  this  Schedule  a sum  not  exceeding  one- 
eighth  part  thereof.  That  is  section  63  of  the  Income 
Tax  Act,  1842,  No.  7 of  the  Rules  in  Schedule  B 
If  you  look  it  up  you  will  see  that  that  is  the 
history  of  the  one-eighth ; and  I am  quite  sure  when 
you  look  at  it  you  will  see  why  it  was  necessary  to 
make  that  differentiation.  It  is  a differentiation  to 
obtain  equality.  What  you  will  not  see,  I think,  is 
why  the  proportion  should  be  exactly  one-eighth ; I 
do  not  myself  know  why  the  proportion  was  taken  at 
exactly  one-eighth,  but  I dare  say  one-eighth  is  about 
the  right  figure. 

15.010.  Mr.  Pretyman : There  never  was  an  allow- 
ance for  repairs  to  the  tenant  farmer? — I was  under 
a misapprehension,  then ; that  is  what  I always  un- 
derstood it  was  for. 

15.011.  Probably  because  latterly  there  has  ben  one- 
eighth  allowed  to  the  landlord,  and  then  when  it  was 
rememhered  that  one-eighth  was  previously  allowed 
there  miay  have  been  some  confusion  of  ideas  and  it 
was  assumed  that  that  was  also  for  repairs ; but  there 
never  was  an  allowance  to  a tenant  farmer  for  repairs 
Is  it  not  a fact  that  the  question  of  repairs  as  between 
an  owner  and  his  tenant  is  really  a matter  which 
must  be  adjusted  in  the  rent  and  as  to  which  the 
taxing  authority  cannot  have  anything  to  say?— Of 
course  you  know  the  position  has  enormously  altered 
from  what  it  was  before  the  war.  It  costs  now 
probably  more  than  double  as  much  to  do  the  repairs 
as  it  did  before. 

15.012.  The  cost  to  the  landlord  has  also  very  much 
increased? — I admit  that. 

15.013.  The  part  of  the  expense  that  the  landlord 
has  to  find  comes  out  of  the  rent.  Is  it  your  experi- 
ence that  rents  have  been  raised  since  the  price  of 
corn  and  other  farm  produce  went  up? — Not  much, 
only  occasionally. 

15.014.  There  has  been  practically  no  raising  of 
rent?  There  has  been,  where  there  has  been  more 
meadow  land,  sometimes. 

15.015.  But,  generally  speaking,  the  rise  of  rents  is 
immaterial? — I believe  it  was  thought  there  was  no 
infringement  of  what  Parliament  wished  in  that. 

15.016.  There  has  been  no  raising  of  rents,  whatever 
may  have  been  thought  or  whatever  the  reason  may 
have  been  ? — When  properties  have  been  sold  the  ronta 
have  been  raised  enormously.  I know  of  a case  where 
the  rent  of  a farm  was  raised  from  £600  to  £1,000. 

15.017.  That  may  have  occurred  where  properties 
have  been  sold,  very  possibly,  and  it  may  be  that 
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there  have  been  higher  rents  when  farms  have  changed 
hand?— Yes. 

15.018.  Where  a farmer  has  voluntarily  given  up 
a farm  there  may  be  some  cases  in  which  the  rents 
have  been  increased  on  a new  tenancy? — Yes,  there  is 
no  doubt  about  that. 

15.019.  But,  generally  speaking,  apart  from  that, 
the  question  of  repairs  is  a matter  which  has  to  be 
adjusted  in  rent  between  the  landlord  and  the  tenant. 
If  a tenant  farmer  found  that  he  could  no  longer 
carry  out  his  obligation  in  respect  of  repairs  his 
remedy  would  be  to  go  to  the  landlord  and  ask  for  a 
reduction  of  rent,  would  it  not? — Yes,  no  doubt  it 
would,  or  quit. 

15.020.  The  one-eighth  which  is  allowed  to  the  land- 
lord, or  whatever  sum  is  allowed  to  the  landlord  for 
repairs,  has,  as  you  know,  been  extended  now  to  the 
full  cost? — Yes. 

15.021.  So  that  the  State  now  allows  in  respect  of 
any  agricultural  occupation  a deduction  from  the  tax 
payable  on  that  occupation  of  the  full  cost  of  repairs 
and  maintenance? — Yob. 

15.022.  Therefore,  if  an  additional  allowance  were 
given  to  the  tenant  the  allowance  would  be  given 
twice  over? — I do  not  quite  agree  with  that,  because 
a landlord  finds  materials  as  a rule  and  the  tenant 
does  the  cartage  and  labour,  with  few  exceptions. 

15.023.  So  that  what  you  mean  is  that  the  allowance 
does  not  really  cover  now  the  full  cost? — No,  it  really 
does  not.  I am  not  saying  the  landlord  does  not 
deserve  every  bit  he  gets  out  of  it,  because  I am  too 
well  experienced  in  it. 

15.024.  But  you  are  saying  that  there  is  an  addi- 
tional cost  beyond  what  the  landlord  can  claim  that 
he  spends? — Yes,  and  a very  large  one. 

15.025.  Are  you  familiar  with  the  custom  of  the 
country  in  various  parts  of  England? — A great  deal 
in  the  south  ; not  much  in  the  north. 

15.026.  Is  it  your  experience  that  tenant  farmers 
have  been  in  the  habit  of  spending  considerable  sums 
of  money  on  maintenance  and  repairs  of  their  per- 
manent buildings? — There  is  a very  great  difference 
in  the  men. 

15.027.  But  that  is  customary,  is  it? — No,  but  they 
get  mulcted  in  dilapidations  at  the  end  if  they  do  not 
keep  it  up. 

15.028.  Is  it  your  experience  that  surveyors  and 
valuers  make  any  considerable  charge  against  an  out- 
going tenant  for  dilapidations  ? — It  varies  enormously. 
I saw  a case  which  was  brought  against  one  of  the 
best  tenants  in  England  for  £700  odd,  and  he  got 
awarded  £70. 

15.029.  So  he  did  not  have  to  pay  much? — No,  but 
you  asked  me  whether  they  bring  claims. 

15.030.  I asked  you  whether  it  was  your  experience 
that  valuers  allowed  large  claims  for  dilapidations 
against  outgoing  tenants,  and  that  answer  would  in- 
dicate that  they  do  not? — No,  not  where  there  is  a 
good  tenant.  Where  there  is  a bad  tenant  they  very 
often  get  large  allowances. 

15.031.  It  has  not  been  my  experience.  I should 
rather  like  to  have  some  instances  of  that,  if  you  could 
submit  them.  I think  it  would  be  very  valuable  to  us 
if  you  could  let  us  have  some  evidence  of  actual  cases 
within  your  knowledge,  where  large  dilapidations  had 
been  allowed  against  an  outgoing  tenant  for  per- 
manent buildings.  This  is  entirely  a matter  of  per- 
manent buildings? — Yes. 

15.032.  Mr.  Kerly : Anything,  for  instance,  like  the 
dilapidations  which  are  allowed  against  tho  executors 
of  a deceased  incumbent.  Have  you  ever  known  an 
outgoing  tenant  farmer  have  to  pay  on  the  same  scale 
as  an  outgoing  incumbent  has  to  pay? — No,  I do  not 
think  so.  I must  confess  that.  The  outgoing  incum- 
bent is  supposed  to  keep  it  up  without  any  waste  from 
effluxion  of  time. 

15.033.  Perhaps  it  not  strictly  relevant? — I think 
I understood  you  to  mean  the  Clergy? 

15.034.  Yes? — That  is  the  ecclesiastical  law,  as  far 
as  I recollect.  They  have  to  maintain  the  thing  in 
the  state  in  which  it  should 


15.035.  I was  rather  thinking  myself  that  it  is 
because  the  same  man  has  time  after  time  to  value 
between  A,  who  is  just  going  out,  and  B,  who  is  just 
coming  in,  and  presently  he  will  have  to  value  between 
B,  who  is  going  out,  and  C,  who  is  coming  in,  and 
that  tends  to  keep  a certain  level  ? 

15.036.  Mr.  Pretyman : I think  it  is  generally  recog- 
nized that  the  liability  for  the  maintenance  and  re- 
pair of  permanent  buildings  is  a liability  on  the  land- 
lord?— Yes,  it  has  become  more  so  than  it  was. 

15.037.  In  some  districts  in  England  the  tenants  do 
paint,  for  instance,  and  maintain  gates? — I doubt 
whether  paint  is  a repair. 

15.038.  It  is  maintenance? — It  is  maintenance,  not 
a repair. 

15.039.  The  same  thing  exactly  applies;  the  allow- 
ance covers  maintenance  as  well  as  repairs? — Yes. 

15.040.  If  the  landlord  repairs  a building  and  part 
of  the  completion  of  the  work  involves  painting,  that 
painting  is  allowed  for,  just  the  same  as  the 
carpentering  or  the  masonry  ? — There  is  no  doubt  that 
the  position  of  the  landlord  has  become  more  onerous 
as  years  have  gone  on,  because  the  tenants  will  not 
undertake  roofs  and  walls,  and  that  sort  of  thing, 
and  it  is  quite  right,  I suppose,  that  they  should  not; 
they  used  to. 

15.041.  This  allowance  that  you  are  asking  for  only 
applies  to  Schedule  B? — Yes. 

15.042.  So  we  come  back  to  the  same  point,  that 
unless  he  makes  a profit  he  need  not  pay  on  it? — He 
does  not  pay  it  on  Schedule  D,  because  it  comes  in 
as  a deduction. 

15.043.  If  by  his  expenditure  on  assisting  in  the 
maintenance  and  repair  of  the  building  he  occupies 
his  profit  for  the  year  is  reduced  below  the  arbitrary 
Schedule  B figure,  he  will  not  pay  on  any  more  than 
his  actual  profit? — Quite  so,  but  I think  it  should 
be  clear  that  the  value  of  the  house  is  not  brought 
in  under  Schedule  D. 

15.044.  T)r.  Stamp  : This  particular  disability  of  the 
tenant  farmer  is  quite  a recent  one,  is  it  not;  it 
existed  to  hardly  any  extent  before  the  war? — Of 
course,  now  the  tax  is  so  tremendously  heavy  it  is 
felt  more  heavily;  the  principle  was  always  there. 

15.045.  Was  there  any  real  difference  between  the 
two  before  the  war?  Just  take  this  case,  and  tell  me 
how  it  works  out.  A farmer  assessed  on  a farm  at 
£63  before  the  war,  when  the  rate  was  9d.,  would  have 
paid  under  Schedule  B on  one-third  of  that — 
twenty-one  ninepences  ? — Yes. 

15.046.  The  very  fact  that  he  was  assessed  under 
Schedule  B to  include  the  farmhouse  made  him 
entitled  to  have  the  value  of  the  house  assessed  at  a 
lower  rate  for  House  Duty,  did  it  not? — Yes,  I sup- 
pose it  would  have. 

15.047.  It  would  be  assessed  on  £63  at  6d.,  instead 
of  at  9d.  ? — I believe  so.  I could  not  say  without 
the  schedule  prices  in  front  of  me,  but  I suppose  that 
is  so. 

15.048.  So  he  would  have  been  saved  63  threepences, 
or  21  ninepences,  the  same  amount  as  he  was  assessed 
under  Schedule  B.  It  is  a grievance  brought  about 
entirely  by  the  rise  in  rates  since  the  war? — The  rise 
in  the  Income  Tax  rate,  yes;  but  the  grievance  was 
there  in  principle. 

15.049.  In  that  particular  instance  it  balances  out. 
He  got  an  advantage  out  of  House  Duty  which  made 
up,  at  any  rate  on  those  figures,  the  disadvantage 
under  Schedule  B ? — I have  not  gone  closely  into  it ; 
I suppose  you  have. 

15.050.  It  is  a rule,  is  it  not,  that  wherever  a house 
is  included  in  Schedule  B it  ranks  as  a farmhouse 
for  House  Duty,  and  is  charged  at  the  lower  rate? 
— Yes,  that  is  so. 

15.051.  I take  it  that  the  case  you  put  as  between 
Table  1 and  Table  2,  you  would  really  base  on  this 
ground.  You  have  been  asked  a question  as  to  the 
accuracy  of  the  rate  of  tax  in  the  second  table. 
What  you  would  say  is  that  if  you,  as  ap  ipdividual 
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with,  a fixed  amount  of  capital,  desire  to  go  into 
farming  you  have  the  choice  of  putting  all  your 
capital  into  a tenant  farm,  or  of  buying  your  farm 
mortgaged  to  the  hilt  P — Yes. 

15.052.  And  as  between  two  men  with  the  same 
capital  the  one  has  a great  advantage  over  the  other  F 
—Yes,  that  is  so. 

15.053.  You  are  comparing  two  men  with  the  same 
capital? — Yes,  I am. 

15.054.  In  the  one  case  where  the  man  puts  the 
whole  of  his  capital  into  the  tenancy  of  the  farm, 
and  the  other  where  he  also  puts  the  whole  of  his 
capital  into  the  tenancy  of  the  farm,  and  has  only 
a nominal  ownership? — Yes. 

15.055.  Is  that  a common  case? — I am  afraid  it  is 
getting  very  common  now — too  common. 

15.056.  Taking  farms  mortgaged  to  the  hilt? — Yes. 
One  of  the  greatest  misfortunes  to  this  country,  in 
my  opinion,  is  the  dismemberment  of  the  fine  estates 
of  the  good  landlords;  the  tenants,  to  save  their 
homes,  go  and  put  themselves  into  a position  which, 
as  my  father  taught  me,  where  a man  has  got  a 
family,  is  a most  dangerous  position  to  get  into. 

15.057.  Mr.  Kerly:  Let  me  see  if  I understand. 
Dr.  Stamp  has  put  your  grievance  one  way,  but  is 
not  there  another  aspect  of  it?  A farmer,  instead 
of  being  taxed  as  either  trader  or  manufacturer  on 
his  actual  profits,  ‘is  charged  on  an  assumed  profit, 
which  is  taken  to  be  double  his  rent;  that  is  assumed 
unless  he  chooses  to  produce  acoouhts  and  show  what 
he  has  actually  made;  he  is  charged  on  double  his 
rent  instead  of  his  actual  profits.  Is  that  on  the 
assumption  that  that  will  be  in  the  normal  case  a 
rough  and  ready  estimate  of  his  actual  profits? — 
Yes,  I quite  agree  with  dt,  as  regards  the  'profits 
arising  from  the  land,  not  from  the  house. 

15.058.  That  is  how  we  start  charging  the  farmer. 
Then  you  say  if  the  farm  includes  a house,  that 
house  has  no  relation  to  his  profits,  and  it  ought  to 
be  excluded  ?—  Quite  so. 

15.059.  And  therefore  you  ought  to  take  his  rent, 
excluding  so  much  of  the  rent  as  is  paid  for  the 
house? — Quite  so. 

15.060.  And,  further,  you  say  you  can  get  at  that 
result  if  the  farmer  chooses  to  take  a farm  without 
the  farmhouse,  and  house  himself  on  a separate  hold- 
ing?— Yes. 

15.061.  And  if  he  does  that,  the  result  which  seems 
to  be  logical  will  be  actually  arrived  at? — Yes. 
Further  than  that,  if  a tenant  farmer  takes  a farm 
with  a house  on  it  in  one  inclusive  rent  and  lets  that 
house  to  a third  party,  he  dee?  not  pay  on  that  house 
Schedule  B. 


15.062.  That  is  a way  of  arriving  at  the  result  that 
I suggested? — Yes. 

15.063.  Is  there  anything  further  you  want  to  say? 
— I want  particularly  that  question  of  sporting  right 
to  be  clearly  understood,  because  no  one  except  the 
tenant  farmer  pays  under  Schedule  B for  sporting 
right — not  a single  individual  in  this  land. 

15.064.  May  I ask  you  a question  upon  that?  You 
will  have  to  distinguish,  will  you  not,  between  the 
value  of  sporting  rights  to  the  occupier  and  the  value 
of  sporting  rights  if  separately  let? — I think  you 
will  find  I have  made  a note  in  my  evidence-in-chief 
that  that  could  be  ascertained  very  easily  by  the  local 
Assessment  Committee. 

15.065.  We  should  all  be  agreed  that  there  is  a 
difference.  Take  the  illustration  you  give  of  sporting 
rights  over  a farm  which  might  be  let  separately 
for  £60?— Yea. 

15.066.  A farmer  probably  would  not  be  charged 
more  than  £20  in  respect  of  those? — I think  so;  he 
would  be  charged  what  they  considered  they  would 
reasonably  let  at. 

15.067.  What  they  would  let  separately  at?  I do 
not  know,  but  I am  told  under  the  practice  it  is  not 
so? — I am  on  an  Assessment  Committee,  and  we 
always  rule  that  everything  should  be  put  on  the 
basis  of  what  it  would  reasonably  let  at  from  year 
to  year. 

15.068.  Separately? — Whatever  it  would  fetch.  The 
value  of  a sporting  right  to  a tenant  farmer  is  far 
more  than  some  people  imagine.  I will  give  you  an 
illustration  in  my  own  case,  if  I may.  I am  occupy- 
ing owner.  I can  let  my  shooting,  and  have  let  it, 
at  various  sums  from  £100  to  £150  a year.  It  does 
not  pay  me  to  Jet  it  to-day. 

15.069.  Is  that  because  of  the  inconvenience  of 
having  strangers  walking  over  your  farm? — Yes,  and 
keepers  about  hindering  my  men  and  horses;  I lose 
more  than  I get  when  I pay  the  extra  Income  Tax. 
That  is  from  a man  who  weighs  up  everything  on 
his  farm  to  the  last  penny  piece. 

15.070.  Mr.  Marks : May  I ask  what  you  consider 
the  sporting  rights  of  your  land  are  worth  to  you 
yourself? — Nothing  whatever.  I hope  you  perfectly 
understand  I am  absolutely  disinterested  in  this 
matter.  Whatever  comes,  I do  not  gain  a penny 
piece;  it  is  only  as  a lover  of  justice  that  I come 
here. 

15.071.  You  come  here  purely  from  patriotic 
motives? — I like  level  pegging. 

15.072.  Mr.  Kerly : Thank  you,  Mr.  Eames,  we  are 
much  obliged  to  you. 
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TWENTY-THIRD  DAY, 

Wednesday,  Sth  October,  1919. 


Present  : 

LORD  COLWYN  (in  the  Chair). 


Sir  T.  P.  WHITTAKER. 
Mr.  BRACE. 

Mr.  PRETYMAN. 

Sir  E.  E.  NOTT-BOWER. 
Sir  W.  TROWER. 

Mr.  HOLLAND-MARTIN. 
Mr.  ARMITAGE-SMITH. 
Mr.  BIRLEY. 

Mr.  WALKER  CLARK. 


Mr.  KERLY. 

Mrs.  KNOWLES. 

Mr.  McLINTOCK. 

Mr.  MANYILLE.  . 

Mr.  GEOFFREY  MARKS 
Mr.  MAY. 

Professor  PIGOU. 

Dr.  STAMP. 


Mr.  E.  R.  Harrison,  an  Assistant  Secretary  to  tl 

The  witness  handed  in  the  following  statements 
as  his  evidence-in-chief  : — 

No.  I— POINTS  ARISING  IN  CONNECTION 
WITH  TAXATION  AT  THE  SOURCE. 

Bate  of  taxation  at  the  source. 

15  073  (1)  In  the  course  of  his  examination  by  Mr. 
Kerly  on  the  18th  June,  1919,  Mr.  Hopkins  was 
desired  to  put  in  a memorandum  stating  the  view 
of  the  Department  on  a suggestion  for  reducing  the 
rate  at  which  Income  Tax  is  deducted  at  the  source 
(see  Question  4441).  The  following  statement  con- 
tains the  conclusions  to  which  the  Board  of  Inland 
Revenue  have  come  when  from  time  to  time  this 
question  has  been  under  their  consideration. 

15.074.  (2)  By  way  of  illustration,  it  is  assumed  in 

the  following  paragraphs  that  the  standard  rate  of 
Income  Tax  (at  which  rate  tax  is  now  deducted  at 
the  source)  is  reduced  from  6s.  in  the  £ to  3s.  9d. 
in  the  £,  the  rate  chargeable  on  unearned  income 
where  the  total  income  of  the  taxpayer  exceeds  £500 
but  does  not  exceed  £1,000.  The  statement  which 
follows  would,  however,  apply  without  large  modi- 
fications if  the  rate  were  reduced  to  any  other  similar 
amount.  . . 

15.075.  (3)  The  suggestion  under  discussion  would 
presumably  be  designed  to  effect  four  principal 
objects — 

(a)  to  reduce  the  number  of  repayment  claims 

and  the  amounts  involved  therein ; 

(b)  to  reduce  departmental  work  in  calculating 

the  relief  to  be  allowed  from  a direct 
assessment  in  cases  where  part  of  the  in- 
come of  an  individual  has  been  taxed  at 
the  source  by  deduction  at  a rate  higher 
than  that  to  which  the  taxpayer  is  liable ; 

(c)  to  simplify  the  practical  problems  arising  in 

the  graduation  of  the  tax ; and  generally 

(d)  to  save  cost  and  trouble  both  to  taxpayers 

and  to  the  taxing  authority. 

It  is  proposed,  in  the  first  instance,  to  examine  these 
aspects  of  the  matter. 

Effect  on  repayment  claims  of  reduction  of  standard 
rate  to  3 s.  9 d. 

15.076.  (4)  The  proposal  would  not,  in  fact,  largely 
reduce  the  number  of  repayment  claims.  The  total 
number  of  persons  (chiefly,  but  not  entirely,  indi- 
viduals) making  such  claims  in  a year  is  estimated 
at  940,000.  Of  these,  540,000  are  preferred  by  in- 
dividuals entitled  to  a total  exemption  by  reason  of 
their  incomes  not  exceeding  £130.  A further  50,000 
are  exemption  claims  by  charities  and  Friendly 
Societies,  and  other  claims  preferred  on  grounds 
which  have  no  reference  to  the  rate  of  tax  deducted. 
If  tax  were  deducted  at  the  source,  at  the  rate  of 
3s.  9 d.  instead  of  at  6s.,  none  of  these  590,000  claims 
of  repayment  would  be  avoided,  though  the  amount 
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of  tax  repayable  would  be  very  considerably  reduced. 
Of  the  remaining  350,000  claims,  only  a portion  have 
exclusive  reference  to  the  rate  of  tax  deducted ; a 
large  proportion  have  reference  to  the  allowance  of 
the  statutory  abatements,  admissible  where  the  income 
does  not  exceed  £700,  and  the  allowances  for  wife, 
children,  Life  Insurance  premiums,  sundry  over- 
charges, &c.,  and  such  claims  would  not  as  a whole  be 
avoided  (though,  again,  the  amount  repayable  would 
be  less)  by  reducing  the  rate  of  tax  deducted  at  the 
source. 

15.077.  (5)  The  explanation  of  the  relatively  small 
number  of  repayment  claims  that  have  exclusive 
reference  to  the  rate  of  tax  deducted  is,  of  course, 
that  wherever  possible  the  excess  tax  deducted  is 
allowed  as  a set-off  against  direct  payments  of  tax 
falling  to  be  made  by  the  individuals  concerned.  Of 
repayment  claims  that  have  exclusive  reference  to  the 
rate  of  tax  deducted,  a considerable  percentage  are 
concerned  with  incomes  between  £130  and  £500.  On 
these  tax  is  payable  at  the  rate  of  3s.  in  the  £ ; that 
is,  9d.  less  than  3s.  9d.,  the  rate  applicable  to  unearned 
income  where  the  total  income  exceeds  £500  but  does 
not  exceed  £1,000.  These  repayment  claims  would 
not  be  avoided  unless  it  were  proposed  to  institute 
the  same  rate  of  tax  for  all  unearned  incomes  where 
the  total  income  does  not  exceed  £1,000.  If  this 
proposal  were  adopted,  and  the  rate  applicable  to 
such  incomes  were  3s.  9d.,  the  course  taken  would, 
in  the  Board’s  opinion,  find  no  favour;  indeed,  there 
is  evidence  that  there  exists  in  certain  quarters  a 
demand  not  for  increasing,  but  for  reducing  the 
unearned  rate  upon  incomes  below  £500,  so  as  to 
bring  it  nearer,  or  make  it  equal,  to  the  earned  rate. 
On  the  other  hand,  the  adoption  of  so  low  a rate  of 
deduction  at  the  source  as  3s.  (though  it  would 
materially  reduce  the  number  of  repayment  claims) 
would  bring  in  its  train  such  difficulties  (including 
the  assessment  to  Super-tax  of  all  persons — ov«r 
400,000  in  number— with  incomes  lying  between  £500 
and  £2,500)  that  it  could  scarcely  be  seriously  enter- 

15.078.  (6)  For  the  reasons  above  indicated,  it  is 
likely  that  the  number  of  repayment  claims  would 
be  reduced  by  only  about  20  per  cent,  if  the  rate  of 
deduction  were  reduced  from  6s.  to  3s.  9d.  The 
amounts  repayable  would,  of  course,  be  substantially 
reduced  in  all  cases. 

15.079.  (7)  Serious  hardship  can  hardly  be  said  to 
be  caused  to  taxpayers  by  deduction  of  tax  at  the 
source,  save  in  . cases  in  which  the  aggregate  deduc- 
tion exceeds  the  taxpayer’s  aggregate  liability  to  In- 
come Tax.  In  these  last-mentioned  cases  (the  number 
of  which  is  reduced  by  the  practice  of  charging  in- 
come from  property  by  deduction  under  Schedule  A 
at  the  rate  appropriate  to  the  income  of  the  owner, 
instead  of  at  the  standard  rate  in  every  case)  the 
hardship  felt  is  not  merely  (and  probably  not  mainly) 
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the  amount  of  the  excess  of  tax  deducted,  but  also 
the  degree  of  delay  and  difficulty  experienced  in 
securing  the  proper  refund.  It  is  clear  that  the 
scheme  now  under  consideration  could  not  relieve  the 
persons  whose  repayment  claims  it  avoided  from 
making  statements  of  total  income,  and  that  the 
whole  matter  turns  mainly  on  the  undesirability  of 
keeping  claimants  for  a long  time  out  of  their  money. 
With  a view  to  diminishing  this  hardship,  as  has  al- 
ready been  stated  to  the  Royal  Commission,  the  Board 
of  Inland  Revenue  have  for  some  time  had  plans  in 
preparation,  and  only  await  release  from  the  pressure 
of  war  conditions  upon  their  staff  to  put  them  into 
operation,  with  a view  to  ensuring  that  all  taxpayers 
may  obtain  repayment  expeditiously — and  at  frequent 
intervals  if  they  so  desire — on  the  minimum  evidence 
necessary  for  security.  The  Board  hope  to  bring 
these  plans  into  operation  in  from  12  to  18  months 
from  the  present  time. 

Reduction  of  departmental  work. 

15.080.  (8)  It  may  fairly  be  claimed  for  the  pro- 
posal under  consideration  that  it  would  reduce  de- 
partmental work  in  calculating  relief  allowable  from 
direct  assessments  in  respect  of  tax  deducted  at  the 
source  at  too  high  a rate.  This  reduction  is  referred 
to  in  paragraph  10  below. 

Easier  graduation. 

15.081.  (9)  It  may  be  suggested,  thirdly,  that  a 
lowering  of  the  rate  at  which  tax  is  deducted  at  the 
source  would  mitigate  the  difficulties  of  graduating 
the  tax  smoothly.  In  paragraph  59  ct  seq.  of  his  evi- 
dence-in-chief  on  graduation  (Questions  4024  et  seq.), 
Mr.  Hopkins  indicated  various  methods  by  which 
imperfections  in  the  existing  graduation  could  be 
dealt  with,  without  the  dangers  and  difficulties  in- 
herent in  the  introduction  of  the  machinery  of  a 
Super-tax  in  the  case  of  incomes  over  £1,000.  For 
the  rest,  the  difficulties  which  attend  this  matter  are 
not  intrinsically  connected  with  the  particular  rate 
at  which  tax  is  deducted  at  the  source.  The  diffi- 
culties are  rather  those  indicated  in  Mr.  Hopkins’ 
evidence  at  Question  4017,  and  would  not  be  materi- 
ally lessened  by  an  alteration  in  that  rate. 

Convenience  to  taxpayers  and  officials. 

15.082.  (10)  Fourthly,  it  may  be  suggested  that 
the  lowering  of  the  rate  of  deduction  of  tax  to  3s.  9d. 
in  the  £ would,  in  general,  be  a convenience  to  tax- 
payers and  to  the  administration.  It  would,  in  a 
very  considerable  proportion  of  cases,  avoid  the 
necessity  of  adjusting  the  amount  of  tax  charged 
under  a direct  assessment  so  as  to  effect  a set-off  of 
tax  deducted  at  the  source  at  an  excessive  rate.  In 
this  way,  from  the  departmental  aspect,  it  would 
effect  a very  considerable  clearance  of  labour  involved 
in  the  checking  of  claims  for  relief  made  by  reference 
to  the  total  income  of  a taxpayer  from  all  sources. 
But,  on  the  other  hand,  the  lowering  of  the 
standard  rate  of  3s.  9d.  involves  carrying  down  the 
Super-tax  to  £1,000  and  bringing  165,000  more  tax- 
payers within  the  scope  of  that  special  machinery. 
This  course  would  add  greatly  both  to  the  labour  and 
to  the  cost  of  administration. 

15.083.  (11)  In  the  Board’s  opinion,  the  additional 
work  would  definitely  outweigh  the  saving  first  men- 
tioned as  regards  the  checking  of  total  income  claims. 
At  the  same  time,  the  proposed  system  would,  in  their 
opinion  be,  on  the  whole,  less  convenient  to  taxpayers 
than  the  existing  system.  It  will  be  recalled  that 
there  are  large  numbers  of  incomes  which  only  slightly 
exceed  £1,000  and  which  would  therefore  be  liable  to 
a very  small  Super-tax.  The  levy  of  a small  addi- 
tional duty  on  a large  body  of  taxpayers  would  be 
likely,  it  is  suggested,  to  create  a sense  of  discontent. 
It  will  be  recalled,  also,  that  where  Income  Tax  is 
deductible  at  the  source  from  rents  of  landed  pro- 
perty or  house  property  nr  from  remuneration  assess- 
able to  Income  Tax  under  Schedule  E,  the  deduction 
is  made,  not  at  6s.  in  the  £.  but  at  the  rate  to  which 
the  individual  taxpayer  is  liable.  Reduction  of  the 
standard  rate  to  3s.  9d.  would  be  an  inconvenience  to 
taxpayers  with  incomes  between  £1,000  and  £2,500 
derived  wholly  or  mainly  from  such  source — in- 
volving, as  it  would,  a levy  of  a separate  direct  tax 


upon  them,  whereas  they  are  now  charged  (by  deduc- 
tion) at  the  correct  amount. 

15.084.  (12)  It  is  also  the  case  that  of  the  165,000 
taxpayers  whose  incomes  are  between  £1,000  and 
£2,500,  large  numbers  derive  a considerable  part  of 
their  incomes  from  earned  sources.  In  these  cases 
any  over-deduction  of  tax  from  unearned  income  is 
at  present  set  off  against  the  tax  directly  payable 
on  earned  income.  This  arrangement  is  convenient 
to  the  taxpayer,  only  one  direct  assessment  being  made 
on  each  item  of  income.  To  renounce  this  arrange- 
ment in  favour  of  one  that  entailed  in  all  these  cases 
a further  direct  assessment  on  a part,  or  the  whole,  of 
the  income  at  an  additional  rate  of  tax  would,  in  the 
opinion  of  the  Board,  be  troublesome  both  to  the 
public  and  to  officials. 

Ulterior  consequences  of  reduction  of  standard  rate. 

15.085.  (13)  The  Board  submit  the  foregoing  obser- 
vations on  the  apparent  advantages  which  may  be 
claimed  for  the  suggestion.  It  is,  however,  to  its 
ulterior  consequences  that  they  wish  to  invite  especial 
attention. 

15.086.  (14)  It  will  be  recalled  that  at  the  present 
time  some  £225,000,000  of  income  chargeable  to  In- 
come Tax  is  not  distributed  to  individuals  in  this 
country : it  consists  mainly  of  income  of  corporations 
(e.g.,  the  sums  placed  to  reserve  by  companies)  and 
to  a smaller  extent,  of  income  distributed  to  persons 
(either  individuals  or  corporations)  resident  abroad 
This  income  is  now  automatically  taxed  at  the 
standard  rate  at  which  tax  is  deducted  at  the  source, 
viz.,  6s.  in  the  £.  The  yield  at  6s.*  is  £66,000,000: 
the  yield  at  3s.  9d.*  would  be  £42,000,000.  The  loss  of 
duty  involved  iB  thus  roughly  £24,000,000  per  annum. 

15.087.  (15)  So  far  as  the  Board  are  aware,  there  is 
no  ground  on  which  this  surrender  of  £24,000,000  of 
revenue  could  be  justified  and  certainly  no  advantage 
to  be  derived  from  the  suggestion  under  present  con- 
sideration that  would  justify  it.  As  regards  that  part 
of  the  income  in  question  which  is  distributed  to  resi- 
dents abroad,  a part,  but  probably  not  a large  part, 
of  the  loss  could  be  recouped  by  a special  absentee  tax 
of  2s.  3d.  in  the  £,  but  the  character  and  object  of 
such  a tax  would,  as  it  appears  to  the  Board,,  be  liable 
to  be  misunderstood.  It  might  be  interpreted  as  a 
special  discrimination  against  all  non-resident  in- 
vestors drawing  income  from  this  country,  and,  con- 
sequently, it  might  operate  to  discourage  the  invest- 
ment of  capital  in  this  country  by  persons  resident 
abroad.  Any  misunderstanding  as  to  the  nature  of 
the  tax  such  as  that  suggested  might  also  result  in 
attempts  to  evade  it,  e.g.,  by  the  registration  of  shares, 
&c.,  in  the  names  of  resident  nominees.  So  far  as 
concerns  that  part  of  the  income  which  is  income  of 
corporations,  <fec.,  resident  in  this  country  (and  this 
constitutes  the  main  part),  the  loss  could  be  made 
good  by  the  imposition  on  that  income  of  “ Super- 
tax ” of  2s.  3d.  in  the  £.  The  levying  of  this  tax 
would,  of  course,  involve  labour  and  expense.  Its 
imposition  would  be  likely  to  give  rise  to  misappre- 
hensions and  misgivings — and  therefore  to  appeals  for 
relief — which,  as  it  appears  to  the  Board,  it  would  bo 
very  desirable  to  avoid. 

15.088.  (16f)  In  the  notes  which  accompany  the 
Table  of  distribution  of  incomes  (Table  I of  the 
Statistical  Tables  furnished  to  the  Royal  Commission 
in  June,  1919,  see  Appendix  No.  11,  par.  9)  it  is  stated 
that  the  figures  reveal  a leakage  of  Super-tax.  There 
is  no  doubt  as  to  its  main  cause.  It  is  clearly  attri 
butable  to  the  weaknesses  of  a system  of  direct  assess- 
ment as  compared  with  taxation  at  the  source.  Its 
extent,  which  the  best  information  at  the  command 
of  the  Board  suggests  is  considerable,  has  for  some 
time  been  a source  of  anxiety.  In  normal  circum- 
stances a fuller  system  of  checks  would  have  been 
applied,  but  the  extreme  pressure  which  war  condi 
tions  have  entailed  for  the  Board’s  staff  has  up  to  the 


* Subject  to  allowance  for  certain  reliefs, 
f This  and  the  four  following  paragraphs  relate  to  leakage  of 
Super-tax  upon  income  which  is  assessed  to  Income  Tax.  In  ad- 
dition no  doubt  there  are  taxpayers  in  all  classes  whb  avoid 
payment  of  Income  Tax  on  a part  or  the  whole  of  their  income 
when  the  tax  is  not  collected  at.  the  source.  This  question  is  not 
developed  here  as  it  iB  immaterial  to  the  argument. 
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present  time  frustrated  this  intention.  It  is,  there- 
fore, not  practicable  to  estimate  how  far  the  present 
leakage  can  be  stopped  by  such  means. 

15  089.  (17)  Leakage  is  inherent  in  any  system  or 
direct  assessment  as  opposed  to  a system  of  collection 
at  the  source.  Leakage  of  Super-tax  occurs  mainly 
in  connection  with  income  from  which  Income  Tax  is 
collected  by  deduction  at  the  source.  The  causes  of 
this  leakage  are  twofold— either  wilfully  wrong  re- 
turns and  wilful  failure  to  give  notice  of  liability,  or 
o-enuine  error,  ignorance,  carelessness  and  a natural 
inclination  of  the  individual  to  give  himself  the 
benefit  of  any  doubt.  It  is  possible,  also,  that  leakage 
results  not  merely  from  the  opportunity  offered  by 
self-assessment,  but  from  a feeling,  comprehensible 
even  if  illogical,  that  when  income  has  already  been 
taxed  it  is  justifiable  to  avoid  its  being  taxed  a second 
time.  The  present  Super-tax  commences  from  6s.  m 
the  £.  If  if  commenced  from  3s.  9d.,  not  only  would 
the  leakage  be  increased  by  the  addition  of  2s.  3d.  in 
the  £ to  the  average  rate  of  tax  lost  on  the  income 
undisclosed,  but  the  greater  rate  of  tax  to  be  avoided 
by  omission  of  income  would  form  a stronger  incen- 
tive to  deliberate  concealment. 

15  090.  (18)  Moreover,  in  addition  to  a greatly  in- 
creased leakage  affecting  nearly  60,000  incomes  ex- 
ceeding £2,500,  the  area  of  leakage  would  be  extended 
to  a further  165,000  incomes  between  £1,000  and 
£2,500.  The  power  to  evade  would  be  reduced  by  the 
larger  proportion  of  earned  income  in  that  range,  and 
the  incentive  to  evade  might -appear  to  be  less  m o 
far  as  the  rate  in  the  £ at  which  Super-tax  would 
be  leviable  would  be  less ; but  there  is  a set-off  against 
the  latter  point  in  that  the  burden  of  the  smaller  tax 
is  felt  by  the  smaller  income  as  heavily  as  the  burden 
of  the  greater  tax  by  the  greater  income.  The  task 
of  checking  leakage,  which  has  certainly  not  yet  been 
adequately  accomplished  in  the  present  Super-tax 
area,  would  be  very  greatly  increased  in  difficulty  by 
extending  the  area  to  include  incomes  far  greater  in 
number  and,  on  the  whole,  less  distinctive  in 
character.  , , , 

15.091.  (19)  It  will  be  recalled,  also,  that  duty  is  now 
lost  by  the  adoption  by  taxpayers  of  devices  not  con- 
trary ‘to  law  for  excluding  income  from  the  scope  of 
legal  liability  to  Super-tax.  Except  so  far  as  it  may 
be  found  possible  to  strengthen  the  law  in  order  to 
minimise  this  leakage,  the  suggestion  now  under  con- 
sideration may  in  some  connections  involve  increased 
leakage  from ‘this  source  in  the  same  manner  as  it 
would  involve  increased  leakage  from  evasion  which  is 

15.092.  (20)  The  exceedingly  difficult  questions  as 
regards  income  accruing  to  residents  abroad  and  non- 
personal  income  generally,  which  are  involved  in  the 
suggestion  to  reduce  the  standard  rate  to  any  such 
figure  as  3s.  9d..  the  serious  leakage  of  duty  which,  in 
the  Board’s  judgment,  it  inevitably  involves,  and  the 
inconveniences  attaching  to  a greatly  extended  buper- 
tax,  appear  to  the  Board  altogether  to  outweigh  the 
very  limited  advantages  which,  so  far  as  they  can 
judge,  attach  to  the  suggestion. 

Buies  for  the  deduction  of  Income  Tax  when  the 
rate  of  tax  is  altered. 

15  093.  (21)  The  collection  of  Income  Tax  by  deduc- 
tion ’ at  or  near  the  source  involves  the  taxation  of 
income  where  it  is  traceable  without  primary  refer- 
ence to  the  ultimate  destination  of  the  income ; thus 
for  example,  business  profits  are  taxed  in  the  hands 
of  the  trader  without  deduction  for  amoiints  paid 
away  in  interest  on  borrowed  capital  or  dividends  on 
shareholdings.  Persons  paying  interest  or  dividends 
out  of  taxed  profits  are  allowed  to  deduct  the  appro- 
priate amount  of  tax  on  payment,  and  in  this  way 
the  aggregate  amount  of  tax  charged  in  lespec  o 
particular  source  of  income  ds  passed  on  to  the  persons 
who  ultimately  enjoy  their  income.  _ 

15  094.  (22)  Interest,  dividends  and  other  income 
may,’  however,  be  paid  out  of  funds  which  have  not 
borne  Income  Tax.  Examples  of  income  of  thm  class 
are  interest  on  Government  and  municipal  securities 
and  dividends  paid  in  this  country  on  shares  in 
foreign  and  Dominion  companies.  . The  P1*™  °* 
such  companies,  so  far  as  they  arise  from  Wing 
abroad,  are  not  subject  ^ 

Tax  unless  the  company  is  directed  and  managed 


from  this  country.  In  such  cases  (with  the  exception 
of  interest  on  some  recent  War  Loans)  the  tax  is 
similarly  collected  at  the  source,  the  law  requiring 
the  agent  making  the  payments  to  deduct  the  appro- 
priate amount  of  Income  Tax  and  to  pay  over  to  the 
Revenue  the  amount  so  deducted. 

16,095.  (23)  So  long  as  the  rate  of  Income  lax 
remains,  constant,  no  question  arises  as  to  the  rate 
at  which  deduction  should  be  made.  But  whenever 
the  rate  of  tax  is  altered,  different  views  may  be 
taken  as  to  the  rate  of  tax  that  ought  to  be  deducted 
from  payments  which  cover  a period  of  time  ex- 
tending on  both  sides  of  the  date  (6th  April)  at  which 
the  change  of  rate  takes  effect.  For  instance,  it 
the  rate  of  tax  for  the  year  2 is  6s.  in  the  £ and 
the  rate  for  year  3 is  reduced  to  4s.  in  the  £,  the 
question  will  arise  whether  the  rate  to  be  deducted 
from  a payment  made  during  the  year  3 which  relates 
to  a period  of  time  running  back,  in  whole  or  m 
part,  into  the  year  2 should  be  6s.,  4s.,  or  a figure 
lying  between  these  amounts  which  represents  the 
mean  rate  applicable  to  the  period  covered  by  the 
payment.  The  legal  rate  of  deduction  is  at  present 
governed  by  two  separate  rules  which  are  respectively 
applicable  to  distinct  classes  of  payments.  lliese 
rules,  and  the  cases  to  which  they  apply,  may  be 
summarised  as  follows:  — 

(i)  payments  made  out  of  taxed  income.  In- 

come Tax  is  deductible  at  the  rate,  or  an 
average  of  the  several  rates,  in  force 
during  the  period  of  accrual  of  the  pay- 
ment (the  “ accruing  rate  ”). 

(ii)  payments  not  made  out  of  taxed  income.— 

Income  Tax  is  deductible  at  the  rate  in 
force  at  the  time  of  payment  (the  “ time 
of  payment  rate”).* 


Basis  of  rules. 

15  096.  (24)  Both  rules,  of  course,  rest  upon  a 
statutory  foundation.  The  idea  underlying  the  first 
rule  is,  no  doubt,  thi^-tbat  the  rate  of  tax  deductible 
from  a payment  made  out  of  taxed  income  should 
correspond  witli  the  rate  chargeable  for  the  period 
of  accrual  of  the  income  out  of  which  the  payment 
was  made.  As  regards  payments  not  made  out  oi 
taxed  income,  this  consideration  does  not  apply.  1 he 
natural  course  would  be  to  tax  at  the  rate  in  force 
at  the  time  of  payment,  and  this  is,  m tact,  the 
present  law. 

Demand  for  uniformity. 

15  097.  (25)  The  deduction  of  Income  Tax  at 
different  rates  from  apparently  similar  payments  gives 
-rise  periodically  to  a certain  amount  of  complaint 
on  the  part  of  the  pnblic,  which  from  time  to  time 
finds  expression  .in  the  Press.  It  is,  of  °°urse, 
difficult  for  a person  who  is  not  an  expert  to  under- 
stand why,  for  instance,  two  separate  payments  of 
interest  which  he  receives  on  the  same  day  in  respect 
of  the  same  year  or  half-year  should  be  taxed  at 
different  rates.  The  position  becomes  still  more 
puzzling  to  him  when  he  finds  that  the  rate  of  tax 
deducted  from  one  of  these  payments  is  neither  the 
rate  that  was  in  force  for  the  past  year  nor  the  rate 
which  is  to  be  applicable  to  the  current  year  but 
is  in  fact,  a figure  (perhaps  worked  out  to  three 
places  of  decimals  of  a penny)  lying  somewhere 
between  these  two  rates.  In  these  circumstances  he 
not  unreasonably  asks  for  simplicity  and  uniformity, 

•The  expression  “ rate  in  force  at  the  time  of  payment’  i 
capable  of  having  two  meanings,  namely,  either  the  rate  in  fore 
when  a payment  would  be  made,  if  made  when  it  due  or  th 
rate  force  when  the  payment  is  actually  made  in  each  particu 
Ur  else  There  is  little  to  be  said  for  the  adoption  of  the  latter 
ilternre'tation  as  it  would  leave  the  rate  of  tax  to  be  determined 
largely  by  accident,  and  might  result  in  the  deduction  of  tax  at 
differentiates  from  payments  in  aspect 

c,„  wi,irh  owin",  say,  to  shortage  of  clerical  stan,  it  might  do 
^practicable  to  post  to  the  recipients  on  precisely  the  same  day. 
Tn  these  circumstances  the  words  “time  of  payment  aie 
normally  understood  to  mean  the  time  when  the  payment  becomes 
rW  anti  payable  in  the  sense  that  payment  can  be  actually 
, f . ■,  £ fipmand  An  exception  has  to  be  made  m the  case  of 

°btained  on ^dem  d . J A P abrQad  when  tte  acUial  date  of 

coupons  f United  Kingdom  is  taken  as  the  time  of  pay- 

payable  in  this  country. 
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that  is,  for  the  universal  adoption  of  a single  rule 
governing  the  rate  of  deduction  of  tax  from  all 
payments. 


“ Accruing  rates.” 

15,098.  (26)  This  natural  demand  for  uniformity 
makes  it  desirable  to  consider  the  respective  merits 
of  the  two  rules  which  have  been  set  out  above.  The 
first  rule,  as  already  stated,  provides  for  the  deduc- 
tion of  tax  at  the  rate,  or  average  of  the  several 
rates,  applicable  to  the  period  during  which  the 
income  accrued.  It  has  this  advantage,  that  it 
attempts,  at  any  rate  in  principle,  to  secure  a 
correspondence  between  the  amount  of  tax  paid  to 
the  Revenue  upon  a particular  source  of  income  and 
the  amount  of  tax  deducted  from  such  income  on 
■its  being  distributed.  Unfortunately,  this  corres- 
pondence is  seldom  secured,  owing  to  the  fact  that 
income  derived  from  trading  profits  is  taxable  upon 
the  basis  of  a three  years’  average,  and  consequently 
the  amount  of  the  assessments  for  any  particular 
year  may  differ  widely  from  the  profits  made  during 
that  year  out  of  which  dividends  will  be  paid  under 
deduction  of  Income  Tax.  The  principle,  therefore, 
is  not  capable  of  exact  application  in  practice.  The 
popular  objection  to  the  rule  is  that,  where  the  period 
of  time  to  which  a particular  payment  relates  extends 
into  two  Income  Tax  years  for  which  different  rates 
of  tax  are  chargeable,  the  actual  rate  of  deduc- 
tion is  a compound  of  two  rates  which  has  to  be 
calculated  separately  according  to  the  circumstances 
ol  each  case,  and  which  often  gives  a result  that 
15  unm  unintelhgible  to  the  recipient  of  the  income 
15,099.  (27)  In  considering  the  question  of  adopting 
a single  rule,  it  is  necessary  to  bear  in  mind  that 
the  first  rule  (the  “ accruing  rate  ”)  could  not  in 
practice  be  universally  applied.  Income  Tax  is 
collected  at  the  source  from  ( inter  alia)  coupons  for 
dividends,  &c  payable  abroad.  Such  coupons  may 
have  been  detached  from  bonds,  &c.,  of  foreign 
companies  trading  abroad  which  have  no  office  in 
the  United  Kingdom,  and  of  whose  constitution  and 
business  activities  little  or  nothing  is  known  to  the 
majority  of  persons  in  this  country.  The  banker  or 
other  agent  who  cashes  the  coupons  for  a customer  in 
this  country,  and  who,  as  agent  for  the  Revenue, 
is  required  to  deduct  Income  Tax  from  the  amount 
realized,  may  well  be  unaware  of  the  period  of  accrual 
of  such  dividends,  and  there  is  no  ready  means  of 
informing  him.  Moreover,  even  if  the  period  of 
accrual  were  always  ascertainable,  a rule  which  re- 
quired a person,  such  as  a branch  bank  manager  or 
a coupon  dealer,  to  work  out  and  deduct  from  foreign 
coupons  the  appropriate  proportions  of  two  rates  of 
Income  Tax  applicable  to  the  oircumstances  of  each 
particular  coupon  which  might  be  handed  to  him  for 
realization  would  be  very  troublesome  in  practice, 
and  wou  d give  rise  to  constant  mistakes.  In  cases 
ot  this  class,  therefore,  it  is  difficult  to  see  how  any 
other  rate  could  be  adopted  than  the  “ time  of  pay- 
ment rate.”  1 J 

“ Time  of  payment  rate.” 


15.100.  (28)  The  principal  advantage  ef  the  second 
rule,  viz.,  that  the  rate  deductible  is  the  rate  in  force 
at  the  time  of  payment  of  interest,  &e.,  is  its  simpli- 
city j and  there  is  little  doubt  that  this  rule  would 
generally  be  preferred  to  the  first  rule  by  the  investing 
public.  Moreover,  it  could  be  made  universally  apnlh 
cable  in  the  ease  of  interest  and  dividends'  It  is 
however  open  to  the  objection  that,  in  the  case  of 
payments  made  out  of  taxed  income,  it  does  not  even 
attempt  to  secure  an  exact  correspondence  between 
the  rate  of  tax  paid  (e.g.,  by  a trading  company) 
on  a particular  source  of  income  and  the  rate 
deductible  from  payments  for  dividends,  &e.,  made 
out  of  such  income. 

16.101.  (29)  As  far  as  companies,  &c.,  paying  in- 
terest or  dividends  out  of  taxed  profits  are  Mhcerned 
the  adoption  of  the  second  rule  might  lead  to  con- 
siderable divergences  between  the  rate  of  tax  paid 
by  a company  in  respect  of  particular  profits  and  the 
rate  deducted  by  such  company  from  dividends  paid 
out  of  such  profits,  but  over  a considerable  period 
these  differences  would  tend  to  cancel  out  With 
fi  rising  tax  the  public  would  benefit  by  the  “ accru- 


ing rate”  basis:  with  a falling  tax  the  “ time,  of 
payment  rate  ” basis  would  give  more  immediate 
effect  to  the  reduction  of  rate.  It  is,  perhaps,  not 
unreasonable  to  hope — without  prejudice  to  the 
immediate  future — that  the  general  tendency  of  the 
Income  Tax  may  be  to  fall,  rather  than  to  rise,  in 
years  to  come. 

15,102.  (30)  Whilst  the  “time  of  payment  rate” 
rule  could,  it  is  suggested,  be  applied  to  all  payments 
of  interest,  dividends,  ground  rents,  royalties,  &c.,  its 
application  would  not  be  entirely  free  from  difficulty 
in  all  circumstances,  and  there  is  one  class  of  payment 
in  respect  of  which  special  difficulty  would  be  met 
with.  This  is  the  case  of  income  arising  from  rents 
of  real  property  and  taxed  in  the  hands  of  the  tenant 
of  the  property.  The  tenant,  as  is  well  known, 
recovers  the  landlord’s  Property  Tax  by  deducting 
it  from  his  rent.  The  annual  value  of  property  is 
assessed  to  Income  Tax  (Schedule  A)  year  by  year  at 
the  rate  of  tax  in  force  for  the  year  in  question,  and 
the  tax  payable  on  this  assessment  is  collected  as  to 
one  half  in  January  (that  is,  three  months  before 
the  end  of  the  year)  and  as  to  the  other  half  in 
July  (three  months  after  its  close).  The  basis  of 
charge  is,  in  effect,  the  “accruing  rate”  basis,  and 
it  would  appear  quite  impracticable  to  require  the 
tenant  to  deduct  from  his  landlord  any  other  amount 
than  the  amount  of  tax  actually  paid  by  him  on 
behalf  of  the  latter. 


ouggesuons  for  dealing  with  the  foregoing  question. 

15.103.  (31)  If  the  Royal  Commission  should  come 
to  the  conclusion  that  a change  in  the  law  is  desirable 
then  it  is  suggested  that  the  adoption  of  the  “ time 
of  payment  rate,”  except  in  the  case  of  deductions  by 
an  occupying  tenant  from  rent,  would,  on  the  whole, 
be  attended  with  greater  advantages  than  any  other 
course.  A clause  on  the  following  general  lines*  is 
suggested : — 

(1)  any  deduction  in  respect  of  Income  Tax  to 

be  made  from  any  payment  under  the 
provisions  of  the  Income  Tax  Acts  (other 
than  deductions  to  be  made  by  an  occupy- 
ing tenant  from  rents)  shall  be  calculated 
by  reference  to  the  rate  of  Income  Tax  in 
force  at  the  time  when  the  payment  becomes 
due. 

(2)  for  the  purpose  of  any  claim  for  exemption, 

abatement,  or  relief  in  respect  of  Income 
lax,  any  income  which  is  chargeable  with 
Income  Tax  by  way  of  deduction  shall  be 
deemed  to  be  income  of  the  year  in  which 
the  income  is  receivable,  and  any  deduction 
allowable  on  account  of  any  annual  sums 
shall  be  allowed  in  respect  of  the  year  in 
which  they  are  payable,  notwithstanding 
that  the  income  or  the  annual  sums,  as 
the  case  may  be,  may  have  accrued  in 
whole  or  in  part  before  that  year. 

15.104.  (32)  The  second  paragraph  of  the  above 
clause  deals  with  a different  subject  matter  from  the 
first  paragraph,  but  is  almost  consequential  to  it,  in 
that,  in  conjunction  with  the  first  paragraph,  it 
ensures  that  the  income  of  any  year  (where  taxed  bv 
deduction)  shall  be  taxed  at  the  rate  applicable  to 
that  year  Under  the  law  as  it  stands  a dividend 
received  during  (say)  the  year  2,  but  relating  to  a 
period  which  extends  into  both  the  year  1 and  the 
year  2,  should,  for  the  purpose  of  an  Income  Tax 
return  of  total  income,  be  split  between  these  two 
years  and  allocated  in  part  to  the  year  1 and  in  part 
to  the  year  2.  This  rule,  while  logically  defensible, 
is  not  very  intelligible  to  the  ordinary  taxpayer  or 
easy  to  work  in  practice.  Indeed,  for  the  purposes  of 
Super-tax  a different  rule  is  in  operation,  income 
taxed  by  deduction  having  since  the  inception  of  the 
tax  been  treated  as  income  of  the  year  when  it  is 
actually  receivable  ” without  regard  to  the  period 
of  accrual.  It  is  suggested  that  if  the  change  in  the 
law  proposed  in  the  first  paragraph  of  the  above 
diaft  clause  is  made,  the  second  paragraph  ought  at 
the  same  tune  to  be  made  operative— possibly  with  a 
qual ’heat urn  as  regards  certain  exceptional  cases  in 

' hich  hardship  might  arise  (e.g.,  where  two  annual 

• One  or  two  particular  enses  of  rare 
pe  specially  provided  for. 


occurrence  might  need  tq 
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dividends  become  payable  within  the  same  period 
of  twelve  months). 

Dividends  and  emoluments  paid  “ free  of  tax.” 

10, lOH.  (33)  Several  witnesses  have  urged  before 
the  Royal  Commission  the  view  that  the  payment  of 
“free  of  tax”  dividends  and  “free  of  tax” 
emoluments  should  be  made  illegal.  This  question  is 
one  with  which  the  Exchequer  is  not  primarily  con- 
cerned. 

15.106.  (34)  It  is  obvious  that  if  a company  has 
made  £200  profits,  of  which  £60  have  to  be  paid  to 
the  Revenue  as  Income  Tax,  it  is  the  same  thing  to 
the  shareholders  whether  they  are  informed  that  they 
are  to  receive  (a)  £210  in  dividends  less  tax  deducted 
£60,  that  is,  £140  net,  or  ( b ) a “free  of  tax” 
dividend  of  £140.  In  each  case  Income  Tax  has  been 
paid  to  the  Revenue,  and  in  each  case  the  income 
arising  from  such  a dividend  would  be  reckoned 
for  Income  Tax  purposes  not  as  £140,  but  as  £200 
But  from  the  point  of  view  of  the  shareholder,  it 
would  no  doubt  be  an  advantage  for  the  dividend 
notice  and  warrant  to  describe  such  a dividend  as 
what.it  really  is,  namely,  a dividend  of  £200  less  tax 
£60,  and  were  such  a description  made  compulsory, 
the  taxpayer  would  be  more  easily  able  to  ascertain 
the  correct  figures  to  be  inserted  in  his  return  of  total 
income.  Incidentally,  officers  of  the  Inland  Revenue 
Department  would  be  saved  a good  deal  of  time  and 
trouble  in  correcting  the  errors  in  Income  Tax  and 
Super-tax  returns  to  which  the  lack  of  knowledge 
of  the  meaning  of  a so-oalled  “ free  of  tax  ” dividend 
gives  rise. 

15.107.  (35)  Similarly,  if  a company  agrees  to  pay 
a director  or  other  officer  certain  emoluments  “ free 
of  Income  Tax  ” or  “ free  of  Income  Tax 
and  Super-tax,”  the  Revenue  is  not  directly 
affected,  since  the  amount  to  be  taken  as  the 
taxable  income  for  Income  Tax  and  Super-tax  pur- 
poses is  the  . net  amount  received,  plus  the  tax 
applicable  thereto.  But  there  is  always  some  risk 
that  only  the  net  amount  of  the  emoluments  may, 
in  fact,  be  taxed  owing  to  lack  of  knowledge  on  the 
part  of  the  Inland  Revenue  Department  that  the 
employer  is  paying  his  employee’s  Income  Tax,  and 
in  such  a case  a leakage  of  revenue  may  occur. 

15.108.  (36)  The  aspect  of  the  question  which  has 
recently  attracted  most  notice,  namely,  a company 
voting  fees  “free  of  tax”  to  its  directors,  is  one 
between  the  company  (or  the  directors  of  the  com- 
pany) and  its  shareholders. 

15.109.  (37)  There  are  some  aspects  of  this  matter 
to  which  attention  does  not  appear  to-  have  been 
prominently  drawn,  and  which  the  Royal  Commission 
may  wish  to  consider.  The  practice  probably  in  some 
cases  facilitates  the  raising  of  capital,  especially 
abroad.  The  payment  of  salaries  “ free  of  tax  ” has 
come  to  be  a well-known  and  established  condition  of 
service  in  many  banking  and  insurance  companies, 
and  legislation  directed  against  it  might  be  keenly  felt 
by  the  employees  in  such  oases.  In  cases  of  this 
character,  also,  the  practice  conduces  to  ease  of 
collection,  though  not  of  assessment. 

15.110.  (38)  Looking  at  the  matter  merely  from  the 
Revenue  point  of  view,  the  Board  are  of  opinion  that 
it  would,  on  the  whole,  be  of  advantage — as  tending 
to  simplicity  and  greater  accuracy  in  assessments — if 
payment  of  fees  and  other  emoluments  “ free  of  tax  ” 
were  prohibited.  If,  therefore,  the  Royal  Commission 
should  think  fit  to  make  a recommendation  to  this 
effect  on  general  grounds,  the  Board  consider  that  the 
Revenue  would  incidentally  benefit  by  the  alteration. 

No.  II.— THE  ASSESSMENT  OF  INCOME  TAX 
BY  REFERENCE  TO  THE  INCOME  OR 
PROFITS  OF  A PAST  YEAR  OR  AVERAGE 
OF  YEARS. 

15.111.  (1)  Income  Tax  being  largely  collected  at 
the  source,  the  assessments  which  result  in  the  sub- 
stantive payments  of  the  duty  are  as  far  as  possible 
made,  not  upon  the  persons  who  ultimately  receive 
the  income,  but  upon  the  persons  in  whose  hands  the 
income  arises  or  is  first  received  in  this  country  and 
who  distribute  under  deduction  of  tax  so  much  of 
it  as  does  not  represent  their  own  personal  shares 
thereof. 


15.112.  (2)  A large  proportion  of  the  assessments  on 
profits  are  made  on  the  average  system.  Table  A 
attached  to  this  evidence  ( vide  Annexe  I)  shows  the 
various  bases  adopted  in  respect  of  those  classes  of 
income  which  produce  the  major  portion  of  the  Income 
Tax. 

15.113.  (3)  Owing  to  the  system  of  collection  at  the 
source,  this  table  does  not  afford  in  all  cases  a correct 
indication  of  the  basis  upon  which  the  ultimate 
recipient  of  income  is  taxed;  for  when  a particular 
taxpayer  receives  income  under  deduction  of  tax,  for 
instance,  in  the  important  case  of  dividends  of  joint 
stock  companies,  that  income,  broadly  speaking,  is 
taxed  at  the  time  of  receipt  upon  the  amount  actually 
received  by  him,  although  the  profits  out  of  which  it 
is  paid  may  have  been  taxed  on  an  average  basis. 
The  average  system,  therefore,  does  not  directly  affect 
the  ultimate  recipients  of  income  by  any  means  to 
the  extent  which  might  at  first  sight  appear.  This 
fact  is  illustrated  by  Table  B contained  in  Annexe  I. 

15.114.  (4)  An  historical  note  on  the  average  system 
accompanies  this  proof.  [See  Appendix  No.  7 (m).] 

(A)  The  three  years’  average  for  trades  and 
- businesses. 

15.115.  (5)  The  question  which  has  attracted  most 
attention  is  the  principle  of  assessing  profits  of  trades 
and  businesses  on  the  average  of  the  three  preceding 
years  as  opposed  to  the  possible  alternative  of  assess- 
ing these  profits  by  reference  to  the  amount  arising 
in  the  year  preceding  the  year  of  assessment.  This 
question  was  investigated  by  the  Departmental  Com- 
mittee of  1905,  generally  known  as  the  Ritchie  Com- 
mittee. The  relevant  portion  of  their  Report  is 
printed  in  Annexe  II  to  this  evidence,  but,  since 
1905,  conditions  have  so  greatly  changed  as  to  render 
the -Report  to  a considerable  extent  obsolete. 

15.116.  (6)  From  the  evidence  which  has  been 
presented  to  the  Royal  Commission  there  appears  to 
be  a general  trend  of  opinion  in  favour  of  a change 
of  basis  to  the  preceding  year. 

The  Board  of  Inland  Revenue  have  no  desire  to 
oppose  this  change,  which  has  many  points  to  recom- 
mend it,  if  there  is  a general  public  demand  for  it, 
and  if  it  will  really  better  meet  the  interests  of  tax- 
payers. They  are  bound  to  say,  however,  that  upon 
a review  of  the  whole  question  they  are  unable  to 
find  in  the  proposal  that  signal  preponderance  of 
advantage  which  is  sometimes  claimed  for  it,  and  it 
is  for  consideration  whether  its  advocates  have  had 
fully  present  to  their  minds  all  the  material  circum- 
stances. 

It  seems  significant  that  local  authorities,  having 
had  experience  of  the  preceding  year  system  in  con- 
nection with  their  gas,  water  and  other  similar  under- 
takings (which  are  assessed  on  the  profits  of  the 
preceding  year),  should  advocate,  in  the  evidence 
given  on  behalf  of  the  Institute  of  Municipal 
Treasurers  and  Accountants,  the  three  years’  average 
(Question  11,253),  and  that  the  representative  of  the 
Mining  Association  of  Great  Britain  (concerned  with 
a business  of  which  the  'profits  fluctuate  greatly) 
should  not  advocate  the  adoption  of  the  preceding 
year  (Questions  6528-34).  It  may  be  recalled  also 
that  Sir  T.  A.  Coghlan,  giving  evidence  before  the 
1906  Select  Committee  (the  Dilke  Committee),  stated 
(Questions  1514-16)  that  it  was  a defect  of  the 
Australian  Acts  that  there  was  no  average  system  in 
that  country,  and  there  is  reason  to  think  that  tax- 
payers in  other  countries  may  hold  a similar  view. 

Arguments  in  favour  of  the  change  to  a preceding 
year  basis. 

15.117.  (7)  The  main  points  which  have  been  made 
in  favour  of  a change  to  a preceding  year  basis, 
together  with  certain  observations  upon  these  points, 
are  given  in  the  following  paragraphs. 

15.118.  (8)  The  time  lag  and  inequality  of  taxa- 
tion.— Under  the  average  system  the  produce  of  tlis 
tax  lags  when  profits  are  increasing,  and  when  profits 
are  declining  the  tax  is  excessive  in'  relation  to  the 
profits  of  the  moment.  The  extent  to  which,  on  the 
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average  basis,  the  tax  may  fall  behind  the  growth 
of  the  country’s  wealth  has  been  remarkably  demon- 
strated in  recent  years.  The  following  is  an  estimate 
of  the  approximate  aggregate  trading  profits 
assessable  on  the  basis  of  the  three  years’  average 
under  Schedule  D for  a series  of  recent  years  (exclud- 
ing the  effect  on  such  assessable  profits  of  the  reduc- 
tion of  the  exemption  limit  from  £160  to  £130  in 
1915-16,  and  also  of  the  new  liabilities  that  come  in 
year  by  year  to  which  the  average  principle  cannot 
be  applied  in  the  first  three  years) : — 


Year  ended  on 
or  before 
5th  April. 

1910 

1911 

1912 

1913 

1914 

1915 

1916 

1917 

1918 


Taxable  trading 
profits  of  year 
(in  million  £) 
...  370 
...  410 
...  430 
...  460 
...  550 
...  450 
...  530 
...  670 
...  690 


If  it  be  taken  that  in  future  (subject  to  any 
temporary  depression  after  the  war)  the  general 
tendency  of  the  income  of  the  country  will  be  to 
expand,  the  three  years’  average  system  applying  to 
one  section  of  the  taxable  income  within  the  scope  of 
the  Income  Tax  would  maintain  perpetually — always 
in  favour  of  the  trader — a very  real  inequality  of 
taxation  as  compared  with  other  sections  of  tax- 
payers. 

Equally,  if  there  should  be  a general  tendency  of 
profits  to  decline,  there  would  be  an  inequality  work- 
ing in  the  converse  way,  i.e.,  to  the  disadvantage  of 
traders  assessed  on  the  three  years’  average.  But  in 
this  connection  another  consideration  arises  : traders 
suffering  this  disadvantage  naturally  seek  to  relieve 
themselves  of  the  burden  at  the  expense  of  the 
Exchequer.  It  will  be  recalled  that  up  to  the  year 
1907  a relief  based  upon  section  133  of  the  Income 
Tax  Act  of  1842,  as  amended  by  the  Revenue  Act  of 
1865,  was  granted  in  any  case  in  which  at  the  end 
ot  any  year  of  assessment  a person  assessed  under 
Schedule  D proved  that  his  profits  in  the  year  of 
assessment  had  fallen  short  of  the  average  profits  of 
which  he  was  assessed.  His  liability  was  reduced  in 
practice  to  the  average  profits  of  the  year  of  assess- 
ment and  the  two  years  preceding,  or  to  the  actual 
profits  of  the  year  of  assessment  if  greater  than  that 
average.  The  principle  of  section  133  of  the  Income 
Tax  Act  of  1842,  was  condemned  by  the  Ritchie  Com- 
mittee, and  the  relief  was  repealed  by  the  Finance 
Act  of  1907.*  If,  however,  it  should  happen  that  a 
long  period  of  continuously  diminishing  profits  super- 
venes at  some  future  time,  vigorous  appeals  for  the 
re-enactment  of  this  relief  may  be  heard  which,  how- 
ever little  merit  they  may  possess,  may  prove 
exceedingly  difficult  to  resist. 


15.119.  (9)  Staleness  of  assessments. — Under  a pre- 
ceding year  system  the  tax  upon  particular  profits  is 
charged  at  a point  of  time  much  nearer  to  that  at 
which  the  profits  arise. 

15.120.  (10)  Unification  of  the  various  bases  of 
assessment . — The  adoption  of  a preceding  year  system 
would  make  for  uniformity  in  the  basis  of  assessment, 
although  this  uniformity  could  not  be  fully  attained 
without  considerable  difficulty  and  some  loss  of  duty 
during  the  transition  period.  Although  complete 
unification  of  the  bases  of  assessment  would  be  very 
difficult  to  attain  under  a system  of  taxation  at  the 
source,  a move  towards  unification  will  no  doubt  be 
felt  very  desirable.  There  are  already  certain  sources 
of  profit  charged  upon  the  preceding  year.  The  first 
category  consists  of  railways,  ironworks,  gasworks, 
canals,  docks,  and  the  like.  The  second  consists  of  un- 
taxed interest,  discounts,  and  other  profits  of  an 
uncertain  value  falling  into  Case  III  of  Schedule  D. 
This  category  has  recently  assumed  an  importance 


• The  princip'e  of  this  section  has  been  temporarily  revived  with 
a limited  applie  ition  as  a “war  relief’’— section  43  of  the  Income 
Tax  Act,  1918. 


which  did  not  previously  attach  to  it  owing  to  the 
fact  that  it  includes  tne  interest  on  xtegistered  or 
Inscribed  Stock  of  the  5 per  cent.  War  Loan  and 
certain  other  war  securities,  which  are  nqt  taxed  by 
deduction  at  the  source. 

But  in  this  connection  a difficulty  arises.  In  the 
ordinary  course  a change  to  the  preceding  year  basis 
would  entail,  as  regards  the  profits  of  trades  and 
businesses,  a provision  that  any  business  in  its  first 
year  should  be  assessed  on  the  basis  of  the  profits 
therein  arising,  and  that  in  each  succeeding  year 
(subject  to  reliefs  for  special  cases)  the  profits  should 
be  based  upon  the  profits  of  the  year  preceding, 
liability  ceasing  when  the  business  ceases.  This,  how- 
ever, is  not  the  basis  on  which  Case  III  of  Schedule 
D at  present  proceeds.  Under  that  Case  no  tax  is 
chargeable  in  the  first  year  in  which  the  source  of 
income  is  enjoyed,  but  the  tax  is  payable  for  one 
year  after  the  source  of  income  has  ceased.  However 
desirable  uniformity  of  system  may  be,  it  would,  it 
is  suggested,  be  purchased  at  too  high  a price  if 
existing  holders  of  Registered  or  Inscribed  War 
Stocks  escaped  one  year’s  tax  thereon  (through 
having  been  excused  payment  in  the  first  year)  with 
a consequent  aggregate  loss  to  the  Exchequer  esti- 
mated at  some  £25,000,000  at  present  rates.  This 
difficulty  can,  however,  in  the  Board’s  opinion,  be 
surmounted,  and  they  make  a specific  suggestion  to 
that  end  in  paragraph  21  below. 

15.121.  (11)  Effect  on  Super-tax  assessments. — A 
person  liable  to  Super-tax  is  chargeable  thereto  for 
any  year  by  reference  to  the  Income  Tax  income  of 
the  preceding  year.  So  far  as  the  income  of  a Super- 
tax payer  is  derived  from  a trade  carried  on  by  him, 
the  three  years’  average  system  renders  the  basis  of 
the  Super-tax  assessment  very  stale.  A Super-tax 
payer  is  assessed  to  Super-tax  for  the  year  5,  in 
respect  of  any  profits  derived  from  trade,  upon  the 
average  of  the  profits  arising  in  the  years  1,  2 and  3. 
This  fact  from  time  to  time  gives  rise  to  complaint 
on  the  part  of  Super-tax  payers. 

15.122.  (12)  Basis  adopted  in  other  countries. — 
The  legislative  systems  of  other  countries  for  the  most 
part  adopt  a preceding  year  basis  rather  than  an 
average  system  (although  evidence  is  for  the  most 
part  lacking  to  show  how  far  the  basis  has  been  found 
satisfactory  in  practice). 

Arguments  against  the  change  to  a preceding  year 
basis. 

15.123.  (13)  The  principal  arguments  against  the 
abandonment  of  the  average  system  in  favour  of  a 
preceding  year  basis  are  set  out  in  the  following 
paragraphs. 

15.124.  (14)  Steadier  yield  and  steadier  liabilities. 
— Under  the  three  years’  average  system  the  produce 
of  the  tax  and  the  taxpayer’s  liability  are  steadier 
from  year  to  year. 

15.125.  (15)  Be-action  on  the  scale  of  graduation. 
— In  the  case  of  traders  other  than  companies,  where 
the  profits  fluctuate  from  year  to  year  the  average 
system  mitigates  the  graduation  of  the  duty  and 
furnishes,  it  is  suggested,  a better  test  of  ability  to 
pay.  This  consideration  has  arisen  recently  as  a 
result  of  the  large  extension  of  the  graduation  of  the 
Income  Tax.  It  is  a point  which  does  not  yet  seem 
to  have  been  generally  appreciated  by  taxpayers. 
Take  the  following  example*  : — 

X is  the  proprietor  of  a business  the  profits  of 
which  remain  steady  at  £5,000  a year  for  a long 
period  of  years.  Whether  X is  assessed  on  a three 
years’  average  or  on  a preceding  year  basis  he  will 
pay  Income  Tax  and  Super-tax+  every  year  on  £5,000 
at  the  effective  rate  applicable  to  an  income  of  that 
amount,  namely  7s.  2d.  in  the  pound,  or  £1,787  tax. 
Total  tax  in  three  years  £5,361. 

Y is  the  proprietor  of  a business  the  profits  of 
which  over  a long  period  of  years  average  £5,000  a 
year  but  fluctuate  widely  from  year  to  year.  Y’s 
profits  for  six  successive  years  are  £1,000,  £10,000, 


* It  is  assumed  in  this  example  that  the  traders  have  no  income 
from  other  sources  than  their  trade. 

t The  Super-tax  will  of  course  he  paid  a year  later  than  the 
Income  Tax  on  the  same  profits. 
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£4  000  £1,000,  £10,000,  £4,000.  On  the  three  years’ 
average  basis  Y will  pay  tax  for  the  last  three  years 
for  which  these  profits  provide  averages  on  the  same 
amount  and  at  the  same  rate  as  X : under  a preced- 
ing year  system  he  will  pay  (for  the  same  three 
years)  on  £4,000  at  6s  lOd.  in  the  pound  (£1,362) 
in  the  first  year,  on  £1,000  at  3s.  9d.  in  the  pound 
(£187)  in  the  next  year,  and  on  £10,000  at  8s.  4d.  in 
the  pound  (£4,188)  in  the  year  following.  Total  tax 
in  three  years  £5,737 . 

The  total  tax  paid  by  X in  three  years  on  £15,000  of 
profits  is  £5,361  : the  total  tax  paid  by  Y in  three 
years  also  on  £15,000  of  profits  is  £5,737.  If  Y had 
made  £15,000  in  one  year,  and  nothing  at  all  in  the 
two  following  years  he  would  on  a preceding  year  basis 
pay  in  tax  £6,812  (£15,000  at  the  effective  rate  of 
9s.  Id.). 

The  Board  doubt  whether  in  such  a case  the  test 
of  ability  to  pay  ought  to  be  based  upon  the  income 
of  a single  year.  There  seems  indeed  a good  deal 
to  be  said  for  the  view  that  Y,  whose  income 
fluctuates  violently,  has  less  ability  to  pay  than  X, 
whose  income  remains  steady. 

15,126.  (16)  Treatment  of  losses. — It  is  often  sug- 
gested that  if  the  three  years’  average  gives  place 
to  the  preceding  year,  special  provision  should  be 
made  for  carrying  forward  losses  until  they  are  ex- 
hausted by  set-off  against  subsequent  profits,  and  it 
is  not  clear  that  a preceding  year  basis,  without  this 
special  provision,  would  be  altogether  acceptable  to 
some  of  the  interests  concerned. 

In  the  Board’s  view  there  is  no  case  for  so  con- 
siderable an  extension  of  the  existing  provision  for 
losses  (which,  it  is  understood,  is  not  usually  given 
by  other  countries  whose  tax  is  assessed  upon  a pre- 
ceding year  basis).  Losses,  it  is  suggested,  are  neatly 
and  sufficiently  dealt  with  under  the  average  system 
which  results  in  a loss  affecting  the  assessments  of 
the  three  years  following  that  in  which  it  is  made, 
and  it  is  submitted  that  any  relieving  provision 
should  be  so  restricted  as  to  afford  no  more  relief 
than  the  average  system  now  gives. 

15,127.  (17)  Irregular  accounting  periods. —A.  pre- 
ceding year  system  would  introduce  considerable 
difficulties  where  accounts  are  made  up  for  irregular 
periods.  Some  businesses  (e.g.,  shipping  companies) 
habitually  make  up  accounts  for  such  periods  (valu- 
ing with  the  length  of  voyages)  and  many  others  do 
so  occasionally  with  the  object  of  changing  the  ending 
date  of  their  accounts. 

For  example,  an  account  is  made  up  for  the  yeai  to 
September.  1920,  and,  under  the  preceding  year 
system,  might  be  taken  as  the  basis  of  the  assessment 
for  the  year  1921-22.  The  next  account  is  for  six 
months  to  March,  1921,  and  tins  is  followed  either  by 
a nine  months’  account  to  December,  1921,  oi  by  a 
twelve  months’  account  to  March,  1922.  In  t 
former  case  there  is  no  definite  basis  for  assessment 
for  the  year  1922-23  : iu  the  latter  tho  profits  of  the 
six  months  to  March,  1921  (which  may  be  exception- 
ally high),  might  never  be  taken  into  account  tor 
Income  Tax  purposes  at  all.  . 

Questions  of  this  kind  would  arise  under  a van  j 
of  forms  and  would  require  to  be  the  subject , o 
special  provisions.  These  provisions  would  need 
infer  alia,  to  include  powers  to  deal  with  accounts 
made  up  for  irregular  periods  with  the  special  object 
of  legal  avoidance  of  duty. 

Under  the  three  years’  .average  system  this  difficulty 
is  not  felt  to  any  material  extent. 

15  128.  (18)  The  transition  period.— Assuming  the 
transition  to  be  made  without  any  adjusting  oi 
relieving  provisions  in  favour  of  taxpayers  adversely 
affected  the  effect  on  the  Revenue  would  depend 
primarily  upon  the  trend  of  profits  at  the  time.  It 
is  however,  sometimes  suggested  that,  to 'meet  oa“ 
of  hardship  in  the  period  of  transition  the  taxpayer 
should  for  three  years  have  the  option  of  hei  g 
assessed  either  on  the  three  years’  average  or  on  the 
preceding  year.  It  is  submitted  that,  especially  at 
a time  like  the  present  when  for  a long  period  tax- 
payers have  had  the  advantage  of  being  assessed o 
an  average  in  a period  of  ascending  profits  there  is 
no  case  Tor  giving  all  taxpayers  the  best  of  both 


worlds.  Such  a course  might  throw  an  extremely 
heavy  cost  on  the  Exchequer,  and  this  at  a lame 
when  the  taxpayer  may  be  gaining  considerably  by 
other  recommendations  of  the  Royal  Commission.  By 
way  of  illustration  of  this  fact  the  Board  have  made 
an  estimate  of  the  Revenue  results  which  would  have 
followed  if  the  change  now  in  question  had  been 
effected  in  the  year  1914-15.*  The  change  without 
any  relieving  provision,  would  have  resulted  m a 
Revenue  gain  of  £3,250,000;  with  a relieving  pro- 
vision of  the  kind  mentioned  the  change  would  have 
cost  the  Revenue  some  £8,500,000,  these  figures  being 
in  each  case  calculated  on  the  rates  of  tax  in  force 
for  1914-15  and  the  two  succeeding  years. 

It  is  suggested  that  the  only  case  which  might 
require  to  be  safeguarded  is  that  of  the  taxpayer 
whose  profits  in  either  or  both  of  the  first  two  of 
the  three  years  preceding  the  change  have  fallen 
below  those  of  a series  of  previous  years. t buch  a 
taxpayer  might  complain  that  after  paying  tax  on 
an  average  of  profits  exceeding  Ins  actual  profits,  he 
is  aggrieved  by  a change  of  system  which  deprives 
him  of  the  right  of  bringing  into  the  average  the 
profits  of  his  two  bad  years.  It  must,  however,  be 
remembered  that  these  bad  years  will  have  entered 
into  the  average  for  one  or  two  succeeding  years  even 
though  they  may  not  have  been  taken  into  account 
so  fully  as  would  have  been  the  case  had  they  come 
three  times  into  a computation  of  average  profits. 
Moreover,  even  in  this  case  the  taxpayer  s equitable 
claims  will  have  been  fully  met  if  the  “ war  reliefs 
(which  entitle  him  to  bring  a bad  year  four  times 
into  the  computation  of  his  liability  or  where  his 
total  income  has  fallen  off  by  more  than  ten  per  cent, 
—to  pay  tax  on  his  actual  instead  of  his  average 
income)  should  continue  in  force  until  the  change  to 


'a  preceding  'year  basis,  supposing  it  to  be  made,  takes 
eSect  If,  however,  the  “ war  reliefs  should  be 
repealed  a considerable  time  before  a change  is  made 
to  a preceding  year  basis,  the  case  under  considera- 
tion could  he  conveniently  met  by  providing  that  the 
taxpayer  might  at  his  option  have  Ins  assessments  for 
the  two  vears  preceding  the  change  adjusted  to  the 
new  basis,  i.e.,  the  amount  of  the  profits  m the  year 
preceding  the  year  of  assessment. 

A number  of  other  suggestions  with  similar  objects 
have,  of  course,  been  made,  but  the  Board  suggest 
that  this  solution  is  related  more  closely  than  other 
suggestions  to  the  essential  object  to  be  kept  in  view 
and  would  be  unlikely  to  be  very  costly. 

15 129.  (19)  Safeguard  against  evasion.— Leaving 
those  aspects  of  the  question  which  primarily  aftecj 
the  taxpayer,  there  are  certain  undoubted  advantages 
in  tlm  average  system  from  the  point  of  view  of  the 
assessing  authority  as"  the  guardian  of  the  Exchequer 
Although  practically  all  big  businesses  furnish 
accounte  either  year  by  year  OT.  relatively  short 
intervals,  a large  numerical  majority  of  the  whole 
numbor  of  businesses  m the  country  do  not.  the 
cases  in  which  accounts  are  seldom  or  never  rohdered 
call  often  for  the  exercise  of  great  tact  and  dera- 
tion It  is  far  easier,  where  a return  is  unsatisfac- 
tory, to  make  an  estimate  of  an  average  pr®«t  than 
f -as*  for  a single  year.  Indeed,  m oases  where 
Liunts  are  occasionally  rendered  (e-E7v  appea 

tho  average  may  be  available  for  the  purposes  of  the 
estimate  for  the  current  year,  as  havmg  been  rappl^ 
in  connection  with  the  computation  of  liability  tor 

wmmmm 

concealed  in  accounts  foi  g J the  point 

of  checking  the  present  by  .the  past  s advantage, 
of  view  of  an  assessing  authonty  » K 

^ TlouM  clearly  be.  desirable,  in  order  to  pro- 
f “SmTowa »’ ™ "pX with  tbs  profit.  of  Voices  years. 
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tect  the  Revenue  against  evasion,  to  take  powers  to 
call  for  accounts  not  merely  for  the  year  forming  the 
basis  of  the  assessment,  but  also  for  several  previous 
years. 

(B)  Case  III  op  Schedule  U. 

15,130.  (20)  Reference  has  already  been  made 
(paragraph  10)  to  the  special  features  cf  this  Case. 
At  present  the  basis  of  assessment  is  a kind  of  pro- 
ceding  year  basis:  no  tax  is  chargeable  in  the  year  in 
which  the  source  of  income  is  first  enjoyed,  but  the 
tax  is  payable  for  one  year  after  the  source  of  in- 
come has  ceased. 

. 15,131.  (21)  In  the  Board’s  view  this  basis  is  very 
inconvenient  and — whatever  decision  may  be  arrived 
at'  as  to  substituting  a preceding  year  basis  for  the 
three  years’  average  in  the  case  of  trades  and  busi- 
nesses—they  suggest  that  it  should  be  altered.  The 
suggestion  they  would  make  is  that  for  the  future 
the  income  arising  in  the  first  year  should  be  taxed 
for  that  year,  and  that  in  each  succeeding  year  the 
tax  should  be  computed  by  reference  to  the  income 
arising  in  the  preceding  year,  subject  to  the  proviso 
(designed  to  avoid  the  loss  of  duty,  amounting  per- 
haps to  £25,000,000,  referred  to  in  paragraph  10) 
that  in  any  case  in  which  the  source  of  income  was 
enjoyed  prior  to  this  amendment  of  the  law  and  tax 
was  not  in  fact  charged  for  the  first  year,  it  should 
(as  heretofore)  be  charged  in  the  year  following  the 
year  in  which  the  source  of  income  ceases. 


the  total  taxable  income  within  the  scope  of  the  In- 
coiAe  Tax.  It  is  estimated  at  3-45  per  cent,  of  the 
whole. 

15.134.  (24)  The  Departmental  Committee  of  1905 
inclined  to  the  view  ( see  paragraph  107  of  their 
Report  quoted  in  Annexe  II)  that  the  assessment  of 
these  profits  should  be  based  on  the  preceding  year. 

15.135.  (25)  At  a time  when  the  whole  basis  of  the 
Income  Tax  is  under  consideration,  there  seems  much 
to  be  said  for  the  adoption  of  this  view,  at  least  as 
regards  employments,  whether  or  not  the  average 
system  for  trades  and  businesses  gives  place  to  a pre- 
ceding year  system.  It  would  be  a natural  corollary 
that  those  employments  which  are  now  assessed  under 
Schedule  E (including  the  pay  of  the  Army  and  Navy 
Government  and  municipal  officials,  and  officers  of 
public  companies)  should  be  placed  upon  the  same 
basis,  the  whole  being  governed  by  a single  body  of 
rules.  It  is  for  consideration  whether  a change  of 
this  character  should  be  accompanied  by  any  special 
relief  in  the  period  of  transition.  On  the  one  hand, 
the  number  of  taxpayers  adversely  affected  is  likely 
to  be  considerable,  but,  on  the  other  hand,  these  indi- 
viduals have  received  favourable  treatment  in  the 
past  as  compared  with  others  who  have  been  assessed 
(under  Schedule  E)  on  the  basis  of  the  current  vear. 
In  any  event,  the  extent  of  any  additional  charge 
placed  upon  the  former  class  would  usually  be  small. 

(D)  Basis  of  assessment  of  miscellaneous  income. 


(C)  The  average  as  affecting  professions  and 
employments. 

15,132  (22)  Part  A of  this  evidence  has  been  direc- 
ted to  the  question  of  trades  and  businessesi  assessed 
to  Income  lax  on  the  three  years’  average.  There 
remains  the  question  of  the  profits  of  professions,  em- 
ployments and  vocations  assessed  to  Income  Tax  under 
Schedule  D upon  the  same  basis. 

15,133.  (23)  Although  the  individuals  affected  are 
numerous,  their  taxable  income  is  not  a large  part  of 


15,136.  (26)  If  it  were  decided  that  the  basis  of 
assessment  in  the  case  of  trades  and  businesses  should 
be  altered  from  the  three  years’  average  to  the  preced- 
ing year,  it  would  6eem  desirable  to  make  a corre- 
sponding alteration  in  the  basis  apDlicablo  to  various 
miscellaneous  items  of  income  for  which  special  pro- 
visions are  made. 

i P®  sPeci^  difficulty  attaching  to  Case  III  of  Sche- 
dule D has  been  referred  to  in  paragraphs  20  and  21, 
an_d  a suggestion  there  made  for  dealing  with  it. 
,15;7'  (27)  Tte  items  referred  to  are  set  out  in 
tiie  following  table:  — 


Current  year 


Average 

years. 


of  three  preceding  •{ 


Average  of  five  preceding  years 
Average  of  seven  preceding  years 


Such  average  or  basis  as  appears 
just  and  equitable. 


Income  to  which  basis  is  applicable. 


2. 

Foreign  and  colonial  securities 
(Sch.  D,  Case  IV,  Rule  1). 
f ^Tithes  taken  in  kind  (Sch.  A,  No.  II 
Rule  1). 

^Ecclesiastical  dues  and  payments 

* Payments  in  lieu  of  tithes  not 
being  tithes  arising  from  lands. 

*Teinds  in  Scotland  (Sch.  A,  No  II 
Rule  2). 

Foreign  and  colonial  possessions 
(Sch.  D,  Case  V,  Rules  1 and  2). 

Mines  of  coal,  tin,  lead,  copper, 
mundic,  iron  and  other  mines 
(Sch.  A,  No.  Ill,  Rule  2). 

'Manorial  dues,  royalties  and  profits 
(Sch.  A,  No.  II,  Rule  5). 

^Miscellaneous  profits  from  lands, 
&c.,  not  in  the  occupation  of  the 
person  chargeable  (Sch.  A,  No 
II,  Rule  7). 

Annual  profits  and  gains  not  other- 
wise charged  (Sch.  D,  Case  VI, 
Rules  1 and  2). 


Percentage  of 
total  taxable 
income  falling 
into  the  class 
named  in  Col.  2. 


Percentage  of 
I total  net  produce 
of  Income  Tax 
| derived  from  the 
income  falling 
into  the  class 
named  in  Col.  2. 


3. 

4. 

2-64 

4*15 

0-01 

0-01 

0-92 

1*42 

1-68 

2-80 

0'01 

0*01 

0-04 

0-07 

0-10 

0-17 

See  paragraph  28. 
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15.138.  (28)  If  it  were  decided,  on  the  other  hand, 
to  retain  the  three  years’  average,  at  any  rate  the 
minor  items  marked*  in  the  table  immediately  pre- 
ceding might  with  advantage  he  transferred  to  Case 
VI  of  Schedule  D (which  deals  with  miscellaneous 
profits  not  otherwise  provided  for)  and  he  made  assess- 
able on  a uniform  three  years’  average.  The  items 
named  are  for  the  most  part  survivals  from  an  earlier 
time  and  do  not  require  the  special  rules  of  assess- 
ment which  at  present  attach  to  them.  The  transfer 
to  the  three  years’  average  of  railways,  &c.,  now  dealt 
with  on  the  preceding  year,  and  mines,  now  dealt  with 
on  a five  years’  average,  might  not  he  acceptable  to 
the  groups  of  businesses  concerned,  whilst  the  transfer 
to  the  three  years’  average  of  Case  III  of  Schedule 
D raises  in  another  form  the  question  dealt  with 
in  paragraphs  20  and  21  above. 

(E)  The  special  adjustments  associated  with  the 

THREE  YE4RS’  AVERAGE. 

15.139.  (29)  The  average  system  entails  the  ne- 
cessity for  various  special  provisions  to  meet  cases  of 
new  businesses,  businesses  ceasing,  Ac.  A list  of  the 
material  provisions  is  given  in  Annexe  III. 

15.140.  (30)  Broadly  speaking,  it  would  appear  that 
these  provisions  (except  the  special  war  reliefs  which 
may  be  expected  to  disappear)  must  remain  in  force, 
whether  tne  three  years’  average  is  retained  or  a 
preceding  year  basis  is  substituted  therefor.  In  either 
event,  some  revision  of  these  reliefs  would  appear 
to  be  desirable. 

16.141.  (31)  At  the  present  time  whilst  a taxpayer 
whose  profits  decline  in  the  closing  years  of  a business 
obtains  relief,  a taxpayer  who  makes  abnormally  large 
profits  in  the  last  year  of  his  business  escapes  assess- 
ment upon  his  windfall  altogether.  There  is  thus  a 
temptation  to  wind  up  a business  which  has  had 
an  exceptional  year  and  to  make  a new  start  under 
another  name.  There  seems  to  be  a good  deal  to  be 
said  for  providing  that  where  assessment  on  actual 
profits  in  the  last  three  years  of  a business  would 
greatly  exceed  the  assessment  on  the  statutory  basis, 
the  Revenue  should  have  the  right  to  make  a charge 
upon  the  higher  basis. 

15.142.  (32)  A similar  difficulty  often  occurs  in  the 
case  of  a concern  formed  to  work  a single  venture, 
such  as  the  construction  of  a big  engineering  work 
or  the  development  of  a building  estate.  Often  in 
these  cases  the  main  part  of  the  profits  is  realized 
only  in  the  final  year,  and  there  seems  much  to  be 
said  in  favour  of  a statutory  provision  authorizing 
the  spreading  of  the  profits  over  the  whole  period  of 
the  venture  (on  the  analogy  of  the  provisions  made 
in  connection  with  the  Excess  Profits  Duty  for 
spreading  profits  derived  from  the  execution  of  a 
contract  the  fulfilment  of  which  occupies  more  than 
a single  accounting  period  (Finance  (No.  2)  Act,  1915, 
Fourth  Schedule,  Part  I,  Rule  ll)),  or  providing 
that  the  final  assessment  should  embrace  the  balance 
of  profits  not  previously  assessed. 

15.143.  (33)  Rule  3 of  the  Miscellaneous  Rules 
applicable  to  Schedule  D provides  for  relief  in  cases 
of  cessation,  death  or  bankruptcy  during  the  year 
of  assessment,  or  of  loss  from  any  other  specific  cause 
of  the  profits  assessed.  That  a provision  of  this 
character  is  necessary  where  the  earning  of  profits 
is  brought  to  an  end  in  this  manner,  appears  to  be 
obvious.  There,  has,  however,  always  been  some  doubt 


as  to  the  actual  scope  of  this  provision  and  it  has 
not  been  possible  to  obtain  a ruling  of  the  Courts 
owing  to  the  fact  that  upon  a claim  under  this 
section  the  decision  of  the  Local  Commissioners  is  final. 
It  is  suggested  that  it  would  be  desirable  to  make  it 
clear  that  the  right  of  relief  applies  only  where  there 
has  been  a cessation  of  profits  and  that  it  does  not 
extend  to  cases  in  which  profits  have  merMy 
diminished  in  amount. 

15.144.  (34)  Rule  11  of  the  rules  applicable  to  Cases 
I and  II  of  Schedule  D provides  that  the  assessment 
should  be  based  on  the  usual  average  notwithstanding 
a change  of  ownership,  unless  from  a specific  cause 
a diminution  of  profits  arising  after,  or  by  reason  of 
the  change,  is  proved.  The  rule  does  not  however 
specify  the  extent  of  the  relief  to  be  allowed,  and  here 
again  (for  the  reason  mentioned  in  the  last  para- 
graph) some  diversity  of  practice  arises.  It  is 
suggested  that  it  might  well  be  provided  that  where 
a title  to  relief  under  this  rule  is  shown,  the  Income 
Tax  assessments  of  the  three  years  succeeding  the 
change  should  be  adjusted  to  the  actual  profits  of 
the  year  instead  of  leaving  to  the  taxpayer,  as  at 
present,  the  option  of  taking  either  the  three  yea'rs’ 
average  or  the  actual  year,  until  the  year  in  which 
the  change  took  place  has  passed  beyond  the  three 
years  entering  into  the  average.  Subject  to  this  it 
would  not  appear  that  this  relieving  section  can 
usefully  be  amended  whether  the  three  yea'rs’  average 
stands  or  the  preceding  year  basis  is  substituted 
therefor. 

15.145.  (35)  Case  V of  Schedule  D deals  with  the 
assessment  of  income  from  foreign  and  colonial 
possessions  (other  than  securities).  This  income  is 
assessed  upon  the  three  years’  average  and  if  that 
basis  stands  it  would  appear  desirable  that  the  re- 
lieving and  adjusting  provisions  dealt  with  in  this 
part  of  this  evidence  should  be  made  applicable  to 
this  Case.  At  present  they  do  not  apply  in  all  cases, 
and  instances  occur  in  which  hardship  arises  under 
the  existing  law. 

(F)  Mines,  railways,  Ac.  (No.  III.  or  Schedule  A). 

15.146.  (36)  The  properties  comprised  in  No.  Ill 
of  Schedule  A include  qua'rries,  mines,  gasworks, 
waterworks,  railways,  docks,  canals,  markets  and 
other  concerns  of  the  like  nature  “having  profits  from 
or  arising  out  of  any  lands,  tenements,  hereditaments 
or  heritages.”  The  history  of  the  treatment  of  these 
concerns  is  dealt  with  in  a note  submitted  with  this 
proof  [ see  App.  No.  7 (n)].  Briefly,  it  may  be  said 
that  their  inclusion  in  the  schedule  dealing  with  lands 
has  become  an  anachronism,  and  that,  were  an  In- 
come Tax  now  being  constructed  for  the  first  time, 
there  is  little  doubt  that  they  would  be  included 
in  the  Schedule  (Schedule  D)  dealing  with  the  profits 
of  trades,  Ac. 

15.147.  (37)  As  stated  in  the  historical  note, 
although  these  concerns  remain  nominally  under 
Schedule  A,  they  are  assessable  a'ccording  to  the  rules 
of  Schedule  D,  so  far  as  those  rules  are  consistent 
with  the  rules  of  No.  Ill  of  Schedule  A. 

It  would  appear  that  the  present  is  a suitable 
opportunity  for  correcting  the  present  rather 
anomalous  position  by  transferring  these  concerns 
to  Schedule  D,  while  retaining,  of  course,  those  rules 
of  assessment  and  relief  which  are  especially  appro- 
priate to  concerns  of  this  nature. 
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15,148. 

ANNEXE  I. 

Table  A. 

Basis  of  assessments. 

Basis. 

Income  to  which  basis  is  applicable. 

Percentage  of 
total  taxable 
income  falling 
into  the  class 
named  in  Col.  2. 

Percentage  of 
total  net  produce 
of  Income  Tax 
derived  from  the 
income  falling 
into  the  class 
named  in  Col.  2. 

1. 

2. 

3. 

4. 

Year  of  assessment 

Annual  value  of  property*  (Sch.  A). 

9-42 

15-67 

Profit  derived  from  the  occupation 
of  landf  (Sch.  B). 

3-51 

2-91 

Interest,  annuities,  dividends,  &c., 
from  public  funds  (Sch.  C). 

3-65 

6-42 

Income  from  foreign  and  colonial 
securities  (Sch.  D). 

2-64 

4-15 

Salaries,  fees,  &c.,  of  public  offices 
or  employments  ; annuities,  pen- 
sions, &c.,  payable  by  the  Crown 
or  out  of  public  revenue  (Sch.  E). 

15-74 

9-97 

Average  of  three  preceding  years 

Profits  of  trades  and  manufactures 
(Sch.  D). 

28-43 

40-51 

Professions,  employments  and 
vocations  (Sch*  D). 

3-45 

2-45 

Income  from  foreign  and  colonial 
possessions  (Sch.  D). 

0-92 

1-42 

Preceding  year  ... 

Profits  of  railways,  ironworks,  gas- 
works, canals,  docks,  &c.  (Sch. 
A No.  III). 

3-62 

6-00 

Interest,  discounts,  &c.,  not  taxed 
at  the  source  (including  Regis- 
tered and  Inscribed  Stock  of  the 
5 percent.  War  Loan)  (Sch.  D). 

2-94 

4-83 

Average  of  five  preceding 
years. 

Profits  of  coal  mines,  tin  mines, 
iron  mines,  &c.  (Sch.  A,  No. 

ni). 

1-68 

2'80 

* Property  is  not  revalued  every  year  ; the  valuation  arrived  at  in  a year  of  revaluation  is 
continued  until  the  next  valuation  takes  place. 

f The  assessment  is  made  normally  upon  a conventional  basis,  viz.,  in  the  case  of  farmers,  twice 
the  annual  value,  in  other  cases  the  annual  value,  of  the  land  occupied  ; but  farmers  have  the  option 
of  being  assessed  by  reference  to  actual  profits  or  the  average  of  the  profits  of  the  three  preceding 
years  as  in  the  case  of  trading  profits. 


15,149.  Table  B. 

Basis  of  the'Acharge  upon  the  ultimate  recipients  of  income.11 


Basis. 

Income  to  which  basis  is  applicable. 

Percentage  of 
total  taxable 
income  falling 
into  the  class 
named  in  Col.  2. 

Percentage  of 
total  net  produce 
of  Income  Tax 
derived  from  the 
income  falling 
into  the  class 
named  in  Col.  2. 

1. 

2. 

3. 

4. 

Taxed  at  the  time  of  receipt  by 
reference  to  the  amount  re- 
ceived. 

All  income  of  every  description 
received  under  deduction  of 
tax.j 

36-12 

57-82 

Year  of  assessment 

Annual  value  of  property  where 
the  tax  is  paid  by  the  owner  (e.t/., 
a house  in  the  occupation  of  the 
owner). 

1-62 

2-26 

Income  from  the  occupation  of 
land. 

3-41 

2-70 

Income  from  foreign  and  colonial 
securities  where  not  taxed  at 
the  source. 

0-20 

0-27 

* The  “ ultimate  recipients  ” of  income  may  be  individuals,  or  companies  and  corporations  (as 
regards  their  undistributed  income). 

t With  the  exception  that  from  income  under  Schedule  A tax  is  usually  deducted  by  the  tenant 
at  two  of  the  four  quarters  only 
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Table  B — continued. 


Income  to  which  basis  is  applicable. 


Percentage  of 
total  taxable 
income  falling 
into  the  class 
named  in  Col.  2. 


Percentage  of 
total  net  produce 
of  Income  Tax 
derived  from  the 
Income  falling 
into  the  class 
named  in  Col.  2. 


1. 

Year  of  Assessment — cont. 


Average  of  three  preceding  years 


Preceding  year  ... 


Average  of  live  preceding  years 


2. 

Salaries,  fees,  &c.,  of  public  offices 
or  employments ; annuities,  pen- 
sions, &c.,  payable  by  the  Crown 
or  out  of  public  revenue,  where 
not  taxed  at  the  source,  {e.g., 
salaries  of  officers  of  public 
companies). 

Profits  of  trades  and  manufactures 
not  taxed  at  the  source,  e.g., 
profits  of  sole  traders  or  firms, 
profits  of  professions,  employ- 
ments (other  than  public  employ- 
ments), and  vocations. 

Income  from  foreign  and  colonial 
possessions. 

Profits  of  railways,  ironworks, 
gasworks,  canals,  docks,  &c. 
(Seh.  A,  No.  Ill),  where  not 
taxed  at  the  source  {e.g.,  concerns 
owned  by  firms  as  opposed  to 
companies). 

Interest,  discounts,  &c.,  where  not 
taxed  at  the  source  (including 
Registered  or  Inscribed  Stock  of 
the  5 per  cent.  War  Loan). 

Profits  of  coal  mines,  tin  mines, 
iron  mines,  &c.,  where  not  taxed 
at  the  source  {e.g.,  mines  owned 
by  firms  as  opposed  to  com- 
panies).  


3. 

12-69 


19-24 


0-72 

0-37 


1-22 

0-41 


4. 

8-78 


21-29 


1-08 

0- 59 

1- 76 
0-58 


ANNEXE  II. 

Extract  from  tub  Refort  of  the  Departmental 
Committee  of  1905. 

VI —The  Three  Years’  Average  System. 

15.150.  (81)  The  present  system  under  which  (as 
regards  a part  of  Schedule  D)  the  Income  Tax  is 
levied  on  the  average  profits  of  the  past  three  years 
is  described  in  the  Inland  Revenue  Memorandum  in 
Appendix  No.  VI;  and  in  the  papers  attached  to 
that  Memorandum.  In  our  evidence  there  will  be 
found  also  a full  discussion  of  the  suggestion  that, 
for  the  present  system,  there  should  he  substituted 
a plan  under  which  the  Income  Tax  should  be  levied 
on  the  actual  realised  profits  of  the  preceding  year. 

15.151.  (82)  It  is  clear  that,  since,  in  the  case  o± 
traders,  the  profit  cannot  be  ascertained  in  advance, 


the  Income  Tax  cannot  be  based  on  the  profits  of 
the  actual  year  in  which  it  is  due,  but  must  be  based 
on  the  profits  of  the  preceding  year  or  years. 

15  152.  (83)  Incomes  derived  from  trades,  pro- 
fessions and  such  employment  as  comes  under 
Schedule  D are  estimated  on  the  “ three  years 
average.”  In  the  case  of  mines,  a five  years  average 
is  taken;  in  the  case  of  railways,  gasworks,  ironworks, 
waterworks,  quarries,  markets  and  fishing  rights  the 
tax  is  levied  on  the  profits  of  the  preceding  year; 
while  in  the  case  of  colonial  and  foreign  securities, 
interest  secured  on  rates  and  some  minor  sources  of 
inoome,  the  duty  is  charged  on  the  receipts  of  the 
year  of  assessment.*  It  appears,  therefore,  that  the 
three  years’  average  system  is  not  carried  out  with 
logical  completeness. 


» Statement  showing  for  the  year  1902-3  the  several  bases  on  which  profits  under  Schedule  D were  assessed. 


a) 

Current 

Year. 

(2) 

Preceding 

Year. 

(3) 

Three  Years’ 
Average. 

(4) 

Five  Yeats’ 
Average. 

(5) 

Total  of 
Columns  3 & 4. 

Gross  Assessment  ... 

Deductions  ... 

£ 

29,261,000 

2,030,000 

£ 

63,298,000 

7,200,000 

£ 

378.828.000 

119.962.000 

£ 

20,259,000 

1,050,000 

£ 

399.087.000 

121.012.000 

Net  Assessment 

27,231,000 

56,098,000 

258,866,000 

19,209,000 

278,075,000 

Duty  receivable  at 

1,361,500 

2,804,900 

12,943,300 

960,450 

13,903,750 

T 

3tal  duty  under 

Schedule  D 

£18,070,150 

It  will  be  seen  that  out  of  the  total  duty  receivable 
under  Schedule  D (about  £18,000,000)  nearly 
£14,000,000  or  about  77  per  cent.,  was  assessable  on 


c three  and  five  years’  average.  Of  the  total  tax 
lcler  all  Schedules  (about  £30,000,000  at  Is.  rate), 
is  £14,000,000  would  represent  about  47  per  cent. 
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15.153.  (84)  The  present  system  of  assessment  and 
collection  for  the  Income  Tax  charged  under  “ the 
three  years’  average”  system  is  as  follows: — The 
“ year  of  assessment,”  i.e.,  the  year  in  which  the 
Income  Tax  is  paid,  runs  from  April  6th  of  one  year 
to  April  5th  of  the  following  year,  and  the  Income 
Tax  is  due  in  the  intervening  January.  The  profits 
on  which  the  Income  Tax  is  assessed  for  that  year 
are  arrived  at  by  taking  the  average  of  the  actual 
profits  of  the  three  years  preceding  the  year  of 
assessment. 

15.154.  (85)  Thus:  assume  the  year- of  assessment 
to  be  April  6th,  1904,  to  April  5th,  1905 ; the  tax 
will  he  due  in  January,  1905.  The  three  years’ 
profits,  to  give  the  average,  will  be  the  profits  of  the 
three  years  preceding  the  year  of  assessment,  i.e.  : — 

1st  year  ending  not  later  than  April  5th,  1902. 

2nd  » „ „ „ 1903. 

3rd  » „ „ „ 1904. 

[The  usual  profit  year  of*a  business  is  January  1st 
to  December  31st.  j 

Therefore  the  tax  due  and  payable  in  J anuary,  1906, 
is  in  part  determined  by  the  profits  earned  in  the 
business  year  which  ended  in  December,  1901. 

15,155  (86)  On  the  one  year  system,  the  tax  due 
and  payable  in  January,  1905,  would  be  based 
entirely  on  the  profits  earned  in  the  year  ending 
December  31st,  1903. 

15.156.  (87)  In  order  to  mitigate  the  hardships 
which,  when  profits  are  falling  off,  would  arise  from 
the  fact  that  the  actual  profits  in  the  year  of  assess- 
ment would  be  less  than  those  which  worked  out 
under  the  average  system,  and  on  which  the  tax 
would  have  been  paid,  it  was  thought  to  be  necessary 
to  introduce  the  relief  to  the  taxpayer  given  under 
Section  133  of  the  Act  of  1842. 

15.157.  (88)  This  Section  provided  for  the  adjust- 
ment of  the  assessment  at  the  end  of  the  year  by 
dispensing  with  all  estimates  (whether  based  on  the 
preceding  year  or  an  average  of  years)  and  sub- 
stituting for  such  estimates  the  actual  profits  of 
the  year  of  assessment,  as  soon  as  ascertained.  But 
the  option  to  adopt  this  course  was  given  to  the 
taxpayer  only,  and  not  to  the  Crown,  and  was  avail- 
able only  when  the  actual  profits  fell  short  of  the 
sum  assessed. 

15.158.  (89)  But  the  Section  was  so  one-sided,  and 
in  practice  worked  so  unfairly,  that  it  was  subse- 
quently amended  by  Section  6 of  the  Act  of  1865, 
which  required  the  taxpayer  to  prove,  as  a condition, 
precedent  to  any  relief,  not  only  that  his  profits  for 
the  year  were  less  than  the  sum  assessed,  but  that 
they  were  less  than  the  average  of  three  years, 
including  the  year  of  assessment.  In  other  words, 
he  had  to  prove  that  his  profits  for  the  year  of 
assessment  itself  had  been  abnormally  and  excep- 
tionally low.  It  also  limited  the  amount  of  relief 
to  the  difference  between  an  average  based  on  the 
profits  of  the  three  preceding  years,  and  an  average 
based  on  the  profits  of  the  year  of  assessment  and 
two  preceding  years. 

15.159.  (90)  The  effect  of  these  Sections  has  been 
to  give  the  taxpayer  an  opportunity,  at  the  end  of 
the  year,  of  reopening  the  assessment,  and  of  subs- 
tituting (in  order  to  arrive  at  the  average  on  which 
the  tax  is  to  be  based)  for  the  first  year  of  the 
average  the  actual  profits  made  in  the  year  of  assess- 
ment. Of  this  advantage  he  would,  of  course,  only 
avail  himself  if  the  actual  profits  in  the  year  of 
assessment  were  less  than  the  profits  of  the  first  year 
of  the  average.  On  the  other  hand,  the  Crown  is 
not  entitled,  however  much  the  actual  profits  of  the 
year  of  assessment  may  exceed  the  average,  to  reopen 
the  question  of  assessment.  As  a result,  where  the 
liability  is  on  a three  years’  average,  the  profits  of  a 
good  year  are  only  brought  into  the  charging  average 


twice,  while  those  of  a bad  year  are  brought  in  four 
times,  for  the  purpose  of  Income  Tax  Assessments. 

15.160.  (91)  The  want  of  principle  involved  in  this 
system,  the  injustice  as  between  the  Crown  and  the 
taxpayer,  the  anomalies  to  which  it  gives  rise  as 
between  taxpayer  and  taxpayer,  and  the  serious  loss 
to  the  Revenue  involved,  are  so  lucidly  set  out  in 
Sir  F.  Gore’s  Memorandum  (which  will  be  found  in 
Appendix  No.  VII.),*  that  it  is  unnecessary  to  dwell 
on  them. 

15.161.  (92)  We  are  of  opinion  that  the  application 
of  Section  133,  even  as  amended,  is  unfair  to  the 
Revenue  (i.e.,  to  the  general  body  of  taxpayers  who 
have  to  make  up  any  deficiency) ; and  vexatious  in 
the  case  of  the  Income  Tax  payer  himself.  As  will 
be  seen  later  we  recommend  its  abolition. 

15.162.  (93)  Even,  however,  with  Section  133 
modified  or  abolished  many  objections  have  been  put 
before  us  directed  against  the  average  system. 

15.163.  (94)  It  has  been  contended  that,  when  profits 
are  rising,  the  tax  taken  on  average  profits  necessarily 
lags  behind  the  growth  of  the  wealth  of  the  country : 
that  under  this  system  there  is  more  likelihood  of  the 
tax,  or  a portion  of  it,  being  irrecoverable  than  if  the 
tax  were  taken  on  the  profits  of  the  previous  year : 
that  the  average  system  offers  a special  opportunity 
and  temptation  to  obscure  the  figures  of  profit 
through  the  blending  into  an  average  of  accounts  for 
three  years,  and  renders  legal  proof  oT  evasion  more 
difficult : that  it  increases  the  complexity  of  the 
accounts  which  have  to  be  dealt  with,  especially 
on  appeals. 

15.164.  (95)  It  is  also  contended  that,  under  the 
average  system,  when  his  profits  are  diminishing,  the 
trader  is,  each  year,  paying  duty  on  more  than  the 
profits  then  earned,  and  this  at  a time  when  he  can 
least  well  afford  it : while  on  the  other  hand,  when 
profits  are  increasing,  the  trader  is  not  at  once  called 
upon  for  the  full  tax  on  his  increased  profits : and  that 
as  a result  it  often  appears  to  the  taxpayer  a hard- 
ship, that  when  profits,  or  income  are,  and  have  been, 
falling  off,  he  should  be  called,  upon  to  pay  Income 
Tax  (and  perhaps  an  increased  poundage  of  Income 
Tax)  on  the  profits  of  bygone  and  more  prosperous 
years.  On  the  one  year  system,  he  would  be  called 
upon  to  pay  on  his  profits  within  a few  months  of  the 
making  of  the  profits,  and  the  demand  for  payment  of 
the  tax  would  be  less  likely  to  arouse  any  sense  of 
injustice  or  hardship. 

15.165.  (96)  Further,  it  is  alleged  for  most  traders, 
and  for  all  professional  men,  the  ascertainment  of  the 
one  year’s  profit  or  income  would  be  simpler,  and  less 
troublesome,  than  the  ascertainment  of  the  average 
of  three  years.  In  the  case  of  an  appeal  against  the 
original  assessment,  the  trouble  and  expense  would  bo 
considerably  loss,  and  the  likelihood  of  successful 
proof  would  be  considerably  greater,  when  only  a 
single  year’s  and  not  three  years’  acoounts  had  to 
be  produced  and  explained.  Legitimate  appeals 
against  over-assessment,  or  on  occasion  of  an  actual 
loss,  ought  to  be  rendered  as  easy  and  as  simple  as 
possible. 

15.166.  (97)  Finally,  it  is  urged  that  as  the  Income 
Tax  is,  in  theory,  payable  on  the  actual  yearly  in- 
come, there  can  be  no  hardship,  from  the  point  of 
view  of  the  Income  Tax  payer,  in  requiring  him  to 
pay  in  each  year  on  the  actual  realised  profit  of  the 
preceding  year. 

15.167.  (98)  On  the  other  hand,  it  has  been  argued 
that  the  average  system  possesses  considerable  ad- 
vantages over  the  proposed  alternative  plan. 

15.168.  (99)  It  is  contended  that  the  three  years’ 
average  system  enables  the  tax  (especially  when  the 
poundage  is  at  a high  figure)  to  be  more  easily  paid 
than  jf  the  amount  to  be  paid  flmtuated  largely  every 
year.  That  il  the  assessments  were  based  on  the  pre- 


Not  reproduced. 


MINUTES  OF  EVIDENCE. 


763 


8 October , 1919.] 


Mr.  E.  R.  Harrison. 


[Continued. 


ceding  year,  the  actual  payment  of  tax  would  still 
be  made  at  least  a year  after  the  profit  had  been 
earned;  and,  in  the  case  of  a fluctuating  business, 
it  would  differ  even  more  than  at  present  from  the 
actual  profits  of  the  year  in  which  the  payment  was 
made.  Further,  that  accounts  for  one  year  would 
afford  little  information  as  to  the  probable  annual 
profits  of  a fluctuating  business,  and  be  little  guide 
as  to  the  sum  assessable  in  any  future  year.  That 
the  fact  that  three  years’  accounts  are  required  from 
the  taxpayer  probably  tends  to  greater  accuracy  in 
the  statements  rendered. 

15.169.  (100)  It  is  also  argued  that  many  private 
traders  would  greatly  object  to  have  to  disclose 
their  exact  position  each  year,  and  to  return,  perhaps, 
large  profits  one  year,  a serious  loss  another.  At 
present,  the  fluctuations  under  the  three  years’ 
average  are  not  disclosed.  Further,  this  information 
would  become  known  in  their  offices  and  outside;  and 
in  some  cases,  it  is  alleged  the  credit  and  standing 
of  a firm  might  be  seriously  affected.* 

15.170.  (101)  A further  objection  made  to  the  change 
is  that  the  comparative  absence  of  fluctuation  in  a 
large  portion  of  the  revenue  derived  from  the  Income 
Tax,  in  consequence  of  the  three  years’  average 
system,  enables  the  Chancellor  of  the  Exchequer  to 
make  a closer  estimate  of  the  yield  of  the  tax. 
Further,  when  trade  is  falling  off  and  the  other 
branches  of  revenue  are  less  productive,  the  three 
years’  average  system  maintains  the  produce  of  the 
Income  Tax  at  a higher  figure  than  it  would  yield  if 
ba^ed  on  the  profits  of  the  previous  year.  Thus  a 
sort  of  reserve  of  income  is  formed  on  which  the  State 
can  draw  at  a time  when  profits  and  trade  are  in- 
elastic. 

15.171.  (102)  In  addition  to  this,  it  is  argued  that 
the  transition  period  would  involve  some  temporary 
loss  to  the  Exchequer ; for  in  certain  cases  the  tax- 
payer would  be  able  to  show  that  he  was  being  called 
upon  to  pay  larger  sums  than  he  otherwise  would 
have  had  to  pay,  and  would  claim  some  pecuniary 
concession. 

15.172.  (103)  On  the  other  hand,  as  regards  these  ' 
two  points;  it  may  be  noted  that  not  quite  half  of 
the  whole  Income  Tax  is  levied  on  the  three  years’ 
system,!  and  that  some  portion  of  the  income  so 
levied — the  income  of  professional  men,  employees, 
&c. — is  not  greatly  subject  to  fluctuations,  while  the 
profits  derived  from  many  of  the  trades  themselves 
fluctuate  very  little  year  by  year.  The  closeness  of 
the  annual  estimate  would  not,  therefore,  be  greatly 
disturbed.  As  regards  the  necessity  of  a rebate  to 
those  taxpayers  who  would  momentarily  suffer  from 
the  change  when  first  introduced,  it  may  be  pointed 
out  that  any  temporary  sacrifice  of  revenue,  though 
inconvenient,  would  possibly  be  more  than  compen- 
sated by  tho  permanent  increase  in  the  yield  of  tho 
tax. 

15.173.  (104)  We  have  thus  summed  up  the  princi- 
pal arguments  for  and  against  the  maintenance  of 
the  three  years’  average  system,  and  we  think  it 
probable  that  if  we  were  starting  de  novo,  the  system 
of  levying  the  tax  on  the  profits  of  the  previous  year 
would  be  considered  preferable  to  the  present  system. 

15.174.  (105)  But  we  have  to  take  into  account  the 
fact  that  the  three  years’  average  system  has  been  in 


* As  regards  the  question  of  secrecy  it  may  be  again  mentioned 
that  anv  firm  or  person  can  always  elect  to  be  assessed  not  by  the 
General  (Local)  Commissioners,  but  by  'be  Special  (Somerset 
House)  Commissioners, 
f See  paragr  ph  83. 


force  since  the  reimposition  of  the  Income  Tax  sixty 
years  ago,  and  has  given  rise  to  but  little  complaint ; 
and  that  any  change  would  necessarily  lead  to  some 
temporary  confusion  and  disturbance,  and  might  be 
unpopular.  Such  a change  could  not  be  attempted 
without  public  opinion,  and  especially  the  support  of 
business  men  behind  it,  and  so  far  the  question  seems 
never  to  have  been  seriously  considered  by  those 
principally  affected.  The  report  of  this  Committee 
may,  by  calling  attention  to  the  matter,  lead  to 
public  consideration  of  the  question;  and  if  the 
verdict  were  favourable,  we  think  the  change  would 
on  the  whole  be  advantageous. 

15.175.  (106)  The  position  of  professional  men  and 
of  employees  is  somewhat  different  to  that  of  traders, 
etc.,  and  the  argument  in  favour  of  the  average 
system  applied  in  the  case  of  the  latter,  has  not  the 
same  force  in  the  case  of  the  former.  The  employee 
is  in  receipt  of  a definite  yearly  salary,  and  to  most 
professional  men  (who  do  not  keep  books  like  a busi- 
ness firm),  it  would  probably  be  an  advantage,  because 
simpler  and  less  troublesome,  to  return  the  profits  of 
one  year,  rather  than  the  average  of  three.  It  would 
save  appeals;  and,  if  an  appeal  were  made,  it  would 
involve  less  troublesome  proof. 

15.176.  (107)  It  is  worthy  of  consideration,  there- 
fore, whether,  in  the  case  of  employees  and  profes- 
sional men,  the  income  should  not  be  returned  on  the 
receipt  of  the  previous  year  instead  of  the  three  years’ 
average.  Some  difficulty  might  possibly  arise  in 
defining  the  term  “ professional  man.”  But  we  think 
that  discretion  on  this  point  in  each  individual  case 
might  well  be  left  in  the  hands  of  the  local  Commis- 
sioners guided  by  a general  instruction  from  Somer- 
set House. 

15.177.  (108)  Assuming,  however,  that  the  average 
system  is  continued,  we  wish  to  urge  most  strongly 
that,  in  any  case,  steps  should  be  taken  to  redress  the 
anomalies  due  to  Section  133  as  amended.  These 
anomalies  have  already  been  referred  to  above.  We 
agree  with  the  witnesses  who  have  represented  to  us 
that  the  relief  thus  afforded  is  an  unjustifiable  con- 
cession to  a particular  class  of  taxpayers,  viz.,  those 
assessed  under  the  average  system,  as  compared  with 
all  other  taxpayers ; and  that  within  that  class  the 
relief  is  granted  without  any  reference  to  the  merits 
of  the  particular  case.  The  application  of  Section 
133  to  those  businesses  which  are  already  assessed  on 
the  profits  of  the  preceding  year  (i.e. , railways,  &c.) 
is  especially  unreasonable. 

15.178.  (109)  In  our  opinion  the  provisions  of  Sec- 
tion 134  of  the  Act  of  1842  (which  gives  a discretion 
to  the  Commissioners  in  cases  of  loss  or  diminution  of 
profits  owing  to  specific  causes),  and  of  Section  23 
of  the  Customs  and  Inland  Revenue  Act,  1890  (which 
deals  with  losses),  would  be  sufficient  to  prevent  hard- 
ship to  any  individual. 

15.179.  (110)  We,  therefore,  recommend  the  repeal 
of  Section  133  of  the  Act  of  1842  and  Section  6 of 
the  Act  of  1865. 

15.180.  (Ill)  Our  attention  has  also  been  called  to 
the  anomalies  caused  by  the  attempt  to  apply  the 
average  system  during  the  first  three  years  of  a new 
business  under  the  rules  of  the  First  Case  of  Schedule 
D.  We  understand  that  the  Revenue  authorities  do 
not  in  practice  press  for  the  tax  on  amounts  in  excess 
of  the  actual  profits;  and  we  recommend  that  the 
law  should  be  altered  so  as  to  provide  that  during 
the  first  three  years  of  a new  business,  the  assess- 
ment should  tie  based  on  the  actual  profits  of  each 
year,  adjusted,  if  necessary,  at  the  close  of  the  year. 
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15,181.  ANNEXE  m. 

Income  Tax  Act,  1918. 

Prolusions  relating  to  relief  from  Income  Tax  in  respect  of  new  businesses , cessations,  successions,  losses  in  trading,  &c. 


References  to  Income  Tax 
Act,  1918. 


Sources  of  income  to  -which 
provisions  apply. 


Nature  of  provision. 


Rule  8 (1)  of  the  Rules 
applicable  to  Cases  I and 
II  of  Schedule  D. 


Rule  8 (2)  of  the  Rules 
applicable  to  Cases  I and 
II  of  Schedule  D. 


Rule  9 of  the  Rules  ap- 
plicable to  Cases  I and 
II  of  Schedule  D. 


Rule  11  of  the  Rules  ap- 
plicable to  Cases  I and 
II  of  Schedule  D. 


Rule  3 . of  the  Miscel- 
laneous Rnles  applica- 
ble to  Schedule  D. 


Trades,  professions,  and  voca- 
tions ; also  concerns  in  No. 
Ill,  Schedule  A.  ( New 
businesses .) 


Trades,  professions  and  voca- 
tions ; also  concerns  in  No. 
Ill,  Schedule  A.  {Discon- 
tinuance of  business.) 


Trades,  professions  and  voca- 
tions ; also  concerns  in  No. 
Ill,  Schedule  A.  {Change 
of  oivnership.) 


Trades,  professions  ; also  con- 
cerns in  No.  Ill,  Schedule  A. 
{Change  of  ownership  or 
change  in  partnership.) 


Profits  assessed  under  Schedule 
D,  also  concerns  in  No.  Ill, 
Schedule  A.  ( Cessation , 

succession , dec.) 


Where  the  business  has  been  set  up 
within  the  period  of  three  years  on 
which  the  average  is  based,  or  within 
the  year  of  assessment,  reduction 
of  the  assessment  to  the  amount  of 
the  actual  profits  of  the  year  may  be 
claimed. 

(1)  Taxpayer  may  in  year  of  discon- 
tinuance claim  to  be  assessed  upon 
actual  results  instead  of  usual  average. 

(2)  He  may  further  claim  repayment  of 
any  excess  of  tax  paid  in  the  aggre- 
gate in  the  three  preceding  years 
over  the  total  tax  which  he  would 
have  paid  if  assessed  in  each  of  these 
years  on  the  actual  profit. 

(1)  Surveyor  to  certify  particulars  of 
any  change  of  ownership  to  the  Com- 
missioners. 

(2)  Assessment  to  be  divided  ; a fair 
proportion  to  be  charged  to  the  new 
proprietor  and  the  person  assessed 
to  be  relieved  accordingly. 

Assessment  to  be  based  on  usual  average 
notwithstanding  a change  of  owner- 
ship or  in  partnership  unless  diminu- 
tion of  profits  from  a specific  cause 
arising  after  or  by  reason  of  the 
change  is  proved. 

(1)  Application  may  be  made  for  relief 
in  cases  of  cessation,  death  or  bank- 
ruptcy during  year  of  assessment  or 
of  loss  from  any  other  specific  cause 
of  the  profits  assessed. 

(2)  Such  relief  to  be  given  as  is  just, 
but 

(3)  Subject  to  Rule  9,  Cases  I and  II 
{vide  above),  a successor  to  any  trade, 
profession  or  vocation  is  to  pay  the 
full  tax  charged  unless  he  proves 
diminution  of  profits  from  a specific 
cause  since  or  by  reason  of  the  suc- 


Rule  13  of  the  Rules  ap- 
plicable to  Cases  I and 
II  of  Schedule  D. 
Section  34 


Schedule  A,  No.  Ill,  Rule 
2 proviso. 


Schedule  A,  No.  111. 
Rule  7. 


Trades  ; also  concerns  in  No. 
Ill,  Schedule  A.  {Loss.) 

Trades,  professions,  employ- 
ments or  vocations,  husban- 
dry, woodlands  assessed 
under  Schedule  D.  {Loss.) 


Mine  {failing)  ... 


Mine  carried  on  by  a company 
of  adventurers.  {Loss.) 


cession. 

A person  interested  in  two  or  more 
trades,  &c.,  may  set  losses  in  one 
against  profits  in  others. 

A person  sustaining  a loss  may  apply 
for  an  adjust'tnent  by  reference  to  the 
loss  and  to  his  total  income  for  the 
year. 

Repayment  of  tax  on  amount  of  loss  to 
be  granted  (up  to  amount  of  tax  paid). 
Amount  of  loss  on  which  tax  is  repaid 
not  to  be  deducted  in  computing 
assessments  for  subsequent  years. 

Partial  failure.— Preceding  year  may 
be  adopted  as  basis  of  assessment 
instead  of  five  years’  average. 

Total  failure  during  year. — Assessment 
may  be  wholly  discharged. 

An  adventurer  may  set  his  share  of  any 
loss  in  a mine  so  carried  on  against 
profits  in  any  other  such  mine. 
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Annexe  III. — continued. 

References  to  Income  Tax 

Sources  of  income  to  which 

Nature  of  provision. 

Act,  1918. 

provisions  apply. 

Section  48 

Diminution  of  profits  assessed 

(1)  The  taxpayer  may  claim  to  substi- 

under  Schedule  D.  (“  War 
relief.") 

tute  an  average  of  three  years  includ- 
ing the  year  of  assessment  for  the 
average  of  three  preceding  years  in 
cases  where  owing  to  the  war  the 
profits  of  the  year  of  assessment  fall 
short  of 

( a ) the  amount  assessed  and 
(&)  the  new  average  (including  the 
year  of  assessment).  (Where 
the  profits  of  the  year  of 
assessment  are  less  than  ( a ) 
but  greater  than  (&)  the 
assessment  is  in  practice  re- 
duced to  the  profits  of  the 
year.) 

(2)  Taxpayers  on  Active  Service  during 
any  portion  of  the  year  of  assessment 
may  claim  reduction  to  the  actual 
profits  of  the  year. 

Section  44  

Total  income.  (“War  relief.”) 

An  individual  whose  actual  income 
from  all  sources  for  the  year  of  assess- 
ment falls  short  of  his  total  statutory 
income  by  more  than  10  per  cent, 
may  claim  repayment  of  the  amount 
paid  in  excess  of  the  tax  on  his  actual 
income. 

[This  concludes  the  evidence-in-chief .] 


15.182.  Chairman:  The  last  time  you  were  here  we 
had  not  very  much  time  in  the  afternoon,  and  I think 
some  of  us  were  sorry  on  that  account,  but  we  have 
the  pleasure  of  seeing  you  this  morning,  and  I think 
we  can  spend  the  whole  morning  with  you.  Mr.  Kerly 
will  commence  the  examination? — Thank  yon,  my 
lord. 

15.183.  Mr.  Kerly:  I will  take  first,  if  you  please, 
your  paper  on  the  suggested  lower  rate  for  deduction 
at  the  source.  You  point  out  in  your  third  paragraph 
that  there  would  be  considerable  advantages  about 
that.  In  addition  to  those  it  would  make  the  matter 
of  foreign  investors  easier,  would  it  not? — Non- 
resident investors,  if  they  are  to  be  entitled  to  a 
return  of  tax? 

15.184.  In  any  event  it  would  relieve  them  by  charg- 
ing • them  a lower  rate  ? — It  would  relieve  them, 
certainly. 

15.185.  The  simplification  of  the  administration 
might  be  enormous,  might  it  not? — On  the  whole  I 
really  doubt  Avhether  there  would  be  any  real  simpli- 
fication, having  regard  to  the  counterbalancing  dis- 
advantages. There  would  be  simplification  in  certain 
directions  unquestionably,  but  when  you  take  it  as 
a whole  I doubt  whether  there  would  be  much  simpli- 
fication, or  any. 

15.186.  I should  have  thought  there  would  be  an 
immense  simplification.  Just  let  me  see  if  this  is 
a fair  example  of  what  has  to  be  done  by  a Surveyor 
at  present.  Take  a man  who  has  £1,000  a year  from 
business,  £200  a year  from  property,  and  £200  a 
year  from  railway  dividends.  In  the  £1,000  there 
is  no  deduction  at  the  source  and  you  have  to  calcu- 
late his  rate  upon  that,  which  at  present  would  be 
3s.  9d.  on  a total  income  of  £1,400  a year? — Yes. 

15.187.  Then  he  has  got  £200  a year  from  property. 
At  the  present  time  you  are  making  an  attempt  to 
make  the  deduction  from  that  at  the  proper  rate,  are 
you  not? — Yes,  that  is  so. 

15.188.  But  in  order  to  do  that  you  have  to  find 
what  his  proper  rate  is  on  his  income  for  the  year  in 
question  ? — Yes, 


15.189.  Assuming  that  his  income  is  £1,400,  you 
would  be  deducting  from  that  4s.  6d.  ? — From  the 
property,  yes. 

15.190.  Then  from  his  £200  from  railway  dividends 
you  deduct,  or  the  company  deduct,  at  6s.? — Yes. 

15.191.  He  then  comes  with  a claim  for  repayment? 
—No,  he  then  comes  to  make  a return  of  his  earned 
business  income. 

15.192.  I agree.  He  is  going  to  get  an  allowance 
against  it? — That  is  so. 

15.193.  In  respect  of  the  £200  from  property  he 
wants  nothing  if  the  deduction  happened  to  be  at  the 
right  rate? — That  would  be  so. 

15.194.  But  if  in  fact  his  income  is  slightly  different 
from  what  was  assumed  when  the  deduction  was  made, 
he  has  got  to  have  an  adjustment  for  that? — I think 
under  our  present  system  I ought  to  object  to  the 
word  “ slightly,”  because  the  zones  are  zones  of  £500, 
and  with  so  wide  a zone  it  happens  on  very  few  occ&- 
sions  now  that  a man’s  income  is  carried  above  or 
below  a limit  so  as  to  alter  the  rate.  I mean  that 
the  3s.  9d.  rate  applies  from  £1,000  to  £1,500  in  the 
case,  of  earned  income,  or  from  £500  to  £1,000  in  the 
case  of  unearned  income. 

15.195.  And  to  that  extent  the  deduction  from  in- 
come received  from  property  will  stand  and  there  will 
be  no  further  adjustment? — I think  that  would  repre- 
rent  the  position. 

15.196.  Then  as  regards  railway  dividends  he  wants 
back,  or  to  have  credit  for,  the  difference  between  6s. 
and  3s.  9d.  ? — Between  6s.  and  4s.  6d. ; that  is  un- 
earned income. 

15.197.  I beg  your  pardon;  I find  it  very  difficult  to 
follow  the  figures? — They  are  rather  puzzling. 

15.198.  He  wants  Is.  6d.  back  on  that? — That  is  so. 

15.199.  And  all  that  has  to  be  done  with  every  tax- 
payer who  is  in  the  same  position?— Yes. 

15.200.  I have  only  given  him  two  investments,  but 
he  might  well  have  ten? — I am  not  quite  sure  about 
that.  If  he  has  £200  from  railway  dividends  that 
£200  may  represent  the  investments  in  ten  railways.  I 
do  not  think  you  would  very  easily  get  ten  different 
sources  of  income,  in  the  sense  of  a different  typo 
for  each  source.  You  have  dividends  and  property 
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and  business  inoome  and  one  or  two  other  things, 
but  I think  you  would  not  easily  find  ten  separate 
sources  in  the  sense  in  which  I think  you  are  usin°- 
the  term.  ° 

15.201.  You  say  they  would  fall  into  groups? — They 
would  fall  into  groups. 

15.202.  The  property,  of  course,  might  be  in  several 
different  places? — Yes. 

15.203.  And  the  deduction  would  have  to  be  pro- 
perly made  and  recorded  in  each  case  where  the 
property  was  assessed  ?— Yes ; the  officer  who  got  the 
return  of  the  total  income  would  have  to  communi- 
cate with  the  different  districts  where  the  property 
was  situate. 

15.204.  I suggest  to  you  that  is  quite  an  ordinary 
type  of  case  which  I have  taken— an  income  of 
£1,400? — Yes,  I should  not  regard  that  as  an  excep- 
tional case. 

15.205.  Does  not  that  mean  an  enormous  number 
of  calculations  and  correspondence  with  the  taxpayer 
and  the  Surveyor’s  office? — It  means  a very  large 
number  of  calculations  certainly,  but  the  arithmetic  is 
not  very  difficult;  it  is  a mere  matter  of  arithmetic; 

I do  not  think  the  calculation  is  in  itself  a very 
difficult  calculation. 

15.206.  It  is  not  a difficult  calculation,  I appreciate; 
but  it  means  constant  communication  with  the  tax- 
payer, and  in  the  case  of  property,  at  any  rate, 
between  possibly  several  different  Surveyors?— That 
may  be  so.  Of  course  as  regards  communication  with 
the  taxpayer,  in  very  many  cases  at  any  rate  he 
brings  in  his  return,  the  calculation  is  worked  out  in 
his  presence,  and  the  whole  thing  is  settled  in  per- 
haps half-an-hour’s  interview. 

15.207.  It  is  the  fact  that  the  public  have  great 
difficulty  in  understanding  what  they  have  got  to 
pay  on? — Yes,  I am  afraid  that  is  true;  they  fre- 
quently have. 

15.208.  And  why  they  are  charged  different  sums 
and  different  deductions  are.  made? — Yes. 

15.209.  Supposing  you  had  a flat  rate  up  to  £1,000 
a year,  with  an  allowance  for  earned  income,  and 
supposing  you  put  the  unearned  rate  at  4s.?— That, 
or  course,  is  a higher  rate  than  3s.  9d. 

15.210.  Yes,  slightly  higher;  and  the  earned  rate 
at  3s.  I am  suggesting  4s.  as  a convenient  round  sum. 
And  suppose  you  started  your  Super-tax  above  £1,000 
a year,  s<5  that  every  pound  beyond  the  £1,000  would 
have  its  proper  charge  and  be 'taken  on  total  income 
for  the  Super-tax.  Then  in  addition  you  would  want 
to  provide  for  graduation  below  £1,000? — Yes. 

15.211.  That  you  could  do  by  abatements? — Yes, 
you  could  do  it  by  abatements,  but  it  becomes  more 
and  more  difficult  the  higher  you  put  your  flat  rate, 

I think. 

15.212.  I am  putting  it  at  4s.,  which  is  approxi- 
mately the  present  amount? — Yes. 

15.213.  Supposing  you  take  some  such  scale  as  this: 

I am  trying  to  follow  as  nearly  as  possible  the  present 
rates.  The  total  exemption  at  present  is  £130,  is  it 
not? — £130  is  the  present  exemption. 

15.214.  Where  does  that  begin? — Incomes  not  ex- 
ceeding £130  are  not  taxed.  I think  you  mean  the 
abatement.  The  first  abatement  is  £120. 

15.215.  What  I suggest  to  you  is  that  you  should 
arrange  your  abatement  on  some  such  scale  as  this: 
allow  an  abatement  of  £160  up  to  £400 ; an  abatement 
of  £120  up  to  £600.  that  is  between  £400  and  £600 ; 
an  abatement  of  £80  between  £600  and  £800;  and  an 
abatement  of  £40  between  £800  and  £1,000.  It  has 
been  suggested  to  me  that  if  those  figures  are  worked 
cut  they  will  produce  tables  which  are  very  nearly  the 
same  as  the  present  rate  if  you  take  into  account  the 
suggested  allowances  for  wife,  first  child  and  other 
children.  My  suggestion  is  that  the  wife’s  allowance 
should  be  £80,  with  £40  for  the  first  child  and  £30 
for  each  of  the  other  children? — Yes,  I follow. 

15.216.  I have  before  me  tables  which  have  been 
worked  out;  I will  not  attempt  to  take  you  through 
them,  but  I suggest  to  you  that  they  show  that  that 
would  give  results  which  are  approximately  very  near 
the  present  figures?— Of  course  I accept  that  from 
you  ; I have  not  had  an  opportunity  of  checking  it. 

15.217.  Would  not  that  lead,  first  of  all,  to  an 
immense  simplification  in  the  work?— Looking  at  that 
particular  section,  T think  it  would. 


15.218.  And  it  would  have  the  further  advantage 
that  it  would  enable  the  taxpayer,  if  he  applied 
reasonable  intelligence  to  the  matter,  really  to  under- 
stand on  what  system  he  was  being  taxed?— It 
would  certainly  assist  him  in  that  direction ; I 
should  not  object  to  that. 

15.219.  In  paragraph  6 of  your  paper  No.  I.,  you 
say  that  a lower  flat  rate  would  reduce  the  number 
of  repayment  claims  by  20  per  cent.,  and  the  amounts 
to  be  repaid  would  be  substantially  reduced? — Yes. 

15.220.  That  is  its  main  attraction  apart  from 
simplification? — Yes.  I have  put  the  word  “only” 
before  that  20  per  cent.  I have  suggested  that  the 
number  of  repayment  claims  would  not  be  reduced 
so  substantially  as  perhaps  might  at  first  sight  be 
expected. 

15.221.  You  somewhere  give  these  figures.  You 
have  assumed  a reduction  to  3s.  9d.  instead  of  to  4s., 
which  I have  suggested  as  a much  more  convenient 
figure? — Yes.  I took  3s.  9d.  because  it  was  the  actual 
figure. 

15.222.  I follow  that.  I think  you  say  there  are 
940,000  claims,  and  you  suggest  that  it  would  be 
20  per  cent,  of  those  that  would  be  saved?— That  is 
what  we  suggest. 

15.223.  I make  that  to  be  188,000  claims  ? — Yes,  that 
is  approximately  the  figure. 

15.224.  Now  on  your  940,000  claims,  540,000  are 
claims  for  total  exemption  ?— Yes,  that  is  the  case. 

15.225.  So  that  when  we  are  dealing  with  saving 
of  calculation  we  have  to  disregard  those  ? — I am  not 
quite  sure  whether  I have  followed  your  point.  540,000 
claims  would  be  made  in  either  case. 

15.226.  If  we  deduct  those,  the  total  number  of 
claims  that  we  are  dealing  with,  what  I call  the 
adjustment  claims,  are  not  940,000,  hut  400,000?— 
Certainly. 

15.227.  Of  these,  50,000  are  charity  claims  and 
stand  by  themselves?— Yes,  that  is  the  case. 

15.228.  So  that  what  you  have  to  deal  with  as 
your  adjustment  claims  are  350,000  claims?— Yes. 

15.229.  And  188,000  which  you  are  going  to  save  is 
rather  more  than  half  of  those? — It  is  rather  more 
than  half  of  those,  but  I do  suggest  that  when  you 
are  considering  the  simplification  that  results,  it  is 
necessary  to  bear  in  mind  the  whole  number  of 
repayment  claims. 

15.230.  There  are  a large  number  of  repayment 
claims  which  you  cannot  deal  with,  but  I suggest  to 
you  that  the  lower  rate  which  is  proposed  will  prac- 
tically save  half  the  adjustment  claims? — Yes,  within 
that  limited  field  one  half  would  be  saved. 

15.231.  Then  you  tell  us  that  the  Commissioners 
have  in  view  some  new  method  of  dealing  with  re- 
payments of  claims.  That  is  in  paragraph  7 of  your 
paper  No.  I.? — Yes. 

15.232.  Would  you  indicate  what  are  the  lines  of 
their  proposal?  I gather  that  it  is  something  re- 
volutionary, which  is  going  to  make  a great  improve- 
ment. Will  you  just  indicate  what  the  lines  of  it 
are? — I think  the  root  idea  is  decentralisation.  At 
present  when  a taxpayer  wishes  to  make  a repayment 
claim  on  one  of  those  grounds,  abatement,  or  lower 
rate,  or  something  of  that  kind,  the  first  time  he 
makes  a claim  he  goes  to  the  Surveyor  of  Taxes  and 
settles  with  him ; the  Surveyor,  having  passed  his 
claim,  sends  it  to  Somerset  House,  where  the  repay- 
ment is  made  and  any  further  check  considered 
necessary  is  instituted.  After  the  first  year  the  tax- 
payer deals  direct  with  Somerset  House ; he  does  not  go 
through  the  Surveyor  at  all  save  in  exceptional  cases. 
But  the  Board  of  Inland  Revenue  are  quite  clearly 
of  opinion  that  verymuch  would  be  gained  by  putting 
the  whole  thing  into  the  hands  of  the  Surveyor  of 
Taxes,  abolishing  the  staff  of  the  claims  branch  at 
Somerset  House  for  all  practical  purposes,  and  letting 
the  taxpayer  go  to  his  local  man,  who  is  on  the  spot, 
and  can  see  him  and  settle  matters  very  quickly. 
When  he  has  settled  it  with  the  Surveyor,  the  repay- 
ment would  be  almost  automatic.  At  present,  as  you 
are  aware,  a good  deal  of  complaint  is  made  that  a 
claim  is  sent  in,  let  us  say,  in  April,  and.  repayment 
is  not  received  until  Juno,  July  or  August.  We  liavo 
done  a good  deal  towards  remedying  that,  but  we 
hope  to  do  a very  great  deal  more  when  we  are  able 
to  throw  the  whole  thing  upon  the  Surveyor. 
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15.233.  At  the  present  time  it  is  the  first  repayment 
which  is  so  troublesome? — The  first  repayment  is  the 
most  troublesome. 

15.234.  That  seems  to  me  to  he  a very  valuable  and 
a somewhat  obvious  step.  I have  no  doubt  there  were 
difficulties  about  not  taking  it  before.  Do  you  pro- 
pose to  provide  for  personal  application  to  the  Sur- 
veyor in  any  way? — We  should  not  make  that  com- 
pulsory, but  certainly  we  should  encourage  the  tax- 
payer to  visit  the  Surveyor. 

15.235.  I think  I have  already  drawn  attention  to 
the  analogous  case  of  the  personal  application  claims 
for  Death  Duties  at  Somerset  House  ? — Yes,  I remem- 
ber that. 

15.236.  Something  of  that  sort  might  usefully  be 
done  within  the  Surveyor’s  office,  might  it  not? — It 
might  be  done,  certainly,  to  some  extent. 

15.237.  Take  the  case,  with  which  many  of  us  are 
familiar,  of  one’s  lady  friends  and  relatives  who  come 
to  ask  for  assistance  in  making  up  their  claims.  They 
are  totally  incapable  of  doing  it  themselves.  Ought 
not  there  to  be  some  public  official  to  assist  them — 
especially  as  they  are  going  to  pay  money  to  the 
State?— Yes,  I agree,  but  perhaps  I ought  to  say  that 
to  a very  large  extent,  perhaps  to  a larger  extent 
than  is  realized,  that  is  already  done  by  the  Surveyors. 
To  a very  considerable  extent  they  do  help  these 
ladies  at  the  present  moment.  I am  not  saying  that 
it  cannot  be  carried  farther. 

15.238.  The  Surveyors  are  exceedingly  good,  accord- 
ing to  my  small  experience,  though  they  may  vary 
from  place  to  place,  as  I hear  someone  suggest ; and 
further  than  that,  the  public  do  not  know  where  to 
go  and  they  do  not  know  that  they  can  go  to  the 
Surveyor.  At  present  they  have  a piece  of  paper 
which  they  do  not  understand  and  they  do  not  know 
how  to  get  an  explanation? — I am  a little  surprised 
at  the  suggestion  that  they  do  not  know  where  to  go 
to,  because  they  are  told  pretty  clearly  where  to  go  to. 
Nearly  every  form  that  relates  to  a subject  of  this 
kind  has  a reference  to  the  local  Surveyor  of  Taxes. 

15.239.  Of  course  that  might  be  made  much  simpler 
by  a plain  statement  on  the  form : “If  you  do  not 
understand  this  form,  go  and  see  your  local  Sur- 
veyor ” ? — Yes. 

15.240.  That  is  what  would  be  done  if  you  were 
selling  chocolate  or  soap  instead  -of  extracting  taxa- 
tion?—Yes,  I agree.  What  we  say  at  the  present 
moment,  I think,  is : “If  you  wish  for  any  further 
information,  apply  to  the  Surveyor.”  It  is  not  quite 
the  same  thing. 

15.241.  That  is  part  of  the  last  material  on  the  last 
page  of  the  form,  is  it  not? — No,  my  recollection  is 
that  that  is  on  the  front  page,  but  I speak  now  from 
memory ; I may  be  wrong. 

15.242.  Very  well;  that  is  your  present  proposal. 
Then  you  point  t6  a very  serious  difficulty  if  the  rate 
is  diminished  to  4s.  on  company  reserves?— Yes. 

15.243.  That  would  mean  that  payment  on  company 
reserves,  unless  there  is  to  be  a great  loss  to  the 
State,  must  be  maintained  at  a higher  rate? — That 
would  be  so  certainly. 

15.244.  .There  would  be  no  administrative  difficulty 
in  requiring  companies  still  to  pay  at  6s.? — No,  there 
would  be  no  administrative  difficulty. 

15.245.  Would  it  work  out  in  this  way:  that  when 
a company  distributes  its  dividends,  from  which  it 
would  be  able  to  deduct  at  4s.  only,  it  would  then 
have  a claim  for  repayment  at  the  rate  of  2s.  on 
the  dividends? — Possibly  that  is  how  it  would  work 
out. 

15.246.  It  seems  to  me  to  be  right,  and  that  it  is 
perfectly  simple? — It  would  mean  keeping  a sort  of 
running  account  with  each  company  of  the  state  of 
their  reserves  and  distribution. 

15.247.  I do  not  know  whether  it  is  in  this  paper 
or  in  some  other  part  of  your  evidence,  but  do  you 
suggest  that  if  you  rely  upon  Super-tax  for  your 
graduation  above  £1,000.  there  would  be  a loss  corre- 
sponding to  the  present  loss  on  Super-tax? — Yes. 

15.248.  Is  the  present  loss  on  Super-tax  really  due 
to  insufficiency  of  staff? — I think  to  a considerable 
extent  it  is. 

15.249.  And  if  you  were  to  release,  as  I suggest  yon 
may — but  you  are  less  confident — the  energies  of  a 
considerable  number  of  people  in  regard  to  Surveyors’ 


assessments,  by  a simplification  below  £1,000,  you 
would  have  that  extra  man  power  to  turn  on  to  the 
efficient  working  of  the  Super-tax? — I am  afraid  not; 
for  this  reason.  It  seems  to  me  that  the  principal 
thing  to  bear  in  mind,  and  the  principal  set-off 
against  this  simplification  to  which  you  referred  in 
your  early  questions,  is  that  you  would  at  once  bring 
within  the  range  of  the  Super-tax  165,000  more 
people,  and  I think  they  would  completely  absorb 
the  whole  of  the  time  and  energies  of  the  present 
staff,  and  that  in  addition  we  should  require  more 
staff. 

15.250.  That  is  a very  serious  matter,  if  it  is  right. 
It  lias  been  suggested,  I think,  by  the  official  evidence 
and  by  many  witnesses,  that  as  far  as  possible  accounts 
should  be  got  from  everybody? — Yes. 

15.251.  In  order  to  make  adjustments  with  the  tax- 
payer, you  must  take  his  general  account  and  find 
what  his  total  income  is? — Yes.  May  I just  say  that 
I am  not  quite  sure  whether  we  are  speaking  of 
accounts  in  two  senses?  The  accounts  that  you  spoke 
of  first  of  all  are,  I think,  the  trading  and  profit 
and  loss  accounts  of  a business,  not  the  taxpayer’s 
schedule  of  income. 

15.252.  I appreciate  that;  but  supposing  you  get 
from  every  man  a statement  of  his  total  income;  you 
must  do  that  in  order  to  get  his  proper  rate  when 
he  comes  for  any  allowances? — Yes. 

15.253.  We  were  talking  just  now,  for  instance, 
of  3s.  9d.  You  must  know  his  total  income  in  order 
to  find  that  3s.  9d.  is  right? — Yes. 

15.254.  You  would  then  have  the  materials  for 
making  your  claim  against  him  for  Super-tax? — Y'es, 
the  total  income  return,  for  whatever  purpose  he 
rendered  it. 

15.255.  If  the  Surveyor  makes  up  the  Super-tax 
claim  he  would  have  no  more  work  to  do  with  the 
165,000  new  patients.  That  is  so,  is  it  not? — It  is 
just  a question  whether  he  would  have  a little  more 
or  a little  less ; but  if  you  grant  that  he  would  not 
have  tiiuch  less,  I should  not  press  the  view  that  he 
would  have  much  more.  I think  perhaps  the  cne 
might  balance  the  other. 

15.256.  He  would  have  the  same  number  of  people 
to  deal  with;  he  would  have  to  know  their  total 
incomes  in  order  to  find  the  proper  Super-tax ; he 
would  be  relieved  from  all  adjustments,  which  are 
got  rid  of  by  taking  a flat  rate  up  to  £1,000? — That 
is  so,  but  my  personal  opinion  is  that  the  task  of 
working  out  and  dealing  with  the  Super-tax  assess- 
ments takes  much  more  time  than  making  an  allow- 
ance against  a direct  assessment  of  so  many  eighteen- 
pences,  or  whatever  it  may  be. 

15.257.  Of  course  I only  want  to  get  your  view; 
you  are  much  more  likely  to  be  right  than  any  notion 
of  mine.  Now  will  you  turn  to  paragraph  30  of  your 
paper  No.  I,  where  you  deal  with  deductions  from 
rent?  It  is  not  directly  relevant  to  your  paragraph, 
but  it  seems  to  me  to  be  a convenient  place  to  ask 
you  a question  about  this.  Do  you  happen  to  have 
seen  the  evidence  of  Mr.  Ryde  that  is  to  be  given,  I 
think,  this  afternoon? — I admit  having  seen  it,  but 
I have  not  yet  read  it. 

15.258.  I want  to  draw  your  attention  to  para- 
graph 8 of  Mr.  Ryde’s  evidence.  This  is  a summary 
of  it.  Cases  arise  where  an  improvement  in  jpalue 
occurs  during  the  currency  of  a tenancy;  and  undei 
the  present  law  a tenant  can  deduct  tax  up  to  an 
amount  not  exceeding  the  amount  of  the  duty  on  the 
rent.  This  often  imposes  a hardship. on  the  owner, 
and  it  is  suggested  by  Mr.  Ryde  that  except  in  the 
case  of  a repairing  lease  the  tenant  should  not  be 
allowed  to  claim  a greater  sum  from  the  owner  than 
the  owner  would  have  to  pay  had  he  himself  paid 
the  tax.  Do  you  follow  that? — Yes,  I think  I follow 
the  suggestion. 

15.259.  That  does  seem  to  be  an  injustice,  and  the 
greater  injustice  because  he  cannot  deal  with  it  by 
contract  with  the  tenant.  He  is  forbidden  to  make 
a contract  which  will  stop  the  tenant  deducting  a. 
larger  sum  than  he,  the  owner,  ought  to  pay? — There 
is  an  anomaly  there,  certainly;  we  recognizo  that. 

15  260.  I thought  it  would  be  convenient  to  get 
your  view  of  that.  I think  that  is  all  I want  to  ash- 
yon  upon  your  first  paper.  May  I now  take  yonr 
paper  on  averages? — Tf  you  please. 
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15.261.  Chairman : I think  it  will  be  more  con- 
venient to  take  the  first  paper  by  itself;  other  mem- 
bers of  the  Commission  will  now  ask  questions  upon 
it. 

15.262.  Mr.  McLintock : I take  it  that  the  sugges- 
tion is  to  have  a claims  branch  at  all  the  centres. 
You  refer  to  the  Surveyor;  would  you  not  have  an 
actual  claims  branch? — We  should  have  what  I may 
call  a skeleton  of  the  claims  branch  as  compared 
with  the  present  claims  branch ; because  there  would 
be  certain  claims  which  would  still  have  to  come  to 
Somerset  House,  the  charity  claims,  for  instance. 

15.263.  Take  the  big  cities;  is  your  suggestion  just 
to  augment  each  existing  Surveyor’s  staff  to  enable 
him  to  deal  with  all  the  claims  that  arise  from  the 
taxpayers  in  his  particular  district? — That  is  the 
idea., 

15.264.  But  not  to  centralise  the  claims  in  each 
district  ? — No. 

15.265.  With  a reference  to  the  Surveyor,  say,  in 
each  district? — The  idea  is  that  each  Surveyor  should 
deal  with  the  claims  arising  in  his  own  district. 

15.266.  And  then  pass  on  a slip  to  the  Collector  to 
pay? — Then  pass  on  a slip  to  the  Accountant 
General  to  pay. 

15.267.  You  do  at  present  refer  a great  many 
claims  back  to  the  Surveyors,  do  you  not? — A very 
considerable  number. 

15.268.  That  is,  they  have  the  work  to  do  at  pre- 
sent, even  although  the  claim  is  supposed  to  be  dealt 
with  at  Somerset  House? — They  do  not  have  all  the 
work  to  do.  The  first  claim  having  been  made  and 
scrutinized  rather  closely,  when  the  second  year’s 
claim  comes  up  from,  say  for  the  sake  of  argument, 
a lady  who  has  a more  cr  less  fixed  income,  if  the 
items  are  about  the  same  it  may  be  possible  to  pass 
that  claim  without  referring  it  to  the  Surveyor  at 
all. 

15.269.  There  is  a certain  amount  of  duplication 
goes  on  even  to-day? — There  is. 

15.270.  Which,  of  course,  would  be  abolished 
altogether  ? — Yes. 

15.271.  On  the  question  of  a lower  rate  at  which 
the  fiat  rate  is  to  be  deducted,  you  refer  to  the  eva- 
sion as  it  appears  from  Super-tax  up  to  now? — Yes. 

15.272.  Is  not  a large  part  of  the  difficulty  that 
you  cannot  compel  the  individual  to  return  the  de- 
tails of  his  income  ? — Unquestionably  that  adds  to  the 
leakage. 

15.273.  Your  view  is  that  it  would  disclose  a good 
many  things  which  you  do  not  otherwise  know,  if  it 
were  compulsory  to  send  a detailed  schedule  of  the 
various  sources  of  income  ? — Yes,  very  definitely,  I do 
think  so. 

15.274.  Mr.  Birley : On  the  question  of  the  rate  of 
tax  to  be  deducted,  whether  it  should  be  the  average 
of  the  several  rates  applicable  to  the  period  during 
which  the  income  accrued,  or  the  rate  at  the  time 
of  payment,  I take  it  you  would  agree  that  the 
average  rate  is  the  more  accurate? — The  average  rate 
is  the  more  accurate. 

15.275.  And  that  the  only  reason  to  make 
an  alteration  is  the  difficulty  on  the  part  of  the 
recipient  in  understanding  the  rate  that  is  being 
deducted? — Yes. 

15.276.  Is  that  really  a serious  difficulty?  Have  you 
ever  heard  anyone  complain  about  it? — We  have  a 
good  deal  of  complaint  whenever  the  rate  of  tax 
changes.  As  long  as  the  rate  of  tax  remains  level 
the  complaint  is  never  heard  at  all,  but  during  recent 
years,  when  the  rate  of  tax  has  changed  several  times, 
complaints  have  been  heard  each  time. 

15.277.  Might  not  the  deduction  of  the  rate  at  the 
time  of  payment  lead  to  hardship?  For  instance, 
many  companies  close  their  books  at  the  end  of 
December.  They  prepare  their  accounts,  and  some  do 
it  quickly,  and  some  would  get  their  dividends  paid 
before  the  5th  April  and  deducted  at  one  rate,  and  a 
company  not  quite  so  quick  would  pay  after  the  5th 
April,  and  deduct  at  another  rate? — I agree  it  does 
involve  that  possible  discrepancy  as  between  two  com- 
panies. 

15.278.  Do  you  think  the  complaints  from  the  public 
are  serious  enough  to  make  an  alteration  from  a 
strictly  more  accurate  system? — We  do  not  really  put 
it  very  high.  We  do  not  press  very  hard — I do  not 
know  that  we  press  at  all — for  this  change.  We  only 


say  that  if  the  public  demand  really  is  for  something 
they  can  understand  in  connection  with  this  parti- 
cular matter,  we  would  make  this  proposal. 

15.279.  I can  quite  see  it  would  be  simpler,  but 
it  does  not  seem  that  it  would  be  accurate,  and  it 
might  lead  to  hardship? — It  certainly  might  lead  to 
hardship,  if  you  look  at  an  isolated  case  by  itself, 
but  in  the  long  run  probably  i't  would  work  out  all 
right. 

15.280.  On  the  question  of  emoluments  paid  “ free 
of  tax,”  you  say,  in  paragraph  35  of  your  paper  No.  1, 
that  payments  made  “ free  of  tax  ” might  involve 
some  risk  that  only  the  net  amount  of  the  emoluments 
would  be  taxed — would  be  returned,  I suppose  that 
means,  by  the  recipient? — Probably  by  the  officer  of 
the  company  making  a return. 

15.281.  Where  is  that  risk?  Do  you  not  receive 
from  every  company  a list  of  the  actual  amounts  paid 
bo  their  servants,  which  would  show  whether  they  were 

free  of  Income  Tax  ”? — We  do  receive  such  a list, 
and  it  should  give  that  information,  but  I would  not 
like  to  say  that  that  is  always  accurately  filled  up. 

15.282.  That  is  where  the  risk  comes  in? — That  is 
where  the  risk  comes  in. 

15.283.  Mr.  McLintock : Do  they  return  the  salary 
generally  that  is  paid,  and  do  not  include  the  tax  ? — 
I think,  until  recently,  that  was  very  nearly  uni- 
versally true,  and  I think  something  has  recently  been 
put  on  the  form  to  draw  attention  to  the  fact  that 
if  the  tax  is  paid,  it  has  to  be  added. 

15.284.  Mr.  Birley : If  you  had  such  a remark  put 
on  the  form,  it  would  do  away  with  that  risk? — I am 
not  quite  sure ; we  should  get  carelessness  even  then. 

15.285.  Of  course  it  is  a hopelessly  inaccurate  re- 
turn unless  it  gives  that? — It  is,  certainly. 

15.286.  Mr.  McLintock  : The  discovery  is  left  to  the 
Surveyor  who  examines  the  company’s  account,  to  find 
out  on  whose  behalf  the  Income  Tax  charged  was 
paid  ? — Yes. 

15.287.  A very  difficult  matter? — A very  difficult 
matter  indeed. 

15.288.  Mr.  Marks:  With  regard  to  this  question 
of  “ accruing  rate  ” and  “time  of  payment  rate,” 
would  not  a good  deal  of  confusion  be  avoided  if  the 
rate  deductible  were  the  rate  in  force  at  the  time 
when  the  payment  became  due  and  payable,  instead 
of  the  time  of  payment  or  the  accruing  time? — That 
is  our  suggestion;  that  if  any  change  is  made,  it 
should  be  to  the  rate  in  force  when  the  payment 
becomes  due  and  payable. 

15.289.  I am  afraid  I have  missed  that? — You  will 
see  a footnote  to  paragraph  23,  which  I think  ex- 
plains that. 

15.290.  That  is  not  my  point,  quite.  Whenever  the 
payment  is  made,  I suggest  the  rate  of  tax  which 
should  be  deducted  is  the  rate  at  the  time  when  it 
was  due? — Yes,  that  really  is  our  suggestion.  May 
I take  a case? 

15.291.  I will  not  take  up  any  more  time,  if  yoii 
say  that  is  your  suggestion? — Yes,  that  is  the  sug- 
gestion ; I am  sorry  if  it  is  not  quite  clear. 

15.292.  Dr.  Stamp : Following  up  a few  of  the 
questions  asked  by  Mr.  Kerly  about  the  comparative 
advantages  of  having  Super-tax  down  to  a lower 
level,  and  so  saving  repayment  claims,  I take  it  really 
the  point  at  issue  is  this : that  you  have  the  same 
number  of  total  income  statements  to  deal  with,  but 
in  the  one  case  you  are  looking  at  them  from  tlm 
point  of  view  of  calculating  allowances  and  adjust- 
ments, and  either  setting  them  off  against  assess- 
ments or  repaying  them,  whereas  in  the  other  you 
are  looking  at  the  statement  with  a view  to  calculat- 
ing a further  payment  and  its  collection? — Yes. 

15.293.  On  this  point  it  is  entirely  a matter  as  to 
which  involves  the  greater  amount  of  administrative 
work?— That  is  the  point. 

15.294.  Whether  the  calculation  of  allowances,  and 
repaying  them  or  allowing  them  against  other  assess- 
ments, is  greater  than  the  calculation  of  the  exact 
sum  of  a further  payment  and  the  collection  of  it? — 
Yes,  that  is  the  trouble  to  be  considered. 

15.295.  And  it  is  not  entirely  a matter  of  calcula- 
tion, there  is  also  the  question  of  having  machinery 
for  further  demands  and  the  recovery  of  further 
tax  P — Yes. 
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15.296.  That  has  also  to  be  taken  into  account  in 
considering  the  administrative  work? — Yes. 

15.297.  It  is  not  merely  one  of  the  calculations? — 
That  is  right. 

15.298.  Taking  the  calculation  of  a further  amount 
due  upon  the  total  income  returned — does  not  that 
involve  pretty  well  the  same  number  of  references 
to  other  officials,  for  instance,  in  the  case  of  property? 
— Precisely.  If  that  return  is  to  be  checked,  you 
have  to  refer  to  the  different  districts  in  which  the 
property  is  situated. 

15.299.  The  case  put  to  you  was  this : that  a man 
has  £200  from  property,  we  will  say,  situated  in  three 
different  districts.  One  Surveyor  has  to  communicate 
with  the  Surveyors  there  and  tell  them  that  the  tax- 
payer making  a return  to  him  at  the  centre  where 
he  resides,  has  a property  or  a house  in  that  other 
Surveyor’s  district  which  is  to  be  charged  at  a certain 
rate,  and  the  receiving  Surveyor  then  has  to  make 
the  calculation  in  his  book.  That  is  what  happens 
under  the  present  system? — Yes. 

15.300.  What  would  happen  under  the  extended 
Super-tax  system  would  be  that  he  would  still  have 
to  write  to  that  Surveyor  to  find  out  the  actual  value 
of  the  property? — Yes,  a similar  process  would  have 
to  be  gone  through. 

15.301.  May  I put  it  in  this  way?  That  this  ex- 
tended method  has  this  disadvantage,  that  in  the 
first  place,  having  advised  the  Surveyor  that  tho 
property  in  his  district  is  chargeable  at,  we  will 
say,  4s.  6d.,  if  there  should  be  a slight  alteration  in 
the  value  of  that  property,  if  it  should  be  reduced 
through  the  rent  being  reduced,  or  if  it  should  be 
void  for  a quarter,  the  allowance  will  at  present 
look  after  itself  in  that  Surveyor’s  district,  and 
need  not  be  communicated  in  the  ordinary  way  to 
the  central  Surveyor? — That  is  the  case. 

15.302.  Whereas  if  a calculation  is  being  made  at 
the  centre  for  a further  payment  of  duty,  it  has 
got  to  be  calculated  exactly,  and  every  such  allowance 
as  that  must  be  communicated  to  the  centre? — Yes, 
that  is  the  case. 

15.303.  Does  not  that  lead  to  the  view  that,  on  the 
whole,  there  is  greater  administrative  work  in  the 
calculation  of  the  exact  payment  of  further  duty, 
than  where  these  local  allowances  look  after  them- 
selves?---! think  it  does;  that  is  certainly  my  view. 

15.304.  On  the  pure  question  of  administration 
only? — On  the  pure  question  of  administration.  I 
think  it  is  only  when  you  consider  one  section  by 
itself,  say  people  under  £1,000,  that  you  may  say: 
“ here  we  gain.”  If  you  consider  the  other  sections 
with  it,  then  we  do  not  gain  at  all ; we  lose. 

15.305.  Coming  now  to  the  questions  about  the  rate 
of  deduction  of  tax.  The  present  position  is  that 
if  payments  are  made  which  are  wholly  out  of  profits 
and  gains  brought  into  charge,  the  accruing  rate  can 
be  deducted? — Yes. 

15.306.  If,  however,  they  are  oul  of  piofits  and 

gains  which  are  not  so  brought  into  charge,  the  time 
of  payment  is  the  matter  that  rules  the  rate? — Yes. 
that  is  so.  .. 

15.307.  Does  not  one  really  get  various  anomalies 
through  that  system? — Unquestionably. 

15.308.  Take  the  case  of  a Municipal  Corporation 
which  has  trading  profits.  That  corporation  may  be 
assessed  upon  the  amount  of  interest  that  it  pays  as 
a whole? — Yes. 

15.309.  But  if  its  profits  from  trade  are  in  excess 
of  that  interest,  then  that  interest  assessment  lapses? 
— Yes. 

15.310.  So  that  the  borough  treasurer  has  to  make 
up  his  mind,  does  he  not,  when  he  is  going  to  deduct 
tax,  whether  the  payments  he  is  making  are  going 
to  be  made  out  of  the  one  kind  of  assessment  or  the 
other? — He  ought  to  do  so,  but  I am  not  sure  that 
he  does  not  sometimes  give  it  up  as  a bad  job,  and 
deduct  at  the  wrong  rate. 

15.311.  It  is  extraordinarily  difficult  for  him  to 
make  up  his  mind? — Yes. 

15.312.  He  savs:  “ the  total  interest  I am  going  to 
pay  here  is  £10,000;  my  profits  may  be  £8,000,  or 
they  may  be  £12.000”;  and  if  he  thinks  they  are 
going  to  be  £12,000,  be  can  deduct  at  the  accruing 
rate? — Yes,  provided  his  opinion  turns  out  to  be 
correct. 


15.313.  But  if  they  should  be  £8,000,  not  £10,000, 
then  there  is  a balance  of  assessment.  He  cannot  say 
that  the  interest  is  paid  wholly  out  of  profits  and 
gams? — No. 

15.314.  And  he  should,  in  strictness,  deduct  at  a 
higher  rate? — That  is  the  case. 

15.315.  Such  anomalies  as  that  run  all  through  the 
system  of  Income  Tax  deduction? — Yes,  they  do. 

15.316.  If  it  is  more  natural  for  the  ordinary  man 
to  think  of  the  proper  deduction  as  being  at  accru- 
ing rates,  we  should  have  to  turn  a number  of  the 
present  cases  of  “ time  of  payment  rate  ” into  the 
equivalent  ? — Y es. 

15.317.  But  it  breaks  down  when  you  come  to  pay- 
ments from  abroad? — That  is  so. 

• 15,318.  It  does  not  break  down  till  you  get  there, 
does  it? — No,  I do  not  think  it  does.  I speak  with- 
out considering  the  point  very  carefully,  but  I think 
it  could  be  done  in  every  case  except  in  the  case  of 
payments  in  respect  of  coupons  payable  abroad. 

15.319.  Take,  for  instance,  the  case  of  interest  paid 
by  a Municipal  Corporation.  There  is  a period  of 
accrual  there,  therefore  that  could  be  assimilated  to 
the  accruing  rate? — Yes. 

15.320.  Take  the  interest  which  is  being  paid  during 
the  construction  of  a railway,  or  the  sinking  of  a pit, 
before  there  are  any  profits  or  gains,  that  interest 
is  being  paid  for  a particular  period ; the  accruing 
rate  could  be  deducted  there? — Yes. 

15.321.  Take  the  case  of  a business  which  is  being 
run  at  a loss,  but  where  debenture  interest  is  being 
paid.  That  is  another  case? — Yes. 

15.322.  You  would  avoid  certain  anomalies  in  cases 
where  payments  are  being  made  of  interest  which  has 
accumulated  over  a number  of  years? — You  would. 

15.323.  Supposing  a payment  has  to  be  made  repre- 
senting interest  that  has  accrued  over  three  or  four 
years,  it  is  fairer,  is  it  not,  to  take  the  accrual 
period,  than  the  last  date? — I certainly  think  it  is 
fairer  to  spread  the  rate,  as  it  were,  over  the  period. 

15.324.  Therefore,  would  not  a possible  improvement 
on  the  present  position  be,  not  the  line  that  you 
suggest,  but  to  adopt  what  many  people  might  call 
the  more  natural  idea  of  “ accrued  rate  ” for  every- 
thing when  the  period  of  accrual  :s  known  and  it 
arises  in  this  country,  keeping  the  “ time  of  payment 
rate  ” only  for  payment  through  agents  in  the  case 
of  foreign  payments? — I think  there  would  be  con- 
siderable advantages  ; but  there  is  this  point : that  the 
public  would  still  be  left  in  a maze,  because  whenever 
the  rate  of  tax  changes,  if  you  are  dealing  with  an 
accruing  period,  you  have  to  deduct  partly  at  one 
rate,  and  partly  at  another. 

15.325.  Could  you  get  over  that  difficulty  in  regard 
to  the  person  who  pays  on  a dividend  warrant,  by 
showing  the  calculation  of  one  quarter  at  5s.  and  one 
quarter  at  6s.?— I think  that  would  deal  with  the 
company  case  very  well,  but  in  the  case  of  some  small 
concerns  or  payment  of  interest,  I am  not  sure  you 
might  not  have  difficulty.  If  a satisfactory  explana- 
tion were  given,  I think  there  would  be  no  difficulty. 

15.326.  Supposing  your  system  were  adopted,  and 
you  were  to  take  the  time  of  payment,  would  it  not 
mean  an  upheaval  in  the  minds  of  a vast  number  of 
people  who  have  always  had  tax  deducted  from  their 
income  at  the  accrued  rate? — Undoubtedly;  they 
would  have  to  get  used  to  the  change. 

16.327.  Do  you  anticipate  that  in  future  the  rate 
of  deduction  of  tax  will  diminish,  rather  than  in- 
crease?— I think  so,  but  I have  no  knowledge  on  that 
point. 

15.328.  In  the  case  of  a taxpayer  who  in  the  past 
has  experienced  a rising  rate,  when  the  rate  began  to 
fall  a “ time  of  payment  rate  ” might  be  popular 
with  him  as  being  a smaller  rate? — Yes ; he  would  gaiu 
by  the  “time  of  payment  rate”  being  adopted,  in 
those  circumstances. 

15.329.  The  only  opposition  you  would  be  likely  to 
eet  from  him  would  be  if  the  tax  continued  to  rise? 
—Yes. 

15.330.  He  would  then  complain  that  you  were  not 
only  altering  the  matter  in  a way  that  interfered  with 
him  logicallv,  having  been  imbued  all  his  life  with  l.tie 
accruing  idea,  but  you  are  also  altering  it  to  his 
disadvantage?— Yes,  that  complaint  would  no  doubt, 
be  made. 
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15,331.  Therefore  the  success  of  this  new  system 
really  depends  on  how  confident  we  can  be  that  the 
tax  is  likely  to  drop.  A man  does  not  mind  his  life’s 
ideas  being  overturned  if  it  is  a monetary  gain  to 
him? — 1 would  rather  put  it  in  this  way.  I think  the 
success  would  depend  upon  whether  at  the  time  the 
change  was  made  the  tax  was  dropping  rather  than 
rising. 


15,332.  That  is  really  the  point  I am  putting? 
Yes. 


15,333.  But  do  you  see  any  reason  why  the  line  of 
division  that  I have  sketched,  that  wherever  you  know 
the  period  of  accrual  for  payments  in  this  country, 
you  should  disregard  whether  they  are  technically  out 
of  profits  or  not,  and  adopt  what  I venture  to  say 
is  more  natural  in  the  taxpayer’s  mind,  namely,  the 
accruing  rate,  and  resort  -to  the  other  only  for  pay- 
ments from  abroad? — 1 see  no  very  great  objection 
to  that,  provided  you  have  the  explanation  which  you 
have  suggested  on  your  dividend  warrants  and  other 
certificates.  Of  course  you  have  to  remember  that 
you  cannot  secure  uniformity  by  that  method,  and  you 
do  retain  these  anomalies  even  if  you  have  the  ex- 
planation. There  is  the  anomaly  that  you  get  a sort 
of  mixed  rate. 


15.334.  But  would  you  say  that  for  the  majority 
of  people  the  idea  of  an  accruing  rate  is  more  natural 

than  the  idea  of  a time  of  payment  rate? I think 

perhaps  it  is;  I am  not  quite  sure.  I think  it  is  a 
psychological  question,  perhaps.  I think  a good  many 
people  would  say:  “ I am  prepared  to  pay  at  the 
rate  in  force  when  this  payment  is  made  to  me,  or 
when  it  is  due  to  be  made  to  me  ” ; a large  number 
of  other  people  would  say:  “ I think  we  ought  to 
relate  it  to  the  period  to  which  the  payment  relates.” 

15.335.  Do  you  think  people  receiving  ground  rents 
and  mortgage  interest  would  feel  like  that?— I think 
on  the  whole  they  would  tend,  perhaps,  to  look  to 
the  accruing  period. 

15.336.  Taking  the  population  as  a whole,  you 
would  agree  that  probably  a greater  number  of  them 
would  regard  the  accruing  rate  as  the  natural  rate? 
— Yes,  on  the  whole  I think  I should  agree. 

15.337.  But  there  is  at  the  present  moment  a case 
requiring  remedy ; there  is  a muddle? — Yes,  a muddle. 

15.338.  And  it  could  be  made  either  in  the  way 
that  I have  sketched,  or  in  the  way  that  you  have 
sketched? — Yes,  it'  could  be  made  in  either  of  those 
ways. 

15.339.  Sir  W.  Trower : There  is  one  question  I 
should  like  to  ask  you,  on  administration.  Is  it  your 
view  that  the  assessment  and  collection  of  Super-tax 
should  be  transferred  to  the  Surveyors  of  Taxes  in 
the  various  districts? — I think  that  many  advantages 
would  arise  from  that  transference,  certainly. 

15.340.  There  might  be  an  objection  on  the  part 
of  the  taxpayer.  It  would  greatly  simplify  the  busi- 
ness, and  would  greatly  simplify  the  expense? — Yes. 

15.341.  Might  there  not  be  an  objection  on  the 
part  of  the  taxpayer  to  have  the  local  Surveyor  of 
Taxes  investigating  his  affairs? — I think  that  possibly 
at  first  a certain  number  of  taxpayers  might  feel  an 
objection.  They  might  get  the  idea  that  their  affairs 
were  being  made  known  locally.  But  of  course  the 
reply  to  that  would  be  that  the  Surveyor  of  Taxes, 
although  he  is  stationed  in  the  district  in  the  same 
part  of  the  country,  is  not  in  any  way  a local  officer. 
He  is  a permanent  civil  servant  in  a particular  place, 
that  is  all.  But  I quite  admit  that  at  first,  at  any 
rate,  some  of  the  taxpayers  might  very  possibly  feel 
that  objection. 

15.342.  I suppose  that  the  staff  of  the  local  Sur- 
veyor would  have  full  knowledge  of  the  affairs  of  the 
taxpayer  which  he  had  to  investigate? — I would  not 
like  to  say  yes  to  that  without  any  qualification, 
because  I think  the  Surveyor  Avould  do  as  has  been 
done  in  the  past — he  would  take  steps  to  see  that 
the  most  junior  members  of  his  staff  did  not  have 
access  to  everything  in  the  office,  if  I may  put  it  in 
that  way. 

15.343.  Possibly  not,  hut  would  you  think  it  ad- 
visable to  give  the  taxpayer  the  option  of  appealing 
to  a body  like  the  Special  Commissioners? — I think 
that  in  any  ease  the  taxpayer  should  be  assessed  by 
the  Special  Commissioners,  and  that  the  right  of 


appeal  to  the  Special  Commissioners  should  remain, 
certainly. 

15.344.  You  would  still  retain  the  present  process 
of  assessment  and  appeal  to  the  Special  Commis- 
sioners?— Yes.  What  I intended  to  convey  was  that 
the  examination  of  the  return  and  the  working  up 
to  the  assessment  might  be  done  by  the  Surveyor, 
but  I think  it  would  be  necessary  to  retain  the 
Special  Commissioners  as  the  authority. 

15.345.  That  leads  to  the  point  that  the  disclosure 
is,  in  fact,  to  the  Surveyor  of  Taxes  of  the  district 
in  any  case?— -It  does,  I agree.  Of  course,  it  might 
perhaps  be  remembered  that  the  Surveyor  of  Taxes 
really,  at  the  present  moment,  has  nearly  always 
information  in  his  possession,  and  he  has  the  whole 
of  it  in  his  possession  in  a great  many  cases.  Re- 
turns of  total  income  made  up  by  people  receiving 
under  £2,500  a year  must  go  to  the  Surveyor  of 
Taxes. 

15.346.  He  has  all  the  knowledge  at  the  present 
time? — He  has  all  the  knowledge  at  the  present  time 
as  regards  those  cases. 

15.347.  Would  it  not  be  a good  thing,  and  tend  to 
simplification,  if  the  taxpayer  were  allowed  to  settle 
the  question  of  the  amount  of  assessment  with  the 
Surveyor  of  Taxes? — Yes,  I think  it  would  tend  to 
simplification. 

15.348.  Because  in  many  cases  where  the  taxpayer 
has  to  go  into  the  question  of  his  accounts  with  the 
local  Surveyor,  it  would  6ave  him  an  enormous  deal 
of  trouble  and  expense  if  he  could  settle  with  the 
local  Surveyor  the  amount  of  his  Super-tax  assess- 
ment and  have  that  made? — Yes,  if  he  could  settle 
his  Super-tax  at  the  time  when  he  was  dealing  with 
the  Surveyor  for  Income  Tax  purposes. 

15.349.  Yes? — Of  course,  under  the  law  as  it  stands 
at  present  the  basis  is  not  the  same,  but  I do  agree  it 
would  simplify  matters  if  he  could  deal  with  the 
Super-tax  in  the  same  way  as  he  deals  with  the 
Income  Tax. 

15.350.  There  would  he  only  one  return  instead  of 
two  practically? — I am  afraid  I must  qualify  that, 
-because  the  basis  of  the  return  is  different  for  In- 
come Tax  purposes. 

15.351.  It  would  be  desirable  that  it  should  be  the 
same,  would  it  not?  I mean  the  distinction  between 
-Income  Tax  and  Super-tax  is  very  slight? — But  there 
would  be  administrative  difficulties  in  making  the 
basis  the  6ame,  particularly  in  the  year  of  change — I 
mean  to  say  that  the  Surveyor  could  not  ascertain 
the  total  income  for  Super-tax  purposes,  on  a basis 
later  in  time  than  the  present  basis,  in  time  to  get 
the  assessment  made,  and  there  might  be  difficulties 
or  loss  of  revenue  during  one  year  if  we  made  a 
change  over  to  another  basis. 

15.352.  However,  it  has  to  be  borne  in  mind 
whether  treating  the  Super-tax  and  Income  Tax  as 
one,  so  that  the  assessment  for  Income  Tax  and  the 
assessment  for  Super-tax  would  be  carried  on 
together,  would  have  that  simplification  if  the  tax- 
payer desired  it  in  that  way? — Yes;  I think  I ought 
to  add  that,  in  the  case  of  a taxpayer  who  is  liable 
to  Super-tax  at  the  present  time,  in  stating  his  In- 
come Tax  liability  he  is  not  called  upon  to  render  a 
return  of  total  income  to  the  Surveyor  at  all.  The 
statement  that  he  renders  for  Income  Tax  purposes 
is  a statement  of  so  much  of  his  income  as  has  not 
been  taxed  at  the  source. 

15.353.  That  I am  familiar  with? — So  that,  in  any 
case,  the  ..basis  is  different. 

15.354.  If  you  have  one  ideal  tax,  and  each  tax- 
payer has  to  return  his  whole  income,  it  would  sim- 
plify it  very  much  to  have  the  two  together? — In  that 
case,  yes,  if  that  were  done,  but  of  course  that  would 
involve  a revolution  in  the  Income  Tax. 

15.355.  To  bring  the  two  into  harmony? — Yes. 

15.356.  Mr.  Pretypnan : I should  like  to  make  quite 
clear  exactly  what  your  suggestion  is  about  Income 
Tax  and  Super-tax.  I understand  your  proposal,  and. 
if  I may  say  so,  it  seems  to  be  a very  sound  one 
that  with  regard  to  the  assessment  of  Income  Tax 
accruing  in  any  district,  instead  of  appeals  and  claims 
going  to  Somerset  House  they  should  be  dealt  with  by 
the  local  Surveyor,  with  a staff  increased  adequately 
to  meet,  those  requirements;  is  that  so? — I was  not 
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intending  to  suggest  that  the  authority  for  deter- 
mining assessments  should  not  be  the  Special  Commis- 
sioners. 

15.357.  I am  speaking  of  Income  Tax  now? — I beg 
your  pardon. 

15.358.  I have  not  touched  Super -tax  yet.  I am 
speaking  of  Income  Tax,  and  I understand  as  regards 
Income  Tax  your  suggestion  is  that  instead  of  claims 
for  repayment  going  up  to  Somerset  House  they 
should  be  dealt  with  locally  by  the  Surveyor? — Yes. 
I misunderstood  your  question. 

15.359.  Whose  staff  would  be  increased  proportion- 
ately?— Yes,  that  is  so.  Indeed,  the  Board  of  Inland 
Revenue  have  it  in  contemplation  to  make  that 
change. 

15.360.  It  would  be  an  economy,  and  it  would  tend 
probably  to  more  accurate  investigations  in  every 
way? — Yes,  I think  it  would. 

15.361.  Then  there  is  a further  suggestion  that  the 
local  Surveyor  might  deal  with  Super-tax? — Yes. 

15.362.  On  that,  how  could  the  Surveyor  deal  with 
Super-tax  arising  entirely  outside  his  district? — It 
would  be  necessary,  of  course,  to  provide  that  the 
Super-tax  return  should  be  sent,  say,  to  the  Surveyor 
of  Taxes  of  the  district  in  which  the  taxpayer  had  his 
residence  or  his  principal  residence;  or  if  he  had 
more  than  one  residence,  he  might  elect  to  which 
Surveyor  he  would  send  it;  there  would  be  various 
means  of  getting  over  that  particular  difficulty. 

15.363.  It  would  mean  that  a local  Surveyor  would 
assess  the  Super-tax,  and  it  would  be  a matter  of  ar- 
rangement. Where  the  Super-tax  payer  drew  the 
whole  of  his  ineomo  from  one  district,  that  Surveyor 
would  necessarily  deal  with  it ; but  where  he  drew 
his  income  from  many  sources,  then  there  would  be  an 
arrangement  as  to  which  local  Surveyor  dealt  with  it ; 
is  not  that  what  it  comes  to? — That  is  what  it  comes 
to.  With  regard  to  one  word  you  used,  “ assess.” 
My  suggestion  on  that  was  that  it  would  have  many 
advantages  if  the  one  Surveyor  were  to  receive  the 
taxpayer’s  return  of  total  income  and  work  it  up, 
if  I may  use  that  expression,  for  the  Special  Commis- 
sioners, instead  of  the  return  being  sent  straight  away 
to  the  Special  Commissioners  for  that  working  up  to 
bo  done  in  London  at  the  central  office. 

15.364.  What  advantage  would  there  be  in  that 
where  the  sources  of  income  did  not  arise  in  the 
particular  district? — They  would  not  be  the  same  in 
that  case,  I agree. 

15.365.  Would  there  be  any?  Take  the  case  of  a 

man  who  lived  in  Surrey,  where  he  had  a house  and 
50  or  60  acres  of  land.  He  is  the  head  of  a business 
in  the  City;  he  has  got  considerable  investments  per- 
haps in  different  parts  of  the  Empire ; at  present  he 
sends  in  his  return  for  Super-tax  to  the  Special  Com- 
missioners covering  the  whole  area  of  his  investments 
and  his  property ; instead  of  doing  that  he  would 
have  to  send  it  to  the  local  Surveyor  in  Surrey.  What 
would  be  the  gain? — The  case  you  have  taken  is  the 
case  of  a man  who  has  a business  in  London.  If  you 
said  Manchester  instead  of  London 

15.366.  Well,  say  Manchester? there  would  be 

this  advantage,  that  it  would  be  easier  to  interview 
him  in  Surrey  than  it  would  be  to  ask  him  to  come  up 
to  London  to  interview  someone  in  the  Special  Com- 
missioner’s office.  I agree  in  the  case  in  which  he  has 
an  office  in  London,  as  far  as  he  is  concerned  he  would 
say:  “I  am  up  in  London.  I would  rather  call  at 
the  Special  Commissioners’  office  than  I would  call 
at  the  Surveyor’s  office  in  Surrey.” 

15.367.  Would  your  proposal  not  be  improved  if 
every  Super-tax  payer  still  had  the  opportunity  of 
being  assessed  directly  by  the  Special  Commissioners 
if  he  desired? — I think  certainly  every  taxpayer 
should  have  the  option  of  being  assessed  by  the  Special 
Commissioners,  but  I do  see  considerable  difficulties 
if  it  were  provided  that  in  cases  where  he  expressed 
that  desire  his  return  should  in  no  circumstances  be 
revealed  to  or  disclosed  to  the  Surveyor. 

15.368.  Do  you  not  think  it  is  very  objectionable, 
where  people  have  incomes  derived  from  many  sources, 
and  where  their  business  may  be  in  many  cases  of  a 
private  character,  that  in  a local  district— in  London, 
of  course,  things  are  quite  different ; nobody  knows 
or  troubles  to  know  what  his  neighbours  are  doing — 
you  get  the  staff  in  a Surveyor’s  office  having  full 
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knowledge  of  all  the  business  and  sources  of  income, 
or  at  any  rate  some  of  the  staff ; I do  not  say  that 
any  harm  would  come  of  it,  but  would  it  not  create 
uneasiness;  do  you  not  think  the  safeguard  would 
be  preferred  that  Super-tax  payers  should  continue 
to  send  their  returns  and  deal  only  with  central 
officials? — I certainly  think  if  the  change  were  made 
there  would  be  a certain  number  of  taxpayers  who 
would  have  the  feeling  that  you  suggest,  but  I doubt 
very  much  whether  afterwards,  when  the  thing  had 
been  working  for  a short  time,  there  would  really  be 
found  to  be  very  much  in  it.  At  the  present 
moment — I will  say  again  what  I have  said  before — 
the  Surveyors  of  Taxes  are  in  no  sense  local  officials, 
although  they  are  stationed  all  over  the  country. 

15.369.  But  no  man  can  isolate  himself  nor  his 
staff  ? — No,  but  he  does  not  remain  there  all  his  life  : 
he  is  moved  from  town  to  town.  As  a rule  he  does 
not  remain  more  than  two  or  three  years  even ; some- 
times he  stays  a good  deal  longer,  and  he  does 
acquire  a knowledge,  I agree,  not  so  much  of  total 
incomes  of  wealthy  people,  as  a very  intimate  know- 
ledge of  all  sources  of  income,  and  the  greatest  details 
of  it. 

15.370.  In  his  district? — Yes. 

15.371.  But  only  in  his  district? — Only  in  his  dis- 
trict, I agree.  I suggest  in  that  connection  that 
perhaps  the  thing  that  a taxpayer  most  objects  to  is 
knowledge  in  his  district  of  his  activities  in  that 
district,  the  profits  he  is  making  from  his  business 
in  that  district. 

15.372.  It  may  be ; it  depends  entirely  on  the 
character.  In  some  cases  that  would  certainly  be  so ; 
in  other  cases  it  might  be  entirely  the  reverse? — I 
agree  it  might. 

15.373.  Then  as  to  lowering  the  flat  rate,  the  effect 
of  lowering  the  flat  rate,  say  from  6s.  to  4s.,  would  be, 
would  it  not,  to  shift  a very  large  body  of  taxpayers 
more  on  to  the  side  of  the  hedge  where  they  have  got 
to  pay  something  which  is  not  deducted  at  the 
source?— Yes,  and  may  I add,  relating  to  your  pre- 
vious questions,  that  if  that  were  done,  then  I think 
the  transfer  of  the  Super-tax  work  to  the  Surveyor 
of  Taxes  would  become  almost  essential,  because  you 
would  get  such  a large  increase  in  the  number  of 
Super-tax  payers  that  it  would  become  almost  im- 
practicable to  work  it  all  from  a central  office. 

15.374.  You  would  shift  over  a very  large  body  of 
people?— You  would. 

15.375.  Who  would  be  put  in  the  position  of  tho 
present  Super-tax  payers,  that  income  which  they 
receive  is  not  their  own  and  they  have  got  to  pay  part 
of  it  to  the  State? — Yes. 

15.376.  Do  you  consider,  from  your  experience,  that 
it  is  felt  as  a great  advantage  by  taxpayers  that  their 
income,  especially  taxpayers  who  have  over  £1,000 
a year,  or  who  draw  their  income  from  investments 
and  dividends,  that  the  tax  should  be  deducted  at 
the  source,  so  that  whatever  money  is  actually  paid  to 
their  account  as  dividends  is  their  own  monoy,  and 
they  know  where  they  are  and  are  not  faced  with 
the  temptation  of  spending  money  which  they  have 
got,  and  then  having  a very  heavy  tax  to  pay  when 
perhaps  they  have  no  balance  left? — I think  tnere 
are  two  main  types  of  people,  one  who  take  the  view 
you  have  just  been  putting  forward,  and  the  other 
who  complain  because  too  much  tax  has  been  deducted 
from  them  at  the  source. 

15.377.  Which  of  the  two  do  you  think  has  most 
reason? — Speaking  as  a good  Revenue  officer,  I pre- 
fer the  man  who  likes  to  have  deduction  at  the 
source  at  a high  rate. 

15.378.  The  complaint  of  the  latter  class  seems  to 
me  to  be  a very  thin  one,  because  he  will  not  get  any 
lower  rate  because  he  has  to  pay  it  himself,  will  he? 
—No. 

15.379.  You  are  thinking  perhaps  mainly  of  cases 
of  rebates? — I am  thinking  of  cases  of  rebates. 

15.380.  I was  not  referring  to  that  at  all ; it  is 
quite  a different  matter  where  people  are  entitled  to 
rebates.  I was  putting  the  large  body  of  people  who 
would  be  shifted  over  into  the  Super-tax  region  ab  >ve 
£1 ,000  a year.  Is  it  not  true  to  say  that,  with  the 
present  alteration  in  the  value  of  money,  that  really 
represents  a very  much  lower  class  of  spending  power 
than  it  used  to  do? — Certainly,  that  is  so. 
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15.381.  When  we  speak  of  £1,000  a year,  those  of 
us,  at  any  rate,  who  are  past  middle  age,  is  it  not 
very  difficult  to  clear  our  minds  of  the  idea  that 
£1,000  is  what  we  have  always  looked  upon  a6  £1,000  h 
— Yes,  I think  there  is  a very  great  deal  of  force  in 
tnat. 

15.382.  And  £1,000  a year  will  now,  and  as  far  as 
we  know  in  the  future,  really  only  represent  what 
used  to  be  £500  or  £600? — Yes. 

15.383.  It  means  you  are  shifting  everybody,  on  this 
proposal  to  lower  the  rate  to  4s. — which  is  at  present 
about  the  appropriate  rate  for  an  unearned  income 
of  £500  a year — ? — It  is  rather  higher. 

15.384.  Well,  3s.  9d.  I think  it  is? — 3s.  9d.  is  £500 
to  £1,000. 

15.385.  I have  worked  it  out  on  Mr.  Kerly’s  pro- 
posal which  he  puts  before  you,  and  worked  out  on  ais 
proposal  it  would  be  exactly,  on  £500  a year  income, 
£120  abatement;  then  there  would  be  £80  deducted 
for  a wife  (taking  a man  with  a wife  and  three 
children),  £40  for  the  first  child  and  £60  for  the  other 
two  children;  that  would  make  a total  deduction  of 
£300,  leaving  him  £200  on  which  4s.  would  be  paid, 
that  is  £40? — Yes.  Of  course,  that  would  mean  a 
great  rise  of  the  rate. 

15.386.  I am  taking  the  proposaL  put  forward  by 
Mr.  Kerly  ? — I thought  Mr.  Kerly’s  proposal  was  to 
make  the  4s.  rate  applicable  to  the  man  with  £1,000 
a year  rather  than  to  the  man  with  £500;  that,  I 
think,  corresponds  more  with  the  present  scale. 

15.387.  I understood  Mr.  Kerly’s  proposal  to  be  a 
4s.  rate  for  unearned,  and  a 3s.  rate  for  earned, 
covering  the  whole  ground,  but  with  appropriate 
deductions  such  as  I have  named  here? — Yes,  that  is 
so,  a flat  rate  up  to  £1,000. 

15.388.  The  rate  would  be  4s.,  and  the  graduation 
would  not  come  by  an  alteration  or  lowering  of  the 
rate,  but  by  abatements? — Yes. 

15.389.  I take  his  unearned  rate  of  4s.  and  his 
earned  rate  of  3s.,  and  I take  an  income  of  £500  a 
year.  If  a man  had  a wife  and  three  children,  I 
make  the  deductions  £300,  leaving  £200  on  which  4s. 
in  the  £ would  be  payable  on  unearned  income? — 
Precisely. 

15.390.  On  that  basis,  taking  the  4s.  tax,  a man 
with  £500  a year  would  pay  £40?— Yes. 

15.391.  If  you  are  going  to  shift  everybody  into 

the  Super-tax  region  who  receives  over  £1,000,  it 
would  mean  that  a very  large  number  of  people  who 
now  can  claim  abatements  would,  on  the  other  hand, 
be  having  to  make  supplementary  payments? Yes. 

15.392.  Do  you  think  that  is  desirable  ?— No,  I do 
not.  I think  they  would  feel  that  and  object  to  it 
very  considerably.  I think  there  would  be  a good 
deal  of  feeling  on  that  point. 

15,393  Not  only  on  the  point  of  feeling,  but  both 
from  the  point  of  view  of  the  Revenue  and  from  the 
point  of  view  of  the  general  convenience  of  the 
country  and  of  the  taxpayer,  do  you  not'  think  it  iB 
desirable  to  have  the  deduction  point  as  high  as  you 
can  ?— I do  most  certainly ; I am  very  clearly  of  that 
opinion. 

15.394.  And  the  pressure  to  reduce  it  is  mainly 
because  of  the  inconvenience  of  returns  and  repay- 
ments?—Yes;  I think  that  is  the  main  cause. 

15.395.  And  not  only  inconvenience,  but  delay 
above  all? — And  delay,  yes,  certainly. 

15.396.  I rather  gather  from  your  evidence  that 
you  are  of  opinion  that  the  best  line  of  action  is  to 
maintain  the  high  rate,  I do  not  say  necessarily  the 
6s.,  because  that'  might  alter  as  the  rate  of  tax  alters, 
but  to  maintain  the  highest  rate  of  deduction  you 
can,  and  to  meet  the  objections  that  I have  named 
by  administrative  action  and  improvement? — Yes, 
that  is  our  view,  certainly;  that'  is  the  official  atti- 
tude on  this  subject. 

15.397.  There  is  another  point  I did  not  quite 
understand  on  that  same  subject  when  Mr.  Kerly 
put  it  to  you,  that  company  reserves  would  be  taxed 
at  6s.  still;  that  is  what  he  suggested? — Yes. 

15.398.  Because  it  would  make  it  very  difficult  if 
you  reduce  the  rate  on  which  you  tax  a company’s 
reserves,  and  then  they  would  only  deduct'  4s.  and 
would  be  able  to  claim  the  balance  of  2s.  from  the 
shareholders? — -What  I understood  Mr.  Kerly  to  mean 
was  this:  that  the  company  pays  4s.  on  the  dividends 


it  pays,  and  6s.  on  the  undistributed  profits.  If  it 
subsequently  distributes  something  out  of  the  un- 
distributed profits,  then  it  is  entitled  to  claim  repay- 
ment from  the  Revenue  because  it  deducts  only  4s. 
We  have  charged  at  boo  much — at'  6s.,  if  it  distributes 
those  profits.  1 think  that  is  Mr.  Kerly’s  point. 

15.399.  I thought  it  was  from  the  shareholders,  and 
1 could  not  understand  why  the  2s.  should  be  claimed 
from  the  shareholders? — No. 

15.400.  Mr.  Kerly:  Might  I be  allowed  just  to  put 
this  right  by  asking  a supplementary  question  or  two. 
Mr.  Pretvman  took  the  marginal  sum  of  £500? — Yes. 

15.401.  That  would,  of  course,  produce  the  greatest 
divergence  between  my  system  and  the  present 
system? — Yes,  I think  it  would. 

15.402.  Mr.  Pretyman:  That  was  accidental,  I may 
say. 

15.403.  Mr.  Kerly : I thought  very  likely  it  was 
accidental.  As  a matter  of  fact,  on  the  present  rate 
a man  with  a wife  and  three  children  gets  £240  by 
way  of  abatement,  and  he  pays  the  3s.  tax,  which 
comes  to  £39? — That  is  the  man  with  £500  a year 
you  are  speaking  of? 

15.404.  Yes;  unearned. 

15.405.  Mr.  Pretyman : On  this  he  would  pay  £40. 

15.406.  Mr.  Kerly:  Yes. 

15.407.  Sir  T.  Whittaker:  The  aim  of  many  of  the 
suggestions  that  have  been  made  is  to  get  a lower 
deduction  of  Income  Tax  at  the  source,  and  one  sug- 
gestion is  that  that  should  be  balanced  by  having 
Super-tax  commencing  at  £1,000? — Yes,  that  is  the 
suggestion. 

15.408.  Would  not  that  mean  an  enormous  loss  to 
the  Revenue?— I think  it  would;  in  fact,  we  deal  at 
length  with  that  point,  and  that  is  the  most  serious 
aspect  of  it,  I think. 

15.409.  It  would  mean,  would  it  not,  that  you  run 
two  great  risks,  first,  for  Super-tax  you  are  depending 
upon  personal  return? — Yes. 

15.410.  And  all  experience  shows  that  that  is  far  less 
effective  in  producing  revenue  than  deduction  at  the 
source? — Yes,  certainly. 

15.411.  Very  seriously  different? — Very  seriously. 
I should  agree. 

15.412.  The  second  point  is,  is  it  not,  that  Super- 
tax at  present,  at  any  rate,  fails  to  touch  anything 
but  actually  received  income? — Yes. 

15.413.  You  would  very  much  increase  the  loss  from 
that  source? — Yes,  I think  there  is  no  doubt  about 
that;  we  should. 

15.414.  That  is  to  say,  supposing  there  is  an  Income 
Tax  of  4s.,  that  is  what  would  be  levied  on  the  profits 
that  a company  has  actually  made? — Yes. 

15.415.  Now  we  get  6s.  ? — Yes. 

15.416.  You  would  drop  2s.  there? — Yes;  subject, 
■ if  course,  to  the  proposal  that  Mr.  Kerly  made,  that 
we  should  have  a sort  of  Super-tax  on  company 
reserves;  that  is  a separate  point,  of  course. 

15.417.  That  we  have  not  got,  and  there  are  prac- 
tical difficulties  about  that? — 1 agree. 

15.418.  All  this  means  a great  risk  of  losing 
revenue? — Yes,  it  does,  a 'ery  great  risk  indeed. 

15.419.  With  regard  t the  inconvenience,  which 
is  admittedly  seiious,  of  a large  deduction  at  the 
source,  especially  to  persons  with  small  income,  does 
not  that  in  the  majority  of  cases  practically  adjust 
itself  after  the  first  year? — Well,  in  one  sense  it  does, 
certainly. 

15.420.  I mean  in  this  way ; the  deduction  is  made 
in  the  first  year  and  during  the  following  year  he  gets 
the  amount  returned? — Yes. 

15.421.  And,  therefore,  during  that  second  year,  if 
his  inoome  is  about  the  same,  the  deduction  is  being 
made  at  the  higher  rate,  but  he  gets  the  return  from 
the  first  year? — Certainly. 

15.422.  That  continues  every  year  afterwards,  which 
really  means  that  the  financial  inconvenience  falls  on 
the  first  year? — Yes. 

15.423.  After  that  it  adjusts  itself? — Yes;  so  long 
as  the  rate  of  tax  does  not  change  materially. 

15.424.  Also,  with  regard  to  the  claims  for  abate- 
ment and  adjustment,  is  it  not  the  fact  that  after  the 
first  one  has  been  settled,  in  the  vast  majority  of 
cases  the  claim  is  rapidly  and  easily  settled,  each  year 
afterwards? — Yes.  I think  that  is  generally  true  of 
the  ordinary  straightforward  claim. 
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15.425.  I may  say  that  I have  had  to  help  a fair 
number  of  ladies  who  have  had  difficulty  with  their 
forms  to  get  these  returns,  and  my  experience  has 
been  that  after  the  first  year  the  authorities  deal 
with  the  thing  pretty  rapidly? — Yes,  I agree;  that  is 
our  endeavour,  at  any  rate. 

15.426.  I understand  that  two  suggestions  are  made 
which  would  be  of  great  help,  and  that  is  that  in- 
creased and  Letter-known  facilities  should  be  afforded 
to  the  taxpayer  to  obtain  help  in  filling  in  his  form 
or  her  form,  and  in  getting  repayments? — Yes. 

15.427.  I agree,  so  far  as  my  experience  goes,  the 
Inland  Revenue  officials  are  very  obliging,  but  I do 
not  think  everybody  knows  and  feels  they  are  quite 
safe  in  going,  also,  they  do  not  know  that  they  will 
get  that  help?—  No. 

16.428.  Increased  facilities  and  better-known  facili- 
ties, meaning  enlarged  staff,  probably,  would  do  a 
great  deal  to  ease  the  situation? — I believe  that  would 
be  so. 

15.429.  And  if  that  were  accompanied  by  the  sug- 
gestion which  1 understand  the  Inland  Revenue  con- 
templates, to  facilitate  repayment  when  the  claim  has 
been  made,  the  two  together  would  do  a great  deal, 
would  they  not,  to  relieve  the  pressure  ? — Yes,  I think 
they  would;  and  might  I say  at  this  point  what  I 
should  have  said  in  answer  to  a previous  question : 
that  when  this  scheme  of  decentralised  repayments 
has  come  into  force,  not  only  do  we  hope  to  get  the 
money  repaid  more  quickly,  but  we  hope  it  will  be 
repaid  oftener  if  the  taxpayer  desires  it.  That,  I 
think,  is  very  important.  If  a taxpayer  now  makes 
a claim,  generally  speaking  he  can  claim  yearly  or 
half-yearly ; but  we  hope  to  extend  that  to  quarterly, 
and  possibly  in  the  case  of  many  persons  we  might 
even  be  able  to  go  further  than  that — in  any  case  in 
which  there  were  signs  of  hardship. 

15.430.  I presume  you  would  agree  that  we  must 
look  at  all  these  questions  from  the  point  of  view, 
first  of  all,  that  the  Government  must  have  money? — 
Certainly. 

15.431.  And  that  it  is  your  business  to  get  money? 
—Yes. 

15.432.  As  conveniently  as  possible,  but  we  must 
get  money? — I should  not  dissent  from  that  at  all. 

16.433.  And  therefore  convenience  is  secondary  to 
getting  money  ? — Convenience*,  yes. 

15.434.  That  is,  we  must  not  sacrifice  income 
seriously  to  promote  convenience? — I should  not  diffei 
from  that. 

15.435.  All  experience  has  taught  us,  has  it  not, 
both  in  this  country  and  others,  that  the  more  you 
can  deduct  at  the  sotirce  the  more  total  revenue  you 
will  get? — Emphatically  I think  that  is  the  answer. 

15.436.  And  that  for  Income  Tax,  the  higher  the 
rate  the  more  absolutely  vital  is  collection  at  the 
source  to  a successful  collection? — Yes,  I think  it  is, 
absolutely.  I believe  Mr.  Hopkins,  when  he  was  here, 
said  that  that  was  the  one  point  on  which  he  felt 
inclined  to  be  dogmatic. 

15.437.  It  is  vital? — Vital,  yes. 

15.438.  But  the  higher  the  tax  the  more  difficult 
collection  at  the  source  becomes  from  the  point  of 
view  of  the  inconvenience  it  causes? — Yes,  that  is 
true. 

15.439.  So  that  it  follows,  does  it  not,  that  we  are 
reaching  a region  wheTe,  if  we  are  not  careful,  the 
height  of  the  tax  is  going  to  imperil  collection  at  the 
source,  which  is  vital  to  the  success  of  the  whole 
machine? — Yes,  I think  it  is  so,  and  it  is  the  recogni- 
tion of  that  fact  that  has  led  the  Revenue  to  consider 
such  things  as  these  schemes  of  decentralisation  in 
order  to  meet  such  a possible  obstacle. 

15.440.  And  while  we  may  all  recognize  that  there 
are  difficulties  and  inconveniences  arising  from  collec- 
tion at  the  source,  and  while  everybody  would  agree 
that  we  must  adjust  and  minimise  those  to  the  utmost, 
we  must  bear  in  mind  throughout  it  all  that  collec- 
tion at  the  source  is  vital,  and  does  involve  some  of 
these  inconveniences  ? — I should  entirely  agree ; that 
is  so. 

15.441.  With  regard  to  the  disclosure  of  total  in- 
come, I think  you  agree  that  the  opportunity  should 
always  be  available  to  individuals  to  be  assessed  by 
the  Special  Commissioners? — Yes,  I certainly  think 
so. 


15.442.  To  what  extent  is  that  availed  of  now — I 
mean  roughly  in  number? — Roughly,  as  regards 
Schedule  D,  1 think  about  12,000  people  come  to  the 
Special  Commissioners  every  year. 

15.443.  For  the  bulk  of  the  population  we  have, 
have  we  not,  moved  a long  way  in  recent  years  in 
the  direction  of  obtaining  full  disclosure  of  income? — 
Most  decidedly. 

15.444.  The  great  majority  of  the  Income  Tax 
payers  now,  in  one  way  or  another,  have  to  and  do 
disclose  their  income? — There  is  only  one  very  small 
section  of  taxpayers  who  have  not  at  the  present  time. 

15.445.  An  extremely  small  section? — Yes. 

15.446.  Therefore  there  is  no  new  departure  in- 
volved there  of  any  importance  ? — Not  in  the  slightest. 

15.447.  And  if  the  opportunity  is  given  to  every- 
body to  be  assessed  by  the  Special  Commissioners,  if 
they  wish,  there  really  is  no  ground  of  complaint? — 
No,  I think  not. 

15.448.  Mr.  McLintock : May  I ask  one  question. 
There  is  one  point  which  has  not  been  touched  on, 
and  that  is  the  effect  of  deduction  at  the  source  in 
letting  the  Revenue  get  and  keep  tax  which  they  are 
not  entitled  to? — Yes. 

15.449.  Have  you  formed  any  idea  of  the  amount? 
— I think  the  amount  which  we  get  and  keep  and  are 
not  entitled  to  is  very  much  smaller  now  propor- 
tionately than  it  was  years  ago  when  the  rates  were 
lower.  I think  when  rates  were  low  a fair  number  of 
people,  perhaps  a very  considerable  number  of  people, 
either  did  not  take  the  trouble  to  claim  or  did  not 
understand  how  to  claim;  but  I think  the  rise  in  the 
rate  of  tax  has  put  people  upon  enquiry,  and  I 
think  even  the  ladies  now,  when  they  see  6s.  in  the  £ 
is  deducted  from  them,  make  enquiries  and  say,  1 ‘ am 
I bound  to  pay  all  tbis  tax?  ” I do  not  think  there 
is  a very  considerable  proportion  that  do  not  get  back 
what  they  axe  entitled  to. 

15.450.  Do  you  think  it  is  negligible  altogether?- >- 
I am  inclined  to  say  it  is. 

15.451.  Although  in  earlier  years  it  was  quite  a 
serious  item? — In  earlier  years  I have  no  doubt  a 
very  considerable  number  of  people  did  not  claim. 

15.452.  But  you  get  the  use  of  a large  sum  of 
money  to  which  you  are  not  entitled? — On  the  other 
hand  the  taxpayer  gets  the  use  of  a large  sum  of 
money  to  which  he  is  not  entitled  by  not  paying  his 
duty  promptly. 

15.453.  Dr.  Stamp:  In  connection  with  the  descrip- 
tion of  the  proposed  decentralisation  that  you  were 
giving  in  answer  to  Sir  Thomas  Whittaker,  could  you 
tell  us  whether  the  possibility  of  going  still  further 
along  that  line  has  been  considered?  Take  a case 
by  way  of  illustration : a widow  receives  a dividend 
from  the  Midland  Railway  of  £109  a year,  and  it  is 
her  sole  income? — Yes. 

15.454.  She  is  now  going  to  have  the  opportunity 
of  going  perhaps  quarterly,  or  whenever  she  receives 
the  dividend,  to  the  Surveyor  direct  and  getting 
repayment  through  him? — Yes. 

15.455.  Supposing  she  were  willing  that  a certifi- 
cate should  be  handed  to  the  company  saying  that 
for  a period  until  further  advice,  say  for  the  next 
three  or  four  years,  the  dividend  should  be  paid  her 
in  full,  and  the  Midland  Railway  Company  were  pre- 
pared to  do  it ; and  then  at  regular  periods  the  Mid- 
land Railway  sent  a statement  of  the  number  of  such 
cases  and  the  total  amount  of  dividend  paid  in  full, 
and  you  repaid  them  direct;  do  you  think  that  any 
extension  of  the  American  system  (that  is  like  the 
American  system,  is  it  not?)  would  be  possible  to 
assist  those  cases?  It  would  obviously  have  to  be 
confined  to  cases  of  stable  incomes,  where  the  circum- 
stances were  not  likely  to  change,  and  the  right 
would  have  to  be  retained  to  stop  it  at  any  moment, 
or  ask  for  a further  return.  Would  it  not  be  possible 
in  that  way  to  prevent  a claim  having  to  come  up 
four  times  a year?  Could  it  not  be  done  in  a lump 
sum  direct  by  correspondence  with  a large  paying 
authority? — Extension  in  that  direction  is  possible, 
I know.  The  difficulty  lies,  I think,  probably  in 
making  the  arrangements  with  the  various  com- 
panies concerned.  How  they  would  regard  such  a 
suggestion  I do  not  know,  but  I think  a good  many 
of  them  would  object. 
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15.456.  If  they  were  willing  there  is  no  real  adminis- 
trative objection ; it  would  be  a net  saving  of  work, 
would  it  not? — I think  it  would  if  such  an  arrange- 
ment could  be  made.  It  might  be  conceivably  possible 
to  make  an  arrangement  of  that  kind  in  certain 
directions. 

15.457.  Is  there  something  like  it  already  done 
under  arrangement  “ A ” for  building  societies? — 
It  is,  and  the  payment  of  certain  annuities  without 
deduction  of  tax.  It  might  be  possible  to  extend 
those  arrangements  in  certain  directions. 

15.458.  Mr.  Kerly : A suggestion  on  the  same  lines 
w as  made  with  regard  to  the  deduction  of  tax  by  em- 
ployers from  workmen,  if  you  remember? — Yes. 

15.459.  I think  that  is  discussed  somewhere  in  the 
evidence? — I remember  tha^  that  suggestion  has 
been  made. 

15.460.  And  it  w-mid  b carrying  out  the  same 
limg  as  regarus  income  from  investments,  thac  is 
to  say,  you  would  let  the  deducting  party  know  by 
certificate  from  the  Surveyor  or  in  some  other  way 
what  the  proper  rate  for  deduction  of  the  particular 
recipient  should  be? — Yes;  of  course,  as  you  are 
aware,  great  objections  have  been  raised  to  any  pro- 
posal of  that  kind,  particularly  in  the  case  of 
deducting  tax  from  wages. 

15.461.  For  workmen;  but  that,  I think,  is  on 
other  grounds? — Yes. 

15.462.  Mr. Walker  Clark:  Would  not  a great  deal 
of  the  annoyance  and  irritation  in  respect  of  repay- 
ment of  claims  disappear  if  you  acknowledged  the 
receipt  of  the  voucher  and  the  claim? — Possibly,  it 
had  not  occurred  to  me  that  that  would  make  very 
much  difference,  but  possibly  it  would  soothe  a cer- 
tain number  of  people. 

15.463.  You  know  there  is  a very  great  delay 
sometimes  between  sending  in  the  vouchers  and  hear- 
ing anything  at  ali  with  regard  to  them? — Yes;  your 
suggestion  is  that  an  acknowledgment  should  be  sent? 

15.464.  A formal  acknowledgment  would  remedy  a 
great  deal  of  friction  which  now  exists? — I should 
hesitate  to  put  it  very  high.  I think  a person  who 
would  be  annoyed  at  not  getting  his  money  quickly 
would  still  be  annoyed  even  if  we  told  him  we  had 
received  his  claim. 

15.465.  My  experience  is  that  a good  deal  of  fric- 
tion would  cease  if  that  were  done? — It  is  just  a 
question  of  how  high  to  place  it.  I agree  to  some 
extent  it  would,  but  I am  not  sure  how  far. 

15.466.  But  it  would  be  helpful? — It  would  be 
helpful. 

15.467.  Chairman:  We  will  now  go  to  your  second 
paper. 

15.468.  Mr.  Kerly : I gather  that  the  Department 
does  not  take  any  strong  view  against  the  abandon- 

- ment  of  the  average?- -Not  any  strong  vifew;  I think 
that  is  so. 

15.469.  You  say  that  Lord  Ritchie’s  Commission 
advised  its  continuance^ ; they  were  very  half-hearted 
about  continuing  the  average,  were  they  not? — Yes. 

15.470.  And  they  actually  proposed  to  abandon  it 
for  professions  and  for  the  first  three  years  of  new 
businesses? — That  is  so,  yes. 

15.471.  You  have  set  out  the  pros  and  cons  very 
effectively.  Would  you  just  turn  to  paragraph  8. 
First  you  point  out  that  if  there  is  a rising  income, 
the  tax  does  not  show  the  advantage  of  it  for  some 
time? — Yes,  we  do. 

15.472.  Tl?  >n  in  paragraph  10  you  point  out  that 
the  abandonment  of  the  average  would  be  a long 
step  towards  greater  uniformity  in  the  basis  of  assess- 
ment?— Yes. 

15.473.  That  would  be  of  very  great  value? — It 
would. 

15.474.  There  is  one  thing  which  you  have  not  put 
amongst  your  pros.  Is  it  not  highly  undesirable  to 
assess  any  taxpayer  upon  an  imaginary  income 
instead  of  upon  the  actual  income  for  the  same  year? 
— Yes  ; but  you  would  still  assess  him  on  an  imagin- 
ary income  if  you  took  the  preceding  year  and  made 
him  pay  on  that  basis  for  this  year. 

15.475.  It  would  be  the  actual  income  of  the  pre- 
ceding year? — The  actual  income  of  the  preceding 
year. 

15.476.  I will  come  to  substitutes  for  the  average 
m a moment,  which  you  have  discussed  later  on. 


Further  than  that,  if  a man  pays  on  the  actual  in- 
come of  tne  year  in  which  he  pays,  he  is  paying  when 
ne  nas  got  tne  money  ?— -Pardon  me,  not  tne  year  in 
whicn  lie  pays;  i think  that  is  impossible,  is  it  not? 
15,47/.  There  must  be  a gap? — I here  must  be  a gap. 

15.478.  Yes,  1 appreciate  that.  At  any  rate  he  is 
likely  to  pay  nearer  the  time  when  he  has  received 
Ihe  income  upon  which  he  is  paying? — Y'es,  that  is  the 
case. 

15.479.  Is  not  that  strikingly  indicated  by  your 
contra  suggestion  in  paragraph  15?  You  set  up  the 
case  of  a man  with  very  varying  profits  for  a period 
of  years? — Yes. 

15.480.  Is  he  not  in  practice  much  better  able  to  pay 
a large  sum  just  after  he  has  received  the  £10,000, 
than  he  would  be  in  the  second  and  third  years  after 
that,  when  his  profits  are  falling? — Taking  that  state- 
ment by  itself,  yes. 

15.481.  Even  if  the  average  were  not  wholly  aban- 
doned, would  not  there  be  a very  great  deal  to  be 
said  for  abandoning  it  except  as  regards  Schedule 
D? — If  you  are  going  to  transfer  to  Schedule 
D two  or  three  miscellaneous  things  which  are 
almost  in  Schedule  D already,  there  is  very  little 
outside  Schedule  D that  is  assessed  on  an  average; 
and  certainly  as  regards  those  items  I do  not  think 
that  we  wish  to  retain  the  average. 

15,4S2.  May  I put  my  question  in  another  way. 
Whatever  there  is  to  bo  said  for  an  average  in  sub 
stance  is  restricted  to  business  profits  or  analogous 
profits? — \res,  I agree  that  is  so. 

15.483.  Supposing  you  dropped  the  average  and 
looked  for  an  alternative:  there  must  be,  as  you  say, 
a gap  between  the  period  on  which  you  are  going  to 
assess  your  income  and  tho  time  of  payment,  to  allow 
for  the  necessary  returns  and  their  checking? — Cer- 
tainly. 

15.484.  You  could  take  last  year’s  actual  income, 
and  make  payment  at  some  period  late  in  this  year  ?— 
Y'es. 

15.485.  Then,  of  couse,  you  would  have,  as  you 
would  in  any  ©vent,  to  make  special  arrangements  for 
the  transition  period  to  avoid  loss  to  the  Exchequer?— 
\Tes,  we  should. 

15.486.  Have  you  seen  Sir  Arthur  Channell’s  letter? 
— Yes,  I have  just  seen  his  letter. 

15.487.  Y’ou  remember  he  makes  this  suggestion,  that 
the  period  taxed  should  be  the  actual  year  of  pay- 
ment?— Yes. 

15.488.  Or  that  payment  should  be  made  in  the  first 
instance  upon  the  basis  of  the  year  before,  the  income 
of  the  preceding  year,  and  that  that  should  be  sub 
sequently  adjusted?— Yes.  May  I just  see  if  I have 
got  it  clear.  You  mean  a provisional  payment  based 
on  the  preceding  year,  followed  by  an  adjusting  pay- 
ment ? 

15.489.  An  adjustment  one  way  or  the  other  when 
the  actual  income  of  the  year  of  assessment  is  ascer- 
tained. I suggest  that,  theoretically,  that  is  tho  best 
arrangement  that  could  be  made?— Theoretically,  I 
should  entirely  agree. 

15.490.  But  it  would  have  the  practical  inconveni- 
ence that  you  would  always  have  to  have  an  adjusting 
payment?- — Yes,  it  would. 

15.491.  As  an  alternative  you  would,  in  fact,  some- 
times, if  you  took  a single  year,  only  put  your  year 
somewhat  further  back? — Yes,  sometimes. 

15.492.  You  suggest  as,  I think,  the  chief  practical 
difficulty  of  taking  a particular  year,  that  accounts 
might  be  made  up  by  traders  or  companies  for  broken 
periods  ? — Yes. 

15.493.  Would  there  be  any  difficulty  in  dividing 
the  profits  shown  by  those  accounts,  and  sending  each 
apportioned  part  to  its  appropriate  year?— An  appor- 
tionment of  an  account  very  seldom  gives  true  results, 

I think.  Assuming  the  account  is  a six  month’s 
account,  it  by  no  means  follows  that  half  the  profits 
shown  by  that  account  were  made  in  the  first  three 
months,  and  the  other  half  in  the  second  three  months. 
It  would  not  give  true  results,  but  we  have  to  do  it 
from  time  to  time  now,  of  course. 

15.494.  Is  there  any  other  way  of  dealing  with 
accounts  for  a broken  period? — No,  I think  not-  I 
think  we  are  driven  to  do  that. 

15.495.  Now  another  method.  I am  told  that  in 
South  Africa-,  and  you  will  probably'  be  quite  familiar 
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with,  this,  tiie  system  in  force  is  that  the  income  is 
assessed  on  the  profits  of  the  previous  year,  but  the 
assessment  is  regarded  as  made  in  respect  of  the 
actual  year  when  the  profits  arose? — Yes. 

15.496.  Do  you  follow  that? — Yes,  I think  I follow 
that. 

15.497.  Although  it  is  not  made  until  after  its  ex- 
piration; what  do  you  say  to  that  as  an  alternative? 

It  seems  to  me  that  it  is  almost  impossible  in  this 

country  to  make  the  change  over,  because,  either  we 
should  have  to  give  up  a year’s  revenue,  or  the  tax- 
payer would  have  to  be  asked  to  pay  twice  over  for 
some  particular  year.  Ho  now  understands  that  the 
tax  that  he  paid  on  the  1st  January  and  the  1st  July, 
1919,  represented  his  liability  up  to  the  5th  April, 
1919.  If  we  were  to  make  the  change  now  at  this 
moment,  we  should  call  on  him  to  pay  more  tax  for 
that  same  year  ended  5th  April,  1919,  or  alternatively, 
we  should  have  to  sit  still  for  a year  and  do  nothing, 
and  lose  a year’s  revenue. 

15.498.  He  has  made  a payment  now  on  the  1st 
o an  u ary,  1919? — Yes. 

15.499.  Next  1st  January  you  are  asking  him  for  a 
payment;  it  is  only  a question  of  what  payment? — 
J3ut  that  payment  relates  to  his  liability  for  some 
period;  he  asks,  what  period? 

15.500.  So  far  as  he  is  concerned  it  is  a payment  lie 
lias  got  to  maxe,  in  the  one  case  for  this  year  and  in 
tiie  other  case  for  next  year? — No;  if  I understand 
you  rightly  if  we  change  the  basis  we  should,  in  this 
year,  1919,  in  fact  be  ascertaining  the  profits  of  the 
year  1918,  and  having  ascertained  them,  the  tax- 
payer would  be  called  upon  to  pay  the  tax  on  them, 
and  if  he  asked  to  what  year  the  tax  that  he  was 
paying  related,  we  should  say  it  is  your  tax  for  the 
year  1918. 

15.501.  There  would  be  a temporary  moral  up- 
heaval, because  the  taxpayer  would  know  that  he  was 
going  to  pay  twice  for  the  same  year,  in  theory? — 
Precisely. 

15.502.  But  the  actual  payment  he  would  have  to 
make  would  be  once  this  year  and  once  next  year  r — 
That  is  so.  I can  imagine  a very  great  upheaval  if 
we  attempted  to  make  that  change. 

15.503.  As  regards  professions,  I think  you  will 
agree  that  you  take  the  view  that  there  is  very  little 
to  be  said  for  an  average,  but  that  it  would  be  better 
to  take,  say,  the  last  preceding  year,  or,  at  any  rate, 
some  definite  year? — Yes,  I think  so.  We  are  very 
clearly  of  that  view  as  regards  employments,  and, 
perhaps  a little  less  clearly,  but  on  balance  we  take 
that  view  as  regards  professions. 

15.504.  Y'ou  suggest,  supposing  the  average  were 
done  away  with,  and  provision  were  made  for  carry- 
ing losses  forward,  that  provision  should  be  limited  so 
as  to  give  no  greater  relief  than  exists  at  the  present 
time? — Yes,  we  have  made  that  suggestion. 

15.505.  Does  that  mean  that  if  there  is  a loss  in 
this  year  you  should  only  be  allowed  to  carry  it  for- 
ward for  three  years? — Yes,  that  is  the  idea. 

15.506.  That  would  strike  the  taxpayer  as  very 
inequitable? — I think  you  will  probably  agree  that 
tiie  line  lias  to  oe  drawn  somewhere.  May  I put  an 
illustration?  Take  the  case  of  a man  who  starts 
a business  and  makes  a loss  of  £10,000  in  the  first 
year.  Possibly  he  goes  bankrupt,  and  then  begins 
again  and  makes  £500  a year  for  20  years,  and  then 
dies.  I think  it  would  be  repugnant  to  the  sense  of 
almost  everyone  that  that  man  should  pay  no  tax 
whatever  during  the  whole  course  of  his  life  because 
he  made  a large  loss  in  the  first  year  he  started  busi- 
ness. I think  that  would  be  carrying  it  too  far. 
Therefore  you  have  to  draw  the  line  somewhere,  and 
ive  have  suggested  that  it  should  be  drawn  where  it  is 
drawn  at  present. 

15.507.  There  would  be  added  difficulty  if  you  let 
it  go  on  for  ever,  that  that  £10,000,  which  might  be 
represented  by  the  improvement  of  his  goodwill,  would 
really  be  embarking  further  capital  in  his  concern? 
— Yes. 

15.508.  However,  three  years  seems  to  be  rather  a 
short  time  to  limit  the  losses  to? — I do  not  know 
that  we  are  absolutely  wedded  to  three  years,  but  it 
is  the  limit  at  the  present  moment  and  I do  not  know 
that  there  has  been  any  considerable  dissatisfaction 
with  that  limitation;  it  covers  the  normal  case. 

15.509.  There  is  a paragraph  which  I do  not  under- 
stand; I have  no  doubt  it  is  my  fault.  In  paragraph 


52  you  say:  “ A similar  difficulty  often  occurs  in  the 
case  of  a concern  formed  to  work  a single  venture, 
such  as  the  construction  of  a big  engineering  work 
or  the  development  of  a building  estate.”  What  is 
the  difficulty?  Could  you  explain  to  me  what  the 
trouble  is  there? — The  difficulty  is  this : that  with  a 
concern  of  that  kind,  say  a big  contract  for  the  con- 
struction of  a dock,  the  contractor  does  not  know 
until  the  work  as  finishfed,  perhaps  10  or  15  years 
hence,  how  much  profit  he  is  going  to  make,  and 
cannot  in  the  early  years,  in  fact  he  cannot  until  the 
very  end,  say  what  his  profits  were  for  any  actual 
year.  All  lie  can  say  is  : li  I have  done  so  much  work, 
which  is  estimated  to  be  worth  so  much,”  or  ”1 
have  -received  such  and  such  payments  on  account, 
and  I believe  my  profits  to  be  so  much,”  or  “I  will 
agree  to  10  per  cent.” 

15.510.  I follow.  You  say  he  makes  an  estimate  and 
pays  on  that  estimate  during  the  earlier  yea'rs,  and 
then  when  he  actually  gets  his  profit  ascertained  at 
the  end  of  the  contract,  there  should  be  readjustment? 
That  is  the  suggestion? — Yes. 

15.511.  A readjustment? — Throughout. 

15.512.  Is  not  that  done  now?— Not  invariably,  but 
as  far  as  possible  it  is  done  by  arrangement.  There 
are  difficulties,  of  course,  largely  owing  to  the  opera- 
tion of  the  average  and  the  length  of  period.  H© 
may,  of  course,  having  carried  out  this  big  work,  close 
down  entirely,  and  we  may  never  get  tax  on  the  final 
profits  at  all. 

15.513.  That  suggests  a'nother  thing  to  me.  Y'ou 
suggest  that  in  the  last  years  of  the  business  there 
may  be  very  large  profits? — Yes. 

15.514.  And  that  the  average  is  required  to  give  the 
State  a fair  share  of  them? — An  adjustment  is  re- 
quired. The  average  does  not  give  the  State  its 
fair  share  at  present. 

15.515.  You  suggest  that  the  State  should  be  given 
the  option  to  take  the  last  actual  years  instead  of  the 
average? — Yes:  I think  there  are  cases  in  which  that 
option  should  be  allowed. 

15.516.  That  is  if  the  present  system  is  maintained? 
— Yes. 

15.517.  It  would  be  fairer,  on  the  other  hand,  where 
the  last  years  are  years  of  falling  profits  to  give  a 
corresponding  option  to  the  taxpayer? — He  has  it  at 
the  present  time. 

15.518.  Only  if  the  fall  is  for  a specific  cause? — No 
I beg  your  pardon,  where  a business  is  discontinued 
he  has  the  right  to  prove  that  his  profits  were  less 
than  the  average,  and  to  obtain  an  adjustment  not 
only  of  his  assessment  for  the  last  year  but  for  three 
years  back. 

15.519.  I am  much  obliged ; I was  not  aware  tha  t 
that  existed? — Yes,  there  is;  that  provision. 

15.520.  Mr.  McLintoch : With  regard  to  the  objec- 
tions, “ Steadier  yield  and  steadier  liabilities  ” in 
paragraph  14,  that  is  only  as  it  affects  the  State? — 
The  steadier  liability,  I think,  affects  the  taxpayer. 
It  is  partly  covered,  of  course,  by  the  next  paragraph  : 
it  affects  his  graduation,  but  also  it  is  perhaps  a 
little  easier  for  him  to  know  where  he  is. 

15,521:  Do  you  not  think  that  most  taxpayers  to- 
day, whether  paying  on  an  average  or  on  the  pre- 
ceding year,  set  aside  the  tax  on  the  profit  when  it 
is  earned? — I should  be  very  slow  to  believe  that  is 
true  of  anything  but  what  I may  call  the  big  business. 
I daresay  it  is  true  of  the  big  business,  but  I very 
much  doubt  whether  it  is  true  of  th©  small  business. 

15.522.  Do  you  see  any  objection  to  enoouraging 
them  in  setting  aside  a specific  provision  say  of  6s. 
in  the  £ on  the  income  earned  for  the  year,  and 
carrying  it  forward  as  a liability  to  be  paid  in  the 
following  year? — No.  On  the  contrary  I think  it 
would  be  very  desirable  that  they  should  put  aside 
a reserve  to  meet  their  liabilities. 

15.523.  A specific  reserve  which  at  present,  on  the 
average  system,  many  of  them  do  not? — I should  think 
that  many  of  them  do  not  do  it. 

15.524.  I suggest  to  you  that  the  practice  is  more 
common  to-day,  owing  to  the  high  rate  of  tax  and 
the  operation  of  the  average,  of  setting  aside  specific- 
ally each  year  the  tax  on  the  profits  earned? — I am 
quite  ready  to  accept  that. 
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15.525.  So  that  really  the  only  difficulty  is  the  one 
that  the  yield  might  be  a little  uneven  as  regards  the 
State;  but  you  do  not  tliink  that  is  a serious  diffi- 
culty?— Not  very  serious.  Of  course,  it  is  an  ad- 
vantage to  have  a stable  yield  and  be  able  to  make 
our  estimates.  An  average  system  assists  ver\  much 
in  estimating  the  national  revenue. 

15.526.  On  the  reaction  on  the  scale  of  graduation, 
of  course  the  same  thing  happens  now  to  all  incomes 
which  vary? — Yes,  but  the  effect  of  the  average  is  to 
modify  that  fluctuation — that  reaction. 

15.527.  On  the  question  of  the  carrying  forward  of 
losses  at  present,  under  what  was  formerly  the  old 
section  133,  the  provision  which  is  now  in  force  in 
relation  to  war  losses,  they  in  effect  get  four  years  ? — 
That  is  so;  they  do. 

15.528.  That  is  to  say,  a bad  year  comes  into  the 
average  four  times  ? — Yes,  but  that  133rd  section  only 
exists  as  a war  relief,  and  we  hope  at  any  rate  that 
it  will  not  continue  much  longer. 

15.529.  Then  your  view  is  that  under  the  average 
system,  as  they  can  only  recover  three  years’  losses 
at  present,  they  should  be  restricted  to  the  same 
recovery  if  the  basis  is  changed  to  assessment  on  the 
profits  of  the  previous  year? — On  the  whole  I think 
that  would  be  fair,  yes. 

15.530.  I am  going  to  suggest  that  it  might  be 
desirable  to  get  in  evidence  a few  simple  examples 
which  the  average  man  in  the  street  could  understand 
on  this  question : he  is  generally  rather  ignorant  of 
the  method  of  estimating  his  liability  on  average, 
and  you  would  also  bring  the  question  of  this  relief 
under  section  133 — it  is  not  section  133  now.  Then 
there  is  the  1890  Act,  where  you  have  a loss  in  the 
year,  and  there  is  the  specific  cause  provision  of 
which  most  taxpayers  are  very  ignorant? — You  mean 
you  would  like  some  examples  put  in  evidence? 

15.531.  I think  it  would  be  useful  for  the  Com- 
mission to  show  that  with  three  years’  average  system 
there  are  certain  reliefs  given ; there  is  the  war 
relief,  which  is  the  old  section  133;  there  is  the  loss 
in  the  year,  and  there  is  the  specific  cause.  Then 
there  is  the  aggregation  of  the  last  three  years’ 
profits  of  the  business  against  the  last  three  years’ 
assessments. 

15.532.  Dr.  Stamp : You  mean  illustrations  of  all 
the  cases  mentioned  by  Mr.  Harrison  in  Annexe  III 
at  the  end  of  his  evidenee-in-chief  ? [See  App. 
No.  69.1 

15.533.  Mr.  McLintock  : Yes. — We  should  be  very 
happy  to  prepare  some  tables  giving  the  information. 

15.534.  I think  it  would  be  very  helpful.  On  the 
question  of  accounts  for  irregular  periods,  you  have 
got  over  that  difficulty  all  right,  have  you  not,  by 
apportionment? — That  is  for  Excess  Profits  Duty.  I 
am  not  very  competent  to  say  how  far  we  have  got 
over  it,  because  I have  had  nothing  to  do  with  the 
working  of  it. 

15.535.  The  principle  of  apportioning  profits  in 
order  to  get  one  complete  accounting  period  has  been 
adopted? — Yes,  that  is  so;  that  is  the  principle. 

15.536.  And  it  works  on  the  whole  quite  satisfac- 
torily?— So  far  as  I know  it  does,  yes. 

15.537.  Because  the  Excess  Profits  Duty  is  a tax 
peculiarly  applicable  to  a particular  year  at  a par- 
ticular rate  of  duty? — Yes,  it  is  not  necessarily  an 
annual  tax ; it  is  often  paid  every  year,  but  it  is  paid 
by  reference  to  each  accounting  period. 

15.538.  For  all  practical  purposes,  say  a man  strikes 
a balance  for  nine  months,  another  for  six,  he  would 
not  suffer  any  hardship,  nor  would  Revenue  suffer 
any  loss,  by  apportioning  those  two  periods  to  12 
months? — No,  I think  not;  in  the  ordinary  case  that 
is  what  would  be  done.  As  you  see  from  paragraph 
17,  there  are  dangers  that,  for  instance,  a six  months’ 
period,  in  the  example  I have  given,  might  slip  out 
altogether. 

15.539.  But  you  could  have  a necessary  safeguard 
against  any  period  slipping  out? — Provided  we  have 
that  safeguard. 

15.540.  You  can  safeguard  it,  can  you  not? — Yes, 
we  can. 

15.541.  You  refer  in  paragraph  19  to  safeguard 
against  evasion,  and  you  say:  that  a large  numerical 
majority  of  the  whole  number  of  businesses  in  the 
country  do  not  furnish  accounts  either  year  by  year 


or  at  relatively  short  intervals.  That  is  to  say  small 
businesses? — That  is  the  small  business,  of  course. 

15.542.  I suggest  the  profits  do  not  vary  much  year 
by  year,  and  that  really  the  estimate  you  make  for  a 
three  years’  average  would  not  differ  materially  from 
the  estimate  for  a one  year’s  profit? — That  is  broadly 
tiue;  I think  that  would  be  so. 

15.543.  You  also  raise  the  question  as  to  the  advan- 
tage to  the  Revenue  in  getting  the  three  years’  ac- 
counts?— Yes. 

15.544.  That  again  can  be  got  over  by  compelling 
the  taxpayer  on  request  to  produce  three  years’  ac- 
counts?— Yes,  it  could  be  got  over  in  that  way. 

15.545.  If  a taxpayer  has  been  in  business,  say,  for 
five  years,  and  he  comes  along  at  one  period  on  appeal 
(I  am  assuming  that  there  would  be  some  alteration 
in  the  production  of  accounts  to  the  Inland  Revenue), 
there  could  be  no  difficulty  in  asking  him  to  produce 
the  accounts  for  three  years  in  order  that  you  may  see 
that  the  starting  point  of  the  year  in  question  has 
been  properly  ascertained  ?— Provided  we  had  that 
power,  of  course,  it  would  be  satisfactory. 

15.546.  That  would  get  over  that  difficulty? — Yes. 

15.547.  In  paragraph  31  you  refer  to  the  taxpayer 
whose  profits  decline  in  the  closing  year  of  the  busi- 
ness, and  who  claims  relief,  and  then  you  go  on  to  say 
that  “ a taxpayer  who  makes  abnormally  large  profits 
m the  last  year  of  his  business  escapes  assessment 
upon  his  windfall  altogether.”  That  is  under  the  pre- 
sent average  system? — Yes. 

15.548.  Even  an  individual  who  is  at  present  on  the 
preceding  year  and  whose  business  ceases  escapes 
also? — That  is  so,  in  the  last  year. 

15.549.  And  lie  would  escape  on  the  basis  of  the 
pieceding  year  just  as  he  does  on  the  average,  unless 
you  take  steps  to  have  an  adjustment  ?— Certainly. 

c^ange  over  does  not  mean  that 
the  Revenue  would  lose  any  more  money  than  they 
do  at  present? — No,  not  on  that  particular  point. 

35.551.  Now  with  regard  to  the  joint  adventure,  it 
is  the  practice  to-day,  is  it  not,  where  you  have  an 
adventure  such  as  a building  operation  lasting  five 
or  six  years,  to  apportion  that  profit  over  the  whole 
period?  Yes,  I believe  that  is  the  common  practice. 

15.552.  And  again,  taking  the  Excess  Profits  Duty, 
you  know  that,  say,  in  a shipbuilding  yard,  the 
Inland  Revenue  under  the  Act  ask  you  to  apportion 
profit  on  work  in  progress?— Yes,  I believe  that  is 
done;  I have  heard  that  that  is  done. 

15.553.  That  is,  if  a ship  takes  18  months  to  build, 
you  have  to  apportion  the  profits  for  the  accounting 
periods  falling  within  that  18  months?— Yes,  there 
is  a special  power  which  enables  that  to  be  done. 

15.554.  A similar  power  for  Income  Tax  would  meet 
that  difficulty? — Yes,  it  would. 

15.555.  And  it  is  not  unreasonable  to  ask  for  it? — 
No,  I submit  it  is  not  unreasonable. 

15.556.  When  you  come  to  paragraph  33  on  this 
question  of  specific  cause,  I suggest  that  the  Inland 
Revenue  might  prepare  some  examples  and  illustrate 
the  effect  of  specific  cause.  It  is  usually  largely  in 
favour  of  the  taxpayer? — Yes,  that'  is  the  case. 

15.557.  May  I put  a simple  illustration  to  you : a 
private  firm  becomes  a limited  company,  and  in  the 
first  year  of  the  limited  oompany  a former  partner 
gets  a salary  as  a director,  however  small ; that  year 
would  have  been  bad  in  any  case,  but  he  claims  that 
that  salary  is  a specific  cause,  and  he  is  alloAved  to 
depart  from  his  average  and  be  assessed  on  the 
profits  for  one  year? — Yes. 

15.558.  That  is  unfair? — That  is  very  unfair  in 
some  cases. 

15.559.  I suggest  that  this  specific  cause  is  so  little 
known  that  it  might  be  well  to  get  it  down  in  the 
evidence,  and  to  let.  the  Commission  know  how  it 
works  in  practice  and  how  one-sided  it  is  in  its 
operation? — We  will  give  you  some  examples. 

15.560.  There  are  a great  many  substantial  con- 
cerns at  present  assessed  on  the  preceding  year? — 
Yes. 

15.561.  Did  you  ever  know  of  any  complaints  from 
them  that  they  were  not  assessed  on  an  average? — 

I do  not  remember  hearing  any  considerable  com- 
plaint^no. 
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15.562.  At  present  if  they  have  to  claim  a relief 
it  provides  for  a three  years’  average  being  taken; 
they  have  got  to  strike  a new  average  of  three  years, 
although  they  have  been  assessed  year  by  year  on  a 
single  year’s  profits? — Yes. 

15.563.  That  is  an  anomaly  which  ought'  to  be  re- 
moved in  any  event? — Yes. 

15  564.  Do  you  suggest,  even  if  traders’  profits  are 
not  assessed  on  the  three  years’  average,  that  col- 
lieries should  be  brought  to  a three  years’  average 
and  brought  under  Schedule  D . ?— I do  not  know  that 
it  would  be  fair  to  press  that  very  far  in  the  case 
of  a colliery.  Not  merely  a colliery  but  a mine  of 
anv  kind  represents  a business  which  fluctuates  a 
good  deal.  I am  not  sure  whether  a five  yeare’ 
average  is  not  a fair  basis  there.  They  might  possibly 
be  brought  to  a three  years’  average,  but  certainly  I 
think  we  should  hesitate  about  pressing  the  view  that 
they  should  be  brought  to  the  preceding  year. 

15  565.  Why? — Because  you  introduce  that  factor 
of  reactions  on  the  scale  of  graduation,  a high  tax 
at  a high  rate  when  a high  profit  is  made,  and  no 
tax  at  all  in  the  next  year.  . 

15.566.  Graduation  does  not  apply  to  a limited 

comp  any  ? — No.  . 

15.567.  The  bulk  of  the  tax-paying  collieries  are 
limited  companies? — Yes. 

15.568.  Is  there  any  hardship  in  their  paying  on 
the  actual  profits  of  the  preceding  year  as  compared 
with  an  ordinary  trader.  The  profit  is  made  in  a 
particular  year ; why  should  not  the  tax  be  set  aside 
in  ths  case  of  a colliery  ? — I do  not  think  there  is  any 
particular  hardship  provided  there  is  an  adequate 
provision  for  carrying  forward  losses. 

15.569.  With  regard  to  the  average  of  the  seven 
preceding  years,  mentioned  in  your  paragraph  J/, 
what  forms  of  royalties  are  assessed  on  a seven  years 

average?— May  I turn  up  the  reference? 

15.570.  I should  put  it  another  way.  Are  there 
many  assessments  on  royalties  on  a seven  years 
average? — Very  few  indeed.  I think,  probably,  you 
will  find  about  one  assessment  in  each  country  parish 
or  each  group  of  parishes  representing  a manor. 
They  are  manorial  dues  and  that  sort  of  thing. 

15  571  You  refer  to  manorial  dues  and  then  add 
royalties  and  profits  ”?— They  are  manorial  royal- 
ties. The  words  of  the  Act  are  “ manors  and  other 
royalties  ” ; they  are  taken  from  No.  II  of  Schedule  A 
of  the  1842  Act.  They  do  not  refer  to  royalties  in 
the  ordinary  sense  in  which  we  understand  that  term. 
15,572.  Mr.  Kerly : They  are  not  mining  royalties? 


- -No. 

15.573.  Mr.  Pretyman:  Would  they  be  mining 
royalties  where  the  mines  were  held  in  right  of  the 
lord  of  the  manor  and  not  in  right  of  the  ownership 
of  the  soil?— I think  not.  I have  never  heard  it 
contended  that  a mining  royalty  should  be  dealt  with 
under  that  head  at  all. 

15.574.  Mr.  Armitag  e-Smith  : Can  you  tell  me  why 
the  Income  Tax  runs  from  the  6th  April  to  the  5th. 

As  a matter  of  fact,  wo  are  hoping  to  give  you  a 
memorandum  on  that  subject.  It  was  raised,  I think, 
at  the  opening  sitting  of  the  Royal  Commission; 
Mr.  Hopkins  was  asked  some  questions  about  it  and 
we  made  a note  to  prepare  a memorandum  on  the 
subject.  That  memorandum  is  now  being  prepared, 
and  if  you  would  allow  me  to  reserve  my  answer  until 
that  is  put  in,  I think  you  will  find  it  is  cleared  up 
there.  [See  Appendix  No.  7 (o)]. 

15.575.  Dr.  Stamp : In  the  case  that  you  illustrate 
in  paragraph  15,  showing  the  reaction  on  the  scale  or 
graduation,  it  is  quite  clear  that  a private  trader 
whose  profits  fluctuate  considerably  is  at  a disadvan- 
tage compared  with  one  who  makes  the  same  profits 
in  the  long  run  evenly? — Yes,  that  is  the  point. 

15.576.  Probably  that  would  be  fairly  quickly  dis- 
covered by  the  private  trader? — I think  so;  when  he 
has  to  pay  money  out  he  discovers  the  grievance. 

15.577.  Therefore  he  would  feel  that  he  would  like 
to  make  his  profits,  as  far  as  possible,  evenly?— Yes. 

15.578.  Would  he  not  be  tempted  to  adopt  various 
expedients,  not  necessarily  fraudulent,  but  the  subject 
of  matters  of  opinion,  in  his  accounts  for  equating 
his  profits? — The  incentive  to  do  so  would  be  there, 
at  any  rate. 

15.579.  And  would  be  very  difficult  to  stop?— It 


would. 


15.580.  Such  questions  as  the  sort  of  value  that  he 
puts  upon  his  unfinished  manufactures? — Yes. 

15.581.  Which  are  difficult  to  tie  down  to  any  par- 
ticular market  value? — Yes. 

15.582.  And,  therefore,  we  should  expect  to  find 
a tendency  set  up  amongst  the  people  affected  to, 
remedy  this  particular  trouble? — Yes,  I think  there 
would  be  a growing  - tendency  in  that  direction  as 
years  passed. 

15.583.  And  it  would  apply  also  to  indefinite  con- 
tracts, everything  which  was  not  the  subject,  or 
could  not  be  the  subject,  of  an  actual  arithmetical 
test,  but  had  to  be  an  estimate,  would  be  brought 
into  play  in  order  to  equate  his  profits? — Yes. 

15.584.  With  regard  to  the  average  system  as  a 
whole  it  applies  almost  entirely  in  favour  of  the  tax- 
payer and  against  the  Revenue,  because  while  it  is  in 
his  favour  the  Revenue  must  allow  it  to  remain  in 
his  favour,  but  as  soon  as  it  goe6  against  him  he 
urges  all  kinds  of  claims  for  remedial  sections  such 
as  those  you  see  in  Annexe  III? — Quite,  the  average 
system  with  the  remedial  sections. 

15.585.  The  average  system  involves  remedial  sec- 
tions every  time  it  is  against  the  taxpayer? — I am 
afraid  it  does. 

15.586.  Therefore  the  system  is  very  much  against 
the  Revenue  as  a whole?— Ye6. 

15.587.  It  is  heads  I win  and  tails  you  lose  in 
favour  of  the  taxpayer? — That  is  so. 

15.588.  Is  it  within  your  knowledge  that  the 
Americans,  I suppose  on  Pope’s  principle  that  “ Man 
never  is  but  always  to  be  blessed,”  are  making 
inquiries  about  our  average  system  and  hankering 
after  its  adoption? — It  certainly  is  within  my  know- 
ledge that  one  eminent  official,  at  any  rate,  from 
Washington  has  expressed  views  that  our  average 
system  is  greatly  to  be  preferred  to  their  system.  I 
do  not  know  how  far  that  feeling  is  general. 

15.589.  If  we  adopt  a one  year  system  of  assess- 
ment the  question  then  arises  about  its  reference  to 
the  total  income? — Yes. 

15.590.  You  can  use  the  actual  profits  of  1919  in 
one  of  three  ways,  I take  it.  You  can  say  that  it  is 
the  final  basis  of  assessment  for  the  fiscal  year  1920 
not  to  be  adjusted  by  anything  that  happens  in  1920. 
Anything  that  happens  in  1920  will  be  reflected  in 
the  assessment  of  1921;  that  is  one  way  of  doing  it? 
— Yes. 

15.591.  It  involves  the  public  being  educated,  does 
it  not,  along  the  line  that  deduction  of  tax  at  the 
source  in  1920  does  not  really  relate  to  their  liability 
for  that  year  but  will  be  put  right  in  the  following 
year?— Yes.  If  you  carry  the  preceding  year  sug- 
gestion to  its  logical  conclusion  it  does  involve  that, 
and  tax  deducted  at  the  source  would  be  tax  de- 
ducted on  account  of  the  following  year. 

15.592.  Do  you  think  that  would  be  a very  difficult 

idea  for  the  public  to  assimilate? — I am  afraid  it 
would  be  rather  difficult,  and  I think  there  would  be 
a considerable  outcry  against  paying  tax  so  long  in 
advance.  . 

15.593.  The  second  way  of  using  the  year  iyi9 
would  be,  that  it  is  to  be  the  liability  of  the  year 
1919,  but  that,  as  you  do  not  know  it  during  the 
year  when  you  want  the  payment,  you  must  use  the 
previous  year  provisionally,  and  then  come  at  the 
end  of  the  year  and  make  an  adjustment?— Yes,  that 
is  the  point  that  Mr.  Kerly  put  to  me,  I think. 

15.594.  That  seems  to  involve  two  bites  at  the  one 
year? — Yes,  it  does. 

15.595.  Would  it  necessarily  in  administration  in- 
volve two  bites  if,  in  making  the  provisional  assess- 
ment for  the  following  year,  you  added  to  it  or 
deducted  from  it  the  adjustment  for  the  previous 
year?— I think  there  are  a great  many  cases  uhere 
in  practice  it  would  not  involve  two  bites. 

15  596.  It  could  be  worked  administratively  so  as 
to  work  in,  and  there  would  only  be  one  payment. 

In  numerous  cases.  . 

15,597.  Then  there  is  a third  way  of  using  the 
vea  r 1919  and  that  is  to  wait  until  the  year  is  well 
over  and  then  ask  what  the  profits  were  and  assess 

^1™ 598.  But  that  does  involve  the  difficulty  of  the 
break?— Yes,  that  does  involve  the  great  difficulty 
of  the  break. 
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15.599.  You  have  to  wait  a year  until  after  the  end 
of  the  year  1919  before  you  can  assess  the  year  1919. 
In  the  meantime  you  have  either  to  lose  a year’s 
revenue  or  have  a stop-gap.  If  that  could  once  be 
got  over  by  some  means  do  you  think  the  third 
method  would  be  the  best? — I think  there  would  be 

' a great  deal  to  be  said  for  the  third  method  if  you 
could  once  get  over  that. 

15.600.  The  taxpayer  would  know  that  his  actual 
income  for  the  year  1919  was  to  be  his  liability  for 
that  year,  and  that  it  would  be  assessed  after  it  was 
known? — Yes.  I think  on  the  whole  that  would  have 
the  greatest  advantages  in  those  circumstances. 

15.601.  In  view  of  the  fact  that  its  only  disad- 
vantage is  a temporary  one  applying  to  one  year,  do 
you  think  any  scheme  could  be  put  forward  that  would 
be  acceptable  for  that  break? — I cannot  see  how  it  is 
possible  for  us  to  sacrifice  a year’s  revenue. 

15.602.  No,  that  cannot  be  done? — That  cannot  be 
done.  Then  you  have  to  get  some  device  for  getting 
your  year’s  revenue,  and  one  possible  way  of  doing 
it  is  the  suggestion  made  by  Mr.  Kerly,  which,  in 
the  eyes  of  the  taxpayer,  would  amount  to  taxing 
him  twice  for  one  year. 

15.603.  Supposing  you  did  use  one  year’s  profits 
as  a basis  twice  over,  and  for  those  who  grumbled 
because  it  hit  them  give  them  a remedy,  but  let  the 
others  have  the  benefit  of  any  advantage — frankly 
accept  your  loss  for  the  year? — I am  not  quite  sure 
that  I follow  you. 

15.604.  If  you  were  to  use  one  year’s  profits  twice 
over  some  people  would  have  a grievance? — A 
grievance  to  this  extent,  that  everybody  would  say : 

*‘  I am  being  asked  to  pay  Income  Tax  twice  over  for 
the  year  1920,”  if  I have  understood  you  rightly. 

15.605.  What  you  would  say  would  be,  I take  it, 
that  the  profits  of  the  year  1919  are  going  to  be  the 
final  liability  for  the  year  1919? — Yes. 

15.606.  After  the  end  of  the  year? — Yes. 

15.607.  But  as  we  cannot  wait  for  a year’s  revenue 
we  have  got  to  assess  you  during  the  year  1919? — Yes. 

15.608.  On  some  basis  or  another? — Yes. 

15.609.  In  order  to  get  a year’s  payment  in  some- 
how?— Yes. 

15.610.  Would  you  adopt  some  such  mode? — Yes, 
provisional  payment. 

15.611.  Some  people  would  be  aggrieved  by  it? — Yes. 

15.612.  Meet  their  grievance,  and  swallow  the  loss 
you  suffer  on  those  who  have  the  advantage;  would 
that  be  a possible  way  of  making  the  change? — That 
might  be  a possible  way  of  making  the  change.  J 
am  not  sure  that  it  would  make  it  very  smooth. 

15.613.  There  seems  to  be  a very  great  consensus  of 
opinion  that  it  would  be  desirable  to  have  the  profits 
of  one  year  as  a basis  for  a year  of  tax? — Yes. 

15.614.  And  there  are  those  three  methods? — Yes. 

15.615.  Do  you  incline  to  the  view  that  if  we  can 
get  over  the  break  the  last  is  the  best? — I do. 

15.616.  Mr.  Pretyman : Do  you  think  that  the 
objections  which  are  raised  to  the  average  system  and 
the  suggestions  to  substitute  the  preceding  year  for 
it  are  largely  due  to  a feeling,  perhaps  not  acknow- 
ledged, against  the  high  rate  of  tax  rather  than 
against  the  actual  system  of  average? — No,  I do  not 
think  I should  have  suggested  that. 

15.617.  Are  the  difficulties  of  the  average  system 
accentuated  by  the  high  rate  of  tax? — I do  not  think 
so,  except  in  so  far  as  bad  graduation  is  accentuated 
by  a high  rate. 

15.618.  The  differences  involve  larger  sums?— I am 
not  quite  sure  that  I have  followed  your  point. 

15.619.  What  I mean  is,  that  any  difference  that 


would  be  reached  by  changing  the  system  from  an 
average  system  to  an  annual  system  is  accentuated 
by  the  high  rate  of  tax? — Yes,  I beg  your  pardon — 
the  difficulty  of  the  change  over.  I agree. 

15.620.  In  the  first  place,  do  you  think  that  apart 
from  the  difficulties  of  the  change  over  there  would 
be  any  real  gain  in  changing  from  the  average 
system  to  the  preceding  year?— On  the  whole,  our 
view  is  that  it  would  be  better  to  leave  things  alone. 

15.621.  That  is  covering  the  whole  ground,  but  1 
wanted  to  ask  you,  supposing  the  difficulty  of  the 
change  over  could  be  met,  eliminating  that  altogether, 
do  you  think  that  a preceding  year  basis  is  preferable 
to  the  three  years’  average  in  itself,  supposing  you  are 
starting  afresh.  Supposing  you  were  going  to  start 
now  and  had  not  got  a three  years’  average — I am 
speaking  of  traders  under  Schedule  D — would  you 
start  now  on  the  three  years’  basis  or  on  the  pre- 
ceding year? — 1 think  if  I thought  the  whole  subject 
fully  out  I should  just  come  down  on  the  side  of  the 
average. 

15.622.  But  in  addition  to  that,  you  have  got  the 
very  great  difficulty  that  you  have  mentioned  of  the 
change  over? — Yes. 

15.623.  In  itself  you  rather  prefer  the  average, 
although  you  think  there  is  a great  deal  to  be  said 
on  both  sides? — Yes,  I do. 

15.624.  But  over  and  above  that  you  have  the  verv 
grate  difficulty  ol;  changing  over?  Yes. 

15.625.  At  any  change  over  you  charg6  people  twice 

on  the  same  year.  Take  two  opposite  cases : one 

trader  might  have  £10,000  taxable  profit  in  the  year 
and  another  man  might  have  £5,000 ; in  the  following 
year  their  positions  might  be  reversed? — Yes. 

15.626.  Then  the  man  who  had  £10,000  the  first  year 
and  £5.000  the  second  year  would  pay  twice  on  the 
£10,000,  and  the  man  who  had  £5,000  the  first  year 
and  £10,000  the  second  year  would  pay  twice  on  the 
£5,000? — Yes.  Of  course,  under  the  average  system 
the  £10,000  has  never  come  in  at  all  at  present.  If 
you  make  the  change  over  it  immediately  comes  in 
for  the  following  year  at  what  I may  describe  as  its 
full  figure.  He  pays  on  the  £10,000  at  once.  If  the 
change  over  had  not  been  made  he  would  have  paid 
on  the  average  of  £10,000  plus  the  previous  year  and 
the  previous  year. 

15.627.  I do  not  think  von  quite  see  my  point.  J 
am  speaking  of  paying  twice  in  the  one  year,  and  1 
am  taking  the  year  1920  as  the  year  which  is  used 
to  pay  twice  upon,  that  is  to  say,  at  the  beginning  of 
1921  the  man  pays  on  1920 ; then  he  pays  again  on 
1920  the  second  time? — Yes.  It  is  not  ' the  change 
from  the  average  to  the  preceding  year  which  would 
do  that;  it  is  under  Dr.  Stamp’s  proposal. 

15.628.  Yes.  One  man  would  pay  twice  at  £10,000, 
and  the  other  man  would  pay  twice  on  £5,000, 
although  they  each  had  the  same  income  in  the  two 
years  of  £15,000? — Yes. 

15.629.  Would  not  that  be  regarded  as  an  intoler- 
able injustice? — That,  I think,  would  give  rise  to 
difficulties  and  probably  we  should  have  to  take 
measures  to  meet  that  difficulty  if  Dr.  Stamp’s  sug- 
gestion were  adopted. 

15.630.  Would  it  not  be  very  difficult  to  take  such 
measures  without  carrying  on  the  average  system  for 
a long  period? — A number  of  suggestions  have  been 
made  to  meet  the  difficulty  of  the  change,  whatever 
the  change  were.  In  this 'paper  we  have  dealt  onlv 
with  a change  from  the  three  years’  average  to  the 
preceding  year.  We  have  not  re'ally  dealt  with  the 
particular  and  more  revolutionary  change  tliat  Dr. 
Stamp  had  under  consideration. 


Mr.  Arthur  Lyon  Ryde,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief:  — 

Evidence-in-ch'ief  of  Arthur  Lyon  Ryde,  Esq., 
Past  President  of  the  Surveyors’  Institution,  on 
behalf  of  that  body. 

15,631.  (1)  1 have  been  in  business  in  Westminster 
as  a surveyor  since  1873.  Generally  speaking  my  busi- 
ness may  be  described  as  threefold,  viz  : — 

(a)  the  making  of  valuations  for  rating  pur- 
poses. 


(6)  the  purchase  or  sale  of  property,  especiallv 
under  compulsory  powers. 

(c)  the  management  of  house  property. 

My  business  under  the  heading  of  (ti)  has  given 
me  a large  experience  as  to  the  cost  of  maintaining 
and  repairing  buildings.  My  business  under  the 
heading  of  (c)  has  diminished.  In  the  first  part  of 
my  career  my  firm  collected  the  rents  of  a consider- 
able number  of  houses,  but  at  the  present  time  we 
only  collect  the  rents' of  a small  number.  Our  ex- 
perience in  the  Jatter  capacity,  however,  brings  us 
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into  direct  contact  with  the  actual  cost  of  the  repairs 
of  houses.  My  business  under  the  heading  ( b ) does 
not  perhaps  directly  assist  in  the  consideration  of 
questions  connected  with  Income  Tax,  but  I may 
mention  that  I have  purchased  over  200  sites  in  the 
metropolitan  area  for  the  Receiver  of  Police. 

15,602.  (2)  Deductions  in  respect  of  repairs,  dec. — I 
am  of  opinion  that  theoretically  the  proper  way  to 
assess  property  for  Income  Tax  purposes  would  be  to 
deal  with  income  obtained  from  property  on  the 
same  lines  as  that  derived  from  a business,  deduc- 
tions of  actual  and  proper  expenditure  being  allowed 
from  the  gross  income  to  obtain  the  net  income,  the 
owner  being  assessed  upon  the  latter.  Section  69  of 
the  Finance  (1909-10)  Act,  1910,  as  amended  by 
section  8 of  the  Finance  Act,  1914,  provides  for  this 
to  be  done  in  connection  with  any  land  inclusive  of 
farm  houses  and  other  buildings,  and  any  houses 
the  annual  value  of  which  as  adopted  for  the  pur- 
pose of  lucome  Tax  under  Schedule  A does  not 
exceed  £8.  This  amount  was  increased  to  £12  by 
the  Finance  Act,  1914,  and  to  a maximum  of  £70  by 
section  19  of  the  Finance  Act,  1919.  Anyone  who 
is  accustomed  to  collect  rents  from  houses  on  behalf 
of  the  landlord  who  does  the  repairs  will  not  deny 
the  proposition  that  he  pays  Income  Tax  in  the 
majority  of  cases  on  a much  larger  sum  than  the 
true  net  income  of  the  property.  Take  the  case  of 
a house  let  at  £72  a year-  under  a three  years’  agree- 
ment, or  annual  tenancy.  The  occupier  pays  the 
Property  Tax  and  deducts  it  when  he  pays  his  land- 
lord, who  may  be  a lessee.  The  latter  deducts  when 
he  pays  the  ground  rent.  Under  these  circumstances 
the  lessee  has  paid  the  Income  Tax  on  all  the  balance 
left  after  deducting  the  ground  rent  and  one-sixth 
of  the  rent.  Anyone  accustomed  to  collect  the  rent 
of  houses  of  this  description  knows  that  on  the 
average  of  years  £12  does  not  nearly  cover  the  cost 
of  repairs.  The  principal  expense  is  incurred  on  a 
change  of  tenancy,  when  the  landlord  generally  has 
to  do  up  the  house  for  the  incoming  tenant.  Prior 
to  the  war  such  a house  used  to  cost  about  £50  to  do 
up,  but  at  the  present  time  the  owner  is  fortunate 
if  the  work  can  be  done  for  £90  or  £100.  It  is  true 
that  there  is  not  such  a frequent  change  of  tenants 
at  the  present  time,  so  that  the  doing  up  of  the 
house  does  not  occur  so  frequently,  but  the  extra 
cost  involved  entirely  nullifies  any  advantage  gained 
in  this  respect  and  there  are  always  small  repairs 
to  be  done,  even  without  a change  of  tenancy. 
There  are  thousands  of  houses  of  this  description. 

15.633.  (3)  To  deal  with  all  buildings  by  making 
a deduction  of  the  actual  expenditure  might  entail 
labour  in  the  examination  of  accounts  which  would 
be  too  great  to  make  such  a system  practicable, 
however  correct  it  might  be  in  theory.  But  under 
these  circumstances,  unless  property  owners  are  to  be 
subjected  to  a greater  burden  than  those  possessing 
incomes  derived  from  other  sources,  it  becomes  the 
more  necessary  to  secure  that  the  deduction  allowed 
in  respect  of  repairs,  insurance,  &c.,  in  order  to 
arrive  at  the  presumptive  net  income,  should  ap- 
proximate to  a fair  average  of  the  oost  of  these 
outlays.  In  my  opinion  the  present  allowance  of 
one-sixth  is  utterly  insufficient  for  this  purpose,  and 
I consider  that  it  should  be  raised  to  at  least  one- 
fourth.  The  Report  of  the  Committee  on  the 
Increase  of  Rent  and  Mortgage  Interest,  War 
Restrictions  Act,  would  indicate  that  even  this  is 
insufficient  under  existing  conditions.  In  paragraph 
14  it  is  stated  that  on  the  average,  repairs  amounted 
before  the  war  to  approximately  one-fifth  of  the 
rental,  exclusive  of  rates,  and  that  the  oost  of 
repairs  at  present  (31st  December,  1918)  might  be 
taken  to  be  considerably  more  than  double  the  pre- 
war cost  and  was  likely  to  be  approximately  double 
for  the  next  one  or  two  years.  Other  costs  of 
management  were  also  higher,  while  insurances  had 
to  be  considerably  increased  to  meet  the  increased 
cost  of  reinstatement.  Under  the  circumstances, 
therefore,  a flat  rate  of  one-fourth  instead  of  one- 
sixth  cannot  be  looked  upon  as  excessive. 

15.634.  (4)  There  are,  of  course,  obvious  objections 
to  a flat  rate,  because  it  is  based  on  rental  value 
and  not  on  the  probable  cost  of  repairs,  but  the 
difficulty  of  differentiating  between  different  classes 
of  property  is  almost  insuperable ; while  that  of 


dealing  with  all  property  by  an  extension  of  section 
69  of  the  1910  Act  has  already  been  referred  to. 

15.635.  (5)  Empty  premises. — Empty  houses  are  not 
assessed  for  Income  Tax  under  Schedule  A,  as  no 
income  arises  therefrom,  but  although  empty  they 
still  have  to  be  kept  in  repair  and  insured  and 
are  therefore  a source  of  expense  to  the  owner. 
There  is  a considerable  body  of  opinion  among  the 
members  of  the  Surveyor's’  Institution  that  some 
allowance  in  respect  of  these  outgoings  should  be 
made;  either  in  the  shape  of  a deduction  for  assess- 
ment purposes  from  other  sources  of  income,  or  by 
allowing  the  amount  of  the  annual  deduction,  which 
has  accumulated  during  the  period  the  premises  have 
been  empty,  to  be  deducted  from  the  tax  which 
would  again  become  payable  on  the  premises  being 
re-let  or  occupied.  The  question  arises  what  the 
amount  of  the  annual  deduction  in  respect  of  empty 
premises  should  be.  The  expenditure  on  repairs 
and  supervision  would  as  a rule  be  less  than  in  the 
case  of  premises  producing  income,  but  the  cost  of 
insurance  would  remain  the  same.  If,  as  is  sug- 
gested in  paragraph  3,  the  flat  rate  for  deduction 
in  the  case  of  occupied  premises  were  increased  from 
one-sixth  to  one-fourth,  the  rate  allowed  in  respect 
of  unoccupied  premises  might  be  placed  at  one-sixth. 

15.636.  (6)  Under  a recent  decision  a tenant  is  not 
compelled  to  produce  the  receipt  for  the  payment  of 
tax  Schedule  A when  claiming  a deduction  from 
his  rent  in  respect  of  such  payment.  This  decision 
gives  rise  to  unnecessary  complications,  and  entails 
additional  and  unnecessai'y  labour  upon  both  owner 
(or  agent)  and  the  Surveyor  of  Taxes.  The  former, 
in  order  to  protect  himself,  must  apply  to  the  latter 

- to  make  sure  that  the  tax  has  been  paid,  and  the 
Surveyor  of  Taxes  must  give  a certificate  of  pay- 
ment. If  this  cumbersome  procedure  is  not  followed, 
and  the  deduction  is  allowed  without  verification  of 
the  payment  of  the  tax.  the  owner,  in  the  event  of 
the  bankruptcy  or  the  absconding  of  the  tenant,  may 
find  himself  liable  for  the  payment  of  a tax  which 
be  has  already  paid  indirectly  through  the  tenant 
by  means  of  a deduction  from  the  rent.  The  pro- 
duction of  the  receipt  should  be  made  obligatory 
before  the  tenant  can  legally  claim  a deduction  in 
respect  of  tax  from  his  rent. 

15.637.  (7)  Flats. — Limited  liability  companies.- - 
It  should  be  pointed  out  that  shareholders  in  limited 
liability  companies  owning  house  property  or  flats 
are  in  a worse  position  than  individuals  possessing 
similar  property.  The  present  high  rate  of  the  tax 
(6s.  in  the  £)  together  with  the  increased  local  rates, 
has  in  many  cases  destroyed  all  possibility  of  a 
dividend  being  declared,  and  indeed  has  not  in- 
frequently resulted  in  an  actual  deficit.  Where  a 
dividend  is  declared,  shareholders  not  liable  to  the 
highest  rate  of  tax  can  claim  a rebate  of  the 
difference  between  the  6s.  in  the  £,  payable  by  the 
company  under  Schedule  A,  and  the  rate  at  which 
they  are  liable.  If,  however,  no  dividend  is  paid, 
although  the  tax  under  Schedule  A has  been  paid  by 
the  company,  the  individual  shareholder  is  precluded 
from  making  any  claim  for  a rebate. 

15.638. (8)  Hardship  may  be  inflicted  on  an  owner 
who  has  let  the  premises  subject  to  a condition  that 
ho  is  responsible  for  repairs,  where  an  improvement 
in  value  occurs  during  the  currency  of  the  tenancy. 
The  property  is  let  say  at  £120  per  annum,  the  owner 
being  responsible  for  repairs.  Under  normal  con- 
ditions he  would  at  present  pay  tax  under  Schedule 
A on  £100,  i.e.,  £120  less  a deduction  of  one-sixtb. 
During  the  currency  of  the  tenancy  the  value  of 
the  property  is  increased  to  say  £150  per  annum. 
The  receipt  for  payment  of  Schedule  A tax  con- 
tains the  following  note: — “ The  Landlord  is  bound, 
“ under  a penalty  of  £50,  to  allow  out  of  the  first 
“payment  to  be  made  on  account  of  rent  after  the 
“ date  of  this  receipt  the  amount  of  duty  paid  under 
“ Schedule  A up  to  an  amount  for  the  whole  year 
“ not  exceeding  the  amount  of  the  duty  on  the  rent 
“ payable  for  the  year  at  the  rate  or  rates  paid  in 
“ respect  of  such  rent.” 

The  tenant  would  therefore  be  justified  in  deduct- 
ing tax  on  the  full  £120  paid  to  the  owner,  although 
as  the  latter  is  responsible  for  repairs  he  ought 
really  to  pay  on  £100  only.  This  cause  of  complaint 
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arises  in  places  where  it  is  not  customary  for  the 
tenant  to  do  repairs,  e.g.,  Leicester,  and  calls  for 
remedy.  This  might  be  done  by  an  alteration  in  the 
Note  on  the  receipt,  making  it  clear  that  except  in 
repairing  leases  the  tenant  could  not  claim  a greater 
sum  from  the  owner  than  the  latter  would  have  had 
to  pay  had  he  himself  paid  the  tax  due  from  him. 

15.639.  (9)  It  cannot  be  too  often  repeated  that 
anything  which  tends  to  make  the  holding  of  house 
property,  as  an  investment,  unpopular,  aggravates 
the  housing  question  which  is  calling  so  loudly  for  a 
solution.  In  olden  days,  surveyors  as  a body  fre- 
quently invested  their  money  in  the  erection  of  house 
property.  My  own  father  did  so  to  a considerable 
extent.  The  experience  gained  in  connection  with 
the  property  has  been  such  that  nothing  would 
induce  me  either  to  erect  or  purchase  house  property 
as  an  investment.  This  remark,  of  course,  does  not 
apply  to  a person  purchasing  a house  for  his  own 
occupation. 

In  my  opinion  Income  Tax  on  house  property 
should  he  so  arranged  as  not  to  fall  more  severely 
upon  the  owners  than  it  does  upon  the  owners  of 
stocks  and  shares. 

[This  concludes  the  evidence-in-chief.'] 

15.640.  Chairman : You  have  gone  very  fully  into 
the  matter  in  your  evidence-in-chief,  and  now  we 
may  want  to  examine  you  on  a few  of  the  points 
raised  in  your  paper? — I understand. 

15.641.  Mr.  Kerly:  You  say,  if  I follow  you,  that 
theoretically  the  proper  way  to  assess  property  would 
be  to  assess  on  the  net  income,  deducting  the  actual 
expenditure  on  repairs  from  the  gross  rent? — Yes, 
on  an  average  of  years.  I do  not  mean  the  actual 
expenditure  of  any  one  year,  but  the  actual  expendi- 
ture on  an  average  of  years. 

15.642.  By  “ gross  rent  ” do  you  mean  the  gross 
rent  or  the  valuation  where  the  property  is  in  the 
owner’s  occupation? — Yes,  they  being  practically  the 
same  thing. 

15.643.  That  is  another  theory,  is  it  not — whether 
it  is  the  same  thing? — I mean  it  is  intended  to  be 
the  same  thing. 

15.644.  You  say,  still  on  theory,  it  should  be  on  an 
average? — Yes. 

15.645.  Not  each  particular  year? — You  would  find 
it  fluctuate  so  violently  that  it  would  be  most  incon- 
venient to  take  any  one  year. 

15.646.  Of  course  in  some  years  you  might  spend 
more  than  in  another  year? — Yes. 

15.647.  What  would  be  your  suggestion  with  regard 
to  the  average;  how  many  years? — I think  three 
years  is  enough. 

15.648.  You  say  that  the  statutory  allowance  is 
utterly  insufficient;  that  is  one-sixth? — Yes,  there  is 
not  the  slightest  doubt  about  that. 

15.649.  Are  you  able  to  put  before  us  any  actual 
figures  on  which  you  have  arrived  at  your  conclusion  ? 
— I have  been  in  the  habit  of  collecting  rents  and 
paying  for  repairs.  I have  a little  statement  here. 
I do  not  think  it  is  possible  to  give  you  a very  broad 
basis  because  the  properties  fluctuate  so;  but  I can 
give  you  an  instance  of  three  little  houses  for  six 
years  if  you  like. 

15.650.  Perhaps  you  would  hand  that  in ; it  is  not 
much'  good  giving  it  to  me  personally,  but  will  you 
hand  in  or  send  a copy  of  it? — Yes. 

15.651.  You  say  three  little  houses? — They  are  £36 
houses.  I took  those  as  an  average  size. 

15.652.  They  are  houses,  I suppose,  falling  within 
the  Increase  of  Rent  Act? — Yes. 

15.653.  So  that  the  limitation  is  more  hard  in  cases 
where  the  repairs  have  gone  up  and  you  cannot 
increase  the  rent? — Yes. 

•15,654.  Is  it  limited  to  that  class  of  property? — 
Is  what  limited  to  that  class  of  property? 

15.655.  The  insufficiency  of  the  one-sixth  allowance? 
— Oh,  dear,  no.  You  may  take  it  that  the  one-sixth 
ought  to  be  increased  to  very  nearly  twice  as  much. 

15.656.  In  cases  both  of  large  and  small  property? — 
Yes.  If  you  take  the  present  range  of  cost  of  repairs 
it  ought  to  be  at  least  one-third,  and  in  fact  one-third 
would  not  cover  the  cost  of  repairs. 


15.657.  Are  you  speaking  of  repairs  only  or  is  that 
to  cover  anything  for  empties? — No,  nothing  but 
repairs  and  insurance,  which  are  supposed  to  be 
covered  by  the  one-sixth.  The  insurance  is  a minute 
quantity;  you  might  almost  neglect  it. 

15.658.  Is  it  the  fact  that  before  the  war,  in  esti- 
mating for  investment  purposes  the  value  of  property 
which  was  let,  you  deducted  one-sixth? — I never 
deducted  one-sixth,  because  I knew  it  was  not  enough. 

15.659.  It  was  a common  calculation  ? — Some  people 
deducted  one-sixth,  but  it  was  never  enough  within 
the  last  20  years. 

15.660.  Now  of  course  we  know  it  is  more? — Yes. 

15.661.  As  a set-off,  during  the  war,  repairs  have 
not  been  d ne  in  a great  many  cases  ? — There  are 
certain  repairs  which  you  cannot  put  off.  Properties 
would  become  so  bad  in  appearance  that  it  would  cost 
you  more  to  put  them  off  than  to  do  them. 

15.662.  At  the  present  time  it  is  not  necessary  to 
do  repairs  of  small  houses  in  order  to  let  them? — No, 
because,  of  course,  at  the  present  time  there  are  no 
houses  to  let.  so  to  speak.  There  is  a squeeze  at 
present;  everything  is  absolutely  abnormal. 

15.663.  Now  pass  on  to  the  case  of  empty  properties. 
You  say  in  the  case  of  empty  properties  no  tax  is 
payable  and  no  allowance  is  made  from  the  gross 
income.  You  suggest  that  in  that  case  you  should 
allow  one-sixth  i" — Yes. 

15.664.  Is  your  proposal  that  that  allowance  should 
be  carried  on  so  that  when  there  comes  a year  with 
some  return  you  should  have  the  one-sixth  for  the 
empty  years  allowed ?— That  is  the  suggestion.  Of 
course,  if  there  is  nothing  to  deduct  it  from,  you 
cannot  do  it. 

15.665.  How  far  do  you  propose  to  carry  it? — Until 
there  is  something  to  deduct  it  from. 

15.666.  Supposing  a property  stands  empty  for  six 
years,  you  would  allow  a deduction  of  the  whole  rent 
for  the  next  year? — I think  it  is  quite  possible  that 
you  would  have  to  put  some  limitation.  It  is  very 
rarely  that  property  stands  empty  for  six  years ; there 
is  not  one  case  in  10,000. 

15.667.  You  have  no  specific  suggestion  to  make? — 
No. 

15.668.  At  the  present  time,  in  the  Metropolitan 
area,  where  the  value  of  the  property  is  £70  or  under, 
you  are  allowed  the  actual  repairs,  are  you  not? — I 
find  by  the  Act  that  you  are. 

15.669.  The  corresponding  figures  are  £60  for  Scot- 
land, and  £52  for  the  rest  of  the  Kingdom? — Yes,  I 
take  it  that  you  are  quoting  the  Act. 

15.670.  But  you  do  not  suggest,  as  a practical 
method,  that  the  actual  repairs  should  be  allowed. 
You  propose  some  average,  or  preferably  a flat  rate? 
— You  will  find,  if  you  read  my  evidenoe,  that  I do 
not  propose  that  that  should  be  adopted  at  all,  be- 
cause I think  it  would  oost  too  much ; but  I have  pro- 
posed that  you  should  deduct  a flat  rate  at  present 
of  25  per  cent. 

15.671.  I suppose  you  would  aim  at  keeping  your 
flat  rate  as  nearly  as  possible  to  your  three  years’ 
average  of  the  actual  outlay  ? — Yes,  tha/t  is  what  it  is 
intended  to  be. 

15.672.  In  paragraph  7,  you  refer  to  the  case  of 
companies  owning  house  property? — Yes. 

15.673.  Would  you  distinguish  between  people  own- 
ing one  or  a small  number  of  properties  as  invest- 
ments, and  people  carrying  on  the  business  of  holding 
and  managing  properties  as  a business? — I think  they 
ought  to  be  all  treated  alike,  but  at  present  they  are 
not  treated  alike  on  this  point.  I may  say  that  this 
point,  in  paragraph  7,  is  one  in  which  I have  no  par- 
ticular personal  interest.  There  is  hardship  going 
on,  because  most  shareholders  in  these  flat  companies, 
when  they  are  under  £500  a year,  we  will  say,  and 
they  are  therefore  not  liable  to  pay  6s.  in  the  £, 
cannot  get  the  allowance  back,  although  the  company 
is  paying  6s.  You  must  read  this  carefully  to  under- 
stand what  the  point  is;  it  is  an  obscure  point,  rather. 

15.674.  Why  cannot  a shareholder  get  it  allowed? — 
That  is  what  we  want  to  know. 

15.675.  I think  I appreciate  it;  I did  not  under- 
stand it  at  the  moment.  Ib  it  because  the  shareholder 
is  getting  a dividend? — No.  This  point  only  applies 
where  the  shareholder  gets  no  dividend,  partly  as  the 
result  of  the  company  having  paid  6s.  in  the  £ 
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Inoome  Tax.  Where  he  has  got  a dividend,  the  deduo 
tion  of  6s.  in  the  £ has  been  made,  and  he  can  pro- 
duce the  counterfoil  of  the  dividend  warrant  and 
say:  “ I want  that  reduced  to  3s.,”  or  whatever  he  is 
liable  for;  whereas  if  no  dividend  has  been  paid,  the 
company  has  paid  6s.  in  the  £,  and  the  shareholder 
cannot  get  any  of  it  back. 

15.676.  The  oompany  has  paid  6s.  in  the  £ upon 
income  produced  from  other  property ; is  that  it  ? — 
On  income  produced  by  the  property  in  which  the 
shareholder  has  a share. 

15.677.  I will  leave  this  to  members  of  the  Com- 
mission who  understand  it  better ; I do  not  myself 
follow  it? — I admit  it  is  an  obscure  point,  but  it 
affects  a few  people  very  severely  indeed. 

15.678.  You  suggest  that  it  would  be  a help  in  the 
housing  difficulty  if  a better  allowance  were  made, 
and  if  the  owners  of  property  were  more  lightly 
treated  ? — You  see,  that  is  a general  statement.  Any- 
thing which  tends  to  make  the  holding  of  property 
unpopular  is  a disadvantage. 

15.679.  At  the  present  time  you  cannot  hold  out 
any  hope  that  any  Income  Tax  allowance  will  make 
building  houses  to  let  a reasonable  investment? — No, 
but  I can  hold  out  the  hope  that  if  you  make  the 
deduction  in  respect  of  Income  Tax  with  regard  to 
houses  a fair  one,  there  is  more  chance  of  people 
investing  money  in  the  building  of  houses. 

15.680.  You  get  nearer  to  a point  that  you  will 
never  reach.  It  would  be  a better  way  of  dealing 
with  it,  to  have  a specific  allowance  from  the  State 
to  reduce  people’s  bills,  would  it  not? — Yes,  but  there 
are  always  objections  to  specific  allowances  from  the 
State.  The  State  cannot  always  stand  specific  allow- 
ances. 

15.681.  Mr.  Manville : I think  you  said  that  in  your 
opinion  one-third  was  a proper  allowance  at  the 
present  time? — I said  that  at  the  present  time  one- 
third  would  do  no  more  than  cover  the  actual  expense. 

15.682.  That  arises,  I think,  because  the  present 
rents  charged  are  not  economic  rents? — Partly,  but 
also  owing  to  the  excessive  cost  of  all  work  in  the 
shape  of  repairs. 

15.683.  But  assuming  that  rents  in  the  future 
become  economic  again,  the  allowance  will  rise,  will 
it  not,  in  proportion  to_the  cost  of  repairs? — If  the 
rente  become  economic  again,  the  percentage  would 
fall  naturally,  mathematically. 

15.684.  Then  we  should  get  back  to  the  25  per  cent, 
which  you  thought  was  the  proper  allowance? — Yes. 

15.685.  Mr.  McLintock : Do  you  draw  any  distinc- 
tion between  various  classes  of  property? — It  would 
take  too  long  to  draw  distinctions  between  various 
classes;  it  would  have  made  my  evidence  much  too 
long,  if  I had  drawn  any  distinction.  I must  speak 
only  in  general  terms. 

15.686.  The  point  I want  to  put  to  you  is  this. 
Take  office  property  generally.  Do  you  consider  that 
one-sixth  on  the  present  rentals  is  not  enough  over 
an  average  of  years? — If  you  refer  to  office  property 
in  the  City  of  London. 

15.687.  Or  in  any  city? — I should  think  that  one- 
sixth  would  be  sufficient  there,  because  the  rents  are 
so  high  for  the  amount  of  property  involved. 

15.688.  Would  it  be  oorrect  to  suggest  that  generally 
speaking  one^sixth  is  too  high?— No,  I do  not  think 
so. 

15.689.  But,  in  your  opinion,  it  is  enough? — I 
should  say  that  in  the  case  of  the  best  class  of  office 
property  one-sixth  was  enough.  I am  assuming,  of 
course,  very  high'  rente,  such  as  we  have  in  Lombard 
Street,  and  even  Parliament  Street. 

15.690.  Take  the  rents  that  you  have  in  all  large 
cities,  not  only  in  London ; the  rents  are  substantial  ? 
— Yes. 

15.691.  Have  you  investigated  the  cost  of  repairs 
of  that  type  of  property  in  any  big  cities? — In 
Liverpool  I have  investigated  the  cost  of  repairs 
in  such  places  as  the  Tower  Building  and  the  Liver 
Building,  and  places  like  that.  From  that  experience, 
I say  that  one-sixth  would  be  enough. 

15.692.  Then  with  regard  to  the  smaller  houses,  does 
not  the  relief  given  under  the  1919  Act  go  a long  way 
to  meet  the  difficulty?— It  does,  if  you  mean  that  the 
income  is  allowed  to  be  treated  as  a matter  of 


profit  and  loss.  I think  it  goes  a long  way  to  meet 
the  difficulty. 

15.693.  The  allowance  is  not  merely  confined  to 
repairs,  but  applies  to  the  whole  cost,  including  insur- 
ance and  management? — That  goes  a very  long  way 
to  meet  this  difficulty.  The  effect  of  my  evidence  is 
that  I am  of  opinion  that  theoretically  the  proper 
way  to  assess  property  for  Income  Tax  purposes  would 
be  to  deal  with  income  obtained  from  property  on  the 
same  lines  as  that  derived  from  a business.  That  is 
at  the  beginning  of  paragraph  2 of  my  paper.  That 
oractically  meets  the  difficulty,  I quite  admit. 

15.694.  But  as  regards  grievance,  so  far  as  office 
property  in  cities  is  concerned,  there  is  really  none  if 
one-sixth  is  ample? — There  is  really  none  if  one-sixth 
s ample.  It  is  a question  of  degree. 

15.695.  The  1919  Finance  Act  helps  all  properties 
in  London  up  to  £70,  in  Scotland  up  to  £60,  and  in 
other  parts  up  to  £52  ? — Yes.  When  I speak  of 
property  in  the  city,  I mean  property  in  which  rooms 
are  let  at  £100  a year,  and  that  kind  of  value. 
There  are  plenty  of  them. 

15.696.  But  if  you  take  the  greater  proportion  of 
office  property  as  you  find  it,  the  landlord  seldom 
spends  one-sixth  of  the  rent  on  repairs? — No,  but  the 
landlord  and  tenant  together  do,  sometimes. 

15.697.  If  the  tenant  spends  any  money  on  repairs, 
and  he  is  in  a trade  or  business,  he  charges  it  as  a 
business  expense? — Yes. 

15.698.  So  that  he  suffers  no  loss? — No;  but  my 
point  is  that  in  the  generality  of  houses  you  are 
charging  Income  Tax  on  an  income  that  does  not 
exist;  some  of  it  has  already  gone  in  repairs. 

15.699.  So  far  as  the  houses  have  a rent  of  not  more 
than  £52  a year,  you  are  not  charged  on  anything 
but  the  true  income? — I quite  agree  that  goes  a long 
way  to  meet  it. 

15.700.  Then  take  the  case  of  the  owner-occupier 
who  carries  on  business  in  his  premises.  He  has  no 
grievance  at  all  ?— I do  not  think  he  has  much. 

15.701.  Because  he  charges  everything  as  a busi- 
ness expense? — Yes. 

15.702.  Can  you  narrow  it  down  to  a particular  type 
of  property  where  there  is  still  a grievance? — There 
is  still  a grievance  in  every  house  which  is  let  over  £70 
a year.  Suppose  it  is  £72.  The  tenant  deducts 
Income  Tax  calculated  on  £60,  when  there  is  no 
£60  going  into  the  landlord’s  pocket.  Fortunately  I 
am  not  an  owner  of  property  : I do  not  feel  it  very 
much  myself ; but  it  is  so. 

15.703.  This  point  has  been  raised  by  other 
witnesses,  but  we  have  never  had  any  selection  of 
various  types  of  property,  showing  the  rental  and  the 
lepair  and  insurance  and  management  expenditure, 
so  as  to  indicate  that  there  is  a particular  grievance 
in  each  class  of  property? — I cannot  do  it  myself  now 
because  we  have  given  up  the  collection  of  rents,  but 
I had  the  collection  of  the  rents  of  a number  of  pro- 
perties at  Balham  at  one  time;  I think  there  were 
50  houses  altogether,  and  I am  certain  that  even  in 
those  days,  20  years  ago,  the  repairs  and  insurance 
came  to  very  nearly  25  per  cent. 

15.704.  Properties  with  an  average  rental  higher 
than  £50? — Yes,  they  went  from  £90  down  to  £60. 

15.705.  Would  it  not  be  possible  for  your  Institute 
to  give  the  Commission  some  evidence  on  the  point, 
specific  rather  than  general? — I should  think  the 
members  of  the  Institute  have  immense  numbers  of 
instances. 

15.706.  On  this  question  that  Mr.  Kerly  was  dealing 
with,  with  regard  to  a property-owning  limited  com- 
pany, does  not  that  apply  to  every  limited  company 
which  owns  property— that  they  pay  Schedule  A tax 
on  that  property  in  full  and  the  shareholders  of  that 
company  get  no  relief  in  respect  of  that  portion  of  the 
income? — It  applies  to  every  company  which  makes 
a business  of  managing  and  owning  property  and  pays 
no  dividend.  There  are  plenty  of  them  at  the  present 
lime,  where  the  cost  of  repairs  and  the  6s.  Income  Tax 
together  have  made  it  impossible  to  pay  dividends. 
Meanwhile  they  have  got  to  pay  6s.  Income  Tax,  and 
the  shareholders,  many  of  whom  are  not  liable  to  pay 
6s.  in  the  £ Income  Tax,  cannot  get  back  the  differ- 
ence between  the  6s.  and  what  they  are  liable  to  pay. 
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15.707.  The  same  thing  happens  in  any  limited  com- 
pany which  retains  a portion  of  the  profits  which  are 
taxed  at  6s.,  if  they  are  put  to  reserve? — I suppose  it 
does. 

15.708.  And  the  same  happens  in  the  case  of  a Muni- 
cipal Corporation  who  have  to  pay  Schedule  A tax  on 
all  their  property,  although  the  ratepayers,  who  are 
the  real  owners  of  that  property,  may  be  liable  for 
no  Income  Tax  whatever? — Yes,  but  it  is  more  re- 
mote in  that  case. 

15.709.  I mean  that  you  are  not  alone  in  this 
grievance  ? — I quite  agree,  but  at  the  same  time  there 
is  a distinct  grievance,  and  it  is  a grievance  that 
ought  to  be  removed,  I think. 

15.710.  I agree  that  to  a property-owning  com- 
pany it  is  a little  harder? — There  are  numbers  of 
people  who  are  not  liable  to  pay  6s.  Income  Tax  who 
have  shares  in  these  concerns.  The  company  has 
paid  the  6s.  Income  Tax  and  they  cannot  get  any  of 
it  back. 

15.711.  Mr.  Armitag  e-Smith : In  paragraph  3 you 
say:  “ In  my  opinion  the  present  allowance  of  one- 
sixth  is  utterly  insufficient  for  this  purpose,  and  I 
consider  that  it  should  be  raised  to  at  least  one- 
fourth.”  Do  you  distinguish  between  rent  in  respect 
of  building  and  rent  in  respect  of  site? — No;  we  have 
no  means  of  comparing  the  amount  of  repairs  with 
anything  but  the  rent  received;  or  at  least  I have 
not  compared  anything  but  the  amount  of  the  repairs 
on  the  one  hand  and  the  amount  of  rent  received  on 
the  other;  and  of  course  the  rent  received  includes 
the  land. 

15.712.  And  you  do  not  have  repairs  to  land? — No. 

15.713.  Therefore,  in  so  far  as  your  proportion, 
cne-sixth,  represents  your  outgoings,  it  requires 
modification  in  this  sense : that  you  have  not  de- 
ducted the  proportion  of  the  rent  which  is 
attributable  to  the  site? — No,  but  then  you  must 
understand  that  it  would  not  be  the  same  if  you 
eliminated  the  site  altogether;  it  would  be  a much 
higher  percentage. 

15.714.  But  you  have  neglected  that? — I have 
neglected  that,  because  the  site  is  usually  about  one- 
sixth  or  one-fifth  of  the  total,  and,  therefore,  you 
can  neglect  it  without  spoiling  the  mathematical  cal- 
culation. 

15.715.  Do  you  not  admit  that  your  calculation  re- 
quires modification  in  Tespect  of  this  fact,  that  some 
portion  of  the  rent  is  attributable  to  site? — Not  the 
least ; for  this  reason,  that  the  one-sixth  is  allowed  on 
the  land  as  well  as  on  the  building,  and,  therefore,  I 
keep  to  the  comparison  to  compare  with  that. 

15.716.  Then,  in  paragraph  5,  you  refer  to  empty 
premises.  You  suggest  that  the  rate  allowed  in  respect 
of  unoccupied  premises  might  be  lowered  to  one-fifth. 
Is  that  an  arbitrary  figure  or  is  that  your  experience? 
— There  is  no  experience  to  back  that  up.  You  have 
to  keep  empty  places  in  repair,  but  they  do  not  suffer 
wear  and  tear  to  the  same  extent  as  occupied  houses. 

15.717.  I have  great  sympathy  with  your  argument, 
but  it  would  very  much  help  your  argument  if  you 
supported  your  proposed  proportion  by  some  reasoned 
statement.  Is  it  purely  arbitrary? — It  is  purely 
arbitrary.  There  is  no  experience  which  can  support 
that. 

15.718.  At  the  end  of  paragraph  6 you  say : “ The 
production  of  the  receipt  should  be  made  obligatory 
before  the  tenant  can  legally  claim  a deduction  in 
respect  of  tax  from  his  rent  ”? — Yes,  that  is  a small 
point. 

15.719.  Is  it  not  a fact  that  some  landlords,  in 
claiming  quarterly  payment  of  rent,  state  on  their 
form  of  claim  that  no  deduction  in  respect  of  Income 
Tax  can  be  made  except  in  respect  of  the  March 
quarter? — I do  not  think  it  is  a fact;  certainly,  I 
never  saw  it. 

15.720.  It  is  the  fact? — I do  not  know  of  it. 

15.721.  Supposing  that  rent  is  payable  on  the  25th 
December,  and  Income  Tax  is  payable  on  the  1st 
January,  is  not  the  result  of  that  that  the  tenant 
has  to  advance  his  landlord’s  Income  Tax  for  a 
period  of  one  quarter? — No,  because  he  never  pays  it 
so  promptly  as  that. 

15.722.  Within  what  period  do  you  reckon  he  pays  ? 
— That  is  a question  to  which  one  could  only  give  a 


very  general  answer.  Some  of  them  pay  at  one  time 
and  some  at  another.  There  are  a large  number  who 
never  pay  their  rent  until  they  are  obliged  to. 

15.723.  But  in  so  far  as  a tenant  does  pay  at  a 
prescribed  date  he  stands  out  of  the  equivalent  now 
of  more  than  one  quarter's  rent  for  the  period  of  a 
quarter? — Yes,  but  he  would  not  do  that  if  there 
was  any  grievance  in  it.  He  need  not  do  it. 

15.724.  The  Court  have  taken  a different  view  of 
it? — I am  very  strongly  of  opinion  that  the  receipt 
ought  to  be  produced,  because  there  have  been  so  many 
instances  of  a man  deducting  the  Income  Tax  and 
going  away ; you  find  it  is  not  paid,  and  the  landlord 
lias  to  pay  it. 

15.725.  May  I put  this  to  you?  If  the  tenant  does 

produce  his  receipt  for  Income  Tax ? — -Which  ho 

never  does,  of  course,  till  Lady  Day. 

15.726.  If  a tenant  produced  a receipt  for  Income 
Tax  paid,  say,  on  the  1st  January,  he  ought  by  law 
to  be  allowed  to  deduct  it  from  the  quarter’s  rent 
which  he  next  pays? — By  law  he  is  allowed  to  deduct 
the  Income  Tax  from  the  next  payment  of  rent. 

15.727.  But  there  is  a catch  about  that : the  next 
payment  due  or  the  next  payment  made? — The  next 
payment  made. 

15.728.  Mr.  Walker  Clark:  In  paragraph  2 you 
say:  “ The  principal  expense  is  incurred  on  a change 
of  tenancy,  when  the  landlord  generally  has  to  do  up 
the  house  for  the  incoming  tenant.”  Is  not  that  a 
matter  of  custom  which  applies  very  differently  in 
different  parts  of  the  country? — No/ I do  not  thiuk 
it  is  a matter  of  custom.  You  cannot  let  a house  if 
it  is  dirty  or  in  an  ineffective  state ; therefore  you 
must  do  up  the  house  before  you  can  let  it. 

15.729.  They  are  paying  £10  for  a key  in  my 
neighbourhood? — Just  at  present.  I quite  admit 
there  is  a squeeze  for  accommodation. 

15.730.  It  is  a fact  and  I know  it,  but  there,  is  a 
great  difference  in  the  custom  in  the  north  and  the 
south? — Yes;  there  is  a difference  between  Leicester 
and  London,  for  example.  A man  who  has  ex- 
perience of  some  years  in  collecting  rents  and  manag- 
ing property  will  tell  you  that  it  is  absolutely  neces- 
sary to  do  up  a house  which  has  been  vacated  if  you 
want  to  get  a good  tenant. 

15.731.  Of  course  these  repairs  vary  very  much 
between  old  property  and  new? — Yes. 

15.732.  And  very  much  whether  it  is  brick  built  or 
stone  built? — Not  so  much  difference  between  brick 
and  stone;  I do  not  think  there  is  much  difference 
in  that. 

15.733.  There  is  now  in  the  part  where  I come 
from,  at  all  events.  What  would  be  a reasonable 
rate  in  London  might  be  a very  unreasonable  rate 
in  the  country? — No  doubt  they  vary. 

15.734.  Are  not  these  percentages  which  you  have 
put  in  here  very  largely  applicable  to  London  house 
property  or  surburban  house  property? — They  are 
founded  principally  upon  experience  gained  in 
London  and  the  suburbs,  but  they  are  also  supported 
by  experience  gained  in  Liverpool,  Manchester. 
Birmingham,  Exotor,  Plymouth,  and  other  places. 

15.735.  Does  that  hardship  exist  in  respect  to  shop 
property  or  factory  property? — The  one-sixth  hard- 
ship, do  you  mean? 

15.736.  Yes. — Not  to  the  same  extent. 

15.737.  It  really  narrows  itself  down  to  this  very 
largely,  does  it  not,  that  it  is  large  houses,  suburban 
bouses? — They  must  be  above  £70,  of  course. 

15.738.  I mean  houses  over  £50? — Yes. 

15.739.  Either  suburban  or  in  big  cities? — And  in 
the  country,  too — Woking,  Guildford,  and  all  those 
places. 

15.740.  And  Bishops’  palaces,  too?— Yes;  Bishops 
palaces  are,  some  of  them,  very  old  indeed. 

15.741.  Mr.  Pretyman : Has  not  this  difficulty 
been  very  largely  met  by  the  system  which  began 
with  section  69  of  the  1909-10  Finance  Act ? — You 
mean  the  difficulty  in  regard  to  the  amount  of  the 
deduction  ? 

15.742.  Yes. — It  does  not  meet  anything  above 
£70  a year. 

15.743.  But  it  has  been  met  in  all  cases  below  that 
absolutely? — I think  it  lias  been  sufficiently  met 
below  that. 

15.744.  Absolutely  met? — Yes;  I mean  it  is  the 
people’s  own  fault  if  it  is  not. 
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15.745.  Would  you  not  think  that  the  better 
method  of  dealing  with  it  would  be  to  extend  that 
form  of  relief  upwards,  if  necessary,  to  cover  the 
whole  area,  rather  than  to  ask  for  a higher  per- 
centage?— I quite  agree. 

15.746.  Is  not  that  the  proper  line? — I think  that 
is  the  proper  line. 

15.747.  Because  then  you  are  putting  the  Schedule 
A man  under  exactly  the  6ame  principles  as  you  are 
the  Schedule  D man?— Yes. 

15.748.  That  he  actually  pays  on  what  he  receives? 

J quite  agree  if  you  can  get  at  the  actual  net 

income,  that  is  all  that  is  required. 

15.749.  You  suggest  one-fourth  in  your  evidence 
here? — Yes. 

15.750.  Is  that  because  you  think  that  one-fourth 
would  be  a fair  average  figure? — A fair  average 
figure  over  a number  of  years;  it  would  not  be  fair 


now. 

15.751.  If  it  is  a fair  average  figure  over  a number 
of  years  it  means  that  there  would  be  a certain 
number  of  cases  in  which  the  taxpayers  would  gain 
and  the  Revenue  would  lose? — I do  not  think  the 
Revenue  would  lose  anything  on  25  per  cent. 

15.752.  Do  you  not  think  there  are  a great  many 
properties  in  the  country  where  one-fourth  is  not 
spent? — There  may  be  places  where  it  is  not  spent, 
but  then  the  property  simply  depreciates. 

15.753.  Would  not  the  Revenue  lose  in  those  cases? 
—The  property  depreciates  if  the  money  is  not  spent. 

15.754.  But  not  necessarily  to  that  extent?— It  must 
run  back  very  much  if  you  do  not  spend  enough  on  it. 

15.755.  It  is  obviously  necessary,  is  it  not,  to  have 
a fraction  which  is  exempt  to  avoid  the  necessity  of 
investigating  every  case? — Yes. 

15.756.  If  you  agree  that  the  proper  system  is  that 
the  owner  should  render  accounts  and  show  what  he 
has  actually  spent  and  get  an  allowance,  does  it  not 
follow  that  the  exempt  fraction  should  be  below  the 
average  father  than  over  the  average ; the  taxpayer 
has  the  option  of  sending  in  figures  and  obtaining  a 
return  of  tax ; he  can  choose  the  best  of  both  worlds ; 
whereas  the  Revenue  has  no  such  choice?— Yes,  but 
you  cannot  argue  in  that  way,  because  the  trouble 
of  sending  in  returns  is  considerable  and  quite  suffi- 
cient to  act  as  a deterrent. 

15.757.  Have  you  had  any  experience  of  claims 
under  that  section? — No. 

15.758.  How  do  you  know  that  the  trouble  is  very 
great?— It  stands  to  reason;  it  does  not  require 


evidence. 

15.759.  You  are  assuming  that  it  is  so?— it  must 

be  so.  . 

15.760.  Why?  Is  not  all  that  is  necessary  to  have 
an  account  of  what  you  have  spent;  there  is  nothing 
more?— But  lots  of  people  do  not  keep  an  account. 

15.761.  Is  it  very  difficult  to  keep  an  account  of 
what  has  been  spent  in  repairs  in  the  aggregate? — 
Not  at  all. 

15.762.  Are  you  aware  that  in  the  form  of  claim  it 
is  not  necessary  to  specify  wliat  you  have  spent  on 
each  particular  premises?  Did  you  know  that?  No, 
I was  not  aware  of  that. 


15.763.  Does  not  that  very  much  modify  your  view 
that  it  is  very  difficult? — It  does  not  modify  my  view 
that  it  is  a good  deal  of  trouble  to  send  in  an  applica- 
tion and  get  your  assessment  fixed  on  the  basis  of  the 
actual  net  income. 

15.764.  Is  it  any  greater  trouble  than  that  of  a 
trader? — Not  a bit. 

15.765.  Has  not  the  trader  got  to  do  it? — The 
trader  has  a good  deal  more  inducement,  because 
there  is -much  more  money  in  it. 

15.766.  There  is  a great  deal  of  money  involved  m 
this,  where  a man  has  considerable  property.  Where 
the  property  is  very  small,  the  case  is  already  pro- 
vided for,  up  to  £70? — But  where  a man  has  one  or 
two  houses;  and  there  are  a very  large  number  of 
those  cases. 

15.767.  Let  me  put  it  in  another  way.  You  have 
agreed  that  the  hardship  is  met  at  present  for  houses 
up  to  £70  a year?— Yes. 

15.768.  That  involves  the  sending  in  of  accounts? — 
Yes. 

15.769.  Is  it  any  more  hardship  on  a man  who  owns 
a house  above  £70  a year  to  send  in  an  account,  than 
it  is  on  a man  who  owns  a house  of  less  than  that? — 
No.  If  you  are  suggesting  that  the  arrangement 
should  be  produced  in  the  upward  direction,  I quite 
agree  with  you. 

15.770.  You  cannot  have  it  both  ways,  can  you? 
You  cannot  raise  the  percentage  to  one-fourth,  if  you 
do  that?— Quite  true,  but  I mean  it  does  not  at  all 
follow,  because  people  with  houses  below  £70  a year 
have  had  the  opportunity  of  getting  their  Income 
Tax  calculated  with  the  true  deduction,  but  have  not 
sent  in  the  necessary  accounts,  that  therefore  they 
are  treated  fairly  as  it  is. 

15.771.  It  is  at  their  option,  is  it  not? — I quite 
agree. 

15.772.  If  thev  feel  the  burden  is  unduly  heavy, 
thev  can  send  in  returns? — Yes. 

15.773.  Sir  W.  Trover : Do  vou  distinguish  between 
repairs  and  decorations? — No. 

15.774.  Then  it  is  open  to  a man  in  possession  of 
a house  which  he  occupies  himself.  to  spend  any 
amount  on  decorations,  and  deduct  that? — No. 

15.775.  But  that  follows  from  your  answer  to  Mr. 
Pretvman  iust  now? — T would  confine  it  to  the  case 
of  peonle  who  let  houses  for  other  people  to  live  in. 

15.776.  You  exclude  owner-occuniers  altogether  from 
your  system  ? — I do  not ' think  that  an  owner  of  a 
house  should  be  allowed  to  deduct  everything  that  he 
spends  on  its  decoration. 

15.777.  Then  that  narrows  down  your  proposition 
that  all  repairs  should  be  deducted  as  a matter.  of 
business? — All  repairs  which  are  legitimate  repairs. 
There  are  a large  number  of  decorations  which  are 
entered  into  by  owner-occupiers  which,  perhaps,  would 
not  satisfy  or  would  not  be  in  accordance  with  the 
taste  of  anv  other  person. 

15.778.  Mr.  Kerly : May  I say  that  the  allowance 
which  Mr  Pretvman  spoke  of  is  given  by  Section  19 
of  the  Finance  Act,  1919,  and  it  applies  to  houses  in 
the  Metropolitan  district  up  to  £70,  in  Scotland  up 
to  £60.  and  elsewhere  up  to  £52. 

15.779.  Chairman:  Thank  you  for  your  evidence. 


Major  Leonard  Darwin,  President  of  the  Eugenics  Education  Society,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

General  aim  to  lessen  strain  of  parenthood. 

15.780.  (1)  The  reform  with  reference  to  the  Income 
Tax  which  is  advocated  by  the  Eugenics  Education 
Society,  of  which  I am  the  President,  is  that  this  tax 
should  be  assessed  in  a manner  dependent  on  the 
number  of  persons  in  the  family  to  a far  greater 
extent  than  at  present.  The  Council  also  large  that 
the  same  principle  should  be  held  in  view  in  all 
future  reforms  of  the  Death  Duties.  Though  the 
views  here  expressed  are  generally  endorsed  by  my 
Council,  I am  only  giving  facts  and  arguments  which 
have  had  weight  with  me  personally. 

The  family  income  should  count  as  several  separate 
. incomes. 

15.781.  (2)  Without  adopting  the  plan  I am  about  to 
advocate,  the  burden  of  parenthood  could  be  lessened 


by  increasing  the  deductions  allowable  from  the  assess- 
ment of  Income  Tax  on  account  of  children,  by  allow- 
ing the  cost  of  education  and  maternity  expenses  also 
to  be  deducted,  and  by  other  similar  methods.  These 
would,  however,  be  but  palliatives,  the  just  reform 
being,  in  our  opinion,  to  make  the  total  income  of  the 
family  count  as  a number  of  separate  incomes,  the 
number  being  equal  to  or  dependent  on  the  number  in 
the  family.  Each  such  income  should  be  taxed  accord- 
ing to  the  same  rules  in  all  cases. 

Principle  justified  by  unavoidable  cost  of  parenthood. 

15,782.  (3)  This  latter  principle  can  be  defended  on 
several  grounds.  Taxation  should  be  proportionate 
to  the  ability  to  bear  the  strain.  If  the  wife  is  not  to 
earn  an  independent  livelihood,  which  is  often  im- 
possible and  more  often  objectionable,  marriage  must 
frequently  diminish  the  joint  income.  The  more  the 
attention  devoted  to  the  education,  training,  and 
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health  of  the  children,  the  greater  is  likely  to  be  the 
cost  involved  in  their  upbringing,  and  the  more 
value  will  the  children  be  when  grown  up  to  the  nation 
of  the  future.  The  capital  of  a country  does  not 
consist  merely  in  money  and  goods,  but  also  largely 
in  the  capabilities  of  its  citizens,  and  national  wealth 
benefits  all  classes.  Parenthood,  therefore,  as  a rule 
results  in  an  increase  in  the  national  capital,  and  it 
always  increases  the  difficulty  of  meeting  the  expen- 
diture necessarily  incurred  ; and  for  both  these  reasons 
the  taxation  on  parents  should  be  lower  than  that  on 
the  childless.  As  it  is,  the  family  man  is  more 
heavily  taxed  than  the  bachelor,  because  of  the 
greater  consumption  of  taxed  articles  by  his  family. 
The  unavoidable  increase  of  expenditure  consequent 
on  marriage  bears  some  relationship  to  the  number 
in  the  family,  and  that  same  relationship  should  in- 
fluence the  scale  of  taxation  if  the  system  is  to  be 
equitable. 

The  Revenue  more  easily  raised. 

15.783.  (4)  The  suggested  reform  would  make  it  easier 
not  harder  to  raise  a given  revenue ; just  as  a burden 
will  be  carried  with  least  suffering  if  it  be  distributed 
amongst  the  carriers  in  proportion  to  their  strengths. 
With  the  present  high  rate  of  taxation,  this  has  be- 
come a serious  consideration  in  regard  to  the  Income 
Tax.  To  relatively  increase  the  taxation  on  the 
childless  would  relatively  decrease  their  normal  ex- 
penditure ; and  this  would  be  economic  in  its  results : 
because  reckless  or  useless  expenditure  is  more  often 
indulged  in  by  the  unmarried  man  than  by  the 
married.  Again,  to  increase  the  birth  rate  amongst 
those  inheriting  wealth  would  produce  a more  uniform 
distribution  of  both'  wealth  and  knowledge. 

Object  to  prevent  undesirable  checks  on  the 
birth-rate. 

15.784.  (5)  The  foregoing  arguments  in  favour  of 
Income  Tax  reform,  though  important,  are  not  those 
which  I am  here  to  plead.  Our  object  is  to  prevent 
any  check  on  the  output  of  children  when  such  an 
output  would  have  beneficial  racial  effects.  Limita- 
tion in  the  size  of  families  is  now  widely  practised, 
doubtless  in  great  measure  with  the  object  of  avoid- 
ing the  financial  burdens  of  parenthood.  To  lessen 
this  financial  strain  would,  therefore,  inevitably  in- 
crease the  birth  rate.  Though  we  advocate  a relative 
diminution  in  the  amount  paid  by  parents,  to  diminish 
the  total  amount  raised  by  taxation  is  not  our  object. 
All  taxation  produces  harmful  effects,  but,  granted 
the  necessity  of  raising  the  present  revenue,  the 
lightening  of  the  burden  on  parents  which  we  desire 
must  carry  with  it  an  increase  in  the  taxation  on  the 
childless. 

A relative  lessening  of  burden  on  parents 
advocated. 

15.785.  (6j  It  may  be  urged  that  a decrease  in  the 
taxation  of  any  group  would  only  produce  a tran- 
sient effect  on  its  birth-rate;  for  when  a state  of 
equilibrium  was  reached,  and  when  the  extra  taxa- 
tion came  to  be  regarded  as  normal  and  inevitable, 
it  is  disputable  what  would  be  the  effect  on  fertility 
of  this  acquiesced-in  diminution  of  wealth.  It  might, 
however,  take  a very  long  time  before  such  a state 
of  equilibrium  was  reached.  Moreover  as  family  limi- 
tation is  practised  in  order  to  make  it  easier  to  live  up 
to  the  social  standard  of  the  group  to  which  the  indi- 
vidual considers  himself  to  belong,  and  as  the  un- 
married and  the  childless  are  those  who  find  it  easiest 
to  set  the  pace  in  useless  expenditure,  it  follows  that 
to  relatively  diminish  the  powers  of  expenditure  of 
non-parents  by  taxing  them  relatively  more  heavily, 
would  make  it  easier  for  parents  to  live  up  to  the 
standard  set  by  their  companions.  For  this  reason 
the  fertility  of  parents  in  any  economic  stratum 
would  be  permanently  increased  by  a relative  decrease 
in  the  burden  of  taxation  falling  on  them,  whether 
it  were  an  actual  decrease  or  not. 

The  reform  need  affect  no  other  economic  stratum. 

15.786.  (7)  Looking  to  each  economic  stratum  sepa- 
rately,  it  is  obviously  possible,  without  affecting  the 
total  revenue,  to  make  the  increase  in  taxation  on  the 
unmarried  and  the  childless  exactly  balance  the  de- 


crease in  taxation  oh  parents.  Consequently  to  adopt 
such  a reform  in  any  one  economic  stratum  need 
neither  increase  nor  decrease  the  burden  of  taxation 
on  any  other  stratum.  The  claims  of  parents  as  com- 
pared with  the  childless  can,  therefore,  be  considered 
apart  from  all  questions  concerned  with  the  distribu- 
tion of  taxation  amongst  the  different  economic 
strata.  It  is  true  that  the  recent  great  increase  of 
taxation  must  be  expected  to  produce  a markedi  and 
immediate  decrease  in  fertility,  even  if  it  be  a slowly 
diminishing  effect;  and  that  if  the  increased  burden 
is  falling  most  heavily  on  the  best  stocks  of  the  nation, 
it  is  having  very  serious  results.  This  consideration, 
however,  opens  out  a different  set  of  problems  from 
those  now  under  consideration. 

The  abatement  on  parents  should  be  dependent  on 
the  family  incomes. 

15.787.  (8)  Provided  that  other  economic  strata  are 
not  affected,  it  is  right  for  the  following  reasons  that 
any  transfer  of  taxation  from  parents  to  non-parents 
should  bear  some  relationship  to  their  incomes;  and, 
if  this  be  so,  the  present  limited  and  flat  rate  system 
of  allowances  for  children  in  regard  to  assessment  is 
faulty.  If  the  only  reform  adopted  were  that  the 
present  fixed  allowances  were  made  applicable  to  per- 
sons with  larger  incomes,  it  would  have  but  little 
effect  on  fertility,  because  of  the  insignificance  of 
these  allowances  in  comparison  with  the  expenditures 
of  the  parents ; yet  it  is  very  desirable  that  the 
fertility  of  those  with  incomes  above  £1,000  a year 
should  be  increased.  The  expenditure  on  the  upbring- 
ing of  children  certainly  varies  with  the  income  avail- 
able, and  if  the  fertility  of  all  the  economic  strata 
of  Income  Tax  payers  is  to  be  similarly  affected,  the 
amount  of  the  adjustment  of  taxation  as  between 
parent  and  non-parent  must  bear  a close  relationship 
to  their  incomes.  The  larger  expenditure  on  the 
education  and  training  of  children  incurred  by  the 
more  wealthy  is  nationally  advantageous  and  should 
be  encouraged  by  proportionately  large  allowances, 
that  is,  by  allowances  varying  with  the  income. 

tj My  the  reform  would  be  racially  beneficial. 

15.788.  (9)  To  establish  our  case  it  is  necessary  to 
prove  that  the  reform  suggested  would  be  racially 
beneficial.  If  the  object  were  merely  to  induce 
bachelors  and  spinsters  to  marry,  the  racial  benefits 
would  be  questionable;  for  it  may  be  urged  that 
those  who  now  remain  unmarried  are  likely  on  the 
average  to  be  somewhat  inferior  to  the  married,  as 
not  having  been  subject  to  the  same  selective  process, 
and  consequently  that  no  racial  gain  would  result 
from  their  marriage.  Though  the  encouragement  of 
marriage  is  desirable  for  many  reasons,  yet  our 
main  aim  is,  therefore,  to  induce  those  who  now 
marry  to  have  larger  families  than  at  present,  pro- 
vided that  they  come  of  good  stock.  The  qualities  of 
grown  men  and  women  depend  both  on  their  up 
bringing  or  environment  and  on  their  constitutions 
or  heredity ; and  both  these  factors — nurture  and 
nature — must,  therefore,  have  some  influence  when 
any  selection  is  taking  place  by  means  of  which 
human  beings  are  being  transferred  from  one  group 
to  another.  The  economic  strata  are  not  separate 
castes  in  this  country ; for  transfers  are  frequently 
taking  place  between  them ; and  from  this  it  follows 
that  those  winning  better  salaries  or  wages  must  on 
the  average  be  endowed  with  innate  qualities  some- 
what different  to  those  possessed  by  the  winners  of 
smaller  incomes.  No  doubt  the  ability  to  make  a good 
living  is  not  the  most  important  of  human  qualities ; 
but  it  is  important,  and  moreover  it  is  found  to  be 
associated  with  other  good  qualities.  The  poorest 
economic  strata  must  therefore  contain  a somewhat 
higher  proportion  of  the  biologically  inferior  types 
than  do  the  well-to-do.  The  average  difference 
between  the  strata  may  not  be  great  and  there  are 
certainly  large  numbers  of  marked  individual  excep 
tions ; vet  this  condition  of  affairs  ought  not  to  bo 
neglected.  The  very  poorest  strata  are  those  which 
are  multiplying  most  rapidly,  and  if  they  are  not 
up  to  the  average  of  the  nation  in  innate  qualities, 
this  fact  points  to  national  deterioration.  On  the 
other  hand  the  falling  birth-rate  amongst  those  who 
have  acquired  skill  in  trades  and  professions,  from 
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the  skilled  artisan  to  the  college  graduate,  constitutes 
a national  danger,  which  can  only  be  obviated  by 
an  increase  in  their  fertility.  Our  object  is  to  bring 
about  this  desirable  result  in  the  case  of  Income  Tax 
payers.  They  owe  their  position  mainly  to  the  hard 
work,  forethought  and  self-restraint  of  themselves 
and  their  ancestors ; and  these  qualities  will  in  a 
measure  be  passed  on  to  the  coming  generation  by 
parental  example  and,  as  we  hold,  by  natural  in- 
heritance. 

Income  from  inherited  wealth  distinguished  with 
difficulty . 

15.789.  (10)  As  to  inherited  wealth,  to  possess  it 
does  not  directly  indicate  the  possession  of  any  par- 
ticular qualities,  good  or  bad.  As  to  the  indirect 
influences  of  wealth,  it  may  be  argued,  on  the  one 
hand,  that  the  well-to-do  are  subject  to  a less  severe 
selective  process  than  are  the  very  poor;  and,  on  the 
other  hand,  that  wealth  possessed  by  the  young  gives 
them  a greater  power  of  selection  in  marriage.  In 
view  of  these  opposing  considerations,  the  correlation 
between  inherited  wealth  and  good  natural  qualities 
may  be  open  to  argument.  But  those  who  win  good 
salaries  can  and  do  save  more  than  those  less  con- 
stitutionally capable  of  effective  work,  and  interest 
on  invested  savings  should,  therefore,  be  regarded 
much  in  the  same  light  as  earned  income.  Were  it 
possible  to  do  so,  earned  income  and  interest  on 
the  investments  of  savings  should  be  separated  in 
tax  assessments  from  incomes  from  inherited 
wealth.  Possibly  all  that  can  he  done  is  to 
draw  a distinction  between  earned  and  unearned  in- 
comes ; and  this  distinction  is  of  doubtful  utility,  since 
unearned  income  includes  the  interest  on  money 
which  has  been  earned,  saved,  and  not  squandered 
uselessly. 

Necessary  compromises  if  full  reform  impossible. 

15.790.  (11)  If  the  family  income  were  to  be  made 
to  count  as  several  separate  incomes,  it  would  neces- 
sitate making  considerable  changes  in  the  present 
gradation  of  taxation.  It  would  be  practically  im- 
possible, however,  to  raise  the  rate  per  pound  above 
a certain  limit.  This  impossibility  sets  an  upper  limit 
to  the  possible  taxation  on  the  childless,  and  there- 
fore a limit  to  the  possible  differentiation  between 
them  and  parents.  If  the  proposed  method  of  assess- 
ment were  accepted  in  principle,  whilst  the  necessity 
of  obtaining  a certain  revenue,  together'  with  the 
above-mentioned  limitation,  made  it  now  impossible 
to  introduce  this  reform  to  the  full  extent  held  to  be 
desirable,  a compromise  might  be  sought  for  in  several 
directions.  The  same  weight  might  be  attached  to 
any  two  children  as  compared  with  each  parent;  a 
family  of  two  parents  and  one  or  two  children  being 
regarded  as  possessing  three  separate  incomes ; if  with 
three  or  four  children,  as  having  four  incomes ; and 
so  on ; an  arrangement  which  might  well  be  defended 
on  the  ground  of  the  relative  cost  of  children  and 
adults.  An  age  limit  for  the  children  might  be  laid 
down,  none  over  16  years  of  age,  for  example,  being 
allowed  to  count  as  part  of  the  family;  a proposal 
which  might  be  advocated  because  above  that  age 
education  might  cease  and  wages  might  be  earned. 
If  such  a limitation  were  adopted  parents  should  at 
all  events  be  permitted  to  deduct  from  Income  Tax 
assessment  all  sums  actually  spent  on  the  education 
and  training  of  any  child  over  that  age.  Lastly  it 
might  prove  necessary  to  limit  the  number  of  the 
separate  incomes  into  which  the  family  income  might 
be  divided;  for  example,  it  might  be  that  a family  of 
more  than  six  children  should  not  be  allowed  to  count 
as  if  having  more  than  five  separate  incomes.  Some- 
thing might  be  said  for  such  a restriction  on  the 
ground  that,  with  suitable  intervals  between  births, 
there  would  rarely  be  more  than  six  children  under 
sixteen  in  the  family. 

Beser cations  on  certain  points. 

15.791.  (12)  To  avoid  giving  false  impressions,  I 
must  be  permitted  to  safeguard  myself  in  certain 
directions.  An  indiscriminate  advocacy  of  increased 
fertility  is  most  objectionable,  for  the  promotion  of 
larger  families  amongst  the  poor  would  increase  the 
existing  misery.  It  is  only  to  be  advocated  where,  as 
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in  the  case  of  Income  Tax  payers  as  a rule,  the  income 
is  sufficient  to  make  it  possible  to  bring  up  a larger 
family  in  comfort,  though  not  necessarily  in  luxury. 
Again,  whilst  the  transfer  of  wealth  from  the  childless 
to  fit  parents  is  desirable  within  limits,  any  transfer 
of  wealth  to  the  innately  inferior  types,  which  would 
tend  to  increase  their  fertility,  would  inevitably  lower 
the  qualities  of  the  nation  in  the  future,  a considera- 
tion far  too  much  neglected  at  present.  Lastly,  all 
but  acknowledged  paupers  should  knowingly  contri- 
bute something  towards  the  Revenue,  and  on  this 
account  it  would  be  right  that  in  no  case  should  the 
Income  Tax  be  reduced  below  say  three  pence  in  the 
pound. 

Summary. 

15.792.  (13)  The  conclusions  here  arrived  at  are 
as  follows  : — Taxation  should  fall  on  parents  and  on 
the  childless  in  proportion  to  their  ability  to  bear  the 
strain.  To  make  the  incidence  of  the  Income  Tax 
just,  the  amount  thus  now  obtained  from  the  child- 
less should  be  increased  and  that  from  parents 
decreased,  the  transfer  of  wealth  thus  effected  should 
bear  some  relationship  to  the  incomes  taxed,  and  if 
possible  consideration  should  be  given  to  the  distinc- 
tion between  wealth  which  has  been  won  by  the 
individual  taxed  and  wealth  which  he  has  inherited. 
Smaller  incomes  being  less  taxed,  to  allow  the  family 
income  to  count  as  several  separate  incomes  would 
produce  the  desired  differential  result,  though,  in 
order  not  to  diminish  the  revenue,  the  rate  per  pound 
would  have  to  be  raised  in  all  grades.  If  such  a 
reform  cannot  now  be  fully  adopted,  the  principles  in- 
volved should,  we  urge,  be  authoritatively  sanctioned, 
and  when  in  the  future  taxation  can  be  lowered,  it 
should  first  be  materially  lowered  on  parents  before 
any  burden  is  taken  off  the  childless.  The  winning 
of  a moderate  income  by  their  own  work,  the  saving 
and  conversion  into  capital  of  some  of  this  income,  a 
saving  needing  care  and  self-sacrifice,  the  preserva- 
tion of  this  capital  in  succeeding  generations  in  con- 
sequence of  thrift,  temperance,  and  perseverance, 
these  have  been  different  steps  in  the  history  of  the 
creation  of  that  part  of  the  nation  which  would  be 
affected  by  such  a reform.  Where  any  of  these  con- 
ditions exist,  there  the  stock  must  generally  be  sound, 
and  the  nation  demands  a relatively  more  rapid 
multiplication  of  its  soundest  stocks. 

[This  concludes  the  evidence-in-chief.'] 

15.793.  Chairman : Major  Darwin,  you  bear  a very 
honoured  name.  I presume  and  believe  that  you  are 
related  to  what  we  call  the  illustrious  Darwin? — I am 
his  son. 

15.794.  I am  very  pleased  indeed  to  see  you  here 
this  afternoon.  We  have  your  paper,  and  probably 
some  of  the  Commissioners  may  ask  you  questions  on 
it? — It  you  please. 

15.795.  Mr.  Pretyman : T would  just  like  to  ask  you 
one  or  two  questions  on  the  broad  basis  of  this.  The 
really  important  main  point  in  this  matter  is  the 
financial  one.  Have  you  had  any  figures  before  you 
at  all  to  calculate,  on  the  debit  side  first,  what  the 
loss  would  be,  taking  the  present  rate  of  Income  Tax  ? 
I believe  I am  correct  in  saying  that  the  average 
number  of  children  in  a family  now  is  from  two  to 
three.  Taking  the  whole  area  of  Income  Tax,  the 
loss  which  would  be  incurred  by  the  Revenue,  in  view 
of  the  very  heavy  graduated  rates  which  are  now 
imposed,  would  clearly  be  very  heavy  by  splitting 
incomes  into  three  which  are  now  treated  as  one, 
particularly  in  the  higher  regions  of  Income  Tax. 
The  loss  would  be  very  much  the  greatest  in  the 
highest  regions,  and  lowest  in  the  lowest  regions, 
where  allowances  already  operate.  The  first  calcula- 
tion would  naturally  be  to  find  the  amount  of  the 
loss.  Then,  having  found  what  the  loss  is,  you  would 
see  what  additional  taxation  would  have  to  be  im- 
posed elsewhere  to  make  it  good.  Have  you  made 
that  calculation? — No,  I have  not  actually  made  any 
calculations.  I have  mainly  wished  to  put  before 
the  Royal  Commission  broad  principles.  With  the 
knowledge  I have  it  is  almost  impossible  to  make 
definite  calculations.  I do  not  think  it  would  be 
possible  to  make  the  differentiation  between  parents 
and  non-parents  as  much  as  I would  wish  it  to  he. 
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I hope  that  the  differentiation  will  be  made  as  great 
as  it  is  possible  to  make  it.  I presume  one  of  the 
limiting  factors  will  be  the  amount  by  which  you 
could  raise  the  general  rate  of  Income  Tax.  If  you 
are  to  take  off  taxation  from  parents,  of  course 
it  follows  that  it  must  be  added  t-o  non-parents, 
and  there  is  evidently  a limit  to  the  height  to  which 
it  can  be  raised. 

15.796.  You  used  the  word  “ differentiation.” 
This  is  more  than  differentiation,  is  it  not?  It  is  a 
totally  different  principle  of  collecting  Inoome  Tax? 
— That  is  so. 

15.797.  It  is  differentiation  in  a sense,  of  course; 
in  the  widest  sense  of  the  word  it  is  differentiation, 
I admit;  but  the  actual  proposition  here  is  not  to 
make  a differentiation  in  the  sense  merely  of  allow- 
ances, but  to  alter  the  whole  basis  of  Income  Tax, 
and  instead  of  charging  on  the  individual  income, 
to  split  the  income  according  to  the  size  of  the 
family? — Yes,  that  is  the  proposal  made.  I attach 
much  more  importance  to  getting  a very  large 
differentiation  than  to  any  method  of  arriving  at 
that  result.  The  real  point  I want  to  get  at  is  a 
large  differentiation,  rather  than  any  special  method ; 
but  it  seemed  to  me  a fair  method,  if  it  could  be 
done,  to  split  up  the  income. 

15.798.  You  would  call  that  an  ideal  method? — 
Yes,  it  is  an  ideal  method. 

15.799.  It  really  indicates  your  objoctive? — The 
plan  is  proposed  to  indicate  my  objective.  If  it  could 
possibly  be  brought  in,  I think  it  would  be  desirable. 

15.800.  But  you  realise  that  the  change  would  be 
very  costly  in  its  first  application,  because  of  the 
splitting  of  large  incomes  in  respect  not  only  of 
Income  Tax,  but  of  Super-tax  particularly.  It  would 
require  enormous  adjustments  in  the  other  direction, 
so  much  so  that  perhaps  it  could  not  be  met  without 
a tax  exceeding  20s.  in  the  £1  ? — I quite  see  it  would 
necessitate  an  entire  readjustment  of  scales  of 
taxation. 

15.801.  Have  you  observed  that  there  has  been  a 
tendency  of  recent  years — even  during  the  time  this 
Commission  has  been  sitting  the  Chancellor  of  the 
Exchequer  has  carried  it  further — to  increase  family 
allowances  and  abatements? — Yes. 

15.802.  That  is  in  the  direction  which  you  advocate? 
— Yes,  it  is,  but  it  does  not  give  abatements  in  the 
caso  of  larger  incomes,  which  I am  specially  anxious 
should  be  done,  as  well  as  with  smaller  incomes. 

15.803.  But  it  goes  in  your  direction? — Certainly. 

15.804.  Would  you  be  satisfied  if  that  system  of 
family  abatements  were  increased  and  carried  higher  ? 
— I do  not  suppose  I should  be  quite  satisfied  until 
you  got  an  ideal  plan  but  you  might  make  a very 
material  advance  in  that  direction. 

15.805.  Would  you  not  find  a point  somewhere  where 
you  would  stop  these  allowances;  would  you  carry 
them  up  to  the  highest  incomes? — Personally,  I should 
like  to  carry  them  up  to  the  very  highest.  Might  I 
give  my  reason  very  briefly ; I do  not  think  I have 
put  it  forward,  and  it  is  a reason  to  which  I attach 
considerable  importance.  I think  it  is  desirable  for 
what  I may  call  the  psychological  effects.  Most  people 
who  have  not  studied  marriage  think  that  it  is  not 
very  much  influenced  by  public  opinion  or  custom, 
but  I believe  those  who  have  studied  it  will  agree 
that  marriage  is  immensely  influenced  both  by 
religious  and  social  influences,  and  therefore  that  it 
follows  that  public  opinion  might  have  a very  mate- 
rial influence  on  the  birth-rate.  What  we  want  public 
opinion  to  endorse  is  that  it  is  immoral  and  un- 
patriotic for  fit  parents  to  limit  the  size  of  their 
families,  except  with  a view  to  being  able  to  bring 
up  their  children  in  comfort,  though  not  necessarily 
in  luxury.  If  rich  parents  who  are  limiting  their 
families  unduly  were  every  year  reminded  by  the 
possible  abatements  of  the  Income  Tax  assessment 
that  public  opinion  had  endorsed  this  view,  I believe 
that  it  would  have  a definite  psychological  effect. 

15.806.  Do  you  think  that  that  effect  would  be 
equally  produced  if  the  allowance  were  a fixed  figure 
as  if  it  were  a percentage? — Fixed  with  reference  to 
the  income? 

15.807.  No,  that  would  be  a percentage. — I do  not 
think  it  would  be  equal. 

15.808.  The  present  system  is  to  allow  a fixed  figure 
which  is  carried  up  to  a certain  distance? — Yes. 


15.809.  And  then  stopB? — Just  bo. 

15.810.  I will  not  say  it  would  be  an  objection,  but 
it  would  be  a very  much  stronger  step  to  take  to 
carry  a fractional  allowance  up  to  the  top  than  it 
would  bo  to  carry  an  actual  figure  up  to  the  top.  It 
is  one  thing  to  say  we  are  giving  the  same  allowance 
to  a man  with  £10,000  as  we  are  to  a man  with  £1,000 
or  £500,  and  it  is  another  thing  to  say  we  are  going 
to  give  an  allowance  of  one-tenth,  which  would  mean 
£50  to  a man  with  £500  a year  and  £1,000  to  a man 
with  £10,000  a year.  Would  you  carry  your  per- 
centage right  up? — I would  not  carry  the  same  pro- 
portion right  up  the  scale,  but  I would  up  to  a point 
give  a larger  abatement  to  the  man  with  the  larger 
income,  because  I think  a small  abatement  of  £25  for 
each  child  would  practically  have  no  effect  in  the 
richer  strata.  I decidedly  think  you  ought  to  make 
the  abatement  greater,  not  in  proportion  to  riches, 
but  to  some  extent  as  the  income  increases. 

15.811.  Do  you  not  think  there  would  be  a very 
strong  public  opinion  against  an  allowance  which  was 
larger  for  the  larger  income  than  for  the  smaller  one; 
it  would  be  contrary  to  what  we  have  done  so  far? — 
I am  afraid  there  might  be,  but  there  is  a strong 
public  opinion  against  a great  many  good  things  that 
we  must  fight  for. 

15.812.  You  have  made  quite  clear  the  grounds  on 
which  you  advocate  it? — Yes. 

15.813.  You  would  not  carry  the  same  percentage 
right  up,  but  you  would  grant  an  increasing  allow- 
ance?— Yes. 

15.814.  You  would  make  good  that  loss  either  by  a 
higher  general  rate  of  tax  or  by  reducing  exemptions 
on  childless  families  and  bachelors? — Yes,  a general 
increase  of  the  tax  on  the  childless  in  order  to  in- 
crease the  abatements  of  parents. 

15.815.  Would  you  put  that  in  the  form  of  an  addi- 
tional direct  tax  on  the  childless? — No.  I think  it 
could  be  arranged  by  raising  the  general  rate  of 
taxation  and  then  suitably  arranging  the  abatements 
Gn  small  incomes.  Supposing  you  raised  the  rate  of 
taxation  from  6s.  to  7s.  6d.  in  the  £ ; the  money  thus 
obtained  would  enable  you  to  make  substantial  abate- 
ments for  the  children  through  dividing  the  incomes. 

15.816.  You  have  not  taken  any  area  of  figures, 
imaginary  or  otherwise,  and  worked  this  out  to  see 
what  its  actual  consequence  would  be? — No,  I can 
hardly  say  that.  I have  just  roughed  out  a scheme, 
but  do  not  think  it  is  worth  putting  it  in.  I really 
wanted  to  put  the  broad  principle  before  the  Royal 
Commission. 

15.817.  It  would  be  a great  help  to  us  if  we  had 
some  figure  which  would  show  the  actual  results  of 
what  you  do  propose  to  work  out  your  own  scheme? 
— I have  only  a very  rough  idea.  I did  not  intend  to 
put  this  in  formally  but  I might  hand  it  to  you,  if 
you  think  it  is  worth  anything.  I hardly  intended  to 
hand  it  in  officially,  because  it  seemed  to  me  rather 
too  crude.* 

15.818.  Your  proposal  might  be  regarded  by  some 
people  as  having  the  effect  of  enabling  wealthy  parents 
to  pass  on  their  parental  obligations  to  the  State,  and 
for  the  State  to  recoup  itself  by  taxation  of  the 
childless? — Yes;  I suppose  it  might  be  regarded  in 
that  way. 

15.819.  Would  not  that  from  a moral  point  be 
rather  objectionable.  Had  you  that  moral  objection 
in  your  mind  when  you  were  looking  at  the  moral 
advantage  the  other  way.  Is  it  not  a moral  advan- 
tage to  the  State,  that  where  the  parent  is  really 
able  to  bear  the  full  burden  of  educating  and  sup- 
porting his  own  child  he  should  do  so,  and  not  ask 
for  assistance  from  the  State?- — I think  you  can 
make  all  these  transfers  within  each  economic  stratum, 
so  that  you  can  regard  it  that  the  rich  parent  trans- 
fers some  of  his  burden  to  the  rich  childless  person. 
I think  you  can  conceive  a scale  so  arranged  that 
there  is  not  a transfer  between  the  different  strata. 

15.820.  Do  you  not  think  the  rich  parent  would 
prefer  to  support  his  own  child  rather  than  ask  his 
childless  neighbour  to  do  it  for  him? — I do  not  know. 
I think  most  people  like  a reduction  in  taxation  if 
they  can  get  it. 

15.821.  Do  you  not  think  it  is  morally  better  that 
he  should? — No.  I cannot  see  any  objection  to  a 
stimulus  to  parenthood  of  this  kind. 

* Major  Darwin  has  since  handed  in  a copy  which  is  printed 
n Appendix  No.  24. 
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15.822.  Sir  E.  Nott-Bower : I see  in  paragraph  3 
you  agree  that  taxation  should  be  proportionate  to 
ability  to  bear  the  strain? — Yes. 

15.823.  When  you  come  to  splitting  up  incomes  in 
paragraph  2 you  say:  “ the  just  reform  being,  in  our 
opinion,  to  make  the  total  income  of  the  family  count 
as  a number  of  separate  incomes,  the  number  being 
equal  to  or  dependent  on  the  number  in  the  family.” 
Being  equal  to  the  number  in  the  family  is  the  first 
instance?— Perhaps  I should  prefer  to  say  there 
“ dependent  on  ” rather  than  “ equal  to.” 

15.824.  When  you  get  to  “ dependent  on,”  if  it  is 
“ dependent  on  ” the  number  of  the  family,  that 
leaves  a very  wide  range  open  as  to  the  amount  of 
relief  to  be  given? — Yes. 

15.825.  At  any  rate,  you  do  not  press  the  condition 
that’  it  should  be  “equal  to”?— No.  Perhaps  it 
would  have  been  better  merely  to  have  said 
“ dependent  on.” 

15.826.  Mr.  Walker  Clark  : In  paragraph  12  of  your 
precis,  do  you  suggest  that  everyone  other  than  a 
pauper  should  pay  some  direct  Income  Tax?— I should 
have  thought  it  was  very  desirable;  that  is  my  own 
opinion,  not  speaking  from  the  eugenic  point  of  view. 

I feel  it  would  be  very  desirable  that  everyone  should 
know  that  he  is  contributing  to  the  national  revenue, 

^ 15° 827.  A man  with  £1  a week? — I should  like 
everybody  to  do  a little. 

15.828.  Whether  they  are  of  age  or  not? — 1 assume 
it  would  be  impracticable  to  do  it  under  age. 

15.829.  Every  citizen  over  21  years  of  age  should 
directly  contribute  towards  Imperial  revenue.— I am 
speaking  now  not  as  an  eugenist,  but  as  an  individual. 

I think  every  man  should  know  that  he  does 
contribute.  . . . P 

15.830.  This  is  a personal  expression  of  opinion.— 
Quite  personal,  and  not  as  a member  of  the  Eugenic 

S°15,831.  Professor  Pig  on  : With  regard  to  paragraph 
8 Mr.  Pretyman  put  it  to  you  that  there  would 
probably  be  a practical  objection  to  giving  a larger 
abatement  to  richer  people  than  to  poorer  people. 

Yes. 

15,832.  Is  not  that  partly  merely  an  arithmetical 
appearance?  Might  yon  not  have  an  arrangement  ot 
this  sort.  If  yon  put  the  thing  into  the  form  of  an 
abatement,  it  appears  that  the  abatement  to  the  rich 
is  greater,  but  if  you  say  that  the  having  of  a family 
shall  cause  the  Income  Tan  to  be  reduced  in  one 
proportion  to  the  poor  and  in  another  proportion 
to  the  rich,  you  might  get  it  then  appearing  that 
the  rich  were  treated  less  favourably  than  under 
the  abatement  method  of  arriving  at  the  same  thing? 
—Yes,  I imagine  that  would  be  perfectly  possible  to 

15  833  Is  it  not  the  same  thing  with  regard  to 
graduation?  If  you  made  the  whole  graduation  by 
a system  of  abatement  under  the  present  graduation 
it  would  appear  that  a larger  abatement  was  allowed 
to  the  rich?— Yes.  . „ 

15  834.  I did  the  arithmetic;  for  instance,  witli  a 
6s.  standard  rate  and  a man  with  £1,500  to  pay  os. 
in  the  £,  on  the  abatement  plan  he  would  have  to 
have  an  abatement  of  £250? — Yes. 

15.835.  If  the  £500  man  pays  4s.  in  the  £ ms 
abatement  will  only  be  £170.  He  is  paying  4s.  in 
the  £ and  the  other  man  is  paying  5s..  xes. 

15.836.  So  this  objection  really  depends  on  no 

understanding  the  arithmetic  ?— It  entirely  depends 
on  the  way  it  is  stated.  , „ :± 

15.837.  So  it  is  really  less  formidable  tjia  it 
appears  ?-I  think  a system  might  be  arranged  which 
would  not  appear  unjust. 

15.838.  It  is  a matter  of  appearance ; it  may  appeal 
otherwise  according  as  you  state  it?— I think  so. 

15.839.  Then  with  regard  to  paragraph  11,  1 

gathered  from  your  answer  to  Mr.  Pretyman  that  you 
would  extend  the  allowance  to  very  large  incomes, 
but  that  if  you  count  it  by  way  of  fractions  the 
fraction  would  diminish ?-Yes,  I think  you  could 
make  almost  any  graduation  of  taxation  that  was 
thought  right.  ,, 

15.840.  Is  it  not  important  that  the  fraction  should 
diminish  a great  deal?— A great  deal,  I think. 

15.841.  Otherwise,  would  there  not  be  a.  danger 
that  an  indirect  effect  on  your  plan  would  be  to 
transfer  taxation  from  the  richer  people  to  the  poor 


people,  because  in  order  to  prevent  the  very  rich 
bachelor  rising  above  20s.  in  the  £ you  would  have 
to  tax  the  very  rich  married  person  at  the  relatively 
low  rate? — Yes.  I have  worked  out  a rough  scheme, 
and  it  seems  to  me  it  is  possible  to  make  a scheme 
by  which  you  can  get  any  degree  of  variation  between 
the  parents  and  the  non-parents,  and  also  between 
the  different  strata. 

15.842.  Would  it  be  possible  to  confine  the  shift 
within  the  stratum  if  you  made  the  relief  to  a very 
rich  parent,  as  against  a very  rich  bachelor,  large? 

— If  you  made  it  the  same  proportion? 

15.843.  Yes? — No,  it  cannot  be  the  same  propor- 

tion.  . 

15.844.  If  you  did  that  it  would  throw  the  rich 
bachelor  up  to  21s.  ?— It  cannot  be  made  in  the  same 
proportion;  it  must  be  a very  different  proportion. 

I think  by  dividing  the  income  into  a number  of 
different  incomes  and  having  a suitable  gradation 
of  rates  it  does  so  work  out. 

15.845.  We  might,  for  instance,  have  an  arrange- 

ment under  which,  say,  tor  a poor  man  six  children 
should  be  counted  as  six,  and  as  his  income  went  up 
those  six  should  be  multiplied  by  an  ever  diminish- 
ing fraction?—' Yes.  What  I actually  worked  out 

was  a scheme,  supposing  that  £100  was  not  taxed 
at  all;  from  £100  to  £400  was  taxed  at  3s;  dd- 5 fr°“ 
£400  to  £700  taxed  at  os.;  from  £700  to  £1,000 
taxed  at  6s.  6d.,  and  over  that  at  7s.  If  every 
income  is  taxed  on  that  scale  you  do  get,  as  between 
the  different  strata,  something  not  very  different 
from  the  present  scale  of  tax. 

15  846.  With  those  incomes,  how  would  you  mako 
the  fraction  different?— It  becomes  different  if  you 
look  at  the  figures;  each  income  is  divided. 

15  847.  And  you  divide  it  by  a different  amount 
according  to  the  size  of  the  income  ?— According  to 
the  size  of  the  family.  , 

15.848.  According  to  the  size  of  the  family  and 

also  according  to  the  size  of  the  income?— No,  L 
have  not  worked  it  out  that  way.  Perhaps  that 
table  of  mine  will  help  you  to  see.  [.See  Appendix 
No.  24.]  . 

15.849.  You  would  agree  with  the  main  position, 
that  if  you  were  going  to  count  six  children  as  six 
for  a poor  man,  then  you  would  count  them  as  rather 
less  than  six  as  the  income  increased? — That  would 
be  one  way  of  making  this  gradation. 

15.850.  And  it  would  come  to  the  same  thing r 
It  would  come  to  the  same  thing,  and  I think  it 
can  be  done  in  the  other  way  as  well. 

15.851.  Mr.  Armitag e-Smith:  You  are  concerned 

rather  with  principles  than  with  method?  I am 
much  more.  1f 

15  852  Has  your  Society  or  have  you  yourself  con- 
sidered an  alternative  to  the  eugenic  system  of  abate- 
ments—a eugenic  system  of  Super-tax  on  spinsters 
and  bachelors? — No,  I have  not. 

15  853.  Do  you  think  it  is  not  worth  while  to  con- 
sider that  from  the  point  of  view  of  public  °Pm’"P' 
What  I mean  to  convey  is  that  a Super-tax  on  spin- 
sters and  bachelors  has  a very  obvious  motive  on 
the  face  of  it? — Yes.  ...  . i • t, 

15  854.  Whereas,  from  the  examination  to  whicn 
you  have  been  exposed,  it  appears  that  your  motives 
might  conceivably  be  misconstrued  by 
informed  public  opinion  ?— Yes.  But  I think  it 
far  more  important  myself  that  you  should  encour  g 
parenthood  rather  than  marriage;  there  is  a dm- 
tinction  between  the  two.  _ 

15  855.  Allow  me  to  modify  my  question  by  saying 
a Super-tax  on  bachelors  spinsters  and  chadless 
marriages?— Would  not  that  cease  below  £2,500 

15,856.  I mean  a special  Super-tax,  not  in  any  way 
related  to  the  present  Super-tax.  Could  you  not 
get  what  you  want  by  that  means?— I think  yon 
could  but  would  not  that  be  still  more  opposed  to 
public  opinion  than  incorporating  ,t  in  the  general 
taxation  system?  It  is  a mere  matter  of  appearance 
again  as  it  seems  to  me,  and  I should  have  thought 
aBspecial  tax  of  that  sort  on  spinsters  bachelors 
and  the  childless  would  be  still  more  resented. 

15  857.  At  any  rate,  it  could  not  be  represented 
as  a device  to  save  the  from  taxation?— Well, 

you  might  get  over  the  difficulty  in  that  way, 

P75,S5S.  Apropos  of  your  suggestion  that  every 
citizen  in  receipt  of  £100  and  upwards  should  pay 
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some  direct  taxation,  would  you  make  that  proposi- 
tion generally,  or  would  you  couple  witli  it  any  pro- 
posal to  relieve  tlie  poorer  citizens  from  indirect 
taxation r — My  only  object  is  that  every  citizen  wlio 
is  not  an  acknowledged  pauper  ought  to  know  that 
he  is  himself  contributing  to  the  revenue.  So  long 
as  you  can  bring  tuat  about,  that  is  what  I think  is 
desirable.  I do  not  want  to  press  that  point,  because 
1 am  not  here  to  urge  it. 

15,859.  But  it  is  a big  supposition  of  your  argument 
that  those  who  pay  indirect  taxation  are  not  fully 
cognisant  of  the  fact  that  they  pay ? — Certainly; 
they  are  not  sufficiently  cognisant. 

15.850.  It  woukl  seem  to  follow  that  if  you  make 
a class  of  citizens,  now  exempt  from  taxation,  liable 
to  direct  taxation,  you  couid  relieve  them  at  the 
same  time  from  some  portion  of  the  burden  of  in- 
direct taxation? — I quite  agree  with  that. 

15.851.  Mr.  Marks : From  the  point  of  view  of  the 
interests  which  you  have  at  heart,  would  not  Mr. 
Armitage-Smith’s  proposal,  that  you  should  put  a 
Super-tax  on  bachelors  and  spinsters,  have  an  un- 
desirable effect  in  this  way,  that  it  might  drive  unfit, 
persons  into  marriages  which  could  not  have  good 
results? — That  is  tlie  point  I should  make.  It  is 
much  more  important  to  make  a married  couple 
have  a larger  family  than  to  drive  those  who  do 
not  want  to  marry  into  matrimony. 

15.862.  Who  do  not  want  to  marry  possibly  because 
they  are  unfit  for  marriage? — Yes. 

15.863.  And  for  begetting  or  bearing  children? — 
That  is  so,  and  therefore  it  is  far  more  important  to 
encourage  parenthood  than  to  encourage  marriage. 

15.864.  Mr.  Kerly : Have  you  made  any  calculation 
as  to  what  the  res -It  in  relief  of  taxation  would  be 
if  you  took  the  whole  income  of  the  bachelors  of 
this  country  rnd  applied  it  in  relief  of  taxation? — 
No,  1 have  not  made  calculations  of  that  sort. 

15.865.  I suggest  to  you  that  it  would  be  very 
small,  because  the  unmarried  are  not  to  be  found 
amongst  the  rich,  and  amongst  the  poor  they  are 
people,  for  the  most  part,  who  have  not  yet  suc- 
ceeded in  finding  a house  or  the  means  of  supporting 
a wife  even  upon  the  scale  of  their  class.  You  sug- 
gest that  there  should  be  allowances  for  children 
proportionate  to  the  income.  May  I ask  you  whether 
that  proposal  appears  to  be  supported  on  this  ground  : 
an  allowance  for  children  may  be  justified  on  the 
ground  that  every  child  who  costs  his  father  some- 
thing is  really  a participant  in  the  income  which 
is  taxed,  and  if  you  graduate  your  tax  according  to 
ability,  and  therefore  put  it  higher  on  the  rich, 
you  ought  to  '-.  Re  provision  for  the  fact  that  there 
is  not  one  person,  but  two,  father  and  son,  who 
are  sharing  that  income,  and  in  estimating  the 
father’s  income  you  should  look  rather  at  what  is 
left  than  at  what  he  had  before  he  has  provided 
for  his  son.  If  that  is  a just  consideration,  you 
ought  to  allow  a father  at  least  the  cost  of  his  son. 
That  would  s ggest  that  the  cost  of  his  son  will 
rise,  and  in  all  probability  it  does  in  fact,  with  the 
father’s  income? — Yes. 

15.866.  A man  with  £5,000  a year  spends  more 
over  the  education  of  his  children  than  a man  with 
£500  a year,  and  it  is  desirable  that  he  should,  if 
he  is  to  educate  them  in  accordance  with  the  con- 
dition in  which  they  are  living  ; but  that  would  lead 
to  a limit,  would  it  not,  because  the  man  with 
£10,000  a year  probably  spends  no  more  over  each 

child  that  the  man  with  £5,000  a year? Yes  I 

think  that  is  so.  ’ 

15.867.  That  would  lead  to  an  allowance  for  chil- 
dren which  would  be  a percentage  of  the  Income  Tax 
but  with  an  upper  limit  of,  say,  £250  per  child  or 
something  of  that  sort?— On  the  system  I have  worked 
out  it  actually  does  produce  an  upper  limit  of  that 
sort. 

15.868.  It  seemed  to  me  that  what  I am  now  sugges- 
ting to  you  was  a further  argument  in  favour  of  your 
proposals? — Yes. 

15.869.  Now  I want  to  ask  you  something  else.  The 
idea  that  you  have  in  your  paper  is  to  increase  the 
progeny  of  the  best  stock?— Yes. 

15.870.  In  paragraph  9 you  point  out  that  it  is  the 
people  in  the  very  poorest  strata  who  are  multiplying 
most  rapidly? — Yes. 

15.871.  What  you  really  want  to  do  is  two-fold,  is 
it  not ; you  want  to  diminish  the  production  of  the 


bad  and  increase  the  production  of  the  good.  None 
of  your  proposals  tend  to  diminish  the  production  of 
the  bad? — That  is  true  in  this  particular  instance.  1 
do  not  see  how  it  is  to  be  done  through  the  basis  of 
the  income  Tax. 

15.872.  That  is  the  really  troublesome  factor  in  the 
situation,  is  it  not? — Yes.  in  order  to  lessen  fertility 
we  must  deal  with  a wholly  different  set  of  eugenic 
problems. 

15.873.  Now  let  us  look  at  the  other  part  of  your 
proposition.  You  want  to  increase  the  production 
of  the  best  stock;  what  do  you  mean  by  the  best 
stock? — I have  said  that  the  power  of  earning  good 
wages  or  a good  income  is  not  the  most  desirable  of 
all  characteristics,  but  it  is  desirable,  and  it  is  found 
to  be  associated  with  other  good  characters.  There 
is  a great  deal  of  evidence  to  show  that  many  diff- 
erent good  characters  are  associated  together,  and  it 
follows  that  as  a rule  if  you  pick  out  a man  by  one 
good  characteristic,  you  pick  him  out  as  being  above 
the  average  in  other  good  characters  as  well. 

15.874.  By  best  stocR,  of  course,  you  mean  the  stock 
which  is  most  useful  to  the  community  as  a whole? — 
Yes. 

15.875.  What  do  you  say  to  this  proposition,  that 
the  best  stock  in  this  country  are  the  sous  ’ of  the 
poorer  intelligent  classes?  They  are  the  best  stock, 
because  they  have  from  very  early  years  a strong  in- 
centive to  work? — I am  only  looking  at  the  innate 
qualities,  and  you  are  now  dealing  with  the  acquired 
qualities. 

15.876.  Perhaps  I am  a little  past  the  date,  but  it 
used  to  be  said  that  the  best  stock  was  to  be  found  in 
the  oountry  vicarages? — Yes,  that  is  an  excellent 
stock. 

15.877.  Was  not  that  the  best  stock  because  the 
children  were  brought  up  in  an  intelligent  atmosphere 
and  had  a strong  inducement  to  work  from  their 
earliest'  years? — No;  I believe  it  has  very  much  more 
to  do  with  heredity  than  with  the  effect  of  their  edu- 
cation. I am  a great  believer  in  heredity,  and  I 
think  you  will  find  that  it  is  far  more  due  to  their  in- 
born qualities  than  any  training  they  have  had. 

15.878.  I will  not  attempt  to  develop  that,  except 
that  I might  ask  you  one  question  upon  it.  You  pro- 
bably are  aware  of  the  extraordinary  record  of  senior 
wranglers  that  Kingswood  had,  the  school  for  the 
sons  of  Wesleyan  clergymen? — I did  not  know  it. 

15.879.  May  I recommend  it  to  your  consideration ; 
they  beat  Eton  and  Harrow  hollow? — That  may  be 
something  to  do  with  the  education  of  mathematics  at 
Eton  and  Harrow. 

15.880.  Do  you  suggest  that  between  the  poorer 
educated  classes  and  the  very  rich  there  is  any  balance 
in  excellence  of  stock  on  the  side  of  the  very  rich? — I 
think  it  is  impossible  to  Bay  whether  there  is  or  there 
is  not.  Inherited  wealth  prevents  people  falling  out 
of  that  rank,  and  therefore  keeps  the  unfit  amongst 
the  rich.  On  the  other  hand,  the  rich  have  a greater 
choice  in  marriage,  and  that  is  a factor  that  tells  in 
their  favour.  I think  there  is  little  reason  to  suppose 
that  the  very  rich  are  better  than  the  intelligent 
artisan,  or  rather  I think  it  would  be  difficult  to  prove 
whether  they  are  or  are  not. 

15.881.  I am  much  obliged.  My  questions  are  a 
little  detached  from  each  other,  but  you  will  excuse 
that.  Is  there  not  a real  danger  that',  if  you  were 
to  introduce  anything  on  the  lines  that  you  suggest, 
children  might  be  regarded  and  desired  merely  as 
tax  reducers.  A man  might  marry  and  have  children 
and  bring  them  up  and  regard  them  not  so  much  as 
his  children  as  convenient  accidents  to  reduce  his  tax  ? 
— As  far  as  I can  see,  and  I have  looked  a little  into 
the  figures  relating  to  moderate  incomes,  the  increase 
of  cost  on  account  of  each  child  would  be  far  greater 
than  any  reduction  you  could  be  given  in  taxation. 

I have  got  one  or  two  figures  before  me,  and  it  seemB 
to  me  it  would  be  impossible  to  get  the  reduction  of 
taxation  equal  to  the  cost  of  the  additional  children, 
and  that  there  is  no  chance  of  people  being  tempted 
to  have  children  for  the  sake  of  becoming  richer,  as 
it  were. 

15.882.  That  seems  to  be  saying  that  the  results  you 
can  attain  by  your  proposals  are  so  slight  that  they 
are  not  worth  striving  for? — No.  I think  they  are 
enough  to  be  worth  striving  for,  hut'  they  will  be 
never  so  great  as  to  make  it  an  absolute  profit  to  have 
a child,  as  far  as  I can  see. 
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TWENTY-FOURTH  DAY, 

Thuksday,  9th  October,  1919. 


Present  : 

LORD  COLWYN  (in  the  Chan). 


Mr.  BRACE. 

Mr.  PRETYMAN. 

Sir  E.  E.  NOTT-BOWER. 
Sir  W.  TROWER. 

Mr.  HOLLAND-MARTIN. 
Mr.  ARMITAGE-SMITH. 
Mr.  BIRLEY. 


Mr.  WALKER  CLARK. 
Mr.  KERLY. 

Mr.  McLINTOCK. 

Mr.  MANYILLE. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 

Professor  PIGOU. 


Mr.  A.  M.  Bremner,  Barrister-at-Law,  on  behalf  of  the  General  Council  of  the  Bar  of  England,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

15.883.  (1)  The  Income  Tax  Act,  1918,  effected  a 
considerable  improvement.  It  brought  together,  and 
into  one  Act,  provisions  which  had  been  contained  in 
some  fifty  different  Acts.  The  benefit  resulting  is 
obvious.  A further  improvement  is  that  the  long  and 
involved  sections  of  the  principal  Act  of  1842,  all 
expressed  in  one  sentence,  have  been  split  up  and 
divided  by  numerals  or  letters,  so  that  it  is  more  easy 
to  gather  and  to  convey  the  meaning  and  effect  of  the 
various  provisions  of  the  Act.  But  in  my  opinion  it 
is  very  desirable,  if  not  necessary,  that  the  Act  of 
1918  should  be  repealed,  and  a new  Act  substituted 
For  it. 

Reasons  for  a neio  Act. 

15.884.  (2)  (i)  Much  of  the  old,  confused,  and  vague 
language  of  the  Act  of  1806,  or  earlier,  which  had 
been  adopted  in  the  Act  of  1842,  is  continued  by  the 
Act  of  1918.  The  latter  Act  is  a consolidating  Act, 
and  if  the  wording  had  been  extensively  altered  it 
would  have  been  argued  that  by  changing  the  language 
Parliament  had  altered  the  law.  To  effect  any  real 
improvement  sweeping  alterations  would,  in  my  view, 
have  been  necessary.  To  do  this  would  have  delayed 
the  passing  of  the  Act,  and  moreover  was  not  intended. 

(ii)  In  my  opinion,  the  arrangement  of  the  Act  is 
bad  and  defective,  and  can  be  improved  without  diffi- 
culty. 

15.885.  (3)  As  regards  the  language,  in  Aramayo  v. 
Kensington  Commissioners  (1916),  1 A.C.  at  p.  225, 
I.ord  Wrenbury,  who  gave  the  leading  judgment, 
said  : ‘ ‘ My  Lords,  this  case  affords  a striking  illustra- 
tion of  the  involved  and  almost  unintelligible  expres- 
sion of  the  law  contained  in  the  Statutes  relating  to 
Income  Tax.  It  is  difficult  to  reconcile  one  section 
with  another,  the  same  word  is  used  here  in  one  sense 
and  there  in  another.  There  is  no  sequence  or  orderly 
arrangement  of  matter.  Your  Lordships  will,  I hope, 
agree  with  me  in  thinking  that  a taxing  Statute, 
particularly  one  upon  which  taxation  to  so  large  an 
amount  is  now  collected,  ought  to  be  expressed , in 
plain  language,  free  from  the  defects  to  which  I have 
pointed'  and  that  the  matter  demands,  as  soon  as 
opportunity  offers,  the  early  attention  of  the  Legisla- 
ture.” In  Williams  v.  Singer  (1918)  2 K.B.,  at  p.755, 
Sankey,  J.,  said:  “ A very  large  number  of  sections 
in  a very  large  number  of  taxing  Acts  and  a great 
number  of  cases  were  referred  to  and  I must  be 
allowed  to  confess  that  I appreciate  the  position  of 
those  persons  who  found  no  end  in  wandering  mazes 
lost.” 

I may  add  that,  in  my  opinion,  as  matters  stand,  a 
knowledge  of  Income  Tax  law  cannot  be  obtained  by 
reading  the  Act  which  is  supposed  to  state  it.  In  order 
to  form  an  opinion  upon  the  interpretation  of  the 
material  provisions  of  the  Act,  it  is  essential  to  possess 
a knowledge  of  the  many  important  decisions  which 
have  been  given  in  England  and  in  Scotland  during 
the  last  40.  years.  These  are  collected  in  the  well- 
known  book  by  Mt.  Dowell,  and  enable  those 


acquainted  with  them  to  express  an  opinion,  with 
more  or  less  confidence,  upon  the  law.  It  should  be 
possible  so  to  frame  an  Act  as  to  embody  the  effect  of 
what  is  at  present  not  to  be  found  in  the  Statute,  but 
only  in  the  decisions  of  the  Courts. 

What  the  taxpayer  requires  to  know. 

15.886.  (4)  The  taxpayer  wishes  to  know:  — 

1.  upon  what  income  the  tax  is  imposed; 

2.  upon  what  basis,  and  in  what  manner,  his 

assessable  income  is  to  be  computed. 

In  my  opinion  it  is  possible  and  is  certainly  ex- 
pedient to  give  him  this  information  in  the  Act  of 
Parliament  imposing  the  tax.  While  I do  not  think 
that  the  task  would  be  easy,  I am  satisfied  that  it  can 
be  done.  It  would  be  strange  if  it  were  beyond  the 
wit  of  man  to  state  in  clear  and  simple  language  what 
income  is  taxable,  and  in  what  maimer  the  sum  pay- 
able is  to  be  calculated.  When  disputes  arise,  the 
judges  have  to  say  what  the  law  is,  and  there  is  no 
reason  why  it  should  not  be  clearly  stated  in  an  Act. 

1 recognize  the  importance  of  not  suffering  income 
to  escape  taxation,  and  of  not  losing  revenue,  hut 
general  and  comprehensive  language  is  not  necessarily 
vague  or  obscure. 

I should  point  out  that  I am  not  suggesting  that  all, 
or  many,  of  the  239  sections  of  the  Act  require  altera- 
tion or  revision.  The  really  important  part  of  the 
Act  is  that  which  contains  the  Schedules,  the  Cases 
and  the  Rules  under  them,  all,  unfortunately,  in  my 
view,  relegated  to  a Schedule  instead  of  being  placed 
in  the  forefront  of  the  Act.  I should  estimate  that, 
of  the  disputes  which  arise,  over  90  per  cent,  arise  out 
of  the  Schedules  A,  B,  C,  D and  E,  and  over  90  per 
cent,  of  these  disputes  arise  out  of  Schedule  D. 

Obscurity  of  the  Act. 

15.887.  (5)  The  Act  of  1918  imposes  the  tax  in 
respect  of  all  property,  profits,  or  gains  described  in 
the  Schedules.  Schedule  D directs  that  tax  under 
that  Schedule  shall  be  charged  in  respect  of  the  annual 
profits  or  gains  arising  from  any  trade,  profession, 
employment  or  vocation.  There  is  no  definition  any- 
where in  the  Act  of  “profits  or  gains,”  nor  is  there 
any  statement  of  the  principles  according  to  which 
they  are  to  be  ascertained.  The  House  of  Lords  has 
laid  down  on  more  than  one  occasion  that  profits  and 
gains  are  to  be  ascertained  on  ordinary  principles  of 
commercial  trading.  This  must  be  taken  to  be  the 
correct  method,  but  it  is  left  in  obscurity  by  the 
Act,  which  furnishes  no  guide. 

15.888.  (6)  Rule  1 of  the  Rules  applicable  to 
Cases  1 and  II  of  Schedule  D provides  that  tho  tax 
shall  be  charged  without  any  other  deduction  than 
is  allowed  by  the  Act.  This  is  a provision  of  great 
importance.  When  the  taxpayer  looks  to  see  what 
deductions  the  Act  allows,  he  will  be  unable  to  dis- 
cover any  list  or  statement  of  admissible  deductions. 
Here  and  there  in  the  Rules  he  will  find  that  in 
computing  the  profits  or  gains  to  be  charged  no  sum 
shall  be  deducted  in  respect  of  certain  matters,  and 
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section  209  of  tile  Act  provides  that  in  arriving  at 
the  amount  of  profits  or  gains  no  other  deduction 
shall  be  made  than  such  as  are  expressly  enumerated 
in  the  Act.  There  is  no  enumeration  of  permissible 
deductions.  All  that  appears  is  that  certain  deduc- 
tions may  not  be  made.  Again,  I think  that  con- 
fusion is  introduced  by  the  use  of  the  word 
“ deductions.”  Expenditure  incurred  in  earning 
profits  must,  of  course,  be  taken  into  consideration 
in  order  to  ascertain  profits,  but  it  is  not  a deduction 
from  profits. 

15.889.  (7)  In  my  opinion  it  is  expedient  to  tell  the 
taxpayer,  in  plain  terms,  by  specific  and  intelligible 
directions,  what  expenditure  he  is  entitled  to  take 
into  consideration,  and  what  expenditure  he  may  not 
include.  I may  point  out  that  if  a trader  is  left  in 
uncertainty  as  to  the  expenditure  which  he  may 
include  in  making  his  return  he  will  probably  give 
himself  the  benefit  of  the  doubt. 

Schedule  D. 

15.890.  (8)  As  regards  Schedule  D,  I would  advise 
the  introduction  of  the  word  “ business.”  The  word 
is  widely  used,  and  was,  no  doubt,  advisedly  included 
in  the  Act  imposing  Excess  Profits  Duty.  It  is 
somewhat  remarkable  that  although  the  word 
“ business  ” is  to  be  found  in  the  Act  of  1842,  it  is 
not  in  Schedule  D.  At  present  Schedule  D,  by 
Cases  I and  II,  charges  tax  in  respect  of  any  trade, 
profession,  employment  or  vocation,  but  there  are 
many  “ businesses  ” which  strictly  cannot  be  brought 
within  these  words.  1 do  not  overlook  Case  VI, 
which  charges  the  tax  in  respect  of  any  annual  profits 
or  gains  not  falling  under  any  of  the  foregoing  Cases, 
but  in  practice  it  is  not  easy  to  determine  when 
these  general  words  are  applicable,  and  further  the 
method  of  assessment  under  Case  VI  is  left  in 
obscurity. 

15.891.  (9)  On  the  forms  for  returns,  certain  infor- 
mation and  directions  are  contained.  But,  obviously 
the  forms  must  not  differ  from  the  Act,  and  any 
vagueness  or  obscurity  contained  in  the  Act  must  be 
repeated  in  the  forms. 

Advantayes  to  the  ltcvenue  of  clearness  and 

simplicity. 

15.892.  (10)  If  the  trader  or  other  taxpayer  is  told 
in  plain  language  how  to  arrive  at  his  assessable 
income,  he  will  have  no  excuse  for  understating  his 
income.  A person  inclined  to  be  fraudulent  will  hesi- 
tate if  he  is  made  to  see  plainly  that  he  would  be 
guilty  of  fraud  and  dishonesty,  and  would  bring 
himself  within  the  reach  of  the  criminal  law. 
Further,  if  the  Surveyor  could  refer  the  taxpayer, 
when  a question  arose,  to  a rule  which  clearly  decided 
the  matter,  disputes  would  be  settled  and  much  time 
and  correspondence  would  be  saved.  Further  defects 
in  the  Act  are  referred  to  by  me  later  on. 

Defective  arrangement  of  Act  of  1918. 

15.893.  (11)  I have  already  called  attention  to  the 
fact  that  the  important  part  of  the  Act  both  from 
the  point  of  view  of  the  Revenue  and  the  taxpayer, 
is  that  containing  the  Schedules,  and  the  Rules  under 
them.  A taxpayer,  or  other  person  desirous  of  ascer- 
taining the  law,  would  naturally  turn  to  section  (1) 
of  the  Act.  After  reading  that  not  very  illuminating 
section,  he  would  see  that  the  Act  then  plunges  at 
once  into  Super-tax.  He  would,  I assume,  gather 
that  he  must  refer  to  the  Schedules.  On  so  doing, 
he  would  find  a number  of  Rules,  some  miscellaneous 
Rules  applicable  to  Schedule  D,  and  General  Rules 
applicable  to  all  the  Schedules. 

The  various  Rules  do  not  appear  to  be  arranged  in 
any  defined  or  logical  order.  They  jump  from  one 
matter  to  another.  Provisions  with  regard  to  the 
manner  of  ascertaining  profits  under  Schedule  D are 
mixed  up  with  provisions  as  to  assessment  of  partners, 
Life  Assurance  companies,  residence  of  foreign  part, 
nerships,  &c.  A perusal  of  the  rules  under  Schedule 
A will  show  how  hopeless  it  would  be  for  anyone,  not 
an  expert  in  tax  law,  to  feel  any  confidence  that  he 
understood  the  true  meaning  and  effect  of  the 
Schedule  and  the  Rules  applicable  to  it.  This  is  true 
of  the  other  Schedules. 


15.894.  (12)  In  my  opinion  any  future  Income  Tax 
Act  should  be  divided  into  five  parts.  Part  I should 
define  assessable  income,  and  how  the  tax  upon  it 
should  be  ascertained.  Part  II  should  deal  with 
assessments.  Part  III  should  contain  the  pro- 
visions as  to  appeals.  Part  IV  should  deal  with  the 
appointment  of  Commissioners,  Surveyors,  Collectors 
and  other  such  matters.  Part  V should  deal  with 
Ireland.  The  taxpayer  is  only  interested  in  finding 
out  what  he  has  to  pay.  The  rest  of  the  Act  has  very 
rarely  to  be  considered  except  for  administrative 
purposes. 

The  Schedules  should  be  simplified. 

15.895.  (13)  In  my  opinion  the  Schedules  could 
advantageously  be  reduced  in  number  and  simplified. 
1 would  suggest  that  three  Schedules  would  suffice. 
Schedule  A should  include  all  income  from  property. 
This  income  should  be  divided  into  income  from  real 
property  and  income  from  personal  property. 
Division  1 should  include  income  from  lands,  &c., 
including  profits  from  the  occupation  of  land. 
Division  2 should  include  income  from  investments, 
including  securities,  discounts  and  interest. 
Schedule  B should  include  all  income  from  trades  and 
businesses — quarries,  mines,  waterworks,  railways  and 
other  like  trading  concerns  should  be  included  in  this 
Schedule.  Schedule  C should  include  the  income 
from  all  offices  and  employments  of  every  kind.  I 
see  no  ground  for  assessing  income  from  one  employ- 
ment on  a different  basis  from  another  employment. 
In  my  opinion,  the  present  Schedules  C and  E might 
and  should  disappear. 

15.896.  (14)  A further  important  change  which  I 
consider  would  be  very  beneficial,  as  tending  to 
simplicity,  would  be  that  all  income,  without  excep- 
tion, should  be  assessed  on  the  income  of  the  previous 
year.  At  present  the  rule  varies.  A taxpayer  would 
then  know  each  year  the  liability  which  he  would 
have  to  meet  in  the  following  year.  As  each  year 
would  be  taken  by  itself,  it  is  a matter  for  considera- 
tion whether  a loss  in  any  one  year  should  affect  the 
liability  in  respect  of  another  year  which  resulted  in 
a profit.  I think  that  if  the  change  were  made  it 
would  be  necessary  to  provide  against  a loss  of 
revenue.  This  would  not  be  difficult.  I doubt 
whether  if  the  change  were  made  for  the  financial 
year  1920-1  there  would,  in  fact,  be  any  loss  of 
revenue.  This,  of  course,  is  only  a surmise. 

Super-tax. 

15.897.  (15)  In  my  opinion,  Super-tax  should  be 
dealt  with  separately,  as  it  now  is,  and  by  the  Special 
Commissioners,  who  are  persons  of  great  experience 
and  having  a wide  knowledge  of  Income  Tax  law. 

Deduction  at  the  source. 

15.898.  (16)  In  my  opinion  it  is  essential  to  main- 
tain the  system  of  collecting  tax  by  deduction  at 
the  source.  If  this  system  were  abandoned,  I feel  sure 
that  a very  largo  loss  of  revenue  would  result.  Fur- 
ther, it  is  manifest  that  great  additional  trouble  and 
work  would  be  occasioned,  both  to  the  taxpayer  and 
to  the  Revenue  officials.  Any  change  in  this  respect 
would,  I am  sure,  be  objected  to  by  a great  number 
of  taxpayers. 

Appeals. 

15.899.  (17)  The  question  of  appeals,  whether  by  the 
Crown  or  the  taxpayer,  is  obviously  one  of  much 
importance,  and,  in  my  view,  deserves  careful  con- 
sideration. Large  sums  are,  as  a rule,  directly  in- 
volved. Further,  a question  of  principle  is  often  dn 
dispute,  affecting  future  assessments.  Many  thousands 
of  pounds,  sometimes  hundreds  of  thousands  of 
pounds,  in  tax,  depend  upon  the  result  of  an  appeal. 
The  claims  in  respect  of  debts,  and  for  damages  for 
breach  of  contract,  which  are  decided  by  the  High 
Court  of  Justice,  are  trivial  compared  with  the 
amounts  at  issue  in  Income  Tax  appeals. 

15.900.  (18)  A taxpayer  aggrieved  by  an  assessment 
made  upon  him  is  entitled,  on  giving  notice  in  writing 
to  the  Surveyor  within  21  days,  to  appeal  to  the 
General  Commissioners,  or  in  case  of  an  assess- 
ment under  Schedule  D to  the  Special  Commissioners. 

In  my  opinion  it  is  very  desirable  that  this  option 
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should  be  maintained.  The  taxpayer  may  desire  to 
have  a business  question  decided  by  business  men  in 
his  own  district.  On  the  other  hand,  there  may  be 
various  good  reasons  against  the  appeal  being  heard 
by  the  Local  Commissioners.  The  appeal  may  involve 
difficult  points  of  Income  Tax  law  which  would  be 
more  readily  understood,  and  more  effectively  dealt 
with,  by  the  Special  Commissioners. 

15.901.  (19)  Section  137  (1)  of  the  Act  enacts  that 
the  General  Commissioners  shall  cause  notice  of  the 
day  for  hearing  appeals  to  be  given  to  every 
appellant.  The  length  of  notice  to  be  given 
is  not  specified  in  the  Act.  In  my  opinion  at  least 
14  days’  notice  should  be  given  to  the  appellant. 
Inconvenience  is  sometimes  caused  by  the  short  notice 
given.  An  appellant  has  to  secure  the  attendance  of 
his  witnesses,  often  busy  professional  men.  Further, 
the  facts  to  be  ascertained  and  the  accounts  to  be 
looked  into  and  prepared,  are  often  complicated.  An 
adjournment  can  generally  be  obtained  for  good 
cause,  but  I see  no  reason  why  a reasonable  notice, 
to  be  defined,  should  not  be  given. 

15.902.  (20)  There  is,  as  the  law  stands,  no  right 
of  appeal  to  the  High  Court  upon  questions  of  fact. 
The  Commissioners  who  hear  the  appeal  are  the  sole 
judges  of  the  facts.  The  Courts  have  laid  down  that 
they  cannot,  and  will  not,  interfere  with  the  findings 
of  fact  by  the  Commissioners,  if  there  is  any  evidence 
upon  which  they  could  have  arrived  at  such  findings. 
As  the  whole  of  the  evidence  is  rarely  before  the  Court, 
it  is  hardly  ever  possible  to  show  that  there  was  no 
evidence  to  support  the  findings  of  the  Commissioners. 

15.903.  (21)  If  the  Surveyor,  or  the  taxpayer,  con- 
siders the  decision  of  the  Commissioners  to  be 
erroneous  in  point  of  law,  he  can  require  a case  to 
be  stated  by  the  Commissioners  for  the  opinion  of  the 
High  Court,  and  the  Act  provides  that  the  case  shall 
set  forth  the  facts  and  the  determination  of  the 
Commissioners. 

Should  there  be  an  appeal  to  the  High  Coiurt  upon 
the  facts. 

15.904.  (22)  After  consideration,  I have  come  to  the 
conclusion  that  it  is  not  necessary  that  there  should 
be  a right  of  appeal  from  the  Commissioners  upon  the 
facts,  either  by  the  Crown  or  by  the  taxpayer.  I 
think  that  the  facts  are,  as  a rule,  rightly  under- 
stood and  dealt  with  by  the  Commissioners.  The  law 
in  this  respect  has  existed  for  many  -years,  and  has, 
on  the  whole,  in  my  experience  worked  satisfactorily. 
If  an  appeal  upon  the  facts  were  given,  either  the 
Court  must  rehear  the  whole  of  the  evidence,  or  it 
must  be  at  liberty  to  determine  the  questions  of  fact 
for  itself  upon  the  shorthand  notes  of  what  passed 
before  the  Commissioners.  In  either  case,  the  hearing 
of  an  appeal  would  be  greatly  prolonged  before  the 
Courts,  and  much  additional  cost  incurred.  Further, 
the  number  of  appeals  would  be  much  increased. 

15.905.  (23)  Subject  to  what  is  hereafter  stated 
as  to  the  Court  being  at  liberty  to  refer  to  the  short- 
hand notes,  I consider  that  it  is  not  necessary  or 
expedient  to  alter  the  law  as  it  now  stands  in  this 
respect. 

Statement  of  the  case. 

15.906.  (24)  The  case  has  to  be  stated  by  the  Com- 
missioners. In  practice,  in  the  case  of  an  appeal 
to  the  General  Commissioners,  it  is  the  Clerk  who  pre- 
pares the  case.  The  case,  as  prepared,  is  submitted 
to  the  parties  for  consideration  and,  if  thought 
necessary,  amendment.  The  High  Court  has  expressed 
the  view  that  this  is  the  proper  course. 

The  preparation  of  the  case  is  frequently  a matter 
of  considerable  difficulty,  especially  when  the  facts  are 
complicated,  and  in  dispute.  There  is  no  rule  upon  the 
point,  but  I believe  that  the  draft  case  is  more  fre- 
quently sent  in  the  first  place  to  the  successful  part}', 
who  makes  in  it  such  alterations  and  amendments  as  he 
considers  necessary.  The  case  is  then  returned  tothe 
Commissioners,  who  send  it,  as  altered  and  amended, 
to  the  other  party,  who  in  his  turn  alters  and  revises 
the  case  Unfortunately,  the  parties  are  seldom  agreed 
upon  the  facts  representing  the  evidence  given,  or  on 
the  views  as  to  the  facts  entertained  by  the  Com- 
missioners at  the  hearing.  The  statement  of  the  case 
is  a matter  of  the  greatest  importance,  as  it  often 


ensures  a decision  one  way  or  the  other.  A long  and 
strenuous  contest  frequently  arises  as  to  the  form  of 
the  case,  which  in  the  end,  has  to  be  settled  somehow 
by  the  Commissioners.  The  difficulty  is  increased  by 
the  fact  that  there  is  often  no  shorthand  note  of 
what  passed  at  the  hearing.  An  appellant  is  not  en- 
titled to  have  a shorthand  note  taken,  even  at  his  own 
expense.  Some  Commissioners  refuse  to  allow  a 
shorthand  writer  to  be  present.  Such  notes  as  are 
taken  by  the  Commissioners,  or  their  clerk,  are  not 
available  for  an  appellant,  or,  I should  presume,  for 
the  Inland  Revenue. 

15,907.  (25)  In  my  opinion,  it  is  desirable  that  an 
appellant  should  have  the  right  to  have  a shorthand 
note  taken  of  what  passes  on  the  hearing  of  an  appeal. 
I believe  that  this  would  result  in  a great  saving  of 
time  and  cost.  The  Commissioners  should  be  entitled, 
on  payment,  to  a copy  of  the  notes  taken.  When  it 
is  contended  that  there  is  no  evidence  upon  which 
the  Commissioners  could  arrive  at  their  findings,  I 
think  that  the  judge  should  be  at  liberty,  if  he 
thought  fit,  to  refer  to  the  shorthand  note  of  the 
hearing  bofore  the  Commissioners,  a copy  of  which 
should,  if  the  appellant  desires  it,  be  annexed  to  the 
case  stated. 


Appeals  are  too  long  delayed. 

15.908.  (26)  There  is  much  delay  before  the  case  is 
finally  settled  and  signed  by  the  Commissioners.  I 
have  already  explained  some  of  the  causes  of  this 
delay,  but  there  are  others. 

In  my  opinion,  too  long  a period  often  elapses 
before  the  draft  case  is  sent  out  to  the  parties.  Com- 
plaints are  also  made  that  the  Revenue  authorities 
do  not  return  the  draft  sent  to  them  within  a reason- 
able time.  I think  that  much  of  the  delay  which 
takes  place  could  be  prevented  by  appropriate  Rules. 
The  Commissioners  should  be  required  to  transmit  a 
draft  of  the  proposed  case  to  the  parties  within  2 
months  from  the  request  for  a case.  The  parties 
should  be  required  to  return  the  draft  case  with  then- 
alterations  and  amendments,  if  any,  within  two 
months  from  receiving  the  draft  case.  The  Commis- 
sioners should  be  required  finally  to  settle  and  sign  the 
case  within  6 months  from  the  request  to  them  for  a 
case.  The  Revenue  Judge  might  have  power  to  en- 
large these  times  for  good  cause.  . 

15.909.  (27)  The  Act  requires  the  party  receiving 
the  case  to  transmit  the  same  to  the  High  Court  with- 
in 7 days.  This  does  not  ensure  the  hearing  of  the 
appeal  within  any  particular  time,  or  at  all.  Points 
of  argument  have  to  be  exchanged  between  the  parties. 
There  is  no  time  prescribed  for  this.  Further,  the 
cases  to  be  heard  before  the  Revenue  Judge  are,  1 
believe,  placed  in  the  list  for  hearing  by  the  Solicitor 
of  Inland  Revenue.  The  cases  are  taken  by  the 
Revenue  Judge  at  dates  arranged  by  the  Law  Officers 
of  the  Crown.  In  my  opinion,  each  case  should  come 
in  to  the  list  in  order  of  date  as  entered  unless  both 
parties  otherwise  agree.  Further,  it  should  be  under- 
stood that  the  Revenue  Judge  should  hold  four 
sittings  in  the  year,  one  in  each  sittings  and  dispose 
of  all  cases  entered.  In  view  of  the  engagements i of 
the  Law  Officers,  who  have  the  conduct  of  the  appeals 
on  behalf  of  the  Crown,  I think  i*  reasonabie  that 
they  should  have  a voice  m fixing  the  dates  of  the 
sittings  of  the  Revenue  Judge. 


Repayments  of  tax. 

5 910  (28)  A person  may  be  entitled  to  repayment 
tax  in  consequence  of  a right  to  exemption,  or 
itement,  or  the  right  may  arise  for  certain  other 
.sons,  for  instance,  on  account  of  his  having . paid 
lonial  Income  Tax,  or  m respect  of  interest  paid  to 
-ank  or  discount  house,  or  stockbroker,  or  on 
ount  of  expenses  of  management.  It  S'11  ’j® 

It  repayment  should  be  prompt,  and  the  method  of 
.aining  it  should  be  made  clear,  and  be  simple.  The 
tions  providing  for  repayment  fail  to  prescribe  the 
thod  ill  which  repayment  is  to  be  obtained.  Gener 
, the  Act  simply  provides  that  the  taxpayer  shall 
entitled  to  repent.  How  he  » to  obtamrt  » 
; in  obscurity.  I know  of  only  two  methods  by 
ich  the  right  to  repayment  can  be  enforced.  (1) 
application  to  the  King's  Bench  Division  of  the 
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High  Court  of  Justice  for  a writ  of  mandamus,  direc- 
ted to  the  Commissioners  of  Inland  Revenue,  requir- 
ing them  to  make  repayment,  (2)  by  Petition  of 
Right.  Both  these  methods  are  cumbrous,  costly, 
highly  technical,  and  can  be  enforced  only  after  much 
delay.  If  it  is  expressly  stated  in  the  Act  that  the 
Commissioners  of  Inland  Revenue  shall  make  repay- 
ment, a mandamus  would,  in  a proper  case,  be 
granted  by  the  King’s  Bench  Division.  Numerous 
sections  merely  state  that  the  taxpayer  shall  be  en- 
titled to  be  repaid. 

15.911.  (29)  In  my  opinion  the  right  to  repayment 
should  be  enforceable  by  procedure  which  should  be 
simple,  speedy,  and  inexpensive.  I would  suggest 
that  any  person  entitled  to  repayment  should  be  at 
liberty  to  enforce  his  right  by  a summons  before  the 
Revenue  Judge  calling  upon  the  Commissioners  of 
Inland  Revenue  to  make  repayment.  In  this  way 
much  time  and  cost  would  be  saved. 

The  right  to  repayment  should  not  be  fettered. 

15.912.  (30)  Another  important  matter  which  arises 
in  connection  with  the  right  to  repayment  is  that  it  is 
generally  fettered  by  a condition  requiring  the  tax- 
payer to  prove  certain  matters  to  the  satisfaction  of 
the  General  or  Special  Commissioners.  The  effect  is 
that  if  the  Commissioners  say  that  they  are  not 
satisfied,  there  is  no  appeal  unless  it  is  expressly  given 
and  the  taxpayer  loses  his  right  to  repayment.  Some- 
times matters  are  left  by  the  Act  to  “ the  opinion  of 
the  Commissioners  of  Inland  Revenue.”  Here  again 
the  effect  is  that  there  is  no  appeal.  The  taxpayer 
may  fairly  object  to  being  concluded  by  the  opinion 
of  the  Commissioners  of  Inland  Revenue.  I may 
refer  to  sections  36  and  55  of  the  Act  as  illustrating 
my  objections. 

15.913.  (31)  In  my  opinion,  the  right  to  repayment 
should  not  be  limited,  or  restricted,  in  the  manner 
above  described.  A taxpayer  contending  that  he  is 
entitled  to  repayment  should  have  a right  to  make 
his  claim  to  either  the  Special  or  the  General  Com- 
missioners at  his  option,  and  both  he  and  the  Crown 
should  have  a right  of  appeal  from  the  Commissioners 
to  the  same  extent,  and,  in  the  same  manner,  as  on  an 
appeal  against  an  assessment.  If  the  right  to  repay- 
ment were  upheld,  it  should  be  enforceable  in  the 
simple  manner  suggested  above. 

15.914.  (32)  Another  matter  which  I think  should 
be  set  right  is  that  the  taxpayer  is  often  unable 
to  bring  forward  his  right  to  relief  and  repayment 
upon  the  hearing  of  an  appeal,  but  is  compelled  to 
make  an  independent  application.  The  taxpayer  may 
be  appealing  to  the  Special  Commissioners,  and  he 
may  have  a right  to  relief  which,  under  the  Act,  can 
be  granted  only  by  the  General  Commissioners.  This 
involves  two  applications,  and  consequent  additional 
trouble,  and  possibly  further  expense.  I think  that 
the  Act  should  provide  that,  on  the  hearing  of  an 
appeal,  the  Commissioners  should  be  authorized  to 
grant  to  the  taxpayer  all  such  relief  as  he  may  be 
entitled  to  under  the  Act,  and  to  deal  with  the  assess- 
ment before  them  accordingly.  Multiplicity  of  appli- 
cations should  be  avoided. 

APPENDIX. 

Memorandum  by  the  Right  Hon.  Sir  Arthur 
Channels. 

15.915.  (33)  Appended  to  my  evidence  is  a print  of 
a statement  prepared  by  the  Right  Hon.  Sir  Arthur 
Channell,  for  many  years  a Judge  of  the  King’s  Bench 
Division  of  the  High  Court  of  Justice.  Having 
regard  to  the  grave  importance  of  the  matters  sub- 
mitted for  the  consideration  of  the  Royal  Commission 
I think  it  expedient  that  I should  draw  attention  to 
the  letter,  the  contentions  in  which  I,  on  the  whole, 
support. 

[copy] 

May  6th,  1919. 

Dear  Sir, 

In  case  no  one  more  competent  than  myself  should 
do  so,  I desire  to  call  the  attention  of  the  Royal  Com- 
missioners on  Income  Tax  reform,  to  a matter  which 
I think  has  much  to  do  witl;  tho  unpopularity  of  In- 
come Tax  and  Super-tax,  and  to  suggest  what  seems 
to  me  a simple  remedy. 


If  the  Commissioners  desire  it  I am  willing  to  give 
evidence,  but  having  regard  to  my  age  and  to  the  fact 
that  since  ! resigned  my  office  of  a judge  of  the  High 
Court,  I may  not  have  kept  myself  acquainted  with 
all  the  details  of  alterations  in  the  law,  1 would  rather 
prefer  not  to  do  so,  if  the  Commissioners  would  con- 
sider the  points  raised  in  this  letter,  which  very 
probably  may  be  brought  before  them  also  by  other 
witnesses. 

The  great  grievance  of  treating  earned  and  un- 
earned incomes  alike,  has  now  been  at  any  rate  partlv 
remedied,  although  it  seems  to  me  unjust  that  the 
relief  should  not  be  given  to  all  earned  incomes.  The 
larger  earned  incomes,  equally  with  the  smaller,  carry 
with  them  the  moral  obligation  of  saving  to  provide 
for  the  education  and  maintenance  of  families,  and 
in  many  cases  (notably  in  the  cases  of  judges)  the 
larger  incomes  carry  with  them  a position  in  which 
saving  is  not  easy.  Now  that  this  grievance  has  been 
dealt  with,  although  not,  1 think,  fully  remedied, 
almost  every  one,  whether  his  income  is  large  or  small, 
in  my  opinion,  agrees  that  an  Income  Tax  graduated 
either  by  the  machinery  of  a Super-tax  or  otherwise, 
is  one  of  the  fairest,  as  well  as  the  most  useful  of 
taxes,  provided  that  it  is  levied  only  on  income  which 
is  being  actually  received,  but  it  is  felt  to  be  an  in- 
justice to  be  taxed,  as  is  now  done  in  many  cases,  on 
income  which  is  supposed  to  be  received,  but  which  is 
not  so  in  fact — where  the  tax  can  be  deducted  at  the 
source,  and  is  so,  no  such  grievance  arises,  but  in  other 
cases  the  present  system  involves  the  injustice  of 
favouring  rising  incomes  and  of  overtaxing  incomes 
which  are  falling.  Persons  whose  incomes  are  falling 
do  not  always  wish  to  publish  that  fact,  and  it  may 
be  that  their  grievance  is  not  complained  of  suffi- 
ciently to  have  got  remedied  before  now,  but  I am 
satisfied  that  it  is  extensively  felt.  It  is  hard  to  lose 
income  and  still  harder  to  have  to  pay  tax  as  if  it 
continued,  and  persons  in  such  a position  are  just 
those  who  ought  to  receive  consideration.  Obviously 
the  income  of  the  year  current  at  the  time  of  taxa- 
tion cannot  during  the  year  be  ascertained  accurately, 
unless  the  income  is  of  a kind  which  can  be  taxed  by 
deduction  at  the  source,  so  that  some  kind  of  estimate 
must  for  the  purpose  of  levy  be  resorted  to,  but  any 
estimate  based  on  former  years,  whether  on  a three 
years’  average  as  in  the  case  of  traders  and  profes- 
sional men,  or  on  the  last  preceding  year  as  in  the 
case  of  Super-tax,  obviously  overtaxes  falling  incomes. 

Further,  the  tax  called  Income  Tax,  on  the  occupa- 
tion of  land,  which  in  the  case  of  land  owned  and 
occupied  by  the  same  person  may  be  fair  enough,  is 
unfair  and  not  really  an  Income  Tax,  when  the  land 
is  rented  at  a rack  rent,  as  that  rent  is  not  allowed 
as  a deduction.  In  such  cases  the  occupation  is  often 
not  really  an  incoming  but  an  outgoing. 

I suggest  as  a practical  remedy  for  the  taxation  of 
non-existent  income  that  any  taxpayer  should  be  at 
liberty  to  show  if  he  can,  after  the  expiration  of  the 
year,  that  he  has  paid  tax  (whether  Income  or  Super- 
tax) on  an  income  assessed  at  a sum  in  excess  of  the 
income  he  has  in  fact  received  (during  the  year)  and 
should  be  allowed  off  the  tax  assessed  for  the  then 
current  year  the  amount  of  over  payment  for  the 
previous  year.  The  difficulty  and  trouble  of  such 
proof,  and  the  expense  of  it  in  the  case  of  the  many 
persons  who  would  be  unable  to  do  it  without  assist- 
ance would  prevent  claims  being  made  except  when 
this  amount  of  over  payment  was  substantial,  but  the 
right  to  make  it  would  take  away  the  sense  of 
injustice  which  undoubtedly  exists  under  the  present 
system.  If  it  is  objected  that  the  Revenue  would 
suffer  loss  on  the  rising  incomes,  without  being  com- 
pensated, as  it  is  now,  by  the  gain  on  the  falling 
incomes,  power  might  be  given  to  call  for  a return 
to  be  made  after  the  expiration  of  any  year  of  what 
the  actual  income  had  been  and  any  under  payment 
of  tax  might  be  collected.  This  undoubtedly  would 
be  unpopular,  but  it  would  be  just.  Another  mode  of 
doing  the  same  thing  would  be  that  a return  would 
be  called  for  from  everyone,  in  the  second  and  follow- 
ing years  of  his  carrying  on  a profession  or  trade, 
of  his  income  for  the  past  and  also  for  the  current 
year.  The  return,  so  far  as  the  past  year  was  con- 
cerned, would  be  in  the  nature  of  a calculation,  but 
for  the  current  year  it  would  be  an  estimate  (based 
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possibly  of  necessity  on  the  income  of  previous  years 
or  the  previous  year)  and  when  the  calculation  showed 
either  over  payment  or  under  payment,  the  sum  could 
be  credited  or  debited  against  the  tax  on  the  sum 
estimated  for  the  current  year.  Thus  in  continuing 
professions  or  trades  everyone  would  pay  on  his  actual 
income.  As  regards  Super-tax,  the  grievance  is  con- 
siderable in  every  case  of  a falling  income,  but  if  a 
recent  decision  of  Mr.  Justice  Rowlatt  stands  good 
there  will  be  many  cases  of  very  serious  hardship. 
In  the  case  to  which  I refer  the  late  Mr.  J.  D.  Fitz- 
gerald, K.C.,  appealed  against  an  assessment  to 
Super-tax  on  professional  income  in  the  year  after  he 
had  retired  from  practice  at  the  Bar.  He  died  before 
the  appeal  came  on,  and  his  executors  continued  the 
appeal,  and  Mr.  Justice  Rowlatt  affirmed  the  assess- 
ment and  dismissed  the  appeal.  Take  my  own  case. 
I was  a judge  when  the  Super-tax  was  first  introduced 
and  remained  so  until  April,  1914,  which  I think  was 
about  five  years  afterwards.  I forget  now  the  year 
in  which  the  tax  was  introduced,  but  it  is  not  material 
to  the  argument.  When  I retired  I was  assessed  for 
Super-tax  for  the  year  April,  1914,  to  April,  1915, 
on  the  £5,000  salary  which  I had  received  in  the 
previous  year  and  not  on  the  £3,500  pension  which  1 
was  then  receiving.  I gave  notice  of  my  intention  to 
appeal,  but  before  the  appeal  was  entered  the  war  had 
broken  out.  I did  not  like  in  those  early  days  of  the 
war  to  put  myself  in  the  position  of  appearing  to 
desire  to  evade  taxation,  so  1 did  not  appeal  but  paid 
the  assessment.  I did,  however,  state  to  the  Com- 
missioners that  I did  not  abandon  my  contention,  but 
paid  for  the  sum  I have  mentioned.  The  result  was 
that  I paid  on  £5,000  for  six  years  although  I had 
only  been  receiving  that  sum  for  five  years  since  the 
introduction  of  the  tax.  If  I am  in  error  as  to  the 
date  of  the  introduction  of  the  tax,  it  would  not  be 
six  and  five  years  but  it  would  for  one  year  more  than 
I received  the  salary.  Nothing  can  be  clearer  than 
that  Parliament  never  intended  to  vote  for  a tax 
retrospective  in  that  sense.  If  this  construction  is 
correct  it  would  make  a man’s  executors  liable  to 
Super-tax  for  a year  after  he  had  died,  a construction 
so  absurd  and  unjust  that  it  has  had  to  be  met  by  an 
amending  Act.  But  for  the  fact  that  money  was 
badly  wanted  it  is  inconceivable  that  the  amending 
Act  would  not  have  dealt  with  cases  of  income  ceasing 
otherwise  than  by  death,  but  if  Mr.  Justice  Rowlatt’s 
decision  stands,  a man  becoming  bankrupt  would  be 
liable  for  Super-tax  after  his  bankruptcy  if  in  the 
year  preceding  his  bankruptcy  he  had  had  an  income 
exceeding  £2,500  a year.  I suggest  that  it  should  be 
made  clear  that  Super-tax  on  the  sum  received  in 
the  previous  year  is  only  payable  when  the  source  of 
that  income  is  continuing  into  the  year  of  taxation. 
It  also  would  appear  just  that  if  the  income  ceased 
during  the  year  only  a proportional  part  should  be 
paid. 

Another  case  in  which  Income  Tax  has  to  be  paid 
on  non-existent  income  is  in  the  case  of  falling  or 
roducod  ronts.  During  tho  late  war  cases  occurred 
to  my  knowledge,  where  tenants  got  from  their  land- 
lords on  the  ground  of  alleged  inability  to  pay,  a 
remission  of  rent  to  the  extent  of  as  much  as  a half, 
and  then  deducted  from  that  half  (and  were,  of 
course,  entitled  so  to  deduct)  the  Property  Tax  which 
they  had  paid  on  the  old  assessment,  so  that  the 
landlord  only  got  one  quarter’s  rent  in  the  whole  year, 
the  tax  then  being  5s.  in  the  £.  There  is,  of  course, 
machinery  by  which  the  assessment  can  be  reduced 
if  the  value  has  gone  down,  but  even  if  this  were 
applicable  to  a case  where  there  was  no  real  change 
in  the  property  but  only  in  the  ability  of  the  tenant 
to  pay,  it  takes  time  to  get  such  an  alteration  made 
and  it  only  takes  effect  after  it  is  made.  There  is  no 
provision  for  repayment. 

The  insufficiency  of  the  allowance  off  the  gross  rent 
of  houses  of  one-sixth  for  repairs  is  on  present  prices 
another  instance  of  tax  on  non-existent  income,  but 
this  will  no  doubt  be  considered  by  the  Commissioners, 
and  I need  not  go  into  it  in  detail. 

The  three  years’  average  on  professional  incomes 
has  during  the  war  caused  great  hardship  in  many 
cases.  It  may  be  that  some  of  these  men  will  regain 
their  income  after  the  war,  and  thus  get  the  benefit 


of  the  three  preceding  years  being  lean  years,  but  that 
is  very  uncertain,  and  the  loss  which  has  occurred 
during  the  war  is  only  an  illustration  of  what 
regularly  happens  to  elderly  professional  men  whose 
income  so  often  falls  off  as  they  get  older.  During  the 
war  taxpayers,  on  proof  that  they  have  been  assessed 
on  a supposed  income  greater  by  10  per  cent,  than 
their  real  income,  have  been  allowed  to  postpone  pay- 
ment of  half  the  tax,  but  mere  part  payment  is  a very 
insufficient  remedy,  and  cases  of  loss  just  under  10 
per  cent,  do  not  come  in. 

I think  that  there  are  other  cases  besides  those 
which  I have  specified  in  which  Income  Tax  and  Super- 
tax are  assessed  and  levied  on  income  assumed  to 
exist  but  which  do  not  exist  in  fact. 

My  memory  at  my  present  age  (over  80)  is  probably 
not  so  good  for  details  as  it  used  to  be,  but  I have 
formed  the  opinion  which  I have  been  endeavouring 
to  express  at  a time  when  I was  quite  familiar  with 
this  subject. 

I am,  Sir, 

Your  obedient  servant, 

(Sd.)  ARTHUR  M.  CHANNELL. 

To  the  Secretary  to  the  Commission 
for  Income  Tax  Reform. 

[This  concludes  the  evidence-in-chief .] 

15.916.  Chairman : You  have  had  a very  long  ex- 
perience in  Income  Tax  matters  at  the  Bar,  have 
you  not?- -That  is  so. 

15.917.  This  paper  that  you  have  prepared  is  on 
behalf  of  the  General  Council? — It  is.  I should 
like  to  explain  that  although  I have  prepared  this 
statement  of  my  evidence  at  the  request  of  the  Bar 
Council,  it  has  not  been  submitted  to  the  Bar 
Council.  I understand  that  it  was  not  the  desire 
of  the  Bar  Council  or  their  intention  that  my 
evidence  should  be  submitted  to  them  for  their  con- 
sideration. As  I understand,  they  are  quite  pre- 
pared to  adopt  and  accept  my  views  as  being  repre- 
sentative of  those  of  the  Bar. 

15.918.  A great  many  of  the  points  in  your  paper 
we  have  considered,  of  course,  in  other  aspects; 
you  will  submit  yourself  now  to  any  examinations  that 
the  Commissioners  may  wish  to  make  on  your  paper? 
— Certainly. 

15.919.  Mr.  Kcrly : Of  course,  we  all  know  at  the 
Bar  that  your  forensic  experience  in  this  matter  is 
quite  unrivalled,  and  \rou  have  been  good  enough 
to  give  us  the  results  of  it  in  this  paper,  so  far  as 
your  space  allowed.  Before  dealing  with  the  par- 
ticular points  that  you  have  raised,  I should  like 
to  ask  you  one  or  two  general  questions? — If  you 
please. 

15.920.  First,  as  regards  the  practical  administra- 
tion, the  present  practice,  as  we  know,  is  that  there 
is  an  appeal  to  General  Commissioners,  who  are  a 
local  body,  or  to  the  Special  Commissioners,  from 
any  assessment? — Under  Schedule  D. 

15.921.  I moant  Schedule  D.  As  regards  the 
appeal  to  General  Commissioners,  is  that,  in  your 
view,  a satisfactory  appeal  as  the  General  Com- 
missioners are  at  present  constituted? — Well,  I must 
be  a little  careful  in  my  answer.  I happen  to  be 
myself  a General  Commissioner,  and  I must  take 
care  how  I speak  of  my  brother  General  Com- 
missioners. In  the  next  place,  a good  mxny  General 
Commissioners  also  happen  to  be  personal  friends 
of  my  own ; that  applies  to  various  General  Com- 
missioners in  London.  I think  perhaps  I may  answer 
your  question  in  this  way : if  I have  a case,  as  some- 
times happens,  which  presents  considerable  compli- 
cations with  regard  to  Income  Tax  law,  which  in- 
volves my  referring  the  tribunal  to  various  sections 
of  the  Income  Tax  Acts  and  possibly  citing  various 
authorities  to  them,  when  I am  before  the  Special 
Commissioners  I am  always  confident  that  they 
understand  what  my  point  is.  I can  make  them 
appreciate  why  I am  there  and  what  my  case  is  in 
support  of  the  appeal.  But  when  I am  before  the 
General  Ck  mmissioners  I am  not  always  sure,  in 
fact,  I am  often  very  doubtful  whether  they  really 
understand  what  I am  driving  at.  That  is  fatal. 
Most  of  them,  of  course,  are  not  lawyers;  they  are 
business  men.  I do  not  know  how  many  of  them 
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have  ever  really  studied  the  Act.  They  are  not  paid, 
as  the  Commission  know,  for  what  they  do,  and  1 
have  always  had  a strong  opinion  that  if  you  want 
good  work  you  must  pay  for  it.  Many  of  them  are 
very  busy  men  who  naturally  have  very  little  time  to 
give  to  the  consideration  of  these  Income  Tax 
problems,  and  I have — not  always,  but  frequently — 
been  in  a state  of  great  doubt  as  to  whether  I had 
succeeded  in  conveying  to  the  General  Commissioners 
what  my  point  really  was.  The  Commission  will 
appreciate  the  difficulty.  It  is  necessary,  perhaps, 
for  me  to  refer  the  General  Commissioners  to  two 
or  three  cases  on  the  subject  and  to  read  them 
sometimes  fairly  long  extracts  from  what  the  judges 
have  said.  It  is  very  difficult  for  laymen  to  apply 
the  decision  of  a law  court.  I do  not  know  whether 
it  is  so,  but  sometimes  it  is  said  that  we  lawyers 
look  at  these  decisions  in  a different  way  from  what 
business  men  would  look  at  them,  but  it  is  fre- 
quently very  difficult  to  convey  to  General  Com- 
missioners what  your  case  really  is  and  why  you 
think  you  are  right.  Of  course,  you  may  be  wrong 
or  you  may  be  right,  but  it  is  extremely  unsatis- 
factory if  you  come  away  with  the  conviction  that 
you  have  failed  to  explain  to  your  tribunal  and  to 
make  them  see  why  you  really  were  appealing;  and 
that  has  been  my  position  sometimes. 

When  I go  before  the  Special  Commissioners,  the 
great  advantage  is  this,  as  I have  said,  that  they 
always  know  what  I am  talking  about.  I say : 

“ The  question  here  to-day  is  whether  I bring  my 
case  within  the  principles  of  the  Gramophone  case.” 
They  know  the  Gramophone  case ; that  tells  them 
at  once  what  I am  talking  about.  Then  I proceed 
to  develop  my  case,  and  having  told  them  the  facts 
first — because  you  must  explain  the  facts  first,  which 
very  often  are  not  in  dispute — then  I come  to 
the  law  and  they  follow  it.  I may  be  right  or  1 
may  be  wrong,  but  I have  this  satisfaction,  that  my 
client’s  case  has  been  put  and  understood.  Per- 
sonally, when  I have  a case  of  any  complication  I 
say  to  my  client:  “ now,  to  whom  will  you  appeal? 
You  have  got  an  option  to  appeal  to  the  General 
Commissioners  or  to  the  Special  Commissioners.  My 
view  is  that  you  will  do  better  before  the  Special 
Commissioners  ” — not,  of  course,  because  I think  I 
am  going  to  get  any  advantage,  or  an  erroneous 
decision ; on  the  contrary,  I am  quite  sure  that  I 
shall  then  be  addressing  people  who,  as  I say,  will 
grasp  my  point,  which  may  be  good  or  bad.  That 
I have  nothing  to  do  with,  but  they  will  understand 
it,  and  it  is  most  embarrassing  not  to  be  understood 
— to  feel  that  you  are  being  politely  listened  to,  but 
that  you  have  not  really  made  yourself  intelligible. 
Therefore,  speaking  quite  frankly,  when  I get  a case 
which  involves,  as  I say  in  my  statement,  difficult 
questions  of  Income  Tax  law,  and  I know  of  no  more 
difficult  questions  than  those  which  arise  out  of  these 
Acts,  I then  say  to  my  client:  “you  had  better  go 
to  the  Special  Commissioners  ” ; that  is  my  view 
of  it. 

15.922.  I gather  that  in  a complicated  case  you 
think  the  Special  Commissioners  are,  at  any  rate, 
much  better  than  the  General  Commissioners? — I do. 

I think  that  if  you  had  a purely  business  point 
relating  to  some  practice  of  a business — you  might 
have  a point  arising  out  of  a business  in  Manchester 
or  Liverpool,  and  it  may  bo  that  that  particular 
business  point  might  be  better  appreciated  by  the 
Manchester  or  Liverpool  General  Commissioners, 
who  possibly  would  be  engaged  in  the  trade  them- 
selves or  would  know  something  abojit  it — the 
General  Commissioners  might  be  better,  but  subject 
to  that  I prefer  the  Special  Commissioners. 

15.923.  For  an  important  rase,  I presume  the 

option  which  is  given  is  satisfactory,  because  if  the 
case  is  suited  for  the  General  Commissioners  you 
can  go  to  them? — Certainly.  I attach  great  im- 

portance to  preserving  that  option,  because  a 
business  man  may  come  to  me  and  say:  “ I would 
like  to  go  to  these  people  down  in  Manchester  or 
Bristol,  because  they  understand  it.”  There  is.  one 
thing  I would  like  to  say : there  is  extraordinary 
confusion  and  want  of  knowledge  as  to  who  the 
Special  Commissioners  are,  and  what  they  are. 
People  say  to  me:  “Who  are  the  Special  Com- 
missioners; who  appoints  them?  Are  they  not  a 


branch  of  Somerset  House?  What  communications 
pass  between  them  and  the  Inland  Revenue?”  People 
really  do  misunderstand  entirely  who  the  Special 
Commissioners  are,  and  I cannot  help  thinking  that 
it  would  be  very  advantageous  if  people  were  made 
to  understand  what  their  position  is.  Further, 
many  people  are  wholly  unaware  of  the  option.  It 
is  printed  in  very  small  type  on  the  notice  that  you 
get,  and  no  one  cares  to  devote  much  time  to  study- 
ing these  notices.  They  just  look  and  see  how  much 
is  demanded ; and  I think  myself  it  would  be  very 
desirable  that  the  position  of  the  Special  Com- 
missioners should  be  made  clear  in  some  way  or 
another — it  would  not  be  difficult — and  that  the 
option  to  go  to  the  Special  Commissioners  should 
be  stated  more  distinctly  and  should  be  brought 
home  to  people. 

15.924.  In  your  view  is  the  inadequacy  which  you 
have  indicated  of  the  General  Commissioners  to  try, 
at  any  rate,  some  appeals,  met  by  the  option  of  going 
to  the  Special  Commissioners?  Are  there  not  small 
cases  which  cannot  be  brought  to  London  because  of 
the  undue  expense,  and  which,  therefore,  must  go 
to  the  General  Commissioners,  which  are  inadequately 
dealt  with? — Yes,  in  a small  case,  undoubtedly.  Of 
course,  the  Special  Commissioners  go  on  circuit,  but 
they  do  not  go  to  all  the  small  places;  they  go  to 
the  larger  places.  I do  not  think  that  you  could 
send  the  Special  Commissioners  to  all  the  small  places, 
because  they  might  have  to  go  for  one  case  and 
it  might  perhaps  take  two  days  of  tl.eir  time  getting 
there  and  back,  and  then  possibly  doing  nothing,  very 
likely  the  case  settled  when  they  got  there;  so  I 
think  that  the  small  cases  must  go  to  the  General 
Commissioners  unless  the  taxpayer  decides  otherwise. 

15.925.  Supposing  you  had  a local  body  with  a 
professional  head,  for  instance  one  of  the  Special 
Commissioners  sent  down  to  preside  a.t  the  hearing  of 
appeals,  do  you  think  that  would  be  an  improvement 
instead  of  the  General  Commissioners  in  their 
appellate  jurisdiction? — Well,  I think  you  would  make 
a great  demand  on  the  time  of  the  Special  Com- 
missioners. 

15.926.  It  would  be  necessary  to  increase  their 
number  ? — U ndoubtedly . 

15.927.  Do  you  think  the  resulting  public  advantage 
would  justify  the  expense? — I must  say  I have  not  had 
much  experience  of  the  small  cases.  In  small  cases 
people  do  not  go  to  the  expense  of  Counsel  and  resolv- 
ing to  fight  the  Inland  Revenue  very  likely  up  to 
the  House  of  Lords,  because  you  are  fighting  the 
public  purse  in  these  cases.  I do  not  want  to  talk 
about  myself,  but  that  is  the  only  way  I can  answer 
the  question.  The  cases  that  come  before  me  are 
really  the  large  cases  involving  very,  very  large  sums 
indeed. 

15.928.  The  appeal  on  fact  is  to  the  General  or 
Special  Commissioners  only ; there  is  a further  appeal 
on  law? — Yes,  that  is  so. 

15.929.  Do  you  think  it  desirable  that  there  should 
be  an  appeal  on  fact  from  either  the  General  or  the 
Special  Commissioners  to  a properly  constituted  body, 
so  that  you  might  avoid  the  inconvenience  of  having 
inconsistent  decisions  of  fact  in  different  parts  of  the 
country? — Well,  I have  considered  a good  deal  as 
to  whether  or  not  it  is  expedient  to  give  a right  of 
appeal  on  fact  either  from  the  Special  Commissioners 
or  the  General  Commissioners,  and  I have  checked 
my  own  opinion  by  consulting  some  of  my  friends  in 
the  Temple  who  have  similar  practices.  After  talking 
it  over  together,  we  came  to  the  conclusion,  which 
was  my  own  conclusion  before  I spoke  to  them,  that 
as  regards  appeals  on  questions  of  fact  you  may  leave 
it  where  it  is.  I have  suggested  that  to  meet  extreme 
cases  the  Revenue  Judge  should  have  the  right,  if 
he  thought  fit,  after  seeing  the  nature  of  the  case, 
to  refer  to  the  shorthand  notes  of  what  had  taken 
place  before  the  Commissioners.  As  you  know,  at 
present  you  cannot  do  that.  You  are  tied  down  within 
the  four  corners  of  the  case.  The  judge  will  not 
go  into  any  questions  of  fact  at  all.  He  simply  has 
to  decide  on  the  facts  stated  in  the  case. 

15.930.  Your  proposal  is  that  a note  of  the  evidence 
taken  before  the  Commissioners  should  be  attached 
to  the  case  on  appeal,  and  that  if  a finding  of  fact 
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is  not  supported  by  any  evidence  there  should  be  an 
appeal  on  that  ground? — Yes. 

15.931.  Would  not  you  go  further  and  treat  the 
finding  of  fact  as  equivalent  to  no  more  than  the 
finding  of  a jury,  and  allow  an  appeal  if  in  the 
view  of  the  Court  the  finding  is  against  the  weight 
of  the  evidence? — The  difficulty  1 feel  about  that 
is  this.  1 go  before  the  Revenue  Judge,  and  I want 
to  contend  that  the  finding  is  against  the  weight 
of  the  evidence.  The  Revenue  Judge  must  do  one 
of  two  things ; either  he  must  say:  “very  well,  1 
will  have  all  the  witnesses  here  and  I will  go  through 
the  whole  thing  for  myself — 1 will  re-try  it;”  or 
another  thing  would  be  that  he  should  read  the  whole 
of  the  shorthand  notes  and  should  draw  his  own 
conclusions  upon  them.  Either  of  those  courses  would 
add  very  much  to  the  expense  of  the  appeal.  Think- 
ing it  all  over  and  looking  back  on  all  the  cases  1 
have  had,  I think  myself  that  on  the  whole  you  might 
leave  any  appeal  on  questions  of  fact  where  it  is  now. 
I think  that  is  the  best  thing.  Of  course,  occasion- 
ally one  gets  a disappointment;  one  loses  a case 
that  one  thinks  one  should  have  won,  because  the 
Commissioners  take  what  one  thinks  to  be  an 
erroneous  view  of  the  facts,  but  I am  bound  to  say 
that,  looking  through  the  whole  of  my  practice, 
although  there  have  been  such  cases,  yet  1 do  not 
think  that  it  would  be  expedient  that  you  should 
try  the  whole  thing  over  again  before  the  Revenue 
Judge.  I am  not  talking  of  questions  of  law  at  all. 

15.932.  Very  well,  that  is  your  view? — That  is  my 
view. 

15.933.  It  is  very  interesting  to  me  that  you  should 
take  that  view.  l)o  you  recall  the  famous  series  of 
cases,  the  Schoenofen  and  other  cases  about  control? 
— Yes. 

15.934.  I thought  you  would? — I was  in  some  of 
those. 

15.935.  In  thbse  cases  the  judges  often  said  that 
the  case  stated  the  appellant  out  of  Court? — Yes. 

15.936.  And  suggested  that  they  themselves  would 
have  found  the  facts  differently? — Y7es. 

15.937.  In  view  of  those  cases  which  I recall  to 
your  attention,  do  you  still  take  the  view  that  it  is 
satisfactory  to  leave  the  finding  of  fact  as  stated 
in  the  case  as  conclusive,  subject  to  there  being 
some  evidence  to  support  it? — Yes,  I think  so. 

15.938.  Very  well,  I will  not  trouble  you  further 
about  that.  Now  may  I turn  to  a few  particular 
points.  Your  paper  is  so  clear  that  I.  am  not  going 
to  attempt  to  go  through  it  in  any  detail,  but  would 
you  kindly  turn  to  the  end  of  paragraph  3,  where 
you  state  that  the  Act  requires  much  improvement, 
because  it  cannot  be  understood  without  the  judicial 
decisions ; that  in  fact  means  that  you  want  to  codify 
Dowell,  does  it  not?— Yes,  that  is  putting  it  quite 
shortly. 

15.939.  But  accurately,  I think?— And  quite 
accurately,  I think. 

15.940.  Now  go  to  paragraph  5,  where  you  speak 
of  the  obscurity  of  the  Act.  Is  not  that  difficulty 
inherent  in  the  difficulty  of  finding  what  are  profits 
and  gains? — Well,  I agree  that  that  would  require 
very  great  skill.  I should  want  some  very  experi- 
enced people  and  some  very  trained  intellects  on 
that.  I myself  should  be  very  sorry  to  try  to  define 
profits  and  gains,  but  I think  you  might  do  better 
than  you  do.  I think  you  might  give  some  indication. 
I have  a very  strong  view  about  these  Income  Tax 
Acts  from  beginning  to  end. 

15.941.  May  I interrupt  you  for  one  moment.  Your 
paper  had  for  me  one  great  disappointment.  I hoped 
that  you  would  have  provided  us  with  a suggested 
definition  of  profits  and  gains,  but  I do  not  find  it 
anywhere;  can  you  give  us  any  suggestion? — No.  The 
Long  Vacation  was  not  long  enough  to  enable  me 
to  do  that. 

15.942.  May  I add  one  further  thing;  whatever 
definition  you  adopted  you  would  have  to  follow  it, 
if  I gather  your  view,  by  an  enumeration  of  allowable 
and  not  allowable  deductions? — Certainly;  I make 
great  point  of  that 

15.943.  Do  you  think  if  any  attempt  were  made  to 
define  it,  in  both  that  and  the  other  charging  sec- 
tions of  the  Act,  it  would  be  an  immense  advantage 
to  add  to  the  Act  itself  examples? — Yes. 


15.944.  As  is  done,  for  instance,  in  the  Sale  of 
Goods  Act? — Yes,  certainly. 

15.945.  Has  it  not  often  happened  that  judges,  in 
construing  a most  carefully  constructed  abstract  de- 
finition, have  taken  a totally  different  view  of  what 
it  was  driving  at  from  what  the  draughtsman  in- 
tended, particularly  in  the  Income  Tax  Acts? — The 
difficulty  is  to  find  out  what  is  intended  in  this  Act; 
that  has  always  been  my  difficulty. 

15.946.  I did  not  want  to  lead  you  off  your  track, 
but  I am  going  to  make  a suggestion.  Will  you  tell 
me  how  you  would  deal  with  the  definition  of  profits 
and  gains — I think  you  were  just  going  to  do  so? — 
1 will  tell  you  frankly  what  my  idea  is  in  suggesting 
that  you  should  have  what,  I think,  is  necessary — 
a new  Act.  I will  tell  you  my  scheme : I should  ask 
Lord  Wrenbury,  or  Mr.  Justice  Rowlatt,  who  has 
had  special  experience  in  these  things,  or  possibly 
both,  to  be  members  of  a Committee  which  should 
draft  the  new  Act,  and  should  have  upon  it  an 
experienced  Revenue  official.  Then  I would  have  an 
accountant,  one  of  the  best  I could  get,  upon  this 
Committee. 

15.947.  We  can  supply  him? — Very  well,  that  solves 
that  difficulty.  Then  I should  want  to  have  a business 
man  on  the  Committee,  and  a barrister  with  a know- 
ledge of  Income  Tax  law,  and  I would  get  six  or 
seven  people  there  who  would  know  what  they  were 
talking  about,  and  how  to  express  what  they  meant. 
Then  in  the  end  we  should  get  a satisfactory  Income 
Tax  Act.  It  should  be  clear  and  simple,  or  at  least 
expressed  in  clear  and  simple  language.  I do  not 
say  that  you  can  have  a simple  tax.  We  are  told 
that  you  cannot  have  a simple  tax,  but  you  can  have 
a tax  expressed  in  simple  language.  Make  it  as 
simple  as  you  can.  The  two  things  are  quite  different. 
I do  not  mean  to  suggest  in  this  paper  that  you  can 
make  Income  Tax  simple — nothing  of  the  kind.  What 
I am  suggesting  is  that  the  Act  should  be  expressed 
in  clear,  simple,  and  intelligible  language. 

15.948.  So  far  as  regards  the  charging  sections  of 
the  Act,  that  is  to  say,  defining  the  subject  matter 
to  be  charged,  you  think  it  would  be  possible  to 
simplify  and  also,  I take  it,  to  make  more  certain 
what  that  subject  matter  is? — Yes. 

15.949.  Of  course,  that  is  quite  distinct  from  the 
administration  side? — Oh,  entirely. 

15.950.  Going  on  to  paragraph  9,  you  speak  of  the 
forms  for  returns? — Yes. 

15.951.  l7ou  think  that  considerable  simplification 
from  the  public  point  of  view  might  be  arrived  at 
if  a pamphlet  with  a proper  index  were  drawn  up 
and  distributed  to  the  public? — Yes,  I do;  that  idea 
has  occurred  to  me. 

15.952.  And  to  be  treated  as  an  annexe  to  the 
form  instead  of  making  an  attempt  to  put  a lot  of 
matter  difficult  to  digest  upon  the  form  itself? — 
Certainly,  I think  that  would  be  a great  improve- 
ment. I also  think  these  forms  could  be  improved 
if  you  improve  the  Act  it  is  easy  to  improve  the 
forms.  While  the  Act  remains  a mass  of  confused 
patchwork — those  are  rather  strong  expressions,  but 
they  only  convey  the  opinion  that  has  been  forced 
upon  me  by  many  years’  daily  study  of  these  Acts — 
you  cannot  simplify  your  buff  form.  [ See  Appendix 
No.  5.]  You  must  not  depart  in  the  buff  form  from 
the  Act,  otherwise  you  are  misleading  the  public. 
I remember  not  very  many  years  ago  that  assessments 
were  made  upon  “ casual  profits  ” under  Schedule 
D.  There  are  many  casual  profits  that,  as  the  Com- 
mission know,  are  not  assessable  under  Schedule  D, 
but  assessments  were  made  in  that  form.  I pointed 
out  to  the  City  Commissioners  that  what  purported 
in  the  notice  of  assessment  to  be  an  extract  from  the 
Act  of  Parliament  contained  something  that  was  not 
to  he  found  there  at  all.  There  is  nothing  in 
Schedule  D about  casual  profits  at  all.  I followed 
that  up  by  writing  a letter  to  ‘ ‘ The  Times  ’ ’ point- 
ing out  that  these  forms  were  misleading,  and 
“ casual  profits  ” disappeared  from  the  notices.  You 
must  in  the  buff  forms  follow  the  Act,  otherwise  it 
becomes  the  Revenue  interpretation  of  what  the 
Act  means,  and  that  is  what  many  people  think  it  is. 
These  buff  forms  were  discredited  many  years  ago. 
People  gave  them  up  as  hopeless.  They  said  it  was 
a mass  of  confused  stuff  that  they  could  not  follow, 
and'  now  these  buff  forma  are  very  rarely  referred 
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to  at  all,  and  it  is  somewhat  remarkable  that,  al- 
though I am  in  the  habit  of  discussing  these  things 
with  people  very  nearly  all  day  long  in  my  room, 
I cannot  remember  a single  case  when  anybody  said 
tome:  “ well,  just  look  at  the  buff  form.”  The  truth 
is  that  the  buff  form  has  been  wiped  out.  Nobody 
refers  to  it.  It  is  very  extraordinary.  I really  can- 
not remember  a single  case  when  any  solicitor  or 
accountant  or  anyone  has  said:  “just  look  at  the 
buff  form  ” ; it  has  never  been  mentioned.  That  is 
rather  striking,  and  it  shows  how  little  attention  is 
paid  to  these  buff  forms.  As  I have  said,  they  were 
discredited  many  years  ago.  The  public  thought  they 
simply  expressed  what  the  Surveyor  wanted  to  get 
out  of  them ; that  was  their  idea  of  these  instruc- 
tions. Nobody  looks  at  them  now,  and  I think  that 
is  a great  pity. 

15.953.  In  effect,  the  proposal  I have  just  put  to 
.you  would  be  even  better  than  writing  a new  and 
revised  edition? — Yes. 

15.954.  Will  you  turn  to  paragraph  14? — Yes. 

15.955.  You  see  you  say:  “A  further  important 
change,  which  I consider  would  be  very  beneficial  . . . 
would  be  that  all  income,  without  exception,  should 
be  assessed  on  the  income  of  the  previous  year  ” ?— 
Yes. 

15.956.  You  propose  to  abandon  the  average? — 
Yes. 

15.957.  We  have  had  a lot  of  evidence  about  that 
which  you  have  probably  seen  from  the  reports? — 
Yes. 

15.958.  Assuming  that  to  be  done,  I want  your  view 
as  to  what  year  should  be  taken.  There  must  be,  of 
course,  a gap  between  the  year  which  is  to  be  the  sub- 
ject of  taxation,  and  the  time  when  the  assessment  is 
made,  with  consequent  liability  to  pay.  If  you  took 
the  previous  year,  when  would  you  make  your  assess- 
ment?— I should  make  my  return  about  May.  Gen- 
erally, as  you  know,  the  business  year  ends  on  the  31st 
December.  It  might  end,  say,  on  the  1st  February 
or  the  31st  January.  When  I made  my  return  in 
May  or  June,  I should  return  for  assessment  my  pro- 
fits in  my  preceding  year,  which  would  generally  be 
the  31st  December  preceding,  and  I take  it  that  most 
people,  by  May  or  June,  have  got  out  their  accounts 
up  to  the  31st  December  preceding.  Then  on  that 
return  the  assessment  would  be  made,  say,  in  July, 
August,  September,  or  October,  just  as  it  is  now.  I 
do  not  think  there  is  any  fixed  date  when  these  assess- 
ments are  made;  it  varies  according  to  the  demands 
on  the  Surveyor. 

15.959.  Do  you  say  your  proposal  is  to  take  the 
preceding  calendar  year? — No,  not  the  preceding 
calendar  year;  the  preceding  year  in  the  man’s 
business. 

15.960.  The  preceding  year  of  the  particular  tax- 
payer ? — Yes. 

15.961.  Supposing  he  made  up  his  accounts  for  a 
short  period? — I should  require  him  to  put  them  into 
one  year.  I should  require  him  to  give  me  a complete 
year.  If  he  chose  to  make  up  his  accounts  half-yearly 
he  would  have  to  put  the  two  together  for  me,  and  I 
should  take  the  last  completed  one  before  he  made  his 
return.  If  it  happened  to  be  the  31st  March,  then 
he  would  have  to  give  me  that. 

15.962.  Do  you  think  there  would  be  any  difficulty 
in  bridging  over  the  period  of  change.  You  have  got 
ti  take  care  that  the  Revenue  does  not  lose  a year’s 
income? — Certainly;  I have  suggested  that  if  the 
change  were  made  for  this  next  Revenue  year,  the 
Revenue  would  not  lose.  As  I say,  that  is  only  a sur- 
mise upon  my  part,  but  of  course  everybody  in  this 
room  knows  the  enormous  profits  that  have  been  made 
by  people  since  1914,  in  spite  of  Excess  Profits  Duty. 
Of  course  all  that  information  is  in  the  possession  of 
the  Inland  Revenue,  because  by  this  time  they  have 
certainly  got  returns  down  to  the  31st  December,  1918, 
and  we  are  now  in  October,  1919. 

15.963.  What  do  you  propose  should  be  taken  for 
the  year  1919-1920 — that  is  the  next  year,  I suppose? 
— The  next  financial  year  is  1920-1921. 

15.964.  What  do  you  propose  should  be  taken  for 
that  particular  year? — We  are  in  the  financial  year 
1919-1920  now.  That  is  the  current  financial  year, 
and  therefore  the  next  year  is  the  financial  year  which 
will  begin  on  the  6th  April  next — 1920.  That  is  the 
year  I haVe  in  contemplation,  and  that  will  continue 


until  the  5th  April,  1921.  Now,  if  my  plan  of  taking 
the  preceding  year  were  adapted  to  that  year — this 
is,  as  I say,  only  a surmise — I do  not  think,  having 
regard  to  the  enormous  profits  that  have  been  made, 
the  Revenue  would  be  a loser.  Here  and  there,  of 
course,  it  might  be  that  a'  man’s  profits  had  declined, 
but  I think  if  you  took  the  whole  country  round, 
although  I do  not  pretend  to  be  an  authority  on  that, 
the  Revenue  would  not  be  a loser. 

15.965.  Your  proposal  is  that  for  what  I call  the 
year  1920-1921,  ending  on  the  5th  April,  1921,  you 
would  take  as  a basis  the  actual  profits  for  the  year 
1919.  Is  that  right? — Yes.  I might  just  say  this, 
that  if  the  Revenue,  having  looked  at  the  incomes  for 
that  year,  found  that  there  was  a falling  off,  then  I 
should  be  wrong  here,  because  there  would  be  a loss 
by  taking  that  year.  As  I say,  forming  a surmise 
upon  what  I see  around  me,  and  what  has  come  before 
me,  I am  inclined  to  think  there  would  be  no  loss, 
but  the  Revenue  can  check  that  opinion  of  mine. 

15.966.  You  mean  no  loss  on  Schedule  D by  taking 
a particular  year  instead  of  the  average? — No  loss  by 
taking  that  particular  year.  I mea'n  the  year  before 
the  change. 

15.967.  If  I may  pass  on,  I will  not  trouble  you 
about  deduction  at  the  source,  because  we  have  had 
so  much  evidence  about  it.  Then  you  go  to  appeals. 
I took  that  first  of  all,  and  have  already  dealt  with 
it,  but  there  is  one  question  I omitted.  You  speak 
of  the  hardship  upon  a particular  appellant  who  may 
be  taken  to  the  House  of  Lords  to  settle  for  the 
general  benefit  of  the  community  a debated  point? — 
Yes. 

15.968.  Of  course,  that  is  a difficulty  that  anyone 
who  comes  in  conflict  with  the  public  always  has,  but 
it  is  particularly  hard  in  cases  of  Income  Tax,  be- 
cause everybody  is  affected? — Yes. 

15.969.  Anybody  may  be  the  unfortunate  litigant? 
— Yes. 

15.970.  Do  you  not  think  it  would  be  fair  if,  at  any 
rate,  power  were  given  to  the  Revenue  authorities  to 
pay  the  costs  of  the  other  side  in  a proper  test  case? 
— Yes,  I do;  that  has  been  done  by  the  railway  com- 
panies occasionally.  A man  has  wanted  to  test  a 
question  with  the  oompany,  and  then  the  Board  have 
said  : “ very  well,  we  would  prefer  to  have  this  tested, 
and  we  will  pay  the  costs  of  both  sides  to  get  this 
question  of  principle  decided.” 

15.971.  It  is  your  experience  that  the  cost  of  fight- 
ing the  Inland  Revenue,  as  of  all  other  Government 
Departments,  has  been  greatly  increased  since  a 
change  some  years  ago  with  regard  to  the  remunera- 
tion of  the  Law  Officers? — I do  not  think  really  that 
the  Law  Officers  are  at  all  overpaid  for  the  Revenue 
work  they  do. 

15.972.  No,  I am  not  making  that  suggestion? — I 
think  they  are  underpaid.  I am  able  to  state  their 
view  on  that.  I know  I should  be  very  sorry  if  my 
fee  did  not  occasionally  exceed  that  of  the  Attorney- 
General  or  Solicitor-General  who  is  arguing  against 
me,  but,  of  course,  he  has  more  cases  in  Court. 

15.973.  Is  your  answer  to  my  question  that  you 
think  there  is  no  special  grievance  on  this  point? — 
No,  I do  not  think  there  has  been  any  increase  in 
costs  owing  to  the  present  system  of  marking  fees  at 
all.  The  Law  Officers’  fees  are  very  carefully  con- 
sidered, certainly  in  Revenue  cases. 

15.974.  Will  you  turn  to  paragraph  33,  where  you 
find  Sir  Arthur  Channell’s  memorandum? — Yes. 

15.975.  You  notice  that  the  proposal  Sir  Arthur 
Channell  makes,  is  that  instead  of  taking  the  past 
year,  you  should  pay  on  an  estimate  based  upon  the 
past  year,  and  correct  it  for  the  actual  year? — Yes. 

15.976.  That  would  lead,  of  course,  to  a great  deal 
of  adjustment? — Yes.  I may  say  that  I put  this  paper 
of  Sir  Arthur  ChaAnell’s  forward  exactly  as  he  wrote 
it,  and  it  would  not  have  been  becoming  in  me,  and  it 
is  not  becoming  in  me,  to  criticise  it ; but  I must  say 
this,  that  I feel  very  great  doubt  about  having  this 
adjustment  at  the  end  of  the  year.  I think  the  tax- 
payer likes  to  get  rid  of  his  tax.  He  knows  he  is 
called  upon  to  pay  a certain  amount,  and  he  payB  it, 
qnd  is  very  glad  when  it  is  all  over.  Suppose  the  year 
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turns  out  to  be  £200  or  £300  better  than  the  preced- 
ing year,  if  the  taxpayer  is  to  get  an  allowance  when 
the  income  falls  short,  equally  he  must  pay  when  the 
income  exceeds  the  previous  year,  and  after  you  have 
thought  that  you  had  settled  with  the  tax-collector, 
and  had  given  him  your  cheque,  to  be  called  upon  to 
make  a return  (because  you  must  put  the  taxpayer 
under  an  obligation  to  make  a return)  and  to  he  called 
upon  to  go  into  further  figures  with  the  Surveyors  to 
adjust  that,  and  then  to  draw  another  cheque  on  top 
of  that,  I think  would  be  most  unpopular ; in  fact  Sir 
Arthur  appears  to  have  detected  that.  Personally 
1 think  it  is  much  better  to  have  done  with  it  when 
you  have  paid  your  tax  for  the  year ; if  you  have  paid 
on  the  right  amount,  that  would  make  an  end  of  it, 
and  I think  the  public  would  greatly  prefer  that.  I 
might  just  point  this  out.  There  are  gentlemen  in 
the  room  who  know  much  more  about  it  than  I do, 
but  I do  not  think  that  any  man’s  income  from  a pro- 
fession or  from  a trade  or  business  is  ever  exactly  the 
same  two  years  running.  It  may  be  pretty  nearly 
the  same,  but  never  exactly  the  same.  You  must 
have  your  adjustment,  and  with  tax  at  6s.  in  the  £, 
it  is  worth  while  making  the  adjustment.  It  is  neces- 
sary for  the  Revenue,  and  worth  while  for  the  tax- 
payer. Anybody  who  can  get  his  money  back  will  do 
so,  and  people  are  very  glad  to  get  money  back, 
especially  in  these  days.  Therefore  you  would  have 
a perpetual  adjustment,  with  all  the  trouble  and 
bother  of  previous  perpetual  adjustments,  and  per- 
sonally I should  deprecate  that. 

15,977.  With  regard  to  the  Super-tax,  a suggestion 
has  been  made  that  the  assessment  of  Super-tax  should 
be  transferred  to  the  Surveyors  to  act  under  the 
direction  of_the  Special  Commissioners,  with  an  appeal 
to  the  Special  Commissioners.  Do  you  see  any  objec- 
tion to  that? — Well,  personally,  I should  leave  the 
Super-tax  where  it  is,  for  several  reasons.  First  of 
all,  my  experience  is  that  it  has  worked  well,  and  it 
has  been  going  on  now  for  ten  years,  and  people  have 
got  used  to  dealing  with  the  Special  Commissioners. 
There  has  been  very,  very  little  friction  and  very  few 
appeals  about  Super-tax.  People  have  told  me  that 
they  get  the  notice  to  make  the  return  for  Super-tax, 
and  it  is  very  often  very  puzzling.  They  go  to  the 
Special  Commissioners’  office,  and  they  ask  for  infor- 
mation, and  they  have  told  me  that  they  always  get 
it.  They  obtain  a polite  hearing,  and  things  are 
explained  to  them.  They  may  or  may  not  like  the 
result,  but  they  come  away  satisfied  with  their  recep- 
tion. I should  leave  the  Super-tax  where  it  is.  Then 
there  is  another  thing ; people  very  much  dislike,  and 
for  good  reason,  disclosing  their  total  income.  Even 
in  families  it  is  very  often  very  desirable  that  sons 
and  daughters,  and  sometimes  that  even  wives  should 
not  know  exactly  the  precise  income  of  the  parent  or 
husband. 

15.978.  Does  that  extend  to  the  Surveyor  of  Taxes? 
—I  would  leave  it  where  it  is ; that  is  my  view  of  it. 
I should  be  dead  against  giving  Super-tax  to  the 
General  Commissioners,  because  then  all  over  the 
country  everybody  would  know.  A Commissioner 
would  know  the  income  to  a penny  of  his  neighbour, 
who  might  be  his  friend  or  not  his  friend. 

15.979.  There  is  no  doubt  that  is  a very  common 
view.  Disclosure  to  the  Surveyor  would  not  have 
the  inconveniences  of  disclosure  to  the  General  Com- 
missioners. Still,  you  object  to  it,  for  the  reason, 
as  I gather,  that  the  present  arrangement  has  worked 
well,  and  you  see  no  advantage  in  altering  it? — No, 
I see  no  advantage  in  its  going  through  the  Surveyor. 

15.980.  As  a matter  of  fact,  it  does  go  to  the  Sur- 
veyor now,  does  it  not? — I am  not  aware  of  that.  I 
do  not  know  what  the  machinery  is  in  the  Special 
Commissioners’  office. 

15.981.  I am  told  it  does  not  go  to  the  Surveyor; 
that  is  a misapprehension  of  mine,  I w ll  not  trouble 
you  further  ? — I rather  thought  it  did  not. 

15.982.  Mr.  McLintock:  You  are  aware  that  all 
individuals  with  an  income  under  £2,500  a year  must 
send  everything  to  the  Surveyor? — Yes. 

15.983.  In  order  to  get  the  proper  rates  of  tax? — 
Yes. 

15.984.  Do  you  draw  a big  distinction  between  a 
man  with  £2,500  and  one  with  £3,000? — No,  only 
this,  that  I do  not  see  the  necessity  of  passing  it 
through  the  Surveyor.  If  it  were  explained  to  me 


that  there  was  some  advantage  to  the  Revenue  or  to 
the  taxpayer  by  which  a man  with  £10,000  a year 
returned  that  income,  in  the  first  instance,  to  the 
Surveyor,  then  I should  say  there  is  something  in  it ; 
but  at  present,  as  I say,  I am  not  acquainted  with 
the  Super-tax  machinery,  I only  know  the  result  of  it. 
If  there  would  be  any  practical  advantage  in  passing 
it  through  the  Surveyor,  then  do  it;  but  I do  not 
know  what  practical  advantage  would  be  secured  by 
my  sending  in  my  Super-tax  return  to  the  Surveyor, 
who  would  then  pass  it  on  to  be  dealt  with  by  the 
Special  Commissioners.  If  I understood  what  the 
suggested  advantage  was,  I might  alter  my  view. 

15,985.  In  districts  other  than  London,  the  Special 
Commissioners  are  not  available  for  consultation  to 
answer  questions,  whereas  the  Surveyor  in,  say,  all  the 
other  large  cities  is  available  for  consultation,  instead 
of  having  correspondence  dealing,  it  may  be,  with 
rather  complicated  points? — Yes,  you  may  go  and  ask 
the  local  Surveyor.  Someone  who  had  got  his  Super- 
tax return,  and  did  not  quite  understand  the  view 
taken,  could  go  to  the  Surveyor  and  ask  him  about  it. 

1 always  think  myself  if  you  go  to  the  Surveyor,  and 
consult  him,  the  Surveyor  is  in  rather  a difficult  posi- 
tion. I am  not  talking  of  routine  or  matters  of  form, 
but  this  may  take  place : supposing  a point  is  doubt- 
ful, I go  to  the  Surveyor  and  I say : “ I do  not  think 
I ought  to  pay  this;  my  view  is  that  I should  not.” 
Is  the  Surveyor  to  say  : “ Well,  it  is  a doubtful  point. 
Our  people  at  Somerset  House  are  doubtful  about  it, 
but  I must  ask  you  to  pay  ”?  The  taxpayer  would 
say:  “thank  you.  I have  got  quite  enough,  I am 
not  going  to  pay  if  you  think  it  is  doubtful.”  Has 
the  Surveyor  any  right  (he  is  the  officer  of  the  Inland 
Revenue)  to  admit  that  it  is  a very  puzzling  point, 
and  to  say : “ really  our  people  are  not  at  all  sure  how 
the  matter  stands”?  Occasionally  I believe  a Sur- 
veyor has  made  a statement  like  that,  but  I do  not 
quite  approve  of  the  idea  of  going  to  the  Surveyor  and 
saying  to  him:  “ ought  I to  pay  or  ought  I not  to 
pay  ” ? because  I think  you  put  the  Surveyor  in  a diffi- 
cult position.  He  is  bound  to  do  his  best  for  the 
Inland  Revenue,  and  he  does  do  his  best.  Very  little 
Revenue  is  uncollected  for  want  of  diligence  either  on 
the  part  of  the  Surveyor  or  anybody  else;  I have  the 
clearest  view  about  that.  Very  little  revenue  escapes 
tax  if  the  Revenue  once  are  aware  of  it. 

15.986.  Arising  out  of  that  attitude  of  the  Surveyor, 
in  paragraph  10  you  suggest  that  if  the  Surveyor  could 
refer  the  taxpayer  to  some  official  instructions,  or  to 
some  rules,  that  would  be  an  advantage? — Oh,  I mean 
my  new  Act.  I think  it  should  be  made  as  plain  as 
you  could  make  it;  I do  riot  say  you  can  make  it 
perfect;  I am  not  suggesting  you  could  ever  get  an 
absolutely  perfect  Income  Tax  Act — I should  be  sur- 
prised if  you  could — but  I think  you  could  get  a much 
better  one. 

15.987.  My  point  is  this:  that  you  are  aware  that 
official  instructions  are  at  present  issued  to  Surveyors 
of  Taxes  from  Somerset  House?-: — A retired  Surveyor 
once  showed  me  one,  and  therefore  I know  of  it,  but 
if  I were  to  ask  for  them  now,  I do  not  think  I should 
be  shown  them;  I believe  they  are  regarded  as  con- 
fidential. 

15.988.  They  are,  yes.  We  have  had  suggestions 
made  to  the  Commission  that  those  confidential 
instructions  should  be  made  available  to  the  tax- 
payer. Do  you  agree  with  that  view? — Yes,  I see 
no  objection  to  that.  A man  either  ought  to  pay  or 
he  ought  not,  and  if  the  instructions  given  to  the 
Surveyors  show  that  he  ought  not  to  pay,  or  raise 
a doubt,  I do  not  see  why  he  should  not  be  told.  I 
do  not  see  why  the  public  should  not  be  told  exactly 
what  the  Surveyors  are  told. 

15.989.  Your  view  would  be  this,  that  if  the  Inland 
Revenue  have  interpreted  the  meaning  of  a certain 
section  of  the  Income  Tax  Act,  that  interpretation, 
if  sent  to  the  Surveyors  generally,  should  also  be 
made  available  to  the  taxpayers? — Yes,  I do  not  see 
why  not. 

15.990.  And  if  that  were  done,  it  would,  to  some 
extent,  make  clearer  what  is  so  obscure,  in  your 
view,  in  the  Act  as  it  stands  at  present? — Of  course, 
I should  like  so  much  to  simplify  this  Act,  and  I 
am  satisfied  that  you  could  make  it  much  plainer, 
much  more  easy  to  understand  and  to  deal  with. 
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There  is  sucn  a mass  of  confused  verbiage  in  it. 
The  rules  are  such  a confused  tangle.  If  you  set 
out  to  make  the  law  clear  to  people,  I do  not  know 
that  I should  care  to  have  the  instructions  to  the 
Surveyor.  The  difficulty  is  that  I do  not  know,  and 
I cannot  tell  people  what  the  law  is,  unless  I know  all 
that  is  in  Dowell.  I could  not  tell  them  unless  I 
knew  what  the  Courts  had  been  saying  for  40  years. 
The  Income  Tax  is  all  a question  of  Dowell.  I could 
not  advise  anybody  in  my  room  by  saying,  “ the 
Act  says  so  and  so;  that  was  the  law  in  1806;  now 
make  the  best  of  it.” 

15.991.  It  would  be  rather  an  advantage  to  you, 
and  to  one  in  my  profession,  would  it  not,  just  to 
leave  it  as  it  is? — The  Income  Tax  Acts  have  been 
my  best  friends,  and  therefore  I ought  not  to  say 
anything  against  them,  but  to  my  mind  there  is  a 
great  opportunity  now  for  sweeping  all  this  con- 
fusion away.  It  is  now  or  never.  Is  the  Income 
Tax  Act  to  remain  the  present  confused  and  obscure 
thing  that  it  is,  or  is  it  to  be  made  clear?  You  may 
say,  “ we  shall  get  more  revenue  if  it  is  left  in  such 
obscurity  that  nobody  except  trained  officials  can 
know  anything  about  it.”  If  that  is  the  right  view, 
then  leave  it  as  it  is. 

15.992.  I suggest  to  you  that  to  those  who  are 
doing  the  daily  work  of  Income  Tax  it  is  not  quite 
so  confused  as  you  suggest? — I agree  with  you  en- 
tirely, and  that  is  one  of  the  things  that  has  been 
passing  through  my  mind.  The  Inland  Revenue 
officials  unconsciously  underrate  the  difficulty  of  deal- 
ing with  this  Act.  Why?  From  the  time  when  they 
are  quite  young  they  begin  to  study  the  Income  Tax 
law.  They  have  the  great  advantage  of  being  steeped 
in  the  practice,  and  therefore  they  acquire  in  time  a 
very  considerable  knowledge  of  Income  Tax  law.  and 
when  you  have  a very  considerable  knowledge  of  any 
subject,  you  are  apt  to  think  it  is  not  so  difficult 
after  all.  The  people  who  know  most  about  the 
Income  Tax  law,  after  the  Income  Tax  officials — I 
think  I must  say  after  them,  because  they  do  nothing 
else  and  it  is  their  business — are  the  accountants. 
The  accountants  know  much  more  about  the  Income 
Tax  law  than  the  lawyers  do.  It  would  not  pay  the 
lawyers  to  be  daily  studying  Income  Tax  law.  They 
have  got  the  affairs  of  their  clients  to  look  after; 
but  the  accountant,  by  his  long  experience,  knows 
exactly  what  the  Surveyor  will  pass  and  what  he 
will  not  pass. 

15.993.  Not  always. 

15.994.  Chairman:  You  are  paying  a very  great 
compliment  to  your  examiner? — I have  often  said 
it,  and  when  people  come  to  me  in  a difficult  case, 

I say,  “ would  you  kindly  bring  me  the  accountant?  ” 
Then  the  next  thing  I ask  for  is  the  correspondence 
between  the  accountant  and  the  Surveyor.  I attach 
the  greatest  importance — and  I should  like  to  take 
this  opportunity  of  saying  it — to  what  passes  between 
the  accountants  and  the  Surveyors  with  a view  to 
adjusting  the  difficulties  as  to  figures  and  accounts; 
because  if  you  had  to  try  these  appeals  by  going 
through  every  item  in  a profit  and  loss  account  on 
both  sides,  calling  evidence  as  we  do  in  a Law  Court, 
and  going  through  it  in  detail  and  giving  the  evi- 
dence on  each  item,  the  thing  would  never  end.  The 
great  practical  advantage  of  the  accountants  and  the 
Surveyors  getting  together  is  that  they  do  not  differ 
except  on  questions  of  principle.  Of  course,  they 
often  differ,  or  sometimes  they  differ,  on  a question 
of  principle,  and  then  we  have  to  go  to  the  Law 
Courts  to  fight  it  out,  but  I am  enormously  assisted 
in  my  practice  by  the  custom  of  the  accountant  and 
the  Surveyor  getting  together  and  settling  all  the 
figures  subject  to  any  points  of  principle.  That 
facilitates  the  hearing  of  appeals  immensely.  I go 
to  the  Commissioners  and  say,  “ there  are  some 
complicated  figures;  do  not  trouble  about  them;  we 
can  adjust  those:  you  give  your  decision  on  the 
question  of  principle,.’'  and  that  facilitates  tilings 
wonderfully.  Personally  I dislike  figures  very  much, 
and  I am  quite  unable  to  deal  with  them,  and  I am 
delighted  to  put  the  figures  on  to  more  competent 
shoulders,  but  it  is  a very  great  advantage  indeed; 
in  fact,  I doubt  if  you  could  collect  the  Income  Tax 


if  the  Surveyor  and  accountant  did  not  get  together 
and  settle  the  figures. 

15.995.  Mr.  McLintock : There  is  just  one  point 
with  regard  to  the  evidence  giv.n  on  appeal.  Do  you 
know  that  accountants  conduct  a great  many  appeals 
before  the  General  Commissioners  and  the  Special 
Commissioners  as  well? — I do. 

15.996.  Do  you  think  that  is  an  advantage? — I do; 
I think  that  is  quite  right,  because  you  may  have  an 
appeal  which  depends  more  upon  figures  than  it 
does  upon  some  principle  of  law ; and  I think  it  is 
an  advantage  that  accountants  should  in  such  cases 
be  able  to  conduct  an  appeal. 

15.997.  A point  was  raised  by  Mr.  Kerly  with 
regard  to  an  appeal  on  the  facts.  I think  your 
experience  is  that  there  is  no  careful  record  kept  of 
the  facts  as  stated  either  by  the  appellant  or  the 
Surveyor  at  the  hearing,  as  a rule? — That  is  so. 

15.998.  If  you  appear  before  the  Special  Commjs- 
sioners,  who  take  a careful  record,  you  have  to  wait 
patiently  while  they  laboriously  write  it  out  in  long- 
hand?— Yes. 

15.999.  In  the  case  of  the  General  Commissioners, 
I think  it  is  the  exception  to  find  that  any  note 
whatever  of  a complete  kind  is  taken? — Yes,  and  I 
attach  great  importance  to  the  suggestion  I have 
made  here,  that  an  appellant  should  have  a right  to 
bring  a shorthand  writer  and  have  a shorthand  note, 
taken  in  all  cases  of  appeal.  I think  that  is  most 
important.  Sometimes  the  Commissioners  say,  “ who 
is  that  gentleman?  ” and  the  answer  is,  “ he  is  a 
shorthand  writer”;  1 have  not  heard  the  objection 
raised  quite  lately,  but  some  General  Commissioners 
have  in  the  past  absolutely  declined  to  allow  a 
shorthand  writer  to  be  present. 

16.000.  It  is  quite  natural,  is  it  not? — However 
careful  a Commissioner  may  be  in  taking  a note,  he 
cannot  get  it  down  as  a shorthand  writer  can.  Then 
look  at  the  time  that  is  occupied. 

16.001.  I suggest  this,  and  you  might  let  me  know 

your  view:  that  at  all  hearings  of  appeals  there 
should  be  a shorthand  writer  present.  He  need  not 
extend  hi?  notes,  for  the  reason  that  if  the  appellant 
does  not  express  dissatisfaction  at  the  time  he  cannot 
have  a stated  case? — Certainly.  It  has  often  been 

suggested,  as  you  know,  that  in  all  cases  in  the  Law 
Courts  an  official  shorthand  writer  should  be  present 
and  should  take  a note  of  the  hearing.  It  has  often 
been  suggested,  but  it  has  not  been  done.  There  you 
see  judges  taking  a note.  I am  surprised  at  the  speed 
with  which  they  do  it,  but  you  see  the  judges  taking 
a note — and  a wonderful  note  they  are  able  to  take — 
of  the  evidence,  but  I am  quite  sure  that  many  of 
them  would  like  to  have  a shorthand  note  taken.  I 
would  certainly  have  an  official  shorthand  note  taken. 

16.002.  I think  it  would  be  useful  for  the  Revenue 
sometimes  to  see  the  way  the  Surveyors  handle 
appeals,  and  the  kind  of  arguments  they  put  for- 
Avard?— -Well,  they  are  not  wanting  in  zeal ; every  pos- 
sible argument  is  put. 

16.003.  Do  you  hold  the  vieAv  that  the  General  Com- 
missioners, as  a rule,  will  not  state  things  in  a case 
AA-hich  will  stultify  the  decision  they  have  given? — Of 
course,  human  nature  is  human  nature,  and  if  you 
have  given  a decision  you  naturally  think  it  is  right, 
and  you  have  a sort  of  desire  to  support  it.  Occa- 
sionally we  have  tremendous  struggles  over  getting 
these  cases  stated.  ProlcEgec'J  wrangles  take  place, 
really.  The  one  side  Avants  to  put  something  in,  and 
the  other  side  objects  to  it.  Now  there  you  are; 
there  is  no  note  of  what  takes  place  at  the  time. 
Recollections  differ,  especially  as  you  are  often  dealing 
Avith  these  cases  more  than  a year,  and  sometimes  two 
years,  after  the  case  has  been  heard. 

16.004.  Is  it  not  the  fact  that  in  stated  cases  the 
argument  of  the  appellant,  and  of  the  Crown  as  a 
rule,  is  Avholly  AA'ritten  up  long  after  the  case  has  be?’.1 
heard? — I think  it  is  nearly  always  so.  The  Com- 
missioners say  to  the  appellant : “ you  may  state  your 
contentions  as  you  like,”  and  they  say  to  the  Crown: 
“you  may  state  your  contentions  as  you  like”;  but 
very  often  those  content:ons  are  absolutely  different 
to  the  point  as  put  forward  at  the  appeal. 

16.005.  They  are  not  the  contentions  on  which  tne 
Commissioners  found  certain  facts?—1 They  may  not 
be. 
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16.006.  And  that  would  be  obviated,  to  a very  great 
extent,  if  there  were  a proper  record  of  the  proceed- 
ings;'- Yes.  I think  it  would  be  of  immense  im- 
portance to  have  a shorthand  note  of  everything.  I 
would  have  it  all  over  the  country.  I am  sure — at 
least,  I think — that  Somerset  House  would  welcome 
it;  because  the  Chief  Inspector,  or  other  official  at 
(Somerset  House,  to  whom  the  appeal  would  be 
brought,  could  go  through  the  shorthand  notes,  and 
he  tvould  see  for  himself  exactly  what  had  taken 
place,  and  then  he  would  say:  “ that  is  quite  right,” 
or  he  might  say:  ‘‘I  do  not  think  that  is  right.”  I 
think  it  would  be  an  enorfnous  advantage;  I attach 
the  greatest  importance  to  it,  because  I know  the  con- 
fusion and  the  difficulties  that  arise  because  there  is 
often  no  record  of  what  has  taken  place  before  the 
Special  or  the  General  Commissioners.  I ought  to 
say  that  the  Special  Commissioners  will  let  you  have 
a shorthand  writer.  If  you  say : ‘ 1 may  a shorthand 
writer  take  a note?”  they  will  say:  “yes,  on  the 
terms  that  if  we  ask  for  a copy  of  the  notes  you  will 
give  them  to  us.”  That  only  means  that  you  have  to 
pay  for  another  copy.  I do  not  quite  see  why  you 
should ; and  1 have  suggested,  in  my  paper,  that  if  the 
Special  or  General  Commissioners  desire'  a copy  of  the 
shorthand  notes  they  should  pay  for  it.  But  that  is 
a small  matter. 

16.007.  Your  reason  for  having  stated  cases  properly 
stated  is  that  so  much  of  the  present  law  is  case  law, 
and  does  not  depend  on  the  Act? — Every  case  should 
be  properly  stated.  I do  not  think  anyone  can 
acquire  knowledge  of  Income  Tax  law  unless  he  knows 
all  these  cases — 800  pages  of  Dowell,  to  tell  you  what 
the  law  is. 

16.008.  Mr.  Armitage-Smitli : I observe  that  you 
wish  to  take  power  to  summon  the  Inland  Revenue? — 
Yes. 

16.009.  Might  that  be  described  as  a startling  inno- 
vation, and  may  I ask  whether  you  are  anxious  at  the 
same  time  to  take  power  generally  to  summon  the 
Postmaster-General,  the  Commissioners  of  Customs 
and  Excise,  the  Commissioners  of  Woods  and  Forests, 
and  possibly  even  the  Treasury? — I will  tell  you  what 
is  in  my  mind.  Over  and  over  again  you  will  find  in 
this  Act  that  in  certain  circumstances  the  taxpayer 
would  be  entitled  to  repayment.  People  ask  me  to 
advise  as  to  the  means  to  secure  repayment.  I say 
there  are  two  ways  of  getting  repayment.  If  there 
is  an  express  direction  in  the  particular  section  (which 
there  generally  is  not)  that  the  Commissioners  of 
Inland  Revenue  shall  make  repayment,  then  I say: 

“ you  can  apply  for  a Writ  of  Mandamus  to  the 
King’s  Bench  Division  of  the  High  Court ; then  two 
or  three  judges  will  grant  you  a Rule ; that  Rule,  if 
you  obtain  it,  will  then  go  into  the  Crown  Paper,  and 
at  the  end  of  six  or  seven  months,  if  it  suits  the  Law 
Officers  to  have  that  case  taken,  the  Rule  may  come 
on,  and  you  will  contend  as  to  whether  the  Rule  for 
a Mandamus  ought  to  be  absolute.”  That  is  expen- 
sive, and  there  is  great  delay.  The  only  other  remedy 
is  by  Petition  of  Right.  Well,  people  ask  me:  “ how 
are  wo  to  get  the  money  if  we  do  not  go  for  a man- 
damus? ” I say:  “ I am  not  sure  you  can  get  a man- 
damus here,  because  the  Act  does  not  say  that  the 
Commissioners  of  Inland  Revenue  shall  make  repay- 
ment ; therefore  you  are  thrown  back  upon  the  con- 
stitutional remedy  of  a Petition  of  Right.”  Then 
they  ask  me  to  explain  to  them  what  a Petition  of 
Right  is,  and  that  takes  me  some  time,  and  I am  not 
sure  that  it  is  very  easy  to  explain  exactly  what  it  is. 
Then  they  say:  “when  will  that  Petition  of  Right  be 
heard?  ” I say:  “ Oh,  well,  you  know,  you  have  got 
to  get  the  fiat  of  the  Home  Secretary  first  before  you 
can  do  anything.” 

16.010.  That  is  a matter  of  form,  is  it  not? — Yes; 
hut  it  is  a step  to  be  taken,  and  you  may  be  a month 
getting  that.  Then  you  have  to  go  to  counsel  to  draft 
your  Petition  of  Right;  then  there  are  pleadings  and 
possibly  other  things,  and  then  eventually  the  Peti- 
tion of  Right  comes  on  to  be  heard.  My  proposition 
is  nothing  very  dreadful.  A man  is  entitled  to  repay- 
ment. Well,  then,  he  wants  it.  T am  not  assuming 
that  the  Commissioners  of  Inland  Revenue  will  refuse 
to  make  it,  hut  they  may,  or  there  may  be  delay  over 
it.  Now,  if  the  Commissioners  refuse,  or  if  there  has 
been  too  long  delay,  let  the  taxpayer  take  out  a sum- 
mons before  the  Revenue  Judge,  calling  upon  the  Com- 


missioners of  Inland  Revenue  to  show  cause  why  they 
should  not  make  the  repayment- which  the  Act  says 
the  taxpayer  is  to  get.  What  is  the  objection  to  that? 
You  will  have  the  thing  decided  by  a judge  of  the 
High  Court,  only  at  much  less  expense,  much  more 
speedily,  and  much  more  satisfactorily.  I do  not 
myself  see  that  it  would  be  derogatory  to  the  dignity 
of  the  Commissioners  of  Inland  Revenue  to  have  a 
summons  taken  out  before  the  Revenue  Judge.  In  the 
end,  it  comes  to  a fight  before  the  judge;  why  should 
you  go  all  this  way  round  about  it? 

16.011.  The  question  I put  to  you  was : are  you  pre- 
pared to  generalize  your  principle  ? Are  you  prepared 
to  give  power  to  the  public  to  adopt  this  system  of 
summons  against  all  public  Departments  which  have 
hitherto  been  held  to  represent  the  Crown? — I think 
I would,  but  I have  only  considered  it  with  regard  to 
Income  Tax.  I think  I would.  In  these  days,  I 
should  like  to  sweep  away  all  these  mandamuses  and 
Petitions  of  Right,  and  all  that  sort  of  thing.  I do 
not  understand  what  the  objection  to  it  is.  The 
interests  of  the  Revenue  are  not  going  to  suffer,  nor  do 
I see  that  the  dignity  of  the  Board  of  Inland  Revenue 
would  suffer.  I really  see  no  objection  to  it.  It 
has  been  done  with  great  advantage  in  the  Chancery 
Division.  A question  arises  about  the  constrtiction 
of  an  agreement,  or  a question  arises  about  a will, 
and  they  have  what  is  called  an  Originating  Sum- 
mons, and  the  matter  comes  before  the  judge  and  he 
disposes  of  it;  and  that  would  be  a most  useful 
method  in  this  case  also. 

16.012.  But  the  fact  that  you  can  take  out  an 
Originating  Summons  in  Chancery,  surely  has  nothing 
to  do  with  the  Crown? — It  is  so  much  simpler;  it  is 
only  a reform  in  procedure. 

16.013.  My  only  point  was  that  you  do  not  admit 
that  there  is  any  constitutional  objection  either  tc 
your  suggestion  as  it  stands,  or  to  your  procedure  if 
generalized? — No,  I do  not  admit  any  objection  to  my 
procedure.  I think  it  is  simpler;  it  is  certainly  less 
expensive,  and  it  is  more  speedy.  I want  to  do  away 
with  this  Petition  of  Right  and  mandamus. 

16.014.  Mr.  Marks : On  that  paragraph  29,  in  the 
reformed  procedure  which  you  advocate,  in  its 
generalization  and  extension  beyond  Income  Tax,  you 
see  nothing  whatever  repugnant  to  the  Constitution? 
— No,  I do  not. 

16.015.  Mr.  Walker  Clark : You  have  had  some 

experience  of  Local  Commissioners,  and  you  find  them 
useful  and  valuable? — In  certain  cases,  certainly. 

16.016.  And  you  would  not  suggest  their  abolition  ? 
—No. 

16.017.  In  reference  to  shorthand  notes  in  appeal 
cases,  is  it  not  a fact  that  there  are  very  few  cases 
which  are  carried  beyond  the  General  Commissioners? 
— I do  not  know;  I would  not  say  that.  As  I have 
explained,  I have  had  to  deal  mostly  with  important 
cases;  and  there  is  so  much  money  at  stake  now  that 
if  I win,  the  Crown  appeals,  and  if  the  Crown  wins, 
I appeal. 

16.018.  But  is  it  not  a fact  that  the  vast  majority 
of  appeals  which  come  before  the  General  Commis- 
sioners, at  any  rate,  are  small  matters,  which  deal 
not  so  much  with  a question  of  principle,  as  a ques- 
tion of  local  usage  and  custom,  and  questions  of 
depreciation,  wear  and  tear,  and  that  kind  of  thing? 
Perhaps  you  have  had  no  experience  in  these  small 
cases? — No,  not  the  small  cases.  My  idea  is  that  the 
small  disputes  are  -generally  settled  between  the  Sur- 
veyor and  the  taxpayer. 

16.019.  There  are  some  which  must  have  the  con- 
firmation of  the  Commissioners? — Yes,  but  that  con- 
firmation is  formal,  is  it  not? 

16.020.  My  point  really  was  that  if  there  was  a 
shorthand  record  taken  it  would  be  an  unnecessary 
expense  in  the  vast  majority  of  cases,  and  should  only 
he  taken  where  a request  came  from  either  side? — 
Yes,  I would  agree  with  that,  on  a request  from  either 
side. 

16.021.  You  would  honour  a request  from  either 
side,  but  you  would  not  make  it  compulsory  unless 
there  was  a request  from  either  side? — Yes,  I should 
quite  accept  that. 

16.022.  I do  not  myself  remember  any  appeal  from 
the  decision  of  our  Local  Commissioners,  and  it 
appears  to  me  that  the  addition  of  the  shorthand 
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report  in  tliat  case  would  be  quite  unnecessary? — 
Yes,  I entirely  accept  that. 

16.023.  Sir  IF.  Trower:  One  question  with  reference 
to  what  passed  with  regard  to  Super-tax.  Would  it 
not  be  a great  convenience  to  the  public,  and  would 
there  be  any  detriment,  in  your  opinion,  if  it  was  in 
the  option  of  the  Super-tax  payer  to  get  his  claim 
settled  by  the  Surveyor  of  Taxes?  He  would  have 
the  option  either  to  go  to  the  Special  Commissioners, 
or  to  have  his  claim  settled  by  the  Surveyor  of 
Taxes? — Yes,  I do  not  see  any  objection  to  that  at  all. 

16.024.  You  see  no  objection  to  that? — No. 

16.025.  Sir  E.  Nott-Bower : I see  you  make  some 
comments,  not  altogether  favourable,  on  the  last  Con- 
solidation Act  of  the  Income  Tax? — Yes. 

16.026.  Is  not  a good  deal  of  the  obscurity  of 
language  that  you  have  remarked  on,  due  to  the 
necessity  of  keeping  the  Act  plainly  a Consolidation 
Act? — Yes,  but  that  was  exactly  it.  I gave  evidence 
before  the  Joint  Committee  of  the  House  of  Lords 
and  the  House  of  Commons  which  settled  this  Act, 
and  put  it  into  shape.  The  question  arose  as  to 
whether  it  was  expedient  to  change  the  language  at 
all.  I very  strongly  expressed  the  view  that,  as  the 
Committee  was  merely  settling  a Consolidating  Act, 
it  wopld  be  unwise  to  attempt  to  change  the  language  ; 
because,  as  I said,  if  you  change  the  language  in  Hie 
Consolidating  Act,  it  is  sure  to  be  suggested  that  you 
have  done  so  for  some  reason,  and  that  you  have 
changed  the  law.  Lord  Loreburn,  who  was  presid- 
ing, said:  “yes,  we  have  often  had  that  argument 
addressed  to  us  ” ; and  he  turned  to  his  colleagues, 
and  said:  “we  must  remember  that  we  are  not 
legislating,  but  consolidating.”  They  were  very 
eminent  men  who  considered  this  Act,  but  they 
did  not  arrange  it  as  I wanted  them  to  arrange  it;  I 
have  still  got  mv  opinion  about  that. 

16.027.  May  I say,  with  regard  to  the  question  of 
the  arrangement  of  the  Act,  that  I most  cordially 
agree  with  you,  but  people  of  more  influence  than 
myself  thought  otherwise? — I am  very  glad  to  hear 
that.  Of  course  the  draft  on  which  the  Joint  Com- 
mittee acted,  had  been  prepared  by  Mr.  Bertram 
Cox,  the  very  experienced  solicitor  of  Inland  Revenue, 
and  he  had  got  a different  arrangement,  which  was 
the  same  arrangement  as  I should  have  made.  He 
did  not  put  all  the  important  part  of  the  Act  in  this 
Schedule  at  the  end,  where  it  is  printed  in  small  type. 
He  put  in  the  forefront  of  the  Act,  the  Schedules  and 
the  Rules  under  them.  Then  a long  contest  arose 
because  the  Parliamentary  draughtsman  thought  that 
you  could  have  a schedule  only  in  a schedule,  and  it 
was  impossible  to  persuade  him  to  the  contrary.  Then 
I was  asked  whether,  if  the  schedules  were  put  in  a 
schedule,  I could  still  work  the  Act.  I said : “ well, 
it  does  not  much  matter  to  me  whether  I look  at 
page  31  of  Dowell,  or  page  731.”  I would  sooner  look 
at  page  31 — there  is  less  to  turn  over,  for  one  thing — 
and  I have  got  an  absolutely  clear  opinion  that  the 
best  thing  for  everybody  is  to  put  in  the  beginning 
of  the  Act  what  income  you  are  taxing,  and  how  you 
are  going  to  calculate  what  has  to  be  paid.  And 
really  that  is  all  the  taxpayer  wants  to  know,  and  it 
is  the  main  thing  the  Revenue  wants  to  know.  It 
must  be  so.  You  are  out  to  collect  tax. 

16.028.  If  that  had  been  done,  and  supposing  that 
the  real  substance  of  the  Act  had  been  put  into  the 
first  30  or  40  pages,  most  people  would  never  have 
wanted  to  read  the  Income  Tax  Act  beyond  that? — 
No,  they  would  not;  but  there  is  such  confusion  in 
the  Act — such  wonderful  confusion — which  arises 
largely  from  the  fact  that  it  goes  back  to  1806  or 
earlier.  The  idea  in  those  days  was  to  get  an 
enormously  long  section,  perhaps  two  or  three  pages, 
all  in  one  sentence,  with  provisos  and  limitations, 
and  then  further  provisos,  but  all  in  one  sentence 
always.  The  draughtsman  put  in  every  word  he 
could  possibly  think  of,  and  then  when  he  had  got 
later  on  to  deal  with  the  same  subject,  he  often 
changed  half  the  words  and  put  in  other  words.  Now 
just  let  me  take  this  Act  and  give  you  an  example  of 
it.  If  you  look  at  section  132  of  the  Act  of  1918, 
you  find  what  is  very  important;  you  find  “ provi- 
sions against  fraudulent  practices.”  Now  when  you 
read  that,  you  would  think  that  that  collected  together 
all  the  information  that  anybody  wanted  with  regard  to 
fraudulent  practices ; because  it  is  headed,  in  my  copy  : 


“ Provisions  against  fraudulent  practices  ” ; but  when 
you  turn  over  on  to  the  following  page — the  language 
of  it  is  almost  comic — you  find : 1 ‘ Where  a person 
. . . has  (a)  fraudulently  changed  his  place  of  resi- 

dence or  fraudulently  converted,  or  fraudulently  re- 
leased, assigned,  or  conveyed  any  of  his  property ; or 
( b ) made  and  delivered  any  statement  or  schedule 
which  is  false  or  fraudulent;  or  (c)  fraudulently  con- 
verted any  of  his  property,  which  was  chargeable,  by 
aRering  any  security  relating  thereto  or  by  fraudu- 
lently rendering  it  temporarily  unproductive  in  order 
not  to  be  charged  for  the  same  or  any  part  thereof; 
or  ( d ) been  guilty  of  any  falsehood,  wilful  neglect  ” — 
which  is  not  fraud  at  all ; you  may  have  both,  but 
wilful  neglect  is  not  fraud — “ fraud,  covin,  art  or 
contrivance  whatsoever.”  Now,  what  is  being  guilty 
of  any  art?  I am  sure  I do  not  know,  but  you  are 
liable  to  treble  duty  if  you  have  been  guilty  of  any 
art.  But  it  does  not  stop  there.  I do  not  want  to 
make  fun  of  it,  but  really  this  is  quite  a fair  specimen 
of  the  condition  of  this  Act.  There  are  four  other 
provisions  in  the  Act  dealing  with  fraud — although 
this  is  supposed  to  be  the  “ Provision  against  fraudu- 
lent practices.”  Now  we  go  on,  and  when  you  get 
a long  way  further  on,  you  discover  section  227,  a very 
important  section : “If  any  person,  for  the  purpose 
of  obtaining  any  allowance,  reduction,  rebate,  or  re- 
payment in  respect  of  tax,  either  for  himself  or  for 
any  other  person,  or  in  any  return  made  with 
reference  to  tax,  knowingly  makes  any  false  statement 
or  false  representation,  he  shall  be  liable,  on  summary 
conviction,  to  imprisonment  for  a term  not  exceeding 
six  months  with  hard  labour.”  I will  not  occupy  the 
time  of  the  Commission,  but  in  addition  to  those  two 
sections  there  are  three  other  provisions  scattered 
about  somewhere,  all  exposing  a man  to  various  penal- 
ties if  he  makes  a fraudulent  claim  or  makes  a frau 
dulent  return.  There  is  no  order,  there  is  no 
sequence,  there  is  no  collection  of  matters ; it  is  all 
scattered  about,  and  you  have  to  find  it  if  you  can. 
It  is  not  easy.  I do  not  know  my  way  about  this  Act 
as  I used  to  know  my  way  about  Dowell,  but  I suppose 
in  time  I shall.  But  this  is  a very  important  pro- 
vision. Now  all  you  really  want  is  two  sections. 
First  of  all  you  want  a section  that  if  a man  has  been 
guilty  of  making  any  fraudulent  return  or  giving 
fraudulent  information  or  making  a fraudulent  claim 
he  shall  be  liable  to  imprisonment.  And  I would  not 
limit  it  to  six  months,  because  the  real  way  to  prevent 
fraud,  and  I think  the  only  wav,  is  that  fraud  should 
be  punished  by  terms  of  imprisonment;  that  is  the 
way  to  stop  it.  It  will  never  be  stopped  in  anv  other 
way;  the  temptation  is  so  great  now.  People  must 
be  made  to  understand  that  if  they  defraud  the 
Revenue  they  are  committing  a mean  and  despicable 
offence  against  everv  one  of  their  fellow  taxpayers ; 
and,  to  my  mind,  that  should  be  understood,  and  I 
think  this  Commission — I only  venture  to  suggest  it — 
might  well  recommend  that  in  cases  of  fraud  (of 
course,  I mean  deliberate  fraud,  like  keeping  two  sets 
of  books,  and  things  of  that  kind),  if  a man  is  guilty 
of  that,  ho  should  bo  sent  to  prison,  and  he  should  be 
made  to  feel  the  ignominy  and  disgrace  attaching  to 
the  crime  he  has  committed.  That  is  my  view  about 
it,,  and  that  is  the  only  wav  to  stop  it  amongst  cer- 
tain people.  I do  not  sav  that  fraud  is  verv  widelv 
spread ; but  there  always  has  been  some,  and  there 
alwavs  will  be,  and  the  temptation  has  never  been 
anvthine:  like  so  great  as  it  is  now.  Then  vou  want  a 
section  imposimr  treble  dutv  in  certain  paces. 

16.029.  My  point  was  that  a good  deal,  at  any  rate, 
of  the  obscurity  of  the  language  of  the  Act  was  ren- 
dered necessary  really  by  the  necessity  of  keeping 
within  the  limits  of  a ‘Consolidating  Act? — Yes. 

16.030.  If  we  had  not  had  a Consolidation  Act,  if 
it  had  not  been  pure  consolidation,  we  should  probably 
have  got  no  change  at  all? — Absolutely;  and  here  you 
have  got  the  old  confused  language  of  1806,  and  no 
order  and  no  arrangement,  as  Lord  Wrenbury  points 
out  in  the  case  of  Aramayo,  where  Lord  Wrenbury 
says  what  I have  set  out  in  paragraph  3 of  my  state- 
ment. Lord  Wrenbury,  in  the  House  of  Lords,  had 
to  look  exhaustively  into  the  Income  Tax  Acts.  When 
a man  with  the  clear  logical  mind  of  Lord  Wrenbury 
hnd  to  studv  the.  Act,  and  found  out  how  confused  it 
was,  then  he  delivered  himself  of  those  words. 
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16.031.  An  Act,  such  as  you  have  in  mind,  altering 
so  much  of  the  old  language,  would  perhaps  hardly 
pass  muster  as  a Consolidation  Act? — No;  you  must 
have  a new  Act. 

16.032.  In  the  meantime,  until  we  can  get  a new 

Act  and  an  improved  Act,  it  is  just  as  well  for  most 
people,  is  it  not,  although  I understand  not  for  you, 
that  we  should  have  a Consolidation  Act  which  re- 
places scores  of  old  Acts  scattered  all  over  the  Statute 
Book? — Yes,  I do  not  think  the  Joint  Committee 
could  have  changed  the  wording  of  the  Act ; in  fact,  I 
asked  them  not  to  do  so,  in  the  interests  of  everyone 
concerned.  I suggested  that  the  whole  thing  would 
be  thrown  into  confusion  if  you  were  to  make  an 
attempt  to  alter  the  Act.  You  must  do  one  thing  or 
the  other ; either  keep  the  old  Act  or  have  an  entirely 
new  Act.  I am  most  strongly  in  favour  of  having  a 
new  Act ; I am  satisfied  that  it  can  be  done  if  you 
put  the  right  men  on  to  do  it;  but  you  must  have 
men  who  know  the  pitfalls.  It  is  of  no  use  anyone 
taking  a pen  and  writing  down  what  he  thinks  is  a 
satisfactory  Income  Tax  section  unless  he  has  got  in 
his  mind  what  is  likely  to  occur.  You  can  get  the 
right  men ; the  Inland  Revenue  people  know  all  the 
pitfalls  and  they  know  all  the  difficulties  and  the 
doubts,  jifst  as  they  come  before  me.  I know  them ; 
I do  not  say  I could  avoid  them  all ; but  if  you  get 
the  right  men  I am  quite  satisfied  you  can  get  a 
proper  Act  and  simplify  the  law.  I want  to  have  the 
whole  thing  plain  so  that  any  man  of  ordinary  in- 
telligence can  look  at  the  Act  himself  or  can  look  at  a 
pamphlet  concerning  it  and  understand  it.  That 
would  be  a splendid  thing.  I do  not  think  we  hear 
enough  from  the  Commissioners  of  Inland  Revenue. 
There  is  a thing  on  which  the  public  are  always  in 
difficulty,  and  that  is  the  question  of  deduction  when 
you  make  a payment  and  you  have  to  deduct  tax. 
There  is  enormous  confusion  as  to  what  rate  you  are 
to  deduct.  The  Commissioners  do  publish,  I think 
once  a year,  a statement  as  to  what  rates  you  are  to 
deduct  at.  That  is  very  useful,  but  it  appears  in  a 
corner  of  “ The  Times,”  and  you  may  miss  it.  Some- 
times I have  missed  it,  and  then  I have  had 
to  hunt  for  it  afterwards.  But  I think 

the  more  yon  tell  the  public  the  better  for 

the  Revenue  and  the  the  better  for  the  public 

and  the  plainer  von  make  it  for  them.  That 

is  my  view.  I should  like  to  see  it  done.  Then  there 
is  another  small  matter  that  I might  mention,  which 
is  this.  T should  like  the  Commissioners  of  Inland 
Revenue  to  be  called  the  Board  of  Inland  Revenue. 
There  is  such  confusion  between  the  three  sets  of 
Commissioners.  There  are  Commissioners  of  Inland 
Revenue,  who  are  very  often  called  the  Board,  there 
are  the  Special  Commissioners,  and  the  General  Com- 
missioners, and  really  the  Commission  would  be 
surprised  at  the  way  they  are  all  mixed  up  together. 
Now  I should  have  thought  that  there  was  no  objec- 
tion to  calling  the  Commissioners  of  Inland  Revenue 
the  Board  of  Inland  Revenue.  You  have  the  Board 
of  Trade;  it  is  a dignified  title  enough,  and  you  have 
the  Board  of  Agriculture ; you  understand  that.  Then 
people  would  know  what  they  are  talking  about.  But 
constantly  I have  to  explain  to  people  the  difference 
between  the  Commissioners  of  Inland  Revenue,  the 
Special  Commissioners,  and  the  General  Com- 
missioners. There  is  extraordinary  confusion — more 
than  you  would  believe  possible — about  it.  I think 
that  in  some  Act  the  Commissioners  of  Inland 
Revenue  are  described  as  the  Board  of  Inland 
Revenue.  I tried  to  find  it ; I rather  think  there  is 
such  an  Act  but  I could  not  find  it  yesterday.  I 
think  that  would  tend  to  simplify  things ; because  in 
many  of  these  sections  sometimes  you  have  to  prove 
a thing  to  the  satisfaction  of  the  Special  Com- 
missioners, sometimes  to  the  satisfaction  of  the 
General  Commissioners,  and  sometimes  to  the  satis- 
faction of  the  Commissioners  of  Inland  Revenue. 
Many  people  will  read  the  section  and  they  will  not 
note  the  difference.  And  sometimes  the  thing  is  split 
in  two;  half  a section  has  to  be  dealt  with  by  the 
Commissioners  of  Inland  Revenue  and  the  other  half 
has  to  be  dealt  with  either  by  the  Special  Com- 
missioners or  the  General  Commissioners.  The  whole 
thing  is  a tangle  from  first  to  last;  and  I think  it 


would  tend  to  simplify  it,  unless  there  is  some  objec- 
tion to  it,  which  does  not  occur  to  me.  Call  them  the 
Board  of  Inland  Revenue,  and  then  people  would  know 
who  they  are  and  where  to  find  them  and  what  they 
are,  and  you  would  distinguish  them  from  the  other 
Commissioners;  and  of  course  there  is  all  the  differ- 
ence in  the  world  in  the  different  positions.  I do  not 
see  why  it  should  not  be  done. 

16.033.  Mr.  Pretyman : I only  want  to  ask  you  one 
question — you  have  partly  dealt  with  it  in  what  you 
have  just  said.  In  your  paragraph  30  on  the  right 
of  repayment,  you  refer  to  the  taxpayer  being 
fettered  by  the  condition  that  he  must  prove  certain 
matters  to  the  satisfaction  of  the  General  or  Special 
Commissioners^  and  then  afterwards  possibly  to  the 
satisfaction  of  the  Commissioners  of  Inland  Revenue? 
— Yes. 

16.034.  Do  you  not  regard  the  General  and  Special 
Commissioners  as  to  some  extent  independent  bodies 
of  a judicial  character? — Yes,  I do. 

16.035.  Is  not  that  rather  a different  thing?  If 
you  have  to  prove  something  to  the  satisfaction  of  the 
General  or  Special  Commissioners,  it  is  rather  in  the 
nature  of  proving  it  to  a Court,  whereas  if  you  have 
to  prove  it  to  the  satisfaction  of  the  Board  of  Inland 
Revenue,  if  I may  use  your  phrase  in  anticipation, 
you  have  to  satisfy  your  opponent? — Yes. 

16.036.  Is  there  not  a difference? — Certainly.  My 
objection  to  being  required  to  prove  things  to  the 
satisfaction  of  the  Special  Commissioners  or  the 
satisfaction  of  the  'General  Commissioners  is  that  if 
they  go  wrong  I have  no  appeal;  because  if  a thing 
has  to  be  proved  to  their  satisfaction,  I cannot  go  to 
the  King’s  Bench  Division  and  to  the  Revenue  Judge 
and  say  they  ought  to  have  been  satisfied.  He  would 
say : ‘ ‘ well,  you  may  satisfy  me  but  I am  not  the 
Commissioners.  You  ought  to  have  satisfied  them.” 
Therefore  there  is  no  appeal  in  those  cases. 

16.037.  But  is  there  not  a very  considerable  differ- 
ence between  the  question  whether  there  is  any  appeal 
and  whether  in  principle  the  thing  is  right  or  wrong? 
In  the  one  case  it  is  merely  a question  of  how  far 
it  should  be  carried.  You  have  got  a judicial 
decision.  Is  it  not  most  important  that  the  tax- 
payer should  be  able  to  get  a judicial  decision? — Yes. 

16.038.  And  he  does  get  in  the  one  case  a judicial 
decision  and  in  the  other  case  he  does  not;  and  in 
the  one  case  it  is  merely  a question  of  whether  that 
judicial  decision  should  be  final  or  whether  he  should 
have  a final  appeal  to  another  court.  In  the  other 
case  there  is  no  judicial  decision  at  all.  Is  not  that 
the  position? — 1 should  not  like  to  be  thought  to 
say  that  where  a matter  is  left  to  the  Commissioners 
of  Inland  Revenue  they  do  not  carefully  consider  it. 

16.039.  I am  sure  they  do? — I have  no  doubt  they 
do;  but  I do  see  an  objection  from  the  taxpayer’s 
point  of  view  to  being  concluded  by  what  the  people 
on  the  other  side  of  the  table  think.  You  are  fight- 
ing the  Commissioners  of  Inland  Revenue  in  these 
cases,  and  I do  not  think  that  the  taxpayer  should 
be  bound  by  their  view.  But  he  is  bound  by  their 
view. 

16.040.  You  would  give  an  appeal  to  the  High 
Court? — Yes,  I would. 

16.041.  In  both  cases? — In  both  cases.  I would 
strike  out  these  words  “ to  the  satisfaction  of,”  be- 
cause that  takes  away  the  right  of  appeal  and  it  may 
involve  the  most  important  consequences  and  it  may 
be  on  a pure  point  of  law.  If  you  give  a man  a right 
to  relief,  give  it  to  him;  do  not  fetter  it  by  making 
him  prove  it  to  the  satisfaction  of  somebody.  Equally 
important  questions  arise  on  this  right  to  what  is 
called  relief  as  arise  on  assessments;  and  why  in  the 
one  case  the  taxpayer  should  be  deprived  of  his 
appeal  and  have  it  in  the  other,  I am  sure  I do  not 
know.  All  these  things  have  been  put  in  piecemeal ; 
one  year  one  section  has  been  put  in,  and  then 
another  year  another  section  has  been  put  in,  and  it 
has  become  the  custom  to  introduce  these  words, 
qualifying  the  relief.  You  have  to  prove  it  to  the 
satisfaction  of  somebody. 

16.042.  Would  you  not  say  that  the  effect  of  those 
words  is  rather  to  make  the  repayment  an  act  of 
grace  than  a right? — That  is  exactly  it,  because 
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these  are  what  are  called  the  relief  sections.  . I 
would  do  away  with  all  that. 

16.043.  It  is  in  principle  that  you  object  to  this. 
You  think  that  right  of  repayment  should  be  a 
right? — I do. 

16.044.  And  that  the  repayment  should  not  be  an 
act  of  grace  from  the  Crown? — Certainly. 

16.045.  I suppose  behind  that  is  the  principle  that 
Parliament  has  only  granted  the  Crown  the  tax 
subject  to  certain  repayments,  and  that  therefore  the 
right  of  repayment  is  as  much  a right  of  the  subject 
as  the  right  of  levying  the  tax  is  a right  of  the 
Crown? — Yes. 

16.046.  Is  that  correct? — That  is  so.  I say  if  you 
give  a man  a right  to  relief,  give  it  to  him,  and 
let  him  have  his  appeal  upon  it;  but  do  not  give 
him  a qualified  right  to  relief.  Do  not  fetter  it  by 
saying:  “ you  must  satisfy  the  Commissioners.”  The 
Commissioners  may  be  wrong;  they  are  often  right, 
but  they  may  be  wrong,  and  it  may  involve  very  large 
sums  of  money.  Why  the  right  to  repayment  should 
be  fettered  in  this  way  I am  wholly  unable  to  see. 
There  is  a very  important  section,  section  36  of  this 
Act,  which  gives  a man  a right  to  repayment  in  respect 
of  interest  paid  on  an  advance  from  a bank.  There  he 
has  got  to  prove  the  facts  to  the  satisfaction  of  the 
Special  Commissioners.  If  he  does  he  is  entitled  to 
repayment  of  tax  on  the  amount  of  the  interest.  I 
do  not  see  why  he  should  not  have  his  right  to 
appeal.  In  the  next  sub-section  he  has  got  to  satisfy 
the  Commissioners  of  Inland  Revenue  of  something. 
In  the  next  sub-section  in  the  very  same  section  you 
find  it.  It  comes  to  this.  If  a man  borrows  money 
from  a banker  he  has  got  to  satisfy  the  Special  Com- 
missioners ; if  he  borrows  money  from  a stockbroker 
or  a discount  house  he  has  got  to  satisfy  the  Com- 
missioners of  Inland  Revenue.  Why  is  that?  No- 
body on  earth  can  tell,  except  that  one  sub-section 
was  drawn  one  year  and  the  other  sub-section  was 
drawn  another  year,  and  the  draughtsman  did  not 
take  the  trouble  to  refer  to  the  previous  section  about 
the  bank,  but  having  put  in  the  words  “ to  the  satis- 
faction of  the  Special  Commissioners  ” in  the  earlier 
section,  the  next  time  it  is  “ to  the  satisfaction  of 
the  Commissioners  of  Inland  Revemie.”  I see  no 
ground  for  it;  it  only  introduces  confusion. 

16.047.  I think  we  quite  understand  that,  and 
there  is  great  force  in  what  you  say ; but  that  brings 
you,  does  it  not,  to  the  further  and  almost  larger 
constitutional  question,  that,  if  there  is  to  be  an 
appeal,  it  is  an  appeal  against  the  Crown  and  that 
there  ought  to  be  very  different  provisions  from  what 
there  are  now? — Yes. 

16.048.  That,  on  the  general  question  of  any  appeal 
against  the  Crown,  there  is  certain  very  cumbrous 


difficult  procedure  which  is  supposed  to  guard  the 
dignity  of  the  Crown  against  any  offence;  but  do 
you  consider  that  now  the  Crown  no  longer  acts  as 
tne  Crown,  but  there  are  a large  number  of  public 
departments,  who  have  very  close  and  intimate  rela- 
tions with  the  daily  lives  of  the  subjects,  and  with 
whom  a subject  much  more  often  has  a difference 
of  opinion  than  he  has  with  another  subject? — Yes. 

16.049.  Therefore,  under  those  circumstances  the 
right  of  litigation  against  a public  department  ought 
not  to  be  treated  on  the  old  principle  of  litigation 
against  the  Crown?  Is  that  your  view? — Certainly. 
1 quite  agree.  My  view  is  this.  If  you  give  a man 
a right  to  relief  you  should  not  fetter  it  or  qualify 
it  and  take  away  his  appeal  with  regard  to  that 
right.  Give  him  the  right  to  relief  and  then  if  he 
does  not  prove  it  in  one  place  let  him  have  the 
opportunity  of  proving  it  in  another.  But  the  Act 
cuts  him  short  if  he  does  not  satisfy  the  Com- 
missioners; that  is  the  point. 

16.050.  Mr.  Marks:  Will  you  allow  me  to  ask  you 
whether  your  experience  would  enable  you  to  say 
whether  there  would  or  would  not  be  any  advantage 
in  making  the  fiscal  year  identical  with  the  calendar 
year? — I should  prefer  the  opinion  of  the  Inland 
Revenue  officials  on  that  really.  I do  not  think  I 
am  qualified  to  express  an  opinion  on  that. 

16.051.  In  dealing  with  the  cases  that  have  come 
before  you,  you  have  not  found  any  particular  diffi- 
culty as  to  that  point? — I have  got  so  used  to  the 
5th  April  that  I do  not  find  it  difficult. 

16.052.  I was  thinking  of  it  more  from  the  point 
of  view  of  the  public  than  from  the  point  of  view 
of  an  expert  like  yourself,  or  of  the  Inland  Revenue 
people? — But  I am  only  supposed  to  be  an  expert 
on  what  this  Act  means,  you  see.  On  the  practical 
part  of  it  I should  far  prefer  the  opinion  of  the 
Inland  Revenue  to  my  own. 

16.053.  Mr.  Kerly : There  are  various  questions 
which  come  up  before  the  General  Commissioners, 
the  Special  Commissioners  and  the  Commissioners  of 
Inland  Revenue.  Do  you  not  think  it  right  that 
wherever  a decision  of  any  of  those  bodies  involves 
a question  of  law  there  should  be  an  appeal? — I 
do,  most  decidedly. 

16.054.  Any  question? — Most  decidedly,  I do. 

16.055.  And  that  might  be  met  by  a general  pro- 
vision in  the  Act? — Yes. 

16.056.  Chairman : That  concludes  our  examina- 
tion. You  have  been  a very  valuable  witness  for 
us  and  have  given  us  a great  deal  of  information ; 
we  are  very  much,  obliged  to  you  ?- — I am  very  much 
obliged  to  the  Commission.  It  really  has  been  a 
pleasure  to  me  to  come  here. 


Mr.  Max  Muspratt,  Mr.  Thomas  Biggart,  and  Mr.  S.  E.  Cash,  on  behalf  of  the  Federation  of 
British  Industries,  called  and  examined. 


The  witnesses  handed  in  the  following  statements 
as  their  evidence-in-chief  : — 

Evidence-in-chief  of  Mr.  Max  Muspratt  and  Mr. 

Thomas  Biggart. 

Introduction. 

16,057.  (1)  The  Federation  of  British  Industries, 
representing  directly  and  through  its  affiliated 
associations,  approximately  18,000  manufacturers,  has 
nominated  the  following  representatives  to  give  evi- 
dence on  its  behalf  on  the  subjects  of  depreciation, 
obsolescence  and  wasting  assets:  — 

Mr.  Max  Muspratt,  Chairman  of  the  United 
Alkali  Company,  Ltd.,  Member  of  the  Grand 
Council  of  the  F.B.I.,  Member  of  the  Execu- 
tive Committee  of  the  F.B.I.,  Member  of  the 
Committee  of  Associations  of  Controlled 
Establishments. 

Mr.  Thomas  Biggart,  Solicitor,  of  the  firm  of 
Messrs.  Biggart,  Lumsden  & Co.,  Glasgow, 
Member  of  the  Grand  Council  of  the  F.B.I., 
Member  of  the  Executive  Committee  of  the 
F.B.I.,  Member  of  the  Committee  of 
Associations  of  Controlled  Establishments, 


Mr.  Biggart  is  also  appearing  on  behalf  of  the 
Shipbuilding  Employers’  Federation  in  giving  this 
evidence. 

16.058.  (2)  Manufacturers  realize  the  necessity,  i» 
consequence  of  the  war,  of  raising  exceptional  revenue 
for  the  country’s  needs.  They  further  realize  that  an 
equitable  charge  upon  income  is  a fair  means  of 
providing  necessary  revenue.  They  foresee  that  a 
hi°h  rate  of  Income  Tax  must  as  a consequence  be 
imposed  upon  industry,  and  that  the  incidence  of 
such  tax,  compared  with  the  pre-war  rate,  has 
reached  a point  where  it  well  may  be  a determining 
factor  in  the  prosperity  of  many  industries. 

16.059.  (3)  To  the  State,  however,  falls  the  dual 
obligation  of  ensuring  equality  in  the  treatment  of 
taxpayers,  and  of  reducing  the  burden  of  taxation 
on  the  industries  of  the  country  to  a minimum. 

Depreciation. 

16.060.  (4)  An  essential  feature  of  successful  manu- 
facture is  the  maintenance  of  capital  intact.  Ade- 
quate  allowances  should  therefore  be  permitted  for  the 
annual  reduction  in  value  of  all  property  which  con- 
tributes to  the  earning  of  the  profits  assessable  tor 
Income  Tax. 
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16.061.  (5)  The  effective  life  of  such  property  is 
strictly  limited,  and  more  particularly  is  this  so  in 
the  case  of  plant  and  machinery.  Under  the  Customs 
and  Inland  Revenue  Act,  1878,  sec.  12,  the  Com- 
missioners are  ordered  to  allow  “such  deduction  as 
they  think  just  and  reasonable”  for  plant  and 
machinery.  The  power  of  making  adequate  allow- 
ances therefore  exists,  but  the  Commissioners  in 
practice  do  not  give  a sufficiently  wide  consideration 
to  the  factors  involved  in  each  case,  and  are  too 
leady  to  adopt  a departmental  view  of  the  rate  of 
allowance.  Insufficient  differentiation  is  made  be- 
tween the  varying  types  of  machinery  and  plant,  and. 
different  practices  exist  in  different  districts.  It  is 
felt  that  neither  Commissioners  of  Inland  Revenue 
nor  the  Surveyors  of  Taxes  possess  sufficient  technical 
knowledge  to  pronounce  upon  this  question. 

16.062.  (6)  The  allowance  for  depreciation  should 
be  made  at  a- fixed  annual  rate  to  coincide  with  the 
effective  life,  less  an  estimated  scrap  value,  and  be 
made,  not  on  the  written-down  value  as  at  present, 
but  on  the  prime  cost,  otherwise  the  asset  is  never 
completely  written  off. 

16.063.  (7)  Buildings  in  all  industries  have  a ter 
minable  life;  in.  certain  cases  the  same  as,  or  but 
little  more  than,  that  of  the  plant  and  macnlnery. 
The  provision  under  the  Finance  Act,  1918,  sec.  24  (4) 
of  one-sixth  of  the  annual  value,  falls  far  short  of 
an  equitable  allowance  to  meet  depreciation. 

For  example,  assume  the  case  of  a building  where 
the  gross  assessment  is  £600,  and  the  .building  is 
worth,  say,  £12,000.  Schedule  A assessment  would  be 
£500,  and  the  allowance  would  be  £100,  which  on  a 
building  worth  £12,000  is  0-83  per  cent.  Manu- 
facturers feel  strongly  that  O' 83  per  cent,  deprecia- 
tion on  buildings  is  not  sufficient  in  any  case. 

16.064.  (8)  In  connection  with  buildings  which  carry 
plant  and  machinery,  and  fundamental  structures, 
allowance  should  be  made  for  depreciation  of  founda- 
tions. These  are  costly  to  construct,  and  of  no  value 
when  discarded. 

16.065.  (9)  Adequate  depreciation  should  be  allowed 
for  fixtures,  the  realizable  value  of  which  is  small,  and 
for  office  furniture,  and  the  cost  of  removals. 

16.066.  (10)  No  less  a charge  against  the  profits  of  a 
business  is  the  gradual  amortisation  of  capital  outlay 
in  the  acquisition  of  leasehold  premises,  and  the 
expenditure  by  lessees  in  adapting  such  premises  to 
their  requirements.  Outlays  of  this  nature  should  be 
permitted  as  a deduction  spread  over  the  term  of  the 
lease.  Terminable  concessions  in  countries  outside 
the  United  Kingdom  should  be  granted  an  allowance 
for  amortisation  before  the  profits  are  assessed. 

16.067.  (11)  In  the  matter  of  patents  enterprise  is 
frequently  retarded  by  foreign  ownership.  Pro- 
gressive industrial  firms,  who  would  spend  large  sums 
in  the  acquisition  of  patents,  are  not  encouraged  to 
devote  capital  to  this  direction.  The  lives  of  patents 
are  definitely,  terminable  and  the  absence  of  allow- 
ances for  depreciation  of  the  cost  of  purchasing  or 
taking  out  letters  patent  acts  detrimentally  to  the 
development  of  inventions  and  the  fostering  of  new 
industries.  Deductions  should  be  permitted  for  such 
expenditure,  to  provide  for  writing  off  the  cost  con- 
currently with  the  expiry  of  the  patent. 

16.068.  (12)  The  present  position  in  regard  to 
depreciation  is  open  to  the  following  objections:  — 

(a)  it  gives  rise  to  an  inequality  between  manu- 

facturers of  equal  capital  and  earning 
capacity  according  to  the  amount  of  plant 
employed  in  the  business; 

( b ) it  gives  rise  to  inequality  between  manu- 

facturers in  different  districts; 

(c)  it  results  in  the  payment  of  Income  Tax  on 

sums  in  excess  of  the  true  profits  earned  ; 

( d ) it  causes  the  charge  for  obsolescence  to  bo 

unduly  heavy ; 

(c)  it  gives  no  encouragement’  to  manufacturers 
to  replace  machinery  by  new  types. 
Insufficient  depreciation  becomes  therefore  a distinct 
detriment  to  the  increase  of  production. 

Obsolescence. 

16.069.  (13)  Industry  requires  a much  increased 
installation  of  modern  labour-saving  machinery. 


Machines  may  have  to  be  scrappe'd,  not  for  the  pur- 
pose of  being  replaced  by  similar  machin.es,  but  in  the 
march  of  progress  to  be  replaced  by  machines  of  an 
entirely  different  type.  Whether  or  not  the  particu- 
lar plant  or  machinery  is  replaced,  an  obsolescence 
allowance  should  be  granted.  Adequate  allowances 
for  obsolescence  are  essential  for  the  development  so 
urgent  and  so  necessary  in  industry. 

16.070.  (14)  An  obsolescence  allowance  once  agreed 
should  be  capable  of  being  carried  forward  at  the 
debit  of  a firm’s  profit  and  loss  account  until  it  is 
expunge'd  in  a similar  manner  to  that  adopted  in 
the  case  of  depreciation. 

Benewal  system  for  depreciation  and  obsolescence. 

16.071.  (15)  The  Federation  does  not  propose  in  the 
suggestions  given  above  that  the  renewal  system  as 
set  out  in  the  White  Paper,  31st  July,  1918,  G'd.  9134, 
page  4,  should  be  superseded.  [Nee  Enclosure  B to 
Appendix  No.  7 (i),  paragraph  (8).] 

Wasting  assets. 

16.072.  (16)  Manufacturers  acquiring  mines  and 
similar  undertakings  for  the  purposes  of  their  business 
are  of  necessity  compelled  to  spend  large  sums  in  the 
acquisition  of  such  properties  and  in  their  develop- 
ment, such  as  sinking  and  driving. 

16.073.  (17)  Deductions  on  an  equitable  basis  should 
be  allowed  for  the  exhaustion  of  all  such  wasting 
assets  as  a charge  against’  the  profits  of  the  business. 

Full  publicity  wanted. 

16.074.  (18)  In  conclusion  it  is  essential  and  only 
fair  and  reasonable  that  there  should  be  publicity 
in  the  departmental  methods  of  making  allowances 
for  Income  Tax  in  respect  of  depreciation,  obsole- 
scence,’ and  wasting  assets  such  as  will  put  every 
taxpayer  in  the  same  possession  of  all  information 
pertaining  to  the  system  under  which  he  is  taxed.  It 
is  an  indubitable  right  of  the  taxpayer  to  know  how 
he  is  being  taxed. 

[This  concludes  the  cvidcnce-in-chief  of  Mr.  Muspratl 
and  Mr.  Biggart.] 

Evidence-in-chief  of  Mr.  S.  E.  Cash. 

Introductory. 

16.075.  (1)  The  Federation  of  British  Industries, 
representing,  directly  and  through  its  affiliated 
associations,  approximately  18,000  firms  of  manu- 
facturers, has,  by  a special  committee  appointed  for 
the  purpose,  elicited  the  views  of  members  of  the 
Federation,  and  as  a result  the  statement  which 
follows  has  been  compiled.  While  the  Federation 
realizes  that  a largo  yield  is  necessary  from  Income 
Tax,  it  feels  that  all  of  the  suggestions  given  below, 
which  may  be  held  to  affect  that  yield,  can  be  justified 
on  the  grounds  of  fairness  and  expediency. 

16.076.  (2)  The  Federation  has  nominated  the 
following  representative  to  give  evidence  on  its  behalf 
on  the  subjects  which  follow : — Mr.  S.  E.  Cash, 
Solicitor,  of  the  firm  of  Messrs.  Vizard,  Oldham, 
Crowder  & Cash,  51,  Lincoln’s  Inn  Fields,  London, 
W.C.2,  Solicitors  to  the  Federation  of  British 
Industries. 

Officials. 

16.077.  (3)  There  seems  to  be  a general  feeling 
amongst  the  manufacturers  of  the  country  that  the 
present  method  of  assessment  for  Income  Tax  might 
be  considerably  simplified.  The  generally  approved 
suggestion  is  that  the  Assessor  should  be  eliminated, 
and  that  the  preliminary  work  at  present  carried  out 
by  him  should  be  concentrated  in  the  hands  of  the 
Surveyor  of  Taxes.  The  assessment  should  then  be 
made  by  the  Surveyor  of  Taxes,  in  place  of  the 
Additional  Commissioners,  who  would  be  dispensed 
with,  and  the  General  Commissioners,  instead  of 
being  an  appeal  tribunal,  should  be  more  in  the 
position  of  a Board  of  Referees  to  whom  any  dispute 
between  the  Surveyor  and  the  taxpayer  would  be 
submitted. 

Period  of  assessment. 

16.078.  (4)  The  existing  methods  of  basing  the 
assessments  on  different  periods,  in  some  cases  on  the 
current  year,  in  some  cases  on  the  preceding  year, 
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in  some  cases  on.  three,  and  in  some  cases  on  five 
years,  should,  it  is  suggested,  be  done  away  with, 
and  a uniform  practice  in  all  cases  introduced, 
whereby  the  assessment  should  be  made  on  the  figures 
of  the  preceding  year.  All  income  assessable  under 
Schedules  D and  E,  which  is  not  taxable  by  deduction 
at  the  source,  should  be  assessed  upon  the  preceding 
year’s  basis  It  would,  of  course,  be  necessary,  if 
this  change  were  made,  for  adjustment  to  be  made 
during  the  first  few  years,  in  order  to  avoid  injustice 
either  to  the  Revenue  or  to  the  taxpayer.*  Where 
loss  is  incurred  in  any  particular  year,  provision 
would  also  have  to  be  made  whereby  this  loss  could 
be  carried  forward  against  subsequent  profits.  A 
further  concession  should  be  allowed  in  the  early 
and  closing  years  of  a business,  and  it  is  suggested 
that  during  the  first  three  years  of  a new  concern 
and  in  the  last  three  years  prior  to  winding  up  of  a 
concern,  the  taxpayer  should  be  permitted  to  pay  on 
the  actual  figures  rather  than  on  those  of  the 
preceding  year. 

Time  limit  for  appeals. 

16,079.  (5)  Under  the  existing  statute  21  days  is 
given  to  the  taxpayer  within  which  to  appeal  against 
his  assessment,  but  in  practice  this  period  is  very 
largely  extended,  and  where  a specific  error  can  be 
proved  to  have  affected  the  assessment,  the*  taxpayer 
is  sometimes  allowed  up  to  a year  after  the  end  of 
the  year  affected.  On  the  other  hand,  the  Surveyor 
of  Taxes  is  permitted  to  re-open  the  question  of 
taxation  for  a period  of  three  years  from  the  end 
of  the  period  of  assessment.  It  is  generally  felt  that 
this  inequality  is  unreasonable.  This  also  applies 
where  a legal  decision  has  been  given  which  settles  a 
principle  over-riding  the  method  on  which  other 
assessments  have  been  made.  In  other  words,  if  a 
decision  on  a question  of  principle  is  given  in  favour 
of  the  Crown,  the  Surveyor  of  Taxes  can  re-open 
assessments,  whereas  if  a decision  is  given  in  favour 
of  the  taxpayer,  he  is  not  in  a position  to  have  the 
matter  re-opened.  It  is  felt  generally,  that  in 
respect  of  all  these  points,  the  period  given  to  the 
Surveyor  and  the  taxpayer  should  be  co-extensive. 
This  appears  more  important  at  the  present  time 
than  in  the  past,  having  regard  to  the  high  rate  of 
taxation,  and  to  the  fact  that  the  yield  of  the  tax 
must  to  some  extent  depend  upon  the  mental  attitude 
of  the  taxpayer. 

Deductions  from  profits. 

16,080.  (6)  A very  strong  feeling  exists  that  the 
Income  Tax,  being  a tax  on  income,  should  be  paid 
on  the  real  net  income,  as  nearly  as  may  be,  rather 
than  as  happens  in  many  cases,  at  present,  on  what 
is  really  to  some  extent  a fictitious  profit.  There  is, 
for  example,  a number  of  matters  which,  in  the 
opinion  of  manufacturers,  ought  to  be  properly 
allowed  as  deductions  from  profits  before  arriving  at 
the  figure  of  assessment.  At,  the  present  time  the 
test  appears  to  be  how  far  the  particular  expense  is 
resultant  in  profit  connected  with  buying  and  selling, 
or  the  similar  ultimate  objects  of  trading,  whereas 
it  is  suggested  the  true  test  should  be  whether  the 
amount  is  spent  in  any  operation  belonging  to  the 
carrying  on  of  the  business  or  the  increase  of  its 
efficiency.  The  expense  would  only  be  allowed  in  so 
far  as  no  specific  capital  value  remained.  Amongst 
matters  which  it  is  thought  should  be  allowed  as  a 
deduction  for  Income  Tax  purposes,  the  following 
illustrate  the  principle  advocated  by  the  Federa- 
tion : — 

(а)  subscriptions  to  trade  organisations,  irre- 

spective of  the  trade  associations’  obliga- 
tion to  the  tax ; 

(б)  research  work  is  well  known  to  be  of  the 

utmost  importance,  and  in  the  event  of  a 
manufacturer  conducting  such  work  as  a 
part  of  his  own  organisation,  the  expense 
is  permitted  for  Income  Tax  purposes.  On 
the  other  hand,  if  he  contributes,  in  com- 
pany with  other  manufacturers,  for  pur- 
poses of  joint  research,  such  expenditure  is 
not  permitted  unless  it  is  a subscription 
to  a Government  Research  Association. 


This  case  has  forcibly  arisen  recently  in 
connection  with  the  Research  Department 
of*  the  Sheffield  U niversity ; 

(c)  sums  spent  in  legal  expenses  in  connection 

with  the  trading  of  a concern,  where  no 
specific  capital  value  results  from  the 
expenditure ; 

(d)  removal  expenses,  whether  incurred  compul- 

sorily or  otherwise; 

(e)  the  Commissioners  are,  of  course,  aware  of  the 

case  of  Strong  & Co.,  Ltd.  v.  Woodifield, 
where  it  was  decided  that  the  brewery 
company  were  not  at  liberty  to  deduct 
for  Income  Tax  purposes,  damages  to  an' 
inmate  of  one  of  their  inns.  It  is  felt 
that  an  expenditure  of  this  nature,  which 
must  have  been  in  reference  to  the  trading 
of  the  concern,  should  properly  be  allowed^ 
and  that  tfie  decision  should  be  over-ridden 
by  statute. 

Quasi  capital  expenditure.  ‘ 

16,081.  (7)  A further  question  on  somewhat  different 
lines  arises  with  regard  to  what  is  normally  capital 
expenditure.  Capital  expenditure  should  of  course 
only  be  incurred  where  there  is  a reasonable  expecta- 
tion of  a proper  return  being  obtained  by  the  manu- 
facturers making  the  expenditure,  but  at  certain 
times  cases  may  arise  where,  for  other  reasons,  such 
expenditure  may,  in  the  interests  of  the  State,  be 
desirable,  although  from  an  economic  point  of  view 
it  could  not  be  justified.  The  extreme  case  which  is 
in  the  minds  of  all  persons  at  the  present  time  is  the 
housing  problem.  As  is  well  known,  under  the 
existing  housing  schemes,  the  expenditure  by  a local 
authority  promoting  the  scheme,  is  limited  to  a penny 
rate,  and  the  difference  between  the  economic  value 
of  the  houses  erected  and  the  interest  and  sinking 
fund  upon  the  amount  expended  over  and  above  that 
penny  rate  is  borne  by  the  Government,  and  there- 
fore by  the  general  body  of  taxpayers.  It  is  believed 
that  if  a firm  were  allowed  for  taxation  purposes  to 
write  off  out  of  its  profits  the  difference  between  the 
actual  cost  of  working-class  houses  and  the  economic 
value  based  on  the  rental  which  could  be  obtained 
for  the  houses  when  erected,  a number  of  manu- 
facturers would  be  prepared  to  erect  houses  and  thus 
satisfy  the  need  which  must  otherwise  be  met  by  a 
housing  scheme  of  the  local  authority. 

Agent  for  foreign  trader. 

16,082  (8)  At  the  present  time  there  is  no  power 
given  to  the  Surveyor  of  Taxes  to  enquire  whether  a 
British  resident  is  acting  as  agent  for  a foreign 
trader,  and  it  is  only  by  accident  that  the  Surveyor 
becomes  aware  of  the  position.  It  is  suggested  that 
the  powers  of  the  Surveyor  should  bo  increased  so  that 
he  may  require  any  resident  to  state  whether  he  acts 
as  agent  for  a foreign  concern,  and  if  so,  to  give 
particulars. 

Information  to  taxpayers. 

16.083.  (9)  It  has  been  a matter  of  comment  in 
a number  of  quarters  that  full  information  as  to 
concessions  to  which  the  taxpayer  is  entitled  is  not 
brought  to  his  knowledge,  and  that  therefore  assess- 
ments are  frequently  wrongly  based.  It  is  difficult 
to  see  exactly  how  this  can  be  prevented,  but  the 
sugges^’on  is  made  that  it  should  be  the  duty  of  the 
Surveyor  to  call  the  taxpayer’s  attention  to  the  fact 
of  his  being  entitled  to  a concession  in  all  cases  where 
it  is  apparent  that  such  concession  has  not  been 
claimed,  and  it  is  felt  that  if  this  were  regularly 
pressed  upon  Surveyors,  the  practice  would  be  im- 
proved. 

Double  Income  Tax. 

16.084.  (10)  A matter  which  appears  to  be  very 
material  to  manufacturers,  and  it  is  suggested  to 
all  classes,  is  that  of  Double  Income  Tax,  and  this 
would  seem  equally  important  both  as  regards  the 
CVown  Colonies,  Dependencies,  and  self-governing 
Dominions,  and  foreign  countries.  The  view  of  the 
Federation  is  that  the  matter  ought  to  be  regarded 
from  a much  wider  aspect  than  that  of  a mere  col- 
lection of  taxation,  and  that  the  general  economic 
situation,  and  the  loss  to  this  country  owing  to  the 
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high  rate  of  taxation  aggravated  by  foreign  taxation, 
should  be  recognized  as  points  to  be  dealt  with  on 
very  broad  lines.  In  considering  the  matter  it  is  im- 
portant to  take  into  account  the  financial  position 
of  this  country  in  relation  to  other  countries,  as 
having  been  for  so  long  the  financial  centre  of  the 
world,  and  the  risk  that  may  be  involved,  owing  to 
higher  taxation,  of  this  financial  centre  shifting  else- 
where. It  is  also  clearly  desirable  that  for  the  bene- 
fit of  British  enterprise  as  much  foreign  capital  as 
possible  should  be  attracted  from  the  foreign  investor 
into  British  concerns,  and  the  Federation  wishes  to 
impress,  therefore,  the  view  that  although  from  a 
purely  Income  Tax  question  the  concessions  suggested 
may  be  expensive,  yet  from  the  broader  standpoint 
such  concessions  will  not  only  be  justified,  but  are 
extraordinarily  desirable.  In  making  these  sugges- 
tions the  point  should,  of  course,  not  be  lost  sight  of 
that  they  may  be  only  temporarily  necessary,  having 
regard  to  the  fact  that  the  Government  might  be  able 
to  make  a bargain  with  the  self-governing  Dominions 
through  the  Imperial  Conference,  and  with  foreign 
countries  either  through  the  League  of  Nations  or 
through  diplomatic  channels,  whereby  some  relief 
might  be  given  from  the  colonial  and  foreign  taxation 
which  would,  of  course,  automatically  benefit  the 
British  Exchequer.  It  is  not  suggested  that  any 
distinction  should  be  made  between  the  Overseas 
Dominions  and  foreign  countries  in  the  concessions 
to  be  granted.  The  three  propositions,  on  broad 
lines  are  as  follows:  — 

(1)  In  the  case  of 

(a)  capital  invested  abroad  in  a concern 
controlled  in  the  United  Kingdom ; 

( b ) trade  activities  abroad  of  British 
residents. 

that  the  British  Income  Tax  be  reduced  by  the  amount 
of  the  tax  paid  in  the  foreign  country. 

(2)  In  the  case  of  colonial  and  foreign  capital 

invested  in  a concern  controlled  in  the 
United  Kingdom 

that  the  British  Income  Tax  deducted  at  the  source 
be  returned  to  the  extent  of  the  tax  paid  in  the 
Colony  or  foreign  country. 

(3)  In  the  case  of 

(а)  colonial  and  foreign  capital  invested 
in  a concern  not  controlled  in  the 
United  Kingdom; 

(б)  colonial  or  foreign  trade  activities 
in  this  country, 

that  no  remission  of  British  Income  Tax  be  granted. 

Super-tax  on  bonus  shares. 

16.085.  (11)  A question  which  has  been  very  largely 
discussed  recently,  and  is  at  the  moment  sub  judice, 
is  the  question  of  shares  issued  as  fully  paid  to  share- 
holders in  a company  out  of  reserves  (such  reserves 
being  capitalised  in  the  company’s  hands),  and  dis- 
tributed to  the  individual  shareholders.  Following 
the  decision  in  Bouch  v.  Sproule  as  between  a 
tenant  for  life  and  a remainder-man,  such  shares  have 
been  regarded  as  capital,  but  the  Inland  Revenue  has 
claimed  that  Super-tax  is  payable  by  shareholders 
on  the  distribution  of  such  shares.  It  is  the  view 
of  the  Federation  that  such  a course  is  not  strictly 
correct,  having  regard  to  the  fact  that  the  intrinsic 
value  of  the  entire  share  capital  is  unaffected  by  such 
distribution,  the  proportionate  part  of  each  share- 
holder being  exactly  the  same  in  the  re-arranged 
capital  as  it  was  in  the  first  instance.  To  make  such 
shares  subject  to  Super-tax  would  therefore  in  effect 
be  a tax  upon  capital. 

[This  concludes  the  evidence-in-chief  of  Mr.  Cash.'] 

16.086.  Chairman:  Mr.  Muspratt,  we  have  the 
paper  that  you  have  put  before  us.  I think  we  will 
take  the  papers  separately.  You  are  first,  then  Mr. 
Cash  comes  on  later,  does  he  not? — (Mr.  Muspratt): 
That  is  so. 

16.087.  Mr.  Cash,  did  you  not  come  before  us  in 
another  matter? — (Mr.  Cash)  : No,  my  Lord,  that  was 
my  brother,  Mr.  William  Cash. 

16.088.  Wo  have  had  a good  deal  of  evidence  with 
regard  to  depreciation  and  wasting  assets,  and  it  is 
very  interesting  to  hear  what  you  have  to  say  about 
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it.  You  will  now  be  examined  by  the  Commissioners? 
— (Mr.  Muspratt)  : Might  I put  in  a paper  that  I 
have  prepared  with  regard  to  wasting  assets?  This  is 
a statement  which  I think  will  interest  the  Com- 
missioners. It  is  a specific  instance. 

16.089.  Is  it  prepared  by  the  Federation  of  British 
Industries? — No,  by  the  United  Alkali  Company.  It 
is  a specific  instance,  showing  wasting  assets.  [Nee 
Appendix  No.  25.] 

16.090.  Mr.  Pretyman:  We  have  had  a great  deal  of 
evidence  before  us  about  wasting  assets  and  deprecia- 
tion; the  subject  is  not  at  all  new  to  us.  Of  course, 
it  is  a very  difficult  one,  and  naturally,  I suppose,  you 
realize  that  it  becomes  more  burdensome  with  the 
increased  rate  of  the  tax? — Very  much  so. 

16.091.  Is  it  not  possible  to  regard  it  as  to  some 
extent  part  of  the  rate  of  the  tax?  It  covers  such 
an  enormous  area.  Would  you  not  say  that  the 
question  of  depreciation  really  covers  almost  the  whole 
area  of  the  Income  Tax?  What  particular  taxed 
property  would  you  say  is  entirely  free  from  the 
element  of  depreciation? — Of  merchants? 

16.092.  No — even  a professional  salary  or  anything. 
Would  you  say  anything  was  free  from  the  element 
of  depreciation? — I would  not  say  absolutely  free, 
though  very  much  freer  than  industry.  Industry  is 
the  particular  one  that  is  hit  hardest. 

16.093.  Would  you  not  say  that  the  human  machine 
wears  out?  And  yet  the  professional  man  is  taxed 
on  his  whole  income  without  any  allowance  at  all  for 
depreciation,  knowing  that  he  will  have  perhaps  20 
years  of  effective  life,  subject  to  temporary  stoppages 
for  repairs,  like  a machine?  Would  you  not  admit 
that  the  element  of  depreciation  there  is  a large  one? 
— That  is  an  interesting  point;  but  exactly  the  same 
would  apply  to  the  people  who  are  drawing  salaries 
from  industry. 

16.094.  Certainly? — I think  it  is  driving  a 
theoretical  analogy  to  an  absolutely  impossible 
extreme.  The  salaries  would  vanish  if  the  industry 
vanished. 

16.095.  You  must  remember  the  object  of  my 
question.  The  purport  of  my  question  merely  was, 
does  not  this  element  really  enter  into  the  whole 
area  of  the  tax?— If  you  take  the  wasting  of  the 
human  machine,  yes.  That  is  an  excellent  theoretical 
point,  but  I think  it  is  driving  the  thing  a great  deal 
too  far. 

16.096.  I believe  if  you  will  think  it  over  you  will 
hardly  say  it  is  entirely  theoretical.  It  may  not  be 
put  forward  under  the  term  “depreciation”;  1 do 
not  think  it  is,  but  is  there  not  a grievance  felt  by 
the  professional  man  or  by  the  business  man  whose 
business  depends  entirely  upon  his  own  vitality,  that 
he  should  pay  the  same  tax,  except  on  a very  low 
standard  of  income,  as  the  man  who  is  drawing  a 
similar  income  from  investments  which  do  not  perish 
with  his  own  personal  capacity? — But  he  does  not  pay 
the  same  tax  unless  his  income  is  over  £2,000  a year. 

16.097.  When  we  are  dealing  with  large  businesses 
such  as  you  are  dealing  with  here  I do  not  think  it 
is  an  unfair  comparison.  When  you  are  asking  for 
depreciation  to  be  dealt  with  in  such  a business,  for 
instance,  as  your  United  Alkali  Company,  I do  not 
think  it  is  unfair  to  compare  you  with  professional 
and  business  men  with  incomes  of  over  £2,000  a year? 
— I am  not  comparing  business  men  and  professional 
men ; I am  talking  of  business  as  such  upon  which 
both  the  business  man  and  the  professional  man  have 
to  subsist.  If  we  had  no  industry  there  would  not 
be  much  for  the  professional  man. 

16.098.  In  the  case  of  incomes  below  £2,000  a year 
an  allowance  is  made  for  depreciation,  in  the  form  of 
a lower  rate  of  tax  upon  earned  income  which  may  be 
regarded  in  another  sense  as  a depreciation  allowance  ? 
— Yes. 

16.099.  Above  £2,000  there  is  no  allowance  at  all? — 
No. 

16.100.  In  the  case  of  businesses  there  is  an  allow- 
ance also  made  for  depreciation,  is  there  not,  which 
covers  the  whole  ground;  I mean  for  machinery? — 
The  allowance  upon  the  human  being  for  depreciation 
is  half  his  income.  I think  that  is  correct,  under 
£2.000  a year  the  individual  only  pays  on  half  the 
income. 

16.101.  Oh,  no.— Then  I have  not  followed  the 
figures. 
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16.102.  Nothing  iu  tlie  least  approaching  to  it.  His 
rate  is  only  9d.  in  the  £ lower  than  the  rate  on  un- 
earned income ? — On  the  £2,000  a year  man? 

16.103.  Yes.  At  the  lowest  stage  it  is  2s.  3d.  as 
against  3s.,  that  is  a dilterence  of  9d.  And  above 
£^,000  and  up  to  £2,600  it  is  6s.  3d.  as  against  6s., 
again  a difference  of  9d.  That  is  comparatively 
small? — The  manufacturer,  for  absolutely  proved  de- 
preciation, gets  nothing  like  that  in  most  cases. 

16.104.  Take  one  item  that  you  mention  here,  depre- 
ciation on  his  buildings.  W hat  do  you  suggest  there 
under  Schedule  A upon  his  buildings?  What  remedy 
do  you  suggest?  You  say  that  the  allowance  of  one- 
sixth  is  too  little? — Certainly — one-sixth  of  the 
annual  value. 

16.105.  What  do  you  suggest? — It  will  vary  very 
much  according  to  the  industry,  but  it  ought  to  follow 
the  conditions  of  the  industry.  For  instance,  take 
my  own  industry,  the  chemical  industry.  We  are 
allowed  depreciation  upon  the  plant ; but  the  building 
has  no  longer  life  than  the  plant — including  the  foun- 
dations. We  expect  that  we  shall  get  something 
between  10  and  15  per  cent,  depreciation  upon  chemi- 
cal plant;  certain  firms  get  it  already;  and  it  ought 
to  be  something  approximating  to  that  on  the  build- 
ing -in  which  that  plant  is  contained. 

16.106.  Are  you  aware  of  the  relief  that  has  already 
been  given — arising  out  of  section  69  of  the  Act  of 
1909-10,  and  carried  on  and  extended  by  the  Act  of 
this  year — to  agricultural  buildings  of  all  kinds  and 
also  all  houses  up  to  the  value  of  £70  a year  in  Lon- 
don and  £52  a year  in  other  places.  Are  you  aware 
of  that? — But  it  is  only  the  one-sixth  of  the  annual 
value. 

16.107.  No,  it  is  the  total,  expenditure.  What  I 
want  to  call  your  attention  to  is  that  there  are  two 
possible  lines.  Your  reply  rather  indicates  that  your 
mind  is  running  on  the  line  of  an  attempt  to  have  a 
schedule  of  a fixed  depreciation,  varying  with  every 
industry;  that  one  industry  would  be  regarded  as 
entitled  to  a 5 per  cent,  depreciation,  another  to  10 
per  cent.,  another  to  15  per  cent.,  another  to  20  per 
cent.,  and  so  on? — Yes. 

16.108.  That  is  one  line? — Yes. 

16.109.  Do  you  not  think  that  would  be  extra- 
ordinarily difficult  and  would  give  fise  to  a good  deal 
of  feeling  and  difficulty  and  examination  and  trouble, 
and  that  there  is  another  line  which  is  already  being 
adopted;  you  do  not  seem  to  be  aware  of  it? — I am 
afraid  I do  not  know  it. 

16.110.  Which  has  been  adopted  by  Parliament 
ever  since  1910 ; which  started  in.  1910  with  agricul- 
tural property  and  which  has  been  gradually  extended 
as  it  is  found  to  work  properly,  and  which  takes  a 
totally  different  line;  which  says  that  the  fixed  allow- 
ance will  be  one-sixth,  but  where  it  may  be  shown  that 
more  than  the  one-sixth  has  been  actually  spent 
properly  upon  repairs  and  maintenance  the  full 
amount  that  has  been  actually  spent  shall  be  allowed. 
Is  that  a line  which  will  satisfy  you? — I see  a great 
difficulty  immediately.  I am  contemplating  a plant 
which  has  a life  of  ten  years  and  the  building  has  not 
a longer  life  than  ten  years.  I cannot  imagine  under 
your  formula  that  anything  approaching  a satisfac- 
tory allowance  could  be  obtained. 

16.111.  Mr.  Kerin : Pardon  me  one  moment.  You 
mean  that  under  Rule  8 of  No.  V.  of  Schedule  A the 
allowance  is  the  actual  cost  of  repairs.  I rather  think 
you  are  talking  about  depreciation  and  treating  it 
as  the  same  as  repairs. 

16.112.  Mr.  Pretyman : It  goes  further  than  repairs, 
I think.  It  is  any  expense  for  maintenance  and  re- 
newal, including  new  work  which  is  necessary  to  main- 
tain the  existing  rent? — That  does  not  help  us  when 
at  the  end  of,  say,  ten  or  fifteen  years  we  have  a 
plant  which  is  valueless  and  upon  which  we  have  had 
no  depreciation.  The  fact  that  we  have  been  allowed 
to  patch  it  to  keep  it  going  over  the  ten  or  fifteen 
years  does  not  help  us  at  all.  At  the  end  of  ten  or 
fifteen  years  that  plant  has  gone. 

16.113.  Mr.  Kerly.  It  is  really  obsolescence? — De- 
preciation leading  up  to  obsolescence. 

16.114.  Mr.  Pretyman:  At  the  same  time  if  the  re- 
placement of  the  plant  was  an  alloAvance,  that  would 
meet  your  case — replacement  of  the  building  and  the 
plant?— If  the  replacement  of  the  building  were  a 
charge  that  would  quite  meet  my  case. 


16.115.  Supposing  an  agricultural  owner  rebuilds  a 
tumble-down  pair  of  cottages  which  have  fallen  com- 
pletely out  of  repair,  the  whole  cost  of  the  completely 
new  pair  of  cottages  is  a deduction  which  is  allowed? 
— With  all  respect,  for  industrial  purposes  1 am  per- 
fectly certain  that  that  is  not  understood  nor  ever 
has  been  applied. 

16.116.  No,  it  does  not  apply;  it  is  only  applied 
a certain  way  up.  As  I have  told  you,  it  is  applied  to 
all  agricultural  property ; but,  of  course,  in  ordinary 
house  property  the  rebuilding  of  a house  would  not 
come  into  it.  That  is  applied  to  agricultural  pro- 
perty— anything  which  does  not  add  to  the  rent?— Is 
the  question  whether,  if  a similar  principle  were 
applied  to  industry,  that  would  satisfy  us?  Is  that 
the  question? 

16.117.  Yes? — I think  it  would. 

16.118.  Mr.  McLintock:  Industry  gets  all  these 
allowances  to-day.  This  new  Act  has  not  made  any 
difference  to  them.  The  firms  who  occupy  their  own 
premises  have  always  had  the  full  allowance  which 
this  recent  provision  in  the  Act  gives  to  property  up 
to  a rental  of  £70  in  London.  They  have  always  hail 
that. 

16.119.  Mr.  Kerly : Including  the  cost  of  feplace- 
nient? 

16.120.  Mr.  McLintock : No,  but  the  cost  of  replace- 
ment is  not  given  in  respect  of  any  property  except 
farm  buildings. 

16.121.  Mr.  Kerly:  It  is  rule  8 (2J  of  No.  V.  of 
Schedule  A.  You  are  quite  right.  It  is  this:  In 
the  case  of  farms  the  owner  is  allowed,  if  he  pleases, 
the  actual  cost  of  maintenance,  repairs,  insurance  and 
management,  according  to  the  average  of  the  pre- 
ceding five  years;  and  “ maintenance  ’ includes  “ the 
replacement  of  farmhouses,  farm  buildings,  cottages, 
fences  and  other  works  where  the  replacement  is 
necessary  to  maintain  the  existing  rent.” 

16.122.  Mr.  Pretyman:  My  question  to  you  was, 
when  you  know  that  line  of  legislation  which  is 
actually  in  force  now,  do  you  or  do  you  not  think  that 
that  line  of  relief  is  preferable  to  the  line  of  giving 
a different  percentage  to  different  industries?  Which 
do  you  prefer? — The  only  difficulty  I see  is  that  the 
whole  of  the  charge  for,  say,  10  to  15  years,  instead 
of  being  spread  over  the  10  or  15  years,  would’  come  in 
one  year,  when  you  rebuilt. 

16.123.  There  is  a five  years’  average? — Yes,  but 
when  you  rebuilt. 

16.124.  Yes,  but  there  is  a five  years’  average.  The 
other  years’  expenditure  on  rebuilding  would  be 
spread  over  five  years’  average? — Yes,  I quite  realize 
that;  but,  say  I have  a building  worth  £100,000  which 
lasts  15  years,  I am  afraid  I should  rather  frighten 
the  Inland  Revenue  Department  if  I come  in  with  a 
claim  for  £100,000  when  I have  to  rebuild  that  build- 
ing. 

16.125.  I quite  agree,  but  still  if  that  were  the  law, 
if  it  is  a just  claim,  it  seems  to  me  that  it  is  worth 
consideration  whether  you  are  not  on  stronger  ground 
in  claiming  an  exact  figure  of  expenditure  rather  than 
an  allowance  that  you  find  very  difficult  to  justify, 
and  which  would  vary  really  in  each  individual  case? 
— But  I still  do  not  see  how  I could  get  an  average  of 
what  that  building  cost  to  rebuild  until  I rebuilt  it. 
The  case  would  not  be  met,  surely.  I have  £100,000 
of  plant  and  building  which  is  working  for  15  years, 
and  at  the  end  of  that  time  it  is  done,  and  I have  to 
rebuild  it.  I cannot  see  under  that  formula  where  I 
would  start  to  get  my  claim  in. 

16.126.  If  this  formula  were  carried  out  I take  it 
that  what  would  happen  would  be  that,  assuming  that 
during  the  15  years  you  spent  nothing  at  all  on  it 
but  simply  let  it  go,  and  then  at  the  end  of  the 
fifteenth  year  it  was  worn  out  and  you  entirely  re- 
placed it  and  it  cost  £100,000  to  replace  it,  you  would, 
I presume,  pay  the  full  value  without  deduction 
beyond  the  one-sixth  allowance  for  the  first  15  years ; 
then  you  would  say  that  in  the  sixteenth  year  you 
spent  £100,000.  The  excess  of  that  above  the  one- 
sixtli  allowance  would  be  your  claim.  That  would  be 
averaged  over  the  past  four  years — the  twelfth,  the 
thirteenth,  the  fourteenth  and  fifteenth  years,  and 
you  would  get  that  allowance  which  would  practi- 
cally be,  I suppose,  one-fifth  of  the  excess  of  the 
£100,000  over  the  one-sixth,  averaged  back  over  five 
years.  Then  the  following  year  yon  would  again 
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get  the  benefit  of  that,  and  so  on  until,  instead  of 
getting  the  whole  amount  in  one  year,  you  would  get 
ft  spread  over  five  years.  If  that  principle  were 
carried  out  that  is  exactly  what  would  happen  ? — The 
principle  might  meet  the  case,  but  still  1 think  the 
other  principle  would  be  simpler,  of  letting  the  build- 
ing follow  the  plant.  Already  you  have  got  these 
varying  rates  for  various  classes  of  plant;  it  seems 
to  me  it  would  be  much  simpler  for  the  buildings  to 
follow  the  plant  than  to  have  this  other  method. 

16.127.  But  you  are  dealing  now  with  a building 
for  a very  special  kind  of  trade,  which  in  a very  few 
years  destroys  buildings  which  in  most  trades  would 
last  for  a great  many  years.  It  is  a very  special 
case;  would  not  that  very  special  case  be  bettered 
perhaps  by  treating  it  as  plant? — I do  not  think  it 
is  such  a very  special  case  as  you  think,  with  all 
respect.  For  instance,  for  the  last  50  years  factories 
have  been  run  mainly  upon  steam,  with  isolated  boilers 
as  often  as  not.  The  whole  modern  tendency  is  to 
get  them  on  to  electricity;  and  that  must  apply  to 
almost  every  single  industry.  The  shed  that  has 
housed  the  boiler  is  entirely  unsuitable  for  a modern 
power  plant;  and  in  another  30,  40  or  50  years  the 
position  may  be  entirely  different  again. 

16.128.  It  is  obvious,  is  it  not,  that  there  is  an 
infinite  variety  of  cases? — Yes. 

.16,129.  If  you  are  to  have  a definite  legal  right, 
percentage  seems  to  offer  an  enormous  difficulty,  m 
that  it  can  only  be  an  average.  The  average  will 
mean  that  many  people  will  get  much  too  little  and 
many  people  will  get  much  too  much? — I do  not 
think  so.  1 do  not  see  that  you  are  increasing  any 
of  the  difficulties  that  you  have  at  present  with 
depreciation. 

16.130.  What  is  your  idea  of  a figure — that  every 
trade  should  have  its  own  figure? — No,  that  eacn 
building  should  be  separately  assessed  according  to 
the  circumstances  of  the  case. 

16.131.  You  mean  that  there  should  be  an  indi 
vidual  inquiry  into  every  case? — Yes. 

16.132.  How  do  you  propose  that  that  should  be 
embodied  in  law?  Does  not  that  proposal  amount  to 
making  it  a question  which  the  Commissioners  would 
have  to  decide  on  its  merits  in  each  particular  case? 
— That  is  so ; they  do  so  at  present  on  the  plant.  You 
only  want  a very  short  clause  saying  that  in  assess- 
ing for  depreciation  the  buildings  containing  the 
wasting  plant  shall  be  taken  into  account. 

16.133.  Would  you  be  prepared  to  leave  the  allow- 
ance in  each  individual  case  entirely  to  the  discretion 
of  the  Commissioners,  which  would  practically  mean 
that'  it  would  be  settled  by  the  local  Surveyor?— 
With  the  usual  rights  of  appeal,  yes. 

16.134.  Mr.  Kerly : May  I sum  it  up  that  what  you 
propose  is  that  you  should  treat  buildings  containing 
plant,  as  plant? — That  is  so. 

16.135.  Mr.  Prctymcin:  But  would  you  be  prepared 
to  accept  that  the  question  of  depreciation  and 
obsolescence  of  the  whole  of  the  buildings  and  plant 
should  be  dealt  with  by  the  Commissioners? — Cer- 
tainly, with  the  present  rights  of  appeal. 

16.136.  Without  any  fixed  fraction  at  all? — Yes. 
undoubtedly ; that  is  the  whole  of  our  claim. 

16.137.  You  would  be  satisfied  that  they  should 
deal  with  it? — Yes. 

16.138.  Mr.  Walker  Clark : The  General  Com- 

missioners or  Special  Commissioners? 

16.139.  Mr.  Fretyman : Which  Commissioners  do 
you  suggest? — The  appeal  should  proceed  just  as  at 
present. 

16.140.  An  appeal  to  the  Special  Commissioners? 
Yes,  if  necessary. 

16.141.  And  beyond  them? — And  to  the  Board  of 
Referees  too. 

16.142.  But  not  to  a court  of  law? — No;  to  the 
Board  of  Referees. 

16.143.  "Under  the  ordinary  present  procedure?- — 
Yes,  under  the  ordinary  present  procedure,  with  ony 
alterations  in  procedure  that  may  he  suggested  from 
other  quarters. 

16.144.  What  you  object  to  is  the  limit  by  law. 
You  want  absolute  discretion  under  the  present  pro- 
cedure?— We  object  to  the  whole  method  of  dealing 
with  it  by  the  assessment  basis. 


16.145.  Sir  E.  Nott-Bower : We  have  had  a great 
deal  of  evidence  on  the  subject  of  allowances  for 
wasting  assets;  I do  not  want  to  go  over  the  whom 
ground  again.  I notice  in  your  paragraphs  1U  and  n 
you  mention  the  depreciation  of  leasehold  premise* 
and  the  depreciation  of  purchased  patents? — lea. 

16.146.  With  regard  to  those,  some  of  the  witnesses 
we  have  had  before  us  hitherto  have  ruled  out  depre- 
ciation of  patents  as  a subject  matter  for  allowance, 
i do  not  know  whether  you  have  had  any  opportunity 
of  seeing  the  evidence? — 1 have  read  a good  deal  oi 
the  evidence,  but  I do  not  remember  this  particular 
point. 

16.147.  You  were  not  aware  that  patents  were  being 
deliberately  set  aside,  that  no  claim  was  put  forward 
in  respect  of  depreciation  of  patents,  by  some 
witnesses?  I do  not  want  to  bind  you  to  it  at  all? — 
Do  you  mean  they  are  at  present  allowed  ? 

16.148.  No;  not  only  are  they  not  allowed,  but  I 
mean  that  our  Commission  here  were  not  asked  to 
extend  any  allowance  to  depreciation  of  patents.  You 
were  not  aware  of  it? — Certainly  I do  not  think  any- 
one was  authorized  by  manufacturers  as  a body  to 
make  that  statement. 

16.149.  Mr.  Kerly:  Some  of  the  witnesses  asked  for 
it,  and  other  witnesses  who  asked  for  some  of  the 
reliefs  that  you  want  said  they  did  not  think  it  was 
just  in  regard  to  patents.  That  is  the  position? — 1 
do  not  agree  with  them. 

16‘,150.  Sir  E.  Nott-Bower:  Have  you  considered 
that  when  a manufacturer  purchases  a patent  and 
pays  a lump  sum  down,  that  sum  really  is  a profit  to 
the  patentee;  he  is  buying  the  future  income  of  the 
patentee? — Yes. 

16.151.  If,  instead  of  buying  the  future  income  of 
the  patentee,  he  paid  the  patentee  royalties,  so  much 
per  ton  or  so  much  per  article  turned  out,  the 
patentee  would  receive  his  profits  from  the  patent  in 
an  annual  form  and  he  would  be  taxed  upon  them? — 
Yes. 

16.152.  What  would  be  done  in  that  case  would  be 
that  the  manufacturer  would  pay  tax  on  the  whole 
profit  arising  from  the  patent  and  when  he  paid  the 
annual  royalty  to  the  patentee  he  would  deduct  the 
patentee’s  portion? — Yes. 

16.153.  Then  the  manufacturer  has  no  grievance 
and  I think  the  patentee  has  no  grievance;  he  has  got 
a profit  and  an  annual  profit  and  he  has  paid  on  it. 
But  your  suggestion  here  is  that  if  the  manufacturer 
buys  the  patentee  right  out  for  a lump  sum  down,  the 
Exchequer  should  lose  the  tax  on  the  patentee’s 
share  of  the  profit  altogether.  Is  not  that  so? — No. 
In  the  first  place,  might  I suggest  that  that  is  a ques- 
tion between  the  patentee  and  the  Inland  Revenue 
Department.  But  I would  point  out  this.  The  manu- 
facturer has  parted  with  a certain  amount  of  his 
capital  to  the  inventor.  That  capital  is  not  destroyed. 
The  inventor  invests  that  and  the  income  upon  that 
capital  is  taxable  for  all  time. 

16.154.  That  is  so? — So  the  Revenue  would  get  the 
full  amount  that  it  is  entitled  to.  At  present  it  really 
gets  it  twice  over. 

16.155.  You  say  he  invests  it.  He  may  or  may 
not  invest  it.  If  he  does  invest  it,  certainly  the 
income  on  what  the  patentee  saves  would  be  taxed. 
He  may  not  invest  it  at  all,  but  whether  he  invests 
it  or  whether  he  does  not,  supposing  the  purchase 
pried  is  £20,000,  the  £20,000  lias  never  paid  Income 
Tax,  and  it  really  is  practically  an  accumulation  out 
of  profits? — I do  not  see  why  income  Tax  should  not 
be  charged  upon  that.  That  is,  as  between  the 
inventor  and  the  Revenue.  But  I am  pointing  out 
that  as  far  as  the  manufacturer  is  concerned,  his 
capital  has  been  transferred  to  the  inventor,  and 
he  has  to  make  good  that  capital  if  he  is  not  going 
to  be  in  a difficult  position  at  the  end  of  the  period 
of  the  patent. 

16.156.  Are  you  sure  that  the  patentee  is  not  taxed 
under  the  present  system  indirectly?  What  I mean 
is  this.  "When  the  manufacturer  buys  a patent  he 
knows  that  he  has  to  pay  Income  Tax  at  6s.  in  the 
6 on  all  his  profits.  Is  not  that  an  element  when 
the  £20,000  is  fixed  as  the  price  of  the  patent?— I 
have  had  a good  number  of  bargains  with  inventors 
and  have  known  of  far  more,  and  I have  never  heard 
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me  question  of  Income  Tax  raised  in  these  bargains 
An  inventor  uses  tor  tlUO,OUO  to  start  with  and 
perhaps  hnalij  accepts  £o,000.  Tne  question  ot  In- 
come  lax  never  conies  up. 

16,157.  i do  not  suppose  it  would  come  up  overtly ? 
—mat  type  of  bargaining  is  never  worked  to  tne 
ciose  point  of  Us.  in  tiie  ±,  upon  a possible  writing- 
on’  or  capital  value. 


lU,los.  Your  view,  I suppose,  is  rather  this:  that 
tne  Crown  ought  to  have  Income  Tax  on  the 
patentee’s  proht,  tney  ought  to  deal  witn  tne 
patentee f les,  they  ought  to  get  it  from  the  in- 
ventor. 


IU, 159.  You  have  considered  it? — Yes,  undoubtedly. 

16.160.  1 merely  want  to  get  your  views,  because 
this  is  a very  difhcuit  question  tnat  we  have  to  con- 
sider?—Yes.  If  tney  are  not  satisfied  with  the  In- 
come lax  upon  the  mcome  from  the  capital,  if  they 
are  afraid  the  capital  will  be  destroyed,  they  might 
charge  Income  lax  at  once.  1 do  not  know  whetner 
a would  be  possible  to  charge  that  capital  sum  to 
Income  lax  and  then  again  cnarge  Income  Tax  upon 
tne  revenue  from  the  capital.  That  is  a question 
oetween  the  inventor  and  the  Revenue. 

15.161.  Rut  all  capital,  broadly  speaking,  has  been 
saved  out  of  income,  but  that  income  has  been  taxed? 
— 1'es,  that  is  right. 

16.162.  I think  I will  leave  the  question  of  patents 
there.  I would  just  like  to  ask  you  a question  with 
regard  to  depreciation  of  leaseholds? — Do  you  mind 
asking  Mr.  Jiiggart  that ; he  is  more  experienced 
in  that  than  1 am. 

16.163.  A claim  was  put  forward  in  regard  to 
depreciation  of  purchased  leaseholds.  Have  you  con- 
sidered^  the  evidence  and  Report  of  the  Committee 
of  1905  in  that  matter? — (Mr.  Big g curt)  : Yes. 

16.164.  They  came  down  very  heavily,  I think, 
against  the  propriety  of  any  allowance  in  respect  of 
depreciation  of  leaseholds? — They  did  report  to  that 
effect. 

16.165.  But  you  are  still  unconvinced? — Yes. 

16.166.  Supposing  a private  individual,  not  a 
trader,  buys  a leasehold  property,  he  may  live  in 
it  or  he  may  let  it,  but  not  as  part  of  a business; 
the  value  of  his  property  is  depreciating  every  year; 
would  you  grant  him  any  allowance  or  is  your  appli- 
cation confined  simply  to  houses  used  for  the  pur- 
poses of  trade? — We  are  appearing  on  behalf  of 
those  who  are  putting  these  leasehold  premises  to 
trade  purposes. 

16.167.  In  principle,  do  you  think  that  oould  be 
allowed  without  allowing  the  depreciation  of  a lease- 
hold property  purchased  by  a private  individual? — 
It  depends  on  the  circumstances  under  which  the 
private  individual  is  owning  the  premises.  We  are 
putting  forward  a purchase  by  a manufacturer  who 
devotes  the  premises  to  trading  purposes,  and  are 
asking  that  the  additional  sum  that  has  been  paid 
to  get  possession  of  the  property,  or  the  expenditure 
that  has  been  made  upon  the  property  to  adapt  it 
to  the  trading  purposes,  should  be  allowed  by  way 
of  deduction  during  the  time  of  the  lease. 

16.168.  If  that  were  admitted,  you  would  probably 
have  a claim  from  a private  individual  who  had 
bought  a house,  who  would  say:  “my  property  is 
going  down  every  year ; you  must  allow  me  something 
for  that.”  What  are  we  to  say  to  him? — He  is  not 
increasing  the  return  from  that  property  in  any  way. 

16.169.  Mr.  Kerly : He  may  or  may  not  be.  Is 
that  your  distinction — that  the  trader  dobs  it  with 
a view  of  making  a property  more  valuable,  but  the 
private  owner  doe6  not? — Keeping  in  view  that  the 
trader  is  acquiring  this  property  and  requiring  it 
for  the  purpose  of  earning  profits. 

16.170.  That  is  a perfectly  clear  answer.  You  say 
that  there  should  be  allowances  in  favour  of  traders 
because  they  are  traders.  That  is  what  it  comes  to, 
is  it  not? — I would  rather  put  it  that  in  producing 
the  profits  it  is  one  of  the  expenditures  that  have 
been  incurred  to  obtain  those  profits  and  should 
therefore  be  allowed.  The  other  is  personal  enjoy- 
ment. 

16.171.  Mr.  Kerly:  I appreciate  that  distinction. 

16.172.  Mr.  Pretyman : Would  not  an  allowance 
of  that  kind,  if  it  were  statutory,  be  reflected  in 
the  price?  Supposing  a trader  was  going  to  buy 
premises,  and  knows  that  they  are  leasehold  premises 


and  knows  that  he  will  have  to  spend  a certain  amount 
of  money  on  them;  he  is  prepared  to  pay  a certain 
figure  and  he  takes  Income  Tax  into  account  in 
that,  and  if  there  are  statutory  allowances  which 
would  cheapen  it  to  him,  would  not  he  and  his  com- 
petitors be  willing  to  pay  so  much  more,  and  would 
it  not  simply  enter  into  the  price? — He  has  to  bear 
much  the  larger  proportion  and  that  is  always  a 
safeguard  from  anything  that  is  too  extreme.  The 
greatest  safeguard  of  all  is  that  in  acquiring  some 
physical  subject  for  the  production  of  a manufacture 
he  has  to  keep  in  view  the  production  of  that  manu- 
facture at  the  lowest  possible  cost  price,  and  he  has 
always  competition  outside  to  face. 

16.173.  Sir  E.  N ott-Bower : If  a manufacturer  buys 
the  leasehold  interest  in  a house  or  in  a building,  of 
course  the  value  of  his  interest  in  a building  is 
declining  year  by  year ; but  the  value  of  the  interest 
of  the  reversioner  is  increasing  year  by  year,  as 
his  reversion  draws  near  to  falling  in.  If  an  allow- 
ance is  to  be  made  to  the  man  who  has  bought  the 
leasehold  interest,  ought  not  an  assessment  to  be 
made  on  the  reversioner  because  his  capital  is  in- 
creasing? That  may  be  a new  source  of  revenue  that 
you  are  suggesting,  but  I have  not  followed  it  out  in 
that  direction. 

16.174.  If  that  be  so,  is  not  the  course  at  present 
pursued  far  simpler,  namely,  to  charge  the  full 
annual  value  of  the  property,  not  to  divide  it  between 
the  reversioner  and  the  leaseholder  at  all,  but  to 
charge  the  whole  value  of  the  property  in  the  hands 
of  the  man  who  has  got  the  enjoyment  of  the  pro- 
perty ? — I do  not  quite  follow  the  point  you  are 
making.  Would  you  kindly  repeat  it? 

16.175.  You  have  a building  which  is  worth,  let  us 
say,  £1,000  a year,  with  a capital  value  of  £20,000, 
over  and  above  the  ground  rent.  A man  purchases 
the  leasehold  interest  over  20  years  for  £20,000. 
Every  year  the  value  of  his  interest  grows  less  and 
less  until  it  finally  reaches  nil,  and  you  want  an 
allowance  for  that  diminution  in  value.  But  equally 
the  reversion  of  the  man  who  sold  the  property  is 
growing  more  valuable  year  by  year,  and  if  one  man 
suffers  a diminution  the  other  has  an  increase? — I 
do  not  quite  follow  that  point. 

16.176.  Mr.  Kerly  : I do  not  think  you  two  gentle- 
men are  really  understanding  each  other.  Is  the 
proposition  that  you  are  dealing  with,  Sir  Edmund, 
where  a man  has  paid  a fine,  paying  a constant  rent 
during  the  currency  of  the  lease,  or  are  you  dealing 
with  the  case  where  he  pays  no  fine  but  is  paying  the 
full  rack  rent  value  throughout  the  lease?  Because 
it  seems  to  me  you  seem  to  be  talking  about  different 
things? — I am  afraid  there  is  some  misunderstanding 
between  us. 

16.177.  What  is  it  that  you  are  asking  an  allow- 
ance for  in  the  case  of  a lease? — The  outlay  that  we 
have  incurred  in  acquiring  the  subjects  and  the 
expenditure  of  adapting  them  Lo  the  trading 
purposes. 

16.178.  Then  you  are  asking  for  the  price  that  you 
paid  for  the  leasehold,  in  the  first  instance,  and, 
secondly,  any  expenditure  you  have  made  over  the 
property  which  you  will  lose  at  the  end? — That  is  so, 
as  manufacturers. 

16.179.  It  has  nothing  to  do  with  the  current  rent? 

— Nothing. 

16.180.  Very  well;  now  that  is  the  problem.  Why 
should  a business  man,  because  he  is  going  to  use 
a property  for  the  purposes  of  trade,  be  allowed 
to  get  some  allowance  to  amortise  his  initial  expendi- 
ture in  acquiring  the  leasehold,  whereas  if  a man 
purchases  a house  for  his  own  occupation  or  has  an 
investment  to  let  at  a rent  he  is  not  to  have  any 
such  allowance? — It  is  a corollary  to  the  position 
wo  put  forward  elsewhere,  that  trading  premises 
should  be  depreciated;  that  is,  in  other  words,  de- 
preciation should  be  allowed. 

16.181.  That  is  what  I put  to  you  some  time  ago — 
that  you  suggested  that  it  should  be  a special  in- 
dulgence given  to  a man  because  he  is  doing  that 
operation  for  the  purpose  of  making  profits? — Yes, 
and  without  incurring  that  expenditure  he  could 
not  make  the  profits.  The  same  principle  is  being 
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applied  to  both  classes  of  property.  I am  reminded 
by  my  colleague  that  of  course  beyond  it  all  is  tho 
fact  that  we  are  going  into  industry  with  these  pro- 
perties, thereby  increasing  the  taxable  capacity  of 
the  country. 

16.182.  Bir  E.  Nott-Bower : You  are  aware  that 
when  a building  is  used  for  the  purposes  of  trade  the 
full  annual  value  of  that  building  is  allowed  as  a 
deduction  in  assessing  the  trading  profits? — The  rent 
is. 

16.183.  The  rent,  or  the  annual  value  where  no 
rent  is  paid? — 1 presume  you  are  referring  to  the 
allowance  of  one-sixth  under  Schedule  A? 

16.184.  No,  supposing  the  building  is  assessed  at 
£1,200  less  one-sixth,  that  is  net  £1,000,  and  is  used 
solely  for  trading  purposes;  £1,000  is  allowed  as  a 
deduction  in  assessing  your  trade  profits,  is  it  not? 
— But  we  pay  tax  upon  it;  it  is  allowed,  because 
otherwise  it  would  be  double  taxation  as  far  as  that 
£1,000  is  concerned ; but  in  addition  there  has  now 
been  introduced  the  further  one-sixth  allowance,  the 
further  £200  that  you  refer  to. 

16.185.  I was  aware  of  that,  but  I was  dealing 
merely  with  the  allowance  of  the  Schedule  A assess 
ment.  Supposing  the  actual  cash  trade  profits  were 
£10,000  and  net  annual  value  of  the  building  is 
£1,000.  You  pay  duty  on  the  building  on  £1,000. 
You  pay  under  Schedule  D on  your  profits,  on 
£11,000,  that  is  £12,000  less  £1,000.  But  you  have 
your  cash  profits,  which  you  could  divide  if  you  like, 
of  £12,000? — Yes,  but  we  have  paid  the  tax  upon 
the  £1,000  which  is  being  allowed  for. 

16.186.  If  you  then  get  this  allowance  for  amortisa- 
tion of  capital  which  you  are  asking  for,  the  allow- 
ance of  £1,000  would  have  to  be  taken  off,  would  it 
not? — Not  if  we  are  paying  it  separately  for  the 
purpose  of  annual  rentals. 

16.187.  It  seems  so  to  me  now,  but  I do  not  want 
to  take  up  time  I think  you  will  find  that  it  is  so 
if  you  will  consider  it,  otherwise  you  will  be  getting, 
I think,  a double  allowance  in  respect  of  the  deprecia- 
tion of  the  leasehold  ? — I do  not  think  we  get  a 
double  allowance. 

16.188.  Mr.  Kerly : It  is  getting  a little  late  and 
we  have  other  witnesses  this  afternoon.  May  I just 
remind  the  Commission,  if  they  will  excuse  my  doing 
so,  that  this  evidence  is  only  corroboration  of 
evidence  which  we  have  had  in  great  detail  before. 
It  will  have  its  value  as  corroboration,  but  it  appears 
to  me  not  to  be  necessary  to  examine  it  so  thoroughly 
as  we  have  the  previous  evidence,  because  they  are 
only  the  same  considerations,  but  with  further  sup 
port  from  the  gentlemen  who  are  here  represented. 

16.189.  Mr.  Walker  Clark  : With  reference  to  your 
suggestion  in  paragraph  6 that  the  allowance  for 
depreciation  should  be  made  not  on  the  written-down 
value  but  on  prime  cost,  we  have  had  a great  deal 
of  evidence  before  the  Commission  in  the  exactly 
opposite  direction.  Is  there  something  special  in 
your  evidence  which  requires  this  method  rather  than 
the  existing  method? — (Mr.  Muspratt ):  No;  and  it 
is  not  particularly  applicable  to  my  business.  I think 
I am  speaking  for  all  manufacturers,  or  the  bulk  of 
the  manufacturers,  in  this.  The  two  ideas  are, 
simplicity  for  the  one  thing,  and  also  to  put  the 
burden  on  each  year. 

16.190.  But  as  a matter  of  fact  simplicity  would  be 
enormously  lost  by  this  method.  You  would  have  to 
have  an  inventory  of  every  machine  in  the  establish- 
ment, its  exact  life  and  cost  and  everything? — There 
ought  to  be  no  difficulty  about  that  at  all.  We  con- 
sulted with  chartered  accountants  as  practical  book- 
keepers and  there  is  no  difficulty  about  that  at  all. 

16.191.  And  you  still  maintain  that  that  is  the  pro- 
per method? — A desirable  method. 

16.192.  With  reference  to  your  paragraph  No.  7, 
have  you  any  figures  to  show  that  one-sixth  of  the 
annual  value  is  insufficient  for  buildings? — I have  not 
here,  but  I could  certainly  give  them.  I should  be 
very  pleased  to  show  any  Commissioner  some  of  our 
works  and  what  has  been  done  in  a certain  number  of 
years. 

16.193.  Mr.  Kerly : We  have  asked  several  witnesses 
if  they  will  be  kind  enough  to  send  us  actual  figures 
showing  the  depreciation.  We  only  want  the  figures, 


and  if  you  can  collect  such  figures  from  different  parts 
of  the  country,  in  different  industries,  we  could  collate 
them  ourselves  and  they  would  be  valuable? — Yes,  I 
will  make  a note  of  that. 

16.194.  Mr.  Walker  Clark  : Those  figures  ought  to 
be  complete,  that  is  to  say,  they  ought  not  to  be 
selected  figures ; they  ought  to  be  complete  for  a 
whole  factory  and  not  for  a specific  building  in  the 
factory? — An  average  chemical  factory  has  about  half 
a dozen  entirely  different  processes  with  entirely 
different  rates  of  wear  and  tear. 

16.195.  So  I am  aware,  but  still  the  figures  ought 
to  be  complete ; they  ought  to  mean  something.  They 
ought  not  to  be  cooked,  shall  I say? — Yes. 

16.196.  Then  with  "regard  to  paragraph  9,  ade- 
quate depreciation,’1  what  is  adequate  depreciation? 
You  are  aware,  of  course,  that  many  industries  have 
met  together  and  have  agreed  with  the  Inland 
Revenue  upon  rates  of  depreciation? — Yes. 

16.197.  Some  of  the  industries  which  are  represented 
by  your  Association  have  met  and  decided? — Yes. 

* 16,198.  Do  you  suggest  something  different  here? — 
No,  but  particularly  the  question  of  office  furniture 
and  cost  of  removals.  Office  furniture  is  a small 
point.  The  cost  of  removal  of  offices  cannot  at  present 
be  deducted  from  income. 

16.199.  That  is  not  “adequate  depreciation”; 
that  is  quite  another  matter,  is  it  not? — We  claim  we 
ought  to  have  that  right. 

16.200.  Cost  of  removals  has  nothing  to  do  with 
depreciation? — No,  except  that  you  want  to  write  it 
off  over  a term  of  years. 

16.201.  It  is  a deduction,  really? — Yes. 

16.202.  It  ought  to  be  included  in  the  deductions, 
but  it  is  not  a question  of  depreciation? — That  is  so. 

16.203.  You  are  aware  that  now,  if  your  industry, 
or  any  industry,  is  dissatisfied  with  the  depreciation 
locally  allowed,  there  is  machinei’y  available  for  get- 
ting a fixed  rate  for  the  industry? — For  office 
fixtures  ? 

16.204.  No.  I mean  for  the  whole  question  of 
depreciation? — This  line  is  only  dealing  with  some 
of  the  smaller  matters;  that  means  office  fixtures. 

16.205.  Mr.  McLintock : There  is  one  point  on  the 
question  of  depreciation.  You  know  you  have  the 
right  of  appeal  as  a trade,  or  class  of  trade,  to  another 
tribunal  than  the  General  Commissioners? — Yes,  to 
the  Board  of  Referees. 

16.206.  Do  you  not  think,  if  the  view  as  expressed 
by  you  is  the  one  generally  held,  that  the  rates  vary 
in  districts  and  are  inadequate,  the  various  classes 
of  trades  represented  in  your  Association  could  gather 
together  the  material  over  a wide  range  for  a par- 
ticular industry,  either  the  chemical  or  engineering, 
and  endeavour  to  justify  your  rate  on  evidence  given? 
— That  is  what  we  are  doing  at  present  in  a great 
number  of  industries.  We  find  that  the  practices 
are  £o  different  in  different  parts  of  the  country  that 
it  is  very  difficult.  We  have  been  over  a year  trying 
to  get  out  the  case  for  the  sulphuric-acid  industry. 
I think  Somerset  Hou.se  and  ourselves  are  agreed  that 
the  allowance  for  sulphuric  acid  is  not  sufficient;  but 
when  it  comes  to  putting  a case  for  the  whole  trade, 
it  takes  an  enormous  amount  of  time  and  considera- 
tion. Of  course,  it  has  to  be  gone  through.  But  when 
that  has  once  been  done,  we  want  to  make  sure  that 
it  is  widely  known  by  everyone  in  that  trade.  At  the 
present  time,  there  is  a little  too  much  of  a contest 
between  the  Inland  Revenue  Department  and  the 
individual  trader.  It  is  only  quite  lately  that  indi- 
vidual traders  have  started  acting  together. 

16.207.  They  have  the  right  now  to  act  together  ?— 
Yes. 

16.208.  And  if  they  exercise  that  right  under  the 
existing  Act,  it  will  solve  the  difficulty? — Yes,  but  we 
want  simplification,  if  possible. 

16.209.  You  cannot  simplify  beyond  a point.  You 
must  prepare  evidence  in  support  of  a rate  of  depre- 
ciation for,  say,  the  chemical  industry,  or  the  en 
gineering  industry,  or  the  boot-making  industry ; you 
must  come  with  a mass  of  evidence? — That  is  so,  and 
we  are  doing  that;  but  I would  draw  your  attention 
to  paragraph  18:  “full  publicity  wanted.”  At  the 
present  time  it  is  a dragging  out  of  information,  firsl 
here  and  then  there,  and  you  may  easily  go  with  an 
incomplete  case,  because  there  is  something  that  you 
do  not  know,  that  you  ought  to  know. 
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16.210.  Certain  trades  have  rates  at  present? — Yes. 

16.211.  Tramways  have  certain  rates? — Yes. 

16.212.  Gasworks  have  certain  rates? — Yes. 

16.213.  Other  undertakings  have  agreed  rates;  and 
I suggest  to  you  that  these  are  known  to  every  indi- 
vidual who  carries  on  that  particular  business,  and 
they  are  all  getting  the  one  rate  to-day? — Yes,  but 
other  people  do  not  know  what  the  various  industries 
have  got. 

16.214.  The  industries  differ  ? — They  do,  but  one  can 
often  tell  by  analogy.  For  instance,  if  i am  getting 
5 per  cent,  depreciation,  and  I hear  that  somebody 
who  I know  has  nothing  like  the  same  depreciation, 
is  getting  7 A per  cent.,  I can  go  with  a certain  amount 
of  right.  I know  that  my  industry  is  one  where  there 
is  very  severe  depreciation.  If  J raise  the  question 
as  an  individual  I am  told:  “ Oh,  you  have  got  ample 
depreciation  allowed.”  I have  nothing  to  check  that 
by  at  all. 

16.215.  I suggest  that  the  means  available  now  to 
classes  of  trade  will  get  over  this  difficulty? — Yes,  it 
can  be  done,  but  this  Commission  could  probably  do 
an  enormous  amount  to  oil  the  wheels  by  laying  down 
principles. 

16.216.  I suggest  to  you  that  it  is  up  to  the  traders 
themselves  to  set  the  machinery  going.  They  must 
make  the  first  move? — Yes,  we  are  making  moves. 

16.217.  On  the  question  of  prime  co3t  as  against 
written-down  value,  do  you  seriously  suggest  that 
prime  cost  is  capable  of  ascertainment  in  anything  but 
a trifling  number  of  the  undertakings  of  this  country. 
Take  the  United  Alkali  Company  as  an  example. 
Supposing  you  were  asked  to  state  the  prime  cost  of 
your  engines  and  boilers  and  all  the  various  grades 
of  plant  as  against  the  lump  sum  on  which  you  calcu- 
late your  depreciation  from  year  to  year,  do  you  sug- 
gest that  it  could  be  done? — We  have  huge  schedules. 

16.218.  Of  prime  cost? — Of  plant. 

16.219.  I suggest  that  the  trade  would  be  anything 
but  thankful  if  we  introduced  the  prime  cost  system? 

I think  it  would  be  an  absolutely  reasonable  condi- 
tion to  make,  that  proper  books  should  be  kept;  and 
if  proper  books  were  not  kept,  then  the  trader  would 
not  get  the  advantage  of  it. 

16.220.  Would  not  an  increase  in  the  rate  calculated 
on  the  diminishing  value,  on  the  whole  meet  the  diffi- 
culty ? — If  it  is  big  enough  it  will  be  a compensation 
for  the  difficulty  not  being  met;  shall  I put  it  that 
way  ? 

16.221.  Would  you  like  to  have  every  penny  of  your 
repairs  scrutinized  by  the  Inland  Revenue— every 
penny  you  expend : have  it  produced,  and  the  details 
of  how  the  expenditure  is  made  up?  If  you  are  going 
to  have  depreciation  on  this  strictly  accurate  basis  of 
prime  cost  and  the  effective  life  of  a piece  of  plant, 
it  means  that  every  penny  you  expend  on  that  plant 
which  is  going  to  prolong  its  life  by  a year  beyond  the 
original  settled  period,  will  have  to'  be  treated  as 
capital?— I should  not  mind  that.  I think  anything 
that  would  get  us  upon  a sound  basis,  where  we  knew 
where  we  were,  would  be  satisfactory. 

16.222.  On  paragraph  14  there  is  simply  a slight 
slip  in  the  proof,  I think.  What  you  ask  is  that  an 
obsolescence  allowance,  once  agreed,  should  be  carried 
forward  until  it  is  expunged  in  a similar  manner  to 
that  adopted  in  the  case  of  depreciation.  Your  de- 
preciation allowances  are  not  carried  forward  to  the 
debit  of  your  profit  and  loss  account  if  they  are  not 
exhausted  ? — The  main  point  about  it  is  that  we  want 
to  have  the  right  to  expunge. 

16.223.  Mr.  Kerly:  Expunge  that  half  line?— I do 
hot  mind  taking  that  out. 

16.224.  Thank  you,  Mr.  Muspratt  and  Mr.  Biggart, 
for  your  evidence? — (Mr.  Muspratt):  I hope  every 
member  of  the  Commission  has  had  a copy  of  this 
paper.  [Sec.  Appendix  No.  25.] 

16.225.  It  has  been  distributed.  We  shall  no  doubt, 
consider  it.  Now,  Mr.  Cash,  your  evidence-  covers 
much  the  same  ground  as  that  of  the  other  two 
gentlemen.  You  have  also  a number  of  separate 
points,  which  I have  noted.  Nearly  everything  that 
is  in  your  evidence  has  been  before  us,  not  once,  but 
several  times? — (Mr.  Cash):  I have  no  doubt  that 
is  so. 

16.226.  I do  not  say  it  is  not  of  considerable  value, 
because  we  want  to  know  how  far  a particular  matter 


has  weight  of  opinion  behind  it.  You  have  given  us 
very  valuable  assistance  upon  that.  Now  does  any 
Commissioner  wish  to  ask  Mr.  Cash  any  question? 

16.227.  Mr.  McLintock : I think  all  the  points  have 
been  covered. 

16.228.  Mr.  Kerly : I think  Mr.  Cash’s  statement 
is  quite  plain  in  itself. 

16.229.  Mr.  Walker  Clark  : There  is  one  question  I 
should  like  to  ask ; that  is  your  reference  to  Additional 
Commissioners  in  your  third  paragraph.  Have  you 
much  experience  of  Additional  Commissioners? — 1 
have  not  personally,  but  this  evidence  is  obtained 
from  a large  body  of  information  which  we  have 
gathered  together. 

16.230.  What  is  the  objection  to  them? — The  view 
was  rather  that  it  would  simplify  matters  consider- 
ably. At  the  present  time  the  Assessors  and  the 
Additional  Commissioners  are  very  largely  persons 
who  do  not  really  in  fact  do  anything.  The  Surveyor 
in  fact  does  the  work ; and  it  was  thought  that  if  the 
Surveyor  in  fact  made  the  assessment  himself,  and 
there  was  an  appeal  to  the  General  Commissioners 
or  to  the  Special  Commissioners,  as  the  case  might  be, 
that  would  quite  meet  the  point,  and  it  would  be 
possible  then  to  do  away  with  the  Additional  Com- 
missioners and  the  Assessors. 

16.231.  Do  you  think  the  Additional  Commissioners 
Stand  between  the  taxpayer  and  the  Inland  Revenue? 
— That  was  not  the  feeling. 

16.232.  That  they  do  not? — That  they  are  of  no 
particular  advantage  to  anybody,  I might  say. 

16.233.  Mr.  McLintock : On  the  question  of  the 
period  of  assessment:  you  suggest,  as  a great  many 
witnesses  have  done,  that  the  average  system  be 
abolished  and  that  the  assessment  should  bo  on  the 
preceding  year’s  income? — Yes,  of  course  that  does 
not  apply  to  income  deducted  at  the  source. 

16.234.  Traders’  incfime  already  assessed  on  the 
average  ? — Yes. 

16.235.  You  also  refer  to  the  carrying  forward  of 
losses  against  subsequent  profits?-  I think  that  would 
be  necessary  if  you  take  away  the  average,  because 
it  might  result  in  very  great  hardship  to  the  taxpayers 
otherwise. 

16.236.  At  present,  with  the  three  years’  average, 
for  how  long  a period  can  you  carry  forward  losses? 
— I am  not  quite  sure  that  I can  answer  that. 

16.237.  I suggest  it  is  three  years? — Yes. 

16.238.  Now  why  extend  the  period  beyond  three 
years  ? — No,  I think  that  might  be  fair. 

16.239.  That  is,  that  you  should  have  the  simple 
basis  of  the  preceding  year,  and  the  losses  to  be  carried 
forward  over  three  years.  Do  you  think  that  would  be 
a satisfactory  solution? — I think  it  would.  I have 
not  personally  considered  that.  Of  course  you  have 
to  consider  the  question  that  in  some  cases  under  the 
existing  practice  you  have  a longer  average  th.an  three 
years.  In  that  case,  you  want  to  extend  it  to  a 
similar  period  to  what  you  have  at  present. 

16.240.  You  might  want  some  variation,  but, 
generally  speaking,  the  great  bulk  of  business  income 
is  assessed  on  the  three  years’  average? — Yes. 

16.241.  Do  you  think  it  would  be  satisfactory  if  the 
carrying  forward  of  the  loss  were  limited  to  a period 
of  three  years? — I am  inclined  to  think  so.  I have 
not  very  carefully  considered  such  a point. 

16.242.  Rather  than  for  ever  and  ever.  I mean, 
many  difficulties  will  arise  if  a loss  is  to  be  carried 
forward  for  all  time.  Businesses  change  hands? — 
Yes.  Of  course  that  might  occur  even  in  the  three 
years. 

16.243.  There  are  reliefs  given  at  present? — Yes, 
exactly. 

16.244.  Mr.  Kerly:  Just  one  question  on  the  last 
paragraph  in  your  paper,  about  Super-tax  on  bonus 
shares.  Bonus  shares  represent  accumulated  profit, 
do  they  not,  in  the  case  you  put? — Yes. 

16.245.  Why  should  not  the  accumulated  profit  be 

Super-taxed  ? — From  this  point  of  view : that 

accumulated  profit,  of  course,  could  be  distributed ; it 
is  not  distributed,  and  it  is  in  fact  capitalised  and 
cannot  be  distributed. 

16.246.  That  is  all  you  mean — that  the  company 
has  chosen,  instead  of  distributing  it  each  year,  to 
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save  it  up  for  a number  of  years  and  then  distribute 
it  in  a lump? — No,  it  does  not  in  fact  distribute  it  in 
cash.  It  says  to  its  shareholders : “ this  money  is 
now  going  to  be  regarded  for  all  time  as  capital,  we 
will  give  you  a piece  of  paper  to  show  that  it  is  now 
regarded  as  capital.”  Might  I just  add. this?  If  it 
were  treated  as  income,  it  would  be  a very  difficult 
matter  to  ascertain  what  exactly  the  income  is  to 
be;  because  clearly  it  must  be  a distribution  of  divi- 
dend free  of  Income  Tax,  if  it  is  to  be  regarded  as 
a dividend  at  all;  because  clearly  the  company  has 
paid  Income  Tax ; the  share  must  be  at  least  of  par 
value,  otherwise  it  would  not  be  fully  paid,  and  the 
actual  distribution  therefore  would  be  of  the  amount 
of  par  value  of  the  share  plus  the  Income  Tax  which 
had  been  paid  upon  it.  But  that  involves  this  some- 
what difficult  proposition : that  in  so  many  cases  you 
have  a very  large  number  of  small  shareholders,  and 
those  small  shareholders,  on  the  bonus  distribution, 
would  be  entitled  to  go  to  the  Revenue  and  say  : 
“we  want  a return  of  the  tax  which  has  been  paid 
on  this  distribution  qua  Income  Tax.” 

16  247.  Mr.  Kerly : I appreciate  that,  and  it  is  a 
matter  that  I think  so  far  has  been  overlooked;  I 
think  it  has  not  been  discussed. 

16.248.  Mr.  Pretyman : We  did  have  that  point  dis- 
cussed. . 

16.249.  Mr.  McLintock  : Yes,  we  did  have  it,  with 
one  of  the  witnesses. 

16.250.  Mr.  Kerly : I was  not  aware  of  that. 
What  you  say  is  that  if  you  treat  it  as  a payment  of 
income  to  the  shareholder,  he  must  be  allowed,  ac- 
cording to  his  grade,  a repayment  in  respect  of  the 
6s.  which  has  already  been  paid? — Yes. 


16.251.  And  that  must  be  taken  into  account? — 
Yes. 

16.252.  But,  subject  to  that,  there  is  no  reason  why 
it  should  not  be  treated  as  income? — I should  like  to 
add  something  on  that.  I think  there  is,  for  this 
reason.  Assuming,  for  a moment,  the  case  of  a com- 
pany with  a capital  of  £100,000,  and  you  distribute 
share  for  share  by  way  of  bonus.  It  is  quite  clear 
that  you  are  at  the  same  time  reducing  the  capital 
value  of  your  original  £100,000  capital;  because  a 
shareholder  holding  £1,000  has  a one-hundredth  part 
of  the  capital.  You  double  your  capital  and  double 
his  shareholding,  and  he  still  has  one-hundredth 
part  of  the  capital;  but  if  that  capital  was  worth  to 
him  beforfe,  say,  £6,000,  his  original  shares  are  only 
worth  £3,000  to  him  instead  of  £6,000. 

16.253.  Mr.  Pretyman : That  means  that  your 

money  is  dispersed  into  the  hlue,  does  it  not,  sooner 
than  pay  tax  upon  it? — No. 

16.254.  Mr.  Kerly : It  is  sufficient  to  say  that  that 
is  the  exactly  corresponding  position  before  and  after 
a declaration  of  dividend  every  year? — No,  I do  not 
think  so.  The  value  of  your  share  depends  upon  the 
reserve  contained  in  the  business.  Now,  on  the  dis- 
tribution of  bonus  shares,  the  reserves  still  remain  in 
the  business.  It  is  only  that  power  is  taken  away 
from  the  directors  and  from  the  company  ever  to 
declare  that  sum  in  dividends,  and  it  remains  as  per- 
manent capital  in  the  business. 

16.255.  You  are  entitled  to  say  that,  although 
money  is  distributed  as  a dividend,  it  is  coupled  with 
a condition  that  it  must  be  re-invested  in  the  com- 
pany?— Yes,  and  the  shareholder  is  not  given  an 
option  to  take  it  in  cash. 

16.256.  Mr.  Kerly : Thank  you  for  your  evidence. 


Mr.  P.  D.  Leake  F.C.A.  on  behalf  of  the  Institution  of  Mining  and  Metallurgy,  called  aud  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief:  — 

16.257.  (1)  The  interests  represented  include  the 
development  and  working  of  all  minerals,  under 
British  control,  except  coal.  The  properties  are 
situated  in  the  United  Kingdom,  in  the  Overseas 
Dominions,  and  in  foreign  countries. 

16.258.  (2)  The  importance  of  the  Income  Tax  as 
an  instrument  of  national  revenue  is  so  great,  that 
in  the  interests  both  of  the  State  and  the  taxpayer, 
it  has  now  become  urgently  necessary  that  annual 
Income  Tax  shall  be  assessed  on  the  nearest  possible 
approximation  to  annual  profits  as  they  arise  year 
by  year.  The  present  principles  upon  which  Income 
Tax  is  assessed  involve  the  taxing  of  profits  plus 
further  amounts  equal  to  the  annual  depreciation 
(expired  capital  outlay)  of  inherently  wasting  assets 
such  as,  in  the  case  of  mining  companies,  natural 
raw  material  and  the  cost  of  shaft  sinking  and 

16,259  (3)  It  will  be  convenient  in  the  first  place 
to  set  out  in  summary  form  a description  of  the  in- 
herently wasting  assets  of  mining  companies,  and  of 
the  annual  deductions,  in  the  nature  of  deprecia- 
tion (expired  capital  outlay),  claimed  by  mining 
companies,  and  then  shortly  to  explain  the  meaning 
of  the  term  “ base  value  of  mining  rights  ” and  the 
methods  suggested  for  measuring  the  annual  amounts 
of  the  deductions  so  claimed. 

16,260.  (4)  The  inherently  wasting  assets  of  a min- 
ing company,  in  regard  to  which  deduction  for 
annual  depreciation  (expired  capital  outlay)  is 
claimed,  may  be  described  as  follows : — 

Base  value  of  mining  rights. — Deduction  should  be 
allowed  of  a measured  amount  either  per  ton  of 
minerals  raised  or  otherwise. 

Cost  of  shaft  sinking  and  access. — Deduction  should 
be  allowed  of  a measured  amount  either  per  ton 
of  minerals  raised  or  otherwise. 

Cost  of  plant  other  than  shaft  sinking  and  access. 
— Deduction  should  be  allowed  of  a measured  amount 
determined  by  reference  to  the  efficient  life  of  each 
class  of  plant. 

Cost  of  development. — Deduction  is  already  allow- 
able. 


16.261.  (5)  It  is  recognized  that  in  assessing  to 
Income  Tax  annual  profits  as  they  actually  arise 
year  by  year,  the  deductions  which  can  properly  be 
claimed,  must  be  strictly  limited  to  the  economic 
expenditure  necessarily  incurred  within  each  year 
in  earning  the  revenue  of  that  year.  This  economic 
expenditure  includes  not  only  current  cash  outlays, 
such  as  salaries  and  wages,  rent,  and  the -cost  of  con- 
sumable stores  needed  for  the  working  of  a mine, 
but  it  also  includes  the  expired  portion  of  capital 
outlay  incurred  for  the  purposes  of  the  industry  and 
inevitably  wasted  in  the  course  of  the  year’s 
operations. 

Base  value  of  mining  rights. 

16.262.  (6)  The  meaning  of  the  term  “ base  value 
of  mining  rights  ” may  be  defined  as  an  amount 
equal  to  the  present  value  of  any  expected  annual 
surplus,  after  providing  all  economic  expenditure 
incidental  to  production  and  marketing  (excluding 
depreciation  on  base  value)  and  providing  for  the 
payment  of  a normal  rate  of  interest  on  the  capital 
invested  (excluding  base  value).  To  illustrate  this, 
two-  cases  may  be  stated : — 

(a)  q tin  mine  in  the  United  Kingdom,  the  esti- 

mated product  of  which  at  fair  long-period 
average  market  value  would  yield  not  more 
than  sufficient  to  provide  all  economic  ex- 
penditure incidental  to  production  and 
marketing  and  to  pay  a normal  interest  on 
capital  invested,  may  have  only  a nominal 
base  value,  which  may  be  compared  with 
the  well-known  “ pepperoom  ” legal  con- 
sideration ; 

(b)  a copper  mine  in  the  United  Kingdom,  the 

estimated  product  of  which  would  yield  a 
surplus  of  £2  per  ton  of  ore,  after  provid- 
ing all  economic  expenditure  and  paying  a 
normal  interest  on  capital  invested,  may 
have  a base  value  equal  to  the  present  value 
of  the  amount  of  £2  per  ton  on  the  esti- 
mated contents  of  the  mine. 

16.263.  (7)  The  term  “ normal  rate  of  interest  on 
capital  invested  ” as  here  used  means  a rate  just 
sufficient  to  attract  and  hold  the  capital  needed  for 
each  class  of  mining  industry.  If  future  probabili- 
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ties  can  be  estimated  with  sufficient  exactness  to  in- 
duoe  adventurers  to  risk  their  capital  in  a mining 
venture  it  would  not  be  reasonable  to  say  that  future 
probabilities  cannot  be  estimated  for  the  purpose  of 
determining  questions  arising  in  regard  to  the  proper 
division  of  the  profits  which  may  arise  out  of  the 
adventure. 

16.264.  (8)  The  term  “ long-period  average  market 
value  ” means  the  average  value  computed  by  smooth- 
ing the  market-price  curves  due  to  seasonal  or  abnor- 
mal demands  and  to  recurring  boom-periods  or  cycles 
affecting  particular  minerals,  while  giving  due  weight 
to  the  fact  that  a general  rise  in  prices  and  wages, 
causing  increased  cost  of  production,  may  tend  to 
raise  the  market  value  of  the  product. 

16.265.  (9)  Important  factors  in  determining  base 
value  would  obviously  include  average  quality  of 
mineral  and  accessibility  both  in  regard  to  distance 
from  the  earth’s  surface  and  from  the  world’s 
markets. 

16.266.  (10)  The  computation  of  the  annual  profits 
of  many  profit-seeking  undertakings  for  the  purpose 
of  an  annual  Income  Tax  must  differ  in  one  very 
important  particular  from  the  computation  of  the 
amount  of  profits  properly  available  for  distribution, 
because  of  the  custom  of  forestalling  profits  by  selling 
them  in  advance  of  their  arising.  Thus  it  is  a common 
practice  in  commerce  and  industry  to  transfer  by  sale 
and  purchase  from  one  individual  to  another,  for 
valuable  consideration,  rights  to  the  enjoyment  of 
pure  profits  expected  to  arise  in  future  years.  The 
consideration  paid  is  the  present  value  of  such  ex- 
pected future  profits,  but,  except  in  cases  similar 
to  that  mentioned  in  the  next  paragraph,  that  con- 
sideration is  not  assessable  to  British  Income  Tax  in 
the  hands  of  the  seller  as  profits  at  the  date  of 
transfer.  It  will  be  assessable  only  if  and  as  and 
when  the  profits  arise  in  future  years.  The  position 
as  it  affects  the  mining  industry  is  that  if  mining 
rights,  the  base  value  of  which  amounts  to,  say, 
£100,000,  are  sold  to  a mining  company  for  £150,000, 
the  mining  company  has  paid  £50,000  in  addition  to 
the  base  value,  as  the  present  value  of  rights  to  the 
expected  profits  of  future  years.  In  computing 
annual  profits  for  distribution  in  such  case,  the 
mining  company  should — if  its  capital  is  to  be  kept 
intact — deduct  from  its  annual  revenue  the  annual 
expired  capital  outlay  on  the  whole  purchase  con- 
sideration, which  includes  the  base  value  of  mining 
rights  together  with  rights  to  future  profits,  but  for 
the  purposes  of  British  Income  Tax,  which  purports  to 
tax  annual  profits,  only  as  and  when  they  arise,  the 
company  should  only  claim  deduction  of  the  expired 
capital  outlay  on  the  base  value  of  the  mining  rights, 
which  is  £100.000. 

16.267.  (11)  In  the  case  of  a dealer  in  mining  proper- 
ties who  has  purchased  such  a property  for  £100,000 
in  cash  and  who  then  sells  it  to  a mining  company  for 
£150,000  in  cash,  the  present  Income  Tax  practice 
may  cause  the  dealer  to  be  assessed  to  British  Income 
Tax  on  the  sum  of  £50,000  being  his  profit  on  the 
deal.  Assuming  in  the  case  here  given  that  the  base 
value  of  the  property  is  found  to  be  £100,000  and 
that  the  vendor  from  whom  the  company  purchased 
the  property,  being  a dealer  in  such  property,  has  in 
fact  been  assessed  to  Income  Tax  on  £50,000,  it  is 
contended  that  the  company  should,  for  Income  Tax 
purposes,  be  allowed  deduction  from  its  revenue  over 
the  years  of  its  life  of  £100,000  the  base  value,  and 
of  £50,000  the  vendor’s  profit,  on  the  ground  that  that 
part  of  the  profits  expected  to  arise  in  the  hands  of 
the  company  in  future  years,  which  has  been  paid  to 
the  vendor  in  advance  of  its  arising,  and  upon 
which  he  has  paid  Income  Tax,  should  not  be  assessed 
a second  time  to  Income  Tax  in  the  hands  of  the 
company.  The  facts  in  each  case  will  be  easily 
ascertainable  and  a company  should  have  the  right 
to  bring  the  matter  for  adjudication  before  the 
hereinafter  suggested  permanent  Commission. 

16.268.  (12)  It  is  submitted  then  that  in  the  case 
of  mining  companies  the  capital  outlay  of  a wasting 
character  includes  what  may  be  called  tbo  base  value 
of  mining  rights.  As  already  stated  it  may  happen 
that  mining  rights  are  sold  and  bought  at  prices 
which  after  deducting  the  base  value  may  leave  con- 
siderable profits  in  the  hands  of  intermediate  owners. 
In  computing,  for  Income  Tax  purposes,  annual  pro- 


fits arising  out  of  the  mining  industry  it  is  not 
claimed  that  a company  is  entitled  to  deduct  from  its 
annual  revenue  a measured  amount  per  ton  raised, 
based  on  the  cost  of  the  mining  rights  to  that  com- 
pany, if  the  cost  is  greater  than  the  base  value — 
unless  the  mining  rights  have  been  purchased  from  an 
overseas  vendor  not  subject  to  British  Income  Tax 
or  from  a dealer  who  pays  British  Income  Tax  on  his 
profits.  In  such  case  it  is  claimed  that  deduction 
should  be  allowed  on  the  cost  to  the  company,  pro- 
vided of  course  in  the  case  of  an  overseas  vendor 
there  has  been  no  intermediate  owner  domiciled  in 
the  United  Kingdom  and  therefore  liable  to  pay 
British  Income  Tax.  The  history  of  each  property 
is  easily  ascertainable  and  each  case  should  be  con- 
sidered and  dealt  with  according  to  the  facts. 

16.269.  (13)  It  will  be  observed  that  in  claiming  only 
to  be  allowed  deduction  of  expired  capital  outlay  on 
the  base  value  of  mining  rights  all  questions  of  prior 
profits  arising  out  of  transactions  in  the  nature  of 
sales  and  purchases  of  rights,  between  one  person  and 
another,  are  avoided,  except  in  the  cases  of  overseas 
vendors  not  subject  to  British  Income  Tax,  and 
dealers  in  mining  property  who  have  paid  British 
Income  Tax. 

16.270.  (14)  It  is  sometimes  alleged  with  reference 
to  mining  companies  in  the'  United  Kingdom  that 
minerals  in  situ  having  cost  nothing  to  the  owner  of 
the  land  under  which  they  lie,  no  deduction  can 
properly  be  claimed  in  computing  the  profits  arising 
out  of  the  working  of  those  minerals  in  respect  of  the 
annual  decrease  of  the  mass  or  source  of  the  minerals. 
It  is  said  they  cost  nothing.  The  answer  is  that 
the  minerals  belong  to  the  owner  of  the  land  ; that  the 
minerals  in  situ  have  an  exchangeable  value,  which 
may  be  nominal  or  otherwise ; that  exchangeable  value 
is  capital,  and  when  capital  is  dedicated  to  be 
destroyed  in  the  process  of  seeking  profits  it  becomes 
oapital  outlay ; and  that  no  profits  can  emerge  from 
an  undertaking  until  the  cost  of  earning  those  profits, 
which  includes  expired  capital  outlay,  has  been  pro- 
vided out  of  revenue. 

16.271.  (15)  The  contention  that  in  computing  pro- 
fits for  Income.  Tax  purposes,  deduction  should  be 
allowed  for  expired  capital  outlay  on  the  base  value 
of  mining  rights  is  unaffected  by  political  questions 
as  to  whether  or  not  the  value  of  minerals  which  may 
be  discovered  on  lands  within  the  United  Kingdom 
belongs  to  the  particular  individual  upon  whose  lands 
the  discovery  is  made,  or  whether  it  belongs  to  the 
State.  If  it  belongs  to  the  individual,  it  will  be  a 
windfall  to  him,  and  therefore  not  an  annual  profit, 
and  if  it  belongs  to  the  State,  it  will  be  a windfall  to 
the  Crown,  but  this  question  is  apart  altogether  from 
the  clear  and  logical  claim  that  in  computing,  for 
Income  Tax  purposes,  annual  profits  arising  from  the 
mining  industry,  deduction  must  be  allowed  for  ex- 
pired capital  outlay  on  all  inherently  wasting  assets, 
including  the  base  value  of  mining  rights. 

16.272.  (16)  With  Income  Tax  at  the  rate  of  6s.  in 
the  £,  it  is  true  to  say  that  the  State  has,  in  effect, 
assumed  the  position  of  a partner  in  all  profit- 
seeking  undertakings,  including  the  mining  industry. 
The  State  takes  three-tenths  of  the  whole  profits  and 
leaves  seven-tenths  to  the  adventurers.  The  State  is 
in  a privileged  position  in  that  it  takes  three-tenths 
of  the  profits,  but  in  the  case  of  unprofitable  enter- 
prise, it  does  not  bear  three- tenths  of  the  losses.  In 
view  of  the  position  of  the  State  as  a preferred 
partner,  taking  three-tenths  of  the  profits  arising 
from  the  mining  industry,  it  is  not  too  much  for  the 
adventurer  companies  to  ask  for  the  setting-up  of  a 
competent  and  unbiassed  permanent  Commission  to 
determine  in  each  oase  the  base  value  of  the  mining 
rights  for  the  purpose  of  fixing  the  amount,  per  ton  of 
ore  raised,  to  be  deducted  from  the  revenue  before 
computing  the  profits  for  division  between  the  State 
and  the  proprietors — the  State’s  share  being  levied  as 
Income  Tax. 

16.273.  (17)  On  the  determination  of  this  question 
will  often  depend  the  answer  to  another  question  as  to 
whether  or  not,  having  regard  to  the  risk  involved,  the 
particular  enterprise  is  worth  undertaking.  Un- 
prejudiced consideration  will  clearly  show  that  the 
new  conditions  consequent  upon  the  State  having 
assumed  the  position  of  a large-share  preferential 
partner  in  profit-seeking  enterprise,  and  taking  no 
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risk,  render  necessary  the  setting  up  of  new  methods 
and  suitable  administrative  equipment. 

16.274.  (18)  It  seems  clear,  therefore,  that  as  the 
principles  upon  which  base  value  should  be  computed 
can  be  defined,  and  as  for  all  commercial  purposes  the 
exchangeable  value  of  mineral  fields  can  be  estimated, 
each  adventurer  company  should  be  entitled,  failing 
agreement  with  the  taxing  authority,  to  make  applica- 
tion to  a suitably  constituted  permanent  Commission 
to  determine  the  base  value  of  the  mining  rights  after 
considering  the  evidence  applicable  to  the  particular 
case,  and  thereafter  either  party  (the  State  or  the 
taxpayer)  should  have  the  option  of  applying  again 
with  a view  to  obtaining  any  subsequent  adjustment 
of  the  base  value  which  may  be  rendered  necessary  by 
after-acquired  knowledge.  Statistical  records,  in 
regard  to  all  classes  of  mining  enterprise,  are  already 
available,  and  could  speedily  be  collected  and  developed 
on  scientific  lines.  Such  statistics  would  be  of  great 
use  in  estimating  fair  long-period  average  market 
values  of  the  various  minerals,  and  average  cost  of 
production  and  marketing  in  relation  to  average 
quality  of  ore  and  accessibility,  normal  rate  of  interest 
on  capital,  &c. 

16.275.  (19)  According  to  an  announcement  made 
by  the  American  Institute  of  Mining  and  Metallur- 
gical Engineers  (Incorporated),  dated  the  20th 
August,  1919,  the  United  States  Internal  Revenue 
Bureau  has  established  in  the  Income  Tax  Branch  a 
Section  of  Mine  Valuation,  in  which  all  questions  of 
particular  complication  and  difficulty  relating  to  the 
wasting  assets  of  mines  will  be  handled  by  competent 
engineers. 

16.276.  (20)  In  the  case  of  minerals  overseas,  worked 
by  a company  which  has  bought  mining  rights  not 
previously  owned  by  a person  domiciled  in  the  United 
Kingdom,  or  which  has  located  minerals  by  explora- 
tory. work,  the  cost  to  the  company  will  probably 
measure  the  base  value ; but  all  such  questions  would 
have  to  be  dealt  with  by  agreements  with  the  taxing 
authorities  according  to  the  facts  in  each  case,  or 
failing  agreement,  by  reference  to  a permanent  Com- 
mission of  technical  advisers,  the  appointment  of 
which,  it  is  submitted,  is  necessary  to  assist  the 
Revenue  authorities  to  arrive  at  a satisfactory  settle- 
ment in  cases  requiring  adjudication. 

16.277.  (21)  Where  royalties  are  paid  on  overseas 
minerals  to  persons  overseas  not  domiciled  in  the 
United  Kingdom  and  therefore  not  liable  to  British 
Income  Tax,  these  should  be  allowed  as  a deduction 
from  revenue  receipts  before  assessing  profits  to 
Income  Tax. 

16.278.  (22)  The  fact  that  the  English  law  permits 
of  the  distribution  in  dividends  of  an  amount  equal 
to  the  whole  surplus  of  the  annual  revenue  of  mining 
undertakings,  without  first  deducting  the  annual 
expired  capital  outlay  on  natural  raw  material,  does 
not  affect  the  soundness  of  the  argument  that  in  com- 
puting annual  profits  for  Income  Tax  purposes  the 
true  annual  profits  only  must  be  taken. 

16.279.  (23)  The  fact  that  there  is  considerable 
divergence  in  the  practice  of  different  companies  in 
the  methods  of  drawing  up  their  annual  profit  and 
loss  accounts  and  balance  sheets,  and  that  some  com- 
panies may  make  provision  for  expired  capital  outlay 
which  is  more  or  less  accurately  measured,  while 
others  may  carry  unmeasured  sums  to  reserve,  is  no 
reason  for  refusing  the  legitimate  and  necessary  claim 
that  for  Income  Tax  purposes  the  proper  deduction 
shall  be  allowed  in  respect  of  the  annual  expired 
capital  outlay  on  natural  raw  material.  The  amount 
of  this  deduction  would  always  be  a question  of  fact 
to  be  determined  in  each  case  on  definitely  and  care- 
fully considered  lines  of  policy  which  should  he  con- 
sistently followed  year  by  year  in  computing  profits 
for  Income  Tax  purposes. 

16.280.  (24)  The  fact  that  for  Income  Tax  purposes 
deduction  must  be  allowed  for  the  gradual  exhaustion 
of  mineral  deposits  is  recognized  in  other  countries, 
thus:  — 

16.281.  (25)  The  United  States  Government  recog- 
nizes the  fact  that  mineral  deposits  are  not  repro- 
ductive, and  allows  a charge  for  exhaustion  ih 
computing  the  profits  of  a mining  concern  for  the 
purposes  of  Income  Tax- 


16.282.  (26)  The  United  States  Revenue  Act  of  1918 
provides  that  in  computing  net  income  there  shall  be 
allowed  as  deductions  in  the  case  of  mines,  oil  and 
gas  wells,  other  natural  deposits,  and  timber,  a reason- 
able allowance  for  depletion.  The  methods  of 
measuring  this  allowance  are  set  out  in  Articles  201- 
233  inclusive,  of  a publication  called  “ Treasury 
Department,  United  States  Internal  Revenue,  Regu- 
lations 45,  relating  to  the  Income  Tax  and  War  Pro- 
fits and  Excess  Profits  Tax  under  the  Revenue  Act  of 
1918.”  This  is  published  at  Washington — Govern 
ment  Printing  Office,  1919. 

16.283.  (27)  These  regulations  provide,  inter  alia, 
that  in  determining  the  fair  market  value  of  mineral 
deposits  as  a basis  for  depreciation  deductions  such 
value  must  be  determined  in  the  light  of  the  condi- 
tions and  circumstances  known  at  the  time.  No  rule 
or  method  of  determining  the  fair  market  value  of 
mineral  property  is  prescribed,  but  the  Commissioner 
will  lend  due  weight  and  consideration  to  any  and  all 
factors  and  evidence  having  a bearing  on  the  market 
value.  (Part  1,  Article  206.) 

16.284.  (28)  The  regulations  also  provide  that  in 
determining  the  quantity  of  mineral  in  a mine  for 
purposes  of  depletion  allowance,  the  property  must 
be  considered  in  the  condition  in  which  it  was  within 
30  days  after  the  date  of  discovery,  hut  if — subse- 
quently— additional  recoverable  mineral  deposits  have 
been  discovered  or  developed  which  were  not  taken 
into  account  in  estimating  the  number  of  units  for 
purposes  of  depletion,  or  if  it  shall  be  discovered  by 
working  development,  or  exploration,  that  ground  pre- 
viously estimated  to  contain  commercially  recoverable 
mineral  is  barren  or  contains  only  commercially  un- 
workable mineral,  a new  estimate  of  the  recoverable 
units  of  ores  or  minerals  shall  be  made,  and  when 
made  shall  thereafter  constitute  a basis  for  depletion. 
(Part  1,  Article  208.) 

16.285.  (29)  With  regard  to  the  discovery  of  a mine 
or  a natural  deposit  of  mineral,  it  is  provided  that 
whether  it  he  made  by  an  owner  of  the  land,  or  by  a 
lessee,  discovery  shall  be  deemed  to  mean : — 

(a)  the  bond  fide  discovery  of  a commercially 

valuable  deposit  of  ore  or  mineral  of  a value 
materially  in  excess  of  the  cost  of  discovery 
in  natural  exposure  or  by  drilling  or  other 
exploration  conducted  above  or  below  the 
ground,  or 

(b)  the  development  and  proving  of  a mineral  or 

ore  deposit  which  has  been  abandoned  or 
apparently  worked  out  or  sold,  leased  or 
otherwise  disposed  of  by  an  owner  or  lessee 
prior  to  the  development  of  a body  of  ore 
or  mineral  of  sufficient  size,  quality,  and 
character  to  determine  it,  in  connection 
with  the  physical  and  geological  condition 
of  its  occurrence,  to  be  a mineable  deposit 
of  ore  or  mineral  having  a value  materially 
in  excess  of  the  cost  or  of  the  proving  and 
development  . . . and  every  taxpayer 

claiming  the  value  of  a mineral  deposit  on 
the  date  of  discovery  or  within  30  days 
thereafter  for  purposes  of  depletion,  will 
be  required  to  attach  to  his  return  a state- 
ment setting  forth'  the  conditions  and  cir- 
cumstances of  the  discovery  and  the  size, 
character,  and  location  of  the  deposit,  to- 
gether with  the  cost  of  discovery,  its  value 
and  the  precise  method  used  in  determin- 
ing the  value.  (Part  1,  Article  219.) 

16.286.  (30)  The  New  Zealand  Government  also 
recognizes  the  position  and  exempts  from  taxation 
50  per  cent,  of  the  distribution  made  by  gold  and 
sheelite  mining  companies.  The  New  Zealand  Land 
and  Income  Tax  Act,  1916,  an  Act  to  consolidate  and 
amend  the  law  relating  to  Land  Tax  and  Income  Tax 
provides  as  under: — 

97.  (1)  Notwithstanding  anything  to  the  con- 
trary in  this  Act  if  the  Commissioner  is  satisfied 
that  the  sole  or  principal  source  of  the  income  of 
a Company  whether  incorporated  in  New  Zealand 
or  elsewhere,  is  the  business  of  gold-mining  or 
scheeldte-mining  in  New  Zealand,  the  taxable  in- 
come derived  by  that  company  in  any  year 
shall  be  deemed  to  be  one-half  of  the  total  sum 
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paid  as  dividends  during  that  year  to  the  share- 
holders of  the  Company  and  the  Company  shall 
be  assessed  and  liable  accordingly. 

(2)  The  term  “ dividends  ” includes  all  sums 
distributed  in  any  manner  and  under  any  name 
among  shareholders  of  a Company  on  account 
of  profits  made  by  the  Company. 

16.287.  (31)  The  British  Government  fully  recog- 
nizes the  capital  value  of  minerals  in  situ  in  the 
Finance  (1909-10)  Act,  1910,  sec.  20  of  which  im- 
poses mineral  rights  duty  on  the  rental  value  of  all 
rights  to  work  minerals. 

16.288.  (32)  Section  23  of  the  Act  defines  the  term 
“ capital  value  of  minerals,”  as  follows: 

23.  (1)  For  the  purposes  of  this  part  of  this 
Act,  the  total  valtue  of  minerals  means  the 
amount  which  the  fee  simple  of  the  minerals,  if 
sold  in  the  open  market  by  a willing  seller  in 
their  then  condition,  might  be  expected  to 
realise,  and  the  capital  value  of  minerals  means 
the  total  value,  after  allowing  such  deduction 
(if  any)  as  the  Commissioners  may  allow  for  any 
works  executed  or  expenditure  of  a capital 
nature  incurred  bond  fide  by  or  on  behalf  of 
any  person  interested  in  the  minerals  for  the 
purpose  of  bringing  the  minerals  into  working, 
or  where  the  minerals  have  been  partly  worked, 
such  deduction  as  is,  in  the  opinion  of  the  Com- 
missioners, proportionate  to  the  amount  of 
minerals  which  have  not  been  worked. 

(2)  For  the  purposes  of  valuation  under  this 
part  of  this  Act,  all  minerals  shall  be  treated 
as  a separate  parcel  of  Land;  but,  where  the 
minerals  are  not  comprised  in  a mining  lease  or 
being  worked,  they  shall  be  treated  as  having  no 
value  as  minerals,  unless  the  proprietor  of  the 
minerals,  in  his  return  furnished  to  the  Commis- 
sioners, specifies  the  nature  of  the  minerals  and 
his  estimate  of  their  capital  value. 

Minerals  which  are  comprised  in  a mining 
lease  or  are  being  worked  shall  be  treated  as  a 
separate  parcel  of  land,  not  only  for  the  pur- 
poses of  valuation,  but  also  for  the  purposes  of 
assessment  of  duty  under  this  Part  of  this  Act. 

j Rough  illustration  of  base  value. 

16.289.  (33)  Where  minerals  are  of  such  a nature 
and  are  so  situated  as  to  offer  the  opportunity  of 
yielding  profits  or  increase  over  and  above  the  cost 
of  production  and  marketing,  and  a normal  rate  of 
interest  on  the  capital  invested,  these  minerals  have 
a base  value  other  than  nominal.  The  base  vahie  is 
exchangeable  value,  and  therefore  capital. 

16.290.  (34)  Supposing  a mining  proposition,  the 
estimated  life  of  which  is  twenty  years,  and  the 
estimated  average  capital  outlay  on  which,  exclusive 
of  base  value,  amounts  to  £100,000,  made  up  as 
under : — 

£ 

Shaft  sinking  and  access  ...  25,000 

Plant  25,000 

Development  ...  ...  ...  50,000 

£100,000 

16.291.  (35)  Suppose  the  normal  rate  of  interest 
necessary  to  attract  and  retain  the  average  capital 
required  for  such  an  enterprise  is  10  per  cent;  then, 
if  it  is  estimated  that  the  annual  sales  of  the  pro- 
duct, less  the  cost  of  production  and  marketing, 
will  leave  a balance  of  no  more  than  £10,000,  this 
being  sufficient  to  pay  only  the  normal  rate  of 
interest  on  capital,  the  base  value  of  the  mining 
rights  will  be  a nominal  sum  of,  say,  £1. 

16.292.  (36)  But  supposing  that,  on  a rough-and- 
ready  computation  of  the  estimated  average  results 
over  the  expected  twenty  years’  life,  there  is  a con- 
siderable surplus  over  the  amount  of  £10,000  per 
annum,  then  there  exists  a base  value  depending 
upon  the  amount  of  the  surplus.  This  base  value 
may  bo  computed  as  equal  to  the  present  value  of 
the  annual  surplus  over  the  period  of  twenty  years 
discounted  at  10  per  cent.,  and  thus  the  estimated 


annual  surplus  would  roughly  measure  the  base  value 
as  under : — 


Surplus 
Base  value 
Surplus 
Base  value 
Surplus 
Base  value 


£ 

10,000 

85.000 

50.000 

425.000 

150.000 
1,275,000 


16.293.  (37)  This  suggests  a reasoned  method  of 
estimating  base  values.  In  each  case  the  estimated 
life  of  the  proposition  is  twenty  years,  and  therefore, 
in  computing  the  annual  profits  for  Income  Tax  pur- 
poses, expired  capital  outlay  on  the  base  value 
should  be  charged  against  revenue  and  allowed  as  a 
deduction  for  Income  Tax  purposes  equal  to  one- 
twentieth  of  the  base  value,  namely,  either  £4,250, 
£21,250,  or  £63,750,  as  the  case  may  be. 

16.294.  (38)  In  drawing  up  the  profit  and  loss 
account  showing  the  amount  of  profit  available  for 
division  among  the  proprietors,  due  regard  must  be 
had  to  the  question  of  the  amount  which  has  been 
paid  to  the  vendors  by  the  company  for  the  mining 
rights,  and  which  amount  may  be  either  more  or  less 
than  the  computed  base  value.  This  is  merely  a 
question  of  finance,  and  the  proper  determination 
of  the  proportion  in  which  the  annual  profits,  as  they 
actually  arise  year  by  year,  are  to  be  allocated. 
Inoome  Tax  is  assessable  on  true  economic  profit  as 
it  arises  year  by  year,  and,  as  already  stated,  this 
must  differ  from  the  amount  of  annual  profits  which 
are  properly  available,  for  division  among  the  pro- 
prietors of  a mining  enterprise,  whenever  the  vendor 
has  received  an  amount  which  is  either  more  or  less 
than  the  base  value. 

16.295.  (39)  The  pro  forma  balance  sheets  and  profit 
and  loss  accounts,  set  out  below,  illustrate  four 
mining  propositions — A,  B,  C and  D — each  having  a 
different  base  value.  In  each  case  the  estimated 
average  capital  outlay,  exclusive  of  base  value,  is  the 
same,  namely,  £100,000. 

16.296.  (40)  It  will  be  observed  in  column  A that 
the  estimated  average  annual  results  over  the  esti- 
mated life  period  of  20  years  provide  no  surplus,  being 
only  sufficient  to  pay  the  normal  rate  of  interest  on 
capital  which  is  here  assumed  to  be  10  per  cent.  In 
this  case  therefore  the  base  value  was  nominal,  and 
for  Income  Tax  purposes  no  effective  deduction  of 
expired  capital  outlay  on  base  value  would  have  been 
claimed  in  computing  the  profits.  The  company  carry- 
ing on  undertaking  A might  have  paid  £20,000  (not 
shown  on  the  pro  forma  balance  sheet)  for  the  mining 
rights,  and  in  such  case  there  should  be  deducted  from 
revenue  each  year,  in  computing  the  amount  available 
for  distribution  (but  not  for  Income  Tax  purposes), 
a sum  to  refund  to  the  company  the  £20,000  so  paid 
to  the  vendor,  this  being,  in  fact,  a payment  by  the 
company  in  advance  out  of  the  profits  expected  to 
arise  during  the  20  years  from  the  venture,  and, 
therefore,  as  these  profits  arise,  a portion  of  them 
should  be  applied  in  reduction  of  the  payment  so  made 
in  advance. 

16.297.  (41)  In  columns  B,  C and  D,  the  amount 
actually  paid  for  mining  rights  by  an  undertaking 
carrying  on  either  of  the  enterprises  here  illustrated 
may  be  either  more  or  less  than  the  computed  base 
value  of  the  mining  rights.  In  any  case,  where  an 
undertaking  has  paid  less  than  the  computed  base 
value,  it  will  be  in  a position  to  distribute  to  the  pro- 
prietors a larger  sum  as  profits  each  year  than  the 
profits  upon  which  it  should  pay  Income  Tax ; but 
when  an  undertaking  has  paid  to  the  vendor  for  min 
ing  rights  an  amount  greater  than  the  base  value  i+ 
should,  if  soundly  financed,  distribute  a less  sum  out 
of  the  profits  of  each  year  than  the  amount  upon 
which  it  will  properly  be  assessed  to  Income  Tax. 


Cost  of  shaft  sinking  and  access. 

16,298.  (42)  Main  shafts,  main  adits,  and  other 
underground  works  and  surface  developments  fall 
strictly  under  the  head  of  “ plant,”  but,  for  the  pur- 
poses of  measuring  annual  depreciation  thereon  this 
kind  of  property  should  be  treated  separately  and 


MINUTES  OF  EVIDENCE. 


815 


9 October , 1919.] 


Mr.  P.  D.  Leake. 


[ Continued . 


the  outlay  should  be  gradually  refunded  out  of 
revenue  receipts  in  the  proportion  which  the  quantity 
of  the  product  won  each  year  bears  to  the  estimated 
total  quantity  to  which  access  is  expected  to  be  gained 
by  such  works. 

Cost  of  plant  other  than  shaft  sinking  and  access. 

16,299  (43)  The  legal  definition  of  plant  in  Income 
Tax  practice  has  hitherto  been  far  too  narrow.  Plant 
comprises  in  fact  all  perishable  material  property 
applied  to  the  purpose  of  seeking  profits  other  than 
that  primarily  intended  for  resale.  It  therefore  in- 
cludes all  buildings,  plant,  machinery,  fixtures  and 
furniture  and  all  surface  works,  reservoirs,  water  ser- 
vice, railways  and  railway  sidings,  roads,  bridges, 
works,  stations,  and,  as  stated  above,  main  shafts,  and 
adits,  fall  strictly  within  the  definition  of  plant.  The 
cost  of  plant  includes,  of  course,  freight,  foundations 
and  installation. 

16.300.  (44)  In  measuring  the  annual  depreciation 
(expired  capital  outlay)  of  plant  by  far  the  nearest 
approach  to  accuracy  is  obtained  by  estimating  the 
efficient  whole-life  period  in  years  of  each  class  of 
plant  with  due  regard  to  all  known  facts  as  well  as  to 
future  probabilities  and  distributing  the  cost,  less  the 
estimated  remainder  value,  to  future  revenue  accounts 
in  equal  instalments  over  each  year  of  the  estimated 
whole-life  period.  The  cost  of  all  renewals  would  then 
be  charged  to  plant  account  and  not  to  revenue  ac- 
count. The  cost  of  current  maintenance  and  repairs 
would  be  charged  to  revenue  account  each  year.  It  is 
claimed  that  the  present  principles  of  Income  Tax 
should  be  so  modified  as  to  admit  the  definition  of 
plant  as  stated  above,  and  that  the  annual  deprecia- 
tion of  plant  should  be  measured  by  reference  to  the 
cost  and  efficient  whole-life  period  and  not  by  refer- 
ence to  a percentage  applied  to  the  reducing  balance 
of  cost. 

Cost  of  development. 

16.301 . (45)  The  cost  of  development  of  ore  is  al- 
ready allowable  as  a deduction  in  computing  annual 


profits  for  Income  Tax  purposes,  but  the  present  prac- 
tice is  not  satisfactory. 

Amortisation  and  material  wasting  assets. 

16.302.  (46)  In  measuring  the  annual  deduction  to 
be  allowed  for  expired  capital  outlay  on  all  material 
wasting  assets  the  method  known  as  “ amortisation  ” 
should  never  be  used.  Amortisation  means  to  redeem 
by  a sinking  fund,  which  entails  the  provision  of  a 
minimum  annual  sum  which,  if  invested  annually  to 
accumulate  at  compound  interest,  will  produce  the 
amount  required  at  the  end  of  the  given  period.  In 
the  case  of  value  locked  up  in  material  wasting  assets, 
no  interest  is  in  fact  earned,  and  deduction  on  this 
basis  is  unsound  and  inadequate. 

Three  years’  average  system. 

16.303.  (47)  In  computing  the  annual  profits  to  be 
assessed  to  Income  Tax  the  method  of  determining 
these  by  reference  to  an  amount  equal  to  the  average 
of  the  profits  of  the  past  three  years  should  be  abol- 
ished, and  the  actual  profits  of  the  last  complete 
year  ended  prior  to  the  commencement  of  the  year  of 
assessment  should  be  substituted.  Annual  losses  should 
be  cumulative  and  should  be  deducted  from  the  profits 
of  subsequent  years,  the  balance  of  such  profits  only 
being  chargeable  with  Income  Tax. 

Payment  of  annual  Income  Tax  in  two  instalments. 

16.304.  (48)  In  view  of  the  high  rate  of  Income  Tax, 
the  payment  of  the  whole  amount  of  the  assessment 
in  one  sum  in  or  about  the  month  of  January  each 
year  is  often  found  to  be  inconvenient  by  mining 
companies.  It  is  suggested  that  the  Income  Tax 
should  be  payable  half-yearly  in  two  equal  instalments 
falling  due  in  January  and  July.  This  would  corre- 
spond with  the  common  practice  of  paying  the  arnual 
dividend  in  two  amounts,  one  being  an  interim  and 
the  other  a balance  dividend. 


Pro  forma  balance  sheet. 


Capital  required  (ex- 

A. 

B. 

C. 

D. 

A. 

B. 

r. 

D. 

elusive  of  base  value) 

£100,000 

£100,000 

£100,000 

£100,000 

Mining  rights  base  value 

£1 

£85,000 

£425,000 

£1.275,000 

Reserve 

1 

85,000 

425,000 

1,275,000 

Shaft  sinking  and  access 

25.000 

25,000 

25,000 

25,000 

Creditors  

50,000 

50,000 

50,000 

50,000 

Plant  

25.000 

25,000 

25,000 

25,000 

Development  

50.000 

50,000 

50.000 

50,000 

Stocks,  debts  and  cash... 

50,000 

50,000 

£0,000 

50,000 

£150,001 

£235,000 

£575,000 

£1,425,000 

£150,001 

£235.000 

£575.000 

£1,425,000 

Pro  forma  profit  and  loss  account. 

Estimated  average  annual  results  over  estimated  life  period  of  twenty  years. 


Cost  of  production  and 
marketing  after  ad- 
justing unsold  stocks, 
excluding  deprecia- 
iiou  on  base  value  ... 
[ntereston  capital,  10% 
Surplus  

£90,000 

10,000 

£90,000 

10,000 

10,000 

£90,000 

10,000 

50,000 

£90,000 

10,000 

150,000 

Sales  of  product 

...  £100,000 

£110,000  £150,000 

£250,000 

£100,000 

£110,000 

£150,000 

£250,000 

£100,000 

£110,000  £150,000 

£250,000 

The  base  value  com- 
puted as  equal  to 
present  value  of  the 
annual  surplus  over 
the  period  of  twenty 
years  discounted  at 
10%  per  annum  ... 

£85,000 

£425,000 

£1,275,000 

\This  concludes  the  evidence-in-chief.'] 

16,305.  Mr.  Kerly : You  are  familiar  with  our  prac- 
tice, Mr.  Leake.  We  have  had  the  advantage  of  your 
assistance  before.  I understand  the  gentlemen  who 
are  sitting  with  you  will  assist  you  on  any  particular 
point  which  may  arise  on  the  cross-examination,  and 
then  we  will  ask  them  separately  if  they  wish  to  add 
anything,  when  your  examination  is  completed.  We 


have  your  paper,  which  we  have  considered,  and,  in 
the  usual  way,  you  will  be  asked  such  questions  as 
may  occur  to  the  members  of  the  Commission? — Might 
I make  a short  statement  by  way  of  supplementing 
one  or  two  points,  first? 

16,306.  Very  well? — I wanted  to  say  that  the  in- 
terests represented  by  us  this  afternoon  cover  some 
hundreds  of  millions  of  pounds  of  capital ; they  are 
very  extensive.  It  will  be  seen,  from  the  nature  of 
the  evidence  which  has  been  put  in,  that  it  is  fully 
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recognized  by  the  Institution  that  there  is  need  of 
efficient  safeguards  against  the  evasion  of  Income  Tax 
which  might  be  practised  if,  in  computing  annual 
profits  for  the  purpose  of  assessment  to  Income  Tax, 
deduction  is  allowed  for  depreciation  of  mining  rights, 
without  some  drastic  check  on  the  value  put  upon 
those  rights.  The  consideration  paid  by  a company 
to  a vendor  purports  to  be  the  value  of  the  mining 
rights,  and  this  may  generally  be  so,  but  there  is 
nothing  to  prevent  an  amount  of  consideration  being 
paid  by  rash  and  over  credulous  speculators  sufficient 
to  include  the  “ base -value  ” as  defined  plus  a large 
sum  on  account  of  expected  future  profits.  Any 
amount  by  which  the  consideration  paid  to  the  vendor 
exceeds  the  base  value  must  be  presumed  to  be  the 
present  value  of  part  of  the  expected  profits  of  future 
years.  This  excess,  although  pure  profits  in  the  hands 
of  the  vendor,  would  not  be  chargeable  with  British 
Income  Tax  in  his  hands  unless  he  is  *a  dealer  in 
mining  properties,  but  if  and  when  the  expected 
profits  "(of  which  part  may  have  been  so  paid  to  the 
vendor  in  advance  of  arising)  are  actually  earned  by 
the  company,  they  will,  to  the  extent  that  the  vendor 
has  not  been  assessed  thereon,  be  properly  chargeable 
in  the  hands  of  the  company  with  Income  Tax.  In 
speaking  of  pure  profits,  the  amount  is,  of  course, 
after  providing  for  depreciation  of  base  value.  It 
often  happens  that  the  consideration  paid  to  a vendor 
consists  partly  of  cash  and  partly  of  fully  paid  shares, 
or  it  may  consist  wholly  of  fully  paid  shares,  which, 
again,  may  be  either  preference,  ordinary,  or  deferred. 
How  then  is  the  value  of  this  consideration  to  be 
determined,  except  by  having  regard  to  the  base  value 
to  be  estimated  by  reference  to  all  the  known  facts? 
At  any  time,  in  any  difference  of  opinion,  one  is 
always  driven  back  on  to  the  facts  in  any  particular 
case,  and  on  to  the  question  of  what  is  the  base 
value.  I should  like  to  refer  for  a moment  to  the 
rough  illustration  of  base  value  which  is  contained 
in  the  evidence-in-chief.  In  the  illustration  of  the 
method  of  computing  the  base  value  of  mining  rights 
set  out  in  the  evidence-in-chief,  the  estimated  annual 
surplus  has  in  each  case  been  simply  discounted  at 
10  per  cent,  per  annum.  This  method  provides  for 
the  payment  of  interest  at  10  per  cent,  per  annum 
cn  the  capital  represented  by  the  base  value  over 
the  life  of  the  mine,  and  it  also  provides  for  the 
replacement  of  the  base  value  by  a sinking  fund 
accumulating  also  at  10  per  cent.  AVill  you  please 
notice,  in  the  case  that  we  have  taken  in  out  illus- 
tration, the  rates  are  10  per  cent,  and  10  per  cent. — 
the  same  rates  ? An  alternative  method  is  to  provide 
for  interest  at  10  per  cent,  per  annum  on  the  capital, 
and  for  the  accumulation  of  a sinking  fund  at  a lower 
rate,  say,  5 per  cent,  per  annum.  These  alternative 
methods  in  the  case  of  a mining  proposition  with 
an  estimated  average  annual  surplus  of  £10.000,  which 
is  the  second  illustration  given,  I think  under 
column  B in  the  evidence,  where  also  there  is  an 
expected  life  of  20  years,  give  the  following  results 

16.307.  I am  afraid  you  are  embarking  upon  some- 
thing we  shall  find  it  very  difficult  to  follow.  You 
seem  to  me  to  be  not  merely  adding  a little  bit  to 
vour  evidence,  but,  unless  I misappreciate  what  is 
happening,  you  are  really  adding  a new  mass  of 
evidence-in-chief  whicih  we  cannot  - possibly  follow, 
especially  as  you  read  it  out.  You  seem  to  have  it 
written  before  you.  We  cannot  follow  it;  we  have 
not  had  an  opportunity  of  considering  it,  and  we 
shall  hardly  have  an  opportunity  of  testing  it.  It 
is  very  unfortunate  that  vou  should  desire  to  supple- 
ment your  already  somewhat  voluminous  evidence  on 
this  scale? — I submit  that  though  this  is  somewhat 
difficult  to  follow.  I am  afraid,  in  a spoken  state- 
ment, it  is  likely  to  clear  up  and  shorten  the  necessary 
cross-examination,  because  this  point  that  I am  now 
endeavouring  to  deal  with  is  a point  which  is  likely 
to  be  raised  in  cross-examination,  and  if  it  is  not 
raised,  I think  it  is  material  really  to  explain  our 
case  in  the  clearest  possible  way,  so  that  it  may  receive 
consideration  when  it  is  available  in  its  full  and 
printed  form. 

16.308.  How  was  it  that  it  was  not  put  in  as  part 
of  the  proof? — As  you  say,  we  already  had,  unfortu- 
nately, a verv  long  statement,  and  wo  wwW  no 
much  as  possible  to  avoid  overloading  it.  If  I mav 
venture  to  say  so,  I am  putting  carefully  considered 


statements,  which  we  think  will  be  of  use  to  the  Com- 
mission in  clearing  up  what  we  regard  as  quite 
important  points.  These  are  not  statements  which 
are  likely  to  prove  of  no  particular  use. 

16.309.  No,  I am  not  suggesting  that,  but  what 
I am  suggesting  is  that,  having  furnished  us  with 
a proof,  you  now  appear  to  me,  so  far  as  I have 
followed  you,  to  be  about  to  supplement  it  with  some- 
thing of  comparable  length  which  is  to  a great  extent 
new  matter? — This  is  on  a very  important  matter. 

16.310.  Perhaps  then  we  had  better  leave  this  and 
proceed  to  the  discussion  of  what  you  have  supplied 
us  with,  and  then  we  will  see  if  there  is  an  oppor- 
tunity, or  if  you  still  desire  to  add  something  at  the 
end  of  the  examination? — As  you  please,  but  if  you 
could  give  me  10  minutes,  I think  we  should  ‘ save 
half  an  hour  or  more  in  cross-examination. 

16.311.  I have  had  the  advantage  of  listening  to 
you  before,  and  I do  not  think  that  10  minutes  will 
get  you  any  considerable  way  ? — I can  assure  you  that 
it  will  not  be  long,  because,  as  you  say,  I have  it  in 
notes  here. 

16.312.  Mr.  Walker  Clark : Would  it  be  possible  to 
have  it  sent  in  to  the  Commission  afterwards,  and 
printed? — My  point  is  that  I am  sure  it  will  shorten 
our  meeting. 

16.313.  Mr.  Kerly : Cannot  you,  instead  of  reading 
to  us  an  address,  just  tell  us  the  points  which  you 
want  to  add  to  what  we  have  already  got?  I tell  you 
frankly  that,  although  I am  accustomed  to  following 
statements,  I could  not  follow  it  as  you  were  reading 
it,  and  if  I am  in  that  position  I do  not  think  my 
fellow  members  are  likely  to  be  -better  off? — It  is  a 
very  obscure  point,  but  it  is  a point  that  we  cannot 
avoid  if  we  are  to  understand  this  subject.  Perhaps 
I might  say  this.  Whether  we  discount  the  estimated 
annual  surplus  at  10  per  cent,  simply,  as  we  have 
done,  or  whether  we  discount  it  at  10  per  cent,  and 
provide  for  the  accumulation  of  a sinking  fund  at 
5 per  cent.,  we  regard  as  immaterial  for  the  purpose 
of  illustration.  We  have  taken  the  simplest  method 
of  discounting  it  at  10  per  cent,  to  show  the  principle. 

16.314.  I want  to  save  time  if  I can.  I will  give 
you  till  ten  minutes  past  three,  which  will  be  seven 
minutes  more,  and  we  will  see  how  far  we  can  get  with 
your  statement? — Thank  you.  I leave  that  point  now 
and  go  on  to  another  point,  the  last  point,  which  is 
very  important,  and  that  is  this:  that  in  mining 
valuation  the  question  of  the  use  of  annual  interest 
is  a difficult  subject.  In  roughly  measuring  the  base 
value  of  a mining  proposition  or  mass-unit,  the  in- 
terest element  must  be  brought  in.  It  is  clear  that 
the  present  value  of  a mining  proposition  expected 
to  yield  an  average  annual  surplus  of  £10,000, 
amounting  over  a period  of  20  years  to  £200,000,  is 
nearer  to  £85,000  than  it  is  to  £200,000.  This 
£85,000  is  an  approximation  to  the  present  exchange- 
able value  of  the  whole  mass-unit,  and  -is  capital. 
Having  once  agreed  upon  the  exchangeable  or  base 
value  of  a mining  proposition  or  mass-unit,  either  for 
the  purpose  of  sale  and  purchase,  or  for  the  purpose 
of  computing  the  future  annual  profits  for  division 
between  parties  interested,  the  base  value  so  agreed 
should  be  treated  as  the  purchase  price  at  so  much 
per  ton  of  the  mineral  contents  estimated  to  be  con- 
tained in  the  mass-unit.  When  the  proposition  be- 
comes, as  it  has  now  become  after  sale  and  purchase, 
a profit-seeking  undertaking,  different  considerations 
apply,  and  no  question  of  annual  interest  can  arise. 
The  mine  owner  has  bought  the  mass-unit  and  taken 
it  off  the  market  to  be  gradually  destroyed,  or  used 
up  in  the  process  of  profit-seeking.  That  mass-unit 
is  no  more  on  the  market  for  sale  and  purchase  as 
such.  It  has  now  become  a store  of  material  forming 
part  of  the  capital  of  the  profit-seeking  undertaking, 
and  the  profit  earned  over  the  whole  period  of  work- 
ing the  venture,  which  may  extend  to  a number  of 
years,  will  represent  the  only  possible  interest.  Pro- 
fit is  interest.  In  computing  his  annual  profit  the 
profit-seeker  recognizes  the  fact  that  in  earning  his 
annual  revenue  over  the  period,  he  has  to  deal  with 
buyers  on  the  metal  market,  and  that  the  metal 
which  he  wins  in  the  last  year  of  the  20  years’ 
period  will,  other  things  remaining  equal,  command  no 
larerer  price  than  metal  which  he  wins  in  the  first  year 
of  the  period.  The  metal  broker  pays  the  same  price 
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for  metal  whether  the  profit-seeker  is  working  a mine 
which  is  20  years  old  or  one  year  old.  An  example 
may  be  given  of  this  essential  difference  between  the 
exchangeable  value  of  a mass-unit  which  is  for  sale 
on  the  market,  and  the  surviving  value  as  a material 
wasting  asset  after  it  is  definitely  dedicated  to  profit- 
seeking  and  is  being  used  up.  In  the  one  case  the 
time  of  possible  recovery  is  an  important  factor  in 
determining  the  value  to  the  purchaser  of  the  mass- 
unit;  in  the  other  case  it  is  immaterial  to  the  pur- 
chaser of  the  won  metal  whether  the  product  offered 
to  him  is  taken  from  a new  mine  or  from  a mine 
twenty  years  old.  Suppose  that  instead  of  a mine 
estimated  to  produce — after  providing  all  economic 
expenditure — an  average  annual  surplus  of  £10,000 
over  a period  of  20  years,  and  to  contain  200,000  tons 
of  mineral,  the  proposition  is  a vault  estimated  to 
contain  mineral  in  the  form  of  200,000  gold  sovereigns. 
It  is  expected  that  10,000  sovereigns  and  no  more  can 
be  recovered  each  year  during  a period  of  20  years. 
The  quantity  of  sovereigns  contained  in  the  vault  can 
only  be  estimated,  and  there  are  many  unknown 
factors  of  risk  connected  with  their  future  recovery. 
In  these  circumstances  an  adventurous  profit-seeker 
might  be  found  willing  to  pay  £85,000  for  what  may 
be  called  the  base  value  of  the  rights  to  seek  recovery. 
This  base  value  is  equal  to  8s.  6d.  for  each  sovereign 
supposed  to  be  contained  in  the  vault.  If  10,000 
sovereigns  are  in  fact  recovered  each  year  they  will 
represent  an  annual  surplus  of  £10,000.  This  £10,000 
should  be  applied  first  as  to  £4,250  to  refund  the 
cost  of  10,000  sovereigns  at  8s.  6d.  each.  The  balance 
only,  amounting  to  £5,750,  can  be  properly  computed 
as  profit.  Under  the  plan  of  amortising  the  capital 
of  £85,136  by  means  of  a sinking  fund  the  £10,000 
surplus  might  be  applied  as  to  £1,487,  the  annual 
instalment  of  a sinking  fund  which  if  invested  and 
accumulated  at  10  per  cent,  would  amount  at  the  end 
of  20  years  to  £85,136,  and  as  to  the  balance  of  £8,513 
as  profit.  But  the  exchangeable  value  of  10,000 
sovereigns  does  not  increase  with  the  lapse  of  time, 
and  therefore  the  profits  expected  to  be  earned  from 
the  recovery  of  the  sovereigns  in  later  years  must  not 
be  thus  appropriated  in  advance  of  their  arising. 

16.315.  Your  time  is  up,  and  I am  sorry  to  say  that 
with  the  best  will  in  the  world,  I think  my  original 
suggestion  was  right.  I have  tried ' to  follow  you, 
but  I have  not  yet  made  out  what  proposition  it  is 
you  are  putting  before  us  by  way  of  supplement? — 
T am  sorry  to  hear  that,  but  I think  that  that  state- 
ment is  material  and  is  what  .1  wanted  to  say,  and 
therefore  I am  quite  willing  to  leave  it  at  that.  I 
think  in  considering  the  evidence  that  further  state- 
ment will  be  of  use. 

16.316.  We  shall  have  it  on  the  notes.  The  fact 
is,  as  it  seems  to  me,  speaking  for  my  own  part,  your 
argument  is  of  a character  that  one  can  only  appre- 
ciate in  print? — I think  that  is  so.  I fully  under- 
stand that. 

16.317.  Mr.  Kerly : We  have  got  some  eleven  pages 
of  considering  and  shall  have  an  opportunity  of  eon- 
of  considering  and  shall  have  an  opportunity  of  con- 
sidering again. 

16.318.  Mr.  McLintock  : Before  coming  to  the  main 
part  of  your  paper  there  are  two  points.  You  refer 
to  the  three  years’  average  system ; under  that  system 
at  present  how  many  years’  losses  do  you  recover? — 
Without  calculating  I could  hardly  tell  you. 

16.319.  I suggest  three? — Three  years’  loss? 

16.320.  Yes,  that  is  the  result  of  the  three  years’ 
average  system? — I should  rather  have  thought  two, 
but  I am  not  sure  without  making  the  calculation. 

16.321.  You  suggest  in  adopting  the  previous  years’ 
basis  that  losses  should  be  cumulaiive  for  all  time? — 
Yes. 

16.322.  I suggest  to  you  that  on  the  preceding  year 
basis  three  years’  losses  would  be  a reasonable  thing? 
— I am  unable  to  see  why  you  should  limit  it  to  three 
years’  losses. 

16.323.  You  are  asking  for  a departure  from  the 
three  years’  average  system  which  at  present  only 
gives  you  three  years’  losses.  There  has  never  been 
any  complaint  so  far  under  the  three  years’  average 
system  that  losses  were  not  made  up.  for  a longer 
period? — I would  suggest  this:  that  if  the  losses  are 


allowed  to  be  cumulative  over  an  unlimited  period 
we  should  still  be  taxing  all  annual  profits. 

16.324.  Your  view  is  then  that  to  allow  three  years’ 
losses  and  take  the  preceding  year  as  the  basis  of 
assessment  is  not  reasonable? — I think  that  that 
might  operate  to  cause  Income  Tax  to  be  levied  upon 
something  more  than  the  profits  of  the  taxpayer. 

16.325.  Then  you  refer  to  the  payment  of  the  tax 
in  two  instalments.  Take  the  year  1919 ; on  the  pay- 
ment of  dividends,  say  half-yearly  in  June  and 
December  of  1919,  the  company  retains  the  tax? — 
Yes. 

16.326.  And  it  pays  on  the  average  profits  of  the 
years  1916,  1917  and  1918? — Yes. 

16.327.  Do  you  suggest  that  a further  year’s  credit 
is  desirable,  or  an  extension  of  credit — an  extension 
of  the  time  for  payment  ? — I think  so,  because  it  may 
be  that  the  payment  due  to  fte  made  for  Income  Tax 
in  January  is  on  an  average  of  profits  very  much 
greater  than  the  dividends  which  are  being  paid  dur- 
ing the  current  two  half-years  and  which  enable 
the  company  to  deduct  Income  Tax  on  the  amount 
of  those  dividends. 

16.328.  The  profits  which  are  assessed  and  for  which 
the  tax  is  demanded  in  the  year  1920  are  the  profits 
of  the  years  1916,  1917  and  1918? — Yes,  and  may  be 
much  greater  than  the  profits  which  the  company  has 
distributed  in  two  half-yearly  instalments  at  the  pre- 
sent time. 

16.329.  Yes.  On  the  other  hand,  the  profits 
actually  earned  in  the  year  1919  may  be  very  much 
greater  than  the  assessment  on  which  the  tax  is  de- 
manded in  1920? — Yes.  That  works  out  on  the 
operation  of  the  law  of  average,  but  I suggest  that 
because  the  statutory  profits  for  the  current  year  are 
based  on  the  average  of  past  years  it  does  not  suggest 
for  a moment  that  the  taxpayer  is  in  arrears  in  pay- 
ing his  Income  Tax;  it  is  merely  that  this  is  the 
measure  for  the  current  year. 

16.330.  But  the  fact  remains  that  the  profits  which 
enter  into  the  computation  have  been  in  the  hands 
of  the  taxpayer  for  a considerable  period  of  time 
before  he  is  asked  to  pay,  and  in  addition  he  has 
deducted  tax  for  the  current  financial  year  from  all 
payments  of  dividends  and  interest  during  that  year. 
He  has  a substantial  portion  of  the  tax  in  hand  if  he 
has  paid  dividends  before  he  is  asked  to  pay  the  In- 
land Revenue? — I cannot  follow  that;  I do  not  agree 
with  that.  I disagree  with  it  because  when  a new 
company  starts  it  does  not  wait  two  or  three  years 
before  it  begins  to  pay  Income  Tax. 

16.331.  I suggest  to  you  that  a new  company  never 
pays  any  tax  on  its  first  year’s  profits  until  a con- 
siderable time  has  elapsed  after  they  have  been 
earned,  and  in  the  second  year  it  pays  on  the  preced- 
ing year’s  results,  while  in  the  third  year  it  pays  on 
the  average  of  the  first  two? — The  tax  for  the  year 
ended  5th  April,  1919,  for  instance,  is  due  three 
months  in  advance  of  the  end  of  the  year. 

16.332.  Did  you  ever  know  a new  company  pay  its 
tax  in  advance  of  the  period  of  earning  its  profit? — 
But  I cannot  help  thinking  that  it  operates  to  cause 
the  tax  to  be  paid  in  that  way.  The  tax  on  every 
year  of  the  existence  of  a company  very  soon  comes 
to  be  paid  three  months  before  the  expiration  of  that 
year.  It  may  be  that  there  is  a little  delay  in  the 
beginning  in  the  case  of  a new  company. 

16.333.  Assume  the  year  is  the  calendar  year  end- 
ing the  31st  December,  and  you  are  asked  to  pay  the 
tax  in  January.  Do  you  still  suggest  it  is  paid  three 
months  in  advance? — I would  rather,  if  I may,  in 
order  to  understand  it,  stick  to  the  Government 
year. 

16.334.  But  you  cannot;  it  is  not  reasonable  to  stick 
to  the  Government  year  when  the  company’s  year 
op  which  the  assessment  is  based  is  the  31st  December t 
— I think  the  difference  between  us  is  that  I am 
looking  at  the  fact  that  the  Income  Tax  is  payable 
for  a current  year  upon  income  measured  by  refer- 
ence to  something  back ; and  you  are,,  are  you  not, 
regarding  the  position  as  though  tax  was  only  being 
paid  on  the  income  of  those  back  years  in  the  later 
year?  That  I do  not  agree  with. 
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16.335.  Still  it  is  the  case,  nevertheless — I will  leave 
that  point.  In  your  paper  you  object  to  the  sinking- 
fund  basis? — Yes,  as  applied  to  material  wasting 
assets. 

16.336.  Would  you  consider  that  the  assets  of  a 
municipality  differ  in  any  way  from  what  you  term 
material  wasting  assets? — I should  have  to  ask  what 
they  consisted  of,  exactly. 

16.337.  Well,  what  is  the  basis  of  your  objection  to 
the  sinking  fund? — My  objection  to  the  sinking  fund 
in  the  case  of  material  wasting  assets  is  that  it 
operates  to  write  them  off  at  a retarded  rate  during 
the  earlier  years  of  the  life  and  at  an  accelerating 
rate  during  the  later  years. 

16.338.  That  is  your  objection? — Yes,  that  is  caused 
by  the  use  of  interest. 

16.339.  But  the  result  is  the  same  at  the  end  of 
the  life? — Yes,  at  the  end. 

16.340.  With  regard  4o  your  main  question  you 
set  forth  three  elements  as  entering  into  the  value 
or  the  price  paid  for  a mine? — Yes;  are  there  three? 

16.341.  You  refer  to  the  sum  paid  for  its  future 
earning  power  and  also  for  what  you  term  its  mining 
rights  base  value? — Yes. 

16.342.  Is  that  a description  entirely  of  your  own? 
-Base  value? 

16.343.  Mining  rights.  Base  value? — It  is  a de- 
scription adopted  as  a result  of  consideration  by  the 
Institution  of  Mining  and  Metallurgy,  acting  through 
a joint  committee  representing  the  mining  industry. 

16.344.  Let  us  take  your  illustration  B.  What  do 
you  suggest  has  been  paid  for  that  mine? — The  amount 
paid  for  it  is  not  shown  here,  but  we  have  shown  what 
may  be  computed,  for  the  reasons  given,  as  the  base 
value. 

16.345.  Let  us  get  this  more  in  line  with  an  ordinary 
everyday  transaction  such  as  we  are  concerned  with. 
In  the  illustration  B was  there  nothing  paid  for  the 
mine? — Well,  if  an  amount  equal  to  its  base  value 
was  paid  for  it,  then  £85,000  would  have  been  paid. 

16.346.  We  will  assume  that  the  right  to  work  this 
mine  cost  £85,000? — Yes,  probably,  it  did. 

16.347.  What  is  that  £85,000  exactly;  will  you  just 
tell  us? — That  is  the  present  exchangeable  value  of 
the  mining  rights  of  the  proposition. 

16.348.  In  other  words,  the  right  to  earn  future 
profits  ? — The  right  to  seek  for  the  minerals  for  profit- 
earning purposes. 

16.349.  You  mean  the  right  to  seek  for  minerals 
which  may  or  may  not  be  there? — Certainly. 

16.350.  Then  we  will  assume  they  find  them,  and 
and  they  proceed  to  work  and,  as  shown  in  the  table 
in  paragraph  39,  you  give  a pro  forma  mining 
account  ? — Y es . 

16.351.  In  which,  after  payment  of  outgoings,  ex- 
cluding this  depreciation  on  this  base  value,  you 
are  left  with  £20,000  of  profit? — Yes,  balance  of 
revenue,  not  net  profit. 

16.352.  What'  exactly  is  your  suggestion  for  taxa- 
tion purposes  with  regard  to  that  £20,000? — It  is 
clear  that  the  £10,000  interest  on  capital  plus  some- 
thing else  will  be  taxed. 

16.353.  £10,000  is  interest  on  £100,000,  but  the 
capital  sunk  in  this  mine,  of  course,  is  the  £185,000? 
— You  asked  what  was  my  suggestion  with  regard  to 
the  £20,000  surplus.  It'  is  this:  that  first  there  will 
be  deducted  the  depletion  of  the  base  value. 

16.354.  What  is  that  in  tnese  figures? — That  would 
he  at  the  rate  of  so  much  a ton  on  the  mineral  ex- 
tracted, that  rate  of  so  much  a ton  being  arrived  at 
by  reference  to  the  computed  exchangeable  value. 
£85,000  divided  by  the  estimated  number  of  tons  of 
minerals  which  are  contained  in  your  mine. 

16.355.  Still  we  want  to  get  at  some  practical  pro- 
posal which  can  be  put  into  operation  for  the  pur- 
pose of  levying  Income  Tax? — Certainly;  that  is 
what  we  are  endeavouring  to  suggest. 

16.356.  Mr.  Kerly : I do  not  know.  An  unkind 
critic  might  say  that  this  is  an  elaoorate  scheme  for 
preventing  any  mine  ever  in  any  circumstances  pav- 
ing Income  Tax? — I am  sorry  to  hear  that  remark. 
That  is  certainlv  pot  the  intention,  and  T do  not 
think  if  this,  method  could  be  a little  more  fully 
explained  vou  would  take  that  view  at  all. 

16.357.  T did  not  sav  T took  that  view ; please  do 
not  misunderstand  me ; but  that  is  what  you  have 


got  to  deal  with.  You  have  got  to  show,  and  I take 
it  Mr.  McLintock  is  cross-examining  you  to  see 
whether  there  is  any  practicable  method  of  applying 
your  scheme  so  as  to  make  a mine,  which  ought  to 
pay  Income  Tax,  pay  it? — Certainly. 

16.358.  Mr.  McLintoclc : Neither  of  these  figures 
that  you  have  given  us  there,  the  two  amounts  of 
£10,000,  have  any  relation  to  what  you  maintain  is 
the  taxable  profit  after  allowing  for  the  amortisation 
of  the  wasting  asset? — Those  figures  will  represent  the 
taxable  profit  after  the  depletion  of  the  mine  has 
been  deducted.  That  is  exactly  it. 

16.359.  Which  of  those  figures  represent  it? — The 
amount  of  them,  £20,000,  less  the  depletion  allow- 
ance. 

16.360.  In  other  words,  there  is  another  calculation 
still  to  be  made  to  arrive  at  the  amount'  to  be  taken 
off  the  £20,000,  the  balance  to  be  taxable? — Certainly, 
there  is  the  depletion  which  has  not  yet  been  included 
in  the  economic  cost  of  producing  the  revenue;  that 
is  so. 

16.361.  I gather  from  these  figures  that  the  only 
profits  which  would  be  taxed  would  be  the  profits 
representing  this  10  per  cent,  return  on  capital? — 
No,  that  it  not  the  intention  at  all. 

16.362.  Unless,  of  course,  the  mine  turned  out  to 
be  worth  more  than  your  estimated  base  value? — No. 
Assuming  that  the  mine  turned  out  to  be  exactly 
as  estimated,  the  amount  of  surplus  expected  to  be 
extracted  over  the  20  years  is  £200,000,  and  if  dur- 
ing each  year  of  the  twenty  years  one-twentieth  of  the 
total  tons  is  extracted,  then  one-twentieth  of  the 
estimated  base  value,  or  £4,250,  would  be  the 
depletion  allowance  according  to  our  view.  There- 
fore on  these  figures — which  unfortunately  are  not 
worked  out  in  such ' detail  as  perhaps  they  should 
have  been  to  illustrate  the  very  important  point  you 
are  raising — the  net  profit  which  would  be  taxable 
is  £20,000  less  £4.250. 

16.363.  May  I put  it  like  this?  Assume  that  column 
B represents  the  trading  results  of  a mining  under 
taking  and  that  at  the  end  of  the  year  there  is 
£20,000  profit? — Surplus  revenue,  not  profit. 

16.364.  All  right;  surplus  revenue.  You  mean- 
while have  arrived  by  this  peculiar  method  of  yours 
at  what  is  termed  mining  rights  base  value  and  it  is 
£85,000?— Yes. 

16.365.  And  you  have  bought  the  mine  on  that 
basis? — Yes. 

16.366.  You  wish  to  charge  against  the  £20,000 
each  year  for  20  years,  £4,250,  and  pay  tax  on  the 
balance? — Yes,  assuming  that  we  get  an  equal  pro- 
portion of  the  whole  contents  each  year. 

16.367.  Then  would  your  base  value  alter  from  time 
to  time  in  the  light  of  the  further  knowledge? — 
Certainly  the  base  value  might  require  adjustment— 
I mean  that  if  there  were  sufficiently  important  fresh 
discoveries  or  acquisition  of  further  knowledge  the 
facts  might  be  the  subject  of  a review  of  the  base 
value  by  the  authorities  who  would  adjudicate  upon 
those  subjects. 

16.368.  Then  you  would  set  up  some  special  court 
of  experts  to  consider  all  mining  propositions  and  to 
go  into  this  mining  rights  base  value,  I suppose,  once 
a year? — We  have  suggested  in  the  course  of  the 
evidence  the  great  importance  and  the  necessity  of 
setting  up  a permanent  Commission  of  technical 
advisers  to  consider  these  important  questions  which 
must  be  determined  before  we  can  measure  the 
profits  which  we  have  got  to  divide  with  the  State. 

16.369.  Could  you  not  suggest  some  simpler  and 
more  easily  understood  method  of  giving  an  allow- 
ance for  wasting  assets?  —T  think  it  is  admitted  that 
this  class  of  wasting  assets  is  undoubtedly  the  most 
difficult  even  among  wasting  assets  which  are  in 
themselves  very  difficult  to  deal  with.  This  is  an 
attempt  at  a logical  method  of  computing  what  un- 
doubtedly is  exchangeable  value,  and  is  capital  re- 
lating to  these  enterprises,  and  it  is  put. forward  by 
the  Institution  after  the  most  careful  consideration. 
We  think,  if  we  mnv  sav  so.  that  it  is  a considerable 
advance,  at  any  rate  as  a beginning,  upon  anv  sug- 
gestions that  have  been  made  up  to  the  present  time. 
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16.370.  That  is  assuming  an  allowance  for  wasting 
assets  for  Income  Tax  purposes  is  admitted  in  prin- 
ciple, this  is  your  considered  suggestion  as  to  how  it 
should  be  carried  out? — That  is  so. 

16.371.  Take,  for  example,  your  £85,000  of  mining 
rights  base  value.  Would  it  not  be  equally  satisfac- 
tory to  suggest  that  a sum  should  accumulate,  say 
at  the  rate  of  interest  of  6 per  cent.,  during  the  life 
of  the  mine,  would  not  that  work  quite  as  well? — 
No,  I cannot  see  any  logical  data  upon  which  you 
could  found  such  a method  of  estimating  base  value. 
We  are  proposing  to  use  this  method,  in  conjunction 
with  all  the  facts  and  the  reports  and  the  use  of  all 
the  accumulated  statistics  which  would  be  available. 

16.372.  You  do  seriously  suggest  that  the  ascertain- 
ment of  the  mining  rights  base  value  is  something 
that  can  be  easily  arrived  at  annually? — Not 
annually,  but  which  can  be  arrived  at  approximately 
and  sufficiently  nearly  lor  the  purpose,  and  we  are 
glad  to  be  able  in  furtherance  of  that  view  to  point 
to  the  fact  that  in  the  United  States  they  have  got 
a provision  recognizing  that  that  base  value  is  ascer- 
tainable and  that  the  depletion  of  the  base  value  is 
to  be  allowed  as  a deduction  before  charging  Income 
Tax. 

16.373.  You  have  got  a statement  anyhow  in  the 
United  States  Revenue  Act;  you  do  not  know  how 
it  works  in  practice? — We  do  not  know  at  present 
how  it  has  worked  out  in  practice.  Information  of 
that  sort,  of  course,  would  be  sought  and  we  should 
perhaps  gain  some  valuable  information  upon  that. 

16.374.  Your  mining  rights  base  value,  I take  it, 
approximates  to  what  they  term  in  the  American  Act 
the  fair  market  value? — That  is  so,  of  course. 

16.375.  Professor  Pigou : I did  not  gather,  in  read- 
ing your  evidence,  that  the  base  value  was  to  change ; 
that  rather  modifies  the  questions  that  I wanted  to 
ask.  I understand  that  the  base  value  which  is  to 
depend  on  the  estimated  average  capital  outlay  and 
on  the  estimated  life  of  the  mine  is  to  be  calculated 
differently  each  year? — No,  that  is  not  intended  at 
all.  We  think  that  in  practice  it  would  be  perhaps 
rarely  necessary  for  either  side  to  apply  for  an  adjust- 
ment of  the  base  value,  but  it  is  undoubtedly  neces- 
sary to  contemplate  that  adjustments  might  have  to 
be  made.  In  dealing  with  questions  of  this  kind  1 
think  that  one  is  always  apt  to  fear  more  difficulties 
as  likely  to  arise  than  do  in  fact  arise  in  practice. 
For  instance,  in  the  case  of  the  Excess  Profits  Duty 
the  pre-war  standard  is  frequently  altered,  but  it 
has  worked  admirably,  and  Mr.  Kerly  is  very  familiar 
with  that  question.  I do  not  think,  as  far  as  I am 
aware,  that-  any  serious  difficulties  have  arisen  in 
dealing  with  these  necessary  adjustments,  and  1 
think  that  the  pre-war  standard,  as  influenced  bj 
increase  or  decrease  of  statutory  capital,  and  so  on, 
is  far  more  likely  to  cause  constant  recourse  to  the 
Board  of  Referees  than  would  be  adjustments  in  the 
base  value  of  mining  rights  to  the  proposed  perma 
nent  Commission.  A substantial  alteration  in  the 
outlook  of  a mine  would  no  doubt  be  likely  to  cause 
it  to  be  necessary  to  go  before  the  permanent  Com- 
mission which  we  have  suggested. 

16.376.  Your  answer  to  my  question  put  more 
shortly  is  that  the  base  value  is  not  to  be  recalcu- 
lated every  year  but  at  intervals?— To  be  recalculated 
if  and  when  fresh  discoveries  or  greater  knowledge 
render  it  necessary. 

16.377.  It  would  then  have  to  be  recalculated  often 
if  a mine  were  sold  in  a very  early  stage  before  any- 
body knew  much  about  it  and  new  information  came 
along? — Probably  it  would. 

16.378.  When  the  recalculation  took  place  the  result 
would  be,  would  it  not,  that  if  a mine  were  discovered 
to  be  much  more  valuable  than  had  been  expected  the 
amount  of  tax  that  the  mine  would  pay  would  bo 
diminished  because  the  allowance  for  base  value  would 
be  increased? — But  if  the  base  value  increased  the 
balance  of  profit  would  also  increase  because  the  two 
things  are  computed  to  run  parallel. 

16.379.  Not  necessarily,  if  the  base  value  is  partly 
dependent  on  the  estimated  length  of  life  of  the  mine. 
Information  might  suggest  that  the  life  would  be 
longer  while  the  current  profits  remained  the  same? — 
I follow,  but  if  the  life  is  likely  to  be  longer,  that 
means  a larger  content,  and  therefore  as  the  claim  for 


depletion  is  based  on  the  number  of  tons  extracted, 
it  would  not  increase  the  charge  for  depletion  for  the 
year,  but  merely  extend  it  over  a longer  number  of 
years. 

16.380.  Then  when  the  recalculation  was  made 
would  an  allowance  be  made  in  the  case  of  a coal  mine 
for  changes  in  the  price  of  coal? — For  ordinary  ups 
and  downs  in  the  market  due  to  the  factors  mentioned 
in  the  evidence-in-chief  no  allowance  would  be  made ; 
it  would  only  be  a question  of  a permanent  alteration 
in  the  general  level  of  prices. 

16.381.  But  for  a permanent  alteration  in  the  price 
of  coal  the  base  value  would  be  changed  ? — I think  so, 
if  it  was  a permanent  alteration — if  there  was  a per- 
manent alteration  since  the  date  when  the  base  value 
was  fixed,  yes. 

16.382.  Supposing  that  the  price  of  coal,  for  ex- 
ample, were  to  double,  would  you  not  get  a rather 
excessive  allowance,  because  profits  would  presumably 
double  when  the  price  of  coal  doubled.  Would  it  not 
mean  that  your  allowance  would  be  increased  very 
extensively  ? — I think  that  if  we  contemplate  the  pos- 
sibility of  the  price  of  coal,  for  instance,  doubling 
permanently  it  alters  the  whole  economic  value  of 
everything,  and  I am  not  at  all  sure,  in  order  to  do  the 
same  justice  that  you  did  before,  that  it  would  not 
involve  the  increase  of  other  values  including  the  base 
value. 

16.383.  But  the  base  value  would  increase  on  your 
system ; it  would  double.  My  point  is  that  if  the  base 
value  were  doubled  and  therefore  the  allowance  were 
doubled,  and  owners’  profits  were  not  doubled,  presum- 
ably you  would  obtain  a larger  proportionate  alloiv- 
ance  of  tax? — I think  that  would  be  a matter  which 
would  have  to  be  considered  by  the  permanent  Com- 
mission, but  I am  not  quite  clear;  if  there  was  a per- 
manent doubling  in  the  price  of  coal,  I am  inclined  to 
think  that  it  would  mean  that  all  other  commodities 
and  all  prices  and  values  would  tend  to  double. 

16.384.  That  may  be  or  may  not  be,  of  course.  You 
admit  the  difficulty  ?— I quite  admit  that.  That  is  one 
of  the  things  that  would  have  to  be  considered  by  the 
permanent  Commission. 

16.385.  And  a thing  that  complicates  the  problem?— 
It  does,  undoubtedly. 

16.386.  Another  point:  when  your  revision  of  the 
base  value  took  place  that  would  imply,  of  course,  that 
the  base  value  as  calculated  before  was  wrong? — Yes, 
from  lack  of  knowledge. 

16.387.  Would  you  in  the  allowance  made  in  the 
future  make  any  adjustment  to  correct  those  previous 
errors? — No.  I imagine  that  a permanent  Commis- 
sion, such  as  we  suggest,  would  have  to  consider  the 
matter  from  that  point  onwards. 

16.388.  There  would  be  no  adjustment  for  the 
errors? — I should  think  not,  but  these  are  matters 
that  we  were  suggesting  should  be  in  the  power  of 
the  permanent  Commission  to  deal  with. 

16.389.  Of  course,  the  drift  of  my  question  is  rather 
to  suggest  the  extremely  complicated  part  that  this 
Commission  would  have  to  undertake.  Passing  from 
that,  besides  the  allowance  for  base  value  you  also 
propose  that  when  a mine  has  been  sold  for  £150,000 
by  a dealer  who  paid  £100,000  for  it,  and  that 
£50,000  profit  of  the  dealer  bore  tax,  then  the  future 
mine  owner  should  get  off  the  corresponding  amount 
of  taxation  ? — Yes. 

16.390.  And  your  argument  is  that  the  £50,000  that 
the  dealer  gets  is  discounted  in  future  profits  of  the 
mine? — That  it  is  included  in  future  profits  of  the 
mine. 

16.391.  And  therefore  they  must  not  be  taxed 
twice  ? — Yes. 

16.392.  If  one  pursues  that  a little,  of  course  the 
dealer’s  profit  might  be  counted  as  payment  for  the 
work  and  risk  he  undertook? — Yes. 

16.393.  If  you  admit  that,  how  do  you  distinguish 
the  case  of  a mine  from  such  a case  as  this : sup- 
posing a hotel  company  gets  a builder  to  build  a hotel 
for  them,  would  you  allow  the  hotel  company  to  get 
off  tax  in  respect  of  the  profits  paid  to  the  builder  for 
his  work  in  building  the  hotel? — I should  certainly 
say  that  before  computing  the  profits  of  the  hotel 
company  they  must  be  allowed  depletion  or  deprecia- 
tion on  their  hotel,  which  cost  them  a sum  including 
the  builder’s  profits. 
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16.394.  That  is  a different  point.  Would  you  say 
that  if  the  builder’s  profits  were  £50,000  the  hotel 
company  was  to  be  allowed  to  deduct  from  its  taxa- 
tion basis  the  interest  on  £50,000  P — I think  it  would 
come  out  in  that  way.  That  £50,000  of  profit  made 
by  the  builder  would  be  part  of  the  cost  of  the  hotel, 
which  is  a wasting  asset,  and  before  arriving  at  the 
profits  of  the  hotel  company  for  taxation  the  depre- 
ciation of  that  wasting  asset  should  be  allowed. 

16.395.  But  would  you  distinguish  between  the  case 
of  a hotel  company  that  built  its  own  hotel  and  a 
hotel  company  which  bought  its  hotel  from  a dealer, 
as  you  do  in  the  case  of  a mine;  the  two  things  are 
really  analogous  ? — I cannot  very  clearly  see  the  issue 
there.  If  the  hotel  company  built  the  hotel  it  would 
be  undertaking  a builder’s  business  and  would  pre- 
sumably have  made  £50,000  of  profit.  In  that  case, 
I suppose,  it  might  be  taxed  on  the  £50,000  instead 
of  the  builder. 

16.396.  Mr.  Kerly : No,  because  the  profit  is  not 
realized  by  anybody. 

16.397.  Professor  Pigou : Take  another  case.  Sup- 
• posing  that  I buy  from  a stock  and  share  broker 

stocks  and  shares  for  so  much.  He  makes  a profit  of 
so  much  on  the  sale  of  those  shares.  Am  I going  to 
say  that  the  future  interest  that  I get  on  those  stocks 
and  shares  ought  to  be  let  off  taxation  because  they 
have  already  been  taxed  in  the  profits  that  this  stock- 
broker gets?— No,  but  I venture  to  think  that  the 
two  things  are  not  parallel. 

16.398.  Your  argument  is  that  those  future  profits 
have  already  been  taxed  once  on  the  taxation  of  the 
profits  of  the  dealer? — Yes. 

16.399.  Surely  the  same  thing  holds  whether  it  is 
a dealer  in  mines  or  a dealer  in  stocks  and  shares, 
or  a dealer  in  anything  else?— To  go  back  to  the  hotel 
company,  where  a builder  has  made  £50,000  we  tax  the 
builder  on  that  £50,000,  but  we  ought  not  to  tax  the 
hotel  company  on  its  receipts  until  all  costs  of  carry- 
ing on  the  hotel,  which  includes  the  £50,000,  have 
been  allowed  for  in  the  form  of  annual  depreciation. 

16,400  But  you  are  proposing  to  treat  the  £50,000 
profit  differently  from  the  part  of  the  cost  of  the  hotel 
that  is  not  builder’s  profits  ?— In  the  case  of  the  mine 
our  suggestion  is  that  prima  facie  the  cost  to  the 
buyer  will  be  the  base  value,  but  we  must  have  some 
means  of  checking  that,  and  that  is  why  we  have 
endeavoured  to  outline  the  method  by  which  the  base 
value  can  be  arrived  at.  In  the  case  that  you  spoke 
of,  £150,000  has  been  paid  to  the  vendor,  but  it  is 
proved  that  the  base  value  is  only  £100,000;  there- 
fore somebody  must  pay,  we  admit,  Income  Tax  on 
the  £50,000,  either  the  vendor,  if  he  be  a dealer  in 
such  property  and  is  therefore  assessable  under  the 
Income  Tax  Acts,  or  otherwise  the  company.  If  the 
vendor  receives  the  £50,000  as  a casual  profit  he  will 
not  have  paid  Income  Tax  upon  it,  and  therefore  we 
do  not  ask  in  that  case  that  the  purchaser,  being  the 
company,  should  be  allowed  depletion  on  any  more 
than  £100,000. 

16.401.  I fully  see  your  argument,  but  what  I am 
suggesting  to  you  is  that  your  argument  logically 
shouM  be  extended,  and  that  if  it  was  extended  to 
other  things  than  mines  it  would  not  commend  itself 
to  common  sense?— I must  confess  I cannot  see  that; 

, pa,n°ot  follow  that,  and  with  submission  I do  not 
think  it  is  so. 

16.402.  Very  well,  pass  to  another  point.  Would 
this  proposal  be  retro-active?  Supposing  you  have 
got  a mine  which  has  already  been  bought  from  a 
dealer  the  dealer  getting  £50#0O.  Would  you  now 
proceed  to  let  off  that  mine  in  respect  of  that  £50,000, 
or  would  it  only  apply  to  mines  that  are  going  to  be 
bought  from  dealers  in  the  future?— I think  that 
under  our  proposals  every  mining  enterprise  would 
have  the  right  to  claim  to  prove  its  base  value,  and  I 
think  that  in  each  case  where  there  is  a claim  it 
would  be  necessary  to  consider  the  whole  of  the  facts. 
Those  facts  that  you  speak  of  would  have  to  be 
gone  into  at  that  time. 

16.403.  Supposing  you  have  two  mines,  both  of 
which  paid  £150,000  for  their  property;  one  bought 
from  a dealer  and  the  other  bought  from  an  owner. 
We  will  assume  they  are  exactly  similar  and  at 


present  they  pay  the  same  taxation.  Would  you 
proceed  to  reduce  the  taxation  on  the  mine  that  was 
bought  from  the  dealer? — I should  inquire  in  each 
oase  along  the  lines  set  out  in  the  evidence-in-chief, 
what  was  the  base  value  in  each  case. 

16.404.  But  granting  the  base  value  is  £100,000  in 
each  case  but  that  one  was  bought  from  a dealer 
and  the  other  was  bought  from  the  owner? — Then  1 
should  say  that  the  one  who  bought  it  from  the 
owner  could  only  be  allowed  depletion  on  £100,000. 

16.405.  Then  in  fact  you  would  proceed  to  reduce 
the  taxation  on  the  one  that  had  been  bought  from 
the  dealer?*— On  the  ground  that  the  dealer  had 
already  paid  Income  Tax,  certainly. 

16.406.  But,  of  course,  that  is  an  event  of  the  past. 
Would  it  not  be  rather  paradoxical  to  do  that  if 
those  two  mines  were  exactly  the  same,  on  the  mere 
fact  that  50  years  ago  one  was  bought  from  a dealer 
and  the  other  was  bought  from  an  owner? — I think 
not,  because  the  fact  that  the  owner,  who  was  not 
liable  for  Income  Tax,  had  refused  to  take  less  than 
£150,000,  upon  which  he  knew  he  would  not  have 
to  pay  Income  Tax,  and  that  the  dealer,  though  ho 
had  to  pay  Income  Tax,  was  willing  to  accept  £150,000, 
shows  that  the  two  mines  were  not  of  equal  value. 

16.407.  Not  necessarily  ?— That  I think  we  must 
assume,  because  one  got  the  amount  net  and  the 
other  did  not.  I think  that  is  a fair  answer. 

16.408.  Anyway  that  only  refers  to  a small  part  of 
the  sum? — Yes. 

16.409.  You  have  got  two  mines  exactly  alike.  On 
your  argument  it  seems  to  me  that  the  one  which 
perhaps  100  years  ago  happened  to  be  bought  from  a 
dealer  while  the  other  was  bought  from  an  owner, 
would  now  suddenly  get  a kind  of  present  which  the 
other  would  not  get;  that  would  surely  be  un- 
necessary?— But  I plead  for  this  answer.  It  seems 
to  me  that  if  one  had  paid  Income  Tax  on  the 
amount  he  received  and  the  other  did  not  have  to 
pay  Income  Tax,  then,  if  they  both  received  the  same 
amount,  it  would  show  that  the  value  of  the  mines 
was  not  identical,  because  it  is  theoretically,  at  any 
rate,  a question  of  the  net  amount  that  each  of  the 
vendors  received.  They  did  not  receive  the  same 
net  amount. 

16.410.  Mr.  Kerly:  If  I may  interrupt  for  one 
moment,  your  proposition  seems  to  come  to  this,  that 
although  two  mines  are  sold  for  the  same  sum,  where 
the  vendor  of  one  carries  on  the  business  of  selling  the 
mines  and  the  vendor  of  the  other  does  not,  you  are 
to  infer  that  they  are  of  different  values? — Yes, 
because  one  receives  a less  net  sum  than  the  other. 

16.411.  Does  not  that  really  dispose  of  the  matter? 

16.412.  Professor  Pigou:  It  explains  the  argument, 
but  I do  not  think  it  warrants  a difference  of  treat- 
ment. I do  not  think  I want  to  pursue  that  any 
further. 

16.413.  Mr.  Birley:  Following  out  what  Professor 
Pigou  has  been  saying,  assume  a mine  has  been  bought 
on  the  assumption  that  it  has  a 20  years’  life,  and 
assume  that  some  arrangement  has  been  made  for  not 
taxing  some  of  your  surplus  revenue,  so'  as  to  pay 
for  the  wasting  asset.  Say  five  years  have  gone  by, 
and  during  those  five  years  this  allowance  has  been 
made,  that  is  to  say,  so  much  of  the  surplus  profit 
has  not  been  taxed  to  allow  for  the  amortisation? — 
Yes. 

16.414.  Then  it  is  found  that  a miscalculation  was 
made,  and  there  are  a further  20  years  of  life.  The 
first  oompany  then  sells  to  another  company  on  the 
assumption  that  there  is  another  20  years.  The 
seoond  company  under  your  scheme,  I take  it,  would 
be  equally  justified  in  asking  for  the  same  allowance 
on  the  assumption  of  20  years  as  the  first  company? — 
Probably,  because  the  fact  is  that  the  original  com- 
putation of  its  value  was  too  small. 

16.415.  But  my  point  really  is  this,  where  does  the 
Inland  Revenue  come  in? — They  would  be  getting 
their  tax  upon  the  profits. 

16.416.  But  they  would  have  made  allowances  for 
more  than  the  original  amount.  They  would  have 
made  five  years’  allowances  for  the  first  company 
and  then  have  to  begin  all  over  again  ? — I think  not, 
because  the  discovery  of  the  longer  life  means  the 
discovery  of  a greater  value,  out  of  which  more  profits 
will  arise. 
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16.417.  I assume  that  at  the  end  of  the  five  years  it 
is  found  that  there  is  the  same  life,  and,  therefore, 
the  same  value  as  there  was  in  the  beginning?— Yes. 

16.418.  The  first  company  sells  to  another  company, 
so  that  the  second  company  has  to  arrange  for  its 
life  over  20  years? — Yes. 

16.419.  It  seems  to  me,  according  to  your  scheme, 
there  is  nothing  for  it  but  for  the  Inland  .Revenue 
to  lose  pretty  heavily  over  the  transaction? — I do 
not  think  so,  because  it  means  that  the  proposition 
was  really  a 25  years’  proposition  instead  of  a 
20  years’  proposition. 

16.420.  But  tho  allowance  was  not  made  on  that 
assumption? — It  was  first  made  on  20  years’  life; 
but  the  fact  that  the  mine  is  likely  to  be  a longer- 
lived  mine,  means  that  the  contents  are  greater. 

16.421.  Yes,  but  it  also  means  that  a greater  allow- 
ance than  the  full  base  value  at  the  beginning  is 
made  by  the  end  of  the  whole  period? — I am  afraid 
I do  not  follow  that;  I do  not  think  that  would 
be  so. 

16.422.  Mr.  Kcrly : I want  to  ask  you  one  question, 
and  I think  it  is  the  only  question.  The  actual  cost 
paid  for  a mine  is  to  be  a factor  in  determining  your 
base  value? — I think  an  important  factor,  yes. 

16.423.  And  the  greater  the  sum  paid  for  the  mitie 
the  greater  the  allowance  against  any  actual  profits 
before  you  arrive  at  assessable  profits? — Provided  that 
the  sum  paid  is  found  to  be  the  base  value. 

16.424.  It  will  be  a distinct  advantage  to  sell  a 
jnine  which  is  worth  £100,000  for  £200,000,  payable 
to  the  vendor  in  shares? — I do  not  see  why  it  should 
he  an  advantage. 

16.425.  Yes,  because  it  is  nominally  of  double  the 
value? — -But  that  would  be  knocked  to  pieces  when 
it  came  before  the  permanent  Commission. 

16.426.  Very  well.  In  some  cases,  at  any  rate,  you 
are  to  disregard  the  actual  cost? — You  always  dis- 
regard the  actual  cost. 

16.427.  No,  pardon  me,  I think  you  began  by  say- 
ing that.  If  you  say  you  disregard  the  actual  cost, 
then  the  point  I have  in  mind  disappears.  I thought 
the  actual  cost  was  a very  important  factor  in  your 
base  value? — May  I explain.  I think  that  prima 
facie  the  cost  paid  to  the  vendor  is  the  present 
exchangeable  or  base  value,  but,  knowing  as  we  do 
that  it  is  quite  possible  to  inflate  that  amount,  we 
should  only  say  that  in  honest  concerns,  if  I may 
put  it  in  that  way,  it  would  probably  be  the  base 
value,  but  it  would  always  be  a question  of  going 
behind  that. 

16.428.  It  really  does  not  assist  us  to  talk  about 
honesty  where  you  are  dealing  with  an  essentially 
speculative  proposition,  does  it? — I quite  agree;  we 
do  not  ivant  to  use  that  word.  I only  suggest  that 
prima  fade  the  amount  paid  for  a thing  is  its 
exchangeable  value,  but  we  do  not  want  to  take  that 
at  too  much  weight  in  this  case. 

16.429.  In  most  of  the  cases  which  you  are  dealing 
with  so  far  as  the  cost  of  the  property  is  concerned 
you  are  dealing  first  with  a property  which  is  highly 


speculative,  and  secondly  with  a purchase  price  paid 
in  shares  to  the  vendor? — Yes. 

16.430.  And  I suggest  to  you  that  in  those  circum- 
stances the  purchase  price  is  very  little  to  do  with 
any  actual  value? — Well,  that  is  rather  a reflection 
upon  the  mining  industry,  which  I think  is  rather 
sweeping. 

16.431.  Will  you  agree  to  this,  that  if  instead  of 
having  shares  of  one  denomination  you  have  shares 
of  a different  denomination  with  a beneficial  result 
on  your  future  Income  Tax  you  are  likely  to  have 
such  a selection  made  as  will  be  most  beneficial  for 
your  future  Income  Tax? — I think  that  no  such 
arrangement  which  might  be  made  with  an  eye  upon 
the  question  of  Income  Tax  would  prevail  to  the 
advantage  of  the  parties,  because  they  would  always 
have  to  prove  the'  reasonableness  of  their  claim  for 
base  value. 

16.432.  Very  well.  Then  is  this  involved  in  the 
practical  working  of  your  scheme,  that  some  indepen- 
dent body  is  to  be  employed  to  estimate  the  value  of 
a mine,  the  probable  amount  of  mineral  remaining 
to  be  gained  from  the  mine,  and  the  probable  number 
of  years  it  will  take  to  get  it  all  out? — That  is  so, 
and  the  necessary  evidence  is  obtainable  from  the 
engineers  concerned  with  the  mine. 

16.433.  Do  you  really  suggest  to  this  Commission 
that  those  three  problems  can  be  satisfactorily  solved 
with  regard  to  the  average  mine? — We  think  that  if 
they  can  be  so  well  solved  as  to  induce  people  to  risk 
their  capital  in  such  enterprises  it  does  not  lie  with 
those  who  share  in  the  profits  of  the  enterprises  to 
say  that  the  problems  are  unsolvable  for  the  purpose 
of  measuring  the  annual  profits. 

16.434.  Very  well,  an  argumentative  answer,  at  any 
rate.  Does  any  of  the  other  gentlemen  desire  to  add 
anything  to  any  of  your  evidence? — They  say  not, 
thank  you.  With  regard  to  one  question,  might  I 
just  mention  the  cost  of  development  which  we  have 
not  referred  to  to-day? 

16.435.  Where  do  you  deal  with  that?— It  is  in 
paragraph  45  in  the  evidence  of  the  Institution. 
Professor  Louis,  who  was  before  you  recently,  has 
developed  that  subject  very  considerably. 

16.436.  Yes,  we  had  him,  as  you  know? — We  should 
like  to  say  that  we  are  in  entire  agreement  with  what 
he  has  said  on  that  subject.  I should  like  also  as 
likely  to  be  of  use  to  the  Commission,  to  put  in  a 
short  statement  by  Mr.  G.  F.  Dawkins,  of  the  Con- 
solidated Gold  Fields  of  South  Africa,  Ltd.,  which 
shows  in  illustrated  form  the  view  of  the  Institution 
as  to  how  the  annual  allowance  for  development  should 
be  dealt  with.  [See  Appendix  No.  26.] 

16.437.  Very  well,  we  will  put  that  in  as  an  appen- 
dix to  your  evidence.  We  are  always  glad  to  have 
such  matters  in  writing.  It  is,  as  you  will  under- 
stand, difficult,  as  I told  you  earlier,  where  we  have 
a verbal  supplement  to  evidence,  to  deal  with  it  at 
all? — I quite  understand. 

16.438.  Mr.  Kerly : We  are  very  much  obliged  to 
you. 


I E IlASLll1  on  behalf  of  the  British  Medical  Association,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

16,439'.  (1)  Innumerable  accretions,  legislative  and 
administrative,  have  led  to  such  complication  in  the 
return  for  assessment  of  Income  Tax  that  it  is  almost 
impossible  for  the  busy  medical  practitioner  to  nuake 
the  return  unaided.  Foirm  No.  11 — itself  a four- 
page  document — is  accompanied  by  four  closely 
printed,  small  type,  foolscap  pages  of  explanation. 

To  fill  in  tho  usual  claim  for  exemption,  abatement 
or  reduction  of  tax'  a doctor’s  professional  income 
must  be  returned  on  the  average  of  the  three  pre- 
ceding years.  His  income  from  any  public  office 
must  be  returned  on  the  actual  income  of  the  year. 
His  income  from  property  must  be  returned  at  the 
amount'  of  the  Schedule  A assessment  on  the  property 
concerned.  His  income  from  occupation  of  land  must 
be  returned  at  double  the  annual  value  of  the  land. 
His  income  from  taxed  dividends  must  be  returned 
at  the  actual  income  of  the  year  of  assessment  (an 


unknown  quantity).  His  income  from  untaxed  divi- 
dends and  interest  must  be  returned  at  the  amount 
received  in  the  year  preceding  the  year  of  assessment. 
And  the  charges  on  his  income  must  be  returned  at 
the  actual  charges  for  the  year  of  assessment. 

16.440.  (2)  Further  complication  arises  from  the 
number  of  forms  which  many  taxpayers  are  asked  to 
fill  up.  Thus  many  doctors  are  asked  to  fill  up  a 
Schedule  D return,  and  a Schedule  E return,  and 
may  be  requested  to  make  a Super-tax  return ; should 
the  doctor  be  entitled  to  repayment  for  any  cause, 
he  may  be  required  to  fill  in  many  other  forms  before 
repayment  is  obtained.  Owing  to  want  of  acquain- 
tance with  the  technicalities  of  Income  Tax  law  and 
administration,  the  returns  made  by  individuals  may 
be  erroneous  in  either  direction,  leading  in  the  one 
case  to  loss  of  revenue  to  the  Government,  and  in 
the  other  to  excessive  assessment'  of  the  individual. 

16.441.  (3)  In  practice  the  complicated  procedure 
leads  to  inequality  of  assessment  and  injustice,  and 
involves  many  taxpayers  in  the  expense  of  employing 
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an  accountant'.  In  the  case  of  medical  practitioners 
inequalities  in  assessment  arise  from: 

(a)  The  “ three  years’  average  ” for  professional 

incomes.  The  inequalities  due  to  different 
modes  of  assessment  have  already  been 
pointed  out.  The  income  of  the  previous 
year  can  easily  be  ascertained;  further  the 
year  following  a year  when  Drofits  were 
high  is  more  favourable  for  the  payment 
of  a large  Income  Tax,  and  vice  versa. 

(b)  The  “ Depreciation  ” allowances.  Schedule 

D is  divided  into  six  cases.  Case  I refers 
to  profits  derived  from  trade,  manufacture, 
adventure  or  concern.  Case  II  relates  to 
profits  derived  from  any  profession,  em- 
ployment or  vocation  not  contained  in  any 
other  schedule.  Thus  professional  men  are 
assessed  under  Case  II.  Rule  6 of  Schedule 
D,  Cases  I and  II  of  the  Income  Tax  Act, 
1918,  provides  that  “ in  charging  the  pro- 
fits  or  gains  of  a trade  under  this 
“ Schedule,  such  deduction  may  be  allowed 
“ as  the  commissioners  having  jurisdiction 
“ in  the  matter  may  consider  just  and 
“ reasonable,  as  representing  the  dimin- 
“ ished  value  by  reason  of  wear  and  tear 
during  the  year  of  any  machinery  or 
‘‘  plant  used  for  the  purpose  of  the  trade, 
and  belonging  to  the  person  by  whom  it 
‘‘  carried  on.”  The  Inland  Revenue 
have  always  held  that  this  Rule  only 
applies  to  Case  I,  and  that  it  is  not  appli- 
cable to  Case  II.  This  is  a distinct  hard- 
ship as  between  one  taxpayer  and  another, 
since  many  professional  men  now  use  a 
considerable  amount  of  machinery,  such  as 
motor  cars,  and  X-ray  and  other  costly 
electrical  apparatus.  Allowances  for  re- 
newals and  replacements  do  not  meet  the 
case.  A man  setting  up  in  practice  spends 
a considerable  sum  on  the  purchase  of  a 
car,  on  apparatus  and  on  fittings  for  his 
surgery.  No  allowance  can  be  claimed  at 
a time  when  he  is  building  up  a practice, 
and  requires  all  the  relief  and  assistance 
he  can  obtain.  And  if  for  any  reason  he 
retires  from  practice  before  renewals  are 
necessary,  for  example  in  five  years,  he 
obtains  no  relief  whatever  for  the  dimin- 
ished value  of  a car  by  reason  of  wear  and 
tear  over  the  period.  It  is  submitted  that 
Case  II  should  be  treated  in  the  same  way 
as  Case  I,  in  this  matter  of  depreciation. 

{c)  The  depreciation  of  wasting  assets.  At 
present  there  is  no  provision  in  Income  Tax 
law  for  granting  to  any  taxpayer  an  allow- 
ance in  respect  of  depreciation  of  wasting 
assets.  This  hardship  particularly  affects 
doctors  who  have  to  pay  a heavy  premium 
for  their  leases,  as  is  the  case  in  certain 
areas. 

(d)  The  joint  assessment  of  partnerships.  Part- 
ners are  practically  compelled  to  obtain  full 
particulars  of  the  assessment  of  the  part- 
nership from  the  Surveyor,  and  to  ask  him 
to  allocate  between  the  partners  the  net 
duty  charged,  according  to  their  individual 
liability.  At  the  present  time,  when  there 
are  varying  rates  of  tax  according  to  the 
individual’s  total  income,  and  various 
reliefs  on  each  partner’s  taxed  income 
allowed  against  the  assessment  on  the  firm, 
each  partner  is  practically  compelled  to  dis- 
close to  the  other  partners  full  details  of 
his  private  income,  thus  doing  away  more 
or  less  with  the  confidential  nature  of  the 
return.  It  would  be  greatly  to  the  con- 
venience of  the  taxpayer  if  each  partner 
were  assessed  separately. 

(«)  The  deduction  of  a proportion,  not  exceeding 
two-thirds,  of  the  rent  of  a dwelling  house 
for  purposes  of  business.  Inequality  arises 
from  the  fact  that  the  amount  allowed  in 
eaoh  area  is  determined  by  Local  Commis- 
sioners, between  whom  no  common  standard 
exists. 


(/)  Relief  in  respect  of  children,  in  view  of  the 
heavy  cost  of  professional  education  and 
training,  considerable  extension  is  needed 
both  in  the  sum  upon  which  relief  is 
allowed  and  with  regard  to  the  income 
limit.  A professional  man  who  wishes  to 
do  justioe  to  his  children,  and  to  bring 
them  up  in  his  own  station  in  life  is  par- 
ticularly hard  hit.  The  trader  has  a busi- 
ness, with  equipment  and  stock,  etc.,  to 
leave  for  his  children ; the  professional  man 
must  invest  his  savings  in  their  education. 
A further  but  subsidiary  point  in  this  con- 
nection is  that  the  trader’s  own  business 
capital  yields  a rate  of  interest  which 
forms  part  of  his  business  profits;  the  whole 
of  these  profits  are  treated  as  “ earned  ” 
income,  whereas  the  professional  man’s 
savings  being  invested  outside  his  business 
are  treated  as  unearned. 

16.442.  (4)  The  Council  of  the  British  Medical 
Association  strongly  supports  the  proposals  of  the 
Board  of  Education  with  regard  to  relief  in  respect 
of  children. 

16.443.  (5)  To  sum  up,  the  British  Medical  Associa- 
tion submits  the  following  suggestions : — 

(1)  that  the  filling  up  of  return  forms  would  be 

much  simplified  if  the  income  were  re- 
turned on  the  basis  of  the  income  received 
for  the  year  preceding  the  year  of  assess- 
ment. The  basis  to  be  uniform,  as  far  as 
possible,  for  all  sources  of  income; 

(2)  that  one  form  only  should  serve  for  assess- 

ment under  any  Schedule,  for  Super-tax, 
and  also  for  repayment  where  the  taxpayer 
is  so  entitled ; 

(3)  that  depreciation  of  machinery — such  as 

motor  cars  and  electrical  plant — should  be 
allowed  in  Case  II  as  in  Case  I ; 

(4)  that  partners  should  have  the  right  to  be 

separately  assessed; 

(5)  that  there  should  be  uniformity  of  treatment 

in  the  deduction  of  a proportion  of  the 
rent  of  a dwelling  house  used  for  purposes 
of  business; 

(6)  that  relief  in  respect  of  children  should  be 

allowed  in  the  manner  recommended  by  the 
Board  of  Education. 

[This  concludes  the  evidence-in-chief.~\ 

16.444.  Mr.  Kerly : You  are  giving  evidence  on 
behalf  of  the  British  Medical  Association? — Yes. 

16.445.  As  we  all  know,  that  practically  represents 
all  doctors,  I suppose? — Our  membership  is  about 
22,000,  with  about  16,000  in  the  United  Kingdom. 
Every  medical  man  is  not  a member  of  it,  but  it 
largely  represents  medical  men. 

16.446.  Has  your  paper,  which  is  quite  short  and 
perfectly  plain,  been  approved  on  behalf  of  the  Asso- 
ciation?— Yes;  the  Council  of  the  Association  deputed 
four  members,  the  editor  of  the  Journal,  by  whom 
many  inquiries  about  these  questions  are  naturally 
received,  and  three  other  members  of  the  Council; 
we  having  power  to  act. 

16.447.  Mr.  Walker  Clark:  In  paragraph  3 (a.) 
with  regard  to  taking  the  previous  year  rather  than 
the  three  years’  average,  you  suggest  the  income 
of  the  previous  year  can  easily  be  ascertained? — We 
are  speaking  from  our  point  of  view — much  more 
easily  ascertained. 

16.448.  Is  it  not  a fact  that  sometimes  the  previous 
year’s  income  has  not  been  actually  received? — Some 
of  the  debts  are  not  received,  but  one’s  experience 
is  that'  money  that  is  not  received  within  a short  time, 
is  not  received  at  all.  Our  bad  debts  are  very  heavy. 

16.449.  My  point  was  really  this.  It  is  your  con- 
sidered opinion  that  the  previous  year’s  income  would 
be  a fair  thing,  rather  than  the  average? — Yes. 

16.450.  Notwithstanding  the  fact  that  so  large  a 
proportion  of  debts  are  in  account? — Yes. 

16.451.  It'  would  need  adjustment  in  many  cases, 
would  it  not? — I may  tell  you  that  in  certain  dis- 
tricts the  average  of  money  received  has  been 
accepted  from  doctors  by  Surveyors  of  Taxes. 
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16.452.  That  was  the  very  point  1 wanted  to  come 
tor' — it  may  seem  to  be  unbusinesslike,  but  1 was 
rather  surprised  at  evidence  given  to  us  that  that 
was  a tact. 

16.453.  My  point  is  whether  it  is  the  one  year’s  cash 
receipts,  or  whether  it  is  the  one  year’s  income? — 
Here  we  suggest  cne  one  year's  income,  but  in  going 
into  this  question,  one  was  really  surprised  to  hear 
from  one  doctor,  who  was  in  a large  partnership  with 
three  partners,  that  as  a matter  ol  fact  what  they 
actually  received  was  accepted  on  an  average  from 
year  to  year  by  the  Surveyor. 

16.454.  Is  your  proposal  tbe  income,  or  the  cash 
receipts? — Our  experience  is  this.  1 can  speak  very 
strongly  from  my  own  experience.  What  1 do  not 
receive  within  the  first  month  or  two  months,  1 would 
sell  at  a very  large  discount;  I would  take  a very 
small  amount  for  it.  What  we  find  is  this.  When  a 
professional  man  has  made  a very  good  year,  he  would 
much  sooner  pay  a large  Income  Tax  the  following 
year,  when  he  has  got  the  money,  than  to  have  it 
carried  over. 

16.455.  That  is,  his  receipts  rather  than  his  income? 
— Yes,  that  is  on  his  receipts  more  than  on  his  income. 

16.456.  The  point  with  me  is  whether  it  would  not 
be  a hardship  in  many  cases  to  have  the  Income  Tax 
levied  upon  the  previous  year  immediately,  because 
of  the  lengthy  credit  which  is  necessarily  given  by 
some  men.  Have  your  Council  considered  that  point? 
— ITiey  have  considered  it,  and  they  still  adhere  to 
that;  they  were  very  strong  on  that  point. 

16.457.  In  paragraph  3 (fa),  you  suggest  that  allow- 
ances for  renewals  and  replacements  do  not  meet  the 
case,  taking  into  account  all  the  elaborate  apparatus 
and  machinery  which  is  now  required  in  doctors’ 
laboratories  and  surgeries? — Yes. 

16.458.  Is  there  no  allowance  now  made? — Only  for 
replacements  and  renewals. 

16.459.  There  is  an  actual  allowance  made  for  re- 
placements and  renewals? — Yes. 

16.460.  When  they  do  not  exceed  a very  excessive 
amount? — A young  doctor  starting  practice  has  de- 
preciation of  those  appliances,  but  he  does  not  get 
any  redress  until  he  has  to  renew  them.  Take  a 
motor-car ; a man  has  his  motor-oar ; he  runs  that 
inetor-car  for  six  years.  Allowing  a motor-car  to  cost 
£600,  and  allowing  £100  a year  for  depreciation,  he 
receives  nothing  annually  for  that  depreciation,  but 
at  the  end  of  six  years,  when  he  is  taking  anoHier 
car,  he  is  allowed  so  much  for  the  renewal  minus 
scrap  value;  and  then  that  is  distributed  over  three 
years ; the  average  of  three  veal’s  comes  in  again. 

16.461.  If  he  had  hired  a car  from  someone  else, 
who  had  had  to  stand  that  charge,  he  would  have 
included  the  hire  in  his  expenses? — Yes. 

16.462.  It  is  grossly  unfair  as  against  the  private 
owner,  compared  with  the  hirer? — I do  not  know  thai 
I have  thought  of  that  point. 

16.463.  But  it  is  so,  is  it  not?  The  hirer  of  the 
car  has  the  advantage  of  deducting  the  expenses?— 
Yes. 

16.464.  Whereas  the  owner  of  the  car  has  no  such 

corresponding  advantage? — That  is  so.  We  suggest 
that  we  should  be  treated  exactly  the  same  as 
others.  . . 

16.465.  You  suggest  in  paragraph  3 (d)  that  it  is 
a great  difficulty  to  the  taxpayer  that  each  partner 
is  not  assessed  separately.  Of  course,  at  present 
each  partner  can  be  assessed  separately,  but  the 
partnership  is  lumped  together  in  order  to  allocate 
the  proper  rate  of  tax? — The  partners  are  assessed 
jointly. 

16.466.  Do  you  mean  that  the  partnership  is 
divided  into  two,  and  the  income  is  equally  divided, 
or  divided  according  to  the  terms  of  the  partner- 
ship?— According  to  the  terms  of  the  partnership. 
Under  the  present  position,  the  junior  may  know 
exactly  the  private  income  of  his  senior.  It  is  felt 
that  that  is  not  right.  Income  Tax  is  supposed  to  be 
a private  question. 

16.467.  Mr.  Armitag  e-Smitli : If  a doctor  keeps 
a motor-car,  and  it  costs  him  £200  a year  to  run, 
he  is  allowed  to  deduct  that  £200  from  his  assess- 
able income,  is  he  not? — The  actual  running  costs  of 
it,  yes;  for  the  chauffeur  and  the  petrol,  certainly. 


16.468.  In  your  paragraph  5 (5)  you  suggest  that 
there  should  be  uniformity  of  treatment  in  the 
deduction  of  a proportion  of  the  rent  of  a dwelling- 
house  used  for  purposes  of  business.  Do  you  say 
that  there  should  be  a fixed  proportion? — What  we 
have  found  is  that  in  certain  districts  some  doctors 
are  allowed  so  much — two-thirds — for  their  rent,  and 
others  are  allowed  only  one-third  of  the  expenses  of 
their  houses. 

16.469.  You  suggest  a fixed  proportion? — I think 
it  should  be  uniform,  and  not  necessarily  left  to  the 
views  of  the  local  Surveyor. 

16.470.  But  do  not  circumstances  vary  very 
greatly?  For  instance,  you  can  conceive  of  a doctor 
who  spends  his  week-ends  in  the  country,  who  has 
only  one  small  sleeping  room  and  a large  consulting 
room,  and  another  doctor  who  has  a consulting  room 
of  the  same  size  and  a large  house  in  which  he  re- 
sides ? — Suppose  he  has  a separate  consulting  room 
away  from  his  residence.  I take  it  that  the  cost  of 
that  consulting  room  would  be  entirely  a cost  to  his 
practice.  Take  a Harley  Street  man ; the  man  laving 
in  Harley  Street  will  pay  a large  rent  because  he 
has  his  business  premises  with  his  residence.  Another 
man  will  have  his  consulting  room  in  Harley  Street, 
and  perhaps  live  out  in  St.  John’s  Wood  or  Hamp- 
stead, as  many  do;  his  expenses  are  not  so  great. 

16.471.  I am  puzzled  by  your  request  for  uni- 
formity of  treatment,  if  uniformity  is  to  be  inter- 
preted as  a fixed  ratio  of  rent. 

16.472.  Mr.  Kerly : Your  suggestion  means  the 

exact  contrary,  does  it  not?  You  want  some  general 
principle.  You  do  not  want  to  have  a fixed  propor- 
tion of  the  rent? — I must  confess  that  there  are 
various  views  as  to  that. 

16.473.  Mr.  Armitag e-Smith : The  point  I am  try- 
ing to  put  is  that  uniformity  of  treatment  leads  to 
the  exactly  opposite  result  to  fixed  ratio,  but  the  wit- 
ness tells  me  that  a fixed  ratio  is  what  he  desires. 

16.474.  Mr.  Kerly : I quite  follow  you,  but  I 

thought  Dr.  Haslip  was  not  following  you. 

16.475.  Mr.  Armitag  e-Smith  : I think  that  is  so, 

and  I am  trying  to  help  him.  (To  Witness) : Will 
you  tell  me  what  you  do  want?  Would  it  meet  your 
difficulty  if  the  exact  allowance  was  left  to  be  deter- 
mined by  the  Inland  Revenue,  within  a prescribed 
limit? I think  so;  I think  that  would  be  satisfac- 

tory- 

16.476.  Mr.  Walker  Clark  : Is  not  that  the  practice 
now  ? 

16.477.  Mr.  Kerly : The  allowance  may  be  up  to 
two-thirds. 

16.478.  Mr.  Walker  Clark : The  practice,  at  any 
rate,  in  our  district  is  that  in  the  case  of  a man  whose 
residence  has  his  consulting-room  attached,  a very 
much  larger  allowance  is  made  than  if  the  consulting- 
room  is  apart  from  his  residence.  If  it  is  apart  from 
his  residence,  the  actual  rent  is  clear,  but  if  it  is  part 
of  his  domestic  residence,  it  is  up  to  two-thirds,  vary- 
ing with  the  circumstances  in  each  case.  We  have 
had  several  appeals  on  that  very  ground  ?— There  has 
been  dissatisfaction  over  it. 

16.479.  Mr.  Walker  Clark  : Yes,  there  has. 

16.480.  Mr.  Armitag  e-Smith : Do  you  really  desire 
a fixed  ratio,  or  the  other?— I think  there  should  be 
uniformity  of  treatment  to  some  extent. 

16.481.  Professor  Pigou:  In  paragraph  3 (/), 

li  relief  in  respect  of  children,”  it  is  rather  suggested 
by  your  subsidiary  point  at  the  end  that  you  are  ask- 
ing for  a different  relief  in  respect  of  the  children  of 
professional  men  than  of  traders.  I suppose  that  is 
not  intended? — That  is  not  intended.  Where  do  you 
find  that? 

16.482.  You  say:  “ A further  but  subsidiary  point 
in  this  connection  is  that  the  trader’s  own  business 
capital  yields  a rate  of  interest  which  forms  part  of 
his  business  profits  ”? — I think  what  was  meant  was 
that  generally  all  a professional  man  can  do  for  his 
children  is  to  give  them  a good  education. 

16.483.  But  you  do  not  ask  that  the  professional 
man’s  children  should  be  treated  differently  ?— Cer- 
tainly not. 

16.484.  Then  in  paragraph  3 (c),  you  say  : “ This 
hardship  particularly  affects  doctors,  who  have  to 
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pay  a heavy  premium  for  their  leases.”  I do  not 
quite  understand  what  that  means.  Would  you 
explain  that? — I know  this  question  of  depreciation 
of  wasting  assets  is  a big  economic  question,  and 
I do  not  profess  to  be  cognizant  of  all  the  points, 
but  it  was  brought  forward  as  applying  specially  to 
men  taking  a house  in,  say,  Harley  Street,  where 
they  perhaps  have  had  to  pay  £8,000  or  £10.000  for 
the  lease.  They  buy  the  Lease  with  a small  ground 
rent. 

16.485.  It  means  the  lease  of  the  house? — The  lease 
of  their  house ; that  is  what  it  means.  If  they 
simply  rented  that  house,  say,  at  £300  a year, 
without  paying  any  money  for  the  lease,  they  would 
receive  the  landlord’s  tax  back  under  Schedule  A, 
they  would  be  able  to  deduct  it  from  their  rent. 

16.486.  I see  the  argument,  and  this  argument, 
of  course,  would  not  apply  only  to  professional  men? 
—No. 

16.487.  You  would  wish  to  give  this  rebate  in 
respect  of  all? — \es,  that  was  a point  that  was 
brought  forward.  I do  not  wish  to  press  it. 

16.488.  Would  it  not  have  to  be  considered  whether 
the  Income  Tax  had  been  discounted  already? — I 
quite  follow  that  this  is  rather  a question  between 
the  landlord  and  the  tenant,  than  between  the 
purchaser  of  the  lease  and  the  Government. 

16.489.  Anyway,  you  do  not  specially  wish  to  press 
it? — No,  I do  not  wish  to  press  it. 

16.490.  Mr.  Pretyman : Just  one  question  about 
paragraph  3 (d),  with  regard  to  the  joint  assessment 
of  partnerships.  That  refers,  I suppose,  to  income 
really  outside  thej>artnership,  mainly? — Yes;  a senior 
partner,  or  any  partner,  with  private  income,  would 
practically  have  to  make  that  known  to  his  partners. 

16.491.  You  know,  do  you  not,  that  he  can  avoid 
that,  if  he  likes,  under  the  present  arrangement,  by 
paying  6s.,  and  then,  if  he  is  entitled  to  any  rebate, 
he  can  obtain  it  by  a private  application  for  a return? 
— Yes,  I know  he  can  do  that. 

16.492.  And  it  is  practically  necessary,  is  it  not, 
that  the  accounts  should  be  kept  in  one  single  set  of 
books  ? — Yes. 

16.493.  You  cannot  have  a separate  account  for 
each  partner? — No. 

16.494.  And  each  partner’s  share  would  be  what  he 
gets  under  the  terms  of  partnership  out  of  the  total 
joint  profit? — Yes. 

16.495.  And  the  only  way  that  the  Commissioners 
have  of  testing  the  return  in  case  of  difficulty  is  by 
examining  the  books?— But  if  each  partner  returned 
his  own  share  separately,  that  would  give  the  same 
idea  to  the  Surveyor. 

16.496.  What  you  want  is  that  they  can  return 
separately,  but  that  in  respect  of  that  part  of  the 
return  which  affects  the  partnership  profits,  that 
would  stand  as  it  is? — Yes. 

16.497.  There  does  not  seem  to  be  much  difficulty 
about  that? — I believe  it  was  altered  in  1907,  was  it 
not?  Partners  could  make  separate  returns  before 
1907.  We  are  not  quite  clear  why  that  was  altered. 

16.498.  Mr.  Pretyman : On  the  face  of  it,  I cannot 
see  why  it  should  have  been  altered. 

16.499.  Mr.  Marks : It  was  the  introduction  of 
graduation,  I think. 

16.500.  Mr.  Kerly : Even  so,  as  Mr.  Pretyman  has 
already  put  to  the  witness,  the  partnership  pays,  be- 
cause the  partnership  is  the  payer,  of  course,  of  the 
tax  on  the  partnership  profit;  and  the  difficulty  is, 
at  what  rate  should  the  partnership  pay?  It  cannot 
be  more  than  6s.,  at  least  presumably  not,  unless  they 
are  also  Super-tax  payers.  If  the  partnership  pays 
at  6s.,  then  each  partner  separately  can  go  and  have 
his  account  adjusted,  without  information  to  his 
partners’.  That  is  the  proposal,  but  I do  not  know 
that  it  would  work  properly. 

16.501.  Mr.  Pretyman  : I should  like  just  to  get 
this  clear;  it  is  a rather  important  point.  I cannot 
see  why  a separate  return  should  not  be  sent  in,  even 
with  graduation.  Take  the  case  of  two  partners;  let 
us  say  one  has  an  outside  income  and  the  other  has 
not.  The  one  who  has  no  outside  income  is  entitled 
to  a rebate,  and  the  other  is  not,  because  his  total 
income  is  above  the  rebate  limit.  They  return  sepa- 
rately. They  have  an  equal  share  in  the  partnership, 
and  they  each  return  £300  as  their  equal  share  of  a 


total  partnership  profit  of  £600.  1 do  not  see  why 
those  two  returns  should  not  be  sent  in  quite  sepa- 
rately. A.  sends  his  return  in,  £300  from  the 
partnership.  B.  sends  in  his  return  of  £1,000,  £300 
from  the  partnership  and  £700  from  other  sources; 
and  they  are  assessed  accordingly.  If  the  Revenue 
Department  wishes  to  test  the  accuracy  of  that  re- 
turn, all  they  have  to  do  is  to  call  for  the  books  in 
respect  of  the  two  amounts  of  £300.  When  they  have 
called  for  the  books  in  respect  of  the  two  amounts 
of  £300,  and  have  verified  that,  it  seems  to  me  that 
that  is  all  that  is  necessary.  I do  not  see  why  the 
partner  who  has  only  £300  should  necessarily  have 
any  knowledge  of  the  remaining  £700  which  belongs 
to  the  other  partner.  That  is  your  point,  is  it  not? 
— That  is  my  point. 

16.502.  Mr.  May:  The  evidence  seems  to  imply  that 
that  is  not  practicable  at  present.  Can  we  have  that 
point  cleared  up? 

16.503.  Mr.  Pretyman : That  is  what  I want  to  get 
at.  Why  is  it  not  practicable? 

16.504.  Sir  W.  Troxoer : I think  you  cannot  inter- 
fere with  the  liability  of  the  partnership  as  a whole 
for  the  amount  of  taxation  of  the  partnership. 

16.505.  Mr.  Pretyman:  No,  not  the  least,  because 
they  each  return  their  £300  from  the  partnership. 
One  returns  an  additional  sum,  and  the  other  returns 
only  £300.  If  the  Revenue  Department,  from  know- 
ledge which  they  possess,  think  the  partnership 
might  have  produced  more  than  £600,  which  is  the 
figure  returned,  they  can  call  for  the  partnership 
books,  and  if  they  find  that  it  is  £700  instead  of  £600, 
they  will  then  say:  ' “ You  must  pay  on  £350,  and 
you  must  pay  on  £1,050.”  But  the  fact  of  the  two 
having  sent  in  totally  separate  returns  does  not  seem 
to  me  to  affect  that  opportunity  of  the  Revenue  in 
the  least.  I cannot  see  any  necessity  for  a joint 
return  of  the  total  income. 

16.506.  Mr.  May : Is  there  anything  in  this  point 
relating  to  the  method  of  collecting  at  the  source, 
and  that  a partnership  has  to  be  dealt  with  as  a 
whole  first? 

16.507.  Mr.  Kerly:  I do  not  think  there  is;  I am 
just  looking  at  the  rule.  The  rule  says  that  “ where  a 
trade  or  profession  is  carried  on  by  two  or  more 
persons  jointly,  the  tax  in  respect  thereof  shall  be 
computed  and  stated  jointly,  and  in  one  sum.” 
[Schedule  D : Cases  I and  II,  Rule  10  (1).] 

16.508.  Mr.  Pretyman:  “ In  respect  thereof.” 

16.509.  Air.  Kerly : Th'at  is  in  respect  thereof. 
That  js  to  say,  the  tax  which  is  due  from  the  partner- 
ship profit.  It  might  be,  of  course,  that  the  partners 
would  say:  “ we  are  alii  people  to  be  taxed  at  3s.  9d., 
and  therefore  the  partnership  nas  got  to  pay  only 
3s.  9d.  ” The  partnership  cannot  be  taxable,  as  it 
seems  to  me,  at  more  than  6s. ; but  if  the  partner- 
ship wants  to  pay  on  a smaller  sum  than  6s.  on  its 
profits,  then  it  has  to  go  into  the  question  of  what 
each  partner  is  individually  to  be  rated  at  in  respect 
of  his  share.  That  may  very  well  be.  One  partner 
may  have  to  show  the  other  partners  that  he  is 
getting  £1,000,  while  each  of  them  is  getting  £300 
from  the  partnership,  when  they  are  all  below  the  6s. 
level. 

16.510.  Air.  Pretyman : A partner  who  is  individu- 
ally entitled  to  a rebate,  gets  it,  irrespective  of  what 
the  other  partners  get. 

16.511.  Mr.  Kerly  : Quite  true,  he  does,  but  then 
you  have  to  ascertain  the  figure  at  which  the  partner- 
ship is  liable  to  pay  tax  upon  the  partnership  income. 
The  only  comment  that  is  suggested  is  that  somebody 
has  to  be  responsible  for  the  partnership  return  of 
the  total  partnership  profits? — There  is  no  objection 
to  the  responsibility. 

16.512.  Air.  Pretyman : Some  partner  must  be  re- 
sponsible for  sending  in  a return  of  the  total  part- 
nership profits.  Then  they  woidd  make  a separate 
return  from  each  partner  of  his  total  liability,  in- 
cluding the  share  of  the  partnership.  Their  test  would 
be  then,  does  the  sum  of  the  three  returns  in  respect 
of  the  profits  of  the  partnership  coincide  with  the 
total  partnership  return  sent  in  on  their  behalf  by 
the  senior  partner? — Yes,  that  is  so. 

16.513.  If  that  agrees,  the  thing  is  settled,  unless 

they  have  reason  to  suppose  that  the  return  is  inac- 
curate P Quito 
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16.514.  In  which  case  they  can  examine  the  books  ? — 
Yes. 

16.515.  Mr.  Kerly : Subject  to  one  thing  more : that 
it  is  out  of  the  partnership  fund  which  they  have  to 
pay  the  total  of  the  assessments? — Yes,  the  partner- 
ship is  .liable  for  the  total  amount ; that  would  not 
bo  objected  to. 

16.516.  As  the  present  law  stands,  if  you  are  going 
to  tell  each  of  the  partners  what  the  total  assessment 
is,  they  will  be  able  to  divide  it  among  themselves  and 
get  the  very  information  you  want  to  conceal.  What 
you  want  to  do  is  to  leave  each  partner  responsible 
for  his  own  Income  Tax  only,  and  to  do  away  Avith 
the  liability  of  the  firm  to  pay  Income  Tax  upon  in- 
come received  by  the  partnership.  That  seems  to  me 
the  only  change  involved ; and,  personally,  I do  not 
see  Avhy  that  should  not  be  done? — That  is  so. 

16.517.  Sir  W.  Trower:  Then  you  get  up  against 
this,  that  if  one  partner  defaults  the  other  partners 
must  pay — and  ought  to  pay,  because  it  is  the  profits 
of  the  partnership. 

16.518.  Mr.  Walker  Clark:  It  is  so  now. 

16.519.  Mr.  Kerly : That  i6  a matter  we  can  discuss 
amongst  ourselves.  Dr.  Haslip  sees  Avhat  the  diffi- 
culty is? — Yes,  I see  that. 

16.520.  Mr.  Frctyman : Y ou  suggest  here  that  the 
same  form  should  be  sufficient  for  assessment  of  In- 
come Tax  and  Super-tax,  and  for  repayment? — That 
is  Avhat  Ave  thought.  I am  afraid  members  of  the 
medical  profession  do  not  quite  appreciate  die  various 
questions  in  the  complicated  form  Avhich  they  have 
to  fill  up.  It  ought  to  be  quite  simple. 

16.521.  But  do  you  realize  that  the  difficulty  is  one 
of  chronology,  that  a Super-tax  return  can  only  be 
made  in  respect  of  a completed  year? — Yes. 

16.522.  And  if  the  only  taxable  income  concerned 
was  the  income  of  a partnership,  and  if  your  sugges- 
tion Avas  adopted  that  that  should  also  be  taxed  as 
regards  Income  Tax  on  the  previous  year,  it  would  be 
quite  possible  to  send  in  one  return  for  both;  but  you 
have  to  remember,  going  to  the  same  case  as  before, 
that  one  of  the  partners  may  have,  and  probably  does 
have,  certainly  if  he  is  entitled  to  Super-tax,  invest 
ments,  and  those  investments  are  taxed  at  the  source, 
and  the  taxing  at  the  source  can  be  done  only  in  the 
actual  year  of  accrual,  whereas  Super-tax  must  apply 
to  the  previous  year? — Yes. 

16.523.  So  that  you  get  the  difficulty  on  chronology, 
and  unless  you  have  tAvo  returns  for  each  year  instead 
of  one,  that  is  to  say,  one  return  of  an  estimate,  and 
a supplementary  return  in  the  folloAving  year  to  cor- 
rect it,  you  cannot  do  that,  and  you  would  almost  be 
in  a Avorse  position  than  having  to  make  a single 
return  noAv.  You  realize  that? — Yes,  I folloAv  that 
point. 

16.524.  Mr.  May:  With  regard  to  the  depreciation 
of  a motor  car,  as  far  as  I can  gather  from  your 
evidence,  it  is  really  based  on  sentimental  grounds? — 
No,  Sir,  it  is  not.  I will  give  you  a case  in  point. 
Take  a doctor  who  has  been  in  practice  for  four  years. 
He  had  this  motor  car ; say  he  paid  £60<3  for  it.  He 
is  given  no  alloAvance  for  depreciation  although  his 
car  is  depreciating  at  the  rate  of  £100  a year ; a 
motor  car  is  supposed  to  last  for  five  or  six  years ; so 
for  the  four  years  he  has  lost  £100  each  year.  Then 
that  man  retires  from  practice.  He  loses  the  Avhole 
amount  of  that  £400  for  the  wear  and  tear. 

16.525.  But  he  has  already  had  an  allowance  for  the 
running  and  the  working  of  the  car? — He  has  had 
an  alloAvance  only  for  the  petrol  and  the  cost  of  Avork- 
ing,  but  not  for  the  depreciation  of  the  machine; 
Avhereas  if  he  had  a yearly  allowance  he  Avould  have 
received  so  much  on  the  depreciation  of  that  machine 
each  year. 

16.526.  Can  you  suggest  any  analogous  case? — The 
same  as  you  get  in  a trade.  You  have  a machine 
going  in  a Avorkshop ; so  much  is  alloAved  on  the  depre- 
ciation of  that  machine  each  year. 

16.527.  Mr.  Walker  Clark  : Or  on  a motor  lorry? — 
Yes.  A motor  lorry  would  meet  the  case.  You  get 
so  much  alloAved  for  a motor  lorry  each  year,  but  a 
doctor  does  not  receive  that  for  his  motor  oar. 

16.528.  Mr.  May : Your  suggestion  is  that  depre- 
ciation should  be  allowed  on  a oar  in  exactly  the  same 
Avay  as  on  the  machinery  of  an  industry? — Yes. 


16.529.  Whether  he  goes  out  of  business  o^-  not? — 
Yes,  for  l^ie  professional  man. 

16.530.  Mr.  Kerly : Upon  that  point,  the  difficulty, 
as  1 understand,  is  this : that  Rule  6 provides  that 
in  dealing  Avith  the  profits  or  gains  of  a trade  the 
Commissioners  may  make  an  allowance  in  respect  of 
wear  and  tear.  What  you  say  is,  that  instead  of 
saying  “ a trade  ” it  ought  to  say  “ a trade,  profes- 
sion, or  business”? — Yes. 

16.531.  So  as  to  put  them  all  on  the  same  footing? — 
Yes. 

16.532.  Upon  the  question  of  the  allowance  in  re- 
pect  of  a dAvelling  house  which  is  used  for  the  purpose 
of  the  business,  do  you  ask  that  a doctor  should  have, 
say,  two-thirds  in  all  cases  because  he  uses  his  private 
house  for  professional  purposes? — We  should  like  two- 
thirds  in  all  cases. 

16.533.  But  it  would  be  very  unfair,  would  it  not? — 
Speaking  quite  frankly,  I quite  see  in  oertain  cases 
and  in  certain  districts  that  it  would  be  very  unfair. 

16.534.  It  Avould  be  very  inequitable  to  make  the 
same  allowance  to  a country  doctor,  Avho  perhaps  uses 
his  dining  room  or  his  study  without  affecting  the 
amenity  of  his  house  as  a dwelling-house,  as  to  the 
Harley  Street  doctor,  Avho  has  gone  to  Harley  Street 
so  as  to  live  at  his  place  of  business? — I folloAv  that. 

16.535.  We  need  not  say  anything  more  about  a 
proportionate  alloAvance  then? — No,  I quite  see  the 
difficulty. 

16.536.  I think  this  touches  another  of  your  pro- 
posals about  the  purchase  of  leaseholds.  Is  it  a factor 
in  a doctor’s  position  that- he  is  obliged  to  house  him- 
self sometimes  in  an  expensive  neighbourhood? — Un- 
doubtedly. 

16.537.  As  a matter  of  business?  There  are  certain 
neighbourhoods  in  which  you  can  get  only  an  expen- 
sive house.  And  sometimes  I have  heard  that  it  is 
almost  essential  for  him  to  choose  a prominent  house, 
such  as  a corner  house? — Yes,  it  has  been  surmised; 
but,  independently  of  that,  take  most  men  practising 
in  Mayfair  or  Belgravia.  They  cannot  practise  there 
unless  they  are  overhoused. 

16.538.  And  that  should  be  taken  into  account  in 
estimating  the  cost  as  a business  expense  of  the 
doctor?- — Yes.  One’s  experience  amongst  doctors  is 
this.  It  is  not  so  much  the  income  that  a doctor 
makes,  as  the  expenses  that  he  incurs.  The  man  who 
has  smaller  expenses  is  sometimes  far  better  off  at 
the  end  of  the  year  than  the  man  who  really  makes 
a large  income  but  has  large  expenses. 

16.539.  In  comparison  with  other  professional  men 
a doctor’s  expenses  are  very  heavy? — We  think  so. 
Then  we  have  had  several  letters  on  the  question  of 
education.  What  men  write  is  this:  that  in  the 
case  of  a man  with  an  income  of  £1,000  or  £1,200  or 
£1,500  a year,  if  he  has  two  or  three  boys  within  two 
or  three  years  of  the  same  age,  if  he  wants  to  give 
them  the  same  education  that  he  has  had,  it  is  thought 
that  he  should  have  some  help,  such  as  the  Board  of 
Education  suggested,  in  that  way.  We  contend  tlia* 
there  are  several  hardships  that  a medical  man  has. 
If  in  his  first  five  years  of  practice  he  has  saved  £500 
he  invests  it  and  immediately  he  is  taxed  on  his 
income  from  it  as  unearned  income,  whereas  a busi- 
ness man  in  his  first  five  years  Avould  undoubtedly 
put  that  £500  into  his  business  and  probably  make  a 
bigger  percentage,  but  yet  it  would  only  be  taxed  as 
earned  income.  One  knows  we  cannot  help  it.  It  is 
one  of  those  things  you  cannot  help,  but  we  think 
the  only  thing  that  can  be  done  for  a medical  or 
professional  man  is  to  have  help  in  respect  of  the 
education  of  his  child. 

16.540.  You  say  it  is  hard  that  a man  should  pay  tax 
upon  his  savings  and  again  pay  tax  upon  the  pro- 
duce of  his  savings? — Yes. 

16.541.  If  behind  his  savings  you  have,  say,  ten 
or  a dozen  years  of  unremunerative  work  there  'would 
be  something  to  be  said  on  the  ground  of  justice 
for  treating  that  as  a loss  to  be  set  off  against  his 
subsequent  gains  ? — Yes. 

16.542.  I am  afraid  Ave  shall  have  to  live  a long 
time  before  avg  come, to  that  point  ? — I quite  appreciate 
that. 
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Mr.  PRETYMAN  (in  the  Chair'). 


Sir  T.  P.  WHITTAKER, 
Mr.  BOWERMAN. 

Sir  E.  E.  NOTT-BOWER. 
Sir  W.  TROWER. 

Mr.  HOLLAND-MARTIN. 
Mr.  ARMITAGE-SMITH. 
Mr.  WALKER  CLARK. 


Mr.  KERLY. 

Mrs.  KNOWLES. 

Mr.  McLINTOCK. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 

Professor  PIGOU. 

Dr.  STAMP. 


Mr.  Lewis  Frederick  Hovil,  Mr.  George  M.  Low  and  Mr.  Steuart  Macnaghten,  called  and  examined. 


Mr.  Lewis  Frederick  Hovil  on  behalf  of  the  Life 
Offices’  Association,  handed  in  the  following  statement 
as  his  evidence-in-chief:  — 

NOTE. — This  evidence  applies  only  to  those 
Offices,  or  the  branches  thereof,  which 
transact  the  business  of  Ordinary  Life 
Assurance  as  distinguished  from  Indus- 
trial Life  Assurance. 

Definition  of  Life  Assurance. 

16.543.  (1)  The  contract  of  Life  Assurance  is  a 
promise  by  the  assuring  office  to  pay  a given  sum  of 
money  on  the  happening  of  a certain  event  (usually 
contingent  on  the  duration  of  a given  life  or  lives),  in 
consideration  of  the  immediate  payment  of  a smaller 
sum  or  certain  equivalent  periodical  payments  (com- 
monly called  the  “premium”  or  “premiums”). 

Distinction  between  Life  Assurance  and,  fire  and 
other  forms  of  assurance. 

16.544.  (2)  In  most  forms  of  assurance  other  than 
Life  Assurance,  the  contract  is  made  for  one  year,  and 
may  or  may  not  be  renewed  at  the  option  of  the  office. 
The  premium  received  by  the  office  covers  the  risk 
only  during  the  year  of  assurance,  and  no  portion  of 
it  need  be  accumulated  to  meet  the  risk  in  future 
years.  The  premiums  may,  accordingly,  be  said  to  be 
earned  year  by  year,  and  the  profit  or  loss  from  the 
business  can  be  ascertained  by  a comparison  of  the 
premiums  received  in  any  year  with  the  outgo  in 
respect  of  that  year  on  account  of  claims  and  ex- 
penses, due  allowance  being  made  for  risk  unexpired 
at  the  close  of  the  financial  year.  A contract  of 
Life  Assurance,  on  the  other  hand,  is  a promise  to  pay 
the  sum  assured  not  merely  in  the  event  of  death 
within  the  year  of  assurance,  but  in  the  case  of  what 
is  known  as  a “ whole  life  policy  ” whenever  it  may 
occur.  The  most  popular  form  of  Life  Assurance  con- 
tract at  the  present  day  is  that  known  as  the  Endow- 
ment Assurance  which  provides  for  the  payment  of 
the  sum  assured  on  the  expiration  of  an  agreed  term 
or  on  the  previous  death  of  the  life  assured.  The 
payment  for  both  classes  of  risk  may  be  made  in  the 
form  of  a lump  sum,  or  of  a series  of  payments  spread 
over  a fixed  number  of  years,  or  in  the  more  general 
form  of  a series  of  level  annual  payments  continuing 
until  the  risk  matures  by  the  death  of  the  life  assured, 
or  the  attainment  of  the  specified  age  in  the  case  of 
the  Endowment  Assurance.  The  premiums,  there- 
fore, received  by  a Life  Office  in  any  one  year  do  not 
necessarily  bear  any  relation  to  the  claims, 
experienced  in  that  year.  This  essential  difference 
between  Life  Assurance  and  other  forms  of  assurance 
has  been  clearly  laid  down  by  Lord  President  Inglis 
in  the  case  of  “ The  Scottish  Union  & National  ” 
v.  Smiles  (2  Tax  Cases  551).  The  Lord  President  in 
delivering  the  opinion  of  the  Court  said : — 

“ . ...  Seeing  that  fire  insurance  policies  are 
“ contracts  for  one  year  only,  the  premiums  re- 
“ ceived  for  the  year  of  assessment  or  an  average 
“ of  three  years,  deducting  losses  by  fire  during 


the  same  period  and  ordinary  expenses,  may  be 
fairly  taken  as  the  profits  and  gains  of  the 
company  . . . this  rule  is  not  applicable 
to  the  ascertainments  of  profits  and  gains  on 
the  life  business.  Life  policies  are  contracts  of 
most  variable  endurance,  and  the  premiums 
“ ai'e  in  many  cases  not  annual  payments.  The 
contract  may  endure  for  the  policy  holder’s 
“ life,  or  for  a certain  number  of  years  stated, 
“ or  till  the  holder  attains  a certain  age  and 
the  company  may  be  bound,  on  the  expiry  of 
the  fixed  number  of  years,  or  on  the  attain- 
“ ment  of  a certain  age  by  the  policy  holder, 
“ either  to  pay  a lump  sum  or  an  annuity  for 
“ the  remainder  of  the  policy  holder’s  life. 

“ The  premiums  paid  for  such  insurance  may 
“ b®  paid  all  in  one  sum,  or  by  instalments  within 
“ a fixed  number  of  years,  or  annually  during 
“ the  holder’s  life  or  during  the  subsistence  of 
“the  policy.  The  premiums,  therefore,  ’ do  in 
“ no  sense  represent  the  annual  profits  and  gains 
“ of  the  company.  In  like  manner  the  amount 
“ of  claims  in  any  one  year  arising  on  the  death 
“ of  persons  insured,  or  otherwise,  as  a deduc- 
“ tion  from  the  company’s  receipts  for  the  year 
“ cannot  afford  any  criterion  for  ascertainment 
“ of  profits.  A recently  established  company 
“ will  receive  a large  amount  of  premiums,  and 
“ have  few  or  no  claims  to  meet.  The  profits 
“ and  gains  can  be  ascertained  only  by  actuarial 
" calculation,  and  this  actuarial  calculation  may 
“lie  obtained  by  taking  the  result  of  the 
“ quinquennial  investigation  prescribed  by 
“ Statute,  or  the  periodical  investigation  in  use 
“in  companies  established  before  the  Statute,  or 
“ by  an  investigation  covering  the  three  years 
“ prescribed  by  schedule  D of  the  Income  Tax 
“ Acts.” 

Why  large  accumulated  funds  are  necessary. 

16,545.  (3)  The  risk  of  death  naturally  increases 
with  the  age  of  the  life  assured,  but  this  risk  is  paid 
for,  not  by  a correspondingly  increasing  premium, 
but  by  a “ level  ” premium,  that  is  by  one  of  equal 
amount  payable  throughout  an  agreed  term,  generallj 
the  duration  of  the  policy.  It  follows,  therefore,  that 
in  the  earlier  years  of  assurance  the  “ level  ” 
premiums  are  larger,  while  in  the  later  years  thej 
are  smaller,  than  the  amounts  which  are  required 
to  meet  from  year  to  year  the  current  risk  of  death 
The  excess  of  the  “ level  ” premium  over  the  cost  oi 
the  current  yearly  risk,  in  the  early  years  of 
assurance,  must  be  kept  in  hand  by  the  office,  ir. 
order  to  provide  against  the  time  when  the  cost  of 
the  current  risk  becomes  larger  than  the  “ level  ” 
premium.  The  total  of  the  excess  premiums  so  re- 
tained, after  providing  for  claims  that  have  arisen, 
forms  the  Life  Assurance  fund,  and  must  be  accumul- 
ated at  compound  interest  at  the  rate  assumed  in  its 
calculations  if  the  office  is  to  meet  its  future  claims, 
or,  in  other  words,  to  continue  in  a state  of  solvency. 
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The  level  premiums  are  calculated  by  mathematical 
formulae  which  assume  that  the  office  will 

(a.)  encounter  a given  rate  of  mortality  among 
its  assured  lives,  based  on  tables  calculated 
from  experience; 

(b)  spend  a certain  proportion  of  its  premiums 

in  expenses  of  management; 

(c)  earn  a given  net  rate  of  interest  on  its  Life 

Assurance  fund,  which  is  formed  out  of  the 
premiums,  as  explained  above. 

Profit  on  Life  Assurance  business. 

16,546.  (4)  If,  therefore,  the  assuring  office  obtains 
a trading  profit,  it  is  because  the  combined  effect  of 
the  mortality  which  it  experiences,  the  rate  of  expense 
at  which  it  conducts  its  business,  and  the  rate  of 
interest  at  which  it  invests  its  funds,  is  more  favour- 
able than  the  assumptions  on  which  its  calculations 
are  based.  This  profit  is  ascertained  at  intervals 
by  a comparison  of  the  funds  in  hand  with 
the  estimated  liability  under  existing  contracts, 
obtained  by  an  actuarial  valuation,  as  prescribed 
by  the  Assurance  Companies  Act,  1909.  The  valuation 
(as  appears  above,  paragraph  (2))  is  a mathe- 
matical process,  and  not  a mere  balancing  of  receipts 
and  expenditure,  as  in  the  case  of  an  ordinary  com- 
mercial business. 

Interest  earned  is  not  wholly  profit. 

16.547.  (5)  It  follows  that  in  no  sense  is  the  whole 
of  the  interest  earned  by  a Life  Assurance  office  on 
its  invested  funds  a trading  profit.  The  bulk  of  it  is 
required  to  enable  the  office  to  meet  its  liabilities.  An 
office  may,  in  fact,  be  in  receipt  of  a large  income 
from  interest  on  its  funds,  and  yet  be  earning  no 
profit  or  even  making  a loss,  either  because  the  net 
rate  of  interest  (after  deducting  tax)  realized  from 
its  investments  does  not  exceed  or  is  even  less  than 
that  assumed  in  its  calculations,  or  because  the  rates 
of  expense  or  mortality  are  less  favourable  than  those 
assumed. 

16.548.  (6)  It  will  be  evident  from  the  foregoing 
considerations  that  the  business  of  Life  Assurance  is 
unique  in  its  character  and  methods,  and  cannot, 
therefore,  be  compared  properly  with  any  other  form 
of  saving  or  trading. 

How  Life  Assurance  business  is  taxed. 

16.549.  (7)  In  1889  the  Court  of  Appeal  decided  that 
all  annual  interest  was  taxable  as  such.  The  Life 
Offices  have  never  ceased  to  contend  that  the  applica- 
tion of  this  principle  to  their  business  entailed  upon 
them  and  their  policyholders  special  and  inequitable 
hardship,  partly  on  account  of  the  unique  character 
of  their  business  and  partly  because  there  is  no 
machinery  by  which  policyholders  entitled  to  exemp- 
tion or  abatement  can  obtain  a return  of  that  propor- 
tion of  the  standard  rate  of  Income  Tax  for  which 
they  are  not  liable.  As  a result  of  their  protests  cer- 
tain relief  was  granted  to  Life  Assurance  companies 
by  the  Finance  Act,  1915,  section  14  (Income  Tax  Act, 
1918,  section  33).  This  Act  allows  to  Life  Assurance 
companies  a rebate  in  respect  of  expenses  of  manage- 
ment, provided  that  the  relief  does  not  reduce  their 
assessment  below  the  amount  in  respect  of  which  they 
would  have  to  bear  Income  Tax  if  charged  on  the 
profits  basis  under  Case  I.  of  Schedule  D. 

Rule  15  (1)  of  Cases  I.  and  II.  of  the  Income  Tax 
Act,  1918,  provides  that  “ Where  an  assurance  com- 
pany carries  on  life  assurance  business  in  conjunction 
with  assurance  business  of  any  other  class,  the  life 
assurance  business  of  the  company  shall  for  the  pur- 
poses of  this  Act  be  treated  as  a separate  business  from 
any  otlier  class  of  business  carried  on  by  the  com- 
pany.” 

At  the  present  time,  therefore,  any  company  trans- 
acting Life  Assurance  business  whether  alone  or  in 
conjunction  with  assurance  business  of  any  other  class 
is  assessed  for  Income  Tax  in  respect  of  its  life  busi- 
ness either  on 

(a)  interest  income  less  expenses  of  management; 
or 

(5)  profits  under  Case  I.  of  Schedule  D, 
whichever  may  be  the  greater 


Further,  if  the  company  is  assessed  under  (a)  it  is 
also  taxed  on  fines,  fees  and  profits  arising  from  rever- 
sions, just  as  if  it  were  assessed  on  its  trading  profits. 
This  additional  taxation  is  effected  by  deducting  the 
amount  of  these  profits  from  the  allowance  for 
expenses. 

The  Commissioners  will,  therefore,  see  that  it  is 
admitted  by  the  Inland  Revenue  that  in  certain  cir- 
cumstances, which  do  not  affect  the  principle  involved, 
Life  Offices  can  be  properly  and  effectively  assessed  on 
a profits  basis. 

Bulk  of  profits  go  to  policyholders. 

16.550.  (8)  The  profits  of  a Life  Office  are  divided 
solely  among  policyholders  in  the  case  of  a mutual 
office,  and  in  the  case  of  a proprietary  office  the  share- 
holders receive  only  a small  percentage  of  the  sum  to 
be  divided,  usually  10  per  cent.,  the  remaining  90  per 
cent,  going  to  the  participating  policyholders. 

First  modification  reguested. 

16.551.  (9)  The  Commissioners  will  have  noticed 
from  paragraph  7 that  the  Inland  Revenue  at 
present  claim  the  option  of  selecting  either  of  the 
quantums  (interest  less  expenses  or  profits)  as  the 
basis  for  the  taxation  of  Life  Offices.  In  the  case 
of  the  great  majority  of  the  Offices  interest  less  ex- 
penses almost  invariably  exceeds  profits,  but  it  is 
the  practice  of  the  Inland  Revenue  to  ascertain 
which  will  be  the  more  profitable  quantum,  and  to 
assess  the  office  accordingly.  This  naturally  means 
that  the  offices  pay  more  Inoome  Tax  than  if  the 
option  were  not  allowed.  The  Life  Offices  ask  that 
the  basis  for  their  assessment  should  be  defined,  and 
the  option  eliminated,  so  that  the  Inland  Revenue 
should  no  longer  have  the  power  to  change  the  basis 
of  assessment  from  time  to  time. 

Which  quantum  should  be  discarded. 

16.552.  (10)  The  application  for  a single  quantum 
necessitates  the  consideration  by  the  Commissioners 
of  the  relative  equities  of  the  two  at  present  used, 
and  the  Life  Offices  recognize  that  these  must  be 
considered  apart  from  the  question  of  which  method 
involves  the  heavier  taxation.  The  “ Interest  less 
exepense  ” quantum  is,  it  is  believed,  that  approved 
by  the  Inland  Revenue  authorities,  and  for  the 
reason  stated  in  paragraph  9 it  is  the  quantum 
almost  invariably  in  use. 

On  the  other  hand  the  adoption  of  profits  as  a sole 
basis  has  been  advocated  by  the  Life  Offices  over  a 
long  period  of  years,  as  the  equitable  method  of 
assessment.  The  main  argument  in  support  of  this 
method  is  that  interest  received  by  Life  Offices  is, 
as  shown  in  paragraph  5,  never  wholly  a profit  or  gain 
as  in  the  case  of  most  companies  transacting  other 
forms  of  business,  where  all  interest  on  investments  is 
in  the  nature  of  “ profits  or  gains  ” and  is,  therefore, 
properly  assessed  to  Income  Tax. 

Compound  interest  is  the  raw  material  of  Life 
Assurance  and  unless  the  income  of  an  office  after 
paying  claims  and  expenses  can  be  accumulated  at 
compound  interest  it  cannot  meet  its  obligations 
An  office  assessed  on  a profits  basis,  even  with  a tax 
of  20s.  in  the  £ would  be  deprived  only  of  its  surplus 
and  would  still  be  left  with  the  bare  reserves  neces- 
sary  to  meet  its  future  liabilities.  Half  that  rate 
of  tax  assessed  on  the  interest  income  might  reduce 
the  same  office  to  insolvency.  Interest  as  received 
by  the  Life  Office  is  but  an  item  in  its  trading  opera 
tions,  and  it  is  only  the  net  result  of  the  whole  of  such 
trading  operations  that  is  true  profit  from  a oom 
mereial  point  of  view. 

Taxation  of  banking  business. 

16.553.  (11)  The  business  of  banking  is  in  a similar 
position,  to  the  extent  that  the  interest  earned  on 
investments  is  not  clear  profit  but  is  in  part  required 
to  pay  interest  on  money  received  on  deposit.  Before 
the  war  the  profits  of  a bank  nearly  always  exceeded 
its  interest.  It  was  assessed  on  its  trading  profits, 
and  was  entitled,  in  ascertaining  those  profits,  to 
set  off  all  interest  on  which  tax  had  already  been 
paid.  The  application  of  the  principle,  that  all  in- 
terest is  liable  to  tax,  did  not  inflict  any  hardship. 
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During  the  war,  owing  to  their  large  subscriptions 
to  War  Loans,  the  position  was  reversed.  Interest 
receipts  exceeded  their  trading  profits,  or  there  was 
the  danger  that  this  would  be  the  case.  The  banks, 
therefore,  on  behalf  of  their  shareholders  (traders  for 
profit)  appealed  to  the  Government,  and  immediately 
obtained  the  relief  granted  by  Finance  (No.  2)  Act, 
1915,  Section  30  (Income  Tax  Act,  1918,  Rule  3, 
Schedule  C),  whereby  interest  from  War  Loans  was 
exempted  from  Income  Tax  to  the  extent  by  which 
it  caused  interest  receipts  to  exceed  trading  profits. 

How  difficulties  resulting  from  adoption  of  profits 

method  of  assessment  can  be  met. 

16.554.  (12)  There  might  be  certain  difficulties  to 
be  met  if  the  profits  basis  were  to  be  the  sole 
quantum  for  the  future.  For  instance,  it  is  possible 
that  the  Inland  Revenue  authorities  would  wish  to 
guard  against  undue  loss  of  revenue  in  the  case  of 
(1)  young  offices,  and  (2)  existing  offices,  who  might 
conceivably  reduce  their  profits  by  some  change  in 
the  present  methods  of  conducting  business.  Proper 
safeguards  could  no  doubt  be  instituted  and  the  Life 
Offices’  Association  would  readily  offer  its  services  for 
this  purpose. 

Principal  modification  requested. 

16.555.  (13)  The  Life  Offices  submit  that  for  the 
purpose  of  assessment  in  respect  of  the  quantums 
referred  to  in  paragraph  7 regard  must  be  paid  to 
the  Income  Tax  liability  of  each  individual  policy- 
holder in  the  absence  of  any  machinery  for  repay- 
ment. It  is  suggested  that  this  necessity  would  be 
fairly  and  sufficiently  met  by  the  application  of  a 
differential  rate  in  which  allowance  is  made  for  the 
vast  number  of  cases  entitled  to  abatement  and  the 
substantial  number  entitled  to  exemption  under  the  ' 
present  law.  The  principle  of  a differential  rate  is 
already  recognized  by  the  Inland  Revenue  as  the 
Building  Societies  have  secured  the  privilege  of 
paying  Income  Tax  at  half  the  full  rate  upon  the 
assumption  that  the  majority  of  their  members  are 
only  on  the  average  liable  to  such  a rate  ( see  Murray 
& Carter,  8th  Edition,  page  286).  The  following 
considerations  are  put  forward  in  support  of  the 
adoption  of  what  may  be  called  the  differential  rate 
method  as  an  equitable  one  to  apply  to  the  assess- 
ment of  a Life  Office. 

•?y^e  sy.stem  ?f  deletion  of  tax  at  the  source  the 
Life  Office  is  subject  to  the  payment  of  tax  at  the  full 
normal  or  standard  rate,  and  as  already  stated  there 
is  no  means  by  which  the  policyholder  can  claim 
relief  so  that  the  rate  may  be  adjusted  to  the  proper 
one  applicable  to  his  scale  of  income.  The  share- 
ho  der  in  a trading  company,  on  the  other  hand,  is 
able  to  obtain  from  the  Inland  Revenue  any  refund 
that  may  be  due  to  him. 

It  is  clear  that  to  meet  this  difficulty  an  office 
whose  policyholders  are  all  receiving  incomes  below 
the  minimum  that  attracts  tax-  would  have  to  be 
classed  with  the  Friendly  Societies  and  be  freed  from 
tax  altogether.  On  the  other  hand,  if  there  were  an 
office  whose  policyholders  were  all  subject  to  the 
tax  at  the  full  standard  rate,  no  differential  rate 
would  be  necessary. 

The  case  of  the  ordinary  Life  Office  lies  between 
these  two  extreme  cases,  but  is  not  very  far  distan  fc 
from  the  case  first  named.  From  various  estimates 
it  is  clear  that  the  average  sum  assured  in  the 
ordinary  companies  is  under  £300.  Allowance  has. 
however,  also  to  be  made  for  duplicate  policies  and 
policies  on  lives  effected  in  more  than  one  office,  and 
for  the  fact  that  a small  proportion  of  policyholders 
is  liable  for  Super-tax.  Taking  all  these  factors 
into  consideration,  the  Life  Offices  have  every  reason 
to  think  that,  if  the  differential  method  is  adopted, 
a rate  not  exceeding  three-fourths  of  the  standard 
rate  of  tax  would  be  a fair  one  to  apply  as  the 
tax  to  be  charged  on  the  agreed  quantum.  Such  a 
rate  pre-supposes  that  the  average  policyholder  has 
an  unearned  income  exceeding  £1,000  but’not  exceed- 
ing £1,500  a year,  an  unduly  favourable  estimate 
from  the  Revenue  point  of  view  on  all  ascertainable 
evidence. 


It  may  be  urged  as  an  objection  that  a flat  differ- 
. ential  rate  only  does  rough  justice  between  the 
different  classes  of  policyholders.  But  the  whole 
essence  of  Life  Assurance  is  that  the  individual 
throws  in  his  lot  with  others  in  order  that  the  law  of 
average  may  apply  to  their  mutual  advantage.  That 
the  burden  of  Income  Tax  should  be  shared  pro- 
portionately among  them  without  regard  to  the 
amount  of  their  individual  incomes  is  quite  in  accord- 
ance with  the  principle  of  equal  treatment  which  is 
carried  all  through  Life  Assurance  business.  This 
principle  almost  invariably  operates  to  the  benefit 
of  the  poor  man.  For  instance,  a man  with  a small 
income  insured  for  £100  may  be  charged  a premium 
of  £2,  while  the  man  of  the  same  age  insuring  for 
£10,000  is  charged  £200,  although  the  cost  of  the 
smaller  class  of  business  is  much  greater.  Further, 
they  both  share  in  strict  proportion  in  all  bonus 
allotments  or  other  benefits  attaching  to  their  policies. 

Then  again,  it  is  not  right  to  consider  the  burden 
of  Income  Tax  as  applied  to  the  individual  apart 
froni  the  question  of  Death  Duties.  The  individual 
policyholder  insures  for  a definite  sum  payable  at 
death  or  for  a sum  payable  during  his  lifetime,  the 
investment  of  which  usually  forms  part  of  his  estate 
at  his  death.  Whatever  Income  Tax  payments  are 
associated  with  a policy  during  its  currency,  it  is  the 
large  policyholder  who  has  to  pay  the  heavy  Death 
Duties,  which  make  serious  inroads  into  the  sum 
which  he  has  provided  for  at  death. 

Life  Offices,  case. 

16.556.  (14)  The  case  which  the  Life  Offices  desire 
to  present  to  the  Royal  Commission  may  be  summed 
up  as  follows:  — 

(a)  that  the  equities  of  the  two  methods  of  assess- 

ment (on  interest  less  expenses,  or  on 
profits)  be  considered  by  the  Commissioners, 
blit  that  whichever  method  is  selected  the 
Life  Offices  should  not  be  taxed  at  the  full 
standard  rate; 

(b)  that  the  option  between  the  two  methods 

claimed  by  the  Inland  Revenue  be  dis- 
allowed. 

Industrial  Assurance  business. 

16.557.  (15)  The  above  evidence  and  arguments  do 
not  necessarily  apply  to  industrial  assurance.  The 
Commissioners  will,  it  is  assumed,  receive  evidence 
as  to  what  modifications  would  be  requisite  in  respect 
of  that  class  of  business. 

Abatement  of  tax  in  respect  of  premium  payments. 

16,568.  (16)  The  evidence  of  the  Life  Offices  pur- 
posely excludes  any  reference  to  the  relief  of  tax 
granted  in  respect  of  the  payment  of  life  premiums. 
It  confines  itself  to  the  question  of  the  taxation  of 
the  offices  which  it  is  submitted  must  be  settled  upon 
an  equitable  basis  quite  apart  from  other  considera- 
tions. The  Life  Offices  do  not  seek  to  avoid  payment 
of  their  full  share  of  taxation,  but  they  do  contend 
that  the  present  basis  of  assessment  is  inequitable. 

It  is  specially  important  to  them  at  the  present  time 
that  the  basis  of  tax  should  be  equitably  determined 
as  they  realize  that  tax  concessions  in  other  directions 
and  other  burdens  on  the  State  may  conceivably 
result  in  the  imposition  of  a yet  higher  standard 
rate.  They  will  always  cheerfully  pay  tax  at  any  rate 
that  is.  necessary  for  the  purposes  of  the  government 
of  the  country  provided  the  method  of  assessment 
is  fair  and  equitable. 

16.559.  (17)  The  principles  embodied  in  this  case 
have  been  approved  by  the  members  of  the  Association 
at  a general  meeting  specially  called  for  the  purpose. 

[ This  concludes  the  evidcnce-in-chief  of  Mr.  Ilovil.] 

Mr.  George  M.  Low,  on  behalf  of  the  Associated 
Scottish  Life  Offices,  handed  in  the  following  state 
ment  as  his  evidence-in-chief:  — 

I.  Income  Tax  on  the  assured. 

Burden  at  present  unduly  heavy. 

10.560.  (1)  The  Life  Assurance  offices  have  long 
felt  that  the  Income  Tax  regulations  impose  on  their 
policyholders  an  unduly  heavy  burden. 
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Optional  basis  of  taxation. 

16.561.  (2)  Until  recently  the  Inland  Revenue 
claimed  the  right  to  levy  the  tax  in  their  option 
either  (a)  on  the  whole  amount  of  interest  received 
by  the  companies,  or  (b)  on  the  “ profits  ” earned  by 
them,  as  ascertained  in  accordance  with  the  rules 
applicable  to  Case  I.  of  Schedule  D.  By  a provision 
in  the  Finance  Act,  1915  (now  clause  33  of  the  Income 
Tax  Act,  1918),  Parliament  has  ordained  that  the 
Life  Assurance  offices,  along  with  investment  com- 
panies and  savings  banks,  shall  be  allowed  a rebate 
of  tax  on  the  amount  of  their  expenses  of  manage- 
ment when  the  tax  has  been  charged  on  interest 
revenue  by  way  of  deduction  or  otherwise,  and  not 
charged  in  respect  of  profits  under  Schedule  D.  As 
it  most  commonly  happens  that  the  interest  less 
expenses  exceeds  the  amount  of  the  “ profits,”  tax 
is  usually  levied  on  the  former  basis,  but  the  Inland 
Revenue  still  maintain  their  right  to  charge  on 
“ profits  ” if  these  should  yield  a larger  amount  of 
tax.  The  Offices  feel  that  it  is  unfair  to  exercise 
against  their  constituents  an  option  which  results  in 
their  being  subjected  to  a larger  amount  of  tax,  on 
the  whole,  than  they  would  have  to  bear  if  one  suit- 
able basis  were  fixed  and  consistently  adhered  to. 

Hardship  of  maximum  rate. 

16.562.  (3)  A still  graver  hardship  is  that  the  tax- 
able income  of  the  offices  continues  to  be  charged  at 
the  maximum  rate  of  tax,  without  consideration  ;>f 
the  rates  to  which  the  persons  interested  are  liable, 
and  without  any  means  of  adjustment  to  those  rates. 

Measure  of  “ profits.” 

16.563.  (4)  There  having  been  the  above  two 
alternatives — taxation  on  interest  without  deduction, 
and  taxation  on  “ profits  ” as  in  the  case  of  a trading 
company — the  offices  advocated  the  latter  as  being 
fairer  to  them  than  the  taxing  of  all  the  interest 
on  which  they  relied  in  fixing  their  rates  of  premium, 
and  they  suggested  the  actuarial  surplus,  ascertained 
at  their  periodical  investigations,  as  a suitable 
measure  of  the  profit  they  had  earned.  With  the 
allowance  for  expenses,  however,  there  has  been  intro- 
duced a new  measure  of  “ profit  ” which  on  the 
following  grounds  may  be  regarded  as  not  inappro- 
priate. 

’Nature  of  TAfe  Assurance. 

16.564.  (5),Life  Assurance  differs  from  other  kinds 
of  business  in  respect  that  it  can  only  be  carried  on 
by  aggregating  the  contributions  of  a large  body  of 
persons  whose  numbers  form  a sufficient  basis  for  the 
operation  of  averages  in  the  rate  of  mortality  among 
them.  Their  contributions  are  carried  into  a common 
fund  which  is  accumulated  at  interest,  less  expenses, 
and  this  fund  is  employed  in  meeting  claims  as  they 
arise  on  the  occurrence  of  the  events  contemplated  in 
the  policies.  The  business  in  fact  consists  in  the 
collection,  accumulation  at  interest,  and  redistribu- 
tion of  the  contributions  or  premiums  paid  by  the 
policyholders.  The  sums  assured  by  the  policies  are 
the  sums  which  the  office  guarantees  in  such  redis- 
tribution, hut  besides  those  fixed  sums  the  policy- 
holders are  also  entitled  to  potential  benefits  which 
are  not  fixed  in  amount  but  depend  on  the  surplus 
ascertained  from  time  to  time  as  having  arisen  from 
contributions  in  excess  of  actual  requirements. 

Mutual  offices. 

16.565.  (6)  The  matter  will  appear  more  clearly  if 
the  case  be  considered  first  of  a Mutual  Life  Assur- 
ance Society,  whose  membership  consists  of  the 
insured  persons  themselves  without  any  separate  body 
of  shareholders.  The  affairs  of  such  a society  are 
conducted  by  a board  of  directors,  who  are  in  effect 
a committee  of  the  members,  and  are  subject  to  the 
control  and  authority  of  the  members  in  general 
meeting.  The  rates  of  premium  or  contribution  are 
adjusted  on  a basis  which  makes  a necessary  pro- 
vision for  contingencies  but  in  ordinary  circumstances 
yields  some  margin  or  surplus  after  providing  for 
the  sums  actually  “ assured  ” — that  is,  for  the  fixed 


sums  guaranteed  by  the  members  to  each  other.  The 
cumulative  amount  of  this  surplus  is  divisible  among 
the  members  according  to  the  rules  of  the  society, 
and  this  is  the  return  of  excess  contributions  already 
referred  to.  There  is  a class  of  policyholders  who  do 
not  share  in  the  surplus,  but  these  are  members  of 
the  general  body  who  have  agreed  to  compound  for 
their  share  by  being  insured  at  a reduced  rate  of 
premium. 

What  gain  they  make. 

16.566.  (7)  In  the  operations  of  such  a society  the 
members  are  only  dealing  among  themselves  with 
their  own  contributions,  and  the  profit  or  gain  which 
they  as  a body  make  is  just  the  interest  or  other 
produce  of  the  funds  they  themselves  have  built  up, 
less  the  expenses  incurred  in  carrying  on  the  concern. 
As  already  stated,  this  is  substantially  the  basis  on 
which  Life  Assurance  offices  are  at  present  taxed. 
They  pay  tax  either  by  reduction  or  by  assessment 
on  the  whole  interest  or  produce  of  their  funds,  and 
they  receive  a rebate  on  the  amount  of  their  expenses 
of  management. 

Proprietary  offices. 

16.567.  (8)  The  case  described  above  is  that  of  a 
Mutual  Assurance  Society,  but  other  offices  are  con- 
stituted on  a different  principle.  They  are  proprie- 
tary companies  carried  on  and  controlled  by 
shareholders,  who  in  respect  of  the  guarantee  afforded 
by  their  capital  take  a small  proportion  (usually  not 
more  than  one-tenth)  of  the  periodical  surplus.  But 
for  this,  and  for  the  fact  that  the  control  is  in  the 
hands  of  shareholders,  the  position  of  the  policy- 
holders is  the  same  as  in  a mutual  office.  Their 
contributions  create  the  fund  out  of  which  the 
liabilities  are  met,  and  the  interest  or  produce  of 
the  fund,  less  expenses — and  less,  in  this  instance,  any 
portion  of  surplus  taken  by  the  proprietors — is  what 
they  as  a body  gain  from  the  employment  of  their 
united  contributions. 

Basis  applicable  to  both  classes. 

16.568.  (9)  Practically,  therefore,  the  present  basis 
of  taxation  on  interest,  less  expenses,  is  as  suitable 
in  its  application  of  proprietary  companies  as  to 
mutual  societies ; with  this  qualification  in  the  former 
case,  that  anything  the  shareholders  may  take  out  of 
the  concern  must  bear  its  appropriate  share  of  tax. 

Offices  content  with  basis  of  interest  less  expenses,  if 
other  points  be  conceded. 

16.569.  (10)  The  offices  represented  in  this  Associa- 
tion are  content  that  interest  less  expenses  of  manage- 
ment shall  continue  to  be  the  basis  of  taxation,  but 
they  urge  (1)  that  this  basis  if  now  confirmed  should 
be  adhered  to,  and  no  option  should  be  retained 
by  the  Inland  Revenue  to  a tax  on  a different  footing  ; 
and  (2)  that  the  overhead  rate  of  tax  should  be  ad- 
justed to  correspond  with  the  individual  liability  of 
the  policyholders. 

Bate  of  tax  to  be  considered. 

16.570.  (11)  Assuming,  then,  that  the  subject  of 
taxation  in  the  case  of  a Life  Assurance  office — or, 
let  it  rather  he  said,  in  the  case  of  a body  of  assured 
persons — is  to  be  the  income  created  by  the  investment 
of  the  funds,  less  the  expenses  of  management,  the 
question  remains,  at  what  rate  or  rates  the  tax  is  to 
he  charged. 

Problem  created  by  graduation. 

16.571.  (12)  If  Income  Tax  were  as  formerly  at  a 
uniform  rate,  save  for  the  distinction  between  earned 
and  unearned  income,  this  question  would  uot  arise. 
The  rate  would  without  doubt  be  the  rate  charged 
on  what  is  known  as  “ unearned  income.”  The  system 
of  graduation  introduced  into  the  tax  in  recent  times, 
however,  creates  a problem  which  in  this  case  cannot 
receive  the  same  solution  as  in  the  case,  for  example, 
of  a body  of  shareholders.  An  ordinary  trading  or 
investment  company  is  charged  by  deduction  or  other- 
wise at  the  maximum  rate  of  tax,  but  the  charge 
upon  the  company  is  only  a convenient  though  in- 
direct way  of  reaching  the  individual.  When  the 
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profits  of  such  a company  are  divided  each  member 
receives  his  share  under  deduction  of  tax  at  that 
rate,  and  if  he  as  an  individual  is  not  liable  to  the 
maximum  rate  of  tax  he  recovers  the  difference 
between  that  and  the  rate  (if  any)  to  which  he  is 
properly  liable  by  applying  to  the  Inland  Revenue 
Department  for  a refund.  In  the  case  of  insured 
persons  the  opportunity  for  such  an  adjustment  does 
not  arise.  The  interest  earnings  go  at  once  into  the 
common  fund,  and  ultimately  come  out  in  the  form 
of  capital  as  part  of  the  sums  assured  by  the  policies. 
There  being  no  separate  allocation  or  payment  of 
interest  to  individuals,  no  one  can  say  that  he  has  re- 
ceived so  much,  and  that  this  having  borne  tax  at 
the  maximum  rate  he  is  entitled  to  a return  of  the 
difference  between  such  tax  and  the  amount  with 
which  he  was  properly  chargeable.  Equality  of 
treatment,  however,  as  between  one  set  of  persons  and 
another,  requires  that  the  constituents  of  a Life 
Office  shall  in  some  way  have  a corresponding  relief 
afforded  to  them. 

Essence  of  the  case  on  graduation. 

16.572.  (13)  The  essence  of  the  case  which  the  offices 
respectfully  submit  to  the  Commission  on  this  point 
is  that  a remedy  should  be  found  for  the  defect  in 
existing  legislation  which  leaves  a particular  set  of 
persons  to  bear  a higher  rate  of  tax  than  that  to 
which  as  individuals  they  are  liable,  while  it  properly 
affords  a means  of  relief  to  other  persons  whose  tax- 
able revenue  is  disposed  of  in  a different  manner. 

Insured  persons  liable  to  all  grades  of  tax. 

16.573.  (14)  A body  of  insured  persons  is  an  aggre- 
gation of  individuals  having  all  grades  of  income, 
and  liable  therefore  to  all  the  different  grades  of  tax. 
It  follows  from  this  that  when  monies  contributed  by 
them  are  aggregated  and  invested  for  the  ultimate 
benefit  of  the  whole  body,  the  amount  of  tax  payable 
on  the  net  yearly  produce  should  be  as  nearly  as 
possible  approximate  to  that  which  would  be  charged 
if  the  individual  shares  were  dealt  with.  At  present 
the  full  maximum  rate  of  tax  is  levied,  with  the 
obvious  result  that  the  policyholders  as  a body  have 
to  bear  a larger  amount  of  tax  than  they  ought. 

Individual  relief  impracticable. 

16.574.  (15)  It  has  been  suggested  that  a means  of 
relief  might  be  found  by  furnishing  annually  to  each 
policyholder  a certificate  of  the  amount  of  the  pro- 
portionate share  of  his  policy  in  the  taxed  income  of 
the  assurance  office  and  treating  that  as  the  basis 
of  a claim  for  refund.  There  are  grave  objections  to 
this  in  theory,  and  in  practice  it  would  be  an  exceed- 
ingly clumsy  and  roundabout  process,  and  would 
entail  both  upon  the  assurance  offices  and  the  Inland 
Revenue  an  immense  amount  of  labour  which  would 
be  quite  incommensurate  with  any  advantage  gained. 

Adjustment  can  only  be  in  the  aggregate. 

16.575.  (16)  In  a system  of  direct  taxation  at  fixed 
rates  justice  can  only  be  done  in  the  aggregate,  and 
the  conclusion  seems  inevitable  that  in  the  present 
case  any  adjustment  must  take  place  as  between  (a) 
the  Inland  Revenue  and  (5)  each  individual  assurance 
office  representing  its  policyholders  as  a whole. 

An  average  rate  of  tax  proposed. 

16.576.  (17)  The  obvious  way  to  effect  such  an  ad- 
justment is  to  make  an  approximation  to  the  average 
rate  of  tax  to  which  the  policyholders  would  be  liable, 
and  let  that  rate  regulate  the  amount  of  tax  to  be 
levied  upon  them  as  a body.  In  this  way  substantial 
justice  would  be  done. 

What  should  be  the  measure. 

16.577.  (18)  There  is  unfortunately  no  means  by 
which  the  assurance  offices  can  obtain  an  accurate 
measure  of  the  individual  incomes  of  their  policy- 
holders, and  the  extent  of  abatement  or  relief  to 
which  they  are  entitled.  Recent  concessions  in 
favour  of  married  persons  and  parents  will  tend  to 
bring  down  to  a still  lower  level  the  rates  of  tax 
chargeable  on  smaller  incomes  and  to  increase  the 
number  of  those  entitled  to  exemption,  so  that  the 
average  rate  leviable  from  a body  of  insured  persons 
will  be  still  further  removed  from  the  maximum- 


What  that  average  rate  may  be  the  assurance  offices 
are  not  able  to  estimate  precisely,  but,  judging  by 
the  individual  amounts  assured  and  the  outward 
circumstances  of  the  bulk  of  their  members,  the 
offices  believe  it  safe  to  conclude  that  the  incomes 
are  on  the  average  much  below  the  amount  on  which 
the  maximum  rate  of  tax  is  leviable.  Taxation 
corresponding  to  an  average  income  of  £1,000  to 
£1,500  would,  it  is  believed,  be  above  rather  than 
below  the  mark. 

Objection  that  richer  class  would  benefit. 

16.578.  (19)  It  has  been  said  that  if  a modified 
rate  were  charged  the  richer  policyholders  would 
benefit,  while  those  with  smaller  incomes  would  still 
be  contributing  more  than  their  proper  share  of  tax. 
This  objection  only  brings  into  greater  prominence 
the  injustice  of  the  present  system,  which  makes 
rich  and  poor  alike  bear  a burden  that  is  designed 
only  fop  the  rich.  Under  a properly  averaged  tax 
the  persons  with  the  smaller  incomes  would  at  least 
have  a partial  measure  of  relief  afforded  to  them, 
and  it  would  clearly  be  unfair  to  refuse  this  instal- 
ment of  justice  to  the  groat  majority  of  policy- 
holders because  in  its  application  a different  and 
much  smaller  class  of  persons  would  incidentally 
benefit.  But  on  other  grounds  the  objection  is  not 
sound.  So  far  as  the  Revenue  is  concerned — always 
assuming  the  modified  rate  to  be  a fair  one,  having 
regard  to  the  average  of  cases — the  result  would  be 
the  same  as  if  the  share  of  each  individual  could  be 
ascertained.  The  Revenue  would  receive  the  rich 
man’s  maximum  and  the  poor  man’s  minimum  in 
the  shape  of  an  equalized  rate,  and  it  need  have  no 
concern  with  the  distribution  of  the  burden  over  the 
different  classes  of  policyholders.  These  would 
rightly  benefit  as  a body  by  any  modification  of  the 
maximum  rate  at  present  charged,  and  the  matter 
would  fall  to  be  adjusted  by  the  general  principle 
of  average  which  runs  all  through  the-  system  of 
insurance,  generally  to  the  advantage  of  the  smaller 
policyholder.  In  this  connection  it  may  fairly  be 
pointed  out  that  while  in  Life  Assurance  all  oases, 
large  and  small,  commonly  bear  the  same  rate  of 
premium  according  to  age,  the  expense  of  manage- 
ment is  proportionately  less  in  the  case  of  large 
insurances  than  in  that  of  a number  of  small  in- 
surances reaching  the  same  amount  in  the  aggregate 
and  contributing  the  same  amount  of  premium 
revenue.  It  is  therefore  to  the  advantage  of  those 
insured  for  the  smaller  sums  that  they  have  asso- 
ciated with  them  the  holders  of  large  policies  who 
would  share  the  benefit  of  an  equitable  adjustment 
of  the  overhead  rate  of  tax. 

Conclusion. 

16.579.  (20)  To  sum  up.  The  offices  submit:  — 

(a)  that  their  basis  of  taxation  once  determined 

should  be  adhered  to,  and  there  should  be 
no  option  to  the  Inland  Revenue  to  change 
from  time  to  time  to  another  basis; 

(b)  that  they  should  not  have  to  bear  the  maxi- 

mum rate  of  tax,  seeing  their  constituents 
are  not  as  a whole  liable  to  such  rate ; 

(c)  that  the  form  of  relief  best  suited  to  their 

case'  is  to  charge  a modified  rate  of  tax 
corresponding  as  nearly  as  may  be  to  the 
average  liability’  of  their  constituents. 

II.  Income  Tax  on  annuitants. 

Present  position. 

16.580.  (1)  Subject  to  the  statutory  abatements 
and  allowances  applicable  to  income  of  all  kinds,  a 
life  annuity  is  at  present  charged  with  tax  on  its 
full  amount. 

Inequity  of  present  system. 

16.581.  (2)  The  Life  Offices  submit  on  behalf  of 
their  annuitants  that  such  an  annuity  is  in  reality 
a return  of  capital  with  interest,  and  that  the  tax 
being  charged  upon  capital  as  well  as  upon  interest 
is  an  unfair  charge  on  the  annuitant  upon  whom  it 
falls.  They  submit  that  on  grounds  of  justice  the  tax 
should  be  restricted  to  what  can  fairly  be  regarded 
as  the  income  element  in  the  annuity. 
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Class  of  persons  affected. 

16.582.  (3)  For  the  most  part,  annuitants  belong 
to  a class  with  very  limited  incomes,  the  annuities 
having  in  most  cases  been  bought  specially  to  eke 
out  otherwise  insufficient  incomes.  When  the  rate 
of  tax  was  low  and  the  exemption  limit  higher,  the 
inequity  was  not  of  so  much  importance,  although 
it  was  always  there,  but  nowadays,  when  the  lowest 
rate  of  tax  on  unearned  incomes  is  3s.  in  the  £,  an 
inequitable  charge  presses  very  hardly  on  life 
annuitants,  who  are  many  of  them  elderly  persons 
in  anything  but  affluent  circumstances.  Take  the 
example  of  a woman  of  70  who  invests  £1,000  in  an 
annuity  of  say  £120  a year.  She  would  have  to 
pay  tax  amounting  to  £18  in  respect  of  her  annuity. 
If  she  had  continued  to  invest  the  £1,000  in  ordinary 
securities  yielding,  say,  5 per  cent.,  her  income  from 
those  would  have  been  £50  a year,  the  tax  on  which 
would  be  only  £7  10s.,  or  £11  10s.  per  annum  less 
than  she  would  be  charged  if  she  invested  in  a life 
annuity. 

Alternative  of  using  up  capital. 

16.583.  (4)  If  there  were  a sufficient  number  of 
such  annuitants,  and  they  combined  to  retain  their 
money  in  their  own  hands,  taking  out  of  capital 
each  year  enough  to  make  up  the  £120  which  they 
felt  they  needed  to  live  upon,  they  would,  as  a 
hodv,  all  have  died  off  .just  when  the  money  was  used 
up.  If  such  a course  were  followed,  tax  would  be 
paid  only  on  the  income  arising  from  the  balance 
of  capital  remaining  from  year  to  year,  and  this, 
of  course,  would  grow  less  and  less  as  time  went  on 
until  it  disappeared.  No  single  annuitant  can,  how- 
ever, afford  to  take  the  rjsk  of  being  left  with  all 
his  or  her  capital  so  expended,  so  recourse  is  had 
to  a Life  Office,  or  the  Post  Office,  with  the  result 
that  the  State  is  a gainer  to  a large  extent  at  the 
expense  of  the  annuitant,  who  is  thus  mulcted  in  an 
inequitable  way. 

Only  a proportion  of  annuity  actual  income. 

16.584.  (5)  It  is  urged  that,  in  the  case  of  life 
annuitants,  only  a proportion  of  the  annuity  should 
be  reckoned  as  income  for  Income  Tax  purposes,  and 
the  suggestion  is  made  that  the  basis  of  the  amount 
to  be  so  reckoned  as  income  should  be  what  would 
be  a reasonable  interest  return  on  the  purchase  money 
cf  the  annuity,  say  5 per  cent,  thereon. 

Trouble  involved  inconsiderable. 

16.585.  (6)  Some  trouble,  no  doubt,  would  be  in- 
volved in  the  first  instance  both  to  the  Inland 
Revenue  and  to  the  Life  Offices  in  fixing  the  amount 
to  be  reckoned  as  income;  but  after  the  first  year 
the  matter  would  be  a simple  one,  and  life  annuitants 
would  be  relieved  from  an  injustice  which  presses 
hardly  on  them  at  any  time,  but  especially  in  times 
like  these. 

Dispersal  of  capital. 

16.586.  (7)  It  has  been  suggested  that  an  annuitant 
disperses  his  or  her  capital,  and  therefore,  to  the 
loss  of  the  Revenue,  leaves  no  estate  at  death  on 
which  Death  Duties  can  be  levied,  and  it  is  argued 
that  any  capital  so  dispersed  is  a fair  subject  for 
Income  Tax  as  a set-off.  This  reasoning,  however, 
appears  inconsistent  with  the  theory  of  Income  Tax, 
which  is  essentially  a tax  on  income  and  not  on 
capital.  Life  annuitants  are  usually  elderly  people 
whose  earning  days  are  over,  and  who  have  no 
alternative  but  to  buy  an  annuity  in  order  to  provide 
an  income  upon  which  they  can  live.  It  is  difficult 
to  see  any  reason  why  they  should  be  taxed  upon  the 
capital  they  spend  in  this  way,  while  other  persons 
who  disperse  their  capital,  say,  by  extravagance  or 
speculation  are  not  taxed  on  the  capital  so  disappear- 
ing. Besides,  the  amount  of  Income  Tax  paid  under 
the  present  system  on  an  annuity  during  its  currency 
is,  at  the  rate  now  obtaining,  in  most  cases  much  in 
excess  of  the  sum  that  would  fall  to  be  paid  by  way 
of  Death  Duty  on  the  purchase  money.  The  rate  of 
Death  Duty  would  in  the  great  majority  of  cases  be 
low,  as  annuitants  are,  as  a class,  persons  of  small 
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means.  On  an  estate  of  £1,000  to  £5,000,  invested  in 
ordinary  securities,  the  rate  of  Death  Duty  would  be 
3 per  cent.,  and  the  State  would  benefit  to  the  extent 
of  £30  on  £1,000  at  the  death  of  the  owner.  On  the 
other  hand,  if  £1,000  were  invested  in  an  annuity, 
the  Revenue  authorities  would,  as  matters  now  stand, 
collect  £11  10s.  of  Income  Tax  each  year  over  and 
above  the  tax  on  the  5 per  cent,  assumed  as  the 
normal  interest  yield  of  the  £1,000. 

Argument  of  Departmental  Committee  in  1905'  should 
not  prevent  remedy  now. 

16.587.  (8)  When  the  subject  was  before  a Depart- 
mental Committee  in  1905,  the  argument  was  accepted 
by  the  Committee  that  as  existing,  annuities  had 
been  created  during  the  existence  of  the  Income  Tax 
it  must  be  assumed  that  the  contracting  parties  had 
taken  the  tax  into  consideration,  and  that  therefore 
holders  of  existing  annuities  had  no  equitable  title 
to  relief.  The  argument,  however,  deals  in  no  way 
with  the  justice  or  injustice  of  the  method  of  assess- 
ment, and  the  Commission,  it  is  hoped,  will  not  allow 
such  an  argument  to  weigh  against  the  equitable  right 
of  life  annuitants  to  have  their  grievance  remedied. 
It  is  one  which  some  of  them  feel  very  keenly.  No 
doubt  they  accepted  the  position  as  it  stood  when 
they  purchased  their  annuities,  but  the  lowering  of 
the  limit  of  exemption  and  the  great  increase  in  the 
rate  of  tax  make  it  necessary  that  the  injustice  of 
the  present  system  as  applied  to  life  annuitants  be 
again  most  carefully  considered.  It  is  hoped  that 
one  of  the  results  of  the  Commission’s  labours  will  be 
to  remedy  grievances  such  as  this  which  exist  under 
the  present  Income  Tax  laws. 

[This  concludes  the  evidence-in-chief  of  Mr.  Low.\ 

Mr.  Steuart  Macnaghten,  on  behalf  of  the 
Standard  Life  Assurance  Company,  the  Gresham 
Life  Assurance  Society,  Limited,  the  Norwich 
Union  Mutual  Life  Insurance  Society,  and  the 
Star  Assurance  Society  (now  incorporated  with 
the  Eagle,  Star  and  British  Dominions  Insur- 
ance Company,  Ltd.),  the  Life  Companies  prin- 
cipally concerned  in  the  transaction  of  foreign 
Life  Assurance  business,  handed  in  the  following 
statement  as  his  evidence-in-chief : — 

N.B. — This  memorandum  relates  only  to  the 

FOREIGN  FUNDS  OF  BRITISH  COMPANIES  TRANSACTING 
BUSINESS  THROUGH  BRANCHES  OR  AGENCIES  OUTSIDE  THE 
United  Kingdom. 

16.588.  (1)  The  funds  of  a British  company  trans- 
acting foreign  business  may  be  classified  under  the 
following  heads — viz.,  the  home  fund,  the  foreign 
fund  and  also,  in  the  case  of  a proprietary  company, 
the  shareholders’  fund. 

16.589.  (2)  The  home  fund  represents  the  assets 
belonging  to  the  policyholders,  wherever  resident, 
who  affected  policies  through  a branch  or  agency  in 
the  United  Kingdom. 

16.590.  (3)  The  foreign  fund  represents  the  assets 
belonging  to  policyholders  resident  abroad  who 
affected  their  policies  through  a branch  or  agency 
outside  the  United  Kingdom. 

16.591.  (4)  The  shareholders’  fund  represents  the 
assets  belonging  to  shareholders  wherever  resident. 

16.592.  (5)  Under  the  present  law,  if  a company  is 
assessed  on  an  “ interest  ” basis  the  foreign  fund  is 
exempt  from  taxation  provided  the  assets  comprising 
that  fund  are  invested  in  securities  outside  the 
United  Kingdom  or  in  certain  British  Government 
securities.  If  the  company  is  assessed  on  a 
“ profits  .”  basis  under  Case  I.  Schedule  D,  the  assess- 
ment is  made  on  the  actuarial  surplus  arising  from 
the  whole  funds  inclusive  of  the  surplus  arising  from 
the  foreign  fund.  In  practice,  owing  to  the  fact  that 
all  British  companies  transacting  life  business  abroad 
do  also  a considerable  home  business,  the  “ interest  ” 
assessment  on  the  home  fund  usually  exceeds  the 
“ profits  ” assessment  on  the  whole  funds,  and  taxa- 
tion is  therefore  confined  to  the  home  fund. 
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16.593.  (6)  The  companies  submit  that,  whatever 
basis  of  taxation  be  adopted  for  Life  Assurance  com- 
panies generally,  the  foreign  fund  should  continue  to 
be  exempt  from  all  British  taxation.  If  the  foreign 
fund  and  therefore  the  foreign  policyholders  were 
made  the  subject  of  British  taxation,  it  is  obvious 
that  British  companies  would  not  be  able  to  compete 
abroad  with  native  companies  not  subject  to  such 
taxation,  and  it  would  probably  involve  the  sale  or 
transfer  of  existing  foreign  business  to  foreign  com- 
panies. 

[This  concludes  the  evidence-in-chief  of 
Mr.  Macnaghten.J 

16.594.  Mr.  Pretyman : We  have  had  your  printed 
proofs  of  evidence  which  I think  we  have  all  read,  and 
I propose  to  deal  with  you  gentlemen  separately; 
that  will  probably  be  a saving  of  time  and  convenient 
to  both.  If  you  each  hear  the  evidence  of  the  others 
it  may  not  be  necessary  to  ask  the  same  questions  in 
all  cases.  Unless  there  is  anything  special  you  wish  to 
add  at  this  stage  to  your  evidence-in-chief  we  propose 
to  take  that  as  having  been  read  and  understood  by 
the  Commissioners,  and  the  Commissioners  will  ask 
you  any  questions  that  they  wish?— {Mr.  Hovil)  If 
you  please. 

16.595.  Have  you  anything  you  wish  to  add? — No, 
I have  nothing  specially  I want  to  say  in  addition  to 
what  appears  in  the  evidence-in-chief. 

16.596.  Sir  E.  Nott-Bower : I think  the  evidence  is 
much  on  the  same  lines  in  each  case.  I think  there 
are  two  points  of  difference ; I think  that  the  Scottish 
Life  Offices  do  not  ask  for  an  assessment  based  on 
profits,  and  that  they  also  make  a special  claim  as  to 
annuities.  I think  in  other  respects  your  evidence 
is  on  the  same  lines? — Yes. 

16.597.  Mr.  Pretyman : Therefore  it  will  not  be 
necessary  to  repeat  the  questions,  beyond  the  general 
question  that  I shall  perhaps  ask  when  we  come  to  the 
Scottish  offices,  whether  they  agree  generally  with 
the  evidence  given  on  the  points  on  which  their  proofs 
coincide. 

16.598. ^  Dr.  Stamp : I will  refer  first  to  the  evidence 
of  the  English  Life  Offices.  You  speak  in  paragraph  5 
of  the  circumstances  in  which  a Life  Office  would 
make  a loss? — Yes. 

16.599.  A company  may  make  a loss  because  the  net 
rate  of  interest  realized  from  their  investments,  or 
their  rate  of  expenses,  or  the  conditions  of  mortality, 
are  less  favourable  than  those  which  have  been 
assumed.  Now  do  you  mean  an  actual  loss,  or  a loss 
by  relation  to  the  assumptions  that  you  have  made?— 
A loss  by  relation  to  the  assumptions  we  have  made. 

16.600.  You  would  only  make  an  actual  loss,  I take 
it,  if  as  a fact  your  premiums  and  interest  did  not 
actually  meet  the  liabilities  as  an  actual  result  of  the 
working  ? — Yes,  that  is  so,  but  of  course  that  is  assum- 
ing that  we  laid  down  a basis  that  we  consider 
a right  and  proper  and  safe  one  to  work  on.  If  our 
funds  do  not  amount  to  the  sum  necessary  to  meet 
liabilities  calculated  in  that  particular  manner  of 
course  we  consider  we  have  made  a loss. 

16.601.  Is  the  method  of  calculating  that  liability 
identical  throughout  all  companies  ? — Certainly  not. 

16.602.  You  have  different  expenses,  you  reckon 
upon  different  net  rates  of  interest,  and  you  take 
different  mortality  experience? — That  is  so. 

16.603.  Therefore  if  there  were  to  be  any  suggestion 
that  your  liability  was  to  be  calculated  by  reference 
to  profits,  would  it  not  he  necessary,  in  fairness,  to 
standardize,  for  revenue  purposes  at  any  rate,  the 
whole  of  your  methods  of  valuation  ? — I do  not  think 
bo  at  all;  because  in  the  past,  prior  to  1915,  the  life 
branches  of  composite  offices  were  taxed  on  their 
profits  for  many  years,  and  no  standard  of  valuation 
was  considered  necessary  then. 

16.604.  I am  speaking  now  of  circumstances  in  which 
the  alternative  liability  upon  interest  is  given  up  and 
you  then  come  upon  what  we  might  call  a commercial 
basis.  Now  I ask  whether  there  is  already  existing 
the  possibility  of  a commercial  basis  without  some 
kind  of  standardization?  I will  just  put  a simple 
illustration.  One  company  shows  a profit  on  its 
valuation  of,  we  will  say,  £100,000,  because  in  its 


valuation  it  has  made  certain  assumptions.  Another 
company,  which  makes  more  rigid  or  more  stringent 
assumptions,  shows  a profit  of  £50,000.  Would  it 
not  be  possible  for  one  company  to  build  up  what  I 
may  call  an  inner  reserve  on  the  three  factors  in  the 
valuation,  which  might  get  strengthened  from  year  to 
year  so  far  as  Income  Tax  is  concerned,  if  you  did 
not  have  some  kind  of  uniformity  introduced? — You 
are  assuming  that  that  is  done  for  the  sake  of  escaping 
Income  Tax. 

16.605.  No,  I do  not  assume  that.  I would  merely 
assume  that  one  company  continues  its  more  stringent 
method.  You  will  say,  I imagine,  that  in  so  far 
as  the  business  remains  constant  and  the  method  of 
valuation  remains  constant,  whatever  inner  reserve 
there  may  be  in  one  company  as  compared  with 
another,  will  remain  constant? — Yes. 

16.606.  But  I take  it  that  the  tendency  of  Life 
Assurance  is  to  increase,  and  that  it  does  increase, 
with  the  increase  of  population? — Yes. 

16.607.  Therefore  that  inner  reserve  which  the 
more  cautious  office  has  over  the  less  cautious  office 
would  tend  to  increase  with  the  ratio  of  business?— 
Yes,  I think  that  is  a fair  assumption. 

16.608.  Do  you  not  think  that  if  there  is  any 
attempt  to  assess  them  on  a commercial  basis  they 
should  be  equalized? — I do  not  think  it  is  necessary 
at  all. 

16.609.  Suppose  it  were  considered  to  be  necessary, 
would  it  be  feasible? — Yes,  quite  practicable. 

16.610.  You  could  continue  your  present  valuation 
for  commercial  purposes,  but  you  could  turn  these 
three  factors  on  to  a common  basis  without  much 
trouble?— I do  not  think  the  Life  Offices  would  wel- 
come any  standard  method  of  valuation,  because  a 
standard  method  of  valuation  involves  a good  deal 
of  work,  and  they  would  prefer  not  to  have  it;  it 
has  not  been  necessary  in  the  past  prior  to  1915, 
and  they  would  hope  that  it  would  not  be  necessary 
now,  even  if  they  were  taxed  on  a profit  basis. 

16.611.  Might  it  have  a tendency  to  make  thoso 
companies  which  have  taken  a less  cautious  view 
standardize  themselves  up  to  the  others?— I do  not 
think  so. 

16.612.  Not  with  a heavy  rate  of  tax,  like  6s.  in 
the  £? — No,  I do  not  think  so. 

16.613.  Supposing  they  are  already  considering  the 
desirability  of  taking  a more  stringent  table  of  mor- 
tality, would  not  this  encourage  them  ? — I should  not 
think  so;  that  is  my  personal  view. 

16.614.  You  think  it  would  be  too  small  a factor? 
—Yes.  Of  course  I do  not  know  the  idea  at  the  back 
of  your  mind  in  asking  the  question,  but  if  it  is  a 
question  of  enabling  the  Inland  Revenue  to  get  the 
proper  amount  of  tax,  I should  like  to  point  out 
that  they  would  not  necessarily  get  an  increased  tax 
because  they  introduced  a standardized,  or  if  you 
like  to  call  it  a commercial,  method  of  valuation. 

16.615.  No,  I am  not  thinking  of  increased  tax;  I 
am  thinking  merely  of  justice  as  between  different 
companies,  so  that  they  should  not  be  assessed  on  a 
mere  accident.  I want  to  know  how  you  would  over- 
come that  difficulty.  Would  you  admit  that  there  is 
a difficulty? — I would  not  admit  that  the  various 
offices  would  feel  any  sense  of  injustice  because  they 
were  taxed  in  respect  of  their  own  varying  methods 
of  valuation;  shall  I put  it  like  that? 

16.616.  You  think  that  those  who  saw  themselves 
bearing  an  extra  burden  simply  owing  to  the  differ- 
ence of  valuation  would  not  make  themselves  heard 
on  the  subject? — Not  at  all.  Those  offices  who  are 
increasing  their  reserves  would  be  laying  up  funds 
which  would  produce  profit  which  would  be  subject 
to  taxation  in  future  periods. 

16.617.  Possibly  so,  always  subject  to  this,  that 
at  every  succeeding  valuation  they  score  over  that 
quinquennium  compared  with  other  people,  by  the 
assumed  rate? — Yes,  if  you  can  call  it  a score. 

16.618.  At  any  rate  the  difficulty  exists  in  theory, 
but  you  think  there  is  nothing  in  it  in  practice? — 

I do  not  think  that  is  a difficulty  which  could  be  put 
in  the  way  of  adopting  a profits  method  of  valuation- 
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16.619.  You  i L ink  that  6s.  in  the  £ Income  Tax 
is  not  what  you  might  call  a dynamic  factor  as  be- 
tween two  companies  to  tend  to  bring  them  on  to  the 
same  lines? — No. 

16.620.  It  is  not  sufficient  to  worry  about? — I do 
not  think  it  is  sufficient  to  induce  them  to  adopt  less 
stringent  methods  of  valuation  for  the  moment. 

16.621.  If  you  think  that  it  is  not  a very  important 
item  in  the  valuation  of  net  interest  does  it  not 
rather  weaken  your  whole  claim?  Is  not  the  whole 
of  your  claim  based  now  on  the  inequities  brought 
about  by  a high  rate  of  tax?  You  cannot  have  it 
both  ways — that  it  is  first  a big  grievance  and  then 
that  it  is  too  small  a matter? — We  are  not  here  at 
all  because  the  rate  of  Income  Tax  happens  to  be  6s. 

16.622.  But  I suggest  to  you  that  the  very  height 
of  the  Income  Tax  makes  the  difference  whether  it 
is  a big  grievance  or  not? — Of  course  that  is  natural, 
but  the  point  I want  to  make  is  that  this  question 
of  a profits  basis  has  been  to  the  front  for  20  years 
past  or  more  than  that — long  before  the  Income  Tax 
was  more  than  a Is. 

16.623.  How  many  companies  do  you  think  are 
assessed  on  a profits  basis  as  compared  with  the 
interest  basis;  what  percentage? — At  the  present  time 
I should  think  five  or  six.  I should  like  to  consider 
that. 

16.624.  Is  it  a large  proportion  of  the  total  that 
are  assessed  on  profits  as  distinct  from  total  interest? 
— No,  quite  a small  proportion. 

16.625.  Therefore  the  question  of  being  assessed  on 
profits  has  not  been  really  anything  more  than  an 
occasional  one? — That  is  so. 

16.626.  Therefore  to  put  everybody  on  profits  brings 
out  new  issues  that  have  been  covered  up  and  cloaked 
hitherto.  Is  it  any  answer  to  the  point  I am  making 
now  to  say  that  it  has  never  mattered  in  the  past, 
when  the  profits  liability  has  never  really  been  an 
urgent  matter?- — But  I think  it  has  mattered  in  the 
past.  Our  point  is  that  the  profits  basis,  when  the 
Commission  is  considering  the  merits  of  the  two  quan- 
tums,  is  the  more  equitable  one. 

16.627.  Shall  I put  it  to  you  in  this  way : that  if 
out  of  100  assessments  only  five  or  even  ten,  we  will 
say,  have  been  On  the  profits  basis,  any  little  anomaly 
existing  owing  to  the  profits  basis  in  the  past  has 
been  a negligible  question  compared  with  what  it 
would  be  if  you  were  going  to  put  the  whole  100  on  itf 
— But  I do  not  think  there  are  any  questions  of  the 
difficulties  that  would  be  likely  to  arise  by  putting 
those  other  offices  on  to  a profits  basis. 

16.628.  You  answered  one  question  of  mine  by  say- 
ing that  there  has  never  been  any  difficulty  in  the 
past.  I suggest  to  you  that  there  need  never  have 
been  any  difficulty,  because  the  matter  was  too  small 
then,  but  that  if  everybody  came  on  a profits  basis 
these  anomalies  might  be  more  important? — I think 
you  misunderstood  me  then.  When  I said  there  was  no 
difficulty  in  the  past  I meant  that  before  1915  all 
the  life  branches  of  composite  offices,  which  amounted 
to  a great  deal  more  than  half  a dozen,  were  for 
a long  series  of  years  taxed  on  a profits  basis  without 
any  standard  method  of  valuation. 

16.629.  And  not  by  reference  to  total  interest? — Not 
by  reference  to  total  interest. 

16.630.  In  the  past  there  has  been  a large  numbej 
of  assessments  upon  profits  and  not  upon  interest?— 
Yes,  and  they  were  quite  important  offices,  the  life 
branches  of  some  of  the  big  composite  offices. 

16.631.  What  proportion  of  the  total  Life  Offices 
was  so  assessed ; have  you  any  idea  ? — One-third  or 
a half,  I should  say. 

16.632.  At  any  rate,  if  there  is  a theoretical  or 
practical  difficulty  arising  out  of  the  lack  of  uni- 
formity of  valuation  it  would  be  more  important 
in  the  future  than  in  the  past.  Shall  we  put  it  as 
high  as  that — more  important? — I am  not  quite  sure 
that  I am  prepared  to  admit  that. 

16.633.  Then  I will  pass  that.  Now  come  down  to 
the  question  of  principle  involved  in  the  suggestion 
for  charging  on  the  interest  basis  at  a lower  rate 
of  tax,  a sort  of  compromised  rate  of  tax.  The 
principal  difference  I understand  to  be  this : that 
where  payments  are  made  under  a policy,  we  gel 
at  the  present  time  the  full  tax  ou  the  interest 


that  has  been  earned,  that  accumulates  to  the  policy- 
holder ; and  that  if  he  were  an  investor  direct,  without 
the  interposition  or  agency  of  the  Life  Office,  the 
enormity  of  the  system  would  be  apparent,  because 
a comparatively  poor  man  would  be  seen  to  be  bearing 
the  full  rate  of  6s.  on  the  interest  on  his  investment  ? 
— Yes,  that  is  so. 

16.634.  Your  suggestion  is  that  if  we  could  look 
at  the  thing  as  between  a policyholder  and  the  man 
who  makes  an  investment  without  the  interposition  of 
the  Life  Office,  and  take  the  average  of  the  rates 
.of  all  the  people  who  invest  their  money  in  that 
way,  that  would  be  the  fair  and  equitable  method 
of  assessment? — Yes. 

16.635.  And  you  suggest  a rate  something  less  than 
6s.? — Something  not  exceeding  three-fourths  of  the 
present  standard  rate. 

16,636  . 4s.  6d.? — That  would  be  4s.  6d.  at  the 
present  time. 

16.637.  Will  you  tell  us  whether  you  have  any  kind 
of  calculation  as  to  the  actual  tax  that  would  be 
borne  by  people  as  investors  if  the  Life  Assurance 
companies  were  removed  from  view — whether  it  would 
work  out  to  4s.  6d.  ? — In  our  case  it  would  work 
out  at  a figure  considerably  under  4s.  6d.,  most 
distinctly. 

16.638.  Have  you  taken  Super-tax  into  consider- 
ation?— Yes,  even  taking  Super- tax  into  consider- 
ation. We  state  that  in  our  memorandum. 

16.639.  It  is  rather  important  that  we  should  know 
that  that  has  been  taken  into  account.  I suppose 
some  of  your  business,  or  a great  part  of  your  busi- 
ness, is  in  large  assurances  amongst  people  who  are 
liable  to  Super-tax? — No,  not  a great  part.  If  a 
great  part  of  our  business  was  with  people  who  are 
liable  to  Super-tax  you  would  see  it  in  a very  much 
larger  average  policy  than  we  state  to  be  the  fact, 
namely,  £300. 

16.640.  You  mean  that  you  never  get  policies  as 
small  as  that  amongst  well-to-do  people.  Is  that  the 
idea?  I can  imagine  a well-to-do  man  having  a 
number  of  policies.  If  you  are  going  to  take  the 
amount  of  the  average  policy  I think  it  is  a rather 
doubtful  calculation,  because  I can  quite  understand 
that  a wealthy  man  would  not  have  one  single  policy 
but  would  have  a number  of  policies,  we  will  say 
of  £1,000  each? — Yes,  but  we  have  taken  that  into 
consideration  in  asking  for  a rate  not  exceeding 
three-fourths.  Of  course,  it  is  not  a matter  susceptible 
of  exact  calculation. 

16.641.  I agree;  we  only  want  to  know  what  you 
have  taken  into  consideration? — We  have  taken  the 
average  policy.  Of  course,  the  average  policy 
amongst  all  Life  Offices  is  a factor  that  we  can  pretty 
easily  get  at. 

16.642.  Mr.  Pretyman : You  do  not  know  the  in- 
comes of  the  people  who  have  taken  out  the  policies. 
What  means  have  you  of  ascertaining  that? — We  do 
not  know ; we  quite  freely  admit  that ; and  I say  it 
is  not  a matter  of  exact  calculation ; but  from  general 
observation  and  from  our  knowledge  of  the  total  sum 
assured  in  respect  of  our  own  policyholders  we  can 
see,  if  you  like  to  put  it,  that  £600  is  quite  an 
average  amount  per  life  in  all  offices;  that  is  to  say, 
that  the  average  assured  person  is  not  assured  for 
more  than  £600,  whether  he  is  assured  more  than 
once  in  one  office  or  in  several  offices. 

16.643.  Sir  E.  Nott-Boiver : Take  my  case,  for 

instance,  which  I think  is  quite  an  average  sort  of 
case.  My  Life  Assurance  comes  to  over  £7,000 
altogether,  but  it  is  split  up  into  eleven  policies, 
and  it  is  divided  between  four  or  five  companies. 
The  average  amount  of  those,  policies  is  £600  or 
£700.  Have  you  taken  factors  like  that  into  con- 
sideration ? — Yes,  we  have  taken  those  into 

consideration. 

16.644.  Dr.  Stamp:  What  have  you  taken  as  the 
average  number  of  policies  per  person?  If  the 
average  policy  is  £300,  what  have  you  taken  as 
the  average  number  of  policies  per  person? — If  you 
put  it  at  half  as  high  again  I think  that  would  be 
a fair  figure. 

16.645.  That  is  to  say,  three  policies  between  two 
people.  That  is  the  figure  you  have  taken? — One  of 
the  methods  adopted,  I might  explain  to  the  Com- 
mission, is  t°  see  how  many  duplicate  policies  there 
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are  in  respect  of  any  one  individual  office.  There  I 
have  found  that  every  life  assured  with  one  particular 
office  had  1J  policies  in  existence. 

16.646.  Do  you  think  it  is  sufficient  to  raise  it  by 
another  quarter  for  different  offices? — I say  raise  it 
by  another  one  and  double  the  £300 ; you  still  get 
only  £600. 

16.647.  That  is  to  say,  three  policies  amongst  two 
people.  That  has  led  you  to  a certain  figure  of 
income  as  the  average  figure  by  reference  to  which 
you  should  take  your  rate? — Not  that  alone.  Perhaps 
I may  tell  you  that  there  was  another  body  of 
statistics  brought  to  my  knowledge  by  the  Inland 
Revenue  Department.  It  was  in  the  Reports  of  the 
Inland  Revenue  Commissioners.  The  particular 
volume  I had  was  the  58th  Report.  In  that,  af 
page  23,  you  will  find  that  they  set  out  the  amount 
of  Life  Assurances  included  in  the  estates  of  people 
who  died.  If  you  look  at  that  you  will  find  that  the 
total  policies  in  that  particular  year  amounted  to 
£12,800,000.  Now,  of  that  £12,800,000,  £6,800,000 
referred  to  estates  not  exceeding  £10,000;  and  there 
is  a further  correction  to  be  made  upon  that,  that  I 
do  not  think  was  apparent  to  the  mind  of  the  Inland 
Revenue  official  to  whom  I was  talking  at  the  time, 
which  my  committee  have  thought  of  since,  that  is, 
that  it  does  not  in  any  way  give  effect  to  the  number 
of  Endowment  Assurances  that  are  in  force,  that  of 
course  only  appears  in  that  statement  if  the  lives 
assured  by  those  Endowment  Assurance  policies  have 
died.  If  you  take  Endowment  Assurance  policies, 
for  every  person  that  dies  four  persons  live  to  draw 
their  money  when  they  become  55  or  60,  or  whatever 
the  age  is.  And,  of  course,  the  proceeds  of  those 
policies  are  invested,  and  appear  in  other  columns 
among  those  estates.  If  Endowment  Assurance 
policies  were  of  the  same  average  amount  as  ordinary 
whole  life  policies  there  would  be  nothing  in  it;  but 
you  will  find,  if  you  refer  to  the  assurance  companies’ 
returns,  that  the  Endowment  Assurance  policies 
average  something  under  £200  against  an  average  of 
something  under  £500  on  the  whole  life  policies.  So 
you  see  a very  much  larger  amount  of  the  proceeds 
of  Endowment  Assurance  policies  which  mature 
during  the  lifetime  of  the  lives  involved  would  be 
included  in  the  estates  under  £10,000.  So  there 
again  it  indicated  that  the  average  policyholder  was 
not  the  very  wealthy  man. 

16.648.  Those  figures  would  indicate  that  the  ratio 
of  Life  Assurance  falling  into  the  rich  group  and  the 
poorer  group  would  be  a satisfactory  ratio,  or  on  the 
excess  side  for  endowment  policies  also,  supposing 
that  they  could  be  shown? — I want  to  indicate,  of 
course,  that  the  Endowment  Assurances  would  be  more 
generally  in  the  smaller  estates. 

16.649.  In  bulk? — In  bulk,  yes. 

16.650.  You  think  that  is  so? — Yes. 

16.651.  Would  you  then  infer  from  that,  that 
amongst  wealthy  people  a whole  life  policy  is  a more 
popular  thing  than  an  endowment  policy? — On  the 
whole,  yes. 

16.652.  That  the  endowment  policies  are  to  be 
found  more  amongst  the  smaller  people? — Yes. 

16.653.  So  you  would  conclude  from  the  Inland 
Revenue  statistics,  modified  in  that  way,  that  the 
figure  that  you  have  taken  is  well  within  the  mark? — 
Yes. 

16.654.  In  reckoning  what  the  average  total  policies 
per  person  are,  have  you  then  turned  that  policy  into 
terms  of  income?  You  have  found  that  the  average 
policy  is  so  much.  Have  you  said  that  the  average 
policy  is  held  by  a certain  average  income? — No.  We 
cannot  do  that;  that  is  impossible. 

16.655.  In  considering  the  question  of  rate  have 
you  also  considered  this?  If  you  could  show  year  by 
year,  on  the  policyholder’s  Income  Tax  return,  the 
hidden  value  of  the  interest  that  has  accrued  to  him 
in  the  office,  it  would  increase  his  Income  Tax,  would 
it  not?  It  would  increase  his  total  income? — If  you 
could,  yes. 

16.656.  In  the  case  of  a man  with  £500  a year,  if 
you  could  give  him  a certificate,  as  you  say  in  your 
evidence  here,  of  the  amount  of,  we  will  say.  £20 
interest  that  has  accrued  on  his  life  policy  with  the 
tax  deducted  at  6s.  we  should  see  the  enormity  of 


not  allowing  him  a return:  it  would  be  clear  to  us? — 
Yes. 

16.657.  You  have  considered  the  tax  upon  the  £20 
and  the  amount  that  the  Revenue  would  have  to  re- 
turn to  him  if  it  were  an  investment? — Yes. 

16.658.  Have  you  also  reflected  on  the  fact  that 
although  he  may  have  been  overcharged  on  that  as  an 
investment,  yet  the  fact  that  he  omits  it  from  his 
form  keeps  the  amount  of  his  total  income  lower  than 
it  would  otherwise  be.  In  other  words  that  if  the 
interest  were  included  in  his  return  the  rate  of  tax 
on  his  whole  income  might  have  to  be  raised? — We 
are  starting,  are  we  not,  with  the  assumption  that 
we  are  talking  alx>ut  an  average  assurance  on  every- 
body’s life  of  £600,  say,  as  a maximum.  The  extra 
income  produced  from  the  interest  on  the  reserves 
and  so  on  in  connection  with  that  average  policy 
would  be,  I will  not  say  negligible,  but  very  nearly 
negligible. 

16.659.  If  it  is  nearly  negligible,  is  not  the  griev- 
ance nearly  negligible? 

16.660.  Professor  Pigou : Is  not  the  point  that  it  is 
negligible  with  reference  to  the  gap  between  the  two — 
the  difference  of  the  rate? 

16.661.  Dr.  Stamp:  True,  but  I wanted  to  know 
whether  any  credit  had  been  given  for  the  fact  that 
the  rate  of  tax  on  a man’s  income  might  be  increased 
if  he  had  to  show  the  interest  as  though  it  were 
interest  from  an  investment.  I have  not  suggested 
that  it  is  very  large? — That  might  l>e  so  in  some 
particular  cases. 

16.662.  It  would  throw  all  the  rates  up,  would  it  not. 
on  a graduated  line,  if  we  had  a graduated  tax? — It 
would  throw  them  up  some  little  degree. 

16.663.  The  whole  lot? — Obviously  I am  bound  to 
say  yes  to  that,  but  not  to  any  large  degree. 

16.664.  It  would  throw  up  a considerable  amount  at 
every  step  in  the  present  scheme  of  graduation  in 
the  case  of  certain  people.  I think  that  is  Professor 
Pigou’s  point.  Certain  people  near  the  margin  would 
be  thrown  up  to  a higher  rate,  but  the  people  in 
between  the  zones  would  not  be  thrown  up.  But  if 
a system  of  taxation  as  has  been  urged  upon  us,  of  a 
smooth  graduation,  were  adopted,  it  would  throw 
everybody’s  tax  up? — I think  I ought  to  say  this. 
You  are  talking  now  about  interest  on  reserves.  You 
must  remember  that  our  memorandum  says  that  the 
whole  of  the  interest  is  not  profit  and  should  not  bear 
tax  at  all. 

16.665.  I am  simply  reverting  to  the  simple  thesis 
that  by  the  intervention  of  the  office  between  the 
man  and  his  investment,  there  is  a tax  being  borne 
by  him,  consolidated  at  the  end  when  he  receives  the 
lump  sum,  if  you  like.  There  is  a tax  being  borne  by 
him  in  excess  of  what  an  ordinary  investment  would 
bear  ? — Yes. 

16.666.  Supposing  you  could  remedy  that  in  the  way 
that  has  been  referred  to  in  your  evidence,  by  giving 
him  a certificate,  I am  putting  it  that  that  would 
have  the  effect,  in  many  instances,  of  raising  the 
whole  tax  that  lie  had  to  pay,  to  a larger  ex  tent  than 
the  amount  of  the  repayment  due? — But  we  do  not 
say  anything  in  our  memorandum  about  giving  the 
man  a certificate.  We  are  not  suggesting  that. 

16.667.  It  is  referred  to  in  some  of  the  evidence? — 
In  Mr.  Schooling’s  evidence,  yes: 

16.668.  Let  me  say  that  it  has  been  referred  to  in 
evidence  that  if  that  could  be  done — bringing  the 
annual  increment  of  interest  on  to  the  man’s  total  in- 
come form,  and  showing  that  he  should  have  borne 
4s.  6d.,  and  that  as  he  has  borne  6s.  therefore  he  is 
entitled  to  a repayment  of  Is.  6d. — my  point  is  now 
to  ask  whether  you  have  taken  into  account  at  all,  in 
getting  that  compromised  rate  of  yours,  the  fact  that 
on  a graduated  scheme  of  taxation  the  very  inclusion 
of  that  interest  would  throw  up  his  rate? — Yes,  I 
think  we  have  fully  met  that,  because,  as  I pointed 
out  just  now,  our  figures,  as  far  as  we  can  vouch  for 
them,  certainly  show  that  we  should  be  justified  in 
asking  for  a smaller  differential  rate  than  is  repre- 
sented by  three-fourths  of  the  standard  rate ; there  is 
quite  a margin  for  allowing  for  any  little  loss  to  the 
Revenue  by  methods  such  as  you  suggest,  that  the 
man’s  interest  on  his  policy  might  possiblv  increase 
his  rate,  and  so  on, 
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16.669.  That  is  what  I want — that  you  have  allowed 
a margin? — There  is  plenty  of  margin  to  allow  for 
that. 

16.670.  That  is  all  I want  to  know — whether  in  get- 
ting at  it  you  allowed  that  margin? — Yes. 

16.671.  Now,  let  us  come  back  again  to  your  root 
prinicple  that  this  to  the  policyholder  is  really  an  in- 
vestment which  piles  up  and  is  paid  to  him  in  a lump 
sum,  and  that  as  such  the  interest  has  paid  a higher 
rate  of  tax  than,  if  it  had  been  openly  shown,  it 
should  have  paid : is  that  contingent  in  any  way  on  a 
withdrawal  of  the  existing  concessions  with  regard  to 
Life  Assurance  premiums? — No,  not  at  all. 

16.672.  You  want  the  two? — Yes;  we  say  nothing  in 
our  memorandum  about  the  allowance  for  premiums. 
We  think  that  is  a matter  more  particularly  between 
the  community  in  general  and  the  Government. 

16.673.  I would  like  to  know  what  your  views  on 
this  point  are,  because  the  whole  of  your  case,  as  I 
understand  it,  rests  on  this.  You  want  us  to  assimi- 
late the  Life  Assurance  method  to  the  ordinary  in- 
vestment in  order  that  we  may  see  the  enormity  that 
rests  on  the  poorer  policy-holders? — Yes. 

16.674.  We  have  done  that;  we  have  assimilated 
it,  and  we  have  looked  at  it  in  the  light  of  an  ordinary 
investment.  Now,  if  a man  puts  aside  so  muoh  out  of 
his  income  for  an  ordinary  investment,  he  has  paid 
tax  on  it  before  he  puts  it  aside? — Yes. 

16.675.  Life  Assurance  is  in  a special  position. 

16.676.  Mr.  Marks : I may  point  out  that  that  is 
the  contention  of  the  Scottish  offices,  not  the  English 
offices. 

16.677.  Dr.  Stamp : I want  to  get  from  this  witness 
whether  he  made  the  compromised  rate  depend  in  any 
way  upon  the  continuation  of  the  present  position. 
(To  Witness) : The  compromised  rate,  I understand 
from  you,  depends  in  the  last  resort  on  this  assimila- 
tion of  Life  Assurance  to  the  position  of  an  ordinary 
investment? — Yes. 

16.678.  I ask,  can  you  assimilate  the  position  to  an 
ordinary  investment  unless  you  do  it  right  through? 
Why  should  you  assimilate  it  to  an  ordinary  invest- 
ment in  this  particular  respect,  and  yet  have  it  dif- 
ferent from  an  ordinary  investment  in  respect  of  the 
premium  paid? — You  are  referring  to  the  premium 
rebate  now,  I take  it.  Of  course,  that  is  a concession 
granted  by  Government  because  they  think  it  is  in 
the  interests  of  the  State  to  foster  thrift  and,  as  far 
as  I have  read  the  evidence,  there  has  been  a prac- 
tically unanimous  opinion  that  that  is  a very  good 
thing  for  the  State. 

16.679.  In  so  far  as  you  are  appealing  to  the  com- 
parison between  this  and  an  ordinary  investment,  I 
suggest  that  you  should  make  it  go  beyond  the  point 
where  it  works  against  the  man  to  the  point  where 
it  works  for  him ; and  if  you  are  going  to  have  a com- 
plete assimilation  why  should  not  the  deduction  for 
Life  Assurance  premiums  be  abolished?  If  it  were 
abolished,  and  you  had  this  compromised  rate  allowed 
for  everybody,  then  I think  you  have  a complete  com- 
parison with  an  ordinary  investment.  Do  you  not 
think  so? — Well,  we  have  to  confine  ourselves  to  our 
side  of  the  case.  The  assessment  of  a Life  Office  is 
quite  apart  from  the  premium  rebate. 

16.680.  But  I suggest  to  you  that  the  principle  upon 
which  you  aro  basing  it,  if  logically  followed  out,  in- 
volves the  abolition  of  the  premium  allowance? — We 
do  not  think  that. 

16.681.  You  think  that  it  is  consistent  in  principle 
that  you  should  assimilate  it  to  a certain  extent  and 
not  go  further? — Yes. 

16.682.  You  can  do  it,  but  would  you  admit  that  it 
is  not  a complete  assimilation  to  an  ordinary  invest- 
ment?— One  of  the  reasons  which,  I think,  justifies  me 
in  saying  that  is  this : that  the  assessment  of  Life 
Offices  has  never  been  taken  into  consideration  and  re- 
adjusted when  for  other  reasons  you  have  altered  the 
premium  allowance.  In  1915  and  1916  you  made 
alterations  in  the  premium  allowance.  You  did  not 
on  that  account  say:  “ as  we  have  done  this  we  must 
reduce  the  assessment  of  Life  Offices.” 

16.683.  Mr.  Pretyman : But  do  you  not  put  this 
grievance  of  yours  forward  as  a grievance  to  the  in- 
dividual policyholder  whose  income  is  below  the  6s. 
limit;  and  this  exemption  which  is  given  to  him  on 
the  amount  of  his  premium  is  a direct  relief  to  him  of 


exactly  the  same  character? — We  look  upon  it  as  a 
grievance  to  the  offices  who  are  looking  after  the  in- 
terests of  their  beneficiaries. 

16.684.  It  is  not  really  a question  for  the  offices,  iB 
it?  It  is  a question  for  the  individual  policyholders 
and  shareholders;  it  is  not  the  office? — The  share- 
holders are  out  of  the  case,  if  I may  say  so. 

16.685.  We  will  leave  the  shareholders  out  alto- 
gether ; it  is  the  policyholders  who  are  the  people  con- 
cerned?— Yes. 

16.686.  The  policyholders  have  already  got  a very 
large  remission  through  paying  no  Income  Tax  on 
their  premiums,  and  now  you  ask  for  a still  further 
remission  for  them,  and  you  say  the  first  has  no  bear- 
ing on  it.  Can  you  really  maintain  that?— I could 
understand  the  Commission  suggesting,  for  instance, 
that  they  should  adopt  the  Canadian  precedent,  and 
not  tax  Life  Offices  at  all,  and  not  give  them  any 
rebate.  That  would  be  one  method  of  solving  the 
difficulty—  not  that  I am  urging  it. 

16.687.  Dr.  Stamp : You  mean  repay  the  tax  on  the 
whole  of  the  interest  that  you  get  from  your  invest- 
ment?— Yes,  that  is  what  they  do  in  Canada. 

16.688.  Then  that  would  be  a double  remission  to  a 
taxpayer,  would  it  not?— In  Canada  they  do  not  get 
any  rebate  on  the  premium,  but  the  life  poltcyholders 
pay  no  Income  Tax. 

16.689.  Mr.  Pretyman:  We  do  it  the  other  way. 
We  have  no  tax  on  the  premiums,  and  the  Life  Offices 
do  pay.  You  cannot  have  it  both  ways?— No ; but  we 
say  we  are  paying  too  much.  We  are  quite  willing 
to  pay,  but  we  say  we  are  paying  too  much. 

16.690.  Even  allowing  for  remission  on  premiums' 
Yes 

16.691.  I understood  you  to  say  just  now,  in  answer 

to  Dr.  Stamp,  that  you  did  not  take  those  premium 
remissions  into  consideration  at  all,  because  you 
thought  it  was  a different  thing?— It  is  a matter 
between  the  Government  and  the  community  whether 
they  make  any-  particular  concessions  in  support  of 
thrift.  . . 

16.692.  Dr.  Stamp:  Shall  I just  summarize  it  in 
this  way:  that  if  the  allowance  for  premiums  were 
discontinued,  and  you  had  your  true  rate  upon  the 
investors’  interest,  in  a compromised  form,  if  you  like,- 
then  you  would  have  completely  assimilated  the  posi- 
tion of  the  Life  Assurance  investor  to  that  of  any 
other  investor?— I dare  say  some  questions  will  be 
asked  me  by  the  other  Commissioners  as  to  the  analogy 
between  the  individual  investor  and  the  assessment 
of  Life  Offices  on  a profits  basis. 

16.693.  After  all,  your  claim  for  the  compromised 

rate’ rests,  in  the  last  resort,  on  tne  position  of  the 
average  individual  investor  in  respect  of  his  invest- 
ment?— It  rests  there.  ! 

16.694.  You  have  presented  to  us  a hardship,  and 
at  the  same  time  you  do  not  like  to  put  against  it 
any  boon.  Now  I say,  if  you  withdraw  the  boon, 
and  you  withdraw  the  hardship,  you  have  then  com- 
pletely assimilated  the  Life  Assurance  investor  to  the 
other  investors? — What  I cannot  quite  understand  is 
why  the  position  could  not  be  understood  that  it  is 
quite  equitable  to  consider  an  assessment  of  Life 
Offices  on  an  equitable  basis,  quite  apart  from  this 
premium  rebate. 

16.695.  Because  you  yourself  have  appealed  on  the 
position  of  the  individual  investor?  You  have  gone 
behind  the  Life  Assurance  office  as  such,  and  asked 
us  to  look  at  the  position  vis-a-vis  the  Income  Tax  of 
the  average  individual,  and  what  would  happen  as 
compared  with  this  method  we  are  taking? — But  do 
you  want  to  stop  at  the  Life  Offices,  and  not  go  past 
the  Life  Office  to  the  policyholder? 

16.696.  Wo  are  doing  that.  We  say  we  will  look 
at  the  position  in  regard  to  the  average  policyholder, 
but  we  want  to  look  at  his  whole  position  in  reference 
to  his  investment,  and  not  at  half  of  the  point.  If 
you  appeal  to  us  on  this  ground  of  the  position  of 
the  individual  investor,  to  get  your  average  lower 
rate,  then  we  say  we  want  to  look  at  his  whole  posi- 
tion. Now  is  there  anything  unfair  or  illogical  about 
that  ? — Of  course  we  are  here  to  deal  with  the  question 
of  the  proper  equitable  method  of  assessing  Life 
Offices.  Our  feeling  is  on  an  entirely  different  foot- 
ing. It  is  for  a different  purpose  altogether. 
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16.697.  Mr.  Pretyman : You  have  given  your  view; 
we  quite  understand  your  view  about  it;  it  is  for 
us  to  form  our  own  view? — Yes. 

16.698.  Sir  W.  Trower : I would  like  to  ask  one 
question  from  a practical  business  point  of  view. 
Have  you  any  statistics  to  show  how  many  persons 
take  the  relief  referred  to  in  paragraph  16  of  your 
evidence? — I have  no  statistics,  but  I dare  say  the 
Inland  Revenue  would  be  able  to  give  you  some. 

16.699.  My  reason  for  asking  the  question  is  this : 
it  might  be  put  as  a practical  question  to  you,  whether 
you  would  prefer  the  relief  now  granted,  which  is 
referred  to  in  that  paragraph,  or  whether  you  would 
prefer  to  have  your  alternative  relief  asked  for  in 
your  paper? — The  premium  rebate  is  not  relief 
allowed  to  Life  Offices. 

16.700.  I mean  to  put  it  from  a practical  point  of 
view.  In  asking  for  this  additional  relief,  are  you 
not  putting  the  relief  referred  to  in  paragraph  16  in 
jeopardy  ? — I do  not  think  so,  necessarily. 

16.701.  Not  necessarily,  but  is  it  not  possible  that 
you  may  do  so,  to  the  great  detriment  of  the  assurance 
companies? — No,  I do  not  think  so. 

16.702.  I only  wanted  to  bring  that  to  your  atten- 
tion ?— Obviously  the  Life  Offices  Association  do  not 
want  to  submit  evidence  that  would  be  in  detriment 
to  the  interest  of  Life  Assurance  offices  in  general. 

16.703.  That  is  not  the  question.  The  question 
was : does  not  in  effect  your  asking  for  a further 
concession  put  in  jeopardy  the  concession  which  you 
already  have?  That  is  for  the  Commissioners  to  say 
surely. 


16.704.  As  long  as  you  are  fully  aware  of  what  is 
before  you— what  is  possible  in  the  case— I have  my 
answer  ? — Yes. 

16.705.  Sir  E.  Nott-Bower : Just  one  question  with 
regard  to  the  result  of  the  adoption  of  a profits  basis. 
As  you  know,  some  of  the  largest  and  most  successful 
assurance  companies  are  mutual  companies,  and  they 
have  vast  accumulated  funds.  If  they  were  charged 

tb“r  Pfo4ts<  *ie,  loss  would  be  very  great,  would 
a ; j ™utual  companies,  if  a profits  basis  were 
adopted,  would  agree  to  legislation  that  would  pre- 
vent that  being  the  case.  I understand  your  point. 

ie^oe.  They  would  ask  the  Legislature  to  regard 
as  profits  what  the  courts  of  the  country  have  decided 
are  not  profits?— Of  course  the  mutual  companies 
would  not  expect  to  pay  no  tax  at  all.  P 

16,707  I think  the  Scottish  offices  are  at  one  with 
“S'  hi*t  w4*c4eve'-  b“sis  is  chosen,  profits  or 

Yes  +bstthere  S?i?Uld  be  n°'  What  yOU  °aI1.  option  ?-w 
xes,  that  is  in  the  memorandum. 

16,708.  If  the  profits  of  an  average  insurance  com- 
th«nvynSTdtth6amferft  recede,  why  should 

woidd  tb  taX<!d  °a  the  dlSoreMe  as  profit?— They 
7tlQf  were. assessed  on  a profits  basis.  7 

There  1 J™  information,  really. 

There  may  be  some  reason  for  it  which  is  hidden  from 

?know  +?  ®very°ne  has  to  pay  on  his  profits, 
profit.  e?°r0Tnrre  “oel>1'lonal  cases,  but  supposing  the 
p fits  of  a Life  Assurance  company  are  £100  000 

sum  of  So  nSP  V •tIfS6  Pr0fi^  yOU  have  included  a 
sum  of  £80,000  of  interest  which  has  been  taxed  at 
the  source;  now  the  Life  Assurance  company  has  a 

Jt  has  paid  on  £80,000  interest, 
iy  should  it  not  pay  on  the  remainder  of  the  profits? 

basis67  W°Uld  d°  801  lf  bhey  were  taxed  on  a profits 

16,710.  I was  assuming,  for  the  moment,  that  the 
b,a8Is.,la4  been  adopted.  Supposing  you 
retain  only  the  interest  basis,  why  should  not  a 
company  which,  for  some  exceptional  reason,  has 
made  a profit  which  exceeds  its  liability  on  the 
interest  basis,  pay  on  its  full  profits?  I do  not 
understand  it — May  I give  our  reasons  for  asking 


t;on6’rt,1'tIf-kyOU  FIeasff— 1“  support  of  our  applic 
tion  that  there^  should  be  one  quantum  only— whic 
ever  the  Commissioners  think  is  the  equitable  one 
we  cite  some  of  the  exceptional  cases  which  you  1 
doubt  had  in  your  mind  when  you  spoke  just  noi 
I ha  bankers  have  a single  quantum.  They  a 
assessed  on  profits,  and  on  profits  only 


16.712.  1 do  not  think  that  bankers  have  a single 
quantum.  As  long  as  I can  remember  bankers  have 
been  assessable  on  profits  or  interest,  whichever  may 
be  the  higher.  They  are  treated  in  an  exceptional 
way  with  regard  to  their  subscriptions  to  War  Loan. 
Is  that  your  point? — Well,  will  the  Inland  Revenue 
give  us  that  concession? 

16.713.  Are  the  cases  comparable  at  all?  I rather 
think  that  the  banker's’ case  is  one  quite  exceptional? — 
I was  not  going  to  stop  at  the  instance  of  the  bankers. 
It  has  already  been  stated  in  evidence  before  the 
Commission  that  bill  brokers  are  in  a special  position, 
and  I was  going  further  than  that.  1 was  going  to 
suggest  that  if  you  look  at  every  instance  of  legisla- 
tion on  Income  Tax  matters,  as  regards  Overseas 
Dominions,  in  almost  every  instance  they  have  got 
a single  quantum,  definite  legislation' showing  exactly 
how  they  are  to  be  assessed,  and  with  no  duplicate 
methods. 

16.714.  Of  course  we  have  had  a great  experience 
of  Income  Tax  in  this  country,  probably  more  than 
anybody  else,  and  I think  possibly  tha,t  there  may  be 
quite  as  much  reason  at  the  back  of  our  method  of 
taxation  as  there  is  at  the  back  of  the  methods  of 
taxation  of  people  who  have  not  had  our  experience? 
— Yes,  but  do  you  not  think  it  is  a very  strong  thing 
for  young  countries,  you  may  say,  in  face  of  the 
precedent  of  English  methods,  to  adopt  a single 
quantum,  and  not  to  follow  the  same  method  as  the 
English  Government?  Do  you  not  think  it  is  some 
evidence  that  there  is  some  equity  in  favour  of  the 
single  quantum? 

16.715.  I do  not  know;  I do  not  want  to  go  into 
it  too  much;  I could  say  a good  deal  about  that, 
but  I am  afraid  to  commence.  At  any  rate,  you 
cannot  assist  me  at  all  to  understand'  in  what  way 
equity  would  be  outraged  by  the  retention  of  what 
you  call  this  option,  which  really  is  no  option,  which 
merely  is  that  you  make  a calculation  of  two  sums, 
and  you  assess  on  the  higher  of  the  two? — I could 
give  other  instances,  if  you  would  like,  quite  apart 
from  Colonial  precedent.  During  the  war  there  were 
instances  of  distinct  hardship  on  individual  offices, 
who,  in  the  middle  of  the  war — when  their  war  losses 
were  very  heavy  indeed,  and  they  were  certainly 
making  no  kind  of  profit  whatsoever,  owing  to  the 
position  of  their  interest  income  at  the  time — 
suddenly  found  they  were  assessed  on  a profits  basis 
in  respect  of  the  five  years  ending  1914  or  1913,  which 
was  quite  a profitable  period.  Those  few  offices  that 
were  assessed  on  a profits  basis  in  that  way,  owing 
to  the  existence  of  the  double  option,  felt  a little 
hardship.  That  is  a fact  that  will  be  confirmed  by 
the  Inland  Revenue  Department. 

16.716.  Mr.  Pretyman : But  if  the  system  is 

generally  equitable,  in  times  such  as  those  we  went 
through  in  1914  and  since,  even  the  most  equitable 
system  is  bound  to  be  temporarily  upset.  You  would 
not  necessarily  alter  it  because  of  a case  like  that? — 
I grant  you  that  in  quoting  that  particular  case.  It 
was  due  to  conditions  that  we  hope  will  not  recur. 
But  still  it  is  the  fact  that  some  offices  do  hover 
around  between  the  profits  basis  and  the  interest 
basis.  They  cannot  tell  from  year  to  year  on  which 
basis  they  are  going  to  be  assessed,  and  it  causes  a 
good  deal  of  extra  trouble  and  work,  both  to  the 
Inland  Revenue  Department  and  to  the  offices  in 
question.  I think  that  taking  one  year  with  the 
other  the  Inland  Revenue  would  be  as  well  served 
as  regards  Revenue  by  adhering  to  one  basis,  as  by 
charging  us  on  the  double  basis,  as  they  do  at 
present. 

16.717.  But  surely  the  different  companies  may 
vary  very  considerably.  Some  offices  are  deriving 
a very  much  larger  proportion  of  their  income  or 
profits  than  others  from  things  like  reversions  and 
so  on,  which  would  not  be  brought  in  on  the  interest 
basis ; they  would  be  taxed  then  on  a different  footing 
to  the  companies  which  derive  almost  the  whole  of 
their  income  from  interest  and  premiums.  Surely 
what  you  really  want  to  tax  is  the  profit;  and  it  is 
not  quite  fair,  is  it,  to  say  that  you  are  taking  two 
standards.  Supposing  you  were  to  say  that  the  real 
standard  is  the  net  interest;  assuming  that  to  be 
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the  standard,  there  are  certain  cases  where,  owing  to 
reversion  business  and  other  resources,  the  company 
makes  a profit  considerably  in  excess  of  its  net 
interest.  In  that  case  it  ought  to  pay  on  that  excess. 

It  is  not  a new  standard;  it  is  an  excess  over  the 
existing  standard.  Is  not  that  a fair  way  of  looking 
at  it? — I can  quite  conceive,  if  an  office  only  invests 
its  money  in  reversions  (as  an  outside  case),  and 
therefore  has  practically  no  net  interest  to  be 
assessed,  in  that  case  there  should  be  some  method 
by  which  they  should  pay  tax. 

16.718.  Mr.  Marks:  There  is  a method? — There  is 
a method,  to  some  extent,  of  course,  for  that  par- 
ticular office  does  not  have  the  full  allowance . as 
regards  expenses  of  management.  It  has  to  bring 
in  its  profits  from  reversions,  and  those  are  set  off. 

16.719.  Mr.  Pretyman : Then  you  admit  that  re- 
versions ought  to  be  subject  to  tax?  Reversions 
create  a special  case  that  has  to  be  met. 

16.720.  And  there  may  be  other  forms  of  income 
which  may  create  the  same  special  case.  Surely  that 
must  he  dealt  with  ?— Yes ; of  course  we  hold  that  all 
these  special  cases  would  be  dealt  with  under  a profits 
basis. 

16.721.  But  assuming  that  on  the  whole,  generally 
speaking,  the  quantum  basis  is  perfect  for  the  general 
area  of  Life  Offices,  then  surely  it  is  equitable,  and  it 
does  not  mean  that  you  are  taking  another  basis 
altogether,  if  you  say  that,  even  accepting  that, 
probably  there  are  special  cases  where,  owing  to  the 
particular  character  of  the  income,  we  have  to  make 
an  addition  for  reversion  and  other  forms  of  profit 
which  are  outside  the  accepted  quantum  basis.  Is 
there  anything  inequitable  in  that? — No,  that  sounds 
equitable,  as  stated  in  that  way. 

16.722.  Sir  E.  Nott-Bower : Now  I am  going  on  to 

the  question  of  the  reduced  rate  of  charge.  Have 
you  made  any  estimate  of  what  the  cost  would  he 
of  reducing  the  chargeability  of  Life  Assurance  com- 
panies from  6s.  to  4s.  6d.'  in  the  £P — I have  made 
an  estimate,  because  I thought  that  question  might 
he  put  to  me;  but  in  giving  the  figures,  I hope  you 
will  realize  that  we  should  prefer  that  estimate  to 
come  from  the  Inland  Revenue  Department.  No 
doubt  it  will  be  confirmed  by  the  Inland  Revenue 
Department.  As  far  as  I can  see,  the  increased  cost 
of  a three-fourths  differential  rate 

16.723.  Mr.  Pretyman : What  do  you  mean  by 
*'  increased  cost  ” ? — The  relief  to  Life  Offices. 

16.724.  Loss  to  the  Revenue,  you  mean? — Yes;  the 
loss  to  the  Revenue  would  be  this.  The  figures  are 
roughly  £1,000,000  on  an  interest  basis,  increased  to 
£2,000,000  on  a profits  basis.  The  exact  figures  that 
I have  worked  out  are,  £1,100,000  on  the  interest 
basis,  and  £2,300,000  on  the  profits  basis;  but  those 
figures  must  be  subject  to  some  deduction,  because 
I included  all  the  foreign  business  of  the  English 
established  companies.  That  ought  to  come  off.  But, 
on  the  other  hand,  the  smaller  amount  of  English 
business  of  foreign  companies  would  have  to  come  in. 
On  the  whole,  therefore,  the  £1,100,000  and  the 
£2,300,000  exaggerate  it  to  some  extent. 

16.725.  I only  wanted  a rough  idea? — I think  you 
will  find  that  is  fairly  accurate. 

16.726.  The  cost,  then,  would  be  about  £1,000,000, 
or  £2,000,000,  according  to  which  basis  you  take. 
That  would  be  a loss  of  revenue  in  connection  with 
Life  Assurance  companies.  I think  you  must  be  aware 
that  this  request  for  relief  opens  up  vistas  of  possible 
claims  to  relief  in  other  directions.  If  Life  Offices 
get  this  relief,  there  are  vast  amounts  of  undistri- 
buted profits  in  the  country  in  other  places,  and  I 
imagine  that  at  once  other  people  would  come  in  and 
say : “ well,  now,  you  have  given  a lower  rate  to 
Life  Assurance  companies;  we  want  relief”;  and 
some  of  those  undistributed  profits  bulk  very  largely. 
It  is  an  alarming  thing.  I think  you  would  agree 
that  hitherto  what  the  Legislature  has  done  for  the 
relief  of  the  poorest  investor  is  this.  It  has  said: 
so  far  as  concerns  your  income  from  investments, 
the  tax  is  deducted  from  the  interest,  and  this  in- 
come we  will  free  from  payment;  but  where  money 
is  simply  held  up  between  earth  and  sky,  where  the 


investor  does  not  receive  any  profits,  then  they  get 
no  benefit  at  all.  Your  suggestion  opens  up  a pros- 
pect that  I view  with  some  alarm? — I rather  gather, 
from  your  observations,  that  you  think  it  may  lead 
to  claims  from  other  forms  of  commercial  companies. 

16.727.  Yes? — We  distinctly  urge  that  Life  Assur- 
ance is  a thing  that  must  be  treated  by  itself,  and  we 
point  to  Colonial  legislation  as  showing  that  in  most 
other  countries,  in  the  British  Oversea  Dominions,  at 
any  rate,  there  is  special  legislation  dealing  with  Life 
Offices  as  an  unique  form  of  commercial  undertaking ; 
and  I do  not  think  their  case  should  lead  to  applica 
tions  from  other  quarters. 

16.728.  You  think  it  could  be  differentiated?— 

I think  so. 

16.729.  Sir  T.  Whittaker:  Whether  it  should  be 
differentiated  or  not,  it  is  not  clearly  inequitable 
that  a man’s  interest  on  his  investments  really  in  an 
assurance  company  should  be  charged  at  a higher  rate 
that  he  is  liable  to? — Decidedly. 

16.730.  Then  if  it  is  inequitable,  even  if  it  leads 
to  some  difficulty,  equity  should  be  done? — Certainly. 

16.731.  Even  if  it  costs  something? — Even  if  it 

costs  something.  . . 

16.732.  It  is  a question  really  of  equity  and  justioe? 
—Yes,  it  is  a question  of  equity,  not  the  amount  of 
the  tax,  or  anything  of  that  sort. 

16.733.  And  the  fact  that  a man  happens  to  make 
his  provision  and  investment  through  an  assurance 
company,  should  not  lead  him  to  be  penalized  by 
paying  a higher  tax  than  he  would  have  paid  if  he 
had  made  the  investment  elsewhere? — That  is  so. 

16.734.  And  the  Government  must  take  the  con- 
sequence ? — Yes. 

16.735.  With  regard  to  paragraph  4 of  your  state- 
ment, you  speak  of  assurance  offices  making  a trading 
profit.  May  I suggest  to  you  that  mutual  offices, 
except  in  the  most  minute  degree  on  non-profit 
policies,  which  in  some  are  a very  small  proportion, 
do  not  make  a profit? — That  is  so. 

16.736.  That  really  in  a mutual  office,  or  in  small 

offices  you  charge  premiums  higher  than  are  necessary 
for  the  bare  assurance,  to  cover  contingencies.  Some 
contracts  (that  is  insurance  policies)  have  been  in 
existence  for  70  years,  and  they  run  20,  30,  40,  50, 
or  60  years,  and  therefore  your  premiums  are  possi- 
bly  higher  than  would  be  strictly  necessary,  but  you 
have  to  face  contingencies,  and  you  prepare  for  that. 
It  is  not  in  reality  a profit  at  all,  but  a return  of 
excess  premiums  charged? — Yes;  that  has  been  laid 
down  in  the  case  of  The  New  York  Assurance  v. 
Styles.  . _ , 5 

16.737.  It  has  been  laid  down  in  the  Law  Courts  r 

16.738.  A number  of  people  combine  together  for 

mutual  insurance.  They  pay  certain  premiums. 
They  find  that  the  premium  has  been  more  than  was 
really  required,  and  it  is  returned ; it  is  not  a profit 
at  all?— That  is  so.  . „ 

16.739.  Then  how  can  you  ask  that  Income  lax 

should  he  assessed  on  profits?  There  is  no  profit  m 
those  cases?— The  Life  Offices’  Association  represents 
both  mutual  and  proprietary  companies,  and  the 
mutual  offices,  not  on  this  oocasion  only,  but  on 
several  occasions  in  the  past,  when  they  have 
approached  the  Government  with  a similar  applica- 
tion, have  said  that  of  course  they  would  be  pre- 
pared to  come  in  with  proprietary  companies  and 
pay  on  profits,  although  in  their  case  they  really 
make  no  profits  at  all.  ,,  , 

16  740.  If  it  be  laid  down  as  just  by  the  law  that 
taxation  shall  he  on  profits,  and  then  mutual  offices 
do  not  make  profits,  you  must  not  tell  me  that  mutual 
offices  will  agree  to  be  taxed  on  something  else.  I 
am  afraid  the  mutual  offices  have  to  be  taxed  on 

^lff  741.SIt  means  that  the  proposal,  so  far  as  mutual 
offices  are  concerned,  is  .not  a logical  and  practical 
one,  does  it  not?  And  you  get  out  of  it  by  asking 
them  to  submit  to  a process  of  being  taxed  on  profits 
which  do  not  really  exist?— I think  the  majority  of 
the  mutual  offices— a very  large  majority,  I think  you 
might  say — would  be  quite  prepared  to  welcome  a 
method  of  assessment  on  a profits  basis  at  a ditteren- 
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16)74f;  Bufc  ,lf  y.ou  once  get  a profit  basis,  would 
they  not  require  it  to  be  logically  carried  through 
and  to  escape  from  taxation? — I do  not  think  they 
oould^ expect  to  escape  from  taxation. 

- basis?— Yes^611  *****  mUSt  **  taXed  on  some  logical 

16,744  There  are  no  profits;  you  cannot  tax  them 
upon  profits? — No. 

16,748.  You  are  going  to  set  up  an  artificial  basis 
of  supposed  profits?— Yes,  for  {he  purpose  of  the 
Income  Tax  Acts,  we  will  call  them  profits. 

16,746.  Now  come  to  the  proprietary  offices.  Is  it 
not  a fact  that  so  far  as  they  are  concerned,  on 

leV/!6  franc?  it  is  almost  entirely  mutual?— Yes. 

/ j And  the  tendency  is  becoming  entirely  so? 

Ihe  tendency  is  in  that  direction. 

wi,6t7?8  t?6ar5r'lgaI^i65il>ly  four-fiftl“  of  the  surplus 
went  to  the  policyholders ; then  it  became  usual  for 
nine-tenths  to  go;  then  some  had  95  per  cent.,  and 
there  we  some  proprietary  offices  which  have  now 
made  their  life  business  entirely  mutual?— Yes  I 
know  that  is  so.  5 A 

The,  tendency  is  in  that  direction?— Yes. 

I^foO.  And  really,  within  the  proprietary  offices, 
th®  h7f®  bu®{nessf  18  practically  mutual  business?— Yes! 

Ib, 7ol.  Iherefore  you  cannot  call  the  surplus,  in 
th®¥,_^se>  profit?— But  the  Courts  would 

mutYal  offiL^es!3  n°"  * the 

itStflNofl  do*  notm?hf“so%  a,iSe3  the,e' 

16,784.  There  is  another  tendency,  I think  yon  will 
recognize,  at  the  moment-I  do  not  know  w hether 
it  is  permanent  or  not—to  develop  what  is  called 
without-profit  business? Yes. 

—Yes55  Non"Proit  Polieies  are  being  largely  taken? 

16,786.  It  would  be  possible,  would  it  not,  for  an 
office^  to  lay  itself  out  for  without-profit  business? 

16,757.  And  to  fin  those  rates  so  low  that  on  a 

IB3™1  weIT  ,?urPl»is  would  be  shown?— Yes. 
Especially  if  your  suggestion,  that  there 
Aould  be  no  standard  of  valuation,  were  adopted?— 

16.759.  I suggest  that  the  real  check  up3S~offices 
adopting  a rate  of  valuation  that  would^ot  show 
L53uStnWiUlu  te  thS  ^“r  bonuses  would  then  be 

lK7<m  ‘¥y  could  not  do  business?— Yes. 

16.760.  But  that  would  not  apply  to  non-profit 

m'!™’  wouId  it;  they  would  not  lose  non-profit 
business  because  there  was  a small  bonus  ?-I  am  in- 
elined  to  think  that  they  might  to  some  extent, 
because  after  all  people  do  not  like  taking  out  even 
rtro?™^  companies  unless  there  is  a 

a non  nflnfiatn°la  ■ b“km«-  They  Prefer  to  take  out 
a non-piofit  policy  in  a company  where  a very  lares 
amount  of  with-profit  business  is  done,  so  that  thfy 

paribfthenw^Utr^,il*h6  hig-  P™ 

a,1wm,llIl,thlnk  th0y  5h°uId  hav“  8uch  » valuation 
as  would  show  a very  substantial  financial  security 

that*1 1?  1““’  bu‘  rrould  you  not  run  this  risk! 

Tax  remaps  be,T  Profita  (a”d  the  Income 

,“h7“  ,at  c-oythiug  like  its  present  rate)  there 
n°  fit  h ■ s*rong  inducement  to  run  on  to  without- 
profit  business,  to  keep  the  profits  down  by  a method 
of  valuation  and  low  premiums  and  in  various  ways 

a y Sm?11  fi6Ure-  and  you  "onld  really  have 
immense  investments  in  this  country  paying  practi 
cally  no  Income  Tax?-Well,  we  sugges/at  the  end 
of  our  memorandum  in  paragraph  12  thaf  if  the 
are  difficulties,  and  thereP  may  Te  dffleuH.es  in Z 

lfih-fiOCh?.laCt®r  °f  *he  bus'n<iss  “f  the  office.  8 


method  of  assessment  you  have,  which  would  have  to 
be  dealt  with  from  time  to  time,  as  we  have  seen  iu 
recent  years. 

16,763.  You  mentioned,  1 think,  in  your  memoran- 
dum, and  as  you  know  it  is  the  case,  that  there  is  an 
enormous  development  now  of  what  are  known  as 
Endowment  Assurances? — Yes. 

16, 764  That  is  the  class  of  policy  that,  at  any  rate 
in  number  is  becoming  the  more  important  item  of 
Life  Assurance? — Yes. 

16.765.  That  class  of  assurance  is,  to  a very  limited 
extent  of  the  premium,  Life  Assurance.  For  short- 
term policies  the  bulk  of  it  is  au  accumulation  of  a 
fuudJ>o  pay  a sum  at  a given  date? — Yes. 

16.766.  It  is  practically  an  investment?— To  some 
extent,  yes. 

16.767.  For,  say,  a ten-year  endowment,  nearly  90 
per  cent,  of  the  premium  is  investment?— Yes. 

16.768.  And  not  much  more  than  10  per  cent,  of  it 
is  Life  Assurance? — Yes. 

16.769.  Is  it  feasible  to  allow  a man  who  is  making 

what  is  really  an  investment— nine-tenths  is  an  invest- 
ment— to  escape  Income  Tax  altogether  on  it? But 

in  what  way  is  he  going  to  escape  Income  Tax  on  the 
other  ? 

16.770.  If  he  is  going  to  be  taxed  on  profits  there 

may  be  no  profit  about  the  transaction  at  all,  and 
I doubt  whether  there  would  be  auy  on  vour  method 
of  speaking  of  profits?— I think  if  you  take  the 
Endowment  Assurance  class  as  a whole  there  is  plenty 
of  profit  in  it.  Of  course,  you  can  pick  out  some  short- 
term transaction  that  does  not  show  much  profit  but 
if  you  take  the  whole  bulk  of  the  policies  under  the 
Endowment  Assurance  section  they  show  a verv 
substantial  amount  of  profit.  3 

16.771.  There  are  a great  many  of  these  short-term 
profit?— Y^s  1SSUed  and  V6ry  many  0f  them  without 

Tf 6r?  W°Uld  be  oery  littIe  so-called  profit 
issued  for  taxing  purposes?- Yes,  but  a great  many 
of  those  short-term  policies  were  issued  in  recent  years 
in  connection  with  War  Loan  schemes,  and  I do  not 

tKJ?eY7  S°  t0  reCUr  in  the  future  as  in 

Y°  n0t  thmk  any  Life  0ffice  Particularly 
hankers  after  issuing  a five-year  Endowment 

fheUWnnrCeTP?IlC“V  but  for  the  sake  of  supporting 

the  War  Loans  and  so  on,  some  of  them  did  to  a 
very  considerable  extent. 

!/  y<™  ,tako  Wer  ones,  in  many  cases  the 
thirds  premium  represents  two- 

th!t’I!v  H r?9liy  feasible  that  a man  should  make 

Tax  on  th ’ -“r  f°reiumsf'f  and  be  relieved  of  Income 
lax  on  the  interest  on  the  investment?— How  is  he 
going  to  be  relieved? 

to^tfxe^evTi00001'*?118  t0  yOUr  proposal  ho  is  not 
the  office  “ f pt  on  Cthe  Proflt  bhat  it  shows.  Now 
fhsfflnereS‘aX  °v  he  “terest  on  the  accumulation 

It ‘iSm  oYzw:l^0!  hti,at,eIihvhd  of 

as*?  ff-KLW  s “i 

onldil^nYteLtYTh,7k  ilhat  tax  should  be  levied 

gitit?“oh  no  not  at  M H y°Ur  SUg 

our  profits  whinli  * because,  of  course,  in 

.saCgfam^LrinSt  “ * th“6 

y°?  sbould  not  bo  taxed 

tSSSSBSiSw* 

might  think.  y Ia'ge?— Not  so  large  as  you 

such  7n  enormous  difflrete”  m“ny  m the,  ° n0t 
+Qn^’780‘  ?Ut  111  is  a larSe  difference.  Would  not  the 

“S'.  lhey  w®re  practically  almost  compeUed  to 

ThUTn  tCor6dyi!1'to  War  Lr°(n’  mak“8 

Mich  in  the  ordinary  way  of  their  business  theywould 
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not  have  done,  and  under  that  pressure  they  were 
taking  steps  that  were  going  to  involve  tHem  in  a 
serious  Income  Tax  payment  that  they  otherwise 
would  not  have  made,  and  the  Government  had  to 
meet  that  difficulty.  It  was  purely  a special  case? — 
It  was  a bargain. 

16.782.  It  was  a special  case,  and  I really  do  not 
think  it  applies;  I do  not  think  it  is  parallel  to  the 
permanent  position  of  Life  Offices.  Now  with  regard 
to  the  differential  rate  which  I venture  to  suggest 
is  your  strong  point;  you  have  been  questioned  as 
to  the  average  amount  of  policies? — Yes. 

16.783.  When  you  take  the  average  as  being  policies 
held  by  men  with  incomes  of  £1,000  to  £1,500  a year, 
you  are  getting  to  a class  who  would  have  policies 
very  much  above  £300? — Yes. 

16.784.  And,  therefore,  you  are  really  meeting  the 
objection  that  has  been  made  that  that  is  too  low 
an  average  for  the  total  assurance? — Yes,  we  think 
there  is  a large  margin  there. 

16.785.  And  that  three-fourths  of  the  rate  would  be 
a reasonable  compromise? — Well,  we  say  not  exceed- 
ing three-fourths  because  we  think  we  might  even 
argue  that  a lower  rate  would  be  fair. 

16.786.  Mr.  Fretyman : I think  it  would  be  interest- 
ing to  know,  if  you  would  tell  us,  which  factor  is  the 
largest  contributor  to  the  policies  on  the  average ; is 
it  the  premiums  or  is  it  the  interest?  Can  you  tell 
us  anything  about  the  proportion  in  which  premiums 
and  interest  figure  in  your  business? — The  premium 
income  of  a Life  Office  is  in  excess  of  its  interest. 

16.787.  In  what  sort  of  proportion? — I can  give 
you  the  proportion  in  respect  of  one  particular  office. 
The  premium  income  is  £525,000,  say,  and  the  interest 
income  is  £300,000  odd ; it  depends  on  the  age  of  the 
office. 

16.788.  There  is  no  fixed  proportion? — No. 

16.789.  The  older  the  office  the  larger  the  accu- 
mulated funds  become  in  proportion? — Yes. 

16.790.  With  regard  to  the  question  asked  you  by 
Sir  Thomas  Whittaker  about  bonuses  paid  being  ex- 
cess premiums  and  not  profits,  which  1 think  you  were 
agreed  upon,  those  premiums  have  escaped  Income 
Tax  on  the  ground  that  they  were  assurance?  Cer- 
tain bonuses  are  declared  in  the  quinquennial  valua- 
tion ? — Yes. 

16.791.  Is  Income  Tax  paid  on  those  bonuses? — 
No. 

16.792.  They  are  paid  out  of  excess  premiums,  are 
they  not? — Partly. 

16.793.  They  are  not  profits;  they  are  excess  pre- 
miums— you  have  agreed  that  ? — We  . were  arguing 
the  case  of  the  mutual  office,  and  we  were  agreed 
that  in  the  case  of  a mutual  office  you  cannot  say 
that  a mutual  policyholder  makes  any  profit  at  all. 

16,704.  Whether  it  is  a mutual  office  or  a pro- 
prietary office  makes  no  difference.  Let  us  take,  if 
you  like,  the  case  of  a mutual  office ; they  are  not 
profits  but  excess  premiums? — Yes. 

16.795.  And  the  excess  premium  is  returned  in  the 
form  of  bonus  on  the  quinquennial  valuation? — Yes. 

16.796.  But  the  whole  of  those  excess  premiums 
were  exempted  from  Income  Tax  at  the  time  that 
they  were  paid,  on  the  ground  that  they  were  purely 
assurance? — The  interest  income  of  the  life  fund, 
of  course,  has  paid  tax. 

16.797.  But  those  particular  premiums  were  ex- 
empted from  Income  Tax  at  the  time  they  were 
paid,  on  the  ground  that  they  were  for  assurance 
only? — Some  of  them  were. 

16.798.  Well,  all  of  them?- -No,  I believe  it  is  a 
fact  that  you  can  ascertain  from  the  assurance 
companies’  returns  the  premium  income  of  the  Life 
Offices,  but  that  if  you  go  to  the  Inland  Revenue 
Department  and  ask  what  amount  of  premiums  have 
been  put  in  as  a claim  for  rebate  you  will  find  that  it 
is  a very  much  smaller  figure. 

16.799.  People  may  neglect  to  claim? — They  do. 

16.800.  Therefore  I do  not  think  we  can  go  into 
that. 

f 16,801.  Dr.  Stamp-.  It  is  owing  to  the  operation 
o.  the  one-sixth  restriction? — Various  causes.  I 
think  that  the  6s.  tax  is  stimulating  people  to  make 
their  claims. 

16,802.  Mr.  Fretyman : There  may  be  some  who  are 
so  small  that  they  are  not  Income  Tax  payers,  and 


there  is  a certain  limitation  recently  introduced 
for  very  large  assurances,  but  broadly  speaking  those 
premiums  in  the  normal  case  have  been  exempted 
from  Income  Tax,  because  they  are  premiums  for 
Life  Assurance  ? — Yes. 

16.803.  But  there  is  a certain  proportion  of  those 
premiums  which  turns  out  in  the  end  not  to  be  Life 
Assurance  but  to  be  excess  premiums,  as  you  have 
agreed? — Yes. 

16.804.  That  is  returned  in  the  form  of  a bonus, 
and  it  does  not  pay  Income  Tax  then? — It  has  paid 
Income  Tax. 

16.805.  Not  when  paid  in  as  premiums;  only  the 
interest  upon  it  has  paid? — The  interest  has  borne 
tax,  yes. 

16.806.  That  is  a different  matter.  If  a man  had 
put  his  premium  into  an  investment  he  would  pay 
tax  on  the  interest? — Yes. 

16.807.  He  would  pay  Income  Tax  upon  the 
interest? — Yes. 

16.808.  But  if  he  puts  his  premium  into  a Life 
Office  he  escapes  payment,  he  pays  no  Income  Tax 
at  all  on  the  premium  which  he  pays? — That  is  60. 

16.809.  That  is  part  of  his  savings? — Yes. 

16.810.  I am  speaking  of  the  original  sum? — Yes, 
but  then,  of  course,  the  man  who  takes  out  the  life 
policy  and  pays  premiums  loses  all  control  of  his 
investment. 

16.811.  Yes,  that  is  another  point.  I think  you  see 
my  point? — Yes. 

16.812.  Dr.  Stamp : Possibly  they  are  better  con- 
trolled for  him  than  he  could  do  it  for  himself? — 
Very  possibly. 

16.813.  Mr.  Pretyman : Do  you  suggest  that  the 
control  of  the  office  is  inferior  to  the  control  if  he 
retained  it  himself? — No. 

16.814.  Then  he  does  not  lose  by  it? — No. 

16.815.  Then  is  that  any  reason  why  he  should 
escape  tax? — No,  but  that  is  one  of  the  points,  that 
interest  in  the  hands  of  the  Life  Office  is  not  trouser- 
pocket  money ; it  is  not  spendable  income  at  all. 

16.816.  An  investment  is  not  pocket  money  either? 
— Yes.,  If  a man  invests  £1,000  in  War  Loan  he  can 
buy  pictures  or  anything  else  he  lilies  with  the  interest 
he  gets  every  half-year;  it  is  on  quite  a different 
footing. 

16.817.  Mr.  McLintoclc : Sir  Thomas  Whittaker  put 
to  you  that  the  present  system  of  assessing  the  interest 
at  the  full  rate  of  6s.  was  inequitable? — Yes. 

16.818.  And  that  it  was  the  duty  of  the  State  to 
redress  the  injustice  and  that  you  agreed? — Yes. 

16.819.  To  whom  is  it  inequitable? — To  the  policy- 
holder. 

16.820.  You  gave  the  case  in  answer  to  Sir  Thomas 
Whittaker  of  an  endowment  policy  where  about  90 
per  cent,  of  the  sum  payable  when  the  policy  matures 
is  premium  and  10  per  cent,  is  interest? — Yes. 

16.821.  Will  you  just  take  a policyholder  like  that, 
and  take  a policy  of  £1,000.  He  pays  £900  premium, 
on  which  he  pays  no  Income  Tax.  You  accumulate 
£100  interest  for  him  and  you  are  charged  for  him 
6s.,  which  is  £30;  is  that  not  right?  You  are  charged 
tax  on  the  £100  interest  at  the  rate  of  6s.  ?— £100 
a year  at  the  rate  of  6s.  ? 

16.822.  No.  I take  a sum  assured  of  £1,000  on 
an  endowment  policy  of  which  90  per  cent,  of  the 
sum  was  premium  and  10  per  cent,  of  it  was  interest? 
— Yes. 

16.823.  The  only  tax  paid  on  that  £1,000  is  6s. 
on  the  £100. 

16.824.  Mr.  Fretyman  : £10  a year  for  10  years. 

16.825.  Mr.  McLintock  : That  is  the  total  amount 
of  interest  accumulated  on  that  policy,  and  that 
interest  has  borne  tax  at  6s.? — Yes. 

16.826.  As  and  when  you  collected  it  and  accumu- 
lated it? — Yes. 

16.827.  Therefore  the  total  tax  borne  by  the  policy- 
holder is  6s.  on  £100.  His  premium,  of  course,  he 
gets  a deduction  for? — Yes. 

16.828.  He  pays  £30-*-6s.  on  £100;  do  you  agree 
to  that?— 6s.  on  £100  is  £30,  I quite  agree  to  that. 

16.829.  Assume  that  lie  had  invested  the  £900  him- 
self and  accumulated  £100  interest,  and  that  he  had 
been  liable  to  Income  Tax  only  at  4s.  all  the  time; 
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lie  would  have  paid  £200  of  Income  Tax? — In  how 
many  years? 

16.830.  In  the  period  of  years  in  which  he  paid 
£900  of  premium  and  accumulated  £100  of  interest. 
I am  assuming  that  he  is  liable  at  the  rate  you 
suggest,  4s.? — Yes. 

16.831.  Then  £1,000  would  have  borne  4s.  tax  as 
compared  with  the  assurance;  is  that  right? — It  is 
rather  difficult  to  follow  these  little  sums,  so  I do 
not  want  to  say  yes  to  something  I should  like  to 
say  no  to  when  I saw  it  written  down. 

16.832.  If,  instead  of  spending  £900  in  assurance 
premiums  for  which  he  gets  relief  of  tax,  he  had 
invested  £900,  and  the  rate  of  tax  at  which  he  was 
liable  was  4s.,  the  result  would  be  that  he  would 
have  paid  £200  Income  Tax  in  the  period  that  his 
endowment  policy  was  running  as  against  £30  that 
he  would  have  paid  through  the  Life  Office  if  he  had 
been  assured? — In  what  number  of  years? 

16.833.  I do  not  care  how  many  years  you  take. 
Take  any  number  of  years  you  like.  The  number  of 
years  does  not  aifect  it;  it  is  the  sum  of  »U.oney  which 
he  pays.  In  other  words  I want  to  ask : where  is 
the  inequity  to  the  policyholder,  because  after  all 
they  are  the  people  you  are  looking  after? — Have 
you  taken  the  tax  on  the  capital  and  not  the 
interest  ? 

16.834.  I have  taken  the  tax  on  an  amount  equiva- 
lent to  the  premium,  and  considered  what  the 
position  would  have  been  if  he  had  invested  it 
instead  of  paying  it  in  assurance? — If  he  has  in- 
vested £900  or  £1,000,  call  it,  the  interest  would  be 
£50,  would  it  not? 

16.835.  At  the  end  it  might  be.  He  might  not  be 
able  to  get  £100  of  interest  by  compounding  it  him- 
self year  by  year  as  he  put  aside  the  equivalent 
amount  of  the  premium,  but  I suggest  to  you  that 
there  is  no  inequity  requiring  redress  on  this  particu- 
lar question  by  lowering  the  rate  of  tax? — That  is 
where  we  join  issue. 

16.836.  Where  is  the  inequity?  It  is  so  great  that 
it  is  the  duty  oi  the  State,  Sir  Thomas  Whittaker 
says,  to  redress  it  whatever  it  costs.  Where  is  the 
inequity  from  an  Income  Tax  point  of  view?— The 
inequity  is  that  the  average  policyholder  is  paying 
through  his  Life  Office  the  full  standard  rate,  whereas 
as  an  individual  he  would  on  the  average  certainly 
not  be  paying  a larger  rate  than  the  4s.  6d. 

16.837 . And  another  individual  who  invests  his  own 

money  and  gets  no  relief ? — Yes,  he  does,  most 

decidedly. 

16.838.  I suggest  to  you  that  you  are  getting  a far 
bigger  relief?— No,  that  is  our  whole  point.  The 
ordinary  man  who  invests  has  channels  by  which  he 
can  get  the  proper  relief,  so  that  if  he  is  below  the 
limit  he  gets  the  whole  of  the  tax  refunded  to  him. 

16.839.  Exactly,  and  after  he  has  got  all  the  relief 
he  is  entitled  to  he  still  pays  far  more  Income  Tax 
than  the  man  who  puts  his  investments  into  the  form 
of  an  Endowment  Assurance  policy,  the  commoner 
type  of  policy  to-day.  I leave  you  to  work  it  out 
anyway  you  like? — I should  like  to  see  your  little 
sum. 

16.840.  It  is  quite  a simple  sum.  I take  it  the 
assurance  offices  are  aware  that  many  claims  have 
been  made  to  the  Commission  for  relief? — Yes. 

16.841.  Many  of  them  have  a very  good  title  to  be 
met  in  some  way.  I suggest  that  yours  should  come 
at  the  very  end,  if  at  all,  on  the  point  of  inequity 
to  the  taxpayer;  do  you  agree  with  that?— No,  I do 
not  agree  with  that  at  all. 

16.842.  You  do  not  agree  with  that?— No,  most 
decidedly  not.  May  I just  interpose  a remark  about 
the  previous  case  you  put.  My  friends  behind,  who 
perhaps  followed  you  more  accurately  than  I did, 
suggest  that  your  little  sum  about  the  £200  as  com- 
pared with  the  £30  involves  some  error. 

16.843.  I will  grant  you  that. there  may  be  a trifling 
error ; I will  give  you  a present  of  that  ?— They  think 
you  are  taking  tax  on  the  capital  instead  of  the 
interest,  which  seems  to  be  rather  a fundamental 
error. 


16.844.  A man  who  has  paid  an  assurance  premium 
gets  relief  from  tax  on  the  amount  of  his  premium ; 
the  man  who  invests  the  same  sum  gets  no  such  relief. 
Do  you  agree  with  that? — The  man  who  invests  his 
sum  gets  the  exact  proper  relief  to  which  he  is 
entitled. 

16.845.  On  the  sum  he  invests? — On  the  interest  on 
the  sum  he  invests. 

16.846.  I invest  a hundred  pounds,  say,  in  an 
industrial  security,  and  you  put  £100  in  a Life 
Assurance  premium;  which  of  us  pays  the  most  In- 
come Tax,  assuming  our  receipts  are  the  same  for 
the  current  year? — As  regards  Income  Tax  itself  the 
same  rate  becomes  due,  but  of  course  you  are  bring- 
ing in  the  abatement  question. 

16.847.  No,  I am  not.  I am  assuming  we  are  not 
entitled  to  any  abatements. 

16.848.  Dr.  Stamp : He  means  the  assurance  abate- 
ment?— Yes,  you  are  bringing  that  in. 

16.849.  Mr.  McLintock  : Naturally? — I say  that  our 
memorandum  does  not  take  that  into  account  at  all. 

16.850.  I suggest  that  you  are  bound  to  take  that 
into  account  when  you  come  to  ask  for  relief  and 
propose  a tax  on  other  taxpayers  to  make  it  up  ? — In 
1915  and  1916  when  alterations  were  made  in  that 
deduction  for  premiums  the  Government  did  not 
suggest  any  adjustment  of  the  method  of  assessment 
of  Life  Offices.  They  treated  it  as  a thing  quite  apart 
from  the  assessment  of  Life  Offices. 

16.851.  And  similarly  when  the  rate  of  tax  went  up 
from  8d.  to  3s.  they  did  not  offer  to  make  any  change 
then,  although  policyholders  were  getting  a very  big 
advantage? — They  did  later  on. 

16.852.  If  you  get  this  relief  it  will  increase  your 
bonuses? — It  will  all  go  to  increase  profits — 
obviously. 

16.853.  Will  it  increase  the  bonuses  to  policyholders? 
— It  certainly  will,  yes. 

16.854.  I suggest  to  you  that  policyholders  at  pre- 
sent stand  in  a privileged  position,  and  they  should 
not  ask  for  any  more  relief.  Leave  the  Life  Office 
out  of  account  for  the  moment  and  simply  look  at  the 
policyholder  as  an  individual.  Do  you  think  at  a 
time  like  this,  when  the  demands  on  the  Revenue  are 
so  great,  that  he  really  has  anything  but  a very  far 
off  claim  to  get  any  further  relief? — As  I have  pre- 
viously stated  in  my  evidence,  we  think  it  is  a point 
to  be  considered  that  this  claim,  for  taxation  at  all 
events  on  a profit  basis,  started  long  before  the  tax 
was  at  its  present  amount.  I think  it  is  only  fair 
to  bear  that  in  consideration  when  you  cast  any 
semi-reflection  upon  us  for  coming  forward  at  the 
present  time. 

16.855.  I am  not  casting  any  reflection.  I am 
asking  you  a simple  question,  whether  the  needs  of 
the  State  are  not  so  great  that  you  are  the  last  people 
who  should  expect  relief  in  the  form  in  which  you 
ask  it? — No,  not  at  all.  We  quite  realize  that 
the  needs  of  the  State,  as  we  have  said  in  one  of  our 
paragraphs,  might  lead  to  an  increased  rato  of  Income 
Tax,  and  on  any  new  basis  we  should  welcome  that. 
We  might  pay  quite  as  much  taxation  and  we  might 
pay  a great  deal  more,  but  we  want  to  have  the 
method  of  assessment  in  the  form  that  we  consider 
an  equitable  one;  then  tax  us  as  much  as  you  like. 

16.856.  After  all,  the  assurance  office  does  not  bear 
the  tax;  it  is  the  policyholder.  There  is  no  getting 
away  from  the  fact  that  your  main  claim  is  based 
on  the  rights  of  the  policyholder? — Yes,  as  regards 
the  differential  rates,  certainly. 

16.857.  Therefore  it  comes  back  to  relief  to  the 
policyholder  ? — Yes. 

16.858.  I take  it  your  final  view  is  that  you  think 
the  policyholder  is  fully  entitled  to  the  relief  you  ask  ? 
— You  seem  to  think  that  it  is  surprising  that  our 
policyholders  should  ask  for  this  differential  rate, 
but,  although,  of  course,  the  case  is  drawn  up  by 
the  Life  Offices’  Association,  I have  had  an  instance 
in  my  own  office  of  policyholders  writing  us  and 
quoting  one  of  the  cases  referred  to  in  our  memo- 
randum, the  building  society  case,  and  saying:  “ how 
is  it  that  the  Life  Offices  have  not  got  a differential 
rate ; what  are  they  about  ? Is  there  not  any  associa- 
tion that  would  enable  them  to  put  their  case  before 
the  Government  and  get  a differential  rate?  ” 
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16.859.  Did  you  not  reply  to  his  letter  and  remind 
him  that  he  got  a deduction  for  his  premium? — I do 
not  know  whether  he  had  a deduction  or  not. 

16.860.  Very  well,  I will  leave  it. 

16.861.  Professor  Pigou:  At  the  end  of  paragraph 

10,  you  begin  by  saying:  “ Compound  interest  is 

the  raw  material  of  Life  Assurance.”  Indeed,  people 
who  invest  in  an  assurance  company  are  analogous 
to  people  who  have  invested  in  an  investment  company 
in  that  respect;  the  company  in  which  they  invest 
itself  makes  investments? — I am  inclined  to  th'nk 
that  the  Life  Offices  should  stand  by  themselves  as  a 
thing  apart. 

16.862.  But  they  are  analogous  in  respect  of  com- 
pound interest  being  the  raw  material  of  their  busi- 
ness?— Not  to  nearly  the  same  extent— not  to  the 
same  essential  extent  as  in  the  case  of  Life  Offices. 

16.863.  No,  I grant  that,  but  putting  that  analogy, 

I want  to  get  clear  the  exact  nature  of  your  grievance. 
Is  it  this:  that  the  shareholders  in  an  investment 
company  would,  if  they  were  liable  to  less  than  6s., 
be  able  to  get  back  the  difference  between  the  6s. 
and  their  proper  rate?— Yes. 

16.864.  Whereas  in  Life  Assurance  they  would  notf 
No. 

16.865.  That  is  the  essence  of  the  grievance  ?— That 

is  it,  yes.  . , 

16.866.  Of  course,  you  have  to  set  against  that  tne 
iact  that  a Super-tax  man  who  had  invested  in  an 
investment  company  would  have  to  pay  more  than 
the  6s.  rate,  whereas  a Super-tax  man  who  had  put 
his  money  into  a Life  Assurance  company  would  not? 
Yes,  we  have  referred  to  that. 

16.867.  So  that  the  Super-tax  man  gains  under  the 
present  arrangement? — For  him,  of  course,  the  6s. 
is  already  a differential  rate. 

16.868.  Then  in  paragraph  11  you  draw  an  analogy 
with  banks,  and  you  make  the  distinction  that  a part 
of  tho  interest  earned  on  investment  by  banks  is 
required  to  pay  the  interest  on  deposits  ?— Yes. 

16.869.  But  is  there  not  an  important  difference 
there,  that  when  this  interest  on  deposits  gets  into 
r.he  depositor’s  hands  it  pays  tax,  whereas  when  the 
money  conies  back  to  the  policyholder  it  does  not  pay 
tax? — Do  you  mind  repeating  that;  I did  not  quite 
follow  it  ? 

16.870.  The  money  that  the  bank  pays  to  its  de- 
positors as  interest  is  subject  to  Income  Tax  in  the 
hands  of  the  depositor? — Yes. 

16.871.  Whereas  the  money  paid  by  the  assurance 
company  to  its  policyholders  is  not  subject  to  Income 
Tax,  and  therefore  the  two  are  quite  apart  ? — In  the 
banks’  case  we  are  talking  about  investments,  and 
the  interest  on  deposits  is  paid  very  largely  out  of 
short  interest  which  they  receive  in  respect  of  day  to 
day  loans,  is  it  not? 

16.872.  But  does  that  matter?  Is  not  the  funda- 
mental distinction  between  the  case  of  the  banks  that 
their  payment  to  their  depositors  is  subject  to  Income 
Tax,  but  in  the  case  of  the  assurance  companies  it  is 
not? — 1 th.nk  it  is  an  analogous  case,  except  that  as 
Sir  Thomas  Whittaker  reminded  us  the  exceptional 
treatment  that  they  got  was  in  the  nature  of  a 
bargain  with  the  Government. 

16.873.  I do  not  want  to  press  that.  Passing  on  to 
paragraph  13  where  you  speak  about  the  differential 
rate,  you  have  advocated  it  on  the  grounds  of  equity. 
Of  course,  it  is  not  equity  to  a particular  kind  of 
individual  but  equity  to  a kind  of  average? — It  is 
equity  to  an  average,  because  any  other  method  by 
which  we  could  deal  strictly  in  equity  with  the 
individual  would  be  so  terribly  cumbersome  and 
involve  such  an  enormous  amount  of  labour  not  only 
to  the  Life  Offices  but  to  the  Inland  Revenue  that  it  is 
practically  impossible.  So  we  say:  “instead  of  that 
deal  with  the  company  and  charge  them  a fair  differen- 
tial rate,”  and  then  between  the  company  and  the 
policyholders  we  can  tell  you  very  decidedly  that  the 
policyholders  in  the  company  would  be  quite  content 
with  that  general  treatment,  by  which  they  would 
benefit,  generally  speaking ; there  would  be  some  relief 
from  taxation,  the  indirect  benefits  of  which  they 
would  enjoy. 

16.874.  I quite  see  the  point,  but  is  there  not  this 
difficulty,  that  on  your  system,  though  some  of  the 


poorer  people  would  cease  to  pay  more  than  they 
ought  to  pay,  a number  of  the  richer  people  would 
pay  a great  deal  less  than  they  ought  to  pay.  You 
would  be  correcting  an  injustice  to  the  poor  policy- 
holders at  the  expense  of  creating  a very  great  favour 
to  certain  rich  policyholders? — \es,  but  1 do  not  think 
the  poor  people  would  mind  this  average  method, 
though  incidentally  it  might  confer  some  benefit  on 
some  of  the  richer  policyholders;  because  they  realize 
that  when  they  enter  into  a Life  Office  and  pay  their 
money  into  a Life  Office  they  join  with  a number  of 
other  people  and  receive  average  treatment  through- 
out; and  certainly  in  all  the  an  a us  of  Life  Assurance 
it  is  the  small  policyholder  ivho  really  gains  benefits  at, 
you  might  almost  say,  the  expense  of  the  larger 
policyholder. 

16.875.  Of  course  the  smail  policyholder  would  not 
complain,  because  he  would  gam ; he  would  not  object 
to  the  rich  policyholder  gaining  more.  But  my  point 
is  that  the  State  should  object  to  the  rich  policy- 
holder gaining  more? — I do  not  think  the  State  would 
mind  at  all,  if  I may  say  so,  because  as  far  as  the 
State  is  concerned,  that  is  the  Inland  Revenue,  they 
would  get  the  exact  correct  amount  of  revenue  from 
that  body  of  individuals. 

16.876.  But  they  would  not? — Yes. 

16.877.  But  they  would  not  get  the  right  amount 
from  the  rich  policyholders  ? — They  would  not  get  the 
exact  rate  from  the  rioh  people,  but  if  they  could 
deal  with  each  individual  and  total  the  results  they 
would  get  no  more  revenue;  they  would  get  exactly 
the  same  as  they  would  if  they  dealt  with  the  offices 
on  the  average  by  giving  the  differential  rate. 

16.878.  But  is  it  not  rather  difficult  to  give  a re- 
lief, a considerable  part  of  which  would  go  to  give 
certain  rich  people  more  than  they  are  admittedly 
entitled  to? — Yes,  well  then  you  are  thrown  back  on 
this : we  say  it  is  not  equitable  that  the  investors  in 
Life  Assurance  should  pay  the  full  standard  rate, 
but  we  find  that  it  is  impossible  to  redress  that 
grievance  by  adjustment  in  each  individual  case. 

16.879.  Is  it  clearly  impossible?  Has  an  attempt 
been  made  to  work  out  the  adjustment? — You  re- 
member the  evidence  given  by  Mr.  William  Schooling. 
In  cross  - examination  by  Mr.  Pretyman  he 
acknowledged  at  the  end  of  his  evidence  that  any 
question  of  refund  was  impracticable,  and  Mr.  Prety- 
man was  evidently  of  the  same  opinion. 

16.880.  What  would  happen  to  this  money, 
supposing  the  rate  is  reduced  to  4s.  6d.  as  against 
6s.  ? There  is  a fund  of  money  which  the  Life 
Insurance  office  would  not  pay;  khat  will  happen,  to 
that  money?  Will  it  go  in  bonuses,  or  will  it  go  in 
reducing  premiums  on  future  insurance? — It  would 
go  into  the  general  funds  of  the  office,  which,  of 
oourse,  would  go  out  in  the  form  of  increased  bonuses. 

16.881.  It  would  take  the  form  of  bonuses  and  not 
the  form  of  reduced  premiums  for  the  future? — All 
the  surplus  of  Life  Offices  is  divided  by  way  of 
bonus ; that  is  the  only  way  of  distributing  it. 

16.882.  Would  an  ordinary  mutual  society,  when  it 
found  itself  in  that  position,  reduce  the  premiums  for 
Life  Assurance  or  would  it  simply  pay  this  out  as 
bonuses  ? — Simply  pay  it  out  as  bonuses. 

16.883.  It  makes  a difference  as  to  whether  the 

relief  will  benefit  future  holders  at  the  expense  of  the 
Government,  and  if  it  means  the  reduction  of 
premiums  to  future  policyholders? — No,  because  the 
existing  policies  would  get  exactly  the  same  relief, 
in  fact  more,  because  they  would  be  the  older  policy- 
holders. . 

16.884.  But  they  would  also  get  it  from  the 


onuses? — Yes.  ., 

16  885.  Do  you  also  represent  the  Standard  Lite 
insurance  Company? — No,  I do  not.  Mr.  Mac- 
laoliten  is  going  to  give  evidence  later  on. 

16,886.  Mr.  Armitag e-Smith : If  , as  the  result  of 
he  recommendations  of  this  Commission,  changes  are 
nade  in  the  law  of  Income  Tax  but  none  of  your 
lleged  grievances  are. remedied  and  none  of  your 
xisting  advantages  are  taken  away  from  you,  do 
ou  not  think  that  on  the  whole  you  will  be  very 
acky  ? I think  the  Life  Offices  would  be  dis- 

P16887.  But  you  do  think  the  policyholders  whom 
ou  in  a sense  represent,  though  not,  as  I understand, 
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at  tlieir  request,  will  be  sorry? — They  will  be  dis- 
appointed. 

16.888.  Do  you  not  think  they  will  rather  say: 

what  a pity  not  to  leave  us  alone,  Heaven  save  us 

from  our  iriends  1”  ? — No,  I do  not  think  so;  in  fact, 
1 have  already  quoted  a letter  from  one  of  my 
policyholders  which  asked  why  we  did  not  stir  and 
get  them  a differential  rate. 

16.889.  Does  that  represent  public  opinion  on  the 
part  of  the  policyholders? — Public  opinion  of  those 
who  take  an  interest  in  the  matter.  Of  course,  the 
policyholders  on  the  whole  are  rather  lethargic.  They 
insure  their  lives,  and  they  do  not  bother  you  again. 

16.890.  They  have  no  means  of  becoming  vocal? — 
Yes,  most  decidedly;  in  the  case  of  mutual  offices 
they  are  invited  to  attend  the  meetings  every  year. 

16.891.  Mr.  Marks:  Dr.  Stamp  suggested  that  it 
might  be  possible  to  withdraw  from  the  cognisance 
of  the  Inland  Revenue  secret  reserves  or  reserves 
which  might  be  in  some  way  or  another  accumulated 
by  the  offices  in  connection  with  the  valuation  for 
the  purpose  of  ascertaining  profits.  Do  you  think 
that  would  be  possible,  in  view  of  the  methods  of 
account  prescribed  by  the  Insurance  Companies’  Act 
of  1909?— No,  I do  not,  and  I am  very  glad  the 
question  is  addressed  to  me,  because  I think  I ought 
to  have  reminded.  Dr.  Stamp  that  the  valuation 
returns  of  Life  Offices  are  made  in  a very  detailed 
form  under  the  terms  of  the  Insurance  Companies’ 
Acts.  They  are  made  in  such  a form  that  there  is 
sufficient  material  for  making  test  valuations  from 
the  figures  returned. 

16.892.  Dr.  Stamp:  I should  like  to  say  that  I 
never  had  any  idea  in  my  mind  that  you  were 
making  any  kind  of  reserve  to  be  withdrawn  from 
the  Inland  Revenue;  I only  suggested  that  two 
methods  of  valuation  would  give  one  company  a 
reserve  as  compared  with  another ; that  is  all. 

16.893.  Mr.  Marks:  May  I ask  Dr.  Stamp,  would 
he  suggest  that  two  offices  of  equal  status  can  adopt 
such  methods  of  valuation  that  a different  surplus 
would  appeal-  in  each? 

16.894.  Dr.  Stamp:  Yes.  1 think  that,  according 
to  the  methods  of  valuation  adopted,  you  might  have 
in  one  case  a profit  of  £100,000  and  in  the  other  of 
£80,000. 

16.895.  Mr.  Marks:  And  that  if  a less  surplus  were 
shown  by  one  office  than  the  other,  that  might  result 
in  less  taxation  being  paid  by  that  office? 

16.896.  Dr.  Stamp:  It  would  tend  to  make  those 
who  before  had  £100,000  adopt  such  methods  of 
valuation  as  would  show  £80,000.  The  Inland 
Revenue  would  have  to  accept  any  recognized  method 
of  valuation;  that  is  the  point. 

16.897.  Mr.  Marks:  I see  your  point.  What  I 
rather  had  in  mind  was,  that  if  a recognized  standard 
basis  of  valuation  were  imposed  on  the  offices,  it 
would  rather  cramp  the  opportunities  of  the  Inland 
Revenue  than  assist  them  in  determining  the  real 
taxable  basis  of  the  office.  However,  if  there  is  a 
conflict  of  opinion,  thore  is  not  much  time,  and  I 
will  not  pursue  that  point.  (To  Witness)  Sir  Edmund 
Nott-Bower  suggested  that  the  adoption  of  a differen- 
tial rate  would  involve  applications  for  a similar 
indulgence  in  other  directions.  Do  you  know  of  any 
other  case  in  which  a person,  interested  either  as  a 
shareholder  or  other  form  of  investor,  cannot  get 
the  rate  of  tax  imposed  on  his  oompany  adjusted  in 
his  own  case  to  the  rate  of  tax  which  he  ought  to 
bear? — No,  I do  not. 

16.898.  Neither  do  I.  Sir  Edmund  Nott-Bower 
suggested  that  undistributed  profits  were  an  instance 
of  non-adjustment,  but  if  those  profits  are  subse- 
quently distributed,  having  already  borne  tax  at  the 
full  rate,  it  is  quite  possible  that  the  adjustment 
could  then  be  made?— As  far  as  I am  aware. 

16.899.  I would  like  to  ask  you,  as  endeavouring 
to  obtain  the  impression  that  the  cross-examination 
which  you  have  so  far  undergone  has  made  on  your 
mind,  whether  it  is  not  clear  to  you  that  there 'is  a 
certain  amount  of  confusion  in  the  minds  of  the 
Commissioners  between  the  offices  as  taxable  entities, 
if  we  may  so  describe  them,  and  the  policyholders 
as  taxable  entities;  that  is  to  say,  it  lias  not  been 
made  clear  to  me,  at  any  rate,  that  the  Commission 


has  in  mind  whether  the  Life  Office  should  be 
regarded  as  the  taxable  entity  or  the  policy  holder. 
Has  it  been  made  clear  to  you? — Well,  the  expression 
4 4 taxable  entity  ’ ’ is  rather  a technical  one,  and  1 
am  never  sure  of  my  ground  when  I am  either 
referring  to  it  or  answering  questions  about  it. 

16.900.  I.  mention  that  point,  because  it  is  of  some 
importance.  I think  you  were  a member  of  the 
deputation  which  waited  on  Mr.  McKenna  when  he 
was  Chancellor  of  the  Exchequer,  at  which  the  sugges- 
tion of  a differential  rate  was  first  put  forward, 
were  you  not? — Yes,  I was. 

16.901.  I will  just  read  it.  You  will  remember  it 
was  said  to  him  “all  we  are  asking  for  now  is  an 
adjustment  of  the  method  of  assessing  Income  Tax 
on  the  Life  Insurance  companies  in  order  to  bring 
it  into  line  with  the  theory  upon  which  the  tax  is 
assessed,  namely,  that  it  shall  fall  on  the  individual,” 
and  the  Chancellor  said  “ that  is  not  the  principle  of 
the  Income  Tax  Acte.”  I could  make  other  quota- 
tions, but  I will  not  trouble  having  regard  to  the  * 
desirability  of  saving  time;  but  it  was  made  very 
clear  to  the  offices  on  the  occasion  of  that  deputation 
that  the  Treasury,  at  any  rate,  regarded  the  Life 
Office  as  the  taxable  entity  or  taxable  unit,  whatever 
you  like  to  call  it? — Yes,  I remember  the  general 
impression  left  on  my  mind  was  that  the  Chancellor 
thought  there  were  unheard-of  difficulties. 

16.902.  Are  not  the  whole  of  the  arguments  or  the 
questions  which  have  been  addressed  to  you  by  the 
Commission  founded  on  the  conception  that  it  is  not 
the  office  which  is  the  taxable  entity  but  the  policy- 
holder, particularly  those  questions  which  involve 
the  confusion  of  the  policyholder  as  the  holder  of 
the  life  policy  and  as  a person  paying  premiums 
which  under  Statute  entitle  him  to  relief  in  the 
matter  of  Income  Tax?— Yes,  that  is  so. 

16.903.  Have  you  any  indication  at  all  whether  the 
Inland  Revenue  regards  the  office  or  the  policyholder 

as  the  person  at  whom  they  are  trying  to  get? I 

think  the  Inland  Revenue  regards  the  matter  from 
the  policyholder’s  point  of  view. 

16.904.  Is  there  any  conflict  of  opinion,  do  you 
think,  between  the  Treasury  and  the  Inland  Revenue 
on  that  matter ; perhaps  I had  better  ask  the  official 
witness  that? — Yes. 

16.905.  Sir  Edmund  Nott-Bower,  in  speaking  of 
mutual  offices,  suggested  that  there  was  no  reason 
why  the  Inland  Revenue  should  not  be  allowed  their 
option  to  tax  either  on  profits  or  on  interest  less  ex- 
penses, and  said  that  everybody  was  assessed  on  pro- 
fits. Is  not  the  whole  point  of  your  representation 
here  to  day  that  you  cannot  compare  the  Life  Offices 
<vith  everybody,  and  that  there  is  no  other  form  of 
business  or  no  other  form  of  taxpayer  who  is  in  the 
same  case  or  category  as  the  Life  Office?— Yes.  We 
do  urge  that  the  Life  Offices  occupy  an  entirely 
unique  position,  and  should  have  legislation  as  regards 
Income  Tax  entirely  and  definitely  directed  towards 
them. 

16.906.  Incidentally,  is  not  the  contention  of  the 
Inland  Revenue  that  they  should  have  the  option  to 
tax  on  p’-ofite,  a strong  argument  in  favour,  at  any 
rate,  of  the  feasibility  of  the  profits  basis? — I do  not 
think  the  feasibility  can  be  denied,  because,  as'  I 
said,  before  1915  the  life  branches  of  the  composite 
offices  were  oharged  on  a profits  basis. 

16.907.  Yes.  I will  just  call  your  attention  to  the 

sei^ence  m paragraph  7,  in  which  you  say: 

The  Commissioners  will,  therefore,  see  that  it  is 
admitted  by  the  Inland  Revenue  that  in  certain 
circumstances,  which  do  not  affect  the  principle  in- 
volved, Life  Offices  can  be  properly  and  effectively 
assessed  on  a profits  basis,”  like  any  other  business 
which'  has  been  admitted  by  the  Inland  Revenue, 
because  on  their  own  showing  it  yields  a larger 
revenue? — Yes.  ' 

16.908.  The  instances  which  Mr.  Pretyman  gave 
show,  do  they  not,  that  so  long  as  the  assessment  is  on 
an  interest  basis  questions  of  difficulty  such  as  he 
mentioned  must  arise.  Most  of  the  instances  which 
lie  put  to  you  arose  out  of  the  anomalies  which  are 
introduced  by  taxation  on  the  interest  basis.  Well, 

I will  not  press  the  point,  because  it  is  on  record,  but 
what  I was  going  to  say  is  this:  when  they  have 
arisen  in  other  cases  the  only  other  comparable  cases,  ' 
the  bants  and  the  bill-brokers,  they  have  immediately 
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been  remedied  by  legislation;  that  is  so,  is  it  not? — 
When  the  difficulty  arose  in  connection  with  the  appli- 
cation for  the  War  Loans  and  so  on,  it  was  remedied 
as  regards  the  banks. 

16.909.  Those  are  the  only  comparable  instances 
in  which  a similar  difficulty  has  arisen,  and  they  were 
immediately  remedied  by  legislation? — Yes. 

16.910.  Is  there  any  reason  that  you  know  of  why 
the  same  indulgence  should  not  have  been  extended 
to  the  Life  Offices,  which,  in  spite  of  anything  that 
may  be  said  to  the  contrary,  were  heavily  pressed  by 
the  Government  to  put  much  more  of  their  funds  than 
they  would  have  done  in  the  ordinary  case  into  War 
Loan.  Do  you  know  of  any  reason  why  a relief 
similar  to  that  given  to  the  banks  and  the  bill- 
brokers  should  not  have  been  extended  to  the  Life 
Offices? — No.  The  reason  given  was  that  there  was 
going  to  be  a Royal  Commission  after  the  war  and 
we  must  wait  till  then;  that  was  the  reason  officially 
given  to  us. 

16.911.  You  will  agree  with  me  that  those  difficulties 
would  not  have  arisen  at  all  if  the  Life  Offices  had 
been  taxed  on  their  surplus? — No,  it  would  remoye 
a lot  of  minor  difficulties. 

16.912.  I do  not  at  the  moment  propose  to  ask  you 
questions  on  Mr.  McLintock’s  cross-examination, 
which  arose  entirely  out  of  the  conception  that  the 
policyholder  is  the  taxable  entity  and  not  the  office. 
As  regards  his  suggestion  to  the  effect  that  the  Life 
Offices  desired  to  get  out  of  the  payment  of  Income 
Tax  on  account  of  the  large  amount  of  that  tax  at  the 
moment,  is  it  not  true — in  fact,  I think  you  have 
stated  it  and  we  know  that  it  is  true — that  this  agita- 
tion has  been  going  on  at  least  for  30  years,  ever  since 
the  decision  in  the  Clerical,  Medical,  and  General  Life 
Assurance  Society  v.  Carter,  and  has  been  going  on 
when  the  Income  Tax  was  a comparatively  unimpor- 
tant part  of  the  expenses  of  a Life  Office  ? — Yes,  that 
is  so. 

16.913.  Is  it  not  also  the  fact  that  over  this  series 
of  years  the  offices  have  in  one  way  or  another  got 
certain  concessions  out  of  the  Inland  Revenue  in 
exchange  for  certain  advantages,  we  will  say,  that 
they  have  abandoned  either  for  themselves  or  their 
policyholders,  as,  for  instance,  in  1915  when  the  relief 
in  the  matter  of  the  expenses  was  made  contingent 
on  restrictions  as  to  the  deduction  of  premiums  and 
the  inclusion  in  taxation  of  profits  on  reversions 
and  fines  and  fees,  and  so  on? — I do  not  know  that 
it  was  actually  made  contingent.  I was  not  very 
prominently  connected  with  the  Life  Offices’  Associa- 
tion at  that  time. 

16.914.  Anyhow,  as  a result  of  bargaining  it  did 
so  appear? — It  all  happened  at  the  same  time,  at  all 
events. 

16.915.  Just  one  word  on  what  Professor  Pigou  put 
to  you  to  the  effect  that  the  differential  rate  while 
lessening  the  injustice  to  the  poor  policyholder  gives 
an  undue  advantage  to  the  rich  one.  Is  not  that 
absolutely  correct?  Do  you  agree  that  it  lessens 
the  injustice  to  the  poor  policyholder — it  does  not  do 
away  with  it — and  increases  the  advantage  to  the  rich 
°n©? — That  is  so,  of  course;  I admitted  that. 

16.916.  If  we  do  admit  it,  does  not  that  constitute 
the  ground  of  a very  formidable  claim  on  the  Govern- 
ment, that  they  must  devise  some  method  by  which 
the  policyholder  can  get  the  return  of  taxation  to 
which  he  is  entitled,  if  they  do  not  give  him  such 
relief  as  you  suggest  in  your  differential  rate? — Yes, 
that  is  what  we  suggest.  It  may  not  be  the  best 
method,  but  it  is  the  only  method  we  can  put  forward 
to  get  average  justice. 

16.917.  That  is  the  position  you  take  up;  that  you 
put  the  Government  in  the  dilemma  of  having  to 
provide  some  means  of  doing  justice  to  the  policy- 
holder or  accepting  your  suggestion  of  a rough  and 
ready  way  of  doing  it? — Without  using  the  word 
“ dilemma  ” I would  agree  with  you;  I do  not  want 
to  put  the  Government  in  a dilemma. 

16.918.  Mr.  Walter  Clark : In  reference  to  Mr. 
McLintock’s  sum,  is  the  premium  of  an  endowment 
policy  allowable  as  a deduction? — Only  to  a certain 
extent- 


16.919.  Mr.  McLintock : It  is  only  allowed  up  to 
£7  per  cent. 

16.920.  Mr.  Pretyman : Would  you  welcome  a 

solution  which  gave  you  what  you  asked  for  in  the 
matter  of  a reduced  rate,  say  4s.  6d.  instead  of  6s., 
and  abolished  altogether  the  exemption  of  insurance 
premiums? — That  question  has  never  been  considered 
by  my  committee  in  dealing  with  this  evidence,  so 
I must  answer  that  purely  in  my  personal  capacity. 
On  the  whole  I should  say  I should  not  welcome  it ; 
that  is  my  personal  opinion. 

16.921.  With  regard  to  what  Mr.  Marks  said  to  you 
about  taxable  entity  that  is  an  expression  which 
wants  a little  definition,  is  it  not?  A taxable  entity 
may  be  merely  a matter  of  machinery  as  for  the 
collection  of  a tax? — Yes. 

16.922.  What  we  have  to  consider  is  the  incidence 
of  the  tax  and  who  ultimately  pays  it? — Yes.  As  I 
explained,  that  was  a term  of  which  I do  not  under- 
stand the  full  significance. 

16.923.  But  speaking  from  what  you  know  of  the 
position  of  the  policyholder,  and  speaking  personally, 
you  would  not  welcome  the  abolition  of  the  present 
relief  and  the  granting  in  lieu  of  it  the  relief  which 
you  now  ask  for? — That  is  my  personal  opinion. 

16.924.  So  it  does  amount,  does  it  not,  to  an  ad- 
mission that  the  policyholder  is  now  getting  some- 
thing which  is  of  greater  value  than  what  you  suggest 
he  should  have? — Well,  of  course,  you  have  un- 
doubtedly to  consider  the  question  of  allowance  for 
premiums  as  an  indirect  means  of  bringing  business 
to  Life  Offices. 

16.925.  If  you  could  just  come  straight  to  my  point, 
because  it  is  really  rather  important  from  my  point  of 
view — you  say  you  prefer  the  present  form  of  relief 
to  the  one  that  you  ask  for,  and  that  you  would  not 
sacrifice  the  present  for  the  other.  That  is  an  ad- 
mission, is  it  not,  that  the  present  relief  is  a greater 
one  than  the  one  you  ask  for? — Well,  they  are  two 
different  things. 

16.926.  I know,  but  they  are  both  reliefs  to  the 
policyholder.  The  policyholder  benefits  from  them 
both.  I quite  understand  that  they  are  different,  and 
that  they  are  allowed  in  different  ways,  but  look  at 
the  thing  from  a plain  common  sense  and  not  from  a 
technical  point  of  view;  look  at  it  from  the  Income 
Tax  payer’s  point  of  view.  The  policyholders  as 
Income  Tax  payers  are  now  getting  a certain  form  of 
relief  to  a certain  amount?— Yes. 

16.927.  You  come  and  ask  for  a further  form  of 
relief  of  a different  character? — Yes. 

16.928.  I ask  you  whether  you  would  welcome  the 
granting  of  the  form  of  relief  you  now  ask  for,  con- 
ditionally on  the  abandonment  of  the  relief  now  given, 
and  you  say,  no? — I say,  no. 

16.929.  I say  that  is  an  admission  that  the  present 
form  of  relief  is  greater  than  the  form  of  relief  which 
you  ask  for ; apart  from  technicalities  it  is,  otherwise 
you  would  wish  to  surrender  it? — Of  course,  the  con- 
cession granted  to  the  general  public  is  a valuable 
support  of-  Life  Assurance. 

16.930.  To  insurers,  not  to  the  general  public? — To 
insurers.  Anybody  can  have  it  who  insures  his  life. 

16.931.  Do  you  think  your  putting  forward  this 
claim  in  the  way  you  do  jeopardises  very  much  the 
relief  you  are  now  getting? — We  hope  not. 

16.932.  I ask  you  seriously  to  consider  that  matter, 
because  I do  not  think  the  general  taxpayer  would 
assent  to  the  proposition  that  the  insured  people 
should  have  it  both  ways.  The  claim  is  that  everybody 
should  be  treated  alike,  and  I think  you  might  find 
that  there  would  be  a strong  demand,  in  the  case  of 
this  suggestion  of  yours,  that  the  insurer  should 
receive  exactly  similar  treatment  to  other  people  in 
the  direction  you  now  ask  for,  that  you  should  receive 
exactly  the  same  treatment  in  the  matter  of  premiums 
that  anyone  else  does  in  the  matter  of  his  investment. 
I only  ask  that  you  should  think  of  that  very 
seriously  before  you  press  that? — May  I suggest  one 
consideration  that  I think  should  be  in  the  minds  of 
the  Commission,  and  that  is  this.  It  is  suggested 
that  this  relief  of  £1,000,000,  or  whatever  it  is.  that 
would  be  granted  to  the  Life  Offices  is  an  increased 
burden  on  the  general  taxpayer.  May  I point  out 
to  you  that  there  is  an  annual  saving  being  effected 
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by  the  Government  in  respect  of  the  premium  rebate, 
because  the  full  6s.  in  the  £,  for  those  who  are 
entitled  to  it,  is  allowed  in  respect  of  policies  issued 
up  to  a certain  date  in  1916,  and  only  3s.  in  respect 
of  policies  issued  after  that  time.  That  means  that 
by  policies  going  off  by  death,  and  by  the  maturity 
of  Endowment  Assurance,  a very  large  sum  each 
year  is  going  off  at  a 6s.  rate,  and  the  new  business 
that  is  coming  on  is  coming  on  at  a 3s.  rate;  the 
result  is  an  annual  saving  to  the  Government  which 
will  very  quickly  wipe  out  that  million. 

16.933.  Do  you  not  think  the  Government  requires 
every  annual  saving  and  every  penny  of  saving  it 
can  get  in  every  direction,  and  if  we  can  get  that 
million  pounds  equitably,  according  to  existing 
legislation,  that  is  no  reason  why  we  should  give  away 
another  million  pounds,  unless  we  think  it  is 
absolutely  equitable  in  proportion  to  the  burden  on 
the  other  taxpayers? — No,  of  course,  you  will  not 
grant  any  concessions  that  you  do  not  consider  equit- 
able. 

16.934.  It  may  be  possible,  may  it  not,  to  say  to  an 
applicant  for  equity : ‘ ‘ very  well,  we  will  give  you 
equity,”  and  he  goes  away  wishing  he  had  not  asked 
for  it? — Yes. 

16.935.  Mr.  Marks : I really  think  I must  ask 

another  question  arising  out  of  what  you  say.  When 
you  suggest  that  the  policyholder  gets  it  both  ways 

16.936.  Mr.  Pretyman : Not  gets  it  both  ways  now, 
but  would  get  it  both  ways  if  the  two  concessions 
were  given. 

16.937.  Mr.  Marks : He  would  get  it  both  ways  if 
he  got  the  differential  rate  and  if  he  still  got  his 
deduction  in  respect  of  premiums  from  time  to  time? 
— That  is  what  is  suggested. 

16.938.  The  whole  of  the  argument  here  to-day,  so 
far  as  I can  judge,  has  proceeded  on  the  assumption 
that  every  policyholder  in  the  office  gets  the  benefit 
ol  this  allowance  for  premium.  It  is  not  the  fact. 
All  those  who  are  entitled  to  total  exemption  from 
Income  Tax,  of  course,  get  no  benefit  whatever  from 
it,  although  their  funds  in  the  hands  of  the  office 
are  taxed  at  6s. ; and  all  those  who  are  entitled  to  an 
abatement,  although  they  get  the  advantage  of  the 
premium  allowance,  are  still  taxed  at  a much  higher 
rate  than  that  to  which  individually  they  are  liable. 

16.939.  Mr.  Pretyman : Perfectly,  but  it  was  with 
these  considerations  in  my  mind  that  I asked  Mr. 
Hovil  the  question  which  he  would  prefer.  I did  not 
express  an  opinion  which  of  the  two  was  preferable, 
but  I asked  Mr.  Hovil  which  he  preferred,  and  he, 
no  doubt,  had  all  that  in  his  mind. 

16.940.  Mr.  Marks : As  the  witness  did  not  make 
it  clear  that  there  was  that  existing  condition,  I 
thought  it  might  perhaps  be  put  before  the  Com- 
mission. 

16.941.  Mr.  Pretyman-.  Certainly,  it  is  a very  im- 
portant point. 

16.942.  Mr.  Bowerman:  I understood  the  witness 
to  admit  without  any  reservation  that  the  existing 
allowance  has  been  of  advantage  to  the  Life  Offices? — 
Yes,  I did  say  that. 

16.943.  And  that  the  question  has  been  raised  on 
behalf  of  policyholders,  because  one  or  two  letters 
have  been  received  suggesting  that  some  alteration 
might  he  made? — Yes,  as  regards  the  differential  rate, 
I said  one  or  two  letters  had  been  received. 

16.944.  Mr.  Bowerman:  There  has  been  no  repre- 
sentation from  the  general  body  of  the  policyholders. 

16.945.  Mr  Pretyman:  Quite  so. — (To  Witness ) — 
Mr.  Low,  you  have  heard  the  cross-examination  in 
respect  of  the  English  case  ? — (Mr.  Low ) : Yes. 

16.946.  Your  two  statements  seem  to  be  in  general 
agreement,  except  in  regard  to  two  matters;  there 
is  one  point  of  difference  on  the  question  of  the 
method  of  assessment,  whether  it  should  be  on  profits 
or  net  interest,  where  you  differ  from  the  English 
case ; and  there  is  one  point,  not  a different  hut  a 
quite  additional  point,  which  you  raise  on  the  matter 
of  annuities? — Yes. 

16.947.  Otherwise  your  cases  cover  the  same  ground  ? 
—Yes. 

16.948.  You  have  heard  the  discussion  this  morning ; 
it  will  not  be  necessary  probably  for  us  to  go  over 


the  whole  of  the  same  ground  again,  although,  of 
course,  any  Commissioner  may  ask  you  any  question 
covering  the  ground  which  was  covered  this  morning, 
if  ho  wishes  to  have  your  view  upon  it.  I should 
like  to  ask  whether  you  are  in  general  agreement 
with  the  evidence  given  on  behalf  of  the  English 
offices,  or  whether  you  have  any  particular  comments 
to  make  on  their  evidence?— I think  I should  not  care 
to  make  any  comment  on  their  evidence. 

16.949.  I am  speaking  apart  from  the  point  on 
which  we  know  that  you  differ;  but  on  the  general 
evidence,  where  you  agree  in  your  statements,  have 
you  any  comment  to  make,  or  do  you  differ  generally 
from  their  evidence? — I agree  generally  with  their 
evidence.  Perhaps  on  some  Bmall  points  if  I had 
been  asked  the  questions,  I would  have  given  a dif- 
ferent answer,  but  I do  not  wish  to  set  up  anything 
against  the  answers  that  have  been  given. 

16.950.  Sir  W.  Trower:  With  regard  to  the  ques- 
tion of  the  two  methods  of  taxation  by  the  Govern- 
ment, you  come  down  decidedly  on  the  side  that  they 
ought  to  tax  on  the  income  from  investments,  less 
expenses,  plus  the  income  derived  from  reversionary 
interests? — I think  the  question  of  taxation  upon 
reversionary  interests  permits  of  being  resolved  into 
a matter  of  interest;  because  after  all  what  the 
office  gets  when  it  gets  its  capital  out  of  the  reversion, 
is  its  own  capital,  the  price  paid  for  the  reversion, 
plus  the  interest  upon  that,  taking  it  broadly.  It 
loses  in  some  cases  and  gains  in  others,  but  on  the 
average  it  gets  so  much  interest  upon  its  capital. 
I think  it  admits  of  being  worked  in  in  that  way. 

16.951.  Then  with  regard  to  the  Grown  not  having 
the  choice,  that,  I think,  is  entitled  to  very  much 
sympathy.  It  really  comes  to  this : that  there  is  no 
certainty  about  it  if  the  Grown  has  the  choice  and 
taxes  the  taxpayer  on  a different  basis  at  different 
periods,  and  therefore  it  leads  to  uncertainty,  and 
no  one  has  a right  to  choose  between  two  systems 
which  differentiate  in  their  incidence.  You  put  it  on 
those  grounds,  do  you  not? — I should  put  it  rather 
on  this  ground.  Net  interest  being  taken  as  the  basis 
of  taxation,  if  an  office,  outside  its  ordinary  assurance 
operations,  investing  money  and  re-distributing  it 
amongst  the  policy-holders,  makes  a profit  which  in 
the  hands  of  other  people  would  be  a taxable  profit, 
then  I do  not  see  that  there  is  any  injustice  in  its 
being  taxed  upon  such  profit.  I have  some  difficulty 
in  putting  to  myself  in  what  circumstances  it  would 
make  such  a profit;  but  if  there  is  such  a thing,  I 
do  not  see  why  the  office  should  not  be  taxed  upon  it. 

16.952.  Then  you  think,  that  on  general  grounds, 
it  is  better  for  the  offices,  and  better  for  their  con- 
stituents, that  that  system  should  be  adopted — taxa- 
tion upon  net  interest? — Yes;  we  have  considered  that 
very  carefully  in  Scotland,  and  we  have  come  to  the 
conclusion  that,  while  in  all  probability  the  taxation 
of  profits  would  in  most  instances  be  in  favour  of  the 
office,  the  taxation  of  net  interest  was  much  more 
easily  defended  upon  theoretical  grounds;  in  fact  we 
could  see  no  flaw  in  the  case  for  taxation  upon  net 
interest. 

16.953.  Now  turning  to  the  other  question,  that 
is  the  question  of  annuities,  is  it  not  the  fact  that 
the  annuitant,  when  he  or  she  buys  an  annuity,  takes 
into  consideration  the  question  of  taxation?  I am 
putting  aside  for  one  moment  the  question  of  the 
rate  of  taxation.  An  annuitant  his  always  had  to 
consider  the  question  when  embarking  capital?— Yes, 
unfortunately  the  annuitant  has  always  had  to  con- 
sider that  he  or  she — most  commonly  she — would  have 
to  bear  Income  Tax  upon  his  or  her  annuity,  and 
has  bought  the  annuity  in  spite  of  that,  feeling  all 
the  while  that  it  was  an  injustice  to  have  to  pay 
upon  the  full  amount  of  the  annuity. 

16.954.  Then  you  put  it  on  the  ground  that  that 
was  the  only  provision  that  she  could  make  for  her- 
self?— Or,  at  all  events,  that  it  was  a necessary 
supplement  to  what  other  provisions  could  be  made. 

16.955.  That  is  the  ground  you  put  it  upon? — Yes. 

16.956.  And  you  differentiate  that  from,  for 
instance,  leaseholds,  because  the  leasehold  has  :> 
definite  life  and  a man  takes  that  into  consideration 
in  buying? — Yes. 

16.957.  You  distinguish  between  the  two? — Yes, 
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16.958.  Mr.  Kerly : I was  not  here  this  morning,  so 
I will  not  trouble  you  with  going  over  what  may  be 
ground  already  touched.  You  say  that  the  profit 
you  make  in  dealing  in  reversions  is  really  equivalent 
to  interest,  because  you  get  your  money  back,  and 
that  is  partly  capital  and  partly  interest? — Yes. 

16.959.  Have  you  not  left  out  of  account  two 
things : the  fact  that  dealing  in  reversions  is  to  some 
extent  speculative}  and  secondly,  that  the  difference 
between  what  you  pay  and  what  you  get  is  greater 
or  less  according  to  the  successful  exercise  of  judgment 
by  the  buyer  of  the  reversion? — That  is,  that  you  may 
get  more  or  less  capital  than  you  anticipated  in  your 
calculation,  I take  it.  Well,  of  course,  you  may  gain 
or  you  may  lose. 

16.960.  There  is  a real  trading  element  in  it,  just 
as  there  is  in  any  other  trading  operation? — Yes;  but 
if  you  make  a profit  upon  that,  or  make  a loss,  that 
is  capital,  and  not  income. 

16.961.  I am  afraid  I cannot  appreciate  that.  A 
stock  and  share  dealer,  a jobber,  buying  and  selling, 
makes  a profit,  does  he  not?  You  would  not  regard 
him  as  earning  interest  on  his  capital? — If  that  was 
his  whole  business,  that  is  so. 

16.962.  This  is  the  business  of  assurance  companies 
dealing  in  reversions? — But  in  the  same  way  it  is 
our  business  to  invest  in  ordinary  securities.  We 
may  make  a profit,  or  we  may  make  a loss;  that  is 
a capital  profit  or  a capital  loss. 

16.963.  We  are  quite  familiar  with  the  distinction 
between  an  investor  and  a speculator? — Is  not  every 
investor  more  or  less  a speculator? 

16.964.  We  have  no  practical  difficulty  in  defining 
the  two  classes? — No. 

16.965.  But  every  dealer  in  reversions  is  to  a much 
more  serious  extent  a person  exercising  judgment  in 
what  he  buys,  in  the  sense  that  the  trader  does? — 
Then  your  point  would  be,  I take  it,  that  a company 
dealing  in  reversions  would  be  dealing  in  a thing 
that  would  yield  such  extraneous  profit  as  I have 
referred  to  in  a previous  answer? 

16.966.  Yes.  Therefore  I suggest  that  to  you  for 
your  consideration? — That,  of  course,  is  a question 
apart  from  the  general  question  of  the  basis  of 
taxation. 

16.967.  I agree  entirely;  only  I suggest  to  you 
that  it  may  be  worth  considering;  that  if  you  are 
going  on  to  pursue  a course  which  is  strictly  analagous 
to  that  of  traders,  you  ought  to  separate  the  pure 
assurance  business  of  a particular  company  from  any 
profit  it  makes  upon  dealing  in  reversions? — Of 
course,  you  have  to  be  very  careful  not  to  mix  up 
profit  and  interest  there.  In  my  view,  I think  it 
admits  of  being  very  nearly  practically  resolved  into 
a matter  of  interest. 

16.968.  That  is  because  of  your  assumption,  which 
may  be  warranted  by  actual  practice  of  a well- 
conducted  office,  that  the  speculative  gains  and  losses, 
as  I put  it,  balance  each  other? — They  probably 
balance  each  other. 

16.969.  Mr.  Pretyman:  In  the  purchase  of  a 
reversion,  is  not  part  of  the  return  in  the  increasing 
value  of  the  reversion,  as  well  as  in  interest;  is  it 
not  deferred  income? — The  difference  between  the 
price  you  pay  and  the  sum  you  ultimately  receive 
is  deferred  income. 

16.970.  Is  not  that  a ground  on  which  it  might  be 
liable  to  taxation? — The  difference,  yes. 

16.971.  There  would  be  a difference,  would  there 
not?  You  would  pay  normally  more  for  a property 
with  a reversion  than  for  a property  without  one? — 
We  are  talking  of  two  different  kinds  of  reversion, 
I think.  I take  it  the  question  previously  put  to  me 
about  reversions  referred  to  reversions  to  sums  pay- 
able on  the  decease  of  persons. 

16.972.  Not  property  reversions? — No,  not  property 
reversions. 

16.973.  But  you  do  purchase  property  reversions, 
do  you  not? — No,  I am  not  familiar  with  that  at 
all.  There  is  no  such  thing  in  Sootland. 

16.974.  Are  not  ground  rents  one  of  the  forms  of 
investment  in  the  case  of  Life  Offices? — Yes,  some  of 
them  do  that, 


16.975.  That  is  what  was  in  my  mind.  That  form 
of  reversion  would  be  deferred  income,  would  it  not? 
— In  one  view  it  is,  certainly. 

16.976.  And  would  therefore  be  an  extraneous  profit 
such  as  you  think  ought  to  be  taxed,  if  it  is  worth 
while,  and  if  it  can  properly  be  ascertained? — If  I 
might  be  excused,  I would  rather  not,  at  this  point, 
discuss  what  are  to  be  considered  as  extraneous 
profits.  I have  stated  I feel  great  difficulty  in 
knowing  what  they  would  be;  but  that  would  be  a 
point  .for  determination  later. 

16.977.  Mr.  Kerly : You  rightly  followed  me  as 

intending  to  deal  with  reversions  depending  upon  an 
uncertain  contingency;  such  as  the  duration  of  a 
life?— Yes. 

16.978.  I ought  to  have  said  so,  so  as  to  make  it 
clear.  You  have  also  given  us  some  evidence  about 
annuities.  The  matter,  of  course,  has  been  discussed 
by  a previous  Committee,  as  you  are  aware.  I think 
you  have  no  new  argument  to  bring  forward  against 
the  present  rule? — We  have  no  argument  beyond  what 
is  in  our  memorandum. 

16.979.  The  matter  has  become  a great  hardship 
upon  annuitants  because  of  the  recent  great  rise  of 
the  tax? — Yes. 

16.980.  That  is  what  has  once  more  brought  the 
matter  into  prominence? — Yes,  and  because  of  the 
coincident  rise  in  the  cost  of  living. 

16.981.  Professor  Pigou : Will  you  turn  to  para- 
graph 15.  I take  it  that  you  recognize  the  difficulties 
in  the  way  of  a differential  rate,  but  that  you  prefer 
it  to  individual  adjustment,  on  the  practical  ground 
that  the  other  could  not  be  worked.  Would  it  be 
possible  to  explain  why  it  could  not  be  worked? — In 
connection  with  Mr.  Schooling’s  evidence  before  the 
Commission,  I think  this  matter  was  pretty  well  dis- 
cussed. 

16.982.  You  accept  his  evidence? — I accept  what 
seems  to  be  the  rebuttal  of  his  evidence. 

16.983.  There  is  just  one  point  in  connection  with 
that.  You  spoke  about  the  “ clumsy  and  roundabout 
process,”  and  difficulties.  Would  these  difficulties  be 
all  at  the  beginning?  I mean,  if  you  could  once 
start  this  thing,  would  it  become  easier  or  would  it 
always  be  difficult  ? — It  would  always  be  difficult ; a 
recurring  enormous  difficulty. 

16.984.  It  is  not  the  sort  of  thing  with  which  you 
have  great  trouble  at  first,  but  which  gets  better 
later? — No,  it  is  not  so. 

16.985.  Then  with  regard  to  annuities.  The  point 
has  been  put  to  you  that  an  objection  to  relieving 
annuitants  is  that  when  they  took  their  annuities 
originally,  they  reckoned  upon  the  tax? — Yes. 

16.986.  Have  you  considered  at  all  the  possibility 
of  leaving  things  as  they  are  in  respect  of  existing 
annuities,  and  making  a change  in  respect  of  new 
annuities? — That  would  be  very  partial  relief  to  the 
people  whose  case  is  in  our  minds — people  of  limited 
incomes  who  are  being  taxed  upon  the  capital  that 
has  been  accumulated  either  by  themselves  or  by  their 
predecessors  for  their  declining  years.  Of  course  it 
is  enormously  aggravated  by  the  increase  in  the  rate 
of  tax ; but  it  has  always  been  a grievance  with  these 
people.  They  have  come  to  us  and  said:  “ if  I had 
invested  this  money,  I should  have  got  so  much  for  it ; 
I give  it  to  you,  and  you  will  give  me  an  annuity, 
but  I never  see  my  money  again,  and  I am  taxed  upon 
what  is  really  the  capital  and  not  the  income,  and 
that  is  not  fair.”  I do  not  know  what  answer  there 
is  to  that. 

16.987.  I quite  see  the  point;  but  of  course  the 
argument  against  releasing  existing  annuitants  who 
reckoned  on  the  Income  Tax  when  they  bought  their 
annuity — ? — But  they  did  not  reckon  on  6s. ; and  it 
is  ruinous  for  some  people. 

16.988.  I am  not  disputing  that;  but  my  point  is 
that  there  is  a different  argument  there  from  what 
there  is  in  the  case  of  new  annuities? — I quite  agree 
there  is  a point  there. 

16.989.  What  I was  asking  was  this.  Supposing  it 
applied,  for  example,  to  annuities  as  bought  from 
now,  would  not  that  be  some  relief? — Of  course  on 
the  principle  that  half  a loaf  is  better  than  no  bread 
we  should  be  quite  glad  to  have  that;  but  we  should 
regard  it  as  only  an  instalment  of  what  we  should 
expect  to  get  from  a Commission  like  this. 
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16.990.  Mr.  Marks  : How  many  Scottish  offices  do 
you  represent? — In  our  Association  we  have  14  offices. 

16.991.  Are  they  unanimous  in  regard  to  this? — 
I do  not  think  30U  are  entitled  to  ask  me  that  ques- 
tion, if  I may  say  so.  The  resolution  putting  forward 
our  case  on  this  basis  was  submitted  to  a meeting 
and  was  passed  without  any  dissent. 

16.992.  A general  meeting  of  the  Association? — A 
general  meeting  of  the  Association. 

16.993.  Thank  you ; that  is  all  I wanted  to  know. 
You  are,  of  course,  aware  that  the  evidence  tendered 
by  the  Scottish  offices  now  is  in  entire  contradiction 
to  that  which  they  have  put  up  in  the  past? — Yes; 
I think  we  have  come  to  a better  mind,  if  I may 

- say  so. 

16.994.  Since  when? — I cannot  give  you  the  date, 
but  the  tendency  of  opinion  in  Scotland  has  been 
growing  in  this  direction  for  some  time  past.  Of 
course  if  you  ask  me  for  my  individual  opinion,  it 
has  never  altered. 

16.995.  I am  aware  of  that? — But  I am  speaking 
now  not  for  myself. 

16.996.  The  main  difference  between  your  evidence 
and  that  of  the  English  offices  relates  to  the  basis  of 
assessment  ? — Yes. 

16.997.  And  T take  it  you  would  say,  in  answer  to 
the  question  which  I raised  this  morning,  that  the 
proper  taxable  entity  to  be  considered  in  this  con- 
nection is  the  policyholder  and  not  the  office? — If 
you  would  define  to  me  exactly  what  you  mean  by  the 
" taxable  entity  ” I should  be  able  to  answer  that 
question.  Do  you  mean  by  “ taxable  entity  ” the 
person  who  has  to  pay  the  tax  or  the  person  upon 
whom  it  is  ultimately  to  fall? 

16.998.  I mean  the  person  or  body  on  whom  the 
Inland  Revenue  place  the  charge? — Of  course  it 
is  absurd  to  say  that  the  Inland  Revenue  place 
the  charge  directly  on  the  policyholders,  because  that 
would  mean  that  they  must  collect  from  some  millions 
of  men  a number  of  small  sums.  The  Inland  Revenue 
collects  through  the  office. 

16.999.  You  are  no  doubt  aware  of  the  judgments 
which  have  been  given  dealing  with  this  particular 
point,  in  the  cases  of  The  Mersey  Docks  and  Harbour 
Board  v.  Lucas,  and  The  Gresham  Life  Assurance 
Society  v.  Styles.  Perhaps  I may  be  allowed  to  read 
this  for  the  information  of  the  Commission.  It  was 
held,  in  the  case  of  The  Mersey  Docks  and  Harbour 
Board  v.  Lucas,  that  “ where  profit  is  made,  it  is 
immaterial  what  is  the  destination  of  that  profit”; 
and  in  the  other  case,  The  Gresham  Life  Assurance 
Society  v.  Styles : “ but  when  once  an  individual 
or  a company  has  in  that  proper  sense  ascertained 
what  are  the  profits  of  his  business  or  his  trade,  the 
destination  of  these  profits  or  a charge  which  has 
been  made  on  these  profits  bv  previous  agreement  or 
otherwise  is  immaterial.”  Those  judgments  seem  to 
me  to  be  pretty  conclusive  as  to  the  charge  stopping 
at  the  office.  Do  you  agree  with  that? — No. 

17.000.  Can  you  give  me  any  reason  why  you  dis- 
agree?— Yes.  Take  the  case  of  a mutual  assurance 
office.  There  you  have  a body  of  persons  who  have 
paid  in  capital  sums  to  achieve  a certain  object,  who 
are  not  trading  as  a body,  who  are  earning  net  in- 
terest upon  the  sums  they  have  paid  in.  They  are, 
as  a body,  liable  to  be  taxed,  but  the  tax,  of  course, 
falls  upon  the  individual ; he  gets  less  out  of  the 
society  than  he  would  get  if  there  were  no  tax. 

17.001.  I agree,  but  I think,  if  I may  say  so  with- 
out any  discourtesy,  that  is  rather  an  evasion  of  the 
point  on  which  we  are  at  the  moment? — I do  not  wish 
to  evade  any  point  at  all. 

17.002.  All  I am  concerned  with  at  the  moment  is 
what  your  views  are  as  to  the  point  at  which  the 
charge  by  the  Inland  Revenue  falls  in  fact?— In  fact 
it  falls  upon  the  policyholder. 

17,00.3.  I gather,  further,  from  your  evidence,  that 
vou  assume  that  there  is  a correct  analogy  between 
the  man  who  places  his  money  in  Life  Assurance  and 
an  investor  in  any  other  form  of  security?— A correct 
analogy,  to  the  extent  that  each  of  thqm  is  laying 
out  his  money  at  interest, 


17.004.  But  you  would  agree,  of  course,  that  the 
investor  in  a joint  stock  company  retains  to  a very 
large  extent  his  control  of  his  capital,  and  entirely 
his  control  of  his  interest? — Yes. 

17.005.  And  that  the  investor  in  a Life  Assurance 
company  abandons  his  control  over  both  ? — To  a large 
extent  he  does. 

17.006.  What  is  your  limitation? — The  limitation 
is  that  he  has  got  something  that  he  can  sell,  can  dis- 
pose of,  himself. 

17.007.  He  has  got  something  which  he  can  sell,  but 
surely  invariably,  and  in  the  nature  of  the  case,  at 
a loss? — Now,  is  that  the  case?  Would  you,  as  an 
actuary,  say  that  is  the  case?  He  has  had  bis  in- 
surance. He  has  got  the  value  for  his  money. 

17.008.  But  I am  looking  at  it  purely  from  the 
point  of  view  of  investment,  distinguishing  the  case 
of  the  investor  in  Life  Assurance,  from  the  investor 
in  any  other  form  of  investment? — Quite  clearly,  a 
man  who  insures  his  life  cannot  at  any  moment  come 
and  draw  his  capital.  If  that  i what  you  want  me 
to  admit,  I admit  that  readily. 

17.009.  And  if  he  does  withdraw  his  capital,  he 
withdraws  only  a part  of  it?— Well,  he  has  spent 
some  of  it. 


17.010.  He  has,  as  we  know,  spent  some  of  it  in 
providing  for  a risk:  which  further  distinguishes  his 
case  from  that  of  the  other  investor,  because  the  other 
investor  has  not  got  the  same  risk? — That  is  so. 

17.011.  There  is,  at  any  rate,  a very  considerable 
distinction  between  the  investor  in  the  Life  Assurance 
form,  and  the  investor  in  the  other  form  of  invest- 
ment, so  far  as  that  is  concerned  ?— Clearly. 

17>012-  Is  tllere  not  at  least  one  other  essential 
difference,  which  is  this:  that  in  the  case  of  the 
investor  in  Life  Assurance,  the  longer  he  lives,  and 
the  more  he  pays  in,  the  less  his  individual  benefit  is? 
— That  is  so. 


17,013.  Is  not  that  a very  strong  distinction  between 
his  case  and  that  of  the  other  investor  ?— Clearly,  but 
we  seem  to  me  to  be  getting  very  far  away  from  the 
question  of  Income  Tax,  if  you  will  pardon  me 
saying  so. 

17,(04  Forgive  me,  I think  not.  You  are  trying 
to  establish,  for  the  purposes  of  taxation,  an  analogy 
between  the  investor  in  Life  Assurance  and  the  in- 
vestor m other  forms  of  securities  ?— I do  not  know 
that  I am.  I am  trying  to  establish  an  analogy  be- 
tween interest  derived  from  Life  Assurance  funds  and 
interest  derived  from  anything  else,  dealing,  as  I 
say  with  income  here.  I cannot  conceive  of  anything 
that  is  more  truly  and  absolutely  income  than  the 
return  from  invested  money,  whether  it  is  invested  in 
assurance  or  invested  in  anything  else. 


. . ' . juui  ouiibuiibion  on  tne 

judgment  in  the  case  of  Tlie  Clerical,  Medical  and 
general  Assurance  Society  v.  Carter?— I am  not  rest- 

l'F°n  Jn/tlling  of  that  kind;  I am  resting  it  upon 
matter  of  fact. 

17  016  Let  me  put  it  in  this  way.  Tho  basis  upon 
which  Life  Offices  are  assessed  at  the  present  time 
rests  entirely  on  the  judgment  in  the  case  of  The 
Clerical,  Medical  and  General  Life  Assurance 
lSrt™”'rr?'  er ?__I  do  not  admit  that  at  all. 

17,017.  That  is  your  answer— that  you  do  not  admit 
it.  Let  me  pass  from  that.  You  say  in  paragraph  7 
that  the  profit  or  gain  which  they  as  a body 
that  is  the  members  of  the  society—”  make  is  just 
the  interest  or  other  produce  of  the  funds  they  them- 
selves have  built  up,  less  the  expenses  incurred  in 
carrying  on  the  concern  ”?— Yes. 


; •> — Hum  your  consideration 

what  we  regard  as  other  sources  of  surplus  at  anv 
rate,  if  not  profit,  that  is  to  say,  what  we  ordinarily 
call  profit  from  mortality  and  from  miscellaneous 
soul  ees  p -I  do  not  exclude  it.  I think  the  two  thing, 
are  entirely  different.  I think  that  actuarial  surplus 
and  taxable  profit  are  two  entirely  different  things. 
He  have  pointed  out  m this  memorandum  that  in  a 
mutual  society  there  is  no  such  thing  as  profit,  apart 
f.om  the  produce  of  the  funds  and  apart  from  such 
possible  extraneous  sources  as  have  been  referred  to ; 
that  is  a different  matter.  The  produce  of  the  funds 
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is  the  profit  that  the  body  as  a body  makes.  If  there 
is  a surplus  from  the  expenses  being  less  than  the 
provision  that  was  made  for  them,  then  that  is  be- 
cause the  members  put  in  more  capital  than  was 
required.  But  that  is  no  profit  at  all.  If  there  is 
a surplus  from  the  rate  of  mortality  being  less  than 
the  rate  that  was  assumed,  or  from  the  rate  of  interest 
being  higher  than  the  rate  that  was  assumed,  then 
that  surplus  arises  because  the  members  paid  in  more 
capital  than  was  necessary.  There  is  no  profit;  it  is 
their  own  money. 

17.019.  That  puts  at  greater  length  what  I had  in 
mind : that  you  do,  in  your  argument,  exclude  from 
consideration  what  actuaries  designate  as  profit  on 
mortality,  in  their  dealing  with  Life  Assurance 
offices  ? — Certainly. 

17.020.  And  you  regard  as  the  profit  or  gain,  to  use 
the  word  of  the  Act,  which  is  liable  to  taxation,  only 
the  interest  on  the  funds? — Yes,  the  net  interest  on 
the  funds.  It  seems  to  me  quite  clear. 

17.021.  I think  in  answer  to  Sir  Walter  Trower  you 
suggested  that  if  the  office  makes  other  profit  it 
should  be  taxed? — If  the  office,  outside  the  opera- 
tions of  ordinary  Life  Assurance,  makes  profits  which 
in  the  hands  of  other  persons  would  be  taxable  profits, 
then  they  ought  to  be  taxed,  whether  they  are  mutual 
or  proprietary. 

17.022.  What  other  source  of  profit  could  it  have? 
— That  is  what  puzzles  me  to  know. 

17.023.  You  do  not  agree  that  dealing  with  rever- 
sions, for  instance,  would  be  outside  the  scope  of  a 
Life  Office  ? — As  I have  already  said,  I think  the  great 
part  of  the  profit  upon  reversions  is  the  interest 
part.  If  a company  makes  it  its  business  to  deal  in 
reversions,  it  is  conceivable  that  it  might  make  a 
speculative  profit  outside  of  the  interest.  I have 
already  said  that  I would  rather  not  be  asked  to 
discuss  at  this  stage  what  would  be  a taxable  profit 
outside  ordinary  assurance  business.  If  there  is  a 
taxable  profit  outside  ordinary  assurance  business  I 
do  not  see  why  assurance  companies  should  be  exempt. 

17.024.  Would  you  agree  that  if  it  made  losses  in_ 
similar  dealing  they  should  be  allowed  as  a set-off?— 
Yes,  I think  the  loss  should  be  set  against  the  profit. 

17.025.  That  is  to  say,  if  it  dealt  in  those  securities 
and  made  a loss,  it  should  be  allowed  to  set  that 
loss  off  against  its  taxed  income? — Against  its  taxed 
income?  That  is  a different  thing.  That  is  going 
a step  further.  I think  profit  and  loss  ought  to  be 
taken  together  if  you  are  going  to  take  them  as 
extraneous  matters. 

17.026.  Then  I do  not  follow  you.  Perhaps  you 
mea,n  it  in  this  sense:  that  transactions  outside  the 
ordinary  scope  of  a Life  Office,  if  there  are  any 
such,  should  be  dealt  with  as  entirely  separate 
matters? — Yes.  I put  this  as  an  admission  rather 
than  as  an  assertion. 

17.027.  I was  going  to  call  your  attention  to 
Section  23  of  the  Customs  and  Inland  Revenue  Act, 
1890,  with  which  no  doubt  you  are  familiar,  which 
was  incorporated  in  the  Act  of  1918  in  Section  34. 
You  will  perhaps  remember  that  a special  provision 
was  inserted  in  the  rules,  which  excluded  Life  Offices 
from  the  benefit  of  that  section  ?— I do  not  remember 
that. 

17.028.  You  may  take  it  from  me  that  it  is  so? — 
Yes. 

17.029.  But,  as  your  point  of  view  is  that  those 
things  are  entirely  outside  the  scope  of  this  question, 

I do  not  think  I need  pursue  it.  Now,  on  the  matter 
of  reversions.  A reversion  would  always  show  in  the 
books  of  the  office  a profit,  whenever  it  fell  in,  would 
it  not? — I think  not. 

17.030.  At  any  rate,  we  will  say  an  absolute  rever- 
sion?— It  depends  on  how  it  is  treated  in  the  accounts. 
Some  offices  treat  it  in  one  way  and  some  treat  it  in 
another. 

17.031.  Assuming  that  the  fund  in  reversion 
remains  at  its  original  value — it  is  a large  assump- 
tion, I admit,  but  assuming1  that  it  does — you  would 
gradually  value  it  as  the  life  tenant  got  older,  and 
you  would  value  it  on  such  a basis  that  wlienever  it 
fell  in  there  would  be  som«  profit?— If  vou  lteep  yom 
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accounts  in  that  form,  that  is  so.  Another  way  of 
keeping  the  account,  of  course,  would  eliminate  that. 

17.032.  You  mean  to  say  bringing  in  interest  from 
time  to  time  ? — Either  bringing  in  interest  from  time 
to  time  or  making  a cross  entry  at  the  time  of  the 
purchase  of  the  reversion. 

17.033.  That  is  just  the  point  I was  coming  to. 
It  would  depend  on  the  way  in  which  the  reversion 
was  treated  in  the  books  of  the  office  whether  or  not 
it  showed  a profit? — That  is  so;  but  I take  it  that, 
whatever  the  way  of  keeping  the  accounts  might  be, 
the  Inland  Revenue,  if  this  were  considered  a taxable 
matter,  would  get  at  the  true  facts  of  the  case.  You 
are  not  allowed  to  keep  your  accounts  in  such  a way 
as  to  prevent  the  Inland  Revenue  getting  its  proper 
amount  of  tax. 

17.034.  I was  going  to  ask  you,  are  you  aware 
whether  or  not  the  Inland  Revenue  does  as  a matter 
of  fact  adopt  its  own  method  of  estimating  profit  or 
loss  on  reversions? — Personally,  I have  so  little 
experience  of  reversionary  business  that  I am  not  able 
to  answer  that  question. 

17.035.  On  Paragraph  15,  Professor  Pigou  asked 
you  as  to  the  impossibility  of  giving  to  the  individual 
policyholder  the  relief  to  which  he  might  be  entitled  ? 
— Yes. 

17.036.  Would  the  difficulty  which  you  foresee  in 
regard  to  ordinary  cases  arise — or  arise  to  the  same 
extent — in  those  offices  which  make  an  annual 
valuation  and  distribution? — I think  the  difference 
between  the  one  case  and  the  other,  the  case  of  an 
office  making  an  annual  valuation  and  the  case  of 
an  office,  making,  we  will  say,  a quinquennial 
valuation,  would  not  appreciably  affect  the  question. 

17.037.  Supposing  an  office  made  an  annual 
valuation  and  distributed  its  surplus  as  a cash  bonus, 
convertible  into  the  usual  options,  would  there  be 
any  difficulty  then,  or  should  there  be  any  more 
difficulty,  than  in  distributing  the'  profits  of  an 
ordinary  joint  stock  company  amongst  the  share- 
holders?— Yes;  you  would  have  to  tell  how  much  of 
this  was  due  to  interest ; you  would  have  to  give  each 
person  a certificate  that  upon  the  reserve  value  of  his 
policy  so  much  interest  had  been  earned.  It  would 
be  an  intolerable  burden. 

17.038.  In  your  paragraph  16,  where  you  suggest 
that  these  adjustments  can  only  be  done  in  the 
aggregate,  you  say : “ the  conclusion  seems  inevitable 
that  in  the  present  case  any  adjustment  must  take 
place  as  between  (a)  the  Inland  Revenue  and  (b)  each 
individual  assurance  office  representing  its  policy, 
holders  as  a whole.”  Does  not  that  rather  contradict 
your  general  assumption  that  the  policyholder  is  the 
proper  person  to  tax? — I think  you  will  find  that 
what  we  are  dealing  with  here  is  purely  the  question 
of  the  rate  of  tax ; and  it  is  the  adjustment  of  the 
rate  of  tax  that  we  are  speaking  of  here.  There 
being  no  other  way  of  doing  it,  what  we  suggest  is 
that  this  is  a feasible  way  and  a very  suitable  way. 

17.039.  That  is  to  say,  under  the  pressure  of 
particular  circumstances  you  revert  to  a consideration 
which  you  have  abandoned  in  another  connection? — 
I think  not;  because  the  effect  of  giving  us  this 
modified  rate  of  tax  would  be  that  each  one  of  the 
members  would  get  so  much  more  out  of  the  concern. 

17.040.  Now  a question  more  to  point  out  what  I 
think  must  be  an  oversight  in  your  evidence  on  the 
matter  of  annuities.  In  your  paragraph  3 in  the 
second  part  of  your  memorandum  dealing  with 
Income  Tax  on  annuitants  you  say:  “Take  the 
example  of  a woman  of  70  who  invests  £1,000  in  an 
annuity  of,  say,  £120  a year,”  and  you  assume  a tax 
of  3s.  in  the  £,  and  bring  out  the  tax  in  respect  of 
her  annuity  as  £18? — Yes. 

17.041.  You  must  assume  that  she  has  other  income 
too,  because  the  £120  a year  would  be  exempt,  would 
it  not,  if  that  was  her  only  income? — Yes.  We  have 
said  in  the  first  paragraph  of  Part  II,  you  will 
observe,  “ subject  to  the  statutory  abatements  and 
allowances  applicable  to  income  of  all  kinds,  a life 
annuity  is  at  present  charged  with  tax,  on  its  full 
amount.”  Of  course,  these  questions  of  abatements 
and  allowances  complicate  the  thing  very  much,  but 
we  wanted  to  put  the  broad  issue. 

17.042.  Sir  W.  Trower : Referring  to  this  question  of 
reversions,  in  section  33  (c)  of  the  consolidating  Act, 
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it  says  ‘ ‘ in  calculating  profits  arising  from  reversions, 
the  company  may  set  off  against  those  profits  any  loss 
arising  from  reversions  for  any  previous  year  during 
which  any  enactment  granting  this  relief  was  in 
operation.”  Ought  not  that  relief  to  be  extended 
to  the  income  from  investments;  that  is,  in  favour 
of  the  assurance  company? — I do  not  at  the  moment 
apprehend  what  the  point  is. 

17.043.  Perhaps  you  will  just  look  at  the  Act? — I am 
assuming  that  taxation  is  to  be  on  the  basis  of  net 
interest.  I do  not  quite  see  how  loss  on  investments 

■ would  come  in  there. 

17.044.  Sir  IF.  Trower : The  relief  given  might  be 
deferred  for  a very  great  number  of  years. 

17.045.  Mr.  Pretyman : I am  not  quite  sure  what 
you  mean  by  a loss  on  investments.  Do  you  mean 
loss  of  capital  ? 

17.046.  Sir  IF.  Trower:  You  will  see  in  a moment 
from  this  section — loss  on  reversion. 

17.047.  Mr.  Pretyman : But  a reversion  is  different 
to  an  investment.  A reversion  is  to  some  extent 
speculative. 

17.048.  Sir  IF.  Trower : Will  you  look  at  the  pre- 
vious section?  It  brings  in  reversion.  You  are 
allowed  to  deduct  one  from  the  other. 

17.049.  Mr.  Pretyman : That  is  rather  a speculative 
loss  or  a speculative  profit  on  the  reversion. 

17.050.  Sir  IF.  Trower : Yes.  I do  not  see  why  the 
income  on  investment  should  not  be  brought  in. 

17.051.  Mr.  Pretyman:  Do  you  mean  the  specula- 
tive loss  on  the  capital?  Do  you  mean  to  say  if  an 
investment  is  bought  at  one  price  and  sold  at  another  ? 

17.052.  Sir  IF.  Trower : There  are  very  serious  losses 
sometimes  of  income  on  reversion.  It  seemed  to  me 
equitable,  if  you  are  dealing  with  the  whole  question, 
that  this  should  be  also  deducted  from  the  interest 
on  your  investments. 

17.053.  Mr.  Pretyman : Yes,  I understand  that. 

17.054.  Sir  IF.  Trower : That  is  what  I meant.  If 
you  bring  in  accretion  to  the  income  ought  you  not 
to  take  the  other,  not  only  out  of  the  reversion,  but 
out  of  the  income  also? 

17.055.  Mr.  Pretyman : Mr.  Marks  asked  that  ques- 
tion and  the  witness  answered  it. 

17.056.  Mr.  Marks:  Does  it  meet  your  point,  Sir 
Walter,  if  I say  that  the  profits  which  the  offices  bring 
into  account  in  the  matter  of  reversion  are  the  net 
profits  after  deducting  losses? 

17.057.  Sir  W.  Trower:  Yes,  but  you  might  have 
very  great  losses.in  one  year.  You  might  have  to  wait 
a long  time  before  you  could  recoup  them. 

17.058.  Mr.  Marks : I think  there  is  a provision 
which  enables  you  to  carry  those  losses  forward.  I 
am  speaking  now  without  the  book. 

17.059.  Sir  W.  Trower : Yes.  Of  course,  if  we  were 
to  be  taxed  upon  the  profit  from  investments,  clearly 
this  same  provision  ought  to  apply  to  losses  upon 
ordinary  investments;  but  I am  assuming  the  taxa- 
tion to  be  on  the  basis  of  net  interest,  and  that  we 
are  left  as  at  present  to  bear  our  profits  and  losses 
upon  our  investments. 

17.060.  I have  your  answer.  That  is  all  I wanted 
to  make  clear. 

17.061.  Mr.  Pretyman : I should  like  to  ask  you 
a question  which  I think  you  heard  Mr.  Hovil 
answer.  If  it  were  a question  between  the  present 
relief  to  the  policyholder  on  the  premium  or  the 
relief  which  you  suggest  here  of  the  reduced  rate 
charged  on  your  interest,  which  of  the  two  would  you 
prefer? — •Well,  sir,  with  all  respect,  I should  incline 
to  answer  that  by  saying  it  is  hardly  a fair  question 
to  put  to  me,  representing  the  offices  who  are  aiming 
at  an  inequity  being  removed.  I cannot  conceive 
that  this  Commission  would  want  to  make  it  a con- 
dition of  removing  an  inequity  that  they  should  take 
away  a privilege  that  has  been  granted  by  Parliament 
I think  the  inequity  ought  to  be  dealt  with  by  itself- 
As  to  the  other  matter,  I would  only  submit  that  Par- 
liament, which,  for  reasons  of  its  own,  which  were  no 
doubt  good  reasons,  granted  this  concession  that 
policyholders  could  get  a rebate  upon  their  premiums 
for  purposes  which  clearly  are  to  the  advantage  of  the 
State,  would  no  doubt  pause  before  taking  away  the 
concession ; and  I cannot  conceive  that  Parliament 
would  wish  to  make  it  a condition  of  removing  an 


inequity  that  it  should  at  the  same  time  take  away 
that  concession. 

17.062.  You  would  understand  the  reason  for  my 
question  if  you  were  aware  that  it  has  been  put  before 
us  in  evidence  that  there  is  a case  for  the  abolition 
of  the  present  relief.  We  have  had  that  put  before 
us.  I think  also  that  when  an  inequity  is  pointed 
out  from  which  a certain  particular  class  of  indivi- 
duals are  suffering,  it  is  to  some  extent  at  any  rate 
an  answer  to  say  that  that  very  same  class  of  persons 
are  receiving  a privilege,  and  they  must  set  the  one 
off  against  the  other.  At  any  rate,  I think  I can 
fairly  say  that  that  is  the  kind  of  consideration  which 
would  reasonably  be  in  the  minds  of  this  Commission. 
From  whatever  point  of  view  you  may  look  at  it,  when 
you  come  to  ask  for  the  removal  of  an  inequity  from 
which  a certain  class  is  suffering,  it  must  be  present 
in  our  minds  that  that  very  same  class,  within  exactly 
the  same  limits,  is  receiving  a privilege.  That  is 
the  reason  why  I put  it  to  you? — I quite  see  that, 
but  I would  submit  that  the  one  thing  ought  to  be 
dealt  with  apart  from  the  other.  If  there  is  no  good 
reason  for  the  privilege,  then  by  all  means  abolish 
it;  bi^  I think  there  are  good  reasons  for  its  being 
retained.  It  is  an  encouragement  to  thrift,  for  one 
thing,  which  is  good  in  itself.  It  is  also  the  means 
of  building  up  capital  upon  which  the  Death  Duties, 
which  we  are  told  are  going  to  press  more  heavily 
in  the  future  than  in  the  past,  will  be  leviable. 

17.063.  We  quite  understand  all  those  points,  I 
think,  but  we  are  subject  to  pressure  of  opinion  from 
witnesses  in  both  directions;  and  clearly  it  must  be 
in  our  minds,  if  we  are  to  suggest  the  removal  of 
the  inequity  of  which  you  complain  ; that  surely  would 
strengthen  the  hands  of  those  who  demand  the  re- 
moval of  the  privilege,  and  that  is  the  point  of  view' 
from  which  I ask  the  question.  We  find  ourselves  in 
this  position : that  we  are  very  much  pressed  by  wit- 
nesses to  remove  what  they  regard  as  an  unfair 
privilege.  Their  case  would  be  very  much 
strengthened  if  we  were  to  remove  a balancing  in- 
equity. It  was  on  that  ground  that  I asked  you  the 
question.  Supposing  we  were  subject  to  that  pressure 
and  we  had  to  adopt  one  of  the  alternatives,  either 
of  leaving  both  the  inequity  and  the  privilege,  or  of 
dealing  with  both,  which  should  you  prefer?  I think 
it  is  a fair  question  to  ask  on  that  point?— I would 
rather  not  be  pressed  to  answer  that. 

17.064.  Mr.  Kerly : I am  going  to  put  to  you  a 
question  that  I think  ought  to  be  put,  because  it 
presents  it  from  a quite  different  aspect.  Supposing 
you  consider  an  assurance  company  as  a trader  dealing 
in  the  business  of  selling  assurance  policies;  then  if 
it  makes  a profit  it,  should  be  taxed  as  a trader  is 
taxed  upon  his  profit.  Then  you  suggest  that  the 
people  concerned  are  the  people  amongst  whom  the 
profits  are  distributed.  Its  real  shareholders  are  the 
people  who  are  assured? — Of  course  the  case  I am 
presenting  is  not  the  case  of  taxation  upon  profits 
at  all.  I regard  the  profit  not  as  the  profit  which 
a company  such  as  you  have  just  suggested  would 
make;  I regard  the  profit  as  the  net  interest  earned 
upon  the  funds.  These  funds  are  contributed  by  the 
policyholders.  In  a mutual  office  the  whole  of  the 
interest  goes  back  to  them  and  is  a properly  taxable 
subject.  In  the  case  of  a proprietary  office  it  comes  to 
practically  the  same  thing,  because  the  shareholders 
only  get  a small  proportion  of  the  profits. 

17.065.  I follow  you.  You  say  you  may  practically 
deal  with  the  whole  thing  as  though  they  were  all 
mutual  offices.  Treating  it  as  a mutual  office,  I sug- 
gest to  you  that  the  real  analogy  is  with  a oo-opera- 
tive  store? — I think  it  is. 

17.066.  Then  if  the  real  analogy  with  you  is  a co- 
operative store,  can  there  be  any  case  for  basing 
the  taxation  on  the  income  of  the  office  at  a particular 
stage  when  received  as  interest? — I think  so.  I think 
that  while  you  cannot  properly  tax  a oo-operative 
store  upon  the  surplus  on  its  transactions  with  its 
own  members,  clearly  if  the  co-operative  store  has 
invested  money,  and  is  deriving  income  from  it 
outside  of  its  trading,  it  ought  to  be  taxed  on  its 
interest,  like  anybody  else. 

17.067.  Mr.  Marks:  Can  Mr.  May  tell  us  whether  ir, 
fact.  Co-operative  Societies  are  so  taxed? 

17. OG^Mr.  May:  On  their  investments? 


MINUTES  OE  EVIDENCE. 


849 


10  October , 1919.]  Mr.  Lewis  F.  Hovil,  Mr.  G-.  M.  Low  and  Mr.  Steuart  Macnaghten.  [ Continued . 


17.069.  Mr.  Marks:  On  the  interest  on  their  in- 
vestments ? 

17.070.  Mr.  May  : Yes. 

17.071.  Mr.  Pretyman:  Thank  you  very  much;  it 
has  been  very  interesting  evidence 

17.072.  Mr.  Kerly : Mr.  Macnaghten,  your  evidence 
deals  only  with  the  foreign  funds  of  British  com- 
panies transacting  business  through  agencies  abroad? 
— (Mr  Macnaghten) : . That  is  so. 

17.073.  And  you  want  to  present  to  us  some  diffi- 
culties which  you  have  set  out  in  your  very  short 
paper.  It  is  suggested  to  me  that  I may  put  it  to 
you  in  this  way:  you  are  quite  satisfied  with  the 
present  law,  but  you  are  somewhat  afraid  that  altera- 
tions may  be  made  to  your  detriment? — May  I put 
it  like  this?  The  offices  that  I represent,  as  a matter 
of  fact,  would  be  satisfied  with  the  present  position, 
I think,  but  I would  like  to  point  out  to  you  that 
there  is  a very  great  anomaly  under  the  present  law. 
There  is  a great  restraint  on  us  at  the  present  time. 
My  office,  the  Standard,  does  not  suffer,  because  we 
are  taxed  on  an  interest  basis;  we  are  just  on  the 
border  line.  We  are  taxed  on  our  home  fund  only, 
but  supposing  I did  a great  deal  more  foreign  busi- 
ness, then  at  once  the  law  would  be  hopelessly  in- 
equitable. In  my  opinion,  and  in  the  opinion  of  the 
offices  I represent,  it  would  be  impossible  for  a 
British  company  to  exist  at  the  present  time  and  to 
do  only  foreign  business. 

17.074.  Why  is  that? — At  the  present  time,  we  are 
taxed  on  our  home  funds,  just  like  any  other  British 
company  that  only  does  home  business.  We  can  bear 
tax  on  our  home’  fund  in  just  the  same  way  as  any 
other  purely  home  company  can  bear  a tax  on  its 
home  fund.  We  are  quite  prepared  and  able  to  do 
that,  but  if  we  did  no  home  business  at  all,  but 
did  all  our  business  abroad,  the  Inland  Revenue 
would  at  once  say:  “Oh,  we  are  going  to  tax  you 
on  a profits  basis.”  In  that  case,  it  would  mean 
really  that  the  foreign  policyholder  would  be  taxed — 
I am  assuming  that  there  is  no  home  fund.  The 
whole  of  the  tax  would  fall  on  the  foreign  policy- 
holder, and  it  would  be  impossible  for  us  to  do  busi- 
ness at  all. 

17.075.  That  is  really  the  story  that  we  have  heard 
in  quite  a different  connection,  that  a foreigner,  if 
taxed  on  profits  he  makes  on  business  done  in  this 
country,  would  cease  to  do  his  business  here? — Well, 
if  you  like  to  put  it  like  that ; but  I do  not 
admit  that  there  is  any  analogy  between  an 
ordinary  trader  and  a Life  Assurance  office.  I 
think  Mr.  Low  and  Mr.  Hovil  have  pointed 
out  that  there  are  very  great  differences ; 
there  must  be,  and  Mr.  Marks  has  also  pointed  out 
the  great  differences  between  them.  I would  like 
this  case  to  rest  on  its  own  merits,  if  the  Commission 
would  be  so  good  as  to  consider  it.  I say  seriously 
that  it  is  quite  impossible  for  a British  Life  Assur- 
ance company  which  does  only  foreign  business  to 
•carry  on  at  all.  If  you  will  allow  me,  I will  give  you 
an  example  which  I think  will  put  the  whole  case 
very  shortly.  I was  asked  to  make  a quotation  for  a 
large  firm  which  was  operating  abroad  over  a very  big 
country.  They  asked  me  to  quote  for  ordinary  witli- 
profit  policies  payable  at  death  f r ail  their  employees. 
I made  the  calculations.  I worked  out  what  the  mor- 
tality was  in  that  country,  and  what  the  expenses 
were,  or  were  likely  to  be,  I found  out  what  rate  of 
interest  was  obtainable  -there  on  investments,  and 
what  the  local  taxation  was.  The  resulting  rates  had 
to  compare  with  the  rates  charged  by  the  other  native 
companies.  I sent  in  my  quotation.  As  a matter  of 
fact,  I may  say  that  I did  not  get  the  business,  but 
if  I had,  it  would  have  been  a very  great  advantage 
to  the  British  Government,  because  it  would  have 
meant  that  so  much  profit,  that  is  to  say  real  profit, 
would  have  gone  to  my  shareholders,  and  through  the 
shareholders  it  would  have  been  taxable  by  the  British 
Government.  That  case  was  lost,  and  lost  perfectly 
fairly,  for  my  rates  were  somewhat  higher  than  a local 
company’s,  although  I made  no  allowance  whatever, 
in  quoting  the  rates,  for  any  possible  tax  by  the 
British  Government,  because  at  the  present  time  we 
are  not  taxed.  If,  however,  in  making  that  quota- 
tion, I had  had  to  allow  for  any  sort  of  tax  whatever 
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which  would  be  claimed  by  the  British  Government 
on  the  foreign  policyholders,  it  would  have  been  quite 
useless  for  me  to  make  any  quotation  at  all.  My 
point  is  this : if  any  tax  is  put  on  the  foreign  fund 
of  any  nature,  it  will  simply  mean  that  we  would  get 
no  more  business  at  all.  We  could  not  transact  any 
new  business  at  all,  and  what  is  more,  as  regards  the 
existing  funds,  I may  say,  for  my  own  company,  that 
my  directors  could  not  continue  the  business  in  this 
country  and  pay  a tax  on  the  foreign  fund ; it  would 
be  impossible.  It  would  simply  mean  that  the  con- 
trol would  have  to  go  abroad,  or  else  the  different 
branches  would  have  to  be  split  up  into  separate 
entities. 

17.076.  I did  not  understand  your  example.  You 
are  cnly  contemplating  if  there  is  a change,  that 
you  should  be  charged  upon  the  profits  of  your  foreign 
business? — What  exactly  do  you  mean  by  “ profits  ”? 

17.077.  It  was  your  own  expression? — Profits? 

17.078.  Yes;  you  started  by  speaking  of  the  pro- 
fits that  would  be  coming  from  the  transaction,  upon 
which  you  said  you  would  be  taxed,  and  then  you 
said  those  profits,  or  what  remained  of  them,  would 
go  to  your  shareholders? — Quite. 

17.079.  Not  to  the  policyholders,  but  to  your  share- 
holders?— Those  profits  certainly  would  be  taxable 
that  went  to  the  shareholders. 

17.080.  Then  you  would  not  deny  that  if  by  certain 
foreign  business  you  are  making  profits  which  will 
go  to  your  own  shareholders  in  this  country,  you 
ought  to  pay  tax? — Undoubtedly,  I quite  agree. 

17.081.  Then  I fail  to  follow  you.  I thought  you 
were  now  objecting  that  you  ought  not  to  pay  any 
tax  upon  those  profits? — I quite  agree  that  any  pro- 
fits that  go  to  the  shareholders  in  respect  of  any 
foreign  business  that  we  transact,  should  be  taxed. 

17.082.  Then  what  is  it  that  you  fear? — What  I fear 
is  that  supposing  you  put  taxation  on  the  profits 
basis,  any  actuarial  surplus  that  arises  in  respect  of 
the  foreign  policyholders  would  then  be  taxed. 

17.083.  Mr.  Marks:  May  I suggest  this.  The 

difficulty  arises  in  connection  with  the  option,  as  it  has 
been  called,  of  the  Inland  Revenue  to  tax  on  interest 
or  profits.  If  Mr.  Macnaghten’s  office  as  a home 
office  came  to  be  taxed  on  its  profits,  then  this 
difficulty  would  arise  in  respect  of  their  foreign 
business,  and  the  heavy  British  tax  would  fall  on 
their  foreign  business.  Is  not  that  the  position? — 
Yes,  thank  you  very  much. 

17.084.  And  to  that  extent  would  put  them  out  of 
business  in  competition  with  native  offices,  and  would 
prevent  the  remittance  to  this  country  of  certain 
profits  which  do  come  into  the  revenue  of  the  country. 

17.085.  Mr.  Kerly : I will  leave  Mr.  Macnaghten 
with  one  further  question.  I could  have  understood 
his  difficulty  if  it  had  been  that  he  was  afraid  of 
being  taxed  upon  an  interest  basis  in  respect  of  his 
foreign  business,  but  he  has,  perhaps  by  accident, 
repeatedly  told  me  that  what  he  is  afraid  of  is  being 
taxed  upon  a profits  basis  with  regard  to  his  foreign 
business ; and  if  there  is  a profit  on  his  foreign 
business,  I do  not  see  how  he  can  be  worse  off  by 
getting  that  profit  less  the  tax  upon  it  than  by  not 
having  it  at  all ; you  see  my  difficulty? — I think  I see 
vour  point. 

17.086.  If  you  can  clear  it  up,  do  so;  if  not,  I will 
leave  you  to  the  Commission? — I think  the  difficulty 
rather  arises  in  this  way.  We  really  are  confusing 
two  things,  and  perhaps  it  is  my  fault.  When  you 
have  a foreign  fund,  a certain  actuarial  surplus  arises 
from  it.  In  the  way  proprietary  companies  are 
constituted  at  the  present  time,  the  shareholders  in 
this  country  are  entitled  to  a certain  portion  of  that 
surplus,  and  that  is  what  I referred  to  as  profit.  That 
profit,  I think  quite  rightly,  should  be  taxed  : but  what 
I am  fearing  is  that  the  actuarial  surplus  that  arises 
in  respect  of  the  foreign  fund,  which  goes  to  the 
policyholders,  will  be  taxed  in  some  way. 

17.087.  Mr.  Marks:  I have  only  one  question,  which 
may  elucidate  this  a little  further.  The  situation,  a? 
I understand  it,  is  this,  that  so  long  as  your  profits, 
as  we  have  called  them  hitherto,  do  not  exceed  your 
taxable  interest,  you  are  taxed  on  your  interest? — 
Quite. 
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17.088.  And  under  the  law  as  it  stands  the  interest 
on  your  foreign  fund  is  exempt  from  taxation? — Yes. 

17.089.  But  if  in  the  course  of  things,  or  under  the 
exercise  of  the  Inland  Revenue  option,  you  were  taxed 
on  your  profits  here,  you  would  immediately  be  taxed 
on  the  profits  of  your  foreign  business,  which,  in  the 
existing  state  of  the  law,  are  not  exempt  like  the 
interest? — Quite;  that  is  the  exact  point. 

17.090.  May  I ask  Mr.  Hovil  one  more  question? 

17.091.  Mr.  Pretyman : Yes,  certainly. 

17.092.  Mr.  Marks : Mr.  Hovil,  you  did  state,  I 
think,  in  the  course  of  your  evidence-in-chief,  that 


the  systems  of  taxation  applied  in  the  Dominions  and 
foreign  countries  where  there  is  an  Income  Tax  did 
recognize  a difference  between  Life  Assurance  as  an 
industry,  if  we  may  call  it  so,  and  any  other  form  of 
industry? — (Mr.  llovil ):  In  the  great  majority  of 
countries. 

17.093.  Do  you  know  of  any  country  or  Dominion 
where  the  same  basis  of  assessment  is  used  as  is  used 
here? — I think  South  Africa  is  very  much  on  the  lines 
of  the  English  taxation  methods. 

17.094.  Mr.  Marks : The  question  will  come  up  when 
the  official  representative  of  the  Inland  Revenue 
comes. 


Mr.  Arthur  Beok,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Scheme  of  combined  Inoome  Tax  and  National 
Insurance,  proposed  by  Arthur  Edward  Beck,  Esq., 
M.I.Mech.E.,  Vice-Chairman,  Midland  Council  of 
National  Union  of  Manufacturers,  Member  of  Board 
of  Referees  to  Lords  of  the. Treasury  under  Finance 
Acts,  1915-18,  and  a close  student  for  years  of  the 
conditions  of  the  producing  classes. 

Objects  op  the  proposal. 

17.095.  (1)  To  make  even  the  smallest  income  pro- 
ducer willing  to  pay  Income  Tax. 

(2)  To  make  the  Income  Tax  more  productive  of 
revenue  by  broadening  its  base. 

(3)  To  prevent  the  separation  of  the  people  into 
two  alien  groups — the  voters  and  the  payers. 

(4)  To  consolidate  the  State  by  making  every 
earner  directly  interested  in  its  Acts. 

(5)  To  make  every  man  and  every  woman  concerned 
in  national  economy,  national  finance,  and  national 
solvency. 

(6)  To  bring  every  woman  in  the  State  into 
intelligent  contact  with  the  State  and  to  realize  that 
her  future  security  lies  in  national  stability. 

(7)  To  remove  from  the  minds  of  the  intelligent 
and  provident  the  fear  of  family  ruin  following 
the  death  of  the  bread  winner. 

(8)  To  improve  the  outlook  on  life  of  the  best 
elements  of  our  people  and  their  mental,  moral  and 
physical  condition. 

(9)  To  improve  the  average  standard  of  the  race 
by  removing  the  cause  of  abstention  from  marriage 
and  family  amongst  the  thoughtful  of  the  younger 
manhood  in  the  middle  and  working  classes. 

(10)  To  prevent  the  ruin  of  the  home  of  the 
widow  and  to  ensure  the  bringing  up  of  the  orphan 
in  the  parents’  home. 

(11)  To  make  the  future  more  certain  and  life  more 
tolerable  to  the  great  masses  of  the  British  people. 

(12)  To  do  all  this  and  at  the  same  time  create  an 
added  income  to  the  State. 

Suggested  means. 

17.096.  Every  earner  of  income  should  pay  Income 
Tax  from  the  first  pound  to  the  last. 

17.097.  The  rate  to  be  graduated,  the  lowest  pay- 
ment' being  sufficient  to  more  than  cover  the  full  costs 
of  the  benefits  returned  to  the  taxpayer  by  the 
Government  under  this  scheme. 

17.098.  Earned  incomes  under  £100  a year  should 
pay  Is.  in  the  £.  Over  £100  and  under  £200  a year 
should  pay  Is.  3d.  in  the  £.  Over  £200  and  under 
£300  a year  should  pay  ls.6d.  in  the  £.  Over  £300 
and  under  £400  a year  should  pay  Is.  9d.  in  the  £. 
Over  £400  and  under  £500  a year  should  pay  2s.  3d. 
in  the  £.  (It  is  suggested  that  this  rate  of  increase 
might  be  continued  up  to  incomes  of  £2,000  a year, 
but  that  forms  no  integral  part'  of  the  scheme.) 

17.099.  No  abatements  of  any  kind  to  be  allowed 
except  in  the  following : — Life  Assurance  as  at  pre- 
sent ; maintaining  an  elderly  dependant  as  at  present ; 
widows  who  have  not  received  benefit  under  this 
scheme  to  be  free  of  tax  where  income  does  not 
roach  £150 


17.100.  Unearned  income  should  be  taxed  three- 
pence in  the  £ more  than  earned  income  on  incomes 
below  £500.  Sixpence  in  the  £ more  on  inoomes  be- 
tween £500  and  £1,000,  and  ninepenco  in  the  £ more 
on  inoomes  above  £1,000. 

17.101.  The  Government  would  in  the  event  of  the 
death  of  any  married  male  Income  Tax  payer  con- 
tinue at  once  to  his  widow  one  half  of  the  amount 
of  the  average  earned  income  upon  which  he  had  paid 
tax — so  long  as  she  had  children  below  16  years  of 
age,  or  one-third  if  she  be  childless  or  have  no 
children  under  that  age,  such  payment  to  be  continued 
until  she  dies  or  re-marries. 

17.102.  Childless  widows  whose  marriage  has  lasted 
under  one  year  should  receive  only  one-third  benefit; 
above  one  year,  but  less  than  2 years,  two-thirds 
benefit;  above  two  years  full  benefit. 

17.103.  The  Government  would  continue  to  every 
spinster  arriving  at  the  age  of  60  years,  one  half  of 
the  average  yearly  earned  income  upon  which  she 
had  paid  tax. 

17.104.  The  limit  of  such  payment  to  any  widow  or 
spinster  is  to  he  £250  per  annum. 

17.105.  The  average  earned  income  upon  which  tax 
has  been  paid  during  the  years  of  such  payments 
shall  be  reckoned  as  the  income  of  the  taxpayer  for 
the  purpose  of  this  scheme,  but  when  the  inclusion  of 
payments  made  under  20  years  of  age  would  reduce 
the  average  they  shall  not  be  reckoned. 

17.106.  The  benefits  shall  accrue  at  the  rate  of  one- 
third  for  each  completed  year’s  payments  (up  to  3 
years)  made  after  the  passing  of  the  Act. 

Actuarial  statement  calculated  upon  each  pound 

OP  THE  AVERAGE  YEARLY  EARNED  INCOME  UPON 
WHICH  THE  SPINSTER  OR  DECEASED  HUSBAND  HAS 
PAID  TAX. 


17,107.  The  total  number  of  widows  at  the  last 
census  (1911),  of  all  ages  and  conditions  in  England 
and  Wales  was  1,364,894,  whose  condition  and  the 
payment  to  whom  would  be  as  follows:  — 


Widows  under  65  with  children, 

359,183  at  10s 

Widows  under  55  without  children, 
59,863  at  6s.  8d. 

Widows  over  55  without  children, 

945,848  at  6s.  8d 

Spinsters  over  60,  54,412  at  10s. 


£ s.  d. 

179,591  10  0 

19,954  6 8 

315,282  13  4 
27,206  0 0 


Total  £542,034  10  0 


17,108.  For  the  purpose  of  this  calculation  it  is 
estimated  that:  — 

(a.)  the  average  age  of  women  having  their  last 
child  is  between  39  and  40,  i.e.,  39  in 
census  and  that  on  average  the  last  child 
would  reach  16  when  the  mother  was  55 ; 

(b.)  one-seventh  of  marriages  are  childless,  or 
have  children  who  do  not  live  to  16  years 
of  age; 

(c.)  60  per  cent,  of  all  spinsters  only  earn  their 
own  living. 
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17,109.  The  total  payers  from  whom  taxes  would 
be  received  calculated  on  the  same  year  were — 
Wages  earners  under  £160  or 
manual  workers — men  paying 
to  National  Health  Fund  ...  7,484,000 

Women  ditto.  ...  ...  ...  3,313,000 

Persons  paying  Income  Tax  on 

earnings  and  profits  not  in- 
cluded in  the  above  1,000,000 

Army  and  Navy  abroad.  (States- 
man’s Year  Book.)  ...  ...  145,729 

Total  income  producers  11,942,729 


17.110.  The  sum  of  10-89  pence  (or  slightly  under 
lid.)  in  the  pound  would  meet  the  costs  of  the  bene- 
fits— all  tax  raised  above  this  sum  would  be  profit  to 
the  State. 

17.111.  This  sum  of  10-89  pence  would  be  the  out- 
side cost,  but  would  be  reduced  by  the  following 
factors : — 

(1)  the  interest  on  the  capital  accrued  during 

the  first  three  years; 

(2)  the  total  widows  are  taken  as  a liability, 

but  a proportion  were  wives  of  men  who 
lived  on  their  means  and  paid  no  earned 
Income  Tax ; 

(3)  the  difference  between  full  benefit  and  par- 

tial benefit  to  childless  widows  of  under  2 
years’  marriage ; 

(4)  tax  upon  unearned  incomes  which  are  at 

present  subject  to  abatement. 

[This  concludes  the  cvidcnce-inrchicf .] 

17.112.  Mr.  Kerly : We  have  read  your  interesting 
and’ suggestive  paper,  but  I am  afraid  we  are  of 
opinion  that  a great  part  of  it  is  outside  the  business 
which  this  Commission  has  had  entrusted  to  it.  So 
far  as  you  are  spending  income,  that  is  not  our 
concern  at  all.  All  that  we  are  concerned  with  is 
raising  Income  Tax,  and  the  greater  part  of  your 
paper,  and  I have  no  doubt  the  part  of  it  that  you 
are  most  interested  in,  is  concerned  with  the  ex- 
penditure of  money  when  raised.  Some  of  your  pro- 
posals, of  course,  are  strictly  relevant  to  what  we 
have  to  consider.  You  propose,  for  instance,  to 
make  the  Income  Tax  apply  to  all  incomes  ?— Yes. 

17.113.  That  is  on  general  political  grounds? — Yes. 

17.114.  Have  you  considered  whether  it  is  practic- 
able to  make  a man  in  receipt  of  a very  small  in- 
come pay  anything? — Yes,  and  I have  come  to  the 
conclusion  that  under  present  circumstances  it  would 
be  impossible. 

17.115.  Then  I suppose  you  would  say,  if  you  told 
him  that  his  money  is  going  to  be  expended  on  the 
lines  you  suggest,  or  part  of  it,  you  hope  that  lie 
would  be  converted  and  desire  to  pay  P — I do ; that 
is  the  basis  of  my  proposition. 

17.116.  Then  you  propose  that  the  tax  should  be 
graduated  from  the  lowest  payment  upwards? — That 
is  so. 

17.117.  We  have  had  a good  many  suggestions  upon 
that  basis,  but  that  is  really  dependent  upon  your 
first  assumption,  that  it  is  possible  to  make  people 
in  receipt  of  small  incomes  pay? — Under  the  circum- 
stances which  I set  out. 

17.118.  Mr.  Kerly.  I am  much  obliged.  I am 
sorry  that  we  are  not  able  to  consider  and  discuss 
what  I call  your  endowment  proposal. 

17.119.  Mr.  Marks:  Do  you  rule  that  what'  you 
have  called  the  endowment  proposals  are  outside  the 
scope  of  this  Inquiry? 

17.120.  Mr.  Kerly : I think  they  are,  but  I should 
not  object  if  you  like  to  spend  two  or  three  minutes 
over  the  matter. 

17.121.  Mr.  Marks : I am  inclined  to  agree  with 
you,  but  I think  there  are  just  two  questions  I might 
put  to  Mr.  Beck. 

17.122.  Mr.  Kerly:  Very  well;  ask  your  two  ques- 
tions, as  we  have  got  Mr.  Beck  here. 


17.123.  Mr.  Marks : You  have  assumed,  I think, 
in  the  figures  which  you  give,  that  the  population  is 
stationary,  and  there  will  always  be  the  same  number 
of  taxpayers  and  widows,  or,  at  any  rate,  that  the 
proportion  between  widows  and  taxpayers  will  always 
remain  the  same? — That  is  so.  I have  taken  it  that 
the  proportion  would  be  the  same,  even  though  the 
population  increased,  unless  the  whole  state  of 
society  altered. 

17.124.  Have  not  all  your  calculations  as  to 
widows  been  upset  by  the  war?  Your  figures  are 
based  on  the  returns  of  1911,  I think? — So  far  as 
war  widows  are  concerned,  I take  it  that  they,  having 
already  been  widowed,  there  would  be  no  claims 
under  my  proposition,  and  therefore  the  number  of 
male  deaths  during  the  last  four  or  five  years  would 
not  affect  the  future  calculation.  If  we  were  enter- 
ing into  a war  it  would  do  so. 

17. 125.  Your  scheme,  as  it  stands,  is  not  concerned 
vvitli  existing  widows  at  all? — No. 

17.126.  Then  the  only  money  figures  you  give  relate 
to  widows  and  spinsters,  and  the  figures  in  relation 
to  Income  Tax  payers  are  numbers  and  not  amounts  ? 
— That  is  so. 

17.127.  Still,  I see  that  lid.  in  each  pound  that  is 
received  by  nearly  12  million  income  producers  would 
provide  something  over  £542,000  a year ; that  is  how 
you  get  at  that  figure? — That  is  so. 

17.128.  Is  not  what  you  want  to  know,  the  total 
amount  of  pensions  and  the  total  amount  of  tax- 
payers’ income,  before  you  can  say  what  tax  will  be 
required  to  pay  the  pensions? — No,  because  the 
amount  of  benefit  of  pension  is  dependent  upon  the 
number  of  pounds  upon  which  the  individual  has  him- 
self paid  tax,  and  if  each  pound  constitutes  not  only 
an  income  but  a liability,  so  long  as  that  is  determined 
in  pounds  it  applies  to  all,  that  is  to  say,  if  10-89d., 
or  lid.  in  the  £,  will  provide  for  this  risk  in  one 
sovereign,  it  will  in  one  hundred  sovereigns,  or  it 
will  in  any  number. 

17.129.  Yes,  I see  that;  but  what  I want  to  know 
is  how  you  get  at  the  actual  amount  of  the  risk,  that 
is  to  say,  what  the  total  of  the  pensions  might  be? — 

I have  calculated  what  the  pension  would  be  in  the 
event  of  each  widow  receiving  one  sovereign,  that  is 
to  say,  in  the  event  of  each  widow  receiving  benefit 
on  the  decease  of  the  husband,  having  paid  tax  upon 
one  sovereign  during  his  life. 

17.130.  Mr.  Marks : I will  not  pursue  the  point, 
because  you  have  ruled  it  out  of  order,  Mr.  Chairman ; 
but  I think  it  is  one  that  wants  clearing  up ; it 
certainly  does  for  me. 

17.131.  Mr.  Bowerman  : Are  you  giving  evidence  on 
behalf  of  the  Midland  Council  of  the  National  Union 
of  Manufacturers? — The  National  Union  of  Manu- 
facturers have  had  the  scheme  submitted  to  them, 
and  they  very  heartily  approved  it,  and  they  were 
very  hopeful  that  I should  have  the  opportunity  of 
placing  it  in  its  entirety  before  this  Royal  Com- 
mission. 

17.132.  -Then  you  are  representing  this  scheme  with 
the  full  support  of  this  Council? — I am.  Do  I take 
it,  then,  that  the  whole  proposition  falls  to  the 
ground  because  of  your  ruling,  Six-? 

17.133.  Mr.  Kerly : No,  not  at  all ; it  will  go  into 
the  evidence,  and  be  considered  with  the  rest? — Un- 
fortunately, the  printed. matter  as  submitted  by  me  is 
by  no  means  complete,  because  of  the  trouble  there 
was  a week  or  two  ago  when  I was  trying  to  get  the 
information  in  a concise  form  for  printing.  May  I 
be  permitted  to  add  to  that? 

17.134.  Certainly.  I am  afraid  we  cannot  under- 
take to  give  you  a further  opportunity  of  oral  state- 
ment, but  if  you  will  send  the  Secretary  any  written 
or  printed  supplement,  it  will  be  considered*? — I 
thank  you. 

* Mr.  Beck  has  since  handed  in  the  statement  that  is  reproduced 
in  Appendix  No.  27. 
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Mr.  E.  C.  Price,  on  behalf  of  the  Charity  Organisation  Society,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

17.135.  (1)  The  Income  Tax,  1918  (8  & 9 Geo.  V.  c. 
40  S.  37)  provides  certain  exemptions  to  charitable 
and  quasi-charitable  institutions  under  rules  apply- 
ing to  Schedules  A,  C,  and  D,  and,  following  the 
nomenclature  of  an  earlier  Act  (5  & 6 Viet.  c.  35), 
specifies  certain  types  of  institutions,  which  at  that 
earlier  date  corresponded  fairly  to  the  field  covered 
by  charitable  enterprise.  Both  Acts  extend  the 
exemptions  to  rents  and  profits  of  lands,  tenements, 
&c.,  vested  in  trustees,  so  far  as  the  same  are  applied 
solely  to  charitable  purposes  or  to  the  purposes  of  the 
institutions  concerned. 

17.136.  (2)  The  types  of  institution  specified  no 
longer  cover  the  field  of  charitable  enterprise  and 
relief  has  been  refused  to  institutions  which  appear 
to  fall  within  the  meaning  and  intention  of  the  ex- 
tension to  rents  and  profits  “ vested  in  charitable 
trustees  for  charitable  purposes.” 

17.137.  (3)  While  charitable  institutions  are  freed 
from  Property  or  Income  Tax  in  respect  of  the  rents 
and  profits  derived  from  lands  and  houses,  which  they 
let  to  a tenant,  and  from  income  derived  from  in- 
vestments, they  are  required  to  pay  the  tax  upon 
the  same  lands  or  houses,  if  occupied  by  themselves 
for  the  purposes  of  the  institution.  The  iniquity  of 
this  position  was  commented  upon  by  Lord  Wrenbury 
in  his  judgment  in  the  Essex  Hall  case  (1911,  2 K.B. 
434)  in  the  following  terms : — 

“ I cannot  forbear  pointing  out  the  extraordinary 
“ result  to  which  this  conclusion  leads.  Suppose 
“ the  trustees  for  charitable  purposes  being  the 
“ owners  of  Blaekacre  demise  it  for  a term  of 
“ years  to  a lessee  who  pays  a rent  and  that  the 
“ trustees  prove  that  the  rent  is  applied  to  chari- 
“ table  purposes,  they  will  be  entitled  to  allowance. 
“ Suppose  that  upon  the  expiration  of  that  lease 
“ the  trustees  cannot  find  a new  tenant,  that  they 
“ go  into  occupation  of  the  land  themselves  and 
“ farm  it  for  the  time  being  and  use  the  proceeds 
“ in  assisting  in  the  maintenance  of  the  persons 
“maintained  in  their  charitable  institution,  it 
“ results  that  the  trustees  will  be  assessable  on  the 
“ annual  value  and  can  claim  no  allowance.  Such 
“ a conclusion  is  repugnant  to  common  sense. 
“ Further,  it  results  from  adopting  the  contention 
“ of  the  Crown  that  the  incidence  of  taxation  de- 
“ pends  not  upon  the  substance  but  upon  the  form 
“ of  the  transaction.” 

It  has  been  suggested  that  this  inequality  might 
be  remedied  by  a provision  that  lands,  tenements  or 
hereditaments  (whether  freehold  or  leasehold)  occu- 
pied by  charitable  corporations,  institutions, 
societies,  or  by  trustees  for  charitable  or  religious 
purposes  may  be  exempted  from  Property  or  Income 
Tax  except  so  far  as  any  ground  rent  may  be  payable 
thereout  to  persons  other  than  such  corporations, 
institutions,  societies,  or  trustees  as  aforesaid. 

17.138.  (4)  Some  charitable  or  scientific  institu- 
tions in  the  execution  of  their  ordinary  purposes, 
engage  in  farming  or  other  trading  operations  and 
apply  the  proceeds  solely  to  the  upkeep  of  the  in- 
stitution or  the  benefit  of  its  clients.  These  are 
subject  to  taxation  as  annual  profits  and  gains  under 
Schedule  D,  and  it  is  suggested  that  they  might 
be  relieved  from  taxation  like  other  income  of  chari- 
table and  scientific  societies,  subject  of  course  to 
satisfactory  proof  that  they  have  been  applied  solely 
to  the  purposes  of  the  institutions  concerned. 

17.139.  (5)  In  view  of  the  increasing  difficulty  of 
raising  funds  for  charitable  purposes,  it  seems  de- 
sirable to  extend  relief  as  far  as  possible  to  income 
applied  solely  to  charitable  purposes;  interpreting 
the  term  “ charitable  purposes  ” in  a liberal  sense 
to  correspond  with  modern  charitable  enterprise. 

[This  concludes  the  evidence-in-chief.'] 

17.140.  Mr.  Kerly:  We  have  your  short  paper 
before  us,  and  we  do  not  complain  of  it  for  being 
short.  Your  main  view  is  that  the  relief  of  taxation 


already  given  to  charities  should  be  increased? — Yes, 
I think  that  is  so. 

17.141.  Have  you  any  idea  what  the  income  of  the 
charities  which  are  subject  to  the  Charity  Com- 
missioners is  in  bulk? — No,  I could  not  tell  you; 
I suppose  you  could  get  it  from  the  Digest  of 
Endowed  Charities. 

17.142.  You  are  not  able  to  give  us  the  figures? — 
No,  I could  not  give  you  the  figures. 

17.143.  And  equally,  I suppose,  you  are  not  able 
to  give  us  the  gross  income  of  charities  which  are  not 
subject  to  the  Charity  Commissioners? — I should 
think  that  would  be  almost  an  impossible  figure;  it 
must  fluctuate  from  time  to  time. 

17.144.  It  is  a fact  that  what  are  called  charities 
include  what  are  called  charitable  objects? — Yes. 

17.145.  And  include  objects  of  very  very  different 
kinds  ? — Yes. 

17.146.  Especially  if  “ charity  ” is  held  to  include 
public  purposes? — Yes. 

17.147.  And  there  is  some  reason  for  supposing  that 
is  its  proper  legal  meaning? — Yes.  I do  not  venture 
upon  a definition. 

17.148.  Amongst  the  charities,  though  many,  and, 
let  us  hope,  most  of  them,  are  working  for  quite 
estimable  objects  from  everybody’s  point  of  view,  there 
are  a considerable  number  of  others  of  which  that 
cannot  be  predicated? — Yes,  J am  afraid  that  is  true. 

17.149.  You  know  that  suggestions  have  been  made 
that  the  exemptions  from  taxation  already  allowed 
to  charities  are  wrong  in  principle  and  ought  to  be 
abolished? — I did  not  know  it,  but  I take  it  from 
you. 

17.150.  One  difficulty  in  maintaining  • those 
exemptions  is  the  very  mixed  character  of  charitable 
objects,  which  you  have  already  accepted? — Yes — of 
maintaining  the  present  position,  you  mean? 

17.151.  Mr.  Kerly : Yes. 

17.152.  Sir  E.  Nott-Bowcr : I suppose  the  addition 
that  you  want  made  to  those  charity  exemptions 
would  be  a small  addition? — I should  think  so. 

17.153.  Am  I right  in  this?  I think  your  point  is 
that  a charitable  institution  which  is  already  exempt 
in  respect  of  the  funds  which  it  devotes  to  charitable 
purposes,  may  not  be  exempt  in  respect  of  property 
which  is  occupied  by  itself,  and  you  want  to  have 
the  exemption  extended  to  cover  the  property  in  its 
own  occupation? — Yes. 

17.154.  Certain  specified  properties  of  charities  are 
already  exempt? — Yes. 

17.155.  Such  as  hospitals  and  almshouses? — Mv 
suggestion  is,  for  what  it  is  worth,  that  it  was  rather 
a limited  definition  originally. 

17.156.  May  I suggest,  with  regard  to  that,  that 
it  is  very  probable  that  the  people  who  put  in  the 
general  exemption  had  no  idea  what  a wide  scope 
would  be  given  to  it.  I think  for  many  years  it  was 
regarded  as  being  confined  to  eleemosynary  charities, 
and  it  was  not  until  a decision  in  the  House  of  Lords 
some  time  ago  that  people  fully  awoke  to  the  fact  that 
all  charities  which  were  charities  within  the  Chancery 
definition  came  in? — No  doubt  the  burden  has  been 
felt  as  stringency  of  administration  has  increased, 
and  as  the  rate  of  tax  has  risen ; I dare  say  the 
point  was  not  raised  until  the  burden  was  felt. 

17.157.  Considering  the  wide  scope  that  has  recently 
been  given  to  the  exemption  in  respect  of  rents  and 
profits  applied  to  charitable  purposes,  and  the  feeling 
that  possibly  the  exemption  ought  to  be  restricted, 
rather  than  extended,  I do  not  think  the  time  is  a 
very  propitious  one,  is  it,  for  charities  to  step  in  and 
ask  for  further  extension?  Is  it  not  possible,  if 
public  attention  were  called  to  the  matter,  that  there 
might  be  an  inclination  rather  to  restrict  than  to 
extend,  especially  in  view  of  the  great  need  of  the 
State  for  money  at  the  present  time? — May  I say 
one  word  as  to  my  own  position  here?  The  Charity 
Organisation  Society,  which  I represent,  is  making  no 
claim  on  its  own  behalf,  but  it  was  asked  to  present  a 
general  statement  on  behalf  of  charitable  and  quasi- 
charitable  institutions  for  the  convenience  of  this 
Commission,  with  the  idea  that  it  might  reduce  the 
number  of  witnesses.  The  task  was  allotted  to  me  to 
come  as  a witness,  and  I have  been  very  anxious  that 
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the  Institutions  should  not  be  predjudiced  by  any 
imperfect  advocacy  on  my  part,  and  therefore  l have 
been  rather  careful  to  include  in  my  proof  all  points 
that  have  been  raised.  I only  just  want  to  explain 
my  own  personal  position  in  the  matter. 

17,153.  Mr.  Eerly : Could  you  go  a bit  further,  and 
tell  us  which  of  your  other  propositions  the  Charity 
Organisation  Society  itself  regards  as  really  crying 
for  a change  P — That  is  a very  difficult  question  to 
answer.  The  task  was  put  upon  me,  and  1 was  given 
rather  a free  hand  in  the  matter.  I might  say 
perhaps  that  the  point  that  has  been  most  frequently 
raised  is  the  assessment  for  Property  Tax. 

17.159.  On  property  owned  and  occupied  by  the 
charity  for  its  own  purposes? — Yes. 

17.160.  We  had  a striking  case,  the  Life-boat 
Institution,  here  the  other  day? — Yes ; that  case  is 
complicated  by  its  public  service,  but  that  is  the 
point  that  has  been  most  frequently  raised.  I have 
indicated  the  other  points  which  have  been  raised,  in 
case  you  wish  to  ask  any  questions  upon  them. 

17.161.  Sir  E.  Notl-Bower : In  addition  to  the 

ijoint  about  property  owned  and  occupied  by  the 
charity,  I think  you  further  raise  the  question  as  to 
farming  or  other  trading  operations  conducted  by  a 
charitable  institution.  Apparently  you  would  like 
an  exemption  in  respect  of  the  profits  of  farming  or 
other  trading  operations  carried  on  by  a charitable 
institution? — You  want  me  to  state  what  I had  in 
my  mind?  , , . 

17.162.  Might  not  that  be  regarded  as  especially 
open  to  objection,  because  here  you  have  a body  of 
trustees  who,  for  charitable  purposes,  carry  on  a 
trade  or  business  in  competition  with  other  people  who 
are  liable  to  Income  Tax.  Might  not  their  trade 
competitors  reasonably  object  to  charitable  trustees 
being  allowed  to  oarry  on  the  same  business  in  com- 
petition with  them,  free  from  Income  Tax? — I can 
understand  the  objection,  and  one  knows,  of  course, 
that  the  objection  has  been  raised,  but  I do  not  know 
that  it  particularly  affects  this  question. 

17  163.  Mr.  Eerly:  It  is  a difficulty?— It  is  a 
difficulty,  I quite  grant.  If  I may  say  so,  sometimes 
a concrete  case  helps  one.  Take  a colony  tor 
epileptics.  Part  of  the  essential  treatment  would  on 
to  give  the  men  light  work  in  the  open  air  upon  the 
land  ; they  are  forced  to  do  farming  operations,  they 
do  them  in  the  main  for  the  supply  of  the  Institution, 
but  it  is  almost  impossible  for  them  to  stop  short  just 
at  that  point.  They  are  almost  forced  to  do  a oertain 
amount  of  supply  outside,  but  I do  not  think  they  are 
tempted  to  do  it  at  lower  prices ; I think  in  practice 
you  will  find  they  are  able  to  charge  as  much  as 
other  people.  , 

17  164.  It  astonishes  me,  because,  like  other  people, 
I am  interested  in  some  such  institutions,  to  hear  that 
they  ever  farm  at  a profit?— I do  not  think  they  do 
farm  at  a profit.  I think  very  likely  they  may  escape 


on  Schedule  D.  , 

17  165.  Sir  W.  Trower:  One  question  on  your  para- 
graph 2.  You  say:  “The  types  of  institution 

specified  no  longer  cover  the  field  of  charitable  entei- 
prise.”  Will  you  kindly  give  us  an  instance  of  what 
is  suggested?— The  types  of  institution  specified  were 
hospitals  and  almshouses  supplying  free  treatment 
and  free  maintenance,  and  I think  that  was  the  sort 
of  governing  idea— that  they  were  dealing  with  almost 
destitute  people. 

17.166.  Are  you  talking  of  Schedule  A.  now,  or 
generally? — I mean  the  exemptions  in  the  Act  of  1842. 
I should  say  that  the  tendency  of  modern  charity  is  to 
act  in  co-operation  with  the  beneficiaries,  and  to 
be  rather  complementary  to  their  efforts  and  re- 
sources; that  is  a broad  definition.  For  instance, 
there  are  such  things  as  hostels  and  lodges  for  the 
protection  of  young  women  and  girls  engaged  in.  in- 
dustry or  domestic  service.  They  are  charged  some- 
thing, but  not  the  full  price  as  a rule.  There  is  any 
number  of  institutions  for  social  and  physical  im- 
provement which  are  not  primarily  giving  material, 
benefits.  I should  have  thought  that  was  the  broad 
distinction. 

17.167.  Would  you  define  them  as  for  public  pur- 
poses, or  for  a particular  class? — For  public  purposes. 
I am  thinking  of  institutions  that  do  get  exemption 


on  the  income  that  they  derive  from  dividends.  They 
are  recognized  as  charities  for  that  purpose,  but  they 
are  sometimes  not  recognized  as  charities  when  they 
have  to  approximate  to  an  almhouse  or  a hospital. 

17.168.  Would  it  be  possible  for  you  to  give  us  a 
definition  of  charitable  purposes? — No,  I am  afraid 
not.  The  term  has  been  used,  I understand,  to  cover 
what  you  may  call  public  purposes.  It  is  a loose 
phrase. 

17.169.  It  is  desirable  in  a taxing  Act,  to  have  it 
definite? — I think  a definition  would  be  very  desirable. 

17.170.  A definition  possibly  limiting  as  well  as 
extending? — Yes,  I do  not  object  to  that. 

17.171.  But  you  cannot  give  us  any  definition? — I 
am  afraid  I cannot.  The  use  of  the  phrase  “ quasi- 
charitable  institutions,”  almost  gives  away  the  idea 
of  having  a definition,  does  it  not? 

17.172.  Mr.  Bowerman : The  question  I wished  to 
put  has  already  been  answered,  but  perhaps  I may 
follow  it  up,  just  for  a moment.  With  regard  to 
your  paragraph  5,  in  drafting  this  paragraph  you 
must  presumably  have  had  in  your  mind  an  inter- 
pretation of  these  two  words  “ charitable  purposes.” 

I understand  you  to  say  you  would  find  it  very  . 
difficult  to  give  an  interpretation? — Voluntary  gifts 
for  some  purpose  that  does  not  produce  profit  to  the 
giver ; I do  not  know  that  I can  get  very  much  nearer 
than  that. 

17.173.  It  would  raise  a very  confusing  point,  in 
dealing  with  Income  Tax,  if  those  words  were  used  ? — 

1 was  under  the  impression  that  I was  using  words 
that  were  already  in  use;  I thought  the  thing  al- 
ready existed  in  that  loose  way. 

17.174.  You  suggest  that  it  should  be  interpreted 
in  a liberal  sense ; could  you  tell  the  Commission  what 
you  mean  by  that? — One  of  the  cases  put  to  me,  for 
instance,  was  a village  institute  provided  by  what  we 
should  call  charitable  gifts,  that  is,  voluntary  gifts 
for  the  benefit  of  people  who  could  not  provide  the 
thing  for  themselves.  That  was  ruled  out  as  not 
a charity.  Another  instance  occurs  to  me,  quite  a 
small  thing,  in  the  North  of  London,  in  rather  a 
bad  part;  some  people  wished  to  improve  it,  and  they 
joined  together  and  formed  an  association,  a trust, 
and  they  acquired  a public  house,  and  turned  it  into 
something  they  thought  was  better ; in  the  same  way 
that  was  ruled  out  as  not  ooming  within  the  exemp- 
tions. 

17.175.  Mr.  Walker  Clark:  Both  those  would  be 
trading  institutions,  more  or  less? — Trading  at  a loss. 

17.176.  Still,  they  were  carrying  on  a trade? — Well, 
a village  institute^— I suppose  it  would,  yes. 

17.177.  Mr.  Bowerman:  And  the  charitable  side 
was  lost  in  the  trading  side? — No,  I should  say  not. 

I should  have  thought  that  the  trading  side  was  an 
accident.  It  is  a matter  of  words,  if  I may  say  so, 
rather  than  anything  else.  The  real  thing  was  the 
desire  to  give  something  to  the  people  that  they  could 
not  provide  for  themselves. 

17.178.  Quite  so,  but  as  Mr.  Walker  Clark  has 

put  it,  they  were  really  run  for  trading  purposes, 
for  profit  and  so  on? — I daresay  I am  stupid,  but  I 
am  afraid  your  definition  does  not  commend  itself 
to  me.  . . 

17.179.  Mr.  Walker  Clark : The  definition  given  to 
Mr.  Bowerman,  voluntary  gifts  for  some  purpose  that 
does  not  make  profit  to  the  donor,  would  manifestly 
be  a very  wide  door,  because  it  might  be  a gift 
from  me  to  one  of  my  children. 

17.180.  Mr.  Eerly:  I am  afraid  it  would  need 
further  consideration,  especially  if  you  were  going  to 
proceed  from  the  source  of  income  to  the  purposes  for 
which  that  income  is  applied. 

17  181.  Mr.  Marks : Could  you  tell  me  whether 
Toynbee  Hall  and  the  Eton  Settlement  at  Hoxton 
are  regarded  as  charitable  organisations  within  this 
definition?— I do  not  really  know,  but  I should  think 
it  is  probable.  , ,, 

17,182.  Mr.  Armitao e-Smith : Who  interprets  the 
•exempting  words  at  the  present  time?  Is  it  the  Board 
of  Inland  Revenue,  subject  to  an  appeal  to  the 
Courts?— I think  so.  yes.  There  have  been  several 
appeals  at  different  times.  I looked  through  the  cases 
decided,  as  far  *as  I could,  and  the  only  general 
principle  that  seemed  to  emerge  in  any  sort  of  way 
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was  whether  the  thing  was  wholly  self-supporting  or 
not. 

17.183.  Do  I understand  that  you  are  definitely 
dissatisfied  with  the  existing  position,  which  is  that 
the  Department  interprets  these  words  subject  to 
appeal  to  the  Courts? — The  complaint,  I think,  that 
I am  representing  is  that  the  law  is  against  the 
decisions.  In  the  case  I quoted  in  my  third  para- 
graph, you  notice  that  the  Judge,  Lord  Wrenbury, 
in  giving  his  decision  against  Essex  Hall,  said  he 
could  not  refrain  from  pointing  out  the  absurdity 
of  the  conclusion  to  which  it  led. 

17.184.  Very  well,  you  want  a change  in  the  nomen- 
clature of  the  law? — Yes. 

17.185.  You  are  not  prepared  to  suggest  amended 
phraseology  yourself? — Not  on  the  spur  of  the 
moment,  no. 

17.186.  Perhaps  you  would  send  one  in,  if  you  are 
inclined  to;  but  if  you  are  not  prepared  to  leave 
the  thing  as  it  is,  and  if  you  are  not  prepared  to 
suggest  the  precise  alteration  that  you  want,  are  you 
prepared  to  send  in  a list  of  institutions  at  present 
excluded  which  you  think  ought  to  be  included,  suffi- 
ciently comprehensive  to  allow  the  Commission  to 
frame  the  words  for  itself,  assuming  the  Commission 


to  take  your  view? — I will  try  to  do  that;  at  any 
rate.  Classes  of  'institutions? 

17.187.  Mr.  Kerly:  Typical  institutions? — I will  try 
to  do  that,  if  it  would  be  of  any  help. 

17.188.  Mr.  Armitag e-Smitli : I think  the  alterna- 
tives before  you  are  either  to  acquiesce  in  a Depart- 
mental discretion,  or  to  suggest  a form  of  words,  or 
to  supply  us  with  material  for  framing  a form  of 
words? — Quite  so;  that  is  fair,  I think. 

17.189.  Mr.  Kerly:  Summing  up  the  discussion,  it 
seems  to  me  you  suggest  to  us  three  possible  griev- 
ances. First,  there  are  things  which  ought  to  be 
regarded  as  charities  which  are  at  present  excluded, 
secondly,  recognized  charities  occupying  their  own 
premises  for  their  charitable  purposes  ought  to  bo 
exempted  from  taxation  under  Schedule  A.,  and 
thirdly,  you  suggest  that  where  a charity,  in  the 
course  of  its  charitable  operations,  which  as  a rule 
are  carried  on  at  a loss,  is  incidentally  doing  some- 
thing which  is  regarded  as  trading,  which,  if  treated 
separately,  might  be  regarded  as  making  a profit,  you 
ought  to  look  at  the  whole  of  the  operations,  and 
say  that  that  profit  is  really  absorbed  and  there  is  in 
fact  none ; that  is  the  gist  of  it  ? — I am  very  grateful 
to  you  for  that  statement. 


Mr.  Sidney  Stanley  Dawson,  J.P.,  M.Com.,  F.C.A.,  and  Mr.  Alfred  Hdtcuison,  on  behalf  of  the  Association 
of  Trade  Protection  Societies  of  the  United  Kingdom,  called  and  examined. 


The  witnesses  handed  in  the  following  statements 
as  their  evidence-in-chief : — 

17.190.  (1)  Mr.  Sidney  Stanley  Dawson  will  say : — 

I am  a Fellow  of  the  Institute  of  Chartered 

Accountants.  I have  had  nearly  30  years’  experience 
in  accountancy  and  for  over  21  years  have  been  the 
senior  partner  of  the  firm  of  Dawson,  Chevalier  & 
Graves,  carrying  on  business  at  51,  North  John  Street, 
Liverpool.  I am  Master  of  Commerce,  Birmingham 
University,  and  ex-Professor  of  Accounting  of  such 
University.  I am  giving  evidence  on  behalf  of  the 
Association  of  Trade  Protection  Societies  of  the 
United  Kingdom. 

17.191.  (2)  The  views  of  the  various  Trade  Protec- 
tion Societies  throughout  the  Kingdom  were  ascer- 
tained by  resolutions  passed  at  the  annual  meeting, 
and  by  correspondence. 

17.192.  (3)  A special  committee  was  formed  to  con- 
sider and  collate  the  various  views,  and  as  Vice- 
President  of  the  Liverpool  Guardian  Trade  Protection 
Society,  I was  elected  to  that  committee,  and  sub- 
sequently selected,  with  my  colleague,  to  tender 
evidence. 

17.193.  (4)  Having  perused  a substantial  portion  of 
the  evidence  already  tendered  to  the  Commission,  my 
proof  is  to  some  extent  shortened,  and  perhaps  it 
is  sufficient  to  state  that  our  Association  approves  of 
the  suggestions : — 

(a)  that  a three  years’  average  as  a basis  of 

assessment  should  be  abolished  and  that 
the  losses  incurred  should  be  carried  for- 
ward without  limit  as  to  period  for  adjust- 
ment with  profits  subsequently  assessable; 

(b)  that  a reasonable  allowance  for  depreciation 

for  depleted  value  be  made  in  the  case  of 
wasting  assets,  which  wastage  is  at  present 
regarded  as  of  a capital  nature,  e.g.,  brick 
pits,  stone  quarries,  etc. ; 

(c)  that  Co-operative  Societies  be  rendered  liable 

to  tax  on  their  trading  profits. 

The  Legislature  regards  such  as  trading  profits  (not 
returned  discounts)  for  the  purposes  of  Excess  Profits 
Duty.  To  be  exempt  from  Income  Tax  a society  (1) 
must  not  sell  to  non-members,  and  (2)  must  not 
limit  the  number  of  its  shares.  A breach  of  either 
condition  will  not  suffice  to  render  the  society  liable 
— both  must  be  infringed.  Therefore,  a society 
which  is  prepared  to  issue  shares  of  a merely  nominal 
value  to  an  unlimited  extent  can  trade  with  non- 
members and  the  dividends  paid  exclusively  "to 
members  are  free  from  tax,  although  they  may 
include  profits  from  trading  with  such  non-members. 
'Hie  only  difference  between  a limited  company’s 
profits  and  those  of  a Cooperative  Society  is  the  basis 


of  their  distribution  among  the  investing  shareholders 
and  the  society  members  respectively. 

A local  authority  is  a co-operative  society  of  rate- 
payers, and  it  works  undertakings  for  the  common 
good,  such  as  tramways,  and  gas  and  electricity. 
Like  Cooperative  Societies,  it  mahes  a profit  and  dis- 
tributes it  among  the  ratepayers  by  way  of  relief 
of  rates.  It  is  true  that  in  some  cases,  such  as  tram- 
ways, some  profit  is  made  out  of  non-ratepayers, 
just  as  Cooperative  Societies  make  a profit  out  of 
non-members.  Why,  therefore,  should  a local 
authority’s  trading  profits  be  subject  to  tax,  and  a 
Co-operative  Society’s  profits  be  exempt  therefrom? 

System  of  collection. 

17.194.  (5)  In  small  districts  where  a whole-time 
service  Collector  is  not  necessary  and  a local  man  at 
present  acts,  the  collection  be  made  through  the 
agency  of  the  Excise  or  Post  Offices,  it  being  con- 
sidered undesirable  that  local  part-time  men  should 
'nave  information  as  to  their  neighbours’  income  iu 
these  small  districts. 

17.195.  (6)  All  assessments  should  be  made  upon  the 
taxpayer  at  his  principal  place  of  business,  or,  should 
he  so  elect,  at  his  residence.  This  can  be  effected 
more  readily  with  the  abolition  of  the  three  years’ 
average  system  and  the  fusion  of  Schedules  D.  and  E. 

Under  the  present  system,  witness  himself  has  to 
pay  on  Schedule  E.  in  several  different  towns,  and 
on  Schedule  D.  at  his  Liverpool  office,  although  the 
Schedule  E.  income  (directors’  fees)  is  divisible 
among  witness’s  partners  in  the  same  manner  as 
ordinary  accountancy  fees.  As  the  three  partners  in 
question  pay  Income  Tax  at  different  rates,  three 
different  assessments  are  made  at  the  registered 
office  of  each  of  the  companies  where  witness  is  a 
director,  thus  the  first  part  of  the  partnership  profits 
is  assessed  under  Schedule  D.  (on  the  average  of  three 
years)  and  the  remaining  part  under  Schedule  E. 
(the  income  of  the  specific  year) — consequently,  my 
two  partners  are  c idled  upon  to  make  separate 
returns  of  their  income  in  respect  of  their  partner- 
ship shares  (my  directors’  fees)  and  declare  it  as 
being  their  income  from  the  various  companies, 
although  they  have  no  connection  with  such  com- 
panies at  all. 

Abatements  and  allowances. 

17.196.  (7)  Abatements  and  allowances  for  wife, 
children  and  “ relative  ” dependants  should  be  in- 
creased and  extended  to  higher  incomes  than  at 
present.  The  extent  to  which  the  allowances  should 
be  increased  is  left  to  the  Commission,  but  it  is  sug- 
gested that  the  allowance  should  extend  as  far  as 
incomes  of  £1,000. 
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Depreciation. 

17  197.  (8)  (a)  Buildings , machinery  and  plant. — 
The  'rate  per  cent,  to  be  allowed  (and  the  base  upon 
which  such  allowance  should  be  computed)  should,  in 
the  event  of  disagreement  between  the  Surveyor  and 
taxpayer,  be  fixed  by  a permanent  tribunal  consisting 
of  three  Commissioners,  and  two  local  expert  valuers. 
Decisions  to  bo  open  to  revision  every  five  years. 

(b)  Leases.— Premiums  or  fines  paid  for  leases  or 
extensions  thereof,  and  moneys  expended  to  improve, 
or  on  the  expiration  of  leasehold  properties,  to  meet 
dilapidation  claims,  be  regarded  as  deductible  by 
annual  instalments  as  a charge  against  profits  based 
either  upon  expenditure  actually  incurred,  or  that  is 
estimated  will  bo  incurred  at  a future  date. 

(c)  Patents. — Expenditure  in  respect  of  patents, 
whether  by  way  of  purchase  or  development,  be 
regarded  as  deductible  by  annual  instalments  as  a 
charge  against  profits. 

General  matters. 

17  198.  (9)  (a)  Minors  should  be  directly  liable  to 
pay  Income  Tax  and  Super-tax,  as  though  they  were 
of  full  age.  , 

(b)  Differentiation  between  earned  and  unear nea 
income  should  be  discontinued,  because  of  the  difficulty 
of  defining  what  is  included  in  each  category,  oom- 
paring  one  taxpayer  with  another,  e.g.,  two  partners 
are  deemed  to  earn  profits,  but  their  dividends  troin 
the  same  business  are  deemed  unearned  if  they  trans- 
fer it  to  a private  limited  company  and  act  as  direc- 
tors, just  as  they  previously  acted  as  partners. 

My  Association  support  the  contention  that  such 
differentiation  for  taxation  purposes  operates  against 
thrift  and  often  presses  unfairly  on  persons  with 
small  incomes.  If  the  present  basis  of  distinction  is 
to  be  continued,  it  ought  not  to  apply  to  cases  where 
the  total  income  does  not  exceed  £1,000. 

[This  concludes  the  evidence-in-chicf  of  Mr.  Dawson .] 

Mr.  Alfred  Hutchison  will  say:  — 

17.199.  (1)  I am  a solicitor,  practising  at  6,  Stone 
Buildings,  Lincoln’s  Inn,  W.C.  2,  as  the  senior  part- 
ner  in  the  firm  of  Hutchison  & Cuff,  a Member  of  the 
Faculty  of  Law  in  Paris,  honorary  legal  adviser  to  the 
Association  of  Trade  Protection  Societies  of  the 
United  Kingdom,  the  London  Association  for  lio- 
tection  of  Trade,  Ltd.,  and  various  other  similar 
Mutual  Associations. 

17.200.  (2)  The  existing»practice  of  the  Surveyors  of 
Taxes  of  obtaining  by  negotiation  agreements  for  the 
collection  and  payment  of  Income  Tax  upon  sub- 
scriptions and  levies  paid  by  members  of  mutual 
trade  associations  generally,  irrespective  of  their 
constitutions  and  the  character  of  their  operations, 
and  of  disallowing  in  the  traders’  accounts  deductions 
from  income  in  respect  of  such  subscriptions  and 
levies,  results  in  great  injustice,  and,  in  effect,  the 
collection  of  a large  sum  of  money  for  Income  lax 
which,  by  law,  is  not  payable,  and  it  is  submitted, 
should  not  be  collected  in  future. 

17.201.  (3)  All  subscriptions  and  levies  paid  by  a 
member  to  a mutual  association,  whether  registered  or 
unregistered,  for  the  purpose  of  assisting  him  to 
make  business  profits  on  which  Income  Tax  is  paid, 
should,  where  no  part  of  such  subscriptions  and 
levies  are  repayable,  and  where  no  part  of  the  income 
or  capital  of  such  association  is  distributable  or  pay- 
able to  its  members,  be  allowed  as  a proper  deduction 
in  his  acoounts. 

17.202.  (4)  Where  any  part  of  such  payments  is 
returned  to,  or  any  money  is  received  by  such 
member  out  of  profits  or  income  during  the  existence 
or  upon  the  winding  up  of  the  association,  such  sums 
so  returned  or  received  should  be  brought  into  account 
by  the  member  in  his  own  profit  and  loss  account 
when  received. 


17,203.  (5)  The  liability  of  an  association  to  assess- 
ment for  Income  Tax  does  not  depend  upon  its  con- 
stitution in  view  of  Section  40  of  the  Income  Tax  Act 
of  1842,  and  its  liability  to  assessment  by  Act  of 
Parliament  or  by  negotiation,  should  be  determined 


according  to  the  rules  of  law  now  existing  based  upon 
its  actual  operations. 

[This  concludes  the  evidence-in-cliief  of 
Mr.  Hutchison.] 

17,204.  Mr.  Kerly : Mr.  Dawson,  you  are  an 
accountant,  and  in  your  paper  you  have  covered  a 
good  many  topics  upon  which  we  have  already  Had  a 
good  deal  of  detailed  evidence.  We  have  read  your 
paper,  of  course,  and  we  take  it  as  adding  to  the 
weight  of  that  evidence  by  showing  that  the  kind  ot 
people  you  represent  hold  the  opinions  which  have 
already  been  put  forward  and  discussed  here.'’— (Mr. 
Dawson) : That  is  so. 

17  205.  You  will  understand  it  is  not  necessary,  or 
at  least  it  does  not  seem  -to  me  to  be  necessary,  to 
go  further  into  the  discussion  of  these  matters?— 
We  agree. 

17.206.  Just  allow  me  to  summarize,  lou  tninh. 
the  three  years’  average  should  be  abolished.  We 
have  had  a great  deal  of  discussion  over  that,  and 
one  great  difficulty  about  it  is  bridging  over  the 
period  of  transition? — Yes. 

17.207.  You  appreciate  there  would  be  a period  of 
transition  where  either  you  would  have  to  take  the 
same  year  twice  as  a basis,  or  you  would  have  to 
adopt  some  other  more  complicated  plan?— Yes;  we 
advocate  the  principle,  and  we  leave  it  to  the  adminis- 
tration to  deal  with  what  you  refer  to. 

17.208.  If  you  please.  Just  upon  that,  without 
going  further  into  it,  you  suggest  that  losses  should 
be  carried  forward,  you  say  without  limit ; at  present 
they  are  practically  carried  forward  for  three  years. 
1 see  no  reason  why  there  should  be  any  limit  at  all. 

17.209.  Very  well,  that  is  your  view : that  they 
should  be  carried  forward  indefinitely  ?— It  is  the 
view,  not  only  of  the  Association  which  I represent, 
but  it  is  my  own  view,  from  long  experience. 

17.210.  Then  depreciation.  We  need  not  go  further 

into  that  for  the  moment.  Then  you  suggest  that 
Co-operative  Societies  should  be  liable  to  tax  on  their 
trading  profits.  Have  you  considered  whether  they 
are  at  present  taxed  on  their  trading  profits?  Well, 
we  know  the  extent  to  which  they  are  taxed,  because 
the  Statute  tells  us.  I think  that  Co-operative 
Societies  ought  to  be  taxed  as  an  entity,  even  if  there 
was  a compromise  in  the  rate,  such  as  the  lowest 
rate,  or  even  a lower  rate  than  that,  without  any 
right  of  recovery  from  the  separate  shareholders  or 
members.  . 

17.211.  Then  you  suggest,  in  paragraph  o,  that  tne 
system  of  collection  should  be  more  localised,  and  you 
make  a proposal  that  the  Post  Office  should  be  used 
in  some  districts  as  the  collecting  agency?— Only  in 
very  small  country  districts,  where  everybody  seems 
to  know  everybody’s  business. 

17.212.  You  appreciate  that  that  would  be  adding 
one,'  and  it  is  an  important  addition,  to  the  multi- 
farious activities  of  the  local  postmaster  ?— Well,  that 
may  be,  but  it  is  not  very  nice  for  the  village  black- 
smith to  collect  the  Income  Tax  from  the  lady  at  the 
Hall. 

17.213.  Mr.  May : What  about  reversing  the  opera- 

17.214.  Mr.  Kerly : Your  turn  will  come,  Mr.  May  ? 
— I can  deal  with  it,  when  it  comes. 

17.215.  Mr.  Walker  Clark : The  point  is,  you  want 

the  'man  to  be  a civil  servant? — Not  an  uncivil 
servant,  do  you  mean?  . 

17  216.  You  want  him  to  be  the  postmaster,  a civil 
servant?— I want  him  to  be  a civil  servant,  using 
the  word  “ civil  ” in  the  full  sense  of  the  word. 

17,217.  Mr.  Kerly : You  suggest  with  regard  to 
depreciation  that  there  should  be  a permanent  tri- 
bunal consisting  of  three  Commissioners  and  two  local 
expert  valuers.  Are  you  suggesting  that  there  should 
be  a separate  assessment  for  each  particular  business 
in  substitution  for  flat  rates  for  particular  classes  of 
business?— No,  we  would  prefer  a flat  rate  for  the 
classes  rather.  You  could  not  differentiate  between 
every  business. 


856 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


10  October , 1919.]  Mr.  Sidney  Stanley  Dawson  and  Mr.  Alfred  Hutchison.  [ Continued 


17.218.  Are  you  dissatisfied  with  the  pjesent 
arrangements  by  which  fiat  rates  for  particular 
trades,  manufacturing  trades  in  particular,  are  agreed 
upon,  with  an  appeal  to  the  Hoard  of  Referees.?— 
A\  e are  not  satisfied  that  there  has  been  su  fficient 
experience  of  that.  We  are  more  affected  in  our 
minds  with  the  experience  of  the  last  20  yeais.  We 
are  dissatisfied  with  the  allowances  generally. 

17.219.  But  you  appreciate  that  within  the  last  two 
or  three  years  a new  system  has  been  set  up,  which 
has  produced  a considerable  number  of  agreements 
up  to  the  present  time,  and  has  not  yet  led  to  a 
single  difference  being  referred  to  the  Board  of 
Referees.  Does  that  strike  you  as  such  a fault  of 
the  system  as  would  induce  you  to  say  that  the 
system  itself  is  ineffective,  and  therefore  should  have 
something  else  substituted  for  it? — I do  not  think 
the  present  system  has  met  with  approval,  and  it  has 
not  been  taken  advantage  of. 

17.220.  It  needs  further  advertisement? — Well,  you 
may  put  it  in  that  way;  it  needs  further  advertise- 
ment, and  it  needs  further  proof  of  its  efficiency. 

17.221.  Mr.  Armitag e-Smith:  It  is  suggested  that 
allowances  for  wives,  children  and  relative  dependants 
should  be  increased  up  to  the  limit  of  £1,000  a year? 
—Yes. 

17.222.  How  do  you  suggest  that  we  should  arrive 
at  our  limit? — I have  rather  suggested  the  limit — 
a thousand  pounds  a year. 

17.223.  Very  well.  As  a matter  of  fact,  you  said 
you  suggested  that  the  extent  should  be  left  to  the 
Commission ; but,  if  you  are  making  a suggestion,  so 
much  the  better? — It  is  only  our  polite  way  of 
putting  it. 

17.224.  I appreciate  your  politeness,  but  I want  to 
get  some  guidance  from  you.  How  do  you  arrive 
at  the  principle  where  these  reliefs  should  rest? — If 
children  are  being  kept  at  secondary  schools  or  kept 
at  a university  I think  that  ought  to  weigh  with  the 
Income  Tax  authorities  in  making  the  allowance. 

17.225.  If  children  are  kept  at  universities  by  per- 
sons whose  incomes  are  £1,100,  £1,200,  £1,300,  £1,400, 
£1,500,  and  so  on? — We  all  know  you  have  to  draw 
the  line  somewhere,  and  there  is  always  a hardship 
where  it  is  a little  over  that  line. 

17.226.  In  other  words,  your  thousand  pounds  is  an 
arbitrary  figure? — An  arbitrary  figure,  yes.  I thought 
it  was  a comfortable  figure. 

17.227.  Mr.  Walker  Clark : With  regard  to  abate- 
ments and  allowances  for  wives  and  children,  these 
have  recently  been  increased ; do  you  suggest  a 
further  increase? — No,  I do  not. 

17.228.  The  present  increase  is  sufficient? — It 
appears  to  me  so,  except  that  they  ought  to  go  up  to 
a higher  figure  as  regards  salary. 

17.229.  The  abatement  itself  is  sufficient,  only  it 
stops  too  early? — It  stops  too  early,  yes. 

17.230.  On  the  question  of  minors  being  directly 
liable  to  pay  Income  Tax  and  Super-tax,  how  would 
it  be  recoverable  from  a minor?- — I see  no  difficulty 
in  an  Act  of  Parliament  making  a minor  liable  in 
law  for  his  Income  Tax.  If  he  is  competent  to  recover 
his  income,  surely  he  ought  to  be  competent  to  restore 
to  the  State  that  share  of  the  income  which  is  its 
due.  I put  to  you  the  case  of  a jockey  who  is  under 
age,  and  is  earning  £5,000  a year.  Why  should  bis 
father,  a stable  lad,  be  held  liable  in  law  for  his  tax? 

17.231.  Mr.  Kerly : You  are  perhaps  aware  that  the 
actual  case  of  a jockey  has  come  before  the  Courts, 
and  the  jockey  was  held  liable  to  pay? — But  the 
Statute  does  not  say  so.  He  is  held  liable  to  pay,  but 
it  says  if  the  son  being  an  infant  does  not  pay  his 
parent  shall  pay.  I know  a case  of  a parent  who  is  a 
stable  boy  getting  £3  a week,  and  his  son,  a jockey,  is 
getting  £5,000  a year.  That  is  his  son,  aged  17.  If 
he  does  not  pay  his  Income  Tax  his  father  has  got  to 
pay.  How  is  he  to  do  it  ? 

17.232.  You  thought  the  proposition  you  were  put- 
ting was  so  startling  that  we  should  require  some 
little  time  to  recover  from  it? — Not  at  all. 

17.233.  Do  you  infer  from  the  fact  that  there  is  an 
alternative  liability  upon  the  father  that  we  are  pre- 
vented from  taking  proceedings  against  the  son  or 
his  property? — Ihave  got  section  161  of  the  1918  Act 
before  me,  and  it  says  if  a person  chargeable  to  tax 


is  an  infant  the  parent  is  liable  for  the  tax  in  default 
of  the  payment  by  the  infant. 

17.234.  Quite  so;  “ in  default.”  Supposing  you 
make  the  infant  pay? — In  my  evidence  the  word  is 
“ directly  ” liable. 

17.235.  There  is  no  question,  I think;  you  desire 

that  it  should  be  made  plain  that  a minor  is  liable? 

Yes,  we  are  living  in  a precocious  day  and  we  must 
legislate  for  it. 

17.236.  Mr.  Walker  Clark:  Would  this  refer  to  all 
minors  or  would  it  refer  only  to  minors  who  are  in 
trade? — When  you  say  “ minors  ” of  course  you  mean 
infants  ? 

17.237.  I am  using  your  own  word.  Does  it  refer 
to  all  minors,  or  does  it  refer  only  to  those  in  trade? 
--If  they  have  an  income  they  ought  to  be  directly 
liable  for  it.  Though  they  cannot  be  sued  nor  sue 
for  certain  things,  I think  for  the  purposes  of  Income 
Tax  if  they  have  had  income  coming  to  them  they 
ought  to  be  responsible  individually  and  directly  to 
the  State. 

17.238.  That  is  your  view?— That  is  my  view. 

17.239.  One  point  on  your  last  paragraph.  You 
say:  “My  Association  support  the  contention  that 
such  differentiation  for  taxation  purposes  operates 
against  thrift.”  That  is  the  differentiation  between 
earned  and  unearned  income? — Yes. 

17.240.  You  would  suggest  that  the  differentiation 
should  not  exist  both  in  respect  to  Schedule  D and 
the  other  Schedules  in  the  Act? — Well,  I would  not 
say  that  the  differentiation  should  not  exist  with 
regard  to  Schedule  A. 

17.241.  But  your  differentiation  really  refers  to 
Schedule  D? — Yes.  I do  distinctly  think  that  if  I 
derive  interest  from  money  I have  put  into  War  Loan 
as  the  result  of  my  own  savings  and  earnings  it  ought 
not  to  be  called  unearned  because  it  is  only  the  reflec- 
tion of  my  past  earnings. 

17.242.  Which  have  already  paid  tax  or  been  liable 
to  pay  tax? — Yes. 

17.243.  Mr.  May : Would  you  explain  to  us  a little 
more  fully  the  constitution  and  objects  of  your  Asso- 
ciation?— I am  afraid  I did  not  come  here  to  give 
evidence  on  that  point.  The  constitution  and  objects 
of  our  Association  are  fully  set  out  in  our  published 
book  of  the  constitution  and  our  rules ; I think  we 
had  better  put  that  in ; I could  not  improve  upon  it. 

17.244.  Surely  you  could  tell  me  what  a trade 
protection  society  is? — Yes,  I think  I could.  I have 
the  Memorandum  of  Association  of  the  London 
Association  for  the  Protection  of  Trade.  It  is  a 
registered  company,  and  the  document  can  be  seen 
at  Somerset  House  for  a shilling ; it  is  all  here. 

17.245.  Mr.  Kerly:  You  can  tell  Mr.  May  in  answer 
to  his  question  ? — I could  not ; it  covers  pages. 

17.246.  We  do  not  want  the  words  of  the  Memo- 
randum. What  is  the  general  object  of  such  a trade 
association  as  you  represent? — We  make  inquiries  as 
to  the  calibre  of  people,  the  status  of  people  with 
whom  our  members  are  proposing  to  deal.  We  give 
them  advice,  so  that  they  will  not  make  mistakes  and 
deal  with  people  who  are  not  fit  to  be  dealt  wdth 
on  credit ; we  give  various  advice  as  to  the  status 
of  foreign  people,  and  assist  our  members  with  regard 
to  relations  with  other  towns  and  countries  which  they 
could  not  deal  with  without  this  help. 

17.247.  We  all  understand  credit  inquiry;  is  that 
the  main  business  of  the  trade  association? — That 
and  debt  collection,  when  they  have  gone  into  the 
trouble  first  and  consulted  us  afterwards. 

17.248.  Credit  inquiry,  debt  collecting — what  else? 
Is  that  its  main  business? — Then  we  meet  together 
and  Ave  diffuse  information  as  to  commerce  between 
each  other  in  different  toAvns.  The  representatives  of 
the  different  associations  meet  together  and  discuss 
things.  It  is  simply  on  the  same  lines  as  the 
Chambers  of  Commerce  of  the  country. 

17.249.  Mr.  May : What  kind  of  persons  are 

eligible  for  membership  and  are  actually  members? — 
Traders  of  all  kinds,  retailers,  and  wholesalers — 
mostly  retailers,  I should  think. 

17.250.  Mr.  Walker  Clark:  Manufacturers? — Manu- 
facturers, yes,  and  traders,  wholesale  and  retail,  but 
I should  think  mostly  retail. 

17.251.  Mr.  May : How  many  protection  societies 
are  there  in  your  Association? — I would  suggest 
‘that  you  ask  the  next  witness  that,  because  he  is  an 
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official  connected  with  the  Society.  I am  an  honorary 
official,  and  I have  not  the  data  available. 

17.252.  Mr.  Kerly : Very  well. 

17.253.  Mr.  May : The  point  I want  you  to 

appreciate  is  that  in  your  evidence  you  say  you 
appear  on  behalf  of  the  Association  of  Trade  Pro- 
tection Societies  of  the  United  Kingdom,  and  I 
suggest  to  you  it  is  a perfectly  relevant  question  to 
ask  who  are  the  people  that  you  represent. 

17.254.  Mr.  Kerly : So  it  is,  but  then  there  are  two 
representatives  here,  and  Mr.  Dawson  suggests  that 
you  should  ask  the  other  witness,  Mr.  Hutchison. 

17.255.  Mr.  May : I quite  appreciate  that,  but  Mr. 
Dawson  appeared  to  resent  my  question,  and  I want 
to  make  my  point  clear ; that  is  all.  I will  come 
straight  to  my  point.  There  is  only  one  section  of 
your  evidence  that  I wish  to  ask  you  about,  and  that 
is  under  4 (c).  Co-operative  Societies.  What  do  you 
mean  in  this  connection  by  trading  profits? — The  sur- 
plus of  your  receipts  over  your  expenditure. 

17.256.  You  mean  a Co-operative  Society’s  receipts? 
— Yes,  the  same  trading  profits  as  if  you  changed 
your  name  and  were  a limited  company,  and  I were 
the  auditor. 

17.257.  Mr.  May ; I must  ask,  Mr.  Chairman,  that 
these  questions  should  not  be  answered  in  a personal 
sense.  It  is  not  my  profits. 

17.258.  Mr.  Kerly : No  doubt  Mr.  Dawson  will  avoid 
any  such  method  of  reply. 

17.259.  Mr.  May : In  answer  to  the  Chairman,  at 
the  beginning,  you  suggested  that  Co-operative 
Societies  should  each  be  taxed  as  entities? — Yes. 

17.260.  What  did  you  mean  by  that? — I mean  to 
say  that  they  should  be  taxed  as  though  they  were 
companies  to  avoid  any  claims  for  repayment  by  the 
members  afterwards. 

17.261.  Do  the  members  or  the  shareholders  of 
public  companies  not  enjoy  the  right  to  reclaim  when 
they  are  not  liable  to  pay? — Yes,  they  do. 

17.262.  You  propose  to  deny  that  to  members  of 
C'o-operative  Societies? — That  is  because  I consider 
that  the  members  of  Co-operative  Societies  have 
amalgamated  to  avoid  the  tax. 

17.263.  Do  you  really  think  that  that  enters 
seriously  into  the  head  of  the  ordinary  member  of 
the  Co-operative  Society? — I do.  I have  had  a lot 
to  do  with  them.  I have  publicly  debated  this  before 
Co-operative  Societies  with  hundreds  present.  I have 
a strong  feeling  about  it. 

17.264.  You  propose  that  they  should  be  taxed  out- 
side the  present  provisions  of  the  law  for  ordinary 
citizens,  and  differently  treated  from  ordinary 
citizens,  because  you  attribute  this  motive  to  them  in 
joining  Co-operative  Societies? — Yes.  I think  they 
have  gone  out  of  their  way  to  avoid  the  tax  in  this 
way,  and  the  Legislature  ought  to  follow  them'. 

17.265.  You  think  that  this  Commission  should 
seriously  consider  punishing  a certain  section  of  the 
community? — No,  it  is  not  punishment. 

17.266.  Would  not  an  unjust  tax  be  punishment? — 
But  to  rectify  an  endeavour  to  avoid  tax  is  not  a 
punishment. 

17.267.  Do  you  say  you  want  them  to  pay  a tax 
which  in  any  other  capacity  they  would  not  be  liable 
to  pay? — They  get  a better  profit  without  any  capital 
involved. 

17.268.  Are  you  aware  that  the  official  documents  ■ 
and  reports  of  the  previous  Committee  have  declared 
that  they  do  not  make  these  trading  profits? — I have 
heard  them  called  discounts  and  all  kinds  of  names 
other  than  profits,  but  as  an  accountant  and  an  econo- 
mist I submit  you  cannot  avoid  the  fact  that  they  are 
profits. 

17.269.  Are  you  aware  that  a very  large  number  of 
economists,  and  the  principal  economists,  do  avoid  it, 
and  do  declare  that  they  are  not  profits? — They  would 
have  been  liable  for  tax  in  the  ordinary  way  but  for 
a special  provision  in  the  1893  Act.  If  they  were  not 
liable  as  profits  why  did  j'ou  pass  a special  law  in 
1893  to  exempt  them  ? 

17.270.  Mr.  Kerly:  May  I remind  you,  Mr.  May, 
that  we  are  going  to  deal  with  the  co-operative  case 
specifically,  with  special  witnesses,  who  will  come  only 
on  the  co-operative  case?  You  may  prefer  to  thresh 
it  out  ill  on.  Wo  do  not  want  to  go  over  it  again  (of 
course,  it  is  for  you  to  consider)  with  a witness  who 


only  deals  with  the  matter  incidentally,  who  is  con- 
cerned with  a lot  of  other  matter. 

17.271.  Mr.  May : I am  quite  willing  to  accept  your 
suggestion,  and  the  object  of  my  first  question,  which 
has  not  been  answered  yet,  was  to  ascertain  how  far 
this  witness  represented  the  general  trading  interests 
that  are  concerned,  and  if  that  had  been  shown  to  be 
small  I would  have  deferred  my  questions,  because,  in 
.my  opinion,  the  printed  evidence  here  bears  its  own 
answer. 

17.272.  Mr.  Kerly : Whether  you  examine  the 

reasons  which  have  led  Mr.  Dawson  to  his  conclusion 
or  not,  and  I am  suggesting  that  you  should  defer 
it  for  the  full-dress  debate  upon  the  matter  that 
we  are  going  to  have  later  on,  you  were  quite 
entitled  to  ask  your  first  question  in  order  to  see 
how  far,  apart  from  the  reasons,  Mr.  Dawson’s 
proposals  have  general  support  behind  them.  You 
have  done  that,  and  you  are  going  to  supplement  it 
by  a question  to  Mr.  Hutchison.  Do  you  think  it 
necessary  to  go  further? 

17.273.  Mr.  May : No,  I am  not  desirous  of  going 
further ; I will  leave  it  at  that  ? — My  point  is  this, 
and  I am  not  restricted  to  the  trade  association  that 
I am  representing  to-day,  that  outside  the  Co-opera- 
tive Societies  themselves  the  whole  country  is  against 
the  principle  of  the  Co-operative  Societies  being 
exempt. 

17.274.  Mr.  Kerly : Very  well.  We  will  test  that 
more  carefully  when  we  have  the  special  witnesses 
about  it? — And  you  will  have  it  proved. 

17.275.  Mr.  Boicerman : I understand  Mr.  Dawson 
to  say  that  the  Co-operative  Societies  had  gone  out 
of  their  way  to  avoid  taxation;  I think  those  were 
the  words  you  used.  Will  you  explain  what  you  mean 
by  going  out  of  their  way  to  avoid  taxation? — They 
have  created  these  organisations  in  order  to  come 
within  the  exemption  provisions  of  the  Act  of  1893 
to  benefit  themselves  to  the  prejudice  of  ordinary 
traders  and  leave  the  ordinary  traders  to  pay  extra 
Income  Tax  because  they  are  exempt. 

17.276.  If  any  body  of  workmen  choose  to  combine 
to  do  a little  trading  on  their  own  account,  from  your 
point  of  view  they  are  going  out  of  their  way  to 
avoid  taxation  ? — My  point  is  that  if  the  co-operative 
principle  went  on  there  would  be  no  one  left  at  the 
finish  to  pay  the  tax. 

17.277.  That  is  your  view  ? — That  is  the  mathemati- 
cal view.  You  have  to  come  to  that.  If  we  were  all 
co-operators  there  would  be  no  taxpayers  and  no 
necessity  to  have  a new  Income  Tax  Act. 

17.278.  If  we  are  to  take  your  answer  literally  there 
is  only  one  object  in  view,  and  that  is  to  avoid  taxa- 
tion?— No;  I put  it  the  other  way,  that  if  co-opera- 
tion free  from  Income  Tax  were  to  be  carried  on  to 
an  unlimited  extent,  I put  it  to  you,  where  would 
there  be  anybody  left  in  the  trading  community  to 
pay  any  taxes  at  all  ? 

17.279.  I only  wanted  to  get  your  view  of  the  co- 
operative movement,  and  I have  got  it?— You  have 
had  it  before. 

17.280.  Mrs.  Knowles : I think  the  idea  of  co-opera- 
tion as  a successful  thing  started  in  1844,  which  is 
practically  50  years  before  the  Act  exempting  them 
came  in.  Has  the  movement  grown  since  1893  con- 
siderably?— A great  deal,  has  it  not? 

17.281.  I do  not  know.  I was  asking  you? — 
According  to  the  reports,  they  are  dealing  in  millions 
now  where  they  used  to  deal  in  thousands,  and  the 
higher  Income  Tax  gets  the  more  co-operation  will 
grow,  because  the  high  Income  Tax  induces  co-opera- 
tion to  avoid  tax  and  to  leave  the  tax  as  a burden 
on  the  other  traders. 

17.282.  You  think  the  increase  since  1893  is  due  to 
the  tax  and  not  to  co-operative  objects,  the  elimina- 
tion of  capital? — It  is  partly  due  to  the  tax. 

17.283.  Sir  E.  Nott-Bower : I merely  wish  to  say, 
just  to  clear  it  up,  that  the  Income  Tax  relief  did  not 
start  in  1893.  There  were  similar  clauses  in  a much 
earlier  Act — I remember  them  certainly  back  to  1867, 
and  Mr.  May  will  say  that  they  went  back  further 
than  that  even. 

17.284.  Mr.  May : 1 could  easily  have  shown  that, 
only  I do  not  think  it  is  worth  while  to  proceed;  that 
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is  all. — In  fairness  to  myself,  when  you  are  talking  of 
1867  and  such  dates,  when  Gladstone  and  others  were 
talking  about  having  no  Income  Tax  at  all,  it  did  not 
matter.  We  are  talking  about  a time  when  Income 
Tax  is  6s.  in  the  £.  You  are  bound  to  have  co-opera- 
tion if  you  can  get  out  of  tax  when  it  is  6s.  in  the  £. 

17.285.  Sir  W.  Trower : One  point  on  the  question 
of  minors.  The  161st  section,  which  you  are  dealing 
with,  provides  for  the  liability  of  parents  and  guard- 
ians. You  would  like  to  limit  that  to  the  amount  of 
income  which  reaches  their  hands? — Yes. 

17.286.  Leaving  the  minor  responsible  for  any 
moneys  which  are  paid  direct  to  him;  that  is  all? 
— That  is  right. 

17.287.  Can  you  assist  me  with  regard  to  the  last 
paragraph  in  your  evidence  by  explaining  a little 
more  fully  how  differentiation  between  earned  and 
unearned  income  “ operates  against  thrift  and  often 
presses  unfairly  oil  persons  with  small  incomes  ” ? I 
am  asking  for  a little  further  assistance  there? — If 
a man  finds  that  he  saves  £100  and  the  income  upon 
that  £100  is  going  to  be  taxed  at  a greater  rate  than 
the  £100  itself  was  taxed,  it  discourages  thrift.  I 
do  not  want  any  verification  in  this,  but  the  gentle- 
man who  attended  here  representing  the  Institute  of 
Chartered  Accountants,  Mr.  Cash,  said  the  same  thing, 
and  I support  it  entirely.  There  is  a kind  of  feeling 
“ what  is  the  good  of  saving  if  you  have  to  pay  more 
Income  Tax  upon  the  yield  than  you  paid  upon  the 
savings  themselves?” 

17.288.  Is  not  the  relief  afforded  by  the  differentia- 
tion greater  than  the  other? — No,  only  it  ought  all 
to  be  treated  as  earned,  just  as  you  treat  a man’s 
pension  as  deferred  pay.  The  interest  upon  his  sav- 
ings is  nothing  more  than  a part  of  his  savings  which 
is  earned. 

17.289.  Then  you  really  wish  to  treat  as  earned 
income  the  income  of  savings? — -Yes.  There  is  no 
unearned  income  except  that  which  comes  from  what 
has  been  bequeathed  to  a man. 

17.290.  You  wish  to  extend  the  differentiation  to 
the  savings  of  the  person  who  has  only  an  income 
from  his  earnings? — The  Dilke  Committee  were  not 
by  any  means  clear  about  this,  because  they  waver 
in  their  conclusions.  They  recognized  it  was  very 
difficult,  and  they  said  it  was  a rough  division,  and 
it  is  a very  rough  division;  it  is  a very  inequitable 
division. 

17.291.  Mr.  Kerly : On  that  last  point  it  is  all  a 
question  of  where  you  put  your  zero,  is  it  not?  You 
say  you  pay  more  upon  the  income  from  your  savings 
than  you  paid  upon  the  saving  itself.  You  are  in 
favour,  are  you  not,  of  exempting  saving  from  taxa- 
tion?— Yes. 

17.292.  Now  put  it  the  other  way.  You  pay  less 
upon  your  earnings,  bo  that  you  have  got  part  of 
what  you  desire;  instead  of  the  £100  paying  nothing, 
it  pays  at  a lower  rate? — No. 

17.293.  That  is  the  proper  way  to  look  at  it,  is  it 
not? — At  the  present  time  a man  will  be  paying  at  a 
higher  rate  upon  the  interest  upon  his  savings  than  he 
is  upon  his  present  earnings. 

17.294.  He  is  paying  at  a lower  rate  upon  his 
earnings  than  he  is  paying  upon  the  interest  upon 
his  savings ; that  is  the  real  position ; because  the 
general  rate  is  fixed,  and  then  there  is  a special 
allowance  for  earned  income.  And,  as  a matter  of 
fact,  the  difference  is  only  3s.  9d.  a year  upon  the 
income  from  each  £100  earned? — Yes.  It  does  not 
matter  how  small  it  is;  the  differentiation  is  not 
justified. 

17.295.  You  suggest,  although  the  amount  is  so  very 
small — because  it  is  liable,  as  I put  it  to  you,  to  be 
misunderstood — that  it  has  a discouraging  effect  upon 
thrift? — I do  say  so. 

17.296.  Mr.  Hutchison,  the  main  point,  I think,  of 
your  paper  is  to  suggest  that  subscriptions  to  trade 
protection  associations  should  be  exempt  from  pay- 
ment of  tax? — (Mr.  Hutchison ):  Yes. 

17.297.  At  the  present  time  the  trade  association 
itself  is  not  taxable  if  it  makes  profits? — The  trade 
protection  society,  I submit,  is  taxable  if,  it  makes 
profits. 

17.298.  The  view  is  taken  by  the  Revenue  that  it  is 
not  taxable? — I differ  from  the  Revenue.  I have  had 


a case  with  them  recently  in  which  the  matter  has 
been  seriously  discussed. 

17.299.  Then  I take  it  that,  in  your  view,  a trade 
protection  society  is  liable  upon  its  profits,  if  it 
makes  any? — I think  that,  if  it  conducts  a business, 
and  has  gains  within  the  meaning  of  Schedule  D,  that 
society  is  liable  for  Income  Tax  in  respect  of  that 
business. 

17.300.  At  present  the  Revenue ’allow  any  trader 
to  deduct  his  subscription  to  a trade  protection 
association  from  his  income  before  assessment,  pro- 
vided that  that  protection  society  will  undertake  to 
pay  tax  upon  its  profits,  if  it  makes  any? — Yes;  and 
that,  1 say,  is  an  abuse.  It  creates  great  injustice. 

17.301.  What  harm  is  done  in  the  trade  protection 
society  undertaking  to  do  that  which  you  say  it  is 
already  liable  to  do? — I submit  that  the  tax  that 
they  endeavour  to  collect  is  upon  the  surplus  of  the 
subscriptions  and  levies  paid  into  a common  fund 
belonging  to  the  society,  which  has  to  be  expended 
in  accordance  with  its  objects,  and  that  it  has  nothing 
whatever  to  do  with  any  trading  at  all. 

17.302.  You  ask  that  the  subscription  to  a trade 
protection  association  should  be  exempt  from  taxa- 
tion. Do  you  propose  to  put  any  limit  upon  tho 
amount  of  such  a subscription? — No.  The  only  limit 
is,  I think,  already  provided  by  the  law.  If  the  pay- 
ment be  made  in  the  course  of  a business  and  for  the 
purposes  of  making  the  profits  on  which  the  tax  is 
payable  by  the  trader,  I think,  whether  it  is  paid  to  a 
trade  protection  society  or  any  other  mutual  society, 
that  amount  should  be  allowed  in  full  in  the  accounts, 
subject  to  two  conditions.  If  by  reason  of  the  con- 
stitution of  the  mutual  society  any  payments  are 
made  back  again  to  the  trader,  all  the  payments  that 
are  made  back  to  the  trader  should  be  brought  into 
the  profit  and  loss  account  when  received.  That 
principle,  I submit,  has  been  discussed  before  the 
Courts,  and  I submit  has  been  established. 

17.303.  That  is  your  first  condition;  what  is  the 
next? — With  regard  to  what  point? 

17.304.  You  said  subject  to  two  conditions,  and  }ou 
have  told  us  one.  What  is  the  other  one? — I think 
you  were  talking  about  the  limits. 

17.305.  I thought  you  said  that  vour  proposal  was 
that  all  payments  to  a trade  protection  association 
by  a trader  should  be  excluded  from  tax  subject  to 
two  conditions,  the  first  of  which  conditions  was  that 
if  the  association  paid  anything  back  to  the  trader  he 
should  bring  that  into  his  accounts;  now  I want  to 
know  if  that  is  all  ? — If  I said  two  conditions  I meant 
one  condition. 

17.306.  Thank  you;  I think  that  is  all? — The  point 

is  one  of  very  grave  consideration  from  the  public 
point  of  view,  and  tho  questions  that  havo  been  asked 
have,  not,  I submit,  been  sufficient  to  bring  out  the 
main  point  of  consideration,  and  I was  rather  anxious, 
in  the  interests  I think  of  the  public  as  well  as  of  the 
mutual  societies  concerned,  that  perhaps  a further 
statement  might  be  made.  There  has  been  a wrong 
impression,  I submit,  with  regard  to  tho  character  of 
this  Association,  and  I submit  that  that  is  really  the 
one  grave  and  serious  trouble  that  we  have  had  m 
connection  with  the  administration  of  the  Income  Tax 
laws  as  they  stand,  for  some  time  past.  There  has  not 
been  a sufficient  appreciation  of  either  the  constitu- 
tion or  the  character  of  the  work  of  the  various 
associations  who  have  been  approached  by  tho  Inland 
Revenue  authorities  for  the  purpose  of  negotiating 
by  agreement  the  payment  of  the  tax,  and  my  grave 
point  is  this : I think  that  the  law  as  it  stands  with 

regard  to  the  payment  of  Income  Tax  for  all  mutual 
societies  is  sound  and  just  to-day,  but  I do  consider 
that  there  is  a misconception  of  the  work  and  char- 
acter of  mutual  societies  generally  amongst  the  Sur- 
veyors, with  the  result  that  very  grave  injustice  is 
done.  The  only  point  of  consideration,  I submit,  for 
the  Royal  Commission  is  the  future  legislation,  and  I 
am  only  urging  my  point  because  in  arranging  any 
new  laws  I think  the  difficulties  which  exist  to-day  in 
the  minds  of  the  Surveyors  can  be  avoided  by  a clearer 
expression  in  the  future  Acts  that  may  come  about. 

17.307.  I do  not  know  whether  you  are  going  to 
give  us  a long  discourse? — I have  finished;  I think 
that  is  sufficient. 
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17.308.  Allow  me,  please.  Up  to  now  you  seem  to 
have  addressed  yourself  to  the  proposition  that  the 
object  of  a trade  protection  society  ought  to  be  better 
understood.  Had  not  you  better  tell  us  what  it  is 
just  shortly? — That  is  the  first  point  I wish  to  answer 
Mr.  May  upon. 

17.309.  Get  to  business,  if  you  do  not  mind,  and  tell 
us  what  it  is? — The  Association  of  Trade  Protection 
Societies,  that  I represent  as  an  honorary  adviser,  was 
founded  in  1848  for  the  purpose  of  gathering  together 
the  great  societies  throughout  the  Kingdom,  which 
wore  then  known  as  trade  protection  societies.  Those 
trade  protection  societies  had  as  their  objects  the  same 
objects  that  have  been  had  from  time  immemorial 
amongst  the  collection  of- traders  in  each  town,  when 
they  met  together  for  the  purpose  of  discussing  im- 
portant matters  of  legislature,  and  also  the  question 
of  their  particular  trade  and  municipal  affairs.  The 
primary  object,  I submit,  of  the  trade  protection 
society,  as  originally  established,  was  for  the  purpose 
of  exchanging  views  with  regard  to  the  Acts  of  Parlia- 
ment that  affected  trade,  and,  as  an  illustration,  in 
1858  they  were  instrumental  in  passing  an  Act  for 
the  benefit  of  trade. 

17.310.  I am  very  sorry  to  interrupt  you  again, 

but  really  we  are  not  a public  meeting? — No,  it  is  not 
admitted 

17.311.  Would  you  kindly  listen  to  me.  It  is  not 
necessary  to  deliver  to  us  a long  address  as  though 
you  were  addressing  a public  meeting.  We  quite 
understand  a proposition  or  a definition,  and  we  want 
one  or  the  other.  Now  what  is  the  object  of  a trade 
protection  association? — To  assist  in  all  matters  of 
legislation  that  affect  trade ; to  extend  trade  through- 
out the  Kingdom  and  abroad ; to  give  information  to 
any  of  the  traders  throughout  the  Kingdom  and 
abroad  in  connection  with  their  status,  and  inquiries ; 
those  are  the  main  points.  The  question  of  debt 
collection  has  been  mentioned,  but  I submit  it  is  not 
the  main  point  at  all ; it  is  an  incidental  matter  of 
minor  importance. 

17.312.  Now  have  we  got  all  the  objects  for  which 
the  trade  protection  associations  exist? — Yes.  Then 
the  Association  of  Trade  Protection  Societies  is  an 
association  to  which  all  these  societies  are  affiliated, 
for  the  purpose  of  gathering  together  the  views  from 
various  centres  upon  matters  of  legislation  and 
matters  affecting  trade,  and  discussing  them  at  annual 
meetings  to  which  delegates  are  sent  from  all  parts 
of  the  Kingdom. 

17.313.  Mr.  Kerly : Thank  you. 

17.314.  Mr.  Bowerman : What  is  the  membership 
qualification? — The  return  was  sent  to  the  Board  of 
Trade  as  follows:  the  number  of  societies  in  1917 
was  93,  that  is,  in  England,  Wales.  Scotland  and 
Ireland,  the  number  of  members  38,288;  the  total 
income  £63,954,  and  the  total  reserve  funds  £86,260. 

17.315.  What  was  the  qualification  for  membership? 
— Each  society  has  a proper  constitution  and  defines 
in  its  district  the  qualifications  of  membership,  but 
generally  speaking,  they  are  manufacturers,  agricul- 
turists, wholesale  dealers  and  retailers,  and  when  I 
speak  of  retailers  they  are  large  stores  mostly,  such 
as  Harrods,  and  stores  of  that  character.  There  is 
a small  class  of  bankers  and  professional  men,  and 
that  composes  the  whole  of  them. 

17.316.  Mr.  May : I should  like  to  ask  one  ques- 
tion. Can  you  tell  us,  or  give  us  any  idea  as  to  how 
far  the  membership  of  these  associations  is  dupli- 
cated in  such  organisations  as  the  Traders’  Defence 
Association,  and  the  National  Chamber  of  Trade, 
and  the  British  Association  of  Chambers  of  Com- 
merce?— They  are  quite  distinct.  Alii  these  societies 
are  of  recent  origin.  Unfortunately,  there  are  many 


trade  protection  societies  now  that  are  not  in  any 
way  of  the  same  character  as  those  I represent. 

17.317.  And  the  membership  is  not  duplicated? — I 
think  not,  in  this  sense,  that  the  objects  are  dif- 
ferent. In  our  particular  case  we  have  registers 
containing  millions  of  entries  that  cannot  be  obtained 
by  any  new  society.  The  Chambers  of  Commerce 
cannot  obtain  it  except  by  purchase  or  by  years  of 
collection.  Those  registers  are  kept,  and  the  in- 
formation circulated  amongst  the  whole.  It  is  the 
interest  of  the  trading  community  to  join  these 
mutual  societies  to  get  the  advantage  of  that  mass  of 
information  which  has  been  collected,  as  I say,  in 
this  particular  case,  since  1842  in  London,  and  1848 
generally. 

17.318.  Sir  E.  Nott-Bower : I would  just  like  to 
put  one  question,  which  I think  would  enable  me 
personally  to  understand  the  position  better.  You 
take  exception  to  the  liability  to  pay  tax  which  is 
undertaken  by  agreement;  to  pay  tax  upon  what? — 
I have  been  asked  to  pay  tax  upon  the  surplus  of 
the  subscriptions  and  levies  over  and  above  the 
actual  expenditure  of  the  year. 

17.319.  So  that  the  result  is,  as  soon  as  the  money 
is  spent  the  allowance  is  made? — I agree. 

17.320.  If  the  manufacturer  did  these  things  for 
himself  he  would  be  allowed  the  expenses  when  the 
expenditure  was  incurred? — I agree. 

17.321 . Does  not  this  simply  take  it  a step  further ; 
instead  of  that  fie  hands  over  his  money  to  an  asso- 
ciation and  as  soon  as  that  association  spends  the 
money  it  gets  the  allowance? — By  this  agreement, 
yes.  It  has  now  been  decided,  because  I have  had  the 
test  that  we  are  not  liable  as  an  association  to 
Income  Tax. 

17.322.  Mr.  Kerly : Rightly  or  wrongly,  this  is  the 
view  taken.  A trader  desires  certain  services.  In- 
stead of  performing  them  for  himself  he  enters  into 
an  agreement  with  a mutual  society  by  which  they 
perform  them  for  him.  So  far  as  the  subscription 
he  makes  is  required  for  the  purpose  of  those  ser- 
vices, he  is  offered  exemption  from  tax  because  he 
is  told  that  if  the  society  will  treat  all  surplus  as 
profit  and  pay  tax  upon  it  then  he  may  deduct  his 
payment  from  his  profits;  but  if  the  society  will  not 
treat  that  surplus  as  profit  then  he-  is  told  that  he 
must  pay  the  tax  upon  his  own  subscription;  it  is 
a logical  position,  but  it  may  be  wrong? — -I  submit 
that  it  is  neither  logical  nor  right  in  this  sense: 
at  the  same  time  to  the  same  trader  the  Inland 
Revenue  authorities  say : “ we  will  allow  you  to 
deduct  the  whole  of  the  guinea  paid  to  a proprietary 
concern,  but  we  will  not  allow  you  to  deduct  the 
guinea  paid  to  a mutual  society.”  The  answer  that 
they  gave  me  when  I had  an  interview  upon  it  was 
that  the  proprietary  concern  pays  tax  and  the  mutual 
society  does  not.  My  argument  is  this : that  that 
is  entirely  wrong,  owing  to  the  fact  that  the  asso- 
ciation is  a different  entity  from  the  trader.  The 
trader’s  payment  stands  on  its  own  basis.  As  the 
law  now  stands,  and  I hope  as  the  law  will  be  in 
the  future,  if  he  pays  that  amount  for  the  purposes 
of  the  profit  in  the  ordinary  course  of  trade  he  is 
allowed  it.  That  does  not  interfere  at  all  with  the 
association.  When  we  take  the  association  itself  the 
law  has  also  decided  that  certain  of  them  shall  be 
liable  for  tax  and  certain  of  them  shall  not,  and  I 
say  that  it  is  absolutely  incorrect  for  that  purpose 
to  say : “ we  will  support  the  proprietary  concerns 
by  allowing  all  traders  to  pay  their  guinea  and  have 
it  deducted  ; we  will  not  support  the  mutual  societies 
because  the  mutual  societies  do  not  pay  tax,  although 
by  law  they  have  not  got  to  pay  a tax.” 

17.323.  Mr.  Kerly:  Thank  you. 
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Present  : 

LORD  COLWYN  (in  the  Chair). 

Mrs.  KNOWLES. 


Mr.  PRETYMAN. 

Sir  E.  E.  NOTT-BOWER. 

Sir  J.  S.  HARMOOD-BANNER. 
Sir  W.  TROWER. 

Mr.  HOLLAND-MARTIN. 

Mr.  ARMITAGE-SMITH. 

Mr.  BIRLEY. 

Mr.  WALKER  CLARK. 

Mr.  KERLY". 


Mr.  MACKINDER. 

Mr.  McLINTOCK. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 

Professor  PIGOU. 

Dr.  STAMP. 

Mr.  SYNNOTT. 


Mr.  Robert  Walker,  on  behalf  of  the  National  Traders’  Defence  League,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief  : — 

17.324.  (1)  The  National  Traders’  Defence  League 
is  representative  of  the  regular  traders  of  the  country, 
the  membership  being  composed  of  wholesale  and  re- 
tail merchants  in  all  trades,  also  of  manufacturers  and 
employers  of  labour. 

17.325.  In  addition,  the  League  represents  a num- 
ber of  other  traders’  organisations  associated  with  the 
League  in  their  work  of  defence  of  individual  enter- 
prise trading. 

17.326.  (2)  The  principal  object  of  the  National 
Traders’  Defence  League  is  defence  of  individual 
enterprise  trading  against  the  aggression  of  the  co- 
operative store  movement — also  to  inform  the  public 
by  lectures,  literature,  &c.,  in  regard  to  the  injurious 
effects  of  co-operative,  &c.,  stores  and  municipal 
trading  on  the  trade  of  the  country — to  use  every 
legitimate  means  to  bring  before  the  Legislature  the 
unjust  burden  which  traders  have  to  bear  in  compari- 
son with  co-operative  stores  in  reference  to  Income 
rfax  and  other  parliamentary  privileges — protection 
of  the  interests  of  its  members  in  connection  with 
parliamentary  Acts  affecting  traders,  &c.,  &c. 

17.327.  (3)  The  head  office  of  the  League  is  at  61, 
Corn  Exchange  Buildings,  Manchester;  general  secre- 
tary, Mr.  Robert  Walker. 

17.328.  (4)  In  leading  evidence  before  your  Com- 
mission the  League  protests  generally  against  the 
freedom  from  payment  of  Income  Tax  enjoyed  by  the 
co-operative  store  movement. 

17.329.  (5)  A large  volume  of  the  trade  of  the 
country  is  transacted  by  these  trading  concerns,  and 
the  freedom  referred  to  is  the  cause  of  serious  loss  to 
the  Revenue;  while  it  is  a gross  injustice  to  the 
regular  traders  of  the  country  and  to  ether  Income 
Tax  payers. 

17.330.  (6)  In  submitting  the  following  evidence  we 
base  our  figures  on  the  annual  returns  as  published 
by  the  Co-operative  Union.  Although  these  returns 
do  not  include  the  whole  of  the  Co-operative  Societies, 
the  figures  given  are  sufficient  for  the  purpose. 

17.331.  (7)  We  submit:  — 

(«)  That  the  Income  Tax,  while  nominally  a per- 
sonal tax,  is,  so  far  as  our  trade  and  com-  . 
merce  is  concerned,  a tax  on  the  trade  of 
the  country  or  the  resultant  produce  of 
trade. 

(b)  That  doing  in  round  figures,  two  hundred  and 
fifty  millions  sterling  trade  per  annum,  the 
co-operative  store  movement  ought  to  con- 
tribute that  two  hundred  and  fifty  millions’ 
proper  share  towards  the  maintenance  of 
the  State. 


(c)  That  this  large  volume  of  trade  pafcses  through 
their  hands  without  contributing  a penny 
to  this  Imperial  taxation. 

(rl)  That  for  the  year  1916  they  declared  sales 
amounting  to  £197,295,322,  and  declared 
a net  profit  of  £19,250,021,  and  placed  to 
reserve  funds  £681,188;  and  in  1917  the  cor- 
responding figures  were  £224,913,795, 
£18,194,600,  and  £1,346,963.  An  increase 
in  sales  of  £27,618,473  and  in  amount 
placed  to  reserve  of  £665,775,  but  a de- 
crease in  net  profit  of  £1,055,421.  Had 
they  been  assessed  to  Income  Tax  (un- 
earned rate)  they  would  for  the  year  1916 
have  been  charged  about  £4,800,000,  and  for 
the  year  1917  about  £5,500,000.  This 
profit  is  an  unearned  increment.  It  is  got 
apart  from  the  member’s  daily  emplov- 
ment,  and  is  gained  by  interfering  with  and 
reducing  the  regular  trade  of  the  country. 

(e)  That  their  trade,  in  common  with  that  of  all 
the  regular  traders  of  the  country,  is  only 
safely  conducted  by  and  through  the  de- 
fence rendered  by  our  Navy  and  Army,  and 
by  their  having  all  the  machinery  of  State 
at  their  service  equally  with  the  regular 
traders,  yet,  so  far  as  trade  taxation  is 
concerned,  the  whole  burden  of  Income  Tax 
is  thrown  upon  the  regular  traders;  which 
means  that  the  regular  trading  community 
have  not  only  their  own  taxation  to  pay, 
but,  in  addition  thereto,  on  say  about  two 
hundred  and  thirty  millions  less  trade  than 
otherwise  would  have  been  theirs,  have  to 
pay  a part  of  the  taxation  which  ought  to 
be  paid  by  the  Co-operative  Societies,  but 
is  not. 

(/)  This  freedom  from  the  burden  of  Income  Tax. 
coupled  with  the  additional  contribution 
the  regular  traders  are  thus  called  upon  to 
pay,  constitute  a double  injustice  which 
calls  for  long  delayed  remedy.  This  in- 
justice is  all  the  more  clamant  when  it  is 
taken  into  consideration  that  the  openly 
avowed  object  of  the  co-operative  movement 
is,  as  declared  in  a manifesto  they  issued 
broadcast  all  over  the  United  Kingdom,  as 
follows: — “ The  object  of  our  enterprise  is 
to  eliminate  the  principle  of  individualism 
from  trade  and  commerce  ....  it  is  ad- 
mitted that  private  enterprise  has  in  the 
past  stimulated  effort  and  conferred  many 
benefits  upon  the  country,  but  it  has  also 
been  the  source  of  much  that  is  evil  We 
propose  to  eliminate  it,  and  to  do  so  cer- 
tain changes  are  necessary.  As  hand 
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labour  has  been  all  but  entirely  superseded 
by  machinery,  with  universal  advantage, 
so  private  enterprise  will  be  compelled  to 
give  place  to  a better  and  more  perfect 
system,  of  which  co-operation  is  the 
pioneer;  ” or,  as  it  was  later  declared  by 
Mr.  W.  Lander,  a director  of  the  Co-opera- 
tive Wholesale  Society,  when  he  said,  “ 1 
make  no  secret  of  the  fact  that  we  are  out 
to  absolutely  do  away  with  the  private  in- 
dividual in  trade  and  production.” 

(g)  As  a further  injustice,  the  sums  annually 

placed  to  reserve  funds  (£681,188  in  1916 
and  £1,346,963  in  1917)  are  not  assessed  to 
Income  Tax,  whereas  sums  so  placed  by 
the  regular  traders  of  the  country  are 
assessed. 

( h ) This  freedom  from  assessment  to  Income  Tax 

is  practically  equivalent  to  the  Government 
giving  them  a bounty  of  five  or  five  and  a 
half  millions  per  annum,  the  better  to 
enable  them  to  carry  out  their  object  of  ex- 
terminating the  traders  of  the  country. 

(i)  In  connection  with  the  Excess  Profits  Duty  we 

submit  that  the  manner  in  which  they  were 
allowed  to  escape  payment  of  this  (par- 
tially or  totally)  after  the  distinct  under- 
standing and  arrangements  come  to  be- 
tween the  Inland  Revenue  authorities  and 
the  co-operative  representatives,  is  a 
further  grievance,  as  also  is  the  manner 
in  which  they  have  been  left  entirely  free 
from  prosecutions  and  penalties,  when  in- 
dulging in  procedure  to  evade  payment  of 
the  Excess  Profits  Duty  by  committing 
acts  which  were  in  contravention  of  the 
penal  clauses  of  the  Finance  (No.  2)  Act, 
1915. 

17.332.  (8)  In  the  endeavour  to  escape  payment  of 
their  just  share  of  the  taxation  of  the  country  they 
are  now  seeking  to  drop  the  use  of  the  term  “ profit  ” 
and  substituting  other  terms  such  as  “ surplus  ” and 
“ savings,”  &c.,  whereas  the  fact  is  that  one  of  the 
principal  inducements  they  have  held  out  to  the  public 
to  join  the  stores  has  been  that,  in  the  dividends  de- 
clared, they  would  receive  the  profits  of  their  trading 
which  would  go  into  their  own  pockets  instead  of  into 
the  pockets  of  the  traders. 

17.333.  (9)  In  connection  with  the  fact  that  the  In- 
land Revenue  authorities  do  not  now  consider  that 
co-operative  profits  or  dividends  are  taxable  income, 
we  respectfully  submit  that  there  is  no  legal  authority 
for  this,  and  that  the  instructions  they  have  issued 
regarding  this  should  be  withdrawn.  We  call  the  at- 
tention of  the  Royal  Commission  to  the  fact  that 
municipalities  are  charged  Income  Tax  on  the 
resultant  produce  of  their  trading  operations. 

17.334.  (10)  We  also  submit  that  the  manner  in 
which  the  Co-operative  Societies  have  enjoyed  privi- 
leges over  traders,  especially  of  late  years,  is  a 
grievance,  and  that  no  privileges  should  be  granted  to 
these  societies  that  are  not  also  fully  granted  to  the 
regular  traders  of  the  country.  And  in  like  manner 
that  all  disabilities  and  disadvantages  imposed  upon 
the  regular  traders  should  be  also  imposed  upon  the 
Co-operative  Societies. 

17.335.  (11)  The  Co-operative  Societies  are  simply 
concerns  trading  for  profit  and  do  not  confine  them- 
selves to  dealing  only  with  their  members.  They 
also  deal  with  non-members.  They  are  now  desirous 
of  minimising  this  and  professing  to  be  very  willing 
to  give  up  dealing  with  non-members  if  they  are  left 
free  from  assessment  to  Income  Tax ; but  in  the 
following  extract  from  a pamphlet  entitled  “The 
Wholesale  of  to-day,”  published  by  the  Co-operative 
Wholesale  Society,  they  said  “ that  the  ordinary 
retail  store  is  open  to  the  general  public,  is  merely 
evidence  that  co-operators  are  anxious  that  every- 
body should  join  them,  and  non-member  trading  is  a 
most  efficient  system  of  propaganda. 


17.336.  (12)  They  also  tender  for  public  and  other 
contracts  and  execute  same  and  as  their  accounts  in 
the  departments  are  generally  massed,  it  is  not 
shown  whether  there  has  been  profit  or  loss  on  these 
contracts. 

17.337.  (13)  As  a further  spread  of  these  societies, 
if  accomplished,  is  calculated  to  lisplace  more  of  the 
Income  Tax  paying  traders  of  the  country  they  should 
be  compelled  to  replace  the  taxation  they  displace. 

17.338.  (14)  As  the  co-operative  store  movement 
has  reduced,  and,  should  it  spread,  will  still  further 
reduce,  the  rateable  value  of  shop  and  other  pro- 
perty, thereby  increasing  rates  and  throwing  a 
heavier  burden  of  fates  on  the  traders,  which  again 
is  calculated  to  reduce  the  number  of  Income  Tax 
paying  traders,  and  also  the  amount  of  Income  Tax 
payable  by  those  who  will  still  be  liable  to  assessment, 
they  should  be  assessed  to  Income  Tax  to  replace 
what  they  displace. 

17.339.  (15)  Should  the  avowed  aim  of  the  co- 
operative movement,  viz. : the  extermination  of  the 
traders  be  achieved,  the  revenue  at  present  derived 
from  Income  Tax  on  traders  will  he  entirely  done 
away  with,  and,  the  trade  being  all  conducted  by  the 
co-operative  movement,  the  Chancellor  of  the  Ex- 
chequer would  then  be  compelled  to  impose  taxation 
of  some  kind  on  the  co-operative  movement  to  main- 
tain the  revenue  of  the  nation.  As  the  co-operators 
have  accomplished  this  object  to  the  extent  of  two 
hundred  and  fifty  millions  annually,  we  submit  that 
the  Chancellor  of  the  Exchequer  should  at  once  deal 
with  this  two  hundred  and  fifty  millions  of  their 
trade  in  the  way  in  which  he  would  be  compelled  to 
deal  with  the  then  volume  of  their  trade  in  the  event 
of  their  gaining  their  aim. 

17.340.  (16)  One  reason  given  by  the  Co-operative 
Societies  why  they  should  not  be  assessed,  is  because 
they  cater  for  the  poor.  This  we  emphatically  deny. 
They  do  not  do  anything  for  the  poor,  and  never 
have  done  anything,  except,  so  far  as  we  are  aware, 
in  one  instance  which  only  lasted-  for  a few  months. 

17.341.  (17)  Another  argument  the  co-operators 
advance  is  that  the  call  for  their  being  assessed,  to 
Income  Tax  is  the  outcome  of  a desire  iio  tax  the 
poor  man’s  income.  This  we  deny,  for  the  reason 
given  in  foregoing  paragraph,  No.  16,  and  for  the 
further  reason  that  we  have  no  desire  to  tax  any 
man’s  income,  but  only  the  unearned  increment  as 
detailed  in  clause  7,  section  (d). 

[ This  concludes  the  evidence-in-chief  .J 

17.342.  Chairman : Your  evidence-in-chief  has  been 
before  the  Commissioners,  and  ,wj  shall  commence  at 
once  an  examination  of  your  statement.  Dr.  Stamp 
will  be  the  first  examiner. — Will  there  be  any  ex- 
planation allowed  of  these  paragraphs  in  our 
evidence  ? 

17.343.  You  will  be  allowed  every  opportunity  to 
elucidate  your  points.  You  will  find  that  in  the 
examination  all  the  points  that  are  down  here  will 
be  pretty  well  looked  into  by  the  Commissioners,  and 
if  there  is  anything  in  addition  that  you  want  to 
say  to  the  Commission  it  will  be  quite  agreeable  to 
us. — Thank  you. 

17.344.  Dr.  Stamp : From  your  evidence  we  under- 
stand that  you  consider  the  fact  that  the  co-operative 
movement  is  free  from  taxation  in  the  nature  of 
Income  Tax  is  unjust? — We  do,  that  is,  as  regards 
Schedules  C and  D. 

17.345.  Is  it  your  view  that  those  co-operators  are 
already  within  the  charge,  or  that  for  some  reason 
or  other  they  have  been  allowed  to  escape  so  that 
they  are  not  within  the  charge  and  ought  to  be 
brought  within  it  by  law? — They  are  not  within  the 
sharge,  in  this  way,  that  the  Inland  Revenue  autho- 
rities take  the  case  of  the  City  of  New  York  Life 
Insurance  Company  v.  Styles  (heard  some  consider- 
able time  ago,  without  the  Co-operative  Societies 
having  been  mentioned  in  that  case)  as  covering  co- 
operative dividends,  and  since  then  the  Inland 
Revenue  authorities  have  not  assessed  co-operative 
dividends ; so  as  it  stands  at  present,  presuming  a 
man  had  £500  a year  income  and  in  addition  to  that 


862 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


22  October , 1919.] 


Mr.  Robert  Walker. 


[ Continued . 


has  £10  or  £20  of  dividend  from  the  Co-operative 
Societies,  he  can  refuse  to  pay  Income  Tax  on  that 
£10  or  £20,  and  if  it  is  charged  and  tax  is  paid  all 
that  he  has  to  do  is  to  apply  to  the  Inland  Revenue 
authorities  and  have  the  money  refunded.  The  In- 
land Revenue  authorities  hold  now  that  the  Co- 
operative Societies’  dividends  are  not  taxable. 

17.346.  The  point  I want  to  get  at  is  this:  is  the 
ground  of  your  evidence  that  the  Inland  Revenue 
have  wrongly  construed  the  law  and  that  the  co- 
operative profits  are  already  within  the  charge;  or 
do  you  acknowledge  that  they  are  not  within  the 
charge  but  say  that  there  should  be  a change  in  the 
law,  and  that  they  ought  to  be  brought  within  the 
charge? — We  say  that  they  are  really  within  the 
charge,  and  that  in  connection  with  the  first  Acts 
that  were  passed  in  connection  with  Industrial  and 
Provident  Societies  their  dividends  were  chargeable. 

17.347.  As  profits  upon  the  company,  or  as  divi- 
dends received  by  the  recipients? — Dividends  received 
by  the  recipients. 

17.348.  Under  what  Case  of  Schedule  D would  they 
be  chargeable? — It  was  in  one  of  the  earlier  Acts  in 
connection  with  Industrial  and  Provident  Societies; 
in  fact,  I think  in  two  of  the  earlier  Acts.  Shall 
I read  the  section? 

17.349.  No,  thank  you.  I only  want  to  know  what 
your  view  is.  Your  view  is  that  they  are  already 
within  the  law,  but  by  administrative  action  they 
have  been  allowed  to  escape?— Yes.  We  hold  that 
the  Inland  Revenue  authorities  in  taking  that  deci- 
sion of  the  House  of  Lords  and  making  it  applicable 
to  the  co-operative  dividends  are  going  outside,  if 
I may  he  allowed  the  use  of  the  word,  the  scope  of 
what  they  should  do.  It  is  now  being  held  by  them 
to  exempt  the  Co-operative  Societies  from  Income  Tax 
under  Schedules  C and  D. 

17.350.  Do  you  think  that  any  alteration  is  re- 
quired in  the  law  in  order  to  effect  the  charge? — The 
alteration  is  required  because  of  section  24  of  the 
Industrial  and  Provident  Societies  Act,  which  dis- 
tinctly states  that  no  Co-operative  Society  shall  he 
assessable  to  Income  Tax  under  Schedules  C and  D, 
unless  the  number  of  its  shares  is  limited  and  it 
sells  to  non-memhers;  one  of  the  alterations  in  the 
law  will  be  the  deletion  of  that  section  24  of  the 
Industrial  and  Provident  Societies  Act. 

17.351.  When  that  alteration  of  the  law  is  given 
effect  to,  if  it  is,  then  the  Co-operative  Society  as  a 
whole  will  he  chargeable? — Yes. 

17.352.  I want  to  get  clearly  from  you  whether 
you  think  an  alteration  in  the  law  is  required,  or 
merely  that  we  are  to  understand  that  they  are 
already  charged  by  law,  but  have  been  allowed  to 
escape  by  the  administration? — Our  idea  is  that  they 
are  assessable  to  Income  Tax  in  the  spirit  of  the 
Industrial  and  Provident  Societies  Acts;  hut  from 
what  has  been  taking  place  of  late  years  through  the 
Inland  Revenue  office  we  hold  that  there  will  have 
to  he  a definite  alteration  to  make  it  fixed  and  de- 
finite that  these  Co-operative  Societies,  on  the 
£250,000,000  of  trade  that  they  are  doing,  ought 
to  pay  their  fair  share  of  the  upkeep  or  the  State. 

17.353.  Do  you  think  the  law  on  the  matter  is 
doubtful;  is  that  why  you  want  a change  in  the  law? 
— It  is  not  exactly  doubtful,  because  it  is  decided  in 
the  Industrial  and  Provident  Societies  Act,  section 
24,  that  they  shall  not  be  assessed  unless  they  do 
both  of  these  two  things,  that  is,  limit  the  number 
of  their  shares  and  sell  to  non-memhers. 

17.354.  Therefore  at  the  present  time  it  is  outside 
the  Act  to  charge  them ; it  would  be  illegal  to  charge 
them  at  present? — It  would  he  illegal  to  charge  them 
at  present  unless  they  did  both  of  these  two  things 
mentioned  in  the  Industrial  and  Provident  Societies 
Act. 

17,855.  Therefore  you  are  not  basing  your  evidence 
this  morning  on  the  ground  that  they  are  already 
within  the  law  and  have  been  allowed  to  escape 
by  the  administration,  but  you  admit  that  the  law 
is  against  the  charge  and  wants  altering? — The  law 
as  it  is  in  these  Acts  is  against  the  charge. 


17.356.  At  present  it  is  illegal  to  charge  the  sur- 
plus or  profit  of  a Co-operative  Society? — Unless  they 
do  both  of  these  things. 

17.357.  Apart  from  that  it  is  illegal? — Yes,  because 
of  this  Act  of  1893;  that  section  was  not  altered  by 
the  amending  Act  of  1913. 

17.358.  The  evidence  that  is  being  given  by  one 
and  another  on  this  subject  is  a little  confusing,  for 
this  reason : some  say  the  law  wants  altering  because 
they  are  not  already  chargeable,  and  others  say  thej 
are  chargeable,  but  they  have  been  allowed  to  escape 
by  administration.  I want  to  have  it  clear  from 
you  which  your  view  is.  I take  it  your  view  is  that 
it  would  be  illegal  to  charge  them  at  present,  but  the 
law  should  be  altered  ? — So  long  as  that  section 
stands. 

17.359.  Let  us  pursue  that.  Suppose  that  a charge 
can  be  made  upon  them  and  is  made  upon  a Co- 
operative Society  upon  the  whole  of  its  surplus  or 
dividends,  I suppose  you  would  admit  that  the  calcu- 
lation of  the  profit  should  be  made  in  the  same  way 
as  for  a limited  company? — VVe  are  in  this  position  : 
I may  say  we  are  not  submitting  any  scheme.  We 
considered  the  matter  in  a conference  of  all  the 
numerous  organisations  that  we  are  representing  here 
to-day  besides  our  own  organisation,  and  we  decided 
not  to  submit  any  scheme,  for  this  reason,  that  wo 
understand  that  the  whole  question  of  the  Income 
Tax  is  to  he  put  into  the  melting  pot  and  something 
of  an  equitable  character  is  to  be  devised.  That 
being  so,  and  not  having  any  idea  of  what  is  going 
to  be  the  upshot  of  this  inquiry,  not  knowing  any 
thing  about  what  is  going  to  be  the  alteration,  if 
any  alterations  are  to  he  made,  we  felt  it  would  be 
invidious  on  our  part  to  submit  any  scheme  until 
we  have  some  idea  of  what  the  basis  of  the  future 
Income  Tax  is  to  be.  As  soon  as  that  is  done  we 
are  at  the  service  of  this  Royal  Commission  or  th-> 
Chancellor  of  the  Exchequer  to  assist  in  every  pos- 
sible way  we  can  to  devise  an  equitable  scheme  for 
the  assessment  of  these  societies ; hut  we  do  not 
submit  any  scheme  at  present.  We  heard  after- 
wards that  it  would  he  advisable  to  submit  a scheme, 
and  we  called  another  conference  of  representatives 
from  all  these  different  organisations,  at  the  same 
time  asking  them  for  ideas  with  regard  to  it.  They 
sent  us  in  those  ideas;  different  proposals  were  sent 
in  to  us.  We  sent  these  proposals  out  to  all  our  or- 
ganisations, but  they  decided  to  re-affirm  their  former 
decision  that  it  would  not  be  the  right  thing  to 
submit  any  scheme  just  now  until  it  was  known  to 
a certain  extent  what  the  basis  of  the  Income  Tax, 
or  whatever  the  tax  is  going  to  be  called  in  the  future, 
is  to  he.  Immediately  that  is  done  we  will  do  all 
that  we  possibly  can  to  assist  either  this  Royal  Com- 
mission or  the  Chancellor  of  the  Exchequer  in  devis- 
ing a thoroughly  equitable  scheme  for  the  assessment 
of  the  societies. 

17.360.  I will  not  ask  you  for  a scheme  but  I will 
ask  you  if  you  will  tell  me  how  in  your  opinion  it 
would  work  out  compared  with,  we  will  say,  a 
limited  company.  You  say  now  that  it  is  illegal  to 
charge  a Co-operative  Society  under  Schedules  C 
and  D,  and  in  order  that  the  Inland  Revenue  should 
be  within  the  law  in  charging  it  an  alteration  in 
the  law  is  required;  that  is  at  present  your  position, 
is  not  it? — Yes.  I think  we  have  arrived  at  that 
on  the  basis  of  section  24. 

17.361.  Therefore  do  you  still  stand  by  paragraph  9 
of  your  evidence : “ In  connection  with  the  fact  that 
the  Inland  Revenue  authorities  do  not  now  consider 
that  co-operative  profits  or  dividends  are  taxable 
income,  we  respectfully  submit  that  there  is  no  legal 
authority  for  this,  and  that  the  instructions  they 
have  issued  regarding  this  should  be  withdrawn  ”? — 
Yes. 

17.362.  What  you  have  said  I think  rather  super- 
sedes that,  does  it  not? — Not  exactly.  In  inserting 
this  paragraph  9 in  our  summary  of  evidence  we  in- 
tended to  give  expression  to  our  feeling  that  the 
Inland  Revenue  authorities  in  acting  as  they  have 
done,  in  considering  these  dividends  as  noil-taxable 
income,  in  our  opinion  have  been  making  a mistake 
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17  363.  Let  us  suppose  that  the  Inland  Revenue 
office  withdraws  any  instructions  that  it  has  issued, 
will  that  in  itself  enable  assessments  to  be  made  it 
it  is  illegal  to  make  them? — Not  until  that  section 
is  withdrawn  from  the  Act. 

17  364  The  first  thing  to  do  is  to  get  the  section 
withdrawn?— If  the  section  is  withdrawn  this  falls. 

17  365.  Then  the  Inland  Revenue  will  simply  follow 
the  law  in  the  ordinary  way?— That  is  so. 

17  366  It  looks  from  your  paragraph  9 as  it  the 
only' thing  standing  in  the  way  of  getting  what  you 
want  is  an  Inland  Revenue  instruction  ?— No.  the 
Inland  Revenue  instruction  is,  shall  I say,  an  out- 
come  of  that  case  which  was  tried  in  the  House  of 

Tj°17367.  Is  'that  not  case  law?— Yes,  but  it  was 
only’ in  connection  with  that  particular  case  of  the 
Mutual  Life  Insurance  Company.  This  is  a trading 

17  368  The  position  is  this,  is  it  not,  that  if  it 
is  illegal  to  charge  a Co-operative  Society  the  in- 
structions  of  the  Inland  Revenue  cannot  make  any 
difference  either  way;  it  is  still  illegal?— Yes,  that 
would  he  so  long  as  that  section  remains.  „ 

17  369  Therefore  what  your  paragraph  really 
amounts  to  is  not  that  “ we  respectfully  submit  there 
is  no  legal  authority  for  this,”  but  “ we  respectfully 
submit  that  they  are  acting  in  accordance  with  the 
law,  but  they  should,  by  a change  in  the  law,  be 
empowered  to  act  otherwise  ; that  is  really 7*“* 
you  mean,  is  it  not?— But,  pardon  me,  the  reason 
why  we  put  that  in  is  that  at  the  time  the  Inland 
Revenue  authorities  made  this  first  statement  regard- 
ing Co-operative  Societies  it  was  not  because  of 
section  8 of  the  Customs  and  Bovenue  , 
hecanse  of  this  case  that  was  decided  in  th® . House 
of  Lords,  and  we  are  referring  to  that.  As  the  Co- 
operative Societies  were  not  mentioned  at  au  m 
cinneetion  with  that  ease,  therefore  the  ^tractions 
that  have  been  sent  out  by  the  Revenue  authorities 
on  the  basis  of  that  case  ought  to  bo  withdrawn, 
but  that  is  entirely  apart  from  section  !A. 

17,370.  Have  the  Inland  Revenue  authorities 
issued  any  instructions  on  the  authority  of  that  case . 

17  371.  Have  vou  not  told  us  that,  while  there  is 
that  section  in  the  Act,  which  is  in  fact  there  they 
cannot  charge  them;  it  is  illegal  to  charge  them. 
What  difference  can  an  instruction,  or  a reason  make 
if  the  Act  is  there?  The  Act  is  again^  the  Inland 
Revenue  making  the  charge,  is  it  not?  . 

17.372.  What  difference  at  all  can  any  instruction 
that  they  may  give  make  to  the  situation?— Well, 
it  might  not.  I am  referring  to  this,  and  we  are 
only  pointing  out  how  the  Inland  Revenue  did  that 

17.373.  I suggest  to  you  it  all  comes  to  this,  that 

you  really  want  a change  in  the  law ; it  is  not  some- 
thing the  Inland  Revenue  can  do?— Nothing  that  the 
Inland  Revenue  can  do.  The  Inland  Revenue  cannot 
withdraw  that  section ; it  must  be  done  by  the  House 
of  Commons.  T , . 

17  374.  Thank  you ; that  is  the  point  I want  to 
get  on  paragraph  9.  Assuming  that  that  change  in 
lie  law  is  made,  will  yon  follow  through  this  parallel? 
Yon  have  a limited  oompany  with,  sav,  100  share- 
holders. Their  shops  make  a profit,  and  are  assessed 
to  Income  Tax,  and  a dividend  is  paid  out  of  that 
profit  to  those  shareholders.  We  will  say  90  out  ot 
the  100  are  people  who  are  not  liable  to  Income  lax, 
because  their  total  incomes  from  all  sources,  including 
these  dividends,  are  below  the  .xemption,  plus  e 
wives’  and  children’s  allowances— below  the  effective 
charge  to  the  tax— and  therefore  they  come  to  the 
Revenue  and  they  get  back  the  tax.  on  their  divi- 
dends; that  is  clear,  is  it  not?-  That  is  the  practice. 
— That  is  so. 

17.375.  The  Co-operative  Society  under  your  pro- 
posed change  of  the  law  also  consists  of  100  members, 
and  is  the  same  in  all  other  respects;  these  membeis 
receive,  not  a dividend  on  the  capital  they  have  go 
in  the  society,  but  a so-called  dividend  on  their 
purchases?  That  is  the  point,  is  it  not?—  That  is  so. 

17.376.  Assuming  for  the  moment  that  the  law 
makes  that  dividend  or  surplus  parallel  to  or  similar 
to  the  dividend  on  the  capital  that  the  other  people 


have  in  their  company,  then  out  of  this  100  members 
a certain  proportion,  we  will  say  80  or  90,  would  be 
entitled  to  come  to  the  Revenue,  would  they  not, 
for  similar  treatment? — Nothing  like  that  percentage 
now. 

17.377.  What  percentage  is  it? — Nothing  at  all 
like  that  percentage,  because  they  have  not  got  poor 
people  in  the  Co-operative  Societies;  they  have  got 
the  better-paid  workers,  and  they  have  got  a 
certain  section  of  the  middle-class,  and  with  the 
enormous  increase  of  wages  in  late  years,  and  the 
reduction  from  £160  to  £130,  the  proportion  of  actual 
co-operators  who  would  be  left  out,  that  is,  who  would 
be  able  to  claim  repayment,  is  nothing  at  all  like  that 
percentage. 

17.378.  Is  that  an  expression  of  opinion,  or  have 
you  actual  sample  figures  to  show  what  proportion  of 
a given  society  would  be  liable? — My  statement  is 
based  upon  knowing  in  a number  of  different  districts 
the  quality,  if  I may  use  the  term,  of  the  members 
of  those  districts. 

17.379.  The  average  member,  I take  it,  is  a married 
man  with  a wife  and  family? — Yes. 

17.380.  What  do  you  take  to  be  the  average  level 
of  income  that  such  a unit  would  have  before  it 
is  liable  to  Income  Tax? — It  depends  on  whether  the 
man’s  wife  is  living  and  on  the  number  of  children 
that  he  has. 

17.381.  That  is  the  normal  case,  is  it  not — a wife 
and  family? — Yes. 

17.382.  What  would  be  the  average  level? — I should 
say  the  average  would  run  about  £180  to  £200. 

17.383.  You  think  that  the  majority  of  the  members 
of  the  Co-operative  Societies,  or  a very  large  per- 
centage of  them,  have  a higher  income  than  that? — 
Yes. 

17.384.  What  proportion? — I could  not  exactly  say 

the  proportion.  At  the  last  inquiry  with  regard 
to  Income  Tax  the  co-operators  put  it  out  that 
only  2 per  cent,  of  the  members  of  the  Co-operative 
Societies  would  be  liable  to  payment  of  the  assess- 
ment; that  the  others,  about  98  per  cent.,  would 
be  entitled  to  rebate.  They  based  that  upon  a 

most  flimsy  and  ridiculous  set  of  statements  that 
were  got  out  by  the  secretaries  of  the  various 
Co-operative  Societies,  who  replied  that  they  guessed 
this,  they  judged  that,  and  they  thought  the 
other  thing,  and  they  mentioned  that  there  were  so 
many.  Upon  that  the  Co-operative  Union  based  the 
direct  statement  to  the  Income  Tax  Committee  that 
about  2 per  cent,  only  would  he  assessable  to  Income 
Tax.  That  view  was  not  worth  any  credence  what- 
ever, because  there  was  nothing  behind  it.  The 
actual  facts  are  that  they  have  not  got  the  poor;  it 
is  the  better  class  of  workers  that  they  have.  They 
do  not  want  the  poor,  and  will  not  have  them  in  at 
all  if  they  can  help  it. 

17.385.  In  fact,  the  co-operators  have  given  us  a 
lot  of  surmises,  and  you  are  going  to  give  us  the 
actual  facts? — I am  going  to  give  you  the  actual 
facts  so  far  as  our  observation  is  concerned. 

17.386.  Did  not  they  give  us  the  actual  facts  so 
far  as  their  observation  was  concerned? — They  gave 
it  as  a fact,  but  at  the  same  time  they  gave  copies 
of  the  letters  that  were  returned  by  the  secretaries, 
in  which  there  was  not  a single  definite  statement; 
if  was  all  guessing  and  thinking  and  imagining. 

17.387.  You  have  got  something  better  than  guess- 
ing, thinking,  and  imagining  to  give  us  as  evidence 
of  the  fact  that  the  large  proportion  of  co-operatbrs 
effectively  pay  Income  Tax? — Should  pay. 

17.388.  Effectively  are  liable? — Yes. 

17.389.  Can  you  tell  us  the  nature  of  that  evidence? 

The  nature  of  that  evidence  is  our  knowledge  and 

observation  of  the  quality  of  the  members  of  the 
Co-operative  Societies  in  the  different  districts  of 
the  country. 

17.390.  When  you  speak  of  “ our,”  have  you  had  a 
kind  of  circular  sent  to  a large  number  of  people? — 
By  “our  ” I mean  our  Federation  and  our  members 
all  over  the  country. 

17.391.  Surely  the  oo-operators  gave  the  results  of 
their  opinions  and  observations ; is  there  any  reason 
why  your  opinions  and  observations  should  be  re- 
garded as  of  a higher  order  of  fact  than  theirs? — In 
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sending  in  these  returns  we  are  going  upon  actual 
observation  on  our  part;  they  were  going  upon 
guesses  and  imaginations  of  other  people  who  sent 
them  in  to  them. 

17.392.  Did  they  say  that  in  their  answer  they 
were  guessing  or  imagining? — Most  distinctly;  I 
have  it  here. 

17.393.  So  far  as  we  are  concerned  it  is  just  a 
question  of  one  statement  of  opinion  against  another 
unless  you  can  show  us  some  collected  evidence? — Of 
course  you  understand  it  is  impossible  for  us  to  give 
you  figures  regarding  them,  because  not  only  do  the 
co-operators  keep  their  own  counsel,  which  they  are 
quite  entitled  to  do,  but  also,  instead  of  giving  a 
list  to  the  Registrar  in  their  annual  returns  of  the 
names,  business  and  addresses  of  all  the  members  of 
the  societies,  they  only  give  numbers  so  you  can 
understand  how  difficult  it  is  for  people  outside  to 
bring  up  a definite  statement  regarding  the  income; 
so  that  we  are  forced  back  upon  our  own  observation. 

17.394.  From  your  observation  what  is  the  average 
wage  of  the  members  of  Co-operative  Societies? — 
Well,  it  is  hard  for  me  to  say  anything  of  that 
kind. 

17.395.  Put  it  in  another  way.  What  proportion  of 
the  total  members  do  you  think-  are  effectively  liable 
to  Income  Tax? — Or  will  be  liable. 

17.396.  At  the  present  time,  or  were  last  year? — 
That  is,  presuming  that  that  section  were  away? 

17.397.  Yes? — I would  say  I would  very  nearly 
reverse  the  figures;  instead  of  saying  that  about  70 
or  80  per  cent,  would  be  able  to  claim  repayment,  I 
would  reverse  the  percentage,  and  that  would  be 
very  much  nearer  the  point. 

17.398.  You  think  only  some  20  per  cent,  are  below 
the  effective  level  of  Income  Tax  liability? — 20  to  30 
per  cent. 

17.399.  And  70  to  80  per  cent,  are  above  the  limit? 
—Yes. 

17.400.  There  are  some  3,000,000  odd  members  of 
the  Co-operative  Societies? — Yes. 

17.401.  What  is  the  average  wage  of  the  workers  at 
the  present  time? — In  the  3,000,000  odd  you  must 
remember  they  have  open  membership  now,  and  this 
was  done  to  evade  the  payment  of  Excess  Profits 
Duty.  Before  that  as  a rule  in  the  Co-operative 
Societies  only  the  father  or  the  mother  could  be  a 
member — only  one  out  of  the  household;  now  the 
father  and  the  mother  and  all  .the  children  can  be 
members. 

17.402.  I will  not  follow  that.  Tell  us  what  the 
total  number  of  members  was  before  that  operation? 
— I take  it  roughly  at  3,000,000  as  a round  figure. 

17.403.  Of  that  3,000,000,  about  600,000  to 
900,000  would  in  your  opinion  be  people  whose  in- 
comes were  below  the  effective  limit  of  charge? — Yes. 

17.404.  And  the  balance  of  2,100,000  to  2,400,000 
■would  be  people  whose  incomes  were  above  the 
effective  level  of  charge? — About  that. 

17.405.  The  effective  level  of  charge  in  your 
judgment  is  somewhere  between  £180  and  £200? — 
Yes,  about  that. 

17.406.  What  is  the  average  wage  at  the  present 
time  of  the  working  classes? — I could  not  say  as  to 
that,  but  their  wages  are  very  considerably  increased 
from  what  they  were  pre-war. 

17.407.  But  what  would  they  be,  taking  them  right 
through? — Well,  it  all  depends  on  the  grade  of  work 
that  they  were  doing. 

17.408.  You  have  taken  here  a very  large  section 
of  the  wage-earning  classes,  and  unless  you  can  show 
that  the  average  wage  of  the  working  classes  is  rather 
above  this  level  of  effective  liability  the  onus  of  proof 
is  rather  severely  upon  you  to  show  that  you  have 
such  an  exceptional  sample  of  the  working  classes? — 
The  basis  of  our  contention  is  this:  apart  altogether 
from  what  income  individual  members  of  the  societies 
may  possess,  the  rock  bottom  of  our  contention  is 
that  the  Co-operative  Societies  are  doing  £250,000,000 
of  the  trade  of  the  country.  That  trade  is  only 
safely  carried  on  through  the  protection  and  defence 
of  onr  Navy  and  Army,  and  having  all  the  machinery 
of  the  State  at  their  beck  and  call  the  same  as  the 
traders  have,  and  they  do  not  pay  one  single  penny 
of  this  Imperial  taxation  towards  that. 


17.409.  We  will  come  to  that.  May  I follow  through 

the  parallel  I was  making  between  the  limited  com- 
pany and  the  Co-operative  Sooiety.  We  will  assume 
for  a moment,  that  after  a revision  of  the  law,  the 
total  profit  is  now  chargeable  and  is  charged  by  the 
Inland  Revenue  under  the  new  section.  Some  of  the 
members  at  least — 20  to  30  per  cent,  in  your  judg- 
ment, but  a much  larger  percentage  in  the  judgment, 
of  other  people — are  below  the  effective  level  off 
liability  and  can  come  to  the  Inland  Revenue  for  ai 
return  of  the  tax  deducted  from  their  dividends.  Is; 
that  so? — That  is  so  unless  an  alteration  in  the  law 
is  made  that  no  such  relief  will  be  allowed;  that  is. 
quite  on  the  cards.  . 

17.410.  In  the  case  of  a limited  company,  if  its; 

profits  were  £10,000  as  shown  in  its  accounts, . for 
the  purposes  of  Income  Tax  that  would  be  divided1 
into  two  parts.  You  would  take  away  first  of  all 
the  Schedule  A value  on  any  property  that  it  owned, 
say  £2,000.  It  would  be  charged  on  £2,000  under 
Schedule  A,  and  on  the  balance  of  £8,000  under 
Schedule  D.  But  if  every  shareholder  of  that 
limited  company  were  exempt  from  Income  Tax  the 
Inland  Revenue  would  have  to  repay  the  tax  on  the 
whole  of  the  £10,000,  both  the  £8,000  assessed  under 
Schedule  D and  the  £2,000  assessed  under  Schedule 
A,  would  it  not? — I do  not  know  about  the  £2,000 
under  Schedule  A.  • 

17.411.  If  £10,000  were  paid  out  in  dividends,  and 
everyone  who  received  them  was  exempt,  they  would 
get  back  the  whole  of  the  tax? — Yes. 

17.412.  That  tax  would  have  been  paid  to  the 
Revenue  in  two  forms,  Schedule  D and  Schedule 
A.  The  Co-operative  Societies  pay  under  Schedule 
A? — They  do. 

17.413.  Have  you  any  idea  how  much  they  pay? — 
I do  not  know. 

17.414.  Do  you  imagine  that  if  the  exempt  co- 
operators  came  up  for  repayment  of  the  tax  deducted! 
from  their  dividends  it  might  be  possible  that  the 
whole  of  the  Schedule  D would  be  repaid  to  them, 
and  a part  of  Schedule  A? — The  whole  of  Schedule 
D certainly. 

17.415.  And  a part  of  Schedule  A possibly? — 
Possibly ; I am  not  aware  of  that. 

17.416.  You  know  at  the  present  time  that  the 
Revenue  gets  a very  large  sum  under  Schedule!  A 
from  Co-operative  Societies  of  which  they  have  to> 
repay  nothing? — That  is  so. 

17.417.  If  your  clause  were  brought  in  it  might 
very  likely  have  to  re-pay  part  of  the  Schedule  A? 
— That  could  be  prevented. 

17.418.  Why  should  it  be  if  they  are  to  be  made 
comparable  to  a limited  company  ? Do  you  want 
them  to  be  worse  off  than  the  shareholders  in  a 
limited  company? — No,  I do  not  want  them  to  be 
worse  off  than  anyone  who  is  carrying  on  a similar 
trade. 

17.419.  I suggest  to  you  that  the  amount  of  Income 
Tax  which  is  already  paid  by  the  Co-operative 
Societies  at  6s.  in  the  £ under  Schedule  A,  of  which 
not  a penny  is  returned,  would  be  ample  to  cover 
the  liability  of  the  co-operators? — I cannot  say  as 
to  that. 

17.420.  Is  it  not  rather  an  important  point?  Does 
it  not  mean,  if  your  section  were  brought  in  and  they 
were  made  exactly  parallel  to  a limited  company, 
that  the  Inland  Revenue  instead  of  getting  more 
out  of  them  would,  after  an  infinity  of.  work,  have 
to  repay  something  that  they  are  now  actually 
getting? — The  Inland  Revenue  is  quite  capable  of 
-making  suggestions  to  prevent  a thing  of  that  kind. 

17.421.  Would  it  be  fair  to  prevent  it?  If  it  is 
repayable  to  the  shareholders  of  the  limited  company 
in  those  circumstances,  would  it  not  be  fair  in  the 
same  circumstances  to  the  members  of  the  Co-opera- 
tive Societies  to  repay  the  tax  paid  under  Schedule 
A,  or  part  of  it? — As  regards  Schedule  A,  as  I stated 
at  the  start,  we  are  only  here  giving  evidence  in 
connection  with  Schedules  C and  D. 

17.422.  But  can  you  look  at  the  thing  from  the 
point  of  view  of  equity  without  taking  into  account 
the  burden  which  the  Co-operative  Societies  are 
already  bearing?— If  we  have  an  idea  of  what  is  likely 
to  be  the  Income  Tax  basis  of  the  future,  then  we 


MINUTES  OF  EVIDENCE. 


865 


22  October.  1919.1  Mr.  Robert  Walker.  . [ Continued . 


will  be  able  to  give  you  a clear  and  definite  state- 
ment regarding  that;  until  we  know  that  we  are 
not  in  a position  to  state  anything  definite  regarding 
that. 

17.423.  I have  only  asked  you  to  give  us  your  idea 
as  to  the  equitable  parallel  that  you  think  should  be 
established  between  an  ordinary  company  with  its 
shareholders  and  a Co-operative  Society  with  its  divi- 
dend receivers.  I think  you  would  admit  their  title 
to  repayment  if  their  income  warranted  it? — As  the 
law  at  present  stands. 

17.424.  I suggest  to  you  that  if  that  parallel  were 
established  an  encroachment  would  be  made  upon  that 
tax  which  is  already  being  received  by  the  State  in 
full.  First  of  all  1 suggest  to  you  that  the  people 
who  are  exempt  would  have  to  be  repaid  entirely,  and 
then  there  would  be  the  people  who  might  be  above 
your  level  of  liability,  this  70  or  80  per  cent,  you  speak 
of,  who  are  not  liable  at  6s.  The  Revenue  would  have 
had  the  tax  under  Schedule  A at  6s.,  and  to  prac- 
tically the  whole  of  that  liable  number — I suppose  you 
would  not  think  that  many  co-operators  are  liable  to 
Super-tax  ? — N o. 

17.425.  Therefore  every  one  of  the  remainder  of 
your  oo-operators  would  be  entitled  to  some  repay- 
ment of  the  6s.  deducted? — That  is  so. 

17.426.  And  the  Revenue  would  have  to  repay  the 
whole  of  the  6s.  to  the  exempt  shareholders,  and  a 
part  of  it  to  all  the  people  who  were  liable  to  lesser 
rates  of  tax  than  6s.? — Yes,  if  the  law  is  to  remain 
practically  as  it  is  just  now. 

17.427.  I am  assuming  that  the  law  is  altered  in  the 
way  you  want  it  altered  to  make  these  people  exactly 
parallel  to  a limited  company? — Yes. 

17.428.  I have  made  that  assumption  not  because  I 
agree  with  it,  but  for  the  purpose  of  seeing  where  it 
leads? — That  is,  leaving  the  right  of  repayment. 

17.429.  Do  you  suggest  that  the  oo-operator  who  is 
exempt  from  tax  by  reason  of  the  amount  of  his  total 
income  should  not  have  the  right  of  repayment  upon 
his  dividend  when  the  tax  has  been  deducted  ?-=-Well, 
that  is  a question  for  decision,  whether  it  may  be 
allowed  or  not.  We  must  not  forget  this  matter,  that 
this  dividend  that  is  got  by  the  members  of  the  co- 
operative stores  is  gained  by  them  entirely  apart  from 
their  daily  employment  and  income.  It  is  an  un- 
earned increment.  It  is  gained  apart  entirely  from 
their  employment,  and  it  is  gained  by  interfering 
with  and  reducing  the  taxpaying  trade  of  the  country. 
We  submit  as  a general  principle  that  doing 
£250,000,000  worth  of  trade  they  ought  to  pay  a 
£250,000,000  share  of  the  upkeep  of  the  State. 

17.430.  Come  back  to  my  example  of  the  small 
limited  company  that  made  £10,000  profit  divided 
amongst  a number  of  shareholders.  The  shareholders 
are  all  entitled  to  exemption,  and  they  all  obtain  re- 
payment of  the  tax.  Where  is  the  taxpaying  power 
of  that  company  if  all  the  shareholders  are  exempt? — 
That  lies  in  the  hands  of  the  Government.  The 
Government  can  compel  them  to  pay  Income  Tax  with- 
out rebate  if  they  choose. 

17.431.  You  think  there  should  be  a universal  rule 
that  nobody  should  be  entitled  to  get  back  Income 
Tax  deducted  from  dividends,  however  small  their 
income? — I am  not  saying  there  should  be  a universal 
rule,  but  it  lies  with  the  House  of  Commons  to  decide 
how  they  should  pay  their  proper  share. 

17.432.  But  have  they  a proper  share  to  pay  if, 
parallel  with  other  people,  their  incomes  are  below 
the  taxable  limit? — In  the  instance  you  have  given  of 
the  limited  company  paying  £10,000  of  profit  they  are 
having  the  defence  and  protection  of  our  Navy  and 
Army.  We  hold  that  this  Income  Tax  so  far  as  trade 
and  commerce  are  concerned  is  a tax  on  trade,  and 
they  are  being  allowed  to  transact  a large  amount  of 
trade  without  paying  their  fair  share  towards  the  up- 
keep of  the  State. 

17.433.  The  limited  company  is? — Both;  take  the 
limited  company  you  refer  to  making  £10,000,  every 
one  of  whose  shareholders  is  under  the  limit  and  can 
claim  back  his  proportion  of  the  Income  Tax  paid  by 
the  company. 

17.434.  Do  I understand  that  your  proposition 
comes  to  this,  that  if  there  is  a man  with  a wage  of 
£2  a week  who  receives  £10  from  a limited  company 
from  which  the  tax  has  been  deducted,  his  present 
right  of  getting  that  tax  back  should  be  cancelled? — - 
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I do  not  say  it  should,  but  I beg  to  submit  that  that 
is  a matter  that  Parliament  can  decide  for  itself.  If 
it  is  necessary  for  the  maintenance  of  the  State  that 
that  should  be  done,  it  is  an  easy  matter  for  the 
House  of  Commons  to  do  so,  but  it  is  for  the  Chan- 
cellor of  the  Exchequer  and  the  Revenue  authorities 
advising  the  House  of  Commons  to  take  the  precau- 
tion to  secure  to  the  Revenue  some  return  from  all 
the  trade  that  is  done  in  the  country. 

17.435.  You  mean  there  should  be  a charge  on  the 
business  irrespective  of  the  shareholders ; the  tax 
should  not  be  all  repaid  if  the  shareholders  are  all 
exempt? — It  is  unjust  to  those  traders  who  are  left 
to  pay  the  Income  Tax,  because  it  means  they  have  not 
only  to  pay  their  own  share  of  the  Income  Tax,  but  a 
proportion  of  what  should  be  paid  by  these  companies. 

17.436.  Is  not  this  rather  a revolutionary  proposal 
of  yours,  that  people  who  are  below  the  exemption 
limit  should  be  made  to  pay  on  any  money  they 
receive  which  is  taxed  by  deduction? — We  are  not 
concerned  to  touch  their  income  at  all ; we  are  leaving 
that  entirely  alone — that  is,  their  wages  or  salaries  or 
whatever  it  may  be.  I am  leaving  it  entirely  to  the 
Chancellor  of  the  Exchequer  to  do  what  he  pleases 
with  it.  We  are  dealing  with  this  as  a trade  matter. 

17.437.  I will  leave  that  line  altogether,  because  I 
do  not  think  we  are  going  to  get  any  further  with  you 
on  that.  Do  you  wish  a discrimination  to  be  made 
between  ordinary  traders  and  co-operators?  Or  do 
you  want  the  co-operators  to  be  charged  in  exactly  the 
same  way  as  a limited  company  on  the  trading  profits, 
as  you  call  them? — All  that  we  wish  to  do  is  to  bring 
before  the  Royal  Commission  the  fact  that  these  Co- 
operative Societies  are  doing  £250,000,000  worth  of 
trade  a year,  and  they  are  not  paying  a single  penny 
of  Income  Tax  on  that. 

17.438.  Do  you  not  recognize  Schedule  A as  a pay- 
ment of  Income  Tax  ? — No,  I stated  at  the  beginning 
of  my  evidence  that  we  are  only  dealing  with 
Schedules  C and  D. 

17.439.  You  say  they  are  not  paying  a penny  of 
Income  Tax? — On  Schedules  C and  D. 

17.440.  But  the  Schedule  A tax  surely  ranks  as  a 
payment  out  of  their  profits? — It  most  undoubtedly 
comes  out  of  the  profits  unless  they  pay  it  out  of 
capital. 

17.441.  Supposing  an  ordinary  trading  company 
makes  £2,000  profits,  and  its  assessment  under 
Schedxile  A is  £2,500,  is  it  charged  anything  under 
Schedule  D ? — No. 

17.442.  Not  if  the  Schedule  A is  in  excess? — Not  if 
the  whole  of  the  profits  are  taken  out  of  it. 

17.443.  If  the  Schedule  A oovers  the  profits,  nothing 
further  is  charged? — That  is  so. 

17.444.  If  the  Schedule  A that  a Co-operative 
Society  pays  is  in  exoess  of  the  profits  equally  there 
should  be  no  charge  there? — I cannot  say  as  to  that, 
because  I have  not  it  before  me. 

17.445.  I am  putting  a hypothetical  case  before  you 
where  the  profits  shown  in  the  acoounts  show  £2,000, 
but  they  have  paid  already  on  £2,500  under  Schedule 
A ; could  there  be  any  charge  under  Schedule  D ? — 
But  I cannot  understand  the  case  of  a Co-operative 
Society  being  in  that  position.  I know  of  no  single 
one  of  which  the  profits  are  less  than  the  Schedule  A. 

17.446.  It  is  quite  conceivable,  and  I should  hesitate 
to  say  that  there  is  not  such  a case;  but  I want  to 
get  the  principle  from  you.  You  say  they  are  not 
paying  a penny  in  Income  Tax? — Under  Schedules 
O and  D. 

17.447.  I suggest  to  you  that  the  division  between 
Schedule  A and  Schedules  C and  D is  for  the  purposes 
of  equity  an  arbitrary  division,  and  that  you  must 
look  at  Schedule  A? — I have  not  done  so.  We  are 
dealing  entirely  with  Schedules  C and  D. 

17.448.  I suggest  to  you  that  your  argument  is 
quite  illogical  until  you  do.  You  accept  that  it  is 
reasonable  to  look  at  the  Schedule  A that  a company 
pays  as  well  as  Schedule  D? — In  the  way  that  you 
are  putting  it. 

17.449.  And  therefore  the  parallel  that  I am  draw- 
ing betweeni  a limited  company  and  a Co-operative 
Society  is  supported  to  this  extent.  You  do  not  wish 
any  discrimination  to  be  made  between  thorn  in 
future.  You  wish  the  Cooperative  Society  to  be 
charged  on  its  profits  after  the  deduction  of  Schedule 

H 2 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


22  October , 1919.]  ^ Mr.  Robert  Walker. 


[Continued. 


A,  like  a limited  oompany? — Schedule  A is  deducted 
before  they  declare  profits,  of  course. 

17.450.  You  wish  it  to  be  done  in  both  cases? — It 
is  done  just  now. 

17.451.  Although  you  doubt  whether  the  existing 
right  of  repayment  for  exempt  shareholders  should 
continue,  if  it  does  continue,  you  think  that  it  should 
apply  to  both  concerns?— That  is  for  the  Chancellor 
of  the  Exchequer  and  the  Revenue  authorities  to 
decide. 

17.452.  I am  not  on  the  merits  of  whether  they 
should  or  should  not,  but  if  it  does  continue  it 
should  apply  to  both  concerns? — That  is  in  the  way 
of  either  assessing  them  or  not  assessing  them? 

17.453.  May  I put  a very  plain  question  to  you. 
Do  you  want  the  recipient  of  the  co-operative  divi- 
dend to  be  treated  more  harshly  than  the  recipient 
of  the  ordinary  trading  dividend? — The  Co-operacive 
Societies’  members  are  in  a different  position  from 
the  shareholders  in  these  companies. 

17.454.  You  want  them  to  be  discouraged,  do  you 
not;  you  want  them  to  be  punished? — Which? 

17.455.  The  co-operative  holders? — No,  not  at  all; 
we  do  not  want  to  punish  them. 

17.456.  Then  you  do  not  want  any  discrimination 
between  them  and  the  shareholders  in  a limited  com- 
pany?— We  want  to  make  them  pay  their  share. 

17.457.  On  the  same  basis  as  other  people? — On 
the  same  basis  to  a certain  extent. 

17.458.  With  the  same  privileges? — To  a certain 
extent;  but  you  must  not  forget  that  this  that  they 
are  getting  which  they  themselves  call  a benefit  is 
got  by  interfering  with  and  reducing  the  taxpaying 
trade  of  the  country. 

17.459.  I do  not  want  to  go  off  on  that.  I want 
to  take  you  on  your  assumption  that  this  dividend 
is  a chargeable  dividend.  I do  not  say  I agree 
with  that,  but  I am  accepting  your  assumption  for 
the  moment,  and  I want  to  ask  you,  in  reference  to 
what  you  postulate  as  a chargeable  dividend,  if  the 
recipients  should  have  the  same  privileges  as  other 
people  or  not? — In  the  meantime,  as  things  are,  I 
say  yes. 

17.460.  Having  the  same  privileges  they  are  entitled 
to  pay  at  the  same  rate  and  get  repayment? — Yes — 
no,  one  moment;  allow  me  to  withdraw  that  reply. 
They  are  not  assessed  at  all  just  now. 

17.461.  I am  assuming  that  you  get  your  alteration. 
When  they  are  assessed  they  will  be  entitled  to  the 
same  privileges  as  an  ordinary  taxpayer? — Yes. 

17.462.  I suggest  that  you  should  get  supple- 
mentary evidence  to  prove  to  us  that  there  would 
not  be  a loss  to  the  Revenue  under  your  proposals 
as  compared  with  the  present  time? — That  is,  taking 
Schedule  A into  account? 

17.463.  Yes? — Will  you  authorize  the  Co-operative 
Societies  to  supply  me  with  all  the  documents  and 
figures  that  I require  for  that? 

17.464.  It  is  not  for  me,  certainly,  and  I do  not 
know  whether  it  is  for  the  Commission  to  authorize 
that.  You  are  putting  to  us  that  there  is  a large 
leakage  of  what  should  be  the  proper  revenue  to  the 
country  from  these  Co-operative  Societies.  I suggest 
to  you  that  that  is  quite  wrong? — I put  it  to  you 
in  that  way  just  to  show  the  difficulty  of  acceding 
to  your  request  to  supply  supplementary  evidence ; 
unless  the  co-operators  are  prepared  to  give  us  full 
satisfaction-  as  to  all  the  figures  we  require  in  con- 
nection with  it  I cannot  do  that.  You  see  my  position. 

17.465.  I am  afraid  I cannot  get  further.  It  leaves 
your  evidence  rather  in  the  air  if  you  cannot  show 
that  there  would  be  an  increase  of  revenue  by  adopt- 
ing what  you  want  us  to  adopt.  I suggest  to  you 
if  we  adopted  your  course  the  situation  would  be 
worse  than  it  is  instead  of  better? — Of  course,  I am 
not  aware  that  that  is  the  case. 

17.466.  Mr.  May : I do  not  propose  to  question  you 
on  the  main  part  of  your  case  against  Co-operative 
Societies.  I had  intended  to  do  that,  but  Dr.  Stamp 
has  completely  covered  the  ground.  I just  want  to 
ask  you  one  or  two  points  arising  out  of  your  replies 
to  him.  You  say  that  you  need  authority  to  obtain 
particulars  from  the  Co-operative  Societies  of  what 
they  pay  under  Schedule  A:  is  that  so? — Certainly; 
we  have  not  got  that  information. 


17.467.  How  did  you  obtain  a large  number  of 
figures  that  you  have  in  this  statement  of  evidence 
of  their  trade? — Which  figures  do  you  refer  to?  There 
are  several  sets  of  figures. 

17.468.  Take  the  block  in  paragraph  7 (d)  ? — Quite. 

17.469.  How  did  you  obtain  those  figures? — You 
are  Mr.  May,  are  you  not? 

17.470.  Yes,  that  is  my  name? — By  your  own 
published  reports — by  you  1 mean  the  co-operators. 

17.471.  Cannot  you  obtain  the  particulars  as  to 
Schedule  A from  the  same  source? — Not  from  those 
returns  that  we  have  had. 

17.472.  Are  you  sure? — I do  not  think  so. 

17.473.  I recommend  you  to  look  again,  and  if  you 
fail,  then  may  I make  this  further  suggestion,  that 
you  obtain  from  the  Secretary  at  a later  stage  the 
evidence  of  the  Co-operative  Societies,  which  you 
will  be  glad  to  see,  and  I think  you  will  find  it 
there? — Can  you  point  out  just  to  save  time  where 
it  is  in  these  returns? 

17.474.  There  are  other  returns  than  that.  I will 
deal  with  that  afterwards,  but  I say  it  is  published  in 
the  returns.  You  say  that  you  do  not  think  a case 
can  be  found  of  a Co-operative  Society  whose  assess- 
ment under  Schedule  A exceeds  its  profits  in  any 
period? — I said  I could  not  conceive  of  one. 

17.475.  Let  me  recommend  you  to  look  at  the  last 
half-yearly  balance  sheet  of  the  Co-operative  Whole- 
sale Society  ; that  made  nearly  £200,000  loss;  you 
will  find  the  answer  there? — I am  quite  aware  that 
the  Wholesale  Society  during  the  last  two  half  years 
has  had  to  declare  a loss,  on  each  of  the  last  half 
yeprs;  but  if  I may  be  allowed  to  say  so,  I do  not 
think  that  requires  the  sympathy  of  this  Royal  Com- 
mission or  anyone  else  in  connection  with  the  loss. 

17.476.  You  may  take  it  from  me  that  they  are 
not  asking  for  it.  They  are  rather  proud  of  the 
transaction  than  otherwise.  I only  give  it  to  you  as 
evidence  of  what  you  say  is  inconceivable.  You  say 
that  Co-operative  Societies  have  adopted  open  mem- 
bership to  evade  Excess  Profits  Duty:  is  that  a 
statement  of  fact? — That  is  a statement  of  fact. 

17.477.  What  do  you  base  it  on? — I base  it  on  the 
numerous  statements  that  were  made  at  co-operative 
meetings  after  the  Excess  Profits  Duty  was  imposed. 
They  began  to  look  about  immediately — after  having 
come  to  a definite  arrangement  with  Mr.  McKenna, 
the  Chancellor  of  the  Exchequer — to  find  ways  and 
means  of  avoiding  the  payment  of  the  tax  in  the  way 
that  had  been  arranged  with  Mr.  McKenna  that  it 
should  be  done. 

17.478.  The  question  of  Excess  Profits  Duty  and 
its  operation  is  outside  the  scope  of  our  inquiry,  but 
what  I am  putting  to  you  is  the  question  of  open 
membership,  as  to  when  it  was  adopted. 

17.479.  Chairman:  That  is  the  point.  The  other 
point  regarding  Excess  Profits  Duty  is  irrelevant?— 
Our  reason  for  introducing  that  clause  about  the 
Excess  Profits  Duty  was  to  caution  the  Royal  Com- 
mission that  in  any  proposals  they  may  make  for 
assessing  the  Co-operative  Societies  in  regard  to  In- 
come Tax  they  should  be  careful  to  make  the  con- 
ditions clear,  definite  and  binding,  otherwise  they 
will  be  evading  the  Income  Tax  just  in  the  same 
manner  as  they  set  about  to  evade  the  Excess  Profits 
Duty. 

17.480.  The  Commission  will  watch  that? — Well,  at 
the  same  time  we  think  we  were  quite  within  our 
rights  in  giving  to  the  Royal  Commission  a warning 
that  was  within  our  own  knowledge. 

17.481.  But  I would  like  you,  if  you  will,  to  answer 
the  questions  that  are  addressed  to  you  by  the  Com- 
missioners, and  if  you  have  any  point  afterwards  we 
shall  be  very  glad  to  hear  what  you  have  to  say? — 
Thank  you . 

17.482.  Mr.  May:  Regarding  open  membership—? 
—That  is  one  of  the  three  ways  they  were  evading 
the  Excess  Profits  Duty,  and  it  was  done  distinctly 
with  that  idea,  and  at  various  meetings  of  the  Co- 
operative Societies  where  open  membership  was  being 
urged,  the  statement  was  made  regarding  that,  and 
the  Excess  Profits  Duty  was  referred  to.  Another  way 
was  by  reducing  the  prices,  which  the  Consett  Co- 
operative Society  was  the  first  to  do,  and  was 
complimented  by  the  Co-operative  News  upon  start- 
ing to  reduce  the  prices  so  that  there  would  be  no 
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Excess  Profits  Duty.  The  third  way  of  doing  it  was 
by  giving  back  a cash  bonus  to  the  members  immedi- 
ately on  purchase  of  the  goods,  and  that  made  a con- 
siderably less  dividend  to  be  declared  at  the  end  of 
the  quarter  or  the  half  year.  These  were  the  three 
ways  in  which  they  sought  to  evade  payment  of 
Excess  Profits  Duty. 

17.483.  How  many  pases  could  you  produce  where  a 
cash  bonus  was  paid  back  direct  to  the  members? — 
Well,  supposing  that  we  can  produce  one? 

17.484.  I will  leave  it  at  that? — Supposing  that  I 
produce  one,  it  does  not  follow  that  that  was  the  only 
one,  and  it  shows  the  spirit  of  the  co-operative  move- 
ment in  connection  with  taxation. 

17.485.  I suggest  to  you  that  you  cannot  produce  a 
single  official  document  which  has  ever  given  en- 
couragement to  the  suggestion  of  such  a thing? — 
I mention  the  Northern  Co-operative  Society,  Aber- 
deen, as  having  done  that.  They  had  posted  up  in 
the  stores  of  the  Northern  Society  the  amount  of  cash 
dividend  to  be  given  on  the  purchases,  according  to 
what  the  value  of  the  purchase  was. 

17.486.  Does  not  this  happen  to  be  a co-operative 
organisation  registered,  until  quite  recently  at  all 
events,  under  the  Companies  Act,  and  liable  to  In- 
come Tax? — That  is  so,  but  it  is  now  a member  of 
the  Co-operative  Union. 

17.487.  We  will  leave  out  of  account  that  company, 
and  it  is  only  one  out  of  1,500.  It  is  an  exceptional 
case  within  the  co-operative  movement,  even  if  it 
happened? — Even  presuming  these  misunderstand- 
ings, it  shows  the  spirit  of  the  movement.  You  know 
as  well  as  I do  that  all  the  other  societies  have  been 
reducing  their  prices  for  that  purpose,  and  explain- 
ing to  people  the  reason  why  they  were  getting  a 
lesser  dividend,  and  getting  them  to  agree  to  a re- 
duced dividend. 

17.488.  There  is  only  one  point  I wish  to  make  on 
the  question  of  open  membership — I suggest  to  you 
that  it  is  not  true,  but  absolutely  untrue  to  say 
that  open  membership  has  been  adopted  generally,  or 
even  partially,  during  the  war;  and  that  it  is  a 
general  condition  in  the  co-operative  movement? — 
Might  I in  answer  to  that  say  that  you  have  it  in  your 
annual  reports  that  it  was  to  be  done.  It  was  recom- 
mended by  your  Annual  Congress  to  the  societies  to 
do  that,  and  it  was  perfectly  well  known  that  by  in- 
creasing the  number  of  members  in  that  way,  sup- 
posing that  at  first  only  the  father  or  the  mother  was 
a member  of  the  stores,  instead  of  that  the  father 
and  the  mother  and  say  a couple  of  children  were 
members,  that  was  going  to  inorease  largely  the 
number  of  members  among  whom  the  dividend  was 
to  be  divided,  and  in  that  way  evading  Excess  Profits 
Duty.  In  spite  of  what  you  have  said,  I am  still  of 
the  same  opinion,  and  I am  expressing  my  utter 
conviction — 

17.489.  Chairman : I do  not  want  you  to  get  into 

an  argument  if  you  can  avoid  it.  I want  you  to 
answer  the  questions  that  are  addressed  to  you  by 
the  Commission.  I know  you  want  to  get  in  every 
point  you  can,  but  I should  just  like  you  to  answer 
the  questions;  that  will  suit  us  very  much  better? — I 
was  just  replying  to  Mr.  May’s  assertion  that  my 
statement  was  untrue. 

17.490.  I do  not  want  to  get  into  these  difficulties, 
which  do  not  mean  anything. 

17.491.  Mr.  May : I will  not  pursue  that  point. 

.u  say  the  Co-operative  Societies  were  chargeable 

originally  to  Income  Tax.  Under  which  Act? — No. 
+u  • ?.°*.  say  that-  In  answer  to  Dr.  Stamp  I said 
the  individual  members  were. 

No;  I think  I am  right  in  saying  that  you 
said  that  under  an  early  Act  they  had  no  exemption 
from  assessment  under  Schedules  C and  D?— No, 
pardon  me.  Dr.  Stamp  in  questioning  me  put  the 
words  that  the  societies  were  liable  to  pay,  and  I 
said  the  individual  members. 

17.493.  Dr.  Stamp:  Then  I asked  you  under  which 
a8e  of  Schedule  D the  individual  members  were. 
Ia ^ cou^  not  get  a clear  answer  from  you 
on  that. — I offered  to  read  the  Act,  and  you  said  no. 

17.494.  I wanted  to  know  what  Case  they  were 
liable  under. 


17.495.  Mr.  May  : Do  you  admit  that  Co-operative 
Societies  have  always  enjoyed  exemption  under 
Schedules  C and  D? — Since  1876  I think  it  is. 

17.496.  That  is  my  point.  What  was  the  position 
before  1876? — The  position  before  1876  was  that  the 
members  were  liable  on  dividends  that  they  received. 

17.497.  Do  you  say  that  that  is  contained  in  any 
Act  of  Parliament? — I do,  in  the  Industrial  and 
Provident  Societies  Act. 

17.498.  Is  it  not  a fact  that  the  early  Co-operative 
Societies  were  registered  under  the  Friendly  Societies 
Act? — That  is  so,  under  certain  clauses  of  the  Friendly 
Societies  Act  only. 

17.499.  And  that  in  the  earlier  Industrial  and 
Provident  Societies  Acts  provision  was  made  that  the 
advantages,  or  privileges  as  they  were  called,  that 
were  enjoyed  by  Friendly  Societies  should  also  be 
enjoyed  by  Co-operative  Societies? — Only  as  regards 
the  work  that  they  were  doing  as  regards  the 
Industrial  and  Provident  Societies  Act. 

17.500.  I suggest  to  you  that  the  Acts  do  not  limit 
it  in  that  way  ? — Leaving  them  open  to  all  the  benefits 
of  the  Friendly  Societies  Act? 

17.501.  All  that  were  applicable  to  their  operation, 
certainly? — Against  that  we  give  you  the  evidence 
that  was  laid  before  the.  Income  Tax  Committee  by 
the  representatives  of  the  co-operators,  by  the  General 
Secretary  Mr.  Gray,  and  Mr.  Broderick,  in  which  they 
state  that  they  were  never  Friendly  Societies.  From 
the  beginning  they  were  trading  societies  pure  and 
simple,  and  while  there  were  certain  clauses  of  the 
Friendly  Societies  Act  used  in  connection  with  them 
until  they  got  there  own  Act,  yet  they  never  were 
Friendly  Societies,  but  were  simply  trading  concerns 
from  beginning  to  end. 

17.502.  I have  not  suggested  that  they  were  Friendly 
Societies.  I say  they  enjoyed  the  privileges  with 
regard  to  taxation  and  stamp  duties  and  so  on  which 
were  enjoyed  by  the  Friendly  Societies,  and  that  is 
specifically  provided  for  in  all  the  Acts  of  Parliament ; 
my  point  being  that  they  have  always  been  exempted, 
and  not  for  a limited  period  as  you  suggested? — The 
exemption  from  certain  stamp  duties  was  taken  away 
in  one  of  the  Industrial  and  Provident  Societies 
Acts;  however,  that  is  apart  from  Income  Tax. 

17.503.  I will  not  pursue  that  point.  Now  just  a 
question  or  two  about  your  organisation.  How  many 
members  has  your  organisation? — I respectfully  de- 
cline to  answer. 

17.504.  Chairman : If  you  come  on  behalf  of  an 
organisation  I think  you  ought  to  answer  that  ques- 
tion. Supposing  you  really  did  not  represent  any- 
body except  perhaps  two  or  three  people,  I think 
it  is  the  proper  thing  for  you  to  give  us  an  answer, 
because  we  shall  have  to  ask  the  co-operative  people 
when  they  come  questions  of  a similar  nature.  I 
think  it  is  a fair  question  to  ask  you? — I may  say 
regarding  that,  my  clerk  has  put  in  the  wrong  paper 
here,  but  you  will  receive  immediately  after  I get 
back  a completed  list  of  ourselves  and  the  various 
organisations  that  we  represent  here.  In  that  you 
will  get  the  information  that  is  required.  It  is  only 
a partial  list  that  you  have  already. 

17.505.  Mr.  May.  Do  you  publish  a report? — We 
do  publish  reports. 

17.506.  How  often? — Annually.  We  publish  re- 
ports generally  during  the  year,  but  there  is  always 
an  annual  report. 

17.507.  And  that  contains  a financial  statement? — 
It  does  not  contain  a financial  statement.  The  only 
report  is  a report  of  the  work  done.  A financial 
statement  is  submitted  to  the  annual  general  meeting 
and  to  all  the  sectional  meetings  that  are  held  all 
over  the  country  in  different  districts  in  our  different 
sections. 

17.508.  Would  you  be  prepared  to  hand  in  to  the 

Commission  a financial  statement  for  the  past  year? 
— I do  not  know  that  it  is  required.  I do  not  think 
it  has  anything  to  do  with  Income  Tax.  It  cer- 
tainly has  to  do  with  Income  Tax,  but 

17.509.  I am  suggesting  that  it  has  something  to 
do  with  how  we  are  to  appreciate  your  evidence? — 
In  what  respect? 

17.510.  I think  the  Chairman  has.  just  indicated 
that  to  you? — I shall  have  something  to  say  about 
that  a little  later  on. 
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17.511.  The  members  of  your  League  are  traders,  I 
presume? — You  will  find  it  there  in  the  first  clause : 
“ composed  of  wholesale  and  retail  merchants  in  all 
trades ; also  of  manufacturers  and  employers  of 
labour.” 

17.512.  Large  traders? — Large  and  small. 

17.513.  Have  you  estimated  what  contribution  they 
make  towards  the  Revenue  in  the  shape  of  Income 
Tax?— No. 

17.514.  Have  you  any  idea? — I have  not.  I could 
not  be  expected  to  have  an  idea  of  hundreds  of  men’s 
returns,  or  thousands,  as  the  case  may  be. 

17.515.  But  you  expect  the  Co-operative  Societies 
to  have  it  if  there  are  a thousand  or  more? — The 
Co-operative  Societies  publish  these  returns  for  their 
own  purposes. 

17.516.  In  paragraph  7 (a)  you  say  that  the  Income 
Tax  is  “ nominally  a personal  tax  ” ; is  it  not 
actually  a personal  tax? — No,  we  hold  to  this,  that 
it  is  nominally  a personal  tax.  Might  I say  in 
explanation  of  our  position  regarding  that,  that  while 
of  course  it  is  the  person  that  is  assessed  to  the 
Income  Tax,  still  you  must  read  that  in  connection 
with  the  remainder  of  the  clause. 

17.517.  Have  you  not,  in  reply  to  Dr.  Stamp,  al- 
ready admitted  the  individual  character  of  the  tax 
when  you  admit  that  shareholders  in  public  companies 
can.  reclaim  if  they  are  not  within  the  assessable 
limit? — Yes ; but  might  I respectfully  say  that  this 
has  nothing  to  do  with  this  idea?  We  say  that 
while  nominally  a personal  tax,  it  is,  so  far  as  our 
trade  and  commerce  is  concerned,  a tax  on  the  trade 
of  the  country  or  the  resultant  produce  of  trade. 

17.518.  I suggest  to  you  that  that  is  an  entirely 
inaccurate  statement  so  far  as  it  affects  the  Income 
Tax  ? That  may  be,  but  we  do  not  think  so.  Might 
I explain  our  reason  for  putting  it  in  so?  Suppos- 
ing A and  B are  in  trade,  exactly  the  same  class  of 
trade,  and  as  the  resultant  produce  of  A’s  trade  he 
shows  a credit  balance  of  £500.  He  is  assessed  on 
that  £500.  If  B only  shows  £300,  B is  assessed  on 
the  £300;  if  they  were  reversed  A would  be  assessed 
pn  £300  and  B on  the  £500.  It  is  the  person  that 
is  taxed,  and  he  is  taxed  on  what  has  been  the  resul- 
tant produce  of  his  trade.  If  the  resultant  produce 
of  his  trade  had  been  that  he  had  made  no  profit,  or 
made  a loss,  then  he  would  not  have  been  assessed  at 
all.  Therefore  we  say  that  while  it  is  nominally  a 
personal  tax  it  is  so  far  as  trade  and  commerce  is 
concerned  a tax  on  the  resultant  produce  of  trade. 
Take  a man  who  has  no  income  except  the  income 
from  his  business;  it  is  exactly  the  amount  of  the 
resultant  produce  of  his  trade  on  which  he  is  assessed. 
He  is  assessed  as  an  individual  certainly,  but  it  is 
only  an  assessment  on  what  has  been  the  actual  pro- 
duce of  the  trade  in  which  he  is  engaged. 

17.519.  Do  you  think  that  that  is  peculiar  to  trade 
and  commerce? — I am  dealing  only  with  trade  and 
commerce. 

17.520.  Could  not  your  argument  be  equally  well 
applied  to  every  kind  of  income  in  the  country? — In 
what  way? 

17.521.  If  I earn  my  living  by  writing  articles  for 
the  newspapers  or  preparing  speeches  and  delivering 
them,  which  you  have  had  some  experience  of  in 
this  matter,  and  I make  my  income  out  of  that,  is 
it  not  the  resultant  produce  of  my  energy? — The 
produce  of  your  brains. 

17.522.  Then  it  does  not  alter  the  character  of  the 
tax  surely  ?— No,  but  this  is  solely  referring  to  trade 
and  commerce. 

«'iK’623'iL{X  u®  g°.  to  paragraph  11.  You  say, 
also  that  is  Co-operative  Societies — “ deal 
with  non-members.  They  are  now  desirous  of  mini- 
mising this  and  professing  to  be  very  willing  to  give 
up  dealing  with  non-members.”  You  have  some 
ground  for  that  statement,  I suppose?— I am  taking 
the  statements  made  by  the  witnesses  at  the  Income 
Tax  Inquiry  in  1904,  and  the  statements  that  have 
been  made  repeatedly  in  conference  meetings  and  by 
others  of  the  co-operators.  The  reason  why  they 
were  doing  that,  we  take  it,  is  because  they  haye 
minimised  tills  dealing  with  non-members  in  the  hone 
of  getting  a little  sympathy  in  this  Income  Tax  ques- 


tion. The  statement  was  made  by  the  co-operators’ 
representative  at  the  last  inquiry,  that  they  did  not 
want  to  trade  with  non-members,  and  would  be  glad  to 
cut  it  off.  Here  is  a document:  ‘‘The  Wholesale  of 
to-day.” 

17.524.  I only  want  a simple  answer? — Well,  I do 
not  require  to  read  it,  because  I have  printed  it 
there;  but  this  is  the  actual  document. 

17.525.  You  may  take  it  that  I know  that  book 
from  beginning  to  end,  and  I will  undertake  to  get  a 
copy  for  all  the  Commissioners,  if  you  like? — I pro- 
duce the  document  there. 

17.526.  What  I want  to  point  out  to  you  is  that 
while  you  make  the  statement  that  they  profess  to 
be  willing  to  give  up  dealing  with  non-members,  a 
gentleman  with  whom  I think  you  have  had  some 
dealings,  and  who  is  coming  before  the  Commission 
later  on  in  the  day,  has  made  exactly  the  contrary 
statement,  and  says  that  they  will  not  give  it  up 
under  any  circumstances.  Which  do  you  think  is 
correct  ? — Both. 

17.527.  That  they  are  willing  to  give  it  up,  and 
that  they  will  not  give  it  up  under  any  circumstances  ? 
— No,  pardon  me,  I did  not  say  that.  I am  referring 
to  the  statements  made  by  the  witnesses  before  the 
last  Income  Tax  Inquiry. 

17.528.  In  paragraph  14  you  say,  “ the  co-opera- 
tive store  movement  has  reduced,  and,  should  it 
spread,  will  still  further  reduce,  the  rateable  value 
of  shop  and  other  property.”  How  has  that  been 
brought  about  ? — In  this  way.  Co-operative  stores 
by  the  manner  in  which  they  serve  their  customers 
can  do  and  actually  do  in  one  large  building  possibly 
what  might  take  20,  30,  40  or  50  shops.  By  doing  that 
and  having  a number  of  members,  I think  they  in  a 
great  many  districts  have  been  the  means  of  ruining 
traders  and  putting  them  out  of  existence,  and  their 
shops  are  vacant.  The  more  shops,  of  course,  that 
there  are  vacant,  the  more  is  the  deteriorative  effect 
on  the  rents  which  are  paid  for  the  others  which  may 
be  engaged  in  trade,  because  in  that  case  the  supply 
is  greater  than  the  demand,  and  in  a number  of 
places  all  over  the  country  the  result  of  the  co-opera- 
tive movement  has  been  the  reduction  of  the  number 
of  shops  that  have  been  occupied  by  traders.  I am 
sure  you  know  that  yourself. 

17.529.  Do  you  seriously  suggest  that  that  is  an 

evil  that  ought  to  be  cured  by  the  application  of 
Income  Tax  or  any  other  means? — Well,  you  must 
not  take  that  as  an  isolated  sentence,  but  you  must 
take  it  in  conjunction  with  the  remainder  of  the 
paragraph.  You  stopped  at  the  two  lines : “ As 

the  co-operative  store  movement  has  reduced,  and, 
should  it  spread,  will  still  further  reduce,  the  rate- 
able value  of  shop  and  other  property,” — that  is 
merely  the  initial  statement;  the  clause  goes  on  to 
say—”  thereby  increasing  rates  and  throwing  a 
heavier  burden  of  rates  on  the  traders,  which  again 
is  calculated  to  reduce  the  number  of  Income  Tax 
paying  traders,  and  also  the  amount  of  Income  Tax 
payable  by  those  who  will  still  be  liable  to  assessment, 
they  should  be  assessed  to  Income  Tax  to  replace 
what  they  displace.”  You  must  not  take  the  first 
two  lines  apart  from  the  remainder  of  the  clause. 

17.530.  I do  not  think  it  matters. — Possibly  you 

do  not,  but  it  is  certainly  an  important  point  in  the 
consideration  of  the  non-assessment  to  Income  Tax 
of  the  Co-operative  Societies.  My  lord,  now  that 
Mr.  May  has  finished  his  examination,  I have  been 
instructed  to  read  this  letter  and  to  hand  it  in  to 
the  Commission : “ Co-operative  Societies  and  Income 
Tax.  To  the  Chairman  and  Members  of  the  Royal 
Commission  on  Income  Tax.  My  lord  and  gentle- 
men, my  Council  earnestly  protest  against  Mr.  H.  J. 
May,  Parliamentary  Secretary  to  the  Co-operative 
Union,  being  allowed  to  take  any  part  in  the  dis- 
cussion by  the  members  of  this  Commission  when  con- 
sidering the  question  of  Co-operative  Societies  ” 

17.531.  Chairman:  I do  not  think  it  is  wise  for 
you  to  proceed  in  that  matter.  I must  say  this : Mr. 
May  is  not  here  as  a co-operator;  he  is  here  as  a 
Commissioner  and  a judge  in  the  questions  he  asks 
you,  and  I do  not  want  to  get  these  personal  things 
coming  in.  If  you  have  a protest  against  the  action 
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of  Mr.  May  on  this  Commission,  that  is  a different 
matter,  but  I do  not  like  to  hear  of  things  of  that 
nature  coming  up.  He  is  a member  of  this  Commis- 
sion, and  a judge  in  that  sense. — Added  to  the  Com- 
mission after  the  Commission  was  fully  appointed. 

17.532.  Mr.  May:  No,  that  is  not  so. 

17.533.  Chairman : No. 

17  534.  Mr.  May : I beg  your  pardon,  but  it  is  not 
a fact. 

17.535.  Mr.  Pretyman : I want  to  ask  you  one  or 
two  questions  on  the  general  root  of  this  matter  on  a 
different  basis  altogether.  Do  you  know  why 
Schedule  A is  charged  in  .full  on  Co-operative 
Societies? — I presume  in  the  same  way  as  on  other 
bodies. 

17.536.  Why  is  it  charged  in  full?  Why  do  they 

get  hack  no  deduction? — I have  paid  no  attention  to 
that.  . , 

17.537.  You  have  not  gone  into  the  question  ot 
Schedule  A at  all?— Not  in  that  way. 

17.538.  Are  you  aware  that  where  Schedule  A and 
Schedule  D are  both  chargeable,  over  the  whole  area 
of  Income  Tax  they  are  taken  together?— I accept 
that.  - 

17.539.  Then  how  is  it  possible  to  consider  Schedule 
D without  considering  Schedule  A,  or  to  consider 
Schedule  A without  considering  Schedule  D?— May 
I explain  that  our  idea  was  this.  We  are  here  giving 
evidence  against  the  non- assessment  of  Co-operative 
Societies  under  Schedules  C and  D,  and,  as  regards 
the  other  Schedules,  that  is  a matter  for  them  and 
the  Inland  Revenue  authorities  to  look  after,  with 
which  we  do  not  want  to  interfere. 

17.540.  As  over  the  whole  area  of  Income  Tax 
Schedule  D is  dependent  upon  Schedule  A,  and 
Schedule  A upon  Schedule  D,  do  you  not  think  that 
it  would  be  better  to  have  considered  the  two  to- 
gether, and  that  it  would  have  rather  strengthened 
your  evidence  and  brought  your  case  more  into  the 
realms  of  reality? — That  might  he  so,  but  our  inten- 
tion was  to  bring  this  matter  as  clearly  as  we  could 
before  the  Commission,  and  we  thought  the  Revenue 
authorities  could  decide  those  matters  themselves. 

17.541.  Am  I right  in  saying  that  there  are  three 
methods  in  which  Co-operative  Societies’  profits  might 
be  taxed?  The  first  one  would  be  to  tax  the  whole 
of  the  profit  at  the  source ; the  second  one  would  be 
to  tax  the  sums  annuallv  accumulated  to  reserve ; the 
third  one  would  be  to  tax  the  dividend  received  by 
members.  Or  there  might  be  a combination  of  2 and 
3.  You  might  apply  both  methods  2 and  3,  or  you 
might  apply  only  method  1,  which  is  to  tax  all  the 
profits  at  the  source.  Which  of  those  three  methods 
do  you  advocate? — I am  not  here  to  advocate  any; 
I could  hand  you  in  the  various  proposals  that  have 
been  sent  to  us  when  we  asked  for  proposals;  but 
I have  not  any  instructions  to  recommend  any  of 
these  proposals.  As  I explained  before,  not  knowing 
what  the  basis  of  the  Income  Tax  was  to  be  in  the 
future,  we  decided  not  to  submit  a scheme,  but  to 
assist  the  Commission  or  the  Chancellor  of  the  Ex- 
chequer in  the  future  in  every  way  that  we  possibly 
could,  once  the  basis  of  the  Income  Tax  was  decided 
upon. 

17.542.  Then  I am  right  in  supposing  that  your 
case  is  that  Co-operative  Societies  ought  to  be  taxed 
as  nearly  as  possible  on  the  same  basis  as  other 
people,  but  that  you  leave  it  to  the  Revenue  authori- 
ties and  the  Government  to  consider  what  that  basis 
ought  to  be?— That  is  practically  what  our  position 
is  just  now. 

17.543.  And  do  you  not  attempt  to  lay  down 

whether  they  should  be  taxed  on  all  their  protite  at 
the  source,  or  on  the  dividend  to  the  members,  or 
on  their  reserves;  you  leave  that  quite  open?  We 
are  making  no  definite  suggestion  as  to  one  or  the 
other.  0 

17.544.  You  leave  that  entirely  to  the  authorities r 

17^545.  And  you  have  not  made  any  attempt  to 
make  any  calculation  as  to  the  effect  of  any  of  those 
methods  of  taxation,  either  financial  or  administra- 
tive, upon  the  Revenue? — In  paragraph  7 (d)  you  will 
notice  we  say:  “ Had  they  been  assessed  to  Income 
Tax  (unearned  rate)  they  would  for  the  year  1916  have 


been  charged  about  £4,800,000,  and  for  the  year  1917 
about  £5,500,000.” 

17.546.  I asked  you  if  you  had  made  a.  calculation 
of  the  actual  effect  on  the  Revenue.  That  would  be 
the  apparent  sum  which  they  would  pay  if  the  first 
method  I suggested  here,  of  taxation  on  all  profits 
at  the  source,  were  adopted.  In  calculating  the 
actual  effect  on  the  Revenue  you  would  first  of  all 
deduct  from  that  amount  all  the  sums  which  they 
paid  under  Schedule  A,  which  would  be  worked  in 
with  Schedule  D ; and,  secondly,  you  would  have  to 
deduct  all  the  sums  which  would  have  to  he  repaid 
to  individual  members  who  were  subject  either  to 
exemption  or  to  abatement;  and,  thirdly,  you  would 
have  to  deduct  the  extra  costs  of  administration. 
Therefore,  unless  those  calculations  had  been  made 
the  figures  would  be  more  or  less  meaningless.  Have 
you  made  any  such  calculations? — We  have  not, 
because  we  are  not  in  possession  of  the  basis  figures 
upon  which  we  could  do  that,  and  in  making  these 
statements  or  suggestions  we  are  confident  the  Inland 
Revenue  are  in  a position  to  complete  those  state- 
ments. 

17.547.  What  your  paragraph  7 (d)  would  amount 
to  would  be  to  call  the  attention  of  the  Commission 
to  the  fact  that  if  the  whole  of  the  profits  were 
taxed  at  the  source  that  would  be  the  taxable  basis ; 
but  you  leave  it  entirely  to  the  evidence  of  the 
Revenue  authorities,  which  I presume  we  shall 
shortly  hear  as  to  what  the  actual  financial  effect 
would  be? — They  are  in  a position  to  state  that; 
we  are  not. 

17.548.  So  that  you  do  not  suggest,  I suppose,  for 
a moment  that  the  actual  tax  obtainable  would  be 
anything  approaching  to  the  tax  on  such  a figure  as 
you  have  shown  for  1917? — Of  course  it  depends  on 
how  it  is  decided  to  be  done,  and  on  what  the  actual 
total  amount  would  be;  there  are  so  many  different 
proposals. 

17.549.  Mr.  Birley : Leaving  out  of  question  for  a 
moment  whether  it  would  be  worth  while  to  deduct 
tax  from  members  of  Co-operative  Societies  because 
of  their  small  incomes,  I want  to  ask  you  about  the 
undivided  profits.  Is  it  not  a fact  that  a limited 
company  pays  the  full  rate  of  6s.  in  the  £ on  its 
undivided  profits,  and  it  does  this  even  if  no  share- 
holder is  liable  to  Income  Tax? — Yes. 

17.550.  If,  therefore,  the  surplus  or  profit  of  the 
Co-operative  Society  were  liable  to  tax  would  it  not 
be  worth  while  taxing  the  undivided  profits  ? — 
Certainly;  that  would  always  be  something  towards 
helping  the  State. 

17.551.  If  they  were  put  on  the  same  basis  as  a 
limited  company  their  undivided  profits  would  be 
taxed  at  the  full  rate,  whether  the  members  themselves 
were  liable  to  tax  or  not? — That  is  one  thing  that 
could  be  done.  Regarding  that,  I should  like  to  point 
out  that,  presuming  on  the  one  hand  a Co-operative 
Society,  and,  on  the  other  hand,  a firm  of  individual 
traders,  and  that  both  lay  aside  £10,000  for  the 
extension  of  their  business,  as  the  thing  stands  at 
the  present  time,  the  co-operators  have  got  the  whole  . 
of  that  £10,000  to  work  upon,  but  the  traders  have 
.only  £7,000  to  work  upon,  because  the  6s.  in  the  £ 
takes  away  the  other  £3,000.  We  think  that  is  a 
gross  injustice  to  traders;  and,  to  bring  it  down  to 

a personal  matter  in  one  way,  the  Co-operative 
Societies  a short  time  ago  started  getting  up  a 
£100,000  special  propaganda  campaign  fund.  We 
got  up  an  opposition  fund  to  that  opposition  in  this 
way,  that  we  were  going  to  work  in  our  own  defence 
against  what  they  were  going  to  spend  that  money 
on.  Last  year,  as  you  know,  in  November  and 
December,  the  general  election  came  on,  which  pre- 
vented us  doing  our  campaign  work. 

17.552.  Chairman:  Is  this  an  answer  to  Mr 

Birley’s  question? — It  is  in  connection  with  the 
reserve  funds. 

17.553.  I do  not  want  you  to  get  on  to  an  argu- 
ment because  if  you  do  that  there  will  come  other 
questions  upon  your  statement.  I want  you  to  keep, 
if  you  can,  to  the  questions  put  to  you  ; I do  not  want 
you  to  get  into  a general  debate  on  these  points.  If 
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you  will  kindly  answer  the  question  definitely  I 
think  that  will  be  sufficient.  I do  not  want  to  have 
further  questions  addressed  to  you  on  the  statement 
which  yoa  are  now  making  or  we  shall  never  finish. 

17.554.  Mr.  Birley : I thought  the  answer  I re- 
ceived was,  if  put  shortly,  “ yes.” 

17.555.  Chairman : Mr.  Birley  was  satisfied  with 
that  answer,  so  you  will  accept  that  as  being 
sufficient? — There  is  just  this  one  thing:  that  there 
was  a balance  of  that  special  fund,  and  that  we  have 
been  taxed,  and  the  co-operators  have  not  been 
taxed,  on  the  balance  of  theirs. 

17.556.  Professor  Pigou : You  lay  a great  deal  of 
stress  in  your  evidence  on  the  statement  that 
though  nominally  a personal  tax  the  tax  is  really 
a tax  on  trade  and  commerce.  I would  like  to  ask 
you  a little  about  that.  Is  it  a tax  on  trade  and 
commerce  in  proportion  to  the  turnover? — It  is  not 
in  proportion  to  the  turnover. 

17.557.  Is  it  in  proportion  to  the  profit? — It  is, 
the  whole  profit. 

17.558.  It  is  in  proportion  to  the  profit? — The  tax 
is  paid  upon  the  profit. 

17.559.  Is  it  in  proportion  to  the  profit? — Not  a 
proportion — on  the  whole  net  profit. 

17.560.  How  is  the  rate  that  is  assessed  on  profits 
determined? — According  to  the  amount. 

17.561.  Only  according  to  the  amount  of  profits? 

With  whatever  deductions,  of  course,  the  person  may 
be  able  to  claim. 

17.562.  It  depends  on  the  amount  of  income  of  the 
individuals  among  whom  the  profit  is  shared,  does  it 
it  not? — The  rate,  yes. 

17.563.  So  it  does  not  depend  on  the  amount  of 
profits  exclusively?— No,  but  the  amount  of  the 
profits  is  the  basis  of  the  taxation;  that  is  the 
original  sum. 

17.564.  Supposing  the  individual  has  an  income 
from  othei'  places  besides  his  company? — Then,  of 
course,  that  has  got  to  be  added  on. 

17.565.  Then  the  rate  does  not  depend  on  the 
amount  of  profits  from  your  particular  company? — 
Not  from  one  particular  source.  If  a person  has 
income  from  several  sources  then,  of  course,  they 
have  all  got  to  be  added  together,  and  the  total  sum 
then  is  the  one  upon  which  the  rate  is  calculated. 

17.566.  Then  we  have  it  that  the  rate  of  tax  does 
not  depend  on  the  turnover,  and  does  not  depend 
really  on  the  amount  of  the  profit,  but  on  the  income 
of  the  individuals  among  whom  it  is  shared? — If  he 
has  an  income  apart  from  his  business. 

17.567.  In  those  circumstances  is  it  not  rather 
straining  things  to  speak  of  Income  Tax  as  a tax 
upon  trade  and  commerce? — I do  not  think  so, 
because  whatever  resulting  profit  he  has  from  his 
trade  is  calculated  in  his  Income  Tax,  and  so  far  as 
Income  Tax  is  concerned  that  tax  is  a tax  upon 
his  trade. 

17.568.  I gather  you  adhere  to  that.  There  is  a 

point  in  paragraph  7 ( d ).  You  say:  “This  profit 

is  an  unearned  increment.  It  is  got  apart  from  the 
member’s  daily  employment.”  Do  you  distinguish 
there  between  the  profit  or  surplus  of  a Co-operative 
Society  and  the  income  from  shares  of  a shareholder 
in  a company? — That  is  dealing  entirely  with  co- 
operators.  We  are  referring  solely  and  entirely  to 
Co-operative  Societies. 

17.569.  But  is  the  income  which  I get  from  holding 
shares  in  an  ordinary  company  unearned  increment? 
—That  is  so. 

17.570.  So  the  position  of  the  income  that  the  co- 
operative shareholder  gets  is  exactly  the  same  as  the 
position  of  an  income  that  I get  from  an  ordinary 
company? — Not  exactly.  An  ordinary  company  may 
be  carrying  on  the  general  business  of  the  nation, 
and  it  requires  capital  to  carry  that  on,  and  every 
shareholder  provided  the  capital  to  enable  that  com- 
pany to  be  carried  on  and  to  give  employment  to 
people  in  the  general  trade  of  the  country’. 

17,671.  They  are  both  unearned  increments.  I 
wanted  to  know  the  sense  in  which  you  use  that 
term? — That  is  what  I was  saying  regarding  the 
shareholder  of  a limited  liability  company  carrying 
on  the  general  trade  of  the  country.  The  other 
natter,  the  co-operative  dividend  that  is  got,  is  got 
by  interfering  with  the  taxpaying  trade  of  the 


country.  It  is  an  unearned  income,  and  is  gained  en- 
tirely apart  from  his  daily  employment. 

17.572.  Then  if  one  firm  is  assessed  and  another 
firm  by  doing  business  more  effectively,  turns  that 
other  firm  out  of  business,  would  the  same  objection 
hold  ? — No. 

17.573.  That  also  is  interfering  with  the  trade  of 
the  country? — No,  it  is  not  interfering;  that  is  still 
carrying  on  the  trade  of  the  country. 

17.574.  And  do  not  co-operators  carry  on  the  trade 
of  the  country? — 'They  carry  it  on  to  the  exclusion  of 
payment  to  the  State  for  what  they  ought  to  pay  for 
the  maintenance  of  the  State. 

17.575.  I rather  think  this  point  is  put  in  para- 
graph 13,  is  it  not,  that  these  societies,  if  they  ex- 
tended, would  displace  more  of  the  Income  Tax  paying 
trade  of  the  country.  That  is  the  point,  is  it  not?— 

17.576.  But  do  you  suggest  that  if  the  Co-operative 
Societies  extend,  these  persons  who  are  now  engaged 
in  retail  trade  would  earn  nothing? — Regarding  that, 
the  statement  by  the  co-operators  is  that  if  they 
gained  their  end,  that  is,  the  extermination  of  the 
traders  and  the  institution  of  universal  co-operation, 
all  the  parties  at  present  engaged  in  trade  would  be 
engaged  by  the  Co-operative  Societies.  There  is  no 
statement  more  fallacious  than  that ; because  sup- 
posing it  were  the  case — take  the  Co-operative  Socie- 
ties at  the  present  time;  they  do  not  employ  4 per 
cent,  of  their  members  in  their  wholesale,  retail,  and 
productive  business ; and  to  say  that  they  would  be 
able  to  give  them  all  employment  in  the  stores  is  a 
statement  that  cannot  be  proved  to  the  satisfaction 
of  any  person  who  has  acquaintance  with  the  matter. 
Therefore,  if  the  co-operative  movement  displaces 
traders  in  that  way,  they  are  throwing  them  out  in 
the  street  and  offering  them  nothing  in  exchange  for 
the  business  they  have  taken  away ; and  they  are 
leaving  them  to  the  mercy  of  the  cold  world. 

17.577.  But  if  you  take  the  thing  from  a rather 
longer  point  of  view,  surely  if  one  kind  of  retail 
trading  supplants  another,  these  other  people  will 
presumably  train  their  children  to  other  sorts  of 
work? — Pardon  me,  I did  not  hear  your  question. 

17.578.  Is  not  your  objection  really  analogous  to  the 
objection  which  the  people  who  owned  coaches  made 
to  the  introduction  of  railways?  Is  it  not  really 
exactly  the  same  thing? — No.  There  is  an  enormous 
difference  between  them.  By  introducing  railways 
they  increased  the  trade  of  the  country;  they  intro- 
duced new  industries  into  the  country,  thereby  giving 
an  enormous  amount  of  employmnet  to  a very  con- 
siderable number  of  people.  But  the  co-operative 
movement  is  reducing  employment,  which  is  the  very 
opposite  of  what  was  done  in  the  case  of  the  railways 
superseding  the  coaches — the  very  opposite  entirely. 

17.579.  Then  is  your  argument  that  Co-operative 
Societies  do  the  same  amount  of  work  with  a less  em- 
ployment of  labour  and  capital  ?— They  do. 

17.580.  Is  not  that  an  argument  strongly  in  their 
favour?  No,  because  now  you  are  coming  to  the  ques- 
tion of  prices  and  quality  of  goods.  The  fact  is  that 
although  Co-operative  Societies  do  their  work  with 
far  fewer  employees  than  individual  traders  would 
engage — traders  who  pay  more  in  rates  and  wages,  and 
employ  more  employees,  can  beat  every  co-operative 
store  hollow  in  price  and  quality  of  the  goods  in  which 
they  are  dealing. 

17.581.  I have  only  one  more  question.  You  have 
suggested  that  the  co-operative  stores,  in  order  to 
escape  Income  Tax,  might  reduce  their  prices  and  so 
get  rid  of  the  difficulty? — Not  get  rid  of  it,  but  reduce 

17.582.  It  is  exactly  the  same,  from  the  point  of 
view  of  the  members  of  the  Co-operative  Societies, 
whether  they  buy  their  things  cheaper  or  pay  more 
for  them  and  get  the  dividend  back  ? — Am  I right  in 
taking  it  that  you  mean  that  if  they  drop  the 
dividend  altogether  and  sell  at  cost  price,  plus  the 
cost  of  distribution,  there  would  be  nothing  to  tax? 

17.583.  I am  suggesting  to  you  that  it  is  in  their 
power  to  do  that? — Yes,  it  is  in  their  power  to  do 
that. 


MINUTES  OF  EVIDENCE. 


871 


22  October , 1919.]  Mr.  Robert  Walker.  [ Continued . 


17.584.  And  if  they  did  that,  is  it  not  the  case  that 
there  will  then  be  no  profit  to  tax  ? — There  will  be  no 
profit  to  tax;  but  we  come  back  to  our  bedrock  prin- 
ciple, and  that  is  that  they  are  doing  250  millions  of 
the  trade  of  the  country,  which  costs  the  country  a 
great  deal  for  its  protection  and  maintenance,  and 
that  if  there  is  no  profit  then  it  comes  to  that  portion 
in  our  evidence  where  we  say  that  their  object  is  to 
exterminate  the  traders,  and  that  if  they  gain  that 
end  the  Chancellor  of  the  Exchequer  would  then  be 
compelled  to  tax  them  in  some  way  or  another  to 
maintain  the  expenses  of  the  State;  and  we  say  why 
should  the  Chancellor  of  the  Exchequer  not  begin  now 
with  the  £250,000,000? 

17.585.  What  I want  to  get  at  is  this.  You  say  it 
is  open  to  these  co-operators,  if  they  choose,  to  get 
round  the  tax  by  destroying  their  profits  and  giving 
what  you  call  the  profits  in  cheaper  prices.  My  ques- 
tion is,  if  that  is  so,  what  would  you  gain  by  your 
course? — There  is  one  thing  we  would  gain,  and  that 
is  apart  entirely  from  this  inquiry.  One  thing  wo 
would  gain  would  be  that  within  nine  or  twelve 
months  thereafter  there  would  be  no  Co-operative 
Societies. 

17.586.  I will  not  ask  you  how  that  follows. — 
Because  it  is  the  dividend  that  keeps  them  together; 
and  the  dividend  alone. 

17.587.  That  is  clearly  a matter  of  opinion,  but 
would  you  prohibit  them  from  doing  this? — You 
cannot. 

17.588.  You  would  not? — You  cannot  prohibit 
them. 

17.589.  So  that  except  by  their  demise  to  which 
you  look  forward  as  the  result,  you  would  really  get 
no  remedy  for  your  policy? — No,  but  I think  the 
Chancellor  of  the  Exchequer  would  then  find  some 
other  means  of  getting  at  them  to  make  them  pay 
for  what  they  were  getting  and  what  they  were  cost- 
ing the  country. 

17.590.  Or.  Stamp:  But  on  your  supposition  they 
would  be  dead. 

17.591.  Mr.  Armitag e-Smith : Supposing  that 

every  teetotal  organisation  combined  with  the  manu- 
facturers of  teetotal  drinks  to  extinguish  the  drink- 
ing of  wine  in  this  country — as  you  are  aware  a 
large  revenue  is  now  derived  by  the  State  from  the 
duty  on  wine — would  you  transfer  the  whole  of  the 
burden  of  taxation  on  alcoholic  liquors  to  the  soda- 
water  manufacturers,  &c.  ? — Well,  that  is  rather  a 
puzzling  question.  It  would  make  it  that  the  soda- 
water  manufacturers,  I think,  would  very  soon  have 
to  go  out  of  business.  My  answer  to  that  would  be 
that  I think  in  the  event  of  such  an  extraordinary 
occurrence  happening,  the  Chancellor  of  the  Exche- 
quer would  find  out  more  than  one  way  of  getting 
his  revenue  and  would  not  look  to  the  soda-water 
manufacturers  entirely. 

17.592.  He  would  lose  so  many  millions  and  he 
would  look  round  to  see  how  to  raise  them.  But  in 
the  case  of  the  Co-operative  Societies,  in  paragraphs 
13,  14  and  15,  you  say  explicitly  that  those  societies 
are  to  be  made  to  bear  the  whole  burden  of  taxation 
which  is  lost  by  the  extinction  of  their  competitors. 
How  do  you  reconcile  your  proposals  in  paragraphs 
13,  14  and  15  with  your  former  answer? — The  state- 
ment that  we  make  in  those  paragraphs  is  that  they 
ought  to  replace  what  they  displace. 

17.593.  But  soda-water  is  not  to  replace  wine. 
Your  principle  in  paragraphs  13,  14  and  15  is  in- 
capable of  generalization.  Is  that  it? — No,  not 
exactly.  If  you  are  taking  it  in  a general  way,  by 
destroying  the  businesses  of  certain  traders  who  have 
been  carrying  on  a legitimate  system  of  trade,  they 
have  destroyed  that  and  taken  it  over  without  the 
imperial  burdens  that  were  imposed  upon  those 
traders;  and  we  say  that  doing  that  to  their  own 
benefit,  or  to  their  own  imaginary  benefit,  which- 
ever way  you  like  to  put  it,  they  ought  to  take  upon 
their  shoulders,  or  have  forced  upon  their  shoulders, 
the  burdens  that  had  been  borne  by  the  parties  whose 
business  they  have  destroyed,  and  the  benefit  of  whose 
business  they  are  now  having. 

17.594.  That  is  your  solution  with  the  Co-operative 
Societies,  but  when  the  same  principle  is  put  to  you 
with  regard  to  any  other  business  that  displaces  any 


other  business  you  refuse  to  apply  it? — We  do  not 
say  that.  The  value  of  the  soda-water  trade  com- 
pared with  the  value  of  the  liquor  trade  is  like  a drop 
compared  with  the  whole  of  the  rest  of  a bucketful, 
and  to  impose  the  whole  bucketful  of  taxation  upon 
a drop,  of  course  means  absolute  extinction  at  once. 
Of  course  it  may  be  my  denseness,  but  I hardly  think 
the  two  cases  are  analogous. 

17.595.  Do  you  realize  that  the  principle  applied 
in  paragraphs  13,  14  and  15  of  a Super-tax,  or  rather 
a penal  tax,  on  Co-operative  Societies  is  entirely  in- 
consistent with  your  answers  to  Dr.  Stamp? — We  are 
not  asking  for  any  Super-tax. 

17.596.  You  are  asking  for  a special  tax  on  Co- 
operative Societies  to  make  up  the  loss  of  revenue? — 
No.  In  the  first  place  we  are  asking  them  to  replace 
what  they  displace,  and  then  referring  to  the  state- 
ment that  the  co-operators  have  made,  that  their 
object  is  the  extermination  of  the  traders  and  having 
universal  Co-operative  Societies,  we  point  out  that 
if  that  were  done,  the  Chancellor  of  the  Exchequer 
would  then  have  to  tax  them  in  some  way  or  other 
to  maintain  the  revenue  of  the  country ; and  then  we 
go  on  to  ask  why  could  not  the  Chancellor  of  the 
Exchequer  do  that  now? 

17.597.  What  I asked  you  was  whether  you  realize 
that  the  principle  implied  in  paragraphs  13,  14  and 
15  is  inconsistent  with  the  whole  of  your  answers  to 
Dr.  Stamp,  who  elicited  from  you  that  you  did  not 
want  to  treat  Co-operative  Societies  in  a different 
way  from  limited  companies? — Pardon  me;  I do  not 
think  one  clashes  with  the  other  at  all. 

17.598.  Mr.  Synnott : May  I suggest  to  you  that  I 
could  put  your  argument  in  a way  which  would  be 
perhaps  more  politic  and  more  logical.  Would  you 
kindly  drop  the  phrase  “legitimate  trade,”  or 
“ illegitimate  trade,”  and  “ ordinary  traders.”  Is 
not  your  argument  this : that  both  private  persons 
and  private  companies  are  trading,  and  you  want 
them  to  be  put  on  the  same  basis?  Now  will  you 
assume  for  the  moment  that  a Co-operative  Society 
is  a legitimate  form  of  trading? — It  is  quite  legal. 

17.599.  All  you  want  is  that  they  should  be  taxed 
on  the  same  basis.  Is  not  that  all  you  want? — In 
the  meantime. 

17.600.  Do  you  want  something  more  than  that? — 
In  the  meantime,  and  we  will  see  how  that  works  out. 

17.601.  Now  is  not  the  bottom  of  the  whole  thing, 
whether  the  Co-operative  Societies  make  a profit  in 
the  ordinary  sense  of  the  word  and  in  the  sense  of 
the  Income  Tax  Acts  ? Is  not  that  the  real  point  ? — 
That  is  a question  that  has  given  rise  to  a good 
deal  of  discussion. 

17.602.  I observe  that  in  the  report  of  the  1905 
Committee,  which  was  adopted,  I think,  in  some 
paper  issued  from  the  Inland  Revenue,  they  say  this, 
speaking  of  what  they  call  Co-operative  Societies : 
“ This  dividend  is  clearly  not  profit  but  merely  a 
return  to  members  of  sums  which  they  have  paid  for 
their  own  goods  in  excess  of  the  cost  price.”  Ib  that 
correct  ? — Even  supposing  that  were  correct,  they 
are  in  the  position  of  being  shopkeepers,  and  as  shop- 
keepers they  are  then  receiving  profit  on  their  trade. 

17.603.  But  is  there  not  a better  answer?  Is  it 
correct  to  say  that  the  members  have  paid  for  those 
goods  at  all?  It  is  not  the  members  at  all;  it  is 
the  society,  which  is  an  entity  absolutely  distinct 
from  the  members,  is  it  not  ? — The  society  is  the 
members;  or  rather  I am  wrong;  I will  put  it  that 
the  members  are  the  society;  they  are  the  share- 
holders. 

17.604.  But  it  is  an  absolutely  different  legal 
entity  altogether.  The  society  is  not  the  members 
at  all? — The  members  form  the  society. 

17.605.  The  members  do  not  pay  for  the  goods? — 
It  is  the  members’  money  that  pays  for  them.* 

* The  witness  wishes  to  add  this  footnote 

“ He  regrets  having  misunderstood  the  questions  put  to  him  by 
Mr.  Synnott  referring  to  buying  and  paying  for  the  goods.  He, 
unfortunately,  at  the  time,  took  it  that  the  questions  were  asked 
regarding  the  purchases  retail  by  the  members  ; but  he  now  sees 
that  the  questions  referred  to  the  goods  purchased  for  the  Society. 
Had  it  not  been  for  this  misunderstanding,  his  answer  would 
have  been  that  the  goods  certainly  were  purchased  by  and  paid 
for  by  the  Society.” 
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17.606.  I want  to  help  you,  and  you  will  not  let 
me.  If  it  is  to  be  a question  of  profit,  is  your  point 
this : that  the  profit,  whether  it  is  a return  by  reduc- 
tion of  price  or  not,  comes  within  this  sort  of  defini- 
tion of  profit,  that  it  is  an  excess  of  receipts  over 
expenditure?  It  is  that,  is  it  not? — It  is  that. 

17.607.  And  your  point  is  that  that  is  so,  whether 
a member  buys  or  not.  I was  suggesting  it  was  not 
the  member  who  buys  at  all  or  the  group  of  members, 
but  something  different,  namely,  the  society.  Now 
about  the  other  point;  it  is  really  important  to  us. 
Do  you  happen  to  know  to  what  extent  the  member- 
ship of  these  societies  is  composed  of  persons  in  ex- 
cess of  the  Income  Tax  limit?  Do  you  say  there  is 
no  registration  of  members  of  these  Industrial  and 


Provident  Societies  as  there  is  of  companies? — You 
refer  to  the  registration  of  the  name  and  business 
and  address  of  the  members.  They  have  that,  but 
they  keep  it  to  themselves. 

17.608.  Cannot  you  get  it? — No. 

17.609.  Is  it  not  public  property? — No,  and  even 
the  Registrar  General  does  not  get  it,  because  in  the 
return  that  the  Registrar  General  gets  from  them, 
instead  of  “John  Robinson”  and  “Peter  Dixon” 
it  is  “ No.  5 ” and  “ No.  6.” 

17.610.  You  canot  get  at  the  names  and  addresses 
as  you  can  get  at  the  names  and  addresses  of  limited 
liability  companies? — You  cannot. 

17.611.  Chairman:  Thank  you,  Mr.  Walker. 


Mr.  John  Montgomerie,  on  behalf  of  the  Imperial 1 
Master  Bakers,  &c.,  &c. 

The  witness  handed  in,  as  his  evidence-in-chief,  a 
paper,  certain  paragraphs  of  which  are  printed  below. 
The  remaining  paragraphs  are  printed  in  Appendix 
No.  28.  ■ 

17.612.  The  Imperial  Commercial  Association  is 
composed  of  members  representing  traders,  manu- 
facturers, shipowners,  affiliated  Associations  and 
other  industries  in  this  country  and  the  Colonies. 

I am  a member  of  this  Association  and  have  been 
asked  to  give  evidence  on  its  behalf  regarding  the 
question  of  the  exemption  of  Co-operative  Societies 
registered  under  the  Industrial  and  Provident  Socie- 
ties Act,  1893,  from  payment  of  Income  Tax  under 
Schedules  C and  D.  I am  a member  of  the  National 
Association  of  Master  Bakers,  the  Irish  Association 
of  Master  Bakers,  and  the  Scottish  Association  of 
Master  Bakers,  and  represent  them  as  well  as  the 
Associations  enumerated  in  the  list  attached. 

The  evidence  to  be  submitted  is  divided  into  three 
parts,  viz. : — 

(1)  to  show  that  societies  are  ordinary  traders. 

and  are  not  entitled  to  exemption  from 
payment  'of  Income  Tax  under  Schedules  C 
and  D ; 

(2)  to  show  that  societies  make  ordinary  trading 

profits,  and  to  show  the  methods  adopted 
to  obscure  the  fact  by  the  substitution  of 
“ surplus  ” for  “ profits  ” in  their  balance 
sheets  and  rules;  and  correspondence  with 
the  Board  of  Inland  Revenue  on  this  ques- 
tion ; 

(3)  to  show  that  societies  have  rendered  them- 

selves liable  to  payment  of  Income  Tax 
under  Schedules  C and  D by  limiting  their 
shares  and  selling  to  non-members. 

In  addition  there  is  appended  for  reference  pur- 
poses : — 

(4)  A Supplementary  Appendix*  containing : cor- 

respondence between  the  Rt.  Hon.  R. 
McKenna  and  myself  on  the  question 
whether  societies  make  profits ; excerpts 
from  Parliamentary  Debates  in  connection 
with  the  taxation  of  Oo-operative  Societies ; 
a historical  sketch  of  the  enactments 
relating  to  societies  registered  under  the 
Industrial  and  Provident  Societies  Acts 
since  1852;  and  excerpts  from  the  rules 
of  various  societies. 

Part  I. 

To  show  that  societies  trading  under  the  Industrial 
and  Provident  Societies  Acts,  1893-1913,  are 
ordinary  traders  and  are  not  entitled  to  exemp- 
tion from  payment  of  Income  Tax  underr 
Schedules  C and  T). 

17.613.  (1)  In  preparing  my  evidence  I have  gone 
very  carefully  into  this  question  with  a view  to  ascer- 
taining whether  Industrial  and  Provident  Societies 
registered  under  the  Industrial  and  Provident  Socie- 
ties Acts,  1893-1913,  are  entitled  to  exemption  from 
payment  of  Income  Tax  under  Schedules  C and  D, 
and  more  especially  to  the  exemption  granted  to 
societies  in  terms  of  section  24  of  the  Industrial  and 
Provident  Societies  Act,  and  section  39,  subsection  4, 
of  the  Inland  Revenue  Act,  1918. 

17.614.  (2)  I submit  that  societies  registered  under 

* Not  reproduced. 


jial  Association,  the  National  Association  of 
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the  Industrial  and  Provident  Societies  Act,  by  their 
constitution,  their  registered  rules,  and  their  methods 
of  trading,  are  not  entitled  to,  and  should  not  have 
been  granted  exemption  from  payment  of  Income  Tax 
under  Schedules  C and  D of  the  Income  Tax  Act. 

17.615.  (3)  In  the  first  place  I shall  refer  to  the 
constitution  of  societies  to  show  that,  as  constituted, 
they  are  trading  in  every  respect  similar  to  com- 
panies registered  under  the  Companies  Act,  as  will 
be  seen  from  section  21  of  the  Industrial  and  Provi- 
dent Societies  Act,  1893,  which  reads  as  follows : — 

The  registration  of  a society  shall  render  it  a 
body  corporate  by  the  name  described  in  the 
acknowledgment  of  registry,  by  which  it  may  sue 
and  be  sued,  with  perpetual  succession  and  a 
common  seal,  and  with  limited  liability,  and  shall 
vest  in  the  society  all  property  for  the  time  being 
vested  in  any  person  in  trust  for  the  society ; . . 

17.616.  (4)  It  will  be  observed  that  under  section  21 
the  registration  of  a society  renders  it  a body  cor- 
porate with  perpetual  succession  and  a common  seal, 
and  with  limited  liability. 

17.617.  (5)  I direct  the  attention  of  the  Commis- 
sion to  the  similarity  between  the  constitution  of 
societies  and  the  constitution  of  companies  registered 
under  the  Companies  Act.  The  following  is  an 
excerpt  from  the  Companies  Consolidation  Act,  1908, 
section  16,  subsection  2 : — 

From  the  date  of  incorporation  mentioned  in 
the  certificate  of  incorporation,  the  subscribers  of 
the  memorandum  together  with  such  other  per- 
sons as  may  from  time  to  time  become  members 
of  the  company,  shall  be  a body  corporate  by 
the  name  contained  in  the  memorandum,  capable 
forthwith  of  exercising  all  the  functions  of  an 
incorporated  company,  and  having  perpetual  suc- 
cession and  a common  seal,  with  power  to  hold 
lands. 

17.618.  (6)  The  objects  for  which  a society  may  be 
formed  are  stated  in  section  4 of  the  Industrial  and 
Provident  Societies  Act,  1893,  viz.:- — 

A society  which  may  be  registered  under  this 
Act  (herein  called  an  Industrial  and  Provident 
Society)  is  a society  for  carrying  on  any  indus- 
tries, businesses  or  trades  specified  in  or  autho- 
rised by  its  rules,  whether  wholesale  or  retail, 
and  including  dealings  of  any  description  with 
land.  Provided  that  (a)  no  member  other  than  a 
registered  society  shall  have  or  claim  any  interest 
in  the  shares  of  the  society  exceeding  Two  hun- 
dred pounds.  ... 

17.619.  (7)  It  is  important  at  this  stage  that  I 
should  explain  my  views  regarding  what  seems  to  be 
the  only  difference  between  a society  registered  under 
the  Industrial  and  Provident  Societies  Act  and  a 
company  registered  under  the  Companies  Act,  viz-, 
that  the  members  of  a society  (according  to  section  4) 
shall  have  no  claim  or  interest  in  the  shares  of  a 
society  exceeding  two  hundred  pounds.  It  will  be 
observed  that  the  member’s  holding  is  restricted  to  a 
limit  of  two  hundred  pounds,  but  there  is  no  limit  to 
the  amount  the  society  can  borrow  on  loan. 

17.620.  (8)  As  evidence  of  the  above,  I quote  from 
section  55  of  the  Industrial  and  Provident  Societies 
Act,  1893,  relating  to  the  conversion  of  a company 
registered  under  the  Companies  Act'  into  a socie  y 
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registered  under  the  Industrial  and  Provident 
Societies  Act,  which  is  to  the  following  effect:  — 

(1)  A company  registered  under  the  Companies 

Act  may  by  a special  resolution,  determine 
to  convert  itself  into  a registered  society, 
and  for  this  purpose,  in  any  case  where  the 
nominal  value  of  its  shares  held  by  any 
member  other  than  a registered  society 
exceed  Two  hundred  pounds,  may,  by  such 
resolution,  provide  for  the  conversion  of 
the  excess  of  such  share  capital  over  Two 
hundred  pounds  into  a transferable  loan 
stock  bearing  such  rate  of  interest  as  may 
be  thereby  fixed,  and  repayable  on  such 
conditions  only  as  are  in  such  resolution 
determined. 

(2)  A resolution  for  the  conversion  of  a company 

into  a registered  society  shall  be  accom- 
panied by  a copy  of  the  rules  of  the  society 
therein  referred  to,  and  shall  appoint  seven 
persons,  members  of  the  company,  who, 
together  with  the  secretary,  shall  sign  the 
rules,  and  who  may  either  be  authorised 
to  accept  any  alteration  made  by  the  regis- 
trar therein,  without  further  consulting 
the  company,  or  may  be  required  to  lay  all 
such  alterations  before  the  company  in 
general  meeting  for  acceptance  as  the  reso- 
lution may  direct. 

17.621.  (9)  From  the  foregoing  it  will  be  seen  that 
provision  has  been  made  in  the  Industrial  and  Provi- 
dent Societies  Act  to  enable  a company  registered 
under  the  Companies  Act  to  convert  into  a society 
by  a simple  resolution.  All  that  is  necessary  is  to 
limit  the  amount  a former  shareholder  held  to  two 
hundred  pounds  and  convert  the  balance  of  the  hold- 
ing into  a transferable  loan  stock  bearing  such  rate 
of  interest  as  may  be  fixed. 

17.622.  (10)  The  same  privilege  of  conversion  from 
a society  registered  under  the  Industrial  and  Provi- 
dent Societies  Act  into  a company  registered  under 
the  Companies  Act,  is  given  in  section  54  of  the  Indus- 
trial and  Provident  Societies  Act,  1893,  viz.:  — 

A registered  society  may  by  special  resolution 
determine  to  convert  itself  into  a company  under 
the  Companies  Act,  or  to  amalgamate  with  or 
transfer  its  engagements  to  any  such  company. 

17.623.  (11)  Before  going  further  I should  like  to 
express  my  views  on  what  is  required  to  place  societies 
on  an  equitable  basis  with  companies  registered  under 
the  Companies  Act,  and  with  all  private  traders.  It 
would  appear  from  the  foregoing  that  the  only  differ- 
ence which  stands  in  the  way  of  a proper  adjustment 
is  the  question  of  the  restriction  of  the  shares  held 
by  members  of  societies  to  two  hundred  pounds,  and 
the  question  of  societies  being  unrestricted  as  to  the 
amount  of  capital  they  can  borrow  from  members  or 
others.  I submit  that  a simple  remedy  would  be  to 
repeal  the  limiting  of  the  share  capital  the  individual 
members  of  a society  are  allowed  to  hold,  to  limit  the 
share  capital  the  society  is  allowed  to  issue,  to  issue 
any  loan  capital  in  the  form  of  debentures,  and  to 
place  a restriction  on  the  amount  societies  should  be 
allowed  to  borrow  in  comparison  to  its  share  capital. 

17.624.  (12)  I submit  that  along  with  the  foregoing, 
section  24  of  the  Industrial  and  Provident  Societies 
Act,  1893,  should  be  repealed,  and  Income  Tax  under 
Schedules  C and  D collected  from  the  society  at  the 
source.  By  this  means  societies,  private  traders,  and 
companies  trading  under  the  Companies  Act  would 
be  placed  on  an  equal  basis  of  taxation,  and  it  would 
result  in  a valuable  addition  to  the  funds  of  State. 

17.625.  (13)  I submit  evidence  from  the  registered 
rules  of  societies,  to  prove  that  they  are  trading  as 
ordinary  traders  and  have  no  right  or  title  to  claim 
exemption  under  Schedules  C and  D of  the  Income 
Tax  Act.  I respectfully  direct  your  attention  to  the 
following  excerpts  from  rules  of  various  Societies, 
which  show  the  object  for  which  they  were  established. 

(14)  [Sec  Appendix  No.  28,  par.  1.] 

(15)  [»?cc  Appendix  No.  28,  par.  2.] 

(16)  [flee  Appendix  No.  28,  par.  3.] 

17.626.  (17)  It  will  be  observed  that  from  the  estab- 
lishment of  the  branch  wholesale  society  till  the  for- 


mation of  the  retail  society,  they  have  not  one  single 
member  dealing  with  them.  They  trade  entirely  with 
the  outside  public. 

17.627.  (18)  The  injustice  of  this  mode  of  conduct- 
ing business  is  obvious.  They  have  power  under  their 
rules  to  use  their  accumulated  wealth  in  order  to 
attack  private  and  public  traders  in  any  district 
where  they  choose  to  establish  a branch.  The  income 
derived  from  these  private  and  public  traders  in  the 
form  of  Income  Tax  may  amount  to  several  thousands 
of  pounds  per  annum,  and  when  they  are  ousted  out 
of  business  this  income  is  lost  to  the  State.  Not  only 
so,  but  the  Treasury  loses  the  Income  Tax  on  the  profit 
made  by  the  private  wholesale  traders  who  supplied 
the  retailers. 

17.628.  (19)  It  is  therefore  not  only  the  Income  Tax 
on  the  retail  profit  which  is  lost  to  the  State,  but  the 
Income  Tax  on  the  wholesale  profit  also. 

17.629.  (20)  Societies  carrying  on  business  under 
such  rules  can  decide  at  any  time  to  drive  the  public 
or  private  traders  out  of  a district.  The  wholesale 
society  can  afford  to  make  a loss  for  several  years, 
and  they  are  further  subsidized  by  freedom  from  pay- 
ment of  Income  Tax.  If  this  rule  means  anything,  it 
means  that  the  Government  is  assisting  them  to  cap- 
ture businesses  which  public  and  private  traders  have 
legitimately  built  up.  It  is  not  a question  of  members 
of  the  public  forming  themselves  into  a society  or 
asking  to  be  supplied  with  goods  by  the  wholesale 
society.  The  question  of  becoming  members  of  a 
society  only  arises  when  the  wholesale  branch  has 
secured  in  a district  a sufficient  number  of  customers 
who  formerly  dealt  with  other  traders.  On  the  face  of 
such  rules,  can  it  be  contended  that  such  societies  are 
not  ordinary  traders? 

17.630.  (21)  The  Plymouth  Co-operative  Society, 
Ltd. — Rule  4. — Objects: — The  objects  of  this  society 
are  to  carry  on  the  trades  or  businesses  of  general 
dealers,  manufacturers,  builders,  and  insurers  of  pro- 
perty against  risks  of  every  description  and  shall  also 
include  dealings  of  every  description  with  land.  The 
society  shall  have  full  powers  to  do  all  things  necessary 
or  expedient  for  the  accomplishment  of  all  objects 
specified  in  its  rules. 

17.631.  (22)  The  York  Equitable  Industrial  Society, 

Ltd. — Rule  3. — Objects: — The  objects  of  the  society 
are  to  carry  on  the  trades  of  general  dealers,  both 
wholesale  and  retail,  also  of  farmers  and  builders,  and 
of  manufacturers  of  any  article  dealt  in  by  the 
society.  . . . 

17.632.  (23)  The  foregoing  specimens  of  the  rules 
and  the  objects  and  methods  of  trading  establish  the 
fact  that  these  societies  are  ordinary  traders  and 
carry  on  business  as  general  dealers,  both  wholesale 
and  retail. 

(24)  [Sec  Appendix  No.  28,  par.  4.] 

(25)  [See  Appendix  No.  28,  par.  5-] 

(26)  [See  Appendix  No.  28,  par.  6.] 

(27)  [See  Appendix  No.  28,  par.  7.] 

(28)  [See  Appendix  No.  28,  par.  8.] 

(29)  [Sec  Appendix  No.  28,  par.  9.] 

(30)  [See  Appendix  No.  28,  par.  10.] 

17.633.  (31)  In  his  Inaugural  Address  to  the  50th 
Annual  Co-operative  Congress  (page  87  of  the 
Report),  Mr.  T.  Killon,  President,  said:  — 

Taxation  of  workers’  savings  from  mutual 
trading  would  be  one  of  the  most  pernicious 
acts  of  legislation  ever  enacted  against  the 
desires  of  the  working  classes  to  improve  their 
economic  conditions.  We  are  a law-abiding  body 
of  citizens,  and  being  wage-earnei's  we  have  to 
meet  our  taxation  responsibilities  to  the  State 
if  our  incomes  come  within  the  present  claims 
of  the  Chancellor  of  the  Exchequer,  whilst  we 
have  no  means  of  evading  the  full  demand  of 
Income  Tax,  as  is  the  oase  with  many  profit- 
makers. 

17.634.  (32)  This  statement  is  not  in  keeping  with 
the  claims  made  in  co-operative  advertisements  re- 
garding the  class  of  persons  who  are  members  of 
societies,  and  the  invitation  held  out  to  everyone  to 
join  so  that  they  will  be  in  the  best  of  company; 
but  the  fact  which  I wish  to  emphasize  is  this — 
that  there  is  no  law  in  existence  relating  to  “ mutual 
traders.”  The  words  *f  mutual  traders,”  “ co- 
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operative,”  or  “ co-operator  ” are  never  once  men- 
tioned from  the  beginning'  to  the  end  of  the  Indus- 
trial and  Provident  Societies  Act,  and  the  fact  that 
Co-operative  Societies  have  the  power  to  convert  into 
limited  companies  by  a simple  resolution  just  as  com- 
panies have  power  to  convert  into  societies,  proves 
the  absurdity  of  the  statements  regarding  “ mutual 
traders  ” made  by  co-operators. 

(33)  [See  Appendix  No.  28,  par.  11.] 

17,635.  (34)  Dealing  with  the  question  of  reserve 
funds  the  Central  Board  reported  to  the  50th 
Annual  Co-operative  Congress  in  1918  (page  250)  as 
follows : — 

The  Committee  further  suggest  that  reserve 
funds  should  be  increased.  They  suggest  that  the 
minimum  of  the  reserve  fund  of  a society  shou'.d 
be  20  per  cent,  of  the  share  and  loan  capital ; 
and  not  only  should  the  reserve  fund  be  in- 
creased by  yearly  allocations,  but  interest  on  the 
amount  of  the  reserve  fund  should  be  added  to 
such  funds.  Reserve  funds  are  established,  pri- 
marily, to  provide  a surplus  of  assets  over  liabili- 
ties to  meet  unexpected  calls  or  realisation : 
but  they  are  also  collectively-owned  capital;  and 
the  bigger  the  reserve  funds  the  less  need  there 
is  for  securing  capital  from  members  and  others. 
If  societies  increased  their  reserve  funds  suffi- 
ciently, they  would  he  able  to  work  with  a 
smaller  proportion  of  borrowed  capital,  and  by 
thus  saving  interest  charges  reduce  their  work- 
ing expenses  and  their  prices.  This  would  enable 
societies  to  develop  their  business  considerably 
and  meet  competition  more  effectively.  For  this 
reason  also,  we  therefore  recommend  an  increase 
of  reserve  funds. 

17.636.  (35)  It  is  an  injustice  to  ordinary  traders 
that  Co-operative  Societies  have  for  years  been 
escaping  taxation  on  all  sums  carried  to  reserve 
funds  of  various  kinds.  Most  societies  explicitly 
state  in  their  rules  that  their  members  shall  have 
no  right  or  interest  in  these  funds.  It  is  unfair  to 
allow  these  reserve  funds  to  accumulate  to  their 
present  vast  figures  without  payment  of  one  penny  of 
Income  Tax — funds  which  can  largely  be  used  for  the 
avowed  purpose  of  eliminating  private  enterprise. 

17.637.  (36)  The  following  is  an  excerpt  from  a 
pamphlet  issued  by  the  Co-operative  Union,  Limited, 
relating  to  the  scheme  for  Co-operative  Parlia- 
mentary representation : — 

Policy. 

(1)  To  safeguard  effectually  the  interest  of  volun- 

tary co-operation  and  to  resist  any  legis- 
lative or  administrative  inequality  which 
would  hamper  its  progress. 

(2)  That  eventually  the  processes  of  production, 

distribution,  and  exchange  (including  the 
land)  shall  he  organised  on  co-operative 
lines  in  the  interests  of  the  whole  com- 
munity. 

17.638.  (37)  It  will  he  .seen  that  co-operators  are 
not  even  satisfied  with  being  ordinary  traders,  but 
that  they  aim  at  controlling  all  processes  of  pro- 
duction, distribution,  and  exchange,  and  the  question 
therefore  becomes — where  is  Income  Tax  to  be  derived 
from,  for  the  support  of  the  State,  should  they  achieve 
the  object  they  have  in  view? 

Part  II. 

To  show  that  societies  trading  under  the  Industrial 
and  Provident  Societies  Acts,  1893-1913,  make 
ordinary  trading  profits,  which  ought  to  he  made 
liable  to  Income  Tax;  and  to  show  the  methods 
adopted  by  societies  to  obscure  the  fact  by  sub- 
stituting the  word  “ surplus  ” for  “ profits  ” in 
their  balance  sheets  and  rules;  and  corre- 
spondence with  the  Board  of  Inland  Bevenue  on 
this  question. 

17.639.  (38)  The  following  excerpt  from  the  Scot- 
tish Co-operator  of  22nd  September,  1916,  will  show 
the  methods  used  to  foster  the  idea  that  Co-operative 
Societies  do  not  make  profits  despite  the  fact  that 
the  Act  stipulates  that  they  shall  provide  in  their 
rules  “ A mode  for  the  application  of  profits  ” : — 


The  half-yearly  meeting  of  the  United  Co- 
operative Baking  Society,  Ltd.,  was  held  in  the 
Saint  Mungo  Hall,  Glasgow,  on  Saturday,  Mr. 
D.  H.  Gerrard,  J.P.,  presiding.  . . . After 

the  auditors  had  reported  the  balance  sheet  all 
in  order,  the  Chairman  pointed  out  that  the 
Board  had  dropped  the  word  “ profit  ” and  in- 
serted the  word  “ surplus  ” right  through  on 
this  occasion. 

17,640.  (39)  It  is  important  to  quote  the  terms  of 
section  65  of  the  Industrial  and  Provident  Societies 
Act,  1893,  to  understand  the  provisions  of  the  Act 
relating  to  the  erasure  or  omission  from  the  balance 
sheet  of  a society  or  the  falsification  of  any  docu- 
ment for  the  purpose  of  evading  any  of  the  provisions 
of  the  Act:  — 

If  any  person  wilfully  makes,  orders,  or  allows 
to  be  made  any  entry  or  erasure  in,  or  omission 
from,  any  balance  sheet  of  a registered  society, 
or  any  contribution  or  collecting  book,  or  any 
return  or  document  required  to  be  sent,  pro- 
duced or  delivered  for  the  purposes  of  this  Act, 
with  intent  to  falsify  the  same,  or  to  evade  any 
of  the  provisions  of  this  Act,  he  shall  be  liable  to 
a fine  not  exceeding  Fifty  Pounds. 

17.641.  (40)  I produce  the  balance  sheet*  of  this 
society  for  the  half-year  ended  25th  January,  1913, 
which  shows  that  the  word  “ profits  ” is  used.  I 
also  produce  the  balance  sheet*  of  the  same  society 
for  the  half-year  ended  28th  July,  1917,  from  which 
you  will  see  that  the  word  “ profits  ” is  not  used,  but 
that  it  is  substituted  by  the  word  “ surplus.” 

17.642.  (41)  I also  produce  the  balance  sheet*  of 
the  Kinning  Park  Co-operative  Society,  Ltd.,  Glas- 
gow, for  the  half-year  ended  1st  December,  1915, 
which  shows  that  the  word  “ profit,”  or  “ profits,”  is 
used.  I also  produce  the  balance  sheet*  of  the  same 
society  for  the  half-year  ended  4th  June,  1919,  show- 
ing that  the  word  “ surplus  ” has  been  substituted 
for  the  word  “ profits.” 

17.643.  (42)  That  Co-operative  Societies  realize 
their  untenable  position  with  regard  to  their  liability 
to  Income  Tax  is  proved  by  their  recent  anxiety  to 
drop  the  word  “ profit  ” from  their  rules  and  balance 
sheets  and  substitute  such  words  as  “ surplus.” 

(43)  [.See  Appendix  No.  28,  par.  12.] 

(44)  [.See  Appendix  No.  28,  par.  13.] 

(45)  [.See  Appendix  No.  28,  par.  14.] 

17.644.  (46)  It  is  necessary  at  this  point  to  call  the 
attention  of  the  Commissioners  to  Ihe  provisions 
of  the  Act  of  1893  in  regard  to  the  word  “profits.” 

I have  already  quoted  the  section  regarding  penalties 
t°r  erasure  from  or  falsification  of  balance  sheets  or 
documents  which  societies  are  bound  to  provide,  and 
I will  now  quote  from  the  Act,  section  10:  — 

(1)  The  Rules  of  a Society  registered  under  this 

Act  shall  contain  provisions  in  respect  of 
the  several  matters  mentioned  in  the 
second  schedule  to  this  Act. 

(2)  The  Rules  of  every  Society  registered  under 

this  Act  shalli  provide  for  the  profits  being 
appropriated  to  any  purpose  stated  therein 
or  determined  in  such  manner  as  the  rules 
direct. 

Schedule  II. 

Matters  to  be  provided  for  by  the  Rules  of 

Societies  registered  under  this  Act:  — 

(10)  Mode  of  Application  of  Profits. 

17.645.  (47)  It  will  be  seen  from  the  foregoing  that 
according  to  the  Act  of  1893,  Industrial  and  Provi- 
dent Societies  do  make  profits  no  matter  what  means 
they  may  take  to  explain  that  it  is  not  profit  they 
make.,  but  surplius.  The  very  fact  that  after  trading 
under  the  Industrial  and  Provident  Societies  Act  for 
twenty  years,  and  only  when  the  question  of  Income 
Tax  has  become  acute,  they  take  6teps  to  substitute 
the  word  “ surplus  ” for  “ profits,”  should  prove 
clearly  that  societies  realize  themselves  that  they  are 
doing  something  to  evade  the  provisions  of  the  Indus- 
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trial  and  Provident  Societies  Act,  1893,  with  a view 
to  escaping  taxation. 

17.646.  (48)  I shall  now  quote  from  the  rules  to  show 
that  the  unaltered  rules  of  societies  contain  ‘ ‘ A mode 
for  the  application  of  profits  ” in  terms  of  the  Act. 

(49)  [See  Appendix  No.  28,  par.  15.] 

(50)  [See  Appendix  No.  28,  par.  16.] 

(51)  [See  Appendix  No.  28,  par.  17.] 

(52)  [See  Appendix  No.  28,  par.  18.] 

(53)  [See  Appendix  No.  28,  par.  19.] 

(54)  [See  Appendix  No.  28,  par.  20.] 

(55)  [See  Appendix  No.  28,  par.  21.] 

(56)  [See  Appendix  No.  28,  par.  22.] 

(57)  [See  Appendix  No.  28,  par.  23.] 

(58)  [Sec  Appendix  No.  28,  par.  24.] 

(59)  [See  Appendix  No.  28,  par.  25.] 

17.647.  (60)  I submit  that  in  dealing  with  this 
question,  it  is  necessary  to  keep  in  view  the  use  of  the 
word  “ surplus  ” for  “ profits,”  as  the  word  “ sur- 
plus ” might  be  used  to  nullify  any  alteration  made 
in  section  24  of  the  Industrial  and  Provident  Scuieties 
Act,  1893.  It  is  apparent  to  anyone  that  the  object 
in  view  in  substituting  the  word  “ surplus  ” is  to 
defeat  any  legislation  bringing  societies  within  the 
scope  of  Schedules  O and  D of  the  Income  Tax  Act, 
and  to  endeavour  to  have  Income  Tax  paid  only  on 
the  interest  on  the  so-called  share  capital. 

17.648.  (61)  Further  evidence  on  this  question  is 
to  be  found  in  the  following  correspondence  with  the 
Board  of  Inland  Revenue. 

(62)  [See  Appendix  No.  28,  par.  26.] 

(63)  [See  Appendix  No.  28,  par.  27.] 

(64)  [Sec  Appendix  No.  28,  par.  28.] 

(65)  [See  Appendix  No.  28,  par.  29.] 

17.649.  (66)  The  instructions  issued  to  taxpayers 
by  the  Board  of  Inland  Revenue  not  to  include  divi- 
dends received  from  Co-operative  Societies  when  mak- 
ing Income  Tax  returns  is,  in  my  view,  illegal,  and 
outwith  the  powers  of  the  Board.  In  this  connection, 

I submit  that  if  it  is  decided  to  withdraw  the  present 
exemption  granted  to  Co-operative  Societies,  the  Com- 
mission should  keep  in  view  the  possibility  of  their 
decision  being  nullified  by  the  Board  of  Inland 
Revenue. 

17.650.  (67)  In  connection  with  the  registration  of 

new  rules  containing  the  substitution  of  the  word 
“ surplus  ” for  “ profit  ” my  firm  wrote  to  the  Chief 
Registrar  and  the  Assistant  Registrar  of  Industrial 
and  Provident  Societies  on  22nd  May,  1919,  as 
follows.  ^ 

(68)  [See  Appendix  No.  28,  par.  30.] 

17.651.  (69)  I also  refer  to  correspondence*  which 
took  place  between  the  Rt.  Hon.  R.  McKenna,  Ex- 
Chancellor  of  the  Exchequer,  and  myself,  regarding 
the  question  of  profits  made  by  Co-operative  Societies. 

17.652.  (70)  At  this  stage  I would  like  to  draw 
attention  to  the  fact  that  Mr.  Pollock,  M.P.,  speaking 
in  the  House  of  Commons  on  21st  June,  1915,  in 
reference  to  this  Act  (the  Industrial  and  Provident 
Societies  Act,  1893),  made  the  following  statement:  — 

In  the  year  1893,  however,  another  Act  was 
passed,  and  I have  taken  the  trouble  to  see  how 
that  Act  came  to  be  passed.  It  is  rather  a 
curious  story,  and  may  have  some  relation  to  the 
system  of  these  days.  The  Act  was  never  dis- 
cussed at  all  in  this  House.  The  immunity  thus 
given  under  Section  24  never  received  even  a 
passing  observation  from  any  member  in  this 
House.  The  whole  matter  was  dealt  with  by 
a small  Select  Committee. 

17.653.  (71)  I also  refer  to  excerpts*  taken  from  the 
Parliamentary  Debates  in  the  House  of  Commons, 
which  show  that  co-operators  were  obtaining  con- 
cessions which  they  had  no  right  to  get. 

17.654.  (72)  An  illustration  of  the  effect  of  the 
exemption  from  payment  of  Income  Tax  can  be 
furnished  from  the  published  accounts  of  the  St. 
Cuthbert’s  Co-operative  Association,  Limited,  Edin- 
burgh, whose  profits,  as  per  the  balance  sheet  pro- 
duced, amount  to  over  £400,000  per  annum.  Accord- 
ing to  the  instructions  issued  by  the  Inland  Revenue 
authorities,  members  of  Co-operative  Societies,  irre- 
spective of  their  income,  are  not  to  make  a return  of 
the  dividends  received  from  such  societies.  It  there- 
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fore  follows  that  this  huge  profit,  amounting  to  over 
£400,000  per  annum,  does  not  contribute  one  penny 
to  the  State  in  the  form  of  Income  Tax  under 
Schedules  C and  D. 

Part  III. 

To  show  that  societies  have  rendered  themselves  liable 
to  payment  of  Income  Tax  under  Schedules  C 
and  I)  by  reason  of  their  limiting  their  shares  by 
their  rules  and  practice,  and  selling  to  non- 
members. 

17.655.  (73)  In  the  first  place  I beg  to  draw  the 
attention  of  the  Commissioners  to  the  following  cor- 
respondence between  myself  and  the  Chief  Registrar 
of  Industrial  and  Provident  Societies  which  speaks 
for  itself,  and  contains  my  views  on  this  question. 

(74)  [See  Appendix  No.  28,  par.  31.] 

(75)  [See  Appendix  No.  28,  par.  32.] 

(76)  [See  Appendix  No.  28,  par.  33.] 

(77)  [See  Appendix  No.  28,  par.  34.] 

17.656.  (78)  The  evidence  submitted  will  go  to 
prove  that  the  methods  described  in  their  rules  for 
paying  out  and  extinguishing  shares,  together  with 
their  supplying  non-members,  bring  societies  within 
the  terms  of  section  24  of  the  Industrial  and  Provi- 
dent Societies  Act,  1893,  and  render  them  liable  to 
payment  of  Income  Tax  under  Schedules  C and  D. 

17.657.  (79)  The  paying  out  of  the  shares  of  mem- 
bers is  a limitation  of  the  shares  of  the  society,  and 
this,  coupled  with  the  fact  that  they  sell  to  non- 
members, renders  these  societies  liable  to  payment  of 
Income  Tax  under  Schedules  C and  D. 

17.658.  (80)  In  dealing  with  this  question  I should 
like  to  submit  specimen  rules  to  show  how  members 
are  admitted  to  membership,  and  how  the  share 
capital  is  limited  by  the  repayment  and  reduction  of 
shares,  and  that  societies  sell  to  non-members. 

(81)  [See  Appendix  No.  28,  par.  35.] 

(82)  [See  Appendix  No.  28,  par.  36.] 

(83)  [See  Appendix  No.  28,  par.  37.] 

17.659.  (84)  It  will  be  seen  that  this  practice  of 
limiting  the  shares  of  societies  by  paying  out  and 
extinguishing  shares,  is  general. 

Suggestions  for  the  taxation  of  societies  trading  under  the 
Industrial  and  Provident  Societies  Acts , 1893-1913. 

17.660.  (85)  By  carefully  studying  the  Industrial 
and  Provident  Societies  Acts,  and  from  the  fact  that 
under  section  55  of  the  Act  of  1893,  a company  regis- 
tered under  the  Companies  Act  can  convert  itself  into 
a society  by  a simple  resolution  (all  that  is  necessary 
being  to  register  rules  and  limit  the  shares  to  £200 
per  member),  it  will  be  seen  that  the  only  difference 
between  a society  registered  under  the  Industrial  and 
Provident  Society  Acts  and  a limited  company  is  the 
restriction  of  the  so-called  share  capital  to  £200  per 
member,  whilst  there  is  no  limit  to  the  amount  of 
capital  a society  can  borrow.  For  example,  sup- 
posing a shareholder  in  a company  which  was  con- 
verting into  a society  held  £1,000  in  shares,  £200  of 
the  share  capital  would  be  registered  as  shares  in 
the  society  and  the  balance  of  £800  would  be  con- 
verted into  a transferable  loan  stock,  repayable  on 
the  conditions  laid  down  in  the  registered  rules. 
Vice  versa,  according  to  section  54,  a society  can 
convert  into  a company  under  the  Companies  Act 
by  a simple  resolution. 

17.661.  (86)  It  would  therefore  appear  that  the 
simplest  and  most  businesslike  method  would  be  to 
repeal  subsection  (a)  of  section  4 of  the  Industrial 
and  Provident  Societies  Act,  1893,  restricting  the 
share  capital  to  £200  per  member;  limit  the  share 
capital  issued  by  the  society  and  the  amount  of  loan 
capital  in  relation  to  the  share  capital ; make  pro- 
vision for  the  proper  allotment  and  registration  of 
shares  and  for  the  payment  of  shares  in  cash  when 
allotted';  and  prohibit  the  compulsory  paying  out  of 
members  and  the  extinguishing  of  shares.  It  will 
also  be  necessary  to  repeal  the  second  part  of  sec- 
tion 4 of  the  Industrial  and  Provident  Societies  Act, 
1913  (beginning  at  the  word  “ provided  ”),  which 
gives  societies  power  to  designate  their  members  by 
numbers  when  making  returns  to  the  registrar,  and 
provide  a new  clause  compelling  societies  to  record 
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m their  share  registers  and  returns  to  the  registrar, 
the  names,  addresses  and  occupations  of  the  members. 
It  will  then  be  necessary  to  repeal  section  24  of  the 
Industrial  and  Provident  Societies  Act,  1S93.  and 
section  39  (4)  of  the  Income  Tax  Act,  1918  (which  is 
similar  to  section  24  of  the  Industrial  and  Provident 
Societies  Act,  1893). 

17,662.  (87)  It  is  laid  down  by  the  Act  of  1893  that 
every  society  registered  under  that  Act  shall  provide 
in  their  rules  “ a mode  for  the  application  of  profits,” 
and  the  law  relating  to  societies  as  it  at  present 
stands  shows  that  they  do  make  profits.  That  being 
the  case,  and  the  sections  granting  exemption  from 
Income  Tax  under  Schedules  C and  D repealed,  all 
societies  would  fall  to  be  taxed  on  their  profits  at  the 
source;  which  would  include  all  sums  carried  to 
reserve  funds  of  whatever  nature,  etc.  Alternatively, 
if  there  is  any  difficulty  in  collecting  the  tax  on  the 
whole  profits  at  the  source,  then  the  profits  retained 
in  the  society,  including  reserves,  etc.,  could  be  taxed 
at  the  source,  and  all  the  individual  members  whose 
inoome  brings  them  above  the  exemption  limit  could 
be  compelled  to  include  their  dividends  in  the  returns 
which  they  require  to  make  for  Income  Tax  purposes. 
This  would  overcome  the  difficulty  of  collection  raised 
by  the  Inland  Revenue  authorities  from  time  to  time, 
and  place  societies  on  the  same  conditions  in  this 
respect  as  those  under  which  they  traded  for  ten 
years,  in  terms  of  the  Act  of  1867,  which  was  repealed 
by  the  Act  of  1876.  This  would  place  societies,  com- 
panies and  private  traders  on  an  equal  footing.  With 
regard  to  the  restriction  of  share  capital  to  £200  per 
member,  the  Report  of  the  Co-operative  Conference 
at  Liverpool  shows  that  the  necessity  for  removing 
this  restriction  was  discussed.  There  can,  therefore, 
be  no  just  reason  for  differentiating  between  Co-ope- 
rative Societies  and  companies  and  other  traders  in 
the  matter  of  taxation.  The  adoption  of  suggestions 
onjthe  above  lii  r-s  would  meet  the  case  in  a manner 
which  could  onlx  be  looked  upon  as  fair  and  just, 
r This  coiu.ludes  the  evidence-in-chief .] 

17.663.  Chairman:  You  have  put  a very  elaborate 
document  before  us.  The  main  points  in  your  paper 
have  been  dealt,  with  already  this  morning  by  the 
previous  witness.  The  Commissioners  will  wish  to  ask 
you  some  questions  upon  your  paper,  but  your  attend- 
ance will  not,  I think,  be.  required  for  very  long, 
because  you  have  given,  as  I say,  a most  voluminous 
paper,  which  is  in  the  hands  of  the  Commission.  I 
may  tell  you  that  if  you  had  been  the  first  witness, 
your  examination  would  probably  have  been  very  much 
longer,  but  the  examination  of  the  previous  witness 
has  been  very  lengthy,  and  the  points  in  your  paper, 
which  are  of  a similar  nature,  you  will  not  be 
examined  upon? — Would  it  not  be  advisable  that  I 
should  give  you  a short  summary?  I have  prepared 
a very  short  summary. 

17.664.  Can  you  hand  it  in? — I could  go  over  it,  if 
you  wish. 

17.665.  I think  it  would  be  better  for  you  to  be 
examined  on  your  paper,  and  then  to  hand  in  the 
summary.  That  will  be  of  great  value  to  us  to  add 
to  our  papers? — I might  explain  that  I have  dealt 
entirely  with  the  laws  and  rules  connected  with  the 
societies,  and  it  is  very  difficult  to  answer  questions 
on  these'  facts.  I have  dealt  with  facts,  and  it  is 
quite  different  from  giving  a general  opinion.  I 
could  quite  well  see  how  the  essence  of  my  evidence 
would  be  lost  in  that  way ; because  the  opinions 
given,  in  my  view,  do  not  bring  out  the  evidence 
as  it  should  be  brought  out.  I have  a very  short 
summary,  and,  in  fact,  20  minutes  or  so  would 
cover  it. 

17.666.  Then  there  would  be  no  time  for  examina- 
tion on  that.  We  are  adjourning  at  half-past  one, 
and  other  witnesses  are  coming  at  half-past  two.  I 
should  think  the  better  plan,  if  you  would  allow  me 
to  advise  you,  would  be  to  let  us  have  this  summary, 
and  have  it  printed,  and  we  will  circulate  it  to  the 
Commissioners? — Very  well;  I will  be  agreeable  to 
that. 

17.667.  Or  I might  make  this  arrangement  with 
you,  if  you  prefer,  to  let  you  read  your  summary 
and  close  at  half-past  one,  whether  you  are  examined 
or  not.  If  you  prefer  to  do  that,  I am  agreeable. 


But  I think  that  will  take  a long  time? — A very 
short  time  would  do  it.  May  I read  this  at  the 
finish  ? 

17.668.  Will  you  prefer  to  read  that  and  have  no 
examination — which  you  cannot  have  with  the  time 
now  at  our  disposal? — I am  prepared  to  read  this. 
I think  it  will  be  more  effective.  I have  dealt  with 
this  question  very  minutely,  and  have  gone  deeply 
into  it. 

17.669.  We  allow  every  witness  to  have  an  oppor- 
tunity of  making  himself  heard  in  the  most  effective 
manner,  and,  if  you  think  you  can  do  it  in  that  way, 
you  may  read  that  paper;  but  we  will  adjourn  at 
half-past  one? — I am  obliged  to  you.  I have  given  a 
list  of  all  the  associations,  numbering  thirty,  which  I 
represent.  I understand  that  the  Commissioners  wish 
to  hear  evidence  from  parties  who  have  made  a study 
of  the  subject  with  which  they  deal.  When  asked  to 
give  evidence  on  behalf  of  the  various  associations 
whom  I represent,  I concentrated  my  mind  on  the 
laws  relating  to  societies  registered  under  the  Indus- 
trial and  Provident  Societies  Acts,  1893  to  1913,  and 
on  the  rules  which  they  have  registered  in  terms  of 
those  Acts.  The  work  entailed  a great  amount  of 
research  and  study,  and  although  the  evidence  looks 
bulky,  it  is  largely  composed  of  documentary  evidence 
which  I consider  it  necessary  to  submit  in  an  enquiry 
of  this  kind.  I have  confined  my  evidence  to  matters 
relating  to  Industrial  and  Provident  Societies,  that  is, 
to  societies  which  are  carrying  on  the  trade  of  general 
merchants,  wholesale  and  retail,  as  specified  in  the 
excerpts  from  the  rules  which  are  embodied  in  the 
evidence  and  appendix.  Arising  out  of  this,  I have 
dealt  with  the  intructions  issued  by  the  Board  of 
Inland  Revenue  to  members  of  Co-operative  Societies 
not  to  include  in  their  returns  the  dividends  which 
they  receive  from  their  societies : also  with  corre- 
spondence between  the  Board  of  Inland  Revenue  and 
myself  on  this  question ; together  with  correspondence 
with  the  Chief  Registrar  of  Friendly  Societies  regard- 
ing powers  which  he  has  allowed  societies  to  register 
in  their  rules ; and  correspondence  between  the  Right 
Hon.  R.  McKenna  and  myself  as  to  whether  socie- 
ties make  profits  on  their  trading.  I should  like  to 
make  a brief  survey  of  my  evidence,  and  shall  refer 
you,  as  I proceed,  to  the  number  of  the  paragraphs 
to  which  I wish  to  direct  your  attention.  In  the  first 
place,  perhaps  you  will  kindly  allow  me  to  read  the 
introduction  to  my  evidence. 

“ The  Imperial  Commercial  Association  is  com- 
posed of  members  representing  traders,  manufac- 
turers, shipowners,  affiliated  associations  and  other 
industries  in  this  country  and  the  Colonies.  I am  a 
member  of  this  association  and  have  been  asked  to 
give  evidence  on  its  behalf  regarding  the  question  of 
the  exemption  of  Co-operative  Societies  registered 
under  the  Industrial  and  Provident  Societies  Act, 
1893,  from  payment  of  Income  Tax  under  Schedules 
C and  D.  I am  a member  of  the  National  Association 
of  Master  Bakers,  the  Irish  Association  of  Master 
Bakers,  and  the  Scottish  Association  of  Master  Bakers, 
and  represent  them  as  well  as  the  associations  enu- 
merated in  the  list  attached.  The  evidence  to  be 
submitted  is  divided  into  three  parts,  viz.: — (1)  to 
show  that  societies  are  ordinary  traders,  and  are  not 
entitled  to  exemption  from  payment  of  Income  Tax 
under  Schedules  C and  D ; (2)  to  show  that  societies 
make  ordinary  trading  profits,  and  to  show  the 
methods  adopted  to  obscure  the  fact  by  the  substitu- 
tion of  ‘ surplus  ’ for  ‘ profits  ’ in  their  balance 
sheets  and  rules ; and  correspondence  with  the  Board 
of  Inland  Revenue  on  this  question ; (3)  to  show  that 
societies  have  rendered  themselves  liable  to  payment 
of  Income  Tax  under  Schedules  C and  D by  limiting 
their  shares  and  selling  to  non-members.  In  addi- 
tion there  is  appended,  for  reference  purposes: — (5) 

A Supplemental  Appendix*  containing : correspon- 
dence between  the  Right  Hon.  R.  McKenna  and  my- 
self on  the  question  whether  societies  make  profits; 
excerpts  from  Parliamentary  Debates  in  connection 
with  the  taxation  of  Co-operative  Societies ; a histori- 
cal sketch  of  the  enactments  relating  to  societies 
registered  under  the  Industrial  and  Provident 
Societies  Acts  since  1852 ; and  excerpts  from  the 
rules  of  various  societies.” 

* Not  reproduced. 
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You  will  see  that  Part  I is  to  show  that  societies 
trading  under  the  Industrial  and  Provident  Societies 
Acts,  1893  to  1913,  are  ordinary  traders  and  are  not 
entitled  to  exemption  from  payment  of  Income  Tax 
under  Schedules  C and  D.  My  contention  under  this 
heading  is  shown  in  paragraph  2,  namely,  that  these 
societies,  by  their  constitution,  by  their  registered 
rules,  and  by  their  methods  of  trading,  are  not 
entitled  to  exemption  from  payment  of  Income  lax 
under  Schedules  C and  D.  Paragraphs  3 to  5 show 
the  similarity  between  the  constitution  of  societies 
registered  under  the  Industrial  and  Provident 
Societies  Acts,  and  companies  registered  under  the 
'Companies  (Consolidation)  Act,  1908.  Paragraph  6 
shows  the  objects  for  which  societies  may  be  formed, 
namely,  to  carry  on  any  industries,  businesses  or 
trades  specified  in  or  authorized  by  the  rules,  whether 
wholesale  or  retail,  and  including  dealings  of  every 
description  with  land.  Paragraph  8 describes  the 
method  for  the  conversion  of  a company  into  a 
society,  and  paragraph  10  shows  that  a registered 
society  may  convert  into  a company.  Paragraphs  11 
and  12  give  my  views  on  what  is  required  to  place 
societies  on  an  equitable  basis  with  companies.  Para- 
graph 13  directs  your  attention  to  excerpts  from  the 
rules  of  various  societies  to  prove  that  they  are 
ordinary  traders.  These  excerpts  are  given  in  para- 
graphs 14  and  15  and  show  the  Vide  powers  taken  by 
the  wholesale  societies.  I wish  specially  to  direct 
your  attention  to  the  excerpts  from  the  rules  of  the 
Scottish  Wholesale  Society,  in  paragraph  15,  which 
I should  like  to  have  your  permission  to  read,  as 
they  prove  that  they  are  ordinary  traders  in  every 
sense  of  the  word. 

17,670.  We  have  that  before  us  in  paragraph  15; 
you  need  not- read  it  through? — As  you  please. 
Remarks  on  these  rules  are  made  in  paragraphs  16 
to  20,  to  show  the  injustice  of  their  mode  of  con- 
ducting business.  Passing  over  paragraphs  21,  22 
and  23,  which  also  deal  with  the  objects  of  societies, 
we  come  to  paragraph  24,  whioh  shows  that  there  is 
a distinct  benefit  enjoyed  by  Co-operative  Societies 
over  other  traders,  and  as  this  is  one  of  the  first 
cases  of  a company  converting  into  a society  since 
the  great  increase  in  the  rate  of  Income  Tax,  I attach 
importance  to  it,  and  would  have  been  pleased  to 
read  it  with  your  permission.  The  same  would  apply 
there,  Mr.  Chairman ; it  is  already  in  the  print. 
Paragraphs  25  and  26  show  that  it  is  the  well-to-do 
class  of  customers  for  whom  Co-operative  Societies 
cater.  Paragraph  27  deals  with  the  action  by  the 
Inland  Revenue  against  the  Plymouth  Co-operative 
Society  in  connection  with  Excess  Profits  Duty,  the 
decision  in  that  case  being  in  favour  of  the  Crown. 
Paragraph  29  shows  the  enormous  contracts  carried 
through  by  the  Scottish  Wholesale  Society  with  non- 
members. Paragraph  30  gives  the  views  of  Professor 
Hall  as  to  the  value  attached  to  trade  with  non- 
members. Paragraphs  31  and  32  refer  to  the  erro- 
neous views  held  regarding  what  are  termed  “ mutual 
traders.”  There  is  no  law  in  existence  relating  to 
prutual  traders.  The  words  “ mutual  traders,”  “ co- 
operative,” or  “ co-operator  ” are  never  mentioned 
from  the  beginning  to  the  end  of  the  Industrial  and 
provident  Societies  Act.  Paragraph  33  deals  with  an 
excerpt  from  the  “ Times  ” Trade  Supplement,  and 
'is  proof  that  Co-operative  Societies  ought  to  bear 
their  fair  share  of  taxation  like  other  traders.  Para- 
graphs 34  and  35  deal  with  the  question  of  reserve 
funds,  which  are  free  of  Income  Tax ; and  paragraphs 
36  and  37  deal  with  co-operative  policy,  from  which 
you  will  see  that  they  aim  at  controlling  all  pro- 
cesses of  production,  distribution  and  exchange 
‘(including  the  land) 

Then  conies  Part  II.  This  section  of  the  evidence 
is  to  show  that  societies  trading  under  the  Industrial 
and  Provident  Societies  Act,  1893,  make  ordinary 
trading  profits,  and  to  show  the  methods  adopted  to 
obscure  the  fact  by  substituting  the  word  “ surplus  ” 
for  “ profits  ” in  their  balance  sheets  and  rules.  It 
also  deals  with  correspondence  with  the  Board  of 
Inland  Revenue  on  this  question. 

I should  like  to  read  from  paragraph  38 : “ The 
half-yearly  meeting  of  the  United  Co-operative 
Baking  Society,  Limited,  was  held  in  the  Saint 
Mungo  Hall,  Glasgow,  on  Saturday,  Mr.  D.  H. 


Gerrard,  J.P.,  presiding.  . . . After  the  auditors 

had  reported  the  balance  sheet  all  m order,  the  Chair- 
man pointed  out  that  the  Board  had  dropped  the  word 
‘ profit  ’ and  inserted  the  word  * surplus  right 
through  on  this  occasion.”  In  my  view,  this  action 
is  illegal.  With  your  permission,  I would  like  to 
read  paragraph  39:—”  It  is  important  to  quote  the 
terms  of  section  65  of  the  Industrial  and  Provident 
Societies  Act,  1893,  to  understand  the  provisions  of 
the  Act  relating  to  the  erasure  or  omission  from  the 
balance  sheet  of  a society  or  the  falsification  of  any 
document  for  the  purpose  of  evading  any  of  the 
provisions  of  the  Act:— ‘ If  any  person  wilfully 
makes,  orders,  or  allows  to  be  made  any  entry  or 
erasure  in,  or  omission  from,  any  balance  sheet  of  a 
registered  society,  or  any  contribution  or  collecting 
book  or  any  return  or  document  required  to  be 
sent  produced  or  delivered  for  the  purposes  of  this 
Act,’  with  intent  to  falsify  the  same  or  to  evade  any 
of  the  provisions  of  this  Act,  he  shall  be  liable  to 
a fine  not  exceeding  Fifty  Pounds.’  , 

17.671.  You  say  that  that  is  an  illegal  thing  that 
they'  do? — To  make  any  alteration  in  the  balance 
sheet  after  it  has  been  passed  by  the  auditors. 

17.672.  Nothing  has  arisen  from  that,  has  there? 

The  fact  of  an  alteration  in  the  balance  sheet,  when 
it  is  laid  down  by  law  that  it  is  illegal  to  do  it, 
makes  it  illegal,  I think.  I submit  that  is  so.  I 
produce  the  balance  sheet  of  this  society,  and  also 
of  the  Kinning  Park  Society,  which  shows  the  sub- 
stitution  of  the  word  “surplus”  for  “profits.”  I 
will  leave  those  with  the  Commission.  Paragraphs 
43,  44  and  45  deal  with  rules  in  which  the  word  sur- 
plus ” lias  been  used  instead  of  “profits.”  Para- 
graph 46  is  very  important,  and  I wish  to  direct  your 
special  attention  to  it.  This  is  paragraph  46:  “It 
is  necessary,  at  this  point,  to  call  the  attention  of 
the  Commissioners  to  the  provisions  of  the  Act  of 
1893  in  regard  to  the  word  ‘ profits.’  I have  already 
quoted  the  section  regarding  penalties  for  erasure 
from  or  falsification  of  balance  sheets  or  documents 
which  societies  are  bound  to  provide,  and  I will  now 
quote  from  the  Act,  section  10: — ‘ (1)  The  Rules  of  a 
Society  registered  under  this  Act  shall  contain  pro- 
visions in  respect  of  the  several  matters  mentioned 
in  the  second  schedule  to  this  Act.  (2)  The  Rules  of 
every  Society  registered  under  this  Act  shall  provide 
for  the  profits  being  appropriated  to  any  purpose 
stated  therein  or  determined  in  such  manner  as  the 
rules  direct.  Schedule  II.  Matters  to  be  provided 
for  by  the  Rules  of  Societies  registered  under  this 
Act:— (10)  Mode  of  Application  of  Profits.’”  So 
you  will  see  that  they  are  bound  to  provide  a mode 
for  the  application  of  the  “ profits,”  and  it  is  not 
provided  that  they  are  bound  to  deal  with  “ net  sur- 
pluses ” or  anything  of  that  sort.  That  is  a point 
to  which  I wish  to  call  the  attention  of  the  Com- 


missioners. 

Paragraphs  48  to  59  show  that  it  is  the  general 
practice  to  provide  in  their  rules  “ a mode  for  the 
application  of  profits  ” in  terms  of  the  Act.  Para- 
graphs 60,  61,  62  and  63  deal  with  the  instructions 
issued  by  the  Board  of  Inland  Revenue  to  taxpayers 
not  to  include  in  their  returns  the  dividends  which 
they  receive  from  Co-operative  Societies.  That 
means  that  all  and  sundry  are  not  to  include  the 
dividends  they  get  from  Co-operative  Societies,  when 
they  are  making  their  returns  for  Income  Tax;  they 
are  allowed  to  go  scot  free.  That  has  been  put  in 
this  year  for  the  first  time,  to  my  knowledge.  In 
filling  up  the  return,  every  taxpayer  is  told  not  to 
include  those  dividends  in  making  return  for  Income 
Tax  purposes. 

I specially  direct  your  attention  to  paragraph  64 
and  paragraph  65,  and  would  have  been  glad  to  read 
these  letters  had  time  permitted,  as  the  memorandum 
which  I have  referred  to  by  the  Board  of  Inland 
Revenue  in  connection  with  the  Departmental 
Committee  in  1904  gives  a clear  statement  of  the  law 
relating  to  the  taxation  of  societies  and  other  traders. 
I will  just  pass  over  those  letters;  I have  referred 
to  them. 

17,673.  Yes ; I.  have  read  those  letters. — I will  pass 
them  over,  as  they  are  pretty  lengthy.  Paragraphs 
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67  and  68  refer  to  correspondence  between  the  Chief 
Registrar  and  ruyself  regarding  the  substitution  of 
the  word  “ surplus  ” for  “ profits  ” in  the  rules  of 
Societies.  Reference  is  made  in  paragraph  69  to 
correspondence  between  myself  and  Mr.  McKenna. 
Paragraph  70  draws  attention  to  the  statement  by 
Mr.  Pollock  in  the  House  of  Commons  that  the 
exemption  given  under  section  24  never  received  even 
a passing  observation  from  any  member  in  the  House. 
That  was  when  the  Act  was  passed. 

17,674.  Do  you  want  to  refer  to  Part  III.  now? — 
If  you  please.  Coming  to  Part  III.,  this  is  to  show 
that'  societies  have  rendered  themselves  liable  to  pay- 
ment of  Income  Tax  under  Schedules  C and  D,  by 
reason  of  their  limiting  their  shares  by  their  rules 
and  practice,  and  selling  to  non-members.  This  is 
a very  important  point,  and  I wish  the  Commissioners 
to  take  special  note  of  it.  The  particulars  are  in  the 
evidence;  the  rules  are  printed  in  the  appendix. 
Paragraphs  74  and  75  contain  correspondence  be- 
tween the  Chief  Registrar  and  myself  with  regard  to 
his  allowing  societies  to  pass  rules  giving  them  power, 
when  they  have  more  money  than  they  can  profitably 
invest,  to  pay  out  members’  shares,  and  reduce  the 
number  of  shares  by  their  rules  and  practice.  This, 
coupled  with  the  fact  that  they  sell  to  non-members 
renders  them  liable  to  Income  Tax  under  . Schedules 
C and  D. 

Now  I will  just  read  my  concluding  remarks.  In 
conclusion,  perhaps  it  would  be  advisable  to  recapitu- 
late briefly  the  princfpal  points  on  which  my  evidence 
is  based.  (1)  I submit  that  according  to  the  con- 
stitution and  rules  of  societies  registered  under  the 
Industrial  and  Provident'  Societies  Act,  1893,  they 
are  ordinary  traders.  According  to  the  Act,  these 
societies  can  carry  on  any  industries,  businesses,  or 
trades,  specified  in  or  authorized  by  their  rules, 
whether  wholesale  or  retail,  including  dealings  of 
any  description  with  land.  Wholesale  societies  take 
power  in  their  rules  to  carry  on  the  trades  or  busi- 
nesses of  wholesale  dealers,  bankers,  shippers, 
carriers,  manufacturers,  merchants,  cultivators  of 
land,  workers  of  mines,  and  insurers  of  persons  and 
property.  The  constitution  of  societies  registered 
under  the  Industrial  and  Provident  Societies  Act 
is  almost  identical  with  the  constitution  of  companies 
registered  under  the'  Companies  Act',  and  these 
societies  should  not  be  granted  exemption  from  pay- 
ment of  Income  Tax  under  Schedules  C and  D of  the 
Income  Tax  Act.  (2)  I have  dealt  exhaustively  with 
the  Industrial  and  Provident  Societies  Acts,  1893  to 
1913,  with  a view  to  proving  that  according  to  section 
10  of  the  Act  of  1893  every  registered  society  is  bon" 
to  provide  in  its  registered  rules  “ a mode  for  the 
application  of  its  profits,”  that  is,  of  the  profi' 
earned  by  the  society.  No  distinction  of  any  kind 
is  laid  down  in  the  Act  between  the  profits  earned 
from  the  members  and  the  profits  earned  from  non- 
members, and  I therefore  submit  that  the  true  inter- 
pretation of  the  Act  is  that  the  entire  result  of  co- 
operative trading  is  profit',  and  nothing  but  profit 
This  is  confirmed  by  their  own  registered  rules  which 
are  embodied  in  my  evidence.  (3)  I submit  that 
those  societies  who  sell  to  non-members  and  adopt 
the  practice  of  limiting  their  shares  by  expelling  or 
paying  out  members,  reducing  their  shares,  and  ex- 
tinguishing  shares  by  a vote  of  their  committee, 
bring  them  within  the  terms  of  section  24  of  the 
Industrial  and  Provident  Societies  Act,  1893,  and 
render  them  liable  to  payment  of  Income  Tax  under 
Schedules  C and  D.  In  my  view,  the  Registrar 
should  be  instructed  to  furnish  to  the  Board  of 
Inland  Revenue  a list  of  the  dates  of  registration  of 
the  rules  containing  those  powers,  with  a view  to 
steps  being  taken  to  recover  the  Income  Tax  under 
Schedules  C and  D from  societies  owing  to  their 
having  by  their  rules  and  practice  limited  the  shares 
of  the  society  and  sold  to  non-members.  I further 
submit  that  it  is  proved  bv  the  registered  rules  em- 
bodied in  the  evidence  and  by  the  excerpt  from  the 
Report  of  the  Chief  Registrar  of  Friendly  Societies 
for  the  year  ended  31st  December,  19T6,  'that  their 
methods  of  trading  can  only  be  looked  upon  as 
deception  : persons  who  have  not'  even  paid  one  penny 
for  admission  or  one  penny  towards  their  share 
capital  are  treated  as  members.  I submit  they  are 


not  bond  fide  members,  and  therefore  the  statement 
that  their  trade  with  non-members  only  amounts  to 
about  one-half  per  cent,  of  their  turnover  is  mis- 
leading. 

I think  that  has  run  over  it  all  as  briefly  as  I can. 
I am  obliged  to  you  for  allowing  me  to  go  over  it; 
I spent  a good  few  hours  over  it  myself. 

17.675.  You  have  gone  to  a great  deal  of  trouble  in 
preparing  this  evidence,  have  you  not? — I thought  I 
would  be  doing  the  country  a good  turn  if  1 did 
something  in  the  way  of  helping  to  get  funds  to  recoup 
the  loss  during  the  war  period. 

17.676.  Mr.  Synnott : This  is  a really  important 

point;  there  is  nothing  in  the  world  to  prevent  these 
Co-operative  Societies  reducing  their  profits? No. 

17.677.  They  can  all  do  that?— Yes,  there  is  nothing 
to  object  to  in  that  at  all.  We  would  be  on  fair 
grounds  then. 

17.678.  In  that  case,  there  would  be  no  tax? — There 
is  no  fear  of  them  selling  below  the  ordinary  trader. 
They  are  out  for  profits  all  along  the  line.  They  do 
not  cut  the  profits  in  any  way. 

17.679.  But  they  could  reduce  the  profits  by  reduc- 
mg  the  prices  of  the  goods  sold? — Yes,  but  any  mer- 
chant could  do  t]ie  same  thing,  in  competition.  That 
does  not  affect  us  in  the  slightest. 

17.680.  Do  the  societies  now  pay  under  Schedules 
A and  B? — Schedule  A has  nothing  to  do  with  Sche- 
dules C and  D,  so  far  as  Income  Tax  is  concerned. 

17.681.  The  point  has  been  made  that  indirectly  the 
members  do  pay  under  Schedules  A and  B?— They 
pay  under  Schedule  A;  Schedule  B I am  not  so 
conversant  with. 

+i  1I-'6-c2'  ?*r‘  A*0*/  '■  You  sav,  in  reply  to  Mr.  Synnott, 
that  if  the  Co-operative  Societies  did  reduce  their 
prices  so  as  not  to  make  a profit,  that  is  the  kind  of 
competition  an  ordinary  merchant  could  meet?— If 
they  pay  their  taxes,  like  the  ordinary  merchant, 
then  we  are  quite  prepared  for  them. 

17.683.  If  there  is  no  profit,  there  is  no  question  of 

tax.  I am  putting  to  you  the  point  that  Mr.  Syn- 
nott put  to  you,  and  I want  to  make  sure  of  your 
answer.  I understood  you  to  say,  that  if  the  Co- 
operative Societies  made  their  profits  disappear,  that 
is  to.  say,  lowered  the  price  of  their  goods,  so  that 
there  was  no  surplus  or  profit,  that  is  a kind  of  com- 
petition that  the  ordinary  trader  could  meet  by  a 
similar  course?— Yes.  I say  the  ordinary  trader 

should  be  put  on  the  same  level  under  the  same  con- 
ditions, as  they  are  practically  trading  under  the 
same  constitution.  There  is  no  such  thing  in  exist- 
ence as  mutual  traders  dividing  profits.  That  is 
where  I hold  that  the  whole  matter  has  been  confused. 
When  the  question  was  before  the  Departmental  Com- 
mittee in  1904,  that  Committee  must  have  been  very 
much  misled  by  the  statements  about  mutual  traders, 
and  how  they  could  divide  the  profits. 

17.684.  This  is  nothing  at  all  to  do  with  the  ques- 
tion I have  put  to  you.  It  is  a question  whether  you 
said,  or  whether  you  hold,  that  the  ordinary  trader 
could  meet  that  form  of  competition  by  reducing  his 
prices  similarly? — Yes;  if  the  Industrial  and  Provi- 
dent Societies  are  made  to  pay  their  taxes  in  the 
same  way. 

17.685.  The  tax  does  not  arise  if  there  is  no  profit; 
if  there  is  no  profit  there  is  no  tax?— We  would  test 
that;  that  would  work  out  its  own  salvation  later  on; 
we  are  not  afraid  of  it. 

17.686.  Chairman:  Mr.  Synnott  asked  you  whether, 
if  the  societies  reduced  their  prices  and  made  no 
profit  at  all,  that  would  be  satisfactory  to  you  as  a 
trader? — We  are  not  afraid  of  it.  We  are  quite  pre- 
pared for  that.  There  would  be  nothing  for  these 
societies  to  carry  to  reserve. 

17.687.  Mr.  May:  Then  is  it  not  a fact  that  on  at 

least  one  occasion  you,  as  the  managing  Director  of 
your  company,  have  excused  the  lowness  of  the  results 
on  the  ground  of  the  co-operative  competition  in 
Glasgow? — No,  I have  never  done  anything  of  the 
kind.  J & 

17.688.  Is  not  that  in  the  speech  which  you  made, 
and  which  you  afterwards  had  inserted  in  the 

Times  ” newspaper  as  an  advertisement,  and  which 
you  then  circulated  to  Members  of  Parliament  and 
others,,  to  support  your  case  against  Co-operative 
Societies? — No,  I think  you  are  wrong.  I there  refer 
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bo  the  Co-operative  Societies  that  ought  to  be  taxed 
and  pay  their  taxes  like  others,  but,  so  far  as  saying 
that  we  lost  money  through  the  Co-operative  Societies, 
I never  used  such  words. 

17.689.  I suggest  to  you  that  that  is  contained 
fully,  in  the  speech  that  I referred  to? — Well,  I 
should  like  to  hear  it.  Will  you  kindly  read  that, 
before  you  pass  from  it? 

17.690.  Not  now,  because  I have  only  got  a minute 
left?— Read  it  from  my  speech.  I want  to  get  the 
evidence.  I believe  in  documentary  evidence,  the 
same  as  what  is  here. 

17.691.  I will  undertake  to  put  in  a copy  to  the 
Chairman?— You  may  attribute  a different  meaning 
to  it.  I cannot  remember,  just  now,  exactly  what  I 
said,  but  you  have  misconstrued  it. 

17.692.  There  is  h formidable  list  of  associations  on 
whose  behalf  you  say  you  appear? — Yes. 

17.693.  Has  this  evidence  of  yours  been  submitted 
to  each  of  those  associations? — These  are  allied  with 
the  Imperial  Commercial  Association,  and  they  got 
copies. 

17.694.  But  there  is  a list  here?— I know  there  is  a 
list  there. 

17.695.  They  have  each  had  a copy  of  your  evidence? 
— Yes,  I believe  they  have. 

17.696.  And  have  approved  it? — Yes,  they  have  ap- 
proved it. 

17.697.  How  was  it  prepared?  Did  you  prepare  it, 
or  was  there  a committee  appointed  to  prepare  the 
evidence?— No  man  had  anything  to  do  with  the  evi- 
dence but  myself  and  one  other  person  who  assisted 
me.  I do  not  require  a committee  for  preparing 
evidence.  I know  how  to  go  about  that  business 
myself. 

17.698.  Is  it  the  fact  that  the  method  has  been  that 
you  have  prepared  your  own  evidence  and  submitted 
it  to  these  associations  for  their  support? — The 
Imperial  Commercial  Association  got  copies  from  me, 
and  they  submitted  them  to  the  associations  who  are 
affiliated  with  them ; and  as  far  as  the  preparation  of 
that  evidence  is  concerned,  T can  inform  you,  Mr. 
May,  you  are  the  party  who  made  me  start  this. 


In  a correspondence  which  appeared  in  the  “ Glasgow 
Herald,”  in  1916,  you  challenged  or  doubted  the 
- accuracy  of  my  interpretation  of  the  Statutes.  You 
remember  that? 

17.699.  Yes? — The  result  was  that  I published 
“ The  Nation’s  Loss,”  and  then  I published  a Supple- 
ment to  “ The  Nation’s  Loss,”  and  when  the  question 
of  appointing  a Royal  Commission  arose,  I said  to 
myself : I will  be  doing  the  country  a good  turn  if 
T carry  this  further  and  go  deeper  into  it,  and  be 
able  to  put  a proper  document  on  record  before  this 
Commission  and  the  Government,  which  would  help 
to  make  clear  the  point  relating  to  Co-operative 
Societies;  because  I say  deliberately  that  a greater 

. fraud  has  never  been  perpetrated  in  any  country  in 
the  world  than  the  hoodwinking  that  has  been  carried 
on  by  Co-operative  Societies  as  to  whether  they  make 
profits  or  surplus  in  their  trading. 

17.700.  Is  that  your  complete  answer  to  my  ques- 
tion?— To  what  question? 

17.701.  To  the  question  I put  to  you.  I thought 
you  had  forgotten  the  question.  I had  finished  with 
that,  but,  in  view  of  your  last  observation,  may  I 
call  your  attention  to  this.  This  is  an  official  Govern- 
ment publication,  issued  by  a Government  Depart- 
ment within  the  last  few  weeks,  and  it  says  this,  with 
regard  to  Co-operative  Societies  and  co-operation, 
that  all  its  varieties  are  based  on  confidence,  loyalty 
to  principle,  and  friendly  service  one  to  another.  I 
only  put  that  to  you — that  that  is  the  Government’s 
view,  as  against  yours,  that  it  is  a fraud? — Well,  I 
know  what  is  put  into  a lot  of  these  Reports. 

17.702.  This  is  not  a Report;  it  is  literature  issued 
by  a Government  Department? — Anything  does  for 
that  purpose,  you  know.  That  is  a bit  of  advertising. 

17.703.  Mr.  McLintoclc:  You  contend  that  a Co- 
operative Society  should  be  assessed  in  the  same  way 
as  any  other  traders? — Yes. 

17,704-  Is  it  for  the  purpose  of  bringing  more 
revenue  to  the  State  that  you  chiefly  advocate  that? 
— That  is  one  reason,  and  the  other  reason  is  in  the 
interests  of  honest  and  upright  trading  and  fair 
competition. 

17,705.  Chairman  : Thank  you  for  your  evidence. 


Mr.  F.  W.  Cook,  J.P.,  on  behalf  of  the  Drapers’ 

The  witness  handed  in  the  following  statement  as  his 
evidence-in-chief  : — 

17.706.  (1)  The  witness  will  advooate  the  repeal  of 
the  present  accumulated  and  antiquated  Income  Tax 
Acts,  and  the  institution  of  a simplified  form  of  In- 
come Tax  which  can  be  clearly  understood  by  the  man 
in  the  street,  namely,  a graduated  system  which 
would  cover  every  earner  of  wages  and  receiver  of 
income  above  the  bare  limit  of  subsistence  as  ascer- 
tained by  the  Board  of  Trade  on  a yearly  average. 

17.707.  (2)  Income  Tax  for  workers  should  be 
deducted  from  the  wages  and  paid  by  the  employer 
to  the  Income  Tax  Collector.  A statement  of  the 
deduction  made  should  be  given  to  the  employees. 

17.708.  (3)  Income  Tax  should  be  collected  weekly, 
monthly,  quarterly  or  half-yearly.  Where  deductions 
are  made  by  employers  they  should  be  remitted 
regularly  every  week,  month,  quarter  or  half-year, 
so  that  there  would  be  a regular  income  flowing  to 
the  Exchequer. 

17.709.  (4)  Super-tax  and  Excess  Profits  Duty 
should  be  abolished,  and  in  order  to  make  up  the 
deficiency  the  Income  Tax  should  be  more  steeply 
graded. 

17.710.  (5)  All  traders,  whether  oo-operative  stores, 
mutual  stores,  or  any  other  society  of  trade  should 
be  subject  to  the  same  conditions  of  taxation,  and 
no  preference  should  be  given  in  any  way  to  traders 
in  any  particular  line. 

17.711.  (6)  In  order  to  stabilise  prices  and  values 
the  national  financial  policy  and  budgets  should  be 
fixed  for  a series  of  years,  so  that  industries  and  com- 
merce would  know  how  to  fix  their  estimates  for 
future  contracts  of  trading. 


Chamber  of  Trade,  called  and  examined. 

17.712.  (7)  All  traders  should  be  licensed.  Their 
competency  to  keep  a proper  set  of  books  should  be 
one  of  the  conditions  of  the  granting  of  a trading 
licence. 

Forms  of  return. 

17.713.  (8)  Returns  should  be  simplified.  They  are 
too  complicated,  so  that  the  majority  of  taxpayers 
are  unable  to  fill  in  the  returns  themselves.  The 
Surveyors  of  Taxes  should  be  instructed  to  advise 
taxpayers  in  the  taxpayer’s  interest.  They  are  now 
too  diligent  in  securing  all  for  the  Crown.  The 
Board  of  Inland  Revenue  should  instruct  Surveyors 
to  give  the  public  the  advantage  of  their  experience, 
and  draw  attention  to  any  alteration  or  claim  which 
may  be  in  the  taxpayer’s  favour. 

Boohs  of  account. 

17.714.  (9)  All  traders  should  be  compelled  by  law 
to  keep  books.  Many  traders  escape  paying  their 
proper  share  of  Income  Tax  through  keeping  no 
books.  In  cases  where  they  do  not,  when  the  time 
for  assessment  oomes  round,  the  figures  for  Income 
Tax  are  generally  based  by  the  Surveyor  of  Taxes 
upon  some  arbitrary  method,  such  as  percentage  on 
turnover,  or  where  this  is  unknown  the  basis  is  some- 
times purely  guess-work.  Many  traders  deliberately 
fail  to  keep  books  because  they  know  that  their 
accounts  would  show  larger  profits  than  those  upon 
which  they  are  assessed. 

Declarations. 

17.715.  (10)  Forms  of  return  contain  declarations 
to  be  signed  by  the  taxpayer,  that  it  is  true  to  the 
best  of  his  knowledge  and  belief.  The  Surveyor  fre- 
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quently  requires  further  declarations  relating  to  such 
things  as : — 

the  valuation  of  stock; 

reserve  accounts  created  but  not  clearly  shown 
on  the  face  of  the  balance-sheet ; 
salaries  of  partners  or  directors; 
entries  as  to  bad  and  doubtful  debts,  &c.,  &c. 
Each  trader  should  sign  a comprehensive  declaration 
when  making  his  return. 

Many  traders  by  undervaluing  stocks — omitting 
goods  from  stock — overstating  liabilities — writing  off 
bad  debts  known  to  be  good,  escape  Income  Tax  or 
Excess  Profits  Duty.  It  is  not  fair  that  some  should 
escape  their  proper  share  of  taxation,  while  others 
pay  up  to  the  hilt. 

Taxation  of  foreigners. 

17.716.  (11)  Foreigners  trading  in  this  country  and 
making  profits,  should  contribute  to  British  taxation. 
At  present  the  taxation  of  foreigners  trading  in  this 
country  i&.  on  an  unsatisfactory  basis.  Some  are 
assessed  because  their  selling  contracts  are  made  in 
this  country;  others  because  the  actual  delivery  of 
the  goods  takes  place  in  this  country;  others  because 
payment  for  the  goods  is  received  in  this  country. 

Some  foreigners  escape  payment  of  Income  Tax  on 
their  profits  in  this  country,  although  it  would  appear 
that'  the  course  of  their  business  is  exactly  similar 
to  that  of  another  foreigner  who  is  brought  into  the 
Income  Tax  net.  This  frequently  depends  upon  the 
personality  of  the  Surveyor. 

Taxation  of  foreigners  is  very  difficult,  and  is  a 
question  which  requires  careful  consideration.  Their 
taxation  should  depend  upon  the  actual  facts  of  each 
case  instead  of  upon  legal  subtleties  as  at  present. 
Foreigners  complain  loudly  when  they  have  to  pay 
English  Income  Tax,  because  there  is  no  correspond- 
ing levy  upon  English  trading  in  a foreign  country 
unless  the  analogy  of  import  duty  can  be  accepted. 
The  import  duties  levied  by  foreign  countries  do  not 
appear  to  a foreigner  to  be  of  such  importance  as  our 
Income  Tax  owing  to  the  present  high  rate  of  the 
iatter  on  profits.  Further,  the  import  duty  analog}' 
falls  to  the  ground  in  connection  with  the  assessment 
of  some  of  the  French  firms  in  the  champagne  trade 
which  pay  import  duty  on  their  product's  sent  here, 
and  also  British  Income  Tax. 

The  simplest  method  from  a purely  business  point 
of  view  would  be  an  import  duty,  but  this  suggestion 
would  arouse  political  feeling  immediately.  It  is  very 
difficult  to  suggest  what  amendment  should  be  made 
to  place  the  taxation  of  foreigners  on  an  equitable 
basis.  Whatever  he  pays  he  will  put  on  the  price  of 
his  goods,  and  the  British  public  would  eventually 
pay. 

Wasting  assets. 

17.717.  (12)  For  Income  Tax  purposes  nothing  is 
allowed  to  be  charged  against  profits  in  respect  of  de- 
preciation of  wasting  assets,  such  as  leaseholds,  build- 
ings, etc.  In  all  cases  where  the  value  of  an  asset' 
disappears  after  a lapse  of  years,  the  cost  should  be 
allowed  as  a charge  against  profits  during  the  life  of 
the  asset.  Important  items  of  this  nature  in  the 
drapery  trade  are  buildings  and  leases.  No  allow- 
ance whatever  is  made  for  either  of  these  items.  It 
may  be  difficult  to  fix  the  allowance  to  be  made  on 
account  of  a freehold  building,  but  there  should  be 
no  difficulty  in  assessing  the  allowance  of  a lease, 
because  it  is  well-known  at  the  expiration  of  a lease 
the  asset  is  worth  nothing.  The  Inland  Revenue 
standpoint  is  that  such  assets  are  capital,  and  that  no 
charges  affecting  capital  are  allowable  against 
revenue. 

Replacing  wasting  capital  should  be  allowed  out  of 
revenue.  The  fallacy  of  the  Inland  Revenue  point 
of  view  is  seen  very  clearly  in  connection  with  annui- 
ties. If  a person  pays  a lump  sum  to  an  Insurance 
Company  to  provide  an  annuity,  the  whole  of  the 
annuity  received  is  considered  by  the  Inland  Revenue 
as  income  and  taxed  accordingly,  although  a propor- 
tion of  each  payment  is  clearly  a repayment  of  the 
original  capital  sum  invested, 


Super-tax. 

17.718.  (13)  This  tax  operates  inequitably  as  re- 
gards partners  in  private  firms  as  compared  with 
shareholders  in  companies.  The  basis  for  Super-tax 
in  any  year  is  the  Income  Tax  assessment  of  the  pre- 
vious year. 

The  taxable  income  of  the  owner  of  a private  firm 
is  the  total  profit  of  the  firm,  and  the  owner  pays 
Income  Tax  on.  a certain  figure  of  adjusted  profits  in 
one  year,  and  Super-tax  upon  the  same  figure  in  the 
following  year.  If  the  same  business  were  carried  on 
by  a company,  the  profits  would  be  assessed  to  In- 
come Tax  as  in  the  case  of  a firm,  but  the  only  items 
which  would  be  assessable  to  Super-tax  would  be  the 
dividends  paid.  Thus  for  Super-tax  purposes  a private 
trader  receives  no  allowance  in  respect  of  depreciation 
of  his  leases  and  buildings,  or  for  the  depreciation 
of  his  plant  and  machinery,  which  may  be  required  in 
excess  of  the  amounts  allowed  by  the  Revenue,  and  he 
receives  no  consideration  in  regard  to  reserve  accounts 
or  profits  which  have  to  be  left  in  the  business  as 
additional  working  capital.  These  are  all  allowed  to 
a shareholder  in  a company,  because  they  are  pro- 
vided in  the  company’s  accounts  before  the  dividend 
is  paid. 

This  matter  is  now  more  important  than  it  was 
before  the  war  owing  to  increased  requirements  of 
businesses  as  regards  working  capital  and  impossibility 
in  many  cases  of  the  partner  drawing  out  the  profits 
which  are  made. 

Three  years’  (in  some  trades  five  years’ ) average. 

17.719.  (14)  The  assessment  on  the  three  years' 
average  is  clumsy  and  unsatisfactory.  The  Revenue 
authorities  like  the  system  because  it  obviates  violent 
fluctuations  in  the  yield  of  the  tax,  and  enables  the 
Chancellor  of  the  Exchequer  to  make  fairly  close  es- 
timates beforehand.  It  sometimes  works  hard  on  the 
business  concerned.  A business  on  the  upward  grade 
pays  Income  Tax  on  something  less  than  its  actual 
profits,  whereas  a business  that  is  declining  pays  upon 
more  than  its  actual  profits.  The  one  case  is  just  as 
undesirable  as  the  other.  The  profits  to  be  taxed 
should  be  those  of  the  previous  year.  If  a business 
has  a good  year,  it  can  afford  to  pay  its  Income  Tax 
immediately,  but  if  a bad  one  the  Income  Tax  will  be 
correspondingly  reduced. 

It  might  be  an  advantage  to  do  away  in  Income 
Tax  calculations  with  April  5th  date,  and  assess  every 
trader  on  his  profits  yearly  according  to  his  own  date 
of  closing  his  accounts.  This  has  been  found  to 
operate  quite  well  in  practice  in  connection  with 
Excess  Profits  Duty. 

It  is  perplexing  to  the  lay  mind  to  find  that  some 
incomes  are  assessed  upon  the  three  years’  average, 
others  upon  the  five  years’  average.  Other  items  are 
assessed  on  the  amounts  received  during  the  preced- 
ing year,  whilst  other  items  are  assessed  upon  the 
amounts  expected  to  be  received  during  the  year  of 
assessment  then  current. 

Super-tax  should  be  paid  on  the  same  income  yearly 
as  an  income  which  suffers  assessment  to  Inoome  Tax. 
At  present  interest  received  without  deduction  of 
tax  (e.g.,  5 per  cent.  War  Loan  interest)  is  received 
in  one  year,  is  assessable  to  Inoome  Tax  in  the  next 
year,  and  is  assessable  to  Super-tax  in  the  third  year 

General  Commissioners. 

17.720.  (15)  There  is  a belief  that  it  is  intended  to 
dispense  with  the  General  Commissioners,  and  for 
assessments  to  be  made  by  a body  appointed  by  the 
Inland  Revenue.  If  any  such  move  on  the  part  of 
the  Revenue  authorities  is  suggested  it  should  be 
strenuously  opposed.  General  Commissioners  art;  the 
only  appeal  tribunal  who  approach  their  problems 
from  the  point  of  view  of  general  commercial  business 
men,  and  it  would  be  regrettable  if  the  appeal 
tribunal  on  Income  Tax  matters  consisted  of  men 
whose  whole  training  was  “ tax  work,”  and  who  could 
not  be  expected  to  appreciate  everyday  commercial 
problems 
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Payment  by  instalments. 

17.721.  (16)  An  individual  is  allowed  to  pay  his 
Income  Tax  in  two  instalments.  This  concession  is 
refused  to  a company.  A company’s  working  capital 
requirements  may  be  quite  as  onerous  as  those  of  a 
private  individual,  and  the  concession  should  be 
extended  to  all  taxpayers. 

Privacy  of  total  return. 

17.722.  (17)  At  present  partners  in  a private  firm 
are  assessed  through  the  firm.  The  rate  of  tax 
paid  by  each  partner  is  known  to  the  other 
partners.  This  is  frequently  an  index  to  the  total 
income  of  each  partner,  and  many  people  object  to 
their  partners  knowing  their  incomes.  The  difficulty 
could  be  met  by  reviving  the  previous  practice  of 
assessing  partnere  individually  when  they  so  desire. 

Internal  improvements. 

17.723.  (18)  These  should  be  charged  against 
profits.  The  improvements  are  undertaken  solely 
with  a purpose  of  facilitating  shopping  and  making 
it  more  attractive.  They  form  part  of  the  expenses 
of  selling,  and  as  such  should  certainly  be  allowed 
as  a charge  against'  profits. 

Co-operative  Societies. 

17.724.  (19)  These  should  be  made  to  pay  Income 
Tax  on  their  trading  profits  and  invested  funds 
exactly  in  the  same  way  as  other  trading  concerns, 
and  it  is  a great  injustice  to  permit  them  to  escape 
payment  of  the  tax.  Mr.  Robert  Walker,  of  Man- 
chester, on  behalf  of  the  National  Traders’  Associa- 
tion, is  dealing  very  exhaustively  with  this  matter, 
so  in  order  to  prevent  the  overlapping  of  evidence, 

I am  not  enlarging  on  the  subject. 

Bating  of  income. 

17.725.  (20)  Now  that  the  purchasing  power  of  the 
sovereign  has  so  greatly  depreciated,  either  the 
abatement  of  £120  should  be  increased  or  the  amount 
below  which  the  tax  would  not  be  charged  should  be 
raised.  It'  presses  too  severely  upon  the  smaller 
salaried  men  and  women. 

Subscriptions  to  trade  associations  and  societies. 

17.726.  (21)  These  are  generally  disallowed  for 
purposes  of  Income  Tax.  This  would  appear  to  be 
unjust  seeing  that  the  expenditure  is  incurred  with 
the  object  of  carrying  on  the  business  more  efficiently, 
and  should  be  considered  as  a necessary  trade  expense. 

Animal  value  of  business  premises. 

17.727.  (22)  Under  Schedule  A,  where  a trader 
who  is  the  owner  of  his  premises  also  occupies  them, 
he  is  allowed  to  charge  at  present  against  his  trading 
profits,  only  one-third  of  the  total  Schedule  A assess- 
ment. This  should  be  materially  increased,  because 
in  the  case  of  the  owner  and  occupier  of  extensive 
premises,  this  is  a very  heavy  imposition. 

Allowances  for  wife,  children  and  dependants. 

17.728.  (23)  These  should  be  -increased,  having 
regard  to  the  increased  cost  of  living. 

[This  concludes  the  evidencc-in-chief .] 

17.729.  Chairman : We  have  your  paper  before  us, 
and  we  shall  commence  the  examination  at  once. 
Thank  you. 

17.730.  Mr.  Kerly : Will  you  take  your  first  para- 
graph? You  suggest  that  there  should  be  a simpli- 
fied form  of  Income  Tax.  What  you  have  in  view  is 
a simplified  graduated  rate? — Yes 

17.731.  Of  course,  that  would  not  do  very  much 
to  simplify  the  administration ; still,  that  is  what 
you  mean? — Yes. 

17.732.  You  suggest  that  means  should  be  found 
to  make  every  earner  of  wages  above  the  bare  limit 
of  subsistence,  pay.  How  do  you  propose  to  make 
wage-earners  pay?  Do  you  suggest  that  there  should 
bo  a personal  levy,  or  that  there  should  be  a sum 


deducted  fiom  their  wages? — Charge  it  on  then 
wages. 

17.733.  Make  the  employer  pay? — No;  it  should 
be  taken  off  when  the  wages  are  paid. 

17.734.  Deducted  by  the  employer? — Yes,  deducted 
by  the  employer. 

17.735.  It  is  the  only  practical  way  of  getting  the 
wage-earner  to  pay,  is  it  not? — Certainly.  I have 
in  view  the  German  system,  by  which  they  do  that. 

17.736.  Some  of  us  are  familiar  with  that.  Be- 
fore the  war  they  went  very  low  down  indeed? — 
One  per  cent.,  I believe,  upon  £40  incomes. 

17.737.  What  do  you  mean  by  the  bare  limit  of 
subsistence — just  enough  to  keep  body  and  soul  to- 
gether?—I think  the  Board  of  Trade  issue  what  is 
called  a living  limit,  or  they  fix  some  kind  of  limit 
of  living.  The  present  rate  of  wages,  I think,  is 
based  on  that.  That  would  vary  from  time  to  time. 

17.738.  Then  you  say  a yearly  average.  Do  you 
suggest  that  the  exemption  limit  should  change  every 
year  with  the  average? — I was  thinking  of  the  pre- 
sent conditions.  In  pre-war  days,  of  course,  it  would 
be  almost  always  the  same. 

17.739.  Supposing  your  Board  of  Trade  allowance 
is  that  in  1920,  £120  a year  was  the  limit  of  sub- 
sistence of  a man,  and  the  next  year  it  is  £130,  are 
you  going  to  alter  your  exemption  limit? — Certainly. 

17.740.  Year  by  year? — Yes. 

17.741.  Now  will  you  please  skip  down  to  para- 

graph 6.  You  say:  “In  order  to  stabilise  prices 
and  values,  the  national  financial  policy  and  budgets 
should  be  fixed  for  a series  of  years.”  As  regards 
the  scale  of  graduation,  in  which  I mean  to  include 
the  exemption  limit  and  allowances,  that  might  be 
done,  and  that  might  be  done  for  a number  of  years  ? 
—Yes.  * L 

17.742.  It  would  be  necessary  to  deal  with  the 
unit  to  which  that  was  to  be  applied  from  year  to 
year,  according  to  national  needs,.  Is>  that  what 
you  contemplate? — Yes. 

17.743.  I suppose  you  would  say  that  if  you  did 
what  you  propose,  and  fixed  your  scale  for  a long 
period,  you  would  remove  from  the  political  sphere 
such  questions  as  steepening  the  graduation  for  the 
larger  incomes  and  questions  of  that  kind? — That 
was  not  at  the  back  of  my  mind.  What  was  at  the 
back  of  my  mind,  in  regard  to  this  taxation,  was 
this:  that  viewing,  say,  the  present  abnormal  condi- 
tions with  the  heavy  expenditure,  this  should  be  fixed 
in  the  light,  not  of  one  year,  but  of  a series  of  years, 
so  that  manufacturers  and  others,  who  have  to  place 
their  contracts,  should  be  in  a position  to  some  ex- 
tent to  know  exactly  where  they  we"i  going  to  stand 
for  some  time. 

17.744.  That  rather  conflicts  with  what  I under- 
stood before.  Your  notion  is  that  the  man  should 
be  able  to  say  exactly  how  much  his  Income  Tax  will 
be  p — What  the  rate  of  his  Income  Tax  will  be,  at 
any  rate. 

17.745.  Then  in  the  next  paragraph,  you  say:  All 

traders  should  be  licensed.  Their  competency  to  keep 
a proper  set  of  books  should  be  one  of  the  conditions.’ 
Do  you  mean  that  to  apply  to  the  small  shopkeeper?— 
Yes.  . 

17.746.  You  would  not  let  a man  keep  a shop  until 

he  has  satisfied  someone  that  he  can  keep  books  too? 
—No.  Very  often  he  does  not  keep  a set  of  books, 
and  he  will  not  keep  a set  of  books,  because  he  escapes 
Income  Tax.  . 

17.747.  Do  you  propose  to  enforce  the  obligation 
to  keep  books  by  withdrawing  his  licence  if  he  does 
not  keep  them?— Yes;  it  is  unfair  to  the  other  traders. 

17.748.  Now  go  to  paragraph  10.  You  say  that 

many  traders,  by  undervaluing  stocks,  omitting  goods 
from  stocks,  and  so  on,  escape  Income  Tax  or  Excess 
Profits  Duty.  What  evidence  have  you  got  of  that.' 
Ts  that  a mere  suspicion? — Yes.  . . 

17.749.  Can  you  tell  me  anything  upon  which  it  is 
based  ?— Except  the  living  conditions  of  some  of  these 
iraders — or  the  luxury  conditions-  -which  they  display. 

17.750.  Does  that  mean  that  you  contrast  then- 
apparent  means,  as  shown  by  their  apparent  expendi- 
ture. with  their  Income  Tax  returns?— Yes. 
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17.751.  Do  you  know  what  their  Income  Tax  returns 
are? — No. 

17.752.  Then  I do  not  see  how  you  can  oomplete 

your  syllogism.  Now  turn  to  the  next  paragraph : 
“ Taxation  of  foreigners  is  very  difficult  . . . 

Their  taxation  should  depend  upon  the  actual  facts 
of  each  case,  instead  of  upon  legal  subtleties,  as  at 
present.”  What  do  you  mean  by  that — anything? — 
Yes.  I take  it  that  in  this  case  there  are  difficulties, 
but  the  difficulty  is  in  the  interpretation  of  the  Act 
and  the  conditions  that  apply,  rather  than,  I will 
say,  the  actual  facts. 

17.753.  You  have  to  have  a proposition  of  law 
embodied  in  a Statute  in  order  to  tax  people? — Yes. 

17.754.  That  proposition  has  got  to  be  interpreted 
by  judges? — Yes. 

17.755.  Is  that  what  you  mean  by  legal  subtleties? 
— Certainly. 

17.756.  Then  what  are  you  going  to  substitute? 
Do  you  not  mean  this : that  you  think  that  the 
proposition  should  be  a plain  and  simple  one? — Yes. 

17.757.  Have  you  any  suggestion  to  make  as  to 
what  it  should  be  with  regard  to  the  taxing  of 
foreigners? — No,  I have  no  suggestion. 

17.758.  Then  in  paragraph  12,  with  regard  to 
wasting  assets,  you  suggest  that  there  should  be  an 
allowance  in  the  case  of  a lease  for  the  cost  of  the 
lease? — Yes. 

17.759.  Do  you  mean  where  a-  fine  is  paid  or  a 
lease  is  purchased  that  should  be  treated  as  an 
expenditure,  and  spread  over  a certain  number  of 
years  as  a working  expense? — That  is  it. 

17.760.  You  know  what  I mean  by  a fine — a sum 
paid  when  the  lease  is  granted? — Yes. 

17.761.  In  the  case  of  a fine,  that  is  really  an 
anticipation  of  rent,  is  it  not? — -Yes. 

17.762.  So  that  if  that  were  allowed,  you  would 
expect  the  landlord  to  be  charged  Income  Tax  upon 
it.  If  it  is  really  rent  paid  in  advance,  it  should  be 
part  of  the  landlord’s  income? — Yes. 

17.763.  You  seem  to  me,  in  paragraph  13,  to  use 
what  is  a new  point  to  me.  You  suggest  that  there 
is  an  inequality  between  partners  and  a company, 
because  partners  have  to  pay  Super-tax  on  the  whole 
of  their  profits,  but  a company  may  keep  some  in 
reserve,  not  distributing  it  as  dividend,  and  then  no 
Super-tax  is  paid?— Yes. 

17.764.  It  is  open  to  any  firm  to  get  rid  of  that 
disadvantage  by  forming  their  firm  into'  a private 
oompany  ? — Yes. 

17.765.  I suppose  that  has  some  inconvenience? — I 
believe  it  has. 

17.766.  It  is  very  commonly  done,  is  it  not? — It  is. 

17.767.  The  contrast  that  you  draw  might  be  an 
argument  either  for  taxing  the  reserves  of  companies 
to  Super-tax  or  for  relieving  partners? — Yes. 

17.768.  It  does  not  carry  you  further  than  that? — 
No. 

17.769.  You  propose,  in  paragraph  17,  that  part- 
ners should  be  assessed  separately? — Yes. 

17.770.  Do  you  think  that  that  would  be  satisfac- 
tory to  traders — that  they  should  be  assessed 
separately? — That  is  in  a private  firm  onlv. 

17.771.  I am  speaking  of  firms  as  contrasted  with 
companies.  The  firm:  I suppose  you  would  agree,  or 
the  senior  partner,  on  behalf  of  the  firm,  should  make 
a.  return  of  the  firm’s  profits? — Yes. 

17.772.  I will  not  trouble  you  about  Co-operative 
Societies,  because  that  is  dealt  with  by  other  wit- 
nesses. Then  in  paragraph  22  vou  say:  “Under 
Schedule  A . where  a trader  who  is  the  owner  of  his 
premises  also  occupies  them  ” — you  mean  occupies 
them  for  the  purpose  of  his  trade,  of  course? — Yes. 

17.773  “ he  is  allowed  to  charge  at  present 

against  h's  trading  profits  only  one-third  of  the  total 
fichodule  A assessment. ” What  is  vour  proposal?  Is 
’fc  that  an  assessment  should  be  made  as  to  how  much 
of  his  premises  he  occupies  for  business  purposes,  anti 
how  much  for  his  private  purposes,  and  the  annual 
charge  should  be  divided  proportionately ? — Yes. 

17.774.  Do  you  suggest  that  there  should  be  some 
sort  of  flat  rate  for  each  trade,  nr  that  if  should  lm 

a matter  of  assessment  in  each  individual  case? 

According  to  the  premises  occupied. 

17.775.  That  means  each  individual  case? — Yes. 


17.776.  A flat  rate,  I presume,  for  a whole  trade 
would  be  impracticable?  Take,  for  instance,  your 
own  trade.  A little  draper  may  have  a business 
house,  and  use  it  principally  as  his  private  dwelling? 
— Yes. 

17.777.  Messrs.  Marshall  and  Snelgrove,  we  will 
say,  do  not  occupy  personally  any  part  of  the  pre- 
mises, though  a director  might  have  a private  room 
there.  That  is  the  sort  of  contrast  that  you  would  find 
in  your  particular  trade? — Yes,  especially  in  the 
country. 

17.778.  And  that  could  only  be  met  by  a special 
division  of  the  assessment  of  the  premises  of  each 
particular  trader? — Yes. 

17.779.  Sir  J.  Earmood-Banner : With  reference 
to  your  paragraph  10  on  declarations,  you  are  aware 
that  the  Surveyors  require  certain  declarations  ? 
What  you  ask  is  that  those  declarations  should  be 
made  compulsory  in  every  case? — Yes. 

17.780.  That  in  every  case  a man  should  state  the 
basis  on  which  he  has  valued  his  stocks,  what  his 
reserves  are,  and  the  salaries  of  the  partners;  they 
do  it  now  in  many  cases,  and  it  would  be  a good 
thing  to  have  it  done  in  all  cases? — Yes. 

17.781.  At  the  end  of  paragraph  11  you  say: 
•!  Whatever  he  pays  he  will  put  on  the  price  of  his 
goods,  and  the  British  public  would  eventually  pay.” 
If  their  tax  was  paid  on  turnover,  would  you  tlien 
think  it  would  fall  on  the  British  public? — No,  ex- 
cept so  far  as  all  taxation  falls  on  the  consumer. 

17.782.  But  by  putting  a tax  on  turnover  it  would 
not  be  possible  to  relieve  the  foreign  importer? — No 

17.783.  So  that  if  we  could  arrange  a tax  on  turn- 
over it  would  be  a means  of  getting  what  want 
without  imposing  a special  tax  on  the  British  public? 
— Certainly. 

17.784.  Mr.  McLintock : Just  one  point  on  the 
average.  In  paragraph  14  your  suggestion  is  to 
depart  entirely  from  the  average,  and  assess  on  the 
profits  of  the  preceding  year? — Yes. 

17.785.  Then,  in  the  second  paragraph  of  No.  14, 
you  go  on  to  say : “ and  assess  every  trader  on  his 
profits  yearly  according  to  his  own  date  of  closing 
hi  * accounts”? — Yes. 

17.786.  You  are  aware  that  at  present,  on  the 
average  system,  they  take  the  trader’s  own  year, 
whether  it  ends  in  December  or  September  or  June? 
— No,  I was  not  aware  of  that. 

17.787.  So  that  your  suggestion  would  simply  be, 
that  if  the  tax  is  assessed  on  the  income  of  the  pre- 
ceding year  and  the  trader  balances  in  December 
his  assessment  for,  say,  the  current  fiscal  year, 
1919-20,  will  be  based  on  the  year  ending  December, 
1918?— Yes. 

17.788.  On  the  question  of  the  annual  value  of 
business  premises,  paragraph  22,  you  are  aware  that 
an  allowance  can  be  given  at  present  not  exceeding 
two-thirds  ? — Yes. 

17.789.  What  you  want  is  to  have  the  limit  re- 
moved?— Yes,  I want  the  value  of  the  business 
premises  divided. 

17.790.  What  sort  of  trader  are  you  referring  to 
— one  who  lives  on  the  premises? — Yes. 

17.791.  It  is  only  that  trader? — That  is  all. 

17.792.  Then  you  really  want  the  limit  that  at 
present  exists,  an  amount  not  exceeding  two-thirds, 
removed  ? — Yes. 

17.793.  Mr.  Mackinder  : With  regard  to  paragraph 
No.  6,  do  I understand  that  your  difficulty  is  of  this 
nature : that  a trading  firm  finds  it  difficult  to  make 
a contract,  say,  for  a year  ahead,  with  the  present 
high  rates  of  taxation,  because  in  the  middle  of  that 
year  the  taxation  may  be  raised? — Yes. 

17.794.  What  you  are  contemplating,  then,  is  that 
whereas  trading  budgets,  the  budgets  of  firms,  would 
continue  to  be  for  the  year,  you  are  asking  that  the 
national  budget  should  be  for  a period,  let  us  say, 
of  five  years? — Yes. 

17.795.  Do  you  not  think  that  practically  you 
would  get  the  advantage  balanced  adversely  by  the 
fact  that  as  you  approach  the  end  of  the  quinquennial 
period  (I  assume  five  years  for  the  sake  of  argument) 
the  disturbance  would  be  greater?  You  would  have 
in  front  of  you  an  adjustment  which  might  be  a very 
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much  bigger  adjustment  than  the  annual  adjustment. 
Do  you  not  think  that  would  be  a greater  dis- 
turbance of  trade? — No. 

17.796.  You  do  not  think  so? — No. 

17.797.  Why  not? — Looking  at  the  question  broadly 
from  the  budget  point  of  view,  my  own  idea  is  that 
things  to-day  are  so  extraordinary  and  will  be  for 
many  years  to  come  with  regard  to  finance,  that  in 
order  to  stabilise  prices  and  contracts  and  the  rest 
we  must  have  a financial  policy  going  over  a series 
of  years  instead  of  annually.  I do  not  say  there 
would  not  be  slight  adjustments  each  year;  but  it 
seems  to  me  that  financial  propositions  must  look 
to  a series  of  years. 

17.798.  I recognize  that  your  difficulty  is  a real 
difficulty.  Do  you  not  think  your  object  would  be 
gained  by  giving  longer  notice  of  the  change  of 
taxation  than  at  present  you  get? — No;  my  own  idea 
is  that  what  we  are  likely  to  suffer  from  is  political 
considerations  entering  into  budget  proposals. 

17.799.  Then  I have  not  understood  you.  That  was 
the  point  Mr.  Kerly  put  to  you.  I understood  you 
then,  but  you  have  shifted  your  ground  a little  bit. 
You  have  . evidently  got  two  ideas  in  your  mind, 
which  I should  rather  like  to  separate.  The  one 
idea,  I take  it,  is  the  sheer  difficulty  of  adjusting 
the  finances  of  a firm  when  you  are  liable  to  an 
increase  of  taxation,  say,  six  months  hence,  and  you 
have  to  make  a contract  for  a year  ? — Certainly ; 
that  is  in  my  mind. 

17.800.  You  then  used  the  expression  which  you 
also  used  to  Mr.  Kerly,  that  you  had  in  mind  the 
political  possibilities? — Yes. 

17.801.  What  are  you  thinking  of? — What  I am 
thinking  of  is  that  a political  party  might  come  in 
and,  shall  I say,  without  due  consideration  make 
certain  proposals  to  alter  the  financial  oondition  of 
the  country  considerably. 

17.802.  But  if  a new  political  party  came  in,  that 
political  party,  with  the  constitution  of  our  country 
as  it  is,  could  overthrow  any  arrangement  as  regards 
finance  that  had  been  made  for  a period  of  years, 
could  it  not? — I suppose  so. 

17.803.  So  that  you  would  not  by  laying  down  a 
policy  get  over  that  difficulty,  would  you? — We  have 
done  so  in  the  past.  The  financial  policy  of  the  coun- 
try has  been  arranged  for  a series  of  years. 

17.804.  Let  me  give  you  a case  in  point.  There 
was  a sinking  fund  for  the  National  Debt  which  was 
arranged,  if  I remember  rightly,  at  £28,000,000  a 
year,  and  the  idea  was  that  that  was  to  last  over 
a long  period  of  years.  But  as  a matter  of  fact 
when  other  Governments  came  in  they  made  what  is 
called  an  inroad  on  that  fund.  You  could  not  stop 
any  Parliament,  could  you,  from  overthrowing  such  a 
policy  as  you  have  indicated?  You  would  have  no 
protection  from  that,  would  you? — You  would  have 
a greater  knowledge  of  that  than  I should. 

17.805.  I suggest  that  you  would  have  no  protec- 
tion?— The  point  I want  to  make  is  that  in  order  to 
save  the  rise  in  values  which  is  going  to  be  continual 
we  want  some  kind  of  financial  policy. 

17.806.  Professor  Pigou : May  I put  to  you  a 
further  point?  Do  you  think  that  a trader  is  justi- 
fied in  taking  Income  Tax  as  an  item  of  cost? — Yes ; 
he  must  do  so. 

17.807.  The  idea  of  the  tax  is,  is  it  not,  that  it  is 
a tax  on  profits? — Yes. 

17.808.  And  that  a higher  tax  would  reduce  the 
proportion  of  his  profits  which  would  be  available  for 
his  private  expenditure? — Yes. 

17.809.  That  is  a different  idea  from  the  idea  of 
taking  the  tax  as  an  element  in  his  oosts.  That  is 
a matter  of  book-keeping? — Yes.  but  I think  in  all 
commercial  transactions  the  total  of  his  expenditure 
with  regard  to  his  business  is  bound  to  be  brought  In, 
whatever  it  might  be. 

17.810.  Let  me  take  the  case  you  were  putting 
just  now.  You  were  asking  that  the  taxation  of 
partners  should  be  separated  on  the  ground  that  it 
reveals  to  one  partner  the  fact  that  the  others  may 
have  private  income  in  addition  to  their  business 
profits.  It  does  reveal  this  to  the  others  because  of 
the  difference  of  rate  at  which  they  pay,  does  it  not? 
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— Yes;  it  may  not  be  essential  to  the  partners  to  do 
so. 

17.811.  But  my  point  is  that  if  you  take  a private 
firm,  that  private  firm  will  pay  Income  Tax  at  vary- 
ing rates  for  its  different  partners,,  will  it  not?- — Yes. 

17.812.  Then  how  can  you  take  Income  Tax  as  an 
element  of  cost  in  that  case?  How  would  a partner- 
ship make  up  its  accounts?  Would  you  have  it  put 
down  the  Income  Tax  according  to  very  varying 
rates?  We  will  say  it  has  a partner  of  large  means 
and  a partner  of  small  means ; would  you  have  it  put 
down  the  Income  Tax  paid  by  those  two  partners,  the 
one,  we  will  say,  at  the  rate  of  3s.  in  the  £,  and  the 
other  at  the  rate,  let  us  say,  including  Super-tax,  of 
10s.  in  the  £?  Would  you  add  those  two  together 
and  put  them  down  as  costs? — I think  they  will 
enter  into  the  transaction.  I think  they  are  essen- 
tial in  the  transaction,  the  same  as  the  rates  are.  A 
man  looks  at  what  he  actually  gets  net. 

17.813.  Let  me  put  this  case  to  you.  We  will  take 
a small  draper  and  a large  draper.  The  small 
draper,  we  will  say,  pays  tax  at  2s.  3d.  in  the  £. 
We  will  say  that  the  large  draper,  including  Super- 
tax, pays  tax  at  8s.  6d.  in  the  £.  Are  both  those 
drapers  to  take  the  tax  as  an  element  of  cost? — 
I think  they  will  do  so. 

17.814.  In  other  words,  the  large  draper  will 
charge  a much  higher  price  for  his  goods  than  the 
small  draper? — I would  not  say  that. 

17.815.  But  if  it  is  taken  in  as  an  element  of 
cost? — It  depends  altogether  on  his  other  expenses, 
as  to  whether  he  charges  higher  or  not.  It  is  not 
the  only  element  entering  in. 

17.816.  I put  it  to  you  that  the  practical  way  in 
which  accounts  are  kept  is  that  the  firm  aims  at  a 
total  of  gross  profit  and  does  not  take  Income  Tax 
into  account? — It  comes  in  in  order  to  bring  his 
gross  profit  down  to  his  net  profits. 

17.817.  'What  it  comes  to  is  this.  You  mean  that 
you  can  charge  Income  Tax  up  to  such  a point  that 
you  would  render  it  impossible  for  a small  draper 
to  carry  on? — Yes. 

17.818.  But  do  you  think  that  he  would  be  better  by 
having  the  possibility  every  four  or  five  years  of  a 
sudden  great  jump  as  opposed  to  annual  smaller 
jumps  in  the  amount  that  he  is  assessed  at.  I am 
putting  it  to  you  because  I am  impressed  with  the 
reality  of  your  difficulty,  namely,  that  as  things 
stand  at  the  present  moment  a fairly  small  man  who 
is  called  upon  to  make  a contract  for  a year  ahead 
is  probably,  whatever  the  bookkeeping  rights  and 
wrongs  may  be,  in  a practical  difficulty  because  he 
does  aot  know  what  the  Revenue  requirements  will 
be  next  spring? — Besides  being  the  Chairman  of  the 
Drapers”  Chamber  of  Trade,  I am  connected  with 
the  Chamber  of  Commerce,  and  I have  to  do  with 
very  large  concerns  as  well.  I was  looking  outside 
our  own  firm  when  I was  dealing  with  this  matter. 
With  some  firms  the  material  they  put  in  this  year 
could  not  possibly  come  out  for  sale  till  twelve 
months  later.  All  the  way  through  they  must  be 
able  to  take  a contract  for  their  goods  to  be  pro- 
duced at  the  end  of  that  time;  it  will  be  twelve 
months  before  the  raw  product  comes  out  as  a 
finished  article,  by  the  nature  of  the  manufacture. 
The  man  must  make  his  contracts  in  that  way,  and 
it  is  very  essential  to-day  that  he  should  make  his 

• contracts  on  a good  basis.  To-day  he  has  to  take  a 
risk  and  the  consequence  is  very  often  a higher 
price  is  charged  because  of  the  risk  he  is  taking. 
He  does  not  know  what  taxation  or  rates  are  coming 
in  nor  what  advances  in  wages.  It  is  in  order  to 
stabilise  those  that  I have  made  this  suggestion, 
which  I think,  in  the  national  interest,  is  necessary. 

17.819.  I think  you  are  putting  a very  real 
practical  difficulty.  I wanted  to  get  help  from  you  as 
to  how  you  should  get  over  it? — The  position,  I take 
it,  is  this,  if  we  have  a Debt  of  £8,000,000,000  to 
meet  for  certain  essential  services,  it  is  quite  essen- 
tia; that  all  parties  in  the  nation  should  come 
together,  in  order  to  effect  a great  abundance  of  out- 
put. It  is  not  a party  issue,  it  is  a national  issue, 
and  for  that  purpose  so  much  money  should  be  laid 
aside  each  year,  so  that  we  should  know  the  ground 
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on  which  we  are  going,  and  that  that  basis  should  be 
made  for  a series  of  years.  That  is  the  only  way 
that  I see  prices  are  going  to  be  stabilised,  instead 
of  advancing  all  the  time. 

17.820.  If  I understand  it,  you  put  it  that  it  is 

a very  real  big  difficulty,  because  large  concerns  pur- 
chasing goods  which  they  are  going  to  sell  months 
hence ? — 12  months. 

17.821.  as  a practical  matter,  do  put  higher 

prices  than  they  otherwise  would  on  their  goods? — 
They  are  bound  to  do  so,,  in  order  to  cover  themselves. 

17.822.  Of  course  they  will  make  a bigger  profit  in 
the  favourable  case,  and  will  have  to  pay  taxation  on 
that? — They  may  lose.  An  element  of  risk  comes  in. 

17.823.  And  you  would  not  be  satisfied  by  simply 
having  a longer  notice  of  the  change? — No. 

17.824.  Of  course,  in  the  case  of  Income  Tax,  there 
are  not  the  same  reasons  against  giving  notice,  that 
there  are  in  the  case  of  Customs  duties? — No. 

17.825.  That  is  obvious? — Yes. 

17.826.  You  would  not  be  satisfied,  say,  with  18 
months’  notice  of  any  change  in  the  rate  of  Income 
Tax,  or  a year’s  notice ; but  at  the  present  time  you 
get  no  notice? — No,  we  do  not  get  any  notice. 

17.827.  You  get  three  months’  notice? — Yes,  but 
that  is  not  sufficient  to  stabilise  conditions. 

17.828.  You  get  nine  months  before  you  pay;  in 
fact,  you  get  fifteen  months  before  you  pay  the 
second  half,  but  that  is  not  sufficient? — No,  I think 
we  want  something  more. 

17.829.  Was  there  any  serious  discussion  in  your 
body  over  paragraph  No.  6? — Is  it  a really  felt 
difficulty,  or  is  it  simply  one  of  a series? — There  is  a 
serious  difficulty  in  our  body  with  regard  to  stabilising 
prices.  We  are  in  great  trouble  to-day.  We  have 
had  a meeting  to-day,  and  we  had  a meeting  yester- 
day, and  we  are  in  great  trouble,  in  regard  to  what 
we  call  stabilising  prices  in  the  dry  goods  trade,  not 
only  here,  but  right  through  the  world.  It  is  bad  in 
America,  it  is  bad  in  France,  and  in  Italy,  and  in 
Germany.  We  are  all  in  the  same  condition. 

17.830.  One  of  the  large  elements  in  your  difficulty 
is  taxation? — That  does  enter  in. 

17.831.  Of  course,  there  are  others? — Yes,  a great 
many  others. 

17.832.  Chairman : But  all  forms  of  contract  are 
subject  to  all  these  conditions,  are  they  not,  and 
always  have  been? — Yes,  but  I may  say,  in  the  dry 
goods  trade,  we  have  to  honour  all  our  contracts ; 
we  have  had  to  do  it  this  year  at  a loss  of  thousands 
of  pounds. 

17.833.  But  you  have  also  made  thousands  of  pounds 
in  other  things  ? — I dare  say  we  have  made  something 
to  cover  it,  but  we  never  anticipated  the  other. 

17.834.  Instead  of  the  ordinary  risk  of  a 12  months’ 
contract,  you  want  to  have  it  made  that  there  shall 
be  no  risk? — We  shall  always  have  an  element  of  risk, 
but  the  more  we  remove  the  risk,  and  the  more  we 
remove  anything  of  that  character  operating,,  the 
nearer  wo  shall  get  to  a stabilised  price. 

17.835.  It  would  be  a very  good  idea,  if  you  could 
get  a guarantee,  on  your  12  months’  contracts,  that 
there  should  be  no  loss ; that  would  be  a ' very  good 
way  of  doing  business? — Yes. 

17.836.  Professor  Pigou : At  any  rate,  your  argu- 
ment seems  to  suggest  that  if  a trader  knows  in 
advance  what  the  Income  Tax  is  going  to  be,  he  can 
throw  the  whole  of  it  on  to  his  customer.  Is  that 
what  you  mean?— No,  I do  not  think  I said  that. 

17.837.  You  say  so  in  so  many  words,  later  on — 
that  the  whole  of  the  duties  fall  on  the  British  public? 
— The  rates  and  taxes  eventually  fall  on  the  con- 
sumer. 

17.838.  Including  Income  Tax? — Yes. 

17.839.  In  other  words,  if  a trader  knows  in 
advance  what  his  Income  Tax  is  going  to  be,  he  can 
throw  it  on  to  the  consumer.  I want  to  know  if 
that  is  your  argument? — My  argument  is  that  if  he 
knows  what  his  Income  Tax  is  actually  going  to  be, 
he  will  not  put  on  a larger  rate  than  is  necessary, 
because  competition  compels  him  to  sell  at  as  low  a 
rate  as  he  possibly  can. 

17.840.  Is  it  your  argument  that  he  will  throw  that 
Income  Tax  on  to  the  consumer? — I think  he  does, 
eventually. 
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17.841.  Then  he  is  not  very  much  interested  in  how 
big  the  Income  Tax  is  ? — Oh,  yes,  he  is  interested  ; 
that  enters  into  his  calculations  with  regard  to  work- 
ing out  his  basis  of  profit. 

17.842.  But  if  he  throws  it  all  on  to  somebody  else, 
does  it  much  matter  to  him? — Yes.  It  enters  into 
his  price.  In  the  making  of  his  gross  profit  he  mu3t 
take  into  consideration  all  elements  of  expense,  what- 
ever they  may  be,  rents,  rates,  taxes,  fire  insurance, 
staff,  carriage,  and  everything  he  has  to  deal  with. 

17.843.  I am  still  not  quite  clear  as  to  your  answer. 
Do  you  mean  that  he  passes  it  all  on? — I think  it  is 
passed  on. 

17.844.  But  if  it  is  all  passed  on,  it  is  nothing  to 
him? — From  the  point  of  view  that  he  must  sell  his 
goods — he  must  enter  into  competition  in  respect  of 
his  goods,  and  therefore  it  is  an  element.  His  price 
will  be  higher  if  he  does  not. 

17.845.  You  seem  to  say  one  moment  that  he  does 
pass  it  on,  and  the  next,  that  he  does  not.  Perhaps 
I need  not  press  that.  May  I suggest  that  when 
you  are  speaking  about  contracts  you  are  really  sug- 
gesting something 'that  is  varied  in  regard  to  indirect 
taxes — that  it  is  very  important  to  have  them  stable, 
but  that  this  same  thing  does  not  really  hold  with 
Income  Tax.  That  applies  to  what  you  argue  about 
contracts.  Of  course,  if  a person  is  going  to  buy 
raw  material  and  suddenly  the  tax  on  that  is  changed, 
the  position  is  one  of  great  difficulty,  but  I suggest 
that  position  does  not  hold  with  regard  to  Income 
Tax.  Will  you  accept  that  distinction  between  the 
two? — No,  I do  not  think  I should  accept  that. 

17.846.  You  would  say  that  the  trader  was  in  equal 
difficulty  if  he  did  not  know  what  was  going  to  happen 
with  regard  to  Income  Tax  as  he  is  if  he  does  not 
know  what  is  going  to  happen  with  regard  to  the 
tax  on  some  material  that  he  uses? — Yes;  for 
instance,  if  the  Income  Tax  is  only  5s.  in  the  £ and 
it  goes  up  to  10s.  in  the  £,  I think  it  is  an  essential 
element  in  his  contract. 

17.847.  I will  pass  to  only  one  other  thing.  In 
paragraph  4 you  want  to  abolish  the  Super-tax  and 
make  up  the  deficiency  by  a graduated  Income  Tax? 
— A steeper  Income  Tax. 

17.848.  How  would  you  work  that  practically?  I 
mean  as  to  deduction  at  the  source? — I think  I put 
it  down  here  that  where  the  tax  can  be  collected  by 
the  employers  from  the  workers  they  should  do  that. 

17.849.  You  have  not  got  my  point.  At  present  the 
Income  Tax  is  collected  at  the  source,  at  the  full 
Income  Tax  rate  of  6s.? — Yes. 

17.850.  The  .Super-tax  people  are  then  assessed  per- 
sonally ? — Yes. 

17.851.  When  you  speak  .about  abolishing  the  Super- 
tax, do  you  mean  that  everybody  should  pay  a 
higher  rate  and  then  get  an  abatement? — No. 

17.852.  How  otherwise  would  you  distinguish  it? 
I want  to  know  what  exactly  it  is  that  is  in  your 
mind?— What  is  in  my  mind  is  this,  for  instance.  I 
think  in  the  German  system  it  ran  from  one  per 
cent,  up  to  about  10  per  cent,  when  I was  in  Cologne. 
If  it  was  necessary  I would  put  an  Income  Tax  from 
one  per  cent,  to  60  per  cent,  and  abolish  the  Super- 
tax and  Excess  Profits  Duty.  Income  Tax  would  be 
the  basis. 

17.853.  Surely  it  is  a mere  matter  of  name,  so  long 
as  you  do  not  alter  the  machinery.  It  does  not  matter 
whether  you  call  it  Income  Tax  or  Super-tax  if  it  is 
the  same  rate? — That  is  so. 

17.854.  What  I am  on  is  this.  The  convenience  of 
the  present  method  of  assessing  Super-tax  is  that  it 
enables  6s.  to  be  deducted  at  the  source.  Would  you 
alter  that?  Would  you  make  the  amount  deducted  at 
the  source  something  different,  or  how  would  you 
work  it? — I am  afraid  I do  not  sufficiently  understand 
your  question. 

17.855.  Professor  Pigou  : I will  not  press  it. 

17.856.  Mr.  Synnott : Is  not  your  point  about  the 
instability  of  the  future  tax  this : that  you  have  to 
add  an  insurance  premium  to  your  price  for  your 
risk  ? — Yes. 

17.857.  If  you  throw  it  on  the  consumer  it  makes 
the  goods  dearer  for  him  than  they  otherwise  would 
be? — Yes. 
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17.858.  That  is  sufficient  even  of  itself,  is  it  not?— 
Yes. 

17.859.  Does  not  an  Income  Tax  of  a varying  rate 
also  affect  your  trade  in  this  way,  that  you  do  not 
know  how  much  you  may  be  able  to  put  to  your 
reserve? — Yes. 

17.860.  That  is  quite  apart  from  what  you  may  per- 
sonally pay? — Yes. 

17.861.  And  that,  in  fact,  has  been  a very  serious 
difficulty,  has  it  not,  since  the  high  rate?— Yes. 

17.862.  In  regard  to  your  very  wide  proposal  in 
paragraph  6,  1 wish  you  would  think  it  over  at  your 
Chambers  of  Commerce  and  see  how  it  could  be  done. 
Does  it  not  in  effect  amount  to  this,  that  the  control 
of  the  financial  policy,  not  merely  the  method  of 
raising  revenue,  but  the  methods  and  objects  of 
expenditure,  would  be  to  a certain  extent  taken  out 
of  the  hands  of  Parliament?  Is  not  that  the  logical 
result  of  the  proposal? — I do  not  want  it  taken  out 
of  the  control  of  Parliament. 

17.863.  But  it  has  been  put  to  you  that  a future 
Parliament  can  always  repeal  the  policy  of  a previous 
Parliament,  because  Parliament  is  omnipotent? — Yes. 

17.864.  Then  must  you  not  take  it  out  of  the 

control  of  Parliament?— Parliament  goes  in  for  five 
or  six  years.  . 

17.865.  Have  you  considered  at  all  the  method 
which,  I believe,  they  have  in  France,  under  which 
there  is  a Budget  Committee  or  Commission  which 
really  does  control  finance  in  a very  considerable  way  ? 

17.866.  Mr.  Mackinder:  But  the  Budget  Com- 
mission is  a portion  of  Parliament 

17.867.  Mr.  Synnott : Yes,  but  they  can  veto,  or  I 
think  so.  (To  Witness) : However,  you  have  not  con- 
sidered the  matter?— No,  I have  not  considered  that 
matter ; I have  only  taken  the  broad  outline  of  it. 

17.868.  Do  you  represent  a large  body  of  employers: 

— Yes. 

17.869.  You  are  not  against  collecting  tax  by  means 
of  a stamp,  are  you? — No. 

17.870.  Mr.  Walker  Clark:  In  reference  to  para- 
graph 1,  the  wage-earners’  tax  to  be  collected  by 
employers,  that  is  the  view  of  the  Chamber,  is  it? 

No,  I cannot  say  that. 

17.871.  It  is  your  personal  view? — Yes. 

17.872.  Have  you  consulted  your  own  employees  or 
any  number  of  your  own  employees  to  see  whether 
they  would  be  willing  to  pay  the  tax  in  that  way  ? 

No,  we  have  not.  We  are  to-day  collecting  War 
Savings,  and  I think  no  fewer  than  four  different 
items,  and  we  have  not  the  slightest  trouble;  in  fact, 
we  find  War  Savings  have  been  going  up  every  week. 

17.873.  And  you  do  not  anticipate  any  trouble  in 

regard  to  Income  Tax? — No,  I believe  our  people 
would  be  very  pleased  with  it.  0 „ v 

17.874.  You  are  speaking  personally  now?  les. 

17, §75.  Would  you  suggest  that  the  deduction  of 

the  tax  should  be  at  a flat  rate,  that  is,  at  a low 
rate,  and  that  there  should  he  no  deductions  and  no 
abatements? — Yes. 

17.876.  And  should  apply  universally,  based  on  tne 

wages  received? — Yes.  For  instance,  the  German 
system,  I think,  was  1 per  cent,  on  a £40  income  in 
a house.  That  was  pre-war.  . 

17.877.  Not  in  a house,  but  a family?— Yes,  a 

family.  „ 

17.878.  Now  paragraph  9,  books  of  account.  lou 
say:  “All  traders  should  be  compelled  by  law  to 
keep  books.”  It  would  be  extremely  difficult  in  some 
cases,  would  it  not;  say,  a horse  dealer  or  a cattle 
dealer? — I do  not  know.  They  all  go  to  school. 

17.879.  A cabman?— They  all  go  to  school. 

17.880.  They  did  once?— Well,  they  ought  to  go 

now.  0 

17.881.  You  would  adhere  to  that  proposal  ?- 

Certainly.  . 

17.882.  That  it  should  be  a condition  of  trading 
that  a man  should  keep  books? — Yes. 

17.883.  What  do  you  consider  should  be  the 
exemption  limit  for  the  payment  of  these  weekly 
taxes? — T should  let  the  Board  of  Trade  fix  that, 
according  to  the  rate. 

17.884.  I want  your  idea.  We  have  had  a good 
deal  of  evidence  given  to  the  Commission  on  different 
exemption  limits.  What  is  your  idea? — I have  not 
thought  of  that. 


17.885.  Not  whether  it  would  be  the  present  limit 

or  doubling  the  present  limit  or  reducing  it?— I have 
not  studied  it  sufficiently  to  give  an  answer  that  i 
should  like  you  to  take.  .. 

17.886.  Then  on  paragraph  14,  as  to  doing  away 
with  the  three  years’  average.  At  present  losses  can 
be  brought  forward,  at  any  rate,  for  two  years,  les. 

17.887.  Would  you  tax  a business  on  the  profit  ot 
the  previous  year,  and  if  there  was  a loss  would  that 
free  them  from  tax  that  year,  or  would  you  bring 
forward  the  loss?— I think  the  idea  behind  this  is  that 
a man,  if  he  has  a good  year,  is  then  ready  and  willing 
and  more  able  to  pay.  He  may  go  for  three  years 
and  perhaps  may  be  in  a very  bad  position,  and  it 
may  affect  him  a great  deal  more. 

17.888.  What  about  the  loss ; would  you  bring 
forward  the  loss?  At  present  he  can  firing  forward 
his  loss  for  two  years? — No,  I think  I should  let  each 
year  work  out  itself. 

17.889.  That  is  your  proposal?— Yes. 

17.890.  Then  I am  rather  interested  in  paragraph 

15.  You  suggest  the  retention  of  General  Commis- 
sioners?— Yes.  . . i£0 

17.891.  Are  you  a General  Commissioner  yourseit  ? 

—No.  . i 

17.892.  Your  experience  of  them  is  satisfactory  on 

the  whole? — Yes.  v 

17.893.  And  that  applies  to  your  Chamber? — res. 

17.894.  Then  paragraph  17  is  with  regard  to  assess- 
ing partners  individually.  You  consider  that  there 
is  a real  disadvantage  in  the  present  method  of  one 
partner  knowing  what  another  partner’s  income  is? 
—Paragraph  17  is  put  in  on  behalf  of  the  Chamber; 
it  is  put  in  by  the  secretary  of  the  Chamber. 

17.895.  You  consider  there  is  a real  disadvantage 
in  the  want  of  privacy? — Yes,  and  I think  this  has 
come  to  the  secretary  of  the  Chamber  privately  in 
connection  with  firms. 

17.896.  Is  there  also  another  difficulty  as  well  that 
is  not  expressed  here,  namely,  that  sometimes  it  is 
difficult  for  the  partners  to  understand  their  relative 
liability  for  tax? — I do  not  know  that. 

17.897.  Where  there  are  two  or  three  partners  with 
varying  rates.  The  point  has  not  been  brought  to 
your  notice?— No.  I understand  that  partners  are 
not  always  very  friendly. 

17.898.  Dr.  Stamp : Just  one  question  on  your 

paragraph  22.  Do  you  think  that  the  allowance 
under  Schedule  A as  a deduction  from  the  profits 
in  respect  of  part  of  the  premises  used  for  business 
should  be  increased?— Yes.  T 

17.899.  What  do  you  think  it  ought  to  be?— 1 

think  it  should  be  in  proportion  to  the  part  of  the 
premises  used.  It  is  a varying  amount  in  different 
cases.  I have  been  in  the  country  very  recently, 
and  I can  say  that  in  the  case  of  small  drapers  some 
of  them  have  tremendous  houses  and  gardens  and 
very  small  shops,  another  man  will  have  a very  small 
house  indeed,  and  liis  business  premises  are  very 
much  larger.  , , 

17.900.  Take  the  case  of  an  ordinary  London  shop 
where  the  proprietor  lives  over  it— an  ordinary  retail 
shop  making  about  £300  or  £400  a year.  What  pro- 
portion do  you  think  in  that  case  ?— I think  it  may 
be  equal  there,  but  the  thing  varies  all  through  the 
country. 

17.901.  You  would  give  him  half  and  half?  xes. 

17.902.  What  does  he  get  now? — I do  not  know. 

17.903.  You  say  in  paragraph  22:  “he  is  allowed 
to  charge  at  present  against  his  trading  profits,  only 
one-third  of  the  total  Schedule  A assessment  ’’  ?— Yes. 

17.904.  Should  not  that  be  two-thirds  ?— I do  not 

know.  . £ ,, 

17.905.  Would  you  admit  that  95  per  cent,  or  tne 
traders  of  the  country  in  this  position  get  a two- 
tliirds  allowance ?■ — I cannot  answer  that. 

17.906.  It  is  rather  material  if  you  are  asking  for 
it  to  be  materially  increased,  is  it  not?— Yes. 

17.907.  Chairman:  Where  do  you  get  your  figure 

from  ? , 

17.908.  Dr.  Stamp : Where  do  you  get  the  one- 
third  from?— This  was  prepared  by  my  secretary,  so 
I am  rather  in  a difficulty.  This  was  prepared  by 
the  secretary  and  he  ought  to  be  here. 
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17.909.  Mr.  Walker  Clark : The  secretary  is  en- 
gaged, is  he  not,  and  could  not  be  here? — That  is  so. 

17.910.  Dr.  Stamp : If  we  substitute  two-thirds, 
would  you  withdraw  that  then? — No,  I would  rather 
have  nothing  to  do  with  it.  We  have  a big  con- 
ference on  to-day  at  the  Drapers’  Hall;  there  are 
about  500  of  us  there;  and  this  is  rather  unfortunate. 
I would  rather  the  secretary  came  down  and  took 
some  of  these  questions  himself. 

17.911.  Chairman : I have  been  rather  sympa- 

thizing with  you  for  some  time. 

17.912.  Dr.  Stamp:  Would  you  accept  it  from  us 
that  two-thirds  is  generally  allowed? — Ye6. 

17.913.  And  on  your  own  showing,  since  an  average 
case  would  be  half  and  half,  that  is  liberal? — Yes. 

17.914.  Mr.  May:  I would  like  to  be  clear  about 
what  you  propose  as  to  the  taxation  of  wages  by  em- 
ployers. I understood  from  your  previous  answer 
that  you  propose  a new  form  of  taxation ; that  you 
do  not  propose  that  the  workman  should  have  the 
same  relief  as  the  ordinary  taxpayer;  you  would  tax 
him  at  a flat  rate  upon  his  wages? — Yes;  I want  to 
do  away  .with  all  the  exemptions,  after  the  living 
limit  everybody  should  be  placed  on  the  same  basis. 
The  difference  I should  make  would  be  bv  graduating 
the  tax. 

17.915.  Do  you  want  to  do  away  with  all  these 
allowances  for  every  citizen? — Yes. 

17.916.  Irrespective  of  income? — Yes. 

17.917.  There  is  only  one  other  point,  and  that  is 
as  to  the  collection.  You  say  that  you  now  collect 


War  Savings  and  other  things  without  any  difficulty? 

-Yes. 

17.918.  Do  you  think  there  would  be  the  same 
agreement  on  the  part  of  the  employee  in  collecting 
tax  from  him  from  his  wages? — I do  not  know  that 
anybody  pays  taxes  very  willingly. 

17.919.  Then  there  is  no  real  analogy  between 
your  present  practice  and  what  you  propose? — I think 
they  would  do  it  just  as  willingly  as  they  would  do 
the  other. 

17,9m.  I think  you  are  a sanguine  man? — Pos- 
sibly so. 

17.921.  Chairman:  Thank  you  for  ^your  evidence. 

-I  do  not  know  whether  I may  say  that  the  whole 

of  our  textile  trade  is  in  a very  peculiar  position, 
especially  with  regard  to  Income  Tax,  and  with 
regard  to  taxation  generally.  Our  capital  employed 
in  the  business  to-day  has  to  be  3^  times  what  it 
was  before  the  war.  The  difficulty  is  that  the  taxa- 
tion exacted  from  the  trade — Income  Tax  and  Excess 
Profits  Duty — does  not  allow  that  money  to  remain 
in  our  business.  The  consequence  is  that  right 
through  our  trade,  the  textile  trade,  right  through 
the  City  of  London,  and  right  through  the  country, 
a large  amount  of  money  has  to  be  withdrawn  from 
the  banks  in  order  to  finance  our  business. 

17.922.  The  banks  have  not  made  anv  objection  to 
that,  have  they? — They  may  do  so. 

17.923.  Chairman:  That  is  everybody’s  case;  I do 
not  tbink  you  can  claim  that  as  being  peculiar  to  your 
own ; you  have  to  grin  and  bear  it. 


Mr.  Michael  Frederick  Cahill,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Memorandum  of  evidence  submitted  by  Michael 
Frederick  Cahill  on  behalf  of  The  United 
Kingdom  Association  of  Multiple  Shop  Pro- 
prietors and  The  Home  and  Foreign  Produce 
Exchange,  Limited,  and  The  Retail  Distri- 
butors’ Association. 

Bodies  represented. 

17.924.  (1)  The  United  Kingdom  Association  of 
Multiple  Shop  Proprietors  of  Oxford  Court,  Cannon 
Street,  E.C.,  consists  of  the  greatest  of  the  multiple 
shop  proprietors  of  the  United  Kingdom,  having  an 
aggregate  capital  of  approximately  twenty  million 
pounds  and  possessed  collectively  of  approximately 
5,000  retail  shops,  in  addition  to  numerous  factories 
and  productive  establishments. 

The  Home  and  Foreign  Produce  Exchange, 
Limited,  is  an  association  of  all  the  leading  import- 
ing and  distributing  firms  engaged  in  the  provision 
trade  (bacon,,  lard,  ham,  cheese,  butter,  eggs,  canned 
goods,  etc.)  in  London  and  the  Home  Counties,  repre- 
senting approximately  an  aggregate  capital  of 
£80,000,000. 

The  Retail  Distributors’  Association  is  an  associa- 
tion of  all  the  leading  London  stores,  with  an  aggre- 
gate capital  of  approximately  £20,000,000. 

Taken  collectively  the  members  of  the  three  associa- 
tions represent  approximately  a capital  of 
£120,000,000  and  comprise  approximately  several 
million  shareholders. 

Qualifications  of  witness. 

17.925.  (2)  I am  solicitor  to  the  Multiple  Shop 
Association,  admitted  in  1909,  but  having  upwards 
of  26  years’  legal  experience  in  London.  Through- 
out the  whole  of  the  food  control  until  I took  up  my 
present  appointment  I acted  as  staff  solicitor  and 
executive  food  officer  to  one  of  the  larger  multiple 
shop  firms,  and  I have  become  proportionately  ac- 
quainted with  all  trades  affected  by  the  food  control. 
I am  also  a member  of  the  Retail  Grocers’  Advisory 
Board  at  the  Ministry  of  Food,  and  I possess  both 
legal  and  trade  knowledge,  and  in  particular  I have 
been  brought  largely  into  contact  with  the  co-opera- 
tive trading  and  its  activities,  and  I have  made  a 


thorough  study  of  the  subject  of  my  evidence,  en- 
deavouring to  go  back  to  the  commencement  of  the 
19th  century  thereon.  I submit  therefore,  that  I 
am  well  qualified  to  represent,  as  I do,  the  three 
associations  above-mentioned  upon  the  subject  of  the 
non-payment  of  Income  Tax  by  Co-operative  Societies 
to  which  alone  my  evidence  is  confined. 

Errors  of  authorities. 

17,926.  (3)  1 desire  to  submit  that  the  exemption  of 
Co-operative  Societies  from  tax  under  Schedules  C 
and  D rests  upon  errors  of  fact  and  law  on  the  part 
of  the  authorities.  Indeed  had  it  not  been  for 
these  errors  it  would  in  my  judgment  have  been  im- 
possible for  the  Inland  Revenue  views  to  have  been 
continuously  so  divergent  from  the  viewB  of  the 
entire  business  community  other  than  the  Co-opera- 
tive representatives. 

The  same  errors  vitiate  the  public  statements  of 
various  Chancellors  of  the  Exchequer  and  the  Report 
of  the  Departmental  Committee  on  Income  Tax  of 
1905,  and  also  the  memorandum  of  the  Deputy 
Chairman  of  the  Board  of  Inland  Revenue,  furnished 
to  the  1905  Committee  on  this  subject  which  I shall 
respectfully  urge  is  erroneous  for  the  reasons  here- 
after given.  It  would  indeed  have  been  extraordin- 
ary if  (as  alleged  by  him)  the  Legislature  had 
granted  this  tax  exemption  for  the  sake  of  “ admin- 
istrative convenience  ” in  1852,  as  at  that  time  the 
abolition  of  the  tax  was  almost  immediately  expected. 
Further,  if  that  had  been  the  reason,  it  is  strange 
the  exemption  did  not  also  extend  to  Schedules  A 
and  B and  to  other  bodies.  The  only  other  reason 
alleged  by  him,  viz : a House  of  Lords  decision  more 
than  36  years  subsequent  to  1852  obviously  was  not 
conceived  by  Parliament. 

The  errors  mentioned  are  as  follows : — 

(a)  that  the  dividends  paid  by  societies  are  not 

profits  within  the  meaning  of  the  Income 
Tax  Act ; but  (vide  1905  Committee’s 
Report)  are  “ merely  a return  to  members 
of  sums  which  they  have  paid  for  their  own 
goods  in  excess  of  the  cost  price  ” ; 

( b ) that  it  is  idle  for  the  societies  to  pay  tax 

as  the  whole  of  the  tax  (except  perhaps  a 
minute  portion)  would  be  reclaimable  by 
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the  members,  the  immense  majority  of 
whom  are  in  receipt  of  incomes  below  the 
taxable  limit. 

I shall  respectfully  but  strongly  submit  that  for  the 
reasons  hereafter  given  these  statements  are  contrary 
to  fact  and  law.  I desire  to  lay  particular  stress 
upon  these  errors  as  I earnestly  wish  the  Com- 
mission to  discharge  me  from  all  suspicion  of  pre- 
sumption or  lack  of  deference  to  the  eminent  persons 
whom  I am  arraigning ; and  I respectfully  point  out 
that  as  their  opinions  were  founded  upon  errors  of 
fact  it  follows  that  those  opinions  are  of  no  authority 
and  that  I may  without  presumption  ask  the  Com- 
mission to  consider  the  matter  completely  afresh. 

Nature  of  Co-operative  Societies. 

17.927.  (4)  Thie  expression  “ Co-operative  Socie- 
ties ” is  merely  another  name  for  Industrial  and  Pro- 
vident Societies  formed  under  the  Industrial  and 
Provident  Societies’  Acts.  They  are  not  now 
Friendly  Societies,  and  Friendly  Societies  are  not 
within  the  present  subject. 

Industrial  and  Provident  Societies  (hereinafter 
called  Co-operative  Societies)  are  purely  and  simply 
trading  associations  formed  under  the  Industrial  and 
Provident  Societies’  Acts  (co-operative  evidence  1905 
Committee,  Answer  2714).  They  are  statutory 
trading  corporations  having  perpetual  succession  and 
a common  seal  under  the  Statutes  on  which  they  rely 
entirely  for  their  existence;  they  are  separate  legal 
entities  and  they  are  regulated  wholly  by  the  pro- 
visions of  the  Statutes  and  the  rules  of  the  societies 
which  are  compulsorily  registered  with  the  registrar 
of  these  societies,  pursuant  to  the  Statutes.  They  are 
precisely  analogous  to  the  limited  trading  companies 
registered  under  the  Companies’  Acts,  the  registered 
rules  fulfilling  a like  purpose  to  the  articles  of  asso- 
ciation of  a limited  company.  Apart  from  the  tax 
exemption  and  certain  internal  privileges  (not  here 
material)  which  have  been  conferred  upon  Co-opera- 
tive Societies  the  comparative  positions  of  limited 
companies  and  Co-operative  Societies  are  absolutely 
identical  with  one  exception,  namely,  the  capital  of 
limited  companies  is  fixed  and  permanent,  but  there 
is  no  limit  to  the  share  holding  of  any  individual 
member,  whereas  the  capital  of  Co-operative  Societies 
is  unlimited  and  variable,  but  no  individual  member 
(other  than  a Co-operative  Society)  may  hold  more 
than  £200  worth  of  shares.  Other  'Co-operative 
Societies  may  have  an  unlimited  holding,  and  both 
individuals  and  other  societies  may  and  do  lend 
money  to  the  society  in  addition. 

And  I shall  earnestly  submit  that  the  profits  of 
Co-operative  Societies  are  precisely  the  same  in  com- 
position, and  are  obtained  by  the  same  means,  as 
the  profits  of  limited  companies,  and  should  be 
similarly  treated  for  the  purpose  of  Income  Tax.  I 
shall  further  submit  that  the  position  of  shareholding 
customers  (an  enormous  number)  in  limited  com- 
panies is  directly  analogous  to  that  of  member  cus- 
tomers in  a Co-operative  Society  : that  the  dividends 
respectively  paid  to  each  are  alike  in  origin  and  com- 
position, and  that  they  should  be  treated  alike  for 
taxation  purposes. 

Evidence  to  be  used. 

17.928.  (5)  The  evidence  concerning  the  nature  and 
trading  operations  of  Co-operative  Societies  is  to  be 
sought  in  the  Statutes  creating  and  governing  them, 
in  their  registered  rules  under  those  Statutes,  and 
in  the  audited  accounts  published  by  them  and 
annual  trading  returns  compulsorily  filed  by  them 
with  the  official  registrar;  and  it  is  to  the  authentic 
evidence  comprised  in  these  sources  that  1 respect- 
fully crave  the  most  earnest  attention  of  the  Com- 
mission, because  notwithstanding  the  most  diligent 
search,  I cannot  find  that  this  evidence  has  ever 
hitherto  received  attention  from  any  committee  or 
official  whatever. 

Societies’  present  exemption. 

17.929.  (6)  The  exempt  .on  of  Co-operative  Societies 
from  tax  is  now  contained  in  section  39  (4)  of  the 
Income  Tax  Act,  1918,  which  is  as  follows: — 


“ A society  registered  under  the  Industrial  and 
Provident  Societies  Act,  1893,  shall  be  entitled 
to  exemption  from  tax  under  Schedules  C and 
D,  unless  it  sells  to  persons  not  members  thereof, 
and  the  number  of  its  shares  is  limited  by  its 
rules  or  practice,  but  no  member  of  or  person 
employed  by  the  society  shall  be  exempt  from 
charge  to  the  tax  to  which  he  would  otherwise 
be  liable.” 

The  Statute  merely  codified  the  law  and  repeated 
previous  enactments  to  the  like  effect.  The  effect  of 
the  Statute  is  that  provided  a society  does  not  (either 
by  its  rules  or  practice)  limit  the  number  of  its  shares 
(a  matter  entirely  within  its  own  power),  it  may  (as 
it  does)  trade  freely  with  all  persons,  members  or 
otherwise,  without  liability  to  tax  under  Schedules 
C and  D. 

Repeal  desired. 

17.930.  (7)  The  associations  for  whom  I sjieak 
respectfully  ask  that  the  foregoing  exemption  shall 
be  wholly  repealed. 

Societies  affected. 

17.931.  (8)  There  are  more  than  4,000  Co-operative 
Societies  registered;  but  the  societies  who  object  to 
this  repeal,  I believe,  comprise  only  the  1,400  odd 
societies  included  in  what  is  known  as  the  Co-opera- 
tive Union,  and  I propose  to  direct  my  evidence  par- 
ticularly to  them.  I produce  a list  of  the  societies 
in* question,  about  1,400  in  number,  contained  in  the 
Co-operative  Directory  issued  by  the  Co-operative 
Union. 

Extent  of  annual  profits  escaping  taxation. 

17.932.  (9)  The  societies  comprised  in  the  Union 
may  be  roughly  classified  as  follows  : — 

Distributive  ( i.e .,  retail)  societies  ...  1,366 

do.  federations  6 

Productive  societies  (manufacturing)  97 

Supply  associations  ...  ...  ...  3 

Special  societies 4 

Wholesale  societies  ...  ...  ...  3 

1,478 

The  share  and  loan  capital  of  these  societies  with 
their  sales  and  profits  for  the  year  1917  are  stated  as 
follows  : — 


XJnion  societies. 


Union  societies. 

Capital. 

Sales. 

Profits. 

£ 

£ 

£ 

Distributive  societies  ... 

55,746.493 

142,003,612 

15,961,591 

Do.  federations 

29,724 

129,130 

8,632 

Productive  societies 

1,804,954 

5,146,459 

359,740 

Supply  associations 

438,388 

1,712,718 

58,602 

Special  societies 

56,709 

480,334 

29,388 

Wholesale  societies 

11,278,330 

75,441,542 

1,821,647 

£69,355,148 

£224,913,795 

£18,194,600 

During  1918  these  figures  are  stated  to  have  in- 
creased. 


A comparatively  trivial  portion  of  the  profits 
should  have  borne  tax  under  Schedules  A and  B : 
but  except  for  that  the  whole  of  this  £18,194,600  has 
not  paid  any  tax  whatever.  It  does  not  pay  tax 
while  in  the  possession  of  the  society  because  of  the 
statutory  exemption : and  the  portion  distributed  as 
dividends  to  the  co-operative  members  does  not  pay 
any  tax  in  the  hands  of  the  members  because  of  the 
express  direction  of  the  Inland  Revenue  ( see  Form 
Ql,  Quarterly  Assessment,  page  2)  that  the  same  are 
not  profits  and  are  not  to  be  brought  into  account 
by  co-operative  members  for  any  purpose  either  for 
taxation  or  for  ascertaining  whether  the  member  is 
liable  to  tax  at  all,  or  for  assessing  the  rate  or  tax 
applicable  to  his  income. 
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The  considerable  sums  retained  by  the  societies 
and  applied  to  reserve  fund  and  ether  purposes  also 
completely  escape  taxation  because  of  the  Statute; 
whereas  a limited  company  does  pay  tax  upon  its 
undistributed  profits  and  the  shareholders  pay  tax 
on  the  distributed  profits  by  deduction  from  their 
dividend.  It  is  erroneous  therefore  to  say  (as  on 
page  62,  1905  Appendix)  that  there  is  no  real  exemp- 
tion of  the  co-operative  profits  from  tax  since  the 
tax  is  paid  by  the  assessable  members  thereon  when 
they  receive  them;  because  firstly  this  is  not  the  fact 
(see  above)  and  secondly  the  statement  omits  all 
reference  to  the  considerable  profits  which  are  not 
distributed  but  retained  by  the  societies. 

Other  societies. 

17.933.  (10)  In  addition  to  the  1,478  societies  com- 
prised in  the  Union  there  are  some  2,500  other 
registered  societies  of  various  kinds  who  also  escape 
taxation  within  the  limits  of  the  exemption.  These 
other  societies  have  annual  sales  amounting  approxi- 
mately to  £150,000,000,  but  I do  not  know  the 
amount  of  the  profits  thereon. 

Preference  not  desired  by  societies. 

17.934.  (11)  The  Co-operative  Union  societies  “ ask 
for  no  exceptional  treatment  by  way  of  exemption.” 
(Co-operative  Union  memorandum,  page  67  of 
Appendix  to  Report  of  1905  Committee.)  They  do 
not  claim  any  special  treatment  or  privilege  but 
assert  ( vide  page  61,  the  said  memorandum)  that 
they  have  not  enjoyed  any  exemption  from  tax 
beyond  that  which  is  enjoyed  by  every  other  citizen : 
and  they  scarcely  see  (answer  2774,  Appendix,  1905 
Report)  that  the  exempting  section  “ gives  us  any 
advantage  that  we  would  not  have  if  it  had  never 
been  passed.”  These  statements  are  not  in  accord- 
ance with  historical  fact,  and  indeed  it  would  have 
been  singular  if  Parliament  had  repeatedly  enacted 
an  exemption  for  the  purpose  of  making  no  differ- 
ence: but  in  view  of  -these  statements  it  is  only 
necessary  for  me  to  deal  with  the  present  day  objec- 
tions to  the  repeal  of  the  exemption. 

Sole  objections  to  repeal. 

17.935.  (12)  Those  objections,  as  I have  before 
stated,  are  two  in  number  ( vide  1905  Committee’s 
Report,  co-operative  memorandum,  page  61  of  its 
Appendix  and  Inland  Revenue  statement,  page  44)  : — 

(1)  that  the  “ dividends  ” paid  by  societies  are 

not  profits  within  the  meaning  of  the 
Income  Tax  Acts;  but  (vide  Committee’s 
Report)  are  “ merely  a return  to  members 
of  sums  which  they  have  paid  for  their 
own  goods  in  excess  of  the  cost  price  ” ; 

(2)  that  it  is  idle  for  the  society  to  pay  tax,  as 

the  whole  of  the  tax  (except  perhaps  a 
minute  portion)  would  be  reclaimable  by 
the  members,  “ the  immense  majority  ” of 
whom  are  in  receipt  of  incomes  below  the 
taxable  limit. 

These  objections  are  curious,  for  if  the  first  objec- 
tion be  valid,  there  would  be  no  real  exemption  at 
all  ( vide  co-operative  evidence  Q.  2774,  1905  Com- 
mittee and  statement  of  Deputy  Chairman  of  Inland 
Revenue,  page  45);  and  if  that  were  so,  the  second 
objection  could  not  arise. 

Second  objection  (collection). 

17.936.  (13)  The  second  objection  is,  however, 
wholly  immaterial.  It  relates  primarily  to  the 
general  method  of  collection  of  tax,  and  it  is  an 
objection  to  the  cardinal  principle  of  Income  Tax 
collection  jtt  the  source,  and  all  the  reasons  in 
support  of  that  principle  may  be  cited  against  it. 
There  is  no  reason  why  members  of  Co-operative 
Societies  should  be  an  exception  to  the  universal 
method  of  collection  applied  to  members  of  limited 
companies,  railways,  building  societies  and  other 
associations,  all  of  whom  might  make  the  like  objec- 
tion with  greater,  equal  or  less  force-  according  to 
the  incomes  of  their  respective  members.  It  is 
ridiculous  and  contrary  to  fact  to  consider  that 


because  a man  is  a member  of  a Co-operative  Society 
his  income  is  below  the  taxable  limit,  and  that  be- 
cause a man  is  a member  of  a limited  company  or 
building  society  he  has  an  income  above  such  limit. 
On  the  contrary  I respectfully  submit  that  the  shares 
of  limited  trading  companies,  such  as  I represent, 
comprise  a very  considerable  part  of  the  savings  of 
the  poor  and  middle  classes;  and  that  if  Co-operative 
Societies  are  to  be  free  from  taxation  at  the  source, 
because  some  of  their  members  may  have  non-taxable 
incomes,  then  there  is  no  valid  reason  why  limited 
companies  should  not  be  given  the  same  freedom, 
which  in  fact  is  a material  advantage,  as  it  means 
that  undistributed  profits  escape  taxation.  It  is  in 
my  judgment  not  the  fact  that  the  majority  of 
co-operative  members  have  incomes  below  the  limit 
of  assessment.  I myself  am  aware  of  contrary 
instances,  and  apart  from  this  I observe  that  the 
Union  societies  are  not  qualified  to  speak  of  the 
incomes  of  the  members  of  non-union  societies. 
Neither  can  they  speak  with  any  certain  knowledge 
even  of  union  members. 

I see  also  that  the  membership  of  the  Co-operative 
Union  societies  alone  was  1,944,427  in  1905,  but  that 
in  1917  the  membership  had  increased  to  3,835,376, 
which  again  increased  in  1918.  Moreover  any  person, 
rich  or  poor,  alien  or  British,  may  become  a member 
of  a Co-operative  Society,  and  it  is  the  declared  aim 
of  the  movement  to  unite  everybody  within  its  fold. 
The  whole  community  therefore  are  to  be  regarded  as 
potential  members,  and  it  is  not  true  to  describe 
these  societies  as  societies  composed  only  of  workiug 
men  or  of  the  poorer  classes.  On  the  contrary,  by 
reason  of  their  prices  and  other  causes,  they  are 
generally  unable  to  cater  for  and  do  not  include  the 
poorer  classes,  and  I have  before  me  publications  ad- 
mitting and  regretting  this. 

In  fact  therefore  the  adminstrative  convenience  lies 
in  bringing  them  within  the  general  rule,  as  it  is 
much  more  convenient  to  collect  tax  in  one  amount 
and  repay  any  excess  collected  than  it  is  to  peruse 
3,835,376  individual  returns  and  make  separate  assess- 
ments for  the  several  portions  of  the  tax  found  pay- 
able. Indeed,  administrative  convenience  in  fact 
never  did  have  anything  to  do  with  the  original 
enactment  of  this  exemption.  Had  it  done  so  the 
exemption  would,  I submit,  undoubtedly  have 
been  extended  to  other  bodies  (e.g.,  building 
societies)  and  also  to  Schedules  A and  B,  for  if 
the  members  of  the  societies  are  not  assessable 
to  tax  under  C and  D neither  can  they  be 
assessable  under  A and  B.  Hence  what  they  consider 
a positive  injustice  to  them  will  be  rectified  by  bring- 
ing them  within  the  general  method  of  collection.  In 
truth  this  second  objection  is  a mere  afterthought 
and  belated  argument  adduced  to  bolster  up  the  case 
for  the  co-operative  exemption,  just  as  the  first  objec- 
tion itself  is  likewise  mere  afterthought  founded  on 
a House  of  Lords  decision  of  1889,  and  mistakenly 
applied  by  the  Inland  Revenue  to  co-operative  divi- 
dends in  1901. 

Undistributed  profits  should  be  taxed. 

17,937.  (14)  Before  proceeding  to  the  first  objection 
I point  out  that  both  the  first  and  second  objections 
pass  over  without  mention  the  large  sums  which  each 
society  since  its  institution  has  retained  and  not  dis- 
tributed at  all  either  as  dividends  or  otherwise. 
Many  of  the  societies  are  of  long  standing,  and  it  is 
not  too  much  to  say  that  the  undistributed  profits, 
extending  in  some  cases  back  for  50  years,  together 
with  the  accumulated  income  therefrom,  represent  a 
large  portion  of  the  capital  assets  of  the  Oo-operative 
Societies  at  the  present  time.  Under  the  rules  of  the 
societies  these  undistributed  profits  are,  as  a general 
rule,  not  distributable  at  all,  rior  is  it  intended  that 
they  shall  be;  with  the  result  that  millions  of  capital 
have  now  accrued  to  the  societies  in  the  course  of 
years,  to  a great  part  of  which  no  existing  member 
has  contributed  even  a penny,  and  practically  the 
whole  of  which,  and  the  annually  recurring  income 
on  which  has  not  paid  and  does  not  pay  a penny  of 
Income  Tax.  I am  not  able  to  conceive  any  reason 
why  these  undistributed  profits  should  not  be  taxed. 
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These  undistributed  sums  generally  comprise,  at 
least,  the  following  items:  — 

(a)  an  annual  10  per  cent,  reduction  of  the  value 

of  the  fixed  stock ; 

(b)  an  annual  depreciation  allowance  on  shops, 

warehouses,  trade  buildings,  land,  houses 
and  dwellings; 

(c)  an  allocation  to  reserve  fund. 

The  effect  of  these  provisions  is  that  the  assets 
of  the  Co-operative  Societies  are  of  much  greater 
value  than  the  sums  at  which  their  value  is  stated  in 
their  accounts.  Owing  to  the  constitution  of  these 
societies,  every  member  on  death,  or  withdrawal,  or 
removal,  merely  receives  the  amount  of  In's  share  capi- 
tal or  other  amount  standing  to  his  credit.  He  does 
not  receive  or  get  any  payment  for  any  interest  he 
may  have  in  the  undistributed  profits  which  accrued 
while  he  was  a member;  and  the  result  therefore  in 
the  course  of  years  is  to  accumulate  (and  annually 
to  increase)  a large  corporate  fund  in  the  hands  of 
the  society  to  which  the  existing  members  have  no 
moral  claim  and  which,  with  its  income  may,  I sub- 
mit, be  taxed  without  hardship  to  anyone. 

1 respectfully  urge  upon  the  Commission  the  fullest 
consideration  of  this  paragraph  and  that  with  regard 
both  to  the  wholesale  and  retail  societies. 

First  objection:  profits  not  chargeable. 

17.938.  (15)  Turning  now  to  the  first  objection, 
namely : — 

That  the  co-operative  dividends  are  “ clearly 
not  profit  but  merely  a return  to  members  of  sums 
which  they  have  paid  for  their  own  goods  in  excess 
of  the  cost  price.” 

Non-members’  trade  is  chargeable  and  is  of  large 
extent. 

17.939.  (16)  I point  out  first  that  this  objection 
applies  and  is  expressed  to  apply  only  to  dealings  with 
members  and  profits  paid  to  members.  Dealings  with 
non-members  are  admitted  to  be  chargeable  (vicle  1965 
Committee’s  Report).  The  objection  therefore  limits 
itself  in  practice  to  the  extent  to  which  members  buy 
the  goods  of  their  own  society,  that  is  in  practice 
mainly  the  wholesale  and  retail  distributive  societies 
of  the  Co-operative  Union.  Where  a society  is  a pro- 
ductive society  and  therefore  aims  at  producing  for 
consumption  or  use  by  others,  its  transactions  must 
obviously  consist  ( vide  Inland  Revenue  memorandum, 
page  47,  Appendix  1905)  of  sales  to  non-members,  for 
otherwise  the  society  would  be  distributive  as  well  as 
productive. 

But  while  the  1905  Committee  rightly  held  and  the 
Co-operative  Union  rightly  admit  that  profit  on 
dealings  with  non-members  is  chargeable  they  are 
both  wrong  in  considering  such  profit  very  small  in 
amount. 

Their  errors  were  three:- — 

(a)  They  overlooked  the  societies  outside  the  Co- 
operative Union.  There  are,  I believe,  at  the  present 
time  more  than  2,500  of  such  societies,  and,  I believe, 
the  majority  of  them  are  “ productive  ” in  their 
nature  and  do  not  in  any  way  pretend  to  sell  to 
members  only.  It  is  notorious  that  during  the  war 
numerous  food-producing  societies  (e.g.,  agriculture 
and  fisheries)  have  been  formed.  These  societies 
obviously  are  not,  and  were  never  intended  to  be 
associations  of  consumers.  Here,  therefore,  would 
appear  to  be  a large  amount  of  non-members’  trade. 
The  Registrar-General  of  Friendly  Societies’  Report 
for  1917  gives  at  page  82  the  following  figures 
(amongst  others)  for  the  year  1916:  — 


— 

No.  of  Members. 

Annual  Sales  or 
Income  from 
Business. 

1,308  Agricultural  societies  .. 

158,917 

£ 

11,127,741 

58,247 

210,068 

142,855,041 

25,911 

419,597 

15  General  development 

5,472 

societies. 

£158,920,280 

For  fear  of  inaccuracy  I do  not  attempt  to  give 
the  profit  on  this  annual  trade,  because  it  is  not 
clearly  ascertainable  from  the  Report,  but  inasmuch 
as  all  these  societies  are  registered  under  the  Act, 
they  are  entitled  to  the  Income  Tax  exemption  men- 
tioned. The  foregoing  figures  do  not  include  the 
wholesale  and  retail  distributive  trading  societies  for 
the  year  1916.  Had  they  been  included,  the  total 
of  the  annual  sales  for  1916  would  have  been 
£351,822,129. 

(b)  They  overlooked  the  non-members’  trade  of  the 
“ productive  societies  ” and  “ supply  associations  ” 
given  above.  As  these  societies  are  “ productive,” 
obviously  the  bulk  of  their  trade  must  be  with  non- 
members, as  it  would  be  ridiculous,  for  instance,  to 
imagine  a boot  factory  producing  boots  for  itself 
alone.  The  profit  for  1917  of  these  societies  is  given 
as  £418,342. 

(c)  They  under-estimated  the  non-members’  trade 
of  the  wholesale  and  retail  societies  of  the  Co-opera- 
tive Union.  The  amount  of  sales  in,  and  dealings 
with,  non-jnembers  by  the  wholesale  societies  is  con- 
siderable. (The  Scottish  Wholesale  Society  alone 
shows  an  admitted  sale  to  non-members  for  the  half 
year  ending  December,  1918,  of  £1,105,705  14s.  3d.) 

The  non-members’  trade  of  the  retail  societies  is 
also  extensive,  for  instance,  the  sales  of  the  Plymouth 
society  to  non-members  during  the  half  year  ending 
March  1st,  1919,  amounted  to  over  £80,000.  Simi- 
larly, the  Leeds  society  sold  to  non-members  during 
the  half  year  ending  June  10th,  1919,  £70,346,  and 
other  societies  respectively  show  other  totals. 

Members’  trade  is  chargeable. 

17.940.  (17)  Turning  now  to  trade  with  members, 
I deal  directly  with  the  objection  made  and  meet  it 
by  a flat  and  absolute  denial,  and  I say  that  it  is 
wholly  and  directly  contrary  to  the  fact,  and  I prove 
this  by  the  audited  accounts  and  reports  and  official 
annual  returns  of  the  societies  themselves. 

I select  at  random  one  account  as  an  example  of  all, 
and  I take  the  half-yearly  accounts  of  the  Plymouth 
society  to  March  1st,  1919.  The  society  is  both  dis- 
tributive and  productive;  as  distributive  it  carries 
on  the  business  of  grocers,  drapers,  boot  and  shoe 
dealers,  butchers,  furniture  dealers,  hardware  dealers, 
tailors,  coal  merchants,  ironmongers,  earthenware 
dealers,  jewellers,  milliners,  flour  dealers,  restaurant 
proprietors,  milk  sellers,  oil  merchants,  greengrocers 
and  outfitters.  As  productive  it  has  factories  as 
follows : — -Baking,  boots  and  shoes,  flour  mill,  farms, 
market  garden,  saddlery,  firewood,  works  department, 
dressmaking,  millinery,  tailoring,  laundry,  window 
cleaning  and  a jam  factory.  It  has  selling  branches 
at  Plymouth,  Devonport,  Stonehouse,  Millbrook  and 
Torpoint.  Its  grocery  shops  number  34,  its  butchers’ 
shops  27,  its  boot  and  shoe  shops  8,  its  dairies  22, 
its  drapers’  shops  5,  its  furniture,  ironmongery, 
tailoring  and  coals  each  two  departments,  its  green- 
grocers’ shops  24,  its  bakers’  shops  13,  making  in  all, 
approximately,  141  departments  or  shops.  I empha- 
size particularly  (a)  the  different  nature  of  the  dif- 
ferent businesses ; (b)  their  great  number ; (c)  their 
distribution  over  a wide  area,  though  other  societies 
have  branches  much  more  widely  scattered  ; (d)  the 
numerous  and  widely  differing  articles  dealt  in. 

17.941.  The  accounts  show  separately  the  profits  on 
each  of  the  various  shops  and  businesses.  The  total 
profit  from  all  businesses  was  £85,978  17s.  9d.  This 
was  earned  in  different  proportions  by  the  different 
businesses ; the  34  grocery  shops,  for  instance,  earned 
in  different  proportions  £23,739  10s.  5d.,  and  the 
accounts  show  that  while  the  grocery  order  depart- 
ment made  a loss  of  £100  10s.  7d.  the  individual  shops 
respectively  made  different  sums  as  profits,  and  the 
given  rates  of  profit  per  £ sales  at  each  individual 
grocery  shop  vary  from  8d.  to  Is.  lid.  in  the  £.  The 
shops  also  being  situate  in  different  localities  the 
customers  of  the  different  shops  are  not  the  same  (as 
indeed  would  be  impossible  under  the  food  control 
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so  far  as  concerns  registered  customers).  The  27 
butchers’  shops  likewise  show  different  sums  and 
different  rates  of  profit,  and  similar  remarks  apply  to 
the  other  businesses  and  shops  of  the  society,  except 
that  the  following  departments  show  the  following 
losses  on  trading : — 


Grocery  order  department 
Devonport  prices  daily  (rounds) 
Peverell  greengrocery  shop 
Cattledown  Road  do. 

Laira  do 

Whympstone  House 
Valletort  Place  and  Notte  Street 
kitchens 


£ s.  d. 
100  10  7 
172  9 9 
3 18  5 
18  14  7 
21  14  7 
232  8 3 

168  7 8 


17.942.  The  aggregate  sales  receipts  from  all  trades 
appear  in  the  general  trade  accounts  as  £98U,2i.j 
6s.  5d.,  and  the  net  balance  of  the  trade  account  is 
carried  to  profit  and  loss.  The  profit  and  loss 
account  includes  the  trade  profit  plus  certain  add: 
tions  arising  from  insurance  commission  and  inves' 
rnents,  and  a net  disposable  profit  for  the  half  yen 
is  shown  of  £82,197  3s.  7d.  £4,109  odd  of  this  is 
placed  to  reserve  fund  and  education,  certain  other 
deductions  are  made,  and  a sum  of  £77,962  10s.  is 
distributed  by  way  of  dividend  on  members’  pui- 
chases  at  a uniform  rate  of  Is.  9d.  in  the  £.  It  wiL 
be  noticed  that  this  £77,962  10s.  represents  the  aggre 
gate  profit  of  the  society  from  every  source  for  the 
half  year,  and  that  there  is  absolutely  no  differenc 
in  the  method  of  acquisition  of  these  profits  betwee. 
the  Co-operative  Society  and  a limited  company. 

All  the  purchasing  members  of  every  business  ol 
the  society  and  at  every  shop  wherever  situate 
received  this  Is.  9d.  dividend  for  the  half  year,  irre- 
spective of  and  notwithstanding  the  facts : — 

(a)  that  the  grocery  or  other  customer  may  not 

have  been  a customer  during  the  whole  of 
the  half  year  or  for  more  than  one  article 
or  at  more  than  one  shop  or  in  more  than 
one  business  (nor  is  it  likely  that  a Devon- 
port customer  would  have  gone  to 
Plymouth  for  supplies  obtainable  at 
Devonport) ; 

( b ) that  the  shop  or  business  at  which  the  cus- 

tomer bought  actually  made  a loss  on 
trading  in  some  seven  instances ; 

(c)  that  the  article  bought  by  the  customer  may 

have  been  actually  bought  at  less  than  its 
cost  price;  an  occurrence  which  within  my 
own  personal  knowledge  not  infrequently 
happened  during  the  food  control; 

(d)  that  the  rate  of  profit  on  the  customers 

trading  was  frequently  considerably  less 
than  Is.  9d.  in  the  £,  as  is  shown  by  the 
said  accounts  varying  from  ljd.  in  the  £ 
at  Patna  Place  greengrocery  to  4s.  7^d. 
in  the  £ on  the  Plymouth  drapery  depart- 
ment. 

17,943.  I accept  in  the  fullest  manner  the  co-opera- 
tive statement  (page  62  of  1905  Appendix)  that  “ It 
has  always  been  understood  and  also  carried  out  in 
practice  that  the  object  of  the  Income  Tax  is  to 
charge  the  income  of  each  individual  citizen,”  &c., 
and  the  same  is  confirmed  by  the  Inland  Revenue 
memorandum  (page  45,  Appendix,  1905).  Accepting 
this  statement,  is  it  not  clear  that  the  Is.  9d.  divi- 
dend is  not  in  any  sense  a return  to  the  individual 
member  “ of  a sum  which  he  has  paid  for  his  own 
goods  in  excess  of  the  cost  price  ” (as  stated  by  the 
1905  Committee)? 

Surely  such  a statement  is  not  only  wrong,  but 
it  is  obvious  that  it  must  be  wrong,  for  the  cost  price 
and  cost  of  distribution  varies  in  every  business  and 
in  every  locality  (even  if  only  by  reaBon  of 
the  different  freights),  and  in  every  business 
the  cost  prices  and  cost  of  distribution  and 
rates  or  profits  vary  on  each  and  every  article, 
and  this  particularly  was  so  during  the  food  control, 
when  within  my  own  knowledge  various  articles  of 
food  were  sold  at  an  actual  loss;  and  yet  it  seems 
to  be  seriously  asserted  that  the  buyer  of  goods  sold 
to  him  by  the  society  at  a loss  to  them  receives  back 
as  dividend  the  non-existent  excess  over  their  cost 
which  he  did  not  pay,  and  that  although  those  goods 


may  have  been  the  only  goods  bought  by  him.  What 
in  actual  fact  the  purchaser  does  receive  is  a portion 
of  a periodical  (in  this  case  half-yearly)  dividend 
arising  out  of  the  aggregate  profits  and  receipts  of 
the  society  from  the  numerous  different  businesses 
of  the  society  and  the  widespread  shops  and  estab- 
lishments where  the  same  are  carried  on,  plus  the 
inoome  and  profits  arising  from  its  investments  and 
occupations  of  all  kinds.  If  the  objection  now  in 
question  were  well-founded  in  fact,  how  remarkable 
and  extraordinary  a thing  would  it  be  that  everyone 
of  the  buyers  of  the  £980,243  worth  of  goods  sold  by 
the  Plymouth  society  had  uniformly  paid  one  and 
the  same  rate  of  excess  in  the  £ on  the  cost  of  their 
respective  purchases,  and  how  profitable  for  instance 
for  the  member  in  February,  1919,  to  have  bought 
canned  salmon  at  a price  much  below  cost  (pursuant 
to  the  Food  Controller’s  order)  and  receive  a divi- 
dend upon  the  purchase  in  March. 

Whether  the  dividend  be  treated  for  the  business 
as  a whole  (as  I have  treated  it  above)  or  dis- 
tributive^ in  respect  of  any  particular  business 
or  individual  shop  the  same  result  invariably  appears, 
for  the  cost  and  profit  and  expens'es  on  every  kind  of 
goods  vary  with  the  trade  and  locality ; and  how 
may  it  be  said  that  the  profit  on  (say)  tea  may  be 
returned  to  (say)  the  buyer  of  margarine  as  an 
overpayment  by  him  for  margarine  purchased  below 
cost. 

17,944.  Turning  now  to  the  large  wholesale  trans- 
actions, corresponding  remarks  apply  to  the  case 
of  the  large  profits  and  dividends  which  have  been 
paid  by  the  wholesale  societies  to  the  retail  societies 
who  (apart  from  certain  employees)  form  their  only 
members. 

I produce  the  Co-operative  Wholesale  Society’s 
annual  report  for  the  year  1918^  and  I direct  atten- 
tion to  the  great  number  of  the  businesses  of  these 
societies,  their  British  and  foreign  businesses  and 
their  numerous  factories : and  I respectfully  point 
out  that  in  addition  to  being  importers,  manufac- 
turers and  dealers  in  commodities  of  almost  every 
kind,  they  carry  on  the  business  of  baking,  in- 
surance, milling,  engineering,  mining,  shipowners, 
wharfingers,  farmers,  carriers,  cutlers,  blenders,  tin- 
plate workers,  fellmongers,  seedcrushers,  printers, 
publishers,  architects,  book  binders,  box  makers, 
lithographers,  and  all  -the  other  numerous  businesses 
set  out  in  the  work  referred  to.  I call  attention 
to  their  balance  sheet  set  out  in  the  book  showing 
their  enormous  investments,  reserve  funds,  etc.,  and 
again  I respectfully  urge  and  insist  that  the  fund 
which  the  wholesale  societies  distribute  by  way  of 
dividends  is  in  its  turn  the  composite  aggregate  of  all 
the  profits  arising  from  all  its  innumerable  activities 
and  the  income  of  its  enormous  investments.  And 
yet  here  also  it  is  asserted  that  the  dividend  paid  is 
merely  a return  to  the  retail  society  of  a sum  which 
they  paid  for  their  own  goods  in  excess  of  the  cost 
price,  as  if  forsooth,  the  income  derived  by  the 
wholesale  societies  from  their  enormous  investments 
and  the  profits  of  businesses,  of  whicn  the  retail 
society  bought  nothing  (and  which  are  often  es- 
tablished long  before  the  retail  society  was  formed) 
were  returns  to  the  retail  society  of  an  excess  cost 
price  paid  by  it  for  something  it  never  bought. 

The  effect  to  the  Revenue  is  that  as  to  the  retail 
society  tax  is  lost  on  the  retail  profit,  and  as  to  the 
wholesale  society  tax  is  lost  or;  the  wholesale  and 
manufacturing  or  importing  profit  in  addition.  If 
foreign  countries  insist  upon  the  societies  paying  tax 
in  respect  of  their  foreign  businesses,  the  curious 
spectacle  is  presented  of  societies  supporting  foreign 
nations  and  objecting  to  support  their  own  country. 
The  consideration  of  the  foregoing  will,  I think, 
substantiate  that  the  co-operative  dividend  is  not  a 
return  to  any  member  of  a sum  paid  by  him  for  his 
own  goods  in  excess  of  *he  cost  price  and  that  the 
conclusion  of  the  1905  Committee  in  this  respect  was 
erroneous. 


Misconceptions. 

17,945.  (18)  As  I understand  I shall  have  the 
pleasure  of  an  audience  before  the  Commission,  I 
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strive  to  be  brief,  but  the  matter  is  of  such  im- 
portance and  subject  to  such  widespread  misconcep- 
tions that  I beg  to  be  allowed  to  dispel  the  more 
important. 

Distribution  at  cost  is  not  attempted. 

17,946.  (u)  And  first  I remark  that  with  regard  to 
the  Co-operative  Societies  now  in  question  it  is  di- 
rectly contrary  to  the  fact  to  suggest  that  the  idea  of 
co-operation  of  course  is  “ that  certain  persons  shall 
join  together  for  the  purpose  of  purchasing  at  cost 
price  and  distributing  to  the  members  the  goods  at 
the  cost  price  plus  the  cost  of  distribution.”  (Ques- 
tion 2709,  by  Lord  Ritchie,  Appendix  to  1905 
Committee  Report.)  This  statement  is  wholly 
imaginary,  and  has  at  the  present  day  no  relation 
to  fact.  I cannot  find  any  such  agreement,  and  1 
have  sought  in  vain  to  know  wfyen,  and  between 
whom,  such  contract  was  made  and  what  were  its 
terms,  and  how  such  contract  if  made  provided  for 
the  return  of  a (non-existent)  excess  price  on  goods 
sold  at  a loss,  or  for  the  distribution  of  the  profit 
and  income  of  enormous  outside  investments  and 
oxtraneous  businesses,  and  for  ascertaining  the  pre- 
cise excess  returnable  to  the  individual  contractors 
on  the  individual  articles  bought  by  them.  Nor  can 
I see  what  application  such  fictitious  and  imaginary 
contract  has  to  the  actual  facts  concerning  tin- 
co-operative  trade. 

Inland  Revenue  legal  error  (1901),  that  dividends 
are  not  profits. 

17,947  (b)  Secondly,  I refer  to  the  remarkable 
error  made  by  the  Inland  Revenue  in  June,  1901, 
when  it  expressed  the  following  opinion:  “In  the 
case  of  a Co-operative  Society  in  the  strict  sense  of 
the  term,  which  sells  goods  only  to  its  own  members 
and  returns  any  surplus  of  receipts  over  expendi- 
ture to  the  members  in  proportion  to  their  respective- 
purchases,  the  Board  consider  that  it  would  be  in- 
consistent with  the  decision  of  the  House  of  Lords 
in  the  case  of  the  New  York  Life  Insurance  Society 
v.  Styles  to  hold  that  the  proportion  of  purchase 
money  so  returned  constitutes  a profit  chargeable 
with  Income  Tax;  but  any  sums  paid  by  way  of 
interest  or  dividend  on  share  capital  would  be  charge- 
able, and  in  the  case  of  a society  which  deals  with 
non-members  any  portion  of  a dividend  attributable 
to  the  profit  derived  from  the  sale  of  goods  to  persons 
who  are  not  members  would  also  be  chargeable. 

This  opinion  contains  the  following  erroneous  as- 
sumptions : — 

(1)  that  there  are  societies  who  sell  to  members 

only  (a  statement  substantially  untrue) ; 

(2)  that  the  dividend  paid  on  purchases  is  a 

“ proportion  of  purchase  money  re- 
turned,” an  assumption  which  I have 
urged  is  not  the  fact ; 

(3)  that  the  sale  of  goods  is  the  only  occupation 

of  the  society  dealing  with'  members  only, 
and  that  the  receipts  from  such  sales  alone 
constitute  its  profit,  assumptions  which 
are  not  accurate; 

(4)  that  the  case  of  New  York  Life  Insurance 

Society  v.  Styles  applies  to  the  question, 
an  assumption  wholly  wrong  for  the 
reasons  hereafter  given  ; and 

(5)  that  therefore  the  dividend  paid  by  Co-opera- 

tive Societies  to  members  or  non-members 
is  not  a profit  chargeable  with  Income  Tax 
in  the  hands  of  the  members. 

17,948.  I have  endeavoured  to  show  above  that  as 
regards  each  purchaser  the  dividend  paid  to  him  by 
societies  on  his  purchases  is  not  a return  of  a portion 
of  the  purchase  money  paid  by  him,  but  on  the 
contrary  is  a share  of  the  surpluses  or  profits  de- 
rived by  the  society  from  all  its  numerous  trades  or 
businesses,  from  its  investments  and  property  and 
from  dividends  on  purchases  or  otherwise  received 
by  the  society  from  other  Co-operative  Societies.  I 
have  shown  that  even  (as  is  not  infrequently  the 
fact)  if  iho  price  paid  for  the  customer’s  purchases 


were  below  the  cost  to  the  society,  and  even  if  an 
actual  loss  is  made  by  the  society  on  the  individual 
customer’s  trade,  that  customer  gets  the  dividend 
notwithstanding,  from  the  profits  of  the  other 
branches  and  businesses  of  the  society,  and  with 
deference  I assume  that  I have  substantiated  that 
the  second  and  third  assumptions  named  were 
erroneous. 

17,949.  With  regard  to  the  fourth  assumption,  the 
decision  of  New  York  Life  Assurance  v.  Styles  related 
to  the  case  of  a mutual  insurance  society,  in  which 
all  the  policyholders  ipso  facto  constituted  the  mem- 
bers, and  the  only  members,  and  there  was  but  one 
subject-matter,  namely,  the  insured  risk,  which  was 
but  one  risk  alone  common  to  all  the  members;  the 
decision  was  that  in  these  circumstances  where  the 
members  paid  in  advance  premiums  of  an  estimated 
amount  required  to  cover  the  risks  for  the  year  and 
the  necessary  expenses  of  the  oompany,  any  surplus 
of  such'  premiums  returned  to  members  was  not  in- 
come but  a “ saved  expense.”  In  this  case  there 
was  but  one  business,  namely  insurance;  there  was 
but  one  risk,  namely  death;  the  members  were  co- 
incident with  the  oompany  and  each  member  was 
equally  interested  with  each  of  the  others.  Para- 
phrasing the  case  in  co-operative  terms,  it  is  exactly 
as  if  a Co-operative  Society  were  formed  for  the  sole 
and  only  purpose  of  buying  sugar  (or  some  other 
single  divisible  commodity)  and  of  dividing  up  the 
same  equally  between  its  members  and  r;o  others, 
the  sole  fund  for  buying  the  sugar  being  an  advanced 
sum  equally  contributed  by  the  members  and  no  others 
and  the  excess  of  which  is  returned  to  them.  The 
parallel  is  exact,  and  I submit  completely  disposes 
of  the  suggested  application  of  the  ease  to  Co-opera- 
tive Societies,  as  no  such  society  exists  and  no  such 
transaction  ever  in  fact  takes  or  has  taken  place. 
TWe  decision  could  only  apply  if  at  all  to  Co-opera- 
tive Societies  if  the  Insurance  Company  had  carried 
on  numerous  other  businesses  with  large  investments 
and  traded  with  numerous  other  persons  in  all  its 
businesses,  in  which  circumstances  the  case  of  Last 
v.  London  Assurance  Company  (10  A.C.,  page  438) 
shows  that  the  House  of  Lords  would  have  come  to 
exactly  the  opposite  conclusion. 

17.950.  That  the  fifth  assumption  was  erroneous 
appears  I submit  from  what  I have  already  said  and 
from  the  dicta  of  the  judges  in  the  decision  already 
mentioned  and  in  the  other  decisions  therein  cited. 
“ Profit  is  the  excess  of  receipts  over  expenditure.” 
The  fact  that  “ this  surplus  is  to  be  applied  in  any 
particular  way  does  not  make  it  cease  to  be  profit  ” 
(Last  v.  London  Assurance  Co..  10  A.C.,  page  438). 
In  Mersey  Docks  v.  Lucas  (8  A.C.,  page  891,  903.  904, 
905  and  912)  the  word  “ profits  ” is  defined  as  mean- 
ing the  incomings  of  th'e  concern  after  deducting 
the  expenses  of  earning  them  : “ the  gains  of  a trade 
are  what  is  gained  by  the  trading  for  whatever  pur- 
pose it  is  used.”  Applying  these  definitions  is  it 
not  clear  that  the  composite  funds  from  which 
dividends  on  purchases  are  paid  are  trade  profits  in 
the  clearest  and  most  ordinary  sense  of  the  word  ? 

Buyer  and  seller  are  not  identical. 

17.951.  (c)  I beg  leave,  thirdly,  to  refer  to  the 
statement  in  Income  Tax  Practice,  page  147,  by 
W.  E.  Smelling,  of  the  Inland  Revenue,  and  repeated 
bv  the  Co-operative  Societies  in  their  pamphlets  on 
this  subject,  that  “ there  is  no  liability  to  Income 
Tax  in  respect  of  any  surplus  realized.  The  principle 
underlying  this  is  that  there  must  be  two  parties  to 
a trading  transaction.  When  the  buyer  and  the 
seller  are  identical  there  is  no  trading,  and  any  so- 
called  surplus  is  not  th'e  profit  of  the  trade.”  This 
passage  differs  from  the  Departmental  Committee’s 
Report,  but  so  far  as  intelligible  is  directly  contrary 
to  the  fact,  as  it  loses  sight  of  the  cardinal  fact  that 
the  Co-operative  Society  is  ain  independent  legal 
entity  and  the  exclusive  owner  of  the  business  and 
its  assets,  and  that  the  sale  and  purchase  of  goods 
is  an  independent  .and  valid  sal©  by  the  corporation 
to  the  member.  It  might  almost  as  well  lie  argued 
that  on  a stale  by  a limited  company  to  a shareholder 
the  parties  were  identical,  and  if  the  argument  were 
legally  true  no  debt  would  be  created  and  the  society 
could  not  recover  its  money. 
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Societies  would  not  trade  without  profit. 

17,952.  (d)  I hesitate  to  dignify  by  notice  many 
of  the  unfounded  arguments  by  which  this  exemp- 
tion is  supported,  but  at  the  risk  of  being  tedious 
I venture  to  refer  to  two  more  of  them,  and  fourthly 
I r®fer  to  the  statement  by  the  Deputy  Chairman 
of  the  Board  of  Inland  Revenue,  at  page  48  of  the 
Appendix  to  the  1905  Report:  that  “ if  the  societies 
instead  of  charging  (as  they  do)  something  like 
ordinary  retail  prices,  and  distributing  the  savings 
in  the  form  of  ‘ dividend,’  were  to  reduce  their  prices 
so  that  their  takings  just  balanced  their  outgoings. 
There  would  then  he  no  profit  which  could  possibly 
be  assessed.”  This  statement  shows  a non-acquaint- 
ance with  trade  and  co-operative  accounts,  but  the 
meaning  is  intelligible  and  the  answer  is  that  the 
suggested  reduction  in  price  by  the  Co-operative 
Societies  is  quite  impracticable  as  a business  proposi- 
tion, but  that  if  it  did  occur  the  reduction  would  at 
the  present  day  be  a remarkable  public  benefit 
and  reimburse  the  public  (or  some  of  them)  for  the 
undue  share  of  taxation  they  now  pay  by  reason 
of  the  co-operative  exemption. 

Dividend  is  not . a discount. 

17.953.  (e)  Fifthly,  I refer  to  the  co-operative 
statement  (page  64  of  Appendix  to  1905  Report)  that 
the  dividend  is  really  a rebate  or  discount  allowed  in 
proportion  to  purchases.  This  is  another  form  of 
the  statement  that  the  dividend  is  a return  to  the 
customer  of  an  excess  payment  by  him,  since  a 
discount  is  always  a deduction  from  the  account  of 
the  customer,  and  with  that  statement  I have  already 
dealt.  The  matter  is  however  conclusivelv  settled 
against  the  societies  by  the  terms  of  the 'Statutes 
and  the  societies’  rules,  all  of  which  declare  the  money 
as  profits  and  provide  for  its  application  and  dis- 
posal, and  by  the  actual  fact  that  the  money  is  in 
positive  truth,  profits  and  income  derived  from  the 
numerous  sources  before  mentioned. 

Profits  from  services  should  be  taxed. 

17.954.  (19)  The  foregoing  remarks  apply  particu- 
larly to  sales  of  goods,  but  the  argument  seems 
stronger  where  the  societies  earn  money,  as  they 
largely  do,  for  services  rendered,  where  it  has  never 
been  suggested  that  they  should  work  for  nothing 
17*  *he  s™  earned  are  not  profits  pure  and 
simple  after  deduction  of  the  expense  of  earning  the 
same,  eg.,  printing,  building,  engineering  and 
electncal  work,  carting,  insurance,  banking.  If  the 
sums  so  earned  by  the  societies  are  to  be  free  of  tax 
it  seems  difficult  to  see  why  the  employees  who  do  the 
work  have  to  pay  tax  on  their  salaries  where  they 
are  not  below  the  exemption  limit. 

Schedule  C. 

17,958 - (20)  With  regard  to  tax  under  Schedule  C 
the  societies  also  escape  tax  under  this  Schedule  on 
then-  public  investments  of  which  the  English  Whole- 
sale Society  alone  possessed  £4,370,844  odd  at 
December  23rd  1916,  and  investments  of  considerable 
bv  the16!!  Unde,r8,taild  invested  in  the  public  funds 
oy  the  other  wholesale  societies  and  by  the  retail 
societies  of  the  three  Kingdoms  taken  collectively 
The  exemption  under  Schedule  O seems  continuously 
to  have  escaped  attention  and  discussion,  but  I 
earnestly  submit  that  there  can  be  no  possible  justifi- 
cation why  the  income  of  these  enormous  sums  should 
escape  Income  Tax  and  that  especially  at  a time  when 

at  aTi^b  lnC0,me,(such  as  is  ‘his  income)  is  now  taxed 
at  a higher  rate  than  earned.  The  investments  of  the 

rrrx  e p h,c  iindf ammmt  to 

C but  tbfe  a pres*y -t0  them  as  being  in  Schedule 
O,  but  the  aggregate  investments  of  the  societies  in 

ScheeduirTIeS'  the  inC°me,0f  "hich  u“de“ 

Schedule  D,  are  many  millions  greater.  X draw 
crfvedT  tlS°  t0i,tht®  en0rmms  Merest  annually  re- 
uaae  of  d hu-C0  6 soc‘eties  from  loans  on  mort- 
thfm  an, l‘ng  ST"’  *C'’  by  their  members  to 
tobd  mrf*  "S  bf,  one  soclety  to  another,  and  I 
pomt  out  ,n  passing  that  though  this  interest  escapes 


tax  the  1,800  building  societies  of  the  Kingdom  which 
lend  money  for  the  same  purposes  are  subject  to 
income  taxation. 

Income  from  investments  and  loans  should  be  taxed. 

17,956.  (21)  Finally,  I remark  that  even  if  it  were 
true  (as  it  is  not,  but  was  wrongly  thought  by  the 
1905  Committee  and  the  Deputy  Chairman  of  the 
Board  of  Inland  Revenue,  page  47  of  1905  Appendix) 
that  Co-operative  Societies  do  not  make  profit  and 
“ are  not  primarily  associations  trading  for  profit 
in  the  ordinary  sense  of  the  word  ” ; then  Co-operative 
Societies  as  non-profit-making  associations  should  be 
subject  to  the  payment  of  Corporation  Duty  like 
other  non-profit-making  associations;  but  at  present 
they  escape  both  Corporation  Duty  and  Schedule  C 
and  D Income  Tax  and  receive  for  nothing  their  very 
existence,  their  liberty  to  trade  and  all  the  enormous 
benefits  they  have  feceived  in  the  past  from  incorpora- 
tion ( vide  Holyoake,  History  of  Co-operation).  I call 
attention  also  to  the  large  and  continually  increasing 
volume  of  trade  done  by  trading  associations  regis- 
tered under  the  Industrial  and  Provident  Societies’ 
Acts,  with  its  consequent  diminution  of  the  taxable 
area  of  the  country,  and  the  great  loss  of  tax  to  he 
apprehended  from  its  extension ; and  I respectfully 
urge  that  the  Industrial  and  Provident  Societies’  Acts, 
in  their  Income  Tax  exemption,  form  a very 
formidable  gap  in  the  tax  defences  of  the  United 
Kingdom. 

[This  concludes  the  cvidencc-in-chief.'] 

17.957.  Chairman:  Mr.  Cahill,  you  have  a formid- 
able lot  of  books  before  you?— That  is  only  in  case 
you  should  question  any  of  my  statements;  I want 
to  have  them  so  that  I can  show  them  to  you. 

17.958.  We  have  your  paper.  You  will  now  submit 
yourself  to  the  examination  of  the  Commissioners, 
aIldLuthen’  118  y0U  re9uested)  if  there  is  anything 
at  the  end  of  your  examination  that  is  new,  it  will 
be  quite  permissible  for  you  to  make  a further  state- 
ment. You  will  have  the  pleasure  of  being  examined 
by  Dr.  Stamp  first?— Thank  you,  my  lord 

17.959.  Dr.  Stamp : Your  paper,  in  the  main,  rests 
upon  the  two  contentions  which  are  stated  in  para- 
graph 3,  and  also  restated  in  various  parts  You 
refer  to  errors  that  have  run  through  the  previous 
consideration  of  this  subject— first  the  error  that  the 
dividends  paid  by  the  societies  have  not  been  re- 
garded as  profits,  and  then  again  the  error  that  even 
it  they  were  regarded  as  profits,  nothing  would  be 
finally  paid  on  them  because  of  the  exemption  of  the 
members.  You  go  on  to  say  that  you  “strongly 
submit  that  for  the  reasons  hereafter  given  these 
statements  are  contrary  to  fact  and  law.”  Then  in 
the  first  part  of  paragraph  13,  you  develop  the  second 
ot  those  points.  I would  like  to  take  the  second  first, 
if  you  would  not  mind.  You  say:  “ It  is,  in  my 
judgment,  not  the  fact  that  the  majority  .of  co- 
operative members  have  incomes  below  the  limit  of 
assessment  ” Will  you  tell  us  what  was  in  your 

mind  as  to  the  limit  of  assessment  there3 The 

present  limit. 

£13C)960'  What  i0  y<>tl  r6gard  38  the  Prcsan*  limit?— 

• IW?'  ,Tbat.  “ tbe  limit  of  oxemption  for  an 
l^rV.  14  a°*?-At  the  momentf  yes. 
j 6C'-,X  ’ ,?ourse’  there  aro  allowances  for  wife 

and  children.  You  agree  that  the  average  co- 
operative member  is  a householder-a  working  man 
with  a wife  and  two  or  three  children?— I thonld 
not  agree  with  that  at  the  present  day.  I think 
it  probably  was  so  in  the  past,  and  it  might  have 
17  0°  m and  abou*;  that  time. 

I™™?'  Tfriam  «more  interested  in  the  present 
moment.  The  Commissioners  regard  it  as  very 
important  that  we  should  get  what  your  idea  on  this 
S?rrC?-ru.  P°!nt  1S'  We  know  that  the  effective  limit 
+L  lia«Tony  ls’.on  the  average,  very  much  higher 
than  £180,  owing  to  these  allowances  for  wife  and 
CronnenT  lfc  13  Probably  the  neighbourhood  of 
£~UU.  I ask  you  to  take  the  average  household  as 
consisting  of  a husband  and  wife  and' two  and  a half 
children,  or  thereabouts.  If  you  are  going  to  take  the 
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limit  of  efFectivo  liability  in  the  region  of  £200,  or 
a little  over,  perhaps,  do  you  still  hold  to  the  point 
that  the  majority  of  co-operative  members  have 
incomes  above  that? — I should  hardly  say  the 
majority,  in  that  case;  I should  feel  inclined  to  say 
about  half. 

17.964.  You  think  that  50  per  cent,  of  the  members 
would  have  incomes  over  £4  a week? — About  £4  a 
week,  I think. 

17.965.  At  the  present  moment? — Yes,  I think  so. 

17.966.  On  what  do  you  rest  that? — I rest  that 
upon  the  co-operators  whom  I have  met,  and 
practically  nothing  else. 

17.967.  Would  you  say  that  the  co-operative 
members  are  a fair  sample,  taken  right  through,  of 
the  working  classes? — So  far  as  I have  met  the 
co-operators,  co-operative  trading  has  not  been 
exclusively  working  class,  neither  has  it  aimed  at  the 
working  classes.  I have  friends,  and  I have  one  in 
particular,  who  is  high  in  the  Customs,  at  present, 
who  has  been  a member  of  Co-operative  Societies  for 
years ; and  we  all  go  to  the  co-operatives  for  anything 
that  they  may  soli  that  is  pleasing  to  us. 

17.968.  I think  we  all  of  us  know,  we  will  say, 
members  of  the  lower  middle  class,  if  you  like;  some 
of  us  may  even  know  Super-tax  payers,  who  are 
members  of  Co-operative  Societies;  but,  after  all, 
one  swallow  does  not  make  a summer.  The  wage- 
earning classes  are  so  enormously  preponderant  in 
the  population,  are  they  not,  that  even  those  cases 
you  speak  of  would  only  form  a small  proportion 
of  the  total  membership  ? — The  cases  that  I have  in 
mind  would  only  form  a small  proportion,  un- 
doubtedly. 

17.969.  The  members  of  the  Co-operative  Societies 
would  not  be  a fair  sample  of  the  community  as  a 
whole,  would  they?  They  would  not  have  their  pro- 
portion of  Super-tax  payers  among  them;  they  would 
be  rather  lower  in  the  matter  of  income  than  a 
sample  of  the  whole  community? — I think  that  is  so. 

17.970.  But  you  think  they  are  not  a sample  of 
the  wage-earners  only? — I should  say  that  your  ex- 
pression just  now,  the  lower  middle  class  and  middle 
class,  would  about  hit  it.  They  do  not  comprise  the 
top,  and  they  do  not  comprise  the  bottom. 

17.971.  The  whole  number  of  Income  Tax  payers 
over  £160,  in  proportion  to  people  with  less  than 
£160,  is  about  one  in  nine,  or  one  in  ten,  so  that 
when  we  are  talking  of  an  average  section  of  the 
whole  population,  you  are  undoubtedly  very  low 
down  in  the  lower  middle  class  and  the  working 
classes.  What  we  want  to  get  at  is  whether  you 
have  any  facts  to  give  us  in  support  of  your  esti- 
mate of  50  per  cent.  What  are  the  impressions  in 
your  mind  as  to  the  sample? — 1 should  say  the  lower 
middle  class,  to  put  it  that  way ; at  this  time  the 
incomes  of  those  people  would  range,  I imagine, 
from  £180  to  £250  or  £260. 

17.972.  Would  you  think  three  million  people  have 
incomes  between  those  limits  at  the  present  time1’ — 
I should  say  not. 

17.973.  What  is  the  average  wage  of  the  working 
classes  at  the  present  time? — I should  say  about 
£3  10s.  to  £4  a week. 

17.974.  So  that  the  average  wage  is  rather  lelow 
the  limit  of  effective  liability? — Taking  it  from  you, 
yes. 

17.975.  We  are  very  anxious,  if  we  cannot  get 
facts,  to  see  how  close  we  can  get  to  the  facts  as 
to  the  proportion  of  members  that  are  liable,  be- 
cause it  is  rather  vital  for  the  consideration  of  the 
whole  matter? — What  I am  complaining  about  here 
is  that  there  is  a difference  between  a member  of  a 
Co-operative  Society  and  an  investor  in  a limited 
company. 

17.976.  I am  coming  to  that  in  a minute.  I want 
you  to  confine  yourself  for  a moment  to  your  state- 
ment that  you  disagree  with  the  expressed  view  that 
the  immense  majority  of  the  members  of  Co-operative 
Societies  have  incomes  below  the  effective  taxable 
limit? — That  is  so. 

17.977.  I want  to  refer  to  your  paragraph  13, 
where  you  say  that  in  your  judgment  that  is  not  the 


fact,  and  I want  to  find  what  that  rests  on,  and 
whether  you  have  any  kind  of  evidence  to  support 
it? — I cannot  give  you  any  facts  in  support  of  that, 
except  my  own  opinion. 

17.978.  You  know  that  the  Co-operative  Societies 
hold  the  view  that  probably  90  per  cent,  of  their 
members  are  below  the  effective  taxable  limit? — I 
know  they  do. 

17.979.  You  think  that  is  wrong? — I do. 

17.980.  But  you  have  nothing  except  your  own 
personal  judgment  to  put  against  it? — Exactly. 

17.981.  You  have  no  figures  at  all  to  put  before 
us? — I am  sorry,  I have  not. 

17.982.  Supposing,  for  the  moment,  that  there  is 
a certain  unknown  proportion  that  are  below  the 
effective  taxable  limit;  now  consider  tbe  proportion 
that  are  above  the  effective  limit.  They  are  taxable 
at  various  rates,  are  they  not,  beginning  at  2s.  3d., 
3s.,  and  so  on? — Quite. 

17.983.  And  very  few,  almost  a negligible  number, 
are  taxable  at  6s.? — I should  imagine  that  is  so. 

17.984.  So  that  if  one  comes  down  to  what  the  taxes 
to  be  taken  from  them  would  be  on  their  individual 
dividends,  supposing  they  were  to  be  taxable,  you 
would  have  a very  large  part  of  them  not  taxable 
at  all,  and  the  remaining  part  taxable  at  rates  far 
lower  than  6s.? — Exactly  the  same  thing  would  apply 
to  shareholders  in  the  limited  companies  which  I 
represent. 

17.985.  I am  coming  to  those  in  a moment.  Now 
let  us  take  the  comparison  that  you  have  given  us 
of  a limited  company,  in  paragraph  17.  You  say : 
“ It  will  be  noticed  that  this  £77,962  represents  the 
aggregate  profit  of  the  society  from  every  source  for 
the  half  year,  and  that  there  is  absolutely  no  differ- 
ence in  the  method  of  acquisition  of  these  profits 
between  the  Co-operative  Society  and  a limited  com- 
pany.” Now  Income  Tax  is,  really,  a personal  tax, 
is  it  not,  in  the  last  resort? — Quite. 

17.986.  Therefore  our  concern  is  in  regard  to  the 
personal  receipt,  rather  than  the  way  in  which  the 
profits  are  made  by  the  business? — Yes. 

17.987.  Suppose  that  you  have  a limited  company 
in  which  there  is  a shareholder  with  one  share  in  a 
hundred,  but  as  a customer  he  buys  the  whole  of  the 
goods  and  the  company  makes  a substantial  profit 
out  of  Iiis  purchase.  'Wliat  ne  gets  eventually,  on  his 
share  of  the  capital,  is  the  hundredth  part  of  the 
profits,  is  it  not? — Quite. 

17.988.  Suppose  you  have  a Co-operative  Society 
where  one  member  out  of  one  hundred  buys  the 
whole  of  the  goods,  supposing  such  a case  oould  be, 
what  he  would  get  out  of  those  profits  would  be  the 
whole  surplus,  would  it  not? — That  is  so. 

17.989.  Can  you  say  that  there  is  absolutely  no 
difference  between  the  two  cases? — There  is  no  dif- 
ference whatever  in  the  method  of  acquisition  of  the 
profits.  The  manner  in  which  they  are  made  and 
obtained  is  exactly  the  same.  You  are  regarding 
more  the  method  of  distribution — the  method  of 
division  of  the  profits — and,  if  I am  permitted,  I 
should  like  to  say  that  the  method  of  division  of  the 
profits,  when  made  between  the  members,  is  purely 
an  arbitrary  matter,  and  I am  not  able  at  the  moment 
to  see  that  it  has  any  bearing  on  the  liability  to 
Income  Tax. 

17.990.  Assuming  that  these  profits  are  comparable 
— profits  made  in  the  hands  of  the  business — when 
you  come  to  consider  the  question  of  a personal  tax 
there  is  a very  radical  difference,  is  there  not,  in 
the  method  of  distribution? — In  the  method  of 
division,  yes. 

17.991.  One  of  them  receives  a dividend  on  the 
capital  he  has  put  in  and  tbe  other  receives  a dis- 
count on  the  goods  that  he  has  bought? — Yes,  but 
in  both  cases  the  sums  received  by  the  individual 
investor  are  the  same  in  character,  although  the 
amount  received  is  different ; because  if  I have  a 
certain  number  of  shares  in  a limited  company,  and 
I receive  my  dividends  upon  them,  those  dividends, 
in  fact,  represent  a return  to  me  for  the  use  of  my 
capital,  and  a share  of  the  profits  made  by  the  com- 
pany in  trading;  and  the  co-operative  member  is  in 
exactly  the  same  position,  although  the  method  of  divi- 
sion of  the  profits  between  the  co-operative  members 
is  different  from  that  pursued  by  a limited  company. 
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17.992.  So  that  you  adhere  to  the  view  that  even 
in  the  hands  of  the  individual  these  two  profits  are 
analogous  ? — Undoubtedly. 

17.993.  Despite  the  immense  disparity  there  might 
be  in  the  method  of  distribution? — Exactly. 

17.994.  That  is  your  convinced  view  after  consider- 
ing the  matter? — Yes. 

17.995.  Just  another  question  or  two  upon  that. 
Suppose  that  Brown.  Jones  and  Robinson  decided 
that  greengrocery  was  very  expensive ; they  have 
got  good  big  gardens,  and  they  decide  they  will  grow 
their  own  potatoes,  and  they  say  we  will  employ  a 
man  to  do  the  digging  for  us  and  pay  him  his  wage, 
and  after  that  we  will  have  the  produce  ourselves. 
Then  they  say  we  are  not  certain  that  we  are  going 
to  take  it  equally ; we  had  better  have  some  method 
of  adjusting  the  arrangement.  Then  they  say : 
“ let  us  supply  ourselves  at  cost  price.”  One  of 
them  says:  “ I will  advance  the  money  until  such 
time  as  we  have  worked  the  gardens  for  three  months 
and  we  know  what  the  cost  price  is  ” ; and  when 
they  meet  one  evening,  he  says : “ now,  the  cost 
price  of  all  these  articles  is  so  much,  and  you  have 
to  pay  so  much,  and  you  have  to  pay  so  much,  and 
I have  to  pay  the  balance.”  Have  they  made  a 
profit? — Undoubtedly  they  have,  and  I am  going  to 
show  it,  if  I may,  in  this  way.  That  is  the  whole 
fallacy  of  the  co-operative  movement  from  start  to 
finish.  If  Brown,  Jones  and  Robinson  agree  to  buy 
goods  at  a certain  price,  that  is  a joint  adventure  on 
their  part.  They  combine  together  as  a combination, 
or  partnership,  a different  entity  to  the  individuals. 
If  Brown  takes  something  out  of  what  is  bought, 
then  as  a general  rule  it  is  impossible  to  assess  the 
portion  that  he  takes,  because  it  has  no  particular 
apportionable  value  attached  to  it.  Therefore,  if 
the  partnership  sells  that  portion  to  him  at  a price, 
there  may  or  there  may  not,  but  there  probably  is 
ultimately,  and  in  point  of  fact,  as  I shall  hereafter 
be  able  to  show,  there  must  be,  a profit  on  the  trans- 
action; and  then  the  mere  fact  that  the  three  ulti- 
mately divide  the  balance  of  the  profit  between  them, 
makes  no  difference. 

17.996.  No,  I did  not  come  to  that.  I postulated 
this : that  somebody  lent  them  the  money  to  go  on 
with,  or  that  they  did  not  pay  their  bills,  if  you 
like.  No  money  passed.  They  ascertained  the  cost 
price  of  the  goods,  and  then  each  of  them  pays  up 
his  share  of  the  cost  price  of  the  goods.  Have  they 
made  a profit? — If  they  have  merely  shared  expenses, 
they  have  made  no  profit;  but  in  the  ordinary  case 
it  is  not  possible  to  do  what  you  are  suggesting  should 
be  done. 

17.997.  I am  coming  presently  to  the  next  case; 

I merely  wanted  to  take  you  on  the  first  case  to 
begin  with  ? — I should  like  to  add  that,  in  point  of 
fact,  those  are  not  the  facts  in  the  case  of  Co-opera- 
tive Societies. 

17.998.  I am  not  suggesting  that  they  are;  I am 
only  trying  to  get  at  the  principle  of  profits  in  your 
mind. 

17.999.  Mr.  ICerly : Do  you  mind  if  I put  a ques- 
tion? Would  it  be  correct  if  you  had  answered  Dr. 
Stamp  that  they  made  a profit,  but  that  if  they 
divided  in  kind,  the  profit  is  not  ascertained? — That 
would  be  a perfectly  correct  statement. 

18.000.  Dr.  Stamp : I want  to  know  what  the 
profit  is,  if  they  made  a profit. 

18.001.  Mr.  Kerly : The  difference  between  the 

value  of  the  things  and  what  they  bought  them  for? 
— That  is,  if  I may  say  so,  the  great  point  in  this 
matter.  If  you  make  your  profit  in  kind,  no  tax 
accrues,  but  once  the  element  of  price  does  come  in, 
then  the  tax  comes  in. 

18.002.  Dr.  Stamp : I have  not  raised  the  question 
of  price.  Perhaps  the  market  is  a long  way  off,  and 
we  do  not  know  what  prices  are,  and  we  are  not  very 
much  concerned ; we  supply  our  own  vegetables  and 
then  we  divide  them  between  Brown,  Jones  and 
Robinson.  In  that  case  is  there  a profit? — No,  in 
that  case  there  is  simply  a division  of  expenses. 


18.003.  Now  take  the  second  case.  They  say:  “ we 
will  do  it  in  that  way,  but  we  will  put  up  any  ficti- 
tious figure  for  the  moment  as  a price  that  will  cover 
the  cost;  and  when  we  find  when  we  make  up  our 
accounts  that  there  is  a bit  in  excess,  we  say  there  is 
a bit  due  back  to  each  of  us  for  what  we  have  taken 
out  of  the  pool.”  Is  that  profit?  - I do  not  think  that 
is  profit. 

18.004.  The  difference  between  coat  and  some  con- 
ventional or  quite  arbitrary  figure- -is  that  profit? — 
Technically,  I think  it  would  be  profit,  just  as  much 
as  if  you  had  sold  it  to  somebody  else,  and  very  parti- 
cularly so  if  some  of  the  goods  were  only  sold  to  one 
or  two,  and  the  third  one  joined  in  the  profits,  which 
is  exactly  the  case  of  the  Co-operative  Societies. 

18.005.  In  my  case,  that  I am  speaking  of,  if  you 
like,  they  each  take  one-third  part  of  the  goods,  and 
they  find  that  they  had  put  up  too  much  money  in 
the  beginning,  and  so  they  had  some  to  be  returned. 
Do  you  think  that  the  exoess  that  they  put  up  by  an 
over-estimate  of  what  their  expenses  would  be,  must 
be  a profit? — I think  that  is  so.  It  is  a profit  made 
by  the  joint  adventure  and  the  joint  partnership, 
and  I do  not  see  how  you  are  going  to  distinguish 
that  from  the  joint  adventure  of  three  merchants 
buying  a cargo  of  sugar. 

18.006.  I am  interested  in  the  case  of  Brown,  Jones 
and  Robinson  to  see  where  it  is  a profit  and  where  it 
is  not,  and  particularly  what  the  amount  of  the  profit 
is.  By  your  method  of  judgment,  does  not  the 
amount  of  profit  depend  upon  how  accurately  we  can 
ascertain  or  estimate  in  advance  what  the  cost  is 
going  to  be? — Yes,  it  does. 

18.007.  You  have  not  suggested  that  the  amount  of 
profit  must  be  invariable,  whatever  we  do? — No. 

18.008.  You  think  that  the  profit  depends  on  the 
mere  accident  of  how  we  keep  our  books.  If  we  were 

wise ? — If  you  were  wise,  you  would  not  have  sold 

at  that  price. 

18.009.  If  we  were  wise,  we  should  have  said  “ we 
are  not  going  to  put  up  any  money  at  all  until  we  see 
what  it  will  cost,  and  then  we  will  put  up  the  exact 
figure  ” ? — Quite. 

18.010.  But  if  we  have  over-estimated  the  amount, 
the  over-estimate  is  a profit?— Quite. 

18.011.  Not  the  difference  between  what  it  has  cost 
and  the  market  value  10  miles  away?  You  do  not 
want  us  to  call  that  the  profit  in  all  cases? — -I  want 
you  to  call  a profit  the  difference  between  the  price 
you  paid  and  the  price  you  received  from  your  mem- 
bers. 

18.012.  I could  have  accepted  your  answer  if  you 
had  said  that  the  profit  is  invariable,,  namely,  the 
difference  between  what  it  has  cost  and  the  general 
market  price,  but  I cannot  understand  the  profit 
depending  on  the  arbitrary  and  accidental  figure  in 
between  those  two  that  we  happen  to  have  hit  upon. 

18.013.  Mr.  Mackinder:  Is  not  the  witness’s  point 
that  your  three  people  together  have  become  a fourth 
person  ? 

18.014.  Dr.  Stamp : I am  coming  to  that  in  a 
minute.  It  is  not  the  point  we  are  on  at  present. 
The  point  is  whether  the  profit  that  may  be  made  can 
be  an  accidental  one,  whether  it  must  not  be  constant 
right  through,  and  whether  it  can  depend  on  this 
mere  accident  of  what  our  estimate  happens  to  have 
been  of  what  would  be  wanted? — The  profit  woidd 
depend  upon  your  estimate  or  upon  your  price;  but, 

I should  like  to  add  that  the  example  you  are  putting 
to  me  is  one  which  is  physically  impossible  to  take 
place  in  this  world;  because  I tried  it  myself  during 
the  war.  I would  like  to  give  you  an  instance,  if  1 
may.  When  meat  was  so  short  in  the  country,  I and 
several  others  said  we  would  buy  a pig.  It  was  quite 
impossible.  The  pig  was  divisible,  but  the  values  ot 
the  different  parts  of  the  pig  were  perfectly  different. 
Who  was  to  have  the  hams?  Who  was  to  have  die 
hocks;  and  who  was  to  have  this,  that  and  the  other 
— the  parts  of  inferior  quality;  and  how  could  we  have 
divided  that  pig  amongst  us,  except  by  selling  it  at 
a price  and  a profit  which  we  had  approximated  to 
its  value?  Then  there  were  difficulties  as  to  bow  we 
should  divide  the  expense ; and  then  there  would  be 
further  difficulties  as  to  how  we  should  divide  the 
rest;  whether  to  make  a re-sale  of  portions  of  the 
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animal ; with  the  result  that  we  found  it  quite  imprac- 
ticable. With  regard  to  these  Co-operative  Societies, 
they  were  only  able  to  start  in  this  way,  because  they 
started  with  tea  and  sugar  of  the  same  respective 
qualities,  and  they  started  with  two  or  three  limited 
people.  In  that  case,  if  you  buy  a hundredweight 
of  sugar  of  the  same  quality  and  divide  it  up  between 
your  members,  then  you  take  your  profit  in  kind  and 
you  share  the  expense. 

18.015.  I do  not  want  to  take  you  to  a complicated 
example;  I would  rather  get  it  simply,  if  you  will. 
We  will  presume  that  those  difficulties  do  not  arise, 
because  Brown,  Jones  and  Robinson  are  supplying 
themselves  only  with  potatoes.  This  is  the  point.  A 
single  individual  cultivating  his  garden  and  getting 
his  potatoes  at  cost  price,  or  getting  a man  to  do  it 
for  him,  if  you  like,  cannot  make  a profit  on  that  ? 

- - That  is  so. 

18.016.  But  if  two  do  it  together,  that  is  the  point 
at  which  a profit  is  made? — That  is  so.  Now  you 
come  to  an  entirely  different  entity;  you  come  to  a 
partnership,  or,  in  the  case  of  a Co-operative  Society, 
you  come  to  a corporate  body  created  by  the  law ; 
and  you  probably  will  remember  that  that  is  a dis- 
tinction pointed  out  by  the  Court  of  Appeal  in  1899, 
in  distinguishing  that  case  of  The  New  York  Life 
Assurance  v.  Styles. 

18.017.  You  do  not  believe  in  the  principle  of 
mutuality  wiping  out  the  element  of  profit.  As  long 
as  you  get  two  people  doing  the  thing  together  for 
each  other,  they  make  a profit? — I think  it  is  there, 
undoubtedly,  whether  you  take  it  as  regards  land  or 
goods,  or  anything  of  that  kind  whatever.  If  you 
take  the  case  of  land,  say  you  have  three  trustees  of 
their  father’s  will,  and  they  wish  to  divide  up  a house 
belonging  to  their  father  between  them,  there  has  to 
bo  a deed  of  release  by  two  of  the  trustees  to  the 
third  one,  of  the  house  to  part  of  which  he  is  en- 
titled. 

18.018.  The  whole  of  my  question  was  this.  1 
wanted  to  see  whether  you  thought  mutuality  was 
destroyed  the  moment  an  outsider  was  allowed  to 
have  a transaction  with  you,  or  whether  you  thought 
that  mutuality  itself  did  not  destroy  the  element 
of  profit? — The  latter. 

18.019.  You  do  not  depend  upon  an  outsider 
coming  in? — No. 

18.020.  You  think,  if  the  ring  is  complete,  and 
there  is  nobody  outside,  there  must  be  still  a profit? 
—I  do,  and  that  is  the  beauty  of  the  Income  Tax. 
The  whole  idea  of  the  tax,  as" I understand  it,  was 
that  once  you  bring  in  the  element  of  price,  then  the 
tax  attaches;  but  if  the  tax  does  not  attach  to  that, 
you  might  regard  the  whole  of  England  as  a com- 
munity, and,  apart  from  foreign  trade,  we  should 
bo  able  to  say  we  do  not  make  any  profit,  because 
we  are  merely  getting  back  what  we  put  up  our- 
selves. 

18.021.  It  is  a question  of  degree? — Yes. 

18.022.  It  would  be  mutuality  to  the  whole  of  the 
nation? — Yes. 

18.023.  You  go  from  two  people  to  the  whole  or 
the  nation ; it  is  all  alike  except  on  the  question  of 
degree? — Yes. 

18,024  We  understand  that  what  you  think  is 
that  that  is  a class  of  profit  which  ought  to  be 
brought  within  the  Income  Tax  Act? — Undoubtedly, 
and  I believe,  in  point  of  fact,  in  certain  circum- 
stances it  is  already  brought  within  the  tax.  Where 
you  find  two  persons,  say,  on  the  Stock  Exchange, 
who  dispose  of  some  partnership  stock  of  shares  to 
one  of  the  partners,  yau  find  a profit  is  made,  and 
I believe  tax  is  chargeable  upon  it.  I have  known 
in  law,  at  all  events,  a case  in  which  one  of  the 
partners  made  a return  of  profit  from  selling  some- 
thing to  the  other  partner. 

18,025.  Now  passing  from  that  point,  and  assum- 
ing that  it  is  conceded  that  the  class  of  profit  is  a 
profit  which  either  is  within  the  Income  Tax  Acts 
already,  or  ought  to  be  brought  within  them — we 
are  not  greatly  concerned  with  that,  we  are  here 
not  so  much  to  interpret  the  past  as  to  consider 
what  ought  to  be  done  in  the  future,  and  it  is 
immaterial  whether  it  is  already  there  or  whether 


it  has  got  to  be  brought  within  the  Acts;  we  will 
assume  that  is  done,  and  that  you  have  got  the  kind 
of  parallel  that  you  want  between  the  trading  of  the 
limited  company  and  the  trading  of  the  Co-operative 
Society.  Of  course,  you  realize  that  if  the  Co- 
operative Society  likes  to  lower  its  prices  and  have 
smaller  dividends  its  tax  will  get  less  and  less? — 
That  is  quite  impracticable;  I mean,  in  point  of 
practical  business,  they  could  not  do  it.  In  theory, 

I agree  it  might  be  done. 

18.026.  We  have  had  it  put  to  us  in  evidence  that 
it  was  one  method  of  evading  Excess  Profits  Duty? — 
I do  not  wish  to  speak  about  Excess  Profits  Duty, 
but  I wish  to  say  as  a practical  business  matter 
it  is  rather  humorous,  because  the  idea  that  they 
would  give  up  the  whole  for  the  sake  of  a part  does 
not  appear  to  me  to  be  business. 

18.027.  Would  not  an  individual  purchaser  be  in 
the  same  position  if  he  got  his  goods  for  a net  price 
instead  of  waiting  till  later  on  to  get  the  discount? 
— He  would,  but  in  point  of  fact,  the  Co-operative 
Society  cannot  let  him  have  it  at  net  price,  because 
they  cannot  tell  him  what  the  net  price  is. 

18.028.  Supposing  they  got  very  much  nearer  to 
net  price  than  they  do  now,  then  their  dividend 
would  be  very  much  less  and  there  would  be  far  less 
tax,  would  there  not? — That  is  so,  but  then  you  see 
you  are  going  into  an  impossible  state  of  things, 
because  if  a Co-operative  Society  put  their  goods 
down  to  wholesale  price  you  have  the  price  so  much 
lower  than  the  prevailing  prices  in  the  town  that 
they  would  be  speedily  bought  up,  and  in  fact  they 
would  be  bought  up  by  the  trade. 

18.029.  By  non-members? — By  the  trade  themselves, 
and  they  would  be  obliged  then  to  do  as  the  Civil 
Service  Stores  in  Queen  Victoria  Street  did,  namely, 
impose  the  regulation  of  having  a ticket. 

18.030.  Supposing  they  want  to  guard  against  that; 
suppose  they  did  not  like  the  Income  Tax  when  it  was 
imposed,  and  they  wanted  to  make  it  less,  and  they 
said:  “ we  will  not  sell  to  non-members  at  all;  we 
will  only  sell  to  our  members  ” ; it  would  be  conceiv- 
able that  they  could  reduce  the  amount  of  the  sq- 
called  profit  or  surplus  very  considerably  by  selling  at 
a lower  price? — They  could  reduce  it,  but  they  could 
not  reduce  it  considerably  at  the  present  moment. 
So  far  as  the  grocery  and  provision  trade  is  concerned, 
with  which  I am  mainly  acquainted,  they  could  not 
reduce  their  prices  very  much  more  than  at  present. 


18,031.  Could  they  not  reduce  them  by  the  amount 
of  the  surplus,  or  nearly  so? — They  could  reduce  it 
by  a part  of  the  surplus. 

'18,032.  Could  they  not  in  the  long  run  reduce  it 
by  the  whole  of  the  surplus,  with  a little  bit  of  error 
either  way  each  year,  straightening  it  out  over  a 
series  of  years? — in  theory  it  might  be  done,  but  m 
practice  I very  much  doubt  it. 

18  033  They  know  all  their  costs  in  the  previous 
twelve  months.  Surely  it  would  be  possible  to  arrive 
at  a figure  in  their  prices  which  would  make  it 
generally  somewhere  near  the  cost  price.—  1 thin  ». 
that  would  be  right;  they  would  work  out  that  price 
from  the  accounts  from  which  they  derive  the  cost. 

18.034.  So  that  it  would  be  more  or  less  possible, 
even  if  yon  brought  them  nominally  within  the  scope 
of  the  Income  Tax  Acts,  for  them  so  to  arrange  their 
prices  as  to  escape,  and  to  let  the.  members  have  then- 
goods  at  exactly  the  same  price  that  they  are  getting 
them  at  now— the  net  price?— No,  they  could  not 
eliminate  the  tax  in  all  circumstances,  although  they 
might  reduce  the  amount  of  it  It  is  not  business. 

18  035.  The  tax  would  be  so  small  that  it  would  not 
be  worth  having?— I do  not  think  I could  accept  that, 

18  036.  We  will  assume  they  are  brought  within  the 
•Act  ' and  the  ordinary  provisions  of  the  Income  ax 
Act’  are  going  to  apply  to  individual  recipients  of 
the  dividend.  You  tell  us  you  think  the  dividend 
received  in  relation  to  the  goods  that  they  bought 
is  similar,  for  tax  purposes,  and  should  be  put  on  tl  c 
Income  Tax  return  just  as  if  it  were  a dividend  fiom 
capital.  That  is  the  point,  is  it  not?— Exactly. 

18  037.  You  have  already  said  in  evidence,  I think, 
+w  « l n rtrex  nart,  of  the  recipients,  or  a considerable 
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number  of  them,  are  not  liable  at  all,  and  that  the 
rest  are  liable  at  various  rates,  but  not  at  6s.? — 
Exactly  the  same  as  limited  liability  companies. 

18.038.  Suppose  we  now  assume  that  the  view  that 
you  take  about  dividends  being  chargeable  as  profits 
is  accepted,  and  that  the  assessment  of  the  Co-opera- 
tive Society  is  now  assimilated  to  that  of  a limited 
company.  Let  us  proceed  from  that.  We  are  very 
anxious  now  to  see  what  would  be  the  effect  upon 
the  revenue — what  tax  we  should  get  out  of  it  and 
what  the  effect  would  be  upon  the  recipients.  I look 
first  at  a table  of  yours  in  paragraph  9,  in  which 
we  have  capital,  sales  and  profits.  You  have  dis- 
tributive societies  at  the  top,  sales  £142,000,000,  and 
wholesale  societies  at  the  bottom  with  sales 
£75,000,000.  Would  it  be  right  to  say  that  -those 
two  are  absolutely  distinct?  Is  there  not  a certain 
amount  of  duplication  between  them?  I mean,  the 
wholesale  societies  sell  to  the  distributive  societies, 
do  they  not,  and  the  distributive  societies  resell? — 
There  is  a partial  duplication  in  the  sales,  but  not 
in  the  profits. 

18.039.  You  mean  the  £15,961,000  does  not  include 
all  the  £1,821,000? — Obviously,  not. 

18.040.  Why  not?  — Because  different  persons 
receive  them. 

18.041.  Do  not  the  so-called  profits  of  the  whoie>- 
sale  societies  go  back  to  the  purchasers,  namely,  the 
distributive  societies,  in  proportion  to  their  pur- 
chases?— No,  indeed,  they  do  not.  That  is  one  of 
our  great  complaints.  If  I may  just  pursue  this 
matter  a moment,  the  profits  which  are  shown  here, 
first  of  all,  are  very  much  less  than  the  profits  which 
would  be  shown  by  the  Co-operative  societies  if  their 
accounts  were  made  out  according  to  the  Income  Tax 
Statute. 

18.042.  By  reference  to  the  reserves,  and  so  on? — 
Reserves  and  depreciations,  and  other  things,  which 
are  not  allowed  to  a limited  company.  Secondly,  you 
have  an  undistributed  profit  reserve  fund,  and  so*on, 
which  amounts  to  a very  considerable  sum. 

18.043.  How  much  is  that  annually? — I am  not  able 
to  give  you  exact  figures,  but  I am  able  to  give 
you  some  figures  from  the  Registrar  General  of 
Friendly  Societies’  Report  as  regards  accumulations. 
If  you  refer  to  the  Report  for  1916.  the  Registrar 
General  gives  the  net  balance  of  profit  and  reserves 
or  loans  at  the  end  of  the  year — that  is  the  amount 
that  is  now  invested  in  these  societies  by  way  of 
reserve  funds — at  £14,784,651. 

18.044.  Which  has  been  accumulated  over  a long 
number  of  years,  has  it  not?— Over  a great  number 
of  years,  indeed ; but  I take  it  that  that  itself  is  not 
accurate,  because  these  assets  stated  in  the  account 
are  only  so  stated  after  the  depreciation  allowances 
have  berm  written  off ; and  if  you  ask  the  Registrar 
General  I think  you  will  find  that  some  time  ago 
the  Co-operative  Societies  endeavoured  to  write  off 
their  assets  to  nothing.  Now  you  will  find  in  these 
accounts  that  those  assets  are  written  down  in  a 
most  extraordinary  way.  Here  is  an  asset  in  the 
Scottish  Co-operative  Society,  worth  about  two 
millions,  and  the  depreciation  is  £1,868,000. 

18.045.  What  kind  of  asset  is  it? — I will  give  it  to 
you.  They  are  all  written  down  very  considerably. 

18.046.  Your  point,  of  course,  is  that  the  profits 
shown  here,  £15,961,000.  were  not  the  full  commercial 
profits  that  would  be  chargeable  to  Income  Tax  if 
you  could  compel  the  Co-operative  Societies  to  go 
on  as  they  are  now,  and  not  reduce  prices? — That  is 
the  point.  In  addition  to  that,  I say  that  by  reason 
of  the  death  or  withdrawal  or  removal  of  members 
those  undistributed  profits  become  vested  in  the 
society  collectively,  and  have  no  legal  owner  other 
than  the  society  If  I may  come  back  to  your  first 
question,  about  what  benefit  this  would  be  to  the 
Co-operative  Societies  and  to  the  Revenue,  I should 
like  to  say  that  I am  quite  convinced  that  it  would 
be  to  the  benefit  of  the  members  of  the  Co-operative 
Societies,  and  that,  I think,  they  would  willinglv 
accept  it.  In  point  of  fact,  at  the  present  time  T 
pelieve  that  among  the  co-operative  members  there 
;•?  a party  who  are  in  favour  of  paying  tax,  because 
they  think  that  if  the  tax  is  imposed  the  prices  will 
he  reduced,  and  they  will  get  their  goods  cheaper. 
Furthermore,  if  taxes  are  imposed,  the  undistributed 


profits  will  diminish,  and,  therefore,  the  dividends 
will  become  larger. 

18.047.  If  tax  is  imposed  on  the  profits,  the  prices 
will  be  less? — They  will  undoubtedly  reduce  them  to 
some  extent. 

18.048.  In  order  not  to  pay  so  much  tax? — Exactly; 
similarly,  if  tax  is  imposed  at  the  source  and  the 
undistributed  profits  are  taxed  as  well  as  the  dis- 
tributed profits,  then  they  will  not  set  so  much  aside 
to  reserve ; they  will  increase  their  dividend. 

18.049.  Apart  from  that  particular  question  of  how 
much  the  reserve  is,  it  is  the  fact,  is  it  not,  that 
in  so  far  as  wholesale  societies  are  distributing,  they 
are  distributing  mainly  to  distributive  societies  ?— 
I do  not  think  that  is  quite  right.  So  far  as  the 
Co-operative  Union  is  concerned  it  is  right,  but  I do 
not  think  it  applies  to  societies  that  are  outside  the 
Union. 

18.050.  I am  speaking  now  of  your  table  in  para- 
graph 9. 

18.051.  Mr.  Mackinder : May  I just  ask  a question 
on  that?  Normally,  I take  it,  if  we  were  talking  of 
companies,  assuming  that  the  whole  £1,800,000  were 
distributed  as  dividends  to  the  shareholder  companies, 
it  would  be  treated  as  interest  on  investments  and 
not  as  a trading  profit. 

18.052.  Dr.  Stamp : That  is  a point  I am  coming 
to. 

18.053.  Mr.  Mackinder : I want  to  know  with 
regard  to  the  table,  whether  that  is  so. 

18.054.  Dr.  Stamp:  What  I am  trying  to  get  is 
that  the  £15,961,000,  apart  from  the  question  of 
reserve,  would  be  a redistribution  of  the  receipts  from 
the  distributive  societies  from  surplus  from  all 
sources,  part  of  which  is  its  discount,  or  return,  from 
the  wholesale  side? — That  is  so. 

18.055.  So  that,  always  keeping  on  one  side  this 
question  of  reserves,  it  does  not  follow  that  addition 
of  all  those  together  does  not  involve  a duplication  ; 
and  it  may  be  that  the  total  apart  from  reserves  is 
less  than  18  millions.  It  must  be  so,  surely.  If  one 
passes  on  the  profit  that  he  has  received,  it  would 
be  like  adding  all  the  capitals  of  the  joint  stock 
companies  together  and  saying  that  is  the  capital 
invested,  whereas,  of  course,  one  company  holds 
capital  in  another? — Yes,  except  that  I do  not  know 
how  these  figures  are  arrived  at.  They  are  figures 
obtained  by  me  from  a publication  of  the  Co-operative 
Societies,  and  I do  not  know  how  they  have  arrived 
at  them. 

18.056.  I suggest  to  you  that  they  have  arrived 
at  them  in  the  case  of  the  distributive  societies,  the 
larger  item  £15,961,000,  by  taking  the  actual  surplus 
they  have  made  after  bringing  into  account  any  dis 
count  that  they  havo  received  from  the  wholesale 
societies,  and  that  therefore  as  between  these  two 
the  profits  are  about  16  millions  assessable  for  Income 
Tax? — I should  not  accept  that  view.  I would  rather 
take  the  Registrar  General’s  figures.  He  puts  them 
higher  than  that.  And  furthermore,  these  figuros 
themselves,  as  I know,  are  arrived  at  after  these 
depreciation  allowances;  and,  in  addition  to  that, 
after  debiting  to  the  society  as  an  expense  the 
taxable  interest,  upon  which  I believe  tax  is  paid, 
on  the  share-holding  capital. 

18.057 . I was  just  going  to  ask  you  whether  the 
profits  include  the  interest  on  share  capital  and  loans 
and  deposits? — I understand  not. 

18.058.  Mr.  May : May  I point  out  that  the 
difference  between  these  figures  which  aro  given  as 
the  Union  figures  and  the  figures  of  the  Registrar 
General  arises  from  the  fact  that  the  Registrar  is 
able  to  compel  a return  and  the  Union  is  only  able 
to  ask  for  it.  and  that  the  return  of  the  Registrar 
represents  a slightly  larger  number  of  societies. 

18.059.  Dr.  Stamp : May  we  assume  for  the  moment 
that  the  profits  that  would  be  assessable  under  this 
arrangement  as  between  those  two  classes  would  be 
somewhere  about  16  millions,  apart  from  the  question 
of  excessive  depreciation  or  other  items  that  are 
charged  ? — Quite. 

18.060.  You  go  on  to  say  : “ A comparatively  trivial 
portion  of  the  profits  should  have  borne  tax  under 
Schedules  A and  B.”  You  say,  “ should  have 
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borne”;  you  mean  “have  borne,”  do  you  not? — 
I do  not  know  the  facts.  It  ought  to  have  borne 
the  tax. 

18.061.  What  would  you  call  trivial? — When  I say 
“ trivial  ” I mean  having  regard  to  the  magnitude 
of  the  concern  I am  dealing  with,  in  itself  it  would 
be  a considerable  sum. 

18.062.  You  say:  “ but  except  for  that,  the  whole 
of  this  £18,194,600  has  not  paid  any  tax  whatever.” 
First  of  all,  the  tax  has  been  paid  on  all  interest  on 
share  capital  and  loans  and  deposits,  as  far  as  the 
recipients  are  liable,  before  getting  at  these  figures. 
That  is  the  first  point? — I accept  that. 

18.063.  The  figures,  owing  to  some  duplication,  are 
not  quite  £18,000,000;  we  will  call  them,  for  the  sake 
of  argument,  £16,000,000  or  £17.000,000.  What 
proportion  of  that  would  you  treat  as  trivial? — I 
take  the  Registrar’s  report  and  I find  that  the  value 
of  buildings,  fixtures  and  land  used  in  trade  is 
£20,000,000.  If  the  value  of  that  is  20  millions,  then 
the  annual  value  of  that  should  have  borne  tax  under 
Schedules  A and  B.  What  the  annual  value  may  be 
I have  no  figures  to  show. 

18.064.  It  might  be  as  large  as  a million  and  a 
quarter  or  a million  and  a half? — It  would  be  a con- 
siderable sum. 

18.065.  You  would  regard  a million  and  a quarter 
or  a million  and  a half  as  a trivial  portion  of  16 
millions? — I think  I am  justified  in  regarding  it  as 
a trivial  portion  of  the  profits,  because  I do  not 
agree  that  the  18  millions  does  represent  the  full 
profits,  by  any  moans.  I think  if  the  full  profits  were 
ascertained  according  to  the  Income  Tax  Acts  in  the 
same  way  as  a limited  company  makes  out  its 
accounts,  you  would  probably  have  another  six 
millions  a year  added  on  to  this  18  millions. 

18.066.  Supposing  that  under  Schedules  A and  B 
tax  is  paid  on  a million  and  a half,  just  for  the  sake 
of  argument,  we  are  already  receiving  under  the 
existing  law  6s.  in  the  £ on  a million  and  a half? — 
Quite. 

18.067.  If  you  are  going  to  assimilate  this  to  a 
limited  company,  what  is  the  Revenue  going  to  get, 
after  all  the  repayments  have  been  made,  and  the 
whole  thing  has  been  made  exactly  like  a limited 
company?  How  much  is  it  going  to  get?  Now,  let 
us  see  what  it  will  get : it  will  get  the  tax  on  the 
reserves  at  6s.  in  the  £,  whatever  that  may  be? — 
And  depreciation. 

18.068.  Some  depreciation  will  be  allowed,  will  it 
not? — Not  the  depreciation  which  you  set  on  one 
side.  You  make  no  allowance  in  the  tax  for  educa- 
tional purposes,  by  which  they  mean  co-operative 
educational  purposes;  neither  do  you  get  an  exemp- 
tion grant  on  buildings  and  premises,  and  so  on. 
The  exemptions  they  set  aside  are  very  limited  at 
the  present  time. 

18.069.  Will  you  tell  us  what  sum  you  think  we 
should  get  at  6s.  on  the  undistributed  profits? — The 
undistributed  profits  of  the  year  assessed  to  Income 
Tax?  Assuming  their  trade  continued  without  re- 
ducing prices,  I should  imagine  that  you  would  get 
the  tax  on  about  £5,000,000  or  £6,000,000  per  annum, 
including  the  depreciation,  remember. 

18.070.  Did  you  not  tell  us  just  now  that  the  whole 
of  the  reserves  came  to  £14,000,000  over  a long  period 
of  years? — But  these  societies  have  a very  large 
hidden  asset  in  the  depreciation  which  they  have 
written  off  their  land  and  buildings ; so  that  their 
land  and  buildings  and  their  total  assets  stand  at 
£61,000,000;  in  fact,  they  have  so  written  them  down 
that  I fancy  they  would  be  worth,  perhaps,  at  the 
very  lowest,  one-fifth  in  addition  to  that;  I have  not 
the  figures  quite,  to  guide  me. 

18.071.  How  much  would  that  be? — That  would  be 
another  £12,000,000;  I am  putting  it  very  low. 

18.072.  That  is  built  up  over  a long  period,  is  it 
not?  That  is  built  up  over  a long  period  of  years, 
■Hid,  of  course,  it  refers  to  three  countries,  because 
in  Scotland,  I believe,  the  control  has  not  been  so 
gi-eat  as  it  has  been  here.  In  Scotland  they  have 
written  down  quite  freely.  I believe  in  England  the 

egistrar  exercises  some  control  over  a society ; and 


as  regards  what  happens  in  Ireland,  I am  sorry  I am 
not  able  to  say. 

18.073.  I suggest  to  you  that  the  evidence  as  to  the 
inner  reserves,  of  which  you  are  speaking,  the  writ- 
ing down  of  assets,  and  the  actual  open  reserves 
built  up  over  a long  period  of  years,  seems  to  indi- 
cate that  the  amount  on  which  the  Revenue  would 
get  tax,  would  not  exceed  more  than  about  half  a 
million  a year  on  the  undistributed  profits? — I do 
not  think  I could  accept  that.  I should  be  very 
pleased  to  put  an  accountant  upon  those  figures, 
to  give  you  a thorough  estimate,  if  you  wish,  but  I 
do  not  think  I can  accept  that. 

18.074.  We  cannot  go  any  further  then  at  the 
moment.  If  you  will  not  mind  making  the  assump- 
tion that  that  is  so,  for  the  moment,  if  we  are  going 
under  the  new  order  of  things  to  get  a tax  at  6s. 
on  half  a million  a year,  as  compared  with  the  pre- 
sent tax  on  a million  and  a half  (which  is  another 
assumption),  that  leaves  a million  to  be  considered — 
whether  we  are  going  to  get  tax  on  a million  under 
the  new  system.  We  have  already  had  in  evidence 
that  a large  number  of  the  recipients  of  dividend 
would  be  exempt,  and  that  even  those  that  were  not 
exempt  would  not  be  liable  to  tax  at  6s. ; it  would 
be  levied  on  them  at  a much  lower  rate.  The  point 
is  whether  the  total  tax  paid  by  the  liable  people  at 
those  lower  rates  than  6s.  would,  in  all,  come  to 
more  than  6s.  on  a million? — I agree  that  is  the 
question,  but  the  same  question  arises  as  regards 
limited  companies;  and  where  is  the  justice  in  dis- 
tinguishing between  them?  If  you  are  not  going  to 
tax  a Co-operative  Society  at  the  source,  then  I say, 
do  not  tax  me  at  the  source. 

18.075.  I am  making  this  deliberate  suggestion : 
that  when  we  come  to  examine  the  facts  and  the 
figures,  it  will  probably  be  found  that  less  money 
would  be  got  by  the  Revenue  out  of  Co-operative 
Societies  if  they  are  assimilated  to  limited  companies? 
— Then  I think  the  answer  must  be  that  the  analogy 
of  limited  companies  is  directly  the  opposite ; 
because  everything  you  have  said  applies  distinctly 
to  these  great  companies  whom  I represent.  One 
company  has  a million  of  shareholders,  I think,  and 
everything  you  have  said  would  apply  to  those  share- 
holders in  that  company.  Large  numbers  of  them 
are  under  the  limit,  others  are  assessable  at  different 
rates. 

18.076.  I suggest  to  you  that  the  members  of  a 
Co-operative  Society  are,  on  the  whole,  on  the 
average,  not  as  well  off  as  the  shareholders  of  the 
large  limited  companies  to  which  you  refer? — Not 
to-day,  by  any  means ; quite  the  contrary.  The 
changes  brought  about  by  the  war,  in  the  present 
circumstances,  are  these.  They  are  small  share- 
holders for  whom  I speak— because  taking  these 
millions  of  shareholders,  they  really  comprise  the  new 
poor  of  the  new  community — and  here  you  have 
trustees,  small  people,  small  shareholders,  mixed,  I 
agree,  with  a few  large,  but  none  the  less,  if  you  take 
my  shareholders  in  the  aggregate,  we  are  infinitely 
more  hurt  than  the  Co-operative  Societies  would  be. 
Besides,  you  must  remember  that  although  I appear 
nominally  for  certain  companies,  I really  represent 
the  class  of  companies  throughout  the  Kingdom,  and 
I represent,  in  addition  to  that,  the  shareholders  of 
the  Kingdom.  I represent  the  limited  company 
principle,  and  furthermore,  these  co-operative  share- 
holders themselves  would  be  largely  in  favour  of  what 
I am  saying,  because  many  co-operative  enterprises 
have  taken  the  form  of  a limited  company;  and  why 
should  you  make  a'  distinction  between  a co-operative 
member  in  a limited  company,  and  a co-operative 
member  in  a Co-operative  Society? 

18.077.  Is  there  not  a very  important  distinction 
between  the  shareholders  in  an  average  company, 
and  the  members  of  a Co-operative  Society,  in  the 
extent  of  the  holdings  that  they  may  have? — No, 
there  is  not.  There  used  to  be,  but  in  1876  it  was 
altered.  Originally,  the  limit  of  interest  which  a' 
member  could  have  in  a Co-operative  Society  was 
£200,  whether  in  funds  or  shares  or  in  any  manner 
whatever.  Under  the  provisions  of  the  Statute 
under  which  they  originally  went,  the  dividend  of 
a co-operative  member  had  to  be  placed  to  hi3 
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account;  so  that  you  always  knew  when  the  limit  of 
£200  was  reached.  But  that  limit  was  destroyed  in 
1876  by  altering  the  word  “ funds  ’ in  the  Statute 
to  “ shares  ”. 

18.078.  I am  not  referring  to  that  You  have  a 
certain  criterion  of  holding  or  capital  interest  upon 
which  a man  receives  his  dividends  now.  Can  you 
find  such  large  extremes  in  the  case  of  Co-operative 
Societies  as  you  get  in  shareholders  of  limited  com- 
panies ?• — If  you  will  promise  not  to  alter  the  law, 
I will  promise  to  register  all  the  limited  companies 
in  the  kingdom,  and  divide  their  profits  up  in  such 
a way  that  you  cannot  attach  tax  upon  them.  1 
could  do  that  myself.  If  this  tax  continues,  it  will 
be  quite  a simple  matter  so  to  register  limited  com- 
panies in  the  form  of  Co-operative  Societies  that  we 
shall  all  avoid  the  tax.  There  m nothing  impossible  to 
human  ingenuity  so  far  as  human  arrangements  are 
concerned. 

18.079.  That  is  what  I fear  about  bringing  Co- 
operative Societies  in.  The  first  thing  that  will 
happen  will  be  that  a large  portion  of  profits  will 
disappear  by  reducing  prices,  and  the  second  thing 
that  will  happen  will  be  that  we  shall  find  that  some- 
thing like  70  per  cent.,  or  even  more,  of  the  co- 
operative people  would  be  below  the  effective  line 
of  liability,  and  would  be  entitled  to  repayment,  and 
.that  the  remainder  would  be  entitled  to  reduction 
of  the  tax  that  they  have  borne  at  6s. ; and  after  we 
have  taken  off  the  amount  that  is  put  to  reserve, 
the  remaining  million  that  is  paid  under  Schedule  A 
will  disappear,  and  on  the  whole,  we  are  not  likely 
to  get  more  than  we  are  getting  now,  if  as  much. 
After  all,  this  Commission  is  concerned  with  not 
lessening  the  Revenue? — Precisely,  but  you  are  also 
concerned  with  justice. 

18.080.  I have  conceded  that  we  are  going  to  treat 
this  as  profit;  I only  want  to  know  what  will  be  the 
effect  of  that.  So  far  I have  not  got  from  you  that 
there  is  going  to  be  any  net  profit? — There  will  be 
just  as  much  net  profit,  taking  it  trade  for  trade,  in 
Co-operative  Societies,  as  there  is  in  limited  com- 
panies, or  at  all  events  the  limited  companies  which 
1 represent,  namely,  the  multiple  shop  companies, 
because  the  prices  at  which  the  multiple  shop  com- 
panies sell  are  very  low.  It  seems  to  be  one  of  the 
cardinal  principles  of  these  companies  to  cut  prices. 

18.081.  I am  on  the  principle  of  the  economic 
station  of  the  shareholders.  Now  you  would  not 
admit  that  the  economic  station  of  the  shareholders 
of  these  limited  companies  is  that  they  are  liable 
to  as  low  rates  of  tax  as  the  co-operatives? — I should, 
certainly. 

18.082.  You  think  that  the  vast  majority  of  the 
capital  of  limited  liability  companies  is  held  by 
comparatively  poor  people? — I do,  indeed;  and 
moreover,  it  is  held  by  people  who  are  not  so  well 
able  to  help  themselves  as  the  co-operative  members. 
You  find  large  quantities  held  by  trustees  for  widows, 
orphans  and  children.* 

18.083.  On  that  point,  do  you  know  what  is  the 
extent  of  the  claim  for  repayment  of  tax,  between 
the  rates  of  3s.  and  6s.  for  people  with  smaller 
incomes,  that  is  now  made  against  the  Inland 
Revenue,  as  compared  with  the  total  amount  paid 
at  6s.  ? I do  not.  I think  some  paper  was  issued 
by  the  authorities  about  the  matter,  but  I do  not 
recall  the  figure. 

18.084.  If  you  examine  that,  I think  you  will  find 
that  the  bulk  of  the  dividends  paid  by  limited  com- 
panies does  not  go  to  the  class  of  people  to  whom  you 
sav  co-operators  belong.  If  you  examine  the  statis- 
tics, you  will  find  it  is  quite  an  untenable  position 
to  take  up,  that  shareholders  in  limited  companies 
are,  on  the  average,  no  better  off  than  co-operators. 

18.085.  Mr.  Mackinder : But  does  not  that  leave 
out  of  account  adjustments  where  they  are  earning 
•ncome  from  other  investments? 


* The  witness  "fishes  to  add  that  he  could  not  have  understo 
this  question.  What  he  meant  was  that  the  majority  of  sha; 
holders  were  the  smaller  people,  not  that  the  majority  of  t 
capital  was  held  by  the  small  shareholders. 


18.086.  Dr.  Stamp : 1 am  talking  of  the  whole 
adjustment  that  is  made  by  reference  to  the  total 
amount  of  income  of  small  people.  I think  you 
have  a table  showing  the  distribution  of  unearned 
income  amongst  th?  different  classes  according  to 
their  income. 

18.087.  Mr.  Synnott : Is  not  this  witness  speaking 
principally  of  the  supply  companies,  and  not  of  com- 
panies in  general? 

18.088.  Dr.  Stamp : You  are  talking  now  of  the 
particular  class  of  company  that  you  are  represent- 
ing?— Quite.  If  I may  say  so,  I do  not  think  your 
analogy  quit©  applies,  because  you  see  the  co- 
operative profits  are  not  fully  declared.  The  ac- 
counts are  not  made  out  on  the  same  basis  in  each 
case,  and  you  must  bear  in  mind  that  the  co- 
operative members  do  not  bring  into  account  as  part 
of  their  income  the  dividends  which  they  receive  from 
the  societies. 

18.089.  I am  assuming  that  they  are  compelled  to 
do  so  now  by  law,  and  that  it  comes  to  them  as  a 
taxed  receipt,  and  I am  asking  what  claims  would 
be  made  against  the  Revenue  for  repayment  of  the 
whole  6s.,  or  part  of  it,  and  I suggest  there  would 
be  a much  larger  proportion  of  claims  than  there  is 
in  the  average  limited  company,  so  large,  in  fact, 
that  the  greater  part  of  the  6s.  that  would  be  got  on 
the  16  millions  or  18  millions,  if  it  were  maintained, 
would  disappear? — I think  that  would  be  a correct 
statement,  but  you  have  to  bear  in  mind  that  the 
number  of  limited  companies  is  so  infinitely  greater 
than  the  number  of  Oo-operative  Societies,  and  there 
are  so  many  private  limited  companies  at  the  pre- 
sent time,  that  I think  a comparison  is  unfair. 

18.090.  I am  really  concerned  to  find  whether  we 
are  going  to  get  more  tax  than  we  get  at  the  present 
time,  by  reference,  first  of  all,  to  the  point  that  I 
was  suggesting,  that  the  profit,  either  by  law  or  by 
some  other  method,  is  maintained  at  its  present  level ; 
and  I want  to  know  whether  we  are  finally  going 
to  have  remaining  in  the  Exchequer  more  than  the 
tax  on  Schedule  A?— I think  so,  undoubtedly. 

18.091.  Assuming  it  is  to  be  the  same,  now  I come 
to  the  question  of  administrative  convenience,  to 
which  you  refer  in  paragraph  13.  You  would  admit, 

I suppose,  that  there  would  have  to  be  a vast  number 
of  repayment  claims  on  small  amounts  of  dividend? 
— I believe  that  is  so  at  present,  and  I do  not  see 
that  the  number  of  repayment  claims  would  be  in- 
creased to  any  material  extent  if  you  made  Co- 
operative Societies  liable  to  tax. 

18.092.  Do  you  mean  that  the  proportion  would 
not  be  great,  or  do  you  mean  that  wo  should  not 
have  new  claims? — I think  you  would  have  some  new 
claims,  but  I do  not  think  you  would  have  any 
material  increase  in  the  claims.  You  have  got  your 
machinery  for  dealing  with  these  claims  now:  you 
have  a large  number  of  claims  every  year,  and  I 
think  a little  extra  trouble  on  the  part  of  the 
authorities  to  get  in  some  more  tax,  in  these  times, 
would  be  very  well  worth  while. 

18.093.  I suggest  to  you  that  out  of  the  3,800,000, 
there  might  be  3,000,000  people  who  would  be  entitled 
either  to  repayment  of  the  whole  of  the  6s.  on  their 
profits,  or  to  a partial  return,  and  out  of  that 
3,000,000  there  would  be  a very  large  number  who  are 
not  at  present  making  claims  under  that  head? — 
There  would  be  some,  but  I do  not  think  a large  num- 
ber, and  I think  for  this  reason : I did  not  know  it 
at  the  time  my  evidence-in-chief  was  written,  and  I 
ought  to  correct  it.  In  the  last  two  years  the  Co- 
operative Societies  have  been  very  anxious  indeed  .to 
extend  their  capital,  and  inasmuch  a's  there  is  a 
technical  limit  of  £200  per  share  for  each  member, 
they  have  advocated  what  they  call  open  membership. 
So  that  instead  of  having  the  father  alone  a member 
in  the  society,  they  may  take  out  a share  for  every 
one  of  the  members  of  the  family,  with  the  result  that 
the  co-operative  membership  is  increased,  and  it 
enables  a family  to  put  in  a larger  quantity  of  capital 
than  they  otherwise  would ; so  that  the  number  of 
effective  members  in  my  paragraph  13  ought  really 
to  be  somewhat  reduced.  On  this  question  of  claims 
for  repayment,  I might  remind  you  thait  tha  Cq- 
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operative  Societies,  I believe  only  tliis  year  or  at  the 
end  of  last  year,  in  fact  issued  £2,000,000  in  bonds 
to  their  members.  Now  that  has  all  been  taken  up, 

I understand;  and  that  is  a very  effective  test  upon 
this  question  of  Income  Tax  and  as  to  the  possibility 
of  the  number  of  claims  you  would  get. 

18.094.  I suggest  to  you  that  the  proportion  of  the 
people  who  have  share  capital  and  interest  on  loans, 
that  are  liable  to  Income  Tax,  is  very  small,  and  that 
is  an  indication  that  the  number  of  members  of  the 
societies  who  would  be  liable  would  be  very  small? — 

I could  not  accept,  at  the  present  moment,  that  the 
number  of  members  of  Co-operative  Societies  who 
would  be  liable  to  tax  under  the  present  law  would  be 
very  small. 

18.095.  We  will  try  to  get  that  from  the  official 
witness;  we  will  not  pursue  it  now? — What  the  num- 
ber may  be  under  the  new  law,  I cannot  tell ; neither 
am  I particularly  concerned  with  it  at  the  moment, 
because  what  I want  is  this.  I want  the  shareholders 
in  my  companies  to  be  treated  in  the  same  way  as, 
neither  worse  nor  better  than,  the  members  of  Co- 
operative Societies. 

18.096.  I have  assumed  that  that  will  be  the  case, 
and  then  I have  asked  two  points ; first,  what  Revenue 
will  be  got  out  of  it  net;  and,  secondly,  the  amount 
of  administrative  and  public  inconvenience  that  would 
be  caused  by  the  change  ? Now  I will  pass  from  that 
to  the  last  sentence  in  your  paragraph  13.  I was 
going  to  ask  you  a few  questions  about  what  you  say 
there:  “In  truth  this  second  objection  is  a mere 
afterthought  and  belated  argument  adduced  to  bolster 
up  the  case  for  the  co-operative  exemption.”  Pre- 
sumably, you  mean  that  the  Inland  Revenue  Depart- 
ment have  been  engaged  in  a task  of  bolstering  some- 
thing up  ? — The  objection  does  not  apply  to  the  Inland 
Revenue  Department.  I should  not  dream  of  using 
such  words  about  the  Inland  Revenue  Department. 

18.097.  Thank  you;  that  is  all  I want.  I under- 
stood that  an  argument  had  been  put  forward  to 
bolster  up  the  case,  and  I wanted  to  know  who  had 
done  that? — Not  the  Inland  Revenue. 

18.098.  Then  in  paragraph  14,  you  say:  “These 
undistributed  sums  generally  comprise  at  least  the 
following  items : (a)  an  annual  10  per  cent,  reduction 
of  the  value  of  the  fixed  stock.”  Will  you  teil  us 
what  is  the  effect  of  that?  Do  you  mean  that  every 
year  there  is  added  to  reserve  a tenth  of  the  value  of 
the  fixed  stock?  Do  you  mean  by  “fixed  stock,”  the 
trading  stock? — I mean  the  fixtures  and  fittings  in 
the  shops. 

18.099.  You  do  not  mean  the  stock-in-trade? — No, 
not  the  stock-in-trade  at  all. 

18.100.  You  mean  the  fixtures.  There  is  a depre- 
ciation rate  of  10  per  cent,  on  cost? — Yes. 

18.101.  They  charge  the  renewals  to  capital,  then? 
—They  may  do  so,  but  I am  not  able  to  say  whether 
that  is  so  or  not. 

18.102.  I suggest  to  you  that  it  comes  to  the  same 
in  the  long  run,  however  you  do  it,  and  that  if  these 
societies  were  brought  under  charge  to  tax,  and  were 
allowed  renewals,  it  would  oome  to  the  same  thing 
as  this  in  the  long  run?— That  is  a matter  upon  which 
you  would  be  a better  judge  than  I am. 

18.103.  There  are  some  rather  important  figures  in 
your  paragraph  16,  which  I think  we  ought  to  ex- 
amine. When  you  begin  to  deal  with  other  societies, 
you  say  703  businesses  with  216,068  members,  and 
annual  sales  or  income  from  business,  £142,855,041? 
— Quite.  I might  explain  that  I did  not  appreciate 
at  the  time,  but  I have  since  ascertained,  that  the 
£142,000,000  includes  the  receipts  of  the  Oo-operative 
Wholesale  Banking  Societies,  and  that  the  actual 
profit  for  the  year  in  question  on  these  703  businesses 
was  only  £175,637. 

18.104.  The  greater  part  of  the  £142,000,000,  I 
think,  includes  the  actual  deposits  received  by  these 
banking  societies? — So  I understand. 

18.105.  So,  from  the  point  of  view  of  anything  other 
than  sales,  it  would  be  quite  erroneous?— Quite  erro- 
neous, but,  of  course,  I am  quoting,  copying  out 
another  document  here. 


18.106.  The  surplus  of  that  is  only  £175,000? — 
Yes. 

18.107.  Of  which  £65,000  is  distributed  as  interest 
on  share  capital,  and  is  charged? — I accept  that  from 
you. 

±3,108.  The  bulk  of  that  £142,000,000  includes  the 
money  received  on  deposits  and  current  accounts  of 
banks  and  loan  societies? — That  is  so. 

18,109.  The  bulk  of  that  represents  what  you  may 
call  the  gross  deposits  and  current  accounts  of  a bank? 
— Yes. 


18.110.  And  on  that  the  surplus  is  only  £175,000, 
of  which  £65,000  is  distributed  as  interest  and  share 
capital,  and  is  taxable  ?-  -A  es. 

18.111.  Would  you  agree  that  on  that  there  are  no 
dividends  whatever  paid  ? — I have  not  been  into  the 
accounts  to  that  extent.  If  you  say  it  is  so,  I should 
accept  that. 

18.112.  In  paragraph  17,  you  refer  to  the  large 
profits  and  dividends  which  have  been  paid  by  the 
wholesale  societies  to  the  retail  societies.  In  1917 
were  not  tho  Wholesale  Co-operative  dividends  3d.  and 
the  Scottish  dividends  54d ? — I believe  they  were. 

18.113.  Would  you  call  that  a large  dividend?— In 
the'  aggregate,  yes. 

18.114.  A little  lower  down,  you  refer  to  the  enor- 
mous investments  of  the  wholesale  society.  Ihe 
amount  would  be  approximately  £4,000,000,  would  it 
not? — I should  like  bo  refer,  if  you  please,  t-o  the 
balance  sheet  for  that. 

18.115.  "We  will  not  bother  about  that  now.  It  is 
mainly,  is  it  not,  a reinvestment  of  the  share  capital 
of  loans  from  the  members  of  the  distributing 
societies?— I should  not  accept  even  that.  If  you 
take  the  Co-operative  Wholesale  Society’s  balance 
sheet,  they  have  a distinct  surplus  of  accumulated 
reserves  or  undistribu  ted  profit,  or  whatever  you  may 
like  to  call  it,  over  their  liabilities. 

18.116.  What  tax  is  borne  by  those  large  invest- 
ments?—I understand  that  the  large  investments  of 
the  Co-operative  Wholesale  Society  are  exempt  from 
tax  under  Schedule  C and  under  Schedule  D. 

18.117.  A good  part  of  the  reserves  are  invested  in 
lands  and  buildings,  are  they  not?— A great  part  of 
the  reserves,  but  not  so  great  as  the  other  part, 
because,  if  you  take  the  balance  sheet  itself,  you  will 
find  £4,370,544  odd  on  December  23rd,  1916,  invest- 


ments apart  from  loans. 

18.118.  I want  to  see  what  money  the  Revenue  is 
already  getting  out  of  it.  As  a matter  of  fact  it 
may  come  under  Schedule  C,  but  it  filters  throug  i, 
does  it  not,  to  their  own  share  capital  and  their 
loans  to  members,  upon  which  everybody  who  is 
liable  is  charged;  or  else  it  is  in  real  property,  which 
is  charged  in  full?— Tf  these  people  are  chargeable 
to  tax,  please  let  them  be  charged  to  tax  in  the  same 
way  as  everybody  else.  If  they  are  not  chargeable 
under  Schedules' C and  D,  I do  not  see  why  they 
should  be  charged  under  Schedules  A and  B.  It  is 
not  a question  with  me  whether  the  State  would  get 
more  by  an  unjust  taxation  under  A and  B than 
they  would  if  this  exemption  were  disposed  of. 

18.119.  It  is  just  this  point.  We  are  being  invited 
to  extend  the  present  conception  of  the  word 
“ profit  ” or  “ income  ” to  cover  a conception  that 
it  does  not  at  present  cover,  on  the  ground  of  justice. 
Now,  before  that  is  done  we  have  two  points  to  look 
at:  how  much  trouble  is  involved,  and  how  much 
revenue  is  involved?  I have  accepted  for  the 
moment  that  we  do  tax  it;  I suggest  there  is  not 
much  revenue  to  be  got  out  of  it,  and  I suggest 
there  is  a lot  of  trouble  to  be  got  out  of  it.  That 

js  all  ? I am  sorry ; I do  not  agree.  I do  not  accept 

that  the  present  definition  of  “ profits  ” is  inadequate 
to  include  the  profits  of  Co-operative  Societies,  be- 
cause we  have  never  been  allowed,  and  we  have  never 
had  an  opportunity  of  taking  the  matter  to  the 
Courts  to  decide,  because  of  the  Inland  Revenue 
decision  in  1901.  Speaking  with  deference,  they 
seem  to  have  taken  upon  themselves  the  function  of 
the  Courts,  and  taken  upon  themselves  to  decide  a 
nuestion  which  ought  to  have  gone  to  the  Courts. 
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18.120.  At  what  date?— In  1901. 

18.121.  Was  there  any  change  in  the  Inland 
Revenue  attitude  to  these  particular  dividends  at 
that  date?  Were  the  dividends  chargeable  before 
that,  and  not  afterwards? — What  happened,  I 
think,  was  this.  It  occurred  with  a co-operative 
member  in  Scotland.  There  was  a dispute  with  a 
Surveyor  as  to  whether  a co-operative  dividend 
should  be  brought  into  his  Income  Tax  return  or 
not,  and  it  was  referred  to  Somerset  House,  and  then 
they  gave  the  decision  which  1 have  just  mentioned. 

18.122.  There  existed  no  general  practice  of  charg- 
ing it  before  that  date?  There  was  then  a decision 
which  effectively  decided  the  point — the  case  of 
Styles? — My  case  is  that  it  did  not,  and  I am  going 
to  ask  leave  soon  to  mention  the  opinions  of  certain 
great  founders  of  Co-operative  Societies  in  support  of 
the  view  that  they  ought  to  pay  tax,  which  would  go 
to  show  that  they  agreed  with  the  view  that  I am 
now  arguing. 

18.123.  Supposing  the  Inland  Revenue  were  to 
accept  that  they  were  to  make  a charge,  and  then 
it  was  taken  to  the  Courts,  your  view  is  that  the 
Revenue  view  would  prevail,  and  the  case  of  Styles 
would  fail? — I think  so,  undoubtedly. 

18.124.  And  that  therefore  no  Act  of  Parliament 
is  necessary? — Undoubtedly  you  must  have  an  Act 
of  Parliament,  because  you  are  not  treating  them  the 
same  as  us.  You  are  exempting  them  from  tax  upon 
their  undistributed  profits  by  reason  of  the  exemption 
in  the  Act.  They  say  that  exemption  makes  no  dif- 
ference. I say,  very  well,  if  it  does  not,  repeal  it; 
then  you  are  not  hurt.  Then  I shall  have  the  satis- 
faction that  they  are  assessed  on  their  undistributed 
profits,  and  then  if  the  Inland  Revenue  decision  of 
1901  were  reversed  I should  be  able  to  take  a test 
case  to  the  Courts  with  Mr.  A.,  B.  or  C.,  and  lay 
an  information  that  he  has  not  returned  his  dividends, 
and  then  I could  get  a decision  myself.  I am  quite 
prepared  to  do  that. 

18.125.  Dr.  Stamp:  It  does  involve  having  some- 
thing in  the  Statute  itself. 

18.126.  Mr.  Kerly : May  I suggest  that  having 
regard  to  this  section,  it  involves  it  in  the  case  where 
there  are  sales  to  members  only,  but  it  does  not 
involve  any  statutory  change  where  the  society  sells 
to  outsiders. 

18.127.  Mr.  May:  And  limits  the  number  of  its 
shares. 

18.128.  Dr.  Stamp:  There  are  two  conditions. 

18.129.  Mr.  Kerly:  Yes,  the  second  of  them  is 
always  complied  with;  the  first  sometimes  is  and 
sometimes  is  not. 

18.130.  Dr.  Stamp : Both  conditions  have  got  to 
apply  before  the  charge  exists. 

18.131.  Mr.  Kerly:  Before  there  is  an  exemption. 

18.132.  Mr.  May : Which  is  the  one  which  is  always 
complied  with,  Mr.  Kerly? 

18.133.  Mr.  Kerly : Limiting  the  number  of  shares. 
Is  not  that  right — that  every  society  limits  the  num- 
ber of  shares  held  by  members? 

18.134.  Mr.  May:  No. 

18.135.  Mr.  Kerly:  I thought  it  was. 

18.136.  Dr.  Stamp:  I do  not  think  it  is  worth  pur- 
suing ; I only  want  to  show  the  importance,  before  one 
asks  for  a change  of  the  law,  of  seeing  whether  there 
is  any  money  to  be  gained  and  whether  there  is  a lot 
of  trouble  to  be  taken,  before  arriving  at  a prac- 
tically negligible  result  of  theoretical  justice? — I do 
not  agree  at  all.  You  certainly  will  get  a large  amount 
of  tax  and  the  mere  fact  that  there  is  trouble  in 
getting  it  does  not  matter;  it  is  the  duty  of  the 
authorities. 

18.137.  I would  not  place  much  store  on  the  second 
point,  but  assuming  there  is  little  revenue  or  none  at 
a'l,  then  you  would  agree  that  one  ought  to  look  at 
ir,  very  carefully  before  one  incurs  administrative 
expense? — In  that  event  I should  agree,  but  I do 
not  agree  that  the  result  of  the  tax  would  be  small. 
If  I might  go  back  to  a previous  question  for  a 
moment,  although  the  Inland  Revenue  decision  applies 
in  terms  to  societies  which  sell  to  members  exclu- 


sively, in  point  of  actual  practice,  certainly  according 
to  the  quarterly  assessment  form,  the  Inland  Revenue 
opinion  has  been  extended  to  all  societies,  whether 
they  sell  exclusively  to  members  or  to  non-members 
also.  I want  to  correct  that. 

18.138.  Mr.  May : First  as  to  this  point  raised  by 
Mr.  Kerly,  I would  like  that  to  be  clear,  and  i 
would  like  to  know  your  view.  The  Statute  at 
present  says  that  a Co-operative  Society  shall  have 
exemption  under  Schedules  C and  D if  it  does  not 
limit  its  shares  or  sell  to  non-members? — Quite. 

18.139.  With  regard  to  limiting  its  shares,  section 
24  does  not  mean  that  the  number  of  shares  to 
an  individual  should  be  limited,  because  that  is 
already  provided  for  by  Statute,  but  it  refers  to  the 
total  number  of  shares  issued  by  the  society? — Yes; 
that  you  would  know,  Sir. 

18.140.  It  is  a point  that  has  arisen  in  the  evidence, 
and  I wanted  to  make  that  clear. 

18.141.  Dr.  Stavip:  I do  not  quite  follow  that. 

18.142.  Mr.  May:  The  meaning  of  section  24  is  not 
that  the  number  of  each  member’s  shares  shall  be 
limited;  that  is  settled  by  another  provision  in  the 
Statute;  they  are  limited  to  £200  each;  the  limita- 
tion of  the  shares  of  the  society  referred  to  in 
section  24  is  a limitation  of  the  total  number  of 
shares  issued  by  the  society ; in  other  words,  taking 
power  to  refuse  the  admission  of  a new  member 
because  the  share  list  is  full? — If  I may  say  so,  I 
quite  agree  with  what  Mr.  May  has  said,  that  that 
is  so;  and  the  reason  of  it  is  this.  In  1879  a great 
question  arose  as  to  whether  the  Civil  Service  Supply 
Association  ought  to  pay  tax  or  not,  and  a number 
of  co-operative  members  gave  evidence  on  the  sub- 
ject; and  the  distinction  between  the  Civil  Service 
Supply  Association  and  the  Co-operative  Societies  now 
in  question  was  that  the  Civil  Service  Supply  Asso- 
ciation limited  the  aggregate  number  of  their  shares 
and  the  present  Co-operative  Societies  did  not. 

18.143.  Mr.  May:  That  is  so.  As  a result  the 
Civil  Service  Supply  Association  does  not  enjoy  the 
benefits  of  that  section,  Lut  is  directly  assessed  to 
Income  Tax,  because  it  limits  its  share  list;  it  only 
admits  members  or  shareholders  at  its  option,  and  it 
also  sells  to  non-members.  The  vast  majority  of 
Co-operative  Societies  do  not  limit  the  number  of 
their  shareholders  or  members ; they  are  always 
willing  to  take  in  fresh  shareholders,  each  of  whom 
however  is  limited  to  a holding  of  £200  in  the 
society,  by  another  section  of  the  Statute. 

18.144.  Mr.  Marks:  May  I ask  this  in  order  to 
elucidate  this  point  a little  further.  If  the  number 
of  shares  is  unlimited  in  any  of  these  societies,  can 
they  sell  goods  without  limit  to  non-members? 

18.145.  Mr.  May:  Yes,  there  is  no  limitation  of 
that.  I am  not  in  the  witness  chair,  but  perhaps  I 
may  answer  this.  Owing  to  the  constitution  of  the 
societies  it  is  not  to  the  advantage  of  a non-member 
to  trade  to  any  extent,  and  in  fact  they  do  not. 
(To  Witness) : I gather  from  your  answers  to  Dr. 
Stamp  that  you  agree  that  what  you  propose  cannot 
be  brought  about  except  by  an  alteration  of  the 
law? — Only  partly.  An  alteration  of  the  law  is 
necessary  to  reach  the  profits  which  are  retained  and 
not  distributed  by  the  societies,  but  if  it  were  not 
for  the  Inland  Revenue  opinion  of  1901  declaring 
that  co-operative  dividends  were  not  profits,  then  I 
should  take  steps  against  some  individual  co-operator 
and  get  a judicial  declaration  whether  they  were 
profits  or  not. 

18.146.  You  are  aware  that  that  opinion  of  1901 
was  affirmed  by  the  Departmental  Committee  in 
1904,  which  was  a responsible  and  expert  com- 
mittee?— I have  urged  that  they  wore  wrong  in  that. 

18.147.  We  will  come  to  that,  but  you  are  aware 
that  they  did  definitely  and  explicitly  affirm  it? — 
They  did  do  so. 

18.148.  The  main  contention  underlying  all  your 
paper,  I think  you  will  admit,  is  that  you  think  that 
that  Departmental  Committee  as  well  as  the  Inland 
Revenue  authorities,  including  the  Chairman  of  the 
Board  of  Inland  Revenue  and  the  Treasury,  were 
all  wrong? — They  were  quite  wrong,  because  they 


MINUTES  OF  EVIDENCE. 


901 


22  October , 1919.]  Mr.  Michael  Frederick  Cahill.  [ Continued . 


did  not  know  the  facts;  and  they  were  acquainted 
only,  as  1 imagine,  with  the  Civil  Service  Co-opera- 
tive Societies  in  London,  and  they  thought  that  the 
principles  attaching  to  the  London  co-operation  were 
the  same  as  those  attaching  to  the  Rochdale  co- 
operation, and  that  led  them  astray.  Furthermore, 
they  did  not  know  the  trade. 

18.149.  But  is  it  not  a fact  that  they  had  co- 
operative witnesses  before  them  and  a full  state- 
ment of  the  evidence? — They  had  co-operative  wit- 
nesses before  them  and  a full  statement  of  the 
evidence,  but  I do  not  agree  that  the  evidence  was 
quite  accurate.  If  this  question  of  tax  were  merely 
a question  of  taking  the  statements  of  the  co-opera- 
tive witnesses  as  accurate,  the  question  would  be 
decided  in  my  favour  right  away,  because  of  other 
statements  by  the  leaders  of  your  societies,  which  I 
wish  to  produce  hereafter. 

18.150.  Do  you  suggest  that  the  same  limit  of  error 
crept  into  the  memorandum  of  Sir  Laurence  Guille- 
mard,  which  was  presented  to  the  Committee,  and 
which  took  into  account  the  whole  of  the  Co-operative 
Societies  in  the  country  explicitly? — I have  the 
greatest  respect  for  the  Chairman  of  the  Board  of 
Inland  Revenue,  but,  with  the  greatest  deference 
in  the  world,  I have  never  been  able  to  understand 
fully  what  that  statement  referred  to. 

18.151.  You  have  given  us  your  opinion  in  your 
paper,  but  the  point  I asked  you  was,  whether  you 
thought  he  was  ignorant  of  the  societies  and  their 
constitution  and  operations  in  the  same  way  that 
you  suggest  that  the  Committee  generally  were 
ignorant? — I do  suggest  it,  yes. 

18.152.  That  he  was  ignorant? — That  he  was 
ignorant. 

18.153.  In  spite  of  the  fact  that  he  deals  almost 
solely  with  them  and  their  constitution? — In  spite  of 
that. 

18.154.  I am  not  going  into  the  theoretical  case; 
that  has  been  exhausted,  I suggest;  and  these  are 
one  or  two  general  points.  You  are  aware,  are  you 
not,  that  the  British  Association  of  Chambers  of  Com- 
merce and  various  other  responsible  representatives 
of  companies  trading  generally  in  the  country  have 
given  evidence  which  is  totally  opposed  to  yours  on 
this  point? — I know  they  have  given  evidence,  but 
I am  not  sure  that  it  is  totally  opposed  to  my  own. 
On  the  contrary,  I have  read  the  evidence  very  care- 
fully, and  while  they  all  agree  in  the  objection  1 
urge,  that  the  Co-operative  Societies  should  pay  tax, 
if  you  will  refer  to  the  evidence  of  the  witnesses  I 
think  you  will  find  that  Sir  James  Martin  said  lie  had 
not  made  a study  of  the  question,  Mr.  Currie  said  he 
was  not  very  well  acquainted  with  the  matter,  and 
Mr.  Cash  also  qualified  liis  own  personal  opinions, 
although  it  is  quite  true  that  Mr.  Currie  did  say 
that  he  accepted  the  view  that  those  were  not  profits 
in  the  ordinary  sense. 

18.155.  Is  not  that  all  that  is  material — that  he 
does  accept  as  authoritative  and  conclusive  the  finding 
i f the  Departmental  Committee? — No. 

18.156.  I mean  material  to  my  question — that  they 
were  opposed  to  your  evidence? — I think  it  is  all 
qualified  by  this  statement  about  the  vagueness  of 
his  own  information  and  not  having  studied  the 
matter. 

18.157.  I suggest  to  you  that  when  it  comes  to  a 
practical  question  of  legislation  for  dealing  with  this 
matter  you  are  making  rather  a large  draft  upon 
cur  judgment  when  you  ask  the  Commission  to  set 
aside  the  considered  opinions  of  every  Chancellor  of 
the  Exchequer,  irrespective  of  Party,  of  every  official 
of  the  Board  of  Inland  Revenue,  ‘of  the  Departmental 
Committee  that  was  set  up,  of  the  associations  of 
trade  that  have  given  their  evidence  here,  and  of  the 
views  on  the  economical  point  of  professors  of  political 
economy  of  standing  in  the  country? — It  all  sounds 
very  formidable,  but  I do  not  know  that  one  statement 
gains  any  force  if  it  is  repeated  by  20  people ; and 
if  it  oi'iginates  from  one  man  who  was  under  a mis- 
apprehension of  fact,  it  does  not  seem  to  me  to  carry 
any  authority  whatever. 

18.158.  That  sounds  a very  nice  rounded  answer, 
but  I suggest'  to  you  that  those  conclusions  have  been 


arrived  at  by,  say,  at  least  20  different  people 
approaching  it  quite  independenr/iy,  and  many  of 
them  outside  of  official  circles,  and  that  they  do  in 
fact  represent  the  general  body  of  considered  opinion 
on  this  matter,  even  of  people  who  are  not  interested 
in  Co-operative  Societies? — The  common  every-day 
opinion  of  the  public  at  large  or  persons  who  have 
gone  into  the  matter  and  considered  it 

18.159.  Not  the  public  at  large  ?— Although  I 
attach  the  greatest  possible  respect  to  it,  and  a great 
deal  more  respect  to  it  probably  than  many  other 
people  do,,  on  account  of  my  long  professional  train- 
ing, yet  notwithstanding  all  that,  I persist  most 
respectfully  in  everything  I have  said  in  this  state- 
ment, and,  with  the  Chairman’s  kind  permission,  I 
want  to  emphasize  that  with  some  new  matter  be- 
bore  the  meeting  closes. 

18.160.  Chairman:  The  statement  you  wish  to 

make  I think  you  had  better  make  now,  because  you 
may  be  examined  on  that? — Thank  you  very  much. 
What  I want  to  say  is  this.  I want  to  say  how  this 
exemption  came  about,  that  when  it  came  about  it 
was  granted  subject  to  certain  conditions  which  have 
disappeared,  and  that  in  the  opinions  of  the  founders 
of  the  Co-operative  Societies  themselves  the  exemp- 
tion is  no  longer  tenable.  I attempt  to1  show  that  in 
this  way.  The  legislation  for  Co-operative  Societies 
was  initiated  and  brought  about  by  certain  legal 
gentlemen,  Mr.  Vansittart  Neale,  Mr.  J.  M.  Ludlow, 
Mr.  It.  A.  Slaney,  and,  I believe.  Judge  Hughes.  It 
was  brought  about  in  consequence  of  a report  on  the 
savings  of  the  middle  working  classes  in  1850,  of 
which  I have  a copy  here.  The  idea  underlying  the 
whole  of  the  Act  at  that  time  was  that  individual 
working  men  should  be  entitled  to  enter  into  a 
working  partnership  amongst  then  selves  notwith- 
standing that  their  numbers  excised  25,  and  that 
they  should  devote  their  individual  labour  to  their 
business,  and  that  the  profits  of  the  business  result- 
ing from  the  sale  of  their  labour  should  be  applied 
in  forming  a provident  fund  for  the  benefit  of  them- 
selves, their  wives,  their  families  and  their 
dependants,  after  the  analogy  of  a Friendly  Society  • 
and  it  was  only  when  that  provident  fund  was 
formed  that  the  balance  was  to  be  divided  amongst 
the  members.  The  reason  that  that  came  about  was 
because  at  that  date,  under  the  Companies  Act,  1844, 
associations  of  more  than  25  members  were  not  recog- 
nized by  the  law;  and  therefore  there  was  no  pro- 
tection to  their  property,  and  they  could  take  no  pro- 
ceedings to  protect  themselves.  It  was  brought  about 
by  those  benevolent  legal  gentlemen  because  mainly 
of  an  association  of  working  tailors — in  Castle  Street, 
Bloomsbury,  I believe,  the  addres;  was.  The  objects 
at  which  they  aimed  were  most  admirable.  The 
whole  idea  was  from  start  to  finish  that  an  industrial 
working  partnership  of  men  without  capital  should 
be  able  to  be  constituted  at  law  without  much  ex- 
pense. That  was  the  whole  idea,  and  it  is  all  set 
out  in  this  report  at  great  ’engtb.  But  when  it 
came  to  the  question  of  applying  the  benefits  of  the 
Friendly  Societies  Act  to  this  combination,  every- 
body was  quite  agreed  except  the  Chancellor  of  the 
Exchequer,  and  when  it  came  to  the  Industrial  and 
Provident  Societies  Act  of  1852  he  inserted  limita- 
tions -rhieh  prevented  this  society  getting  any  ex- 
emption from  Income  Tax  and  from  stamp  duty, 
and  it  is  only  by  a side  wind  or  a decision  of  the 
Inland  Revenue  that  the  Income  Tax  exemption 
ever  came  into  force  at  all ; in  this  way : that  in  1842 
the  Friendly  Societies  got  exemption  from  Income 
Tax  upon  their  investments  under  Schedule  C.  The 
reason  of  that  I need  not  go  into  at  the  moment, 
but  they  cot  exemption  under  Schedule  C in  1842, 
and  therefore  the  Industrial  and  Provident  Societies 
Act,  1852,  said  a society  under  this  Act  shall  not 
imest  in  the  public  funds.  That  took  away  the 
whole  benefit  of  exemption  from  Income  Tax.  Then 
vou  have  the  argument  about  stamp  duty,  and  it  is 
said  by  clause  12:  “No  exemption  from  stamp 

duties  allowed  by  the  laws  relating  to  Friendly 
Societies  shall  apply  to  any  society  constituted  under 
the  provisions  of  this  Act.”  I may  mention  that 
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a.t  that  date  stamp  duties  was  the  technical  name 
for  Probate  and  Legacy  Duty,  under  the  Stamp 
Act  of  1815.  I gather  from  the  evidence  in  this 
report  that  the  origin  of  the  limit  of  £2G0  imposed 
by  the  Act  of  1852  rested  also  with  the  Chancellor 
of  the  Exchequer,  because  Mr.  H.  B.  Ker,  at  page 
66,  says:  “It  so  happens  that  a Friendly  Society 
may  establish  an  insurance  company  and  the  parties 
may  designate  a nominee,  that  is,  a person  who, 
when  a life  dies,  receives  the  money  and  does  not 
pay  the  Probate  or  Legacy  Duty.”  Of  course,  the 
Chancellor  of  the  Exchequer  gets  hold  of  that  and 
says:  “ If  you  alter  the  Friendly  Societies  Act,  you 
must  prevent  any  further  insurance  beyond  £200 
because  I lose  the  Legacy  and  Probate  Duty  to 
that  extent  after  £200.” 

18.161.  For  what  purpose  are  you  reeding  this?— 
I want  to  show  you  that  this  exemption  was  granted 
to  these  societies  because  they  were  at  that  date 
intended  to  be  Friendly  Societies,  and  that  they  got 
the  benefit  as  a Friendly  Society  and  not  as  traders 
at  all ; on  the  contrary,  the  Chancellor  of  the  Ex- 
chequer refused  it  as  traders. 

18.162.  That  is  your  contention  of  the  origin  of 
this? — That  is  my  contention  of  the  origin  of  this. 
Then  you  may  say  at  once,  if  the  exemption  was  not 
granted  by  the  Act  of  1852,  why  was  it  granted? 
There  I quote  Sir  Laurence  Guillemard’s  report'  of 
1905:  “ The  Income  Tax  Act  of  1853  gave  exemption 
under  Schedules  C and  D to  any  Friendly  Society 
legally  established  under  any  Act  of  Parliament 
relating  to  Friendly  Societies.”  That  was  the  case 
with  these  societies,  and  it  was  under  the  1853  Act 
that  these  societies  got  exemption. 

18.163.  Mr.  May:  The  Friendly  Societies? — No. 
the  Co-operative  Societies.  They  all  got  exemption 
under  the  1853  Act,  and  not  under  the  1852  Act  at 
all.  Then  Sir  Laurence  Guillemard  goes  on  and  he 
quotes  again:  “At  that'  time  Friendly  Societies 
enjoyed  an  exemption  under  Schedule  C,  and  this 
was  extended  to  Schedule  D by  section  49  of  the 
1853  Act.”  I have  just  referred  to  the  position  under 
that  Act,  and  it  is  because  of  the  interpretation 
placed  upon  that  Act,  and  I think  rightly  placed 
upon  that  Act,  that  the  Co-operative  Societies  got 
this  exemption  at  the  start.  Then  Sir  Laurence 
Guillemard  says : “ These  exemptions  in  favour  of 
Friendly  Societies  were  regarded  as  applicable  also 
to  Industrial  and  Provident  Societies  by  virtue  of 
the  provisions  of  section  8 above  referred  to.”  That 
is  the  Act  of  1852,  which  gave  the  benefits  of  Friendly 
Societies  generally  to  all" these  societies.  So  that  if 
you  read  the  Savings  of  the  Middle  Classes  report  of 
1850  it  is  impossible  not  to  come  to  the  conclusion 
that  this  exemption  from  tax  originated  because  of 
their  provident  and  friendly  character,  because  they 
were  of  the  nature  of  Friendly  Societies;  and  I am 
not  quarrelling  with  that  decision  at  that  time  in  the 
slightest  degree,  because  I agree  with  it  in  every  wav. 
Under  that'  Act  they  were  subject  to  all  the  restric- 
tions of  Friendly  Societies.  They  could  not  hold  more 
than  one  acre  of  land  and  there  were  certain  other 
restrictions,  and  amongst  other  things  they  were 
subject  to  a condition  that  no  insurance  could  be 
granted  by  the  society  to  any  member  or  other 
person  of  any  sum  exceeding  £200  or  any  annuity 
exceeding  £30. 

18.164.  Chairman  : Is  there  any  value  in  going 
further  into  this?  You  have  given  the  general  posi- 
tion why  you  bring  this  up,  but  is  it  anything  of 
deep  interest  to  the  Commission  that  you  should 
continue  this  summary  now? — There  is  one  point 
which  I regard  as  of  very  great  importance,  but  1 
can  skip  a great  deal  of  this,  and  I will  do  so. 

18.165.  The  members  of  the  Commission  do  not 
want  to  go  into  any  question  which  is  not  directly 
before  us? — You  have  it  explained  that  the  interest 
of  a member  of  a Co-operative  Society  was  limited 
to  £200.  It  was  limited  to  £200  in  the  funds  of  the 
society,  and  that  limit  was  put  in,  as  I gather, 
jr.  order  to  save  Legacy  and  Probate  Duty  on  sums 
exceeding  £200.  It  was  because  under  the  Friendly 
Societies  Act  people  could  make  a nomination  of 


the  funds  in  the  society  to  anybody  they  liked,  and 
you  could  get  the  money  out  of  the  society  without 
taking  out  probate  or  administration.  Other 
societies  did  not  have  the  right  of  nomination  and 
there  was  no  question  of  losing  Legacy  or  Probate 
Duty  in  that  case;  therefore  the  Act  of  1867  said 
that  another  registered  society  might  hold  any  in- 
terest of  shareholding  in  the  society.  Then  matters 
developed  very  considerably,  and  the  trading  of  these 
people  increased  very  largely — and  I think  they  de- 
serve every  credit  for  it — and  then  you  had  the  ques- 
tion arise  in  1871  of  how  they  could  get  rid  of  this 
limit  of  £200.  The  opinion  of  Mr.  Vansittart  Neale, 
a founder  of  the  societies,  given  to  the  Co-operative 
Congress  in  1871,  was  as  follows. 

18.166.  What  is  the  point  now  of  going  further? 

-It  is  of  very  great  importance  to  my  distinction 

between  Co-operative  Societies  and  limited  liability 
companies ; because  he  takes  exactly  the  same  atti- 
tude that  I have  taken  to-day,  and  I should  very 
much  like  to  read  it,  if  you  please.  He  says:  “ An 
attempt  to  enlarge  the  limit  to  which  investors  in 
Industrial  and  Provident  Societies  are  now  confined 
would  be  inevitably  accompanied  by  the  condition 
of  abandoning  the  exemptions  from  taxation  which 
these  societies  now  possess,  since,  if  these  exemptions 
uere  retained,  it  is  plain  that  joint  stock  companies 
would  be  generally  formed  under  the  Industrial  and 
Provident  Societies  Act,  while  if  the  same  charges 
are  imposed  in  both  cases,  the  question  would  cer- 
tainly be  raised  why  a double  machinery  for  creating 
commercial  corporations  should  be  kept  up,  and  there 
would  be  a likelihood  of  the  Industrial  Societies 
being  brought  under  the  general  system  of  registra- 
tion applied  to  commercial  bodies,  a change  which 
would  be  a very  doubtful  benefit  to  them.  The 
present  law  puts  no  restriction  on  the  amount  which 
one  society  may  invest  as  a body  in  the  funds  of 
another,  and  thus  makes  it  possible  for  large  and 
wealthy  societies  to  aid  to  any  required  degree  the 
development  of  other  societies,  and  to  offer  definite 
advantages  for  investing  large  amounts  of  capital 
which  they  possess ; also  individuals  who  desire  to 
invest  more  than  £200  in  any  Industrial  Society 
may  now  do  so  by  lending  money  to  societies 
desirous  of  borrowing  it,  and  the  present  Acts  give 
facilities  for  the  transformation  of  an  industrial 
company  into  a joint  stock  company,  if  it  feels  itself 
to  have  attained  a magnitude  where  the  limit  to  the 
amount  of  investment  becomes  a fetter  while  the 
additional  cost  of  belonging  to  the  joint  stock  system 
is  immaterial ; but  to  those  societies  which  have  not 
attained  this  stage,  the  exemptions  which  they  enjoy 
under  the  present  law  offer  no  inconsiderable  ad- 
vantage. Therefore  I cannot  but  think  that  any 
attempts  to  alter  the  law  in  this  respect  are  likely 
to  be  injurious  to  co-operative  progress,  and  should 
not  be  made.”  The  limit  of  £200  has  long  since  gone 
by  the  board,  by  reason  of  the  permission  to  lend 
money  freely;  they  issued  two  million  bonds  tlr.s 
year.  It  has  also  gone  by  the  board  by  the  device  of 
open  membership  and  putting  shares  into  the  names 
of  wife  and  children.  It  has  also  gone  by  the  board 
by  the  declaration  of  policy  of  the  Co-operative 
Societies  this  year  and  last  year  that  they  are  out 
to  do  away  with  the  £200  limit  of  exemption  alto- 
gether in  their  societies.  That  is  a settled  part  of 
their  policy,  declared  by  their  Congress.  Therefore 
you  see  the  attitude  I am  taking  to-day,  which  is 
this.  We  feel  that  if  these  exemptions  are  to  con- 
tinue, the  very  existence  of  all  limited  companies  is 
at  stake;  and  we  say:  abolish  the  £200  exemption: 
it  does  not  matter  twopence,  because  they  have 
already  abolished  it  themselves  in  practice  long 
since,  and  therefore  they  : re  perfectly  reasonable 
in  their  attitude;  hut  then  bring  them  under  the 
Companies  Acts  and  let  them  pay  tax  on  such  profits 
as  they  may  be  judicially  declared  to  make.  That 
is  all  I want  to  say,  thank  you. 

18.167.  Mr.  May:  T tvould  remind  the  Commission 
that  the  point  that  Mr.  Cahill  has  brought  out  as 
to  the  origin  of  the  exemption  of  Co-operative 
Societies,  I put  before  you  thi9  morning  in  the 
examination  of  Mr.  Walker.  But  the  point  I want 
to  put  to  Mr.  Cahill  is  this.  However  it  crept  into 
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the  original  Act,  if  he  had  gone  on  with  his  resume 
of  the  legislation,  he  would  have  told  us  that  in  1807, 
and  in  1880,  and  in  1893,  legislation  expressly  for 
Industrial  and  Provident  Societies  was  passed,  in 
which  this  matter  was  reviewed  and  re-inserted  in  a 
more  definite  form. — That  is  perfectly  correct,  but 
I have  not  been  able  to  find  any  discussion  in  Parlia 
ment  on  the  point;  and  most  of  these  Statutes  are 
codifying  Statutes. 

18.168.  I suggest  to  you  that  the  fact  that  you  can 
find  no  discussion  in  Parliament  is  immaterial,  and 
that  at  this  period,  and  with  the  methods  of  legis- 
lation which  operate  to-day,  it  has  not  very  much 
bearing,  when  we  get  legislation  of  a most  drastic 
character  affecting  the  whole  community,  passed  in 
two  days ; and,  further,  I presume  you  are  on  the 
point  of  the  Select  Committee  which  dealt  with  this 
Act.  That  Select  Committee  was  appointed  by  the 
House  of  Commons  to  deal  with  that  particular  legis- 
lation, as  Committees  are  to-day  appointed  to  deal 
with  legislation ; which  is  obviously  necessary  for 
carrying  on  the  business  of  the  House,  and  no  com- 
plaint lies  against  the  Act,  against  Parliament,  or  the 
co-operative  movement,  on  the  ground  of  it  having 
been  dealt  with  by  a Select  Committee? — No  com 
plaint  at  all  lies  against  the  Co-operative  Societies. 

18.169.  Nor  against  Parliament? — No  complaint 
ever  does  lie  against  Parliament. 

18.170.  Chairman : Do  you  accept  that — that  this 
position  was  carried  out  in  these  particular  clauses? 
— I have  no  knowledge  of  any  Committee  sitting  on 
any  of  these  Acts. 

18.171.  You  do  not  know  that? — I do  not  know 
that. 

18.172.  Mr.  May : I will  remind  you  that  it  has 
been  put  in  evidence  to-day  that  one  of  these  Acts 
-Mor  the  moment  I forget  the  date — did  not  receive 
a moment’s  discussion  in  Parliament,  and  that  it  was 
dealt  with  by  a Select  Committee.  The  point  that 
I am  putting  is  that  that  is  no  objection  to  the 
legislation,  because  heaps  of  enactments  are  placed 
upon  the  Statute  Book  in  exactly  the  same  way,  and 
their  authority  is  not  questioned  on  the  ground  that 
they  were  dealt  with,  with  the  consent  of  the  House, 
by  a Select  Committee? — I quite  agree. 

18.173.  Now  to  come  back  to  the  point  that  you 
have  just  last  mentioned — open  membership.  Even 
admitting  that  open  membership  has  increased 
recently,  I suggest  to  you  that  it  is  not  a recent 
innovation  in  Co-operative  Societies,  but  it  has  been 
an  established  custom  and  practice  with  a large 
number  of  societies  for  many  years — for  thirty  years? 
— It  may  be  so. 

18.174.  And  that,  therefore,  it  is  not  a new  feature 
in  the  methods  of  propaganda  of  the  co-operative 
movement.  With  regard  to  the  two  million  bonds, 
you  would  admit  that  those  two  millions  have  been 
subscribed,  not  by  individuals,  but  by  societies? 

18.175.  Mr.  Pretyman : Could  you  tell  us  what  you 
mean  exactly  by  “ open,”  there?  I understood  just 
now  that  the  share  capital  had  to  be  unlimited,  so 
that  anybody  might  be  able  to  join. 

18.176.  Mr.  May:  The  point  is  that  it  is  frequently 
stilted  that  each  shareholding  member  is  the  head  of 
a household,  and  in  some  societies,  at  the  present 
time,  particularly  in  Scotland,  a second  member  in 
one  family  is  refused.  If  a man  is  a member,  his  wife 
may  not  be  a member,  and  vice  versa;  but  a different 
practice  now  obtains.  As  a matter  of  fact,  my  wife 
and  I are  both  members  of  our  local  Co-operativo 
Society,  and  always  have  been.  That  is  open  member- 
ship admitting  as  many  members  of  the  family  as 
\°u  wish.  (To  Witness.)  As  I was  saying,  the  two 
million  bonds  have  been  subscribed  by  societies,  and 
they  do  not  necessarily  represent  any  large  accretion 
or  wealth  to  individual  co-operators? — I did  not  know 
that.  In  reading  the  Co-operative  News,  I saw  ad- 
vertisements offering  these  bonds,  and  I thought  oi 
taking  some  of  them  myself. 

18.177.  So  did  I,  but  I missed  it.  With  regard  to 
raising  the  limit,  that,  I admit,  is  a fixed  policy, 
xou  might  have  reminded  the  Commission  that  it  was 


included  in  the  proposals  for  amending  the  Act  of 
1893.  Some  questions  that  i wanted  to  ask  you  have 
been  covered  by  your  supxdemental  statement.  With 
regard  to  Mr.  Neale,  who  is  probably  the  most 
venerated  of  our  Founders,  I suggest  that  Mr.  Neale 
is  dead,  and  that  what  he  said  50  years  ago  is  no 
more  apropos  than  what  Mr.  Gladstone  6aid  in  1868. 
In  your  paragraph  8,  you  say  there  are  more  than 
4,000' Co-operative  Societies  registered.  I do  not  want 
to  make  much  point  on  that,  except  that  I suggest 
to  the  Commission  generally  that  your  statement  gives 
rather  a wrong  impression.  Is  it  not  a fact  that  of 
the  societies  comprised  in  the  Co-operative  Union, 
practically  the  whole  of  the  societies  are  included 
which  come  under  the  provisions  of  this  section? — 1 
am  not  sure  whether  that  is  so  or  not,  but  it  is  quite 
certain  that  the  societies  comprised  in  the  Co-opera- 
tive Union  do  nearly  the  whole  of  the  trade  affected 
by  this  section. 

18.178.  The  figures  1 put  to  you  are  that  the 
societies  in  the  Co-operative  Union  include  three  and 
a half  million  members,  while  the  societies  included 
in  the  remainder  that  go  to  make  up  that  4,000,  do 
not  reach  the  total  of  a quarter  of  a million? — I be- 
lieve that  is  so. 

18.179.  And  that,  generally  speaking,  the  societies 
comprised  in  that  quarter  of  a million,  carry  on  their 
operations  in  such  a way  as  to  be  liable  to  Income 
Tax,  and  not  to  enjoy  the  benefits  of  the  section? — 
The  societies  not  comprised  in  the  Union. 

18.180.  A large  proportion  of  them;  not  all  of  them, 
but  a large  proportion — the  agricultural  and  pro- 
ductive societies? — I have  no  knowledge  of  that,  but 
in  making  up  my  figures  I have  relied  on  the 
Registrar’s  Reports,  and  I do  not  feel  justified  in 
attempting  to  go  outside. 

18.181.  You  say  that  there  are  many  co-operators 
in  favour  of  Income  Tax.  I confess  that  was  news  to 
me.  Can  you  give  us  any  evidence  of  that? — The 
statement  was  made  to  me  by  a gentleman  of  some 
authority  in  the  Co-operative  Union.  The  reason 
which  he  gave  for  it  was  because,  if  the  tax  were  im- 
posed, you  would  so  reduce  the  prices  that  there 
would  be  no  tax  to  collect.  That  was  his  reason. 

18.182.  And  that  was  probably  his  individual 
opinion? — It  may  very  well  have  been  so. 

18.183.  You  do  not  suggest  that  there  is  any 
general  body  of  people  in  the  co-operative  movement 
who  are  making  themselves  vocal  or  active  in  urging 
Income  Tax  in  order  to  get  lower  prices? — No;  1 do 
not  suppose  any  of  them  want  to  pay  tax,  any  more 
than  I do, 

18.184.  Now  with  regard  to  the  point  of  reducing 
the  price  of  goods  so  as  to  make  no  profit,  and  there- 
fore incur  no  liability  to  the  tax.  You  think  that 
that  is  impracticable? — I do,  and  for  this  reason  : that 
the  Civil  Service  Supply  Association  was  formed  for 
that  express  purpose,  and  in  six  years  they  accumu- 
lated £93,000.  I got  the  figures  from  the  1879  Report 
on  Co-operative  Stores.  They  were  formed  for  that 
very  object,  and  yet  accumulated  £93,000  in  six  years. 
Does  it  not  go  without  saying? 

18.185.  I suggest  to  you  again,  that  the  Civil  Service 
Supply  Association  was  of  a special  and  peculiar  type, 
ana  probably  the  only  one  in  the  country  that  answers 
to  your  early  description  of  co-operators  as  being 
largely  below  the  middle  class,  and  that,  therefore,  the 
operations  of  the  society  were  at  that  period,  at  all 
events,  very  considerably  limited? — I can  hardly 
accept  that,  and  1 do  not  think  the  Civil  Service 
would  like  you  to  speak  of  them  in  that  way. 

18.186.  I suggest  to  you  that  there  was  a consider- 
able limitation,  and  that  if  that  condition  of  things 
operated — yon  have  quoted  the  Stratford  Society  and 
the  Plymouth  Society,  and  I have  quoted  the  Wool- 
wich Society — particularly  if  it  operated  in  those 
societies,  it  would  be  of  real  assistance  to  their  exten- 
sion?-—Do  you  mean  if  they  reduced  prices,  they 
would  get  more  members? 

18.187.  I understood  you  to  say  that  the  .Civil  Ser- 
A'ice  Supply  Association  were  in  the  difficulty  that  at 
the  end  of  a few  years  they  accumulated  £93,000? — 
That  is  so. 
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18.188.  And  I suggest  that  they  would  not  have 
accumulated  that  large  amount,  of  money  if  they  had 
had  the  same  opportunities  of  extension  that  the 
ordinary  Co-operative  Societies  have? — The  only 
authority  I have  to  speak  about  the  matter  is  the 
Report  of  1879  on  Co-operative  Stores  and  the  evi- 
dence given  there;  so  far  as  that  evidence  goes,  I 
should  not  be  able  to  accept  it. 

18.189.  Chairman : I do  not  think  we  need  go  into 
that. 

18.190.  Mr.  May : A good  deal  has  been  made  of 
the  accumulated  reserves  of  the  Co-operative  Societies, 
and  you  admitted,  in  reply  to  Dr.  Stamp,  that  they 
had  been  accumulated  over  a large  number  of  years!-' 
— A great  number  of  years. 

18.191.  But  I gather  that  you  suggest  that  reserves 
are  being  accumulated  at  a very  rapid  rate  at  the 
present  time,  and  they  ought  to  be  subject  to  Income 
Tax? — I do  not  say  reserves  are  being  accumulated 
at  a rapid  rate  now,  and  I am  not  saying  that  the 
accumulation  of  reserves  by  Co-operative  Societies  was 
not  a very  proper  policy  on  their  part.  I think  it 
was,  because  their  shares  are  withdrawable  at  any 
time,  and  if  the  societies  wish  to  avoid  ruin,  it  is 
necessary  to  have  a capital  and  to  have  a fixed  capi- 
tal, if  they  can  get  it.  As  regards  accumulated 
reserves  now,  what  I say  is  that  the  accumulated 
reserves,  together  with  the  hidden  assets,  would  pro- 
bably come  to  about  20  millions,  and  that  that  20 
millions  does  not  pay  a halfpenny  Income  Tax  or 
Death  Duties. 

18.192.  And  you  think  it  should? — I undoubtedly 
think  it  should,  because  in  the  case  of  limited  com- 
panies the  limited  companies’  reserve  profit  does  bear 
Income  Tax,  and  the  value  of  the  capital  which  is  put 
aside  by  the  limited  company  appreciates  the  value  of 
the  shares  of  the  company  in  the  market,  and  the 
shareholder  pays  Death  Duties  upon  it  when  he  dies. 

18.193.  In  your  paragraph  17  you  appear  to  lay 
great  stress  upon  the  balance-sheet  results  of  a society 
which  you  say  you  have  taken  at  random.  I suggest 
to  you,  first  of  all,  that  it  was  a very  fortunate  shot 
that  got  you  on  to  Plymouth? — No;  I will  tell  you 
how  I did  it.  I read  Mr.  Holyoake’s  “ History  of 
Co-operation,”  and  at  the  end  he  has  a chapter  about 
certain  societies,  and  I thought  the  best  way  of 
getting  at  the  nature  of  those  societies  was  to  write 
to  every  one  of  those  societies  and  get  their 
accounts;  and  I did  so.  So  that  you  see  I had  quite 
a number  of  accounts  at  the  time,  and  it  was  only 
necessary  to  take  one  of  them. 

18.194.  What  I want  to  draw  your  attention  to  is 
an  observation  you  make  about  the  variable  amount 
of  profit,  and  you  suggest  that  the  members  do  not 
receive  back  the  excess  that  they  have  paid,  because 
of  the  profit  variation  in  different  shops  or  different 
departments  ? — Quite. 

18.195.  Do  you  think  it  is  practicable  as  a business 
proposition  to  make  out  each  member’s  share,  or 
each  purchaser’s  share  of  the  profit? — No ; it  is  quite 
impossible,  and  that  is  the  very  reason  why  T say 
that  their  method  of  business  must  inevitably  bring 
the  tax  into  operation.  It  is  only  when  you  can 
take  the  profit  in  kind  that  you  can  escape  the  tax 
at  all. 

18.196.  But  is  it  not  a fact  that,  generally  speak- 

ing, the  members  of  Co-operative  Societies  do  repre- 
sent households,  and  that  those  households  obtain 
practically  the  whole  of  their  commodities  from  the 
Co-operative  Societies? — Roughly  and  generally 

speaking,  I should  say  that  is  so. 

18.197.  Then,  roughly  and  generally  speaking,  do 
you  not  get  a fair  approximation  by  lumping  the 
profits  and  distributing  them  on  the  amount  of  ilieir 
purchase? — Yes,  of  course  you  do,  and  I think  you 
deserve  every  credit  for  doing  it,  in  a proper  way. 
But  I am  saying  that  you  cannot"  do  it  without 
liability  to  tax. 

18.198.  Simply  because  of  the  differential  amount 
of  the  profits  of  different  departments? — No,  not 
quite.  You  do  not  all  buy  an  equal,  or  any,  quantity 
of  the  same  article.  The  purchasers  of  groceries  are 
one  community.  The  purchasers  of  furniture  are 
another. 


18.199.  Another  community — within  the  society, 
you  mean? — I say  in  the  Co-operative  Society  you 
have  a number  of  little  circles.  The  purchasers  of 
groceries  are  different  from  the  purchasers  of  jewel- 
lery; the  purchasers  of  furniture  are  different  from 
the  purchasers  of  beer,  or  anything  of  that  kind  • 
and  the  profits  which  are  made  within  the  internal 
working  of  the  society  are  made  from  different  bodies 
of  members,  who,  in  many  cases,  where  the  society  is 
scattered  over  a large  area,  have  no  communication 
whatever  with  one  another,  and  know  nothing  at 
all  about  each  other.  If  that  is  not  profit,  you  might 
as  well  say  that  I cannot  make  profit  by  dealing  with 
my  brother.  If  I can  make  profit  by  dealing  with 
my  own  family,  just  in  the  same  way  the  Co-opera- 
tive Societies  can  do  so,  and  they  do  so. 

18.200.  Does  not  that  only  show  that  the  want  of 
particular  goods,  other  than  foodstuffs,  perhaps 
occurs  at  various  dates,  and  tends,  over  a reason! 
ably  short  period,  to  adjust  itself  fairly  equitably 
over  the  whole  membership  ? — I do  not  know  how  you 
oould  possibly  justify  that.  You  might  get  that  on 
a small  scale  in  some  trivial  society.  But  take  Ply- 
mouth. What  connection  is  there  between  an  oil 
merchant  and  a jeweller? 

18.201.  I am  not  in  the  witness  chair  now,  but  1 
will  answer  your  question.  The  connection  ’that  1 
see  is  that  the  members  of  the  society  will  each  want 
a jeweller,  and  will  each  want  the  oilman,  at  sonic 
time.  They  may  not  want  them  on  the  same  day? 
—I  should  not  agree.  Surely  there  is  no  value 
attached  to  any  article  of  jewellery  except  its  price  • 
it  has  no  intrinsic  value  that  you  oan  assess. 

18  202.  Mr.  Pretyman:  Would  you  say  that  tilers 
are  three  ways  m which  your  suggestion  of  securing 
Income  Tax  payment  from  Co-operativo  Societies 
could  be  carried  out.  One  would  be  by  taxing  the 
whole  profit  at  the  source ; another  would  be  by  taxiim 
only  the  reserves  and  dividends  received  by  members’ 
lou  are  aware,  are  you  not,  that  at  present  there 
are  securities  of  which  the  dividends  are  taxed  at 
the  source,  and  certain  securities  which  are  not?— 
Quite. 

18.203.  Have  you  considered  the  possibility  of  say- 
ing that  it  is  not  worth  while  to  tax  Co-operativo 
societies  at  the  source  and  incur  all  the  expense  of 
the  abatements  and  exemptions,  but  that  it  might, 
be  worth  the  trouble  to  enact  that  all  co-operators 
should  include  any  dividends  that  they  receive  in 
their  returns  for  Income  Tax,  and  that  also ’the 
reserves  accumulated  should  be  taxable  just  as 
Schedule  A is  now  taxable;  and,  further  than  that, 
will  you  tell  me  why  is  it  that  Schedule  A,  payable 
by  a Co-operative  Society,  gets  no  abatement?  Will 
you  answer  that  first?  Why  is  it  that  when  Schedule 
A is  charged  against  a Co-operative  Society  it  has 
to  be  paid  in  full  without  abatement? — Because  the 
statutory  exemption  does  not  apply  to  it. 

18.204.  Exactly ; that  is  the  point.  In  other  words, 
because  they  do  not  pay  under  Schedule  D?— Exactly. 

18.205.  Schedule  A and  Schedule  D are  really,  for 
practical  purposes,  one,  are  they  not,  in  a trading 
society? — In  a business  sense,  yes. 

18.206.  In  a trading  society,  Schedules  A and  D 
are  practically  one;  that  is  to  say,  if  you  lose  under 
Schedule  D you  can  get  repayment  of  Schedule  A? — 
That  is  so. 

18.207.  Therefore  you  cannot  separate  Schedule  A 
from  Schedule  D in  considering  this  question? — 
Quite  so. 

18.208.  And  the  fact  is  that  where  a Co-operative 
Society  has  made  a loss  and  gets  no  set-off  for  that 
loss  in  paying  Schedule  A,  it  is  to  that  extent  a 
set-off  against  their  not  paying  on  any  profit  they 
make  under  Schedule  D in  addition  to  what  they 
paid  under  Schedule  A?— That  is  so. 

18.209.  Would  you  consider  it  a practicable  pro- 
posal that  they  should  continue  to  pay  the  whole 
under  Schedule  A,  and  that  they  should  also  pay  on 
their  reserves  which  are  not  distributed,  and  that, 
further  than  that,  any  sums  paid  to  members,  which 
you  call  dividend,  should  also  be  taxed,  not  at  the 
source  but  on  receipt  by  the  member.  What  is  your 
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view  about  that? — I think  that  would  be  a little 
unfair  to  the  Co-operative  Societies,  because  they 
would  be  paying  more  tax  under  Schedule  A;  they 
would  be  paying  a higher  rate  then  in  fact  than  they 
probably  ought  to  do  when  you  consider  the  income 
of  all  their  members.  But  there  is  a third  method 
of  taxing  these  societies  which  you  have  not  men- 
tioned, and  which  it  occurred  to  me  I might  possibly 
put  forward,  and  that  is  this.  If  the  difficulty  arises 
on  account  of  members  who  have  small  incomes,  then 
it  is  quite  feasible  to  say  that  a society  which  has 
only  x turnover  per  annum  shall  not  be  subject  to 
the  Income  Tax  law,  but  shall  be  exempt  from  Income 
Tax,  but  that  all  other  societies  shall  be  brought 
within  the  law.  In  that  way  the  rich  societies  would 
bo  made  to  pay  for  the  smaller  ones. 

18,210.  Would  you  make  x proportionate  to  member- 
ship or  independent  of  membership?  Would  you  say 
where  the  turnover  is  only  x per  member,  or  would 
you  say  x in  the  aggregate? — I should  say  x in  the 
aggregate,  but  it  would  have  to  be  limited,  because 
you  would  not  want  to  have  a myriad  of  small  socie- 
ties springing  up,  and  it  would  be  somewhat  limited 
according  to  locality. 

18,211.  Would  it  not  be  more  equitable  to  have  x 
limited  per  member? — I am  not  sure  about  that;  I 
should  like  to  think  about  that. 


18,212.  At  any  rate,  you  have  made  the  suggestion  ? 
— I may  say  that  you  have  very  much  the  same  sort 
of  thing  as  regards  the  group  of  societies  of  which 
this  is  one;  because  if  you  take  Friendly  Societies 
proper,  the  largest  Friendly  Societies  have  no  exemp- 
tion from  tax;  it  is  only  some  societies — the  small 
ones — that  have  exemption  from  tax,  and  it  is  just 
the  same  in  the  trade  unions;  they  only  have  exemp- 
tion of  tax  so  far  as  their  provident  purposes  are 
concerned.  But  if  you  consider  the  whole  matter 
and  take  the  whole  group  of  these  societies  together, 
you  will  see  that  this  exemption  from  tax  on  the  part 
of  Co-operative  Societies  is,  as  I imagine,  the  only 
one  in  which  the  tax  exemption  is  free  and  unlimited. 


18.213.  Your  main  proposition  is  that  Co-operative 
Societies  should  be  taxed  at  the  source  just  the  same 
as  limited  companies? — That  is  so.  I have  asked 
that  because  they  themselves  said  before  the  1905 
Committee  that  they  saw  no  difference  in  their 
position  in  regard  to  that  exemption. 

18.214.  You  do  not  mean  to  say  that  that  is  your 
real  reason  for  asking  it.  Your  reason  for  asking 
it  is,  is  it  not,  that  you  think  it  is  equitable  and 
just  ? — Quite. 

18.215.  And  that  money  is  to  be  made  out  of  it? — 
Quite. 


18.216.  That  is  really  the  important  point,  is  it 
not? — That  is  really  the  important  point. 

18.217.  In  answer  to  Dr.  Stamp,  you  said  you  were 
of  opinion  that  there  would  be  money  made  out  of 
it  ? — Quite. 

18.218.  That  is  to  say,  that  if  the  co-operators  were 
taxed  at  the  source,  the  Revenue  would  obtain  a 
considerably  larger  sum  than  it  obtains  now  by  taxing 
under  Schedule  A?— Quite. 

18.219.  But  you  could  not  support  that  by  definite 
evidence.  Would  you  go  so  far  as  to  say  that  you 
put  that  forward  as  an  opinion  which  is  an  honest 
one,  but  that  you  would  prefer  that  the  Inland 
Revenue  Department  should  give  evidence  on  that 
point?— I should  certainly  prefer  that,  because  I 
think  it  is  a matter  upon  which  you  ought  to  take 
that  course,  if  I may  say  so. 

18.220.  You  would  be  content  to  rest  your  case  on 
the  general  statement.  Would  you  go  so  far  as  to 
say,  if  the  figures  presented  by  the  Inland  Revenue 
Department  showed  that  there  was  little  or  no  profit 
to  be  obtained  from  making  the  change,  you  would 
not  advocate  making  it?— I do  not  think  I should 
say  that,  because  one  has  constantly  to  bear  in  mind 
that  I represent  limited  companies.  Are  these  com- 
panies to  continue  to  exist  or  not?  If  you  are  going 
to  tax  limited  companies  at  the  source  and  Co-opera" 

ive  societies  not  at  the  source,  vou  may  as  well  burn 
tRe  company  law  books  at  once! 


18.221.  What  evil  would  follow  from  that — not  as 
between  Co-operative  Societies  and  limited  com- 
panies; we  are  here  on  national  grounds? — The  evil 
would  be  that  the  limited  companies  would  speedily 
form  themselves  into  Co-operative  Societies,  and  you 
would  lose  the  tax  upon  the  amount  of  trade  which 
they  do,  and  you  could  not  get  that  tax  back  in  any 
other  way,  because  the  money  is  spent. 

18.222.  What  you  mean,  in  other  words,  is  that 
Co-operative  Societies  are  now  given  such  an  advan- 
tage that  the  same  system  would  be  followed  on  a 
constantly  increasing  scale  in  order  to  avoid  tax? — 
Yes,  that  is  so. 

18.223.  And  that  therefore  the  Revenue  would  lose 
so  much  that  it  would  be  forced  to  impose  some  other 

method  of  taxation  which  would  cover  the  ground? 

That  is  so;  that  is  what  I mean. 

18.224.  1 suppose  you  would  say,  in  spite  of  what- 
ever may  have  happened  in  the  past,  one  of  your 
reasons  for  coming  here  is  that  the  situation  is  very 
much  altered,  first  by  the  great  increase  in  the  trad- 
ing operations  of  co-operators,  and,  secondly,  by  the 
very  much  higher  rate  of  tax  which  is  now  imposed, 
which  alters  the  situation  and  increases  the  disparity? 
— That  is  so,  and  add  to  that  the  Excess  Profits 
Duty. 

18.225.  That  is  only  a temporary  thing.  There  is 
one  other  point  I want  to  make  clear.  One  of  your 
main  grounds  is  that  the  bonuses  distributed  on 
purchases  are  not  really  bonuses  on  the  actual  pur- 
chases made? — That  is  so. 

18.226.  But  it  is  really  a distribution  of  profits  not 
in  respect  of  capital  but  based  upon  the  proportion 
of  purchases? — Quite. 

18.227.  If  a profit  is  made  by  two  trading  societies, 
one  being  a limited  company  and  the  other  a Co- 
operative Society,  and  each  makes  a profit  of  £100,006, 
one  company  divides  its  profits  in  relation  to  the 
share  capital  held,  and  the  other  divides  its  profits 
in  relation  to  the  purchases  made.  Is  that  the  point? 
— That  is  so. 

18.228.  And  therefore  your  point  is  that  there  is 
no  real  difference  between  them  and  that  it  is  not 
reallv  a bonus  on  the  particular  purchases;  it  is  a 
division  of  profits  in  relation  to  the  amount  of  the 
purchases,  but  the  profit  is  made  in  the  general 
trading  operations  of  the  society.  Is  that  your 
point? — That  is  it,  exactly. 

18.229.  We  have  a good  deal  of  discussion  on  the 
suS£eski°n  that  if  Co-operative  Societies  were  taxed 
at  the  source  they  would  meet  that  by  lowering  then- 
prices  in  order  to  escape  the  tax,  and  we  also  under- 
stand that  Co-operative  Societies  admit  purchases  by 
non-members.  W ould  not  the  effect  of  lowering  prices 
to  cost,  or  practically  cost,  be  to  give  non-members  as 
much  advantage  as  members? — Yes,  it  would. 

18.230.  Would  not  that  have  a very  remarkable 
effect  on  trading?  If  anybody  could  go  into  a co- 
operative store  and  buy  things  at  cost,  there  would 
not  be  much  chance  to  sell  anything ?— It  would  have 
this  effect,  that  you  could  not  carry  on  trading 
at  all,  because  when  once  you  started  selling  goods 
at  actual  cost,  not  only  would  the  public  go  to  you, 
but  all  the  small  retail  traders  in  the  district  would 
buy  you  out  in  half  an  hour. 

18.231.  Mr.  Marks:  Can  any  non-member  go  to  a 
co-operative  store? 

18.232.  Mr.  Pretyman : That  is  what  I understood 
to  be  the  effect  of  it. 

18.233.  Mr.  May : I do  not  think  it  is  conceivable 
that  Co-operative  Societies  would  continue  to  sell  to 
non-members  if  they  were  to  adopt  that  method ; and 
on  the  other  point,  as  to  their  being  brought  out  by 
retail  traders,  Mr.  Cahill  says  in  his  evidence  that  he 
has  had  a lot  of  experience  at  the  Food  Control,  at 
the  Ministry.  He  will  know  that  under  Food  Control 
oven  that  difficulty  has  been  got  over? — That  is  so. 
sir,  as  regards  food. 

18.234.  Mr.  Kerly : Your  contention  as  I under- 
stand it,  is  that  the  so-called  surplus  is  profit, 
averaged  on  the  profit  of  all  the  members’  dealings. 
Let  me  put  it  in  another  way.  The  suggestion  that 
there  are  no  profits,  which  is  now  put  forward,  is 
that  it  is  only  a return  of  the  excess  which  a man 
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pays  for  the  things  which  he  buys.  You  say  that 
is  not  so,  because  it  is  not  a return  on  his  purchases  ; 
it  is  a proportion  of  the  profit  made  on  the  average 
surplus  of  the  whole  trade? — Yes,  with  members  and 
non-members. 

18.235.  On  the  whole  average  turnover? — That  is  so. 

18.236.  You  say  that  in  fact  until  you  come  to 
distribution  there  is  no  distinction  between  the 
trading  of  a co-operative  store  and  the  trading  of  any 
other  trader? — That  is  so. 

18.237.  And  when  you  come  to  distribution,  the 
methods  of  distribution  differ  as  between  a co-opera- 
' ive  store  and  a company ; neither  of  them  takes  the 
form  of  returning  to  a particular  purchaser  the 
surplus  paid1  by  him? — That  is  so. 

18.238.  In  the  one  case  the  distribution  is  based 
upon  interest  on  the  capital,  and  in  the  other  case 
it  is  based  upon  the  total  trading  of  the  particular 
member  with  the  society,  whether  or  not  that  trading 
has  shown  by  itself  a profit? — That  is  so. 

18.239.  Do  you  further  say  that  this  whole  argu- 
ment rests  upon  the  hypothesis  that  the  society  bases 
its  prices  upon  a constant  increase  on  the  cost — a 
percentage  of  profit  which  is  constant  throughout 
all  its  transactions? — I am  not  sure  that  I understand 
that.  The  prices  charged  by  the  societies  are  the 
common  market  prices  in  the  localities. 

18.240.  That  is  just  what  I thought.  If  it  were 
the  fact  that  the  societies  systematically  based  their 
selling  prices  upon  cost  plus  a percentage,  say  20  per 
cent.,  then  the  hypothesis  of  the  argument  would  be 
i ight,  because  a man  who  purchased  would  represent 
a corresponding  proportion  of  the  gross  profit  made 
by  the  society.  But  if  the  addition  to  cost  in  order 
to  get  selling  price  varies  from  one  department  to 
another  and  from  one  class  of  goods  to  another,  then 
you  lose  any  direct  relation  between  a particular 
member’s  purchases  and  the  profit  made  upon  liis 
dealing  with  the  society? — If  I may  say  so,  that  is 
exactly  the  position.  But  you  have  this  further 
point:  That  the  societies  were,  I believe,  urged  by 
Mr.  Vansittart  Neale  to  adopt  the  first  course  men- 
tioned by  you  and  to  put  a uniform  rate  of  profit 
upon  every  article;  but  they  have  not  done  it;  and 
I think  you  will  find  that  if  I opened  a shop  to-morrow 
and  tried  to  sell  articles  on  those  lines,  I should  find 
it  impossible  to  do  business. 

18.241.  Amongst  other  things,  you  cannot  always 
tell  how  long  you  would  have  to  keep  the  stock  before 
you  sell  it.  That  is  a difficulty,  is  it  not?  Some 
things  are  sold  quickly  and  other  things  are  sold 
slowly? — That  is  so. 

18.242.  And,  of  course,  there  are  variations  from 
day  to  day,  I suppose,  in  the  cost  price  of  things 
you  are  buying? — That  is  so. 

18.243.  And  you  have  to  have  a constant  price  for 
selling,  at  any  rate,  between  one  catalogue  and  the 
i.ext?--Yes. 

18.244.  So  that  the  thing  is  impracticable? — That  is 
nliat  I say. 

18.245.  Now  let  me  see  where  that  leads  us  to? 

18.246.  Mr.  May : May  I put  the  one  point  here ; 
lhat  the  difficulty  that  you  are  dealing  with  is  some- 
times met  by  different  rates  of  dividends  for  different 
departments. 

18.247.  Mr.  Kerly : That  might  bring  it  a little 
: i carer  to  fact. 

18.248.  Mr.  May : With  regard  to  the  particular 
department  it  would  bring  it  exactly,  I submit. 

18.249.  Mr.  Kerly:  That  is  with  regard  to  depart- 
ments, but  I am  upon  the  particular  member.  (To 
IFifness.)  I suppose  you  also  say  that  section  39  (4) 
of  the  Income  Tax  Act,  1918,  which  contains  the  ex- 
emption, proceeds  upon  the  assumption  that  what  is 
now  called  surplus  would  be  taxable  profit  but  for  the 
exemption? — I do  say  that. 

18.250.  You  suggest  also  that  there  are  hidden 
reserves  and  that  by  depreciating  their  buildings  and 
land  the  societies  are  in  fact  representing  those  assets 
in  their  books  as  worth  much  less  than  they  are 
really  worth? — That  is  so,  subject  to  one  qualification, 
which  is  this  : that  I believe  the  Registrar  of  Friendly 
Societies  compelled  them  to  alter  their  practice  and 


to  show  in  their  accounts  the  amount  of  depreciation 
written  off  in  the  past.  I am  speaking  about  England. 

18.251.  The  importance  of  this  consideration  is 
that  at  present  they  pay  tax  under  Schedule  A upon 
their  buildings.  They  do  not  pay  that  upon  their 
own  book  values,  but  they  pay  that  upon  an  outside 
assessment,  do  they  not? — They  do. 

18.252.  Any  excessive  depreciation  in  that  way  does 
not  diminish  their  tax  liability  under  Schedule  A? — 
No,  it  does  not.  I was  wishing  to  emphasize  the 
accumulation  of  these  reserves  because  it  is  so  much 
more  capital  in  the  society,  and  the  income  from  the 
capital  in  the  society  forms  part  of  its  aggregate 
profits,  and  therefore  escapes  tax  under  the  Statute. 

18.253.  I quite  follow  your  suggestion  that  they 
may  hide  surplus  just  as  they  please,  because  the 
surplus  is  not  criticized  by  any  Surveyor  of  Taxes  to 
see  whether  it  is  the  real  profit  or  anything  else; 
and  it  may  be  that  officials  of  a society  desire  to  make 
that  surplus  small  for  the  purposes  of  distribution, 
and  they  may  make  it  unduly  small.  On  the  other 
hand,  I am  pointing  out  to  you  that  if  substantially 
the  saving  is  represented  by  writing  down  buildings, 
as  I understood  you  to  put  it,  that  must  be  checked 
by  the  assessment,  which  has  nothing  to  do  with  book 
values?— The  book  values  have  nothing  whatever  to 
with  the  Income  Tax  upon  those  buildings. 

18.254.  It  is  put  on  the  other  side  to  you  that  the 
co-operative  stores  already  pay  something  like  as 
much  as  should  be  got  from  them  under  Schedule  A? 
—Yes. 

18.255.  The  point  is  this,  is  it  not — let  me  see  if 
I follow  it — that  the  tax  which  is  returned  to  a 
shareholder  in  a company,  which  company  pays  under 
Schedule  D,  includes  the  proportion  of  the  tax  which 
has  been  paid  under  Schedule  A? — 'mat  is  so. 

18.256.  You  have  put  before  us  a somewhat 
alarming  suggestion,  that  if  the  extension  of  co- 
operative trading  goes  on  the  whole  inoome  made 
by,  say,  the  .retail  shopkeepers  in  this  country,  which 
is  now  subject  to  tax,  may  disappear.  That  leads 
to  this,  does  it  not,  argumentatively : that  the  people 
in  this  country  might  arrange  their  trading  so  as  to 
produce  no  taxable  profit? — So  as  to  produce,  prac- 
tically no  taxable  profit — on  trade,  of  course. 

18.257.  And  that  would  drive  the  Chancellor  of  the 
Exchequer  to  find  new  sources  of  income?— That  is 
so. 

18.258.  Now  taking  it  a step  further,  what  you,  re- 
presenting the  shopkeepers  who  do  pay  Income  Tax. 
really  want  is  to  prevent  people  trading  with  one 
another  in  such  a way  as  to  produoe  no  taxable  pro- 
fit?— I do  not  say  that  I object  to  that  at  all,  as  a 
trader.  As  a trader.  I say  I do  not  mind  a bit. 
As  traders,  we  merely  want  equal  treatment  with 
Co-operative  Societies.  If  they  choose  to  carry  on 
their  business  so  that  they  make  no  profit,  we  are 
quite  prepared  to  meet  the  resulting  competition, 
and  we  think  wo  can  meet  it  substantially. 

18.259.  With  the  ultimate  result  of  driving  the 
people  into  your  shop  instead  of  into  the  co-opera- 
tivo  stores. 

18.260.  Mr.  Mackinder:  If  I may  say  so,  you  are 
a gentleman  of  considerable  literary  power,  and 
therefore  I venture  to  draw  your  attention,,  with  a 
view  to  getting  your  exact  meaning,  to  one  phrase 
in  your  memorandum.  At  the  end  of  paragraph  1 
you  say : “ Taken  collectively,  the  members  of  the 
three  associations  represent  approximately  a capital 
of  £120,000,000,  and  comprise  ” — and  then  there 
follows  a rather  curious  phrase,  it  seems  to  me — 
*'  approximately  several  million  shareholders.”  1 
think  you  will  agree  that  the  word  “ approximately 

is  not  often  attached  to  the  word  “ several.”  I want 
to  see  whether  you  can  give  me  any  nearer  estimate 
than  is  indicated  by  those  words.  If  I may  say  so, 
it  is  the  only  expression  which  I venture  to  ouestion 
in  the  whole  of  your  memorandum? — I tried  to  get 
exact  evidence  of  the  members  of  all  these  companies, 
but  I was  not  able  to  do  so.  What  I wanted  to  con- 
vey was  that  we  had  shareholders  at  least  equal  in 
number  to  the  members  of  these  Co-operative 
Societies ; and  I think,  in  saying  that,  I am  putting 
it  fairly. 
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18.261.  Of  course,  your  opinion  is  of  great  value, 
because  you  know  these  companies  intimately.  You 
know  what  the  number  of  members  of  the  distri- 
buting Co-operative  Societies  are? — We  have  that 
number,  3,835,000,  and  I think  that  the  members  of 
the  limited  companies  that  are  comprised  in  these 
associations  would  be  possibly  equal  to  that  3,835,000; 

I did  not  want  to  exaggerate. 

18.262.  Being  limited  companies,  all  their  share- 
holders or  approximately  all  of  them,  are  down  at 
Somerset  House,  are  they  not? — They  should  be  so 

18.263.  I mean  they  would  be  registered  at  Somer- 
set House? — Yes. 

18.264.  I assume,  then,  that  those  words,  thougli 
they  are,  if  I may  venture  to  say  so,  somewhat  loose 
in  their  literary  meaning,  are  based  on  a very  careful 
judgment — I cannot  say  calculation — but  judgment 
on  your  part? — No,  you  cannot  say  that.  All  you 
can  say  is  that  that  is  my  estimate.  As  regards  the 
United  Kingdom  Association  of  Multiple  Shops,  there 
I know  the  companies ; the  London  Stores,  I know 
the  companies  there;  the  Home  and  Foreign  Produce 
Exchange  has  250  firms  or  companies  in  it ; therefore, 
if  you  take  these  people  together,  I suppose  you  have 
got  something  like  300  exceedingly  large  companies, 
and  I have  not  been  to  search  those  at  Somerset 
Mouse. 

18.265.  Could  you  say  how  many  thousand  share- 
holders there  are  in  one  company  ? — I should  say  that 
one  company  now  has  more  than  a million  share- 
holders. 

18.266.  If  that  is  so,  for  the  sake  of  rounding  the 
figures  let  me  assume  that  you  have  something  like 
four  million  sharsholders  altogether;  if  yon  say  it 
is  not  less  than  the  number  of  members  of  Co-opera- 
tive Societies,  it  must  be  something  of  that  kind? — 

I should  not  think  that  it  is  less. 

18.267.  That  would  give  you  an  average  holding  of 
about  £30  a head,  would  it  not?— Quite. 

18.268.  I think  you  would  say  that  there  are  some 
very  large  shareholders? — I should  say  so. 

18.269.  So  that  if  we  eliminate  the  very  large  share- 
holders we  might  say  that  your  average  holding,  on 
your  assumption,  was  somewhere  about  £20  a head? 
—You  might  say  that,  but  I think  it  would  give  you 
a rather  misleading  impression,  because  some  of  these 
companies,  of  course,  have  very  large  shareholders 
in  them  and  some  of  the  shareholders  in  these  com- 
panies are  very  rich  and  powerful  men.  But  when 
you  take  the  majority— take  the  small  holdings  and 
the  large  together — that  is  where  we  come  in  with 
the  others. 

18.270.  Then  your  suggestion  is  that  if  you 
eliminate  these  large  shareholders,  the  average  holding 
would  be  less  than  £20? — I could  not  tell  you  what 
the  average  is. 

18.271.  Or  something  of  that  kind  would  follow.  I 
am  really  trying  to  get  at  this.  You  are  arguing 
a'll  the  time  on  justice? — Yes. 

18.272.  And  you  are  met  by  Dr.  Stamp  on  the  ques- 
tion of  expedience? — Quite. 

18.273.  As  I understand  your  argument — and  I was 
trying  to  take  the  measure  of  it — your  argument  is 
that  no  more  would  be  involved  in  the  way  of  re- 
imbursement either  of  the  whole  or  part  of  the  tax 
in  the  case  of  Co-operative  Societies  than  is  already 
involved  in  the  case  of  your  society  ? — That  is  the 
argument. 

18.274.  You  see  the  importance  of  my  taking  up 
these  words  “ approximately  several,”  because  if  you 
allow  four  million  shareholders  then  I confess  I think 
that  your  argument  is  established  so  far  as  regards  its 
assumptions,  but  it  is  only  established  if  that  phrase 
“ approximately  several  ” has  some  meaning? — I 
want  to  be  perfectly  fair  and  I am  not  sure  that,  put- 
ting that  argument  as  strongly  as  you  like,  it  takes 
you  sufficiently  far,  because  although  I appear  only 
for  these  associations,  in  actual  fact  I am  merely  one 
of  a very  much  larger  class  of  shareholders  through- 
out the  kingdom,  and  I think  Dr.  Stamp  was  trying 
to  take  limited  companies  as  a whole  in  the  kingdom 
and  not  merely  my  societies, 


18.275.  Still,  for  practical  purposes  if  you  translate 
the  phrase  “ approximately  several”  as  meaning  not 
less  than  four  millions,  it  does,  so  far  as  it  goes,  I 
venture  to  suggest  to  you,  establish  your  general  pro- 
position?— That  was  my  intention  in  putting  it  there. 

18.276.  The  second  point  is  this.  With  regard  to 
the  question  which  was  put  to  you  by  Mr.  Kerly 
just  now  with  regard  to  Schedule  A,  I admit  that 
when  you  were  answering  I did  at  the  time  take  the 
same  meaning  that  he  apparently  attached  to  your 
answer,  but  on  reference  to  the  memorandum  I see 
that  clearly  your  meaning  was  the  accumulation  of 
funds.  Would  you  say  that  even  if  full  tax  of  the 
Co-operative  Societies  under  Schedule  .a.  does,  on 
examination  of  the  facts  which  are  in  the  possession 
of  the  Inland  Revenue  at  the  present  time,  give 
rough  justice,  you  none  the  less  would  plead  for  a 
similar  method  of  taxation  in  the  case  of  Co-opera- 
tive Societies  and  your  societies?— Yes,  I should, 
because,  accepting  your  statement  to  the  very  fullest, 
even  although  not  a penny  of-  extra  tax  came  into 
the  Revenue  by  putting  these  people  upon  an  equal 
footing,  you  would  remove  a very  large  sense  of 
injustice  which  now  pervades  the  community, 
although  upon  that  basis  it  may  be  wrongful. 

18.277.  In  other  words,  you  nay  that  if,  even  at  the 
present  time,  we  do  obtain  as  much  money  as  we 
should  get  by  adopting  the  same  method  in  the  two 
cases,  the  community,  and  especially  the  part  of  the 
community  which  you  represent,  regards  the  thing 
with  such  suspicion  that  you  would  not  get  satisfac- 
tion unless  the  same  methods  are  adopted? — There 
is  a constant  feeling  throughout  the  country  m all 
these  trades  that  the  co-operators  are  getting  an 
unjust  preference,  and  if  that  feeling  is  properly 
remedied  and  we  are  placed  on  an  equal  footing  I 
do  not  see  we  should  have  anything  to  complain  of 
at  all.  If  the  co-operators  are  placed  upon  the  same 
footing  as  ourselves  I think  the  grievance  would 
disappear. 

18.278.  It  has  been  suggested  that  if  the  Co-opera- 
tive  Societies  were  put  on  the  same  footing  as  trading 
companies  they  would  tend  to  put  their  prices  down 
and  sacrifice  their  profits.  Would  you  agree  that  there 
is  a known  limit  to  that  process,  established  by  three 
facts:  first,  that  which  you  pointed  out,  that  you 
might  get  purchases  at  wholesale  prices  by  the  local 
tradesmen ; secondly,  that  the  diminution  of  prices 
would  diminish  the  dividends  paid  by  the  Co-operative 
■Societies,  and  if  dividends  were  not  paid  there  would 
not  be  the  same  motive  for  belonging  to  a Co-operative 
Society,  and  therefore  a Co-operative  Society  would 
lose;  and,  thirdly,  that  a certain  amount  of  profit  is 
necessary  to  the  continuance  of  the  society,  since  that 
profit  is  the  sum  out  of  which,  under  the  varying  con- 
ditions of  different  years,  the  working  capital  is  ob- 
tained. Would  you  say  that,  if  they  were  reduced  to 
such  a point  that  you  effect  any  of  those  three  things, 
or  all  three  of  them,  the  Co-operative  Societies  could 
not  continue  ? Do  I understand  you  that  that  is  the 
limitation? — I agree  with  all  the  three  statements 
which  you  made  except  the  second  one.  I am  not 
quite  sure  that  oven  if  you  did  diminish  the  dividends 
the  co-operative  trade  would  go  down.  It  may  be  so, 
and  a large  number  of  people  believe  that  it  would, 
but  1 am  not  sure  about  it  personally.  I think  that 
the  Co-operative  Societies  will,  in  any  case,  continue, 
whatever  course  you  adopt  with  regard  to  the  tax 
As  a practical  matter,  there  is  this  enormous  organi- 
sation throughout  the  Kingdom,  and  I should  think 
it  is  impossible  to  destroy  it,  and  I should  not  want 
to  destroy  it. 

18.279.  Your  practical  answer  on  that  point  would 
be  what  you  have  said— that  your  companies  would 
practically  become  Co-operative  Societies? — Exactly. 

18.280.  On  this  question  of  there  being  no  difference 
between  profits  paid  by  a Co-operative  Society  and 
profits  paid  by  you,  so  far  as  the  machinery  is  con- 
cerned, you  say  that  there  are  the  same  elements  in 
both  oases.  Would  you  agree  with  a description  of 
that  in  this  way:  eliminating  special  skill  in  parti- 
cular cases  in  buying  and  selling,  taking  average 
results  in  both  cases,  you  haVe  in  the  first  place 
interest  on  the  necessary  capital  put  aside  iu  both 
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cases;  you  have  in  the  second  place  the  necessary 
capital  for  working.  Now,  the  capital  actually  em- 
ployed in  the  working  will  vary  from  year  to  year. 
Therefore,  in  a trading  concern  you  cannot  afford  to 
take  out  your  profit  until  you  have  ascertained  your 
requirements  in  the  way  of  working  capital  during 
a particular  year? — That  is  so. 

18.281.  The  Co-operative  Society  also  cannot  afford 
to  take  out  its  dividend  and  to  pay  it  over  to  its 
members  until  it  has  ascertained  its  requirements  for 
working  capital  at  that  time? — That  is  so. 

18.282.  In  other  words,  that  the  profit  element, 
while  it  is  still  in  the  hands  of  the  society  or  company 
and  has  not  been  distributed,  in  whatever  way,  to  the 
members,  is  a reserve  during  that  time  agaiust  con- 
tingencies, and  you  distribute  profits  or  dividends  at 
the  end  according  to  what  your  contingencies  have 
been? — That  is  so. 

18.283.  You  would  agree  to  that  statement? — I 
should. 

18.284.  And  therefore  there  is  no  difference,  inas- 
much as  the  function  of  the  profit  is  the  same  in  both 
cases? — That  is  so. 

18.285.  Mr.  Synnott : I only  want  to  ask  you  two  or 
three  questions  of  principle.  Is  not  your  position 
roughly  represented  by  a variation  of  the  old  Latin 
tag:  fiat  justicia  ruat  revenue;  in  other  words,  is  not 
your  case  this:  irrespective  of  the  millions  of  share- 
holders, you  say  that  you  are  on  the  same  lines, 
making  profit  which  is  really  a profit  in  the  same  way, 
but  the  machinery  is  different,  the  method  of  distribu- 
tion is  different,  and  you  want  to  he  treated  in  the 
same  way.  Otherwise  is  there  not  temptation,  from 
the  point  of  view  of  the  Revenue,  that  the  ordinary 
trader  may  be  less  scrupulous  in  his  return  for  pay- 
ing Income  Tax,  if  lie  finds  another  body  of  traders 
who  are  let  off  by  Statute.  Do  you  appreciate  that? 

You  seem,  if  I understand  you,  to  be  putting 
rather  a low  character  on  traders. 

18.286.  No,  I am  not  putting  it  on  your  traders. 
We  have  had  official  evidence  here  that  there  is  a 
very  large  amount  of  evasion,  I will  not  say  falsifica- 
tion of  accounts,  but  one  might  say  doctoring  of 
accounts,  and  adopting  legitimate  means,  perhaps, 
within  the  law,  to  evade  tax.  Those  methods  are 
likely  to  be  more  pursued  if  there  is  not  absolute 
justice  as  between  one  trade  and  another  ?— That 
may  be  so,  but  it  certainly  would  not  be  so  as  re- 
gards the  traders  whom  I represent. 

18.287.  I see  under  the  Income  Tax  Act,  1918, 
there  is  a statutory  exemption  from  tax  under 
Schedules  C and  D to  Industrial  and  Provident 
Societies,  provided  they  fall  under  certain  con- 
ditions?— That  is  so. 

18.288.  Is  it  not  quite  clear  that  when  the  Legis- 
lature, in  their  wisdom,  passed  that  Act,  they 
thought  that  if  those  conditions  were  not  complied 
with,  they  would  be  certainly  liable  to  Schedule  C 
and  Schedule  D assessment,  and  therefore  there  was 
a profit  made? — Certainly. 

18.289.  Does  not  that  clearly  show  that  the  Legis- 
lature, in  spite  of  the  opinion  of  the  wise  men  who 
sat  in  1905,  thought  that  there  was  a profit?— That 
is  certainly  my  statement.. 

18.290.  Is  not  the  real  point  of  the  whole  thing 
whether  it  is  an  Income  Tax  profit?  That  is  one 
of  the  main  points,  is  it  not?— That  is  one  of  the 
main  points,  but  I do  not  think  it  is  the  main  point. 

18.291.  It  is  the  first  step?— It  is  one  step.  The 
other  point  is  this  : that  if  this  exemption  from  tax 
continues,  I think  it  will  divert  business  from  the 
limited  company  form  of  trading  into  the  Co-opera- 
tive Society  form. 

18.292.  I quite  see  that  if  it  is  held  that  this  is  not 
profit,  many  forms  of  trade  will  take  this  form,  and 
there  will  be  no  profit  ?— There  will  be  no  profit  upon 
the  money  expended  in  that  trading. 

!8,293.  Is  not  the  best  test  that  it  is  profit,  this, 
that  human  nature  being  what  it  is,  people  would 
not  go  on  working  these  Co-operative  Societies  unless 
there  was  a pecuniary  gain?  Is  not  that  really  the 
test..  T think  that  is  a very  good  test. 


18,294.  Dr.  Stamp  gave  us  an  interesting  illustra- 
tion by  way  of  the  mutual  running  of  a cabbage 
garden,  and  I think  he  suggested  that  in  the  case 
that  where  there  was  no  division  of  money  but  an 
attempt  to  value  the  stock  at  the  end,  there  was  no 
profit.  Let  me  point  out  this.  Take  the  case  of  a 
farmer.  Perhaps  you  know  that  some  of  these  Co- 
operative Societies  do  farming  operations.  Is  not 
a farmer  made  to  account  for  a result  which  is 
treated  as  profit  where  there  is  no  money  passing  at 
all?  Take  the  case  of  any  man,  myself  if  you  like 
or  anybody  who  supplies  eggs  and  who  supplies 
cabbages  and  fruit  from  his  garden  to  his  own  house- 
hold, and  not  a penny  of  money  passes,  but  he  is 
asked  to  account  for  that  profit  at  the  value  of  the 
day.  In  a way,  a household  is  a mutual  concern, 
but  it  is  treated  as  profit  although  no  money  what- 
ever passes.  Is  there  not  some  analogy ' there  ? 
Does  it  not  tend  to  show  that  this  Report  of  1905 
was  completely  wrong  in  saying  that  it  was  not  profit 
because  one  member  sold  to  another,  I think  the 
phrase  was? — I think  so,  decidedly. 

18.295.  Is  there  not  also  this  distinction,  that  it  is 
utterly  wrong  to  say  that  they  do  sell  to  each  other? 

I he  society,  which  is  a separate  entity,  sells  to  the 
members,  and  the  society,  although  made  up  of  its 
members,  is  quite  different  from  its  members.  The 
members  cannot  he  sued  for  its  debt  for  instance- 
the  society  alone  can  be  sued?— That  is  so. 

18.296.  Is  there  not  also  this  very  remarkable 
fact,  which  you  bring  out  for  another  purpose  in 
paragraph  14  of  your  memorandum,  that  a share- 
holder in  these  societies  can  only  withdraw  his  share 
capital  at  death  or  withdrawal.  He  cannot  sell  his 
share,  can  he? — In  some  societies  he  can. 

18.297.  If  there  is  a sum  in  reserve  in  a Co- 
operative Society,  has  he  any  right  to  that  reserve 
at  all?— No. 

18.298.  Then  does  not  that  show  that  the  society 
is  quite  different  from  the  whole  bulk  of  its 
members?  If  an  individual  cannot  claim  a right  in 
the  reserve,  neither  can  the  whole  number  of  them. 
It  belongs  to  the  society  as  a separate  entity?— 
That  is  so. 

18.299.  This  is  on  the  mutual  point.  It  is  mutual 
in  a sense,  and  in  another  sense  it  is  not  mutual 
trade  at  all?— That  is  so. 

18.300.  Chairman : Is  that  point  agreed  to,  Mr. 
May?  The  witness  is  asked,  supposing  reserves  are 
held  by  a Co-operative  Society,  has  a shareholder  any 
right  in  those  reserves?  The  witness  says  no. 

18.301.  Mr.  May:  I think  that  is  correct,  except, 
of  course,  in  the  case  of  the  liquidation  of  the  society. 
That  really  does  occur. 

18.302.  Mr.  Kerly : Only  one  question,  arising  out 
of  what  Dr.  Stamp  asked  you  as  to  the  fact  that, 
on  the  whole,  the  change  that  you  advocate  would 
make  little  or  no  increase  in  revenue.  He  did  say 
that,  I think;  and  that  implies  that  it  would  make 
little  or  no  difference  to  Co-operative  Societies;  no 
increase  in  revenue,  and  therefore  no  additional 
payment  made  by  the  Co-operative  Societies,  or 
nothing  worth  mentioning.  I think  that  is  on 
record.  Dr.  Stamp  further  went  on,  as  I imagine, 
to  deduce  from  that,  the  consideration  that  it  was 
not  worth  while  to  make  any  change  at  all.  But  is 
not  a sounder  deduction  this,  that  it  is  worth  while 
to  make  the  change  because  Co-operative  Societies 
would  then  be  placed  on  the  same  footing  as  ordinary 
limited  companies  and  a very  large  body  of  dis- 
satisfied taxpayers  would  be  conciliated? — Yes,  that 
is  so,  and  of  course  a further  point  is  this.  I can- 
not see  how  Dr.  Stamp’s  figures  will  go  to  help 
him,  or  can  show  that  there  is  no  great  tax  to  be 
got  out  of  Co-operative  Societies,  because  their 
accounts  have  not  been  made  out  on  the  Income 
Tax  basis. 

18,-uB3.  If  that  is  proved  to  be  the  fact,  of  course 
that  would  be  an  additional  argument  for  making 
a change? — Yes. 

18,304.  Mr.  Walker  Clark:  No  reference  has  been 
yet  made  to  other  similar  classes  of  trade  which  pay 
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tax,  for  example,  Municipal  Corporations  have  their 
own  gasworks,  and  tax  is  paid  upon  the  profit  earned 
by  those  gasworks,  although  many  of  the  citizens, 
who  are  shareholders  because  they  are  ratepayers, 
are  below  the  Income  Tax  limit? — That  is  so. 

18.305.  And  tax  is  charged  on  them  at  the  full 
l3s.  P — Quite  so.  In  the  case  of  municipal  authorities, 
the  authorities  pay  tax  upon  the  profits  of  the  sale 
of  their  gas  or  water  to  the  citizens,  but  where  the 
municipal  authority  takes  its  profit  in  kind  and  uses 
it  in  municipal  works,  then  on  that  portion  of  its 
profit  there  is  no  tax  payable. 

18.306.  But,  still,  there  is  a greater  correspondence 
between  the  trading  done  by  a municipality  and  the 
enforcement  of  the  tax  upon  the  municipality  and 
the  companies  you  represent,  than  there  is  between 
the  general  run  of  your  companies  and  Co-operative 
Societies.  There  is  a greater  injustice,  may  I say, 
in  the  demand  for  the  tax  from  a corporation  than 
there  would  be  in  the  case  of  a Co-operative  Society? 
— I think  my  traders  feel  it  more. 

18.307.  You  know  that  building  societies  pay  a 
commuted  tax,  because  many  of  their  shareholders 
are  supposed  to  be  below  the  taxable  limit? — That 
is  so. 

18.308.  Would  you  agree  that  if  tax  is  leviable 
under  Schedule  D on  co-operative  trading,  a similar 
procedure  should  operate — a lower  rate  of  tax  non- 
returnable;  I mean  in  order  to  save  Revenue  diffi- 
culties of  collection,  and  so  on? — You  mean  a lower 
rate  of  tax? 

18.309.  A flat  rate ; or  would  you  prefer  the  method 
you  have  suggested? — You  have  really  raised  two 
methods,  both  of  which  might  be  considered  by  the 
Commission ; because  you  have  raised  this  suggestion 
that  a lower  flat  rate  should  be  imposed,  whereas  the 
method  adopted  as  regards  building  societies  is 
alternative.  They  make  a compromise  by  taking  half. 

18.310.  It  is  a.  commuted  rate? — Yes. 

18.311.  I am  asking  you  your  opinion  on  that 
suggestion.  Would  you  prefer  the  ordinary  method 
na  between  your  companies  and  the  Co-operative 
Societies,  or  the  method  of  collection  of  tax  from 
building  societies?  Would  you  allow  that  alternative, 
iF  the  other  is  refused? — I think  it  is  a matter  which 
the  Commission  ought  to  consider,  but  so  far  as  our 
companies  are  concerned,  all  we  want  is  equal  treat- 
ment. 

18.312.  Mr.  Marks:  Does  not  the  acceptance  of  Mr. 
Walker  Clark’s  suggestion  involve  the  abandonment 
of  your  contention  that  the  taxable  entity  is  the 
company  or  soeiety,  and  not  the  member? — I am 
afraid  it  would. 

18.313.  Mr.  Walker  Clark : And,  therefore,  you 
prefer  your  own  plan,  rather  than  mine? — Yes. 

18.314.  Chairman : Are  you  correct  in  your  state- 
ment about  the  number  of  shareholders  in  the  com- 
panies you  represent?  You  know,  it  is  a very 
startling  figure  that  you  gave  us? — I cannot  speak 
with  any  accuracy  as  to  the  number  of  shareholders  in 
these  companies. 

18.315.  But  you  put  it  into  millions,  did  you  not? 

--1  Said : “approximately  several  millions”;  that 

is  am  estimate,  because  these  companies  which  I repre- 
sent comprise  some  of  the  largest  companies  in  the 
United  Kingdom,  and  they  comprise,  I understand, 
about  300  firms  altogether. 

18.316.  Do  you  not  think  that  those  figures  are  very 
startling  in  their  enormity? — It  may  be  so.  I prefer 
i*o  place  them,  therefore,  as  merely  an  estimate  on 
n*y  part.  But  if  one  considers  that,  although  I 
appear  for  these  particular  associations,  I really  repre- 
sent a class,  the  class  of  shareholders  throughout  the 
kingdom,  then  the  figures  would  undoubtedly  be  well 
within  the  mark,  because  there  must  be  more  than 
several  million  shareholders  in  the  United  Kingdom. 

18.317.  But  you  aro  taking  nearly  the  whole  adult 
population  between  the  co-operators  and  yourselves? 

Tn  poin+.  of  fact,  I think  they  largely  overlap,  just 


in  the  same  way  as  the  co-operative  customers  come 
to  our  shops,  and  our  shareholders  go  to  their  shops. 

18.318.  I wanted  to  find  out,  because  the  figure 
struck  me  as  being  very  large,  and  I wondered 
whether  you  had  any  real  ground  for  making  the 
statement? — It  is  merely  my  estimate;  I have  no 
actual  data  to  go  upon. 

18.319.  Mr.  May  : But  is  it  not  possible  for  them 
to  be  obtained  officially? — We  have  had  very  exact 
figures  put  in  on  the  other  side. 

18.320.  Chairman:  I should  like  that.  It  would 
influence  me  very  much  in  my  own  mind,  if  you 
could  prove  that  there  were  three  million  people;  if 
you  could  give  any  proof  of  that,  it  would  make  a 
very  great  impression? — I will  send  a circular  out, 
and  ask  for  precise  returns  of  the  number  of  people, 
but,  as  I say,  it  is  merely  my  estimate;  1 tried  to 
get  particulars,  and  I could  not  get  any  information 
at  all. 

18.321.  Mr.  Mackinder:  It  seems  fairly  obvious, 
without  any  special  knowledge  of  your  case,  that  if 
you  have  companies  on  such  a different  footing  from 
ordinary  companies  with  a.  much  smaller  average 
shareholding,  you  must  have  some  different  method 
of  obtaining  shareholders  to  the  ordinary  method  of 
offering  to  public  subscription,  with  a prospectus, 
and  so  on. 

18.322.  Mr.  Walker  Clark:  Many  of  them  will  be 
customers. 

18.323.  Mr.  Mackinder : That  is  what  I am  trying 
to  find  out  from  the  witness.  In  the  case  of  these 
multiple  shops,  to  take  that  case  alone,  you  appeal 
for  shares  in  a different  way  from  what  an  ordinary 
company  does?  You  recruit  your  shareholders  in  a 
different  way? — I should  hardly  be  able  to  say  that; 
on  the  contrary,  1 think,  when  we  have  got  the 
shareholders  we  try  and  turn  them  into  customers. 

18.324.  Chairman:  You  might  supplement  that. 
Will  you  send  a statement  to  us  on  that  point? 

18.325.  Mr.  Marks : Supposing  that  this  number 
of  shareholders  turns  out  to  be  more  or  less  than  you 
estimate,  that  would  not'  affect  the  principle  for 
which  you  are  contending,  would  it? — It  would  not 
affect  the  principle,  in  my  miud,  in  the  slightest 
degree.  Suppose  the  number  of  shareholders  came 
down  to  10.000 ; then,  for  the  sake  of  argument,  it 
would  not  affect  the  principle. 

18.326.  Mr.  Mackinder:  May  I go  a bit  further, 
and  add  that  it  would  in  my  mind,  for  this  reason. 
It  would  not  only  affect  the  question  of  practic- 
ability, but  the  question  of  justice;  because  as  the 
thing  stands  at  the  present  moment,  when  we  take 
the  big  idea  of  justice,  the  nation  being  involved, 
it  would  be  unjust  to  throw  on  to  the  nation  the 
cost  of  administration,  and  all  the  rest  of  it,  in  that 
case;  but  if  already  the  thing  is  being  done,  the 
question  of  justice  does  come  in.  If  the  nation  is 
willing  to  do  it  in  the  one  case,  the  nation  ought  to 
be  willing  to  do  it  in  the  other  case? — I wanted  to 
say  that  although  I appear  as  representing  these 
companies,  I really  represent'  the  class  of  share- 
holders, and  that  the  number  of  shareholders  in  the 
United  Kingdom,  I imagine,  must  be,  at  the  very 
lowest,  equal  to  the  four  million  co-operative 
members. 

18.327.  It  is  a very  difficult  thing  to  answer,  be- 
cause of  course  they  overlap  so  much.  I know  a 
company  where  the  average  shareholding  would  be 
perhaps  £200,  but  then  a very  great  number  of  those 
shareholders  have  investments  elsewhere ; so  if  you 
are  trying  to  find  the  total  number  of  shareholders 
it  is  a very  difficult  question? — Yes. 

18.328.  Chairman:  You  say  in  your  paper  “and 
comprise  approximately  several  million  share- 
holders ” ? — Yes. 

18.329.  I regard  your  memorandum  as  a very 
valuable  and  important  paper,  and  we  are  very 
much  obliged  to  you  for  coming  here. — Thank  you. 
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Mr.  E.  R.  Thompson,  President  of  the  Federation  of  Grocers’  Associations  of  the  United  Kingdom, 

called  and  examined. 


The  witness  handed  in  the  following  statement 
as  his  evidence-in-chief:  — 

18.330.  I have  been  appointed  by  my  Federation 
to  give  evidence  on  their  behalf.  Our  organisation 
was  established  in  1891,  and  its  members  are  retail 
grocers,  provision  dealers,  Italian  warehousemen, 
and  household  stores  proprietors.  Our  membership 
is  about  16,000,  covering  about  40,000  shops.  They 
desire  me  to  give  evidence  on  some  points  in  reference 
to  the  application  of  the  Income  Tax  Acte  as  follows : 

1.  Depreciation. 

18.331.  (a)  Fixtures  (Fast).  In  this  matter,  in 
our  opinion,  the  rate  of  5 per  cent,  now  allowed  is 
too  low,  and  we  suggest  it  should  be  at  least  10  per 
cent. 

(b)  Plant  and  utensils.  At  present  the  practice 
is  not  to  allow  depreciation,  but  merely  to  allow  for 
renewals  and  replacements.  In  our  opinion  this  is 
not  satisfactory.  It  would  be  fairer  if  all  were 
written  down  annually  at  a rate  of  10  per  cent.  We 
also  suggest  that  there  should  be  an  allowance  of 
20  per  cent,  for  depreciation  on  horses,  motor  vans 
and  lorries,  and  10  per  cent,  on  other  rolling  stock 

(c)  Buildings.  Under  section  24  of  the  Finance 
Act,  1918,  it  is  provided  that  an  owner-occupier  of 
trade  premises  is  allowed  in  the  case  of  buildings 
which  are  peculiarly  subjected  to  depreciation,  such 
as  mills,  factories,  &c.,  to  deduct  the  whole  of  the 
annual  value  in  computing  his  profits  under  Schedule 
D,  instead  of  the  five-sixths  he  has  paid  under 
’Schedule  A.  We  suggest  that  grocers’  shops,  stables, 
&c.,  are  also  subject  to  extra  depreciation,  and  that 
therefore  the  above  quoted  section  of  the  Act  of  1918 
should  be  extended  to  such  premises  as  we  have 
indicated. 

2.  Leases. 

18.332.  In  our  opinion  the  cost  of  a lease  should  be 
written  down  over  the  length  of  such  lease  by  annual 
instalments.  The  actual  depreciation  in  the  premises 
has  to  be  made  good  by  the  lessees  at  the  end  of  the 
lease.  Further,  should  a lease  not  be  renewed  at  the 
end  of  its  term,  or  should  the  business  be  discon- 
tinued, the  trader  has  thus  to  hear  a heavy  loss.  The 
trader,  therefore,  should  be  allowed  to  write  this 
prospective  loss  off  as  suggested  by  annual  instal- 
ments. 

3.  Subscriptions  to  trade  associations. 

18.333.  Our  Federation  is  strongly  of  opinion  that 
these  should  be  allowed  as  part  of  a trader’s  ex- 
penses. About  four  years  ago  it  was  suggested  to 
us  that  we  should,  as  a Federation,  enter  into  agree- 
ment with  the  Inland  Revenue  to  submit  our  rules, 
annual  balance  sheets,  and  lists  of  members,  to  the 


Surveyors,  and  that  we  should  pay  tax  under  Sche- 
dule D on  the  excess  of  the  income  over  expenditure. 
We  were  also  invited  to  get  all  our  affiliated  societies 
to  enter  into  similar  agreements  and  undertakings. 
Most  of  them  did  so.  It  was  pointed  out  to  us  that 
trade  associations  such  as  ours  were  under  obligation 
to  pay  the  tax  under  Schedule  D as  set  forth  in  the 
case  of  the  Commissioners  of  Inland  Revenue  v.  the 
Old  Monkland  Conservative  Association.  We  were 
also  informed  that  by  our  Federation  and  its  affil- 
iated societies  entering  into  this  form  of  agreement 
with  the  Inland  Revenue,  the  individual  members 
of  all  such  societies  would  be  allowed  to  be  free  of 
tax  upon  their  annual  subscriptions.  Subsequently, 
owing  to  the  great  increase  in  the  tax,  and  to  :i 
decision  in  the  case  of  the  London  Trade  Protection 
Society,  we  decided  to  withdraw  from  that  agree- 
ment. We  are  now  informed  that  all  our  members 
will  no  longer  be  allowed  to  be  free  from  the  pay- 
ment of  Income  Tax  on  their  annual  subscriptions. 
This  we  believe  to  be  unfair.  These  trade  associa- 
tions are  not  in  any  way  trading  for  profit.  What- 
ever excess  of  income  over  expenditure  may  arise  is 
used  solely  for  the  trad©  protection  purposes  of  the 
members.  We  are  therefore  of  opinion  that  neither 
the  association  nor  its  individual  members  should  be 
called  upon  to  pay  Income  Tax  on  their  annual  sub- 
scriptions to  their  trade  associations. 

4.  Schedule  A. 

18.334.  Wo  are  of  opinion  that  where  a trader  is 
the  owner  as  well  as  occupier  of  his  premises  he 
should  be  allowed  to  charge  against  his  trading 
profits  the  actual  ralue  of  the  business  portion  of 
the  premises  in  relation  to  that  portion  used  as  a 
dwelling  house. 

5.  Assessment  under  Schedule  D. 

18.335.  We  are  of  opinion  that  the  basis  of  three 
years’  average  now  in  operation  is,  broadly  speak- 
ing, acceptable.  In  this  connection  we  also  agree 
that  some  systematic  method  of  book-keeping,  even 
in  the  case  of  small  traders,  should  be  encouraged 
bo  that  a true  statement  of  their  profits  and  losses 
should  be  regularly  set  forth,  alike  in  their  own 
interests  and  those  of  the  State.  We  would  also 
urge  that  where  the  wife  is  assisting  in  the  business 
and  has  to  engage  help  for  household  duties,  there 
should  he  an  allowance  made  for  her  services  which 
would  cover  the  cost  of  such  help  in  the  domestic 
work. 

6.  Payment  of  Income  Tox  under  Schedule  D 
by  Co-operative  Societies. 

18.336.  We  are  of  opinion  that  in  justice  to  all 
other  taxpayers,  the  Industrial  and  Provident 
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Societies  Act,  section  24,  should  be  amended  so  that 
Co-operative  Societies  should  bear  their  proper  share 
of  the  national  burden.  We  go  further  than  Sir 
James  Martin  in  Q.  5824  of  the  Minutes  of  Evidence 
of  this  Commission,  in  which  he  suggests  “the  case 
would  be  met  by  making  liable  to  Income  Tax  such 
Co-operative  Societies  as  trade  with  anyone  outside 
their  registered  list  of  members.’  We  are  of 
opinion  that  they  should  pay  tax  equivalent  to  the 
protection  they  receive  from  the  State.  We  re- 
spectfully submit  that  the  development  of  the  trading 
of  these  societies,  both  wholesale  and  retail,  is  such 
that  their  whole  position  in  relation  to  the  payment 
of  Income  Tax  should  be  reconsidered  from  the 
national  point  of  view. 

[This  concludes  the  evidence-in-chief.'] 

18.337.  Chairman:  Your  evidence-in-chief  has  been 
circulated,  and  the  members  of  the  Commission  have 
read  it,  and  you  will  now  be  asked  a few  questions 
on  your  paper. 

18.338.  Sir  E.  Nott-Bower:  Several  of  your  points 
have  been  before  us  already.  The  question,  for 
instance,  of  subscription  to  trade  associations ; I think 
we  have  considered  that  pretty  fully.  There  is  one 
small  point  I wanted  to  ask  you  about,  and  that  is 
on  paragraph  4,  where  you  ask  for  an  allowance 
against  trading  profits  of  the  actual  value  of  the 
business  portion  of  the  premises  in  relation  to  that 
portion  used  as  a dwelling  house.  You  get  some 
allowance  now,  do  you  not,  in  those  cases? — Yes;  I 
think  the  usual  allowance  is  two-thirds. 

18.339.  Yes,  not  exceeding  two-thirds.  What  you 
want  is  that  that  two-thirds  should  be  done  away 
with,  and  you  want  it  settled  in  each  individual  case 
what  the  proper  proportion  of  the  premises  is  which  is 
used  for  trading  purposes,  and  what  is  the  proportion 
which  is  used  as  a dwelling  house? — We  think  that 
would  be  better,  because  we  have  cases  before  us  in 
which  there  is  undoubtedly  a hardship  through  that 
hard  and  fast  two-thirds  arrangement. 

18.340.  I understand  that  point.  It  has  been 
brought  before  us  before. 

18.341.  Chairman : We  have  had  a great  many  of 
these  points  brought  before  us  by  other  witnesses. 

18.342.  Mr.  Holland-Martin : In  paragraph  1 (c) 
you  say  that  grocers’  shops  and  stables  are  also  sub- 
ject to  extra  depreciation;  in  what  way  do  you  mean? 
— We  think  there  is  quite  a heavy  wear  and  tear  of 
grocers’  shops  and  buildings,  and  our  point  is  that 
if  it  is  reasonable  that  mills  should  have  certain 
treatment,  we  think  it  ought  also  to  be  applied  to 
grocers’  shops.  We  cannot  differentiate  between 
them  in  that  respect  as  to  wear  and  tear.  The  floors 
wear  out  very  quickly;  the  walls  are  often  injured  by 
the  nature  of  the  goods,  which  are  heavy,  as  regards 
their  storage,  and  so  on.  It  has  been  put  forward 
by  the  people  that  I represent  that  really  we  ought 
to  be  brought  into  the  same  category  as  mills  and 
factories,  and  get  this  extra  allowance. 

18.343.  You  think  it  ought  to  apply  to  grocers  more 
than,  we  will  say,  to  linen  drapers? — Yes,  I contend 
it  does,  on  account  of  the  nature  of  the  goods. 

18.344.  Then,  in  paragraph  5,  you  say:  “where 
the  wife  is  assisting  in  the  business  and  has  to 
engage  help  for  household  duties,  there  should  be  an 
allowance  made  for  her  services.”  How  far  up  in 
the  scale  of  shops  would  you  allow  that  ? It  is 
obvious  it  would  be  quite  a small  shop  and  a small 
man  whose  wife  might  be  engaged  otherwise  in  house- 
hold duties,  but  who  helps  him  in  the  shop  and  has 
to  engage  help.  A little  further  up  the  wife  would 
probably  have  to  have  help,  and  it  would  be  very 
difficult  to  say,  I think,  where  it  is  necessary  for  her 
to  engage  help  for  the  house? — I think  it  would  have 
to  be  proved  that  she  had  engaged  help  to  take  her 
place  while  she  attended  to  the  business. 

18.345.  Mr.  May : Only  one  small  point,  but  I am 
sure  Mr.  Thompson  would  be  disappointed  if  I did 
not  ask  a question  on  paragraph  6.  The  bulk  of  the 
case  has  already  been  dealt  with,  and  I only  want 
to  ask  the  meaning  of  the  sentence : “ We  are  gf 
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opinion  that  they  should  pay  tax  equivalent  to  the 
protection  they  receive  from  the  State”? — We  feel 
that  it  would  not  be  possible  to  carry  on  business  with- 
out the  protection  of  the  State — that  is,  without  the 
services  which  the  State  renders,  and  that  we  pay 
through  Schedule  D a certain  proportion  of  that  ex- 
pense, and  we  think  that  a competing  trader  ought 
really  to  bear  his  'fair  share,  too. 

18.346.  Would  you  be  prepared  to  accept  the  find- 
ings of  the  Commission  if,  after  due  consideration, 
they  are  able  to  compute  what  they  think  is  the  tax 
equivalent  to  the  protection  the  Co-operative 
Societies  enjoy  from  the  State? — Yes.  I have  con- 
fidence that  if  the  Commission  deal  with  this  matter 
they  will  arrive  at  a fair  proportion.  If  they  deal 
with  it  at  all,  if  they  find  it  possible  to  deal  with 
it,  I am  sure  they  will  arrive  at  a fair  conclusion. 

18.347.  I think  there  is  no  doubt  that  they  will 
deal  with  it,  and  you  will  accept  that? — Will  I accept 
the  Commission’s  findings? 

18.348.  I do  not  mean  that  you  should  bind  your- 
self, but  generally  you  would  be  prepared  to  leave 
to  the  Commission  to  estimate  what  was  the  equiva- 
lent to  the  protection  they  receive  from  the  State? 
— Certainly  I would. 

18.349.  You  realize  that  the  Co-operative  Societies’ 
members  are  mostly  the  working  classes? — I do  not 
accept  that  altogether. 

18.350.  I did  not  say  altogether  the  working  classes, 
but  they  are  mainly  the  working  classes.  If  you 
will  admit  that  they  include  some  of  the  poor,  I 
will  admit  that  they  include  some  of  the  middle 
class,  but  they  are  mainly  of  the  working  classes?— 
Of  course,  you  want  a definition  of  working  classes. 
I would  claim  to  be  a working  man  in  a sense. 

18.351.  I will  accept  your  own  definition  of  your- 
self as  a working  man.  Do  you  think  that  if  we 
include  all  the  people  in  Co-operative  Societies  who 
are  in  no  better  circumstances  than  yourself  we 
have  got  the  bulk  of  the  working  men? — Quite 
possibly,  yes. 

18.352.  I only  want  to  know  if  you  have  taken  into 
account  in  suggesting  their  equivalent  in  protection 
by  the  State,  the  very  large  proportion  of  personal 
service  that  they  give  in  the  protection  of  the  State 
as  compared  to  any  other  section  of  the  community? 
— I do  not  think  they  should  have  any  particular 
preference  because  they  happen  to  be  members  of  a 
Cooperative  Society. 

18.353.  But  I am  suggesting  now  the  point  that 
they  do  provide  the  protection  for  the  State? — I am 
sorry ; I could  not  accept  that. 

18.354.  That  is  all;  I only  wanted  to  ask  if  you 
have  taken  that  into  account? — Oh,  yes. 

18.355.  Mr.  Synnott : As  to  depreciation  of  build- 
ings, do  you  realize  that  if  you  were  allowed  to  be 
put  in  the  same  position  as  regards  depreciation  as 
mills,  factories,  and  so  on,  that  principle  must  have 
an  enormously  wide  , extension,  and  would  affect  the 
Revenue ; you  cannot  confine  it  to  grocers’  shops, 
can  you? — Perhaps  not.  but  as  traders  I am  charged 
to  put  forward  the  view  that  we  cannot  see  why 
there  should  be  any  treatment  of  our  shops  different 
from  mills  and  factories. 

18.356.  But  you  do  not  suggest  that  the  depreciation 

in  a grocers’  shop  is  the  same  as  in  a factory  where 
there  is  working  machinery,  vibration  and  so  on?— 
It  might  be  a matter  of  degree,  but  we  still  con 
tend 

18.357.  Have  you  considered  that  in  a farmer’s 
premises,  for  instance,  there  must  be  an  enormous 
depreciation  too?  Do  you  not  see,  if  you  claim  this 
and  get  it,  it  must  be  very  widely  extended,  and  will 
affect  the  tax,  and  it  must  be  raised  in  Borne  other 
way,  and  possibly  by  an  increased  rate  of  tax,  which 
would  ultimately  fall  upon  you? — I think  we  are 
entitled  to  look  at  it  as  traders  from  our  particular 
point  of  view. 

18.358.  You  have  not  looked  at  it  from  the  general 
point  of  view? — I do  not  think  we  are  bound  to  look 
at  it  from  that  point  of  view,  or  we  might  look  at  a 
great  many  more  things.  We  take  it  entirely  from 
our  point  of  view  as  traders. 

18.359.  Chairman:  Is  there  any  other  point  that 
vou  specially  want  to  put  before  the  Commission? — 
I want  to  emphasize  the  point  of  paragraph  3,  sub- 
scriptions to  trade  associations. 
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18.360.  Yes? — We  feel  that  we  contribute  to  trade 
associations  purely  and  simply  from  the  point  of  view 
of  the  benefit  to  our  trade. 

18.361.  Sir  T.  Whittaker:  May  I ask  what  is  the 
amount  of  the  subscription — roughly? — In  the  case 
of  some  associations  perhaps  from  5s.  to  a guinea. 

18.362.  Is  that  really  worth  bothering  about — the 
tax  on  os.  or  the  tax  on  a guinea? — Well,  a man 
might  be  a member  of  more  than  one  association,  and 
now  that  the  Income  Tax  is  so  high,  of  course,  it  is  a 
heavier  item.  It  comes  to  this.  We  have  these 
complaints,  and  we  are  charged  to  bring  them  before 
the  Commission,  and  the  people  who  pay  the  tax 
seem  to  think  it  is  quite  an  appreciable  item. 

18.363.  Mr.  May : There  is  one  question  I would 
like  to  put  to  the  witness,  my  lord.  I should  respect 
their  opinion  upon  this.  I have  raised  in  the  case 
of  other  witnesses  the  point  as  to  how  far  the  member- 
ship of  the  many  traders’  organisations  that  have 
been  before  this  Commission  is  duplicated.  I suggest 
that  it  is  very  very  largely  the  case.  For  example, 
we  have  had  the  British  Association  of  Chambers  of 
Commerce,  and  we  have  had  certain  Chambers  of 
Commerce.  There  are  Chambers  of  Trade  to  come, 
and  the  Traders’  Defence  League,  and  I suggest  that 
they  do  not  in  each  case  represent  a separate  and 
distinct  membership.  I think  it  is  rather  important 


that  the  Commission  should  know  how  far  the  mem- 
bership is  duplicated  in  these  representations. 

18.364.  Chairman : Have  you  been  represented  by 
any  of  the  associations  that  have  been  before  this 
Commission? — To  a very  small  extent,  my  lord.  I 
may  say  on  that  point  we  come  in  constant  contact 
with  our  members  in  various  ways,  and  we  would 
hear  if  they  were  members  of  other  bodies. 

18.365.  Mr.  May : Do  the  members  not  generally 
in  their  own  districts  belong  to  the  Chamber  of 
Commerce,  for  example,  or  Chambers  of  Trade?— No. 
With  respect  to  the  trade  we  are  engaged  in,  the 
Chambers  of  Commerce  are  rather  above  our  level ; 
their  membership  is  more  of  the  merchant  type. 

18.366.  Chairman : That  is  so,  I think,  Mr.  May. 

18.367 . Mr.  Manvillc  : I think  I am  in  a position 
to  make  a statement  about  that.  There  are  retail 
sections  to  most  Chambers  of  Commerce  representing 
as  a rule  a very  Bmall  minority  of  the  Chamber.— 
Within  my  knowledge,  for  instance,  they  do  not  have 
a section  for  retailers  at  all. 

18.368.  Mr.  Manville : They  do  in  some  cases. 

18.369.  Mr.  May:  It  is  not  my  desire  in  the 
slightest  degree  to  make  capital  out  of  this  point.  I 
simply  want  to  get  at  the  facts. 

18.370.  Chairman : It  is  quite  a proper  question. 
(To  Witness)  Is  there  anything  else  you  want  to  say? 
— I think  not,  my  lord. 

18.371.  Chairman : We  are  much  obliged  to  you. 


Me.  Newman  Hail  Cooper,  Mr.  Thomas  Goodwin,  and  Mr.  Robert  Macintosh 
Union  of  Great  Britain  and  Wand,  called  and  examined. 


on  behalf  of  the  Co-operative 


The  witnesses  handed  in  the  following  statement  as 
their  evidence-  in-chief : — 


18,372.  Evidence-in-chief  submitted  on  behalf  of 
the  Co-operative  Union  of  Great  Britain  and 
Ireland  by  Mr.  Newman  Hall  Cooper, 
accountant  to  the  Co-operative  Union  Limited, 
w'ho  will  deal  with  the  general  and  distributive 
movement,  by  Mr.  Thomas  Goodwin,  bank 
manager,  Co-operative  Wholesale  Society 
Limited,  who  will  deal  with  the  English  Co- 
operative Wholesale  Society  Limited,  by 
Mr.  Robert  Macintosh,  accountant  to  the 
Scottish  Co-operative  Wholesale  Society 
Limited,  who  will  deal  with  the  Scottish  Co- 
operative Wholesale  Societv  Limited  and  the 
distributive  movement  in  Scotland. 


18,373.  (1)  The  Co-operative  Union  Limited  is  an 
organisation  which  officially  represents  registered 
Co-operative  Societies  and  their  work  in  the  United 
Kingdom.  It  comprises  1,307  Co-operative  Societies, 
including  the  English  and  Scottish  Co-operative 
Wholesale  Societies,  with  3,814,437  share-holding 
members,  mainly  heads  of  families;  it  thus  represents, 
approximately,  twelve  million  persons,  equal  to 
about  one-fourth  of  the  population.  The  trade  of 
the  distributive  societies  for  1918  was  £155,157,963, 
that  of  the  English  Co-operative  Wholesale  Society 
£65,167,960,  and  that  of  the  Scottish  Co-operative 
Wholesale  Society  £19,221,086. 


18,374.  (2)  The  Co-operative  Union  represents  only 
what  are  generally  known  as  Working  Men’s  Indus- 
trial or  Co-operative  Societies.  Owing  to  various 
causes,  there  are  several  other  forms  and  kinds  of 
societies  and  organisations  registered  under  the 
Industrial!  and  Provident  Societies  Acts,  but  the  Co- 
operative Union  only  takes  cognisance  of  that  kind 
of  society  for  which  the  Act  was  originally  intended, 
viz.,  associations  or  societies  of  working  men  formed 
to  carry  on  in  common  the  trade  or  business  of 
dealers  in  provisions  and  other  necessaries  of  life 
nnd  to  prod, loo  or  manufacture  any  of  the  goods  or 
articles  so  dealt  in. 


18,375.  (3)  These  societies,  in  some  form  or  othe 
date  back  to  the  early  part  of  the  last  century,  an 
became  more  generally  established  about  the  midd 
of  that  century.  They  have  from  time  to  tin- 
formed  the  subject  of  legislation  in  Parliament  o 
the  ground  that  it  was  wise  and  prudent  to  encourar 
the  growth  of  habits  of  thrift  and  business  econom 
amongst  tho  working  classes,  for  whose  benefit  tl 
societies  were  established. 


Industrial  and  Provident  Societies  Acts. 

18.376.  (4)  The  co-operative  position  in  this  respect, 
as  in  others,  has  gradually  emerged  from  the  legisla- 
tion on  which  the  Friendly  Societies  were  at  first 
established,  and  in  this  connection  it  may  be  noted 
that  the  work  of  registration  of  societies  originally 
carried  out  under  the  Friendly  Societies  .Acts,  in  a 
more  or  less  perfunctory  manner  by  the  justices,  is 
still  under  the  control  of  the  Chief  Registrar  of 
Friendly  Societies. 

18.377.  (5)  Industrial  and  Provident,  as  distinct 
from  Friendly  Societies,  were  first  legalized  under 
the  Act  of  1852,  which  made  provision  for  the  main 
points  constituting  the  present  rules  of  our  societies. 
That  Act  did  not  contain  any  specific  exemption 
froni  Income  Tax,  but  it  enacted  that  all  the  pro- 
visions of  the  laws  relating  to  Friendly  Societies 
should  apply  to  every  society  constituted  under  the 
Act.  At  that  time  Friendly  Societies  enjoyed  an 
exemption  under  Schedule  C of  the  Income  Tax  Acts 
which  was  extended  to  interest  and  other  profits 
chargeable  under  Schedule  D.  The  limitation  of  the 
interest  of  any  member  in  the  funds  of  any  society 
was  fixed  at  £l00,  plus  any  annuity  not  exceeding 
£30.  The  Act  of  1862  raised  this  limit  to  an  exclu- 
sive total  of  £200.  It  also  enacted  that  the  pro- 
visions of  the  Friendly  Societies  Acts  in  respect  of 
exemption  from  stamp  duties  and  Income  Tax.  Are., 
should  apply  to  Industrial  and  Provident  Societies. 

18.378.  (6)  The  Act  of  1867  is  the  first  Industrial 
and  Provident  Societies  Act  which  mentions  the 
question  of  Income  Tax,  and  provides  that  the  Co- 
operative Societies  registered  under  that  Act  shall 
not  be  chargeable  with  the  dutv  under  Schedules  C 
and  D of  the  Income  Tax  Acts.  The  section  expressly 
s^a'^®s>  as  d°  alii  subsequent  Acte,  that  such  exemption 
shiall  not  relieve  any  member  or  employee  of  such 
society  of  any  payment  of  the  tax  in  any  case  in 
which  his  total  income,  inclusive  of  his  portion  of  the 

profits  ” amounts  to  the  sum  of  £100  or  upwards. 
Ihis  provision  is  limited  to  the  condition  imposed 
by  the  Industrial  and  Provident  Societies  Acts 
limiting  a member’s  holding  to  £200,  thus  clearly 
indicating  in  this  earliest  provision  that  no  real 
exemption  was  being  given,  but  that  simply  a different 
method  of  collection  was  being  adopted  in  view  of 
the  small  sums  involved  and  the  consequent  non- 
liability of  most  of  the  members.  Moreover,  it  should 
be  noted  that  at  that  time  the  exemption  allowed  by 
the  Income  Tax  Acte  was  £30  below  the  present 
standard,  at  which  figure  it  remained  for  the  follow- 
ing nine  years. 
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18.379.  (7)  A consolidating  Act  was  passed  in  1876, 
in  which  the  whole  of  the  provisions  for  the  constitu- 
tion and  control  of  Co-operative  Societies  was 
elaborated  and  extended.  The  Income  Tax  clause, 
however,  waB  continued  in  a briefer  and  more  concise 
form,  expressing  the  same  exemption  as  the  Act  of 
1867,  subject,  of  course,  to  the  exemption  limit  of  the 
Finance  Acts,  which  in  that  year  raised  the  exemption 
to  £150. 

18.380.  (8)  The  Industrial  and  Provident  Societies 
Act,  1893,  which  is  the  charter  of  the  movement  at  the 
present  time,  contains,  in  section  24,  the  considered 
statement  of  the  position  on  which  we  rely,  with  its 
official  interpretations,  for  the  justification  of  our 
case. 

18.381.  (9)  It  may  be  well  to  reproduce  the  section 
here  exactly  as  it  stands : — 

“ A registered  society  shall  not  be  chargeable 
under  Schedules  C and  D of  the  Income  Tax 
Acte  unless  it  sells  to  persons  not  members  thereof, 
and  the  number  of  shares  of  the  society  is  limited 
either  by  its  rules  or  its  practice.  But  no  mem- 
ber of,  or  person  employed  by  the  society,  shall  be 
exempt  from  any  assessment  to  the  said  duties  to 
which  he  would  be  otherwise  liable.” 

The  'present  position. 

18.382.  (10)  It  is  impossible  to  define  the  actual 
relationship  of  our  societies  to  the  Income  Tax  law 
with  greater  clearness  or  accuracy  than  the  Treasury 
and  the  Board  of  Inland  Revenue  have  done  in 
various  official  memoranda  and  documents.  Where 
the  governmental  authorities,  who  are  chiefly  respon- 
sible for  obtaining  revenue  for  the  State,  so  unani- 
mously justify  our  position,  it  seems  futile  to  do  more 
than  quote  their  considered  pronouncements. 

18.383.  (11)  In  a memorandum  printed  for  general 
circulation,  and  issued  by  the  Treasury,  the  first  sen- 
tence in  a 11  General  Statement  of  the  Law  ” affecting 
Co-operative  Societies  declares  that  “ Industrial  and 
Provident  Societies  enjoy  no  real  exemption  from 
Income  Tax.” 

18.384.  (12)  The  memorandum  proceeds — “ It  is 
true  that  societies  registered  under  the  Industrial  and 
Provident  Societies  Acts  are  by  Statute,  under  certain 
conditions,  exempt  from  direct  assessment  to  Income 
Tax  under  Schedules  C and  D ; but  this  is  a mere 
matter  of  administrative  convenience.  The  exemp- 
tion is  not  an  exemption  from  Income  Tax  on  profits. 
It  is  merely  an  exemption  from  the  liability  which  the 
Income  Tax  Acts  impose  on  companies,  &c.,  to  account 
for  the  Income  Tax  on  behalf  of  their  shareholders. 
It  is,  in  fact,  merely  a variation  in  the  machinery  of 
collection,  not  in  the  principle  of  the  tax.  It  is  ex- 
pressly stated  in  the  law  that  the  exemption  does  not 
relieve  a single  member  of  such  a society  from  any 
assessment  to  which  he  would  be  otherwise  liable.” 

18,386.  (13)  Again,  the  same  authority  says:  “It 
makes  no  real  difference  whether  a Co-operative 
Society  is  assessed  directly  to  Income  Tax  or  not ; the 
distinction  simply  is,  that  if  the  society  is  assessed 
directly , Income  Tax  is  deducted  from  each  member’s 
share  of  the  profits  before  he  receives  it,  but  he  can 
claim  repayment  afterwards  if  he  is  not  individually 
liable.  If  the  society  is  not  assessed  directly  each 
member  receives  his  share  in  full  without  any  deduc- 
tion, but  he  has  to  pay  Income  Tax  upon  it  afterwards 
if  he  is  individually  liable.” 

18.386.  (14)  This  statement  of  the  law  is  largely 
based  on  an  exhaustive  memorandum  presented  to  the 
Departmental  Committee  on  Income  Tax  in  1904  by 
the  Deputy  Chairman  of  the  Board  of  Inland 
Revenue. 

18.387.  (15)  It  should  also  be  remembered  that  all 
the  so-called  Co-operative  Societies  (some  of  which  are 
registered  as  joint  stock  and  limited  liability  com- 
panies) which  do  not  fall  under  the  head  of  exempted 
Industrial  and  Provident  Societies  are  liable  to  direct 
assessment  to  Income  Tax.  The  Army  and  Navy  Co- 
operative Society  Limited,  the  Army  and  Navy 
Auxiliary  Co-operative  Society  Limited,  the  Junior 
Army  and  Navy  Stores  Limited,  the  New  Civil  Ser- 
vice Co-operative  Society  Limited,  and  the  Civil  Ser- 
vice Co-operative  Society  Limited  are  directly 
assessed. 


18.388.  (16)  The  Civil  Service  Supply  Association 
Limited,  though  registered  under  the  Industrial  and 
Provident  Acts,  is  directly  assessed  to  Income  Tax 
because,  while  it  sells  to  non-members,  the  number  of 
its  shares  is  limited. 

18.389.  (17)  The  question  as  to  “ whether  Co-opera- 
tive Societies  enjoy  . . . any  undue  exemption 

from  liability  to  Income  Tax  ” was  made  the  subject 
of  a special  inquiry  by  a Departmental  Committee 
appointed  by  the  Chancellor  cf  the  Exchequer  in  1904. 
The  original  terms  of  reference  to  this  committee  con- 
tained no  mention  of  Co-operative  Societies.  The 
first  point  on  which  the  committee  were  instructed  to 
inquire  into  and  report  upon  was : “ the  prevention 
of  fraud  and  evasion  ” in  the  working  of  the  Income 
Tax  Acts  amongst  the  general  body  of  the  people. 

18.390.  (18)  It  is  significant  that  it  was  while  this 
part  of  the  inquiry  was  developing  that  the  com- 
mittee thought  it  desirable  that  their  reference  should 
be  extended  so  as  to  embrace  the  question  of  the 
position  of  Co-operative  Societies  in  connection  with 
the  Income  Tax.  The  matter  was  referred  to  the 
Chancellor,  who  agreed,  and  the  reference  to  Co- 
operative Societies  quoted  above  was  given  to  the 
committee. 

18.391.  (19)  The  Report  says:  “There  is,  no 

doubt,  some  leakage  in  the  assessment  and  collection 
of  the  small  sums  that  become  payable  under  these 
circumstances.  This  is  inevitable  under  any  system, 
and  is  not  peculiar  to  incomes  derived  from  Co- 
operative Societies.  The  leakage,  moreover,  is  in 
this  case,  we  are  satisfied,  very  trifling  in  amount 
ds  compared  with  evasion  elsewhere .” 

18.392.  (20)  It  further  says:  “In  so  far  as  mem- 
bers of  Co-operative  Societies  are  in  receipt  of  in- 
comes not  exceeding  £160  a year,  and  the  immense 
majority  of  members  are  in  this  class,  it  cannot  be 
seriously  contended  that  they  are  not  as  fully  en- 
titled to  relief  as  other  persons  in  receipt  of  small 
incomes.  It  follows  that  if  the  tax  were  collected 
at  the  source,  the  great  bulk  of  the  members  would 
in  any  case  be  entitled  to  repayment,  and  the  pro- 
cedure of  first  collecting  and  then  repaying  the  tax 
would  involve  a large  amount  of  useless  and  costly 
labour  on  the  part  of  the  Revenue  officials,  and  of 
unnecessary  trouble  to  the  taxpayer.” 

18.393.  (21)  In  connection  with  this  last  sentence 
we  refer  to  an  extract  from  a judgment  of  Lord 
Blackburn,  given  in  the  House  of  Lords  on  an 
Income  Tax  Appeal  case  in  1881 : “ The  object  of 
those  framing  a tax  is  to  grant  to  Her  Majesty  a 
revenue.  No  doubt  they  would  prefer,  if  it  were 
possible,  to  raise  that  revenue  equally  from  all,  and, 
as  that  cannot  be  done,  to  raise  it  from  those  upon 
whom  the  tax  falls  with  as  little -trouble  and  annoy- 
ance and  as  equally  as  can  be  contrived;  and,  when 
any  enactments  for  the  purpose  can  bear  two  inter- 
pretations, it  is  reasonable  to  put  that  construction 
on  them  which  will  produce  these  effects.”  [1  Tax 
Cases,  p.  316.] 

18.394.  (22)  To  return  to  the  Departmental  Com- 
mittee’s Report,  it  further  says  : “ But  this  is  not 
all.  We  also  think  it  clearly  established  that,  in  a 
society  of  the  Rochdale  type,  the  dealings  of  the 
society  with  its  own  members  do  not  result  in  any- 
thing which  can  be  treated  as  ‘ profit  ’ within  the 
'meaning  of  the  present  Income  Tax  Acts  or  which 
could  in  fairness  be  so  treated  under  any  amendment 
of  the  law.” 

18.395.  (23)  Again,  the  Report  says,  dealing  with 
the  “ so-called  dividend  ” : “ The  suggestions  made 
to  us  that  the  ‘ dividend  ’ which  is  paid  to  members 
of  these  societies  constitutes  a profit  which  would 
properly  be  taxable,  rest,  we  think,  on  a misappre- 
hension of  the  nature  of  the  ‘ dividend.’  The  so- 
called  ‘ dividend  ’ arises  from  the  fact  that  the  prices 
charged  by  the  society  to  its  members  are  in  excess 
of  cost  price.  If  the  goods  were  distributed  at  the 
exact  cost  price,  there  would  be  no  ‘ dividend,’  and 
it  follows  that  no  question  of  Income  Tax  could  arise 
But  the  societies,  for  what  they  consider  good  reasons, 
prefer  to  fix  a scale  of  prices  which  leaves  a margin 
over  and  above  cost.  Thus  an  adjustment  has  to 
bo  made  periodically,  and  the  balance  between  cost 
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price  and  distributing  price  is  divided  among  the 
members  in  proportion  to  the  value  of  their  pur- 
chases. This  ‘ dividend  ’ is  clearly  not  profit,  but 
merely  a return  to  members  of  sums  which  they  have 
paid  for  their  own  goods  in  excess  of  the  cost  price. 
There  can  be  no  doubt  that  the  procedure  which  we 
have  described — resulting,  as  it  does,  in  periodical 
returns  to  members — is  conducive  to  thrift,  and  we 
see  no  reason  for  discouraging  it.” 

18.396.  (24)  Finally,  we  have  their  definite  and 
considered  conclusion,  which  should  satisfy  the  most 
persistent  of  the  opponents  of  co-operation.  “ We 
do  not  think,  therefore,  that  any  case  for  alteration 
of  the  Income  Tax  law  was  made  out  by  the  Traders’ 
Associations;  certainly  none  is  required  in  the  in- 
terests of  the  Revenue.  Indeed,  the  particular  pro- 
posals which  have  been  put  before  us  would  not  only 
on  general  grounds  be  inequitable  or  impracticable, 
but  also,  by  reason  of  the  expense  they  would  entail, 
actually  disadvantageous  to  the  Treasury.” 

18.397.  (25)  On  the  contrary  we  propose  to  show 
later  in  this  evidence  how,  instead  of  enjoying  any 
exemption,  co-operators  are  at  present  paying  more 
than  their  fair  share  of  taxation  in  comparison  with 
other  citizens. 

18.398.  (26)  Before  dealing  with  Income  Tax  in 
relation  to  Co-operative  Societies,  we  submit  the 
following  proposals  on  some  Income  Tax  questions 
which  are  not  peculiar  to  Co-operative  Societies,  but 
which  concern  our  members  as  citizens. 

Limit  of  exemption  and  abatement. 

18.399.  (27)  In  relation  to  the  limit  of  exemptions, 
we  support  the  demand  put  forward  that  such  limit 
should  be  raised  to  £250,  which,  as  shown  by  the 
National  Insurance  (Rates  of  Remuneration)  Act, 
1919,  represents  at  the  present  time  the  former  £160. 

18.400.  (28)  The  Co-operative  Congress  has  on 
various  occasions  passed  resolutions  advocating  the 
abolition  of  taxes  on  food  and  other  indirect  taxation, 
and  the  substitution  therefor  of  direct  taxation.  As 
far  as  possible  the  needs  of  the  country  should  be  met 
by  direct  taxation. 

18.401.  (29)  In  view  of  the  present  indirect  taxa- 
tion, we  accept  Mr.  Herbert  Samuel’s  estimate  that 
persons  in  receipt  of  £150  a year  are  already  paying 
their  fair  share,  or  more,  of  taxation  without  the 
imposition  of  Income  Tax.  Taking  into  account 
the  purchasing  power  of  money,  we  favour  the  raising 
of  the  limit  of  exemption  to  £250.  We  are  also  of 
opinion  that  the  limit  of  exemption  and  abatement 
should  be  fixed  at  the  same  figure. 

Three  years’  average. 

18.402.  (30)  This  should  be  abolished  and  assessment 
made  upon  the  profits  of  the  previous  year.  We  make 
this  suggestion  for  the  reasons  which  led  the  Income 
Tax  Committee  of  1905  to  state  that  such  change  would 
on  the  whole  be  advantageous. 

Wage-earners’  assessments. 

18.403.  (31)  Such  assessments  should  be  made  under 
the  same  rules  and  regulations  as  apply  to  other  tax- 
payers, the  assessment  being  made  on  the  income 
earned  during  the  previous  year.  Payments  should  be 
made  as  easy  as  possible,  say,  quarterly,  and  the  use 
of  Inland  Revenue  stamps  should  be  encouraged  by 
the  sale  of  same  at  all  post  offices. 

Traders  and  accounts. 

18.404.  (32)  All  traders,  including  farmers,  should 
present  proper  accounts,  to  be  certified,  if  so  required 
by  the  Inspector  who  should  have  the  right  to  verify 
by  inspection  of  books ; and  in  the  case  of  traders,  an 
estimate  of  the  goods  used  for  home  consumption 
should  be  included  as  is  now  done  with  farmers’ 
accounts. 

Working-class  organisations. 

18.405.  (33)  Where  the  funds  of  working-class  or- 
ganisations is  found  by  wage-earners,  the  greater 
number  of  whom  after  making  the  usual  allowance  for 
wife  and  children  are  entitled  to  exemption  from  the 


payment  of  Income  Tax,  the  income  of  such  organisa- 
tions in  our  opinion  should  not  be  taxed  at  the  source, 
but  members  liable  to  payment  of  tax  should  be  taxed 
directly  on  the  income  they  receive. 

18.406.  (34)  Among  such  organisations  are  trade 
unions,  Friendly  Societies,  and  Co-operative  Societies. 
If,  instead  of  one  Schedule  for  the  payment  of  tax, 
the  present  Schedules  are  retained,  then  in  such  cases 
all  Schedules  should  be  dealt  with  in  the  same  manner. 

Position  of  Co-operative  Societies. 

18.407.  (35)  At  the  end  of  1918  there  were  1,365 
retail  trading  Co-operative  Societies  in  Great  Britain 
and  Ireland  recognized  by  the  Co-operative  Union  in 
its  statistics,  with  a membership  of  3,846,531,  a share 
capital  of  £54,039,225,  and  a loan  capital  of 
£7,355,483.  The  interest  on  share  capital  paid  for 
1918  was  £2,230,275. 

18.408.  (36)  These  societies  possess  land,  buildings, 
and  house  property  to  the  extent  of  £23,162,589,  on 
all  of  which  Income  Tax  under  Schedules  A and  B is 
paid  where  the  land  for  agricultural  purposes  is  in  the 
occupation  of  the  society.  During  1918  the  trade  of 
these  1,365  societies  amounted  to  £155,157,963,  being 
an  average  of  a little  over  £40  per  member. 

18.409.  (37)  The  societies  take  from  their  members 
share  capital  varying  in  amount  from  £1  (one  share) 
up  to  £200  (200  shares),  the  limit  fixed  by  Act  of 
Parliament. 

18.410.  (38)  A fixed  rate  of  interest  is  paid  by  each 
society  to  its  members  on  the  capital  which  they  have 
respectively  invested  or  allowed  to  accrue.  The  rate 
of  interest  varies  in  different  societies,  but  it  is  fixed 
by  each  in  its  rules,  and  normally  does  not  exceed  5 
per  cent. 

Methods  of  working. 

18.411.  (39)  After  providing  for  all  working  ex- 
penses, the  payment  of  the  interest  agreed  to  be  paid 
on  loans,  and  the  interest  stipulated  by  the  rules  to 
be  paid  on  shares,  the  accounts  of  the  society  are  made 
up,  and  any  surplus  arising  from  carrying  on  the  busi- 
ness of  the  society  is  divided  amongst  the  members  in 
proportion  to  their  purchases  from  the  society  during 
the  period  to  which  the  accounts  relate.  This  in 
ordinary  co-operative  language  is  called  a “ dividend,” 
but  it  is  really  a return  to  the  members  of  the  sums 
which  they  have  paid  for  their  own  goods  in  excess 
of  cost  price. 

Trade  with  non-members. 

18.412.  (40)  We  have  gone  to  some  trouble  to  ascer- 
tain to  what  extent  this  prevails,  and  from  the  figures 
hereinafter  given,  it  is  found  that  non-members’  trade 
is  a mere  fraction  of  the  total  trade  of  a society, 
and  has  in  fact  very  little  bearing  whatever  on  the 
profits  or  losses.  In  some  societies  the  non-members 
are  allowed  a rebate  equal  to  about  half  the  rate  in 
the  pound  of  that  accruing  to  members. 

18.413.  (41)  The  total  trade  of  830  retail  societies 
which  have  made  returns  in  answer  to  our  inquiry 
is  £127,275,919,  and  the  non-members’  trade  done  by 
these  societies  is  £266,312,  which  is  about  0-2  per 
cent,  of  the  total  turnover.  The  surplus  from  this 
trade  available  for  dividend  is  £14,000,825,  which  is 
reduced  by  £1,857,569,  paid  as  interest  on  share 
capital,  to  £12,169,256,  and  0-2  per  cent,  of  this  is 
£24,330  profit  on  non-members’  trade;  this  is  again 
reduced  by  the  dividend  paid  to  non-members. 

18.414.  (42)  Non-members’  trade  is  therefore  so 
small  that  for  Income  Tax  purposes  it  is  entirely  neg- 
ligible, and,  as  the  authorities  say,  would  not  pro- 
duce revenue,  but  rather  involve  expense  to  the  State 
if  any  attempt  were  made  to  collect  it. 

Schedules  A and  B. 

Co-operative  Societies  do  not  escape  taxation,  but 
are  in  fact  overtaxed. 

18.415.  (43)  For  the  purposes  of  this  evidence,  we 
have  circularized  the  whole  of  the  societies  as  recog- 
nized by  the  Co-operative  Union,  and  have  received 
returns  from  some  832  societies,  giving  particulars 
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of  tax  paid  by  them  in  respect  of  assessments  under 
Schedules  A and  B for  the  years  as  follows:  — 

830  retail  societies : 

1914-15.  1917-18. 

Schedule  A ...  £61,662  ...  £182,546 

B ...  £1,125  ...  £6,333 

18  416.  (44)  The  membership  of  these  societies  was 
3,155,994  at  the  end  of  1918,  with  a turnover  of 
£127,275,919,  which  includes  sales  to  non-members 
of  £266,312,  being  about  0 2 per  cent,  of  the  total 
turnover. 

18.417.  (45)  The  surplus  from  this  trading  was 
£14  000,825,  and  the  interest  on  shares  held  by  the 
members  was  £1,857,569. 

Two  wholesale  societies : 

1914-15.  L917-18. 

Schedule  A ...  £11,540  ...  £43,487 

„ B ...  £101  ...  £1,695 

18.418.  (46)  The  individual  membership  repre 
sented  by  these  two  societies  was  3,413,763  at  the  end 
of  1918,  with  a trade  of  £84,389,046,  including 
£6,417,287  with  non-members,  the  latter  being  about 
7J  per  cent,  of  the  total. 

18.419.  (47)  The  sales  to  non-members  were 
materially  increased  owing  to  war  contracts,  which 
were  forced  upon  the  societies  and  which  will  not 
recur. 

18.420.  (48)  The  total  amount  of  tax  paid  was 
£234,061  for  the  financial  year  1917-18,  when  the 
rate  of  tax  was  5s.  in  the  pound,  and  if  one-fifth  is 
added  to  this  amount,  a sum  of  £280,873  will  be  paid 
for  the  financial  year  1918-19,  against  an  amount  of 
£74,428  paid  for  the  financial  year  1914-15. 

18.421.  (49)  There  has  been  no  change  in  the 
method  of  working  Co-operative  Societies  since  the 
Report  of  the  Committee  on  Income  Tax  which  re- 
ported in  1905  that  the  surplus  arising  out  of  the 
mutual  trading  is  purely  deferred  discount.  The 
taxable  surplus,  if  any,  of  Co-operative  Societies, 
therefore,  is  represented  by  the  interest  paid  to  mem- 
bers on  share  capital  and  loans. 

18.422.  (50)  In  view  of  the  fact  that  such  interest 
is  taxed  in  the  hands  of  such  of  the  recipients  as  are 
liable  to  Income  Tax,  all  tax  now  charged  upon  Co- 
operative Societies  in  respect  of  Schedules  A and  B 
is  already  paid  by  the  members,  and  the  charging  of 
the  same  against  the  societies  is  to  levy  the  tax 
twice,  and  such  double  taxation  is  ultimately  borne 
by  the  members.  In  view  of  the  difficulties  attendant 
on  reclaims  and  the  small  sums  individually  involved 
(the  average  of  capital  invested  per  member  being 
£17)  no  reclaim  or  abatement  has  ever  been  made  by 
or  to  members  in  respect  of  such  payments  under 
Schedules  A and  B.  The  830  retail  societies  pre- 
viously mentioned  paid  tax  in  1917-18  under 
Schedules  A and  B of  £188,879,  and  if  one-fifth  be 
added  this  will  give  an  estimated  taxation  of 
£226,655  payable  for  the  current  year.  The  interest 
payable  to  members  was  £1,857,569,  which  repre- 
sented almost  the  whole  of  the  true  profits  of 
the  societies.  The  tar  payable  under  Schedules 
A and  B is  equal  to  2s.  4d.  in  the  pound  on 
the  aggregate  interest  paid  by  such  societies.  As 
very  few  of  our  members  have  incomes  exceeding 
£500,  and  it  is  estimated  that  about  90  per  cent,  of 
our  members  are  exempt,  it  is  evident  that  such  in- 
terest has  already  paid  more  than  its  full  tax  before 
it  is  received  by  the  members  and  again  taxed. 

18.423.  (51)  In  our  view,  the  reasons  which  have  in 
the  past  led  to  taxation  of  the  income  in  members’ 
hands  instead  of  at  the  source  still  exist,  and  such 
form  of  taxation  is  the  most  convenient.  As  all  in- 
come  is  taxed  in  the  hands  of  the  members  there 
should  be  no  taxation  of  the  same  income  in  the 
hands  of  the  societies,  and  societies  should  not  be 
assessed  under  Schedules  A and  B. 

18.424.  (52)  We  contend  that  in  respect  to  the  sale 
of  farm  produce  we  should  not  be  assessed  under 
Schedule  B,  as  our  farming  operations  are  an  exten- 

. sion  of  the  mutual  trading  which  exists  amongst  the 
members,  inasmuch  as  we  till  the  ground  to  produce 
food,  instead  of  purchasing  the  food  ready  grown. 
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The  benefits  arising  from  the  occupation  of  land  by 
Co-operative  Societies  is  not  an  economic  profit,  and, 
therefore,  we  ought  not  to  be  assessed  under  Schedule 

B. 

18.425.  (53)  We  are  compelled  by  law  to  prepare 
and  issue  balance  sheets  to  our  members.  We  also 
collect  and  publish  particulars  of  the  trade,  etc.,  for 
each  year  of  all  our  societies,  and  the  information 
supplied  is  far  more  detailed  than  that  required  from 
any  public  company. 

Summary. 

18.426.  (54)  On  the  whole  question  of  Co-operative 
Societies  and  Income  Tax  we  summarize  the  points  : — 

1.  Co-operative  Societies  enjoy  no  real  exemption 

from  Income  Tax; 

2.  that  surpluses  arising  from  the  mutual  trad- 

ing of  co-operators  are  not  profits  and  should 
not  be  assessed  for  Income  Tax ; 

3.  to  tax  dividend  or  surplus  on  purchases  would 

therefore  be  to  impose  upon  working  men  a 
charge  which  is  not  demanded  from  any  other 
section  of  the  community,  and  would  there- 
fore be  unjust; 

4.  their  “ profits  ” from  non-members’  trade  is 

so  small  as  to  make  the  collection  of  the  tax 
upon  it  a positive  expense  to  the  State 
instead  of  a revenue ; 

5.  that  co-operators,  by  paying  tax  upon  share 

and  loan  interest  and  by  the  payment  by 
their  societies  of  taxation  under  Schedules  A 
and  B,  pay  too  much  Income  Tax,  and  that 
the  present  exemption  from  taxation  at  the 
source,  in  the  case  of  Schedules  C and  D, 
should  be  extended  to  the  other  Schedules; 

6.  that  the  present  method  of  taxing  the  members 

of  Co-operative  Societies  instead  of  taxing 
the  societies  at  the  source  is  most  equitable 
and  convenient,  and  should  be  retained. 

[This  concludes  the  evidence-in-chief.'] 

18.427.  Chairman:  You  are  probably  aware,  gentle- 
men, of  the  usual  custom  that  we  have  in  regard 
to  taking  evidence.  Y'ou  have  submitted  a very 
valuable  paper  to  us,  and  on  that  paper  you  will  be 
examined  by  the  Commissioners.  In  this  instance 
the  commencement  of  the  examination  comes  from 
Mr.  Walker  Clark. 

18.428.  Mr.  Walker  Clark : Do  you  agree  with  the 
statement  made  in  paragraphs  12  and  13  that  the 
real  difference  is  a question  of  direct  assessment? — 
(Mr.  Cooper ) : That  is  what  we  pin  our  faith  to,  that 
we  should  continue  as  we  are  already  being  assessed. 

18.429.  The  point  I want  to  ascertain  is  whether 
you  agree  that  the  only  difference  between  you  and 
the  ordinary  limited  company  is  the  question  of  direct 
assessment?* — No,  not  entirely. 

18.430.  Then  this  statement  here  is  not  accurate? — 
If  you  will  allow  me,  we  do  not  entirely  agree  with 
that,  but  still  at  the  same  time  both  apply. 

18.431.  I quite  agree  that  something  else  applies, 
but  I am  asking  you  whether  this  is  the  only 
difference  in  your  judgment  between  you  and  an 
ordinary  trading  company? — No,  it  is  not. 

18.432.  Then  we  will  pass  on  to  paragraph  23, 
where  you  deal  with  the  question  of  dividends. — Yes. 

18.433.  Your  operations  are  very  numerous,  are 
they  not? — Yes. 

18.434.  They  include  banking,  insurance  and  ship- 
ping?— Yes. 

18.435.  And  quite  a number  of  operations? — Yes. 

18.436.  The  dividend  is  distributed  to  purchasers 
pro  rata  to  purchases  made? — Yes. 

18.437.  But  the  earnings  are  spread  over  a very 
large  variety  of  operations? — Yes. 

18.438.  And  the  return  to  the  individual  is  an 
average  of  the  total  earnings  in  connection  with  the 
whole  of  the  operations  of  the  company? — Yes. 

18.439.  The  profit  is  earned  not  by  the  individual 
or  the  individual  capital,  but  by  the  company  as  a 
whole?— The  surplus,  as  we  calk  it,  is  earned  by  the 
purchaser  making  his  purchase  at  the  Btore,  and  we 
divide  the  surplus  pro  rata  to  the  purchases  made. 

L 3 


916 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


2d  October,  1919.]  Mr.  Newman  Hall  Cooper,  Mr.  T.  Goodwin  and  Mr.  R.  Macintosh.  [Continued. 


18.440.  But  you  have  one  department  which  is 
earning  a very  small  profit;  you  may  have  another 
which  is  earning  a very  large  profit;  do  you  dis- 
tinguish between  the  amount  earned  in  each  depart- 
ment, and  repay  to  the  individual  customer  the  profit 
made  on  that  specific  department  alone  P — The 
practice  is  to  average  the  total  surplus  amongst  the 
purchases,  but  some  sooieties  do  it  by  a differential 
rate  of  dividend. 

18.441.  For  one  or  two  departments? — Yes,  for 
the  grocery,  say. 

18.442.  But  speaking  generally  the  average  profits 
of  the  entire  trade  are  returned  to  the  individual? 
— Yes. 

18.443.  The  average  profits  made  by  a society  for 
trading  purposes  returned  to  an  individual? — Yes. 

18.444.  The  specific  purchase  may  produce  an 
actual  loss,  but  it  still  receives  a pro  rata  dividend? 
— Yes,  that  may  be  so. 

18.445.  In  the  aggregation  of  your  trading  for 
many  years  you  have  accumulated  a very  large  re- 
serve fund? — Yes. 

18.446.  Sometimes  the  fund  is  in  cash,  sometimes 
it  is  in  real  property  and  sometimes  in  other  things — 
stock?— Well,  it  spreads  itself  amongst  the  assets  of 
the  society. 

18.447.  But  still,  you  have  accumulated  an  enor- 
mous reserve? — Yes. 

18.448.  And  the  accumulation  of  that  reserve  has 
not  paid  Income  Tax  under  Schedules  C or  D? — No, 
because  it  is  part  of  the  surplus  that  arises  from 
the  mutual  trading  of  our  members. 

18.449.  But  still  those  reserves  have  not  paid  tax 
under  Schedules  C and  D? — No. 

18.450.  Therefore  if  you  are  going  to  buy  an 
estate  out  of  your  reserve,  the  accumulated  funds, 
and  a private  trader  is  going  to  buy  an  estate  out 
of  his  accumulated  funds,  you  have  accumulations 
plus  tax  which  the  private  trader  has  first  of  all 
had  to  pay  on  his  accumulations  ? — We  look  upon  our 
reserve  fund  as  being  unallocated  capital  of  the 
members.  The  members  meet  in  quarterly  meeting 
and  they  decide  how  the  surplus  shall  be  distributed. 
A certain  percentage  goes  back  to  the  purchaser,  and 
the  balance  is  divided  according  to  the  general  wishes 
of  the  members. 

18.451.  The  general  wishes  of  the  members  present? 
— Yes.  Of  course  all  members  are  entitled  to  come  to 
the  meeting.  Then  if  the  members  decide  that  they 
shall  distribute  amongst  themselves  2s.  out  of  every 
2s.  6d.  surplus  that  they  have  deposited,  they  may 
decide  that  the  6d.  shall  accumulate  to  a collective 
capital  not  appropriated  or  allocated  to  each  indi- 
vidual ; in  that  sense  it  is  capital  or  deposits  made 
bv  the  members  in  excess  of  the  requirements  to  get 
the  goods. 

18.452.  Your  reserves  have  not  paid  tax  under 
Schedules  C and  D.- whereas  the  private  trader  has 
paid  tax  under  Schedules  C and  D on  his  reserves, 
and  when  you  go  to  purchase  an  estate  you  have 
your  reserves  plus  what  the  private  trader  has  paid 
in  tax? — We  do  not  admit  that  our  surplus  is  on 
the  same  footing  as  the  profit  made  by  a business. 

18.453.  In  what  way  does  it  differ? — Because  in  our 
case  the  sovereign  paid  for  a sovereign’s  worth  of 
goods  is  a deposit  on  account  of  goods.  When  we 
come  to  balance  up  we  find  that  the  sovereign  is 
2s.  6d.  in  excess  of  the  requirements. 

18.454.  You  have  already  admitted  that  in  some 
cases  that  sovereign  has  not  earned  you  a farthing? 
—Yes,  I am  trying  to  point  out  to  you  that  our 
reserve  fund  is  accumulated  out  of  surplus  deposits 
made  when  purchasing  goods. 

18.455.  Is  it  not  made  on  the  general  trading? — 
We  put  it  down  to  trading  amongst  ourselves  and 
putting  down  one  sovereign  for  £1  worth  of  goods. 

18.456.  But  still  the  surplus  is  created  by  general 
trading,  and  the  reserves  you  have  accumulated  enter 
very  largely  into  the  effect  of  your  general  trading, 
supplying  to  a large  extent  the  capital?— Yes.  There 
is  no  cost  to  the  society  by  that  capital  being  used. 

18.457.  I do  not  follow  that? — There  is  no  cost 
to  the  society  as  a society  for  using  that  reserve  fund. 

18.458.  No? — It  is  the  members’  wishes  that  they 
should  reserve  capital  that  has  no  cost  to  the  trading 
operations. 


18.459.  Let  me  put  another  point.  A member’s 
share  will  in  many  companies  be  of  the  value  of  a 
sovereign ; what  happens  on  the  member’s  death  to 
the  sovereign  invested  as  capital? — It  is  payable 
to  his  next  of  kin  by  nomination  generally. 

18.460.  What  happens  if  there  is  no  claim  for  it  or 
no  allocation? — We  do  not  know  of  any  cases  in 
which  that  arises. 

18.461.  In  paragraph  28  you  state  that  the  Co- 
operative Congress  advocates  the  abolition  of  taxes 
on  food  and  indirect  taxation,  and  the  needs  of  the 
country  should  be  met  by  direct  taxation;  are  those 
your  opinions? — This  paragraph  has  been  put  into 
the  evidence  simply  to  carry  out  the  wishes  of  the 
annual  congress  that  has  passed  these  resolutions  from 
time  to  time. 

18.462.  Does  that  paragraph  meet  with  your 
approval  ? — I am  not  here  to  give  my  personal 
approval.  What  I am  here  for  is  to  answer  for  the 
committee,  and  that  has  been  put  in  by  their  express 
wish  that  they  should  insert  the  principle  of  the 
congress  resolutions. 

18.463.  If  the  whole  trade  of  the  country  were 

dono  by  Co-operative  Societies,  how  could  the  Chan- 
cellor of  the  Exchequer  reduce  or  abolish  taxes  on 
food  or  indirect  taxation? — If  we  ever  got  to  that 
happy  state 

18.464.  Or  unhappy  state? — But  it  would  be  a 
happy  state,  because  there  would  be  no  dissensions. 
If  we  got  to  that  state  of  things  we  should  have  a 
co-operative  Government  to  commence  with,  because 
all  the  citizens  would  be  co-operators.  Therefore  the 
Government  of  that  day  would  find  some  ways  and 
means  of  obtaining  revenue  for  the  country.  We  may 
possibly  in  the  co-operative  movement  run  a smail 
village;  and  it  may  be  the  desire  of  the  members 
that  they  should  run  it  from  the  Co-operative  Society. 
In  the  same  way  when  we  come  to  that  state  of  things 
we  may  find  that  the  Government  desires  that  all 
trade  of  the  co-operative  movement  should  bear  the 
costs  of  the  country,  but  not  as  a tax  on  income. 

18.465.  I do  not  quite  understand  all  that  answer, 
but  there  is  a possibility  in  your  mind  of  a period 
when  it  will  be  necessary  for  the  Co-operative  Societies 
to  pay  a larger  share  of  the  taxation  of  the  country 
than  they  do  at  present ; is  that  what  you  wish  us 
to  understand? — No.  We  contend  that  they  pay 
their  quota  now,  and  in  some  cases  more  than  their 
quota,  because  the  Income  Tax  is  assessed  on  an 
individual’s  inoome,  and  our  trading  transactions 
are  the  spending  of  that  income. 

18.466.  So  are  those  of  most  of  us? — We  do  not 
increase  our  income  by  combining  to  trade.  If  we 
trade  with  one  individual  and  he  is  making  a profit 
out  of  us  we  are  increasing  his  income ; but  in  the 
co-operative  movement  nothing  like  that  happens. 
We  might  say  to  the  man  who  enters  one  of  our 
shops  that  instead  of  charging  him  the  full  sovereign 
we  are  going  to  supply  him  at  oost  price  plus  ex- 
penses; we  are  going  to  show  no  profits.  Therefore, 
there  can  be  nothing  which  can  be  construed  to  say 
that  your  income  has  been  increased. 

18.467.  So  the  whole  private  trade  of  the  country 
might  be  carried  on,  might  it  not? — That  is  so. 

18.468.  You  are  not  peculiar  in  that  sense? — Only 
the  trouble  would  be  when  the  private  trader  wanted 
his  living.  He  would  make  no  income  if  he  did 
his  trade  on  that  basis. 

18.469.  Would  you? — We  should  not  make  profit 
We  rely  on  our  incomes  as  workers,  not  traders. 

18.470.  Therefore  this  is  a side-line  altogether? — 

Oh,  yes,  in  a sense,  only  it  is  a system  whereby 

18.471.  — £250,000,000  of  trade  is  done  in  the  year? 
— Yes,  it  is  a system  of  self-help  conducive  to  thrift. 

18.472.  On  paragraph  33,  have  you  any  figures 
which  would  give  the  Commissioners  guidance  as  to 
the  number  of  those  who  are  eaititled  to  exemption? 
— In  this  clause  we  are  speaking  generally. 

18.473.  Have  you  any  figures? — No,  we  have  not. 

18.474.  Have  you  ever  attempted  to  get  figures?— 
Not  of  recent  date,  but  in  another  paragraph  we  esti- 
mate 90  per  cent. 

18.475.  I know  that  estimate;  have  you  ever  tried 
to  get  actual  figures? — Not  on  this  particular  clause. 

18.476.  I mean  the  figures  of  wage-earners  who  are 
below  the  exemption  limit. — No. 
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18  477.  Are  you  aware  that  some  time  ago  a request 
was  ’made  that  you  should  supply  figures!'— I never 
heard  of  it. 

18  478.  What  method  is  adopted  to  ascertain  the 
amount  of  non-members’  purchases? — By  the  check 
system  in  vogue. 

18  479.  As  you  know,  check  systems  vary  much  iu 
different  districts  ? — Y es. 

18  48U.  Will  you  explain  to  the  Commission  what 
method  is  generally  adopted?— The  general  method 
adopted  by  the  Climax  check  system,  we  will  take 
that  as  an  instance,  is  that  every  purchaser  that  goes 
into  the  shop  has  to  state  the  number  of  his  share 
holding,  and  that  number  on  a check  proves  that  it  is 
a members’  purchase.  If  a non-member  were  to  go 
in  there  would  be  “NM”  put  on  the  check.  Both 
of  them  are  recorded,  proving  the  members’  and  the 
nou-members’  sales. 

18.481.  How  can  you  allocate  the  individual  pur- 
chases to  the  individual  purchasers? — We  do  not  try 
lo  do  that. 

18.482.  You  trust  to  the  honour  of  the  purchaser? 
—As  I said  previously,  we  combine  the  purchases 
and  the  surplus  and  divide  them. 

18.483.  Yes.  1 am  speaking  now  of  the  check; 
the  Climax  check  system  is  not  universally  adopted, 
is  it? — Not  entirely;  but  there  are  many  of  the 
check  systems  which  have  the  members’  number  on 
them  in  addition  to  the  Climax. 

18.484.  You  know  that  in  some  districts  there  has 
been  a trade  carried  on  in  the  advance  of  money 
upon  purchasers’  tickets,  and  to  some  extent  there 
is  still? — We  know  that  in  the  past  there  have  been 
such  transactions. 

18.485.  1 do  not  know  whether  it  has  been  done 
with  your  consent  or  approval,  but  you  know  it  has 
been  done? — At  the  present  moment  we  know  of 
none,  and  in  addition  to  that  we  take  cases  to  the 
Courts  in  order  to  prosecute  anyone  we  find  doing 
that. 

18.486.  Where  you  have  the  evidence? — Yes. 

18.487.  It  is  not  with  your  knowledge  and  approval 
when  you  do  know  that  such  has  been  done ; and  it 
may  be  done  illicitly  even  still? — In  years  gone  by; 
hence  the  reason  of  our  adopting  these  new  check 
systems  whereby  no  such  trade  can  be  entered  into. 

18.488.  As  far  as  possible? — It  is  impossible. 

18.489.  Does  the  trading  here  described  as  trading 
with  non-members  include  all  the  trading  that  is 
done  with  non-members — contracts,  for  instance? — 
The  amount  there  given  is  the  difference  which  is 
forced  into  a non-members’  account.  As  I have  told 
you,  we  get  the  members  by  the  checks,  and  the 
balance  is  non-members.  During  1918,  some  societies 
in  the  smaller  towns  were  made  wholesalers  of 
margarine  under  the  Food  Control;  that  sale  is  iu 
the  total. 

18.490.  That  of  course  would  not  be  subject  to  the 
ordinary  bonus? — That  is  so,  and  1 might  add  that 
the  difference  that  was  allowed  to  the  society  was  £d. 
per  pound,  equal  to  Jd.  on  8£d-  Some  societies  were 
almost  compelled  to  run  canteens  for  soldiers  in  their 
neighbourhood.  They  were  allowed  10  per  cent,  to 
cover  all  expenses  in  doing  that.  Another  society 
that  I have  in  mind  had  Lo  carry  out  the  baking  for 
the  army  in  that  district.  In  that  case  they  were 
allowed  just  the  expenses  and  the  cost  of  flour  for 
doing  that. 

18.491.  And  all  amounts  are  included  in  there? — 
Yes. 

18.492.  And  so  far  as  you  know  all  the  outside 
trade  is  included  here  ? — In  so  far  as  these  830 
societies  are  concerned. 

18.493.  Those  are  the  only  societies  that  have  made 
returns  to  you? — Yes. 

18.494.  And  the  others  have  not  made  returns 
because  the  trading  was  too  small  or  because  the 
accounts  were  not  made  up,  or  for  some  other  reason 
of  that  kind? — I think  it  was  owing  to  shortage  of 
staff  chiefly. 

18.495.  It  has  not  been  cooking  in  any  sense  of  the 
word  ? — No. 

18.496.  It  lias  merely  been  an  accident  that  they 
have  not  been  collected? — Shortage  of  staff  was  the 
reason  given  by  many  secretaries  why  they  could  not 
send  in  a return. 


18.497.  In  our  district  many  of  your  societies  build 
houses,  and  sell  them,  and  carry  on  considerable 
work  in  insurance  and  banking,  and  in  other  ways. 
Would  banking  profits  and  insurance  profits  and 
profits  on  the  erection  of  houses  be  included  here? — 
Mr.  Goodwin  will  deal  with  the  question  of  banks, 
but  the  question  of  profits  on  housing  is  on  a par 
with  our  question  of  surplus  earnings  on  trade.  The 
houses  are  let  to  members  of  the  societies,  if  you  are 
dealing  with  the  tenant  side  of  it. 

18.498.  Are  they  invariably? — Yes.  We  do  not  usu- 
ally build  houses  for  the  accommodation  of  non- 
members. 

18.499.  They  must  be  for  members? — Yes. 

18.500.  And  not  non-members.  Some  societies 
manufacture  goods  ? — Yes. 

18.501.  Is  the  whole  of  the  output  done  with  other 
societies? — The  societies  generally  take  up  produc- 
tion in  order  to  further  the  saving  in  the  distribu- 
tion of  goods. 

18.502.  Is  the  whole  output  sold  to  members? — It 
is  conducted  for  that  purpose,  but  there  may  be  by- 
products that  cannot  be  disposed  of  to  the  members; 
then  we  have  to  sell  those  for  the  best  price  we 
cau  get. 

18.503.  And  that  would  be  included  in  this  sum? — 
Yes. 

18.504.  Or  distributed  in  the  ordinary  way  to  non- 
members ; it  would  be  in  one  or  other  of  the  funds  ? — 
Yes. 

18.505.  But,  generally  speaking,  would  it  not  be 
put  into  the  funds  which  are  distributed  to  members? 
— Yes,  the  whole  of  the  profits  go  into  one  fund,  but 
we  may  sell  these  by-products  at  a less  price  than 
what  we  purchase  at. 

18.506.  A less  sum? — Yes. 

18.507.  I am  thinking  of  the  butchering  depart- 
ments, where  you  sell  hides  quite  independently  of 
your  ordinary  retail  trade? — Yes. 

18.508.  The  profit  and  loss  on  the  sale  of  those 
hides  would  go  into  the  general  profit  and  loss 
accounts,  and  would  not  be  included  in  the  non- 
members’ trading? — In  regard  to  the  hides  we  look 
upon  the  sale  of  hides  as  being  a reduction  of  the 
cost  price  of  the  beast. 

18.509.  I see,  it  goes  into  the  general  profit  and 
loss  account,  and  not  to  the  non-members? — Not 
exactly  profit  and  loss;  it  reduces  the  cost  prices; 
it  affects  it  in  the  same  way. 

18.510.  Chairman:  Are  all  three  of  you  gentlemen 
going  to  give  us  evidence? — Yes. 

18.511.  Would  it  not  be  a good  plan,  if  any  ques- 
tion addressed  to  you  by  the  Commissioners  is  in 
the  department  of  one  of  the  other  gentlemen  with 
you,  that  the  gentleman  concerned  should  answer? 
I do  not  know  whether  we  could  examine  first  one 
and  then  the  other  and  then  the  third  on  the  same 
points.  Which  would  you  rather  do? — (Mr.  Good- 
roin) : Mr.  Cooper  is  dealing  with  the  co-operative 
movement  generally  and  the  retail  societies.  I am 
dealing  with  any  questions  with  regard  to  the  Eng- 
glish  Co-operative  Wholesale  Society,  and  Mr. 
Macintosh  with  the  Scottish  Co-operative  Wholesale 
Society. 

18.512.  Chairman:  The  witness  we  have  got  now 
has  possibly  been  answering  some  of  the  questions 
which  you  would  have  answered  in  ordinary  circum- 
stances. 

18.513.  Mr.  May:  No,  not  yet. 

18.514.  Chairman:  If  the  Commission  know  that 
the  questions  asked  will  be  answered  just  as  you  like 
to  answer  them,  that  is,  any  single  member  of  you 
three  will  answer  any  question  that  appertains  to 
his  own  department,  1 think  that  will  shorten 
matters. 

18.515.  Mr.  May : There  is  one  question  of  Mr. 
Walker  Clark’s  that  has  been  reserved,  on  banking. 

18.516.  Chairman : That  is  what  brought  it  to  my 
mind.  I want  you  to  have  full  expression  of  your 
views  on  every  question  asked  by  the  Commissioners, 
so  that  with  regard  to  the  question  of  Mr.  Walker 
Clark  relating  to  banking,  perhaps  you  would  like 
to  answer  that  now ; it  would  save  the  time  of  us  all. 
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18.517.  Mr.  Walker  Clark:  I would  rather  pursue 
this  question  i am  on,  il  you  will  allow  me  tor  a 
minute.  1 am  quite  correct  in  saying,  am  1 not, 
tnat  by-products  in  the  case  of  manutacture  or  pur- 
chase and  sale  are  not  included  in  the  figures  given 
for  trading  with  non-members? — (Mr.  Cooper)  : No; 
they  are  included  in  those  sales. 

13.518.  In  the  sales  to  non-members? — Yes. 

18.519.  1 was  dealing  rather  with  the  profit  than 
with  the  actual  sales.  The  profit  and  loss  really 
goes  into  the  general  profit  and  loss  account? — Yes. 

18.520.  This  figure  ol  £24,330  might  be  increased 
or  reduced  if  those  sales  were  included? — But  they 
are  included.  This  1 say  is.  purely  an  estimate  of 
profit.  What  I was  wishing  to  expiain  was  that  the 
wholesale  margarine  sales  gave  us  a profit  of  about 
7 or  8 per  cent.  Canteens  that  were  conducted  by 
the  societies  gave  us  no  profit  at  all.  Baking  for 
the  Army  gave  us  no  profit.  In  this  calculation 
we  have  assumed  that  this  non-members’  trade  has 
made  the  same  amount  of  profit  as  members’  trade, 
which  is  not  so.  Probably  this  £24,000  is  greatly  in 
excess  of  anything  that  we  could  have  made  out  of 
such  sales. 

18.521.  That  destroys  the  value  of  the  figures? — 
Yes.  We  put  this  argument  in  at  its  top  value 
against  ourselves. 

18.522.  Philanthropists? 

18.523.  Mr.  May:  We  are  always  that. 

18.524.  Mr.  Walker  Clark : We  all  are.  That  has 
rather  disturbed  my  argument.  1 was  going  to  try 
to  follow  up  this  wade  with  non-members  and  try 
to  ascertain  whether  there  is  not  a very  much  larger 
proportion  of  the  business  than  you  have  yet 
admitted  done  with  non-members.  I have  indicated 
just  now  butchering ; there  are  several  other  depart- 
ments where  the  same  kind  of  thing  applies? — Yes. 

18.525.  Is  not  the  very  much  larger  proportion  of 
your  business  done  with  the  general  trading  public 
chan  the  figures  here  show? — No. 

18.526.  You  think  not? — Take  a beast;  a beast 
may  oost  you  £60,  but  what  is  the  value  of  the  hide? 
A very  small  proportion.  That  is  the  whole  of  the 
non-members’  trade  in  the  butchering  department. 

18.527.  J think  not? — Unless  necessarily  forced 
upon  us. 

18.528.  Mr.  Walker  Clark : There  are  a good  many 
other  articles  in  a bullock  besides  the  hide  and  the 
beef,  as  you  know.  I only  gave  that  as  an  example. 
1 could  give  you  many  others,  as  you  know  quite 
well.  However,  if  you  have  no  figures  I do  not  know 
whether  it  is  any  use  pursuing  it. 

18.529.  Mr.  Marks : As  Mr.  Cooper  is  the  account- 
ant, could  I ask  a question  which  was  put  before  us 
yesterday  to  elucidate  the  position? 

18.530.  Chairman:  Yes,  certainly. 

18.531.  Mr.  Marks:  We  had  before  us  yesterday 
some  figures  which  I take  it  were  extracted  from  the 
returns  of  the  Registrar  General  of  Friendly  Societies, 
in  which  were  given  the  sales  and  profits  of  the  distri- 
butive societies,  and  so  on,  and  the  wholesale  societies. 

18.532.  Mr.  May : Those  figures  are  not  taken  from 
the  Registrar ; those  are  taken  from  the  report  of  the 
Co-operative  Union. 

18.533.  Mr.  Marks:  That  is  better  still,  and  Mr. 
Cooper  will  be  familiar  with  it  and  give  me  the 
figures.  The  point  I want  some  information  about 
is  this.  I see  that  the  profit  on  the  sales  of  the 
wholesale  societies  is  only  2-4  per  cent,  of  the  sales, 
and  the  profit  on  the  sales  of  the  distributive 
societies  is  about  11£  per  cent.,  if  I remember  rightly. 
What  is  the  reason  for  the  large  difference ; is  that 
an  incident  of  ordinary  trading? — 1 think  you  may 
take  it  as  an  incident  of  ordinary  trade;  as  regards 
the  distributive  I will  answer  that  portion.  In  the 
distributive  we  give  back  to  the  members  a larger 
discount  or  dividend  at  the  balancing  period  than  the 
wholesale  society.  All  the  trade  is  done  by  the  dis- 
tributives, but  it  is  owing  to  the  extra  surplus  that 
is  deposited  by  the  individual  member  at  an  indi- 
vidual store  that  it  shows  the  greater  margin. 

18.534.  Does  that  imply  that  the  risks  of  the  retail 
distributive  trade  are  greater  than  those  of  the  whole- 
sale trade? — No;  the  price  of  our  goods  is  baaed  on 
the  outside  market  prices. 


18,535.  I will  not  pursue  the  point;  probably  it  is 
not  of  any  importance? — (Mr.  0 oodwvn ) : May  1 say 
that  the  wholesale  trade  is  generally  conducted, 
because  of  its  large  volume,  on  a much  less  percentage 
of  profit  than  the  retail  trade.  The  wholesale 
society  comes  under  the  category  of  wholesale  dealers. 

18,o36.  Chairman : You  could  not  get  11  per  cent, 
profit  on  the  wholesale,  could  you? — Oh,  dear,  no. 

18.537.  Mr.  Marks : Turning  to  your  evidence-in- 
clnef,  Mr.  Cooper,  I was  rather  interested  in  the 
ixplies  you  gave  to  Mr.  Walker  Clark.  May  1 refer 
to  paragraph  10,  “The  present  position.”  Mr. 
Walter  Clark  called  your  attention  to  the  memoran- 
dum issued  by  the  Treasury  in  which  they  Btate  that 
there  is  practically  no  difference  in  the  result  arising 
from  the  method  of  assessing  ordinary  companies  and 
that  which  is  employed  in  regard  to  Co-operative 
Societies;  that  is  a fair  summary  of  the  statements 
contained  in  your  paragraphs  12  and  13,  is  it  not? — 
(Mr.  Cooper) : Yes.  We  take  for  our  basis  and 
support  the  Departmental  Committee’s  Report  of 
1905. 

18.538.  Let  us  go  back  to  paragraph  10.  You  say 
there:  “ It  is  impossible  to  define  the  actual  relation- 
ship of  our  societies  to  the  Income  Tax  law  with 
greater  clearness  or  accuracy  than  the  Treasury  and 
the  Board  of  Inland  Revenue  have  done  in  various 
official  memoranda  and  documents.”  Then  you  go  on 
to  quote  what  I imagine  is  the  leading  memorandum 
on  the  subject? — Yes. 

18.539.  It  certainly  shows,  I think,  as  clearly  as 
it  can  do  that  the  only  difference  arises  in  the  method 
of  assessment,  and  the  result,  whichever  method  is 
applied,  apply  to  Co-operative  Societies,  would  be  the 
same  in  the  long  run? — Yes. 

18.540.  It  says  that  the  societies  “ are  by  Statute 
under  certain  conditions,  exempt  from  direct  assess- 
ment to  Income  Tax  under  Schedules  C and  D ; but 
this  is  a mere  matter  of  administrative  convenience. 
The  exemption  is  not  an  exemption  from  Income  Tax 
on  profits.  It  is  merely  an  exemption  from  the 
liability  which  the  Income  Tax  Acts  impose  on  com- 
panies, etc.,  to  account  for  the  Income  Tax  on  behalf 
of  their  shareholders.  It  is,  in  fact,  merely  a varia- 
tion in  the  machinery  of  collection,  not  in  the  princi- 
ple of  the  tax.  It  is  expressly  stated  in  the  law 
that  the  exemption  does  not  relieve  a single  member 
of  such  a society  from  any  assessment  to  which  he 
would  otherwise  be  liable.”  That  is  to  say  the  result 
must  be  the  same,  must  it  not,  to  the  Inland  Revenue? 
—If  you  will  refer  to  paragraph  23,  it  goes  on  to 
deal  with  dividends. 

18.541.  No,  that  is  not  the  point  at  all,  and  I must 
try  and  get  you  to  see  it  from  my  point  of  view.  I 
am  simply  asking  you  whether  the  memorandum 
which  you  quote  in  paragraphs  12  and  13  is  or  is  not 
an  accurate  statement  of  the  position? — Yes,  that  is 
so. 

18.542.  I want  to  ask  you,  if  that  is  an  accurate 
statement  of  the  position,  why  does  the  co-operative 
movement  as  a whole  oppose  the  contention  which  is 
put  up  now  against  them  that  they  should  be  treated 
in  the  ordinary  way  instead  of  being  treated  in  the 
manner  in  which  they  are  now  treated?  Because 
of  the  great  percentage  of  their  members  that  are 
not  liable  for  tax. 

18.543.  But  that  does  not  affect  the  societies.  As 
Mr.  Synnott  suggests,  that  is  entirely  a matter  of 
administrative  convenience? — Yes. 

18.544.  Although  that  may  have  value  in  this  con- 
nection, it  is  not  the  deciding  factor,  or  it  certainly 
should  not  be  the  deciding  factor  in  the  minds  of 
any  Commission  which  is  enquiring  into  the  all-round 
justice  of  the  position? — At  the  end  of  paragraph  13, 
“ If  the  society  is  not  assessed  directly  each  member 
receives  his  share  in  full  without  any  deduction,  but 
he  has  to  pay  Income  Tax  upon  it  afterwards  if  he 
is  individually  liable.” 

18.545.  Yes,  I know;  that  is  my  whole  point,  that 
it  makes  no  difference  which  way  it  is  done;  yet 
there  is  a very  strong  opposition  on  the  part  of  the 
Co-operative  Societies  to  its  being  done  in  one  o 
those  two  particular  ways? — I quite  understand  that 
point,  but  we  have  come  to  the  conclusion  that  direct 
assessment  would  hit  our  poorer  members  more  thaq 
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it  ought  to  do  in  the  necessity  for  getting  assistance 
to  reclaim  the  small  amount  back ; we  think  it  would 
be  an  injustice  to  them  to  go  through  that  ordeal 
to  get  a few  coppers  back. 

18,546.  That  is  an  argument  which  would  apply  to 
any  poor  shareholder  in  any  limited  company,  would 
not  it  P— Yes,  that  is  so. 

18  547.  And  provided  that  it  could  be  shown  that 
any  particular  company  or  any  particular  group  of 
companies  consisted  mainly  of  poor  shareholders, 
you  would  advocate  the  extension  of  this  principle  to 
them?— Well,  not  exactly. 

18,548.  Very  well,  we  will  not  pursue  that  point 
any  more.  Then  you  quote  again  in  paragraph  23 
from  the  Departmental  Committee’s  Report  dealing 
with  the  so-called  dividends,  and  the  Committee’s 
Report  says:  “ The  suggestions  made  to  us  that  the 
1 dividend  ’ which  is  paid  to  members  of  these  societies 
constitutes  a profit  which  would  properly  be  taxable, 
rest,  we  think,  on  a misapprehension  of  the  nature 
of  the  1 dividend  Would  you  agree  that  the 
whole  value  of  that  Report  would  be  destroyed,  or 
at  any  rate  very  much  discounted,  if  it  could  be 
shown  that  it  was  founded  on  a misapprehension  on 
the  part  of  the  Committee  of  what  constituted  tax 
able  profit?— We  should  be  surprised  if  a conclusion 
was  reached  proving  that  our  surplus  was  actual 
taxable  profit. 

18.549.  That  is  not  my  point.  I am  trying  to  get 
at  how  far  you  rely  on  this  Report,  and  I suggest 
that  if  it  could  be  shown  in  argument  or  otherwise 
that  the  Committee  was  wrong  in  its  idea  of  what 
constituted  taxable  profit,  that  would  knock  the 
whole  bottom  out  of  your  case,  would  it  not?— We 
rely  upon  this  Report,  but  at  the  same  time  if  it 
were  to  be  shown  that  the  idea  was  wrong,  and  that 
the  dividend  is  not  a deposit,  or  that  the  surplus 
is  not  a deposit,  we  could  immediately  adopt  the 
practice  of  selling  our  goods  at  cost  price  and  do 
away  with  any  surplus. 

18.550.  I know  that  what  you  suggest  is  a pos- 
sibility, but  that  is  rather  another  matter;  I will 
not  press  that.  I may  perhaps  tell  you  that  it  is 
suggested  that  the  whole  of  that  Committee’s  Report 
is  founded  on  a misapprehension  as  to  what  con- 
stitutes taxable  profit? — I would  like  to  add  to  my 
previous  answers  that  Chief  Baron  Palles  said  in  a 
case,  Dublin  Corporation  v.  McAdam,  “ I think  it 
is  perfectly  clear  that  in  order  to  bring  this  case 
within  the  operation  of  the  Income  Tax  Act  it  is 
necessary  that  there  shall  be  this  trading  in  its 
strict  true  sense.  There  must  be  at  least  two  parties — 
one  supplying  water  and  the  other  to  whom  it  should 
be  supplied,  and  who  should  pay  for  it.  If  these 
two  parties  are  identical,  in  my  opinion  there  can 
be  no  trading.  No  man  in  my  opinion  can  trade 
with  himself;  he  cannot  in  my  opinion  make  in 
what  is  its  true  sense  or  meaning  taxable  profit  by 
dealing  with  himself  ...  I think  the  true  ground 
of  decision  is  that  the  body  to  pay  is  a distinct 
and  separate  body  from  the  body  to  receive.”  And 
Lord  Macnaghten  in  the  case  of  the  New  York  Life 
Assurance  Company  v.  Styles  also  said:  “I  do  not 
understand  how  persons  contributing  to  a common 
fund  in  pursuance  of  a scheme  for  their  mutual 
benefit,  having  no  dealings  or  relations  with  any 
outside  body,  can  be  said  to  have  made  a profit 
when  they  find  that  they  have  overcharged  them- 
selves, and  that  some  portion  of  their  contributions 
may  be  safely  refunded.” 

18,551.  I think  we  rather  agree  with  that,  and 
iv  e are  all  familiar  with  it. — (Mr.  Goodwin) : May 
I make  an  observation  here?  Mr.  Marks  puts  the 
case  assuming  that  this  decision  were  wrong,  and 
that  the  dividend  is  really  taxable,  would  it  alter 
our  ground  in  any  way?  We  say  that  the  average 
purchases  from  the  stores  by  an  individual  member 
are  about  £40  per  annum,  on  which  on  an  average 
he  would  get  £4  dividend;  therefore  a member  would 
have  only  £4  extra  income  even  if  he  had  to  pay 
on  those  profits,  which  we  say  are  not  taxable.  If 
they  were  to  be  taxable  it  would  mean  £4  each  on 
an  average ; therefore  it  would  have  very  little 


bearing  on  the  question  of  exemption  on  the  Income 
Tax  limit ; it  would  not  have  a big  bearing  but  only 
a small  bearing. 

18.552.  Chairman : That  is  the  average. 

18.553.  Mr.  Marks:  That  is  not  really  my  point. 

I am  considering  whether  or  not  what  you  call  surplus 
is  taxable  profit  in  the  hands  of  the  societies  who  make 
it,  and  I suggest  to  you  that  if  that  could  be  shown 
to  be  taxable  profit  it  would  knock  the  whole  bottom 
out  of  that  report  on  which  you  rely  Just,  by  the 
way,  with  regard  to  wage-earners’  assessments,  you 
say:  “Payments  should  be  made  as  easy  as  possible, 
say  quarterly,  and  the  use  of  Inland  Revenue  stamps 
should  he  encouraged  by  the  sale  of  same  at  all  post 
offices.”  You  can  get  Inland  Revenue  stamps  now  at 
most  post  offices  anyhow,  but  would  you  go  so  far  as 
to  say  that  the  tax  might  be  deducted  from  wages 
when  they  are  paid,  on  the  same  principle  as  the 
National  Health  Insurance  contributions? — (Mr. 
Cooper) : No. 

18.554.  Would  not  you  make  it  as  easy  as  possible  ? — 
No;  we  adhere  to  the  first  portion. 

18.555.  But  would  not  it  make  it  as  easy  as  possible 
if  that  course  were  adopted? — It  may  make  it  easy, 
but  we  do  not  altogether  think  it  would  be  equitable 
to  the  men  to  pay  in  that  way. 

18.556.  You  say  the  sales  to  non-members  were 
materially  increased  owing  to  war  contracts  which 
were  forced  upon  the  societies,  and  which  will  not 
recur.  Were  those  the  contracts  for  baking  bread  for 
the  Army  in  a particular  district  and  so  on,  to  which 
you  referred  when  you  were  examined  by  Mr.  Walker 
Clark? — Not  in  one  district  only.  In  my  dealings 
with  societies  for  Excess  Profits  Duty  I have  come 
across  three  or  four  different  societies  in  different 
localities  doing  such  trade;  therefore  it  has  had  to  be 
dealt  with  as  a non-members’  trade. 

18.557.  You  know  that  one  of  the  complaints  against 
the  Co-operative  Societies  by  the  retailers,  and  by 
wholesalers  too,  I imagine,  is  that  they  did  take  large 
Government  contracts  during  the  war.  Do  you  say 
those  were  forced  on  them? — Yes,  in  the  one  case;  I 
particularly  stated  that  both  for  the  canteen  work  and 
the  baking  the  bakers  were  exempt  from  military 
service  on  those  grounds  alone,  that  they  were  doing 
that  trade. 

18.558.  Were  there  any  other  contracts? — Not  in 
that  particular  society. 

18.559.  No,  I mean  generally? — Yes  generally  up 
and  down  the  country  we  have  had  all  manner  of 
contracts. 

18.560.  War  contracts  ? — Yes. 

18.561.  Were  many  contracts  made  by  the  Govern- 
ment directly  with  the  Co-operative  Wholesale  Society 
itself  for  the  supply  of  goods  on  a wholesale  scale? — 
(Mr.  Goodwin) : In  the  main  the  Co-operative  Whole- 
sale Society  supplied  goods  on  compulsion.  That  is 
to  say,  in  connection  with  margarine  we  supplied 
nearly  £1,000,000  worth  of  margarine  to  private 
traders’  shops,  we  had  to  send  the  goods  where  they 
were  ordered  to  be  sent;  we  had  no  option.  Our 
leather  and  hosiery  were  commandeered,  and  those 
large  items  have  gone  through  our  books  as  non- 
members’ sales.  I may  say,  generally  speaking,  that 
those  transactions  have  been  done  at  a price  which 
oniy  covers  the  expenses,  and  if  there  is  any  margin 
over  it  would  be  a very  slight  one,  so  that  on  our 
Government  business  we  have  practically  made  no 
profit.  We  have  just  secured  ourselves  from  loss  as 
near  as  we  possibly  could. 

18.562.  It  is  quite  true,  then,  to  say  of  you  that 
these  contracts  were  forced  on  you;  you  did  not  seek 
them  in  any  way  at  all? — No. 

18.563.  And  there  were  no  contracts  that  you  did 
seek  ? — None  were  sought.  There  were  some  which  we 
did  enter  into  which  we  were  not  compelled  to  enter 
into,  but  which  we  were  implored  on  many  occasions 
to  enter  into. 

18.564.  You  did  not  tender  at  all,  or  anything  of 
that  sort? — No,  we  did  not  tender  for  them. 

18.565.  Although  they  forced  the  contracts  on  you 
they  did  not  force  any  profits  on  you  ? — No. 

18.566.  You  say  there  were  practically  no  profits 
made?— No,  and  we  were  very  sorry,  indeed,  to  have 
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to  give  up  these  goods,  because  they  were  very  badly 
wanted  by  our  members.  (Mr.  Macintosh ) : I want 
to  make  the  same  statement  as  Mr.  Goodwin  has  made, 
for  the  Scottish  Wholesale  Society.  Many  contracts 
were  forced  on  us,  we  were  compelled  to  supply  large 
numbers  of  pairs  of  boots  for  the  British  Army,  and 
a certain  quantity  of  hosiery  goods  were  comman- 
deered. We  had  to  give  them  at  a fixed  price,  and 
in  many  cases  our  books  were  closely  examined  by 
Government  auditors  to  arrive  at  the  actual  price 
of  those  goods. 

18,567.  Mr.  May:  And  foodstuffs  as  well? — And 
foodstuffs  as  well. 

18,668.  Mr.  Marks : And  the  Scottish  Society  made 
no  profit  out  of  them? — No.  If  any  profit,  it  would 
be  a very  small  margin  of  profit.  The  amount  of  sales 
for  the  year  1918  on  Government  contracts  with  the 
Scottish  Wholesale  Society  amounted  to  £379,000. 

18.569.  Mr.  Synnott : I just  want  to  ask  a question 
about  ihe  wholesale  societies  for  the  purpose  of  seeing 
whether  there  is  any  difference  in  principle  in  their 
case.  Do  the  wholesale  societies  supply  goods  to  the 
retail  societies  ?— (Mr.  Goodwin)  : Yes. 

18.570.  Or  do  they  supply  goods  to  their  own 
members?— The  only  members  of  the  Co-operative 
W holesale  Society  are  the  retail  societies  The  whole- 
sale society  is  a federation  of  those  retail  societies, 
and  each  retail  society  must  hold  a certain  number 
of  shares  in  the  wholesale  society  in  accordance  with 
the  number  of  its  members. 

18.571.  Does  the  wholesale  society  sell  to  the  retail 

society  at  cost  price  plus  expenses  only? No,  plus 

a certain  profit,  which  was  referred  to  a short  time 
ago  as  being  a small  profit— the  wholesale  profit. 

18.572.  Very  well;  small  or  large,  there  is  a profit? 
— Yes;  what  we  call  a surplus. 

18.573.  Where  does  it  go?— It  goes  back  again  to 
the  retail  societies  in  proportion  to  their  purchases 
from  the  wholesale. 

18.574.  It  does  go  back  to  the  retail  societies? — 
Yes. 

18.575.  Never  mind  what  they  do  with  it;  is  not 
that  a trading  profit? — No. 

18.576.  Why  not? — Because  the  wholesale  society  is 
not  an  institution  imposed  on  the  movement.  It  has 
grown  up  from  the  movement.  Its  basis  is  the  indi- 
vidual membership ; it  comprises  the  membership 
of  retail  societies,  and  it  is  an  expansion  of  the  work- 
ing of  the  retail  societies. 

18.577.  Pardon  me;  in  that  particular  transaction 
I am  referring  to — I know  you  have  very  large  trans- 
actions in  Ireland,  buying  eggs  and  all  sorts  of 
things,  and  in  those  cases  the  wholesale  society  have 
no  dealings  with  the  members  at  all — you  had  no 
dealing  with  the  members  of  the  retail  societies? — 
We  supplied  to  the  retail  societies. 

18.578.  I leave  it  there,  then;  that  is  the  trans- 
action, and  I submit  to  you  it  is  a trading  profit  ? 

No ; I distinctly  disagree. 

18.579.  Mr.  Armitag  e-Smith : Is  it  not  a fact  that 
the  relation  of  the  wholesale  society  to  the  retail 
society  is  similar  to  the  relation  of  the  retail  society 
to  the  individual  member?— Exactly. 

18.580.  Mr.  May.  Mr.  Synnott  is  confusing  buying 

and  selling.  & J & 

18.581.  Mr.  Synnott:  Let  us  come  to  that.  I am 
not  going  to  deal  with  the  assessment  of  the  members. 
Understand  that  I am  going  to  deal  with  the  question 
of  whether  the  wholesaler  or  retailer  as  a society 
makes  a profit.  The  society,  as  a separate  legal  en- 
tity, a statutory  corporation,  buys  goods,  does  it 
not? — (Mr.  Cooper ):  Yes. 

18.582.  And  it  buys  goods  at  a price,  and  sells  at 
a price? — Yes. 

18.583.  It  sells  to  a great  number  of  different 
persons? — Societies  or  members. 

18.584.  So  far,  the  transaction  is  exactly  the  same 
as  if  it  were  a company  under  the  Companies’  Acts? 
— Oh,  no. 

18.585.  vSo  far  it  is.  I know  your  point  is  that 
because  those  people  happen  to  be  members  of  the 
society  it  makes  a difference? — Certainly. 

18.586.  Does  it  make  any  difference? — The  whole- 
sale buyers  are  there  acting  in  the  capacity  of  agents 
for  the  distributive  societies.  The  distributive 
societies  act  as  agents  for  the  collective  membership. 
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and  in  that  way  the  buying  done  by  the  wholesale 
is  simply  by  buyers  sent  from  the  distributive 
societies. 

18.587.  1 am  asking  you  a general  question,  which 
applies  to  the  working  of  the  retail  societies  as 
much  as  to  the  wholesale  societies.  The  society  as 
a corporation  buys  goods  and  sells  them  at  a profit. 
Would  you  put  out  of  your  mind  for  the  moment 
how  that  profit  is  distributed.  It  does  make  a profit 

and  you  show  a gross  profit  in  the  year? (Mr. 

Goodwin) : Is  that  the  wholesale  society  ? 

18.588.  And  the  retail  too? — (Mr.  Cooper)-.  Yes- 

call  it  a profit.  ’ 

18.589.  Distributed  half-yearly  or  yearly  to  the 
members? — Yes;  or  quarterly. 

18.590.  Before  you  distribute  that  you  must  know 

what  your  general  expenses  are,  must  you  not? 

Yes. 

18.591.  I suggest  to  you  that  the  transaction  up  to 
that  point  is  a mere  transaction  of  purchase  and 
sale,  and  you  are  aware,  of  course,  that  profits  and 

gains  are  not  defined  in  any  Income  Tax  Acts? That 

is  so. 

18.592.  You  quoted  a case  to  me.  Are  you  aware 
that  it  has  been  decided  in  a whole  series  of  cases— 
you  can  see  them  in  Dowell — that  the  application 
of  a profit,  whether  in  charity  or  for  any  other  pur- 
pose, whether  under  statutory  obligation  or  other- 
wise, has  nothing  whatever  to  do  with  the  question  as 
to  whether  profits  are  made  or  not?  You  may  take  it 
from  me  that  is  the  principle.  I suggest  to  you  the 
same  principle  here — that  you  are  confusing  the 
making  of  the  profit  and  its  distribution? — No,  we 
say  it  is  an  extension  of  our  mutual  trading. 

18.593.  Who  are  the  parties  to  the  mutual  trading? 
— The  distributive  societies  are  the  medium  between 
the  wholesale  and  the  consumers. 

18.594.  I asked  you  to  put  aside  the  question  of  the 
members.  Is  not  the  entity  that  trades  the  society, 
and  nothing  else? — We  cannot  leave  the  members  out 
of  the  question.  (Mr.  Goodwin) : It  is  with  itself : 
it  is  mutual.  (Mr.  Cooper) : It  is  part  of  the  whol« 
transaction. 

18.595.  We  have  had  this  matter  before.  I will 
test  that  by  your  question  of  the  reserve  fund.  You 
said  it  was  unallocated  capital.  When  you  were 
asked  a question  about  the  reserve  fund  you  went 
on  the  question  of  surplus,  which  is  a different 
matter  altogether.  The  surplus  is  distributed,  is  it 
not?— No;  the  surplus  is  the  fund  that  we  are  dis- 
tributing and  apportioning  to  reserve  fund. 

18.596.  Some  to  reserve  and  some  to  the  members? 
—Yes. 

18.597.  Does  not  that  prove  that  it  is  the  society 
that  makes  the  profit,  and  makes  the  allocation,  and 
not  the  members  at  all  ? — No ; it  is  the  wish  of  the 
members  that  they  shall  not  withdraw  the  whole  of 
that  surplus. 

18.598.  Is  not  that  so  in  the  case  of  the  other 
statutory  company,  that  the  corporate  body  is  guided 
by  the  wish  of  the  members? — That  may  be  so,  but 
a trading  company  is  dealing  with  a different  matter 
altogether.  The  Co-operative  movement  is  dealing 
with  surplus,  and  the  trading  body  is  dealing  with 
economic  profits  out  of  trade.  (Mr.  Goodwin) : Made 
out  of  someone  else. 

18.599.  Very  well,  let  us  get  to  the  question  of  the 
reserve  fund.  You  allocate  a certain  amount  to 
reserve  fund  ; have  the  members  any  right  to  that? — 
(Mr.  Cooper) : Yes. 

18.600.  When? — If  it  were  to  be  shown  that  the 
balance  of  trading  for  any  period  were  short,  then 
they  would  draw  on  that  reserve  fund. 

18.601.  The  society  would  draw? — Yes,  the  society 
would  draw. 

18.602.  When  a man  dies  or  withdraws,  does  he 
get  any  share  of  the  reserve  fund? — No,  not  in  that 
case. 

18.603.  It  is  only  in  case  the  society  is  liquidated 

that  the  members  would  get  the  reserve  fund? — Yes, 
but  I might  add  here,  to  be  fair,  that  the  reserve 
fund  is  accumulated  for  any  unforeseen  depreciation 
of  its  assets.  If  we  were  to  distribute  that  to  every 
deceased  member’s  share,  the  living  members  would 
suffer,  as  the  deceased  member’s  trade  has  partly 
worn  out  those  assets,  and  if  they  are  not  going  to 
leave  a quota 
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18.604.  I say  you  are  perfectly  right,  but  I only 
wish  to  say  that  it  proves  clearly  that  the  body  that 
is  trading,  which  I submit  to  you  trades  in  the 
ordinary  way,  is  really  not  the  members,  but  this 
corporate  body,  the  society?— We  cannot  agree  to 
that. 

18.605.  Mr.  Goodwin  said  that  on  £40  trading  the 
individual  would  get  about  £4? — (Mr.  Goodwin)  : Yes. 

18.606.  Do  you  calculate  the  benefits  to  the  mem- 
bers at  about  10  per  cent,  on  the  turnover? — I was 
taking  an  average  roughly  for  the  purposes  of  illus- 
trating my  point.  It  was  an  average  of  £40,  on 
which  they  would  receive  a dividend  of  £4  during 
the  year. 

18.607.  That  would  be  an  average? — Yes. 

18.608.  And  that  would  be  in  addition  to  the  un- 
allocated profits  of  the  reserve  fund? — Yes. 

18.609.  Professor  Figou : I should  like  to  ask  a 
general  question,  and  it  is  convenient,  I think,  to 
distinguish  under  three  heads,  first  of  all  the  question 
of  profits  from  trading  with  non-members,  then  the 
reserve  fund,  and  then  the  dividend.  First,  with 
regard  to  the  profits  of  trading  with  non-members: 
1 take  it  you  would  agree  that  if  it  were  possible  to 
distinguish  those  they  would  be  a proper  subject  for 
Income  Tax  ? — (Mr.  Cooper ) : Yes. 

18.610.  So  there  is  really  no  dispute  about  that? 

—No.  . _ ; |-ji) 

18.611.  It  is  just  a question  of  whether  it  is  worth 
doing,  owing  to  its  small  size? — Yes. 

18.612.  Then,  with  regard  to  the  reserve  fund, 
which  seems  to  me  really  the  most  difficult  point, 
does  the  reserve  fund  belong  to  the  members,  or  does 
it  belong  to  the  shareholders? — They  are  one  and  the 
same,  the  members  and  the  shareholders. 

18.613.  That  makes  the  difficulty,  because,  in  so 
far  as  it  belongs  to  the  shareholders,  it  is  surely  very 
difficult  to  distinguish  it  from  the  undistributed 
profits  of  a company,  and  of  course  the  undistributed 
profits  of  a company  are  liable  to  tax? — Yes;  but,  as 
i pointed  out  previously,  one  is  out  of  an  economic 
profit,  and  the  other  is  surplus  deposits. 

18.614.  But  so  far  as  it  belongs  to  the  shareholders 
you  cannot  maintain  that,  can  you?  You  have  to 
regard  it  as  their  property,  and  so  put  aside  by  them  ? 
—No.  We  might  go  so  far  as  to  allocate  that  reserve 
fund  into  shares  without  any  interest  chargeable; 
then  it  would  be  apportioned  to  them. 

18.615.  But  if  they  were  apportioned  to  the  share- 
holders, they  would  pay  Income  Tax?— Yes,  on  the 
income  from  such  shares  allocated  to  themselves  out 
of  the  surplus  in  proportion  to  the  trade  done. 

18.616.  But  when  you  put  up  the  reserve  fund  do 
you  divide  it  in  that  way?  My  difficulty  is  as  to  the 
relation  between  the  shareholders,  as  shareholder's, 
and  the  members,  as  members,  in  respect  of  that 
reserve  fund  ? — (Mr.  Goodwin) : Shareholders  and 
members  are  exactly  the  same ; there  is  no  difference. 

18.617.  They  are  the  same  people? — The  shareholder 
is  a member. 

18.618.  He  is  a member,  but  he  does  not  occupy 
the  same  proportionate  position  as  a shareholder  as 
he  does  as  a member? — You  mean  as  a purchaser? 

18.619.  As  a purchaser? — If  you  will  allow  me  to 
make  this  observation,  I contend,,  as  to  the  surplus, 
which  we  show  as  a profit,  that  you  cannot  say  it 
alters  its  nature  by  being  put  to  a reserve  fund,  or 
by  being  distributed  to  the  members.  It  is  the  same 
exactly.  The  members  can  say:  “we  will  put  so 
much  aside,  and  we  will  take  so  much.”  They  might 
say,  “ we  will  put  it  all  aside.”  But  the  nature  of 
that  surplus  is  just  the  same,  and  whatever  way  it 
is  divided  does  not  alter  it;  that  is  my  contention, 
therefore  it  is  no  more  liable  to  tax  if  it  were  put 
to  reserve  than  if  it  were  being  distributed  to  the 
members. 

18.620.  But  of  course  the  interest  paid  to  the  share- 
holders is  taxed? — Yes,  it  is  taxed  not  at  the  source 
but  by  the  member  himself  making  his  return. 

18.621.  So  that  in  so  far  as  the  reserve  fund  is  a 
sort  of  defence  for  the  shareholders,  is  it  not  in  a 
different  position? — No,  I do  not  see  it  at  all;  I say 
it  is  exactly  the  same. 

18.622.  Now  pass  from  that  to  what  is  really  the 
main  thing,  and  that  is  the  dividend;  that  is  much 


the  most  important  part  of  the  whole  thing — the 
question  of  whether  it  should  be  taxed? — That  is  the 
profit  or  surplus;  never  mind  whether  it  is  dividend 
or  reserve. 

18.623.  Anyway,  the  part  that  is  distributed  is 
much  more  important  than  the  part  which  goes  to 
reserve? — It  is  larger. 

18.624.  That  is  the  main  thing? — Yes. 

18.625.  With  regard  to  this  dividend,  there  are 
really  two  questions,  first  the  question,  which  is 
really  an  administrative  question,  whether  if  it  is  to 
be  taxed  it  should  be  taxed  at  the  source,  and  secondly 
the  question  of  principle,  whether  it  is  taxable  at 
all? — Yes.  We  say  it  is  not  taxable. 

18.626.  So  you  really  do  get  two  contentions. 
First,  as  a matter  of  convenience,  it  had  better  not 
be  taxed  at  the  source,  even  if  it  is  taxed  at  all, 
because  of  the  inconvenience  of  return  and  so  on; 
and,  secondly,  it  ought  not  to  be  taxed? — Yes. 

18.627.  The  second  is  the  main  thing.  Your  con- 
tention is  that  the  dividend  is  not  taxable  profit? 
— Yes. 

18.628.  Before  coming  to  the  main  point,  it  has 
been  put  to  us  that  a part  of  this  dividend  results 
from  funds  invested  by  wholesale  societies  and 
others;  a part  of  it  is  really  the  proceeds  of  the  in- 
vestment; is  that  so  in  fact? — (Air.  Cooper)-.  Yes,  a 
portion  may  find  its  way  into  the  surplus  divisible. 

18.629.  And  if  you  could  in  practice  distinguish  it, 
you  would  admit  that  is  a taxable  profit? — Yes. 

18.630.  And  the  reason  for  not  doing  it  is  that  it 
is  very  little,  and  not  worth  it? — At  the  present  time 
the  Act  gives  us  exemption  under  Schedules  C and 
D ; therefore  the  income  arising  from  the  investments 
is  exempt,  but  we  are  liable  under  Schedules  A and 
B.  We  would  admit  that  there  is,  or  there  may  be, 
some  little  liability  attached  to  investments,  and 
probably  non-members’  trade,  but  to  get  over  the 
difficulty  we  think  we  should  put  all  our  liabilities 
together,  and  show  that  we  have  paid  under  Schedule 
A,  and  that  the  members  are  expected  to  pay  again 
o.i  their  interest;  if  we  could  prove  that  they  were 
paying  more  than  these  small  liabilities  admitted 
under  income  from  investments  and  non-members’ 
trade,  we  should  be  paying  in  excess  of  our  liability 
even  then. 

18.631.  The  point  I want  to  get  from  you  is  that 
there  is  a distinction  in  principle  between  the  two 
things? — Yes,  the  income  from  the  investments. 
(Mr.  Goodwin) : I should  like  to  make  a remark  on 
that.  The  interest  from  investments  is  not  a net  in- 
come; it  is  a gross  income,  and  you  have  to  set 
against  that  income  the  interest  which  you  pay  to 
your  members  for  your  share  capital,  which  is  5 per 
cent.,  and  the  interest  from  investments  will  come 
very  little  over  that.  It  is  a question  whether  there 
is  any  margin  at  all,  when  you  consider  that  you  pay 
5 per  cent,  for  your  money. 

18,b32.  I quite  see  that,  but  there  is  a distinction 
in  principle.  Then  we  come  on  to  the  main  thing, 
the  question  whether  the  dividend  itself,  what  you 
call  surplus,  is  properly  taxable.  With  regard  to 
that,  how  would  you  analyze  the  profit  of  a com- 
pany? You  would  take  it,  I suppose,  that  there 
would  be  first  what  the  shareholders  Avant  to  induce 
them  to  put  in  their  money,  and  then  ihe  expenses 
of  the  management  and  the  general  costs  of  running 
the  thing ; those  two  things  are  already  provided  for 
in  a Co-operative  Society  in  the  interest  on  shares, 
and  in  the  expenses  of  management? — Yes.  (Mr. 
Cooper) : For  convenience  sake  we  charge  in  the 
expenses  account  that  rate  of  interest  as  an  expense, 
but  then  it  is  brought  back  into  the  profit  and  loss 
to  be  distributed  Avith  the  other  surplus. 

18.633.  If  that  is  so,  there  would  be  nothing  left 
over  besides  tAvo  things  to  correspond  to  any  profit 
in  an  ordinary  company?— No,  Avith  the  exception  of 
the  share  interest ; that  aaouM  correspond  Avith  the 
profit. 

18.634.  But  if  that  is  so,  this  surplus  that  has  to 
be  distributed  will  be  an  excess  over  and  above  the 
profit  that  an  ordinary  company  gets.  It  is  not  a 
profit  in  the  same  sense? — No,  it  is  the  saving  in 
the  purchases ; that  seems  to  be  the  real  difference 


922 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


23  October , 1919.]  Mr.  Newman  Hall  Cooper,  Mr.  T.  Goodwin  and  Mr.  R.  Macintosh.  [ Continued . 


between  a trading  company  and  a Co-operative 
Society,  because  we  can  carry  on  without  any  surplus 
if  necessary. 

18.635.  And  if  you  carried  on  without  any  surplus, 
there  would  still  be  the  profits  in  the  sense  that  the 
company’s  profits  would  still  be  there,  represented 
in  the  expenses  of  management  and  in  the  payments 
made  to  the  shareholders? — If  it  were  to  be  that 
way,  then  we  could  probably  be  directly  assessed  on 
the  interest,  but  then  we  should  have  the  right  of 
deducting  from  our  members.  As  we  have  pointed 
out  previously,  the  bigger  proportion  of  our  members 
will  not  be  liable;  therefore  we  think  it  far  better 
for  us  to  assist  the  Revenue  in  getting  the  taxation 
on  what  is  real  taxable  profit  coming  to  our  members, 
by  assisting  them  in  taxing  the  share  interest  in 
the  members’  hands. 

18.636.  Yes.  Perhaps  you  have  not  got  my  point. 
I am  not  suggesting  any  change  about  the  share 
interest.  My  point  is  that  what  is  paid  to  the 
managers  and  what  goes  to  the  shareholders  makes 
up  the  whole  of  what  corresponds  to  profit  in  an 
ordinary  company? — Yes. 

18.637.  If  that  is  so,  it  has  been  put  to  us  that  if 
you  do  not  tax  the  dividends,  and  if  the  co-operative 
method  extends  over  the  whole  industry,  there  would 
be  no  profit  left  to  tax.  I am  suggesting  to  you  that 
the  profit  left  to  tax  would  be  exactly  the  same  as  it 
is  at  present,  because  this  dividend  is  something 
over  and  above  what  an  ordinary  company  calls 
profit? — Yes,  it  is  the  saving  to  the  member.  If 
you  were  to  get  to  that  point  when  there  is  no  other 
trading,  we  could  ask  for  a levy  from  our  members 
for  contribution  to  the  upkeep  of  the  country  out 
of  that  saving,  by  our  method  of  providing  them 
with  goods  at  cost  price. 

18.638.  Yes;  I want  to  come  to  that  in  a moment. 
There  is  another  point  that  I wanted  to  ask  you 
about.  It  has  been  put  to  us  that  a statement 
corresponding  to  your  statement  in  paragraph  39 
will  not  hold.  This  is  the  statement,  that  in 
ordinary  co-operation  what  is  called  the  dividend 
is  really  a return  to  the  members  of  the  sums  which 
they  have  paid  for  their  own  goods  in  excess  cost 
price? — Yes. 

18.639.  It  has  been  suggested  that  that  will  not 
hold,  because  a Co-operative  Society  has  a great 
uumber  of  different  sorts  of  work.  It  sells  all  sorts 
of  things? — Yes. 

18.640.  And  that  the  individual  member  gets  his 
dividend  in  proportion  to  the  whole  thing,  and  not 
in  proportion  to  the  particular  thing.  The  surplus 
on  the  particular  thing  is  in  a different  proportion. 
There  may  be  a loss  on  one  and  a gain  on  another? — 
Yes.  It  would  be  cutting  it  very  very  fine  to  make  a 
profit  and  loss  account  out  of  every  article  that  we 
sell,  and  then  we  should  not  be  getting  any  nearer, 
we  think,  because  a member  may  purchase  one  thing 
that  makes  a loss  and  another  that  makes  a profit, 
and  one  set  against  the  other  would  balance.  But 
the  mutual  consent  of  the  members  is  taken  into 
consideration  when  these  divisions  afe  made ; there- 
fore there  is  no  complaint  from  one  member  to 
another  that  they  have  been  making  profit  out  of 
someone  else.  Wo  do  not  admit  that  they  aro  in  that 
sense,  because  they  could  trade  at  different  shops, 
and  vary  the  return  of  the  purchases.  That  has 
already  been  mentioned,  the  differential  rate  of 
dividend  to  a certain  extent  would  get  over  that 
difficulty,  but  it  would  not  get  over  the  difficulty 
in  a grocer’s  shop  where  one  profit  may  be  12£  per 
cent,  and  the  other  may  be  25  per  cent. 

18.641.  Mr.  Walker  Clark : And  one  5 per  cent.? — 
And  one  5 per  cent.  I think  it  would  be  stretching 
the  point  too  far  to  expect  us  to  do  that,  seeing 
that  the  members  mutually  agree  that  the  profit 
shall  be  distributed  in  that  way.  I think  we  could 
not  attach  any  liability  to  a profit  made  out  of  each 
other  in  that  way. 

18.642.  Your  real  answer  would  be  that  this 
arrangement  is  a matter  for  the  convenience  of  the 
members  and  does  not  affect  the  nature  of  the  sur- 
plus?— Yes,  that  is  so. 

18.643.  The  point  has  been  put  to  us  that  it  would 
not  be  practicable  for  the  society  to  adopt  the  policy 
you  referred  to  just  now,  and  to  sell  at  cost.  It  has 


been  said  that  would  not  be  practicable.  What  do 
you  say  to  that? — We  do  not  wish  to  adopt  that 
course,  because  we  say  that  the  system  of  co-operative 
trading  is  conducive  to  thrift.  If  we  were  to  do 
away  with  that  surplus  deposit,  there  would  be  no 
incentive  probably  to  the  members  to  save  those  few 
coppers.  Therefore  we  prefer  to  go  on  in  the  same 
way  as  we  do,  but  the  result  is  practically  the  same, 
in  effect. 

18.644.  On  the  question  of  practicability — not  the 
question  of  desirability — the  point  put  to  us  was 
that  it  would  not  be  practicable  in  any  way? — Yes, 
it  would  be  practicable.  One  society  already  does  it. 
The  point  arising  is,  how  are  they  to  get  capital  in 
that  case?  The  Progress  Society  in  Glasgow  in  1902 
had  868  members,  and  its  shares  were  £1,750;  no 
dividend  is  ever  paid  on  the  purchases.  In  1914  the 
members  had  grown  to  3,053,  and  the  share  capital 
had  grown  to  £31,741.  In  1918,  the  members  had 
increased  to  5,487,  and  the  shares  to  £73,688.  There- 
fore that  case  proves  to  us  that  it  could  be  done. 
But  we  would  rather  continue  as  we  are. 

18.645.  Mr.  Marks : Has  it  been  doing  that  all 
these  years? — Yes,  all  these  years. 

18.646.  How  many  years? — We  started  with  1902, 
just  to  get  a few  figures  out,  but  they  have  been  in 
existence  longer. 

18.647.  Professor  Pigou:  There  is  no  real  difficulty 
about  so  adjusting  prices  that  it  shall  work  out  at 
cost  ? — No. 

18.648.  In  fact,  you  say  it  is  a practicable  thing 
to  do? — In  fixing  prices  we  take  the  outside  market 
price  as  really  the  basis,  but  at  the  same  time  we 
have  to  take  into  consideration  something  like  the 
dividend  that  is  being  paid  by  the  society,  as  well. 

{Mr.  Goodwin ) : May  I just  make  one  observation  on 
this  point.  As  a rule,  the  retail  societies  work  to  a 
certain  dividend.  Societies  pay  2s.  6d.,  or  3s.,  or 
Is.,  as  the  case  may  be,  and  they  really  work  their 
prices  in  order  to  produce  that  dividend  and  a little 
over  for  the  reserve.  The  pricings  in  the  various 
departments  are  arranged  accordingly.  But  it  is 
not  always  practicable  to  ensure  in  every  department 
an  absolute  equality  of  result,  because  there  are 
certain  circumstances  in  the  particular  period  of  a 
trading,  which  might  upset  one  department.  One 
department,  for  instance,  might  one  half-year  have 
some  old  stock  or  bad  stock ; another  department 
might  not  have  it,  and  so  on;  there  are  various 
circumstances  which  affect  the  result;  but  on  the 
whole  it  averages  to  what  they  aim  at,  and  they 
pay  almost  a fixed  dividend  half-yearly,  or  from 
quarter  to  quarter. 

18.649.  That  more  or  less  proves  it;  if  they  can 
adjust  prices  to  a particular  dividend,  it  shows  they 
could  adjust  the  prices  ibo  cost? — That  is  so. 

18.650.  Then  the  thing  being  practicable,  the  ques- 
tion is  whether  it  is  desirable;  and  you  say  it  is  not 
desirable,  because  the  whole  policy  of  the  co-operative 
arrangement  has  been  to  use  its  dividends? — Yes, 
that  is  the  point. 

18.651.  So  that  if  the  dividends  were  made  tax- 
able, there  would  be  a danger  that  the  Revenue 
would  not  be  getting  anything,  but  that  you  would 
be  driven  to  abandon  that  policy,  and  so  do  away 
with  the  incentive  to  thrift? — {Mr.  Cooper-.)  Yes. 

18.652.  Mr.  Mackinder:  I have  only  two  small 

points  to  put  to  you.  The  first  is  on  your  para- 
graph 50;  that  deals  with  non-deduction  of  tax  when 
you  are  paying  interest  on  loans  and  deposits? — 
Yes. 

18.653.  Can  you  tell  me  under  what  legal  right 
you  do  that — that  you  do  not  make  the  deduction? 
— Only  by  arrangement  with  the  Inland  Revenue. 

18.654.  But  is  that  the  whole  of  the  arrangement 
between  you  and  the  Inland  Revenue?  May  I put 
it  in  this  way?  Is  there  any  understanding  in  the 
arrangement  that  the  responsible  officers  of  your 
societies  will  help  the  Surveyor  of  Taxes  in  the 
matter  of  giving  information  as  to  those  persons  to 
'.v  bom  you  pay  interest,  who  probably  have  more  than 
£130  a yearP — Yes. 
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18.655.  That  is  a part  of  the  arrangement? — Yes; 
that  is,  in  respect  to  the  loans;  but  if  we  could  get 
some  other  alternative  basis  of  being  taxed  under 
Schedule  A,  then  we  would  extend  that  to  the  matter 
of  share  interest. 

18.656.  But  I am  asking  whether  as  a fact  is  it 
not  part  of  the  arrangement  between  you  and  the 
Inland  Revenue  that  the  responsible  officers  of  your 
societies  shall  help  the  Revenue  i.i  the  matter  of 
pointing  out  those  persons  who  probably  have  incomes 
of  more  than  £130  a year?— Yes. 

18.657.  That  is  a part  of  the  understanding? — 
Yes. 

18.658.  I take  it  that  is  an  understanding  between 
your  Union  and  the  Inland  Revenue? — -Yes. 

18.659.  Do  you  issue  to  the  component  societies 
any  circular  or  any  instructions  which  shall  keep 
before  the  responsible  officers  the  duty  (because  I 
take  it  that  having  made  a bargain,  you  wish  it  to 
be  honourably  observed)  of  assisting  the  Surveyors  in 
that  matter? — Yes,  we  have  repeated  that  in  the 
present  Quarterly  Review  that  is  just  about  being 
distributed  to  the  societies. 

18.660.  I merely  wanted  tov  get  the  fact.  As  you 
know,  taxation  at  the  source  is  a very  valuable  means 
to  prevent  evasion ; I do  not  mean  fraudulent 
evasion;  I am  putting  to  you  whether  you  do  as  a 
matter  of  fact  try  to  ensure  that  the  compromise 
shall  be  carried  out? — Yes,  and  we  have  issued 
thousands  of  leaflets  informing  the  members  that  they 
must  include  the  amount  of  share  interest  received 
from  the  society,  in  their  Income  Tax  returns. 

18.661.  Supposing  we  take  the  case  of,  let  me  say, 
a pig,  which  one  of  your  butchery  departments  kills, 
and  let  me  assume  for  a moment  that  you  sell,  shall 
we  say,  the  bristles  to  an  outsider,  and  a question 
of  breach  of  contract  arises.  Will  the  remedy  of  the 
outsider  be  against  the  society  or  against  the  mem- 
bers?— It  will  be  against  the  society  as  a whole. 

18.662.  In  other  words,  for  tnat  purpose  the  society 
is  a legal  person? — Yes. 

18.663.  And  something  distinct  from  the  con- 
stituent members? — Yes,  to  that  extent. 

18.664.  So  that  I put  it  to  you  that  it  is  not  an 
incorrect  statement  to  make  to  say  that  you  want 
to  have  the  best  of  both  worlds.  You  wish  to  be  not 
a society  but  component  members,  when  it  suits  you, 
when  you  are  dealing  with  Revenue;  and  vou  wish 
your  members  to  have  the  advantage  of  being  relieved 
from  individual  liability  by  the  fact  that  when  they 
are  sued  hy  an  outsider,  your  society  is  a person 
apart  from  them? — Yes,  but  we  do  not  wish  to  put 
the  idea  forward  that  we  wish  to  evade  any  tax. 

18.665.  No,  I am  not  on  that.  My  point  is,  when 
it  comes  to  a question  of  a contract  with  a.n  outsider. 
We  will  take  three  brothers  who  might  own  a pig. 
If  those  three  brothers  owned1  the  pig  and  there  was 
a question  of  suing,  if  one  of  them  became  bankrupt, 
I take  it  the  other  two  would  be  liable? — Yes. 

18.666.  In  the  case  of  your  society,  however,  the 
members  of  the  sooiety  are  protected,  axe  they  not, 
against  that  contingency  by  the  fact  that  your  society 
is  a legal  person? — Yes,  but  any  liability  would  have 
its  effect  on  the  distribution  of  surplus. 

18.667.  But  which  would  you  say  was  the  greater 
advantage : to  have  a certain  effect  on  tihe  distribu- 
tion, or  to  be  liable  to  have  one  of  your  members, 
by  bankruptcy,  fall  right  out  in  a small  mutual 
arrangement? — I think  that  has  been  brought  about, 
to  give  the  society  a legal  entity,  from  the  outsider’s 
point  of  view,  to  ensure  them  getting  their  lawful 
rights  against  the  society  as  a body. 

18.668.  I do  not  want  to  spend  time  on  this,  but  I 

suggest  to  you  it  is  not  an  unfair  statement  to  make 
that  where  you  can  get  advantage  you  are  a legal 
person,  and  where  you  can  get  advantage  otherwis  , 
you  are  not  a legal  person  ? — (Mr.  Goodwin) : I 

suggest  it  is  just  a matter  of  practicability  and  con- 
venience altogether. 

18.669.  Mr.  Birley : I want  to  refer  to  paragraph 
41.  Mr.  Walker  Clark  asked  you  questions  as  to  the 
profit  on  the  trade  with  non-mem  here.  You  give  there 
particulars  from  830  retail  societies  which  have  made 
returns,  and  they  give  the  trade  done  with  non- 
members  at  £266,312;  but  what  of  the  other  retail 


societies  and  of  the  wholesale  societies?  Have  you 
any  information  ? — (Mr.  Cooper) : We  cannot  answer 
for  the  other  distributive  societies,  but  in  order  to 
show  that  we  tried  to  do  our  best,  we  have  got  60 
per  cent,  of  the  societies  to  send  in  returns,  and  you 
w ill  find  that  we  have  got  a very  big  proportion  of 
the  trade  represented  by  those  societies.  Those  other 
societies  may  be  proportionately  less,  or  they  may  be 
the  opposite,  but  we  could  not  say  one  way  or  the 
other. 

18.670.  But  you  give  a total  of  £127,000,000  out 
of  a total  which  you  give  in  your  first  paragraph  of 
the  retail  and  wholesale  of  £239,000.000? — The 
6127,000,000  refers  only  to  830  retail  societies, 
whereas  the  total  distributive  trade  for  1918  of  the 
1307  societies  was  just  over  £155,000,000. 

18.671.  You  do  not  give  much  more  than  half,  and 
you  leave  out  the  wholesale  altogether? — We  have 
dealt  with  the  distributives  entirely,  because  the 
wholesale  have  a more  direct  statement  of  their  non- 
members’ trade;  but  we  could  not  assume  or  estimate 
the  portion  that  the  other  societies  have  not  supplied 
us  with. 

18.672.  You  do  not  give  us  that  information  for  the 
wholesale  ? — (Mr.  Goodwin) : The  non-members’  trade 
for  the  English  wholesale  for  the  last  year  amounted 
to  £4,000,000.  Of  that,  £2,000,000  was  goods  supplied 
to  the  Government  under  stress  or  by  application  for 
goods,  as  has  already  been  explained.  The  other 
£2,000,000  is  made  up  of  the  sale  of  by-products  from 
our  productive  factories,  spoiled  stock,  and  also  sales 
to  non-member  societies.  The  sales  to  non-member 
societies  come  to  something  like  £537,000,  and  the  sale 
of  by-products  and  of  various  articles,  unsuitable  and 
inferior  commodities,  which  are  not  suitable  for 
our  trade,  £1,439,000,  making  together  nearly 
£2,000,000.  That  is  how  the  non-members’  trade  is 
made  up  for  the  wholesale. 

18.673.  Can  you  give  us  the  rate  of  profit  on  that? 
You  give  us  in  paragraph  41  a rate  of  profit  of  0*2 
per  cent.,  which  rather  leads  one  to  think  jou  suggest 
that  that  is  the  usual  rate  over  all ; but  can  you  five 
us  the  rate  on  the  wholesale? — (Mr.  Cooper) : The  per- 
centage there  is  the  percentage  of  non-members’  trade 
to  the  total  trade. 

18.674.  Not  to  the  total  trade,  I put  to  you?— -The 
total  trade  in  that  column  applying  to  830  societies. 

18.675.  Can  you  give  us  the  profit  on  non-members’ 
trade  on  the  remainder  beyond  the  £127,000,000,  or 
on  the  wholesale  ? — (Mr.  Goodwin) : I submit  that  it 
would  be  absolutely  impossible  to  say  what  profit  was 
made  on  by-products.  Personally,  I should  contend 
that  it  was  not  a sale  for  profit,  but  really  a reduc- 
tion of  cost;  because  you  cannot  say  what  profit  you 
have  made ; you  do  not  know  what  your  raw  material 
has  cost  you. 

18.676.  But  do  you  not  think  it  is  very  essential 
that  we  should  get  to  know  really  what  this  profit 
on  non-members’  trade  is? — We  could  not  say 
what  the  profit  on  non-members’  trade  is,  so 
far  as  it  refers  to  the  sale  of  by-products 
and  residuals.  I contend  that  it  is  absolutely 
impossible  to  say  what  profits  you  do  make. 
If  we  want  to  make  flour  we  have  to  make  by-products 
at  the  same  time,  bran  and  offals.  The  sale  of  the 
bran  and  offals  reduces  the  price  of  the  flour.  I say 
that  the  whole  operation  is  expressed  in  the  price  of 
the  flour,  but  you  cannot  say  definitely  what  profit,  if 
any,  you  make  on  the  offals. 

18.677.  You  have  already  stated  that  you  quite 
agree  that  it  is  a proper  thing  that  Co-operative 
Societies  should  pay  Income  Tax  on  the  profits  they 
make  on  trade  outside  their  members? — Yes. 

18.678.  Do  you  not  think,  therefore,  that  we  ought 
to  know  what  that  profit  is?  It  has  been  said  that  it 
is  so  small  that  it  is  not  worth  dealing  with ; but  you 
cannot  give  us  the  figures  ? — The  sales  to  Co-operative 
Societies  who  are  non-members  amount  to  £537.000. 
Now  that  is  quite  an  easy  thing,  because  we  sell  to 
them  at  the  same  price  as  we  do  to  our  members ; but 
in  the  return  of  the  surplus  we  only  give  them  half 
the  surplus  against  the  full  surplus  to  members.  In 
that  case  it  would  be  quite  easy ; the  profit  would  be 
at  the  same  rate  as  our  general  profit  to  the  members, 
only  we  give  half  back,  so  that  it  would  be  half  th^ 
profit, 
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18.679.  Mr.  Walker  Clark:  Provided  the  purchases 
were  the  same. 

18.680.  Mr.  Birley : I quite  appreciate  your  difficul- 
ties, but  it  seems  to  me  that  it  is  a very  important 
point  that  we  should  know  what  those  profits  are. 
They  seem  to  be  small,  but  there  seems  to  be  no 
evidence  put  forward  as  to  what  they  are? — The  only 
suggestion  that  one  could  make  with  regard  to  that 
would  be  that  you  should  treat  it  on  the  same  lines 
as  our  general  profit,  and  show  the  whole  of  the  profit 
done  on  those  lines.  I defy  anyone  to  say  what  profit 
they  make  on  the  sale  of  by-products. 

18.681.  I say  I quite  see  your  difficulty,  but  there 
is  a large  trade  You  have  your  dye  works,  and  you 
have  your  African  mills,  and  things  of  that  sort ; you 
must  make  some  outside  profit;  and  if  you  agree,  as  I 
believe  you  do,  that  Income  Tax  should  be  paid  on 
that  outside  profit,  it  seems  to  me  that  to  arrive  at 
whether  it  is  worth  while  or  not,  it  ought  to  be  pos- 
sible to  get  some  figures? — (Mr.  Cooper ):  If  that 
assessment  were  to  bo  made  upon  us,  then  we  should 
have  to  put  ourselves  in  order,  to  arrive  at  some 
estimate  or  at  some  exact  idea.  (Mr.  Goodwin) : 
Some  basis  as  to  how  it  should  he  arrived  at. 

18.682.  Now  turn  to  paragraph  50,  where  you  speak 
of  Schedules  A and  B.  You  say:  “In  view  of  the 
difficulties  attendant  on  reclaims  and  the  small  sums 
individually  involved  (the  average  of  capital  invested 
per  member  being  £17)  no  reclaim  or  abatement  has 
ever  been  made  by  or  to  members  in  respect  of  such 
payments  under  Schedules  A and  B.”  That  is  only 
putting  you  in  the  same  position  as  any  company 
which  has  shareholders  who  are  not  liable  to  tax.  Is 
that  not  so? — (Mr.  Cooper ) : Yes. 

18.683.  So  you  are  only  on  the  same  footing  as 
others  there;  there  is  no  grievance? — The  difficulty 
with  us  is  to  attach  liability  to  the  member  on 
Schedule  A. 

18.684.  Suppose  a limited  company,  none  of  whose 
shareholders  are  liable  to  tax,  that  limited  company 
has  to  pay  oji  Schedule  A at  the  full  rate? — Yes. 

18.685.  And  it  gets  no  repayment  because  the 
shareholders  are  not  liable  to  tax? — That  is  so. 

18.686.  You  are  in  no  worse  position  than  that 
company? — We  could  deduct  tax,  say,  in  lieu  of  the 
amount  that  we  pay  under  Schedule  A,  but  by  doing 
so  we  should  be  deducting  more  than  we  had  actually 
paid.  The  point  would  be  then,  what  are  we  to  do 
with  the  difference? 

18.687.  My  only  point  is  that  you  have  no  real 
grievance  there  beyond  the  grievance  that  all  limited 
companies  have? — We  have  a real  grievance  because 
of  this  fact,  that  the  annual  values  under  Schedules 
A and  B are  assessed  as  though  each  individual  share- 
holder were  getting  £2,500  a year. 

18.688.  As  it  is  in  limited  companies? — Yes.  If 
wo  could  take  this  to  the  individual  members,  the 
individual  members  then  would  be  in  a position  to 
reclaim  the  excess  paid  on  their  account. 

18.689.  As  in  limited  companies? — Yes;  but  the 
trouble  with  us  is  of  attaching  the  proportion  to  the 
member  in  order  to  show  to  him  what  we  have  paid 
on  his  behalf.  If  we  could  do  this,  the  interest  tint 
wo  now  pay  to  shareholders  would  be  free  of  Income 
Tax,  but  we  are  advising  members  to  include  that 
in  their  Income  Tax  returns.  We  have  already  paid 
6s.  in  the  £ on  it.  Individual  members,  when  they 
include  it  again,  pay  at  their  rate.  Now  we  say  that 
we  pay  9s.  in  the  £ on  the  same  earning  capacity  of 
interest. 

18.690.  My  only  point  is  that  you  are  in  the  same 
position  as  limited  companies? — No,  I do  not  think 
so,  not  to  that  extent.  I would  like  to  put  forward 
the  case  of  a society  registered  under  the  Industrial 
and  Provident  Societies  Act  that  actually  pays  tax 
and  does  not  make  a profit.  The  North-Western 
Convalescent  Homes  Association  have  two  homes, 
one  at  Blackpool  and  one  at  Otley,  in  Yorkshire. 
The  shares  held  bv  societies  are  almost  £24,000 ; no 
interest  is  paid  on  those  shares,  it  is  understood.  In 
1916  the  accounts  showed  a surplus  of  £56;  in  1917 
the  accounts  showed  a loss  of  £698;  in  1918  a loss  of 
£169.  In  each  of  those  years  tax  was  paid  under 
Schedule  A : in  1916,  £93  12s.  6d. ; in  1917,  £93 
12s.  6d. ; in  1918,  £112  7s.  Now  we  contend  that  if 


that  association  had  been  registered  as  a company, 
we  should  have  been  able  to  reclaim  that  Schedule  A 
tax,  because  there  had  been  no  profit  made  by  the 
company ; but  we  cannot  deal  with  it  as  under 
Schedule  D,  because  we  are  not  assessable  under  that 
Schedule;  therefore  the  tax  is  paid  and  left  there, 
and  at  the  rate  of  6s.  in  the  £. 

18.691.  I take  it  that  those  are  mutual  in  the  same 
way  as  your  others? — Yes,  only  the  tax  is  not 
mutual. 

18.692.  Those  are  mutual,  and  the  members,  I take 
it,  have  had  the  advantage  of  lower  charges,  which 
have  caused  that  loss? — No,  not  in  that  sense  alto- 
gether, hut  we  are  assessed  on  the  annual  value  under 
Schedule  A,  whether  we  make  a surplus  or  a loss. 
(Mr.  Goodwin) : May  I suggest,  in  regard  to  that 
one  point,  a view  of  the  whole  question?  That  is, 
that  the  individual  member  only  is  liable  for  the  tax. 
If  these  individual  members  pay  their  tax  in  accord- 
ance with  their  liability  on  the  whole  of  the  interest 
they  receive  from  the  Co-operative  Societies,  that 
should  satisfy  the  whole  question  of  taxes,  and  you 
should  not  look  for  any  further  taxes  inside  the 
movement,  but  should  he  satisfied  with  the  payment 
of  the  tax  by  the  member  on  their  portion  of  the 
interest. 

18.693.  I will  now  ask  you  to  turn  to  the  first  three 
items  in  your  summary : “ (1)  Co-operative  Societies 
enjoy  no  real  exemption  from  Income  Tax;  (2)  that 
surpluses  arising  from  the  mutual  trading  of  co- 
operators  are  not  profits,  and  should  not  be  assessed 
for  Income  Tax;  (3)  to  tax  dividend  or  surplus  on 
purchases  would  therefore  be  to  impose  upon  work- 
ing-men a charge  which  is  not  demanded  from  any 
other  section  of  the  community.”  Are  you  aware 
that  municipalities  are  charged  Income  Tax  on  the 

surpluses  or  profits  of  their  trading  departments? 

(Mr.  Cooper) : Yes. 

18.694.  Is  not  this  trading  of  these  departments 
mutual  trading? — Yes. 

18.695.  Tax  is  paid  at  the  full  rate  of  6s.,  in  spite 
of  the  fact  that  a very  large  number  of  ratepayers 
are  not  liable  to  that  rate? — Yes. 

18.696.  If  it  is  fair  to  charge  tax  on  the  result  of 
the  mutual  trading  of  municipalities,  would  it  not 
be  equally  fair  to  tax  Co-operative  Societies  on  the 
result  of  their  mutual  trading? — The  point  that  we 
arrive  at  is  that  Municipal  Corporations  should  not 
be  taxed  as  they  are. 

18.697.  May  I put  it  to  you  in  this  way : that  you 
consider  that  municipalities  and  co-operatives  should 
be  dealt  with  equally  in  the  same  way? — Somewhat 
equally. 

18.698.  In  the  same  way? — You  would  come  back 
to  the  direct  assessment  of  interest  on  capital,  and 
in  that  way  we  do  not  say  “ exactly  in  the  same 
way.” 

18.699.  I am  talking  of  the  result  of  the  mutual 
trading.  If  it  is  right  to  do  it  in  one  case,  is  it  nob 
right  to  do  it  in  the  other;  and  if  it  is  wrong  to  do 
it  in  one  case,  is  it  not  wrong  to  do  it  in  the  other? 

— We  say  that  corporations,  on  their  mutual  trading 
should  be  on  a par  with  ourselves. 

18.700.  But  that  both  should  be  treated  equally?-- 
Yes. 

18.701.  Then  there  is  just  one  other  question.  T 
will  ask  you  to  turn  to  paragraphs  10,  11,  12,  and 
13.  There  you  appear  to  adopt  the  official  view? — 
Yes. 

18.702.  It  is  really  merely  a question  of  whether 
it  is  worth  while  to  deduct  tax,  according  to  the 
official  view?. — Yes. 

18.703.  Is  it  not  a fact  that  a limited  company 
pays  the  full  rate  of  6s.  in  the  £ on  its  undivided 
profits  ? — Yes. 

18.704.  And.  does  not  this  happen,  even  if  there  is 
no  shareholder  who  is  liable  to  Income  Tax? — Yes. 
that  would  be  so. 

18.705.  If,  therefore,  the  surplus  or  profits  of  the 
Co-operative  Society  were  to  he  made  liable  to  tax, 
it  would  be  well  worth  taxing  the  undivided  profits? 

— There  are  none  in  a Co-operative  Society. 
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18.706.  Where  there  are  any  undivided  profits  it 
would  be  worth  while,  would  it  not? — There  are  no 
taxable  profits  in  a Co-operative  Society. 

18.707.  May  I ask  you  to  turn  to  paragraph  12 
again?  It  says:  “It  is  expressly  stated  in  the  law 
that  the  exemption  doe6  not  relieve  a single  member 
of  such  a society  from  any  assessment  to  which  he 
would  be  otherwise  liable.”  It  speaks  there  as  if 
you  were  exempt  from  direct  taxation  to  Income  Tax 
because  it  is  not  worth  while? — We  take  that  last 
sentence  to  refer  to  our  surplus  arising  out  of  trade. 

18.708.  Then  may  I put  it  to  you  in  this  way:  that 
if  the  dividends  were  liable  to  tax,  it  would  be  worth 
while  taxing  the  reserve? — No.  As  previously  stated, 
the  amount  of  surplus,  we  contend,  is  not  taxable 
profit;  therefore  whatever  we  wish  to  do  with  it,  it 
must  be  treated  the  same  in  both  cases,  whether  we 
dispose  of  it  or  keep  it  collectively.  (Mr..  Goodwin) ; 
I would  suggest  that  a limited  liability  company  is 
not  taxed  on  its  business ; it  is  the  persons  who  com- 
pose that  company  that  are  taxed.  In  the  case  of  a 
reserve  fund,  assuming  you  put  £1,000  to  the  reserve 
fund  this  year,  and  next  year  you  say  you  will  divide 
it,  you  divide  and  deduct  tax.  If  you  have  paid  on 
£1,000  at  6s.  in  the  £,  you  only  distribute  £700,  and 
you  have  £300  left  in  the  company. 

18.709.  But  the  company  pays  6s.  even  though 
none  of  its  shareholders  is  liable  to  a 6s.  rate?- — But 
it  deducts  it  from  the  returns  to  the  shareholders, 
and  the  shareholders  can  get  it  back  from  the  Govern- 
ment according  to  the  rate  that  they  have  to  pay. 

18.710.  Only  when  it  is  distributed? — When  it  is 
distributed. 

18.711.  I take  it  that  you  do  not  distribute  much 
of  your  reserve  funds? — Yes,  we  do  occasionally.  We 
have  to  call  upon  them  sometimes.  (Mr.  Cooper) : 
The  reserve  fund  in  a company,  as  you  know,  has  its 
effect  on  the  Stock  Exchange.  Now  ours  does  not. 
Our  shares  are  always  worth  a sovereign.  There  is 
no  making  a profit  out  of  selling  shares  to  each  other; 
therefore  shareholders  in  companies  get  their  com- 
pensation in  that  way,  which  is  untaxed  profit 
although  looked  upon  as  increase  of  capital. 

18.712.  Mr.  Manville : How  would  you  view,  from 
the  co-operative  point  of  view,  a tax  on  business 
turnover? — We  could  not  agree  to  that  in  any  way 
if  it  applied  to  ourselves  only. 

18.713.  I mean  as  a general  tax? — If  it  was  brought 
forward  as  a general  tax  on  the  trading  of  the 
country  we  should  fall  in  with  the  idea. 

18.714.  SirJ.  Harmood-Banner : At  the  end  of  para- 
graph 52  you  say  that  your  land  ought  not  to  be 
assessed  under  Schedule  B.  On  what  ground  do  you 
contend  that  land  is  not  to  be  assessed  under 
Schedule  B ? — We  place  this  on  a par  with  the  surplus 
arising  out  of  transactions  with  members.  We  take 
it  that  Schedule  B is  a measure  to  assess  the  farmer 
on  the  supposed  income  that  he  ought  to  make.  Now 
he  does  this  in  order  to  obtain  an  income.  But  the 
co-operative  movement  do  not  do  it  for  that  purpose ; 
we  do  it  to  extend  our  mutual  trading  and  to  make 
a saving  of  cost  in  production.  We  say  that  Schedule 
B is  the  same  as  Schedule  D ; only,  knowing  that 
farmers  have  not  been  in  the  practice  of  keeping 
accounts,  the  Government  have  had  to  frame  some 
measure  whereby  to  estimate  what  a farmer’s  income 
ought  to  be;  that  is,  we  take  it,  the  reason  why 
Schedule  B is  put  on  that  basis,  and  we  apply  this  to 
ourselves  on  the  same  principle  as  in  the  case  of 
trading  with  members. 

18.715.  Co-operators  have  bought  a good  deal  of 
land  lately? — Yes. 

18.716.  A good  many  large  estates.  Your  contention 
would  be  that  if  you  bought  the  whole  of  Kent  you 
should  pay  no  tax  and  you  ought  not  to  be  assessed 
on  the  whole  of  Kent? — We  say  that  we  ought  not 
to  be  assessed  under  Schedule  B,  but  at  the  present 
moment  we  are  paying  it.  But  it  would  only  be  the 
same  as  our  buying  up  a trading  company.  If.  we 
buy  up  a trading  company,  they  have  been  making 
economic  profits,  but  we  take  them  over  and  by 
mutual  trading  we  dispose  of  economic  profits.  The 
same  thing  would  apply  to  land  in  our  view — that 
we  have  taken  over  the  land  in  Kent,  we  have  dis- 
placed the  economic  profit  arising  to  an  individual, 


and  it  becomes  surplus  to  us  out  of  mutual  trans- 
actions. 

18.717.  You  are  rather  asking  that  the  privileges 
which  you  now  have  should  be  extended  with  regard 
to  the  purchase  of  land? — We  have  no  privileges. 
But  we  say  that  it  does  not  apply  to  us  in  the  same 
manner  as  to  an  individual.  If  an  individual  owns 
a farm  of  £200  per  annum  and  he  proves  that  that 
farm  does  not  make  £200,  then  his  tax  is  lowered. 

18.718.  Mr.  Pretyman : A private  individual  who 
has  a garden  and  who  trades  with  himself,  which  is 
the  highest  form  of  mutual  trading,  because  it  is 
concentrated  in  the  one  individual,  who  does  not 
sell  for  profit  but  merely  cultivates  the  garden  for 
his  own  use,  has  to  pay  under  Schedule  B,  and  he 
gets  no  option? — If  he  proves  that  his  profits  from 
that  land  are  less? 

18.719.  No;  he  has  no  option.  If  he  has  a garden 
which  he  cultivates  for  his  own  use,  there  is  no 
question  about  it  any  more  than  there  is  in  your 
case.  If  I have  a garden  of  five  acres,  and  I culti- 
vate that  garden  for  my  own  use  and  for  the  use  of 
my  own  household,  I have  to  pay  under  Schedule  B, 
and  I have  no  option? — I agree  in  that  case. 

18.720.  That  is  exactly  your  position,  is  it  not? 
— No.  Land  attached  to  a house  over  an  acre  I 
look  upon  more  as  a matter  of  pleasure,  i.e.,  as  not 
used  for  income  purposes.  Now  the  farmer  who 
occupies  a farm  does  that  in  order  to  get  an  income. 
If  he  proves  that  his  income  is  less  than  the  assess- 
ment— that  would  be  £400  at  the  present  time — he 
is  assessed  at  that  less  income;  he  is  assessed  on  his 
actual  income  as  proved  by  accounts.  Co-operative 
Societies  cannot  do  this,  and  at  the  same  time  we 
say  it  is  only  on  a par  with  the  trading  profit  arising 
under  Schedule  D. 

18.721.  But  surely  your  whole  contention  is  that 
you  are  not  trading  for  profit,  but  that  you  are  culti- 
vating this  land  for  your  own  mutual  benefit? — Yes. 

18.722.  Therefore  you  are  not  on  a par  with  the 
farmer  who  is  trading  for  a profit;  you  are  on  a par 
with  the  private  individual  who  is  cultivating  a 
garden  for  his  own  consumption? — Yes,  that  is  so. 

18.723.  And  he  has  to  pay  under  Schedule  B with- 
out any  option,  just  the  same  as  you  have.  Where 
is  the  hardship  ? It  is  nothing  to  do  with  the  farmer. 
He  is  trading  for  profit.  Your  contention  is  that  you 
are  not  trading  for  profit;  you  are  therefore  not 
on  a par  with  the  farmer,  but  you  are  on  a par 
with  the  private  individual  who  is  cultivating  for 
himself.  You  contend  that  you  are  cultivating  for 
yourself  ? — Yes. 

18.724.  Then  where  is  the  hardship?  You  have  no 
option,  and  he  has  no  option. — -The  hardship  would 
come  on  the  rate  of  tax.  We  pay  6s.  rate  whether 
our  individual  members  are  liable  or  not.  at  that 
rate.  We  think  that  we  have  a right  to  have  some 
mode  of  assessing  it  according  to  the  liability  of 
our  individual  membef^  and  we  are  open  to  come 
to  some  sort  of  arrangement  whereby  we  can  get 
that  different  rate  of  assessment. 

18.725.  Sir  J.  Harmood-Banner : You  do  not  con- 
sider that  you  ought  to  pay  under  Schedule  B because 
of  the  fact  that  all  profits  made  in  connection  with 
your  various  businesses  must  be  brought  back  to  their 
relation  to  the  man  who  has  paid  profit  on  his 
original  purchase?— Yes. 

18.726.  For  instance,  I believe  you  are  shipowners, 
are  you  not  ? — (Mr.  Goodwin) : Yes,  the  wholesale 
society  is. 

18.727.  I suppose  you  have  been  obliged  to  quote 
the  freights  named  by  the  Government? — No,  we 
have  not  stuck  to  any  maximum  rate.  Our  rates 
have  been  on  the  whole  less  than  others. 

18.728.  You  have  made  considerable  profits  out  of 
shipping? — Yes. 

18.729.  Then  what  have  the  wholesale  societies  done 
with  the  profits  on  those  ships?  Have  they  passed 
those  profits  over  to  the  retail  societies? — They  have 
come  into  the  general  fund  of  profits;  and  of  course 
this  point  touches  on  the  question  of  non-members’ 
trade.  In  so  far  as  we  carry  goods  for  other  people 
and  make  profit  out  of  that,  and  that  profit  comes 
into  the  society,  we  do  not  contend  that  we  are  not 
liable  for  tax  on  non-members’  trade.  But  in  ship- 
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ping  it  is  necessary  that  we  should  do  some  carrying 
for  outsiders  if  we  are  to  fill  up  our  boats,  because 
our  business  is  mainly  imports,  and  our  exports  have 
almost  entirely  to  be  made  up  of  goods  not  belonging 
to  the  societies.  Consequently  there  is  a certain 
amount  that  comes  under  the  heading  of  non- 
members’  trade. 

18.730.  And  you  pay  Income  Tax  on  that  just  the 
same  as  the  ordinary  shipowner? — No.  That  comes 
into  our  ordinary  funds;  it  is  non-members’  trade. 

18.731.  And  it  is  finally  used  in  relief  of  the  man 
who  has  paid  so  much  on  account  of  his  purchases? — 
Or  put  to  reserve. 

18.732.  In  the  same  way,  you  are  largely  interested 
in  soap,  are  you  not? — Yes,  we  have  soap  works. 

18.733.  And  your  glycerine  has  been  sold  to  the 
Government  ? — Yes. 

18.734.  Will  the  same  thing  occur  there?  All  the 
profits  made,  for  instance,  in  those  soap  works  will 
have  been  used  finally  in  reduction  of  the  purchase 
price  paid  by  the  original  purchaser  in  the  retail? 
— Yes,  just  as  all  soapmakers  do.  The  sale  of 
glycerine  reduces  the  price  of  the  soap,  consequently 
the  profit  of  any  soap  works  is  expressed  in  the  sale 
of  the  soap  eventually. 

18.735.  Mr.  Synnott : Is  there  a profit  or  is  there 
not  in  the  by-products? — It  is  a by-product.  As  I 
have  argued  before,  you  cannot  say  what  profit  you 
have  made  on  a by-product;  you  must  take  the  whole 
of  the  operation,  and  it  is  all  expressed  in  the  price 
of  the  manufactured  article  sold. 

18.736.  Sir  J.  Harmood-Banner : Then  the  whole- 
sale society  makes  it,  and  does  not  pay  Income  Tax 
on  that  particular  soap  works? — No. 

18.737.  They  pay  so  much  to  the  retail  societies, 
relieving  the  purchaser  who  has  paid  something  in 
connection  with  bread  and  bacon,  for  instance? — 
Just  in  the  same  way  if  we  make  a good  purchase 
it  benefits  the  societies.  We  are  just  on  the  same 
lines  as  an  ordinary  soapmaker  in  this  respect. 

18.738.  The  purchaser  will  get  a relief  from  the 
profits  on  soap  in  regard  to  his  purchase  of  bread 
and  bacon? — All  our  profits  are  pooled  and  they  are 
divided  in  proportion  to  the  sales  to  members. 

18.739.  Then  the  same  will  apply  to  you  as  coal- 
owners  and  your  profit  on  coal.  The  profits  you  have 
made  on  coal  go  from  the  wholesaler  to  the  retailer, 
and  then  from  the  retailer  to  the  consumer,  who  may 
not  have  bought  coal,  but  who  may  have  bought 
bread  and  bacon? — The  profits  on  coal  are  different 
from  the  shipping,  because  coal  is  supplied  solely 
to  the  retail  Co-operative  Societies  by  the  wholesale 
societies  for  sale  to  their  members,  and  consequently 
any  profit  arising  is  passed  on  to  the  retail  societies 
and  in  turn  to  the  indiviA’jal  member  who  has  bought 
the  coal.  He  gets  his  divided  on  his  coal  purchases. 

18.740.  As  regards  bacon,  for  instance,  you  are 
very  large  purchasers  of  bacon  in  Chicago? — Yes, 
we  have  a large  bacon  trade. 

18.741.  Have  the  prices  of  bacon  bought  in  Chicago 
been  the  prices  fixed  by  the  Ministry? — I could  not 
say. 

18.742.  Hoes  the  Ministry  fix  the  price  at  which  you 
are  entitled  to  buy? — I do  not  know  whether  it  fixed 
the  price  we  are  entitled  to  buy  at  in  America;  I 
should  think  not,  because  the  returns  show  that  a 
purchase  is  made  at  one  price  one  day  and  at  another 
price  another  day  in  accordance  with  the  market. 

18.743.  But  did  not  the  Ministry  fix  the  price  at 
which  merchants  and  producers  are  entitled  to  buy 
bacon? — I do  not  think  so. 

18.744.  Then  as  regards  the  sale  of  bacon,  the 
Ministry  fixes  the  price  at  which  you  have  to  sell 
your  bacon? — Yes. 

18.745.  And  you  do  not  sell  it  below  that  price? — 
I think  not. 

18.746.  So  that  on  that  bacon  you  make  a very 
considerable  profit? — We  only  make  our  ordinary 
profit. 

18.747.  I am  not  emphasizing  the  profit;  but  yon 
cannot  help  yourself? — We  do  not  make  profit  in  the 
qrdinary  sense:  we  make  a surplus. 


18.748.  On  that  you  will  not  pay  any  Income  Tax. 
but  there,  like  the  other  matters  that  you  have 
spoken  of,  the  benefit  goes  from  the  wholesale  to  the 
rotail  and  from  the  retail  you  relieve  the  purchasers? 
— Yes,  but  it  is  not  taxable  profit. 

18.749.  Now  a question  in  reference  to  the  outside 
trade  which  you  do,  for  instance,  with  a farmer. 
Farmers  are  very  large  buyers  of  the  Co-operative 
Societies  for  seeds  and  manures,  because  they  know 
they  get  the  very  best  article.  On  that  they  get 
their  return,  which  is  a very  considerable  return, 
whether  you  call  it  dividend  or  return  or  discount? 
— We  do  not  sell  to  farmers  direct,  but  only  to  their 
registered  societies. 

18.750.  I know;  but  does  a farmer  getting  this 
return  pay  any  Income  Tax  on  that? — (Mr.  Cooper): 
No. 

18.751.  Why  not? — It  is  looked  upon  as  though  it 
had  been  a private  trader  who  had  allowed  him  a 
cash  discount.  It  is  on  a par  with  that. 

18.752.  For  instance,  in  making  up  his  accounts 
for  the  Income  Tax,  where  a farmer  keeps  accounts 
he  would  charge  the  purchases  that  he  made  from  you 
at  the  invoice  cost  to  him,  would  he  not? — Yes, 
if  he  did  that. 

18.753.  When  he  gets  these  dividends  returned 
from  you  free  of  Income  Tax  does  he  not  in  that  way 
get  a considerable  return  upon  which  he  does  not  pay 
Income  Tax,  which  really  ought  to  be  collected  from 
him,  and  not  only  from  the  farmer  but  the  traders 
that  you  supply  with  bacon  and  various  other  things; 
they  all  get  a very  considerable  return? — No.  I 
should  say  that  the  farmer  is  paying  more  Income  Tax 
on  the  accounts,  because  if  he  were  to  go  to  a trader 
and  buy  a sack  of  bran  for  a sovereign,  he  would 
charge  that  through  his  accdftnts  as  a sovereign.  If 
he  goes  to  the  store  and  buys  it  for  a sovereign  less 
his  dividend,  it  is  charged  at  18s  ; therefore  the 
farmer  is  going  to  prove  that  he  is  making  2s.  profit 
by  trading  at  the  store  as  against  trading  with  a 
private  trader. 

18.754.  Yes,  but  he  does  not  get  the  2s.  at  once. 
You  send  him  a debit  note  for  £1,  and  the  2s.  comes 
in  later? — Yes. 

18.755.  Then  what  is  to  prevent  him  not  crediting 
that  to  his  account  and  so  getting  a very  considerable 
amount  free  of  Income  TaxP — If  I were  in  the  farmer’s 
place  I should  charge  it  up  at  the  sovereign  and  not 
at  the  reduced  price,  so  far  as  it  affects  my  mutual 
trading  as  a member. 

18.756.  I rather  think  there  is  a great  opening 
there  for  money  paid  free  of  Income  Tax  not  being 
included  in  the  Income  Tax  return  P-  In  opposition 
to  that,  could  we  not  look  back  and  say  the  same  of 
the  ordinary  individual — that  he  is  evading  tax  on 
the  same  lines.  He  goes  to  a friend  for  a suit  of 
clothes.  This  friend  says:  “I  will  sell  you  this  suit 
of  clothes  for  £8;  I should  charge  someone  else  £10.” 
The  trader  is  avoiding  showing  a profit  by  allowing 
his  friend  £2.  The  purchaser  is  evading  showing  it 
too.  Now  he  is  getting  a benefit.  In  the  same  sense 
I think  that  one  can  be  set  against  the  other  very 
considerably. 

18.757.  Mr.  Brace  : Professor  Pigou  has  very  largely 
put  the  questions  that  I intended  putting,  blit  there 
are  just  one  or  two  I should  like  to  put  to  you.  Is 
not  the  surplus  which  is  used  to  pay  the  dividends 
made  up  of  money  which  has  been  overpaid  by  the 
members  of  your  society? — Yes,  that  is  so. 

18.758.  That  being  so,  if  you  could  calculate  with 
certainty  the  fluctuations  of  the  market  there  is  no 
reason  why  you  could  not  carry  on  your  business, 
selling  at  cost  and  having  no  dividend  to  pay  to  your 
members  at  all? — That  is  so. 

18.759.  The  point  I want  to  put  to  you  is  this.  If 
this  Commission  recommended,  and  the  Government 
accepted,  a system  of  taxing  Co-operative  Societies, 
and  you  adopted  the  method  of  business  of  selling  at 
cost,  then  the  Exchequer  would  be  in  exactly  the  same 
position  as  it  is  to-day  so  far  as  Co-operative  Societies 
are  concerned? — Yes. 

18.760.  Reduced  down  to  the  bottom,  is  there  more 
in  it  than  this  point,  that  the  paying  of  dividend  is 
on  instrument  for  the  encouragement  of  thrift  among 
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the  working-classes  ? Is  there  more  in  it  than  that  ? 

No,  it  comes  to  that.  That  is  the  basis  of  the  co- 
operative system  of  trading. 

18.761.  Therefore  to  alter  your  system  of  trade  by 
the  abolition  of  the  payment  of  dividends  from  your 
surplus  would  simply  result,  not  in  any  advantage  to 
the  Exchequer,  but  in  taking  away  aD  inducement 
which  now  exists  for  encouraging  members  of  the 
working  classes  to  save? — Yes,  that  is  so. 

18.762.  Sir  T.  Whittaker : I think  we  have 

got  a little  confused,  because  we  do  not  keep  our 
minds  clear  on  the  distinct  issues  I suggest  to  you 
that  there  are  three  separate  points.  The  first  is, 
whether  your  societies  are  in  reality  mutual,  and  con- 
sequently on  their  mutual  trading  do  not  make  a 
profit ; then,  that  on  the  outside  profit  that  you  make 
you  ought,  theoretically,  to  be  taxed,  but  you  are 
exempt  simply  because  in  the  past  they  have  been  so 
small  and  the  majority  of  your  members  were  non- 
taxpayers,  so  that  it  was  not  worth  while.  That  is  an 
entirely  distinct  point  from  the  mutual  point?  Yes. 

18.763.  Then  the  third  point,  which  should  be  kept 
clear,  and  which  is  the  only  one  that  Has  a bearing 
upon  large  amounts  and  large  figures,  is  whether  you 
ought  not  to  be  taxed  in  some  form  or  other.  They 
are  separate  points,  are  they  not? — Yes. 

18.764.  And  unless  we  keep  them  clear  we  get  into 

confusion?— With  respect  to  non-members’  trade,  we 
may  say  that  we  discourage  that  as  much  as  ever  we 
can.  , 

18.765.  We  shall  get  into  confusion  again.  I have 
not  put  any  question  to  you  as  to  whether  you  dis- 
courage it  or  not,  and  that  is  where  we  get  into  con- 
fusion from  one  point  to  another.  Wili  you  kindly 
keep  to  the  points  T put  to  you? — Yes. 

18.766.  I understand  you  are  agreed  that  any  profit 
arising  from  outside  trading  with  non-members  should 
theoretically  be  taxed  ? — Yes. 

18.767.  And  the  reason  why  it  is  not,  is  that  it  is 
comparatively  trivial  in  amount  and  that  the  enor- 
mous majority  of  your  members  are  not  Income  Tax 
payers,  or  were  not  until  this  last  year  or  two? — Yes. 

18.768.  That  was  really  the  reason?— Yes,  and,  of 
course,  the  exemption  under  Schedules  C and  D. 

18.769.  When  it  is  suggested  that  the  administra- 
tive difficulties  which  would  result  from  taxing  you  do 
not  affect  the  societies,  is  not  that  overlooking  alto- 
gether the  fact  that  if  you  were  taxed  you  would  have 
to  allocate  the  proportion  of  the  tax  to  each  member, 
and  then  each  member  would  have  to  claim  it  back? — 
Yes. 

18.770.  Therefore  it  is  not  only  an  administrative 
difficulty  confined  to  the  Inland  Revenue ; it  would 
cast  an  enormous  burden  on  you? — That  would  be  so. 

18.771.  Without  any  advantageous  result  to  any- 
body?  Yes.  The  point  with  us  is  the  amount  of 

deduction.  If  we  made  £1,000  a year  profit  on  non- 
members’ trade,  and  we  paid  tax  upon  it.  we  could 
not  deduct  the  tax  at  6s.  in  the  £ from  £5.000’ s worth 
of  taxable  income  to  our  members.  Then,  if  we 
were  to  deduct  any  specific  proportion,  we  should 
come  up  against  the  difficulty  of  the  member  reclaim- 
ing because  he  ought  not  to  pay  at  the  full  rate. 

18.772.  That  is  to  say,  it  is  ‘not  the  fact  that  the 
administrative  difficulties  would  not  affect  the 
societies?  They  would  affect  the  societies  very  much 
indeed? — Yes. 

18.773.  A great  deal  has  been  said  about  this 
surplus — that  it  is  on  the  average,  and  that  really 
the  member  does  not  get  back  precisely  the  surplus 
on  his  own  particular  purchases.  He  gets  it  on  the 
average? — That  is  so. 

18.774.  Does  that  fact  alter  the  nature  of  the 
principle  in  the  slightest  degree?  Is  it  not  a return 
of  surplus  all  the  same? — Most  certainly  it  is  the 
same  thing. 

18.775.  It  does  not  make  it  a profit?- -No. 

18.776.  Because  the  members  amongst  'themselves 
prefer  a return,  as  a matter  of  convenience,  on  the 
average,  rather  than  a distinct  allocation  on  the  par- 
ticular items,  it  does  not  alter  the  fact  that  it  is  a 
surplus,  and  not  a profit? — No. 

18.777.  Then,  with  regard  to  the  reserve  fund,  the 
reserve  fund  is  part  of  the  surplus? — Yes. 


18.778.  If  the  surplus  be  but  the  return  of  the 
excess  price  charged,  and  therefore  not  a profit,  the 
surplus  retained  as  a reserve  fund  is  exactly  the 
same  in  principle? — Yes. 

18.779.  And  not  a profit?— And  not  a profit. 

18.780.  That  is  to  say,  if  it  is  not  a profit  when 
distributed  it  cannot  be  a profit  simply  because  it 
is  retained? — That  is  our  idea  of  it. 

18.781.  It  must  obviously  be  so,  must  it  not? — 
Quite. 

18.782.  With  regard  to  this  mutual  phase,  I think 
your  societies  originally  started,  or  we  can  suppose 
they  did  (and  I think  they  did),  in  a very  small  way 

a few  persons  meeting  together  to  buy,  say,  a 

che6t  of  tea,  or  one  or  two  things  of  that  kind,  and 
distributing  them  amongst  themselves.  Everybody 
would  admit  that  that  is  mutual  trading?— Yes. 

18.783.  And  not  making  a profit? — No. 

18.784.  When  this  arrangement  became  so  extensive 
that  you  had  large  undertakings,  have  you  heard 
anybody  suggest  at  what  point  and  at  what  period 
it  ceases  to  be  mutual? — No. 

18.785.  You  never  heard  anybody  who  could  sug- 
gest it? — No.  . 

18.786.  Surely  it  is  the  same  in  principle  right 
away  through? — The  same  in  principle. 

18.787.  When  it  is  said  that  you  rely  on  these 
extracts  in  this  Report  for  your  contention,  I would 
suggest  to  you  that  is  not  really  what  you  mean. 
What  really  happened  was  that  the  Report  of  that 
Committee  supported  and  confirmed  your  view?— 
Yes 

18.788.  Your  view  has  not  originated  from  their 
Report? — No. 

18.789.  In  their  Report,  after  hearing  the  whole 
thing,  they  arrived  at  the  conclusion  that  your  view 
and  the  view  of  the  Inland  Revenue  was  the  sound 


one? — Yes. 

18.790.  That  is  rather  a different  way  of  putting  it, 

is  it  not? — Yes,  it  is.  . . 

18.791.  Then  you  come  to  the  wholesale  societies. 
Your  retail  societies  are  made  up  of  members  who 
have  joined  together  for  mutual  supply?— Yes. 

18,792  Those  societies  again  joined  together  for 
mutual  supply  by  the  wholesale  societies?— Yes. 

18.793.  The  principle  is  surely  precisely  the  same 
for  the  wholesale  as  for  the  retail?— Yes. 

18.794.  And  if  one  is  mutual  the  other  must  be?— 
That  is  our  contention. 

18.795.  It  has  been  suggested  that  you  get  som0 

advantage  in  regard  to  being  sued  as  a society. 
Supposing  the  members  could  be  sued  as  individual 
members  for  anything  that  had  been  done  by  the 
society,  the  society  would  stand  by  the  individual 
member? — Yes.  , 

18.796.  There  is  no  advantage  m it?— No  advan- 
tage. . 0 

18.797.  Except  a little  personal  inconvenience.-^— 

That,  is  so.  But  the  Acts  were  so  framed  as  to  give 
us  a legal  entity  for  being  claimed  against,  and  to 
make  us  a corporate  body,  for  the  benefit  of  those 
having  a claim  against  us.  , 

18.798.  It  was  suggested  to  you  that,  if  a limited 
liability  company  paid  tax  under  Schedules  A and 
B,  and  every  one  of  the  shareholders  was  not  liable 
to’  tax,  they  could  not  get  that  tax  back.  I suggest 
to  you  they  could? — Yes. 

18.799.  i suggest  that,  if  a shareholder  was  not 
liable  to  tax,  and  the  company  in  which  he  was  a 
shareholder  had  paid  under  Schedules  A and  B.  hr- 
oould  recover  that  tax? — Yes. 

18.800.  Mr.  May:  That  has  actually  happened. 

18  801  Sir  T.  Whittaker : There  is  no  doubt 

about  it;  it  is  the  law.  (To  Witness)  : Then,  with 
regard  to  this  trade  in  by-products.  If  you  buy 
an  animal,  of  which  you  require  the  greater  part  for 
your  members,  and  you  have  to  buy  the  whole  animal 
in  order  to  get  that  part,  and  you  sell  off  the  portions 
which  you  do  not  require,  I suggest  to  you  it  cannot 
be  said  that  you  are  making  a profit.  You  are  simply 
reducing  the  price  of  the  animal,  and  the  balance 
that  remains  is  the  cost  price  of  the  portion  that  you 
require? — Yes,  that  is  our  idea. 

18.802.  It  is  your  idea?— Yes. 

18.803.  It  is  not  a question  of  making  a profitr- 

No. 
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18.804.  Your  aim  is  to  make  the  whole  community 
co-operators? — Yes,  that  would  be  the  outcome  of 
our  co-operative  trading. 

18.805.  It  is  perfectly  clear,  as  has  been  suggested 
to  you,  that  if  that  ideal  came  about,  some  method 
other  than  the  present  one  of  raising  revenue  would 
have  to  be  devised? — Yes. 

18.806.  That  is,  you  could  not  look  to  escape  from 
taxation  ? — Certainly. 

18.807.  The  truth  is,  you  would  have  to  bear  the 
whole  of  the  taxation  then? — Yes,  but  when  we  get 
to  that  state  of  things  the  co-operative  movement 
would  be  the  State.  We  should  have  a co-operative 
commonwealth,  purely  and  simply,  and  nothing  more. 

18.808.  Just  so,  but  you  as  individuals  would  have 
to  bear  your  share  of  the  taxation  of  the  community  ? 

18.809.  I have  been  putting  these  points  to  you  up 
to  now,  from  the  point  of  view  of  the  bearing  of  the 
present  law;  that  is,  that  under  the  law  as  it  now 
stands,  apart  from  the  special  legislation  for  you, 
under  the  principles  of  the  Income  Tax  and  the 
policy  of  working  it,  the  practice  of  the  Inland 
Revenue  has  been  the  right  one — it  is  no  use  attempt- 
ing to  tax  you ; and  that  as  members  of  mutual 
societies  you  are  not  liable  on  the  profits  of  your 
mutual  trading,  and  that  the  other  profit  from  out- 
side trading  was  so  small  as  not  to  be  worth  levying, 
=vhen,  if  it  were  levied,  it  would  have  to  be  returned. 
That  was  all  right  when  your  trading  was  com- 
paratively small,  and  when  the  tax  was  compara- 
tively small,  and  when  the  financial  condition  of  the 
country  was  very  different  from  what  it  is  to-day. 
But  as  your  trading  becomes  large  and  a very  im- 
portant part  of  the  trading  of  the  country,  and  as 
the  financial  needs  of  the  country  have  become  very 
great,  I ask  you  if  your  members  are  beginning  to 
recognize  that,  although  under  the  present  system 
and  on  the  present  principles  jrou  have  been  justly 
and  fairly  dealt  with,  the  time  is  coming  when  some 
revenue  will  have  to  be  derived  from  you? — If  co- 
operators  were  going  to  be  taxed  on  savings,  then 
we  should  have  to  agree  that  the  same  would  apply 
to  non-co-operators.  By  taxing  co-operators  on  their 
mutual  trading,  you  would  simply  be  taxing  savings. 
Income  Tax  is  a tax  on  income,  but  if  we  require 
more  than  a tax  on  income,  then  we  must  commence 
to  tax  savings,  not  only  in  the  co-operative  move- 
ment, but  in  the  hands  of  other  people  also. 

18.810.  I quite  agree  it  would  not  have  to  apply  to 
co-operators  only,  but  it  may  be  that  the  basis  on 
which  we  have  levied  this  particular  tax  has  now 
not  become  wide  enough  to  cover  the  national  need? 
— Yes. 

18.811.  xlnd  as,  if  the  whole  country  became  co- 
operative, you  realize  that  you  would  have  to  find 
the  whole  revenue,  it  follows  from  that,  does  it  not, 
that  as  you  increase  in  your  trade  and  become  a 
larger  proportion  of  the  trade  of  the  country,  the 
time  must  come  when  you  will  have  to  bear  some 
portion  of  the  taxation  of  the  country? — We  should 
still  have  income  in  the  co-operative  movement,  but 
we  should  have  done  away  with  trading  profits.  But 
trading  profit  does  not  constitute  the  whole  of  the 
income  of  this  country.  It  is  a supplement  in  most 
cases  to  an  income  that  is  earned.  When  you  come 
to  look  at  the  trading  companies,  you  find  that  most 
of  them  have  members  or  shareholders  investing  their 
savings.  Now  that  is  an  addition  to  their  income. 
We  should  still  have  income,  but  we  should  have  it 
more  levelled  than  probably  it  is  now. 

18.812.  There  would  not  be  much  left? — We  should 
pay  them  for  their  services,  I mean.  Every  worker' 
in  the  State  would  be  an  employee  of  the  co-operative  , 
movement;  that  would  follow  from  us  having  all  the 
trade.  We  should  pay  them  their  earnings,  and 
they  would  be  assessed  upon  them.  But  before  then 
we  may  have  one  or  two  more  Income  Tax  Commis- 
sions, and  I think  it  is  safe  to  suggest  that  there 
would  have  to  be  one,  when  that  came  about.  But 
when  we  come  to  that  state  of  things,  it  would  be 
quite  simple  for  the  co-operative  movement  to  say 
that  we  will  have  a tax  on  the  value  of  your  house 


for  State  purposes — not  for  local  purposes,  but  for 
State  purposes — and  in  that  way  they  may  find  the 
revenue  for  the  country. 

18.813.  But  the  bulk  of  the  Income  Tax  comes 
from  Schedule  D? — Yes. 

18.814.  Which,  broadly  speaking,  represents  trad- 
ing?— Yes,  and  salaries,  sometimes. 

18.815.  Not  salaries  so  much.  It  represents, 
broadly  speaking,  trading? — Yes,  and  that  is  income 
to  the  recipient. 

18.816.  It  represents  trading,  and  if  the  trading 
develops  in  such  a way  through  Co-operative  So- 
cieties, and  under  the  present  law  escapes  taxation, 
shall  we  not  so  undermine  an  important  source  of 
revenue  as  to  render  it  necessary  for  some  re-arrange- 
ment to  be  made  by  which  we  also  get  a tax  from 
trading — yours,  which  now  escapes? — I think  there 
would  be  a levelling  up  if  we  were  to  oome  to  that 
state  of  things,  because  when  we  have  done  and  said 
all,  the  profit  arising  out  of  trade  assessable  under 
Schedule  D,  is  income  to  someone.  Now  it  is  assessed 
on  the  income,  and  if  the  co-operative  movement 
did  all  the  trade,  it  may  be  possible  that  we  would 
increase  the  salaries  in  the  co-operative  movement 
as  against  the  present  time,  and  therefore  increase 
income 

18.817.  On  the  view  that  your  societies  seem  to 
express  with  regard  to  raising  the  limit  of  exemp- 
tion and  the  lowering  of  the  big  incomes  which  would 
result  from  trading  being  done  through  Co-operative 
Societies,  would  not  that  so  deplete  the  Income  Tax 
receipts  as  to  render  them  altogether  insufficient? — 
Our  case  is  that  our  surplus  arising  out  of  trade 
is  not  a taxable  profit;  and  all  we  wish  to  put  forward 
is  that  we  think  this  surplus  should  not  be  taxed. 
Now  we  do  not  wish  to  offer  suggestions  to  the  Corn- 
mi  sson  as  to  how  they  are  to  find  the  revenue  when 
we  have  stated  our  points. 

18.818.  I was  merely  going  to  remark  that  you  are 
like  everybody  else  who  has  come  before  the  Com- 
mission : they  all  come  to  plead  that  they  should  be 
exempt,  but  when  we  ask  them  to  suggest  where  the 
money  is  to  be  got,  they  are  very  unwilling  to  help 
us ; but  it  must  be  clear  to  you  that  in  the  present 
financial  condition  of  the  country  it  would  be  very 
difficult  indeed  to  leave  a large  proportion  of  this 
trading,  for  which  the  mechanism  of  the  State  exists 
— it  is  protected  by  the  State — without  asking  it  to 
make  some  considerable  contribution  to  the  Revenue? 
— We  do  not  come  to  you  to  plead  that  we  do  not 
wish  to  pay  any  tax,  but  we  come  here  to  plead  that 
we  should  pay  tax  on  an  equality  with  other  people ; 
and  that  is  on  the  basis  of  our  income.  That  is  the 
real  sum  and  substance  of  our  arguments — that  it 
is  income  that  we  want  taxed,  in  accordance  with  the 
Income  Tax  laws,  but  not  a special  tax  iipon  co- 
operators  because  they  are  doing  something  upon 
which  other  people  would  pay  tax  if  they  made 
profits. 

18.819.  Mr.  Pretyman : Tn  answer  to  Mr.  Brace, 
vou  said  that  you  would  be  able  to  carry  on  your 
trade  at  absolute  cost,  in  ease  an  Income  Tax  were 
imposed  upon  you? — Yes, 

18.820.  You  said  you  could  sell  at  absolute  cost? — 
Yes. 

18.821.  Do  you  th4nk  that  you  could  in  real  practice 
do  that? — We  could  get  to  it  very  nearly. 

18.822.  If  you  had  to  do  that,  would  it  involve  your 

excluding  entirely  any  trade  with  non-members. 
Yes.  ' . , 

18.823.  You  would  have  to  abolish  entirely  your 
trade  with  non-members? — Yes. 

18.824.  How  would  that  affect  your  wholesale  so- 
cieties? Would  it  be  possible  to  carry  on  your  whole- 
sale work,  and  the  sale  of  necessary  by-products,  and 
shipping,  and  so  on?  I thought  I understood  you 
say  just  now  that  the  shipping,  particularly,  vou 
could  not  carry  on  without  non-members. 
Goodwin) : In  regard  to  by-products,  I may  say  that 
that  is  a trade  which  is  gradually  getting  into  the 
co-operative  movement.  As  the  movement  extends.  i 
is  found  there  is  a greater  demand  for  bv-pro due  s 
than  in  years  past.  Consequently  those  by-product 
are  getting  more  and  more  into  members  trat 
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rather  than  non-members,  but  there  may  possibly 
be  a certain  amount  which  we  cannot  dispose  of  in  the 
movement. 

18.825.  You  gave  in  evidence  just  now  that  m 
your  shipping  trade,  in  export  business,  for  instance, 
you  had  mainly  to  rely  on  non-members  as  customers? 
—Yes. 

18.826.  Then  I put  it  to  you  that  in  many  ways 
it  would  be  practically  impossible  for  you  to  expand, 
as  you  are  doing,  if  you  limited  your  trade  wholly 
and  entirely  to  members? — In  regard  to  the  shipping. 

18  827.  Would  it  not  hamper  you,  not  only  there, 
but  m many  directions,  particularly  in  your  whole- 
sale trade? — In  regard  to  the  shipping,  we  should 
probably  have  to  meet  the  circumstances  of  the  time. 
For  instance,  international  co-operative  trading  is 
growing,  and  we  shall  have  eventually  not  only  in- 
ward cargo  but  outward  cargo  for  our  own  business. 

18.828.  In  the  end? — Yes. 

18.829.  And  when  you  have  done  that,  you  will 
start  something  else,  will  you  not? — Probably. 

18.830.  Your  ambition,  and  a very  wise  and  proper 
ambition,  is  to  extend  the  movement  in  which  you 
believe? — Yes;  to  give  the  benefits  of  the  movement 
to  ail. 

18.831.  If  you  are  going  to  extend  it,  is  not  one 
of  the  most  hopeful  methods  of  extending  it  to 
bring  non-members  in,  in  the  hope  that  they  will 
subsequently  become  members? — Yes,  that  is  what  is 
very  often  done.  Non-members,  by  a little  experience 
of  trading  as  non-members,  become  members. 

18.832.  Then  if  you  were  to  attempt  to  deal  with 
everyone  at  absolute  cost,  you  would  obviously  have 
to  exclude  non-members  entirely,  would  you  not? — 
(Mr.  Cooper) : Yes.  We  should  do  that,  doubtless, 
hecause  the  non-member  would  be  coming  and  getting 
a big  advantage  over  the  member. 

18.833.  We  know  the  reason ; that  has  already  been 
set  out.  I want  to  save  time.  I only  put  it  to  you 
as  a fact  that  you  could  not,  as  wholesale  traders 
particularly,  sell* at  cost  without  absolutely  excluding 
non-members  from  all  transactions? — (Mr.  Goodwin ): 
Only  by  giving  non-membei’s  the  same  benefits  as 
members 

18.834.  Then  everybody  would  come  to  you? — Yes 

18.835.  You  could  not  carry  on;  the  thing  is 
obviously  impossible,  is  it  not?  Then  I think  I am 
rather  driven  to  the  conclusion  that  your  answer  to 
Mr.  Brace  was  not  very  well  considered — that  you 
could  deal  at  cost.  I do  not  think  you  could  in 
practice ; there  are  other  reasons  why  you  could  not  ? 
— (Mr.  Cooper) : I was  speaking  from  the  distri- 
butive societies’  point  of  view,  and  we  can  do  it. 

18.836.  Is  it  not  absolutely  necessary,  in  any  well 
conducted  business,  for  security,  to  have  reserves? — - 
Yes. 

18.837.  Can  any  business  be  carried  oh  in  these 
days  at  cost? — We  have  to  look  on  ourselves  as 
different  to  ordinary  traders.  If  we  traded  with 
our  own  members  and  made  no  surplus  we  should 
simply  go  to  our  members  and  say  we  wanted  more 
capital.  We  should  not  reduce  our  assets  in  that 
way.  We  should  say : “we  want  more  capital  : you 
must  find  it,  or  otherwise  we  cannot  carry  on.” 

18.838.  Would  not  that  greatly  increase  your  diffi- 
culties? Would  it  not  be  much  better  and  more 
business-like  to  have  a surplus  out  of  your  profits, 
if  I may  use  the  expression?  There  are  profits; 
there  is  no  question  that  the  pui'chase  of  an  article 
at  one  price,  and  the  sale  of  it  at  another,  is  a 
profit  in 'itself.  You  do  not  deny  that? — (Mr.  Good- 
win) : For  mutual  trading,  we  do  deny  it. 

18.839.  But  the  purchase  of  an  article  at  one  price, 
and  the  sale  of  it  at  another,  is  a profit? — It  is  a 
surplus. 

18.840.  In  itself,  it  is  a profit.  It  ceases  to  be 
technically  a profit  when  it  is  mutual  trading.  Th°t 
is  your  point? — (Mr.  Cooper)  : Ye'S. 

18.841.  I am  not  trying  to  corner  you.  I say  the 
sale  of  an  article  at  one  price,  and  the  purchase  of  it 
at  a lower  one,  involves  a profit ; and  technically  in 
mutual  trading  you  claim  that  that  is  not  a taxable 
profit,  but  it  is  a surplus? — That  is  so. 

18.842.  But  for  the  purposes  of  a reserve,  it  may 
be  applied  exactly  in  the.  same  way  as  a trading 
profit  which  is  taxable,  and  the  same  business 


principles  absolutely  apply  to  the  carrying  on  of  a 
co-operative  business  as  to  an  ordinary  trading 
business  or  limited  company  ? You  would  not  deny 
that? — But  the  objects  are  different. 

18.843.  The  objects  may  be  different,  but  the  method 
of  carrying  on  the  business  in  the  matter  of  reserves, 
and  in  the  matter  of  capital,  and  in  the  matter  of 
the  whole  of  the  business,  is  absolutely  identical,  is  it 
not? — Yes. 

18.844.  The  only  difference  is  in  the  application  of 
the  surplus  when  it  has  arisen? — Yes. 

18.845.  And  the  purposes  for  which  you  use  it? — 
Yes. 

18.846.  But  the  principles  of  the  business  are  the 
=ame ; and  one  of  the  principles  is  that  it  is  desirable, 
cut  of  your  profits,  tc  maintain  a reserve.  You 
would  have  to  surrender  that,  if  you  were  to  sell  at 
cost  ?— Yes. 

18.847.  Therefore,  I,  for  one,  am  driven  to  the  con- 
clusion that  you  could  not,  as  a matter  of  actual 
practice,  sell  at  cost,  or  anything  near  it? — We 
could  do  so,  but  we  are  not  pushing  the  point  that  we 
wish  to  do  so.  We  wish  to  carry  on  as  we  are,  in 
so  far  as  we  can  make  it  quite  clear  that  our  surplus 
is  not  taxable,  whether  retained  as  reserve  or  dis- 
tributed. 

18.848.  Then  you  claim  that  your  surplus  is  not 
profit,  but  that  it  is  a surplus  on  mutual  trading? — 
Yes. 

18.849.  You  claim  that  it  covers  reserves  just  as 
much  as  the  bonuses  which  are  returned? — Yes. 

18.850.  And  that  it  is  the  same  in  principle  right 
through,  and  that  it  covers  also  the  wholesale 
societies  ? — Yes. 

18.851.  That  is  a matter  of  principle  which  would 
affect  all  trading  carried  on  as  you  carry  on  yours — 
mutually? — Yes. 

18.852.  At  present  the  Income  Tax  is  a very  large 
factor  indeed  in  financial  business,  is  it  not? — Yes. 

18.853.  A most  vital  factor? — Yes.  (Mr.  Good- 

win) : The  Income  Tax  is  not  a tax  on  the  business 
really;  it  is  a tax  on  the  individual  income. 

18.854.  Theoretically,  but  as  the  business  is  equally 
theoretically  carried  on  by  the  individuals,  it  comes 
to  the  same  thing.  Whether  the  income  arises  from 
business  carried  on  by  the  individual  or  by  a com- 
pany, it  makes  no  difference.  “ You  take  my  life, 
when  you  do  take  the  means  whereby  I live  ” ; and 
the  business  lives  by  the  support  of  its  members. 
If  this  is  a principle,  as  you  contend  it  is,  it 
would  apply  to  all  businesses  carried  on  mutually?-  - 
Yes. 

18.855.  On  the  same  principle,  profits  in  a limited 
company  ought  to  be  exempt  from  tax  to  the  extent 
that  it  carries  on  business  with  its  own  shareholders? 
— (Mr.  Cooper) : If  it  could  be  proved  that  the 
majority  of  the  profits  were  made  from  trading  with 
its  own  shareholders. 

18.856.  What  has  the  majority  got  to  do  with  it? 
In  your  case  you  admit  that  the  minority  of  your 
profits  is  gained  by  trading  with  outsiders  ? — Yes. 

18.857.  And  a very  large  majority  is  gained  by 
trading  amongst  yourselves? — Yes. 

18.858.  In  a limited  company  the  division  might 
or  might  not  be  the  other  way.  One  limited  company 
might  have  an  enormous  number  of  shareholders, 
and  might  do  the  majority  of  its  business  with  its 
shareholders ; another  limited  company  might  be  the 
opposite.  The  principle  is  the  same.  Let  us  take 
your  own  position  of  the  majority.  We  had  it  in 
evidence  yesterday  that  there  are  certain  multiple 
businesses  where  there  are  a very  large  number  of 
small  shareholders,  where  presumably  a large  propor- 
tion of  the  business  would  be  done  with  those  share- 
holders. Do  you  consider  that  they  should  be  exempt, 
in  respect  of  that  mutual  business,  from  Income  Tax? 
— We  would  like  a case  proven  where  there  is  such 
a state  of  things  as  that.  We  will  take  the  Mavpole 
Company.  We  will  say  it  has  got  many  shareholders : 
but  surely  we  are  not  going  to  say  that  the  majoritv 
of  the  customers  in  every  village  where  they  open  a 
shop  are  shareholders. 

18.859.  I am  really  not  questioning  you  on  the 
fact;  I am  questioning  you  on  the  principle.  Take 
vour  case  of  the  Maypole  Companv.  You  say  in  a 
particular  village  the  majority  of  their  customers 
are  not  shareholders,  but  they  could  easily  become 
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so ; and  if  in  that  village  the  majority  of  the  cus- 
tomers were  shareholders,  would  you  say  they  ought 
to  be  exempt  from  tax,  as  you  are? — (Mr.  Goodwin ) : 
No. 

18.860.  Why? — If  these  multiple  shops  are  really 
co-operative  in  character,  if  the  members’  capital  is 
limited  to  the  £200,  if  the  interest  on  their  shares 
is  limited,  if  the  members  have  the  control  of  the 
business  in  a democratic  way  in  the  same  way  as  in 
the  case  of  Co-operative  Societies,  if  they  can  remove 
their  directors,  and  so  on,  they  will  probably  then 
be  entitled  to  the  same  benefits  as  a Co-operative 
Society.  But  if  the  great  bulk  of  the  capital  is  held 
by  a few  shareholders,  and  if  the  management  is  in 
their  hands,  if  the  members  cannot  move  them,  then 
I say  that  the  limited  company  is  their  proper  sphere, 
and  they  have  no  connection  at  all  with  the  principle 
of  co-operation. 

18.861.  But  you  are  rather  going  away  now  from 
the  principle  that  no  surplus  on  mutual  trading  :s 
profit.  You  are  going  now  into  other  considerations 
— that  if  they  assimilate  themselves  entirely  and  be- 
come Co-operative  Societies  they  would  escape  under 
the  present  law.  We  all  know  that;  hut  you  have 
claimed  that  all  mutual  trading  by  members  of  one 
association  is  not  taxable  profit.  I will  not  press 
you  any  further ; I have  got  my  answer ; I do  not 
want  to  argue  it  with  you.  There  is  the  one  further 
small  point:  you  were  asking  about  the  farming  co- 
operative associations,  and  about  sums  which  were 
returned  to  a farmer  purchaser,  and  you  said  that 
would  he  similar  to  a discount? — (Mr.  Cooper ):  Yes. 

18.862.  I suppose  you  are  aware  that,  when  a 
farmer  makes  up  his  return  for  Income  Tax,  on  his 
debit  side  he  puts  down  the  price  he  paid  for  any 
article  ? — Yes. 

18.863.  If  he  received  a discount,  he  would  have  to 
put  down  the  price  less  the  discount? — Yes. 

18.864.  He  would  not  do  the  same  in  the  case  that 
you  refer  to? — Not  in  the  Co-operative  Society,  no. 

18.865.  Then  there  is  a clear  difference? — Yes;  in 
the  Co-operative  Society  he  would  put  in  his  bills, 
hut,  of  course,  it  would  accumulate  to  him  in  his 
share  account  in  that  sense.  But  in  trading  with 
many  farmers  in  the  co-operative  movement  they 
simply  allow  them  their  discount  straight  away, 
rather  than  for  them  to  appear  in  the  profits  at  the 
end. 

18.866.  Then  that  is  exactly  similar  to  ordinary 
trading? — Yes. 

18.867.  That  you  merely  sell  at  a lower  price  be- 
cause he  is  a member  of  a Co-operative  Society? — 
Yes. 

18.868.  That  is  perfectly  legitimate;  that  is  exactly 
the  same  as  an  ordinary  trader;  but  the  point  is, 
that  where  a farmer  receives,  not  as  a direct  and 
immediate  discount,  but  as  part  of  what  you  call 
surplus,  and  what  traders  call  profit,  he  receives, 
separately  from  his  actual  purchase,  a certain  sum 
from  the  society  proportionate  to  what  he  has  bought : 
Ae  does  not  bring  that  in  as  a credit  in  his  accounts 5 
— No. 

18.869.  The  contention  that  I think  Sir  John  Har- 
mood-Banner  put  to  you  was  that  he  ought  to  do 
so,  and  your  answer  was  that  it  was  only  a discount? 
—It  would  he  a point  left  with  the  farmer  to  decide 
now  he  would  deal  with  it.  I could  not  state  here 
a general  rule  that  would  apply  to  every  farmer. 

18.870.  Surely  the  Income  Tax  payer  does  not  enter 
any  sum  as  liable  to  Income  Tax  unless  by  law  he 
must  do  so.  You  are  not  so  quixotic  as  to  suggest 
that  he  does  that  unless  the  law  obliges  him  to  do 
so?— -I  would  not  like  to  go  into  the  details  of  the 
making  up  of  accounts  for  Income  Tax,  because  one 
man’s  honour  may  allow  him  to  do  one  thing,  and 
another  man’s  honour  allow  him  to  do  another. 

18.871.  Mrs.  Knowles:  Would  it  not  he  true  that 
if  Co-operative  Societies  did  not  exist  the  things 
could  he  bought  at  other  shops,  and  your  £200.000.000 
of  sales  would  go  to  enrich  other  traders  and  would 
hear  Income  Tax? — Yes. 

18.872.  Therefore  you  are  preventing  the  State 
getting  what  would  he  its  lawful  due  from  other 
traders  out  of  a profit  of  £200,000,000  by  vour  very 
existence? — The  system  of  co-operative  trading  is  to 
do  away  with  making  a profit  on  trading. 


18.873.  But  that  is  it;  then  the  State  gets  nothing? 
— But  then  the  income  of  the  individual  is  taxed 
Now  if  he  does  not  make  any  profit,  he  has  not  got 
an  inoome  arising  out  of  the  transactions;  therefore 
there  is  no  tax  payable.  Let  me  put  a case.  A feu- 
weeks  ago  a Co-operative  Society  carried  out  a big 
contract  for  a corporation.  It  did  not  make  a far- 
thing profit  on  the  transaction,  hut  it  saved  the  rate- 
payers of  that  city  £500,  which  was  equal  almost  to  a 
penny  rate.  If  that  £500  had  gone  to  a company 
they  would  have  paid  on  £500  at  6s.  But  why  should 
that  town  be  taxed  with  £500  in  order  to  allow 
someone  whose  income  has  been  increased,  to  hand 
over  to  the  Government  a 6s.  out  of  every  pound? 
We  say,  as  members  of  a society,  we  are  there  to 
benefit  all  our  consumers,  and  everyone  can  come 
and  join  in.  If  we  do  away  with  profit-making, 
we  should  certainly  do  away  with  Income  Tax  and 
income  to  that  extent. 

18.874.  I put  it  to  you  that  you  get  three  advan- 
tages because  you  do  not  pay  Income  Tax.  In  he 
first  place,  you  have  not  got  all  the  administrative 
expense  that  an  ordinary  business  hias  to  bear,  of 
deducting  at  the  source.  You  do  not  have  to  do  that, 
except  on  a small  proportion  of  your  income.  Is  not 
that  so? — We  do  not  make  any  deduction  of  Income 
Tax  whatever. 

18.875.  Therefore  you  have  (not  got  to  keep  the 
clerks  that  an  ordinary  business  has  to  keep  in  order 
to  do  part  of  the  Revenue’s  work  for  it? — We  keep 
a bigger  staff  of  clerks  than  any  other  trading 
organisation. 

18',876.  But  you  do  not  keep  an  extra  staff 
of  clerks  to  do  the  Inland  Revenue  people’s  work?— 
The  method  of  Co-operative  Societies’  work  necessi- 
tates a larger  staff  of.  clerks  than  in  the  case  of  an 
ordinary  trading  company.  . 

18.877.  But  you  do  not  do  any  of  the  Revenue’s 
work.  Under  the  system  of  deduction  at  the  source, 
ordinai-y  businesses  have  to  keep  some  clerk  to  make 
the  deduction  at  the  source.  That  is  one  advantage 
you  get? — I do  not  think  it  goes  to  any  great  extent. 

18.878.  One  advantage  is  that  you  do  not  have  to 
assist  the  Revenue  by  keeping  a staff  which  does  part 
of  the  collection  for  it.  Then,  secondly,  you  do  not 
have  to  calculate  what  a gentleman  spoke  to  us  about 
vesterday.  He  said  that  in  the  drapery  trade  they 
have  to  calculate  Income  Tax  in  making  all  their 
purchases,  and  therefore  that  they  stand  to  lose  (or 
possibly  gain,  but  he  did  not  say  gain)  a great  deal 
if  their  calculation  is  not  right,  that  is.  if  their 
Income  Tax  should  go. up,  and  they  have  paid  on  thQ 
anticipation  of  its  being  level.  You  can  trade  at  a 
great  advantage  beoause  you  have  not  got  to  take 
the  Income  Tax  into  vour  calculations? — We  do  not 
trouble  about  Income  Tax  at  all. 

18.879.  ,You  have  an  enormous  advantage  in 
trading  on  that  account? — Yes,  that  may  appear  so. 

18.880.  Then,  thirdly,  you  have  an  enormous 
advantage  over  other  people,  because  those  people 
have  to  pay  so  much  in  taxation  at  once  that  thev 
must  have  large  overdrafts  at  the  banks  to  pav  off. 
You  do  not  have  to  do  that? — No,  we  do  not  do  it. 

18.881.  Therefore  you  have  got  three  great  advan- 
tages?— We  do  not  agree. 

18.882.  Chairman  : I thinl  c some  of  your  questions, 
Mrs.  Knowles,  would  lead  to  interminable  debate. 

.18.883.  Mrs.  Knowles:  May  I put  one  other  ques- 
tion? You  get  certain  advantages  from  not  paying 
Income  Tax,  besides  not  actually  paying  the  tax 
itself . Then  you  say  that  you  can  easily  make  the 
dividend  vanish,  and  that  therefore  there  would  be 
nothing  to  pay  on  except  reserves? — Yes. 

18.884.  But  is  it  not  true  that  the  bulk  of  your 
purchasers  are  women;  they  do  the  shopping? — Yes. 
thev  make  the  purchases. 

18.885.  Do  you  think  you  would  get  women  to  shop 
at  the  distributive  stores  if  they  did  not  get  a 
dividend? — Well,  I could  not  say. 

18.886.  I mean  psychologically  that  that  money  is 
money  which  the  .woman  handies  and  the  man  does 
not  touch.  That  is  what  attracts  me.  That  is  your 
great  attraction? — We  generally  find  that  a.  woman 
purchasing  is  attracted  by  the  lowest  prices.  Tf  we 
were,  to  do  away  with  dividend,  then  we  should 
certainly  attract  her,  because  we  should  have  no 
profits  and  we  should  have  lower  prices. 
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18  887.  They  complain  bitterly  to  me  of  the  time 
they*  are  kept  waiting,  and  ail  the  disadvantages, 
but  they  say:  “We  get  a dividend ; my  old  man 
don’t  touch  that;  I get  the  boots  out  of  it.”  I have 
been  told  that  heaps  of  times.  It  does  seem  to  me 
that  if  you  do  away  with  dividends  you  would  knock 
the  bottom  out  of  your  credit.  L do  not  think  psycho- 
logically you  could  do  it?— We  do  not  want  to  do  it. 

18.888.  You  say  the  State  would  get  very  little,  as 
there  would  be  very  many  reclaims  on  it ; but  are  you 
quite  sure  about  that— that  there  would  be  a very 
small  proportion  retained? — AVo  think  so.  Taking 
the  normal  family,  say,  of  three,  we  take  it  at  the 
present  exemption  rate  it  would  bo  £270;  that  is 
over  £5  a week.  When  we  get  out  of  the  manu- 
facturing towns,  we  find  that  the  wages  are  not  £5 
a week,,  and  a big  proportion  of  our  members  are  in 
districts  where  the  wages  will  be  less  than  the  taxable 
amount.  Therefore  we  base  our  assumption  on  that, 
that  we  have  a big  percentage  of  members  not  draw- 
ing anything  like  £5  a week. 

18.889.  Chairman:  We  shall  have  some  evidence 
from  the  Inland  Revenue  which  will  probably  satisfy 
you,  Mrs.  Knowles,  on  that. 

18.890.  Mrs.  Knowles : My  point  is  that  the  better- 
class5  artisan  is  the  co-operator,  and  he  has  a pretty 
good  income  now. 

18.891.  Chairman:  We  shall  hear  some  evidence 
from  the  Inland  Revenue  on  that  point. 

18.892.  Mr.  May:  On  thi6  question  of  the  possi- 
bility or  the  practicability  of  selling  at  cost  price, 
you  gave  us  an  instance,  earlier  in  your  evidence, 
where  it  had  actually  been  carried  out  over  a period 
of  years.  I suggest  to  you  that  the  conclusions  ol 
Captain  Pretyman,  which  he  has  put  to  you,  are 
entirely  fallacious,  and  that  it  is  demonstrable  from 
actual  cases,  and  on  the  lines  of  principle  and  theory, 
as  he  would  suggest,  that  you  could  easily  adopt  the 
principle  of  cost  price  in  the  co-operative  movement? 
Yes. 

18.893.  That  that  was,  in  fact,  his  original  inten- 
tion?—Yes.  .,  , 

18.894.  And  that  the  system  of  paying  dividends 
was  simply  adopted,  in  addition,  of  course,  to  the 
inducement  that  it  offered  to  thrift,  as  a more  easy 
method  of  adjusting  accounts  at  the  end  of  the 
balancing  period? — Yes. 

18.895.  I suggest  to  you  that  it  is  quite  practicable 
to  exclude  non-members  and  non-members’  trade? 
Yes,  in  the  distributive  societies. 

18.896.  If  co-operators  did  have  that  system,  and 
excluded  non-members,  there  would  be  no  difficulty 
about  getting  customers ; you  would  probably  require 
them  to  pay  a premium  for  permission  to  deal  at  the 
stores? — That  is  so. 

18.897.  Because  of  the  increased  advantages  that 
they  would  get,  direct  and  immediate? — Yes. 

18.898.  Do  you  not  think  that  in  the  case  put  to  you 
by  Captain  Pretyman  with  respect  to  non-members’ 
trade  in  by-products  there  was  considerable  confusion 
of  thought ; that  is  to  say,  that  the  sale  of  by- 
products is  not  the  ordinary  trading  or  the  mam 
business  of  Co-operative  Societies,  any  more  than, 
for  instance,  to  sell  waste  paper  in  my  house  would 
be  the  ordinary  business  of  my  life? — It  is  merely 
incidental. 

18.899.  And  the  use  of  the  term  “ non-members 
trade”  with  respect  to  by-products  is  merely  a con- 
venient method  of  dealing  with  it  in  its  relation  to 
its  assessment  for  Income  Tax? — Yes. 

18.900.  That  it  has  no  real  relation  to  the  main 
use  of  the  term  “ non-members’  trade  ” as  understood 
as  part  of  co-operative  trading? — That  is  so. 

18.901.  Now,  with  reference  to  this  question  of 
non-members  as  customers  for  shipping ; perhaps  Mr. 
Goodwin  will  answer  this  question : Is  it  not  a fact 
that  the  shipping  is  only  carried  on  by  the  wholesale 
society,  and  has  been  considerably  reduced,  partly 
to  avoid  the  necessity  of  seeking  freights  outside  our 
own  co-operative  movement? — (Mr.  Goodwin):  Yes. 

18.902.  And  that,  as  you  said,  it  will  probably  get 
its  true  revival  when  international  co-operative  trad- 
ing relations  are  established? — That  is  so. 

18.903.  Further,  that  at  any  time,  either  now  or 
when  the  shipping  fleet  was  at  its  largest,  the  non- 
members’  trade  was  the  result  solely  of  the  necessity 


of  bringing  back  or  taking  out,  as  the  case  might 
be,  certain  goods,  in  order  that  the  ship  should  not 
go  empty? — That  is  so.  That  is  exactly  the  position. 


18,904.  Again,  that  it  was  comparable,  not  to  an 
ordinary  trading  transaction,  but  it  might  be  put 
in  the  category  of  the  by-products? — Yes,  just  the 


same. 

18.905.  You  probably  learned — I think  you  un- 
doubtedly did — from  some  of  the  questions  that  you 
heard  earlier,  that  there  was  a Daniel  come  to  judg- 
ment yesterday,  who  challenged  the  law  and  the 
prophets  on  this  question  of  what  is  the  nature  of 
the  surplus  made  by  the  Co-operative  Societies ; and 
you  have  even  learned  that  even  the  law  lords  have 
not  escaped  under  that  challenge ; and  the  quotations 
that  you  have  given  scarcely  cover  the  ground  so  far 
as  the  co-operative  position  is  concerned.  I want  a 
clear  answer  from  you  with  regard  to  these  para- 
graphs 12  and  13.  I think  when  the  question  was 
put  to  you  first  you  did  not  clearly  understand  the 
purport  of  it ; I would  like  to  make  sure,  these 
paragraphs  12  and  13  of  your  evidence  are  a state- 
ment of  the  exact  position  of  Co-operative  Societies 
in  relation  to  Income  Tax.  Is  that  so?  (Mr. 
Cooper ):  Yes. 

18.906.  And  they  point  out  that  the  only  difference 
between  private  trading  organisations  and  Co-opera- 
tive Societies  in  this  matter  is  that  the  one  has  the 
tax  collected  at  the  source,  while  the  Co-operative 
Societies  have  the  tax  collected,  so  far  as  it  is  due, 
from  the  individual  members.  Is  that  so?  Yes. 

18.907.  Then  in  that  sense — and  that  is  all  that 
these  paragraphs  apply  to — you  stand  absolutely  upon 
those  two  paragraphs? — Yes. 

18.908.  Now  come  to  paragraph  23.  Paragraph  23 
is  a little  more  complicated  because,  as  I have  told 
you,  the  law  and  the  Inland  Revenue  Department 
and  everybody  else  have  been  challenged  by  another 
section  of  trade  on  the  economic  basis  of  this  para- 
graph. When  you  were  asked  whether  you  relied 
upon  this  paragraph  or  upon  this  and  other  para- 
graphs in  the  report  for  the  co-operative  case  you 
gave  an  affirmative  answer? — Yes. 

18.909.  Did  you  not  mean,  rather,  that  you  accept 
the  statement  of  the  economic  character  of  co-opera- 
tive surplus  which  is  included  in  that  report  and  not 
that  you  rely  solely  on  that  report  as  the  authority? 
— Yes,  that  is  so. 

18.910.  That  has  been  partly  covered  by  Sir  Thomas 


Whittaker? — Yes. 

18.911.  But  I suggest  that  it  goes  farther  even 
-han  Sir  Thomas  Whittaker  suggested;  that  it  rests 
apon  a very  broad  basis,  which  has  been  only  partially 
indicated  here  to-day  ? — Yes. 

18.912.  Can  you  give  us  any  instance  of  any  par- 
ticular society  showing  that  the  amount  paid  to  the 
members  in  interest  on  shares  is  according  to  the 
total  return  of  the  income  on  investments  and  profit 
from  trading  with  non-members,  and  that  in  order  to 
pay  that  share  interest  they  had  to  draw  upon  the 
reserve  fund?— We  have  gone  into  a case  similar 
to  the  one  you  are  now  asking  for,  and  we  have 
summarized  the  sum  and  substance  here  to-day.  We 
idmit  that,  as  regards  all  income  that  the  society 
lerives  from  other  sources  than  mutual  trading,  such 
income  should  pay  Income  Tax  either  in  the  hands 
of  the  members  or  at  the  source.  In  practice,  how- 
ever, the  sum  on  which  the  members  pay  Income 
rax  exceeds  the  amount  of  income  which  the  society 
thus  receives,  and  in  order  to  pay  the  members’ 
interest  a draw  has  to  be  made  on  the  surplus 
arising  from  the  mutual  trading.  Therefore  any 
other  undivided  surplus  arising  from  mutual  trading 
is  not  liable  to  tax.  As  a typical  case,  we  have 
baleen  that  of  the  Manchester  and  Salford  Equitable 
Society.  The  whole  income  of  such  society,  other 
than  that  arising  from  mutual  trade,  is  as  follows * : 
Income  from  investments  other  than  land,  £8,/ 50; 
income  under  Schedule  A,  £5,350;  making  a total 
taxable  income  of  £14,100.  The  amount  paid  to 
members  as  interest  on  their  share  capital,  on  which 
members  are  liable  for  tax,  is  "£15,310,  giving  an 
Bxcess  sum  on  which  tax  has  been  paid  between  the 
pin  310  and  the  £14,100  of  £1,210,  plus  the  tax  paid 
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by  the  society  under  Schedule  A,  £1,600,  showing  a 
total  excess  on  which  tax  is  chargeable  of  £2,810  in 
that  one  society. 

18.913.  Professor  Pigou,  in  questioning  you,  drew 
a quite  proper  distinction  between  shareholders  and 
members.  I want  just  to  emphasize  that  a little, 
because  I suggest  that  the  difference,  so  far  -as  it 
exists  between  shareholders  and  members  in  Co- 
operative Societies,  exactly  illustrates  the  difference 
between  Co-operative  Societies  and  public  companies. 
I do  not  want  to  misquote,  but  I think  it  was  put 
to  you  that  there  was  a difficulty  in  dealing  with  the 
funds  of  the  society  because  some  were  shareholders 
and  some  were  members,  and  certain  accretions  of 
reserve  capital  would  belong  to  the  shareholders  and 
not  to  the  members  ? — I do  not  understand  any 
difference  between  shareholders  and  members  in  Co- 
operative Societies,  because  they  all  own  capital  and 
they  all  do  trade. 

18.914.  Is  not  the  difference  this  : that  while  the 
shareholders  in  a public  company  absolutely  control 
the  funds  and  have  more  or  less  unlimited  holdings, 
and  have  only  their  power  in  respect  of  their  capital’ 
in  the  Co-operative  Society  their  capital  has  no 
i elation  at  all  to  their  power,  but  their  power  is 
exercized  as  members  of  the  society  ?— That  is  so. 

18.915.  And  that  they  have  fnli  control  over  the 
society  s funds  and  all  its  affairs  as  purchasing 
members? — Yes. 


18.916.  And  that  the  shareholding  is  only  a nominal 
thing  which  is  necessary  for  the  carrying  on  of  the 
business? — That  is  so. 

18.917.  Would  you  not  agree  that  that  is  an  im- 
portant as  well  as  an  essential  difference  between 
a Co-operative  Society  and  a public  company  ?— Yes  ■ 
the  ordinary  member  has  the  same  vote  in  the 
management  if  he  only  holds  £1  as  another  member 
who  has  £200. 

18.918.  And  that  would  be  one  of  your  objections 
to  multiple  shops  being  included  in  the  list  of  mutiml 
traders ? — (Mr.  Goodwin):  Yes. 


18’919-  I was  going  to  ask  about  the  point  of 
making  the  best  of  both  worlds,  but  I think  that 
has  been  disposed  of  by  Sir  Thomas  Whittaker.  The 
question  of  municipalities  was  put  to  you  as  to 
whether,  so  far  as  mutual  trading  is  concerned,  they 
should  not  equally  be  free  of  assessment  to  Income 


Tax.  Is  it  not  a fact  that  certain  operations  of 
municipalities  are  at  present  exempt  from  Income 
Tax,  as  mutual  trading  ?— (Mr.  Cooper)  : Yes,  if  it 
is  done  amongst  themselves. 

18.920.  Where  it  is  done  both  within  the  corpora- 
tion and  for  the  whole  of  the  constituents  ? — Yes 

18.921.  And  where  it  is  extended  to  the  outside 
that  portion  which  is  done  within  the  corporation 
area,  is  exempt? — Yes. 

18.922.  I suggest  to  you  that  that  is  so,  and  you 
accept  that;  but  it  would  probably  be  answered  if 
there  was  anyone  to  follow  me,  that  that  was  chiefly 
with  regard  to  water.  1 mention  that,  because  I want 
to  get  out  this  point : that  the  very  nature  of  co- 
operative trade  has  been  put  to  you  as  an  argument 

against  the  return  of  the  excess  over  cost  price? 

Yes. 

18.923.  And  the  admission  of  the  principle  of 
mutual  trading? — Yes. 

18.924.  If  you  want  to  get  it  down  to  this  fine 
point  as  to  what  profit  you  make  in  one  shop  or  in 
another,  does  it  not  in  fact  operate  as  much  in  the 
case  of  water  in  a town?  For  example,  if  my  neigh- 
bour does  not  have  a bath  regularly  every  morning, 
and  I do,  am  I not  having  it  at  his  expense,  when  it 
is  a question  of  water? — Yes,  that  is  so. 

18.925.  And  is  not  that  comparable  to  the  varia- 
tion, in  principle?  I emphasize  the  principle, 
because  it  is  so  often  put  to  us.  In  principle  there 
is  no  difference  between  the  two'?—' That  is  so. 

18.926.  Finally,  you  may  not  lie  aware,  but  it  is 
a fact,  nevertheless,  that  the  Commission  has  been 
threatened  by  the  same  authority  that  has  already 
been  quoted  to  you,  that  if  this  exemption  from  tax 
is  continued  to  Co-operative  Societies,  the  multiple 
shops  of  this  country  will  immediately  organise  them- 
selves as  ordinary  Co-operative  Societies.  What 
have  you  got  to  say  to  that?—  (Mr.  Goodwin) : I think 
I stated  that  a short  time  ago;  my  view  was  that  if 
they  became  real  Co-operative  Societies,  with  real 
control  and  management  and  the  power  of  removing 
directors,  just  as  in  a Co-operative  Society,  I should 
say  they  would  be  entitled  to  register  as  Co-operative 
Societies,  and  become  Co-operative  Societies.  There 
is  no  reason  why  they  should  not. 

18.927.  Chairman:  Thank  you  very  much  for  your 
evidence. 


Councillor  James 


WiLKmSco?4h  TraSrUnirr  ' ^ f ‘he  Parliamentary  Committee  of  the 

ocottisn  trades  Union  Congress,  called  and  examined. 


ljie  witnesses  handed  in  the  following  statement  as 
their  evidence-in-chief : — 

18,928.  We  are  members  of  the  Parliamentary  Com- 
mittee of  the  Scottish  Trades  Union  Congress,  and 
give  evidence  on  their  behalf.  The  Congress  repre- 
sents approximately  600,000  trade  unionists  in  Scot- 
land. The  question  of  the  Income  Tax  has  been 
repeatedly  before  the  Congress,  and  we  therefore  have 
had  an  opportunity  of  obtaining  the  views  of 
bcottish  trade  unionists  in  this  matter. 


18.929.  (1)  We  believe  in  direct  taxation,  whic] 
should  be  based  on  the  doctrine  of  “ ability  to  pay.” 

18.930.  (2)  Indirect  taxation  violates  this  principl, 
because  it  taxes  an  individual  on  the  consumption  o 
commodities  by  those  who  are  dependent  on  him  o 
ffer  for  their  subsistence.  The  greater  th. 
dependence  on  an  individual  the  more  the  individua 
has  to  pay,  whether  he  has  ability  to  pay  or  not.  I: 
he  is  not  able  to  pay,  then  it  merely  means  a reduc 
tion  in  the  standard  of  life  of  the  individual  and  thos. 
dependent  on  him.  We  urge  that  those  whose  inconn 
is  less  than  necessary  to  keep  up  a standard  of  effi 
?Len^uh0r  d be,  esemPt  from  all  taxation,  believim 
that  the  first  duty  of  the  nation  is  to  produce  ; 
healthy  race. 


18,931.  (3)  All  indirect  taxation  should  be  abolished 
with  the  exception  of  those  taxes  of  a purely  reforma- 
tive or  prohibitive  nature.  There  should  be  no  taxa- 
tion on  the  necessaries  of  life. 


18.932.  (4)  The  bulk  of  the  national  revenue  should 
be  raised  by  taxation  on  incomes,  as  this  would  secure 
a more  equitable  application  of  the  doctrine  of 

taxation  according  to  ability  to  pay.” 

18.933.  (5)  There  should  be  no  increase  in  the 
present  £130  exemption  limit  allowed  for  an 
individual,  as  that  represents  a subsistence  level,  and 
what  is  required  for  subsistence  should  not  be  taxed, 
in  order  that  a decent  minimum  of  individual  human 
existence  may  be  secured. 

18.934.  (6)  The  abatement  for  a wife  (without  in- 
come) should  be  at  least  £120,  with  £40  for  each  child. 
A married  man  with  children  dependent  on  him  is 
performing  a service  to  the  State  which  should  be 
i eiogmzed  by  abatements  from  his  Income  Tax.  A 
single  man  with  no  dependents  should  pay  more  tax 
m respect  of  the  same  income  than  a married  man 
there  should  also  be  an  abatement  in  respect  of 
parents  dependent  on  the  individual.  Deductions  for 
expenses  incidental  to  trades,  as  at  present  allowed, 
should  be  continued. 

18.935.  (7)  Taxation  should  commence  on  the  first 
£ over  the  exemption  limit. 

18.936.  (8)  Taxation  should  be  giaded;  that  is,  the 
higher  incomes  should  bear  a proportionately  heavier 
tax.  Unearned  income  should  bear  a heavier  tax  than 
earned  and  should  also  be  graded  as  the  income  in- 
creases. 

18.937.  (S)  The  collection  of  the  tax  is  one  of  the 
most  serious  problems  that  the  Inland  Revenue 
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Department  has  to  face,  and  in  our  opinion  the  only 
satisfactory  method  of  securing  the  maximum  return 
is  to  tax  at  the  source  of  income.  This  would  mean 
probably  that  a scheme  would  require  to  be  worked 
out  of  taxing  all  earnings  on  a small  percentage  basis. 
It  would  then  be  up  to  each  individual  to  claim  a 
rebate  from  the  Inland  Revenue  Department  on  the 
basis  of  dependency  or  on  the  ground  that  they  had 
not  earned  the  £130  per  annum  named  in  a foregoing 
paragraph,  which  should  be  exempt  from  taxation. 
This  would  apply  to  the  wage-earning  and  salaried 
classes  in  the  country.  The  recipients  of  dividends  are 
already  taxed  at  the  source,  and  it  would  only  leave 
then  a"  scheme  to  be  evolved  of  taxing  people  in  busi- 
ness for  themselves. 

[ This  concludes  the  evidence-in-chief .] 

18.938.  Chairman : We  have  before  us  your  very 
interesting  little  paper,  and  we  will  examine  you 
upon  it  at  once.  Mr.  Mackinder  will  begin  the 
examination. — (Mr.  Walker:)  If  you  please. 

18.939.  Mr.  Mackinder : If  I may  venture  to 

say  so,  your  paper  is  both  concise  and  helpful,  because 
it  is  constructive  to  some  extent  as  well  as 
destructive.  May  we  take  it  that  under  each  of 
these  nine  heads  you  are  expressing  the  carefully 
considered  view  of  your  Parliamentary  Committee? 
— Yes. 

18.940.  I gather  from  what  you  say  here  that  that 
Committee  has  arrived  at  its  view  after  there  have 
been  various  discussions  on  the  Income  Tax  in  the 
Scottish  Trades  Union  Congress? — Yes. 

18.941.  Have  those  discussions  touched  on  all  these 
points,  do  you  think? — Yes,  over  a period  of  years. 

18.942.  So  that  this  is  an  opinion  that  has  grown? 
— It  has  grown. 

18.943.  That  is  a fair  way  of  putting  it? — Yes. 

18.944.  How  far  is  the  Scottish  Trades  Union  Con- 
gress completely  representative  of  Scottish  Trade 
Unionism?  Are  there  large  unions  outside? — There 
are  very  few  unless  you  take  the  Amalgamated 
vSociety  of  Engineers;  that  is  outside. 

18.945.  Is  that  the  only  important  union  outside? 
—The  Boilermakers,  the  engineering  trades  in  Scot- 
land. 

18.946.  But  the  miners,  for  instance,  are  in? — The 
miners  are  in. 

18.947.  I notice  in  paragraph  5 that  you  express 
very  definitely  the  view  that  there  should  be  no 
Income  Tax  below  £130;  that  is,  £2  10s.  a week — in 
the  case  of  a single  man  or  a single  woman? — Yes. 

18.948.  And  you  think  that  that  is  the  proper  limit 
at  Avhich  to  begin  Income  Tax  ? — Yes. 

18.949.  That  is  the  general  view  of  your  organisa- 
tion?— Yes,  providing  first  of  all  that  the  point  is 
conceded  of  the  abolition  of  indirect  taxation  such  as 
taxation  of  necessaries. 

18.950.  That  is  in  paragraph  3? — Yes. 

18.951.  I do  not  want  to  take  you  very  far  into 
that,  because  it  would  take  us  away  from  our  inquiry. 
But  I think  it  is  necessary  just  to  ask  one  or  two 
questions  on  it.  You  use  the  phrase  “of  a purely 
reformative  or  prohibitive  nature.”  Will  you  in  a 
lew  words  explain  that  and  say  concretely  what  you 
mean? — There  is  room  for  great  diversity  of  opinion 
as  to  what  is  a reformative  or  prohibitive  tax.  Some 
people  are  of  opinion,  for  instance,  that  liquor  taxes 
are  reformative  and  prohibitive;  others  think  that 
they  are  merely  for  revenue  raising  purposes.  There 
is  a diversity  there.  Some  of  these  taxes  were  in  our 
mind  when  we  framed  that.  There  may  be  a case 
where  the  Government  would  find  it  difficult  to  pro- 
hibit the  use  of  a thing,  but  might  find  it  easier  to 
prevent  the  use  of  it  by  taxation. 

10.952.  You  go  on  with  another  sentence:  “There 
snould  be  no  taxation  on  the  necessaries  of  life.”? — 
Such  as  tea. 

18.953.  Would  you  include  tobacco? — Tobacco  is  a 
working-man’s  luxury,  but  we  consider  that  the  taxa- 
tion of  tobacco,  for  instance,  is  a heavy  tax  upon  the 
working  man  as  compared  with  other  taxes. 

18.954.  However,  you  would  not  consider  it  a neces- 
sary,  would  you?  I do  not  want  to  press  that.  My 


object  in  asking  you  those  two  or  three  questions  was 
simply  this.  At  the  present  time  you  would  recognize, 
would  you  not,  that  by  far  the  greater  part  of  the 
national  revenue  is  derived  either  from  direct  taxa- 
tion more  or  less  in  the  nature  of  Income  Tax,  or 
from  taxation  on  such  things  as  alcohol  and  possibly 
tobacco  (I  will  not  go  into  that  question)  that  might 
come  under  your  reservation  in  paragraph  3? — Yes. 

18.955.  So  that  your  reservation  that  paragraph  3 
must  be  granted  before  we  take  paragraph  5,  which 
I think  is  a fair  way  of  putting  your  case,  does  not 
under  present  conditions  amount  to  a very  great  deal, 
does  it?  The  percentage  of  the  total  national 
revenue  that  is  derived  from  the  taxation  you  would 
include  is  only  a small  percentage,  is  it  not  ? — I under- 
stood that  the  indirect  taxation  was  not  so  small. 

18.956.  No  doubt  some  time  before  the  war  there 
was  a principle  that  direct  and  indirect  taxation 
should  be  more  or  less  equal;  but  we  are  long  past 
that,  are  we  not? — What  we  recognize  is  that  indirect 
taxation  is  not  equitable. 

18.957.  I am  not  going  into  that  question.  My 
object  is  simply  to  make  sure  that  we  have  your  views. 

I am  not  seeking  to  traverse  the  expression  of  your 
view  at  all,  and  I do  not  challenge  that  point.  That 
is  your  opinion,  and  I do  not  want  to  challenge  it  at 
this  moment.  All  I am  after  is  this.  You  have 
arrived  at  the  conclusion,  which  you  express  very 
clearly,  that  £130  is  the  proper  exemption  limit? — 
Yes. 

18.958.  The  only  proviso  you  put  in  is  the  proviso 
in  paragraph  3.  My  aim  was  simply  to  ascertain 
whether  that  was  a very  large  proviso;  therefore  I 
asked  you  these  questions  with  regard  to  the  meaning 
of  your  phrase.  For  that  reason  I put  to  you  the 
question  that  after  all,  the  taxation  that  you  would 
include  in  your  proviso  is  not  a very  large  element  in 
the  total  national  taxation  to-day? — It  might  not  be 
at  the  present  time,  but  it  was  at  one  time. 

18.959.  Changing  over  from  that  subject  now,  you 
have  arrived  then  clearly  at  the  conclusion  which  you 
have  expressed  here,  that  in  order  that  there  may  be 
a decent  minimum  of  individual  human  existence,  the 
taxation  limit  for  a single  man  or  a single  woman 
should  be  £130  a year  ? — Yes. 

18,960'.  In  other  words,  you  ask  us  in  that  respect 
to  recommend  that  the  law  should  not  be  changed? — 
Not  exactly  that. 

18.961.  In  that  respect — taking  that  one  point? — 
Not  exactly  that,  because  the  law  to-day  is  that  if 
you  earn  £131  you  are  taxed  back  to  £120. 

18.962.  I am  going  to'  take  that  point  directly,  but 
let  us  deal  with  the  first  point  on  the  £130.  You  ask 
as  not  to  recommend  a change  of  the  law  on  that 
individual  point? — Yes. 

18.963.  Then  you  go  on  to  ask  that  the  wife  abate- 
ment shall  be  increased  from  £50  to  £120? — Yes. 

18.964.  That  is  to  say,  that  for  a married  couple 
without  children  ybu  ask  for  a limit  of  £260  ? — Yes. 

18.965.  You  also  ask  that  for  the  first  child  we  shall 
maKe  no  change — the  present  allowance  is  £40 — but 
that  we  shall  raise  the  subsequent  allowances  from 
£25  to  £40  ?— Yes. 

18.966.  So  far  as  that  is  concerned,  therefore,  I am 
justified  in  saying  that  what  you  are  asking  us  to  do 
is  to  increase  the  wife  allowance  from  £50  to  £120 
and  the  second  and  subsequent  children  allowance 
from  £25  to  £40? — Yes. 

18.967.  And  you  think  that  that  would  be  a fair 
position  to  have  arrived  at? — We  do. 

18.968.  You  are  aware,  of  course,  that  we  have 
had  evidence  from  similar  organisations  which  is  at 
variance  with  that? — Yes. 

18.969.  You  probably  have  read  the  epitome  of 
that  evidence? — Yes. 

18.970.  Or  have  you  read  the  verbatim  report  of 
that  evidence? — I have  not  read  exactly  the  verbatim 
report,  but  I know  what  has  been  put  forward. 

18.971.  By  the  English  Trades  Union  Congress  and 
by  the  South  Wales  miners? — Yes. 

18.972.  Although  you  are  aware  of  that,  you  ad- 
here to  these  views? — We  do. 
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18.973.  Now  I want  to  take  you  on  the  very  in- 
teresting point  you  have  put  in  paragraph  7 — the 
point  that  you  put  just  now,  namely,  that  taxation 
should  commence  on  the  first  pound  over  the  exemp- 
tion limit.  I take  it  that  your  idea  (you  will  cor- 
rect me  if  I express  it  wrongly)  is  that  before  you 
start  to  tax  you  will  mark  off  the  allowances,  that 
is  to  say,  not  only  the  £130,  but,  in  the  case  of  the 
married  man,  the  further  £120,  and  the  allowances 
in  the  case  of  children? — Yes. 

18.974.  You  then  start  your  datum,  instead  of 
starting  at  the  beginning  of  the  income? — Yes. 

18.975.  That  is  what  you  are  asking  for? — Yes. 

18.976.  Would  you  apply  that  principle  to  all  in- 
comes, large  as  well  as  small? — Yes. 

18.977.  So  that  what  you  are  asking  for  is  a 
general  simple  system  whereby,  from  all  incomes 
that  are  taxable,  whether  of  the  wage-earner  or  of 
the  millionaire,  you  would  start  by  deducting  these 
allowances,  and  then  you  would  have  a taxable  in- 
come which  you  would,  of  course,  tax  according  to 
your  paragraph  8,  on  a graduated  system? — Yes. 

18.978.  That  is  what  you  are  asking? — Yes 

18.979.  Now,  in  paragraph  9,  I notice  that  you 
again  offer  to  us  a constructive  suggestion.  You  re- 
cognize that  the  Inland  Revenue  Department  is  faced 
with  serious  problems  in  the  matter  of  collection  of 
a tax  on  wages? — Yes. 

18.980.  And  you  advocate  deduction  at  the  source? 
— Yes. 

18.981.  That  is  the  considered  opinion  of  your 
organisation  ? — Yes. 

18.982.  I am  not  going  into  the  question  of  exactly 
by  what  machinery  it  is  to  be  done,  but  if  employers 
are  also  willing,  you  think  that  your  members  would 
be  willing  to  agree  to  the  principle  that  the  em  - 
ployers should  deduct  from  their  wages  a certain 
rate  for  Income  Tax? — They  have  not  disagreed 
generally  with  the  tax  already  existing  for  insurance. 

18.983.  Are  you  basing  yourself  on  anything  more 
than  the  fact  that  they  have  not  disagreed  in  the 
case  of  the  insurance  money? — I couple  something 
else  with  this,  that  would  be  of  value  to  the  State, 
and  that  is  that  it  would  act  as  a machinery  for 
saving,  as  well  as, a machinery  for  the  better  collec- 
tion of  the  tax.  To-day  a man  is  informed  by  the 
Inland  Revenue  that  he  has  earned  so  much  in  the 
quarter,  and  he  is  therefore  liable  to  pay  so  muck 
tax;  which,  we  quite  readily  confess,  the  Inland 
Revenue  have  a great  deal  of  trouble  in  getting,  and 
the  less  they  get  the  more  the  people  who  pay  have 
to  pay;  we  recognize  that.  We  think  that  if  some 
scheme  can  be  devised  of  taxing  at  the  source,  all 
that  the  Inland  Revenue  people  would  Have  to  do 
would  be  to  inform  the  man  at  the  end  of  the  quarter 
that  he  had  earned  so  much  money,  and  so  much  had 
been  deducted  for  tax ; they  would  ask  him  to  fill  up 
his  paper  as  to  the  abatements  that  he  claimed  and 
so  on,  and  then  he  would  either  be  told  that  he  had 
nothing  to  come  back,  or  that  he  had  to  call  and 
collect  a certain  sum. 

18.984.  Now  let  me  ask  you  a few  questions  of  a 
more  precise  nature  with  regard  to  that.  You  are 
very  helpful  in  this,  in  that  you  are  expressing  a 
thought-out  view  which  is  at  variance,  as  you  know, 
with  the  views  of  other  organisations  of  a similar 
character.  Does  your  claim  suggest  a flat  rate  of 
deduction  approximating  to  the  average  liability, 
say,  where  a man  has  a wife  and  two  children,  or 
something  of  that  kind,  or  would  you  make  the  de- 
duction without  any  personal  allowances? — The 
deduction  would  require,  in  the  first  place,  I think, 
to  be  made  without  making  any  allowances,  but  at 
the  end  of  the  quarter  the  individual  would  get  a 
statement  from  the  Inland  Revenue  people  (as  he 
gets  one  now)  stating  what  he  has  earned  and  what 
he  is  liable  to  pay.  He  would  get  a statement  then 
as  to  what  he  has  paid  and  what  he  has  earned,  and 
the  man  would  then  have  a form  to  fill  up,  claiming 
his  abatements  and  allowances,  because  of  having 
paid  too  much. 

18.985.  You  are  contemplating  that  in  every  case 
he  will  have  paid  too  much  P — Not  necessarily  so. 


but  in  every  case  he  will  have  paid  he  same 
amount. 

18.986.  I am  afraid  you  have  not  followed  me? 

Let  me  give  an  illustration.  Let  us  take  two  men 
earning  £3  per  week  and  working  the  same  time  for 
the  quarter.  They  would  each  have  deducted  from 
them  the  same  amount;  but  one  of  them  is  a single 
man,  and  as  a consequence  would  have  to  ^ay  more 
tax  than  the  married  man.  The  married  man 
therefore,  would  have  something  to  come  back,  while 
the  single  man  would  probably  have  nothing  to  come 
back. 

18.987.  Let  me  take  the  case  in  this  way.  You  are 
contemplating  clearly,  if  there  is  something  to  come 
back  in  the  case  of  the  married  man,  that  you  will 
have  deducted  more  than  at  the  rate  for  the  single 
man? — No,  I cannot  be  contemplating  that,  because  1 
only  contemplate  something  coming  back  to  the 
married  man,  because  you  base  your  tax  on  the 
individual.  1 am  only  contemplating  something 
coming  back  to  the  married  man  because  of  the  allow- 
ances he  gets. 

18.988.  1 do  not  know  whether  you  caught  the  signi- 
ficance of  the  word  “ flat”  that  I used  in  the  ques- 
tion I originally  put  to  you.  May  I put  it  to  you  in 
this  way?  One  of  the  objections,  as  I understand, 
which  the  workmen  have  to  deduction  by  the  employer 
is  that  if  the  tax  is  deducted  at  different  rates  accord- 
ing to  the  family  circumstances  of  the  different  men 
the  employer  will  know  the  circumstances,  whether  of 
family  or  of  private  means,  which  affect  each  of  his 
employees.  That  is  objected  to.  Do  you  assent  to 
that? — As  a matter  of  fact,  I never  thought  that  any- 
thing else  should  be  done,  but  that  the  same  rate 
would  be  deducted  from  each  man.  The  employer 
would  never  know  what  the  man’s  responsibilities 
were  at  all. 

18.989.  Then  inasmuch  as  the  same  amount  has  to 

be  deducted  from  each  man,  and  your  married  man  is 
to  get  a return  of  the  amount  that  he  is  entitled  to 
under  his  allowances,  you  will  have  to  deduct  at  the 
married  rate,  will  you  not,  in  the  case  of  the  single 
man? — No.  They  would  deduct  from  both  at  the 

single  rate.  If  you  assess  a man  on  everything  that 
he  is  earning  over  £130,  then  the  man  claims  his 
allowances  at  the  end  of  the  quarter. 

18.990.  I am  afraid  I was  reading  into  it  your  para- 
graph 7 as  well.  I was  assuming  that  the  tax  started 
from  the  point  where  you  made  the  exemptions? — In 
collecting  you  are  dealing  with  a different  thing  from 
taxation.  In  the  first  part  of  this  you  are  dealing 
with  the  question  of  the  amount  of  the  tax  that  should 
be  put  on ; in  the  last  one  you  are  dealing  with 
problems  that  the  Inland  Revenue  people  have  to  face. 
I see  them  on  every  hand.  According  to  the  way  they 
are  going  on  in  some  of  the  districts,  the  Government 
will  require  to  open  a furniture  store.  There  is  a 
great  amount  of  evasion  not  only  among  the  working 
classes,  but  amongst  the  salaried  and  other  classes  as 
well,  and  the  Inland  Revenue  has  to  find  some  way  of 
getting  a more  accurate  return.  We  suggest  that 
taxation  at  the  source  is  the  best.  Now,  on  the  ques- 
tion of  a flat  rate,  it  would  merely  mean  that  the  in 
dividual  would  be  taxed  on  a certain  percentage  per 
pound,  which  could  be  worked  out,  and  at  the  end  of 
the  quarter  he  would  be  informed  the  amount  he  had 
earned  and  the  amount  he  had  paid.  He  would  then 
make  his  claim  and  he  might  get  something  hack  or  he 
might  not. 

18.991.  Your  method  would  be  that,  for  every  man 
or  woman  who  is  earning  a wage  of  more  than  so 
much  a week,  a certain  statutory  deduction  would  be 
made  per  pound? — Yes. 

18.992.  And  that  then  he  would  have,  as  it  were, 
banked  with  the  Surveyor  of  Taxes  or  the  Inland 
Revenue  a certain  sum  of  money,  and  he  would 
arrange  with  that  official  as  to  how  much  had  to  come 
back  to  him  by  virtue  of  the  abatements? — According 
to  the  law. 

18.993.  Assuming  an  Income  Tax  at  the  present 
rate,  6s.  in  the  £ standard  rate,  and  assuming  that 
you  had  made  your  deductions  for  family  circum- 
stances beforehand,  have  you  formed  any  idea  of  the 
amount  that  you  think  could  be  practically  deducted 
per  pound  from  wages  for  that  purpose? — No;  it  is 
extremely  difficult  to  make  a calculation  on  the 
subject. 
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18.994.  I will  not  take  it  further;  I will  simply 
ask  you  this.  What  you  have  said  is  very  valuable. 
Your  idea  is  that  you  would  promote  saving  in  exactly 
the  same  way  as  Co-operative  Societies  promote 
saving  where  they  ask  for  a deposit  and  then  make 
a return  of  dividends  at  the  end? — Yes. 

18.995.  You  would  ask  for  a deposit  of  so  much  in 
the  pound  deducted  from  the  wage,  and  then  you 
would  leave  the  matter  to  be  adjusted  with  the  local 
Surveyor? — Yes,  we  are  strongly  in  favour  of  that, 
because  of  this : that  even  salaried  people,  who  should 
not  have  any  trouble  in  paying  the  tax,  find  it  very 
difficult  to  pay  it  when  it  falls  due,  and  it  is  very 
much  more  difficult  in  the  case  of  people  who  are 
living  on  the  margin.  If  the  tax  is  not  due  until  the 
end  of  a quarter,  or  something  like  that,  they  find 
they  have  not  the  means  to  pay  it,  and  therefore 
you  see  so  many  prosecutions  taking  place. 

18.996.  Then  you  would  apply  this  system  to  small 
salaries  as  well  as  to  wages? — I think  it  should  be 
applied  to  all  salaried  people.  1 think  the  Govern- 
ment apply  it  to  Members  of  Parliament,  do  they  not? 
Does  not  the  Government  deduct  the  tax  from  the 
salary  of  a Member  of  Parliament  before  he  gets  his 
salary  ? 

18.997.  They  do,  as  a matter  of  fact?— I think  it  is 
a very  good  idea,  and  ought  to  be  applied  all  round. 

18.998.  The  principle  is  there j the  tax  is  deducted 
at  the  source  in  the  case  of  a payment  to  a Member 
of  Parliament.  I know  it  as  a fact  myself? — Yes. 

18.999.  And  you  are  suggesting  that  if  there  is  a 
£400  salary  with  a deduction  at  the  source,  the  salary, 
even  if  it  is  paid  weekly,  or  if  it  is  paid  monthly,  of 
a slightly  less  amount,  should  have  the  tax  equally 
deducted  at  the  source? — I think  that  the  Govern- 
ment would  get  a better  return  on  the  tax  if  it  were 
all  done  that  way. 

19.000.  The  only  point  I have  to  put  to  you  is  this : 
that  the  deduction  in  the  case  of  the  Member  of 
Parliament  is  after  assessment  and  is  at  the  rate 
appropriate  to  his  peculiar  family  circumstances. 
You  are  not  proposing  that;  you  are  proposing  some- 
thing different? — I expect  that  the  Government  find 
it  easier  because  of  the  small  number  of  Members  of 
Parliament  as  against  the  others.  The  trouble  of  the 
collecting  system  amongst  workers  is  that  a man  may 
be  working  here  to-day  and  there  to-morrow. 

19.001.  You  really  think  that  in  Scotland  the  work- 
ing men  who  constitute  your  organisation  would  not 
object  to  a deduction  at  a flat  rate  from  their  wages 
and  an  adjustment  at  intervals  with  the  local  taxa- 
tion authority  ? — I think  the  great  majority  would 
agree;  there  would  be  objectors,  of  course. 

19.002.  That  implies,  I take  it,  that  you  would  have 
to  have  greater  facilities  for  repayment  than  at  pre- 
sent ? — Yes. 

19.003.  Mr.  Graham : I gather  that  what  you  pro- 
pose is  a deduction  from  wages,  with  an  adjustment 
at  the  end  of  the  quarter.  That  does  not  involve,  in 
your  opinion,  any  act  on  the  part  of  the  employer  in 
collecting  the  Income  Tax  due  by  the  workman? — It 
would.  It  would  have  to  be  deducted  at  the  source — 
which  is  the  employer. 

19.004.  Is  it  correct  on  my  part  to  suggest  that 
what  you  propose  is  collection  by  the  employer  and 
adjustment  with  the  Income  Tax  authorities  at  the 
end  of  the  quarter  ? — Yes. 

19.005.  That  clears  the  way  for  me.  Can  you  tell 
me  any  large  trade  union  in  Scotland  that  has  con- 
sidered that  proposition  and  has  passed  any  resolu- 
tion in  favour  of  it? — The  association  to  which  I 
belong,  the  Iron  and  Steel  Trades  Federation,  the 
members  of  which  body  paid  Income  Tax  prior  to  the 
war,  have  always  been  in  favour  of  it. 

19.006.  But  is  it  not  the  case  that  where  you  got 
support  for  that  proposal  it  was  largely  in  the  light 
of  war  experience?  I mean  in  munition  and  other 
centres  where  the  tax  was  collected  in  that  way.  It 
was  not  a permanent  proposal,  was  it? — We  were 
instructed  by  the  Congress  to  take  into  consideration 
the  whole  question  of  taxation,  direct  and  indirect, 
and  to  put  proposals  before  the  Government.  As 
there  was  a Commission  sitting  here,  we  took  the 
opportunity  of  bringing  it  here. 


19.007.  But  strictly  speaking,  did  the  Scottish 
Trades  Union  Congress  pass  any  resolution  in  favour 
of  the  collection  oi  this  tax  by  the  employor,  or  by  a 
definite  activity  on  tfie  part  of  the  employer? — No; 
they  did  not  pass  any  definite  resolution  on  the  sub- 
ject. The  Parliamentary  Committee  have  passed  that. 

19.008.  Did  the  Congress  consider  it  at  all  from 
that  point  of  view? — ies,  it  was  discussed  at  the. Con- 
gress under  the  heading  of  a general  resolution  for 
a revision  of  the  whole  system  of  taxation. 

19.009.  But  there  was  no  proposal  before  the  Con- 
gress for  collection  by  the  employer  ? — Only  the 
general  resolution  and  tfie  speakers  taking  part  in  the 
debate,  myself  for  instance,  outlining  suggestions  like 
chis. 

19.010.  You  have  a wide  experience  of  trade 
unions;  would  you  agree  with  me  if  1 suggested  that 
the  great  majority  of  trade  unionists,  and  many  em- 
ployers too  for  that  matter,  are  quite  opposed  to  the 
proposal  of  collection  by  the  employers  ? — No,  I would 
not  agree.  1 would  just  return  the  question  to  you 
and  ask  when  did  they  pass  their  resolution  against  it  ? 

19,611.  Do  you  know  that  it  has  been  considered  by 
trades  unions  and  employers  ? — Neither  employers  nor 
their  workmen  have  ever  passed  a resolution  against  it. 


jjul  you  Know  mat  large  trade  unions  Have 
considered  it? — I do  not  know  that  the  subject  has 
been  put  down  in  a concrete  resolution  and  a vote 
taken  for  or  against.  (Mr.  Lyon) : 1 would  just  like 
to  say  a word  with  regard  to  tfiat.  I think  it  is  only 
fair  to  say  that  there  were  two  resolutions  passed  at 
the  last  Scottish  Congress.  One  was  advising  the 
Parliamentary  Committee  to  reconsider  the  whole 
question  of  taxation,  and  the  other  separately  was 
tiiat  we  should  demand  that  no  Income  Tax  should  be 
payable  until  £250.  When  the  Parliamentary  Com- 
mittee came  to  consider  the  question  we  took  into 
consideration  the  first  resolution  and  dealt  with  the 
whole  question  of  taxation.  You  referred  to  the 
question,  would  the  employers  be  agreeable  to  collect 
or  would  the  men  be  agreeable  to  allow  the  employers 
to  do  that.  When  we  agreed  that  Income  Tax  should 
be  taken  from  the  source  we  also  had  in  our  mind 
that  the  whole  question  of  taxation  should  be  put 
on  the  basis  of  income ; that  is  to  say,  that  local  taxa- 
tion as  well  as  Imperial  taxation  should  come  from 
income  and  from  income  only.  That  is  the  reason  that 
we  believe  that  to  make  it  easy  both  for  workmen  to 
pay  and  the  Government  to  collect,  it  should  be  taken 
from  the  wages  at  the  source.  Now  so  far  as  regards 
the  question,  would  the  worker  be  agreeable  and 
would  the  employer  be  agreeable,  we  will  take  two 
things  that  happened.  We  had  the  Insurance  Act 
put  into  force,  and  so  far  as  I am  concerned  I do  not 
remember  that  the  workers  were  consulted  whether 
they  would  allow  the  employers  to  deduct  4d.  per 
week  off  their  wages  or  not ; but  they  submitted  to  it. 
Then  we  have  local  taxation  where  the  people  used 
to  go  and  pay  their  rates,  and  now  the  landlord 
collects  the  tax  on  the  rent.  You  know  that  to  be 
the  case  in  Scotland.  These  are  cases  that  have 
proved  that  by  degrees,  I think,  workers  possibly  have 
learned  that  it  is  a more  easy  method  of  paying 
and  it  simplifies  the  collecting,  and  it  is  cheaper  in 
the  long  run. 

19.013.  Surely  you  would  admit  at  once  that 
neither  ol  the  cases  you  have  cited  touches  in  anv 
way  the  income  of  the  individual;  I mean,  except 
indirectly.  In  the  one  case  it  is  the  rental  of  the 
house,  and  in  the  other  case  it  is  simply  a minimum 
line  which  is  drawn  for  the  purposes  of  National 
Insurance.  Above  that  line  people  are  not  insured 
compulsorily?— (Mr.  Walker) : I do  not  think  that 
affects  the  principle.  Several  large  trade  unions  of 
this  country  have  asked  the  employers  to  deduct  the 
contributions  of  their  members  to  the  union  from 
their  wages,  and  in  a number  of  oases  the  employers 
have  agreed ; so  the  contributions  to  the  trade  unions 
are  deducted  from  their  wages  in  the  office  lief  ore 
being  handed  over  to  the  men. 

19.014.  I will  put  it  just  in  one  single  sentence. 
Do  you  think  that  there  would  be  no  objection  on  the 
part  of  the  great  body  of  workers  to  any  system  of 
tax  collection  which  involved  the  revelation’  of  their 


936 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


23  October , 1919.]  Councillor  James  Walker  and  Mr.  Hugu  Lyon.  [Continued. 


whole  inoome  to  the  employers  with  whom  they  were 
engaged? — As  a matter  of  fact,  how  would  the  em- 
ployer get  to  know  any  inoome  that  was  not  derived 
from  that  employer,  under  the  system  we  suggest? 
And  the  employer  would  know  all  the  income  that 
was  derived  from  his  source,  because  it  is  he  who  pays 
it. 

19.015.  Probably  I misunderstood  you.  You  are 
confining  your  attack,  so  to  speak,  to  the  worker’s 
relations  with  his  employer? — Yes. 

19.016.  You  are  not  going  outside  to  any  other 
matter  ? — No. 

19.017.  Then  you  are  leaving  it  for  adjustment 
with  the  Income  Tax  authority? — Yes,  with  the  Sur- 
veyor. 

19.018.  There  is  only  one  small  point  I should  like 
to  ask;  it  is  rather  important.  You  say  allowance  for 
necessary  expenses.  Is  that  a reference  to  tools? — 
Yes. 

19.019.  Might  I ask  if  the  Scottish  Trade  Union 
Congress  has  thought  out  any  policy  that  would  be 
uniform  more  or  less  in  the  matter  of  tools  and 
similar  necessary  expenses  on  the  part  of  the  workers? 
—No,  for  the  reason  that  the  matter  has  only  been 
really  in  existence  for  about  eighteen  months  or  two 
years  at  the  most,  and  the  various  trade  unions  have 
approached  the  Surveyors  here  in  London  and  have 
fixed  up  for  the  various  industries  their  own  allow- 
ances ; and  it  is  much  easier  for  them  to  do  that, 
because  the  necessary  expenses  in  each  industry  are 
different.  For  instance,  they  are  heavier  in  the  iron 
and  steel  trade  than  they  are  in  the  engineering,  and 
the  Surveyors  recognize  that  and  different  sums  are 
allowed.  (Mr.  Lyon ) : That  would  he  a question  out- 
side the  Parliamentary  Committee  of  the  Congress ; 
each  trade  would  have  to  deal  with  it  by  itself. 

19.020.  Mr.  May : I would  like  to  be  clear  on  one 
point,  Mr.  Lyon.  Do  I understand  correctly  that 
your  proposal  as  to  the  amount  of  exemption  limit, 
and  also  as  to  the  method  of  collection  is  dependent 
upon  the  other  part  of  your  statement,  the  abolition 
of  indirect  taxation? — Yes. 

19.021.  Then  supposing  no  immediate  means  were 
found  to  abolish  indirect  taxation,  would  you  still 
adhere  to  the  exemption  limit  of  £130? — I do  not 
know  that  I should  like  to  answer  that  question. 

19.022.  I suggest  to  you  that  it  has  a very  im- 
portant bearing  upon  your  evidence,  especially  in 
view  of  the  point  that  has  been  put  to  you,  that  it  is 
at  variance  with  other  evidence  which  has  been  given-, 
and  which  I may  remind  you  does  not  take  indirect 
taxation  into  account? — I would  rather  Mr.  Walker 
answered  that.  (Mr.  Walker ) : We  based  our  evi- 
dence entirely  on  a resolution  passed  for  a revision 
of  the  whole  taxation.  Our  answer  to  that  would 
be  that  the  Parliamentary  Committee  would  no  doubt 
ask  that  the  £130  limit  should  be  raised  if  no  relief 
was  given  so  far  as  indirect  taxation  is  concerned. 
What  the  figure  is  we  would  need  to  consult  about. 

19.023.  You  say  you  have  not  yet  considered  what 
the  figure  should  be  if  Indirect  taxation  were  con- 
tinued?— I say  that  the  Parliamentary  Committee 
based  its  evidence  on  the  resolution  passed,  namely, 
for  the  revision  of  the  whole  system  of  taxation. 

19.024.  Including  the  abolition  of  indirect  taxa- 
tion?— Yes,  and  if  no  relief  is  given  on  that  score  of 
indirect  taxation,  then  the  Parliamentary  Committee 
would  probably  want  to  revise  that  figure  of  £130. 

19.025.  Can  you  give  me  any  reason  why  you  sug- 
gest that  the  exemption  limit  for  an  individual  should 
be  £130,  and  when  you  come  to  a married  man  it 
should  be  only  £120? — You  mean  a married  woman. 
For  a man’s  wife  it  is  £120. 

19.026.  Mr.  May : I beg  your  pardon ; T misread 
that. 

19.027.  Mr.  Pretyman:  On  the  whole  T rather 
gather  from  this  evidence  that  you  do  not  quarrel 
with  the  present  basis  of  Income  Tax,  which  is  very 
nearly  on  these  lines.  You  would  say  that  the 
present  system  of  Income  Tax  follows  the  right  line, 
but  does  not  go  quite  far  enough? — We  are  of 
opinion,  as  we  state,  that  the  bulk  of  the  taxation 
of  the  country  should  be  raised  from  incomes. 

19.028.  T think  everybody  would  agree  with  you, 
if  it  could  be  done  fairly  over  the  whole  area.  1 
think  everybody  would  agree  with  you  that  indirect 
taxation  has  clearly  the  objection  that  you  name 


here.  But  have  you  worked  out  at  all  as  to  what 
rate  of  tax  would  produce  the  whole  revenue  of 
the  country  if  it  were  all  put  upon  income? — No, 
because  at  the  present  moment  there  are  people 
more  expert  than  I am,  dealing  with  Income  Tax, 
who  seem  to  be  in  a fog  as  to  what  the  exact  national 
position  is  going  to  be  in  respect  of  finance.  One 
does  not  know  what  is  going  to  be  required ; it  is 
very  difficult. 

19.029.  It  is  difficult,  but  is  it  not  rather  a vital 
matter.  Before  such  a powerful  body  as  you  are 
advocate  such  an  important  change  as  this,  ought  you 
not  to  have  some  sort  of  idea  in  your  mind  as  to 
what  sort  of  rate  would  be  involved  all  the  way  up, 
before  you  could  advocate  it  whole-heartedly ?— It  is 
utterly'  impossible.  Even  the  Chancellor  of  the  Ex- 
chequer to-day  could  not  tell  you.  The  only  persons 
who  can  give  you  anything  approximate  are  the 
persons  who  are  right  in  the  heart  of  the  business 
and  know  the  national  income  from  one  year’s  end  to 
another.  It  is  almost  impossible  for  outsiders  and 
laymen  to  know. 

19.030.  Would  you  not  say  that  while  you  lay  this 
down  as  a principle  to  which  you  would  ask  everybody 
to  agree,  the  application  of  it  must  depend  upon  the 
rate  of  tax  which  would  be  involved  in  it? — The  rate 
of  tax  would  not  make  any  difference,  because  the 
country  will  require  to  find  revenue  and  it  has  got 
to  base  its  tax  upon  the  ability  of  the  people  to  pay 
it  ; it  is  a very  difficult  thing  to  say  as  to  whether 
it  should  be  Is.  in  the  £,  or  2s.  in  the  £.  I mean 
there  is  no  fixed  standard^  Is.  in  the  £ might  be 
sufficient  to-day,  and  it  might  take  Is.  6d.  in  the 
£ next  year  ; it  is  variable. 

19.031.  But  you  realize  that  there  is  no  such  thing 
as  a fixed  standard  now.  There  is  only,  for  con- 
venience, a certain  basis  of  6s.,  which  is  the  point 
for  deduction  at  the  source ; but  the  people  who 
actually  pay  6s.  are  very  few : 6s.  is  not  the  rate 
of  Inoome  Tax  at  all ; the  rate  of  Income  Tax  is 
somewhere  between  2s.  3d.  and  10s. ; and  everybody 
who  is  liable  to  Income  Tax  pays  somewhere  between 
2s.  3d.  and  10s.  When  I spoke  of  the  rate,  perhaps 
you  misunderstood  me ; I did  not  mean  the  rate  of 
6s.,  what  is  called  the  basis  rate,  in  the  least;  I 
meant  the  graduated  rate  which  would  have  to  be 
paid  all  up  the  line  to  get  the  required  revenue.  You 
speak  of  ability  to  pay.  You  know,  of  course,  a good 
deal  about  ability  to  pay  at  one  end.  Have  you  ever 
considered  ability  to  pay  at  the  other  end?  Have 
you  ever  considered  up  to  what  top  limit  you  would 
put  the  tax? — On  the  higher  incomes?  Do  you  mean 
the  new  grading? 

19.032.  How  far  would  you  go? — You  would  require 
to  go  right  to  the  top,  but  you  could  not  go  to  any 
more  than  50  per  cent,  of  the  incomes. 

19.033.  That  is  reached  now? — If  you  go  any  more 
than  that  it  does  not  pay  a man  to  earn  income. 

19.034.  I think  you  and  I will  get  pretty  close  to- 
gether. If  your  principle  is  that  all  the  required 
revenue  of  the  country  should  be  raised  by  an  Income 
Tax  graduated  up  to  10s.  in  the  £ (of  course,  I in- 
clude Super-tax  in  that)  and  from  that  downwards 
according  to  ability  to  pay,  I think  I am  with  you 
there.  I think  it  is  very  sound — if  you  can  do  it? — 
Yes,  but  it  would  require  to  be  governed  also  by 
the  amount  that  you  require. 

19.035.  Absolutely? — You  would  not  tax  people  just 
for  amusement. 

19.036.  You  have  given  me  two  limits.  If  your 
scheme  is  carried  out  you  say  that  a bachelor  earn- 
ing over  £130  should  pay  something?- — Yes. 

19.037.  That  is  one  end ; that  is  the  bottom.  Then 
you  say  that  at  the  top,  the  largest  income  should 
only  be  taxed  10s.  in  the  £.  We  have  now  got  our 
figure  complete? — I do  not  say  they  should  only  be, 
but  I am  pointing  out  that  if  you  are  taxing  a man, 
say,  100  per  cent,  of  his  income,  then  he  does  not 
earn  any.  You  get  to  a point  when  it  does  nob 
pay  to  tax.  You  reach  the  limit  there,  naturally. 

19.038.  I do  not  take  you  to  mean  that  you  would 
not,  if  it  were  possible  and  practicable,  put  it  at  more 
than  10s.  in  the  £,  but  your  point  is  that  it  is  not 
practicable ; that  you  would  not  get  any  more  money 
in  doing  it.  It  is  not  that  it  is  inequitable;  I am 
not  on  the  point  of  equity  or  whether  it  is  just  or 
unjust  to  pay  more  or  less  in  the  case  of  this  parti- 
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cular  individual  or  class.  I am  simply  on  the  point 
of  getting  revenue,  and  I think  we  agree  that  you 
would  not  get  more  revenue,  on  the  whole,  by  in- 
creasing your  Income  Tax  beyond  10s.  in  the  £.  I 
take  that  to  be  your  view  ?— Roughly. 

19,039.  Then  that  is  the  top.  The  bottom  is  £130. 
Therefore  you  have  to  obtain  your  whole  income 
between  those  two  points?— Yes. 

19  040.  1 quite  agree  that  is  as  far  as  you  can  be 
expected  to  go.  1 think  you  are  prepared  to  say, 
and  you  are  perfectly  justified  in  saying,  that  be- 
tween those  limits  it  is  a matter  for  the  Revenue 
authorities  to  say  what  the  scale  ought  to  be  and  how 
the  revenue  could  be  obtained.  There  is  another 
point.  You  want  to  include  in  this  levy  local  ex- 
penditure as  well  as  national;  that  is  to  say,  you 
want  to  abolish  rating  and  to  substitute  local  Income 
Tax  ? — Yes. 

19,041.  Are  you  aware  that  a committee  once  sat 
for  a very  long  time  and  took  evidence  on  that? — 
Yes. 

19  042.  Have  you  read  that  evidence? — Not  all 
of  it. 

19.043.  Have  you  looked  into  the  question  of  prac- 
ticability as  to  how  a local  Income  Tax  could  be 
levied  and  distributed? — Yes;  I understand  there  is 
a great  amount  of  difficulty  about  it,  but  difficulties 
can  be  overcome.  Of  course  we  did  not  expect  you 
were  going  to  deal  with  that  here.  In  our  minds 
that  is  for  the  future. 

19.044.  You  think  difficulties  can  be  overcome,  but 
you  do  not  see  any  way  in  which  they  could  be  over- 
come?— No,  I ‘cannot  say  that. 

19.045.  Where  a man  has  property  or  sources  of 
income  in  several  places,  as  an  enormous  number  of 
taxpayers  have,  how  is  that  to  be  allocated  between 
the  different  places  which  might  set  up  a claim  to 
tax  him  for  local  purposes? — How  is  it  done  to-day? 

19.046.  It  is  not  done? — It  is  done. 

19.047.  Only  by  grants;  it  is  only  done  to  the 
extent  of  grants? — If  a man  has  property  in  Glasgow, 
property  in  Lanarkshire,  property  in  Renfrewshire, 
and  property  in  Dumbartonshire,  he  is  taxed  on  all 
those  properties.  The  ability  to  possess  those 
properties  is  determined  by  the  amount  of  income 
that  he  has — the  ability  to  keep  him  going.  So  that 
in  a rough  way  he  is  being  taxed  according  to  his 
income,  and  it  would  simply  mean  that  if  you  had  a 
local  Income  Tax,  Glasgow  would  tax  him  so  much 
according  to  his  income,  so  would  Dumbarton  and  so 
would  Renfrew  and  the  other  places. 

19.048.  Only  on  the  income  which  he  derived  from 
that  locality? — You  would  have  to  tax  an  individual 
on  the  income  that  he  had,  no  matter  in  what  locality 
he  earned  it,  if  the  individual  had  property  or  lived 
and  moved  in  those  particular  places ; if  he  had  a 
habitation  there. 

19.049.  But  supposing  he  had  property  and  a 
habitation  in  two  or  three  places,  and  an  office  in  one 
town  and  a house  in  another,  and  property  in  two 
or  three  more,  and  also  sources  of  income  from  invest- 
ments abroad? — He  would  have  a total  income,  and 
he  would  be  required  to  pay  in  each  of  the  places  he 
had  that  habitation  or  property. 

19.050.  Chairman : How  would  you  do  supposing  in 
one  county  the  local  taxation  was  4s.  and  in  another 
county  it  was  6s.,  and  in  another  county  3s.?  How 
would  you  manage  in  that  case? — The  man  would 
be  taxed  on  his  income  in  each  of  those  places,  just 
in  the  same  way  as  to-day  the  rates  in  Glasgow  may 
be  4s.  in  the  £,  and  6s.  in  the  £ in  Renfrewshire. 

19.051.  Mr.  Pretyman:  Would  he  pay  tax  on  his 
whole  income  in  each  place? — Yes,  but  the  more  of 
the  income  you  bring  into  the  ambit  of  taxation, 
the  less  the  man  has  to  pay  per  pound. 

19.052.  Take , two  men,  each  having  an  income  of 
£500  a year.  One  man  resides  and  has  the  whole 
of  his  property  arising  in  one  locality;  the  other 
man  has  his  property  and  receipts  in  two  different 
localities.  In  each  case  the  local  tax  is  4s.  in  the  £. 
One  man  would  be  taxed  4s.  in  the  £ in  one  place 
on  his  whole  income  of  £500.  Would  you  suggest  the 
other  man  should  be  taxed  twice  over  4s.  in  the  £? — 
He  is  to-day. 

19.053.  Excuse  ma;  he  is  only  taxed  on  that  part 
of  the  property  which  is  in  that  place,  not  on  the 
rest? — If  he  has  got  two  places  to-day  and  one  man 


has  an  income  of  £500,  and  he  lives  iu  Glasgow  and 
the  other  man  has  an  income  of  £500,  and  he  has  a 
place  in  Glasgow  and  a place  in  Edinburgh,  he  is 
taxed  m Glasgow  and  in  Edinburgh. 

19.054.  But  not  on  £500? — He  is  taxed  on  his  total 
value. 

19.055.  One  man  has  £500  in  Glasgow  alone,  and 
another  man  has  £250  in  Glasgovy  and  £250  in 
Edinburgh.  At  present  the  first  man  is  rated,  as  we 
call  it,  or  taxed,  if  you  like,  on  the  £500  in  Glasgow, 
and  the  other  man  is  taxed  on  the  £250  in  Glasgow 
and  on  the  other  £250  in  Edinburgh;  therefore  they 
each  pay  on  the  same  basis? — Yes. 

19.056.  But  under  your  system  the  man  would  be 
taxed  on  his  whole  income  of  £500  both  in  Edinburgh 
and  in  Glasgow,  and  he  would  therefore  pay  twice 
over.  He  would  pay  8s.  in  the  £ instead  of  4s.? — 
He  might. 

19,067.  He  could  not;  he  might  have  to  pay  25s. 
in  the  £.  Supposing  his  property  was  in  six  places? 
— It  would  all  depend  on  where  the  man’s  property 
was;  and  we  are  paying  to-day. 

19.058.  Do  you  know  that  this  Commission  is  now 
considering  double  taxation  within  the  Empire, 
which  has  created  an  immense  difficulty^  because 
people  are  taxed  twice  because  part  of  their  property 
is  in  a Dominion  and  part  is  here.  That  is  the  very' 
same  problem;  and  this  would  be  ten  times  worse? — 
(Mr.  Lyon ) : But  we  also  hold,  at  the  present  time, 
that  the  faultiness  of  the  present  taxation  allows  a 
man,  for  instance,  to  come  to  Glasgow  and  take  an 
office  and  earn  possibly  £2,000  or  £3,000  a year  and 
pay  a rental  of  possibly  £25,  and  then  he  leaves 
Glasgow  at  night  and  resides  in  the  suburbs  and  pays 
no  taxation  in  Glasgow  beyond  taxation  in  respect 
of  the  £25.  We  say  that  is  even  a worse  case  under 
the  present  system  than  you  are  trying  to  point  out 
to  us. 

19.059.  There  may  be  an  evil,  in  that  direction, 
which  might  be  dealt  with,  but  I do  not  think  you 
would  mend  matters  much,  because  you  would  be 
imposing  a form  of  tax  which  would  be  absolutely 
impossible  that  because  a man’s  property  was  :n 
two  or  three  places  he  should  pay  two  or  three  times 
the  amount  of  the  tax  that  another  man  pays  who 
has  all  his  property  in  one  place? — We  believe  there 
are  people  in  the  country  who  can  find  a remedy  for 
that. 

19.060.  It  is  for  you  to  defend  your  own  proposition, 
is  it  not? — (Mr.  Walker ):  We  are  quite  ready  to 
defend  that,  but  we  did  not  come  here  to  defend  local 
taxation  on  an  Income  Tax  basis.  (Mr.  Lyon) : If 
you  will  allow  me,  we  did  not  come  here  to  go  into 
details  with  people  who  are  paid  high  salaries  for  find- 
ing a method  of  dealing  with  a problem  of  that  kind, 
and  tell  them  something  that  they  do  not  know ; but 
we  believe  that  if  they  applied  their  brains  to  it  they 
could  deal  with  it. 

19.061.  Mr.  Armitag e-Smith:  It  has  been  suggested 
to  us  that  there  is  an  objection  both  on  the  part  ol 
the  employer  and  on  the  part  of  the  workman  to 
deduction  of  tax  from  wages.  So  far  as  concerns  the 
objection  of  the  workman,  is  there  anything  more 
in  that  than  the  natural  objection  to  the  disclosure 
of  the  workman’s  whole  income  from  all  sources? — 
(Mr.  Walker) : We  have  already  been  asked  that 
question  and  our  answer  was  that  under  what  we 
are  suggesting  the  man  would  not  disclose  that  to 
the  employer. 

19.062.  That  is  the  very  point  I want  to 
bring  out.  What  I asked  you  was,  is  there  any 
objection  on  the  part  of  the  workman  other  than 
disclosure  of  his  whole  income?- — We  know  of  none 
other. 

19.063.  And  your  proposal  is  not  obnoxious  to  that 
objection? — We  do  not  think  so. 

19.064.  Mr.  Synnott : Does  paragraph  6 in  your 
statement  mean  that  if  a man  is  married,  his  income 
would  be  £250  before  he  would  pay  any  tax? — Yes. 

19.065.  If  he  had  a child',  it  would  be  £290? — Yes. 

19.066.  It  is  really  £250  for  the  married  man,  and 
£130  for  the  bachelor? — Yes. 

19.067.  Your  test  is  ability  to  pay.  Have  you  con- 
sidered at  all  any  modification  of  that  in  the  case 
where  there  is  a household.  Supposing  there  is  a 
man  earning  £3  a week,  and  he  has  a daughter  earn- 
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iug  £2  a week,  and  a son  earning  £2  10s.  a week; 
that  is  £7  10s.  in  all.  Would  you  apply  the  test  of 
ability  to  pay  to  that  household?— Your  taxation  is 
not  based  on  groups;  it  is  based  on  the  individual. 

19.068.  If  you  find  those  individuals  living  together 
in  a combined  household,  is  not  the  ability  of  the 
individual  to  pay  rather  enlarged? — You  could  apply 
the  same  argument  to  a group  of  families  living 
together  in  a big  establishment,  where  they  reduced 
all  their  cooking  and  laundry  bills  to  a fine  art,  and 
reduced  them  to  the  lowest  point. 

10.069.  I am  only  dealing  with  a state  of  things 
that  you  know  exists  as  a fact? — Yes,  but  your 
taxation  is  all  on  the  individual ; it  is  not  on  groups. 

19.070.  In  the  case  of  collecting  by  the  employer 
would  it  be  easier,  instead  of  having  “a  tax  based  on 
a poundage  of  the  income,  that  you  should  have  say, 
6 d.  a week  from,  say,  £130  to  £200,  or  Is.  a week  from 
£200  to  £250,  and  so  on.  Would  not  that  make  the 
accounts  easier,  and  the  collection  easier,  if  you  get 
roughly  the  same  result? — All  that  we  state  is  that 


a system  would  have  to  be  devised.  Of  course  you 
would  naturally  devise  the  most  simple  system  you 
could.  _ J 

19.071.  You  know  the  objection  to  applying  a per- 
centage rate  to  Bmall  incomes.  You  get  into  very 
small  figures?— Yes,  there  is  that  difficulty. 

19.072.  Is  there  not  also  this  objection;  we  have 
had  evidence  given  before  us  that  certain  persons 
absolutely  decline  to  work  and  earn  wages  beyond 
the  Income  Tax  limit,  for  the  purpose  of  avoiding 
payment  of  the  tax.  You  would  get  rid  of  that 
notion,  would  you  not,  if  you  did  it  that  way?— Yes 

19.073.  When  they  adopted  the  National  Insurance 
scheme,  they  advisedly  adopted  what  I may  call  flat 
rates,  in  order  to  avoid  this  difficulty  of  percentages? 
— We  are  not  wedded  to  a percentage. 

^ 19,074.  Chairman:  I think  that  the  whole  of  the 
Commission  are  quite  gratified  that  you  two  gentle- 
men have  been  thinking  over  this  matter.  We  are 
very  much  obliged  to  you  for  coming  here  this  after- 
noon.— Thank  you. 


Mr.  George  Barker,  and  Mr.  Frank  Hall,  on  behalf  of  the  Miners’  Federation  of  Great  Britain  called 

and  examined. 


The  witnesses  handed  in  the  following  statements 
as  their  evidence-in-chief:  — 

Evidence-in-chief  of  Mr.  George  Barker,  Member 
of  the  National  Executive  of  the  Miners’  Federation 
of  Great  Britain,  on  behalf  of  the  Miners’  Federation. 

19.075.  (1)  During  the  last  three  years  many 
resolutions  have  been  passed  at  the  Miners’  Con- 
ferences protesting  against  the  taxing  of  income  at 
the  point  immediately  above  £120,  when  the  income 
exceeds  £130  per  annum.  The  miners  contend 
with  much  force  that  the  assessable  point  is  much 
too  low  at  which  to  begin  to  tax  income. 

19.076.  (2)  On  at  least  three  occasions  Mr.  Bonar 
Law,  while  Chancellor  of  the  Exchequer,  was 
approached  by  deputations  upon  this  question.  On 
one  occasion  the  deputation  represented  the  whole  of 
the  organised  workers  of  Great  Britain,  which  shows 
that  the  discontent  is  very  general  in  its  character. 
Abatements  have  been  made  from  time  to  time,  but 
the  position  is  still  very  unsatisfactory.  This  is  not 
because  our  members  are  opposed  to  the  principle  of 
direct  taxation  ; it  is  because  the  taxable  point  is 
below  the  margin  of  income  necessary  for  a reasonable 
standard  of  subsistence,  and  is,  therefore,  injurious 
to  the  individual  and  detrimental  to  the  national 
well-being. 

19.077.  (3)  Many  efforts  have  been  made  to  get  the 
taxable  point  raised,  but  it  still  remains  at  £120. 
This  amount,  the  Commission  will  know,  is  only  equal 
in  purchasing  power  to  about  £55  16s.  3d.  before  the 
war,  owing  to  the  cost  of  living  having  increased  to 
115  per  cent,  as  at  August  1st,  1919,  according  to  a 
statement  made  in  the  “Labour  Gazette”  for 
August  last.  This  means  that  the  pre-war  20s.  is 
now  only  equal  to  about  9s.  4d. 

19.078.  (4)  The  taxable  point  for  a married  man  is 
£170,  but  his  economic  position  is  worse  than  that 
of  a single  man.  If  £120  is  insufficient  for  the 
adequate  maintenance  of  one  person,  then  £170  is 
still  less  adequate  for  the  upkeep  of  two  persons, 
hence  the  more  dependants  a wage-earner  has,  the 
worse  his  financial  position  becomes,  even  if  he  does 
get  an  abatement  of  £50  for  his  wife.  Therefore, 
we  are  driven  back  to  the  main  issue,  namely,  the 
point  at  which  taxation  should  begin  for  the  wage- 
earner. 

19.079.  (5)  Before  the  outbreak  of  war  in  1914, 
incomes  up  to  £160  were  free  from  Income  Tax. 
Above  that  point,  and  up  to  £500,  the  tax  was  9d. 
in  the  £.  This  gave  the  wage-earner  exemption  if 
his  average  wage  did  not  exceed  £3  Is.  6d.  per  week. 
No  one  ever  thought  this  untaxed  sum  too  high,  or 
even  thought  of  taxing  it  direct.  If  the  war  basis 
of  value  were  in  operation  to-day,  and  allowance 
were  made  for  the  increase  in  the  cost  of  living, 
the  amount  of  income  exempt  from  the  tax  would 
be  £344,  oi*  £6  12s.  4d.  per  week,  and  the  tax  would 


be  9d.  in  the  £ instead  of  2s.  3d.  as  at  present,  or  an 
increase  of  200  per  cent,  above  the  1914  figure.  It 
is  noteworthy  that,  compared  with  the  year  1914, 
33  per  cent,  more  income  is  brought  within  the  ambit 
of  taxation,  even  if  the  value  of  the  £ were  the  same 
instead  of  only  being  worth  9s.  4d. 

19.080.  (6)  It  is  contended  in  defence  of  the 
present  assessment  that  the  taxable  point  of  £120 
only  applies  to  single  men.  In  reply,  we  say  that  the 
amount  is  too  little  to  enable  a single  man  to  live  in 
decency.  Take  the  case  of  a single  man  whose  wages 
are  £131  per  year.  This  is  only  equal  to  £60  18s.  7d. 
pre-war  wage,  or  about  £1  3s.  5d.  per  week.  Yet 
the  Government  tax  this  man  £1  per  year. 
Our  workmen  are  in  rebellion  against  it,  and  are 
going  to  prison  rather  than  pay  it.  I state  this  in 
no  intimidatory  sense,  but  as  a simple  fact. 

19.081.  (7)  Further,  in  regard  to  workmen  having 
persons  dependent  upon  them,  the  exemption  figure 
is  the  important  matter  for  them.  The  abatement  is 
calculated  from  there.  A married  man  gets  an  abate- 
ment of  £50  for  his  wife.  This  reduces  the  amount 
of  his  tax  by  £5  12s.  6d.  If  he  earns  £181  in  a year, 
this  is  equivalent  to  £84  3s.  9d.,  or  £1  12s.  4d.  per 
week  in  1914.  Out  of  this  meagre  sum  two  adult 
persons  have  to  be  maintained,  rent  and  rates  have 
to  be  paid,  and  he  has  to  pay  £1  4s.  9d.  Income 
Tax  per  annum. 

19.082.  (8)  It  is  no  exaggeration  to  say  that  Lhe 
tax  as  now  levied  is  unreasonably  burdensome;  it 
weighs  very  heavily  on  the  life  of  the  working  people, 
and  plays  a large  part  in  causing  and  intensifying 
the  present  condition  of  unrest. 

19.083.  (9)  The  Miners’  Federation,  therefore, 
strongly  urge  that  no  tax  should  be  levied  on  incomes 
below,  at  least,  £250  per  year.  This  sum  is  only 
equivalent  to  £116  5s.  7d.  before  the  war,  or  £2  4s.  lOd. 
per  week,  as  compared  with  £3  Is.  6d.  in  1914.  The 
present  abatements  should  be  so  increased  that 
workers  maintaining  dependants  should  have  an 
income  at  least  equivalent  to  £3  pre-war  wage  per 
week  before  being  called  upon  to  pay  Income  Tax. 

19.084.  (10)  The  Miners’  Federation  considers  that 
these  proposals  are  reasonable  and  just,  and  believe 
they  will  commend  themselves  to  the  judgment  of 
the  Commission. 

[This  concludes  the  evidence-in-chief  of 
Mr.  G.  Barker.'] 

Evidence-in-chief  of  Mr.  Frank  Hall,  on  behalf  of 
the  Miners’  Federation  of  Great  Britain. 

19.085.  (1)  I am  appointed  by  the  Executive  of  the 
Miners’  Federation  of  Great  Britain  to  give  evidence 
on  behalf  of  its  members.  The  last  occasion  on 
which  it  was  considered  was  in  July  at  their  Annual 
Conference  at  Keswick,  when  the  following  resolution 
was  passed:  — 
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“ That  this  Federation  urges  the  Government 
to  so  amend  the  Income  Tax  law  so  that  no 
incomes  under  £250  be  subject  to  taxation,  and 
that  all  other  allowances  for  dependants,  tools, 
clothing,  etc.,  be  continued.” 

19.086.  (2)  Deputations  from  the  Federation  have 
waited  on  the  Chancellor  of  the  Exchequer  in  con- 
junction with  other  bodies.  On  the  last  occasion 
it  consisted  of  the  Executive  Committees  of  the  three 
bodies  forming  the  Triple  Alliance.  There  is  no 
mistaking  the  bitter  feeling'  amongst  the  workers  in 
the  mining  districts  against  the  tax  at  the  limit 
of  £130. 

19.087.  (3)  Very  few  miners  were  called  upon  to 
pay  Income  Tax  in  1914 ; indeed  the  average  wage 
was  only  £82  per  annum.  The  inflation  of  wages  at 
the  present  time,  consisting  of  a war  bonus,  war 
wage  and  San  key  Award,  is  due  entirely  to  increased 
oost  of  living.  Exception  may  be  taken  to  the 
Sar.key  Award  of  2s.  per  day.  I must  remind  the 
Commission  that  Is.  a day  was  offered  by  the  Premier 
as  due  to  the  miners  since  the  previous  war  wage 
increase.  Hence  the  tax  on  wages  is  on  the  increase 
given  to  meet  the  increased  cost  of  living. 

19.088.  (4)  In  September,  1918,  the  average  earn- 
ings were  £169  per  annum.  The  men  in  consequence 
of  what  they  regard  as  unreasonable,  resent  very 
strongly  this  imposition  of  a tax  on  a wage  secured 
to  meet  the  extra  cost  of  living.  The  wage  consists 
of  the  following  amounts:  War  Bonus,  2s.  per  day; 
Flat  Rate  War  Wage,  3s.  per  day;  Sankey  Award 
(half)  Is.  per  day  = 36s.  per  week  = £93  12s. 
per  annum.  This  added  to  the  pre-war  limit  of 
£160  makes  a total  of  £253  12s.  The  contention  of 
the  men  is  well  founded  in  asking  that  these  increases 
should  not  be  taxed.  In  other  words,  alter  the  limit 
to  £250,  when  the  men  would  he  placed  approximately 
in  the  pre-war  position. 

19.089.  (5)  The  men  further  contend  that  they 

spend  a large  percentage  of  their  wages  in  commodi- 
ties which  have  been  specially  taxed  for  war  purposes. 
1913/14;  Tea,  duty  5d.  lb.,  revenue  £6-5  millions; 
1918/19:  duty  Is.  lb.,  revenue,  £14  millions. 
1913/14:  Sugar,  duty  9s.  4d.  cwt.,  revenue,  £3-3 
millions;  1918/19:  duty  25s.  8d.  lb.,  revenue, 
£28-2  millions ; Coffee  and  Cocoa,  very  small  increases. 
Total  revenue  in  1913-14  from  tea,  sugar,  cocoa, 
chicory  and  coffee,  £10-8  millions.  Total  revenue  in 
1918/19  from  tea,  sugar,  cocoa,  chicory  and  coffee, 
£45  millions.  Increase,  £34-2  millions.  Tobacco, 
1913/14:  3s.  8d.  per  lb.  duty;  1918/19:  8s.  2d.  duty; 
revenue,  1913/14:  £18-3  millions;  1918/19:  £40'5 
millions ; increase,  £22-2  millions.  Total  increase, 
£56-4  millions.  ^ 

19.090.  (6)  The  working  classes  are  taxed  equally 
with  the  millionaire  in  purchasing  these  commodities : 
the  lower  the  wage  the  greater  the  contribution  in 
proportion  to  income.  The  worker  should  therefore 
bo  relieved  from  any  direct  tax  on  income  until  a 
point  is  reached  above  subsistence  level ; unless  this 
is  done,  productive  energy  will  suffer  and  output  go 
down.  The  level  of  taxation  must  be  one  that  will 
allow  a reasonable  standard  of  comfort.  £130  does 
not  provide  that  standard.  The  men  feel  they  are 
taxed  unfairly  and  out  of  proportion  to  the  wealthy 
classes.  It  is  this  that  is  responsible  for  workmen 
playing  to  keep  down  income  just  below  the  taxable 
amount. 

19.091.  (7)  The.  increase  in  the  cost  of  living  is  115 
per  cent.;  in  other  words,  the  £1  only  equals  9s.  4d. 
pre-war  value.  The  workmen  have  a habit  of  dividing 
their  wages  by  two  and  contend  they  would  be  paying 
on  a wage  only  equal  to  £74  8s.  43rd.  per  annum. 
Even  if  the  pre-war  limit  of  £160  had  remained  now, 
they  say  they  are  paying  on  a pre-war  basis  of  23s. 
oer  week. 

19.092.  (8)  The  workmen  believe  there  has  been  a 
great  increase  of  wealth  in  recent  years.  I may  point 
out  that  in 

March.  1916 — 29,200  persons  had  incomes  = 

£228.900.000 ; 

March.  1917 — 31,760  persons  had  incomes  = 

£258,600,000 ; 

March.  1918 — 33,000  persons  had.  incomes  = 
£280.000.000. 

In  two  years  there  is  an  increase  in  the  wealthier 


classes  by  3,800  persons,  and  in  the  annual  income  of 
each  person  by  £700.  The  subscriptions  to  new  capital 
during  recent  years  indicate  the  injustice  of  the  tax 
the  workmen  complain  of,  as  these  subscriptions  are 
not  from  the  workers. 

£ 

1914  512,222,600 


1915 

1916 

1917 

1918 


685,241,700 
585,436,400 
1,318,596,000 
1,. 393, 381, 400 


The  new  savings  effected  in  this  country  during 
the  war  cannot  be  put  at  less  than  £5,000  millions. 
The  bonuses,  or  share  distribution,  rank  as  addition 
t-o  capital  and  not  income.  In  this  way,  immense 
increment  of  capital  value  has  been  created  and 
passed  into  the  possession  of  the  capitalist  class,  con- 
tributing nothing  to  taxation.  Dr.  J.  C.  Stamp 
places  the  net  addition  to  individual  wealth  at 
£5,250  millions. 

19,093.  (9)  I understand  that  the  Revenue  authori- 
ties estimate  the  loss  to  the  Exchequer  by  raising  the 
limit  from  £130  to  £250  to  be  approximately  £8 
millions.  After  deducting  the  cost  of  collecting,  the 
amount  cannot  be  more  than  £7  millions.  There  is 
enormous  wealth  in  the  country,  much  of  it  arising 
from  war  profits.  It  is  from  this  source  that  the 
amount  could  be  drawn.  In  order  to  impress  on  the 
Commission  the  strong  objection  amongst  the  workers 
through  the  existing  order  of  things,  a resolution  has 
been  sent  on  from  one  of  the  largest  districts  of  the 
Federation  asking  for  joint  action  to  be  taken  and 
not  to  pay  any  further  taxes  under  £250  limit. 

[This  concludes  the  evidence-in-chief  of  Mr.  F.  Hall.'] 


19.094.  Chairman-.  If  it  is  quite  agreeable  to  you. 
we  will  take  your  two  papers  together,  because  we 
have  had  other  evidence  of  a similar  character  to 
the  matters  that  you  have  brought  before  the  Com- 
mission; and  I think  you  can  be  examined  on  the 
two  papers,  and  you  will  answer  according  to  which- 
ever of  you  can  answer  the  particular  question  that 
is  put. 

19.095.  Mr.  Kerly : Mr.  Barker,  your  point  is  that 
the  taxation  limit  of  exemption  should  be  raised  to 
£250  for  a single  man,  with  further  allowances  for 
wife  and  children? — (Mr.  Barker):  That  is  so. 

19.096.  You  fix  upon  that  by  suggesting  that  £250 
is  the  minimum  for  a reasonable  subsistence? — That 
is  so. 

19.097.  What  do  you  mean  by  subsistence — to  pro- 
vide food,  clothing,  lodging;  anything  else? — I think 
a man  should  have  a little  cheerfulness  in  his  life; 
I think  he  ought  to  have  a little  luxury,  too. 

19.098.  Food,  clothing,  lodging  and  a little  luxury? 
—Yes,  a moderate  luxury. 

19.099.  How  much  goes  to  luxury? — I do  not  think 
he  will  get  much  out  of  the  £250. 

19.100.  I want  to  know  how  you  get  at  your  cal- 
culation. How  did  you  in  fact  get  at  the  figure 
£250? — In  the  first  place  the  Miners’  Federation 
saw  the  representatives  of  the  Government  upon  a 
much  lower  figure;  I think  in  the  first  place  it  was 
£160,  but  the  cost  of  living  kept  going  up.  until 
eventually  the  Labour  Party  and  the  Miners’  Federa- 
tion fixed  upon  £250. 

19.101.  I want  to  know  if  there  was  any  calculation 
to  arrive  at  the  figure  of  £250.  If  so,  I should  like 
to  know  what  the  calculation  was,  so  that  I can  see 
if  I follow  it? — In  m^i  paper  you  will  see  I give  the 
reasons  for  it. 

19.102.  You  make  general  observations,  with  which, 
ns  general  observations,  we  all  agree,  but  I do  not 
see  anywhere  any  reasoning  which  leads  to  £250 
rather  than  £200.  or,  for  that  matter.  £500? — The 
£250  is  only  equal,  at  the  present  time,  to  £106  5s.. 
which  is  equal  to  about  £2  per  week  pre-war  value 
of  money,  and  I say  that  that  is  a very  low  figure, 
even  for  an  individual  to  exist  upon  decently. 

19.103.  It  all  depends,  then,  upon  your  assumption 

which  may  be  perfectly  right — that  £106  a year 

before  the  war  was  a very  low  figure,  and  not  mor6 
than  sufficient? — Yes. 

19.104.  That  is  for  a bachelor?— Yes. 
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19.105.  What  is  the  average  family  of  the  people 
you  represent?  May  I take  it  to  be  man,  wife,  and 
three  children? — Yes,  I should  say  five  altogether. 

19.106.  Before  the  war  the  average  family  were 
able  to  live,  were  they  not? — Well,  they  had  to  live, 
or  else  they  would  not  have  been  in  existence,  I 
suppose. 

19.107.  Did  they  live  at  a reasonable  standard  of 
subsistence? — Yes. 

19.108.  Had  they  got  £106  on  an  average? — The 
average  before  the  Commission  that  investigated  the 
matter,  I think,  was  considerably  less  than  £100. 

19.109.  It  was  £82,  according  to  your  own  figure? 
— Yes. 

19.110.  Then,  before  the  war,  they  managed  to  live 
in  a state  of  reasonable  subsistence  at  £82  for  a 
family  of  five? — Are  you  not  examining  me  upon 
Mr.  Hall’s  evidence? 

19.111.  I am  taking  them  both  together.  You  gave 
me  a figure  that  it  was  considerably  less  than  £106? 
— Yes,  that  is  so. 

19.112.  I do  not  want  to  catch  you  in  any  way ; 
I want  to  get  at  the  truth? — Quite  so. 

19.113.  Because  I am  testing  your  evidence,  please 
do  not  assume  that  I am  hostile,  or  that  I do  not 
accept  it. — No,  I will  not. 

19.114.  I want  to  show  you  the  position  you  have 
got  into;  because,  quite  frankly,  I believe  this  £250 
was  arrived  at  as  a sort  of  comfortable  round  sum, 
without  any  consideration  of  the  actual  figures  of 
the  problem.  I may  be  wrong.  So  far,  we  have 
got  it  that  before  the  war  £82  kept  an  average 
family  of  five  up  to,  perhaps  not  a desirable,  but  a 
reasonable,  level  of  existence? — Not  very  reasonable. 

I think. 

19.115.  But  you  said  so.  I asked  you,  and  you 
said  they  lived,  and  their  level  of  subsistence  was 
reasonable.  Do  you  wish  to  modify  that? — I thought 
you  were  referring  to  the  single  man. 

19.116.  No,  I said  the  family,  quite  plainly,  I 
think : the  family  of  man,  wife,  and  three  children. 
Let  us  go  back,  because  this  seems  to  me  to  be 
important,  and  I do  not  want  there  to  be  any  mis- 
apprehension. In  fact,  before  the  war,  the  average 
family  of  man,  wife,  and  three  children  did  live 
on  an  average  income  of  £82? — Yes. 

19.117.  That  is  right? — I suppose  it  is  right. 

19.118.  Is  it  true,  or  is  it  not  true,  that  before 
the  war  the  average  bachelor  could  live  on  substan- 
tially less  than  £82? — It  all  depends  upon  what  you 
call  live.  The  Chinese  live,  and  the  Hindoos  live. 

“ Living  ” is  a very  vague  term. 

19.119.  I know  it  is,  and  that  is  the  difficulty  I 
have  in  your  paper ; there  is  so  much  that  is  vague 
Before  the  war,  what  was  the  comparison  of  the  cost 
of  the  reasonable  necessaries  of  existence  for  a 
bachelor,  and  a man  and  a wife  and  three  children? 
— I have  not  gone  into  that  matter. 

19.120.  It  is  necessary  to  go  into  it,  if  you  are  to 
say  that  a particular  sum  is  not  enough  for  a 
bachelor,  is  it  not? — If  my  paper  is  taken  in  its 
entirety,  it  explains. 

19.121.  Give  me  the  explanation  now,  because  I 
do  not  find  it.  I want  to  know,  before  the  war, 
what  proportion  of  the  oost  of  keeping  a man,  his 
wife,  and  three  children  was  necessary  for  a bachelor 
living  alone  ? — That  is  a question  which  I do  not  feel 
competent  to  answer. 

19.122.  Have  you  not  any  idea? — Well,  I have  been 
a bachelor,  and  I have  been  a married  man,  and  I 
found  that  I could  spend  quite  as  much  money  as  a 
bachelor  as  I could  as  a married  man  ; and  I have 
not  had  a very  luxurious  time. 

19.123.  Let  me  just  go  to  another  point.  Putting 
aside  the  rather  unhappy  people  who  remain  bachelors 
until  late  in  life,  the  bulk  of  the  bachelors  we  have 
to  deal  with  are  unmarried  sons  living  at  home,  are 
they  not? — I suppose  so. 

19.124.  And,  therefore,  bringing  part,  of  their  earn- 
ings into  the  family  excheauer,  and  adding  one  more 
to  the  family  cost? — Tha+  depends  upon  circum- 
stances. 

19.125.  I think  you  can  really  help  us  upon  this. 
Supposing  before  the  war  we  bad.  a grown  up  son, 
a full-grown  young  man  earning  full  wages,  £82, 
and  living  at  home;  how  much  did  he  generally 


give  to  his  mother  for  his  keep?-  That  depends  npon 
the  disposition  of  the  son.  v 

19.126.  Supposing  he  was  a good  son?— If  he  was 

perhaps  a model  son,  he  would  give  the  whole  and 
he  would  take  something  back  that,  the  parent  gave 
him.  6 

19.127.  Let  us  put  aside  archangels,  and  let  us 
have  a good  average  son?— There  is  no  uniform 
figure.  (Mr.  Hall)  : 16s.  or  18s.  a week.  (Mr. 
Barker)  : Mr.  Hall  says',  if  he  was  paying  his  board! 
he  would  pay  16s.  or  18s.  a week. 

19.128.  That  is  what  I want.  May  I take  that  as 
a fair  sum?— (Mr.  Hall) : Yes,  I should  say  so. 

19.129.  May  I tell  you  that  I happen  to  have  heard 
a great  deal  of  evidence  from  people  who  were 
going  to  be  sent  into  the  Army  a*  to  what 
they  paid  their  mothers,  and  how  they  helped 
their  mothers,  and  that  seems  to  me  to  be  a some- 
what liberal  allowance.  Do  you  think  T may 
take  that  as  right — 16s.  to  18s.?— I should  sav  so. 

19.130.  Mr.  Pretyman:  Before  the  war? 

19.131.  Mr.  Kerly  \ Before  the  war.  Say  Los. 
Then  I may  take  it,  if  you  add  a couple  of  shillings 
for  such  personal  expenses  as  he  would  consider 
necessary  when  he  was  married,  that  he  might  live 
on,  say,  about  17s  6d. ? — Not  possible;  he  would  want 
more  than  that  for  tobacco  money. 

19.132.  More  than  2s.  6d.  a week? — He  would  not 
be  able  to  go  to  a single  picture  palace  on  that,  when 
he  had  paid  for  his  tobacco;  and  then  you  must 
remember  that  there  is  insurance,  and  there  are 
Friendly  Societies,  and  trade  unions,  and  various 
other  little  matters  of  that  sort. 

19.133.  Mr.  Pretyman:  His  clothes? — Yes;  but 
these  are  the  small  things. 

19.134.  Mr.  Kerly:  Would  Mr.  Hall  tell  me  this? 
He  had  got  to  give  his  mother  15s. ; how  much  more 
would  he  want  for  his  necessaries,  including  tobacco? 
— That  is  a varying  amount.  A great  deal  depends 
upon  the  disposition  of  the  young  fellow. 

19.135.  Can  you  not  give  me  a suggestion? — You 
see,  he  has  only  15s.  left,  and  if  ever  that  man  has 
any  idea  whatever  of  having  a home  for  himself, 
well,  naturally,  he  will  probably  be  a bit  more  careful 
than  others. 

19.136.  And  be  saving? — Yes,  it- may  be  so. 

19.137.  There  must  be  something  left,  because  pre- 
sently he  is  going  to  have  a wife  and  three  young 
children,  and  keep  them  all  out  of  the  30s.  What  is 
the  addition  that  his  wife  and  three  children  arc 
going  to  make  to  his  expenses? — And  then  you  must 
remember  that  we  are  dealing  with  an  average 
figure,  rather  than  with  the  earnings  of  a particular 
person.  This  average  figure,  I understand,  includes 
all  the  workers  about  the  mine;  that  would  of  course 
include  the  lads  as  well,  so  that  I should  take  it  that 
in  the  case  of  a man  of  full  age,  probably  his  wages 
would  be  a little  higher. 

19.138.  Suppose  you  took  it  at  £2  a week,  that 
would  be  a generous  figure,  would  it  not? — Probably, 
yes. 

19.139.  Mr.  Brace:  It  all  depends.  If  he  is  a 
collier,  he  would  earn  more  than  £2  a week  ? — Wages 
vary  very  considerably. 

19.140.  Mr.  Marks:  This  is  all  pre-war? — Yes. 

19.141.  Mr.  Kerly  : We  have  now  got  some  in- 
formation on  two  things.  First  of  all,  the  relative 
expenses  of  a single  man,  and  the  relative  expenses 
of  a married  man  with  three  children,  and  also  what 
they  actually  lived  on  before  the  war.  The  next 
thing  I want  to  get  is,  what  is  the  proper  multiplier 
to  bring  these  workers  up  to  the  present  date?  You 
suggest  it  is  2J.  You  say  50s.  now  is  only  the  same 
as  £1  before  the  war? — (Mr.  Barker):  I think  that 
is  not  quite  correct.  -£1  now  is  equal  to  8s.  before 
the  war. 

19.142.  You  put  it  that  £250  is  equal  to  £116 
before  the  war? — Yes. 

19.143.  I have  taken  it,  for  convenience,  to  be  2$ 
t-7  1 ?— Yes. 

19.144.  Then  you  suggest  that  you  must  multiply 
the  pre-war  figures  by  roughly  2J  to  bring  them  up 
to  the  present  data? — You. 
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1.9  145.  Now  I want  to  test  that.  That  is  rather 
more  than  the  difference  in  the  cost  of  food  and 
clothing,  is  it  not?— I had  better  take  the  figures 
given  by  the  Government,  I think. 

19  146.  I think  you  will  find  that  I am  somewhere 
about  right.  Have  you  taken  into  account  that 
rents  have  not  risen? — I think  we  had  better  take  the 
figures  given  by  the  Government.  There  is  a great 
deal  of  grumbling  about  the  loose  way  in  which  the 
Government  has  ascertained  the  actual  increase  in 
the  cost  of  living. 

19.147.  It  would  help  us  a great  deal  if  you  would 
give  us  some  better  method  of  calculation.  We  know 
about  the  rise  in  particular  commodities;  the  diffi- 
culty is  to  find  how  much  of  each  commodity  you 
have  to  take  into  the  consideration  of  the  problem? 
— In  the  “ Labour  Gazette  ” for  October — I dare- 
say you  are  familiar  with  this  paragraph  that  I am 
going  to  read — it  says  this  : “ The  average  level  of 
house  rents  has  only  increased  slightly,  but  the  prices 
of  other  items  have  advanced  very  substantially, 
prices  of  clothing  especially  having  increased  pro- 
portionately much  more  than  those  of  food;  but  th:- 
general  increase  in  the  prices  of  all  the  items 
ordinarily  entering  into  the  working-class  family 
budget,  including  food,  rent,  clothing,  fuel,  light, 
&c.,  between  July,  1914,  and  the  1st  October,  1919, 
is  estimated  at  about  120  per  cent.” 

19.148.  That  makes  the  figure,  not  £250  to  £100, 
but  £220  to  £100.  Now  let  us  apply  that  to  miners 
That  is  general  for  the  whole  of  the  country,  is  h 
not? — As  regards  the  cost  of  living,  I do  u„t  know 
whether  it  would  be  accurate  for  the  whole  of  the 
country;  it  has  been  taken  from  a certain  number 
of  returns  which  are  supposed  to  have  been  typical 
returns. 

19.149.  I suggest  to  you  that  for  the  miners  it  is 
not  so  much.  First  of  all,  the  miners’  rent  is  as  it 
nas,  is  it  not;  it  has  not  increased? — Oh,  yes,  it  has. 

19.150.  How  much? — It  has  increased  in  propor- 
tion to  the  increase  in  local  government  taxation. 

19.151.  He  pays  something  more  in  rates  now? — 
Yes. 

19.152.  How  much? — He  pays  it  through  his  rent. 
Our  people  pay  rates  only  through  their  rent. 

19.153.  I know  the  landlord  is  now  allowed  to  add, 
not  the  whole  of  the  rates,  but  the  addition  of  the 
rates  during  the  war,  to  the  rent,  and  that  is  all  he 
can  add  to  the  rent? — Yes. 

19.154.  How  much  does  that  come  to  in  the  district 
you  represent? — Is  that  relevant?  Because  the  rent 
is  in  the  120  per  cent,  that  I have  referred  to. 

19.155.  In  some  districts  the  rents  have  increased; 
I suggest  to  you  they  have  not  increased  amongst  the 
miners.  May  I explain  that  in  the  district  where  I 
live,  a great  many  people  have  had  to  get  new  houses, 
or  houses  which  have  been  new  for  their  purposes, 
and  they  have  had  to  pay  much  higher  rents  than 
people  of  their  class  used  to  pay  before.  I suggest 
to  you  that  miners,  as  a whole,  pay  the  same  rents 
as  they  did  before  with  the  very  slight  addition  of 
something  extra  for  rates.  Is  that  right? — My 
answer  is  that  it  is  included  in  the  120  per  cent. 
Whatever  it  may  be,  it  is  in  this  figure. 

19.156.  I am  wanting  to  analyze  that  figure.  Can 
you  tell  me  how  many  miners  there  are  within  your 
knowledge,  who  pay,  for  the  same  house,  sixpence  a 
week  extra  for  rent? — I have  not  gone  into  that 
matter ; I have  taken  the  figures  as  published  by  the 
Government;  as  I thought  they  would  not  be  dis- 
puted, and  I do  not  think  they  ought  to  be,  because 
they  are  not  too  favourable,  I am  certain. 

19.157.  I am  only  a seeker  after  knowledge.  Does 
the  miner  pay  more  for  his  fuel? — In  some  cases,  yes. 

19.158.  flow  much? — According  to  the  percentage 
of  increases  in  his  wages — not  upon  the  war  wage. 

19.159.  Does  he  not  get  a certain  amount  of  fuel 
allowed? — In  some  cases  he  does;  in  some  cases  he 
does  not;  it  is  a matter  of  contract. 

19.160.  He  generally  gets  his  fuel  allowed  for  noth- 
ing does  he  not,  as  part  of  his  wages,  of  course? — No, 
not  to  my  knowledge.  There  may  be  cases  in  the 
north  of  England  where  that  is  so. 

19.161.  When  he  has  to  pay  for  his  fuel,  he  pays 
at  a low  rate.  How  much  a ton  does  he  pay  for  his 


fuel,  amongst  the  miners  that  you  know? — The  rate 
varies,  perhaps  more  than  you  would  imagine.  Within 
a mile  of  my  own  house  it  varies  from  10s.  per  ton 
to  19s.  6d.  per  ton. 

19.162.  To  a miner? — Yes. 

19.163.  A miner  pays  19s.  6d.  a ton  for  his  coal? — 

19.164.  What  is  the  average  price,  can  you  tell 
me? — We  have  never  got  averages.  I could  not  tell 
you  the  average.  It  varies.  There  are  plenty  of 
miners  who  pay  5s.  a ton  for  coal  plus  what  we  call 
the  haulage,  which  will  make  about  7s.  a ton,  but 
Mr.  Hall  will  say  something  about  this  point,  because 
he  has  cases  where  the  haulage  has  been  double. 
(Mr.  Hall) : Perhaps  I may  clear  that  up  now,  if 
you  do  not  mind.  I come  from  Derbyshire,  really, 
although  I am  representing  the  Federation.  Mr. 
Barker  is  quite  right  in  saying  that  the  miners’ 
coals  vary  in  the  amount  that  they  have  to  pay  for 
them.  In  some  cases  it  is  absolutely  free;  in  other 
cases  there  is  an  allowance  made  on  the  beam,  that  is, 
in  the  weight  of  the  tram  when  it  goes  over  the 
weighing  machine.  There  is  probably  half  a hundred- 
weight allowed  on  every  tram,  which  causes  an 
accumulation,  and  by  that  process  they  allow  the  man 
coals  at  the  end  of  four  or  five  weeks,  as  the  case  may 
be.  In  that  case  it  would  be  regarded  as  free, 
although  the  men  allow  for  it  in  that  way.  In  other 
cases,  they  pay  up  to  17s.,  18s.,  and  19s.  a ton.  I 
can  give  you  the  companies,  if  you  wish. 

19.165.  No;  I accept  that?— Then  in  all  cases  they 
have  to  pay  for  leading  to  a distance.  What  I mean 
by  “ leading  ” is  the  cartage  from  the  colliery.  That 
is  probably  double  or  treble  in  some  cases.  Where 
they  used 'to  pay,  say  , 2s.,  they  will  now  be  paying 
4s.  'or  5s.  so  that  of  course  some  allowance  must  be 
made  in  that  respect. 

19.166.  It  still  remains  true  that  the  miner,  even 
paying  the  highest  rates,  gets  his  coal  a great  deal 
cheaper  than  the  general  public? — He  gets  it  cheap 
as  compared  with  the  general  public. 

19.167.  You  say  19s.  is  the  highest  figure?— I do 
not  know  of  any  higher  than  that. 

19.168.  In  the  district  I am  familiar  with,  the  cost 
of  coal  is  54s.  per  ton? — Of  course  it  is  all  a matter 
of  comparison  with  pre-war  rates.  My  point  would 
be  this  ; that  in  the  case  of  a man  who  is  to-day  paying 
19s.,  probably  in  pre-war  days  he  would  get  that  for 
7s.  6d. 

19.169.  Now  I will  pass  from  that.  You  l>oth  base 
your  figure  of  £250  for  a bachelor  on  the  question 
of  the  high  cost  of  living? — You  will  notice  in  my 
paper  that  I arrive  at  £250  really  by  a process  of 
reasoning. 

19.170.  Yes,  I have  followed  your  process  of  reason- 
ing. It  starts  with  certain  assumed  premises,  which 
I wish  to  investigate? — I started  with  £160,  which 
was  the  pre-war  Income  Tax  limit.  That  was  not 
assumed. 

19.171.  £160  was  the  exemption  limit  when  Is.  2d. 
was  the  rate  of  tax  ? — That  is  so. 

19.172.  National  exigencies  have  demanded  greater 
sacrifices.  It  may  be  a question  whether  those  greater 
sacrifices  should  be  confined,  as  far  as  Income  Tax 
goes,  to  the  people  who  paid  tax  before,  or  whether 
they  do  not  also  require  that  people  who  did  not  pay 
tax  before  should  now  begin  to  pay.  There  is  that 
point  to  be  considered.  You  say  in  Mr.  Barker’s 
paper  that  your  workmen  are  almost  in  rebellion 
against  the  tax? — (Mr.  Barker):  I do. 

19.173.  The  tax  is  very  unpopular,  we  know.  It  is 
unpopular  outside  the  miners.  Is  not  one  reason 
because  of  the  great  inconvenience  to  a workman,  who 
gets  his  money  week  by  week  and  spends  it  week  by 
week,  that  at  every  quarter  he  has  got  to  find  a lump 
sum  to  pay,  and  he  may  not  have  made  any  saving 
against  it? — I think  that  aggravates  the  situation, 
but  it  is  not  the  real  cause  of  it. 

19.174.  That  is  part  of  it? — The  real  cause,  in  my 
opinion,  is  that  the  man  has  not  got  a reasonable 
standard  of  subsistence  at  the  present  time,  when  the 
tax  commences  at  £130. 

19.175.  Would  you  agree  that  the  fact  that  he  is 
called  upon  to  make  a quarterly  pavmept  is  an 
aggravation  ? — I think  that  that  acts,  of  course,  very 
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awkwardly  sometimes  to  the  man  that  has  to  pay, 
because  at  the  time  he  has  to  pay  he  may  not  be 
getting  anything  like  the  money  that  he  made  when 
he  was  taxed  upon  his  income. 

19.176.  It  is  as  inconvenient  as  it  would  be  for  a 
man  who  now  pays  his  rent  weekly  to  have  to  pay  it 
quarterly.  It  is  the  same  thing,  is  it  not? — I think 
there  is  a great  deal  in  what  you  say,  but  if  he  paid 
his  Income  Tax  every  week,  he  would  still  be  a mal- 
content at  the  point  that  his  tax  is  now. 

19.177.  Supposing,  because  of  national  necessities, 
he  has  got  to  pay  Income  Tax,  and  that  cannot  be 
helped,  would  it  not  be  much  better  for  him  that  he 
should  pay  his  Income  Tax  weekly? — I am  not  pre- 
pared to  endorse  a weekly  payment  of  Income  Tax. 

19.178.  What  do  you  say  to  a deduction  of  Income 
Tax  from  wages,  provided  it  is  so  arranged  that  the 
deduction  is  a proportionate  sum  of  his  wages  and 
will  not  disclose  his  position  to  his  employer  ? — T think 
it  would  be  worse  than  the  present  system. 

19.179.  Why? — To  forcibly  take  the  money  off  him, 
instead  of  him  voluntarily  paying  it;  it  would  be 
reducing  him  to  the  level  of  a serf. 

19.180.  Chairman : Supposing  they  agreed ; if  the 
matter  was  agreed,  he  would  not  be  a serf,  would  he? 
—Not  if  he  agreed  to  it,  but  I am  certain  he  would 
not  agree. 

19.181.  Mr.  Kerly:  All  taxes  are  compulsory,  are 
they  not? — Yes. 

19.182.  Is  a man  a serf  because  he  is  obliged  to  pay 
taxes  ? If  I may  say  so,  you  are  speaking  about  the 
method  of  collecting  the  tax,  not  the  tax  itself;  and 
you  do  not  apply  this  rule  to  anybody  in  the  way  you 
are  applying  it  to  the  miner. 

19.183.  Pardon  me;  surely  you  are  aware  that  as 
regards  all  income  from  investments  it  is  now  uni- 
versally applied.  You  know  that.  It  is  deducted  be- 
fore the  interest  or  dividend  is  paid.  You  know  that  ? 
— Yes,  I must  correct  myself  there. 

19.184.  Do  you  know  that  in  the  civil  service,  be- 
fore a man’s  salary  is  paid,  the  Income  Tax  is  de- 
ducted?—But  do  you  deduct  it  out  of  the  man’s 
salary  ? 

19.185.  Yes,  certainly.  And  it  is  deducted  before 
the  wages  of  a Member  of  Parliament  are  paid? — 
Then  I must  correct  myself,  and  I do  correct  myself. 

I have  never  been  in  that  fortunate  position,  so  I am 
not  sneaking  from  experience. 

19.186.  I rather  infer  from  our  little  conversation 
together  that  a good  deal  of  the  dissatisfaction  of 
the  workmen  with  the  Income  Tax  is  due  to  mis- 
apprehension^ and  I hope  that  when  the  new  method, 
whatever  it  is,  is  adopted,  when  they  have  got 
used  to  it  and  got  to  understand  it,  a great  deal  of 
the  dissatisfaction  will  disappear  ?— May  I just  read 
from  my  evidence  in  paragraph  6 about  the  case  of 
the  single  man.  I think  I have  put  it  in  a very 
condensed  form  there.  “ Take  the  case  of  a single 
man  whose  wages  are  £131  per  year.  This  is  only 
equal  to  £60  18s.  7d.  pre-war  wage,  or  about  £1  3s.  5d. 
per  week.  Yet  the  Government  taxes  this  man  £1 
per  year.” 

19.187.  But  you  have  to  divide  that  by  2^,  you 
know.  £1  now  is  only  equivalent  to  two-fifths  of  that 
before  the  war.  You  have  forgotten  that.  If  you  are 
going  to  bring  one  thing  down  to  £1  3s.  5d„  you  have 
to  bring  the  other  down  to  less  than  10s.  a year?_I 
cannot  dispute  that.  I must  admit  that  you  are  right 
there ; but  I am  taking  the  £131 ; I am  converting 
it  first  of  all  into  pre-war  value,  because  we  must  have 
some  standard  of  value. 

19.188.  I only  suggest  that  if  you  convert  one  sum, 
you  must  convert  the  other  ? — Yes,  I quite  agree. 

19.189.  You  did  not  do  it  in  your  evidence-in- 
chief?  If  he  had  to  pay  10s.  even,  I say  it  is  wrong 
to  tax  a man  at  all  who  has  only  got  twenty-three 
shillings  a week  to  maintain  himself  upon.  I sav  it 
is  wrong  to  do  it,  and  I say,  at  the  end  of  thal^-and 
I say  it  in  a very  friendly  way — “ our  workmen  are 
in  rebellion  against  it,  and  are  going  to  prison  rather 
than  pay  it.”  Now  this  is  a fact.  It  is  confirmed. 
Every  day  in  South  Wales  there  is  someone  going  to 
prison  rather  than  pay  a tax  upon  a basis  of  this 
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19.190.  Mr.  Brace  : Are  you  in  favour  of  taxation 
by  a direct  or  an  indirect  method  of  taxation?— I 
am  in  favour  of  a direct  method  of  taxation. 

19.191.  Then  do  you  know  of  any  better  or  fairer 
system,  if  you  are  going  to  raise  the  revenue  of  the 
country  by  way  of  direct  taxation,  than  upon  income? 
— No,  I do  not;  it  is  the  fairest  way  I know. 

19.192.  Upon  that  ground  I presume  that  unless 
you  have  income  you  do  not  pay  taxes.  If  you  have 
you  pay  taxes.  That  is  the  basis  of  it  ?— That  is  it. 

19.193.  If  you  are  in  favour  of  direct  taxation  as 
a principle,  the  next  question  comes  as  to  whether 
you  are  in  favour  of  workmen  paying  their  propor- 
tion of  the  taxes  for  the  maintenance  of  the  civil 
position  which  we  all  enjoy?— Yes,  I certainly  am  in 
favour  of  them  paying  their  just  proportion  of  tax 
according  to  their  income. 

19.194.  Then  we  come  to  what  is  a just  proportion, 
and  your  point  is  to  arrive  at  w'hat  is  the  just  pro- 
portion that  the  workmen  ought  to  pay? — Yes. 

19.195.  You  are  not  here  making  a special  case  for 
the  miners  as  such,  are  you?— I am  representing 
the  Miners’  Federation  of  Great  Britain,  but  the 
Trades  Union  Congress,  in  September,  also  passed  a 
resolution  similar  to  the  one  that  the  Miners’ 
Federation  have  passed,  that  the  minimum  taxable 
figure  should  he  £250;  so,  in  that  sense,  I am  speak- 
ing for  the  whole  of  the  workers  of  the  country. 

19.196.  You  are  not  here  to  ask  for  preferential 
treatment  for  the  miners? — No. 

19.197.  You  realize  that  if  this  Commission  makes 
a recommendation,  it  cannot  make  a recommendation 
to  exempt  the  miners  from  any  taxation,  leaving 
other  workmen  to  pay;  therefore  it  must  be  general 
in  its  application,  must  it  not? — Yes. 

19.198.  Mr.  Kerly  has  been  putting  to  you  some 
searching  questions  as  to  how  you  arrive  at  the  £250. 
and,  if  I may  say  so,  I think  either  yourself  or  he 
has  got  you  into  a rather  awkward  knot  about  it. 
Is  it  not  thel  fact  that  workmen  take  this  view : that 
inasmuch  as  there  was  an  exemption  of  £160  before 
the  Avar,  it  is  unfair  that  there  Should  be  anything 
other  than  at  least  as  good  a relative  exemption 
now?  Is  not  that  the  gravamen  of  their  accusation? 
— Yes,  that  is  so;  I state  that  practically  in  my 
paper. 

19.199.  You  do;  I have  been  looking  at  it;  but  yon 
are  not  putting  it  quite  like  you  are  putting  it  now. 
if  I may  say  so.  If  £160  was  a fair  exemption  limit 
before  the  war,  do  not  the  Workmen  say  that,  talk- 
ing in  present-day  value  language,  they  should  havo 
at  least  that  as  their  exemption  allowance  now? — 
That  is  so. 

19.200.  And  is  not  the  groundwork  upon  which 
you  have  been  working,  as  the  Miners’  Federation . 
to  arrive  at  this  £250,  giving  the  State  a large 
margin  in  favour  of  the  State? — Yes,  a very  large 
margin,  because  the  £250  is  only  equal  to  £106. 
instead  of  £160.  There  is  a very  large  margin  in 
favour  of  the  State. 

19.201.  That  is  the  point  that  T was  expecting  you 
would  bo  putting  to  Mr.  Kerly.  but  you  have  not 
put  it  to  him,  therefore  T am  asking  you  now.  My 
Commissioner  colleagues  will  quite  understand  I put 
these  questions  to  you  with  knowledge,  because  T 
have  been  in  this  business  with  you:  and  T did  not 
quite  understand  how  you  allowed  Mr.  Kerly  to  get 
vou  into  that  channel.  You  have  admitted  that  it 
is  a.  fair  thing  for  workmen  to  pay 'their  share;  vou 
have  admitted  that  the  principle  of  the  Income  Tax 
is  fair,  conditionally  that  we  get  a fair  basis  to 
start  from.  Am  I right  in  assuming  that  the  work- 
men say  that  the  minimum  fair  basis  for  starting 
this  is  £250  a year,  not  because  £250  a year  in  these 
days  is  of  equal  value  to  £160  before  the  war? — 
That  is  so. 

19.202.  And  the  reason  why  they  have  taken  £250. 
instead  of  reducing  the  £160  down  to  the  present 
day  level  is  because  they  feel  that  they  must  bear  a 
share  of  the  extra  charge  necessary  to  meet  the  taxes 
which  the  nation  needs  in  these  days? — Yes. 

19.203.  I understand  that  is  the  case  that  you 
aro  presenting? — That  is  so. 
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19.204.  You  are  making  a demand,  on  behalf-  of 
the  Federation,  for  £250  as  the  limit,  both  for  single 
and  married  men? — Yes. 

19.205.  Will  you  tell  the  Commission  why  you  do 
not  differentiate  between  the  single  and  the  married 
man? — In  paragraph  4 I deal  with  that  point.  I 
say : “ The  taxable  point  for  a married  man  is  £170, 
but  his  economic  position  is  worse  than  that  of  a 
single  man.  If  £120  is  insufficient  for  the  adequate 
maintenance  of  one  person,  then  £170  is  still  less 
adequate  for  the  upkeep  of  two  persons;  hence  the 
more  dependants  a wage-earner  has,  the  worse  his 
financial  position  becomes,  even  if  he  docs  get  an 
abatement  of  £50  for  his  wife.  Therefore,  we  are 
driven  back  to  the  main  issue,  namely,  the  point  at 
which  taxation  should  begin  for  the  wage-earner.” 

19.206.  Do  I gather  from  that,  that  whether  a 
man  is  single,  or  whether  he  is  married,  it  is  the 
considered  judgment  of  the  Miners’  Federation  that 
there  ought  to  be  an  exemption  allowance  of  £250 
a year? — Yes,  it  is. 

19.207.  It  does  not  mean,  from  that,  that  you  do 
not  think  that  in  addition  to  that,  the  married  man 
ought  to  have  exemption  for  his  wife  and  children? 
— No;  I have  dealt  with'  that  point,  also.  I think 
that  the  abatements  should  be  really  increased, 
because  the  more  dependants  a man  has  the  worse 
his  financial  position  becomes.  I take  the  £250  as 
being  really  the  minimum  upon  which  a single  man 
should  be  reasonably  expected  to  maintain  himself  in 
anything  like  decency. 

19.208.  As  the  lowest  existence  limit;  that  is  what 
you  take  for  that? — Yes,  I should  fix  it  at  that, 
at  .any  rate,  whether  I can  metaphysically  justify 
the  thing  or  not. 

19.209.  In  reply  to  Mr.  Kerly,  you  said  that  before 
the  war  the  workman  had  a reasonable  standard  of 
life  ? — No. 

19.210.  Do  you  not  want  to  alter  that  view? — If 
I said  that,  I said  it  under  an  entire  misapprehen- 
sion. I said!  they  existed,  but  I said,  also,  the 
Chinese  existed,  and  the  Hindoos;  that  the  term 
“ existence  ” was  a very  vague  term,  and  we  wanted 
a reasonable  existence.  And  that  would  not,  before 
the  war,  give  a man  a reasonable  existence. 

19.211.  Aire  you  suggesting  to  the  Commission  that 
the  standard  of  existence  wliioh  prevailed  among 
the  working  classes  of  Britain  in  general,  and  the 
miners  in  particular,  before  the  war,  is  not  a 
standard  of  existence  that  will  bring  contentment 
among  those  sections  of  the  community  now? — Yes, 
and  that  it  should  not,  at  any  rate,  be  worsened  by 
taxation. 

19.212.  And  it  is  for  that  reason  that  you  take  the 
£250  as  the  exemption  limit,  in  place  of  the  £160 
which  prevailed  before  the  war? — Yes. 

19.213.  About  the  workman’s  house  coal;  it  differs 
in  many  districts,  as  you  say? — Yes. 

19.214.  But  there  is  a limit,  is  there  not,  to  the 
quantity  that  he  is  permitted  to  have  at  that  rate? — 
Yes. 

19.215.  It  is  limited  to  a low  amount,  which  may 
be  18  cwt.  or  16  cwt.  ? — The  amount  varies.  In  some 
cases  it  is  10  cwt.,  in  some  it  is  16  cwt.,  and  some 
it  is  up  to  20  cwt.  per  month  per  family. 

19.216.  If  that  family  require  more  than  that 
quantity  of  coal,  then  they  have  to  go  into  the  open 
market  and  buy  coal  at  the  same  price  as  the  general 
public,  have  they  not? — Yes,  that  is  so. 

19.217.  In  illness,  or  if  a man  is  working  in  a wet 
place,  so  that  he  has  to  dry  his  clothes  at  night,  does 
the  amount  of  coal  at  the  cheap  rate  cover  all  that  he 
requires  at  his  home? — Under  certain  circumstances 
it  does  not. 

19.218.  Is  it  unusual  for  a workman  to  have  to  buy 
coal  at  the  market  rates,  upon  occasion? — No;  taking 
it  generally  throughout  the  mining  area,  it  is  not 
unusual. 

19.219.  Mr.  Kerly  put  to  you  the  proposition  that 
as  the  needs  of  the  nation  are  now  greater  than  they 
were  before  the  war,  it  is  not  an  unfair  proposition 
that  the  workmen  should  be  prepared  to  take  their 
share  of  the  sacrifice  necessary  to  meet  the  national 
necessity.  You  said  you  did  not  think  it  was  unfair? 
— It  is  not  unfair — after  he  has  been  allowed  an 
amount  for  a reasonable  subsistence. 


19.220.  Is  the  workman  paying  any  more  in  taxes 
now,  indirectly  or  directly,  than  he  paid  before  the 
war? — He  is  paying  very  much  more. 

19.221.  It  seemed  to  be  news  to  you  that  an  amount 
of  money  was  collected  by  way  of  Income  Tax  through 
the  system  of  taxation  at  the  source.  If  I tell  you 
that  70  per  cent,  or  more  is  collected  at  the  source, 
what  would  you  say  about  that  as  a principle?  I am 
assuming  all  the  time  that  you  agree  that  the  Income 
Tax  is  fair  as  a principle,  and  that  it  is  fair  that  the 
workmen  should  pay  their  reasonable  proportion. 
Now  I come  to  the  point  as  to  what  is  the  best  system 
to  save  trouble  and  difficulty  in  collecting  what  would 
be  a fair  amount  under  a fair  system.  Is  there  any- 
thing wrong  in  collecting  it  at  the  source? — I dare 
say  it  would  be  advantageous  from  the  standpoint  of 
cost  of  collection  it  would  probably  be  much  less  irk- 
some than  the  present  method,  but  I can  only  say 
that  1 have  not  been  instructed  to  speak  for  the 
Federation  upon  that  principle  of  forcibly  taking 
taxes  from  a man’s  wages.  Personally,  I should  my- 
self prefer  that  it  should  be  done  that  way,  than  to 
be  taken  quarterly,  but  I am  not  instructed  by  the 
Federation  to  give  evidence  upon  that  matter. 

19.222.  You  may  take  it  from  me  that  it  is  the 
fact  that  before  we  get  our  salary  as  Members  of 
Parliament,  small  as  it  is,  they  deduct  the  Income 
Tax  before  they  hand  it  over.  Working  on  that  basis, 
that  70  per  cent,  or  more  of  the  Income  Tax  is 
collected  at  the  source,  you  see  nothing  wrong  in  the 
principle,  do  you  ? I am  assuming  every  time  that  the 
principle  of  Income  Tax  is  fair,  and  that  we  have 
arrived  at  a fair  exemption  allowance;  therefore  the 
only  point  involved  is  the  point  of  collection.  Would 
it  not  be  more  convenient  for  the  workmen  to  have 
a weekly  deduction  of  what  they  owed  by  way  of 
Income  Tax,  than  to  wait  until  the  end  of  the  quarter, 
when  they  would  have  to  pay  a lump  sum?— Yes,  I 
think  so.  That  is  how  I pay  my  tax;  I put  so  much 
by  every  month  for  it. 

' 19,223.  The  trouble  is  this.  You  have  no  difficulty 
yourself,  because  you  are  a careful,  prudent  man, 
and  you  have  a margin;  but  suppose  a workman  and 
his  family  are  right  on  the  border  line,  is  there  not 
a temptation  that  they  should  live  right  up  to  that 
border  line,  with  the  result  that  at  the  end  of  three 
months  they  may  find  it  difficult  to  provide  the  neces- 
sary amount  for  the  tax? — That  is  so;  I think  I have 
answered  that  as  fully  as  I can  in  my  previous 
answer. 

19.224.  I only  want  to  put  this  principle  to  you. 
You  do  agree  that  there  is  nothing  wrong  in  the 
principle  under  which  the  tax  has  to  be  paid,  and 
the  basis  on  which  it  has  to  be  paid;  you  see  nothing 
wrong  in  deducting  it  at  the  source ; but  you  are  not 
authorized,  you  say,  by  the  Federation  to  agiee  to 
this  point? — That  is  so. 

19.225.  Does  it  occur  to  you  as  being  a point  of 
sufficient  importance  that  you  would  remit  it  back 
to  the  Federation,  and  let  the  Commission  have  the 
Federation’s  view  upon  that  later  ? — (Mr.  Kail)  : I 
should  like  to  point  out,  if  I may,  that  it  would  be 
extremely  difficult.  As  you  say,  wages  vary  very 
considerably  at  collieries,  and  I should  imagine  that, 
supposing  that  our  suggestion  of  a £250  limit  was 
accepted,  there  would  be  times  when  the  man  had 
practically  nothing  to  draw ; and  to  deduct  a tax 
weekly  off  a man  would  be  in  some  cases  a very  great 
hardship. 

19.226.  Forgive  me;  let  me  put  it  to  you  again. 
We  are  at  cross  purposes,  I see.  Supposing  t’rat  tho 
man  does  not  pay  Income  Tax  until  he  earns  an  in- 
come of  £250.  If  he  does  not  earn  more  than  £250, 
he  pays  no  Income  Tax,  but  if  he  earns  more  than 
£250  he  pays  Income  Tax.  Is  there  any  difficulty  in 
working  in*  averages  with  such  a system? — I should 
say  there  are  enormous  difficulties. 

19.227.  Taking  a period  of  three  or  five  years, 
working  in  averages,  would  there  be  very  much  be- 
tween the  man  and  the  State  over  that  period?— If 
he  was  paying  during  one  quarter  for  some  other 
quarter,  that  could  possibly  be  done ; but  I can 
imagine  enormous  difficulties  arising  in  it;  because 
you  must  first  get  the  man’s  average,  and  prove 
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that  he  is  exceeding  the  £250,  plus  all  the  necessary 
rebates  that  he  would  be  entitled  to ; then  you  would 
have  to  send  that  all  back  to  the  employer;  then  he 
would  have  to  regulate  it,  and  deduct  it,  p.'obably, 
weekly  for  a given  quarter.  It  could  be  done,  but. 
1 can  see  enormous  difficulties. 

19.228.  You  see  nothing  wrong  in  the  principle, 
conditionally  with  the  administrative  difficulties 
being  overcome  ?— Only  that  it  would  be  one  of  those 
things  that  I should  say  the  workmen  ought  to  ex- 
press an  opinion  about,  through  the  Federation. 

19.229.  I am  saying  that.  What  I am  trying  to 
get  from  you  gentlemen  is  this.  Granted  that  the 
principle  of  Income  Tax  is  proper,  and  that  the 
basis  is  just;  in  the  method  of  collection  is  it  or  is  it 
not  more  advisable  for  the  man  to  pay  his  obligation 
under  this  tax,  which  is  fair  and  justly  based, 
weekly,  sooner  than  wait  for  an  accumulated  tax  to 
be  due,  which  he  may  find  difficulties  in  meeting 
when  the  time  for  payment  comes? — He  has  those 
facilities  now;  he  can  take  stamps,  I believe,  from 
the  post  office,  to  the  amount  which  he  believes  he 
has  to  pay  at  the  end  of  the  quarter,  and  they 
accumulate;  so  that  he  has  all  those  facilities. 

19.230.  There  is  nothing  in  the  point,  if  the  man 
desires? — If  the  man  desires. 

19.231.  Supposing  he  does  not  desire?— If  he  does 
not  desire,  there  it  is. 

19.232.  I put  the  point  to  you.  There  is  nothing 
wrong  in  my  asking  you  to  carry  this  back  to  the 
Federation  executive,  and  ask  for  a discussion  upon 
it,  with  a view  to  letting  us  know  what  would  be 
the  considered  judgment  of  the  Federation  men,  is 
there? — None  whatever. 

19.233.  Are  you  prepared  to  do  that? — Yes. 

19.234.  Sir  J . Harm  ood-Banner : You  have  spoken 
entirely  about  the  colliers,  in  regard  to  your  paper? 
—(Mr.  Barker)  : Ye3;  I am  instructed  by  the  Miners’ 
federation  to  give  evidence  on  their  behalf. 

19.235.  As  being  men  living  on  a very  small 
margin.  Do  not  the  colliers  in  most  districts  com- 
pare very  favourably  with  the  wages,  the  expenditure, 
and  the  comforts  of  agricultural  labourers,  engineers 
ironfounders,  cobblers,  tailors,  shop  people,  and 

clerks  in  the  districts  in  which  they  reside? They 

have  looked  after  themselves  in  that  sense  through 
their  organisation. 

19.236.  The  colliers  have  looked  after  themselves? 

—Yes  the  colliers  have  looked  after  themselves 
through  their  organisation,  so  that  they  have  kept 
themselves  as  well  off,  probably,  as  the  average 
artisan.  6 

19.237.  So  that  if  you  were  to  be  freed  from  any 
contribution  towards  expenses  connected  with  the 
present  difficulties,  you  would  also  have  to  free  all 
the  other  people  who  really  are  not  at  present  quite 
as  well  oft  as  yourselves  ?— Yes ; there  would  be  a 
very  much  stronger  reason  why  they  should  be  freed 
“ they  were  worse  off  than  the  collier.  I think  that 
the  collier  has  got  nothing  to  spare  even  now. 

19.238.  You  have  said  a good  deal  about  the  ex- 
pense of  dependants;  but  is  it  not  rather  a <aet  that 
in  colliery  districts,  dependants,  after  a certain  age 
are  a source  of  considerable  wealth  to  the  collier?— 
Between  the  ages  of,  say,  15  and  19  or  20,  if  a son 

S0IL  ,fami|y  certainly  gets  some  recom- 
pense for  what  they  have  spent  in  training  and 
rearing  the  son  up  to  the  point  when  he  begins  to 
work.  That  is  evident. 

19  239.  And  you  can  really,  in  a colliery  district 
point  to  very  many  houses  where  they  are  getting 
very  considerable  incomes,  in  the  family  together, 
towards  the  necessities  of  the  home?— I dare  sav 
there  are  families  of  that  character  amongst  the 
miners;  and  there  are  families  of  quite  a different 
character,  people  with  a lot  of  little  children  to  keep, 
business7  ^ Pe°ple  wll°  are  veiT  heavily  by  this 

19,240.  I only  put  to  you  the  fact,  because  it  has 
been  suggested  that  a widow  with  children  is  a very 
desirable  person  m a colliery  district,  because  of  the 
additional  wealth  she  brings  into  her  home  when  she 
marries.— I should  like  to  put  this  point  on  behalf 


of  the  much  despised  single  man.  When  I have 
been  talking  to  single  men  on  this  question,  they 
say  they  have  potential  responsibilities;  they  have 
to  prepare  for  the  day  when  they  get  married;  and 
they  have  in  many  cases  to  help  old  and  infirm 
parents  and  other  relatives.  The  single  man  is  not 
altogether  in  the  ideal  position  that  he  is  painted 
very  often.  ’ 

19.241.  Is  it  not  the  fact  that  the  collier  really 
is  better  off  than  almost  every  other  class  of  the 
community,  in  having  an  outlet  for  those  dependent 
upon  him,  in  the  shape  of  wages  which  commence 
at  a high  point,  so  that  he  has  a very  considerable 
revenue  for  his  dependants  and  his  children,  much 
more  than  any  other  class  of  the  community? — No 
there  are  plenty  of  classes  better  off  than  the  collier 
now.  He  is  not  really  the  millionaire  yet  that  he 
is  depicted  to  be,  and  he  does  not  get  those  pianos 
and  motor-cars,  and  all  that  kind  of  thing,  that 
some  of  the  papers  have  said  he  has.  He  is  not 
so  well  off  as  that. 

19.242.  We  are  not  putting  that;  we  are  putting 
it  that  he  is  not  the  ill-fed,  ill-clad,  miserable  indi- 
vidual that  I would  rather  suggest  you  were  putting 
his  position  to  be? — There  is  plenty  of  hardship 
amongst  the  miners  now — men  who  are  earning  low- 
wages,  with  heavy  families.  A man  who  has  three 
or  four  children  to-day  has  nothing  to  spare,  with 
the  present  cost  of  living. 

19.243.  Mr.  Mackinder : There  is  only  one  point, 
and  I want  to  address  it  to  Mr.  Hall.  I want  to 
take  this  one  step  further,  if  I may,  in  the  discussion 
that  went  on  between  you  and  Mr.  Brace  just  now. 
You  have  very  usefully  undertaken  to  address  a 
question  to  your  organisation  in  regard  to  the  weekly 
deduction  at  the  source  of  Income  Tax  from  wages. 

I imagine— you  will  tell  me  if  it  is  not  so— that  the 
discussion  will  turn  a good  deal  on  the  machinery 
for  collection,  and  the  difficulties  of  that?—  (Mr. 
Hall) : At  the  present  time,  do  you  mean  ? 

19.244.  No.  You  have  undertaken  to  ask  your 
organisation  whether  they  would  object  to  the  collec- 
tion of  Income  Tax  at  the  source;  I mean  by  deduc- 
tion from  weekly  wages? — Yes. 

19.245.  If  I understood  your  conversation  with 
Mr.  Brace  correctly,  the  chief  difficulty  that  you 
have  in  your  mind  is  not  one  of  principle  at  all, 
but  it  arises  on  the  details  of  the  machinery,  namely, 
that  there  would  be  different  rates  for  the  different 
men? — That  is  so. 

19.246.  I am  correct,  am  I not,  in  this  supposition ; 
v,  ,in}a§ine  I am>  but  you  will  tell  me  whether  you 

think  I am  or  not:  that  the  discussion  in  your 
organisation  is  likely  to  turn  precisely  on  the  points 
that  suggest  themselves  to  your  mind,  namely,  the 
difficulties  in  regard  to  the  different  rates  of  collec- 
tion for  the  different  men? — I do  not  know  whether 
that  would  be  so.  I think  we  would  have  to  deal 
with  it  as  one  of  principle ; but  the  other  matter  of 
collecting  it  is  one  of  detail  and  would  have  to  be 
met  between  the  local  Surveyor  and  the  colliery 
themselves. 

19.247.  I want  to  ask  your  personal  opinion  on  a 
constructive  suggestion  that  has  been  made  to  us  by 
a great  organisation  of  working  men.  Their  sugges- 
tion is  that  you  should  deduct  the  allowances  before 
you  start  taxation;  that  is  to  say,  that  instead  of 
taxing  a man  who  has  got  £131  (if  you  take  the 
present  rates)  on  the  first  £11,  you  would  tax  him  on 
the  first  £1.  At  the  present  moment  you  deduct 
£120,  and  you  tax  him  on  £11? — That  is  so. 

19.248.  Instead  of  that,  they  propose  that  you 
should  take  the  £130  right  off,  and  tax  him  on  £1 ; 
or,  if  he  had  got  a wife  allowance — I take  the  pre- 
sent allowance  of  £50 ; that  would  give  him  £170 — 
they  propose  it  should  be  a considerably  larger  sum 
than  that — that  having  added  the  wife  allowance, 
you  should  then  start  taxing  the  first  pound  after  that. 
That  is  their  first  thing.  Then  they  say  they  would 
deduct  by  a flat  rate,  so  much  in  the  pound  from  all 
wages.  Then  they  would'  give  something  in  the 
nature  of  a ticket,  or  a receipt,  for  that.  On  the 
other  hand,  you  would  have  the  Surveyor’s  office 
like  a counter,  always  open,  and  instead  of  the  pre- 
sent long  delays,  you  would  have  a prompt  settle- 
ment with  the  Surveyor;  tha/t  is  to  say,  the  Surveyor 
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would  take  into  account  what  deductions,  and  so  on, 
you  are  entitled  to>,  and  he  would  say:  “ there  is  so 
much  which  would  be  due,”  and  he  would’  cash  so 
many  of  youi-  tickets  as  you  are  entitled  to  have 
cashed  after  you  have  paid  your  Income  Tax.  You 
can  see  that,  without  going  into  all  the  details  of  the 
thing,  you  may  have  a system  like  that.  It  has 
been  suggested  to  us  by  a great  organisation  of 
working  men  that  you  may  have  a system  devised' 
such  that  the  employer  would  never  have  to  go  into 
the  differences  of  the  family  situation  and  the  money 
situation  of  different  men ; and.  in  the  second  place, 
that  the  workman  himself  would  never  have  to  wait 
long  in  order  to  recover  whatever  money  he  is  en- 
titled to.  I need  not  fill  in  all  the  details.  How 
would  you  view  the  proposition  put  to  you  by  Mr. 
Brace  if  you  could  have  some  total  reconstruction  in 
the  direction  of  simplicity  of  that  kind? — I think  I 
should  prefer  Mr.  Brace’s  suggestion. 

19,249.  I do  not  understand  that  Mr.  Brace’s  sug- 
gestion differs  from  mine.  What  I understand  Mr. 
Brace’s  position  with  you  to  be  is  that  you  did  not 
disagree  on  principle ; you  only  saw  the  difficulties 
of  a practical  character? — That  is  so 

19,260.  I was  putting  to  you  a suggestion  that  has 
been  made  to  us  by  a great  organisation  of  working 
men  for  overcoming  the  practical  difficulties? — Not 
having  that  scheme  before  me,  and  not  having  con- 
sidered it,  I do  not  think  it  would  be  wise  to  suggest 
things  about  it. 

19.251.  May  I suggest  that  when  our  evidence  is 
printed,  you  will  find  the  whole  of  the  scheme  set 
out  in  this  morning’s  evidence,  and  if  you  will  look 
at  that,  it  will  be  helpful?— Thank  you. 

19.252.  Mr.  Armitag e-Smith : You  have  given  us 
the  exemption  which  you,  in  your  judgment,  think 
proper,  and  you  have  arrived  at  it  by  translating 
the  previous  exemption  limit  into  terms  of  modern 
currency? — (Mr.  Barker) : Yes. 

19.253.  Have  you  taken  into  account  that  before  the 
war  the  exemption  limit-  of  £160  was  a family  limit, 
and  that  there  was  no  wife  allowance  at  that  time? 
— Yes,  I have  taken  it  in. 

19.254.  Before  the  war  the  limit  for  a married  man 
was  £160,  and  for  a married  man  with  one  child 
it  was  £170?— Before  the  war  there  was  no  tax  upon 
an  income  below  £160. 

19.255.  There  was  an  allowance  of  £10  for  a child? 
— And  the  tax  was  9d.  in  the  £. 

19.256.  I am  only  on  the  allowance  now.  There 
was  an  allowance  of  £10  for  a child,  but  no  allowance 
for  a wife? — Yes,  I think  you  are  right  there. 

19.257.  Now  a man  gets  an  allowance  for,  say, 
three  children  and  for  a wife,  so  that  his  exemption 
limit  is  not  £130,  but  £260?— With  a wife  and  three 
children,  that  is  so. 

19.258.  You  are  aware  of  that  fact?— Yes,  I am 

aware  of  that.  . 

19.259.  In  suggesting  this  exemption  limit  which 
you  think  proper,  you  had  in  mind  the  present  burden 
of  indireot  taxation,  had  you  not? — I had. 

19.260.  Supposing  that  that  burden  of  indirect 

taxation,  as  it  is  at  present,  were  lightened,  would 
that  affect  your  judgment  as  to  the  proper  exemption 
limit? — It  would  affect  it,  but  I still  contend  that 
£250  is  really  the  lowest,  in  the  present  circum- 
stances. . . 

19.261.  It  depends  on  how  much  the  cost  of  living 
went  down.  Of  course  my  argument  is  based  upon 
the  present  cost  of  living.  The  position  would  be 
more  favourable  to  the  payer  of  taxes  if  the  cost  of 
living  went  down.  Other  tilings  remaining  the  same, 
if  indirect  taxation  were  reduced,  pro  tanto,  it  would 
be  an  argument  for  depressing  the  exemption  limit. 
Do  you  admit  that? — I admit  that  the  argument  for 
the  £250  would  be  thereby  very  much  weakened. 

19.262.  You  reallv  agree,  do  you  not? — Yes. 

19.263.  That  if  and  in  so  far  as  the  burden  of  in- 
direct taxation  may  be  decreased,  the  exemption 
limit  may  justly  be  lowered  ? — I say  that  the  argument 
for  £250  is  based  upon  the  present  oost  of  living. 

19.264.  In  which  indirect  taxation  is  a very  great 
factor?— Yes. 

19.265.  Then  there  is  a very  good  reason,  if  indirect 
taxation  is  decreased,  for  reconsidering  the  exemption 
limit  and  lowering  it? — If  you  made  the  oost  of 
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living  lower  than  what  it  was  before  the  war,  I still 
think  that  £120  is  too  little  for  a person.  I am  not 
imagining  a drab,  miserable,  poverty-stricken  life  as 
a typical  life  for  a working  man. 

19.266.  Let  me  put  the  thing  the  other  way  round. 
Supposing  that  the  burden  of  indirect  taxation  were 
doubled,  would  you  still  stick  to  your  exemption 
limits?— No,  I should  not;  I should  raise  it. 

19.267.  Then,  by  parity  of  reasoning,  if  the  burden 
of  indirect  taxation  were  lowered,  would  not  you 
lower  the  exemption  limit? — I think  you  are  entitled 
to  put  it  that  way.  I could  not  argue  against  that,  I 
think. 

19.268.  Mr.  Synnott : With  regard  to  your  para- 
graph 6,  the  example  you  have  given  is  of  a man 
before  the  war  who  had  £131  a year,  and  the  claim 
on  him  by  the  Government  is  £1,  on  existing  taxation. 
That  is  less  than  sixpence  a week.  Are  you  prepared 
to  say  that,  having  regard  to  the  extraordinarily 
difficult  financial  position  that  this  country  has  been 
thrown  into  by  the  war,  sixpence  a week  is  an  unfair 
contribution  to  the  State  in  direct  taxation,  by  a 
man  who  is  getting  £2  10s.  a week? — I do.  I think 
that  a man  who  gets  such  a wage  as  that,  cannot 
afford  to  pay  it.  He  cannot  get  a reasonable  living 
out  of  it,  never  mind  about  the  taxes.  I should  not 
like  to  live  on  it. 

19.269.  Would  not  than  man  spend  at  least,  shall 
I say,  five  to  ten  times  that  sixpence,  in  luxuries? — 
Out  of  that  income? 

19.270.  I do  not  say  that  he  is  not  entitled  to 
spend  it;  I am  very  far  from  saying  that;  but  would 
he  not  do  so? — Out  of  this  income? 

19.271.  I am  taking  it  that  you  are  arguing  it  on 
a pre-war  basis,  and  in  the  next  step  I will  go  to  the 
post-war  basis;  but  that  is  your  proposition  in  para- 
graph 6,  that  sixpence  a week  is  a monstrous  thing 
to  ask  a man  to  pay  out  of  a wage  of  £2  103.  a week? 
— The  present  wage  is  only  equal  to  £60  18s.  7d.  pre- 
war. I must  have  some  standard  of  calculation,  and 
I have  stuck  to  this  standard  all  the  way  through. 

19.272.  But  the  man  has  now  £131  a year,  and  he 
is  asked  to  pay  sixpence  a week.  Do  you  think  that 
is  an  unreasonable  claim  by  the  State? — I do. 

19.273.  With  regard  to  the  limit,  some  questions 
were  put  by  Mr.  Brace.  Is  your  point  that  £250  js 
the  limit  of  reasonable  subsistence? — My  point  is 
that  it  is  the  very  lowest. 

19.274.  The  limit  of  reasonable  subsistence? — And 
I do  not  think  it  would  be  very  reasonable  at  that 
point,  either. 

19.275.  For  a single  man.  That  is  about  £5  a 
week? — Yes. 

19.276.  You  do  not  confine  that  to  miners,  do  you  ? 
— I do  not.  I think  with  the  present  cost  of  living, 
no  man  would  have  very  much  to  spare  with  an 
income  of  £5  a week. 

19.277.  I confine  myself  always,  as  far  as  possible, 
to  direct  questions,  and  I should  like  you  to  oonfine 
yourself  to  direct  answers.  We  are  not  going  to 
discuss  the  merits  of  it  at  all;  will  you  kindly  just 
confine  yourself  to  direct  answers? — Will  you  kindly 
repeat  the  question,  and  then  I will  answer  it. 

19.278.  If  you  say  that  is  the  proper  limit  of  sub- 
sistence, you  cannot  confine  it,  on  principle,  to 
miners? — No,  I would  not  expect  anyone  to-day  to 
live  under  that  figure. 

19.279.  Then  the  principle  is  that  no  workman 
should  get  less  than  £5  a week?— That  is  my  con- 
tontioftv 

19.280.  That  applies  to  all  clerks,  and  to  every- 
body?— Yes,  everybody,  agricultural  labourers,  too. 

19.281.  Has  your  Federation  considered  how  that 
would  affect  the  oost  of  living,  if  applied  to  agricul- 
ture?— The  Federation  has  not  considered  specifically 
the  point  that  you  have  raised ; there  is  no  doubt  it 
would  add  materially  to  the  cost  of  production. 

19.282.  If  you  support  this  principle,  and  ask  us  to 
accept  it,  in  the  particular  case  to  which  you  apply 
it,  you  are  logically  asking  us  to  apply  it  in  other 
directions.  If  you  ask  us  to  admit  the  principle  that 
£5  a week  is  the  limit  of  subsistence  wages,  you  see 
what  the  effect  would  be? — The  answer  that  the 
miner,  I think,  would  make  to  your  question,  is  that 
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there  should  be  a higher  Super-tax,  that  there  should 
be  increased  taxation  upon  those  that  have  got  very 
large  incomes.  ° 

19.283.  Pardon  me ; you  are  going  to  a different 
point  altogether? — That  is  the  answer  to  it. 

19.284.  Your  limit  is  £250  in  the  case  of  a bachelor. 
Now,  just  let  me  work  it  out  in  figures.  What  would 
your  limit  be  for  the  typical  case  put  to  us  of  a 
married  man  with  three  children:  £50  off  for  the 
wife,  £40  for  the  first  child,  £25  each  for  the  next 
two : that  comes  to  £140.  You  must  add  that  on  to 
the  £250  limit,  must  you  not?  You  put  the  limit  at 
£250  for  a bachelor;  what  would  be  the  limit  of 
taxable  income  in  the  case  of  a married  man  with 
three  children?  It  would  be  £390,  would  it  not?— 
Yes. 


19.285.  Would  you  say  that  a family  man  with  an 
income  of  £390  a year— that  is  more  than  £7  a week 
—should  not  pay  one  single  penny  in  direct  taxation 
to  the  State  ? — I do.  I say  if  you  divide  that  by  five, 
the  income  per  head  is  barely  adequate  to  give  a 
reasonable  existence. 

19.286.  You  apply  that,  and  you  must  apply  it, 
to  all  classes  of  the  community? — Yes. 

19.287.  Have  you  considered  how  many  people 
would  be  free  from  direct  taxation  in  that  case?— 
I daresay  it  would  free  the  great  bulk  of  the  working 
classes  from  Income  Tax,  and.  I believe,  it  ought  to. 

19  28S.  Taking  up  to  £250  alone,  it  would  free  a 
total  number  of  individuals  subject  to  tax,  of 
4,093,000;  so  what  it  would  be  up  to  £390,  I do  not 
know? — What  I say  with  reference  to  that  is,  that 
the  larger  the  family  becomes,  the  worse  the  financial 
position  of  the  working  man  is.  I think  that  is 
incontrovertible. 

19.289.  Mr.  Marks : I did  not  gather  whether  or 
not  you  advocate  the  abolition  of  indirect  taxation— 
(Mr.  Mall) : No,  we  do  not  suggest  it. 

19.290.  Neither  in  Mr.  Hall’s  paper  nor  in 
Mr.  Barker’s  can  I see  that  you  have  taken  any 
account  of  the  rise  in  wages  which  has  accompanied 
the  rise  in  prices  ? — I am  surprised  at  that. 

19.291.  Could  you  point  me  to  anywhere? — Is  it 
not  paragraph  4 of  my  evidence-in-chief? 

19.292.  But  you  only  take  into  account  that  increase 
in  order  to  urge  it  as  not  being  a thing  subject  to 
taxation?— Decidedly,  but  still,  I am  admitting  that 
wages  are  more. 

19.293.  A witness  that  the  Commission  had  before 

them,  some  time  ago,  agreed  that,  approximately,  the 
rise  in  wages  had  followed  the  rise  in  the  cost  of 
living,  and  therefore,  speaking  relatively,  the  posi- 
tion of  the  wage-earner,  so  far  as  taxation  is  con- 
cerned, is  about  the  same  now  as  it  was  pre-war  ? 

Now,  would  that  be  so? 

19.294.  I think  so?— On  the  £160? 

19.295.  I am  not  taking  into  account  any  question 
of  exemption  limit;  but  the  actual  amount  of  his 
earnings  as  compared  with  the  cost  of  living?— Econo- 
mically we  will  say  it  is  about  on  a par. 

19.296.  The  exemption  limit  before  the  war  was 
£160;  it  is  now  £130.  Would  you  consider  it  un- 
reasonable, in  view  of  the  present  condition  of 
national  finances,  that  that  limit  should  be  propor- 
tionately much  lower  now  than  it  was  before  the  war  ? 
—Not  lower  in  the  actual  sense,  but  we  have  taken 
into  consideration  the  working  man’s  total  payments 
in  tax,  direct  and  indirect;  we  have  to  take  the  two 
things  together. 


19.297.  And  you  think  that  his  capacity  for  taxa- 
tion is  less  than  it  was  pre-war?— I think  so. 

19.298.  Would  you  admit  that  the  working  man 
before  the  war  had  any  taxable  margin?— No,  not 
the  ordinary  working  man. 

.19,299.  He  could  not  even  pay  6d.  or  whatever  it 
m,^eTPer^fk?-1  think  he  ^solvent. 

- iy’  * ,n*  you  quote  somewhere  something 

from  Mr.  Herbert  Samuel’s  address  to  the  Statisti- 
ca  ™et’  d<?  y°u  not?— I quote  Dr.  Stamp. 

19,301.  You  know  that  the  Right  Hon.  Herbert 
Samuel  did  m the  early  part  of  the  year 
make  a very  careful  study  in  relation  to  taxation 
ot  various  classes  of  people,  and  came  to  a certain 
conclusion  in  regard  to  direct  and  indirect  taxation 

1 will  not  bother  you  with  the  whole  of  it,  but  he  did 
come  to  the  conclusion  that  a family  with  an  income 


of  £100  a year  was  taxed  indirectly  to  the  amount 
of  £13  15s.  lid.? — That  was  pre-war. 

19.302.  No,  1918-19  ?-I  have  not  seen  that. 

19.303.  Say  £13  16s.  Od.  And  out  of  that 

£13  16s.  0d.,  which  includes  his  post  office  contribu- 
tion and  other  indirect  taxation,  £9  2s.  lOd.  is  in 
respect  of  tobacco  and  alcohol.  Do  you  not  think 
there  is  some  taxable  margin  there  for  direct  taxa- 

Well,  yes,  certainly.  We  do  not  bother  about 
what  he  is  paying  in  the  shape  of  taxes  on  beer  and 
tobacco.  We  know  very  well  that  if  the  working 
man  drinks  anything  at  all,  it  is  beer,  and  of  course 
he  is  taxed  on  it. 

^ 19,304.  There  is  a taxable  margin,  you  agree? 


19.305.  And, if  his  wages  are  doubled,  the  taxable 
margin  which  he  had  before  the  war  is  also  doubled. 
Is  that  not  so?  Suppose  his  wages  consist  of  two 
parts,  the  part  which  he  requires  to  keep  him  going, 
and  the  part  which  he  has  over  as  a taxable  margin. 
His  wages  have  doubled,  so  has  the  part  of  them 
doubled  which  is  required  to  keep  him  going.  The 
margin  of  his  income  has  also  doubled  ?— Yes,  but 
you  must  also  bear  in  mind  that  a large  part  of  the 
working  classes  in  pre-war  days  were  not  solvent. 

19.306.  Chairman : What  do  you  mean  by  not 
being  solvent? — I mean  that  they  oould  not  pay  their 
way,  and  they  were  in  debt. 

19.307.  Mr.  IIolland-Martin:  Do  you  mean  that 
they  died  in  debt? — If  you  take  the  number  of  cases 
of  appeals  to  the  County  Court  judge  you  will  find 
there  are  a number  of  cases  where  there  have  to  be 
compositions,  and  debts  which  may  have  been  £30  or 
£40  have  been  reduced  to  £20.  Take  great  Co- 
operative Societies;  of  course  I am  not  going  to  say 
they  have  not  some  dividend  standing  to  their 
account;  but  I know  that  a large  percentage  of  the 
members  of  Co-operative  Societies  are  in  debt, 
though  not  probably  beyond  the  amount  standing  to 
their  credit  in  the  books. 

19.308.  Mr.  Marks:  You  do  not  admit  that  there 
was  any  taxable  margin  and  you  go  further  than 
that,  and  you  say  that  the  working  man  was  largely 
insolvent? — When  I said  there  was  a taxable  margin, 
you  were  speaking  about  a particular  class. 

19.309.  No. — I understood  it  was  a particular  class. 

19.310.  Do  not  misunderstand  me;  that  was  not  a 
particular  case.  That  was  the  average  result  of  an 
inquiry  by  Mr.  Samuel  into  a very  large  number  of 
cases? — But  you  do  not  see  this,  Sir,  that  a large 
number  of  working  men,  irrespective  of  what  they 
take  into  the  home,  will  have  drink,  and  of  course 
you  must  take  that  into  consideration. 

19.311.  Would  it  not  be  a fair  assumption  to  make, 
in  these  times,  that  it  is  only  reasonable  that,  having 
regard  to  the  desperate  condition  of  the  country,  the 
working  man  along  with  other  classes  of  the  commu- 
nity should  give  up  some  portion  of  that  income 
which  he  now  spends  on  drink,  if  you  like,  or 
tobacoo,  or  whatever  is  the  corresponding  luxury  in 
any  other  class  of  life? — I think  you  have  also  taxed 
him  indirectly  on  his  tea  and  on  his  coffee. 

19.312.  If  we  give  up  some  portion  of  that  and  put 
it  on  to  direct  taxation,  it  would  give  him  a greater 
sense  of  responsibility  to  the  country? — There  is  not 
the  slightest  doubt  that  if  it  was  changed  and  all 
indirect  taxation  wiped  off  he  would  feel  a greater 
responsibility  in  the  country. 

19.313.  We  have  not  time  to  go  into  it  fully,  but 
you  agree  with  me  that  in  certain  circumstances,  at 
any  rate,  it  would  be  proper  to  tax  the  workman 
directly?— Yes,  beyond  the  £250  limit. 

19.314.  You  put  that  limitation  upon  it,  but  I 
think  you  would  say,  as  I suggested  to  you  just  now, 
that  if  a man’s  wages  have  doubled  as  well  as  the 
cost  of  living,  and  there  was  some  taxable  margin 
before,  there  would  still  be  some  taxable  margin  which 
could  be  utilised  for  the  benefit  of  himself  and  the 
country? — Which  you  have  taken  already  indirectly. 


19,315.  I do  not  agree.  Now,  as  to  the  question  of 
collection  at  the  source.  I saw  the  report  of  a colliery 
company’s  meeting  in  the  paper  the  other  day,  in 
which  the  chairman,  on  this  point,  said  the  men  would 
not  pay  Income  Tax,  and  at  the  present  time  they 
were  just  working  to  the  extent  that  they  did  not 
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come  on  to  Income  Tax.  “ If  the  Government  would 
allow  the  Income  Tax  to  be  paid  by  the  company  it 
would  be  readily  collected  and  the  men  would  not 
grumble,  but  where  a collier  had  to  find  £6  or  £7  or 
even  £10  or  £12  for  his  Income  Tax  he  resented  it; 
he  had  not  got  it ; he  had  spent  it  all,  and  there  was 
always  trouble  when  the  Income  Tax  collector  came 
round.  Rather  than  breed  trouble  the  collier 
neglected  his  work.  He  was  patriotic  enough,  but  he 
did  not  like  to  be  bothered  with  it.”  That  was  Mr. 
Arthur  Markham  at  a meeting  of  the  Staveley  Com- 
pany?— Mr.  Charles  Markham. 

19.316.  Do  you  agree  that  the  difficulty  in  collect- 
ing Income  Tax  from  the  wage-earner  would  be  got 
over  like  that? — It  is  not  insuperable. 

19.317.  You  agree,  also,  that  it  is  the  difficulty  of 
finding  these  big  sums  at  a particular  time  which 
makes  the  Income  Tax  unpopular? — There  is  no  doubt 
about  that,  and  I believe  it  is  perfectly  correct  that 
a large  number  of  men  do  take  holidays  and  days 
off  in  order  to  keep  down  their  wages  to  about  Income 
Tax  level. 

19.318.  And  if  some  convenient  means  of  collecting 
the  Income  Tax  from  the  collier  were  mutually  de- 
vised, that  would  be  a stimulus  to  him  to  greater 
output? — I think  that  if  it  were  collected  weekly  and 
in  small  sums  the  man  would  not  miss  the  amount, 
and  I think  it  would  have  a tendency  to  wipe  off  those 
holidays  that  he  now  has  in  order  to  keep  his  wages 
down. 

19.319.  Mr.  Walker  Clark  : Following  up  the  con- 
versation with  Mr.  Brace  on  the  collier’s  coal 
allowance : at  present,  whether  it  is  at  a low  price 
or  whether  it  is  free,  the  oolliier’s  allowance  is  very 
frequently  in  excess  of  the  ration  which  is  allowed 
to  the  general  public? — I think  that  is  so  because  of 
the  peculiar  nature  of  the  position. 

19.320.  You  need  not  develop  it.  I am  quite 
correct  in  saying  that  it  is? — That  is  so;  the  miners 
were  exempt  from  the  rationing  scheme;  that  is  a 
public  fact. 

19.321.  You  have  indicated  that  £250  should  be 
the  lowest  starting  point  for  the  tax? — Yes. 

19.322.  How  much  do  you  think  ought  to  be  the 
amount  in  the  pound  for  the  other  end  of  the  scale? 
— I do  not  quite  follow  you.  What  do  you  mean  by 
“the  other  end  of  the  scale”? 

19.323.  The  richest  man ; how  much  in  the  pound 
ought  he  to  pay? — If  he  goes  beyond — I would  put 
it  fairly  liberally — say,  £5,000  a year,  I think  he 
ought  to  pay  it  all. 


19.324.  Would  you  say  that  the  workman  pays 
more  now  in  tax  than  he  did  before  the  war? — He 
does. 

19.325.  How  does  he  do  that?— Because  you  have 
taxed  many  necessary  articles  that  they  did  not  tax 
before  the  war. 

19.326.  And  they  have  also  allowed  something?— 
The  abatement  that  they  have  allowed  is  very  meagre 
compared  with  what  they  charge. 

19,327  . 50  millions  in  the  bread  dole.  Are  you 
aware  that  the  allowance  made  for  the  bread  subsidy 
would  pay  all  the  indirect  taxation  that  a man  with 
a wife  and  three  children  and  an  income  of  £250  a 
year  now  contributes  except  what  he  contributes  in 
alcohol  and  tobacco.  Are  you  aware  of  that? — No, 

I am  not  aware  of  it. 

19.328.  Well,  that  is  a fact ; you  may  take  it  from 
me  that  that  is  so? — But  that  is  all  in  the  £120 
increase  in  the  cost  of  living ; the  cost  of  living  would 
be  much  higher  than  120  per  cent,  for  that. 

19.329.  I do  not  want  to  get  into  an  argument 
about  it? — But  you  want  to  get  the  facts  on  the 
record. 

19.330.  The  fact  is  that  the  contribution  made 
by  the  State  in  the  bread  tax  pays  all  the  indirect 
taxes  (except  those  on  alcohol  and  tobacco)  of  a man 
with  £250  a year  and  three  children? — You  say  that. 
I have  not  the  knowledge. 

19.331.  That  is  a fact;  you  may  take  it  from  me. 
Do  you  think  it  is  just  and  right  that  six  millions 
of  people  should  be  free  from  any  contribution  by 
direct  taxation  to  the  war  and  still  retain  the  full 
franchise? — I do  not  think  franchise  should  depend 
upon  wealth. 

19.332.  That  is  the  German  method.  Should  it 

depend  upon  some  contribution  to  national  expendi- 
ture?  No,  it  should  depend  upon  his  citizenship. 

I cannot  agree  with  you  there. 

19.333.  Mr.  May : About  the  bread  subsidy  and  its 
relief  to  the  worker  at  present;  you  are  aware  that 
the  bread  subsidy  is  not  only  a temporary  matter, 
but  at  the  present  moment  we  are  threatened  with 
the  reduction  of  the  subsidy  ? — That  is  so ; and  do 
not  the  other  classes  besides  the  working  classes 
get  some  of  the  benefit  of  the  £50,000,000;  that  is 
a thought  that  has  occurred  to  me. 

19.334.  That  is  your  suggestion?— Yes. 

19.335.  We  are  supposed  to  be  considering  here  the 
Income  Tax  for  normal  conditions,  when  that  bread 
subsidy  will  have  entirely  disappeared  ? — Yes. 

19.336.  And  its  disappearance  will  rather  make 
your  case  more  acute  than  relieve  it? — It  will  in- 
tensify the  grievance,  I think. 


Mr.  Alexander  Johnston,  on  behalf  of  the  National  Union  of  Manufacturers  (Incorporated),  called  and  examined. 


The  witness  handed  in  the  following  statement  as  his 
evidence-in-chief : — 

19.337.  (1)  Tax  on  subsidiary  companies  acting  as 
distributing  branches  of  foreign  manufacturing  con- 
cerns.— At  present  many  such  concerns  form  sub 
sidiary  companies  under  British  laws  for  the  distribu- 
tion of  their  products  in  this  country  and  other 
European  markets.  Generally  speaking,  these  sub- 
sidiary companies  pay  little  or  no  Income  Tax,  as 
the  parent  companies  arrange  thoir  invoice  prices  to 
the  subsidiary  companies  on  such  a basis  that  practi- 
cally no  profit  is  made.  Such  subsidiary  companies 
should  be  taxed  on  their  turnover  on  the  basis  of  the 
net  profit  to  turnover  shown  by  the  parent  company. 
For  example,  if  the  parent  company  showed  a turnover 
of  £2,000,000  and  a net  profit  of  £200,000  (i.e.,  10 
per  cent.)  and  the  subsidiary  company  had  a turnover 
of  £100,000,  it  would  be  taxed  on  a profit  of  £10,000. 
I believe  this  basis  is  adopted  in  several  foreign 
countries. 

Items  generally  disallowed  by  Surveyors  as  charges 
against  revenue. 

19.338.  (2)  (a)  Subscriptions  to  charities. — These 
should  be  allowed  as  an  ordinary  trade  expense  pro- 
vided they  do  not  represent  more  than  a certain 
reasonable  percentage  of  the  profit.  At  present  they 
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are  only  allowed  when  they  are  given  to  secure  certain 
clearly  defined  benefits  to  workpeople.  Gifts  to  great 
national  funds  and  to  charities  in  the  neighbourhood 
where  the  company’s  works  and  offices  are  situated 
should  be  particularly  allowed. 

19.339.  (3)  ( b ) Subscriptions  to  trade  associations, 

manufacturers’  associations,  dec. — These  should  de- 
finitely be  allowed.  Trade  associations  are  a neces- 
sity of  business  at  the  present  day  and  improve  the 
efficiency  and  profit-earning  capacity  of  the  in- 
dividual manufacturer.  Such  associations  collectively 
in  fact  frequently  carry  on  essential  parts  of  the 
manufacturers’  business,  as,  for  instance,  on  wage 
questions.  _ . 

Manufacturers’  general  associations  similarly  carry 
on  a vast  amount  of  useful  work  in  respect  of  general 
and  national  questions,  organised  efforts  to  advance 
British  trade  and  similar  matters.  At  the  present 
time  it  is  the  practice  of  the  Revenue  authorities  to 
allow  such  subscriptions  as  a trading  expense  provided 
the  association  concerned  agrees  to  its  surplus  of 
revenue  over  expenditure  being  taxed.  There  appears 
to  be  no  reason,  however,  why  this  should  be  done. 

19.340.  (4)  (c)  Legal  and  professional  charges  in  re- 
spect of  capital  matters.— It  is  the  practice  of  Sur- 
veyors to  examine  closely  all  legal  and  professional 
charges  and  to  insist  on  the  disallowance  of  any 
charges  having  any  remote  bearing  on  capital  matters, 
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such  as  issues  of  capital,  applications  to  local  authori- 
ties in  respect  of  buildings,  patent  and  trade  mark 
questions.  This  presupposes  that  these  charges  should 
properly  be  charged  to  capital,  but  needless  to  say, 
the  payment  of  these  charges  caunot  in  any  way  be 
considered  to  have  the  effect  of  increasing  the  value 
of  any  asset. 

19,341.  (5)  (d)  Patent  and  trade  mark  charges. — 
These  expenses  are  always  disallowed  with  the  excep- 
tion of  renewal  fees.  It  should  be  pointed  out  that 
up-to-date  concerns  are  continually  taking  out  what 
might  be  called  precautionary  patents,  which  may 
contain  the  germs  of  valuable  ideas  but  which  fre- 
quently have  no  eventual  value.  The  cost  of  such 
patents  should  be  allowed  to  be  charged  against 
revenue.  In  the  case  of  trade  marks,  the  expense  of 
protecting  trade  marks  is  an  ordinary  business  pre- 
caution taken  to  protect  the  firm’s  business  name, 
and  should  certainly  be  allowed  as  a charge  against 
revenue. 


Depreciation  questions. 

19.342.  (6)  Basis  of  depreciation  generally. — Except 
in  the  case  of  one  or  two  specific  industries,  the  per- 
centage allowed  for  depreciation  on  plant  and 
machinery  is  taken  on  the  reduced  value  instead  of 
on  the  original  cost,  so  that  whatever  rate  of  de- 
preciation is  allowed  it  is  practically  impossible  ever 
to  eliminate  the  entire  value  until  the  machinery  is 
scrapped  and  replaced,  when  the  obsolescence  claim 
can  be  made.  It  is  a cumbersome  and  unbusinesslike 
measure,  and  it  is  maintained  that  the  percentage 
should  be  allowed  to  be  claimed  on  the  original  value 
thus  permitting  the  complete  and  automatic  elimina- 
tion of  value  in  a series  of  years. 

19.343.  (7 ) Depreciation  of  buildings.  There  seems 
to  be  no  logical  reason  why  depreciation  of  buildings 
should  not  be  allowed  as  a charge  against  revenue. 
It  is  submitted  that  the  concession  made  under  sec- 
tion  24  sub-section  4 of  the  Finance  Act,  1918  is 
trifling  and  does  not  in  any  way  meet  the  require, 
ments  of  the  case.  This  question  of  depreciation  of 
buildings  is  likely  to  become  an  even  more  crying 
one  m the  near  future  owing  to  the  probable  eventual 
induction  in  cost  of  buildings  from  the  present  ruling 

ii  j ls‘  a.n  al!  roun<l  percentage  could  not  be 
allowed  on  buildings  in  the  same  way  as  on  machinery 
and  plant,  it  is  suggested  that  on  all  new  buildings 
a certain  specified  depreciation  should  be  allowed  for 
a certain  specific  number  of  years. 

I®.®44;  (8)  Extra  depreciation  on  plant,  machinery 

and  buildings  owing  to  existing  high  values It 

is  submitted  that  owing  to  the  extraordinary  high 
prices  of  plant  and  buildings  at  the  present  time  it 
will  be  necessary  to  provide  in  future  Finance  Ants 
for  the  writing  off  against  revenue  of  the  reduction 
in  value  of  plant  and  buildings  brought  about  bv 
+b  lng.  prices  F!  tbe  future.  In  many  cases  to-day 
the  costs  of  machines  are  from  three  to  four  times  their 
pre-war  values  and  firms  increasing  their  output  at 
this  stage  will  find  themselves  landed  with  assets 
- standing  in  their  balance  sheets  at  prices  which  may 
have  no  relationship  to  value  in  the  course  of  a few 
years  time.  It  is  submitted  that  such  firms  as  decide 
to  write  off  amounts  bringing  their  new  buildings  and 
™?ldt°Wn  fark6t  TaIues  sho,lld  be  these 

purposes  * Ch‘‘TSe  aSamst  revenue  for  Income  Tax 

19,346  (9)  Depreciation  allowed  for  Excess  Profits 
Dnty.— It  is  submitted  that  where  Bpecial  depreciation 
ther  are  aII°wed  for  ^cess  Profits  Duty 

also  f„h  T ld  ie  m°  qUeSt,on  about  these  being  allowed 

m,mho0°T  T“  11  is  “"^stood  that 

fL  Fvcess  w°f  cT  l0wances  which  ba™  bam  made 
reded  O P,r°fits  Duty  purposes  have  not  been  con- 
ceded  on  ordinary  Income  Tax. 

19,346.  (10)  Rate  of  depreciation  generally. —It  is 
submitted  that  apart  altogether  from  the  powers 

rite  for  h B°°rd  °f  Refara“.  a "tatSy 

nn™fl  tus'jmses  carrying  on  business  under 

thk  r»tCOndb  "Td  ?°Uld  he  eatabliabad  und  that 
nresrnt  * 11  Sh0tlW  H . materially  higher  than  the 
present  allowance,  which  is  considered  inadequate. 

on  a rerta-UgBe  T*  0 rate  sb°“ld  ba  Wd 

on  a certain  specified  worhmg  week,  and  that  where 


it  can  be  proved  that  a factory  is  regularly  working 
longer  hours  than  the  established  working  week  it 
should  be  entitled  to  write  off  a relatively  greater 
total  of  depreciation. 

19.347.  (11)  Evasion  of  Income  Tax. — As  it  is 
knowledge  that  at  the  present  time  many  small  firms 
evade  payment  of  Income  Tax  altogether,  or  else  pay 
very  much  less  than  on  their  proper  profits,  thus 
increasing  the  burden  on  the  larger  firms,  it  is  con- 
sidered that  drastic  steps  should  be  taken  to  amend 
this  sta,te  of  affairs.  It  is  suggested  that  recom- 
mendation should  be  made  to  the  Government  that  a 
Bill  should  be  brought  in  providing  that  no  firm  or 
individual  is  entitled  to  start  business  until  it  is 
entered  on  a commercial  register,  and  that  the  permit 
to  start  or  continue  business  should  only  be  given  when 
the  registrar  is  satisfied  that  proper  books  of  account 
are  to  be  kept,  and  such  books  have  been  passed 
and  recorded  at  the  registry : that  such  books  should 
be  submitted  from  time  to  time  and  stamped  by  the 
registrar  and  that  he  should  have  power  to  withdraw 
the  business  licence  if  he  is  satisfied  that  the  books  of 
account  are  not  being  properly  kept.  Such  books 
would  form  the  basis  for  any  law  actions,  and  it  would 
be  impossible  to  sue  for  business  debts  without  the 
production  of  such  duly  stamped  books.  Under  such 
conditions  it  would  be  impossible  for  individuals  and 
firms  to  state  as  at  present  that  they  do  not  keep 
books  and  therefore  have  no  record  of  their  profits. 
It  is  suggested  also  that  it  should  be  a statutory 
offence  to  fail  to  return  particulars  of  amount  of 
profits  assessable  for  tax,  i.e.,  the  onus  of  intimating 
liability  to  tax  should  be  on  the  taxpayer,  and  it 
would  not  be  necessary  for  the  Assessor  to  make  the 
assessment. 

19.348.  (12)  Earned  and  unearned  incomes. — It  is 
suggested  that  distinction  should  be  made  betwreen 
earned  and  unearned  incomes  to  a much  higher  point 
of  income  than  provided  by  the  recent  Finance  Acts. 
It  is  pointed  out  that  even  in  the  case  of  very  high 
incomes  there  m a great  difference  between  the  case 
of  an  official  earning  a large  salary,  which  he  can  only 
enjoy  for  a certain  short  number  of  years,  and  an 
income  derived  entirely  from  investments.  In  the  first 
case  the  recipient  of  the  income  has,  generally  speak 
ing  to  provide  out  of  this  income  for  his  family, 
while  in  tho  latter  case  the  income  will  be  continuing 
and  devolve  on  his  family  after  his  death. 

19.349.  (13)  Issues  of  bonus  shares  out  of  reserves 
or  other  surpluses.— It  is  considered  that  it  should  be 
made  clear  in  the  interest  of  industry  generally  that 
bonus  shares,  issued  to  existing  shareholders  of  a com- 
pany as  fully  paid  by  way  of  distributions  of  reserves 
or  surpluses,  are  not  liable  for  Super-tax.  It  is 
understood  that  cases  have  recently  come  before  the 
Courts  in  which  this  view  is  upheld,  but  it  is  desirable 
that  the  position  should  be  made  quite  clear  in  future 
legislation. 

[This  concludes  the  evidence-in-chief. J 


19,350.  Chairman : I know,  from  having  your  ac- 
quaintance, that  what  you  say  is  always  worthy  of 
attention;  and  on  the  paper  which  you  have  put 
before  us  you  will  probably  have  a little  examination 
by  the  Commissioners  t This  will  be  in  support  of  the 
grea,t  work  which  the  Commission  has  to  undertake. 
I will  ask  Mr.  Kerly  to  examine  you,  in  the  first  in- 
stance, and  you  may  have  other  questions  addressed 
to  you  by  members  of  the  Commission. 


19,351.  Mr.  Kerly:  Let  me  take  your  paragraph 
13,  first  of  all.  You  only  suggest  that  what  is  now 
assumed  to  be  a decision  of  the  Courts,  that  bonus 
shares  representing  past  reserves  from  income  undis- 
tributed, and  now  distributed  in  the  form  of  bonus 
shares,  should  not  be  liable  to  Super-tax? — Precisely. 


19.352.  Of  course  you  know  the  decision  you  are 
referring  to  is  under  appeal  to  the  House  of  Lords  ? — 
1 understand  so. 

19.353.  It  followed  a decision  which  had  nothing  to 
do  with  Income  Tax ; but  the  question  whether  the 
bonus  share  is  income  or  capital  depends  upon  the 
form  in  which  the  company  choose  to  distribute  it? — 
Precisely. 
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19  354.  That,  of  course,  is  not  a critical  question  in 
order  to  determine  whether  it  should  be  taxable  or 
not? — Precisely. 

19.355.  So  that  this  decision  is  thoroughly  unsatis- 
factory, because  it  followed  another  decision  arrived 
at  for  reasons  which  are  irrelevant  to  the  present 
discussion  ? — Precisely . 

19.356.  Let  us  disregard  that.  Is  your  view  that 
where  an  accumulated  surplus  from  past  income  is 
distributed,  it  should  be  treated  as  capital  and  not 
as  income  for  the  purpose  of  Super-tax? — Precisely; 
that  is  my  view — for  the  purpose  of  Super-tax  or  any 
other  purpose,  as  a matter  of  fact. 

19.357.  Do  you  see  that  that  will  be  the  means  of 
enabling  shareholders  controlling  a company  to  evade 
Super-tax? — That  is  not  my  view.  It  would  depend 
entirely  on  the  particular  circumstances  in  each  case. 

19.358.  I ask  you  whether  it  would  enable  share- 
holders liable  to  Super-tax  and  controlling  a company 
to  avoid  Super-tax.  Obviously  it  would,  would  it 
not? — I do  not  agree  with  that.  It  would  not  enable 
them  to  evade  Super-tax.  If  the  profits  put  to  reserve 
were  distributed  as  a cash  dividend  they  undoubtedly 
would  have  to  pay  Super-tax  on  it;  but  it  is  no 
evasion  of  the  tax  to  retain  the  surplus  in  the  form  of 
capital  by  way  of  bonus  shares. 

19.359.  With  all  respect,  that  seems  to  be  rather 
juggling  with  the  proposition.  Supposing  the  money 
were  distributed  as  cash  and  reinvested  in  taking 
further  shares  of  the  company,  it  would  then  be  pro- 
perly liable  to  Super-tax? — Undoubtedly. 

19.360.  And  if  the  same  transaction  was  carried 
through  in  another  form  it  would  not  be  available 
for  Super-tax? — Undoubtedly,  but  I think  the  two 
proposals  are  quite  different. 

19.361.  In  any  event,  the  matter  has  to  be  dealt 
with  on  its  merits  — Undoubtedly. 

19.362.  Now,  will  you  come  back  to  your  para- 
graph 1 ? I understand  that  your  proposition  is  that 
a subsidiary  company  acting  in  substance  as  a selling 
branch  for  a foreign  manufacturing  company,  should 
be  charged,  not  upon  the  rate  appropriate  to  its 
own  profits,  but  at  a rate  appropriate  to  the  profits 
if  you  treat  it  as  part  of  the  whole  concern? — Yes, 
in  substance  that  probably  is  the  position. 

19.363.  Take  this  example:  We  will  say  an  Ameri- 
can oil  company,  making  on  its  total  turnover  a 
profit  of  20  per  cent.  You  would  charge  upon  its 
average  turnover  as  if  it  made  a profit  of  20  per 
cent,  although  the  subsidiary  company  may,  in  fact, 
show  5 per  cent? — Undoubtedly. 

19.364.  That  is  the  proposition? — Yes. 

19.365.  There  is  a practical  difficulty  about  that, 
is  there  not,  in  ascertaining  what  the  profit  of  the 
foreign  company  is  upon  its  total  turnover? — Not, 
I take  it,  if  they  have  the  power  to  ask  for  accounts 
of  the  parent  company. 

19.366.  How  are  you  to  get  the  accounts  of  the 
parent  company? — I take  it  under  the  existing 
legislation,  under  the  1915  Act,  the  Commissioners 
are  empowered  to  ask  for  the  accounts  of  a non- 
resident company  having  a resident  agent. 

19.367.  Tho  only  power  they  have  is  by  making 
some  assumption  for  the  purpose  of  the  assessment 
of  the  resident  company? — Tho  suggestion  is  that  in 
any  new  legislation  powers  should  obviously  be  taken 
for  the  purpose  of  obtaining,  in  respect  of  any 
resident  company,  accounts  of  its  non-resident 
principal. 

19.368.  You  are  no  doubt  familiar  with  what 
has  (happened  in  America  where  the  corporations  have 
been  broken  up  nominally  into  separate  units? — -Yes. 

19.369.  Do  you  propose  to  treat  with  one  of  those 
units,  or  to  treat  them,  as  in  fact  they  are,  as  a 
number  of  associated  units  and  so  take  the  profits 
of  the  whole? — In  effect  you  would  be  taxing  the 
business  done  in  this  country  purely. 

19.370.  But  you  want  to  get  the  foreigner’s  accounts 
in  order  to  get  the  profit  on  his  total  turnover? — 
Undoubtedly. 

19.371.  You  wild  not  get  that  from  the  accounts 
of  the  English  company.  I suggest  to  you  that  the 
thing  is  impracticable? — I do  not  agree  with  that. 
It  seems  to  me  that  it  should  be  quite  possible  to 


provide  machinery  by  which  the  profits  of  the  parent 
companies  could  be  ascertained. 

19,372.  First  you  have  to  find  the  parent  company ; 
next  you  have  to  find  the  profit  made  by  that  parent 
company  upon  its  turnover? — Undoubtedly. 

19,378.  Just  one  word  about  charities.  Why  should 
a trader  be  exempt  in  respect  of  payments  made  to  a 
charity,  while  an  individual  is  not  exempt  in  respect 
of  his  payments  to  charity? — The  suggestion  is  that  a 
number  of  these  charities  are  really  doing  to  some 
extent  work  in  connection  with  the  industry. 

19.374.  You  do  not  suggest  that  that  is  really  a 
business  expense?— I think  that  they  could  be  quite 
reasonably  allowed  as  such. 

19.375.  Do  all  businesses  pay  charities  in  the  same 
proportion? — No.  My  suggestion  is  that  a certain 
percentage  should  be  regarded  as  reasonable  as  a 
business  expense. 

19.376.  Then  with  regard  to  legal  and  professional 
charges  in  respect  of  capital  matters,  you  suggest 
that  all  Legal  and  professional  charges  which  are 
really  business  expenses,  even  though'  they  may  be 
for  the  protection  of  capital,  should  be  allowed? — 
Yes,  either  for  the  protection  or  even  for  the  pro- 
duction of  further  capital ; they  should  be  allowed. 

19.377.  You  would  say,  I suppose,  that  even 
though  they  may  look  like  expenses  for  the  purpose 
of  preserving  or  producing  capital,  as  a matter  of 
business  they  are  paid  out  of  income? — Yes,  and 
they  have  no  capital  value. 

19.378.  And  they  are  necessary  in  order  to  protect 
the  income? — Yes.  My  view  is  that  they  could  not 
be  oorrectly  charged  to  an  asset;  that  is,  form  an 
addition  to  an  asset,  because  they  have  no  real 
value.  If  they  should  be  chargeable  to  capital, 
then  they  should  have  the  effect  of  increasing  the 
value  of  the  capital  or  whatever  they  are  charged 
to. 

19.379.  Next  about  trade  mark  charges;  trade 
marks  are  an  important  part  of  the  goodwill  of 
a company,  are  they  not? — Undoubtedly. 

19.380.  Essentially  a trade  mark  is  part  of  the 
goodwill?— It  is  part  of  the  goodwill  and  it  is  also 
a part  of  a certain  protection. 

19.381.  Protection  for  the  goodwill? — Protection 
of  the  business  as  a whole. 

19.382.  I dare  say  you  know  that  in  point  of  law 
a trade  mark  is  attached  to  the  goodwill  and  passes, 
and  can  only  pass,  along  with  the  goodwill? — Un- 
doubtedly. 

19.383.  Advertisements  are  generally,  in  many 
cases  at  any  rate,  for  the  purpose  of  protecting 
and  increasing  the  goodwill? — Yes. 

19.384.  The  advertisement  normally  does  not  ex- 
haust its  value  by  increasing  the  income,  certainly 
for  the  year  in  which  it  is  made,  or  even  for  the 
following  year? — Precisely. 

19.385.  And  advertisements  are  allowed  as  part  of 
the  business  expenses? — -Undoubtedly. 

19.386.  I presume  you  would  say  that  the  costs  of 
developing  and  protecting  trade  marks  stand  on  the 
same  footing?— A very  similar  footing. 

19.387.  Are  not  trade  mark  expenses  generally 
charged  to  the_advertising  account?— I think  they 
are  generally  charged  to  a special  patents  and  trade 
marks  account  in  tho  books  of  most  firms  who  have 
a considerable  expenditure  under  that  head. 

19.388.  I skip  over  patents,  because  their  position 
varies  so  much? — Undoubtedly. 

19.389.  Whether  they  are  matters  of  detail,  or, 
ao-ain,  whether  they  are  matters  of  proportion?  I 
was  making  the  claim  rather  in  respect  of  those 
numerous  patents  which  a large  and  up-to-date  firm 
has  to  take  out  as  precautionary  patents,  which  may 
have  no  value  whatever. 

19.390.  Some  of  us  are  familiar  with  the  practice 
of  the  great  manufacturing  firms  of  buying  patents 
in  anticipation  of  changes  in  the  trade  and  locking 
them  up  until  it  is  useful  to  introduce  the  invention  ? 
Yes,  that  is  a practice  in  some  quarters. 

19.391.  It  would  be  one  of  the  difficulties  of  mak-, 
ing  an  allowance  on  patents  or  upon  charges  as 
business  expenses? — I quite  agree. 

19.392.  Next,  the  depreciation  of  buildings;  do 
you  propose  to  make  your  alteration  of  the  law  with 
regard  to  the  cost  of  all  buildings,  or  only  of  business 
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buildings? — We  are,  of  course,  only  claiming  Here 
in  respect  of  business  buildings,  because  they  are  the 
only  class  of  buildings  that  interests  us. 

19,393.  It  would  be  a hardship  to  distinguish,  would 
it  not? — That  is  a question  of  opinion.  I have  not 
gone  into  that  from  the  point  of  view  of  domestic 
buildings  at  all.  The  point  is  that  in  a business 
the  depreciation  that  does  take  place  in  one’s  build- 
ings should  be  a business  expense. 

J.9,394.  Now  pass  on  to  paragraph  10,  rate  of 
depreciation.  The  recent  practice  has  been  for  the 
Board  of  Inland  Revenue  to  agree  with  particular 
trades  a flat  rate  of  depreciation  for  that  trade,  with 
a possibility  of  a reference  to  the  Board  of  Referees 
if  the  parties  cannot  agree? — Yes.  This  is  more  par- 
ticularly directed  to  the  suggestion  that  the  normal 
rate  of  depreciation  should  be  put  on  a more  satis- 
factory basis.  The  feeling  in  manufacturing  circles 
generally  is  that  the  normal  rate  of  depreciation 
allowed  is  probably  5 per  cent,  and  the  idea  at  any 
rate  prevailing  is  that  one  would  have  to  show  some 
special  set  of  circumstances  in  going  to  the  Board  <f 
Referees  to  get  an  increase  on  what  might  be  called 
the  normal  rate. 

19.395.  And  further,  the  Board  of  Referees  would 
only  deal  with  a rate  for  a class  of  business  and  not 
with  the  rate  of  an  individual  trader? — Undoubtedly. 

19.396.  Are  you  suggesting  that  there  should  be  any 
special  body  to  deal  with  the  rate  for  an  individual 
trader? — No.  Our  suggestion  there  is  that  a specified 
higher  rate,  differentiating  between  the  different 
classes  of  machinery,  etc.,  should  be  understood  to  be 
the  normal  rate  for  a normal  type  of  business,  and 
that  any  taxpayer  or  class  of  taxpayers  dissatisfied 
with  the  rate  or  who  considered  that  their  business 
was  entitled  to  a special  rate,  would  go,  under  the 
existing  machinery  to  the  Board  of  Referees. 

10.397.  That  is  to  say,  you  want  a higher  basis 
to  start  variations  from  for  a particular  trade,  or 
possibly  for  a particular  individual? — Precisely. 

19.398.  Then  paragraph  11  is  about  evasion  of 
Income  Tax.  Y'ou  make  a suggestion  that  we  have 
heard  from  a few  other  witnesses,  that  practically 
every  man  or  every  firm  carrying  on  business  should 
have  a licence? — Precisely. 

19.399.  Do  you  think  there  would  be  a great  deal  ' 
of  difficulty  in  enforcing  that  provision  upon  the 
innumerable  small  traders  in  this  country? — I do  not 
see  any  real  practical  difficulty  in  the  matter. 

19.400.  Perhaps  you  might  put  it  in  this  way; 
that  the  smallest  trader  of  all,  the  hawker,  has  to 
have  a licence  at  present? — Yes. 

19.401.  Though  he  is  not  required  to  keep  books? 
—No. 

19.402.  And  you  would  go  up  from  that? — My  sug- 
gestion is  that  it  should  be  made  statutory  that  all 
traders  must  keep  books  before  they  are  entitled  to 
trade. 

19.403.  What  would  you  do  with  the  casual  trader, 
the  man  who  does  an  occasional  horse  deal,  for 
instance? — I think  probably  an  occasional  transaction 
would  not  need  to  be  dealt  with  in  the  same  way, 
as  Income  Tax  is  probably  not  collectible  on  an 
occasional  transaction  of  business. 

19.404.  Where  it  is  not  an  operation  of  trade? — 
Where  it  is  not  an  operation  of  trade. 

19.405.  Of  course,  this  would  have  to  be  enforced 
by  penalties? — Yes.  I think,  although  one  does  not 
like  to  quote  German  law,  the  German  commercial 
code  in  force  before  the  war  was  very  clear  on  the 
question  of  the  keeping  of  books,  and  I believe  it  is 
correct  that  no  one  was  entitled  to  start  business 
until  his  name  was  entered  in  the  register. 

19.406.  I do  not  know  that  we  quarrel  so  much 
with  the  German  machines  as  with  the  man  behind 
them  ? — Precisely. 

19.407.  Now  on  earned  and  unearned  income;  you 
suggest  that  a distinction  should  be  made  between 
earned  and  unearned  income.  Is  your  view  that  the 


earned  income  should  be  rated  at  a lower  rate  up  to 
much  higher  levels?— Yes.  The  point  of  view  is 

that  if  there  is  to  be  a distinction  between  earned 
and  unearned  income  those  people  in  receipt  of  much 
higher  salaries  than  the  present  limit  of  differentia- 
tion would  logically  appear  to  be  entitled  to  con- 
sideration. 

19,40S.  You  have  probably  considered  that  in  the 
case  of  large  earned  incomes  it  is  at  any  rate  sug- 
gested that  they  are  really,  as  regards  a great  part 
of  the  income,  analogous  to  unearned  income,  because 
they  represent  capital? — Undoubtedly. 

19.409.  Something  other  than  the  earner’s  personal 
exertions? —Yes.  . I would  look  at  it  in  this  way 
also : that  the  man  in  receipt  of  an  earned  income 
— take  the  official  of  a big  company  who  is  receiving 
a very  high  salary,  say,  £5,000  a year— is  only  in 
receipt  of  it  for  a few  years,  and  out  of  that  he 
probably  has  to  make  provision  for  his  dependants, 
while  the  person  in  the  same  position  with  unearned 
income  is  receiving  it  as  a return  on  capital,  and 
the  return  will  go  on  after  his  death.  That  is 
merely,  perhaps,  a sentimental  reason  for  it,  but  that 
is  the  ground  on  which  it  is  urged. 

19.410.  Of  course,  the  unearned  income  pays  its 
contribution  to  the  State  on  the  death  of  the  owner? 
— Yes,  but  not  to  the  same  extent. 

19.411.  Mr.  Synnott:  Are  there  not  a very  large 
number  of  so-called  earned  incomes  getting  exemp- 
tion now  (and  you  want  to  extend  it)  which  are 
really,  many  of  them,  two-thirds  or  50  per  cent, 
dependent  on  goodwill  and  shares  in  a business  which 
will  go  on  long  after  the  man’s  death?  Take  a 
private  trader  who  has  a public-house.  There  are 
many  businesses  which  depend  on  goodwill;  for  in- 
stance, a grocer’s  shop ; the  grocer  can  leave  it  to 
his  family ; he  has  a considerable  amount  of  money 
from  it;  it  is  all  earned  as  profit,  and  it  is  treated 
as  earned  income,  but  it  does  not  stop  at  his  death? 
—There  are  possibilities  that  it  would  not  stop  at 
his  death. 

19.412.  Are  there  not  thousands  of  cases  of  that 
kind? — There  are  many  cases,  undoubtedly. 

19.413.  You  want  to  extend  the  anomaly? — Yes. 
Perhaps  it  might  bo  put  that  we  are  making  the 
point  specially  in  the  interests  of  those  with  income 
assessable  under  Schedule  E.  The  point  is  really 
raised  in  the  interests  of  those  people  who  are  depen- 
dent on  a salary. 

19.414.  If  you  confine  your  point  to  income  earned 
m a professional  capacity  I think  there  is  a great 
deal  to  be  said  for  it,  but  I point  out  to  you  that 
that  is  not  the  definition  in  the  Act? — That  is  so. 

19.415.  Also,  is  it  not  the  fact  that,  while  private 
partnerships  get  the  benefit  of  this  earned  income 
clause,  companies  do  not?— That  is  in  the  case  of 
the  director  of  a company  who  owns  a great  portion 
of  the  shares,  undoubtedly.  There  are  bound  to  be 
anomalies  in  the  case. 

19.416.  You  make  your  point  as  to  Schedule  E?— 
Yes,  people  in  receipt  of  salaries. 

19.417.  Sir  E.  Nott-JBower : With  regard  to  that 
last  point  that  Mr.  Synnott  was  questioning  you 
about,  I think  the  very  reason  the  differentiation 
was  stopped  at  a comparatively  early  point  was 
because  of  the  anomalies  that  arise  when  you  get 
to  incomes  over  £3,000  a year.  Assuming  incomes 
which  you  have  to  treat  as  earned  incomes  are  really 
mixed  incomes  partly  due  to  capital,  if  your  pro- 
position were  adopted,  and  the  differentiation  were 
carried'  to  a higher  point,  would  you  not  exceed  the 
total  of  actually  earned  incomes  very  much? — In 
the  instance  given  by  Mr.  Synnott  undoubtedly  you 
would,  but  I think  in  the  case  of  a great  number  of 
earned  incomes  the  income  is  generally  a perfectly 
bond  fide  earned  income,  and  not  really  a return  on 
capital. 

19.418.  Chairman : We  thank  you  very  much  for 
your  evidence. 
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TWENTY-EIGHTH  DAY, 

Friday,  24th  October,  1919. 


Present  : 

Mu.  KERLY  ( in  the  Chair). 

Mu.  WALKER  CLARK. 
Mr.  GRAHAM. 

Mr.  McLINTOCK. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 

Dr.  STAMP. 

Mr.  SYNNOTT. 


Sir  T.  P.  WHITTAKER. 

Mu.  PRETYMAN. 

Sir  E.  E.  NOTT-BOWER. 

Sir  J.  S.  HARMOOD-BANNER. 
Sir  W.  TROWER. 

Mr.  HOLLAND-MARTIN. 

Mr.  ARMJTAGE-SMITH. 


Mr.  E.  Stanford  London, 

The  witness  handed  in  the  following  statement  as 
his  evidence- in-cliief  : — 

Proof  of  evidence  of  E.  Stanford  London,  C.B.E., 
Deputy  Chief  Inspector  of  Taxes,  on  the  subject 
of  the  liability  to  Income  Tax  of  Co-operative 
Societies. 

19.419.  (1)  Co-operative  Societies  include  all  agri- 
cultural, productive,  wholesale  and  distributive 
societies  that  work  on  the  co-operative  principle,  and 
are  registered  under  the  Industrial  and  Provident 
Societies  Act,  1893,  and  subsequent  enactments. 

19.420.  (2)  These  societies  are  primarily  mutual 
bodies,  the  members  combining  to  produce  or  buy 
goods  in  quantity  to  be  distributed  by  sale  amongst 
themselves.  They  also  lend  money  on  mortgage  to 
members  to  enable  them  to  become  owners  of  their 
houses. 

19.421.  (3)  Most  societies  also  make  sales  to  non- 
members, but  this  part  of  their  business,  from  the 
information  before  the  Board  of  Inland  Revenue, 
appears  to  be  very  small.  {See  sub-head  III  of  para- 
graph 39  below.) 

19.422.  (4)  The  trading  capital  of  a Co-operative 
Society  consists  of  share  capital  subscribed  by  the 
members,  moneys  deposited  with  the  society  at  in- 
terest, loans  from  members,  non-members,  or  other 
societies,  and  the  reserves  and  undistributed  balances. 

19.423.  (5)  There  is  no  statutory  limit  to  the  num- 
ber of  shares  which  a Co-operative  Society  may  issue, 
but  no  member,  other  than  a registered  society,  may 
have  any  interest  in  the  shares  of  the  society  exceed- 
ing £200. 

19.424.  (6)  Every  member  of  a Co-operative  Society 
is  required  by  its  rules  to  take  up  and  hold  one 
or  more  shares.  A person  can  become  a member  by 
deposit  of  one  shilling,  and  the  balance  of  the  share 
capital  (minimum  amount  usually  £1  or  £5)  is  auto- 
matically made  up  out  of  the  subsequent  rebates  on 
purchases  unless  the  member  elects  to  pay  up  in 
full.  {See  paragraphs  8 and  10.) 

19.425.  (7)  On  making  a purchase,  each  customer 
is  usually  supplied  with  a ticket  or  voucher  stating 
the  amount  of  his  purchase. 

19.426.  (8)  At  the  end  of  each  quarter  or  half-year, 
accounts  are  prepared  by  the  society  showing  the 
balance  in  hand  on  the  working  of  the  period,  and 
this  balance,  after  making  provision  for  depreciation 


C.B.E.,  recalled  and  examined. 

and  reserves,  and  providing  for  interest  on  share 
capital,  is  distributed  amongst  the  members  in  pro- 
portion to  the  amount  of  their  purchases  as  repre- 
sented by  the  tickets  or  vouchers  above  mentioned. 

19.427.  (9)  Other  purchasers  who  are  not  members 
usually  also  receive  a portion  of  the  surplus,  but  at 
a lower  rate,  and  this,  too,  is  distributed  in  pro- 
portion to  the  amount  of  their  purchases.  The  rate 
is  usually  half  that  applicable  to  members. 

19.428.  (10)  This  distribution,  which  is  usually 
known  as  “ dividend  ” may,  at  the  option  of  the 
member,  be  taken  in  cash  or  credited  to  his  share 
capital  account.  If,  however,  he  has  not  yet  con- 
tributed the  minimum  amount  of  capital  required 
by  the  society,  the  “dividend”  must  ordinarily  be 
credited  to  his  share  capital  account ; if,  on  the  other 
hand,  the  maximum  holding  (which  in  no  case  may 
exceed  £200,  and  in  some  cases  is  fixed  at  a lower 
sum  by  the  rules)  has  already  been  contributed,  he 
must  take  the  “ dividend  ” in  cash,  although  he 
may  lend  it  to  the  society  as  a deposit  or  loan. 

19.429.  (11)  The  rate  of  the  “dividend”  varies 
• for  each  distribution  according  as  the  societies  fix 

the  selling  prices  at  high  or  low  figures  above  actual 
cost,  but  the  interest  on  share  capital  is  at  a fixed 
rate  which  does  not  vary  from  year  to  year. 

19.430.  (12)  Some  companies  which  are  popularly 
known  as  Co-operative  Societies  {e.g.,  The  Army  and 
Navy  Stores)  are  trading  concerns  making  com- 
mercial profits  as  ordinarily  understood.  The  special 
provisions  of  the  Income  Tax  relating  to  Industrial 
and  Provident  Societies  do  not  extend  to  these  com- 
panies, which  pay  Income  Tax  under  the  normal 
rules  of  the  Act. 

19.431.  (13)  It  is  the  practice  for  Co-operative 
Societies  to  take  up  shares  in  and  lend  money  to 
other  Co-operative  Societies;  and  the  bulk  of  the 
share  capital  of,  and  loans  and  deposits  with,  the 
wholesale  and  productive  societies  are  subscribed  or 
lent  by  the  distributive  trading  societies,  compara- 
tively few  shares,  &c.,  in  the  wholesale  and  pro- 
ductive societies  being  held  by  individuals. 

19  432.  (14)  The  last  published  report  of  the  Chief 
Registrar  of  Friendly  Societies  discloses  the  following 
information  with  reference  to  Co-operative  Societies 
registered  under  the  Industrial  and  Provident 
Societies’  Acts  for  the  year  1916:  — 
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Mr.  E.  Stanford  London. 


{Continued. 


— 

Agricultural 

societies. 

Distributive 

trading 

societies. 

Productive 

societies. 

Wholesale 

societies. 

Number  of  members  ... 

158,917 

3,547,567 

58,247 

2,106 

Share  capital  ... 

Loan  capital 
Deposits... 

Reserves  and  surpluses  

Totals 

Less  invested  in  other  Co-operative 
Societies 

Net  working  capital  ... 

£ 

408,474 

26,082 

519,847 

550,522 

£ 

47,984,742 

2,841,364 

3,136,339 

9,091,848 

£ 

956,245 

71,879 

808,999 

489,309 

£ 

3,176,228 

4,042,183 

4,452,586 

3,243,321 

1,504,925 

28,197 

63,054,293 

14,039,002 

2,326,432 

464,203 

14,915,318 

854,948 

1,476,728 

49,015,291 

1,862,229 

14,059,370 

< ciu.vi.ny  lu  uu-ujjtruuve  o ocienes 
and  their  Income  Tax  liability. 

19.433.  (15)  The  first  Act  for  the  Registration  of 
Industrial  and  Provident  Societies  was  passed  in 
1852  (15  & 16  Viet.,  cap.  31).  Until  that  date, 
although  Co-operative  Societies  existed,  they  had 
neither  legal  rights  nor  legal  status.  The  law  gave 
no  protection  to  their  funds,  or  against  dishonesty 
on  the  part  of  employees  or  members. 

19.434.  (16)  This  Act  contained  no  specific  exemp- 
tion from  Income  Tax,  but  as  section  8 conferred  on 
Co-operative  Societies  all  the  privileges  pertaining 
to  Friendly  Societies,  it  was  held  that  they  were 
entitled  to  the  exemption  from  Income  Tax  under 
Schedule  C (in  respect  of  interest  on  Government 
securities  and  the  like)  which  at  that  time  the 
Friendly  Societies  enjoyed. 

19.435.  (17)  The  Friendly  Societies’ exemption  being 
extended  in  1853  to  interest  and  other  profits  and 
gains  chargeable  under  Schedule  D,  the  Act  of  1852 
was  repealed  and  replaced  by  the  Industrial  and 
Provident  Societies  Act  of  1862  (25  & 26  Viet.,  cap. 
87),  which  in  section  15  provided  that  registered 
Industrial  and  Provident  Societies  should  enjoy  a 
relief  from  Income  Tax  similar  to  that  accorded  to 
I'riendly  Societies.  This  Act  thus  extended  the  relief 
in  favour  of  Industrial  and  Provident  Societies  so  as 
to  include  Schedule  D. 

19.436.  (18)  Incidentally,  the  Act  of  1862  gave 
every  society  a legal  right  to  take  up  and  hold  shares 
in  other  societies,  and  thus  the  existence  of  wholesale 
societies  became  legally  possible.  “ The  Co-operative 
Wholesale  Society,  Limited,”  under  the  name  of 
the  “ North  of  England  Co-operative  Wholesale  In- 
dustrial and  Provident  Society,  Limited,”  was 
formed  in  1863  and  “The  Scottish  Co-operative 
Wholesale  Society,  Limited,”  in  1868. 

19.437.  (19)  Section  15  of  the  Act  of  1862  was 
repealed  in  1867,  and  replaced  by  section  12  of  the 
Industrial  and  Provident  Societies  Act  of  1867  (30  & 
31  Viet.,  cap.  117).  This  section  exempted  in  express 
terms  societies  registered  under  the  Industrial  and 
Provident  Societies  Act,  from  liability  to  Income 
Tax  under  Schedules  C or  D of  the  Income  Tax 
Acts,  but  with  the  limitation  that  the  exemption 
should  not  be  construed  to  relieve  any  members  of 
such  societies,  or  any  persons  employed  by  them  who 
were  in  receipt  of  a total  income  of  chargeable 
amount,  f'-om  liability  to  assessment  in  respect  of 
any  portion  of  the  profits  of  the  society  paid  to  them. 

19.438.  (20)  Section  13  of  the  same  Act  also  pro- 
vided  for  the  furnishing  to  the  Revenue  authorities 
of  lists  containing  the  names  and  addresses  of  persons 
to  whom  profits  made  by  any  society  were  paid,  with 
a view  to  the  assessment  of  such  as  were  liable. 

19.439.  (21)  The  labour  of  preparing  these  returns 
was  so  great,  and  they  were  found  to  be  of  so  little 
value  that,  with  Mr.  Gladstone’s  approval,  they 
were  dispensed  with,  and  in  1876,  when  the  law  regu- 
lating these  societies  was  once  more  consolidated 
this  provision  was  omitted. 

19.440.  (22)  By  section  8 of  the  Customs  and.  In- 
land Revenue  Act  of  1880  (43  and  44  Viet.,  cap.  14), 


nvnu  uiiect  assessment  previously 
granted  to  all  registered'  societies  was  withdrawn  in 
the  case  of  those  which  both 

1,  sold  to  persons  who  were  not  members,  and 

2,  limited  the  number  of  their  shares  either  by 

their  rules  or  their  practice. 

19.441.  (23)  The  law  relating  to  Industrial  and 
Provident  Societies  was  again  consolidated  in  the 
Industrial  and  Provident  Societies  Act  of  1893  (56 
and  57  Viet.,  cap.  39),  section  24  of  which  referred 
to  the  charge  of  Income  Tax  on  such  societies  in  the 
following  words : — 

A registered  society  shall  not  be  chargeable 
“ under  Schedules  C and  D of  the  Income  Tax 
“ Acts  unless  it  sells  to  persons  not  members 
thereof  and  the  number  of  shares  of  the 
“ society  is  limited  either  by  its  rules  or  its 
practice.  But  no  member  of  or  person  em- 
ployed by  the  society  shall  be  exempt  from 
“ any  assessment  to  the  said  duties  to  which 
“ he  would  be  otherwise  liable.” 

19.442.  (24)  This  section  was  repealed  on  the  con- 

solidation of  the  Income  Tax  Acts  in  1918,  and  re- 
enacted in  section  39  (4)  of  the  Income  Tax  Act. 
1918  (8  and  9 Geo.  V,  cap.  40),  as  follows: 

A society  registered  under  the  Industrial 
“ and  Provident  Societies  Act,  1893,  shall  be 
“ entitled  to  exemption  from  tax  under 
‘‘  Schedules  C and  D,  unless  it  sells  to  persons 
not  members  thereof,  and  the  number  of  its 
“ shares  is  limited  by  its  rules  or  practice,  but 
no  member  of  or  person  employed  by  the 
“ society  shall  be  exempt  from  charge  to  the 
“ tax  to  which  he  would  otherwise  be  liable.” 

19.443.  (25)  There  were  other  Industrial  and  Provi- 
dent .Societies  Acte  in  1894,  1895,  and  1913,  but  these 
in  no  way  altered  the  Interne  Tax  law,  so  that  at 
the  present  time,  in  accordance  with  section  39  (4)  of 
the  Income  Tax  Act,  1918,  all  registered  Co-operative 
Societies  conforming  with  the  conditions  laid  down  in 
the  Act  are  exempt  from  Income  Tax  under  Schedules 
C and  D,  but  are  liable  to  pay  Income  Tax  under 
Schedules  A and  B at  the  highest  rate.  A Co- 
operative Society  is  also  required  (in  common  with 
all  other  taxpayers)  to  account  to  the  Revenue  for  any 
tax  it  may  deduct'  from  interest  paid  otherwise  than 
out  of  profits  or  gains  charged  to  Income  Tax.  ( Sec 
paragraphs  28  et  seq.) 

The  "Report  of  the  Departmental  Committee  of  1905. 

19.444.  (26)  In  1904  evidence  was  heard  by  the 
Departmental  Committee  on  Income  Tax  (the  Ritchie 
Committee)  and  inter  alia  the  question  of  the  liability 
of  Co-operative  Societies  to  Income  Tax  was  con- 
sidered. 

19.445.  (27)  The  result  can  best  be  summed  up  in 
the  words  of  paragraphs  136  to  139  of  the  Report  of 
the  Committee,  which  are  as  follow : — 

“ 136.  Tbe  suggestions  made  to  us  that  the 
“ ‘ dividend  ’ which  is  paid  to  members  of  these 
“ societies  constitutes  a profit  which  would 
“ properly  be  taxable,  rest,  we  think,  on  a mis- 
“ apprehension  of  the  nature  of  the  * dividend.’ 

“ The  so-called  ‘ dividend  ’ arises  from  the  fact 
“ that  the  prices  charged  by  the  society  to  its 
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“ members  arc  in  excess  of  cost  price.  If  the 
“ o-oods  were  distributed  at  the  exact  cost  price, 
there  would  be  no  ‘ dividend,’  and  it  follows 
“that  no  question -of  Income  Tax  could  arise. 

“ But  the  societies,  for  what  they  consider  good 
“ reasons,  prefer  to  fix  a scale  of  prices  which 
“leaves  a margin  over  and  above  cost.  Thus 
“ an  adjustment  has  to  be  made  periodically, 

“ and  the  balance  between  cost  price  and  dis- 
“ tributing  price  is  divided  among  the  members 
“ in  proportion  to  the  value  of  their  purchases. 

“ This  ‘ dividend  ” is  clearly  not  profit,  but 
“ merely  a return  to  members  of  sums  which 
“ they  have  paid  for  their  own  goods  in  excess 
“ of  the  cost  price.  There  can  be  no  doubt  that 
“ the  procedure  which  we  have  described — result- 
“ ing,  as  it  does,  in  periodical  returns  to  mem- 
“ bers— is  conducive  to  thrift,  and  we  see  no 
“ reason  for  discouraging  it. 

“ J 37.  A society  may,  however,  of  course, 

“ make  profit  on  dealings  with  non-members. 

“ This  profit  is,  in  the  case  of  most  ordinary 
" societies,  very  small  in  amount.  But  so  far 
“ as  any  such  profit  is  made,  and  so  far  as  any 
“ interest  is  paid  on  capital,  if  that  profit  or 
“ interest  comes  into  the  hands  of  any  person 
“ whose  income  is  over  £L60,  it  ought  to  be, 

“ and  it  is,  taxable.  Thera  is,  no  doubt,  some 
“ leakage  in  the  assessment  and  collection  of  the 
“ small  sums  that  become  payable  under  these 
“ circumstances.  This  is  inevitable  under  any 
“ system,  and  is  not  peculiar  to  incomes  derived 
“ from  Co-operative  Societies.  The  leakage 
“ moreover,  is  in  this  case,  we  are  satisfied, 

“ very  trifling  in  amount  as  oompared  with 
“ evasion  elsewhere,  and  will  be,  we  hope, 

“ diminished  by  the  proposals  made  earlier  in  this 
“ Report. 

“ 138.  We  do  not  think,  therefore,  that  any 
“ case  for  alteration  of  the  Income  9 ax^  law 
“was  made  out  by  the  Traders’  Associations; 

“ certainly  none  is  required  in  the  interests  of 
“ the  Revenue.  Indeed,  the  particular  proposals 
“ which  have  been  put  before  us  would  not  only 
“ on  general  grounds  be  inequitable  or  im- 
“ practicable,  but  also,  by  reason  of  the  expense 
“ they  would  entail,  actually  disadvantageous  to 
“ the  Treasury. 

“ 139.  The  question  whether  societies  regis- 
“ tered  under  the  Provident  and  Industrial 
“ Societies’  Act  ought  to  be  subjected  to  any 
“ limitations  with  regard  to  their  dealings  with 
“ non-members  was  not  referred  to  us,  and  we 
“ express  no  opinion  upon  it.  But  it  has  been 
“ brought  to  our  notice  that  very  large  and 
“ varied  enterprises  in  the  way  of  manufacture, 
“ shipping,  insurance  and  banking— enterprises 
“ which  in  some  cases  involve  considerable  and 
“ regular  dealings  with  the  outside'  public — are 
“ now  carried  on  under  the  Industrial  and  Provi- 
“ dent  Societies’  Act:  and  it  may  be  worth  con- 
sideration whether  further  enquiry  should  be 
“ made  into  the  conditions  under  which  the 
“ privilege  of  registration  under  that  Act  is 
“ conferred.” 

The  present  position. 

19.446.  (28)  The  broad  position  under  existing 
enactments  is  as  follows : tax  is  paid  and  borne  by 
the  societies  at  the  highest  rate  (now  6s.  in  the  £) 
under  the  following  headings:  — 

(a)  under  Schedule  A,  on  land  and  buildings  in 

the  occupation,  and  used  for  the  purposes, 

of  the  societies, 

(b)  under  Schedule  A,  on  land  and  buildings 

owned  by  them  and  let  to  tenants, 

(c)  under  Schedule  B,  in  respect  of  land  in  their 

own  occupation. 

In  addition,  Co-operative  Societies  are  liable  to 
deduct  and  pay  over  to  the  Revenue,  Income  Tax 
on  any  payment  of  interest  on  loans  and  deposits 
due  by  them,  except  in  so  far  as  such  interest  is 
paid  out  of  profits  or  gains  brought  into  charge  to 
such  tax. 

19.447.  (29)  Some  years  ago,  attention  was  drawn 
to  the  fact  that  a large  majority  of  the  persons 


receiving  interest  from  Co-operative  Societies  were 
exempt  altogether  from  Income  Tax,  and  represents 
tions  were  made  that  it  would  be  to  the  advantage 
of  the  societies,  of  the  Revenue  Department,  and  of 
the  recipients  of  the  interest,  if  deduction  of  tax  on 
payment  of  interest  were  discontinued  and  provision 
made  in  lieu  thereof  for  the  direct  assessment  of  any 
recipient  actually  liable  to  tax. 

19,448.  (30)  An  arrangement  was  made  accordingly 
between  the  Revenue  Department  and  the  Co-opera- 
tive Union  to  the  following  effect:  — 

A society,  being  a member  of  the  Union,  may, 
in  lieu  of  deducting  tax  on  payment  of  interest, 
furnish  yearly  to  the  Surveyor  of  Taxes  copies 
of  its  printed  accounts  and  returns  of  the 
amounts  of  interest  paid  or  credited  to  such 
individuals  having  fixed  loans,  or  having 
moneys  on  deposit  with  the  society,  as,  in  the 
opinion  of  the  responsible  officer  of  the  society, 
are  in  receipt  of  incomes  exceeding  £130  a year, 
together  with  their  names  and  addresses.  The 
liability  of  the  recipients  of  the  interest  is  there- 
upon dealt  with  by  direct  assessment. 

A society  desiring  to  take  advantage  of  this 
arrangement  notifies  the  Surveyor  to  that  effect 
and  submits  copies  of  its  rules  and  accounts. 

19.449.  (31)  The  effect  of  this  arrangement  is  that 
instead  of  the  Income  Tax  upon  the  interest  in  ques- 
tion being  paid  under  deduction  of  tax  at  the  highest 
rate  and  repayments  being  subsequently  made  to  the 
various  recipients  of  the  income  who  are  entitled . to 
exemption  or  relief,  the  net  amount  of  tax  to  which 
the  Revenue  is  ultimately  entitled  from  the  recipi- 
ents of  the  income  is  collected  by  direct  assessment 
upon  those  persons. 

19.450.  (32)  Although  it  is  true  that  any  system 
of  direct  assessment  inevitably  involves  some  small 
leakage  of  duty,  it  is  suggested  that  the  convenience 
of  this  arrangement,  which  obviates  the  necessity  of 
making  literally  millions  of  adjustments  of  tax  on 
behalf  of  persons  of  whom  the  great  majority  are 
entirely  relieved  from  tax  is  of  such  magnitude  as 
many  times  to  compensate  for  the  small  loss  of  duty 
which  is  probably  suffered. 

19.451.  (33)  The  method  by  which  Income  Tax  is 
levied  upon  Co-operative  Societies  (see  paragraph  28) 
is  of  course  an  exceptional  one,  but  in  the  opinion  of 
the  Board  of  Inland  Revenue,  it  is,  apart  from  its 
practical  convenience,  effective  in  securing  to  the 
Revenue  at  least  the  amount  of  tax  which  upon 
existing  general  Income  Tax  principles  is  due  to  be 
collected  from  the  societies. 

19.452.  (34)  Under  the  principles  of  the  Income 
Tax  Acts  the  surplus  which  arises  in  a mutual  con- 
cern from  transactions  with  members  (though  it  is 
sometimes  described  as  a profit)  is  not  a profit  charge- 
able to  Income  Tax. 

19.453.  (35)  The  Board  of  Inland  Revenue  are 
aware  that  this  fact  has  at  times  been  challenged. 
But  the  question  is  one  of  law  and  as  such,  the 
Board  are  advised,  in  the  light  of  decided  cases,  it 
admits  of  no  reasonable  doubt.* 

19  454.  (36)  In  the  Excess  Profits  Duty  Act  (the 
Finance  (No.  2)  Act,  1915),  in  which  the  Legislature 
imposed  a charge  of  Excess  Profits  Duty  in  respect 
of  the  increased  surpluses  of  Industrial  and  Provident 
Societies,  express  words  were  introduced  into  the 
Statute  to  bring  such  surpluses  within  the  term 
“ profit”  as  used  in  that  Act. 

19,455.  (37)  This  being  the  case,  the  Board  of 
Inland  Revenue  base  their  view,  expressed  in  para- 
graph 33  above,  upon  the  following  calculation. 

19  456.  (38)  At  least  seven-eighths  of  the  four 
million  members  of  the  various  Co-operative  Societies 
are  shareholders  in  the  distributive  trading  societies 
and  in  the  productive  and  wholesale  societies'!  ; the 
statistics  which  follow  have  therefore  (in  order  to 

* The  available  surplus  of  an  Industrial  and  Provident  Society 
is  described  in  the  Industrial  and  Provident  Societies  Act  by  the 
term  “ profit.”  This  does  not  of  course  affect  the  question  of  the 
liability  to  Income  Tax.  The  question  which  arises  in  connec- 
tion with  that  duty  is  not  whether  a particular  margin  or  surplus 
is  described  as  oro'fit  or  otherwise  but  whether,  as  a question  of 
law,  it  is  a profit  or  gain  chargeable  with  Income  Tax  under  the 
Income  Tax  Acts.  . .'  , 

! 'phe  productive  and  wholesale  societies  are  practically  owned 
by  the  distributive  societies. 
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limit  labour)  been  confined  to  these  particular  classes 
ot  societies.  The  Income  Tax  liability  of  the  balance 
would  in  any  case  be  small.  The  aggregate  income 
of  these  Co-operative  Societies  within  the  scope 
of  the  existing  Income  'lax  charged  is  estimated  as 
follows : — . 

t £ 

1.  in  respect  of  annual  value  of 

property  and  occupation  of 
land  (Schedules  A and  B)  ...  1,321,000 

II.  In  respect  of  interest  received  on 

investments  (Schedules  C and  D)  700,000 

III.  in  respect  of  profits  of  trade  with 

non-members  (Schedule  D)  ...  250  000 

19,457.  (39)  These  estimates  have  been  computed  as 
follows : — 

I.  Net  annual . value  assessed  under  Schedule 
A,  after  deduction  of  the  normal  one-sixth 
allowance  for  repairs  : — 

£ 

(a)  property  owned  by,  and  in 

the  occupation  of,  the 
societies 1,029,000 

(b)  property  owned  by  the 

societies,  but  let  to 
tenants  288,000 


total  1,317,000 

assessed  under  Schedule  B on 

the  double  rent  basis  108,000 


total  amount  assessed  under 

Schedules  A and  B 1,425,000 
less  ground  rent,  feu 
duties  and  mortgage 
interest  104,000 


1,321,000 


11.  The  investments,  which  consist  mainly  of 
mortgages  on  property  and  of  War  Loan, 
amount  to  £14,000,000  and  accordingly 
£700,000  may  be  adopted  as  a near  approxi- 
mation to  the  interest  thereon. 

III.  As  to  the  trade  with  non-members,  an 
investigation  from  the  accounts  of  the 
societies  has  been  made  and  indicates  that 
not  more  than  2 per  cent,  of  the  total  turn 
over  of  Co-operative  Societies  represents 
trade  with  non-members,  and  that  the 
profit  thereon,  after  deduction  of  the  dis- 
count or  rebate  on  purchases  allowed  to 
non-members,  is  about  7 per  cent,  on  the 
sales  to  such  non-members.  In  the  year  to 
31st  December,  1917,  the  sales  to  non- 
members were  about  £3,500,000  and  the 
profits  therefrom  are  estimated  at 
£250,000. 

19.458.  (40)  Upon  the  first  of  these  items  (No.  I in 
paragraph  39)  Income  Tax  is  paid  by  societies  under 
Schedules  A and  B at  the  rate  of  6s.  in  the  £,  without 
adjustment  or  deduction. 

19.459.  (41)  As  regards  the  other  items  (Nos.  II 
and  III  in  paragraph  39),  the  societies  are  called  upon 
to  pay  interest  to  the  amount  of  some  £2,350,000 
per  annum  in  respect  of  shares,  deposits  and  loans, 
nvhich  amount  to  about  £54,000,000.  This,  as  has 
been  explained  above  ( see  paragraphs  29  to  32),  bears 
Income  Tax  in  the  hands  of  liable  recipients  at  the 
appropriate  rates.  Under  the  existing  principles  of 
the  Inoome  Tax  as  they  are  applied  to  taxpayers  in 
general,  where  the  taxpayer  is  liable  to  pay  interest 
and  possesses  profits  or  gains  within  the  scope  of  the 
Income  Tax  available  for  making  that  payment,  the 
income  so  available  is  set  off  against  a corresponding 
amount  of  interest  paid.  Thus,  when  the  interest 
exceeds  the  taxable  profits,  the  total  liability  to  the 
Revenue  is  represented  by  the  tax  on  the  interest. 
It  follows,  therefore,  that  the  Revenue,  having  re- 
ceived tax  at  the  proper  rates  upon  the  interest 
(amounting  to  £2,350,000)  upon  shares,  loans  and 
deposits,  has  no  further  daim  to  tax  upon  the 
profits  (£950,000  representing  interest  on  investments 
and  profits  from  trading  with  non-members)  available 
for  payment  of  the  interest. 

19,460.  (42)  Reference  should  perhaps  also  be  made 
to  the  amount  which,  year  by  year,  Co-operative 


Societies  place  to  reserve.  In  the  main  this  surplus 
is  a surplus  arising  from  transactions  with  members, 
and  therefore  as  above  explained  (see  paragraph  34)’ 
it  is  not  within  the  soope  of  that  duty.  It  may] 
however,  be  noted  in  passing  that,  even  if  it  were 
within  the  scope  of  that  duty,  the  tax  on  this  sum 
together  with  the  tax  on  profits  of  trade  with  non- 
members and  on  income  from  investments,  would 
still  be  covered  by  the  tax  on  interest  paid. 

19.461.  (43)  From  another  point  of  view  it  might 
be  urged  that  Co-operative  Societies  should  at  least 
pay  Income  Tax  upon  the  ‘interest  on  the  capital 
actively  employed  by  them.  This  capital  might  be 
taken  at  £78,000,000.  In  fact,  the  Revenue  does 
obtain  tax  in  respect  of  the  interest  on  share  capital, 
deposits  and  loans — subject,  of  course,  to  the  ex- 
emptions and  allowances  to  which  the  individual 
recipients  are  entitled  by  reference  to  the  amount  of 
their  total  incomes — while  the  interest  on  surpluses 
and  reserves,  totalling  £24,000,000,  is  more  than 
covered  by  the  tax  under  Schedule  A paid  on  the 
annual  value  of  property  represented  by  buildings, 
fixtures  and  lands,  totalling  £35,000,000. 

19.462.  (44)  In  the  foregoing  paragraphs  it  has 
been  taken  as  an  assumption  that  the  profits  arising 
from  trade  with  non-members  and  from  investments 
may  be  treated  as  available  for  payment  of  interest 
which  the  societies  are  called  upon  to  pay.  This  view 
is  in  conformity  with  Inoome  Tax  law  as  interpreted 
in  particular  in  the  decisions  of  the  House  of  Lords 
in  London  County  Council  v.  Attorney-General 
(1901,  4 Tax  Cases,  265)  and  Sugden  v.  Leeds 
Corporation  (1913,  6 Tax  Cases,  211). 

Revenue  results  if  the  law  were  so  altered  that  any 
surplus  derived  from  mutual  transactions  were  treated 
as  taxable  profits. 

19.463.  (45)  So  far  this  evidence  has  proceeded  by 
reference  to  the  interpretation  of  Inoome  Tax  law 
under  which  any  surplus  arising  in  a mutual  oonoern 
from  transactions  with  members  is  not  a taxable 
profit  (see  paragraph  34).  The  view  is  taken  in  some 
quarters  that  this  principle  ought  to  be  reversed  and 
that  henceforth  it  should  be  prescribed  by  Statute 
that  the  total  surplus  of  a mutual  concern  should  be 
regarded  as  profit  liable  to  Income  Tax,  and  the 
charge  computed  by  the  same  methods  as  are  applied 
to  the  assessment  of  the  profits  of  any  commecrial 
trader. 

19.464.  (46)  In  that  event,  mutual  ooncerns  would, 
no  doubt,  consider  whether  they  would  continue  to 
conduct  their  business  upon  the  same  lines  as  at 
present,  or  whether  they  should  so  alter  their  course 
of  business  as  to  eliminate  or  greatly  to  reduce  the 
surplus  and  thus  to  avoid  liability  to  Income  Tax. 

19.465.  (47)  For  the  purpose  of  indicating  the  ex- 
tent of  the  problem  and  the  amount  of  revenue  that 
might  accrue  in  the  event  of  the  adoption  of  prin- 
ciples differing  from  those  up  to  now  in  force,  the 
Board  of  Inland  Revenue  have  made  estimates  of 
the  amount  of  tax  which  might  be  received  in  respect 
of  Co-operative  Societies  (which  are  a species  of 
mutual  concern)  supposing  that  the  surplus  of  a 
mutual  concern  were  prescribed  to  be  a profit  liable 
to  Income  Tax,  upon  the  assumption  that  no  diminu- 
tion in  the  surpluses,  of  mutual  concerns  resulted. 
These  estimates,  as  given  below,  are  subject  to  a mar- 
gin of  error  of  perhaps  10  per  cent.  They  proceed 
upon  the  hypothesis  that  the  existing  special  pro- 
vision dealing  with  Co-operative  Societies  would  be 
repealed,  as  being  no  longer  apposite,  and  that  ‘Do- 
operative  Societies  would  be  charged  upon  the  same 
methods  as  companies  or  other  corporate  bodies. 

19.466.  (48)  The  revenue  now  received  in  respect  of 
Co-operative  Societies  is  estimated  at  £466,000 — 
Appendix  V. 

19.467.  (49)  If  it  were  decided  to  consider  as  a 
profit  liable  to  Income  Tax  all  surpluses  arising  from 
mutual  transactions  so  far  as  the  same  are  not  dis- 
tributed, it  is  estimated  that  the  Revenue  would 
receive  £619,000 — Appendix  VI. 

19.468.  (50)  If,  on  the  other  hand,  it  were  decided 
that  the  whole  surplus  whether  distributed  amongst 
the  members  or  not  is  to  be  taxed,  the  corresponding 
resulting  revenue  is  estimated  at  £1,024,000 — Ap- 
pendix VII. 
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CO-OPERATIVE  SOCIETIES. 

19.469.  APPENDICES. 

Appendix  I. — Statement  showing  5 years’  operations  of  agricultural  societies. 

II. — „ „ „ „ distributive  trading  societies. 

III.  — „ „ „ „ productive  societies. 

IV.  — „ „ „ „ wholesale  societies. 

V. — Statement  showing  aggregate  net  tax  at  present  payable  to  the  Revenue,  £466,000. 
„ VI  & VII. — Computation  of  Income  Tax  which  would  be  payable  on  certain  hypotheses. 

19.470.  Appendix  No.  I. 

AGRICULTURAL  CO-OPELIATIVE  SOCIETIES. 


Statement  prepared  from  Reports  by  the  Chief  Registrar  of  Fiiendly  Societies  showing  particulars  as  to  the 
operations,  &c.,  of  agricultural  societies,  from  1912  to  1916. 


— 

1912. 

1913. 

1914. 

1915. 

1916. 

1.  Number  of  members  at 
end  of  year. 

120, 4 50 

123,243 

127,250 

143,898 

158,917 

£ 

£ 

£ 

£ 

£ 

2.  Sales  during  year 

5,080,729 

5,487,003 

6,047,864 

8,456,849 

LI, 127, 741 

3.  Surplus  on  year’s 

44,995 

2,966 

95,181 

162,657 

184,086 

working. 

Allocation  of  surplus. 

4.  Interest  on  share  capital 

7,846 

7,633 

8,217 

9,336 

12,221 

5.  Dividends  on  purchases 

10,867 

12,049 

13,369 

15,080 

19,609 

6.  Interest  on  loans  and 

Deducted 

in  arriving  at  surplus 

on  year’s 

working. 

deposits. 

Liabilities  at  end  of  year. 
7.  Share  capital  ... 

303,611 

317,326 

329,915 

365,832 

408,474 

8.  Deposits  

16,576 

18,857 

15,439 

16,777 

26,082 

9.  Loans  

355,463 

401,065 

431,685 

491,275 

519,847 

10.  Other  liabilbies 

343,742 

358,427 

444,135 

618,702 

935,926 

11.  Balance  of  surplus  and 

212,763 

231,505 

307,743 

439,633 

550,522 

reserve. 

Assets  at  end  of  year. 
12.  Stock-in-trade 

132,020 

149,783 

167,333 

270,874 

390,190 

13.  Buildings,  fixtures  and 

444,690 

506,903 

553,136 

613,376 

628,621 

land  used  in  trade. 

14.  Investments  and  other 

655,445 

670,494 

808,468 

1,047,969 

1,422,040 

assets. 

19,471.  Appendix  No.  II. 

DISTRIBUTIVE  TRADING  CO-OPERATIVE  SOCIETIES. 

Statement  prepared  from  Reports  by  the  Chief  Registrar  of  Friendly  Societies  showing  particulars  as  to  the 
operations,  &c.,  of  distributive  societies,  from  1912  to  1916. 




1912. 

1913. 

1914. 

1915. 

1916. 

1.  Number  of  members  at 

2,766,241 

2,900,997 

3,066,971 

3,299,5SS 

3,547,567 

end  of  year. 

£ 

£ 

£ 

£ 

£ 

2.  Sales  during  year 

80,789,348 

85,787,203 

89,861,869 

106,803,439 

125,363,364 

3.  Surplus  on  year’s 

11,774,494 

12,882,216 

13,539,016 

14,924,511 

16,650,576 

working. 

Allocation  of  surplus. 

1,867,259 

4.  Interest  on  share  capital 

1,421,761 

1,447,354 

1,543,325 

1,690,843 

5.  Dividends  on  purchases 

9,905,496 

10,278,874 

10,967,580 

11,891,685 

13,394,854 

6.  Interest  on  loans  and 

Deducted  in  arriving  at  surplus  on  year’s  working. 

deposits. 

Liabilities  at  end  of  year. 

7.  Share  capital  ... 

35,455,838 

37,901,326 

t0, 274, 461 

43,842,196 

47,984,742 

8.  Deposits... 

2,013,002 

2,079,355 

2,116,386 

2,498,427 

2,841,364 

9.  Loans  

2,874,350 

3,150,225 

3,166,940 

3,201,812 

3,136,339 

10.  Other  liabilities 

3,112,216 

1,757,690 

2,057,883 

2,686,346 

3,205,111 

11.  Balance  of  surplus  and 

4,518,988 

6,663j969 

7,337,384 

8,206,166 

9,091,848 

reserve. 

.Assess  at  end  of  year. 

12.  Stock-in-trade  ... 

9,014,295 

9,419,101 

10,363,499 

12,630,356 

15.440,461 

13.  Buildings,  fixtures  and 

13,771,354 

13,853,947 

14,564,896 

15,112,430 

15,533,002 

land  used  in  trade. 

14.  Investments  and  other 

25,188,745 

28,279,517 

30,024,659 

32,692,161 

35,285,941 

assets. 
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19,472.  Appendix  No.  HI. 

PRODUCTIVE  CO-OPERATIYE  SOCIETIES. 


Statement  prepared  from  Reports  by  the  Chief  Registrar  of  Friendly  Societies  showing  particulars  as  to  the 
operations,  &c.,  of  productive  societies,  from  1912  to  1916. 


— 

1912. 

1913. 

1914. 

1915. 

1916. 

1.  Number  of  members  at 

47,821 

52,376 

49,865 

51,740 

58,247 

end  of  year. 

£ 

£ 

£ 

£ 

2.  Sales  during  year 

4,064,288 

4,327,932 

4,402,017 

5,281,110 

5,295,489 

3.  Surplus  on  year’s 

236,362 

242,663 

280,225 

380,676 

353,749 

working. 

A llocation  of  surplus. 

4.  Interest  on  share  capital 

49,635 

48,971 

46,273 

54,908 

52,688 

5.  Dividends  on  purchases 

127,341 

126,822 

121,603 

165.799 

158.594 

6.  Interest  on  loans  and 

Deducted  in  arriving  at  surplus  on  year’s  working. 

deposits. 

Liabilities  at  end  of  year. 

7.  Share  capital  ... 

1,032,953 

1,067,003 

1,091,486 

1,133,861 

956,245 

8.  Deposits... 

215,488 

236,015 

75,189 

76,973 

71,879 

1 9.  Loans  

405,594 

526,299 

712,989 

735,339 

808,999 

10.  Other  liabilities 

224,119 

204,943 

212,271 

187,539 

242,562 

11.  Balance  of  surplus  and 

222,050 

267,538 

330,974 

433,964 

489,309 

reserve. 

Assets  at  end  of  year. 

12.  Stock-in-trade 

522,143 

569,352 

639,685 

560,585 

710,826 

13.  Buildings,  fixtures  and 

780,616 

819,627 

842,934 

826,086 

792,289 

land  used  in  trade. 

14.  Investments  and  other 

797,445 

912,819 

940,290 

1,181,005 

1,065,879 

assets. 

19,473.  Appendix  No.  TV. 

THREE  CO-OPERATIVE  WHOLESALE  SOCIETIES. 


Statement  prepared  from  Reports  by  the  Chief  Registrar  of  Friendly  Societies  showing  particulars  as  to  the 
srations.  &c..  of  the  wholesale  soeieties  frcm  1Q19  1Q1R 


1912. 

1913. 

1914. 

1915. 

1916. 

1,432 

2,022 

2,057 

2,105 

2,106 

£ 

£ 

£ 

£ 

£ 

38,126,329 

40,340,349 

44,342,506 

54,470,111 

66,732,485 

1,030,281 

1,205,956 

1,376,650 

1,709,084 

2,365,141 

116,087 

121,364 

116,562 

134,441 

149,587 

731,488 

745,903 

963,454 

1,367,660 

1,420,709 

Deduct 

sd  in  arrivi 

ig  at  surplus 

on  year’s  v 

forking. 

2,369504 

2,504,766 

2,608,043 

2,786,939 

3,176,228 

2,868,237 

3,233,446 

3,654,543 

3,904,629 

4,042,183 

3,134,715 

4,250,021 

4,147,499 

4,349,854 

4,452,586 

2,011,298 

1,529,304 

1,869,633 

2,434,432 

3,304,931 

2,243,747 

2,335,882 

2,713,275 

2,988,311 

3,243,321 

3,772,675 

4,334,158 

4,547,308 

5,460,478 

7,044,549 

2,097,674 

2,095,200 

2,202,307 

2,962,819 

3,019,601 

3,942,420 

4,977,541 

5,901,148 

5,905.096 

6,982,613 

1.  Number  of  members  at 

end  of  year. 

2.  SaleB  during  year 

3.  Surplus  on  year’s  work- 

ing. 

Allocation  of  surplus. 

4.  Interest  on  share  capital 

5.  Dividends  on  purchases 

6.  Interest  on  loans  and 

deposits. 

Liabilities  at  end  of  year. 

7.  Share  capital  ... 

8.  Deposits 

9.  Loans 

10.  Other  liabilities 

11.  Balance  of  surplus  and 

reserve. 

Assets  at  end  of  year. 

12.  Stock-in-trade  ... 

13.  Buildings,  fixtures  and 

land  used  in  trade. 

14.  Investments  and  other 

assets. 
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19,474.  Appendix  No.  V. 

Aggregate  amount  of  tax  payable,  year  1919-20, 
under  existing  conditions  in  respect  of  distributive 
trading,  productive,  and  wholesale  Co-operative 
Societies  in  the  United  Kingdom. 

In  this  and  the  following  Appendices  the  propor- 
tion of  the  interest  on  share  capital,  loans  and  de- 
posits received  by  persons  entirely  relieved  from 
Income  Tax  has,  after  investigation,  been  taken  at 
80  per  cent. 

Tax  payable  under  Schedule  A.  £ 

At  6s.  in  the  £1  on  £1,213,000  (i.e., 
on  £1,317,000  less  £104,000  for 
ground  rents,  &c.)  ...  ...  363,900 

Tax  payable  under  Schedule  B. 

At  6s.  in  the  £1  on  £108,000  ...  ...  32,400 

Tax  paid  on  interest  on  share  capital,  loans 
and  deposits,  assuming  that  20  per  cent, 
of  the  total  interest  is  liable  to  bear  In- 
come Tax,  at  an  average  rate  of  3s.  in  the 
£,  and  that  the  balance  is  received  by 
persons  entirely  relieved  from  Income 
Tax  • 69>83] 


Less 

8.  Assessed  under  Schedules  A 

and  B 

9.  Allowance  of  one-sixth  for 

depreciation  under  Rule  5 
(1)  and  (2)  of  Cases  I.  and 
II.  of  Schedule  D of  the 
Income  Tax  Act,  1918 


1,425,000 


60,000 

1.485,000 


Assessable  profits  under  Case  I. 
of  Schedule  D,  year  1919-20 

The  total  tax  payable  under 
Schedules  .4,  B and  D would 
be : — 

(i)  Schedule  D as  above  at 

6s.  in  the  £ ... 

(ii)  Schedule  A at  6s.  in  the 

£ ...  ...  ... 

(iii)  Schedule  B at  6s.  in  the 


2,836,700 


851,010 

363,900 

32,400 


Aggregate  tax  payable,  sub- 
ject to  repayments 


1,247,310 


Aggregate  amount  of  tax  payable  under 
existing  arrangement  466,131 

say  466,009 

The  duty  is  payable  in  part  by  the  societies  them 
selves  and  in  part  by  their  members. 


19,475.  Appendix  No.  VI. 

Computation  showing  what  would  be  the  aggre- 
gate liability  to  Income  Tax,  year  1919—20  (payable 
in  part  by  the  societies  and  in  part  by  their  mem- 
bers), based  on  the  combined  results  of  the  distribu- 
tive trading,  productive  and  wholesale  Co-operative 
Societies,  assuming:  — 

(a)  that  it  has  been  prescribed  by  law  that  the 
surpluses  not  distributed,  but  allocated  to  reserves, 
including  depreciation  of  buildings,  and  interest  on 
share  capital  are  profits  or  gains  liable  to  Income 
Tax, 

( b ) that  it  has  been  prescribed  that  Oo-operativo 
Societies  should  be  dealt  with  upon  the  same  methods 
as  companies  or  other  bodies  corporate,  and 

(c)  that  the  results  of  the  year  to  31st  December. 
1917,  may  be  regarded  as  equivalent  to  the  average 
of  the  results  of  the  years  1916,  1917  and  1918,  on  the 
basis  of  which  years  the  computation  under  Case  I cn 
Schedule  D falls  to  be  made. 

The  computation  proceeds  upon  the  hypothesis 
that  surpluses  of  mutual  concerns  would  not  tend 
to  be  reduced  through  being  brought  within  the 
scope  of  the  Income  Tax. 

Computation  of  the  liability  to  Income  Tax  Sc.he- 
dxde  D,  for  the  yecur  1919-20,  starting  from  the 
balances  shown  in  the  societies'  accounts  arid  malong 
the  necessary  adjustments  for  Income  Tax  purposes 

£ £ 

1.  Surplus  ...  ...  ...  13,900,000 

Less  “dividends”  on  pur- 
chases ...  ...  ...  13,500,000 

400.000 


2.  Interest  or  dividends  on 
share  capital 

2.  Interest  on  loans  and  de- 
posits 

4.  Interest  on  mortgages 

5.  Transfers  to  reserves,  includ- 

ing depreciation  of  build- 
ings   

6.  Ground  rents,  feu  duties, 

&c.,  not  more  than 

7.  Income  Tax  paid  under 

Schedules  A & B,  esti- 
mated at  


2.019.000 

308,700 

4,000 

1.150.000 

100,000 

340, 0C0 


4,321,700 


The  total  amount  that  would 
be  repayable  to  persons  not 
liable  to  pay  any  tax  (reckoned 
as  in  Appendix  No.  V at  80 
per  cent.)  and  to  persons  liable 
to  Income  Tax  at  the  reduced 
rate  of  3s.  in  the  £ (computed 
on  so  much  of  the  surplus  only 
ns  is  distributed  by  the 
societies)  ... 

Difference  representing  the 
tax  retainable  by  the  Revenue 
including  tax  at  6s.  in  the  £ on 
any  sums  allocated  to  reserves, 
&c.,  and  not  distributed  by  the 
societies 


628,479 


618,831 
say  619,000 


Appendix  No.  VII. 


19  476.  Modification  of  the  computation  m 
Appendix  No.  VI,  which  would  result,  if  it  be 
assumed  to  have  been  prescribed  by  law  that  the 
surplus  distributed  by  Co-operative  Societies  should 
be  treated  as  profits  chargeable  to  Income  lax,  as 
well  as  the  undistributed  surplus. 

This  calculation  also  proceeds  upon  the  hypothesis 
that  surpluses  of  mutual  concerns  would  not  tend 
to  be  reduced  if  they  were  brought  within  the  scope 
of  the  Income  Tax. 


Aggregate  net  tax  retainable  after 
repayments  have  been  made  as  in 
computation  in  Appendix  VI. 

Net  tax  payable  on  the 
surplus  and  distributed 
as  “ dividends  ” on 


£ 

619,000 


purchases  and  amount- 
ing to  £13,500,000  at 
6s.  in  the  £ 


£4,050,000 


Less  due  to  be  repaid  to 
persons  not  liable  to 
pay  any  tax  (reckoned 
as  in  Appendix  No.  V. 
at  80  per  cent.)  and  to 
persons  liable  to  pay 
Income  Tax  at  the  re- 
duced rate  of  3s.  in 
the  £ 


3,645,000 


Leaving  a net  sum  pay- 
able amounting  to  ... 


405,000 


Aggregate  net  tax  retainable  by  the 

Exchequer  ±.l,J^4,uuu 

It  should  be  noted  that  the  estimates  in  Appen- 
ices  No.  VI  and  No.  VII  deal  with  the  whole  body 
f Co-operative  Societies  above  specified  as  if  they 
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were  one  taxable  entity,  whereas,  in  fact,  each 
Society  would  be  separately  assessable.  In  the 
result,  there  would  be  sundry  minor  adjustments 
which  it  is  considered  would  affect  the  estimated 
tax  receivable  to  an  extent  not  exceeding  10  per 
cent,  either  way. 

[TAis  concludes  the  evidence  .in-chief .] 

19.477.  Mr.  Kerly : We  have  had  the  pleasure  of 
seeing  you  before.  You  have  given  us  some  evidence 
which  is  of  course  of  great  importance,  having  regard 
to  the  question  that  has  been  raised,  and  it  deals  with 
the  probable  results  of  suggested  changes  in  the  law. 
You  are  familiar  with  our  procedure? — Yes. 

19.478.  Mr.  McIAntock  : In  paragraph  24  you  refer 
to  the  section  which  is  now  in  operation  with  regard 
to  the  assessment  of  Co-operative  Societies,  which 
reads:  “A  society  registered  under  the  Industrial 
and  Provident  Societies  Act,  1893,  shall  be  entitled 
to  exemption  from  tax  under  Schedules  C and  D, 
unless  it  sells  to  persons  not  members  thereof,  and  the 
number  of  its  shares  is  limited  by  its  rules  or  prac- 
tice, but  no  member  of  or  person  employed  by  the 
society  shall  be  exempt  from  charge  to  the  tax  to 
which  he  would  otherwise  be  liable.”  I take  an  ex- 
treme case : if  there  was  a Co-operative  Society  whose 
membership  was  unlimited,  who  had  one  member  and 
99  non-members,  it  would  still  not  be  liable  to  tax  ? — 
That  is  so,  yes. 

19.479.  Mr.  May : It  cannot  have  less  than  seven 
members. 

19.480.  Mr.  McLintock : Well,  then,  I will  say 
seven  and  93. 

19.481.  Mr.  May:  It  is  a provision  of  the  Act  that 
the  minimum  number  to  form  a society  is  seven. 

19.482.  Mr.  McLintock  : I will  put  it  in  another 
way,  then,  that  a society  whose  actual  members  were 
limited  to  the  minimum  number  required  by  law, 
namely,  seven,  out  of  100  customers  had  seven  mem- 
bers and  93  non-members  ? — Then  it  would  be  making 
a profit  out  of  its  non-members  far  in  excess  of  what 
it  would  be  making  from  its  members.  As  regards  the 
profits  made  from  its  members,  the  society  would  fall 
within  the  exemption.  If  the  number  of  its  share- 
holders was  unlimited,  but  in  fact  was  only  seven,  it 
would  still  fall  within  the  exemption  as  regards  the 
profits  made  by  the  seven  members  trading  with  one 
another. 

19.483.  I am  assuming  its  membership  was  un- 
limited?— Yes,  I follow. 

19.484.  But  that  the  relative  proportions  of  non- 
members’  trade  and  members’  trade  is  preponder- 
atingly  in  favour  of  non-members? — Yes. 

19.485.  Are  they  not  exempt? — Undoubtedly  they 
are  exempt  from  direct  assessment  under  this 
exemption. 

19.486.  Mr.  Kerly : Does  it  not  come  to  this,  that 
on  the  terms  of  this  section  the  society,  if  it  com- 
plies with  both  conditions,  is  not  as  a society  to  pay 
under  Schedules  C and  D? — That  is  so. 

19.487.  That  is  Mr.  McLintock’s  point? — Yes. 

19.488.  Mr.  McLintock  : That  is  my  point — how- 
ever extreme  the  position  may  be? — Yes,  however 
extreme. 

19.489.  Mr.  Kerly : But  it  must  comply  with  both 
conditions  ? — Undoubtedly. 

19.490.  Mr.  McLintock:  Arising  out  of  a posi- 
tion like  that,  you  refer  to  the  Report  of  the  De- 
partmental Committee  that  a society  may  of  course 
make  a profit  on  dealings  with  non-members.  It  is 
suggested  that  the  profit  is  small;  that  is  in  your 
paragraph  27  (paragraph  137  of  the  Report):  “But 
so  far  as  any  such  profit  is  made,  and  so  far  as  any 
interest  is  paid  on  capital,  if  that  profit  or  interest 
comes  into  the  hands  of  any  person  whose  income  is 
over  £160,  it  ought  to  be,  and  it  is,  taxable.”  Is 
that  statement  correct  to-day? — Those  profits,  so 
far  as  they  are  distributed  as  interest  on  share 
capital  and  interest  on  loans  and  deposits,  are  tax- 
able in  the  hands  of  the  recipients,  and  are  taxed. 

19.491.  Is  it  only  the  interest  on  loans  or  on 
capital  that  is  referred  to  there?  You  say,  “ A 


society  may,  however,  of  course  make  profit  on  deal- 
ings with  non-members”? — Yes. 

19.492.  I am  assuming  the  non-member  has  no 

share  capital  in  the  concern,  and  he  has  no  loans? 

A non-member  cannot  have  share  capital. 

19.493.  Quite;  he  has  neither? — No. 

19.494.  Therefore  the  expression  “ profit  on  deal- 
ings ” must  mean  the  profits  on  the  sales  made  to 
him? — That  would  be  so.  I assume  the  question 
will  be  whether  they  are  profits  or  are  not  profits. 
If  the  non-member  receives  any  portion  of  the  so- 
called  profit,  it  is  treated  not  as  a profit,  but  as  a 
discount;  that  is  the  present  position. 

19.495.  In  other  words,  if  a non-member,  say,  gets 
half  the  dividend  or  deferred  discount,  or  whatever 
else  you  like  to  call  it,  paid  to  him  at  the  end  of  a 

-given  period,  that  is  not  considered  profit? — That  is 
not  considered  profit,  no. 

19.496.  Then  assuming  that  on  the  sales  of  the 
society  as  a whole  3s.  in  the  £ is  repayable  to  mem- 
bers, and  the  non-member  gets  Is.  6d.,  is  it  a fair 
assumption  that  the  society  have  made  Is.  6d.  profit 
off  the  non-member’s  trade? — No,  it  is  not  a fair 
assumption,  because  as  a rule  I should  assume  that 
what  is  purchased  by  the  non-member  will  produce 
a smaller  profit,  because  the  non-member  would  not 
be  likely  to  trade  with  the  society  unless  he  saw 
some  advantage  in  so  doing,  and  therefore  he  would 
in  all  probability  be  purchasing  those  goods  which 
were  cheapest  and  showed  the  least  profit;  that  is 
how  it  strikes  me. 

19.497.  Is  it  reasonable  to  make  any  such  assump- 
tion as  that  in  a great  mass  of  sales,  say  in  a grocery 
department,  that  a non-member’s  purchases  are  held 
to  be  of  goods  which  carry  the  minimum  rate  of 
profit? — I think  to  a great  extent,  because  other- 
wise I see  no  inducement  to  the  non-member  to  go 
and  trade  with  the  Co-operative  Society. 

19.498.  He  gets  his  half  discount  or  half  dividend? 
— He  might  even  then  get  greater  advantage, 
because,  for  instance,  some  Co-operative  Societies 
have  sold  bread  at  practically  cost  price,  as  evidenced 
by  the  fact  that  they  have  given  no  dividends  or  dis- 
counts in  respect  of  those  purchases.  It  is  only  an 
assumption ; I cannot  say  more,  and  I cannot  say 
definitely. 

19.499.  The  point  I want  to  make  is  this : while 
there  is  supposed  to  be  an  assessment  of  the  profit  of 
non-members,  as  a matter  of  actual  practice  there  is 
never  any? — Because  the  law  does  not  allow  it. 

19.500.  This  statement  here  is:  “so  far  as  any 
such  profit  is  made”? — Is  it  not  “by  the  mem- 
bers ” ? 

19.501.  No,  it  is  paragraph  137  of  the  Report  of 
the  Departmental  Committee  of  1905,  quoted  in  your 
paragraph  27. — Yes,  you  are  perfectly  right,  it  does 
say  so.  “ if  that  profit  or  interest  comes  into  the 
hands  of  any  person  whose  income  is  over  £160  it 
ought  to  be,  and  is,  taxable  ” ; but  then  that  is  profit. 

19.502.  The  only  thing  that  could  ever  come  into 
the  hands  of  a non-member  buyer  from  a Co-operative 
Society  is  his  dividend? — That  is  so,  but  that  is  not 
profit. 

19. 503.  You  have  decided  that  that  is  not  a divi- 
dend, Taut  a deferred  discount  or  rebate;  therefore 
there  never  can  be  any  profit? — That  is  so;  the  so- 
called  profit,  even  when  received  by  the  non-member, 
is  really  a discount  on  his  purchases. 

19.504.  The  whole  agitation  as  to  taxing  co-opera- 
tors is  not  on  the  question  of  their  interest  or  their 
dividends  on  the  capital,  but  on  the  profit  made  on 
sales? — That  is  so. 

19.505.  I suggest  it  is  just  a little  bit  misleading, 
not  on  your  part,  but  in  the  quotation  of  a paragraph 
like  this,  to  suggest  that  there  is  ever  any  assessment 
of  profit,  as  it  is  generally  understood? — I almost 
think  it  would  elucidate  the  point  very  clearly  if  I 
mentioned  a fact  that  has  come  under  my  notice. 
There  are  a number  of  private  traders  carrying  on 
their  businesses  and  calling  them  dividend  stores. 
Those  traders  give  their  customers — they  are  not 
members,  of  course,  they  are  customers — a so-called 
dividend  at  the  end  of  each  quarter  or  half-year. 
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Apropos  of  the  question  as  to  whether  the  so-called 
dividend  can  he  a profit  (I  will  put  this  in  afterwards 
if  you  desire),  I got  this  peculiar  result,  that  five 
traders  have  a turnover  of  £177,694;  they  distributed 
in  dividend  to  customers  £26,841 ; they  had  a profit 
left  to  themselves  of  £2,658  only,  that  is  only  one- 
tenth.  The  difficulty  appears  to  he  this,  that  if  those 
dividends  were  taxable  profits,  it  would  either  be 
necessary  to  tax  the  proprietor  of  the  business  for 
them,  or  to  follow  them  into  the  hands  of  the  cus- 
tomers, of  which  there  is  and  can  be  no  record;  and 
we  should  be  landed  in  this  position,  that  we  must 
either  penalize  (I  suggest  it  is  penalize;  I hope  I am 
not  using  too  strong  a term)  the  proprietor  of  the 
business  and  make  him  pay  on  10  times  the  profits 
that  go  into  his  own  pocket,  or  we  must  follow  the 
sales  into  the  hands  of  a customer  and  try  and  get 
the  tax  from  him.  It  seems  to  me  that  the  same 
difficulty  arises  in  the  case  of  a Co-operative  Society, 
if  the  dividend  paid  to  a non-member  is  a profit.  In- 
asmuch as  those  non-members  are  not  recorded  and 
we  could  not  tell  who  they  were  and  how  much  they 
got,  we  should  find  it  impossible  to  get  the  tax. 

19.506.  I appreciate  that,  and  the  point  I really 
wanted  to  make  was  that,  while  that  statement 
appears  and  gives  one  the  impression  that  there  is  a 
tax  imposed  on  that  portion  of  the  Co-operative 
Societies’  profits,  as  a matter  of  fact  there  is  none? 
—No. 

19.507.  And  there  cannot  be  as  things  stand  at 
present? — As  things  stand  at  present  it  is  not 
regarded  as  a profit;  but  please  do  not  take  it  from 
me  that  I want  to  suggest  that  this  Commission  might 
not  come  to  the  conclusion  that  it  ought  to  he 
regarded  as  a profit,  and  that  steps  ought  to  be  taken 
to  tax  it.  I am  only  trying  to  explain  what  is  the 
present  practice  and  what  is  regarded  as  the  present 
legal  liability. 

19.508.  May  I give  you  a much  bigger  instance 
which  you  are  probably  familiar  with,  that  of  the  Im- 
perial Tobacco  Company,  who  give  regular  bonuses  to 
the  buyers  of  their  goods?  The  practice  is  for  the 
Imperial  Tobacco  Company,  I believe,  not  to  charge 
that  payment  as  a business  expense,  as  these  multiple 
shop  people  did  in  the  instance  you  have  given,  and 
consequently  it  comes  into  the  coffers  of  the  various 
buyers  of  their  goods  and  is  included  in  their 
accounts  as  a taxable  profit.  Is  not  that  a parallel 
case  exactly  as  to  what  does  happen,  in  effect,  with 
co-operators  ? — No,  I am  not  quite  sure  that  it  is 
altogether  parallel;  to  a certain  extent  it  is. 

19.509.  To  take  a figure,  the  Imperial  Tobacco  Com- 
pany pay  £100,000  of  bonuses  to  the  buyers  of  their 
goods. 

19.510.  Mr.  Walker  Clark:  Is  not  the  parallel 
better  with  the  Wholesale  Co-operative  Society  than 
with  the  distributing  society. 

19.511.  Mr.  McLintock : I would  rather  stick  to  the 
retail.  The  recipient  of  that  bonus  would  have  to 
pay  the  tax  on  it  as  part  of  his  profits  if  the  Imperial 
Tobacco  Company  wished  to  treat  it  as  an  expense  of 
their  trade?— May  I put  that  perhaps  in  a different 
form,  as  it  appeals  to  me.  I should  say  that  the 
customer  of  the  Imperial  Tobacco  Company,  inas- 
much as  he  is  a trader  himself,  in  effect  would  pay 
the  tax  on  that,  because  it  would  he  a diminution 
of  the  cost  of  his  goods,  and  he  would  only  he  entitled 
to  charge  in  his  accounts  what  he  paid  for  his  goods 
less  this  discount  or  bonus  which  he  received  at  the 
end  of  the  year.  Therefore  I should  justify  the  in- 
clusion of  that  bonus  in  the  trader’s  accounts  as  a 
taxable  profit,  but  by  mutual  agreement  with  the 
Imperial  Tobacco  Company  a good  deal  of  labour  and 
unnecessary  work  has  been  obviated  by  the  Imperial 
Tobacco  Company  agreeing  to  account  for  the  tax 
themselves. 

19.512.  You  draw  a distinction  between  the  mutual 
trader  and  the  two  trading  concerns  such  as  the 
Imperial  Tobacco  Company' and  its  customer? — Yes. 
because  one  customer  is  a dealer  trading  in  the  goods 
he  purchases  and  the  other  is  merely  a consumer,  and 
therefore  he  makes  no  profit  after  he  purchases  his 
goods. 
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19.513.  I agree.  In  paragraph  30  you  refer  to  an 
arrangement  which  was  made  between  the  Revenue 
Department  and  the  Co-operative  Union  with  regard 
to  the  assessment  of  tax  on  the  recipients  of  interest 
from  the  Co-operative  Societies.  How  do  you  suggest 
that  the  responsible  officer  of  any  Co-operative 
Society  is  able  to  determine  the  incomes  of  all  the 
great  mass  of  three  million  members?— He  cannot  do 
it  completely,  but  inasmuch  as  the  number  of  mem- 
bers of  the  Co-operative  Societies  who  are  liable  to  pay 
tax  is  very  small  he  cannot  go  far  wrong  if  he  exer- 
cises a reasonable  discretion  and  returns  all  those 
that  he  thinks  are  likely  to  be  liable.  The  exercise  of 
a reasonable  discretion  will  result  in  his  returning  far 
more  than  will  actually  be  liable,  because  so  many 
of  the  people  he  knows  who  have  got  decent  incomes 
will  not  be  liable  to  pay  tax  owing  to  the  numerous 
reliefs  which  they  are  entitled  to  under  the  Acts ; and 
coupled  with  that  is  the  fact  that  the  Surveyor  of 
Taxes  has  the  right  to  question  the  list  and  to  satisfy 
himself  as  far  as  he  considers  necessary  as  to  whether 
any  names  have  been  omitted. 

19.514.  Mr.  Walker  Clark : To  examine  the  list  of 
the  shareholders?— I forget  what  it  says  as  to  that— 
“submit  copies  of  his  rules  and  accounts  —and  he 
would  naturally  examine  the  list  of  shareholders  if  be 
thought  it  was  necessary. 

19  515.  Mr.  McLintock : Do  you  suggest  that  that 
is  a satisfactory  method  of  getting  at  that  portion  of 
the  members  of  Co-operative  Societies  who  may  be 
liable?— Well,  it  is  probably  as  satisfactory  as  any- 
thing I can  conceive,  because  the  members  are  so 
numerous  that  if  the  Surveyor  had  to  go  through  the 
whole  list  it  would  be  an  enormous  job,  and  he  would, 
in  order  to  arrive  at  an  absolutely  accurate  result, 
have  to  serve  forms  on  thousands  of  members  with 
no  result  in  revenue.  . . . 

19.516.  I suggest  that  in  any  given  district  it  is 
not  quite  such  a formidable  task  as  it  would  appear. 
The  Surveyor  has  a return,  from  all  the  employers 
of  labour  ‘ in  the  district,  of  the  employees  whose 
salaries  or  whose  remuneration  exceeds  £130,  and  In- 
putting the  two  sets  of  lists  in  alphabetical  order  he 
could  easily  pick  them  out  from  the  smaller  one,  the 
employers’  return,  which  contains  actual  figures, 
instead  of  the  mere  guess-work  of  the  secretary  of  the 
Co-operative  Societv? — He  could,  but  I think  it  would 
be  onlv  fair  to  look  at  results.  The  members  them- 
selves are  liable  to  return  their  interests,  whether 
from  share  capital  or  loans.  They  do,  in  fact,  make 
returns  in  great  numbers,  and  if  any  do  omit  to 
return,  the  amounts  in  the  great  bulk  of  cases  are 
so  infinitesimal  that  they  certainly  would  not  be 
worth  the  trouble  of  hunting  for  ; consequently,  in 
ray  opinion,  the  amount  of  tax  which  is  lost  bv  omis- 
sion to  make  returns,  and  it  must  be  admitted  there 
is  some  loss,  would  not  be  sufficiently  material  to 
justify  embarking  on  an  alternative  system  which 
would  involve  so  much  labour. 

19.517.  Your  last  answer  was  just  leading  up  to  the 
last  question,  that,  in  your  opinion,  the  Revenue  do 
not  lose  by  this  method,  which  is  not,  I think,  in  force 
anywhere' else;  there  is  no  other  outside  individual 
allowed  to  determine  the  possibility  of  a man’s  tax- 
able capacity  in  any  other  group  of  persons?— No,  but 
I must  make  this  point,  that  as  the  law  stands  at  pre- 
sent, assuming  our  view  of  the  law  is  the  correct  one, 
the  Revenue  is  at  the  present  time  getting  more  tax 
from  Co-operative  Societies  than  it  would  get  if  a Co- 
operative Society  was  taxed  on  the  same  basis  as  a 
private  trader,  and  therefore  we  have  nothing  to 
worry  about. 

19, ’518.  One  question  in  order  to  get  an  explana- 
tion' with  regard  to  some  figures  in  your  paper. 
Appendix  No.  II.,  “ distributive  trading  Co-operative 
Societies.”  The  “ surplus  on  year’s  working.*’  under 
heading  No.  3,  is.  I suppose,  what  vou  would  term  in 
the  case  of  a trader  the  profit  of  the  year.  T merely 
want  to  know  if  that  figure  corresponds  with  what 
in  a trader’s  accounts  would  be  the  year’s  profits..— 
No,  T think  not.  because  this  figure  corresponds  with 
the  gross  amount  that  I referred  to  in  the  case  of  the 
private  individual  running  his  business  as  a dividend 
store. 

19.519.  That  is  profit  before  charging  interest  on 
share  capital  or  dividends  to  purchasers?— That  is 
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so  j it  is  the  profit  of  the  business  subject  co  the 
ordinary  Income  Tax  adjustments. 

19,52U.  The  point  I wanted  to  make  M as  this : the 
total  of  that  surplus  for  1916  is  £16,650,576,  and  you 
then  charge  against  it  the  interest  on  the  share 
capital  and  the  dividends  on  the  purchases,  which 
amount  to  £15,200,000  odd.  Where  has  the  balance 
gone;  can  you  tell  me?  Part  of  it  has  gone  to 
reserve,  presumably?— Part  of  it  will  represent  the 
dividend  for  the  last  quarter,  which  in  this  year  in 
particular  will  be  in  excess  of  the  dividend  of  the  last 
quarter  of  the  preceding  year  it  came  in;  m some 
cases  it  includes  reserve  for  Excess  Profits  Duty,  and 
it  will  also  include  the  sums  set  aside  to  permanent 
reserve. 

19,521.  That,  of  course,  appears? — Apparently 

there  is  an  increase  in  the  last  quarter’s  dividend  of 
£440,000? 


19.522.  I assumed  that  the  dividends  applicable  to 
that  year  were  all  included  under  line  5,  because  you 

refer  to  that  as  the  allocation  of  the  surplus? That 

is  the  way  in  which  the  Registrar  draws  it  up. 

19.523.  The  point  I wanted  to  make  was  that  on 
these  figures  there  is  a difference  of,  roughly, 
£1,380,000  between  the  allocation  you  give  and  the 
surplus  itself? — Yes,  that  is  right. 

19.524.  In  line  11  you  get  the  balance  of  surplus 
and  reserve,  which  has  been  increased,  apparently,  by 
£885,000,  but  there  is  still  a half  million  missing? — 
£440,000  of  that  is  the  increased  dividend  for  the 
last  quarter  of  the  year  not  paid  away. 

19.525.  Does  “ dividend  on  purchases  ” include  only 
nine  months’  dividends? — Plus  one  quarter  of  the 
preceding  year,  and  as  the  trade  and  surplus  was 
greater  in  this  year  so  there  was  a considerable  in- 
crease in  the  last  quarter’s  dividends. 

19.526.  These  are  the  Registrar’s  figures  as  you  got 
them  to  make  any  necessary  adjustments  to  balance? 
— That  is  so,  yes. 

19.527.  It  was  a large  sum,  and  I wondered  where 
it  had  disappeared  to?— As  a matter  of  fact,  there 
are  some  very  serious  errors  in  the  Registrar’s  figures 
which  he  reported  he  had  discovered,  and  which  will 
be  corrected  in  the  future  returns. 

19.528.  I take  it  1916  is  the  last  return  the 
Registrar  has  available?— Yes,  the  last  that  is  com 
plete.  We  have  got  information  for  1917,  but  it  is 
not  published  yet. 

19.529.  Mr.  Armitag  e-Smith : I would  like  to  know 
what  the  view  of  the  Inland  Revenue  is  on  the  sug- 
gestion put  forward  by  the  co-operative  movement 
that  they  are  actually  overtaxed  at  the  present  time. 
I will  read  the  fifth  point  in  the  summary  of  their 
evidence-in-chief  [see  Q.  18,426]:  “that  co-operators, 
by  Paying  tax  on  share  and  loan  interest,  and  by  the 
payment  by  their  societies  of  taxation  under 
Schedules  A and  B,  pay  too  much  Income  Tax,”  and 
the  proposal  is  “ that  the  present  exemption  from 
taxation  at  the  source  in  the  case  of  Schedules  C and 
D should  be  extended  to  the  other  Schedules  ”?— It  is 
a very  awkward  question  to  answer.  It  is  a question 
really  for  the  Royal  Commission.  If  a Co-operative 
Society  is  to  be  treated  like  an  ordinary  trader  you 
have  only  to  look  at  the  statements  that  I have  put 
in  showing  what  the  profits  are  and  what  tax  we  are 
already  receiving  under  Schedule  A to  see  that  their 

statement  cannot  be  controverted,  viz.: that  the 

Revenue  is  receiving  more  tax  than  it  would  receive, 
assuming  that  dividends  on  purchases  are  regarded 
as  non-taxable ; but  the  present  practice,  which  I do 
not  question  or  defend,  I assume  is  a practice  which 
has  been  approved  by  the  Co-operative  Societies 
among  themselves  and  by  the  Legislature.  The 
Revenue  has  no  cause  under  the  existing  conditions 
-o  find  fault  with  it,  but  that  is  not  a question  for 
me ; it  is  a,  question  for  the  Roval  Commission.  I am 
"ot  “n„  advocate  for  either  side.  I can  only  answer 
the  definite  question. 

19.530.  Mr.  Kerly:  Your  answer  is  yes,  as  appears 
from  your  table  ?— That  is  so. 

19.531.  Mr.  S?/7mott:  You  said  yes,  assuming,  I 
think  the  words  were,  the  dividends  ‘payable  were  not 
treated  as  mofit? — Certainly. 

19,532  That  is  a very  important  qualification,  is  it 
not  You  say  the  Legislature  says  that  those  divi- 
dends are  not  profits  within  the  meaning  of  the 


Income  Tax  Acts?— No,  pardon  me,  I do  not  say  that 
the  Legislature  has  said  that. 

19.533.  Well,  who  has  said  it?  Let  me  put  my 
question  in  a definite  form.  1 refer  to  paragraph  34 
of  your  statement  and  paragraph  27,  which  quotes  the 
Departmental  Committee,  and  the  footnote  to  para- 
graph 35 : “ (34)  Under  the  principles  of  the  Income 
lax  Acts  the  surplus  which  arises  in  a mutual  con- 
cern from  transactions  with  members  (though  it  is 
sometimes  described  as  a profit)  is  not  a profit* charge- 
able to  Income  Tax.”  In  mentioning  the  words 

' concern,”  is  not  that  equivalent  to  sayiim 

and  do  you  not  intend  to  state,  that  the  profits  made 
by  the  Co-operative  Societies  are  not  profits  under  tin- 
income  Tax  Act? — So  far  as  distributed  in  dividend^ 
I do  say  so. 

19.534.  What  is  the  authority  for  that  statement- 
has  the  Legislature  ever  said  so?— The  Legislature 
cannot  legislate  for  every  individual  point,  and  it  is 
the  administrators  of  an  Act  of  Parliament,  with  the 
assistance  of  the  Courts,  who  have  to  interpret  those 
Acts,  si nd  this  is  the  interpretation  of  the  Act. 

19.535.  Have  the  Courts  said  so? — I submit  so. 

19,536  When?— Because  they  have  repeatedly 

stated  that  the  so-called  profits  or  the  profits  of  a 
mutual  body  are  not  taxable. 

19,537.  That  as  the  ground  on  which  you  say  it? 

1 es. 


In  a sense  is  t,lis  strictly  mutual  trading u 
Who  makes  the  profit,  if  any,  in ‘the  first  instance? 
Is  not  the  society  as  a oorporate  entity  a statutory 
body  ? — That  is  so,  yes. 

19.539.  They  do  not  distribute  the  gains  until  the 
©nd  of  the  year  or  half  year? — Or  quarter. 

19.540.  Part  of  the  money  goes  as  a cash  payment 
to  the  member,  and  part  to  reserve ?— Yes,  after 
paying  various  interests. 

19.541.  Yes;  we  will  leave  out  that  point  and  stick 
to  the  one  point.  Will  you  tell  me  what  is  the 
difference  between  that  form  of  trading  and  the 
trading  of  the  limited  liability  company  doing  the 
same  sort  of  business,  distributing  cash  dividends 
and  placing  moneys  to  reserve?— A limited  liability 
company  has  shareholders  who  invest  their  money  for 
the  purpose  of  earning  profit  or  dividend.  The 
shareholders  of  a limited  liability  company  may  or 
may  not  buy.  If  they  buy  goods  they  pay  the  price 
and  they  get  no  return.  Any  return  they  get  is 
dividend  on  their  capital. 

19.542.  Would  you  kindly  eliminate  the  mode  of 
distribution ; I want  your  answer  to  confine  itself 
entirely  to  the  method  of  earning  the  profit,  not  to 
the  method  of  distribution.  Before  you  come  to  that, 
are  you  not  aware  that  the  method  of  distribution 
of  profit  does  not  make  any  difference  whatever  to 
liability  to  Income  Tax  ? — Except  so  far  as  it  is  dis- 
tributed to  the  members  of  a mutual  body. 

19.543.  You  are  still  going  back? — But  I must 
answer  the  question. 

19.544.  To  what  extent  is  it  strictly  mutual ; it  is 
not  the  members  who  make  the  contracts,  is  it?— 
Certainly. 

19.545.  Is  it  the  members  who  make  the  contracts 
for  the  purchase  of  the  goods? — For  their  own  pur- 
chases, yes. 

19.546.  Is  not  it  the  society? — There  are  two  con- 
tracts; the  society  buys  the  goods  to  sell. 

19.547.  The  society  buys  the  goods  and  the  society 
sells  them? — Yes. 


19.548.  Therefore  the  society  is  the  trader? — The 
society  is  the  trader,  yes. 

19.549.  Well,  that  is  not  mutual,  is  it? — I am 
afraid  I cannot  admit  that. 

19.550.  Why? — If  you  ask  me  my  opinion  I can 

only 

19.551.  Let  us  test  this  by  the  question  of  the 
reserves.  The  reserves  of  a limited  liability  company 
undistributed  are  taxable,  are  they  not?  Take  the 
Army  and  Navy  Stores,  which,  certainly  until  recently 
was  confined  to  members.  Their  reserves,  if  any, 
are  taxable,  are  they  not? — There  is  no  exemption 
at  all  for  the  Army  and  Navy  Stores. 

19.552.  That  is  because  it  is  under  the  Limited 
Liability  Acts? — Or  rather  because  it  is  not  under  the 
Industrial  and  Provident  Societies  Acts,  and  its 
shares  are  limited  in  number. 
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19.553.  Taking  the  Army  and  Navy  Stores,  is  not 
that  just  as  much  mutual  trading  as  an  ordinary  Co- 
operative Society? — There  is  no  mutual  trading  with 
the  Army  and  Navy  Stores  for  this  purpose,  because 
they  do  not  give  dividends  on  purchases,  and  it  is 
admitted  that  so  far  as  the  members  of  the  Co- 
operative Society  are  concerned— — 

19.554.  If  they  did  would  they  lie  taxable? — I sub- 
mit not,  under  the  present  conditions,  because  they 
are  discounts  on  purchases. 

19.555.  Mr.  Kerhj : Mr.  Synnott,  need  we  go  over 

this  again  and  again?  May  I suggest  to  you  that  the 
distinction  was,  I thought,  agreed  yesterday  to  be 
that  the  so-called  profit  is  distributed  in  a limited 
company  according  to  the  interest  of  the  participants 
in  the  capital;  in  a Co-operative  Society  the  only 
difference  is  the  method  of  distribution it  is  dis- 

tributed according  to  their  share  in  the  turnover. 

19.556.  Mr.  Synnott:  But  my  point,  which  goes  to 
the  whole  root  of  the  matter,  is  that  the  method  of 
distribution  of  profit  according  to  all  the  authorities 
has  nothing  to  do  with  the  test  question  as  to  whether 
a taxable  profit  is  made  or  not. 

19.557.  Mr.  May:  But  you  will  not  allow  the  wit- 
ness to  answer  your  questions. 

19.558.  Mr.  Kerly : I thought  I was  assisting.  The 
answer  left  open  the  argument  as  to  whether  method 
of  distribution  made  any  difference ; if  I cannot  help 
I will  not  pursue  it. 

19.559.  Mr.  Synnott:  I will  only  ask  one  more 
question.  As  regards  these  reserves,  the  members  are 
not  entitled  to  them  at  all,  are  they,  except  on 
liquidation.  If  a member  withdraws  or  dies,  he  does 
not  get  any  share  in  those  reserves? — I am  very  much 
afraid  you  are  trying  to  make  me  appear  as  an 
advocate  for  one  side  or  the  other,  which  I am  not. 

19.560.  I should  not  have  said  so  but  for  your 

definite  statement  in  paragraph  34,  which  I confess  I 
am  surprised  at? — I must  point  out  this,  that  the 
members  of  a Co-operative  Society  are  the  society, 
and  if  you  ask  me 

19.561.  Pardon  me,  is  that  your  answer? — No,  let 
me  finish,  please.  The  question  I understood  you  to 
ask  was : are  the  reserves  the  property  of  the  mem- 
bers? I must  say  that  if  the  members  like  they  can 
pass  a resolution  to  distribute  these  reserves  in  the 
shape  of  increased  discounts ; they  have  the  power  to 
do  it,  but  I do  not  suppose  they  would. 

19.562.  1 have  only  one  more  question,  and  that 
is,  if  it  be  the  fact  in  law  and  common-sense  that  the 
members  are  not  the  .society,  the  root  of  your  argu- 
ment goes? — Yes,  if  the  members  are  not  the  society, 
I think  so. 

19.563.  Mr.  Kerly:  It  is  the  fact  that  for  some 
years  past,  the  Inland  Revenue  have  acted  upon 
what  is  stated  in  your  paragraph  34.  The  matter 
that  we  are  discussing  “ has  at  times  been  challenged. 
But  the  question  is  one  of  law  and  as  such,  the 
Board  are  advised,  in  the  light  of  decided  cases, 
it  admits  of  no  reasonable  doubt."  I must  say, 
speaking  not  as  an  expert  in  this  part  of  the  law  at 
all,  that  that  strikes  me  as  a most  extraordinary 
result  to  have  arrived  at.  I should  have  thought  that 
section  39.  sub-section  4,  assumed  that  the  Legisla- 
ture contemplated  that  those  were  profits,  otherwise 
there  would  he  no  taxation  under  Schedules  C and  D. 
That  may  be  quite  wrong,  but  the  view  that  the 
Board  are  acting  upon,  and  have  acted  upon,  is  that 
they  are  not  profits  because  of  the  element  of 
mutuality? — Absolutely. 

19.564. '  Very  well,  we  have  got  that  quite  clear;  it 
is  not  a matter  for  discussion ; it  may  be  right  or 
wrong. 

19.565.  Mr.  Waller  Clarl:  On  paragraphs  32  and 
33,  do  you  not  there  admit  both  leakage  , and  excep- 
tional treatment? — Exceptional  treatment  in  collect- 
ing tax  from  the  recipients  rather  than  at  the  source, 
that  is  so. 

19.566.  And  also  in  paragraph  32,  leakage? — Yes, 
there  must  be  some  leakage  in  all  assessments. 

19.567.  Can  you  indicate  to  the  Commission  in  any 
way  the  extent  of  the  leakage? — I am  afraid  I can- 
not, but  I do  know  that  we  receive  a considerable 
number  of  returns  from  recipients,  and  having,  regard 
to  the  large  proportion  of  the  amount  distributed  in 
interest  which  is  undoubtedly  exempt  from  taxation, 
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and  to  the  amount  that  we  get  returned,  I do  not 
think  the  leakage  can  be  really  material. 

19.568.  Is  it  not  i-ather  a suggestive  thing,  and 

does  it  not  suggest  conniving,  shall  I say,  on  the 
part  of  the  Inland  Revenue,  to  admit  leakage  and 
exceptional  treatment  and  take  no  strong  steps  to 
remove  it?— Well,  the  reason  tor  that  would  be  that 
the  amount 

19.569.  That  the  game  was  not  worth  the  candle:'— 
Exactly,  that  the  game  is  not  worth  the  candle.  The 
leakage  would  be  much  less  than  the  expense. 

19.570.  But  still,  as  a matter  of  principle,  you 
admit  both  exceptional  treatment  and  leakage.  Is 
it  not  a fact  that  Municipal  Corporations  do,  on 
their  trading  profits,  pay  tax  which  would,  in  the 
ordinary  circumstances  of  a limited  company,  be 
returnable  to  those  who  are  below  the  assessable 
limit? — Municipal  Corporations,  do  you  mean? 

19  571.  Yes.  on  their  trading  concerns?— l es. 

19.572.  It  is  a fact,  is  it  not? — Yes,  if  they  went 
to  the  individual 

19.573.  And  it  is  a fact  also  that  building  societies, 

because  of  the  number  of  their  members  who  are 
below  the  limit,  pay  a commuted  rate  of  tax  on  their 
trading? — Yes.  . 

19.574.  And  under  Schedules  C and  D,  Co-operative 

Societies  do  not  pay  either  commuted  tax,  or  any 
tax  at  all? Not  directly,  that  is  perfectly  true. 

19.575.  In  paragraph  36,  you  allude  to  the  Excess 

Profits  Duty.  Does  not  the' imposition  of  the  Excess 
Profits  Duty  admit  the  principle  of  a taxable  profit? 
— Yes,  it  does.  , ... 

19.576.  In  paragraph  42  you  deal  with  non-mem- 
bers’ trading.  Have  you  any  means  of  ascertaining 
the  amount  of  trading  with  non-members?— Yes ; it 
has  been  investigated,  and  I am  satisfied  myself  that 
it  will  not  be  more  than  2 per  cent,  of  the  total. 

19.577.  Does  that  include  the  _ enormous  trading 
that  is  done  with  non-members  in  connection  with 
for  instance,  the  two  examples  that  were  discussed 
yesterday,  the  shipping  of  cargoes  of  private  traders 
which  were  carried  in  vessels  owned  by  the  societies, 
and  also  what  might  be  called  by-products?— That 
refers  to  the  wholesale  society. 

19.578.  Not  exclusively.  The  purchase  of  bullocks 
is  in  the  butchering  department. 

19.579.  Mr.  May:  It  applies  exclusively  to  the 
wholesale  society  as  far  as  shipping  is  concerned, 
which  is  easily  run  at  a loss. — Is  it  not  a fact  that 
the  distributing  societies  purchase  in  quantities,  but 
they  do  not  resell  in  quantities  to  non-members? 

19.580.  Mr.  Waller  Clarl:  Yes.  They  must  sell 
the  hides,  for  example,  and  a great  many  other 
things.  If  you  buy  a live  bullock,  there  is  an 
enormous  portion  which  is  not  usable ?-— Excuse  me, 
that  is  not  selling  in  quantities  like  shiploads.  The 
wholesale  societies  have  bought  in  . very  large 
quantities  and  sold  in  very  large  quantities  to  non- 
members, but  the  distributing  societies  do  not  make 
any  bulk  sales,  that  I am  aware  of,  to  non-members. 
The  hides  are  practically  the  offal. 

19.581.  You  regard  that  not  as  a sale? — Certainly, 
it  is  a sale,  and  I included  it  in  my  2 per  cent. 

19.582.  Have  you  ascertained  any  figures  from 

either  the  ship-owning  organisation  or  the  organisa- 
tion as  a whole,  of  the  amount  in  value  of  those 
sales  ?— Yes.  In  the  case  of  the  wholesale  societies - 

19.583.  I am  speaking  of  retail  societies,  distri- 
butive societies? — We  have  collected  from  a large 
number  of  societies  all  over  the  country,  and  have 
got  the  actual  facts. 

19.584.  Certified  facts?— From  the  societies. 

19.585.  On  this  question  of  profit,  you  know  that  in 
many  cases  stores  have  departments  which  earn  a 
large  profit,  others  which  earn  a small  profit,  and 
others  which  earn  no  profit.  A member’s  purchases 
may  be  in  any  one  of  the  three  classes?  That  is 
perfectly  right,  yes. 

19.586.  And  the  distribution  of  the  profit  is  a pro 
rata  average  according  to  his  purchases? — That  is  so. 

19.587.  And  not  on  the  individual  purchases  of  the 
individual  member? — No. 

19.588.  Can  such  trading  be  distinctly  called 

mutual  trading?— It  is  my  own  opinion,  and  I say 
it  with  all  deference,  undoubtedly  yes,  but 

0 2 


962 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


24  October , 1919.] 


Mr.  E.  Stanford  London. 


[< Continued . 


19.589.  That  is  quite  enough  for  me? — You  do  not 
want  to  know  my  foundation? 

19.590.  No,  that  is  quite  enough  for  me.  Is  there 
any  intimate  relationship  between  the  Registrar 
General  and  the  Inland  Revenue  so  far  as  member- 
ship is  concerned? — None  whatever,  so  far  as  I am 
aware. 

19.591.  The  figures  supplied  to  him  are  sent  on  to 
you? — No,  they  are  not.  We  have  to  get  the  blue 
book  like  any  other  person. 

19.592.  There  is  no  intimate  relationship  between 
the  Registrar  General  and  the  Revenue?— Absolutely 
none ; I am  not  aware  of  any  whatsoever. 

19.593.  So  far  as  his  returns  are  concerned  ? — None 
whatsoever. 

19.594.  And  you  receive  no  returns  except  what 
are  asked  for  as  to  the  members  who  are  likely  to  be 
liable  for  Income  Tax? — The  Registrar  does  not  know 
that. 

19.595.  I say  you  receive  none? — From  whom? 

19.596.  From  the  societies? — The  only  returns  we 
have  from  the  societies  are  the  returns  which  they 
undertake  to  make  of  the  interest  paid  to  liable 
members. 

19.597.  But  that  is  the  only  relationship.  You 
have  no  means  of  ascertaining  from  personal 
investigation. 

19.598.  Mr.  Kerly : Their  returns  are  never  made, 
and  consequently  they  are  never  criticised  by  the 
Surveyors. 

19.599.  Mr.  Walker  Clark : That  is  the  point, 
thank  you.  (To  Witness) : Is  there  not  a very 
distinct  difference  between  the  class  of  profit  to  which 
you  alluded  as  an  example  of  the  dividend-paying 
grocer,  the  five  together  of  £177,000,  who  returned 
£26,000  in  bonus  and  dividends  to  the  customers  and 
made  a profit  of  £2,000  for  the  five  firms,  and  that 
of  a Co-operative  Society  ? Is  there  not  a genuine 
difference  in  their  class  of  relationship  to  the 
Revenue? — The  only  difference  is  that  the  private 
individual  pays  tax  on  what  is  left  for  himself. 

19.600.  Under  Schedule  D ? — He  certainly  pays  tax 
on  what  is  left  to  himself ; he  does  not  pay  tax  on 
those  discounts. 

19.601.  He  pays  tax  under  every  one  of  the  heads? 
— Yes. 

19.602.  So  that  there  is  actually  no  analogy? — 
There  is  no  analogy  between  the  two  except  so  far 
as  the  discounts  are  concerned. 

19.603.  And  you  think  there  is  an  analogy  in  the 

discounts? — Certainly,  because  they  are  sums 

returned  to  their  customers,  or  the  purchasers  of  the 
goods,  at  the  end  of  the  quarter  in  each  case;  I can- 
not see  any  distinction. 

_ 19,604.  May  I point  out  there  is  a vital  distinc- 
tion? The  man  who  conducts  that  class  of  business 
enters  into  a contract  with  every  customer  that  he 
will  return  a fixed  sum?— No,  pardon  me,  I must 
correct  that;  he  says  he  will  return  something  at  the 
end  of  the  quarter ; he  does  not  know  how  much  it 
will  be  until  he  makes  up  his  accounts. 

19.605.  I have  never  heard  of  accounts  of  that 
kind.  He  must  return  a fixed  sum  irrespective  of 
dividend? — And  wait  till  the  next  year  to  correct 
himself  ? 

19.606.  No,  they  do  not  correct  themselves  at  all. 
It  is  a fixed  sum  ? — No,  I never  heard  of  it. 

19.607.  Well,  that  is  so  in  our  record. 

19.608.  Sir  E.  Nott-Bower:  I want  to  ask  you  a 
question  or  two  on  paragraphs  43  and  35,  which 
really  are  the  most  important  element  in  the  whole 
case.  On  the  question  whether  the  surplus  arisirg 
from  dealings  between  a mutual  company  and  its 
own  members  is  capable  of  being  called  a profit  or 
not,  I see  you  say  here  in  paragraph  35:  “The 
Board  of  Inland  Revenue  are  aware  that  this  fact 
has  at  times  been  challenged.  But  the  question  is 
one  of  law  and  as  such,  the  Board  are  advised,  in 
the  light  of  the  decided  cases,  it  admits  of  no  reason- 
able doubt.’’  It  has  been  suggested  by  witnesses  who 
have  come  before  the  Commission  that  the  Board  of 
Inland  Revenue  were  wrong  in  adopting  that  view, 


and  reference  was  made  especially  to  the  case  of  the 
New  York  Life  Assurance  Company  v.  Styles,  which 
I expect,  is  one  of  the  cases  to  which  you  refer  in 
section  35? — It  is. 

19.609.  The  suggestion  was  put  to  the  Commission 
that  the  Inland  Revenue  Department  have  been 
wrong  in  thinking  that  the  New  York  Life  case 
applies  to  the  co-operative  case,  because  in  the  New 
York  Life  case  they  were  dealing  simply  with  one 
thing,  life  policies,  whereas  in  the  Co-operative 
Societies  they  are  dealing  with  many  things.  If  the 
Co-operative  Societies  dealt  only  with  sugar  or  with 
tea,  then  the  New  York  Life  case  might  apply, 
because  in  that  case  the  return  to  the  member  would 
be  a return  of  his  own  contribution,  and  would  not 
be  part  of  a payment  out  of  the  general  fund.  You 
buy  so  many  pounds  of  sugar  and  get  a return  back. 
The  return  that  you  got  back,  which  came  out  of  the 
general  surplus,  would  be  actually  the  excess  of  the 
payment  over  the  cost  of  the  particular  article 
bought? — That  is  so. 

19.610.  I think  that  is  an  argument  which,  on  its 
merits,  apart  from  the  construction  of  the  Courts, 
seems  to  gain  a good  deal  of  support? — Yes,  there  is 
a great  deal  to  be  said  for  that  point,  undoubtedly. 

19.611.  The  question  I wanted  to  put  to  you  is  this. 
Could  it  be  said  in  the  New  York  Life  case— it  cer- 
tainly cannot  be  said,  can  it — that  the  excess  contri- 
bution returned  in  the  shape  of  bonus  to  the  parti- 
cipating policyholder  is  in  any  sense  a return  to  him 
of  his  own  excess  contribution? — I think  there  is  a 
very  great  distinction.  I cannot  help  feeling  that 
the  principle  of  mutuality  is  less  pronounced  from 
that  point  of  view  in  the  case  of  participating  policy- 
holders. 

19.612.  I agree.  I think  the  co-operative  case  is 
a fortiori. — A policyholder  who  pays  one  premium 
and  then  dies  is,  in  more  senses  than  one,  better  off. 

19.613.  In  point  of  fact,  in  the  case  of  the  parti- 
cipating policyholder,  the  man  himself,  if  he  dies  the 
next  day,  reaps  an  enormous  profit? — In  both  worlds. 

19.614.  So  you  carry  the  point  a little  further. 
Supposing  he  lived  beyond  the  first  distribution  of 
bonus;  supposing  he  lived  six  or  seven  years,  when 
the  bonus  was  first  distributed  he  would  get  a share 
of  the  profits.  He  would  have  a share  of  the  profits 
assigned  to  him,  although  nobody  knows  at  that  time 
whether  his  particular  contract  is  going  to  be  a 
source  of  profit  or  of  loss.  If  having  received  that 
share  of  bonus,  he  dies,  he  gets  the  amount  assigned 
to  him  under  his  contract;  he  gets  the  bonus  which  is 
a share  of  the  profits,  and  yet  the  transaction  as 
between  him  and  the  company  has  been  one  of  pure 
gain  to  him  and  pure  loss  to  the  company? — 
Unquestionably,  and  I cannot  see  how  mutuality 
involves  equal  or  exactly  proportionate  gain  to  each. 

I think  it  is  a case  of  one  for  all,  and  all  for  the 
cause.  Rightly  or  wrongly,  I am  only  trying  to 
justify  the  view  we  have  held. 

19.615.  I agree.  I have  great  sympathy  with 
people  who  think  that  that  judgment  goes  a great 
deal  too  far,  because  I was  in  the  Inland  Revenue 
before  the  decision  of  the  House  of  Lords  in  the 
New  York  Life  case.  I remember  that  we  fought 
that  case  right  up  to  the  House  of  Lords.  Our  view 
throughout  was  that  the  profit  was  chargeable,  but 
the  highest  Courts  of  the  land  have  said  that  it  was 
not,  but  that  the  mutuality  covered  them? — That  is 
the  whole  trouble  that  we  have  been  faced  with. 

19.616.  The  Board  of  Inland  Revenue  could  not 
have  carried  the  point  any  further.  They  have  got  a 
judgment  of  the  House  of  Lords;  what  more  could 
they  do?  That  is  the  law  of  the  land. 

19.617.  Mr.  Synnott : Can  we  have  that  case,  Mr. 
Chairman? — Styles  v.  New  York  Life  Assurance  Com- 
pany. 

19.618.  Mr.  Kerly : It  is  reported  in  2,  Tax  Cases, 
and  it  is  also  in  the  Law  Reports.  14,  Appeal  Cases. 
May  I make  this  suggestion.  After  all,  it  is  not  a 
question  of  what  the  existing  law  is.  Any  observa- 
tions of  the  learned  Lords  in  that  case  are  only  useful 
to  us  as  reasoning  to  suggest  whether  we  should 
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declare  whether  the  law  is  one  way  or  the  other,  or 
that  it  shall  be  one  way  in  the  future  in  unmistak- 
able terms. 

19.619.  Sir  E.  Nott-Bou  er  : Of  course,  what  we 
have’  to  consider  is,  assuming  that  the  New  York  Life 
case  does  apply  to  the  Co-operative  Societies,  whether 
that  is  right,  and  whether  any  change  in  the  law  is 
required.  It  would  follow  from  that,  would  it  not, 
that  if  we  want  to  change  the  present  position  of 
affairs,  and  to  make  that  surplus  chargeable,  it  would 
be  necessary  not  merely  to  repeal  the  exemption, 
which  at  present  stands  on  the  Statute  Book,  of  the 
Co-operative  Society  as  an  entity  under  Schedules 
C and  D,  but  it  would  be  necessary,  if  you  want  to 
charge  that  surplus,  to  invent  some  new  definition  of 
profit?— I agree  absolutely. 

19.620.  I think  it  would  be  a very  difficult  matter, 
would  it  not,  to  arrive  at  that  new  definition  of 
profit  without  doing  a great  many  other  things  than 
we  have  in  our  mind  at  present? — It  would  create 
difficulties  in  various  directions.  I submit  it  would 
practically  involve  legislation  ad  hoc,  not  general 
legislation  which  would  involve  the  extension  of  the 
principle  to  such  cases  as  I have  already  mentioned, 
or  to  the  general  trader  who  gives  a discount  at  the 
end  of  three  or  six  months.  It  would  have  to  be 
made  perfectly  clear. 

19.621.  You  would  not  suggest  a clause,  would  you 
that  a fund  which,  in  the  hands  of  .anybody  else,  is 
not  profit,  should  be  regarded  in  the  hands  of  a 
Co-operative  Society  as  being  a profit?-— Of  course 
I cannot  suggest  that. 

19.622.  It  has  been  suggested  to  the  Commission 
that  the  mere  fact  that  the  exemption  from  Schedules 
C and  D stands  on  the  Statute  Book  would  be  an 
inference  that  in  the  minds  of  the  Legislature,  when 
that  exemption  was  put  on  the  Statute  Book,  this 
surplus  would  have  been  chargeable  if  that  exemption 
had  not  been  put  in.  The  exemption  extends  to 
Schedule  C as  well  as  to  Schedule  D?-^I  do  not  think 
it  involves  a suggestion  that  the  so-called  profits 
or  “ dividends  ” would  have  been  liable  to  tax  with- 
out that  provision. 

19.623.  You  do  not  think  so?— I do  not  think  so; 

I cannot  think  so. 

19.624.  I think,  for  several  reasons,  the  exemption 
was  wanted  for  other  purposes;  it  was  transplanted 
really  from  the  Friendly  Society  Acts? — Yes. 

19.625.  And  the  Co-operative  Society  was  given  the 
same  exemption  as  a Friendly  Society.  It  certainly 
extends  to  something  other  than  this  surplus,  because 
Schedule  C is  mentioned.  The  Co-operative  Society 
might  have  investments  under  Schedule  D ; it  might 
affect  other  things? — I think  it  would  probably  help 
the  Commission  very  much  if  I gave  you  a few  words 
out  of  the  report  of  the  Registrar  of  Friendly 
Societies  of  1879 ; it  is  only  a few  words,  and  I only 
discovered  it  last  night:  “ The  use  of  what  is  called 
co-operation  has,  however,  extended  participation  in 
trade  to  the  working  clia.se,  and  associations  have 
been  formed  for  carrying  on  a co-operative  trade 
which  numbers  thousands  of  members,  only  a very 
small  proportion  of  whom  have  incomes  reaching  the 
assessable  limit.  Where  this  is  th'e  case,  it  is  simply 
absurd  to  adopt  the  old  method  of  assessment. 
Nothing  can  be  more  cumbrous  than  to  attempt  to 
reach  the  few  individuals  whom  the  tax  would  really 
affect  through  the  body  ait  large.  It  is  simply  to 
invite  a flood  of  applications  for  exemption.  It  is 
thus  altogether  in  ease  of  the  Revenue  that  the  enact- 
ment in  question  was  inserted  in  the  Industrial  and 
Provident  Societies  Act  of  1876.  The  effect  is  simply 
to  say  that  only  that  portion  of  the  profits  of  the 
societies  which  is  really  assessable  shall  be  assessed.’ 
That  was  the  view  taken  at  the  time  the  specific 
exemption  was  inserted . 

19.626.  Mr.  Marks  : That  has  all  been  challenged, 
Mr.  Chairman,  as  we  know. — I am  only  giving  that  as 
ancient  history,  and  as  shewing  the  view  at  the  time. 

19.627.  Mr.  Synnott : It  was  the  view  of  the  Co- 
operative Societies;  it  does  not  necessarily  express 
the  views  of  other  sections. 

19.628.  Sir  E.  Nott-Bower:  Avowedly,  this  view 
of  the  Board  is  based  on  judicial  decisions,  and,  I 
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understand,  mainly  on  this  New  York  Life  decision 
to  which  the  witnesses  have  referred. — That  is  so. 


19.629.  Before  the  decision  of  the  New  York  Life 

case,  if  the  Board  had  been  asked  whether,  if  it  had 
not  been  for  the  Statute  in  question,  the  surplus  of 
a Co-operative  Society  was  chargeable,  they  would 
probably  have  replied  “ Yes,”  would  they  not?— 1 
think  it  is  perfectly  right  to  say  that  they  were  of 
that  opinion  until  the  New  York  Life  decision  was 
given.  . , - , 

19.630.  It  shews  how  necessary,  in  view  ol  such 
doubts  as  that,  that  exemption  under  Schedule  C and 
D was,  in  order  to  save  the  surplus  from  being 
charged,  on  the  assumption  that  they  desired  to  save 
it  from  being  charged? — May  I add  one  word  as 
shewing  how  very  controversial  the  point  was.  it 
came  before  eight  judges  in  the  three  Courts,  and 
the  final  result  was  that  four  judges  held  one  view, 
and  four  the  other,  and  it  was  in  the  House  of  Lords 
decision,  two  to  one,  that  carried  the  final  result, 

'which,  as  I submit,  has  bound  us  ever  since. 

19.631.  Mr.  Pretyman:  I should  like  to  ask  two 
or  three  questions  to  see  exactly  where  we  stand  about 
this.  Most  of  this  examination  has  turned  on  the 
question  of  profits? — Yes. 

19.632.  What  is  really  in  question  is  not  prohts, 
but  profits  liable  to  Income  Tax? — Quite. 

19  633.  Which  is  a different  point,  is  it  not?  Tax- 
able 1 trading  profits,  that  is  to  say  trading  profits 
liable  to  Income  Tax  are  normally  the  profits  winch 
one  man  makes,  or  may  make,  by  trading  with  other 
men. — Yes.  „ . , 

19.634.  No  man  can  be  said  to  make  a profit  oy 
trading  with  himself. — Quite. 

19.635.  Does  not  mutual  trading  lie  somewhere 
between  those  two  extremes?— Yes,  I think  it  does. 

19.636.  Is  not  that  really  the  source  ot  the 
difficulty,  very  largely? — It  is,  certainly. 

19  637.  Either  mutual  traders  must  be  treated  as 
trading  with  other  people  and  making  a taxable 
profit,  or  they  must  be  treated  as  trading  only  with 
themselves,  like  a single  man  trading  with  himself, 
and  although  his  trading  with  himself  may  be  profit- 
able  to  him,  and  in  that  sense  may  have  a profit, 
it  is  not  a taxable  profit? — No. 

19  638.  Is  that  correct? — It  is  perfectly  correct. 

19  639.  These  Co-operative  Societies  have  to  be 
treated  in  one  way  or  the  other,  (1)  I will  call  the 
method  of  trading  for  profit,  which  is  taxable,  and 
I will  call  (2)  where  a man  trades  with  himselt. 
Mutual  trading  must  be  treated  for  taxing  purposes 
either  as  (1)  or  as  (2).  The  Legislature  has  derated, 
as  interpreted  in  the  Courts,  that  it  as  to  be  treated 
as  (2),  that  is  to  say,  like  one  man  trading  with  ilnm- 

19  640.  And,  therefore,  it  is  not  taxable? — Quite. 

19  641  If  the  other  principle  were  adopted,  and  it 
were’  treated  as  (1),  I understand  that  would  create 
very  great  difficulties,  in  that  it  would  bring  m clubs 
and  all  kinds  of  things,  such,  for  instance  as  the 
dining-room  of  the  House  of  Commons,  and  every- 
where where  people  incurred  a common  expense  tor 
their  mutual  benefit.  If  the  definition  of  profit  in 
the  taxing  statutes  were  altered  so  as  to  cover  (2)  as 
well  as  (1),  you  would  bring  in  not  only  Co-operative 
Societies,  but  also  a very  large  area  of  other  mutual 
associations.— That  must  be  so  unless  you  have  specific 
legislation  to  obviate  it. 

19  642.  That  means  to  say  that  you  would  have 
specific  legislation  for  taxing  Co-operative  Societies ; 
I am  coming  to  that  presently? — I am  afraid  so . 

19.643.  Your  answer  is  that  it  would  not  be  practic- 
able ’ without  creating  enormous  difficulties,  to  alter 
the  definition  of  profit  from  its  present  definition  in 
order  to  bring  in  Co-operative  Societies? — 1 think 

that  is  so.  , 

19.644.  Is  it  not  true  that  the  same  difficulty  arises 
to  some  extent,  in  the  occupation  of  land  and  of 
promises  which  a man  occupies  for  has  own  purposes. 
I do  not  follow  that. 

19.645.  If  a man  himself  occupies  premises  or  a 
house,  his  occupation  is  profitable  to  him,  out  he 
does  not  trade  with  other  people  over  it;  stall,  he  has 
to  pay  a tax,  has  he  not?— Because  the  house  he 
occupies  is  in  itself  property  representing  income. 
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19.646.  Only  representing  income  because  it  is  held 
by  the  Legislature  to  be  profitable? — Yes.  Of  course 
it  saves  rent.  If  a man  occupies  his  own  house,  he’ 
has  no  rent  to  pay,  and  he  is  to  that  extent  better 
off. 

19.647.  Surely  the  principle  is  the  same.  A man 
who  is  dealing  with  a Co-operative  Society  saves  ex- 
pense in  the  same  way.  It  is  profitable  to  him  to  be 
a member  of  a Co-operative  Society,  just  as  it  is 
profitable  to  him  to  have  a garden.  I do  not  know 
whether  the  cases  are  absolutely  parallel?— I am 
afraid  there  is  a fallacy  there. 

19.648.  Well,  let  us  hear  it?— A man  who  buys  from 
a Co-operative  Society  gets  goods,  and  makes  no  pro- 
fit. He  is  only  getting  what  he  pays  for.  Tho  man 
who  occupies  his  house  is  paying  nothing  for  it.  He 
hafQa  f0ady  Sot  ll>  ,and  ^ represents  so  much  income. 

19.649.  A man  who  has  a garden ?— He  has  got 

to  make  a profit  on  that.  He  does  not  make  a profit 

inaS-nhe.rCan£0t  make  a Pr°fit  °ut  of  himself. 

it  in' tinrf ?r*TW l-J  : difference  is  that  he  takes 

it  in  kind? — That  is  another  answer. 

19,661.  Mr.  Fretyman : So  is  the  man’s  interest 
m a Lo-operative  Society,  an  investment,  to  some 
"““S'63,  “ garden,  he  is  taxable 
whether  he  makes  a profit  by  selling  the  produce  to 
someone  else  or  not,  assuming  it  is  big  enough  to  be 
brought  within  Schedule  B. 

thl  ^-eperative  Societies  themselves 
said  that  although  tor  administrative  reasons,  which 
everyone  agrees  with,  they  are  not  taxable  on  the 
trade  with  somebody  else,  they  think  they  ought  to 
wSld'b'  If  ihe,,tax  cou1'1  be  properly  arranged,  thev 
whS  Perfootly  prepared  to  pay  tax  on  the  trad'o 
which  they  are  doing  with  outsiders?— Quite  so,  and 
that  is  our  view.  ’ 

vcidS'  'n10?  il  the  Eame  as  the  mon  with  the 
individually  7 7 °re  *aSed  °n  that  at 

tax  whioh  ma7  be 
19,655  So  is  the  man  with  the  garden,  and  that  is 

“n7aPStoly1SbSmg  Under  Schedul6  B?“He 

19.656.  I suggest  to  you  that  in  principle  Schedule 

harden  ?°TSt,0n  Y ^ ?r°fitabIa  oooupationof  a 
garden . —Quite ; in  law  it  is  recognized  as  the  com- 
pete assessment  of  profits  realized. 

19.657.  But  because  a man  is  trading  with  himself 

SehSd  ? 0?nn0t  be  asses6cd>  “id  therefore 

actual  crnfif  ad°Pted  in  Place  >"  assessment,  on 
actual  profits.  In  the  same  way  a Co-operative 

is  °tft 3toa“6  p^nb?rpne?ateedS7 

KaS?  pSSUor  a^0' 

19,668.  I quite  understand  that.  My  point  is  not 
at  present  whether  a Co-operative  Society  pays  too 

between8  tb°  “*  >’•  bU*  tb,at  there  is  some  analogy 
between  the  position  under  Schedule  B and  the 
position  which  now  arises  with  tho  Co-operative 
namel/>  that  th=J  are  engaged  in  trading 

*“  tba*’- 

not9’ Hup  then’ .we  Set  as  far  as  that.  Is  it 

not  true  that  co-operative  trading  has  reached  a 

For"  ml  S£  SIT 

under  “ th^  %£ 

onerous  than  that  which  is  naid  bj  Tv 

St  ^Xte^ntf-an-d1  ait  # Sg°£ 
Df-m,etamFmbemm  ‘°  S°mi! 

-itti  orTel  tC  three,uTdue? 

IsSSi'8  what  I' mean ; it  is  all  compromise. 

sHong0? 8 r hlCh  ha™  bee"  askcfymiftffthere  ifa 

J.e,  ^ffirP  “ the  t“»«» 


19.662.  Is  that  not,  in  your  opinion,  largely  because 
neither  side  really  knows  the  actual  relation  which 
the  taxation  bears  to  the  trade  done?  It  is  a matter 
as  much  of  appearance  as  of  fact? — That  is  so. 

19.663.  Would  it  not  be  very  desirable,  if  possible 
to  put  an  end  to  that?  Would  it  not  be  very  desir- 
able that  there  should  be  some  method  of  taxing 
Co-operative  Societies,  which  might  not  result  in 
their  paying  any  more  than  they  do  now,  but  which 
would,  at  any  rate  in  appearance,  bring  their  method 
ol  paying  tax  into  some  relation  to  the  business  they 
do,  as  a trader  pays  tax  in  relation  to  the  business 
that  he  does? — That  is  to  say,  legislation  to  remove 
the  impression  of  unfair  preference? 

19.664.  Yes,  that  is  so.  We  have  had  cross- 

examination  of  witnesses  on  both  sides,  and  of  you  as 
an  impartial  witness,  and  I do  not  think  any  of  you 
have  been  able  to  state  definitely,  or  to  make  it  clear 
amd  I do  not  think  it  is  possible  to  know,  whether 
there  is  an  unfair  preference  or  whether  there  is 
not.  There  is  clearly  an  appearance  of  unfair  pre- 
ference in  the  trader’s  opinion.  In  the  opinion  of 
the  co-operators,  there  is  no  unfair  preference,  and 
we  have  no  possible  means  of  judging  for  certain 
which  side  is  right.  At  any  rate,  it  is  clear  that  it 
would  be  very  desirable  to  remove  that  impression 
of  unfair  preference  ?— I may  say,  from  the  most 
searching  investigations  we  have  made,  if  it  is 
admitted  that  the  present  view  of  the  law  is  correct 
there  is  no  doubt 

19.665.  As  the  Chairman  told  us  just  now,  we  have 

nothing  to  do  with  the  present  law  : it  is  a most 
important  point.  What  we  have  to  consider  is 
whether  there  is  an  unfair  preference,  or  whether 
there  is  not?— Having  regard  to  the  point  you  have 
discussed.  J 

19.666.  We  confine  ourselves  to  that.  We  are  here 
to  recommend  alterations  in  the  law  if  it  is  unfair. 
Ihe  Courts  say  what  the  law  is,  and  the  whole  point 

+ 9US71Sr  ,\s  tkere  an  unfair  preference,  or  is  there 
not? — I follow  now. 

19.667.  I,  so  far,  have  failed  to  make  up  my  own 
mind  dearly  whether  there  is  an  unfair  preference  or 
whether  there  is  not,  and  I think  a good  many 
members  of  the  Commission  will  find  themselves  in 
the  same  position,  but  1 am  perfectly  certain  that 
there  is  an  appearance  of  unfair  preference  in  the 
opinion  of  a large  number  of  persons,  and  it  would 
bo  very  desirable  to  remove  that?— The  wording  of 
ference0mptl011  ®176S  tbe  imPression  ut  unfair  pre- 

19.668.  Is  it  not  natural  that  tho  reasoning  against 
this  appearance  of  unfair  preference  should  simply 
take  the  form  of  trying  to  get  the  present  tax  on 
traders  profits  put  on  to  the  Co-operative  Societies? 
it  that  is,  as  you  seem  to  think  it  is,  impracticable 
tor  the  reasons  we  have  already  been  discussing,  is 
it  not  necessary  to  find  some  alternative?— I should 

ot  like  to  say  that  I consider  it  impracticable,  but 
1 do  see  very  great  difficulties  involved.  1 nave  not 
considered  the  question  from  that  point  of  view 
sufficiently  to  say  whether  or  not  it  is  impracticable. 

19  669.  Well,  undesirable  then?— Yes,  as  an  off- 
band  expression  of  opinion,  I think  it  would  be 
undesirable  owing  to  the  complications  that  would 
i esult. 

19,070.  Then  do  you  think  it  would  he  possible— 
jus  as  in  the  case  of  garden  ground,  for  instance, 
there  is  Schedule  B— to  arrive  at  some  measure,  some 
kind  of  schedule,  on  which  mutual  trading  of  this 
character  when  it  reaches  this  magnitude,  could 
pay  tax  which  might  not  be  greater  than  is  paid  now, 
jut  which  would  in  appearance  tally  more  with  the 
taxation  paid  by  ordinary  traders?— If  it  were  pro- 
vided that  half  the  surplus  should  be  taxed,  I think 
the  outsiders  would  still  think  that  only  taxing  half 
was  an  undue  preference. 

’ ^-er^y '•  It  would  make  it  worse,  would 
it  not  ? Yes,  it  would  make  it  worse. 

I did  not  suggest  taxing 
instance6  8Urp  us?~I  was  on,y  giving  that  as  an 

onl?n3,  1 ™ted  t°  ask  you  whether  some  kind  of 
c.iedule  could  not  be  invented  or  suggested  which 
would  put  them  more  on  a par  with  the  ordinary 
rauer;  that  would  involve  give  as  well  as  take. 


MINUTES  OF  EVIDENCE. 
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You  would  not  tax  them  in  full  on  Schedule  A and 
Schedule  B without  deductions  as  you  do  now.  You 
would  have  a schedule  which  would  approximate  in 
some  form  or  another  to  having  the  same  kind  of 
advantages  and  disadvantages  which  a trader  gets, 
and  bring  them  more  into  consonance  with  the  general 
£ax  p — The  only  thing  which  strikes  me  at  the  moment 
would  he  something  in  the  form  of  taxing  them  on 
their  full  profits,  including  the  so-called  dividends, 
and  then  administratively  accepting  such  amount 
of  tax  as  would  approximately  represent  the  liability 
of  the  recipient  members. 

19.674.  And  allow  a deduction  from  Schedule  A and 
so  forth  ? — Yes,  computing  the  whole  of  the  profits  in 
the  normal  course,  including  the  so-called  dividends 
if  the  Commission  come  to  that  conclusion,  and  then 
saying:  “We  have  evidence  to  show  that  such  and 
such  a portion  of  the  members  are  liable,  and  there- 
fore administratively  we  are  content  to  accept  tax 
on  a diminished  proportion  ” ; that  is  the  only  thing 
that  strikes  me  at  the  moment. 

19.675.  Then  you  would  allow  from  that  assessment 
a deduction  equal  to  the  assessment  under  Schedule 
A? — Yes,  that  would  be  deducted  in  arriving  at  the 
profits  assessable. 

19.676.  And  Schedule  B,  the  same  as  a trader? — 
Yes. 

19.677.  Do  you  think  that  would  he  a feasible  plan  ? 
— I think  it  would  be  feasible,  but  I should  not  like 
to  commit  myself  at  the  moment.  I think  that  is  a 
matter  which  the  Board  of  Inland  Revenue  ought 
to  have  some  opportunity  of  considering.  I have 
never  thought  of  suggesting  a method  of  effecting 
any  remedy  of  any  kind. 

19.678.  Sir  T.  Whittaker : Am  I right  in  thinking 
that  you  really  come  here  to  tell  us  what  is  the  actual 
position  to-day,  and  what  are  the  reasons  for  it? — 
Absolutely,  as  an  unbiassed  witness  in  every  respect. 

19.679.  You  have  come  to  tell  us  what  the  Depart- 
ment has  considered  to  be  the  effect  of  the  decisions 
in  the  Law  Courts,  and  the  practice  which  you  have 
adopted  in  accordance  therewith? — That  is  so. 

19.680.  And  also  to  give  us  the  reasons  for  that? — 
Quite. 

19.681.  That  does  not  mean  that  you  come  here  as 
an  advocate  of  a particular  system ; you  come  here  as 
an  expositor  of  a system? — Quite  so. 

19.682.  The  difference  is  vital? — Naturally. 

19.683.  As  a matter  of  fact,  I gather  from  what 
you  have  told  us  that  the  view  of  the  Department 
was  not  the  view  which  the  House  of  Lords  took? — 
Certainly  not;  that  is  perfectly  clear  from  the  Styles 
case.  I think  it  emerges  in  that  case  that  the  Revenue 
took  up  the  position  that  the  amounts  equivalent  to 
the  so-called  dividends  were  taxable  and  should  be 
taxed,  but  the  Courts  took  the  other  view. 

19.684.  Therefore  to-day  you  are  simply  expound- 
ing to  us  the  law  as  you  understand  it,  and  the  prac- 
tice of  the  Department  which  has  resulted  from  those 
decisions? — Quite  so. 

19.685.  Mr.  Kerly : Perhaps  you  have  never  looked 
at  the  argument  that  was  put  up  for  the  Crown  in 
that  case.  It  seems  to  me  to  have  made  the  case 
far  less  valuable  than  it  would  have  been  because  of 
what  appears  to  me  to  be  the  extraordinary  admis- 
sions upon  which  it  was  based.  They  did  not  discuss 
the  mutuality  question ; they  admitted  it? — The 
Courts  did  not  discuss  it? 

19.686.  No,  counsel  for  the  Crown,  who  were  argu- 
ing that  the  Assurance  Company  should  be  taxed.  It 
may  have  been  quite  right,  or  quite  wrong,  but  the 
matter  was  not  put  forward  by  the  Department  as 
you  rather  suggested  it  was,  or  at  any  rate  by  the 
Law  Officers,  that  mutuality  prevented  trading  profit. 
That  was  assumed.  It  may  have  been  right  or  wrong, 
but  I do  not  want  to  say  any  more  about  that? — I 
think  so,  but  the  Lords  in  their  judgment  referred 
very  pointedly  to  the  mutuality  question,  and  bring 
out  that  point  that  there  could  not  be  profits. 

19.687.  Again,  speaking  only  as  a lawyer,  the  Lords 
seem  to  me  to  have  founded  themselves  upon  a most 
strange  proposition.  They  forget  that  they  are  deal- 
ing with  the  question  of  whether  the  corporation  is 
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liable,  and  their  conclusion  is  that  the  traders  are  not 
traders,  which  is  not  the  same  question? — Quite  so. 

19.688.  Mr.  Kerly  : Again,  I say,  it  may  be  right  or 
wrong. 

19.689.  Mr.  Synnott:  May  I ask  this  question, 
v\  liich  follows  upon  that : Is  it  not  a fact  that,  taking 
the  illustration  of  a garden,  the  owner  of  a garden 
can  be  charged  under  Schedule  D,  in  case  he  appeals 
from  Schedule  B,  on  trading  with  himself? — No. 

19.690.  Is  it  not  a fact  that  on  the  form  which  an 
occupier  of  land  has  to  fill  up  and  send  in  he  has  to 
state  what  amount  of  produce  from  his  land  has  been 
supplied  to  himself  and  to  his  family  ? — Yes. 

19.691.  Is  that  not  trading  with  himself? — No, 
that  is  for  the  purpose  of  ascertaining  the 
profits  of  a person  occupying  land;  he  cannot  take 
produce  off  the  land  and  use  it  himself  without 
accounting  for  it. 

19.692.  Does  he  not  pay  tax  then  on  trading  with 
himself? — No;  but  the  expenses  of  producing  what 
he  has  eaten  cannot  be  allowed  unless  he  accounts 
for  what  he  has  eaten. 

19.693.  And  he  is  charged  for  it  at  the  market 
value? — No. 

19.694.  Sir  T.  Whittaker : I do  not  want  to  discuss 
the  merits  of  the  decision.  I am  trying  to  elucidate 
the  fact  that  the  witness  is  here  giving  us  what  the 
Department  understood  to  be  the  decision  of  the  Law 
Courts,  and  the  administrative  results  that  followed 
therefrom.  I am  not  now  discussing  whether  they 
were  right  or  wrong,  but  they  have  a very  important 
bearing  because  the  witness  gives  us  the  reasons  for 
their  action,  and  they  will  be  useful  in  guiding  us  in 
the  future? — May  I say,  in  connection  with  that,  as 
representing  the  Board  of  Inland  Revenue,  we  have 
no  leaning  one  way  or  the  other.  I am  not  here  to 
put  forward  any  views  in  favour  of  one  side  or  the 
other,  but  simply  to  state  facts  as  far  as  I am  in 
a position  to  do  so. 

19.695.  If  I may  say  so,  I very  strongly  feel  that 
that  is  the  proper  attitude  for  you  to  adopt.  Now 
with  regard  to  this  question  of  taxing  on  trading  with 
outsiders.  Am  I right  in  assuming  that  it  has  always 
been  agreed  by  everybody,  the  Revenue,  the  Co-opera- 
tive Societies,  and  others,  that  as  a matter  of  theo- 
retical justice  tax  should  be  paid  on  the  profits  arising 
from  trading  with  outsiders? — Unquestionably. 

19.696.  And  that  the  non-levying  of  that  tax  has 
been  resorted  to  purely  as  a matter  of  expediency  and 
convenience? — Not  so  much  the  non-levying  as  the 
legislation  which  prevented  the  levying. 

19.697.  Well,  that  is  a non-levy — that  the  tax  has 
not  been  charged  is  purely  a matter  of  expediency 
and  convenience? — That  is  so,  I understand. 

19.698.  Therefore,  when  Mr.  McLintock  put  the 
case  of  seven  members  out  of  a hundred  and  asks  what 
would  you  do  with  seven  members  out  of  a hundred 
customers,  it  is  perfectly  clear  that  if  that  had  repre- 
sented anything  like  the  normal  condition  of  things, 
there  never  would  have  been  the  legislation  or  the 
practice  ? — Certainly  not. 

19.699.  That  would  never  have  occurred,  because 
expediency  would  then  have  required  you  to  tax,  but 
it  is  not  an  actual  case ; such  a case  does  not  exist  ? — 
Oh  no ! 

19.700.  Mr.  McLintock : I said  it  was  an  extreme 
case. 

19.701.  Sir  T.  Whittaker:  It  has  been  suggested 
that  wherever  there  is  a purchase  of  a thing  at 
one  price,  and  a sale  of  it  at  another,  it  is  trading 
at  a profit.  I.  suggest  to  you  that  you  do  not  now 
tax  the  Pall  Mall  clubs  on  the  sale  of,  say,  liquor 
to  their  members? — No,  because  we  consider  we  have 
no  power  to. 

19.702.  They  sell  at  a higher  price  than  they  pay 
for  it? — They  do. 

19.703.  It  is  assumed  to  be  a profit? — No. 

19.704.  A profit  so-called.  The  surplus  derived 
therefrom  goes  to  the  benefit  of  the  club.  I am  a 
member  of  one  of  those  clubs.  As  I do  not  drink  or 
smoke,  I derive  benefit  in  the  club  from  the  surplus. 

19.705.  Mr.  May:  On  liquor? 
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19.706.  Sir  T.  Whittaker:  That  is  so? — Yes,  abso- 
lutely. 

19.707.  It  has  been  said  here  that  because  that  is  so, 
it  becomes  a profit,  and  should  be  taxed,  but  you  do 
not  tax  the  clubs? — No,  we  do  not  because  we  have 
no  power  to,  so  we  say. 

19.708.  And  it  has  never  been  suggested  that  they 
should  be  taxed? — It  is  not  that  we  should  not  like  to. 

19.709.  What  it  really  amounts  to  is  this.  There  is 
a wide-spread  feeling  throughout  the  country  that  co- 
operative trading  has  reached  such  an  amount  that 
in  justice  to  the  community  generally  some  contribu- 
tion to  the  Revenue  should  be  made,  but  that  under 
the  present  condition  of  the  law  and  of  the  principles 
on  which  the  law  is  based,  it  cannot  be  made  on  this 
Income  Tax  basis? — Quite,  beyond  what  we  are 
already  receiving. 

19.710.  The  Excess  Profits  Duty  was  levied  on  co- 
operative trading,  was  it  not? — Yes. 

19.711.  Clearly  if  there  is  no  profit  for  Income  Tax, 
there  could  be  no  profit  for  Excess  Profits  Duty?— 
Quite. 

19.712.  Therefore  it  was  an  illogical  position,  but  it 
was  acquiesced  in,  I believe  I am  correct  in  saying, 
by  the  Co-operative  Societies  largely  on  patriotic 
grounds.  I think  that  was  so;  it  was  acquiesced  in, 
although  recognized  to  be  illogical. 

19.713.  Mr.  May : And  since  admitted  to  be  so  by 
the  Chancellor  ? — Of  course,  to  a certain  extent,  there 
is  no  doubt  the  Co-operative  Societies  during  the  war 
were  doing  a large  business,  and  so  far  as  they  do 
make  profits,  they  were  making  increased  profits,  but 
it  does  not  follow  that  the  basis  of  payment  of  Excess 
Profits  Duty  had  regard  to  the  true  Income  Tax 
profits. 

19.714.  Sir  T.  Whittaker : No,  only  we  had  it  in 
evidence  yesterday  that  the  actual  profit  derived  from 
what  you  may  call  the  war  trade  with  the  Govern- 
ment, and  that  sort  of  thing,  was  very  small.  My 
point  really  was  this,  that  there  was  an  attempt  there 
to  get  to  something  like  equity,  but  it  was  very 
illogical.  I do  not  wish  to  ask  you  for  any  suggestion 
as  to  what  should  be  done,  but  merely  to  put  it  to 
you  in  this  way.  If  it  be  decided  that  there  ought 
to  be  some  contribution,  is  it  your  view,  as  the  result 
of  your  experience  in  studying  this  question,  that  the 
Commission  will  have  to  face  it,  so  to  speak,  de  novo  ? 
—That  is  absolutely  my  opinion;  that  is  what  I wish 
to  be  understood.  I am  only  expounding  the  position, 
and  I feel  that  the  Royal  Commission  have  to  decide 
as  to  whether  or  not  that  present  position  should  be 
altered. 

19.715.  And  if  they  do  come  to  a decision  that  there 
ought  to  be  some  method  of  taxing,  then  would  be 
the  time  to  ask  the  authorities  whether  they  can 
help  them  in  devising  a method,  and  what  their 
view  may  be  of  any  method  which  is  suggested?— I 
have  no  doubt  we  could. 

19.716.  Mr.  Kerly : Here  is,  of  course,  the  grave 
question  of  whether  on  the  ground  of  mutuality,  Co- 
operative Societies,  as  distinct  from  their  membeis, 
ought  to  be  exempted  from  taxation  under  Sche- 
dule D.  That  is  a question  of  policy.  On  the  other 
hand,  there  is  the  question  whether  it  is  worth 
while  if  we  come  to  the  conclusion  that  the  policy 
should  be  changed.  You  have  given  us  some  figures 
suggesting  what  the  results  would  be  if  we  took 
two  different  courses,  tax  all  the  profits,  or  tax  the 
undistributed  profits,  and  there  are  two  important 
factors  in  that.  You  say,  in  Appendix  No.  V to 
your  evidence-in-chief,  that  deposits  received  by 
persons  entirely  relieved  from  Income  Tax  have, 
after  investigation,  been  taken  at  80  per  cent.  I 
want  you  to  tell  me  two  things  about  that.  First 
of  all,  how  do  you  get  at  that  80  per  cent.  ? — I have 
two  calculations  which  are  the  result,  I may  say, 
of  a great  deal  of  labour,  including  personal  investi- 
gation in  a number  of  important  districts.  One 
calculation  prepared  by  the  statistical  department 
at  Somerset  House  shows  9 per  cent,  of  the  members 
to  be  liable  to  Income  Tax.  My  own  estimate  is 
12^  per  cent.,  arrived  at,  I might  almost  say,  on 
common  sense  and  absolute  facts  ascertained  in  these 


districts.  The  statistical  department  admit  and 
agree  that  my  12£  per  cent,  is  perfectly  fair  but 
extreme.  Would  you  like  me  to  explain?  I do  not 
need  to  do  this  in  figures;  I can  explain  this  verbally, 
showing  how  I have  arrived  at  my  conclusions.  The 
written  page  is  my  personal  calculation  [see  Appen- 
dix No.  29] . 

19.717.  I happen  to  be  looking  at  the  other  one 
[see  Appendix  No.  29];  will  you  take  that  first? 
The  other  system  is  this;  you  know  the  total  male 
population  of  13  millions,  of  which  the  calculator 
says  4£  millions,  say  one-third,  are  not  exempt,  the 
remainder  are  exempt.  Then  you  apply  that  pro- 
portion to  the  membership  of  the  co-operative  stores  • 
is  that  it? — Yes,  except  that  I took  a half. 

19.718.  You  assume  that  half  of  the  members  of 
the  co-operative  stores  would  be  liable  to  tax  until 
you  come  to  allowances? — Yes. 

19.719.  Then  you  make  a calculation  that  25  per 
cent,  of  them  have  various  allowances  for  wife, 
children,  insurance  and  so  on.  25  per  cent,  remain 
liable  after  the  deduction  for  wife  and  children  ? — 
Yes. 

19.720.  That  gives  you  a quarter  of  your  half, 
which  gives  one-eighth  of  the  whole  members  liable 
to  Income  Tax? — That  is  so. 

19.721.  Then  from  those  you  deduct  bachelors ; 
that  is  12J  per  cent.  ? — But  pardon  me,  you  have 
got  to  deduct  from  that  one-eighth  bachelors,  which 
brings  it  down  to  three-thirty  seconds,  or  9 per  cent. 
You  have  to  continue  below  where  you  have  got  to. 

19.722.  Practically  you  have  taken  the  males  of  the 
population.  You  have  got  some  view  as  to  how  many 
males  pay  tax,  and  how  many  would  pay  tax  bat  for 
the  exemptions.  Do  you  get  those  figures  from  your 
general  experience  at  Somerset  House? — From  statis- 
tics ; from  actually  verified  facts. 

19.723.  You  put  these  papers  in? — I do. 

19.724.  Now  a further  question.  In  Appendix 
No.  VI  to  your  evidence-in-chief,  you  say:  “ The 
total  amount  which  would  be  repayable  to  persons 
not  liable  to  pay  any  tax  . . . and  to  persons 
liable  to  Income  Tax  at  the  reduced  rate  of  3s.  in 
the  £ ” would  be  so  much.  You  estimate  that  a 
certain  proportion  of  the  co-operative  members  who 
would  be  liable  to  tax  would  be  liable  only  at  3s.  ? — 
Practically  all.  The  number  of  members  in  Co- 
operative Societies  who  would  be  taxed  above  3s. 
would  be  negligible. 

19.725.  Where  do  you  get  that  from? — From 
practical  experience. 

19.726.  It  was  suggested  to  us  by  a witness,  who 
was  taking  the  view  that  the  Co-operative  Societies 
should  be  taxed  as  societies,  that  in  fact  their 
accounts  do  not  represent  their  real  profits.  He 
suggested  that  very  large  sums  were  put  to  reserve, 
and  that  the  values  of  their  buildings  and  so  on 
are  written  down  year  by  year  by  heavy  deprecia- 
tion, which  would  not  be  allowed  if  their  accounts 
were  criticized? — That  is  perfectly  true. 

19.727.  And  you  have  no  means  of  judging  by  how 
much? — Yes,  I have  done  so,  and  I have  provided 
for  that  in  my  figures.  Transfers  to  reserve,  includ- 
ing depreciation  of  plant,  £1,150,000. 

19.728.  You  have  brought  that  into  calculation? — 
Yes. 

19.729.  Are  those  actual  figures  or  are  they  esti- 
mates?— They  are  approximate  figures,  got  by  apply- 
ing the  actual  results  of  a considerable  number  of 
societies  to  the  whole.  I am  quite  prepared  to  stand 
by  the  figures  as  being  correct  within  a negligible 
amount. 

19.730.  Whether  the  book  values  of  the  buildings 
and  so  on  of  the  societies  are  right  or  not,  when 
they  are  assessed  under  Schedule  A,  they  do  not  pay 
upon  their  book  values,  do  they ; they  pay  upon  an 
outside  assessment? — They  pay  on  the  annual  value, 
less  an  allowance  of  one-sixth  for  repairs. 

19.731.  Which  has  nothing  to  do  with  their  book 
values? — No. 

19.732.  Sir  J.  Harmood-Banner : Referring  to 

Appendices  Nos.  VI  and  VII  of  your  evidence-in- 
chief, I want  to  have  it  quite  clear  in  my  mind  that 
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those  two  amounts  are  on  two  different  bases— the 
amounts  which  the  nation  loses  by  adopting  the  co- 
operative principle;  that  is  to  say,  under  No.  VI, 
if  there  was  no  co-operative  principle,  the  nation 
would  undoubtedly  get  £619,000  more,  or,  adopting 
the  principle  of  Appendix  No.  VII,  would  get  a 
million  more  in  taxes  than  they  now  get?— Assuming 
that  the  so-called  dividends  are  a profit  subject  to 

19,733.  That  is  Appendix  No.  VII.  But  for  No. 
VI  you  do  treat  the  dividends  on  purchases  as^a 
deduction.  But  according  to  your  calculation  No. 
VI  the  nation  undoubtedly  loses  £619,000  by  carry- 
ing out  the  present  co-operative  principle?— Yes,  to 
the  extent  of  those  dividends. 

19  734.  I wanted  to  get  that  quite  clear.  Is  the 
nation  losing  £619,000  by  adopting  that  principle? 
—No-  I beg  your  pardon;  I must  correct  that.  It 
is  the  difference  between  £466,000  and  £619,000. 

19.735.  Where  is  the  £466,000? 

19.736.  Mr.  Kerly:  That  is  No.  V.  We  get 

£466,000  at  present,  that  is  No.  V,  and  if  you  tax 
the  reserve,  which  is  No.  VI,  we  should  get  £619,000. 


19  737.  Sir  J.  Harmood-Banner : But  that  still 
would  leave  the  fact  that  under  the  co-operative 
principle  there  is  a very  considerable  difference, 
£150  000  under  Appendix  No.  VI  and  £600,000 
under  Appendix  No.  VII?— I think  there  is  one 
point  I ought  to  put  before  the  Commission  and 
that  is  that  the  figures  are  based  on  the  assumption 
that  the  undistributed  profits  are  taxed  at  6s.  in 
the  £,  and  that  no  regard  whatsoever  is  had  to  the 
fact  that  the  members  of  a Co-operative  Society  are 
small  people  and  not  like  ordinary  company  people 
with  substantial  incomes. 

19.738.  That  is  a proviso  you  put?— Yes,  I do  not 

make  any  point  of  that,  only  I think  it  ought  not  to 
be  lost  sight  of.  . 

19.739.  You  mentioned  the  speech  of  the  Registrar 
of  Friendly  Societies  in  1876.  At  the  time  when  he 
made  those  remarks  the  business  of  co-operatives  was 
entirely  distributive;  it  was  not  productive  or  whole- 
sale?—I think  you  are  right.  I must  take  your 
word  for  that;  I cannot  answer  that  question  at  the 


moment.  . 

19,740.  There  was  no  productive  or  wholesale  busi- 
ness at  that  time? — I think  that  is  not  right.  The 
Co-operative  Wholesale  Society  was  constituted  in 
1863  and  the  Scottish  Co-operative  Wholesale  in 


19.749.  Then  in  the  distributive  societies  there  are 
a great  many  trading  concerns  as  well,  are  there  not  ? 

No,  not  that  I am  aware  of.  Do  you  mean  as 

members  of  the  distributive  societies? 

19.750.  Yes? — I should  not  like  to  say  that.  I 
should  not  think  that  is  so. 

19.751.  The  point  I want  to  make  is  that,  for 
instance,  in  making  up  their  accounts  in  the  case  of 
farmers  especially,  where  they  would  charge  their 
seeds,  manures  and  everything  that  they  buy  from 
the  co-operatives,  at  a co-operative  price,  and  debit 
that  in  their  trading  accounts  for  the  purpose  of 
profit  and  loss  account,  when  the  distribution  comes 
in,  that  distribution  is  treated  as  a dividend  free  of 
Income  Tax,  and  is  not  credited  in  reduction  of  the 
cost?— I should  not  like  to  say  that.  If  I discovered 
a farmer  not  crediting  his  so-called  dividend,  I 
should  want  to  know  the  reason  why.  I should 
expect  it  to  be  credited. 

19.752.  It  is  not  a dividend  free  of  tax? — It  is  not 
a dividend  at  all  in  the  Income  Tax  sense;  that  is 
my  point. 

19.753.  The  distribution  is  entirely  something  that 
ought  to  be  taken  off  the  cost?— That  is  right;  that 
is  my  view. 

19.754.  But  do  you  take  any  steps  to  see  that  that 
is  done?  It  is  quite  possible  that  a large  amount  of 
that  distribution  is  not  applied  in  reduction  of  the 
cost  ? — I have  had  cases  of  the  kind,  but  those  mostly 
arise  with  the  agricultural  societies.  The  point  has 
come  before  me,  and  I have  insisted  on  it  being 
brought  in;  I could  not  do  otherwise,  logically. 

19.755.  Yesterday  we  had  put  forward  the  conten- 
tion that  the  Co-operative  Societies  were  claiming  to 
be  relieved,  on  their  purchases  of  land,  of  the  charge 
under  Schedule  B.  Are  you  aware  of  that? — The 
point  has  been  raised  that  they  should  be  allowed 
to  elect  to  return  under  Schedule  D,  and  return  a 
loss,  and  pay  no  tax.  I think  that  is  the  point;  and 
that  has  been  objected  to. 

19.756.  So  far,  but  they  are  claiming  that  they 
have  a right  to  be  relieved  of  Schedule  B as  against 
the  ordinary  landowner  ? — I think  that  is  a question 
for  the  Royal  Commission  in  conjunction  with  all 
the  other  points.  At  the  present  moment,  the  posi- 
tion is  in  the  sense  of  a compromise,  and  if  they 
want  to  alter  the  compromise  the  whole  question 
must  be  reconsidered,  I think. 


J.OUO. 

19.741.  What  was  the  volume  of  their  transactions 
at  that  time? — I have  no  record 

19.742.  They  were  very  small?— They  were  all  very 
much  smaller  than  they  are  now. 

19.743.  Then  you  mention  the  fact  that  the  mem- 
bers of  these  Co-operative  Societies  are  all  men  of 
small  means.  Is  that  strictly  true? — That  is  so,  the 
great  mass.  There  are  exceptions,  but  the  number 
of  exceptions  would  be  trifling  so  far  as  my  experi- 
ence goes. 

19.744.  Amongst  the  agricultural  co-operatives 
there  are  a great  number  of  large  farmers  who  deal 
with  Co-operative  Societies? — I cannot  say  that.  I 
should  think  that  the  number  of  agricultural  mem- 
bers in  the  whole  would  be  comparatively  small. 

19.745.  Mr.  May : The  number  is  small,  but  there 
are  large  ones? — There  are  only  158,000  members  in 
all  in  the  agricultural  societies. 

19.746.  As  against  3i  millions  in  the  distributive 
societies? — I do  not  want  to  be  misunderstood.  In 
the  distributive  societies  there  must  be  a number 
of  agricultural  members. 

19.747.  Sir  J.  Harmood-Banner : The  wholesale 

societies  act  only  for  the  distributive  societies? — 
That  is  right;  the  members  of  the  wholesale  societies 
are  the  distributive  societies,  and  the  distributive 
societies  take  as  many  shares  as  they  have  members, 
so  that  the  members  of  the  distributive  societies  are 
the  members,  one  stage  removed,  of  the  wholesale 
societies. 

19.748.  There  are  no  members  in  the  wholesale  or 
productive  societies,  except  the  distributive  societies  ? 
— That  is  so. 


19.757.  The  contention,  if  accepted,  if  they  pur- 
chased the  whole  land  of  this  country,  would  relieve 
the  whole  land  of  this  country  of  the  charge 
under  Schedule  B ?— I should  like  to  suggest,  as  a 
counterblast  to  that  proposal,  that  the  exemption  in 
respect  of  Schedule  C should  be  withdrawn.  1 do  not 
see  why  Schedule  C should  ever  have  been  exempted. 

19.758.  The  reason  I put  that  question  to  you  is 
this.  Would  it  not  be  the  fact  that  supposing  the 
whole  work  of  the  distribution  of  commodities  was  to 
be  effected  by  co-operative  machinery,  the  Inland 
Revenue  would  be  very  much  alarmed  at  the  result, 
and  would  have  to  look  elsewhere  for  the  revenue  of 
the  country  ?-  The  remedy  is  very  simple ; have  a tax 
on  turnover,  then. 

19,756.  Mr.  Kerly:  Those  tables  in  your  Ap- 

pendices V,  VI  and  VII  are  of  very  great  importance, 
so  I want  to  ask  you  to  clear  up  a point  upon  them. 
In  your  Appendix  No.  VI  are  you  quite  sure  that  you 
have  not  included  what  was  already  in  Appendix 
No.  V ? Have  you  allowed  sufficiently  for  Schedule  A ? 
Just  see  what  you  have  done.  You  first  take  the 
gross  profit. 

19.760.  Sir  J.  Harmood-Banner:  That  is  what  I 
suggested.  £363,000  is  deducted  twice  over?— Is  not 
th?s  the  point : that  the  £851,010  is  the  tax  on  the 
profits  assessable  under  Case  1 of  Schedule  D,  which 
profits  have  been  arrived  at  by  deducting  Schedule  A ? 
Now  to  get  at  the  total  tax  payable,  you  have  to  add 
that  on  again  to  the  £851,000. 

19.761.  Then  you  get  it  that  the  total  tax  upon 
Schedule  D is  £1,247,000?— That  is  Schedules  A,  B 
and  D. 
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19.762.  I agree  that  is  Schedules  A,  B and  D.  Of 
that  you  take  practically  half,  because  you  say  half 
would  be  returned? — Yes. 

19.763.  And  so  you  get  at  £619, 00U.  which,  as  I 
understand  you  to  say,  the  Revenue  would  get  instead 
of  the  £466,000  under  Appendix  No.  V ? — That  is 
right. 

19.764.  If  it  did  get  £619,000,  it  would  not  get  any 
part  of  the  £466,000  in  addition? — No. 

19.765.  Mr.  Kerly : I think  that  is  right,  Sir  John. 

19.766.  Sir  J.  Harmood-Bcinner : It  only  strikes  me 
that  we  get  the  £466,000  as  well. 

19.767.  Mr.  Kerly:  I think  this  matter  ought  to  be 
cleared  up.  Perhaps  Mr.  Geoffrey  Marks  would  put 
a question  or  two  upon  that. 

19.768.  illY.  Marks : I am  only  asking  for  informa- 
tion. This  is  how  it  looks  to  me,  and  perhaps  you 
will  correct  me  if  I am  wrong.  Looking  at  the  table 
in  Appendix  No.  VI,  you  take  the  whole  of  the 
assessable  income,  which  you  make  £4,321,700? — That 
is  right. 

19.769.  You  then  deduct  Schedules  A and  B,  and 
the  allowance  of  one-sixth,  and  you  get  £2,836,700 
taxable  under  Case  1 of  Schedule  D ? — That  is  right. 

19.770.  And  tax  on  that  at  6s.  is  £851,000? — Yes. 

19.771.  But  then,  to  get  the  total  tax,  having 
deducted  the  assessable  income  under  Schedules  A 
and  B,  you  have  to  bring  in  the  tax  again  ? — Yes. 

19.772.  Then  you  get  a net  result,  which  does  not 
matter  for  the  moment,  of  £619,000? — Yes. 

19.773.  Then  you  say  that  the  gain  to  the  Revenue 
under  this  arrangement  is  only  the  difference  between 
£466,000  and  £619,000;  and  that  is  where  I cannot 
follow  you? — Because  at  the  present  time  we  are 
getting  £466,000. 

19.774.  Sir  J.  Harmood-Banner : But  that  would 
go  against  the  £2,836,000? — No. 

19.775.  Mr.  Synnott : You  would  get  it  again  in 
another  form  ? — We  get  £466,000  at  the  present  time, 
but  in  getting  £619,000  we  should  get  our  tax  on  a 
totally  different  basis ; what  we  should  then  get 
would  amount  to  £619,000. 

19.776.  Mr.  Walker  Clark:  £150.000  more,  which 
is  an  actual  loss? — Yes. 

19.777.  Mr.  Kerly:  Mr.  Geoffrey  Marks,  are  you 
satisfied  as  to  that? 

19.778.  Mr.  Marks : I will  consider  it  further. 

19.779.  Mr.  May : One  question  arising  out  of  Mr. 
Kerly’s  question  to  Mr.  London  with  reference  to 


accretion  by  reserve  funds  or  hidden  funds  for  depre- 
ciation, without  power  of  examination.  I want  to 
ask  you  whether  it  is  not  a fact  that  practically 
universally  in  the  Co-operative  Societies’  rules  the 
amount  of  all  that  depreciation  is  fixed? — The  depre- 
ciation of  what — of  the  buildings  ? 

19.780.  Of  fixed  stock,  and  land,  and  buildings,  and 
so  on,  which  is  a large  portion  of  the  fund  that  is 
said  to  be  hidden? — Yes;  you  usually  have  a fixed 
rule  as  a maximum. 

19.781.  No,  not  a maximum,  but  a fixed  rule? 

But  you  do  not  always  carry  it  out. 

19.782.  I understood  that  the  complaint  was  that 
it  was  carried  to  excess  ? — Yes ; if  you  ask  me,  I agree 
that  the  depreciation  is  not  excessive,  but  my  point 
is  that  the  societies  do  not  always  write  off  what  they 
profess  they  should,  because  they  cannot  always 
afford  to  do  it. 

19.783.  That  is  sufficient  for  my  purpose,  because 
the  representations  so  far  have  been  in  exactly  the 
contrary  direction.  I wanted  to  put  the  point  that 
these  are  provided  for  in  the  rules.  These  are  the 
model  rules.  The  Chief  Registrar  now  issues  model 
rules  for  Co-operative  Societies.  Are  you  aware  that 
those  model  rules  issued  by  the  Registrar  are  based 
on  the  model  rules  which  were  originally  issued  by  the 
Co-operative  Union  to  their  own  societies? — No,  I am 
not;  I am  afraid  I am  not  interested. 

19.784.  Mr.  Kerly:  Do  you  want  to  ask  the  witness 
anything  further?  Do  you  want  to  put  any  rule? 

1.9,785.  Mr.  Holland-Martin:  May  we  hear  what 
the  amount  of  percentage  is? 

19.786.  Mr.  May : I have  sufficient  for  my  point, 
but  this  is  for  the  information  of  the  Commissioners, 
if  they  wish  it.  In  reduction  of  the  value  of  fixed 
stock  and  plant  of  the  Society,  there  is  a rate  of 
10  per  cent  on  fixtures,  and  2J  per  cent,  on  shops, 
warehouses  and  other  buildings.  At  the  same  time, 
the  interest  on  the  shares  is  limited  to  5 per  cent,  in 
the  same  rule.  I want  to  ask  you  one  more 
question — whether  you  are  aware  that  from  the 
foundation  of  the  societies,  the  provision  of  this  re- 
serve by  depreciation  and  by  direct  contribution  to 
reserve  funds,  has  not  only  been  encouraged,  but 
practically  enforced  officially  upon  the  societies  as  a 
protection  to  the  members? — You  mean  by  the 
Registrar  ? 

19.787.  By  the  Registrar? — I am  not  aware  of  that ; 
I take  it  from  you. 

19.788.  Mr.  Kerly : Thank  you  for  your  evidence. 


Mr.  C.  Hewetson  Nelson,  J.P.,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

19.789.  (1)  I am  a member  of  the  Board  of 
Referees  in  relation  to  Excess  Profits  Duty,  chair- 
man of  the  commercial  law  committee  and  special  com- 
mittee on  Income  Tax  of  the  Liverpool  Chamber  of 
Commerce.  A director  of  the  United  Alkali  Company 
Limited',  external  examiner  in  Accountancy  (National 
University  of  Ireland),  Fellow  and  an  Ex-President 
of  the  Society  of  Incorporated  Accountants  and 
Auditors,  and  senior  partner  of  the  firm  of  C.  Hewet- 
son Nelson,  Robson  & Company,  Liverpool. 

19.790.  (2)  In  view  of  the  exhaustive  evidence 
which  has  already  been  received  by  the  Commission, 
I propose  to  confine  myself,  almost  exclusively,  to 
specific  questions  of  administration  and  procedure. 

BASIS  OF  ASSESSMENT. 

19.791.  (3)  I am  of  opinion  that  the  most  im- 
portant step  towards  simplification  would  be 
achieved  by  the  assessments  under  Sch.  D being 
based  on  the  previous  year’s  income,  which  already 
obtains  in  respect  of  railways,  waterworks,  gas- 
works, salt  mines,  and  other  concerns,  with  a right 
of  set-off  in  respect  of  previous  losses  within  an 
agreed  limit. 

19.792.  (4)  As  regards  carrying  forward  losses, 
obviously  a time  limit  is  necessary.  Income  Tax  is 
an  annual  tax,  and  though  equity  requires  that  we 


should  not  ignore  a £20,000  loss  one  year  and  assess 
a £20,000  profit  the  next  year,  we  cannot  “ equate  ” 
the  tax  to  limit  it  to  the  total  profits  less  total 
losses  of  the  life  of  an  individual,  or  of  a mine,  or 
of  a trading  company.  At  present  the  allowance  for 
losses  is  erratic,  e.(j.,  take  these  two  sequences  in 
the  case  of  a ooncern  assessed  on  three  years’ 
average : — 

A B 


1920 

1921 

1922 

1923 

1924 

1925 


10.000  profit. 
10,000 

20.000  loss. 

15.000  profit. 

15,000  ,, 

5,000  „ 


19.000  profit. 

1.000  „ 
20,000  loss. 

5,000  profit. 

5.000  „ 

25.000  ,. 


Total...  35,000  profit.  35,000  profit. 

On  the  three  years’  average  system  A gets  the 
total  loss  of  £20,000  allowed,  B gets  only  £12,000 
allowed.  Examples  might  be  multiplied  indefinitely. 
With  fluctuating  profits  there  is  no  oertainty  of 
getting  the  whole  of  the  loss  allowed  under  tho  pre- 
sent system.  A fair  compromise  would  be  to  carry 
forward  loss  for  three  years ; a generous  compromise 
would  be  to  carry  it  forward  for  five  years. 


Super-tax  in  relation  to  Sch.  D. 

19,793.  (5)  The  adoption  of  the  previous  year’s 
income  would  greatly  simplify  the  rendering  of 
Super-tax  returns  and  would  bring  the  levying  of 
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the  tax  nearer  the  point  at  which  the  profits  taxed 
were  earned,  whereas  under  existing  procedure  the 
assessment  for  1919/20,  being,  as  far  as  Sch.  D is 
concerned,  upon  the  Income  Tax  assessment  1918/19, 
is  actually  on  the  average  profits  for  the  years 
1015  1916,  1917.  An  actual  case  will  illustrate  the 
complexity  of  the  present  system. 

Income  Tax  assessment.  1918/19 £22,000 

Profits,  1918  £12,000 

Super-tax  assessment,  1919/20  (Sch.  D)  ...  £22,000 

Although  it  is  true  that  provision  exists  for 
adjustment  of  the  Income  Tax  assessment  under 
section  43,  when  the  fall  in  profits  is  due  to  circum- 
stances directly  or  indirectly  connected  with  the  war, 
or  under  section  44,  in  cases  where  the  actual  income 
from  all  sources  in  the  year  of  assessment  is  less  by 
more  than  10  per  cent,  than  the  income  on  which  he 
has  been  assessed,  or  for  postponement  under  section 
50  the  fact  remains  that  the  system  is  cumbersome 
and  the  method  involved. 

19.794.  (6)  It  appears  to  me  that  the  system  as  it 

exists  contravenes  at  least  two  of  the  four  famous 
maxims  of  Adam  Smith:  (a)  the  system  is  not 

“ clear  and  plain  to  the  contributor  and  every  other 
person  ” ; ( b ) the  tax  is  nob  “ levied  at  the  time,  or 
in  the  manner,  in  which  it  is  most  likely  to  be 
convenient  for  the  contributor  to  pay  it.” 

19.795.  (7)  It  will  be  remembered  that  the  Depart- 

mental Committee  of  1905  stated:  ‘‘we  think  it 
probable  that  if  we  were  starting  de  novo,  the 
system  of  levying  the  tax  on  the  profits  of  the  pre- 
vious year  would  be  considered  preferable  to  the 
present  system.”  . 

In  considering  the  difficult  question  of  “ bridging 
the  gap,”  I submit  the  following  figures,  which 
indicate  some  of  the  problems  to  be  dealt  with. 


Case  I.  Assessed  on  thbee  years’  average. 


Statutory 

profits. 

2,472 

2,344 

2,424 

6,026 

7,163 


Assessment 
on  3 years’ 
average. 


Assessment 
if  on  previous 
year’s  profits. 


2,462  2,472 

2,441  2,344 

2,413  2,424 

3,598  6,026 

5,204  7,163 


Actual  amount  on  which  tax  paid,  £16,118;  amount 
tax  would  have  been  paid  on,  on  basis  of  previous 
year,  £20,429;  profits  untaxed,  £4,311. 


Case  II.  Assessment  on  five  years’  average. 


Statutory 

profltB. 

& 

3,276 

9,923 

23,110 

28,039 

22,440 


Assessment 
on  5 years' 
average. 

...  8,309 

...  9,945 

...  11,908 

...  15,117 
...  17,327 


Assessment 
if  on  previous 
year’s  profit. 

..  3,276 

..  9,923 

..  23,110 
..  28,039 
..  22,400 


Actual  amount  on  which  tax  paid,  £62,606;  amount 
tax  would  have  been  paid  on,  on  basis  of  previous 
year,  £86,748;  profits  untaxed,  £24,142. 


Case  III.  Assessed  on  previous  year’s  profits. 


Statutory 

profits. 

£ 

19,407 

56j764 

274,616 

304,458 

372,690 


Assessment 
if  on  3 years’ 
average. 

£ 

Nil. 

...  28,940 

...  116,929 
...  211,946 
...  317,248 


1,027,935  675,063 

Had  the  company  been  assessed  on  the  usual  three 
years’  average,  it  would  have  paid  tax  on  £352,872 
less  than  it  paid  on  under  previous  year’s  assessment. 

I suggest  that  it  would  be  equitable  in  cases  I- 
and  II.,-  before  bringing  them  on  to  the  suggested 
new  basis  of  the  previous  year’s  profits,  that  they 
should  be  taxed  on  that  portion  of  past  profits  which 


has  not  yet  been  brought  under  taxation  during  the 
past  five  years,  at  the  average  rate  of  tax  for  the 
five  years. 

In  cases  of  an  opposite  character,  if  a taxpayer 
proved  that  on  the  average  basis  he  has  paid  more 
during  the  past  five  years  than  he  would  have  paid 
if  assessed  on  the  previous  year’s  basis,  he  would  be 
entitled  to  a corresponding  rebate. 

Schedule  E. 

19.796.  (8)  The  anomaly  of  salaried  officers 
employed  by  limited  companies  being  assessed 
under  Schedule  E (current  year’s  income)  while 
similar  officials  in  the  service  of  an  individual  or 
firm  are  assessable  under  Schedule  D (on  a three 
years’  average)  would  cease  to  exist  if  all  assessments 
of  profits  were  brought  under  Schedule  D on  the 
previous  year’s  income.  The  fact  must  not  be  over- 
looked that  companies  are  prone  to  vote  their  direc- 
tors bonuses,  etc.,  after  the  result  of  the  year’s 
trading  is  known.  If  a director  of  a company 
received  £1000  salary  in  the  year  and  for  the  year 
ended  31st  December,  1918,  and  at  the  annual  meeting 
on  1st  June,  1919,  he  was  voted  a bonus  of  £500 
for  the  year  1918,  which  bonus  was  actually  paid  on 
30th  June,  1919,  the  question  arises  whether  on  the 
“ preceding  year  ” basils  he  should  be  assessed  on  the 
receipts  in  the  year  or  the  receipts  for  the  year. 
Additional  assessments  on  company  officials  would 
only  cease  if  a rule  was  made  that  in  the  case  of  all 
officials  and  employees  the  remuneration  actually 
paid  in  the  preceding  year  should  be  assessed 
irrespective  of  the  period  in  respect  of  which  it  was 
paid. 

SUGGESTIONS  AS  TO  OFFICIALS. 

Assessors. 

19.797.  (9)  1 am  of  opinion  that  Assessors  of  Taxes 
should  be  abolished,  as  their  existence  leads  to  a con- 
fusion of  the  taxpayer,  who  is  forced  to  deal  with 
more  officials  than  is  necessary.  In  so  far  as  it  is 
necessary  to  maintain  any  part  of  the  work  at 
present  undertaken  by  Assessors  it  should  be  trans- 
ferred to  the  Surveyors. 

The  separate  appointment  of  an  Assessor  appears 
to  multiply  tax  officials  needlessly,  and  multiplicity 
of  officials  leads  to  confusion  of  the  public.  Au 
individual  is  called  upon  to  furnish  a return  of  his 
income  to  one  man  at  a certain  address  (the  Assessor), 
if  he  wishes  to  discuss  or  to  justify  his  return  he 
must  go  to  another  man  in  another  office  (the  Sur- 
veyor), and  finally  he  must  pay  the  tax  to  another 
man  in  another  office  (the  Collector).  In  so  far  as 
the  Assessor’s  work  is  not  purely  mechanical  clerical 
work  which  could  be  done  by  the  clerical  staff  of  the 
Surveyor,  its  value  is  supposed  to  be  derived  from  the 
local  knowledge  possessed  by  the  Assessor  which 
enables  him  (a)  to  include  in  his  lists  every  individual 
and  every  concern  which  is  liable  to  tax;  (b)  to  detect 
inadequate  returns  and  to  estimate  the  correct  assess- 
ment where  the  returns  are  inadequate  or  where  no 
return  is  delivered. 

As  regards  (a),  the  sources  of  information  open  to 
the  Surveyor  (directories,  raLing  assessments,  personal 
survey  of  his  district,  etc.)  are  such  that  the  omission 
of  liable  persons  from  Income  Tax  assessment  is  uot 
rendered  more  likely  to  occur  by  the  abolition  of  the 
office  of  Assessor.  As  regards  (b),  the  power  of 
the  Assessor  to  make  a reasonable  guess  at  the  profits 
made  by  any  individual  or  any  business  concern  is 
practioally  non-existent.  Whether  he  takes  as  the 
basis  for  his  guess  an  individual’s  style  of  living,  the 
size  and  position  of  his  business  premises,  the  gossip 
current  about  him,  or  the  outward  and  visible  signs 
of  actual  business  transacted,  or  a combination  of  all 
or  any  of  these  factors,  his  guess  is  invariably  liable 
to  a very  wide  margin  of  error. 

Assessing  should  be  placed  in  the  hands  of  the 
Surveyor,  who  should  be  empowered  to  request  the 
production  of  properly  certified  accounts.  Even  in 
small  country  towns,  where  the  local  knowledge  of 
the  Assessor  is  sometimes  supposed  to  count  for  so 
much, . by  a comparison  of  the  returns  of  tradesmen 
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who  furnish  accounts  with  the  returns  of  similar 
tradesmen  who  do  not,  the  Surveyor  is  likely  to  arrive 
at  a better  result  than  that  shown  by  the  guesswork 
of  the  Assessor. 

Commissioners. 

19.798.  (10)  (a)  I am  of  opinion  that  General 
Commissioners  should  be  abolished,  and  that  all 
appeals  should  be  heard  by  a body  of  commissioners 
consisting  of  the  present  Special  Commissioners  with 
possibly  the  addition  of  one  accountant-commissioner 
at  each  sitting  (a  practice  adopted  by  the  Board  of 
Referees  under  the  Finance  (No.  2)  Act,  1915). 

(b)  I have  formed  this  view  as  the  result  of  many 
years’  experience  in  Income  Tax  practice,  which 
experience  has  lead  me  of  late  years,  almost  con- 
sistently, to  recommend  my  clients  to  appeal  to  the 
Special  Commissioners. 

(c)  Apart  from  the  increasing  gravity  of  the  tax 
as  an  item  of  trading  expense,  and  the  complexity  of 
the  points  one  usually  takes  to  appeal  (which  obviously 
are  only  those  points  which  have  proved  incapable  of 
agreement  with  the  Surveyor),  I have  found  that  the 
Special  Commissioners  generally  give  a more  patient 
hearing  to  an  applicant.  Additional  Commissioners 
should  also,  in  my  view,  be  abolished,  and  the  very 
nominal  work  undertaken  by  them  transferred  to  the 
Surveyor. 

General  Commissioners. 

19.799.  (11)  No  special  qualification  is  required  of 
the  General  Commissioner  other  than  a property 
qualification.  On  general  grounds  it  would  seem  that 
a body  like  the  Special  Commissioners  (who  are 
chosen  presumably  by  reason  of  their  experience  and 
suitability  for  the  position)  would  form  a more 
satisfactory  appellate  body  than  the  General  Com- 
missioners. No  doubt  it  may  be  said  that  a body  of 
General  Commissioners  is  equally  capable  of  giving  as 
correct  a decision  on  a point  of  fact-  as  is  a panel  of 
Special  Commissioners : but  in  Income  Tax  matters 
fact  and  law  are  often  closely  intertwined.  The  fact 
that  every  person  assessed  under  Schedule  D oould, 
if  he  wished,  appeal  to  the  Special  Commissioners, 
while  in  actual  practice  appeals  are  usually  heard 
by  the  General  Commissioners  must  not  be  given 
undue  weight.  If  all  appeals  were  normally  heard 
by  the  Special  Commissioners  (except  on  special 
election  by  the  taxpayer  to  be  heard  by  the  General 
Commissioners)  no  doubt  the  Special  Commissioners 
would  hear  the  majority  of  appeals.  The  facts 
which  have  to  be  determined  at  Income  Tax  appeals 
are  not  such  that  any  local  knowledge  possessed  by  the 
General  Commissioners  is  a material  aid  to  a correct 
decision,  e. <7.,  on  so  important  a matter  as  the  correct 
amount  of  depreciation  to  be  allowed,  the  Legislature 
has  formed  a new  central  appellate  body  (the  Board 
of  Referees)  with  no  special  local  knowledge.  For  all 
questions  of  fact  concerning  the  correct  amount  of 
profits,  accounts  are  the  only  reliable  guide,  and 
failing  accounts  local  knowledge  is  a poor  substitute. 

Additional  Commissioners. 

19.800.  (12)  The  sole  function  of  the  Additional 
Commissioners  is  to  consider  and  confirm  (or  amend) 
the  assessments  suggested  under  Schedule  D by  the 
Assessor.  Why  the  Assessor  should  be  competent 
actually  to  assess  the  employee  of  a limited  liability 
company,  while  he  can  only  suggest  an  assessment  (to 
l>e  actually  made  by  the  Additional  Commissioners) 
on  an  employee  of  a private  firm  passes  compre- 
hension. In  both  instances  the  employer  is  bound 
to  furnish  details  of  the  remuneration  paid  to  his 
employee.  The  same  considerations  which  suggest 
th'at  the  Surveyor  should  take  over  the  duties  per- 
formed by  the  Assessor  apply  to  the  duties  performed 
by  the  Additional  Commissioners.  So  far  as  trades 
and  professions  are  concerned,  the  only  guarantee  of 
accurate  assessment  is  properly  prepared  accounts. 
So  far  as  complete  accounts  are  not  available,  the 
only  satisfactory  solution  appears  to  be  the  work  of  a 
properly  trained  official  authorized  to  demand  the 
production  of  such  figures  as  exist  ( e.g .,  gross  turn- 
over) for  the  purpose  of  comparison.  Obviously  such 


work  demands  time  and  training,  and  it  does  not 
appear  likely  that  it  can  be  satisfactorily  performed 
by  an  unpaid  body  of  commissioners  which  meets  at 
rare  intervals. 

Clerks  to  Commissioners. 

19.801.  (13)  (a)  I am  of  opinion  that  Clerks  to 
Commissioners  should,  if  retained,  be  whole-time 
officials,  and  not,  as  at  present,  practising  solicitors. 

(b)  If  retained,  they  shoukl  be  retained  as  legal 
advisers  on  appeal  only,  the  purely  clerical  work  being 
transferred  to  the  office  of  the  Surveyor  of  Taxes. 

Collectors. 

19.802.  (14)  I am  strongly  of  opinion  that  Collect 
tors  of  Income  Tax  in  all  centres  of  commercial 
importance  should  be  whole-time  officials.  (At  pre- 
sent one  finds  Collectors  who  are  carrying  on  business 
as  estate  agents.)  At  present  the  offices  of  the 
Collector  in  a borough  known  to  me  (population, 
93,000)  are  only  open  for  receipt  of  money  two  days  in 
each  week,  although  the  Surveyor’s  office  is  open  oach 
week-day. 

Surveyors. 

19.803.  (15)  (a)  Greater  uniformity  of  policy  is 
desirable  on  the  part  of  Surveyors  of  Taxes. 
Nothing  is  calculated  to  irritate  the  commercial  tax- 
payer more  than  the  practice  of  newly  appointed 
Surveyors  reopening  matters  which  have  been  settled 
and  agreed  with  their  predecessors. 

(b)  The  more  completely  the  work  incidental  to 
the  administration  is  centralised  in  the  office  of  the 
Surveyor,  the  better  it  will  be  for  the  convenience 
of  the  taxpayer. 

SUGGESTIONS  AS  TO  FORMS,  ACCOUNTS,  «&c. 

Forms  of  return. 

19.804.  (16)  I support  the  proposition  that  all 
forms  of  return  should  be  sent  out  in  duplicate,  so 
that  the  taxpayer  can  keep  an  exact  copy  of  the 
return  he  has  made. 

Effective  rate  of  tax. 

19.805.  (17)  I consider  that  it  should  assist  an 
intelligent  appreciation  of  the  tax  if  the  effective 
rate  (in  typical  cases)  was  set  out  in  the  memoran- 
dum which  accompanies  the  annual  form  of  return 

Accounts. 

19.806.  (18)  I favour  the  production  of  balance 
sheets,  in  addition  to  trading  and  profit  and  loss 
accounts,  on  the  grounds : — 

(a)  that  the  balance  sheet  is  necessary  to  estab- 
lish the  figures  in  the  trading  and  profit 
and  loss  account:  ( b ) that  the  production 
of  a properly  drawn  balance  sheet  ought  to 
reduce  the  number  of  queries  raised  by  the 
Surveyor. 

Verification  of  stock-in-trade. 

19.807.  (19)  I have  found  no  difficulty  in  obtain- 
ing the  signature  of  clients  to  the  certificate  as  to 
the  basis  on  which  stock  has  been  valued. 

Payment  by  instalments. 

19.808.  (20)  I see  no  reason  why  companies  should 
not  be  conceded  the  same  privilege  as  private  indi- 
viduals and  firms,  of  payment  by  two  instalments, 
subject  to  the  tax  deducted  from  any  dividends  paid 
being  paid  over  as  and  when  deducted. 

Taxation  at  the  source. 

19.809.  (21)  I am  entirely  in  harmony  with  the 
opinion  that  taxation  at  the  source  should  be  main- 
tained. 

Tax  free  dividends. 

13.810.  (22)  I am  of  opinion  that  it  would 
make  for  simplification  and  relieve  Surveyors  of  a 
good  deal  of  unnecessary  work  if  the  payment  of 
dividends  “ free  of  Income  Tax  ” (to  use  the  collo- 
quial, but  inaccurate  phrase)  was  prohibited. 
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Husband  and  wife. 

19  811.  (23)  As  I accept  “ ability  to  pay”  as  a 
fundamental  principle  of  taxation,  I see  no  satisfac- 
tory reason  for  alteration  of  the  present  system. 

Life  Insurance  allowances. 

19  812.  (24)  Although  I appreciate  the  fact  that 
this  ’ allowance  works  prejudicially  to  those  who 
cannot  insure  and  who  ought,  in  justice,  to  get  a 
compensating  bounty  if  the  allowance  continues  (and 
no  alteration  should  affect  policies  already  taken 
out  under  legal  sanction),  I am  of  opinion  that  the 
allowance  should  only  be  made  in  respect  of  genuine 
policies,  and  that  it  should  cease  when  a policy  is 
utilised  for  obtaining  loans.  In  order  to  ascertain 
the  facts  a new  column  could  be  added  to  Section 
E,  p.  4,  of  Form  11a,  with  suitable  heading. 


DIFFERENTIAL  RATES  FOR  EARNED  AND 
UNEARNED  INCOME. 


Earned  and  unearned  rates. 

19,813.  (25)  Although  the  definition  is  debatable, 
it  is  now  so  thoroughly  understood  as  relating  to 
the  “ earned  ” and  “ unearned  ” income  of  the 
year  of  assessment  that  it  should,  in  my  view,  be 
maintained. 

(a)  In  order  to  endeavour  to  secure  a more 
scientific  treatment  of  earned  and  unearned  income. 

I suggest  that  in  cases  of  income  exceeding  £500, 
assessed  under  Schedule  D,  it  might  be  practicable  to 
distinguish  the  profits  attributable  to  the  capital 
employed  and  charge  that  profit  at  the  unearned 
rate  * As  it  is  the  practice  in  nearly  all  cases  which 
come  within  the  limit  (£2,500)  to  credit  capital  with 
5 per  cent,  interest  before  arriving  at  the  profits, 
the  income  charged  at  the  unearned  rate  would  be 
calculated  at  some  such  rate  as  the  reward  of 
capital.  The  fact  that  in  many  cases  the  capital  has 
already  been  ascertained  through  the  medium  of  the 
levying  of  the  Excess  Profits  Duty  would  facilitate 
such  a scheme,  and  the  production  of  balance  sheets 
would,  of  course,  be  necessary. 

( b ) I have  considered  the  question  of  taxing  as 
“ earned  ” income  the  income  derived  from  capital 
invested  out  of  savings.  The  problem  presents 
itself  more  particularly  in  connection  with  the 
savings  of  the  taxpayer’ of  small  income,  who,  being 
ineligible  for  Life  Insurance,  at  present  receives  no 
encouragement  towards  thrift.  It  is  argued  that 
the  system  of  investment  made  by  Life  Insurance 
companies  is  beneficial  to  the  State  in  so  far  as 
their  funds  are  invested  in  Government  securities. 
It  appears  to  me  that  some  scheme  might  be 
inaugurated  whereby  taxpayers  who  are  unable  to 
take  advantage  of  the  Life  Insurance  allowance 
might,  within  defined  limits,  be  granted  the  earned 
rate  on  savings  invested  in  Government  stock. 
Apart  from  this  concession  I should  doubt  the  prac- 
ticability of  taxing  as  earned  income  the  income 
derived  from  capital  invested  out  of  savings.  Even 
the  limited  benefit  suggested  above  would  require 
to  be  carefully  safeguarded. 


Partnership  assessments. 

19.814.  (26)  Partners  should  be  assessed  sepa- 
rately, subject  to  the  return  being  made  by  the 
senior  partner,  and  to  the  Revenue  being  empowered 
to  recover  from  the  firm  in  the  event  of  a partner 
failing  to  discharge  his  obligation. 

Deductions  from  assessable  income. 

Law  costs. 

19.815.  (27)  I consider  that  a more  generous  inter- 
pretation should  be  placed  by  the  Revenue  upon 
charges  allowable.  For  example,  it  appears  to  me 
untenable  to  contend  that  the  law  costs  and  stamp 
duties  incidental  to  the  creation  of  a partnership  are 
not  essential  to  the  making  of  the  profits,  and  they 
should  therefore  be  allowed  as  a charge,  say,  in 
equal  instalments  over  the  period  of  partnership. 


Preliminary  expenses. 

19,816.  (28)  Preliminary  expenses  should,  in  my 
view,  be  allowed  over  a period  of  three  or  five  years. 


Wear  and  tear  allowances. 

19,817.  (29)  (a)  The  arrangement  contained  in 
sec.  24  of  the  Finance  Act,  1918,  under  which 
“ classes  ” of  trade  are  granted  the  right  of  applica- 
tion to  the  Board  of  Referees  in  order  to  secure  a 
uniform  rate  of  allowance  should  prove  beneficial  to 
ti  aders. 

(5)  Apart  from  this  concession,  the  present  system 
of  allowance  under  which  the  General  Commissioners 
in  one  district  allow  7\  per  cent.,,  whereas  in  a 
different  area  the  General  Commissioners  will  not 
exceed  an  allowance  of  5 per  cent,  for  the  same  class 
of  plant  or  machinery,  needs  amendment,  if  stan- 
dardization is  to  be  secured. 

(c)  As  to  the  method  of  allowance,  I favour  the 
allowance  being  made  on  the  annual  instalment 
system  (at  present  adopted  in  the  case  of  ships) 
rather  than  the  present  system  by  which  the  allow- 
ance is  calculated  on  diminishing  balances.  Although 
it  may  be  contended  that  the  “ written-down 
method  has  the  merit  of  never  losing  the  asset 
entirelv  (owing  no  doubt  to  the  fact  that  to.  reach 
a residual  value  of  10  per  cent.,  something  like  44 
vears  is  required,  on  an  allowance  of  5 per  cent.), 
my  experience  is  that  large  traders  and  manufac- 
turers would  have  little  difficulty  in  meeting  the 
requirements  of  the  Board  of  Inland  Revenue  so  far 
as  statistical  record  is  concerned,  and  the  filing  of 
such  could  be  made  conditional  of  the  right  to 
take  the  annual  instalment  system.  Obviously  the 
true  test  as  to  the  rate  of  allowance  is  the  life  of 
the  asset.  If  the  life  is  10  years  (with  .10  per  cent, 
scrap  value)  I want  on  the  diminishing  balances 
system,  an  allowance  of  something  like  20  per  cent., 
and  the  figure  seems  so  high  that  it  naturally  pro- 
vokes opposition. 

Wasting  assets. 

19,818.  (30)  In  view  of  the  evidence  already  put 
in,  I desire  simply  to  furnish  one  illustration  from 
mv  own  experience,  which  indicates  the  manner  in 
which  an  English  company  may  be  handicapped  in 
relation  to  its  foreign  mines. 

(a)  For  some  years  the  company  purchased  the 
particular  raw  material  in  Italy  or  the  United  States. 
Under  these  circumstances,  it  was  permitted,  for 
taxation  purposes,  to  debit  trading  account  with 
the  cost  of  : — 

(1)  the  raw  material ; 

(2)  costs  of  transport. 

(b)  About  1903  in  order  to  secure  its  supplies  at  a 
reasonable  rate,  it  bought  a mine  from  a foreign 
company  (not  assessable  to  British  Income  Tax). 
Since  that  date,  although  setting  aside  4s.  per  ton 
as  the  value  of  the  raw  material  exhausted,  and 
oharging  the  same  against  trading,  this  amount  is 
disallowed  for  taxation  purposes. 

(c)  When  the  company  buys  its  raw  material  in 
the  form  of  a mine  in  order  to  secure  sufficient  sup- 
plies, and  to  lessen  the  cost  of  the  same,  thereby 
increasing  its  profit  and  taxable  capacity,  it  is 
penalized  for  taxation  purposes  by  the  disallowance 
of  the  value  of  the  raw  material  (wasting  asset) 
which  was  allowable  so  long  as  the  company  purchased 
it  from  a third  party. 

(d)  If,  instead  of  buying  the  mine  outright,  the 
company  had  obtained  it  on  a royalty  basis,  the 
company,  not  being  entitled  to  deduct  Income  Tax 
from  tlie  royalty  paid  to  the  foreigner,  the  rovalty 
would  in  practice  be  allowed  as  a deduction.  There 
seems  to  be  no  reason  whv  this  administrative  con- 
cession should  not  be  legalized,  and  if  this  is  done 
the  claim  to  write  off  annually  a proportion  of  the 
purchase  price  of  the  mine  becomes  a very  strong 
one.  The  difference,  of  course,  between  the.  pur- 
chase of  an  English  mine  and  of  a foreign  mine  is 
that  in  the  one  case  the  right  to  an  income  subject 
to  tax  has  been  purchased,  and  in  the  other  case  the 
right  to  an  income  not  taxable  at  all  has  been 
purchased. 

[ This  concludes  the  evidence-in-chief.] 
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19.819.  Mr.  Kerly : May  I say  at  once  that  it 
strikes  me  your  paper  is  likely  to  be  of  great  value 
to  us.  Only  it  strikes  me  that  it  is  so  clearly  ex- 
pressed, and  the  aspects  of  it  are  so  familiar  to  us, 
that  I do  not  think  we  shall  have  co  trouble  you 
for  much  verbal  evidence;  but  that  is  rather  a matter 
for  the  other  Commissioners? — Thank  you. 

19.820.  Mr.  Walker  Clark : In  paragraph  4 you 
suggest  the  carrying  forward  of  losses  for  three  or 
five  years,  and  doing  away  with  the  average  system? 
— Quite. 

19.821.  May  I ask  whether  this  evidence  is  per- 
sonal, or  whether  it  has  been  before  some  committee? 
— The  evidence  is  personal  in  the  strict  sense  of  the 
word,  although  as  a matter  of  fact,  that  particular 
part  of  it  has  been  assented  to  by  the  council  of  the 
Liverpool  Chamber  of  Commerce;  but  I do  not  como 
here  to-day  as  their  representative. 

19.822.  But  still  on  the  whole  you  are  the  mouth- 
piece of  a large  number  of  people  in  Liverpool  who 
would  assent? — I think  I may  say  that  that  is  so. 

19.823.  With  regard  to  paragraph  10,  why  are 
General  Commissioners  so  very  undesirable? — The 
expression  of  opinion  to  which  I have  given  utter- 
ance in  this  paragraph  is  based  upon  my  own  per- 
sonal experience  before  the  Commissioners,  and  I 
should  like  to  say  it  is  not  limited  to  Lancashire 
Commissioners  at  all.  The  - iew  that  I have  come  to 
is  that  now  that  so  many  complex  and  difficult  matters 
arise  in  connection  with  Income  Tax — and  in  fact,  as 
I have  expressed  here,  are  the  only  matters  that  you 
take  to  appeal — you  must  have  for  jour  appellate 
tribunal  a tribunal  which  is  constituted  of  persons 
who  are  well  equipped  with  the  knowledge  required. 

19.824.  But  the  appellant  always  has  the  option  of 
appealing  to  the  Special  Commissioners? — Yes,  I 
agree;  he  does  not  often  exercise  it  though. 

19.825.  Mr.  Kerly:  According  to  some  evidence  we 
have  had,  he  goes  to  the  Special  Commissioners  in 
the  majority  of  cases,  where  the  matter  is  involved, 
or  the  amount  is  large? — I agree. 

19.826.  Mr.  Walker  Clark : Is  it  not  a fact  that, 
speaking  generally,  the  General  Commissioners  are 
the  only  lay  element  between  the  officials  of  the 
Inland  Revenue  and  the  taxpayer? — Yes,  I think 
that  is  so. 

19.827.  And  is  it  not  a desirable  thing  that  there 
should  be  a lay  element  between  the  taxpayer  and  the 
permanent  official? — Yes,  so  long  as  your  lay  element 
is  sufficiently  well  educated  on  the  particular  point 
to  appreciate  the  problems  that  are  put  before  them. 

19.828.  Has  your  experience  of  appeals  before 
General  Commissioners  been  considerable  and  unfor- 
tunate?— It  has  been  considerable.  In  many  cases  it 
has  been  distinctly — I will  not  use  the  word  “ unfor- 
tunate,” but  it  has  been  characterised  by  distinct 
impatience  on  the  part  cf  the  Commissioners. 

19.829.  I quite  appreciate  that.  Then  with  re- 
gard to  paragraph  13.  you  suggest  that  Clerks  to 
Commissioners  should  be  civil  servants? — I suggest 
that  the  Clerks  to  the  Commissioners  should,  if  re- 
tained, be  whole  time  officials. 

19.830.  That  is  civil  servants? — Yes,  it  comes  to 
that. 

19.831.  Then  you  say  that  if  retained,  they  should 
be  retained  as  legal  advisers  on  appeal  only? — Quite. 

19.832.  Is  not  that  their  function  now? — No;  they 
do  a very  large  amount  of  clerical  work. 

19.833.  You  would  abolish  that? — I think  it  is 
absolutely  useless  their  doing  that  clerical  work. 
You  do  not  want  a trained  solicitor  to  do  merely 
copying  of  statistics  and  schedules. 

19.834.  Then  on  paragraph  15,  with  reference  to 
Surveyors  re-opening  matters.  You  quite  understand, 
and  you  will  agree,  that  there  are  questions  which 
require  accounts  to  be  re-opened  from  time  to  time? — 

I am  not  speaking  merely  of  accounts ; I am  speak- 
ing more  of  matters  of  principle. 

19.835.  Even  matters  of  principle ; do  they  not 
require  further  attention — new  legislation,  for  ex- 
ample?—I agree  in  the  case  of  new  legislation.  I am 
thinking  mure  of  the  view  a new  Surveyor  takes  on 
the  same  point,  as  compared  with  the  Surveyor  who 
has  been  removed. 

19.836.  In  other  words,  Surveyors  are  human,  I 
suppose  ? — Absolutely. 


19.837.  In  paragraph  26,  you  speak  of  partnership 

assessments.  You  see  no  disadvantage  in  the  pro- 
posals which  you  suggest,  of  a separate  assessment 
being  made  for  diiferent  partners  in  the  firm? No. 

19.838.  Would  you  do  that  in  every  case,  or  would 
you  only  do  it  where  there  was  a request  for  it  to 
be  done? — I should  be  inclined  to  do  it  in  every  case. 
It  is  simply  reverting  to  the  old  system  which  was 
in  operation  previously. 

19.839.  You  would  incorporate  that  in  legislation? 
— Yes,  I think  so. 

19.840.  It  has  been  suggested  to  the  Commission 
several  times  that  this  should  be  done  only  at  the 
request  of  one  or  more  of  the  partners? — Of  course 
that  is  a matter  for  the  consideration  of  the  Com- 
mission. 

19.841.  You  have  no  feeling  as  regards  that 
yourself  ? — No. 

19.842.  Mr.  Marks:  In  paragraph  24,  Life  In- 
surance allowances,  you  say:  “ I am  of  opinion  that 
the  allowance  should  only  be  made  in  respect  of 
genuine  policies,  and  that  it  should  cease  when  a 
policy  is  utilised  for  obtaining  loans.”  You  mean 
that  policies  taken  out  for  the  purpose  of  security 
should  not  be  given  this  allowance? — Yes,  that  is  so. 

19.843.  Would  you  include  in  policies  which  should 
not  claim  allowance  a policy  taken  out  in  connection 
with  a loan  on  the  life  interest  in  an  entailed  estate, 
in  order  to  enable  the  holder  of  the  life  interest  to 
pay  the  Death  Duties  falling  due  on  the  death  of 
his  predecessor? — I should  not  like  to  bring  them 
within  the  clause.  I had  not  that  in  mind  when  1 
drafted  the  clause. 

19.844.  Of  course  you  are  aware  that  a great  many 
policies,  after  they  are  effected,  do  become  ,pollateral 
security  in  various  transactions? — Quite. 

19.845.  You  would  not  exclude  those  from  benefit? 
— No;  my  object  would  be  to  exclude  only  those  which 
are  really  bogus  policies. 

19.846.  Sir  J.  Harmood-Banner : On  this  question 
of  tax-free  dividend,  if  Surveyors  of  Income  Tax 
said  that  it  gave  them  no  trouble,  would  that  alter 
your  objection? — I have  made  enquiries  from  a 
number  of  my  friends  who  are  Surveyors,  and  that 
is  the  testimony  I get. 

19.847.  The  testimony  here  was  to  that  effect. 

19.848.  Mr.  Kerly : You  suggest  going  to  the 

previous  year,  instead  of  the  three  years’  average? 
— Yes. 

19.849.  And  you  suggest  that  that  would  involve 
some  carrying  forward  of  losses,  and  you  propose 
five  years.  Do  you  think  there  would  be  any  great 

y hardship  in  limiting  it  to  three  years,  the  present 
rule? — You  have  the  collieries  to  deal  with  on  a five 
years’  average,  and  that  might  have  to  be  taken  into 
consideration. 

19.850.  There  would  be  a difficulty,  of  course,  in 
the  change  over  from  one  system  to  the  other? — 
Quite  so. 

19.851.  The  difficulty  might  be  practically  got  over, 
if  you  did  not  mind  using  the  same  year  twice, 
might  it  not?  That  is  one  difficulty? — That  is  a 
matter  I have  not  considered,  and  I should  not  like 
to  express  a definite  opinion  upon  it,  without  con- 
sideration, but  it  is  a suggestion. 

19.852.  Supposing  you  said  that  next  year,  1921 , 
everybody  should  pay  on  1920.  although  1920  has 
been  taken  in  already  in  the  three  years’  average, 
do  you  think  that  that  would  cause  any  dissatis- 
faction?— It  just  depends  how  far  it  succeeds  in 
picking  up  the  untaxed  income.  On  the  average 
you  have  three  years  brought  in.  The  first  year 
has  been  brought  in  three  times  in  any  one  year,  the 
second  twice,  and  the  third  once,  and  as  long  as  any 
system  picks  up  the  untaxed  revenue,  I should  see 
no  objection  to  it. 

19.853.  To  take  in  the  last  year  of  an  average  again 
as  the  single  year,  would  he  to  the  advantage  of  the 
Revenue,  because  the  taxable  income  of  the  country 
has  been  rising? — Yes ; T think,  if  any  change  is  to  be 
made,  this  is  the  psychological  moment  to  make  it. 
for  that  reason. 

19.854.  You  suggest  that  the  Assessors  should  be 
abolished.  We  have  had  a lot  of  evidence  about  that. 
Now  with  regard  to  General  Commissioners;  you  have 
told  us  your  view.  Do  you  think  that,  where  people 
do  go  to  General  Commissioners,  it  is  very  often 
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because  they  hope  bo  get  something  from  the  sympathy 
of  General  Commissioners  dealing  with  an  individual 
hard  case,  which  perhaps  is  not  authorized  by  the 
strict  letter  of  the  law  ?— I should  not  like  to  make 
that  assertion.  My  experience  is  that  the  first 
reference  they  have  in  their  tax  pap  ere  is  the  infor- 
mation that  they  can  go  to  the  General  Com- 
missioners. If  it  so  happened  that  the  tax  paper  was 
drawn  differently,  and  they  were  told  they  could  go 
to  the  Special  Commissioners  or  to  the  General  Com- 
missioners, I think  it  would  operate  in  precisely  the 
opposite  manner. 

19.855.  Then  you  think  that  half  the  business  of 
the  General  Commissioners,  as  an  appellate  tribunal. 
i9  due  to  ignorance  of  their  rights  on  the  part  <f 
the  taxpayers? — I do. 

19.856.  Do  you  think  that  the  local  element  which 
is  represented  by  General  Commissioners  is  really 
of  much  value? — None  whatever. 

19.857.  In  paragraph  15,  you  say  that  greater 
uniformity  of  policy  is  desirable  on  the  part  of 
Surveyors  of  Taxes,  and  then  you  point  to  the  dif- 
ference between  the  late  Surveyor  and  the  newcomer. 
How  are  you  practically  to  get  over  that?  Are  yen 
to  provide,  by  departmental  instructions,  that  the 
Surveyor  is  not  to  disturb  decisions  already  recorded 
in  the  office?— No;  I think  the  Surveyor  should  be 
given  a certain  amount  of  latitude ; but  there  are 
cases,  which  I have  recently  come  across,  of  decisions 
which  have  been  assented  to  by  a number  of  Sur- 
veyors following  each  other,  in  regard  to  a principle 
so’ far  as  a certain  account  was  concerned,  and  then 
a new  man  comes  along  and  upsets  the  whole  thing, 
although  it  has  been  acted  upon  for  a number  of  years. 

I quite  appreciate  the  point  of  view  of  the  Surveyor, 
and  he  is  quite  entitled  to  raise  the  point ; but  the 
commercial  world  very  much  dislikes  the  unsettlement 
which  results  from  that  treatment. 

19.858.  I appreciate  that.  I want  to  know  how 
you  are  to  stop  it? — I should  think  by  instructions 
from  Somerset  House. 

19.859.  Then  this  is  addressed  rather  to  Somerset 

House,  than  to  this  Commission,  except  that  we 
might  express  a pious  opinion  that  it  ought  to  be 
done? — Yes.  . 

19.860.  Then  you  mention  forms  of  return  in  dupli- 
cate. That  seems  to  be  an  excellent  suggestion. 
Then  the  effective  rate  of  tax;  I do  not  think 
I need  ask  you  anything  further  about  that.  In 
paragraph  25  there  is  an  interesting  suggestion  Do 
you  think  it  would  lie  practicable  to  distinguish,  in 
the  case  of  every  business,  between  how  much  is 
really  due  to  capital  and  how  much  is  really  earned 
income?  Would  you  adopt,  say,  the  partnership 
practice  of  putting  down  5 per  cent,  on  the  partner  s 
capital  to  start  with?— That  was  my  view,  or  some 
such  sum. 

19.861.  So  that  in  the  case  of  a limited  company, 
you  would  first  pay  everybody  5 per  cent.?- — A limited 
oompany  would  not  come  within  the  purview  of  this. 
They  are  already  assessed  at.  the  unearned  rate  all 
through. 

19.862.  Then  in  paragraph  27.  you  mention  law 
costs — a very  important  matter : that  a more  generous 
interpretation  should  be  given,  and  you  would  allow 
the  law  costs,  and  stamp  duties,  incidental  to  the 
creation  of  a partnership? — Yes. 

19.863.  Would  you  go  further,  and  sav  generally, 
although  the  law  costs  may  be  incurred  in  protecting 
capital,  as  they  are  necessarily  paid  out  of  incomes 
that  depend  on  future  incomes,  they  ought  _ to  be 
allowed  as  a working  expense?— That  is  my  view. 

19.864.  T will  not  ask  you  anything  further  about 
paragraph  29  and  the  mining  cases,  because  we  have 
had  so  much  evidence  upon  those  matters  before. 
Thank  you. 

19.865.  Mr.  Pretyman:  In  regard  to  paragraph  2o, 
which  has  already  been  referred  to,  do  you  nob 
think  that  the  term  “ unearned  ” is  a very  un- 
fortunate one? — We  have  got  accustomed  to  it  now. 
We  might  have  used  better  language  when  the  ques- 
tion was  initiated. 

19.866.  Does  not  a man  necessarily  feel  a griev- 
ance if  money  that  he  has  earned  by  hard  work 
all  through  his  life  and  has  saved,  is  treated  as 
unearned? — T cannot  say  that  I have  experienced 
tfiat.  I have  had  no  complaints, 


19.867.  I think  if  you  had  been  a Member  of 
Parliament  you  would  have? — I am  an  accountant, 
and  I come  across  a good  many  traders,  and  I have 
not  had  that  complaint  brought  to  my  notice. 

19.868.  It  is  not  so  much  among  traders;  it  is 
among  workers  and  professional  men,  who  have 
worked  all  their  lives  and  have  created  a little 
capital  by  their  own  labour,  and  the  income  from 
their  savings  is  treated  as  unearned.  That  is  the 

point? Even  the  professional  men  that  my  firm 

act  for,  have  not  made  any  complaint  under  that 
heading.  . ' ,, 

19.869.  You  have  not  heard  any  complaint f — JNo. 

19.870.  Then  you  do  not  think  it  matters? — I do 
not  think  it  is  material.  That  is  my  view. 

19.871.  Dr.  Stamp:  With  regard  to  your  interest- 
ing suggestion  for  bridging  the  gap,  you  consider  on 
the  whole,  in  view  of  the  trend  of  profits,  that  money 
would  come  into  the  Revenue  as  regards  the  ex- 
pedient of  picking  up  by  the  five  years’  scheme?— 

I have  drawn  a certain  number  of  conclusions  from 
actual  cases,  and  my  view  is  that  this  scheme  which 
I suggest  would  be  highly  beneficial  to  the  Treasury. 

19.872.  If  it  should  be  otherwise,  if  it  should  mean 
a net  repayment,  this  is  hardly  the  time  in  the 
finances  of  the  country  when  we  should  adopt  that 
expedient? — I quite  agree. 

19.873.  If,  on  the  other  hand,  there  is  a balance 
due  to  the  Revenue,  does  it  not  take  on  an  aspect 
which  is  so  much  objected  to,  of  retrospective  taxa- 
tion? Do  you  not  think  people  might  say  they 
understood  in  1919  that  they  were  to  be  taxed  on  a 
certain  method,  and  now  we  are  going  back  on  it? 
Do  you  not  think  it  might  have  some  political  ob- 
jections ?— Yes.  I think  there  may  be  some  political 
objections,  but  on  the  whole  I think  the  commercial 
community  would  be  satisfied  with  an  arrangement 
of  that  sort. 

19.874.  Probably  those  who  were  going  to  get  some 
back;  but  do  you  not  think  if  you  were  going  to 
make  a bridge  it  would  be  better  to  throw  it  all  into 
the  future? — Then,  of  course,  you  throw  it  into  the 
problematical. 

19.875.  There  is  a risk  to  the  taxpayers  that  they 
may  be  hit,  or  they  may  be  benefited?— Yes. 

19.876.  Could  not  that  risk  be  in  some  way  com- 
pounded or  halved?  A suggestion  has  been  before 
the  Commission  that  the  taxpayer  might  pay  for 
three  years  on  the  mean  between  the  two  methods. 
What  do  you  think  of  that?— In  that  case  I think 
the  Revenue  would  lose,  so  far  as  I have  been  able 
to  work  out  examples.  Take  the  case  in  the  papers 
of  yesterday  of  an  issue  of  Evans,  Sons,  Lescher  & 
Webb,  and  work  out  on  the  average  between  the  two. 

19.877.  You  mean  they  would  lose  as  compared  with 
the  full  operation  of  a single  year?— They  would  lose 
as  compared  with  the  suggestions  contained  in  para- 
graph 7 of  my  memorandum. 

19.878.  They  would  be  only  losing  something  which 
they’  have  not  yet  got.  Here  is  a modification  which 
is  going  to  give  them  a large  addition  because  of  the 
recent  heavy  year? — Yes. 

19.879.  You  say  that  for  three  years  the  Revenue 
should  be  content  with  not  quite  that  large  addition, 
but  a compromise  ?— If  the  Board  of  Inland  Revenue 
were  content  to  take  the  mean  between  the  average 
of  the  three  years  and  of  the  previous  year  I should 
not  have  the  slightest  objection  as  a commercial 
person. 

19.880.  On  the  point  in  paragraph  15  about  Sur- 
veyors, would  you  say  it  was  the  practice  to  upset 
settlements  of  actual  fact,  or  only  of  principle?— 
That  is  a difficulty.  By  actual  fact  I should  under- 
stand that  a computation  which  was  made  by  the 
Surveyor  and  submitted  to  the  accountants,  and 
agreed  to  by  the  accountants,  ought  not  to  be  upset. 
Such  computations  are  upset. 

19.881.  Would  you  mean  that  for  a specific  year 
one  Surveyor  would  agree  that  he  would  allow  such 
an  amount  at  such  a rate?  I can  understand  you 
would  find  such  a practice  as  a Surveyor  altering  the 
principle  for  future  years;  but  would  he  go  back  as  a 
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practice  on  a case  which  had  been  settled? — I have  a 
case  where  it  is  fixed  to  go  back  now. 

19.882.  Are  such  cases  sufficiently  numerous  to  be 
called  a practice? — It  will  affect  the  whole  of  the 
business  of  the  country  in  that  particular  line. 

19.883.  I would  like,  if  possible,  to  distinguish  be- 
tween principle  and  fact.  Mr.  Kerly’s  question  to 
you  was,  how  would  you  alter  it?  Now,  if  you  have 
this  rule  all  along,  that  a principle  once  settled 
should  not  be  tampered  with,  should  we  not  be 
stereotyped  to  whatever  was  done  in  1842? — Yes,  I 
quite  agree. 

19.884.  Would  any  reinvestigation  of  the  thing  be 
possible? — What  I mean  is  that  if  commercial  men 
between  themselves  agree  accounts,  and  it  so 
happens  that  there  is  something  in  those  accounts 
which,  upon  a great  deal  of  reflection,  might  have 
been  altered,  they  do  not  go  hack  on  it ; they  stand  to 
their  bargain. 

19.885.  Your  point  is  that  if  a specific  point  has 
been  under  investigation  and  a settlement  has  been 
arrived  at  by  a Surveyor,  his  successor  is  not  likely 
to  touch  that,  but  there  might  be  a point  which  had 
not  been  talked  about,  which  formed  part  of  the 
general  statement,  and  the  Surveyor  would  then  re- 
open it? — No.  I will  state  what  I have  in  my  mind, 
which  will  make  it  clear.  It  is  a case  of  stock  and 
share  brokers.  In  the  computation  originally  as  pre- 
pared by  the  accountants  there  were  included  certain 
items  of  casual  profit.  Those  items  were  deleted  by 
the  Surveyor,  and  a settlement  was  made.  Subse- 
quently, twelve  months  later,  the  Surveyor  brought 
in  a new  computation,  re-inserting  the  items  which 
he  himself  had  deleted  from  the  original  computation 
sent  in  by  the  accountants,  and  that  is  under  appeal 
at  the  present  moment. 

19.886.  I can  understand  almost  anything  happen- 
ing as  an  isolated  fact,  but  I would  like  to  know 
whether  you  consider  it  is  a general  practice? — We 
have  had  a good  many  cases  where  it  has  occurred. 
I should  say,  in  fairness  to  the  Surveyors,  that  I wish 
to  make  it  perfectly  clear  that  they  have  been 
heavily  pressed  during  the  war,  and  one  cannot  ex- 
pect that  perfection  of  organisation  from  them  that 
you  get  in  peace  time. 

19.887.  Does  not  the  second  part  of  your  paragraph 
largely  arise  out  of  the  first  line  ? Supposing  you  are 
striving  to  get  great  uniformity  of  policy  and  an 
instruction  goes  out,  does  it  not  rather  throw  the 
onus  upon  the  Surveyor  to  try  to  get  as  much  as 
possible  on  those  lines? — I quite  agree. 

19.888.  It  seems  to  me  that  the  very  desire  to  get 
a uniform  policy  brings  about  those  cases? — I agree 
it  does. 

19.889.  Mr.  Marks : Before  you  pass  from  that,  as 
a matter  of  information,  may  I ask  has  a taxpayer 
a reciprocal  right  of  reopening  these  questions  with 


the  Surveyor? — I should  prefer  that  Dr.  Stamp 
answered  that  question. 

19.890.  Mr.  Marks : Perhaps,  Dr.  Stamp,  you  could 
answer  it,  with  your  experience. 

19.891.  Dr.  Stamp:  My  experience  is  that  it 
depends  entirely  on  the  subject  matter.  In  some 
cases  the  Surveyor  could  not  do  it,  because  he  is 
Statute  barred;  in  other  cases,  where  the  Surveyor 
is  not  Statute  barred  from  reopening  it,  it  is  done 
very  frequently. 

19.892.  Mr.  Marks : My  point  was,  has  a taxpayer 
also  the  right  of  reopening  these  cases  ? 

19.893.  Dr.  Stamp : If  a settlement  has  been  arrived 
at  between  the  Surveyor  and  the  taxpayer  on  some 
particular  point  on  which  the  Surveyor  was  not 
Statute  barred  the  Surveyor  would  certainly  put  it 
right  for  him,  and  possibly  for  three  years. — I should 
like  to  add  to  that,  if  I may,  that  one  frequently  finds 
in  the  practice  of  an  accountant  that,  although  it  is 
not  within  the  strict  letter  of  the  law,  the  Surveyor 
and  the  officials  at  the  Head  Office  in  London  are 
most  reasonable  in  meeting  an  obvious  slip  of  that 
sort. 

19.894.  Mr.  Marks : There  is  no  real  hardship  in 
the  want  of  reciprocal  arrangements? 

19.895.  Dr.  Stamp : My  final  question  is  on  para- 
graph 29.  Could  you  give  the  Commissioners  any 
idea  as  to  the  proportion  or  percentage  of  the  total 
number  of  traders  who  at  the  present  time  so  keep 
their  books  that  the  Revenue  could,  without  risk  of 
loss  or  muddle,  allow  them  on  that  basis  of  cost  price  ? 
It  has  been  put  to  the  Commission  that  this  method 
cannot  be  adopted  in  the  present  state  of  the  commer- 
cial world ; that  it  is  a Utopian  thing,  and  must  wait 
until  the  time  when  they  themselves  keep  their  books 
in  such  a way  that  this  can  be  enacted.  Would  you 
accept  that  view? — In  that  paragraph  I have  stated 
that  what  I ask  for  is  to  be  conditioned  by  the  neces- 
sary statistical  information  being  supplied.  My  ex- 
perience is  that  it  has  become  increasingly  common 
for  the  larger  commercial  concerns— I do  not  say  it 
is  so  for  the  smaller,  I do  not  think  it  is— but  for 
the  larger  commercial  companies  to  give  a great  deal 
more  attention  to  the  proper  registration  of  their 
plant  and  machinery  than  in  past  years.  I am  sure 
it  would  be  for  the  good  of  the  country  if  that  could 
be  encouraged  by  saying  they  could  have  the  wear 
and  tear  allowance  on  the  annual  instalment  prin- 
ciple (upon  which  commercial  men  and  accountants 
are  all  agreed)  if  they  can  show  that  they  keep  the 
necessary  data  to  enable  it  to  be  done  on  a systematic 
basis. 

19.896.  But  you  have  no  idea  as  to  the  proportion 
that  could  do  it  now.  You  think  if  that  were  enacted 
as  a business  alternative  it  might  encourage  it  P — 
There  is  no  doubt  about  it. 

19.897.  Mr.  Eerly.  We  are  very  much  obliged  to 
you. 


Mr.  Councillor  Pratt  Mr  Councillor  Charles  Aveling,  J.P.,  and  Mr.  Felix  J Biakemorf  Ffll 
on  bebalf  of  the  National  Chamber  of  Trade,  railed  and  examined.  ’ F'RX’ 


The  witnesses  handed  in  the  following  statements  as 
their  evidence-in-chief : — 

Evidence-in-chief  of  Mr.  Councillor  Pratt. 

19,898.  I am  president  of  the  Chamber ; governing 
director  of  Christopher  Pratt  & Sons,  Ltd.,  house 
furnishers,  &c.,  Bradford ; and  a member  of  the  Cor- 
poration of  the  City  of  Bradford. 

My  evidence  is  based,  as  far  as  possible,  upon  the 
replies  received  by  the  Chamber  to  its  questionnaire, 
but  I desire  to  make  it  clear  that  it  also  reflects  my 
personal  views  grounded  upon  such  experience  as  has 
been  available  to  me  as  a trader. 


Graduation. 

19.900.  (2)  There  should  be  graduation  in  assessing 
the  amount  of  tax,  and  the  assessment  should  be 
strictly  in  accordance  with  ability  to  pay. 

Allowances. 

19.901.  (3)  Generally  speaking,  satisfaction  is 
expressed  with  the  existing  allowances  for  wives, 
children  and  dependants.  We  consider  that  these 
should  be  continued  and  determined  with  due  regard 
to  increase  in  the  cost  of  living. 


Exemption  limit. 

19,899.  (1)  The  Chamber  has  suggested  £120  aB  the 
limit,  but  it  is  only  because  the  members  consider 
that  a man  with  so  small  an  income  is  already  through 
indirect  taxation  paying  his  share.  We  believe  that 
everybody  who  has  a voice  in  the  government  of  the 
country  should  bear  some  portion  of  the  cost. 


Differentiation. 

19,902.  (4)  Persons  who  by  the  exercise  of  thrift 
have  carefully  saved  and  invested  a portion  of  their 
earnings  labour  under  a very  real  sense  of  grievance 
in  being  compelled  to  pay  tax  upon  an  increased 
scale  on  incomes  derived  therefrom. 
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Super-tax. 

19.903.  (5)  The  Super-tax  should  be  abolished  as  a 
separate  tax,  thus  saving  unnecessary  expenditure  in 
duplication  caused  by  the  Special  Commissioners 
dealing  with  this  tax.  If  everybody  were  compelled 
to  make  a return  of  total  income,  the  separate  depart- 
ment which  now  deals  with  Super-tax  might  be 
abolished  and  the  Super-tax  assessment  be  made  con- 
currently with  the  Income  Tax  assessment  on  the 
basis  of  the  preceding  year’s  profits  and  not  on  the 
basis  of  the  preceding  year’s  Income  Tax  assessment. 

Payment  by  instalments. 

19.904.  (6)  It  would  he  an  advantage  to  the  retail 
trader  if  the  payment  of  Income  Tax  might  be  made 
quarterly. 

Collection  by  employers. 

19.905.  (7)  It  would  not  be  to  the  best  interests 
of  trade  and  its  smooth  working  for  employers  to 
have  to  collect  from  employees  the  amount  due  from 
them  for  Income  Tax. 

Farmers. 

19.906.  (8)  Farmers  ought  not  to  have  special 
advantages  and  terms.  If  a shopkeeper  and  small 
trader  is  obliged  to  keep  books  and  present  accounts, 
there  appears  to  be  no  reason  why  farmers  should 
not  do  the  same. 

Imperial  charges  resting  upon  local  revenue. 

19.907.  (9)  The  burden  that  the  retailer  feels 
heaviest  in  taxation  is  that,  in  addition  to  being 
taxed  on  his  profits  in  accordance  with  his  ability  to 
pay,  he  is  also  taxed  heavily  through  local  rates  for 
Imperial  taxation.  He  considers  that  the  entire  cost 
of  lunacy,  old  age  pensions,  main  roads  and  county 
bridges  should  be  borne  by  Imperial  funds,  and  that 
the  State  should  contribute  at  least  75  per  cent,  of 
the  expenditure  of — 

Police  and  criminal  prosecution  and  conveyance 
and  maintenance  of  prisoners;  . 

Poor  relief  and  other  services  administered  by 
Poor  Law  authorities; 

Education. 

If  this  were  done,  about  one-third  of  the  present 
very  heavy  rates  would  he  taken  off  his  shoulders, 
and  he  would  bo  better  able  to  meet  the  necessary 
demands  to  Imperial  funds. 

[This  concludes  the  evidence-in-chief  of  Mr.  Pratt,.] 

Evidence-in-chief  of  Mr.  Councillor  Chari.es  Ave- 
ling, J.P. 

19.908.  I am  ex-president  of  the  Chamber,  governing 
director  of  Robinson’s  Belfast  Linen  Warehouse, 
Ltd.,  Southport,  Manchester  and  Preston,  a Justice 
of  the  Peace  for  the  Borough  of  Southport  and  a 
member  of  the  Corporation. 

My  evidence  is  based  as  far  as  possible  upon  the 
replies  received  by  the  Chamber  to  its  questionnaire, 
but  I desire  to  make  it  clear  that  it  also  reflects  my 
personal  views  grounded  upon  such  experience  as  has 
been  available  to  me  as  a trader. 

Basis  of  assessment. 

19.909.  (1)  There  is  a substantial  proportion  of 
trade  opinion  in  favour  of  the  average  system  being 
abolished,  and  the  basis  of  assessment  being  the 
accounts  of  the  preceding  year,  on  the  understanding 
that  when  losses  are  incurred  these  should  be  carried 
forward  from  year  to  year  until  neutralised  by  de- 
duction from  subsequent  profits,  thus  following  the 
method  adopted  in  connection  with  the  Excess  Profits 
Duty. 

Inclusive  assessment. 

19.910.  (2)  We  advocate  one  aggregate  assessment 
on  total  income  setting  out  each  class  of  income, 
e.g.,  trading  profits,  directors’  fees,  interest,  rents, 
&c.,  and  one  demand  note  showing  in  full  detail  the 
classes  and  rates  just  as  an  ordinary  business  invoice, 
such  demand  note  to  be  sent  to  an  address  selected  by 
the  taxpayer. 
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Partners. 

19.911.  (3)  In  the  case  of  partners  there  should  be 
separate  demands  furnished  although  these  could  all 
be  made  out  to  the  firm  if  the  authorities  deem  it 
necessary  to  make  each  separate  assessment  on  or 
through  the  firm.  At  present  each  partner  is  made 
liable  for  tax  at  the  highest  earned  rate  and  has  to 
seek  adjustment,  or  his  income  between  certain 
limits  becomes  known  to  his  partner  or  partners  on 
account  of  a different  rate  of  tax  being  applied. 

Prohibition  of  payment  of  dividends  11  free  of  tax." 

19.912.  (4)  The  phrase  “free  of  tax”  is  a mis- 
nomer and  should  be  abolished.  At  present  many 
taxpayers  fail  to  claim  relief  in  respect  of  over- 
charged Income  Tax  owing  to  a misunderstanding 
with  regard  to  “ tax  free  ” dividends,  and  with  the 
present  varying  rates  of  tax  the  records  of  any 
company  are  much  more  difficidt  to  interpret  when 
dividends  are  paid  “ free  of  tax.”  The  same  remarks 
apply  to  salaries  paid  “ free  of  tax,”  which  frequently 
leads  to  hardship  in  cases  where  salaries  are  nominally 
similar  but  are  actually  very  different  through  the 
varying  amount  of  tax  payable  in  respect  of 
individuals. 

Depreciation  and  wasting  assets. 

19.913.  (5)  The  scope  of  the  present  allowance 
for  depreciation  should  be  extended  to  all  wasting 
assets  instead  of  being  restricted  to  plant  and  ma- 
chinery, and  there  ought  to  be  a compulsory  provision 
for  the  fixing,  by  an  independent  body,  of  depre- 
ciation percentages  for  all  classes  of  trade,  which 
percentages  should  be  made  conclusive  except  on 
proof  of  abnormal  circumstances.  There  should  be 
varying  rates  for  different  classes  of  businesses  but 
not  for  districts. 

Allowance  should  be  made  for  Income  Tax  purposes 
for  assets  which  the  taxpayer  himself  has  to  write 
down  in  the  exercise  of  ordinary  commercial  prudence 
and  this  particularly  applies  to  leases. 

j Removal  of  a business  and  costs  of  leases. 

19.914.  (6)  The  legal  cost  involved  in  connection 
with  leases,  and  the  expenses  of  removal  of  a 
business  should  be  chargeable  as  trade  expenses  and 
allowable  for  Income  Tax. 

Statutory  obligation  to  keep  accounts. 

19.915.  (7)  Everyone  engaged  in  a trade,  business, 
or  profession,  should  keep  proper  books  of  account 
showing  their  transactions  in  clear  and  complete  form. 
It  might  be  necessary  to  institute  a system  of  regis- 
tration of  all  upon  whom  this  obligation  was  placed 

Standardized  form  of  certificate. 

19.916.  (8)  It  would  be  a safeguard  against  evasion 
that  accounts  certified  by  a properly  qualified  ac- 
countant should  be  compulsory  in  every  trade, 
business  or  profession,  and  that  a - standard  form 
of  certificate  should  be  employed  which  when  duly 
completed  and  signed  should  be  accepted  by  the 
Surveyor. 

Board  of  Beferees. 

19.917.  (9)  Generally,  Local  Commissioners  are  not 
in  practice,  a satisfactory  body.  An  alternative  could 
probably  be  found  in  an  extension  of  the  principle 
of  the  Excess  Profits  Duty  Board  of  Referees  in  the 
selection  of  whom  commercial  knowledge  is  a test 
of  fitness. 

Collectors  and  Assessors. 

19.918.  (10)  Local  Collectors  and  Assessors  should 
be  whole-time  civil  servants. 

If  the  practice  detailed  in  No.  2 were  adopted, 
payment  of  tax  would  be  made  in  every  district  at 
one  office,  and  would  lead  to  a better  understanding 
of  the  position  on  both  sides. 

[27m  concludes  the  evidence-in-chief  of  Mr.  Avelinq', 

Evidence-in-chief  of  Mr.  Felix  J.  Blakemore,  F.G.l. 

19.919.  I am  a vice-president  of  the  Chamber,  chair- 
man of  the  board  of  directors  of  Messrs.  Edwin 
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Blakemore  and  Sons,  Ltd.,  Wolverhampton,  wholesale 
provision  merchants,  «ftc.,  and  Fellow  of  the  Institute 
of  Certificated  Grocers. 

My  evidence  is  based  as  far  as  possible  upon  the 
replies  received  by  the  Chamber  to  its  questionnaire, 
but  I desire  to  make  it  clear  that  it  also  reflects  my 
personal  views  grounded  upon  such  experience  as  has 
been  available  to  me  as  a trader. 

Co-operative  Societies. 

19.920.  (1)  The  policy  of  the  Chamber  as  defined 
at  its  Conference  in  1900  and  affirmed  each  year  since, 
is  as  follows : — 

“ That  trading  organisations  registered  under 
the  Industrial  and  Provident  Societies  Acts  should 
be  registered  under  the  Companies  Acts,  and 
pay  the  same  fees  and  taxes,  and  observe  the 
same  provisions  as  other  Limited  Liability 
Companies.” 

The  questionnaire  sent  out  by  the  Chamber  con- 
tained the  following : — 

No.  31.— Do  you  support  the  abolition  of  the 
exemption  of  Co-operative  Trading 
Societies  from  the  payment  of  Income  Tax 
under  Schedules  C and  D? 

The  unanimous  reply  to  this  question  was,  Yes. 

19.921.  (2)  In  placing  the  case  before  the  Royal 
Commission  in  support  of  the  taxation  of  Co-operative 
Societies  under  Schedules  C and  D I submit  the 
following  arguments : — 

(i)  Because  it  is  the  very  antithesis  of  common 

justice  that  in  the  same  state,  one  portion 
of  the  community,  whether  employed  in 
mutual  trading  or  not,  should  be  able  to 
carry  on  its  ramifications  without  con- 
tributing its  due  quota  in  taxation,  for  the 
services  rendered  by  the  State , while 
another  portion  has  to  bear  a heavier 
burden  of  taxation  in  consequence. 

(ii)  Because  this  immunity  from  taxation  under 

Schedules  C and  D of  co-operative  trad- 
ing  is  gradually  but  surely  eliminating 
the  taxable  trading  unit,  and  when  you 
eliminate  a taxpaying  unit  and  replace  it 
by  a non-taxpaying  co-operative  store,  you 
are  increasing  the  taxable  burden,  not  only 
of  the  next  trading  unit  and  expediting  his 
elimination,  but  also  the  general  body  of 
taxpayers. 

In  support  of  this  contention  I desire  to 
quote  from  Sir  Ernest  Pollock’s  speech  in 
the  House  when  the  Finance  Bill,  1916, 
was  in  Committee.  Hansard,  Vol.  83,  No. 
56,  Column  241 : — 

“ What  is  the  outstanding  fact  that 
emerges  from  those  huge  figures?  It 
means  this,  that  so  far  as  these  sales  take 
place — and  let  me  take  a mean  figure, 
therefore,  of  £138,000,000  for  1914  and 
£165,000,000  for  1915,  and  call  it 
£150,000,000 — you  will  find  sales  to  the 
extent  of  £150,000,000  which  are  with- 
drawn from  the  area  of  taxation  by 
Income  Tax.  I speak  on  behalf  of 
smaller  people  in  the  community,  persons 
who  ought  not  to  have  their  incentive 
taken  away,  persons  who,  with  a small 
capital,  are  endeavouring  very  honestly, 
very  helpfully,  and  very  usefully  to  the 
community  at  large,  to  earn  a livelihood 
for  themselves  and  for  their  families  by 
retail  trade.  I am  going  to  trouble  the 
Committee,  if  I may,  with  just  one  figure 
which  was  given  me  with  regard  to  a 
populous  Midland  town.  Fifteen  years 
ago  there  were  in  that  town  121  grocers, 
employing  one  or  more  assistants.  Owing 
to  the  Co-operative  movement,  that  has 
been  reduced  in  the  fifteen  years  to  23. 
What  does  that  mean?  From  the  point 
of  view  of  the  Chancellor  of  the 
Exchequer,  whereas  fifteen  years  ago  he 


had  121  persons  who  would  have  to  make 
their  return  for  Income  Tax,  and  be 
more  or  less  liable  for  some  portion  of 
Income  Tax,  he  has  now  got  only  23. 
You  cannot  regard  those  figures  without 
some  misgivings  as  to  whether  or  not  we 
have  allowed  this  movement  to  grow  up 
to  such  an  extent  that  it  is  becoming 
something  of  a danger  to  the  Chancellor 
of  the  Exchequer  himself.  Let  me  con- 
trast those  figures  with  the  position  in 
1893.  When  this  immunity  was  given 
under  Section  24  in  1893,  the  trade  that 
was  done  was  £52,000,000.  I have  given 
the  figure  now  at  £150,000,000,  which  is 
an  inside  figure.  It  has,  therefore, 
trebled.  I could  develop  that  by  giving 
some  other  figures,  but  let  me  only  call 
attention  to  the  fact  that  the  member- 
ship now  stands  at  over  3,300,000 
persons.  The  effect  of  all  this  is  that  you 
have  got,  as  I have  already  said,  an 
imperium  in  imperio,  a number  of  persons 
who  are  immune  from  taxation,  and  who 
have  happily  demonstrated  by  their 
vigorous  progress,  and  by  what  I may  call 
their  fertile  increase,  that  they  are  by  no 
means  dependent  upon  any  artificial 
assistance  from  the  State  itself.” 

(iii)  Because  this  immunity  from  taxation  is 

causing  the  price  of  food  to  be  enhanced 
under  control  and  enabling  the  co-operative 
movement  to  compete  in  the  purchase  of 
farms  and  lands  on  a much  more  favourable 
footing  than  the  ordinary  taxpayer. 

(iv)  Because  the  enormous  growth  of  the  co- 

operative movement  during  recent  years  as 
shown  in  the  Reports  of  the  Chief  Registrar 
of  Friendly  Societies  for  the  year  ending 
31st  December,  1917,  page  33,  shows  that  an 
ever-increasing  volume  of  trade  is  yearly 
passing  out  of  the  taxable  area  and 
becoming  a menace  to  the  State  by  making 
it  more  and  more  difficult  for  the 
Chancellor  of  the  Exchequer  to  balance  the 
nation’s  accounts. 

[This  concludes  the  evidence-in-cliief  of  Mr.  Blake- 
more.2 

19.922.  Mr.  Kerly : The  practice  is  that  we  take 
your  papers  as  read ; they  have  been  distributed 
amongst  us  and  read  by  us ; and  we  shall  only  ask  you 
such  further  questions  as  any  member  of  the  Com- 
mission desires  to  put  with  regard  to  matters  which 
may  require  elucidation.  I will  take  you,  if  you 
please,  in  the  order  in  which  you  sit,  but  we  will  deal 
with  all  three  papers  together.  The  first  paper  I 
have  before  me  is  Mr.  Aveling’s  paper. — (Mr. 
Aveling) : I would  prefer  that  you  would  take  Mr. 
Pratt’s  paper  first. 

19.923.  Very  well.  All  you  three  gentlemen  appear 
on  behalf  of  the  National  Chamber  of  Trade? — (Mr. 
Pratt)  : That  is  so. 

19.924.  Will  you  just  tell  me,  in  order  that  we  may 
get  it  on  the  no’tes,  what  is  the  National  Chamber  of 
Trade? — It  is  a combination  of,  at  the  moment,  250 
associations,  with  over  100,000  members,  consisting  of 
traders  to  a large  extent  in  the  retail  trade,  but  in- 
cluding craftsmen  who  sell  their  wares  direct  to  the 
consumer. 

19.925.  It  is  a combination  of  separate  associations. 
What  are  the  separate  unit  associations? — They  are 
mainly  Chambers  of  Trade  of  the  different  neighbour- 
hoods and  localities  in  which  they  exist.  They  are 
local  Chambers  of  Trade. 

19.926.  That  is  something  different  from  the  Cham- 
bers of  Commerce? — That  is  so.  The  Chambers  of 
Commerce  deal  mainly  with  large  manufacturing  con- 
cerns and  shipping.  We  deal  with  the  smaller  trading 
of  the  community. 

19.927.  Are  your  ultimate  members  principally 
retailers? — The  bulk  of  our  members  are  shopkeepers. 
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19,928.  Your  first  point,  Mr.  Pratt,  is  that  £120 
should  be  the  maximum  limit  for  total  exemption? — 
That  is  so. 

19  929.  And  you  are  satisfied  with  the  existing 
allowances  for  wife,  children  and  dependants? — Yes. 

19  930.  That  means,  I presume,  the  present  allow- 
ances with  the  recent  extensions  made  by  the  Chan- 
cellor of  the  Exchequer? — Yes,  that  is  so. 

19  931.  In  paragraph  4 you  say:  “ Persons  who  by 
the  exercise  of  thrift  have  carefully  saved  and  in- 
vested a portion  of  their  earnings  labour  under  a very 
real  sense  of  grievance  in  being  compelled  to  pay  tax 
upon  an  increased  scale  of  incomes  derived  there- 
from.”— That  is  so. 

19.932.  Can  you  suggest  any  way  in  which  that  can 
be  avoided  ? — We  do  not  mean  that  they  object  to  pay, 
but  on  an  increased  scale  over  the  earned  rate. 

19.933.  Supposing  you  have  a graduated  tax,  as  we 
have  and  must  have,  it  is  graduated  above  a certain 
point  by  the  Super-tax  and  below  that  by  the  allow- 
ances and  exemptions,  so  that  we  have,  in  some  sort, 
a graduation,  though  on  a different  system,  through- 
out the  scale  from  top  to  bottom ; now,  supposing  you 
have  a graduated  tax,  how  will  it  be  possible  to  dis- 
tinguish such  part  of  the  income  as  represents  in- 
terest on  a man’s  own  savings  from  any  other  un- 
earned income  which  he  may  have? — I am  afraid  we 
have  not  thoroughly  worked  that  out.  Among  many 
of  the  members  of  our  Associations  there  is  an  objec- 
tion to  there  being  a difference  between  earned  and 
unearned  income.  We  have  tested  this  matter  pretty 
well  with  a questionnaire,  and  we  find  that  there  are 
differences  of  opinion,  but  in  every  case  a man  objects 
to  be  charged  the  extra  tax  on  the  higher  scale  for  the 
money  which  he  has  saved.  Take  it  that  a retail 
trader  has  saved  money,  and  he  has  invested  some  of 
that  money,  he  has  to  pay  a different  rate  on  the  in- 
come from  that  investment  from  what  he  pays  on  his 
ordinary  earnings.  Naturally  he  objects  to  it;  I do 
not  know  how  it  can  be  altered. 

19.934.  It  operates  in  two  ways : first  upon  the  in- 
come from  his  own  saved  capital  he  has  got  to  pay  at 
the  unearned  rate  instead  of  at  the  earned  rate ; but 
in  addition  to  that,  the  mere  addition  to  his  income 
may  push  up  his  general  rate? — That  is  so. 

19.935.  I gather  that  it  is  the  first  of  the  two  con- 
sequences to  which  your  members  object? — Yes,  that 
is  so. 

19.936.  Can  that  be  met  except  by  doing  away  with 
the  distinction  between  earned  and  unearned  income  ? 
— I do  not  know.  If  you  want  my  own  personal 
opinion,  I object  to  the  differentiation  between  the 
two. 

19.937.  Is  not  this  one  of  the  numerous  matters 
where  everybody  would  desire  to  reach  a result  if  it 
could  be  practically  done  without  introducing  further 
difficulties?— Yes,  I think  you  are  right. 

19.938.  You  say  Super-tax  should  be  abolished  as  a 
separate  tax.  That  is  for  convenience,  you  mean? — 
That  is  so. 

19.939.  Do  you  appreciate  that  the  difficulty  there 
is  that  you  must  have  some  fixed  rate  for  deducting  at 
the  source.  It  is  6s.  at  present? — Yes. 

19.940.  If  you  are  going  to  begin  your  Super-tax 
from  the  bottom  then  you  will  have  to  determine  at 
what  rate  you  are  to  deduct  at  the  source  ? — Our  point 
in  regard  to  that  is  the  need  of  a separate  establish- 
ment for  Super-tax.  We  do  not  think  that  iris  neces- 
sary : we  think  that  it  is  unnecessary  expense. 

19.941.  It  has  been  suggested  that  instead  of  the 
Special  Commissioners  dealing  with  Super-tax  the 
ordinary  Surveyor  should  deal  with  it.  Do  you  see 
any  objection  to  that? — No ; that  is  the  point. 

19.942.  Then  you  suggest  payment  of  tax  quarterly? 
— That  is  so ; it  would  he  a great  convenience  for 
retailers,  as  you  can  see. 

19.943.  You  also  suggest  deduction  by  employers 
of  the  tax  payable  on  the  salaries  and  other  payments 
that  they  make  to  their  employees  ?-— No,  we  object 
to  that. 

19.944.  I beg  your  pardon ; I have  missed  the  word 
“ not.”  Do  you  not  think  it  would  facilitate  col- 
lection?— It  is  easy  for  the  Government,  but  it  is 
very  difficult  for  the  employer. 

19.945.  Why? — There  are  many  reasons. 
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19.946.  Tell  me  some  of  them?— The  employee  comes 
to  imagine  that  the  employer  is  taking  off  his 
money,  and  it  becomes  his  aim  to  recover  the  amount 
to  cover  the  difference.  In  other  words,  it  creates 
difficulties  between  the  employer  and  the  employee. 

19.947.  Has  the  National  Insurance  led  to  any 
difficulties? — -Yes,  that  is  exactly  the  ground  on  which 
we  are  going.  Some  of  us,  besides  being  shopkeepers, 
are  large  employers  of  labour  and  we  find  very  great 
objections  even  so  far  as  National  Health  Insurance 
is  concerned,  it  creates  friction  continually  between 
employer  and  employee;  to  put  another  tax  on  will 
create  more.  It  means  a lot  of  trouble,  too,  to  the 
employer. 

19.948.  Then  you  suggest  that  there  should  be 
further  contribution  from  Imperial  sources  towards 
local  revenue? — Yes.  We  have  a very  strong  argu- 
ment for  that;  I do  not  know  whether  you  would 
like  to  hear  it. 

19.949.  Mr.  Aveling,  may  I take  you  next?  You 
suggest  in  your  first  paragraph  doing  away  with  the 
average  system? — (Mr.  Aveling)  : Yes. 

19.950.  And  you  think  that  wculd  involve  carrying 
losses  forward? — I do. 

19.951.  For  how  long? — I do  not  see  any  difficulty 
in  carrying  them  forward  until  they  are  abolished. 

19.952.  Indefinitely  ? — Indefinitely. 

19.953.  At  present  you  can  carry  losses  forward 
practically  three  years? — For  practically  three  years. 

19.954.  The  country  cannot  afford  luxuries  now 
Do  you  not  think  it  would  be  a fair  thing  if  the 
change  were  introduced  that  the  loss  should  be  carried 
forward  three  years  only  ? — I think  that  would  have 
to  be  dealt  with  to  a great  extent  by  the  condition 
of  the  country.  If  you  are  in  a condition  of  great 
depression  I think  it  should  be  carried  on  to  a 
further  period. 

19.955.  All  your  other  points  have  been  fully  dealt 
with  by  other  witnesses.  One  question  about  para- 
graph 9 of  your  evideuce-in-chief,  the  Board  of 
Referees.  You  say  the  Local  Commissioners  are  not 
in  practice  a satisfactory  body.  Why  is  that?  In 
most  cases  they  have  no  experience.  They  are 
appointed  to  a great  extent  from  local  benches  of 
magistrates,  who  are  not  always  appointed  because 
of  their  great  experience  in  trade  matters  but  from 
political  and  other  reasons ; and  we  think  there  should 
be  more  experienced  persons  to  deal  with  this  sort 
of  subject. 

19.956.  What  is  the  suggested  alternative  as  an 
appellate  body?  What  do  you  suggest  instead  of  the 
General  Commissioners? — Our  suggestion  is  made  in 
paragraph  9,  the  extension  of  the  principle  of  the 
Excess  Profits  Duty  Board  of  Referees. 

19.957.  Do  you  mean  for  each  locality  or  a general 
body? — Jt  could  be  for  each  locality,  so  far  as  I can 
see,  although  possibly  it  would  be  preferable  to  do 
it  in  areas. 

19.958.  If  you  had  a special  body  for  each  area 
the  area  would  generally  have  to  be  large,  would  it 
not? — It  would  have  to  be  very  large. 

19.959.  Would  you  be  any  better  off  than  you  are 
at  present  with  the  right  of  coming  up  to  the  Special 
Commissioners  who  sit  in  London  and  who  have  also 
local  sittings?— I think  it  would  be  better  done  in 
fairly  large  areas. 

19.960.  How  would  you  select  the  members  of  your 
Board  for  any  particular  area? — I think  experience 
in  trade  matters  should  be  taken  into  consideration 
in  appointing  Commissioners. 

19.961.  Do  you  mean  that  you  would  have  a 
body  of  traders?— Not  necessarily  traders.  I should 
bring  in  professional  gentlemen  as  well,  such  as 
accountants  and  so  on. 

19.962.  You  would  probably  have  some  accountants  ? 
— Probably  some  accountants. 

19.963.  And  possibly  you  would  have  one  or  more 
members  with  legal  experience  who  are  practised  in 
judicial  work  in  order  to  give  continuity  to  the 
decisions?— I do  not  think  any  trader  objects  to  go 
before  any  Committee  when  he  knows  that  those 
sitting  round  know  what  they  are  talking  about. 
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19,964.  You  say  local  Collectors  and  Assessors 
should  be  whole-time  civil  servants? — I am  very 
strong  on  that.  At  the  present  time,  as  you  are 
probably  aware,  some  of  them  are  engaged  in  a 
profession  themselves  and  possibly  are  even  account- 
ants. There  is  no  doubt  members  round  the  table 
will  know  that  there  are  instances  where  they  are 
accountants.  That  seems  to  be  unfair  both  to  the 
country  and  to  the  general  traders. 


19.965.  Now,  Mr.  Blakemore,  substantially  your 
evidence  is  with  regard  to  co-operative  trading? — 
(Mr.  Blakemore) : Yes. 

19.966.  We  have  the  advantage  of  having  your  con- 
sidered statement  here,  and  we  have  had  two  whole 
days’  evidence  about  a similar  matter.  So  I will  not 
trouble  you  further  than  the  assistance  you  have 
already  given  us.  Before  any  other  members  of  the 
Commission  question  you,  do  any  of  you  gentlemen 
wish  to  add  anything  ?— (Mr.  Pratt) : I think  not. 

19.967.  Mr.  Walker  Clark:  Mr.  Pratt,  you  referred 
to  a questionnaire  in  the  first  paragraph  ?— That  is  so. 

19.968.  Are  you  prepared  to  put  in  the  question- 
naire and  its  results  ?— Yes,  if  you  wish  it. 

19.969.  Have  you  got  it  with  you?— Yes,  we  have  it. 

19.970.  Then  paragraph  3,  allowances;  would  you 
suggest  to  the  Commission  that  the  allowances  for 
wife  and  children  should  be  extended  beyond  the 
present  limit— that  is,  £800  at  present  ?— We  con- 
sider that  this  should  be  continued  and  determined 
with  due  regard  to  increase  in  the  cost  of  living  so 
I presume  we  should. 

J9,971.  It  would  go  beyond  the  present  £800?— Yes. 

19.972.  Indefinitely,  or  is  there  a sum  which  you 
would  suggest  as  the  highest  limit?— We  have  not 
considered  that. 

19.973.  Then  paragraph  4,  differentiation;  would 
you  exempt  all  savings  from  the  higher  rate  which  is 
now  put  upon  unearned  income?— I think  really  the 
idea  was  confined  to  the  savings  of  the  person  him- 
self or  herself,  apart  from  what  he  or  she  had 
inherited. 

19.974.  A trader  who  is  successful  and  who  increases 
the  capital  of  his  business  by  his  savings  now  pays  on 
. 6 e*rned  rate;  but  the  trader  whose  savings  are 
just  the  same  in  amount,  and  whose  living  expenses 
are  the  same,  and  who  invests  his  capital  outside  his 
business,  pays  on  a higher  rate?— Yes. 

19.975.  You  think  they  ought  to  be  at  one  rate? 


19,976.  And  in  the  event  of  his  demise  would  his 
widow,  becoming  his  heiress,  be  expected  to  pay  at 
the  same  rate  as  the  husband?— I think  it  was 
intended  that  it  should  apply  only  to  the  man  who 
makes  the  money. 

rA"d  Bt°P  wJth  him?— That  is  the  idea. 
..i.  l°U™re  °PPIJBed  both  personally 

and  on  behalf  of  the  Chamber  to  the  collection  by 
employers  of  the  tax  on  their  employees  under  any 
condition  ? — That  is  so. 

19.979.  Although  some  employers  and  some  organ- 
isations have  expressed  willingness  to  collect  it?— 
res,  but  there  is  a majority  against. 

19.980.  Your  members  are  against  ?— That  is  so. 

19.981.  Mr.  Aveling,  in  reference  to  paragraph  3 
in  your  memorandum— partners  and  the  furnishing 
of  separate  demands— is  the  idea  that  a partner 
should  be  absolutely  separately  assessed,  that  is  to 
say,  that  each  individual  member  of  a firm  should 
receive  a separate  assessment  independent  of  the  one 
assessment  for  the  ivhole  firm  ?— (Hr.  Aveling) : He 
should  receive  an  independent  assessment  which 

ton  adre  %°TlrJ'thin,g-  A‘  the  presont  m™Mnt 
Tnonm  m t''™8  "T  l°"T  diff™™t  hts  of 

Income  Tax  demands;  and  I was  going  to  say  it  is 
a physical  impossibility  to  make  an  account  out  I 
do  object  to  pay  money  away  when  I do  not  know  how 
the  account  has  been  made  out.  For  instance,  I 
receive  four  or  five  different  sets. 

That  is  in  Paragraph  2.  is  it  not;  you  indi- 
cate that  you  want  one  only?— Yes,  it  is  Of  course 
paragraphs  2 and  3 are  part  and  parcel  of  the  same 


19.983.  Would  you  agree  that  the  senior  partner 
should  be  liable  to  the  Revenue  for  the  collection  of 
tax  if  there  was  a default  on  the  part  of  any  other 
member? — Most  certainly. 

19.984.  Then,  Mr.  Blakemore,  just  one  question. 
The  gravamen  of  your  proposal  is  that  the  private 
trader  is  disadvantaged  by  the  freedom  from  pay- 
ment under  Schedules  C and  D of  the  Co-operative 
Societies? — (.1/r.  Blakemore):  Yes. 

19,9S5.  Can  you  supply  any  facts  to  justify  that 
statement? — Yes.  Provided  the  Commission  will  not 
print  the  name  of  the  firm,  I should  like  to  hand  in 
two  certified  balance  sheets  of  a private  limited  com- 
pany to  illustrate  the  disadvantage  to  which  a private 
trader  is  subjected  by  this  immunity  from  taxation 
under  Schedules  C and  D of  the  co-operative  move- 
ment. These  balance  sheets  are  of  a small  limited 
company  with  a paid-up  capital  of  £1,600,  and  an 
authorized  share  capital  of  £3,000.  I have  the  state- 
ment from  the  auditor  here,  which  I will  hand  in  if 
you  wish.  The  Income  Tax  under  Schedule  D paid 
for  the  year  1917-18  was  £282  10s. ; the  Income  Tax 
for  the  year  1918-19  was  £119  8s. ; and  the  Income 
Tax  under  Schedule  1)  for  1919-20  (this  is  to  the 
31st  March  last),  which  has  not  yet  been  dealt  with 
by  the  Surveyor  owing  to  stress  of  work,  is  worked 
out  at  £290  by  our  auditor,  lmt  the  Commissioners 
have  sent  in  a demand  for  £390.  The  auditor  says 
he  thinks  it  will  probably  be  £290.  For  those  three 
years  you  see  on  a share  capital  of  £1,600  there  has 
been  paid  in  taxation  under  Schedule  D a sum  of  £691 
18s.  Now  that  means  that  when  we  go  into  the 
market  to  compete  in  the  purchase  of  goods  we  go  in 
with  £691  18s,  less  than  a co-operative  organisation 
of  the  same  size  as  this,  to  purchase  goods  with,  and 
the  result  is  that  we  are  considerably  handicapped  in 
that  respect,  and  we  suffer  a disadvantage. 

19.986.  But  that  tax  is  upon  the  profits,  is  it  not; 
it  does  not  interfere  with  the  capacity  of  the  firm 
to  purchase  or  carry  on  business  ?— True,  but  in  the 
case  of  the  co-operative  organisation  the  overcharges 
are  not  all  distributed,  some  of  them  are  placed  to 
reserve,  and  consequently  those  reserves  work  auto- 
matically to  our  disadvantage. 

19.987.  In  paragraph  2,  sub-paragraph  (iii),  you 
state:  “ this  immunity  from  taxation  is  causing  the 
price  of  food  to  be  enhanced.”  Would  not  the  state- 
ment you  have  now  made  rather  prove  the  opposite? 
—No,  because  by  virtue  of  restricting  the  channels 
of  competition  it  is  working  altogether  disadvan- 
tageous^ to  the  private  trader.  I will  give  you  an 
instance.  One  part  of  my  military  duties  was  to 
arrange  a billeting  survey  in  the  County  of  Cheshire, 
and  m doing  that  I had  to  visit  farm  houses  and 
other  places  for  the  purpose  of  securing  billet  accom- 
modation for  troops ; and  I came  across  farms  that 
had  been  purchased  by  the  co-operative  organisation 
of  Manchester,  and  from  some  of  those  farms  I 
ascertained  from  one  of  our  buyers  we  had  at  some 
time  previously  been  purchasing  cheese.  Now  that 
area  of  production  for  the  private  trader  had  been 
transferred  from  the  private  trader  to  the  co-opera- 
tive association.  The  result  was  that  if  there  should 
bo  a shortage  of  cheese  tho  co-operative  organisation 
would  have  their  cheese  produced  on  their  own  farms, 
and  distributed  to  their  own  customers,  to  the  dis- 
advantage of  the  private  trader,  who  could  not  get 
that  cheese.  That  may  become  very  important  if 
the  rate  of  exchange  goes  very  bad  after  control  is 
removed.  It  will  mean  practically  that  the  English 
private  trader  will  have  to  buy  in  a foreign  market, 
because  the  co-operative  organisations  are  gradually 
getting  control  of  the  whole  of  the  English  produc- 
tion. 

19,988  Mr.  Kerly:  That  is  looking  rather  a long 
way  ahead,  is  it  not? — If  you  look  in  the  report  of 
the  Registrar-General  they  already  own  15,000  acres, 

I believe  it  is,  of  farm  lands  in  Great  Britain. 

19.989.  ilfr.  Walker  Clark : Mr  Aveling,  in  para- 
graph 8 you  speak  of  the  standardized  form  of 
certificate.  This  paragraph  suggests  that  there 
should  be  a standard  form  of  certificate,  which  should 
be  signed,  I presume,  by  the  taxpayer  on  the  one 
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hand,  and  by  some  responsible  person,  a chartered 
accountant  or  some  other  responsible  person,  on  the 
other  hand,  and  accepted  by  the  Surveyor ?— Yes. 

19  990.  You  do  not  mean,  1 suppose,  that  ipso  facto 
that ’should  be  accepted;  it  should  be  open  to  inquiry, 

1 presume  ? — (Mr.  Av tiling)  : Certainly  it  should  lie 
open  to  any  inquiry,  but  at  the  same  time  if  the 
chartered  accountant  puts  his  name  to  a statement, 
and  the  trader  himself  puts  his  name  to  it,  I think 
there  is  too  much  to  lose  for  them  to  sign  a false 
statement. 

19  991.  But  unless  there  was  some  examination  it 
could  not  possibly  be  proved  that  the  statements 
were  false,  and  therefore  it  would  be  a premium  upon 
those  who  were  willing  to  make  a false  statement  ?• — 

Of  course  you  have  always  dishonest  people  in  what- 
ever country  it  may  be,  but  at  the  same  time  1 think 
tne  standard,  both  in  the  accountancy  profession 
and  1 also  suggest  the  standard  so  far  as  the 
retail  trade  is  concerned,  is  very  high  in  this  country. 

I do  not  think  there  are  more  rogues  than  honest 
men. 

19.992.  Mr.  Synnott:  You  suggest  that  farmers 

should  be  compelled  to  keep  accounts?— (Mr.  Fratt) : 
Yes. 

19.993.  All  farmers? — Just  as  much  all  farmers  as 
all  traders. 

19.994.  Do  you  mean  by  that,  that  a man  should 
not  be  allowed  to  keep  a farm  unless  he  can  keep 
accounts?  You  do  not  go  so  far  as  that,  do  you? 

I do  not  quite  say  that,  any  more  than  I say  a man 

should  not  be  an  ironmonger,  which  is  just  the  same 
thing. 

19.995.  I come  from  the  sister  isle,  where  there  are 
500,000  small  farmers,  and  they  have  a statutory 
right  to  their  holdings  and  fixity  of  tenure.  You 
are  not  seriously  going  to  suggest  that  each  one  of 
those  men  should  be  compelled  to  keep  accounts? 

1 am  going  to  suggest  that  a farmer  has  no  right  to 
immunity.  That  is  the  real  position. 

19.996.  But  try  to  treat  it  as  a practical  problem. 
Could  you  confine  that  suggestion  to  farmers  over  a 
certain  valuation? — Yes,  1 should  not  mind  that. 
Our  only  point  is  that  as  retail  traders  we  have  to 
prepare  accounts,  however  small  we  are. 

19.997.  You  are  not  obliged  to  prepare  accounts? 
— At  any  rate  we  are  suggesting  that  we  should. 
That  is  one  of  the  points  that  we  have  put  here. 
We  are  suggesting  that  everybody  should  prepare 
accounts.  Surely  in  these  days  of  education  it  is 
possible  to  do  that. 

19.998.  I quite  sympathize  with  you  in  regard  to 
the  extra  taxation  imposed  upon  the  savings  of 
traders.  But  do  you  not  think  you  should  go  a little 
further?  In  the  long  result  all  unearned  income  is 
the  result  of  savings  at  some  time  or  other,  is  it 
not? — I think  I have  pointed  that  out — that  it 
should  apply  only  to  the  person  who  does  save,  and 
not  to  his  descendants. 

19.999.  But  is  not  the  origin  of  the  saving  the 
same?— The  origin,  but  the  man  is  not  the  same. 

20.000.  Do  you  not  think  it  would  be  very  hard  to 
distinguish  between  a personal  saving  and  the  saving 
of  a progenitor  ?— I think  it  would.  I do  not  know 
whether  you  are  asking  me  personally,  because  I said 
just  now  really  my  own  feeling  is  that  there  should 
be  no  difference  in  rate  between  earned  and  unearned 
incomes ; but  I am  speaking  for  the  Chamber,  and  the 
attitude  of  the  Chamber  I have  given  you. 

20.001.  Give  me  your  personal  view.  Do  you  or  do 
you  not  think  that  logically  there  should  not  be  this 
advantage  with  regard  to  earned  income  as  compared 
with  unearned  income? — I do  personally. 

20.002.  We  have  had  it  in  evidence  that  by  the 
abolition  of  this  differentiation  the  State  would  gain 
12Jf  millions  of  money,  and  that  could  be  taken  off 
other  burdens.  That  is  what  the  actual  difference 
would  be? — I am  pleased  to  hear  it. 

20.003.  Mr.  Graham : You  indicate  a figure  of  £120 
per  annum  as  the  limit  of  exemption? — Yes. 

20.004.  Might  I ask  how  the  Chamber  has  arrived  at 
that  figure? — We  have  discussed  this  question  a long 
time.  Our  figure  was  £80  a year ; that  is  30s.  a week  ; 
and  we  thought  that  anybody  who  got  over  30s.  a week 
should  pay  something  towards  Imperial  taxation  in 
some  way.  Of  course,  the  cost  of  living  has  very  much 
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increased,  and  at  our  meeting  at  Chester  last  year  the 
amount  was  raised  from  £80  to  £120.  lhat  is  the 
only  reason.  Really,  Ave  believe,  a*  a Chamber,  that 
everybody  ought  to  be  taxed,  but  we  recognize  that  a 
man  who  has  only  got  £120  a year  is  already  paying 
a good  deal  in  indirect  taxation,  and  to  tax  him  on 
top  of  that  would  hardly  be  fair. 

20.005.  The  figure  of  £120  Avas  not  based,  Avas  it,  on 
any  investigation  of  social  conditions  or  of  the  stan- 
dard of  life?  Was  any  evidence  of  that  kind  taken 
before  you  laid  doAvn  the  figure  of  £120? — I may  say, 
in  ansAver  to  that,  that  at  the  time  Ave  fixed  on  £120, 
that  was  our  estimate  of  the  standard  that  a man 
could  live  respectably  upon.  Some  of  our  associations 
in  their  ansivers  to  our  questionnaire  have  raised  the 
amount  because  the  cost  of  living  to-day  is  consider 
ably  more. 

20.006.  Would  you  agree  with  this  suggestion  of 
mine:  that  if  Ave  had  a Ioav  figure  of,  say,  £120,  and 
it  was  clearly  shown  that  such  a figure  endangered  a 
moderate  standard  of  life  among  largo  masses  of 
people,  it  Avould  not  be  in  the  interests  of  the  State 
ultimately  to  tax  at  that  level? — Yes,  that  is  our  point. 
We  should  put  no  limit  at  all,  only  Ave  do  not  want  to 
squeeze  blood  out  of  a man.  We  feel  that  all 
ought  to  pay,  but  our  suggestion  here  is  accompanied 
by  another  suggestion,  namely,  that  the  Imperial  taxes 
that  are  at  present  collected  in  the  local  rates  should 
be  transferred,  and  in  that  case  the  man  Avho  is  taxed 
Avould  have  no  more  to  pay  than  he  has  now.  About 
one-third  of  his  local  rates  really  goes  for  Imperial 
services.  So  that  if  you  took  the  difference  he  would 
be  really  in  pocket  if  that  were  done. 

20.007.  Would  it  be  correct  on  my  part  to  suggest 
that  Avhat  the  Chamber  has  really  in  vimv  is  not  so 
much  any  investigation  of  social  conditions  or  of  a 
standard  of  life  as  an  effort  to  bring  home  to  the 
masses  of  the  people  their  responsibility  to  the  State 
through  direct  as  opposed  to  indirect  taxation? 
That  is  the  point.  We  believe  if  they  have  the  vote 
they  ought  to  do  something  toAvards  the  providing  of 
the  means  of  carrying  out  their  vote.  In  other  words, 
the  man  Avho  calls  the  tune  should  pay  the  piper. 

20.008.  That  is  the  gravamen  of  your  case  rather 
than  a standard  of  life  or  rational  minimum? — 
That  is  so. 

20.009.  Sir  W.  Trower:  With  regard  to  Mr.  Pratts 
statement  about  farmers,  f assume  that  it  would 
involve  a valuation  of  stock? — Yes,  I presume  it 
Avould. 

20.010.  At  the  beginning  of  the  year  and  at  the 
end  of  the  year? — Yes. 

20.011.  Would  you  impose  that  upon  all  farmers  by 

Statute?-  I do  not  see  any  reason  why  it  should  not 
be.  . 

20.012.  I am  only  asking  you  the  question? — I 
Avould. 

20.013.  You  would  impose  that  upon  every  farmer 
if  his  income  consisted  partly  of  cash  receipts  and 
partly  in  the  valuation  of  his  stock  at  the  begin- 
ning of  the  financial  year  and  at  the  end  of  the 
A-ear? — Y'es,  that  is  so. 

20.014.  Then  it  Avould  be  necessary  to  impose  by 
Statute  an  obligation  upon  each  farmer  in  this  country 
to  have  a valuation  of  his  stock-in-trade  made  at 
least  once  a year? — Yes. 

20.015.  With  regard  to  paragraph  5 as  to  Super- 
tax do  you  not  think  there  Avould  be  some  objection 
by  some  traders  to  return  the  Avhole  of  their  income 
to  the  local  Surveyor?  Tt  is  sometimes  thought 
advisable,  and  an  opportunity  is  given  with  regard  to 
Super-tax,  to  refer  to  the  Special  Commissioners 
because  it  is  thought  undesirable  to  return  to  the 
local  people  the  Avhole  of  a man’s  income? — I do  not 
think  there  Avould  be  any  objection  Avliatever  if  the 
Surveyor  of  Taxes  was  a whole-time  paid  man. 

20.016.  I think  he  is  that  now,  is  he  not?  The 
Surveyor  is  a Avhole-time  paid  man  now? — I mean  the 
Assessor. 

20.017.  I am  not  talking  of  the  Assessor.  I think 
you  suggest  that  the  Avhole  of  the  assessment  of  Super- 
tax and  Income  Tax  should  be  local — should  be  in  the 
same  hands? — We  are  speaking  to  a large  extent  for 
the  retail  trade,  and  I do  not  think  there  would  be 
any  objection  whatever  on  their  part. 
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20,018.  Then  with  regard  to  Mr.  Blakemore’s  paper, 
there  is  one  question  I want  to  ask.  It  was  said  by 
some  of  the  previous  witnesses  that  with  regard  to 
mutual  trading,  Co-operative  Societies  were  on  the 
same  basis  as  clubs.  Is  it  not  a fact  that  a club  is 
not  a legal  entity  and  cannot  be  sued?  The  object 
of  my  question  is  to  show  that  there  is  an  entire 
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difference  between  clubs  and  Co-operative  Societies 
Do  you  agree  about  that  P— (Mr.  Blakemore):  Yes 
quite.  ’ 

20.019.  You  agree  they  are  on  an  entirely  different 
basis  ? — Yes. 

20.020.  Mr.  Kerly:  Thank  you,  gentlemen;  we  are 
much  obliged  to  you. 


Mr.  Albert  E.  K.  Wiierry,  on  behalf  of  the  National  Association  of  Corn  and  Agricultural  Merchants  and 
the  Agricultural  Seed  Trade  Association,  called  and  examined. 


1 he  witness  handed  in  the  following  statement  as 
his  evidence-in-chief:  — 

Agricultural  Co-operative  Trading  Societies. 
Evidence  of  Mr.  Albert  E.  K.  Wherry,  Messrs. 
Mherry  & Sons,  Limited,  Com  Merchants, 
Bourne,  Lines. 

(1)  Disclaimer. 

, 20,021.  In  submitting  my  evidence  to  the  Income 
lax  Commission,  I wish  it  to  be  clearly  understood 
that  I am  confining  my  remarks  strictly  to  Agri- 
cultural Co-operative  Trading  Societies  established 
under  the  auspices  of  the  Agricultural  Organisation 
Society,  and  that  I am  not  referring  either  to  the  in- 
dustrial co-operative  movement  or  to  co-operative  or 
co-partnership  farming. 

2 Interests  represented. 

20,022.  I represent  the  National  Association  of  Corn 
and  Agricultural  Merchants,  which  has  a member- 
ship of  practically  2,200  persons  and  firms  carrying 
on  business  in  the  United  Kingdom.  The  business 
of  these  merchants  comprises : — 

1.  purchase,  storage  and  sale  of  farmers’  grain 

and  re-sale  to  manufacturers ; 

2.  purchase  and  re-sale  of  hay,  straw  and  roots; 

3.  purchase,  and  in  some  cases  manufacture,  of 

feeding  stuffs  and  sale  to  farmers; 

4.  purchase,  compounding  and  sale  of  fertilisers; 

o.  purchase  of  grass,  clover,  and  cereal  seeds  and 

occasionally  “seed”  potatoes,  purchase  of 

root  seed  under  contract  from  growers; 

6.  cleaning  and  testing  of  seeds  and  sale  to 

farmers ; 

7.  purchase,  stocking,  maintenance  and  hiring  out 

of  agricultural  machinery  and  implements ; 

8.  wholesale  and  retail  trade  in  coal,  oil  and 

petrol ; 

9.  purchase,  grading,  packing  and  re-sale  of  wool ; 

10.  road  and  water  transport  of  agricultural 

supplies ; 

11.  sack  hiring; 

12.  the  financing  both  of  sale  of  crops  and  of  pur- 

chase of  farmers’  supplies. 

In  addition  to  the  direct  membership  referred  to, 
several  Retail  Associations  are  affiliated  with  us,  so 
that  our  virtual  membership  is  nearly  3,000. 

(3)  Interests  to  which  preferential  treatment  is 
given. 

20.023.  The  Agricultural  Organisation  Society, 
which  is  in  tho  enjoyment  of  grants  from  the  Develop- 
ment Commissioners,  is  conducting  a propaganda  cam- 
paign throughout  the  country  for  the  purpose  of 
grouping  all  farmers  into  Co-operative  Societies 
registered  under  the  Industrial  and  Provident  So- 
cieties’ Act  for  eliminating  middlemen,  and  bridging 
the  gap  now  filled  by  ourselves  between  the  producer 
and  the  consumer.  These  Co-operative  Societies  are 
trading  concerns,  and  it  is  the  object  of  the  Agri- 
cultural Organisation  Society  to  replace  the  private 
traders,  who  pay  Income  Tax  in  the  ordinary  way, 
by  societies  which  will  perform  the  functions  of 
the  distributor  and  manufacturer,  and.  being 
registered  under  the  Industrial  and  Provident 
Societies’  Act,  will  not  pay  Income  Tax. 

(4)  Comparison  with  true  co-operation. 

20.024.  Whatever  may  be  said  in  defence  of  the  ex- 
emption from  Income  Tax  enjoyed  by  the  industrial  co- 


operative movement  cannot,  with  any  sense  of  equity, 
be  applied  to  farmers’  trading  societies.  If  a group' 
of  persons  combined  together  to  purchase  the  ameni- 
ties of  existence  out  of  their  taxed  incomes,  and  any 
saving  which  is  effected  by  such  co-operation  is 
returned  in  the  form  of  bonus,  this  is  true  co-operation 
in  accordance  with  the  principles  originally  laid  down 
at  Oldham.  Such  is  not  the  case  with  farmers’  Co- 
operative Societies,  because  each  individual  co- 
operator  is  a taxed  unit,  and  it  would  be  just  as 
reasonable  for  a group  of  cotton  mills  operating  in 
Lancashire  to  make  their  purchases  through  a co- 
operative purchasing  agency  and  claim  exemption 
from  Income  Tax  as  for  a group  of  taxed  farmers  to 
claim  exemption  from  Income  Tax  on  the  purchase, 
through  a trading  corporation,  of  the  raw  materials 
of  their  business  in  the  form  of  seeds,  feeding  stuffs 
and  fertilisers,  or  on  the  sale  of  their  finished  articles 
in  the  form  of  grain,  vegetables,  meat  and  dairy  pro- 
ducts. The  fundamental  difference  is  obvious,  the 
units  of  a farmers’  Co-operative  Society  are  taxed 
units,  whereas  the  units  of  industrial  co-operation 
are  private  individuals  co-operating  for  the  purpose 
of  reducing  the  cost  of  living.  The  latter  co-operate 
for  the  purpose  of  effecting  a saving  in  the  expendi- 
ture of  their  incomes ; the  former  co-operate  in  order 
to  increase  their  trading  profits. 

(5)  Method  of  trading. 

20,025.  So  far  as  the  operations  of  farmers’  trading 
societies  are  concerned,  they  recognize  the  necessity  ol 
having,  in  common  with  private  traders,  a margin  on 
all  their  transactions,  sufficient  to  cover  trading  risks, 
and  if  a profit  can  be  made  by  this  method  of  trading 
it  is  returned  to  the  individual  shareholders  in  the 
form  of  a bonus.  This  bonus  is  nothing  more  or  less 
than  a dividend  paid  out  of  profits  to  the  shareholders 
in  the  concern,  that  is,  the  individual  members  of  the 
Co-operative  Society. 

It  is  stated  by  these  societies  that  farmers  who  are 
members  do  not  receive  profits,  but  receive  back,  in 
the  shape  of  a bonus,  the  difference  between  the 
amount  they  have  paid  for  their  supplies,  and  the 
actual  cost  of  them,  after  payment  of  administrative 
expenses.  Such  bonus  is  therefore  a reduction  in  price 
of  the  goods  purchased.  This  is  not  the  case.  For  the 
year  1917  the  Eastern  Counties  Co-operative  Society 
paid  a dividend  of  4d.  in  the  £ to  members  in  respect 
of  their  purchases  through  the  corn  and  machinery 
departments  of  the  Association.  The  profits  on  the 
corn  side  of  the  business  were  considerably  less  than 
on  the  machinery  side.  For  instance,  the  profit  on 
grain  sold  to  the  farmer  would  be  about  Is.  per 
quarter,  or  approximately  2 per  cent.  Profits  on 
feeding  stuffs  would  be  5s.  per  ton,  approximately 
2 per  cent.,  but  the  profits  on  agricultural  machinery 
were  174  per  cent.  The  profits  on  uncontrolled  com- 
modities were  probably  more,  but  the  farmer  who 
buys  uncontrolled  commodities  or  agricultural 
machinery,  where  the  profit  is  great,  receives  the 
same  bonus  as  the  farmer  who  purchases  controlled 
commodities  like  feeding  stuffs  and  grain,  where  the 
profits  are  barely  sufficient  to  pay  working  expenses. 

It  is  obvious,  therefore,  that  the  bonus  can  only  have 
been  paid  to  the  latter,  at  the  expense  of  and  by 
resorting  to  the  profits  of  the  former. 

The  societies  handle  the  farmers’  grain,  and  have 
made  great  play  with  the  fact  that  under  the  Grain 
(Prices)  Order  1917/18  a commission  of  Is.  could  be 
added  to  the  maximum  price  paid  to  the  producer. 
This  commission  only  being  allowed  to  recognized 
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dealers,  the  societies  have  therefore  said  to  the 
farmere,  “ we  can  give  you  as  much  as  any  mer- 
chant, and  you  will  get  a portion  of  the  Is.  back 

^Strong  protests  were  sent  in  to  the  Ministry  of 
Food  that  by  this  procedure  farmers  were  receiving 
more  than  the  maximum  producer’s  price,  and  the 
answer  received  was  to  the  effect  that  if  a group  or 
persons  combined  and  subscribed  capital  for  the  pur- 
pose of  marketing  their  products,  they  were  m effect 
complying  with  the  interpretation  of  Clause  12  of 
the  Order,  which  states “ Recognized  dealer  shall 
mean  a person  who,  in  the  ordinary  way  of  business, 
deals  in  grain  for  the  purpose  of  his  livelihood.” 

Surely  a person  who  “ deals  in  grain  for  the  pur- 
pose of  his  livelihood  ” is  not  a co-operator,  but  a 
trader  subject  to  the  ordinary  provisions  of  the 
Income  Tax  Act. 

(6)  Accumulated  reserves. 

20,026.  The  entire  profits  of  these  societies  are  not 
distributed  as  refunds  in  the  trading  accounts,  because 
large  sums  are  set  on  one  side  as  accumulated  re- 
serves or  devoted  to  purposes  other  than  administra- 
tive, such  as  the  purchase  of  plant,  mills,  stores,  etc. 
Such  purchases  should  only  be  made  out  of  sub- 
scribed capital,  because,  unless  the  entire  profits  are 
distributed,  it  is  impossible  for  the  members  to 
comply  with  section  24  of  the  Industrial  Provident 
Societies’  Act,  1893,  which  enacts:— “No  member 
of  or  person  employed  by  the  society  shall  be 
exempt  from  any  assessment  to  the  said  duties  to 
which  he  would  be  otherwise  liable.”  Undistributed 
reserves,  therefore,  constitute  a large  proportion  of 
trading  profits,  which  profits  have  paid  no  tax  and 
can,  by  a stroke  of  the  pen,  become  untaxable  capital 
by  converting  the  concern  into  a joint  stock  company 
as  soon  as  sufficient  capital  has  been  acquired. 

(7)  Taxation  under  Schedule  B. 

20,027.  It  has  been  urged  that  Income  Tax  is  a 
personal  tax,  and  that  these  individuals  w°uJd>  lf.th^' 
paid  Income  Tax  on  their  farms  under  Schedule  D, 
be  liable  to  assessment  under  the  same  Schedule  tor 
Income  Tax  on  their  dividends,  but  as  the  majority  of 
farmers  pay  Income  Tax  under  Schedule  B,  they 
have,  therefore,  paid  Income  Tax  which  covers  any- 
thing they  may  receive  back  in  the  form  of  bonus 
from  their  Co-operative  Societies.  This  argument, 
however,  will  not  bear  investigation.  So  far  as  Co- 
operative Societies  are,  with  their  boasted  organisa- 
tion, able  to  return  better  prices  to  the  farmers,  or 
to  seU  more  cheaply  to  the  farmers,  I have  no 
criticism  to  offer.  Any  saving  so  effected  is  cer- 
tainly part  of  the  profit  of  husbandry,  and  assessable 
under  Schedule  B.  . 

So  far,  however,  as  the  farmer  receives  a bonus 
or  dividend,  this  should  be  taxable  under  Schedule 
D,  and  the  position  of  the  farmers  at  the  present 
day  is  such  that  there  no  longer  is  any  reason  why 
this  bonus  should  not  be  taxed  at  the  source,  as  in 
the  case  of  ordinary  joint  stock  company  taxation, 
with  power  to  claim  refund  in  case  of  need.  There 
is,  therefore,  no  reason  why  the  privileges  granted 
to  Industrial  Co-operative  Societies,  or  even  to  co- 
partnership farming,  should  be  extended  to  Co- 
operative Societies  trading  in  agricultural  produce 
and  supplies,  and  carrying  on  the  business  of  mer- 
chants and  manufacturers. 

(8)  Arguments  in  refutation  of  taxation  under 
Schedule  B. 

20,028.  .It  is  admitted  that  Schedule  B is  clearly 
limited  to  profits  arising  from  the  occupation  of 
land,  that  is,  from  the  cultivation  and  production 
of  crops.  It  cannot  by  any  stretch  of  imagination 
be  extended  to  manufacturing  or  trading  operations. 

By  the  Finance  (No.  2)  Act,  1915,  section  39,  cer- 
tain persons  were  exempt  from  the  payment  of 
Excess  Profits  Duty,  including  the  occupation  of 
husbandry.  As  a matter  of  fact,  the  Farmers’ 
Trading  Societies  do  pay  Excess  Profits  Duty.  If  the 
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surplus  of  proFts  wns  assessable  under  Schedule 
B,  as  proats  arising  from  husbandry,  they  would 
not  be  liable  to  Excess  Profits  Duty.  The  fact  that 
they  are  liable,  and  pay  the  duty,  supports  my  argu- 
fy Schedule  B of  the  Income  Tax  Act,  1853, 
provision  is  made  for  taxation  in  respect  of  occupa- 
tion of  lands,  and  there  then  follow  provisions  in 
Schedule  D which  secure  that  further  duties 
under  that  Schedule  are  to  be  extended  in  respect 
of  any  trade  adventure  or  concern  in  the  nature 
of  a trade,  not  contained  in  any  other  Schedule,  or 
in  the  case  of  duties  to  be  charged  in  respect  of 
annual  profits  or  gains  not  falling  under  any  of  the 
foregoing  rules.  There  can  be  no  question  there- 
fore that  the  profits  of  these  Societies  are  liable  to 
taxation  unless  it  can  be  ascertained  that  they  are 
received  through  and  in  respect  of  the  occupation  of 
the  lands  which  the  appellant  holds  as  his  farm.” 

The  above  is  a quotation  from  the  dictum  of  Lord 
Buckmaster  in  the  recent  case  in  the  House  of  Lords, 
Malcolm  v.  Lockhart,  reported  in  the  Law  Reports, 
Appeal  Cases,  1919,  on  page  466. 

An  example  of  the  operations  of  these  societies  is 
shown  by  reference  to  the  Report  for  the  year  1918, 
issued  by  the  Eastern  Counties  Cooperative  Society, 
in  which  it  is  stated  that  the  Association  “has  been 
acting  As  a Government  authorized  slaughter-house 
agent,  and  the  turnover  in  connection  with  this  busi- 
ness. which  was  undertaken  on  a commission  basi6, 
amounted  to  £98,167  5s.  9d.”  It  is  a far  cry  from  the 
occupation  of  land  to  acting  as  a commission  agent. 

A further  example  from  the  same  balance  sheet : — 

‘ ! During  the  past  year  a grist  mill  with  good  ware- 
house accommodation  has  been  purchased  and  . . . 
is  already  receiving  good  support.” 

A grist  mill  deals  with  such  commodities  as  maize, 
beans  and  barley  that  have  been  produced  by  the  culti- 
vation of  land  in  this  and  other  countries,  but  is  in 
no  sense  connected  with  the  occupation  of  land. 

It  is  commonly  assumed  that  farmers  are  assessable 
under  Schedule  B in  respect  of  the  whole  of  their 
businesses.  This  is  not  correct.  By  section  100  of  the 
Income  Tax  Act,  1842,  dealers  in  cattle  and  sellers  of 
milk  may  be  assessed  under  Schedule  D if  the 
lands  which  have  been  charged  on  the  rent  or  annual 
value  in  Schedule  B are  insufficient  for  the  keep 
of  cattle  brought  on  the  said  lands,  so  that  the  rent 
or  annual  value  affords  no  just  estimate  of  the  profits. 

Applying  these  enactments  to  those  Co-operative 
Societies  which  are  largely  interested  in  the  produc- 
tion of  cheese  and  butter,  and  distribution  of  cream 
and  milk,  it  is  obvious  that  by  the  erection  of  plant 
on  a big  scale  they  are  going  beyond  the  actual  profits 
derived  from  the  occupation  of  lands,  they  are 
becoming,  in  fact,  milk  sellers  or  cheese  manufacturers 
within  this  section,  and  should  be  charged  under 
Schedule  D. 

I have  already  shown  (par.  5)  that  they  carry  on 
the  trade  of  being  “ recognized  dealers  in  grain  for 
the  purpose  of  their  livelihood.”  It  is  permitted  to 
merchants,  who  are  also  farmers,  where  they  can  keep 
their  businesses  distinct  to  charge  the  extra  price  on 
grain  produced  by  them,  but  they  have  to  pay  Income 
Tax  under  Schedule  D on  their  business  as  corn 
merchants,  and  under  Schedule  B in  respect  ol 
the  occupation  of  the  land.  Two  distinct  assessments 
are  made  therefore,  and  in  dealing  with  the  grain 
through  Co-operative  Societies  the  same  course  should 
be  adopted. 

(9)  Trading  only  with  members. 

20  029.  Section  24  of  the  Industrial  and  Provident 
Societies’  Act  enacts  as  follows A registered 
society  shall  not  be  chargeable  under  Schedule  o. 
and  D of  the  Income  Tax  Acts  unless  it  sells  to  persons 
not  members  thereof,  and  the  number  of  shares  of  the 
society  is  limited  either  by  its  rules  or  its  practice. 

Now  it  is  a well  known  fact  that  the  societies  are 
ready  to  sell  feeding  stuffs  to  anybody  whether  mem- 
bers or  not.  So  far  as  my  experience  goes,  and  it  is 
considerable,  they  are  as  ready  to  trade  with  farmers 
who  are  not  members  as  with  farmers  who  are.  i no.v 
are  equally  ready  to  sell  to  non-farmers  Indeed, 
they  prefer  to  have  a mixed  business  of  this  sort, 
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because  the  proht  which  accrues  in.  dealiug  with  the 
non -member  goes  to  swell  the  bonus  paid  to  the  farmer 
who  is  a member. 

Further,  when  a society  sells  grain  to  millers  or 
maltsters  it  does  not  sell  to  persons  who  are  members 
rather  it  sells  to  anybody  who  is  prepared  to  buy.  It 
would  be  obviously  impossible  for  the  societies  to  sell 
only  to  members.  They  would,  iu  that  case,  so  restrict 
their  capacity  for  business  as  to  deprive  them  of  their 
connection.  They  have  never  pretended  to  confine 
their  dealings  to  members,  and  1 submit  that 
Surveyors  of  iaxes  have  been  very  remiss  in  not 
assessing  the  societies  on  this  ground. 

(10)  Summary. 

20.030.  I am  not  here  to  attack  co-operative  trading 

as  such— indeed,  I can  cite  instances  where  eo-opera- 
tion  is  being  carried  on  most  successfully— but  in  the 
form  of  joint  stock  companies  having  farmers  as 
shareholders,  and  paying  their  just  share  of  the  taxa- 
tion of  the  country.  Many  of  the  firms  which  i 
represent  have  farmer  shareholders,  and  I would  like 
in  particular  to  mention  two  most  successful  co-opera- 
tive concerns.  I refer  to  the  West  Norfolk  Farmers’ 
Manure  Company  at  King’s  Lynn  and  the  Western 
Counties  banners’  Trading  Company,  Limited,  at 
Plymouth.  ’ 

If  co-operative  trading  is  superior  to  private 
trading  it  ought  to  be  left  to  prove  its  superiority  iu 
a fair  field  with  no  favour. 

If  agriculture  is  to  be  progressive  it  must  be  served 
by  progressive  methods,  and  there  is  nothing  in  the 
history  of  the  Agricultural  Organisation  Society  to 
show  that  it  is  equal  to  such  a task. 

[27its  concludes  the  evidcnce-in-chief.] 

20.031.  Mr.  Kcrly : You  are  a member  of  a firm  of 
corn  merchants,  and  your  evidence  is  directed  to  the 
operations  of  agricultural  Co-operative  Trading 
Societies  and  to  the  fact  that  they  have,  as  yoS 
suggest,  a certain  privileged  position  with  regard  to 
Income  lax f We  have  had  a great  deal  of  evidence 
about  the  general  co-operative  movement,  which  we 
have  been  discussing  for  a great  many  hours,  and  a 
great  many  of  the  matters  which  you  have  dealt 
with  have  been  before  us;  so  that  some  part  of  your 
paper  may  probably  be  taken  for  granted  as  already 

f^are? rre°  U8'  lh*Sn  r™  glVG  special  uridence  with 
regard  to  one  particular  trade.  You  will  be  asked 
’C"1  about  that ? If  you  please. 

noKf  r'  1,r°yman:  1 you  ,nake  a groat 
tkere  ,be'"g  a ™y  wide  difference  between 
the  Sf  Tr.C<M>peratlve  p'rading  Societies  and 
the  industrial  Co-operative  Societies,  and  in  your 

th"t  St  o *5  you  spedfy  that>  a,,d  y™ 

from  induefST  Ve  “OTe?ent  is  distinguishable 
trom  industrial  co-operation  in  that  each  individual 
co-operator  is  a taxed  unit;  but  surely  each  individual 
co-opeiator  in  an  industrial  society  is  also  a taxable 
ujilt,  at  any  rate?— I should  have  s?id  a taxed  trading 

exempt*^  from  ““SsaT.iIyi  are  farmers  who  are 

they^are’^jk  g'ranT  timt*^  * -Precisely ; 

“ teoi-ifsss: 

actual  taxpayers  whereas Xfe  a 178  ““Ration  are 

Sif 

s-sx  „f'r; 

hTo%  t ,n  pnncip,° 

Su^osfng  laSi  o’/us^n  tM?'"'*"'0,  °f  P>i nciplc P— . 
£500  a year ; wepav  J-  v,  roo“  H a”  ««»ne  of 
ever  we  may  be  liable  tn  I°”  lncome  what- 
remains  after  taxation  wp  and,,out  of  what 

operative  Society  „!,?  aroJZ" " a Co- 

shoes;  anything  which  \ve  rrPf  rJ  OUr  boots  and  om 
having  the  advantage  of  purchasi^Tn  fh  ? throV^ 
reduction  o,  the  amount'  wit^e’ 


out  of  our  already  taxed  incomes.  If,  on  the  other 
hand,  wo  arc  occupiers  of  land,  upon  which  it  is 
assumed  under  Schedule  R that  our  income  is  LoUU 
a year,  and  wo  join  a Co-operative  Society  for  the 
purpose  ol  increasing  that  income  to  £550  or  LbUU 
uy  becoming  manufacturers,  traders,  and  importers’ 
we  are  not  paying  tax  on  the  whole  of  our  taxable 
income. 

20,03(3.  Rut  no  ipan  who  pays  tax  under  Schedule 
R is  paying  tax  on  any  of  his  whole  taxable  income 
It  is  an  arrangement  to  avoid  that?— Yes,  exactly. 

20,037.  It  does  not  seem  to  me  that  what  you  have 
said  takes  this  question  of  profits  that  he  may  make 
through  a Co-operative  Society  into  a different  cate- 
gory irom  any  profits  he  may  make  in  any  other  part 
ol  his  business.  He  pays  under  Schedule  R to  cover 
them  all ? The  Income  Tax  Act  specifically  says  that 
the  income  tor  which  he  is  taxed  under  Schedule  R 
is  m respect  of  the  occupation  of  land;  that  is  to 
say,  the  occupation  of  husbandry,  and  I have  cited 
a case  where  the  travelling  of  a stallion  was  carried 
to  the  House  of  Lords,  and  a decision  was  given 
by  Lord  Buckmaster,  in  which  lie  said  that  so  far  as 
that  stallion  served  the  mares  on  the  farm,  it  was 
part  of  the  occupation  of  husbandry,  and  taxable 
under  Schedule  R,  but  in  so  far  as  it  travelled  on 
to  other  farms  and  earned  large  fees  for  serving 
mares  on  other  farms  it  was  taxable  under  Schedule 
R.  That  is  my  case.  Applied  to  trading  and  manu- 
facturing societies,  so  far  as  these  societies  can  givo 
better  prices  to  farmers  or  sell  more  cheaply  to 
farmers,  the  movement  is  perfectly  legitimate,  and 
there  is  -uo  injustice;  but  so  far  as  the  farmer’s 
operation  of  husbandry  is  carried  into  the  trading 
departments  it  should  be  taxable  under  Schedule 

’ +i  1 maintam>  if  y°11  will  excuse  my  saying 

bo,  that  there  is  a vital  difference  between  such 
lading  and  tile  fact  that  we  as  individuals  may  co- 
operate to  save  something  by  buying,  say,  a truck  of 
coal  between  us. 

20,038  The  difference,  you  really  mean,  is  that 
one  profit  ns  earned  into  the  trade  and  the  other  is 
domest'c.  Is  that  what  you  mean  i—  Precisely ; that 

2U,030.  What  you  said  just  now  was  that  in  so 
111  as  ,l  "as  carried  into  the  trade  it  was  already 
compounded  for  under  Schedule  B?--0nly  so  far  as 
Schedule ^Ba^CrS  C&n  pay  and  take  more,  it  is 

M ‘S  ? compounded  rato  instead 
ot  .Schedule  D,  and  there  is  an  option  ?— lint  Schedule 
B is  strictly  limited  to  the  process  of  husbandry. 

thrmmb ',h  U?ly  ***  “dvantago  whicli  the  faa-mer  gets 
S’  r1"™  at  which  !■«  gets  some  .Sin- 
modity  which  ho  is  going  to  use  in  his  business  is 
“ “counts,  and  would  come  into 

Schedu  o f)  ,f  ho  elected  to  be  taxed  under  Schedule 
artificial.  T'  P®  used  to  purchase 

re,”!  mannrG  fl:om  « ordinary  trader  at  a cer- 
tain puce;  supposing  that  by  purchasing  through 

ment  i®08**  «=  Puy  that  conaign- 

X hi!  frt  fiolal  ™>"™e  »t  £10  less,  that  will  go 
i.s  so  ” t dmg  acf:ol,nt  at  the  lower  figure?— That 

1)  the  d2'  f’h?.1'etcil'G.  if  Pc  was  taxed  under  Schedule 

r8„“  °f  cxp°mgs  pc 

20,043.  Therefore  it  docs  come  into  his  trading  ac- 
count under  Schedule  D;  and  as  Schedule  B “is  a 
Schedule  D f°''  la*  that  h°  would  Pay  under 

likes  it  seems  ““I  Pny  ,mdGr  Schedule  D if  he 

there  ! T,  ‘°  mG  ‘“Pc  covered  F-Yes,  but  surely 
sarv  to  rotf;5  efCGi-  If  societies  find  it  neces- 
return°  it  i , “utradmS  mj>''gin  and  they  afterwards 
matter  If  I * * if01'”  of  ^idond,  it  is  another 
to  offer  - fet  X “*  00St  PC™  P have  no  ohjeotion 
they  mns  tee"  d°  S0>.th“‘  is  Schedule  B ; lint  if 
gencies  t.-i .1  ^ rfr.v.  ^ ~mrSln  .to  cover  trading  contin- 
«g  expenses^ »t  the  market,  wort- 
hy mv  own  a 1 similai  matters  to  those  incurred 
thinTtC  i,  re,,  hT,pnVatG  fl™s-  thou  I say  any- 
under  Schedule  + a?.profit  8llou,d  be  assessable 
bandry  8 tradlnS  Proflt  a"d  Pot  as  bus- 
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20  044.  Blit  in  principle  one  covers  the  other  does 
it  2ot?  That  is  exactly  the  same  as  industrial  co- 
operators  j they  have  a reserve  and  they  distribute 
dividend  in  proportion  to  purchases,  and  that  is  held 
to  be  included  in  the  rule  of  law  that  that  surplus  is 
not  taxable  profit;  it  is  a profit  but  it  is  not  a profit 
liable  to  Income  Tax,  because  it  is  made  by  mutual 
trading?— But  this  profit  is  liable  to  Excess  Profits 

^’(H)45.  So  is  the  industrial  societies’  profit  liable  to 
Excess  Profits  Duty;  they  pay  that  too?— But  hus- 
bandry is  exempt  fuorn  Excess  Profits  Duty. 

20.046.  Excess  Profits  Duty  is  different  from  In- 
come Tax,  and  we  have  had  it  in  evidence  that 
charging  Excess  Profits  Duty  was  an  admitted  ano- 
maly. In  the  case  of  industrial  Co-operative  Societies 
it  has  been  admitted  or  stated  in  evidence  that  the 
charging  of  Excess  Profits  Duty  was  an  anomaly,  and 
1 presume  it  would  be  the  same  in  this  case?— Yes. 

20.047.  I am  not  saying  that  it  is  wrong  that  they 
should  pay;  I am  only  putting  it  to  you  that  on 
principle  it  is  very  difficult  really  to  differentiate 
them  from  Industrial  and  Provident  Societies? — I 
must  say  I fail  to  see  the  reseniblance ; I am  sorry.  I 
think  the  difference  is  vital. 

20.048.  You  think  there  is  a difference?— I think 
there  is  a vital  difference  between  the  two. 

20.049.  How  should  you  proceed  to  deal  with  that? 
You5  say  there  is  a vital  difference.  In  what  way 
would  you  bring  them  under  the  tax  without  bring- 
ing an  industrial  society  under  the  tax? — I would 
tax  them  at  the  source. 

20.050.  On  the  ground  that  it  was  profit? — On  the 
ground  that  it  was  profit.  They  also  do  a very  large 
business  with  non-members. 

20.051.  That  is  exactly  the  same  claim  that  is  made 
against  the  Industrial  and  Provident  Societies? 

But  in  that  case  the  units  are  different. 

20.052.  You  mean  to  say  that  you  would  simply 
enact  that  agricultural  societies  should  be  assessed 
at  the  source?— Yes. 

20.053.  On  all  their  trading  profits? — Yes. 

20.054.  And  that  industrial  associations  should  be 
exempted? — That  agricultural  societies  should  no 
longer  enjoy  the  benefit  which  they  have  under  the 
Industrial  and  Provident  Societies  Act,  because  they 
have  gone  outside  the  four  walls  of  that  Act.  They 
trade  with  anyone  that  comes  along,  and  in  very  large 
quantities. 

20.055.  Industrial  sooieties  trade  with  outsiders,  too? 
—Yes,  but  I am  not  here  to  argue  the  case  of  indus- 
trial societies. 

20.056.  But  you  must  remember  that  you  found 
your  case  on  the  difference  which  you  state  exists 
between  the  two.  My  examination  is  solely  directed 
to  try  an  get  a clear  understanding  of  where  that 
difference  really  lies  in  the  principle. 

20.057.  Mr.  Kerly : I think  if  Mr.  Wherry  will 
allow  me,  I may  say  this.  I have  gathered  that  his 
difficulties  are  two;  the  first  is  that  the  agriculturist 
is  normally  taxed  not  upon  Schedule  D,  but  by  the 
compounding  system,  in  which  Mr.  Pretyman  says  this 
would  now  be  included.  Mi-.  Wherry  proposes  specifi- 
cally to  exclude  it ; and  secondly,  that  the  dealings  of 
agricultural  co-operatives  are  very  much  larger  than 
the  dealings  of  ordinary  co-operatives  with  outsiders; 
and  on  those  two  grounds  he  proposes  to  deal  specifi- 
cally with  agricultural  Co-operative  Societies,  and 
provide  that  any  exemption  allowed  to  ordinary  Co- 
operative Societies  from  payment  under  Schedule  D 
should  not  extend  to  them.  Is  that  right?— That  is 
so. 

20.058.  Mr.  May : 1 suggest  there  is  a further  differ- 
ence, which  I will  endeavour  to  elucidate  by  questions 
presently  ? — It  is  based  on  the  vital  difference  that 
the  units  of  one  are  trading  units,  and  the  units  of 
the  other  are  individuals. 

20.059.  That  is  the  whole  point. 

20.060.  Mr.  Kerly : That  applies,  of  course,  to  the 
Wholesale  Co-operative  Society? — No,  because  in  the 
long  run  its  profits  come  down  to  the  individuals. 
The  Agricultural  Wholesale  Society  stands  in  the 
same  relation  to  the  children  of  the  Agricultural 
Organisation  Society  as  the  Wholesale  Co-operative 
Society  does  to  the  individual  society. 


20,061.  Mr.  Frety man : I thought  1 had  already 
dealt  with  that  point — that  one  heals  with  traders 
and  the  other  with  individuals.  The  farmer  does  not 
deal  only  as  a trader;  he  deals  as  an  individual  with 
an  agricultural  Co-operative  Society,  and,  just  as  an 
individual  is  taxable  ou  one  basis,  so  the  tanner,  as 
a trader,  is  taxable  on  another r'  -But  1 think  where 
the  farmer  trades  as  an  individual  it  is  in  some  ol 
the  small  societies’  that  deal  in  groceries,  &o.,  whicn 
were  set  up  to  replace  the  gombeen  man  m Ireland, 
but  I do  not  think  that  is  so  in  your  own  county,  Mi . 

1 *2(VJ62.  Mr.  May : I do  not  know  whether  this 

point  is  clear,  sir.  , , 

3U.U63.  Mr.  kerly:  it  is  (juite  deal-  tom  mm.  1 
had  left  out  of  account  that  also  the  Wholesale  Co- 
operative Society  deals  with  the  retail  Co-operative 
Societies,  whose  members  are  individual  consumers. 

20  064.  Mr.  May:  I submit  to  Mr.  Wherry  that 
there  is  no  question  of  mutual  trading  in  the  agri- 
cultural society  such  as  exists  in  the  Industrial 
Co-operative  Society  ? — None  at  all. 

20  065.  That  each  member  of  the  agricultural  Co- 
operative Society  is  in  fact  a trader,  and  it  is  as  a 
trader  that  he  is  a member,  and  not  as  a consumer.— 

^ *20* 066?°That  he,  on  his  part,  produces  for  the  open 
market,  quite  outside  any  question  of  mutual  trading . 

2(1067.  And  that  the  agricultural  society  of  which  he 
is  a member,  in  its  turn,  while  it  may  co-operate  to 
provide  for  him  some  of  the  raw  materials  ol  ms 
business,  and  some  of  the  machinery,  markets  his  pro- 
duce in  the  open  market? — That  is  so. 

20  068.  And  that,  as  you  have  correctly  said  and 
stated  in  your  paper,  that  is  a vital  difference  between 
the  agricultural  and  the  industrial  Co-operative 
Society? — That  is  so.  , , . 

20  069.  Mr.  Graham:  I am  not  quite  clear  about 
one  ’point.  I gather  that  you  do  not  attack  the 
industrial  co-operative  movement,  nor  yet  do  you 
attack  co-operative  farming.  What  you  attack  1 
use  that  word,  of  course,  quite  inoffensively  is 
really  the  Agricultural  Organisation  Society,  is  it 
not?— Not  the  society,  but  its  children. 

20  070.  I am  correct,  I think,  in  assuming  that  you 
do  not  in  any  way,  by  your  proposals  in  this  paper, 
seek  to  undermine  the  value  of  co-operative  enter- 
prise in  the  rural  districts,  or  such  assistance  to  the 
smaller  agriculturists  as  comes  from  a.  society  of  this 
kind,  I mean  by  bringing  within  their  reach 
implements,  and  so  on,  which  otherwise  they  would 
never  obtain?— Not  at  all ; I do  not  attack  co-opera- 
tion as  co-operation.  I say  that  they  ®njo) 
advantages  which  other  people,  private  individuals, 
fulfilling  precisely  the  same  functions,  the  village 
blacksmith  included,  have  to  pay  taxation  for. 

20  071.  Mr.  Kerly:  Like  other  witnesses,  you  only 
complain  of  the  shoe  when  it  pinches  you?— I thin* 
we  all  look  after  our  own  interests. 

20.072.  Mr.  Walker  Clark:  In  paragraph  3,  you 
say:  “ The  Agricultural  Organisation  Society,  which 
is  iii  the  enjoyment  of  grants  from  the  Development 
Commissioners.”  Is  that  from  Imperial  funds, 
have  tried  to  confine  niv  remarks,  so  far  as  1 can, 
to  the  reference  of  your  Commission.  But  I had 
the  honour  of  giving  evidence  before  the  Develop- 
ment Commissioners  on  this  very  point.  I he 
Agricultural  Organisation  Society  get  £17,000  a year 
from  the  Development  Commissioners  for  the  purpose 
of  setting  up  co-operative  trading  societies,  arid  the 
Development  Commissioners  were  under  the  im- 
pression that  it  was  largely  for  educational  purposes 
that  that  grant  was  made,  and  not  for  the  establish- 
ment of  trading  societies. 

20.073.  The  point  is,  from  whom  does  that  fund 

of  £17,000  a year  come?— From  the  taxpayers.  Part 
of  my  money  has  to  go  to  eliminate  me.  But  I did 
not  think  that  evidence  was  within  the  purview  of 
your  jurisdiction;  that  is  the  reason  why  I did  not 
labour  it  here.  , 

20.074.  They  have  the  enjoyment  of  a grant,  and 
is  not  that  an  additional  twist,  shall  I say,  to  the 
screw  that  is  pinching  you?— It  is  a very  sore  twist. 

20.075.  Mr.  McLintock:  Do  you  seek  to  draw  a 
distinction  between  what  are  termed  the  profits  of 
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husbandry  and  the  profits  which  may  be  made  from 
selling  that  same  produce  in  a different  way  to  the 
ordinary  farmer  who  disposes  of  it  himself?  Let  me 
illustrate  the  point.  The  ordinary  farmer  who  sends 
liis  milk  in  to  some  centre,  probably  obtains  a better 
price  for  that  milk  by  selling  it  retail  than  he  would 
if  he  had  sold  it  in  bulk.  Do  you  suggest  that  there 
are  two  profits  there?— In  effect  where  a farmer 
carries  on  a milk  business,  and  sells  milk  which  is  not 
the  produce  of  his  own  farm,  he  does  have  to  pay 
Income  Tax  at  the  present  time.  But  so  far  as 
concerns  the  co-operative  collection  of  milk— and  I 
grant  you  that  milk  is  their  beet  case — so  far  as  by 
eo-operating  they  can  return  the  man  a price  of,  say, 
Is.  4d.  a gallon,  that  is  part  of  husbandry.  If  they 
can  give  him  Is.  od.  a gallon,  that  is  still  husbandry. 
But  if  they  have  to  retain  a margin  which  covers 
mdk  which  goes  wrong  en  route,  milk  which  gets  lost 
and  wastage,  and  bad  debts,  and  that  sort  of  thing, 
and  if  by  doing  so,  milk  makes  Is.  8d.,  part  of  which 
additional  profit  is  returned  in  the  form  of  a trading 
profit,  that  has  ceased  to  be  husbandry. 

20.076.  You  are  simply  concerned  with  the  other 
side  of  the  farmer’s  account,  I take  it — his  expense 
side,  namely,  all  the  manure,  and  seeds,  and  other 
things,  that  he  has  to  buy? — I am  concerned  both 
ways,  both  with  the  selling  and  the  supply.  I am 
interested  in  both  transactions. 

20.077.  You  evidently  draw  a distinction.  Do  you 
think  that  the  getting  of  an  enhanced  profit  through 
handling  milk  co-operatively  is  not  quite  legitimate? 
— I^o.  excuse  me,  I do  not  say  so.  I say,  if,  by 
co-operation,  they  can  actually  buy  and  sell  the 
stuff  on  better  terms,  the  private  trader  will  just 
sit  back  and  take  his  beating.  But  a margin  has 
to  be  retained  to  cover  trading  risks,  and  that 
margin  the  private  individual  has  to  retain  to  cover 
trading  risks.  If  the  private  individual  succeeds 
in  making  a profit  after  that  margin  has  been 
covered,  he  is  taxed  on  it.  If  the  Co-operative 
society  succeeds  in  making  a profit,  they  return  it 
but  without  deduction  of  tax. 

20.078.  But  that  profit  goes  back  to  the  farmer 
ultimately  does  it  not?— Yes,  but  it  is  not  made 
by  husbandry. 

20.079.  Take  the  case  of  a body  of  farmers  who 
purchase  a deposit  of  manure  in  order  to  get  that 
manure  brought  to  this  country  very  much  cheaper. 

~ o you  think  that  the  carrying  on  of  that  trading 
business  is  not  profit  of  husbandry  at  all?— I would 
not  say  so. 

20.080.  Then,  if  the  Co-operative  Society  did  not 

retain  this  margin,  you  would  have  no  objection 
to  it  being  free  from  Income  Tax? — No,  I have  no 
objection.  They  will  not  have  made  any  profits 
so,  therefore.  I have  nothing  to  say.  If  they  do 
not  make  any  profits,  they  would  have  nothing  to 
be  taxed  on.  & 


20.081.  But  your  case  would  be  no  easier? — I am 
quite  willing  to  take  that  chance. 

20.082.  Sir  IF.  Trower : I want  to  get  quite  clear 

about  the  distinction  between  selling  himself  and 
selling  through  an  agent,  a Co-operative  Society.  Is 
there  any  difference  in  his  profits? — Supposing  the 
farmer  sells  his  barley  through  an  agent,  he  has 
to  pay  that  agent  a commission.  The  commission 
agent  has  to  return  what  he  earns  in  that  way, 
and  has  to  pay  Income  Tax  upon  it;  it  is  part 
of  the  commission  business.  If  he  sells  through  a 
Co-operative  Society,  he  probably  has  a portion  of 
that  commission  returned  to  him  which  was  earned 
through  the  carrying  on  of  a corn  merchant’s  busi- 
ness, and  not  by  husbandry,  but  he  does  not  pay 
taxation  on  it.  3 

20.083.  If  the  farmer  sells  either  himself  or 
through  an  agent,  it  is  his  profit,  which  is  com- 
pounded for  under  Schedule  BP— I do  not  think  I 
quite  follow  your  point. 

20.084.  The  farmer  may  either  sell  himself  or 
through  an  agent?— Yes. 

20.085.  That  agent  may  be  a Co-operative  Society? 


— , — ^ iiv  lowcma  id  jiai  i • 

which  reaches  his  hands? — Yes. 

20.087.  That  is  compounded  for  under  Schedule  B 
is  it  not? — Yes. 

20.088.  Then  I do  not  understand  your  contention. 

20.089.  Mr.  Kerly : It  seems  plain  enough.  This 
business  has  come  up  since  the  compounding.  It  is 
something  new  which  is  given  to  the  farmer  which 
was  not  allowed  for  when  the  compounding  was  set 
up. 

20.090.  Mr.  Pretyman : Schedule  B,  on  its  present 
basis,  has  only  been  set  up  about  a year. 

20.091.  Mr.  Kerly:  I gather  from  Mr.  Wherry 
that  this  particular  part  of  his  case  is  that  this 
uncompounded-for  profit  should  be  treated  as  out- 
side Schedule  B.  and  the  farmer,  if  he  gets  it,  should 
pay  tax  upon  it  in  addition  to  paying  his  Schedule  B. 

20.092.  Sir  W.  Trower : I understand  the  con- 

tention, but  I do  not  understand  the  reason  for  it. 

20.093.  Mr.  Pretyman : The  whole  question  of  the 

principle  of  compounding  is  quite  old.  But  what 
has  to  be  considered  is  not  the  principle  of  com- 
pounding, but  the  rate  at  which  the  compounding 
takes  place;  and,  as  a fact,  when  the  compounded 
rate  of  twice  the  rent  was  so  very  recently  fixed, 
a c^rcums^ances  were  taken  into  consideration. 

20.094.  Mr.  Kerly:  Including  the  fact  that  some 
farmers,  and  perhaps  a good  many  farmers,  work 
through  Co-operative  Societies. 

20.095.  Mr.  Pretyman:  Quite;  that  was  taken  into 
account. 

20.096.  Mr.  Kerly:  That  may  be.  I am  not 

suggesting  whether  Mr.  Wherry  is  right  or  wrong. 
I am  only  saying  that  I understood  him. 


Mrs.  Arbuthnot,  on  behalf  of  the  Girls’  Friendly  Society  and  the  Stead  Memorial  Fund,  called  and  examined. 


The  witness  handed  in  the  following  statements  as 
her  evidence-in-chief : — 

Evidence-in-eiiief  of  Mrs.  Arbuthnot,  on  behalf  of 
the  Girls’  Friendly  Society. 

20.097.  (1)  The  Girls’  Friendly  Society  has  a num- 
ber of  freehold  and  leasehold  lodges  and  homes  of 
rest  which  are  used  chiefly  by  girls  and  women  of  the 
working,  business  and  professional  classes,  belonging 
to  the  society  for  the  most  part,  but  also  by  others 
when  accommodation  allows  it. 

20.098.  (2)  The  lodges  are  for  the  most  part  in 
large  cities,  such  as  London,  Manchester,  Birming- 
ham, Leicester,  Coventry,  Leeds,  &c.,  where  suitable 
accommodation  for  women  and  girl  workers  is 
urgently  needed.  The  homes  of  rest  are  in  country 
and  seaside  health  resorts,  such  as  Brighton,  Llan- 
dudno, St.  Leonards,  Shanklin,  Morecambe,  Llan- 
drindod  Wells,  Malvern,  Ac.,  and  are  of  the  utmost 
value  to  tired  workers  who  are  in  need  of  a holiday 


or  change  of  air.  Both  lodges  and  homes  of  rest  are 
hereinafter  included  in  the  term  “ lodges.” 

20.099.  (3;  During  the  war  the  society  was 
approached  by  the  Ministry  of  Munitions  and  the 
Board  of  Agriculture  and  Fisheries  with  a view  to 
its  assisting  by  allowing  these  lodges  to  be  used  by 
both  munition  and  land  workers.  The  society  will- 
ingly  complied  with  the  request  and  did  all  in  its 
power  to  assist  the  Government  and  to  lodge  as 
many  of  these  workers  as  possible,  and  by  this  means 
the  provision  of  hostels  in  some  places  at  Government 
expense  was  avoided. 

20.100.  (4)  The  society  makes  no  profit  out  of  the 
lodges.  Scales  of  charges  are  fixed  to  meet  the  cir- 
cumstances of  the  district  in  which  a lodge  is  situated 
and  of  girls  using  them,  and  by  these  payments  the 
large  lodges  can  be  made  self-supporting.  In  most 
instances  they  are  run  at  a loss,  and  the  deficiency 
has  to  be  met  by  subscriptions  and  donations.  In 
certain  cases  where  a large  lodge  is  run  at  a slight 
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profit,  such  profit  is  applied  either  towards  improving 
the  accommodation  offered,  as  for  instance  by  secur- 
ing a recreation  room  for  the  use  of  girls’  clubs,  &c., 
or  towards  paying  off  initial  expenses  incurred  in 
starting  the  lodge,  or  paying  off  a mortgage,  &c.,  Ac. 

20.101.  (5)  The  freehold  lodges  have,  for  the  most 
part,  been  purchased  with  funds  raised  by  means  of 
public  subscriptions  or  legacies  from  persons  in- 
terested in  the  welfare  of  girls.  They  are  held  either 
by  private  trustees  or  by  the  Incorporated  Central 
Council  of  the  Girls’  Friendly  Society,  but  remain 
under  the  management  of  local  Girls’  Friendly 
Society  Committees,  who  occupy  them  by  their 
managers  and  servants.  Twenty-five  of  the  lodges 
are  owned  and  legally  occupied  by  the  society. 

20.102.  (6)  It  would  appear  that  the  existing  legis- 
lation does  not  exempt  institutions  of  the  above  kind 
from  the  payment  of  Income  Tax  under  Schedule  A. 

20.103.  (7)  The  society  considers  that  the  lodge 
committees  should  not  be  called  upon  to  pay  such 
tax  on  freehold  lodges.  The  society  contends  that  if 
it  were  to  lease  its  freehold  lodges  and  apply  the 
rents  received  towards  the  charitable  objects  of  the 
society,  no  property  tax  would  be  payable,  and  that 
the  occupation  of  the  lodges  for  philanthropic  .and 
charitable  purposes  is  equivalent  to  the  application 
of  the  rents  to  such  purposes. 

20.104.  (8)  The  payment  of  the  tax  at  the  maxi- 
mum rate  forms  a serious  obstacle  in  carrying  out  the 
philanthropic  and  charitable  objects  of  the  society. 

20.105.  (9)  The  lodges  of  the  Girls’  Friendly 
Society  have  not  hitherto  been  treated  as  coming 
within  the  definition  of  “an  almshouse  ” or  “a 
house  provided  for  the  reception  or  relief  of  poor 
persons  ” in  spite  of  the  wide  interpretation  of  the 
ferms  given  in  “ Trustees  of  the  Mary  Clark  Home 
v.  Anderson  ” (1904),  2 K.B.,  p.  645,  and  the  society 
has  repeatedly  been  refused  exemption  for  the  real 
property  in  occupation. 

20.106.  (10)  On  behalf  of  the  society  I therefore 
submit  for  your  consideration  that  provision  be  made 
in  subsequent  legislation  on  Income  Tax  to  remove 
the  existing  anomaly  and  to  exempt  from  such  tax 
those  charitable  and  philanthropic  institutions  which 
exist  entirely  for  charitable  and  philanthropic  pur- 
poses and  are  not  run  for  profit. 

Evidence-in-chiei  of  Mrs.  Arbuthnot,  on  behalf  of 
the  Stead  Memorial  Fund. 

20.107.  (1)  The  Stead  Memorial  Fund  was  founded 
shortly  after  Mr.  W.  T.  Stead’s  tragic  death  in 
1913,  in  honour  of  oue  who  had  waged  a strenuous 
light  for  the  cause  of  womanhood,  who  sympathized 
with  every  effort  to  lessen  the  dearth  of  hostel  accom- 
modation for  girl  workers,  and  had  called  conferences 
to  his  house  for  discussing  the  possibility  of  providing 
every  large  town  with  at  least  one  girls’  hostel. 

20.108.  (2)  At  the  end  of  that  year  a start  was 
made  by  purchasing  a large  house  at  No.  131, 
St.  George’s  Road,  Westminster.  It  was  equipped 
lor  the  reception  of  29  girls  engaged  in  business 
(clerks,  shop-saleswomen,  nurses,  probationers  for 
the  W.P.F.,  &c.).  This  hostel  opened  in  April,  1914; 
it  has  since  been  quite  full,  and  indeed  applicants 
are  refused  daily.  Other  bostels  at  Bath,  Leeds, 
Lloclidale  and  Hoxton  (under  construction)  are  affi- 
liated to  the  fund,  and  receive  subsidies  from  it  to 
meet  extraordinary  expenditure. 

20.109.  (3)  None  of  them  is  conducted  with  a 
view  to  commercial  profit,  and  all  that  the  Com- 
mittees desire  is  that  they  should  be  self-supporting. 
This  ideal  would  have  been  attained  but  for  the 
enormous  rise  in  prices  caused  by  war,  and  in  every 
case  the  hostels  depend  on  a subscription  list  for 
existence.  For  example,  the  tariff  for  cubicle  and 
board  at  the  London  Stead  Hostel  runs  from  14s. 
to  £1  a week.  It  is  in  proportion  to  the  average 
earnings  of  the  girls,  which  do  not  exceed  35s., 
but  at  current  prices  there  is  no  margin  whatever. 
On  the  contrary,  we  have  worked  at  a loss  during  the 
quinquennium.  The  chartered  accountants,  who 
audit  our  books,  certify  receipts  during  that  period 
aggregating  £3,678  10s.,  expenditure  £3,832  8s.  4-^d., 
and  a loss  on  five  years’  working  of  £153  18s.  4d. 
The  certified  balance  sheet  for  1918-19  shows  an  excess 


of  expenditure  over  income  of  £215  10s.  3£d. 

Despite  these  financial  results  the  local  Collector  has 
yearly  demanded  Income  Tax  from  the  committee, 
and  enforced  payment.  In  1917  we  appealed  to  the 
Board  of  Inland  Revenue  against  an  assessment  of 
£20  0s.  6d.  In  support  of  our  contention  that  the 
hostel  was  exempt  as  coming  within  the  exemptions 
specified  in  No.  VI  of  Schedule  A of  the  Act  of  1842, 
we  cited  Mary  Clark  Home  Trustees  v.  Anderson 
(2  K.B.,  645),  in  which  Mr.  Justice  Channell  held  that 
a home  for  persons  of  limited  means,  partly  sup- 
ported  by  an  endowment,  was  an  “ almshouse  ” 
within  the  meaning  of  the  section,  and  exempted  it 
from  taxation.  It  was  urged  that  the  hostel’s  ^cir- 
cumstances were  on  all  fours  with  the  plaintiffs’  in 
that  case,  and  that  the  word  “ almshouse  ” should 
be  construed  in  a modern  sense,  embracing  institu- 
tions which  were  undreamt  of  77  years  ago.  The 
Board  of  Inland  Revenue,  however,  rejected  our 
appeal,  and  our  contention  is  that  the  Statute  law 
ought  to  be  modified  in  the  interests  of  the  girls’ 
hostel  movement,  which  will  be  seriously  affected  by 
taxation  on  a wholly  imaginary  income. 

20.110.  (4)  It  is  somewhat  anomalous  that,  while 
struggling  philanthropic  institutions  suffer  in  purse 
by  the  strict  application  of  an  old  Act  of  Parliament, 
such  wealthy  learned  societies  as  the  Royal  Historical 
should  be  wholly  exempt  from  taxation  under 
No.  VI  of  Schedule  A,  of  the  Income  Tax  Act,  1842. 

[This  concludes  the  evidence-in-chief.] 

20.111.  Mr.  Eerly : You  appear  here  on  behalf  oi  a 
very  excellent  institution,  with  which  some  of  us  are 
familiar,  that  is  the  Girls’  Friendly  Society  ?— Yes. 

20.112.  Just  let  me  see  if  this  sums  up  your  case. 
I am  reading  to  you  a summing-up  that  was  put  to 
representatives  of  another  charitable  institution,^  and 
I want  to  see  if  it  covers  your  case,  too.  Three 
possible  grievances  are  suggested.  First,  that  there 
are  things  which  ought  to  be  regarded  as  charities 
which  are  at  present  excluded;  secondly,  recognized 
charities  occupying  their  own  premises  (I  think  that 
is  your  particular  case)  for  their  charitable  purposes 
ought  to  be  exempted  from  taxation  under  Schedule  A 
(that  is  the  Property  Tax),  and  then,  thirdly,  where 
a charity,  in  the  course  of  its  charitable  operations, 
which  as  a rule  are  carried  on  at  a loss,  is  incidentally 
doing  something  which  is  regarded  as  trading,  which 
if  treated  separately,  might  be  regarded  as  making  a 
profit,  you  ought  to  look  at  the  whole  of  the  opera- 
tions, and  say  that  that  profit  is  really  absorbed  and 
in  fact  there  is  nothing  to  pay  Income  Tax  upon.  I 
have  read  you  that,  because  that  goes  a little  further 
than  you  do,  and  brings  in  some  other  grounds;  but 
it  is  part  of  the  general  trouble  that  we  have  to  deal 
with  in  the  case  of  charities? — Yes. 

20.113.  Mr.  Kerly : We  have  your  paper;  I need 
not  assure  you  of  our  general  friendliness  to  the  ob- 
jects that  your  Society  has  in  view : but  one  of  the 
difficulties  is  how  to  distinguish  such  a case  from 
others. 

20.114.  Mr.  Graham:  Is  the  Society  in  any  sense 
a profit-making  body? — No,  not  at  all.  With  regard 
to  these  lodges,  it  is  only  large  lodges,  which  are 
capable  of  taking  over  30  boarders,  and  are  full,  that 
can  possibly  run  at  any  sort  of  a profit.  If  there  is 
a profit,  it  is  all  devoted  to  the  part  of  the  Society’s 
work  which  cannot  be  profitable,  such  as  club  work, 
and  recreation  work. 

20.115.  Then  you  do  not  embark  on  enterprise 
similar  to  that  undertaken  by  the  Young  Men’s 
Christian  Association? — What  particular  sort  of 
enterprise  do  you  refer  to  ? 

20.116.  I mean  what  you  might  describe  as  trade; 
it  is  trading,  in  a sense  ? — You  mean  they  have  these 
hostels. 

20.117.  Places  of  reception,  and  provision  for  meals, 
and  all  the  rest  of  it? — No.  As  I say,  the  money  that 
is  paid  by  boarders,  or  by  persons  coming  for  meals, 
is  not  sufficient  for  the  overhead  charges  as  well  as 
the  ordinary  housekeeping  charges,  unless  there  is  a 
very  large  number.  Most  of  these  hostels  of  ours  do 
not  contain  as  many  as  30  beds.  They  are  mostly 
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frum  15  to  20.  I am  Chairman  of  three  Lodge  Com- 
mittees, and  only  one  of  the  three  lodges  has  more 
than  30  beds.  At  that  one,  which  is  in  Coventry,  and 
where  we  had  as  many  as  39  regularly  during  the  war 
—we  were  very  full— we  were  able  to  make  a small 
Profit,  which  was  devoted  to  paying  off  a small  mort- 
gage, and  also  to  running  a club  for  girls  where  the 
payments  for  the  club  will  not  run  it.  Consequently 
there  is  no  personal  profit,  and  no  profit  to  the  Society 
as  such.  It  is  all  spent  on  the  institution  itself 

20.118.  Mr.  Walker  Clark:  According  to  the  rule? 
It  is  so  extremely  seldom  that  there  is  anything  in 

the  nature  of  a profit,  that  these  lodges  have  sub- 
scription lists,  and  they  have  all  been  started  by  the 
donations  of  philanthropic  and  charitable  persons.  I 
myself  raised  over  £3,00C  for  the  one  in  Coventry, 
which  was  opened  at  the  beginning  of  the  war. 

20.119.  Mr.  Graham:  Is  it  the  case  that  what  you 
really  set  out  to  provide,  as  regards  hostels,  is  a 
home  for  girls  of  very  limited  income,  on  which  you  do 
not  expect  to  make  a profit,  and  for  the  maintenance 
of  which  you  must  rely,  to  some  extent,  on  subscrip- 
tions?— Yes.  Am  I allowed  to  read  an  extract  from 
one  of  our  publications? 

20.120.  Mr.  Eerly.  Certainly  ?— This  is  out  of  the 
guide  for  workers  of  the  society,  under  the  heading : 

“ department  for  lodgings  of  women.”  It  says  : “To 
provide  safe  lodgings  of  a good  class  at  a moderate 
charge  for  members  at  work  in  large  towns  or  those 
in  need  of  a temporary  home,  also  homes  of  rest  where 
members  can  stay  for  holidays  or  to  recruit  after 
illness.  The  society  has  85  homes,  towards  the  main- 
tenance of  which  associates  and  members  are  asked  to 
contribute.” 

20.121.  Sir  W.  Trower:  Any  surplus  profits  whhh 
you  make  may  be  given  to  charitable  objects  within 
your  control? — Yes. 

20.122.  They  are  not  given  to  outside  bodies? — No, 
ceitainly  not;  and,  if  you  will  allow  me  to  press  that 
home,  it  is  very  rare  that  there  are  any  surpluses 
at  all. 

20.123.  They  are  very  rare,  but  when  there  are 
any,  they  are  devoted  to  your  own  purposes? — Cer- 
tainly. In  the  case  of  the  one  at  Coventry,  we  have 
paid  off  £100  of  the  mortgage,  and  placed  a little 
money  to  an  extension  fund,  entirely  because  we  were 
a large  number,  and  always  full. 

20.124.  Mr.  Synnott:  Is  your  society  registered 
under  the  Friendly  Societies  Act? — It  is  incorporated. 
Do  you  mean  for  the  purpose  of  a war  charity?  We 
were  registered  under  the  Act  which  made  all  socie- 
ties, which  asked  for  funds  for  war  purposes, 
register. 

20.125.  Has  the  Board  of  Inland  Revenue  decided 
that  your  purposes  are  not  charitable  purposes  under 
the  Income  Tax  Act? — No;  we  recover  Income  Tax. 

20.126.  Under  Schedule  A there  is  a distinct 
exemption  for  charitable  purposes  in  respect  of  land, 
as  far  as  the  same  is  applied  to  charitable  purposes? 
— That  is  only  headed  for  almshouses.  We  have 
contended  this  frequently,  but  we  have  always  been 
told  that  if  a freehold  house  is  in  the  legal  occupa- 
tion of  the  trustees,  it  cannot  be  exempt;  whereas, 
if  rent  was  paid  to  us,  we  could  recover  Income  Tax 
on  that,  but  if  we  inhabit  the  house,  we  must  pay. 

20.127.  Mr.  Kerly : That  is  undoubtedly  the  general 
rule? — I have  tried  it  in  connection  with  three 
separate  hostels,  but  without  any  success. 

20.128.  Sir  W.  Trower:  What  is  the  section,  Mr 
Kerly  ? 

20.129.  Mr.  Kerly : It  is  Section  39.  We  have  con- 
sidered this  matter,  but  we  have  come  to  no  conclusion 
about  it.^  We  have  considered  it  with  regard  to  life- 
boats. They  are  in  the  curious  position  that  if  they 
have  got  a life-boat  house  and  let  it  to  someone  else, 
they  have  not  to  pay  tax  on  the  rent  they  get;  they 
can  use  that  rent  to  hire  another  place  for  them- 


selves, and  they  have  to  pay  tax  on  that,  which  seems 

to  be  absurd.  You  are  in  much  the  same  position? 

It  is  an  anomaly.  And  may  I ask,  is  it  not  the  case 
that  at  the  time  the  Income  Tax  law  was  instituted, 
these  hostels  were  not  in  existence?  So  that  one 
would  suppose  that  had  they  been  in  existence  they 
would  have  been  provided  for. 

20,130.  I think  you  are  perfectly  safe  in  saying 
they  have  not  been  deliberately  excluded  from  any 
special  provisions  for  charitable  purposes.  Of 
course,  you  appreciate  that  if  you  are  occupying  a 
building  which  would  pay  Property  Tax,  and  you 
take  possession  of  it  and  are  let  off  Property  Tax, 
you  are  in  fact  making  the  State— that  is,  the  general 
body  of  taxpayers — contributors  towards  your 
charitable  purposes  ?— Yes,  I quite  appreciate  that. 
On  the  other  hand,  our  society  was  definitely  applied 
to,  as  mentioned  in  the  evidence,  by  both  the  Ministry 
of  Munitions  and  the  Ministry  of  Agriculture,  to  save 
the  country  a considerable  amount  of  expense  in  the 
recent  war;  and,  if  I may  say  so,  further,  in  the 
case  of  Coventry,  with  which  1 am  very  closely  con- 
nected, we  had  at  the  outbreak  of  war  raised  over 
£2,000  for  the  purpose  of  opening  a hostel.  We  were 
delayed  for  a few  months,  but  in  the  spring  of  1915 
we  made  a gigantic  effort  to  open  on  the  1st  May. 
because  we  were  informed  by  the  Ministry  of  Muni- 
tions that  a large  number  of  girls  were  coming  to 
Coventry.  It  is  difficult  to  carry  one’s  mind  back  to 
that  day.  We  opened,  and  we  remained  open  for 
some  time  before  girls  came;  they  were  not  ready 
with  the  girls’  hostels,  and  our  place  was  full  long 
before  they  had  any  of  their  own  hostels  there,  which 
afterwards,  of  course,  sprang  up  in  abundance. 

20.131.  Had  you  been  wise  in  your  generation,  you 
would  have  said:  “we  will  Oe  delighted  to  serve 
you,  if  you  will  give  us  £500  a year”;  then  you 
would  have  had  something  to  pay  Income  Tax  on. 
We  are  very  much  obliged  to  you,  and  we  shall  havo 
to  consider  your  evidenoe  with  the  rest. — With'  re- 
gard to  the  Stead  Memorial  Fund,  do  you  wish  to 
have  any  evidence? 

20.132.  Do  you  wish  to  add  anything;  I did  not 
think  that  was  different? — I understood  you  only 
wished  to  have  one  witness,  and  it  is  entirely  akin 
to  ours. 

20.133.  Wo  have  all  read  the  two  papers  together. 
If  you  have  anything  further  you  want  to  draw  our 
attention  to,  pray  do  so? — Only  to  the  extreme  hard- 
ship of  it,  because  in  the  case  of  a lodge  which 
contains  20  beds,  and  cannot  on  that  cover  the  cost, 
the  assessment  is  rather  high.  It  has  to  pay  £20 
a year,  and  that  is  a very  serious  item. 

20.134.  Mr.  Pretyman:  That  is  on  one  lodge  alone, 
is  it? — On  one  lodge  alone  in  the  City  of  Worcester. 

20.135.  Do  you  pay  on  all  lodges? — All  that  are 

freehold.  Of  course,  in  the  case  of  the  rented  build- 
ings? Income  Tax  is  paid  by  the  occupier  but  de- 
ducted from  the  rent,  so  we  do  not  pay  for  the 

leasehold  ledges,  only  on  our  freehold  ones. 

20.136.  Of  course,  it  is  the  same  thing,  in  a way, 

is  it  not? — No;  if  it  is  deducted  from  the  rent  we 

pay  less  rent,  and  then  if  th'e  persons  to  whom  wo 

pay  the  rent  are  exempt,  of  course  they  get  it  back 
on  their  own  account.  In  those  oases  we  do  not 
pay ; but  wo  have  25  freehold  lodges,  and  in  the  caso 
of  the  Birmingham  Lodge,  over  £50  is  paid  in  In- 
come Tax ; at  Worcester  over  £20,  and  various  others. 

It  is  a very  hard  thing,  in  the  case  of  an  institution 
which  lias  to  have  a subscription  list,  and  is  con- 
stantly making  appeals  to  the  workers  and  members 
of  the  society,  who  are  not  well-off  people.  In  the 
old  days  of  the  law,  Income  Tax  was  not  so  much 
noticed,  but  with  the  heavy  Income  Tax  at  the 
maximum  rate,  6s.,  it  is  a very  serious  blow  to  the 
hostel  movement. 

20.137.  Mr.  Kerly.  We  are  very  much  obliged  to 
you,  Mrs.  Arbuthnot. — Thank  you,  sir. 
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Mr.  George  R.  Carter,  M.A.,  on  behalf  of  the  Labour  Party,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief:  — 

Evidence-in-chief  of  George  It.  Carter,  M.A.  (Editor 
of  Handbook  and  Guide  dealing  with  the  Income 
Tax  on  Wage-earners),  on  behalf  of  the  Labour 
Party. 

20,13d.  (1)  The  suggestions  for  reform  which  are 
made  in  this  Memorandum  can  be  divided  broadly 
into  three  sections,  first,  those  which  if  carried  out 
will  at  once  help  the  individual  taxpayer  more  equit- 
ably to  bear  his  proportion  of  taxation.  These  are  in 
the  nature  of  deductions  from  the  assessment  of  his 
income,  and  follow  the  line  which  is  recognized  in 
principle  by  the  Chancellor  of  the  Exchequer  in  his 
grant  of  the  allowances  for  wives  and  dependent 
relatives.  This  method  is  particulai’ly  suitable  for 
immediate  use,  because  the  wage-earners  are  bearing  a 
disproportionate  share  of  taxation,  and  individuals 
with  small  incomes  in  many  cases  are  being  seriously 
affected  by  having  to  pay  direct  taxes  when  they 
cannot  afford  it.  Further  suggestions  are  made  as 
regards  administration  and  general  policy  in  levying 
taxation  on  wage-earners. 

20.139.  (2)  With  regard  to  the  suggestions  for  im- 
mediate reform — at  the  present  time  the  exemption 
limit  must  broadly  be  determined  by  circumstances 
common  to  a group  of  individuals.  One  man 
may  have  to  support  himself  only,  while  another  may 
have  a number  of  others,  wife,  children,  invalids, 
relatives  all  having  a claim  to  support  from  his 
earnings.  The  allowances  already  made  do  not  go 
far  enough.  To  give  one  instance,  and  this  is 
typical,  much  to  the  concern  of  the  witness,  who  has 
had  to  deal  with  hundreds  of  cases — in  estimating  the 
ability  of  a citizen  to  pay  Income  Tax  no  account  is 
taken  of  sickness  or  maternity  expenses,  or  provision 
for  unemployment.  In  present  circumstances  it  is 
generally  admitted  that  provision  for  the  above  must 
be  made  while  in  health.  The  portion  of  the  income 
allotted  for  this  purpose  is  taxable.  These  instances 
serve  to  show  that  the  allowances  given  do  not  re- 
present a successful  attempt  to  deal  with  the  desirable 
and  necessary  expenses  which  are  common  to  a large 
number  of  people;  and  these  expenses  considerably 
and  necessarily  affect  the  income  of  the  person  con- 
cerned. The  lower  the  limit  of  income,  the  more 
glaring  the  injustice  of  the  arbitrary  figure  fixed  by 
the  Government  as  representing  “ statutory  ” income. 
Income  Tax  in  its  administration  admits  some 
enquiry  into  family  budgets,  and  “ outgo  ” is  to 
some  extent  brought  under  review  in  fixing  the 
“ statutory  ” income.  Thus  in  principle  and  practice 
Income  Tax  should  have  regard  to  individual 
circumstances.  The  extension  of  this  principle  leads 
to  reforms  of  first  importance  through  a gradual 
centering  of  the  attention  of  the  Government 
and  the  nation  on  the  conditions  of  life  and  its 
uncertainties.  So  that,  although  the  contribution  of 
those  with  small  incomes  is  in  the  aggregate  a small 
proportion  of  the  national  revenue,  the  effect  of 
direct  payment  and  the  incidence  of  direct  taxation 
is  far-reaching.  It  creates  a sense  of  responsibility 
and  need  for  enquiry  and  control  when  earned  wages 
are  taken  to  be  used  for  the  purpose  of  Government 
expenditure,  and  the  principles  of  economic  and 
political  expediency  have  bearing  on  the  question  of 
the  taxation  of  the  wage-earner.  It  is  suggested, 
therefore,  that  the  following  are  details  which  need 
immediate  attention  if  the  desirable  features  of  direct 
taxation  as  a democratic  system  are  to  be  preserved, 
and  unfair  indirect  taxation  abolished. 

20.140.  (3)  The  fixing  of  the  exemption  limit 
(and  if  so  fixing  the  abatement  at  the  same  amount) 
for  taxation  purposes  more  closely  in  relation  to  the 
conditions  of  life.  The  prices  of  necessary  commodi- 
ties— for  food,  clothing  and  shelter,  plus  a margin 
for  comforts — are  so  well  defined  that  a period  of 
three  months  ending  conveniently  in  each  year  could 
well  be  taken,  and  the  average  cost  of  commodities 
worked  out  for  that  period.  This  average  would  not 
necessarily  be  the  exemption  limit  for  taxation  pur- 
noses,  but  it  would  form  the  basis  for  fixing  that  limit. 
Throughout  the  whole  world  of  organised  labour  it  is 


strongly  felt  that  £250  is  the  figure  of  individual 
income  below  which  Income  Tax  should  not  be  levied. 
Allowing  for  the  relation  of  the  pre-war  limit  of 
£160  and  the  post-war  purchasing  value  of  money 
wages,  the  £250  is  only  a fair  basis  to  maintain 
efficiency  standards. 

20.141.  (4)  The  lowering  of  the  limit  at  which  the 
highest  taxation  ( Income  Tax  plus  Super-tax)  should 
be  borne.  At  present  this  limit  is  £10,000'  per 
annum — a much  kinder  treatment  to  the  wealthy 
than  is  the  limit  of  £130  per  annum  to  the  poor.  In 
1914^15,  the  most  typical  year  for  which  figures  are 
available,  the  number  of  persons  who  would  have 
been  liable  for  the  present  maximum  tax  was  2,561 ; of 
these  90  returned  an  income  exceeding  £100,000  per 
annum.  The  official  estimate  of  the  population  in 
1914  was  nearly  46,100,000.  The  gross  income  brought 
under  review  in  1915-16  was  officially  estimated  at 
£1,238,313,397.  The  average  family  in  1911  consisted 
of  4'50  persons.  From  these  data,  although  they  do 
not  coincide  with  regard  to  date,  it  is  possible  to  esti- 
mate the  average  income  of  a family  at  £150  per 
annum  pre-war  basis,  as  a working  estimate. 

The  figures  also  show  the  greatness  of  the  dispro- 
portion of  tax-bearing  income,  and  tbe  need  for  some 
adjustment  of  the  £10,000  maximum ; the  war  has 
increased  the  big  incomes. 

In  1914-15,  30,211  persons  in  the  United  Kingdom 
brought  under  review  for  Income  Tax  purposes  had 
incomes  over  £3,000  per  annum.  The  minority  is  so 
small  that  the  figures  of  £3,000  could  at  first  be  taken 
as  the  point  at  which  the  highest  taxation  would 
have  to  be  paid.  When  the  income  limit  was  lowered 
from  £160  to  £130  it  is  said  to  have  brought  within 
taxation  limits  nearly  two  million  persons — and  there 
was  hardly  a protest  considering  the  conditions. 

In  fixing  this  limit  the  requirements  of  the  State 
might  have  to  be  considered  as  having  the  main  claim 
upon  various  forms  of  social  rent  and  unearned  incre- 
ment ; they  are  considered  for  the  purpose  of  adjust- 
ing the  relations  between  earned  and  unearned 
income. 

20.142.  (5)  Wife’s  income  should  be  treated  sepa- 
rately. Earned  and  unearned  income  alike  of  wife 
received  other  than  from  the  husband  should  be 
treated  as  a separate  income,  and  be  exempted  or 
taxed  accordingly  under  a separate  assessment  for 
husband  and  wife. 

20.143.  (6)  The  assessment  of  “ income ” on  the  basis 
of  a family.  The  number  of  persons  an  income  has 
to  support  is  sparsely  recognized  in  the  allowances  for 
children,  wife,  and  dependants.  The  principle  should 
be  extended  to  make  the  income  to  be  brought  under 
assessment  stand  in  direct  relation  to  the  number  of 
persons  such  income  has  to  support.  The  fairness  of 
this  method  is  so  obvious  that  the  principle  has  been 
accepted  for  many  years  in  some  European  countries, 
outside  the  United  Kingdom,  where  Income  Tax  is 
collected.  Norway  furnishes  a good  illustration.  In 
that  country  persons  liable  to  taxation  are  divided 
into  (a)  those  who  have  no  one  to  support, 
e.g.,  companies,  etc.,  (b)  those  who  have  from  one  to 
three  persons  to  support,  (c)  those  who  have  four  to 
six  persons  to  support,  and  (d)  those  who  have  seven 
or  more  persons  to  support.  The  amount  of  income 
actually  taxed  is  in  proportion  to  the  liability  of  the 
taxpayer  as  expressed  by  those  classes.  Those  who 
are  counted  as  “ dependent  ” are  his  children  (own 
or  adopted),  his  parents,  brothers,  sisters,  and  other 
relations  and  connections  by  marriage  who  might  have 
a reasonable  claim  to  his  support.  In  one  form  or 
another  this  principle  of  the  taxation  of  a family. 
i.e.,  on  the  family  unit,  is  recognized  both  here  and 
elsewhere.  The  logical  conclusion  is  to  tax  family 
income  in  relation  to  the  number  of  persons  such 
income  has  to  maintain.  A useful  precedent  has  been 
created  by  the  system  of  State  allowances  for  depen- 
dants and  the  amounts  fixed  for  that  purpose  might 
be  the  amounts  allowed  as  rebates  from  payments 
of  Income  Tax  other  and  above  the  initial  £250 
individual  ixemption  limit. 

20.144.  (7)  Sick,  accident,  and  provident  contribu- 
tions of  any  kind  should  be  deducted  from  the  assess- 
ment. At  the  present  time,  as  has  been  stated,  no 
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allowances  are  made  for  contributions  for  payment  of 
sick  benefit  to  a trade  union,  Friendly  Society  or 
insurance  company.  These  contributions  are  part 
of  the  expenses  of  most  householders  with  small  in- 
comes, and  should  be  recognized  as  a necessary  and 
desirable  deduction  from  income. 

20,145.  (8)  A more  general  and  liberal  interpreta- 
tion of  “ expenses  necessarily  and  exclusively  incurred 
for  the  purposes  of  the  employment At  the  present 
time  there  is  general  dissatisfaction  with  the  narrow 
interpretation  placed  on  these  words,  and  the  varia- 
tions. in  practice  are  not  such  as  would  occur  if  local 
conditions  only  were  taken  into  account,  e.g.,  travel- 
ling expenses  to  and  from  work  are  a necessary  item 
of  expenditure  for  a wage-earner,  and  should  receive 
more  generous  and  uniform  treatment.  In  every  case 
where  travelling  expenses  are  necessary  to  take  a per- 
son to  his  place  of  employment,  and  such  expenses  are 
not  paid  by  the  employer,  there  should  be  an  allow- 
ance of  the  full  amount  paid.  With  regard  to  tools, 
clothes  and  other  items,  flat  rates  on  a minimum  basis 
should  be  definitely  fixed  and  notified  to  taxpayers 
through  trade  unions  and  other  organisations. 

The  present  flat  rates  have  been  fixed  by  bargaining, 
and  the  variations  made  have  been  those  which 
could  be  expected  where  the  last  word  lies  with  the 
Income  Tax  authorities.  Viva  voce  evidence  can  be 
submitted  showing  the  variety  of  the  allowances  now 
made.  The  employees  themselves  or  their  representa- 
tives should  have  more  voice  in  determining  these 
allowances  as  general  minima. 

20,146.  (9)  Insurance  premiums.  There  is  at  pre- 
sent a maximum  ratio  of  7 per  cent,  between  premium 
and  capital  sum  for  death  or  endowment  benefit 
Legally  a Surveyor  could  refuse  to  allow  a premium 
as  a deduction  from  an  Income  Tax  assessment,  if  the 
premium  was  more  than  7 per  cent,  of  the  amount 
insured.  The  provision  for  this  percentage  is  a practi- 
cal difficulty  as  far  as  quarterly  assessments  are  con- 
cerned, and  it  does  not  appear  to  be  adhered  to  in 
practice.  The  section  of  the  Act  should  be  repealed 
for  all  incomes  below  £700,  i.e.,  the  limit  fixed  for 
insurance  allowance.  Also  premiums  should  be  de- 
ductible by  statutory  right  whether  paid  in  periods 
less  than  one  year  or  not. 

20.147.  (10)  Trade  union  contributions.  The  full 
contribution  should  be  allowed  as  a deduction  from 
income.  Many  employers  can  and  do  charge  an  item 
for  contributions  to  an  employers’  association  by  in- 
cluding the  item  under  “ trade  expenses  ” in  their 
trading  accounts. 

20.148.  (11)  The  apportionment  of  children  allow- 
ance accoi-dmg  to  date  of  birth.  It  is  assumed  that 
the  same  principle  should  be  adopted  with  regard 
to  dependants  and  wife  allowances,  i.e.,  of  making 
the  allowance  in  proportion  as  the  maintenance 
has  been  incurred  in  one  whole  Income  Tax 
year.  No  allowance  for  the  year  1918-19  is 
made  if  a child  is  born,  in.  say,  May,  1918 
but  if  born  in  March,  i.e.,  before  the  6th  of 
April,  the  allowance  is  made.  It  is  true  that  16 
annual  allowances  finally  are  made,  but  as  circum- 
stances and  conditions  of  allowances  may  yary  so 
much  in  16  years  its  effective  meaning  is  un- 
certain. The  fairest  way,  in  the  case  of  small  in- 
clines, would  be  to  apportion  the  benefit  according 
to  the  time  dunng  which  a child  was  maintained 

l.“?yinCOD!,0  Tl“  year'  in  tho  year  to 

which  the  allowances  applies  to  give  3 months’ 
MWanoB  for  a child  born  in  January,  &c.  This 
should  apply  also  to  the  wife,  housekeeper,  and  de- 
fendant s allowances.  Also  a child  should  be  allowed 
for  whether  illegitimate  or  not. 

20  149.  (12)  The.  exemption  of  “ unearned  ” income 
no  to  a marginal . amount.  This  is  to  give  relief  to 
those  who  are  receiving  interest  on  their  small  savings 
unearned  income  in  such  cases  generally  repre- 
senting the  income  from  invested  saving’s  and  thrift 

j?9xSeSted  thab  alJ  “ imearned  ” ,IIC0Tne  below, 
say,  £25  per  annum  should  be  exempt,  e.o.,  rental 
or  an  owning-tenant’s  house  bought  bv  thrift. 

20.150.  (13)  Also  something  should  be  done  to  re- 
duce  the  'rntatmn  created  by  the  quarterly  tax  and 
lf.»  01  effects  upon  productive  efforts  of  the  wage- 


earner,  as  regards  over-time,  efficiency  and  other 
bonuses. 

20,151.  (14)  Administration.  The  wage-earner  finds 
himself  confronted  with  new  and  strange  difficulties 
in  presenting  his  case  for  Income  Tax  charges  and 
reliefs.  A number  of  these  difficulties  should  be  re- 
moved by  minor  changes  fn  administration  of  the 
quarterly  assessments.  The  changes  themselves  would 
also  introduce  essential  representative  methods  of 
assessment  and  collection.  The  following  are  the 
changes  suggested  under  this  head:  — 

1.  the  assessment  of  wages  annually  instead  of 

quarterly,  and  collection  modified  accord- 
ingly; 

2.  the  official  recognition  of  workers’  organisa- 

tions by  the  Inland  Revenue  authorities  for 
the  purposes  of  forming  tribunals  to : — 

(a)  fix  flat-rate  allowances  for  tools 

clothes,  and  other  expenses  in- 
curred for  the  purposes  of  the  em- 
ployment as  minima ; 

(b)  hear  appeals; 

(c)  exempt  necessitous  cases  from  legal 

proceedings  for  recovery  of  tax  bv 
summary  jurisdiction; 

(d)  decide  the  methods  of  notifying 

wage-earners  of  their  liability  for 
return  of  income  and  payment  of 
tax;  and,  in  this  connection,  to 
obtain  information  as  to  allow- 
ances which  should  be  claimed, 
and  to  make  other  allowances 
whether  claimed  or  not  on  a cer- 
tificate  from  a trade  union  ; 

(e)  certify  allowances  to  be  made  bv  the 

. . Surveyor  for  expenses,  <ftc.  ; 

(/)  to  prevent  the  loss  of  income  suffered 
by  the  wage-earner  in  attending  to 
deal  with  disputed  forms. 

“ suggested  that  the  tribunals  should  consist  of 
Tax  S iUmber  of  Distnct  Commissioners  of  Income 
concern!?  ’ epresentat,Tes  of  workers’  organisations 

JWote.^Tho  Finance  (No.  2)  Act,  1915,  section  28, 
sub-section  5,  already  provides  for  co-optation,  by  the 
S'?  Commissioners  hearing  appeals,  of  persons 

tt!r;°aSla“eade“f 06  fW  of 

20.152.  (15)  With  regard  to  the  more  general  gwes- 
tion  of  policy— assuming  some  form  of  licome  Tax  to 
be  the  fairest  and  most  efficient  machine  with  which 
“,3*  contributions  of  the  individual  for  State 
purposes-the  following  suggestions  are  made  as 
based86"11118  ^ 'meS  °n  "bicfl  ~ucf*  policy  could  be 

20.153.  (16)  The  extension  of  differentiation  and 

gladuation  and  the  abolition  of  indirect  taxation  on 
food  and  stomachs.  The  gradient  at  present  is  not 
steep  enough,  and  does  not  reach  " excess  income," 
thus  causing  a relatively  heavier  burden  on  small 
incomes.  At  present  its  minimum  exemption  point 
fll™  a .per“num  tllen  the  abatement 

all,i  M £120  and  not  £130  per  annum, 
and  should  be  £130),  which  should,  according  to  taxa- 
faon  principles,  represent  the  “ limit  of  subsistence.” 

he  word  subsistence  has  evidently  come  to  mean,  as 
regards  the  taxpayer,  the  bare  limit  of  income  which 
permits  of  existence  instead  of  striving  to  raise 
the  minimum  standard  of  life.  £130  per  annum. 
“J1*  Pre-war  standard,  would  be  £65  per 
annum.  Thus  25s.  a week  (pre-war  value)  is  the 
minimum  amount  fixed  on  which  it  is  estimated  to 
be  possible  to  feed,  clothe  and  shelter  an  individual. 

As  soon  as  the  individual  gets  Is.  a week  more 
(stdl  pre-war  standard  of  value)  he  is  considered 
capable  of  direct  contribution  to  the  Revenue  of  the 
country.  Some  responsible  estimates  have  even  based 
^d.10  as  sufficient  for  a.  man,  wife,  and  two  children, 
the  amount  fixed  as  the  limit  is,  therefore,  obviously 
r 1 rary  and  undoubtedly  on  the  low  side,  to  say  the 
least.  At  the  present  time  an  individual  who  has  an 
income  of  £131  per  annum  is  liable  to  pay  on  it  to  the 
' a " , £ , plus,  in  principle  preventing  higher 

Sudanis  or  luxuries,  and  leaving  him  to  "subsist." 

J T no  earns  more  he  must  pay  more,  or  get  married  and 
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have  children  (adopted  or  otherwise),  or  support  his 
aged  or  infirm  parents,  insure  his  life,  or  make  some 
arrangement  which,  from  a business  point  of  view, 
lowers  his  spending  power  more  than  if  he  sub- 
mitted quietly  to  taxation  on  the  gross  income.  What 
of  the  individual  with,  say,  £5,000  a year  ? He  would 
have  to  pay,  assuming  it  was  “ earned,”  at  6s.  in  the 
£ on  £5,000,  i.e.,  £1,500  and  Super-tax  £287  10s., 
thus  leaving  him  £3,212  10s.  per  annum  on  which  to 
subsist.  Taking  higher  incomes  still,  the  proportion 
would  vary  a little,  especially  if  part  of  such  higher 
income  were  “ unearned  ” ; but — and  this  is  the  point 
of  view  to  which  attention  is  drawn — there  is  no 
sumptuary  maximum  limit  of  “ subsistence ,”  or 
rather  “ living  conditions 

20.154.  (17)  The  fixing  of  a maximum  income 
seems  to  be  the  natural  and  logical  result  of  fixing  a 
11  subsistence  ” income.  The  first  step  in  the  process  of 
graduation  is  to  fix  that  maximum,  and  this  is  what 
the  increased  Super-tax  should  lead  to.  The  highest 
possible  rate  of  tax , say  19s.  in  the  £,  should  be  the 
pivotal  point  of  a system  of  graduation,  especially 
for  unearned  income  so  as  to  relieve  incomes  near 
the  limit  of  subsistence.  It  is  suggested  that  the 
limits  for  the  present  Super-tax  should  be  lowered 
and  all  income  above  these  figures  should  be  taxed  at 
a sharply  rising  scale,  especially  for  “ unearned.” 

The  existing  provisions  with  regard  to  “ marginal  ” 
income  to  apply  as  now — a person  to  have  the  choice  of 
paying  over  to  the  Income  Tax  authorities  the  margin 
which  makes  him  liable  for  a higher  rate  of  tax. 

20.155.  (18)  Unearned  Income. — The  above  relates 
chiefly  to  earned  income.  On  unearned  income  the 
rates  should  be  raised  and  the  present  state  of  affairs 
whereby  at  a certain  limit  earned  income  has  to  pay 
the  same  tax  as  unearned  income  should  be  altered  so 
as  to  develop  the  principle  of  differentiation.  Also 
attention  should  be  directed  to  securing  for  thle 
national  revenue  the  wealth  of  social  increment,  un- 
fair war  profits,  and  the  large  increase  of  interest,  all 
of  which  must  tend  to  depress  the  source  of  true 
national  wealth — including  national  revenue — viz., 
productive  effort.  As  things  are  moving,  an  increas- 
ing class  is  being  enabled  to  live  without  work  at  the 
expense  of  those  least  able  to  do  so.  Much  of  the  un- 
rest of  the  masses  is  probably  due  to  the  feeling  that 
the  proportion  of  burden  is  heavier  upon  them  and 
the  sacrifice  involved  greater  than  with  the  richer 
and  leisured  classes  receiving  large  sums  of  “ un- 
earned ” income. 

20.156.  (19)  As  regards  general  policy  for  applying 
direct  taxation  to  the  wage-earners,  subject  to  the 
considerations  indicated  above,  several  important  cir- 
cumstances might  be  noted.  These  are  selected  from 
the  witness’s  direct  experience  of  the  quarterly  assess- 
ment from  the  wage-earners’  point  of  view. 

20.157.  (a)  After  the  reduction  of  the  limit  of 
exemption  to  £130  the  quarterly  assessment  was  intro- 
duced without  sufficient  preparation.  A new  charge 
was  placed  upon  the  wage-earner  with  which  he  had 
formerly  been  unfamiliar,  in  too  abrupt  a fashion. 
The  system  has  not  yet  been  able  to  live  down  the 
irritation  created  by  the  circumstances  of  its  intro- 
duction. 

20.158.  (b)  The  wage-earner  has  been  unable  to 
appreciate’  as  should  be  done  that  direct  taxation  is 
more  desirable  than  indirect,  that  the  latter  concealed 
charge  is  more  burdensome  than  the  direct  tax.  The 
authorities  missed  a great  opportunity  of  educational 
work  among  the  masses  in  regard  to  matters  of 
national  finance  and  its  omission  has  left  a great 
legacy  of  suspicion,  misunderstanding,  and  irritation. 
Although  such  educational  work  may  be  against 
civil  service  traditions,  in  the  above  matter  it  is 
essential. 

20,150.  (c)  The  rise  of  “ nominal  ” wages,  that  is, 
cash  earnings,  subsequent  to  the  lowering  of  the  limit 
of  Income  Tax  has  made  many  liable  to  taxation  in  an 
almost  artificial  manner.  For  example,  “ war 
bonuses  ” were  added  to  a person’s  wage  not  to 
increase  the  real  value  of  the  earnings,  but  explicitly 
to  keep  wages  more  able  to  cover  the  advancing 
prices  of  commodities  and  the  costs  of  living.  The 
wage-earners  allege  that  a fictitious  or  nominal  ad- 
vance in  their  earnings  should  not  be  considered  as 
regards  their  relation  to  Income  Tax  limits, 


20.160.  (d)  The  Surveyors  of  Taxes  and  their  staff 
applying  the  quarterly  assessment  in  various  parts  of 
the  oountry  are  in  most  cases  anxious  to  assist  the  new 
taxpaying  wage-earner  with  information,  but  they 
do  not  always  appreciate  the  differences  of  this  new 
type  of  taxpayer  as  oompared  with  the  former  pro- 
fessional  man  or  trader  who  previously  received  the 
bulk  of  their  attentions.  For  one  thing  sufficient 
time,  staff,  and  accommodation  has  not  been  given 
to  the  Surveyors  of  Taxes  to  ensure  smooth  working 
of  the  system.  The  average  wage-earner  does  not 
appreciate  the  fact  that  the  Surveyor  of  Taxes 
administers  the  law  and  cannot  in  his  own  discretion 
deal  with  cases  of  hardship.  There  is  a sense  of 
injustice  or  irritation  where  a large  number  of 
aggrieved  persons  work  together.  Neither  do  the 
authorities  appreciate  always  the  actual  conditions 
of  life  and  work  among  the  industrial  wage-earning 
population. 

20.161.  (e)  Insufficient  provision  is  made  for  cases 
of  individual  hardship.  This  is  especially  the  case 
where  sickness,  unemployment,  casual  work,  death  of 
the  family  breadwinner  occurs,  &c. 

20.162.  (/)  Quarterly  assessment  is  deprecated  in 
many  cases  as  a system  of  class  legislation  whereby  the 
wage-earning  manual  working  class  is  set  apart  for 
differential  treatment  compared  with  other  sections 
of  the  community. 

20.163.  (g)  It  would  seem  an  advantage  if  the 
system  of  annual  assessment  was  adopted  so  that  the 
annoyance  of  receiving  assessments  and  communica- 
tions relating  thereto  four  times  a year  could  be 
avoided;  especially  as  in  many  cases  tax  is  due  and 
paid  in  one  or  more  quarters  although  through  unem- 
ployment in  the  fourth  quarter  the  whole  of  the 
amounts  paid  must  be  refunded,  allowing  for  adjust- 
ment on  the  annual  basis. 

20.164.  (h)  The  most  thrifty  section  of  the  wage- 
earners  has  been  irritated  by  the  fact  that  their 
former  thrift  in  say,  purchasing  a house,  accumulating 
small  savings,  or  a small  pension,  is  penalized  in 
that  such  prejudice  them  in  becoming  income 
charged  as  “ unearned  ” income.  It  is  rightly 
alleged  that  such  savings  as  the  wage-earner  manages 
to  obtain  after  a life-time  of  work  is  ‘ ‘ earned  ' ’ 
income  in  the  strictest  sense  of  the  word.  The 
original  method  of  charging  such  savings  at  the 
highest  or  standard  rate  leaving  the  wage-earner  to 
claim  repayment  at  the  rate  to  which  he  is  liable  has 
also  been  a source  of  considerable  irritation.  This 
taxation  of  unearned  income  is  particularly  objected 
to  where  it  is  received  by  say,  a wage-earner’s  wife 
from  a small  payment  of  interest  from  savings  in  a 
Co-operative  Society  or  savings  bank.  When  such 
interest  is  added  to  the  husband’s  earned  income  for 
taxation  purposes  thrift  is  directly  discouraged.  The 
6ame  applies  to  taxation  on  “ unearned  ” income  on 
the  net  annual  value  of  a house  purchased  after  years 
of  thrift  and  instalment  payments.  Some  means 
should  be  devised  to  encourage  rather  than  dis- 
oourage  these  desirable  forms  of  thrift.  The  irrita- 
tion resulting  as  above  would  only  be  increased  very 
much  were  any  attempt  made  to  tax  the  surplus  on 
mutual  trade  of  Co-operative  Societies.  Such  would 
be  a special  tax  on  what  is  with  many  working  people 
the  only  form  of  thrift  they  are  able  to  practise  and 
would  be  resisted  most  strenuously  by  the  masses  of 
the  working  population.  The  close  relation  between 
the  wage-earner  and  the  oo-operative  member  in  this 
matter,  especially  in  industrial  England,  should  not 
be  disregarded. 

20.165.  (i)  Where  extra  payment  is  received  for 
overtime,  efficiency  bonuses,  extra  effort,  &c.,  the 
additional  payment  should  not  be  taxed  on  the  full 
amount  received.  A deduction  should  be  made  from 
the  gross  earnings  as  representing  the  extra  intensity 
involved  in  obtaining  the  additional  earnings.  For 
example,  an  engine  driver  is  subject  to  tax  upon 
bonuses  received  for  economy  in  coal,  double  trips, 
or  good  running.  A miner  working  in  water  can  be 
charged  tax  on  the  extra  payment  made  for  this  dis- 
agreeable work.  Although  it  is  not  always  logical 
a disinclination  develops  among  the  wage-earners  who 
do  extra  work  “ to  pay  increased  taxation  through 
increased  intensity  of  effort.”  Sometimes  a wage- 
corner  is  also  assessed  under  Schedule  B or  Schedule 
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O,  on  account  of  side  lines  serving  as  supplementary 
income.  Rarely  is  the  net  income  of  any  consider- 
able amount  and  in  many  cases  great  irritation  is 
produced  in  assessing  the  same.  For  example,  a 
wage-earner  owning  a greenhouse  was  to  the  witness’s 
knowledge  assessed  under  Schedule  D on  the 
profits  of  tomatoes  produced  therefrom.  So  also  was 
a signalman  similarly  situated.  An  engineer 
who  in  any  spare  time  bred  poultry  was  assessed 
under  Schedule  B upon  the  small  plot  of  land 
used  for  the  purpose.  Although  technically  such 
assessments  are  strictly  lawful  it  is  repeatedly  em- 
phasized by  groups  of  wage-earners  who  have  become 
cognisant  of  these  facts  that  the  Inland  Revenue 
authorities  would  be  better  and  more  economically 
employed  in  tapping  a large  revenue  obtainable  in 
say  the  Excess  Proits  Duty.  A particular  example 
of  this  petty  annoyance  is  where  very  small  earnings 
from  part-time  work  in  connection  with  trade  union 
duties  are  made  subject  to  assessment,  even  although 
the  total  sum  involved  may  not  exceed  £1  in  the 
whole  year. 

20,166.  (j)  Uniformity  in  regard  to  allowances  for 
clothes,  tools,  boots,  travelling,  &c.,  i.e.,  “expenses 
incurred  necessarily  and  exclusively  for  the  purposes 
of  the  employment  ” is  not  always  applied  on  a satis- 
factory system  at  present.  The  flat  rates  should  ob- 
viously be  a minimum  as  they  are  the  result  only  of 
averaged  figures,  and  need  have  no  direct  relation 
whatever  to  the  heavy  essential  and  necessary  ex- 
penses incurred  by  the  wage-earner  directly  for  the 
purposes  of  earning  his  wages  at  his  particular  trade. 
With  the  advancing  level  of  such  necessary  expenses 
the  wage-earner  should  be  allowed  the  whole  amount 
of  reasonable  expenses  proved  to  be  incurred  for  the 
purposes  of  his  employment.  Suggested  provisions 
which  might  be  arranged  for  the  above  purpose 
include:  — 

1st.  uniform  flat  rates  of  allowances  for  expenses 
should  be  made  for  uniform  classes  of 
workers  based  upon  local  conditions  and 
regarded  as  minimum  deductions  due  to 
the  wage-earner  whether  claimed  formally 
or  not; 

2nd.  exceptional  expenditure  in  particular  trades 
or  cases  should  be  allowed  on  the  basis  of 
claim ; 

3rd.  a representative  committee  of  the  employees 
in  a particular  trade  and  locality  should 
be  consulted  as  an  advisory  body  in  regard 
to  allowances  for  expenses ; 

4 th.  the  stamp  of  an  organisation  representing 
the  wage-earners  should  be  taken  as  suffi- 
cient proof  of  the  genuine  character  of  the 
claim  for  allowances. 

20.167.  (&)  In  many  cases  the  wage-earner  is  not  in 
regular  receipt  of  income  through  fluctuations  in 
employment.  In  such  cases  provision  for  wage- 
earners  income  to  be  averaged  over  a longer  period 
should  be  developed. 

20.168.  (V)  The  line  of  demarcation  between  the 
class  of  “ weekly  wage-earners  employed  by  manual 
labour  ” and  subject  to  quarterly  assessment  and  the 
wage-earners  not  regarded  as  manual  and  therefore 
subject  to  annual  assessment  works  out  in  a very 
arbitrary  fashion  in  practice ; for  example,  a ticket 
collector  and  storekeeper  are  regarded  as  non-manual 
hilt  an  assistant  foreman  is  classed  as  a manual 
worker.  The  arbitrary  nature  of  the  demarcation  is 
more  evident  because  the  prejudice  is  against  making 
the  allowances  for  expenses  except  for  those  liable 
to  quarterly  assessment. 

20.169.  (m)  Experience  with  regard  to  complaints 
concerning  quarterly  assessments  reveals  a verv 
large  number  of  cases  where  invalid  members  of  work- 
ing class  families  are  directly  maintained  by  their 
immediate  relatives.  The  maintenance  of  such  in- 
vahds  is  extremely  expensive  and  some  recognition 
of  this  additional  expenditure  should  he  made  in 
the  allowance  for  dependants’  relatives  who  are 
confirmed  invalids. 

20.170.  (20)  As  regards  the  collection  of  tax  assessed 
quarterly  it  is  believed  that  the  instalment  systems  of 
payment,  especially  by  means  of  post  office  stamps  is  a 


great  facility,  and  thero  is  no  reason  why  these 
convenient  methods  of  payment  should  be  displaced 
oven  if  the  annual  system  of  assessment  is  substi- 
tuted for  the  present  quarterly  assessment.  At  the 
same  time  some  means  should  be  arranged  for  modi- 
fying the  present  “ summary  ” methods  under  which 
distraint  for  non-payment  can  lie  enforced.  It  is 
quite  certain  that  the  payment  of  the  tax  should 
remain  an  individual  matter  for  the  taxpayer.  De- 
ductions through  the  employer  would  be  greatly  re- 
sented if  only  on  grounds  of  privacy  and  the  differ- 
ences between  payment  for  taxation  purposes  and 
payments  for  health  insurance.  It  is  believed  also 
that  collection  should  he  entirely  in  the  hands  of 
nn  official  “ collector  ” serving  wholly  under  the 
Grown.  For  many  reasons  the  system  of  sub-collection 
by  workmen  from  their  fellow  employees  is  not 
desirable. 

[This  concludes  the  evidcnce-in-chir.f .] 


Labour  Party? — Yes. 

"rba^  way  have  you  been  instructed  on 
behalf  of  the  Labour  Party? — T was  requested,  a con- 
siderable period  ago,  to  attend  before  the  advisory 
committee  of  the  Labour  Party  dealing  with  trade 
and  finance,  in  order  to  consider  the  whole  question 
ot  the  policy  with  regard  to  certain  matters  regard- 
ing Income  Tax  upon  wages.  Since  that  period,  I 
have  advised  on  different  occasions  on  the  same 
matter,  and  within  the  last  three  weeks  I have 
received  a formal  request  on  their  behalf  to  appear 
before  the  Commissioners  here  to  give  evidence. 

20.173.  I want  to  know  first,  what  do  you  mean  by 
the  Labour  Pa.rtv?  You  do  not  mean  the  Parlia- 
mentary Labour  Party,  T suppose?— No,  the  organ- 
isation. I have  a letter  here,  if  you  would  care  to 
see  it  and  also  a telegram  that  has  been  sent  to  me 
and  to  the  Secretary  of  the  Commission. 

20.174.  Will  you  show  me  the  letter,  first?— If  I 
may  hand  this  in,  perhaps  it  will  confirm  mv  author- 
ity. 

20,175  This  is  the  telegram:  “Please  wire”  so 
a,  f?  acJ<l  to  your  evidence  that  it  is  given  on 
Sn  • £ tbe  .Labour  Party.”  Signed  “Davies.” 
Who  is  Mr.  Davies?— Alderman  Emil  Davies. 

-0,176.  What  is  Ms  official  position? — He  is  a 
member  of  the  Labour  Party  advisory  committee. 

20.177.  Has  there  been  any  resolution  as  to  your 
evidence.  T would  like,  if  you  will  allow  me,  to  make 
this  statement.  Is  it  material,  or  is  it  necessary,  that 
i should  before  this  Commission  give  particulars  of 
conferences  that  took  place  between  the  Labour  Party 
and  any  other  associated  bodies? 

20.178.  I am  only  asking  you  these  questions  in 
older  to  see,  first,  whom  it  is  you  represent,  and 
secondly,  to  what  extent  the  people  whom  you 
ultimately  represent  have  considered  the  matters 
which  you  are  putting  before  us?— If  you  please  ; only 
1 asked  the  question  for  the  reason  that  I have,  within 
the  last  three  weeks  on  request  made  to  me,  attended 
a pint  conference  at  which  the  whole  question  was 
discussed  ; and  I would  like  to  know  whether  the 
arrangements  and  suggestions  and  instructions  given 
there  are  treated  as  private  to  that  joint  conferenca 
or  whether  I am  at  liberty  or  desired  to  disclose  them. 

* o/mn  re^&i>e  to  that  conference  alone. 

JO, 179.  What  you  are  at  liberty  to  disclose  is  entirely 
a matter  for  you.  If  you  do  not  desire  to  answer 
questions  that  I put  to  you,  please  say  so? — It  is  no 
desire  not  to  answer  them,  but  a question  of  whether 
1 am  authorized  to  go  into  the  details  of  how  these 
suggestions  contained  in  my  evidence-in-chief  have 
been  arrived  at.  I should  like  you  to  consider  that 
telegram,  and  ako  the  correspondence  that  is  in  the 
possession  of  the  Secretary,  ns  explaining,  as  far  as 
ln_m-7  POWGr  to  do  so,  the  circumstances  under 
which  I appear  here. 

. 20.180.  Mr.  Walker  Clark:  Is  the  Labour  Party 
the  T.L.P.?— No. 

20,181  iJ/y.  May  : I submit  that  Mr.  Carter  appears 
on  behalf  of  the  organised  Labour  Party,  of  which 
Mr.  Arthur  Henderson  is  the  Secretary,  and  which 
consists  of  the  trade  unions,  trade  councils  and  social 
organisations  throughout  the  country. 
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20.182.  Mr.  Kerly : Is  th'at  so,  Mr.  Carter? — That 
is  so. 

20.183.  Do  not  imagine  that  I am  disputing  your 
right  to  appear;  I only  want  to  know ?— Exactly.  If 
you  will  pardon  me,  the  point  I had  in  mind  was  this. 

I did  not  wish  to  disclose  the  manner  in  which  these 
resolutions  have  been  arrived  at,  but  I am  perfectly 
at  the  disposal  of  the  Commission  to  explain,  as  far 
as  lies  in  my  power,  the  official1  basis  of  my  appearing 
here,  which  I take  it  is  explained  by  that  telegram 
and  letter,  and  also  to  explain,  as  fully  as  I possibly 
can,  my  views,  and  to  develop  what  is  stated  in  my 
e vidence-i  n-chief . 

20.184.  Now,  without  discussing  the  proposals  that 
you  put  before  us,  I want  to  be  sure  that  I under- 
stand them.  Before  the  war,  a man  with  a wife  and 
three  children  was  exempt  if  he  had  £190  a year ; that 
is  £160  exemption,  and  three  children’s  allowance  of 
£10  each? — Yes. 

20.185.  What  you  propose  is  that,  again  taking  the 
man  with  a wife  and  three  children,  he  should  have, 
first,  an  exemption  allowance  of  £250  ? — As  exemption 
and  abatement  limit. 

20.186.  Yes;  I am  getting  at  the  exemption  limit 
on  your  footing  for  a man  with  a wife  and  three 
children.  What  exemption  for  the  wife  do  you  sug- 
gest?— At  least  £50. 

20.187.  Do  you  say  £50,  or  more  than  £50? — At 
least  £50. 

20.188.  Why  “ at  least  ”?  Is  it  to  vary  ?— Because 
of  this  reason.  When  the  allowance  for  the  wife  is 
spoken  of  as  £50,  really  the  advantage  to  the  tax- 
payer of  that  £50  is  not  the  value  of  £50,  but  the 
amount  of  the  tax  upon  £50.  Assuming  it  to  be  say, 
at  the  rate  of  2s.  3d.  in  the  £,  the  saving,  or  the  in- 
creased purchasing  power,  left  with  the  taxpayer  is 
not  £50,  but  50  times  2s.  3d.  So  that  I submit  that 
to  speak  of  the  taxpayer  as  having  a £50  allowance 
for  his  wife  is  misleading  and  a misnomer. 

20.189.  Of  course  we  all  know  what  we  are  talking 
about.  We  are  talking,  not  of  the  amount  of  tax 
which  is  excluded,  but  the  amount  of  taxable  income 
which  is  excluded  ?— Exactly ; therefore  when  you  ask, 
when  I consider  £50  as  a minimum,  or  when  I state 
£50  at  least,  what  I mean  by  that,  I relate  it  im- 
mediately to  the  relative  position  of  a married  man 
maintaining  a wife,  as  compared  with  the  relative 
position  of  a single  man  who  has  not  a wife  to  main- 
tain. In  such  comparison,  £50  at  least  should  be  the 
amount  of  allowance  added  to  the  exemption  limit. 

20.190.  Will  you  tell  me  whether  you  suggest  that 
in  any  event  the  extra  allowance  for  the  wife  should 
be  more  than  £50? — In  cases  where  a wife  is  an  in- 
valid, for  example — and  a large  number  of  cases  of 
that  kind  do  arise — it  should  certainly  be  increased. 

20.191.  We  will  deal  with  sickness  allowances,  and 
so  on,  subsequently.  How  much  do  you  ask  for  each 
of  the  three  children? — The  present  allowance  of  £40 
for  one  child,  and  also  an  allowance  of  £25  for  other 
children  beyond  the  first,  should  be  maintained  as  a 
minimum. 

20.192.  Three  children  will  be  an  additional  £90? 
Yes,  £90  as  a minimum  which  certainly  should  be 
maintained.  A good  deal  of  discussion  has,  since  the 
granting  of  the  £40  for  the  first  child,  centred  upon 
tiie  question  as  to  whether  a differentiation  should  be 
made  between  the  first  and  subsequent  children — why 
each  child  should  not  be  allowed  at  the  same  rate  of 
£40. 

20.193.  Cannot  you  follow  me?  I said  I did  not 
want  to  discuss  the  matter;  I only  wanted  to  get  a 
statement  of  what  you  were  proposing? — Yes. 

20.194.  Please  do  not  make  me  a speech  on  every 
item  in  your  paper,  when  we  are  enumerating  what 
the  items  are.  In  addition  to  this,  you  suggest  that 
if  a man  has  made  savings,  he  should  be  allowed  his 
income  on  those  savings  up  to  a certain  figure.  1 - 
that  figure  £25,  or  is  it  more? — As  the  point  arises 
mainly  and  with  most  urgency  in  connection  with  the 
savings  that  a man  invests  in  the  form  of  house  pur- 
chase, I relate  it  to  the  average  annual  value  of  a 


dwelling-house  for  one  man,  and  as  such  a figure,  I 
suggest  £25. 

20.195.  The  answer  is  £25.  There  are  no  other 
fixed  allowances  that  you  ask  for,  beyond  those,  but 
there  are  various  other  contingent  allowances,  depen- 
dent upon  the  matters  which  you  have  mentioned,  in 
paragraphs  7,  8,  9,  and  10  of  your  memorandum ; for 
instance,  sick,  accident,  and  provident  contributions 
are  to  be  deducted;  insurance  premiums,  if  paid,  are 
to  be  deducted;  trade  union  contributions  are  to  be 
deducted;  I think  those  are  all  that  are  specified. 
Do  you  notice  that  the  figures  that  you  have  given 
now  come  to  £415?  So,  as  against  a pre-war  exemp- 
tion of  £190,  you  now  suggest,  in  the  case  where  there 
are  savings,  an  allowance  of  £415  before  any  Income 
Tax  is  payable  at  all?— Your  figures  are  quite  correct, 
but  I would  suggest  you  must  introduce  an  adjust- 
ment, owing  to  the  decreased  value  of  money. 

20.196.  I am  coming  to  that;  I only  want  to  get  the 
figure.  In  addition  to  that  £415,  there  are  various 

exemptions  that  I have  enumerated— sick  fund,  trade 
union  contributions,  and  insurance  premiums— which 
will  increase  the  £415  in  appropriate  cases,  lou .also 
suggest  that  the  desirable  end  is  that  there  should  be 
no  other  tax  except  the  Income  Tax.  Is  that  right. 
—Personally,  I believe  that  the  most  democratic  form 
of  taxation  is  direct  taxation ; not  necessarily  Income 

^ 20  197.  What  other  form  of  direct  taxation  than 
Income  Tax  have  you  in  mind?— Various  other  forms 
ot  direct  taxation,  some  of  which  are  applied  at  pre- 
sent additional  to  Income  Tax. 

20.198.  What  are  they — Death  Duties;  what  else. 
--Various  direct  charges  upon  persons  in  the  form  ot 
Excise  duties.  There  are  charges  that  are  made  in 
the  nature  of  sumptuary  charges. 

20.199.  What  are  they?— Say  the  charge  upon 
maintenance  of  men-servants. 

20.200.  Licences,  you  mean  ?— Licences. 

20  201.  They  are  a very  trifling  amount  at  present, 
are  ’they  not?— But  a very  lucrative  source  of 
Revenue ; I mean  a possibly  very  lucrative  source  of 

R 20202.  Very  well.  You  suggest  that  as  a possibility. 
But’ do  you  follow  that  if  you  are  going  to  raise  the 
whole  revenue  of  the  country  by  direct  taxation,  and 
you  are  going  to  exempt  incomes  up  to  £415,  you  are 
going  to  exempt  an  enormous  proportion  of  the  com- 
munity from  any  payment  towards  the  expenses  of 
carrying  on?— I am  not  prepared  to  admit  that  the 
aim  of  taxation  is  to  see  that  everyone  contributes, 
but  rather  that  everyone  contributes  according  to 
their  ability  to  pay. 

20  203.  That  is  not  at  all  an  answer  to  my  question. 
Do  you  appreciate  that  if  you  have  direct  taxation 
only  and  such  an  exemption  as  I have  indicated,  you 
are  going  to  exempt  from  any  contribution  towards 
the  taxation  of  the  country  the  enormous  majority 
of  its  citizens?— If  such  did  happen  incidentally,  1 
do  not  believe  it  would  prejudice  the  position,  because 
I think  that  if  such  did  occur,  it  would  simply,  be 
incidental  to  securing  the  best  aim  of  taxation, 
namely,  to  make  the  levy  rest  upon  those  who  are 
most  able  to  bear  it. 

20.204.  Have  you  considered  whether,  with  such  an 
exemption,  it  would  be  possible  to  raise  the  national 
revenue  that  is  necessary? — Judging  by  the  returns 
of  revenue  and  the  returns  of  incomes  assessed  to  tax, 
and  also  judging  by  the  millions  of  people  at  present 
below  the  really  very  low  rate  of  wages  compared 
with  the  cost  of  living,  I believe  it  is  possible. 

20.205.  I do  not  at  the  moment  follow  your  reasons? 
—For  example,  I take  it  that  during  the  war.  the 
number  of  people  with  large  incomes  has  increased 
very  greatly. 

20.206.  Why  do  you  take  that? — I take  it,  for  one 
example,  from  the' published  statistics;  some  of  them 
of  the  Inland  Revenue  themselves,  some  from  other 

sources that  the  war  has  resulted  in  an  increase 

in  the  number  of  large  incomes. 

20.207.  Can  you  give  me  any  calculation  from  pub- 
lished figures? — I think  you  will  find  some  of  these 
figures  ?n  the  evidence  presented  before  this  Corn- 
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20.208.  If  you  have  no  analysis  of  figures  applying 
to  this  case,  we  will  leave  that,  and  do  it  for  our- 
selves. Your  proposal  for  raising  the  revenue  that 
will  be  necessary,  really  depends  on  what  you  say 
in  paragraph  17:  that  you  would  tax  the  highest 
incomes  by  a much  steeper  graduation,  going  up  to, 
say,  19s.  in  the  £? — If  it  is  assumed  that  a sump- 
tuary limit  of  income  is  desirable  in  the  interests 
not  only  of  economy  but  of  Revenue,  I certainly 
think  that  the  graduation  should  be  steeper  at  a 
much  lower  limit  than  the  one  which  at  present  rules. 

20.209.  It  is  your  proposal,  is  it  not,  to  raise  the 
necessary  money  by  a steep  graduation  of  the  larger 
incomes,  going  up  to  19s.  in  the  £?— Yes,  “ pivoted  ” 
on  this  as  indicated  in  my  paragraph  17,  on  the 
ground  that  the  marginal  value  of  money  to  a person 
decreases  as  the  amount  of  it  increases ; that  a very 
rich  person  misses  far  less  a larger  rate  of  tax,  than 
does,  say,  a relatively  poor  person  a smaller  rate 
of  tax. 

20.210.  It  is  a question  of  degree,  is  it  not? It  is 

a question  of  progressive  rate  of  taxation  and  gradua- 
tion.  It  is  a question  not  of  how  much  the  person  pays, 
but  of  how  much  the  person  has  left  as  free  income 
after  he  has  met  his  various  necessary  liabilities.  I am 
speaking  from  the  very  large  number  of  really  hard 
and  necessitous  cases  that  I have  come  across  in  the 
course  of  the  last  two  years,  of  wage-earners,  not 
seeking  to  avoid  their  share  of  taxation,  but  really 
necessitous  cases  where  the  tax  that  they  have  had 
to  pay  has  injured  their  social,  let  alone  their 
economic  efficiency;  whereas  in  the  case  of  an  ex- 
tremely rich  man.  if  he  lost  the  whole  of  his  income 
beyond,  we  will  say,  £10,000.  it  would  not  have  the 
same  relative  effect  upon  his  social  and  economic 
efficiency,  and  it  would  be  more  in  conformity  with 
Adam  Smith’s  main  canon  of  taxation,  namely  pay 
ment  according  to  ability  to  bear  sacrifices. 

20.211.  Hare  you  considered  how  far  such  an 
extreme  taxation  of  the  large  incomes  would  tend  to 
prevent  those  large  incomes  occurring? — I take  it  that 
a very  large  proportion  of  the  large  incomes  consist 
of  unearned  income;  that  is,  they  are  not  earned  by 
direct  personal  productive  effort.  Therefore  to  tax 
that  income  which  is  not  earned  by  such  effort,  can- 
not injuriously  affect  either  the  effort  or  the  pro- 
duction resulting  from  it;  because  the  direct  effort 
employed  to  raise  the  unearned  income  is  nil. 

, 20>212-  Yo"  say  you  “take  it.”  Am  I to  under- 
stand  that,  you  assume  it  is  so,  or  that  you  have 
studied  the  matter,  and  are  able  to  indicate  to  us  to 
what  degree  the  larger  incomes  are  earned  or  un- 
earned?—-I  have  endeavoured  to  obtain  the  best 
possible  source  of  information,  both  in  the  matter  of 
The  views  ol  various  economists,  the  public  statistics, 
and  my  owj  observations  on  the  matter,  and  I arn 
prepared  10  say,  as  a general  statement— as  a 
generalization,  at  any  rate,  that  the  larger  incomes 
derived  from  unearned  sources  are  not  the  result  of 
direct  productive  effort:  and  that  the  nearer  one  gets 
to  sheer  earnings  from  effort,  that  is  to  wages,  the 
more  °ne  ge]«  to  the  result  of  direct  personal  produc- 
tive effort.  The  higher  one  gets  in  income,  the  nearer 
one  gets  to  the  various  forms  of  rent  and  social  incre- 
ment, the  more  one  gets  away  from  direct  productive 
effort,  or  personal  effort  on  the  part  of  the  recipient 
of  the  income. 

20,213.  Of  courso  there  is  no  question  as  regards 
wages;  they  are  all  the  result  of  direct  effort;  we  do 
not  need  any  discussion  about  that.  The  question 
is  when  you  get  up  to  incomes  of— we  will  take  your 
own  limit  of  £3,000  a year.  Now  I want  to  know 
what  material  you  have,  apart  from  any  personal 
opinion  which  may  be  a vague  impression,  for  sup- 
posing that  the  incomes  above  £3,000  a year  in  this 
country,  are  for  the  most  part  unearned  incomes,  and 
not  the  result  of  personal  effort ?— First  on  these 
grounds,  if  I may  give  two  examples.  The  larger  the 
income  of  a person,  generally  speaking,  the  more  able 
he  is  to  accumulate  a surplus  in  the  form  of  capital 
for  investment.  The  recipient  of  the  small  income 
rarely  has  a surplus  left  above  the  amount  needed 
to  meet  his  immediate  and  essential  needs.  He  can- 
not  build  up  a surplus  fund  which  we  call  capital 
yielding  an  unearned  income.  The  richer  the  indi- 
vidual m regard  to  income  beyond  this  necessary 
amount  of  income,  the  greater  the  facility  with  which 


he  builds  up  his  surplus  from  which  unearned  income 
is  received.  That  process  proceeds  at  a cumulative 
rate. 

20.214.  That  is  the  reasoning  on  an  a priori  ground. 

I had  hoped  for  some  statistical  reasoning? A 

second  example  is  this.  During  the  war,  the  process 
of  mortgaging,  first,  second,  and  so  on,  not  necessarily 
of  material  capital,  but  in  many  cases  of  credit  has 
enabled  a large  number  of  people  to  obtain  unearned 
income,  nor  necessarily  upon  a basis  of  material 
assets,  but  by  the  very  prodigal  method  of  inflation 
of  credit.  For  example,  I am  given  to  understand 
that  in  certain  cases,  by  a first,  second,  or  third  mort- 
gage of  assets,  holding  after  holding  can  be  obtained 
in  the  War  Loan,  not  representing  outlay  or  the 
placing  at  the  disposal  of  the  State  of  new  monev. 
That  simply  means  a multiplication  of  the  charges  on 
the  State  in  Ihe  form  of  interest,  and  of  the  receipt 
oy  that  particular  recipient  of  amount  after  amount 
of  unearned  income. 

20.215.  Do  I understand  that  to  mean  that  the 
same  bulk  of  assets  can  be  mortgaged  three  or  four 
times  over,  money  raised  to  three  or  four  times  its 
mortgageable  margin  of  value,  and  War  Loan  ob 
tamed  for  each  of  those  sums;  so  that  in  effect  the 
people  who  arc  fortunate  enough  to  be  able  to  mort- 
gage  this  asset  have  been  able  to  get  several  times 

its  value  in  War  Loan  without  paying  for  it? I 

have  had  that-  stated  to  me  by  an  individual  in  the 
course  of  the  last  month. 

20.216.  But  do  you  believe  it? — Judging  by  the 
proportion  which  the  published  returns  of  new  money 
paid  to  the  Exchequer  out  of  various  loans  bears 
to  the  conversion  of  former  advances,  and  of  credit 
inflations  to  real  assets,  I feel  that  I am  bound  to 
believe  it. 

20.217.  I see  in  a statement  which  has  been  put 
forward  by  other  representatives  of  workers  a sug- 
gestion that  they  ought  not  to  pay  any  Income  Tax 
in  respect  of  what  they  earn  by  working  overtime 
or  for  extra  effort.  Do  you  seriously  suggest  that 
if  a man  works  harder  or  works  longer  and  so 
increases  his  income  or  adds  to  his  savings  he  ought 
not  to  be  charged  Income  Tax  in  respect  of  that?-- 
1 do  not  suggest  that  any  income  should  be  exempted 
from  tax  solely  on  account  of  the  manner  in  which 
it  is  earned ; but  I do  suggest  that  it  would  be  an 
advantage  to  the  nation  and  to  national  economy 
it  some  reduction  upon  the  amount  of  the  assess- 
ment so  laid  could  be  given  from  the  gross  re- 
ceipt in  respect  of  overtime  or  efficiency  bonus 
or  charges  of  that  kind.  I believe  it  would  pay 
the  State  as  well  as  encourage  a person  to  put 
forward  extra  effort  at  those  periods  of  the  day 
when  he  is  most  exhausted  in  the  course  of  his 
work.  It  is  hardly  right  that  such  extra  effort  to 
obtain  extra  remuneration  should  not  receive  some 
recognition  in  the  form  of  it  being  taxed  at  a net 
ratio  rather  than  at  the  present  gross  amount. 

20.218.  Why  that  particular  form  of  recognition  : 
a man  gets  his  extra  payment  and  he  generally  gets 
payment  for  overtime  at  a greater  rate,  does  he  not? 
—As  a matter  of  action  arising  out  of  human  nature 
it  seems  hardly  defensible  always  on  logical  grounds ; 
but  a person’s  inducement  or'  incentive  to  do  this 
extra  work  is  seriously  prejudiced  by  the  fact  that 
oftentimes  it  may  just  bring  him  above  the  limit  of 
exemption  For  example,  it  is  not  always  the  actual 
amount  of  earnings  that  comes  into  question,  but 
the  question  as  to  whether  the  small  odd  amount 
brings  him  over  a limit  of  exemption,  or  whether 
but  for  that  odd  amount  he  would  have  remained 
below  the  limit  of  exemption. 

20.219.  Then  we  are  to  take  it  that  so  reluctant  are 
the  workmen,  whom  you  are  at  this  moment  repre- 
senting to  contribute  towards  the  expenses  of  carry- 

v.n  u 6 that  they  will  not  earn  money,  of 

which  by  far  the  greater  proportion  will  go  ' into 
their  own  pocket,  because  some  part  of  it  will  go  into 
the  coffers  of  the  State?— I would  like  to  point  out 
that  in  suggesting  the  relation  of  taxation  to  pro- 
ductive effort  I do  not  apply  it  by  any  means  to  a 
workman  ” alone.  I apply  it  to  every  form  of 
productive  effort.  The  more  a charge  is  upon  per- 
sonal productive  effort,  the  more  likely  is  the 
incentive  to  production  to  be  reduced ; but  I ex- 


MINUTES  OF  EVIDENCE. 


993 


24  October,  1919.] 


Mr.  George  R.  Carter. 


[ Continued . 


plicitly  wish  to  state  that  I do  not  believe  that  this 
is  human  instinct  which  is  peculiar  to  what  you 
convey  by  the  term  “ workman.”  I believe  it  is 
common  to  every  individual. 

20  220.  I used  the  expression  “ workman  ” because 
I understood  you  appear  for  the  Labour  Party?— 
But  the  Labour  Party  is  not  a party  of  workmen 
alone  or  of  wage-earners  alone.  For  example,  very 
many  members  and  some  of  its  Parliamentary  repre- 
sentatives are  not  workmen  in  the  sense  in  which 
vou  use  the  term.  _ 

J 20  221.  Mr.  Synnott : Taking  the  point  that  Mr. 
Kerlv  referred  to,  payment  in  respect  of  overtime  and 
proficiency  bonus  and  extra  effort,  you  say  that  should 
not  be  taxed.  Do  you  seriously  suggest  that  there 
is  any  class  of  the  community  outside  those  that  you 
represent,  who  would  be  hindered  from  that  extra 
effort  and  that  aim  at  higher  efficiency,  by  the  idea 
that  in  earning  that  increased  amount  they  would 
be  liable  to  extra  tax?— I suggest  that  the  experience 
of  the  economic  development  of  Turkey,  as  a glaring 
example,  shows  that. 

20.222.  Do  not  tell  me  about  Turkey.  Tell  me  about 
England?— I suggest  that  the  experience  of  every 
taxation  system  in  the  world  shows  that  taxation  of 
the  result  of  effort  tends  to  diminish  the  desire  to 
put  forward  that  effort,  and  that  such  is  not  peculiar 
to  any  particular  class  of  the  community  whatsoever. 
When  I suggest  in  this  memorandum  that  efficiency 
bonuses  and  payments  for  extra  work  and  overtime 
should  have  some  recognition,  I do  not  mean  that  the 
whole  of  the  income  therefrom  should  be  exempt,  but 
that  some  recognition  should  be  made  of  the  fact 
of  extraordinary  efforts  or  circumstances  involved. 

I have  one  example  now  in  my  mind.  A man  works 
up  to  the  waist  in  water,  or  water  drops  down  on  his 
back  while  he  is  working;  he  receives  an  extra 
allowance — you  may  call  it  a water  allowance  for 
that.  It  is  felt  as  a hardship  that  money  earned 
under  conditions  should  be  taxed  at  the  gross  amount 
of  the  receipt.  It  is  felt  that  some  additional 
allowance  should  be  made.  In  proof  of  the  fact  that 
tho  principle  is  recognized,  when  machinery  is  run 
double  time  the  owner  of  the  machinery  receives  an 
additional  allowance  for  wear  and  tear. 

20.223.  That  is  because  there  is  more  wear  and 
tear? — Equally  so  with  a man  who  works  in  water. 

20.224.  You  put  that  as  a principle  and  you  apply 
it  to  where  there  is  a limitation  of  hours,  and  so  on ; 
but  if  it  is  a good  principle  it  should  be  applied 
all  round.  How  are  you  going  to  apply  that  to  the 
professional  class,  some  of  whom  work  for  14  or  15 
hours?  You  cannot  apply  it  all  round,  can  you? 

I would  not  like  to  say  that  the  Inland  Revenue 
authorities  could  not  devise  some  means  of 
applying  it. 

20.225.  You  have  no  means  to  suggest  to  us?  Take 
your  own  principle — if  you  apply  the  principle  to 
the  higher  incomes.  Your  point  is  that  effort  ceases 
if  Income  Tax  is  imposed  upon  it.  Is  not  that  ten 
times  as  true  where  you  have  the  tax  up  to  50  per 
cent,  of  the  income? — Yes,  but  I have  already  stated 
that  I consider  that  the  larger  incomes  which  should 
and  would  suffer  this  high  rate  of  graduated  tax  are 
not  the  result  of  direct  productive  effort. 

20.226.  You  have  stated  so,  and  I ask  you  if  you 
have  figures ; I shall  be  very  glad  to  see  them  because 
I only  want  to  get  at  the  truth.  If  you  have  any 
figures  to  prove  that,  will  you  kindly  produce  them 
as  a separate  memorandum? — Yes. 

20.227.  But  I want  to  know  on  that  point,  do  you 
include  mental  effort,  the  result  of  education,  in- 
telligence, and  so  on  as  effort  at  all? — Most  certainly. 
T would  think  it  extremely  undesirable  to  separate 
them  from  manual  efforts. 

20.228.  When  you  are  making  out  your  memoran- 
dum will  you  kindly  allow  for  that  sort  of  effort 
in  respect  of  the  higher  incomes? — Yes,  but  I have 
in  mind  the  various  forms  of  rent  which  are  strictly 
unearned  and  bear  no  relation  to  effort. 

20.229.  You  have  made  some  statement  with  regard 
to  figures.  I have  here  before  me  the  returns  supplied 
to  this  Commission  by  the  Inland  Revenue,  and  I find 
this.  T will  give  you  the  reference.  It  is  in  Table  I of 
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Appendix  No.  11.  The  total  taxable  income  of  persons 
from  £130  a year  to  £200  a year,  which  would  include 
the  wage-earners,  but  does  not  include  persons  who  pay 
any  Income  Tax  at  all,  was  530  millions  a year.  The 
total  amount  of  taxable  income  from  all  persons  from 
£2,500  a year— that  is,  below  your  £3,000 — up  to  and 
over  £100,000  a year  is  417  millions,  which  is  consider- 
ably less.  1 need  not  pursue  that,  but  I could  go  on  to 
other  figures.  Now,  with  regard  to  ability  to  pay.  Do 
you  suggest  that  the  typical  father  of  a household,  for 
whom  your  figure,  I think,  after  allowing  the  abate- 
ments, was  £410— that  is,  a man  with  wife  and  three 
children— has  no  ability  to  pay  anything  in  direct 
taxation? — So  long  as  the  present  cost  of  living  rules 
and  the  prices  that  are  charged  for  necessary  things 
like  food,  house-room,  clothes  and  boots,  and  allowing 
for  incidentals  like  sickness,  a man  in  such  a position 
is  most  deservedly  exempt  from  tax. 

20.230.  But  do  you  say  he  has  no  ability  to  pay?— 

I believe  also  he  is  necessarily  exempted  from  tax  if 
his  social  and  economic  efficiency  as  a citizen  and  a 
producer  is  to  be  maintained. 

20.231.  You  base  that  on  the  fact  that  the  £250  is 
the  limit  of  subsistence  wage  for  a bachelor  wage- 
earner.  Is  that  your  proposal? — I cannot  accept  the 
word  “subsistence.” 

20.232.  It  is  the  word  that  was  put  before  us  by 
several  other  representatives  of  organisations?  I 
cannot  put  that. 

20.233.  Reasonable  subsistence?— No. 

20  234.  What  is  vour  limit? — I do  not  think  any 
system  of  taxation  should  be  built  up  on  the  idea  of 
taxing  a man  on  what  is  not  essential  for  him  to 
“exist”  or  “subsist.” 

20.235.  That  is  the  point  that  I am  putting  to 
you?— I believe  the  basis  should  be  what  is  necessary 
to  the  man  or  to  the  average  family  to  maintain  his 
social  and  economic  efficiency,  and  I believe  that  to 
erect  a system  of  taxation  where  tax  is  levied  upon 
what  is  kbove  sheer  subsistence  is  wrong. 

20.236.  I will  put  it  in  your  own  way.  £250  is  the 
minimum  limit  for  social  and  economic  efficiency.  Is 
that  so?— I do  not  believe,  allowing  for  present  prices 
and  the  fall  in  the  value  of  money,  that  £250  is  too 

20.237.  Do  you  apply  that  all  round?— Yes. 

20.238.  To  all  wage-earners? — To  all  classes  of 

earned  income  receivers.  . , 

20.239.  All  wage-earners? — Included  as  part  ot  the 
general  classes  of  income  receivers. 

20.240.  Do  you  apply  it  to  agricultural  wage- 

earners?— To  all  classes  of  wage-earners. 

20.241.  Do  you  apply  it  to  agricultural  wage- 

earners? — Yes.  „ 

20.242.  Then  have  you  considered  it  it  was  so 

applied  what  the  increased  cost  of  production  would 
be? But  cheap  labour  is  inevitably  dear  labour. 

20.243.  Have  you  considered  it?— I have  con- 
sidered it,  and  I 'have  come  to  the  conclusion  that  it 
does  not  necessarily  follow  that  the  cost  of  produc- 
tion goes  up  as  wages  rise. 

20.244.  Is  that  your  proposition?  Do  you  suggest 
seriously  that  the  price  of  the  necessities  of  life  has 
no  relation  to  the  wages  necessary  for  the  production 
of  those  necessities?— I do  suggest  that  wages  should 
at  least  cover  as  a minimum  wage  the  cost  of  sub- 
sistence, and  I believe  that  prices  can  and  do  rise  tor 
reasons  quite  unconnected  with  costs  of  production. 

20.245.  You  say  that,  but  you  do  not  follow  my 
second  proposition.  Have  you  or  your  body  con- 
sidered what  the  effect  of  your  minimum  subsistence 
and  social  economic  efficiency  wage  would  be  on  the 
production  of  the  necessaries  of  life?— I have  con- 
sidered it,  and  I consider  that  the  efficiency  of  the 
labourer,  of  the  worker,  manual  and  mental,  in- 
creases with  the  better  class  of  labour  and  the  rate 
of  wages  paid;  cheap  labour  is  inevitably  dear 

lfi20ll246.  Mr.  Kerlv : You  answer  by  an  abstract 
proposition  suggesting  a particular  tendency  Mr. 
Svnnott  asks  vou  how  far  is  that  represented  bv 
figures  ? — The  figures  of  production  of  the  various 
industries  show  that  those  industries  wh’ch  are  the 
sweated  industries  paving  the  lowest  wages  are  the 
most  inefficient.  I do  not  think  any  figures  are 
needed  to  prove  such  a self-evident  fact. 
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20.247.  If  Mr.  Synnott  will  allow  me  for  one 
moment,  I will  tell  you  tliat  I am  totally  unac- 
quainted with  any  such  figures  with  regard  to  agricul- 
ture; on  the  other  hand,  I seem  to  remember  from 
mv  economic  reading  that  there  is  a different  prin- 
ciple with  regard  to  agriculture;  there  is  a law  of 
diminishing  returns?-  Which  applies  also,  I take  it. 
to  mining  and  to  quarrying  and  to  fisheries. 

20.248.  I do  not  know  about  mining,  but  do  you 
suggest  that  if  you  were  to  treble  the  wages  of  an 
agricultural  labourer  he  would  produce  so  much  in 
consequence  of  his  better  standard  of  life  that  the 
farmer  employing  him  would  be  able  to  sell  his  pro- 
duce as  cheaply  as  at  present?— I believe  a more 
efficient  class  of  labourer  would  be  attracted'  to  the 
land,  and  that  the  farmer  would  be  obliged  to 
develop  more  efficient  methods  of  production,  that 
might  in  many  cases  cause  a fall  in  the  cost  of 
production. 

20.249.  You  say  a fall.  You  have  got  to  bring  your 
agricultural  labourer  up  to  £415  a year  or  something 
of  the  sort,  which  a witness  yesterday  accepted  as 
about  what  you  have  got  to  do.  Do  you  suggest  that 
by  any  conceivable  increase  in  efficiency  the  labourer 
could  produce  food  so  that  its  price  would  not 
normally  rise? — Yes,  I do. 

20.250.  If  the  price  rises  you  get  the  whole  vicious 
circle  again;  the  exemption  limit  has  got  to  go  up 
as  well? — But  that  is  assuming  that  wages  is  tht 
only  factor  which  enters  into  the  selling  price  of  a 
commodity,  whereas  you  know  from  your  experience 
that  in  many  cases  commodities  are  sold  at  a figure 
which  bears  no  relation  whatsoever  to  their  labour, 
or  in  some  cases  even  total  cost  of  production. 

20.251.  Mr.  Synnott:  That  is  why  I confine  mv 
question  to  agriculture,  about  which  I do  know 
something.  Do  you  suggest  that,  if  the  wages  of  the 
agricultural  labourer  were  doubled  or  trebled,  the 
gross  produce  from  agriculture  would  be  doubled  or 
trebled,  by  any  conceivable  means?  Will  you  answer 
me  yes  or  no?  Have  you  considered  the  question? 
—I  believe  that  a rise  in  agricultural  wages  would 
increase  agricultural  efficiency ; so  also  does  the  Agri- 
cultural Wages  Board. 

20.252.  Mr.  Kerly : Mr.  Carter  will  not  answer 
questions. — I wish  to  answer ; I am  endeavouring  to 
do  so. 

20.253.  But  you  are  not  able  to  answer  a question 
except  by  expressing  your  belief  in  an  abstract  pro- 
position.— The  question  put  to  me  is  a general  ques- 
tion in  itself. 

20.254.  No,  it  was  with  reference  to  a definite 
figure. 

20.255.  Mr.  Synnott. : It  was  only  with  reference 
to  a definite  figure.  I notice  at  the  end  of  paragraph 
2 you  say  that  in  the  case  of  direct  taxation:  “ It 
creates  a sense  of  responsibility  and  need  for  enquiry 
and  control  when  earned  wages  are  taken  to  be  useil 
for  the  purpose  of  Government  expenditure,  and  the 
principles  of  economic  and  political  expediency  have 
bearing  on  the  question  of  the  taxation  of  the  wage- 
earner  ”? — Yes. 

20.256.  I take  it  that  is  a suggestion  to  this  Com- 
mission, is  it  not— that  we  should  act  under  a sense 
of  responsibility  and  have  regard  to  these  economic 
effects?  You  do  suggest  that? — Most  decidedly. 
The  interests  of  the  country  should  be  considered. 

20.257.  That  cuts  both  ways,  does  it  not?  Have 
you  considered  at  all  whether  the  relieving  of  what 
probably  would  be  a large  body  of  voters  altogether 
of  direct  taxation  would  tend  to  economy  in  the 
svstem  of  government?  You  desire  public  economy, 
do  you  not? — Provided  indirect  taxation  of  foodstuffs 
were  remitted  and  removed ; I believe  it  is  vitallv 
undesirable  to  maintain  indirect  taxation  of  food- 
stuffs. 

20.258.  Economy  in  public  expenditure,  other 
things  being  equal,  would  enable  you,  to  the  extent 
of  that  economy,  to  reduce  indirect  taxation,  would 
it  not? — That  is  true. 

20.259.  You  must  desire  that  there  should  be  an 
economic  Government  if  indirect  taxation  is  reduced, 
do  you  r*ot? — Tha';  is  so. 

20.260.  Do  you  tbink  that  the  relief  of  taxation 
of  the  millions  which  your  scheme  suggests  would 
result  in  a more  economic  Government? — I hardly 


consider  that  that  is  putting  the  matter  in  its  right 
light,  because  you  leave  out  of  consideration  so  many 
questions.  J 

20.261.  I would  not  have  asked  you  the  question 
if  you  had  not  brought  it  on  yourself  by  making  this 
suggestion  that  we  should  oonsider  the  political  and 
economic  effects? — But  while  admitting  that  direct 
taxation  is  the  fairest  and  I believe  the  most 
economical  and  efficient  method  of  all  taxation,  I 
would  not  be  prepared  to  admit  that,  in  order’  to 
get  at  some  kind  of  direct  tax,  you  therefore  must 
make  the  limit  of  exemption  sufficiently  low  to  attain 
that  end. 

20.262.  Mr.  Mark a : On  the  question  of  the  collec- 
tion of  the  tax,  you  say,  in  paragraph  14  (1) : “ The 
assessment  of  wages  annually  instead  of  quarterly, 
and  collection  modified  accordingly.”  What  do  you 

mean  by  “collection  modified  accordingly.”? I am 

very  pleased  you  raise  that  point,  for  this  reason. 
My  experience  is  that  the  system  of  quarterly  collec- 
tion is  a great  convenience  to  the  wage-earner, 
especially  as  it  enables  him  to  make  his  payments  in 
certain  cases  weekly,  while  the  annual  assessment  is 
desirable,  if  only  to  take  the  tremendous  burden  of 
correspondence  off  the  various  Inland  Revenue  de- 
partments. What  I mean  by  the  modification  of  the 
collection  is  that  the  sums  would  bo  assessed  annually, 
the  amount  due  would  be  ascertained  on  an  annual 
basis,  and  demanded  from  the  wage-earner  accord- 
ingly. At  present  a man  assessed  annually  in  a sense 
pays  his  tax  in  arrear  a longer  period  than  the 
person  who  is  assessed  quarterly. 

20,263.  Is  he  assessed  at  the  beginning  of  the  year 
or  on  an  average  of  three  years,  or  what? — Where 
a person  is  now  assessed  quarterly  he  pays,  say, 
during  the  first  quarter  owing  to  his  being  liable; 
for  the  second  quarter— through  fluctuation  of  em- 
ployment which  is  a big  factor  in  the  wage-earner’s 
life,  through  being  out  of  work  or  some  similar  reason 
reducing  earnings— he  is  not  liable  for  tax.  In  the 
third  quarter  his  liability  oomes  on  again  and  he 
pays.  In  the  fourth  quarter  it  may  be  off.  The 
whole  business  of  collection  in  that  way  being  based 
upon  a quarterly  assessment,  should  be  modified  so 
that  where  the  assessment  is  made  annually  the 
charge  should  not  actuallv  lie  against  the  wage- 
earner  until  it  is  shown  that  he  is  liable  for  it  on 
the  basis  of  the  whole  year.  At  present  a man  is 
liable  for  tax,  or  at  least  charged  with  tax,  on  a 
quarterly  assessment,  when  owing  even  in  some  cases 
to  death,  on  an  annual  basis  there  would  he  no  legal 
liability,  taking  £130  per  year  as  a basis,  for  tax 
upon  that  person. 

20,264.  Would  it  meet  your  views  if  the  suggestion 
which  has  been  made  to  iis  were  adopted,  namely, 
that  the  tax  should  be  deducted  at  some  flat  rate 
from  the  wage-earner’s  wages  week  by  week,  and 
that  he  would  be  given  some  certificate  of  payment 
which  would  enable  him  to  go  to  the  Surveyor  or 
other  officer  at  the  end  of  the  year  or  stated  period, 
and  have  the  correct  amount  due  from  him  to  the 
Government  assessed? — That  would  always  pre-ume 
that  the  wage-earner  or  the  person  concerned  would 
ultimately  have  some  tax  liability.  The  other  alter- 
native suggestion  that  can  he  made  is  that  a certain 
sum  might  he  charged  as  a flat  rate,  as  you  suggest, 
on  the  wage-earner,  hut  left  as  his  own  property  to 
his  credit,  say,  as  on  a savings  bank  book.  It  would 
encourage  thrift  incidentally;  it  would  be  his  own 
money  at  his  disposal  in,  say,  some  post  office  savings 
book  or  savings  bank  arrangement,  and  liable  to  he 
charged  with  a deduction  equal  to  the  amount  of  tax 
which  at  the  end  of  the  year  he  is  shown  to  be 
subject  to. 

20.265.  Mr.  Kerly : That  is  just  the  same  thing, 
is  it  not? — Except  this,  that  all  the  difficulties  con- 
nected with  claims  for  repayment  would  be  obviate^. 

20.266.  Mr.  Marks:  I think  you  would  only  shift 
the  difficulties,  but  I do  not  think  that  is  imnortant, 
because  you  will  agree  it  is  only  a question  of 
machinery  between  your  suggestion  and  that  which 
I put  to  you?— Yes.  If  T might  draw  your  attention 
to  it,  the  Chancellor  of  the  Exchequer  has  promised 
new  machinery  for  this  method  of  repayment. 
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20.267.  I had  that  in  mind. — So  it  evidently  is  a 
thing  necessary  to  be  considered. 

20.268.  Mr.  Kerly : That  seems  to  me  to  be  quite 
a valuable  suggestion,  if  that  would  meet  the 
workers’  objection  to  deduction  by  the  employer — 
that  the  deduction,  as  I understand,  is  to  be  made  at 
a flat  rate,  the  sum  is  to  bo  carried  to  the  credit  of 
the  particular  worker,  and  accumulated  against  his 
liability,  if  any,  to  Income  Tax? — It  would  be  a nice 
little  nest  egg  for  the  wage-earner  to  meet  the 
eventualities  of  sickness.  It  might  encourage  thrift. 
It  would  be  savings  at  the  disposal  of  the  nation, 
and  the  « age-earner  would  always  feel  that  it  was 
there  to  meet  the  tax,  or  for  other  purposes.  If  the 
tax  liability  did  not  arise  it  would  not  suffer  any 
deduction  against  him  in  favour  of  the  State;  it 
would  relieve  the  Income  Tax  authorities  of  some  of 
the  tremendous  burden  of  work  that  they  are  under- 
taking at  present  in  quarterly  assessments  which  is 
honestly,  I believe,  on  an  absolutely  uneconomic 
basis.  I believe  the  State  is  losing  money  on  the 
work  involved  in  the  collection;  and  I do  not  think 
the  burden  of  work  that  is  placed  on  the  Surveyors 
is  fair. 

20.269.  It  is  a new  suggestion,  and  it  seems  one 
which  might  be  very  useful. 

20.270.  Mr.  Marks : Then  in  regard  to  what  Mr. 
Synnott  asked  you.  A very  large  number  of  voters 
voters  would  be  exempt  from  any  taxation  under 
your  scheme;  I take  it  you  do  agree  with  the  old 
canon  that  there  should  be  no  taxation  without 
representation  ? — Yes. 

20.271.  But  you  do  not  agree  that  there  should  be 
no  representation  without  taxation? — Some  of  these 
questions  are  dangerous  to  answer  directly.  The 
point  I want  to  make  is  that  I believe  indirect  tax- 
ation of  foodstuffs  and  necessaries  should  be  remitted ; 
its  unfairness  is  quite  obvious,  it  is  a tax  on  the 
stomach.  It  taxes  the  widow  equally  with  the 
millionaire;  it  is  an  obviously  rotten  system  of  tax- 
ation. 

20.272.  Let  us  accept  that  you  object  altogether 
to  indirect  taxation  on  foodstuffs? — I believe  that 
if  such  indirect  taxation  was  taken  off  there  would 
be  more  justification  then  for  increased  direct  taxa- 
tion by  Income  Tax,  and  it  would  be  accepted  more 
willingly  by  the  mass  of  the  people,  not  merely  the 
wage-earners.  It  is  not  the  wage-earners  only  who 
are  affected  in  this  matter,  but  I believe  that  direct 
taxation  would  be  accepted  with  better  feeling  by 
the  whole  of  the  population,  and  it  would  be  a 
democratic  development  in  taxation. 

20.273.  Mr.  Kerly:  You  are  not  getting  within  a 
hundred  miles  of  the  question  that  is  put  to  you. 
You  were  not  asked  anything  about  indirect  taxa- 
tion. 

20.274.  Mr.  Marks : May  I put  it  like  this : that 
you  would  accept  a statement  that  there  should  be 
no  representation  without  taxation  provided  that 
the  taxation  were  only  direct  taxation? — And  pro- 
vided that  taxation  was  equitable  in  its  nature; 
that  is  the  point.  I do  not  think  it  would  be  fair 
to  accept  any  taxation  without  the  qualification  that 
it  was  equitable. 

20.275.  Mr.  Kerly : You  mean  provided  that  taxa- 
tion exempted  all  those  people  who,  you  say,  should 
be  exempted  because  they  have  not  sufficient  income? 
— Provider!  that  taxation  did  not  trench  upon  the 
amount  of  income  essential  to  maintain  the  social 
and  economic  efficiency  of  every  citizen,  manual  or 
brain  worker. 

20.276.  Then  you  would  have  representation  with- 
out taxation,  putting  it  your  way,  where  the  voter 
is  too  poor  to  pay  taxes,  according  to  your  view? — 
Not  necessarily. 

20.277.  That  is  right,  is  it  not? — I do  not  think 
it  follows  necessarily;  because  the  wage-earner  pays 
a great  deal  of  contribution  towards  the  State,  for 
example,  through  local  rates. 

r 20,278.  Sir  W.  Trower : That  is  not  the  State? — 
Towards  the  maintenance  of  the  fabric  of  the  State. 
I would  not  for  one  moment  try  to  distinguish 
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between  the  parts  of  the  State  as  central  and  local ; 
and  also  that  the  average  individual,  whether  or  not 
he  is  exempt  from  Income  Tax  at  present,  is  also 
exempt  from  all  other  forms  of  taxation. 

20.279.  Mr.  Marks : You  say  that  a very  large  pro- 
portion of  higher  incomes  are  derived  from  unearned 
sources,  and  it  was  put  to  you  that  the  same  proposi- 
tions as  to  the  deterrent  to  production  which  hold 
with  low  wage-earners,  also  apply  to  the  earners  of 
large  incomes  ? — To  the  earners  of  large  earned 
incomes. 

20.280.  Would  you  accept  the  proposition  that  as 
far  as  large  earned  incomes  are  concerned,  very  high 
taxation  on  them  would  destroy  the  incentive  to 
accumulation  from  those  incomes? — If  taxation 
reached  this  point  of  deterrence,  I agree. 

20.281.  Suppose  a man  had  an  income  of  £100,000, 
and  you  tax  it,  as  you  suggested,  at  19s.  in  the  £, 
that  would  leave  the  man  with  £5,000  a year.  That 
is  the  fact,  is  it  not? — I believe  that  the  earned  in- 
come— 

20.282.  Well,  I despair;  you  will  not  give  me  a 
direct  answer  ; so  I will  not  ask  you  any  more  ques- 
tions?— It  probably  would  have  the  same  deterrent 
effect  upon  him  as  it  would  have  upon  the  recipient 
of  a smaller  income;  but  it  would  still  leave  the  man 
with  a larger  income  to  maintain  himself  and  his 
family. 

20.283.  Mr.  Graham : One  or  two  questions  were 
asked  you  with  reference  to  the  capacity  in  which 
you  appear  to-day  before  the  Commission.  Am  I 
correct  in  supposing  that  the  Labour  Party  is  a very 
comprehensive  body  of  trade  unions  and  all  manner 
of  associations  and  congresses  and  trade  councils, 
and  so  on,  and  that  some  time  ago  it  appointed  at 
headquarters  advisory  committees  on  education, 
finance,  trade,  and  other  subjects,  and  that  your 
evidence  to-day  is  the  result  of  efforts  on  the  part  of 
the  advisory  committee  dealing  with  trade  and 
finance? — The  whole  train  of  the  evidence  originated, 
I believe,  in  an  advisory  committee  of  that  character. 

20.284.  That  advisory  committee  contains  repre- 
sentatives of  the  Executive  of  the  Labour  Party, 
members  of  the  Parliamentary  Labour  Party,  and 
one  or  two  others  who  have' specialized  in  subjects  of 
this  kind? — That  is  so. 

20.285.  In  your  large  movement,  the  number  in  the 
aggregate  of  bodies  included  being  some  millions  of 
members,  you  would  agree  at  once  that  uniformity  of 
policy  with  regard  to  taxation — Income  Tax  in  parti 
cular — is  not  to  be  expected.  There  is  a very  largo 
difference  of  opinion  within  the  movement  itself? — 
Yes,  as  regards  the  details  of  application,  but  not 
always  as  regards  the  general  principles. 

20.286.  I am  coming  to  principles,  but  there  is  a 
good  deal  of  difference  of  opinion,  for  example,  with 
reference  to  a limit  for  Income  Tax  purposes? — The 
remarkable  feature,  I think,  is  the  uniformity  with 
which,  on  this  question  of  limit,  they  regard  £250 
as  the  minimum.  Otherwds©  there  is,  of  course,  a 
good  deal  of  variation  in  opinion  as  regards  both 
detail  and  principle. 

20.287.  You  would  agree,  would  you  not,  with  this 
proposition,  that  the  Labour  Party  stand  for  direct 
taxation,  as  far  as  possible,  provided  you  safeguard 
the  minimum,  and  that  the  loss  which  would  result 
from,  say,  a generous  minimum  or  limit  for  the  pur- 
poses of  Income  Tax,  should  be  met  by  stiffer  taxation 
of  the  higher  grades.  Is  that  a correct  statement? — 
Exactly ; and  in  support  of  that,  is  the  fact  that  in  a 
large  number  of  meetings  of  wage-earners  themselves 
in  many  districts,  they  often  lay  more  emphasis  upon 
the  removal  of  indirect  taxation  of  foodstuffs  and 
necessaries  than  they  do  upon  the  alleviation  of  direct 
taxation. 

20.288.  And  it  has  been  commonly  argued  for  years 
in  the  movement  that  if  indirect  taxation  wrere  much 
easier  than  it  is  to-day,  there  would  not  be  the 
slightest  objection — other  things  being  fair  and 
reasonable — to  Income  Tax  or  direct  taxation,  down 
to  quite  a low  sum? — That  is  quite  true.  The  feeling 
is  not  against  direct  taxation  per  se,  but  the  feeling 
is  that  where  the  limit  of  income  is  low,  and  barely 
meets  the  needs  of  th©  individual,  direct  taxation  and 
indirect  taxation  cannot  be  stood  together,  especially 
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while  the  rates  of  both  are  advancing  at  the  same 
time. 

20.289.  You  make  a proposal  in  your  paper  that 
money  earned  by  extra  effort,  particularly  in  occupa- 
tions which  are  highly  injurious  to  health,  should  re- 
ceive some  preferential  treatment  as  regards  taxa- 
tion?— Should  not,  at  any  rate,  be  taxed  at  the  gross 
amount  of  that  extra  earning.  I have  not  been  able 
to  get  absolute  substantiation  of  it,  but  I understand 
that  in  certain  coalfields,  and  in  certain  other  cases, 
a deduction  from  the  gross  earnings  from  such  extra 
eflort  has  already  been  granted  in  principle. 

20.290.  Is  it  not  the  case  that  what  is  really  behind 
that  request  is  a desire  to  improve  the  position  of  the 
worker  in  industries  which  make  an  enormous  drain 
upon  health  and  strength,  and  in  which  the  industrial 
life,  so  to  speak,  of  the  worker  is  comparatively  short? 
That  is  the  class  you  have  in  view,  is  it  not? — 
Exactly.  It  is  the  cases  where  the  extra  earnings  are 
obtained  by  an  extra  intensity  of  effort  that  is  a 
drain  upon  the  physical,  social,  and  economic 
efficiency  of  the  worker  himself. 

20.291.  And  one  of  the  suggestions  is  that  that 
might  be  recognized  by  some  easier  form  of  taxation? 
— By  allowing  at  least  a deduction  off  the  gross 
amount  received  for  such  extra  effort. 

20.292.  One  or  two  questions  were  asked  you  with 
reference  to  increased  wages  and  production.  The 
principle  which  you  are  arguing  is  simply  the  old 
principle.  It  is  true  of  all  economic  industry  that 
very  low  wages  are  no  economy,  and  no  real  gain  to 
any  state;  in  short,  that  cheap  labour  is  dear  labour, 
in  the  long  run  ? — I think  that  all  practical  experience 
and  also  practical  employers  will  bear  out  that. 

20.293.  Then  you  were  asked  for  figures  or  illustra- 

tions of  cases  in  which  conditions  had  been  improved 
which  had  led  to  increased  production.  Is  it  not  the 
case  that  there  is  a great  deal  of  evidence  in  the  so- 
called  sweated  industries — chain-making,  lace- 

making, and  one  or  two  others,  which  were  investi- 
gated in  this  country,  to  the  effect  that  when  condi- 
tions were  improved  the  production  greatly  in- 
creased?— Exactly,  and  also  the  relative  position,  say, 
of  the  highly-paid  engineering  trades,  as  compared 
with  a sweated  trade  like  nail-making. 

20.294.  That  is  really  the  principle  which  you  were 
trying  to  bring  out  under  cross-examination  by  Mr. 
Synnott  ? — Exactly. 

20.295.  You  used  the  phrase  “ unearned  sources,” 
and  you  suggested,  on  behalf  of  the  Labour  party, 
something  resembling  penal  taxation,  if  I may  so 
describe  it,  on  those  very  large  incomes.  Is  it  the 
case  that  what  the  Labour  movement  has  in  mind  in 
connection  with  those  incomes  is  really  a large  sum 
which  accrues  annually  to  people  as  the  result  of  what 
is  really  monopoly  in  the  State;  that  is,  their  in- 
terests in  what  is  a combine  or  a trust  or  a monopoly 
oi  a more  or  less  powerful  character  ? — It  arises 
essentially  in  the  nature  of  an  economic  rent,  of  an 
increment  that  is  due  to  no  earnings  or  personal  effort 

the  recipient,  but  rather  of  the  community,  which 
:s  prejudiced  again  by  the  fact  that  this  charge  of  un- 
earned income  is  levied  upon  their  efforts. 

20.296.  You  have  seen  the  Report  of  the  Committee 
on  Trusts,  and  various  books  on  that  question? — Yes. 

20.297.  I think  it  is  a fact,  is  it  not,  that  the 
Labour  movement  has  taken  considerable  interest  in 
that  from  the  point  of  view  of  the  very  large  income 
of  a monopolistic  character  which  flows  to  a limited 
class  of  the  community  ?— Exactly,  and  I believe  that 
such  surplus  that  arises  in  the  nature  of  events  from 
such  monopoly  is  the  most  prejudicial  form  of  un- 


earned income  in  relation  to  the  community  and  also 
the  best  field  for  the  activities  of  the’  taxation 
authorities. 

20.298.  In  short  it  comes  to  this,  that  to  a large 
extent  the  proposal  to  penalize,  by  way  of  taxation 
these  enormous  incomes,  is  simply  another  way  ol 
getting  back  for  the  people  what  has  been  taken  from 
tliein  under  a monopoly  existing  and  operating  within 
the  State? — Exactly;  and  incidentally  it  protects  the 
community  at  large  from  the  operation  of  such  mono- 
polies. 

20.299.  But  a clear  distinction  is  drawn  between 
that  class  of  incomes  and  a large  income  which  may 
be  earned  by  a man  of  exceptional  ability  or  talent  f 
— Exactly. 

20.300.  There  can  be  no  confusion  on  that  issue- 
there  is  a clear  distinction  between  a gain  from 
monopoly,  and  a reward  for  exceptional  skill  or 
ability  ? — Exactly. 

20.301.  You  have  already  dealt  with  the  attitude 
of  the  workers  to  the  quarterly  assessment.  Could 
you  give  us  any  information,  in  the  light  of  your 
experience,  which  I believe  was  in  an  industrial 
district,  regarding  difficulties  in  connection  with 
travelling  expenses.  Have  you  any  constructive  pro- 
posal to  make  on  that  head?— Yes.  The  practice 
of  Surveyors  of  Taxes  in  this  matter  is  not  uniform. 
I hat  is  one  of  the  main  sources  of  grievance.  Only 
last  night  I had  two  men  present  to  ask  them  per- 
sonally their  experience  in  this  matter.  Those  two 
men  came  from  the  same  works  and  district;  one  man 
was  allowed  the  travelling  expenses  to  and  from  his 
work;  the  other  man  was  not  allowed  them.  In 
certain  districts  men  will)  not  be  allowed  the  amount 
of  the  cost  of  travelling  to  and  from  their  work,  even 
although'  it  is  a distance  which  is  prohibitive  as 
regards  walking,  while  at  the  same  time,  in  other 
districts  men  are  allowed  even  the  cost  of  upkeep  of 
cycles.  A most  important  point  I would  like  to  bring 
before  the  Commission  is  this.  In  many  cases  travel- 
ling to  work  is  a direct  advantage  as  a means  of 
prevented  absenteeism.  A man  walking  to  work  on 
a winter  s morning  is  drenched  to  the  skin  very  often 
when  he  arrives  here.  Surveyors  of  Taxes  may  say 
the  men  can  walk  to  work,  but  it  is  an  advantage  to 
the  man’s  efficiency,  and  it  is  an  advantage  to  the 
country,  if  the  man  can  travel  to  work  and  have  his 
travelling  expenses  allowed  as  a necessary  part  of  his 
employment. 

20.302.  Mr.  Kerly : I think  you  need  not  pursue 
this.  I may  tell  you  that  personally  I think  travelling 
expenses  to  a man’s  work  should  be  part  of  his  work- 
ing expenses,  and  I think  we  should  all  be  of  that 
view ; only  it  would  be  difficult  of  application. 

20.303.  Mr.  Graham : As  a result  of  your  experi- 
ence  in  an  industrial  district,  would  you  say  that  the 
existing  system  as  regards  Income  Tax  among  the 
workers  is  contributory  to  industrial  unrest? — During 
the  investigation  of  the  Commission  on  Industrial 
Unrest,  I think  you  will  find  that  it  was  stated  by 
witnesses  before  that  Commission,  in  a number  of 
districts,  in  particular  Yorkshire  and  South  Wales, 
that  it  was  one  of  the  causes.  The  reason  is  not  so 
much  that  the  men  are  averse  from  contributing  their 
share  towards  the  Revenue  of  the  country,  but  rather 
the  circumstances  under  which  this  new  form  of  tax- 
ation was  introduced.  Without  sufficient  preparation 
without  any  kind  of  educational  policy,  it  was  simply 
placed  down  upon  the  community,  bringing  in  at  least 
two  million  additional  taxpayers  without  as  much  as 
‘‘by  your  leave”;  while  at  the  same  time  the 
obvious  fact  is  open  to  everyone  that  the  huge 
accumulations  of  war  profit,  offering  a tremendous 
source  of  revenue  for  the  country,  remain  untaxed 
in  anything  like  a sufficiently  adequate  proportion. 

20.304.  Mr.  Kerly : We  are  obliged  to  you  for  your 
evidence. 
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TWENTY-NINTH  DAY, 

Wednesday,  5th  November,  1919. 


Present  : 

LORD  COLWYN  (in  the  Chair). 


Sir  T.  P.  WHITTAKER. 

Mr.  BRACE. 

Mr.  PRETYMAN. 

Sir  E.  E.  NOTT-BOWER. 

Sir  J.  S.  HARMOOD-BANNER. 
Sir  W.  TROWER. 

Mr.  HOLLAND-MARTIN. 


Mrs.  KNOWLES. 

Mr.  McLINTOCK. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 

Professor  PIGOU. 

Dr.  STAMP. 


Mu  Eijwin  Evans,  J.P.,  ou  behalf  of  the  National  Federation  of  Property  Owners  and  Ratepayers  and 
Mb.  Robert  Dcnlop,  J.P,  on  behall  of  the  Bel  art  Property  Owners'  Association,  called  and  examined. 

The  witnesses  handed  in  the  following  statements  as  their  evidence-in-ehief : 

Federation  of  Property  Owners  and  Ratepayers,  embodying  over  90  Property  Owners  Associations  with 
aggregate  membership  of  2b, 000,  also  President  of  the  Property  Owners  P rotecUon  Associa tion  L”?d° 

a membership  of  over  3,000.  Estimated  total  value  of  property  represented  is  between  500  and  600  million.. 


Insufficient  allowance  for  repairs  in  Schedule  A 
assessments. 

20.305.  (1)  It  is  submitted  that  the  statutory  alloiv- 
ance’for  repairs  in  order  to  arrive  at  the  assessment 
for  Income  Tax  under  Schedule  A,  viz.,  one-sixth 
from  the  gross  rental,  is  inadequate  under  existing 
conditions,  and  the  conditions  likely  to  prevail  for 
many  years  to  come,  for  the  following  reasons: 

Assuming  (though  it  is  not  admitted  by  property 
owners)  that  the  deduction  of  one-sixth  for  repairs, 
insurance  and  management  expenses  was  arrived  at 
upon  a fair  basis  of  calculation  in  times  before  the 
war,  it  would  only  appear  to  be  necessary  to  prove 
that  pre-war  conditions  have  entirely  altered,  and.  to 
what  extent,  in  order  to  justify  a revision  of  the 
basis  of  assessment. 

20.306.  (2)  In  this  connection,  it  may  be  stated  that 

a Committee  was  appointed  in  April  last  year  by  the 
Ministry  of  Reconstruction,  “ To  consider  the  legis- 
lation embodied  in  the  Increase  of  Rent,  and  Mort- 
gage Interest  (War  Restrictions)  Act,  1915,  as 
amended,  . . . and  to  recommend  what  steps,  it 

any,  should  be  taken  to  remove  any  difficulties,  &c.  , 
(known  as  the  Lord  Hunter  Committee).  This  Com- 
mittee, of  which  I ivas  a member,  sat  for  about  eigh 
months,  and  the  evidence  of  many  witnesses  was  taken 
and  carefully  considered.  Amongst  the  difficulties 
arising  was  the  question  of  the  incidence  of  taxation 
under  Schedule  A.  Page  4,  para.  8,  of  the  Report 
says  that  since  1916  “ the  cost  of  repairs  has  rapidly 
increased.  ...  It  is  true  that,  in  many 
cases,  repairs  have  not  been  done  (often  because 
labour  and  materials  were  not  available),  but 
it  is  a truism  that  postponed  repairs  eventually 
cost  more.”  Again,  page  11,  para.  49:  “One 
very  general  cause  of  complaint  of  the  owners 
was  the  inadequacy  of  the  present  allowance  for 
repairs  and  management  under  Schedule  A of  the 
Income  Tax  Acts.  The  present  allowance  is  one-sixth 
of  the  gross  value.  The  general  effect  of  the  evidence, 
was  that  even  before  the  war  repairs  to  the  cheapei 
class  of  property  absorbed  up  to  25  per  cent,  of  the 
rental,  and  the  amount  now  will  be  much  greater. 

. . We  think  that  a more  generous  allowance 

should  be  made  than  at  present  . . • . R 

seems  to  us  that  the  matter  might  be  met  by  allowing 
a greater  deduction  in  respect  of  the  cheaper  houses. 
The  figure  suggested  to  us  as  fair  is  one-fourth  or 
one-fifth.” 


20,307.  (3)  The  following  recommendation  was 

mad<“  As  the  present  deduction  in  respect  of  the  cost 
of  repairs  and  management  for  the  purposes  of 
income  tax  under  Schedule  A appears  to  us  to  be 
inadequate,  at  any  rate,  in  the  case  of  small  house 
property,  a larger  deduction  should  be  allowed  to 
owners  of  houses  falling  within  the  Acts.  kome 
provision  should,  however,  be  made  to  ensure  that 
this  larger  allowance  should  not  be  obtained  ^n 
cases  where  proper  repairs  have  not  been  done. 

As  a member  of  that  Committee,  I did  not  agree 
that  the  suggestion  of  one-fourth  or  one-fifth  would 
be  adequate.  . - 

20  308.  (4)  The  evidence  given  proved  that  tne  in- 
crease in  the  cost  of  repairs,  insurance,  management 
&c.,  was  from  100  to  200  per  cent  The  result  of 
estimates  for  house  building,  both  for  public  bodies 
and  private  enterprise,  recently  made  public,  disclose 
an  increase  in  cost  of  130  per  cent,  at  least.  Taking, 
therefore,  the  lowest  figure,  viz.,  100  per  cent.,  the 
deduction  should  be  one-third  from  the  gross  rent 
clear  of  rates,  or  as  follows : — 

House  let  at  £30  per  annum,  clear 
of  rates:  present  allowance,  oue- 

sixth,  or  £5  per  annum. 

The  increased  cost  of  maintenance, 
insurance,  management,  &c., 
taken  only  at  100  per  cent.,  is  now 

as  much  as , ‘ ' £}? ■ ”n  m 

Therefore,  the  deduction  should  be  one-third,  or  £1U, 
per  annum,  instead  of  one-sixth,  or  £5  per  annum, 
and  the  assessable  value  £20  instead  of  £25.  There 
would  therefore  appear  to  be  little  margin  for  argu- 
ment as  to  the  total  inadequacy  of  the  one-sixth 
allowance.  It  may  be  said  that  repairs  have  not  been 
executed.  On  the  other  hand,  certain  repairs  must 
be  carried  out,  and  have  been  so  carried  out.  Evi- 
dence will,  if  required,  be  produced  that  the  cost  of 
such  compulsory  repairs  has  so  enormously  increased, 
that  to  carry  out  these  alone  the  whole  one-sixth 
allowance  has  been  swallowed  up,  leaving  property 
owners  with  arrears  of  repairs,  which  will  not  only 
cost  double,  but  a substantial  increase  on  this,  owing 
to  neglect  and  delay. 

20,309.  (5)  No  serious  question  can  arise  as  to  llX1 
per  cent,  extra  insurance  premiums.  It  is  now  the 
custom  in  all  well  conducted  estate  offices  to  double 
the  amount  for  insurance  risks,  which,  of  course, 
means  double  premiums. 

Q 4 
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As  to  management  expenses. 


20,310.  (6)  A very  considerable  amount  of  property 
is  in  the  hands  of  people  who  make  a business  of  pro- 
perty owning,  and  keep  offices,  a staff  of  clerks,  col- 
lectors, &c.  The  expense  of  these  has  enormously  in- 
creased—stationery,  &c.,  for  instance,  some  200  per 
cent.,  double  postage,  increased  rates,  and  so  on.  It 
has  been  a source  of  great  discontent  for  years  that 
whilst  ordinary  traders  are  allowed  all  establishment 
expenses  before  arriving  at  the  net  assessment  for 
Income  Tax  under  Schedule  D,  the  man  who  makes  a 
business  of  house  owning  and  runs  an  office  and  staff 
in  order  the  more  successfully  to  carry  on,  gets  no 
allowance  at  all  beyond  the  one-sixth.  In  the  same 
way,  ail  owner  who  employs  an  agent  to  manage  has 
to  provide  the  commission  and  expenses  out  of  the 
present  one-sixth,  which  it  has  been  shown  is  quite 
inadequate  for  maintenance  alone. 


20,311.  (7)  I am  prepared,  if  necessary,  to  submit 
balance  sheets  showing  the  very  large  over-payments 
made  under  Schedule  A in  consequence  of  the  inade- 
quate allowance  before  referred  to,  but  no  one  of  any 
experience  in  these  days  could  say  that  £5  a year  is 
sufficient  to  keep  a £30  a year  house  in  repair,  or  pro- 
portionately for  any  other  rental. 


20,312.  (8)  I respectfully  submit  that  the  minimum 
allowance  should  be  as  follows: 


£40  and  under,  gross  value 
Between  £40  and  £60  „ 

Over  £60 


One-third. 

One-fourth. 

One-fifth. 


Argument. 

20,313.  (9)  I put  it  to  the  Commission  that  property 
owners  should  only  pay  Income  Tax  upon  the  actual 
income  received,  and  that  the  deductions  in  order  to 
ascertain  as  near  as  possible  what  the  net  income  is, 
should  be  based  upon  up-to-date  figures,  as  to  which 
there  can  be  little  controversy.  In  the  case  of 
ordinary  businesses,  if  no  income  or  profit  is  made,  no 
tax  is  levied  upon  it,  and  all  legitimate  outlay  in  order 
to  produce  income  is  allowed  for  before  the  amount  of 
the  assessment  is  arrived  at,  the  principle  being— no 
income,  no  tax.  Property  owners  have  no  desire  to 
avoid  their  just  share  of  Imperial  taxes,  and  would  be 
willing  to  be  assessed  upon  the  basis  of  Schedule  D. 

system  will  automatically  work  out  consistently 
fair  for  both  sides  in  all  cases,  but  to  continue  a 
system  based  upon  pre-war  conditions  must  be  mani- 
festly unfair  to  that  useful  section  of  the  public  who 
have  in  the  past  provided  houses  for  the  people,  and 
who,  with  fair  treatment,  will  in  the  future  continue 
o provide  such  houses.  It  will  be  a great  encourage- 
ment to  private  enterprise  house  provision  if  the 
Government  of  the  day  will  deal  with  this  question  of 
* ?n  for  r®Pairs  ln  a fair  and  equitable  manner. 
Whilst  Income  Tax  was  at  a moderate  figure,  say  of 
ls'.°?;  2^-  m the.£>  hardship  and  unfairness  to 

winch  the  Commission’s  attention  is  now  drawn  was  a 
comparatively  unimportant  matter.  At  present  rates 
however,  the  imposition  becomes  unbearable,  and  dis- 
closes an  overcharge  of  6s.  in  the  £ on  £5,  or  30s.  per 
house,  equal  to  an  Income  Tax  at  the  rate  of  7s.  6d.  in 
the  £ instead  of  6s.  Of  course,  proportionately  less  on 
lower  grades  of  total  incomes  from  all  sources,  and  in 
the  cases  of  mortgaged  properties,  equals  Income  Tax 
at  10s.  in  the  £,  as  shown  under  the  next  heading. 

Super-tax. 


20,314.  (10)  The  case  for  relief  becomes  more  in- 
sistent than  ever  in  these  cases.  The  total  income 
from  a large  number  of  houses  based  upon  the  lines 
now  adopted  frequently  works  out  at  a sum  which 
brings  this  class  of  taxpayer  under  liability  for  Super- 
tax,  whilst  if  the  actual  figures  for  net  income  were 
adopted  instead  of  the  gross  rent  (less  one-sixth)  no 
liability  for  Super-tax  would  be  disclosed.  This  con- 
dition of  things  is  most  serious  and  calls  for  imme- 
diate relief,  and  in  many  cases  works  out  as  a heavy 
penalty  for  owning  a particular  kind  of  investment, 
thus  discouraging  the  provision  of  houses  upon  a 
wholesale  scale.  ^ 


Example. 

It  is  anticipated  that  members  of  the  Commission 
will  appreciate  the  position,  but  I may,  perhans 
venture  an  illustration: — ^ ’ 


Take  the  case  of  a property 
owner  with  say,  300  freehold 
houses,  average  rents  each 
per  annum 

Un  present  basis  assessed  under 
Schedule  A at  £25  each. 

Actual  outgoings. 

Repairs,  insurance,  manage- 
ment, &c.,  per  annum 

Mortgage,  say  £250  at  5 per 
cent. 


£ s.  d.  £ s.  d. 


30  0 0 


10  0 0 
12  10  0 


22  10  0 


He  therefore  receives  an  actual 
net  income  of  per  annum 
each 

Or,  for  the  300  houses  a totai 
net  income  of  per  annum  ... 

Under  present  basis  of  assess- 
ment he  pays  6s.  in  the  £ 
Income  Tax  on  £25  per 
house,  or 

Less  deducted  from  mortgage 
interest  at  6s.  in  the  £ ... 

Net  amount  of  tax  paid  per 
house  


7 10  0 
2,250  0 0 


7 10  0 
3 15  0 
3 15  0 


Or  for  the  300  houses  a total 
of  per  annum 

which  is  equal  to  Income  Tax 
at  the  rate  of  10s.  in  the  £ 
upon  the  actual  income  re- 
ceived, instead  of  6s.  in  the 
£.  Under  the  present  basis 
of  taxation,  the  net  income 
works  out  at  £12  10s.  a 
house,  or  a total  for  the  300 
houses  of  £3,750  per  annum 
instead  of  the  actual  income 
of  £2,250  as  shown  above, 
under  Schedule  A the  owner 
becomes  liable  to  Super-tax 
owing  to  the  net  income  ex- 
ceeding £2,500,  and  there- 
fore pays — 

On  first  £500  above  £2,000,  Is. 

in  the  £,  or  ...  25  0 0 

On  next  £500  above  £2,000, 

Is.  6d.  in  the  £,  or 37  10  0 

On  next  £750,  2s.  in  the  £,  or  75  0 0 


1,125  0 0 


Total  Super-tax  payable  ...  137  10  0 

Or  a total  of  Income  Tax  and 
Super-tax  of  per  annum  ...  1,262  10  0 


which  works  out  at  a total  tax  of  about  11s.  3d.  in 
the  £ on  the  actual  income  received,  instead  of  6s. 
in  the  £ which  would  only  amount  to  £675,  showing 
an  overcharge  of  £587  10s.  per  annum  on  a net 
income  of  £2,250  per  annum  (see  example  and  proof)* 


*Example, 

Tax  paid  on  present  assessment,  Gs.  in  the  £ on  £26  7 lo'  0 

Actual  net  income,  £20.  Tax  paid  equals  7s.  6d.  in 
the  £.  Net  income  of  £20  divided  as  follows 
Mortgagee,  £12  10s.  Owner  £7  10s.  Proportion  of 
tax  paid  by  mortgagee  6s.  in  the  £ on  £12  10s.  ...  3 15  0 

Remainder  paid  by  owner  ...  ...  ...  ...  3 15  0 


Rate  on  £7  10s.  equals  10s.  in  the  £. 


£7  10s.  tax  represents  7s.  Gd.  in  the  £ on  actual  net 
income  or  £20  per  annum.  Mortgagee  receives  §ths, 
owner  receives  |ths.  Mortgagee  pays  tax  on  gths  at 

6s.  in  the  £ equals  

Owner  pays  gths  at  7s.  Gd.  plus  gths  at  Is. "(id.,  i.e’ 
£7  10s.  at  7s.  6d.  plus  £12  10s.  at  Is.  Gd..  equals 
£2  16s.  3d.  plus  18s.  9d.  equals 


3 15  0 
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Revision  of  assessments  under  Schedule  A. 

20,315  (11)  It  would  appear  that  the  periodical  re- 
vision of  assessments  owing  to  war  pressure  has  been 
seriously  retarded,  and  is  some  years  in  arrear.  In 
some  districts  outside  London  Metropolitan  Boroughs 
the  rates  have  gone  up  25  per  cent,  or  more,  yet  the 
Schedule  A assessments  remain,  thus  casting  a further 
burden  upon  property  owners.  Quite  apart  from  the 
insufficient  allowance  for  repairs  as  above  stated,  it 
has  been  proved  that  this  omission  or  delay  in 
revision  of  assessments  has  brought  the  tax  of  6s. 
in  the  £ up  to  7s.  and  over.  Property  owners  ask 
that  these  overpayments  should  be  refunded,  and 
the  assessments  where  inaccurate,  be  revised. 

The  great  loss  and  unfairness  of  taxation  under 
Schedule  A inflicted  upon  owners  of  short  lease- 
holds. 

20,316.  (12)  Purchasers  of  this  class  of  security  be- 
fore heavily  increased  war  taxation  purchased  to  pay 
a fair  market  rate  of  interest  on  the  outlay  during  the 
term  of  the  lease,  and  provide  a sinking  or  redemp- 
tion fund  for  replacing  the  capital  invested  and  to 
provide  also  for  payment  of  Income  Tax  on  the 
interest  earned  at  say,  pre-war  rate  of  Is.  in  the  £. 
The  abnormal  rise  in  the  rate  of  Income  Tax  penalizes 
investors  in  short  leaseholds  unduly  and  unfairly  as 
compared  with  investors  in  other  kinds  of  property. 

Example. — Seven  years  ago,  A.  bought  a short  lease- 
hold house  having  10  years  to  run.  It  was  under- 
leased for  the  whole  term  at  £100  per  annum  and 
subject  to  a ground  rent  of  £10  per  annum.  He 
gave  7 years  purchase  for  it,  or  £630,  which  upon 
the  tables  provides  interest  at  the  rate  of  7 per  cent, 
per  annum,  and  a surplus  income  accumulating  for 
the  10  years  sufficient  to  replace  the  capital  invested, 
viz.  : £630.  His  Income  Tax  under  Schedule  A was 
Is.  in  the  £ on  £90,  or  £4  10s.  per  annum.  To-day 
he  pays  6s.  in  the  £ or  £27  10s.  per  annum,  thus 
reducing  his  £90  inoome  to  £62  10s.  per  annum. 

£ s.  d. 

In  order  to  pay  him  7 per  cent,  on  the  £630 

invested  he  requires  per  annum 44  4 0 

And  to  provide  return  of  capital  in  10  years 
he  must  set  aside  and  re-invest  out  of  the 
net  income  per  annum  ...  ...  ...  45  16  0 


£90  0 0 


£ s.  d. 

But  under  war  conditions  he  pays  Income 

Tax  27  10  0 

Instead  of  ...  ...  ...  ...  ...  4 10  0 

Reducing  his  income  per  annum  by  ...  23  0 0 

or  less  than  3^  per  cent,  on  £630  invested, 
instead  of  7 per  cent.,  thus  taxing  him  to  the  extent 
of  practically  10s.  in  the  £ on  his  £44  4s.  income 
instead  of  6s.  in  the  £.  In  short,  he  is  taxed  on  the 
necessary  provision  put  by  each  year  to  replace  capital 
on  a wasting  or  early  terminating  investment.  If  he 
had  invested  in  any  other  class  of  security  he  would 
pay  Income  Tax  on  his  investment  only,  preserving 
his  capital  intact. 


Argument. 

20,317 .  (13)  It  is  contended  that  the  present  system 
is  m the  nature  of  specialized  taxation  against  a parti- 
cular class  of  investment  which  calls  for  immediate 
revision  and  relief  in  the  interests  of  fair  play  for 
all  investors  alike.  This  condition  of  things  applies 
to  short  leaseholds  and  all  other  descriptions  of  wast- 
ing securities.  Surely  some  provision  should  be  made 
in  such  cases  and  the  tax  levied  upon  the  income 
after  making  provision  for  replacing  the  capital,  and 
indeed  for  depreciation  and  reinstatement  of  the 
building  out  of  which  the  tax  arises.  It  cannot  be 
contended  that  the  one-sixth  allowance  could  possibly 


have  contemplated  the  inclusion  of  such  necessary 
provision. 

Note. 

20.318.  (14)  Since  this  case  was  originally  prepared 
a new  clause  has  been  added  to  this  year’s  Finance 
Bill  making  further  provision  as  to  allowance  for 
repairs,  extending  the  relief  given  under  Rule  8 of 
No.  V in  Schedule  A to  houses  up  to  £70  in  London, 
Scotland  £60,  and  £52  elsewhere.  On  behalf  of  pro- 
perty owners,  I submit  this  form  of  relief  does  not 
meet  the  case  for  the  following  reasons : — 

(1)  Under  the  new  Bill,  if  more  than  one-sixth  of 

the  gross  assessment  is  spent  on  repairs, 
maintenance,  management,  insurance,  &c., 
the  tax  on  such  amount  may  be  reclaimed, 
but  any  repayment  has  to  be  based  on  the 
average  expenditure  of  the  five  preceding 
years. 

(2)  In  order  to  make  a claim,  a large  amount  of 

woi'k  would  be  involved  which  would  in  a 
great  number  of  cases  require  professional 
aid ; moreover,  proof  of  such  expenditure 
would  be  very  difficult,  especially  in  the  case 
of  small  owners,  to  whom  such  relief  is  of 
vital  importance. 

(3)  It  is  always  troublesome  and  a great  source  of 

dissatisfaction  generally  for  a taxpayer  to 
be  asked  to  pay  every  year  excessive  taxes 
and  have  to  reclaim  afterwards,  instead  of 
having  it  adjusted  before  actual  payment. 

(4)  Again,  the  clause  referred  to  does  not  deal 

with  the  revision  of  assessments,  the  case  of 
short  leaseholds,  or  wasting  securities. 

[This  concludes  the  evidence-in-chief  of  Mr.  Evans.] 

Evidence-in-chief  of  Mr.  Robert  Dunlop,  J.P.,  on 
behalf  of  the  Belfast  Property  Owners’  Associa- 
tion. 

20.319.  (1)  I am  a Justice  of  the  Peace  for  the 
City  of  Belfast,  a member  of  the  Belfast  Corporation 
and  Chairman  of  its  Police  Committee.  I am  also  a 
Vice  President  of  the  Belfast  Property  Owners’ 
Association,  which  is  affiliated  with  the  National 
Federation  of  Property  Owners  and  Ratepayers. 

20.320.  (2)  I am  the  owner  of  a considerable  amount 
of  property  in  the  City  of  Belfast  consisting  largely 
of  house  property  of  all  descriptions  and  of  land  in 
the  neighbourhood  of  the  city,  some  of  which  has 
been  temporarily  occupied  during  the  war  and  is 
awaiting  development.  I have  therefore  large  ex- 
perience of  the  demands  made  upon  property  owners 
both  in  the  matter  of  Imperial  and  local  taxation,  and 
I am  also  intimately  acquainted  with  the  demands 
made  upon  property  owners  for  the  upkeep  of  their 
properties  and  the  expense  incident  to  the  manage- 
ment thereof. 

20.321.  (3)  I have  read  the  statement  of  evidence 
intended  to  be  submitted  by  Mr.  Edwin  Evans,  Presi- 
dent of  the  National  Federation  of  Property  Owners 
and  Ratepayers,  on  the  question  of  the  insufficient 
allowance  for  repairs  in  assessments  made  under 
Schedule  A of  the  Income  Tax  Acts  and  I agree  with 
him  that  the  one-sixth  which  is  at  present  allowed  in 
respect  of  the  cost  of  maintenance,  insurance,  and 
management  is  altogether  inadequate  in  view  of  the 
increased  cost  which  such  maintenance,  insurance,  and 
management  expenses  entail  at  the  present  time. 

20.322.  (4)  This  subject  has  engaged  my  attention 
for  many  years,  and  I am  of  opinion  that  even  prior 
to  the  war  the  allowance  of  one-sixth  was  an 
inadequate  allowance  in  respect  of  these  charges,  but 
it  is  a matter  of  common  knowledge  that  the  cost  of 
labour  and  material,  as  well  as  the  additional  cost  of 
insurance  and  management,  has  more  than  doubled  in 
recent  years. 

20.323.  (5)  I have  a considerable  amount  of  small 
house  property  in  the  City  of  Belfast.  I think  all 
property  owners  will  agree  that  under  normal  con- 
ditions it  is  more  costly  to  maintain  small  house 
property  than  it  is  to  maintain  the  better  class 
property,  and  from  this  point  of  view  I am  of  opinion 
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that  property  of  small  valuation  would  be  entitled 
as  against  mere  cost  of  maintenance  and  upkeep  to  a 
higher  allowance  than  the  better  class  property.  On 
the  other  hand  it  is  necessary  to  take  into  considera- 
tion the  fact  that  a property  owner  dealing  with 
houses  of  the  better  class  stands  to  lose  more  in  respect 
of  vacancies  of  houses  of  a larger  valuation  than  he 
would  on  a poorer  class.  Take,  for  example,  a house 
of  a smaller  valuation  which  would  let  at  from  3s. 
to  6s.  per  week,  there  is  little  or  no  difficulty  in 
obtaining  a tenant  to  go  into  occupation  so  soon  as 
the  house  is  vacant,  and  in  most  cases  two  or  three 
days  would  be  adequate  to  effect  any  repairs  that  were 
necessary,  whereas  in  the  case  of  property  of  larger 
valuation  let  at  from,  say,  £50  to  £75  or  £100  per 
annum  at  least  a quarter’s  rent  is  lost  between  the 
tenancies  while  the  house  is  being  prepared  for  the 
new  tenant.  The  cost  of  such  preparation  is  seldom 
less  than  a year’s  rent.  In  this  connection  it  is 
important  to  bear  in  mind  that  the  owner  of  such  a 
house  is  obliged  to  pay  Income  Tax  under  Schedule  A 
in  respect  of  nine  months’  occupancy,  although  by 
reason  of  the  three  months’  vacancy  and  the  larger 
expenditure  in  preparation  of  the  house  for  the  new 
tenant,  his  income  from  the  house  for  that  year  is 
nil  and  often  a minus  quantity. 

20.324.  (6)  I think,  in  view  of  the  facte  I have  men- 
tioned and  of  the  greater  difficulty  there  would  be  in 
assessing  and  collecting  the  tax  based  on  a graded 
scale  of  allowance,  I am  strongly  of  opinion  that  a 
flat  rate  of  not  less  than  one-fourth  instead  of  the 
one-sixth  at  present  allowed  would  be  fairer  all  round, 
and  that  this  increased  allowance  is  absolutely 
necessary  if  justice  is  to  be  done  to  property  owners. 

20.325.  (7)  There  is  another  aspect  of  the  unfair- 
ness of  the  present  system  of  assessing  Income  Tax 
which  has  come  under  my  notice.  I have  on  the 
outskirts  of  the  City  of  Belfast  a number  of  small 
holdings  which  have  not  been  developed,  and  in  respect 
of  which  temporary  lettings  have  been  made.  I have 
been  assessed  in  respect  of  these  holdings  both  under 
Schedule  A and  Schedule  B.  I will  give  one  small  case 
which  will  serve  as  an  illustration  of  what  I mean. 
In  one  holding  in  Chichester  Park,  Belfast,  the  Poor 
Law  valuation  of  which  is  10s.,  and  in  respect  of 
which  I had  made  a temporary  letting,  I was  assessed 
under  Schedule  A on  a reduced  assessment  of  9s. 
at  2s.  8d.  and  under  Schedule  B on  20s.  at  6s.,  or  a 
total  of  8s.  8d.  on  a valuation  of  10s.  When  local 
taxation  is  added  to  this  I am  out  of  pocket  on  the 
transaction,  which,  I think,  is  altogether  unreasonable 
and  indefensible.  I have  merely  quoted  one  out  of  a 
number  of  cases  of  this  kind. 

[ This  concludes  the  evidence-in-chief  of  Mr.  Dunlop.'] 

20.326.  Chairman : Both  your  papers  relate  to 

exactly  the  same  matters,  do  they  not? — (Mr.  Evans) : 
Yes,  I see  they  do,  my  lord. 

20.327.  You  will  have  to  answer  questions  put  by 
the  Commissioners  as  best  you  can  on  the  various 
points ; if  one  perhaps  cannot  answer,  or  does  not 
want  to  answer,  the  other  can? — If  you  please. 

20.328.  Mr.  McLintock  : Mr.  Evans,  your  paper 
does  not  take  any  account  of  the  possible  increase 
in  existing  rents  by  reason  of  the  increased  cost  of 
building  and  the  increased  cost  of  upkeep.  Do  you 
contemplate  that  rents  will  remain  at  the  present 
level  or  that  they  will  be  raised  in  future? — I hardly 
thought  it  was  necessary  to  deal  with  that  point, 
because  of  course  I am  anticipating  a gradual  in- 
crease of  rents  and  a corresponding  increase,  of 
course,  of  taxable  value.  I am  contemplating  that. 

20.329.  Is  your  view  that  even  with  an  increase  in 
rent,  the  existing  allowance  of  one-sixth  will  not 
go  some  way  towards  meeting  the  increased  cost  of 
repairs? — In  so  far  as  the  rent  increased  I agree 
that  it  would  go  towards  meeting  the  case  we  are 
dealing  with  to-day.  I ought  to  say,  if  you  will 
allow  me,  that  I cannot  possibly  hope,  and  I am  not 
budgeting  for,  anything  like  'the  sum  that  would 
have  been  necessary.  For  instance,  I should  not 
anticipate  more  than,  say,  30  per  cent,  during  the 
next  few  years  in  the  increase  of  rent.  I am  speak- 
ing principally  of  small  property  now. 


20.330.  You  do  agree  that  the  Commission  must 
take  into  account  almost  the  certainty  of  rents  all 
round  being  increased? — Yes,  I think  so. 

20.331.  And  to  that  extent  the  present  allowance 
of  one-sixth  will  be  nearer  meeting  the  actual  ex- 
penditure than  it  does  at  present? — My  answer  to 
that  is  that  it  just  depends  upon  the  proportion.  1 
agree  that  it  is  a matter  for  consideration,  certainly. 

20.332.  You  agree  that  the  rents  of  all  property 
should  probably  have  been  increased  ere  now  to  meet 
the  new  conditions.  You  have  a grievance  in  so  far 
as  rents  have  been  kept  practically  at  a pre-war 
level? — I would  not  like  to  say  that.  I have  been  one 
of  those  who  have  seen  the  necessity  for  some  re- 
striction. My  grievance  is  not  that  there  is  a 
restriction  upon  rent,  but  that  there  is  not  a sufficient 
corresponding  increased  allowance  to  meet  our  in- 
creased costs.  That  is  my  point — not  on  taxation 
but  generally  upon  property. 

20.333.  Do  you  draw  any  distinction  between  the 

various  classes  of  property,  such  as  small  house  pro- 
perty and  property  occupied  as  offices  in  cities? 

Yes,  I certainly  should. 

20.334.  What  is  the  distinction? — I think  probably 
I would  deal  with  it  somewhat  upon  these  lines : £40 
or  under,  and  then  afterwards  £40  to  £60,  and  then 
over  £60.  I have  not  very  carefully  considered  the 
question  of  allowance  for  offices. 

20.335.  It  is  not  so  much  a question  of  rental ; I 
am  more  concerned  with  the  use  to  which  the  pro 
perty  is  put.  Do  you  consider  that  the  present 
allowance  of  one-sixth  is  inadequate  for  property 
occupied  as  offices,  say,  in  cities? — I have  not  con- 
sidered that  very  much,  but  I am  inclined  to  say 
that  it  would  not  be  reasonable  to  expect  the  same 
allowance  in  respect  of  office  property  as  in  respect 
of  the  smaller  class  of  house  property. 

20,356.  Have  you  taken  out  over  any  fair  selection, 
particulars  to  show  the  present  allowance  in  regard 
to  property  let  as  offices,  as  distinct  from  property  let 
for  small  dwellings? — No,  I have  not. 

20.337.  Have  you  taken  out  any  data  of  any  kind 
in  regard  to  either  class  of  property? — I have  merely 
dealt  with  the  ordinary  house  and  shop  property  at 
rents  from  3s.  or  4s.  a week  up  to  £100  a year  or 
more. 

20.338.  Do  you  draw  a distinction  between  houso 
and  shop  property? — That  depends  entirely  upon  the 
terms  of  letting. 

20.339.  Is  it  not  correct  to  say  that  the  burden  of 
the  landlord  in  shop  property  for  repairs  is  not  quite 
so  heavy  as  for  small  dwellings? — I would  say  that  in 
fairly  decent  shop  property  the  outlay  for  repairs  is 
not  so  much  as  it  is  for  the  smaller  property. 

20.340.  But  you  cannot  say  how  far  it  exceeds  the 
present  one-sixth  allowance? — No.  I should  consider 
that  one-fourth  would  be  a fair  thing  for  that  kind 
of  property;  of  course  always  bearing  in  mind  that 
the  best  class  of  property  is  let  upon  lease;  that 
brings  you  under  a different  category  altogether. 

20.341.  Is  it  not  possible  for  you  to  submit  detailed 
evidence,  summarized  of  course,  for  the  various  classes 
of  property,  showing  how  far  the  present  allowance  is 
inadequate? — It  would  not  be  possible  this  morning 
to  do  so,  but  there  would  be  no  difficulty  in  doing  it 
later. 

20.342.  You  have  access,  or  can  get  access,  to  that 
information? — Yes;  I represent  a very  large  number 
of  property  owners,  and  I can  get  that  from  the  pro 
vinces  and  from  London;  I can  get  data  if  necessary, 
certainly. 

20.343.  In  paragraph  2 of  your  paper  you  refer  to 
the  fact  that  in  many  cases  repairs  have  not  been 
done  ? — Yes. 

20.344.  You  have  been,  of  course,  receiving  the 
allowance  all  the  time  ? — I have  not  said  that  the  one- 
sixth  expenditure  upon  repairs  has  not  been 
expended ; in  fact  my  experience  is  that  it  has  been 
expended.  That  does  not  mean  that  all  the  repairs 
have  been  done;  because  we  should  have  spent  at 
least  one-third  during  this  war  period  if  we  had 
carried  out  the  repairs. 

20.345.  There  has  been  on  the  part  of  landlords, 
and  probably  quite  rightly  so,  extreme  reluctance  to 
carry  out  repairs  during  the  war  period ; and  tenants 
are  told:  “ Well,  you  have  not  had  your  rent  raised; 
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if  you  want  these  things  done  you  must  do  them 
yourselves.  ?— 1 would  not  liUe  to  put  it  as  extreme 
reluctance,  if  1 may  say  so.  1 would  say  extreme 
ditncuity  in  getting  eitner  tne  labour  or  tne  material 
to  do  the  repairs.  Jb  or  instance,  with  regard  to  the 
outside  repairs  to  property  ; 1 have  taken  the  figures 
out.  The  outside  repairs  to  property  have,  during 
tlie  last  two  years,  say,  cost  as  much  as  the  whole  or 
tne  repairs  to  property  inside  and  out  did  in  pre-war 

20  346.  Even  the  modified  repairs  with  the  increased 
cost?_l  am  suggesting  the  modified  repairs.  1 am 
going  to  admit  this : that  landlords,  owing  to  the 
larger  cost,  heavier  taxation,  and  so  on,  have  during 
this  war  strain  done  practically  what  they  felt  they 
were  obliged  to  and  have  not  laboured  to  be  generous, 
having  regard  to  the  difficulties  about  labour  and 
material  and  cost. 

20  347.  You  suggest  that  a fair  figure  would  be  one- 
fourth  or  one-fifth,  and  you  also  quote  a recommenda- 
tion that  some  provision  should  be  made  to  ensure 
that  this  larger  allowance  should  not  be  obtained  m 
cases  where  proper  repairs  have  not  been  done?— That 
was  in  the  Lord  Hunter  Committee  Report.  I am 
quoting  a report  there;  that  is  not  my  evidence. 

20  348.  You  have  quoted  the  suggestion  in  that 
Report?— Yes,  I give  that,  not  as  my  own,  but  simply 
as  a quotation. 

20,349.  Do  you  not  think  both  of  these  conditions 
are  fulfilled  under  the  provisions  of  the  Finance  Act, 
1919  which  allowed  the  actual  expenditure  in  respect 
of  all  repairs  in  all  houses  in  London,  for  example,  up 
to  £70  a year? — I am  much  obliged  to  you  for  that 
question;  it  is  very  important.  What  we  feel  about 
it  is  this.  Take,  for  instance,  the  case  of  a man  wfio 
has  purchased  property  during  this  last  year  or  two. 
He  has  no  data  to  be  able  to  give  you  a.  five  years 
average,  for,  repairs.  He  cannot  supply  the  informa- 
tion. Let  me  give  you  another  case  if  I may.  lake 
the  case  of  a man  who  does  his  own  repairs— these 
small  builders  who,  buy  a few  houses  here  and  there; 
their  name  is  legion  in  London ; there  are  no  end  of 
them.  They  buy  a few  houses  and  carry  out  their 
own  repairs.  Now  how  are  they  going  to  prove,  and 
how  are  the  Government  going  to  check,  some  state- 
ment that  is  brought  in  as  to  the  cost  of  these  repairs 
that  have  been  carried  out?  I see  a very  grave 
difficulty  in  that.  I see  an  opportunity  for  dodging 
taxes  in  that  way ; and  I can  see,  on  the  other  hand, 
that  the  small  owner  who  has  a few  houses  will  find 
a great  difficulty  in  keeping  these  accounts  and  satisfy- 
ing the  Surveyor  of  Taxes  with  regard  to  the  expendi- 
ture. I find  the  greatest  difficulty  now  in  claiming 
relief,  in  getting  receipts.  In  our  office,  m order  to 
get  these  allowances,  to  get  one  allowance  sometimes 
on  an  estate  we  have  to  write  to  all  the  tenants  to 
get  the  receipts  back.  The  tenants,  for  instance,  pay 
the  usual  Income  Tax  and  hold  the  receipts.  in 
order  to  make  this  claim  we  have  to  get  these  receipts 
back  from  the  tenants.  The  whole  thing  is  a most 
difficult  operation  even  as  it  is  now.  When  you  come 
to  talk  about  averaging  repairs  over  five  years  i see 
grave  difficulties. 

20.350.  The  point  you  make  in  your  paragraph  14 
(1).  with  regard  to  the  average  expenditure  in  five 
years,  is  quite  a different  one  from  the  main  point 
that  you  make? — Yes. 

20.351.  In  the  case  of  owners  of  small  amounts  of 
property  of  course  the  difficulty  is  so  much  the  less  ; 
where  the  property  he  owns  is  small  or  the  numbei 
of  houses  is  few,  the  average  small  owner  has  a pret  y 
good  idea  of  what  he  spends? — If  the  small  owners 
were  methodical  and  kept  proper  accounts  of  the 
repairs  they  did,  and  books,  and  all  that  kind  of 
thing,  I suppose  they  could  make  these  claims  easily 
enough ; but  in  practice  they  do  not  do  it.  They  find 
out  all  at  once  that  they  are  entitled  to  something 
and  they  come  to  someone  or  other,  and  then  every- 
thing has  to  be  raked  up  for  five  years. 

20.352.  There  has  not  been  a great  deal  of  selling  of 
property  during  the  past  five  years,  has  there, 
mean  property  has  not  been  changing  hands ; it  has 
not  been  very  attractive  to  anyone  to  purchase  it?— 
I should  say  the  shrinkage  in  the  sale  of  investment 
properties  would  not  be  more  than  30  per  cent. 


20,353.  Chairman : Has  not  a great  mass  of  pro- 
perty passed  on  account  of  people  buying  houses 
2U,bo4.  Mr.  McLintocIc  : xfiat  is  rather  single 

houses? — Yes.  . 

20.355.  1 am  referring  to  other  properties?  lou 
are  referring  to  investment  properties  and  I agree 
there  has  beeen  a shrinkage.  Of  course  in  occupation 
properties  there  has  been  a very  considerable  increase 
in  the  number  of  sales  and  also  the  figures  at  which 
they  have  changed  hands. 

20.356.  What  alternative  suggestion  do  you  put 
forward  as  against  the  average  of  five  years  that  is  in 
the  1919  Act?  is  it  the  length  of  time  or  the  princi- 
pie  of  the  average  that  you  specially  object  to?— My 
special  objection  is  that  it  does  not  in  practice  relieve 
the  people,  who,  1 will  not  say  most  require  it,  but 
who  at  any  rate  ought  to  have  the  allowance. 

20.357.  1 admit  in  the  past  there  may  have  been  a 
difficulty  in  getting  the  records,  but  surely  it  is  not 
too  much  trouble  for  a small  property  owner.  I am 
not  speaking  of  the  large  property  owners;  usually 
they  have  the  records;  but  where  they  have  not  got 
them  surely  it  is  not  too  much  to  ask  them  to  keep 
a note  year  by  year  of  what  the  amount  of  expenditure 

igp No,  and  one  would  have  thought  that  it  would 

be  in  their  own  interest  to  do  so.  In  practice  I am 
sorry  to  say  they  do  not. 

20.358.  You  ask  for  a one-fourth  allowance  or  a 
one-fifth  allowance?— I ask  for  one-third. 

20.359.  The  rente  go  up?— Yes. 

20  360.  And  consequently  the  amount  of  the  allow- 
ance you  ask  for  is  greater ; and  if  the  cost  of  repairs 
goes  down,  it  is  asking  the  State  a good  deal  to  give 
a maximum  allowance,  and  to  put  no  burden  on  the 
property  owner  to  show  that  the  flat  allowance  is  too 

little? I think  my  reply  to  that  is  that  even  then,  it 

we  had  got  an  increased  flat  rate  we  should  have  had 
to  wait  for  it.  If  rente  are  going  to  be  doubled  tor 
the  same  class  of  house,  the  State  can  very  soon  put 
that  right,  and  they  will  probably  do  it  very  much 
quicker  than  the  relief  they  are  going  to  give  to  us ; 
because  we  have  suffered  under  this  now  for  the  last 
two  or  three  years. 

20,361.  There  is  a large  point  to  be  considered.  In 
the  case  of  a new  property  you  get  your  one-sixth 
allowance,  and  you  probably  spend  practically  none 
of  it  on  repairs  for  a certain  period  of  years.  And 
you  get  the  allowanoe  whether  you  expend  the  money 
or  not  even  in  an  old  property.  Now  the  Oom- 
mision  has  had  no  reliable  figures  put  before  it  show- 
ing for  various  classes  of  property — where  you  agree 
thd  expenditure  differs-how  far  the  one-sixth  allow- 
ance in  each  class  is  deficient.  There  is  no  body  of 
property  owners  who  have  ever  come  before  us  and 
iiven  us  anything  that  you  might  really  term  reliable 
data  as  to  the  exact  effect  of  this  allowance  or  as  to 
the  expenditure  ? — My  answer  to  that  is  this.  I have 
made  a suggestion  in  my  evidence  that  if  figures  are 
required  I shall  be  quite  prepared  to  supply  them , 
and  I should  like  the  opportunity  even  now,  if  the 
Commission  think  it  necessary,  at  a later  stage  to 
give  evidence  and  bring  facts  and  figures;  because  we 
Ire  only  trying  to  get  what  is  fair.  I see  the  diffi- 
culties of  these  things,  and  if  the  Commission  think 
that  it  is  desirable,  I shall  be  very  glad  to  have  an 
opportunity  of  doing  that.  I am  afraid  you  will  be 
sitting  for  some,  time  yet.  „ 

20  362.  You  could  send  along  a selection  of  different 
types  of  property,  showing  the  actual  expenditure  on 

le2(h3<33.  Chairman : And  over  a long  period  of  years. 

ao  3fi4  Mr.  McLintock : I was  going  to  put  a point 
on  the  period  of  time.  Is  one  of  your  complaints 
against  the  five  years’  average— say  the i last  five  years 
—that  the  repairs  have  been  at  a gradually  mcreai i 
inn  cost  for  the  samo  amount  of  repairs?— I think  an 
for  the  last  five  years  will  never  give  us  the 
true  figure— and  that  will  be  my  difficulty  in  getting 

we“Sgrt1u77attreWeyhave  had  a'n  Straordinary 
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it  very  careful  attention  and  to  put  the  whole  thing 
before  you  with  figures  and  accounts  from  estates, 
and  so  on,  and  various  kinds  of  properties,  if  it  is  so 
desired ; but  it>  will  not  be  very  reliable,  because  the 
whole  conditions  of  the  last  few  years  have  been 
absolutely  abnormal. 

20,366.  Chairman:  We  shall  be  very  glad  if  you  will 
put  that  paper  in. — Very  many  thanks;  I will,  my 
lord. 

20.366.  The  pre-war-  figures  as  well — not  just  the 
last  three  years.  Perhaps  you  can  give  the  last  six 
or  seven  years? — I was  just  wondering  what  would 
be  the  best  period. 

20.367.  Mr.  Fretyman : The  only  really  conclusive 
thing  would  be  a period  which  covered  the  time  from 
the  actual  completion  of  the  new  property  over,  say, 
20  or  30  years.  In  that  20  or  30  years  the  owner 
would  show  not  necessarily  one  property  but  a block 
of  property.  In  the  case  of  a man  who  had  built  a block 
of  property  and  had  perhaps  owned  it,  or  successive 
people  had  owned  it,  accounts  could  be  obtained 
during  the  20  or  30  years  during  which  the  owners 
had  had  an  allowance  of  one-sixth,  and  showing  what 
they  had  spent  over  that  period.  That  would  be  more 
conclusive  than  anything  else,  and  it  would  oover 
Mr.  McLintock’s  point  that  for  a few  years  very 
little  is  spent  and  nothing  is  said.  Then  oomes  a 
period  later  on  when  more  than  one-sixth  has  to  be 
spent,  and  then  a good  deal  is  said? — Yes. 

20.368.  Mr.  McLintock  : We  have  had  a witness 
before  us  who  said  he  was  surprised,  when  he  took 
the  actual  data,  that  the  total  did  not  exceed  the  one- 
sixth  allowance  ? — For  what  period  was  that? 

20.369.  He  was  not  very  definite  as  to  the  exact 
period  covered,  but  he  came  forward  on  the  same 
point  as  you  are  on  to-day  as  to  the  inadequacy  of 
the  one-sixth  allowance,  and  he  said  he  was  surprised 
to  find,  when  he  took  out  from  actual  cases  the  ex- 
penditure incurred,  that  it  did  not  seriously  exceed 
the  one-sixth  allowance? — I should  very  much  like  to 
know  what  period  that  was  for.  And  let  me  say  this. 
Before  coming  here  to-day,  during  the  last  month  or 
two  I have  taken  out  several  of  our  estates;  for 
instance,  in  my  neighbourhood  I have  120  houses  at 
8s.,  9s.,  10s.,  11s.,  and  12s.  a week — a very  good  test, 
because  they  are  a little  different  in  description,  and 
so  on.  Exactly  the  same  thing  occurred  over  that. 
It  was  a shade  under  the  one-sixth  for  a period  of 
three  years,  taking,  I think,  the  first  year  of  the  war 
or  two  years  of  the  war  and  one  before.  The  owner  of 
the  property  died  some  six  or  nine  months  ago,  and 
lam  now  writing  to  the  trustees.  The  local  authori- 
ties know  me  very  well  in  the  district,  and  they  said : 

“ I think  you  ought  to  do  something  with  this  estate.” 
I said : “Yes,  I agree  with  you.”  They  said : 

‘ ‘ we  do  not  want  to  make  a house  to  house  inspection  ; 
we  are  going  to  do  so,  but  we  shall  not  come  to  you 
for  three  or  four  months ; now  you  had  better  set 
about  getting  things  in  order.”  I am  just  now  com- 
mencing a specification  which  will  approximately,  I 
should  think,  run  out  for  the  100  houses  at  £20  a 
house,  that  is  £2,000 — arrears  on  repairs — neglected 
work. 

20.370.  Mr.  Marks : Do  you  manage  this  property 
for  the  trustees? — I manage  this  property  for  the 
trustees,  and  I have  been  unable  to  get  the  repairs 
done.  Of  course  you  may  say  one  can  do  anything 
that  is  wanted ; and  I know  I coukl  have  got  all  those 
repairs  done,  but  it  would  have  been  at  about  300 
per  cent.  more.  I have  rather  been  living  in  hope 
that  I should  be  able  to  save  something  by  the  delay, 
and  I have  done  only  what  is  absolutely  necessary ; 

I am  pleading  guilty  to  that. 

20.371.  Mr.  McLintock:  Have  you  contrasted  your 
one-sixth  allowance  and  the  amount  you  have  actually 
spent? — Yes,  the  one-sixth  has  covered  what  I have 
actually  spent : but  what  I am  going  to  spend  in  con- 
sequence— to  keep  that  to  the  one-sixth  is  another 
matter  altogether. 

20.372.  It  will  take  your  margin? — There  will  be 
over  £2,000;  it  will  swamp  my  margin.  If  I were 
allowed  one-third,  as  I am  asking,  for  that  class  of 
property,  I should  not  average  more  than  I am  en- 
titled to  over  ten  years. 

20.373.  Supposing  you  get  an  increase  in  rent  as  a 
result  of  all  this  contemplated  expenditure,  will  not 


that  go  a long  way  to  meet  you  ?— That  will  help  me, 
of  course;  that  is  one  reason,  I may  say,  why  I am 
suggesting  to  the  trustees  that  they  should  instruct 
me  to  make  out  a specification  and  put  the  property 
in  repair;  because  the  suggestion  is  that  we  shall  get 
a 10  per  cent,  increase  subject  to  the  property  being 
kept  in  decent  repair;  and  I think  it  is  desirable  in 
all  cases  that  property  should  be  kept  in  repair.  If 
I had  had  my  will  I would  have  made  the  allowance 
very  much  more,  in  order  to  encourage  people  to  do 
it,  especially  in  cases  where  property  is  mortgaged. 
1 am  glad  to  say  in  this  case  it  is  not  a poor  estate 
but  I have  dozens  of  cases  in  my  office  where  it  is 
absolutely  impossible.  When  the  mortgage  interest  is 
paid,  and  the  rates  at  11s.  or  12s.  in  the  £,  I have 
over  100  accounts  in  my  ledger  that  are  absolutely  in 
debit,  the  people  have  never  had  a penny  for  years. 
I hope  you  will  not  think  that  that  is  because  there 
is  a bad  agent ; but  there  it  is ; that  is  the  fact. 

20.374.  It  is  not  always  the  one-sixth  allowance  that 
is  a determining  factor  in  causing  the  landlord  not  to 
do  the  repairs? — May  I say  that  it  is  a part  of  it, 
with  respect. 

20.375.  On  the  question  of  management,  do  you 
think  that  should  be  allowed  for  all  properties?  There 
are  some  properties,  such  ns  those  you  have  been 
referring  to,  where  there  is  a management  charge — 
a commission  on  the  rent? — Yes. 

20.376.  There  are  others  where  the  owner  collects 
his  own  rent? — Yes. 

20.377.  Do  you  suggest  that  they  should  all  get  it? 
— I do  not  think  you  could  distinguish. 

20.378.  You  would  give  an  all-round  allowance? — I 
should  contemplate  that,  in  the  figures  you  are  going 
to  consider,  if  you  are  going  to  consider  a flat  rate  at 
all. 


20.379.  There  is  no  allowance,  for  example,  given 
for  management  in  the  ordinary  rating  charge?- -No, 
I should  not  like  to  say  that;  I do  not  agree  with 
that ; because  I have  had  many  arguments  with  rating 
people,  and  they  have  said:  “well,  you  know,  Mr 
Evans,  you  get  a bit ; we  allow  a margin  for  manage- 
ment.” They  have  admitted  it  to  me  when  we  have 
been  discussing  the  question  of  rating  assessments. 

20.380.  There  is  one  point,  Mr.  Dunlop,  in  your 
paper  on  which  I would  like  to  ask  a question.  You 
give  the  illustration  of  a house  of  a certain  rent,  and 
you  practically  get  nine  month’s  rent,  and  the  burden 
of  repair  is  very  heavy.  This  type  of  house,  I suggest 
you  will  agree,  is  usually  let  for  a term  of  three  or 
five  or  seven  years? — (Mr.  Dunlop ) : That  is  so. 

20.381.  Generally,  I suppose,  you  agree  that  the 
experience  is  that  having  done  your  initial  repair 
when  you  grant  a lease,  you  do  not  do  very  much 
more,  until  the  end  of  the  term? — It  all  depends  on 
the  type  of  tenant.  Where  there  is  a large  family  I 
frequently  have  had  to  do  up  certain  rooms  in  the 
house. 

20.382.  Does  it  not  depend  on  the  lease  rather  than 
on  the  size  of  the  family? — No.  1 should  say  the 
family  lias  a good  deal  to  do  with  whether  I have 
repairs  to  do.  I am  speaking  of  internal  repairs. 
Of  course  in  all  cases  I keep  up  the  house  externally, 
irrespective  of  the  lease,  and  in  the  case  of  burst 
pipes  on  the  inside  and  general  repairs  that  are  ueces- 
sary  to  the  running  of  the  home,  I always  do  those. 

20.383.  You  do  expend,  one  knows,  a substantial 
amount,  at  the  beginning  of  a lease,  on  a house  such 
as  you  indicate.  Have  you  contrasted  the  actual 
expenditure  on  repairs  over,  say,  a seven  years’  lease 
with  the  one-sixth  allowance  which  is  allowed  year 
by  year? — I have  not  put  it  down  in  actual  figures. 

20.384.  It  is  hardly  fair,  is  it,  to  take  the  initial 
expenditure  in  a particular  year  in  tenancies  of  this 
kind  and  contrast  that  with  the  one-sixth  allowance 
for  one  year?— In  the  first  year  of  that  term  of  five 
years,  say,  I am  actually  at  a minus  quantity.  In 
the  first  year  I have  actually  no  income  at  all  from 


e house.  • 

20,385.  I agree  that  in  the  first  year  your  repair 
11  is  heavy,  and  it  is  probably  far  in  excess  of  the 
le-sixth  allowance,  but  assuming  you  have  got  six 
ars  to  run  in  which  you  still  get  the  one-sixth  anti 
,ve  very  little  repairs  to  do,  have  you  worked  it  out 
see  the  result  over  the  period  ?— My  experience 
at  in  the  first  year  of  the  occupancy  the  cost  oi 
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repairs  is  more  than  one-sixth,  in  a period  of  five 
years. 

20  386.  You  know  that  your  repairs  expenditure  to 
a house  of  this  kind  is  largely  determined  by  the 
length  of  the  lease.  You  say  to  the  tenant;  “ I am 
not  going  to  do  all  this  unless  you  take  a lease  at 
such  and  such  a rent  for  a given  period  of  years?— 
That  is  so. 

20.387.  What  I wanted  to  ask  you  was  if  it  is  quite 
reasonable  to  put  up  this  illustration  that  you  give, 
as  a reason  for  the  one-sixth  allowance  being  so  inade- 
quate as  you  make  out? — I think  so. 

20.388.  But  you  have  not  contrasted  the  allowance 
for  the  remaining  years  of  the  lease,  when  the  repairs 
are  small?— From  my  experience  of  property  of  £70 
rental  or  thereabouts,  five  years  is  the  average  length 
of  the  tenancy  for  a given  series  of  properties. 

20.389.  You  refer  in  paragraph  7 to  a holding  in 

Chichester  Park,  Belfast,  the  Poor  Law  valuation  of 
which  is  10s.,  and  you  go  on  to  show  the  amount  of 
tax  charged  on  it.  What  rent  do  you  get  for  that. 
_It  is  let  at  a grazing  rent.  It  is  a series  of  bits 
of  undeveloped  ground  we  fenced  in  and  let  for 
grazing.  _ _ . . 

20.390.  What  rent  do  you  get? — I would  get  per- 
haps a matter  of  £2. 

20,391-  And  you  are  rated  at  10s.? — Yes.  it  all 
depends  on  circumstances.  Sometimes  I have  got 
probably  only  30s.  _ , , . . , 

20  392.  And  you  are  assessed  under  Schedule  A on 
a reduced  assessment  of  9s.  at  2s.  8d.  and  under 
Schedule  B at  6s.,  a total  of  8s.  8d.  on  a valuation  of 
10s. — Yes.  . 

20.393.  After  all,  with  regard  to  the  rent  that  is 
received,  that  is  the  figure  to  be  considered  ?— I pay- 
in  addition  to  that,  the  municipal  tax. 

20.394.  You  know  you  get  a deduction  in  respect  of 
rates  from  your  Schedule  A? — Yes. 

20  395.'  And  generally  it  should  correspond  with  the 
rates  that  the  owner  pays?— Of  course,  in  a case  like 
these  bits  of  undeveloped  ground  the  rent  that  we 
receive  is  a fluctuating  quantity. 

20.396.  Mr.  Pretyman  : Is  it  let  by  auction  r — Some- 
times. I have  let  'it  by  auction  this  year.  Previous 
to  that  I have  not  let  it  by  auction. 

20.397.  Mr.  McLintoch  : What  rent  are  you  getting 
to-day  ?— For  this  particular  ground  I think  this  year 
I got  £2. 

20.398.  And  you  are  still  rated  at  10s.  ?— Yes ; in 
other  years  for  this  particular  bit  I think  I have  only 
got  £1  or  thereabouts. 

20.399.  Why  did  you  put  up  a case  like  this ; there 
is  no  great  hardship  here?— The  taxation  is  eqnal  to 
the  valuation. 

20.400.  Assume  that  a man  had  an  income  of 
£1,000,  and  he  was  assessed  as  if  he  had  £500 — or 
£250,  to  get  the  correct  analogy— would  you  suggest 
that  it  was  fair  to  contrast  the  tax  paid  on  the  £250 
as  being  an  amount  charged  on  the  £1,000?— Well,  I 
do  not  suppose  I would. 

20.401.  Do  you  think  it  would  be  fair?— On  this  un- 
deve'oped  ground  the  income  we  receive  is  a perfectly 
undecided  quantity.  It  is  a thing  that  comes  year  by 
year.  This  year,  on  account  of  the  scarcity  of  grazing 
T suppose  people  were  prepared  to  give  more.  I could 
not  tell  you  what  I have  got  other  years ; I think  it 
is  a very  small  sum.  That  bit  of  ground  should  really 
he  left  open,  and  then  I would  have  no  tax  to  pay. 
Tt  was  more  to  keep  the  district  decent,  and  not  have 
it  overrun  by  people  playing  football  on  it  that  it 
was  closed  in,  for  the  purpose  of  making  the  district 
respectable. 

20.402.  Your  one  point  in  your  illustration  is  to 
contrast  a charge  of  8s.  8d.  with  a rent  of  10s.  ? 
With  a variation  of  10s. 

20.403.  Whereas  for  that  particular  small  subject 
you  get  a rent  of  £2  a year? — An  exceptional  rent 
this  year. 

20.404.  You  had  it  last  year,  did  you  not? — No,  T 
did  not  get  it  last  year. 

20.405.  Have  you  experience  of  other  parts  of 
Ire’and  than  Belfast? — Only  Be’fast. 

20.406.  Mr.  Marks:  Mr.  Evans  in  regard  to  that 
property  which  you  manage,  where  I think  you  said 


there  were  about  120  houses  at  rents  of  10s.  to  12s.  a 
week,  why  do  you  not  get  an  allowance  for  the  whole 
of  those  repairs? — (Mr.  Evans) : Because  my  gross 
assessable  value  is  over  £12,  and  I am  not  entitled  to 
it,  until  the  new  Act. 

20.407.  I mean  under  thiB  year’s  Act? — First  of  all, 

1 have  to  give  five  years’  average. 

20.408.  Is  it  because  of  the  operation  of  the  five 
years’  average  and  the  neglect  of  repairs  in  the 
interval? — To  put  it  quite  plainly,  I have  no  case  to- 
day. I shall  have  a very  good  case  when  I have  spent 
£1,000  in  making  up  my  arrears. 

20.409.  I just  wanted  to  understand  what  the 
reason  was? — If  you  please,  that  is  the  reason. 

20.410.  Dr.  Stamp:  Mr.  Evans,  you  referred  a few 
minutes  ago  to  the  fact  that  you  had  in  mind  fairly 
decent  houses  and  shop  property? — Yes. 

20.411.  Would  you  agree  that  over  a large  part  of 
the  field  of  fairly  decent  houses  and  shop  property 
there  is  no  grievance  at  all  on  the  subject  of  repairs? 
—No,  I should  not  agree. 

20.412.  Divide  it  into  two  classes  : it  is  generally 
either  owned  by  the  occupiers  or  it  is  let  on  lease? 
Yes. 

20.413.  If  it  is  let  on  lease  the  person  who  is 
occupying  the  shop  property  or  warehouse  proDertV. 
or  whatever  it  may  be,  is  entitled  to  charge  in  his 
trading  accounts  for  Schedule  D the  full  lease  rent 
and  all  his  repairs? — Yes. 

20.414.  The  landlord  gets  the  lease  rent,  and  has  no 
expense  to  bear  out  of  that  to  speak  of? — That  is 
so. 

20.415.  There  is  no  grievance  there  on  either  cf 
them  in  the  case  of  a lease  rent,  is  there?— There  is 
no  grievance,  of  course,  in  the  case  of  the  landlord, 
because  he  gets  his  net  rent. 

20.416.  Is  there  any  grievance  in  the  case  of  the 
occupier?  Is  he  not  allowed  to  charge  the  rent  and 
his  full  repairs  as  a trading  expense? — As  apart  from 
the  deduction  he  is  allowed? 

20.417.  I suggest  to  you  that  it  does  not  make  a 
scrap  of  difference  to  his  total  liability  under 
Schedule  A and  Schedule  D what  you  allow:  whether 
you  allow  one-sixth  or  one-fifth  or  one-third,  or 
whatever  it  is;  it  comes  out  in  the  wash? — I think 
that  is  so  in  the  case  of  a man  keeping  his  own  shop. 

20.418.  I am  speaking  of  a man  who  is  paying  a 
lease  rent? — Yes.  Your  point  is  this,  I think ; that 
under  Schedule  D,  in  calculating  his  trading  profits, 
tip  can  claim  a deduction  for  his  expenditure  on  re- 
pairs as  a trading  expenditure? 

20.419.  That  is  right;  and  he  does? — Yes,  I think 
that  is  so. 

20.420.  Therefore  your  evidence  does  not  apply  to 
that  large  part  of  the  field  which  is  covered  by  decent 
shop  property? — No,  I certainly  should  not  ask  for 
an  allowance  which  a man  has  already  got,  and  it 
would  appear  lie  has  got  it  in  the  case  of  shops  let 
upon  lease.  I think  that  is  so. 

20.421.  Now,  take  the  case  of  a man  who  owns  his 

own  business  premises,  who  makes  a certain  total 
profit? — Yes.  • 

20.422.  Then  there  is  the  Income  Tax  under  two 
Schedules,  namely,  Schedule  D and  Schedule  A.  and 
the  total  of  the  two  always  comes  to  his  total  profit?— 
Yes. 

20.423.  If  you  reduce  his  Schedule  A assessment 
by  some  increased  allowance  of  this  sort,  it  increases 
li'is  Schedule  D?— It  is  a similar  case  to  the  last  one. 
really ; he  gets  it  under  a .trade  allowance. 

20.424.  He  gets  a deduction  from  the  bulk  of  liis 
profit  of  the  actual  amount  upon  which  he  has  paid 
under  Schedule  A? — Yes. 

20  425.  Therefore  it  cannot  make  any  difference  to 
him  what  he  has  paid  under  Schedule  A.  Therefore 
you  would  have  to  cut  out  those  cases  from  what  you 
are  claiming?— I think  you  would. 

20.426.  At  any  rate,  there  is  no  grievance  in  regard 

to  that?— I do  not  think  there  is  a grievance.  I 
should  not  like  to  put  it  that  this  is  a very  large 
proportion  ; I would  like  to  say  it  is  a very  small 
proportion.  .. 

20.427.  The  leased  shop  property  ?— V ery  small 
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20.428.  You  are  thinking  more  of  dwelling-houses? 
— I am  thinking  more  of  dwelling-houses  and  ordinary 
shop  property.  Probably  the  worst  sufferers  are  the 
owners  of  small  shop  property. 

20.429.  I only  want  to  get  it  clear  in  the  evidence 

that  there  are  certain  important  exceptions? Yes. 

20.430.  You  refer  here  to  an  allowance  as  hisrh  as 
one-third  ? — Yes. 

20.431.  Now  let  us  deal  with  that.  Where  it  is 
effective  in  the  class  of  case  that  you  have  in  mind. 
I take  it  that  is  what  you  regard  as  a broad  average  ? 
— Yes. 

20.432.  That  in  some  cases  it  might  not  be  enough 
and  in  others  it  may  be  too  much?— Quite. 

20.433.  Or  are  you  asking  that  everybody  should 
be  treated  as  worst  cases?— No;  I am  putting  an 
average  based  upon  this  principle— that  it  was  gener- 
ally accepted  that  the  one-sixth  allowance  was  fair 
before  the  war.  Everyone  has  to  admit  that  the 
cost  of  repairs  and  management  and  insurance  is 
more  than  100  per  cent.  more.  Now,  how  is  it 
possible  to  get  out  of  the  argument  that  the  allow- 
ance should  be  proportionate,  except  upon  the  ground 
of  an  increase  in  the  rent?  With  regard  to  the  cost 
of  repairs  and  maintenance,  I have  suggested  here 
a round  figure  of  100  per  cent.  But  the  Lord  Hunter 
Committee,  12  months  ago,  went  into  that : I was 
a member  of  that  Committee,  and  it  was  a creed 
practically  by  all  sides  that  130  per  cent.  was&then 
the  right  amount.  We  sat  for  eight  months  and  had 
evidence  upon  it.  Since  that,  we  have  had  estimates 
for  building  houses,  just  the  same  work,  building 
material,  labour,  and  so  on,  and  there  is  not  an 
estimate— and  I am  speaking  by  the  book,  because 
I have  carefully  watched  them  all— there  is  not  an 
estimate  for  building  new  houses  that  is  not  at  least 
200  per  cent,  over  pre-war  charges.  I am  not  talking 
about  wooden  houses,  and  all  sorts  of  new  schemes 
that  I have  very  little  faith  in,  but  I am  speaking 
of  bricks  and  mortar.  The  minimum  is  200  per  cent. 
At  Hendon,  a four-roomed  house  reached  £850— a 
similar  class  of  house  that  I built  for  £250,  pre-war, 
Now,  can  we  get  away  from  that?  To  talk  about 
100  per  cent,  does  appear  to  me  well  under  the  mark. 

I mention  that  because  I can  see  we  are  drifting  to 
higher . rents,  and  that  suggestion  is  to  be  a con- 
sideration, and  I think  it  must  be  a consideration 
tor  the  reason  I mention,  that  the  100  per  cent,  is 
very  low. 

20.434.  You  will  agree  that  raising  the  allowance 

from  one-sixth  to  one-third  is  such  a large  addition 
that  it  wants  to  be  scrutinized  carefully? Very. 

20.435.  As  to  whether,  in  applying  a general'  over- 
head average,  there  may  not  be  anomalies  on  both 
sides? — Yes. 

20.436.  They  are  much  more  important  than  when 
you  are  dealing  with  a small  proportion  ?— Yes. 

20.437.  Schedule  A,  upon  which  this  allowance  is 
to  be  granted,  includes  the  value  of  the  site,  does 
it  not? — Yes. 

20.438.  Are  there  any  repairs  to  the  site?— I should 
say  not.  There  are  drains  on  the  site. 

20.439.  Supposing  you  have  premises  situated  in 
the  centre  of  a town,  it  is  quite  possible  for  the  site 
part  of  the  annual  value  to  be  half,  is  it  not?— Yes. 

20.440.  Of  course,  when  you  get  right  away  from 
the  centre  of  the  town  the  site  value  may  be  only 
"^eighth  or  oven  less? — It  might;  they  vary  very 

20.441.  If  you  are  thinking  of  the  actual  cost  of 
repairs  to  the  building,  in  the  former  case  your  one- 
third  would  work  out  to  66  per  cent,  of  the  annual 
value  of  the  building? — Yes. 

20.442.  And  in  the  second  case  it  would  work  out  to 
only  38  per  cent,  on  the  building?— Yes. 

20,443  So  that,  surely,  the  overhead-  allowance  of 
one-third  is  very  inequitable  as  between  the  two  cases ; 
it  gives  far  too  much,  does  it  not,  to  a building  which 
has  a very  valuable  site?— I do  not  think  the  question 
of  site  comes  in  at  all.  It  is  a question  of  the  rental 
value  of  the  premises. 

20  444  The  rental  value  includes  the  value  of  the 
land? — You  may  have  a very  small  house  at  a very 
large  rent.  J 

20,445.  I suggest  to  you  that  where  the  annual 
value  is  loaded  with  a very  heavy  charge  for  the 
site,  your  one-third  for  the  whole  gives  a very  dis- 


proportionate amount  to  the  repairs  for  the  building? 

I am  much  obliged  to  you.  The  cost  would  reaUy 
be  the  test.  Premises  quite  near  a town  might  fetch 
in  rental  value  £1  a week  that  four  miles  out  would 
only  fetch  10s.  a week,  because  of  the  extra  value 
of  the  site. 

20.446.  I suggest  to  you  that  it  was  unimportant 
when  it  was  one-sixtli,  but  now  that  you  are  sug- 
gesting one-third,  it  -is  a fact  that  you  ought  to 
bear  in  mind,  that  if  you  are  taking  one-third  of 
the  site,  too,  you  are  making  a present? — I think 
they  are  very  small  cases,  and  I want,  if  I may,  to 
draw  your  attention  to  another  thing  in  regard  to 
that.  Dealing  with  that  question  of  the  value  of 
the  site,  you  must  bear  in  mind  that  with  regard  to 
small  property  near  towns,  the  new  Act,  which  pro- 
vides for  acquisition,  very  much  reduces  the  value 
of  land ; for  instance,  land  taken,  we  will  say,  in 
the  east  of  London  can  now  be  taken  based  upon 
cottage  value. 

20.447.  In  your  paragraph  11  you  say:  “ It  would 
appear  that  the  periodical  revision  of  assessments 
owing  to  war  pressure  has  been  seriously  retarded, 
and  is  some  years  in  arrear.”  Then  you  go  on  fur- 
ther: “ Quite  apart  from  the  insufficient  allowance 
for  repairs  as  above  stated,  it  has  been  proved  that 
this  omission  or  delay  in  revision  of  assessments  has 
brought  the  tax  of  6s.  in  the  £ up  to  7s.  and  over.” 
That  is  the  question  of  the  rise  in  the  rates,  is  it 
not? — Yes. 

20.448.  Then  you  say:  “ Property  owners  ask  that 
these  overpayments  should  be  refunded,  and  the 
assessments,  where  inaccurate,  be  revised.”  You  are 
referring  there  to  districts  outcide  the  London 
Metropolitan  area? — Yes. 

20.449.  You  are  referring  to  the  fact  that  there  has 
been  no  so-called  quinquennial  assessment  for  some 
years? — Yes. 

20.450.  But  is  not  that  only  a question  of  re-assess- 
ment in  favour  of  the  Revenue?  Is  it  not  a fact  that 
assessments  are  continually  reviewed  during  the 
whole  of  the  period  between  the  two  re-assessments  ? 
Supposing  an  owner  has  an  increase  in  the  rent,  he 
has  the  benefit  of  that  increase,  free  from  tax,  for 
the  whole  period  until  the  next  re-assessment? — Yes, 
but  I must  interpose  there ; the  owner  does  not  get  an 
increase  in  rent. 

20.451.  But  supposing  he  is  re-letting  and  gets  an 
increase  in  rent? — My  point  is,  that  is  not  being 
done  at  the  present  time,  under  the  Rent  Restriction 
Act,  which  does  not  allow  us  to  increase  the  rent. 

20.452.  I am  only  saying  if  a man  does  get  an  in- 
crease he  does  not  have  to  pay  Income  Tax  on  that 
increase  until  the  next  assessment? — That  is  trien- 
nial, I believe. 

20.453.  It  started  as  triennial,  and  it  has  become 
quinquennial.  Now  it  seems  to  be  becoming  much 
longer . But  the  fact  remains  that  where  he  has  less 
net  rent  he  is  allowed  to  come  up  to  the  Revenue  and 
get  a reduction,  is  he  not  ? — In  the  intervening 
period,  yes. 

20.454.  So  that  there  is  a constant  steady  drag 
against  the  Revenue,  whereas  the  Revenue  has 
nothing  to  put  against  it  in  the  way  of  increase.  All 
the  properties  that  go  down,  they  have  to  give  effect 
to;  all  the  properties  that  go  up,  they  cannot.  Is 
that  so?— That  is  during  a period.  You  are  really 
dealing  with  something  that  is  going  to  happen  later. 

20.455.  Let  me  take  a concrete  case.  Take  a pro- 
perty in  which  the  expenses  of  rates  are  more ; is  it 
not  a fact  that  the  owner  can  go  to  the  Revenue  now 
and  get  a reduced  assessment? — Only  recently.  He 
has  been  told  almost  all  over  London  that  he  has  no 
remedy. 

20.456.  But  you  are  talking  about  outside  London? 
Yes,  I am  speaking  about  outside  London.  Our 

attention  was  drawn  to  this,  and  we  examined  several 
cases  and  found  that  they  were  paying  7s.  and  7s.  6d. 
in  the  £.  My  association  made  a representation  to 
the  Revenue,  and  I met  the  authorities  upon  it,  and 
we  discussed  the  whole  matter,  and  they  said  : “ you 
can  tell  your  members  that  if  they  have  any  grievance 
they  may  bring  up  their  papers  and  we  will  examine 
into  it  and  put  the  thing  right,” 
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20  457-  Can  you  give  any  actual  cases  in  which 
there  has  been  a reduction  of  the  net  rent  below  the 
assessment,  and  in  which  the  Revenue  or  the  Local 
Commissioners  have  refused  an  adjustment? — Yes,  I 
think  I can.  It  was  in  consequence  of  these  com- 
plaints that  we  raised  the  point,  and  it  was  gone  into. 

I am  not  objecting  to  it  now,  because  they  have 
treated  us  fairly  over  this  matter,  and  if  people  do 
not  come  and  ask  for  it,  it  is  their  look-out  and  we 
cannot  help  that.  As  a matter  of  fact,  we  have  got 
adjustments  during  the  last  12  or  18  months  as  the 
result  of  the  representation  to  the  Commissioners. 

20.458.  So  that  this  really  is  something  quite  ex- 
ceptional; it  is  not  a general  principle  that  you  can- 
not get  reductions? — Have  I said  that  you  cannot 
get  reductions  ? I do  not  know  that  I put  it  in  that 
way,  because  I have- well  in  mind  that  where  com- 
plaints have  been  made  they  have  been  allowed. 
What  I complain  about  is  that  you  have  got  rapidly 
increasing  rates,  and  you  have  had  them  rapidly  in- 
creasing for  some  time,  and  no  allowance  has  been 
made,  and  for  eight  or  nine  years  there  has  been  no 
revision  of  assessments,  and  I do  not  think  that  is 
fair  to  property  owners ; and  because  a dozen  or  20  or 
30  belong  to  an  association  who  get  some  information 
which  enables  them  to  get  an  allowance,  it  does  not 
seem  fair  that  the  others  should  remain  in  this  con- 
dition. 

20.459.  Chairman:  You  are  on  paragraph  11,  are 
you  not,  Dr.  Stamp? 

20.460.  Dr.  Stamp : Yes,  paragraph  11. 

20.461.  Chairman : And  you  are  asking  him  as  to 
his  remedy  on  that? 

20.462.  Dr.  Stamp : He  is  asking  for  a remedy 
which  I say  already  ex'sts.  (To  Witness.)  Is  it  not 
a fact  that  if  any  owner  of  weekly  property  brings  in 
a statement  showing  what  his  rates  in  the  past  years 
have  been,  he  can  get  an  adjustment  practically  to 
the  net  figure? — Yes,  in  the  outside  boroughs  to-day. 

20.463.  Has  not  that  been  done  for  some  years?— 
No,  it  has  not. 

20.464.  Can  you  give  us  the  date  when  it  started? 
— I can  only  tell  you  that  it  had  been  refused  over 
and  over  again,  and  it  was  in  consequence  of  those 
refusals  that  I obtained  an  interview  with  the  Com- 
missioners, and  this  matter  was  put  right. 

20.465.  How  long  ago? — I should  say  12  months 
ago  now. 

20.466.  I suggest  to  you  it  is  a much  longer  period 
than  that? — No,  I do  not  think  so. 

20.467.  Would  you  prefer  that  the  Revenue  should 
be  asked  as  to  the  fact,  or  that  you  should  give  it  to 
us  in  a supplementary  statement? — I can  find  out 
the  date  by  some  means  or  other.  It  was  no  doubt 
on  the  agenda  of  our  meetings,  but  if  you  are  going 
to  suggest  that  it  is  18  months  I will  accept  that. 

20.468.  I suggest  that  the  remedy  has  existed  for 
a long  time? — You  may  suggest  that  the  remedy 
existed. 

20.469.  It  has  been  actively  used? — All  I can  tell 
you  is  that  in  practice  we  did  not  get  it ; that  is  all ; 
and  it  was  because  of  that  that  those  interviews  were 
arranged  and  the  adjustment  took  place. 

20.470.  I suggest  to  you  that  with  regard  to  para- 
graph 11  the  grievance  does  not  exist,  and  therefore 
no  remedy  is  required? — I do  not  admit  that,  of 
course. 

20.471.  Will  you  now  look  at  the  next  paragraph, 
relating  to  leasehold  property  ? As  I understand 
that,  your  suggestion  is  that  wherever  property  is 
held  on  lease  the  amount  charged  as  the  net  value 
should  be  reduced  by  some  allowance  for  the  wasting 
character  of  a leasehold.  Suppose  you  had  two  pro- 
perties of  identical  annual  value  side  by  side,  just 
nut  up  ; we  will  say  they  are  onrb  worth  £'50  a year. 
One  is  bought  outright;  it  will  pay  on  its  annual 
value  £50.  But  the  other  is  held  under  a lease,  and 
the  tax  to  be  got  in  respect  of  that  will  be  consider- 
ably less  by  this  allowance  that  you  propose? — I see 
the  point  exactly. 

20.472.  That  means  that  on  all  leasehold  property 
the  Revenue  loses,  although  the  values  are  identical? 
—Yes. 


20.473.  Somebody  has  got  the  extra  value.  Who 
has  got  it?  I suppose  it  is  got  by  the  reversioner 
when  the  lease  falls  in? — Yes. 

20.474.  Would  you  suggest  that  when  the  allowance 
is  made  by  the  Government  to  the  leaseholder  the 
balance  should  be  charged  upon  the  reversioner  year 
by  year? — No. 

20.475.  Should  it  be  charged  when  the  lease  tails 
in,  in  a lump  sum? — No. 

20.476.  Who  has  to  stand  the  loss  ? The  properties 
being  identical  in  value,  why  should  there  be  a loss 
because  one  is  let  in  this  form  ?— It  is  a very  difficult 
matter  to  deal  with,  but  I should  like  to  put  my  case, 
if  I may,  as  shortly  as  possible? 

20.477.  Certainly— I am  not  dealing  with  the  jus- 
tice of  taxing  a short  leasehold,  because  I apprehend 
that  whatever  the  income  or  rental  from  a property 
is,  it  should  bear  its  fair  share  of  Imperial  taxation. 
The  case  I am  presenting  to  the  Commission  is  the 
hardship  of  a man  who  has  invested  his  money  in  a 
short  leasehold  property.  You  may  say:  “ well,  you 
must  allow  for  the  variation  in  taxation.”  This  is 
quite  exceptional ; no  one  would  have  anticipated 
that  the  Income  Tax  under  Schedule  A would  ever 
reach  6s.  in  the  £.  The  case  I put  is  not  against 
taxing  leaseholds,  because  I think  every  prudent  man 
who  buys  a leasehold  property,  whether  long  or  short, 
should  provide  a capital  redemption  fund,  and  I do 
not  wish  to  distinguish  for  that  purpose  between  a 
long  or  a short  leasehold.  I am  only  putting  the 
hardship,  and  the  great  hardship,  in  the  case  of  a 
man  who  has  bought  a short  leasehold  when  the  tax 
was,  we  will  say,  Is.  in  the  £.  I put  the  case  here, 
that  man  pays  much  more  than  he  ought  to. 

20.478.  I think  I quite  appreciate  the  position  you 
are  putting,  and  I understand  the  difficiilty  quite  well ; 
but  there  is  this  to  be  considered.  If  the  Revenue  is 
to  receive  a substantially  smaller  amount  on  all  pro- 
perty let  on. lease,  independently  of  its  annual  value, 
one  can  foresee  all  the  property  in  the  country  being 
let  on  short  leases? — But  I am  not  suggesting  they 
are.  That  is  not  my  case ; and  I want  to  differentiate ; 

I am  not  suggesting  that.  I have  quite  a great 
respect  for  payment  of  taxation  and  a proper  pro- 
portion of  tax,  if  I may  say  so.  I want  to  ask  you 
if  you  can  see  your  way  clear  to  meet  such  a case 
as  I have  put,  where  a man  does,  because  of  special 
war  taxation,  find  himself  in  a great  difficulty,  and 
his  percentage,  apart  from  taxation,  reduced  to  pretty 
well  half  because  of  the  difference  between  Is.  in  the 
£ and  6s.  in  the  £ ; but  not  as  a general  principle. 

20.479.  This  is  a temporary  remedy.  Is  that  so?— 
Tf  you  please. 

20.480.  Therefore  you  do  not  think  it  carries  any 
corollary  with  it  of  anything  to  make  up  the  loss  to 
the  Exchequer  by  going  to  the  other  party  to  the 
annual  value,  namely,  the  reversioner  ? — I do  not 
think  you  can  do  that.  You  take  it  in  reversion  duty 
or  you  may  take  it  in  increment  duty,  and  in  other 
ways.  I do  not  suggest  you  should  break  the 
covenants  of  the  lease.  What  a hardship  it  would 
be  upon  the  reversioner  who  has  bought  it.  You  would 
be  lifting  the  hardship  from  the  leasehold  man  to  the 
freehold  man,  which  would  be  exceedingly  unfair. 

20.481.  Then  you  would  limit  this  to  leases  of  cer- 
tain duration? — Yes. 

20.482.  You  would  put  a certain  limit  of  time  upon 
them  ? — Yes. 

20.483.  And  they  must  have  been  entered  upon  prior 
to  the  big  rise  in  taxation? — Yes. 

20.484.  And  you  would  not  extend  it  to  leases  that 
are  now  entered  upon  with  a full  knowledge  of  the 
heavy  burden? — No.  My  complaint  is  of  the  hard- 
ship in  those  particular  cases ; I am  only  dealing  with 
those  particular  cases. 

20.485.  I gathered  from  your  paragraph  13  that  you 
generalized  that,  and  that  it  was  not  a particular 
remedy  for  a definite  thing.  You  say:  “It  is  con- 
tended that  the  present  system  is  in  the  nature  of 
specialized  taxation  against  a particular  class  of  in- 
vestment which  calls  for  immediate  revision  and  relief 
in  the  interests  of  fair  play  for  all  investors  alike. 
This  condition  of  things  applies  to  short  leaseholds 
and  all  other  descriptions  of  wasting  securities.”  I 
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did  not  know  that  you  were  going  to  limit  it  to  leases 
which  have  a limited  period  and  were  taken  up  in  the 
past  before  the  present  great  rise  in  the  rates  of  tax  ? 
— I may  say  I have  been  a little  converted  even  since 
this  paper  was  written.  I have  been  very  carefully 
considering  this  matter,  and  I have  come  to  the  con- 
clusion that  that  is  all  that  short  leaseholders  could 
fairly  ask  for.  They  must  make  their  own  provision 
in  future  as  to  allowance  for  taxes. 

20,486.  Apart  from  the  special  reason  raised,  you 
do  not  think  that  there  is  any  special  grievance  in 
the  ordinary  building  lease  and  the  ordinary  rate  of 
tax  that  a man  can  foresee? — No. 


20.487.  He  knows  the  term?— He  knows  the  term 
and  he  can  make  provision  for  it  if  he  is  wise.  We 
make  arrangements  for  capital  redemption  and  get 
cur  capital  back  at  the  end  of  the  time ; but  that  does 
not  meet  this  particular  point. 

20.488.  There  is  no  such  thing,  therefore,  as  a 
differential  tax  upon  this  particular  class  of  invest- 
ment, because  the  investor  knows  what  he  is  doing  ? — 
No,  I think  I should  perhaps  modify  that.  I am  glad 
to  have  the  opportunity  of  making  that  clear. 

20.489.  Mr.  Holland-Martin : In  paragraph  3 you 
quote  from  the  Report  of  the  Lord  Hunter  Committee, 
of  winch  you  were  a member.  It  says  at  the  end : 

Some  provision  should,  however,  be  made  to  ensure 
that  this  larger  allowance  should  not  be  obtained  in 
cases  where  proper  repairs  have  not  been  done.”?— 


-0,490.  I suppose  by  your  quoting  that  report  you 
are  in  favour  of  that  suggestion,  and  I should  like 
to  know  how  you  would  propose  to  ensure  that  the 
proper  repairs  have  been  done?— First  of  all,  the  local 
authorities,  under  the  direction  of  the  .Health 
Ministry,  are  being  pressed,  and  will  continue  to  be 
pressed— and  very  properly  so— to  see  that  these 
repairs  are  done  To  my  knowledge,  in  my  district 
and  m other  districts,  there  is  now  a house  to  house 
inspection  going  on,  and  I am  quite  satisfied  in  my 
rLnQ-rain-f  ther.e  are  people  who  would  not  do  the 
^ey  could  help  it;  but  I am  glad  to  say 

I am  P TaP^  6 iab!iIity  t0  do  80  in  the 
i am  glad  to  have  been  asked  that  question,  because 

therinTr?STT  ^ n^1  °f  discussion  on  this  before 

Sle  whic?U6Ar  C°+mmiittee’  ,and  we  had  evidence 
_ U ?.dld  g°  to  show  that  in  some  cases  no 

repairs  had  been  done  for  a very  long  time;  and  it 
,va  because  of  some  of  that  evidence  that  this  pro- 

an  nnw7  Pr*  But  1 am  quite  s'>r8  it  is 

an  unwise  policy  to  leave  repairs  undone.  Take  paint- 
ing for  instance ; if  you  do  not  paint  your  place  your 
sashes  get  rotten;  it  has  got  to  be  done  in  the  end 
Nov  with  a flat  rate,  and  having  regard  to  +]lf>  nro 

TuZX  art  be“«taken  “"d  the  position  taken 
up  by  the  Ministry  of  Health  with  regard  to  keem'np- 
places  in  repair,  there  may  be  a littlS  dodging  buT 

^1  have  Stride  ,S  “*  d°ne;  1 *bink  tba 


Order  in  Council  has  been  issued  saying  that  peam 

a t tw”  ?,eclared  or  th!“  ‘ke  war  is  ovfr.  We  onl 
get  that  allowance  m the  case  of  a house  being  fit  tl] 

S tothe  fn‘  is  thefction  "-hich  Was 

ore  I rateable  value;  thev  are  flats  and  weekly 
property  and  so  on  ; so  that  I am  speaking  onTte  bv 
the  hook  over  that.  I have  advised  .11  * J1  ■ 
and  the  people  thev  act  for  thaT^lSVa™  to 
keep  their  property  up.  and  they  will  have  to  be 
prepared  for  a large  expenditure ; T do  not  think 
there  will  be  much  in  this. 


20.492.  Hir  W.  Trower : In  tho  case  of  a tenant  for 
life,  between  the  two  systems  of  allowing  actual 
repairs  and  the  large  percentage  which  you  ask,  may 
it  not  be  that  the  tenant  for  file  will  get  a large  fixed 
allowance  and  neglect  the  repairs,  which  will  then 
fall  on  the  remainderman? — 1 think  the  reply  to  that 
is  very  much  the  same  as  my  reply  to  the  last  ques- 
tion. 1 suppose  it  would  be  possible  in  larger  pro- 
perty to  neglect  repairs,  but  1 say  it  is  quite  impos- 
sible in  smaller  property  to  do  so,  and  will  be  more 
impossible  in  the  future  to  do  so. 

20.493.  But  you  will  admit  that  it  illustrates  the 
difficulty  of  a large  percentage  in  those  cases  to  which 
I have  referred?— Oh,  yes,  that  would  be  so.  That  is 
really  one  reason  why  I differentiated  between  the 
properties  in  the  allowance. 

20.494.  Mr.  Pretyman:  Do  you  not  think  that  in 
principle,  on  the  whole,  it  is  better  if  the  allowance 
can  really  be  proportionate  to  the  actual  expendi- 
ture?— If  it  was  possible  at  all  to  get  a perfect 
scheme  I should  like  it,  but  it  is  so  difficult  to  get  it. 

20.495.  It  does  approximate  more  nearly  to  Schedule 
D,  does  it  not? — Yes,  undoubtedly. 

20.496.  As  long  as  you  are  under  a different  basis 
altogether  from  other  people,  does  it  not  raise  a feel- 
ing of  unfairness  on  both  sides?  Does  not  the  pro- 
perty owner  feel  that  in  many  cases  he  is  paying  a 
good  deal  too  much,  and  are  not  other  taxpayers  liable 
to  take  the  view  that  he  very  often  pays  too  little  ?- 
Yes,  there  is  that  difficulty,  of  course,  I agree. 

20.497.  The  sooner  you  can  approximate  to  the  posi- 
tion of  other  taxpayers  who  pay  under  Schedule  D 
on  their  actual  profits,  with  a deduction  for  actual 
expenditure,  the  better  it  is  for  the  future,  is  it  not? 
— Yes,  I must  agree  with  that,  of  course. 

20.498.  Are  we  not  rather  dealing  here,  if  I may 

put  it  so,  with  dynamics  rather  than  statics ; we  have 
to  look  ahead  as  well  as  for  the  moment? Yes. 

20.499.  And  we  have  to  look  at  future  tendencies? 
—Yes. 

20,u00.  And  we  have  got  to  try  and  devise  schemes 
which  will  carry  on  in  future,  and  which  will  not 
require  another  Income  Tax  Commission  to  sit,  and 
more  revision? — That  is  so. 

20.501.  If  you  could  get  people  to  accept  an  allow- 
ance on  the  lines  of  that  which  has  been  given  to 
agriculture,  it  would  be,  you  will  admit,  theoretically 
better ; but  the  practical  difficulty  is  where  you 
quarrel  with  it,  is  it  not?— Yes,  it  is  so  difficult.  The 
principle,  may  I say,  and  I think  this  will  answer 
your  question,  of  taxing  the  man  as  nearly  as  pos- 
sible upon  the  real  income,  is  what  we  want  to  get 
atin-Andetails  and  the  way  of  doing  it  are  so  difficult. 

20.502.  Do  you  not  think  that  as  time  goes  on  the 
pressure  of  this  provision  will  make  people  keep  more 
accounts?  Is  not  the  reason  largely  that  when  the 
tax  was  so  low  it  really  was  not  worth  while?  Now 
the  tax  is  very  high,  and  it  has  only  been  very  high 
through  two  or  three  war  years  when  everything  has 
been  quite  abnormal ; now  when  things  have  become 
normal  and  we  can  see  that  we  are  settling  down  to  a 
period  of  very  high  taxation,  will  not  people  find  it 
necessary  in  their  own  interests  to  keep  such  accounts 
as  will  enable  them  to  secure  this  allowance?— Yes ; I 
have  no  doubt  the  neglect  of  the  whole  thing,  if  there 
has  been  any,  has  been  due  to  the  smallness  of  the 
amount;  it  is  now  a very  much  more  important 
matter.  I know,  so  far  as  the  members  of  my  asso- 
ciation are  concerned,  they  will  be  well  instructed 
how  to  deal  with  this.  They  will  be  told  to  keep  their 
accounts,  and  all  that  kind  of  thing,  but  even  then 
great  difficulty  will  arise  in  getting  fair  adjustments 
m th!s  matter.  In  short,  the  people  who  know  most 
n ill  get  most,  and  those  who  know  the  least  will  not 
get  the  allowance. 

20.503.  Will  it  not  induce  them  to  learn  something? 

- Yes:  there  will  be  some  of  them  more  anxious  about 
it  in  the  future,  I have  no  doubt ; I quite  agree  with 
that. 

20.504.  You  realize,  do  you  not,  that  to  obtain  this 
allowance  for  actual  expenditure  it  is  not  necessary 
to  state  in  your  schedule  what  you  spend  on  each 
house? — I quite  understand.  In  my  case,  with  120 
houses.  1 should  simply  say:  “I  spent  that  on  the 
estate.  ’ and  I should  take  out  the  figures  thev 
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appear  in  my  ledger.  To  those  of  us  who  keep  books 
it  is  all  right.  Personally,  I have  no  complaint  about 
this-  I think  it  is  absolutely  clear.  You  say  to  me: 

“ prove  to  me  what  you  spent,  and  I will  make  the 
allowance”  ; you  could  not  have  anything  fairer  than 
that.  But  it  is  not  so  in  the  case  of  the  ordinary 
property  owner,  as  I find  him.  And  a great  number 
of  them  are  ladies.  I may  tell  you  that  after  a meet- 
ing 150  of  these  people  come  up  wanting  information 
how  to  do  this  and  how  to  do  the  other,  I am  sorry  to 
say  some  of  them  quite  stupid  questions  which  appear 
to  us  simple. 

20  505.  If  you  admit  that  by  keeping  proper 
accounts  an  absolutely  fair  assessmeiit  is  obtainable 
which  quite  satisfies  you — you  do  admit  that? — I can- 
not get  away  from  it;  I do  not  want  more  than  I 
have  spent. 

20,506.  You  are  being  fairly  treated,  because  you 
deal  'intelligently  with  the  law?— Yes. 

20  507.  But  is  it  reasonable  to  ask  that  those  people 
who  do  not  take  the  trouble  to  deal  intelligently  with 
the  law  should  receive  an  allowance  so  large  that  it 
quite  protects  them  against  any  loss  from  their  own 
neglect?— Well.  I raise  other  objections  to  it;  I mean 
to  say  there  is  the  question  of  the  five  years’  accounts, 
for  instance,  and  changes  in  the  ownership  during 
that  time.  I take  it,  for  instance,  if  I had  bought  a 
property  last  year  I should  not  be  able  to  bring  m 
any  accounts  for  four  years. 

20.508.  Do  you  not  think  you  could  get  some  par- 
ticulars, and  if  you  went  to  Somerset  House  with  a 
statement  about  that  you  would  be  reasonably  met?— 
I have  no  reason  to  suppose  not,  but  after  all  I do 
not  think  it  would  be  any  evidence  for  me  to  say  that 
Mr.  Jones,  from  whom  I bought  the  property,  told  me 
he  had  spent  so  much.  T do  not  think  the  Commis- 
sioners would  be  satisfied  with  evidence  of  that  kind. 

20.509.  It  would  be  a question  of  detail,  but  that 
is  all  really  on  the  same  point? — Yes. 

20.510.  It  is  the  practical  difficulty.  Admitting  at 
once  that  there  is  a practical  difficulty,  does  it  not 
seem  a reasonable  policy  to  put  the  allowance  rather 
on  the  lower  limit  than  on  the  higher  limit  of 
expenditure,  and  say  that  if  you  want  more  you 
have  got  proper  means  of  getting  it  ? — I will  tell  you 
what  I do  think  would  he  a very  reasonable  thing, 
and  that  is  to  make  the  allowance  perhaps  not  .as 
much  as  I ask  for,  but  some  midway  amount,  with 
the  alternative  that  if  you  get  your  proof  you  can 
get  the  further  allowance;  I should  not  object  to 
that. 

20.511.  That  is  what  you  have  got;  you  have  got 
the  alternative,  have  you  not? — Up  to  now  I think 


we  have  got  to  be  satisfied  with  our  one-sixth  allow- 
ance, have  we  not? 

20.512.  If  you  prove  you  have  spent  more  you  can 
get  it? — But  you  have  to  get  the  actual  figure  and 
prove  it;  that  is  the  position,  is  it  not? 

20.513.  Yes,  that  is  it?— My  objection  to  that  is 
what  I have  said,  that  the  larger  number  of  small 
property  owners,  people  who  own  a few  houses,  are 
not  able  to  deal  with  this  matter  satisfactorily;  that 
is  the  difficulty.  Could  you  not  give  them  an  alter- 
native plan ; that  would  help,  I think. 

20.514.  Sir  J.  Earmood-Banner : Did  you  consider 
this  new  section  in  the  1919  Finance  Act  a very  big 
addition  to  the  previous  rights? — Yes.  Let  me  say 
at  once,  please,  that  I welcomed  it  very  much, 
certainly. 

20.515.  And  as  soon  as  you  got  that  you  asked  for 
more? — No,  I asked  for  what  I did  ask  for  first. 
If  I may  say  so,  my  paper  was  drawn  up  before  the 
announcement  was  made  in  the  House  as  to  this.  I 
am  glad  you  asked  that  question,  because  I am  glad 
to  make  it  clear. 

20.516.  I suppose  you  have  no  grievance  whatever 
for  the  class  you  represent  as  regards  the  assess- 
ment of  manufactories  or  places  used  for  business? 
For  Imperial  taxation? 

20.517.  Yes,  under  Schedule  A.  You  are  quite 
satisfied  that  there  is  fair  dealing  for  the  premises 
which  are  used  for  business  purposes?— I think  so, 
yes.  I have  not  given  very  much  consideration  to 
that. 

20.518.  I will  not  ask  you  anything  more  on  that, 
as  we  are  going  to  have  a witness  later  on.  You 
have  nothing  whatever  to  say  about  the  assessment 
of  ground  values  as  a fairer  method  of  dealing  witD 
this  than  the  present  method? — Oh,  no;  I think  that 
is  much  too  wide  a subject  to  go  into.  I have  no 
faith  in  it,  and  I have  nothing  to  propose  in  that 
direction.  I should  say  it  is  impossible. 

20.519.  Chairman:  We  are  very  much  obliged  to 
you? — j think  it  would  be  very  useful  if  T were  to 
get  out  some  statement.  Could  you  let  me  know 
what  time  might  be  reasonable? 

20.520.  I cannot  tell  you  the  final  time,  but  if  it 
would  be  convenient  to  you  any  time  within  three 
weeks  or  a month  will  do? — Thank  you.  I am 
anxious  to  have  as  long  as  I possibly  can. 

20.521.  It  will  be  very  interesting  to  get  your 
further  figures,  and  if  you  can  do  so  we  shall  be 
very  much  obliged  to  you  if  you  will  send  them 
in  to  our  Secretary? — Yes. 


Mr  James  Steel  M.A.,  F.S.I.,  F.A.I.,  on  behalf  of  the  Property  Owners’  and  Factors’  Association  (Glasgow), 
’ ’ ’ Limited,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

20.522.  (1)  I am  a Fellow  of  the  Surveyors’  Institu- 
tion, and  a Fellow  of  the  Auctioneers’  and  Estate 
Agents’  Institute.  I carry  on  business  as  a property 
agent  and  house  factor  in  Glasgow,  and  have  had  a 
long  and  extensive  business  experience. 

20.523.  (2)  I am  here  as  President  of  the  Property 
Owners’  and  Factors’  Association  (Glasgow),  Ltd.,  an 
organisation  with  a membership  of  over  5,000,  all  of 
whom  are  owners  or  factors  of  real  or  heritable  pro- 
perty in  Glasgow  and  district.  The  Association  exists 
for  the  protection  of  the  interests  of  owners  of  such 
property.  I put  in  a print  of  its  Memorandum  and 
Articles,  and  would  refer  to  Article  III.  (c)  as  defining 
its  functions  in  this  respect.  The  members  of  the 
Association  are  about  one-sixth  in  number  of  the 
owners  of  real  property  in  Glasgow,  and  represent 
about  £4,000,000  capital  value.  In  addition  to  owners, 
nearly  all  the  property  agents  in  Glasgow  and  district 
are  members.  Property  agents  are,  of  course,  respon- 
sible for  the  management  of  almost  all  the  real  pro- 


perty in  the  city.  The  Association  is  also  federated 
with  the  National  Federation  of  Property  Owners  of 
Great  Britain.  I am  a member  of  the  Executive  of 
the  latter  body.* 

20.524.  (3)  I am  also  President  of  a body  called  the 
National  Federation  of  Property  Owners’  and  F actors’ 
of  Scotland,  in  which  are  united,  by  federal  union, 
most  of  the  Property  Owners’  and  Factors’  Associa- 
tions in  Scotland.  I put  in  a print  of  the  constitu- 
tion of  that  body. 

20.525.  (4)  By  far  the  greatest  mass  of  dwelling-house 
property  in  cities  in  Scotland  consists  of  blocks  of 
what  is  known  as  tenement  property,  and  in  this  class 
of  property  the  largest  portion  of  the  population  is 
housed.  According  to  technical  definition  in  Scotland, 
a tenement  is  not  a single  house,  but  refers  to  blocks 
of  buildings  including  numbers  of  separate  dwelling- 
houses  under  one  roof.  There  is  a common  entry 
passage  from  the  street,  and  the  building  rises  to 

* The  witness  desires  to  add  that  his  evidence  is  to  be  accepted 
on  behalf  of  the  Surveyors’  Institution  as  far  as  urban  property 
in  Scotland  is  concerned. 
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three  or  four  storeys  or  flats,  there  being  two  or  three, 
and  in  some  cases  four,  separate  dwellings  let  to  in- 
dividual tenants  on  each  floor.  Each  of  these  separate 
dwelling  houses  has  its  own  front  door  entering  from 
a common  passage.  Such  tenements  or  blocks  of  pro- 
perty are  most  frequently  constructed  so  as  to  have  a 
number  of  shops  on  the  ground  floor  entering  from  the 
street.  This  has  long  formed  a composite  investment 
which  has  always  been  attractive  to  investors  and 
mortgagees  or  bondholders.  It  has  almost  all  been 
built  by  private  enterprise,  builders  before  the  war 
freely  obtaining  loans  of  two-thirds  value  on  a valua- 
tion by  a surveyor,  from  trustees,  banks,  insurance 
companies,  and  private  lenders. 

20.526.  (5)  For  about  10  years  before  the  war  pro- 
perty had  been  in  a very  depressed  condition,  owing 
to  overbuilding,  and  naturally  new  building  greatly 
fell  off.  During  this  period  also  there  was  a marked 
upward  tendency  in  wages  and  price  of  materials  as 
well  as  in  the  imposition  of  rates  and  taxes  which, 
combined  with  the  large  amount  of  unlet  property 
and  considerable  reduction  in  rents,  largely  increased 
the  annual  charges  and  diminished  the  income  obtain- 
able from  this  class  of  investment.  The  new  taxes 
under  the  Finance  (1909-10)  Act,  1910,  Part  I.,  also 
adversely  affected  real  property,  and  the  uncertainty 
as  to  their  incidence  and  amount  tended  to  sap  the 
market  value  of  property  and  stopped  new  building 
almost  entirely. 

20.527.  (6)  I have  dealt  particularly  with  the  case 
of  tenement  dwelling-house  property,  in  view  of  the 
gigantic  housing  problem,  which  is  at  present  costing 
the  nation  so  much  anxiety  and  expense,  and  which, 
unless  private  industry  can  be  induced  by  ameliora- 
tion of  the  present  oppressive  fiscal  and  other  charges 
on  property  to  resume  its  activities,  will  infallibly  lead 
to  the  ruin  of  existing  investors,  and  the  compulsory- 
devolution  upon  the  State  of  the  duty  of  housing  the 
people.  My  remarks,  however,  concern  the  supply  of 
commercial  or  business  property  as  well,  which  is  also 
inequitably  treated  in  the  same  manner  as  other  classes 
of  real  property  occupied  by  dwellings. 

20.528.  (7)  I desire  now  to  refer  to  certain  specific 
features  in  the  existing  levy  of  the  Income  or  Property 
Tax,  Schedule  A,  which,  in  the  opinion  of  owners, 
Beriously  and  prejudicially  affect  them,  and  are,  as 
they  consider,  inequitable  as  throwing  a larger  relative 
burden  upon  the  owners  of  real  property  than  is  borne 
by  owners  of  other  investments  which  are  subject  to 
the  tax  under  Schedule  D. 

20.529.  (8)  I assume  that,  at  least  in  theory,  the  In- 
come Tax  Schedule  A,  just  as  in  the  case  of  the 
similar  tax  levied  under  Schedule  D,  is  intended  to  be 
a tax  on  real  profits  or  gains.  In  this  view  I am  sup- 
ported by  the  opinions  of  the  Judges  in  the  House  of 
Lords  in  the  case  of  the  London  County  Council  and 
Attorney-General,  Appeal  cases  H.L.  1901,  where  Lord 
Macnaghten  expressed  himself  in  his  judgment  as 
follows : — 

“ Income  Tax  is  a tax  on  income. 

‘‘  It  is  one  tax,  not  a collection  of  taxes  essen- 
“ tially  distinct.  In  every  case  the  tax  is  a tax 
“ on  income,  whatever  may  be  the  standard  by 
“ which  the  income  is  measured.  It  is  a tax  on 
“ profits  or  gains  in  the  caso  of  duties  chargeable 
“ under  Schedule  (A),  and  the  expression  ‘ profits 
“ °f  Sains  ’ is  constantly  applied  without  distinc- 
“ tion  to  the  subjects  of  charge  under  all  the 
“ Schedules.” 

Lord  Davey  also  expressed  himself  in  the  same 
sense. 

Mr.  Hubbard,  the  Chairman  of  a Committee 
appointed  in  1861  to  “ inquire  into  the  present 
((  ™ode  of  assessing  and  collecting  the  Income  and 
(i  Property  Tax  and  whether  any  mode  of  levying 
‘‘  the  same,  so  as  to  render  the  Tax  more  equitable 
can  be  adopted,”  in  a Memorandum  presented  to 
the  Committee  refers  thus  to  the  nomenclature  of 
the  tax.  “ The  existing  tax  is  called  the  ‘Property 
and  Income  Tax.’  Why  it  is  so  called  is  not 
u apparent.  It  does  truly,  in  many  instances  tax 
both  property  and  the  income  arising  from  that 
Property , but  it  is  not  probable  that  to  declare 
the  special  vice  of  the  tax  was  the  intention  of  its 


“ double  name.  Obviously,  however,  the  same  tax 
“ should  not  be  a Property  and  Income  Tax,  and  while 
“ a tax  on  the  transfer  of  property  may  rightly  be  a 
“Property  Tax,  occurring  as  it  would  at  intervals 
“ of  many  years,  so  an  annual  tax  necessarily  paya- 
“ ble  out  of  income  should  be  an  Income  Tax.” 

20,530.  (9)  My  submission  is  that  the  Income  Tax 
Acts,  while  applying  a standard  for  the  calculation 
of  profits  or  gains  assessed  under  Schedule  D which 
substantially  corresponds  with  actual  profits  earned, 
do  not  by  any  means  bring  out  a similar  corre- 
spondence in  regard  to  the  levy  upon  heritable  pro- 
perty. In  Scotland  the  sum  from  which  the  calcula- 
tion of  assessable  value  springs  is  the  gross  annual 
rent  or  value  of  the  property  as  determined  by  the 
Assessor  for  each  district  under  the  Lands  Valuation 
(Scotland)  Act,  1854,  and  as  it  appears  on  the  Valua- 
tion Roll  which  is  made  up  annually.  In  the  case 
of  ordinary  urban  property  of  houses  and  buildings, 
there  was  allowed  under  the  Finance  Act,  1894  (57 
and  58  Vic.,  c.  30),  a deduction  of  one-sixth  of  the 
gross  annual  value  of  the  assessable  rental.  This 
allowance  is  supposed  to  represent  outlay  on  main- 
tenance, repairs,  insurance,  and  management.  A 
further  deduction  was  made  in  Scotland  in  terms  of 
the  Taxes  Act,  1856  (19  and  20  Vic.,  c.  80,  sec.  1),  in 
respect  of  local  rates  imposed  on  the  owners  so  as 
to  equalize  the  position  of  the  Scottish  owner  with 
that  of  owners  in  other  parts  of  the  United  Kingdom 
where  no  such  rates  are  charged  against  the  owner. 
This  latter  allowance  varies  with  the  burden  of  rates 
from  year  to  year.  Both  these  deductions  are  carried 
into  the  Income  Tax  Act,  1918.  In  view  of  the  fact 
that  “ voids  or  empties  ” in  a property  are  excluded 
in  assessment  to  Property  Tax,  both  of  the  above 
allowances  are  calculated  only  on  the  proportion  of 
the  gross  annual  value  which  represents  actual  occu- 
pancies, although  owners’  rates  are  charged  on  the 
annual  value  without  any  deduction  for  “ voids,” 
and  the  investment  as  a whole  requires  to  be  kept 
in  good  repair.  To  illustrate  this  by  a concrete 
example  there  may  be  assumed  a property  consisting 
of  various  separate  occupancies  the  cumulo  gross 

annual  value  of  which  is £180  0 0 

of  which  £30  is  “ voids  or  empties  ”...  30  0 0 

the  basis  is  thus  reduced  to  £150  0 0 

This  sum  of  £150  is  subject 
to  the  statutory  deduction 

of  one-sixth  £25  0 0 

plus  the  allowance  for 
owners’  rates,  say  15  per 

cent.  £22  10  0 

£47  10  0 


bringing  out  the  net  assessable  value  of  £102  10  0 


20.531.  (10)  Such  being  the  system  under  the  Income 
Tax  Acts,  I have  to  submit  that  the  result  isi  to 
bring  out  as  assessable  value  a sum  which  is  in  every 
case  considerably  in  excess  of  the  actual  income 
derived  from  the  property;  and  in  regard  to  the  case 
of  small  rented  dwelling-house  property,  where  the 
cost  of  repairs  is  high,  the  discrepancy  is  more  pro- 
nounced. This  results  mainly  from  the  fact  that 
the  allowance  of  one-sixth  is  not  sufficient  and  does 
not  nearly  represent  the  average  normal  expenditure 
upon  maintenance,  repairs  and  management  of 
property. 

20.532.  (11)  Previous  to  1914  the  cost  of  upkeep  of 
dwelling-houses  of  the  smaller  class  in  accordance 
with  statistics  submitted  to  Lord  Hunter,  Chairman 
of  a Departmental  Committee  appointed  in  October, 
1915,  by  the  Secretary  for  Scotland  to  enquire  into 
the  circumstances  connected  with  an  alleged  recent 
increase  in  the  rental  of  small  dwelling-houses  in 
industrial  districts  in  Scotland,  exceeded  25  per 
cent,  of  the  net  rental.  The  present  statutory 
allowance  for  such  cost  of  one-sixth,  or  sixteen  and 
two-thirds  per  cent,  is,  therefore,  obviously  in- 
sufficient at  the  present  time. 

20.533.  (12)  In  assessing  Income  Tax  under  Schedule 
A,  there  is  no  doubt  a provision  under  the  Finance 
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Acts,  and  now  embodied  in  the  Income  Tax  Act, 
1918^  that  in  the  case  of  dwelling-houses  with  a 
rental  or  annual  value  not  exceeding  £12,  extended 
by  the  Finance  Act  of  1919  to  £60,  a return  of 
Income  Tax  to  a certain  extent  will  be  made  by 
the  Inland  Revenue  in  respect  of  the  costs  of  main- 
tenance and  repairs,  when  these  exceed  the  one-sixth 
allowed.  This  was  originated  in  1909  by  Mr.  Lloyd 
George,  who  proposed  in  the  case  of  real  property 
that  a special  5 per  cent,  allowance  be  made  for  cost 
of  management  in  addition  to  the  existing  allowance 
of  one-sixth  and  one-eighth  for  repairs.  In  the  case 
of  Schedule  A it  was  provided  that  if  the  owner  of 
any  land  including  farm-houses  and  buildings  or  any 
bouse,  the  annual  value  of  which  does  not  exceed  £8, 
showed  that  the  cost  of  maintenance,  repairs, 
management  and  insurance,  on  the  average  of  the 
preceding  five  years,  had  exceeded  in  the  case  of 
land  one-eighth  part  of  the  annual  value  and  in  the 
case  of  houses  one-sixth  part  of  the  annual  value,  he 
shall  be  entitled  to  a repayment  of  the  tax  on  the 
excess,  not  exceeding  in  the  case  of  land  one-eighth 
part  and  in  the  case  of  houses  one-twelfth  part  of 
the  tax  on  the  annual  value.  This  brought  the 
maximum  total  allowance  for  repairs  and  mainten- 
ance up  to  25  per  cent,  of  the  annual  value  of  the 
property  in  both  cases.  For  farm  property  there 
was  the  old  allowance  of  one-eighth  plus  the  new 
allowance  of  one-eighth,  equals  one-quarter  or  25  per 
cent. ; for  houses  correspondingly  one-sixth  plus  one- 
twelfth  equals  one-quarter  or  25  per  cent.  By  the 
Finance  Act  of  1914  the  rental  limit  was  extended 
to  houses  of  £12,  increased  by  the  Finance  Act  for 
the  current  year  to  £60,  and  reclaim  could  be  on  the 
excess  expenditure  without  limit. 

20.534.  (13)  This  concession,  however,  is  subject  to 
so  many  conditions  and  is  so  complicated  that  it  has 
been  of  little  real  benefit  to  owners,  and  when  taken 
advantage  of,  involves  much  clerical  labour  and  work 
by  the  factors  and  by  the  Inland  Revenue  officials, 
and  in  practice  does  not  meet  or  only  very  partially 
meets  the  grievance.  As  an  illustration  showing  the 
inadequacy  of  the  present  allowance,  it  was  found 
by  a member  of  the  Association  on  making  up  claims 
(which  have  been  now  admitted  and  paid)  under 
section  69  of  the  Finance  Act  (1909-10)  1910,  as 
amended  by  section  8 of  the  Finance  Act,  1914,  for 
the  owners  of  103  ordinary  Glasgow  tenement  pro- 
perties which  included  some  premises  outwith  the 
rent  limit  of  £12,  but  with  a proportion  of  houses 
within  that  limit,  of  a total  assessable  annual  rental 
of  £11,236  9s.  that  over  a period  of  five  years  the 
average  yearly  cost  of  maintenance  was  29£  per  cent., 
that  he  could  reclaim  Property  Tax  on  the  excess 
expenditure  only  of  £7,833  15s.  (the  rental  within 
the  limit),  but  that  the  average  cost  of  maintenance 
per  annum  on  the  rents  outwith  the  limit  was 
£951  17s.  5d.,  on  which  the  one-sixth  allowance  was 
only  £567  2s.  4d.,  and  there  was  thus  paid  on  the 
difference  of  £3,841  15s.  Id.  at  5s.  in  the  £ as 
Property  Tax,  £96  3s.  9d.  in  excess  of  the  actual  in- 
come, which  was  irrecoverable.  These  tenements 
belonged  to  a number  of  different  owners. 

20.535.  (14)  The  house  rental  limit  obtaining  at  the 
date  of  the  aforementioned  claims  was  £12,  but  has 
been  extended  by  the  Finance  Act  of  1919  to  £60. 
So  far,  therefore,  as  these  claims  contain  houses 
within  the  increased  limit,  the  owners  will  be  able,  in 
future,  by  means  of  the  intricate  and  complex  system 
adopted  by  the  Inland  Revenue,  to  re-claim  the  In- 
come Tax  upon  the  non-existent  hypothetical  income 
on  which  they  have  been  assessed.  It  has  farther  to 
be  noted  that  this  new  arrangement  is  applicable 
to  houses  only,  and  in  Scotland  the  many  composite 
subjects,  i.e.,  tenements  of  houses  with  shops  on  the 
ground  flat,  do  not  receive  the  same  benefit  as  sulv 
jects  composed  solely  of  houses,  with,  of  course,  the 
added  complexity  of  claim  calculation  in  such  cases. 

20.536.  (15)  It  has  also  to  be  observed  that  when  the 
increases  granted  under  sections  14  (a)  and  19  (b)  of 
the  1919  Act  are  fully  operative,  houses  now  assessed  at 
from  £52  5s.  to  £60  per  annum  will  exceed  the  limit 
of  £60  and  will  be  excluded  accordingly  from  the 
benefit  of  this  recent  concession.  This  could  have 
been  avoided,  if,  in  Scotland,  the  rental  limit  of  the 


Finance  Act  of  1919  had  been  made  to  synchronise 
with  the  rental  limit  of  the  Rent  Restriction  Act  of 
1919,  i.e.,  the  concession  would  have  applied  to  all 
houses  the  standard  rent  of  which  did  not  exceed  £60. 

20.537.  (16)  In  1894,  when  Sir  William  Harcourt 
provided  for  the  deduction  of  one-sixth  from  the 
rack-rent  value  of  buildings  as  an  allowance  to  cover 
maintenance  and  repairs,  it  appears  that  this  allow- 
ance was  intended  to  cover  also  the  eventual  re- 
placement of  buildings,  as  he  referred  to  Mr.  Hub- 
bard’s recommendation  of  1861,  and  from  Mr. 
Hubbard’s  argument  it  appears  that  he  adopted  the 
figure  of  one-sixth  a3  calculated  to  cover  the  “ ulti- 
mate renewal  of  the  fabric  when  decayed  by  age,” 
as  well  as  current  repairs.  The  one-sixth  is  hopelessly 
inadequate  even  for  upkeep,  and  if  the  allowance  is 
to  cover  wear  and  tear  so  as  to  provide  for  replace- 
ment, even  one-fourth  of  the  gross  rack-rent  would 
be  insufficient.  It  has  been  calculated  that  the  houses 
in  the  United  Kingdom  are  worth  (irrespective  of  the 
land)  about  £2,300,000,000.  Supposing  these  houses 
last  on  an  average  even  so  long  as  100  years,  there  is, 
on  the  present  basis  of  assessment,  a loss  of  capital 
every  year  of  £23,000,000,  for  which  there  is  no 
deduction  at  all. 

20.538.  (17)  With  regard  both  to  the  allowance  of 
one-sixth,  even  were  ft  itself  adequate  (which  it  is  far 
from  being)  and  the  allowance  for  owner’s  rates,  I 
would  further  point  out  that  these  deductions  are 
not  allowed  in  respect  of  voids  or  empties,  but  merely 
from  such  part  of  the  annual  value  as  represents 
occupation.  The  technical  reason,  no  doubt,  is  that 
voids  or  empties  are  excluded  in  assessment,  but 
equitably  regarded,  that  appears  to  me  an  unsound 
and  fallacious  argument.  Taking  the  case  of  flatted 
property,  whether  of  offices  or  dwelling-houses  where 
many  separate  occupancies  exist  under  one  roof,  and 
all  form  in  combination  one  investment  (a  state  of 
matters  all  but  universal  in  Scotland),  it  is  obvious 
that  whether  any  separate  part  of  the  house  or  build- 
ing be  let  or  not,  the  owner  has  still  to  repair, 
maintain,  and  manage  the  same  as  an  integral  part 
of  his  investment,  and  in  Scotland  generally — and 
certainly  in  Glasgow — he  is  rated  as  owner  for  local 
assessments  on  the  annual  value  of  his  premises, 
whether  occupied  or  not. 

20.539.  (18)  Applying  these  remarks  to  the  above 
concrete  case  of  a property,  the  result  is  that  the 
owner,  instead  of  receiving  one-sixth  (inadequate  as 
it  itself  is)  on  £180 — his  full  annual  value — or  £30, 
only  receives  a deduction  of  one-sixth  on  £150,  or 
£25.  Instead  also  of  receiving  15  per  cent,  on 
£180,  or  £27,  he  receives  only  15  per  cent,  on  £150, 
or  £22  10s.  He  is  thus  assessed  on  outlays  for  main- 
tenance, repairs,  and  management,  and  for  owners’ 
rates  on  £9  10s..  entailing  a payment  at  the  present 
rate  of  tax  of  £2  17s..  which  is  paid  on  disburse- 
ments and  not  profits.  The  result  is  that  wherever 
there  are  voids  the  owner  is  penalized,  and  not  allowed 
any  deduction  for  necessary  outlays  on  his  invest- 
ment, which  must  be  kept  up  whether  tenanted  or 
not,  on  which  owners’  rates  must  be  paid  whether 
tenanted  or  not,  and  which  is  built,  valued,  bought 
and  sold  as  a single  and  indivisible  investment. 

20.540.  (19)  If  each  building  were  treated  as  a 
“ unum  quid  ” which  is  done  so  far  as  the  let  portions 
are  concerned,  Scottish  owners  would  get  relief  in 
respect  of  cost  of  repairs,  &c.,  and  rates  levied  on 
empty  premises.  The  Surveyors  get  round  this  diffi- 
culty by  not  assessing  empties,  and  stating  that  the 
correct  method  of  assessment  is  to  take  separately 
each  entry  in  the  valuation  roll,  and  on  that  basis, 
to  grant  any  relief  in  the  case  of  empty  premises, 
would  mean  on  the  single  transaction  a deficit  to  the 
Revenue  and  that  they  have  no  power  to  incur  such 
a debit  charge.  While  the  Assessors  may  be  legally 
right  the  method  adopted  nullifies  in  the  case  of  un- 
occupied premises  the  relief  presumed  to  be  given 
in  terms  of  the  provisions  above  referred  to. 

20.541.  (20)  It  may  also  be  pointed  out  that  in 
deciding  the  rate  of  tax  leviable  under  other 
Schedules,  of  which  the  most  important  is  Schedule 
D.  the  whole  income  including  that  from  property 
liable  to  assessment  under  Schedule  A is  considered, 
and  it  would,  therefore,  be  only  fair  to  consider 
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also  the  whole  outgoings  required  to  earn  the  income. 
Under  the  present  system  the  owner  of  real  property 
suffers  owing  to  the  conventional  standard  of  deduc- 
tion being  insufficient  to  cover  the  necessary  outlays 
before  net  rent  is  arrived  at.  Moreover  a taxpayer 
is  frequently  on  this  account  drawn  into  a higher 
category  of  assessment  under  Schedule  D than  is 
justified  by  his  actual  profits. 

20.542.  (21)  I respectfully  suggest  the  following 
alternative  proposals  for  remedying  the  aforesaid 
inequitable  conditions  under  which  Income  Tax, 
Schedule  A,  is  levied,  viz. : — 

1.  that  the  owner  be  assessed  upon  the  actual 

returns  from  his  property,  as  owners  of 
other  classes  of  property  are ; or 

2.  that  the  statutory  allowance  of  one-sixth  be 

raised  to  one-fourth,  and  that  that  allow- 
ance and  the  allowance  in  respect  of  owners’ 
rates  be  allowed  as  deductions  from  the 
gross  annual  value  of  the  property  in  order 
to  arrive  at  net  assessable  value,  with 
power  to  reclaim  in  respect  of  all  properties 
where  the  cost  of  management,  repairs,  and 
maintenance  exceeds  the  suggested  allow- 
ance of  one-fourth. 

It  might  be  possible  to  give  the  owners  the  option 
of  selecting  either  of  the  above  modes  of  making 
his  returns,  but  if,  to  ensure  uniformity,  one  or  other 
of  the  two  were  adopted  by  the  Legislature,  the 
owners’  grievance  would  have  been  substantially 
removed  and  a more  equitable  levy  assured. 

20.543.  (22)  I cannot  but  express  the  opinion  that 
unless  some  relief  is  given  to  owners  of  real  property 
which  is  covered  with  buildings,  and  to  a large  extent 
dwelling-houses  for  the  working  class,  there  is  no 
hope  of  private  industry  being  tempted  to  resume 
its  former  activities  and  the  result  will  be  a more 
terrible  house  famine  than  exists  at  present.  In- 
vestors have  been  hardly  hit  by  the  inequitable  levy 
of  the  Income  Tax  and  with  some  justice  call  for  an 
immediate  reform. 

iThis  concludes  the  evidence-in-chief.'] 

20.544.  Chairman : We  have  just  had  two  witnesses 
who  have  dealt  with  a great  many  of  the  points 
which  you  have  brought  up  in  your  paper ; that  will 
save  you  some  examination,  which  I think  probably 
will  be  a pleasure  to  you? — Yes,  my  lord,  it  will. 

20.545.  At  the  same  time  the  Commissioners  have 
your  paper  before  them,  and  there  are  some  questions 
which  no  doubt  they  would  like  to  ask  you. 

20.546.  Dr.  Stamp:  You  refer  in  the  opening 
part  of  your  proof  to  a particular  type  of  property 
that  is  commoner  in  Scotland  than  in  England? — 
Yes,  that  is  the  composite  tenement. 

20.547.  Yes.  You  speak  of  that  as  being  an  invest- 
ment which  has  been  attractive  to  investors  and 
mortgagees  or  bondholders.  Do  I understand  that 
the  attractions  are  now  vanishing? — They  have  prac- 
tically vanished. 

20.548.  Do  you  anticipate  that  that  will  remain 
the  case  in  the  future? — It  is  impossible  to  answer 
definitely  until  we  have  some  more  accurate  guid- 
ance as  to  the  action  of  the  Government  in  the 
housing  problem  generally. 

20.549.  You  speak  of  the  marked  upward  tendency 
of  wages  and  material,  and  the  increase  of  building 
oosts  generally.  I suppose  you  anticipate  a marked 

increase  in  rent  when  there  is  a free  market? Yes, 

we  do. 

20.550.  Will  not  that  to  a very  great  extent  off-set 
the  disabilities  which  you  are  now  speaking  of,  and 
bring  these  properties  back  to  the  position  of  a 
good  investment? — Not  necessarily. 

20.551.  Can  you  have  a remedy  applied  now  in 
the  present  exceptional  state  of  affairs— it  may  be 
altogether  out  of  harmony  with  the  facts  in  a few 
years? — You  mean  a remedy  as  far  as  Property  Tax 
is  concerned? 

20.552.  Yes? — Well,  we  think  we  can. 

20.553.  You  see  you  come,  on  the  crest  of  a par- 
ticular difficulty,  for  a particular  remedy  for  a state 
of  affairs  that  by  your  own  showing  may  pass  away? 


— That  is  quite  correct,  but  this  particular  defect  or 
disability  has  always  been  insistent  even  during  good 
times  in  Scotland. 

20.554.  How  could  that  be  so?  How  could  it  have 
been  a form  of  investment  always  attractive  to 
investors  and  mortgagees,  if  it  has  suffered  under 
peculiar  difficulties? — It  has  become  accentuated  dur- 
ing the  depression,  but  it  has  always  been  a difficulty 
that  has  been  recognized.  It  certainly  was  not  so 
acute  during  the  period  when  this  type  of  investment 
was  attractive. 

20.555.  If  it  has  been  a disability  in  the  past,  when 
the  rate  of  tax  was  low,  there  have  been  such 
counteracting  advantages  as  still  to  leave  it  a very 
attractive  form  of  investment? — Well,  sufficiently 
good  to  be  termed  attractive. 

20.556.  Would  you  term  it  a disability  if  you  could 
get  the  full  market  price  of  the  disability  returned 
to  you  in  your  investment? — One  could  hardly  in 
that  case. 

20.557.  I think  what  you  are  referring  to  is  the 
great  rise  in  taxation  which  has  taken  place  since 
the  investment  was  entered  upon,  and  which  was  not 
foreseen  ?— That  is  correct.  The  difficulty  has  always 
existed,  but  it  has  been  exceptionally  accentuated 
during  recent  years. 

20.558.  Then  you  have  no  faith  in  the  future  rise 
in  rents  bringing  the  investment  back  to  the  normal 
state? — As  I said,  the  data  that  we  have  for  fore- 
casting the  future  are  so  vague  that  it  is  impossible 
to  state  definitely,  but  it  would  have  that  tendency 
if  we  had  an  absolutely  free  hand. 

20.559.  Would  you  admit  that  as  compared  .with 
England,  Scotland  has  had  a considerable  advantage 
in  the  allowance  for  repairs? — I am  not  acquainted 
with  the  English  system. 

20.560.  You  know  that  the  gross  value  in  Scotland 
is  upon  the  gross  rent  including  the  owner’s  share 
of  the  rates? — That  is  correct. 

20.561.  To  get  it  into  the  identical  position  of  an 
English  property  you  would  have  to  deduct  the 
owner’s  share  of  rates  to  get  at  what  we  call  the 
English  rent? — Yes. 

20.562.  The  English  one-sixth  is  allowed  on  the 
English  rent,  and  the  Scottish  one-sixth  is  allowed 
on  the  Scottish  gross  rental? — Yes. 

20.563.  Therefore  the  one-sixth  for  repairs  in  Scot- 
land would  exceed  the  one-sixth  for  repairs  in 
England  on  the  same  house  by  one-sixth  of  the 
owner’s  rates? — Yes. 

20.564.  Therefore  Scotland  has  an  important  ad- 
vantage in  that  respect?— It  is  a distinct  benefit. 

20.565.  Chairman : It  is  very  nice  to  hear  that 
Scotland  enjoys  that  benefit. 

20.566.  Mr.  McTAntock : Is  the  valuation  all  over 
England  the  same  as  in  Scotland? — Entirely 
different. 

20.567.  Dr.  Stamp : My  point  is,  assuming  both 
houses  are  assessed  on  their  rack  rental  value — the 
definitions  of  annual  value  are  not  greatly  different. 
You  may  re-assess  more  often  than  they  do  in 
England,  but  the  house  is  assessed  on  its  full  annual 
value? — Quite.  We  have  an  annual  valuation  roll. 
The  house  is  assessed  every  year  according  to  the 
rent  at  which  it  is  let.  I understand  in  England  you 
have  or  ought  to  have  a quinquennia]  assessment  roll. 
We  have  an  annual  roll  absolutely  up  to  date  every 
year. 

20.568.  But  all  other  things  being  equal,  in  Scot- 
land the  one-sixth  is  calculated  also  upon  the  owner’s 
rates? — Yes. 

20.569.  You  have  that  advantage? — We  have  that 
advantage.  Of  course  it  has  its  disadvantages, 
because  we  are  rated  upon  that  gross  value,  which 
includes  the  owner’s  rates ; so  that  we  are  rated  upon 
the  owner’s  rates. 

20.570.  Fortunately  this  Commission  is  not  enquir- 
ing into  the  rating  system  in  Scotland? — I do  not 
want  the  Commission  to  have  the  impression  that 
Scotland  has  a tremendous  benefit. 

20.571.  Chairman:  I thought  you  would  qualify 
that;  but  it  is  very  interesting  to  hear  that  you  have 
a very  much  better  system  in  Scotland? — It  is  the 
general  impression,  because,  as  I say,  we  make  every 
Whitsuntide  a return  to  the  local  Surveyor  or 
Assessor  of  the  rents  at  which  the  various  premises 
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are  let  for  the  year  starting  from  Whitsunday;  we 

are  always  up  to  date.  ....... 

20  572.  Dr.  Stamp:  To  what  do  you  attribute  the 
superiority  of  the  Scotch  system  over  the  English 
system  of  valuation?— Well,  that  is  rather  a delicate 
question  for  a Scotsman  to  answer. 

1 20  573.  Shall  I suggest  to  you  the  answer? — If  you 
will  get  me  out  of  the  difficulty. 

20  574-  Shall  I suggest  to  you  that  it  is  the  associa- 
tion  of  the  oentral  representatives  of  the  Government 
in  the  valuation  with  the  local  Assessors,  instead  of 
the  value  for  rating  being  left  entirely  to  local 
authorities?— Well,  that  probably  is  the  explanation, 
but  would  not  that  rather  reflect  on  the  English  want 
of  system? 

20.575.  In  Scotland  you  have  a close  association 
between  the  value  for  local  purposes  and  the  value 
for  Imperial  purposes  represented  by  the  position 
taken  up  by  the  Surveyor  of  Taxes? — Yes. 

20.576.  Mr.  McLintock : In  Glasgow  the  Assessor  is 
not  a Surveyor  of  Taxes  ? — That  is  so ; any  city  or 
borough  can  appoint  its  own  Assessor  for  making  up 
this  annual  valuation  roll,  and  in  other  cases  the 
Surveyor  of  Taxes  has  the  double  persona;  he  is  a 
Government  official. 

20  577.  Dr.  Stamp : We  shall  have  statistics  before 
us  showing  the  areas  in  Scotland  which  enjoy  this 
advantage  and  those  which  are  deprived  of  it.  I am 
suggesting  to  you,  broadly  speaking,  that  when  we 
speak  of  the  Scotch  valuation  we  are  speaking  of  the 
areas  where  the  Surveyor  of  Taxes  is  the  centre  of 
both?— Yes. 

20.578.  And  in  that  probably  lies  the  advantage 
over  the  ordinary  English  system,  where  the  valua- 
tions are  purely  local,  and  where  the  Surveyor  has  no 
standing  for  local  purposes?— That  is  quite  correct. 
That  is  probably  the  origin.  Of  course  there  is  a 
further  distinction,  that  where  the  Government  official 
is  also  the  local  Assessor  he  must  use  his  own  roll 
for  valuation  purposes.  Where  there  is  a separate 
Assessor  as  in  Glasgow,  Edinburgh  and  Dundee  the 
Imperial  taxes  need  not  be  charged  on  the  local 
Assessor’s  roll. 

20.579.  The  Imperial  authorities  will  never  commit 
themselves  entirely  to  the  local  valuation  unless  they 
are  themselves  concerned  in  it? — Exactly  so. 

20  580.  And  therefore  the  Scotch  system  approxi- 
mates more  closely  to  that  of  the  Metropolis,  of 
London? — So  I understand. 

20.581.  Coming  back  to  your  proof,  in  paragraph  16 
you  refer  to  the  loss  of  capital  in  the  wastage  or  the 
decay  of  property? — Yes. 

20.582.  And  you  suggest  that  if  the  property  lasts 
for  100  years  it  is  necessary  to  put  aside  1 per  cent, 
per  annum  for  its  exhaustion?— That  is  what  is  sug- 
gested. There  is  a slight  mistake  in  the  printing 
there. 

20.583.  Yes,  I noticed  that.  It  is  meant  for 
£2,300,000,000?— Yes. 

20.584.  All  you  are  suggesting  is  that  you  have  to 
put  on  one  side  1 per  cent,  per  annum  to  provide  tor 
expenses? — Yes,  that  is  correct. 

20.585.  Have  you  worked  that  out  as  a sinking 
fund?— No.  What  we  are  really  wanting  to  bring  m 
thero  is  that  the  one-sixth  allowance  when  originally 
granted  was  intended  to  cover  not  only  maintenance, 
insurance,  management  and  repairs,  but  also  depi  eola- 
tion ; that  was  the  original  intention  when  the  one- 
sixth  was  allowed. 

20.586.  You  refer  here  to  1 per  cent,  of  the  capital 
value? — Yes. 

20.587.  Have  you  worked  out  what  proportion  that 
is  of  the  annual  value?-I  think  approximately, 
taking  the  typical  tenement  case  which  was  submitted 
to  Lord  Hunter’s  Departmental  Committee  last  year, 
15  per  cent. 

20.588.  So  that  15  per  cent,  of  the  rent  has  got  to  be 
set  aside  every  year  to  provide  for  the  eventual  decay 
of  the  building? — Yes. 

20.589.  I suggest  to  you  that  that  method  would  be 
doing  violenoe  to  every  acoepted  actuarial  and  com- 
mercial  method  of  providing  for  such  was  g 
might  be  bo;  I do  not  know. 


20,590.  I suggest  to  you  that  one-eighth  of  1 per 
cent!  would  be  absolutely  adequate  as  a sinking  fund 
for  100  years? — I am  afraid,  being  Scotch,  I could 
hardly  admit  that  until  I have  worked  it  out. 

20,591-  Would  you  be  inclined  to  admit  that  15  per 
cent,  for  100  years  is  prima  facie  wrong  when  you  con- 
sider that  money  put  aside  will  double  in  anything 
from  15  vears  upwards? — It  appears  to  be  so. 

20  592.” Mr.  McLintock:  Is  it  15  per  cent,  of  the 
rent’ or  15  per  cent,  of  the  land  and  buildings? — 15 
per  cent,  of  the  annual  rent. 

20.593.  Dr.  Stamp:  1 per  cent,  of  the  capital 
value,  the  witness  said,  would  be  15  per  cent,  ot  the 
rental.  At  any  rate,  whatever  the  actual  figure  may 
be  if  you  are  presented  with  a flgurc  that  would 
amount  in  100  years  to  the  value  of  the  building, 
that  would  content  you?— Yes,  I expect  so. 

20.594.  So  that  we  will  waive  the  arithmetic  and 

consider  the  principle?— Thank  you.  . . , 

20  595.  Have  you  thought  of  what  the  principle 
would  involve  in  other  directions?  If  you  make  an 
allowance  for  properties  lasting  100  years,  what 
would  you  do  for  income  from  human  efloi t lasing 
say  30  years?— I am  afraid  I do  not  follow. 

20,596.  You  propose  to  provide  for  wastage  lasting 

1020J597.  House  property  is  at  any  rate  as  stable  a* 
most  kinds  of  embodiments  of  capital;  is  that  so. 

Yes,  especially  Scotch  property,  which  is  very  much 
more  substantially  built. 

20  598.  You  would  represent  it  as  the  most  stable 
type’,  more  stable  than  the  goodwill  of  a business.— 

ygcf  g0  if  you  paid  for  the  goodwill  of  a busi- 
ness  you'  would  here  to  provide  all  [the  more  for  toot 
wastage  at  the  end  of  the  time?— Probably. 

20.600.  Wiat  about  a doctor  who  has  had  an  ex- 
pensive education,  which  may  he  regarded  as  hm 
initial  capital.  He  could  only  expect  to  ™ h- 
that  capital  for  30  years;  would  you  provide  for  that 
wastage?— Probably  he  does  in  his  charges. 

20.601.  If  you  are  going  to  give  it  for  a house 
lastins  100  years  then  you  have  got  to  give  it  for 
ivty^d  of  yield  from  an  investment ?-I  should 

th“802°:  When  everybody  has  got  it,  when 
is  standing;  on  a bbx  to  see  over  everybody  else  s heaj, 
are^they  not  all  in  the  same  position?-It  depends  on 
the  height  of  the  box. 

20  603.  If  everybody  got  that  allowance  the  revenue 
would  be  correspondingly  reducedf—Ies. 

90  604  And  if  vou  have  to  maintain  the  f“ly1“a 
the  fates  will  have  to  go  up  for  everybody  P- 
Necessarily  so. 

90  605  I suggest  to  you  that  if  you  allow  the  most 
extreme  case  ^ f a ho/se  lasting  100  years,  you  have 
to  make  allowance  for  everybody?-Yes  I m ade 
stand  you  make  allowances  m other  spheres 
depreciation. 

20  606  Yes,  possibly  under  certain  circumstances , 
but  coming  to  this  particular  point,  if  you  allow  for 
toe  100  yEears-  wastage  yon  have  got  to  allow  for 
everybody;  there  is  wastage  in  almost  everything. 
Practically.  . 

90  607  Then  are  we  not  all  pretty  much  m ® 
supposition  as  before ?-Not  necessarily  so;  there 
would  be  different  rates  of  wastage. 

90  608  Sir  W.  Troioer:  I do  not  think  you  ex- 
plata“  in  reference  to  paragraph  17  how  you^eal 
with  the  owner  of  one  house  which  is  vacant  f-There 
i,  a peculiar  difficulty,  I believe,  and  again  it  » » 
Scotch  difficulty.  We  pay  owner’s  rates jujum  ah  th 
rp,ntnl  whether  it  is  let  or  unlet,  but  tne  imauu 
Revenue  if Taking  their  deduction  for  owner’s  rates 
and  for  repairs  take  it  only  from  the  let  portion, 
that  is  to  sav  if  you  had  premises  which  were  valued 
at  £120,  and  there  was  £100  let,  and  £20  npj, 
you  would  get  these  deductions  only  upon  the  £10° 

■ 20  609  I am  talking  of  the  owner  of  one  house 
only,  which  is  vacant?-Well  we  have  got  to  pay  our 
owner’s  rates  in  full,  whether  the  house  is  let  or 

UI2ot610.  This  is  as  regards  the  Income 
perty?— There  is  no  assessment  made  in  that  case. 
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20.611.  And  you  ask  for  an  allowance? — Only  in 
the  case  where  there  is  more  than  one  subject  treated 
together,  i.e.,  under  one  roof. 

20.612.  Only  in  the  case  where  the  taxpayer  owns 
more  than  one  house? — Yes,  that  is  correct,  such  as 
a block  of  offices. 

20.613.  Yes,  I quite  understand  your  answer.  The 
owner  of  one  house  which  was  vacant  would  be  in  a 
worse  position  than  the  owner  of  several  houses  some 
of  which  were  vacant;  the  one  would  get  an  allowance 
and  the  other  would  not? — No,  he  would  get  no 
allowance  for  the  empty  premises. 

20.614.  \ ery  well,  I have  got  your  answer.  You 
speak  in  the  last  paragraph  of  your  proof  of  the 
house  famine  that  exists  at  present? — Y7es. 

20.615.  Are  there  in  fact  voids  or  empties  in  work- 
men’s dwellings  in  Scotland?— Practically  none. 

20.616.  Mr.  McLintock : You  mean  none  at  pre- 
sent?— None  at  the  present  time. 

20.617.  There  have  been  many  in  the  past? 

Within  10  years  we  had  slightly  over  20,000  in  Glasgow. 

20.618.  Of  unlet  tenement  houses?— Unlet  houses— 
small  working  class  houses. 

20.619.  In  your  paragraph  8 you  refer  to  the  theory 
that  Income  Tax  is  intended  to  be  a tax  on  rea'l 
profits  or  gains? — Yes. 

20.620.  Do  you  suggest  that  the  best  method  of 
assessing  the  revenue  from  property  is  to  arrive  at 
the  actual  amount  year  by  year? — We  do. 

20.621.  Have  you  considered  the  practical  diffi- 
culties in  the  way  of  such  an  assessment?— No,  but  I 
have  heard  a good  deal  of  them  from  various  friends 
who  are  connected  with  the  Inland  Revenue. 


20,622  You  have  a fairly  wide  experience.  When 
you  think  of  all  the  various  types  of  property  owners 
all  over  the  Kingdom,  do  you  think  it  is  a practical 
suggestion  to  put  forward  to  ask  each  of  those 
individuate  to  make  a return  of  the  rent  he  receives 
and  his  repair  expenditure  and  insurance  and  all 
other  charges? — Yes,  I do. 

20.623.  You  do  seriously  put  that  forward  ?— Yes,  1 
seriously  put  that  forward.  I cannot  see  that  there 
is  any  more  difficulty  than  in  the  very  divergent 
types  that  come  under  Schedule  D.  It  would  cer- 
tainly be  very  difficult  to  get  into  working  order,  but 
1 do  not  think  it  is  impossible. 

20.624.  Assuming  that  the  allowance  that  has  to 
be  given  takes  into  consideration  first  any  increase 
in  present  rates  and  secondly  the  undoubted  increase 
in  the  costs  of  upkeep,  and  assuming  that  a propor- 
tion can  be  found,  do  you  not  think  generally  that 
rough  justice  would  be  done  all  round?— Yes  pro- 
vided you  give  us  the  concession  in  such  cases  of 
making  application  for  excess  maintenance  charges. 
Suppose  the  allowance  for  repairs,  &c.,  were  increased 
to  some  sum  which  was  approximately  fair  we 
would  desire  in  addition  to  that,  where  we  have 
excessive  upkeep,  to  have  the  power  to  reclaim  as  we 
have  at  present  in  the  case  of  houses  up  to  £60. 

20.625.  Then  would  you  give  the  Revenue  the  power 

to  ask  for  additional  tax  where  the  one-sixth  had  not 
been  expended  ?_That  would  hardly  be  necessary  if 
you  gave  us  a fair  allowance.  y 


-sUjbzb.  You  want  an  allowance  that  is  always  going 
to  keep  you  on  the  right-  side?— No,  I do  not  sa? 
that.  J 

20.627 . But  that  is  generally  the  point. 

20.628.  Chairman:  You  want  it  in  that  way. 

20.629.  Mr.  McLintock : That  is  so,  is  it  not?— We 
want  a fair  allowance  with  the  power  to  reclaim 
where  we  spend  more  than  the  sum  allowed. 

20.630.  Let  me  give  you  the  case  of  a man  who 

buys  a new  tenement  property  just  when  it  is  built 
Ibis  is  not  uncommon  in  Glasgow,  at  any  rate  or 
was  not  uncommon.  He  holds  that  property  for  ’five 
years,  and  during  that  five  years  he  gets  his 
allowance  for  repairs  and  he  spends  practicallv 
nothing;  then  he  sells  it?— Yes.  J 

20.631.  What  have  you  to  say  to  that?— I say  that 
that  is  the  inherent  fault  of  an  average.  One  man’s 
continual  benefit  is  not  counterbalanced  by  another 
man  s continual  loss.  You  cannot  get  away  from 
that  if  you  give  an  average.  Some  people  are  bound 
to  benefit  unfairly,  and  others  lose  unfairly. 

20.632.  There  is  no  average  about  this.  Year  by 
year  he  is  drawing  a revenue  from  the  property  and 
he  is  getting  an  allowance  for  an  expenditure  he’  does 
not  make? — Quite. 

20.633.  You  would  not  give  the  Revenue  any  rights 
in  a case  like  that?— That  would  be  overcome  by  the 
first  suggestion,  of  making  each  person  pay  on  what 
be  gets.  There  would  be  no  risk  whatever  for  the 
Revenue  there. 

20.634.  YTour  view  from  the  knowledge  you  have  of 
properties  in  Scotland  and  elsewhere  is  that  it  is  a 
practical  proposition  to-day  to  assess  every  property 
owner  on  the  same  basis  as  you  would  assess  a trader, 
on  the  net  revenue  derived?— I think  so.  That  I 
think  has  already  been  put  in  some  of  your  previous 
evidence — the  abolition  of  Schedule  A. 

20.635.  You  said  in  reply  to  Dr.  Stamp  with  regard 

to  tenement  property  in  Scotland  that  it  is  still  an 
attractive  investment  ?-N°.  I intended  to  indicate 
tnat  it  might  be  an  attractive  investment  again  if 
we  had  a free  hand.  6 

20.636.  I suggest  to  you  that  the  only  attraction 
about  buying  a tenement  property  in  Glasgow  now 
is  because  the  man  who  is  holding  it  is  so  sick  that  he 

R away P — That  might  be  the  case. 
kJU,bo7.  It  is  not  that  there  is  anything  in  it  to-dav 
to  attract  any  investor  ?— No,  that  is  perfectly  correct 

CQQPrTSent4,.time’  Which  of  °°urse  is  abnormal. 
^J,b38.  In  other  words  the  man  who  buys  to-day  is 
speculating  on  a substantial  increase  in  rent  coming 
oorrectand  ^ bUyS  V6ry  °beapp— That  is  generally 

20.639  But  even  at  the  prices  to-day  there  are  not 
many  sales;  the  yield  is  very  small,  3 or  4 per  cent?— 
les,  generally  speaking  that  is  correct. 

20.640  As  against  the  normal  yield  in  pre-war 

times  of  7 to  9 per  cent.,  according  to  the  age  of  the 
property?— 7 to  9 per  cent,  with  a mortgage,  yes, 
that  is  correct.  & & J 

20,641.  Chairman:  We  thank  you  for  your  attend- 
ance here  this  morning.— Thank  you  for  your 
courtesy  m hearing  me. 


Me.  James  Ddedas  White,  LL.D.,  called  and  examined. 


hvidence-in-chief  of  James  Dunbas  White,  LL.D 
Barrister-at-Law ; formerly  a Member  of  the 
House  of  Commons  and  one  of  the  Joint  Select 
Committee  of  Both  Houses  on  the  Income  Tax 
Consolidation  Bill,  which  became  the  Income 
Tax  Act,  1918. 

Memorandum  deals  with  Schedules  A amd  B. 

20,642.  (1)  This  memorandum  deals  with  Schedules 
A and  B of  the  Income  Tax.  It  calls  attention  to 
some  serious  defects  in  the  taxation  of  landed  property 
under  these  Schedules,  and  proposes  that  these 
Schedules  should  be  removed  from  the  Income  Tax, 
and  that  there  should  be  substituted  for  them  a tax 


on  the  capital  value  of  land  apart  from  improvements, 
at  such  a rate  as  would  produce  at  least  as  much 
revenue  as  the  revenue  obtained  from  them  at  the 
time  of  the  change. 

Yield  of  Schedules  A and  B. 

20,643.  (2)  As  regards  the  amount  of  this  revenue, 
the  estimated  yield  in  the  United  Kingdom  for  the 
present  financial  year  (1919-20)  under  Schedule  A is 
£46,000,000,  and  under  Schedule  B is  £8,500,000,  the 
two  together  amounting  to  £54,500,000  ( see  answer 
to  a question  asked  by  Mr.  Raff  an  in  the  House  of 
Comj*viDfi.  14th  July,  1910;  118  H.C.  Deb.  41). 
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Quarries,  mines,  etc.,  are  under  Schedule  V. 

20.644.  (3)  It  is  to  be  observed  that  these  figures  do 
not  include  the  revenue  obtained  in  respect  of 
quarries,  mines,  and  the  various  properties  mentioned 
in  Rules  1,  2,  and  3,  respectively,  of  Schedule  A,  No. 

III.  of  the  Income  Tax  Act,  1918.  Th.-ce  properties, 
under  Rule  8 of  No.  III.  are  assessed  and  charged 
according  to  the  Rules  of  Schedule  D ; and  the  result- 
ing revenue  is  treated  for  statistical  purposes  as 
revenue  under  Schedule  D ( see  answer  to  a question 
asked  by  Mr.  Raffan  in  the  House  of  Commons,  22nd 
July,  1919;  118  H.C.  Deb.  407).  Thus  these  proper- 
ties, though  mentioned  in  Schedule  A,  No.  III.,  are 
for  ’ all  practical  purposes  within  Schedule  D and 
outside  Schedule  A. 

General  character  of  Schedule  A. 

20.645.  (4)  Schedule  A (frequently  called  the  Land- 
lord’s Property  Tax)  is  the  Schedule  which  deals  with 
Income  Tax  “in  respect  of  the  property  in  all  lands, 
tenements,  hereditaments,  and  heritages  in  the  United 
Kingdom  ” (see  the  opening  paragraph  of  the 
Schedule)  on  the  basis  of  their  annual  values.  The 
General  Rule  (No.  1)  provides  that  (except  for  tithes 
and  certain  other  cases  dealt  with  in  No.  II,  and  for 
the  cases  in  No.  III.  already  mentioned)— 

“the  annual  value  shall  be  understood  to  be:  — 

(1)  The  amount  of  the  rent  by  the  year  at 
which  they  are  let,  if  they  are  let  at  rack- 
rent  and  the  amount  of  that  rent  has  been 
fixed  by  agreement  commencing  within  the 
period  of  seven  years  preceding  the  fifth  day  of 
April  next  before  the  time  of  making  .the 
assessment;  or 

(2)  If  they  are  not  let  at  a rackrent  so  fixed, 
then  the  rackrent  at  which  they  are  worth  to 
be  let  by  the  year.” 

Observations  on  Schedule  A. 

20,646.  (5)  With  regard  to  these  definitions,  it  may 
be  observed — 

(1)  “ Rack-rent  is  only  a rent  of  the  full  value  of 
the  tenement,  or  near  it.”  (Blackstone,  Comm,  n., 
43).  In  Stevens  v.  Bishop,  1888,  57  L.J.Q.B.  283, 

at  p.  286,  which  related  to  an  assessment  under 
Schedule  A,  Lopes,  L.J.,  said  “ Rack-rent  is  the  full 
annual  value  of  the  tenement  on  which  the  rent  is 
charged,  or  as  near  it  as  possible.”  In  an  Irish  case, 
ex  parte  Connolly  and  Russell,  1900,  1 Irish  Reports, 
1,  at  p.  6,  Holmes,  L.J.,  said  “ A rack-rent  in  legal 
language  means  a rent  that  represents  the  full  annual 
value  of  the  holding.”  The  special  definitions  of 
“ rack-rent  ” in  the  Poor  Law  Amendment  Act, 
s.  109,  the  Land  Drainage  Act,  1861,  s.  38  (3),  and 
several  other  Acts,  are  for  the  purposes  of  these 
respective  Acts  alonec  and  do  not  afEect  the  interpreta- 
tion of  the  word  in  the  Income  Tax  Act. 

(2)  The  rent  contemplated  is  a rent  which  repre- 
sents the  full  value  of  the  holding  on  the  assump- 
tion of  the  tenant  paying  all  public  local  rates, 
taxes  and  assessments  which  are  charged  by  law 
on  the  oocupier;  and  if  the  lease  or  agreement 
arranges  for  the  tenant  to  pay  an  inclusive  rent  and 
for  the  landlord  to  pay  the  rates,  etc.,  a correspond- 
ing deduction  is  made  from  the  rent  for  the  purposes 
of  ascertaining  the  annual  value  for  the  purposes 
of  Schedule  A (see  Nos.  IV.  and  V.  (4)  of  that 
Schedule). 

(3)  The  subject  matter  of  valuation  is  the 
property  as  it  stands;  the  land,  the  house  and  any 
other  improvements  being  Lumped  together  as  a 
single  subject,  subject  to  certain  deductions  and 
allowances. 

Schedule  A operates  as  a tax  on  houses. 

20,647.  (6)  Schedule  A operates  as  a tax  on  houses, 
because  the  annual  value  on  which  it  is  charged  is 
the  annual  value  of  the  property  as  it  stands,  includ- 
ing both  land  and  house.  As  soon  as  a new  house  is 
built,  the  valuation  is  increased  correspondingly,  and 
the  charge  under  Schedule  A is  increased  corres- 
pondingly also.  The  same  thing  happens  when  an 
existing  house  is  enlarged  or  improved  so  as  to  in- 
crease its  letting  value,  or  when,  for  instance,  the 


letting  value  is  increased  by  converting  a large 
dwelling  house  into  residential  flats.  Thus  Schedule 
A is  a direct  tax  on  the  building  of  houses  and  on 
the  increase  of  accommodation.  This  tax  on  houses, 
always  wrong  in  principle,  is  a particularly  serious 
matter  now  that  Income  Tax  stands  at  6s.  in  the  L , 
as  it  means  that  any  new  house  which  may  be  built 
will  be  taxed  at  about  this  rate  on  its  annual  value, 
and  that  any  enlargements,  etc.,  of  existing  houses 
will  be  penalized  in  the  same  way.  The  prospect  ol 
having  to  pay  this  penalty  for  building  and  improv- 
ing houses  is  a deterrent  to  building  operations 
everywhere.  In  the  interests  of  better  housing, 
houses  ought  to  be  exempted  from  taxation. 

Schedule  A discourages  agricultural  improvements. 

20.648.  (7)  Besides  taxing  dwelling-houses,  Schedule 
A also  taxes  in  the  same  way  farm  buildings  (includ- 
ing stables,  byres,  haysheds,  etc.)  and  glass-houses, 
and  thus  imposes  a penalty  on  the  development  both 
of  agriculture,  of  stock  raising,  and  of  intensive 
cultivation.  In  these  cases  also  the  tax  ought  to  be 
removed,  and  those  who  make  these  improvements 
ought  not  to  be  penalized  for  so  doing. 

Note  as  to  deductions  and  allowances. 

20.649.  (8)  The  deductions  and  allowances  in  respect 
of  certain  buildings  and  the  maintenance,  repair,  etc., 
of  them — see  particularly  No.  V,  Rules  7 and  8,  and 
j\jo.  Vi — are  quite  inadequate  to  meet  these  grave 
evils  and  they  do  little  more  than  indicate  the  direc- 
tion’m which  ive  should  proceed  to  encourage  the 
building  of  dwelling  houses,  farm-steadings,  and  tlie 
like,  namely,  to  exempt  these  improvements  from 
taxation.  Several  attempts  have  been  made  to  extend 
the  present  exemptions.  Thus,  for  instance,  when  the 
Finance  Bill,  1917,  was  in  Committee,  the  present 
writer  moved  an  amendment  to  s.  69  of  the  finance 
(1909-10)  Act,  1910 — see  now  No.  V,  Rule  8,  of  the 
1918  Act — proposing  to  extend  the  scope  of  that 
exemption  by  applying  it  to  all  agricultural  and 
horticultural  structures  in  respect  not  only  of  main- 
tenance and  replacement,  but  also  of  improvement, 
extension  and  new  buildings;  but  the  Secretary  to 
the  Treasury  (Mr.  Stanley  Baldwin)  said  that,  how- 
ever desirable  any  advance  in  this  direction  might 
be  “ it  is  a subject  that  must  wait  for  settlement 
when  we  take  into  consideration  the  whole  of  the 
Income  Tax  question,  as  we  propose  to  do  at  the 
end  of  the  'War.”  (5th  July,  1917;  95  H.C.  Deb. 
1365.) 

Schedule  A does  not  tax  land  satisfactorily. 

20  650.  (9)  While  Schedule  A taxes  houses  which 
ought  not  to  be  taxed,  it  fails  to  tax  a considerable 
amount  of  land  at  its  true  value,  and  lets  values 
escape  that  ought  to  be  subjects  of  taxation.  This 
result  follows  from  the  policy  of  taxing  on  the  basis 
of  actual  yield  instead  of  on  market  value.  It  may 
be  illustrated  by  some  familiar  instances. 

Accommodation  land  around  towns. 

20  651.  (10)  Land  which  is  wanted  for  housing 
around  our  towns,  though  its  selling  value  is  high, 
is  taxed  on  the  basis  of  the  rent  obtained  or  obtain- 
able for  it  if  let  in  its  present  condition  for  a year, 
which  is  often  much  less  than  any  reasonable  per- 
centage on  its  selling  value  or  reserve  price,  and  in 
some  cases  is  a merely  nominal  amount  This  prac- 
tice enables  the  owners  of  such  land  to  hold  it  back 
from  its  proper  use  and  to  part  with  only  small 
quantities  at  prices  or  rents  based  on  an  artificial 
scarcity  of  land.  This  artificial  scarcity,  moreover, 
leads  to  congestion  and  overcrowding  in  the  town, 
and  the  excessive  prices  of  the  building  sites  are 
an  obstacle  to  better  housing.  Meanwhile,  the  in- 
crease of  the  population  and  their  expenditure  on 
tramways  and  other  municipal  improvements  is  in- 
creasing the  price  obtainable  for  the  land,  though 
its  actual  yield  for  the  time  being  is  not  increased 
thereby;  and  the  fact  that  the  owners  of  it  are 
taxed  only  upon  the  latter  enables  them  to  escape 
their  fair  share  of  taxation,  and  to  hold  up  the  land 
in  the  hope  that  they  will  be  more  than  compensated 
for  any  present  loss  by  higher  prices  later  on. 
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Buie  of  minimum  valuation. 

20,652.  (11)  The  remedy  is  simple.  We  ought  to 
adopt  what  may  be  called  the  rule  of  minimum 
valuation,  by  providing  that  no  property  shall  be 
assessed  at  less  than,  say,  5 per  cent,  of  the  selling 
value  of  the  land,  irrespective  of  any  buildings  upon 
it.  The  pressure  of  having  to  pay  tax  on  5 per  cent, 
of  the  selling  value  of  this  land,  whether  it  were  being 
used  or  not,  would  make  the  owners  of  it  contribute 
their  proper  share  of  taxation,  and  would  make  it 
unprofitable  to  withhold  land  from  use  in  the  expecta- 
tion of  a rise  in  value — the  more  so  because  any  rise 
in  value  would  lead  to  a rise  in  the  valuation  and  an 
increase  in  the  amount  of  the  tax.  By  the  adoption 
of  the  rule  of  minimum  valuation  a considerable 
amount  of  land  which  is  now  withheld  from  use 
would  be  made  available  on  fair  terms  for  housing 
or  other  purposes. 

Precedents  for  this  rule. 

20,653.  (12)  It  may  be  observed  here  that  the  appli- 
cation of  this  Rule  to  rating  valuations  (which  are 
closely  akin  to  valuations  under  Schedule  A),  along 
these  lines  are  recommended  for  these  reasons  by  the 
Majority  Report  of  the  Royal  Commission  on  the 
Housing  of  the  Working  Classes  in  1885  (Bluebook 
C.  4402,  at  p.  42),  and  that  a similar  rule  has  been 
applied  in  Australia  and  New  Zealand,  in  so  far  as 
valuations  are  not  yet  on  the  basis  of  capital  land- 
value  and  are  still  on  the  basis  of  annual  value  of 
land  and  improvements  together.  In  New  Zealand, 
for  instance,  there  is  a proviso  that  the  annual  value 
of  a property  “ shall  in  no  case  be  less  than  5 per 
centum  of  the  value  of  the  fee  simple  thereof” 
(Rating  Act,  1908,  No.  163,  s.  2),  and  in  New  South 
\Vales_  there  is  a proviso  that  it  “ shall  not  be  less 
J*  per  centum  °f  the  unimproved  capital  value 
of  the  land,  whether  improved  or  unimproved  ” 
(Local  Government  Act,  1906,  No.  56,  s.  134).  But 
this  reform,  useful  as  it  would  be,  does  not  go  far 
enough.  We  ought  to  adopt  the  more  comprehensive 
policy  of  land  taxation,  which  has  been  adopted  in- 
creasingly both  in  Australia  and  New  Zealand  of 
taxing  all  landed  property  on  the  unimproved  value 
of  the  land,  and  of  untaxing  houses  and  other  im- 
provements. 

Land  with  obsolete  and  inadequate  buildings. 

20,654.  (13)  Where  land  is  occupied  by  buildings 
that  are  too  obsolete  and  inadequate  for  its  proper 
development,  the  valuing  of  the  property  as  a whole 
on  the  basis  of  its  value,  if  let  by  the  year,  leads  to 
the  property  being  undervalued  so  far  as  the  land  is 
concerned,  and  in  some  cases  to  the  whole  property 
being  valued  at  less  than  5 per  cent,  of  the  selling 
value  of  the  bare  land;  so  that  in  this  respect  also, 
values  escape  taxation  that  ought  to  be  taken  into 
account.  In  these  cases  also,  the  rule  of  minimum 
valuation  would  have  beneficial  effects ; while  further 
benefit  would  result  if,  besides  taxing  the  land  on 
the  basis  of  its  selling  value,  the  building  of  houses 
adequate  to  the  sites  were  facilitated  by  the  untaxing 
of  improvements.  ° 

Land  with  unoccupied  houses. 

20)655  (14)  Owing  to  the  land  and  the  house  being 
lumped  together  as  a single  subject,  the  exemption  of 
unoccupied  houses  from  taxation  under  Schedule  A 
u °‘  Ru\e  4),  also  operates  as  an  exemption  of 

the  land  on  which  the  house  is  built  and  of  any  other 
land  included  in  the  same  valuation.  Whatever  may 

be  said  in  favour  of  the  exemption  of  the  house 

whether  unoccupied  or  occupied— from  taxation, 
the  land  should  be  valued  and  taxed  on  the  basis  of 
its  market  value. 

Case  oj  slum  properties. 

20,656.  (15)  The  adoption  of  these  proposals  would 
have  an  important  effect  on  the  treatment  of  slum 
property.  At  present,  if  houses  are  condemned  and 
the  occupiers  cleared  out,  the  landlord  is  relieved 
from  taxation  and  can  hold  up  the  land  for  a high 
price.  If  he  had  to  pay  tax  on  5 per  cent,  of  tne 
selling  value  of  the  land,  he  would  soon  be  induced 
either  to  pull  down  the  houses  and  build  new  ones, 
or  to  dispose  of  the  land  on  reasonable  terms  for 
that  purpose.  Moreover,  the  untaxing  of  houses 
would  encourage  re-building. 


bcheduLe  B discourages  agricultural  improvements. 

20,657.  (16)  Schedule  B,  which  may  be  described  as 
a tas  on  the  occupier  of  agricultural  land  in  resnect 
of  its  occupation  value,  is  based  in  each  case  on  the 
Schedule  A valuation,  subject  to  certain  modifica- 
tions. It  tends,  liko  the  other,  to  discourage  the 
development  - . land  and  to  favour  negligence.6  This 
effect  can  be  seen  if  we  take  the  case  of  two  pro- 
perties of  which  the  unimproved  value  of  the  land 
is  the  same,  but  one  is  furnished  with  farm  buildings 
andi  wlllle  tb©  other  is  comparatively 

neglected ; the  former  is  valued  and  taxed  on  a higher 
valuation  than  the  latter ; and  this  disadvantage  to 
the  former  is  increased  by  the  recent  provision  that 
makes  the  assessable  value  under  Schedule  B an 
amount  equal  to  twice  the  annual  value  (see  now 
Schedule  B,  para.  2),  and  thus  doubles  the  difference 
between  them.  It  is  true  that  the  assessments  under 
Schedule  B have  been  unduly  low  as  compared  with 
other  assessments,  that  the  farmer’s  alternative  of 
coming  under  Schedule  D removes  any  personal 
grievance  and  that  improvements  are  by  no  means 
the  only  factors  in  the  valuations;  but  a system  of 
taxation  which  operates  to  discourage  good  farmimr 
s^sfactory0U1  ^ farming  cannot  be  regarded  a! 

Joint  effects  of  Schedules  A and  B. 

20, B58.  (17)  Mention  has  already  been  made  of  the 
oa7  !n.  'vblcb.  tbe  taxation  of  farm-buildings  under 
Schedule  A discourages  the  erection  of  them,  and  it 
will  be  seen  that  the  taxation  of  them  under  Sche- 
dule B aggravates  this  evil.  Take  the  ordinary 
case  of  agricultural  land  let  on  short  lease,  with 
buildings  provided  by,  and  the  property  of  the  land- 
ing If+n6  PUtS  U,P  buildings,  the  result  is  to 
increase  the  annual  value  and  to  cause  him  to  be 
taxed  directly  at  about  6s.  in  the  £ on  that  increase. 

, ut  b©  is  also  taxed  indirectly  under  Schedule  B 
because  the  occupier  is  taxed  at  about  the  same  rate 
on  about  twice  the  annual  value,  and  the  additional 
tax  which  the  occupier  has  to  pay  in  respect  of  the 
resulting  increase  of  the  annual  value  tends  to  re- 
duce the  extra  return  that  the  landlord  might  other- 
wise get  for  the  extra  improvements.  Thus  the  land- 
lord who  makes  improvements  is  subjected  to  a double 
penalty  for  so  doing,  while  the  landlord  who  does 
not  make  improvements  is  favoured  by  comparison; 
and  under  both  these  Schedules  the  making  of  agri- 
cultural improvements  is  discouraged.  The  inteilsts 
of  agriculture,  like  those  of  housing,  require  that 
buildings  and  other  improvements  should  be  untaxed 
and  that  the  taxation  of  landed  property  should  be 
based  on  the  selling  value  of  the  land  alone. 

***** 

[The  remaining  paragraphs  of  the  evidence-in-chief 
have  been  omitted  in  accordance  with  the  Chairman’s 
ruling;  see  Q.  20,689.] 

20,659 '.Chairman:  We  have  your  evidence-in-chief; 
there  will  probably  be  points  which  will  arise  in  the 
examination  on  your  paper  that  we  may  have  to 
decide  cannot  be  heard,  but  that  will  come  out  in  the 
examination.  I only  wanted  to  warn  you  of  that; 
y°ooSe  anderstand  the  reasons,  do  you  not?— Quite. 

i r ■ Pr-  Taking  paragraph  10  of  your 

pro?.„  y°1'  are  making  a suggestion  there  for  a 
modification  of  the  present  method  of  assessing  cer- 
tain classes  of  lands — classes  of  lands  whose  immediate 
yield  is  very  considerably  below  their  potential  yield, 
because  they  are  not  in  a state  of  development,  or 
are  being  withheld  ? — Yes. 

20.661.  The  suggestion  is  that  for  the  immediate 
yield  you  should  substitute  a percentage  of  their 
capital  value — a kind  of  conventional  income  for  the 
purposes  of  Income  Tax.  That  is  what  you  suggest? 

A certain  percentage  of  the  capital  value. 

20.662.  That  should  be  deemed  to  be  the  man’s 
income,  instead  of  the  actual  receipts  from  that  pro- 
perty ; that  is  your  suggestion? — I would  not  have 
put  it  that  it  should  be  deemed  to  be  his  income,  but 
that  the  standard  on  which  he  should  be  taxed  on  it 
for  Income  Tax  purposes  should  be  5 per  cent,  of  its 
selling  value. 

20.663.  When  he  makes  a statement  of  his  total 
income  from  all  sources,  for  the  purpose  of  graduation 
or  for  other  purposes,  he  has  to  put  in  a certain 
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figure  for  a particular  piece  of  land ; does  lie  put  in 
the  actual  yield  from  it,  or  the  value  upon  which  he 
has  paid  Schedule  A under  this  conventional  system 
that  you  would  substitute? — I think,  in  order  to 
answer  that  question,  I should  perhaps  turn  to  an- 
other paragraph,  in  which  I have  suggested  that  for 
Schedules  A and  B there  should  be  substituted  this 
tax  which  I have  called  a land-value  tax. 

20.664.  So  in  paragraph  10  you  are  not  merely  sug- 
gesting that  we  shall  alter  the  basis  of  one  of  the 
Schedules  so  as  to  compute  income  in  a different  way ; 
you  are  really  taking  it  right  out  of  the  Income  Tax, 
and  putting  another  kind  of  tax.  Is  that  the  answer  ? 

Yes.  As  regards  paragraph  10,  that  is  one  of  the 

paragraphs  in  which  I show  that  the  present  system 
of  taxation  does  not  adequately  tax  certain  land; 
the  land  dealt  with  in  paragraph  10  is  the  accommoda- 
tion land  round  our  towns. 

20.665.  Them  your  point  is  this : not  that  we  should 
find  another  way  of  getting  that  man’s  income  from 
this  land,  but  that  a method  of  Income  Tax  by  itself 
is  not  adequate  to  test  the  whole  taxpaying  ability 
of  that  man? — I am  not  on  the  taxpaying  ability  of 
the  man;  .1  am  rather  upon  the  principle  that  the 
man  should  pay  the  nation  a rent,  or  something  in 
the  nature  of  a rent,  in  proportion  to  the  value  of  the 
land  that  he  holds. 

20.666.  And  you  do  not  reach  that  by  an  Income 
Tax? — No,  for  the  reasons  stated. 

20.667.  In  paragraph  6,  where  you  refer  to  Schedule 
A operating  as  a tax  on  houses,  will  you  tell  me 
whether  you  have  this  in  mind.  Perhaps  I can  put  it 
best  by  an  illustration.  We  will  suppose  that  I own 
a house,  and  I have,  say,  £500,  and  I am  thinking 
about  how  to  invest  it.  I can  put  it  either  in  War 
Loan,  in  which  case  I shall  receive  5 per  cent,  less  6s. 
in  the  £ tax,  or  I can  improve  that  house  by  building 
another  wing  to  it,  and  so  increase  the  rent.  Your 
suggestion  is  that  if  I take  the  latter  course,  that 
investment  of  my  £500  should  not  be  subject  to  In- 
come Tax? — My  suggestion  is  that  the  basis  of  the 
taxation  of  landed  property  should  be  altered  so  that 
as  far  as  it  is  financially  possible,  not  only  a new 
building,  but,  by  parity  of  reasoning,  existing  build- 
ings, should  be  relieved  from  taxation. 

20.668.  Take  my  particular  case.  I have  the  alter- 
native of  putting  it  into  an  ordinary  investment  or 
of  increasing  the  rent  of  the  house  by  improving  it. 
That  will  not  be  subject  to  Income  Tax,  whatever 
other  tax  it  may  be  subject  to  in  your  scheme.  That 
is  so,  is  it  not? — Yes. 

20.669.  Therefore  you  really  want  to  take  out  a 
certain  part  of  the  present  form  of  investment  return, 
or  return  on  fixed  capital,  out  of  the  scope  of  the 
Income  Tax  altogether,  and  deal  with  it  in  some  other 
way? — Yes ; as  far  as  possible  to  take  houses  and 
other  improvements  out  of  the  Income  Tax,  not 
merely  with  a view  to  relieving  the  existing  houses, 
but  primarily  with  a view  to  encouraging  the  building 
of  houses  by  letting  people  who  build  houses  know 
that  they  will  not  be  penalized  on  them. 

20.670.  By  exempting  my  interest  on  that  £500  put 
into  bricks  and  mortar,  you  will  be  encouraging  that 
particular  form  of  investment? — Yes,  encouraging 
building. 

20.671.  Trerefore  you  are  suggesting  that  the  In- 
oome  Tax  system  should  be  modified  in  such  a way  as 
to  favour  differentially  a particular  type  of  investment. 
That  is  what  it  comes  to.  You  want  to  encourage  me 
to  put  my  money  into  a form  that  will  not  come  under 
Income  Tax  ? — I want  to  encourage  the  application  of 
capital  to  building. 

20.672.  And  you  would  do  so  by  a differentiation  in 
Inoome  Tax,  by  exempting  that  particular  class  of 
investment  from  Inoome  Tax? — Yes,  as  far  as  possible. 
On  that  point,  I may  perhaps  be  allowed  to  point  out, 
that  houses  and  buildings  are  not  only  taxed,  but 
rated  also,  and  that  the  net  result,  even  if  my  scheme 
were  carried  out,  would  be  that  the  penalizing  of 
houses  by  rating  would  probably  still  be  heavier  than 
the  penalizing  of  investment  of  capital  in  any  other 
form  by  taxation. 

20.673.  The  differential  treatment  of  investment  of 
that  character  by  way  of  rates,  is,  of  course,  rather 
beyond  our  scope? — Quite  so. 


20.674.  I understand  exactly  what  you  mean.  You 
say  that  this  is  an  urgent  problem,  and  it  is  to  be 
dealt  with  by  way  of  differentiation  with  regard  to 
Income  Tax.  We  understand  now  your  evidence 
really  amounts  to  that.  Now,  coming  to  that  part  of 
the  paragraph  which  deals  with  the  site,  there  would 
be  no  such  exemption  from  taxation  of  the  site, 
except  that  you  would  take  it  out  of  Income  Tax,  and 
put  some  other  kind  of  tax  on  it? — I am  afraid  I do 
not  quite  follow  your  question.  Which  paragraph  are 
you  referring  to? 

20.675.  Paragraph  6,  and  the  other  paragraphs  de- 

pendent thereon.  I have  just  been  dealing  with  an 
investment  in  which  there  was  no  question  of  dealing 
with  a site,  but  I put  it  in  bricks  and  mortar ; and  I 
have  your  answer,  and  I clearly  understand  what  you 
mean.  Now  I buy  a piece  of  land  with  my  £500,  and 
it  may  or  may  not  have  an  adequate  market  return 
of  interest  at  the  moment.  Your  point  is  that  all 
that  also  comes  out  of  the  Income  Tax,  and  is  dealt 
with  by  another  arrangement.  If  I buy  that  site,  I 
do  not  have  to  pay  under  Schedule  A on  it,  under 
your  scheme,  but  I pay  something  else? — According 
to  what  I am  proposing  you  would  be  taxed 

20.676.  Chairman : Can  you  answer  Dr.  Stamp’s 
question? — I am  afraid  I cannot  answer  it  yes  or  no; 
it  is  not  a question  which,  from  my  point  of  view, 
admits  of  an  answer  yes  or  no. 

20.677.  Dr.  Stamp : Assuming  that  I invest  my 
£500  in  a site,  and  I get  some  rent  for  it,  if  you  like ; 
the  question  is,  does  that  come  under  Schedule  A or 
not,  under  your  scheme.  You  would  abolish  Schedule 
A,  I take  it?— I am  substituting  something  else  for 
Schedule  A. 

20.678.  Do  I have  to  put  anything  on  my  total 
income  return  in  respect  of  that  5 per  cent,  on  the 
capital  value,  or  anything  like  that? — When  you  say 
for  the  purpose  of  total  income  return — we  are  deal- 
ing with  it  theoretically,  of  course — you  are  speaking 
of  the  total  return  for  Super- tax? 

20.679.  For  any  purpose  for  which  we  require  a 
total  income  statement.  Supposing,  quite  simply, 
that  I have  a house  which  gives  me  a rent  of  £100, 
but  that  5 per  cent,  on  the  capital  value,  or  whatever 
it  may  be  that  you  have  adopted,  is  £30.  I pay  your 
substituted  tax  in  respect  of  £30.  Now,  when  I am 
filling  up  my  total  income  return,  what  do  I put 
into  it?  Do  I put  £100,  or  £30,  or  nothing? — I have 
dealt  with  that  question,  I think,  in  paragraph  22 — 
“ Aggregation  for  Super-tax.” 

20.680.  Would  you  make  that  aggregation  for  the 
purpose  of  an  abatement  claim? — Quite  so.  What  I 
have  said  in  regard,  to  aggregation  for  Super-tax 
would  also  apply  to  the  ordinary  Income  Tax  return, 
to  determine  the  rate  at  which  one  should  be  taxed. 

20.681.  So  that  when  I fill  up  my  total  income 

return,  I should  put  in  something  that  had  not  borne 
6s.  in  the  £,  namely,  the  difference  between  £30  and 
£100?— I suggest  that  in  that  case — I am  speaking, 
as  I understand  to  be  the  question,  of  a site  that 
has  been  bought 

20.682.  I have  given  you  the  simpler  case  now ; a 
house  that  is  yielding  the  man  £100  a year,  but  the 
value  of  the  site,  at  5 per  cent,  on  the  capital  value, 
is  £30.  What  do  I put  into  my  total  income  state- 
ment?— For  what  I may  call  substituted  Schedule  A. 

20.683.  I take  it  that  you  have  removed  Schedule  A, 
and  I pay  something  else  on  the  basis  of  £30.  Now 
what  do  I put  as  my  total  income,  for  an  abatement 
claim? — You  mean  your  inoome  from  that  particular 
property  ? 

20.684.  In  respect  of  that  property  ?— Your  income 
from  that  particular  property,  I would  put  as  5 per 
cent,  of  the  land  value. 

20.685.  So  that  although  I am  actually  receiving, 
in  the  ordinary  conception  of  income,  £100,  I put 
in  some  other  figure — the  figure  upon  which  I have 
paid  this  substituted  tax? — Yes;  that  other  figure 
may  be  more  or  less. 

20.686.  Then  that  substituted  tax  does  not  actually 
have  any  relation  to  my  income;  it  does  not  go  up  or 
down  with  it? — No,  not  necessarily. 

20.687.  And  the  substitute  has  no  definite  connec- 
tion with  the  total  rent  that  I receive? — No;  that 
follows  from  the  fact  that  the  basis  of  taxation  is 
the  market  value  of  the  land  alone. 
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20.688.  Dr.  Stamp : I feel  some  difficulty,  Mr. 
Chairman,  on  this  point,  for  this  reason : That  while 
one  can  freely  discuss,  we  will  say,  a conventional 
way.  of  arriving  at  a particular  kind  of  income,  or 
one  can  discuss  a modification  of  the  Income  Tax, 
here  we  seem  to  have  got  on  to  the  discussion  of 
something  that  is  not  Income  Tax,  that  has  no  rela- 
tion to  income,  and  does  not  go  into  the  Income 
Tax  form,  and  cannot  be  connected  with  Income  Tax 
in  any  way.  Supposing  that  the  witness  were  to 
suggest  that  we  should  not  tax  a particular  type  of 
income  at  all,  but  that  we  should  have  a tariff  on 
imports,  or  we  should  not  tax  farms  at  all,  but  that 
we  should  have  a tariff  on  imported  oorn : I am  in 
that  sort  of  difficulty ; I do  not  know  where  we  are 
under  our  terms  of  reference. 

20.689.  Chairman : There  were  certain  matters  in 
your  paper  originally  that  I thought  should  not  be 
admitted;  it  would  only  mean  that  we  should  have 
interminable  discussions  in  our  Commission,  on  all 
those  issues,  some  of  which  you  raise  in  your  paper. 
I gave  way  in  admitting  a number  of  things,  but 
Dr.  Stamp  asked  you  a question  just  now  which  is 
the  real  crux  of  the  position.  On  that  question 
which  he  has  put  to  you,  and  which  you  could  not 
answer  except  by  saying  that  the  duty  was  a totally 
fresh  tax,  I am  sorry  that  I shall  have  to  rule  you 
out  on  those  points.  That  is  the  ruling  that  I must 
make,  and  you  quite  understand  why  I do  it.  It 
is  not  out  of  any  discourtesy  or  any  unkindness  to 
you,  but  it  is  only  that  I must  so  rule,  and  all  that 
follows  on  that  point  will  be  eliminated  ? — Do  I 
understand  that  you  rule  the  whole  of  my  evidence 
out? 

20.690.  No,  I do  not.  I think  that  up  to  para- 
graph 18  we  could  deal  with  it  with  pleasure. 

20.691.  Dr.  Stamp : So  far  as  I am  concerned, 
Mr.  Chairman,  I have  elicited  all  that  I think  I 
want  to  in  these  two  things:  that  in  paragraph  10 
there  is  a kind  of  substitute  for  the  existing  Income 
Tax  on  certain  classes  of  land,  which  might  be  called 
a conventional  kind  of  income,  namely,  a percentage 
on  capital;  and  that  certain  very  large  modifications 
of  the  Income  Tax  system  are  asked  for — the  taking 
out  of  everything  that  is  brought  under  Schedules  A 
and  B because  something  else  is  to  be  substituted 
for  it;  and  that  substitute  it  does  not  seem  that  we 
are  competent  to  discuss.  But  the  principle  behind 
the  evidence  seems  to  be  that  the  Income  Tax,  as  it 
is  generally  understood,  doed  not  reach  all  those 
elements  of  taxpaying  ability  that  the  witness  desires. 
That  seems  to  me  to  be  as  far  as  we  can  get. 

20.692.  Chairman:  That  is  so.  Are  there  any  more 
questions  ? 

20.693.  Mr.  Pretyman : I do  not  think  I have  any- 
thing to  ask,  because  up  to  paragraph  18  it  is  really 
preparatory.  The  only  ground  on  which  I under- 
stand the  witness  criticises  and  proposes  to  abolish 
Schedules  A and  B is  in  order  to  substitute  some- 
thing else  for  them.  It  seems  to  me  to  be  only 
wasting  his  time  if  I were  to  cross-examine  him  on 
why  he  wants  to  do  away  with  Schedules  A and  B, 


because  it  is  quite  obvious  he  thinks  another  form  of 
taxation  would  be  preferable,  which  it  would  be 
outside  our  reference  to  discuss;  therefore  I really 
do  not  think  it  is  worth  while  examining  him  on  it. 

20.694.  Sir  E.  Nott-Bower:  1 do  not  know  whether 
you  will  admit  this,  but  I gather  that  the  object  of 
bringing  this  paper  before  the  Commission  is  not 
so  much  to  improve  the  Income  Tax  as  to  substitute 
for  a part  of  it  something  that  you  think  would  be 
better  still? — One  might  put  it  in  either  of  two  ways. 
The  wray  that  I would  be  inclined  to  put  it  is  that  so 
far  as  the  Income  Tax  on  landed  property  is  con- 
cerned, for  Schedules  A and  B,  based  on  actual 
income,  there  should  be  substituted  a new  tax  based 
on  the  land-value  of  the  property.  But  1 am  prepared 
to  accept  the  phrase  “ conventional  income  ’’  if  it  is 
taken  to  mean  a certain  percentage  of  the  selling 
value  of  the  land,  apart  from  the  improvements. 

20.695.  Chairman : Yes,  we  quite  understand  that. 

20.696.  Sir  E.  Nott-Bower:  Of  course,  the  I ncome 
Tax,  you  will  agree  at  present  at  any  rate,  is  a 
general  tax  on  annual  profits,  and  all  the  evidence 
that  we  have  had,  which  we  have  to  consider  very 
carefully,  is  what  changes  in  the  structure  of  the  tax 
are  desirable  in  order  to  make  the  tax  approximate 
more  closely  to  a tax  on  annual  profits.  You  do  not 
want  to  make  the  Income  Tax  approximate  more 
closely  to  a tax  on  annual  profits,  do  you?  You  want 
to  exempt  a large  body  of  annual  profits  from  the  tax 
and  substitute  something  else? — Yes.  My  proposition 
would  be  that  so  far  as  landed  property  is  concerned 
the  conventional  income  from  the  land  alone  is  a 
truer  standard  of  taxation  than  the  actual  income 
from  the  property  alone. 

20.697.  Chairman : Yes ; that  is  the  answer.  I am 
very  much  obliged  to  you  for  coming.  I am  sorry 
the  ruling  has  been  against  you,  but  I am  convinced 
in  my  judgment  that  is  the  proper  ruling. — For  my 
guidance  may  I be  allowed  to  ask, — the  evidence  is 
excluded  after  paragraph  18,  is  it? 

20.698.  Paragraph  18  and  the  following  para- 
graphs. 

20.699.  Mr.  Pretyman:  It  is  after  paragraph  17. 

20.700.  Chairman : If  you  like  to  have  the  reason 
I will  give  it  to  you  as  it  is  written  down : ‘ ‘ The 
substitution  of  a tax  other  than  an  Income  Tax  as 
generally  conceived  is  outside  the  terms  of  our  refer- 
ence ” ; that  is  the  reason  for  which  I have  had 
unfortunately  to  reject  your  evidence. — There  was 
one  other  point,  if  I am  not  trespassing  on  the  time 
of  the  Commission. 

20.701.  With  pleasure;  you  may  say  anything  you 
want  to  say  to  the  Commission. — It  was  only  with 
reference  to  the  proposal  for  the  rule  of  minimum 
valuation  in  paragraph  11  with  the  precedents  for 
it  in  paragraph  12. 

20.702.  I think  your  reference  will  be  quite  satisfac- 
tory there.  Is  there  anything  else  that  you  want  to 
say,  because  I want  to  be  perfectly  fair  to  you? — 
No.  I have  tried  to  cover  the  ground  as  far  as 
possible  in  the  evidence. 


Mr.  Ernest  J.  Churchman,  J.P.,  on  behalf  of  the  Manchester,  Salford  and  Counties  Property  Owners’  Association, 

called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Statement  of  evidence  to  be  given  by  Mr.  Ernest  J. 
Churchman,  J.P.,  chairman  of  the  Manchester, 
Salford  and  Counties  Property  Owners’  Associa- 
tion, member  of  the  executive  committee  of  the 
National  Federation  of  Property  Owners,  member 
of  the  Manchester  Board  of  Overseers. 

It  is  submitted:  — 

20,703.  (1)  That  the  present  method  of  assessing 
income  under  Schedule  A is  unjust  and  prejudicially 
affects  owners  of  property  upon  whom  that  tax  iB  im- 
posed as  compared  to  those  who  pay  Income  Tax  under 
the  other  Schedules. 


20.704.  (2)  That  owners  of  property  now  pay  In- 
come Tax  on  an  amount  considerably  in  excess  of  the 
actual  income  received  from  the  property.  This  arises 
mainly  from  the  fact  that  the  present  statutory  allow- 
ance of  one-sixth  is  not  now  sufficient  to  meet  the  cost 
for  repairs,  insurance,  and  management. 

20.705.  (3)  No  better  evidence  can  be  adduced  in 
proof  of  the  inadequacy  of  the  allowance  of  one-sixth 
than  the  Report  of  the  Committee  on  the  Increase  of 
Rene  and  Mortgage  Interest  (War  Restrictions)  Acts 
appointed  by  the  Minister  of  Reconstruction  and  pre- 
sided over  by  Lord  Hunter.  Page  4,  paragraph  8,  of 
the  Report  reads  : — 

“Since  the  passing  of  the  Act  in  1915  the  cost  of 
repairs  has  rapidly  increased.  The  cost  of  manage- 
ment generally,  including  insurance,  has  also  in- 
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creased.  Under  the  Act  no  increase  in  rent  can  be 
made  to  cover  these  extra  outgoings.  It  is  true  that 
in  many  cases  repairs  have  not  been  done  (often 
because  the  materials  and  labour  were  not  obtainable), 
but  it  is  a truism  that  postponed  repairs  eventually 
cost  more.” 

Again  page  11,  paragraph  49,  reads : — 

“ One  very  general  cause  of  complaint  of  the  owners 
was  the  inadequacy  of  the  present  allowance  for  re- 
pairs and  management  under  Schedule  A of  the  In- 
come Tax  Acts.  The  present  allowance  is  one-sixth  of 
the  gross  value.  The  general  effect  of  the  evidence 
was  that  even  before  the  war  repairs  to  the  cheaper 
class  of  property  absorbed  up  to  25  per  cent,  of  the 
rental,  and  the"amount  now  will  be  much  greater. 
This  was  not  so  important  when  the  income  tax  was 
Is.  2d.  in  the  £,  but  at  the  present  rates  it  is  serious, 
it  is  true  that  repayment  of  tax  can  be  claimed  in 
respect  of  dwellings  of  a rental  nob  exceeding  £12 
where  expenditure  in  excess  of  the  abatement  is 
proved  to  have  been  made,  but  the  preparation  of 
the  necessary  claim  is  a difficult  and  expensive 
matter.  We  think  that  a more  generous  allowance 
should  be  made  than  at  present.  It  would  probably 
involve  a very  great  deal  of  labour  to  assess  houses 
separately  on  the  actual  profits,  even  if  the  necess- 
ary figures  could  be  obtained,  and  it  seems  to  us 
that  the  matter  might  be  met  by  allowing  a greater 
deduction  in  respect  of  the  cheaper  houses.  The 
figure  suggested  to  us  as  fair  is  one-fourth  or  one- 
fifth.  We  recommend  therefore  that  as  the  present 
deduction  in  respect  of  the  oost  of  repairs  and 
management  for  the  purposes  of  Income  Tax  under 
Schedule  A appears  to  us  to  be  inadequate,  at  any 
rate,  in  the  case  of  small  house  property,  a larger 
deduction  should  be  allowed  to  owners  of  houses 
falling  within  the  Acts.  Some  provision  should, 
however,  be  made  to  ensure  that  this  larger  allow- 
ance should  not  be  obtained  in  cases  where  proper 
repairs  have  not  been  done.” 

20.706.  (4)  The  suggested  figure  of  one-fourth  or 
one-fifth  is  obviously  insufficient.  The  increased 
cost  of  labour  and  material  over  pre-war  cost  is 
about  150  per  cent.  Wise  property  owners  have 
increased  their  insured  amounts  for  risks  by  100  per 
cent.  Consequently,  even  if  an  allowance  of  one- 
sixth  was  sufficient  before  the  war,  and  by  many  it 
is  contended  that  it  was  not,  an  allowance  of  at 
least  one-third  is  now  required  to  give  a fair  amount 
assessable  for  Income  Tax. 

20.707.  (5)  The  provision  in  the  Finance  Act, 
1919,  which  confers  further  relief  in  respect  of  the 
oost  of  maintenance,  repairs,  insurance  and  manage- 
ment. in  the  case  of  houses,  the  annual^  value  of 
which  does  not  exceed  seventy  pounds  (£70)  in  the 
Metropolitan  Police  District  including  the  City  of 
London,  sixty  pounds  (£60)  in  Scotland,  and  fifty- 
two  pounds  (£52)  elsewhere,  involves  considerable 
clerical  work  and  trouble  both  on  the  part  of  the 
property  owner  and  the  Inland  Revenue  official.  It 
is,  therefore,  suggested  that  a fixed  rate  of  deduc- 
t:on  on  a fair  basis  is  desirable. 

20.708.  (6)  An  adjustment  should  be  made  in  the 
method'  of  arriving  at  the  allowance  for  “ voids  and 
empties.”  The  present  practice  is  to  allow  the  net 
amount  assessable  on  each  house,  whereas  the 
expenses  of  maintenance,  repairs,  insurance  and 
management  still  go  on,  although  the  house  is  empty. 
Therefore  the  allowance  made  for  each  house,  empty, 
should  in  fairness  be  the  gross  annual  value. 

20.709.  (7)  The  present  allowance  of  one-sixth  does 
not,  nor  would  the  suggested  allowance  of  one-third, 
allow  anything  for  agents’  commission  where  an 
agent  is  employed.  The  property  owner  employing 
an  agent  is  therefore  over-assessed  as  compared  to 
investors  in  all  other  securities.  In  all  businesses 
the  salaries,  commissions  and  expenses  paid  to 
managers,  agents,  or  travellers  are  allowed. 

20.710.  (8)  An  investor  in  war  bonds,  corporation 
stock  or  an  industrial  concern  receives  his  interest 
or  dividend  half-yearly  without  any  effort  on  his 
part.  All  salaries  and  expenses  incurred  in  produc- 
ing that  dividend  are  allowed  in  arriving  at  the 


assessment  for  Income  Tax.  Why  should  iuvestors 
in  property  be  differently  treated ? 

20.711'.  (9)  Income  Tax  is  intended  to  be  a tax  on 
real  profit  or  gain.  It  is,  however,  abundantly  clear 
that  owners  of  property  are  taxed  on  an  amount 
higher  than  that  gained ; hence  they  suffer  an  in- 
justice which  is  helping  to  destroy  what  little  con- 
fidence still  remains  in  property  as  an  investment. 

20,712.  (10)  It  is  felt  that  if  the  statutory  de- 
duction of  one-sixth  be  increased  to  one-third,  plus 
an  allowance  for  commission  where  an  agent  is  em- 
ployed, it  would  remove  the  injustice  complained  of, 
and  tend  to  restore  confidence  in  house  property  as 
an  investment  when  post-war  normal  conditions 
obtain. 


[ This  concludes  the  evidence-in- chief .] 

20,713.  Chairman : You  are  representing  the  Man- 
chester, Salford  and  Counties  Property  Owners’  Asso- 
ciation?— Yes. 

20, V 14.  You  know  that  many  other  property  owners 
have  been  before  us? — Yes. 

20.715.  A considerable  number? — I was  only  aware 
of  liondon  and  Glasgow. 

20.716.  Well,  that  is  a considerable  number? — The 
conditions  obtaining  in  London  and  Glasgow  are 
totally  different  from  those  obtaining  in  Manchester. 

20.717.  Chairman-.  You  will  now  be  asked  ques- 
tions; but  a number  of  the  points  which  you  raise  in 
your  paper  have  been  very  closely  examined  into 
during  the  examination  of  the  previous  witnesses. 
However,  there  will  be  some  points  in  your  paper 
that  the  Commissioners  will  like  to  question  you 


upon. 

20,718.  Mr.  Fretyman : You  said  just  now  to  the 
Chairman  that  conditions  in  Manchester  differed  very 
materially  from  those  in  London  and  Glasgow. 
Could  you  specify  how  that  is  so,  because  1 do  not 
see  anything  in  the  paper  that  bears  on  that? — As 
compared  with  London,  in  Manchester  houses  are 
ridiculously  low-rented,  and  it  is  the  custom  for  the 
owners  there  to  do  all  the  repairs,  not  only  to  the 
structure  itself,  but  to  do  all  inside  repairs,  even  the 
cleaning— that  is  beautifying ; therefore  our  expenses 
in  repairs  in  Manchester  are,  generally  speaking, 
much  heavier  than  they  are  in  London  or  in  Glasgow 
In  Glasgow  there  is  the  difference,  too,  that  there  is 
a lot  of  property  which  is  let  on  lease  where  they 
have  a tenant’s  repairing  clause,  but  that  is  not 
generally  adopted  in  Manchester. 


20.719.  So  that  you  get  lower  rents  and  spend  more 
on  the  houses? — It  almost  amounts  to  that,  but  then 
the  class  of  property  is  totally  different.  We  have  in 
Manchester  thousands  of  self-contained  houses  as  low 
as  5s.  a week;  that  does  not  obtain  in  London  or  in 
Glasgow. 

20.720.  And  that  involves  more  repairs,  of  course, 
in  proportion  to  the  rent? — Yes,  that  is  so. 

20.721.  But  Manchester  people  are  pretty  hard- 
headed,  are  they  not?  They  have  a reputation  of 
being  so.  How  is  it  that  they  put  their  money  into 
such  a bad  investment?— In  Manchester  more  than 
in  London  and  in  Glasgow  you  have  the  small  pro- 
perty owner — the  man  who  has  acquired  a small  block 
of  property  through  the  Co-operative  Society  or  the 
building  society— and  the  bulk  of  the  property  out- 
side the  city  is  owned  by  that  class  of  owner,  and  not 
by  large  owners. 

20  722.  The  very  small  investor  who  perhaps  buys 
the  house  he  lives  in  and  one  other  ? — Generally  a row 
of  about  six.  They  generally  start  with  one  or  two 
from  a Co-operative  Society  or  a building  society,  and 
as  they  work  their  loan  off  then  they  get  one  or  two 
more.  , . , . 

20  723.  In  the  case  of  the  man  who  occupies  his  own 
house  the  grievance  does  not.  exist?— The  grievance 
that  the  allowance  is  not  sufficient? 

20,724.  Yes.— I should  say  it  obtained  there. 

20  725.  Is  he  not  allowed  his  deduction  from  any 
other  source  of  income  that  he  has,  as  part  of  hir. 
trading  expenditure? — No.  In  arriving  at  the  torn 
income  the  assessable  value  is  stated,  which,  of  course, 
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is  the  gross  assessable  value  less  the  one-sixth  deduc- 
tion. He  does  not  get  the  cost  of  repairs  in  any 
other  way. 

20,720.  If  it  was  a shop  he  would  get  it  in  his 
Schedule  D? — No. 

20.727.  Yes,  I think  so.  I think  if  the  man  is  the 
owner  and  occupier  of  a small  business  premises  and 
is  paying  tax  under  Schedule  D any  expenditure  oh 
the  maintenance  and  repair  of  the  premises  can  be  a 
deduction ; Schedules  A and  D are  merged  ? — He  could 
do  so,  but  the  small  shopkeeper  would  never  think  of 
such  a thing,  and  he  would  certainly  not  be  assisted 
in  thinking  of  it.  It  is  customary  for  the  net  assess- 
ment to  be  taken  as  income,  and  that  is  the  way  he 
is  advised  to  make  his  return  by  the  Surveyor. 

20.728.  Are  you  the  secretary  of  this  association? — 
No,  I am  the  chairman  of  the  association. 

20.729.  Is  not  one  of  the  objects  of  your  association 
to  inform  property  owners  of  their  rights  under  the 
law? — If  they  came  to  us  we  should  certainly  do  so, 
but  the  majority  ofthem  unfortunately  are  not  mem- 
bers of  our  association. 

20.730.  If  the  members  of  your  association  got  the 
advantage  of  this  knowledge  the  others  would  join  it 
perhaps? — The  association,  I am  glad  to  say,  is 
making  very  great  headway  with  the  advantages 
which  are  now  becoming  known  to  the  members. 

20.731.  It  is  not  much  use  coming  to  us  to  suggest 
altering  the  law  in  those  cases  where  the  law  already 
gives  an  allowance  which  the  taxpayer  does  not  choose 
to  avail  himself  of? — One  must  admit  that  the  shop 
owner  is  a very  small  proportion  of  property  owners 
generally,  and  the  grievance  is  on  the  part  of  pro- 
perty owners  generally.  1 must  admit,  if  I am  to 
voice  my  own  opinion  in  this  matter,  that  there  is 
not  so  great  a hardship  in  the  case  of  the  man  in 
business  who  owns  his  own  premises  compared  to  the 
man  who  owns  property  as  an  investment.  It  is  a 
different  case  altogether. 

20.732.  There  is  no  hardship  in  his  case? — No,  not 
in  his  case. 

20.733.  You  refer  in  your  paragraph  5 to  the 
Finance  Act  of  this  year? — Yes. 

20.734.  Which,  in  the  case  of  the  class  of  house  to 
which  you  are  referring,  allows  the  deduction  of  the 
full  cost  of  repairs,  whatever  it  may  be? — -Yes. 

20.735.  Is  not  that  satisfactory? — Well,  I should  at 
once  admit  that  to  assess  the  actual  income  is  the 
ideal,  but  to  do  that  would  involve  a tremendous  lot 
of  trouble  on  the  part  of  the  property  owner,  and 
also  the  Income  Tax  authorities.  As  regards  the 
large  property  owner,  who  employs  a staff  to  manage 
his  property,  or  the  man  who  employs  an  agent,  it 
would  not  be  a difficult  matter,  but  I should  say  that 
the  bulk  of  the  property  in  Manchester  outside  the 
city  itself  is  owned  by  small  owners  who  cannot  keep 
and  who  do  not  keep  the  necessary  acoounts. 

20.736.  But  is  it  necessary  to  keep  accounts? 
Surely  any  property  owner,  however  small,  who  em- 
ploys somebody  to  do  work  on  his  house  pays  the  bill 
and  gets  the  receipts,  and  that  is  all  that  is  required. 
Take  the  class  of  man  that  you  refer  to;  if  such  a 
man  owns  half  a dozen  houses,  and  in  the  course  of 
the  year  he  has,  we  will  say,  a dozen  repair  jobs  to 
carry  out,  he  will  get  a dozen  bills  and  he  will  pay 
each  of  those  bills,  and  will  receive  a receipt;  he  will 
keep  those  receipts,  and  that  involves  no  accounts. 
He  has  not  got  to  give,  as  you  are  aware,  a separate 
statement  in  regard  to  each  house.  All  that  he  has 
got  to  do  is  to  say  that  in  respect  of  his  total  owner- 
ship of  house  property  a certain  sum  has  been 
actually  expended,  for  which  he  can  produce  vouchers. 
He  has  not  got  to  say  how  much  has  been  spent  on 
carpentering,  how  much  has  been  spent  on  putting  in 
a grate,  or  how  much  has  been  spent  on  painting  and 
papering.  All  he  has  to  do  is  to  produce  the  actual 
receipts  if  called  for  to  show  that  he  has  expended 
during  the  year  on  those  six  houses,  let  us  say,  £20 
or  £30,  cr  whatever  it  may  be,  and  if  his  one-sixth 
allowance  does  not  amount  to  that  figure  he  can  claim 
on  the  difference ; does  that  involve  keeping 
accounts? — It  involves  him  keeping  his  accounts 
together  for  the  five  years. 

20.737.  Not  accounts? — Well,  his  bills  or  invoices. 


20.738.  His  receipts? — Yes,  for  the  five  years,  in 
order  to  demonstrate  what  the  average  has  been  for 
the  five  preceding  years. 

20.739.  For  each  year  from  which  the  average  is 
deduced? — Yes.  That  is  not  what  the  average  pro- 
perty owner  is  in  the  habit  of  doing,  though  I quite 
admit  that  he  ought  to  do  so. 

20.740.  Is  not  that  largely  because  the  trouble  was 
not  worth  taking  when  the  Income  Tax  was  so  low  • 
but  now  that  the  Income  Tax  has  reached  such  a very 
high  figure  it  is  very  well  worth  doing,  and  do  not 
you  think  that  people  will  do  it? — I quite  appreciate 
it  is  well  worth  doing,  and  we  have  advised  our 
members  to  do  it.  Then,  of  course,  we  have  a good 
many  property  owners  who  have  got  a number  of 
equities,  who  employ  labour  themselves  and  buy  the 
material;  it  would  necessitate  keeping  books  in  a 
case  of  that  sort.  We  have  quite  a large  number  of 
owners  in  Manchester  who  exist  on  equities,  and  who 
will  get  a brick-setter  who  is  out  of  work,  or  a joiner 
who  is  out  of  work,  or  a painter  who  is  out  of  work, 
and  pay  him  his  wage  at  the  end  of  the  week,  and 
will  buy  all  the  material. 

20.741.  Or  you  might  have  a man  who  is  in  a small 
way  himself  as  a builder? — Yes. 

20.742.  And  he  would  put  his  own  men  on  when  they 
are  not  doing  something  else? — Yes. 

20.743.  That  would  also  require  accounts? — Yes. 

20.744.  Those  are  not  difficult  kinds  of  accounts  to 
keep? — To  me,  personally,  they  would  present  no 
difficulty  at  all,  but  the  ignorance  displayed  by  the 
small  property  owner  is  amazing. 

20.745.  Does  not  it  really  present  itself  to  you  in 
this  way:  if  a man  avails  himself  of  the  legal  rights 
which  he  has,  he  need  not  pay  Income  Tax  on  one 
penny  more  than  he  actually  receives  as  income.  I 
agree  with  you  that  it  is  a position  which  requires 
some  little  trouble  and  difficulty  to  attend  to,  but  he 
has  a right  to  do  it.  Then  he  has  an  alternative; 
he  can  escape  that  trouble  if  he  likes  by  accepting 
the  flat  allowance.  In  view  of  the  existence  of  that 
alternative,  is  it  not  fair  that  the  flat  allowance 
should  be  something  rather  below  the  average  than 
above  it;  then  you  have  an  additional  allowance 
which  will  induce  a man  to  take  this  trouble  if  he 
wants  to;  but  if  he  does  not  choose  to  take  it,  then 
he  must  pay  more  ? — If  you  make  the  allowance  some- 
thing like  fair,  one  could  not  object  to  it.  As  the 
allowance  to-day  is  not  more  than  one-half  of  the 
cost  of  keeping  the  property  to  which  I refer  in  a 
proper  state  of  repair,  I think  there  is  some  objection 
to  it. 

20.746.  One  of  the  questions  which  was  asked  of  a 
previous  witness  on  exactly  the  same  point — I am 
pretty  familiar  with  this  question  myself,  and  I know 
the  great  force  of  what  you  say — was  that  the  allow- 
ance of  one-sixth  is  for  the  whole  period  of  the  exist- 
ence of  the  property,  and  when  a property  is  new, 
when  it  is  first  erected,  for  a short  peiod,  at  any  rate, 
there  is  very  little  in  the  way  of  repairs  required? — 
Yes. 

20.747.  And  although  in  the  course  of  the  life  of 
the  property  there  will  be  particular  years  in  which 
the  one-sixth  will  be  very  largely  exceeded,  it  has 
got  to  be  looked  at  as  an  allowance  which  is  made 
every  year  over  the  whole  period  of  the  existence  of 
the  property? — Yes. 

20.748.  And  to  enable  us  really  to  judge  of  the 
actual  position  we  should  want  to  have  facts  before 
us  showing  what  was  the  actual  expenditure  on  a 
given  block  of  property  from  the  time  it  was  first 
erected  for  some  period  of  years,  say,  20  or  30  years, 
or  any  longer  period  of  years  if  you  could  find  it,  and 
what  the  total  of  the  one-sixth  allowance  came  to  in 
the  same  time,  and  to  contrast  the  two  figures ; have 
you  any  figures  of  that  kind? — No,  I have  not,  and 
I venture  to  say  you  would  have  a different  average 
for  every  property,  and  then  you  have  changes  of 
ownership  to  contend  with. 

20.749.  You  do  not  think  it  would  be  possible  to 
get  any  figures  of  that  kind? — No,  I do  not  think  it 
would. 

20.750.  It  would  be  very  helpful  to  your  case? — To 
take  a new  owner,  a man  who  has  had  the  property 
for  a few  years,  the  cost  of  his  repairs  will  be  at  the 
present  time  nearer  one-third  than  one-sixth. 
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20.751.  They  will  now?— YeB. 

20.752.  Bub  if  he  chooses  to  claim,  he  can  claim. 

Yes  ’ but  my  idea  is,  as  you  said  at  the  first,  to  get 
somewhere  near.  My  contention  is,  as  far  as  we  are 
concerned  in  Manchester,  that  the  one-sixth  is  no- 
where nearly  sufficient.  May  I just  give  you  an 
illustration?  We  have,  for  instance,  in  Manchester 
thousands  of  houses  let  at  5s.  per  week,  and  the 
allowance  there  by  the  local  authority  and  by  the 
Surveyor  is  £1  10s.  per  house  for  repairs.  We  are  in 
the  habit  of  painting  the  exterior  of  those  houses  at 
least  once  every  six  years — generally  once  every  five 

years.  n _ 

20.753.  Yes;  that  is  necessary ?— Once  every  six 
year’s  we  will  say,  and  to-day  that  costs  about  £3  15s. 
Divide  that  by  six,  and  we  will  say  it  is  12s.  per 
annum.  Those  same  houses  we  were  in  the  habit  or 
cleaning  inside  every  three  years,  which  cost  £3  10s., 
that  is  £1  3s.  4d.  per  annum.  You  there  have 
£1  15s.  4d.  for  painting  and  cleaning  alone,  and 
at  the  present  time  you  only  get  an  allowance  of 
£1  10s.  In  addition  to  that  you  have  the  plumbing 
and  the  joinery  work  and  the  boilers  and  the  grates. 
The  boilers  and  grates  in  Manchester  and  in  Lan- 
cashire generally  are  a heavy  expense,  because  the 
people  go  in  so  much  for  baking  and  washing.  To- 
day it  will  cost  something  like  30s.,  or  more  than  30s. 
—it  costs  nearer  £2— to  replace  an  ordinary  washing 
boiler. 

20.754.  A copper,  you  mean? — Yes,  you  call  them 
coppers.  I have  prepared  a statement  giving  the 
cost  of  repairs.  I prepared  these  figures  for  Lord 
Hunter’s  Commission  in  1918,  and  I have  brought 
them  up  to  date. 

Statement  showing  the  comparison  of  wholesale  cost 
of  building  material  and  labour  in  August,  1914; 
March,  1918;  and  November,  1919. 


— 

Prices  in 
1914. 

Prices 

in 

1918. 

increase 
percent- 
age in 
1918. 

Novem- 
ber 1, 
1919. 

5d.  gall. 

1/li 

170 

2/2 

6/6  cwt. 

17/6 

26/- 

6/6  per  100 

(*/- 

115 

Common  bricks 

18  - per  1,000 

150 

“j- 

1 id. 

— 

— 

51-  ton 

12/6 

10£d. 

1/3 

1/10 

6 d. 

lid. 

15/-  cwS. 

41/6 

173 

44/- 

1/1 

2/10 

4/- 

lid. 

1/4 

45 

lid.  half  ft. 

5Jd. 

4id. 

4d. 

2/~ 

V,6 

Wood  guttering 

4d. 

1/- 

Ironmongery 

— 

— 

lOJd. 

1/3 

43 

1/10 

Wallpaper  

— 

275  per 
cent. 

Tnrpentino  

3/6  gall. 

10/11 

212 

11/9 

Oil  

31- 

Painter 

9Ad. 

1/3 

31 

1/8 

in  1918. 

These  repairs  are  still  going  up  in  cost.  The 
increase  of  wages  which  has  been  agreed  between  the 
masters  and  the  operatives  will  put  another  15  per 
cent,  on  to  the  cost  of  repairs. 

20.755.  These  figures  you  give  are  very  valuable, 
because  they  do  run  from  year  to  year ; that  is  on  the 
lines  of  what  I asked  you? — Yes. 

20.756.  That  is  a current  expense,  which  goes  on 
during  the  whole  life  of  the  property? — Yes. 

20.757.  Your  evidence  does  not  confine  itself  to 
showing,  I understand,  so  much  in  this  particular 
year,  and  only  getting  so  much  allowed.  You  have 
shown  that  you  are  spending  from  year  to  year  during 
the  whole  currency  of  the  property  more  than  you 
aro  allowed? — That  is  so. 

20.758.  We  have  to  deal  with  the  general  law, 
have  we  not?  You  have  stated  that  Manchester  is 
quite  an  exception ; do  you  suggest  that  the  allowance 


to  Manchester  and  that  district  should  be  different 
from  the  allowance  elsewhere? — No,  I do  not  suggest 
that,  and  from  the  information  that  I have  the  one- 
sixth  is  not  sufficient  in  any  part  of  the  country 
except  where  they  have  repairing  leases. 

20.759.  In  the  centre  of  Manchester,  where  tne 
land’ is  of  very  high  value  indeed,  and  where  an  office 
might  be  situated  somewhere  in  a very  central  busi- 
ness part  of  the  town— it  is  given  there  on  the  whole 
of  the  assessment? — Yes. 

20.760.  The  one-sixth  applies  to  the  whole,  althougn 

perhaps  half  the  assessment  at  least  will  be  due  to  the 
situation,  and  only  half  to  the  actual  structural  value 
of  the  property.  That  really  doubles  the  allowance 
so  far  as  repairs  go? — Yes.  > 

20  761.  Bearing  that  in  mind,  would  you  not  say 
that  in  respect  of  that  kind  of  centrally-situated 
property,  at  any  rate  the  one-sixth  allowance  was 
quite  adequate  ? — I should  not  say  that  it  is  so  to-day. 
The  repairs  to  property  in  the  city  of  Manchester  are, 
comparatively  speaking,  much  more  expensive  than 
in  the  out  districts,  because  of  the  difficulty  of  doing 
work  in  the  city.  If  you  are  doing  anything  in  the 
nature  of  painting  or  repairs  which  require  a ladder, 
you  must  have  somebody  at  the  bottom  and  somebody 
at  the  top.  If  you  take  a hand-cart  into  the  town 
you  have  to  bring  it  back  again,  so  that,  generally 
speaking,  the  repairs  in  the  city  in  normal  times  will 
be  quite  25  per  cent,  more  than  they  are  on  the  out- 
skirts of  the  city. 

20.762.  More  than  25  per  cent,  of  the  assessment 
may ’be  due  to  site,  which  requires  no  repair?— Yes,  I 
should  admit  there  is  a great  deal  in  what  you  say. 

20.763.  And  also  in  the  matter  of  user  there  is  a 
very’  great  difference  between  an  inhabited  house  with 
all  the  appurtenances  which  you  have  described,  and 
an  office  which  merely  consists  of  two  or  three  rooms 
where  there  is  no  cooking  done,  and  where  the  general 
repairs  are  of  a much  less  expensive  character? — I 
should  say,  generally  speaking,  the  repairs  on  office 
property  and  on  warehouses  are  less  than  they  are  on 
house  property.  Of  course  I am  speaking  as  a house 
property  owner  more  than  anything  else. 

20.764.  I was  putting  to  you  whether— in  view 
of  your  own  case  being  exceptional,  because  you  are 
dealing  with  the  kind  of  house  which  requires  the 
largest  expenditure  for  repairs  generally,  and  also 
in  a district  where  you  undertake  the  largest  area 
of  repairing — such  an  allowancei  as  would  meet  your 
particular  case  could  hardly  be  applied  to  the  whole 
country? — I think  myself  there  should  be  some  dis- 
tinction, and  I have  always  claimed  that  there  should. 
The  smaller  class  property  is  more  expensive  to  keep 
in  repair,  I think  it  is  generally  admitted,  than  the 
larger  class  property. 

20.765.  Does  not  that  again  point  to  it  being  much 
more  in  the  interest  of  people  in  circumstances  such 
as  your  members  are  to  take  advantage  of  this 
opportunity  of  getting  all  they  spend,  where  they 
spend  more  than  other  people;  and  of  having  the 
general  allowance,  if  it  is  to  lie  a general  allowance, 
only  to  cover  the  cases  of  those  people  who  spend 
less  ? Put  the  allowance  at  a minimum,  and  let  any- 
body who  spends  more  than  that  be  entitled  to  get 
an  allowance  for  all  he  has  spent? — As  I say,  that  is 
the  ideal  position,  but  it  will  involve  a tremendous 
amount  of  trouble  on  the  part  of  the  owner,  and 
also  of  the  Income  Tax  authorities.  My  idea  is  that 
it  would  be  better  to  get  nearer  a fair  average  fiat 
rate  in  the  interests  of  all  than  to  have  so  low  a rate 
as  one-sixth. 

20.766.  In  view  of  the  answers  to  the  questions  and 
in  view  of  this  discussion,  do  you  desire  to  make  any 
modification  in  the  figure  which  you  have  suggested 
here? — No. 

20.767.  You  ask  for  one-third? — Yes.  From  a 

property  owner’s  standpoint  that  is  quite  little 
enough. 

20.768.  Would  you  apply  the  one-third  universally, 
even  to  offices? — No,  I would  not. 

20.769.  You  would  limit  it?— Yes.  I should  make 
a special  allowance  in  the  case  of  house  property. 

20.770.  Residential  house  property? — Yes. 
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20.771.  Would  you  in  the  case  of  house  property 
impose  a limit  of  assessment,  or  would  you  carry  it 
up  to  the  residential  house,  however  large? — I should 
carry  it  up  to  all,  because  as  far  as  we  are  concerned 
in  Manchester  even  in  the  larger  house  property  it 
is  customary  when  a house  becomes  vacant  before  it 
is  relet  to  do  the  house  through,  and  that  involves  a 
tremendous  lot  of  money. 

20.772.  Sir  E.  NottSower : I gather  from  para- 
graph 4 of  your  evidence  that  you  really  base  your 
figures  to  a considerable  extent  on  the  prices  which 
now  rule  with  regard  to  the  cost  of  material,  which 
you  say  has  increased  150  per  cent? — Yes. 

20.773.  With  regard  to  that,  it  seems  to  me  we 
may  make  two  assumptions;  the  first  is  that  the 
increased  cost  is  a temporary  thing  which  will  pass 
away,  in  which  case  it  would  be  perhaps  a pity  to  legis- 
late to  meet  it  by  an  increased  flat  rate;  the  other 
assumption  is  that  those  increased  prices  have  come 
to  stay,  and  if  the  increased  prices  have  come  to 
stay  would  you  agree  that  if  the  cost  of  repairs  and 
so  on  is  increased  by  150  per  cent,  the  cost  of  build- 
ing is  also  increased  in  the  same  ratio?  If  that  be 
so,  the  rents  would  have  to  up.  Of  course,  rents 
are  restricted  now,  but  they  would  have  to  go  up. 
Then  the  percentage  allowed  would  be  calculated  on 
a higher  value.  My  point  is,  would  not  the  result 
be  either  way  that  a flat  rate  which  may  be  fair 
now  would  not  be  fair  in  three  or  four  years’  time, 
or  seven  years’  time?— I was  going  to  say  I should 
like  to  think  that  the  price  of  labour  and  material 
will  come  down  during  the  next  three  years  or  seven 
years.  In  many  things  the  tendency  is  still  in  the 
opposite  direction.  Labour  is  going  up,  and  a good 
many  materials  are  going  up  in  cost.  As  regards 
rents,  my  conception  of  the  position  is  this,  that  we 
shall  be  restricted  for  a considerable  number  of 
years;  I do  not  think  we  shall  have  a free  hand. 
Dr.  Addison  talks  about  seven  years,  and  says  that 
at  any  rate  in  seven  years  we  shall  be  able  to  obtain 
an  economic  rent ; but  I do  not  agree  with  him. 

20.774.  Then  who  is  going  to  build  houses  for  the 

next  seven  or  eight  years  ? — I cannot  see  any  property 
owner  building  houses  during  the  next  seven  years, 
and  all  the  trouble  that  you  give  him,  even  in  the 
way  of  making  claims  in  order  to  get  something  like 
a fair  assessable  value,  is  going  to  deter  people  from 
placing  their  money  in  property.  The  yield  on  his 
investment  now  is  very  small  as  compared  with  some 
other  investments  that  you  can  get,  from  which  you 
get  your  return  without  trouble  ; now  you  propose 
to  put  additional  trouble  upon  the  owner,  and  that 
militates  against  the 

20.775.  The  substantial  relief?— No,  it  militates 
against  any  private  individual  coming  into  the 
property  world  and  providing  houses. 

20.776.  There  is  one  other  thing  which  I want  to 
ask  you,  upon  which  I am  not  sure  that  you  did  not 
give  two  conflicting  replies  to  Mr.  Pretyman.  With 
regard  to  the  smaller  house  property,  say  up  to  £20 
or  -30  in  value,  do  you  consider  that  the  cost  of 
repairs  and  of  maintaining  those  houses  is  higher 
or  the  same  as  in  the  case  of  the  larger  houses  sav 
..p  to  £70,  £80,  or  £90P-WelI,  £70  and  £80 TaUBt 
an  outside  figure  in  Manchester.  We  have  very  few 

£70Sor  pS,Par±Tely  S1)e,*inS  °f  “ hiKh  “ ™l'«e 

aJ  n ^ £°°  “ considered  a very  good  rent  in 
the  Manchester  area.  The  bulk  of  the  Manchester 
PrSn  777y  n pr°pGrty  for  the  industrial  classes. 

20,77/.  Comparing  a house  at  £25  with  a house  of 
£50.  if  an  allowance  of  one-sixth  is  inadequate  for  a 
house  of  £25  a year,  does  it  follow  that  it  would  be 
equally  inadequate  in  the  case  of  a house  that  carries 
£o0  a year?— No.  it  does  not  necessarily  follow,  but 
rou  have  to  bear  in  mind  that  generallv’speaking  the 
nntuie  of  the  repairs  is  more  expensive  in  the  larger 
house  than  m the  smaller  house.  Take  the  chimneys, 
toi  instance;  if  there  is  a case  of  repair  to  a chimney 
the  chimney  is  of  a more  ornamental  character  in  the 
case  of  a larger  house  than  it  is  in  a smaller  house, 
it  will  have  larger  gutters;  it  will  have  different 
facia  boards ; it  will  probably  have  more  leadwork 
about  it  than  the  smaller  house.  There  are  many 
things  that  increase  the  cost  of  repairs  materially 
with  a larger  house  as  compared  with  a smaller 


20,77S.  What  I have  in  mind  is  this,  and  I expect 
you  are  quite  aware  of  it,  that  in  the  Valuation 
(Metropolis)  Act,  1869,  under  which  all  properties 
in  the  metropolis  are  valued  for  the  purposes  of 
the  Poor  Rate,  the  deduction  from  the  gross  Poor 
Rate  valuation,  which  is  a deduction  to  include  re- 
pairs and  so  on,  in  order  to  arrive  at  the  rateable 
value,  is  larger  in  the  case  of  houses  under  £20,  and 

under  £40,  than  it  is  in  the  case  of  larger  houses  ? 

It  is  not  so  in  Manchester. 

20.779.  Well,  that  is  so  in  the  Valuation  (Metro- 
polis) Act,  and  you  know,  I dare  say,  that  from  time 
to  time  a number  of  Valuation  Bills  have  been  intro- 
duced—but  finally  dropped— for  extending  a similar 
system  throughout  the  country,  and  in  all  those  bills 
one  of  the  features  was  a table  of  deductions  from 
gross  valuation  to  arrive  at  the  rateable  value,  and 
in  all  those  bills  the  smaller  house  was  allowed  a 
larger  percentage  than  the  larger  one?— Yes,  I am 
aware  of  that. 

20.780.  You  do  not  quite  agree  with  that?— I can 
quite  see  that  it  is  a reasonable  contention,  but  as 
I say,  the  circumstances  here  in  London  are  so  totally 
different  from  what  they  are  in  Manchester ; we  have 
not  the  class  of  property  in  Manchester  which  you 
you  have  here  in  London;  all  our  houses  are  self- 
contained  -in  Manchester,  and  we  have  very  few 
larger  houses. 

20.781.  Sir  W.  Trower : Have  you  taken  into  con- 
sideration the  site  value? — In  arriving  at  an  assess- 
ment? 

20.782.  Yes?  — Where  a house  is  tenanted  in 
Manchester  we  take  the  rent.  If  the  owner  lives  in 
the  house  then  we  take  into  consideration  the  cost  of 
the  house  and  the  site  value,  and  we  also  take  into 
consideration  what  a hypothetical  tenant  would  pav 
for  the  house. 

20.783.  My  question  is  in  reference  to  this.  There 
may  be  house  property  assessed  of  which  three  parts 
of  the  value  is  in  reference  to  the  site,  and  one  part 
only  to  the  house;  for  instance  in  Lombard  Street  or 
Bond  Street;  therefore  you  get  a position  in  which 
one-sixth  is  very  much  too  much?— You  would  have 
in  that  case,  yes. 

20.784.  The  point  of  my  observation  is  simply  this, 
that  you  are  giving  evidence  as  to  a particular 

locality,  which  is  not  of  universal  application? Yes. 

I wish  it  to  be  clearly  known  that  I am  speaking  of 
the  circumstances  in  Manchester;  I am  not  con- 
versant with  the  circumstances  in  London. 

20.785.  Therefore  the  circumstances  in  each  localitv 
differ;  that  is  what  you  wanted  to  say?— Yes. 

20.786.  That,  I think  we  must  agree? — Yes. 

20, /87.  Mr.  Holland-Martin : You  were  quoting 
from  the  Hunter  Report  that  some  provision  should 
bo  made  to  ensure  that  larger  allowance  should  not 
be  obtamable  in  cases  where  the  proper  repairs  have 
not  been  done.  A witness  said  this  morning  that 
that  would  work  out  in  practice  that  a larger  allow- 
ance would  be  allowable  unless  a.  competent  local 
health  authority  complained  that  the  house  was  out 
o repair.  Do  you  think  that  would  be  the  best  wav 
of  arriving  at  whether  the  house  was  repaired  or  not? 

Well,  from  a property  owner’s  standpoint  that  is 
a very  doubtful  position.  There  are  so  many 
standards  of  what  is  a proper  state  of  repair.  Of 
course,  the  local  authorities  have  every  means  of  insist 
mg  that  a house  should  be  in  a proper  state  of  repair. 

20J88.  But  it  would  be  a very  difficult  thing  unless 
you  had  some  authority  to  sav  whether  the  house  was 
m repair  or  not.  It  would  be  a very  difficult  thing 
to  work  on  a mere  statement  that  proper  things  have 
not  been  done.  It  leaves  it  so  vague.  The  tenant 
might  say  the  house  was  not  in  proper  repair?— Of 
course,  you  have  the  provision  in  the  Rents  Restric- 
tion Act.  In  all  the  rent  books  we  must  insert  a 
clause  saying  the  responsible  person  for  keeping  the 
house  m a,  fit  and  proper  state  of  repair  is  so-and- 
so,  and  the  medical  officer  of  health  is  so-and-so. 
That  must  be  done  from  the  1st  of  January  next. 

In  connection  with  the  10  per  cent,  increase  which 
we  are  allowed,  we  have  to  insert  in  the  notice  for  the 
)0  per  cent,  increase  a note  informing  the  tenants 
that  they  can  apply  to  the  local  authority  for  a cer- 
tificate stating  that  it  is  not  in  a fit  and  proper 
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state  of  repair,  in  which  case  the  10  per  cent,  is  not 
allowed,  and  the  fee  which  has  been  paid  by  the 
tenant  for  the  certificate  can  be  deducted  from  the 
rent. 

20.789.  In  making  the  calculation  for  taxation  pur- 
poses would  you  ask  the  owner  to  get  that  certificate? 

No,  I should  not  suggest  that.  Is  the  point  you 

suggest  that  in  the  event  of  an  increase  being  made 
to  meet  this  increased  cost  of  repairs,  such  a con- 
dition should  he  imposed  as  a sort  of  safeguard? 

20.790.  That  is  the  suggestion  of  the  Hunter 
Report,  but  1 cannot  quite  see  it  working  in  practice, 
or  who  the  authority  is  to  be.  Is  the  taxing  authority 
to  ask  for  some  certificate  if  the  higher  amount  is 
claimed?-— That  is  the  finding  of  the  Hunter  Com- 
mittee. 

20.791.  Yes,  it  is?— But  it  does  not  say  that  that 
is  my  opinion. 

20.792.  No,  I quite  agree;  only  I thought  by  your 
putting  it  in  there  you  approved  it,  and  I wanted  to 
know  what  the  authority  would  be  to  decide  whether 
the  house  was  in  proper  repair  or  not? — I simply 


put  it  in  so  that  I should  not  be  charged  with  with- 
holding some  recommendation  of  the  Hunter  Report 
in  the  event  of  the  additional  allowance  being  given. 

I take  it  it  would  have  prejudiced  my  evidence  if 
somebody  had  asked  me  why  I did  not  mention  the 
recommendation  of  the  Hunter  Committee  as  to  a 
safeguard. 

20.793.  You  have  not  thought  of  the  working  ot 
it  in  practice?— No,  I see  there  is  a difficulty.  There 
is  not  the  difficulty  in  the  increase  of  rent,  because 
you  have  to  put  it  in  the  notice.  The  tenant  does 
not  know  anything  about  the  collection  of  the  tax. 

20.794.  Sir  ' J.  Harmood-Banner : Would  it  meet 
your  requirements  if  instead  of  an  average  of  years 
you  were  allowed  to  charge  actual  expenses  in  the 
year  under  the  present  Finance  Act? — From  my  own 
standpoint  that  is  the  ideal— that  we  should  be 
charged  on  the  actual  income ; but  I see  it  involves  a 
tremendous  lot  of  difficulty  with  the  class  of  people 
that  owns  property  in  Manchester.  From  my  own 
standpoint  I say  that  is  the  ideal— tax  a man  on  his 
net  income. 

20.795.  Chairman  : Thank  you. 


Mr.  J.  Ralph  Dagg,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidenoe-in-chief : — 

Evidence-in-chief  of  J.  Ralph  Dagg,  Dp.Ec.,  Trinity 
College,  Dublin,  J.P.  for  Co.  Wicklow. 

20.796.  (1)  I am  Clerk  to  the  District  Councils  of 
Baltinglass,  Nos.  1,  2,  and  3.  Having  been  constantly 
consulted  by  persons  assessed  for  Income  Tax,  I 
have  acquired  some  practical  knowledge  of  the  law 
relating  to  certain  aspects  of  the  question. 

20.797.  (2)  In  Ireland  many  occupiers  of  land  are 
now  being  brought  under  the  scope  of  the  Income 
Tax  law  under  Schedules  A and  B.  The  Finance  Act, 
1917,  provides  that  the  income  of  an  occupier  of 
land  shall  be  estimated  under  Schedule  B to  be 
twice  the  Poor  Law  valuation,  the  rent,  or  the  pur- 
chase annuity,  whichever  is  the  lowest.  A farmer 
paying  £105  a year  rent  for  a valuation  of  £100 
has  to  pay  £3  7s.  6d.  Income  Tax,  under  Schedule 
B ; but  another  farmer  holding  the  same  valuation, 
bought  under  the  Land  Acts,  whose  purchase  annuity 
is  £85,  has  to  pay  none  under  Schedule  B,  and  only 
£2  6s.  9d.  under  Schedule  A. 

Example : — 

Tenant  farmer:  Valuation,  £100;  Rent,  £105. 
Tenant  purchaser : Valuation,  £100;  Annuity,  £85. 
(Each  has  a wife  and  one  child.) 

Schedule  A assessments. 

Tenant  farmer  : (Tax  paid  by  landlord) 

Tenant  purchaser : £100  minus 

£84  8s.  6d.  = £15  11s.  6d.  at  3s. 

Schedule  B assessments. 

Tenant  farmer : £200  minus  £170 

= £30  at  2s.  3d.  

Tenant  purchaser:  £170  minus  £170 
= nil  


Burden  on  poorer  greater  by  ... 


Thus  a man  who  has  £20  a year  less  to  pay  in  rent 
charge  has  to  pay  £1  0s.  9d.  less  than  the  man 
paying  a perpetual  rent.  The  appended  examples 
show  that  as  the  valuation  increases  the  discrepancy 
becomes  more  accentuated.  (This  proviso,  initiated 
by  an  Irish  M.P.,  is  characteristically  Irish.)  For 
instance,  take  the  case  of  Mr.  Y.  and  Mr.  F.,  both 
having  farms  of  the  same  Poor  Law  valuation.  Mr. 
Y.  has  purchased  and  is  vested  under  the  Land  Acts, 
but  Mr.  F.  has  not. 

20,798.  (3)  Example  of  assessment:  — 

Mr.  Y.  Valuation,  £200 ; Annuity,  £130. 

Mr.  F.  Valuation,  £200;  Rent,  £200. 


Tax. 

£ s.  d. 
None. 

2 6 9 

3 7 6 
None. 

£10  9 


Mr.  Y.,  Vested  purchaser. 

Schedule  A gross  assessment  £200 

Less  l of  £200  for  repairs  £25 
Less  jjth  of  £130  for  in- 
terest to  Land  Commis- 
sion ...  • ••  £110 

£135 

Net  assessment,  Schedule  A £65  (at  3s.) 

Schedule  B assessment. 

Gross  annuity,  £130  x 2 ...  ...  £260 

Less  abatement  ...  ...  £120 

Less  wife  and  1 child  ...  £50 

£170 

Net  assessment,  Schedule  B £90  (at  2s.  3d.) 
Income  Tax  payable  by  vested  purchaser:  — 

£ s.  d. 

Schedule  A,  £65  at  3s 9 15  0 

Schedule  B,  £90  at  2s.  3d 10  2 6 

Total  tax  ...  ...  ...  19  17  6 

Mr.  F.s  Tenant  farmer. 

Schedule  A assessment:  (Paid  by  landlord)  None. 
Schedule  B assessment. 

Gross  valuation,  £200  x 2 ...  ...  £400 

Less  abatement  £120 

Less  wife  and  child  ...  £50 

£170 

Net  assessment,  Schedule  B £230  (at  2s.  3d.) 
Income  Tax  payable  by  tenant  farmer  on 

£230  at  2s.  3d £25  17s.  6d. 

Therefore  the  tenant  farmer  (who  has  to  pay  for 
ever  a rent  of  £70  a year  more  than  the  yeoman)  has 
to  pay  £6  a year  more  in  Income  Tax  than  the  latter, 
who  has  a better  chance  of  making  a similar  income. 

In  the  case  of  a non-vested  purchaser  paying  in- 
terest in  lieu  of  rent,  for  such  a holding  his  assess- 
ment will  be  less,  viz.  : — 

£ s.  d. 

Total  tax  on  vested  purchaser  as 

above  ...  ...  ...  19  17  6 

Deduct  tax  on  £20;  sinking  fund  at  3s.  3 0 0 


Net  tax  payable  by  non- 

vested  purchaser  ...  ...  16  17  6 

20,799.  (4)  Example  illustrating  a vested  purchaser 
versus  a tenant  farmer  : — 

Valuation,  £200;  Annuity,  £170. 
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Vested  purchaser. 


£ 

d. 

schedule  A gross  assessment 

200 

0 

0 

Less  £th  £200  for  repairs  £25  0 0 

Less  34th  of  interest  £170 

to  Land  Commission  ...  143  17  0 

168  17 

0 

Net  assessment,  Schedule  A 

£31 

3 

0 

Schedule  B gross  assessment  £170x2  ., 

340 

0 

Less  abatement 

120 

0 

0 

Net  assessment,  Schedule  B 

£220 

0 

0 

Income  Tax  payable: — £ s ^ 

Schedule  A £31  3s.  Od.  at  3s 4 13  6 

Schedule  B £220  Os.  0d.  at  2s.  3d.  ...  24  15  0 


Total  payable  by  vested  purchaser 
under  both  Schedules  £29  8 6 


Tenant  farmer. 

Schedule  A tax  paid  by  landlord None 

Schedule  B gross  assessment  £200  x 2...  400  0 0 

Less  abatement  ...  ...  ...  120  0 0 


Net  assessment,  Schedule  B £280  0 0 
Income  Tax  payable:  — 

£280  at  2s.  3d.  ...  ...  ...  ...  £31  10  0 


which  does  not  exceed  £30,  might  be  excluded,  and 
Income  Tax  assessed  at  the  “ earned”  rate  upon  the 
surplus  valuation  over  £30.  A farmer  holding  a £30 
valuation  is  in  a better  pecuniary  position  than  an 
employee  earning  £4  a week,  according  to  the  prices 
at  which  land  is  now  letting  on  the  11  months’  system 
namely,  from  £10  to  £20  an  acre.  An  employee  living 
in  a town  has  to  buy  the  necessaries  of  life  at  the 
highest  rate.  The  farmer  has  them  at  first  cost.  The 
occupier  of  land  is  in  the  more  favoured  position.  A 
holding  of  £30  valuation  should  produce  an  income  of 
£200  a year.  The  prices  realized  by  the  sale  of  the 
occupation  interest  prove  this.  The  tenant’s  interest 
in  1 acre  of  land  a mile  from  the  local  town  was  sold 
for  £180,  rent  Is.  a year,  valuation  £1  10s.,  or,  say, 
120  years’  purchase;  25  aores  near  a village  sold  for 
£2,250,  rent  £14,  valuation  £25,  or,  say,  90  years’  pur- 
chase ; 176  acres  one  mile  from  village  sold  for  £6,555, 
rent  £140,  valuation  £154,  or,  say,  42  years’  purchase! 

20,802.  (7)  The  mode  of  collection  is  not  business- 
like. The  Collector’s  district  may  extend  into  three 
counties.  The  assessment  books  are  years  old.  The 
Collector  may  have  no  local  knowledge.  An  enormous 
amount  of  correspondence  is  thereby  entailed  which 
could  be  avoided. 

Schedule  B tax  could  be  efficiently  and  economically 
collected  by  the  local  collectors  of  Poor  Rate,  instead 
of  by  one  Income  Tax  Collector  living  in  a distant 
town.  To  do  this  all  that  is  necessary  is  to  add  two 
columns  to  the  rate  book.  The  tax  could  be  collected 
half-yearly  with  the  county  ra/te  from  each  person 
liable. 


In  the  case  of  a non-vested  purchaser  the  assessment 
will  be  less,  viz.  : — 

m 4.  1 1 £>  s.  d. 

total  tax  on  vested  purchaser  as  above  ...  29  8 6 

Deduct  tax  on  £36  3s.  0 d.  sinking  fund 


Net  tax 


£24  0 


20,800.  (5)  Example  illustrating  the  case  of  a Fee 
Farm  Grantee  possessed  of  a farm,  Poor  Law  valuation 
£442.  Fee  Farm  rent  £184.  Tithe  £25.  Annuity 
£120,  making  a total  of  £329. 


Schedule  A assessment. 

£442 — £329 = Net  £113  at  4s.  6d. 

Schedule  B assessment. 

£442  x 2 =£884  at  3s.  9 d 


£ s.  d. 
25  8 6 

165  15  0 


Total  tax  under  both  Schedules  ...  £191  3 6 

A vested  tenant  purchaser  of  such  a holding  paying 
a Purchase  annuity  of  £240  a year  would  be  assessed 
as  follows : — 


£ s.  d 

Schedule  A gross  assessment  442  0 0 

Less  repairs  Jth  of  £442  ...  £55  5 0 
Less  interest  |£th  of  £240  203  0 0 

258  5 0 


Net  assessment, 

Schedule  A 

£183 

15 

0 

Schedule  B gross  assessment 

£240  x 

2 ... 

£ 

480 

s. 

d. 

Less  abatement  ? .. 

Net  assessment  Schedule  B ... 

480 

0 

0 

Tax  payable  by  yeoman. 

Schedule  A.  £183  15s.  0 d 

at  3s.  9 d.  = 

34 

Schedule  B.  £480  0s.  0 d. 

at  3s. 

= 

72 

0 

0 

Total  tax  payable 

under 

Schedules  

£106 

9 

0 

The  non-vested  purchaser  would  be  assessed  on  £37 
less  at  3s.  9d.,  reducing  his  Income  Tax  by  £6  18s.  9d! 

20>®pi.  (6)  The  amount  of  rating  determining 
liability  should  be  fixed  by  law.  For  this  purpose 
persons  occupying  land,  the  aggregate  valuation  of 


20.803.  (8)  Taxation  under  Schedule  D (trades  and 
professions)  should  be  put  upon  a definite  basis. 
Evasion  is  general.  Traders  have  bought,  say  oats  at 
8s.  a barrel  in  October,  1914,  and  sold  in  March,  1915, 
at  24s.  a barrel;  the  accruing  profits  have  run  into 
thousands,  but  the  lucky  speculators  often  escaped 
scot  free  of  Income  Tax.  The  profits  of  such  traders 
should  be  accurately  ascertained  and  duly  assessed, 
so  that  the  gains  of  profiteers  may  be  got  at. 

20.804.  (9)  Taxes  under  Schedule  E should  be 
collected  at  the  source.  “ Emoluments  of  office  ” 
should  be  calculated  to  be  the  same  amount  as  the 
beneficiary  is  entitled  to  claim  for  pension  purposes. 
The  amount  of  the  tax  could  be  deducted  from  the 
wages  or  salaries,  weekly,  monthly,  or  quarterly,  as 
the  case  may  be,  and  remitted  at  once  to  the  Govern- 
ment. There  would  thus  be  a regular  stream  of 
revenue  flowing  into  the  Exchequer.  Payment  in 
this  manner  would  be  more  convenient  and  less  bur- 
densome than  the  present  system. 

20.805.  (10)  Giga.ntic  incomes  are  amassed  by  the 
exploitation  of  labour,  and  there  can  be  no  valid 
objection  to  their  being  “conscripted”  to  relieve  the 
burdens  of  the  community. 

The  taxation  of  small  incomes  will  be  calculated  to 
prevent  war  and  promote  peace;  for  if  people  realize 
that  war  will  entail  a heavy  burden,  they  will  hesitate 
before  having  recourse  to  arms.  Then  indirect  taxa- 
tion on  the  necessaries  of  life,  such  as  tea,  should  be 
reduced  to  compensate  them.  They  would  probably 
gain  more  by  cheap  tea  than  they  would  pay  in 
Income  Tax.  A cup  of  tea  containing  a pauper’s 
allowance  of  J oz.  costs  £d.;  being  id.  for  tea  and 
id.  for  duty.  Thus  the  poor  family  is  charged  at  the 
same  rate,  namely  per  mouth,  as  the  rich  family, 
which  is  evidently  unjust.  Food  was  rationed,  and 
its  hoarding  prevented  as  a war  measure,  and  the 
exigencies  created  by  the  war  demand  the  application 
of  a similar  principle  to  money. 

20,806.  (11)  The  appended  progressive  scale  of  In- 
come Tax  is  tentative,  and  is  based  on  the  Prussian 
Income  Tax  Act  of  1891,  which  Professor  Plehn  states 
in  his  book  on  Public  Finance  approaches  as  near 
perfection  as  possible.  The  maximum  scale  can  be 
applied  at  a lower  limit  than  £100,000  a year,  and 
a pro  rata  increase  made  in  the  rate  of  the  tax  from 
a lower  limit  up,  should  it  be  demanded  by  the 
necessities  of  the  State. 
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20  807.  Suggested  scale  op  progressive  tax. 


Graduated 

Income. 

Total  Income. 

Progressive 
Rate  per  cent. 

Tax. 

Total  Tax. 

Per  cent,  of 
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10 

0 
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0 
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0 
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10 

10 

0 
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7 

3 

10 

0 

14 

0 

0 
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8 

4 

0 

0 

18 

0 

0 
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9 

4 

10 

0 

22 

10 

0 

5 
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10 

5 

0 

0 

27 

10 

0 

5£ 
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12 

12 
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0 

39 

10 

0 

6£ 

700 

14 

14 

0 

0 

53 

10 

800 

16 

16 

0 

0 

69 

10 

900 

18 

18 

0 

0 

87 

10 

1,000 

20 

20 

0 

0 

107 

10 

0 

2,000 

225 

225 

0 

0 

332 

0 

0 

3,000 

25 

250 

0 

0 

582 

0 

4,000 

275 

275 

0 

0 

857 

0 

5,000 

30 

300 

0 

0 

1,157 

0 

6,000 

325 

325 

0 

0 

1,482 

0 

24  £ 

7,000 

35 

350 

0 

0 

1,832 

0 

8,000 

40 

400 

0 

0 

2,232 

0 

9,000 

45 
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0 

0 

2,682 

0 

10,000 

50 
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0 

0 
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0 

20,000 

55 
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0 

0 
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0 

30,000 

60 
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0 

0 

14.682 

0 

40,000 

65 
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0 

0 
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0 

50 

70 
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0 

0 

28,182 

0 

56 

60,000 

75 
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0 

0 
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0 

0 

59 

70,000 

80 

8,000 

0 

0 

43,6S2 

80,000 

85 
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0 

0 

53,182 

0 

0 

90.000 

90 

9,000 

0 

0 

61.182 

0 

0 

100,000 

100 

10.000 

0 

0 

71,182 

0 

0 

loojooo 

200,000 

” * 

100,000 

0 

0 

171,182 

0 

0 

85 

[This  concludes  the  evidence-in-chief .] 


20.808.  Chairman : You  have  prepared  for  us  a very 
elaborate  paper? — I did  my  best. 

20.809.  It  must  have  caused  you  a deal  of  trouble? 
—Well,  I took  a little  time  over  the  calculations. 

20.810.  You  will  now  submit  yourself  to  examina- 
tion by  the  Commissioners  on  your  paper? — Yes. 

20.811.  Mr.  Marks : The  examples  which  you  give 
in  paragraphs  2 to  6 of  your  paper  are  directed  to 
showing  that  the  basis  of  assessment  in  Ireland  under 
Schedule  B is  wrong? — Yes. 

20.812.  Are  the  instances  which  you  give  actual 
instances  or  are  they  some  which  you  have  evolved. 
—The  instances  which  I gave  were  typical  instances, 
and  they  were  taken  from  a leaflet  published  by  the 
Department  of  Agriculture  for  the  information  of 
farmers  who  are  in  these  particular  circumstances. 
I think  I sent  a copy  of  the  leaflet  to  your  Secretary. 

20.813.  Then  they  are  not  actual  instances,  or  you 

do  not  know  that  they  are?— In  my  experience  I have 
found  similar  cases,  that  is  to  say,  a case  of  a tenant 
purchaser  valuation  £100 

20.814.  I do  not  want  to  go  into  the  details  at  the 
moment,  if  you  will  forgive  me;  I just  wanted  to 
know  whether  they  were  actual  instances  of  which 
you  were  peisonally  aware,  or  whether  they  wer  e 
suggestions  of  what  might  be? — The  only  way  I can 
answer  that  question  is,  that  I believe  they  represent 
actual  instances,  though  I had  not  definite  cases  in 
my  mind  when  quoting  them. 

20.815.  Chairman:  You  copied  them  from  a pam- 

phlet?—From  a leaflet  issued  by  the  Irish  Board  of 
Agriculture.  . _ 

20.816.  Are  they  given  as  actual  cases  m that  leaflet 
that  is  issued? — They  were  given  for  the  instruction 
of  farmers. 

20.817.  They  were  hypothetical  cases  ?— They  were 
hypothetical  cases,  of  oourse,  but  in  my  experience  I 
have  found  similar  cases. 

20.818.  Mr.  Marks : With  regard  to  the  holdings 
which  are  purchased  under  the  Land  Purchase  Acts, 
what  is  the  process?  Are  the  valuations  fixed  by  the 


Land  Courts  and  then  converted  into  a rent  charge 
on  the  holding? — No.  An  agreement  is  made  between 
the  landlord  to  sell  and  tenant  to  buy  at  so  many 
years  purchase  on  the  existing  rent ; that  is  converted 
into  a mortgage  for  a terminable  annuity  bearing 
interest  at  3£  per  cent.,  2f  of  which  is  interest  and 
10s.  sinking  fund.  The  greatest  number  of  years  pur- 
chase in  Ireland  was  24.  The  late  Mr.  John  Redmond 
got  it  and  the  late  Earl  Fitzwilliam  got  it,  but  it 
varied  from  24  down  to  18.  The  consequence  has  been 
that  the  annual  rent  charge  is  in  most  instances  now 
about  half  the  Government  valuation  for  rateable 
purposes. 

20,819.  The  Schedule  B assessments  are  not  invari- 
ably based  on  the  Poor  Law  valuation,  are  they?— 
No,  they  are  based  on  a lower  scale  than  the  Poor 
Law  valuation ; that  is  the  material  point. 


20.820.  Sometimes  on  the  judicial  rent  or  on  the 
iterest  in  lieu  of  rent? — Whichever  is  lower. 

20.821.  Or  the  annuity  payable?— Yes,  whichever  is 
le  lowest.  In  the  case  of  tenants  who  are  still 
aving  rent,  the  majority  have  got  two  or  three  reduc- 
ions,  what  are  called  first  term,  second  term  or  third 
„.m  rents.  The  rent  of  a holding  may  be  varied  at 
lie  end  of  each  15  years,  and  as  a matter  of  fact  they 
'ere  always  on  the' declining  side  before  the  war.  As 

rule  for  holdings  held  by  tenant  farmers  in  Ireland 
ow  the  rent  is  less  than  the  Government  valuation 
or  rateable  purposes,  and  if  they  became  purchasers 
he  terminable  annuity  is  less  still. 

20.822.  Then  it  is  true  that  the  purchase  annuity  is 
enerally  less  than  the  rental,  and  you  go  so  far  as 
o say  it  is  50  per  cent,  less?— It  is  50  per  cent,  less 
n many  instances. 

20  823  Have  you  any  sort  of  idea  what  the  average 
iifference  would  be— not  as  much  as  50  per  cent.?— 
Tot  as  much. 

20  824.  Would  you  say  30  per  cent,  or  25  per  cent.  ? 
-It  is  certainly' 25  per  cent.,  because  you  see  that 
ollowed  consequently ; when  tenants  gave  24  years 
jurchase  and  got  the  money  at  3}  per  cent.,  it 


27  881 


1024 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


5 November,  1919.]  Me.  J.  Ralph  Daso.  [Continued. 


naturally  meant  a reduction  in  the  annuity  of  25  per 
cent,  as  compared  with  the  rent.  For  instance,  a 
man  paying  £100  a year  in  rent  who  agreed  with  his 
landlord  to  buy  at  20  years’  purchase,  which  would  he 
a very  fair  average,  has  acquired  his  holding  for 
£2,000  carrying  a mortgage  of  3J  per  cent.,  that  is 
to  say  he  became  owner  de  jure  at  a terminable 
annuity  of  £65  a year,  instead  of  £100  a year  rent. 
On  purchase  the  burden  on  the  occupier  was  reduced 
by  at  least  25  per  cent. 

20.825.  The  net  effect  of  your  proposals  is  to  do 
away  with  the  purchase  annuity  or  interest  in  lieu 
of  rent  as  a test  of  actual  value  for  Schedule  B,  and 
to  charge  on  the  real  value  measured  by  the  Poor  Law 
valuation? — Yes,  and  that  would  entail,  in  my  mind, 
the  abolition  of  “scale  abatements.” 

20.826.  And  you  consider  that  the  Poor  Law  valua- 
tion is  nearer  the  true  annual  value  than  the  other 
forms? — Is  it  not  absurd  to  have  a scale  abatement 
of  £120?  You  assess  a farmer  having  a farm  valued 
at  £60  a year,  and  assume  that  his  income  is  £120, 
and  then  the  “ scale  abatement  ” blots  that  out,  and 
he  pays  nothing.  It  leads  to  any  amount  of  trouble 
and  confusion  under  the  existing  law.  I will  give 
you  an  example  of  it.  A man  came  to  me  with  this 
demand  note  for  £13  6s.  9d.  which  he  had  got  from 
the  Income  Tax  Commissioners. 

20.827.  Chairman:  Was  he  filling  up  that  paper? — 
Yes;  he  asked  me  to  fill  up  for  him  a form  demand- 
ing exemption.  The  valuation  of  the  holding  was  only 
£61,  and  his  rent  was  £60 — that  is,  a judicial  rent. 
Therefore  his  income  was  only  £120  as  the  law  stands 
at  present,  which  of  course  is  wrong.  This  form  was 
sent  to  him,  no  valuation  put  in,  and  £13  6s.  9d. 
was  illegally  demanded  from  that  farmer,  and  he  was 
threatened  with  the  usual  pains  and  penalties  if  he 
did  not  comply. 

20.828.  What  did  he  say  to  the  threat? — I filled  up 
the  form  for  him,  and  I pointed  out  that  his  income 
was  assumed  by  law  to  be  twice  his  rent  of  £60,  that 
is  £120,  and  he  was  entitled  to  abatement  of  £120, 
so  that  he  had  no  legal  liability. 

20.829.  Mr.  Marks : Is  that  the  same  point  as  this, 
that  as  it  is  the  practice  in  Ireland  to  assess  only 
those  whose  valuation  or  annuity  is  one  half  the 
exemption  limit,  all  farmers  under  £65  valuation  are 
not  assessed,  or  practically  all  of  them? — They  are 
not  assessed.  This  was  a case  that  was  on  the  border- 
line. His  valuation  was  £61,  but  in  law  a farmer 
whose  valuation  does  not  exceed  £65  is  not  assessed. 

20.830.  Chairman:  Who  makes  the  valuation? — The 
valuation  was  made  by  Sir  Richard  Griffith  in  1848; 
the  valuation  of  land  in  Ireland  has  never  been 
changed.  The  revision  of  valuation  only  applies  to 
houses.  There  was  some  defect  in  the  Act,  and  there 
has  been  no  re-valuation  of  land ; it  has  remained 
the  same  since  1848.  For  rating  purposes  probably  it 
does  not  matter  very  much.  Supposing  even  that  the 
land  were  twice  as  valuable  now  as  then,  it  would 
make  no  difference  in  striking  a rate ; it  would  only 
affect  the  poundage  rate.  Is.  in  the  £ at  the  present 
valuation  would  be  equal  to  6d.  in  the  £ on  a valua- 
tion double  the  existing  valuation. 

20.831.  Mr.  Marks:  Is  it  true  to  say  that  the  far- 
mer would  escape  taxation  although  his  profits  might 
be  considerably  in  excess  of  the  exemption  limit? — 
Yes.  I will  give  you  an.  example  of  that.  I have 
dealt  partly  with  it  in  paragraph  6.  Owing  to  this 
unfortunate  war  there  must  be  very  large  profits 
made  by  farmers,  and  that  is  evidenced  by  the  very 
large  increase  in  the  value  of  farms.  I have  here  for 
your  information  a list  of  recent  authentic  sales  by 
Edwin  Hammond,  published  in  the  local  press  in  my 
neighbourhood,  and  I am  personally  aware  of  the 
facts.  County  Wexford,  1 acre  3 roods  13  perches, 
statute  measure,  tenant’s  interest  sold  for  £75.  The 
names  are  given,  and  the  town  and  so  on.  County  of 
Wexford,  55  acres  statute,  annuity  £13  17s.  8d.,  sold 
to  Mr.  Joseph  Warren  for  £1,325.  At  5 per  cent, 
that  would  represent  £65  a year,  whereas  the  annuity 
was  only  £13. 


20.832.  Chairman:  Are  those  flax  farms? No 

there  is  no  flax  grown  in  Wexford ; it  is  grown  in  the 
North.  These  are  ordinary  tillage  farms.  Duffery 
near  Ooolmanna,  21  acres,  judicial  rent  £14  5s.  Sold 
for  £600.  Mountain  Farm,  near  Tinahely,  area  11 
acres,  subject  to  an  annuity  of  £4  13s.,  price  £170.  I 
could  give  you  direct  information  that  I had  from 
a friend  of  mine  who  was  the  holder  of  a mountain 
farm  under  Trinity  College  containing  365  acres. 

20.833.  Does  he  own  that  farm? — No,  he  paid  £50 
a year  to  Trinity  College  for  it. 

20.834.  £50  a year  rent? — Yes. 

20.835.  Mr.  Pretyman:  That  is  an  annuity? — A 
permanent  rent — a fee-farm  rent. 

20.836.  It  cannot  be  raised? — No,  it  cannot  b6 
increased;  it  is  a fee-farm  rent.  He  told  me  that 
his  profit  on  that  farm  was  £400  a.  year  before  the 
war.  He  used  to  go  to  Scotland  to  get  his  stock. 
He  went  to  Dumfries  and  got  Sootch  “ hornies,” 
small  Scotch  sheep,  for  12s.  6d.  each  in  those  days. 
He  had  them  home  for  less  than  £1.  He  bought  300. 
There  was  a run  for  300  sheep  on  that  mountain. 
Then  these  ewes  had  450  lambs.  The  average  was  a 
lamb  and  a half  each.  He  said  to  me:  “ those  Scotch 
hornies  ewes  are  wonderful  for  rearing  their  lambs.” 
After  a few  weeks  you  would  see  the  ewe  with  two 
lambs  nearly  as  big  as  herself.  He  said  that  he  got  £1 
apiece  for  those  lambs,  so  that  he  made  £450;  and  he 
said:  “ £50  pays  the  rent,  and  I have  £400  profit  ” 
I said,  “ what  do  you  do  about  paying  the  herd?  ” 
and  he  said,  “ the  wool  pays  the  herd.” 

20.837.  Sir  E.  Nott-Bower  : Can  you  say  what  is  the 
Poor  Law  valuation  of  that  holding? — £55. 

20.838.  Chairman:  Were  you  going  to  tell  us  the 
value  of  that  now? — -That  farm  was  sold  cheap  when 
he  died.  It  was  bought  in  by  his  nephew,  and  there 
was  no  opposition;  but  a farm  of  that  class  would 
easily  go  to  £1,000. 

20.839.  That  £1,000  is  the  tenant-right? — The 
tenant-right. 

20.840.  That  means  only  5 per  cent.,  does  not  it — 
£50? — Yes,  and  £50  rent  also. 

20.841.  Mr.  Pretyman  : Supposing  that  man  wished 
to  quit  his  farm  and  there  was  no  relation  who  wished 
to  have  it,  and  no  political  question  arose  about  it 
at  all,  and  it  was  in  the  open  market  for  somebody  to 
come  and  see  him,  and  he  had  the  right  of  nominating 
his  successor,  somebody  would  have  given  him  £1,000  ; 
is  that  what  you  mean? — Yes.  Here  is  a somewhat 
similar  case.  Michael  Keane’s  farm  at  Tickmock, 
containing  65  acres,  annuity  £27  15s.,  sold  to  Mr. 
McCormack  for  £1,010.  I think  I am  under-esti- 
mating the  mountain  farm.  When  they  are  selling 
these  farms  they  always  put  down  English  acres, 
but  when  they  are  talking  of  them  at  home  they  are 
Irish.  Then  the  same  vendor  sold  another  part  of 
Tickmock,  containing  48  acres,  annuity  £20  15s.,  to 
Mr.  Thomas  Molloy  for  £1,230.  The  same  vendor  sold 
Crossnaoole,  County  Wicklow,  area  39  acres,  judicial 
rent  £23  15s.,  which  was  purchased  by  Mr.  Cross  for 
£800.  Mr.  Keane  sold  these  three  farms  to  buy  a 
larger  one,  for  which  he  gave  over  £6,000,  and  the 
rent  received  by  the  landlady,  Mrs.  de  Montmorency, 
is  only  £120.  Miss  Smith’s  farm  at  Kilcarney,  48 
acres  statute,  judicial  rent  £13  10s.,  sold  to  Mr. 
Langrell  for  £560.  Thon  the  farm  at  Ticknock  was 
re-sold,  65  acres  for  £2,120.  Then  Mr.  Thomas 
Kehoe’s  farm  at  Umrigar,  near  Carnew,  containing 
40  acres,  annuity  £14  5s.,  sold  to  Mr.  Tobias  Kinsella 
for  £1,700. 

20.842.  Mr.  Marks : Speaking  generally,  the  effect 
of  your  evidence  is  that,  owing  to  the  value  of  the 
tenant-right,  the  interest  in  lieu  of  rent  or  the 
annuity — the  landlord’s  interest — does  not  fairly 
represent  the  full  annual  value  of  the  land? — No. 
There  is  the  beneficial  interest  that  the  occupier  has. 

20.843.  Sir  J.  TL armood-Banner : Is  it  not  the 
fact  that  these  tenant-rights  are  given  as  security  for 
borrowing  from  the  bank,  so  that,  for  instance,  a 
man  having  one  of  these  assessments  of  £50  whore 
there  is  20  years’  purchase,  can  go  to  his  banker  and 
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obtain  a very  large  loan? — Yes.  I am  aware  that 
probably  some  of  these  purchasers  up  to  £2,000 
borrowed  a considerable  sum  from  the  bank,  of  course 
on  the  security  of  the  tenant-right. 

20  844.  So  that  the  landlord  cannot  get  any  more 
money  for  his  land? — No. 

20.845.  And  yet  the  tenant  can  borrow  up  to  a 
very  large  sum  on  the  value  of  the  property? — -The 
State,  rightly  or  wrongly,  took  away  the  unearned 
increment  from  the  landlord  and  gave  it  to  the 
tenant.  In  both  cases  they  did  what  was  wrong ; they 
should  have  secured  it  for  the  community  at  large. 

20.846.  In  your  paragraph  8 you  speak  of  specula- 
tions in  oats.  Do  you  mean  that  it  is  farmers  who 
made  these  very  large  profits,  paying  8s.  a barrel  for 
oats  and  selling  at  24s.? — No,  not  farmers. 

20.847.  If  they  are  not  farmers,  how  do  they  manage 
to  escape  Income  Tax  upon  their  ordinary  shopkeep- 
ing or  mercantile  transactions? — Evasion  is  a fine 
art. 

20.848.  Is  it  not  rather  a reflection  on  the  Irish 
Income  Tax  authorities  that  they  should  allow  evasion 
like  this  where  a man  can  make  such  hugh  profits 
without  paying  Income  Tax  upon  them? — There  have 
been  huge  profits  made  by  traders  in  all  commodities 
owing  to  the  war. 

20.849.  Upon  which  they  have  not  paid  any  Income 
Tax? — Upon  which  they  have  not  paid  Income  Tax; 
they  have  not  been  got  at.  Some  system  should  be 
devised  by  the  authorities  having  power  to  look  into 
the  invoioes  of  goods  received,  and  looking  at  their 
bank  balances  to  see  that  the  charges  they  make  for 
outlay  are  bond  fide  and  just.  You  can  have  a pro- 
prietor of  a concern  working  it  with  his  own  family 
and  charging  £160  a year  each  for  the  services  of 
his  sons  and  daughters.  The  daughter  may  be  a 
nominal  manager  of  one  particular  department,  and 
the  son  nominally  manager  of  another,  and  so  on. 

20.850.  I am  sure  this  will  be  very  useful  informa- 
tion for  the  Income  Tax  authorities  in  Ireland.  In 
para.  10  you  say:  “ Gigantic  incomes  are  amassed  by 
the  exploitation  of  labour.”  What  do  you  mean  by 
that?  That  is  a new  phrase? — I mean  that  it  is,  to 
my  mind,  self-evident  that  a person  cannot  become  a 
millionaire  by  the  unaided  labour  of  his  own  hands. 
It  is  by  employing  others  and  acquiring  wealth  by 
that  means.  I could  give  you  cases  in  point.  Any 
case  of  a millionaire  is  a case  in  point.  I had  better 
not  give  you  the  individual  cases  that  I have  in  my 
mind. 

20.851.  Mr.  May:  There  are  too  many  of  them? — 
There  are  too  many  of  them. 

20.852.  Sir  J.  Harmood-Banner : But  if  there  is  a 
method  of  getting  income,  I should  like  to  have  evi- 
dence of  it  for  the  Income  Tax  authorities? — I grant 
you  that  some  persons  are  gifted  with  better  brains 
than  others  and  can  better  manage  and  organise,  and 
are  justly  entitled  to  an  ample  reward  for  it;  but  I 
think  it  has  worked  out  unsatisfactorily  to  the  com- 
munity as  a whole. 

20.853.  Do  you  mean  that  they  pay  wages  at  one 
rate  and  then  charge  a higher  rate,  and  so  make  a 
profit? — Yes,  by  the  efforts  of  labour,  granting  that 
they  have  ability,  they  have  been  able  to  amass 
gigantic  incomes.  There  is  no  harm  in  mentioning 
Mr.  Carnegie’s  name ; he  is  dead.  He  said  “ a man 
who  dies  rich  dies  disgraced,”  and  he  did  his  best  not 
to  die  disgraced. 

20.854.  Chairman : Are  there  any  living  people  that 
you  can  put  us  on  the  track  of  ? — I am  sure  there  are 
living  people.  I think  it  is  up  to  this  Commission, 
and  I make  the  suggestion  with  all  humility,  to  ask 
the  wealthy  people  to  do  what  they  have  asked  our 
sons  to  do.  You  asked  our  sons  to  volunteer  their 
lives  to  fight  for  their  King  and  country,  and  I do 
not  see  why  the  millionaires  should  not  volunteer 
some  of  their  money  when  the  State  is  in  such  a 
position. 

20.855.  Are  you  speaking  of  people  in  Ireland  that 
you  know  of? — Well,  I know  a man  who,  40  years 
ago,  was  a very  humble  man  like  myself.  He  was  in 
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fact  secretary  to  a building  society  of  which  I was  a 
member.  I saw  that  he  was  possessed  of  six  figures 
(666,666)  in  shares  in  a very  important  company  here 
in  London. 

20.856.  When  you  speak  of  these  great  profits,  do 
you  mean  in  Ireland?  When  you  say  exploited  out 
of  labour,  do  you  mean  by  the  farmers  or  the  mer- 
chants in  Ireland? — Both  farmers  and  merchants  in 
Ireland  have  profited  considerably  by  the  war.  It  is 
not  uncommon  now  in  Ireland  for  what  you  would 
call  in  England  a yeoman  farmer  to  drive  to.  fair  in 
a motor  car. 

20.857.  That  is  the  reason  you  make  the  suggestion 
— because  they  are  driving  motor  cars? — Yes,  and 
another  reason  is  that  the  deposits  in  the  bank  have 
increased  from  £15.000,000  to  £60,000,000.  Who  put 
it  in  except  those  who  had  it? 

20.858.  Do  you  say  that  the  Irish  people  evade  the 
payment  of  Income  Tax? — Yes,  I have  known  cases 
of  purchasers  valued  at  over  £200,  who  went  up  to 
an  expert  in  Dublin,  an  ex-inland  Revenue  man  who 
was  conversant  with  the  subject,  and  he  got  them  out 
of  it. 

20.859.  Mr.  Pretyman : In  your  paragraph  6 you 
point  out  how  very  low  the  assessments  are,  and  you 
suggest  that  on  account  of  these  very  low  assessments 
people  are  not  paying  Income  Tax  at  all  who  really 
are  in  a position  to  pay  it;  is  not  that  the  point? — 
I do  not  follow. 

20.860.  The  assessment  on  which  Income  Tax  under 
Schedule  B is  paid  is  really  on  a much  lower  valua- 
tion and  is  not  really  based  on  the  profits  now  made? 
—Yes,  it  is  very  low*  because  at  the  present  time  £65 
is  the  limit  fixed  by  law,  but  that  is  rendered  nugatory 
by  the  scale  of  abatement. 

20.861.  The  reason  why  these  people  who  really  are 
making  sufficient  profits  to  justify  charging  them 
with  Income  Tax  do  not  pay  Income  Tax  at  all  is 
because  their  assessment  is  so  low  that  they  escape ; 
is  not  that  the  point? — You  may  take  it  to  a certain 
extent  as  being  correct. 

20.862.  That  is.  broadly  speaking,  the  effect  of  your 
paragraph  6? — It  is.  I suggest  there  that  the  limit 
should  be  reduced  to  £30. 

20.863.  Chairman  : You  understand  that  all  your 
evidence  will  be  published? — Yes.  I have  been  before 
a Commission  on  a former  occasion. 

20.864.  I did  not  want  you  to  hold  back  from  giving 
us  any  information,  because  it  is  very  good  of  you  to 
give  us  all  the  information  you  can  faithfully  and 
truthfully,  but  I wanted  you  to  know  that  it  would 
be  published?— Yes.  I believe  that  everybody,  farmer 
and  labourer,  should  pay  Income  Tax  according  to 
their  ability. 

20.865.  Mr.  Pretyman:  In  your  paragraph  3 you 
suggest  that  these  assessments  are  so  out  of  propor 
tion  to  the  actual  earnings  that  instead  of  a man 
beginning  to  pay  Income  Tax  on  the  present  basis 
he  should  begin  to  pay  Income  Tax  when  the  assess- 
ment is  above  £30? — Yes. 

20.866.  That  is  what  you  suggest?— Yes. 

20.867.  In  order  to  enforce  that  would  you  have  a 
different  Income  Tax  law  iu  Ireland  from  what  you 
have  in  England?— I cannot  make  any  suggestion  as 
to  that. 

20.868.  May  I put  it  to  yon  that  there  is  only  one 
Income  Tax  law  at  present  for  the  whole  United 
Kingdom,  and  that  the  basis  of  assessment  in  Eng- 
land is  on  the  whole  a fair  basis,  both  for  farmers 
and  for  traders,  and  that  the  assessment  on  which 
thev  pav,  broadly  speaking,  bears  a proper  relation 
to  the  profits  which  they  make  and  which  are  liable 
to  Income  Tax.  If  your  remedy  were  applied  over 
the  whole  area  it  would  bring  in  people  in  other  parts 
of  the  Kingdom  outside  Ireland  who  would  have  to 
pay  on  assessments  of  over  £30  when  they  are  not 
making  an  income  over  £30.  Would  you  not  say  that 
the  proper  remedy  rather  for  this  state  of  things, 
on  these  facts  that  you  state  to  us,  is  not  to  tax 
the  Irishman  on  a different  figure  from  that  on  which 
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he  is  taxed,  but  to  raise  his  assessment  to  the  proper 
figure  as  is  done  in  England,  and  let  him  be  taxed 
on  the  same  basis  as  an  English  farmer? — I think 
an  Englishman  and  an  Irishman  should  pay  on  the 
same  basis. 

20.869.  Does  not  that  point  to  raising  the  Irish- 
man’s assessment  instead  of  taxing  him  on  £30, 
because  when  he  calls  himself  £30  you  may  know  he 
is  really  £200.  Instead  of  doing  that,  when  he  is 
really  making  £200,  assess  him  on  £200 ; is  not  that 
a preferable  method? — That  would  raise  this  diffi- 
culty. In  order  to  arrive  at  his  income,  debit  and 
credit  accounts  should  be  kept,  and  they  are  never 
kept  in  Ireland. 

20.870.  Excuse  me,  I do  not  think  so.  If  you  take 
Schedule  B,  it  does  not  involve  keeping  accounts. 
What  you  complain  of  is  that  the  assessment  is  too 
low  and  if  the  assessment  in  Ireland  were  raised 
to  the  same  point  as  the  assessment  in  England  and 
represented  the  true  letting  value  of  the  farm  that 
would  put -matters  right,  would  it  not? — Yes. 

20.871.  Would  not  that  be  a preferable  way  of 
putting  matters  right  rather  than  having,  first  of 
all,  a system  of  false  assessment  compensated  for  by 
a system  of  false  rate  of  tax? — I was  not  aware  of 
the  difference  between  the  system  of  valuing  land  in 
England  and  in  Ireland  for  rateable  purposes.  The 
value  of  our  land  has  been  stereotyped  since  1848. 

20.872.  And  it  is  not  the  true  value? — The  idea 
that  was  in  my  head  when  I was  drafting  that  para- 
graph was  to  show  this  Commission  that  people  that 
were  called  at  one  time  middle  class  people,  such  as 
clerks  in  large  commercial  concerns  and  banks,  earn- 
ing what  was  looked  upon  before  the  war  as  a pretty 
good  living  wage  of  £4  a week,  are  bound  to  pay 
Income  Tax  minus  the  abatement  of  £120,  and  thev 
are  in  an  inferior  position  to  a farmer  holding  30 
acres  of  land  at  £30  valuation. 

20.873.  That  is  because  his  valuation  is  too  low? — 
Yes. 

20.874.  I will  get  at  it  from  another  point.  In 
this  paragraph  6 you  state  here  in  so  many  words : 

“ The  prices  realized  by  the  sale  of  the  occupation 
interest  prove  this.  The  tenant’s  interest  in  one 
acre  of  land  a mile  from  the  local  town  was  sold  for 
£180 — rent  Is.  a year,  valuation  £1  10s. — or,  say,  120 
years  purchase.”  Is  that  an  actual  fact?— Yes,  an 
actual  fact  a mile  from  where  I live. 

20.875.  Within  your  knowledge? — Yes,  I know  it. 

20.876.  And  these  instances  given  in  this  paragraph 
are  actual  facts  within  your  knowledge? — Yes,  within 
my  knowledge. 

20.877.  Taking  those  as  facts,  would  you  say  that 
those  large  payments  for  tenant  right  represent  the 
capitalized  difference  between  the  rack  rent  and  the 
judicial  rent? — In  a great  many  cases  it  does;  pro- 
bably it  may  exceed  it. 

20.878.  What  else  could  it  represent? — A person 
may  give  more  than  the  capitalized  amount  if  it 
would  square  his  farm. 

20.879.  It  is  the  capitalized  difference  between 
the  value  to  the  tenant  and  the  capital  value  of  the 
actual  judicial  rent? — Yes. 

20.880.  Then  would  it  not  be  true  to  say  that  the 
sum  of  these  two  values  would  really  represent  the 
value  of  the  farm,  or,  to  put  it  in  another  way,  that 
the  annual  value  of  one  of  these  payments  together 
with  the  rent  would  be  some  guide — I do  not  say  it 
would  be  actual — but  it  would  be  some  guide  towards 
what  the  actual  annual  rateable  value  of  the  farm 
was  ? — It  is  very  difficult  for  me  to  form  an  opinion  on 
the  matter,  as  in  order  to  arrive  at  the  true  value  I 
suppose  it  would  mean  further  legislation  and  another 
Commission  to  re-value  the  whole  thing.  I have  a 
case  in  my  mind  where  the  Land  Commission  were 
applied  to  by  the  landlord  to  fix  the  redemption 
value  of  the  farm,  and  they  fixed  it  at  £650.  It 
could  not  be  got  before  the  war ; you  could  get  three 
or  four  times  £650  for  it  now.  That  was  a tribunal 
appointed  by  the  Government— the  Land  Commission. 


20.881.  You  understand  that  valuations  ought  to  be 

altered  theoretically  as  often  as  necessary— w hat  j 
mean  to  say  is  that  the  annual  valuation  of  a farm 
or  of  a business  depends  on  circumstances  which  mav 
change? — Yes.  J 

20.882.  And  you  have  pointed  out  here  that  you 
have  got  a valuation  which  is  nearly  100  years  old 
and  which  has  never  been  altered  at  all?— It  has 
never  been  altered  since  1848. 

20,8S3.  Of  course,  you  cannot  alter  your  valuation 
every  year?— No,  it  would  be  undesirable. 

20.884.  I do  not  want  to  press  you  to  say  that  the 
annual  assessment  value  of  a farm  should  be  arrived 
at  by  taking  the  rent  plus  the  annual  value  of  the 
tenant  right,  but  in  a concrete  case  would  it  not  be 
some  guide?  Take  here  one  of  these  actual  cases  of 
yours.  Here  are  25  acres  of  land  near  a village  sold 
for  £2,250,  rent  £14,  valuation  £25?— Yes. 

20.885.  I will  not  take  you  further  about  the  90 
years  purchase  because  that  has  got  nothing  to  do 
with  it;  take  those  figures  ?— That  farm  is  adjacent 
to  a village  and  it  is  bought  by  a local  grocer  who 
probably  gave  more  for  it  than  a bond  fide  tenant 
farmer  would  give. 

20.886.  That  was  because  he  could  make  more  profit. 
All  I say  is,  is  not  that  a guide.  The  valuation  of 
those  2o  acres  is  £25,  is  it  not?— Yes. 

20.887.  The  rent  is  £14?— Yes. 

20.888.  The  tenant  right  fetched  £2,250? Yes. 

20.889.  Take  that  for  the  sake  of  argument  at  4 
per  cent;  that  would  be  roughly  £90,  would  it  not?— 

20.890.  Supposing  you  were  going  to  try  and  arrive 
at  what  was  the  fair  annual  value  of  that  farm  for 
assessment,  would  you  not  say  that  those  were  two 
very  material  factors,  that  it  was  worth  that  man’s 
while  who  was  going  to  take  that  farm  to  pay  £14  a 
year  rent  and  also  to  be  out  of  the  interest,  namelv 
£90.  on  £2,250?— Yes. 

20.891.  And  therefore  the  man  who  is  now  occupy- 
ing that  farm  really  stands  not  at  a rent  of  £14  but 
at  a rent  of  £104?— That  is  so. 

20.892.  Would  you  not  say  that  that  was  a very 
important  factor  in  arriving  at  the  annual  value  of 

that  farm  on  which  a man  should  pay? Yes  I 

should,  for  the  tribunal  appointed  to  determine  the 
value  for  rateable  purposes. 

20  893.  I do  not  press  you  to  say  that  it  is  final ; 

I only  ask  you  to  say  that  it  is  material  ?— Yes,  it  is 
material. 

20.894.  What  is  there  in  Irish  law  which  prevents 
the  Assessor  of  taxes  raising  that  issue  now?— That 
clause  which  I refer  to  here  as  the  cliaracteristicallv 
Irish  one. 

20.895.  Where  are  you  now?— In  paragraph  2.  I 
say  under  Schedule  B the  income  is  assumed  to  be 
twice  the  Poor  Law  valuation,  the  rent,  or  the  pur- 
chase annuity,  whichever  is  the  lowest. 

20.896.  Yes,  I see;  so  you  have  to  get  rid  of  that?  — 
Yes. 

20.897.  Would  it  not  meet  your  case  better  to  deal 

with  the  thing  in  that  way  than  by  having  a differen- 
tial rate  of  tax  to  cover  the  present  differential  rate 
of  assessment? — I think  the  present  valuation  being 
known,  you  would  have  less  heart-burning,  and  there 
would  bo.  less  objection  to  putting  the  law  in  force 
on  the  existing  valuation  rather  than  going  in  for  the 
other.  * & 

20.898.  That  would  involve  separate  legislation  for 
Ireland,  would  it  not? — I am  afraid  I cannot  answer 
that. 

20.899.  There  is  no  such  system  as  this  in  England, 
and  therefore  to  deal  with  this  in  your  way  would 
involve  a basis  of  Income  Tax  assessment  on  land  in 
Ireland  totally  different  from  that  in  England? — T 
had  in  my  mind  at  the  same  time  to  make  the  sugges- 
tion that  the  scale  abatements  should  cease,  and  then 
you  would  bring  a large  number  within  the  Income 
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Tax  net,  but  while  making  that  suggestion  I also 
intended  to  suggest  concurrently  that  the  tax  on  tea 
and  sugar  should  be  reduced  so  as  to  compensate  the 
poorer  workers  for  what  they  pay  in  Income  Tax. 

20  900.  That  is  on  the  principle  that  two  wrongs 
make  a right,  is  it  not?— No.  I think  it  is  very  un- 
just that  a poor  man  earning  £1  a week  has  to  pay 
as  much  revenue  in  drinking  tea  as  his  lordship  does, 
because  he  pays  through  his  mouth. 

20  901.  I am  not  on  that  point  at  all.  When  I say 
two  wrongs  do  not  make  a right,  what  I mean  is  that 
you  have  a wrong  assessment,  and  you  are  trying  to 
put  that  right  by  doing  away  with  an  abatement 
which  in  itself  is  right  if  it  is  properly  applied?— It 
is  theoretically  right.  I know  the  “ allowance  for 
subsistence  ” theory.  The  progressive  rates  of  In- 
come Tax  set  forth  in  my  evidence  would  be  more 
accurate  in  operation  than  the  clumsy  expedient  of 
“ scale  abatements.”  . 

20.902.  Has  it  ever  occurred  to  you  that  the  object 
of  the  Irish  land  legislation  was  to  enable  occupiers  of 
land  to  hold  it  at  rather  low  rents? — Yes. 

20.903.  Is  not  what  has  happened  now,  through  the 
enormous  prices  paid  for  tenant  rights,  that  when  the 
farms  have  changed  hands  once  they  stand  at  rents 
at  least  as  high  or  higher  than  they  did  before? — The 
English  Parliament  proceeded  on  wrong  lines  alto- 
gether in  the  matter.  Fixity  of  tenure  was  right, 
and  fair  rent  was  right,  but  free  sale  cut  its  throat. 
Free  sale  simply  transferred  the  power  of  rack-rent- 
ing from  the  landlord  to  the  outgoing  tenant.  It 
simply  transferred  the  unearned  increment  from  one 
person  to  another. 

20.904.  I should  like  to  follow  that  up,  but  it  is 
rather  outside  our  scope.  In  the  last  part  of  your 
evidence  you  have  put  down  a rather  interesting  scale 
of  taxation  which  you  propose.  Take  the  large  in- 
comes of  £30,000  or  £40,000  a year.  You  realize 
that  the  scale  you  propose  is  almost  identical  with 
the  present  rate  of  tax  ? — In  my  own  case  I believe  it 
is. 

20.905.  On  an  income  of  £30,000  a year  your  total 
tax  is  £14,682i,  which  is  48  per  cent? — Yes. 

20.906.  That  almost  exactly  corresponds  with  the 
present  Income  Tax  at  10s.  in  the  £.  Income  Tax 
and  Super-tax  on  that  income  is  10s.  in  the  £ ? I did 


not  make  the  comparison  generally.  I looked  at  the 
scale  to  see  how  I was  affected  myself. 

20.907.  Sir  E.  Nott  Bower:  With  regard  to 

Griffith’s  valuation,  that  was  fixed  about  70  years  ago, 
do  you  consider  that  that  includes  the  value  of  the 
tenant  right? — No.  The  Griffith  valuation  was  based 
upon  prices  expressly  mentioned  in  the  section  of  the 
Act  of  Parliament  dealing  with  the  matter.  The  price 
of  bacon,  wheat,  and  all  agricultural  produce  was 
mentioned  at  infinitely  less  prices  than  now  obtain. 

20.908.  In  paragraphs  2 to  6 you  give  instances  of 
some  of  the  anomalies  that  occur  through  the 
Schedule  B assessment  being  based  either  on  the  valu- 
ation, or  on  the  purchase  annuity,  or  interest  in  lieu 
of  purchase  annuity? — The  higher  the  rent  the 
more  burden  of  Income  Tax  there  is  on  the  tenant; 
the  richer  he  is  looked  upon  by  that  section,  strange 
to  say. 

20.909.  But  those  inequalities  that  you  call  atten- 
tion to  in  paragraphs  2 to  6 are  small  comparatively. 
Supposing  you  were  to  make  Schedule  B chargeable 
on  the  Poor  Law  valuation,,  the  anomaly  would  still 
remain? — I think  not  to  the  same  extent. 

20.910.  Let  me  take  a case  of  yours  in  paragraph  6, 
where  £2,250  was  paid  for  the  tenant  right  of  a farm 
in  which  the  rent  was  £14,  and  valuation  was  £25. 
That  only  allows  £11  for  the  valuation  of  a tenant 
right  which  sold  for  £2,250? — Yes. 

20.911.  Take  the  next  case,  176  acres  sold  for 
£6,555 ; the  rent  was  £140,  and  the  valuation  was 
£154?— Yes. 

20.912.  There  is  only  £14  a year  there  to  represent 

the  annual  value  of  the  tenant  right,  which  sold  for 
£6,555? — Yes.  If  a re-valuation  were  made  similar 

to  Griffith’s,  but  on  current  prices,  the  valuation,  I 
am  afraid,  would  be  doubled. 

20.913.  Chairman:  We  are  very  much  obliged  to 
you  for  your  evidence? — There  was  one  point  I in- 
tended to  mention,  and  that  was  the  defects  of  the 
present  system  of  issuing  demand  notices.  I collect 
rents  of  an  estate,  and  I am  furnished  with  an 
account  for  tenants  that  have  been  dead  for  forty 
years 

20.914.  May  we  have  that? — Yes,  you  may  have 
that.  They  claim  £27  4s.  Id.,  and  they  were  reduoed 
to  £11  8s. 


1028 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


THIRTIETH  DAY, 

Thursday,  6th  November,  1919, 


LORD  COLWYN  (in  the  Chair). 


Mr.  PRETYMAN. 

Mr.  KERLY. 

Sir  E.  E.  NOTT-BOWER. 

Mrs.  KNOWLES. 

Sir  J.  S.  HARMOOD-BANNER. 

Mr.  McLINTOCK. 

Sir  W.  TROWER. 

Mr.  GEOFFREY  MARKS 

Mr.  ARMITAGE-SMITH. 

Mr.  MAY. 

Mr.  BIRLEY. 

Professor  PIGOU. 

Mr.  WALKER  CLARK. 

Dr.  STAMP. 

Mr.  GRAHAM. 

Mr.  W.  Sharland,  an  Assistant  Chief  Inspector  of  Taxes,  called  and  examined. 


The  witness  handed  in  the  following  statements  as 
his  evidence-in-chief : — 

No.  I.— INCOME  TAX  CHARGED  UNDER 
SCHEDULE  A ON  LANDS  AND  HOUSE  PRO- 
PERTY, AND  THE  ALLOWANCE  FOR  RE- 
PAIRS MADE  IN  THE  COLLECTION  OF 
THE  TAX  UNDER  THAT  SCHEDULE. 

A.  Assessment  of  property  for  the  purposes  of 
Income  Tax,  Schedule  A. 

20.915.  (1)  Under  the  provisions  of  the  Income  Tax 
Acts  the  measure  of  the  profit  arising  from  the  owner- 
ship of  lands  and  house  property  is,  for  the  purposes 
of  taxation  under  Schedule  A,  the  annual  value  of 
the  property,  which  is  defined  to  be — 

(i)  the  amount  of  the  rent  by  the  year  at  which 
properties  are  let,  if  they  are  let  at  rack 
rent  and  the  amount  of  that  rent  has  been 
fixed  by  agreement  commencing  within  the 
period  of  seven  years  preceding  the  5th  day 
of  April  next  before  the  time  of  making 
the  Income  Tax  assessment  j or 
(ii)  if  the  properties  are  not  let  at  a rack  rent  so 
fixed,  then  the  rack  rent  at  which  they  are 
worth  to  be  let  by  the  year. 

20.916.  (2)  The  question  of  the  Schedule  A assess- 
ments in  Scotland  and  Ireland  will  be  dealt  with 
separately.  As  regards  England  and  Wales  (subject 
to  certain  reservations  affecting  the  Administrative 
County  of  London  which  are  mentioned  in  paragraph 
3 below)  the  duty  of  assessing  the  annual  value  for 
the  purpose  of  Schedule  A is  primarily  placed,  in  a 
year  of  re-assessment,  upon  the  Assessor,  who,  accord- 
ing to  the  letter  of  the  law  (which  has  been  in  force 
since  the  year  1842  and  reflects  the  conditions  of  that 
period),  is  the  authority  by  whom  the  assessment  is 
to  be  made.  In  practice,  however,  the  force  of  cir- 
cumstances has  to  a large  extent  placed  this  duty  in 
the  hands  of  the  Surveyor  of  Taxes  (see  the  evidence 
of  Sir  Thomas  Collins : paragraphs  16  to  21  of 
Appendix  No.  4). 

20.917.  (3)  In  the  past,  re-assessments  have 
ordinarily  been  made  every  three,  or  in  more  recent 
times  every  five  years,  the  annual  value  so  assessed 
being  continued  in  force  for  intervening  years  by  a 
special  legislative  enactment.  A general  re-assess- 
ment was  last  made  for  the  year  1910-11  and  in  the 
ordinary  course  of  events  there  would  have  been  a re- 
assessment for  the  year  1915-16,  but  war  conditions— 
the  effects  of  which  have  not  yet  passed  away — have 
up  to  the  present  rendered  it  undesirable  as  well  as 
impracticable  to  undertake  this  duty. 

As  regards  the  Administrative  County  of  London 
the  gross  value  in  the  Valuation  List  under  the 
Valuation  of  Property  (Metropolis)  Act,  1869,  is  by 
that  Act  made  conclusive  for  the  purposes  of  Income 


Tax  (and  Inhabited  House  Duty).  These  special  pro- 
visions for  London  are  referred  to  in  the  Rules  ap- 
plicable to  Schedule  A,  First  Schedule  to  the  Income 
Tax  Act,  1918. 

20.918.  (4)  In  regard  to  the  machinery  for  making 
ii  re-assessment  for  the  purposes  of  the  Income  Tax 
Schedule  A,  the  Board  of  Inland  Revenue  have  three 
suggestions  to  make. 

20.919.  (5)  In  the  first  place  they  would  point  out 
that,  having  regard  to  the  staleness  of  the  existing 
assessments,  it  is  desirable  that  the  interval  between 
the  commencement  and  the  completion  of  the  next  re- 
assessment should  be  as  short  as  possible.  There  is, 
however,  one  consideration  which  may  render  im- 
practicable the  attainment  of  this  ideal.  The  position 
as  regards  available  staff  renders  it  highly  improb- 
able that  the  Department  will  be  able  to  undertake  in 
the  near  future  a work  of  such  magnitude  in  addition 
to  its  other  duties.  In  these  circumstances  the 
Board  of  Inland  Revenue  suggest  that  in  order  to 
avoid  delay,  it  is  desirable  that  the  work  of  re-asesss- 
ment  should  not  be  undertaken  for  the  country  as  a 
whole  at  one  and  the  same  time,  but  should  be  spread 
over  a series  of  years  (not  exceeding  five),  the  area 
re-assessed  each  year  to  be  scheduled,  and  the 
Schedule  to  be  laid  before  Parliament. 

After  the  next  re-assessment  of  the  whole  country 
has  been  completed,  the  Board  of  Inland  Revenue 
consider  that  from  the  practical  point  of  view  the 
best  course  would  be  to  re-assess  every  succeeding 
year  a portion  of  each  tax  district  on  such  a basis 
that  the  whole  district  (and  consequently  the  whole 
country)  would  be  re-assessed  once  in  every  five  years. 
Such  a course,  however,  has  the  attendant  drawback 
that  it  might  give  rise  to  complaints  of  inequality  of 
treatment  as  between  contiguous  areas.  If  the  Royal 
Commission  should  come  to  the  conclusion  that  this 
objection  would  be  fatal  to  the  proposal,  the  Board 
would  suggest  that,  instead  of  re-assessing  annually 
a fraction  (say  one-fifth)  of  each  tax  district,  the 
country  as  a whole  should  be  divided  into  areas  (about 
five  in  number)  and  that  one  of  each  such  areas  should 
be  re-assessed  annually.  This  latter  course,  while  not 
so  convenient  administratively  as  the  former  pro- 
posal, would  at  least  have  the  advantage  that  it 
would  be  distinctly  superior  to  the  present  system  of 
attempting  to  re-assess  the  whole  country  simul- 
taneously. 

Even  under  normal  conditions  in  the  past,  a 
general  re-assessment  of  the  country  as  a whole  has 
imposed  upon  the  Tax  Surveying  Staff  a burden 
which  they  could  carry  only  with  great  difficulty. 
Under  conditions  which  obtain  now  and  are  likely  to 
obtain  in  the  near  future,  the  general  commitments 
of  the  Staff  are  far  heavier.  In  addition,  since  the 
last  re-assessment  in  1910,  the  graduation  of  the  In- 
come Tax  has  been  greatly  extended,  and  allowances 


MINUTES  OF  EVIDENCE. 


1029 


G November , 1919.] 


Mr.  W.  Sharland. 


[ Continued . 


for  wife,  children,  &c.,  have  been  introduced,  and 
these  complications  of  the  Income  Tax  scheme  will 
involve  a great  increase  in  the  work  of  revising  allow- 
ances, rates  of  Income  Tax,  &c.  (so  far  as  they  affect 
the  charge  upon  income  derived  from  property), 
which  are  consequential  upon  a re-assessment.  In 
these  circumstances  the  Board  are  clear  that  a re- 
assessment of  the  whole  country  at  one  and  the  same 
time  could  not  in  future  he  performed  in  a reasonably 
satisfactory  manner. 

One  point  further  arises.  Under  the  provisions 
hitherto  in  force  a re-assessment  is  operative  in  the 
year  in  which  it  is  made,  and  as  a result  the  whole 
work  of  re-assessment,  including  the  work  of  making 
the  consequential  adjustments  of  allowances,  &c.,  re- 
ferred to  above,  has  to  be  carried  out  within  a period 
of  less  than  a year.  Whether  it  be  decided  that  re- 
assessment of  different  areas  should  be  undertaken 
at  different  times,  or  whether  it  is  felt  that  the  re- 
assessment of  the  country  as  a whole  must  continue 
to  be  made  at  one  and  the  same  time,  the  Board  are 
convinced  that  some  method  must  be  devised  to  enable 
the  work  (in  any  area  in  which  re-assessment  is 
taking  place)  to  be  spread  over  a longer  period  than 
has  been  provided  in  the  past.  The  strain  would  be 
eased  to  a considerable  extent  if  the  re-assessment  of 
any  area  begun  during  a particular  year  were  not  to 
become  effective  until  the  year  following.  Such  a 
course  would  in  effect  separate  the  element  of  valua- 
tion from  the  consequential  element  of  ascertaining 
and  giving  effect  to  personal  allowances  for  abate- 
ment, wife,  children,  &c.,  and  determining  the  rate 
of  duty  to  be  charged.  The  Board  accordingly  sug- 
gest that  in  future  it  should  be  provided  that  the 
re-assessment  of  any  area  begun  during  a particular 
year  should  not  become  effective  until  the  year 
following. 

20.920.  (6)  The  second  suggestion  is  concerned  with 
bringing  into  line  with  modern  conditions  the  provi- 
sions, inherited  from  a past  age,  for  the  division  of 
functions  between  different  officials.  This  question, 
which  forms  part  of  the  general  question  of  the  ad- 
ministrative provisions  of  the  Income  lax  Act,  will 
be  dealt  with  later  by  another  official  witness. 

20.921.  (7)  The  third  suggestion  relates  to  the  im- 
provement of  the  means  of  arriving  at  the  correct 
valuation  of  properties  in  England  and  Wales  (out- 
side the  Adminstrative  County  of  London).  As  the 
rack  rent  is  the  legal  measure  of  annual  value  in  the 
case  of  rack  rented  properties  and  as  these  constitute 
the  great  majority  of  properties,  it  is  only  in  a 
limited  number  of  cases  that  the  process  of  valuation 
presents  technical  difficulties  of  a serious  character. 
In  these  special  cases,  however  (e.g.,  licensed  pre- 
mises, premises  held  on  long  leases,  and  premises  in 
the  occupation  of  the  owner),  it  may  be  desirable 
that  the  Surveyor  of  Taxes  should  have  the  assistance 
of  the  technical  staff  of  the  Land  Valuation  Office  in 
order  to  secure  a satisfactory  valuation. 

At  present  there  exists  no  legal  machinery  under 
which  the  services  of  the  Board’s  Valuers  can  be 
enlisted  in  the  making  of  re-assessments  for  the  pur- 
poses of  Income  Tax,  Schedule  A,  and  it  is  desirable 
that  this  defect  should  be  remedied.  It  is  suggested 
that  the  Surveyor  of  Taxes,  the  official  upon  whom  in 
fact,  though  not  in  theory,  the  duty  of  re-assessment 
falls,  should  have  power  to  enlist  the  services  of  the 
Board’s  Valuer  in  cases  involving  difficulty  and 
requiring  expert  knowledge,  and  to  call  in  such  V aluer 
as  a witness  in  the  event  of  an  appeal  being  preferred 
1>3'  the  taxpayer  against  the  Income  Tax  assessment 
when  made.  The  taxpayer  must  also,  of  oourse,  be 
allowed  to  bring  in  a valuer  as  an  expert  witness  on 
his  behalf,  if  he  wishes  to  do  so. 

Such  a provision  might  appropriately  replace  sec- 
tions 116  and  138  of  the  Income  Tax  Act,  1918,  the 
effect  of  which  is  as  follows.  Section  116  empowers 
the  Assessor  or  Surveyor,  after  obtaining  an  order 
of  the  General  Commissioners,  to  take  with  him  a 
valuer  to  be  named  in  the  order  and  to  inspect  and 
value  the  property.  This  relates,  however,  only  to 
cases — 

(i)  where  no  return  of  rent  or  annual  value  has 
been  received,  or 


(ii)  where  the  Commissioners  are  not  satisfied 
with  the  return. 

section  138  empowers  the  General  Commissioners, 
either  of  their  own  motion  or  on  the  demand  of  the 
appellant,  if  on  appeal  against  an  assessment  under 
Schedule  A or  Schedule  B a dispute  arises  as  to  annual 
value,  to  direct  the  appellant  to  cause  a valuation 
to  be  made  by  a “ person  of  skill”  to  be  named  by 
the  Commissioners.  The  valuation  so  made  must  be 
adopted.  It  will  be  seen  that  neither  of  these  sec- 
tions meets  the  case:  the  former  applies  in  a limited 
number  of  instances  only,  and  involves  an  application 
to  the  General  Commissioners  for  an  order,  while  the 
latter  obviously  does  not  remove  the  possibility  of 
inaccurate  assessment  under  present  conditions  in  the 
cases  referred  to  in  the  foregoing  paragraphs. 

20,922.  (8)  The  proposal  is  sometimes  made  that 
the  general  method  of  assessment  of  land  and  house 
property  should  be  radically  altered  and  that  in 
future  the  inoome  derived  from  these  sources  should 
be  assessed  to  Inoome  Tax  under  the  Rules  of 
Schedule  D.  That  proposal  is  dealt  with  in  para- 
graphs 26  and  27  below. 

It  ought  perhaps  to  be  added  that  in  the  event  of 
the  introduction  of  a general  Valuation  Bill  for 
Imperial  and  local  purposes  the  whole  question  of 
the  basis  of  assessment  of  Income  Tax,  Schedule  A. 
would  need  to  be  reconsidered  as  an  integral  part  of 
any  such  contemplated  scheme.  It  is  submitted, 
however,  that  unless  and  until  that  contingency  arises 
no  useful  purpose  would  be  served  by  an  attempt  to 
forecast  the  line  of  action  which  would  require  to 
be  taken. 


B.  The  allowance  for  repairs,  &c. 

20,923.  (9)  I am  putting  in  a separate  note  on  the 
history  of  the  allowance  for  repairs,  maintenance, 
insurance  and  management  of  property  [see  Appendix 
No.  7 (q)  ] in  regard  to  which  the  existing  statutory 
provisions  are  as  follows:  — 


Income  Tax  Act,  1918,  Schedule  A,  No.  V.f  Rule  7. 

“ (1)  Where  tax  is  charged  upon  annual  value 
estimated  otherwise  than  by  relation  to 
profits,  the  following  provisions  Shall  have 
effect : — 

(a)  In  the  case  of  an  assessment  on  lands 
inclusive  of  the  farmhouse  and  other  build- 
ings (if  any),  the  amount  of  the  assess- 
ment shall,  for  the  purposes  of  collection, 
be  reduced  by  a sum  equal  to  one-eighth 
part  thereof ; and 

(b)  In  the  case  of  an  assessment  upon  any 
house  or  building  (except  a farmhouse  or 
building  included  with  lands  in  assessment), 
the  amount  of  the  assessment  shall,  for  the 
purposes  of  collection,  be  reduced — 

(a)  Where  the  owner  is  occupier  or 
chargeable  as  landlord,  or  where 
a tenant  is  occupier  and  the  land- 
lord undertook  to  bear  the  cost  of 
repairs,  by  a sum  equal  to  one- 
sixth  part  of  that  amount;  and 
(ii)  Where  a tenant  is  occupier  and 
undertook  to  bear  the  cost  of 
repairs,  by  such  a sum,  not  exceed- 
ing one-sixth  part  of  that  amount, 
as  may  be  necessary  to  reduce  it 
to  the  amount  of  rent  payable  by 
him. 

“ (2)  Where  the  amount  of  the  assessment  in  the 
case  of  lands  (inclusive  of  the  farmhouse 
and  other  buildings)  is  more  than  one- 
eighth,  and  in  the  case  of  any  house  or 
building  (except  a farmhouse  or  building 
included  with  lands  in  assessment)  is  more 
than  one-sixth  below  the  rent,  after  de- 
ducting from  such  rent  any  outgoing  which 
should  by  law  be  deducted  in  making  the 
assessment,  this  rule  shall  not  apply.” 
[These  allowances  are  annual.  In  practice,  how- 
ever, they  are  not  revised  from  year  to  year,  except 
on  application  by  the  taxpayer,  as  no  information  as 
to  alterations  of  rents  or  conditions  of  tenancy  is 
available.] 
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Income  Tax  Act , 1918,  Schedule  A,  No.  V.,  Rule  8. 

20,924.  “ (1)  If  the  owner  of  any  land  or  houses  to 
which  this  rule  applies  shows  that  the  cost 
to  him  of  maintenance,  repairs,  insurance, 
and  management,  according  to  the  average 
of  the  preceding  five  years,  has  exceeded, 
in  the  case  of  land,  one-eighth  part  of  the 
annual  value  of  the  land  as  adopted  under 
this  Schedule,  and,  in  the  case  of  houses, 
one-sixth  part  of  that  value,  he  shall  be 
entitled,  in  addition  to  any  reduction  of 
the  assessment  fox  the  purposes  of  collec- 
tion, on  making  a claim  for  the  purpose, 
to  repayment  of  the  amount  of  the  tax  on 
the  excess. 

“ (2)  For  the  purposes  of  this  rule,  the  term 
1 maintenance  ’ shall  include  the  replace- 
ment of  farmhouses,  farm  buildings,  cot- 
tages, fences,  and  other  works  where  the 
replacement  is  necessary  to  maintain  the 
existing  rent. 

“ (3)  This  rule  shall  apply  to  any  land  (inclusive 
of  farmhouses  and  other  buildings,  if  any, 
the  assessment  on  which  is  reduced  for  the 
purpose  of  collection,  and  to  any  house 
the  annual  value  of  which,  as  adopted 
under  this  Schedule,  does  not  exceed  twelve 
pounds,  and  the  assessment  on  which  is  so 
reduced. 

“ (4)  In  comparing,  for  the  purpose  of  this  rule, 
the  cost  of  maintenance,  repair's,  insur- 
ance, and  management  of  any  land  or 
houses  with  the  annual  value  of  the  land 
or  houses,  the  total  cost  of  the  mainten- 
ance, repairs,  insurance  and  management 
on  any  land  managed  as  one  estate,  or  of 
any  houses  on  any  such  land,  shall  be  com- 
pared with  the  total  annual  value  of  the 
land  or  houses,  as  the  case  may  be. 

“ (5)  All  the  provisions  of  this  Act  which  relate 
to  claims  for  exemption,  abatement,  or 
relief,  or  the  proof  to  be  given  with  respect 
to  those  claims,  shall  apply  to  claims  for 
repayment  under  this  rule  and  the  proof 
to  be  given  with  respect  to  those  claims : 
Provided  that,  if  the  owner  of  any  land 
or  house  makes  and  delivers  to  the  sur- 
veyor of  any  district  in  which  the  land  or 
house  is  wholly  or  partly  situate,  a declara- 
tion as  to  the  cost  to  him  of  maintenance, 
repairs,  insurance,  and  management,  and 
the  surveyor  is  satisfied  as  to  the  correct- 
ness of  the  declaration,  the  amount  of  the 
allowance  to  which  the  owner  is  entitled 
under  this  rule  shall  be  certified  by  the 
surveyor,  and  repayment  shall  thereupon 
([  be  made  in  accordance  with  his  certificate. 

(6)  In  computing  the  five-year  average  for  the 
purposes  of  this  rule,  the  year  shall  be 
taken  to  be  the  year  ending  on  the  thirty- 
first  day  of  March,  or  such  other  date  as 
may  be  adopted  by  the  owner  of  the  land 
or  houses  with  the  consent  of  the  surveyor 
of  the  district,  and  the  five  preceding  years 
shall  be  taken  to  be  those  preceding  the 
commencement  of  the  year  for  which  the 
tax  in  respect  of  which  a claim  for  repay- 
ment is  made  is  charged.” 

Finance  Act,  1919,  Sec.  19. 

20,925.  “ The  houses  to  which  Rule  8 of  No.  V.  in 
Schedule  A (which  confers  relief  in  certain 
cases  in  respect  of  the  cost  of  maintenance, 
repairs,  insurance,  and  management  of 
houses)  applies,  shall  be  any  house  the 
annual  value  of  which,  as  adopted  under 
Schedule  A,  does  not  exceed — 

(a)  where  the  house  is  situate  in  the 
Metropolitan  police  district,  in- 
cluding the  City  of  London,  seventy 
pounds ; 

(5)  where  the  house-  is  situate  in  Scot- 
land, sixty  pounds;  and 
(c)  where  the  house  is  situate  elsewhere, 
fifty-two  pounds; 


and  sub-section  (3)  of  the  said  Rule  8 shall 
be  amended  accordingly : Provided  that  no 
repayment  of  tax  shall  be  made  under  the 
said  Rule  8 in  respect  of  the  cost  of  main- 
tenance, repairs,  insurance,  or  manage- 
ment, if  or  to  such  extent  as  the  said  cost 
has  been  otherwise  allowed  as  a deduction 
in  computing  income  for  the  purposes  of 
Income  Tax.” 

20.926.  (10)  Broadly  speaking,  therefore,  the  present 
position  as  regards  the  repairs  allowance  is  as 
follows : — 

(i)  an  allowance  is  made  of  one-eighth  of  the 

annual  value  in  the  case  of  land; 

(ii)  an  allowance  may  be  made  of  one-sixth  of 

the  annual  value  in  the  case  of  houses  and 
buildings. 

In  addition  to  this,  in  the  case  of  land  (inclusive 
of  farm  houses  and  other  buildings)  and  in  the  case 
of  houses  the  annual  value  of  which  does  not  exceed 
£70  (Metropolis),  £60  (Scotland),  or  £52  (elsewhere) 
the  landlord  is  entitled  to  relief,  if  in  any  case  the 
tax  charged  exceeds  the  amount  applicable  to  the  net 
income  derived  from  the  property,  i.e.,  the  rents  less 
the  average  cost  of  repairs  and  maintenance. 

20.927.  (11)  The  first  question  which  arises  is 
whether  in  those  cases  in  which  the  owner  cannot 
claim  relief  beyond  the  statutory  deduction  of  one- 
sixth  or  one-eighth  that  deduction  is  adequate. 

The  cases  mainly  affected  are  houses  exceeding  the 
annual  values  of  £70,  £60  or  £52  alluded  to  in  the 
previous  paragraph. 

Large  houses. 

20.928.  (12)  At  the  moment  conditions  are  ab- 
normal. The  cost  of  repairs  is  very  high,  and  to  some 
extent  postponed  repairs  are  being  executed,  while  in 
the  immediate  past  repairs  have  been  executed  only 
to  a small  extent,  and  expenditure  has  been  restricted 
accordingly.  Any  judgment  based  upon  the  condi- 
tions of  to-day  might  prove  quite  inequitable  if 
applied  to  the  conditions  of  the  future. 

20.929.  (13)  In  the  case  of  houses  of  an  annual 
value  greater  than  the  limits  indicated  in  paragraph 
11  above,  it  is  a matter  for  consideration  whether, 
when  rents  and  the  cost  of  repairs  shall  have  settled 
down  in  a condition  approaching  stability,  the 
present  allowance  of  one-sixth  year  by  year  may  not 
be  adequate  to  meet  the  average  cost  of  repairs  over 
a period  of  years.  It  will  be  borne  in  mind  that  an 
increased  rent  carries  with  it  an  increase  in  the 
amount  of  the  repairs  allowance,  c.g.,  if  a house  is 
now  of  the  annual  rental  value  of  £90  and  hereafter 
increases  in  value  to  £120,  the  repairs  allowance  will 
automatically  increase  from  £15  to  £20  (the  latter 
amount  representing  between  one-fifth  and  one- 
fourth  of  the  present  annual  value). 

20.930.  (14)  If  a case  for  an  increase  of  the  existing 
allowance  is  to  be  made  out,  it  will  be  necessary  to 
show  that  the  cost  of  repairs  in  these  cases  will 
increase  disproportionately  to  the  future  increase  of 
rent.  So  far  as  the  Board  of  Inland  Revenue  are 
aware,  no  definite  evidence  has  yet  been  forthcoming 
to  prove  the  existing  allowance  of  one-sixth  to  be, 
in  fact,  inadequate  over  a period  of  years  for  this 
class  of  property,  even  taking  into  account  the 
present  abnormal  conditions. 

It  should  be  remembered  also  that  in  the  case  of 
the  larger  houses  changes  of  occupier  involve  the 
landlord  in  expenditure  on  internal  repairs  less  fre- 
quently than  in  the  case  of  houses  of  less  value.  A 
considerable  proportion  of  the  large  houses  are  either 
let  upon  full  repairing  leases  and  leases  throwing  the 
cost  of  internal  repairs  upon  the  occupier  (no  portion, 
or  only  a small  part,  of  the  cost  of  repairs  falling 
upon  the  owner),  or  are  in  the  occupation  of  the 
owner,  who  is  thus  spared  the  cost  of  redecoration, 
*c.,  necessary  upon  a change  of  occupancy. 

As  regards  premises  which  are  used  for  the  purposes 
of  some  business  undertaking,  the  profits  of  which  are 
assessable  under  the  Rules  of  Schedule  D,  it  is 
generally  the  case  that  the  premises,  when  not  in  the 
occupation  of  the  owner,  are  let  on  lease  and  the 
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burden  of  repairs  falls  upon  the  occupier.  In  such 
circumstances,  and  also  in  the  case  of  an  occupying 
owner  the  cost  of  repairs  is  allowed  as  a deduction 
in  the  computation  of  the  profits  for  Schedule  D 
purposes,  and  accordingly  the  question  of  a further 
allowance  does  not  arise. 

Small  houses. 

20.931.  (15)  The  complaints  which  have  in  the  past 
reached  the  Board  of  inland  Revenue  on  the  subject 
of  the  inadequacy  of  the  repairs  allowance  have 
mainly  had  reference  to  the  smaller  dwelling-house. 
This  grievance  has  now  been  met  by  the  extension  of 
the  limit  of  annual  value  within  which  claims  can  be 
made  for  adjustment  by  reference  to  actual  average 
repairs.  Section  19  of  the  Finance  Act,  1919,  which 
granted  this  extension  has  only  recently  become  law 
and  no  claims  have  yet  been  received  thereunder;  it 
is,  therefore,  impossible  to  say  at  present  to  what 
extent  the  facts  will  prove  that  this  extension  was 
necessary. 

Objections  to  present  system  of  allowance  for  repairs 
in  the  case  of  the  smaller  houses. 

20.932.  (16)  Objections  have  been  raised  to  the 
present  system  on  two  grounds:  — 

(i)  that  to  obtain  the  allowance  granted  by  Rule 

8 of  .No.  V,  Schedule  A,  as  extended  by 
Section  19  of  the  Finance  Act,  1919,  by 
reference  to  actual  average  repairs,  a claim 
of  repayment  difficult  to  prepare  must  be 
formulated;  and 

(ii)  that  with  a rapidly  rising  cost  of  repairs  a 

five  years’  average  is  inequitable  and  the 
the  allowance  should  be  on  a basis  which 
will  give  a result  more  nearly  approaching 
the  present  “ probable  average  cost  of 
repairs.” 

20.933.  (17)  As  regards  the  first  objection  it  may 
be  pointed  out  that  the  average  system  of  claim, 
which  has  been  in  force  for  ten  years,  has  been 
reaffirmed  by  Parliament  only  a few  months  ago  when 
the  present  annual  value  limits  were  fixed  by  section 
19  of  the  Finance  Act,  1919  ( see  paragraph  9).  Any 
general  increase  in  the  rate  of  the  statutory  allowance 
such  as  would  do  away  with  the  necessity  of  claims 
is  open  to  the  serious,  and  perhaps  fatal,  objection 
that  a grant  of  relief  adequate  in  the  case  of  the 
good  landlord  who  thoroughly  maintains  his  property 
would  equally  enure  to  the  benefit  of  the  bad  landlord 
whose  expenditure  is  inadequate  and  far  less  on  the 
average  than  the  amount  of  the  allowance. 

20.934.  (18)  The  second  objection  ( see  (ii)  in  para- 
graph 16  above)  is  in  its  nature  temporary  and  arises 
from  the  abnormal  conditions  which  have  obtained 
during  the  past  few  years.  It  is  true  that  when 
postponed  repairs  are  being  executed  the  average 
system  is  for  the  time  unfavourable  to  the  taxpayer, 
but  this  disadvantage  may  be  expected  to  disappear 
when  the  years  of  heavy  expenditure  come  into  the 
average.  Moreover,  whilst  repairs  during  the  war 
years  have  necessarily  been  reduced  to  a minimum, 
the  statutory  allowance  of  one-sixth  has  been  granted 
year  by  year  irrespective  of  the  actual  amount  ex- 
pended on  repairs,  which  must  frequently  havo  been 
less  than  the  statutory  allowance  or,  in  fact,  nothing 
at  all. 

The  circumstances  of  the  case  clearly  demand  that 
the  relief  to  be  granted  should  be  on  the  basis  of 
average  expenditure  over  a considerable  period,  as 
otherwise  an  owner  would'  be  able  to  alternate 
between  actual  expenditure  and  the  statutory  allow- 
ance of  one-sixth,  as  might  best  suit  his  advantage. 

The  question  of  a variation  in  the  present  flat  rate 
of  allowances  for  repairs,  &c.,  in  the  case  of  the 
smaller  houses. 

20.935.  (19)  It  is,  of  course,  true  that  at  the 
moment  the  cost  of  any  repairs  that  are  being 
executed  is  high,  but  there  is  no  collected  information 
to  show  how  far  the  existing  uniform  allowance  for 
repairs  is  adequate  in  the  case  of  the  smaller  houses. 
A deputation  which  was  received  by  the  Board  of 


Inland  Revenue  at  the  end  of  1915  suggested  an 
increase  from  the  one-sixth  to  one-fourth  on  houses 
up  to  £20  annual  value.  An  even  higher  rate  of 
allowance  has  been  recently  suggested,  while  various 
witnesses  who  have  appeared  before  the  Royal  Com- 
mission have  suggested  increasing  the  existing  allow- 
ance of  one-sixth  to  one-fifth  or  one-fourth,  but  no 
reasoned  argument  based  on  actual  figures  produced 
has  been  advanced  in  support  of  these  claims. 

20,936.  (20)  A report  issued  early  in  the  present 
year  by  a Committee  appointed  by  the  Minister  of 
Reconstruction  in  connection  with  the  Increase  of 
Rent  and  Mortgage  Interest  (War  Restrictions)  Act, 
in  relation  to  the  housing  of  the  working  classes 
after  the  war,  contains  the  following  statements  which 
are  relevant  to  the  question  dealt  with  in  this  proof 
of  evidence. 

Paragraph  13.  “All  the  property  owners  em- 
“ phasized  the  great  increase  in  cost  of  repairs 
“ (which  was  put  at  100  per  cent,  to  200  per  cent. 

“ according  to  the  district)  and  in  management 
“ generally  (including  insurance)  ...” 

Paragraph  14.  “ There  was  considerable  varia- 

“ tion  as  to  exact  figures,  but  the  general  effect 
“ of  the  evidence  was  that,  on  the  average,  re- 
“ pairs  amounted  before  the  war  to  approxi- 
“ mately  20  per  cent,  of  the  rental  (exclusive  of 
“ rates),  and  that  the  cost  of  repairs  at  present 
“ might  be  taken  to  be  considerably  more  than 
“ double  the  pre-war  cost,  and  was  likely  to  be 
“ approximately  double  for  the  next  one  or  two 
“years.” 

Paragraph  49.  “ One  very  general  cause  of 

“ complaint  of  the  owners  was  the  inadequacy 
“ of  the  present  allowance  for  repairs  and  man- 
“ agement  under  Schedule  A of  the  Income 
“ Tax  Acts  . . . The  general  effect  of  the 

“ evidence  was  that  even  before  the  war  repairs 
“ to  the  cheaper  class  of  property  absorbed  up 
“to  25  per  cent,  of  the  rental,  and  the  amount 
“ now  will  be  much  greater  . . .We  think 

“ that  a more  generous  allowance  should  be  made 
“ than  at  present  ...  it  seems  to  us  that 
“ the  matter  might  be  met  by  allowing  a greater 
“ deduction  in  respect  of  the  cheaper  houses. 
“ The  figure  suggested  to  us  as  fair  is  one-fourth 
“ or  one-fifth.” 

The  Committee  recommended  that : 

“ As  the  present  deduction  in  respect  of  the 
“ cost  of  repairs  and  management  for  the  pur- 
“ poses  of  income  tax  under  Schedule  A appears 
“to  us  to  be  inadequate,  at  any  rate,  in  the 
“ the  case  of  small  house  property,  a larger 
“ deduction  should  be  allowed  to  owners  of  houses 
“ falling  within  the  Act.*  Some  provision  should, 
“ however,  be  made  to  ensure  that  this  larger 
“ allowance  should  not  be  obtained  in  cases  where 
“ proper  repairs  have  not  been  done.” 

The  concluding  sentence  of  the  recommendation 
emphasizes  the  danger'  of  too  high  a flat  rate  of 
allowance.  It  would  be  quite  impracticable  for  the 
Board  of  Inland  Revenue  to  ascertain  whether  or  not 
adequate  repairs  had  been  executed  before  making 
the  flat  rate  allowance. 

20,937.  (21)  Suggestions  have  been  made  that 
differential  rates  of  allowance  for  repairs,  varying 
with  annual  value,  should  be  introduced.  On  this 
question  it  will  be  generally  agreed  that  a rate  of 
allowance  which  is  reasonable  in  the  case  of  better 
class  property  may  be  inadequate  where  small  weekly 
property  is  concerned,  particularly  when  such  pro- 
perty is  in  a poor  neighbourhood.  Property  of  this 
kind  is  subject  to  abnormally  rough  usage  by  tenants, 
and  constant  changes  of  tenants  involve  the  necessity 
of  repairs  and  renovations  at  short  intervals. 

The  Board,  as  subsequently  stated  (paragraph  23), 
are  not  in  a position  to  submit  for  consideration  any 
specific  change  in  the  existing  general  rates  of  allow- 
ance, but  in  principle  they  are  not  disposed  to  regard 


* Note. — The  houses  which  fall  within  the  Act  referred  to,  i.e., 
the  Act  of  1915,  were  houses  the  standard  rent  or  rateable  value 
of  which  did  not  exceed,  in  London,  £35 ; in  Scotland,  £30  ; 
elsewhere,  £26. 
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as  unreasonable  some  differentiation  between  the 
rates  granted  to  small  bouses,  say  under  £20  or  under 
£40,  as  compared  with  that  given  in  the  case  of 
larger  houses. 

Adequacy  of  the  existing  flat  rate  of  allowances  for 
repairs. 

20.938.  (22)  In  considering  the  adequacy  of  the 
existing  uniform  rate  of  allowance  for  repairs  the 
question  of  the  annual  value  of  the  site  as  distinct 
from  the  annual  value  of  the  actual  building  erected 
thereon  is  one  of  importance.  In  the  determination 
of  full  annual  value  for  the  purpose  of  Income  Tax, 
Schedule  A,  site  value  is  frequently  an  important 
factor,  although  on  the  other  hand  in  the  case  of 
small  property  this  factor  is  often  of  little  importance. 
It  normally  grows  in  importance  as  the  annual  value 
of  the  property  under  consideration  increases,  so 
that  in  the  case  of  valuable  property  in  an  important 
centre  the  site  value  factor  is  sometimes  of  greater 
importance  even  than  the  value  of  the  building 
itself.  In  such  circumstances  the  allowance  of  one- 
sixth  for  repairs  is  computed  on  an  amount  which  is 
considerably  in  excess  of  the  annual  value  of  the 
actual  building,  i.e.,  the  element  which  alone  re- 
quires expenditure  on  repairs.  The  other  aspects 
of  the  site  value  question  are  discussed  in  paragraphs 
28  and  29  below. 

20.939.  (23)  The  Board  of  Inland  Revenue  are  not 
in  possession  of  any  reliable  material  evidence  as  to 


the  actual  relation  of  cost  of  upkeep  to  rent  in 
various  classes  of  property.  These  figures  do  not 
come  before  their  Surveyors  of  Taxes,  and  the  facts 
could  probably  only  be  satisfactorily  ascertained  by 
a definite  enquiry  ad  hoc,  the  results  of  which,  how- 
ever, undertaken  at  the  moment  might  prove  wholly 
misleading  in  determining  a course  of  action  to 
govern  the  future. 

Having  regard  to  the  fact  that  the  cost  of  repairs 
is  at  present  abnormal,  that  it  is  impossible  to  fore- 
cast its  future  course,  and  that  the  rental  position 
is  artificial  in  consequence  of  the  Rent  Restriction 
Act,  it  is  suggested  for  consideration  whether  it 
is  desirable  to  propose  at  the  present  time  a specific 
variation  in  the  general  flat  rate  of  allowance,  which 
will  become  effective  and  remain  in  force  after  a date 
when  the  cost  of  repairs  may  be  expected  to  have 
become  stabilised  at  a rate  lower  than  the  present 
cost,  and  the  rents  to  have  settled,  as  the  result  of 
freedom  of  contract,  on  a higher  basis,  which  it 
may  be  assumed  will  reflect  to  some  extent  any 
increased  cost  of  upkeep. 

Estimates  of  cost  of  increases  in  the  flat  rate  of 
allowance  for  repairs. 

20,940.  (24)  It  is  estimated  that,  calculated  at  the 
present  rates  of  duty,  the  cost  of  any  increase  in 
the  general  rate  of  allowance  would  be  as  follows : — 


Houses  under  £20. 

Houses  £20  and  under  £40. 

All  houses  and  premises. 

General  rate  increased  to 

General  rate  increased  to 

General  rate  increased  to 

One-fifth 

One-fourth 

One-fifth 

One-fourth 

One-fifth 

One-fourth 

£60,000 

£150,000 

£60,000 

£150,000 

£600,000  (a) 

£1,500,000  (S) 

The  consequential  loss  of  Super-tax  is  estimated,  at  current  rates,  at  ( a ) £130,000  ; (5)  £350,000. 


The  Annexe  to  this  evidence  shows  the  deduction 
for  repairs,  &c.,  made  from  gross  value  in  order 
to  arrive  at  rateable  value,  under  the  provisions  of 
the  Valuation  of  Property  (Metropolis)  Act,  1869. 

Suggestion  that  the  actual  cost  of  repairs  should  be 
allowed  in  all  cases. 

20,941.  (25)  The  suggestion  has  been  made  by 
several  witnesses  who  have  appeared  before  the 
Royal  Commission  that  in  lieu  of  a flat  rate  of  allow- 
ance for  repairs,  the  actual  cost  of  repairs  might 
be  allowed.  When  it  is  remembered  that  there  are 
about  12,000,000  properties  within  the  purview  of 
the  Income  Tax  and  some  2,000,000  owners,  it  will  be 
realized  that  -apart  from  other  objections — there  are 
insuperable  objections  from  the  administrative  point 
of  view  to  this  suggestion,  which  would  in  the  first 
place  involve  a great  increase  in  the  cost  of 
administration. 


Proposal  to  assess  income  from  property  under  th 
rules  of  Schedule  D. 

20,942.  (26)  Proposals  have  from  time  to  time  bee 
adumbrated  that  income  from  land  and  house  pr< 
perty  should  be  assessed  under  Schedule  D or  accorc 
mg  to  the  rules  of  Schedule  D.  (See  paragraph 
of  the  Historical  Note  as  to  the  allowance  for  r< 
pairs.)  [Appendix  No.  7 (q).] 

^ Apart  from  the  paramount  objectio 
that  the  proposal  would  involve  an  important  depai 
tiire  from  the  principle  of  taxation  at  the  source 
which  it  is  so  essential  to  preserve  intact,  the  admit 
istrative  difficulties  mentioned  in  paragraph  25  woul 
all  be  present.  Moreover,  in  addition  to  the  grea 
-ncrease  in  administrative  expenditure  involved 


there  would  undoubtedly  be  a considerable  leakage 
of  revenue  if  income  from  property  were  charged 
under  Schedule  D,  e.g.,  owing  to  omissions  of  pro- 
perties from  returns,  absence  of  returns,  deduction 
of  capital  expenditure,  &c.  The  State  would  thus 
lose  revenue  in  two  ways — by  increase  in  the  cost 
of  administration  and  by  decrease  in  actual  revenue. 
There  is  the  further  difficulty  that  there  are  many 
classes  of  cases  where  tho  amount  of  profit  or  benefit 
derived  from  the  ownership  of  property  is  not  repre- 
sented by  a money  payment,  but  is  measured  by 
valuation,  e.g.,  property  in  the  occupation  of  an 
owner,  beneficial  interests  in  leasehold  property, 
licensed  house  property,  &c. 

Site  value  and  the  allowance  for  repairs. 

20,944.  (28)  As  has  been  mentioned  above  in 
another  connection  (sec  paragraph  22),  the  deduction 
u one's*x^1  f°r  repairs  of  buildings  is  computed  on 
the  full  annual  value,  i.e.,  on  the  aggregate  annual 
value  of  the  building  and  of  tho  site.  The  expenses 
which  are  intended  to  be  covered  by  the  deduction 
relate  to  the  building  only.  In  the  case  of  small 
property  or  property  in  a district  where  land  is  of 
little  value  this  question  is  not  of  great  importance, 
but  where  the  value  of  the  building  forms  only  a 
small  proportion  of  the  aggregate  value  the  deduction 
of  one-sixth  may  be  greatly  in  excess  of  the  actual 
expenditure. 

Not  only  so,  but  inequality  arises  from  the  existing 
state  of  affairs.  Assume  two  similar  buildings,  one 
on  a valuable  site  and  assessed  at  £3,000  (annual 
ground  value  £2,000),  the  other  on  an  unimportant 
site  and  assessed  at  £1,200  (annual  ground  value 
£200).  In  each  case  the  portion  of  the  assessment 
which  relates  to  the  building  is  £1,000,  but  in  the 
former  case  an  allowance  of  £500  is  made  for  repairs, 
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in  the  latter  £200,  although  ex  hypothesi,  the  outlay 
on  repairs  is  the  same  in  both  instances.  A somewhat 
similar  position  arises  with  licensed  houses,  where 
the  monopoly  value  of  the  licence  is  included  in  the 
Schedule  A assessment. 

20.945.  (29)  A provision  that  where  the  District 
Commissioners  are  satisfied  that  the  value  of  the 
site  exceeds  a percentage,  to  be  defined,  of  the  total 
assessed  value,  the  repairs  allowance,  suitably  ad- 
justed, should  be  calculated  by  reference  to  the 
apportioned  value  of  the  structure  only,  would  assist 
in  removing  the  anomaly,  but  the  practical  applica- 
tion of  such  a provision  would  involve  great  difficulty, 
and  for  this  reason  the  Board  of  Inland  Revenue 
hesitate  to  recommend  an  amendment  of  the  law  in 
this  direction. 

Repairs  of  empty  property. 

20.946.  (30)  Rule  4 of  No.  VII  of  Schedule  A directs 
that  tax  under  Schedule  A shall  be  charged  on  all 
lands,  tenements  and  hereditaments  whether  occupied 
or  not,  and  that  tax  shall  not  be  levied  on  any 
house  for  the  period  during  which  it  is  unoccupied, 
but  that  the  General  Commissioners  on  proof  shall 
discharge  the  tax  in  respect  of  that  period.  In 
practice,  except  in  case  of  dispute,  the  matter  does 
not  come  before  the  General  Commissioners,  but  the 
local  Collector  of  Taxes,  on  receipt  of  a certificate 
as  to  the  void  period,  furnished  by  the  owner  or  his 
agent,  makes  an  allowance  of  tax  applicable  to  the 
period  during  which  the  property  was  empty.  Since 
tax  for  the  whole  year  has  been  computed  on  the 
net  assessment  (i.e.,  on  the  full  annual  value  less 
the  flat  rate  allowance  for  repairs),  and  the  tax 
eventually  collected  is  tax  on  a proportionate  part 
of  such  net  sum,  it  follows  that  the  allowance  which 
the  owner  receives  is  only  the  corresponding  propor- 
tionate part  of  the  flat  rate  allowance  for  repairs  for 
the  whole  year. 


20.947.  (31)  It  was  suggested  by  Mr.  A.  L.  Rydo, 
appearing  on  behalf  of  the  Surveyors’  Institution 
(Question  15,635),  that  premises  which  are  empty  have 
nevertheless  to  be  kept  in  repair  and  insured, 
and  that  therefore  an  allowance  for  repairs  (but 
less  than  the  full  fractional  rate)  should  be  made 
in  respect  for  the  period  during  which  the  premises 
are  unoccupied. 

20.948.  (32)  The  Board  of  Inland  Revenue  are 
unable  to  associate  themselves  with  this  suggestion, 
which  in  principle  amounts  to  a proposal  to  carry 
forward  from  year  to  year  a loss  arising  from  pro- 
perty. The  circumstance  that  property  may  from 
time  to  time  be  unoccupied  is  a factor  which  must 
be  presumed  to  have  been  taken  into  account  in 
determining  the  present  flat  rate  allowance  for  re- 
pairs. It  may  be  added  that  this  question  of  an 
allowance  in  respect  of  repairs  on  property  unoccu- 
pied has  not  in  the  past  been  a prominent  subject 
of  complaint,  and  it  is  possible  that,  since  in  the  case 
of  property  unlet  for  a comparatively  short  period 
repairs  are  as  a rule  deferred  until  the  premises  are 
relet,  from  which  time  the  statutory  allowance  re- 
commences, the  normal  fractional  allowance  has  been 
recognized  as  a compromise  which  reasonably  meets 
the  contingency  of  casual  voids. 

ANNEXE. 

20.949.  The  Valuation  of  Property  (Metropolis) 
Act  of  1869  (Third  Schedule)  prescribes  the  maximum 
deductions  to  be  made  from  the  gross  value  to  obtain 
the  rateable  value,  in  respect  of  “ the  probable 
average  annual  cost  of  the  repairs,  insurance  and 
other  expenses,  if  any,  necessary  to  maintain  the 
hereditament  in  a state  to  command  that  rent  ” (i.e., 
the  gross  value).  These  deductions,  with  the  corre- 
sponding Income  Tax  (flat  rate)  allowances,  are  as 
follows : — 


Class. 


Description. 


1.  2. 


1 Houses  and  buildings,  or  either  of  them,  without 

land  other  than  gardens  where  the  gross  value 
is  under  £20. 

2 Houses  and  buildings  without  land  other  than 

gardens  and  pleasure  grounds  valued  therewith 
for  the  purpose  of  Inhabited  House  Duty  where 
the  gross  value  is  £20  and  under  £40. 

3 Houses  and  buildings  without  land  other  than 

gardens  and  pleasure  grounds  valued  therewith 
for  the  purpose  of  Inhabited  House  Duty  where 
the  gross  value  is  £40  or  upwards. 

4 Buildings  without  land  which  are  not  liable  to 

Inhabited  House  Duty  and  are  of  a gross  value 
of  £20  and  under  £40. 

5 Buildings  without  land  which  are  not  liable  to 

Inhabited  House  Duty  and  are  of  a gross  value 
of  £40  or  upwards. 

6 Land  with  buildings  not  houses 

7 Land  without  buildings 

8 Mills  and  manufactories 

9 Tithes,  tithe  commutation  rent-charge,  and  other 

payments  in  lieu  of  tithe. 

10  Railways,  canals,  docks,  tolls,  waterworks,  and 

gasworks. 

11  Rateable  hereditaments  not  included  in  any  of 

the  foregoing  classes. 


Metropolitan  Valuation. 
Maximum  rate  of 
deductions. 

3. 

Income  Tax 
allowance 
(flat  rate). 

4. 

Per  cent,  or  proportion. 
25  Or  £th. 

Proportion. 

■<;th. 

20  or  |th. 

^th. 

16§  or  £th. 

-Jth. 

20  or  -Jth. 

Jth. 

16|  or  £th. 

•fffb. 

10  or  xVth. 

5 or  2Vth. 

33^  or  £rd. 

To  be  determined  in 
each  case  according 
to  the  circumstances 
and  the  general 
principles  of  law. 

ith. 

p>- 

ith. 

The  maximum  rate  of  deductions  prescribed  under 
the  Valuation  of  Property  (Metropolis)  Act  does  not 
apply  to  houses  or  buildings  let  out  in  separate  tene- 
ments, but  the  rate  of  deductions  in  such  cases  is 
determined  as  in  classes  9,  10  and  11. 


Note.  The  Valuation  Bill  introduced  into  Parlia- 
ment in  1904,  which  it  was  proposed  should  extend  to 
the  whole  of  England  and  Wales  outside  the 
Metropolis,  adopted  the  allowances  set  out  in  Column 
3 in  their  entirety,  making,  however,  the  deductions 
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absolute  and  not  merely  the  maximum.  The  Bill  did 
not  become  law.  Under  this  Bill  the  gross  valuation 
only  would  have  been  binding  for  the  purposes  of 
Income  Tax,  Schedule  A,  and  Inhabited  House  Duty. 

No.  II.  ASSESSMENT  OF  PROFITS  FROM  THE 
OCCUPATION  OF  LAND. 

20,950.  (1)  I am  putting  in  a separate  note  as  to 
the  history  of  the  assessment  under  Schedule  B of 
profits  from  the  occupation  of  land  [ see  Appendix 
No.  7 (r)  ].  Under  the  provisions  of  the  existing  law 
(Income  Tax  Act,  1918,  Schedule  B.)  an  occupier  of 
land  is,  in  the  ordinary  course,  assessed  in  respect  of 
the  occupation  under  the  following  rule : — 

“ Tax  under  Schedule  B shall  be  charged  in 
respect  of  the  occupation  of  all  lands,  tene- 
“ ments,  hereditaments  and  heritages  in  the 
“ United  Kingdom  for  every  twenty  shillings  of 
“ the  assessable  value  thereof  estimated  in 
“accordance  with  the  rules  of  this  Schedule.” 

“ In  this  Act  the  expression  ‘ assessable  value  ' 
“means  in  relation  to  tax  under  this  Schedule 
“ an  amount  equal  tn  twice  the  annual  value  of 
“ the  lands,  tenements,  hereditaments,  or  heri- 
“ tages,  or,  in  any  case  in  which  it  is  proved 
“ to  the  satisfaction  of  the  Commissioners  con- 
“ cerned  that  any  person  occupying  any  lands 
“ and  assessed  to  tax  in  respect  of  them  is  not 
“ occupying  those  lands  for  the  purpose  of 
“ husbandry  only,  or  mainly  for  those  purposes, 
“ and  the  Board  of  Agriculture  and  Fisheries, 
“on  a reference  to  the  Board  by  the  Commis- 
“ sioners  of  Inland  Revenue,  do  not  certify  that 
“ the  use  of  the  lands  by  the  occupier  thereof 
“ for  a purpose  other  than  the  purpose  of  hus 
“ bandry  is  unreasonable,  an  amount  equal  to 
“ the  annual  value.” 

Rule  5 permits  any  person  occupying  lands  for 
the  purposes  of  husbandry  only  to  elect  to  be 
assessed  and  charged  under  Schedule  D,  and  in 
accordance  with  the  provisions  and  rules  applic- 
able thereto,  instead  of  under  this  Schedule. 

(This  right  of  election,  which  must  be  exercised 
within  two  months  of  the  commencement  of  the 
year  of  assessment,  is  resorted  to  in  a compara- 
tively small  number  of  cases.) 

Rule  6 admits  an  alternative  basis  of  charge 
by  way  of  relief. 

“If  a person  who  occupies,  either  as  owner 
“ or  otherwise,  any  lands  for  the  purposes  of 
“husbandry  only,  shows  at  the  end  of  any  year 
“ of  assessment,  to  the  satisfaction  of  the  General 
“ Commissioners,  that  the  profits  or  gainB  arising 
“ from  that  occupation  during  that  year  fell 
short  of  the  assessable  value  of  the  lands  under 
“ this  Schedule,  the  income  arising  from  that 
“ occupation  shall  be  taken  at  the  actual  amount 
“ of  those  profits  or  gains,  and  if  the  whole  of 
“ the  tax  has  been  paid,  the  amount  overpaid 
“ shall  be  certified  and  repaid  in  like  manner  as 
“ tax  is  repaid  under  Rule  6 of  No.  V.  of 
“ Schedule  A.” 

By  section  34  of  the  Income  Tax  Act,  1918, 
relief  in  respect  of  actual  loss  sustained  is 
provided — 

“ (1)  Where  any  person  sustains  a loss  . . 
in  the  occupation  of  lands  for  the  purpose  of 
‘‘  husbandry  only  ...  he  may,  upon  giving 
no^lce  in  writing  to  the  Surveyor  within  six 
( months  after  the  year  of  assessment,  apply  to 
“ the  General  Commissioners  or  to  the  Special 
“Commissioners  for  an  adjustment  of  his 
‘liability  by  reference  to  the  loss  and  to  the 
aggregate  amount  of  his  income  for  that  year 
1 estimated  according  to  this  Act.” 

It  -must  be  assumed  that  when  the 
method  of  assessing  Income  Tax,  Schedule  B,  on  the 
basis  of  rent  was  originally  adopted  the  Legislature, 
in  deciding  upon  annual  value  as  the  criterion  of 
farmmg  profits,  intended  to  establish,  and  believed 
that  it  had  established,  a rough  equality  of  burden 
not  only  as  between  farmers  themselves  but  also  as 
between  farmers  and  other  taxpayers. 

20,952.  (3)  The  practical  effect  of  these  provisions 
is,  however,  to  produce  an  undoubted  inequality. 


Profits  from  husbandry  are  liable  to  sharp  fluctua- 
tions, and  do  not  in  fact  conform  normally  to  a fixed 
standard  in  relation  to  annual  value.  When  they 
are  less  the  taxpayer  can  secure  relief  by  substitut- 
ing for  the  assessed  value  the  actual  amount  of  profits 
realized.  When  they  are  more,  there  is  no  corre- 
sponding right  on  the  part  of  the  Crown  to  obtain 
an  increase  in  the  assessment  to  the  amount  of  the 
actual  profits.  It  is,  therefore,  impossible  under  the 
present  law'  to  secure  for  the  Exchequer  tax  upon 
the  aggregate  profits  made  by  a farmer,  except  in 
those  cases  where  the  profits  are  consistently  not 
more  than  the  amount  of  the  statutory  Schedule  B 
assessment.  Loss  of  revenue  will  arise  unless  the 
statutory  ratio  of  assessable  value  to  annual  value  is 
fixed  so  high  that  it  equals  or  exceeds  in  every  case 
the  profits  actually  realized — a course  obviously  im- 
practicable inasmuch  as  it  would  involve  claims  for 
relief  in  almost  every  case. 

20.953.  (4)  The  main  assumption  involved  in  the 
present  basis  of  assessment  (viz. , that  the  profits  aris- 
ing from  the  occupation  of  land  vary  directly  with 
its  rental  value)  is  economically  unsound,  since  at 
the  margin  of  cultivation  there  is  no  rental  value, 
although  profit  may  arise  from  the  use  of  the 
occupier’s  capital  and  labour.  It  also  leaves  out 
of  consideration  a number  of  important  factors. 
Amongst  the  principal  factors  are:  — 

(1)  variations  in  the  ability  and  industry  of  the 

occupier ; 

(2)  the  amount  of  capital  invested  by  him; 

(3)  the  nature  of  the  cultivation,  which  may  be 

of  a more  or  less  intensive  character,  in- 
volving the  use  of  very  varying  amounts 
of  labour  and  capital. 

20.954.  (5)  The  importance  of  these  factors  will  be 
obvious.  With  reference  to  the  first,  the  implica- 
tion in  the  statutory  basis  of  assessment  that  the 
profit  to  the  occupier  is  uninfluenced  by  considera- 
tions of  personal  capacity,  training,  &c.,  does  not 
appear  to  merit  serious  consideration.  The  second 
and  third  are  to  a certain  extent  related.  If  the 
statutory  basis  were  satisfactory  it  wrnuld  appear 
that  the  farmer,  alone  amongst  business  men,  is 
prepared  to  invest  additional  capital  in  his  under- 
taking without  any  hope  or  possibility  of  rew'ard. 
Such  a contention  would  be  obviously  unsound. 
Other  things  being  equal,  an  able  man  with  plenty 
of  funds  for  development  of  his  farm  may  expect  to 
realize  a much  larger  profit  than  one  of  equal 
ability  hampered  by  lack  of  capital. 

20.955.  (6)  As  pointed  out  in  the  historical  note 
[sec  Appendix  No.  7 (r)  ],  the  Legislature  very  early 
in  the  history  of  the  Income  Tax  seems  to  have  been 
impressed  with  the  necessity  for  making  some  special 
provision  in  order  to  tax  adequately  the  most  obvious 
instances  of  lands  devoted  to  the  production  of 
special  produce  requiring  exceptional  capital  and 
labour. 

20.956.  (7)  The  provisions  made  with  this  object 
as  regards  nurseries  and  market  gardens  are  suffi- 
cient to  secure  due  assessment  of  the  profits  thereof, 
where  the  nursery  or  market  garden  is  carried  on 
as  a separate  industry,  but  are  inadequate  in  other 
cases. 

Assessment  of  the  jrrofits  of  nurseries  and  market 
gardens. 

20.957.  (8)  The  statutory  rule  of  assessment  as 
existing  to-day  is  as  follows:  — 

“ The  profits  arising  from  lands  occupied  as 
“ nurseries  or  gardens  for  the  sale  of  the  pro- 
“ duce  (other  than  lands  used  for  the  growth 
“ of  hops)  shall  be  estimated  according  to  the 
“ provisions  and  rules  applicable  to  Schedule  D, 
“ but  shall  be  assessed  and  charged  under  this 
“ Schedule  as  profits  arising  from  the  occupa 
“ tion  of  lands.”  (Income  Tax  Act,  1918,  Scha 
“ dule  B,  Rule  8.) 

20.958.  (9)  Probably  at  the  time  of  passing  of  the 
Act  of  1806  (w'here  a provision  in  the  above  sense 
W'as  first  introduced),  the  intention  wras  to  differen- 
tiate between  ordinary  farming  and  the  special 
forms  of  cultivation  then  to  be  met  with  in  the  case 
of  land  devoted  to  vegetable  and  fruit  growing  on 
the  outskirts  of  large  towns.  But  the  development 
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0f  means  of  easy  and  rapid  communication  and  the 
growth  of  population  have  resulted  in  large-scale 
enterprises  embracing  in  one  holding  not  only  con- 
siderable  areas  devoted  to  fruit  and  vegetable  cul- 
ture, the  ordinary  object  of  market  gardening,  but 
also  other  land  farmed  on  ordinary  lines.  It  would 
be  difficult  to  bring  the  whole  of  such  holdings 
within  the  definition  of  a “ garden,”  and  impossible 
to  delimit  and  charge  separately  such  portion  of  the 
holding  as  is  in  any  particular  year  devoted  specially 
to  vegetable  or  fruit  culture.  In  practice,  the  whole 
of  such  holdings  are  charged  under  the  ordinary  rules 
of  Schedule  B. 

20.959.  (10)  Among  other  classes  in  which  the 
special  character  of  the  industry  renders  rental  value 
an  inadequate  test  of  profits  may  be  mentioned : — 

(a)  the  cultivation  of  other  forms  of  household 

produce  where  the  land  is  mainly  devoted 
to  such  purpose; 

( b ) the  breeding  of  pedigree  or  other  high-class 

cattle;  and 

(c)  the  growth  of  hops. 

Assessment  of  farmers  on  a profit  basis. 

20.960.  (11)  The  foregoing  evidence  has  been 
directed  mainly  to  showing  that  the  existing  basis  of 
assessment  of  the  profits  from  the  occupation  of  land 
for  the  purpose  of  husbandry  does  not  secure  strict 
justice  as  between  the  taxpayers  and  the  Revenue, 
and  is  therefore  inequitable.  Compared  with  tax- 
ation on  a profits  basis,  it  may  safely  be  asserted  that 
it  has  resulted  in  a considerable  loss  of  revenue. 

20.961.  (12)  If  it  be  decided  to  depart  from  the 
existing  basis  of  assessment  the  question  of  an  alter- 
native which  is  practical  in  its  operation  arises.  The 
remedy  which  must  obviously  suggest  itself  is  that 
occupiers  of  land  for  the  purpose  of  husbandry  should 
in  future  be  required,  in  common  with  other  bus  ness 
men,  to  disclose  and  pay  tax  upon  their  actual 

profits in  other  words,  that  in  future  the  assessment 

should  be  made  upon  them  under  Schedule  D. 

20.962.  (13)  The  main  objections  to  assessment 
on  a profit  basis  which  have  been  usually  urged  on  the 
part  of  the  farmer  taxpayer  are:  — 

(1)  that  the  heavy  burden  of  local  taxation  in 

proportion  to  profits  borne  by  farmers  is  a 
counterbalance  to  any  advantage  they 
may  derive  from  under-assessment  to 
Income  Tax ; 

(2)  that  farmers  do  not  keep  accounts,  or  that 

they  find  it  difficult  or  impossible  to  do  so. 

The  burden  of  local  rates  on  farmers. 

20.963.  (14)  The  suggestion  that  some  alleviation  of 
the  burden  of  Income  Tax  on  farmers  is  due  as  a 
counterpoise  to  the  undue  weight  of  local  taxation 
raises  an  important  issue  of  principle. 

20.964.  (15)  The  Agricultural  Policy  Sub-com- 
mittee of  the  Reconstruction  Committee  refer  to  the 
matter  in  their  report  (Cd.  9079),  where  they  state 
that  until  recently  the  special  incidence  of  the  cost  of 
rateable  services  on  agricultural  holdings  has  been  sot 
off  by  special  relief  from  Income  Tax,  a rough  and 
unequal  arrangement  that  has  recently  become  less 
effective  owing  to  the  increase  in  amount  of  Schedule 
B assessments. 

20.965.  (16)  The  idea  underlying  this  suggestion 
that  relief  from  over-pressure  of  local  taxation  may 
be  properly  afforded  by  an  alleviation  of  Income  Tax 
is,  it  is  suggested,  open  to  serious  objections  upon 
several  grounds.  Inter  alia, — 

(1)  The  weight  of  expert  economic  opinion  would 
seem  to  be  in  favour  of  the  view  that  the 
•incidence  of  local  rates  tends  to  be  rather 
upon  the  owner  than  the  occupier,  except 
in  so  far  as  increases  in  rates  have  been 
made  since  the  commencement  of  the 
tenancy.  The  prospective  tenant-farmer 
presumably  takes  into  account  all  the 
factors  that  go  to  make  the  holding  attrac- 
tive or  otherwise,  and  it  would  be  un- 
reasonable to  suggest  that  where  two 


farms  are  in  other  respects  equally  suit- 
able, but  one  is  in  a high-rated  and  the 
other  in  a low-rated  area,  this  factor  will 
not  carry  weight. 

(2)  It  is  impossible,  it  is  suggested,  to  adm't  the 
proposition  that  insufficiency  of  assessment 
to  Imperial  taxation  should  be  continued 
in  order  to  rectify  the  inequality  of  the 
burden  of  local  rating.  Such  relief  is,  in 
effect,  a concealed  subsidy  on  no  definite 
basis,  and  entirely  without  regard  to  the 
justice  of  individual  claims.  If  the  inci- 
dence of  the  burden  of  local  rating  on 
farmers  be  unfair,  the  proper  course  of 
rectification  is,  it  is  submitted,  by  way  of 
re-arrangement  of  the  rating  system. 

Farmers  and  accounts. 

20.966.  (17)  In  the  early  years  of  the  Income  Tax 
it  was  probably  unusual  for  a farmer  to  keep  satisfac- 
tory— or  indeed  any — accounts,  and  on  this  ground 
the  objection  to  a charge  on  a profit  basis  had,  no 
doubt,  at  that  time  a sufficient  foundation.  This 
objection,  it  is  submitted,  has  no  longer  the  strength 
it  had.  Farming  has  tended  to  develop  as  a business, 
and  the  need  for  accounts  has  become  recognized. 
Whilst  it  may  be  the  case  that  many  farmers  are  not 
in  the  habit  of  keeping  books  which  disclose  their  true 
profit,  it  is  probable  that  most  of  the  larger  farmers, 
whose  income  is  of  importance  in  connection  with 
Income  Tax,  do  already  keep  such  records  as  will 
enable  them  to  make  a correct  return  of  their  profits. 

20.967.  (18)  It  may  be  added  that  the  _ Board  _ of 

Agriculture  has  for  some  years  been  taking  action 
with  a view  to  inducing  every  farmer  to  keep 
accounts,  and  has  issued  a leaflet  (No.  26)  not  only 
emphasizing  this  advice,  but  also  containing  ample 
instructions  as  to  the  records  to  be  kept  and  the 
method  of  preparing  the  necessary  profit  and  loss 
account.  , 

20.968.  (19)  Reference  may  here  be  made  to  tne 
report  of  the  Committee  of  Enquiry  appointed  by  the 
Union  of  South  Africa  regarding  Taxation  of  Income 
derived  from  Farming  Operations,  published  in  the 
early  part  of  this  year.  Income  Tax  on  farmers  is, 
in  the  Union  of  South  Africa,  charged  upon  actual 
profits,  and  difficulty  has  apparently  arisen  as  to  the 
adequacy  of  the  accounts.  Some  particulars  of  the 
findings  are  included  in  the  Appendix  to  this 
evidence.  [See  App.  No.  14  (/).] 

20.969.  (20)  It  is  recognized  that  the  determination 

of  farming  profits  presents  certain  special  problems 
which  are  not  easily  susceptible  of  entirely  satis- 
factory solution.  The  difficulties  are,  however  it  is 
suggested,  by  no  means  insurmountable,  and  the 
Royal  Commission  will  no  doubt  consider  whether  the 
present  arrangements  are  justified  or  whether  the 
taxation  of  farming  profits  should,  at  any  rate, 
approximate  in  method  to  that  of  all  other  classes 
of  business.  . , 

20.970.  (21)  In  considering  the  question  or  the 
practicability  of  an  alteration  in  the  basis  of  assess- 
ment of  farming  profits,  the  Royal  Commission  may 
desire  to  examine  the  following  three  alternatives. 

(1)  The  immediate  transfer  of  all  farming  profits 
to  a Schedule  D basis. 

Equitablv  this  may  appear  desirable, 
although,  in  the  case  particularly  of  the 
smaller  farmers,  determination  of  the 
liability  might  be  difficult.  Administra- 
tively such  a drastic  step  would  place  a 
very  great  strain  upon  the  staff  of  the 
Department.  It  is  estimated  that  there 
are  some  200,000  farmers  within  the  scope 
of  the  Income  Tax  assessment,  and  appeals 
in  these  cases  would  undoubtedly  be  more 
troublesome  than  in  the  case  of  the  ordin- 
ary Schedule  D assessment.  The  difficulty 
may  be  expected  to  diminish  in  time,  but 
in  the  earlv  stages  of  the  change  and  until 
mi  adequate  trained  staff  (which  cannot  be 
improvised)  has  been  provided  the  situation 
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would,  from  the  point  of  view  of  adminis- 
tration, be  one  of  great  difficulty. 

(2)  The  transfer  to  a Schedule  D basis  to  be 

restricted  to  farmers  the  annual  value  of 
whose  holdings  exceeds  a certain  rental 
(i.e.,  the  larger  farmers).  This  might  be 
considered  as  a tentative  measure  only,  the 
scope  of  the  transfer  to  be  extended  at 
subsequent  dates  as  experience  suggests. 

There  are  no  statistical  statements  avail- 
able which  give  a classification  of  farms 
according  to  rental,  but  on  the  best 
estimate  that  can  be  formed  the  Board 
consider  that  farms  exceeding  £200  per 
annum  rent  can  be  classified  as  follows:  — 
Number. 

Exceeding  a yearly  rental  of  £200  50,000 
» „ „ £300  30,000 

» „ „ £400  15,000 

» „ „ £500  6,000 

(3)  The  transfer  to  a Schedule  D basis  of  those 

concerns  only  which  are  referred  to  in 
paragraph  10. 

This  measure,  however,  it  is  submitted, 
is  inadequate  to  meet  the  needs  of  the 
case. 

Consideration  of  certain  anomalies  in  the  exist- 
ing Rules  for  charging  Income  Tax,  Schedule 
B. 

20.971.  (22)  Unless  the  assessment  of  the  profits  of 
husbandry  is  transferred  bodily  to  Schedule  D,  the 
following  points  in  the  existing  Schedule  B rules 
seem  to  call  for  consideration : — 

A farmer  may  in  any  year 

(1)  under  Rule  5,  claim  assessment  under 

Schedule  D on  the  three  years’  average 
(vide  paragraph  1). 

(2)  under  Rule  6,  if  assessed  under  the  ordinary 

rules  of  Schedule  B,  obtain  a reduction  of 
the  assessment  to  the  profits  of  the  year 
(vide  paragraph  1). 

He  may  also  claim  in  respect  of  any  actual  loss  a 
refund  of  a corresponding  amount  of  Income  Tax 
paid  on  other  sources  of  income  (vide  paragraph  1). 
He  can,  therefore,  pay  tax  on  the  Schedule  B assess- 
ment if  his  profits  exceed  it,  and  can  elect  to  pay  tax 
on  his  profits  if  they  are  less  than  that  assessment. 
In  no  case  can  he  he  required  to  pay  tax  on  profits 
in  excess  of  the  Schedule  B assessment.  Again, 
whilst  in  bad  years  he  can  claim  to  pay  tax  on  the 
actual  year’s  results,  he  can,  when  his  profits  improve, 
elect  to  be  assessed  under  Schedule  D on  the  average 
profits  of  the  past  unfavourable  years,  reverting  to 
the  actual  year’s  basis  when  profits  again  fall. 

20.972.  (23)  It  is  suggested  that  the  objection 
would  be  met  if : — 

(1)  election  to  be  assessed  under  Schedule  D were 

made  irrevocable  as  in  the  case  of  wood- 
lands (Schedule  B,  Rule  7) ; and 

(2)  the  right  to  appeal  at  the  end  of  the  year  of 

assessment  (Schedule  B Rule  6)  were 
accompanied  by  a requirement  that  in  all 
subsequent  years  the  assessment  on  the 
appellant  in  respect  of  the  profits  of  the 
same  holding  should  he  under  the  rules  of 
Schedule  D. 

Annual  value  of  farmhouses  and  the  Schedule  B 
assessment. 

20.973.  (24)  A proviso  to  Rule  1 of  Schedule  B (the 
charging  rule)  directs  that  there  should  not  he 
charged  under  this  Schedule:  — 

((  ( a ) any  dwelling-house  or  the  domestic  offices 

“ thereunto  belonging,  unless  occupied  by  virtue 
‘ of  °ne  and  the  same  demise,  together  with  a 
“ farm  of  lands,  or  with  a farm  of  tithes,  for  the 
“ purpose  of  farming  the  same.” 

20.974.  (25)  The  position  appears  to  he  anomalous 
in  that  whilst  the  tenant-farmer  is  required  to  pay 
tax  under  Schedule  B on  the  value  of  his  farmhouse, 

rented  with  the  land,  the  value  of  the  dwelling- 
aonse  is  excluded  from  the  Schedule  B assessment  if 


it  is  not  so  rented  or  if  the  owner  himself  farms  the 
land.  In  the  past  with  a low  rate  of  Income  Tax 
charged  upon  an  assessment  which  was  but  a f action 
of  the  rent,  the  difference  was  largely  nullified  by  a 
lower  rate  of  Inhabited  House  Duty  charged  in  the 
case  of  the  tenant-farmer.  With  the  altered  basis  of 
assessment  and  the  higher  rate  of  Income  Tax  this  is 
no  longer  the  case.  It  is  difficult  to  find  any  justifica- 
tion for  continuing  this  differential  treatment  of 
farmhouses,  and  it  is  submitted  for  consideration 
whether  the  annual  value  of  all  farmhouses  and  offices 
occupied  with  a farm  (whether  under  the  same  demise 
or  not)  used  for  the  purposes  of  such  farm  should  not 
be  included  in  the  annual  value  on  which  the  Schedule 
B liability  is  computed.  The  farmhouse,  buildings 
and  land,  looked  at  together,  form  in  normal  circum- 
stances a single  entity.  They  would  ordinarily  be  let 
together  or  sold  together,  and  if  some  fraction  or 
multiple  of  annual  value  is  adopted  as  the  criterion 
of  profits,  it  is  the  annual  value  of  the  whole  heredita- 
ment which  naturally  falls  to  be  adopted  for  this  pur- 
pose. 

The  alternative  course  of  excluding  from  the 
Schedule  B assessment  farmhouses  now  included 
therein  does  not  appear,  for  the  reason  above  indi- 
cated, to  have  anything  to  recommend  it.  It  would 
involve  a revenue  loss  estimated  at  £700,000  per 
annum. 

Lands  occupied  as  ancillary  to  a trade  assessed  under 
Schedule  T>. 

20.975.  (26)  Certain  lands  are  occupied  as  ancillary 
to  a trade,  e.g.,  accommodation  land  used  by  a 
butcher,  grazing  lands  for  pit  ponies  at  a colliery,  &c. 
The  only  object  of  occupying  these  lands  is  in  ordinary 
cases  the  making  of  a profit,  the  amount  of  which  it 
is  impossible  to  delimit  in  the  general  accounts  of  the 
trade.  It  appears  desirable,  therefore,  to  give  the 
option  to  the  District  Commissioners  to  make  an  in- 
clusive assessment  under  Schedule  D upon  the  trade 
profits  and  to  refrain  from  making  an  assessment  on 
the  lands  under  Schedule  B. 

Amenity  and  other  lands. 

20.976.  (27)  The  evidence  so  far  has  been  directed 
mainly  to  the  question  of  the  assessment  of  the  profits 
of  land  used  solely  for  the  purposes  of  husbandry.  It 
remains  to  consider  the  case  of  lands  not  so  used. 

20.977.  (28)  Section  21  of  the  Finance  Act,  1918, 
which  increased  the  basis  of  the  Schedule  B assess- 
ment from  a sum  equal  to  the  annual  value  to  twice 
the  annual  value,  discriminated  in  favour  of  such 
lands  as  follows:  — 

“ Provided  that  where  it  is  proved  to  the 
“ satisfaction  of  the  Income  Tax  Commissioners 
“ concerned  that  any  person  occupying  any  lands 
“ and  assessed  to  Income  Tax  in  respect  thereof 
“ under  Schedule  B is  not  occupying  those  lands 
“ f°r  the  purpose  of  husbandry  only,  or  mainly 
“ for  those  purposes,  the  above  provision  shall, 

“ unless  the  Board  of  Agriculture  and  Fisheries 
“on  a reference  to  the  Board  by  the  Commis- 
“ sioners  of  Inland  Revenue  certify  that  the  use 
“of  the  lands  by  that  person  for  purposes  other 
“ than  purposes  of  husbandry  is  unreasonable, 

“ apply  in  relation  to  those  lands  as  if  for  the 
“ reference  to  an  amount  equal  to  twice  the 
“ annual  value  there  were  substituted  a refer- 
“ ence  to  a,n  amount  equal  to  the  annual  value.” 
This  section  is  reproduced  in  the  Consolidating  Act 
of  1918,  Schedule  B. 

20.978.  (29)  Income  Tax  under  Schedule  B,  accord- 
ing  to  the  present  charging  section,  is  a charge  in 
respect  of  the  occupation  of  “ lands,”  <fec.,  irrespec- 
tive of  the  use  to  which  the  lands  are  put.  It  is, 
therefore,  not  necessarily  a charge  upon  the  profits 
of  occupation.  For  example,  the  occupier  of  a pri- 
vate park  is  charged  to  Income  Tax,  Schedule  B,  in 
respect  of  the  occupation  of  the  park  on  a sum  equal 
to  its  annual  value.  This  charge  is,  of  course,  dis- 
tinct from  and  additional  to  the  charge  under 
Schedule  A,  which  falls  upon  the  owner  and  relates 
to  the  ownership  (not  the  occupation)  of  the  park. 

20.979.  (30)  The  occupation  of  land  has  frequently 
a dual  aspect,  and  the  manner  in  which  such  occupa- 
tion is  exercised  may  be  determined  by  something 
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which,  whilst  it  affords  the  maximum  amount  of  per- 
sonal satisfaction  to  the  occupier,  includes  no  oppor- 
tunity of  pecuniary  profit.  The  Legislature  has  from 
the  initiation  of  the  Income  Tax  chosen  to  treat  as 
income,  both  for  the  purposes  of  assessing  duty  and 
also  in  estimating  total  income  for  the  purposes  of 
relief,  a potential  profit  (measured  by  annual  value) 
of  the  occupier,  and  has  consistently  declined  to  forego 
the  tax  thereon  where  the  occupation  has  been  of 
such  a nature  as  to  preclude  such  a potential  profit 
being  fully  realized.  The  provisions  for  reducing  an 
assessment  based  on  annual  value  down  to  the 
actual  profit  realized  have  invariably  been  condi- 
tional on  the  land  being  used  for  the  purpose  of 
husbandry  only.  Section  21  of  the  Finance  Act  of 
1918  quoted  above  is  the  first  instance  of  any  dif- 
ferentiation in  favour  of  land  not  used  for  such 
purposes. 

20.980.  (31)  The  question  will  necessarily  arise 
whether  the  principle  by  which  the  Revenue  still 
receives  tax  in  respect  of  the  occupation,  notwith- 
standing that  the  occupier  has  divested  himself  of 
the  possibility  of  obtaining  a commercial  profit,  should 
be  generally  maintained,  and  w’hether  a transfer  of 
the  liability  under  Schedule  B to  a profit  basis 
should  therefore  extend  only  to  lands  occupied  solely 
for  the  purpose  of  husbandry. 

20.981.  (32)  It  may  be  maintained  there  is  good 
reason  to  consider  that  it  would  be  directly  contrary 
to  the  tendency  of  public  opinion  of  the  present 
day  to  treat  such  use  of  land  as  one  to  which  the 
rules  of  Schedule  D should  be  applied,  with  the 
result  that  the  contribution  to  the  Exchequer  in 
respect  of  the  benefits  of  occupation  would  be  limited 
to  the  tax  on  the  profits  (if  any)  realized. 

20.982.  (33)  The  Revenue,  it  will  be  urged,  must 
not  be  deprived  of  tax  on  the  benefit  of  occupation 
because  the  occupier  has  elected  to  use  the  land  less 
for  the  purpose  of  profit-making  than  for  the  pur- 
pose of  personal  enjoyment  and  the  only  available 
measure  of  charge  is  the  rental  value  of  the  pro- 
perty for  the  purpose  to  which  it  is  put. 

20.983.  (34)  On  the  other  hand,  it  is  sometimes 
urged  that  no  Income  Tax  should  be  payable  unless 
the  taxpayer  in  fact  derives  an  income  from  the 
operation  or  transaction  in  respect  of  which  the 
charge  is  made,  and  that  it  is  contrary  to  the  general 
principles  of  the  Act  to  assume  a fictitious  income 
and  require  the  taxpayer  not  only  to  pay  an  Income 
Tax  and  Super-tax  thereon,  but  also  to  treat  it 
as  income  in  any  statement  of  total  income  for  the 
purpose  of  determining  the  rate  of  tax  payable. 

20.984.  (35)  It  is  estimated  that  the  effect  of  ex- 
empting land  of  this  nature  from  assessment  under 
Schedule  B would,  at  present  rates,  be  a loss  of 
£800,000  in  Income  Tax  apart  from  some  further  loss 
of  Super  tax. 

20.985.  (36)  In  connection  with  the  question  of  the 
liability  of  lands  occupied  for  purposes  other  than 
husbandry,  it  is  understood  that  a special  class  of 
case  will  be  brought  to  the  notice  of  the  Royal  Com- 
mission, viz.,  that  of  lands  occupied  by  societies 
formed  for  the  purpose  of  providing,  without  view  to 
profit,  recreation  grounds  for  the  playing  of  games, 
&c. 

20.986.  (37)  An  effort  was  made  during  the  passage 
of  the  Finance  Bill,  1919,  to  extend  Rule  5 of 
Schedule  B (which  permits  an  occupier  of  land  for 
the  purpose  of-  husbandry  only  to  be  assessed  on  his 
actual  profits  under  Schedule  D)  to  lands  occupied 
by  trustees  for  charitable  purposes,  for  the  pTaying 
of  cricket,  &c — where  no  gate  money  is  charged. 
The  effect  of  this  amendment,  if  accepted,  would  have 
been,  it  may  readily  be  assumed,  that  there  would 
have  been  no  assessment  at  all,  for  no  profit  would  in 
ordinary  circumstances  be  realized.  The  amendment 
was  not  accepted. 

20.987.  (38)  Public  parks  and  recreation  grounds, 
whether  belonging  to  corporations  or  not,  used  solely 
by  and  held  in  trust  for  the  public,  are  not  assessed 
either  under  Schedule  A or  Schedule  B on  their 
annual  value.  Any  profit  derived  is  brought  into 
assessment.  The  case  of  such  parks,  &c.,  is,  however, 
differentiated  from  that  of  the  trust  now  in  question, 


for  the  lands  in  the  latter  case  are  not  open  to  the 
public  at  large. 

20.988.  (39)  A memorandum  on  the  general  ques- 
tion of  the  liability  of  charities  to  Income  Tax  will  at 
a subsequent  date  be  placed  before  the  Royal  Com- 
mission for  consideration.  [See  Appendix  No.  31.] 
The  question  whether  a trust  of  the  present  nature 
should  receive  special  relief  as  being  a trust  for 
charitable  purposes  could  perhaps  best  be  considered 
in  that  connection  at  a later  date.  Any  relief  to  the 
trust,  except  upon  this  ground,  would,  it  appears, 
impair  the  principle  upon  which  Income  Tax,  Sche- 
dule B,  has  been  in  the  past  charged  on  amenity 
lands  as  explained  in  paragraph  30  above. 

20.989.  (40)  A separate  memorandum  will  be  sub- 
mitted later  in  regard  to  the  assessment  of  woodlands 
and  of  sporting  rights.  [See  Appendix  No.  32.] 

No.  III.  CERTAIN  POINTS  IN  RELATION  TO 
INCOME  TAX,  SCHEDULES  A AND  B,  IN 
WHICH  THE  LAW  AND  PRACTICE  IN  IRE- 
LAND DIFFER  FROM  THOSE  WHICH 
OBTAIN  IN  ENGLAND. 

20.990.  (1)  When  in  1853  Income  Tax  was  extended 
to  Ireland,  the  regulations  and  provisions  contained 
in  previous  Income  Tax  Acts  which  referred  to  Great 
Britain  were  applied  to  Ireland,  so  far  as  they  were 
consistent  with  the  express  provisions  contained  in 
the  new  Act.  (16  & 17  Viet.,  c.  34,  sec.  5). 

20.991.  (2)  The  variations  introduced  by  the  ex- 
press provisions  were  necessitated  mainly  by : — 

(1)  the  adoption  of  the  existing  valuations  of  pro- 

perty for  the  time  being  in  force  for  Poor 
Rate  purposes  as  the  basis  of  assessment  of 
the  tax  under  Schedules  A and  B ; and 

(2)  the  absence  of  the  machinery  of  the  Land  Tax 

Acts,  which  existed  in  Great  Britain,  on 
which  a system  of  assessment  through 
Local  Commissioners  could  be  based. 

Poor  Law  Valuation. 

20.992.  (3)  The  Poor  Law  Valuation  being  the 
measure  (with  some  few  exceptions)  of  the  Schedules 
A and  B liabilities  in  Ireland,  some  information  as  to 
the  basis  of  the  original  valuation  and  as  to  the  exist- 
ing machinery  for  bringing  it  into  line  with  present 
conditions  may  be  desirable. 

20.993.  (4)  The  existing  valuations  for  Poor  Rate 
purposes  date  from  the  year  1852,  and  are  known  as 
Griffith’s  Valuation.  An  Act  passed  in  that  year 
directed  the  making  of  a uniform  valuation  of  lands 
and  tenements  which  might  be  used  for  all  public  and 
local  assessments.  [Valuation  (Ireland)  Act,  1852 
(preamble).] 

20.994.  (5)  Land  was  to  be  valued  on  an  estimate 
of  the  net  annual  value  with  reference  to  the  fixed 
price  of  eight  commodities,  viz.,  wheat,  oats,  barley, 
flax,  butter,  beef,  mutton  and  pork  ( Ibid  sec.  11). 
The  prices  fixed  were  taken  from  the  general  averages 
of  40  market  towns  in  Ireland  during  the  years  1849, 
1850  and  1851. 

20.995.  (6)  Houses  and  buildings  were  to  be  valued 
at  the  rent  for  which,  taking  one  year  with  another, 
they  might  in  their  actual  state  be  reasonably 
expected  to  let  from  year  to  year  if  the  probable 
average  annual  cost  of  repairs,  insurance  and  other 
expenses  (if  any)  necessary  to  maintain  the  heredita- 
ment in  its  actual  state,  and  all  rates,  taxes  and 
public  charges  (if  any),  except  tithe,  were  paid  by 
the  tenant. 

20.996.  (7)  It  may  be  desirable  to  point  out  here:  — 

(1)  that  rent  did  not  serve  as  the  basis  for  the 

valuation  of  land  as  in  Great  Britain 
(where  assessments  under  Schedules  A and 
B are  made  upon  the  rack  rent),  but  the 
Legislature  appears  to  have  looked  rather 
to  an  estimate  of  the  productivity  of  the 
land ; 

(2)  that  the  valuation  of  houses  and  buildings 

corresponds,  in  effect,  to  the  rateable  value 
(i. the  annual  value  after  deducting  the 
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cost  of  repairs,  tfcc.),  and  not  to  the  gross 
estimated  rental  of  the  English  Poor  Rate 
(which  represents  the  annual  value  before 
such  deduction). 

20.997.  (8;  The  unit  of  valuation  was  the  townland, 
and  under  no  circumstances,  unless  clerical  error  is 
discovered,  may  the  total  valuation  of  the  land  in- 
dependently of  the  buildings  within  each  respective 
townland  as  fixed  by  the  original  valuation  be  in- 
creased or  diminished.  These  totals  remain,  there- 
fore, constant  at  the  present  time.  The  valuation 
may  be  redistributed  in  consequence  of  changes  in  the 
area  of  holdings. 

20.998.  (9)  The  hereditaments  rateable  are  prac- 
tically the  same  as  in  England.  (See,  however,  para- 
graph 53  (1)  as  to  exemptions.) 

20.999.  (10)  The  valuation,  which  commenced  in  the 
south  of  Ireland,  was  completed  in  1865. 

21.000.  (11)  The  original  Valuation  Act  (Valuation 
(Ireland)  Act,  1852,  sec.  34)  appears  to  have  contem- 
plated a periodical  revision  of  the  valuations,  power 
being  given  to  the  Lord  Lieutenant  on  application  of 
the  Grand  Jury  of  the  County  (now  the  County 
Council)  to  order  a general  revision  of  the  valuation 
for  any  Poor  Law  Union,  County  or  Barony  (now 
County,  County  Borough  or  County  District)  at  the 
expiration  of  14  years  from  the  completion  either  of 
the  original  valuation  or  of  any  such  general  revision, 
but  this  power  appears  never  to  have  been  exercised. 
Except  in  the  County  Boroughs  of  Belfast  and 
Dublin,  where  a revaluation  was  made  under  the 
provisions  of  section  65  of  the  Local  Government 
(Ireland)  Act,  1898,  there  has  been  no  general  revision 
of  valuations  since  the  original  valuation  made  by 
Griffith  in  1852-1865. 

21.001.  (12)  Any  necessary  revision  from  time  to 
time  of  the  Valuation  Lists  arising  from:  — 

1.  alterations  in  farm  boundaries,  division  of 

tenements,  &c. ; 

2.  the  erection  of  new  buildings  or  buildings 

structurally  altered  or  altered  in  value 
owing  to  fall  in  rental  value,  or  dilapida- 
tions ; 

3.  valuations  to  be  struck  out; 

4.  alterations  in  value  of  railways,  canals  or  other 

such  properties  valued  on  net  receipts; 
is  made  by  the  Valuation  Department,  which  is  not  a 
Branch  of  the  Inland  Revenue  Valuation  Office  but 
an  independent  Government  Department  centralized 
in  Dublin  under  a Commissioner  of  Valuation 
appointed  by  the  Treasury. 

21.002.  (13)  As  a result  of  the  absence  of  any 
periodical  revision  of  the  valuation  as  a whole,  the 
valuations  of  buildings,  except  in  the  case  of  struc- 
tural alterations,  do  not  come  under  the  notice  of  the 
Valuation  Department,  and  many  houses,  which  have 
increased  greatly  in  rental  value  since  1852-1865, 
remain  at  their  old  valuation.  Decreases  in  value, 
however,  are  promptly  brought  to  notice  bv  the 
owner  or  occupier  and  given  effect  to  by  the  Valua- 
tion Department. 

21.003.  (14)  It  follows  from  this  that,  in  valuing 
new  buildings  or  buildings  structurally  altered,  the 
Commissioner  of  Valuation  finds  it  necessary  to  make 
iarge  deductions  from  their  true  rateable  value  in 
order  to  bring  the  new  valuations  into  line  with  those 
of  other  rateable  property  in  the  same  area. 

21.004.  (15)  By  section  65  of  the  Local  Government 
('Ireland1)  Act  of  1898  the  Council  of  any  of  the  six 
County  Boroughs  (Belfast,  Cork,  Dublin,  Limerick, 
Londonderry  and  Waterford)  may  apply  for  a re- 
valuation. At  present  Belfast  and  Dublin  are  the 
onlv  County  Boroughs  which  have  been  revalued. 
Belfast  was  revalued  in  1906.  and  the  Schedules  A 
and  B assessments  made  in  1910,  and  still  in  force, 
were  based  on  such  revaluation.  The  valuation  of 
Dublin  became  operative  for  rating  purposes  from  1st 
March.  1916.  but  has  not  vet  been  adopted  for  Income 
Tax  purposes,  no  Income  Tax  re-assessment  having 
since  taken  place. 

21.005.  (T61  It  remains  to  point  out  the  chief 
points  of  difference  between  the  Irish  Poor  Law 


Valuation  and  the  English  Property  Tax  Assess- 
ment : — 

Ireland. 

(1)  The  valuation  of 

land  is  based  on 
productive  capa- 
city rather  than 
on  rent. 

(2)  The  valuation  of 

houses  is  on  the 
basis  of  net  rent 
after  deduction  of 
repairs  and  main- 
tenance expenses 
(equivalent  to  Eng- 
lish rateable 
value). 

(3)  The  valuation  of 

land  remains  as 
in  1852-65  (except 
in  certain  County 
Boroughs  which 
have  been  re- 
valued). The  valua- 
tion of  houses  (ex- 
cept in  Dublin 
and  Belfast)  is  ad- 
mittedly from  10 
per  cent,  to  30  per 
cent,  below  the 
true  rateable  value. 

Schedule  A assessments. 

21.006.  (17)  Schedule  A assessments  in  Ireland  are 
directed  to  be  made  upon  the  amount  of  the  valuation 
in  force  for  Poor  Rates  (Income  Tax  Act,  1918,  sec. 
187  (1)),  with  the  proviso  that  should  the  annual  rent 
payable  be  less  than  the  valuation  the  landlord  shall 
be  required  to  pay  tax  only  on  the  annual  rent,  whilst 
the  occupier,  if  liable,  shall  pay  tax  under  Schedule 
A upon  the  excess  of  the  valuation  over  the  rent. 
(Sec.  187  (5).) 

21.007.  (18)  Provision  exists  for  an  appeal  to  the 
Special  Commissioners  (and  following  that  for  a re- 
hearing by  a County  Court  Judge)  by  a person 
aggrieved  by  an  assessment  on  valuation,  but  this 
provision  is  seldom  resorted  to.  (Sec.  187  (4).) 

21.008.  (19)  The  Board  of  Inland  Revenue,  if  they 
consider  a valuation  is  “ not  oorrect  (having  reference 
to  the  principles  according  to  which  the  same  ought 
by  law  to  have  been  made),”  may  direct  the  Com- 
missioner of  Valuation  to  make  a revaluation  for  the 
purposes  of  Income  Tax.  (Sec.  193.)  Such  revaluation 
is  to  be  made  on  “poor  rate”  principles,  and  it 
follows  that  so  long  as  a Poor  Rate  valuation,  correctly 
made  as  such,  falls  below  full  annual  value,  the  in- 
equality of  the  Irish  assessment,  as  compared  with 
that  in  England,  cannot  be  removed  by  any  exercise 
of  the  powers  granted  under  this  section. 

21.009.  (20)  In  effect,  the  combined  results  of  the 
above  provisions  are  that,  assuming  the  Legislature 
to  have  intended  to  levy  a tax  throughout  the  United 
Kingdom  under  Schedule  A on  the  full  annual  value 
of  property,  the  Revenue  obtains  its  due  meed  of  tax 
in  Ireland  in  those  cases  only  where  the  valuation 
represents  the  real  annual  value. 

Land. 

21.010.  (21)  It  is  difficult  to  determine  the  true 
relation  of  the  present  Poor  Law  valuation  of  land  in 
Ireland  to  the  rack  rental  value.  As  a result  of 
custom  and  the  various  Land  Acts,  a tenant’s  interest 
has  been  created  which  is  not  reflected  in  the  rents 
paid,  and  a comparison  between  the  rents  paid  for 
particular  holdings  and  the  valuations  thereof  affords, 
therefore,  no  reliable  test  of  the  sufficiency  of  the 
latter. 

21.011.  (22)  This  tenant’s  interest,  or  “ tenant- 
right,”  is  recognized  in  sections  1 and  2 of  the  Land- 
lord and  Tenant  (Ireland)  Act  of  1870,  (33  & 34  Viet, 
cap.  46,  secs.  1 and  2.).  and  the  right  of  free  sale  of 
this  interest  is  established  by  the  Land  Act  of  1881 
(44  & 45  Viet.,  cap.  49,  sec.  1),  which  also  provides 
for  fixing  by  the  intervention  of  the  Courts  a rent 


England. 

The  valuation  of  land 
is  based  on  actual  rack 
rent  or  on  estimated 
rack  rent. 

The  valuation  of  houses 
is  on  rack  rental  value 
— before  deduction  of  the 
cost  of  repairs,  Ac. 


The  revaluation  of 
lands  and  houses  in  Eng- 
land is  made  periodically 
on  the  basis  of  rack  ren- 
tal. (The  last  revalua- 
tion was  made  in  1910.) 
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(known  as  “judicial  rent”)  from  which  any  con- 
sideration for  improvements  made  by  the  tenant  or 
his  predecessor  in  title  is  definitely  excluded.  ( Ibid 
sec.  8 (sub-sec  9).) 

•Ji  012.  (23)  It  will  probably  be  contended,  and  it 
must  be  admitted  not  without  reason,  that  the  very 
large  sums  paid  in  many  instances  for  the  tenant- 
right  of  farms  are  not  conclusive  evidence  on  which  to 
base  an  estimate  of  the  rental  value  of  such  tenant- 
right.  “ Land  hunger  ” — the  desire  of  tenant  farmers 
to  increase  the  size  of  their  holdings — the  fact  that 
agriculture  in  most  parts  of  Ireland  is  the  sole  means 
of  livehood,  and  wild  competitions  at  auctions  fre- 
quently unduly  swell  the  price.  But  even  so,  the 
very  large  amounts  frequently  realized  on  sale  of 
tenant-right  are,  it  is  submitted,  unquestionable  evi- 
dence that  the  rent  paid  by  a tenant  of  agricultural 
land  in  Ireland  is  not  conclusive  of  the  full  annual 
value  of  the  land. 

21.013.  (24)  The  extent  to  which  the  true  net  value 
has  fluctuated,  in  comparison  with  Griffith’s  value, 
is  very  clearly  shown  in  the  graph  on  page  159  of 
Dr.  J.  C.  Stamp’s  work,  “ British  Incomes  and  Pro- 
perty.” The  position  and  fluctuations  as  shown  by 
the  graph  are  as  follows : — 

1842  true  net  value  12£  per  cent,  above  valuation. 
1853  „ „ » level  with  valuation. 

1870  „ „ ,,  20  per  cent,  above  valuation. 

1881  „ „ 30 

1891  „ „ „ 20 

1903  „ „ „ 2 „ below  „ 

1914  „ „ „ 10  „ above  „ 

21.014.  (25)  But  even  on  the  assumption,  which, 
in  view  of  the  foregoing  statement,  it  is  extremely 
difficult  to  make,  that  the  aggregate  valuation  of 
agricultural  land  is  approximately  adequate,  great 
anomalies  must  exist  as  between  the  various  valua- 
tions. The  growth  of  large  industrial  areas  creating 
local  markets,  improved  means  of  communication 
and  the  drainage  of  large  tracts  of  country  must 
inevitably  have  considerably  altered  the  letting  value 
of  the  lands  affected.  Yet  the  valuations  remain 
as  fixed  in  1852-1865.  It  is  held  that  no  addition  to 
the  valuation  can  be  made  for  land  drained  or 
improved  by  reclamation,  and  it  is  stated  on  good 
authority  that  the  valuation  of  large  quantities  of 
such  land  remains  at,  say,  9d.  an  acre,  although  the 
real  value  may  have  increased  to  10s.  or  even  more  per 
acre. 

21,015  (26)  The  Royal  Commission  may  wish  to  con- 
sider whether  in  the  circumstances  set  forth  any 
change  in  the  system  of  assessing  agricultural  lands 
to  Income  Tax,  Schedule  A,  in  Ireland,  is  desirable. 
In  this  connection  it  should  be  pointed  out : — 

(1)  That  the  ownership  of  agricultural  land  in 

Ireland  is  passing  into  the  hands  of  tenant 
occupiers,  the  majority  of  whom  are  exempt 
on  the  present  basis  of  computing  liability. 
It  is  estimated  that  of  the  total  agri- 
cultural land  in  Ireland  60  per  cent,  is  in 
the  occupation  of  persons  exempt  from  In- 
come Tax,  an  increase  in  the  valuation 
of  whose  holdings  would  have  very  little 
effect  on  the  yield  of  Revenue,  as  such 
increases  would  fall  to  be  exempted  in  all 
cases  except  tenancies  (the  minority)  where 
the  rent  exceeds  the  valuation.  Any 
increase  in  the  exemption  limit  or  in  allow- 
ances which  operate  effectively  to  increase 
the  exemption  limit  would  pro  ianto  in- 
crease this  percentage. 

(2)  That  since  rent  in  Ireland  is  no  criterion  of 

full  annual  value  within  the  general  mean- 
ing of  the  Income  Tax  Acts,  a re-assess- 
ment. on  the  basis  of  full  annual  value, 
would  necessitate  survey  and  inspection, 
for  which  no  machinery  is  available  under 
such  Acts. 

(3)  That  in  the  possible  event  of  a change  in  the 

mode  of  assessment  of  agricultural  profits 
from  a fixed  basis  of  valuation  to  actual 
profits,  any  undercharge  of  Schedule  A on 
/and  used  for  agricultural  purposes  will  be 
reflected  in  an  increased  liability  on 
profits,  except  in  the  infrequent  cases  of 


actual  rent  paid  exceeding  the  Poor  Law 
valuation. 

Rouses,  buildings,  &c. 

21.016.  (27)  So  far  the  question  of  the  assessment 
of  agricultural  land  has  been  dealt  with.  Turning  to 
the  question  of  the  valuation  of  houses  and  buildings 
the  position  is  entirely  different.  It  is  admitted 
that  except  in  Belfast  and  Dublin  the  valuations  are 
out  of  date. 

21.017.  (28)  The  Select  Committee  on  the  Irish 
Valuation  Acts  in  1903  stated  in  their  draft  report 
(Cd.  337),  paragraph  16  (1):  “ It  has  been,  so  far  as 
we  can  see,  a practice  never  to  alter  a valuation  on  a 
building  unless  there  has  been  some  structural  addi- 
tion. . . . The  result  has  been  that  not  only  accord- 
ing to  the  testimony  of  everyone  has  the  valuation 
got  very  much  out  of  date  and  full  of  anomalies,  but 
so  strongly  has  the  Commissioner  felt  the  inequity 
of  the  situation  that  even  in  cases  where  he  has  had 
to  make  an  alteration  of  the  valuations  he  has  noi 
taken  the  true  value  as  he  would  find  it  if  he  had  had 
a clean  slate,  but  has  had  to  invent  a system  of 
deductions  ‘ to  make  relative,’  not  justifiable  in  itself, 
but  introduced  from  obvious  equitable  considerations. 
The  consequence  is  that  a revaluation  is  needed  in 
order  to  put  affairs  on  a proper  basis.” 

21.018.  (29)  In  paragraph  6 the  Committee  state 
that  “ they  see  no  greater  difficulty  in  applying  the 
criterion  of  actual  rent  (or  where  actual  rent  is  either 
not  got  or  from  various  reasons  does  not  represent 
the  true  annual  value,  the  rent  as  supposed  to  be 
paid  by  the  hypothetical  tenant)  to  the  circumstances 
of  Ireland  than  has  been  found  in  its  application  to 
England  or  Scotland.” 

21.019.  (30)  The  Committee  made  no  final  report, 
and  no  action  appears  to  have  been  taken  on  the 
suggestions  in  their  draft  report. 

21.020.  (31)  The  deduction  “ to  make  relative,” 
referred  to  by  the  Committee  in  paragraph  16  (1), 
has  already  been  explained  (paragraph  14).  The 
present  rates  of  deduction  vary  from  “ nil  ” in 
Belfast  to  33  per  cent,  in  Kerry,  Mayo  and  Clare. 

21.021.  (32)  It  follows,  therefore,  that  whilst  an 
owner  of  a house  or  building  in  Belfast  is  called  upon 
to  contribute  to  the  Exchequer  Income  Tax  on  full 
rental  value  (less  a varying  deduction,  in  some  cases 
as  much  as  three-eighths),  a landlord  of  a similar 
house  in  Cork  will  pay  on  an  80  per  cent,  basis,  or  in 
Kerry  on  a basis  of  66  per  cent,  of  the  value  only, 
subject  to  the  same  proportionate  deduction  for 
repairs. 

21.022.  (33)  The  inequality  between  the  taxation  of 
Irish  property  owners  and  property  owners  in  the 
rest  of  the  United  Kingdom  which  mav  arise  from  a 
low  valuation  is  even  more  marked.  This  inequality 
becomes  more  remarkable  when  the  system  of  abate- 
ments and  reliefs  is  taken  into  consideration : — 

£ 


Gross  rent 

300 

Repairs 

£50 

Mortgage  interest  . . . 

...  £30 

— 

80 

Actual  net  income  (ex 

hypothesi 

the  total  income) 

220 

£ 

Valuation 

150 

Mortgage  interest  . . . 

30 

Net  income  for  Income 

Tax  pur- 

120 

poses 

In  Ireland  the  owner  would  be  exempt.  In  England 
his  liability  would  be  on  £220  less  £120  abatement, 
net  £100  at  3s.  in  £ = £15  tax. 

21,023.  (34)  A further  striking  anomaly  arises  from 
the  adoption  as  annual  value  for  Income  Tax  pur- 
poses of  a valuation  arrived  at  after  an  allowance  for 
the  cost  of  repairs.  By  Rule  7 of  No.  V,  Schedule  A, 
a deduction  from  the  assessment  of  houses  and  build- 
ings of  one-sixth  of  the  annual  value  is  allowed  in  all 
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cases  of  owner  occupiers.  In  such  cases  in  Ireland, 
therefore,  a double  allowance  for  repairs  is  made.  A 
similar  allowance  is  due  in  cases  of  tenancies  where 
the  landlord  repairs,  but  as  this  allowance  cannot  be 
claimed  where  the  assessment  is  already  one-sixth 
below  the  rent,  the  allowance  in  the  case  of  tenancies 
is  not  often  claimable. 

21.024.  (35)  It  will  be  seen  from  the  foregoing  re- 
marks that  the  position  in  regard  to  the  basis  of 
assessment,  both  of  land  and  houses,  under  Schedule 
A in  Ireland  is  anomalous  and  calls  for  amendment. 

21.025.  (36)  Whether  a general  revaluation  of  land 
is  at  tbe  present  moment  desirable  is  a matter  for 
consideration.  The  conditions  are  unsettled  while 
sales  to  tenants  under  the  Land  Act  are  in  progress, 
and,  as  far  as  Income  Tax  is  concerned,  it  is  probable 
that  the  question  is  not  one  of  serious  importance,  at 
any  rate  in  connection  with  Schedule  A. 

21.026.  (37)  The  objections  to  a revaluation  at  the 
present  time  of  lands  are  absent  in  the  case  of  houses 
and  buildings,  and  a revaluation  on  the  basis  of  full 
annual  rental  value  (or  letting  value  in  the  absence 
of  rack  rent)  of  all  houses  and  buildings  should,  it  is 
suggested,  be  provided  for  at  the  first  opportunity, 
and  such  revaluation  should,  when  made,  be  adopted 
for  purposes  of  Imperial  Taxes.  Its  adoption  for  the 
purposes  of  local  taxation  could,  if  necessary  to  the 
equitable  treatment  of  agricultural  and  urban  rate- 
payers, be  considered  apart.  Power  should  be  given 
to  the  Commissioner  of  Valuation  for  the  purpose  of 
this  revaluation  to  demand  returns  of  particulars  of 
rent  and  conditions  of  tenancy.  Provision  should  also 
be  made  for  periodical  revision  of  the  valuation. 

Schedule  B assessments. 

21.027.  (38)  Prior  to  the  passing  of  the  Finance 
(No.  2)  Act,  1915,  the  liability  to  Income  Tax  of 
occupiers  of  land  in  Ireland  in  respect  of  the  benefits 
of  occupation,  was,  as  in  the  rest  of  the  United 
Kingdom,  taken  at  one-third  of  the  annual  value, 
i.e.,  at  one-third  of  the  Poor  Law  valuation.  By  that 
Act  the  liability  was  increased  to  the  full  annual 
value,  and  subseuently  by  the  Finance  Act  of  1918 
(except  in  the  case  of  lands  not  occupied  mainly 
for  the  purpose  of  husbandry)  to  twice  the  annual 
value.  The  inequalities  'and  defects  of  the  valuation 
of  Irish  land,  already  referred  to.  in  connection  with 
the  Schedule  A assessments,  are,  of  course,  repeated 
in  the  Schedule  B assessments.  Attention  must,  how- 
ever, be  drawn  to  a still  more  serious  anomaly. 

21.028.  (39)  The  Finance  (No.  2)  Act  of  1915  con- 
tained a clause,  inserted  during  the  passing  of  the 
Bill  through  the  House  of  Commons,  and  reproduced 
in  section  187  (1)  of  the  Income  Tax  Act,  1918,  which 
gives  the  occupier  of  land  the  option  of  taking  as 
the  annual  value  (Income  Tax  Act,  1918,  sec. 
187  (1)):- 

(a)  the  judicial  rent  fixed  under  the  Land  Law 

(Ireland)  Acts  or  any  of  them;  or 

( b ) the  annual  interest  payable  to  the  Irish  Land 

Commission  in  lieu  of  rent  under  the  Land 
Purchase  (Ireland)  Acts  or  any  of  them; 
or 

(c)  the  purchase  annuity  payable  under  the  Land 

Purchase  (Ireland)  Acts  or  any  of  them; 
where  such  rent,  interest,  or  annuity  is  less  than  the 
Poor  Law  valuation. 

21.029.  (40)  It  must  be  assumed  that  it  is  the  inten- 
tion of  the  Legislature  that  the  liability  of  the  occu- 
piers of  land  in  Ireland  should  be  based,  as  in  the 
rest-  of  the  United  Kingdom,  on  the  full  annual  value 
of  the  land,  and  that  there  is  no  intention  to  dis- 
criminate in  favour  of  a tenant  under  judicial 
rent  or  tenant  purchaser  as  compared  with  other 
occupiers  of  land  in  Ireland.  It  is  important,  there- 
fore, to  emphasize  the  following  facts:  — 

(1)  The  judicial  rent  does  not  purport  to  repre- 
sent such  annual  value,  inasmuch  as  by 
express  provision  of  the  Land  Acts,  an  im- 
portant factor,  viz.,  the  value  of  the 
tenant’s  interest,  is  omitted  therefrom. 
The  Land  Act  of  1870  legalized  the  Ulster 
Tenant  Right  and  corresponding  usages 
throughout  Ireland  for  agricultural  and 
pastoral  holdings.  The  Land  Act  of  1881 


established  “the  three  f’s:  free  sale  of 
tenant-right — fair  rent — and  fixity  of 
tenure,”  and  empowered  a tenant  to  apply 
to  the  Courts  to  fix  a “ fair  rent  ” for  his 
tenancy,  which  remains  constant  for  a term 
of  15  years.  (Land  Act,  1881,  sec.  8 (1).) 
A rent  so  fixed  is  the  “judicial  rent” 
here  referred  to.  In  fixing  the  “ fair 
rent”  no  rent  is  to  be  allowed  “ in  respect 
of  improvements  made  by  the  tenant  or  his 
predecessoi • in  title  and  for  which  the 
tenant  or  his  predecessor  shall  not  have 
been  paid  or  otherwise  compensated  by  the 
landlord  or  his  predecessor.”  (Ibid,  sec. 
8 (9).)  This  disallowance  includes  the  let- 
ting value  due  to  improvement.  ( Adams  v. 
Dunseatli.) 

In  the  majority  of  agricultural  tenancies 
in  Ireland  practically  all  repairs  are  done 
by  the  tenant  and  all  improvements  have 
been  effected  by  him  or  by  his  predecessors. 
In  fact,  in  many  cases  the  landlord’s  in- 
terest is  little  more  than  the  prairie  value 
of  the  land,  and  it  is  the  landlord’s  in- 
terest alone  that  the  judicial  rent  repre- 
sents. The  value  of  a tenant’s  interest 
has  been  referred  to  in  the  section  dealing 
with  the  Schedule  A (paragraph  23). 

(2)  Neither  the  interest  in  lieu  of  rent  (which  is 
interest  at  an  agreed  rate  per  cent,  on  the 
purchase  money,  paid  by  the  tenant  to  the 
Land  Commissioners  on  behalf  of  the  owner 
during  the  period  intervening  between  the 
agreement  to  purchase  and  the  completion 
of  the  purchase) ; nor  the  amount  of  the 
purchase  annuity  can  represent  more  than 
the  landlord’s  interest. 

21.030.  (41)  Ignoring  as  it  does  the  portion  of  the 
annual  value  arising  from  the  tenant’s  interest  ( vide 
par.  39),  the  option  given  leads  to  inequalities,  in 
that : — 

(a)  it  discriminates  in  favour  of  certain  Irish 

farmers  as  compared  with  Irish  farmers, 
who  are  owners  in  fee  or  hold  their  lands 
under  non-judicial  rents ; and 

(b)  it  discriminates  in  favour  of  certain  Irish 

farmers  as  compared  with  farmers  in  Scot- 
land and  England. 

21.031.  (42)  As  an  illustration,  assume  five  precisely 
similar  farms  rated  at  £100  each — No.  1 freehold; 
No.  2 rented  at  £88  under  an  ordinary  tenancy ; No. 
3 held  under  a judicial  rent  of  £79 ; No.  4 paying 
interest  in  lieu  of  rent  £61 ; No.  5 subject  to  a pur- 
chase annuity  of  £58.  These  figures,  it  may  be  added, 
are  reasonably  proportionate,  and  arrived  at  after 
examination  of  a number  of  cases  where  estates  have 
been  sold  through  the  Land  Commission  under  the 
Land  Act  of  1903. 

The  respective  occupiers  are  chargeable  with  tax 
under  Schedule  B on  an  assumed  profit  of:  — 

No  1.  No.  2.  No.  3.  No.  4 No.5 

£200  £200  £158  £122  £116 

whilst  ex  hypothesi  the  profits  which  may  be  expected 
to  arise  from  the  farms  are  equal. 

21.032.  (43)  Apart  from  the  general  question  of 
inequity,  the  proviso  is  defective  in  that  it  does  not 
define  the  expression  “ purchase  annuity  ” payable, 
beyond  requiring  that  it  shall  be  payable  under  “ the 
Land  Purchase  Acts  or  any  of  them.” 

21.033.  (44)  It  has  been  held  by  the  High  Court, 
in  the  case  of  Corcoran  v.  Judge  (Court  of  Kings 
Bench,  Ireland,  19th  June,  1918),  that  the  annuity  on 
which  the  Schedule  B assessment  is  to  be  based  is 
the  amount  payable  in  the  year  of  assessment.  kmce 
under  the  earlier  Land  Acts  the  annuity  payable  is 
reduced  every  ten  years  by  amortisation  of  the  pr*nci- 
pal  it  follows  that  in  such  a case  the  Schedule  d 
assessment  will  continue  to  decrease  until  the  capital 
loan  is  paid  off,  when  the  assessment  will  suddenly  i n- 
vert to  the  Poor  Laiv  valuation  as  a basis  of  liability 

21.034.  (45)  Again,  under  any  of  the  Land  Acts i tbe 
whole  or  part  of  the  purchase  money  may  be  Pald 
cash  either  at  the  time  when  the  lands  are  vested 
in  the  purchasing  tenant  or  at  any  subsequent  perio 
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Th.©  annuity  and  consequently  the  Schedule  B assess- 
ment may  thereby  be  diminished. 

21  035.  (46)  Again,  the  term  “ purchase  annuity  ” 
is  held  to  include  purchase  annuities  paid  to  the  Board 
of  Works  under  the  Landlord  and  Tenant  (Ireland) 
Act  1870.  But  under  this  Act  the  purchaser  was  re- 
quired to  find  at  least  one-third  of  the  purchase 
money  in  cash,  and  the  annuity  represents,  therefore, 
at  a maximum  only  two-thirds  of  the  purchase  price. 

21.036.  (47)  There  is  the  further  objection  that  a 
purchasing  tenant  may  have  held  under  a long  lease 
or  a free  farm  grant  at  a small  rent,  and  his  purchase 
annuity  will  be  based  on  the  capital  value  of  this 
small  rent,  or  the  lands  may  have  been  sold  under  the 
older  Land  Acts  subject  to  existing  charges,  and  the 
purchase  prioe  and  the  annuity  will  have  been 
diminished  by  reason  thereof. 

21.037.  (48)  It  is  clear,  therefore,  that  a whole 
series  of  different  charges  under  Schedule  B may  arise 
from  land  of  the  same  value,  depending  solely  on  the 
conditions  under  which  they  were  purchased  or  held. 

21.038.  (49)  It  is  estimated  that  the  effect  of  this 
proviso  in  1918-19  was  to  reduce  the  Schedule  B gross 
assessments,  when  compared  with  the  double  valua- 
tion, by  rather  more  than  £1,000,000,  the  loss  in  duty 
at  the  current  rates  being  estimated  at  £80,000  per 
annum. 

21.039.  (50)  The  proviso  appears  to  have  been  based 
on  the  presumption  that  where  the  judicial  rent,  the 
interest  in  lieu  of  rent,  or  the  purchase  annuity,  is 
less  than  the  Poor  Law  valuation,  the  valuation  is 
in  excess  of  the  true  annual  value  of  the  holding. 
The  facts  do  not  warrant  this  presumption.  The 
effects  of  the  proviso  have  been  in  some  respects 
unexpected,  and  the  result  has  been  to  produce 
serious  inequalities  as  between  one  taxpayer  and 
another.  In  these  circumstances  it  is  suggested  for 
consideration  that  the  law  requires  amendment  by 
the  repeal  of  the  proviso. 

Assessment  of  property  not  included  in  a Valuation 
List. 

21.040.  (51)  Rule  4 of  No.  VII  Schedule  A,  one 
of  the  general  provisions  of  the  Income  Tax  Act, 
1918,  directs  that  tax  shall  be  charged  on  all  lands, 
tenements  and  hereditaments,  whether  occupied  at 
the  time  of  assessment  or  not.  Section  186  applies 
the  general  provisions  of  the  Act  to  Ireland,  so  far 
as  is  consistent  with  the  special  provisions  as  to 
Ireland  contained  in  the  Act. 

Section  187  (1)  of  the  Act,  which  applies  to  Ireland 
only,  reads  as  follows : — 

“ The  annual  value  of  all  tenements  and  rate- 
“ able  hereditaments  with  reference  to  which 
“ tax  is  to  be  charged  under  Schedules  A and  B 
‘ ‘ shall  be  ascertained  according  to  the  respective 
“ surveys  and  valuations  from  time  to  time  in 
“force  for  the  purposes  of  Poor  Rates.” 

21.041.  (52)  It  follows  from  section  187  (1)  that  in 
making  a Schedule  A assessment  in  Ireland  no  property 
not  included  in  a valuation  list  in  force,  although 
liable  under  Rule  4 of  No.  VII,  can  be  brought 
into  charge. 

21.042.  (53)  There  are  two  sources  of  leakage 
arising  from  this. 

(1)  Property  exempt  from  rating  which  would 

be  liable  to  Income  Tax. 

As  pointed  out  by  Sir  John  Barton,  late 
Commissioner  of  Valuation,  in  Appendix  I 
to  tlie  Report  of  the  Select  Committee  on 
the  Irish  Valuation  Act,  “ An  immense 
amount  of  property  which  in  England 
would  be  taxed  is  in  Ireland  freed  from 
rating,”  e.g.,  Harbour  Commissioners’ 
property.  No  assessment  on  property  thus 
freed  can  be  made  under  Schedule  A. 

(2)  Delay  in  including  property  in  a Valuation 

List. 

The  new  property  which  is  included  in 
the  Valuation  List  which  comes  into  force 
each,  year  on  the  1st  March,  and  is  effec- 
tive for  Income  Tax  purposes  from  the 
following  6th  April,  is  that  which  was 
listed  by  the  local  authorities  in  the  return 
to  be  delivered  on  the  previous  15th  June, 


or  notified  in  a supplementary  list  prior 
to  the  commencement  of  the  actual  revision. 
New  properties  may,  therefore,  escape 
assessment  to  Income  Tax  for  a year  or 
even  more,  i.e.,  propei'ty  completed  in 
January  may  first  appear  in  the  Valua- 
tion List  which  comes  into  force  in  the 
following  March  twelve  months  and  is 
effective  for  Income  Tax  purposes  from 
the  subsequent  5th  April. 

• 21,043.  (54)  It  is  suggested  that  it  is  desirable  to 
give  power  to  assess  according  to  the  general  rules 
of  Schedule  A any  lands,  tenements,  &c.,  liable  under 
that  Schedule  and  not  included  in  a Valuation  List  in 
force.  The  Valuation  of  Property  (Metropolis)  Act 
of  1869,  the  only  other  instance  in  which  the  valua- 
tion for  local  purposes  is  made  binding  for  Income 
Tax,  provides  in  Section  75  power  to  value  and  tax 
property  not  included  in  a Valuation  List. 

[This  concludes  the  evidence-in-chief.] 

21.044.  Chairman : You  have  prepared  us  three 
very  valuable  papers,  and  they  will  be  of  very  great 
use  to  the  Commission.  I have  read  them,  and  they 
are  very  clear  indeed,  but  there  are  some  of  the  points 
in  your  papers  that  the  Commissioners  may  wish  to 
examine  you  upon.  I will  ask  Sir  Edmund  Nott- 
Bower  to  examine  you  first. 

21.045.  Sir  E.  Nott-Bower : I want  to  ask  you  first 
one  or  two  questions  on  your  paper  No.  I.,  with 
regard  to  the  assessments  under  Schedule  A.  You 
refer  here  to  the  periodic  re-valuation  of  land  and 
houses  for  the  purposes  of  Schedule  A,  and  you  point 
out  the  great  pressure  that  is  caused  by  the  practice 
which  has  been  observed  hitherto  of  making  a simul- 
taneous re-valuation  of  the  whole  country  under 
Schedule  A.  The  present  assessments  have  been  in 
force  for  some  nine  or  ten  years.  I do  not  feel  quite 
clear  whether  you  propose  that  the  next  valuation 
should  be  a re-valuation  of  the  whole  country  simul- 
taneously?— We  propose  that  the  first  re-valuation  of 
the  whole  country  shall  be  a valuation  that  shall  be 
made  within  as  short  a time  as  possible,  but  we  con- 
sider it  would  be  necessary,  or,  if  not  necessary, 
desirable  in  the  interests  of  the  Department  that  that 
work  should  be  spread  over  more  than  one  year,  say, 
two  or  three  years. 

21.046.  The  assessments  are  already  very  stale,  are 
they  not? — Very. 

21.047.  And  any  futher  postponement  of  re-valua- 
tion should,  if  possible,  be  avoided? — Yes. 

21.048.  Speaking  for  myself,  I do  see  the  great  ad- 
vantages of  making  it  our  normal  procedure  in  the 
future  to  spread  the  work  over  several  years? — Yes. 

21.049.  But  in  view  of  the  very  great  staleness  of 
the  assessments  now,  it  would  be  very  desirable, 
would  it  not,  to  complete  the  first  valuation  in  as 
short  a time  as  possible? — We  are  desirous  of  com- 
pleting it  in  as  short  a time  as  possible,  but,  as  I say 
here,  we  think  it  would  be  extremely  difficult  for  the 
Department  to  complete  this  work  within  one  year, 
and  we  suggest  that  it  should  be  spread  over  at  least 
two  years. 

21.050.  I think  you  do  propose,  do  you  not,  to  avail 
yourselves  as  far  as  possible  of  the  services  of  the 
Inland  Revenue  valuation  staff? — Only  for  the  pur- 
pose of  dealing  with  any  cases  of  special  difficulty. 

21.051.  Cases  mainly,  I suppose,  arising  out  of  a 
valuation  where  you  have  not  a rack  rent  to  guide 
you? — Where  we  have  not  a rack  rent  to  guide  us. 
I refer  to  that  in  paragraph  7 of  my  paper  No.  I.,  for 
instance,  licensed  premises,  premises  held  on  long 
lease,  or  premises  in  the  occupation  of  the  owner, 
where  we  have  no  rack  rent  to  guide  us;  in  those 
cases  we  hope  the  Commission  will  recommend  that 
we  shall  have  the  assistance  of  the  Lands  Valuation 
Department  or  of  a valuer  in  connection  with  the 
Lands  Valuation  Department. 

21.052.  Apart  from  the  periodic  valuation,  would 
it  not  be  advisable  to  get  some  increased  powers  to 
alter  valuations  during  the  interval?  I will  tell  you 
what  I have  in  mind — cases  where  there  have  been 
structural  alterations  to  properties.  A difficulty  does 
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arise  sometimes,  does  it  not,  in  increasing  an  assess- 
ment during  the  quinqennium,  when  it  ought  to  he 
increased? — Yes. 

21.053.  I put  it  in  this  way,  and  I think  I am  right. 
There  are  cases  where  it  undoubtedly  could  and  would 
be  increased  in  the  Metropolis? — In  cases  even  out- 
side the  Metropolis,  where  there  is  a structural  altera- 
tion, we  do  as  a matter  of  fact  revise  the  assessment 
during  the  currency  of  the  quinquennial  assessment. 

21.054.  Does  it  not  depend  on  the  nature  of  the 
structural  alteration;  are  there  not  difficulties  some- 
times?— If  the  structural  alteration  is  such  that  we 
consider  the  new  property  is  no  longer  the  property 
that  was  assessed  when  the  original  assessment  was 
made,  we  then  make  a re-assessment. 

21.055.  Do  you  not  think  the  law  wants  a little 
strengthening  in  that  direction  ? — It  might  be 
desirable. 

21.056.  Now  as  to  the  allowance  for  repairs,  do  you 
think,  in  regard  to  the  present  system  of  allowing 
the  actual  repairs  by  repayment,  it  would  be  prac- 
ticable to  extend  it  to  all  properties? — It  would  be 
practicable,  but  it  would  place  a considerable  strain 
upon  the  Department. 

21.057.  There  would  be  a difficulty  in  distinguish- 
ing improvements  and  decorations  from  repairs,  at 
any  rate  in  the  case  of  property  occupied  by  owners? 
— Yes. 

21.058.  Now  with  regard  to  the  assessment  of  the 
profits  from  the  occupation  of  land : you  would 
favour,  if  it  were  practicable,  the  assessment  of 
farmers  under  Schedule  D on  their  actual  profits? — 
I should  favour  it. 

21.059.  That  is  undoubtedly  the  ideal  system,  is  it 
not? — I think  so. 

21.060.  Do  you  think  that  the  necessary  informa- 
tion is  now  available?  Do  you  think  it  would  be 
practicable  to  effect  the  change  at  once  on  those 
lines? — I think  in  the  early  stages  there  would  be 
very  considerable  difficulties,  particularly  with  the 
smaller  farmers. 

21.061.  Would  you  be  in  favour  of  proceeding  in  a 
more  tentative  way ; for  instance,  would  you  begin  by 
withholding  the  present  option  from  farms  in  excess 
of  a certain  rent? — Yes. 

21.062.  That  has  been  suggested  sometimes.  In  the 
case  of  large  farms  with  a rent  of,  say,  £400,  would 
it  not  be  possible  to  put  them  under  Schedule  D with- 
out any  option? — Yes. 

21.063.  And  proceed  gradually? — Yes. 

21.064.  Then,  of  course,  you  could  extend  the  area 
by  degrees  when  the  £400  farm  has  been  brought  in 
and  worked  satisfactorily;  you  could  extend  down- 
wards by  degrees? — Yes. 

21.065.  In  regard  to  your  Irish  paper  (your  paper 
No.  III.),  first  of  all  with  regard  to  land  in  Ireland; 
jhe  main  difficulty,  I suppose,  arises  in  connection 
with  tenant  rights? — Yes. 

21.066.  Speaking  now  of  agricultural  land,  I sup- 
pose in  Ireland  really  you  have  not  got  a land  system 
involving  lettings  at  rack  rent  such  as  we  have  in 
the  rest  of  the  United  Kingdom? — No. 

21.067.  Where  there  are  lettings  at  rack  rent  the 
course  is  easy.  We  can  assess  at  something  like 
rental  value.  In  Great  Britain,  where  the  system  is 
to  let  land  at  the  full  rent — I do  not  like  the  term 
“ rack  rent  ” exactly,  because  it  suggests  an  un- 
pleasant idea — and  where  the  letting  is  really  a com- 
mercial letting,  we  have  no  difficulty  in  assessing 
Schedule  A,  because  we  have  got  the  rental  value  to 
guide  us? — Yes. 

21.068.  But  in  Ireland  there  is  not  that  system,  so 
we  are  rather  at  sea,  are  we  not?— Yes.  The  tenant 
right  introduces  the  difficulty. 

21.069.  What  we  do  fall  back  on,  I understand,  is 
an  assessment  on  the  Poor  Law  valuation,  Griffith’s 
valuation,  a valuation  which  was  made  about  60  or 
70  years  ago? — Yes. 

21.070.  And  it  obviously  cannot  be  expected  to  coin- 
cide with  existing  conditions  at  all? — No. 


21.071.  Have  you  any  suggestion  to  make  as  to  any 
really  satisfactory  substitute  for  the  Griffith  valua- 
tion in  assessing  lands  under  Schedule  A? — I am 
afraid  not,  because  any  attempt  at  assessing  lands  in 
Ireland  under  Schedule  A would  necessitate  a 
valuation  in  order  to  arrive  at  the  actual  annual  value 
of  the  tenant’s  interest. 

21.072.  And  a new  valuation  without  any  rents  to 
afford  assistance  to  a valuation  authority  would  be 
a very  heavy  task,  would  it  not? — Yes. 

21.073.  But  with  regard  to  houses,  the  difficulty 
is  not  the  same,  is  it? — No. 

21.074.  I suppose  the  system  in  Ireland  in  regard 
to  houses  is  very  much  the  same  as  in  England;  there 
are  lettings  at  rack  rent,  and  there  would  be  pretty 
much  the  same  information  available  as  there  is  in 
the  rest  of  the  United  Kingdom? — Yes. 

21.075.  Would  you  see  any  great  difficulty  in 
removing  the  assessment  of  houses  in  Ireland  from 
the  present  basis,  the  Griffith  valuation,  to  a basis 
similar  to  that  which  prevails  in  the  rest  of  the 
country? — No. 

21.076.  I suppose  you  would  agree  with  this,  your 
paper  shows  that  you  do  agree,  that  under  the  present 
system  house  property  in  Ireland  is  assessed  very 
much  below  its  value? — Yes. 

21.077.  I see  that  with  regard  to  the  Schedule  B 
assessment  in  Ireland  it  used  to  be  based  entirely  on 
the  Griffith  valuation,  but  then  there  was  some 
change  in  the  law  in  1915,  was  there  not? — Yes. 

21.078.  Which  gives  an  option  of  charging  on 
the  judicial  rent  or  the  purchase  annuity,  and  you 
think  that  that  has  really  introduced  fresh  anomalies 
into  the  Income  Tax  system  in  Ireland? — Yes. 

21.079.  You  think  really  it  was  not  justified? — I 
do. 

21.080.  And  that  it  would  have  been  better  to  have 
left  it  on  the  Poor  Law  valuation,  although  that  is 
a very  unsatisfactory  basis  in  itself? — Yes. 

21.081.  I think  you  say  in  your  evidence  that  in 
the  assessment  of  land  the  Poor  Law  valuation  does 
theoretically  include  something  at  any  rate  for  tenant 
right? — For  tenant  right  as  it  existed  in  1853  to 
1865. 

21.082.  We  had  some  evidence  yesterday  on  this 
subject,  and  the  extent  to  which  tenant  right  can 
have  entered  into  the  Griffith  valuation  must  have 
been  very  small,  judging  from  the  instances  which 
were  quoted  to  us,  instances  of  prices  obtained  on 
the  actual  sales  of  tenant  rights.  For  instance,  I 
have  here  a case  that  was  quoted  to  us  as  an  actual 
case  of  a holding  of  176  acres,  the  rent  was  £140,  the 
valuation  was  £154,  only  £14  above  the  rent,  you 
will  observe.  The  tenant  right  sold  for  £6,500? — Yes. 

21.083.  So  that  whatever  the  basis  of  valuation  may 
be  it  really  cannot  be  said  in  any  full  sense  to  in- 
clude the  tenant  right  ? — Probably  not,  in  a very  large 
number  of  cases.  I do  not  think  that  I should  be 
inclined  to  suggest  that  the  price  obtained  for  the 
tenant  right  is  necessarily  a clue  to  the  annual  value 
of  the  tenant  right;  I think  in  many  cases  that  the 
purchase  price  of  the  tenant  right  has  been  forced 
up  by  what  one  might  call  extraneous  causes. 

21.084.  Land  hunger? — By  land  hunger. 

21.085.  Of  course,  that  is  only  one  of  several  cases 
that  were  quoted  to  us? — Oh,  there  are  many  in- 
stances. 

21.086.  Very  likely  there  is  a great  deal  of  force 
in  what  you  say,  but  still,  allowing  an  enormous 
margin  there,  you  have  only  got  £14  a year  valuation 
to  cover  a tenant  right  of  £6,500? — Yes. 

21.087.  Mr.  Pretyman : There  are  three  papers  of 
yours  here.  The  first  paper  on  Schedule  A practic- 
ally deals,  does  it  not,  largely  with  the  question  of 
allowances  for  repairs  ? — Yes. 

21.088.  That  it,  really  the  main  point? — Practically. 

21.089.  I suppose  that  means  that  otherwise  you 
are  satisfied  with  the  Schedule  A basis;  you  have  no 
criticism  to  make  on  it  except  on  that  point? — No. 

21.090.  I see  in  one  of  your  paragraphs,  27  I think 
it  is,  you  point  out  that  any  departure  from  the 
present  Schedule  A system  would  involve  departing 
from  the  principle  of  taxation  at  the  source? — Yes. 
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21  091.  You  are  aware  that  owners  have  the  right 
of  paying  the  tax  themselves;  it  is  not  always 
deducted  at  the  source? — It  is  not  always  deducted 
at  the  source,  but  the  assessment  remains  upon  the 
individual  property. 

21  092.  The  assessment  is  made  on  the  rent? — The 
assessment  is  made  on  the  rent,  yes. 

21.093.  But  the  owner  has  the  option  if  he  chooses 
of  taking  the  rents  in  full  and  paying  the  tax  him- 
self ? — Yes. 

21.094.  Is  that  freely  exercised? — I think  not. 

21.095.  Not  on  agricultural  properties? — I think 
not.  Of  course,  the  owner  very  often  does,  as  a 
matter  of  fact,  pay  the  tax  direct,  but  not  as  the 
result  of  having  given  notice  for  a direct  assessment 
under  the  provisions  of  the  Act;  it  is  merely  as  an 
arrangement  between  himself  and  the  local  Collector. 

21.096.  Well,  it  comes  to  the  same  thing,  does  it 
not? — Yes,  it  does. 

21.097.  When  you  say  it  is  not  generally  made  use 
of,  do  you  cover  both  those  conditions,  or  only  one 
of  them? — I cover  the  condition  as  to  assessment 
being  made  upon  the  owner  in  lieu  of  the  tenant 
under  the  provisions  of  the  Act. 

21.098.  Quite.  That  would  probably  be  small. 
Should  I be  right  in  thinking  that  in  a very  con- 
siderable number  of  cases  in  agricultural  properties, 
by  arrangement  with  the  local  Collector,  the  tax  is 
paid  direct  by  the  owner? — I think  probably  yes. 

21.099.  Is  not  that  a convenience  when  it  comes  to 
the  question  of  allowances? — Yes. 

21.100.  Particularly  in  this  very  matter  of  repairs 
and  maintenance  of  an  agricultural  estate? — I do 
not  know  that  it  affects  that  question. 

21.101.  It  affects  matters  of  set-off,  does  it  not? — 
If  there  is  a set-off,  yes. 

21.102.  There  is  very  often  a set-off  in  agricultural 
estate  matters  of  allowances  for  special  expenses  such 
as  drainage  rates  and  upkeep  of  sea  walls,  and 
matters  of  that  kind,  which  are  made  a set-off? — 
Those  deductions  are  made  in  making  the  assessment 
and  not  in  the  course  of  the  settlement  of  the  pay- 
ment of  the  tax  between  the  Collector  and  the  owner 
of  the  estate. 

21.103.  It  facilitates  that,  does  it  not,  if  the  tax 
is  paid  in  one  lump  by  the  owner  rather  than  in  a 
great  many  pieces  by  the  tenants?— I do  not  see 
that  it  affords  any  extra  facility. 

21.104.  What  I mean  is  in  the  case  where  the 
owner  pays  it  himself  the  set  off  is  arrived  at  before 
the  tax  is  paid.  Where  he  does  not  pay  the  tax 
himself,  when  it  is  paid  for  him,  the  tax  has  to 
be  paid  in  full  in  small  pieces  by  the  occupier  and 
then  the  owner  has  to  recover  it ; he  does  not  get 
the  set-off? — The  allowances  are  made  in  the  course 
of  the  assessment,  and  not  in  the  course  of  the 
collection. 

21.105.  It  facilitates  adjustment  for  changes  which 
arise  after  the  assessment  is  made? — Yes,  I have  no 
doubt  it  would. 

21.106.  There  is  no  objection  on  the  part  of  the 
Inland  Revenue  to  those  arrangements  at  all,  I 
assume  ? — No. 

21.107.  On  the  question  of  repairs  there  are  three 
possible  courses,  one  is  to  increase  the  allowance,  the 
second  is,  to  put  everybody  on  a Schedule  D.  basis  in 
the  matter  of  repairs,  and  the  third  is  to  leave  it 
as  it  is  now,  a flat  allowance  with  a right  of' 
recovery  for  an  expenditure  beyond  the  sum 
allowed? — Yes. 

21.108.  Which  of  those  three  courses  do  you 
prefer?— I prefer  the  course  which  is  at  present  in 
existence. 

21.109.  That  is  the  third  course? — Yes,  the  third 
course. 

21.110.  You  think  that  is  preferable  to  having  no 
definite  fraction  for  the  allowance? — Yes. 

21.111.  I think  I agree  with  you.  We  have  had 

witnesses  before  us  who  have  very  strongly  em- 
phasized the  trouble  and  difficulty  to  owners  of  small 
louse  property,  particularly  small  owners,  in  getting 
recovery  of  the  additional  expenditure  that  they  aie 
entitled  to?— Yes.  J 

21.112.  Would  you  say  that  every  facility  and  help 
given  in  those  cases?— Yes.  I have  here,  if  the 
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Commission  would  require  them,  particulars  of  the 
actual  number  of  cases  where  repayments  have  been 
made  within  the  last  nine  years  with  the  amounts 
refunded. 

21,113.  I think  it  would  be  very  valuable  if  we 
could  have  that.  That  is  just  the  sort  of  thing  we 
want.  It  shows  the  number  of  cases  and  the  sums 
involved? — Yes.  I should  say  that  these  are  the 
amounts  repaid  each  year.  They  do  not  show  to 
which  year  the  repayment  related ; they  are  repay- 
ments made  in  the  particular  year.  The  amount 
of  Income  Tax  repaid  on  account  of  maintenance, 
repairs,  insurance,  and  management  of  lands  and 
houses  under  section  69,  Finance  (1909-10)  Act,  1910, 
as  amended  by  section  8,  Finance  Act,  1914,  in  each 
of  the  undermentioned  years  is  as  follows:  — 


Income  Tax  repaid  in  1910-11 

£ 

5,122 

No  of 
Cases. 
573 

1911 12 

..  48,929 

2,539 

1912-13 

..  65,695 

2,233 

1913-14 

..  71,234 

2,106 

1914-15 

..  68,449 

2,005 

1915-16 

...  125,892 

2,343 

1916-17 

...  260,279 

2,931 

1917-18 

...  443,191 

3,465 

1918-19 

..  473,511 

3,671 

21.114.  If  I may  say  so,  my  own  experience  is  that 
every  facility  and  help  is  given  in  those  cases.  That 
was  the  whole  spirit  in  which  the  concession  was 
offered  by  the  Prime  Minister  in  the  House? — May 
I add  that  I undertand  I am  right  in  saying  that 
the  Board  of  Inland  Revenue  are  making  a concession 
by  which  the  amount  of  any  claim  which  is  made 
will  be  set  off  against  the  amount  of  the  tax  de- 
manded if  the  claim  is  made  in  time  to  make  that 
set-off  without  any  delay  to  the  collection;  that  is, 
in  order  to  avoid  the  complaints  which  have  been 
raised  that  it  is  necessary  to  pay  the  money  in  full 
first,  and  get  a refund. 

21.115.  It  is  a very  large  sum  in  some  cases? — 
Sometimes. 

21.116.  Of  course,  that  would  adjust  itself  if 
another  allowance  came  against  the  following  year ; 
you  would  only  be  out  one  year? — The  intention  is  to 
make  the  adjustment  against  the  tax  of  the  year 
itself. 

21.117.  On  the  actual  year? — From  the  actual 
year.  If  the  claim  were  made  too  late  to  be  adjusted 
at  the  time  the  collection  for  the  current  year  was 
being  made  it  would  then  be  given  effect  to  by  repay- 
ment and  not  by  setting  it  against  the  tax  due  for  a 
subsequent  year. 

21.118.  Now  I come  to  your  paper  No.  II.,  on 
Schedule  B,  which  is  a much  more  difficult  question 
than  Schedule  A.  Your  paper  points  out  the  advan- 
tages which  the  occupier  of  land  gets  in  comparison 
with  other  taxpayers  in  having  an  alternative  that  he 
can  use  annually  to  his  own  advantage  and  to  the  dis- 
advantage of  the  Revenue? — Yes. 

21.119.  You  discuss  some  of  the  grounds  on  which 
that  is  justified.  For  instance,  in  your  paragraph 
14  you  speak  about  the  rates  which  the  tenant  has  to 
pay.  You  rather  scout  the  suggestion  that  the 
farmer  is  entitled  to  any  Income  Tax  relief  or  ad- 
vantage as  a set-off  against  his  heavy  payment  of 
rates  ? — Yes. 

21.120.  Do  you  not  think  it  is  better  to  get  a little 
rough  justice  than  to  wait  for  a very  long  time  until 
you  get  some  ideal  scheme  of  adjustment  which 
makes  things  fair  all  round? — I do  not  think  so. 

21.121.  Well,  I am  afraid  the  farmer  does.  I am 
afraid  the  taxpayer  generally  is  more  concerned  with 
what  he  actually  has  to  pay  than  with  the  principle 
upon  which  his  payments  are  arrived  at.  You  do 
realize,  do  you  not,  that  there  is  a very  heavy  burden 
of  rates  upon  the  occupier  of  land? — Yes. 

21.122.  That  that  is  an  increasing  figure? — I take 
it  that  it  is  so. 

21.123.  And  that  a large  proportion  of  that  money 
goes  for  national  purposes? — Well,  that  is  a point 
that  I have  not  considered. 

21.124.  But  it  is  very  material  to  your  argument 
here.  If  you  have  not  considered  that  I do  not  tn:  me 
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your  argument  would  have  quite  so  much  value,  would 
it? — I think  if  the  present  system  of  local  rating  is 
such  that  an  undue  burden  is  placed  upon  the  farmer 
any  relief  should  be  given  him  by  a rectification  of 
the  method  of  local  rating,  and  not  by  an  inadequate 
assessment  for  Income  Tax. 

21.125.  Would  you  prefer  that  he  should  pay  to 
the  full  on  both,  however  unjust  it  might  be,  rather 
than  that  ideal  should  be  reached? — I think  if  the 
burden  of  the  local  rating  is  excessive  that  should 
be  relieved  by  re-arranging  the  local  rating,  but  not 
by  making  him  any  adjustment  or  allowing  him  to 
escape  any  proper  payment  that  he  should  make  for 
Income  Tax. 

21.126.  But  meantime,  until  it  is  adjusted,  would 
you  alter  the  present  assessment  of  Income  Tax  and 
still  leave  him  the  additional  burden  of  rates?— I 
would  not  retain  the  present  system  of  Income  Tax. 

21.127.  Until  the  rates  are  adjusted? — I would 
alter  the  present  system  to  put  him  on  the  proper 
basis  of  payment  of  Income  Tax. 

21.128.  Even  before  you  give  him  any  reasonable 
relief  on  his  rates?—' Yes.  I do  not  think  that  I 
should  allow  the  two  to  react  one  upon  the  other  at 
all. 


21.129.  All  you  are  concerned  in  is  to  get  the 
proper  amount  of  Income  Tax  from  him? — The  proper 

. assessment  of  Income  Tax. 

21.130.  And  you  would  entirely  disregard  the  fact 
that  he  is  paying  a large  sum  in  local  taxation  for 
national  purposes? — Yes,  I would. 

21.131.  You  advocate  putting,  at  any  rate,  a por- 
tion of  the  occupiers  on  to  Schedule  D ? — I have  put 
that  proposal.  I have  put  three  proposals  before  the 
Commission  for  their  consideration;  one  is  that  the 
whole  of  them  should  be  so  put,  another  is  that  a por- 
tion should  be  as  a tentative  measure,  and  the  other 
(which  I do  not  recommend)  is  that  the  transfer  should 
be  confined  to  certain  concerns  of  a special  nature. 

21.132.  That  is  what  I say.  You  suggest  that  a 
proportion  of  the  farmers,  at  any  rate,  should  be 
put  on  Schedule  D ?— That  is  one  of  the  alternatives, 
and  that  is  the  proposal  that  I should  prefer. 

21.133.  Have  you  considered  how  the  valuations 
upon  farms  affect  the  assessment  of  profits  for  a 
Schedule  D tax? — Yes,  I have. 

21.134.  Do  you  think  that  it  is  practicable  to  deal 
with  those  on  exactly  the  same  basis  as  you  deal  with 
the  profits  of  an  ordinary  industrial  trade  ?— Probablv 
not. 

21.135.  Have  you  got  any  scheme  in  your  mind  by 
which  you  could  deal  fairly  as  between  the  State  and 
the  farmer  on  the  question  of  valuation  ?— As  far  as 
that  portion  of  his  stock  is  concerned,  which  is  some- 
what in  the  nature  of  plant,  I should  allow  him  to 
retain  that  at  a standardized  valuation.  With  any- 
thing else  which  is  of  a saleable  character  I think 
the  valuation  should  be  varied  from  time  to  time 
probably  in  accordance  with  the  fluctuations  of  the 
market. 


21,136.  AVould  you  consider  a breeding  flock  of 
sheep  in  the  nature  of  plant  to  be  standardized  ?— I 
think  in  the  case  of  the  breeding  flock  I should  con- 
sider it  probable  that  if  a standardized  value  were 
taken  it  would  meet  the  circumstances  of  the  case 
, 21,}Fi  Y°U  are  aware  thafc  a breeding  flock  has ’to 
he  added  to  every  year?  About  one-fifth  or  one-sixth 
°J  *“e  breeding  flock  pass  out  as  cast  ewes  at  the  end 
ot  the  breeding  season,  and  a corresponding  number 
of  ewes  are  brought  in  to  make  the  flock  up-  vou 
know  that?— Yes. 


21.138.  Those  may  be  bred  on  the  farm,  but  in  mam 
cases— and  it  is  very  often  preferable— they  are 

b°oi  ion”  I"  J°rSer  t0  .s,ecure  a change  of  blood?— Yes. 

21.139.  And  they  will  have  to  be  bought  in  at  the 
market  price  of  the  day?— Yes. 

21, MO.  When  they  are  put  into  the  flock  which  is  at 
a standardized  price,  and  when  the  market  price  at 
which  they  have  been  bought  will  vary  and  necessarily 
vary  from  the  standardized  price,  either  higher  or 
lower,  how  would  you  treat  that?— I think  the  ewes 
that  are  bought  in  to  replace  those  that  pass  out 
ohould  be  treated  as  replacements  and  valued  at  cost. 


21.141.  Then  you  would  not  retain  your  stan- 
dardized value  for  the  flock;  you  would  alter  your 
standardized  value  for  the  flock  every  year  ? A man 
has  got  a flock  of  300  ewes,  and  he  brings  in,  let  us 
say,  50;  the  standardized  figure  of  his  flock  you  would 
retain,  I assume,  at  which  his  first  valuation  stood? 
— Yes. 

21.142.  That  is  what  you  would  have.  It  would  not 

necessarily  be  a standardized  figure  for  everyone? 

No. 

21.143.  The  right  of  the  farmer  would  be  to  keep 
as  between  himself  and  the  Revenue  whatever  figure 
his  flock  was  entered  at  in  the  first  valuation  under 
which  he  came  under  Schedule  D;  he  would  retain 
that  figure? — Yes. 

21.144.  Then  there  could  be  no  alteration  either 
way;  nobody  could  gain  or  lose? — No. 

21.145.  Supposing  the  standardized  figure  of  his 
flock  is  60s.  per  head,  and  supposing  he  subsequently 
buys  in  50  ewes  in  a particular  year,  and  he  pays 
70s.,  would  you  alter  the  value  of  the  flock  the  follow- 
ing year  by  increasing  its  value  in  proportion  to  the 
price  that  he  paid  for  the  ewes  that  he  bought  in,  or 
would  you  not? — I think  I should  keep  the  flock  of 
sheep,  the  breeding  flock  that  is,  at  the  standardized 
price. 

21.146.  I may  say  that  if  that  is  adopted  that 
would  be  a reasonable  attitude.  In  the  same  way, 
of  course,  if  lie  bought  it  in  a very  cheap  time  at 
50s.  he  would  still  have  to  retain  the  value  of  his 
whole  flock  at  60s.  ? — I assume  so. 

21.147.  And  whatever  price  he  paid  for  making  up 
the  flock  he  would  still  retain  it  at  60s.  Assuming 
that  the  price  that  he  paid  for  his  additional  ewes 
would  represent  an  increased  value  in  sheep  stock 
there  should  be  an  increased  value  in  the  quality  of 
his  particular  flock;  when  sold  they  would  fetch 
more  money? — Yes. 

21.148.  And  you  get  your  return  there?— Yes. 

21.149.  That  would  apply  to  a pedigree  stock  and 
a breeding  stock  of  every  kind? — I presume  so. 

21.150.  Horses,  for  instance.  A man  has  a breed- 
ing stud  of  cart-horses  working  on  a farm.  I am 
not  speaking  of  a farm  of  the  pedigree  breeder,  which 
you  deal  with  here  separately,  which  is  purely  a 
pedigree  matter.  It  is  a common  thing  for  a man 
who  is  farming  on  a considerable  scale  to  keep 
pedigree  mares  which  he  works  on  his  farm  in  the 
normal  manner,  and  ho  breeds  pedigree  foals  from 
these  mares,  and  if  he  has  a sufficient  number  of 
mares  for  it  to  be  worth  his  while  he  purchases  a 
stallion,  and  that  would  be  part  of  his  breeding  stud  ? 

-Yes. 

21.151.  How  would  you  deal  with  that,  supposing 
Ins  stallion  wore  out  and  he  bought  a new  one  and 
paid  £100  more  than  lie  had  paid  for  the  old  one?— 

1 think  if  he  paid  £100  to  replace  the  old  stallion 
I should  charge  the  difference  between  the.  old  and 
the  new  stallions,  allowing  it  to  him  as  a working 
expense,  and  keep  the  stallion  at  the  standardized 
price  in  the  valuation. 

21.152.  That  would  involve  in  his  previous  valua- 
tions his  not  having  lowered  the  value  of  the  old 
stallion  as  he  got  older.  He  would  have  to  keep  the 
standardized  figure;  he  could  not  have  it  both  ways? 

— Hardly. 

21.153.  But  you  would  accept  a standardized  figure 
for  a stallion — what  he  paid  for  it? — Under  ordinary 
circumstances,  yes. 

21.154.  You  can  see  that  there  is  considerable  diffi- 
culty?—Yes,  there  is  a difficulty,  but  that  difficulty 
I take  it  would  not  be  so  apparent  if  a farmer  were 
transferred  to  a system  under  which  he  continued  to 
pay  on  actual  profits.  The  difficulty  is  more  apparent 
where  he  pays  upon  profits  in  one  year  and  upon  the 
Schedule  B assessment  in  another  year. 

21.155.  Then,  on  the  same  consideration,  take  corn 
grown  on  the  farm  and  consumed  there;  take  oats, 
for  instance? — Yes. 

21.156.  Oats  at  the  beginning  of  the  war  were 
worth  25s.  a quarter,  were  they  not? — I will  take  it 
from  you  that  they  were. 
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21  157-  You  may  take  it  from  me  that  that  is  so. 
Oats  now  are  worth  76s.  a quarter,  are  not  they? — I 
will  take  it  so. 

21.158.  On  arable  farms  a very  large  proportion  of 
the  oats  grown,  you  are  aware,  have  to  be  consumed 
on  the  farm? — Yes. 

21.159.  Especially  in  these  times  when  no  artificial 
feeding  stuffs  are  available? — Yes. 

21.160.  A man  may  grow  a very  large  acreage  of 
oats  and  he  may  have  no  oats  to  sell  at  all? — Yes. 

21.161.  Supposing  a man  in  his  original  valuation 
had  his  oats  still  standing  at  25s.  a quarter  and  oats 
were  now  worth  76s.,  should  you  suggest  that  he  ought 
to  put  up  the  valuation  at  the  end  of  the  year — put 
his  oats  up  to  76s.  or  to  any  sum  above  25s.,  when  all 
those  oats  were  going  to  be  consumed  on  the  farm? — 

I am  afraid  I do  not  follow. 

21.162.  A farmer  makes  up  his,  accounts  by  four 
items.  What  you  have  to  consider  are  four  items, 
two  credit  items  which  are  the  valuation  at  the  end 
of  the  year  and  his  receipts  during  the  year  ?— Yes. 

21.163.  And  there  are  two  debit  items  which  are 
his  valuation  at  the  beginning  of  the  year,  and  his 
outgoings  in  money  during  the  year? — Yes. 

21.164.  Therefore  his  valuation  at  the  end  of  the 
year  is  an  asset  which  comes  in  for  Income  Tax? — 
Yes. 

21.165.  If  he  has  grown  a crop  of  oats  and  if  at  the 

beginning  of  the  year  those  oats  are  entered  at  a 
certain  figure,  25s.,  which  was  the  pre-war  figure, 
and  if  during  the  year  the  price  of  oats  rises  to  a 
much  higher  figure — I will  not  take  76s.,  which  is  the 
present  value — and  the  end  of  his  year,  as  it  is  com- 
monly known  in  many  farms,  is  Michaelmas ? — 

Yes. 

21.166.  He  has  got  on  the  farm  his  entire  crop  of 
oats  for  the  year  in  stock? — Yes. 

21.167.  The  market  value  of  those  oats  last  year  is 
50s.  ? — Yes. 

21.168.  They  are  entered  in  his  valuation  at  the 
beginning  of  the  year  at  25s.,  a similar  crop;  that  is 
what  he  had  at  the  beginning  of  the  year.  We  will 
assume  the  same  quantity,  although  he  would  not 
grow  exactly  the  same  quantity;  it  is  near  enough. 
He  has  the  same  quantity  of  oats  from  the  previous 
harvest  the  year  before,  which  were  valued  at  25s.  ? — 
Yes. 

21.169.  He  did  not  sell  any  of  them;  he  consumed 
them  all  on  the  farm? — Yes. 

21.170.  At  the  end  of  the  year  he  has  a similar 
quantity  of  oats  worth  50s.  if  he  sold  them  in  the 
market? — Yes. 

21.171.  But  he  will  consume  them  all  on  the  farm 
again ; how  would  you  deal  with  that  ? — I think  in 
such  a case  as  that,  if  it  were  absolutely  certain  that 
they  were  to  be  consumed  upon  the  farm,  in  the  sub- 
sequent year  there  would  be  no  objection  to  taking 
those  oats  at  standardized  value. 

21.172.  Retaining  them,  you  mean,  at  the  original 
figure  of  25s.  ? — At  a fair  standardized  figure. 

21.173.  May  I suggest  to  you  that  the  fact  of 
whether  they  are  consumed  on  the  farm  or  not  you 
need  not  trouble  yourself  with,  because  if  they  are 
sold  they  will  come  in  in  the  other  item  of  profit, 
namely,  the  receipts.  Supposing  you  allow  the  whole 
of  those  oats  to  stand  still  at  25s.  ? — Yes. 

21.174.  And  suppose  instead  of  consuming  those 
oats  on  the  farm  the  farmer  buys  artificials  to  a cer- 
tain extent  and  sells  half  of  them  ? — Yes. 

21.175.  Then  you  will  get  your  Income  Tax  fairly 
on  the  difference  between  the  25s.  at  which  those 
oa.ts  are  entered  at  the  beginning  of  the  year  and  the 
50s.  at  which  they  are  actually  sold  ? — In  the  succeed- 
ing year. 

21.176.  Yes,  quite.  They  could  not  be  sold  until 
they  are  harvested  ? — I quite  agree,  if  that  farmer 
continues  to  pay  tax  on  actual  profits,  but  if  that 
farmer  one  year  elects  to  be  assessed  on  the  actual 
profits  and  in  the  succeeding  year  claims  to  be 
assessed  on  the  Schedule  B assessment,  as  he  can  do 
at  the  present  time,  we  then  lose. 


arland.  (J o } itinued . 


21.177.  Certainly,  but  what  I am  trying  to  get  at 
is  this : I am  assuming  that  your  suggestion  is 
adopted  of  taxing  on  Schedule  D. — Every  year? 

21.178.  In  a particular  case.  I am  taking  you  on 
your  own  suggestion,  not  that  every  farmer,  little 
and  big,  should  be  taxed  on  Schedule  D,  but  suppos- 
ing only  one  farmer  is  to  be  taxed  on  Schedule  D, 

I want  to  ascertain  on  what  system  you  would  arrive 
at  his  profits  in  the  matter  of  valuation,  and  that  is 
why  I am  asking  you  these  questions.  So  far,  you 
have  answered  me  perfectly  clearly,  and  my  objec- 
tions to  any  change  would  be  considerably  removed  if 
I am  perfectly  certain  that  there  will  be  no  attempt 
to  tax  the  farmer  on  the  increased  value  of  his  breed- 
ing stock  and  of  his  crops,  and  of  what  he  has  con- 
sumed and  used  on  the  farm? — Yes.  I should  like  to 
point  out  that  if  the  farmer  is  to  continue  to  be  taxed 
on  the  actual  profits  shown  by  his  accounts  one  year 
with  another  the  question  of  valuation  is  not  one  of 
such  very  great  importance.  The  question  of  valua- 
tion is  of  the  greatest  importance  when  a farmer 
changes  about  from  one  system  to  -another,  and  by  a 
method  of  valuation  is  enabled  to  show  his  profits  in 
a particular  year  when  he  elects  to  be  assessed  upon 
the  ordinary  Schedule  B basis  and  not  on  the  basis 
of  profits. 

21.179.  You  see,  you  and  I look  at  that  from 
opposite  points  of  view.  ^ ou  say  it  is  not  of  great 
importance  if  it  is  Schedule  D,  and  that  is  true ; it 
is  not  of  much  importance  to  the  Revenue  but  it 
would  be  of  great  importance  to  farmers.  The  other 
way  on  the  opposite  applies;  it  wouldbeof  the  greatest 
importance  to  the  farmer  under  Schedule  D if  after 
that  change  had  been  accepted  by  the  agricultural 
industry  the  Revenue  were  to  set  up  a claim  that 
they  should  charge  as  profit  to  put  in  the  value  of 
two  successive  crops  when  garnered  and  entered  in 
the  valuation  at  the  beginning  and  end  of  the  year. 
If  they  did  that  it  would  make  it  impossible,  because 
a man  would  have  to  pay  twice  over,  and  it  would 
be  in  the  hands  of  the  Revenue  to  do  it.  What 
guarantee  have  we  that  they  will  not  be  pressed, 
and  say  : “ here  is  a man  with  a crop  of  oats  worth 
35s.,  and  his  next  crop  is  worth  50s.  Why  should  he 
not  be  charged  on  that  just  the  same  as  a merchant 
on  his  stock-in-trade? — I do  not  see  that  he  would  be 
charged  twice  over.  Assuming  that  the  Revenue 
contended  that  the  oats  should  be  brought  in  at  the 
end  of  the  year  at  50s.,  there  would  be  a debit  of 
ihe  same  amount  in  the  succeeding  year. 

21.180.  That  would  not  help  him.  You  are  getting  the 
farmer  into  exactly  the  same  position  that  you  claim 
you  are  in  now.  Supposing  that  year  were  rather  a 
good  year,  the  farmer  would  pay  twice  iu  that  year. 
Where  one  item  of  agricultural  produce  is  high  it 
means  generally  that  they  are  all  high.  Where  one 
agricultural  price  rises  it  generally  means  that  all 
agricultural  prices  are  rising,  not  exactly  in  pro- 
portion, but  probably  so ; if  corn  is  high,  stock  is  high, 
and  so  on.  If  he  paid  on  the  increased  value  of 
his  oats,  and  he  fed  those  oats  to  his  stock,  and  his 
stock  were  sold  at  the  increased  price,  he  would  pay 
twice  over,  first  of  all  on  the  increased  value  that  he 
got  for  his  stock,  and,  secondly,  on  the  increased 
valuation  on  the  oats  that  he  fed  to  his  stock? — But 
those  oats  were  no  longer  in  existence;  they  do  not 
come  into  his  second  valuation  at  all. 

21.181.  They  are  not  in  existence  after  the  stock 
has  eaten  them,  but  he  has  paid  on  them? — They  do 
not  appear  in  his  valuation  at  the  end  of  the  second 
year. 

21.182.  Yes,  it  is  absolutely  so.  The  man  has  paid 
on  the  difference  between  the  two  crops  of  oats.  He 
has  a crop  of  oats  one  year  and  another  crop  the 
next  year.  The  first  crop  goes  into  his  valuation  at 
the  beginning  of  the  year  as  a debit ; the  second  crop 
gees  into  the  valuation  at  the  end  of  the  year  as  a 
credit,  and  there  is  a difference  of  £500  between  the 
value  of  those  two  crops.  If  he  had  to  enter  them 
at  market  value  he  would  be  credited  with  £500  profit, 
on  which  he  would  have  to  pay  Income  Tax,  and  he 
would  then  feed  those  same  oats  during  that  second 
year  to  his  stock,  and  some  of  that  stock  might  be 
sold,  and  probably  all  that  would  have  been  in  his 
valuation  at  the  beginning  of  the  year  also,  and  that 
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also  would  have  increased  in  value.  Then  he  would 
feed  his  valued  up  stock  with  his  valued  up  oats,  and 
he  would  sell  them  at  an  increased  price,  and  he 
would  be  charged  on  the  difference  between  that 
increased  price  and  the  low  valuation  at  the  begin- 
ning  of  the  year,  and  therefore  he  would  pay  twice 
over?— But  the  oats  that  had  been  written  up  at  the 
end  of  the  first  year  disappear  from  his  valuation  in 
the  second  year,,  he  gets  credit  for  their  written- 
up  value. 

21.183.  I do  not  think  he  gets  any  credit  for  it 
whatever.  Supposing  the  next  year  the  price  of  oats 
fell  again ; and  he  has  a very  bad  year,  and  pays  no 
Income  Tax  at  all ; he  gets  nothing  back.  Supposing 
the  first  year  he  makes  a profit  of  £2,000? 

21.184.  Sir  J.  Earmood-Banner : I should  like  to 
interpose  something  that  1 think,  if  I might  say  so, 
you  omit,  that  is  to  sa3r,  he  would  commence  the  year, 
when  he  sold  his  stock  at  the  high  price,  with  the 
oats  at  the  high  price  at  which  they  had  been  put  in 
the  previous  year  so  it  would  not  come  in  twice.  He 
debits  the  stock  at  the  higher  value  to  start  his 
account  with.  I am  only  speaking  as  a matter  of 
book-keeping;  it  is  not  a question  of  paying  twice 
over.  He  would  have  to  start  his  debit  with  a high 
price. 

21.185.  Mr.  Pretyman:  I think  you  would  find  it 
is  so,  because  at  the  time  of  the  high  price  of  oats, 
when  the  second  valuation  is  made,  he  would  also  be 
selling  stock  at  a high  price  which  were  fed  with 
the  cheap  oats  of  the  year  before.  He  would  have 
to  pay  on  the  difference  between  the  high  price  at 
the  tmie  he  sold  and  the  low  price  of  the  valuation 
at  the  beginning  of  the  year,  and  he  would  also  have 
to  pay  on  the  increased  price  of  the  oats;  the  oats 
W°oi  icTaVe-  been  risinS  in  price  all  that  year. 

21.186.  Sir  J.  Earmood-Banner:  For  that  year, 
but  the  next  year  he  would  start  his  year  with  the 

Price  oats  as  a debit.  He  puts  his  animals  in 
at  that  price,  and  it  would  only  come  in  once,  and  not 
twice  over. 


, 21>187-  Mr.  Pretyman:  I did  not  mean  twice  in 
two  succeeding  years.  I am  glad  that  you  put  that 
point.  \\  hen  I said  twice  I meant  that  he  would 
pay  twice  on  the  increased  value  of  the  oats,  once  on 
the  increased  value  of  the  oats  themselves,  and  once 
on  the  increased  value  in  the  animal  which  thev 
were  fed  to. 

. 2MS8.  Sir  J.  Earmood-Banner : But  he  gets  the 
benefit  of  the  heavier  cost  as  a debit  to  reduce  the 
high  cost  of  the  animal. 


21,189.  Mr.  Pretyman : That  is  exactly  the  point  1 
was  eommg  to  when  you  interrupted  me;  that  is 
exactly  where  the  Revenue  would  find  themselves  in 
the  position  that  the  farmer  is  in  now.  In  that 
year  ot  the  rising  price  the  farmer  makes  a profit. 
I suggest  that  he  pays  twice  over  on  his  oats,  once 
on  their  valuation  value  and  once  on  their  value  fed 
to  the  stock  which  he  has  sold.  He  pavs  we  will 
say,  on  £2,000  profit,  which  he  has  made  in'  that  year 
ihe  next  year  is  a year  of  falling  prices.  It  is 
qmte  true  that  he  gets  in  his  valuation  the  benefit 
ot  the  fall  in  the  price  of  oats  and  the  benefit  in  the 
tall  in  the  price  of  stock,  and  the  probability  is  he  will 
have  no  Income  Tax  to  pay  at  all. 

21’190-  MJ-  Btrley.  Is  not  that  exactly  the  same  as 
any  trader? 

21,191  Mr  Pretyman:  No,  it  is  not  the  same  as 
any  trader,  because  there  is  not  the  same  mixture 
However,  perhaps  I may  go  on  with  the  witness. 

91  Too71  : The  next  year  he  makes  a loss?— Yes 

21,192.  You  cannot  take  it  beyond  the  position  of 
his  having  no  Income  Tax  to  pay  in  the  year  of  loss, 
wdl  S/OU  Charge  hlm  0n  an  aT«wge  of  years.  He 
he  bffmn.°lC<>mP^Satl0n  f?r  th0  heav7  over-payment 
he  has  made  on  the  sum  of  the  two  years  ? That  de 

larSe!y  on  the  attitude1  that  the  Com- 
yea™  If  V"  5°  k*®*  in  subsequent 

years.  If  they  transfer  the  method  of  assessment 

under  Schedule  D.  from  a three  years"  avera^cne 

o^losse^11”16  th<i7  WI"  “ake  Provisi™  forS  writing 

T Sliu  ??enion  **>e  question  of  the  amenity  rents 
I should  hke  to  ask  you  a question  of  administra! 
twn.  It  says  in  paragraph  28  of  your  second  paper  : 


“ whefe  proved  to  the  satisfaction  of  the  In- 

come Tax  Commissioners  concerned  that  any  person 
occupying  any  lands  and  assessed  to  Income  Tax  iu 
respect  thereof  under  Schedule  B is  not  occupying 
those  lands  for  the  purpose  of  husbandry  only  0r 
mainly  for  those  purposes.”  That  has  a double 
action,  because  there  are  a good  many  parks  which 
are  used  in  connection  with  farms,  either  an  adioin 
ing  farmstead,  which  is  let  to  a tenant,  or  a horn.' 
farm,  which  is  occupied  by  the  owner.  The  park  is 
very  often  a very  valuable  part  of  the  grazing  of  that 
farm? — Yes. 

21.194.  In  that  case  it  should  be  assessed  with  the 
farm  under  the  existing  Schedule  B and  D arrange- 
ments?—I am  afaid  I do  not  quite  follow  that. 

21.195.  Where  the  grazing  of  a park  is  let  with  a 

farm  as  part  of  a farm ?— And  included  in  the 

rent  of  a farm? 

21.196.  And  included  in  the  rent  of  the  farm— or 
where  the  owner  gets  it  as  part  of  the  home  farm  are 
they  entitled  then  to  treat  it  as  part  of  the  farm 
and  take  it  under  the  same  conditions  as  you  outlined 
under  Schedule  B? — And  to  claim  to  be  assessed  under 
Schedule  D? 

21.197.  Yes? — I think  not. 

, 2M®8-  ] Because  there  has  been  some  benefit 

derived  from  the  land  which  is  not  covered  by  the 
profits  which  are  made  by  the  farm.  The  land  is 
really  .being  occupied  in  a dual  capacity,  partly  for 
pleasure  purposes  and  partly  for  the  purposes  of 
farming. 

21.199.  How  is  it  being  occupied  for  pleasure  pur- 
poses?—I understood  you  to  say  it  was  a park,  and 
I assume  from  that  that  it  is  a park  that  is  used 
partly  tor  other  purposes  than  purposes  of  agriculture. 

21.200.  What  other  purposes  would  it  be  used  for? 
A park  which  is  attached  to  a mansion  can  be 
grazed  and  used  as  part  of  a farm  and  is  often  just 
as  good  as  any  other  part  of  the  farm?— It  can  but 
1 take  it  in  addition  to  that  there  is  a use  being 
made  of  it  as  one  of  the  amenities  attached  to  the 
house. 

21.201.  That  use  would  require  some  definition, 
would  it  not?— I do  not  know  that  I can  say  that 
there  is  any  definition  required.  The  occupier  of 
the  place  is  deriving  two  benefits  from  it.  partly  the 
grazing,  which  he  uses  in  connection  with  the  farm, 
and  partly  the  occupation  of  pleasure  or,  as  it  was 
described  in  one  of  the  cases,  “ profit  of  enjoyment.” 

21.202.  As  regards  kitchen  gardens,  what  is  the 
law  about  that?  Is  there  not  a certain  limil- 
beyond  a certain  acreage,  is  it  not?— One  acre  is  in- 
cluded with  the  Inhabited  House  Duty. 

21.203.  And  then  after  that  it  is  charged  on  occupa- 
tion value  under  Schedule  B? Yes. 

21.204.  Once  the  valuation  and  not  twice?— I sup- 
pose it  would  be. 

21.205.  Well,  it  is  so,  is  it  not?— Yes. 

21.206.  That  is  the  occupation  value  which  the  man 
has  in  trading  with  himself  ?— Practically. 

21.207.  It  is  rather  outside  the  principle  of  the  In- 
come Tax,  is  it  not?— Hardly. 

21.208.  Mr.  Walker  Clark:  In  reference  to  para- 
graph 11  of  your  paper  No.  II.  on  the  heavy  burden 
of  local  taxation  to  some  extent  compensating  for  the 
advantage  to  the  farmer,  that  heavy  burden  of  local 
taxation  is  not  peculiar  to  farmers,  is  it? — It  is  not 
peculiar  to  farmers. 

21.209.  Nor  is  it  worse  in  the  case  of  farmers  than 
it  is  in  the  case  of  shops? 

21.210.  Mr.  Pretyman:  I should  like  to  ask  a ques- 
tion on  that,  if  that  is  pressed  ? — I would  rather  not 
express  an  opinion  on  that. 

21^211.  Mr.  Walker  Clark:  One  point  with  reference 
to  the  farmer’s  stock ; you  suggest  that  a certain 
proportion  of  his  stock  should  be  standardized  stock  ? 

— Yes. 

21.212.  That  is  done  at  present  under  Schedule  D 
in  other  industries?— In  the  case  of  a plant,  yes. 

21.213.  Would  you  allow  wear  and  tear  allowance 
or  an  equivalent  to  wear  and  tear  allowance? — No,  I 
think  not. 

21^214.  Do  you  not  think  that  the  question  raised 
by  Capt.  Pretyman  would  be  met  absolutely  if  the 
same  principles  were  allowed  in  farming  stock  that 
you  have  now  in  the  stock  of  the  spinner  or  manu- 
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facturer? — I think  the  two  are  hardly  parallel,  be- 
cause in  the  case  of  the  breeding  stock  we  are  con- 
stantly allowing  replacements. 

21.215.  You  suggest,  in  one  of  the  paragraphs  of 
you  second  paper,  that  certain  exceptions  might  be 
allowed.  In  paragraph  21,  you  suggest  three  alter 
native  methods  ? — Yes. 

21.216.  In  the  first  sub-paragraph,  you  suggest  that 
below  a certain  rental  Schedule  D should  operate, 
and  above  that  rental  the  old  method  of  doubling  the 
rate? — No,  the  reverse:  above  the  certain  rental, 
Schedule  D,  and  below  the  rental,  the  other.  This 
is  as  a tentative  measure. 

21.217.  What  do  you  suggest,  would  be  a fair 
thing  to  commence  Schedule  D at?  At  present  it 
is  £65,  is  it  not? — This  is  not  exemption;  this  is 
assessment. 

21.218.  Below  £65  he  would  be  exempt? — Yes. 

21.219.  At  what  figure  would  you  commence  on 
Schedule  D?  You  put  in  here  50,000  at  a rental 
exceeding  £200  a year? — I have  the  figure  also  foi 
farmers  exceeding  £100  a year,  which  we  estimate 
at  150,000  in  number  • 

21.220.  Would  you  begin  there? — I would  begin 
higher  than  that. 

21.221.  £200? — I think  I would  rather  leave  that  t;. 
the  Commission  to  determine.  I would  rather  express 
no  opinion  on  that  point;  it  is  a matter  for  the 
Commission  to  determine. 

21.222.  There  are  a very  large  number  of  men 
who  are  using  land  in  their  occupation  who  arc 
already  paying  under  Schedule  D,  where  they  are 
cattle  dealers,  or  butchers,  or  market  gardeners?— 
Yes. 

21.223.  Many  of  them  pay  a much  smaller  rent 
than  £200  a year? — Yes. 

21.224.  And  they  have  to  submit  to  you  a trading 
account  already? — Yes. 

21.225.  Therefore  the  option  given  to  farmers 
of  rendering  a trading  account  is  already  met,  to 
some  extent? — Every  farmer  has  the  option  of  sub 
mitting  a trading  account  and  claiming  to  be  assessed 
under  Schedule  D,  if  he  thinks  fit. 

21.226.  But  if  it  was  made  obligatory  to  come 
under  Schedule  D,  you  have  already  a very  large 
number  of  men  who  are  supplying  you  with  that 
information?— Not  a very  large  number. 

21.227.  Mr.  Marks : Assuming  that  farmers  cannot 
be  assessed  under  Schedule  D,  can  you  suggest  any 
better  method  of  assessing  them  than  the  existing 
one,  namely,  twice  the  annual  value? — No. 

21.228.  On  the  matter  of  Ireland,  do  you  agree 
speaking  generally,  that  Ireland  is  much  more 
leniently  treated  in  the  matter  of  income  taxation 
than  any  other  part  of  the  United  Kingdom? — Yes. 

21.229.  And  that  owing  to  the  conditions  under 
which  ihe  Irish  Income  Tax  payer  is  assessed,  the 
application  of  the  general  rules  creates  anomalies 
as  between  various  taxpayers  in  Ireland? — Yes. 

21.230.  That  is  to  say,  you  consider  that  the  In 
come  Tax,  as  applied  to  Ireland,  requires  readjust- 
ment, both  as  regards  the  relations  between  Ireland 
and  the  rest  of  the  United  Kingdom,  and  as  regards 
relations  between  Irishmen  themselves? — Yes. 

21.231.  Is  there  a limit  of  valuation  for  assess- 
ment in  Ireland? — Only  the  limits  that  are  implied 
by  the  exemption  limit  as  in  England. 

21.232.  That  is  what  I had  in  mind ; the  limit  is 
half  the  limit  of  exemption,  is  it  not — in  the  present 
case,  £65  a year? — The  same  limits  apply  to  Ireland 
as  to  England,  as  regards  Schedule  B. 

21.233.  Is  nobody  assessed  unless  he  is  assumed  to 
receive  more  than  half  the  exemption  limit? — The 
exemption  limit  is  the  same  in  Ireland  as  in  England ; 
and  in  the  case  of  farms,  double  the  valuation  is  the 
basis  of  the  limit  of  exemption,  assuming  that  a 
man  has  no  other  assessable  income. 

21.234.  It  is  not  the  same  system  as  is  used  in 
England,  is  it? — Yes. 

21.235.  The  effect  of  the  method  in  Ireland  is  that 
practically  all  farmers  under  a valuation  of  £65  a 
year  escape  Income  Tax  altogether,  do  they  not? — 
Yes.  To  the  double  valuation  is  added,  however,  the 
annual  value  of  any  tenant  right  assessable  under 
Schedule  A. 


21.236.  I am  afraid  I do  not  quite  follow  that? — 
May  I give  an  example?  Assuming  a man  with  a 
valuation  of  £70  and  a beneficial  interest — I am 
leaving  out  of  the  question  the  variation  that 
is  brought  in  by  the  later  Act — take  an  ordinary 
rent,  assume  a man  witli  a valuation  of  £70,  and 
paying  a rent  of  £40,  we  should  charge  him  on  double 
the  valuation  under  Schedule  B.,  that  is,  £140,  and 
also  on  the  difference  between  the  valuation  and  the 
rent,  £30 ; so  that  the  total  assessment  would  be 
£170. 

21.237.  Supposing  his  valuation  were  £60,  would 
it  oe  exactly  tlie  same? — Yes. 

21.238.  Are  you  sure  that  he  does  not  escape  assess- 
ment in  that  case? — If  the  rental  was  still  £40.  he 
would  not  escape  taxation,  because  of  the  beneficial 
interest. 

21,2o9.  What  I really  want  to  get  at  is  this.  Does 
not  this  arrangement,  by  which  the  limit  of  valuation 
tor  assessment  is  only  une  half  the  exemption  limit, 
enable  a great  many  farmers  in  Ireland  who  ought 
to  pay  tax  to  escape  it,  if  we  say  that  the  same  class 
of  farmer  in  Ireland  should  pay  tax  as  in  England? 
— No,  I think  not,  apart  from  the  general  question 
of  inadequate  valuation. 

21.240.  Sir  J.  Harmood-Banner:  You  were  dealing 
with  stocks  just  now.  Is  it  not  a fact  that  a White 
Paper  lias  oeen  issued  by  Somerset  House  which 
deals  with  that,  and  which,  subject  to  certain  pro- 
visions as  regards  the  basis  of  stocks,  directs  that 
stocks  should  be  valued  at  cost  or  market  value, 
whichever  is  lower? — Yes. 

21.241.  And  that  valuing  them  on  that  basis, 
would  have  prevented  the  injustice  which  was  put  to 
you  or  a farmer  having  to  value  his  stocks  at  a high 
market  price,  to  the  detriment  of  his  profit  and  loss 
account? — Yes,  but  I take  it  the  difficulty  with  the 
farmer  is  that  he  is  unable  to  ascertain,  as  a rule, 
the  cost. 

21.242.  Mr.  Fretyman  : Where  he  is  breeding. 

21.243.  Sir  J.  Harmood-Banner:  Is  it  not  the  fact 
that  he  can  make  up  the  cost  of  his  oats  pretty 
much  in  the  same  way  as  an  ironmaster  can  make 
up  his  costs?  I think  you  will  find  it  comes  to  the 
same  thing.  With  regard  to  the  questions  which 
were  put  to  you  about  the  farmer,  is  there  any 
difference  really  between  a farmer  and  any  other- 
trader,  in  the  making  up  of  his  costs  and  profit  and 
loss  account,  except  the  fact  that  he  has  a right  to 
come  under  Schedule  B? — I take  it  the  difference 
between  the  two  is  that,  in  the  case  of  the  farmer, 
he  has  very  great  difficulty  in  arriving  at  the  cost  of 
any  particular  portion  of  the  stock. 

21.244.  I was  venturing  to  suggest  that  a manu- 
facturer has  very  much  the  same  difficulties  in  arriv- 
ing at  his  cost  as  well.  I see  you  put  in  a clause  here 
about  timber,  and  also  about  farmers’  Schedule  B 
and  Schedule  D.  Under  “ Timber  ” there  is  a right 
of  election,  Schedule  B or  Schedule  D;  but  once 
having  made  that  election,  the  owner  of  the  wood- 
lands is  tied  to  that  selection? — Yes. 

21.245.  Does  not  the  farmer  get  enormous  privi- 
leges in  being  able,  when  he  is  making  a big  profit, 
to  go  under  Schedule  B,  and  when  he  is  making  a 
small  profit,  to  go  under  Schedule  D? — Yes. 

21.246.  I see  you  make  the  suggestion  that  the  only 
way  to  remedy  this  is  that  he  should  be  tied  in  the 
same  manner  as  in  the  case  of  woodlands ; having 
once  made  his  selection,  he  should  be  bound  by  that 
selection  for  the  rest  of  his  trading? — Yes. 

21.247.  When  he  has  selected  Schedule  D,  when  he 
can  make  up  his  accounts  for  his  own  advantage  by 
keeping  accounts  suitable  for  that  purpose,  he  should 
be  compelled  to  stick  to  Schedule  D for  the  rest  of 
his  days? — Yes. 

21.248.  Have  you  any  return  you  can  give  us  to 
show  how  many  selections  have  been  made  from 
Schedule  B to  Schedule  D,  and  then  back  again  from 
Schedule  D to  Schedule  B?  Are  there  many  varia- 
tions of  that  description?  You  do  not  give  us  the 
numbers  here  as  to  how  far  farmers  use  that  great 
privilege  of  going  from  one  to  the  other,  according 
to  their  profit  and  loss  accounts? — Those  figures  can 
in-  obtained,  but  I have  not  them  now. 
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21.249.  Sir  J.  Harmood-Banner : I think  it  might 
be  of  interest  if  we  had  them,  to  show  how  far  the 
farmers  use  this.  Then  I do  not  put  any  questions 
about  Ireland,  because  it  seems  so  full  of  anomalies. 

21.250.  Chairman : Mr.  Geoffrey  Marks  examined 
on  that. 

21.251.  Sir  J.  Harmood-Banner : Yes.  There  are 
so  many  anomalies  once  we  start.  As  regards 
Schedule  A,  you  do  not  mention  at  all,  as  regards 
valuations,  how  far  you  could  use  the  Assessment 
Committees,  say,  of  the  Parish  Council,  or  the  County 
Council,  or  of  the  Local  Government  Board  P Do  you 
not  make  use  of  them  to  a very  great  extent  in 
basing  your  assessment  for  Schedule  A? — In  prepar- 
ing our  Schedule  A assessments,  the  Assessor  is  pro- 
vided with  a copy  of  the  most  recent  Poor  Rate,  and 
be  works  upon  that  ; when  making  his  assessment  he 
nas  of  course  before  him  the  values  which  have  been 
placed  upon  the  various  properties  by  the  Assessment 
Committee,  and  which  are  at  that  time  in  force. 

21.252.  So  that  when  you  make  your  suggestions 
Here  about  difficulties  in  getting  it  through,  do  not 
those  rate  books  help  you  much,  and  would  not  they 
lighten  your  work,  or  enable  you  to  do  it  within  a 
limited  period  ? — They  are  only  the  groundwork  which 
we  have  always  had.  They  are  only  the  foundation 
on  which  we  build.  I think  our  position  in  the  future 
will  be  just  the  same  as  it  was  in  the  past. 

21.253.  You  use  the  foundation  a very  great  deal, 
do  you  not? — Only  as  the  groundwork  on  which  we 
build  our  own  valuation. 

21.254.  Speaking  from  some  experience,  I have 
found  the  rate  book  and  assessment  under  Schedule  A 
nearly  always  tally  ? — That  does  not  entirely  accord 
with  my  own  experience.  It  may  be  that  in  some 
very  well-rated  towns  the  gross  estimated  rental  is 
often  very  similar  to  our  Schedule  A assessment,  but 
those  are  the  exceptions. 

21.255.  Do  you  find  that  there  are  considerable 
differences  between  your  assessments  and  the  rate 
book  assessments? — Very  frequently. 

21.256.  In  what  way  do  you  deal  with  the  big 
houses  which  are  owned  by  proprietors?  Is  it  not  the 
fact  that  when  changes  are  made,  and  those  houses 
are  let,  it  very  frequently  happens  that  the  new 
tenant  is  at  once  assessed  at  a much  higher  rate  than 
the  old  proprietor  of  that  house  was  assessed  at? 
Take  a big  house;  it  is  assessed  perhaps  at  £200  a 
year — nothing  approaching  the  amount  based  on  cost ; 
it  is  let  to  someone  who  takes  it  at  £500  a year ; then 
the  assessment  is  at  once  put  up  to  £500  a year, 
naturally;  but  I want  to  call  your  attention  to  the 
fact  that  you  have  allowed  it  for  many  years  in  many 
cases  to  remain  at  a very  low  rent  in  the  hands  of 
the  original  proprietor,  and  no  rise  has  taken  place 
until  it  is  let? — We  hope  to  get  over  that  difficulty  in 
the  future  by  the  suggestion  that  we  are  making, 
that  in  those  cases  we  shall  be  able  to  call  to  our 
assistance  the  Valuation  Department  of  the  Board 
of  Inland  Revenue.  I make  that  suggestion,  I think, 
in  paragraph  7 of  my  paper  No.  I.,  on  Schedule  A. 

21.257.  Whereabouts  in  paragraph  7? — In  the 
second  sub-paragraph. 

21.258.  Mr.  McLintoch  : You  generally  speak  of  the 
one-sixth  allowance  as  being  for  repairs  alone? — Yes. 

21.259.  There  are,  of  course,  additional  burdens  on 
the  owner  of  the  property,  in  the  shape  of  insurance 
and  management? — Yes. 

21.260.  And  owners  look  upon  that  one-sixth  as  an 
allowance  to  cover  all  three.  Do  you  suggest  that  in 
the  smaller  class  of  property  generally,  the  present 
one-sixth  is  not  inadequate?— No,  I think  that  in  the 
case  of  the  smaller  property  it  probably  is  inadequate, 


but  I am  unable  to  make  any  definite  suggestion  in 
the  absence  of  any  exact  figures. 

21.261.  You  would  agree  that  the  average  of  the 
past  five  years — if  there  are  deferred  repairs,  as  you 
indicate  there  have  been — will  give  anything  but  a 

true  measure  of  the  normal  annual  repair  charge? 

Probably. 

21.262.  Especially  when  the  costs  are  so  high  as 

compared  with  the  average  of  the  five  years? 

Probably. 

21.263.  Do  you  hold  the  view  that,  in  the  smaller 
property  particularly,  the  one-sixth  allowance  should 
be  increased  ?— I think  it  is  at  present  probably 
inadequate. 

21.264.  Therefore  the  taxable  income  is  generally 
in  excess  of  the  net  income? — Probably. 

21.265.  Would  you  draw  a distinction  between 
small  houses  and  other  classes  of  property,  and  sug- 
gest that  the  one-sixth  is  adequate  for  such  property 
as  larger  houses,  office  property,  and  shop  property? 
— There  is  no  evidence  that  has  come  before  us  at 
present,  in  the  case  of  large  property,  to  show  that 
it  is,  over  a series  of  years,  inadequate. 

21.266.  In  these  cases,  the  present  allowance  is 
adequate  to  cover  repairs,  insurance  and  manage- 
ment, but  in  the  smaller  dwellings,  of  rents,  say, 
from  £30  downwards,  the  one-sixth  is  inadequate, 
and  likely  to  remain  so? — I should  think  it  is 
probable  that  it  is  inadequate  in  the  case  of  small- 
house  property. 

21.267.  And  likely  to  remain  so? — It  is  rather  diffi- 
cult to  forecast  the  future. 

21.268.  Mr.  Pretyman : I think  we  have  not  any 
other  official  witness  about  woodlands.  You  state  in 
paragraph  23  of  your  Schedule  B paper:  “ It  is  sug- 
gested the  objection  will  be  met  if  an  election  to  be 
assessed  under  Schedule  D were  made  irrevocable,  as 
in  the  case  of  woodlands  ”? — Yes. 

21.269.  Do  you  suggest  there  is  a free  choice  as 
between  Schedule  B and  Schedule  D in  the  owner  of 
woodlands  ? — Yes. 

21.270.  That  is  not  so  in  practice,  I may  say.  1 
will  give  you  my  own  experience.  I happen  to  own 
woodlands  in  two  counties.  The  condition  of  the 
choice  is,  of  course,  that  these  woodlands  must  be 
carried  on  on  a commercial  basis? — Yes. 

21.271.  I carry  on  my  woodlands  in  both  cases  on 
an  absolutely  commercial  basis.  In  one  county  the 
acreage  is  large;  in  the  other  county  the  acreage  is 
small.  The  management  is  identical.  I was  refused 
Schedule  D in  the  small  case,  and  granted  it  in  the 
large  one;  and  the  ground  given  was  that  the  Inland 
Revenue  Commissioners  refuse  to  allow  any  wood- 
lands to  be  put  under  Schedule  D,  where  the  acreage 
is  below  a certain  figure? — I find  nothing  of  that  kind 
in  the  Act. 

21.272.  Is  that  a ruling  of  the  Inland  Revenue?— 

I am  not  aware  of  such  a ruling. 

21.273.  I have  experienced  that  myself;  so  that 
there  is  no  free  choice,  apparently,  at  present? — I 
was  not  aware  of  such  a ruling.  I shall  be  very 
pleased  to  look  into  it. 

21.274.  You  do  not  know  of  any  ruling  to  that 
effect? — I do  not. 

21.275.  Merely  on  the  ground  that  the  acreage  was 
below  a certain  figure? — I am  not  aware  of  that;  I 
can  look  into  it. 

21.276.  Sir  W.  Trower  : Would  it  be  desirable  that 
we  should  have  a note  sent  about  that? 

21.277.  Chairman:  You  will  make  inquiry  in 

regard  to  Mr.  Pretyman’s  question? — I will,  my 
lord. 

21.278.  Thank  you  for  your  evidence. 
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Mr.  F. 


Towle  and  Mr.  W.  8.  Best,  on  behalf  of  the  Association  of  Tax  Surveying  Officers,  called 
and  examined. 


The  witnesses  handed  in  the  following  statement 
■ their  evidence-in-chiei : — 


Proof  of  evidence  to  be  given  on  behalf  of  the 
Association  of  Tax  Surveying  Officers  by  W.  S. 
Best,  a Superintending  Inspector  of  1 axes  arid 
a Vice-president  of  the  Association,  and  U . b. 
Towle,  an  Inspector  of  Taxes,  on  the  subject 
of  evasion  of  Income  Tax. 


Introductory. 

21  279  (1)  The  Association  of  Tax  Surveying 
Officers  was  founded  in  1901.  Its  principal  object  is 
to  consider  all  matters,  whether  legislative  or  adminis- 
trative, affecting  H.M.  Inspectors  of  Taxes.  These 
officers  were  until  recently  designated  Surveyors  of 
Taxes  and  they  are  so  referred  to  throughout  this 
evidence.  The  membership  of  the  Association  con- 
sists of  more  than  90  per  cent,  of  the  total  surveying 

St  21  280.  (2)  An  outstanding  feature  of  the  Associa- 
tion’s organisation  is  its  highly  developed  machinery 
for  ensuring  full  discussion  of  the  varied  technical  and 
administrative  problems  which  constantly  arise  out  of 
the  complex  duties  entrusted  to  Surveyors  of  Taxes, 
and  for  ascertaining  the  considered  judgment,  with 
regard  to  these  matters,  of  the  Service  as  a whole. 
Every  member  of  the  Association  throughout  the 
United  Kingdom  is  allocated  to  a particular  Advisory 
Council,  according  to  the  locality  in  which  his  district 
is  situated.  Meetings  of  these  Advisory  Councils  are 
held  at  frequent  intervals,  and  at  these  meetings  all 
matters  of  moment  affecting  the  Service  are  debated. 
The  conclusions  arrived  at  are  communicated  to  the 
other  Advisory  Councils  and  to  the  General  Com- 
mittee of  the  Association  (a  body  elected  annually). 
A general  meeting  of  the  Association  is  held  every 
year,  and  when  required  special  general  meetings  also 
are  held.  At  these  meetings  the  policy  of  the  Associa- 
tion on  the  major  matters  coming  up  for  discussion 
is  determined,  and  the  necessary  action  decided  upon 
for  carrying  these  decisions  into  effect. 

A powerful  aid  to  discussion  and  to  the  formation 
of  considered  opinion  is  also  afforded  by  a confidential 
periodical  known  as  the  “ Quarterly  Record.”  This 
publication  is  the  official  organ  of  the  Association, 
and,  as  its  name  implies,  is  issued  quarterly  to  all 
members.  To  the  pages  of  this  periodical  articles  are 
contributed  on  subjects  of  technical  or  administrative 
interest  by  Surveyors  who  have  made  a special  study 
of  them,  a prominent  feature  being  the  discussion  of 
all  High  Court  decisions  that  bear  on  the  work  of 
Surveyors. 

The  evidence  which  follows  has  been  prepared  by  a 
special  Committee  of  which  both  witnesses  are  mem- 
bers. Mr.  Best’s  service  in  the  Taxes  Branch  extends 
over  a period  of  21  years,  of  which  20  years  have  been 
spent  in  districts  and  one  year  on  the  Head  Office 
relief  staff.  Mr.  Towle  has  served  over  17  years,  of 
which  15  have  been  spent  in  districts  and  two  as  a 
member  of  the  Head  Office  investigation  staff. 


General. 

21.281.  (3)  From  the  nature  of  their  work,  Sur- 
veyors of  Taxes  are  aware  that  the  evil  of  fraudulent 
evasion  of  tax  is  widespread,  and  that  there  is,  in  con- 
sequence, a grave  loss  of  revenue  to  the  Exchequer. 

21.282.  (4)  The  detection  and  investigation  of 
fraud  depend  mainly  upon  the  vigilance  of  the  Sur- 
veyors, and  the  purpose  of  the  Association’s  present 
evidence  is  : — 


(a)  to  deal  with  the  opportunities  available  to 

Surveyors  for  the  discovery  of  fraud,  and 
the  powers  possessed  by  them  for  dealing 
with  fraud  when  detected; 

( b ) to  submit  for  the  consideration  of  the  Royal 

Commission  a number  of  suggestions  having 
for  their  object  the  better  safeguarding  of 
the  Revenue. 


21.283.  (5)  We  agree  generally  with  the  evidence- 
in-chief  on  the  subject  of  evasion  of  tax  given  on  behalf 
of  the  Board  of  Inland  Revenue  by  Mr.  E.  Stanford 
London. 

21.284.  (6)  Ordinarily,  the  Surveyor  of  Taxes, 
when  he  discovers  a case  of  fraud,  investigates  it  to 
the  extent  of  his  power's,  and  then  submits  to  the 
Board  of  Inland  Revenue  a report,  showing  the  loss 
of  duty,  the  nature  of  the  frauds,  the  statutory 
penalties  incurred,  and  his  suggestions  for  dealing 
with  it. 

21.285.  (7)  In  all  but  a few  cases,  in  which  either 
civil  or  criminal  proceedings  are  instituted,  the  Board 
accept  in  settlement  a sum  of  money,  never  more 
than,  and  usually  much  less  than  the  statutory 
penalties  incurred.  The  Board  have  no  power  and 
make  no  attempt  to  insist  on  such  a settlement,  and 
in  every  case  in  which  they  agree  to  it,  it  is  a con- 
cession chosen  by  the  offender  in  lieu  of  the  more 
severe  statutory  penalties  which  might  be  sued  for. 

Various  forms  of  fraud  and  evasion. 

21.286.  (8)  There  is  a considerable  amount  of 
evasion  under  Schedule  E,  particularly  by  those  con- 
cerned in  the  management  of  private  limited  liability 
companies.  Evasion  also  occurs  through  incorrect 
statements  of  total  income  submitted  for  the  purpose 
of  obtaining  relief. 

The  total  amount  of  duty  lost,  though  important,  is 
small  in  comparison  with  that  lost  under  Schedule  D, 
and  the  greater  part  of  this  evasion  would  be  checked 
by  the  augmented  powers  of  obtaining  information 
and  inspecting  books  proposed  in  connection  with  the 
latter  Schedule,  and  the  balance  can,  to  a large  ex- 
tent, be  dealt  with  administratively  when  adequate 
staff  is  available. 

21.287.  (9)  Evasion  exists  in  varying  degrees  xinder 
all  the  Cases  of  Schedule  D.  Deposit  interest  is  very 
often  omitted  from  returns,  frequently  through 
ignorance  or  carelessness.  The  only  means  of 
enabling  such  omissions  to  be  detected  would  be  to 
require  banks  to  supply  annually  lists  of  depositors 
with  the  amounts  of  interest  credited  to  each.  The 
checking  of  returns  of  foreign  income  presents  special 
difficulties.  Employees’  returns,  being  checked  with 
lists  of  emoluments  supplied  by  employers,  afford 
little  scope  for  fraud  except  in  comparatively  rare 
cases  of  collusion. 

The  most  serious  evasion  occurs  in  connection  with 
the  profits  of  trade.  It  is  proposed  to  deal  with  this 
in  two  parts  : (1)  inadequate  returns,  (2)  fraud  in  con- 
nection with  accounts. 

Inadequate  returns  of  profits  under  Schedule  D. 

21.288.  (10)  The  Surveyor  of  Taxes  is  expected  to 
avail  himself  of  every  legitimate  source  of  information 
relating  to  the  profits  and  income  of  persons  within 
his  district,  and  thereby  he  frequently  discovers  that 
returns  are  inadequate,  or  that  traders,  previously 
regarded  as  exempt,  are  liable  to  pay  tax.  In  the 
main,  however,  he  depends  upon  special  enquiries 
made  by  him  in  selected  cases.  The  extent  to  which 
he  can  exercise  either  form  of  investigation  is  limited 
by  the  time  and  staff  at  his  disposal. 

21.289.  (11)  The  Chief  Inspector  of  Taxes,  in  his 
evidence,  described  the  procedure  of  making  assess- 
ments, and  it  will  be  within  the  recollection  of  the 
Commission  that,  after  the  returns  under  Schedule  D 
have  been  entered  by  the  Clerk  to  Commissioners  into 
the  assessment  books,  the  books  and  returns  are  de- 
livered to  the  Surveyor.  He  examines  the  returns, 
makes  such  enquiries  as  seem  to  him  to  be  desirable, 
and  afterwards,  in  conjunction  with  the  Assessor, 
enters  into  the  assessment  books — in  readiness  for  con- 
sideration by  the  Additional  Commissioners — the 
amounts  of  profits  which  he  considers  to  be  correctly 
assessable. 

21.290.  (12)  The  ideal  state  of  affairs  would  be  for 
the  returns  to  be  so  accurate  that,  as  regards  the 
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ascertainment  of  the  amount  of  taxable  profit,  the 
Surveyor’s  duties  would  be  restricted  to  enquiring 
into  obvious  slips  or  omissions,  and  to  assisting  tax- 
payers in  computing  their  liability.  While  such  a 
state  of  affairs  is  not  likely  to  be  attained,  some 
remedial  measures  can  be  taken,  and  it  is  towards  this 
end  that  our  proposals  are  mainly  directed. 

21.291.  (13)  The  examination  of  the  returns  made 
on  behalf  of  the  larger  businesses  is  a formality. 
Usually  the  liability  either  has  been  or  will  be  agreed 
with  the  taxpayer  on  the  figures  disclosed  by  his 
annual  account-s.  It  is  estimated  that  the  number  of 
cases  in  which  accounts  are  produced  (including  all 
limited  liability  companies)  amounts  roughly  to  30 
per  cent,  of  the  total  number  of  businesses  assessed. 
These  “ accounts  cases  ” are  dealt  with  separately  in 
paragraphs  25  to  28  hereunder.  The  “ non-accounts 
cases  ” amount  to  70  per  cent,  of  the  total  number, 
but  in  aggregate  duty  to  a much  smaller  proportion. 
Although  the  imposition  of  the  Excess  Profits  Duty, 
with  enlarged  powers  of  enforcing  the  production  of 
accounts,  has  resulted  in  accounts — audited  or  other- 
wise— being  furnished  by  large  numbers  of  traders 
and  manufacturers  who  have  previously  refused  to 
supply  them,  there  are  still  numbers  of  important 
businesses,  where  there  is  no  prima  facie  liability  to 
Excess  Profits  Duty,  in  respect  of  which  adequate 
accounts  are  not  supplied.  With  the  cessation  of 
Excess  Profits  Duty,  this  number  may  be  expected  to 
increase  if  the  relevant  provisions  of  the  Income  Tax 
Acts  remain  unchanged. 

21.292.  (14)  In  endeavouring  to  weigh  the  value 
of  returns  that  are  unsupported  by  accounts,  the 
Surveyor  (except  in  isolated  cases)  does  not  know : 

(а)  whether  or  not  the  trader  keeps  proper 

books ; 

(б)  whether  or  not  he  prepares  periodical 

accounts  of  his  trading; 

(c)  whether  or  not  he  employs  an  auditor  or 

accountant ; 

(d)  if  so,  whether  or  not  he  has  consulted  him  in 

preparing  his  return; 

(e)  whether  his  return  is  based  on  an  average  of 

three  years’  profits,  or  one  year’s  profits, 
or  on  any  considered  basis  at  all; 

(/)  whether  he  has  complied  with  the  require- 
ments of  the  Income  Tax  Acts  in  calculat- 
ing the  profits  returned,  or  has  simply 
entered  the  year’s  savings,  drawings,  or 
balance  of  trading  account;  or  perhaps  has 
entered  the  sum  on  which  he  is  willing  to 
pay  tax. 

21.293.  (15)  When  it  is  remembered  that  a Sur- 
veyor, in  addition  to  multifarious  other  duties,  has 
to  deal  with  hundreds  of  “ non-accounts  ” cases  each 
year  in  the  comparatively  short  and  often  utterly 
inadequate  space  of  time  between  the  date  on  which 
lie  receives  the  books  and  returns  from  the  Clerk 
to  Commissioners  and  the  date  of  the  Additional 
Commissioners’  meeting,  the  impossibility,  in  present 
circumstances,  of  dealing  adequately  with  these  re- 
turns will  be  evident.  Our  Association  hopes,  at  a 
later  date,  to  place  before  the  Royal  Commission  pro- 
posals which,  if  adopted,  would  have  the  effect  of 
extending  the  time  available  for  this  work. 

21.294.  (16)  Apart  from  enquiries  relating  to  ob- 
vious defects  in  the  returns,  the  Surveyor  usually 
selects  a certain  number  of  cases  which  appear  to 
call  for  special  enquiry.  In  making  his  selection  he 
is  materially  helped  by  the  large  volume  of  informa- 
tion relating  to  persons  resident  in  his  district  which 
passes  through  his  office.  The  number  of  cases 
selected  varies  with  the  pressure  of  other  work. 
Under  the  conditions  now  prevailing  only  an  in- 
adequate percentage  of  those  requiring  investigation 
can  be  dealt  with  each  year. 

21.295.  (17)  The  Surveyor’s  preliminary  enquiries 
are  usually  directed  towards  ascertaining  what 
accounts,  if  any,  the  trader  can  produce  (see  (a),  (b) 
and  (c)  in  paragraph  14).  Cases  in  which  accounts  are 
forthcoming  are  dealt  with  in  paragraphs  25 
to  28.  If,  however,  the  trader  says  he  has 


no  books  or  accounts — a statement  which  may 
not  be  true,  but  cannot  be  verified — the  Sur- 
veyor endeavours  to  ascertain  the  true  profits 
by  means  other  than  the  examination  of  accounts 
e.y.,  he  may  request  production  of  the  trader’s  bank 
pass  book,  record  of  takings,  &c.,  and  will  ask  such 
questions  as  circumstances  suggest.  Evidence  and 
information  may  be  refused  or  false  replies  given 
and  the  Surveyor  has  power  neither  to  enforce  pro- 
duction of  the  necessary  evidence  nor  to  verify  it. 
The  net  result  is  that,  as  regards  the  cases  investi- 
gated, the  honest  trader  discloses  everything  with 
satisfactory  results,  the  weakly  dishonest  one  is  found 
out,  made  to  pay  his  arrears  of  tax  and  punished; 
the  thoroughly  dishonest  one  aggravates  his  offence 
by  lying  and  deceit  and  not  infrequently  evades 
detection. 

21.296.  (18)  Although  in  most  of  the  cases  referred 
to  above  the  assessment  is  comparatively  small  it 
frequently  happens  that  the  true  liability  is  greater 
than  that  of  many  concerns  producing  accounts. 
It  is  not  uncommon,  especially  in  large  towns,  to 
discover  that  a trader  assessed  at  £400  or  £500  is 
making  an  annual  profit  of  several  thousand  pounds. 
Cases  could  be  quoted  where  for  years  a trader  earn- 
ing very  considerable  profits  has  not  been  assessed 
at  all,  the  nature  of  his  business  being  such  as  to 
make  no  outward  show  and  his  mode  of  life  being 
unostentatious . 

Proposed  remedies  for  inaccurate  returns. 

21.297.  (19)  We  are  of  opinion  that  the  statutory 
return  form  for  the  declaration  of  profits  should  be 
drawn  up  in  such  a way  as  to  require  from  the  tax- 
payer a clear  statement  of  the  basis  of  the  return 
and  the  nature  of  any  accounts  and  records  from 
which  it  is  computed.  It  is,  however,  not  desirable 
so  to  frame  the  form  that  a taxpayer  may  be  led 
to  think — or  may  be  in  a position  to  plead  that  he 
thought— that  his  duty  is  restricted  to  making  cer- 
tain specified  additions  to  the  balance  of  profit  shown 
by  his  trading  account.  He  must  remain  responsible 
foi  the  completeness  of  his  return,  otherwise  the  way 
of  the  dishonest  taxpayer  would  be  rendered  safer. 

21.298.  (20)  Three  considerable  advantages  would 
accrue  from  this  proposed  alteration ; (1)  a very  large 
number  of  taxpayers  would  devote  more  care  to  the 
making  of  their  returns,  which  would  therefore  bo 
more  accurate;  (2)  the  Surveyor  would  be  able  better 
to  judge  of  the  value  of  the  returns;  (3)  inaccuracies 
in  returns  would  be  more  specific,  mistakes  could  be 
localized,  and  any  offence  committed  could  be  better 
weighed  and  blame  better  apportioned.  All  this 
would  be  unmixed  benefit ; it  would  help  the  honest 
taxpayer  and  assist  in  the  proper  condemnation  of 
the  dishonest  one.  There  are  many  taxpayers  who 
see  little  harm  in  putting  up  what  they  regard  as  a 
piece  of  bluff  in  the  shape  of  an  insufficient  return 
calculated  on  no  particular  basis,  but  are  not  willing 
to  write  or  tell  falsehoods  on  specific  points.  Others 
who  might  have  no  scruples  in  so  doing  are  often 
afraid  to  write  false  statements  because  they  thereby 
commit  themselves  beyond  recovery. 

21.299.  (21)  No  alteration  in  the  return  form, 
however,  will  yield  entirely  satisfactory  results  unless 
the  taxpayer  knows  that  the  Revenue  officials  have 
the  power  to  check  in  all  essential  particulars  the 
returns  and  statements  made.  It  is  submitted,  there- 
fore, that  a general  authority  should  be  given  to 
the  Board  of  Inland  Revenue  to  require  a taxpayer 
to  produce  such  accounts,  books,  records  and  other 
evidence  as  are  available  and  may  be  necessary  for 
that  purpose. 

21.300.  (22)  It  would  also  be  a valuable  safeguard 
if  returns  by  firms  were  required  to  be  signed  by  each 
acting  partner  resident  in  the  United  Kingdom,  and 
returns  by  companies  by  the  managing  director  or 
chairman  of  directors  as  well  as  by  the  secretary. 
Many  men  will  take  advantage  of  another’s  fraud 
who  would  not  themselves  accept  responsibility  for 
it. 

21.301.  (23)  In  order  to  ensure  that  taxpayers 
made  accurate  statements  as  to  the  accounts  avail* 
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able  it  would  be  of  considerable  assistance  to  Sur- 
veyors if  practising  accountants  were  required  to 
supply  annually  a list  of  concerns  for  which  they 
had  prepared  accounts  during  the  preceding  year. 
Most  accountants  we  think  would  gladly  render  this 
assistance  to  the  Revenue  if  it  were  made  compulsory, 
so  that  no  invidious  comparisons  could  be  drawn 
between  one  accountant  and  another. 

21.302.  (24)  In  addition  to  the  present  obligation 
on  employers  to  supply  a list  of  employees  and  their 
emoluments,  it  would  be  helpful  if  there  existed  a 
similar  obligation  to  supply  a list  of  payments  for 
services  rendered  made  to  persons  other  than  em- 
ployees. This  provision  would  cover  many  com- 
missions, retaining  fees,  &c.,  some  of  which,  at 
present,  are  not  returned  for  assessment  by  the 
recipient. 

Accounts  cases. 

21.303.  (25)  On  an  appeal,  the  General  or  Special 
Commissioners  may  require  the  appellant  to  produce 
accounts.  The  Board  of  Inland  Revenue  and  their 
Surveyors  have  no  power  to  require  their  production 
for  Income  Tax  purposes  at  any  time.  The  knowledge 
of  the  power  possessed  by  the  Commissioners,  and  also 
in  many  cases  a genuine  desire  for  correct  assessment, 
induce  a large  number  of  taxpayers  to  produce  them 
voluntarily  to  the  Surveyor  either  for  the  purpose 
of  agreeing  the  assessable  liability  before  the  return 
is  made,  or  else  in  order  to  satisfy  a Surveyor  who  is 
making  an  enquiry  into  the  accuracy  of  a return. 
The  accounts,  for  whatever  purpose  produced,  are 
examined  by  the  Surveyor,  who  addresses  to  the  tax- 
payer or  his  representative  such  enquiries  relating 
thereto  as  appear  to  him  to  be  necessary  for  ascertain- 
ing the  correct  taxable  profit,  but  has  no  power  to 
compel  replies  to  his  questions  relating  to  Income  Tax 
liability.  The  replies  obtained  are  as  important  as 
the  accounts  themselves. 

21.304.  (26)  There  are  three  loopholes  for  evasion 
here : (1)  the  accounts  may  not  be  true  copies  of  those 
possessed  by  the  trader;  (2)  the  accounts  may  be  true 
copies  and  accurately  represent  the  profits  shown  by 
the  books,  but  the  books  themselves  may  be  inaccurate ; 
(3)  the  accounts  may  not  disclose  on  the  face  of  them 
the  full  taxable  profits,  and  the  supplementary  infor- 
mation supplied  to  the  Surveyor  may  be  inaccurate  or 
incomplete.  In  all  these  respects  numerous  and  large 
frauds  are  being  carried  out  all  over  the  country,  in- 
volving an  annual  loss  to  the  Revenue  of  many  millions 
of  pounds. 

21.305.  (27)  To  meet  fraud  of  this  deliberate  and 
calculated  type  the  power  to  inspect  books,  &c.,  is 
necessary — only  in  rare  cases  can  it  be  detected  other- 
wise. Even  where  it  is  suspected  and  searching 
enquiries  are  addressed  to  the  taxpayer  or  his  repre- 
sentatives, guilty  persons  will  usually  avail  themselves 
of  every  possible  means  to  prevent  detection. 

21.306.  (28)  Another  power  is  necessary  in  order  to 
render  effective  the  inspection  of  books,  viz.,  that  of 
obtaining  information  from  Government  Departments, 
public  bodies  of  all  kinds,  and  banks. 

There  should  be  a regular  flow  from  other  Govern- 
ment Departments  to  the  Inland  Revenue  Department 
of  information  likely  to  be  helpful  to  the  latter  in 
verifying  taxpayers’  returns,  and  the  fact  should  be 
well  known  and  freely  announced,  so  that  there  could 
be  no  repetition  of  the  state  of  affairs  obtaining  during 
the  last  five  years,  when  men  making  tens  of  thousands 
of  pounds’  profit  out  of  one  Government  Department 
have  been  returning  their  profits  for  taxation  purposes 
to  another  Government  Department  at  insignificant 
amounts.  In  the  same  way  it  would  be  helpful  if  the 
Revenue  had  power  to  demand  information  from  all 
public  bodies.  As  regards  both  Government  Depart- 
ments and  public  bodies  the  information  normally  re- 
quired would  have  reference  to  contracts,  and  pay- 
ments made,  to  others  than  employees,  for  services 
rendered. 

21.307.  (29)  The  position  of  banks  is  different.  Our 
Association  is  well  aware  of  the  repugnance  with  which 
many  people  will  view  the  proposal  to  compel  hanks 
to  disclose  information  respecting  their  customers’ 
accounts ; on  the  other  hand  it  is  well  aware  that 


traders  disclose  their  bank  pass  books  relating  to  their 
business  accounts  to  their  auditors,  and  many  produce 
their  pass  books  both  of  their  business  and  private 
accounts  to  Surveyors  of  Taxes.  Clearly,  in  an  in- 
vestigation of  hooks,  this  production  of  the  pass  book 
relating  to  the  business  account  is  as  valuable  to  a 
Revenue  investigator  as  to  an  auditor,  and  in  the 
detection  of  those  numerous  cases  of  fraud  in  which 
traders  deceive  their  auditor,  access  to  their  private 
pass  books  is  essential.  Furthermore,  where  fraud  of 
this  kind  is  suspected  it  is  necessary  to  find  out,  if 
possible,  what  private  bank  accounts  these  traders 
possess. 

From  our  experience,  we  are  of  opinion  that  no 
powers  to  check  deliberate  fraud  will  be  adequate 
unless  they  include  power — 

(a)  to  require  any  bank  to  state  whether  or  not 

a particular  taxpayer  has  an  account  there ; 

( b ) in  case  of  refusal  by  any  taxpayer  to  produce 

his  bank  pass  books,  to  require  the  bank 
either  to  supply  a copy  of,  or  to  permit  an 
officer  of  the  Department  to  inspect,  the 
taxpayer’s  account  in  the  bank  ledger. 

This  power  could  be  exercised  by  means  of  a re- 
quisition from  the  Board  of  Inland  Revenue  to  the 
head  office  of  the  bank.  We  believe  that  there  would 
be  no  need  to  exercise  it  frequently. 

i Summary  of  proposals. 

21.308.  (30)  Ignoring  temporary  defects  in  admini- 
stration due  to  the  present  inadequacy  of  the  staff, 
the  additional  statutory  powers  suggested  may  be 
summarized  as  follows  : — 

1.  the  form  for  a return  of  profits  should  re- 
quire a statement  as  to  whether  books  are  kept, 
balanced,  and  audited  (and,  if  so,  by  whom),  and 
a copy  of  the  taxpayer’s  calculations  in  arriving 
at  the  amount  returned ; 

2.  a firm’s  return  form  should  be  signed  by  each 
acting  partner  who  is  resident  in  the  United  King- 
dom, and  a company’s  return  form  by  the  manag- 
ing director  or  chairman  of  directors  as  well  as 
by  the  secretary; 

3.  the  Board  of  Inland  Revenue  should  have  the 
power — 

(a)  to  require  production  of  complete  accounts 

where  available ; 

(b)  to  inspect  a trader’s  books,  including  bank 

pass  books,  and  documents  relating  to  his 
business;  and  also  his  private  bank  pass 
books ; 

(c)  to  obtain  information  from  banks  on  the  lines 

specified  in  paragraph  29; 
id)  to  obtain  annually  from  banks,  lists  of  cus- 
tomers to  whom  interest  is  credited  and  the 
amount  thereof; 

(e)  to  obtain  from  practising  accountants  lists  of 
accounts  prepared  by  them ; 

(/)  to  require  employers  to  supply  lists  of  pay- 
ments for  services  rendered,  made  to  persons 
other  than  employees; 

( 9 ) to  obtain  from  Government  Departments  and 
public  bodies  particulars  of  contracts  and 
payments  made  for  services  rendered. 

21.309.  (31)  It  is  suggested  that  the  Board  should 
pay  reasonable  sums  to  banks  and  public  bodies  for 
the  work  done  by  them  in  supplying  information. 

21.310.  (32)  If  these  proposals  are  adopted  it  is  a 
matter  for  consideration  whether  a short  period  of 
grace  should  be  allowed  within  which  taxpayers 
should  be  invited  by  some  announcement  of  wide 
publicity  to  make  voluntary  confessions  of  incorrect 
returns,  and,  having  made  good  the  loss  to  the 
Revenue  with  compound  interest,  to  be  free  from  any 
penalty  or  other  punishment. 

Effect  of  proposals. 

21.311.  (33)  The  position  of  the  honest  taxpayer 
would,  as  a rule,  be  changed  for  the  better.  Usually 
he  is  willing  to  permit  inspection  of  his  books  and 
to  supply  to  the  Revenue  all  the  details  that  could 
be  required  under  the  enlarged  powers.  Under  com- 
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pulsion  he  would  rarely  be  asked  for  anything  which 
he  does  not  now  supply  voluntarily,  and  the  more 
ample  information  at  the  disposal  of  the  Surveyors 
would  obviate  many  enquiries  which  at  present  can- 
not be  dispensed  with.  Moreover,  even  in  those 
cases  where  he  was  put  to  extra  inconvenience  or 
trouble,  the  taxpayer  would  be  compensated  by  the 
knowledge  that  no  longer  was  a part  of  his  heavy 
burden  of  taxation  being  applied  as  an  indirect  sub- 
sidy to  his  dishonest  neighbours. 

21.312.  (34)  The  taxpayer,  who  now  takes  advant- 
age of  the  severe  limitations  to  the  information  at 
the  disposal  of  the  Surveyor  of  Taxes  and  makes 
incorrect  statements,  would  no  longer  be  able  to  do 
so  with  impunity,  and,  realizing  the  greatly  in- 
creased risks  attaching  thereto,  would,  in  the  large 
majority  of  cases,  cease  his  malpractices  and  render 
true  accounts  and  returns  without  any  particular 
action  in  his  case  by  the  Revenue  officials. 

21.313.  (35)  The  thoroughly  dishonest  taxpayer 
will  remain  dishonest,  but  his  opportunities  would 
be  much  restricted  and  the  risk  of  discovery  largely 
increased.  This  class  will  always  exist  and,  it  is 
submitted,  should  receive  no  sympathy. 

21.314.  (36)  Fortunately  the  class  of  persons  re- 
ferred to  in  paragraph  35  is  much  smaller  than  the 
classes  dealt  with  in  the  two  preceding  paragraphs, 
and  it  is  felt  that  broadly  speaking  these  additional 
powers  would  serve  more  as  a preventive  than  a 
penal  measure.  To  give  oneself  the  benefit  of  the 
doubt  in  taxation  matters  and  perhaps  not  to  trouble 
very  much  whether  there  really  is  a doubt  or  not  is 
more  or  less  instinctive  with  a great  number  of 
people  who  in  other  relations  of  life  are  strictly 
honest.  If  the  Revenue  officials  have  right  of  access 
to  the  full  facts  this  type  of  evasion  should  soon  be 
reduced  to  insignificant  proportions. 

21.315.  (37)  Our  Association  is  of  opinion  that  the 
existence  of  the  proposed  powers,  exercised  sufficiently 
to  demonstrate  that  they  are  not  a dead  letter,  would 
in  itself  bring  about  a large  measure  of  the  desired 
result  for  the  future.  A picture  may  be  drawn  of  a 
body  of  officials  raiding  every  trader’s  office  and 
dislocating  the  industry  of  the  country.  It  is 
purely  fanciful. 

The  detection  and  prevention  of  fraud  represent 
only  one  phase  of  a Surveyor’s  work  and,  amid  his 
other  most  complex,  arduous  and  difficult  duties,  one 
that  is  extremely  disagreeable.  His  duty  is  to  see 
that  all  taxpayers  within  his  district  pay  their  proper 
quota  to  the  Revenue.  He  has  neither  incentive  nor 
desire  to  do  more  than  is  necessary  for  this  purpose. 

21.316.  (38)  While,  doubtless,  in  many  cases  tax- 
payers would  prefer  the  local  Surveyor,  with  whom 
they  are  accustomed  to  deal,  to  make  any  necessary 
inspections  of  their  books,  &c.,  in  others  a central  in- 
vestigation staff,  of  which  the  nucleus  already  exists, 
would  doubtless  be  utilised. 

Conclusion. 

21.317.  (39)  In  their  official  capacity  the  members 
of  our  Association  are  concerned  only  to  carry  out 
their  duties  in  an  efficient  manner  within  the  limits 
laid  down  for  them  by  those  in  authority.  Whether 
their  powers  are  wider  or  narrower  affects  them  only 
to  the  extent  of  increasing  or  diminishing  the  difficulty 
of  their  work  and  the  extent  of  their  responsibilities. 
Their  experience  has,  however,  provided  them  with 
much  information  on  this  subject  and  the  Association 
has  proffered  this  evidence  in  the  hope  that  it  may  be 
of  assistance  to  the  Royal  Commission. 

21.318.  (40)  We  feel  that  it  cannot  be  too  clearly 
stated  that  fraudulent  evasion  by  taxpayers  is  a crime, 
not  against  the  Board  of  Inland  Revenue  or  its  offi- 
cials, who  are  merely  the  channel  through  which  the 
tax  reaches  the  National  Exchequer,  but  against  the 
great  mass  of  honest  and  conscientious  citizens, 
whether  Income  Tax  payers  or  not,  who  must  inevit- 
ably make  good  the  default  of  the  dishonest  minority. 
It  is  certain  that,  if  fraud  is  to  be  successfully  coun- 
tered, the  powers  of  the  Department  must  be  streng- 
thened ; the  only  alternative  to  the  strengthening  of 


these  powers  is  the  continued  imposition  on  the  honest 
taxpayer  of  an  excess  of  taxation  that  in  effect  is 
devoted  to  the  subsidisation  of  the  dishonest.  There 
is  no  other  choice. 

21.319.  (41)  One  further  aspect  of  the  matter  may 
be  mentioned.  Within  the  last  few  years — years  still 
within  the  effective  reach  of  the  Government — vast 
sums  have  escaped  taxation;  the  aggregate  loss  of 
Income  Tax,  Excess  Profits  Duty  and  Super-tax 
during  that  period  may  well  exceed  £100,000,000. 
The  proposals  outlined  in  this  evidence  are  designed  to 
deal  rather  with  the  future  than  the  past,  but  doubt- 
less a considerable  proportion  of  these  arrears  can  be 
recovered  if  the  augmented  powers  suggested  are 
granted. 

[This  concludes  the  evidence-in-cliief.'] 

21.320.  Chairman : In  your  examination  by  the 

Commission,  members  may  probably  ask  you and  if 

not  I shall  ask  you — to  give  the  Commission  the  im- 
portant cases  of  evasion;  but  these  will  not  appear 
on  the  notes. — (Mr.  Towle) : Yes,  my  lord. 

21.321.  So  when  that  comes,  you  will  just  remark, 
when  you  are  answering  any  question,  that  it  is  not 
in  the  public  interest  for  it  to  go  down  on  the  notes  • 
and  it  will  not  be  taken  down? — If  you  please.  ’ 

21.322.  Sir  J.  Harmood-Banner : You  have  given 
us  very  valuable  information,  which  I think  is  fairly 
well  summarized  in  paragraph  30:  “Summary  of 
proposals.”  I should  like  to  ask  you  how  you  get 
a return  of  all  the  people  who  ought  to  be  under  your 
observation  ? — The  procedure  is  that  a general  church- 
door  notice  is  posted  up.  It  is  supposed  to  be 
posted  on  the  doors  of  all  churches,  and  on  that 
general  notice,  every  person  who  is  Liable  is  supposed 
to  make  a return.  In  addition  to  that  notice,  the 
Assessors  draw  up  lists.  There  is  an  Assessor  for 
every  parish,  and  he  draws  up  a list  of  all  the  per- 
sons in  that  parish  who,  in  his  opinion,  are  liable, 
and  that  is  supposed  to  oover  the  whole  ground. 

21.323.  As  regards  the  church  door,  I am  bound 
to  say  that,  though  I go  regularly  to  church,  I have 
never  seen  it  on  the  church  door.  Is  that  so  in 
Scotland  and  Ireland? — I could  not  speak  of  the 
procedure  in  Scotland  and  Ireland  on  that  point. 

21.324.  Is  it  on  every  church,  or  only  parish 
churches? — It  is  supposed  to  be  put  on  all  parish 
church  doors. 

21.325.  Cannot  you  suggest  some  better  method  of 
checking  the  population  in  some  way  so  as  to  get 
at  everybody  who  should  pay  Income  Tax? — We  do 
periodically  check  local  directories;  every  name  is 
gone  through;  those  who  apparently  are  exempt  are 
struck  out,  but  all  the  others  are  served  with  forms, 
and  an  attempt  is  then  made  to  deal  with  them 
thoroughly. 

21.326.  Even  with  that  sieve  to  go  through,  is  it 
not  the  fact  that  a good  many  people  are  omitted 
who  live  in  lodgings,  or  who  live  in  small  houses,  or 
hotels,  or  who  are  not  in  the  directory,  but  who  do 
very  large  trading,  say,  in  the  buying  and  selling 
of  cotton  or  corn,,  and  speculating  generally  in 
matters  of  trade? — There  is  a provision  which  enables 
us  to  get  a return  from  all  lodging-house  keepers  and 
hotels  of  persons  who  are  resident  there.  Whether 
or  not  that  is  applied  as  far  as  it  might  be,  I should 
not  like  to  express  an  opinion.  Of  course,  the  trouble 
is  that  during  the  war  we  have  not  been  able  to 
carry  out  these  duties  thoroughly,  and  there  is  no 
doubt  that  at  the  present  time  there  is  a very  large 
number  of  people  who  escape  assessment  altogether. 

21.327.  You  think  there  is  a very  large  number 
who  are  escaping  assessment? — Undoubtedly. 

21.328.  That  is  a very  serious  question,  looking  at 
the  amount  of  tax  required  for  the  purpose  of  the 
nation? — I think  it  is  a very  serious  question. 

21.329.  You  mention  all  these  things  which,  when 
you  have  got  hold  of  the  man,  are  very  complete; 
but  the  point  is,  can  you  make  us  any  suggestion 
further  than  what  you  have  mentioned,  for  getting 
hold  of  him? — It  is  mostly  a matter  of  administra- 
tion. Given  sufficient  staff,  I think  it  can  be  done 
fairly  well.  You  notice  there  is  one  suggestion  here 
— a list  of  payments  for  services  rendered  by  persons 
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other  than  employees?  That  is  in  paragraph  30  (3) 
m and  (g)  also,  is  designed  to  the  same  end. 

21  330.  Chairman : What  does  that  30  (3)  (1)  really 
mean?— It  is  really  aimed  at  commissions.  There 
is  we  will  say,  a debit  in  an  account  for  “ com- 
missions,” which  are  paid  to  people  who  are  not 
employees  in  the  strict  sense  of  the  word.  We  can 
only  call  upon  an  employer  to  give  information  in 
respect  of  employees.  The  result  is  that  we  have 
no  method  of  getting  at  the  particulars  of  that  debit 
for  commissions. 

21.331.  To  agents?— Yes. 

21.332.  That  is  a very  big  item,  sometimes.'' — 
Sometimes  it  is  a very  big  item. 

21  333.  Sir  J ■ ILarmood-Banner : 1 ake  the  case  or 
a man  who  may  be  sent  specially  to  Buenos  Aires 
to  do  some  special  work  for  a firm.  How  would  you 
set  that?  That  would  not  come  into  the  list  or 
services  rendered,  would  it? — I think  it  would, 
undoubtedly.  I am  not  certain  whether  he  would  be 
included  at  present  by  most  people,  but  certainly 
he  would  under  this  extended  power. 

21.334.  Could  you  supplement  that  list  m any  way 
by  asking  them  to  supply  lists  of  profits  on 
speculations  made?  That  is  rather  a large  order, 
but,  still,  looking  at  what  you  say,  and  with  the 
knowledge  of  what  is  going  on  at  present,  would  it 
not  be  possible  in  some  way?— I think  the  question 
of  speculation  is  a very  dangerous  one  from  our 
point  of  view,  because  it  is  extremely  difficult  to 
get  any  information  about  successful  speculations, 
whereas  we  should  have  a perfect  stream  of  people 
who  had  made  bad  speculations,  and  who  had  made 
losses.  We  should  have  to  allow  all  the  losses,  and 
we  should  not  get  assessments  on  the  profits,  speak- 
ing generally. 

21.335.  That  is  speaking  generally,  but  looking  to 
the  tendency  of  the  last  two  or  three  years,  it  would 
be  the  other  way,  would  it  not? — If  we  could  get  the 
full  information,  it  would ; but  we  should  not  get 
the  information,  I am  afraid.  I mean  there  is  no 
external  evidence  of  a successful  speculation;  cer- 
tainly there  is  none  that  we  could  get  at.  I could 
not  suggest  any  powers,  personally,  which  would 
enable  us  to  get  at  that  successfully. 

21.336.  Chairman:  Do  you  get  any  information 
about  the  Stock  Exchange? — I think  not;  so  far 
as  I know,  we  get  no  information  there. 

21.337.  Sir  J.  Harmood-Banner : When  you  get 
information  or  suggestions,  how  do  you  sort  it  out, 
in  some  of  these  recent  changes  that  have  been  made 
in  the  commercial  world,  as  to  whether  it  is  capital 
profits  or  revenue?— It  is  a problem  which  often 
presents  very  considerable  difficulty.  Have  you  in 
mind  rather  the  question  of  casual  profits,  as  we 
call  them ; I mean  an  isolated  transaction  as  against 
an  annual  profit?  Is  that  what  you  have  in  mind? 

21.338.  Take  an  instance.  B.  buys  a big  works  at 
a certain  price,  a very  large  sum ; then  L.  comes 
along  and  buys  from  B.  those  works  at  a very 
enhanced  price.  They  are  both  in  a particular 
trade,  and  very  large  profits  are  made  upon  the 
purchase  of  the  property.  Nowr  how  do  you  deal 
with  that,  in  order  to  get  some  share  of  the  profits? 
— At  the  present  time  wre  should  not  assess  a profit 
on  that  purchase,  unless  the  vendor  made  a practice 
of  buying  and  selling  factories.  So  far  as  I know, 
we  should  not  attempt  to  assess  it. 

21.339.  As  you  understand,  matters  of  that  de- 
scription are  creating  a great  deal  of  feeling  at 
present,  and  a great  deal  of  criticism,  and  inquiries 
are  made  to  the  Commissioners  as  to  what  steps 
they  are  taking  to  see  that  they  get  a share  of  the 
profits  of  that  sort,  of  which  there  are  a great 
number.  But  you  say  nothing  is  being  done.  I 
quite  understand  the  difficulty,  but  I want  to  see 
if  wre  cannot  find  some  method  of  getting  some 
portion  of  those  profits  into  the  Exchequer? — 
Personally,  I can  suggest  no  method ; because,  after 
all,  that  is  only  a case  of  a realized  increment  as 
distinct  from  an  unrealized  one.  If  the  original 
owner  of  the  factory  simply  sticks  to  it,  and  the 
factory  goes  up  in  value,  it  is  an  unrealized  incre- 
ment. "VVTien  he  sells  it,  it  is  a realized  one.  At  present 
we  have  no  method,  so  far  as  T know',  of  taxing  the 
realized  one. 


21.340.  In  the  case  I put  to  you,  he  has  realized  it? 
— Yes;  we  have  no  method  at  the  present,  so  far  as 
I know.  I may  say  this  is  a point  on  which  the 
Board  of  Inland  Revenue  are  offering  evidence. 

21.341.  They  are  offering  evidence  to  the  Commis- 
sion, are  they? — Yes. 

21.342.  Mr.  McLintock : Have  you  both  been  Sur- 
veyors in  the  same  districts? — No. 

21.343.  What  districts  have  you  covered,  Mr.  Best? 

Is  this  paper  generally  the  result  of  your  personal 
experience  ? — {Mr.  Best) : It  is  the  result  of  the 

general  experience  of  the  members  of  the  Association 
that  we  represent. 

21.344.  That  is  the  Surveyors  generally  ?— Yes. 

21.345.  The  reason  I ask  is  that  it  seems  to  me  that, 
according  to  this  paper,  the  average  taxpayer  is  a 
little  bit  more  unscrupulous  than  anyone  has  believed 
him  to  be.  For  instance,  in  paragraph  3,  you  say : 

“•  From  the  nature  of  their  work,  Surveyors  of  Taxes 
are  aware  that  the  evil  of  fraudulent  evasion  of  tax 
is  widespread”? — (Mr.  Towle):  Yes. 

21.346.  I suggest  that  reflects  partly  on  the  Sur- 
veyors ? — In  what  way  ? 

21.347.  If  it  is  so  widespread  as  you  suggest.  You 
have  fairly  ample  powers  at  the  moment  at  least  to 
prevent  it  being  “ widespread  ” ? — I think  not. 

21.348.  Would  you  be  a little  more  definite  with 
regard  to  that  paragraph?  What  type  of  fraudulent 
evasion  is  most  widespread — fraudulent  evasion, 
remember? — There  is  obviously  a difficulty  here, 
because  we  can  only  speak  of  what  is  discovered.  We 
hear  rumours,  of  course,  of  other  things. 

21.349.  It  is  not  rumours  you  speak  of  here  in  your 
paper? — No.  If  you  ask  which  is  the  commonest 
form  of  fraud,  I cannot  answer.  If  you  ask  which  is 
the  commonest  form  detected,  of  course  that  is  a 
different  matter. 

21.350.  Then  tell  us  that? 

21.351.  Chairman:  Is  this  information  that  will 
teach  someone  else  how  to  do  the  same  thing,  because 
if  it  is  we  will  not  have  it  put  dow'n  ? — I do  not  think 
this  particular  point  will  be  of  much  value. 

21.352.  You  will  watch  that,  because  it  is  essential? 
Yes 

21.353.  Mr.  McLintock:  Would  it  help  you  if  you 
took  classes  of  taxpayers? — We  divided  the  paper 
purposely  into  two  parts,  dealing  first  with  inade- 
quate returns,  which  is  probably  the  commonest, 
though  the  particular  fraud  underlying  that  may, 
of  course,  take  a dozen  different  forms.  If  you  ask 
me  as  to  frauds  in  accounts  or  books,  I will  give  you 
what  my  information  is. 

21.354.  We  will  take  it  on  evasion  by  a man  keep- 
ing, we  will  say,  a false  set  of  books.  Is  that  com- 
mon?— It  is  fairly  common. 

21.355.  Have  you  had  many  cases  within  your  own 
experience? — Yes. 

21.356.  How  many? — I could  not  tell  you,  offhand. 

21.357.  Half  a dozen?— I should  say  half  a dozen 

within  my  own  experience.  n 

21.358.  Over  how  many  years? — I have  been  1/ 
years,  I think,  in  the  Department. 

21.359.  Is  that  “widespread”? — No,  but  that  is 
only  one  particular  form. 

21.360.  We  will  take  the  case  of  a man  who  pro- 
duces accounts  which  have  all  the  appearance  of 
being  accurate,  but  which  are  not  in  accordance  with 
the  books.  Is  that  a common  practice? — We  have 
had  a number  of  cases. 

21.361.  Still,  that  is  not  within  the  “ widespread  ” 
yet.  Then  there  is  the  small  shopkeeper  who  pro- 
duces no  accounts? — Yes. 

21.362.  Is  it  fraudulent  evasion  on  his  part  or  ignor- 
ance?—It  is  half  and  half,  I think. 

21.363.  Do  you  not  think  he  is  as  often  as  not  over- 
assessed as  under-assessed? — No,  certainly  not  at  the 
present  time. 

21.364.  In  what  districts  does  this  apply?— I should 
say  almost  universally. 

21.365.  City  districts?— The  type  of  small  shop 
keeper  does  not  occur  much  in  the  City  districts. 

21.366.  The  Commission  is  naturally  very  anxious  to 
know  about  this  widespread  evasion,  in  order  that 
they  may  help  to  give  you  power  to  check  it;  but  1 
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think  we  want  something  a little  more  specific  as  to 
its  existence? — We  have  here  a copy  of  one  of  the 
issues  of  our  “ Quarterly  Record.”  It  is  referred 
to  in  the  opening  of  our  paper,  and  we  have,  I think, 
sufficient  copies  to  go  round  the  Commission.  In 
that  issue  there  is  an  article  which  was  drawn  up 
jointly  by  a chartered  accountant  who  was  in  the 
service  of  the  Revenue  at  the  time,  Mr.  Bell,  and  my- 
self, on  cases  within  our  own  knowledge,  and  mostly 
cases  that  we  had  dealt  with  on  investigation.  He 
was  in  the  Munitions  Levy  Department  and  most  of 
his  work  was  in  connection  with  cases  under  the 
Munitions  Levy. 

21.367.  He  had  no  great  tax  experience,  it  was 
purely  controlled  establishments’  accounts?— Yes. 

21.368.  Is  this  paragraph  founded  on  the  evidence 
of  an  accountant  whose  whole  experience  was  gained 
in  the  two  years  he  was  in  the  Munitions  Levy  De- 
partment ?— Most  certainly  not;  he  had  no  hand  in 
drawing  up  this  paragraph.  The  article  in  this 
magazine  was  drawn  up  jointly.  Now  that  sets 
out  the  most  prevalent  forms  of  fraud,  certainly 
as  connected  with  accounts,  and  it  gives  instances 
within  our  own  knowledge. 

21.369.  I agree  instances  may  be  fairly  numerous, 
but  they  are  not  widespread;  they  are  the  excep- 
tion, not  the  rule? — We  can  only  draw  an  inference 
from  what  we  find.  During  the  last  few  years  we 
have  not  been  able  to  do  more  than  just  scratch 
the  surface,  and  we  have  found  such  a great  deal 
of  it  that  we  can  only  conclude  that  there  is  a very 
great  deal  of  it  going  on. 

21.370.  >1  quite  agree  that  a great  deal  of  the 
evasion  amongst  bigger  concerns  has  come  to  light 
as  a result  of  the  Excess  Profits  Duty  and  the  Muni- 
tions Levy  special  investigation — especially  the 
Munitions  Levy;  but  with  regard  to  the  general  ad- 
ministration of  the  tax,  you  say  later  on  in  your 
paper,  in  paragraph  16,  that  you  can  only  select  a 
small  number  of  cases  every  year  for  investigation. 
You  say:  “the  Surveyor  usually  selects  a certain 
number  of  cases  which  appear  to  call  for  special  in- 
quiry,” and  then:  “The  number  of  cases  selected 
varies  with  the  pressure  of  other  work.  TJnder  the 
conditions  now  prevailing  only  an  inadequate  percen- 
tage of  those  requiring  investigation  can  be  dealt 
with  each  year.”  Is  it  as  the  result  of  those  inves- 
tigations that  you  discovered  this  widespread  evasion  ? 
— To  such  extent  as  we  are  able  to  do  it,  yes. 

21.371.  There  is  a very  inadequate  percentage  of 
investigation  at  all? — That  is  so. 

21.372.  Can  you  give  us  any  idea  what  percentage 
of  the  percentage  investigated  you  find  fraudulently 
evading  the  tax? — If  it  were  a normal  time  I think 
I might  be  able  to  give  you  some  idea.  At  the 
present  time  it  is  very  difficult,  because  I should  say 
the  majority  of  Surveyors  have  made  no  special 
inquiries  for  the  last  three  or  four  years,  because  they 
have  had  no  time. 

21.373.  Do  you  agree  that  generally  speaking  In 
limited  companies  there  is  very  little  evasion  at  all? 
— In  private  limited  companies  there  is  a great  deal. 

21.374.  Do  you  still  think  that? — I do,  undoubtedly. 

21.375.  Can  you  give  us  some  evidence  of  that? 
It  is  rather  important.  Have  you  anything  specific 
with  regard  to  fraudulent  evasion  on  the  part  of 
private  limited  companies?  What  form  does  it  take? 
— It  takes  the  form  of  fraudulent  accounts.  Some- 
times fraudulent  books.  There  is  Schedule  E evasion 
in  the  case  of  private  companies. 

21.376.  How  is  Schedule  E evasion  worked? — 
Managing  directors’  salaries  and  remuneration 
generally. 

21.377.  Do  you  mean  collusion  between  the  secre- 
tary and  the  directors  as  to  the  return  of  salaries 
paid? — Yes. 

21.378.  Is  that  common  to-day? — I should  think  I 
have  had  at  least  six  cases  of  it  in  the  last  two  years 
myself.  We  prosecuted  at  Newcastle  in  one  of  those 
cases.  I investigated  a case  recently  in  the  Midlands 
where  a man  had  been  drawing  £2.000  or  £3,000  a 
vear  since  1905,  and  never  returned  a penny  of  it. 

It  was  nut  down  as  nil,  nil,  every  year,  and  never 
returned  for  Super-tax  or  for  anything  at  all.  To 
give  specific  cases  is  rather  a memorv  test.  Even 
semi-public  companies’  accounts  are  subject  to  a great 
deal  of  fraud. 


AND  Mr.  W.  S.  Best.  [ Continued . 


21,379.  I quite  agree  these  things  happen,  but  I 
suggest  to  you  they  are  not  widespread.  I do  not 
suppose  they  represent  one  in  a thousand? — I think 
you  are  entirely  wrong — absolutely  and  entirely 
wrong.  Surveyors  have  been  so  busy  doing  what  they 
can  to  get  in  the  tax  during  the  last  three  or  four 
years  that  they  could  not  do  this  work. 

21,330.  On  the  question  of  the  detection  and 
investigation  of  fraud,  you  say  in  paragraph  4:  “ The 
detection  and  investigation  of  fraud  depend  mainly 
upon  the  vigilance  of  the  Surveyors.”  I quite  agree 
with  that;  it  does  depend  almost  entirely  upon  that? 
— It  does. 

21.381.  Then  you  go  on  in  paragraph  7 to  refer  to 
what  happens  when  you  discover  a case.  You  say 
“ the  Board  accept  in  settlement  a sum  of  money, 
never  more  than,  and  usually  much  less  than  the 
statutory  penalties  incurred  ”? — Yes. 

21.382.  You  have  heard  of  cases  where  they  do  take 
a great  deal  more  than  the  penalties,  have  you  not? 
— No.  I have  known  at  least  two  cases  within  my 
own  experience  where  they  have  refused  to  take  more. 

21.383.  I might  be  able  to  furnish  you  with  some? 
— Your  experience  may  have  been  unfortunate. 

21.384.  I do  not  say  they  should  not  take  more;  I 
think  they  should  take  all  they  can  get? — They  have 
a rule,  which  is  quite  universally  known  throughout 
the  Department,  that  they  will  not  take  it. 

21.385.  Where  the  man  knows  the  alternative  is 
probably  to  run  the  chance  of  going  to  gaol,  of 
course  he  will  pay  any  sum  of  money.  It  is  only  that 
the  Department  will  not  take  it? — That  is  the  rule 
of  the  Department,  which,  so  far  as  I know,  is 
honoured  scrupulously. 

21.386.  You  have  given  that  sentence  a sort  of 
twist,  as  if  the  taxpayer  came  along  and  said : “ I will 
give  you  so  much,”  and  they  said:  “ No,  it  is  too 
much”? — I think  I am  justified  in  saying  that, 
seeing  that  within  my  experience  there  have  been  two 
such  cases. 

21.387.  With  regard  to  paragraph  8,  I was  going 
to  ask  you  the  nature  of  the  evasion  under  Schedule 
E.  I would  not  have  thought  that  was  common. 
Would  you  suggest  it  is  widespread? — No,  not  under 
Schedule  E. 

21.388.  The  secretary  and  the  managing  director, 
you  say — both  the  recipient  of  the  salary  and  the 
man  who  returns  the  form  to  the  Inland  Revenue — 
must  be  in  collusion? — Yes,  but  in  the  case  of  a 
private  concern,  as  a rule  the  secretary  is  simply  a 
clerk  who  has  to  obey  the  orders  of  the  managing 
director,  who  is  the  virtual  proprietor.  That  is  the 
trouble.  I do  not  estimate  the  loss  under  Schedule  E 
at  one  per  cent. 

21.389.  And  of  course  all  the  accounts  of  private 
limited  companies  have  to  be  certified  ? — Yes,  but  the 
statutory  obligations  are  not  very  strict  as  regards 
private  companies.  The  sort  of  audit  that  takes 
place  in  many  of  them  is  perfunctory. 

21.390.  Would  you  say  it  was  perfunctory  gene- 
rally ? — In  many  of  them  it  is. 

21.391.  You  do  not  suggest  it  is  so  because  it  is  a 
private  company,  do  you  ? — In  many  cases  it  is. 

21.392.  Is  it  not  as  a rule  just  as  complete  an  audit 
as  in  the  case  of  a public  limited  company? — Not  in 
my  experience. 

21.393.  I suggest  to  you  that  in  private  companies 
the  audit  that  is  usually  performed  is  in  every  respect 
almost  as  complete  as  in  the  case  of  a public  limited 
company  ? — (Mr.  Best)  : That  is  not  my  experience. 
(Mr.  Toivle) : It  is  certainly  not  my  experience. 

21.394.  You  cannot  tell  from  the  certificate  the 
nature  of  the  audit  that  has  been  performed  ? — No. 

21.395.  That  is  discovered  as  the  result  of  special 
inquiry? — Yes.  I think  the  real  reason  is  that  a 
private  company  is  usually  a one  man  concern  or  a 
two  men  concern ; the  shareholders  do  not  really 
count  in  that  case,  to  a large  extent.  It  is  generally 
a family  concern.  In  a public  company  they 
naturally  require  a far  better  audit.  I think  that 
is  the  reason. 

21.396.  As  a rule,  in  a one  man  company  the 
man  does  not  keep  his  own  books;  he  has  a cashier 
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and  a secretary  and  the  audit  is  to  safeguard  him 
against  his  employees?— I agree. 

21 397-  And  there  is  no  reason  that  it  should 
be  more  perfunctory  than  in  the  case  of  public 
limited  companies?— My  experience  is  that  it  is. 

21 398.  In  paragraph  11  you  refer  to  the  books 
and’ returns  being  delivered  to  the  Surveyor,  who 
makes  such  inquiries  as  seem  to  him  doable,  w 
conjunction  with  the  Assessor.  What  do  the 
Assessors  do  in  those  cases,  can  you  tell  us  shortly  t— 

T think  the  practice  varies  a good  deal.  I think 
in  one  town,  that  is  Liverpool,  the  Assessors  put  in 
a good  deal  of  work  on  the  books. 

21  399.  I am  not  talking  of  the  work  on  the  hooks; 

T am  assuming  that  you  have  got  a batch  of  returns 
under  Schedule  D.  The  Surveyor  examines  those 
carefully.  Does  the  Assessor  examine  the  returns 
ti  consider  whether  they  are  adequate  or 
inadequate?  I do  not  mean  how  much  clerical  work 
he  does  in  writing  the  name  in  a book?— Obviously 
the  practice  varies  to  some  extent.  My  own  practice 
has  been,  when  examining  the  returns,  to  enter  my 
estimate  of  the  profits,  either  accepting  the  return 
or  putting  a figure  which  I thought  was  reasonable. 
Afterwards  where  I had  an  Assessor  whom  I regarded 
as  a valuable  and  competent  man,  I should  go  through 
the  assessment  book  with  him  and  bring  to  his  notice 
those  cases  where  I thought  he  might  be  able  to  give 
us  some  useful  advice  or  help 

21  400.  As  a general  rule  does  the  Assessor  accept 
your  view  as  to  the  adequacy  or  otherwise  of  a 
return?— Yes,  except  when  he  knows  the  people 
personally. 

21.401.  Is  that  the  exception? — Yes.  You  are  now 
referring  to  his  knowing  the  people  personally? 

21.402.  Yes,  as  to  whether  the  return  made  by  The 

man  he  knew  was  proper  or  otherwise ?— Yes,  he 
would  very  likely  know  something  about  his  private 
circumstances,  and  the  way  he  lived,  and  that  P(.rt 
of  thing.  . _ 

21.403.  That  would  apply  to  a very  few  cases  only. 
— A small  proportion,  except  in  a country  parish 
where,  of  course,  there  are  very  few  taxpayers. 

21.404.  On  the  church  door  notice  question,  I sup- 

pose’ it  is  only  a formality ; nobody  ever  looks  at 
the  notice  ? — I agree ; I think  it  is  most  un- 
satisfactory. . 

21.405.  It  is  not  that  their  consciences  might 

trouble  these  widespread  evaders  when  they  are 
entering  the  church? — {Mr.  Best) : Perhaps  the 

evaders  do  not  go  to  church. 

21.406.  Oh,  they  go  to  church.  In  paragraph  13 
you  refer  to  non-accounts  cases? — {Mr.  Towle)  : Yes. 

21.407.  You  point  out  there  that  while  the  pro- 
portion in  numbers  is  greater  for  non-accounts 
cases,  the  duty  is  in  quite  a different  proportion  r— 
Yes,  quite. 

21.408.  You  cannot  give  us  the  aggregate  duty  for 
that? — No,  I really  could  not. 

21.409.  In  paragraph  15  you  deal  with  the  question 
of  the  Commissioners’  assistance.  Do  you  get  much 
assistance  generally  from  Commisioners  in  connection 
with  non-accounts  cases?  "What  is  your  experience 
and  that  of  your  Association? — We  are  hoping  to 
put  in  some  separate  evidence  on  this  question. 

21.410.  Then  I will  leave  that.  You  imply  that  the 
main  bulk  of  the  work  all  the  way  through  falls  on 
the  Surveyor? — Yes,  inevitably. 

21.411.  Paragraph  18  is  really  the  same  thing 
again.  You  say:  “It  is  not  uncommon,  especially 
in  large  towns,  to  discover  that  a trader  assessed  at 
£400  or  £500  is  making  an  annual  profit  of  several 
thousand  "pounds  ” ? — Yes. 

21.412.  What  kind  of  people  are  they? — Retailers, 
very  often. 

21.413.  Retail  shopkeepers? — Yes. 

21.414.  When  that  definite  statement  is  made,  what 
evidence  is  there  behind  it  to  support  it?— There 
would  only  be  the  evidence  of  our  cumulative  ex- 
perience. 

21.415.  Within  recent  times  or  over  a period  of 
years? — I think  I have  already  explained  our  present 
difficulty  is  that  we  have  not  been  able  to  make 
investigations  recently.  I have  an  instance  here 
which  I think  would  bear  on  this.  A Surveyor  in 


the  North  of  England  investigated  during  this  year 
twelve  cases ; that  was  all  he  had  time  for. 

21,416.  Out  of  how  many?— I should  think  he  had 
3,000  or  4,000  altogether.  Of  course,  a great  many 
of  those  were  accounts  cases,  and  so  on;  I could 
not  say  what  was  the  effective  field.  He  took  twelve 
cases.  In  each  case  the  assessment  ranged  froin  £200 
to  £350.  In  each  case  he  found  that  the  profit  for 
1918  was  over  £1,000.  As  regards  one  case,  the 
return  was  £140,  the  assessment  was  £250,  and  the 
average  profit  for  the  last  five  years  turned  out  to 
be  £2,000.  ' ' 

21  417.  You  suggest,  anyhow,  that  without  further 
powers  you  are  not  able  to  check  this  type  of  evasion. 
In  other  words,  you  want  to  have  the  right  to  go 
and  examine  his  books? — Yes. 

21.418.  And  to  get  a declaration  as  to  whether 
books  are  kept? — Yes. 

21.419.  And  generally  to  get  the  fullest  access  to 
all  the  records  that  a trader  keeps?— Yes. 

21.420.  You  suggest  that  practising  accountants 
should  supply  annually  a list  of  concerns  for  which 
they  have  prepared  accounts  during  the  preceding 
year? — Yes. 

21 421.  You  agree,  of  course,  that  accountants  do 
supply  generally  to-day;  wherever  they  do  prepare 
accounts,  as  a rule  they  reach  the  Revenue?— No,  I 
think  there  is  a very  substantial  proportion  that  do 
not.  I am  now  talking  of  what  1 call  the  middle 
class  practitioner— the  man  who  practises  among  the 
middle-sized  concerns;  and  we  miss  a good  many  of 
those.  We  are  finding  rather  a large  number  of 

“SW  Do  you  mean  the  practitioner  is  middle 
class’?— No,  I mean  a practitioner  who  practises 
among  middle-class  concerns.  .... 

21,423.  Being  a good  practitioner  with  the  middle 
class’  he  prepares  proper  accounts?— He  does. 

21  424.  And  the  taxpayer,  with  this  m front  or 
him,’  deliberately  makes  up  his  return  for  a less 
amount?— He  sends  in  an  account  which  often  bears 
no  relation  at  all  to  the  audited  accounts. 

21,426.  Do  you  agree  that,  generally  speaking,  one 
reason  for  the  middle  class,  as  you  call  them,  having 
an  audit  at  all  is  to  enable  them  to make  “XT] 
return;  otherwise  they  would  not  bother  with  an 
audit?— I think  in  a good  many  cases  that  is  so. 

21426.  But  in  the  majority  of  cases  they  get 
accounts  for  their  own  private  information,  m order 
to  see  exactly  how  far  they  can  do  the  Revenue?—! 
do  not  know  for  what  purpose  they  have  the  ^counts 
prepared,  but  they  certainly  send  us  something  which 
bears  no  relation  at  all  to  them.  (Mr.  Best)  : May 
I add  something  here?  It  is  becoming  the 
or  at  any  rate  some  cases  have  occurred  in  which 
Tipayer,  as  well  as  keeping  two  sets  of  accounts, 
keeps  two  sets  of  accountants.  , • n_lv 

21  427  You  do  not  ask  us  to  accept  that  seriously, 
do  you?  I agree  there  are  people  who  employ  at 
times  two  different  accountants,  hut  your  suggestion 
£ that they  keep  two  sets  of  accountants  to  prepare 
accounts  in  order  to  enable  them  to  take  edvaritage 
of  the  Inland  Revenue  ?— The  second  accountant,  of 
course,  would  not  be  of  the  repute  of  Chartered 
Accountants  or  members  of  those  societies.  He 
would  merely  be  practising  as  a public  accountant  or 
something  of  that  sort.  , T jj 

21.428.  You  suggest  this  is  common?— I did  not 
say  it  was  common;  I said  it  was  beginning,  in  the 
East  End  of  London  especially. 

21.429.  You  mean  they  keep  a tame  accountant 
who  does  exactly  as  he  is  told  and  who  falsifies  the 
accounts  and  signs  them,  and  then  they  have  a more 
reputable  individual  who  prepares  accounts  for  their 
own  information? — Exactly. 

21.430.  These  are  private  traders  ?—les. 

21.431.  How  many  cases  have  you  heard  of  tnat 

kind’?— It  is  just  beginning,  I think ; I do  not  suggest 
it  is  widespread.  T 

21  432.  How  many  have  you  ever  heard  of  <— I nave 
heard  from  two  Surveyors  whose  districts  are  in  the 
East  End  of  London.  I have  a case  in  my  own 
district  where  two  accountants  were  kept. 

21  433.  Did  their  accounts  differ  from  one  another  r 
— No ; their  views  on  Income  Tax  law  did. 
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21.434.  That  is  another  story;  that  applies  to  Sur- 
veyors of  Taxes  also,  does  it  not? — It  does. 

21.435.  Is  that  all  that'  is  in  it — that  the  two 
accountants  held  opposing  views  as  to  whether 
certain  things  should  be  disallowed  or  allowed  as  a 
charge? — Not  at  all.  My  last  observation  was  merely 
an  aside.  It  is  a fact  that  people  are  commencing 
to  keep  two  sets  of  accountants. 

21.436.  In  these  cases  that  you  have  seen,  did  the 
accounts  prepared  by  two  sets  of  accountants  differ 
materially  in  the  result  shown? — I do  not  quite 
follow  you. 

21.437.  A prepares  an  account  and  he  shows  £1,000 
profit.  B,  another  accountant,  prepares  an  account 
and  shows  £3,000  profit  for  the  same  business  and  for 
the  same  period.  Do  you  know  that  that  is  the  effect 
of  the  two  sets  of  accounts? — I am  not  able  to  give 
you  any  details. 

21.438.  Then  you  also  wish  to  compel  banks  to  dis- 
close information  respecting  their  customers’ 
accounts.  Will  you  just  tell  me  what  you  expect  the 
bank  to  give  you  ? Are  the  Surveyors  to  have  a free 
run?  (Mr.  Towle):  We  have  specified  that  very 
clearly  in  paragraph  29.  At  the  end  of  paragraph  29 
under  (a)  and  ( b ) there  are  two  specific  proposals 
made.  The  first  one  is  “to  require  any  bank  to  state 
whether  or  not  a particular  taxpayer  has  an  account 
there’’;  then  (6)  is,  “in  case  of  refusal  by  any  tax- 
payer to  produce  his  bank  pass  books,  to  require  the 
bank  either  to  supply  a copy  of,  or  to  permit  an 
officer  of  the  Department  to  inspect,  the  taxpayer’s 
account  m the  bank  ledger.”  Of  course,  there  is  the 
further  point  of  deposit  interest,  which  is  a rather 
separate  matter  from  those  two. 

21.439.  Your  view  is  that  there  is  a considerable 
evasion  of  tax,  not  necessarily  fraudulent,  by  a 
failure  to  supply  proper  returns  ?— Yes,  I think  there 
is  no  doubt  of  that. 


2!, 44°.  I agree  with  you  on  that  point,  but  it  is 

9rieaIiireJ?r"eSS?— 1 T maI1J  i4  is  “welessness. 

Chairman  : Is  not  that  practically  counter- 
balanced by  a number  who  pay  interest  to  a bank 
but  who  do  not  ask  for  repayment  of  tax  on  that 
Intel  est?_I  dhonld  not  think  so  at  present. 

21.442.  Mr ■ McZmtock:  That  was  very  common 

tW  years  aS°a — Yes,  I agree. 

21.443.  But  now  the  Telief  is  statutory  where 

formerly  it  was  a concession,  and  everyone  did  not 
Know  about  the  concession ; now  it  is  in  the  Act  of 
1 ca rl  all  see  it  and  claim  it. 

21.444.  Mr  Pretyman-.  It  is  so  large  in  amount 
too — so  much  more  worth  claiming. 

Tr  McLintock:  Yes,  Quite  so.  (To 

U itness.)  Do  you  not  think  it  would  be  sufficient 
for  the  purpose  of  Inland  Revenue  if  they  could 
get  a declaration  from  every  taxpayer  who  is  in 
business?  You  could:  do  thait,  Could  you  not?— 
Yes,  we  could  do  that. 

21,446.  Get  a declaration  from  him  as  to  whether 
he  has  kept  books  or  not?— We  are  making  a 
suggestion  on  that  point. 

21/4f.7:  You  <ye  asking  for  very  drastic  powers  to 
meet  things,  which  I suggest  you  have  exaggerated 
just  a little  bit?— Of  course  I do  not  agree  with 


21.448.  'And  having  ascertained  that  he  does  keep 
accounts,  you  then  compel  him  to  give  you  a declara- 
tion that  the  statements  are  correct,  and  whether 
or  not  he  has  them  verified  by  an  accountant,  and 
it  so,  that  that  accountant  Bhould  give  you  his  certifi- 
cate in  such  complete  form  as  the  Inland  Revenue 
know  how  to  ask  for? — In  that  case  you  mean  you 
will  only  get  the  checking  evidence  in  oases  where 
the  accountant  is  employed. 

21.449.  I go  further : where  there  is  no  acoountant 
employed,  I would  give  you  the  right  within  certain 
imitations  to  call  for  the  production  of  the  books, 
but  1 suggest  to  you  that  with  the  average  small 

trader  you  would  not  be  very  much  further  on? 

,t  why  do  you  limit  it  to  oases  where  no  acoountant 
is  employed  ? If  you  limit  it  to  cases  where  a com- 
plete and  full  audit  is  not  made,  that  is  a different 
matter. 

21.450.  You  can  decide  as  to  whether  you  would 
aocept  these  accounts  signed  by  an  accountant,  if 


he  is  not  prepared  to  sign  that  he  lias  made  a 
true  audit.  I suggest  the  machinery  is  all  there 
and  would  be  much  more  readily  accepted  by  the 
traders  than  to  permit  the  Inland  Revenue  to  have 
a roving  commission  practically  to  walk  into  a man’s 
premises  and  to  ask  him  to  produce  all  his  books 
And,  with  all  respeot,  you  have  not  got  the  trained 
staff,  and  I do  not  think  you  are  likely  to  get  it 
within  the  next  ten  or  fifteen  years,  who  can  o-n 
in  and  examine  books  wholesale.  They  do  not  exist? 
—If  I may  say  so,  I think  there  are  several  points 
which  you  have  just  put  to  me  which  are  entirely 
wrong.  In  the  first  place,  there  is  no  suggestion 
that  we  should  have  power  to  walk  into  a man’s 
office  and  demand  to  see  his  books.  Our  proposal 
is  made  most  specific  that  the  only  power  to  compel 
it  should  rest  in  the  Board  of  Inland  Revenue,  who 
would  consider  the  oases  and  make  an  order ; that 
is  the  first  thing.  The  seoond  thing  is  that  we 
are  losing,  I should  think,  more  money  through 
partial  audits  made  by  good  accountants  than  from 
any  other  cause  of  evasion.  I can  quote  you  oases 
in  my  own  experience. 

21.451.  I quite  agree  these  cases  are  very  serious, 
but  they  are  not  widespread  ?— I wish  I could  agree 
with  you.  In  this  evidence  we  have  been  trying 
to  suggest  a way  of  stopping  it.  We  do  not  want 
this,  and  we  do  not  want  to  have  to  detect  it. 
We  want  to  stop  it  if  we  can.  That  is  the  thing 
we  are  aiming  at. 

21.452.  You  think  if  you  had  the  powers  you  would 
not  need  to  exercise  them.  All  of  these  fraudulent 
people  would  become  very  honest  at  once?— No,  but 
I think  it  would  stop  what  I call  the  weakly  dis- 
honest; we  do  not  want  to  prosecute  them;  we  do 
not  want  to  penalize  them;  we  want  to  stop  them. 

21.453.  Chairman : We  have  got  to  a considerable 
point  with  you,  and  Mr.  McLintock  has  been  examin- 
ing you  to  get  you  to  qualify  the  word  “ widespread  ” 
by  some  other  term;  and  you  gave  somo  particular 
cases  of  evasion ?— (Mr.  Towle):  Yes,  my  lord. 

21.454.  Now  can  we  continue  that?— I should  like, 
if  I might,  to  hand  round  to  the  members  of  the 
Commission  these  copies  of  our  “ Quarterly  Record.” 
There  is  a statement  on  page  191  of  cases  within  my 
own  knowledge,  in  which  I have  listed  most  of  the 
prevalent  forms  of  fraud  in  connection  with  accounts 
and  books. 

21.455.  You  spoke  about  retailers  as  being  parti- 
cularly prone  to  evade  taxation.  I was  wondering 
whether  it  would  be  possible  for  the  Government  to 
make  an  assessment  on  all  retail  traders  of  double 
the  assessment  that  has  been  paid  by  them  previously. 
With  the  increase  of  profits  in  the  case  of  all  re- 
tailers throughout  the  country,  would  it  be  possible 
simply  to  take  these  Income  Tax  papers  and  just 
double  all  the  assessments? — I do  not  think  it  would, 
because  in  a good  many  cases  it  probably  would  not 
be  necessary,  and  in  other  cases  it  ought  to  be  four- 
fold or  sixfold.  You  would  get  great  inequality,  and 
you  would  cause  a great  many  appeals  from  people 
who  ought  not  to  have  been  troubled,  and  at  the 
same  time  you  would  not  get  sufficiently  high  for 
people  who  ought  to  be  troubled.  It  would  be  equit- 
able only  in  perhaps  one  quarter  of  the  cases. 

21.456.  A great  many  foreigners  have  come  over 
lately  to  do  business ; are  you  watching  that  very 
closely?- — I am  afraid  that  really  we  are  suffering  so 
much  from  lack  of  staff,  the  men  are  so  overworked, 
and  it  is  so  difficult  to  get  experienced  men — it  takes 
so  long  to  train  them — that  for  the  moment  things 
are  rather  in  abeyance  in  that  respect.  In  the  case 
of  small  shopkeepers  I am  not  suggesting  that  that 
is  all  fraudulent  evasion.  They  are  under-assessed 
in  most  cases,  there  is  no  question  about  that;  but  it 
is  casualness  and  slackness  in  a great  many  cases. 

21.457.  Now  you  will  be  prepared  to  answer  any 
other  questions  that  may  be  put? — Mav  I just  draw 
your  attention  to  page  191  of  this  little  book  that 
has  been  handed  round,  or  perhaps  193  is  the  first 
page  that  is  really  of  any  importance? 

21.458.  Is  that  about  the  manipulation  of  the  tax? 

— Yes ; we  set  out  there  eleven  irregularities  which 
occur  frequently  and  which  practically  embrace  the 
ordinary  forms  of  irregularities  in  books  and 
accounts., 
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21  459.  Mr.  Walker  Clark : Are  not  all  these  eleven 
points  questions  which  invariably  the  Surveyor  puts 
to  a taxpayer  when  he  brings  his  accounts  in? — I 
do  not  think  so.  For  instance,  no  Surveyor  would 
dream  of  asking  a taxpayer  whether  he  had  over- 
stated his  purchases. 

21.460.  You  say  no  Surveyor  would  dream  of  asking 
such  a question? — I think  not. 

21.461.  1 have  heard  the  question  asked  many 
time’s?— It  would  not  be  part  of  the  ordinary  pro- 
cedure of  a Surveyor. 

21.462.  In  cases  of  appeal  I have  heard  the  ques- 
tion’put  many  a time?— I think  perhaps  you  are 
thinking  of  cases  of  appeal  only.  It  is  not  a ques- 
tion which  a Surveyor  would  put  to  a taxpayer  who 
had  sent  in  an  account : ‘ ‘ have  you  overstated  your 
purchases?”  It  would  be  regarded  as  insulting  as  a 
rule  in  a case  like  that,  unless  the  Surveyor  has 
some  ground  for  it.  The  same  with  regard  to  omis- 
sion of  sales.  It  is  not  a question  which  you  could 
put  universally. 

21.463.  These  are  actual  frauds? — Yes. 

21 464.  A representative  of  the  Inland  Revenue 
has  stated  here  that  70  per  cent,  of  the  Income  Tax 
is  collected  at  the  source,  which  does  not  lend  itself 
to  these  things,  so  we  are  only  dealing  with  30  per 
cent. ; and  of  that  30  per  cent,  the  same  gentleman 
said  that  the  vast  majority  of  taxpayers  are  honest? 
—I  think  you  have  to  take  into  consideration  that 
ho  dealt  only  with  Income  Tax  and  not  Excess 
Profits  Duty,  which  is  part  of  the  same  thing. 

21.465.  We  have  nothing  to  do  here  with  that?- 
But  in  any  question  of  under-statement  of  profits 
the  loss  of  Excess  Profits  Duty  is  far  greater  than 
the  loss  of  Income  Tax. 

21.466.  But  that  is  not  within  our  scope?— Is  that 
quite  so?  Because  when  the  Excess  Profits  Duty 
ceases  the  profit  will  be  assessable  again  to  Income 
Tax;  so  that  although  Mr.  London  said  the  field  for 
active  evasion  might  be  taken  at  300  millions,  from 
that  there  has  been  deducted  something  like  200 
millions  Excess  Profits  Duty;  so  that  the  whole  field 
for  evasion  of  tax  would  be  500  millions;  that  is 
for  active  evasion. 

21.467.  And  of  that,  you  suggest  in  the  last  clause, 
a loss  of  100  millions  during  the  last  few  years — 
which  I take  to  be  three  years? — I take  the  whole 
period  of  Excess  Profits  Duty. 

21.468.  Four  years?— Yes,  and  about  three  years 
for  Income  Tax. 

21.469.  Your  charges  are  very  astonishing  tp  me?— 
I think  you  can  take  it  on  all  the  figures  that  have 
been  given  officially,  and  you  will  find  it  works  out 
exactly.  If  you  would  like  me  to  go  into  it,  of 
course,  I can  tell  you. 

21.470.  There  is  rather  a surprising  point  at  the 
end  of  your  paragraph  10.  You  say:  “The  extent 
to  which  he  ” (that  is  the  Surveyor)  “ can  exercise 
either  form  of  investigation  is  limited  bv  the  time 
and  staff  at  his  disposal.”  You  do  not  suggest 
there  that  any  new  legislation  is  needed  but  merely 
an  increase  in  the  staff  ? — That  only  applies  to  the 
investigations  that  the  Surveyor  can  make ; that 
does  not,  of  course,  cover  what  he  could  do  with 
increased  powers.  That  is  the  point  there. 

21.471.  You  want  both  power  and  staff? — Yes, 
undoubtedly,  and  tha  more  power  you  have,  the  less 
staff  you  will  need.  I think  that  is  so,  because  the 
more  drastic  the  powers,  the  less  you  have  to  apply 
them,  and  the  very  fact  that  the  powers  exist  would 
check  an  enormous  amount  of  faint-hearted  evasion 
which  goes  on  at  present. 

21.472.  I must  confess  that  the  statements  you 
have  made  are  very  alarming,  and  very  different 
from  those  of  any  other  witness? — Might  I take  this 
case?  If  a trader’s  profits  which  are  liable  to  Excess 
Profits  Duty  in  1917  have  been  under-stated  by 
£1,000  the  result  is  something  like  this  in  an  ordi- 
nary case.  The  loss  of  Excess  Profits  Duty  is  £800, 
the  loss  of  Income  Tax  is  £20  for  each  of  the  next 
three  years.  In  other  words,  the  loss  of  Excess 
Profits  Duty  is  40  times  the  loss  of  Income  Tax  in 
the  first  year. 

21.473.  But  that  is  outside  our  scope? — I know, 
but  if  you  notice  in  my  last  paragraph  I quote 
a figure  expressly  to  include  Excess  Profits  Duty. 
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21.474.  In  paragraph  31  you  say:  “It  is  sug- 

gested that  the  Board  should  pay  reasonable  sums 
to  banks  and  public  bodies  for  the  work  done  by 
them  in  supplying  information”? — Yes. 

21.475.  Is  that  to  overcome  their  scruples  in  respect 
of  the  fiduciary  position  they  occupy  towards  their 
clients? — No;  it  is  obviously  some  payment  for  the 
services  rendered.  It  is  nothing  to  them,  but  it  is 
not  fair  to  put  a burden  upon  them  as  regards  other 
people’s  incomes,  without  paying  them  for  it. 

21.476.  But  is  it  perfectly  fair  to  put  the  burden 
on  to  an  employer  with  regard  to  services  rendered 
and  the  salaries  of  his  employees  and  everything  of 
that  kind — to  put  him  to  an  enormous  amount  of 
trouble  and  pay  him  nothing? — Of  course,  that  is  a 
very  old  established  thing ; I do  not  exclude  the  ques- 
tion of  payment  to  them  if  you  wish  to  raise  it. 

21.477.  It  is  not  very  old  established,  is  it? — They 
always  had  to  give  a list  of  names,  but  they  had  not 
to  state  the  salaries.  I think  that  was  the  position. 

21.478.  It  is  a very  different  thing  now : calculat- 
ing a man’s  wages  for  twelve  months,  and  with  all 
the  intricacies  of  varying  rates  of  wages  during  the 
period.  It  is  a very  serious  thing? — Yes,  I know  it 
is  a very  serious  thing,  especially  in  respect  of 
quarterly  assessments. 

21.479.  There  is  no  suggestion  of  paying  anything 
to  the  employer  who  is  put  to  an  enormous  amount 
of  expense  and  trouble,  but  there  is  a suggestion  to 
pay  something  to  the  banks  that  are  put  to  a very 
slight  amount  of  trouble? — Do  you  not  think  that  it 
might  be  rather  a benefit  to  the  employer  ? 

21.480.  You  are  really  serious  in  suggesting  to  us 
that  there  is  an  enormous  amount  of  evasion,  which 
is  different  from  avoidance? — Yes. 

21.481.  And  that  retailers  are  special  sinners?— 
No,  I do  not  say  so. 

21.482.  You  single  them  out  specially.  I took  it 
down:  “ A trader  assessed  to  £400  or  £500  is  making 
an  annual  profit  of  several  thousand  pounds.”  Mr. 
McLintock  asked  who  those  traders  were,  and  you 
said  retailers? — I think  the  point  is  this:  that  it  is 
in  numbers  only.  Obviously  there  are  more  retailers 
than  any  other  class,  and  the  number  of  retailers 
avoiding  or  evading  would  be  greater;  we  do  not 
say  the  proportion  is  greater. 

21.483.  Chairman : You  do  not  mean  that  they  are 
worse  than  anybody  else? — Of  course  not,  my  lord. 

21.484.  Mr.' Walker  Clark:  They  are  really  very 
decent  people,  but  there  are  a great  many  of  them, 
and  a few  of  them  sin.  Is  that  it? — Yes. 

21.485.  Then  there  are  the  suggestions  you  make  in 
the  summary  of  proposals  here.  Of  course,  these  are 
very  rough  suggestions,  I take  it ; they  are  not  drawn 
up  with  the  accuracy  that  you  would  expect  in  a 
Statute ?— Certainly  not;  they  are  raised  for  con- 
sideration. 

21.486.  You  suggest  inspection  of  a trader’s  books. 
If  a trader  makes  up  his  mind  that  he  is  going  to 
defraud  the  Revenue  could  an  ordinary  Inland 
Revenue  inspection,  such  as  you  could  make  in  a 
month,  detect  the  fraud  which  you  thought  existed 
as  shown  by  his  books? — If  we  had  the  additional 
power  to  obtain  from  the  banks  the  names  of  their 
customers  in  cases  where  we  wanted  to  do  so,  I should 
think  we  could  do  any  ordinary  case  in  a fortnight, 
and  probably  in  a week. 

21.487.  I suggest  to  you  that  it  would  be  a very 
cursory  examination  of  books? — Well,  I have  made 
a good  many. 

21.488.  And  you  have  discovered  a good  many 
things  in  doing  so? — I have. 

21.489.  That  is  when  you  had  restricted  powers 
and  when  you  had  a man  who  would  understand 
questions  intelligently,  and  answered  them  fairly 
correctly  ?— Yes,  the  type  of  case  where  a man  invites 
you  to  see  his  books  because  he  is  so  satisfied  that  he 
has  made  them  detection-proof  that  he  does  not  mind 
who  sees  them. 

21.490.  I quite  understand  that  type  of  individual. 
You  would  not  suggest  that  we  should  adopt  in 
England  the  method  which  was  adopted  in  some 
countries,  that  there  should  be  an  absolute  record  of 
all  profits  made  and  handed  out  to  every  individual, 
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docketed  and  numbered  and  traced  ? — Profits  or 
payments  ? 

21.491.  Both  profits  and  payments? — No.  Per- 

sonally I should  not. 

21.492.  You  would  not  go  to  that  length? — No. 

21.493.  You  know  to  what  I allude.  But  you  think 
that  the  suggestions  you  make  in  your  paragraph 
30  (3)  (a)  to  ( g ) would  be  quite  sufficient? — They 
would  not  deal  with  the  question  of  evasion  on  income 
from  abroad.  Apart  from  that,  I think  they  would 
make  the  system  fairly  water-tight. 

21.494.  Can  you  not  now  obtain  from  the  Govern- 
ment particulars  of  all  contracts  and  payments  for 
services  rendered? — No;  we  get  a certain  amount  of 
information — usually  a small  amount — handed  out 
to  us  voluntarily ; but  we  have  no  power  to  get  it. 

21.495.  You  only  request  it? — We  do  request  it  at 
times,  but  we  do  not  always  get  it. 

21.496.  Hr.  Marks:  With  regard  to  your  sugges- 
tion that  the  Board  of  Inland  Revenue  be  empowered 
to  requisition  information  from  the  banks  and  pos- 
sibly a copy  of  a particular  person’s  account  which 
you  wish  to  investigate,  can  you  tell  me  whether  you 
are  asking  for  the  Board  of  Inland  Revenue  any 
more  power  than  is  now  possessed  by  the  Courts  of 
law  ? — I am  not  certain  if  a Court  would  have  the 
power  to  ask  a bank  whether  a particular  trader  had 
an  account  there  or  not.  I am  not  quite  clear  on 
that  point.  The  second  part — getting  a copy  of  an 
account — of  course,  is  done  generally. 

21.497.  For  this  particular  purpose,  the  prevention 
of  fraudulent  evasion,  you  want  the  Board  of  Inland 
Revenue  to  have  the  same  powers  as  a judge  of  the 
High  Court? — If  he  has  the  power  to  require  a bank 
to  state  whether  a particular  trader  has  an  account 
there  or  not.  I value  that  power  rather  more  than 
the  other. 

21.498.  And  in  addition  you  require  the  Board  to 
be  granted  that  particular  power? — Yes. 

^>499.  As  you  state  in  your  proof,  you  realize  there 
would  be  a very  great  opposition  on  the  part  of 
bankers? — One  must  realize  that. 

21,500.  Mr  Walker  Clark:  You  just  now  stated, 
in  reply  to  the  Chairman,  that  the  small  trader  was 
generally  under-assessed  ?— Yes. 


,,  21>501-.  Do  y°u  think  that  is  accurate?— I should 
think  it  is  at  the  present  time.  Before  the  war  I do 
not  say  so ; but  the  Surveyors  have  been  so  busy  with 
the  big  account  cases,  and  Excess  Profits  Duty  that 
they  have  not  had  time  to  look  after  the  small  cases. 
5"  rame,?lI,eI  this  morning  about 

that  North  of  England  case;  I am  afraid  that  is 
typical. 

21.502.  I suggest  to  you  that  if  small  traders  are 
generally  under-assessed,  there  is  a very  lax  Sur- 
veyor and  there  is  a very  lax  Assessor?— It  really  is 
not  so.  He  has  had  no  chance. 

21.503.  Sir  J.  Jlarribood-Banner : Would  it  not  be 
nnlery+  ^P0Itant  addition  to  require  that  where 
accounts  have  been  audited  by  a chartered  accountant 
the  Income  Tax  authorities  should  have  access  to  the 
chartered  accountant  where  the  firm  insists  on  making 
up  its  own  return?— Our  trouble  in  those  cases  is 
that  we  do  not  know  that  an  accountant  has  been 
employed  We  have  had  case  after  case  recently 
where  we  have  had  accounts  from  a trader  made  bv 
himself,  while  he  has  audited  accounts  all  the  tim*e 
showing  two  or  three  times  the  profit.  It  probably 
comes  up  by  means  of  an  informer. 


21,504.  Then  you  would  not  strengthen  paragraph 
(e) : to  obtain  from  practising  accountants  lists  of 

accounts  prepared  by  them,”  by  adding  that  where 
they  do  that,  you  should  have  acoess  to  those  chartered 
accountants,  to  know  whether  their  certificate  for  a 
limited  company  also  applies  to  the  return  made  for 
Inoome  Tax? — We  have  considered  that  point  and 
we  think  that  if  we  knew  that  this  man  had  audited 
accounts  prepared  by  an  accountant,  we  should  get 
them;  and  then  we  should,  if  necessary,  get  the 
accountant’s  certificate  on  them  as  to  the  extent  of  the 
audit.  ■ I do  not  think  statutory  powers  are  necessary. 
I think  we  could  do  it  if  once  we  knew  where  the 
audited  accounts  were. 


21.505.  Most  limited  companies  have  audited 
accounts? — Yes. 

21.506.  But  they  do  not  necessarily  employ  their 
chartered  accountants  in  making  up  their  Income 
Tax? — I agree. 

21.507.  It  is  very  important  that  the  two  things 

should  be,  as  far  possible,  made  together? Yes.  We 

have  tried  to  avoid  making  any  suggestions  which 
would  incur  expense  on  the  taxpayer,  and  possibly 
it  would  do  so  in  some  cases. 

21.508.  With  a big  limited  company  the  expense 
would  be  immaterial? — I agree. 

21.509.  And  it  would  be  a great  addition  to  your 
power  if  you  had  access  to  the  chartered  accountants? 
—Rightly  or  wrongly  we  thought  that  our  proposals 
would  meet  our  purpose. 

21.510.  Mr.  Graham  : 1 am  sorry  I did  not  hear 
your  evidence  this  morning,  and  I am  rather  ignor- 
ant on  this  part  of  the  subject.  I gather  that  the 
Department  is  understaffed? — Yes. 

21.511.  I know,  from  many  members  I have  met, 
that  they  are  working  against  heavy  odds  for  the 
most  part.  I think  that  is  correct? — It  is  correct. 

21.512.  That  points  to  this : that  they  have  to  tackle 
the  work  in  hand  as  quickly  as  they  can,  and  there 
cannot  in  the  aggregate  be  very  much  opportunity 
for  a real  study  or  investigation  of  evasion  and  fraud 
and  avoidance,  and  all  the  rest  of  it? — There  has 
been  very  little  opportunity  in  the  last  three  or  four 
years. 

21.513.  Am  I correct  in  saying  that  there  is  no 
Department  dealing  specially  with  this?  You  have 
no  organisation  specially  devoted  to  that  part  of 
Income  Tax  or  Super-tax? — We  are  just  starting  it. 
The  Board  have  engaged  12  accountants  now,  and 
jversonally  I am  engaged  on  nothing  else,  and  several 
other  men  are  engaged  for  part  of  their  time  upon 
this  work  of  investigation. 

21.514.  What  is  your  view  of  the  proposal  that, 
in  view  of  the  fact  that  Income  Tax  is  likely  for 
the  future  to  apply  to  a very  much  larger  portion 
of  the  population  than  in  the  past,  with  new  ramifi- 
cations, such  a Department  should  be  established, 
adequately  staffed,  to  make  what  I would  call  a 
scientific  investigation  of  the  whole  question  of  avoid- 
ance and  evasion,  and  everything  connected  with  it? 
— I think  it  is  extremely  necessary. 

21.515.  Are  you  satisfied  that  that  would  result  in 
very  large  return  to  the  State  in  these  hard-up  times  ? 
— Yes.  I think  the  utility  of  that  staff  would  depend 
to  some  extent  on  the  powers  you  give  it.  Obviously 
the  investigation  of  books,  for  instance,  at  present  is 
limited  to  those  cases  where  it  is  voluntarily  agreed 
to  by  the  taxpayer.  The  whole  consideration  of  fraud, 
of  course,  is  a wider  subject  than  that  really,  and  I 
think  such  a branch  would  be  valuable  in  any  case. 

21.516.  Bearing  on  that  point,  do  you  think  we 
will  ever  get  rid  of  avoidance  or  evasion  in  this 
country  while  a very  large  number  of  traders  and 
others  keep  no  books  or  accounts  at  all? — I do  not 
think  you  will  ever  get  the  thing  watertight.  I do 
not  think  that  is  feasible. 

21.517.  What  do  you  think  of  the  idea  that  if  a 
party  is  in  business  and,  clearly  arising  from  that, 
he  has  obligations  to  the  State,  he  or  she  should  bo 
compelled  to  keep  some  form  of  book,  however  simple, 
to  record  the  transactions  ? — Like  the  Continental 
method,  where  he  must  keep  a journal? 

21.518.  Any  system ; I do  not  commit  myself  to  the 
Continent? — I would1  not  like  to  press  it.  Obviously 
it  would  be  very  valuable,  from  our  point  of  view, 
but  it  would  put  a very,  heavy  burden  upon  a lot  of 
small  people  who  are  really  hardly  capable  of  keeping 
books. 

21.519.  But  against  the  burden  on  the  small  people 
there  is,  of  course,  the  obvious  consideration  that  the 
State  will  lose  what  the  State  should  obtain  unless 
that  form  of  compulsion  were  introduced?: — My  own 
feeling  is  that,  as  regards  those  small  people,  when  we 
have  reasonable  time  to  deal  with  them,  we  deal  with 
them  fairly  and  effectively  at  present.  Before  the 
war  I do  not  think  there  was  a great  deal  of  evasion 
there. 

21.520.  Not  among  the  small  people? — No,  I do 
not  think  so. 
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21  521.  As  a business  proposition,  is  it  not  desir- 
able’to  keep  books,  even  from  the  point  of  view 
of  finding  out  what  tirade  is  being  done  within 
the  State?— Of  course  that  is  rather  outside  my 
scope.  I realize  the  advisability  of  it,  but  I am 
not  quite  sure  as  to  the  practicability  of  it. 

21  522.  Dr.  Stamp : Arising  out  of  one  or  two 
of  the  answers  given  to  Mr.  Walker  Clark:  When 
a trader  submits  his  accounts  do  you  usually  ask 
him  to  sign  that  they  are  correct?— Yes. 

21,523.  You  would  not,  naturally,  follow  up  his 
signature  by  asking  the  question:  “are  these 

accounts  false”?— No,  you  could  not  very  well  do 

that.  , n 

21  524.  And  if  you  iask : “ are  your  purchases 

overstated?”  that  would  be  practically  tantamount 
to  saying:  “are  your  accounts  false?”— Yes,  that 

1S  21/525.  Mr.  Walk  dr  Clark : As  a rule  they  do 
say:  “ are  these  accounts  correct?” 

2i,526.  Dr.  Stamp : Having  obtained  the  signature 
I take  it  that  such  point  blank  questions  as  “ are 
the  accounts  false  in  any  particular  ? ” are  hardly 
the  best  way  of  conducting  an  inquiry?— I should 
not  do  that  myself.  . . 

21  527.  When  a man  has  committed  himseil  in 
writing  to  say  that  they  are  correct,  he  is  not 
likely  to  stop  at.  much  in  speech,  is  he?— No. 

21  528.  You  are  dealing  with  accounts  that  yield 
both  Excess  Profits  Duty  and  Income  Tax  at  the 
present  time? — Yes.  . 

21.529.  And  those  two  taxes  are  very  much  inter- 
locked ? 'Y*  es. 

21.530.  One  bears  to  some  extent  on  the  other? — 
Yes. 

21531.  Therefore  it  is  impossible  to  differentiate 
them  in  our  consideration  of  the  subject? — That  is 
my  opinion ; I do  not  see  how  you  possibly  could. 

21.532.  And  although  the  Excess  Profits  Duty  may 

not  be  mentioned  in  our  Terms  of  Reference,  m 
relation  to  this  subject  one  can  hardly  help  looking 
at  it?— That  is  my  view.  x, 

21.533.  And  your  view  is  that  when  the  excess 
Profits  Duty  is  dropped,  and  the  powers  in  connec- 
tion with  it  have  dropped,  the  Inland  Revenue  will 
have  lost  an  important  engine  of  investigation? 
Yes;  and  might  I say  also  that  the  field  for  evasion 
of  Income  Tax  will  be  widely  extended). 

21.534.  You  have  just  expressed  the  view  that 
amongst  traders  generally  there  was  not  before  the 


war  a very  great  amount  of  revenue  lost? — -No,  there 
was  not  much  in  it. 

21.535.  And  the  evasion  has  grown  during  the 
war  with  the  rapid  increase  in  profits  and  the  diffi- 
culty of  the  Surveyors  following  them  up? — Yes;  we 
have  been  taking  the  big  lumps  where  we  could 
get  them. 

21.536.  Would  you  agree  that  in  this  estimate 
of  yours  at  the  end  a large  part  of  it  is  Excess 
Profits  Duty? — Yes. 

21.537.  Some  witnesses  have  put  to  us  that  there 
has  been  a great  loss  because  of  the  inability  or 
neglect  of  traders  to  keep  nooks.  Do  you  think  there 
is  more  loss  where  books  are  kept  than  where  books 
are  not  kept? — Where  books  are  kept. 

21.538.  So  that  there  is  not  a great  deal  of  evasion 
now.  in  the  case  of  a trader  who  does  not  keep 
books? — There  is  a great  deal  of  it,  but  the  amounts 
are  not  very  large  as  compared  with  the  total 
revenue. 

21.539.  I am  thinking  of  the  amount  of  revenue 
involved?— Perhaps  £200  or  £300  tax  would  cover 
three  or  four  cases. 

21.540.  Do  you  think  before  the  war  the  greater 
part  of  any  duty  that  was  evaded  was  not  amongst 
the  retailers,  whose  activities  are  more  obvious,  but 
amongst  the  small  factories  that  are  rising  into 
prosperity?— Yes.  Certain  classes  of  retailers  can 
do  it  very  easily  if  they  wish  to  do  it,  but  generally 
it  was  on  the  more  substantial  profits. 

21.541.  I have  been  asked  by  one  of  the  Com- 
missioners, who  has  had  to  leave,  to.  put  this  ques- 
tion to  you  in  relation  to  your  paragraph  30  (3)  (7) : 
“ to  require  employers  to  supply  lists  of  payments 
for  services  rendered,  made  to  persons  other  than 
employees.”  Does  that  refer  principally  to  touts  for 
Stock  Exchange  business,  the  sale  of  wines,  insur- 
ance on  lives,  and  so  on,  and  as  to  whether  the 
brokers  employed  could  not  be  made  to  give  a record 
of  commissions?— The  proposal  was  largely  designed 
to  hit  that. 

21.542.  The  Commissioner  asked  me  to  put  it 
specifically  to  you  whether  you  would  wish  that  to  be 
included? — Yes,  commissions  and  such  like  cases. 
My  lord,  might  I just  put  in  a suggested  return 
form  [see  App.  No.  33].  I have  copies  here;  it 
is  embodying  these  proposals  for  asking  certain 
questions? 

21.543.  Chairman : Yes.  Thank  you. 


Mr. 


Copley  Delisle  Hewitt,  Clerk  and  Counsel  to  the  Commissioners 

and  examined. 


of  Taxes  for  the  City  of  London,  called 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

21,544.  (1)  I have  had  25  years’  experience  of  In- 
come Tax  administration  in  the  City  of  London,  first 
as  Assistant  Clerk,  and  subsequently  as  Clerk  and 
Counsel  to  the  Commissioners.  I am  also  President 
of  the  Association  of  Clerks  to  Commissioners  of 
Taxes  for  England  and  Wales.  The  views  expressed 
except  in  so  far  as  they  refer  in  particular  to  the 
City  of  London,  are  the  views  of  the  Executive  Com- 
mittee of  the  Association. 

History. 

.21,545.  (2)  As  a preliminary  to  the  evidence  I pro- 
pose .to  give;  I desire  to  draw  attention  to  the  im- 
portance of  the  principle  upon  which  the  Income  Tax 
Acts  were  framed.  This  principle  was  that  Local 
Commissioners  and  their  officials,  the  Assessors  and 
Collectors,  should  constitute  the  taxing  authority  for 
the  purposes  of  the  assessment  and  collection  of  In- 
come Tax,  and  the  hearing  of  all  appeals  in  connec- 
tion therewith.  I wish  particularly  etc  emphasize  this 
point,  as  there  appears  to  exist  in  some  quarters  a 
mistaken  impression  that  the  Inland  Revenue  are  the 
taxing  authority.  The  point  is  made  clear  by  the 
Income  Tax  Act,  1842,  which  assigns  to  the  Commis- 


sioners the  execution  of  “ all  matters  and  things  re- 
lating to  ” Income  Tax  (s.  22),  including  the  appoint- 
ment of  Assessors  to  assess  and  Collectors  to  collect 
(s.  36),  and  the  hearing  of  appeals  (s.  118),  while  the 
Commissioners  of  Inland  Revenue,  as  representing 
the  Crown,  are  limited  to  “the,  direction  and 
management  of  the  duties  ” granted  (s.  3). 

21  546.  (3)  The  administration  of  Income  Tax  was 
purposely  put  under  two  jurisdictions : 

. (a)  Xocpl  Qpm^&sipners^^n  independent  and  un- 
paid ho'dy  designed  to  stand  between  .the  Crown  and 
the  taxpayer,  to  take  an  independent  and  impartial 
position,  curbing,  on  the  one  hand,  undue  severity, 
zeal  and  harshness,  and,  on  the  other,  seeing  that  the 
fair  requirements  of  the  Crown  are  duly  compliml 
with  Mr.  Pitt,  when  introducing  his  Bill  m 17J8, 
said  with  regard  to  the  Local  Commissioners : It 

will  occur  te  everyone.to  enquire  what  species  of  Com- 
missioners shall  be  vested  with  the  power  of  fixing  the 
rate  of  assessment  under  a measure  which  must  leave 
considerable  discretionary  power  an  such  Commis- 
sioners. Several  qualifications  are  an  a particuia.r 
measure  desirable.  They  ought  to  be  persons  of 
respectable  situation  in  life;  as  far  as  possible  re- 
moved from  any  suspicion  of  partiality,  or  any  kind 
of  undue  influence;  men  of  integrity  and  independ- 
ence.” (Hansard,  vol.  34,  p.  6.) 

TJ  3 
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This  body  is  appointed  on  behalf  of  the  public,  and 
consists  of — 

CO  The  General  (or  appeal)  Commissioners. 

(ii)  The  Additional  (or  assessment)  Commis- 
sioners with  their  officials,  the  Assessors 
and  Collectors. 

(b)  The  Inland  Revenue. — To  this  department,  as 
representing  the  Crown,  is  given  a general  right  of 
supervision  in  order  that  the  interests  of  the  Crown 
may  be  adequately  safeguarded  and  the  correct 
amount  of  duty  assessed  and  collected. 

21.547.  (4)  This  is  the  main  principle  underlying 
the  imposition  of  the  Income  Tax,  and  holds  good 
equally  to-day  as  in  the  year  1842,  when  Sir  Robert 
Peel  said  that  it  would  be  liable  to  great  exception 
if  Government  had  proposed  to  supersede  the  local 
tribunals  and  to  appoint  officials  of  their  own.  He 
said  : I propose  to  retain  the  Commissioners,  because 
the  policy  of  the  law  with  respect  to  assessed  taxes, 
as  it  was  with  the  property  tax,  is  not  to  make  the 
collection  of  that  tax  depending  on  the  mere  will  of 
the  Government.  It  is  thought  more  consistent  with 
the  principles  of  the  Constitution  that  parties  locally 
known  to  those  who  were  to  be  taxed  should  be  em- 
ployed in  its  collection,  and  I propose  to  leave  those 
provisions  of  the  law  untouched,  as  it  is  thought  more 
consistent  with  constitutional  usage  to  employ  parties 
who  have  local  weight  and  authority  in  the  assess- 
ment and  collection  of  the  tax.”  ( Times  Report, 
19th  March,  1842.)  Mr.  Joseph  Hume  also  insisted 
that : “ it  is  more  consistent  to  leave  the  local  tri- 
bunals in  the  hands  of  the  local  authorities,  and 
those  of  the  Government  in  the  hands  of  the  Govern- 
ment. I object  to  place  the  duties  under  the  manage- 
ment of  the  Commissioners  of  Stamps  and  Taxes  ” 
(now  Inland  Revenue). 

21.548.  (5)  That  the  public  fully  recognized  and 
jealously  guarded  the  importance  of  the  principle 
that  the  people  who  assessed  the  tax  should  be  an  un- 
paid local  body  of  Commissioners,  and  independent 
of  control  on  the  part  of  the  Crown,  who  ultimately 
received  the  duties  assessed,  is  clearly  shown  through- 
out the  history  of  the  Income  Tax  Acts  and  Finance 
Bills  on  attempts  being  made  to  lessen  the  power  of 
the  local  authorities,  or  to  bring  the  officials  under 
the  direct  or  indirect  influence  of  a Government 
department.  To  quote  a few  instances : in  1864  a 
Bill  was  introduced  by  the  Government  to  empower 
the  Inland  Revenue  to  appoint  their  officers  to  be  the 
Collectors  of  Taxes  in  lieu  of  Collectors  appointed 
by  the  General  Commissioners.  The  Bill  was  opposed 
and  did  not  pass. 

In  1879,  on  the  introduction  by  the  Government  of 
the  Inland  Revenue  Bill  for  this  year,  it  was  proposed 
to  collect  the  Income  Tax  under  Schedules  D and  E 
by  officers  appointed  by  the  Inland  Revenue.  A large 
number  of  petitions  were  presented,  and  considerable 
agitation  having  prevailed  throughout  the  country, 
the  proposals  were  withdrawn. 

In  1883  the  Government,  by  the  Customs  and 
Inland  Revenue  Bill,  proposed  to  give  power  to  the 
Inland  Revenue  Board,  with  the  sanction  of  the 
treasury,  after  notice  to  the  Local  Commissioners, 
to  remove  the  collection  of  duties  under  Schedules  D 
and  E from  the  hands  of  the  local  Collectors  and  to 
appoint  officers  of  Inland  Revenue  to  be  Collectors. 
This  proposal  met  with  general  opposition  throughout 
the  country  on  the  ground  that  the  proposed  change 
was  fraught  with  mischief  and  likely  to  do  the  tax 
itself  unnecessary  damage.  It  was  entirely  opposed 
to  the  principle  that  there  should  be  Commissioners 
representing  districts  who  should  appoint  their  own 
Clerks,  Assessors,  and  Collectors,  and  that  the  Com- 
missioners of  Inland  Revenue  should  have  their  Sur- 
veyors and  Inspectors  to  see  that  the  Crown  received 
no  damage  in  the  way  their  duties  were  realized. 
The  proposal  was  rejected. 

In  1887,  by  the  Inland  Revenue  Bill  introduced  by 
the  Government,  it  was  proposed  that  as  vacancies 
occurred  in  the  office  of  Assessor  of  Income  Tax, 
power  should  be  given  to  the  Inland  Revenue  to  make 
the  Iuland  Revenue  Surveyor  the  Assessor  of  the 


Income  Tax  for  the  district.  Grave  objections  were 
urged  to  the  proposal,  in  which  many  important 
bodies  took  part,  on  the  ground  of  the  constitutional 
right  of  taxpayers  to  assess  themselves,  and  in  the 
result  the  Bill  was  withdrawn. 

21.549.  (6)  In  the  year  1905  a Committee,  with 
Lord  Ritchie  as  Chairman,  was  appointed  to  enquire 
into  and  report  whether  it  was  desirable  to  effect 
any  alterations  in  the  system  of  the  Income  Tax. 
The  Commissioners  reported  (inter  alia)  as  follows : — 
“ We  are  glad  to  state  that  no  very  drastic  altera- 
tions seem  to  us  to  be  necessary  in  the  administra- 
tion of  the  Income  Tax.  Indeed,  we  desire  to  place 
on  record  our  opinion  that  the  tax  appears  on  the 
whole  to  be  levied  with  a minimum  of  friction  and  a 
maximum  of  result.” 

21.550.  (7)  Notwithstanding  the  above  attempts, 
the  principles  as  enunciated  by  Sir  Robert  Peel  in 
1842  still  remain  effective  to-day.  From  time  to  time, 
however,  clauses  have  been  inserted  in  Finance  Bills 
which  have  tended  to  destroy  the  balance  between 
the  two  bodies  concerned  in  the  administration,  and 
always  at  the  expense  of  the  Local  Commissioners, 
who,  although  the  taxing  authority,  have  never  been 
considered  or  consulted  when  amendments  affecting 
their  own  powers  have  been  proposed. 

21.551.  (8)  The  consequence  is  that  a dual  adminis- 
tration has  in  part  gradually  grown  up,  to  the  con- 
fusion of  the  taxpayer,  and  generally  tending  to 
obscure  the  true  position.  Many  instances  might  be 
quoted,  such  as  : — 

(i)  The  character  of  many  of  the  forms  for  re- 

turn of  income  prepared  by  the  Inland 
Revenue  for  use  by  the  Local  Commis- 
sioners or  their  Assessors  under  powers 
given  them  by  the  Taxes  Management  Act 
1880. 

(ii)  Right  to  appoint  Collectors  under  certain 

circumstances  (Taxes  Management  Act). 

(iii)  The  taking  over  of  the  assessment  of  the 

weekly  wage-earner. 

(iv)  The  Super-tax. 

Under  these  circumstances  it  can  be  readily  under- 
stood that  the  Local  Commissioners  and  their  officials 
experience  increasing  difficulties  in  adequately  main- 
taining their  position  and  carrying  out  their  duties 
in  accordance  with  the  intention  of  the  Income  Tax 
Acts. 

21.552.  (9)  The  proper  balance  between  the  two 
parties  to  the  administration  should  he  restored.  By 
changing  the  present  system,  so  wisely  devised  by 
eminent  statesmen  in  the  past,  and  removing  the 
buffer  which  the  Commissioners  represent  and  were 
appointed  to  represent  between  the  State  and  the 
Income  Tax  payer,  or  by  lessening  their  authority 
and  discretion,  it  is  felt  that  not  only  would  con- 
siderable friction  arise,  but  loss  would  result  to  the 
State.  It  is  better,  as  was  thought  in  1842,  and  has 
been  approved  since,  that  local  areas  should  bo 
managed  by  local  authorities  and  their  officials, 
thereby  giving  time  and  opportunity  for  considera- 
tion of  individual  cases  and  questions  which  may 
arise,  both  in  assessing  and  collecting,  than  that 
there  should  be  one  central  authority  to  deal  with  the 
taxpayer  as  a whole. 

21.553.  (10)  It  is  recognized  that  the  position  has 
always  been  one  of  some  difficulty  for  the  Inland 
Revenue,  owing  to  the  necessarily  decentralized 
character  of  the  Local  Commissioners,  comprising,  as 
they  do,  725  divisions  throughout  the  country.  It  is 
consequently  not  possible  for  their  assistance  to  be 
invoked  in  settling  new  forms  of  procedure  from  time 
to  time  found  to  be  necessary,  with  the  result  that 
the  Board  of  Inland  Revenue  may  have  had  no  other 
course  but  to  act  on  their  own  initiative.  At  the 
same  time  the  labours  and  devotion  of  the  Local  Com- 
missioners are  apt  sometimes  to  he  overlooked,  and 
it  does  not  appear  to  be  asking  too  much  for  them  to 
be  referred  to  upon  matters  intimately  connected  with 
their  duties — for  example,  they  should  have  some  say 
in  the  settlement  of  the  forms  and  documents  which 
are  required  to  be  issued  under  their  nignatures  or 
those  of  their  officials. 
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21,554.  (11)  Speaking  for  myself,  I should  have 
been  glacl  if  the  two  parties  to  the  administration 
could  have  agreed  together  for  the  purpose  of  pre- 
senting a joint  proof  to  the  Commission,  by  which 
means  any  changes  or  modifications  considered  desir- 
able could  have  been  laid  before  the  Commission  as 
the  outcome  of  the  co-ordinated  experience  of  both 
branches  of  the  administration.  For  the  purpose  of 
keeping  each  branch  on  an  even  balance  for  the 
future,  I do  suggest  that  some  machinery  could  with- 
out difficulty,  and  should,  be  set  up  in  the  form  of  a 
Central  Committee,  comprising  representatives  from 
each  branch,  for  the  purpose  of  considering  and  re- 
porting upon  every  reform  of  procedure  which  future 
legislation  may  from  time  to  time  render  expedient 
or  desirable. 

Administration. 

21555.  (12)  With  regard  to  administration 
generally,  I desire  to  put  forward  the  following 
general  propositions,  which  I give  as  the  result  of 
my  experience : 

1.  That  this,  the  largest  source  of  revenue  to  the 
country,  is  annually  assessed  and  collected  with  a 
minimum  of  friction  and  complaint.  That  this 
should  be  so,  notwithstanding  the  personal  nature 
of  the  tax  and  the  intimate  enquiries  necessary,  is 
truly  remarkable,  and  suggests  that  the  present 
system,  with  its  sanction  of  experience  of  nearly  BU 
years, 'and  with  its  spirit  of  compromise  so  suited 
to  the  British  temperament,  should  in  no  wise  be 
disturbed  in  favour  of  untried  experiments  in  ad- 
ministration, the  adoption  ot  which  might  well  have 
far-reaching  effects  with  possible  loss  to  the  Revenue. 

II  That  the  small  taxpayers,  who  constitute  the 
great  majority,  are  satisfied  with  the  present  adminis- 
tration. Suggestions  for  change,  if  any,  appear  to 
arise  only  in  cases  where,  owing  to  large  and  compli- 
cated accounts,  taxpayers  or  their  professional 
representative  naturally  deal  with  the  Surveyor  of 
Taxes  as  the  Income  Tax  expert,  with  whom  they 
must  come  to  an  agreement  prior  to  making  then 
returns  for  assessment.  They  do  not. 
avail  themselves  of  the  machinery  provided  for  the 
assistance  of  the  general  taxpayers,  as  they  can  weU 
take  care  of  themselves.  These  cases  form  only  a 
small  minority.  The  voice  of  the  great  majority  of 
taxpayers  who  are  satisfied  is  naturally  not  heaid. 

III.  That  the  large  sums  of  Income  Tax  are  assessed 
and  collected  at  a lower  cost  than  would  be  possible 
if  the  Board  of  Inland  Revenue  were  alone  respon- 
sible. The  Commissioners  are  altogether  unpaid.  In 
most  cases  the  Assessors  undertake,  m addition,  the 
duties  of  Collector  at  an  inclusive  salary.  Some 
Assessors  and  Collectors  work  with  no  cleik  at  all, 
and  few  with  more  than  one,  while  the  permanent 
staff  of  the  Clerk  to  Commissioners  is  also  very 
small,  this  being  augmented  when  needed  by  tem- 
porary assistance  only  at  busy  periods  J ■ 

As  will  be  seen  in  the  Report  annexed,  the  cost  of 
the  local  administration  tor  the  City  of  I"™don 
last  year  did  not  exceed  one-eighth  of  a penny  1 
the  £.  I suggest,  as  a general  proposition,  that  work 
which  is  undertaken  by  a civilian  tody  “ 
and  for  reasons  of  necessity,  simplified  to  the  utmost 
extent  and  conducted  with  the  assistance  of  as . small 
a staff  as  necessary.  Incidentally  and  consequen  y, 
it  is  accomplished  at  the  lowest  possible  expense. 
Transference  of  that  work  to  a Government  depart- 
ment,  in  my  opinion,  must  inevitably  result  m a 
considerable  increase  of  expense  to  the  community 
for  carrying  out  precisely  the  same  duties  Goiein- 
ment  departments  tend  to  become  complicated  m 
their  methods,  and  very  heavily,  staffed.  In  this 
case  there  is  no  natural  inclination  to  save  either 
time  or  expense.  :D 

IV.  That  the  local  assessment  of  Income  lax 
greatly  to  the  advantage  of  the  taxpayer,  the  tax- 
paver  can  obtain  on  the  spot  assistance  and  explana- 
tion of  any  difficulty  that  arises,  and  sympathy  with 
local  conditions  by  reason  of  local  knowledge^  li 
matters  of  Income  Tax  in  which  the  personal  element 
predominates,  decentralization  is  most  necessary. 

21,666.  (13)  As  the  City  of  London  for  the  imam 
cial  year  1918-19  was  responsible  for  Income  lax 


amounting  to  £64,000,000,  representing  one  quarter 
of  the  Income  Tax,  excluding  Super-tax,  returned  as 
collected  for  the  whole  of  the  United  Kingdom,  it  is 
thought  that  the  work  of  the  Commissioners  of  the 
City  of  London  involved  in  arriving  at  this  large 
sum  will  be  of  value  as  a serviceable  illustration  ot 
the  practical  working  of  the  administration  under 
present  conditions.  1 accordingly  propose,  with  the 
approval  of  the  City  Commissioners,  to  annex  as 
part  of  my  evidence  the  report  adopted  by  them 
Spon  the  work  of  the  last  financial  year,  1918x9 
as  a more  convenient  method  of  explanation  - of  the 
administration  as  it  at  present  exists.  LJ>«« 
Appendix  No.  34.]  f iwl 

21557.  (14)  Before  leaving  the  question  ol  ad- 
ministration,  I desire  to  take  this  opportunity  to 
deal  with  suggestions,  made  by  some  witnesses  to 
the  Commission,  that  the  office  ot  Assessor  might 
be  taken  over  by  the  Inland  Revenue.  Althougn  not 
elaborated  in  detail,  the  following  points  weio 

1C2156S  *(15)  Assessor  unnecessary,  as  the  Surveyor 
of  Taxes  could  do  the  loorfc— I think  this  suggestion 
cannot  he  maintained  in  the  light  of  an  exact  state- 
ment of  the  duties  of  the  various  parties  concerned 
in  an  assessment.  These  duties  ore,  shortly,  as 
follows.  The  Assessor  sends  out  forms  and  collects 
the  necessary  information.  The  Surveyor  chec ks 
it  and  agrees,  or  objects,  to  the  return  on  behalf  of 
the  Inland  Revenue,  lhe  Commissioners  then  pro- 
ceed  to  make  an  assessment,  either  on  the  hgure 
agreed  upon  between  the  parties,  or  upon  a figure 
arrived  at  after  considering  the  estimate  proposed 
K their  Assessor.  This  is  logical  and  works  well, 
for  it  will  be  seen  that  the  Surveyor  m reality 
endeavours  to  reach  an  agreement  if  possible,  before 
the  figures  ore  submitted  to  the  Commissioners  foi 

assessment.  ^ ^ ^ c(jrtain  that  the  Assessor  is 
indispensable,  not  only  to  the  taxpayer,  but i also 
to  the  Additional  Commissioners  and  the  Surveyor 
of  Taxes  themselves.  He  is  indispensable  to  the 
taxpayer  because  he  is  the  only  permanent  official 
rerideS  in  the  district.  He  is  in  personal  touch 
Kith  the  taxpayer,  and  is  the  obvious  and  proper 
person  to  whom  ho  should— and  to  whom,  in  fact, 
he  does— apply  for  information  and  assistance.  He 
is  ind^ensabi  to  the  Additional  Commissioners 
because  he  collects  the  information  w^on  which  *e 
assessments  can  be  based,  and  especially  “ 
cases  where  no  return  is  made  and  an  estimate  is 
required.  Without  him  the  usefulness  of  the 
Additional  Commissioners  as  an  independent  taxing 
authority  would  be  at  an  end,  and  they  would  become 
merely  registering  bodies  for  assessments  aJreaay 
made.y  Furthermore,  he  is  also  indispensable to  the 
Surveyor  of  Taxes  for  much  information  that  the 
Surveyor  could  not  otherwise  acquire,  owing  to  the 
Assessor’s  permanent  position,  his  knowledge  of  the 
district,  and  his  personal  acquaintance  with  the 
taxpayer.  It  must  also  be  remembered  that  the 
Assessor  has  many  other  duties  in  addition  to  the 
issue  of  returns— for  example,  duties  of  coiiespon- 
dence  interviews,  &c.  All  these  duties,  under  othei 
circumstances,  would  have  to  he  added  to  the  heavy 
duties  already  laid  upon  the  Survey”!  of  Taxj  It 
would  therefore  appear  unreasonable  to  abolish  the 
present  officials,  who  are  especially  appointed  for 
particular  duties,  in  favour  of  other  officials  who. 
time  is  already  very  fully  occupied.  The  result 
would  almost  certainly  he  that  a new  host  of  Govern- 
ment officials,  necessarily  unacquainted  with  the 
work,  would  at  once  be  appointed  to  cope  with  tb 

Tn^optnfonTtoe  phonal  relationship  between 

rtpoSf/for^e  to  2$  eSntia, 

part  of  the  administration  of  the  Income  Tax  Acts. 

21  569  (16)  Multiplication  ol  forms— I must  draw- 
attention  to  the  fact  that  every  form  for  issue  is 
prepared  by  the  Board  of  Inland  Revenue  It  is 
E.  that  the  issue  of  the  majority  of  forms  i 
unavoidable  and  essential,  e.g.,  forms  for 
return  of  income,  returns  for  companies  firms,  and 
employees,  &c.  Other  forms  for  which  the  Assessor 
irresponsible  consist  principally  of  reminders  where 
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liis  first  application  has  not  been  attended  to.  The 
Board  of  Inland  Revenue  themselves  attach  im- 
portance to  these,  and  in  many  cases  issue  their  own 
reminders  in  addition.  It  is  hardly  necessary  to 
fay  stress  on  the  importance  of  taking  every  step 
in  an  endeavour  to  obtain  returns  in  every  case, 
to  the  ultimate  advantage  of  all  parties.  These 
reminders,  among  others,  are  sent  to  companies  and 
large  firms  whose  accounts  may  be  in  the  hands  of 
accountants  who  are  in  communication  with  the 
Surveyor  of  Taxes  as  to  figures.  In  cases  such  as 
these  the  receipt  of  further  forms  may  possibly  cause 
irritation,  but  it  can  be  appreciated  that  this  course 
does  not  relieve  the  company  or  firm  from  making 
their  return  for  the  purpose  of  their  assessment. 
Moreover,  it  is  the  official  view  that  it  is  not 
desirable  for  the  Assessors  to  withhold  their 
reminders  for  returns  until  agreement  is  come  to 
on  accounts,  as  these  often  expedite  the  work  of 
accountants  on  the  accounts  and  the  consequent 
agreement  thereon.  Further  importance  is  attached 
to  the  fact  that  rendering  returns  is  a statutory  duty 
which  is  not  superseded  by  sending  in  accounts,  and 
that  companies  and  firms  must  in  the  first  place  be 
responsible  for  the  accuracy  of  their  returns. 

Recommendations  for  consideration. 

(a)  Whole-time  officials. 

21.560.  (17)  In  view  of  the  present-day  importance 
of  the  Income  Tax,  its  complexity,  and  its  large 
contribution  towards  the  revenue  of  the  country,  it 
is  considered  that,  where  possible  and  advisable, 
appointments  by  the  Local  Commissioners  of  whole- 
time officials  should  be  made.  This  result  could  be 
effected  either  by  (a)  appointment  of  whole-time 
officials,  with  adequate  remuneration,  on  the  retire- 
ment of  a present  official,  or  ( b ) gradual  redistri- 
bution of  areas,  with  compensation. 

(b)  Permanent  appointments. 

21.561.  (18)  As  the  Income  Tax  is  now  recognized 
as  a permanent  tax,  there  appears  to  be  no  sub- 
stantial reason  for  the  renewal  annually  of  appoint- 
ments. This  would  save  a large  amount  of  routine 
work,  including  the  issue  of  various  notices  and 
statutory  forms. 

(c)  Income  Tax  year. 

21.562.  (19)  That  the  expiration  of  the  Income 
-*^ax  Jear  (5th  Apiil)  be  altered  to  coincide  with 
the  Treasury  year  (31st  March).  It  does  not  appear 
that  any  useful  purpose  is  now  served  by  the 
difference  in  date,  which  arose  under  the  Public 
and  Consolidation  Fund  Charges  Act,  1854,  by  the 
alteration  of  the  date  of  the  Treasury  year  irom 
the  5th  April  to  the  31st  March,  whereas  the  Income 
tax  year  still  remains  unaltered  ( vide  s.  176 

icon™6  TonX  Act)  1842’  and  Taxes  Management  Act, 
looU,  s.  48).  ’ 

(d)  Basis  of  assessment. 

21.563.  (20)  That  the  income  of  the  year  preceding 
the  year  of  assessment  should  be  substituted  for  the 
three  years’  average  (Schedule  D)  and  the  current 
year  (Schedule  E).  Some  of  the  reasons  and  advan- 
tages of  this  proposal  may  be  enumerated  as 
follows : — 

(i.)  it  is  a hardship  that  on  a falling  business 
the  taxpayer  is  required  to  pay  a higher 
tax,  although  he  is  less  able  to  afford  it, 
whereas,  on  a rising  business,  he  is  not 
asked  for  so  much  when  he  is  better  able 
to  pay  it; 

(ii.)  with  a rising  business  it  is  manifest  that 
the  Crown  frequently  lies  out  of  the  tax 
on  the  increased  income  for  two  or  three 
years,  and'  in  certain  events  it  may  become 
irrecoverable ; 

(iii.)  this  is  the  principle  already  in  force  for 
Super-tax  purposes,  and  it  would  have  the 
advantage  of  bringing  into  line  one 
method  of  assessment  when  dealing  with 
all  income  for  Income  Tax  purposes  ( see 
recommendation  (e)  below); 


(iv.)  labour  and  expense  to  the  taxpayer  and 
the  administration  would  be  considerably 
reduced,  including  all  appeals  connected 
with  the  rectification  of  average; 

(v.)  it  would  be  easier  for  the  taxpayer  to 
make  his  return  with  accuracy  without  the 
necessity  of  employing  expert  assistance: 
he  would  also  be  relieved  of  much  explana- 
tory correspondence,  as  many  calculate 
the  average  incorrectly,  or  return  the  last 
year’s  income; 

(vi.)  the  present  anomaly  of  assessing  some 
taxpayers  on  the  three  years’  average  and 
some  on  the  current  year  would  be  done 
away  with; 

(vii.)  it  would  be  possible  to  arrive  at  once  at  an 
.accurate  total  gross  assessment,  including 
increases  and  bonuses  and  any  Income  Tax 
paid  on  behalf  of  employees; 

(viii.)  the  necessity  for  many  additional  assess- 
ments and  all  the  work  in  connection  there- 
with to  rectify  incomplete  first  assessments 
would  be  obviated; 

(ix.)  applications  to  the  Commissioners  for  re- 
payment of  tax  arising  in  connection  with 
the  three  years’  average,  with  its  excep- 
tional reliefs  where  the  profits  of  the  year 
are  less  than  the  sum  assessed,  would  be- 
come unnecessary. 

During  the  period  of  transition  involved  by  aban- 
doning the  three  years’  average  system,  the  pro- 
visions of  s.  24  (3)  of  the  Finance  Act,  1907,  could 
be  applied  as  if  the  trade  or  business  had  been  dis- 
continued when  the  new  method  of  assessment  comes 
into  force.  In  the  case  of  a new  trader,  I would 
assess  him  upon  the  profits  of  the  first  year.  In  the 
second  year  I would  assess  him  on  the  profits  of  the 
first  year,  with  the  proviso  that,  should  the  profits 
be  less  than  the  profits  of  the  first  year,  the  assess- 
ment should  be  adjusted  to  the  actual  profits  of  the 
second  year. 

(e)  The  inclusion  of  Super-tax  in  the  general  Income 
Tax  assessment. 

21.564.  (21)  Apart  from  the  question  of  graduation 
or  otherwise,  there  would  appear  to  be  no  reason 
that  any  income  that  exceeds  a certain  figure  should 
require  different  administrative  treatment.  Under 
the  present  methods  of  assessment,  the  incomes  below 
the  standard  rate  are  already  treated  in  the  general 
assessment  at  the  appropriate  rates,  and  incoihes 
exceeding  the  standard  rate  could  also,  without  diffi- 
culty,  be  included  in  the  general  assessment.  This 
would  result  in  more  economical  administration. 
The  taxpayer  would  receive  an  inclusive  charge  only, 
thus  obviating  the  necessity  of  returning  his  ordinary 
income  to  one  body  and  his  Super-tax  to  another, 
involving  duplication  throughout.  Moreover;,  the 
Super-tax  payer  would  have  the  additional  advantage 
of  a right  of  appeal  to  his  Local  Commissioners, 
which  he  does  not  now  possess,  and  the  Crown  would 
also  obtain  the  advantage  of  the  Commissioners’ 
local . knowledge  should  the  accuracy  of  any  return 
be  called  in  question. 

(f)  Basis  of  return. 

21.565.  (22)  That  the  income  to  be  returned  under 
Schedules  D and  E should  be  the  income  received 
from  1st  January  to  the  31st  December  prior  to  the 
year  of  assessment.  This  would  allow  taxpayers  time 
to  prepare  their  accounts  in  time  to  make  their 
returns  when  required  for  the  following  financial 
year. 

(g)  Amalgamation  of  Schedules  D and  E. 

21.566.  (23)  That  the  assessment  of  every  individual 
should  be  made  under  one  Schedule  and  on  the  Bame 
basis.  The  present  distinction  between  the  assess- 
ment of  an  employee  of  a firm  on  a three  years’ 
average  under  Schedule  D and  an  employee  of  a 
public  company  under  Schedule  E on  the  current 
year’s  income  (although  in  certain  cases  the  three 
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vears’  average  is  allowed  by  concession)  should  be 
IShed  As  an  illustration  of  the  extra  work 
entiled  owing  to  the  existence  of  the  two  Schedules 
S pZnt,  I Slight  give  the  following.  An  employee 
„f  a limited  company,  drawing  a small  salary  and 
possessing  some  War  Loan,  is  taxed  under  Scheduk 
K in  respect  of  his  salary,  and  under  Schedule  1)  m 
regard  to  his  War  Loan.  As  this  is  a fact  in  very- 
many  cases  in  small  assessments,  the  work  is  in  every 
cose  duplicated  at  every  step. 

(h)  Assessment  of  partnerships. 

21  567.  (24)  That  the  partners  of  a firm  should  be 
assessed  individually,  and  not  as  a firm,  though  the 
£m  should  make  the  return  as  at  present,  these 
trm  snomu  tim(J  far  the  most  complicated 

forms  of  assessment,  necessitating  in  almost  eveiy 
“upon  the  issue  of  the  notice  of  charge  to  the 
firm  much  explanatory  correspondence, 
ultimate  disclosure  to  the  other  members  of  the  firm 
of  the  private  income,  with  charges  (if  t my),  it  » 
partner  This  is  naturally  open  to  much  objection. 

(i)  Directors’  fees. 

re“nmtkesato  OS  iSual'nd  possible  annoy^ 

lit‘or  * 1 

different  district,  in  respect  of  which  he  would 
receive  a separate  notice  of  charge  and  a demand  for 
payment  in  each  case. 


(p)  Repayments. 

21,575.  (32)  That  in  cases  where  the  Local  Com- 
missioners are  empowered  to  sign  certificates  for  re- 
payment of  tax,  they  should  be  allowed  to  sign  a 
warrant  for  repayment  of  the  amount  of  the  claim 
in  lieu  of  the  certificate.  As  every  amount  certified 
for  repayment  by  the  Commissioners  has  been  the 
subject  of  agreement  between  the  Surveyor  and  the 
taxpayer,  it  is  thought  unnecessary  that  payment 
should  be  delayed  for  the  further  investigation  of  a 
certificate  which  cannot  be  disturbed. 

(q)  Revision  of  dates. 

21.576.  (33)  That  the  dates  specified  in  the  Act  for 
the  various  stages  of  procedure  should  be  revised 
throughout  and  brought  into  line  with  present 
conditions. 

(r)  Number  or  letter  assessments. 

21.577.  (34)  The  necessity  for  these  assessments, 
which  entail  special  forms  and  procedure,  should  be 
abolished,  as  they  no  longer  serve  any  useful  purpose. 
There  are  only  two  assessments  of  this  kind  at  the 
present  time  in  the  City  of  London. 

21.578.  (35)  The  foregoing  suggestions  are  put 
forward  from  the  light  of  personal  experience,  in 
the  hope  that  in  a considerable  measure  they  will 
tend  to  simplify  procedure,  as  far  as  is  possible  in  a 
matter  so  complicated  as  Income  Tax,  both  in  the 
interests  of  the  taxpayer  and  to  secure  the  smoother 
working  of  the  administration. 

[T/iis  concludes  the  evidence-in-chief.'} 


(j)  Discounts. 

91  669  (26)  That  discount  he  allowed  in  every  case, 
and  not  only  under  Schedule  D,  as  at  preset,  and 
that  the  rate  bo  raised  from  the  present  rate  of  2J 
eer  cent  to  5 per  cent,  to  correspond  with  the  dis- 
count  allowed  for  prepayment  of  Excess  Profits  Duty. 

(k)  Power  to  cha rge  interest. 

21  570  (27)  As  discount  is  allowed  on  prepayment 
of  kcome  Tax,  it  is  suggested  that,  in  fairness  to 
the  prompt  taxpayer,  the  Local  Commissioners  shonl 
be  given  power  to  charge  interest  in  cases  of  tax  long 
overdue  without  sufficient  reason. 

(1)  Books  of  assessment. 

21  571.  (28)  Where  the  Assessor  and  Collector  are 
one, ’his  duplicate  should  include  detailed  particulars 
of  the  assessment.  Practical  experience  shows  that 
much  correspondence  between  Assessor  and  Surveyor 
could  in  this  way  be  avoided,  and  the  enquiries  of 
taxpayers  could  be  dealt  with  by  the  Assessor  more 
expeditiously  and  to  his  satisfaction. 

(m)  Notice  of  charge  arid  demand  note. 

21  572.  (29)  It  is  suggested  that  these  should  be 
issued  simultaneously,  and  preferably  in  one  form. 
The  receipt  of  a demand  note  generally  puts  the  tax- 
payer on  his  enquiry,  whereas,  if  he  had  the  informa- 
tion before  him  at  the  same  time  which  a notice  of 
charge  contains,  many  letters  and  interviews  with 
the  Assessor  would  be  avoided,  with  the  consequent 
expense. 


(n)  Signing  of  assessments. 

21.573.  (30)  That  the  signature  of  the  Additional 
Commissioners,  who  make  the  assessments,  should 
suffice  without  that  of  the  General  Commissioners, 
who  subsequently  hear  the  appeals.  At  the  present 
time  the  General  Commissioners  sign  the  books  on  the 
assumption  that  all  appeals  have  heen  heard. 

(o)  Notice  of  appeal. 

21.574.  (31)  The  time  for  giving  notice  of  appeal— 
at  present  21  days — should  he  considerably  increased, 
say,  to  six  weeks.  The  time  is  at  present  too  short 
for  many  taxpayers  to  consider  their  position  before 
lodging  their  appeals. 


21.579.  Chairman : There  are  a great  many  points 
in  your  paper  which  will  be  of  assistance  to  the 
Commission,  and  you  have  got  them  together  in  an 
extremely  able  way? — Thank  you,  my  lord.  I hope 
it  is  a fair  statement  of  fact. 

21.580.  Your  evidence  has  been  circulated,  and 
the  Commissioners  have  read  it,  and  now  you  will 
be  examined  by  them  upon  the  points  in  your  paper  ? 

— May  I with  submission  suggest  that  I might  add 
a further  statement  with  regard  to  my  position 
here  ? 

21.581.  Would  you  like  to  make  that  statement 
now? — Yes,  my  lord.  I wished  to  say  that  I am 
here  to  represent  the  local  administrative  authorities 
throughout  the  country.  I am,  however,  placed 
in  a somewhat  difficult  position,  because  I find  that 
certain  witnesses  have  given  their  opinions  generally 
on  the  administration,  and  suggest  that  some  duties 
that  are  expressly  given  by  the  Acts  to  the  Local 
Commissioners  to  carry  out  could  be  perhaps  just 
as  well  carried  out  by  another  body.  I am,  there- 
fore, in  this  rather  difficult  position,  that  I am 
unable  to  gather  whether  the  Inland  Revenue,  who 
with  us  are  necessarily  the  only  body  who  can  really 
understand  the  great  intricacies  of  the  administra- 
tion, themselves  desire  to  make  any  change.  I must 
in  my  evidence  proceed  upon  that  assumption,  and  I 
therefore  desire  to  draw  particular  attention  to  the 
very  real  importance  of  the  principle  laid  down  in 
the  framing  of  all  taxing  Acts,  that  the  adminis- 
trative authority  should,  as  we  all  know,  lie  noth 
the  Local  Commissioners  for  the  purposes  of  assess- 
ment, collection  and  appeal,  and  that  the  Inland 
Revenue  rightly  as  a supervisory  authority  should 
have  requisite  powers  to  safeguard  the  interests  of 
the  Crown  and  see  that  the  right  amount  of  tax 
is  assessed.  I wish  to  submit  that  those  two  duties 
are  entirely  separate  and  distinct. 

21.582.  That  is  your  point?— That  is  my  point. 
I should  like  to  add  that  for  this  purpose  725  bodies 
were  expressly  appointed  by  Statute  to  carry  out 
these  administrative  duties,  because  I submit  it  was 
felt  that  it  was  more  in  acoordanoe  with  con- 
stitutional usage  that  taxpayers  should  assess  them- 
selves or  be  assessed  by  their  fellow  taxpayers,  than 
that  a Government  Department  should  be  respon- 
sible for  assessing  the  subject  and  at  the  same  time 
be  in  receipt  of  the  duties  assessed. 

21.583.  But  you  are  always,  of  course,  under  the 
criticism  of  efficiency,  are  you  not?— Yes,  but  I only 
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wanted  from  my  place  here,  if  I might,  to  urge 
that  the  two  principles  are  entirely  distinct,  and 
there  would  be  a danger  in  mixing  them. 

21.584.  I quite  understand  your  contention,  but 
you  will  be  examined  on  that  as  well? — Thank  you. 

21.585.  Mr.  McLintock  : Are  we  to  understand  that 
the  views  and  the  practice  of  the  City  of  London 
Commissioners  are  pretty  much  on  all  fours  with  the 
practice  of  Commissioners  all  over  the  Kingdom? — I 
think  1 may  fairly  say  that  is  so.  Of  course  the 
amounts  of  duty  are  considerably  greater. 

21.586.  But  you  think  the  general  practioe  followed 
by  the  City  of  London  Commissioners  is  the  practice 
that  is  followed  throughout  the  country? — Yes;  1 
have  no  reason  to  think  otherwise. 

21.587.  A suggestion  has  been  made  that  while 
nominally  the  Commissioners  do  a considerable 
amount  of  work,  in  reality  it  is  performed  by  the 
Surveyors  of  Taxes? — Of  course  I would  not  admit 
that  at  all.  I should,  however,  like  to  say  that 
we  in  the  City,  and  I am  talking  for  the  moment 
particularly  of  the  City,  are  very  fortunate  in 
having  a body  of  very  able  and  competent  Inland 
Revenue  Surveyors  with  whom  we  work  in  very 
close  co-operation,  each  in  his  own  well-defined 
sphere.  It  acts  very  well,  and  to  the  distinct  advan- 
tage of  the  administration  and  the  taxpayer. 

21.588.  You  have  appointed  recently  a committee 
of  the  Commissioners,  have  you  not? — No,  not  that 
I am  aware  of. 

21.589.  I understand  you  to  refer  to  them  here 
in  paragraph  13  ? — I beg  your  pardon ; it  is  a sub- 
committee of  the  General  Commissioners  appointed 
to  prepare  a report. 

21.590.  “ To  report  upon  the  present  administra- 
tion by  the  office  of  the  Commissioners  of  Taxes  for 
the  City  of  London,  with  such  retrospect  as  may  be 
necessary  for  purposes  of  comparison  ” ? — Yes. 

21.591.  Is  that  committee  just  a recent  creation? 
— No.  We  have  the  practice  from  time  to  time  of 
issuing  annual  reports  of  work  done  by  the  City 
Commissioners,  and  it  was  done  in  this  case  in  March 
last. 

21.592.  This  committee  which  is  referred  to  in 
paragraph  13  is  a committee  which  has  been  in  exist- 
ence for  years,  is  it  not? — No,  not  this  particular 
committee. 

21.593.  Or  a committee  similar  to  it? — Committees 
similar  to  that  have  been  created  for  the  purpose  of 
issuing  reports  from  time  to  time. 

21.594.  There  are  one  or  two  points  I would  like  to 
ask  you  about.  With  regard  to  the  application  for 
reduction  and  discharge  of  assessments,  I think  it  is 
in  paragraph  10  of  your  Report  [ see  Appendix,  No. 
34]  you  refer  to  these  applications  being  allowed  by 
the  Board,  and  you  refer  further  on  to  the  fact  that 
they  are  only  formal  adjustments  of  assessments  on 
application  by  the  taxpayer  to  the  Assessor? — Yes. 

21.595.  Is  it  to  the  Assessor  that  the  taxpayer 
applies? — In  a great  many  cases  they  apply  to  the 
Assessor,  whd.  if  he  is  not  able  to  help  the  taxpayer 
himself,  sends  him  on  to  the  Surveyor  of  Taxes. 

21.596.  I would  have  thought  that  the  commoner 
practice  was  for  the  taxpayer  to  go  to  the  individual 
that  he  is  told  to  go  to  in  the  notice,  namely  the 
Surveyor? — In  the  City  it  is  so  in  the  notice,  but  as 
a matter  of  practice  they  come  very  often  in  great 
nuiribers  in  fact  to  the  Assassors  themselves.  I under- 
stand that  the  Assessors  will  be  before  you  shortly, 
and  they  will  be  able  to  tell  you  the  exact  procedure 
in  their  own  offices. 

21.597.  Here  is  a definite  statement:  “ are  in  the 
great  majority  of  cases  formal  adjustments  of  assess- 
ments on  application  by  the  taxpayer  to  the  Assessor.” 
Should  that  word  not  be  “ Surveyor  ”? — No;  I think 
perhaps  we  might  add  the  words  “ Assessor  or  Sur- 
veyor.” This  is  a City  report,  and  you  will  have 
evidence  that  they  do  go  in  great  numbers  to  the 
Assessor  in  the  City,  because  they  know  him  per- 
sonally, he  having  been  in  the  district  many  years, 
and  the  taxpayer  would  be  able  to  get  advice  and 
assistance  in  the  direction  which  he  desired. 


21.598.  I personally  was  always  of  opinion  when 
he  was  told  to  go  to  the  Surveyor  the  average  tax- 
payer made  his  way  there,  and  it  was  the  Surveyor 
and  the  taxpayer  who  adjusted  these  various  appli- 
cations?— Yes,  that  is  so,  I will  agree;  and  I will 
agree  that  it  is  quite  right  that  it  should  be  so  [ 
might  amplify  that  a little.  It  is  the  duty  of  the 
Surveyor  of  Taxes  on  behalf  of  the  Crown  to  get  at 
the  right  amount  that  should  be  returned  for  assess- 
ment, but  I submit  that  is  not  making  the  assess- 
ment. Of  course,  our  contention  is  that  these  notices 
of  charge,  which  you  rightly  say  have  the  name  of  the 
Surveyor  on  them,  should,  in  fact,  have  the  Assessor's 
name  on  them,  but  it  is  unfortunately  an  Inlaud 
Revenue  form. 

21.599.  I am  not  making  any  observation  with 
regard  to  the  names  which  should  be  on  them,  but 
merely  this:  the  Surveyor’s  name  happens  to  be  on 
them,  and  yet  you  say  that  the  taxpayers,  in  spite 
of  that  explicit  instruction,  go  to  the  Assessor  ?— In 
a great  number  of  cases. 

21.600.  Well,  I would  have  thought  they  would 
naturally  have  gone  where  they  were  told  to  go, 
and  to  the  individual  who  is  best  qualified  to  deal 
with  the  matter? — They  all  ultimately  do  go  to  the 
Surveyor  of  Taxes. 

21.601.  Your  statement  here  is  that  in  the  first 
place  they  go  to  the  Assessor  ?— They  go  to  the 
Assessor  in  numerous  cases,  but  I will  qualify  that 
by  saying,  now  that  you  draw  my  attention  to  it, 

“ to  the  Assessor  and  the  Surveyor  of  Taxes.” 

21.602.  You  do  not  say  “ numerous,”  you  say 
” majority  ”? — No.  I think  if  you  will  look  at  it 
it  is  that  the  majority  of  the  cases  are  formal  adjust- 
ments. I do  not  say  that  the  majority  of  them  go 
to  the  Assessor. 

21.603.  In  paragraph  10  of  the  Report  you  make 
this  reference : “ Each  of  the  above  applications  and 
certificates,  before  being  recommended  to  the  Board 
for  confirmation,  is  considered  personally  by  the 
Clerk  to  the  Commissioners  on  questions  of  principle, 
and  the  figures  are  examined  by  a staff  clerk  specially 
detailed  for  the  purpose.”  How  do  you  manage  to 
deal  with  such  a large  number  of  cases? — Because 
the  great  majority  of  them  being  formal  adjust- 
ments there  is  no  question  of  principle  attached. 

21.604.  Could  you  tell  us  the  exact  procedure? — 
Starting  from  what  point? 

21.605.  I mean  with  reference  to  this  paragraph 
here? — After  a request  for  an  adjustment  has  been 
received  by  a Surveyor,  or  before  it  arrives  to  the 
Surveyor? 

a ^°U  Can  <^ea^  it  at  any  point  you  like: 

Each  of  the  above  applications  and  certificates, 
before  being  recommended  to  the  Board  for  confir- 
mation, is  considered  personally  by  the  Clerk  to  the 
Commissioners  on  questions  of  principle.”  Would 
you  tell  us  exactly  the  procedure  which  you  adopt 
with  regard  to  questions  of  principle,  for  example?— 
les,  that  is  my  special  department.  I receive  my 
coi  respondence  for  the  day,  which  includes  what  are 
called  submissions  for  relief  received  from  the  Sur- 
veyors of  Taxes,  and  those  are  the  cases  to  which  I 
lefer  here.  That  submission  for  relief  has  the  name 
of  the  taxpayer,  his  address  and  the  amount  at 
which  he  is  assessed,  the  nature  of  the  relief  required, 
and  a statement  on  the  back  of  that  document  stat- 
ing the  reason  why  that  reduction  should  be  made.  I 
look  at  those  reasons  at  the  back  of  this  submission, 
and  in  any  difficult  case  I remit  it  back  to  the  Sur- 
veyor for  further  information  if  necessary,  and  we 
are  in  such  close  collaboration  that  sometimes  the 
Surveyor  comes  and  sees  me  himself.  It  is  some- 
times necessary  to  return  many  during  a day  for 
various  reasons  of  that  kind.  Attached  to  the  sub- 
mission is  a relief  note  on  which  is  made  out  the 
name  of  the  man  and  the  amount  of  relief ; that 
should  go  to  the  Commissioners’  Collector  to  note  up 
in  his  duplicate  and  make  a demand  for  the  balance 
due. 

21,607.  That  is  not  quite  my  point.  I want  to 
know  how  with  such  a huge  number  of  cases  you  get 
at  the  questions  of  principle.  Do  you  have  the 


MINUTES  OF  EVIDENCE. 


1065 


6 November , 1919.] 


Mr.  Copley  Delisle  Hewitt. 


[i Continued . 


accounts,  for  example,  and  the  correspondence  rela- 
ting to  a particular  assessment  before  you? — No,  I 
do  not;  they  would  only  come  in  if  called  for. 

21.608.  I take  it  the  Surveyor  sends  you  in  some 
printed  report  in  which  he  has  settled  everything 
with  the  taxpayer  ? — No,  I will  not  go  so  far  as  that 
He  sends  me  in  a submission  to  ask  for  a relief  which 
is  headed:  “It  is  submitted  to  the  Commissioners 
that  in  the  foregoing  circumstances  a relief  of  such 
and  such  an  amount  should  be  made.”  He  gets  all 
the  papers,  and  if  there  are  any  further  questions  to 
be  asked  the  papers  would  be  asked  for. 

21.609.  I have  a difficulty  in  understanding  your 
practice  when  you  say  that  each  of  the  above  appli- 
cations and  certificates  is  considered  personally  by 
the  Clerk  on  questions  of  principle.  Do  you  have 
the  accounts  that  have  been  submitted  by  the  tax- 
payer to  the  Surveyor?— No. 

21.610.  Or  the  correspondence  which  has  passed 
between  them?— No,  not  unless  it  is  called  for,  but 
on  each  submission  all  the  reasons  for  the  relief  are 
set  out,  and  I examine  the  reasons  to  see  whether 
there  is  any  principle  attached  to  them.  In  the  vast 
majority  of  cases  the  taxpayer  has  omitted  to  claim 
for  wife’s  allowance,  Life  Assurance,  or  unearned 
income  relief,  and  there  are  no  principles  attached  to 
it-  but  I am  there  to  see  if  there  is  any  question  of 
principle  that  further  information  must  be  produced. 

21.611.  You  do  not  examine  the  accounts? — I do 
not  examine  the  accounts. 

21..612.  You  do  not  examine  the  correspondence? — 
No.  They  are  very  nearly  all  of  them  individually 
small  taxpayers  who  have 'rightly  tried  to  come  to  a 
proper  figure  with  the  Inspector  of  Taxes  before  the 
relief  is  granted  by  the  Commissioners. 

21.613.  Then  it  means  this,  does  it  not,  that  prac- 
tically the  Surveyor  and  the  taxpayer  have  settled 
these  cases,  and  as  a matter  of  form  there  is  a return 
made  to  you  which  you  approve — 14,000  of  them? — 

I will  not  go  so  far  as  that,  but  I will  go  so  far  as  lx> 
say  that  the  great  bulk  of  them  are  formal  submis- 
sions for  adjustment,  because  they  are  statutory 
allowances. 

21.614.  Then  this  last  paragraph  might  have  read : 

“ Most  of  the  above  applications  contain  no  questions 
of  principle,  and  the  few  that  do  ” — tell  us  what  you 
do  with  them? — I think  that  is  perhaps  a fact.  I do 
not  know  whether  it  would  be  the  proper  way  of 
putting  it.  I personally  examine  every  one  of  them, 
but  10  per  cent,  of  them  perhaps  go  back  for  further 
information  to  the  Surveyor. 

21.615.  Then  you  get  the  accounts  brought  along 
to  you? — It  is  no  question  of  accounts. 

21.616.  In  connection  with  appeals? — No. 

21.617.  Take  tire  applications  under  what  was 
known  as  the  1890  Act,  a loss  in  the  year  of  assess- 
ment. Must  you  not  see  the  accounts  before  you 
can  determine  the  final  settlement  of  that  appeal? 
— We  see  the  taxpayer  personally  on  those  repay- 
ments. 

21.618.  When?— At  an  appeal  meeting. 

21.619.  I will  give  you  an  illustration  from  my 
own  experience  of  an  appeal  meeting  on  that  section? 
— In  the  City? 

21.620.  Yes.  I had  correspondence  and  interviews 
extending  over  the  best  part  of  a year  with  the 
Surveyor  in  the  City,  and  after  a great  deal  of 
trouble  on  his  part  and  mine,  we  agreed  between  us 
what  the  repayment  was  to  be.  When  writing, 
finally  confirming  the  figures,  I asked  when  the  repay- 
ment would  be  made.  He  said  “ you  must  appear 
before  the  Commissioners.”  In  Scotland  the  Com- 
missioners never  ask  any  appellant  to  appear  on  a 
claim  under  that  section  when  he  has  agreed  it  with 
the  Surveyor.  The  Surveyor  in  the  City  told  me 
that  the  City  of  London  Commissioners  insist  on  an 
appearance  before  they  will  formally  pass  this  claim. 
I had  to  come  from  Scotland  specially  and  meet  my 
client  in  London.  We  spent  the  best  part  of  a couple 
of  hours  waiting  out  in  the  street,  and  we  were  then 
summoned  before  the  Commissioners.  The  Commis- 
sioners said:  “you  appear  for  Mr.  So-and-so;  your 
name  is  Mr.  So-and-so.”  I said  yes.  They  asked 
the  Surveyor  on  the  other  side,  “do  you  agree?” 


He  had  already  agreed  in  writing.  He  said  “ yes,” 
and  the  appeal  was  passed.  That  is  my  actual 
experience  of  a claim  under  the  Act  of  1890  involving 
a question  of  considerable  principle.  I never  was 
asked  to  discuss  any  principles.  Is  that  a common 
type  of  case?— That  is  not  included  in  those  you  are 
referring  to  here.  Those  applicants  have  nothing 
to  do  With  it.  , I n T4- 

21.621.  No,  but  that  as  one  type  of  appeal. -'—It 
does  not  appear  in  paragraph  10,  of  the  Report  in 
the  14,415  applications. 

21.622.  Dr.  Stamp:  It  is  the  185. 

21.623.  Mr.  McLintoch : You  say:  “ 18o  certifi- 
cates were  issued  after  hearing  the  applicants  in 
person  and  the  Surveyors  of  Taxes  ”?— Yes. 

21  624.  Do  you  suggest  that  the  hearing  or  me  and 
the  Surveyor  of  Taxes  on  that  occasion  was  anything 
but  the  merest  formality? — No.  I suggest  it  was  a 
formality  which  the  Commissioners  feel  that  they 
should  do  for  their  own  „ . , 

21.625.  For  their  own  what? — Because  the  Act  says 
that ’the  loss  must  be  proved  before  them. 

21.626.  But  it  was  not? — Well,  except  m so  far 
as  we  got  the  personal  assurance  of  the  taxpayer  that 

21  627  I was  the  taxpayer’s  accountant ; the  tax- 
payer was  not  even  there?— But  you  knew  whether 
a loss  had  been  made.  _ 

21628.1  did,  certainly?— And  you  personally 
assured  the  Commissioners  that  a loss  had  been 
made.  I am  very  sorry  to  hear  that  you  were 
brought  all  the  way  from  Scotland  because  I do 
sometimes  have  those  cases,  and  I always  make  a 
point  of  putting  the  taxpayer  to  as  little  trouble 
as  possible,  and  try  to  take  another  occasion  when 
the  proof  could  be  made  more  to  his  convenience. 

21,629.  I would  suggest  that  in  those  cases  the 
City  of  London  Commissioners  might  safely  follow 
the  practice  of  Commissioners  in  other  parts  of  the 
country— when  the  Surveyor  has  settled  the  whole 
matter  at  issue  he  sends  forward  his  formal  report 
and  you  sign  it,  and  that  is  all  there  is  to  it.— l 
think  there  is  a good  deal  in  what  you  say.  I should 
like  the  Commissioners  to  be  empowered  to  issue 
a warrant  for  payment  instead  of  the  certificate; 
that  is  where  the  ‘ delay  comes  in.  I can  recognize 
that  from  your  point  of  view  there  might  be  a delay 
until  there  was  a meeting  of  the  Commissioners,  and 
I can  quite  conceive  that  that  would  be  to  the 
convenience  perhaps  of  the  taxpayer  or  his 
accountant;  but  I think  for  a matter  of  speed  m 
getting  the  legitimate  money  back  into  the  tax- 
payer’s hands  it  would  help  very  much  if  when  it  is 
felt  necessary  that  the  taxpayer  should  attend  he 
should  have  a cheque  handed  to  him  on  the  Bpot. 

21.630.  I quite  agree  with  that.  . 

21.631.  Chairman : Would  that  take  out  of  their 
hands  a large  number  of  the  cases  practically  if  we 
adopted  such  a system  ? 

21  632  Mr.  McLintoch : Really  the  point  I was 
seeking  to  put  to  Mr.  Hewitt  Was  this  that  the 
Commissioners’  duties  are  extremely  formal,  and  that 
in  reality  all  this  work  is  done,  and  effectively  done 
and  finished  by  the  Surveyor  of  Taxes : —Yes. 

21,633.  Do  you  agree  with  that? — Yes,  I do  agiee 
writh  that.  . , 

21  634  Then  I think  you  will  also  agree  that  with 
regard  to  paragraph  10  of  the  Report,  that  each 
is  “personally  examined  by  Commissioners  on  ques 
tions  of  principle,  is  not  quite  correct?— Oh,  no; 
everything  that  I say  there  is  correct.  When  you 
say  “ personally  by  the  Commissioners,  they  are  not 
examined  personally  by  the  Commissioners;  they 
are  examined  by  me.  ,, 

21.635.  “ Examined  personally  by  the  ClerK  to  tne 
Commissioners  ” ? — Yes. 

21.636.  On  questions  of  principle?— Yes. 

21.637.  Even  including  that  case  of  mine?— Oh,  no. 
I want  to  make  quite  clear  that  your  case  is  not 
included  in  the  cases  in  which  I say  it  is  examined 
on  questions  of  principle. 

21.638.  Oh,  yes,  it  is.  You  say:  “Each  of  the 

above  applications  and  certificates  ”?— Yes.  You 

will  see  the  certificates  are  the  845;  those  are  the 
removal  certificates. 
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21.639.  You  are  not  referring  to  the  other  certi- 
ficates P — I am  not  referring  to  the  other  certificates ; 
I want  to  make  that  quite  clear. 

21.640.  I have  one  or  two  points  on  Table  B [see 
Appendix  No.  34].  In  Table  B for  1918,  you  refer 
to  appeals  under  Schedule  D.  I assume  they  are: 
219  appeals  personally  heard  by  the  General  Com- 
missioners?— Yes;  that  includes  the  185  certificates. 

21.641.  So  that  the  number  of  appeals  other  than 
the  purely  formal  appeals  was  34?— That  is  quite 
right,  and  they  were  very  important.  I may  say 
with  regard  to  those  appeals,  as  you  can  see  in  the 
body  of  the  report,  they  were  very  important  cases 
that  extended  sometimes  to  three  days’  hearing — in 
one  case. 

21.642.  There  is  a big  difference  between  34  cases 
and  219.  The  185  were  formal?— They  were  formal. 
I had  to  put  that  down  in  my  report  because  they 
were  personally  heard  by  the  Commissioners  and  per- 
sonally summoned.  They  were  meetings  specially 
summoned  for  that  particular  purpose.  They  had 
actual  attendance  of  the  Commissioners  summoned 
for  this  particular  purpose  on  four  occasions. 

21.643.  I remember  there  was  quite  an  army  outside 
on  that  day? — Of  course  I might  say  there  is  a diffi- 
culty attached  to  your  suggestion  that  the  services 
of  the  Commissioners  should  be  dispensed  with. 

21.644.  I did  not  say  that.  I am  merely  taking 
some  of  the  duties  they  perform,  to  try  and  see  if 
they  are  really  done  by  the  Surveyor  of  Taxes  to-day? 
— No. 

21.645.  I mean  the  real  work  is  done? — No;  I find 
it  very  difficult  to  admit  that.  I submit  that  what 
the  Surveyor  does  is  his  duty,  which  is  the  duty 
imposed  upon  him  actually  by  Statute:  it  is  what  he 
has  got  to  do.  He  has  got  to  protect  the  Revenue, 
to  see  that  the  right  amount  comes  to  the  Revenue, 
and  the  only  way  he  can  do  that  is  by  meeting  the 
taxpayers  personally  and  coming  to  a compromise. 

21.646.  Coming  to  what? — Coming  either  to  a com- 
promise, which  is  very  often  what  happens  and  is 
most  advisable,  or  coming  to  an  actually  agreed  figure 
in  accordance  with  the  law. 

21.647.  Does  that  statement  apply  to  these  formal 
meetings  as  well? — It  applies  to  all  taxation. 

21.648.  But  in  those  cases  the  Commissioners,  I 
suppose  I may  safely  say,  never  attempt  to  overturn 
a settlement  with  a Surveyor*  in  an  agreed  case— take 
the  1890  Act? — As  a matter  of  fact,  although  I do 
agree  with  you — I am  not  trying  to  go  back  upon  that 
— that  they  are  formal  in  a great  majority  of  the 
cases,  there  have  been  several  cases  which  have  been 
turned  down;  that  is,  nearly  every  meeting  there  is 
one. 

21.649.  Cases  agreed  between  the  taxpayer  and  the 
Surveyor? — Yes,  supposed  to  be  agreed,  and  when 
they  have  been  before  the  Commissioners  it  is  found 
ultimately  that  they  are  not  at  one.  I do  not  want 
to  urge  that,  because  they  are  not  numerous,  but  I 
want  to  qualify  the  question  of  formal  adjustments  by 
the  fact  that  in  all  these  appeals  before  the  Commis- 
sioners specially  summoned  for  the  purpose,  there  is 
generally  one  case  which  turns  out  to  be  unsatis- 
factory, and  has  to.be  remitted  back  for  further 
particulars  and  further  agreement  between  the  Sur- 
veyor and  the  taxpayer. 

21.650.  That  is  one  little  grain  of  wheat.  In  para- 
graph 12  of  the  Report  you  refer  to  the  number  of 
meetings? — If  I might  interrupt  for  a moment,  what 
I find  is  this,  that  the  Commissioners  ask  the  tax- 
payer what  amount  of  tax  it  is  that  he  claims,  and 
it  is  there  that  we  find  the  difference  between  the 
Surveyor  and  the  taxpayer,  at  the  meeting. 

21.651.  You  mean  the  arithmetic? — No,  the  amount 
of  money  that  he  has  expected  to  get  back. 

21.652.  You  mean  after  he  has  agreed  it  with  the 
Surveyor  ? — With  the  Surveyor  of  Taxes. 

21.653.  The  taxpayer  comes  along  and  says.“  I ex- 
pect so  much”? — Yes,  and  the  Surveyor  says  “I 
make  it  so  much.” 

21.654.  Will  you  give  us  an  illustration  of  one  of 
these  cases  ? — It  is  found  that  there  might  be  possibly 
a repayment  due  under  another  Act  which  does.. not 
come  personally  before  the  Commissioners.  There  are 
nine  different  applications  for  repayment  of  tax,  two 


of  which  come  personally  before  the  Commissioners. 
It  might  be  on  one  of  those  certificates  which  does 
not  come  personally  before  the  Commissioners. 

21.655.  1 am  afraid  I do  not  quite  follow? He 

claims  the  whole  amount,  and  the  Surveyor  only 
claims  a certain  portion.  I will  go  so  far  as  to  say 
this,  that  even  upon  questions  of  account  when  it  has 
come  before  the  Commissioners,  there  has  been  a 
little  variation;  I am  not  pressing  it. 

21.656.  I was  putting  agreed  cases,  mark  you,  not 
cases  in  which  there  is  dispute  on  a matter  of  account 

or  as  to  the  exact  amount  to  be  repaid? Even  in 

agreed  cases  this  happens. 

21.657.  They  are  overturned  quite  frequently? No 

not  quite  frequently.  It  is  rare  that  they  do  it,  but 
it  is  done — I should  say  perhaps  one  a meeting. 

21.658.  And  if  it  is  done  it  is  owing  to  some  mis- 
understanding on  the  part  of  either  the  taxpayer  or 
the  Surveyor? — That  is  so. 

21.659.  In  paragraph  11  of  the  Report  you  refer 
to  the  Additional  Commisioners? — Yes. 

21.660.  And  you  refer  to  the  number  of  meetings 

at  various  periods  of  the  year.  You  deal  with  first 
assessments,  and  March  and  July  additional  assess- 
ments. How  long  do  these  meetings  generally  last? 

About  2 hours. 

21.661.  They  included  “ no  less  than  9,413  indivi- 
dual assessments  extracted  for  their  special  considera- 
tion and  only  allowed  after  discussion  with  the  Sur- 
veyor in  person  and  full  disclosure  of  the  particulars 
in  each  case.”  Is  it  fair  to  divide  these  assessments 
over  20  meetings? — I should  say  so,  yes. 

21.662.  If  you  divide  940  by  2 you  get  470;  that  is 
near  enough.  That  is,  470  cases  are  dealt  with  at 
every  meeting? — I should  say  so,  yes. 

21.663.  And  the  meetings  last  about  two  hours; 
that  is  about  235  assessments  per  hour? — This  is  an 
actuarial  calculation  which  I find  it  very  difficult  to 
combat. 

21.664.  No,  it  is  simple  arithmetic ; I do  not  pre- 
tend to  be  doing  anything  actuarial  ? — I may  say  this, 
that  perhaps  you  are  not  aware  that  the  Commis- 
sioners split  themselves  up  into  committees  for  this 
purpose,  and  therefore  there  are  sometimes  four  to  six 
meetings  going  on  at  the  same  time. 

21.665.  How  many  Commissioners  sit  as  a rule  at 
these  meetings? — It  is  very  difficult  to  say,  because 
they  vary  so  much ; I should  say  four  or  five. 

21.666.  Chairman:  Do  they  have  a minute  book? — 
Yes. 

21.667.  Mr.  McLintoclc : I take  it  you  have  records 
of  your  proceedings? — Oh,  yes;  I will  bring  them 
here  with  pleasure. 

21.668.  Take  it  on  your  own  figure,  probably  about 
four  or  five? — I think  that  is  about  right. 

21.669.  I will  show  you  that  it  is  not  anything 
actuarial.  If  you  divide  940  by  2 you  get  470? — Yes. 

21.670.  And  you  get  probably  four  Commissioners 
dealing  with  these  cases.  You  may  take  the 
arithmetic  from  me.  It  works  out  at  about  59  per 
hour,  assuming  you  have  four  Commissioners. 

21.671.  Dr.  Stamp:  Sitting  separately? 

21.672.  Mr.  McLintoclc : Yes. 

21.673.  Mr.  Walker  Clark : Four  members  for  two 
hours. 

21.674.  Mr.  McLintoclc : Yes.  It  works  out  at 

about  59  assessments  per  hour  for  each  Commissioner. 
My  calculation  is  correct,  I think.  In  any  case,  1 
make  out  that  each  Commissioner  gets  through  about 
one  assessment  per  minute;  do  you  accept  that? — 

Yes. 

21.675.  Chairman : Do  the  figures  rather  startle 
you,  Mr.  Hewitt? — No,  not  a bit. 

21.676.  Mr.  McLintoclc : I worked  it  out  to  see  how 
expeditiously  they  get  through  their  work.  I have 
other  figures,  but  if  you  split  the  duties  between  four 
members,  instead  of  assuming  that  several  Commis- 
sioners sit  together,  they  get  through  about  one 
assessment  per  minute? — Yes. 

21.677.  Do  the  Surveyors  know  b fc  rehand  which 
cases  are  to  come  before  the  Additional  Commis- 
sioners?— I think  they  can  gather  which  cases  do 
come  before  the  Commissioners,  because  they  are 
cases  that  require  an  estimate  or  else  an  increase  on 
an  original  return.  They  can  always  calculate  what 
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are  the  cases  that  come  before  the  Commissioners.  I 
and  my  staff  personally  extract  all  these  cases  for 
their  consideration. 

21678.  You  say  here:  “The  Board  held  20  meet- 
ings’at  various  periods  of  the  year  to  deal  with  first 
assessments,  and  March  and  July  additional  assess- 
ments. Two  hundred  and  eight  Schedule  D books  of 
assessment  were  signed  and  allowed,  including  no  less 
than  9 413  individual  assessments  extracted  for  then- 
special’  consideration”;  who  extracts  them?— My 

21679  Then  do  they  tell  the  Surveyors  beforehand, 

“ we  have  extracted  9,000  cases  ” ? Do  all  the  various 
Surveyors  in  the  City  bring  along  the  particulars  to 
enable  you  to  consider  these  cases?— Yes,  I think  i 
can  say  that  they  do  during  the  20  meetings.  They 
know  the  cases  that  are  going  to  be  extracted,  and 
they  come  fully  furnished  with  the  facts,  having  per- 
bonally  treated  with  them.  . , 

21 680.  Does  the  Surveyor  bring  the  taxpayer  s 
return  with  him  if  he  has  made  one?— In  most  of  the 
cases  they  are  questions  of  no  returns  being  made. 

21,681.  Accounts  or  documents  of  any  kind? — Cer- 
tainly they  do.  . ...  ,, 

21  682  Chairman : Is  that  really  correct,  that  tney 
do  attend  on  all  those  cases?— The  Surveyors  yes. 
On  the  20  meetings  the  cases  that  refer  to  the  district 
where  the  Surveyor  deals  with  the  assessment  the 
Surveyor  is  asked  to  attend  to  explain  them. 

21,683.  Nine  thousand  four  hundred? — Nine  thou- 
sand four  hundred  cases. 

21  684.  Mr.  McLintock : Yet  you  get  through  them 
at  the  rate  of  one  per  minute,  examining  the  docu- 
ments, and  the  Surveyor  giving  explanations?— Ihese 
are  in  the  great  majority  of  cases,  estimates  where 
there  has  already  been  collaboration  between  the 
Assessor  and  the  Surveyor  of  Taxes. 

21685.  But  will  you  look  at  the  words  you  use: 

“ and  only  allowed  after  discussion  with  the  Surveyor 
in  person”? — That  is  true. 

21.686.  Now  look  at  the  next  phrase : and  a full 

disclosure  of  the  particulars  of  each  case”?— Yes. 
Most  of  them  are  estimates.  One  must  remember  on 
this  assessment  there  are  full  notes  of  all  the  particu- 
lars and  all  these  notes  are  examined  and  corro- 
borated  by  the  Surveyor,  who  also  has  been  in  com- 
munication with  the  Assessor. 

21.687.  Chairman:  At  one  per  minute?— Yes,  I 

think  that  can  be  done.  „ 

21.688.  Mr.  McLintock:  It  is  not  can  be  done, 
but  it  has  been  done?— If  I brought  you  an  assess- 
ment book  I think  I should  be  able  to  find  that  you 
would  be  able  to  do  it  quite  easily. 

21.689.  Chairman : Examine  all  the  particulars  with 

full  disclosure  at  the  rate  of  one  per  minute?— You 
are  pinning  me  down  to  every  observation,  like  full 
disclosure.”  The  particulars  are  disclosed  and  the 
full  disclosure  is  that  there  has  been  no  return  made 
of  any  kind.  , , 

21.690.  It  does  not  mean  quite  what  you  have  had 

printed  there  ? — I any  that  I think  it  does.  If  a man 
has  refused  to  make  a return  and  an  estimate  has 
been  made  as  between  the  Surveyor  and  the  Assessor 
of  taxes,  and  there  are  all  the  notes  as  to  how  this 
is  arrived  at  in  the  assessment  taken  from  previous 
years,  I think  it  is  fair  to  say  that  it  is  a full  dis- 
closure. I am  quite  willing  to  take  out  the  word 
“full.”  , ' 

21.691.  Dr.  Stamp:  Is  there  an  estimate  before  you 
in  each  case  either  by  the  Assessor  or  the  Surveyor? 
— Yes,  always. 

21.692.  And  is  the  Surveyor  asked  to  comment  on 
it? — In  every  case. 

21.693.  On  the  estimate  made? — Yes. 

21.694.  And  to  discuss  it  with  you?— Yes. 

21.695.  Chairman:  The  reason  I asked  you  a-boiis 
that  was  to  give  you  an  opportunity  if  you  wished 
to  make  any  amendment  of  that  statement,  because 
we  shall  naturally  have  to  ask  the  Surveyors  about 
the  method  in  which  this  is  done,  their  attendance 
and  all  that  sort  of  thing. 

21.696.  Mr.  McLintock.:  The  whole  point  in  this 

statement  is  that  it  is  only  “ after  discussion  . . . 

and  full  disclosure.”  After  all.  that  is  the  fi 


anci  run  aisciosure.  After  all,  that  is  the  function 
of  the  Commissioners,  to  have  a full  discussion  and  a 


full  disclosure  before  they  come  to  decisions.  I do 
suggest  seriously  that  it  is  a physical  impossibility 
to  do  this  work  with  so  many  assessments  in  the  time 
at  your  disposal  if  you  have  a full  discussion  and  dis- 
closure. You  ought  to  look  at  the  accounts? — Assum- 
ing that  a great  number  of  these  cases,  which  is  the 
fact,  are  estimates,  the  Additional  Commissioners’ 
official , , 

21.697.  Which  official?— The  Assessor-- has  been 
sent  out  for  that  particular  purpose  in  his  particular 
district  to  make  discoveries,  and  these  are  the  results 
of  the  discoveries  of  the  Commissioners’  official  agreed 
to  after  collaboration  with  the  Surveyor. 

21.698.  Then,  are  the  whole  9,413  assessments  which 
are  considered  the  cases  in  which  you  have  had  a 
special  inquiry  and  sent  out  your  official  to  make  hr* 
inquiry  for  you  and  come  back  to  tell  you  the  result. 

No.  A great  many  of  these  cases,  as  you  can 

appreciate,  will  be  adjustment  of  averages.  A man 
has  made  a return,  and  he  has  returned  for  the  pro 
vious  year,  which  he  has  forgotten. 

21.699.  The  Surveyor  has  adjusted  that?— No. 

21.700.  I suggest  to  you  that  this  also  is  a very 
formal  duty  which  is  performed  and  is  got  through 
in  record  time  as  hard  as  you  can  go? — No.  I wish 
you  were  one  of  our  Additional  Commissioners.  I am 
quite  sure  that  you  would  appreciate  that  at  the  end 
of  20  meetings  you  had  done  very  good  work. 

21.701.  I agree  that  many  of  the  appeals  get  long 
and  patient  hearing,  but  I am  now  speaking  of  the 
number  of  the  individual  assessments  that  you  taks 
out  for  consideration? — You  are  quite  clear  in  your 
own  mind,  I am  sure,  that  these  are  not  the  appeals 
before  the  General  Commissioners? 

21.702.  Quite. — These  are  the  Additional  Com- 
missioners sitting  for  a particular  purpose. 

21.703.  Yes,  I am  quite  clear  on  that  point.— The 

others,  of  course,  are  long  and  difficult  appeals,  x 
can  assure  you  from  my  personal  experience  that 
the  work  which  the  Additional  Commissioners  put  in 
is  worthy  of  all  praise,  and  it  would  be  supported  by 
the  Inland  Revenue;  on  my  own  responsibility  I say 
that.  , . . 

21704.  Would  they  support  this  particular  para- 
graph upon  which  I have  been  asking  you  these 
questions? — I think  they  would. 

21.705.  Including  the  last  line  of  it?— I do  not 

think  the  Surveyor  would  be  willing  to  admit  that 
he  had  only  partially  disclosed  the  circumstances  to 
the  Commissioners.  _ 

21.706.  I suggest  to  you  that  he  has  no  time  to 
disclose  them  ?— It  is  all  written  down  in  front  of 
the  Commissioner. 

21.707.  Dr.  Stamp : Is  there  room  in  the  assessment 
books  for  all  the  details?— Yes,  there  is. 

21.708.  And  the  accounts,  and  the  points  of 

principle?— Of  the  three  years’  average,  and  of  the 
accounts.  The  points  of  principle  are  explained  by 
the  Surveyor  himself.  _ 

21.709.  Mr.  McLintock : You  have  told  the  Sur- 
veyor beforehand  which  cases  are  coming  forward  ?— 
No,  I have  not. 

21.710.  I thought  you  said  you  did? — No,  but  He 
knows.  What  I do  is,  I extract  them  for  the  Com- 
missioners, and  when  the  Surveyor  attends  the  meet- 
ing he  finds  the  extracts  there;  but,  of  course,  he 
knows  that  because  he  knows  the  ones  which  are  likely 
to  be  brought  before  the  Commissioners,  because  they 
are  unaccepted  returns. 

21  711.  You  mean  he  conies  along  to  these  meetings, 
and  ’he  knows  the  cases  that  are  going  to  come  up 
for  consideration? — Yes. 

21.712.  Does  he  bring  the  papers  with  him?— He 
brings  the  papers  with  him. 

21.713.  And  if  there  are  accounts  or  documents 
he  brings  the  accounts  or  documents? — In  any 
difficult  case  that  wants  particular  attention.  Would 
you  like  to  see  an  assessment?  I wish  I had  brought 
an  assessment  for  the  Commission  to  see. 

21.714.  You  can  lodge  one  if  you  wish  later?— It 
is  only  for  the  Commission’s  convenience,  if  necessary. 

21.715.  Chairman:  Yes,  will  you  send  one? 

21.716.  Mr.,  McLintock:  You  say  here  your  Com- 
mittee desire  to  add  their  testimony  to  the  special 
knowledge  which  they  are  able  to  bring  to  a solution 
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of  the  various  problems  presented  to  them.  Will 
you  tell  me  does  each  Commissioner  at  this  investiga- 
tion take  an  assessment  book? — Yes.  ° 

21.717.  Are  there  in  that  book  cases  in  which  that 

Commissioner  happens  to  have  special  knowledge? 

Not  exactly. 

21.718.  Then  how  does  he  bring  his  special  know- 
ledge to  bear? — In  all  these  big  cases  because  there 
are  a good  many  of  them,  cases  which  alfect  large 
amounts,  the  firm  or  the  company  and  the  circum- 
stances are  personally  known  to  him,  and  also  he 
has  the  advantage  of  the  other  Commissioners  who 
no  doubt  have  gotspecial  knowledge  of  that  particular 
district  which  is  being  examined. 

21.719.  Then  when  they  sit  and  come  to  a case  in 
book  No.  1 with  Commissioner  No.  1 ; does  he  refer 
it  to  Commissioner  No.  2,  3,  or  4 to  get  his  expert 
knowledge  if  he  has  not  got  it  himself  ?— Occasionally. 

21.720.  Do  you  gather  all  the  special  cases  in  one 
particular  branch  out  of  the  various  books,  and  put 
it  before  him? — No. 

21.721.  Then  how  does  he  apply  his  special  know- 
ledge? If  he  gets  a book  given  to  him  at  random 
with  a few  hundred  cases  in  it,  how  does  he  bring 
his  special  knowledge  to  bear,  looking  to  the  method 
by  which  you  carry  this  out?— Because  he  has  got 
a knowledge  of  the  company  or  the  firm  that  is  under 
consideration. 

21.722.  How  can  he  have  it?  He  gets  a book  given 
to  him  indiscriminately?— They  are  the  leading 
business  men,  to  a great  extent,  in  the  City,  and 
they  have  got  their  great  knowledge  of  the  City 
commerce  and  business,  and  when  these  names  are 
brought  before  them  cases  do  come  up  before'  a Com- 
missioner of  the  facts  of  which  he  may  have  personal 
knowledge;  he  has  possibly  dealt  with  them  himself. 

-1,723.  Is  this  what  happens:  here  is  a name  in  a 
book,  and  this  man  carries  on  a certain  trade,  and 
you  are  assessing  him  at  £10,000.  He  says,  “ from 
my ^special  knowledge  that  is  a fair  amount  to  put 
on”?— Yes,  in  cases  that  might  be  so.  I do  not 
say  that  he  has  got  a special  knowledge  of  every  case 
that  comes  up  before  him,  but  you  must  remember 
his  Assessor  has  had  the  special  advantage  by  his 
long  residence  in  the  particular  district  of  that 
special  knowledge. 

i j 1,7oi * * * * * * * * * * * * * * * * * * * * * * 24\rIt  “ the  Assessor  "rho  has  the  special  know- 
edge?— No.  I say  that  they  both  have  the  special 

knowledge,  but  an  Assessor  has  more  individual 

knowledge  of  the  particular  taxpayer;  the  Commis- 

sioner has  probably  a more  general’  knowledge  of  the 

transactions. 

21.725.  What  transactions?— That  have  resulted  in 

the  assessment. 

21.726.  That  resulted  in  the  alleged  profit  or  in  the 

assessment  ? — Yes. 

21.727.  Which? — In  the  assessment  proposed.  I 

submit  that  the  word  “ special  knowledge  ” is  abso- 

lutely accurate. 

21.728.  I do  not  deny  that  they  have  special  know- 

ledge, but  I do  not  quite  see  how  they  get  a chance 

of  applying  it  by  the  method  you  adopt  and  the 

speed  with  which  you  go  through  the  list? The 

special  knowledge  is  of  a man  who  has  got  very  great 

commercial  interest  in  the  City.  These  cases  that 

come  up  times  without  number  are  cases  in  which 

he  can  apply  his  special  knowledge. 

2!,729.  But  do  not  they  need  in  addition  to  their 
special  knowledge  and  interest  in  the  City  some 
Income  Tax  knowledge? — No. 

21,730.  After  all,  commercial  profit  as  generally 
understood  and  taxable  profit  are  not  the  same 
thing?— Quite,  but  that  is  not  for  those  assessing,  I 
think.  You  must  remember  the  cases  that  we  are 
m^in£  a.re  not  on  figures  at  all,  but  on  estimates. 

-1,731.  Estimated  figures  ?— Estimated  figures.  It 
is  not  the  discussion  as  to  whether  there  is  a par- 
ticular figure  under  consideration ; it  is  the  general 
nature  of  the  business,  as  to  whether  it  is  likely  that 
a man  has  made  or  the  company  has  made  or  could 
have  made  a profit. 

21,732.  You  suggest  that  each  Commissioner  has 
such  an  expert  knowledge  that  in  all  the  particular 
estimates  in  the  particular  book  which  happens  to  be 
allotted  to  him  that  day,  and  which  he  has  never 
had  an  opportunity  of  considering  before,  he  in 


capable  right  off  of  disposing  of  them  and  applying 
his  knowledge  and  going  through  them  at  the  rate  of 
one  per  minute? — Yes. 

2!, 733.  Mr.  Armitag e-Smith : Is  not  the  explana- 
tion ot  the  speed  at  which  this  work  is  done  partly 
at  any  rate  that  the  Assessor  and  you  or  your  staff 
have  spent  very  much  longer  periods  of  time  in 
preparing  the  work? — Yes. 

21.734.  I want  you  to  look  at  your  reconunenda- 
tmns.  there  is  one  in  paragraph  20  of  your  evidence- 
m-chief,  “ Basis  of  assessment.”  You  suggest  that 
the  basis  of  assessment  should  be  the  preceding  year 
and,  in  paragraph  22,  that  year  should  be  the 
calendar  year,  1st  January  to  31st  December  ?— Yes 

21.735.  A witness  on  behalf  of  the  Bar  proposed 
that  the  Schedules  should  be  re-arranged,  and  there 
should  be  one  Schedule  for  property,  real  and  per- 
sonal  a second  Schedule  for  trading  profits,  and  a 

Schedule  for  salaried  employment?— Yes. 

21.736.  Would  that  meet  your  point,  if  your  calen- 
dar year  preceding  the  beginning  of  the  Income  Tax 
year  were  taken  as  the  basis  for  property  and  salaries 
and  the  three  years’  average  kept  for  trading  profits  • 
ivould  that  be  a reasonable  compromise?— That  would 
be  a reasonable  compromise.  I would  rather  like  to 
supplement  that,  if  I may.  I think  it  would  be  a 
very  advisable  and  excellent  thing  from  the  adminis- 
tration point  of  view  if  we  could  get  as  few  Schedules 
as  possible.  It  would  be  too  long  to  go  into  the 
ramifications  of  the  administration  and  the  number 
of  signatures  that  would  be  obviated,  and  other 
matters  of  that  kind,  but  if  you  would  like  to  have 
my  special  experience  it  would  be  very  advisable  that 
there  should  be  as  few  Schedules  as  possible.  I have 
read  the  proposals  of  the  General  Council  of  the  Bar 
which  I think  are  excellent  in  that  respect,  subject 
to  these  qualifications  I should  suggest  that  one 
might  take  Schedule  A to  cover  tax  on  the  annual 
value  on  real  property,  including  profits  from  the 
occupation  of  land  if  still  assessed  on  the  annual 
value  and  not  under  the  present  Schedule  D ; that 
Schedule  B should  take  the  position  of  the  present 
Schedules  D and  E to  cover  all  tax  on  companies, 
firms  and  individuals.  There  does  not  seem  to  be 
any  special  reason  so  far  as  I can  see  why  they  should 
be  divided  As  Schedule  C is  a special  matter  of 
public  funds,  I would  suggest  perhaps  from  an  ad- 
ministrative point  of  view  that  that  might  be  left 
as  it  is. 

21.737.  I rather  gather  from  your  evidence  that  the 
Assessors  give  a considerable  amount  of  assistance 
to  the  public,  the  taxpayers.  Do  you  think  that  any 
form  of  public  inquiry  office  for  taxpayers  would  be 
useful,  or  do  you  think  that  the  Assessor  is  the  proper 
person  to  give  such  information  and  assistance?—! 
think  that  any  public  inquiry  office,  if  such  is  pro- 
posed, is  quite  unnecessary,  because  they  have  already 
1 should  say  between  6,000  and  8,000  Assessors’  offices 
throughout  the  country  which  could  answer  the  pur- 
pose, and  it  is  the  duty  of  the  Assessors  there  to  give 
the  information  required. 

21.738.  That  is  8,000  Assessors’  offices? — Yes,  I take 
8,000  tentatively. 

21.739.  Not  the  Surveyors’  offices?— Not  the  Sur- 
veyors offices.  I submit  that  the  right  person  to  give 
that  information  is  the  Assessor,  who  knows  the 
mstrict,  and  I may  say  as  far  as  the  City  is  concerned 
that  a great  part  of  the  Assessors’  time  is  taken  up 
with  givuig  that  information  which  is  so  necessary 
with  complex  forms. 

21.740.  The  first  question  put  to  you  was  whether 
the  procedure  in  the  City  of  London  was  the  same  as 
that  of  the  country  generally.  We  all  know  you 
have  great  knowledge  of  the  procedure  in  the  City 
of  London.  Have  you  equally  intimate  knowledge 
of  the  procedure  outside? — No.  I cannot  say  that  I 
have  got  an  equally  intimate  knowledge  beyond  just 
the  general  principles  of  the  outside  administration, 
but  I have  got  my  friends  here  from  the  country  who 
would  be  able  probably  to  corroborate  what  I have 
said. 

21.741.  You  do  qualify  your  answer  to  that  extent, 
that  your  experience  has  been  gained  in  the  City?— 

My  experience  has  been  gained  in  the  City. 

21.742.  And  if  we  want  to  know  more  about  the 
practice  elsewhere  we  should  ask  someone  else? — I 
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want  to  make  quite  clear  that  my  proof  has  been 
submitted  to  every  Clerk  to  the  Commissioners 
throughout  the  Kingdom. 

21.743.  Mr.  McLintock : That  was  really  the  pur- 
pose of  my  first  question  ?— And  1 have  my  replies 
here,  which  as  far  as  they  go,  subject  to  a few 
natural  small  qualifications,  give  unqualified  assent 
to  what  I propose. 

21.744.  Mr.  Armitag e-Smith : My  point  was  that 
there  is  a difference  between  the  City  of  London 
procedure  and  the  rest;  perhaps  someone  else  will 
take  that  up.  You  say  it  is  very  important  to  pre- 
serve a balance  between  centralized  bureaucratic 
control  and  local  control,  and  you  throw  out  the  hint 
of  1 think  you  call  it  a joint  central  committee  for 
considering  any  oommon  reforms? — Yes. 

21745.  Have  you  anything  to  add  to  that? — Yes. 

1 throw  it  out  as  a suggestion  with  submission  to 
the  Inland  Revenue.  1 think  it  would  be  a very 
excellent  thing.  The  Revenue  want  from  the  Local 
Commissioners  a uniformity  of  practice;  the  Local 
Commissioners  want  from  the  Inland  Revenue  closer 
co-operation;  both  those  could  be  effected  in  some 
such  manner  as  I suggest  to  the  great  advantage  of 
the  administration,  and  I think  probably  ultimately 
of  the  taxpayer.  Hitherto  the  Local  Commissioners 
if  ever  they  have  found  that  there  is  anything  that 
is  re-acting  to  the  disadvantage  of  the  taxpayers 
that  they  know  so  well  in  their  own  particular  dis- 
tricts have  only  one  thing  they  can  do,  that  is  to  go 
to  the  country,  or  rather  to  Parliament,  and  I think 
you  will  find  that  in  every  case  where  they  have  been 
obliged  to  do  that  they  have  gained  their  point. 

21.746.  Some  witnesses  have  suggested  to  us 
virtually  that  the  Assessor  is  the  fifth  wheel  on  a 
coach;  I gather  you  do  not  assent  to  that? — By  no 
manner  of  means.  I have  endeavoured  to  make  it 
clear  in  my  proof  that  I am  quite  certain  that  the 
Assessor  is  the  most  important  part  of  the  adminis- 
tration, and  I would  go  so  far  as  to  say  that  if  there 
was  a proposal  for  doing  without  his  services  the 
bottom  would  be  knocked  out  of  the  entire  local 
administration. 

21.747.  From  other  sources  the  impression  has  been 
conveyed  that  the  accountant  is  really  the  essence  of 
the  whole  machine,  and  that  the  bottom  would  be 
knocked  out  of  it  without  the  accountant.  Can  it  bo 
that  there  is  any  possible  jealousy  between  these  two 
bodies  of  people? — Well,  I do  not  know.  The 
accountant  should  most  essentially  deal  with  large 
concerns  like  public  companies,  and  they  are  most 
useful  to  meet  the  Surveyor  on  behalf  of  their  clients. 
With  regard  to  the  latter  part  of  your  question,  I 
might  say  that  there  is  sometimes  a difficulty  in  the 
Assessors  doing  what  they  rightly  consider  their  work. 

I will  take  an  instance : one  of  my  Assessors  issued 
his  forms  to  his  City  ward,  and  in  accordance  with  his 
duties,  as  instructed  by  his  Commissioners,  he  thought 
it  was  a proper  thing  to  do  to  enclose  with  his  forms 
a printed  statement  that  he  got  out  to  say  that  he 
would  be  very  glad  for  the  return  of  that  form,  and 
if  owing  to  the  complexity  of  the  Income  Tax  Acts  at 
the  present  time  there  was  any  difficulty  he  would  be 
pleased  to  help  with  his  assistance  and  advice,  which 
the  Commissioners  think  is  the  proper  thing  for  their 
Assessors  to  do.  In  due  course  I received  a notifica- 
tion from  the  Inland  Revenue  to  say  that  they  had 
received  the  enclosed  notice  from  a firm  of  accountants 
asking  the  Secretary  of  the  Inland  Revenue  whether 
such  a document  had  official  sanction.  Of  course  it 
has  nothing  to  do  with  the  Inland  Revenue,  and  the 
Inland  Revenue  rightly  referred  it  to  me,  but  I do 
submit  that  it  has  everything  to  do  with  the  Assessor, 
and  nothing  to  do  with  the  particular  accountant.  I 
suggest  this  as  an  instance  that  the  Assessor  feels 
that  it  is  his  duty  to  assess  as  far  as  possible — I am 
only  talking  of  the  small  taxpayer — and  he  recognizes 
that  about  90  per  cent,  of  his  men  are  comparatively 
small  taxpayers;  but  of  oourse  with  regard  to  the 
10  per  cent.,  I think  no  doubt  the  accountants  are 
essential,  although  as  I have  said  in  my  proof  it  is 
quite  possible  that  the  accountants  may  be  worried 
with  extra  forms  that  they  may  possibly  think  not 
necessary;  but  as  a matter  of  fact  they  are  necessary. 
It  hurries  up  the  accounts,  and  also  there  is  a statu- 
tory duty  imposed  on  the  person  to  make  out  the 


return ; I think  that  is  obvious.  The  Inland  Revenue 
make  a special  point  of  requiring  it  in  every  case, 
even  after  the  assessments  have  been  agreed.  I am 
only  mentioning  this  because  I want  to  take  the 
position  of  the  Assessor  which  you  have  raised. 

21,748.  In  a perfect  world  there  might  be  room  for 
both  accountants  and  Assessors? — That  is  so. 

21  749.  Mr.  Marks : On  this  point  of  full  disclosure 
of  particulars,  are  the  particulars  referred  to  supplied 
beforehand  in  anticipation  of  the  meetings? — Not  to 
the  Commissioners,  no. 

21.750.  To  you? — No. 

21.751.  They  come  straight  from  the ? — From 

the  assessment  book.  The  assessment  book  has  all  the 
particulars. 

21.752.  Then  it  has  been  put  forward  as  something 
of  a reproach  to  the  proceedings  of  the  Additional 
Commissioners  that  they  are  unusually  expeditious  in 
disposing  of  the  matters  that  come  before  them.  To 
whom  is  it  suggested  that  their  duties  should  be 
transferred,  if  they  are  transferred — do  you  know  at 
all?— Beyond  the  general  suggestions  of  some 
witnesses,  I gather  the  suggestion  is  that  it  would 
save  time  and  trouble  to  certain  bodies  supposing  the 
Surveyor  undertook  what  was  called  the  assessment. 

21.753.  The  Surveyor  being  an  Inland  Revenue 
servant? — The  Surveyor  being  an  Inland  Revenue 
servant.  Of  course,  I submit  that  assuming  the 
Surveyor  of  Taxes  did  become  what  is  called  the 
Assessor,  that  does  not  necessarily  mean  that  every- 
thing would  go  without  any  friction.  If  I might  say 
so,  it  affects  me  personally.  Within  the  last  week  I 
have  received  personally  a notice  from  a Surveyor  of 
Taxes  who  in  this  case  is  an  Assessor,  because  it 
appears  to  be  an  additional  assessment.  He  says: 

“ Unless  I receive”— a certain  sum  of  money;  I will 
not  say  the  amount — “ in  respect  of  the  balance  of 
director’s  fees  due  to  Sir  Thomas  Hewitt,  K.C., 
deceased,”  I shall  be  proceeded  against  at  my  private 
house,  and  I presume  sold  up.  As  a matter  of  fact,  l 
am  very  glad  to  say  that  my  father  is  very  much 
alive,  but  whether  he  was  alive  or  not  I do  not  know 
that  I ought  to  be  proceeded  against  at  my  private 
house  for  an  assessment  which  has  nothing  whatever 
to  do  with  me.  I simply  take  that  as  a possible 
instance  that,  supposing  the  Surveyors  did  undertake 
the  assessment,  it  is  possible  that  there  would  be 
friction  in  other  ways. 

21.754.  There  is  no  reason  to  suppose,  is  there, 
that  the  effectiveness  of  the  Additional  Commis- 
sioners lias  suffered  at  all  by  their  expedition  in  your 
opinion  ? — No. 

21.755.  And  if  their  duties  were  transferred,  say, 
to  a Government  Department,  do  you  think  there  is 
any  probability  that  those  duties  would  be  performed 
as  expeditiously  as  they  are  by  the  Additional  Com- 
missioners?— No,  I do  not  think  they  could  be. 

21.756.  In  paragraph  19  of  your  evidence-in-chief, 
you  suggest  that  the  expiration  of  the  Income  Tax 
year,  the  5th  April,  should  be  altered  to  coincide 
with  the  Treasury  year,  the  31st  March?  Yes. 

21.757.  Can  you  say  from  your  experience  whether 
it  is  or  is  not  desirable  that  the  Income  Tax  year 
should  be  made  contemporaneous  with  the  calendar 
year?— I think  it  would  be,  for  the  purpose  of  assess- 
ment. 

21.758.  For  all  purposes  of  the  Income  Tax?— 1 
think  it  would  be  convenient  that  it  should  be  the 
31st  March  from  my  point  of  view,  provided  accounts 
are  taken  to  the  previous  31st  of  December,  because 
that  would  give  an  extra  three  months  in  order  to 
consider  the  accounts  of  the  previous  year. 

21.759.  Is  not  that  rather  a different  point.  My 
point  is  this,  that  if  the  Income  Tax  year  were  made, 
as  I say,  contemporaneous  with  the  calendar  year 
it  would  be  much  more  convenient  for  the  general 
taxpayer,  and  particularly  so  if  he  were  assessed 
as  you  suggest  on  the  income  of  the  preceding  year. 
That  would  still  give  you  the  opportunity  between 
the  31st  December  and  tlie  31st  March  of  considering 
assessments  or  any  other  business  which  might  arise 
in  connection  with  the  previous  year’s  income? — I 
think  it  might  be  convenient. 

21.760.  Do  you  think  it  would  bo  convenient 
specially  for  the  taxpayer? — I do  think  it  would  be 
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particularly  convenient  to  the  taxpayer  provided  he 
was  allowed  to  make  a return  for  the  calendar  year 
from  the  1st  January  to  the  31st  December,  or  “ to 
the  time  when  his  accounts  are  usually  made  up,” 
in  respect  of  his  assessment  for  the  Income  Tax  year 
commencing  on  the  31st  March  following.* 

21,761.  Mr.  Walker  Clark  : You  desire,  and  the 
whole  of  your  evidence  is,  that  the  Local  Commis- 
sioners should  be  retained  not  merely  as  a Court  of 
Appeal  but  in  their  full  administrative  capacity? — 
Yes. 

21, 1 62.  lou  should  still  retain  the  powers  of  appeal 
plus  the  administrative  powers  you  now  possess? — 
Certainly. 

21,763.  In  full?— In  full. 

21, /64.  From  your  knowledge  of  London  and  your 
friends’^  knowledge  in  the  country  ?— Yes. 

21.765.  Just  in  reference  to  the  expedition  with 
which  the  Commissioners  get  through  their  work,  is 
it  not  a fact  that  a Commissioner  who  gets  the 
assessment  book  to  which  allusion  has  already  been 
made  has  on  the  opposite  page  the  two  years  pre- 
vious to  the  year  which  is  then  a matter  of  discussion. 
He  has  the  figures  for  the  two  previous  years  before 

2*as  be  not? — That  is  quite  correct. 

21.766.  And  what  is  wanted  really  is  a general 
knowledge  as  to  whether  that  specific  trade  has  done 
better  or  worse  in  the  preceding  twelve  months?— 
Yes. 

21.767.  And  it  is  an  adjustment,  in  accordance  with 
that  knowledge,  of  figures  which  the  Surveyor  has 
put  in  and  to  which  the  taxpayer  objects  ?— Yes. 

21.768.  Is  not  that  the  actual  course  of  procedure  in 
99  cases  out  of  100? — I would  qualify  it  by  this,  not 
what  the  Surveyor  has  put  in  but  what  the  Assessor 
has  put  in,  and  the  taxpayer  has  not  vet  had  an 
opportunity  of  objecting  to  it. 

**  re&Uy  is  quite  an  easy  and  expeditious 
method  and  does  not  require  any  prolonged  investiga- 
tion?—No.  The  taxpayer  is  always  going  to  have 
his  opportunity  to  appeal  very  shortly. 

21.770.  By  and  by,  which  is  quite  another  matter? 
— Yes. 

21.771.  This  need  not  take  more  than  the  small 
space  of  time  that  you  indicate? — No,  not  necessarily. 
Of  course,  there  are  some  cases  that  do  take  quite 
a little  time;  I have  had  in  fact  a whole  meeting 
on  one  case. 

21.772.  But  that  has  been  when  full  accounts  have 
been  presented  ?— For  the  Additional  Commissioners. 

21.773.  Dr.  Stamp : Dealing  with  some  com- 

parisons, that  have  been  made  in  previous  questions, 
in  paragraph  10,  adjustment  of  appeals,  in  the  second 
part  the  Report  of  the  Committee,  you  refer  there 

1v?,,gr5?t  mai°nty  of  cases  of  formal  adjustment, 
14,415  r — Yes. 


21.774.  On  application  by  tho  taxpayer  to  the 
Assessor;  docs  the  Assessor  in  fact  in  those  cases 
make  adjustments? — No,  the  Commissioners  do. 

21.775.  But  does  he  ever  submit  adjustments  to  the 
Commissioners?—!  think  he  submits  them  to  the 
Surveyor  m the  first  place. 

21.776.  On  the  notice  of  charge?— On  the  notice  of 
charge  or  on  a demand  note  or  on  any  call  throughout 
the  day  from  the  taxpayer  himself.  He  is  on  the 
spot  and  he  sees  that  this  is  a right  case  for  adjust- 
ment,  and  he  sends  a note  to  the  Surveyor  and  pro- 
nably.|the  taxpayer  with. 

21.777.  Mr.  McLintoek  referred  to  the  fact  that 
the  taxpayer  is  told  on  the  notice  to  go  to  tho 
Surveyor,  and  you  said  you  thought  he  ought  to  be 
told  to  go  to  the  Assessor.  Do  you  mean  that  it  is 
wrong  to  have  the  Surveyor’s  name  there;  that  it 
should,  be  the  Assessor  ?— Of  course,  I do  not  suggest 
that  it  ts  wrong,  because  the  Inland  Revenue  have 
power  to  send  out  what  forms  they  like. 


,^he  wishes  it  to  be  understood  that  his  view  is  tha 

the  year  by  which  the  income  is  to  he  measured  should  be  th. 
calendar  year  ending  31st  December,  and  that  the  income  m 
SSTStaSgfe  " “8d  f”  th8  yc“  on  the  Is 


21.778.  Does  not  the  Act  say  that  the  Surveyor  is 
the  person  to  whom  they  have  to  go?— No,  I do  not 
think  the  Act  does  say  so. 

21.779.  Section  136,  sub-section  1.  Does  he  not 
have  to  give  notice  in  writing  to  the  Surveyor? — Yes. 

21.780.  Therefore  a notice  of  charge  is  correct  in 
law  in  putting  the  Surveyor  on,  and  it  would  be 
incorrect  to  put  the  Assessor  on. 

21.781.  Mr.  Walker  Clark  : The  assessment  is  made. 

21.782.  Dr.  Stamp : The  assessment  is  made;  it  is 
a notice  of  the  assessment. 

21.783.  Mr.  Walker  Clark : This  may  be  before  the 
assessment? — No,  the  assessment  is  made. 

21.784.  Dr.  Stamp : “ It  must  be  understood  that 
these  applications,  although  rightly  called  ‘ appeals  ’ 
inasmuch  as  they  vary  assessments  already  made  ” 

• - ? — Yes. 

21.785.  I take  it  that  they  vary  assessments  after 
the  issue  of  a notice  of  charge,  and  I ask  you  whether 
it  would  not  be  illegal  to  put  the  Assessor’s  name 
on  that  notice  as  the  person  to  whom  the  taxpayer 
should  go? — No,  I would  not  say  it  is  illegal. 

21.786.  It  is  legal,  at  any  rate,  to  put  the 
Surveyor’s  on? — Ho  has  got  to  give  notice  to  the 
Surveyor  of  Taxes. 

21.787.  And  does  he  in  99  cases  out  of  100  send 
his  case  with  the  notice  of  charge  to  the  Surveyor— 
with  his  Life  Assurance  receipts  or  whatever  it  may 
be?— I dare  say  he  does  in  a good  many  cases,  but 
not  in  so  many  as  that.  I get  a good  many,  and  I 
know  my  Assessors  get  a lot. 

21.788.  As  an  actual  fact,  I take  it,  the  Assessor 
does  not  submit  these  reductions  on  the  notices  of 
charge  to  the  Commissioners;  it  is  the  Surveyor  who 
submits  them? — He  sends  it  to  the  Surveyor  who 
submits  them.  The  Assessor  sends  these  inquiries 
with  these  notices  of  charge  to  the  Surveyor,  and  the 
Surveyor  submits  them. 

21.789.  Take  the  simplest  possible  case.  You  could 
have  a man  who  has  not  had  on  his  notice  of  charge 
the  necessary  allowance  for  Life  Assurance.  Perhaps 
he  has  got  a new  policy ; he  has  some  receipts.  Sup- 
pose he  did  send  them  to  the  Assessor,  despite  what 
it  said  on  the  notice  about  sending  them  to  the  Sur- 
veyor, what  would  the  Assessor  do  with  them  ? 
Would  he  send  the  Life  Assurance  receipts  back  to 
the  taxpayer,  or  would  he  send  them  on  to  the  Sur- 
veyor?—He  would  rightly  send  them  on  to  the  Sur- 
veyor. 

21.790.  Is  it  not  a fact  that  he  merely  acts  as  a 
channel?  If  the  thing  happens  to  come  to  him  he 
sends  the  whole  thing  to  the  Surveyor?— It  is  an 
actual  fact,  yes. 

21.791.  Does  the  Assessor  allow  anything  on  his 
own  responsibility  except  allowance  for  voids  under 
Schedule  A?— Of  course  not;  it  is  not  his  duty  that 
he  should  do  so. 

21.792.  But  is  it  put  upon  him  to  take  the  initiative 
in  the  matter  ? — Yes.  He  takes  his  district,  and  the 
taxpayers  come  and  call  upon  him,  and  he  gives  them 
advice  and  says : “ my  dear  fellow,  in  this  matter 
you  have  got  to  see  that  the  Surveyor  agrees  with 
your  contention  that  this  Life  Assurance  policy 
should  be  allowed;  go  and  see  the  Surveyor.” 

21.793.  When  he  has  spent  a long  time  talking 
about  the  Life  Assurance  case  with  the  taxpayer,  he 
sends  him  to  the  Surveyor  to  say : “I  recommend 
that  this  be  allowed  ” ? — Yes.  You  will  have  very 
shortly  before  you  Assessors  who  will  come  here  and 
say  that  the  majority  of  their  work  in  the  early  part 
of  the  year  is  taken  up  with  those  inquiries  and  ad- 
vice given. 

21.794.  You  are  talking  about  adjustments  made 
upon  the  demand  note? — No. 

21.795.  On  the  notice  of  charge? — On  the  notice 
of  charge. 

21.796.  In  the  early  part  of  the  year  ? — Yes, 

21.797.  You  think  that  the  Assessor  does  more  than 
act  merely  as  an  agent  for  sending  them  on  to  the 
Surveyor? — A great  deal  more. 

21.798.  How  long  has  that  been  the  case? — Prob- 
ably since  1842. 
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21.799.  In  the  City  of  London? — Well,  I cannot 
speak  of  that,  but  I can  speak  for  25  years.  They 
are  of  the  greatest  value  to  the  taxpayers  of  the  City. 

21.800.  The  point  of  this  paragraph : “ in  the 

great  majority  of  cases  formal  adjustments  of  assess- 
ments on  application  by  the  taxpayer  to  the 

Assessor  ” ? — “ or  the  Surveyor  ” ; may  I qualify 

that?  . 

21.801.  May  we  take  it  still  further  by  saying  : in 

the  majority  of  cases  to  the  Surveyor  ”?— I think 
perhaps  the  Assessor  would  be  able  to  answer  you  as 
to  that.  . , 

21.802.  Would  you  say  in  your  experience  in  tne 
City'  of  London  whether  out  of  every  100  notices  of 
charge  that  get  amended  the  Assessor  has  not  seen 
more  than  five?— I could  not  possibly  tell  you  that, 
because  if  they  have  not  seen  five  it  is  in  accordance 
with  the  Acts  that  the  Surveyor  must  be  able  to 
satisfy  himself  that  the  correct  amount  has  been 
arrived  at. 

21.803.  The  duty  is  on  the  Surveyor  ?— 1 o satisfy 
himself  that  the  proper  amount  of  revenue  is  reach- 
ing the  Inland  Revenue,  because  I want,  if  I may,  to 
make  clear  the  position ; my  position  is  that  the  mere 
fact  that  the  taxpayer  and  the  Surveyor  come  to  an 
agreement  has  nothing  whatever  to  do  with  the 
assessment  or  administration. 

21.804.  I quite  understand  that.  I am  now  on  this 
point  as  to  who  does  the  real  work  of  these  adjust- 
ments, the  Assessor  or  the  Surveyor,  by  which  I mean 
the  talking  to  the  taxpayer  and  the  certifying  of  the 
documents P— The  Assessor.  I should  say  half  his 
year  is  taken  up  certainly  in  talking  to  the  tax- 
payers. 

21.805.  I am  talking  about  adjustments  on  the 
notice  of  charge  after  the  assessment  is  made? — The 
demand  notes,  certainly. 

21.806.  I am  not  talking  about  the  demand  notes 
for  the  moment.  I am  talking  about  the  thing  you 
pinned  me  to  at  first,  the  notice  of  charge,  in  which 
the  taxpayer  is  directed  to  go  to  the  Surveyor? — Yes. 

21.807.  A certain  number  of  them  stray  or  go  to  the 
Assessor? — Yes,  but  I say  a good  many  of  them  go  to 
the  Assessor,  and  I will  also  say  if  they  do  go  to  the 
Assessor,  after  the  Assessor  has  given  the  best  advice 
he  can,  probably  to  a man  he  knows  personally,  he 
says : “ my  deal'  fellow,  go  to  the  Surveyor  of  Taxes 
and  settle  with  him,  because  that  is  what  you  have 
got  to  do,  and  it  is  right  that  you  should  do  it.” 

21.808.  He  either  sends  on  the  correspondence  to 
the  Surveyor  or  he  sends  the  taxpayer  ?— Yes. 

21.809.  And  he  does  nothing  effective  himself  on 
this  notice  of  charge? — He  is  not  empowered  to  do 
it. 

21.810.  Therefore,  he  does  not  make  the  adjust- 
ment; the  Surveyor  makes  the  adjustment? — No,  the 
Surveyor  does  not  make  the  adjustment;  the  Com- 
missioners make  the  adjustment. 

21.811.  I put  it  to  you  that  the  Assessor  is  merely 
a signpost  in  cases  of  notices  of  charge  and  sends  the 
man  to  the  Surveyor,  and  it  is  in  the  Surveyor’s 
office  that  the  work  is  done? — Yes,  I should  say  that 
that  was  so. 

21.812.  On  one  phrase  in  paragraph  10  of  the 
Report  I am  not  sure  about  the  syntax,  or  is  it  the 
grammar? — I am  sorry. 

21.813.  In  the  words,  “ as  unopposed  by  the  Sur- 
veyor of  Taxes,”  do  the  words,  “ by  the  Surveyor  of 
Taxes,”  refer  to  “ unopposed  ” or  to  the  forwarding? 

' “ Unopposed.” 

21.814.  So  that  we  may  take  it  then  that  the  mean- 
ing of  the  sentence  is  “ formal  adjustments  of  assess- 
ment on  application  by  the  taxpayer  to  the 
Assessor”? — Or  the  Surveyor. 

21.815.  As  it  reads? — “ and  forwarded  by  the  Sur- 
veyor of  Taxes  as  unopposed.” 

21.816.  The  word  “ by  ” applies  both  to  “ for- 
warded ” and  “unopposed”? — Yes. 

21.817.  So  we  may  take  it  that  the  meaning  of  this 
is,  not  that  it  is  forwarded  by  the  Assessor  hut  by  the 
Surveyor? — Yes. 


21.818.  The  word  “ unopposed  ” really  means  that 
the  Surveyor  is  sending  something  that  he  himself 
has  done,  and  not  what  somebody  else  has  done  and 
that  he  is  not  objecting  to? — Not  that  he  has  done, 
but  he  has  agreed  on  behalf  of  the  Crown. 

21.819.  Whether  intentionally  or  not,  I suggest 
that’ the  way  the  sentence  reads  is,  that  the  adjust- 
ment is  made  with  the  Assessor,  it  is  sent  through  the 
Surveyor,  and  the  Surveyor  looks  at  it,  and  says : 

“ that  seems  to  be  all  right;  I have  no  objection  to 
that,”  and  sends  it  on? — No,  that  is  not  what  is 
meant,  of  course.  A taxpayer  receives  a notice  of 
charge  which  he  does  not  understand.  He  sometimes 
does  not  look  at  the  notice  of  charge ; he  has  had  so 
many  during  his  lifetime;  and  he  does  not  appreciate 
what  names  there  are  on  that  notice  of  charge,  Sur- 
veyor's or  Clerk’s  to  the  Commissioners,  because 
those  are  the  two  names.  He  says:  “I  am  going  to 
see  my  friend,”  whatever  the  Assessor’s  name  is.  tie 
discusses  the  matter  with  him.  He  looks  at  it  and 
says : “ what  you  have  to  do  is  to  go  back  home  and 
net  your  Life  Assurance  receipts,  send  them  to  me  it 
you  like,  and  I will  treat  direct  with  the  Surveyor  of 
Taxes;  otherwise,  if  you  like  to  go  to  Telegraph 
Street,  the  Surveyor  will  see  that  the  thing  is  put 
right.”  He  goes  to  the  Surveyor  of  Taxes  at  iele- 
cn-aph  Street ; he  is  asked  to  produce  these  insurance 
receipts;  the  thing  is  all  in  order  and  the  Surveyor 
makes  a note  on  it  for  a formal  submission  for  adjust- 
ment to  the  Commissioners  of  Taxes.  I submit  that 
that  is  quite  the  proper  position. 

21.820.  The  Surveyor  fills  up  that  form,  or  it  is 
done  in  his  office? — Yes. 

21.821.  It  is  never  filled  up  by  the  Assessor. 

Never;  of  course  not.  . ..  . 

21  822.  The  Surveyor  takes  the  responsibility  tor 
filling  up  the  form  and  signing  it?— Certainly, 
agreeing  to  a relief  on  behalf  of  the  Crown. 

21  823.  Referring  again  to  the  question  of  adjust- 
ment on  appeal,  you  have  told  us  that  a large  number 
of  the  cases  that  come  forward  do  not  involve  any 
serious  question  of  principle?  No..  . . 

21  824.  They  do  not  involve  anything  that  it  is 
necessary  for  yon  to  go  into?— I think  I might  just 
say  they  mostly  refer  to  abatements,  Life  Insurance, 
allowance  for  wife  and  children,  dependant’s  allow- 
ance, unearned  income  relief,  and  adjustments  on 
the  three  years’  average.  . 

21,S25.  And  there  is  no  question  of  principle,  nor 
is  there  much  arithmetic  to  check  for  your  purpose? 
—No. 

21.826.  I understood  you  to  say  in  answer  to  a 
previous  question  that  something  like  10  per  cent, 
of  the  cases  were  sent  back  to  the  Surveyor  for 
further  information  or  amendment?  Yes. 

21.827.  That  would  be  1441?— I could  not  say  how 
many;  I should  say  a few  every  day;  probably  it 
would  be  more  than  that. 

21.828.  You  think  it  would  be  more  than  1441?— 
Please  do  not  pin  me  down  to  a number,  if  you  can 
help  it. 

21.829.  It  strikes  me  as  a very  large  proportion 
in  view  of  the  very  informal  or  simple  character  of 
many  of  the  cases*?— No  doubt  they  would  be  right 
in  substance,  but  it  is  the  way  they  have  been 
presented;  they  are  not  quite  intelligible;  I assume 
that  in  some  cases. 

21.830.  Would  that  be  recent  experience  or  would 
it  he  the  average  of  years? — The  average  of  years. 

21.831.  Would  it  be  possible  to  get  more  exact 
figures  ? — When  I send  them  back  they  endorse  their 
reasons  and  the  answers  to  my  questions  on  the  back, 
so  I dare  say  a great  many  of  those  come  in,  perhaps 
half-a-dozen  to  a dozen  a day. 

21.832.  That  you  would  send  back? — Send  back  fol 
further  information.  They  may  be  quite  correct, 
or  there  may  be  a correction  of  figures  or  a correction 
of  the  relief  note  underneath. 

21.833.  You  would  not  ask,  of  course,  in  the 
ordinary  case  of  a Life  Assurance  allowance,  or 
children’s  allowance,  or  wife’s  allowance,  or  depen- 
dant’s allowance,  or  unearned  income  relief,  for 
further  explanation? — No. 
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21.834.  It  would  be  the  more  important  case"?. — 
They  would  be  the  majority  of  cases. 

21.835.  It  would  be  the  more  important  cases  that 
you  send  back? — Yes, 

21.836.  Therefore,  is  it  not  10  per  cent,  of  the 
more  important  cases  rather  than  10  per  cent,  of 
the  whole  bulk  that  you  were  thinking  of  ? — I do  not 
think  so. 

21.837.  Shall  I give  you  a class  of  case,  a reduction 
of  an  assessment  on  the  production  of  accounts,  the 
accounts  have  been  produced  to  the  Surveyor,  and 
there  is  a formal  submission  to  you  with  those  details ; 
it  is  possible  that  you  might  send  10  per  cent,  of 
those  back? — Yes.  For  instance,  supposing  a Sche- 
dule E man  is  going  to  have  the  advantage  of  the 
average,  and  the  Surveyor  has  omitted  in  making 
the  submission  to  me  to  put  an  explanation  of  that 
kind  on.  I would  remit  it  back  to  him,  and  he  would 
probably  give  the  three  years’  average. 

21.838.  He  has  not  quite  reached  your  formal 
requirements? — Not  quite. 

21.839.  You  have  not  put  to  him  a specific  question 
of  principle? — No. 

21.840.  Now  take  the  more  important  class  of  cases, 
the  reduction  of  a Schedule  D assessment;  I take  it 
that  the  information  given  upon  the  baok  of  the 
form  that  he  sends  to  you  is  usually  : “ year  so  and 
so,  such  and  such  a profit,”  three  times  repeated 
and  then  a division? — Yes. 


21.841.  Saying:  ‘‘accounts  have  been  produced 

showing  the  f ollowing  liability  ’ ’ ; would  that  be 
right  ? — Yes. 

21.842.  There  might  be  some  very  important  point 
of  principle  between  the  Surveyor  and  the  taxpayer 
that  had  been  the  subject  of  correspondence  and  dis- 
cussion for  a long  time? — Yes. 


21.843.  The  taxpayer  might  have  overreached  the 
Surveyor  or  have  hypnotised  him  and  convinced  him 
against  the  interests  of  the  Crown  on  a particular 
point  of  principle? — Yes. 

21.844.  All  you  see,  I take  it,  is  the  figure  that 
results? — No.  In  those  very  important  cases  I most 
likely  see  the  Surveyor  himself  before  he  submits  it 
We  are  in  such  close  collaboration  that  he  comes 
across  to  me  and  discusses  the  question  and  says : 
“now  what  is  your  view  about  it;  shall  we  put  it 
dewn  for  appeal;  it  is  a very  debatable  question.” 
We  have  a regular  discussion,  and  the  results  of  the 
discussion  will  probably  come  in  the  form  of  a sub- 
mission. 


21,845.  I understand  that  where  that  has  not  taken 
place  before  it  comes  to  a submission  you  have  no 
means  of  learning  what  questions  of  principle  are 
involved  from  the  details  which  you  require  the  Sur- 
veyor to  put  on  the  back?— No.  It  is  an  agreed 
amount,  you  see. 

21,846  With  regard  to  the  position  of  the  Assessor 
that  we  heard  so  much  of  this  afternoon,  you  think 
that  the  Assessors  as  a whole  should  be  encouraged  to 
place  their  services  at  the  disposal  of  the  taxpayer 
and  the  taxpayer  should  be  encouraged  to  go  to 
them  ? — Yes. 


21,847  Would  you  regard  the  Assessors  in  the 

—Yes”  London  as  being  the  very  best  of  their  type  P 


21  848  That  ib  to  say,  very  much  above  the  averag. 
or  the  Assessors  throughout  the  country? — I do  no 
know  the  Assessors  in  the  country. 

21,849  Would  you  think  that  they  are  possibl- 
superior? — I cannot  say  that. 

to2rt85°i  W°Uld  y°U  thi°k  they  were  Possibly  superio 
to  the  Assessors  we  will  say,  in  Herefordshire  ?- 
could  not  possibly  say  that;  I do  not  know  th, 
Assessors  in  Herefordshire.  I believe  that  you  ar, 

before  ^ haTej,  beI:olit  of  having  the  Assessor; 
before  you  shortly,  but  speaking  for  my  owi 
Assessors,  I know  that  they  are  a competent  lot  o 

21,851.  You  have  told  us  that  you  think  thi 
Assessors  are  the  backbone,  I think  you  said,  of  th, 
administration  or  the  scheme— I cannot  remembe; 
whether  it  was  the  backbone  or  the  foundation— i, 


was  some  part  of  the  structure  or  the  anatomy? 

Yes,  I think  they  are  the  foundation  of  the  principle 
upon  which  the  Income  Tax  Acts  are  framed. 

21.852.  I understood  it  was  more  than  the  founda 
tion  of  a theoretical  principle;  it  was  the  foundation 

of  the  actual  administration  as  it  exists  to-day0 

Yes,  it  is. 

21.853.  And  in  speaking  of  that,  are  you  speaking 

only  of  the  City  or  of  the  country  as  a whole? Of 

the  country  as  a whole.  It  is  all  right  at  present 
but  I can  see  that  if  the  assessing  is  touched  at  all 
the  whole  thing  will  go  by  the  board.  If  there  should 
be  any  levelling  done,  I suggest  it  should  be  levelling 
up  and  not  levelling  down. 


. iUU  uo  Know  enou  h 

about  the  Assessors  throughout  the  country  to  regard 
them  as  occupying  this  very  important  position 
almost  the  keystone  of  the  arch? — Certainly. 

21,855.  Is  it  within  your  knowledge  that  the 
Assessors,  we  will  say,  in  a county  like  Herefordshire 
or  Dorsetshire,  are  mainly  farmers?— I do  not  know. 

91,866.  Do .you  include  those  in  yo,,r  keystone  or 

qfsw11  t”  ^ b“kbone?-Yes,  iertainly. 

21,857  Is  the  Income  Tax  scheme  a very  compli- 
cated scheme  of  law  and  practice?— It  is  a com- 
plicated  scheme,  yes. 

21,858.  Do  the  Assessors  throughout  the  countrv 
have  any  legal  training?— No.  7 

naSif?9!^6  th6y  re?,,ired  40  ***  fOT  “y  exami- 

21. 860.  Are  they  men  expert  in  business  and 

mwrf'Tn?  OU<1  Sayr  a e<Kd  ma”v  of  t,'em  were. 

41.861.  The  farmers,  for  mstanoe? — I do  not  know. 

21.862.  Would  a farmer,  who  oomes  from  the  class 
of  farmers  who  oannot  keep  aocounts,  be  a good 
adviser  on  acoounts?  Probably  not;  but  he  has  not 
got  to  advise  on  acoounts. 

21.863.  He  has  got  to  advise  the  taxpayer  of  the 
technicalities  of  his  return?— He  is  the  taxpayer’s 
friend  to  advise  him  as  to  the  best  way  to  proceed, 
which,  obviously,  is  not  advising  on  accounts,  because 
he  is  not  the  man  who  has  the  final  say  in  the  matter 

SUhaS  A°b  ^ agree  with  tlle  man  "’ho  has  got  to 
receive  the  money.  e 

21.864.  You  would  distinguish,?  If  it  fa  advice 
m the  matter  of  arriving  at  the  taxpayer’s  liability, 
that  is  to  say,  the  sum  that  a man  should  put  in 
his  Income  Tax  return— the  Assessor  is  not  in  your 
judgment  competent  to  do  that?— Are  you  asking 
about  the  fanning  districts? 

21.865.  I am  talking  about  the  Assessors?— The 

8cbIdSr  “a  tie1A£sef°r  farming  districts  under 
Scheaiilfls  A and  B,  I understand. 

21.866.  I am  not  referring  to  Schedules  A and  B ; 
f,  “I1  ,™ferrmg  to  Schedule  D in  the  proyinees?-! 

oVSocvyt?  w6tc  talking  particularly  about  farming. 

. ff’Sr’l  No’  1 ,asked  I™  whether  it  was  not  a 
tact  that  a great  number  of  Assessors  in  the  oountry 
arejarmersf-ln  a farming  county  I daresay  it, 

2i  868.  Assessors  for  Schedules  D and  E assess- 
ments?—I suppose  there  are  very  few  of  them  in 
“S?1.1*  districts— not  so  many  as  Sohedule  A. 

41.869.  Taking  the  country  right  through  they 

oi  bvSggwesat®  ® °°nsiderable  number?— I daresay. 

41.870.  You  refer  to  the  Assessors  of  the  whole 
oountry  as  occupying  this  important  position  in  the 
administration,  and  the  fact  that  they  ought  to  lie 
advisers  of  the  public?— Yes. 

21.871.  I ask  you  whether  they  are  fitted  by  nature 
r y raining  for  that  post? — I do  not  know  about 

fitted^  fwTt  1 kn°W  that  my  men  are  unquestionably 

21.872.  They  may  be,  you  think,  in  the  City  of 
London?— Yes,  I do  think  so. 

,873.  Before  you  appoint  Assessors,  are  they 
required  to  have  any  course  of  legal  training  or 
training  m the  intnoacies  of  Income  Tax  law?— A 
many  of  them  are  solicitors. 

Yef’874'  Are  SOme  of  them  ™*i™d  military  men  ?— 

21,875.  Are  those  retired  military  men  required  to 
undergo  any  course  of  legal  training  before  they 
beeome  the  advisers  of  the  public  in  a difficult  branch 
,ie  Jaw?  No,  it  is  not  a difficult  braqch  of 
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the  law  to  the  small  taxpayer.  The  importance 
of  the  Assessor-  is  not  actual  expert  knowledge  of  the 
Income  Tax ; the  importance  of  the  Assessor  is  his 
being  the  representative  of  the  small  taxpayer-. 

21.876.  That  is  to  say,  he  puts  everybody  on  good 
terms  with  himself? — He  is  the  representative  of  the 
small  taxpayer.  It  makes  very  much  for  the  smooth 
working  of  the  assessment  and  collection. 

21.877.  You  are  thinking  of  the  Assessor  as  being 
the  backbone  of  the  scheme,  so  far  as  the  small  tax- 
payers are  conoerned? — Yes. 

21.878.  But  so  far  as  the  big  taxpayers  are  con- 
cerned?— I think  they  can  well  be  left  in  the  hands 
of  expert  accountants  to  look  after  them. 

21.879.  In  the  City  of  London,  if  you  had  to 
make  the  dreadful  choice  between  all  your  Assessors 
going  on  strike  and  all  your  Surveyors . going  on 
strike,  which  would  be  the  worst  for  the  Revenue? — 

I think  it  woijlcl  be  very  much  worse  for  the  Revenue, 
because  they  would  not  receive  £64,Q00,P6q  from  t]ie 
City  of  Lopdon. 

21.880.  But  if  one  of  those  bodies,  the  Surveyors 
or  Assessors,  had  to  be  suddenly  cut  opt  of  the 
administration,  which  would  you  rather  drop  out? — 

I think  if  one  goes  the  other  might  go. 

21.881.  I am  asking  you  which  one  of  them? — 

Well,  I to  say  that  one  is  absolutely  a com- 

ponent part  of  the  other,  if  I might  go  so  far.  as 
to  say  that- 

21.882.  What,  it  really  comps  to  is,  that  this 
creature  has  got  two  backbones? — No,  I do  not  think 
it  has  got  two  backbones. 

21.883.  Will  you  answer  the  question,  which 
would  you  regard  as  the  more  serious  to  the  Revenue  : 
the  Surveyors  going  on  strike  or  the  Assessors? — 

I should  say  it  would  be  most  serious  for  the  Revenue 
if  the  Surveyors  went  on  strike,  but  for  the  public 
i^  would  not  be  so  serious,  and  the  Commissioners 
represent  the  public. 

21.884.  The  Commissioners  represent  the  public? — 
Yes. 

21.885.  Just  a moment  upon  that  theory : as  to  the 
origin  and  reasons  of  the  original  policy  of  making 
the  District  Commissioners  occupy  the  position  they 
do.  Do  you  not  think  it  would  be  correct  to  say  that 
tho  administration  of  the  Income  Tax  was  originally 
intended  to  be  placed  in  the  hands  of  the  Local  Com- 
missioners ?— Y es. 

21.886.  And  that  the  Revenue  official  was  put  there 
to  see  that  they  did  their  duty  and  their  work? — I 
would  not  say  that.  I would  say  that  he  was  put 
thorp  to  see  that  the  interests  of  the  Crown  did  hot 
suffer. 

21,887-  And  now  the  position  has  rather  evolved 
into  this,  that  the  Surveyor  does  that  work,  it  falls 
into  his  hands,  but  the  Commissioners  are  there  to 
see  that  he  does  not  work  improperly? — No,  by  no 
manner  of  means,  if  I might,  with  submission,  say 
so,  As  the  Income  Tax  has  got  more  complex,  it  is 
natural  that  the  Surveyors  have  more  work  to  do  in 
top  consideration  of  arriving  at  the  right  amount  of 
money  that  the  Inland  Revenue  will  require  to 
receive. 

21.888.  You  define  the  Local  Commissioners  as  “ an 
independent  and  unpaid  body  designed  to  stand 
between  the  Grown  and  the  taxpayer,  to  take  an 
independent  and  impartial  position,  curbing,  on  the 
one  handj  undue  severity,  zeal  and  harshness,  and 
on  the  other,  seeing  that  the  fair  requirements  of  the 
Grown  are  duly  complied  with.” — Yes. 

21.889.  We  are  merely  discussing,  as  a digression, 
a matter  of  history.  I suggest  to  you  that  the  correct 
way  of  looking  at  it  is  that  the  administration  was 
placed  in  the  hands  of  the  Local  Commissioners  and 
the  Surveyor  was  put  there  as  a watchdog? — Oh,  no; 
that  goes  to  the  root  and  foundations  of  the  principle, 
as  we  understand  it. 

21.890.  I am  only  referring  to  the  origin.  Now 
let  us  come  back  to  the  existing  provision.  In  the 
figures  in  your  Table  C [see  Appendix  No.  34]  you 
refer  at  the  bottom  to  the  appeals  as  amounting  to 
17,888  under  Schedule  D.  What  relation  has  that  to 
the  figure  we  have  been  talking  about— 14,400?  Does 
it  cover  those? — Yes,  it  covers  those. 


21.891.  What  is  the  reason  for  the  difference?— 
When  you  have  spent  months  over  these  figures,  as  I 
have  done,  it  is  very  difficult  at  the  moment  to  find 
out  a particular  thing. 

21.892.  I only  ask  as  a matter  of  reconciliation? — 

I think  you  may  take  it  from  me  that  as  great  care 
as  possible  was  taken  on  these  figures.  If  you  like  to 
give  me  a minute  I shall  certainly  be  able  to  answer. 

21.893.  No,  I will  not  bother  you;  I only  wanted 
to  reconcile  it  in  case  there  was  some  explanation.  I 
will  not  base  anything  on  it. — I could  give  you  the 
correct  answer  to  that  to-morrow  if  necessary ; I will 
send  it  to  you.* 

21.894.  Do  you  remember  I put  a figure — I will  deal 
with  it  as  14,415.  Quite  a limited  proportion  of  those 
are  cases  in  which  you  have  raised  questions  of 
principle  ? — Yes. 

21.895.  You  only  know  it  is  a question  of  principle 
when  it  is  exhibited  on  the  form  by  the  Surveyor 
when  hp  sends  it  to  you? — Yes. 

21.896.  Otherwise  they  might  cloak  underneath  the 
resultant  figure  some  very  important  settlement? — 
They  might. 

21.897.  If  the  Surveyor  has  not  told  you  about  it 
yog  knew  nothing  about  it?— I approach  these  all 
from  the  point  of  view  of  the  taxpayer,  as  I think  l 
oqght  to  do.  They  are  reductions,  small  or  other- 
wise, from  the  taxpayer’s  assessment.  I always 
approach  it  from  that,  point  of  view. 

21.898.  Your  desire  is  to  see  the  adjustment  is  a 
large  one? — In  favour  of  the  taxpayer;  not  larger 
than  is  equitable  or  right,  of  course. 

21.899.  To  see  that  the  Surveyor  has  not  been 
unduly  zealous  in  cutting  him  down  from  his  rights. 
Is  that  it,? — Yes. 

21.900.  When  you  are  examining  the  Surveyor’s 
report  do  you  have  in  front  of  you  the  assessment 
book? — No. 

21.901.  Do  you  call  for  the  accounts  and  corre- 
spondence on  which  the  settlement  has  been  arrived 
at? — No. 

21.902.  Then  you  rely  generally  on  the  Surveyor's 
report? — Which  capes  are  you  talking  about? 

21.903.  I am  talking  about  those  oases  which  are 
not  merely  formal  cases  of  Life  Assurance  and  so  on, 
but  which  involve  a reduction  of  the  gross  amount  of 
the  assessment  on  an  average.  We  have  already 
elicited  in  our  talk  together  that  you  have  on  the 
back  of  thp  submission  the  three  years  of  the  aver- 
age?— And  a great  deal  more. 

21.904.  And  the  statement  by  the  Surveyor  that 
it  is  in  accordance  with  accounts,  and  so  on? — In 
some  cases  those  would  not  be  cases  of  principle. 

21.905.  I thought  we  had  already  agreed  that  in 
Hie  cases  where  the  amounts  of  the  liability  are  set 
out  on  the  back  there  may  be  cloaked  underneath 
the  resultant  figure  important  settlements  on 
principle? — There  may  be. 

21.906.  If  you  do  not  call  for  the  accounts  you  do 
not  go  into  those  questions  of  principle? — Except 
they  are  stated  at  the  back.  The  principle  would  be 
stated  at  the  back,  or  in  a great  many  cases  the 
principle  would  already  have  been  threshed  out 
between  the  Inspector  of  Taxes  and  myself,  which 
ultimately  results  in  a submission,  which  I submit  is 
the  same  thing. 

21.907.  But  if  you  have  not  been  approached  by 
the  Surveyor  beforehand,  and  the  submissions  come 
to  you  in  this  form,  you  are  not  able  to  discern  any 
question  of  principle  in  a plain  average? — Not  in  a 
plain  average,  but  they  do  not  take  only  the  cases  of 
average.  There  are  a lot  of  statements  on  the  back 
of  a submission  other  than  the  plain  fact  of  three 
years’  average. 

21.908.  In  the  great  majority  of  cases  you  do  not 
have  before  you  the  documents  and  correspondence 
upon  which  you  might  see  how  those  questions  of 
principle  have  been  dealt  with  by  the  Surveyor  ?- 


* The  witness  adds : “ 17,888  is  correct ; it  is  the  figure  brought 
to  a later  date," 
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If  there  is  a question  of  principle.,  then  I ask  for  the 
documents  and  the  correspondence. 

21.909.  If  you  can  see  it P- — Yes,  but  I have  quite 
sufficient  confidence  in  the  Inspectors  of  Taxes  to 
believe  that  on  any  question  of  principle  they  would 
wish  and  would  take  care  to  bring  them  specially  to 
my  notice. 

21.910.  So  that  really  this  statement  in  para- 
graph 10  of  your  report  [sec  Appendix  No.  34]  should 
read  that  on  questions  of  principle  upon  which  you 
have  been  informed  by  the  Surveyor,  you  go  into 
them  personally.  That  is  how  it  should  read,  is  it 
not? — I will  not  even  go  so  far  as  to  say  that  is  how 
it  should  read.  I will  say  that  you  are  correct  in  the 
way  you  put  it. 

21.911.  You  are  speaking  also  for  the  rest  of  the 
country? — With  the  help  of  my  colleagues  at  my 
back. 

21.912.  I understood  from  your  answer  to  Mr. 
McLintoc.k  that  you  regard  the  City  as  at  least  equal 
to  the  rest  of  the  country  in  the  efficiency  of  the 
Commissioners  and  the  care  they  take  over  their 
work  ? — Yes. 

21.913.  You  would  regard  them  as  rather  superior? 
— That  is  rather  an  invidious  question  to  ask. 

21.914.  I am  afraid  we  have  to  ask  such  questions 
sometimes? — I have  not  any  personal  knowledge 
of  the  way  that  all  the  divisions  throughout  the 
country  do  transact  their  business.  I only  know 
that  we  go  so  far  as  to  say  we  are  rather  proud  of 
the  way  that  we  do  our  work  in  the  City  and  we 
take  a certain  amount  of  pride  in  it. 

21.915.  Would  your  knowledge  extend  to  agreeing 
that  probably  in  90  per  cent,  of  the  divisions  through- 
out the  country  formal  submissions  to  the  Com- 
missioners are  not  made  on  forms  for  each  case, 
on  these  matters  of  Life  Assurance,  and  so  on? — I 
take  it  from  you  that  that  is  so. 

21.916.  And  there  is  no  reason  to  suppose  that  it 
does  not  work  very  successfully  throughout  the 
country — leaving  it  to  the  Surveyor.  The  only  know- 
ledge that  the  Commissioners  would  ever  have  of 
that,  I take  it,  would  be  when  they  signed  a final 
schedule  of  allowances.  The  Surveyor  would  issue 
the  order  of  discharge  to  the  Collector? — I will  take 
that  as  your  statement. 

21.917.  And  the  Commissioners  never  bother  their 
heads  about  these  formal  matters;  and  have  no 
reason  to  suppose  that  the  work  is  not  done  as  well? 
— No. 

21.918.  Then  I suggest  to  you  that  the  greater  part 
of  these  14,415  submissions  that  are  sent  in  to  you 
by  the  Surveyor  for  the  formal  signing  of  your 
sanction  to  the  allowance,  is  absolutely  wasted  work ; 
it  is  a clog  on  the  machine?— It  is  a check  and  it 
enables  me  to  get  into  communciation  with  my  own 
colleagues,  the  Assessors. 

21.919.  In  90  per  cent,  of  the  divisions  of  the 
country  this  so-called  check  does  not  exist;  the  work 
is  done  without  it.  The  Commissioners  frankly  leave 
the  Revenue  official  to  carry  out  adjustments  between 
himself  and  the  Collector,  and  they  do  not  bother 
themselves  about  it? — Very  good,  sir;  statutory  allow- 
ances and  kindred  subjects  like  that  have  to  go 
whether  the  Commissioners  agree  to  it  or  not. 

21.920.  I am  not  bothering  my  head  about  whether 
it  is  in  exact  accordance  with  the  law  now.  This  is 
on  the  practical  working  of  it.  I ask  you  as  to  the 
great  bulk  of  those  14,415  forms? — In  the  main, 
being  statutory  allowances,  they  go  without  question. 

21.921.  I will  conclude  that  part  of  the  subject  by 
asking  you  whether  you  do  not  think  you  might 
conform  to  the  standard  of  the  rest  of  the  country 
and  save  a lot  of  work?— No,  I do  not  think  so.  I 
think  we  could  well  relieve  the  Surveyors  of  it  if 
they  find  it  a trouble. 

21.922.  I am  not  suggesting  that  they  find  the  work 
that  they  do  throughout  the  country  a trouble ; 1 am 
suggesting  that  the  additional  work  you  require 
from  them  in  the  City  in  sending  you  a purely 
formal  document  is  an  unnecessary  part  of  the 
administration?— No.  I think  you ' will  find  that 
tbe  Commissioners  would  rather  set  store  by  that  • 
because  what  is  the  result?  How  am  I to  com- 


municate with  my  Assessor  if  I have  no  knowledge  as 
to  whether  a Surveyor  has  agreed  on  behalf  of  the 
Crown  to  certain  statutory  allowances? 

21.923.  You  mean,  how  are  you  going  to  issue  a 
notice  of  discharge  unless  you  know  the  particulars 
of  the  case?  Your  system,  I take  it,  differs  from  the 
great  majority  of  the  systems  throughout  the  country 
and  you  are  now  defending  your  system? — Certainly. 

21.924.  Is  your  suggestion  that  the  administration 
of  the  rest  of  the  country  ought  to  be  made  like 
yours? — I agree  so  far  as  to  say  that  the  beauty  of 
the  administration  is  that,  being  so  many  decen- 
tralized bodies,  each  body  will  take  the  administra- 
tion that  best  suits  that  locality. 

21.925.  You  think  that  there  is  room  for  variation 
on  this  point? — I dare  say.  I am  sure  it  acts  well 
in  the  City.  It  might  lead  to  all  sorts  of  things. 
It  would  put  the  Collector  in  a very  great  difficulty. 
It  is  quite  possible  that  they  would  not  receive  a 
notice  as  to  how  much  on  an  amended  demand  note 
ought  to  be  sent  to  the  taxpayer- 

21.926.  What  happens  in  the  other  districts  in  the 
country?  Does  not  the  Surveyor  issue  a discharge 
note  to  the  Collector? — If  he  does,  it  is  quite  wrong. 

21.927.  The  practice  throughout  the  country  is 
quite  wrong? — Certainly,  if  that  is  so. 

21.928.  Quite  wrong  in  law,  but  is  it  wrong  as  a 
business  proposition? — I think  as  a business  pro- 
position it  is  wrong. 

21.929.  As  a business  proposition  you  like  to  dupli- 
cate the  work ; let  the  Surveyor  do  it  and  then  you 
do  it  formally  again?— No,  there  is  no  duplication 
of  work. 


21.930.  There  is  no  duplication  of  the  work,  for  the 
Surveyor  to  have  to  write  the  thing  out  for  you 
specially  and  for  you  to  pass  it  as  a matter  of 
routine  ! It  takes  time  and  it  takes  trouble,  does  it 
not?  It  is  duplication  of  the  work  for  the  whole 
administrative  machine? — No,  I think  it  is  rather 
an  . important  part  of  the  administrative  machine. 
It  is  absolutely  bound  to  go  in  stages.  To  my  mind 
this  is  intimately  bound  up  with  the  principle  of  it. 
[ am  on  the  principle,  and  I am  here  to  stick  as  far 
as  I possibly  can  to  the  principle.  In  this  case  it 
would  be  the  Surveyor  of  Taxes  varying  the  Com- 
missioner’s assessments. 

21.931.  I will  ask  you  whether  as  a class  the  Com 
missioners  throughout  the  country  would  welcome  an 
extension  of  their  work  bv  considering  all  these 
cases  work  that  they  do  not  do  now?  Would  they 
welcome  that  as  a recognition  of  a principle?- I 
cannot  answer  for  them.  I say  it  is  essential. 

21.932.  But  the  other  Clerks  to  Commissioners 
throughout  the  country  have  not  so  far  discovered 
that  it  m essential? — I think  perhaps  one  of  the 
reasons  is  that  owing  to  lack  of  encouragement,  and 
certainly  lack  of  remuneration  in  country  districts, 
it  has  made  some  Clerks  to  Commissioners  and  their 
officials  glad  to  be  relieved  of  any  extra  responsi- 
bly * ’ ot"er  bodies  are  quite  willing  to  under- 

21.933.  In  the  City  of  London  you  have  referred  to 
you,  before  the  final  decision  is’  made  for  reduction 
ot  assessments,  certain  particulars?— Yes. 


Mil  ougnoui 
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the  country,  is  it?— I take  it  from  you. 

21  935.  Would  it  be  within  your  knowledge  that  the 
practice  throughout  the  country  is  for  the  Surveyor 
to  make  formal  statements  from  time  to  time  of  a 
arge  number  of  cases  of  appeal  that  have  been 
agreed?— I understand  from  my  friends  at  the  back 
that  they  do. 

21,936.  Which  are  passed  and  signed  by  the  Com- 
missioners as  a matter  of  routine?— Yes. 


21.937.  Do  you  suggest  that  the  more  cumbrous 
system  in  vogue  in  the  City  of  London  has  any  great 
advantages  to  the  Revenue  or  the  taxpayer?-  I do 
not  admit  it  is  a cumbrous  system  ; it  has  been  especi- 
ally provided  for  special  reasons. 

21.938.  Coming  now  to  Additional  Commissioners’ 
meetings,  about  which  we  have  heard  so  much  as  to 
the  extraordinary  expedition  with  which  the  work  is 
done;  the  practice,  T understand,  is  for  the  Surveyor 
to  be  there  with  the  Oommisioner  who  has  the  book, 
arid  for  the  particular  names  that  baye  been  extracted 
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to  be  read  out,  and  for  the  Surveyor  to  say:  “I 
think  that  should  be  increased  to  £1,000,”  or  what- 
ever the  facts  would  be? — Whatever  the  facts  may  be. 

21.939.  He  is  cross-examined  upon  them  and  a dis- 
closure is  made  of  the  facts  to  the  Commissioner  ? — 
Yes,  together  with  any  information  that  may  bear 
on  the  assessment  itself. 

21.940.  Is  the  Surveyor  required  to  bring  all  rele- 
vant documents  in  defence  of  his  view?— In  difficult 
cases  he  does;  I have  seen  them. 

21,941'.  You  dispose  of  these  cases,  at  the  rate  of  one 
a minute  with  the  Surveyor.  That  has  been  the 
arithmetical  calculation? — That  is  the  arithmetical 
calculation. 

21.942.  In  what  number  of  cases  would  the  Addi- 
tional Commissioners  either  put  the  Surveyor’s  figure 

Up or  the  Assessor’s,  whichever  you  think  filled  that 

column  up? — The  Assessor  has  filled  the  column  up. 

21.943.  In  how  many  cases  out  of  that  9,413  would 
the  Additional  Commissioners  vary  the  figure  P- 
Again  I cannot  give  you  an  estimate. 

21.944.  Shall  I give  you  one?— Certainly. 

21.945.  Would  you  think  that  50  would  cover  it 
easily?— Oh,  no;  as  a matter  of  fact  a month  ago  1 
think  we  varied  very  nearly  50  at  one  meeting. 

21.946.  Has  that  been  a sign  of  recent  activity  of 

the  Commissioners,  or  does  it  represent  a fair  aver- 
age?—Let  us  assume  that  at  some  meetings  there  are 
six  Commissioners.  Have  you  made  allowance  for 
that?  / 

21.947.  Four,  I think? — I said  there  were  six  Com- 
missioners at  some  meetings. 

21.948.  We  will  not  go  over  that  old  arithmetic. 

There  is  extraordinary  expedition ; we  have  elicited 
that?— Yes.  . 

21.949.  I only  wanted  to  know  on  this  point  whether 
that  extraordinary  expedition  was  secured  by  agreeing 
in  the  main  with  the  view  put  forward  by  the  Sur- 
veyor, without  discussion?— Put  forward  by  the  Addi- 
tional Commissioners’  own  official,  the  Assessor. 

21.950.  Then  you  have  the  Assessor  there  with  the 
Surveyor? — No;  he  used  to  come;  he  does  not  come 
now,  but  he  sees  the  Surveyor  first. 

21.951.  He  is  a more  important  official,  apparently, 
than  the  Surveyor? — He  is  the  Commissioners’  Asses- 
sor, and  he  has  been  through  these  particular  cases 
himself. 

21.952.  Why  do  you  dispense  with  the  knowledge 
that  can  be 'given  by  your  own  official,  and  have 
somebody  who  is  less  efficient  and  knows  less  about  it? 
—These  are  figures  of  the  Assessor  which  the  Assessor 
has  justified  to  the  Surveyor,  and  he  does  not  object 
to  them. 

21.953.  The  Surveyor  says  : “ The  Assessor  thinks 
£1,000,  and  I think  £1,000,”  and  the  Additional 
Commisioner  says  “ Right  ” and  passes  that?  Yes. 

21.954.  I suppose  it  is  the  unanimity  with  which  he 
gets  those  agreements  which  enables  him  to  get  along 
so  quickly? — Yes. 

21.955.  Will  you  tell  me  in  what  number  of  cases  in 
a year  the  Additional  Commissioners  will  vary  the 
figure  put  forward  by  the  Assessor  and  agreed  by  the 
Surveyor? — I could  not  say. 

21.956.  I suggest  to  you  that  up  till  quite  recently 

at  any  rate  50  would  cover  it  easily?— It  does  not 
approach  it.  T 

21.957.  Could  you  give  us  statistics  of  that ? I 
could  go  through  all  the  books  that  up  to  the  present 
, have  been  passed  this  year,  if  you  like.  It  will  take 

some  time,  but  it  would  be  a very  great  many  more 
than  50. 

21.958.  I want  to  know  the  variations  made  at  the 
meetings,  not  all  the  variations  that  have  been  made 
in  the  column,  but  at  the  20  meetings;  I suggested  oU 
was  the  total  number?— Two  a meeting— never. 

21.959.  Can  you  give  us  the  figures?— No,  I am 
afraid  I cannot.  I approach  that  with  doubt;  l am 
not  a good  mathematician. 

21.960.  We  have  had  Uio  method  of  procedure  in 
tlie  City.  Now  will  you  tell  us  whether  the  procedure 
in  making  assessments  is  more  thorough  or  less 
thorough  in  the  provinces?— I have  never  been  to  an 
Additional  Commissioners’  meeting  in  the  provinces. 


I want  you  to  appreciate  the  difficulty  that  we  are 
rather  up  against,  and  that  is  that  we  are  725  bodies, 
each  one  doing  its  job  in  the  way  that  they  think 
especially  adaptable  to  their  particular  locality. 

21.961.  Chairman:  I quite  understand ; if  you  can- 
not answer,  if  the  information  is  not  in  your  posses- 
sion, just  say  so,  and  that  will  be  quite  sufficient. 

21.962.  Mr.  May : But  it  must  be  remembered  that 
at  the  beginning  my  lord,  the  witness  impressed  upon 
us  that  he  represented  the  725  bodies,  and  spoke  for 
them.  If  he  cannot  give  the  information  there  ought 
to  be  some  way  of  getting  it,  because  it  seems  to  me 
that  all  the  information  we  are  getting  is  about  the 
City  of  London. 

21 963.  Chairman : I do  not  know  that  he  quite 
meant  that,  did  he?  He  said  726,  I think,  had 
approved. 

21.964.  Mr.  May : And  he  spoke  for  the  whole  of 
them?— I will  say  it  again,  if  I may.  I say  that  my 
proof  has  been  sent  to  every  individual,  and  it  has 
been  passed  and  approved  by  the  executive. 

21.965.  Chairman:  Did  you  say  you  represent 

them?— I represent  them  on  the  question  of  principle. 

21.966.  Mr.  Marks  : And  within  the  limits  of  the 
witness’  proof,  my  lord.— I cannot  possibly  enter  into 
the  details  of  some  body  up  in  Northumberland  as  to 
how  the  business  of  that  particular  meeting  is  carried 
on.  I come  here  rather  to  support,  as  far  as  I possibly 
can,  what  I consider  a very  important  principle. 

21.967.  Chairman:  If  you  say  you  cannot  answer, 
that  will  be  sufficient. 

21.968.  i hr.  Stamp : I only  want  to  elicit  from  you. 
if  it  is  within  your  knowledge,  or  to  the  extent  to 
which  it  is  within  your  knowledge,  whether  the  pro- 
cedure in  the  provinces  is  on  the  whole  more  thorough 
or  less  thorough  than  in  the  City  of  London?  It  is 
not  within  my  knowledge. 

21.969.  Would  this  be  within  your  knowledge:  that 
in  90  per  cent,  of  the  divisions  there  is  no  such  formal 
consideration  of  cases  extracted  in  the  assessment  at 
all? — It  is  not  in  my  knowledge,  and  I should  say,  if 
I were  asked  that  it  is  not  so.  I know  of  many  cases 
in  the  country  where  they  take  very  great  trouble 
over  the  assessments.  1 happen  to  know  a few  cases, 
but  as  to  the  majority  of  the  725  bodies,  I am  not  able 
to  say. 

21.970.  Would  it  be  within  your  knowledge  that  in 
quite  a number  of  cases  the  requirements  of  the  law 
and  efficient  administration  are  considered  to  lie 
sufficiently  complied  with  if  the  Clerk  to  the  Commis- 
sioners goes  over  the  figures  put  in  by  the  Surveyor 
in  the  Additional  Commissioners’  column,  and  then 
the  Additional  Commissioners  are  brought  in  to  sign 
the  assessment  ; and  the  Clerk  to  the  Commissioners 
is  mortally,  offended  if  they  wish  to  know  any  of  the 
details? — Personally,  I should  be  astonished  if  that 
was  so,  and  I should  say  that  if  it  is  so,  there  is  more 
than  ever  a necessity  for  a joint  central  committee. 

21.971.  You  would  regard  the  Commissioners  of  the 
City  of  London  as  the  best  type  of  Commissioners  for 
the  work  ? — Yes. 

21.972.  And  therefore  we  may  take  it  that  they 
represent  the  high  water  mark  of  administration  by 
the  Commissioners'?- — In  London.  I am  talking  about 
London,  and  I should  say  that  it  is  done  in  as  good 
a way  as  possible;  I am  speaking  of  London  generally. 

21.973.  You  would  agree  that  the  actual  intricacy 

of  the  Income  Tax  and  the  adjustment  of  all  the 
different  appeals  falls  in  the  main  upon  the  Revenue 
officials,  and  that  the  District  Commissioners  know 
very  little  about  what  is  going  on  ? — I should  say  abso- 
lutely not that  that  is  not  the  fact.  I should  say 

this.  I have  read  the  evidence  upon  the  administra- 
tion since  the  Commission  sat.  and  I have  seen  no- 
thing that  has  been  alleged  that  the  Surveyor  does 
which  he  should  not  do  and  ought  not  to  do  under  the 
Act.  All  his  duty  that  ho  is  endeavouring  to  carry 
out  very  competently  is  to<  try  and  arrange  the  figure 
—cash  if  you  like— and  that  is  the  important  object, 
and  in  everything  that  he  does  you  will  find  that  is 
the  main  object.  When  that  is  the  main  object  it  is 
right  that  the  Surveyor  should  have  every  facility. 

*21,974.  Then  you  do  not  agree  that  the  bulk  of  the 
real  work  of  the  tax  administration  falls  upon  the 
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Revenue  officials? — I say  that  they  have  a very  great 
deal  of  work  to  do.  1 go  so  far  as  to  say  that  the 
Surveyor  is  indispensable.  1 should  say  he  is 
absolutely  indispensable  to  the  Commissioners  of 
Taxes. 

21.975.  As  well  as  the  Assessor? — To  the  Assessor 
and  to  the  Revenue  and  to  everybody  he  is  indispens- 
able,  just  as  the  Commissioners  are  absolutely  in- 
dispensable to  the  Surveyors  of  Taxes.  One  is  abso- 
lutely connected  with  the  other,  and.  it  is  our  great 
desire  that  there  should  be  close  collaboration,  and 
that  they  may  get  even  closer  together.  But  each  in 
his  own  distinctive  sphere  is  indispensable,  one  as 
supervising  and  the  other  as  administrative. 

21.976.  We  will  suppose  a district  in  which  the  only 
thing  that  the  Commissioners  know  about  the  work  is 
that  they  sign  the  book  when  the  assessments  have 
been  entered  and  they  hear  perhaps  half  a dozen 
appeals,  and  everything  else  in  connection  with  the 
administration  of  taxes  and  the  collection  of  them 
in  that  district  is  outside  their  knowledge.  Would 
you  say  they  are  indispensable  in  that  case?— I should 
say  they  were  indispensable,  but  I should  also  say  that 
they  should  certainly,  with  a little  encouragement, 
and  probably  extra  remuneration  be  levelled  up. 

21.977.  I am  talking  about  the  Commissioners? 

I am  talking  about  the  Commissioners,  and  their 
Assessors,  in  the  performance  of  their  duties 
generally. 

21.978.  I am  not  talking  about  the  Assessors  now ; 

I am  talking  about  District  Commissioners.  You  say 
they  are  indispensable  to  the  Surveyors? Yes. 

. 21,979.  I suggest  to  you  that  the  indispensability 
is  limited  to  the  hearing  of  a few  appeals? — When  I 
say  the  Commissioners  are  indispensable  to  the  Sur- 
veyors, I mean  particularly  the  administrative  staff 
of  the  Commissioners ; that  is  the  Commissioners’ 
Clerks;  the  Commissioners  and  their  officers,  and 
especially  the  Assessors  and  the  Collectors. 

21.980.  Do  you  think  it  would  be  the  general 
opinion  of  the  Surveyors  that  the  Assessors  were  in- 
dispensable to  them?— I do  not  know  that,  but  I am 
quite  sure  it  would  be  the  general  opinion  of  the  tax- 
payer. It  would  in  the  City.  I can  only  speak  for 
the  City. 

21.981.  I am  speaking  of  the  provinces.  In  para- 
graph 12,  sub-paragraph  IV.,  under  the  heading 

Administration,”  you  say:  “The  taxpayer  can 

obtain  on  the  spot  assistance  and  explanation  of  any 
difficulty  that  arises.”  Do  you  claim  that  the  great 
bulk  of  the  assistance  and  explanation  is  -given  by  the 
Local  Commissioners’  officials? — In  the  City,  yes. 

21.982.  Do  yon  claim  that  is  the  position  that  all 

the  Clerks  to  the  Commissioners  have  accepted? 

Yes. 

21.983.  You  are  speaking  of  them,  and  you  claim 

that  that  is  true  of  the  country  generally? Yes. 

21.984.  You  are  aware,  of  course,  that  the  great 
bulk  of  the  Assessors,  as  we  have  already  said,  are 
not  particularly  well  educated  men,  and  certainly 
have  never  passed  any  test  in  Income  Tax  adminis- 
tration or  law,  and  yet  you  think  as  a matter  Of  fact 
they  are  giving  the  bulk  of  the  advice  of  the  coun- 
try?— If  it  is  alleged  that  they  are  not  efficient,  Bteps 
should  be  taken  to  make  them  efficient. 

21.985.  I am  only  on  the  facts  now? — That  iB  not 
a reason,  Avith  submission,  for  altering  the  basis  of 
the  Income  Tax. 

21.986.  I am  not  suggesting  it  is,  for  a minute.  I 
am  only  asking  you  what  is  the  position  to-day.  Is 
it  a fact  that  this  body  of  Assessors,  numbering 
7,000  or  8,000  I presume,  Avith  their  training  an’d 
experience — and  a very  large  number  of  them  farm- 
ers—are-  giving  the  bulk  of  the  advice  to  the  tax- 
payers in  this  country? — Yes,  I should  say  so. 

21.987.  Do  you  know  that  that  conflicts  with  the 
evidence  of  the  Chief  Inspector  of  Taxes,  Sir  Thomas 
Collins? — It  may  be  so. 

21.988.  Would  you  definitely  challenge  his  opinion 
and  statement? — I have  not  got  his  evidence  in  front 
of  me. 


21.989.  You  have  read  his  evidence? — 1 have  read 
his  evidence,  but  i cannot  remember  the  particular 
matters. 

21.990.  He  gave  the  Commission  clearly  to  under- 
stand that  the  bulk  of  the  explanatory  Avork  and  the 
advice  that  a taxpayer  requires  is  got  from  the 
Revenue  officer,  from  the  Surveyor  of  taxes,  and  not 
from  the  Assessor  Speaking  from  my  experience 
1 should  say  that  that  was  not  so.  I say  that 
naturally  both  sides  have  a great  deal  to  do  with 
that.  What  we  find  is  that  the  Assessor  may  not  be 
an  expert,  but  the  taxpayer  feels  that  he  is  his 
friend.  It  is  very  probable  that  50  per  cent,  of  the 
taxpayers  that  have  gone  ultimately  to  the  Surveyor, 
have  been  in  some  way  or  other  through  the  Assessor 
even  thdugh  he  is  a farmer;  it  may  be  that  he  may 
have  done  it  Avalking  out  on  a Sunday  morning. 

21.991.  You  think  they  have  more  confidence  in  a 
man  they  knoiv.  That  is  your  meaning? — Yes;  they 
are  very  much  more  approachable. 

21.992.  I had  a letter  last  night  from  a lady  in 
Devonshire,  in  which  she  objected  to  filling  up  a 
certain  repayment  form  for  claiming  back  the  tax  on 
a dividend,  because  she  said  it  would  have  to  go  to 
Mr.  So-and-so,  who  is  a small  shopkeeper  in  the  town, 
and  she  did  ndt  like  it.  She  said  if  it  had  to  go  to 
the  Surveyor  in  the  neighbouring  toAvn,  she  should 
be  happy  about  it.  That  seems  to  convey  a different 
impression  from  the  ohe  you  are  giving  Us? — You  are 
quoting  a repayment  claim  that  would  go  to  the  Sur- 
A'eyor,  are  you  not? 

21.993.  I hope  to  be  able  to  write  to  her  and  say  1 
could  allay  her  anxiety  because  it  would  have  to  go 
to  the  Surveyor? — They  do,  in  fact. 

21.994.  Your  point  is  that  the  average  taxpayer 
is  delighted  if  he  can  get  the  advice  of  the  Assessor, 
and  he  prefers  that  to  the  advice  of  the  Surveyor? — 
Yes. 

21.995.  I suggest  to  you  that  in  the  majority  of 
cases  the  reverse  is  the  case? — No.  Before  I leave 
that,  I do  not  know  Avhether  I am  in  order,  my  lord, 
but  I might  put  to  Dr.  Stamp  an  alternative  propo- 
sition that  has  just  occurred  to  me,  on  Assessors. 

21.996.  Chairman : Would  you  rather  do  that  at 
the  end  of  your  examination? — I thought  avo  Avere 
just  going  to  leave  the  question  of  Assessors,  and  1 
was  going  to  suggest  an  alternative  proposition;  but 
it  is  as  you  think  best. 

21.997.  Dr.  Stamp : I am  going  on  to  the  recom- 
mendations no fw. 

21.998.  Chairtlian:  Put  it  in  uoav. — I was  only 
quite  shortly  going  to  suggest  this : the  Surveyors 
of  Taxes  are  the  Assessors  for  Schedule  A.  The 
rating  authorities  do  all  the  Avork.  Supposing  it  was 
suggested  by  the  rating  authorities  that  they  should 
approach  the  Surveyor  of  Taxes  and  say:  “well, 
look  here,  we  know  you  have  poAvers  of  being  present, 
and  that  sort  of  thing,  but  in  fact  we  do  all  the 
Avork,  and  you  copy  these  figures  into  your  assess- 
ment; we  consider  that  we  do  the  Schedule  A assess- 
ment, and  you  are  nobody.”  The  Surveyor  Avould 
naturally  say:  “ Oh,  no,  not  at  all;  Ave  are  "there  to 
protect  the  interests  of  the  Croivn.”  Very  well,  Ave 
say  that  the  Assessor  is  there  to  protect  the  interests 
of  the  taxpayer. 

21.999.  That  is  Avhat  you  Avanted  to  put? — Yes, 
that  is  all.  I just  Avanted  to  mention  that. 

22.000.  Dr.  Stamp:  Were  you  referring  there  to 
the  provinces? — I think  I Avas.  I was  referriUg  xhore 
particularly  to  the  City,  but  I made  inquiries  abdiit 
the  provinces,  and  I found  that  as  a fact  the  assess- 
ments made  by  the  rating  authorities  there  fire 
adopted  by  the  Surveyors. 

22.001.  If  I might  make  the  statement,  that  is 
absolutely  Wrong.  I suggest  to  you  that  the  Sur- 
veyor is  not  the  Assessor  for  Schedule  A in  the  year 
of  re-assessment,  which  is  the  only  year  that  Ave  heed 
bother  about ; and  I suggest  to  you  that  although  he 
has  the  Poor  Rate  book  upon  Avhich  to  go  as  a ground 
plan,  he  is  at  liberty  to  ignore  every  rating,  and  he 
does  in  fact  make  absolutely  neAv  assessments ; and  I 
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ask.  you  whether  it  is  within  your  knowledge  that  in 
the  vast  majority  of  Unions,  the  Guardians  are  only 
too  glad  to  ask  the  Surveyor  to  supply  them,  or  his 
clerk  in  his  spare  time,  with  a copy  of  his  assess- 
ments, in  order  that  they  may  put  their  valuations 

right  Y I can  only  speak,  at  the  present  moment, 

for  the  City.  I was  only  throwing  it  out  as  a sug- 
gestion. 

22.002.  I suggest  to  you  that  your  suggestion  is 
based  on  insufficient  knowledge  of  the  facts  t — Not  of 
the  City. 

22.003.  The  City  is  governed  by  the  Metropolitan 
Valuation  Act? — lea,  the  Metropolitan  Valuation 
Act,  1869.  1 should  prefer  to  coniine  it  to  the  City. 

22.004.  In  paragraph  17  of  your  evidence-in-chief 

Recommendation  (A)  you  say:  In  view  of  the 

present-day  importance  of  the  Income  Tax.  . . . 

and  its  large  contribution  towards  the  revenue  of  the 
country,  it  i6  considered  that,  where  possible  and 
advisable,  appointments  by  the  Local  Commissioners 
of  whole-time  officials  should  be  made.  This  result 
could  be  effected  either  by:  (a)  appointment  of 
whole-time  officials,  with  adequate  remuneration,  on 
the  retirement  of  a present  official,  or  (b)  gradual 
redistribution  of  areas,  with  compensation.’'  That 
is  a suggestion  that  appeals  to  me  as  a very  sensible 
and  businesslike  one,  if  I may  say  so,  and  one  with 
which  I have  a lot  of  sympathy.  \ou  have  the  theory 
that  the  local  Assessor  is  extraordinarily  useful  by 
reason  of  his  intimate  local  knowledge  ?— Yes. 

22.005.  Will  it  not  be  difficult  in  practice  to  recon- 
cile the  whole-time  official  in  a rural  area — who,  to 
make  it  worth  his  while  to  give  his  whole  time,  must 
have  a very  large  area  indeed — with  that  intimate 
local  knowledge  ? — Quite  right. 

22.006.  1 am  torn  between  the  two  extremes,  and  I 
want  you  to  help  me  out? — Yes;  you  have  hit  the 
l>oint  on  the  head  at  once.  I was  going  to  qualify 
the  suggestion  of  the  whole-time  official.  My  proof 
has  been  circulated  among  all  Clerks  to  Commis- 
sioners, and  it  is  all  agreed  to  in  substance.  Of 
course,  naturally,  there  are  certain  Clerks  in  country 
districts  who  rather  deprecate  the  question  of  whole- 
cime  appointments  on  the  ground  that  for  small  areas 
there  would  not  be  enough  work,  and  if  you  distribute 
scattered  areas  to  make  whole-time  employment  the 
districts  will  be  so  large  that  all  the  advantages  of 
the  local  knowledge  of  the  Assessor  might  be  lost.  I 
want  to  call  attention  to  that  criticism,  although  it  is 
probably  covered  by  the  words  in  my  proof  “ where 
possible  and  advisable.”  I think  in  a great  many 
districts  it  might  be  done. 

22.007.  We  have  to  go  further  in  that  direction?— 
We  have  to  go  further  in  that  direction.  We  come 
here  very  anxious  to  be  able  to  get  into  closer 
collaboration  with  the  Inland  Revenue,  because  we  do 
recognize  the  difficulties  of  the  Inland  Revenue. 

22,00S.  It  is  because  of  the  complexity  of  the  tax 
that  you  really  want  an  expert  on  it — a man  who  can 
give  his  whole  time  to  it?— I think  you  do;  from  the 
point  of  view  of  the  Inland  Revenue  it  is  essential  to 
have  an  expert.  But  I think,  from  the  administra- 
te point  of  view,  it  is  not  anything  like  so  necessary. 
All  you  have  to  do  is  to  have  a man  that  you  can  go 
to  when  your  back  is  up  against  the  wall,  or  when  you 
think  it  is  up  against  the  wall.  You  just  want  the 
protection  of  the  appeals  and  the  local  Assessors.  I 
would  suggest  that  there  are  five  million  small  tax- 
payers, probably  men  who  will  not  have  the  great 
advantage  of  accountants  to  do  their  accounts.  It  is 
more  particularly  the  small  taxpayer  that  we  want  to 
stand  up  for,  if  necessary ; and  it  does  not  requ’re 
expert  knowledge  to  do  that. 

22.009.  If  this  local  knowledge  on  the  part  of  the 
Assessor,  and  the  goodwill  that  exists  between  him 
and  the  taxpayer  seeking  for  guidance  and  informa- 
tion, is  such  an  important  feature,  it  does  tend  to  be 
lost  if  you  have  whole-time  men  with  large  areas.  I 
think  so.  I have  suggested  that  that  might  be  so. 
But  I think  we  might  go  a long  way  towards  it.  I 
think  you  would  agree  with  me  there,  perhaps. 

22.010.  I appreciate  the  point  of  local  knowledge, 
particularly  in  large  rural  areas,  but  I am  not  so  sure 


that  1 appreciate  the  advantages  that  the  taxpayer 
feels  in  the  goodwill  of  somebody  local.  I am  quite 
sure  that  1 agree  with  the  lady  who  wrote  to  me  that 
she  would  rather  go  to  the  burveyor? — I would  sug- 
gest that  the  people  who  are  satisfied  are  the  people 
that  you  do  not  hear  from.  It  is  only  the  dissatished 
that  you  hear  from,  and  I think  it  is  a most  extra- 
ordinary thing  that  these  letters  that  one  receives  are 
so  comparatively  few. 

22.011.  I think  there  is  a good  deal  in  that. — In 
your  particular  case,  I take  it,  the  lady  had  got  the 
choice,  and  she  took  the  Surveyor  of  Taxes. 

22.012.  It  rather  struck  me  she  hesitated  to  reveal 
her  own  affairs  to  a rather  intimate  acquaintance  in 
the  district? — I think  that  is  natural. 


22.013.  Quite  an  analogous  point  is  in  your  sugges- 
tion (E),  which  is  one  of  the  most  important  things 
that  the  Commission  have  before  them.  That  is, 
your  suggestion  that  the  Super-tax  should  be  thrown 
into  the  general  Income  Tax? — Yes. 

22.014.  Do  you  think  that  the  Super-tax  payer  will 
welcome  having  to  make  his  total  income  return  to 
the  District  Commissioners? — I do  not  think  that  he 
will  look  upon  it  very  adversely;  I do  not  think  he 
would  be  very  adverse  to  it.  He  would  have  the 
option,  you  must  remember,  of  going  to  the  Special 
Commissioners,  if  he  wanted  to,  and  he  can  send  it 
either  from  his  business  premises  or  from  his  resi- 
dence. In  the  hope  that  it  might  help  the  Commis- 
sion, I have  got  out  an  assessment  form  with  it  all 
drawn  out,  to  see  how  easily  it  can  be  done. 

-22,015.  1 have  no  doubt  that  on  the  administrative 
side  it  could  be  done;  I am  not  on  the  question  of 
how  easily  it  might  be  done. 

22,016.  Chairman:  Will  you  put  that  in? — Perhaps 
you  would  like  just  to  look  at  it. 


22,017.  Nr.  Stamp:  I would  not  question  the  ease 
with  which  you  may  cope  with  it  in  practice.  I am 
only  speaking  now  of  whether  it  would  be  a welcome 
change  to  the  taxpayers? — Yes. 

22018.  At  any  rate,  we  understand  that  the  Inland 
Revenue  think  that  the  present  system  is  rather  more 
in  accordance  with  the  wishes  of  the  Super-tax  payers 
themselves? — Of  course,  nobody  could  be  in  the  posi- 
tion of  saying  that,  because  the  other  has  not  been 
tried  yet.  I mean,  they  have  not  had  the  choice; 
they  have  only  had  a choice,  if  I may  say  so,  of  one 
evil  at  present.  I do  know  that  most  people  object  to 
making  two  returns.  I have  the  case  of  a taxpayer 
who  comes  to  my  Assessor’s  office  and  tosses  down  a 
cheque  to  the  Collector,  whom  he  knows  very  well, 
and  says:  “ here  you  are;  here  axe  my  payments  for 
the  whole  of  my  taxes,  including  Super-tax  and 
Excess  Profits  Duty  ” ; and  the  Assessor  has  to  sort 
them  out. 

22019.  Chairman:  This  examination  has  naturally 
been  very  stringent;  I was  wondering  whether  the 
propositions  which  I have  just  scribbled  down  here 
are  the  points  that  we  want  to  elucidate  as  regards 
the  position  of  the  Clerks  to  the  Commissioners: 
“ whether  the  office  of  the  Clerks  to  the  Commissioners 
is  useful  to  the  taxpayer;  whether  it  is  superfluous; 
whether  the  work  done  is  efficient ; whether  the  results 
are  worth  the  cost  of  administration;  whether  this 
acts  as  a safeguard  to  the  taxpayer  against  the 
Government  authorities”?  Now,  those  are  the 
points  that  have  been  in  my  mind,  and  the  cross- 
examination  which  you  have  been  undergoing  really 
bears  upon  them? — Yes,  my  lord. 

-22  020.  Mrs.  Knowles : You  say  that  the  Com- 
missioners are  representative  of  the  taxpayers?— Yes. 


2.021.  As  a representative  body,  who  elects  them, 

f you  look  at  my  report,  you  will  see  how  the  City 
London  representatives  are  elected.  They  are 
■ted,  seven  by  the  Land  Tax  Commissioners 

2.022.  Then  do  the  Land  Tax  Commissioners  repre- 
t the  taxpayers? — I should  say  so. 

(2023.  You  mean  it  is  a little  narrow  inner  circle 
Land  Tax  Commissioners  who  elect  this  body,  who 
the  backbone  of  the  public  defence?— I submit 
i,t  it  is  not  a narrow  circle  of  Land  Tax  Com- 
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22.024.  Y ou  say  seven  Land  Tax  Commissioners? — 
But  the  Land  Tax  Commissioners  comprise  practically 
all  Justices  of  the  Peace  and  anybody  who  likes  to 
have  his  name  in  the  Name  Act,  without  qualification 
now.  So  it  is  very  representative  of  the  country. 
The  men  who,  in  the  first  place,  are  elected  to  the 
General  Commissioners  Board,  are  seven  in  number. 

22.025.  What  chance  have  they  of  being  elected  ? 
Are  they  told  that  there  is  an  election  going  on,  and 
that  they  can  take  part  in  it? — They  get  notice  of  it. 

22.026.  And  they  are  able  to  'inform  their  seven, 
and  the  seven  act  according  to  their  votes? — Yes. 

22.027.  Then,  having  been  elected,  how  do  these 
Commissioners  appoint  their  Clerk?  lie  is  a paid 
official  ? — Yes. 

22.028.  How  do  they  appoint  him ; is  it  for 
knowledge? — Yes,  I should  say  knowledge,  certainly. 

22.029.  What  test  do  they  make  of  that  knowledge  ? 
Is  there  any  examination? — There  is  no  examination. 

22,030-  Is  it  patronage? — Oh,  no. 

"22,031.  Is  it  hereditary  ?— No. 

22.032.  And  could  no  son  follow  his  father  in  this 
business? — I should  say  that  probably  sometimes  it 
would  be  so. 

22.033.  In  which  case  it  is  hereditary,  is  it  not? — 
In  my  case,  I followed  my  father. 

22.034.  I did  not  know  that;  I am  sorry.-  But  I 
refuse  to  admit  that  I am  not  competent. 

22.035.  Then  of  course  there  would  be  a predisposi- 
tion to  choose  the  last  Clerk’s  son,  if  the  last  Clerk 
was  a nice  man,  and  he  had  a nice  son.  Is  not  that 
so? — Not  necessarily. 

22.036.  There  is  no  test  of  knowledge,  except  that 
the  Commissioners  might  know  that  this  man  had  a 
nice  son? — Oh,  no.  The  one  who  probably  is  elected 
is  the  one  who  has  been  in  the  office  for  a very  long 
time,  and  is  more  or  less  steeped  in  Income  Tax. 
Take  my  own  case.  I started  at  30s.  a week,  in  the 
year  1893,  I think  it  was,  and  I worked  steadily  up 
for  25  years  under  my  father. 

22.037.  Then  there  is  a regular  promotion,  is  there? 
— There  was  in  my  case. 

22.038.  Does  that  promotion  go  further  down;  I 
mean,  will  your  Collectors  rise  to  be  Assessors,  and 

your  Assessors  rise  to  be  Clerks  to  Commissioners? 

The  Assessors  and  the  Collectors  are  generally  the 
same  person  ; it  is  more  economical. 

22.039.  Then  your  Assessor  or  Collector  might  rise 
to  be  a Clerk? — Certainly. 

22.040.  There  is  a by-law  in  the  City  of  London,  I 
was  told,  that  no  second  in  command  can  be  appointed 
to  the  office  of  Assessor  or  Collector  in  the  event  of 
anything  happening  to  the  acting  Assessor;  and  in 
consequence  of  such  a by-law,  the  clerk  to  an  Assessor 
is  debarred  from  getting  such  a position,  notwith- 
standing his  years  of  service  and  his  knowledge  of  the 
work.  Is  that  true? — We  have  appointed,  subject  to 
the  Revenue,  a Surveyor’s  clerk  to  a position  as 
Assessor. 

22.041.  This  point  has  been  raised  : that  no  second 
in  command  can  be  appointed  to  the  office  of  an 
Assessor  and  Collector,  in  the  event  of  anything 
happening  to  the  acting  Assessor?^He  could  be. 

22.042.  Is  he? — I do  not  think,  as  a fact,  he  is. 

22.043.  I am  told  that  there  is  a by-law  actually 
preventing  it.  Is  there  such  a by-law?— I do  not 
think  there  is  a by-law ; there  is  the  discretion  of  the 
Commissioners  and  I think  there  is  some  substance  in 
what  you  say  there.  I think  the  Commissioners  are 
anxious  that  the  appointments,  in  the  City  particu- 
larly, should  not  go  from  one  Assessor  to  the'Assessor’s 
clerk,  and  from  the  Assessor’s  clerk,  when  he  becomes 
Assessor,  to  his  clerk,  and  so  on.  I think  they  are 
anxious  to  be  able  to  retain  a free  hand. 

22.044.  Mr.  May.  But  they  do  not  object  to  father 
and  son? — I do  not  know  whether  they  do  or  not. 
They  did  not  object  to  me. 

22.045.  I am  not  making  that  remark  personally. 


22.046.  Mrs.  Knowles : There  is  no  test  of  know- 
ledge in  appointing  a Clerk.  There  is,  I suppose, 
no  test  of  knowledge  in  appointing  a Collector  or 
Assessor? — Except  general  ability  and  knowledge  of 
accounts. 

22.047.  Who  decides  that  ability- and  knowledge? — 
The  Commissioners. 

22.048.  The  Commissioners,  who  themselves  have 
little  knowledge  of  Income  Tax  law,  mostly? — I do 
not  think  it  would  be  absolutely  necessary.  They 
nominate;  they  come  before  the  Commissioners  with 
the  highest  testimonials. 

22.049.  Would  you  approve  of  there  being  an 
examination,  somewhat  similar  to  a civil  service 
examination,  to  ensure  efficiency? — 1 think  from  our 
point  of  view  that  is  quite  unnecessary.  I am  talking 
about  the  Collectors.  The  person  that  must  have  the 
expert  knowledge  is  the  Inland  Revenue  official. 
Owing  to  the  complexity  of  the  Acts  now,  he  must 
have  expert  knowledge;  he  deals  with  very  complex 
matters  and  accounts,  and  it  is  absolutely  necessary 
for  him  to  be  an  expert  accountant. 

22.050.  Then  on  your  side  it  is  a body  of  mere 
amateurs  appointed  to  safeguard  the  taxpayer  by  the 
Land  Tax  Commissioners? — Not  appointed  by  the 
Land  Tax  Commissioners  necessarily.  So  far  as  the 
City  is  concerned,  they  are  elected  by  the  Land  Tax 
Commissioners,  the  Bank  of  England,  the  Royal  Ex- 
change, the  London  Assurance,  the  l’ort  of  London 
Authority  and  the  Corporation  of  London.  Those 
are  the  people  who  elect  the  General  Commissioners. 

22.051.  Then  the  Collector  once  elected  or 

appointed ? — He  is  appointed  for  one  year. 

22.052.  But  with  no  chance,  1 understand  you  to 
say,  of  promotion  to  anything  very  much  higher. 
There  is  nothing  therefore  to  ensure  his  devotion  to 
the  service.  He  is  an  annual  person  and  without 
promotion.  Is  that  so? — By  “ promotion  ” you  mean 
an  increase  of  salary? 

22.053.  I think  he  might  rise  to  be  a Clerk  to  the 
Commissioners? — Yes,  there  is  no  reason  why  he 
should  not. 

22.054.  Because  there  is  no  qualification  for  a Clerk 
to  the  Commissioners  there  is  no  reason  why  an 
Assessor  should  not  rise  to  that? — I have  never  heard 
of  a case  in  the  City. 

22.055.  You  do  appear  to  have  this  short-circuiting? 

It  is  not  meant  to  be  short-circuiting.  I think  the 

Commissioners  simply  desire  to  have  a free  hand  to 
elect  really,  on  sufficient  testimonials,  the  best  man 
for  the  job. 

22,05.6.  But  they  do  not  apparently,  according  to 
this  by-law,  have  a free  hand  because  they  are  not 
allowed  to  appoint  the  second  in  command  even  if  he 
is  the  best  man  for  the  job,  because  the  by-law 
prevents  it.  It  says:  “no  second  in  command  can 
be  appointed  to  the  office  of  Assessor  or  Collector.” 
Then  you  do  not  have  a free  hand? — We  appointed 
one  the  other  day,  and  I am  very  glad  that  technically 
“ he  ” was  a lady. 

22.057.  What  qualification  had  the  lady  got?- — She 
had  the  qualification  of  knowing  as  much  about 
Income  Tax  law  as  probably  anybody  in  the  City 
of  London. 

22.058.  She  had  been  a Collector  or  Assessor,  had 
she?  No;  she  had  been  an  Assessor’s  clerk. 

22.059.  There  would  be  a saving  if  you  wore 
abolished.  1 mean  a saving  in  the  actual  administra- 
tive expenditure.  You  would  abolish  725  Clerks  and 
their  salaries,  would  you  not? — I should  say  there 
would  be  no  saving  in  expenditure. 

22.060.  Who  pays  the  Clerks? — The  Inland  Revenue 

pay- 

22.061.  They  therefore  are  officials  in  that  they  are 
paid  by  the  Government? — Yes. 

22.062.  And  the  administration,  therefore,  would 
save  725  Clerks’  money,  would  they  not? — Who  is 
going  to  take  their  place? 
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22,063.  The  Surveyor? — Then  who  is  going  to  take 
the  Surveyor’s  duties  at  the  present  time?  There 
must  be  725  other  appointments;  and  my  opinion  is 
that  probably  it  would  result  in  more  expense  still. 

I should  like  to  put  on  record  that  I think— and  I 
think  the  majority  of  members  will  agree — that  the 
local  administration  is  about  the  cheapest  of  its  kind 
in  England. 

22  004-  Have  you  any  idea  as  to  what  that  local 
administration  costs  for  the  whole  of  England  for 
this  branch? — A previous  witness  said  that  the  cost 
of  the  administration  throughout  the  Kingdom  (I 
am  speaking  subject  to  correction)  was  one  per  cent, 
of  the  collection.  Assuming  that  £300,000,000  or 
thereabouts  is  collected  to  Income  Tax,  that  would 
mean  £3,000,000  a year  is  spent  on  the  administra- 
tion for  Income  Tax  purposes.  I find  from  the  Blue 
Books  that  the  local  administration  accounts  for 
about  £700,000  a year  (I  am  again  speaking  subject 
to  correction),  with  the  result  that  the  balance, 
£2,300,000  a year,  is  paid  to  the  Inland  Revenue 
people  in  order  to  see  that  we  do  our  job. 

22.065.  I suppose  you  have  offices? — Yes. 

22.066.  Then,  of  course,  there  would  be  a saving 
of  rent,  and. there  would  be  a saving  of  light,  firing 
and  stationery  ? — We  pay  for  our  own  office,  lighting 
and  firing. 

22.067.  Who  pays  for  it?  Where  does  it  come 
from? — It  is  in  the  inclusive  salary,  which  is  very 
inadequate. 

22.068.  Do  you  not  think  the  historical  reason  for 
your  existence  is  not  quite  the  historical  reason  you 
have  given?  You  have  said  that  you  were  put  in 
to  safeguard  the  interests  of  the  taxpayer,  and  T 
have  no  doubt  you  were;  but  you  were  put  in  at  a 
time  when  the  civil  service  was  about  as  inefficient 
as  it  could  very  well  be — in  1798  and  again  in  1842. 
The  great  reform  of  the  civil  service  came  after  1870. 
That  is  so,  is  it  not,  and  it  seems  to  me  that  your 
continued  existence  with  a really  efficient  civil  service 
is  not  of  anything  like  the  same  importance? — Might 
I say  that  it  is  probably  much  more  important 
Because  the  Inland  Revenue  are  so  efficient,  it 
requires  the  taxpayer  more  than  ever  to  be  protected. 

22.069.  Mr.  Kerly : You  are  Clerk  and  Counsel  to 
the  Commissioners.  You  went  into  your  father’s 
office  in  1893,  I think  you  said? — Yes. 

22.070.  Did  you  continue  working  in  your  father’s 
office  until  now? — Yes. 

22.071.  Have  you  ever  had  any  training  at  the 
Bar? — I have  gone  to  the  Bar,  and  I have  been  on 
circuit. 

22.072.  I did  not  ask  you  if  you  had  passed  your 
examination? — I have  not  done  any  practice  at  the 
Bar. 

22.073.  Have  you  ever  been  in  a barrister’s 
chambers;  I mean  to  learn  the  work? — Yes. 

22.074.  You  have  read  in  chambers? — Yes;  I was 
there  for  a few  years. 

22.075.  You  understand  what  1 mean?  You  really 
did  read  in  chambers  as  a student? — Yes;  I read  in 
my  father’s  chambers. 

22.076.  Your  father  was  exclusively  employed  as 
an  official? — I did  not  read  under  a barrister.  I 
studied,  myself,  in  chambers. 

22.077.  I am  not,  of  course,  disputing  for  a 
moment  that  you  are  a member  of  the  Bar,  but  you 
are  not  a practising  member  of  the  Bar  in  the 
ordinary  way? — No. 

22.078.  You  appear  here  and  you  give  evidence  as 
an  official? — Of  the  Commissioners,  yes. 

22.079.  With  regar  dto  the  question  Mrs.  Knowles 
asked  you,  is  it  not  a fact  that  the  General  Commis- 
sioners have  ruled  out  as  a candidate  for  succession 
to  a particular  Assessor  and  Collector  his  own 
assistant  who  has  had  experience  in  his  district  and 
in  his  work  ? — I should  like  to  have  the  facts 


obtained;  I cannot  remember;  we  have  so  many  of 
them. 

22.080.  Is  not  that  the  general  practice — that  a 
man  is  barred  because  when  there  comes  a question  of 
succession  to  a particular  Assessor  and  Collector  deal- 
ing with  a particular  assistant  it  is  treated  as  a dis- 
qualification that  the  candidate  has  been  the  second 
in  command  in  that  office? — I would  not  go  so  far  as 
that.  I should  say  that  the  Commissioners  are  dis- 
inclined to  elect  a clerk  of  the  Assessor  or  Collector 
second  in  command,  for  obvious  reasons. 

22.081.  I am  not  saying  whether  it  is  good  or  bad? 
— But,  apart  from  that,  we  have  appointed  clerks  in 
offices ; we  have  done  so,  so  one  cannot  say  that  it  is 
a disqualification. 

22.082.  Very  well;  not  an  absolute  bar,  but  a 
handicap? — Yes,  it  is  a handicap. 

22.083.  Is  it  not  often  given  as  an  answer  to  a can- 
didate: “we  cannot  appoint  you  because  you  were 
employed  in  this  office  ’ ’ ? — I would  not  say  that, 
because  so  very  few  come  before  the  Commissioners. 

22.084.  Perhaps  they  know  of  the  rule? — Possibly. 

22.085.  Does  not  that  at  once  put  an  end  to  the 
suggestion  of  local  knowledge? — No. 

22.086.  Where  does  the  gentleman  who  has  learned 
his  work  in  District  A put  the  knowledge  he  has  ac- 
quired into  practice? — I presume  they  would  elect 
somebody  else  from  the  locality. 

22.087.  But  where  does  the  man  who  has  got  his 
knowledge  as  the  result  of  years  of  work  go  to  utilise 
it  in  the  public  interest? — But  it  is  the  knowledge 
of  the  taxpayer  that  is  required. 

22.088.  Please  try  to  answer  my  question.  If  a 
man  has  been  employed  for  20  years  in  a particular 
district  in  dealing  with  taxpayers  in  that  district, 
and  his  principal  dies,  where  does  that  man  go  to  put 
his  knowledge  at  the  public  service? — He  stops  where 
he  is. 

22.089.  Stops  where  he  is  as  second  in  command? 
— Yes.  He  can  apply  for  a collectorship  anywhere. 

22.090.  In  another  district? — Yes. 

22.091.  Then  he  would  not  have  the  local  knowledge 
that  he  has  gained  ? — Of  course  a man  has  got  to  start 
some  time. 

22.092.  Does  it  mean  that  in  every  new  appoint- 
ment the  head  of  the  district  has  got  to  learn  his 
work  by  being  inefficient  for  the  first  few  years  of  his 
appointment  ? — No,  I would  not  go  so  far  as  that. 
He  has  got  assistants;  he  has  got  to  learn  his  work. 

22.093.  I will  tell  you  the  inference  I draw  from 
this  rule.  It  is  set  up  to  protect  the  Commissioners, 
shall  we  say,  from  the  risk  of  making  a bad  appoint- 
ment?— What  is?  I did  not  catch  your  question. 

22.094.  The  rule  which  handicaps  the  man  who  iB 
already  there  as  an  assistant,  so  that  they  may  be 
free,  without  having  claims  from  a particular  person, 
to  appoint  whomever  they  please? — Yes. 

22.095.  Instead  of  appointing  a man  who  is  likely 
to  be  the  most  suitable? — Not  necessarily  the  most 
suitable. 

22.096.  Is  it  a fact  that  the  Additional  Commis- 
sioner's of  the  City  of  London  do  not  examine  any 
assessment  of  a person  assessed  to  less  than  £500  a 
year? — Yes,  personally. 

22.097.  What  is  the  justification  for  that  limita- 
tion?— Because  we  would  not  be  able  to  get  through 
the  work. 

22.098.  And  so  the  small  taxpayer  does  not  get  the 
great  advantage  of  the  Additional  Commissioners? — 
Yes,  he  does ; he  gets  the  advantages  of  the  assistance 
of  the  Additional  Commissioners’  official,  the 
Assessor. 

22.099.  He  gets  the  assistance  of  their  staff,  but  he 
does  not  have  the  consideration  of  themselves? — Yes. 

22.100.  Then  to  such  persons  the  Additional  Com- 
missioners themselves,  apart  from  their  staff,  are  not 
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of  very  much  importance?— No,  they  do  not  deal 
with  those  cases. 

22.101.  Can  you  give  us  any  figure  to  show  what 
proportion  the  people  assessed  at  less  than  £500  are? 
— I do  not  know  the  number.  They  are  probably 
questions  of  salary. 

22.102.  The  staff  of  Clerks  to  Commissioners  in  the 
autumn  is  augmented  by  temporary  assistants,  is  it 
not? — Yes. 

22.103.  And  very  largely  augmented? — Yes. 

22.104.  The  people  who  are  taken  on  for  a short 
period  are  very  numerous? — Yes. 

22.105.  Are  they  the  same  year  after  year? — Not 
necessarily.  A good  many  of  them  are.  Some  of 
them  are  and  some  of  them  are  not. 

22.106.  What  sort  of  people  are  they  that  you  get 
casually  to  take  on  a job  for  a few  months?  —We 
have  made  a point  of  getting  disabled  soldieis  and 
sailors. 

22.107.  What  do  they  do  when  they  are  not  em- 
ployed?— They  have  no  employment. 

22.108.  They  are  out  of  employment? — Yes. 

22.109.  How  are  they  supported? — By  unemploy- 
ment pension,  I suppose. 

22.110.  How  many  of  those  diid  you  get  before  the 
war? — None. 

22.111.  Then  that  is  only  a new  rule,  how  take 
your  mind  back  before  the  war.  What  sort  of  people 
did  you  get  to  do  this  casual  work  before  the  war? — 
We  have  advertised;  we  have  applied  to  the  Chamber 
of  Commerce;  we  have  got  a good  many  from  the 
Chamber  of  Commerce,  and  we  have  advertised  in 
the  papers  for  them. 

22.112.  What  sort  of  people  were  they — clerks  out 
of  employment  and  glad  of  a temporary  job? — Yes. 

22.113.  And  those  were  the  persons  to  whom  this 
highly  confidential  information  about  people’s  incomes 
and  means  are  committed? — They  were  all  sworn  to 
secrecy,  of  course 

22.114.  I suppose  anybody  who  is  employed  would 
be  sworn  to  secrecy  ? — Yes. 

22.115.  But  I thought  the  great  advantage  of 
having  your  system  and  your  staff  was  that  they 
were  reliable  persons  to  whom  confidential  informa- 
tion would  be  committed? — They  are  employed  after 
full  examination  of  testimonials,  and  there  is  no 
reason  to  think  that  they  are  dishonest. 

22.116.  I am  not  suggesting  that?— 7 Every  one  of 
them,  of  course,  comes  with  satisfactory  references. 
There  are  a number  of  girls  who  are  employed  in 
Surveyors’  Offices,  from  about  17  years  upwards. 


22.117.  Mr.  Kerly  : We  are  dealing,  not  with  a 
comparison  between  your  work  and  that  of  the  Sur- 
veyors, but  with  the  question  of  whether  you  have 
an  advantage  which  the  Surveyors  do  not  offer. 

22.118.  Mr.  Marks:  My  lord,  on  this  question  of 
the  appointment  of  the  second  in  command,  may  we 
go  into  that  a little  more;  because  I confess  I do 
not  appreciate  the  reasons?  There  may  be  some 
reasons.  May  I ask  one  or  two  questions? 

22.119.  Chairman:  Yes. 

22.120.  Mr.  Marks : Who  appoints  the  Assessors’ 
clerks?— -The  Assessors  themselves. 

22.121.  And  the  Commissioners  have  no  authority 
at  all  over  this  appointment? — No. 

22.122.  Then,  if  the  second  in  command  were  as  a 
matter  of  fact  appointed  to  succeed  a retiring  Asses- 
sor, that  would  mean,  would  it  not,  that  the  appoint- 
ment of  the  Assessor  really  rested  in  the  hands  of 
the  easting  man?— That  is  so,  and  this  is  the  opinion 
ut  the  Commissioners.  They  are  not  very  often 
appointed. 

22.123.  Mr.  Armitag  e-Smith : It  was  put  to  you 
that  the  Clerks  to  Commissioners  of  Taxes  are  public 
Officials.  It  is  the  fact  that  the  salaries  of  Clerks  to 
Commissioners  of  Taxes  are  borne  on  the  Revenue 
estimates,  is  it  not? — I take  it  that  is  so. 

22.124.  And  on  each  annual  estimate  rendered  to 
Parliament  by  the  Revenue  Department  there  is  a 
lump  sum,  is  there  not?— I understand  that  is  so. 

22.125.  And  the  fact  that  this  payment  is  provided 
by  the  Revenue  Department  more  or  less  exhausts 
your  position  as  public  servants?— Yes. 

22.126.  You  are  not  civil  servants  in  the  ordinary 
acceptation  of  the  term?— No. 

22.127.  You  are  not  pensionable? — No. 

22.128.  You  have  no  security  of  tenure?— No  only 
an  annual  payment. 

22 A»d  Parliament  votes  a lump  sum  for  the 
mass? — Yes. 

22.130.  Them  the  Treasury  or  the  Inland  Revenue 
determine  the  conditions  of  employment?— Yes,  the 
Inland  Revenue  determine  the  amount  of  the  remune- 
ration for  the  Treasury  to  act  upon. 

22.131.  They  fix  the  salaries?— I think  that  is  so; 
they  have  been  considering  at  the  present  time  certain 
salaries  in  the  City  Which  certain  Assessors  and 
Collectors  allege  are  going  to  hit  them  very  hardly. 

22.132.  You  come  under  the  category  of  temporary 
lump-summers? — Yes. 

22,183.  Chairman : We  are  much  obliged  to  you  for 
your  evidence? — Thank  you,  my  lord. 
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q behalf  of  the  National  Association  of  Assessors  and  Collectors 


'London,  called  and  examined. 

The  witnesses  handed  in  the  following  statements 
as  tli'eir  evidence-in-chief: — 

Evidence-in-chief  of  Mr.  R.  E.  Fisher,  Assessor, 
Liverpool. 

Appointment  of  Assessor. 

22  134.  (1)  An  Assessor  is  appointed  for  each  parish 


(18)  In  a year  in  which  the  amount  of  annual  value 
as  assessed  in  the  preceding  year  is  prescribed  by 
enactment  to  be  taken  as  the  annual  value  tor  that 
year,  the  Surveyor  of  Taxes  acts  as  Assessor 
Surveyors  are  also  Assessors  for  Schedule  A for  all 
years  in  the  administrative  County  of  London. 


under  the  Income  Tax  Act,  1918  (8  and  9 George  V), 
Ch.  40,  section  76.  ~ 

22  135.  (2)  He  is  appointed  by  the  General  Com- 
missioners 6f  Income  Tax  from  the  inhabitants  ot 
the  parish,  or  of  an  adjoining  one,  and  holds  office 
for  the  year  of  assessment  and  until  another  Assessor 
is  appointed.  . , . 

22,136.  (3)  The  amount  of  his  remuneration  is  faxed 
and  paid  hy  the  Board  of  Inland  Revenue. 

The  duties  of  an  Assessor. 

22  137.  (4)  An  Assessor  is  a purely  local  officei 
selected  because  of  his  possession  of  local  knowledge 
of  the  area.  His  duties  are : , . . 

(5)  To  prepare  lists  of  all  persons  chargeable  to 
Income  Tax  under  Schedule  D and  E. 

(6)  To  issue  forms  for  individual  returns  ot  income. 

(7)  To  issue  forms  to  employers  for  lists  of  em- 
ployees liable.  ,, 

(8)  To  issue  forms  to  trustees  for  return  ot  untaxed 
income  of  trusts. 

(9)  To  receive  the  forms  when  filled  and  register 
their  receipt. 

(10)  To  examine  and  obtain  proper  completion  ot 
the  return  for  assessment  and  of  the  claims  for  allow- 
ances for  abatement,  Life  Assurance,  wife,  children 
and  dependent  relatives. 

(11)  To  estimate  the  person’s  liability  where  no 
return  is  made  under  Schedule  D. 

(12)  To  make  assessments  on  all  persons  chargeable 
under  Schedule  E and  to  insert  allowances. 

(13)  To  issue  notices  of  assessment  and  precepts 
requiring  accounts,  and  give  notice  of  days  fixed  for 
hearing  appeals. 

(14)  He  is  responsible  for  affixing  all  public  notices 
relating  to  assessments  and  appeals. 

(16)  He  may  attend  meetings  of  Commissioners 
when  they 'are  making  assessments  and  at  appeals. 

(16)  In  many  districts  the  Assessor  sits  with  the 
Surveyor  when  estimated  assessments  are  inserted  for 
submission  to  the  Additional  Commissioners. 

(17)  In  any  year  in  which  a new  assessment  is  made 
for  Income  Tax,  Schedules  A and  B,  and  Inhabited 
Herise  Duty,  an  Assessor  is  to  issue  all  return  forms, 
enter  particulars  from  returns  into  the  assessment, 
amend  names  of  persons  chargeable  and  description 
of  properties,  insert  all  properties  omitted  from  the 
copy  of  Poor  Rate  book  supplied  to  him  in  assess- 
ment book  form,  and  to  njake  assessments  in  all  cases 
(marking  cases  of  exemption),  and  after  the  assess- 
ments have  been  allowed  by  the  General  Commis- 
sioners, to  issue  notices  of  assessment  and  of  appeal. 


Scope  and  character  of  the  duties. 

22.138.  (19)  An  Assessor’s  work  is  of  a highly 
technical  and  confidential  character,  the  Revenue 
being  largely  dependent  on  his  intimate  local  know- 
ledge and  of  his  knowledge  of  the  taxpayers  in  his 
district,  in  order  to  secure  adequate  and  equitable 
assessments.  In  the  course  of  his  duty  he  is  entrusted 
with  private  and  confidential  information  as  to  the 
income  and  financial  position  of  the  taxpayers. 

22.139.  (20)  The  constantly  developing  system  of 
administration  which  has  become  so  thorough  in  its 
aim  for  efficiency  in  recent  years,  has  so  altered  the 
original  system  of  working  that  the  duties  of  Assessors 
in  town  parishes  can  now  only  be  efficiently  carried 
out  by  trained  and  experienced  men. 

22.140.  (21)  Before  the  Departmental  Committee  of 
190o'  Mr.  Chief  Inspector  Gayler  when  asked  the 
question  (Q.  68),  “ Do  you  find  many  complaints 
against  looal  Assessors  on  the  ground  of  breach^  of 
secrecy?  ” replied,  “ No,  I know  of  no  such  case. 

22.141.  (22)  As  to  the  special  qualifications  of  local 
Assessors  for  their  particular  duties,  Mr.  McKenna, 
Financial  Secretary  to  the  Treasury,  in  1906,  stated 
in  reply  to  a question  in  the  House  of  Commons  : - 
“ That  the  employment  of  local  Assessors  of  Income 
Tax  was  based  on  the  advantage  which  their  local 
knowledge  gave  to  them  in  assisting  the  Commis- 
sioners of  Income  Tax  to  make  proper  assessments. 
The  Board  of  Inland  Revenue  were  of  opinion  that 
this  advantage  much  outweighed  any  drawbacks  that 
the  system  might  have  and  they  had  never  recom- 
mended its  discontinuance.  The  Board  had  no  reason 
to  suppose  that  Assessors  were  in  the  habit  of  delegat- 
ing their  duties  to  others.” 

22.142.  (23)  That  the  appointment  of  local  men 
is  acceptable  to  taxpayers  generally  is  shown  by  the 
large  number  who,  dealing  personally  with  their  Own 
assessments,  call  upon  the  Assessors  rather  than  on 
the  Surveyors,  preferring  to  discuss  their  affairs  and 
difficulties  with  local  officers  with  whom  they  are  in 
regular  touch  and  who  are  acquainted  with  their 
business  and  its  history.  That  the  local  Assessors 
have  the  confidence  of  the  taxpayers  is  clearly  shown 
by  the  very  small  number  of  cases  in  which  election 
is  made  for  assessment  by  the  Special  Commissioners. 

22.143.  (24)  Notwithstanding  the  importance  to  the 
Revenue  of  Assessors’  work  in  that  it  is  the  founda- 
tion upon  which  the  assessment  depends,  it  may  be 
stated  unhesitatingly  that  throughout  the  past  its 
efficiency  has  been  sacrificed  to  a false  sense  pf 
economy. 

22.144.  (25)  From  1891  to  1908,  though  there  had 
been  constant  development  both  in  the  administration 
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work  and  in  the  number  of  people  to  be  dealt  with, 
there  was  no  power  under  which  the  Board  of  Inland 
Revenue  could  pay  a corresponding  increase  in  re- 
muneration, owing  to  the  limitation  of  the  Taxes 
(Regulation  of  Remuneration)  Act,  1891,  and  in  spite 
of  repeated  appeals  from  Assessors  to  the  Treasury, 
this  limitation  of  remuneration  to  the  amount  as 
fixed  in  1891  was  maintained  for  seventeen  years.  In 
the  Finance  Act,  1908,  a section  was  inserted,  giving 
to  the  Commissioners  of  Inland  Revenue  power  to 
fix  increased  remuneration  proportionate  to  the  work 
performed. 

Performance  of  the  duties. 

22.145.  (26)  In  England  and  Wales  the  appointment 
of  Assessor  is  usually  held  in  conjunction  with  that 
of  Collector,  and  where  a high  standard  of  work  lias 
not  been  obtained  the  main  reasons  are  as  follows. 

22.146.  (27)  The  time  at  which  the  work  of  Assessor 
falls  to  be  performed,  viz.,  immediately  on  the  close 
of  a collection,  during  which  the  men  as  Collectors 
have  for  months  been  forced  to  work  abnormal  hours. 

22.147.  (28)  The  uncertainty  and  delay  in  the 
supply  of  forms  and  stationery  which  has  prevented 
anticipatory  work. 

22.148.  (29)  The  failure  to  pay  proper  remuneration 
(in  too  many  cases  the  amount  is  nominal)  which  has 
discouraged  zeal  and  interest. 

22.149.  (30)  The  time  at  which  the  delivery  of  the 
Schedule  E assessments  to  the  Commissioners  is  re- 
quired, usually  in  J une,  before  there  has  been  proper 
time  allowed  for  the  return  forms  to  have  been  ob- 
tained completed. 

22.150.  (31)  The  distinct  encouragement,  and  in 
some  cases  by  request  of  Surveyors,  for  the  delivery 
of  the  Schedule  E assessments  in  an  incomplete  con- 
dition, i.e.,  before  charges  have  been  inserted  by  the 
Assessor. 

22.151.  (32)  The  limitation  of  the  time  for  the 
efficient  performance  of  the  duties,  5th  April-20th 
July,  which  is  too  short  for  the  present-day  complex 
system  and  the  increased  number  of  taxpayers  to  be 
dealt  with,  as  compared  with  the  conditions  of  1842, 
when  that  period  was  fixed. 

22.152.  (33)  The  late  passing  of  Finance  Acts  in 
recent  years,  most  of  which  imposed  changes  affecting 
the  making  of  assessments  or  allowances,  rendering  it 
impossible  for  Assessors  who  had  to  complete  their 
assessments  by  July  20th  to  make  the  charges  and 
allowances  correctly.* 

22.153.  (34)  The  failure  to  supply  Assessors  with 
suitable  instruction  books,  and  copies  of  Finance  Acts, 
with  explanations  of  the  changes  arising  out  of  them. 

Assessors  as  whole-time  officers. 

22.154.  (35)  In  Liverpool,  Edinburgh,  Glasgow  (and 
other  large  towns  in  Scotland)  for  many  years  sepa- 
rate officers  have  been  appointed  as  Assessors  only, 
who  have  been  required  to  give  their  whole  time  to 
the  duties  of  their  office.  'This  system  has  proved  an 
unqualified  success.  It  has  been  possible  in  these 
areas  to  carry  out  the  work  in  a systematic  and 
methodical  manner,  preliminary  work  being  taken  in 
hand  not  after  5th  April  in  the  year  of  assessment, 
as  laid  down  in  the  instruction  book,  but  eight  months 
before  that  date,  that  is,  immediately  after  the  deli- 
very of  the  Schedule  E assessments  of  the  preceding 
year. 

22.155.  (36)  A thorough  survey  of  the  whole  area 
is  made  each  year  with  Income  Tax  liability  as  the 
distinct  objective;  city  directories  are  examined  and 
compared  with  the  Assessors’  survey  books  and  assess- 
ments; trade,  publications,  telephone  directory  and 
daily  press  are  made  the  best  use  of;  taxpayers  are 
interviewed  both  at  their  own  addresses  and  at  the 
Assessors’  offices,  and  advice  and  assistance  in  solving 
their  many  difficulties  with  their  return  forms  is 
freely  given. 


Finance  Act, 

1909-10  was  passei 

d 29th  April,  1910. 

do. 

1914 

do. 

31st  July,  1014. 

do. 

1915 

do. 

29th  July,  1915. 

do. 

1915  (No.  2 

) do. 

23rd  December,  191. 

do. 

191G 

do. 

19th  July,  1916. 

do. 

1917 

do. 

2nd  August,  1917. 

do. 

1918 

do. 

80th  July,  1918. 

22.156.  (37)  Return  forms  have  been  thoroughly 
examined  and  their  completion  obtained,  thus  leaving 
Surveyors  of  Taxes  free  to  engage  in  examination  of 
trading  accounts  and  to  have  fair  time  to  examine 
and  check  the  Schedule  D returns  without  undue 
haste,  before  the  time  fixed  for  the  making  of  assess- 
ments by  the  Additional  Commissioners. 

22.157.  (38)  Estimates  have  been  entered  in  the 
Schedule  D assessment  throughout  for  the  information 
of  the  Additional  Commissioners. 

22,168.  (39)  Schedule  E returns  have  been  entered 
and  assessments  made  and  the  allowances  entered  as 
far  as  possible,  having  regard  to  the  latest  date  on 
which  they  can  be  delivered  (20th  July). 

22.159.  (40)  This  system  has  helped  to  secure  satis- 
factory assessments,  fair  both  to  the  Reveuue  and 
the  taxpayer,  with  a minimum  amount  of  friction. 

22.160.  (41)  In  years  in  which  new  Schedule  A 
assessments  have  been  made  (1903  and  1910)  the  work 
has  been  done  by  the  Assessors  thoroughly  and  expedi- 
tiously and  in  a satisfactory  manner. 

22.161.  (42)  In  addition  to  the  procedure  above  out- 
lined, a systematic  survey  for  the  adjustment  of  the 
names  of  occupiers  (persons  assessed)  in  the  Schedule 
A and  House  Duty  assessments  should  be  made  at  the 
beginning  of  each  financial  year.  This  is  necessary 
work  which,  although  Schedule  A assessing  has  been 
the  work  of  Surveyors  of  Taxes  for  fourteen  out  of 
the  last  sixteen  years,  has  not  had,  as  a general  rule, 
the  attention  given  to  it  that  it  demands. 

22.162.  (43)  The  work  in  connection  with  removals 
of  persons  chargeable  under  Schedule  D and  E from 
one  district  to  another  and  the  issue  of  references  now 
done  in  Surveyors’  offices  on  Forms  48,  48 a,  and  48r, 
should  form  part  of  the  Assessor’s  duty  and  as  a result 
would  be  done,  in  the  majority  of  cases,  months  earlier 
than  at  present,  and  save  much  additional  assessment 
work. 

22.163.  (44)  No  matter  how  zealous  a Surveyor  may 
be,  under  the  present  system  he  does  not  remain  long 
enough  in  a district  to  acquire  local  knowledge,  and 
his  duties  in  his  own  office,  examining  assessments, 
accounts,  appeals,  etc.,  do  not  permit  him  the  time 
necessary  for  outdoor  work.  This  also  applies  to  Sur- 
veyors’ clerks,  who  are  also  now  moved  from  one 
survey  to  another.  Thus,  the  only  officer  who  remains 
with  an  always  increasing  local  knowledge  is  the 
Assessor,  and  that  the  Revenue  may  have  the  full 
benefit  of  his  experience,  he  should  remain  in  the  same 
or  immediately  adjoining  areas,  promotion  being 
given  not  by  transfer  to  distant  areas,  but  by  a 
progressive  scheme  of  remuneration,  increasing 
periodically  to  a fixed  maximum,  with  superannuation 
similar  to  that  obtaining  in  most  local  services. 

Grouping  of  parishes. 

22.164.  (45)  A number  of  adjoining  parishes  could 
be  so  grouped  (or  an  Assessor’s  area  could  be  so 
confined  to  that  covered  by  a survey)  that  there  would 
be  full-time  occupation  for  an  Assessor  according  to 
the  plan  of  work  detailed  above,  which  has  been  in 
operation  for  many  years  and  proved  satisfactory  in 
Liverpool  and  large  towns  in  Scotland. 

22.165.  (46)  To  fill  the  appointments  in  the  first 
instance,  a selection  of  men  with  the  necessary  local 
knowledge  and  theoretical  knowledge  of  Income  Tax 
law  and  practice,  should  be  made  from  among  the 
present  holders  of  appointments. 

22.166.  (47)  In  the  carrying  out  of  an  improved 
scheme  of  this  kind,  many  who  have  held  office  as 
Assessor  for  a long  term  of  years  might  be  deprived 
of  their  appointment,  and  we  would  urge  that  reason- 
able compensation  be  provided,  either  of  direct  con- 
sideration of  loss  of  office  or  by  the  addition  of  their 
present  remuneration  as  Assessor  (which,  as  a rule, 
is  small  in  amount)  to  that  which  they  re£eAv®  as 
Collectors  of  Taxes.  In  these  cases  revision  of  Collec- 
tors’ remuneration,  should  it  be  thought  necessaiy, 
could  be  made  on  the  cessation  of  the  tenure  of  the 
present  holder. 

Clerical  assistants. 

22.167.  (48)  Clerks,  where  necessary  at  present,  are 
employed  by  Assessors  out  of  their  own  allowances. 
They  should,  we  submit,  be  employees  of  the  Govern- 
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ment,  and  should  bo  recruited  in  the  first  instance 
from  'those  at  present  in  the  employ  of  Assessors,  then 
from  boy  clerks,  if  entry  by  examination  is  considered 
advisable,  but  it  should  bo  borne  in  mind  that  tact 
and  ability  to  deal  satisfactorily  with  the  public  are 
in  this  work  of  greater  value  than  high  scholastic 
attainments. 

22.168.  (49)  From  among  these  assistants,  selection 
should  lie  made  to  fill  vacancies  in  the  appointments 
of  Assessors  as  they  arise,  and  thus  a continuous 
highly-trained  service  would  be  assured. 

Provision  of  offices. 

22.169.  (50)  The  offices  used  by  Assessors  should  be 
public  offices  provided  by  the  Government,  at  places 
convenient  for  the  public,  and  rent,  rates,  cleaning, 
lighting  and  furnishing  should  be  the  care  of  the 
Government.  Each  office  should  be  provided  with  a 
telephone. 

Assessors'  instructions. 

22.170.  (51)  The  instructions  issued  to  Assessors 
should  be  complete  and  entirely  different  from  the 
trivial  book  of  five  pages  issued  at  present,  which  is 
totally  inadecpiate  to  provide  satisfactory  guidance 
in  carrying  out  Assessors’  work  under  the  present 
complex  system  of  Income  Tax.  A book  similar  to 
that  supplied  to  Surveyors  should  be  in  the  hands  of 
every  Assessor.  A copy  of  each  Finance  Act  as  it  is 
passed  should  be  supplied,  with  explanatory  circulars 
explaining  the  changes  arising  out  of  the  Act  of  Parlia- 
ment. Scales  showing  abatements  and  allowances, 
and  tables  of  the  various  rates  of  duty  should  also  be 
supplied.  Where  a local  directory  is  published  a copy 
should  bo  provided  for  every  Assessor’s  office  as  often 
as  the  book  is  re-published. 

Earlier  commencement  of  year’s  work. 

22.171.  (52)  To  attempt  to  crush  the  necessary  work 

into  the  period  set  out  in  the  Income  Tax  Act,  1918, 
(6th  April  to  20th  July),  is  to  invite  failure.  In 
areas  where  the  work  is  most  satisfactorily  performed 
it  will  be  found  that  the  earlier  date  (6th  April)  has 
been  ignored  and  preparatory  work  commenced  in 
some  cases  eight  months  before  the  commencement  or 
the  fiscal  year.  The  introduction  of  continuous  ap- 
pointments (i.e.,  without  the  necessity  of  annual  re- 
appointment in  April  of  each  year)  is  necessary  to 
make  a real  improvement  by  securing  the  preparatory 
work  being  carried  through  much  earlier  than  at 
present.  An  Assessor  has  no  security  that  he  will  be 
re-appointed  in  the  following  April,  and  this  disability 
has  tended  to  discourage  the  performance  of 
preparatory  work  for  which  he  might  never  be 
remunerated.  . ,, 

22.172.  (53)  Arrangements  should  be  made  tor  tne 
issue  of  survey  books  (for  outdoor  work)  by  June  in 
the  preceding  year,  for  stationery  and  forms  to  be 
ordered  direct  from  the  stores  by  the  Assessors,  the 
Schedule  E assessment  paper  should  be  in  their  hands 
before  December  and  all  return  forms  supplied  to 
them  early  in.  January  preceding  the  year  of  assess- 
ment. 

22.173.  (54)  The  fact  that  changes  in  any  new 
Finance  Act  might  necessitate  alterations  in  the 
forms  would  have  no  more  bearing  than  under  the 
present  system,  since  forms  are  now  issued  to 
Assessors  in  March  and  April  immediately  before  the 
introduction  of  the  Finance  Act. 

22.174.  (55)  Had  an  arrangement  been  permitted 
in  the  past  for  an  earlier  printing  of  the  necessarv 
stationery  and  forms,  work  of  a much  higher  standard 
would  have  been  possible. 

22.175.  (56)  With  the  varying  abatements,  allow- 
ances and  rates  of  duty  chargeable,  all  dependent  on 
claims  being  received  from  taxpayers,  the  date  fixet. 
for  the  completion  of  Schedules  A,  B,  and  E assess- 
ments in  1880  (viz.,  20th  July  in  England  and  Wales, 
and  first  Wednesday  in  August  in  Scotland)  does  not 
leave  sufficient  time  for  the  whole  of  the  necessary 
work  to  be  completely  done,  and  it  is  submitted  that 
a later  date,  say  31st  August,  would  be  more  prac- 
ticable and  still  allow  sufficient  time  for  the  examina- 
tion of  returns  and  any  necessary  amendment  of 


assessment  to  be  made  by  Surveyors  before  the  time 
fixed  for  the  allowance  of  assessments  by  the  General 
Commissioners. 

Local  knowledge.  . 

22  176  (57)  For  the  foundation  work  of  assessments 
under  Schedules  A,  B,  D,  and  E,  local  knowledge  is 
an  absolute  necessity.  An  Assessor  brings  into  his 
work  a knowledge  of  the  values  of  properties  in  his 
area,  of  the  traders  carrying  on  business  and  of  the 
methods,  conditions  and  profits  of  those  trades,  manu- 
factures. and  industries  which  frequently,  owing  to 
climatic  conditions,  geographical  position  and  suit- 
able labour  supply,  are  peculiar  to  certain  localities, 
as  for  instance,  the  cotton  weaving  industries  or 
Lancashire  and  boot  manufactures  of  Northampton 
(many  other  instances  of  purely  local  industries  could 
be  given). 

22.177.  (58)  In  country  (rural)  parishes  where  there 
are  no  directories,  street  numbers  or  clearly  defined 
addresses,  local  knowledge  in  locating  properties  ami 
persons  carrying  on  business  is  an  absolute  necessity 
if  complete  and  equitable  assessments  are  to  be 
obtained.  This  knowledge  can  best  be  supplied 
bv  those  acting  as  Collectors  of  Schedules  A 
and  B.  who  now  act  as  Assessors  for  Schedules 
D and  E,  and  who  also  frequently  hold  the 
appointment  of  assistant  overseer.  For  Schedule 
A their  knowledge  of  rents  and  annual  values 
in  their  own  area  is  unequalled,  and  for 
Schedules  D and  E their  services  might  well  continue 
to  bo  utilised  for  preparation  of  lists,  service  and 
receipt  of  forms,  and  for  the  issue  of  notices  of  assess- 
ment. 

Remuneration. 

22.178.  (59)  At  present  the  remuneration  paid  to 
Assessors  in  these  areas,  although  there  was  a revision 
of  remuneration  in  1916-17,  is  almost  negligible. 
Advantage  appears  to  have  been  taken  of  the  fact 
that  the  office  is  an  obligatory  one,  and  also  that  the 
same  individual  held  an  appointment  as  Collector. 
A return  of  the  amounts  paid  to  the  individuals  as 
Assessors  would  be  found  interesting,  for  cases  exist 
where  the  total  sum  received  is  not  even  sufficient  to 
pay  the  travelling  expenses  necessary  to  attend  the 
meetings  of  Commissioners  for  appointment  and 
delivery  of  forms  and  assessments. 

Assessors  in  Scotland. 

22.179.  (60)  In  Scotland,  there  are  many  parishes 
where  local  Assessors  of  Income  Tax  are  appointed 
by  the  General  Commissioners  of  Income  Tax,  and  we 
desire  to  submit  that  under  the  Income  Tax  Act, 
1918,  S.  76,  SS.  (8),  a grave  injustice  may  be  done 
to  these  officers. 

22.180.  (61)  If  in  parishes  where  such  Assessors 
are  now  a ppointed,  the  local  authorities  (i.e.,  County 
Councils  and  Town  Councils — who  have  nothing  to  do 
with  Income  Tax)  avail  themselves  of  the  power  given 
under  the  Lands  Valuation  (Scotland)  Act,  1854,  and 
appoint  an  officer  of  Inland  Revenue  to  be  the  Valua- 
tion Assessor,  the  present  local  Assessors  for  Income 
Tax  (officers  who,  in  many  cases,  liave  given  many 
years  of  loyal  and  efficient  service  of  great  value 
from  a Revenue  point  of  view)  would  be  deprived 
of  their  employment. 

Recommendations. 

22.181.  (62)  Since  its  formation  in  1903,  one  of  the 
main  aims  of  this  Association  has  been  to  influence 
increased  efficiency  in  the  work  of  Assessors  and  Col- 
lectors. While  its  efforts  have  been  attended  ^ with 
much  success,  more  particularly  in  the  Collectors’  side 
of  the  work,  progress  has  been  hindered  by  the  con- 
ditions of  tenure  of  office,  which  could  only  be 
improved  by  legislation,  and  many  Members  of  Par- 
liament have  expressed  sympathy  and  readiness  to 
support  the  legislative  changes  desired  by  this 
Association. 

22.182.  (63)  Latterly,  appeals  to  the  Treasury  have 
been  answered  by  a reference1  to  this  Royal  Com- 
mission, whose  report  is  evidently  expected  to  advise 
the  Government  in  respect  to  the  particular  altera- 
tions, permanency  of  appointment  and  superannua 
tion,  urgently  desired  by  this  Association. 
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22.183.  (64)  In  submitting  our  considered  views  ot 
the  amendments  necessary  in  the  conditions  governing 
the  tenure  and  duties  of  the  office  of  Assessor  ot 
Taxes,  we  would  respectfully  submit  that  the  Report 
of  the  Commissioners  should  contain  such  recom- 
mendations as  will,  in  the  immediate  future,  ensure 
to  the  Assessors  and  their  assistants  those  improved 
conditions  of  service  which  will  lead  to  a highei 
standard  and  efficiency  of  the  work  and  thereby  so 
materially  help  towards  the  successful  administration 
of  the  Income  Tax  Acts. 

22.184.  (65)  This  Association  desires  to  submit  foi 
the  consideration  of  the  Royal  Commission  the  follow- 
ing changes  which  we  believe  will  help  to  secure  a 
service  more  efficient  than  in  the  past  and  to  obtain 
greater  results  for  the  Revenue:  — 

22.185.  (66)  That  in  towns  and  residential  areas : 

(a)  Officers  should  be  appointed  solely  for  the 

work  of  assessing  and  should  give  their 
whole  time  to  the  duties.  These  appoint- 
ments should  be  of  a permanent  character 
(subject  to  revocation  for  neglect  of  duty 
or  misconduct)  and  held  during  the  will 
and  pleasure  of  the  appointing  authority 
with  suitable  superannuation  at  the  end  of 
service. 

(b)  Parishes  should  be  grouped  into  such  areas 

as  can  be  efficiently  worked  by  one  Assessor 
with  clerical  assistance. 

(c) ;  The  clerical  assistance  should  be  provided  by 

the  Gqvernment  anti  not  by  the  Assessors 
as  at  present. 

( d ) Offices  should  be  provided  by  the  Depart- 

ment. 

(e)  Complete  instructions  should  be  provided  fot 

the  guidance  of  thp  Assessor  and  staff. 

(/)  Tbe  earlier  commencement  of  thp  work  of  the 
financial  year  and  a later  date  than  the 
present  one  (20th  July)  for  thp  completion 
of  the  Schedule  E assessments. 

22.186.  (67)  That  in  country  (rural)  parishes  the 
services  of  Assessors  should  be  utilised  as  at  present. 

22.187.  (68)  That  section  76  (8)  of  the  Income  Tax 
Act,  1918,  should  be  so  amended  that  the  appointment 
of  Assessors  of  Income  Tax  in  Scotland  by  the  General 
Commissioners  shall  be  continuous  and  permanent. 

[This  concludes  the  evidence-in-chief  of  Mr.  Fisher. ] 

Evidence-in-chief  of  Mr.  Stanley  Brown,  Collector, 
Finsbury,  London. 

Collection  of  Income  Tax. . 

Appointment  of  Collectors  and  conditions  of  service 


Appointment. 

22.188.  (1)  The  method  of  appointment  of  Collectors 
and  the  appointing  authority  vary  in  different  parts 
of  the  kingdom,  but,  with  the  exception  of  Scotland, 
the  appointment  is  only  for.  the  Income  Tax  year  of 
assessment,  without  any  certainty  of  its  continuance 
for  subsequent  years. 

22.189.  (2)  In  England  the  General  Commissioners 
acting  in  the  various  divisions  make  the  appoint- 
ments, except  in  certain  cases  where  the  right  of 
appointment  has  passed  to  the  Commissioners  of 
Inland  Revenue.  In  Scotland  the  appointments  are 
in  thp  hands  of  the  Treasury,  while  in  Ireland  the 
Commissioners  for  Special  Purposes  exercise  the  right. 

Security  and  secrecy. 

22.190.  (3)  The  General  Commissioners  may  require 
a Collector  on  his  appointment  to  give  security  to 
their  satisfaction,  and  the  Commissioners  of  Inland 
Revenue  may,  wherever  they  think  fit,  require  a 
Collector,  whether  appointed  by  them  or  by  the 
General  Commissioners,  to  give  security,  by  bond  to 
the  Crown,  in  such  sum  as  they  may  determine. 

22.191.  (4)  Every  person  appointed  Collector  shall 
before  he  begins  to  act  in  tbe  execution  of  this  Act, 
make  and  subscribe  thp  declaration  contained  in 
Schedule  4,  in  respect  of  his  office. 


Remuneration. 

22.192.  (5)  A Collector  receives  such  remuneration 
as  the  Commissioners  of  Inland  Revenue,  with  the 
approval  of  the  Treasury,  may  direct,  and  is  paid  in 
such  manner  and  under  such  regulations  as  by  them 
may  be  prescribed,  with  the  proviso  that  the  amount 
shall  not  be  less  than  that  paid  to  the  Collector  for 
the  same  area  for  the  year  which  commenced  on  6th 
April,  1890.  It  is  further  provided  that  in  the  event 
of  a change  in  any  area  of  collection  the  General 
Commissioners  for  the  division  may  adjust  and  appor- 
tion the  amount  receivable  as  they  think  fit.  For  the 
year  commencing  6th  April  1890,  and  previous  thereto, 
the  Collector  received  an  allowance  of  one  penny 
halfpenny  per  pound  of  what  money  of  the  duties  he 
paid  to  the  Revenue. 

22.193.  (6)  The  remuneration  is  arrived  at  by 
methods  only  known  to  the  Commissioners  of  Inland 
Revenue  and  their  officers,  who,  in  no  case,  have  any 
personal  knowledge  or  connection  with  the  work  in- 
volved. It  has  to  bear  all  the  expenses  incidental  to 
the  office  such  as  rent,  clerical  assistance  (permanent 
and  casual),  office  expenses  and  guarantee  premium, 
the  remuneration  being  calculated  without  reference 
to  or  consideration  of  these  charges,  which  naturally 
vary  according  to  the  situation  of  thp  collecting 
area  and  the  complexities  of  the  work. 

Unit  of  area. 

22.194.  (7)  The  parishes  for  which  Collectors  are 
appointed  are,  in  England,  the  parishes  for  the  time 
being  for  the  purposes  of  Poor  Law  administration, 
but  there  is  provision  for  the  aggregation  or  division 
of  such  areas  as  the  Commissioners  of  Inland  Revenue 
may  deem  desirable. 

Status  of  Collectors. 

22.195.  18)  Having  regard  to  the  divided  system 
of  control  existing  in  the  majority  of  cases  under 
which  the  appointment  is  in  the  hands  of  one 
authority  while  the  remuneration  is  in  those  of 
another,  it  is  difficult  to  define  the  status  of 
Collectors. 

22.196.  (9)  When  claims  are  put  forward  on  behalf 
of  Collectors  for  concessions  or  benefits,  the  Treasury 
objects  with  the  statement  that  Collectors  are  the 
temporary  employees  of  the  General  Compiissippprs, 
notwithstanding  the  fact  that  the  Commissioner^  qf 
Inland  Revenue  are  responsible  for  the  appointment 
of  at  least  a quarter  of  their  number. 

22.197.  (10)  When,  however,  the  Commissioners  of 
Inland  Revenue  desired  to  render  Collectors  exempt 
from  the  operations  of  the  various  Military  Service 
Acts  they  claimed  that  all  Collectors  were  in  thpir 
employ  and  issued  certificates  to  that  effect  accord- 

ingly- 

22.198.  (11)  A Collector  only  reaches  the  status  of  a 
civil  servant  when  he  is  guilty  of  a misdemeanour  as 
Collector. 

Duties  of  Collectors. 

Method  of  collection  and  recovery. 

22.199.  (12)  As  soon  as  the  assessments  have  been 
confirmed  by  the  General  Commissioners  a duplicate 
thereof  is  delivered  to  the  Collector  for  the  parish  in 
which  the  assessments  arise,  together  with  a warrant 
fqr  eoljee  ing  and  levying  the  tax  charged,  and  it  is 
the  duty  of  the  Collector  to  demand  the  respective 
sums  contained  in  the  duplicate  from  the  persons 
charged  therewith. 

22.200.  (13)  In  assessments  for  Schedule  A (Pro- 
perty Tax),  which  comprise  the  larger  number  of  the 
assessments  to  Income  Tax,  and  in  some  other  cases, 
the  Collector  has  in  practice  to  ascertain  the  in- 
dividual liable  before  making  application,  in  con- 
sequence of  that  information  not  being  found  either 
in  the  assessments  or  duplicates.  This  is  due  to  the 
fact  that  new  assessments  under  Schedule  A are 
normally  made  at  intervals  of  five  years  with  no 
revision  of  the  names  of  persons  liable  in  the  inter- 
vening years.  Even  in  the  quinquennial  yearB  the 
Collectors  only  find  in  their  duplicates  the  names  of 
occupiers  as  set  out  in  the  Poor  Rate  books  for  the 
previous  year, 
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22  201.  (14)  The  issue  of  the  demand  notes  produces 
a heavy  crop  of  objections  and  claims  for  allowances, 
with  which  the  Collector  has  to  deal,  either  by  corre- 
spondence or  personal  explanations  or  adjustments  in 
the  office.  He  has  to  ascertain  changes  of  occupiers, 
conditions  of  tenancy,  and  allocate  the  amount  of 
tax  due  after  making  allowances  for  empty  periods 
and  lost  rent.  , 

22,202.  (15)  The  public  generally  regard  the 
Collector  as  the  one  human  element  in  the  Revenue 
machinery,  and  rely  upon  him  in  a very  great  measure 
to  provide  them  with  assistance  and  guidance  in  then- 
difficulty  to  appreciate  the  application  of,  to  them, 
a complicated  form  of  taxation. 

22  203.(16)  As  the  formal  demand  for  payment  does 
not  produce  a settlement  in  the  majority  of  cases,  the 
Collector  has  to  make  further  applications,  either 
written  or  personal,  and  ultimately  if  the  person 
liable  continues  to  ignore  the  demands  made  upon 
him,  has  to  distrain  the  person  charged  or  upon  the 
premises  or  lands  in  respect  of  which  the  tax  is 
charged  without  further  authority. 

22.204.  (17)  Where  no  sufficient  distress  can  be 
found  whereby  the  sum  may  be  levied,  the  General 
Commissioners  may  commit  the  person  charged  to 
prison,  but  this  is  rarely,  if  ever,  resorted  to. 

22.205.  (18)  In  such  cases,  when  the  Collector  has 
exerted  all  his  energy  bo  secure  payment  and  failed, 
he  issues  a certificate  to  that  effect.  This  certificate 
is  referred  from  one  office  to  another  as  follows : 

(а)  Collector  to  the  Surveyor  for  his  district; 

(б)  Surveyor  for  his  district  to  the  Surveyor  for 

the  district  in  whioh  the  person  charged 
has  effects; 

(c)  second  Surveyor  to  the  Colleotor  for  the  last- 
named  district. 

22.206.  (19)  In  the  event  of  the  payment  not  being 
made  on  application,  the  certificate  makes  the  return 
roundabout  journey,  and  is  referred  to  the  General 
Commissioners  for  the  division  in  which  the  charge 
originated  to  attach  their  warrant  for  recovery.  The 
certificate  again  goes  through  the  previous  channels 
with  a deviation  on  the  way  to  the  General  Com- 
missioners for  the  division  in  which  the  person 
charged  has  effects,  for  the  addition  of  their  warrant 
to  the  Collector  in  that  division  to  recover  by 
distraint. 

22.207.  (20)  These  proceedings,  and  also  those  which 
may  be  taken  by  the  Commissioners  of  Inland 
Revenue  in  the  High  Court,  give  the  person  several 
extra  months  during  which  he  can  defer  payment  and 
thereby  gain  an  unfair  advantage. 

22.208.  (21)  In  the  case  of  any  tax  assessed  quarterly 
in  respect  of  weekly  wage-earners  the  Collector  has 
in  addition  to  the  procedure  applicable  to  other  assess- 
ments, the  right  to  take  summary  proceedings  as  a 
civil  debt. 

Method  of  accounting. 

22.209.  (22)  The  Collector  has  to  pay  all  moneys 
received  by  him  into  an  official  account  at  an 
approved  bank,  from  which  the  total  lodgments  in 
each  week  are  transferred,  to  Revenue  aooount. 

22.210.  (23)  The  Commissioners  of  Inland  Revenue 
appoint  a day  on  or  before  which  any  Collector  shall 
pay  over  all  moneys  received  by  him  as  Collector 
and  shall  deliver  a schedule  of  arrears,  in  the  pre- 
scribed form  and  verified  on  oath,  setting  forth  the 
respective  sums  collected. 

22.211.  (24)  The  dates  on  which  Collectors  are  to 
submit  their  accounts  to  the  Commissioners  of  Inland 
Revenue  vary  in  different  districts,  with  the  result 
that  taxpayers  are  pressed  to  pay  at  different  times 
according  to  the  districts  in  which  by  accident  they 
find  themselves  located.  Further,  these  dates  are 
fixed  without  reference  to  the  dates  on  which 
Collectors  receive  their  duplicates  of  assessment,  which 
should  be  in  their  hands  in  November  each  year, 
but  which  are  not,  on  occasions,  until  the  following 
January.  The  dates  ore  also  fixed  without  reference 
to  the  duties  to  be  previously  undertaken  by  other 
officials.  This  results  in  Collectors  having  on  all 
occasions  to  make  good  any  time  previously  lost  in 
other  departments. 


Defects  of  the  present  system. 

22.212.  (25)  The  annual  appointment  of  Collectors 
has  long  been  regarded  as  an  irksome  and  handi- 
capping survival  of  the  early  days  of  the  tax  which, 
in  view  of  its  now  admitted  permanence,  should  be 
abandoned. 

22.213.  (26)  The  appointment  is  made  at  the  com- 
mencement of  the  financial  year,  but  as  an  assessment 
may  be  made  at  any  time  within  three  years  after 
the  expiration  of  the  year  of  assessment,  the  Collector 
is  liable  to  act  for  an  extended  period  of  four  years 
while  his  remuneration  only  applies  to  one  year. 

22.214.  (27)  It  is  by  good  fortune  rather  than  by 
design  that  the  services  of  such  an  efficient  body  of 
Collectors  has  been  secured.  These  officers  have  used 
every  constitutional  means,  to  obtain  an.  amendment 
of  the  law  in  this  respect  without  success. 

22.215.  (28)  The  exercise  of  the  powers  of  appoint- 
ment by  different  authorities  has  led  to  a dissipation 
of  energies  to.  such  a marked  degree  that  a loss  of 
efficiency  has  resulted  therefrom,  and  has  been 
coupled  with  increased  oost  of  collection. 

22.216.  (29)  When  the  appointment  is  made  by 
the  General  Commissioners  one  official  collects  the 
tax  arising  under  all  Schedules  (except  Schedule  C) 
as  well  as  the  tax  arising  from  quarterly  assess^ 
ments,  and  it  is  the  general  practice  to  appoint  the 
same  person  as.  Assessor  also, 

22.217.  (30)  Where  the  appointment  has  passed  to 
or  been  placed  in  the  hands  of  the  Commissioners  of 
Inland  Revenue,  the  collection  of  the  tax  under 
Schedules  A and  B lias,  been  entrusted  to  one  person, 
while  the  collection  of  the  tax  under  Schedules  B and 
E has  been  entrusted  to  the  officers  of  Customs  and 
Excise. 

22.218.  (31)  The  Commissioners  of  Inland  Revenue 
have  further  divided  the  duties  of  collection  by 
appointing  on  occasion  yet  another  person  to  oolleot 
the  quarterly  assessments, 

29.219.  (32)  Fayment  of  Super-tax  reaches  the 
Revenue  by  direct  application  at  the  instance  of  the 
Special  Commissioners. 

22,320.  (33)  From  the  public  point  of  view  this 
duplication  of  Collectors  is  a cause  of  considerable 
irritation  and  annoyance  to  the  taxpayers,  who  re- 
ceive separate  demands  payable  to  various  officials 
for  a tax  which,  as  originally  designed,  should  all  be 
made  by  one  Collector. 

22.221.  (84)  Where  the  security  is  required  it  is 
usually  given  by  bond  entered  into  with  an  approved 
Guarantee  Society,  but  Collectors  have  long  felt  that 
the  security  should  in  every  case  be  provided  by  way 
of  contributions  by  them  to  a fund  specially  created 
for  this  purpose  and  administered  jointly  by  the 
Commissioners  of  Inland  Revenue  and  Collectors- 
Defalcations  by  Collectors  are  so  rare  that  Guarantee 
Societies  accept  the  risk  at  th©  rate  of  3s.  per  £1Q0, 
which  is  the  lowest  rate  imposed  on  any  body  of 
officials.  In  view  of  the  fact  that  a large  proportion 
of  such  premium  is  absorbed  in  establishment  and 
other  oharges,  it  is  calculated  that  contributions  at 
a similar  rate  to  a departmental  fund  would  rapidly 
provide  assets  sufficiently  large  to  relieve  Collectors 
after  a few  years  from  the  necessity  for  further 

contributions, 

22.222.  (35)  There  is  no  definite  scale  of  remunera- 
tion in  force  or  prospect  of  increase  in  remuneration 
op  ground  of  efficiency  or  experience,  The  work  of 
Collectors  is  still  regarded  as  of  a contractual 
character  and  is  paid  for  as  such.  It  is  now  paid  at 
monthly  or  quarterly  intervals,  hut  it  is  clearly  laid 
down  by  the  Commissioners  of  Inland  Revenue  that 
these  are  simply  instalments  of  the  contract  amount 
awarded  for  the  year’s  work.  If  the  Collector  falls 
ill.  he,  himself,  has  to  pay  a deputy  to  carry  on  his 
duties,  No  provision  is  made  for  a Collector  while- on 
leave  or  holidays.  These  must  be  taken  as  and  when 
possible.  No  consideration  is  shown  for  the  number 
of  hours  that  are  worked  in  the  day,  or  even  the 
number  of  days  that  are  worked  in  a week.  Many 
Collectors,  to  cope  with  the  rush  of  work,  have  to 
devote  twelve  and  fourteen  hours  daily  for  weeks, 
and  with  little  variation  on  Saturdays  and  Sundays, 
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22.223.  (36)  Should  it  be  necessary  to  divide  a 
parish  for  collecting  purposes  on  account  of  an  in- 
crease in  the  number  of  assessments  arising  in  such 
parish,  the  Commissioners  of  Inland  Revenue  have 
power  to  carry  out  the  division,  but  in  that  event  the 
remuneration  attached  to  the  parish  is  also  divided  in 
like  proportion  to  the  division  of  assessments*.  No 
simdliar  procedure  is  followed,  so  far  as  is  known, 
by  any  other  body  (Government,  municipal  or 
commercial). 

22.224.  (37)  An  illustration  of  the  lack  of  apprecia- 
tion shown  by  the  Commissioners  of  Inland  Revenue, 
with  regard  to  the  extent  of  the  work  falling  on 
Collectors,  is  afforded  by  the  recent  revision  of 
remuneration  consequent  on  the  extension  of  the 
principle  of  payment  by  instalments  to  the  charges 
under  Schedule  A.  Hitherto,  Collectors  have  worked 
inordinately  long  hours  during  several  months  of  the 
year,  in  order  to  promptly  and  efficiently  secure  pay- 
ment of  the  tax.  They  have  relied  on  the  easier  time 
during  the  later  months  of  the  year  to  provide  the 
opportunity  to  build  up  the  wastage  of  human  energy 
and  to  recuperate  from  the  strain  of  the  earlier 
months.  The  Commissioners  of  Inland  Revenue  have 
erroneously  assumed  that  Collectors  will  be  able  to 
reproduce  in  the  J uly  collection  the  exceptional  efforts 
put  forth  in  the  January  collection  without  relaxation 
This  to  many  will  be  an  impossibility,  and  they 
thereby  have  imposed  upon  them  additional  clerical 
expenses  which  are  not  covered  by  the  increase  in 
the  remuneration  which  has  been  granted  by  the 
Commissioners  of  Inland  Revenue. 

22.225.  (38)  The  parish  being  tBe  unit  of  area,  it 
follows  that  in  most  country  districts  the  duties 
arising  therein  are  insufficient  to  require  the  whole 
or,  in  some  cases,  even  an  appreciable  part  of  the 
time  of  the  persons  appointed.  This  has  necessitated 
the  holding  of  other  appointments  or  the  following  of 
other  occupations.  This  state  of  affairs  also  exists  in 
some  of  the  larger  parishes,  due  to  the  insecurity  of 
tenure  provided  by  annual  appointments  and  the 
desire  on  the  part  of  the  Collector  to  maintain  a sheet 
anchor  .in  case  of  failure  to  be  reappointed. 

22.226.  (39)  While  the  parish  unit  may  have  been 
desirable  in  the  inception  of  the  tax,  on  account  of 
the  temporary  character  of  the  impost,  it  is  clear  that 
it  was  contemplated  that  in  practice  a larger  area 
would  be  found  on  occasion  to  be  necessary.  Little 
or  nothing  has  been  done  to  remedy  this  weakness, 
although  the  disability  has  long  been  apparent. 
Surveyors  of  Taxes,  under  the  direction  of  the  Com- 
missioners of  Inland  Revenue,  have  areas  assigned 
to  them  which  claim  their  whole  time.  A re-arrange- 
ment of  Collectors’  areas  could  be  made  to  have  the 
same  result. 

22.227.  (40)  The  time  allotted  to  a Collector  is 
frequently  not  sufficient  to  permit  of  the  prompt  and 
efficient  discharge  of  his.  duties  without  the  devotion 
thereto  of  inordinately  long  hours.  It  is  submitted 
that  the  date  fixed  by  the  Commissioners  of  Inland 
Revenue  for  rendering  accounts  should  be  calculated 
from  the  date  on  which  the  Collector  receives  the 
duplicate,  of  assessment. 

22.228.  (41)  The  powers  of  recovery,  either  by  dis- 
traint or  by  proceedings  in  the  High  Court,  are  in- 
adequate and  cumbersome,  and  the  responsibility  on 
the  Collector  who  has  to  distrain  without  further 
authority  is  very  severe,  and  he  is  liable  to  many 
pitfalls  caused  by  faulty  assessments. 

22.229.  (42)  In  the  cases  of  tenements  or  small 
property,  the  owner  (usually  non-resident)  is  liable 
for  the  tax  under  Schedule  A,  but  distraint  can  only 
be  made  on  the  property,  that  is,  on  the  goods  of  the 
tenants  who  pay  the  owner  an  inclusive  rent  to  in- 
clude all  rates  and  taxes. 

22.230.  (43)  Where  the  totali  amount  to  be  recovered 
does  not  exceed  £20,  the  scale  of  expenses,  as  fixed 
by  law,  must  not  exceed  3s.  for  levying  distress  and 
2s.  6d.  per  day  for  the  man  in  possession.  Collectors 
are  now  unable  to  secure  the  services  of  reliable  men 
at  these  rates. 

22.231.  (44)  Collectors  take  exception  to  the  grow- 
ing tendency  on  the  part  of  the  Commissioners  of 
Inland  Reyenue  through  their  Surveyors  to  unfairly 
interfere  with  the  work  of  collection.  Surveyors 


have  thereby  been  encouraged  to  make  demands  upon 
Collectors  for  which  they  have  neither  legislative 
or  administrative  authority. 

22,232.  (45)  It  is  not  intended  that  this  should  be 
construed  as  an  adverse  reflection  upon  Surveyors,  but 
as  a suggestion  that  the  characteristics  of  initiative, 
persistence  and  forcefulness,  which  it  is  desirable  and 
indeed  necessary  that  Collectors  should  possess  and 
exhibit  for  the  effective  execution  of  their  powers,  are 
just  those  which  are  calculated  to  make  them  restive 
and  little  amenable  to  instructions  and  directions 
which  are  frequently  issued  by  a Surveyor,  who,  in 
many  instances,  is  junior  in  years  and  experience 
to  the  Collector  whom  he  seeks  to  advise. 

22,233  (46)  There  is  no  one,  either  at  the  Head 
Office  of  the  Commissioners  of  Inland  Revenue  or 
among  their  Surveyors,  who  has  the  slightest,  per- 
sonal knowledge  of  the  work  and  responsibility  of 
Collectors  or  of  the  ramifications  and  details  of  their 
methods  of  Work. 

Recommendations. 

22.234.  (47)  That  the  limitations  of  the  existing 
Act  on  the  period  of  appointment  enjoyed  by  Col- 
lectors should  be  superseded  by  appointments  of  a 
more  permanent  and  .attractive  character  to  be  held 
at  the  will  and  pleasure  of  the  appointing  authority. 

22.235.  (48)  That  subject  to  the  interest  of  the 
present  holders  of  the  appointments  being  fully  safe- 
guarded, steps  should  be  steadily  and  persistently 
taken  to  secure  such  grouping  of  parishes  or  re- 
arrangement of  the  collecting  areas  as  will  in  the 
end  afford  full  time  occupation. 

22.236.  (49)  That  all  taxes  based  on  incomes  or 
profits,  whether  Income  Tax,  Super-tax,  Excess  Profits 
Duty  or  other  levies  charged  in  any  parish  or  col- 
lecting area  should  be  payable  to  one  Collector. 

22.237.  (50)  That  Collectors  should  be  paid  a salary 
without  liability  for  any  expenses  connected  with  the 
office. 

22.238.  (51)  That  provision  should  be  made  for  the 
later  years  of  a Collector’s  life  when,  after  many 
years  of  faithful  service,  the  powers  of  human  energy 
and  ability  fail.  If  this  cannot  be  granted  on  the 
basis  adopted  in  the  civil  service  generally,  it  should 
be  comparable  with  the  provision  made  for  Poor 
Law  officiate. 

22.239.  (52)  That  the  Commissioners  of  Inland 
Revenue  should  seek  direct  information  as  to  the 
operations  of  Collectors  and  take  advantage  of  their 
practical  experience  by  attaching  one  or  more  of 
them  to  their  staff  in  a directorial  capacity. 

22.240.  (53)  That,  having  regard  to  the  fact  that 
the  duplicates  of  assessments  provide  for  the  insertion 
of  the  amount  of  and  date  of  payment,  and  also  for 
a record  of  the  sums  uncollected  and  the  reasons 
for  non-payment  with  the  whole  correctly  balanced, 
it  should  be  sufficient  for  Collectors  to  certify  to  the 
correctness  of  same  without  the  necessity  of  preparing 
a separate  list  of  arrears. 

22.241.  (54)  That  the  expenses  of  distraint  should 
be  at  least  doubled. 

22.242.  (55)  That  the  power  to  take  summary  pro- 
ceedings— now  confined  to  the  recovery  of  quarterly 
assessments — should  be,  extended  to  include  all 
charges  appearing  in  any  duplicates  handed  to  Col- 
lectors, who  would  bv  this  means  be  provided . with 
an  alternative  to  that  of  distraint. 

[ This  concludes  the  evidence-in-chief  of  Mr.  Brown.] 

Evidenoe-in-chief  of  Mr.  J.  C.  Fergusson,  on  behalf 
of  the  Assessors  and  Collectors  for  the  City  of 
London. 

22.243.  I have  had  thirty  years’  experience  as  an 
Assessor  and  Collector  of  Income  Tax  in  the  City  of 
London,  and  am  appointed  by  my  colleagues  to  offer 
the  following  evidence  on  their  behalf.  A considerable 
portion  of  the  evidence  which  affects  Assessors  and 
Collectors  generally  has  been  given  by  Mr.  Brown. 
The  Collectors  for  the  City  of  London  have  asked  me 
to  put  forward  their  views,  as  they,  think  that, 
although  a small  body,  the  amount  of  duty  for  whose 
collection  they  are  responsible  entitles  them  to  be 
separately  heard  by  this  Commission.  In  view  of 
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Mr.  Brown’s  evidence,  I have  not  thought  it  neces- 
sary to  dilate  on  the  various  duties  of  the  Collectors, 
but  I give  from  the  point  of  view  of  an  Assessor  and 
Collector,  in  an  abbreviated  form,  a resume  of  the 
duties  which  in  the  course  of  the  year  he  is  called 
upon  to  perform.  I am  speaking  from  the  point 
of  view  of  an  Assessor  and  Collector  of  the  City  of 
London,  and  the  details  may  vary  from  those  of 
duties  undertaken  in  other  places,  more  especially 
in  smaller  towns  or  in  country  divisions.  Apart 
from  the  duties  of  an  Assessor  and  Collector,  I put 
forward  certain  suggestions  for  the  consideration  of 
the  Commissioners,  not  so  much  as  our  personal 
views,  but  as  expressing  the  opinions  we  have  formed 
as  a result  of  constant  association  with  the  public 
whose  grievances  we  hear  and  whose  suggestions  we 
receive. 

(1)  Appointment. 

22.244.  In  the  City  of  London  the  Assessor  also 
acts  ’ as  the  Collector.  He  is  appointed  annually  by 
the  General  Commissioners  for  a ward  or  wards. 
The  appointment  is  annual,  but  is  almost  invariably 
held  continuously,  and  many  of  the  present  officials 
have  held  office  for  over  20  years. 

(2)  Office  and  salary. 

22.245.  A fixed  remuneration  is  paid  in  respect  of 
the  work  as  Assessor  and  Collector,  out  of  which  the 
entire  cost  of  office  rental,  clerks’  salaries,  and  the 
various  expenses  incidental  to  the  office  are  borne. 
The  office  of  the  Collector  is  required  to  be  situated 
within  the  area  to  which  he  is  posted,  in  order  that 
he  may  be  easily  accessible  to  the  taxpayer,  his 
instructions  on  appointment  being,  “ it  is  his  duty  to 
consider  the  interests  of  the  taxpayer,  subject  to  the 
legitimate  interests  of  the  Crown.” 

(3)  Duties  as  Assessor. 

22.246.  As  the  heavy  clerical  work  and  responsibili- 
ties of  an  Assessor  may  not  be  fully  realized,  they 
are  set  forth  in  detail : 

(a)  14  List. — A list,  named  the  “ 14  list,”  must 
be  prepared  and  kept  up  to  date,  showing 
the  names  and  addresses  of  all  companies 
and  firms,  including  partners  and  em- 
ployees and  all  other  persons  liable  to 
assessment  under  Schedule  D,  and  it  is 
necessary  that  the  Assessor  should  have  a 


Schedule  D,  separate  books  prepared  for 
limited  companies  and  corporate 
bodies. 

Schedule  D,  separate  books  prepared  for 
firms  and  other  businesses. 

Schedule  D,  separate  books  prepared  for 
employees  under  Schedule  D. 

Schedule  E,  separate  books  prepared  for 
employees  under  Schedule  E. 

In  the  last  case,  the  figures  given  by  the 
company  on  the  form  46,  and  also  those 
returned  by  the  individual,  are  posted. 

(/)  Completed  returns. — The  completed  returns 
and  books  are  delivered  to  the  Commis- 
sioners, or  by  their  order  sent  to  the 
Surveyor  of  Taxes,  after  which,  where 
reliable  information  is  not  available  from 
accounts,  the  Assessor,  in  consultation 
with  the  Surveyor,  goes  through  the  books, 
agreeing  the  amount  on  which  duty  will 
be  charged,  subject  to  confirmation  by  the 
Additional  Commissioners.  In  the  case  of 
removals  the  Assessor  must  ascertain  the 
new  address,  and  note  it  in  the  assessment 
book.  Newcomers  into  the  ward  also  have 
to  be  noted  by  the  Assessor. 

( g ) Failure  to  render  returns. — Before  final  sub- 

mission the  Assessor  should  estimate  the 
income  in  all  cases  where  the  taxpayer  has 
failed  to  render  a return. 

( h ) Interviews  and  correspondence. — Practically 

throughout  the  year  much  of  the  Assessor 
and  Collector’s  time  is  taken  up  with 
interviewing  taxpayers,  who  seek  his 
advice  and  assistance  in  every  detail  con- 
nected with  the  compilation  of  then- 
returns — claims  for  relief  and  repayment, 
Excess  Profits  Duty,  Super-tax,  and  his 
ward  Schedule  A assessment.  In  spite  of 
the  explicit  notes,  the  present  forms  of 
return  appear  to  present  difficulty  to  the 
ordinary  individual. 

(i)  Notices  of  charge. — Notices  of  charge,  show- 

ing details  of  assessment  in  the  majority 
of  cases,  are  sent  to  the  Assessor ; these  he 
forwards  to  the  taxpayer  concerned,  not- 
ing every  case. 

(4)  Duties  as  Collector. 


thorough  knowledge  of  the.  district  in 
order  that  this  list  may  be  properly  pre- 
pared. 

(b)  Forms  of  return.— One  or  more  of  the  follow- 

ing forms  must  be  served  upon  those  tax- 
payers whose  names  appear  in  the  14 
list  • — - 

Form  1.  Upon  companies  and  firms. 

„ 11.  Upon  individuals. 

„ 8.  Upon  private  firms. 

„ 46.  Upon  companies  and  cor- 

porate bodies. 

” gg|upon  employees. 

„ 8a.  Upon  trustees  or  agents  for 

others. 

(c)  Church  door  notices. — On  the  7th  day  after 

issue  of  the  above  forms,  the  appropriate 
church  door  notices  are  required  to  be 
posted  in  the  ward. 

( d ) Examination  of  forms. — On  return  of  the 

forms  from  the  taxpayers  they  are  ex- 
amined, and  if  duly  completed  a record  of 
receipt  is  made  in  the  14  list  or  equivalent 
Schedule  E list.  If  incomplete,  they  are 
returned  with  a notification  as  to  what  i« 
required.  If  the  forms  are  not  returned 
within  21  days  reminders  are  sent  out. 

(r)  Assessment  books. — Books  containing  the 
names  of  every  person  liable  to  be  assessed 
are  prepared  yearly  by  the  Assessor,  the 
entries  being  based  upon  the  14  list  and 
returns  as  follows:  — 
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22,247.  (a)  Duplicates. — Books  called  duplicates  are 
received  from  the  Commissioners,  giving 
the  final  amount  of  assessed  duty  to  be 
collected  from  each  taxpayer.  From  the 
date  of  receipt  of  these  books  the  Assessor’s 
duties  as  Collector  begin. 

(b)  1st  demand  notes : 1st  instalment. — On 

receipt  of  the  duplicates  of  charges  a de- 
mand note  is  issued  for  the  payment  of  the 
instalment  due  on  1st  January. 

(c)  Interviews  and  correspondence. — For  soine 

weeks  especially,  and  generally  throughout 
the  year,  his  time  is  taken  up  with  inter- 
views and  correspondence  with  the  tax- 
payers, settling  differences  due  to  errors 
or  omissions  in  their  returns.  It  is  not 
exceptional  for  him  to  have  400  or  500 
such  interviews  in  the  months  of  January 
and  February,  as  frequently  the  taxpayer 
ignores  the  Notice  of  Charge,  only  becom- 
ing active  when  a demand  note  for  pay- 
ment reaches  him. 

(d)  2nd  demand  notes. — Twenty-one  days  after 

the  issue  of  the  1st  demand  notes,  a second 
demand  should  be  made  for  outstanding 
accounts. 

(e)  3rd  demand  notes  and  forms  102. — If  a 

second  demand  and  personal  application 
does  not  produce  the  desired  settlement,  a 
form  102  is  issued  and  sent  to  the  Sur- 
veyor of  Taxes.  This  procedure  transfers 
the  charge  on  the  taxpayer  to  his  private 
residence. 
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(/)  Demand  notes  for  2nd  instalment  and  addi- 
tional assessments. — In  addition  to  the  1st 
January  collection,  there  are  the  follow- 
ing:— 

(1)  March  additional  assessments. 

(2)  2nd  instalment  of  main  .assessment, 

due  1st  July. 

(3)  July  additional  assessments. 

(4)  Land  Tax. 

Each  of  these  collections  necessitate  similar 
procedure  as  above.  The  additional  assess- 
ments are  a frequent  source  of  annoyance 
and  confusion  to  the  taxpayer,  and 
generally  call  for  detailed  explanation. 

( g ) Property  Tax  and  Inhabited  House  Duty.— 

The  Collector  is  not  an  Assessor  for 
Schedule  A and  Inhabited  House  Duty, 
but  he  is  responsible  for  the  duty  arising 
under  that  head  in  his  ward,  and  he  also 
deals  with  the  enquiries  arising  therefrom. 

(h)  Procedure  as  to  payments. — Official  receipts 

are  issued  for  all  payments,  which  are  duly 
entered  in  an  analytical  cash  book  and 
posted  against  the  corresponding  charge  in 
the  duplicates.  All  moneys  collected  are 
paid  daily  into  the  bank.  In  the  City  of 
London  a very  large  amount  of  Income 
Tax  is  paid  in  advance;  the  Collector 
accepts  and  reports  payment,  although  he 
may  not  hold  a warrant  to  cover  the  duty. 

(i)  Appropriation  sheets. — Each  Wednesday  an 

appropriation  sheet  is  prepared,  being  a 
weekly  statement  of  the  daily  transactions 
of  collection.  This  is  forwarded  to  the 
Surveyor  of  Taxes,  and  shows  in  addition 
to  the  sums  collected ; full  details  of  any 
arrears  collected  after  schedules  of 
deficiencies  have  been  sworn ; full  details 
of  payments  made  in' advance. 

A short  summary  of  the  above  statement 
is  also  sent  to  the  Clerk  to  the  Commis- 
sioners. 

(j)  Relief  notes  and  amended  demand  notes.— 

Notices  are  received  from  the  Clerk  to  the 
Commissioners  when  an  assessment  has 
been  amended.  These  notices  are  treated 
as  credit  notes  and  recorded  in  the  dupl,  ■ 
cates. 

(k)  Schedules  of  arrears  and  deficiencies. — When 

called  upon,  he  submits  a schedule  of 
arrears  and  deficiencies  for  each  duplicate 
issued  to  him.  This  schedule  will  comprise 
in  detail  all  sums  not  collected,  whether 
due  to  relief  notes  (as  paragraph  4 (j)),  or 
duty  held  over  under  instructions,  or 
merely  unpaid  duty.  The  total  of  this 
schedule,  plus  the  cash  lodgments,  must 
balance  his  total  charge.  In  the  City  of 
London  an  enormous  amount  of  work  i* 
caused  owing  to  so  many  limited  com- 
panies failing  to  pay  all  or  part  of  fees 
due  to  their  directors.  It  is  necessary  to 
treat  the  Income  Tax  based  upon  these  fees 
as  arrears,  and  from  time  to  time  raise  the 
question  with  the  companies  as  to  whether 
the  fees  have  yet  been  paid.  I*’  many 
cases  it  takes  years  before  final  settlement 
can  be  made.  Although  schedules  of 
defaults  and  deficiencies  have  been 
delivered,  the  Collector  continues  the  col- 
lection, and  to  enable  him  to  do  this  r 
copy  of  all  payable  amounts  is  retained  bj 
him. 

Recommendations. 

(5)  Basis  of  assessment. 

22,248.  The  statutory,  income  of  the  current  fiscal 
vear  to  be  based  on  the  actual  in'ome  of  the  pre- 
ceding year.  It  is  realized  that  the  change  over  may 
involve  personal  hardships  in  many  cases,  but  we  feel 
that  a judicious  application  of  rule. 8 (1),  1918,  would 
meet  the  majority  of  hardships.  In  all  cases  where 
the  preceding  year’s  figures  cannot  be  ascertained  in 
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time  for  assessment,  an  estimate  based  on  the  last 
agreed  accounts  to  be  taken.  Any  adjustments  due 
can  be  made  as  soon  as  the  current  figure,  are  pro- 
duced. 

(6)  Return  form. 

22.249.  The  present  form,  No.  11,  accompanied  as 
it  is  with  a concise  epitome  of  the  Finance  Acts, 
should  present  no  difficulty,  but  in  practice  it  is 
found  that  the  majority  of  the  taxpayers  do  not 
grasp  the  intricacies  of  the  instructions.  If  the 
recommendations  of  this  basis  of  assessment  he 
approved,  we  consider  that  form  11  and  form  1 should 
be  retained,  only  in  a simpler  form.  One  form,  one 
signature,  is  advocated  to  serve  for  all  individuals 
for  Income  Tax  and  Super-tax  purposes. 

(7)  Partnerships. 

22.250.  Each  partner  in  a firm  to  be  separately 
assessed.  The  senior  partner  to  be  held  responsible 
for  the  return  and  its  appropriation.  Powers  of 
recovery  from  the  firm  should  be  retained. 

(8)  Directors'  and  trustees'  fees. 

22.251.  Tax  to  be  deducted  before  payment  at  the 
highest  rate.  Fees  could  be  treated  in  the  same  way 
as  dividends,  and  any  necessary  adjustment  could  be 
made,  in  the  general  returns  made  by  the  recipients, 
as  is  now  being  done  in  the  case  of  taxed  income. 
This  would  obviate  the  cause  for  the  complaints  at 
present  being  made — that  private  particulars  of 
liability  are  being  divulged  to  officials  of  the  various 
companies. 

(9)  Payment  of  duty. 

22.252.  The  Finance  Act  should  fix  the  rate  of  dis- 
count for  payment  in  advance,  and  vice  versa  interest 
for  late  payments.  Various  reasons  are  given  for  non- 
payment of  duty:  — 

1.  Funds  abroad,  and  rate  of  exchange  un- 

favourable. 

2.  Dividend  payments  due. 

3.  Assessment  on  appeal,  and  accounts  still  with 

the  auditors. 

4.  Excess  Profits  Duty  just  paid  (which  often 

means  that  this  duty  has  been  paid,  und«r 
discount,  with  money  rightfully  due  to  the 
Crown,  without  rebate,  for  ordinary  In- 
come Tax). 

5.  Duty  is  not  due  before  April  5th,  and  you 

cannot  legally  recover  before  that  date. 

The  Crown  allows  discount  for  Income  Tax, 
Schedule  D,  if  paid  before  the  due  date,  at  the  rate 
of  2£  per  cent,  per  annum  for  the  period  paid  in 
advance,  but  the  discount  for  similar  advance  pay- 
ments in  Excess  Profits  Duty  is  at  a higher  rate. 
Representations  have  been  made  that  Income  Tax 
is  not  fairly  collected,  owing  to  the  delay  in  obtain- 
ing payment  in  some  cases.  Two  firms  competing  in 
business,  one  pays  in  January,  the  other  refuses  to 
pay  until  April,  the  latter  having  the  use  of  money 
due  to  the  Crown  for  three  months  or  more,  longer 
than  the  former.  A liability  to  interest  would  correct 
this. 

When  a notice  of  appeal  has  been  lodged,  the 
Collector  receives  a form,  41b,  this  being  an  authority 
not  to  collect  without  further  instructions.  It  is 
noticed  that  appeals  are  sometimes  lodged  but  net 
proceeded  with,  whereby  the  Crown  stands  out  of 
the  duty  for  a considerable  time.  It  is  suggested 
that  interest  should  be  chargeable,  or  the  present 
legal  right  of  enacting  full  duty  to  he  paid  before 
the  appeal  is  heard  should  be  enforced. 

22,253.  Tt  is  understood  that  proposals  have  been 
made  for  changing  the  present  system,  to  the  effect 
that  an  Assessor  and  Collector  of  taxes  should  he 
relieved  of  his  duties  as  Assessor,  and  the  wo’k  of 
assessment  be  placed  in  the  hands  of  the  Crown 
Surveyor  or  Inspector  of  Taxes. 

In  theory  this  proposed  change  may  appear  round, 
yet  in  practice  many  objections  present  themselves. 
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That  personal  touch  which  has  been  present  between 
the  Assessor  and  taxpayer,  and  has  proved  of  such 
great  advantage  both  to  the  Crown  and  the  taxpayer, 
would  cease  to  exist.  It  is  largely  owing  to  the 
personal  touch  that  the  collection  and  assessing  has 
been  carried  on  with  smoothness  and  satisfactory 
results  in  the  City  of  London.  The  majority  of 
assessments  are  upon  individuals  who  cannot  com- 
'mand  the  services  of  accountants.  City  Surveyors  are 
more  than  fully  occupied  as  it  is,  and  the  duty  of  deal- 
ing with  this  large  class  of  taxpayers  would  fall  upon 
their  subordinates.  The  taxpayer  would  be  unable  to 
see  the  Surveyor  personally,  and  although  we  know 
that  his  subordinates  are  generally  most  efficient  and 
courteous,  yet  the  taxpayer  would  labour  under  the 
grievance  that  he  was  too  unimportant  for  the 
Surveyor’s  personal  attention.  This  feeling  exists  at 
present,  and  would  be  accentuated. 

In  the  interests  of  the  taxpayer  we  consider  that 
too  much  power  should  not  be  vested  in  one  official, 
and  it  is  advisable  that  the  Assessor  and  Survevor 

(This  concludes  the  evidence-in-chief  of  Mr. 

Fergusson.'] 

22.254.  Mr.  Kerly : Gentlemen,  you  represent  the 
Assessors  and  Collectors  of  Government  Taxes. 
Mr.  Fergusson,  I understand,  specially  represents 
the  City  Collectors? — (Mr.  Fergusson)  : Yes. 

22.255.  Mr.  Fisher  comes  from  Liverpool? — (Mr. 
Fisher) : Yes. 

22.256.  And  Mr.  Brown,  you  will  tell  me  where  you 
come  from? — (Mr.  Brown)-.  London. 

22.257.  You  are  also  a Londoner,  Mr.  Brown? — Yes. 

22.258.  We  have  had,  of  oourse,  a good  deal  of 
evidence  about  the  matters  you  deal  with,  but  you 
are  able  to  make  a number  of  practical  suggestions, 
for  which  we  are  obliged.  I will  take,  if  you  please, 
Mr.  Fisher’s  paper  first.  Mr.  Fisher,  you  set  out 
the  duties  of  an  Assessor? — (Mr.  Fisher):  Yes. 

22.259.  I want  to  put  this  to  you.  You  are  quite 
aware  that  suggestions  have  been  made  that  the 
Assessor’s  work  should  be  transferred  to  the  Sur- 
veyor?— Yes. 

22.260.  You  have  no  doubt  seen  the  evidence,  and 
you  have  seen  that  suggestion? — Yes,  I have. 

22.261.  The  suggestion  is  made  on  this  ground.  It 
is  said  that  practically  the  work  is  done  by  the  Sur- 
veyor; that  the  Assessor’s  work  is  to  a great  extent 
formal  on  clerical,  that  the  discretion  and  judgment, 
and  so  on,  is  exercised  by  the  Surveyor ; and  it  is 
suggested  that  there  would  be  a saving  of  unnecessary 
duplication  of  work  if  the  nominal  duty,  as  well  as 
the  practical  work,  is  thrown  upon  the  Surveyor. 
Now,  you  have  given  us,  in  your  paper,  the  duties 
of  the  Assessor,  and,  so  far  as  I can  see,  a large 
number  of  them  are  of  a formal  character? — Yes. 

22.262.  Would  you  like  to  say  anything  to  us 
generally  on  the  suggestion  that  I have  made  to  von  ? 
—I  think  I might  speak  on  the  position  of  Assessors 
as  local  officers,  bearing  in  mind  the  fact  that  the 
hulk  of  the  taxpayers  are  the  smaller  traders  and 
people  in  employment.  The  Assessor  is  the  only  man 
who  comes  in  close  touch  and  contact  with  them. 

22.263.  You  sav  that  the  Assessor  has  special  advan- 
tages in  the  performance  of  his  duty,  from  his  local 
knowledge  and  his  knowledge  of  the  taxpayer? — Yes. 

22.264.  Is  there  anything  further  you  wish  to  say 
on  that? — The  point  1 wished  to  make  was  that  it 
was  the  Assessor  who  comes  in  close  touch  with  the 
majority  of  the  taxpayers.  His  first  duty  in  the 
preparation  of  a list  is  one  that  needs  discretion  and 
the  use  of  his  local  knowledge  in  selecting ; he  must 
know  his  area  and  know  the  people  that  are  in  it, 
so  that  he  can  put  them  in.  Then  there  is  the  advan- 
tage to  the  Crown,  in  that  when  he  does  that,  it 
brings  in  cases  which  otherwise  would  lie  missed. 
This  has  been  found  already  in  the  Isle  of  Man.  with 
their  new  Income  Tax.  Only  this  Inst  year  T heard 
rf  a small  place  there  where  a local  man  had  been 
asked'  if  he  would  suoply  a list  of  traders  likely  to 
li1'  liable,  and  of  residents  likely  to  he  liable,  because 
It.  bad  been  found,  in  the  last  venr’s  working,  that 
there  were  many  people  omitted  from  the  list  as  it 


had  been  worked.  Then,  as  regards  making  in- 
quiries ; the  Assessor  is  used  by  the  Surveyor  to  make 
inquiries,  and  to  supply  him  with  information  in 
settling  cases,  or  in  dealing  with  claims,  or  obtaining 
the  information  necessary  for  him  to  decide  in  cases 
of  appeal  as  to  whether  there  is  liability  or  not,  as 
to  the  man’s  position  and  standing.  But  I think  the 
advantage  to  the  public  of  the  present  system  is, 
that  the  public  can  come  to  a man  who  is  on  the  spot, 
who  knows  the  history  of  the  businesses,  who  knows 
the  people  himself — a man  whom  the  public  can 
approach,  and  from  whom  they  can  receive  advice 
and  help.  That  is  of  great  value  to  the  public 
generally.  I know  that  in  our  city,  where  there  are 
three  of  us,  for  practically  three  months  of  the  year 
we  are  seeing  the  public  all  day  long,  advising  them 
on  their  forms,  telling  them  how  they  should  draw 
them  up,  hearing  their  difficulties,  explaining  to 
them  and  helping  them  generally  to  get  through  what 
is  to  them  a very  difficult  matter.  Because  the  forms 
are  most  complex  to  the  uneducated  man.  The  in- 
structions with  the  forms,  certainly,  are  very  com- 
plete; they  are  very  helpful  to  a man  who  does  not 
need  them,  but  to  the  public  generally  they  add 
materially  to  the  oonfusion,  and  we  find  they  come 
in  and  tell  us  that  they  cannot  understand  them, 
and  ask  what  they  must  do? 

22,265.  So  far  as  you  suggest  that  there  should  be 
some  officer  to  whom  the  public  can  resort  for  assist- 
ance and  advice,  of  course,  we  all  agree.  Is  there 
any  reason  Why  the  Surveyor  should  not  do  that  as 
well  as  the  Assessor? — Yes,  I think  so.  As  a matter 
of  fact,  the  people,  when  they  apply  to  the  Surveyor’s 
office,  are  not  able  to  see  the  Surveyor,  and  they 
complain  that  they  do  not  get  the  attention  that  they 


22.266.  You  mean  because  the  Surveyor  is  too  busy? 

— The  Surveyor  is  too  busy.  , 

22.267.  Now,  leaving  that  point,  you  come  from 
a great  town,  Liverpool,  where  the  work  is  very  well 
done? — Thank  you,  sir,  for  the  compliment. 

22.268.  And  you  have  separate  Assessors  and  Col- 
lectors there? — We  have. 

22.269.  That  is  not  common  over  the  country 
generally? — No.  It  occurs  in  Scotland  and  in  one 
or  two  places  in  a smaller  way. 

22.270.  I want  to  test  what  you  say  about  the 
advantage  of  local  knowledge.  Do  you  suggest  that 
in  a great  town  like  Liverpool  it  is  possible  for  the 
Assessor  to  have  any  real  personal  knowledge  of  any- 
thing but  a tithe  of  the  number  of  persons  to  be 
taxed? — I think  so,  from  observation. 

22.271.  Do  you  really  think  that  he  has  a useful 
personal  knowledge  of  a large  number  of  the  people 
who  have  to  pay  taxes?— Emphatically. 

22.272.  You  suggest,  throughout  your  paper,  that 

the  Assessors  have  been  starved— and  they  seem  to  be 
paid  very  insufficient  remuneration  for  really  valu- 
able work — and  they  have  suffered  under  a.  great 
many  difficulties  in  the  past.  Notwithstanding  that, 
do  you  think  they  have  been  efficient  for  the  work 
that  you  have  indicated  ?— There  have  been  varying 
degrees  of  efficiency.  . . „ T 

22.273.  Varying  from  competency  to— nothing?' — lo 
practically  a 'poor  service;  but  I think  you  would 
i ecognize  the  position  if  you  had  a list  of  the  amounts 
o remuneration  paid  for  assessing  work.  Perhaps 
1 might  just  give  one  case,  of  a man  who  is  Assessor 
of  eight’  country  parishes.  He  prepares  lists  and 
serves  forms  in '400  oases;  he  examines  those  forms 
and  gets  them  back  and  sends  them  in  ; he  attends 
two  Commissioners’  meetings,  to  receive  and  deliver 
the  forms,  at  a place  five  miles  away  from  his  home 
He  tells  me  he  needs  to  keep  a pony  and  trap  to  eel 
about  his  district.  His  remuneration  is  36s.  6d. 
Now  that  is  typical  of  the  remuneration  paid  m the 
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92  275  Mr.  Kerly:  Does  he  do  the  work  of  collect- 
ing taxes?— He  is  the  Collector  of  taxes  as  well. 

22,276.  "What  does  he  get  as  Collector?— I do  not 
1,  jow,  but  it  would  be  a small  amount. 

22  277.  That  seems  to  be  wholly  insufficient?— Then 
if  I may  go  to  another  class  of  area— urban  areas 
close  to  large  towns,  on  the  outskirts  of  large  towns. 
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where  there  are  works  and  trading  areas ; I have  one 
in  mind  where  there  are  about  3,000  or  4,000  entries 
in  the  Assessor’s  list.  He  issues  those  forms  and 
examines  them,  and,  to  my  certain  knowledge,  he 
does  the  work  well.  He  is  engaged  in  inquiry  work 
practically  all  the  year  round,  because  it  is  an  area 
where  there  is  constant  change.  His  remuneration 
is  £50  a year. 

22.278.  Is  he  also  a Collector? — He  is  a Collector. 

22.279.  What  does  he  get  as  Collector? — He  is  Col- 
lector for  the  ordinary  assessments  and  Collector  for 
the  quarterly  assessments ; he  would  get  £500,  prob- 
ably, for  the  general  assessments. 

22.280.  You  must  take  the  two  things  together, 
must  you  not? — The  Board  have  always  kept  them 
separate. 

22.281.  In  judging  whether  it  is  worth  a man’s 
while,  you  must  take  the  whole  pay  he  gets,  must  you 
not,  if  the  offices  are  in  fact  united? — They  have 
always  been  treated  and  regarded  as  separate. 

22.282.  Now  I want  to  ask  you  a question  about 
paragraph  34.  You  suggest  that  the  Assessors  should 
have  suitable  instruction  books.  Do  you  think  that 
the  majority  of  Assessors  are  capable  of  making  use 
of  elaborate  instruction  books? — In  all  towns,  cer- 
tainly. Have  you  seen  the  instruction  book  that  the 
Assessor  receives?  May  I submit  it  to  you? 

22.283.  Certainly.  ( Book  handed,  in.)  You  sug- 

gest that  these  are  insufficient? — Very  insufficient; 
very  inadequate. 

22.284.  I understand  it  is  your  view  that  the  urban 
Assessors  would  be  capable  of  making  use  of  a more 
elaborate  document? — Yes,  certainly.  May  I suggest 
that  in  many  cases,  prior  to  the  establishment  of  the 
Surveyors’  clerks,  many  Surveyors’  clerks  became 
Collectors,  and  they  have  theoretical  knowledge  just 
the  same  as  in  the  Surveyor’s  office,  and  they  are 
fully  capable  of  understanding  the  whole  of  the  in- 
structions for  the  proper  working  of  the  Income  Tax 
Acts. 

22.285.  I should  like  to  know  whether  the  case  of 
the  competent  Assessor,  who  might  profit  by  such  a 
book  as  you  suggest,  is  not  a very  unusual  one,  taking 
the  country  throughout  ? — The  bulk  of  the  taxpayers 
are  dealt  with  by  those  Assessors,  because  they  are 
the  men  in  the  large  centres. 

22.286.  You  are  not  quite  answering  my  question. 

I asked  you  whether,  taking  the  Assessors  throughout 
the  country,  the  bulk  of  them  would  be  capable  of 
using,  or  would  in  fact  use,  more  elaborate  instruc- 
tions?— Not  in  the  country  areas,  but  in  the  town 
areas,  certainly. 

22.287.  It  seems  an  obvious  step,  and  certainly  a 
very  inexpensive  one,  to  supply  the  workman  with 
the  best  tools  which  he  is  capable  of  using  ? — We  have 
always  contended  that. 

22.288.  There  are  many  of  your  questions  which 
need  no  discussion,  because  some  of  them  are  ob- 
viously reasonable,  and  others  we  have  had  discussed 
a great  deal  already.  Will  you  turn  to  paragraph 
52?  You  suggest  an  earlier  commencement  of  the 
year’s  work.  That  and  a good  many  of  your  other 
suggestions  might  be  carried  out  by  the  Inland 
Revenue  making  appropriate  rules  for  the  purpose? 
—I  do  not  think  so. 

22.289.  Do  you  think  that  legislative  changes  are 
necessary  ?— Legislative  changes  are  necessary  which 
will  permit  the  Assessor’s  appointment  to  be  per- 
manent. At  the  present  time  he  is  appointed  in 
April,  between  the  5th  and  the  15th,  and  legally  he  is 
not  supposed  to  commence  his  work  until  he  is  ap- 
pointed. I have  heard  of  a case  where  the  forms  were 
ready  to  be  handed  to  the  Assessor  and  were  with- 
held ; he  was  not  permitted  to  receive  them  until  he 
had  been  appointed,  and  that  was  in  the  case  of  a man 
who  had  been  Assessor  in  the  preceding  years,  and 
therefore  had  made  the  necessary  declaration  of 
secrecy  and  good  service  in  the  earlier  years. 

22.290.  It  seems  obviously  foolish  to  make  those 
appointments,  which  are  in  fact  continuous, 
nominally  annual? — Yes. 


22.291.  The  appointment  is  at  present  made  by  the 
Local  Commissioners? — Yes,  by  the  General  Com- 
missioners. 

22.292.  Do  you  think  it  would  be  an  improvement 
if  the  appointment  were  put  in  the  hands  of  the  In- 
land Revenue? — Personally,  I come  from  a town 
where  the  system  of  appointment  under  the  Local 
Commissioners  has  been  a thorough  success. 

22.293.  At  present  the  Inland  Revenue  appoint  a 

considerable  number  of  the  Assessors,  do  they  not? 

No,  not  one. 

22.294.  It  is  the  Collectors;  I beg  your  pardon. 
They  appoint  a quarter  of  the  Collectors,  do  they 
not? — Yes. 

22.295.  Then  I suppose  the  Local  Commissioners 
generally  appoint  those  Collectors  as  Assessors,  too? 
— As  a rule.  They  do  not  in  Liverpool. 

22.296.  We  understand  that  Liverpool,  and  perhaps 
some  Scotch  towns,  are  quite  exceptional? — And  that 
is  the  reason  for  our  offering  the  suggestion  that  the 
same  principle  should  be  extended  to  all  large  towns. 

22.297.  Now  with  regard  to  your  recommendations. 
I think  they  are  sufficiently  clear;  I do  not  think  T 
need  to  ask  you  anything  specifically  about  those.  I 
will  take  next  Mr.  Brown,  if  you  please.  I only  want 
to  ask  a couple  of  questions.  In  paragraph  6,  you 
say:  “The  remuneration  is  arrived  at  by  methods 
only  known  to  the  Commissioners  of  Inland  Revenue 
and  their  officers,  who,  in  no  case,  have  any  personal 
knowledge  or  connection  with  the  work  involved.  It 
has  to  bear  all  the  expenses  incidental  to  the  office, 

such  as  rent,  clerical  assistance  ” — and  so  on “ the 

remuneration  being  calculated  without  reference  to 
or  consideration  of  these  charges,  which  naturally 
vary  according  to  the  situation  of  the  collecting 
area.”  Is  it  your  view  that  the  Assessors  and  Col- 
lectors, where  the  offices  are  united,  are  generally 
underpaid? — (Mr.  Brown):  It  is. 

22.298.  How  do  you  suggest  a proper  remuneration 
should  be  arrived  at  for  any  given  district? — That 
the  present  contractual  character  of  the  remunera- 
tion should  give  place  to  that  of  a salary  commen- 
surate with  the  duties  performed  by  the  Assessors  and 
Collectors. 

22.299.  You  say  the  Inland  Revenue  do  not  know 
what  the  duties  are.  How  are  they  to  ascertain 
them?  I want  a practical  answer  to  it;  how  are  the 
Inland  Revenue  to  ascertain  ? — By  closer  intercourse 
with  the  Collectors  themselves,  and  association  with 
Collectors. 

22.300.  From  that  point  of  view,  it  would  be  much 
better,  would  it  not,  that  the  Inland  Revenue  should 
appoint  the  officer? — If  the  present  conditions 
remain,  it  would  not  be  so.  If  the  conditions  of  ser- 
vice were  such  that  they  were  attractive,  it  follows 
that  the  appointments  by  the  Board  would  be 
desirable. 

22.301.  You  say  that  the  public  regard  the  Col- 
lector as  the  one  human  element  in  the  Revenue 
machinery.  Why  is  that?  What  do  you  mean  by 
that? — If  I might  be  allowed  to  speak  of  the  Assessor 
and  Collector  as  one  man,  the  public  know  him  from 
the  beginning  to  end  of  the  proceedings.  He  has 
been  a considerable  time,  as  a rule,  in  the  district, 
and  his  help  is  sought  by  them.  They  know  him  as 
an  individual  in  the  locality,  and  they  feel  that  they 
are  known  also -personally  to  him,  and  that  they  are 
not  regarded  as  mere  numbers  or  files  to  be  dealt 
with.  We  continually  have  the  taxpayers  calling 
upon  us  first,  before  they  will  proceed  to  a Surveyor’s 
office,  with  a view  to  adjustment  of  any  assessment 
they  may  consider  inaccurate. 

22.302.  The  point  is  that  the  Collector  is  relatively 
permanent  and  locally  resident? — That  is  so.  The 
Surveyor  and  his  officers,  of  course,  are  moved  about 
with  great  frequency,  and  do  not  become  personally 
known  to  the  majority  of  the  taxpayers  in  their 
districts. 

22.303.  Of  course,  if  you  gave  Collectors  and 
Assessors  substantial  salaries,  and  increased  their 
areas  so  as  to  give  them  a substantial  amount  of  work 
in  the  country  districts,  for  instance,  you  would  in 
some  degree  lose  the  advantage  of  local  knowledge? — 
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The  grouping  of  areas  would  not  have  that  effect, 
because  they  would  never  increase  to  the  size  of  the 
districts  now  administered  by  Surveyors  of  Taxes. 
Assessors  and  Collectors  would  still  retain  that  local 
knowledge,  only  over  a more  extended  area. 

22  304.  Then  you  say  there  is  no  one  at  all  at  the 
head'  office  of  the  Commissioners  of  Inland  Revenue 
or  amongst  their  Surveyors  who  has  the  slightest 
personal  knowledge  of  the  work  and  responsibility  of 
the  Collectors.  If  that  be  true,  that  is  very  undesir- 
able, is  it  not,  that  the  ultimate  taxing  authority, 
and  particularly  the  Surveyor  to  whom  questions  arc 
referred,  should  not  know  how  the  work  is  done? — 

I am  referring  there  to  the  practical  work  of  Col- 
lectors and  the  ramifications  and  peculiarities  of  their 
duties.  In  that  connection,  in  regard  to  questions 
of  detail,  I do  maintain  the  point  that  there  is  no 
close  association  between  the  officers  of  the  Board  of 
Inland  Revenue  and  the  Collectors  who  are  respon- 
sible for  the  collection  of  the  duties. 

22.305.  With  that  no  doubt  you  take  your  recom- 
mendation that  the  Inland  Revenue  should  seek 
direct  information  as  to  the  operation  of  Collectors 
and  take  advantage  of  their  practical  experience  by 
attaching  one  or  more  of  them  to  their  staff  in  a 
directorial  capacity.  Do  you  think  that  would  be 
a desirable  change? — I think  it  would  be  very  desir- 
able to  secure  greater  efficiency  among  the  Collectors, 
and  it  would  be  an  advantage  to  the  Revenue  and 
the  administration  if  it  had  closer  knowledge  of  the 
detail  work  and  peculiarities  that  arise  in  the  work 
of  the  Collectors. 

22.306.  Do  you  mean  that  there  should  be  attached 
to  the  Inland  Revenue  in  some  way  an  inspecting 
Collector,  who  should  go  round  and  see  how  things 
are  going  on  in  different  Collectors’  offices? — That 
would  be  desirable. 

22.307.  It  could  not  be  done  in  any  other  way, 
could  it,  to  arrive  at  the  result  that  you  suggest 
in  your  paragraph  52? — That  is  a logical  step  that 
would  be  desirable. 

22.308.  It  would  be  perfectly  useless  to  take  an  odd 
man,  say,  from  Wareham — a name  that  occurs  to 
me— who  has  been  a Collector  or  Assessor  there,  and 
bring  him  up  to  Somerset  House.  You  would  not 
improve  things  in  that  way,  would  you? — No;  the 
natural  step  should  follow. 

22,809.  Mr.  Fergusson,  is  there  anything  that  you 
desire  to  add  on  general  points  to  the  evidence  that 
has  already  been  given  ? Of  course  we  have  your 
evidence  here,  and  those  of  us  who  have  not  already 
done  so  will  read  it? — (Mr.  Fergusson ):  Speaking 
as  an  Assessor  in  the  City  of  London,  our  offices,  as 
no  doubt  is  the  case  with  other  offices,  are  situated 
in  the  middle  of  the  ward.  Taxpayers  come  to  us  in 
very  great  numbers  in  preference  to  going  to  the 
Crown  Surveyor,  because  he  is  at  a distance,  and  if 
the  taxpayer  goes  there  he  is  quite  unable  to  see  the 
Surveyor,  because  the  Surveyor  is  too  busy.  He 
probably  sees  very  often  somebody  who  has  not  been 
there  very  long,  and  he  does  not  get  the  satisfaction 
that  he  wants ; and  although  we  send  him  down  there 
very  often  and  say:  “Oh,  you  had  better  go  and  see 
the  Surveyor  about  this,”  he  will  come  back  to  us, 
and  we  have  to  deal  with  the  matter  ourselves.  Tn 
fact  it  happens  so  often,  in  the  majority  of  cases, 
questions  are  answered  in  our  offices,  and  if  any 
returns  are  wrong  or  any  alteration  is  required  we 
do  it.  We  do  it  by  correspondence,  in  this  way. 
The  taxpayer  will  call ; we  will  ask  him  what  it  is,  or 
he  will  tell  us  exactly  what  he  has  come  about.  We 
then  write  a note  to  the  Surveyor,  if  we  have  not 
got  the  particulars  before  us ; because  we  have  only 
got  a copy  of  the  amounts  that  a taxpayer  has  to 
pay;  we  have  none  of  the  particulars;  if  we  had  it 
would  be  much  easier.  1 will  send  that  note  to  the 
Surveyor  and  get  the  reply  back  in  24  hours.  T will 
then  Avrite  to  the  taxpayer  and  explain  the  matter, 
and  he  will  pay.  It  happens  that  in  1916-17  I kept 
a diary  of  the  callers  that  called  on  me  Avith  questions 
that  I could  not  answer  without  getting  information 
from  the  Surveyor.  In  i916-17  I kept  a note  of  392 
callers.  Of  course  there  Avere  many  more  that  I 
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dealt  with  in  the  office,  but  in  the  case  of  the  392 
callers  I sent  down  and  asked  for  the  particulars 
that  the  taxpayers  wanted.  I got  the  ansAvers  back, 
and  they  were  all  settled  in  a very  short  time  and 
the  duty  paid.  If  those  392  people,  together  with 
all  the  others  that  had  come  to  see  me,  and  that 
I had  settled  the  cases  for,  had  gone  down  to  the 
Surveyor  he  could  never  deal  with  them. 

22.310.  The  inference  that  suggests  itself  to  me 
is  that  you  ought  to  have  been  in  the  Surveyor’s 
office? — It  would  be  a great  convenience  if  we  were 
nearer  one  another. 

22.311.  Next  door? — Even  next  door.  It  would  bo 
a great  convenience  to  the  taxpayer,  and  it  would  be 
of  very  great  assistance  to  me. 

22.312.  In  substance  you  lay  stress  on  the  same 
point  as  the  other  gentlemen.  You  say : for  the 
assistance  of  the  taxpayer  we  want  someone  who  is 
local  and  someone  who  is  permanently  there  so  that 
they  may  get  to  know  him? — And  somebody  who  is 
sympatnetic. 

22.313.  Mr.  Kerly : Yes,  we  assume  that. 

22.314.  Sir  J.  Harmood-Banner : May  I ask,  just 
to  make  it  clear  to  myself,  do  the  Collectors  collect 
under  Schedule  A as  well? — Yes,  they  do. 

22.315.  So  that  in  addition  to  the  remuneration 
under  Schedule  D they  will  get  a remuneration  under 
Schedule  A as  well? — No.  In  the  City  a lump  sum 
is  paid  to  us  for  everything. 

22.316.  Is  that  so  in  the  provinces  as  well? — 
(Mr.  Fisher)  : As  Collectors.  There  is  separate  re- 
muneration as  Assessors. 

22.317.  Under  Schedule  A? — Schedule  A assess- 
ment occurs  very  infrequently.  In  the  old  days  it 
used  to  occur  every  three  years.  Then  it  got  to  five 
years,  but  1910  was  the  last  re-assessment  Avhen  the 
local  Assessors  had  work  on  the  Schedule  A assess- 
ment. Before  that  there  was  an  interval  of  seven 
years. 

22.318.  Do  the  Collectors  under  Schedule  A get 
paid  separately  or  in  a lump  sum,  which  covers 
everything  ? — (Mr.  Brown ) : They  receive  one  sum, 
but  if  they  collect  the  tax  for  the  quarterly  assess- 
ment there  is  separate  remuneration  for  that.  There 
is  no  distinction  between  Schedules  A,  B,  D and  E. 

22.319.  I am  quite  aware  how  well  the  work  is 
done  in  Liverpool.  There  is  so  much  to  do  there 
that  they  naturally  have  nothing  to  do  with  the 
business  of  collecting  rates,  but  in  the  country  do 
not  some  of  the  same  Assessors,  in  addition  to  doing 
this  work,  also  act  as  rate  collectors? — (Mr.  Fisher): 
Yes. 

22.320.  And  Poor  Rate  collectors? — As  assistant 
overseers  and  Poor  Rate  collectors  and  often  enough 
as  schoolmasters. 

22.321.  So  that,  speaking  about  remuneration — 
and  we  all  admit  there  ought  to  be  proper  remunera- 
tion for  services — in  the  country  they  are  a combina- 
tion of  officials,  and  they  get,  I suppose,  a combination 
of  payments? — Yes,  but  we  have  a feeling  sometimes 
that  they  collect  taxes  almost  from  patriotic  motives. 
I have  come  across  many  country  Collectors  (this  was 
three  years  ago)  where  the  remuneration  Avas  only 
about  £10.  Naturally  it  should  have  gone  up  now 
because  of  the  alteration  in  Schedule  B and  the 
double  collection ; the  remuneration  should  have  in- 
creased. That  is  one  difficulty  that  we  hear  from 
very  many  Collectors  at  the  present  time — that  with 
the  increased  work  a corresponding  increase  in  re- 
muneration lias  not  been  made. 

22.322.  This  does  not  apply  to  London  and  Liver- 
pool and  such  towns ; it  is  only  in  the  country  places 
Avhere  the  combined  business  of  schoolmaster  and 
Collector,  Schedule  A,  and  Schedule  D.  all  come 
under  one  heading? — It  AA-ould  apply  to  all  cases  of 
Collectors,  because  of  the  two  instalments,  and  collec- 
tions taking  place  twice  now. 

22.323.  It  applies  to  London  and  Liverpool  as  AA-ell 
as  to  country  places? — Yes,  it  does. 

22.324.  Then  the  only  other  thing  I would  like  to 
ask  is  this.  There  is  a sort  of  general  idea  that  the 
Collectors  get  a bigger  remuneration  if  they  get  the 
money  in  in  January  and  February  than  if  they  are 
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more  merciful  and  let  it  stand  over  till  March  or 
April.  Is  there  anything  in  that  statement ? — {Mr. 
Brown)  : The  only  basis  tor  such  a suggestion  is  now 
non-existent,  but  it  was  quite  the  reverse;  if  the 
Collector  did  not  secure  certain  percentages  in  the 
months  of  January  and  February  and  so  on,  his  re- 
muneration was  entirely  stopped,  if  he  did  qualify 
according  to  a certain  arbitrary  scale  his  remunera- 
tion was  paid  to  him  practically  on  the  same  basis. 
But  the  Board  of  inland  Revenue  now  pay  all 
Assessors  and  Collectors  regular  monthly  instalments 
of  the  lump  sum  that  they  award  to  them  for  a year. 
They  still  do  not  enjoy  a salary. 

22.325.  So  there  is  no  truth  in  the  suggestion  now 

that  excessive  pressure  is  put  on  generally  at  the  end 
of  February,  that  you  must  pay  before  the  end  of  the 
month,  and  that  a message  was  sent  out  to  every- 
body : “ you  must  let  me  have  this  money  by  the  end 
of  the  month  ’ ’ ? — There  is  one  point  that  does  aif ect 
the  taxpayer 

22.326.  There  is  nothing  in  the  shape  of  extra  re- 
muneration for  early  collection  or  heavy  pressure  P 

There  is  no  financial  benefit  to  any  Collector,  but 
attention  has  been  drawn  to  the  fact  that  according 
to  the  Collector’s  area  and  number  of  charges  to 
duty,  so  his  date  for  closing  his  acoounts  varies.  The 
result  is  that  in  the  small  areas  a taxpayer  who, 
fortunately  or  unfortunately,  happens  to  be  located 
there,  through  pressure  in  the  Department  has  to 
pay  his  tax  at  a much  earlier  date  than  is  necessary 
according  to  the  regulations  in  the  larger  areas.  In 
small  areas  the  Collectors  must  be  clear  by  the  28th 
February,  but  in  a large  city  or  urban  district  they 
have  twice  as  long — to  the  30th  April.  There  are 
some  who  have  to  close  their  accounts  by  the  31st 
March.  To  comply  with  these  regulations  the  Col- 
lectors must  bring  pressure  to  bear  upon  the  tax- 
payers at  varying  times. 

22.327.  If  there  was  a whole- time  appointment, 
would  not  that  interfere  with  the  collection  of  the 
other  taxes;  would  it  not  interfere  with  the  position 
of  the  man  who  occupies  the  joint  appointment  of 
schoolmaster  and  rate  collector? — Our  point  is  that 
the  changes  in  the  methods  of  collection  by  instal- 
ments and  quarterly  assessments  have  made  greater 
demands  upon  the  time  of  those  Collectors  who 
hitherto  only  gave  part  of  their  time  to  the  duties  of 
the  office,  and  it  is  not  in  the  interests  of  the  Revenue 
or  the  taxpayer  that  those  part-time  appointments 
should  continue  any  longer  than  can  be  avoided. 

22.328.  So  you  ask  that  it  should  be  made  a whole- 
time appointment? — As  vacancies  arise,  but  not  to 
the  detriment  of  the  men  who  have  performed  their 
duties  efficiently  in  the  past  under  the  vicious  Bystem 
that  obtains. 

22.329.  The  system  would  be  that  you  would  virtu- 
ally become  Inland  Revenue  officials  to  the  extent  of 
having  their  duties  only  to  consider? — That  is  so. 

22.330.  Mr.  McLintock : I should  like  to.  ask  Mr. 
Fisher  one  or  two  questions  on  the  duties  of  an 
Assessor.  I take  it  you  are  speaking  generally  for 
the  Assessors  of  the  big  towns? — {Mr.  Fisher ):  Yes. 

22.331.  Not  for  the  country  districts? — I have 
divided  them  in  these  notes  into  two  classes.  They 
have  their  uses  in  the  country  district,  but  they  may 
be  somewhat  different  from  the  towns.  For  instance, 
there  are  no  directories  in  the  country  districts,  and 
there  are  no  clearly  defined  addresses.  There  is  a 
necessity  for  a man  who  knows  where  certain  people 
live,  and  where  certain  trades  are  carried  on,  and 
can  promptly  reply  to  inquiries  from  the  Surveyor 
as  to  which  property  is  referred  to  in  certain  corres- 
pondence. 

22.332.  Take  the  cities  as  illustrating  what  I want 
to  ask  you.  In  paragraphs  4 to  18  you  narrate  the 
duties,  and  when  you  come  to  paragraph  9 you  say : 

“ To  receive  the  forms  when  filled,  and  registei  their 
receipt.”  That  is  when  the  taxpayer  returns  his 
form? — Its  receipt  is  noted  in  the  list. 

22.333.  Is  it  passed  on  then  to  the  Surveyor? — No; 
we  examine  it,  and  if  it  is  not  complete  we  send  it 
back  to  the  taxpayer  with  a note  telling  him  where 
it  is  incomplete,  and  asking  him  to  complete  it. 

22.334.  For  instance,  if  in  the  particular  space 
where  he  ought  to  put  “ nil  ” he  leaves  it  blank? — 
Chat  looks  rather  a simple  thing,  but  if  you  go  back 


you  will  find  that  no  exemption  was  made  unless  the 
claim  was  properly  completed ; therefore  those 
“ nils  ” are  necessary.  The  form,  which  is  a form 
submitted  to  Parliament  and  becomes  the  legal  form 
is  headed:  “ in  this  space  if  no  income  is  to  be 

entered,  ‘ nil  ’ is  to  be  stated.”  We  have  no  alterna- 
tive but  to  send  it  back,  and  as  a matter  of  fact  it  is 
in  the  taxpayer’s  own  interest  to  have  it  right.  Thou 
there  is  another  point  in  that  connection,  as  to  the 
writing  of  the  word  “ nil  ”;  frequently  before  a man 
writes  it  he  thinks  in  a way  that  he  does  not  think 
if  he  leaves  the  space  blank.  We  frequently  find 
when  we  are  going  through  a claim  with  a man  at 
our  desk  such  small  things  as  bank  interest  and  War 
Loan  interest  are  forgotten.  It  would  surprise  you 
how  little  men  seem  to  have  a grasp  of  their  own 
affairs  so  far  as  investments  are  concerned;  we  fre- 
quently have  to  ask  them  to  get  particulars. 

22,336.  It  is  not  so  much  the  grasp  of  their  own 
investments  as  the  grasp  of  the  necessity  to  put  them 
in  the  Income  Tax  returns?- — That  is  so,  and  when 
you  ask  them  to  put  them  in  they  have  to  make 
inquiry  to  find  what  it  is.  With  regard  to  such  a 
small  thing  as  bank  interest,  if  you  saw  the  assess- 
ments for  that  you  would  find  that  a large  number 
of  those  had  practically  been  obtained  by  personal 
inquiry  when  men  have  been  filling  up  their  forms, 
and  by  the  sending  of  the  forms  back  to  have  those 
amounts  entered.  It  realizes  a material  amount  of 
revenue. 

22.336.  In  the  case  of  all  traders  who  have  accounts, 
is  it  correct  to  say  that  the  Assessor’s  duties  are 
extremely  formal? — Do  you  mean  the  traders  who 
furnish  accounts? 

22.337.  Yes? — Pi actically,.  but  they  are  small  in 
number  in  comparison  to  the  whole  of  the  taxpayers 

22.338.  The  revenue,  however,  is  very  large  com- 
pared with  the  total  revenue? — It  is;  it  is  a largo 
percentage  of  the  revenue,  but  at  the  same  time  what 
is  left  beyond  that  is  also  large. 

22.339.  You  do  not  anywhere  in  your  paper,  of 
course,  suggest  that  it  actually  happens  that  the  very 
large  proportion  of  the  total  revenue  collected  under 
Schedule  D is  assessed  and  collected  on  the  basis  of 
accounts  produced? — No,  we  do  not. 

22.340.  But  it  is  a fact,  nevertheless? — But  the 
accounts  produced  are  something  in  excess  of  what 
is  required  by  law ; it  is  the  returns  that  are  required. 
When  accounts  have  been  furnished  we  have  to  deal 
with  the  returns  of  the  firms  where  they  are  private 
firms,  and  we  have  almost  as  much  trouble  in  dealing 
with  those  returns  as  we  would  have  if  there  were 
no  accounts,  because  the  Surveyor  receiving  the 
accounts  goes  through  them,  agrees  the  figure  for 
the  assessment,  but  that  figure  has  to  be  divided  on 
page  3 of  the  forms  between  the  various  partners 
of  the  firm  for  the  purpose  of  determining  the  rate 
of  tax.  It  is  as  great  a difficulty  tb  most  firms  to 
divide  the  income  on  that  page  as  to  arrive  at  the 
figure.  I had  a chartered  accountant  who  came  to 
me  and  said,  “ how  shall  I do  this?  I fill  up 
hundreds  of  these,  but  I have 1 never  been  able  to 
understand  page  3.”  It  was  his  own  firm's  retutn. 

22.341.  I quite  agree  it  is  rather  difficult  at  times, 
but  as  a matter  of  actual  practice  is  it  not  the  case 
that  the  returns  based  on  accounts  are  in  very  large 
numbers,  settled  and  agreed  with  the  Surveyor  of 
Taxes,  and  the  income  divided  between  the  partners, 
before  even' you  issue  your  first  form? — Not  income 
divided. 

22.342.  Is  it  not  the  case  that  there  is  sent  out 
annually  in  the  months  of  January  and  February 
by  the  Surveyors  a request  to  all  the  people  who  are 
in  the  habit  of  producing  accounts? — Yes. 

22.343.  They  send  in  these  accounts  as  soon  as  they 
are  ready,  and  the  chances  are  that  before  your 
yellow  form  arrives  in  the  month  of  May  or  June 
everything  is  settled  with  the  Surveyor? — Only  the 
liability  on  the  average  of  the  three  years. 

22.344.  And  in  the  case  of  a public  company,  and 
these  contribute  a large  portion  of  the  revenue,  the 
liability  is  determined,  and  all  that  is  necessary  is 
to  state  a total  on  page  2 of  the  yellow  form,  and 
sign  it  and  Bend  it  in  ; the  Assessor  has  practically 
no  work  ?-  -He  has  to  get  the  form. 
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22  345.  He  has  to  get  the  form,  but  as  a matter 
of  fact  all  the  real  essential  work  to  get  the  revenue 
in  has  been  already  done  by  the  Surveyor?— In  this 
particular  case.  ^ , , „ 

22  340.  And  it  is  from  those  cases  that  the  bulK 
ol  the  revenue  under  Schedule  D comes? — Yes. 

22  347-  You  say  here  that  an  Assessor’s  work  is 
of  a’ highly  technical  and  confidential  character,  the 
Revenue  being  largely  dependent  on  his  intimate  local 
knowledge,  and  so  on.  I suggest  it  is  the  smaller 
taxpayer  who  keeps  no  accounts,  and  has  no  accurate 
idea  of  how  much  he  is  making,  who  comes  along 
■ind  has  a chat  with  you  about  it,  but  you  do  not 
settle  that  liability ; it  is  ready  the  Surveyor,  is  it 
not?— In  the  case  of  the  small  taxpayer? 

22  348.  In  the  case  of  these  estimated  assessments  ? 
— In  the  case  of  the  estimates  the  taxpayer  makes 
his  return,  and  after  the  return  has  been  examined 
and  the  Surveyor  has  had  an  opportunity  to  take  it 
up  and  make  an  inquiry  that  he  considers  necessary, 
we  enter  in  assessments  before  the  books  go  to  the 
Additional  Commissioners. 

22.349.  The  Assessor  by  himself  enters  the  assess- 
ments?— Yes.  , „ , 

22.350.  Without  consulting  the  Surveyor?— 1 was 
going  to  follow  on  with  that.  We  hand  the  books 
back  to  the  Surveyor,  who  goes  through  our  esti- 
mates. We  then  go  with  him  through  any  cases  in 
which  ho  considers  there  is  room  for  alteration,  and 
then  the  books  go  to  the  Additional  Commissioners 
who  exercise  their  right  of  making  the  assessments, 
altering  our  figures  as  they  think  fit.  In  that  case 
there  is  a help  or  a protection  to  the  public  in  that 
there  is  no  assessment  made  on  one  man  s judgment 
only.  We  express  an  opinion,  the  Surveyor  super- 
vises it,  confirms  or  objects,  and  then  again  the 
Additional  Commissioners  finally  decide. 

22.351.  Does  the  Surveyor  usually  have  the  last 
word?— No,  the  Additional  Commissioners  have  the 


last  word. 

22.352.  I mean  as  between  the  Surveyor  and  the 
Assessor?— We  usually  agree. 

22.353.  Mr.  Kerly : What  you  have  ]ust  told  Mr. 
McLintock  is  the  practice  in  Liverpool;  is  it  not  a 
wholly  exceptional  practice,  almost  peculiar  to  Liver- 
pool?—I have  been  a junior  Assessor  in  Liverpool  for 
12  years,  and  prior  to  that  for  17  years  I was 
Assessor  in  one  of  the  outside  districts.  Ihe.  same 
practice*  existed  there,  and  I believe  that  a similar 
practice  is  carried  on  in  Glasgow. 

22.354.  What  was  your  other  district?— Kir kby ; 
and  it  is  done  in  London. 

22.355.  Mr.  McLintock : Under  paragraph  13  you 
refer  to  the  issue  of  notices  of  assessment,  and  pre- 
cepts requiring  accounts ; what  do  you  mean  by 
precepts  requiring  accounts? — In  cases  of  appeal  the 
Surveyor  sends  a list  to  the  Clerk  to  the  Commis- 
sioners of  cases  where  the  Commissioners  require 
accounts  for  appeal  purposes.  They  are  prepared  and 
they  are  sent  to  us  to  issue  to  the  appellants. 

22.356.  Is  it  not  the  duty  of  the  Clerk  to  the  Com- 
missioners to  issue  those? — No.  Under  the  Acts  the 
Assessor  has  to  issue  all  notices  and  precepts  issued 


by  the  Commissioners. 

‘22,357.  In  all  the  large  cities,  Glasgow  for  example, 
do  you  know  who  issues  them? — No,  I do  not,  but 
I know  in  Liverpool  we  issue  them. 

22,358.  In  Liverpool  the  Assessor  issues  them  under 
the  signature  of  the  Clerk  to  the  Commissioners? — 


Yes. 

22,359.  It  is  merely  a question  of  sending  out  a 
printed  slip  requesting  accounts  for  a given  period? 


— jl  es. 

22.360.  You  mean  you  post  them? — Yes,  register 
them. 

22.361.  Your  statement  might  mislead  people 
generally  into  thinking  that  the,  duty  of  getting 
these  accounts  devolves  on  the  Assessor.  These  are 
only  the  cases  of  appeal  where  the  taxpayer  has  not 
thought  fit  to  send  accounts  in  support  of  it,  and 
the  Commissioners  issue  a precept  that  he  should 
produce  accounts,  and  the  Assessor  despatches  that 
notice  to  the  taxpayer? — Yes. 

22.362.  With  regard  to  the  responsibility  for  affix- 
ing public  notices,  do  you  not  think  that  publishing 
uotices  on  the  parish  church  door  is  rather  a waste 


of  time? — Yes,  I do.  If  I might  make  a suggestion 
I think  that  an  advertisement  in  the  local  Press 
would  be  of  far  more  service  than  the  church  door 
notice. 

22.363.  Then  on  the  question  of  appeals,  an 
appellant  must  already  have  agreed  as  a rule  with 
the  Surveyor  or  the  Clerk  to  the  Commissioners  as  to 
the  date  on  which  his  appeal  will  be  heard? — No. 

22.364.  I mean  that  there  is  due  notice  given  to  an 
appellant? — Of  a fixed  date,  yes. 

• 22,365.  And  he  comes  along  on  the  date  fixed  for 
his  appeal  by  personal  notice  to  him? — By  the  notice 
that  is  sent  out  with  the  precept  for  accounts. 

22.366.  The  general  notice  that  the  Commissioners 
are  sitting  to  hear  appeals  does  not  amount  to  any- 
thing, because  only  those  come  who  are  invited  to 
come? — Yes. 

23.367.  Any  taxpayer  cannot  waik  in  off  the  street 
and  ask  for  his  appeal  to  be  heard? — He  could;  the 
general  notice  gives  him  the  right. 

22.368.  Is  it  ever  done;  did  you  ever  know  of  a 
case? 

22.369.  Mr.  Kerly : It  would  not  be  any  good  if  he 
did? — He  would  not  have  given  notice. 

22.370.  Mr.  McLintock : In  paragraph  24  you  refer 
to  the  importance  to  the  Revenue  of  the  Assessor’s 
work,  and  you  .state  that  its  efficiency  has  been 
sacrificed  to  a false  sense  of  economy? — I am  speaking 
there  chiefly  of  the  small  amounts  of  remuneration 
paid  to  the  Assessors  generally,  and  also  the  need  of 
proper  instructions  and  advice. 

22.371.  Do  you  mean  the  efficiency  of  the  Assessor  s 
work  ? — Yes. 

22.372.  You  do  not  suggest  that  the  work  Has 
suffered  because  the  Assessor  has  been  inefficient?— 
If  the  Assessor  is  inefficient  the  work  does  suffer — the 
Revenue  suffers. 

22.373.  Have  not  the  Inland  Revenue  themselves 
got  to  make  up  these  deficiencies  at  present  where 
they  exist?  I think  you  will  agree  that  probably  in 
all  parts  except  the  cities  there  do  exist  deficiencies 
on  the  part  of  Assessors,  because  you  relate  some- 
where the  duties  that  should  be  entrusted  to  them, 
which  involve  a pretty  full  knowledge  of  Income  Tax 
law  and  practice? — Yes. 

22.374.  You  do  not  suggest  that  over  the  country 
generally  the  present  body  of  Assessors  are  capable  of 
tackling  the  duties  you  say  they  ought  to  perform? 
— In  small  country  areas  they  would  not  be,  but  there 
is  not  much  that  is  difficult  to  work  there.  There  is 
not  much  in  the  way  of  trade  or  business  carried  on. 

22.375.  For  instance,  have  they  any  knowledge  of 
accounts  to  speak  of? — Simple  accounts  only. 

22.376.  I will  not  pursue  with  you  what  simple 
accounts  are.  Your  view  is  that  the  present  body  of 
Assessors  throughout  the  country  generally,  excluding 
a ffew  in  the  big  towns,  are  not  competent  to  carry  out 
duties  such  as  you  would  entrust  to  them? — I would 
not  say  that.  There  are  some  that  I know  of  who  are 
probably  incompetent,  but  in  all  the  places  where  the 
work  is  necessary  I believe  there  are  men  who  would 
be  competent. 

22.377.  Do  you  suggest  that  even  in  the  big  towns 
the  Assessors  who  hold  the  offices  at  present  have 
made  themselves  thoroughly  familiar  with  all  the 
Income  Tax  law  and  practice  necessary  to  advise  a 
taxpayer  when  he  comes  along,  produces  h’s 
accounts,  and  discusses  intricate  points  of  accounting 
and  the  application  of  them  for  Income  Tax  pur- 
poses?— With  the  exception  of  accounts.  As  a rule  a 
large  taxpayer  with  intricate  accounts  does  not  come 
to  the  Assessor ; he  has  his  accountant. 

22.378.  Mr.  Marks' : Mr.  Brown,  in  paragraph  52 

of  your  paper  you  suggest  “ that  the  Commissioners 
of  Inland  Revenue  should  seek  direct  information  as 
to  the  operations  of  Collectors,  and  take  advantage 
of  their  practical  experience  by  attaching  one  o- 
more  of  them  to  their  staff  in  a directorial  capacity 
What  do  you  mean  by  “ directorial  ” ?— (Mr. 
Brown) : I might  preface  it  by  stating  that  my 

experience  is — — 

Y i 
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22.379.  I see  what  you  point  is.  I will  put  it  to 
you  in  another  way.  Do  you  mean  by  “ directorial  ” 
something  analogous  to  the  duties  of  a Commissioner 
of  Inland  Revenue,  or  do  you  simply  mean  a consul- 
tative or  advisory  capacity?— The  latter,  and  direct- 
ing the  working  of  Collectors. 

22.380.  Perhaps  all  three  of  you  gentlemen  might 
have  views  on  this  nest  point.  Do  you  agree  that  it 
would  be  an  advantage  that  the  Income  Tax  year 
should  be  made  to  coincide  with  the  Treasury  year, 
the  fiscal  year— that  is  to  say,  that  it  should  end  on 
the  31st  of  March  instead  of  the  5th  of  April?— Yes. 
(Mr.  Fergusson ):  Yes. 

Yes3’381  Y°U  a11  agr6e  Wittl  thatp“ (Mr.  Fisher ) : 

22.382.  Would  your  experience  lead  you  to  think 
that  might  be  carried  further,  and  that  the  Income 
lax  year  might  be  made  to  coincide  with  the  calendar 
year;  would  there  be  any  advantage  in  that  either 
from  the  point  of  view  of  the  Department  or  of  the 
taxpayer? — If  it  was  made  obligatory  there  would  be 
a difficulty  with  traders.  At  the  present  time  their 
year  is  taken  up  to  any  date  in  the  preceding  year 
at  which  they  balance  their  accounts. 

22.383.  We  will  say  that  there  would  be  a saving 
tor  those  taxpayers  who  make  up  their  accounts  at 
any  other  date  than  the  31st  December?— I should 
agree  if  the  basis  of  assessment  was  the  precedin'* 
years  income.  It  would  provide  the  means  of  work 
being  done  earlier  and  being  done  better.  As  a rule 
among  the  publio  we  have  never  heard  anyone 
object,  but  rather  they  would  welcome,  I think  as  a 
whole,  the  assessment  on  the  preceding  year’s  income 
as  a basis ; your  idea  seems  to  lead  me  to  that. 

yo,u  other  gentlemen  agree  with  that?- 
(Mr.  Brown)  : Yes.  (Mr.  Fergusson ) : Yes 
22,385.  Mrs.  Knowles : Does  the  Inland  Revenue 
fix  the  salaries  of  Collectors  according  to  the  amount 
that  they  collect  ? — (Mr.  Brown ) : No. 

22,3S6.  ft  does  not  vary  according'  to  the  amount 
collected  We  are  unable  to  say  what  basis  or  what 
scale  the  Board  of  Inland  Revenue  adopt  in  fixing 
our  remuneration,  which  is  contractual,  but  it  is  cer- 
tamly  not  fixed  on  the  amount  of  the  duty  collected. 

22,367.  It  has  no  relation  whatever  to  the  amount 
collected  and  therefore  you  are  perfectly  free  to  be 
the  friend  of  the  taxpayer  ?— That  is  so. 

22,388.  Your  two  interests  do  not  conflict?— Perhaps 

you  are  thinking  ,t  may  be  in  the  interest  of  an 

b^r,SSOru0r  Oo,0CtJ>r  to-  SCCUre  a U6hel'  assessment 

because  he  would  financially  benefit. 

t„2?b389'  'S  ?fat  1 meant'  11  was  a friend 

one  hand,  and  gets  his  salary 

i educed  if  he  lets  them  off  on  the  other ? He 

would  never  obtain  any  financial  benefit  because  of 


the  increase  in  the  actual  duty  paid  in  his  district 
(Mr.  tisher)  :•  That  ceased  entirely  in  1891. 

3390.  But  I did  not  know  if  that,  or  something 
of  that  kind,  was  taken  as  the  basis  for  the  lump  sum 
remuneration ? — (Mr.  Brown):  No. 

22,391.  Mr.  Kcrly:  Mr.  Fergusson,  you  told  us 
about  the  392  cases  in  which  in  the  year  1917  you  had 
to  refer  to  the  Surveyor? — (Mr.  Fergusson ):  Yes 
-2,392.  About  how  many  callers  a day  do  you  have 
at  your  office?— To  ask  questions  or  get  amounts  cor- 
rected in  one  day  I had  110  people  in  my  office,  and 
I suppose  30  or  40  of  those  came  to  query  the  assess- 
ment, and  the  rest  would  come  to  pay  the  tax. 

22.393.  Twenty  or  30 — that  was  a very  exceptional 
day? — Yes,  it  would  be  for  the  total  number. 

22.394.  I am  not  asking  about  people  who  morel, 
came  to  pay ; that  is  the  Collector’s  duty;  I am  asking 
about  people  who  came  to  you  as  Assessor?— I should 
say  about  30  out  of  that  number  would. 

22.395.  That  was  an  exceptional  day? Yes 

22.396.  The  Surveyor  has  40  or  50  a day,  has  he  not, 
all  through  the  year?  It  is  suggested  to  me  that  iB 
what  happens  in  the  City  of  London?— I am  sure  of 
this  that  more  people  come  in  to  query  and  ask  mo 
questions  than  go  to  the  Surveyors. 

22.397.  Thank  you ; it  was  merely  to  test  that  that 
I asked  you  the  question.  We  are  much  obliged  to 
you  gentlemen,  and  may  I say  this,  that  in  spite  of 
the  somewhat  unsatisfactory  account  you  have  giveu 
ot  the  position  of  Assessors  and  Collectors  over  the 
country  generally,  with  their  poor  pay  and  their 
naturally  poor  competence  and  poor  instruction,  if  w* 
could  think  that  you  three  gentlemen  represented 
them  all  we  might  form  a somewhat  different  opinion. 

Thank  you,  sir.  Might  I just  mention  this, 
although  I may  not  be  in  order.  I do  not  think  the 
ouper-tax  department  has  an  office  in  the  City  if 
they  have  I do  not  know  where  it  is,  neither  do  the 
ouper-tax  payers. 

22o39mi_T!ia^  lf!  tlle  SPecial  Commissioners’  busi 
ness?— that  is  the  Special  Commissioners’  business 
ine  ouper-tax  payers  use  our  offices  in  very  great 
numbers.  It  may  sound  strange,  but  they  do  not 
keep  copies  of  their  returns,  and  the  questions  that 
are  put  to  us  and  the  work  we  do  for  the  Super-tax 
department  is  really  sometimes  very  heavy  indeed, 
because  Super-tax  is  a thing  that  you  cannot  do  in 
two  or  three  minutes.  On  one  occasion  I said  to  the 
taxpayer:  “this  is  not  my  department;  would  you 
mind  going  up  to  Kingsway?  ” He  went  away,  and 
wrote  and  said  if  you  would  help  me  you  could.” 
that  he  ped  hlm'  TJlere  are  a great  many  oases  like 

22,399.  Mr.  Kerly  ■ Thank  you,  gentlemen.  We 
have  not  questioned  you  about  the  Super-tax,  because 
e nave  heard  a great  deal  of  evidence  on  that  sub- 
ject from  other  people. 


Me.  W.  A.  Havilaxd  and  Me.  Leslie  S.  Wood,  called  and  examined. 

Income  Tax  under  Schedule  A. 


The  witnesses  handed  in  the  following  statements 
as  tneir  evidence-in-chief  : 


No-  Eyidence-in-chief  of  Mr.  Leslie  S.  Wood  and 
Mr.  W.  A.  Haviland,  on  behalf  of  The  Central 
Landowners’  Association,  The  Land  Union,  and 
The  Land  Agents’  Society. 

22,400.  (1)  Our  evidence  will  be  directed  to  the 
general  question  of  Income  Tax  as  it  affects  the 
owners  of  agricultural  land.  We  do  not  propose  to 
deal  with  Income  Tax  on  the  profits  arising  from  the 
occupation  of  land  used  for  the  purpose  of  husbandry 
only,  as  this  is  a subject  which  we  suggest  could  more 
fully  and  appropriately  be  dealt  with  by  the  wit- 
nesses on  behalf  of  the  organisations  representing  the 
farming  interests.  Nor  do  we  now  wish  to  give 
evidence  with  regard  to  Income  Tax  on  the  profits 
arising  from  the  occupation  of  woodlands,  as  this  is 
a difficult  and  technical  subject  upon  which  we  pro- 
pose to  give  separate  evidence  not  only  on  behaU 
of  the  three  bodies  we  are  now  representing,  but  also 
on  behalf  of  other  organisations  specially  interested 
in  forestry. 


22,401.  (2)  There  is  no  doubt  but  that  in  the 
majority  of  cases  owners  of  agricultural  land  pay 
Income  Tax  under  Schedule  A on  an  assessment  which 
much  exceeds  their  net  income  from  the  land. 
Income  from  the  ownership  of  land  is  not  assessed  to 
Income  Tax  like  that  derived  from  other  forms  of 
property  and  from  commercial  undertakings,  at  its 
net  amount,  but  is  assessed  under  Schedule  A at  its 
gross  amount  less  certain  statutory  deductions  which 
in  no  way  represent  the  annual  expenditure  for 
purposes  necessary  to  maintain  such  income.  The 
tax  is  payable  on  the  “ annual  value,”  which  is  the 
rack  rent  at  which  the  property  is  let,  or  if  not  let, 
is  worth  to  be  let  by  the  year,  the  occupier  under- 
taking to  pay  such  rates  and  taxes  and  other  burdens 
as  are  by  law  a charge  upon  him,  and  the  owner  doing 
the  necessary  repairs.  The  amount  of  the  tithe  and 
land  tax  paid  in  respect  of  the  premises  should  be 
deducted  from  the  rack  rent  in  arriving  at  the 
“ annual  value,”  and  if  the  owner  pays  rates  and 
taxes  which  are  by  law  a charge  upon  the  occupier, 
the  amounts  of  these  should  also  be  deducted. 
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22.402.  (3)  The  “annual  value”  thuB  arrived  at 
was,  until  1894,  the  amount  upon  which  Inoome  Tax 
was  levied,  no  allowance  being  made  for  the  cost  of 
ordinary  repairs  and  general  upkeep.  This  imposed 
a great  injustice  upon  landowners,  as  they  were  called 
upon  to  pay  Income  Tax,  not  on  the  net  income  from 
their  rents,  but  upon  the  amount  of  their  gross 
receipts,  less  only  the  amount  of  the  land  tax  and 
the  tithe,  which  latter,  of  course,  they  merely  collected 
for  the  tithe-owner.  The  Finance  Act  of  1894  afforded 
them  some  measure  of  relief,  in  that  it  provided  that 
one-sixth  of  the  annual  value  in  the  case  of  houses 
and  one-eighth  in  the  case  of  lauds  (including  farm- 
houses and  buildings,  if  any)  should  be  allowed  in 
respect  of  the  cost  of  repairs,  &c.,  in  determining 
the  amount  on  which  the  duty  was  chargeable.  The 
relief  afforded  by  the  Act  of  1894  to  some  extent 
relieved  the  landowner  from  £he  injustice  under  which 
he  had  been  suffering,  as  may  be  gathered  from  the 
fact  that  the  deductions  amounted  in  1908-9  to 
£6,000,000  in  the  case  of  land  and  to  nearly 
£39,000,000  in  the  case  of  houses  and  buildings,  but 
the  amount  allowed  for  the  cost  of  upkeep  fell  far 
short,  in  the  case  of  agricultural  estates,  of  the 
actual  sums  expended  upon  them. 

22.403.  (4)  Section  69  of  the  Finance  (1909-10)  Act, 
1910,  gave  further  relief,  in  that  it  provided  that 
where  an  owner  of  lands  (including  farm  houses) 
or  of  houses  the  assessment  of  which  for  the  purpose 
of  Income  Tax  Schedule  A did  not  exceed  £8,  showed 
that  the  cost  of  maintenance,  repairs,  insurance,  and 
management,  according  to  the  average  of  the  pre- 
ceding five  years,  had  exceeded  the  one-eighth  and 
one-sixth,  respectively,  of  their  annual  value,  (that 
is,  the  amount  which  had  been  allowed  in  arriving 
ai  the  assessable  value),  he  should  be  entitled  on 
making  a claim  for  the  purpose,  to  repayment  of  the 
amount  of  the  tax  paid  on  the  excess,  on  a further 
allowance  of  one-eighth  of  the  annual  value  in  the 
case  of  lands,  and  one-twelfth  in  the  case  of  houses. 
An  allowance  for  the  cost  of  upkeep  thus  being 
made,  on  proof  of  expenditure,  up  to  a limit  of  one- 
fourth  of  the  annual  value,  in  the  case  of  lands,  and 
of  houses  of  an  annual  value  not  exceeding  £8. 

Under  section  8 of  the  Finance  Act,  1914,  the 
limit  of  the  amount  on  which  the  duty  might  be 
repaid  in  respect  of  the  cost  of  maintenance,  &c., 
was  removed ; and  £12  was  substituted  for  £8  as 
the  annual  value  limit  for  houses  to  which  the  con- 
cession applied. 

And  under  the  Finance  Act,  1919,  the  concession 
has  been  extended  to  all  houses  not  exceeding  £70 
in  the  Metropolitan  Police  District,  £60  in  Scotland, 
and  £52  elsewhere. 

The  concession  granted  by  section  69  of  the 
Finance  (1909-10)  Act,  1910,  as  amended  by  the  sub 
sequent  Acts  already  mentioned,  has  undoubtedly 
removed  much  of  the  injustice  under  which  land- 
owners  previously  suffered.  It  is  a concession  which 
though  fair  and  equitable  from  the  point  of  view 
of  the  Exchequer  is  of  great  value  to  owners  of 
agricultural  estates,  and  small  houses,  and  goes  far 
to  meet  their  grievance  that  they  have  hitherto  been 
assessed  on  amounts  which  greatly  exceeded  the  net 
income  from  their  property. 

22.404.  (5)  A grave  objection,  however,  to  the 
arrangement  is  that  Income  Tax  has  in  the  first 
place  to  be  paid  on  the  full  annual  value  less  the 
statutory  deductions  referred  to  above,  and  the 
amount  of  the  tax  on  the  further  allowance  for 
maintenance,  &c.,  has  to  be  recovered  at  a later  date. 
At  the  present  high  rate  of  Income  Tax  this  involves 
in  some  cases  a heavy,  and  in  all  cases  unnecessary 
outlay  on  the  part  of  the  owner,  pending  recovery. 

22.405.  (6)  We  suggest,  therefore,  that,  in  all 
cases,  the  landowner  should  be  given  the  option  of 
being  assessed  in  respect  of  his  income  from  land 
and  houses  under  Schedule  D,  viz.,  on  his  average 
net  income  therefrom  during  the  three  years  pre- 
ceding the  year  of  assessment. 

22.406.  (7)  We  would  point  out  also  that  the 
one-sixth  and  one-eighth  nov  allowed  as  statutory 
deductions  in  the  case  of  houses  and  lands, 
respectively,  are  quite  insufficient  proportions  of  the 
rent  to  meet  the  cost  of  maintenance,  &c.  Even  in 
pre-war  days  the  cost  of  upkeep  on  an  average 


agricultural  estate  far  exceeded  these  proportions, 
and  with  the  cost  of  repairs  more  than  doubled,  and 
rents  in  most  cases  remaining  at  their  old  level,  the 
allowance  has  become  entirely  inadequate. 

22.407.  (8)  We  recommend,  therefore,  as  an  ideal, 
that  the  owner  should  be  given  the  option  of  assess 
ment  under  Schedule  D,  on  the  average  income  for 
the  preceding  three  years,  and  in  the  event  of  this 
proving  to  be  impracticable  that  the  statutory  de- 
ductions for  the  cost  of  maintenance  should  be 
largely  increased. 

Fro  fits  from  the  occupation  of  lands. 

22.408.  (9)  As  already  stated,  we  do  not  propose  to 
give  evidence  in  respect  of  Income  Tax  on  the  profits 
arising  from  the  occupation  of  lauds  used  for  the 
purposes  of  husbandry  only,  and  we  are  dealing 
separately  with  the  question  as  it  affects  woodlands 
managed  on  a commercial  basis. 

There  are,  however,  other  lands  such  as  pleasuie 
grounds,  waste  lands,  moor  lands,  &c.,  which  do  not 
come  within  the  definition  or  lands  used  for  the  pur- 
poses of  husbandry  only.  And  there  are  woodlands  in 
respect  of  which  it  cannot  be  claimed  that  they  are, 
or  even  can  be,  managed  on  a commercial  basis. 

22.409.  (10)  There  is  no  option  in  the  case  of  such 
lands  of  their  being  assessed  under  Schedule  D on 
the  actual  profits  derived  therefrom. 

22.410.  (11)  Previous  to  the  passing  of  the  Finance 
Act,  1915,  all  such  lands  (together  with  the  lands  to 
which  the  option  of  assessment  under  Schedule  D 
applied,  but  where  such  option  had  not  been  exer- 
cised) were  assessed  under  Schedule  B at  one-third 
of  their  full  annual  value.  Under  the  Finance  Act, 
1915,  and  since  the  passing  of  that  Act,  they  are 
assessed  at  their  full  annual  value. 

In  the  case  of  such  lands,  while  in  most  cases  there 
is  and  can  be  little  or  no  profit  arising  from  their 
occupation,  owing  to  their  nature  and  character,  the 
occupier  (who  is  usually  also  the  owner)  is  called 
upon  to  pay  Income  Tax,  under  Schedule  B (and 
possibly  also  Super-tax)  on  their  full  annual  value  in 
respect  of  profits  which  are  assumed  to  arise  from 
their  occupation  but  which  do  not  in  fact  exist. 

22.411.  (12)  There  would  be  comparatively  little 
injustice  in  this,  if  he  were  given  the  option  of 
assessment  under  Schedule  D,  on  the  basis  of  actual 
profits,  but  he  does  not  enjoy  this  option.  It  may 
not  be  practicable  to  relieve  the  occupier  entirely 
of  his  obligation  to  pay  Income  Tax  in  respect  of 
his  occupation  of  such  lands,  but  we  claim  that  the 
full  annual  value  is  far  too  high  a value  to  put  upon 
the  profits  from  such  occupation,  and  we  suggest  that 
in  all  cases  where  the  occupier  has  no  option  of  being 
assessed  under  Schedule  D on  his  actual  profits,  the 
assessment  under  Schedule  B should  not  exceed 
one-third  of  the  annual  value,  as  was  the  case  before 
the  Finance  Act,  1915,  was  passed. 

No.  II.  Evidence-in -chief  of  Mr.  Leslie  S.  Wood  and 
Mr.  W.  A-  Haviland  on  behalf  of  The  Central 
Landowners’  Association ; The  Surveyors’  Insti- 
tution ; The  Land  Agents’  Society ; The  Royal 
English  Arboricultural  Society ; The  Scottish 
Arboricultural  Society;  The  English  Forestry 
Association  • and  The  Landowners’  Co-operative 
Forestry  Society,  Ltd. 

22.412.  (1)  We  wish  in  the  first  place  to  point  out 
what  appear  to  us  to  be  five  essential  points  to  be 
considered  in  connection  with  the  assessment  of 
woodlands  for  the  purpose  of  Inoome  Tax. 

(a)  It  is  in  the  interest  of  the  nation  that 
landowners  should  be  encouraged  in  every  possible 
way  to  plant  woods.  It  may  be  said  that  hitherto 
most  owners  have  only  planted  as  a source  of  pleasure 
and  pride  in  their  estates,  or  as  a duty  to  their 
successors,  and  it  is  desirable  to  encourage  planting 
for  the  sake  of  profit.  For  this  reason  we  ask  that 
every  consideration  may  be  given  to  the  subject,  so 
that  owners  may  be  assured  that  they  suffer  no  in- 
justice in  the  payment  of  Income  Tax. 

(b)  No  existing  capital,  as  represented  by  timber, 
should  be  subject  to  tax. 

(c)  The  Government  are  proposing  to  carry  out 
extensive  planting  and  forestry  operations,  and  in 
respect  of  their  plantations  they  will  not  be  subject 
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to  taxes  or  Death  Duties.  They  will,  therefore,  be 
competing  in  the  open  market  against  the  landowner 
on  favoured  terms. 

(a)  Once  an  owner  has  planted  land,  the  cost  of 
grubbing  is  so  great  that  hnancially  speaking  the 
land  is  permanently  dedicated  to  forestry. 

(e)  The  production  of  timber-  involves  a long  period 
during  which  the  owner  receives  no  income  from  the 
land,  ;n  respect  of  wlncn,  nevertheless,  rates  and 
taxes  have  to  be  paid;  and  the  burden  of  these  raies 
and  taxes,  coupled  with  the  loss  of  rent  from  other 
sources,  and  the  initial  oost  of  planting  and  the 
subsequent  annual  expenditure  on  upkeep,  involve  a 
large  outlay  on  the  part  of  the  owner  for  which  he 
gets  no  return  whatever  for  at  least  twenty  years. 

22.413.  (2)  Woodlands,  like  all  other  lands,  aie 
charged  with  Income  Tax  under  Schedule  A on  their 
full  annual  value,  less  certain  statutory  deductions, 
and  in  certain  cases  -other  allowances,  in  respect  of 
the  cost  of  maintenance,  etc.  It  is  customary  for 
the  rating  assessment  to  be  taken  as  the  basis  for  the 
assessment  for  Income  Tax.  It  is  believed,  however, 
that  there  is  no  authority  for  this : in  fact,  in  the 
Report  of  the  Departmental  Committee  on  Forestry 
in  1903,  it  was  stated  that  the  Commissioners  had 
instructed  their  Surveyors  of  Taxes  to  assess  wood- 
lands for  Property  Tax  at  the  rents  which  the  lands  in 
their  natural  state  might  reasonably  be  expected  to 
bring  in  as  pasture  or  grazing  land.  We  consider 
that  it  is  desirable  that  this  instruction  should  be 
repeated  and  that  it  should  not  be  necessary  to  obtain 
a reduction  in  the  rating  assessment  in  order  to  get 
the  Income  Tax  assessment  reduced  to  its  proper 
level. 

22.414.  (3)  It  is,  however,  with  regard  to  the 
Income  Tax  in  respect  of  the  occupation  of  wood- 
lands, that  we  wish  particularly  to  give  evidence  and 
to  point  out  the  injustice  under  which  occupiers 
(who  are  in  almost  all  cases  the  owners)  suffer. 

22.415.  (4)  Prior  to  the  passing  of  the  Finance 
(No.  2)  Act,  1915,  profits  arising  from  the  occupa- 
tion of  woodlands  were  in  all  cases  assessed  under 
Schedule  B at  one-third  of  the  annual  value  of  such 
woodlands,  and  there  was  no  option  of  assessment 
under  Schedule  D on  the  actual  net  income  there- 
from, as  in  the  case  of  lands  used  for  the  purposes 
of  husbandry  only. 

22.416.  (5)  Under  the  provisions  of  the  Finance 
(No.  2)  Act,  1915,  the  assessment  under  Schedule  B 
was  raised  from  one-third  of  the  annual  value  to  the 
full  annual  value,  and  the  option  was  granted  to 
occupiers  of  woodlands,  who  proved  to  the  satisfac- 
tion of  the  Commissioners  that  such  woodlands  were 
managed  by  them  on  a commercial  basis  and  with 
a view  to  the  realization  of  profits,  to  be  charged  to 
Income  Tax  under  Schedule  D,  subject  to  certain 
conditions  which  have  been  somewhat  modified  by 
subsequent  legislation. 

22.417.  (6)  Admittedly  a genuine  effort  was  made 
at  the  time  to  arrive  at  a practicable  and  equitable 
basis  for  assessing  the  profits  arising  from  the  occu- 
pation of  woodlands  on  the  actual  net  income 
derived  therefrom. 

22.418.  (7)  As,  however,  the  method  adopted  for 
assessment  under  Schedule  D was  based  on  the 
average  annual  net  income  (i.e.,  gross  receipts  less 
expenditure)  for  the  three  years  preceding  the  year 
of  assessment,  no  account  being  taken  of  the  expen- 
diture prior  to,  or  the  capital  value  of  the  timber  at 
the  commencement  of  the  three  years’  period,  it  is 
entirely  inequitable  in  the  case  of  woods  or  planta- 
tions whicxi  contained  timber  of  several  years’  growth 
at  the  commencement  of  that  period.  It  is  of  value 
only,  and  has  as  a rule  only  been  adopted,  in  the 
cases  of  woodlands  which  have  been  planted  or  re- 
planted within  three  years  of  the  election  to  be 
assessed  under  Schedule  D. 

22.419.  (8)  Owners  who  have  not  hitherto  exer- 
cised their  option  of  being  assessed  under  Schedule  D 
have  already  paid  full  Income  Tax  (under  Schedule 
B)  to  date,  and  many,  probably  most  of  them,  have 
paid  a sum  quite  out  of  proportion  to  the  profit  they 
have  derived  or  to  the  increment  which  has  accrued 
in  the  value  of  their  timber.  So  that  to  bring  into 
the  account  in  any  future  year  of  assessment  the 
receipts  from  the  sale  of  timber  which  had  been  grow- 


ing, it  may  be,  for  many  years  belore  the  election  to 
be  assessed  under  bcheduie  D was  exercised,  uoum 
be  to  tax  them  on  the  capital  value  of  their  tiinoei 
on  part  of  the  expenses  ot  growing,  which,  they  xuiu 
already  paid  Income  Tax  under  schedule  B. 

22.420.  (9)  We  much  regret  that  though  very  caie- 
ful  consideration  has  been  given  to  the  matter  by  the 
organisations  on  behalf  ot  whom  we  are  giving  evi- 
dence, it  has  not  been  possible  so  far  to  arrive 
at  any  practicable  and  equitable  basis  for  the  assess- 
ment on  actual  profit,  which  would  be  generally 
applicable  to  the  various  kinds  of  woodlands  in  dit- 
lerent  parts  of  the  country. 

22.421.  (10)  While  the  present  basis  is  (for  the 
reasons  already  stated)  wholly  inapplicable  in  the  case 
of  timber  plantations  of  several  years’  growth,  we 
believe  that  with  certain  modifications  it  would  work 
fairly  well  in  the  case  of  underwoods,  and  of  newly 
planted  woodlands  generally. 

22.422.  (11)  We  would  suggest,  however,  that  the 
owner  should  be  allowed  to  select  the  woods  which 
should  come  under  Schedule  D,  with  the  retention 
of  the  proviso  that  when  once  they  have  come  undei 
that  Schedule,  they  cannot  revert  to  Schedule  B,  60 
long  as  they  remain  in  the  occupation  of  the  person 
who  made  the  election. 

22.423.  (12)  We  would  suggest  also  that  in  the 
case  of  exceptional  fellings,  which  have  taken  place 
since  April,  1915,  an  owner  may  produce  evidence 
before  the  Commissioners  that  he  has  felled  timber  m 
excess  of  the  total  increment  which  would  have 
accrued  if  such  timber  had  not  been  felled,  and  if 
they  are  satisfied  as  to  the  correctness  of  his  figures, 
the  amount  of  the  tax  on  the  excess  shall  be  re- 
mitted. And  we  would  recommend  that  from  April, 
1923,  the  net  income  should  be  based  on  the  average 
of  the  preceding  five  years — instead  of  three  years  as 
at  present. 

22.424.  (13)  With  regard  to  the  present  Schedule  B 
assessment  on  the  full  annual  value  of  the  woodlands, 
we  are  of  opinion  that  this  much  exceeds  the  net 
income,  and  is  therefore  inequitable.  The  owner,  who 
is  in  practically  all  cases  also  the  occupier,  pays 
Income  Tax  under  Schedule  A in  respect  of  the 
annual  value  of  the  land.  In  very  few  cases  does 
he  receive  an  average  net  income  equal  to  the  amount 
upon  which  he  pays  under  this  Schedule,  and  in  still 
fewer  cases  is  there  any  profit  (after  deducting  the 
annual  value)  for  assessment  under  Schedule  B or  D. 

22.425.  (14)  We  claim  that  no  injustice  would  be 
done  to  the  national  exchequer  if  Schedules  B and  D 
were  waived  so  far  as  woodlands  are  concerned,  and 
the  occupying-owners  were  charged  only  under 
Schedule  A on  the  annual  value  of  the  land. 

22.426.  (15)  If  this  is  held  to  be  impracticable, 
we  would  strongly  urge  that  the  Schedule  B assess- 
ment should  be  reduced  to  one-third  of  the  annual 
value,  as  formerly.  There  is  reason  for  believing 
that  the  chief  argument  in  favour  of  increasing  the 
Schedule  B assessments  of  all  lands  in  1915,  was  that 
the  profits  derived  from  the  occupation  of  agricultural 
land  might  reasonably  be  assumed  to  exceed  one^third 
of  the  rent,  and  that  if  they  did  not,  the  occupier  of 
such  lands  could  elect  to  be  assessed  under  Schedule  D. 
We  would  point  out  that  the  position  as  regards  wood- 
lands is  not  analogous  to  that  of  agricultural  land, 
and  that  as  there  is  no  equitable  method  by  which 
the  occupier  of  the  former  can  bo  assessed  on  his  net 
pj-ofits,  it  must  not  be  assumed  that  he  remains  under 
Schedule  B only  because  it  is  more  profitable  for  him 
to  do  so. 

22.427.  (16)  On  an  average,  the  Schedule  A assess- 
ment on  woodlands  is  at  least  3s.  6d.  per  acre,  so  that 
the  Schedule  A and  the  Schedule  B assessments 
amount  to  7s.  per  acre,  which  we  consider  much  ex- 
ceeds the  average  net  annual  income  received  from 
woodlands  throughout  the  country.  Indeed  there  are 
large  areas  of  poor  woodlands  which,  through  poverty 
of  soil  and  other  reasons,  bring  in  little  or  no 
revenue,  and  in  many  cases  they  are  a source  of  annual 
loss  to  the  owners. 

22.428.  (17)  It  may  be  undesirable  to  have  a flat 
rate  per  acre  through  the  country,  as  even  the  un- 
improved or  prairie  value  of  land  varies  in  different 
parts.  But  if  the  principle  of  a flat  rate  were 
adopted,  it  should,  in  our  opinion,  be  on  the  low  side 
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of  the  average  and  should  not  exceed  4s.  per  acre, 
and  one  tax  only,  viz.,  under  Schedule  A,  should  be 
levied  on  it. 

22.429.  (18)  In  the  event  of  it  being  held  that 
Schedule  B must  be  continued  (where  there  is  no  elec- 
tion to  be  assessed  under  Schedule  D)  we  would  sug- 
gest an  assessment  for  Schedule  A at  the  rate  of 
Is.  in  the  £ and  that  the  Schedule  B assessment 
should  be  on  one-third  of  the  Schedule  A assessment. 

22.430.  (19)  One  other  point  to  which  we  would 
draw  attention  is  the  fact  that  if  woodlands  are  in 
hand,  and  the  sporting  rights  are  included  in  the 
Schedule  A assessment,  it  is  customary  for  the 
Schedule  B assessment  to  follow  the  Schedule  A 
assessment,  and  consequently,  double  tax  is  levied 
on  the  sporting  rights.  Under  Rule  1 of  Schedule  B 
of  the  Income  Tax  Act,  1918,  Schedule  B is  to  be 
charged  on  all  the  properties  in  the  Act  directed  to 
be  charged  according  to  the  General  Rule  of  No.  1 
of  Schedule  A.  This  General  Rule  only  includes  pro- 
perty “ capable  of  actual  occupation,”  so  that  there 
seems  to  be  no  authority  for  the  custom.  It  is  more- 
over an  injustice,  as  there  can  be  no  profit  from  the 
occupation  of  the  sporting  rights,  apart  from  their 
annual  value,  upon  which  they  are  rightly  assessed 
under  Schedule  A. 

[This  concludes  the  cvidence-in-chief.'] 

22.431.  Mr.  Kerly : I propose  that  we  should  deal 
with  the  evidence  of  these  two  gentlemen,  excluding 
the  woodlands,  in  the  first  instance.  We  have  some 
other  witnesses  on  woodlands,  and  it  seems  to  me  con- 
venient to  take  the  woodland  question  by  itself,  and 
have  all  the  witnesses  on  that  subject  together.  One 
reason  for  doing  that  is  that  on  the  general  question 
dealt  with  in  this  first  paper  we  have  had  so  much 
evidence  already  that  we  probably  shall  not  find  it 
necessary  to  ask  many  questions. 

22.432.  Mr.  Pretyman : I rather  gather  from  para- 
graph 4 of  your  first  paper  that  on  the  whole  you 
consider  the  relief  given  by  section  69  of  1909-10  as 
extended  by  the  subsequent  Acts  to  have  very  great 
value?— (Mr.  Haviland):  Undoubtedly. 

22.433.  It  has  gone  a long  way? — It  has  gone  a 
long  way,  yes. 

22.434.  And  more  so  in  the  case  of  agricultural 
estates  of  considerable  size  than  in  the  case  of  small 
house  property,  for  the  reason  that  accounts  are 
better  understood  and  kept? — Yes;  more  so  in  the 
case  of  agricultural  estates  than  in  house  property, 
and  no  doubt,  as  a rule,  the  larger  the  estates  the 
better  the  accounts  are  kept. 

22.435.  An  agricultural  estate  with  an  agent,  I 
mean;  the  agent’s  business  is  to  keep  estate 
accounts  ? — Yes. 

22.436.  And  on  the  whole  it  is  easier  for  them  to 
get  this  return  than  it  is  for  small  owners  of  small 
bouse  property,  who  are  not  in  the  habit  of  keeping 
any  accounts  at  all? — That  is  so. 

22.437.  So  it  is  really  a better  thing  for  them, 
although  for  the  reasons  you  point  out  the  return 
is  made  so  far  behind  that  it  involves  a very  large 
payment  of  tax,  and  then  you  have  to  wait  some 
months  to  get  it  back  again? — Yes. 

22.438.  That  is  the  objection  to  it? — Yes. 

22.439.  AVould  it  be  satisfactory  to  you  if  arrange- 
ments could  be  made  by  the  Revenue  that  the  claim 
should  be  so  promptly  dealt  with  that  it  should 
operate  as  an  actual  deduction  from  the  tax  itself 
in  the  year  of  assessment? — It  would  undoubtedly 
be  an  improvement,  as  the  owner  would  then  only  pay 
the  reduced  amount. 

22.440.  That  is  so? — It  would  be  a great  help,  un- 
doubtedly. 

22.441 . We  had  it  in  evidence  yesterday  from  the 
Inland  Revenue  that  they  hoped  to  be  able  to  arrange 
that? — T think  it  would  be  a great  improvement. 

22.442.  It  would  then  mean  that,  supposing  on  a 
large  estate  there  was  £1,000  of  actual  tax  to  be 
returned,  the  payment  of  tax  for  that  very  year  of 
assessment  would  be  reduced  by  £1,000? — Yes. 

22.443.  Instead  of  having  to  wait  to  get  the  £1,000 
back  again  some  months  later? — I quite  follow.  It 


would  undoubtedly  be  a great  improvement;  but  it 
might  prove  difficult  to  get  the  accounts  out  in  time. 

22.444.  Of  course,  you  know  you  do  not  have  to 
give  a specific  statement  as  to  what  you  spend  on 
this  or  that  particular  property;  it  is  only  the 
aggregate  expenditure  on  the  whole? — That  is  so. 

22.445.  And  your  schedule  remains  practically  un- 
altered from  year  to  year.  There  is  a very  elaborate 
schedule  of  the  particular  hereditaments  affected,  is 
there  not? — Yes. 

22.446.  It  practically  remains  uniform,  does  it 
not? — There  need  be  no  delay  about  that  at  all, 
because  it  could  be  prepared  and  checked  before. 

22.447.  The  schedule  of  hereditaments,  which  is 
really  the  whole  matter  of  the  return,  looks  very  com- 
plicated, but  it  is  merely  a list  of  the  hereditaments 
affected? — Yes. 

22.448.  That  is  very  easily  prepared  and  really  is 
repeated  from  year  to  year? — There  is  no  difficulty 
about  that.  I am  a land  agent  myself,  and  in  my 
own  experience  the  Surveyor  of  Taxes  practically 
does  it  for  me — checks  it,  at  all  events. 

22.449.  All  you  have  to  do  is  to  give  a statement 
of  the  actual  cost  of  repair,  maintenance,  and  man- 
agement, give  such  details  as  are  necessary,  and 
supply  further  details  if  required? — Yes. 

22.450.  And  that  need  not  take  very  long? — No. 
You  have  to  get  out  the  figures  for  the  one  year. 
You  have  to  give  the  five  years’  figures,  but  you  have 
four  figures  iu  the  previous  return. 

22.451.  When  it  has  been  running  for  a time  it  is 
not  so  difficult  as  it  appears  at  first  sight? — That  is 
so. 

22.452.  That  would  go  a long  way  to  meet  your 
difficulty? — It  would  go  a long  way  to  meet  that  diffi- 
culty, certainly. 

22.453.  Do  you  not  think  that  as  a matter  of  prin- 
ciple it  is  really  far  better  if  a system  of  that  kind 
could  be  adopted,  where  the  men  who  really  did  spend 
money  on  the  property  got  the  Income  Tax  back  in 
proportion,  rather  than  by  increasing  the  flat  allow- 
ance which  would  accrue  equally  to  the  man  who  neg- 
lected his  property  and  the  man  who  spent  money  on 
it? — I agree  it  would  be  much  more  equitable,  not 
only  for  the  reason  you  have  mentioned,  but  also 
because  the  proportion  of  the  rents  which  have  to  be 
spent  on  repairs  varies  greatly  according  to  the 
materials  that  are  used.  For  instance,  with  brick- 
built  buildings  it  may  be  a small  proportion,  but  with 
timber-built  buildings  it  is  a very  large  proportion. 

22.454.  If  you  can  get  the  tax  back  on  the  actual 
figure  it  is  really  fair  all  round? — I agree. 

22.455.  If  it  can  be  worked  in  that  way,  so  far  as 
agricultural  property  is  concerned,  the  Central  Land 
Owners’  Association  would  prefer  an  equitable  and 
rapid  method  of  getting  a reduction  in  the  tax  in  the 
actual  year  on  the  basis  of  what  they  were  spending 
rather  than  an  increased  percentage? — Yes,  I think 
they  would. 

22.456.  Take  then  paragraph  6 of  your  first  paper; 
would  not  that  be  an  approximation  then  to  Schedule 
D? — It  would. 

22.457.  And  is  it  not  undesirable  for  national 
reasons  to  put  landed  property  on  to  Schedule  D, 
because  you  depart  from  the  very  important  prin- 
ciple of  taxation  at  the  source  wherever  you  can  get 
it? — I do  not  think  that  is  a question  that  I could 
answer.  I should  have  thought  that  Schedule  D was 
an  ideal,  but  I agree  if  you  amend  what  we  always 
call  section  69  in  the  manner  you  have  suggested  it 
would  come  to  very  much  the  same  thing. 

22.458.  As  far  as  the  repairs  and  maintenance  are 
concerned,  and  really  that  is  the  principal  point? — 
Yes. 

22.459.  You  have  not  given  us  any  evidence  that 
Schedule  A is  defective  in  any  other  way  except  in 
the  matter  of  this  allowance? — Every  owner  of  a 
large  estate,  even  if  it  is  a purely  rural  estate,  has 
some  house  property  to  which  section  69  does  not 
apply. 

22.460.  Yes,  he  has,  and  you  have  given  evidence 
on  that,  that  it  ought  to  be  extended? — Yes. 
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22.461.  That  would  be  in  most  rural  properties  a 
very  small  fraction  of  the  total  revenue  of  the 
estate? — It  would  be  a small  proportion. 

22.462.  It  would  hardly  be  worth  special  legislation 
to  alter  the  whole  basis  of  the  Income  Tax? — I do  not 
think  that  qua  agricultural  land  owners  we  have 
much  grievance  in  that  matter. 

22.463.  You  would  take  your  share  of  any  altera- 
tion there  with  other  owners? — Quite. 

22.464.  That  is  a matter  really  for  owners  of  that 
kind  of  property  at  large  to  try  and  get  the  present 
extension  carried  even  further? — Yes. 

22.465.  You  notice  that  since  1910  that  principle 
has  been  carried  further? — Yes. 

22.466.  In  successive  Acts  ? — Yes. 

22.467.  On  the  question  of  profit  from  the  occupa- 
tion of  lands,  with  regard  to  parks  and  pleasure 
grounds  and  so  on,  I suppose  your  feeling  is  that  this 
tax  on  the  occupation  of  lands  of  that  character  really 
goes  outside  the  area  of  the  Income  Tax  altogether, 
or  rather  the  principle  of  the  Income  Tax? — Yes, 
because  there  is  no  income  from  the  occupation  of 
those  lands. 

22.468.  A man  might  have  a magnificent  work  of 
art  which  might  be  worth  a very  large  sum  of  money, 
and  might  be  capable  of  sale  at  a very  large  price? — 
Yes. 

22.469.  But  he  is  not  charged  Income  Tax  upon  it? 
— No,  he  gets  no  income  from  it. 

22.470.  Exactly  in  the  same  way  a man  may  have 
a pleasure  ground  from  seeing  which  he  derives  very 
great  pleasure,  even  more  than  he  would  from  a 
picture,  and  his  neighbours  may  derive  pleasure  from 
seeing  it  too — as  they  might  also  from  seeing  his 
picture — but  he  is  charged  Income  Tax  upon  it? — Yes. 

22.471.  Do  you  know  on  what  principle  that  is  done? 
—No.  I suppose  the  principle  is  this : that  the  posi- 
tion of  this  class  of  land  is  something  on  all  fours 
with  the  position  of  land  used  for  the  purpose  of  hus- 
bandry, and  they  say:  “if  you  do  not  make  a profit 
from  it  you  should  make  a profit.  We  do  not  know 
what  it  is;  so  we  will  assess  you  on  the  basis  of  the 
annual  value.” 

22.472.  “Because  the  profits  of  agricultural  land 
have  gone  up,  therefore  you  could  make  more  profit 
on  that  land,  and  we  will  charge  you  accordingly  ” P 
— The  Schedule  B assessment  used  to  be  one-third  of 
the  annual  value.  It  was  raised  to  the  full  annual 
value  and  we  did  not  protest ; when  it  was  proposed 
to  raise  it  to  twice  the  annual  value  we  did  protest, 
and,  as  in  the  case  of  woodlands,  we  got  it  left  at 
the  full  annual  value. 

22.473.  Are  you  satisfied  with  it  as  it  is?— No,  I 
think  it  is  too  much.  The  principle,  of  course,  was 
wrong  when  you  paid  on  the  one-third,  but  the  amount 
was  so  small  that  it  was  not  worth  bothering  about, 
but  when  they  multiplied  it  by  three  it  became  a real 
burden. 


22.474.  Are  you  aware  of  any  cases  where  there  is 
a difficulty  in  getting  parks  or  pleasure  grounds  which 
are  let  with  farms  or  occupied  as  home  farms  put 
under  Schedule  D with  the  farms?— No,  not  if  they 
are  used  for  the  purpose  of  husbandry  only.  I fancy 
the  test  generally  is  whether  the  land  is  rated  as 
agricultural  land. 

22.475.  Sir  W.  Trower:  The  question  which  was 
put  to  you  just  now  was,  is  not  a park  or  a pleasure 
ground  in  the  same  category  as  a picture?— Yes. 

22.476.  I take  it  the  distinction  is  that  the  one 
might  produce  income  and  the  other  could  not  P— In 
some  cases  it  might,  but  there  are  a great  many  lands, 
and  I think  you  must  go  wider  than  actual  pleasure 
grounds,  and  include,  for  instance,  unremunerative 
moorlands,  and  so  forth,  which  are  incapable  of  being 
remunerative,  and  exactly  the  same  principle  applies 
to  them  as  to  the  pleasure  ground. 

22.477.  Mr.  Pretyman : If  I might  interpose,  might 
you  not  get  a large  number  of  people  who  would  be 
willing  to  pay  2s.  6d.  apiece  to  see  a picture:  then 
you  might  derive  income  from  it? 


22  478.  Mr.  Eerly:  I think  this  is  wandering  some 
what  away  from  the  area  in  which  the  witness  car 
help  us?— If  I might  reply  to  Mr.  Pretvman  what  1 


feel  about  that  is,  that  in  that  case  I take  it  he 
would  be  assessed  in  respect  of  the  profits  from  his 
picture  under  Schedule  D.  My  whole  point  is  that 
the  owner  of  these  lands  has  not  got  the  option  of 
being  assessed  under  Schedule  D. 

22.479.  Mr.  Pretyman : That  is  my  point. 

22.480.  Mr.  Eerly : You  suggest  that  pleasure 

grounds,  waste  lands,  moorlands,  and  so  on,  should 
be  assessed  under  Schedule  D,  and  then  you  say  there 
is  no  profit;  that  is  the  same  as  saying  that  they 
should  not  pay  any  tax,  is  it  not? — I think  on  prin- 
ciple they  should  not  be  assessed  at  all  under 
Schedule  B. 

22.481.  You  suggest  Schedule  D at  the  end  of  your 
paper? — I think  there  would  be  comparatively  little 
injustice  in  this  if  he  were  given  the  option  of 
assessment  under  Schedule  D on  the  basis  of  actual 
profits,  but  he  does  not  enjoy  this  option. 

22.482.  I am  putting  to  you  that  that  is  only  a 
roundabout  way  of  saying  he  should  not  pay  any  tax, 
because  there  are  not  any  profits  on  your  hypothesis? 
— That  is  so. 

22.483.  Now  as  regards  taxation  under  Schedule  A 
or  Schedule  B,  your  real  objection  is  that  they  are 
not  properly  assessed,  is  it  not — not  the  pleasure 

lands  but  the  moorlands — they  are  over-assessed  ? 

No.  I am  not  objecting  to  their  assessment  under 
Schedule  A,  because  I think  they  would  have  some 
value  as  unimproved  prairie  land,  and  if  they  are 
assessed  at  that  unimproved  prairie  land  value  under 
Schedule  A I do  not  think  there  is  any  grievance. 
What  I am  protesting  against  is  the  Schedule  B 
assessment,  not  the  Schedule  A assessment. 


22,484.  The  Schedule  B is  the  supposed  value  to  a 
tenant  who  is  paying  rent  equivalent  to  the  Schedule 
A assessment,  is  it  not? — Yes. 

^ ^hey  hay©  none,  the  proper  assessment  is 

nil? — Yes. 

22.486.  And  you  would  have  no  objection  to  that?— 
None  whatever. 

22.487.  Mr.  Eerly : That  is  all  I think  we  want  to 
ask  with  regard  to  the  first  part  of  your  evidence, 
and  I think  we  will  now  go  on  with  woodlands.  We 
cannot  do  as  I suggested  at  the  beginning,  because 
we  have  not  got  the  Scottish  witnesses  here,  so  we 
must  deal  with  your  second  paper  by  itself. 

22.488.  Mr.  Pretyman : In  your  first  paragraph 
under  (o),  you  say:  “No  existing  capital  as  repre- 
sented by  timber  should  be  subject  to  tax.”  Do  you 
mean  Income  Tax?— (Mr.  Wood):  Yes,  that  is  so. 

22.489.  You  do  not  mean  any  tax;  you  make  that 
correction  ? — Yes. 


' uu  unaea  jL/uues  line  any 

other  capital  ? — Yes,  quite  so. 

22,491  In  paragraph  2,  do  you  mean  that  you 
suggest  that  there  should  be  an  assessment  on  one  basis 
tor  rates  and  on  a different  basis  for  Income  Tax?— 
Dealing  with  Schedule  A ? 

22  492.  In  your  paragraph  2,  you  suggest  that  there 
stiould  be  an  assessment  on  a totally  different  basis 
than  at  present  for  woodlands.  Do  you  mean  that 
rates  should  still  continue  to  be  assessed  on  the  present 
basis  and  that  woodlands  should  be  assessed  on  the 
other  basis  for  Income  Tax?— No,  that  was  not  the 
point  we  make  there.  The  point  is  this : suppose  we 
think  the  woodlands  over-assessed  for  Income  Tax 
and  we  go  to  the  Surveyor  of  Taxes  and  ask  him  to 
i educe  it,  he  says:  “I  cannot  reduce  it  because 
your  rates  are  higher  than  the  figure  you  say.” 


22,493.  Your  rating  assessment,  you  mean?— Yes; 
he  says : your  rating  assessment  is  higher  than  the 

ngure  that  you  ask  Schedule  A to  be  reduced  to.” 
then  we  have  to  go  through  the  process  of  going  to 
the  Assessment  Committee  and  getting  the  rating 
assessment  reduced  before  we  can  get  the  Schedule  A 
assessment  reduced,  and  sometimes  when  we  get  to  the 
Assessment  Committee  they  will  not  reduce  it. 


22,494.  I know  the  practice  varies  very  much?— 
Quite  so,  from  various  circumstances,  and  therefore 
you  are  tied  to  your  rating  assessment  for  Schedule 


22,495.  It  would  be  rather  a difficult  thing,  would 
i not,  to  depart  from  the  rating  assessment? — I do 
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not  think  so,  because,  as  mentioned  in  our  evidence- 
in-chief,  in  the  Departmental  Committee  on  Forestry 
Mr.  Minchin  giving  evidence  there  said  there  were 
definite  instructions  sent  out  to  Surveyors  of  laxes 
as  to  the  basis  on  which  they  were  to  take  the 
Schedule  A assessment,  and  if  they  would  keep  to 
their  rule  there  would  be  no  need  for  the  rating  to 
come  into  the  question  at  all. 

22.496.  You  suggest  that  the  Income  Tax  assess- 
ment should  disregard  the  rating  assessment?— Yes, 
entirely. 

22.497.  You  do  suggest  that? — Yes. 

22  493.  We  shall  have  to  have  some  evidence  about 
that!  I do  not  know  what  effect  that  would  have  on 
Income  Tax  law,  but  it  is  not  impracticable.  A 
great  deal  of  your  evidence  turns  on  the  point  of 
the  difference  between  Schedule  B and  Schedule  D— 
the  option  of  going  between  Schedules  B and  D on 
woodlands — and  you  point  out  that  the  different 
a</es  of  woodlands,  and  their  ripeness  and  maturity, 
have  a very  considerable  effect  upon  the  question 
of  the  transfer  to  Schedule  D?— Yes. 

22.499.  Is  not  that  to  some  extent  discounted  by 
the  fact  that  with  considerable  estates  there  are 
woodlands  in  every  stage  of  development?— Yes ; it 
does  not  cover  the  point,  though. 

22.500.  It  does  to  some  extent  meet  it,  does  it  not. 
Take  an  estate  on  which  there  are,  let  us  say,  500 
acres  of  woodlands,  that  is  not  a 500  acre  wood 
normally  in  one  stage  of  development;  it  might 
consist  of  20  or  30  different  plantations  in  all  kinds 
of  different  stages?— Yes,  but  the  bulk  of  them  in 
the  larger  stage. 

22.501.  They  might  or  might  not  be? — Well,  taking 
it  as  an  average  all  through,  the  proportion  of 
plantation  is  comparatively  small.  Take,  for 
instance,  the  whole  of  the  Sussex  woods  or  take  the 
whole  of  the  woods  on  the  Chiltern  Hills,  you  there 
get  areas  which  are  never  clear  cut,  that  is  to  say, 
they  always  reproduce  by  natural  generation,  and  it 
is  only  when  you  come  to  planted  woods  that  your 
argument  ivould  apply. 

22.502.  Surely  your  case  there  goes  altogether,  be- 
cause if  you  have  a woodland  which  is  regenerated 
naturally  you  have  trees  there  in  every  stage  of 
growth  and  you  take  out  every  year  over  a given 
area  of  that  wood  a certain  percentage— you  take  a 
14  years’  rotation,  or  whatever  rotation  you  like, 
for  going  round  your  wood? — Yes. 

22.503.  In  that  percentage  you  fell  the  ripe  timber 

and  you  leave  the  young  timber  to  grow ; the  next 
year  you  take  the  same  percentage  in  the  next  piece, 
and  so  on,  so  that  every  year  you  are  taking  the 
same  profit  out  of  your  woodland  and  it  is  always 
regenerating  behind  you.  In  that  case  every  year 
is  the  same  as  every  other  year,  so  I do  not  think 
your  case  arises  on  regeneration? — If  it  is  all  carried 
out  on  that  very  scientific  basis,  but  as  a matter  of 
fact 

22.504.  Surely  that  is  the  only  way  in  which  a 
regenerating  wood  can  be  dealt  with.  I have  had  to 
deal  with  a regenerating  wood,  and  that  was  a wood 
of  about  300  acres.  It  was  not  my  own  property, 
but  I w'as  very  intimately  acquainted  with  it.  I shot 
in  it  for  a very  great  number  of  years,  and  exactly 
that  process  was  carried  out.  The  underwood  is 
felled  in  one  quarter  of  the  wood — I do  not  mean 
one-fourth— but  a particular  quarter  of  the  wood  is 
taken  and  the  timber  that  is  ripe  is  felled  and  the 
underwood,  and  that  is  not  touched  again  until  it 
comes  round  in,  say,  14  years,  or  whatever  the  course 
may  be,  and  every  year  that  wood  should  yield  a 
more  or  less  even  revenue;  so  the  question  of 
maturity  or  non-maturity  does  not  arise  when  you 
have  a regenerating  system  ? — No ; I think  if  all 
woods  had  a perfect  rotation  the  whole  Income  Tax 
trouble  w'ould  disappear. 

22.505.  Quite.  I was  only  dealing  with  your 
answer  to  me,  and  in  these  regenerating  woods  your 
argument  would  not  apply? — I was  replying  to  your 
argument  that  in  many  cases  the  woods  would  be 
equalized  out  by  reason  of  the  fact  that  thev  were 
smell  woods,  but  taking  it  as  a whole  all  through 
England  that  is  not  so ; the  young  plantations  do 
not  equalize  out  the  older  stuff. 


22.506.  Quite  so.  There  may  be  estates  on  which 
there  is  a considerable  area  of  old  woodland  on  a 
clean  cut  system?— Yes,  and  on  every  estate  you  get 
a large  area  of  woodland  that  is  called  woodland 
but  really  is  very  inferior  indeed  and  is  not  young 
plantation. 

22.507.  Inferior,  why?  Because  rabbits  have 
been  encouraged,  perhaps? — No,  simply  from  the 
nature  of  the  ground.  It  is  an  inherent  property 
of  woodland,  as  a rule,  that  it  is  woodland  because 
it  would  not  produce  a sufficient  margin  of  profit 
to  use  as  agricultural  land. 

22.508.  If  you  plant  the  right  sort  of  tree  almost 
any  land  can  be  made  to  grow  something?— I should 
doubt  that. 

22.509.  Except  very  heavy  clay?— No.  In  the  very 
exposed  parts  it  is  extraordinarily  difficult  to  get  up 
trees  at  all. 

22.510.  There  may  be  a few  places? — On  the  high 
ground,  sea  swept  land,  and  so  forth,  and  on  all 
south-west  exposures  it  is  very  difficult  to  get  planta- 
tions up  and  there  is  a lot  of  land  where  it  is  per- 
fectly impossible,  or  you  get  a very  poor  inferior 
growth  of  timber.  It  is  not  the  fault  of  the  owner 
at  all ; he  has  struggled  to  do  his  best. 

22.511.  Of  course,  no  owner  can  make  a woodland 
in  his  own  lifetime? — No,  that  is  so — except  with 
fast-growing  conifers. 

22.512.  If  woods  are  neglected  and  are  suffering 
now,  it  was  the  neglect  of  our  predecessors? — I am 
afraid  it  was. 

22.513.  I think  you  would  agree  that  many 
thousands  of  acres  of  inferior  woodland,  if  they  had 
been  properly  dealt  with,  would  be  very  valuable 
to-day? — Undoubtedly  that  is  so,  but  we  have  un- 
fortunately not  had  the  knowledge  or  the  skill  or 
the  confidence  of  the  owner  to  develop  them. 

22.514.  On  that  principle  of  taking  also  into 
account  that  woodlands  are  often  planted  purely 
for  pleasure  and  sporting  purposes,  not  only  planted 
for  that  purpose  but  treated  as  though  that  were 
their  main  user,  is  it  not  desirable  that  taxation 
should  encourage  the  proper  development  of  wood- 
land?— I should  like  to  say  in  that  connection  that  it 
is  owing  to  the  fact  that  woodlands  are  looked  upon 
for  a certain  amount  of  pleasure  and  for  a certain 
amount  of  sport  that  we  have  got  woodlands  at  all. 
It  has  been  the  salvation  of  the  country.  There  has 
been  absolutely  no  profit  on  them.  Owners  have 
planted  because  it  has  been  a pleasure  and  a pride 
to  them  to  have  their  woods — and  a certain  amount 
of  duty  to  their  successors.  I have  never  heard  in 
all  my  life  of  anyone  suggesting  that  he  should  plant 
woodlands  for  profit. 

22.515.  Oh  come ! — I have  never  heard  an  owner 
come  to  me  and  say : “I  intend  to  plant  these  woods 
as  a matter  of  profit.” 

22.516.  I have  planted  many  many  acres  for  profit 
myself  and  made  a profit  on  them? — I think  if  you 
had  gone  to  an  agent  and  said  to  him:  “will  this 
be  a profitable  scheme  for  me  to  put  money  down 
into  that  woodland,”  he  would  say,  no. 

22.517.  Plant  large  plantations  on  poor  light  land 
and  see  whether  you  cannot  make  something  out  of 
it? — You  can  make  a profit  in  certain  circumstances, 
but  undoubtedly  taking  the  majority  of  woodlands  they 
have  never  been  planted  for  profit.  I have  never 
known  an  owner  definitely  say : “ look  here,  as  a 
matter  of  business  I intend  to  plant  that  land.”  He 
has  always  come  to  me  and  said : “we  will  plant  up 
that  land,  because  it  is  a waste  piece  and  we  cannot 
do  anything  with  it.”  That  is  invariably  the  reason 
why  we  plant,  or  because  it  is  a corner  piece. 

22.518.  Let  us  take  that  a little  further.  He 
plants  it  because  it  is  waste,  because  he  thinks  he 
can  make  a better  use  of  it  by  planting  it? — Not 
necessarily.  It  very  often  rounds  off  the  estate 
better  and  gives  a better  appearance  to  the  estate. 
He  does  not  like  to  see  the  land  in  the  horrible  state 
that  it  is.  It  is  a better  use  in  that  sense,  but  it 
is  not  a profitable  use  that  he  has  in  mind  at  all. 

22.519.  Yes,  I quite  understand.  His  pride  in  his 
estate  does  not  like  to  see  land  lying  derelict,  and  he 
will  plant  it  to  see  something  growing  on  it  even  if 
it  does  not  pay  him? — Yes,  and  having  done  that 
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he  says : “ what  is  the  best  thing  to  put  there?  ” He 
does  not  come  to  us  and  say:  “I  intend  to  plant 
larch,  because  it  is  profitable,  and  we  will  find  some 
land  for  the  larch.” 

22.520.  I do  not  want  to  take  you  into  the  whole 
of  the  principles  of  forestry,  because  it  is  only  on 
the  question  of  Income  Tax  here,  and  perhaps  I 
have  gone  rather  far.  On  the  question  of  Schedule  B 
would  you  not  say  that  the  reason  the  increased 
Schedule  B assessment  was  applied  to  woodlands  was 
simply  because  it  had  been  applied  to  agricultural 
land? — I take  it  that  is  so. 

22.521.  To  your  knowledge  was  it  ever  suggested 
or  attempted  to  be  proved  that  there  was  any  in- 
creased value  in  woodlands  corresponding  to  the 
increased  value  of  agricultural  land?— Not  that  I 
know  of. 

22.522.  So  that  it  was  purely  consequential?—! 
think  merely  consequential,  that  is  so;  because  origin- 
ally when  it  was  proposed— I was  not  in  England  at 
the  tune,  but  I think  I am  right— the  idea  was  that 
it  should  all  go  in  at  twice  the  rate  to  follow  the  same 
procedure  as  agricultural  land.  Then  it  was  pointed 
out,  I think,  in  the  House  that- it  was  not 'bn  the 
same  basis,  and  they  reduced  it,  but  the  whole  thing 
was  consequential. 

22,523  Mr.  Kerly : I want  to  ask  you  a question 
or  two,  because  I am  a good  deal  puzzled  about  this 
matter.  The  difficulty  seems  to  be  that  woodlands, 
and  I am  speaking  of  woodlands  as  distinguished 
from  pleasure  grounds,  are  assessed  on  a system 
which  has  been  adopted  for  agricultural  land.  They 
are  assessed,  I understand,  in  this  way:  although 
this  is  woodland,  in  fact  if  it  were  cultivated  it  would 
produce  a certain  rent,  and  the  sum  so  arrived  at 

is  treated  as  its  assessable  value  for  Schedule  A — ? 

May  I interrupt  for  one  moment. 

22,524_  Yes^- That  is  not  quite  so;  it  is  not  so  at 
all  in  fact.  For  rating  purposes,  to  put  it  into  plain 
language,  a wood  is  rated  on  its  prairie  value  without 
the  timber  at  all  When  you  get  a woodland  it  has 
to  be  rated  on  what  the  land  would  let  as  prairie. 

22.525.  I said  for  agricultural  purposes.  What  do 

let  as  P™"6  ” ^ Simply  for  what  it 
is  worth,  to  turn  stock  on  to  for  feeding  purposes. 

22.526.  It  is  treated  as  a possible  subject  of  agri- 

CU99U597  evPl°ltatliiU?_ZYeS’  if  We  are  clear  on  that. 

22,52/.  Very  well,  that  is  what  I mean.— I beg 
your  pardon  for  interrupting. 

Wha‘  you  start  with-  a hypothetical 
tenant  taking  it  not  for  what  it  is  used  for  in  fact 
but  for  something  else,  and  that  gives  yon  your 
dufeR^  A . Then  you  get  your  Sche- 

ll B assessment  by  taking  some  proportion  of  that 
got  B ™ M aS8“med  P™flt  that  the  farmer  who  has 
make  out  °f  1»!  that  is  the  system,  is  it 

annb'ieLM  St  Jf  w}0,ly  wrong,  because  it  is  not 

applicable  to  woodlands  ?— That  is  so. 

22,530.  Is  not  that  the  root  of  the  difficulty  that 

assn m f + ' StarVf  by  taxing  your  wo°dlands  on  an 
assumption  which  is  probably  too  high,  and  that  in 

is  so  ye"s  it a‘  bj  ° Proeess  ? — That 

is  so  yes,  it  is  because  practically  the  whole  of  the 

woodlands  are  in  the  hand  of  the  owners  and  are 
hofween  Schedule  A and  Schedule  B 
N»w Jet  me  suggest  to  you  another  basis 
Suppose  you  treat  such  woodlands  (as  it  is  in  the 

landsnandnnelte  ma.intfil1  woodlands)  as  wood- 
lands and  not  as  prairie  land,  and  then  try  and 
assess  their  annual  value  as  woodlands,  would  you 
not  get  rid  of  most  of  your  difficulties  p— When  you 
say  as  woodland,  that  is  the  land  with  timber  growing 
on  it  or  the  timber  included?  b g 

22,532.  Treating  the  whole  thing.  You  would  sav 
over  a period  of  years:  “ what  revenne  will  S 
S”S?  It  ” I*  it  possible  to  assess 

at  & if  °ne  c“ arriye 

22,533  I know  nothing  about  it  myself.  I am 
putting  it  to  you  to  see  how  it  strikes  a practical 
man.  Would  not  that  get  rid  of  a great  deal  of  tlie 


difficulty  about  the  taxing  of  woodlands,  and  inci- 
dentally the  rating  of  woodlands  ? — It  would  not  in 
the  case  of  the  rating  of  woodlands. 

22.534.  Why  not?  Would  not  the  rating  assessment 
also  start  from  the  real  annual  value  of  the  subject? 

-No;  the  actual  basis  of  the  rating  should  be  what 
the  land  would  let  at. 

22.535.  That  is  not  the  hypothesis  I offer  to  you. 

iowever,  I pass  on  from  that  to  make  another  sug- 
gestion to  you  : there  is  a difficulty  about  allowing 
the  owner  of  what  I will  call  commercial  woodlands, 
that  is  to  say,  woodlands  treated  as  woodlands  for 
the  purposes  of  profit  under  Schedule  D,  because  the 
timber  is  in  various  stages  of  growth?— That  is  so. 

22.536.  If  it  is  half-grown,  for  instance,  and  you 
wait  until  it  is  fully  grown  and  cut  then,  what  is 
supposed  to  be  profit  earned  in  the  period  of  years 
you  are  looking  at  is  really  capital  ?— That  is  so. 

22.537.  Supposing  when  we  are  introducing  a new 
system  of  treating  woodlands  we  started  by  assessing 
its  present  value  and  treated  its  present  value  as 
having  paid  its  Income  Tax  in  the  past,  and  having 
to  pay  no  more  as  Income  Tax,  why  should  you  not 
bring  that  in  as  stock  in  any  future  year  if  you  get 
the  proper  present  assessment  ?— Well,  we  have  con- 
sidered that  very  fully;  that  is  absolutely  the  ideal 
but  because  of  the  great  cost  of  the  valuation,  and 
the  great  difficulty  of  the  valuation,  and  the  great 
difficulty  again  of  dealing  with  woodlands  that  are 
divided  on  the  sale  of  estates,  we  have  come  to  the 
conclusion  that  it  is  impracticable. 

22,538  You  think  it  is  impracticable  ?— But  it  is 

ab99?QoIyrihe  ldeal;  we  are  a11  ‘Weed  on  that. 

22,539.  Of  course,  if  you  did  value  and,  as  I suggest 
to  you,  record  the  value  to  be  used  when  the  realiza- 
tion comes,  you  would  have  to  value  it  at  pre-war 
prices,  it  would  not  be  fair  to  treat  the  present  price 

r eTPti0naI!'V  inflated  Price  as  the  right 
one.  But  we  have  paid  the  Income  Tax  right  up  to 
the  present  moment.  v 

nvnfi'/4^  N°'  !N°  IllCOme  Tax  has  come  in  on  the 
piofits  basis,  because  we  are  assuming  the  wood  is 
growing  and  has  not  been  cut?— But  it  has  paid  its 
Schedule  A and  Schedule  B. 

K iS:  RUt  « has  "K*  Paid  its  Schedule  A and 
Schedule  B on  the  woodland  basis.  I started  on  the 

eSTv0  thUrn  b?s,s?-,But  m»kes  no  difference  what- 
ever, the  basis  we  have  submitted  to  we  have  paid 

1 1 fW°u  d P°'at  there  is  no  question  what- 

ever  of  taking  the  compound  interest  into  account 
n B 11‘Sna  °°st  of  the  woodland.  There  lias  been 

our  b?„bim  ? T have  wiped  out 

our  liability  for  Income  Tax  to  date. 

That  1 was  assuming.  You  told  me  the 
matter  has  been  carefully  considered.  It  is  simplv 
a notion  that  occurred  to  me  when  I read  your  papm, 
and  I wanted  to  hear  what  as  a practical  man  you 
said  about  it  ?— Yes.  (Mr.  Haviland)  : May  I sav 
a word  to  make  it  clear  by  analogy.  I suggest  veil 
would  get  almost  exactly  an  anatogous  pStirato 
the  farmer  under  Schedule  D.  who.  of  oouiue,  has 
his  stock  valued  at  the  beginning  of  the  period,  but 
he  has  his  stock  valued  at  postwar  prices  now,  and 
1 suggest  that  the  valuation  of  woodlands  should  be 
on  the  same  basis. 

22.543.  Mr.  Kerly-.  With  all  respect,  I think  this 
9 loading  us  a little  off  the  woodland  matter,  and 
as  my  suggestion  does  not  seem  to  commend  itself  to 
you  1 do  not  think  we  can  usefully  go  into  the  other 
matter.  Of  course,  Mr.  Haviland’s  suggestion  will 
be  recorded. 

22.544.  Sir  E.  Nott-Bower:  For  my  own  informa- 
tion. perhaps  you  could  give  this  to  me : with  regard 
to  the  principle  upon  which  the  rating  of  woodlands 
is  founded,  I should  like  information  as  to  what  the 

asis  really  is.  I think  the  woodlands  are  rated,  are 
they  not,  on  the  assumed  rent  at  which  they  could  be 

m their  natural  conditions  as  rough  pasture?— 
(Mr.  Wood):  Yes. 

22.545.  Do  you  know  under  what  authority  that 
is  done.  Is  there  any  special  provision  under  a 
ra^la^  A?t  establishing  that  standard  for  woodlands? 
—Well,  it  is  really  the  Local  Government  Board’s 
interpretation  of  the  Act  of  1874.  When  the  Rating 
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Act  was  passed  the  Local  Government  Board  issued 
a circular  giving  the  basis  and  they  have  repeated  it 
since.  That  gives  the  whole  basis  under  which  it  is 


22,546.  Generally  speaking,  rating  is  based  purely 
on  the  value  of  property  in  its  existing  condition?— 
No,  not  even  as  much  as  that ; it  has  to  be  in  its 
original  unimproved  state,  when  it  will  have  no 
fences.  A woodland  at  present  may  have  fences 

10  22  547  I am  not  speaking  now  with  reference  to 
woodlands  only,  but  the  general  principle  of  rating 
law  is  that  you  value  a thing  in  its  existing  condi- 
tion?— Yes. 

22  548.  Rebus  sic  stantibus  one  often  hears,  is 
that' general  principle  departed  from  in  the  case  of 
woodlands,  and  if  so  is  it  under  any  special  pro- 
vision Yes,  it  is  under  theActof  1874.  Mr.  Haviland 
reminds  me  of  one  thing,  that  paragraph  19  is  some- 


thing rather  apart  from  the  rest  of ’the  subject,  and 
it  may  have  escaped  notice.  I should  rather  like  to 
draw  special  attention  to  that  fact. 

22.549.  Mr.  Kerly : You  are  referring  to  paragraph 
19  of  your  second  paper,  to  the  fact  that  if  the  wood- 
lands in  hand  and  sporting  rights  are  included  in  the 
Schedule  A assessment  it  is  customary  for  Schedule 
B to  follow  Schedule  A?— That  is  so.  It  is  custo- 
mary, of  course,  to  charge  Schedule  A in  many  cases 
on  the  sporting,  that  is  to  say,  charge  it  with  the 
Schedule  A assessment,  and  then  the  Schedule  B fol- 
lows the  Schedule  A,  and  then  one  gets  charged  twice 
over  for  the  sporting.  You  cannot  have  landlord  and 
tenant  both  having  the  same  profit  out  of  the  same 
thing,  so  it  is  clearly  a point  that  should  be  reme- 
died. 

22.550.  Not  even  where  a man  has  a double  share 
of  shooting  over  his  own  land? — It  is  two  people  who 
have  it  jointly. 


Mr.  J.  M.  Matthews,  Mr. 


G.  J.  Hawes  and  Mr.  E.  J.  Kelly,  on  behalf  of  the  Association 
of  Tax  Clerks,  called  and  examined. 


The  witnesses  handed  in  the  following  statement  as 
their  evidence-iu-chief : — 

Recruitment  of  staff. 

22.551.  (1)  The  Association  is  of  the  opinion  that 
the  ’best  method  of  recruitment  is  by  way  of  one 
open  competitive  examination.  The  examination 
should  be  such  as  would  appeal  to  an  intelligent 
youth  between  the  ages  of  17  and  19  years,  and  of 
a nature  to  attract  candidates  who  would  be  suitable 
for  promotion  in  due  oourse  to  the  surveying  grade. 
By  this  means  an  opportunity  would  be  provided  for 
each  entrant  who  shows  ability  to  rise  to  the  highest 
posts  in  the  Department. 

22.552.  (2)  It  should  be  incumbent  upon  an  officer 
to  qualify  in  a departmental  examination  in  passing 
from  one  grade  to  another,  such  examination  to  be 
held  as  vacancies  arise  in  the  higher  grade.  At  the 
end  of  five  years’  service,  or  earlier,  where  excep- 
tional merit  is  exhibited,  an  officer  should  be  eligible 
for  examination  on  elementary  subjects  of  Income 
Tax  and  office  routine  for  appointment  as  Assistant 
Surveyor  of  Taxes. 

Women  clerks. 

22.553.  (3)  The  Association  is  of  opinion  that  it 
is  essential  to  progress  that  the  services  of  any 
inefficient  temporary  clerks  who  were  engaged  during 
the  period  of  the  war  should  be  dispensed  with  and 
that  the  women  clerks  to  be  established  should  be 
recruited  by  way  of  an  open  competitive  examination. 


Commissioners  and  Clerks  to  Commissioners. 

22.554.  (4)  The  Association  is  of  opinion  that  the 

functions  of  the  Commissioners  should  be  those  of  an 
appellate  body  only,  and  the  whole  of  the  work  in 
connection  with  the  making  of  assessments  should  bo 
transferred  to  the  Surveyor.  _ 

22.555.  (5)  The  duties  of  the  Clerk  to  Commis- 
sioners as  legal  adviser  to  the  Commissioners  should 
remain  as  at  present,  but  his  purely  clerical  duties 
should  be  transferred  to  the  Surveyor  to  be  per- 
formed by  his  staff. 

Assessors. 

22.556.  (6)  The  Association  recommends  that  the 
duties  of  the  Assessors  in  serving  forms  and  estimat- 
ing liabilities  shall  be  transferred  to  the  Surveyor. 
The  services  of  the  Collectors  should  be  co-opted  for 
the  purpose  of  obtaining  local  information. 


Collectors. 

22,557.  (7)  The  Association  recommends  that  the 
appointment  of  Collectors'  should  be  vested  in  the 
Board  of  Inland  Ttevenue,  and  that  whole-time 
Collectors  should  be  established  civil  servants,  respon- 
sible for  the  collection  of  the  whole  of  the  duties. 


Super-tax. 

22.558.  (8)  The  Association  is  of  opinion  that  the 
present  working  of  the  Super-tax  should  be  revised, 
and  that,  with  a view  to  simplification  of  administra- 
tion, it  should  be  merged  in  the  routine  of  the 
Surveyor’s  office.  It  is  considered  that  the  majority 
of  the  public  would  appreciate  the  facility  with  which 
they  could  obtain  advice  and  assistance  in  the  local 
Surveyor’s  office. 

Repayment  claims. 

22.559.  (9)  The  Association  understands  that  the 
decentralisation  of  the  work  of  the  Claims  Branch 
is  in  contemplation,  and  is  clearly  of  opinion  that 
such  decentralisation  will  tend  to  the  greater  con- 
venience of  the  public  and  to  economy  in  time  and 
labour. 

[This  concludes  the  evidence-in-chief.'] 

22.560.  Mr.  Kerly : Will  you  just  explain  to  us  with 
regard  to  your  Association  of  Tax  Clerks,  what  clerks 
are  they?  Does  that  include  Somerset  House  and 
Surveyors’  assistants? — (Mr.  Matthews):  It  includes 
all  the  established  male  tax  clerks  engaged  in  the 
offices  of  Surveyors  of  Taxes,  and  in  addition  some 
men  attached  to  the  Somerset  House  relief  staff.  The 
offices  are  spread  all  over  the  four  countries  of  the 
British  Isles  and  we  represent  each  of  these  countries 
in  one  combined  Association. 

22.561.  Your  first  point  is  that  you  think  there 
should  be  appointment  by  open  competitive  examina- 
tion?— Yes.  Might  I make  a very  brief  statement 
regarding  some  of  the  duties  performed  by  these  men. 

I will  pass  over  many  items  of  departmental  procedure 
and  classify  the  remainder  of  the  work  under  four 
headings.  Work  in  connection  with  taxation  at  the 
source,  the  detective  system  employed,  the  making  of 
assessments,  and  dealing  with  the  public.  The  work 
in  connection  with  tax  at  the  source  is  mainly  original 
claims,  referred  claims,  and  claims  for  relief  under 
Schedule  A.  These  original  claims,  for  instance,  are 
exceedingly  important,  and  very  often  intricate  and 
difficult  to  work,  especially  in  connection  with  trust 
estates.  Trusts  are  more  common  the  further  you  go 
north  in  Britain.  There  are  some  very  great  compli- 
cations there.  We  receive  these  claims  in  the  case  of 
trusts,  especially  from  solicitors  and  accountants,  and 
oven  there  we  find  many  errors ; they  have  to  be 
examined  very  carefully,  especially  in  cases  where 
beneficiaries  have  peculiar  portions.  Even  in  referred 
claims  we  require  a competent  person  to  deal  with 
this  so-called  minor  w-ork,  because  dependent  upon 
that  person  there  is  the  checking  of  vouchers,  and  in 
the  case  of  limited  company  accounts  we  actually  find 
certain  matters  which  lead  to  the  collection  o.  duty 
which  otherwise  would  have  escaped  assessment.  With 
regard  to  the  claims  for  relief  under  Schedule  A,  we 
charge  Schedule  A,  as  is  well-known,  and  various 
people  who  are  not  directly  assessed  under  Schedules 
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D and  E are  called  upon  to  complete  a return  form 
which  is  sent  in  to  us.  That  has  to  be  dealt  with, 
and  while  on  this  subject  I should  like  to  point  out 
that  in  certain  areas  we  are  having  very  considerable 
trouble  over  some  of  the  charges.  Mortgagees  in 
possession  are  endeavouring  to  shift  the  burden  of 
taxation  on  to  other  people’s  shoulders,  and  we  after 
ail,  in  dealing  with  the  public,  have  a right  I think 
to  point  out  to  the  Commission  that  this  thing  is 
going  on.  I can  give  fuller  details  later.  I will  now 
turn  to  what  we  might  call  the  detective  system. 
Unfortunately  the  Board  of  Inland  Revenue  have  no 
powers  to  introduce  a dossier  system,  but  at  the  same 
time  there  are  many  things  working  in  these  offices 
which  can  be  bracketed  and  called  a detective  system. 
I shall  omit  such  things  as  what  we  call  48’s;  broadly 
speaking  these  are  extracts  from  the  returns  of  em- 
ployers which  are  sent  up  and  down  the  country,  and 
also  of  course  the  removals  to  other  districts  of  persons 
already  assessed.  I will  now  mention  inventories  of 
estates  of  deceased  persons.  We  find  that  through 
getting  these  inventories  down  from  Somerset  House 
it  leads  to  the  detection,  not  only  of  interest  which 
has  been  unassessed,  but  in  addition,  business  profits, 
even  after  the  person  is  dead,  of  course.  I should 
like  to  point  out  here  that  in  cross-examination  I 
would  like  to  be  asked  the  difference  between  the 
Scotch  system  with  the  solicitors  and  the  English 
system;  it  ought  to  be  applied  to  England.  In  addi- 
tion to  that,  we  have  bank  interest  cases.  Since  1915 
we  have  had  a return  of  interest  over  a certain 
figure  from  savings  banks,  and  to  all  the  purists  in 
the  Department  who  have  believed  in  doing  away  with 
taxation  at  the  source,  this  has  been  an  eye-opener.  It 
has  led  to  the  detection  of  a considerable  amount  of 
evasion — I will  put  it  in  that  way — and  we  have  re- 
covered a large  sum  of  duty  which  otherwise  would 
have  avoided  assessment.  In  my  own  district,  in  one 
small  box  of  cards,  we  have  recovered  about  £4,000 
duty.  In  addition  to  that  we  are  now  getting  from 
Somerset  House  intimations  of  holdings  in  Govern- 
ment securities,  the  interest  on  which  has  been  paid 
without  deduction  of  tax,  and  we  do  find  in  very 
many  cases  that  we  have  no  return  whatever  of  this 
interest.  We  have  a peculiar  difficulty  in  dealing 
with  Super-tax  payers.  They  make  a return  on 
Schedule  E,  on  what  we  call  Form  12,  which  does 
not  compel  them  to  make  a full  return  of  their  income. 
They  make  a Super-tax  return  to  Somerset  House, 
and  if  we  ask  them  about  their  particular  interest 
they  very  often  endeavour  to  shirk  the  question  by 
saying,  “ I make  a return  to  Somerset  House.” 
Unfortunately  the  Super-tax  returns  are  not  available 
for  the  general  districts,  and  we  miss  this  interest 
except  by  very  judicious  inquiry  indeed.  Even 
accountants  do  not  know  what  holding  their  clients 
have  in  those  particular  investments. 

22.562.  When  you  spoke  of  a return  to  Somerset 
House,  did  you  mean  to  the  Special  Commissioners? — 
Yes,  Super-tax  returns.  Up  to  1915  there  was  a 
system  in  vogue  (it  has  been  held  in  abeyance  since 
1915)  which  we  call  the  private  residents’  system. 

I could  explain  this  in  detail,  but  I wish  simply  to 
convey  that  over  a certain  figure  of  rental  or  annual 
value  of  the  residence  we  got  returns  from  everyone 
whom  we  could  not  trace  in  our  ordinary  assessments. 
We  found  many  commission  agents  in  this  manner, 
and  in  addition  of  course  we  found  very  many  other 
things. 

22.563.  I understand  you  are  giving  us  an  acoount 
intended  to  show,  in  fact  showing,  the  very  important 
work  that  such  officers  as  you  represent  have  to  do? — 
Yes. 

22.564.  I do  not  think  we  want  anj'  further  dis- 
cussion about  that;  we  are  all  aware  of  the  fact  that 
the  work  is  very  important  and  needs  skilled  artists 
to  do  it  effectively.  We  do  not  want  you  to  go  on 
with  your  statement  for  that  purpose.  Is  there  any- 
thing else  you  wish  to  say? — Might  I mention  under 
Schedule  A the  trouble  in  some  areas  over  the  Lady 
Day  tenancy  agreement? 

22.565.  Well,  just  indicate  what  it  is? — In  the  rural 
areas  especially,  we  have  considerable  difficulty  both 
under  Schedule  A and  Schedule  B.  Some  of  the 
agreements  contain  terms  and  obligations  other  than 
rent,  which  seem  to  date  back  to  the  days  of  feu- 
dalism. Therefore  when  it  comes  to  dealing  with 
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appeals  under  Schedule  B,  we  hud  a consequent  loss 
of  revenue  under  the  Lady  Day  tenanoy.  1 may  be 
cross-examined  on  that  point  later,  and  giV6  fuller 
details.  These  duties  are  now  being  performed  by 
the  clerks  in  all  these  rural  areas.  J 

22.566.  Mr.  McLintock : By  the  Surveyors? No 

the  clerks.  ’ 

22.567.  Mr.  Kerly : Do  you  mean  they  are  doing  it 
as  Surveyors’  or  Inspectors’  clerks?— Doing  it  as 
Surveyors’  or  Inspectors’  clerks. 

22.568.  We  have  not  got  this  in  print  before  us. 
These  are  points  which  are  really  outside  your  proof 
and  you  seem  to  have  a memorandum  of  further 
suggestions? — Headings  only. 

22.569.  I think  the  best  course  will  be  for  you  to 
send  up  a further  statement.  We  shall  not  necessarily 
recall  you,  but  it  will  be  considered.  We  are  not 
prepared  to  deal  with  these  matters  to-day.  You 
suggest  that  there  should  be  a competitive  examina- 
tion ? — 1 do. 

22.570.  And  that  there  should  be  a further  ex 

amination  for  successive  advances  in  the  office? Yes. 

22.571.  You  further  suggest  that  the  women  clerks 
should  not  be  taken  on  without  local  and  competitive 
examination? — We  suggest  the  recruitment  should 
be  by  way  of  open  competitive  examination. 

22.572.  But  where  there  are  women  clerks  already 
employed  is  it  your  suggestion  that  they  should  be 
dismissed  even  though  the  women  clerks  are  wanted 
and  they  are  competent? — No. 

22.573.  I just  wanted  to  get  that  clear. — We 
suggest  that  instead  of  leaving  it  to  the  individual 
Surveyor  the  examination  should  be  conducted  by 
a departmental  committee  on  account  of  the  hap- 
hazard method  of  recruitment  during  the  war. 

22.574.  The  suggestion  is  that  under  pressure  a 
number  of  women  who  are  not  competent  have  been 
taken  on,  and  you  would  have  those  weeded  out? — 
That  is  so. 

22.575.  You  further  suggest  that  the  General  Com- 
missioners should  only  be  retained  for  appellate 
work? — My  colleague  is  dealing  with  this  question, 
so  I will  leave  it  to  him. 

22.576.  Very  well.  Have  you  anything  further  to 
say  beyond  the  suggestions  ? — (Mr.  Hawes ) : I should 
just  like  to  say  we  submit  that  the  system  of  dual 
control  at  present  in  vogue  is  unbusinesslike. 

22.577.  What  do  you  mean  by  dual  control — the 
Surveyor  and  Assessor,  or  what? — No,  this  is  not 
the  point.  The  administrative  body  is  the  Board  of 
Inland  Revenue,  and  it  is  the  fact  that  the  District 
Commissioners  have  certain  powers  allotted  to  them, 
and  the  Board  of  Inland  Revenue  have  no  overriding 
authority  over  the  District  Commissioners.  Our 
suggestion  is  that  this  dual  control  is  unbusinesslike, 
and  that  the  whole  control  of  the  work  of  the  Depart- 
ment should  be  vested  in  the  Board  of  Inland 
Revenue. 

22.578.  Now  with  regard  to  the  Collectors,  what  do 
you  mean  by  saying  the  services  of  Collectors  should 
be  co-opted  for  the  purpose  of  obtaining  local  infor- 
mation ; what  is  the  proposal  ? — The  proposal  is  that 
if  we  have  the  Assessors  in  the  Surveyor’s  office  it 
may  be  necessary  to  obtain  certain  information  from 
the  Collectors  also,  and  that  their  services  should  be 
at  the  disposal  of  the  Department,  as  well  as  those 
of  the  Assessor. 

22.579.  I do  not  quite  follow.  First,  are  you 
suggesting  that  the  Collector  should  be  appointed  by 
the  Inland  Revenue? — Yes,  we  submit  that  all  such 
officers  should  be  appointed  by  the  Inland  Revenue. 

22.580.  Then  the  Collector  would  be  appointed  as  a 
local  resident  for  the  purposes  of  collection? — Yes. 

22.581.  Is  it  your  idea  that  as  a local  resident  he 
would  get  local  information,  and  that  his  knowledge 
should  be  at  the  command  of  the  Surveyor,  who 
should  have  a right  to  call  upon  him  for  assistance. 

— I am  afraid  I have  not  quite  made  my  point  clear. 
We  think  it  is  desirable  that  he  should  be  appointed 
not  merely  as  a local  resident,  but  that  the  Collector 
who  was  appointed  by  the  Board  should  be  attached 
to  a certain  district,  and  would  thereby  become  a 
local  resident,  and  that  in  that  event  his  services  as 
knowing  the  locality  would  be  of  value  to  the  Pur- 
veyor, who  if  our  suggestion  is  adopted  would  be  tne 
Assessor  for  the  district. 
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22  582.  Is  it  the  view  of  your  body  that  the  present 
Assessors  are  a useful  body  who  should  be  retained, 
or  would  you  have  them  transferred  to  the  Suveyors’ 

office F In  our  opinion  they  should  be  transferred 

to  the  Surveyors’  offices.  Although  there  may 
be  one  or  two  instances  in  the  country  where 
tbe  work  is  satisfactorily  performed  by  the 
present  Assessors,  taking  the  country  as  a 
wliolo  they  are  a most  unsatisfactory  body  of 
officials,  especially  in  the  country  districts.  They 
aro  men  who  have  practically  no  knowledge  of  In- 
come Tax  matters;  they  are  engaged  in  businesses 
of  their  own  which  we  think  is  very  undesirable  in 
Income  Tax  matters,  and  generally  they  are  not  at 
all  satisfactory  for  our  purpose. 

22.583.  Mr.  Walker  Clark : With  regard  to  the  re- 
cruitment by  competitive  examination  by  a central 
authority,  what  relationship  would  the  central 
authority  which  passed  the  competitors  have  to  the 
local  Surveyor?  Would  he  simply  write  up  that  he 
wants  a man  and  have  one  sent  down  to  him — No.  26? 

(Mr.  Matthews) : It  would  come  through  the  Civil 

Service  Commission  in  just  the  same  way  as  all  other 
examinations. 

22.584.  There  would  be  no  opportunity  for  in- 
dividual selection  by  the  Surveyor? — No. 

22.585.  You  know  that  Surveyors  in  many  districts 
very  much  appreciate  the  opportunity  of  individual 
selection?— We  endeavour  as  much  as  possible  to  do 
away  with  anything  in  the  civil  service  in  the 
nature  of  personal  selection. 

22.586.  Making  a machine  and  turning  him  out  by 
number.  Your  friend  made  a remark  just  now  that 
the  Inland  Revenue  w'ere  administrative? — 
(Mr.Bawes)  : Yes. 

22.587.  Is  that  so? — I think  so — the  management. 

22.588.  That  is  not  as  I understand  it,  but  I may 

be  incorrect.  As  I understand  it  the  Commissioners 
are  the  administrators,  and  the  Inland  Revenue  are 
a collecting  body? — We  are  very  much  more  than  a 
collecting  body,  I think.  The  whole  responsibility 
for  the  management  of  the  Acts 

22.589.  What  clause  in  the  Act  states  that?— I am 
afraid  I have  not  got  the  Act  here. 

22.590.  T will  give  you  a copy  if  you  like? — Section 
57  of  the  Act  of  1918:  “ All  duties  of  income  tax 
shall  be  under  the  care  and  management  of  the  Com- 
missioners of  Inland  Revenue  that  is  really  the 
Hoard  of  Inland  Revenue. 

22.591.  The  Commissioners? — That  is  the  Board  of 
Inland  Revenue.  It  is  simply  another  word  for  the 
same  body.  The  Commissioners  of  Inland  Revenue 
means  the  Board  of  Inland  Revenue  that  sits  at 
Somerset  House. 

22.592.  Where  does  it  say  so? — Because  later  on 

it  ffoes  on  to  discriminate  tho  duties  of  the  General 
Commissioners  and  the  Additional  Commissioners, 
and  we  find  in  section  57 : “ The  said  Commissioners 
in  ay  do  all  such  acts  as  may  be  deemed  necessary  and 
expedient  for  raising,  collecting,  receiving  and 
accounting  for  the  tax  in  the  like  and  as  full  and 
ample  a manner  as  they  are  authorized  to  do  with 
relation  to  any  other  duties  under  their  care  and 
management,  and  unless  the  Treasury  otherwise 
direct ” 

22.593.  But  who  is  the  responsible  authority  for 
administration? — The  Commissioners  of  Inland  Re- 
venue. 

22.594.  Certainly  they  are,  and  not  the  Inland 
Revenue. — But  that  is  the  Board  of  Inland  Revenue. 

22.595.  I say  the  Commissioners — the  General  and 
the  Additional  Commissioners.— The  Commissioners  of 
Inland  Revenue,  but  when  T use  the  word  Board  I 
only  use  the  common  term  in  which  we  speak  of 
them — the  short  term. 

22.596.  You  would  suggest  that  the  Additional  and 
General  Commissioners,  usually  spoken  of  as  the  Local 
Commissioners,  should  be  under  the  control  of  the 
Board  of  Inland  Revenue.  I think  you  used  the 
expression  that  you  regretted  there  was  no  overriding 
control  by  tbe  Board  of  Inland  Revenue. 

22.597.  Mr.  Knly:  The  witness  did  except  their 
nppellate  work. — Yes.  Our  Association  submits  that 
the  General  Commissioners’  functions,  that  is  the 
local  bodies,  should  cease  to  operate  at  all  except  in 
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so  far  as  they  may  be  possibly  retained  as  an  appeal 
body,  but  we  would  even  go  so  far  as  to  submit  that 
as  an  appellate  body  it  would  be  in  these  days  more 
desirable  that  we  should  have  an  elected  body. 

22.598.  Elected  by  whom? — Our  suggestion  is  that 

the  members  of  such  a body  might  be  one  or  two 
members  from  each  of  the  following : the  local 

Chamber  of  Commerce,  the  solicitors  of  the  district, 
the  accountants  of  the  district,  and  the  Trades  Council 
of  the  district. 

22.599.  The  Trades  Council— why  ?— Because  the 
appellate  body  would  be  hearing  appeals  from  trades- 
men and  from  wage-earners,  and  it  seems  desirable 
therefore,  to  give  them  confidence  in  that  body,  that 
some  of  the  members  elected  should  be  elected  by  their 
own  representatives. 

22.600.  With  the  sole  exception  of  their  appellate 
powers  the  whole  machinery  is  to  be  under  the  control 
of  the  Inland  Revenue  officials? — The  officials  of  the 
Inland  Revenue. 

22.601.  Bureaucracy! 

22.602.  Mr.  Kerly : Very  well. 

22.603.  Mr.  Walker  Clark  : Who  is  to  stand  between 
the  taxpayer  and  this  bureaucracy? — The  appellate 
hotly  that  we  suggest. 

22.604.  Composed  of  representatives  of  these  highly 
and  duly  qualified  individuals? — Yes,  that  is  so. 

22.605.  Solicitors,  accountants,  Chamber  of  Com- 
merce and  Trades  Council? — Yes.  I would  beg  to 
submit  to  the  Commission  that  really  that  is  what, 
except  in  so  far  as  control  is  concerned,  is  going  on 
at  the  present  day.  The  functions  of  the  Commis- 
sioners, barring  the  decision  of  cases  submitted  to 
them  for  appeal,  have  mostly  been  allowed  to  be  per- 
formed by  the  Surveyors  of  Taxes  up  to  the  present 
time.  The  Additional  Commissioners  now  hardly  ever 
go  through  the  assessment  that  they  sign;  they  may 
look  at  one  or  two  cases,  but  the  bulk  of  the  sub- 
missions for  assessment  are  made  by  the  Surveyor 
himself. 

22.606.  The  bulk  of  the  submissions  you  say? — Yes. 

22.607.  To  whom  does  he  submit? — They  are  sub 
mitted  to  the  Additional  Commissioners,  but  as  I say, 
they  cannot  go  through  them  at  the  present  day. 

22.608.  Why? — With  the  numbers  that  go  before 
them  they  would  be  unable  to  examine  into  every  case, 
and  they  would  not  have  any  special  knowledge  of 
those  cases  in  these  days  in  large  areas. 

22.609.  Would  you  be  surprised  to  know  that  I have 
gone  personally  through  the  whole  of  the  assessments 
in  a large  industrial  district? — I am  venturing  to 
suggest  to  you,  sir,  that  that  is  exceptional. 

22.610.  So  far  as  our  Commissioners  are  concerned  it 
is  usual. — But  it  is  exceptional  as  regards  the  country 
at  large,  1 would  submit. 

22.611.  What  experience  have  you  in  making  these 
statements?  Have  you  had  a wide  experience  in  the 
country  ? — We  have  had  reports  from  the  whole  of 
the  country  as  to  what  is  going  on. 

22.612.  On  these  specific  points? — Many  of  them  on 
these  specific  points. 

22.613.  On  that  specific  point? — Yes,  on  that  point 
very  largely. 

22.614.  That  the  General  Commissioners  and  the 
Additional  Commissioners,  the  Local  Commissioners, 
are  wholly  unsatisfactory  except  as  an  appellate 
court? — No,  I did  not  say  they  were  wholly  unsatis- 
factory, but  that  it  is  more  desirable  that  the  work 
should  be  centralized. 

22.615.  Because  they  are  unsatisfactory? — No,  I 
did  not  say  necessarily  unsatisfactory — that  their 
functions  in  many  cases  have  lapsed,  if  I may  put 
it  in  that  wav. 

22.616.  And  taking  the  country  as  a whole,  the 
Assessors  are  also  wholly  unsatisfactory? — Yes;  that 
is  the  general  consensus  of  opinion. 

22.617.  And  I suppose  Collectors  will  be  equally 
unsatisfactory? — Tn  the  country  districts,  yes. 

22.618.  And  the  only  satisfactory  people  are  civil 
servants — bureaucracy  1 Prussianism  I 

22.619.  Mr.  Kerly:  Never  mind;  that  is  addressed 
not  to  you  but  to  the  Commission,  and  you  are  not 
expected  tn  deal  with  it.  Do  you  gentlemen  desire 
to  add  anything  further  to  what  you  have  said  ? — 
(Mr.  Kelly) : I should  like  to  add  a little  to  what 
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already  appears  with  regard  to  Super-tax  and  repay- 
ment claims.  The  Super-tax  was  first  imposed  by  the 
Finance  Act  of  1909-10,  section  66.  Therein  it  is 
described  as  an  additional  duty  on  Income  Tax  at 
the  rate  of  6d.  in  every  £ above  £3,000,  when  the 
total  income  of  the  individual  exceeds  £5,000.  The 
basis  of  assessment  to  Super-tax  is  laid 

down  as  being  the  total  income  of  the  pre- 
vious year  estimated  according  to  the  rules 
of  the  Income  Tax  Acts.  It  follows,  there- 
fore, that  the  amounts  of  the  actual  Income  Tax 
assessments  for  one  year  become  the  amounts  assess- 
able to  Super-tax  in  the  following  year.  The  Act 
provides  that  Super-tax  assessments  should  be  made 
by  the  Special  Commissioners,  who  are  empowered  to 
issue  forms  requiring  a return  of  total  income  At 
the  present  day  Income  Tax  and  Super-tax  are  inti- 
mately connected,  and  this  connection  has  been  empha- 
sized by  the  progress  of  legislation  since  Super-tax 
was  imposed.  Income  Tax  is  charged  at  graduated 
rates  up  to  £2,500  at  which  figure  of  income  the 
flat  rate  of  6s.  m the  £ is  introduced,  and  at  which 
figure  also  the  rates  of  Super-tax  commence  to  apply 
Super-tax  also  is  charged  at  graduated  rates.  Both 
taxes  are  therefore  in  theory  one  coherent  whole,  a 
system  of  graduated  tax  embracing  the  whole  range 


of  incomes  worked  by  similar  machinery,  and  based 
on  cognate  principles.  Then  regarding  the  question 
of  the  decentralization  of  the  work  in  connection  with 
repayment  claims,  my  Association  is  clearly  of  opinion 
that  the  whole  of  the  work  in  connection  with  the 
certifying  of  repayment  should  be  performed  in  the 
Surveyor’s  office.  The  Accountant  and  Comptroller 
General  should  be  notified  by  the  Surveyor  to  repay 
the  sum  due,  and  the  claim  should  be  filed  in  the 
Surveyor  s office.  This  method  of  repayment  works 
quite  satisfactorily  in  the  case  of  quarterly  assess 
ments  The  method  of  dealing  with  claims  in  law  is 
as  follows 

22.620.  I do  not  think  we  need  have  that. — Then  T 
think  that  is  all  I have  to  add. 

22.621.  Mr.  Kerly : We  are  much  obliged  to  you 
and  hope  it  is  not  a disappointment  to  vou  that  we 
have  not  felt  ourselves  at  liberty  to  enter' into  a good 
many  interesting  matters  which  you  were  perhaps 
anxious  to  tell  us  about;  but  you  must  remember 
that  we  have  got  information  from  other  quarters 
upon  so  many  of  these  matters,  and  some  of  them  are 
really  matters  outside  our  purview;  such  things  for 
instance,  as  re-arrangement  of  work  inside  the  office 

r®e,-trbe!,UIre,  “e  fi"d'nK.  °f  a BovaI  Commission  to 
deal  with ; we  have  got  quite  enough  to  do. 


Mr.  J.  H.  Milne  Home  and  Mr  A W.  Robertson  Durham,  O.A.,  F.F  A on  behalf  of  fh«  , 

and  Property  Federation,  called  and  c’xamiimd.  * * th  Scottlsh  Land 


Evidence-in-chief  of  Mr.  J.  H.  Milne  Home. 

®i622f-  / baTe  been  connected  with  the  manage- 
ment of  land  in  the  south  of  Scotland  for  the  past 
twenty-two  years,  and  at  the  present  time  have 
charge  of  estates  extending  to  240,000  acres,  belong- 
ing to  the  Duke  of  Buccleuch,  in  the  counties  of 
Dumfries,  Roxburgh,  Selkirk,  and  Midlothian. 

Nature  and  scope  of  evidence. 

22,623.  (1)  The  evidence  which  I have  to  tender  is 
given  on  behalf  of  the  Scottish  Land  and  Property 

Sally  »T’tba  ^ 5 Wh‘Ch  !S  rePreseutative  of  prac- 
beini  dr,  f landowners  m Scotland,  its  members 
SS  f fr°m  eTCry  COUnty  and  Including  landed 
estates  of  every  size  and  character.  The  Scottish 
Land  and  Property  Federation  have  recently  obtained 
seheduta  from  a number  of  representative  estates  in 
Scotland  showing  certain  particulars  for  a period  of 

tebulafd'  Tde  reSUltl0f  th0Se  “fiuiries  have  been 
tabulated,  and  are  submitted  by  my  colleague,  Mr. 
A W.  Robertson  Durham,  C.A.  The  figures  sub 
nutted  amply  support  the  contention  thtt  on  the 

rgd  BState  the  “Pcnditure  ™ 

maintenance  and  management  always  exceeds  the 
statutory  allowances  of  one-eighth  and  one-sixth,  and 

of  m»ter-hl0  fUdTl’  Wlth  *he  Sreat'y  increased  cost 
“d  ?abour-  tho  percentage  of  rental  ex- 

nart  V"  mamtTT?  ’"1I  ba  lusher  than  in  the 
past.  It  seems  only  fair,  therefore,  that  some  means 

Income  Ta^V^d6^  ^ S1‘mS  aC‘Ual,y  ^ssed  for 
, . t X should  more  nearly  approximate  tn  tlm 

f fMa  repcyment  cTalm  shoSd 
1 Sh°uld  be  "oted  ‘hat  the  figures 
quoted  take  no  account  of  either  Super-tax  or  Death 
Duties,  which  in  many  instances,  swallow  up  the 
u hole  surplus  income  oyer  long  periods  of  yeara 

Schedule  A. 

22,624  (2)  It  was  our  intention  to  make  some  re- 

fandTand°I  ‘ met,,od  of  levying  Income  Tax  upon 
* . i?  d heritages  since  tile  Income  Tax  Act  of  1840 
but  this  aspect  of  the  question  ha.  been  so  My  and 
iiccui  ately  dealt  with  by  Mr  R V at  tt  v'- 
Appendices  Nos.  1,  2 and  3 of  tlJ'Mtofefo,™  “ 

( ence  before  the  Royal  Commission,  that  it  is  un 

SSST  Mr  'X'V^  kl  4110  repetition^/ these 
uetaus  Mr.  Hopkins’  memoranda  relate  bnw 
ever,  to  the  administration  of  the  Income  Tax  Acts 


in  Great  Britain  and  Ireland  ‘as  a whole,  and  there 
aie  certain  methods  of  procedure  in  Scotland  which 
differ  somewhat  from  those  in  England.  As  the  evi- 
dence now  tendered  relates  solely  to  Scotland,  refer- 
ence  reqmres  to  he  made  to  such  differences  in  method 
of  collection,  *c.  In  Appendix  2,  paragraph  23,  Mr. 
Hopkins  states  that  the  gross  annual  value  for  the 
purpose  of  assessment  to  “ Schedule  A is  determined 

Fh,nipPf  f°tCa  Pl'°Visi0n  beillg  made  in  the 

finance  Act  for  each  year  for  which  a new  valuation 
4 be  “ad® , for  the  existing  values  to  be  con- 

tinued  for  a further  year.”  It  is  understood  that 
e English  practice  is  a revisal  every  five  years,  but 
in  Scotland,  where  a printed  valuation  roll  of  lands 
and  heritages  in  each  county  is  made  up  annually, 
it  is  the  practice  to  take  the  gross  assessable  value 
tor  Income  Tax  from  the  valuation  roll,  which  also 
forms  the  basis  for  local  rating.  The  deductions 
allowed  are  one-eighth  for  lands  and  one-sixth  for 
houses,  and  also  an  allowance  for  “ rates.”  Here 
again  the  practice  in  Scotland  differs  from  that  in 
Liiigiand  for  the  reason  that  county  and  parish  rates 
aie  in  Scotland  (with  certain  trifling  modifications) 
paid  equally  by  owners  and  occupiers,  instead  of  fall- 
ing wholly  on  occupiers.  Burgh  rates,  although  for 
the  most  part  payable  by  occupiers,  are  also  partly 
payable  by  owners.  The  allowance  for  “ rates  ” in 
assessment  for  Income  Tax  is,  strictly  speaking,  in 
respect  of  the  owner’s  rates  for  the  year  correspond- 
ing with  the  year  of  Income  Tax  assessment,  but  in 
practice,  as  a matter  of  convenience,  the  amount  of 
owner  s rates  actually  paid  in  the  year  previous  to 
the  Income  Tax  assessment  year  is  often  taken.  The 
ui  ens  which  are  allowed  as  deductions  under 
rates  are : — 

(1)  County  rates  payable  as  owner. 

(2)  Parish  rates  payable  as  owner. 

(3)  Burgh  rates  payable  as  owner. 

(4)  Land  Tax. 

(5)  Heritor’s  assessment. 

Nos.  (4)  and  (5)  are  both  obligations  which  are 
wholly  payable  by  owners,  and  do  not  fall  upon  occu- 
piers at  all.  One  of  the  heaviest  burdens  falling  upon 
land  in  Scotland  is  very  commonly  the  minister’s 
stipend  and  surplus  teind,  but  as  Income  Tax  is  de- 
ducted in  paying  the  stipend  or  surplus  teind,  these 
obligations  do  not  form  a deduction  under  “ rates  ” 
on  the  Income  Tax  assessment  notices.  The  position 
of  feu-duties  or  ground  rents  is  similar,  Income  Tax 
being  deducted  by  the  vassal  in  making  payment  of 
the  amount  due. 
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Deductions  and  ‘‘  maintenance  claim.” 

22  625.  (3)  The  deductions  of  one-eighth  on  lands 
and  one-sixth  on  houses  in  respect  of  the  estimated 
cost  of  repairs,  management  and  insurance,  were  for 
long  recognized  as  quite  inadequate  in  most  instances 
to  meet  these  charges.  So  long  as  the  rate  of  Income 
Tax  was  comparatively  low,  the  inequality  between 
assessed  income  and  net  actual  income  was  not  of 
such  great  importance.  Recognition  of  the  need  of 
some  further  allowance  was  first  given  in  the  Finance 
(1909-10)  Act,  1910,  where,  under  section  69,  certain 
additional  allowances  were  made  when  actual  expen- 
diture was  shown  to  have  exceeded  the  statutory 
allowance,  but  such  increased  allowance  was  limited 
to  a total  of  one-fourtli — that  is  to  say,  an  additional 
one-eighth  on  lands  and  one-twelfth  on  houses,  and 
the  allowance  was  only  given  for  houses  where  the 
rental  did  not  exceed  £8.  The  principle  has  since 
been  extended  by  the  removal  of  the  limit  of  25  per 
cent,  and  by  the  extension  in  the  rental  of  houses 
from  £8  to  £12.  By  the  Finance  Act,  1919  (section 
19)  the  rental  limit  of  houses  in  respect  of  which 
additional  deductions  can  be  claimed  is  raised  to  £60 
in  Scotland.  The  amount  repaid  is  not  based  on  the 
proved  expenditure  for  the  year  of  assessment,  hut 
on  the  five  years’  average  expenditure  up  to  the  year 
preceding  the  year  of  assessment.  To  take  an  actual 
example,  the  Income  Tax  payable  for  the  financial 
year  ending  1st  April,  1919,  is  collected  one-half  in 
January,  1919,  and  one-half  in  July,  1919.  The  main- 
tenance claim  based  on  the  average  expenditure  of 
the  five  years  ending  1917  is  then  lodged  in  April, 
1919,  and  is  repaid  after  being  examined  and 
passed  by  the  Surveyor  of  Taxes  for  the  district  and 
the  Head  Office  of  Inlaud  Revenue  in  Edinburgh. 
This  process  usually  occupies  a few  months.  The 
inquiries  of  the  Federation  have  clearly  shown 
that  on  all  well-managed  estates,  where  the 
equipment  is  well  maintained,  a “ maintenance 
claim  ” of  substantial  amount  can  regularly 
be  made.  In  such  cases,  therefore,  which 
are  the  majority,  the  owner  in  the  first 
place  pays  a considerably  larger  sum  in  Income  Tax 
than  his  ultimate  obligation  requires,  and  then  goes 
through  a process  of  lodging  a claim  in  somewhat 
elaborate  detail  for  recovery  of  the  balance  of  tax 
overpaid.  It  is  true  that  by  the  introduction  of  half- 
yearly  payments  in  January  and  July,  instead  of 
yearly  payments  in  January,  the  injustice  is  to  some 
extent  relieved,  but,  nevertheless,  the  system  seems 
cumbersome  and  capable  of  improvement  from  the 
point  of  view  of  the  Inland  Revenue  quite  as  much  as 
the  Income  Tax  payer. 

We  also  desire  to  suggest  that  the  limit  of  £60 
rental  for  houses  in  Scotland  for  expenditure  exceed- 
ing one-sixth  of  the  rental  should  be  removed  as 
regards  all  subjects  which  are  let,  and  should  only 
apply  to  houses  which  are  occupied  by  the  owner. 
The  cost  of  maintaining  a house  of  £100  rental  is 
proportionately  just  as  great  as  in  the  case  of  a house 
of  £50  rental,  and  so  long  as  a house  is  let,  it  must 
be  assumed  that  the  best  rent  obtainable  is  being  got, 
and  that  the  repairs  and  maintenance  expenditure  is 
only  such  as  is  actually  required  in  order  to  maintain 
rent. 

Woodlands. 

22,626.  (4)  Wo  desire,  on  behalf  of  the  Federation, 
to  draw  special  attention  to  the  present  method  of 
assessing  woodlands  for  Income  Tax.  Unlike  other 
classes  of  property  capable  of  being  let  at  an  annual 
rent  which  is  more  or  less  easily  defined,  woodlands 
must  necessarily  remain  in  the  • occupation  of  the 
owner,  and  be  worked  by  him.  Where  woodlands  are 
fully  stocked  and  worked  in  regular  rotation,  as  on 
the  Continent  of  Europe,  a fairly  even  and  regular 
annual  income  is  obtainable,  but  owing  to  the  past 
neglect  of  forestry  in  this  country,  very  few,  if  any, 
estates  have  been  worked  on  regular  system  over  a 
long  period  of  years,  which  is  essential  for  a sustained 
yield.  Income  Tax  is  levied  on  woodlands  in  Scot- 
land on  the  basis  of  the  rental  in  the  valuation  roll, 
which  rental  is  based  on  the  estimated  value  of  the 
land  in  its  natural  state  as  pasture.  Upon  this 
valuation  Schedule  A tax  is  levied,  subject  to  the 
allowance  of  one  eighth  and  “ rates.”  Schedule  B 
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is  levied  on  the  gross  annual  value  without  any  deduc- 
tions, instead  of  upon  one-third  of  the  annual  value, 
as  was  formerly  the  case.  The  owner  has,  it  is  true, 
the  option  of  going  under  Schedule  D,  and  paying 
tax  on  the  basis  of  the  average  profits  for  the  three 
previous  years  where  the  woods  are  shown  to  be 
worked  on  a commercial  basis.  This  alternative  may 
be  of  some  little  use  as  regards  young  plantations, 
but  to  accept  the  alternative  of  Schedule  D in  the 
case  of  woodlands  which  are  mature,  or  are  about  to 
become  mature,  is  obviously  to  pay  Income  Tax  twice 
over,  such  woods  having  for  a long  series  of  years 
paid  Schedule  A and  Schedule  B tax,  while  there 
were  no  returns,  and  then  again  paying  under 
Schedule  D when  the  timber  comes  to  be  realized. 
We  desire  to  point  out  that  the  profits  derived  from 
woodlands  are  one  and  indivisible,  and  should  be 
assessed  under  a single  Schedule  and  under  two 
Schedules.  This  matter  has  been  fully  investigated 
by  the  committee  of  the  Royal  Scottish  Arboricul- 
tural  Society,  a society  having  a very  large  member- 
ship of  all  those  interested  in  forestry  in  Scotland, 
and  we  desire  to  endorse  the  recommendations  of  this 
committee,  which  are  as  under : — 

(1)  Any  owner  of  woodlands  to  have  the  right  to 

elect  to  be  charged  to  Income  Tax  under 
Schedule  D in  place  of  Schedule  B. 

(2)  Any  owner  electing,  to  be  assessed  under 

Schedule  D,  as  aforesaid,  to  furnish  the 
National  Forest  Authority  with  a schedule 
showing  the  total  acreage  of  the  woodlands 
owned  by  him,  and  the  description  of  these 
woodlands  in  age-classes  of,  say,  ten  years 
up  to  fifty  years,  and  twenty  years  above 
fifty  years. 

Note.-— A distinction  would  probably 
have  to  be  made  between  conifers  and 
hardwoods. 

(3)  Income  Tax  (Schedules  A and  B)  already 

paid  in  respect  of  the  woodlands  included 
in  the  above  schedule  to  be  determined 
according  to  a scale  to  be  framed  jointly 
by  the  Inland  Revenue  and  the  Forest 
Authority  as  applicable  to  all  cases  and 
allowed  as  a deduction  prior  to  assessment 
to  Schedule  D. 

(4)  The  amount  of  the  above  deduction  to  be 

arrived  at  on  a percentage  basis  according 
to  the  ages  and  extents  of  the  woodlands 
detailed  in  the  Schedule,  and  decrease  at 
the  rate  of  2 per  cent,  per  annum  as  from 
the  date  of  the  first  assessment. 

Note. — It  is  assumed  that  in  fifty  years 
the  whole  of  the  timber  whicli  has 
previously  paid  Income  Tar  under 
Schedules  A and  B would  have  been 
realized. 

(5)  Income  Tax  (Schedule  D)  to  be  levied  on  the 

basis  of  five  years’  average,  or  preferably 
seven  years’  average. 

22,627.  The  following  is  a simple  illustration  of  the 
working  out  of  the  above  scheme : 


1 

Age  of  woods. 

2. 

Extent 

Acres. 

3. 

Percent  age  of 
total  area 
(excluding 
unstocked 
ground). 

4. 

Percentage  deduc- 
tion for 

Income  Tax,  say 

Unstocked 
1-10  years 
11-20  „ 

21-30  „ 

31-40  „ 

41-50  „ 

51-70  „ 

71  years  and  over 

15 

100 

70 

30 

50 

150 

200 

16  • 7 per  cent. 
11-7  , 

5-0  „ 

8-3 

25-0  „ 

33-3  „ 

"n 
22 
37  | 

...  )-64-5  per  cent. 
67  1 
80  1 
100  j 

615 

100 ’0  per  cent. 

Note. — The  percentages  in  column  4 are 
merely  estimated,  but  have  been 
inserted  in  order  to  illustrate  the 
principle. 
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In  the  above  illustration  the  abatements  in  the 
Schedule  D assessment  would  be  as  follows  : — 

1st  year  ...  64-5  % 

2nd  year  ...  63-2  % i.e.,  64-5  % 

and  so  on  thereafter,  the  amount  of  the  abatement 
lemg  reduced  by  ,V.  th  each  year  until  exhausted. 

22,628.  The  above  claim  would  involve  a certain 
amount  of  initial  trouble  both  to  the  Inland  Revenue 
and  the  owner  of  the  woodlands,  but  the  particulars 
required  are  only  such  as  would  be  available  on  any 
well-managed  estate  with  proper  records,  and  once 
ascertained,  no  further  trouble  is  involved,  except 
deduction^  0n  readjustment  in  the  percentage 

The  incidence  of  the  burdens  of  Income  Tax,  Super- 
tax, and  rates  on  woodlands,  with  actual  examples 
“,r  o'*6  published  in  the  '•  Transac- 
5rmrei8°5.8"“  Arboriculturul  Society,” 
(her  JPL.181?’  5’  169'  1,1  the  two  examples 

follows  —6<i  16  burdens  per  e of  ren‘al  were  as 


Alterations  recommended. 


— 

Income  Tax 
and 

Super-tax. 

- 

RateB  and 
other 
burdens. 

Total. 

(1)  Estate  in  Dumfriesshire 

and  Roxburghshire... 

(2)  Estate  in  Midlothian  . 

16/10-7 
15/  l-l 

7/6 

11/3-9 

24/4-7 

26/5 

Income  Tax  on  minerals. 

22,629.  (5)  With  regard  to  the  deductions  allowed 
r.  assessing  Income  Tax  on  mineral  rental,  we  desire 
to  suggest  that  the  fees  and  expenses  of  mining 
nefcTI  empb>7ed>  an  owner  should  be  a oom- 
petent  charge.  It  is  essential  for  the  best  develop- 

shiHed  aT  fi6“  that  the  owner  should  take 

Skilled  advice,  not  only  when  first  leiting  the 
minerals,  but  at  all  times  thereafter  in  checking 
worke7%uch  f“era!17  Rising  as  to  development 
meet  „fSb,  Vd”je  “ aS  f sentlaI  as  skilled  manage- 
k aRowed  fd'  fa  aS  “ deducti°n  from  Schedule  A 
is  allowed  for  land  management, . so  it  is  contended 

Lhed"iePD  fongth  Wan“  8h°UU  be  made  undet 
minerals  6 manaSement  aad  supervision  of 

Schedule  B. 

affect?]'  (?  Ourlobaervations  on  Schedule  B as  if 
affects  lands  are  brief.  We  recognise  that  in  recent 

resoect  h6f  aa8essmont  of  land»  under  Schedule  B in 

earned  ^ ^ the  p™flto  “‘"ally 

rentel  was  n I m°reaSe  fr0m  one-tbird  to  the  full 
rental  was  probably  necessary.  We  are  however 

very  doubtful  whether  the  further  doubling  of  the 
assessmen  to  a charge  of  twice  the  rental  of  agricul- 

nvo lveaS  T'  «*  ^ almost  cerSy 

involve  the  lodging  of  a large  number  of  claims  for 

pierTfena„°ic,  lt“T  J1  is  trlle  that  tha  °reu- 

Suder^sS^D,'  b?/ so^lon?  aT^hi  ^ 
ivdfreli^to’com1'61'''  °f  ” 

theirt^fif  ““L  'excess  7^  & £-% 

through  reluctance  to  keep  accounts  and  tn  Li 
valuations  such  as  would  be  essential  if  Schedule  D 
‘ 1 ,be  comPulsory.  If,  however,  Schedule  D was 

munity.  If  Schedule  B isTbf 

suggest  that  it  should  revert  for  agricultural  suh 
jects  to  an  assessment  on  the  full  rental  1 l 

ths  ™ X.*!™ m 

u"der  'IcVdX  TZTb0".!  i"di'dd'!a' 

enough  on  this  class  of  property  7 '™’s  lea'',!7 


*i,22ib3i'  lo  ?ummarire  the  foregoing  proposals 

the  Federation  desire  to  recommend  the  followine 

tlationT—  6 InC°m6  T“X  iaw  "lld  admiuia 

(a)  that  any  owner  of  lands  and  heritages  assessed 

under  Schedule  A should  have  the  oS  j 
assessment  under  Schedule  D.  and  the 
expenditure  on  repairs,  maintenance 
management,  and  insurance  forming  a 
deduction  from  the  gross  assessment  shmihl 
be  based  as  at  present  on  a five  years' 
average  immediately  preceding  the  year  of 
assessment ; J 

(b)  that  all  improvement  outlay  be  admitted  as  a 

ground  for  claim,  whether  necessary  to 
maintain  rent  or  not.  If  there  is  any 
increase  in  rent,  there  is  an  increase  in 
assessable  value  for  Income  Tax.  This 
question  is  one  of  considerable  importance 
in  view  of  the  prospective  substantial  out- 
lays on  the  improvement  and  reconstruction 
of  cottages; 

(c)  the  limit  of  £60  rental  for  houses  in  Scotland, 

in  respect  of  which  outlay  beyond  one-sixth 
can  be  reclaimed,  should  be  removed  as 
regards  all  subjeots  which  are  let,  and 
should  only  apply  to  houses  which  are 
occupied  by  the  owner ; 

(d)  the  woodlands  should  he  assessed  upon  a new 

and  more  equitable  basis  under  a single 
Schedule,  either  on  the  lines  suggested  by 
the  Royal  Scottish  Arboricultural  Society 
or  in  a similar  way; 

(e)  that  the  fees  and  expenses  payable  to  mining 

engineers  be  allowed  as  a competent  de- 
duction in  assessing  Income  Tax  upon 
mineral  rentals; 

(f)  that  Schedule  B should  be  levied  on  the  basis 

of  the  valuation  roll  rental  of  agricultural 
lands,  instead  of  upon  twice  the  rental. 

\Tlns  concludes  the  evidence-in-chief  of  Mr.  Milne 
Home.] 

Evidence-in-chief  of  Mr.  A.  W.  Robertson  Durham. 
C.A.,  F.F.A. 

22.632.  (1)  1 am  a Chartered  Accountant  in  Edin- 
burgh, a Fellow  of  the  Faculty  of  Actuaries,  and  a 
partner  of  the  firm  of  A.  and  J.  Robertson,  C.A., 
Edinburgh.  I was  invited  by  the  Scottish  Land  and 
Property  federation  to  go  over  the  returns  which 
they  had  obtained  from  their  members,  showing  the 
gross  rental  of  agricultural  lands,  and  of  houses 
connected  therewith,  and  the  amounts  chargeable 
thereon. 

22.633.  (2)  The  membership  of  the  Federation  num- 
bers 470,  and  it  includes  most  of  the  principal 
landovvners  in  Scotland.  Schedules  were  issued  to 
loO  members  of  representative  estates  in  different, 
counties  in  Scotland,  and  of  these  47  schedules  were 
returned  completed,  out  of  which  10  typical  cases 
were  selected  in  as  varied  districts  as  possible,  and 
tie  figures  relating  to  these  are  submitted  [see. 
Appendix  No.  35  (a)]. 

22.634.  (3)  The  schedules,  as  issued,  called  for  the 
following  information  for  the  ten  years  from  1900 
to  1918. 

(1)  Gross  rental  of  agricultural  lands  as  assessed 

for  Schedule  A. 

(2)  Public  and  parochial  burdens,  including 

county,  parish,  and  burgh  rates  assessed 
on  owners,  Land  Tax,  heritor’s  assessment, 
minister’s  stipend,  surplus  teind,  Crown 
duties,  and  feu-duties. 

(3)  Annual  charges  for  management  and 

insurance. 

(4)  Renewals,  repairs,  and  improvements. 

(•>)  Surplus  after  deducting  (2).  (3)  and  (4), 
from  (1). 

(6)  Net  amount  assessed  for  Income  Tax  under 

Schedule  A. 

(7)  Income  Tax  paid. 

(8)  Amount  of  tax  recovered  under  maintenance 

emup. 
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92  G35  (4)  a noticeable  feature  of  the  returns  was 
that’ in  many  of  the  schedules  the  repairs  m the  last 
live  years,  and  particularly  in  the  years  1916,  191/, 
.m,l  igl8  5how  a very  considerable  decrease  from  the 
average  and  this  is  due  almost  entirely  to  the 
difficulty  of  getting  repairs  carried  through  during 
the  later  years  of  the  war.  The  probability  is,  there- 
fore that  in  future  tho  deferred  repairs  and  necessary 
annual  repairs  will,  without  taking  into  account  in- 


creased cost,  show  a considerably  higher  percentage 
of  the  gross  rents.  The  statement  appended  hereto 
shows  the  results  of  tho  10  selected  examples,  grouped 
in  a concise  form  for  the  five  years  1909  to  1913,  and 
1914  to  1918.  The  average  for  each  of  the  five  years 
is  also  shown  as  a percentage  of  the  gross  rents. 

22,636.  (5)  From  the  statement  appeuded,  the 
following  results  are  shown  : - — 


Lands— Percentage  of  public  burdens  to  gross  rental. 


Estate. 

A 

B 

C 

D 

E 

F 

Gr 

H 

I 

J 

1908-13  

1914  18  

17-9 

24-1 

14-1 

18-6 

15-8 

21-4 

19-0 

24-7 

10-4 

12-2 

15-9 

24-4 

16-7 

21-8 

10- 9 

11- 6 

16-2 

213 

14*5 

16-4 

Percentage  of  management  expenses  and  renewals  to  gs 

oss  rent 

it. 

Estate. 

A 

B 

C 

D 

E 

F 

G 

H 

I 

J 

1908-13  

1914-18  

48-2 

46-6 

63-9 
55 ’6 

21-3 

15-7 

42-7 

33-0 

27-3 

20-4 

28-8 

24-1 

38-7 

33-6 

41-4 

26-2 

25- 8 

26- 6 

37-3 

26-1 

Percentage  of  surplus,  and  of  oi-iginal  assessme 

nt  to  gross  rev 

tal. 

Estate. 

A 

B 

C 

D 

E 

F 

G 

H 

I 

J 

1908-13— 

Surplus  

Assessment 

1914-18— 

Surplus  

Assessment 

33-8 

75-3 

29-3 

73-1 

21-9 

92-4 

256 

77-4 

62-9 

87-6 

62-9 

87-7 

38-2 

82-2 

42-4 

75-4 

62-1 

80-2 

67-2 

79-7 

55  ■ 2 
79-9 

51-9 

78-5 

44-6 

81-3 

41-0 

79-7 

47-6 

79-2 

02 -2 
78-1 

57-8 

76-5 

52-1 

76-4 

48-0 

77-2 

57-4 

76-1 

Houses— Percentage  of  surplus,  and  of  original  as 

sessment  to  gross  ren 

al. 

Estate. 

A 

C 

E 

E 

G 

H 

I 

J 

1908-13 — 

Surplus  

Assessment  ... 

1914-18— 

Surplus  

Assessment 

70-8J 

6-8 

80-3 

40-0 

84-0 

50-8 

83-6 

48-4 

79-0 

55-1 

79-4 

62*8 

76-0 

50-3 

78-0 

80-0 

79-8 

50-0 

75-1 

35-1 

74-1 

01-9 

20-2 

81-0 

52’ 0 
72-8 

47- 1 
71-5 

From  tho  above  figures  it  will  be  seen  that  in 
every  case  the  original  assessment  is  in  excess  o 
the  surplus  falling  to  the  proprietor,  varying  lroni 
70  per  cent,  in  estate  B,  to  12  per  cent,  in  estate  T-. 
Mr.  Milne  Home,  who  is  giving  the  principal  evi- 
dence on  behalf  of  the  Federation,  has  exhibited  a 
copy  of  his  evidence  to  me,  and  I concur  in  the  views 
as  put  forward  by  him. 

[ This  concludes  the  cvidencc-in-chief  of  Mr. 
llobertson  Durham.'] 

22.637.  Mr.  Kerly:  There  are  a few  questions  I 
would  like  to  put  to  you,  and  then  gontlcmen  who 
understand  it  better,  I expect,  will  follow.  Will  you 
turn  to  paragraph  2 of  Mr.  Home’s  proof?  You  say 
that  the  Scottish  practice  is  to  have  an  annual  valua- 
tion?— (Mr.  Dome):  Yes. 

22.638.  Would  you  just  tell  mo,  is  that  valuation 
done  on  tho  English  basis  of  assuming  what  a hypo- 
thetical tenant  would  give  for  the  property?  iou 
mean  in  the  case  of  an  unlet  subject. 

22.639.  Yes. — Yes,  it  is. 

22.640.  Where  it  is  actually  let,  of  course,  you  are 
guided  by  the  rent ■ -received ? — Which  is  entered  in 
the  printed  valuation  roll:  in  iScotland. 

22.641.  Is  this  actually  altered  year  by  year?— It 
is  corrected  every  year  by  the  Assessor. 

22.642.  Is  the  Assessor  an  Income  Tax  official,  or  is 
it  takon  from  the  local  rate  books? — He  need  not  bo 


an  Income  Tax  official,  out  in  uc<my  — " 

the  local  Surveyor  of  Taxes.  In  order  to  get  the  best 
possible  advice  in  preparing  the  valuation  roll,  ioi 
which  the  county  councils  are  responsible,  they  always 
endeavour  to  employ  the  Surveyor  of  Taxes  and  the 
Inland  Revenue  permit  them  to  do  so. 

22  643.  Now,  will  you  turn  to  the  middle  ol  para- 
graph 3,  where  you  speak  of  the  allowances?  Spec  a 
arrangements  were  introduced,  limited  to  land  and 
houses  of  a certain  value,  in  tho  Act  of  1J10.  — lhat 
is  with  regard  to  houses? 

22.644.  Yes,  I understand  it  is  with  regaid  to 
houses.  Ho  you  object  to  the  principle  of  that  Act? 
The  principle  of  restricting  the  rental? 

22.645.  No.  the  principle  of  basing  your  allowance 

for  maintenance  on  actual  expenditure  taken  oil  an 
average?— I beg  your  pardon;  you  refer  to  section  69 
of  the  1909-10  Act.  . , , , , . 

22  646.  I beg  your  pardon;  1 had  the  wrong  Act. 
It  was  section  69  of  the  Act  of  1909-10?  Yes. 

22.647.  The  principle  there  adopted  is  to  make  the 
allowance  on  actual  expenditure?— Quite. 

22.648.  Taking  it  on  an  average  of  five  years,  - - 

That  is  right.  . , , „ 

22649.  Are  you  satisfied  or  dissatisfied  with  that 
Perfectly  satisfied,  subject  to  the  removal  of  the 
restriction  oh  : houses ; I think  'it  is  perfectly  fair  in 

' 22.650  Would  not  that  involve,  if  adopted  through- 
out the  country,  an  enormous  amount  of  work?— Do 

Z 3 
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you  mean  it  would  involve  an  enormous  amount  of 
work  if  the  basis  of  assessment  was  practically  put 
on  to  Schedule  D basis  instead  of  Schedule  A;  at 
present  it  is  open  to  anybody  to  make  a maintenance 
claim ; ; therefore,  there  would  be  no  increase  of  work 
in  that  respect. 

22.651.  But  in  the  case  of  houses  it  is  limited  to 
houses  of  a particular  value? — I see  your  point  now. 
It  is  that  if  that  limit  of  rent  of  houses  were  taken 
off  it  would  bring  in  a lot  more  maintenance  claims, 
is  it  not? 

22.652.  Yes. — I do  not  think  so;  I should  very  much 
doubt  it.  I should  not  think  that  the  increased 
number  of  claims  would  be  very  large. 

22.653.  You  suggest  at  the  end  of  paragraph  3 that 
the  limit  of  £60  rental  for  houses  in  Scotland  should 
be  removed? — Where  the  houses  are  let. 

22.654.  And  you  would  retain  it  where  the  house  is 
occupied? — Where  the  owner  is  occupying  the  house, 
I think  that  would  be  reasonable,  because  it  often 
happens  that  an  owner  spends  a good  deal  more  for 
his  own  comfort  or  convenience  on  a house  than 
would  be  justified  for  maintaining  the  rent,  and  J 
think  it  would  be  perfectly  reasonable  that  he  should 
not  be  able  to  claim  a deduction  from  Income  Tax  in 
respect  of  such  expenditure. 

22.655.  Thai  is  exactly  what  I had  in  mind.  Turn 

now  to  paragraph  4.  You  give  a table  there,  and 
you  suggest  in  column  4 that  there  should  be  certain 
percentage  deductions  allowed — deductions  from 

lvhat  ? — The  percentages  in  column  4 are  merely  esti- 
mates which  have  been  inserted  in  order  to  illustrate 
the  principle.  The  deductions  in  percentage  are  7, 
22,  and  so  on.  You  follow  that  those  figures  are 
deductions  from  what  would,  under  present  circum- 
stances, be  the  valuation  of  those  particular  areas  for 
Income  Tax  purposes. 

22.656.  Deductions  from  the  assessment  which  is 
supposed  to  be  the  yearly  value?— Of  the  land,  yes. 

22.657.  How  are  you  going  to  arrive  at  your  table 
of  percentage  deductions?  Do  you  propose  that  the 
forest  authority  should  set  up  a general  rate  for  each 
particular  class  of  timber  which  is  indicated  in 
column  1,  according  to  age?— I think  there  would  be 
very  little  difficulty  in  adjusting  that  table  between 
the  national  forest  authority  and  the  Inland  Revenue 
and  the  subject. 

22.658.  Then  you  would  have  a table  fixed?— Yes. 

22.659.  And  that  would  remain  in  operation  for  a 
number  of  years?— Until  it  ran  off. 

22.660.  But  it  would  be  a standard  table?— I think 

22.661.  That  is  the  idea? — Yes. 

22.662.  Mr.  Walker  Clark  : For  all  classes  of  tim- 
ber? — The  Scottish  Arboricultural  Society  made  a 
distinction  between  hard  woods  and  soft  woods,  and  I 
think  the  idea  there  was  that  the  average  period  of 
growth  of  the  one  group  is  longer  than  the  other; 
but  for  the  sake  of  simplicity  I do  not  think,  taking 
into  account  the  proportion  of  each,  it  would  really 
be  necessary  to  make  the  distinction ; that  is  my  per- 
sonal opinion. 

22.663.  Mr.  Kerly : Are  there  cases  where  there  are 
mixed  woods?— I should  say,  speaking  for  Scotland, 
to  which  Mr.  Robertson  Durham  and  myself  are 
really  referring  only  now,  that  the  percentage  of 
hard  woods  is  extremely  small,  probably  15  per  cent,, 
and  that  the  greater  part  of  that  is  mixed. 

22.664.  Would  you  disregard  that?— Speaking  as 
far  as  Scotland  is  concerned.  I would  disregard  that. 

I recognize  in  England  it  might  not  be  possible  to  dis- 
regard that,  but  we  are  not  speaking  with  regard  to 
England  at  the  moment. 

22.665.  Now  just  turn  to  your  suggested  altera- 

tions in  paragraph  7.  They  are  all  plain  enough, 
except  with  regard  to  (6):  “that  all  improvement 
outlay  be  admitted  as  a ground  for  claim,  whether 
necessary- to  maintain  rent  or  not”? Yes. 

22.666.  You  appreciate  that  some  improvements 
might  only  add  to  the  amenity  of  the  estate  without 
adding  to  its  rental  value ?— Hardly,  I think,  as 
regards  the  ordinary  estate  expenditure.  I am’  not 
at  the  moment  able  to  think  of  any  expenditure 
which  the  ownpr  is  entitled  to  make  and  reclaim 


under  the  maintenance  claim,  which  is  an  expendi- 
ture of  that  nature,  not  amenity  expenditure. 

22.667.  But  you  are  dealing  with  what  he  is  entitled 
to  at  present,  and  you  are  suggesting  an  alteration? 

Not  with  regard  to  class  of  expenditure. 

22.668.  I do  not  follow  that? — Perhaps  I do  n t 
quite  grasp  the  point.  Could  you  quote  some  instance 
of  what  you  mean— what  class  of  expenditure? 

22.669.  I took  it  as  you  put  it  here:  “that  all 
improvement  outlay  be  admitted  as  a ground  for 
claim  ”?— Perhaps  I should  have  amplified  that. 

22.670.  Decorative  planting?— That  could  not  be 
claimed,  because  you  cannot  put  planting  into  the 
maintenance  claim  now. 

22.671.  I see;  you  are  limiting  it  to  the  existing 

subject  matter?— Yes.  Perhaps,  to  have  made  it 

clearer,  I should  have  said:  “all  agricultural  sub- 
jects or  all  house  property.” 

22.672.  It  is  suggested  to  me  that  I might  have 
asked  you  about  building  new  farmhouses?— Yes 
quite. 

22.673.  Would  you  propose  to  allow  expenditure  in 
building  new  farmhouses,  although  it  was  not  done 
for  the  purpose  of  maintaining  re«nt? — I have  no 
experience  in  any  estates  which  I have  had  to  deal 
with  of  such  a question  arising  as  building  a house 
beyond  the  requirements  of  the  farm.  I quite  admit 
that  if  such  a case  did  arise  that  would  not  be  a 
proper  thing  to  include.  If  someone  wanted  a 
twenty-roomed  house  where  a seven-roomed  house 
was  perfectly  adequate  for  the  particular  farm,  that 
wou'd  certainly  be  an  improper  charge,  because  :t 
was  being  built  for  some  reason  other  than  the  proper 
carrying  on  of  that  farm,  but  as  far  as  any  district 
of  Scotland  which  I am  acquainted  with  is  concerned, 

I have  not  come  across  that  case,  although  I can  con- 
ceive it  happening. 

22.674.  I want  to  put  something  to  you  that  we 
were  discussing  with  other  witnesses  this  morning. 
As  regards  woodlands,  is  not  the  real  trouble  about 
the  over-taxation  of  woodlands  that  they  are  assessed 
at  too  high  a rate? — In  many  cases  that  is  so,  but 
here  again,  speaking  personally,  and  not  with 
reference  to  these  expressions  by  the  Arboricultural 
Society,  I think  the  real  trouble  is  that  they  are  not 
assessed  on  the  net  income,  which,  after  all,  to  my 
mind  should  be  the  object. 

22.675.  The  net  income  of  them  as  woodlands?— 
They  are  assessed  on  the  value  of  the  land  in  its 
natural  state  for  pasture. 

22.676.  You  say  that  in  paragraph  4. — That  may 
be  in  certain  cases  too  low;  there  may  bo  certain 
cases  where  the  profits  are  larger  than  would  be  so 
derived.  It  seems  to  me  illogical  and  unreasonable 
to  assess  woodlands  on  the  basis  of  a grass  crop  when 
the  produce  is  timber.  That,  to  my  mind,  is  the  root 
of  the  wholo  difficulty. 

22.677.  That  is  really  what  I was  suggesting  to  you, 
that  you  assess  the  woodlands  at  present,  as  I under- 
stand it,  on  a fictitious  basis  ? — Yes,  quite. 

22.678.  As  though  they  were  something  else  and 
not  woodlands? — Yes. 

22.679.  There  may  be  some  excuse  for  that,  it  seems 
to  me,  where  they  are  woodlands  planted  or  kept  for 
amenity  ? — Certainly. 

22.680.  But  where  they  are  kept  as  the  best  thing 
to  do  with  the  land,  or  where  the  wood  is  grown  in  the 
national  interest,  then  you  ought  to  deal  with  it  as 
woodland  ? — Certainly. 

22.681.  And  so  you  should  arrive  at  the  best  annual 
value  you  can  upon  that  actual  basis? — Yes,  I quite 
agree. 

22.682.  And  if  you  did  that,  would  not  that  get  rid 
of  a great  deal  of  the  difficulty? — I think  it  would, 
and  it  is  with  a view  of  attaining  some  such  object 
that  this  suggestion  has  been  put  forward  by  the 
Arboricultural  Society. 

22.683.  Another  suggestion  was  put  to  some  of  the 
witnesses  this  morning  for  getting  over  the  alterna- 
tive suggestion  of  taxing  woodlands  under  Schedule 
D.  The  difficulty  with  regard  to  Schedule  D is  that 
you  have  paitly  grown  woodlands  to  deal  with.  What 
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do  you  say  to  the  suggestion  that  you  should  treat 
the  partly  grown  woodland  as  stock,  as  a trader  does 
his  stock  which  is  brought  into  his  account,  and  open 
the  account  now  when  the  change  in  the  law  is  made ; 
value  the  existing  woodland  and  take  that  as  stock-in- 
liand  in  considering  any  future  profit  at  the  time 
when  the  woodland  is  cut  and  realized?— The  only 
practical  difficulty  in  dealing  with  that  aspect  of  the 
(iii'estion  is,  supposing  you  have  got,  say,  5,000  acres 
of  wood  in,  perhaps,  100  different  ages,  you  must 
deal  with  the  whole  as  a unit  of  crop.  You  cannot 
separate  out  each  patch  and  say,  “ this  is  50  years 
old  and  this  is  60  years  old,”  and  so  on,  and  deal 
with  each  as  a separate  unit.  I quite  admit  that  it 
would  be  possible,  and  that  figures  are  available  on 
certain  estates  to  enable  one  to  say  to-day  there  are 
two  million  cubic  feet  growing  in  those  woodlands, 
and  to  say  a year  hence  that  there  are  2,200,000  cubic 
feet.  That  is  perfectly  possible  and  practicable,  I do 
not  say  to  a foot  or  two,  but  it  is  perfectly  possible 
with  accurate  estimating,  although  it  would  not  be 
possible  to  deal  with  age  classes  in  order  to  arrive 
at  each  separately.  The  whole  area  would  have  to  be 
taken  as  one  unit. 

22.684.  I do  not  quite  see  why  you  could  not  divide 
it  up  into  different  units,  not  with  different  classes 
of  timber,  in  the  same  locality.  Take  different 
patches  of  woodland  and  treat  them  as  a trader  does 
when  he  takes  different  items  of  his  stock,  or  his 
stock  in  different  warehouses;  why  should  you  not 
deal  with  it  in  that  way?— That,  of  course,  is  the 
way  the  total  would  be  arrived  at  in  estimating  the 
stock  in  a big  area  of  woodland.  Plantation  in  the 
area  is  put  down,  and  the  total  number  of  cubic  feet 
per  acre,  and  the  total  carried  out. 

22.685.  Why  not  record  for  each  item  what  its  pre- 
sent’value  is';  is  it  practicable  ?— It  is  impracticable 
in  this  sense,  that  a very  large  part  of  the  crop  would 
not  at  the  moment  of  making  the  valuation  be 
marketable,  as  it  was  immature. 

22.686.  You  can  estimate  its  value,  can  you  not?— 
You  can  estimate  its  value,  but,  if  I understand  your 
proposal  correctly,  it  would  mean  that,  supposing  the 
crop  which  was  worth  £50  an  acre  was  valued  at  £52 
an  acre  a year  hence,  the  owner  should  pay  on  that 
increase. 

22.687.  Only  when  he  realizes  ?— Only  when 
realized. 

22.688.  My  suggestion  is  this : you  value  a par- 
ticular wood;  its  value  now  is  £1,000;  ten  years 
hence  the  wood  is  cut  and  realizes  £1,500;  the  profit 
made  is  £500?— Less  the  intermediate  expenses. 

22.689.  Oh,  yes,  less  the  intermediate  expenses. 

In  the  meanwhile,  as  he  has  realized  nothing,  he  has 
had  nothing  to  pay  under  Schedule  D ; but  when  ten 
years  hence  he  gets  £500  he  will  pay  on  £500,  less  the 
intermediate  expenses? — Quite.  There  would  be 

certain  difficulties  in  carrying  it  out,  but  I admit  it 
is  not  impossible,  and  it  would  be  perfectly  fair. 

22.690.  The  witnesses  this  morning  said  it  would  be 
quite  fair,  but  quite  impracticable.  They  said  they 
had  considered  it  and  came  to  the  conclusion  that, 
having  regard  to  the  difficulty  of  assessing  the  present 
value,  it  was  not  a practical  suggestion? — It  would 
be  extremely  difficult,  I admit ; there  are  certain 
estates  where  it  could  be  done  with  very  little  trouble, 
but  not  in  the  majority. 

22.691.  You  do  not  think  it  would  be  practicable  to 
offer  an  owner  that  option  of  coming  in  under 
Schedule  D on  that  basis? — I am  afraid  very  few 
would  be  able  to  take  advantage  of  it. 

22.692.  Then  I need  not  trouble  you  with  the 
further  problem  as  to  what  the  basis  of  the  present 
valuation  should  be,  whether  it  should  be  present 
prices  or  pre-war  prices? — No. 

22.693.  Mr.  Prctyman:  Before  I come  to  any- 
thing else  I should  like  to  ask  you  on  the  last  point 
about  the  possibility  of  valuing  timber  now  and  pay- 
ing on  the  difference  when  it  is  sold.  Would  not  the 
unit  be  the  difficulty — that  you  are  valuing  one  unit 
now  and  that  you  would  not  sell  the  same  unit  at  a 
later  time? — Yes,  that  is  one  difficulty,  and  another 


difficulty  is  that  parts  would  be  removed;  there  might 
be  windfalls  or  dead  trees,  and  so  on. 

22.694.  That  is  exactly  the  difficulty  which  has 
wrecked  the  land  taxation  of  the  Budget  of  1909-10, 
that  you  value  one  particular  unit  at  a particular 
date,  and  then  there  is  absolute  freedom  to  the  owner 
or  any  interest  in  it  to  alter  the  unit  and  to  deal  with 
it  in  different  items? — Precisely. 

22.695.  And  then  when  you  come  to  the  moment 
for  collecting  the  tax  you  get  a difference  between  the 
two  valuations.  You  have  got  a valuation  on  one 
unit  as  a basis,  and  now  you  have  another  totally 
different  unit  at  the  moment  of  assessment? — 
Exactly. 

22.696.  And  it  is  impossible  to  obtain  an  accurate 
comparison? — It  would  be  extremely  difficult  in 
regard  to  woods  to  do  so ; I do  not  know  whether  it  is 
impossible,  but  it  would  be  extremely  difficult. 

22.697.  It  would  be  really  impossible,  would  it  not, 
in  an  ordinary  case  where  the  wood  had  been  valued 
as  a whole  and  where  the  final  clearance  felling  might 
take  place  30  years  later;  but  where  during  that  30 
years  there  had  been  windfalls,  timber  taken  for 
estate  purposes  and  used  on  the  estate,  and  so  on, 
so  that  the  number  of  trees  finally  felled  would  be 
quite  different  from  the  number  of  trees  originally 
valued? — That  would  be  so. 

22.698.  In  order  to  obtain  accuracy  you  would  have 
to  have  a tree-to-tree  valuation? — You  would  have 
to  have  an  exact  record  of  when  material  was  taken 
out  of  that  wood,  and  the  quantity  taken. 

22.699.  The  only  way  it  could  be  made  absolutely 
accurate  would  be  a valuation  of  every  tree? — I do  not 
go  that  length  quite,  but  it  would  certainly  be  neces- 
sary to  have  an  exact  record  of  every  tree  that  was 
removed,  and  tbe  contents. 

22.700.  Then  the  Revenue  would  not  get  payment 
until  the  end  of  the  whole  thing? — No. 

22.701.  Long  deferred,  and  the  money  might  be 
spent.  Supposing  in  the  30  years  that  I liave  spoken 
of  half  the  wood  had  been  used  up,  and  the  final 
clearance  takes  place  at  the  end  of  30  years.  The 
people  who  have  used  up  the  half  have  had  the  money 
and  spent  it? — Yes. 

22.702.  And  the  man  who  felled  the  last  bit,  it 
might  not  be  as  much  as  a half,  would  have  to  pay  the 
tax  on  the  difference  between  the  total  value  realized 


finally  and  the  original  valuation?— Yes. 

22.703.  Is  it  practicable? — It  would  be  extremely 
difficult.  I cannot  imagine  the  Inland  Revenue  wish- 
ing to  have  any  such  proposal. 

22.704.  On  the  first  part  of  your  paper,  about 
Schedule  A,  we  have  had  a great  deal  of  evidence, 
but  I must  put  to  you  the  same  question  as  I did 
fcr>  the  Central  Land  Association.  You  are  satisfied 
on  the  whole  with  the  deductions  given  under  section 
69  of  the  1909-10  Act — the  system  is  fair? — The 
system  I think  is  perfectly  fair. 

“ 22,705.  And  it  is  preferable,  is  it  not,  if  it  can  be 
advantageously  applied,  to  an  increase  in  the  frac- 
tional allowance?— I think  so.  My  objection  to  an 
increase  in  the  fractional . allowance  is  that  people 
would  benefit  who  do  not  deserve  to  benefit — the 
people  who  spend  least  on  upkeep. 

22.706.  Also  it  was  put  to  us  that  the  character  of 
different  buildings  and  the  duration  of  life  and  the 
relative  cost  of  repair  varies  very  much?—' Very  much. 

22.707.  So  that  one  man  would  get  too  much  and 
another  man  might  get-  too  little ; but  your  objection 
to  the  present  system  is  that  you  do  not.  get  repay- 
ments back  quick  enough? — That  is  so. 

22.708.  We  have  had  evidence  given  us  by  the 

Inland  Revenue,  that  they  had  considered  that  ques- 
tion, and  that  they  are  of  opinion  that  tbe  returns 
might  be  simplified  and  arranged  so  that  a claim 
might  be  made  at  the  same  time  as  Income  Tax  is 
assessed,-  and  that  you  might  actually  pa}'  your  tax 
for  a particular  year  minus  this  deduction?—! hat  is 
exactly  what  we  ask  for.  ,, 

22.709.  The  Inland  Revenue  believe  that  that  coula 
bo  done.  Have  you  any  reason  for  thinking  that  that 
is  not  practicable?-  I am  quite  satisfied  that  >t  is 
practicable,  because  in  speaking  from  an  experience 
of  some  years  of  dealing  with  these  claims  the  claim 
which  I would  require  to  lodge  on  the  1st  April  next 
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is  ready  now;  it  could  have  been  ready  some  months 
ago.  and  I am  quite  able  to  give  it  to  the  Surveyor  of 
Taxes  in  order  that  it  might  form  a deduction  from 
the  assessment  notices  which  he  is  just  going  to  issue. 

2-2,710.  The  schedule  which  you  send  in  from  year 
to  year  is  practically  a repetition ? — It  is,  with  one 
year  knocked  off  and  a further  year  added  on. 

22.711.  It  is  simply  a new  year  of  total'  expendi- 
ture P — It  is  simply  a new  year  of  total  expenditure 
with  one  year  dropped  out. 

22.712.  And  although  it  appears  to  people  who  do 
not  understand  it  to  be  complicated,  it  really  is  not 
so? — No,  it  is  really  simple  in  form. 

22.713.  And  once  you  have  got  in  the  way  of  ren- 
dering it,  it  can  be  rendered  very  promptly? — Yes. 

22.714.  On  an  estate  where  accounts  are  kept? — 
Yes. 

22.715.  That  was  really  your  only  point  on  Schedule 
A,  was  it  not?— I think  so,  except  with  regard  to  the 
question  of  the  removal  of  the  limit  on  houses  that 
were  let. 

22.716.  Yes,  we  have  had  evidence  on  that.  Would 
you  not  be  content  there  to  take  your  stand  with  all 
other  pioperty  owners?  We  have  had  similar  evidence 
from  property  owners  in  towns  and  so  on  asking  for 
that  extension ; it  is  not  particularly  a matter  for 
agricultural  property? — No,  not  so  much,  but  there 
were  several  cases  quoted  by  members  of  the  Land 
Federation  of  Scotland  where  they  let  houses  at  £80 
to  £100  rent,  and  where  they  had  expenditure  con- 
siderably beyond  the  one-sixth  which  was  merely  a 
legitimate  expenditure  to  maintain  rent;  there  was  no 
fancy  expenditure  about  it.  They  were  getting  the 
highest  rent  they  could,  and  they  were  not  spending 
more  than  was  necessary  to  maintain  the  house,  and 
they  thought  it  was  a distinct  hardship  that  they  had 
to  pay  Income  Tax  on  a sum  greater  than  what  they 
were  actually  receiving. 

22.717.  Under  that  they  would  suffer  in  common 
with  all  other  owners  of  similar  house  property ?-  - 
Undoubtedly. 

22.718.  It  is  not  a special  grievance  of  agricultural 
land  owners? — Certainly  not-,  and  it  is  less  so  to  an 
owner  of  agricultural  land  than  it  is  to  an  owner  of 
house  property. 

22.719.  So  that  you  would  not  ask  for  special  exemp- 
tion for  houses  of  that  character  on  an  agricultural 
estate? — Certainly  not. 

22.720.  You  would  take  your  stand  with  the  other 
ow  ne  rs  ? — Cer  ta  in  ly . 

22.721.  You  have  noticed,  have  you  not,  that  these 
allowances  given  by  legislation  have  been  progressive? 
—Yes. 

22.722.  1 think  the  present  Prime  Minister  in  his 
Budget  of  1909-10  proposed  that  it  should  be  pro- 
gressive and  tentative?- — That  is  beginning  with  the 
limit  of  £8. 

22.723.  Yes?— Yes. 

22.724.  And  it  has  been  carried  forward  since?— 
Yes. 

22.725.  And  it  might  be  carried  on  in  the  same 
way,  and  the  agricultural  land  owners  would  benefit 
with  the  others? — I agree. 

22.726.  On  your  point  (b)  in  paragraph  7,  what  I 
understand  you  really  to  mean  there  is  not  that  the 
character  of  the  improvement  for  which  you  claim 
allowance  should  be  altered,  but  that  even  if  it 
might  be  of  the  nature  of  capital  expenditure  it 
should  be  deducted  from  income? — That  is  so.  What 
was  more  particularly  in  view  is  the  very  large 
expenditure  that  even  with  well  managed  estates, 
where  housing  is  fairly  good,  is  in  prospect  in  the 
immediate  future  in  bringing  cottages  up  to  the  new 
housing  standards. 

22.727.  But  that  is  allowed,  is  it  not — new  cottages 
are  allowed? — So  long  as  they  do  not  increase  rent, 
but  the  difficulty  that  is  anticipated  in  the  future 
is  this,  that  farmers  in  many  cases  will  be  quite 
ready  and  willing  and  able  to  pay  an  increased  rent, 
say,  if  three  or  four  cottages  are  entirely  rebuilt 
or  renewed.  As  interpreted  by  the  Surveyors  of 
Taxes  I think  expenditure  of  that  nature,  if  there 
was  any  increase  of  rent,  would  be  excluded  from 
the  maintenance  claim. 

22.728.  This  is  the  section  in  the  new  Consolidated 
Act;  Schedule  A,  No.  V.,  section  8,  sub-section  2: 


“For  the  purposes  of  this  rule  the  term  ‘ main- 
tenance ’ shall  include  the  replacement  of  farm 
houses,  farm  buildings,  cottages,  fences,  and  other 
work  where  the  replacement  is  necessary  to  maintain 
the  existing  rent”? — Yes. 

22,729.  That  is  the  present  position?— I may  iust 
quote  an  actual  case  of  a property  in  the  East  of 
Scotland  of  which  I happen  to  be  one  of  the 
trustees.  There  was  a case  last  year  where  four  farm 
cottages  had  to  be  replaced  with  four  new  ones. 
They  were  built  I think  in  the  year  the  war  broke 
out,  and  they  were  finally  finished  and  paid  for  in 
1916.  They  first  appeared  in  the  maintenance  claim 
last  year.  The  Surveyor  of  Taxes  in  the  first  place, 
struck  out  the  item,  which  was,  if  I recollect 
rightly,  about  £800,  because  he  said  that  the  accom- 
modation provided  in  these  new  cottages  was  better 
than  the  accommodation  provided  in  the  old  ones 
which  they  had  replaced;  ho  struck  out  the  item  on 
that  ground.  I told  the  agents  concerned  to  protest 
against  any  such  suggestion,  and  that  these  were  i.ot 
additional  cottages  to  the  old  ones ; they  were  to 
replace  the  old  ones.  It  seemed  very  extraordinary 
when  all  owners  were  being  urged  to  improve  hous- 
ing that  such  an  attitude  as  that  should  be  taken  up 
by  the  Surveyor  of  Taxes.  The  Surveyor  of  Taxes 
told  me  personally  that  he  quite  sympathized,  but  he 
had  to  obey  his  instructions.  I said,  “you  had 
better  write  to  London  about  it,  because  I am  going 
to  protest,”  and  he  got  special  instructions  from 
London  to  give  way  in  that  individual  case,  without 
admitting  the  principle.  You  see  what  I mean. 

22.730.  Was  the  rental  increased? — The  rental  had 
been  increased — that  was  the  point — because  tin- 
tenant  in  the  farm  had  died,  his  representative's  had 
given  up  the  farm,  the  farm  had  been  advertised, 
and  it  happened  to  be  re-let  for  an  increased  rent. 

22.731.  But  there  was  no  specific  increase  in  respect 
of  the  replacement  of  these  cottages? — Of  course 
there  was  not.  That  was  the  Surveyor’s  point.  Hr 
said  under  his  instructions  he  was  bound  to  strike 
out  the  item.  That  is  exactly  the  case  that  I refer 
to  in  (b)  in  paragraph  7. 

22.732.  On  this  question  of  woodlands,  is  it  not  the 
fact  that  when  you  are  assessed  under  Schedule  A 
and  Schedule  D it  really  amounts,  apart  from  the 
point  of  the  maturing  timber,  to  an  actual  assess 
ment  of  your  profits  from  the  woods  from  year  to 
year? — Yes,  if  all  your  woods  are  young  I admit 
that  it  is  quite  fair. 

22.733.  Schedule  A fades  into  nothing,  does  it  not? 
-Because  it  is  deducted  in  arriving  at  Schedule  1). 

22.734.  That  is  what  I mean.  If  in  a given  year 
you  have  expended  rather  more  on  your  woodlands 
than  you  receive,  and  if  your  tax  payable  under 
Sell  dule  A were  £500,  you  would  not  only  wipe  out 
the  whole  of  that  £500,  but  you  would  be  allowed 
to  deduct  the  balance  of  £500  from  some  other  part 
of  your  assessment? — From  other  income,  yes. 

22.735.  Is  not  that  a very  satisfactory  situation 
from  that  point  of  view? — It  is  for  anyone  that  has 
only  young  plantations. 

22.736.  Is  it  not  a position  that  it  would  be  rather 
dangerous  to  depart  from? — I quite  admit  that ; it 
is  perfectly  fair  as  regards  an  estate  such  as  you 
describe,  where  the  woods  are  young. 

22.737.  Do  you  not  think  you  may  have  attached 
a rather  exaggerated  importance  to  the  question  of 
the  growing  timber,  in  view  of  the  fact  that  cn  most 
considerable  estates  there  are  plantations  of  all  ages? 
The  war  period  is  a different  matter  altogether  and 
I will  come  to  that  presently,  but  taken  year  in  and 
year  out  over  a period  of  years  the  5 years’  average, 
allowing  Schedules  A and  D to  operate  in  the  method 
I have  mentioned,  works  out  pretty  evenly  all  round. 
You  fell  one  place  one  year  and  another  year  another 
place,  and  you  try  to  maintain  some  kind  of  balance 
of  revenue  year  by  year  for  the  estate? — If  the  woods 
were  in  regular  ages  all  through  I quite  agree 
that  even  there,  although  there  would  be  a litth1 
hardship,  it  would  not  be  worth  while  taking  into 
account,  but,  speaking  certainly  for  the  South  of 
Scotland  more  particularly  than  the  North,  if  the 
woods  on  any  given  estate  are  divided  into  age 
classes  such  as  are  indicated  in  that  table  in  para- 
graph 4,  I think  you  would  almost  invariably  find 
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that  there  was  a large  preponderance  of  old  wood. 
It  is  exactly  there  that  the  hardship  comes  in;  to  go 
under  Schedule  D means  there  to  pay  Income  Tax  on 
that  again,  so  to  speak. 

22.738.  That  would  be  rather  accentuated  now, 
would  it  not,  owing  to  the  felling  that  has  taken  place 
during  the  war? — Yes. 

22.739.  Mr.  Kerly:  In  respect  of  past  years? 

22.740.  Mr.  Pretyman:  Yes,  on  your  average. 

During  the  war  period  people  have  felled  timber  which 
they  would  not  otherwise  have  felled,  and  which  would 
come  into  their  five  years’  average? — Yes. 

22.741.  Is  it  not  also  true  that  in  the  coming  year 
there  will  be  comparatively  very  little  felling,  and  a 
great  deal  of  expensive  replanting? — Yes. 

22.742.  It  has  only  occurred  to  me  in  looking  at 
this  since  1 heard  the  evidence  upon  it  this  morning 
to  ask  your  opinion : would  it  not  be  possible  to 
encourage  replanting — instead  of  adopting  such  a table 
as  you  have  adopted  here  (you  would  have  to  apply  it 
to  England  as  well) — by  leaving  A and  D to  operate 
as  they  operate  now,  and  if  you  incurred  the  over- 
payment which  you  have  to  make  now,  and  were 
allowed  in  the  next  five  j’ears  of  replanting  a rebate 
and  a return  for  larger  expenditure  taken  in  conjunc- 
tion with  your  sales  during  the  war — could  something 
on  those  lines  be  done? — It  could  certainly  be  done, 
and  quite  simply  done. 

22.743.  Would  it  go  some  way  to  meet  your  case? — 
I think  it  would  go  some  way  to  meet  it,  but  I would 
not  like  to  express  a definite  opinion  without  working 
out  an  example. 

22.744.  I do  not  think  it  would  absolutely,  but  it 
would  at  any  rate  go  some  way  to  meet  it  ? — It  would, 
I agree. 

22.745.  And  it  would  encourage  replanting? — Yes. 

22.746.  Replanting  is  now  very  costly  ? — It  is  at 
least  double  what  it  was. 

22.747.  And  it  is  very  desirable  to  replant  Manag- 
ing a large  property  with  a great  deal  of  wood  on  it, 
would  you  not  rather  feel  that  it  would  be  an  en- 
couragement to  you  to  advise  replanting  if  all  that 
expenditure  would  involve  a return  of  the  Income 
Tax  which  you  have  previously  paid? — Undoubtedly, 
if  it  covered  replanting  as  well.  In  my  own  case  the 
whole  of  the  war  felling  has  been  replanted. 

22.748.  That  would  come  in  anyhow? — Yes. 

22.749.  I entirely  agree;  I should  have  added  new 
planting,  which  it  is  equally  desirable  to  encourage? 
—Yes. 

22.750.  The  years  of  the  war  have  been  years  of 
felling;  the  years  succeeding  the  war  it  is  hoped 
"'ll  he  years  of  planting,  and  if  you  could  get  an 
allowance  for  this  as  against  what  you  have  paid  for 
the  years  of  felling,  it  would  help? — It  would,  un- 
doubtedly. 

22.751.  On  Mr.  Durham’s  paper,  which  is  a most 
astonishing  paper,  it  seems  to  me,  does  this  appendix 
l'src  Appendix  No.  35  (a)]  mean  that  these  figures  in 
the  last  two  columns  of  the  statement — take  the  first 
one,  for  instance,  Argyllshire,  and  the  first  figure — 
allow  that  over  a period  of  five  years  the  actual  profit 
received  by  the  owner  was  £11,535,  and  that  he 
actually  paid  tax  on  £25,698?— (Mr.  Durham):  In 
the  first  instance,  yes,  but  of  course  he  had  his  main- 
tenance claim  thereafter. 

22.752.  Is  there  anything  here  to  show  what  lie.  got 
back  ?— No.  we  have  not  shown  that. 

22,763.  Surely  that  would  be  very  material,  would 
■ not.  The  real  point  is  what  he  did  actually  pay? 

ur  whole  point  is  that  he  is  assessed  in  the  first 
ins  ance  on  too  large  a figure;  we  grant  that  he  gets 
it  back  later. 

22  754.  You  grant  that  he  gets  it  all  back?— Not  the 
whole  of  it. 

r>i  does  he  not? — Because  he  is  only 

1 i i ed  to  get  back  the  expenditure  which  gives  him 
no  return  in  new  rent. 

Yesf  18  ^le  sa,11e  point  as  we  have  had? — 

-L./57.  The  answers  that  Mr.  Milne  Home  has  given 
e on  ™le  Point,  that  if  these  returns  were  made 


actually  in  the  year  of  assessment  and  deducted  from 
the  tax  payable,  and  if  the  question  of  expenditure 
on  what  might  increase  rent  and  improve  the  property 
were  also  dealt  with,  your  point  would  be  met? — 
That  is  so.  This  figure  assessed  on  is  the  original 
assessment,  and  he  thereafter  makes  a claim. 

22.758.  Quite  so,  but  if  these  repayments  were  made 
in  the  year  of  assessment,  in  fact  were  not  repay- 
ments at  all — you  agree  with  what  Mr.  Home  has  said, 
that  the  returns  can  be  rendered  in  sufficient  time? — 
Yes. 

22.759.  If  that  were  done  as  the  Inland  Revenue 
propose  it  should  be  done,  and  if  therefore  you  paid 
on  the  reduced  figures  instead  of  paying  on  the  full 
figure  and  having  the  return,  and  if  the  extension 
referred  to  in  (5)  in  paragraph  7 of  Mr.  Milne  Home’s 
paper  were  granted,  you  would  be  satisfied? — Quite 
satisfied . 

22.760.  Sir  E.  Nott-Bower : On  the  point  that  Mr. 
Pretyman  was  questioning  you  on  just  now,  about  the 
discrepancy  between  the  amount  on  which  the  Scottish 
landlord  is  assessed  upon  and  the  surplus  which 
remains  to  him — I will  stick  to  the  Argyllshire 
instance;  it  will  do  just  as  well  as  any  other — 
is  the  amount  assessed  on  after  the  one-eightli  deduc- 
tion has  been  made? — Y’es,  that  is  the  net  assessment 
under  Schedule  A. 

22.761.  That  is  the  net  assessment  after  the  allow- 
ance of  one-eighth  ? — After  the  allowance  of  one-eighth 
for  repairs. 

22.762.  You  know  that  allowance  is  described  as  for 
the  purposes  of  collection  only,  and  I wanted  to  be 
clear  how  you  treated  it  there? — Perhaps  you  would 
like  to  see  the  schedule  that  was  sent  out;  I have  some 
copies  here. 

22.763.  No,  thank  you.  I would  rather  ask  you  one 
or  two  questions,  because  you  understand  it  much 
better  than  I do ; I rather  anticipated  that  that  would 
be  your  answer ; it  is  the  net  assessment  after  the  one- 
eighth  has  been  allowed.  Keeping  to  the  same 
instance,  the  burdens  during  this  five  years  are  de- 
scribed as  £6,110.  Then  I go  back  to  your  paragraph 
3,  and  T see  that  the  burdens  which  are  referred  to 
there  include  public  and  parochial  burdens,  and  so  on, 
and  the}'  also  include  heritor’s  assessment,  minister’s 
stipend,  and  feu  duties.  Some  of  these  payments  are 
payments  surely  from  which  the  land  owner  would 
deduct  Income  Tax? — Yes. 

22.764.  Take,  for  instance,  feu  duties;  lie  would  get 
back  part  of  the  tax  in  that  way? — The  stipend  per- 
centage is  5 per  cent.. 

22.765.  That  is  the  minister’s  stipend? — Yes. 

22.766.  He  deducts  a proportion  of  the  Income  Tax 
paid  by  him  on  paying  the  stipend? — Yes. 

22.767.  Would  that  apply  also  to  the  heritor’s  assess- 
ment?— Minister’s  stipend  forms  no  part  of  the  main- 
tenance claim,  because  he  is  entitled  to  keep  tax  off 
the  minister. 

22.768.  I dare  say  you  see  what  my  point  is.  Mr. 
Pretyman  was  puzzled  by  the  discrepancy  between 
the  Income  Tax  payment  and  the  amount  which  he 
could  get  back.  Part,  very  likely  the  whole  for  any- 
thing I know,  of  that  discrepancy  is  covered,  is  it  not, 
by  these  payments  which  the  landlord  makes,  and 
from  which  he  deducts  a proportion  of  the  Income  Tax 
which  has  been  paid  by  him.  The  net  Income  Tax 
paid  by  the  landlord  would  not  be  on  £25,000,  would 
it? — The  landlord  pays  on  £25,000  originally. 

22,769  But  he  does  not  bear  the  whole  of  that. 
He  deducts  some  of  that  from  the  person  who  receives 
the  feu  duties  or  the  minister’s  stipend? — Yes.  I can 
give  you  the  total  for  the  whole  estates. 

22.770.  Mr.  Kerly:  I think  it  would  bo  useful  if 
we  could  have  something  to  show  us  what  it  is  the 
landlord  has  ultimately  to  bear.— I think  I can  givo 
you  that  over  the  whole  period  of  10  years  and  for 
the  whole  estates. 

22.771.  What  paragraph  are  you  going  to  deal  with 
now,  paragraph  5? — This  will  be  in  paragraph  5.  a 
new  figure  of  surplus,  combining  the  whole  10  estates, 
and  for  the  Avhole  period  of  10  years,  for  the  surplus 
on  the  aggregate  on  which  the  landlord  receives  51 
per  cent. 
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22.772.  The  net  surplus  and  the  assessable  value; 
is  that  it? — No,  the  actual  cash  he  gets  into  his 
pocket  is  51  per  cent,  of  the  gross  rents  on  the  aver- 
age, and  we  have  to  add  to  that  the  stipend  which 
has  been  mentioned,  which  amounts  to  7 per  cent., 
so  that  on  any  question  of  assessment  he  receives 
58  per  cent,  into  his  pocket,  he  is  assessed  on  79  per 
cent.,  and  it  is  the  difference  that  we  want  deducted 
in  the  first  instance. 

22.773.  I see  now.  The  real  figures  we  have  got 
to  deal  with  are  the  comparison  of  59  with  78  ? — That ' 
is  so,  and  that  difference  represents  roughly  the 
amount  for  maintenance  claim. 

23>774.  19  per  cent.? — Roughly  19  per  cent. 

22.775.  Then  you  say  that  his  maintenance  claim 
disallowed  money  spent  in  actual  maintenance 
amounting  to  19  per  cent,  of  the  gross  rental,  and 
you  ask  that  this  shall  be  allowed;  is  that  right? — 
No,  he  is  entitled  to  claim  up  to  the  whole  19  per 
cent,  if  he  can  satisfy  the  Surveyor  that  no  part  of 
that  is  expended  on  obtaining  an  increased  rent ; he 
can  get  the  whole  of  it  now. 

22.776.  May  I state  it  again  to  see  if  I have  got  it 
right:  he  is  assessed  on  78  per  cent,  of  his  gross 
rental  ? — Yes. 

22.777.  He  actually  receives  59  per  cent.? — Yes. 

22.778.  If  he  can  satisfy  the  Inland  Revenue 
under  the  existing  law  he  can  get  further  allowance 
and  so  receive  tax  on  the  difference  of  19  per  cent.  ? 
— That  is  right. 

22.779.  To  get  that  he  must  show  that  that  repre- 
sents expenditure  not  for  the  purpose  of  increasing 
rent? — That  is  exactly  right. 

22.780.  So  that  what  you  want  to  do  is  to  allow  him 
to  re-claim  it  although  it  is  for  the  purpose  of  in- 
creasing rent? — I grant  that  we  want  him  to  be 
allowed  to  deduct  it  prior  to  the  first  assessment. 

22.781.  Well,  that  is  the  machinery? — Yes. 

22.782.  That  might  be  met  by  Mr.  Pretyman’s 
suggestion  of  deducting  against  your  next  year’s 
payments? — It  would,  yes. 

22.783.  Is  not  the  real  objection  to  refusing  to 
allow  a deduction  where  an  expenditure  is  made 
with  a view  to  increasing  rent  that  it  is  exactly  like 
a man  who  invests  his  savings:  his  savings  are  going 
to  bring  in  an  income,  but  he  is  nevertheless  taxed 
upon  them  before  they  are  available  for  investment? 

- -It  would  certainly  seem  like  that,  yes. 

22.784.  Now  may  I put  the  case  that  appeals  to  me 
of  a professional  man,  and  I will  put  it  as  what 
strikes  some  professional  men  as  a very  hard  case. 

A man  does  not  until  he  is  45  years  of  age  perhaps 
in  certain  professions  get  to  such  an  income  as  will 
allow  him  to  make  any  substantial  savings.  He  then 
has  the  chance,  if  he  is  fortunate,  for  15  years  of 
saying  to  replace  the  expenditure  he  had  made  in 
preparation  in  early  youth  and  in  keeping  himself, 
and  to  provide  for  his  old  age  and  his  family.  All 
that  he  saves  he  invests,  and  it  produces  income 
upon  which  he  has  to  pay  tax,  but  he  also  has  to 
pay  upon  the  income  from  which  the  savings  are 
secured.  That  is  the  common  case,  is  it  not,  of  every 
taxpayer  ? — Yes. 

22.785.  Why  should  a man  whose  income  happens 
to  come  from  land  bo  in  a different  position? — It  is 
a very  difficult  question  to  answer,  i think. 

22.786.  Very  well,  that  is  a fair  answer. — 
(Mr.  Home) : Might  I just  be  allowed  to  say  a word 
in  answer  to  that  question.  That  very  point  was 
considered  and  was  put  forward  when  this  evidence 
was  being  prepared,  and  the  reason  given  by  several 
owners  of  land  was  that  the  difference  between 
expenditure  of  this  sort  and  an  investment  was  in 
the  first  place  that  it  was  the  certainty  of  a wasting 
investment,  it  was  always  depreciating  after  it  was 
made,  and  also  that  there  was  upkeep  and  repair  of 
it  all  the  t'me. 

22.787.  Now  you  pass  to  the  next  stage,  the  treat- 
ment or  the  investment.  If  I,  having  made  my  pro- 
fessional savings,  choose  to  invest  them  in  house 
property,  the  position  is  just  the  same? — I admit 
t-liat. 

22.788.  Mr.  Kerly : If  I choose  to  invest  them  in 
mining  shares  I am  really  getting  back  part  of  my 
capital  all  the  time,  which  is  another  trouble.  Very 


well,  we  Have  now  got  the  real  environment  of  vour 
particular  problem,  I think.  J 

22.789.  Sir  TP.  Trower : May  1 aslt  what  is  the 
meaning  ot  the  word  “ improvement  ” — it  does  not 
mean  building  further  houses?— Not  always  The 
three  words  used  I think  are  repairs,  improvements 
and  renewals;  that  is  the  point  you  mean. 

22.790.  It  is  confined  to  those? l'es. 


22.791.  You  very  often,  I dare  say,  have  had  a 
large  farm  split  up  into  two  or  three  smaller  farms 
and  in  that  case  you  have  had  to  build  fresh  farm 
houses  for  the  smaller  farms? — Yes,  I have  known 
such  cases. 

22.792.  What  I was  merely  asking  there  was  that 
the  word  “ improvement  ” does  not  include  those 
new  buildings? — Not  for  the  maintenance  claim. 

22.793.  Not  for  the  maintenance  claim,  but  for  your 
paragraph  7 (5)?— It  would  for  paragraph  7 (b),  but 
not  at  present. 

22.794.  It  raised  the  same  question  which  Mr. 
Iverly  put  to  you,  that  really  so  far  as  it  is  fresh 
investment  it  increases  income.  It  is  the  same  as  an 
investment  in  an  annuity,  for  instance?— It  is  not 
strictly  parallel,  but  it  is  fairly  parallel. 

22.795.  Mr.  Marks : Greatly  daring,  because  I do 
not  understand  anything  about  it,  is  not  that  scheme 
propounded  by  the  Scottish  Arboricultural  Society 
very  much  that  which  Mr.  Kerly  put  to  you,  with 
the  exception  that  they  suggest  taking  the  total 
acreage  of  the  woodlands  and  dividing  the  wood  into 
blocks  of  various  stages  of  growth? — Yes. 

22.796.  The  difference  rather  between  particularis- 
ing, and  taking  the  whole  thing  on  the  average? — Yes. 
The  only  difference  is  that  for  the  purpose  of  this 
proposal  there  would  be  an  annual  assessment. 

22.797.  For  the  purpose  of  the  Scottish  proposal? — 
Yes.  There  would  be  an  annual  assessment  subject 
to  a yearly  decreasing  deduction. 

22.798.  It  seems  to  me  if  there  is  any  injustice  it 
might  be  remedied  by  some  sort  of  combination  of 
Mr.  Kerly’s  suggestion  with  this  suggestion  of  the 
Arboricultural  Society? — I do  think  if  a workable  and 
practicable  scheme  could  be  worked  out  on  those  lines 
it  would  satisfy  owners. 

22.799.  Presumably  the  Scottish  scheme  is  practic- 
able; it  is  put  forward  by  practical  men?— It  was 
thought  to  be  perfectly  practicable  from  the  owners’ 
point  of  view  who  supplied  the  information.  Of 
course  we  quite  anticipated  that  the  Inland  Revenue 
might  say  they  saw  difficulty  from  the  administrative 
point  of  view. 

22.800.  The  value  of  Mr.  Kerly’s  suggestion  is  that 
it  would  make  this  scheme  rather  more  easy  in  work- 
ing from  the  Inland  Revenue  point  of  view,  but 
perhaps  it  might  be  left  at  that.  I want  to  ask 
one  question  of  Mr.  Robertson  Durham.  Somewhere 
I think  you  said  you  had  got  about  47  returns  to  your 
inquiries? — (Mr.  Durham):  Yes. 

22.801.  From  which  you  selected  these  10  as  being 
topical  ? — Yes. 

22.802.  I gather  from  what  you  also  said  that  you 
had  worked  out  the  averages  so  far  as  the  10  estates 

. are  concerned? — Yes. 

22.803.  Have  you  also  worked  that  out  in  regard 
to  the  whole  number  of  47? — No,  we  did  not.  The 
difficulty  we  had  was 'that  we  first  ot  all  selected  the 
150  and  sent  them  to  people  whom  we  knew  kept 
proper  accounts,  and  then  when  we  got  in  the  4/ 
schedules  we  again  had  to  sift  through  and  pick  the 
ones  whose  figures  we  could  rely  on,  and  then  we 
further  made  a selection  according  to  counties,  so 
although  it  looks  as  if  we  are  selecting  against  the 
Commission  there  was  no  idea  of  that  sort. 

22.804.  I did  not  mean  to  make  any  suggestion  of 
that  sort.  I have  no  doubt  you  satisfied  yourselves 
that  the  inclusion  of  the  whole  number  would  not 
make  any  great  difference  even  if  their  records  were 
kept  in  such  a form  as  to  enable  you  readily  to  get 
the  figures? — 'They  were  very  similar  to  the  examples 
given. 

22.805.  Mr.  Marks:  Might  we  ask  Mr.  Robertson 
Durham  if  ho  could  put  in  the  figures  of  the  average. 

I think  it  is  better  from  our  point  of  view  that  we 
should  have  a general  idea  of  the  situation  rather 
than  examine  the  details. 


MINUTES  OF  EVIDENCE. 
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22  80G.  Mr.  Kerly : Can  you  do  that? — Certainly. 

I am  sorry  I was  not  able  to  do  it  before.  [See 
Appendix  No.  3 5 (ft).] 

22  807.  If  you  will  forward  your  figures  to  the 
Secretary  of  the  Commission  we  shall  not  want  to 
further  examine  you. — -The  average  of  the  10  estates 
under  each  head? 

22.808.  Mr.  Marks-.  Yes,  put  your  figures  in  the 
form  of  an  average  for  the  10  estates. — Yes.  (Mr 
Home):  Might  1 be  allowed  to  add  one  point? 
Since  the  evidence  was  printed,  I refer  to  para- 
graph 6,  “Schedule  B,”  it  has  been  pointed  out  to 
me,  a matter  of  which  I have  not  personal  experience, 
but  several  members  of  the  Federation  who  have 
properties  in  the  Highlands  have  referred  to  it,  that 
with  regard  to  deer  forests  they  are  assessed  at 
present  I am  informed  under  both  Schedules  A and  B. 
If  the  deer  forest  is  let  Schedule  A of  course  is  paid 
by  the  owner  on  the  rent.  Schedule  B is  not  as  a 
rule  paid  by  the  tenant ; it  comes  on  to  the  owner  too. 
Of  course  that  is  simply  an  extra  burden  on  his 
pocket.  The  point  is  this,  that  where  a deer  forest 
is  unlet  or  cannot  be  let,  as  happened  during  the  war 
in  most  cases,  they  had  to  pay  12s.  in  the  £ when  the 
Income  Tax  reached  6s.  on  a property  where  there 
were  no  Schedule  B profits  at  all,  and  cannot  in  the 
circumstances  ever  bo  any  Schedule  B profits.  I 
was  so  astonished  that  such  was  the  case — it  was  new 
to  me,  as  I had  nothing  to  do  with  deer  forests — that 
I wrote  to  make  quite  certain  that  that  was  being 
done,  because  Schedule  B is  supposed  to  be  levied  on 
the  occupier’s  profits,  and  admittedly  there  are  no 
occupier’s  profits  in  this  case,.  I was  assured  that  it 
is  regularly  done,  and  that  particular  owners  are 
bound  to  pay  Schedule  A and  Schedule  B on  land 
occupied  as  deer  forests.  I merely  wished  to  put  that 
point  in  as  one  which  appears  undoubtedly  to  cause 
a grievance  to  owners  of  land  in  the  Highlands. 

22.809.  Mr.  Kerly : Has  anybody  appealed  on  the 
question? — Well,  there  were  two  or  three  cases 
appealed,  I understand.  One  of  them  appealed  about 
three  years  ago,  and  the  Inland  Revenue,  without 
conceding  the  principle,  agreed  not  to  claim  the 
Schedule  B as  a temporary  measure  during  the  war. 
when  it  was  impossible  to  let  forests. 

22.810.  i'liat  1 suppose  has  been  general,  not  only 
in  the  particular  cases  of  the  appellants,  but  they 
have  not  claimed  it  generally  from  the  owners  of 
deer  forests  in  hand?— I understand  not,  but  they 
anticipate  that  this  current  year  they  will  again  be 
assessed. 

22.811.  And  I should  think  the  proper  tribunal  to 
appeal  to  is  the  Court  with  regard  to  that.  I cannot 
myself  understand  the  proposition  that  you  put  for- 
ward?— Nor  can  I.  1 could  hardly  believe  it  when 
it  was  sent  to  me  in  writing,  but  I am  assured  it 
is  t)ie  case,  although  I cannot  speak  from  first-hand 
experience,  because  I know  nothing  about  deer  forests. 
I merely  wish  to  put  the  point  in. 

22.812.  Mr.  Marks:  Does  the  provision  apply  only 
to  vacant  forests? — It  applies  equally  to  let  ones,  i 
understand,  to  this  extent. 

22.813.  If  they  were  let  would  not  the  fact  that 
the  owner  also  has  to  bear  the  burden  of  Schedu'e  B 
be  taken  into  account  when  he  fixes  the  rent  to  his 
tenant? — They  tell  me  he  is  not  allowed  to  deduct 
Schedule  B for  Income  Tax ; that  is  the  point. 


22.814.  But  he  would  probably  ask  a higher  rent?— 
If  he  could  get  it,  but  they  are  at  a discount  at  the 
moment. 

22.815.  Mr.  Kerly : That  probably  would  bring 
down  the  assessment  ?— He  does  not  get  it  as  a de- 
duction as  he  would  for  occupier’s  rates,  and  there 
fore  he  pays  Income  Tax  on  it. 

22.816.  Sir  W.  Trower:  Is  it  really  the  fact  that 
there  were  any  deer  forests  unlet  this  current 
year? — So  I am  told. 

22.817.  I am  told  there  were  none. — In  the  past 
season  ? 

22.818.  Y'es. — There  would  not  be  many  that  were 
unlet  because  a tenant  could  not  be  found;  there 
were  a certain  number  unlet  because  the  owner  was 
occupying  them. 

22.819.  I was  only  asking  for  information,  because 
I have  been  told  that  there  was  not  a deer  forest  to 
be  obtained  under  any  circumstances? — There  cer- 
tainly was  not  a grouse  moor  unlet;  I could  not  say 
as  regards  deer  forests. 

22.820.  Mr.  Kerly : The  assessment  of  deer  forests 
is  a figure  spreading  over  a series  of  years? — Yes. 

22.821.  If  it  is  let  it  is  not  so? — It  is  on  the  net 
rent  received  in  that  particular  year. 

22.822.  Supposing  you  have  got  to  go  on  the  valua- 
tion. The  valuation  for  Schedule  B is  not  on  the 
rental  actually  received  in  any  particular  year,  but 
it  is  on  a calculation  or  estimation  of  its  value  takeu 
over  a series  of  years,  is  it  not? — But  mv  difficulty 
is  that  it  can  to  an  occupier  have  no  value,  because 
there  cannot  in  the  circumstances  of  the  case  be  any 
profit.  Schedule  B is  supposed  to  be  an  occupier’s 
profit,  but  there  can  in  the  circumstances  be  no 
occupier’s  profit  in  this  case;  the  expenses  must 
always  far  exceed  any  possible  receipts. 

22.823.  The  owner  cannot  enjoy  it  himself? — If  he 
did  he  would  no  doubt  quite  rightly  pay  Schedule  A, 
but  I cannot  see  why  he  should  pay  Schedule  B 
as  well. 

22.824.  Let  me  put  it  in  another  way.  Are  not 
voids  or  the  possibility  of  voids  taken  into  account  in 
arriving  at  the  assessment? — I am  not  certain  about 
that. 

22.825.  If  they  are,  it  makes  a very  considerable 
difference  to  the  grievance  ? — I could  not  answer  that 
question  yes  or  no,  because  I do  not  know. 

22.826.  Mr.  Kerly : Very  well,  we  shall  ascertain. 

22.827.  Sir  IF.  Trower : Your  contention  is,  I 
understand,  that  Schedule  B is  not  applicable  at  all 
to  deer  forests  whether  let  or  unlet? — Precisely. 

22.828.  That  they  produce  no  profit  whatever  to 
the  occupier  or  to  the  owner? — To  the  occupier.  They 
produce  profit  to  the  owner  under  Schedule  A. 

22.829.  That  is  equivalent  to  the  rent  he  receives? 
—The  net  rent  that  he  receives. 

22.830.  But  there  is  no  profit  derived  from  deer 
forests  from  occupation  at  all  ? — No. 

22.831.  Mr.  Kerly : You  would  accept  the  metaphor 
that  was  offered  to  us  this  morning,  that  it  is  like 
the  ownership  of  a valuable  picture;  you  have  the 
pleasure  of  looking  at  it,  or  in  the  other  case  of 
seeking  for  deer  to  shoot,  but  you  get  no  commercial 
profit? — To  a certain  extent  I quite  admit  that  under 
Schedule  A you  can  get  a revenue  from  it,  but  in 
the  case  of  pictures  you  cannot. 


Mr.  T.  Hall  Hall,  on  behilf  of  the  London  Playing  Fields  Society,  and  Mr.  C.  E.  Clift,  on  behalf  of  the 
Manchester  and  Salford  Playing  Fields  Society,  called  and  examined. 


The  witnesses  handed  in  the  following  statements 
as  their  evidence-in-chief  : — 

Evidcnce-in-ehief  of  Mr.  T.  Hall  Hall,  Deputy 
Chairman,  on  behalf  of  the  London  Playing  Fields 
Society. 

22,832.  (1)  The  Society  has  four  grievances  in 
respect  of  Income  Tax  : — (1)  that  it  has  to  paj  Income 
Tax  in  respect  of  land  which  produces  no  income  out 
of  which  to  pay  the  tax;  (2)  that  the  law  slituld  make 
a charity  pay  Income  Tax  under  Schedule  A in 


respect  of  profits  of  lands  in  the  occupation  of  the 
charity,  and  used  for  its  charitable  purposes: 
(3)  that  the  assessment  of  annual  value  is  in  some 
cases  fanciful  and  far  beyond  what  would  be  the 
rack  rent  which  anyone  would  give  for  the  land,  in 
its  present  condition  from  year  to  year;  (41  that  it 
has  to  pay  Income  Tax  at  all  seeing  that  it  is  a 
charity  which  at  no  cost  to  the  public  renders  services 
to  the  public  of  exactly  the  same  nature  as  those 
rendered  by  local  authorities  who  at  the  public  ex- 
pense provide  grounds  for  cricket,  football,  lawn 
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tenuis  and  other  games,  and  are  exempt  from  Income 
Tax  in  respect  of  such  land. 

I have  to  urge  that  the  law  be  altered  so  as  to 
remove  all  these  four  grievances. 

22.833.  (2)  The  Society  was  founded  in  1891.  1 was 
one  of  the  founders  and  have  always  been  actively 
concerned  in  the  management.  The  late  Sir  Chandos 
Leigh  was  Chairman,  but  he  died  during  tiie  war  and 
the  chairmanship  has  not  yet  been  filled  up.  Mr. 
Edward  North  Buxton  is  the  Vice-Chairman  and 
Treasurer  but  though  he  continues  to  take  great 
interest  in  the  Society  and  to  work  for  it,  he  has 
been  unable  to  attend  its  meetings  for  many  years. 

22.834.  (3)  The  Society’s  main  object  is  to  encourage 
and  develop  the  playing  of  cricket  and  football  and 
other  like  games  by  the  clerks,  working  men  and  boys 
of  London  with  a view  to  the  physical  and  moral 
welfare  of  the  population.  The  Society  is  a charity 
in  the  legal  sense.  The  Charity  Commissioners  have 
made  orders  in  respect  of  the  Society’s  property. 
In  1913  it  had  eight  playing  fields  in  and  around 
London,  comprising  in  the  whole  about  272  acres, 
besides  a number  of  pitches  laid  out  by  it  in  three 
localities  in  Epping  Forest  by  permission  of  the 
Corporation  of  London.  This  space  was  sufficient  to 
accommodate  about  7,000  cricketers  at  a time. 

22.835.  (4)  The  Society’s  practice  :s  to  let  or 
license  pitches  for  the  season  for  cricket  and  lawn 
tennis  in  the  summer,  and  football  and  hockey  in 
the  winter  to  clubs  which,  although  not  able  to  give 
the  high  rent  necessarily  demanded  by  persons  who 
let  for  profit,  can  yet  pay  a moderate  charge  and 
thus  reduce  the  competition  for  the  limited  space 
available  in  the  public  parks  and  open  spaces  and 
leave  them  free  for  the  poorest  players.  It  is  a 
great  point  in  the  Society’s  view  that  the  parks  and 
commons  should  be  kept  available  for  poor  clubs  and 
schools  without  any  charge.  About  1912  the  Society 
also  turned  its  attention  to  the  provision  of  minia- 
ture rifle  ranges.  Two  had  already  been  established 
prior  to  the  outbreak  of  war,  and  one  more  was  added 
soon  after. 

22.836.  (5)  The  Society  has  acquired  the  freehold  of 
four  fields  comprising  164  acres — three  purchased  by 
public  subscriptions,  and  one  out  of  the  funds  of  the 
Society.  Part  of  the  purchase  money  has  in  some 
cases  remained  on  mortgage.  The  freehold  of  another 
field  of  nearly  40  acres  was  purchased  by  the  Gold- 
smiths’ Company  in  order  that  the  field  might  be 
used  by  the  Society  who  holds  it  under  a lease  at  the 
nominal  rent  of  10s.  a year.  It  was  intended  that  this 
fine  field  being  occupied  rent-free  by  the  Society 
would  be  worked  at  a profit  which  would  provide 
means  for  running  other  grounds  in  respect  of  which 
rent  or  mortgage  interest  has  to  be  paid,  but  these 
expectations  have  been  entirely  quashed  by  the  enor- 
mous and  quite  unjustifiable  assessment  of  Income 
Tax  which  has  been  placed  on  this  field,  so  that 
instead  of  being  the  cheapest  it  has  been  one  of  the 
most  expensive  to  run  of  the  Society’s  fields. 

22.837.  (6)  The  whole  of  the  clubs  using  the  grounds 
consist  of  clerks,  Avorking  men  and  boys,  and  some 
women  and  girls.  Except  for  a few  benevolent 
clergy  and  other  persons  interested  in  the  clubs, 
the  players  are  not  persons  individually  chargeable 
with  Income  Tax  unless  the  present  high  wages  have 
brought  some  of  them  above  the  Income  Tax  assess- 
ment limit. 

22.838.  (7)  Grounds  are  often  lent  without  payment 
to  L.C.G.  Schools,  both  for  school  sports  and  games. 
This  is  entirely  gratuitous,  and  during  the  last  few 
years  grounds  have  also  been  lent  to  soldiers  to  play 
on  without  payment,  and  grounds  have  been  used  for 
drill  even  before  the  Avar. 

22.839.  (8)  The  aim  of  the  Society  has  been  that 
alter  the  grounds  have  been  acquired  and  laid  out 
iroin  the  funds  of  the  Society,  they  should  be  self- 
supporting  and  that  if  possible  the  balance  should  be 
on  the  right  side,  so  as  to  go  some  little  way  towards 
recouping  the  general  expenses  of  management  of  the 
bociety,  and  some  of  the  expenses  of  laying  out.  But 
in  practice,  the  annual  income  from  the  grounds  in 
pre-war  days  about  balanced  the  expenditure.  Some 
years  there  Avas  a small  surplus— thus  in  1913  the 
receipts  from  grounds  were  £4,025  11s.  9d.,  and  the 


expenses  were  £3,849  12s.  4d.,  leaving  a credit  bala.no 
of  £1(5  19s.  5d.,  and  in  1914  there  Avas  a credit  balam- 
of  £14.  These  credit  balances  of  course  are  not  profit* 
as  office  and  other  general  expenses  of  the  Society  are 
not  included  in  these  amounts.  The  members  of  the 
Society  work  entirely  without  payment,  except  that 

19D6  £24°  * year  (raised  * Wy 

1J1J  to  £360),  which  is  not  a full  salary  for  a 
gentleman  of  his  position  and  experience. 

22,840.  (9)  Each  year  during  the  war  deficit  balance! 
have  been  very  heavy,  as  interest  en  the  mortgages 
and  the  rente  remain  as  before  and  the  expenjTof 
management  of  such  grounds  us  were  kept  open  for 
play  increased  largely.  Hates  remain  about  the  same 
AM  la*X,h“S  mCome  overwhehningly  increased’ 

I™  \ 1°??  y “ e 6ldS  "e™  closed  fOT  P^y  except 

two  of  which  parts  were  taken  for  allotments.  One 
held  was  taken  lor  on  aerodrome.  The  two  largest 

football  in  September!™11  "‘I1  “g!UI1  b°  arnlIable  for 

22,841  (10)  The  present  state  and  future  prospects 
of  the  Society  are  stated  in  the  Annual  Report  for 
1J18  a copy  of  which  is  handed  in  as  well  as  a copy 
tel,  far  1913,  which  contains  a 

fullei  statement  of  the  Society’s  constitution  and 
shows  its  working  in  peace  time.  A statement  of 
the  Income  lax  on  the  Society’s  fields  is  also  handed 
in.  ot  reproduced .] 

22,842.  (11)  The  Income  Tax  under  Schedule  A does 
uot  at  Present  fall  as  a burden  on  the  Society  since 

so%We+hldq  andf  al'6  the  most  part  mortgaged 
so  that  the  Society  pays  the  tax  only  on  behalf  of  the 
mortgages  and  similarly  one  field  is  a leasehold,  and 
the  Society  deducts  the  tax  from  the  rent.  But  it 
does  fall  with  great  severity  on  the  Goldsmiths’  play- 
ing field  Avhich  is  a leasehold  held  at  a nominal  rent. 

22,843  (12)  As  a charity  the  Society  should  be 
exempt  from  Income  Tax  under  Schedule  A.  This 
question  has  been  discussed  Avith  the  Inland  Revenue 
authorities,  but  as  it  is  not  yet  of  practical  impor- 
tance they  have  not  yet  settled  the  Society  on  their 
list  of  exempted  chanties.  But  at  present  there  is  a 
curious  and  unjustifiable  anomaly  in  the  laiv.  Though 
a charity  is  exempt  from  Income  Tax  under  Schedule 
A in  respect  of  the  rents  and  profits  received  by  it 
from  its  lands  Avhich  are  let  to  tenants,  it  has  been 
held  by  the  Court  of  Appeal  in  England  and  by  the 
Scottish  Courts,  that  a charity  is  not  exempt  in 
1 Prpfits  of  land  in  its  own  occupation 

Avn ether  used  for  its  own  charitable  purposes  or  other- 
wise I am  supported  in  calling  this  unjustifiable 
by  the  even  stronger  language  used  by  the  Lords 
Justices  in  the  Essex  Hall  case  reported  in  the  Lav 
Reports  C.A.  1911,  2 K.B.  p.  434,  Avhere  they  felt 
bound  by  the  wording  of  the  Income  Tax  Acts  to  hold 
that  the  charity  was  liable  to  Income  Tax,  but  tliey 
considered  the  result  so  iniquitous  that  in  their 
judgment  they  suggested  a Avay  by  Avhich  the  burden 
ol  the  tax  could  be  avoided.  In  my  long  experience 
as  a barrister  I do  not  recollect  any  other  case  in 
which  judges  from  the  Bench  have  been  so  impressed 
by  the  hardship  of  the  laAV  that  they  have  pointed  out 
to  litigants  hoAv  they  could  escape  from  its  clutches. 

22,844.  (13)  I find  it  somewhat  difficult  to  under- 
stand the  report  in  the  case  in  the  Scottish  Courts 
above  referred  to — Maugham  v.  Free  Church  of 
Scotland.  No  profits  bad  in  fact  been  received  by 
the  charity,  so  there  seems  not  to  have  been  any  sub- 
ject matter  to  decide  on  othei-Avise  than  hypotheti- 
cally. It  Avas  only  on  the  special  Avording  of  the 
Income  Tax  Acts  that  in  the  Essex  Hall  case  it  was 
held  that  the  “ profits  ” meant  money  received  from 
the  tenant.  The  ordinary  meaning  of  the  word 
profits  ” in  laAv  is  rather  the  contrary.  Rent  is 
received  from  a tenant,  but  profits  are  money  or 
advantages  received  by  a landlord  or  occupier  from 
land,  such  as  money  received  for  taking  in  cattle  or 
sheep,  or  sale  of  gravel,  or  licences  to  fish,  shoot  or 
play  games,  or  such  licence  to  sell  books  on  the  pre- 
mises as  Avas  given  in  the  Essex  Hall  case.  !■  submit 
that  the  law  should  be  altered  in  this  respect  so  as 
to  exempt  this  Society  and  other  charities  from  com- 
ing under  Schedule ' A,  in  respect  of  the  money 
received  by  it  from  licences  to  play  games,  or  for  tak- 
ing in  sheep  which  act  as  mowing  machines. 
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22  845.  (14)  It  is  the  occupiers’  Income  Tax  under 
Schedule  B which  is  the  main  grievance  of  the  society. 
In  1913  this  was  payable  at  the  rate  of  Is.  2d.  in  the 
£ on  one-third  of  the  hypothetical  annual  value  of 
the  land.  Now  it  is  6s.  in  the  £ on  the  full  annual 
value  i.e.,  fifteen  times  what  it  was  before  the  war. 
Two  concrete  examples  will  it  is  hoped  suffice  to  show 
the  overwhelming  burden  of  the  present  taxes.  (1) 
The  Elms  Playing  Field,  at  Walthamstow,  which  con- 
tains about  34  acres,  was  and  is  assessed  at  £216.  This 
assessment  is  grossly  excessive,  and  far  beyond  what 
any  tenant  would  give  for  the  land  in  the  open  market 
as  tenant  from  year  to  year.  The  land  could  not  by 
any  means  in  its  present  state  be  made  to  yield  an 
income  at  all  approaching  the  assessed  yearly  value. 
If  used  for  cricket  and  football  it  could  not  produce 
more  income  than  if  used  for  agricultural  purposes, 
in  fact  not  so  much.  The  occupiers’  Income  Tax  on 
this  in  1913  was  £4  4s.  At  present  it  is  £64  16s. 
though  the  land  has  not  been  yielding  any  income 
but  has  been  run  at  a loss.  This  is  one  of  the  fields 
which  was  kept  open  during  the  war  for  games  and 
for  purposes  of  drill  and  shooting,  and  has  been  largely 
used  by  soldiers  and  munition  workers.  The  sum  of 
£14  was  returned  to  the  Secretary  in  1918  by  way  of 
reduction  of  tax,  although  the  assessment  has  not 
been  formally  reduced.  (2)  The  Goldsmiths’  Playing 
Field,  near  Eltharn,  contains  nearly  40  acres,  but  of 
this  about  16  acres  which  have  not  yet  been  laid  out 
for  the  playing  of  games  remain  rough  meadow  land, 
and  are  fenced  off  from  the  cricket  ground.  This 
field  as  a whole  has  been  assessed  at  £312  for 
Income  Tax  and  for  rates  at  £250.  The  taxes 
and  rates  payable  by  the  society  on  this  land  are  re- 
markable, viz.: — Schedule  B,  6s.  in  the  £ on  the 
hypothetical  annual  value;  Schedule  A,  5s.  3d.  (i.r., 
6s.  less  one-eighth  allowance)  in  the  £ ; rates,  5s.  10d. 
in  the  £,  making  a total  in  the  £ of  17b.  Id.  in 
respect  of  land  which,  in  fact,  yields  no  income.  At 
present  owing  to  the  fact  that  the  field  has  only  been 
used  during  the  war  by  souldiers  without  payment 
and  for  sheep,  the  assessment  has  been  reduced  tem- 
porarily to  what  was  considered  to  be  the  agricultural 
value  of  the  land,  viz. : £78,  but  the  Society  was 
given  to  understand  that  this  reduction  was  only 
temporary,  and  that  directly  the  field  returned  to  its 
normal  use  the  former  assessment  would  be  re-im- 
posed. In  that  case  the  Income  Tax  would  be  in- 
creased from  the  1913  figure  of  £17  10s.  for  Schedule 
A.  and  £6  10s.  for  Schedule  B.  to  £81  18s.  for  Sche- 
dule A,  and  £93  12s.  for  Schedule  B.  The  effect 
would  be  that  the  land  would  be  taxed  at  the  rate  of 
45s.  in  the  £ of  its  agricultural  hypothetical  rack 
rental  for  Income  Tax  alone — plus  about  18s.  in  the 
£ for  rates  making  a total  of  rates  and  taxes  of 
63s.  in  the  £ on  the  agricultural  rack  rent,  although 
the  land  in  fact  yields  little  or  no  income. 

22.846.  (15)  The  third  grievance  of  the  Society  is 
that,  though  the  Income  Tax  Act  lays  it  down  in 
Schedule  A,  Nos.  I.  and  II.  that  the  annual  value  is  to 
be  understood  to  be  the  rack  rent  at  which  the  land 
is  worth  to  be  let  by  the  year,  some  of  the  assessment 
committees  fix  the  annual  value  in  a fanciful  way 
at  a sum  far  exceeding  what  anyone  would  give  for 
the  land  in  its  actual  state  as  a tenant  from  year  to 
year.  This  results  partly  from  the  loose  wording  of 
the  Statutes,  but  principally  from  the  incompetence 
of  some  of  the  local  committees  and  their  disregard 
for  the  directions  given  by  Statute. 

22.847.  (16)  The  two  cases  of  the  Elms  and  the 
Goldsmiths’  playing  fields  illustrate  this.  At  the  Elms 
34 i-  acres  of  land  is  assessled  for  purpose  of  Schedule 
A at  £312,  and  for  purpose  of  Schedule  B at  £216. 
and  the  Goldsmiths’  playing  field  of  about  40  acres, 
of  which  16  is  merely  rough  meadow  land  is  assessfed 
at  £312  gross,  which  is  at  the  rate  of  £8  an  acre 
for  the  whole  including  the  part  riot  laid  out,  whereas 
the  agricultural  value  of  this  land  is  considered  by 
the  local  authorities  to  be  £78  or  £2  an  acre,  a rate 
at  which  agricultural  land  is  believed  to  be  generally 
assessed  round  London.  For  instance,  the  Society’s 
1 nnce  Edward’s  playing  field  at  Edgwaro  of  60  acres 
is  assessed  at  £75.  Twenty  acres  of  this  latter  field 
has  not  yet  been  developed,  and  remains  meadow  land 
in  the  hands  of  a farmer.  This  is  assessed  at  about 


the  same  rate  as  the  cricket  ground  which,  however 
is  rather  better  land  and  more  accessible.  This 
field  appears  to  be  assessed  in  a proper  way,  if  it  is 
proper  that  the  land  used  for  the  purpose  of  the 
Society  should  be  subject  to  Income  Tax  at  all. 

22.848.  (17)  It  is  believed  that  the  local  assessment 
committee  of  Bromley  fixed  the  assessment  of  the 
Goldsmiths’  field  on  the  precedent  of  a sports  ground 
where  gate  money  was  taken.  No  doubt  in  some 
instances  such  grounds  do  yield  a large  income.  But 
to  assess  sports  grounds  of  private  clubs  or  of  this 
Society  on  the  same  basis  is  quite  erroneous,  since  by 
no  possibility  can  such  grounds  command  rental 
exceeding  agricultural  value.  They  are  not  furnished 
with  stands  and  expensive  buildings  which  are  neces- 
sary for  gate  money  meetings. 

22.849.  (18)  By  the  Budget  of  1918  it  was  proposed 
to  subject  all  land  to  a tax  assessed  at  double  the 
annual  value.  This  was  based  on  the  ground  that 
farmers  were  making  great  profits  and  that  ninety 
per  cent,  of  them  do  not  keep  accounts.  At  the 
same  time  exceptions  were  introduced  in  their  favour 
to  prevent  overcharge  of  land  which  did  not  in  fact 
yield  high  profits.  The  exceptions  applied  only  to 
land  occupied  for  the  purpose  of  husbandry.  They 
have  the  right  to  elect  to  be  assessed  under  Schedule 
D,  or  might  by  showing  to  the  satisfaction  of  the 
Commissioners  that  the  profits  or  gains  for  the  year 
had  fallen  short  of  the  assessable  value,  be  assessed 
under  Schedule  B on  the  actual  profits  or  gains. 
But  these  concessions  were  not  extended  to  any  other 
than  agricultural  land.  That  is  to  say  the  argument 
for  heavy  taxation  was  this : farm  lands  have  mostly 
made  high  profits  and  so  must  be  highly  taxed,  but 
farmers  are  such  meritorious  persons  that  two  ways 
of  escape  must  be  provided  for  any  of  them  who  have 
not  in  fact  made  high  profits.  But  all  other  occupiefB 
of  land  must  be  taxed  as  highly  as  or  even  higher 
than  farmers,  because  all  land  without  exception 
ought  to  be  devoted  to  producing  food,  so  that  even 
though  it  could  be  shewn  that  a particular  piece  of 
land  did  not  and  could  not  in  its  present  state  pro- 
duce any  income,  that  is  irrelevant  and  to  devote 
land  to  any  purpose  but  production  of  food  is  such 
an  odious  thing  that  there  must  be  no  way  of  escape. 
Land  must  not  be  used  to  keep  the  working  classes 
in  good  health  but  only  to  provide  them  with  potatoes. 
Moreover  it  is  not  enough  that  the  land  should  be 
taxed  as  if  it  were  agricultural  land  yielding  a high 
profit.  Tt  is  left  to  local  committees  to  put  a 
fantastic  annual  value  on  it,  far  beyond  what  it 
could  yield  in  the  hands  of  the  most  avaricious 
occupier,  even  though  it  is  shewn  to  yield  little  or 
no  income.  Further,  to  tax  any  land  on  the  basis 
then  proposed  would  be  unfair.  The  annual  value  is 
ex  hypothesi  what  the  land  will  yield.  To  tax  it  on 
double  annual  value  is  to  tax  it  on  double  what  the 
tenant  can  make  of  it  in  a year,  and  that  basis  pre- 
supposes that  the  assessment  is  not  in  fact  the  true 
annual  value. 

22.850.  (19)  There  is  another  anomaly  in  the  present 
law  under  which  sports  grounds  used  for  the  health 
of  the  people  are  heavily  taxed  afid  often  on  a non- 
existent income,  while  sports  grounds  used  to  pro- 
vide an  income  for  the  occupiers  are  let  off  lightly, 
as  the  proceeds  of  gate  money  must  in  some  cases 
be  very  large,  and  the  profits  of  gate  money  grounds 
far  in  excess  of  the  assessed  annual  value. 

22.851.  (20)  The  proposal  of  1918  would  speedily 
have  put  an  end  not  only  to  the  work  of  this  Society, 
but  to  the  bulk  of  the  cricket  and  sports  grounds  In 
the  country,  leaving  only  a few  clubs  of  the  rich,  and 
large  gate  money  grounds  and  grounds  which  form 
a necessary  part  of  tbe  educational  machinery  of 
schools  and  must  therefore  be  kept  open  and  be  paid 
for  by  the  schoolmasters  or  indirectly  by  tbe  parents. 

22.852.  (21)  The  Society  promoted  debates  on  these 
proposals  in  the  House  of  Commons  which  took  place 
on  June  3rd  and  13th,  1918,  and  are  reported  in  the 
Parliamentary  Debates,  vol.  106,  columns  1290  to  1297, 
and  in  the  end  an  amendment  was  moved  by  the 
Chancellor  of  the  Exchequer  and  was  agreed  to  by 
tbe  House  which  reduced  the  assessment,  in  certain 
cases  including  this  Society,  to  the  single  annual 
value.  This  left  the  tax  under  Schedule  B at  fifteen 
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times  what  it  was  before  the  war,  instead  of  thirty 
times  as  proposed  by  the  Budget.  High  apprecia- 
tion of  the  work  of  the  Society  was  expressed  by  Mr. 
Bonar  Law  and  other  members.  Indeed  Mr.  Bonar 
Law  seems  to  have  been  under  the  impression  that  his 
amendment  left  the  Society  in  exactly  the  position  it 
was  in  two  or  three  years  previously.  But  that  in 
fact  was  not  the  case,  nor  as  seems  to  have  been  sup- 
posed by  him  and  Sir  Charles  Hobhouse  are  charities 
exempt  from  this  tax.  Charities  in  general  are  exempt 
from  Income  Tax  under  Schedule  A in  respect  of  land 
owned  by  them,  but  not  in  their  occupation,  but  there 
is  no  exemption  for  charities  from  taxation  under 
Schedule  B,  nor  under  Schedule  A,  for  land  occupied 
by  them  whether  for  the  purpose  of  the  charity  or 
otherwise.  That  was  decided  in  the  Essex  Hall  case 
referred  to  above.  I submit  that  the  law  should  be 
altered  on  this  point.  Land  occupied  by  charities  is 
used  in  nearly  all  cases  for  the  poor,  and  in  every 
case  for  a purpose  which  is  considered  of  public 
utility.  This  is  eminently  so  in  the  case  of  the  land 
of  this  Society.  The  physical  development  of  the 
population  is  nowadays  recognized  as  of  national 
importance  and  takes  a prominent  place  in  the 
scheme  of  education  of  the  President  of  the  Board 
of  Education. 

22.853.  (22)  The  Society  has  been  at  this  work  for  29 
years.  It  claims  to  have  done  good  national  work  in 
preparing  for  the  struggle  thousands  of  the  young 
men  who  have  gone  forth  from  these  fields  to  the  war. 
If  the  taxes  continue  at  anything  like  their  present 
level  it  is  at  least  doubtful  whether  the  useful  work 
of  the  Society  can  be  continued,  and  in  like  manner 
most  of  the  private  cricket,  football  and  sports 
grounds  round  London,  which  are  occupied  by  clubs 
only  a few  of  which  can  be  called  rich,  would  pro- 
bably have  to  be  discontinued.  If  the  land  now  so 
occupied  were  to  be  handed  over  for  building  purposes 
it  would  be  a national  misfortune,  and  if  the  land 
were  handed  over  as  recreation  grounds  to  Govern- 
ment or  local  authorities  great  expense  would  be  in- 
volved, as  at  present  the  Society  and  the  clubs  carry 
on  at  their  private  expense,  while  if  handed  over, 
the  maintenance  would  fall  on  the  rates  or  taxes. 
Moreover  the  Government  would  be  deprived  of  the 
whole  of  the  Income  Tax  payable  in  respect  of  these 
lands  as  the  recreation  grounds  of  public  and  local 
authorities  are  entirely  exempt  from  the  payment  of 
taxes  both  under  Schedule  A and  Schedule  B,  and 
are  exempt  from  rates. 

22.854.  (23)  That  these  lands  should  remain  in  the 
occupation  of  this  Society,  and  .the  similar  Manches- 
ter Society  and  private  clubs  in  general,  is  in  fact 
the  most  economical  way  of  providing  the  means  of 
outdoor  recreation  for  the  population.  Indeed  there 
seems  a good  case  for  putting  at  all  events  the  chari- 
table societies  on  the  same  footing  of  exemption  as 
the  local  authorities  in  respect  of  exemption  from 
rates  and  taxes.  It  is  no  doubt  a difficult  matter  to 
frame  amendments  which  will  cover  the  societies  and 
clubs  who  ought  to  be  relieved  without  including 
other 8 who  might  fairly  be  called  on  to  contribute  to 
taxation.  The  following  amendments  to  the  Finance 
Bill,  1919,  were  moved  in  the  House  of  Commons  by 
Mr.  Rawlinson,  K.C.,  on  behalf  of  this  Society, 
though  with  a view  to  the  preservation  of  the 
means  of  physical  recreation  for  the  whole  popu- 
lation, the  proposed  modification  of  present 
taxation  might  well  be  extended  much  further : — 
(1)  “ The  Trustees  for  charitable  purposes  occupying 
lands  used  for  the  playing  of  cricket,  football,  or 
other  games  or  athletic  sports,  rifle  ranges,  or  drill, 
where  no  gate  money  is  charged  for  admission  to  the 
ground,  may  elect  to  be  assessed  and  charged  under 
Schedule  D of  the  Income  Tax  Act,  1918,  and  in 
accordance  with  the  provisions  and  rules  applicable 
thereto,  instead  of  under  Schedule  B in  the  same 
way  as  if  the  lands  were  occupied  for  the  purposes  of 
husbandry  only.”  (2)  “ In  estimating  the  annual 
value  for  Income  Tax  of  lands  occupied  by  trustees 


for  charitable  purposes,  occupying  lands  used  for  the 
ploying  of  cricket,  football,  or  other  games  or  athletic 
sports,  rifle  ranges,  or  drill,  where  no  gate  money  is 
charged  for  admission  to  the  ground,  the  annual  value 
of  the  land  shall  not  exceed  the  value  of  the  land  for 
purposes  of  agriculture.” 

The  Debate  is  reported  in  Parliamentary  Debates 
Vol.  118,  cap.  250-254.  16th  July,  1919. 

The  object  of  the  second  amendment  was  to  prevent 
excessive  assessments  in  case  the  first  amendment  was 
not  accepted. 

22.855.  (24)  The  Chancellor  of  the  Exchequer  re- 
fused to  accept  the  amendments.  Owing  to  the  only 
partial  success  of  the  amendment  moved  in  1918  and 
in  view  of  the  sitting  of  this  Commission  the  amend- 
ments of  1919  were  cut  down  by  us  to  the  narrowest 
limit  so  as  to  provide  a modus  vivendi  till  tbe  whole 
case  could  be  considered  and  dealt  with  by  this  Com- 
misslion.  These  amendments  merely  covered  the  case 
of  this  Society  and  similar  charitable  bodies,  although 
with  a view  to  the  preservation  of  the  means  of 
physical  recreation  for  the  whole  of  the  population, 
the  modification  of  present  taxation  might  well  be 
extended  to  other  lands  in  the  hands  of  clubs  and 
schools  and  individuals  who  maintain  sports  grounds 
without  any  view  to  making  money  by  them.  For 
these  we  are  not  seeking  any  privilege.  We  oniv 
want  the  principles  of  taxation  applied  in  a fair  way. 
In  order  to  make  Income  Tax  fairly  payable,  two 
things  are  requisite:  (1)  income  out  of  which  the 
tax  can  be  paid;  (2)  that  the  person  taxed  should  be 
subject  to  Income  Tax.  In  the  case  of  this  Society 
both  these  requisites  are  non-existent.  Further  the 
operations  of  the  Society  and  of  private  clubs  in 
carrying  on  sports  grounds  is,  in  fact,  a business, 
though  not  a business  carried  on  with  a view  to 
money  profit.  There  are  many  businesses  carried  on 
not  for  money  profit,  e.fj.,  the  Society  for  the  Pro- 
motion of  Christian  Knowledge,  and  other  propaganda 
businesses,  or  the  late  East  London  Recreation 
Ground  Company,  Ltd.,  and  many  which,  though  they 
aim  at  making  a profit,  yet  limit  their  dividends, 
e.g.,  the  Artisans’  and  Workmen’s  Dwellings,  Ltd., 
and  others  which  aim  at  but  do  not  succeed  in  making 
a profit.  All  these  are,  it  is  believed,  assessed  under 
Schedule  D.  This  society,  and  all  other  societies, 
companies,  clubs,  and  individuals  who  carry  on  the 
business  of  sportsi  grounds  should  be  assessed  liko 
other  businesses  under  Schedule  D on  their  profits. 

22.856.  (25)  The  occupation  of  land  has  been  excep- 
tionally treated  for  two  reasons,  first  because  the  bulk 
of  the  land  is  occupied  by  farmers  who  do  not  keep 
accounts,  and  secondly,  because  in  farming  opera- 
tions, and  in  some  other  cases  such  as  growing 
timber,  osiers,  and  other  crops  which  take  years  to 
mature,  it  is  not  easy  to  arrive  at  a fair  assessment 
of  profits  of  any  particular  year. 

22.857.  (26)  In  cases  of  sports  grounds  neither  of 
these  reasons  for  exceptional  treatment  apply. 
Accounts  are  kept  and  the  yearly  income  is  easily 
ascertainable.  It  seems  absurd-  to  extend  the  ex- 
ceptional treatment  to  cases  to  which  the  reasons  for 
the  exception  do  not  apply.  By  taxing  sports  grounds 
under  Schedule  D,  the  real  income  would  be  taxed. 
In  some  oases  it  might  be  small,  while  in  respect  of 
gate  money  grounds  where  22  men  play  and  thousands 
of  spectators  pay  to  sec  them  play  but  do  not  therm 
selves  get  the  benefit  of  physical  recreation,  the  yield 
might  be  very  large.  Under  the  present  system  tax 
is  charged  where  there  are  no  profits,  and  no  more 
where  the  profits  are  large.  This  is  not  fair,  but  so 
far  as  this  Society  and  the  Manchester  and  Salford 
Playing  Fields  Society  are  concerned,  they  stand  on 
higher  ground  than  private  clubs  and  as  doing  a 
public  work  in  the  cheapest  and  most  advantageous 
way  for  the  public,  their  grounds  should  be  entirely 
exempt  from  Income  Tax  in  the  same  way  as  sports 
grounds  run  by  local  authorities. 
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22,858. 


TABLE  SHOWING  INCIDENCE  OF  TAXATION  ON  THE  PLAYING  FIELDS 


Assessment. 

Amount  Paid. 

— 

— 

A.  1 B. 

Rates. 

A. 

B. 

Rates. 

The  Elms,  Walthamstow— 34£  acres  -j 

1913/14 

1917/18 

1918/19 

£ ...  d. 
317  10  0 
317  10  0 
317  10  0 

£ s.  d. 
179  0 0 
179  0 0 
216  0 0 

£ S.  (/. 

265  0 0 
265  0 0 
265  0 0 

£ s.  d. 
18  4 3 
82  0 0 
98  8 0 

£ s.  d. 
4 4 0 
54  0 0 
64  16  0 

£ s.  d. 

90  1 3 
90  1 3 

Prince  Edward’s,  Edgware—  GO  acres 

1913/14 

1917/13 

1918/19 

74  10  0 
74  10  0 
74  10  0 

79  0 0 
79  0 0 
79  0 0 

I I i 

4 15  4 
18  13  6 
22  7 0 

0 17  10 
19  15  0 
23  14  0 

117  2 
12  0 0 

St.  Quiutin's,  Wotting  Hill— 22^  acres  | 

1913/14 

1917/18 

1918/19 

78  0 0 
78  0 0 
78  0 0 

79  0 0 
79  0 0 
79  0 0 

i I I 

4 17  6 
19  10  0 
23  8 0 

1 12  6 
19  15  0 
23  14  0 

6 5 2 
27  16  8 
23  14  0 

Prince  George's,  RaynesPark—  50  acres  j 

1913/14 

1917/18 

1918/19 

178  0 0 
114  0 0 
178  0 0 

178  0 0 
114  0 0 
220  0 0 

98  0 0 
98  0 0 
98  0 0 

9 I 9 
25  0 0* 
30  0 0* 

3 9 1 
f 28  10  0 
(34  4 0 

36  15  0 

= H 

Magdalen,  Earlsficld— 8J  acres  ...  j 

1913/14 

1915/16 

1916/17 

81  0 0 
81  0 0 
81  0 0 

81  0 0 
81  0 0 
81  0 0 

40  0 0 
40  0 0 
40  0 0 

4 1 8 
10  10  0 
20  0 0 

1 11  6 
12  3 0 
20  0 0 

14  10  Of 

15  3 4+ 
7 6 8f 

The  Goldsmiths’, Mottiugham — 39  acres-! 

1913/14 

1917/18 

1918/19 

312  0 0 
78  0 0 
78  0 0 

312  0 0 
78  0 0 
78  0 0 

250  0 0 
68  10  0 
68  10  0 

17  1 3 
17  1 3 
20  10  9 

6 10  0 
19  10  0 
23  8 0 

79  3 4 

14  2 6 

15  12  0 

* Excess  bonus  by  tenant.  J Borne  by  tenant.  t This  Field  was  givtn  up  in  1917. 


[This  concludes  the  evidencc-in-chief  of  Mr.  Hall  HaW.] 


Evidence-in-chief  of  Mu.  C.  E.  Clift,  on  behalf  of  the  Manchester  and  Salford  Playing  Fields  Society. 


22.859.  (1)  This  Society  was  formed  in  1907.  It  has 
as  objects : — 

(a)  To  increase  the  existing  supply  of  public  and 

private  playing  fields  and  other  open 
spaces,  and  particularly  to  purchase,  take 
on  lease,  or  otherwise  to  acquire  land  suit- 
able for  this  purpose. 

( b ) To  arrange  for  the  use  of  such  playing  fields 

by  clubs  and  others,  either  gratuitously  or 
otherwise,  as  may  from  time  to  time  be 
deemed  advisable. 

(c)  To  endeavour  to  influence  public  and  private 

bodies,  with  a view  to  the  provision  of  suffi- 
cient playing  fields  to  meet  the  require- 
ments of  the  various  districts. 

22.860.  (2)  The  Society’s  practice  is  to  let  pitches 
for  the  season  for  football,  hockey  and  cricket  to  clubs 
consisting  of  working  boys  and  girls,  which,  although 
not  able  to  give  the  high  rent  necessarily  demanded 
by  persons  who  let  for  profit,  can  yet  pay  a moderate 
charge  and  thus  reduce  the  competition  for  the  limited 
space  available  in  the  public  parks  and  open  spaces 
and  so  leave  them  free  for  the  poorest  players. 

22.861.  (3)  The  Society  has  acuired  the  freehold 
of  four  fields,  comprising  93  acres  or  thereabouts,  and 
in  addition,  has  the  free  use  of  a small  ground  of  2 
acres.  Part  of  the  purchase  moneys  has  remained  on 
mortgage.  There  are  practically  no  management  ex- 
penses entailed  in  conducting  the  affairs  of  the 
Society,  as  all  services  are  rendered  free.  In  spite 
of  this,  owing  to  the  heavy  item  of  interest  on  mort- 
gages, there  lias  always  been  an  annual  loss  by  the 
Society  as  the  rents  paid  by  the  players  are  only  just 
about  sufficient  to  pay  the  cost  of  the  upkeep  of  the 
grounds. 

22.862.  (4)  A copy  of  the  Annual  Report  for  1918 
is  handed  in,  as  is  also  a fuller  report  for  the  year 
1913;*  a statement  of  the  Income  Tax  and  rates  on 
the  Society’s  fields  is  also  handed  in.  (.See  Annexe  I.) 

It  should  be  explained  that  the  Society  does  not 
actually  let  portions  of  its  fields  to  individual  clubs, 
but  merely  gives  them  permission,  or  in  legal  lan- 


guage, “ licenses  ” them  to  play  games  on  a specified 
portion  of  one  of  its  fields.  The  importance  of  this 
point  is  that,  if  it  let  the  laud  and  applied  the  rents 
received  for  the  purposes  of  the  Society  (which  are 
admittedly  charitable  purposes),  it  would  be  entitled 
to  reclaim  the  Income  Tax  deducted  by  the  tenants 
on  paying  their  rents,  but  the  Society  is,  in  fact, 
treated  as  if  the  Society  itself  occupied  its  fields,  and 
hence  it  becomes  liable  to  pay  Income  Tax  under  Sche- 
dule A by  virtue  of  the  anomalous  rule  that  the  land 
and  buildings  of  a charity,  when  let  to  third  parties, 
are  free  from  Income  Tax,  but  are  subject  to  Income 
Tax  if  occupied  by  the  charity  for  its  own  purposes. 

22,863.  (5)  The  Society  has  really  two  objections  to 
the  present  system  of  Income  Tax:  — 

(1)  That  charities  are  liable  to  pay  Income  Tax 

under  Schedule  A on  land  and  buildings 
occupied  for  theifl  own  purposes.  This 
charity  is  specially  hard  hit  by  this  rule, 
because  all  its  funds  are  invested  in  lands 
owned,  and  for  Income  Tax  purposes  occu- 
pied by  the  Society. 

(2)  That  the  charity  has  to  pay  Income  Tax  under 

Schedule  B.  This  is  a tax  payable  by  the 
occupier  of  land  on  the  profits  derived,  or 
which  could  he  derived,  from  its  use.  It 
seems  unfair  that  charities  of  this  nature 
should  be  liable  to  Income  Tax  on  income 
which  they  voluntarily  forgo  in  carrying 
out  the  charitable  objects  for  which  they 
are  constituted,  while  charities  which  derive 
their  income  from  investments  are  exempt. 
It  is  only  fair  to  add  that  at  present  the 
Society’s  lands  are  so  heavily  mortgaged 
that  in  practice  it  recovers  the  tax  that  it 
pays  by  deducting  it  from  the  mortgage 
interest,  but  this  practical  exemption  will 
shortly  cease  to  exist,  as  the  Society  has 
been  promised  handsome  donations  which 
will  enable  it  to  pay  off  the  bulk,  if  not  the 
whole,  of  its  mortgage  debt. 

22,864.  (6)  Finally,  this  Society  fee’s  that  it  stands 
on  a totally  different  footing  from  private  sports  clubs, 
and  that  it  is  doing  a very  necessary  public  work  in 
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the  cheapest  and  most  advantageous  way  for  the  boys 
and  girls  of  the  city,  that  it  may  he  truly  styled  “'a 
charity  ’ and  that,  therefore,  it  should  be  entirely 
exempt  from  Income  Tax. 

It  has  never  been  the  aim  of  the  Society  to  make 
any  substantial  profit,  but  so  far  from  this,  its  opera- 
tions, as  pointed  out  above,  have  always  resulte.l  n a 
yearly  loss.  It  would  much  like  to  be  in  a position  to 
reduce  the  rentals  of  its  football  and  cricket  grounds 
rather  than  to  increase  them,  as  it  may  be  forced  to  do 
in  the  near  future  through  lack  of  funds. 


Annexe  I. 

Dear  Sirs, 

Manchester  and  Salford  Playing  Fields  Society. 

Herewith  we  send  a letter  which  gives  the  informa- 
tion you  require  regarding  the  rates  and  taxes  paid 
by  the  Society  in  the  year  1918-19. 

You  are,  no  doubt,  aware  that  in  the  year  1919-20 
a reduction  has  been  made  in  the  rateable  value  of  the 
Melland  Fields  from  £83  5s.  to  £50,  and  there  will 
therefore  he  a consequent  reduction  in  the  amount  of 
rates,  and  probably  also  in  the  taxes 

You  are  also  aware  that  so  long  as  the  mortgages 
which  were  owing  on  the  31st  August,  1918,  remain 
unpaid,  the  Income  Tax  deduct  ble  from  the  interest 
payable  on  such  mortgages  will  slightly  exceed  the 
tax  payable  under  Schedule  A and  B of  the  Income 
Tax. 

The  position  set  forth  in  the  letter  enclosed  here- 
with is  therefore  that  which  will  exist  when  all  the 
mortgages  are  paid  off. 

Yours  faithfully, 

(Signed)  David  Smith,  Garnett  & Co., 
Chartered  Accountants. 


Taxes. 

£ s.  d. 

Melland  Fields.  Schedule  A.  87  10  0 
„ B.  100  0 0 

Pendleton  „ „ A.  40  0 0 

„ B.  40  0 0 

Christie  „ „ A.  22  15  0 

„ A.  4 12  0 

„ B.  26  0 0 

New  Cawley  Fields  „ A.  17  10  0 

„ B.  20  0 0 


Newton  Heath  „ „ B. 


£ s.  d.  £ „.  d. 

187  10  0 at  6s.  56  6 0 

80  0 0 „ 24  0 0 


The  rates  paid  by  the  Society  for  the  year  1918-19 
and  the  rateable  value  of  each  of  the  Fields  were  as 
follows  : — 


— 

Rateable  Value. 

Total  Ratos  Paid. 

Melland  Fields 

£ s.  d. 
83  5 0 

£ d. 

Pendleton  ,. 

38  (1  0 

Christie  „ 

4 10  0 

New  Cawley  Fields  .. 

21  15  0 

19  0 0 

Newton  Heath  Fields 

8 5 0 

4 17  7 

£174  15  0 

£81  12  10 

[This  concludes  the  evidence-in-chic f of  Mr.  Clift. ~\ 


22,86G.  Mr.  Kerly : You  represent  the  London 
Playing  Fields  Society? — (Mr.  Hull  Hall):  Yes. 

22.867.  Mr.  Clift,  who  comes  instead  of  Mr.  Mel- 
land, represents  the  Manchester  and  Salford  Playing 
Fields  Society? — Yes. 

22.868.  Lord  Colwyn,  who  is  not  here  to-day,  asked 
me  when  you  came,  Mr.  Clift,  to  express  his  personal 
appreciation  of  the  excellent  work  that  your  society 
has  done  in  Manchester  and  its  neighbourhood. — (Mr. 
Clift):  Thank  you,  sir. 

22.869.  We  have  all  carefully  considered  your  evi- 
dence. I do  not  think  you  need  trouble  to  inform 
U3  of  the  excellent  work  that  both  your  societies  are 


doing.  We  are  all  fully  alive  to  that,  as  we  have 
been  very  fully  alive  to  the  excellent  work  of  other 
charitable  institutions,  for  instance,  the  Lifeboat 
Institution,  whom  we  have  had  before  us,  raising 
really  very  much  the  same  questions,  or  very  eloselv 
analogous  questions.  The  question  is  whether  you 
ought  to  be  relieved  from  Income  Tax,  which  is  prac- 
tically giving  you  a subvention  at  the  State  expense 
and,  if  so,  whether  that  can  be  done  without  intro- 
ducing other  claimants  with  whose  activities  we  may 
not  be  so  much  in  sympathy.  That  is  the  trouble  of 
the  position?—  (Mr.  Hall  Hall)  : I do  not  know  if  you 
want  to  go  through  my  evidence-in-chief. 

22.870.  No,  wo  take  it  as  read;  we  have  already 
read  it,  and  vou  will  now  be  asked  questions  upon  it. 

22.871.  Mr.  Maiks:  You  say  in  paragraph  19: 
“sports  grounds  used  to  provide  an  income  for  the 
occupiers  are  let  off  lightly,  and  the  proceeds  of  gate 
money  must  in  some  cases  be  very  large,  and  the 
profits  of  gate-money  grounds  far  in  excess  of  the 
assessed  annual  value.”  Are  not  those  sports 
grounds  which  yield  an  income  from  gate  money 
assessed  under  Schedule  D ?— I do  not  know. 

22.872.  Why  I ask  you  is  this,  because  many  years 
ago,  when  I was  playing  football  myself,  we  used  to 
make  profit  on  the  gate  money  as  a club? — Yes. 

22.873.  My  recollection  is,  although  I cannot  be 
perfectly  certain  of  it,  that  we  were  assessed  on  the 
net  profits  under  Schedule  D? — I am  afraid  that  is 
a thing  I cannot  answer.  My  Society  do  not  charge 
gate  money,  and  they  are  not  assessed  under  Schedule 
D ; they  do  not  make  profits. 

22.874.  If  these  companies — they  generally  are 
companies — were  assessed  under  Schedule  D,  they 
would  pay  an  adequate  Income  Tax,  and  that  would 
rather  knock  the  bottom  out  of  your  contention, 
would  it  not? — I do  not  think  it  would  knock  the 
bottom  out  of  my  contention,  but  it  would  show  that 
the  Government  got  all  the  revenue  they  ought  to  get 
from  them. 

22.875.  There  is  no  comparison  between  your  posi- 
tion and  that  of  the  companies  or  other  persons  who 
own  a gate-money  concern? — If  they  are  charged 
under  Schedule  D,  no,  I suppose  not. 

22.876.  Sir  E.  Nott-Bower : With  regard  to  the 
question  that  has  just  been  put  to  you,  it  is  within 
my  knowledge,  and  I have  made  inquiry,  and  I think 
you  may  take  it  that  those  sports  grounds  where  large 
amounts  of  gate  money  are  received  have  assessments 
made  supplementary  to  the  assessments  under 
Schedule  A? — Yes. 

22.877.  Your  sufferings  need  not  be  added  to  by 
any  reflection  that  they  do  not  pay  the  full  amount; 
but  it  does  not  knock  the  bottom  out  of  your  case, 
because  your  grievance  is  that  you  are  assessed 
although  you  do  not  make  any  profits  ? — That  is  so. 

22.878.  Mr.  Marks : I did  not  mean  that  it 

knocked  the  bottom  out  of  their  case. 

22.879.  Sir  E.  Nott-Bower:  Out  of  that  para- 
graph?— They  are  let  off  lightly  for  Income  Tax 
under  these  Schedules.  Of  course,  Income  Tax 
under  all  the  Schedules  is  Income  Tax,  whether  A, 
B,  D,  or  E. 

22.880.  I think  where  those  large  amounts  of  gate 
money  are  received  the  Inland  Revenue  are  quite 
aware  of  it,  and  get  their  due.  Have  you  any  in- 
vested funds? — No,  except  that  at  the  present 
moment  we  have  an  investment  in  War  Loan  of  some 
money  which  was  received  in  May  and  will  have  to 
be  spent  at  the  end  of  November.  Rather  than  leave 
it  on  deposit  at  the  bank  for  six  months  we  invested 
it  in  War  Loan;  it  is  £2,000,  I think,  but  that  is 
merely  temporary. 

22.881 . Does  vour  Society  have  investments,  Mr. 
Clift? — (Mr.  Clift):  No;  the  Manchester  Society  lias 
not. 
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22  882  You  rest  your  case  here  on  an  anomaly  or 
an  inconsistency;  I did  not  know  whether  you  were 
a complete  exhibition  of  the  anomaly  yourself  P— (Mr. 
Sail  Sail)  : Yes. 


22  883.  That  is  that  there  are  such  institutions  as 
the  National  Lifeboat  Institution,  which  the  Chair- 
man has  mentioned,  that  have  large  investments,  and 
who  are  entitled  to  exemption  in  respect  of  the  in- 
vestments, hut  are  not  allowed  exemption  in  respect 
of  the  property  which  they  occupy  for  the  purpose  of 
the  charity.  I think  it  must  be  admitted  that  it  is 
anomalous,  and  that  anomaly  was  commented  upon 
bv  the  judges  in  the  Essex  Hall  case,  which  I see  is 
quoted  in  your  statement  here?— Yes.  I think  until 
the  Essex  Hall  case  there  was  no  case  in  England 
which  decided  the  point  whether  a charity  in  actual 
occupation  of  its  ground  was  subject  to  Schedule  A 
tax  or  not.  The  Essex  Hall  case  decided  that  a 
charity  is  not  entitled  to  any  return  in  respect  of 
property  in  its  own  occupation. 

22.884.  I suppose  it  is  partly  because  these  charity 
exemptions  of  the  Income  Tax  Acts  were  put  in  and 
added  to  in  rather  a piecemeal  way? — Very  likely; 
and  the  judges  commented  on  it  as  to  the  extra- 
ordinary decision  they  were  obliged  to  come  to,  par- 
ticularly Lord  Justice  Buckley,  who  talked  of  it  even 
as  contrary  to  common  sense. 

22.885.  I am  inclined  to  think  that  t£e  scope  of 
some  of  the  exemptions  put  in  proved  ultimately  to 
be  much  wider  than  was  ever  expected  at  the  time. 
I daresay  you  know  that  there  was  a case  that  went 
up  to  the  House  of  Lords  some  20  or  30  years  ago,  the 
Pemsel  case,  which  really  for  the  first  time  estab- 
lished generally  what  had  not  been  admitted  before, 
that  the  term  “ charity  trustee  ” in  the  Income 
Tax  Acts  had  as  wide  a scope  as  the  meaning  which 
the  Court  of  Chancery  had  attached  to  it  when  it 
was  considering  whether  a gift  was  void  under  the 
Mortmain  Acts?— I think  the  decision  there  was 
that  the  word  “ charity  ” in  the  Income  Tax  Acts 
is  to  be  interpreted  in  exactly  the  same  way  as  in 
the  Charitable  Trusts  Acts. 


22.886.  Mr.  Kerly:  It  is  difficult  if  that  is  so  to 
understand  why  it  does  not  comprise  a playing  field? 
— Well,  it  does,  no  doubt,  but  that  only  affects 
Schedule  A,  the  owner’s  tax.  Schedule  B there  is  no 
exemption  for  at  all.  Any  charity  in  occupation  of 
its  own  land  under  the  present  law  as  laid  down  in 
the  Essex  Hall  case  has  no  exemption  whatever. 
Essex  Hall  had  only  to  do  with  Schedule  A. 

22.887.  Yes,  I beg  your  pardon;  I had  forgotten 
that  for  the  moment. 


22,888.  Sir  E.  Nott-Bower:  The  exemption  under 
Schedule  A is  not  complete,  because  you  are  not 
exempt  from  Schedule  A on  your  playing  fields?- 
Yes.  I think  we  are,  but  at  present  there  is  no  monev 
in  that,  so  we  have  not  tried  it;  but  we  have  dis- 
cussed it  with  the  Inland  Revenue.  You  see  it  comes 
to  this,  that  all  our  fields,  which  are  freehold  fields, 
and  are  subject  to  Schedule  A,  are  also  subject  to 
mortgages.  We  deduct  the  tax  from  the  mortgage 
interest,  and  the  Revenue  does  not  exact  from  the 
same  land  Income  Tax  both  on  the  mortgage  interest 
and  on  the  freehold. 


22.889.  If  you  have  an  amount  of  mortgage  interest 
sufficient  to  enable  you  to  deduct  the  whole  of  the 
Income  Tax  which  you  pay  under  Schedule  A,  your 
foot  is  not  pinched? — No,  but  when  the  mortgage  '•s 
paid  off,  as  we  hope  it  will  be.  it  will  become  a very 
severe  matter  with  us,  so  the  point  is  of  great  interest, 
to  the  Society,  although  at  present  of  no  money 
importance  this  year.  If  we  have  a legacy  and  can 
pay  off  the  mortgage,  we  should  have  to  get  put  on 
the  Inland  Revenue’s  list  of  exempted  charities.  T 
do  not  think  we  should  have  any  difficulty  in  doing 
it  under  the  present  law. 

22.890.  The  Essex  Hall  people  did  not  get  exemp- 
tion. did  they? — In  the  Essex  Hall  caso  they  had  land 
in  their  own  occupation. 


22.891.  Are  not  the  playing  fields  in  your  own 
occupation? — Yes. 

22.892.  However,  that  question  has  not  apparently 
arisen  yet;  it  is  only  Schedule  B? — Schedule  B is 
the  important  present  money  question  for  us,  but  we 
do  strongly  object  in  theory,  and  it  will  afterwards 
be  of  great  practical  importance  to  us  if  we  are  sub- 
ject to  Schedule  A. 

22.893.  You  represent  Manchester  and  Salford  Play- 
ing Fields,  Mr.  Clift?—  (Mr.  Clift ) : Yes. 

22.894.  Does  the  Schedule  A question  affect  you? — 
Yes,  I think  acutely  and  immediately,  although  we  do 
not  in  fact  pay  it  at  present.  We  recover  it  from  the 
deductions  on  mortgage  interest,  but  it  is  hoped  very 
shortly  to  pay  off  the  mortgages  on  those  fields  in 
order  that  we  may  let  the  fields  to  the  quite  poor 
boys  at  nominal  rentals.  The  result  will  be  that  we 
shall  immediately  have  to  pay  Schedule  A duty. 

22.895.  I am  afraid  that  does  not  help  me  very 
much.  You  are  not  in  a position  to  tell  me  yet 
whether  Somerset  House  would  give  you  relief  under 
Schedule  A in  respecFof  vour  playing  fields?— I fool 
quite  sure  that  they  would  not,  because  our  account- 
ants have  tried  to  get  it.  _ The  legal  position,  I think, 
is  stated  in  my  evidence-in-chief. 

22.896.  Would  not  they  be  in  the  same  position 
as  the  Essex  Hall  people  were?  Is  not  the  position 
this?  Under  Schedule  A there  is  a general  exemp- 
tion for  lands  and  profits  of  land  which  are  vested 
in  trustees  for  charitable  purposes,  and  which  are 
applied  to  charitable  purposes.  That  is  a general 
exemption;  if  you  receive  those  profits  of  lands  and 
apply  them  to  charitable  purposes  you  get  exemption? 
— Quite. 

22.897.  But  with  regard  to  property  in  the  occupa- 
tion of  a charity,  you  do  not  get  off  unless  you  come 
within  one  of  the  specific  cases  mentioned  in  Schedule 
A,  of  a university,  a hospital,  a public  school  or  alms- 
house, and  sundry  others ; but  there  is  no  general 
exemption  under  Schedule  A,  is  there,  for  property 
in  the  occupation  of  a charity? — No.  I suppose  it 
is  a question  of  definition  of  what  is  occupation. 
The  question  of  the  Lifeboat  Institution  is  analogous. 
Although  they  get  exemption  as  far  as  their  invest- 
ments are  concerned,  they  get  no  exemption  for 
property  which  they  occupy.  We  have  no  investments 
except  in  our  land. 

22.898.  It  is  because  they  are  not  a college,  uni- 
versity, almshouse  or  public  school,  nor  any  of  the 
specially  exempted  classes  under  Schedule  A? — No. 
I suppose  legally  we  do  not  occupy  the  land  for  our 
own  purposes.  I think  the  parallel  is  that  the  Life- 
boat people  do  not  occupy  their  life-boat  houses. 

22.899.  Sir  E.  Nott-Bower:  I think  that  is  the 
present  law.  It  does  seem  to  be  rather  anomalous, 
but  if  we  are  to  recommend  any  alteration  in  the  law 
I suppose  we  should  have  to  consider  not  only  the 
anomalies  in  the  present  law,  not  only  what  is  ex- 
empted now,  but  we  should  have  to  consider  whether 
we  should  recommend  an  extension  of  the  exemptions, 
or  a narrowing  of  them.  I believe  Mr.  Gladstone  in 
1863  wanted  to  repeal  the  charity  exemptions  alto- 
gether. May  I say  I have  complete  sympathy  with 
your  Society,  and  everyone  must  have  that ; it  is 
an  excellent  body;  but  whether  it  ought  to  be 
recognized  by  remission  of  taxation  is  another  ques- 
tion. You  think  that  the  Society  should  be  recog- 
nized as  existing  for  charitable  purposes  solely,  not- 
withstanding that  you  help  people  to  help  themselves? 

(Mr.  Sail  Sail)  : Yes,  I think  so.  It  is  a charity 

all  the  same.  For  instance,  the  London  County  Coun- 
cil can  charge  for  lawn  tennis  and  bowls,  and  do 
charge. 

22.900.  And  you  think  that  where  an  organisation 
is  recognized  as  a charity  it  should  be  allowed  to 
escape  tax  on  the  annual  value  of  the  premises  in 
its  own  occupation,  just  as  much  as  it  would  do  on  its 
invested  funds,  which  were  applied  for  that  purpose? 

Yes,  just  as  much  as  a hospital  is  exempt.  We 

claim,  of  course,  that  these  societies  relieve  the  hos- 
pitals by  keeping  people  in  health. 


27881 


1120 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


7 November,  1919.] 


Mr.  T.  Hall  Hall  and  Mr.  C.  E.  Clift. 


[ Continued . 


22.901.  The  hospital  is  not  only  exempt  on  the 
interest  of  its  invested  funds,  but  it  is  exempt  also 
on  its  hospital  buildings? — Yes. 

22.902.  By  specific  enactment? — -Yes.  Our  fields 

clear  the  hospitals  by  keeping  people  in  health: 
that  is  our  point.  We  are  just  as  much  entitled  as 
the  hospitals. 

22.903.  Then  further  than  that,  you  think  anyhow 
they  should  not  be  assessed  under  Schedule  B on  the 
value  of  the  lands  which  are  so  used  as  to  produce 
no  profit? — Yes. 

22.904.  With  regard  to  that  third  point,  I may 
say  that  is  rather  a general  point,  and  a great  many 
people  besides  yourselves  are  interested  in  it.  We 
have  had  a good  deal  of  evidence  from  people  who 
are  dissatisfied  with  the  provisions  of  the  Income  Tax 
Act  under  which  duty  is  chargeable  under  Schedule 
B in  respect  of  amenity  land.  It  might  be  amenity 
value  for  sporting  or  for  gardens  or  pleasure  grounds, 
or  various  other  purposes? — Those,  I suppose,  are 
all  for  individual  benefit. 

22.905.  Yes? — You  have  got  an  individual  taxpayer 
there,  but  in  our  case  they  are  working  men  who 
are  not  Income  Tax  payers. 

22.906.  Probably  most  of  them  are  not — I do  not 
know,  I am  sure,  in  these  days? — Probably  most  of 
them  are  not ; but  perhaps  more  ought  to  be  than  are. 

22.907.  You  complain  of  over-assessment.  I do  not 
quite  see  how  this  Commission  can  deal  with  that, 
because  that  is  a question  to  be  settled  on  appeal 
before  the  proper  authorities? — Our  contention  is 
that  the  provisions  of  the  law  are  not  satisfactory  in 
that  respect.  They  want  amending  so  ns  to  secure 
proper  assessments.  For  instance,  as  I read  the  law 
there  is  one  assessment  to  be  made  for  all  purposes. 
A and  B,  but  as  a matter  of  fact  some  of  the 
authorities  make  quite  a different  assessment  for 
Schedule  B from  what  they  do  for  Schedule  A.  It 
is  very  difficult  indeed  for  an  individual  to  challenge 
the  assessment,  and  it  rather  “ heads  I win  tails 
you  lose,’-  in  suing  the  Government.  We  want  some 
effective  means  of  assessment  provided,  and  not  too 
expensive  means  of  appeal. 

22.908.  With  regard  to  the  difference  between 
Schedule  A and  Schedule  B,  I think  a little  inquiry 
might  possibly  enlighten  you  on  the  matter.  I dare 
say  you  know  that  there  are  certain  deductions 
allowed  under  Schedule  A,  which  are  not  allowed 
under  Schedule  B? — Yes. 

22.909.  Is  it  not  to  be  accounted  for  in  that  way? 

No,  not  at  all.  For  instance,  take  the  Elms  Playing 
Field,  Walthamstow. 

22.910.  Is  that  in  your  printed  paper? — Yes.  The 
assessment  for  Schedule  A is  £317  10s.,  and  for 
Schedule  B it  is  £179.  Schedule  B was  altered  with- 
out Schedule  A being  altered.  It  is  nothing  to  do 
with  the  deduction  of  one-eighth  under  Schedule  A 
Again,  take  Prince  George’s  Playing  Field,  Ravnes 
Park ; they  assessed  the  field  at  £178  under  Schedule 
A,  and  £220  under  Schedule  B,  £178  is  the  gross 
assessment.  The  sum  on  which  the  Schedule  A tax 
is  fixed  is  £155,  and  some  shillings. 

22.911.  Is  there  any  tithe  rent  charge  on  that  land? 
— No. 

22.912.  That  will  not  account  for  it,  then? No. 

22.913.  I dare  say  you  very  likely  know  that  when 
tithe  rent  charge  is  payable  on  land,  if  the  tithe 
owner  prefers  a direct  assessment  on  himself,  then 
the  land  owner’s  assessment  under  Schedule  A is 
reduced  by  a corresponding  amount?— Yes,  but  there 
is  no  tithe  here. 

22.914.  If  these  differences  are  entirely  un- 
aucnorized,  surely  the  proper  way  of  dealing  with  the 
matter  would  be  by  way  of  appeal  ? — I think  probably 
we  shall  have  to  appeal,  but  an  appeal  is  a very  serious 
tax  in  itself,  even  if  we  win  it. 


22.915.  The  general  rule  of  law  is  that  the  annual 
value  charged  under  Schedule  A is  the  annual  valim 
charged  under  Schedule  B? — Yes. 

22.916.  And  the  discrepancies  are  due  to  the  fact 
not  merely  that  the  annual  value  charged  under 
these  Schedules  is  diverse,  but  certain  deductions  are 
charged  in  one  case  for  very  good  reasons  which  are 
not  allowed  in  the  other,  and  sometimes  the  Schedule 
A is  split  in  two?— Yes,  but  it  does  not  account  for 
that  Prince  George’s  case,  nor  for  that  at  The  Elms. 
The  difference  in  the  latter  case,  perhaps  I ought 
to  tell  you,  is  based  on  this,  that  the  land  is  subject 
to  a mortgage,  and  therefore  the  Schedule  A tax  is 
deductible  from  interest  paid  on  the  mortgage.  The 
mortgage  is  for  a large  amount,  and  is  being  paid 
off  by  annual  instalments,  so  that  the  interest  gets 
less  every  year.  The  local  Assessors  for  some  con- 
venience or  other  have  left  a very  high  assessment 
in  Schedule  A,  incorrect  in  point  of  law,  so  that  it 
shall  cover  the  mortgage  interest,  and  have  told  us 
— not  me,  personally,  but  I think  I can  speak  as 
being  Deputy  Chairman  of  the  Society;  they  have 
told  our  local  Secretary — that  they  will  reduce  it 
when  the  mortgage  interest  is  reduced;  which  is  a 
very  rule-of-thumb  method  of  procedure. 

22.917.  Still,  as  you  get  all  the  tax  back  from  the 
mortgagee,  you  are  not  damaged? — We  are  not 
damaged  there.  Moreover,  in  that  case  the  mort- 
gagees pay  us  a sum  which  covers  the  interest  to  pay 
themselves;  they  are  a oharity,  and  they  give  us  a 
good  donation. 

22.918.  Mr.  Kerly:  If  they  are  a charity  and  this 
is  an  investment,  they  do  not  have  to  pay  any  tax? — 
They  recover  it.  There  is  an  immense  amount  of 
machinery  set  in  motion,  and  after  waiting  a year 
it  all  comes  back  again. 

22.919.  When  the  wheel  is  turned  right  round  you 
find  that  the  axis  has  been  stationary? — Yes. 

22.920.  With  regard  to  those  assessments  under 
Schedule  B,  you  do  not  suggest  that  the  lands  you 
occupy  are  charged  more  than  one  half  the  rate  they 
would  be  if  used  for  agricultural  purposes  ? — Yes,  they 
are  charged  more. 

22.921.  They  are  charged  at  the  single  rent  value 
and  not  the  double  rent  value? — Yes.  We  took  that 
to  the  House  of  Commons  in  1918  and  got  a con- 
cession. 

22.922.  Apart  from  the  question  of  your  position 
as  a charity,  or  quasi-charity,  you  do  not  suggest, 
and  it  is  not  necessary  that  you  should,  that  all  lands 
usually  called  amenity  lands  which  are  occupied  but 
which  produce  no  rental  should  pay  no  tax  ? — No,  I do 
not  argue  that  at  all.  I can  only  argue  for  the 
Society,  which  is  a charity,  and  is  doing  a public 
work,  and  which,  I may  point  out,  is  doing  public 
work  at  no  cost  to  the  public,  whereas  if  it  is  vested 
in  local  authorities  they  take  a good  deal  of  public 
money  in  keeping  them  up. 

22.923.  You  base  yourself  on  the  fact  that  you  are 
a charity? — Yes. 

22.924.  You  do  not  go  beyond  that  for  this  purpose? 
— No.  Not  for  the  Society,  but  in  general,  I think 
some  attention  ought  to  be  paid  to  small  private 
cricket  clubs  on  the  ground  of  the  great  public  value 
they  are  in  keeping  Londoners  and  townsmen  in 
health,  but  I do  not  officially  appear  for  anybody  but 
my  Society. 

22.925.  Sir  TV.  Trovier : Is  it  quite  clear  that  the 
playing  fields  are  devoted  to  those  people  who  are  not 
subject  to  Income  Tax?  I make  that  remark  because 
you  have  given  us  a very  interesting  report,  in  which 
there  are  some  very  pretty  pictures,  which  seem  to 
show  that  the  people  who  are  using  the  playing  fields 
have  a certain  extent  of  money.  If  you  look  at  those 
pictures,  you  see  the  people  in  flannels,  and  that  kind 
of_  thing.  They  all  seem  to  me  from  the  pictures  in 
your  book  to  be  people  who  do  pay  or  ought  to  pay 
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Income  Tax?— Those  were  pre-war  pictures,  and 
flannel  trousers  did  not  cost  much  before  the  war; 
the  very  poorest  boys  had  them. 

22  926.  You  are  quite  clear  that  the  people  for 
whom  you  cater  are  not  subject  to  Income  Tax? — 
Quite  clear.  I will  not  say  100  per  cent.,  because 
there  are  the  curates — but  perhaps  even  they  are 
not  subject  to  Income  Tax — and  there  are  people  in 
charge  of  settlements  and  so  on,  who  very  often  play 
with  the  boys. 

22  927.  I only  wanted  to  make  it  quite  clear ; I 
have*  every  sympathy  with  you? — I am  speaking 
broadly  there.  I may  say  that  the  Goldsmiths’  Com- 
pany, who  provide  the  field  for  us,  which  we  call  after 
their  name,  made  a very  great  point  that  the  fields 
are  only  to  be  used  for  the  very  poorest  classes, 
and  so  they  are. 

22.928.  You  have  answered  my  question.  You  are 
satisfied  that  it  is  only  the  people  who  do  not  pay 
Income  Tax.  Are  you  not  practically  asking,  as  is 
the  case  with  all  other  societies  like  yourself,  that 
the  Government  should  give  you  a contribution  of 
6s.  in  the  £ for  the  purpose  of  supporting  your 
Society  ? — I do  not  look  at  it  in  that  way  myself. 

22.929.  But  is  it  not  the  fact?— Until  I came  into 
this  room  I had  never  heard  it  suggested  before,  and 
it  is  a proposition  which  would  require  a good  deal 
of  consideration. 

22.930.  Perhaps  you  will  think  it  over,  and  I will 
leave  it  there? — I do  not  know  that  it  would  not 
work  out  in  this  way,  that  every  penny  left  to  a tax- 
payer is  a gift  by  the  Government,  to  look  at  the 
proposition  from  the  other  point  of  view. 

22.931.  Every  tax  remitted  by  the  Government  on 
property  of  this  kind,  which  you  let  to  other  people 
for  a rent  which  is  equivalent  to  the  assessment  is 
a contribution? — I quite  agree  that  if  a tax  is 
restricted,  it  would  bring  in  so  much  less. 

22.932.  I limit  my  observation  in  that  way  ? — Might 
I on  that  allude  to  what  was  said  by  the  judges  in 
the  House  of  Lords  in  the  case  of  the  Attorney-General 
against  the  London  County  Council,  which  is  no  doubt 
familiar  to  all  the  members  of  the  Commission?  Re- 
ported Law  Reports,  1901,  A.C.  36:  “Income  Tax, 
if  I may  be  permitted  to  say  so,  is  a tax  on  income; 
it  is  not  meant  to  be  anything  else.”  That  is  Lord 
Macnaghten.  Then  Lord  Davey  said : “ The  Income 
Tax  is  intended  to  be  a tax  upon  a person’s  income 
or  annual  profits,  and  although  (for  conceivable  and, 
no  doubt,  good  reasons)  it  is  imposed  in  respect  of 


the  annual  value  of  land,  that  arrangement  is  but 
the  means  or  machinery  devised  by  the  Legislature 
for  getting  at  the  profits.”  I want  to  make  the  point 
that  we  do  not  make  much  profit;  we  do  not  make 
money  anything  like  the  hypothetical  annual  value 
out  of  the  land,  and  therefore  we  are  assessed  not 
on  the  profits,  as  Lord  Davey  says  we  ought  to  be, 
but  on  a hypothetical  standard.  (Mr.  Clift) : May  I 
take  it,  from  the  fact  that  the  last  member  did  not 
address  similar  questions  to  me,  that  he  and  the  rest 
of  the  Commission  are  satisfied  from  the  pictures  in 
the  Manchester  report  that  those  using  the  fields  do 
not  pay  Income  Tax? 

22.933.  Mr.  Kerly : I think  Sir  Walter’s  question 
was  only  directed  to  getting  upon  the  minutes  a state- 
ment from  Mr.  Hall  Hall  on  a matter  which  he 
knows? — I should  like,  if  I might,  to  state  that  in 
the  case  of  the  Manchester  Fields,  they  are  used 
almost  entirely  by  boys  up  to  the  age  of  18  or  19. 

22.934.  I really  said  all  I had  to  say  in  opening, 
but,  logically,  I presume  you  agree  that  if  this  claim 
were  admitted  we  should  have  to  go  further  and 
exempt  working  men’s  clubs,  similar  village  institu- 
tions, and  a host  of  other  similar  things  from  Income 
Tax? — (Mr.  Sail  Sail):  I do  not  know  that;  I do 
not  think  I should  admit  that  myself.  For  instance, 
working  men’s  clubs,  to  a considerable  extent,  are 
drinking  places;  which  are  not  public  houses. 

22.935.  I did  not  mean  that;  I meant  clubs  which 
are  run  by  collective  funds  for  the  benefit  of  the 
working  people? — The  working  men’s  clubs  on  the 
form  of  their  rules  are  so,  although  in  practice  a 
great  many  of  them  are  merely  drinking  places. 

22.936.  Does  not  that  bring  us  up  against  one  of 
the  difficulties  of  the  position?  You  could  not  well 
frame  an  exemption,  not  treating  the  playing  fields 
as  a particular  form  of  charity,  but  containing  a 
logical  definition  of  a class  of  charitable  occupations 
to  be  exempted,  without  also  including  a working 
men’s  club,  which  is  formed  for  the  purpose  of  pro- 
viding means  of  recreation  for  working  men? — I used 
to  be  Assistant  Registrar  of  Friendly  Societies,  and 
as  such  had  a good  deal  to  do  with  working  men’s 
clubs,  and  they  are  institutions  for  the  benefit  of 
the  members ; they  are  not  charities  in  any  sense 
at  all. 

22.937.  You  are  saying  that  some  of  those  might 
be  distinguished  because  the  benefit  is  limited  to 
members,  but  not  necessarily  all — a village  reading 
room,  for  instance? — A village  reading  room  may  be 
a charity,  very  likely. 
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Present  : 

LORD  COLWYN  (in  the  Chair). 


Mr.  PRETYMAN. 

Sir  E.  E.  NOTT-BOWER. 

Sir  J.  S.  HARMOOD-BANNER. 
Sir  W.  TROWER. 

Mr.  HOLLAND-MARTIN. 

Mr.  BIRLEY. 

Mr.  WALKER  CLARK. 

Mr.  KERLY. 

Mrs.  KNOWLES. 


Mr.  McLINTOCK. 

Mr.  MANVILLE. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 

Professor  PIGOTJ. 

Dr.  STAMP. 

Mr.  SYNNOTT. 

Mr.  TROTTER. 


Mr.  A.  Binns,  Deputy  Chief  Inspector  of  Taxes,  called  and  examined. 


The  witness  handed  in  the  following  statements 
as  his  evidence-in-chief : — 


No.  1— THE  CONSTITUTION  AND  FUNCTIONS 
OF  THE  LOCAL  COMMISSIONERS  OF 
INCOME  TAX. 


22,938  (1)  During  the  course  of  the  proceedings 
before  the  Royal  Commission,  various  questions  have 
been  raised  and  suggestions  put  forward  with  regard 
to  the  constitution  and  functions  of  the  General°and 
Additional  Commissioners  of  Income  Tax. 

22.939.  (2)  In  the  following  paragraphs  it  is  pro- 
posed to  deal  briefly  with  the  matters  that-  have  been 
raised  and  to  submit  on  behalf  of  ihe  Board  of 
Inland  Revenue  certain  suggestions  for  the  con- 
sideration of  the  Royal  Commission. 

22.940.  (3)  The  references  throughout  +his  evidence 
are  to  the  Income  Tax  Act,  1918,  except  where  other- 
wise stated. 


Constitution  of  the  Local  Commissioners. 

22,941.  (4)  Sir  Thomas  Collins  has  already 
explained  to  the  Royal  Commission  (Questions  264- 
295)  that  the  General  Commissioners  for  each  Income 
Tax'  division  are,  as  a rule,  appointed  from  amongst 
the  Land  Tax  Commissioners  for  the  corresponding 
Land  Tax  division. 


Land  Tax  Commissioners. 

22.942.  (5)  Some  questions  were  asked  by  members 
of  the  Royal  Commission  with  regard  to  the  appoint- 
ment of  Land  Tax  Commissioners.  The  position  is 
that  these  Commissioners  are  appointed,  as  occasion 
requires,  by  special  Acts  of  Parliament  called  Land 
Tax  Commissioners’  Names  Acts,  which  are  usually, 
but  not  invariably,  passed  early  in  each  Parliament! 
The  last  such  Act  was  passed  in  1906. 

22.943.  (6)  The  procedure  adopted  is  as  follows. 

22.944.  (7)  Following  an  old  established  practice, 
the  Board  of  Inland  Revenue,  on  the  introduction 
into  Parliament  of  a Land  Tax  Commissioners’  Names 
Bill,  send  a circular  to  each  Clerk  to  Land  Tax 
Commissioners  suggesting  that  the  Land  Tax  Com- 
missioners for  his  Division  should  draw  up  and 
forward  to  the  Member  of  Parliament  for  the 
Division  a list  of  suitable  persons  to  act  as  Land 
Tax  Commissioners,  paying  due  regard  in  their 
selection  to  the  fact  that  one  of  the  most  important 
functions  of  Land  Tax  Commissioners  is  the  selection, 
from  amongst  their  body,  of  persons  to  act  as  General 
Commissioners  of  Income  Tax.  When  the  Bill  has 
passed  its  second  reading  in  the  House  of  Commons, 


a resolution  is  passed  ordering  that  Members  of 
Parliament  for  counties  and  boroughs  respectively 
shall  prepare  lists  of  the  names  of  Commissioners 
tor  executing  the  Land  Tax  Acts  in  their  respective 
counties  and  boroughs.  Thereupon,  if  the  Member 
Parliament  approves  of  the  list  sent  to  him  by 
the  Clerk  to  the  Land  Tax  Commissioners,  he  sivns 
it  and  delivers  it  to  the  Public  Bill  Office.  The  latter 
office  embodies  the  lists  so  received  in  a Schedule  to 
the  Bill  and  as  soon  as  the  Bill  has  been  passed  into 
law  the  Schedule  is  printed  in  the  London  Gazette. 

■ ^ Although  under  the  foregoing  procedure 

it  is  believed  that  Members  of  Parliament  usually  put 
forward  the  lists  of  names  as  received  by  them  from 
the  Land  Tax  Commissioners,  it  should  be  understood 
that  a Member  of  Parliament  has  absolute  discretion 
with  regard  to  accepting  or  rejecting  such  a list. 
He  may,  if  he  chooses,  strike  out  names  or  insert 
additional  names  or  make  out  a completely  fresh 

22,946.  (9)  Under  the  provisions  of  the  Land  Tax 
Commissioners’  Acts  of  1827  anti  1906,  all  Justices 
of  the  Peace  for  any  county  or  borough  are  con- 
stituted Land  Tax  Commissioners  within  their 
respective  counties  or  divisions.  It  follows,  therefore, 
that  the  body  of  Land  Tax  Commissioners  for  any 
county  or  “ place  of  exclusive  jurisdiction  ” consists 
of  (a)  persons  who  have  been  directly  appointed  to 
the  office  by  the  inclusion  of  their  names  in  a Land 
Tax  Commissioners’  Names  Act,  and  (h)  persons  who 
are  ex  officio  Commissioners  by  virtue  of  their  office 
of  Justice  of  the  Peace. 


General  Commissioners. 

22.947.  (10)  The  number  of  General  Commissioners 
appointed  to  act  for  any  division  is  normally  not  to 
exceed  seven  or  be  less  than  three.  The  Board  of 
Inland  Revenue  may,  however,  if  they  think  fit, 
authorize  an  increase  to  any  number  not  exceeding 
fourteen  in  each  case  respectively.  (Sec.  59  (3). ) 
Two  Commissioners  form  a quorum.  (Sec.  230  (2).) 

22.948.  (11)  When,  in  any  Income  Tax  division, 
the  list  of  persons  to  supply  vacancies  needs  to  be 
replenished,  a notification  to  that  effect  should  be 
sent  to  the  Board  of  Inland  Revenue  by  the  Clerk 
to  the  General  Commissioners.  (Sec.  59  (6).)  The 
Board,  by  notice  in  the  London  Gazette,  then  convene 
a meeting  of  the  Land  Tax  Commissioners  for  the 
county  to  which  the  division  belongs,  a separate 
notice  of  such  meeting  being  sent  by  the  Clerk  to  the 
Land  Tax  Commissioners  to  each  of  the  Land  Tax 
Commissioners  for  the  corresponding  Land  Tax 
division.  At  this  meeting,  the  Land  Tux  Com- 
missioners choose  from  amongst  their  number  persons 
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who  are  believed  to  possess  the  prescribed  property 
qualification  ( see  paragraph  13)  and  who  are  con- 
sidered to  be  proper  persons  to  act  as  General  Com- 
missioners of  Income  Tax. 

22.949.  (12)  Vacancies  occurring  amongst  the 
General  Commissioners  for  the  division  are  to  be 
filled  by  the  acting  General  Commissioners  from 
amongst  the  persons  who  have  been  so  chosen  by  the 
Land  Tax  Commissioners.  (Sec.  59  (2).)  There  is, 
however,  a provision  that  if,  when  vacancies  occur, 
the  list  for  supplying  vacancies  is  defective,  so  that 
the  due  number  of  Commissioners  cannot  be  supplied 
from  it,  the  list  may  be  completed  by  the  acting 
General  Commissioners  for  the  division  where  the 
failure  has  happened.  (Sec.  59  (8).) 

22.950.  (13)  The  property  qualification  prescribed 
in  the  case  of  General  Commissioners  appointed  to 
act  for  county  divisions  in  England  is  the  possession 
of  real  or  personal  estate  producing  not  less  than 
£200  per  annum.  In  certain  “ City  ” divisions  in 
England,  and  in  all  divisions  in  Wales  and  Scotland, 
the  qualification  is  on  a lower  scale.  (Sec.  65  (1) 
and  Third  Schedule.) 

Additional  Commissioners. 

22.951.  (14)  Additional  Commissioners  of  Income 
Tax  are  appointed  by  the  General  Commissioners  for 
each  division  from  amongst  suitable  residents  in  the 
division  who  possess  the  prescribed  property  quali- 
fication. (Sec.  61.)  The  latter  is  one-half  of  that 
required  of  a General  Commissioner.  (Sec.  65  (2).) 

If  the  General  Commissioners  think  fit  they  may 
appoint  certain  of  their  own  number  to  act  as 
Additional  Commissioners,  but  in  such  cases  the 
Commissioners  by  whom  assessments  are  made  are 
precluded  from  hearing  appeals  relating  to  such 
assessments.  (Sec.  61  (3).) 

22.952.  (15)  No  limit  is  placed  upon  the  number 

of  Additional  Commissioners  to  be  appointed  for  each 
division,  the  General  Commissioners  being  empowered 
to  appoint  such  number  as  in  their  discretion  they 
consider  requisite,  having  regard  to  the  size  and 
character  of  the  division.  (Sec.  61  (2).)  Two 

Commissioners  form  a quorum.  (Sec.  62  (5).) 

Functions  of  the  Local  Commissioners. 

General  Commissioners. 

22.953.  (16)  The  statutory  functions  of  the  General 
Commissioners  may  be  divided  into  two  classes:  — 

First. — Administrative  functions,  e.g.,  the 
appointment  of  Additional  Commissioners, 
Assessors,  and  Collectors;  the  general  oversight 
of  the  work  allotted  to  the  persons  so  appointed ; 
the  signing  and  allowing  of  the  assessments  and 
Collectors’  duplicates  under  Schedules  A,  13,  D, 
and  E ; the  allowance  of  claims  of  relief ; and  the 
signing  of  such  formal  documents  as  Charge 
Duplicates  and  Schedules  of  Discharge  and 
Default. 

Second. — Judicial  functions,  namely,  the 
hearing  of  appeals,  the  stating  of  cases  for  the 
opinion  of  the  High  Court  where  so  required, 
and  the  imposition  of  penalties  in  certain  cases. 

22.954.  (17)  The  present  position,  as  it  exists  in 
actual  practice,  has  been  fully  explained  by  Sir 
Thomas  Collins  in  his  Memorandum  on  the  functions 
of  Surveyors  of  Taxes.  (See  Appendix  No.  4.) 

22.955.  (18)  With  regard  to  the  administrative 
functions  of  the  General  Commissioners  it  may  be 
said,  speaking  generally,  that  the  passage  of  time  has 
witnessed  an  increasing  tendency  for  these  functions 
(with  the  exception  of  those  relating  to  the  appoint- 
ment of  their  local  officials)  either  to  fall  practically 
into  abeyance,  as  in  the  case  of  the  allowance  of  re- 
payment claims,  or  to  become  more  and  more  of  a 
formality,  as  in  the  case  of  the  signing  and  allowing 
of  the  assessment  books  and  Collectors’  duplicates. 

22.956.  (19)  With  regard  to  the  Commissioners’ 
judicial  functions,  on  the  other  hand,  although  the 
great  majority  of  appeals  are  now  adjusted  by  the 
Surveyor  in  agreement  with  the  taxpayer,  the  agreed 


settlements  being  laid  before  ihe  General  Commis- 
sioners for  their  formal  approval,  the  position  is  that 
an  important  minority  of  appeals  do  actually  pome 
before  the  General  Commissioners  for  their  determin- 
ation, and  that  the  latter  therefore  still  continue 
actively  to  discharge  their  judicial  functions. 

22.957.  (20)  In  view  of  the  enormous  expansion  that 
has  occurred  in  the  volume  and  complexity  of  the  work 
of  raising  the  tax  since  the  existing  law  was  framed, 
this  result  has  been  inevitable.  The  everyday  work- 
ing of  the  tax  is  now  a task  of  such  magnitude  as  to 
absorb  the  continuous  services  of  a large  body  of 
specially  trained  civil  servants,  and  in  the  nature  of 
the  case  many  functions  which,  when  the  tax  was 
first  imposed,  were  naturally  and  properly  entrusted 
to  local  bodies  of  Commissioners,  have,  in  practice, 
fallen  upon  the  State  officials. 

Additional  Commissioners. 

22.958.  (21)  The  statutory  fuuctions  of  the  Addi- 
tional Commissioners  are  purely  executive,  and  con- 
sist, broadly,  in  considering  taxpayers’  returns  of 
profits  under  Schedule  D and  iu  making  assessments 
upon  all  persons  chargeable  under  that  Schedule 
within  their  division,  whether  such  persons  have  made 
returns  or  not. 

22.959.  (22)  No  less  than  in  the  case  of  the  General 
Commissioners,  and  from  much  the  same  causes,  the 
passage  of  time  has  brought  about  a great  difference 
between  the  nominal  and  the  actual  functions  of  the 
Additional  Commissioners.  In  many  thousands  of 
cases  taxpayers  (including  the  most  important  con- 
cerns in  the  country)  now  furnish  annually  trading 
and  profit  and  loss  accounts  and  balance  sheets,  the 
detailed  investigation  of  which  involves  an  expert 
knowledge  both  of  Income  Tax  law  and  of  account- 
ancy. It  is  obvious  that  bodies  of  Commissioners 
meeting  only  at  intervals  are  not  in  a position  to 
undertake  large  amounts  of  work  of  this  character, 
and,  in  practice,  the  whole  of  the  work  of  investigat- 
ing a taxpayer’s  return  and  of  computing  his  liability 
from  his  business  accounts  has  devolved  upon  the 
Surveyor  for  the  district. 

In  another  class  of  case,  namely,  that  of  employ- 
ments, the  need  for  the  intervention  of  Additional 
Commissioners  has  ceased  to  exist  owing  to  the  intro- 
duction in  1907  of  a provision  requiring  employers  to 
make  returns  of  the  salaries,  &c.,  paid  to  their  liable 
employees. 

The  result  is  that,  as  a rule,  the  Additional  Com- 
missioners confine  themselves  to  the  consideration  of 
important  cases  brought  to  their  notice  by  the  Pur- 
veyor where  satisfactory  information  has  not  been 
supplied  to  him,  or  where  their  own  personal  know- 
ledge may  be  of  special  service  in  estimating  liabilities. 

Review  of  certain  criticisms  and  suggestions 

WHICH  HAVE  BEEN  PUT  BEFORE  THE  ROYAL  COMMISSION. 

22.960.  (23)  In  the  circumstances  indicated  in 
paragraphs  18  to  22  it  has  been  evident  for  some 
years  past  that  in  order  to  bring  the  existing  legal 
framework  of  the  system  of  Income  Tax  administra- 
tion into  harmony  with  modern  conditions  a re- 
adjustment would  become  essential. 

22.961.  (24)  Certain  witnesses  who  have  appeared 
before  the  Royal  Commission  have  proposed  that  the 
General  Commissioners  should  be  abolished  and  their 
place  taken  either  by  the  Special  Commissioners  or  by 
some  corresponding  body.  [Cash,  8280  (with  reserva- 
tions), Rayner,  8842.] 

22.962.  (25)  The  Board  of  Inland  Revenue  are  un- 
able’ to  associate  themselves  with  this  suggestion. 
Their  view  (which  was  indicated  by  Sir  Thomas 
Collins  at  the  beginning  of  the  proceedings  of  the 
Roval  Commission,  and  to  wh’ch  they  still  adhere) 
is  that  the  General  Commissioners  not  only  form  a 
useful  and  convenient  appellate  body  and  one  that 
is  acceptable  to  a large  number  of  taxpayers,  but  are 
also  exceptionally  qualified  by  reason  of  their  per- 
sonal standing  and  local  knowledge  to  act  in  that 
capacity.  It  will  be  remembered  in  this  connection 
that  any  appellant  who  desires  to  have  his  case  heard 
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by  an  expert  body  of  Commissioners  has  the  option 
of  appealing  to  the  Special  Commissioners. 

22.963.  (26)  Further,  in  the  opinion  of  the  Board 
of  Inland  Revenue,  the  abolition  of  the  General  Com- 
missioners would  militate  seriously  against  the  prin- 
ciple of  decentralization  upon  which  the  successful 
working  of  the  Inoome  Tax  has  hitherto  depended  to 
no  inconsiderable  extent.  At  present  the  work  of 
hearing  appeals  goes  on  practically  simultaneously  in 
some  hundreds  of  divisions  throughout  the  country. 
If  the  General  Commissioners  were  abolished,  the 
speed  of  the  Income  Tax  machine  would  almost  cer- 
tainly be  diminished,  since,  unless  a very  large  in- 
crease were  made  in  the  personnel  of  the  Special 
Commissioners  (or  whatever  central  appeal  tribunal 
might  be  set  up)  it  would  not  be  practicable  for  the 
various  panels  to  cope  with  appeals  with  the  celerity 
attained  under  the  existing  system. 

22.964.  (27)  It  has  also  been  suggested  that  the 
Additional  Commissioners  should  be  abolished. 
(Webb,  < 11/ ; Rayner,  8842.)  This  again  is  a sug- 
gestion which  the  Board  of  Inland  Revenue  are  un- 
abie  to  support.  In  their  view  it  is  desirable  that 
the  local  knowledge  of  the  bodies  of  Additional  Com- 
missioners throughout  the  country  should  continue  to 
be  utilised,  though  it  may  be  that  improvements  can 
be  made  in  the  actual  machinery  which  will  help  to 
bring  the  procedure  into  greater  accord  with  present- 
day  conditions. 


22,96o.  (28)  Other  witnesses  have  suggested  that  the 
functions  of  the  General  Commissioners  should  be 
limited  to  those  of  acting  as  an  appeal  tribunal 
[Ereaut,  4/85,  4787,  4788,  4893  (by  inference);  Webb, 
7115],  and  that  the  functions  of  Additional  Commis- 
sioners  should  be  limited  to  those  of  making  the 
Schedule  D assessments  on  profits  arising  from  trades 
and  professions  (Ereaut,  4788).  These  suggestions,  in 
the  opinion  of  the  Board  of  Inland  Revenue,  have 
much  to  commend  them. 


22.966.  (29)  On  the  question  of  the  constitution  of 
the  General  Commissioners,  certain  witnesses  have  by 
inference  adversely  criticized  the  existing  method  of 
appointment  as  resulting  either  in  a body  not 
thoroughly  representative  of  the  different  classes  of 
taxpayers,  e.g.,  the  wage-earning  class,  or  in  a body 
which  does  not  include  one  or  more  persons  chosen 
specifically  on  the  ground  of  their  expert  knowledge, 
e.g.,  an  accountant.  (Parsons,  1555:  Webb,  6902- 
Lakin-Smith,  7710,  8187.) 

22.967.  (30)  The  view  of  the  Board  of  Inland 
Revenue  is  chat,  whilst  the  appeal  tribunal  should  be 
fully  representative  of  all  classes  of  taxpayers,  its 
members  should  be  selected  primarily  by  virtue  of 
their  high  character,  capacity  and  impartiality  and 
should  command  the  general  confidence  of  the  public. 

The  suggestions  which  follow  are  made  by  the 
Board  not  in  any  way  in  the  desire  to  derogato  from 
the  essential  functions  of  the  General  Commissioners 
and  the  Additional  Commissioners.  On  the  contrary, 
as  above  indicated,  the  Board  consider  that  these 
powers  should  be  continued  in  full  force  and  the  con- 
stitution of  the  Commissioners  should  be  so  far  re- 
modelled as  to  enable  these  powers  to  be  exercised 
under  the  most  favourable  conditions. 


as  an  appeal  tribunal;  and  that  they  should  continue 
to  appoint  their  own  Clerk,  to  state  T 

opinion  of  the  High  Court  where  so  required,  and 
to  deal  as  at  present  with  questions  of  penalties 

22,970.  (S3)  As  a consequence  of  this  change  it 
would  be  necessary  to  glue  formal  legal  sanction  to 
the  existing  actual  practice  under  which  the  Sur- 

nr^r+tff  eitller  ^Hows  from  the  assessment, 

oi  certifies  for  repayment,  claims  in  respect  of  all 
the  various  forms  of  relief  provided  by  the  Income 
Tax  Act  with  the  safeguard  to  the  taxpayer  that 
any  matter  of  dispute  between  the  Surveyor  and  the 
claimant  should  be  determined  by  the  General  or 
special  Commissioners  as  the  case  might  be. 

22,97L  (34)  With  regard  to  the  functions  of  the 
Additional  Commissioners,  the  Board  of  Inland 
Revenue  suggest  that  these  should  be  the  considering 
of  returns  and  the  making  of  assessments  in  respect 
of  all  income  assessable  under  Schedule  D,  with  the 
exception  of  income  derived  from  employments  and 
untaxed  interest.  The  assessments  in  respect  of 
employments  and  interest  should,  it  is  suggested,  he 
made  by  the  Surveyor. 

22,972.  (35)  With  regard  to  the  constitution  of  the 
General  Commissioners,  the  procedure  under  which 
Income  Tax  Commissioners  are  appointed  to  their 
office  through  the  medium  of  the  Land  Tax  Com- 
missioners is  an  anachronism  and  it  is  suggested 
that  an  amendment  of  the  law  in  this  respect  should 
be  no  longer  deferred. 


22,973.  (36)  The  provision  of  an  alternative  method 
of  appointment  which  would  command  universal 
approval  is  a difficult  and  perhaps  an  insoluble  prob- 
lem. In  putting  before  the  Royal  Commission  the 
following  tentative  proposals  the  Board  of  Inland 
Revenue  recognize  that  those  proposals  may  be 
susceptible  of  improvement  in  detail,  but  they  suggest 
that  in  broad-  outline  they  are  greatly  to  be  preferred 
to  the  existing  system. 

The  Board  propose  that  the  number  of  General 
Commissioners  for  each  division  should  be  twelve, 
with,  in  addition,  a list  of  six  Commissioners  to 
supply  vacancies,  and  that  these  Commissioners 
should  be  appointed  as  follows : — 


(a)  one-third  by  the  Crown  (possibly  acting 

through  the  Lord  Chancellor,  from  lists 
supplied  by  Lords  Lieutenant  of  Counties) ; 

(b)  one-third  by  the  magistrates  meeting  at 

Quarter  Sessions; 

(c)  one-third  by  the  local  authority  (e.g.,  County 

Councils  and  the  larger  City  and  Borough 
Councils) . 


It  is  also  suggested  that  vacancies  in  the  number 
of  Commissioners  should  be  filled  in  equal  proportions 
by  the  appointing  authorities  every  six  years.  If 
at  any  time  the  list  to  supply  vacancies'  should  become 
exhausted  and  the  number  of  acting  Commissioners 
should  fall  below  twelve,  the  acting  General  Com- 
missioners should  have  power  to  bring  the  number 
of  General  Commissioners  up  to  twelve  by  co-option. 

22,974.  (37)  The  persons  appointed  should  be  tax- 
payers who  are  either  resident  in  the  division  or 
who  carry  on  business  in  the  division. 


On  the  other  hand  the  Board  feel  that  as  part  of 
an  ordered  scheme  for  bringing  Income  Tax  adminis- 
tration into  lino  with  modern  conditions  and  with 
the  principles  of  business  organisation,  certain  subsi- 
diary duties,  the  local  performance  of  which  has  long 
ceased  to  have  practical  significance,  should  now  be 
otherwise  provided  for. 


SUGGESTED  MODIFICATIONS  OF  THE  EXISTING  SYSTEM. 

22.968.  (31)  To  a considerable  extent  the  present 
system  of  local  Income  Tax  administration  is  obsolete, 
and  its  future  efficiency  must  largely  depend  upon 
whether  it  is  practicable,  without  dislocating  the 
whole  organisation,  to  discard  the  parts  which  in  the 
course  of  time  have  ceased  to  be  practically  useful. 

22.969.  (32)  With  regard  to  the  functions  of  the 
General  Commissioners,  the  Board  of  Inland  Revenue 
suggest  that  those  Commissioners  should  act  solely 


22.975.  (38)  There  should),  it  is  suggested,  be  no 
property  qualification,  and  women  should  be  eligible 
for  appointment.  The  persons  appointed  should  hold 
their  office  normally  for  life  (subject,  of  course,  to 
disqualification  in  the  event  of  bankruptcy,  misde- 
meanour, &c.),  but  persons  ceasing  to  reside  or  to 
carry  on  business  in  the  division  should  ipso  facto 
cease  to  be  Commissioners,  as  should  also  Commis- 
sioners who  for  a period  of  two  years  attend  none  of 
the  meetings  to  which  they  have  been  summoned  and 
whose  absence  has  not  been  due  to  illness  or  other 
unavoidable  cause. 

22.976.  (39)  With  regard  to  the  Additional  Com- 
missioners, the  primary  requisite  in  their  case  is  the 
possession  of  local  knowledge  which  will  enable  them 
to  make  fair  estimates  of  profit  in  the  case  of  persons 
from  whom  satisfactory  evidence  of  their  true 
liability  is  not  forthcoming.  In  these  circumstances, 
the  Board  of  Inland  Revenue  suggest  that  the  Addi- 
tional Commissioners  should  continue  to  be  appointed 
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by  the  General  Commissioners.  As  in  the  case  of  the 
latter  Commissioners,  the  persons  appointed  should 
be  taxpayers  who  are  either  resident  in  the  division 
or  who  carry  on  business  in  the  division.  There 
should  be  no  property  qualification;  women  should 
be  eligible  for  appointment ; and  Commissioners 
ceasing  to  reside  or  to  carry  on  business  in  the 
division  should  ipso  facto  cease  to  hold  their  office. 
The  number  of  Commissioners  in  each  division  should 
be  twelve.  The  General  Commissioners  should,  as 
at  present,  have  the  power  of  dividing  the  Additional 
Commissioners  into  committees  to  deal  with  different 
portions  of  the  division,  where  such  a course  is  con- 
sidered necessary. 

22.977.  (40)  With  regard  to  the  period  of  appoint 
ment,  the  Board  of  Inland  Revenue  suggest  that  at 
the  end  of  each  period  of  four  years  one-third  of  the 
Additional  Commissioners  should  retire  in  rotation 
and  should  not  be  eligible  for  re-appointment.  The 
Board  make  this  suggestion  on  the  ground  that  it  is 
desirable  to  ensure  that  the  greatest  possible  benefit 
should  be  obtained  from  local  knowledge  of 
Additional  Commissioners.  After  a period  of  service 
of  some  years  the  usefulness  of  particular  Commis- 
sioners may  have  largely  diminished,  and  it  is  there- 
fore desirable  that  means  should  be  provided  for 
securing  a regular  infusion  of  new  members. 

22.978.  (41)  So  far  as  the  transitional  stage  is  con- 
cerned, the  Board  suggest  that  all  existing  General 
Commissioners  should  be  continued  in  office  and 
should  act  for  the  divisions  in  which  they  reside  or 
carry  on  business.  If  in  any  division  the  number 
of  General  Commissioners  is  found  to  be  less  than 
twelve  it  is  suggested  that  the  vacancies  should  be 
filled  in  approximately  equal  proportions  by  the 
several  persons  or  bodies  named  in  paragraph  36, 
who  should  also'  nominate  six  persons  to  be  Com- 
missioners to  supply  vacancies.  If,  in  any  division, 
the  number  of  Commissioners  is  found  to  exceed 
twelve,  the  whole  of  the  Commissioners  should  con- 
tinue to  act. 

22.979.  (42)  In  the  case  of  Additional  Commis- 
sioners, all  existing  Commissioners  should  be  likewise 
continued  in  office  and  any  deficiency  below  the 
authorized  number  of  twelve  should  be  filled  by  the 
General  Commissioners.  At  the  end  of  the  first 
period  of  four  years  the  four  Commissioners  to  retire 
should  be  chosen  by  lot  from  amongst  the  original 
Commissioners  and  the  same  procedure  should  be 
followed  at  the  end  of  each  succeeding  four-year 
period  until  the  whole  of  the  original  Commissioners 
have  retired.  The  newly  appointed  Commissioners 
would  then  retire  automatically  in  rotation. 

No.  II. —THE  POSITION  IN  THE  SCHEME  OF 
INCOME  TAX  ADMINISTRATION  OF  THE 
CLERKS  TO  LOCAL  COMMISSIONERS  OF 
TAXES. 

Introductory. 

22,980  (1)  The  Chief  Inspector  of  Taxes,  Sir 
Thomas  Collins,  has  already  explained  to  the  Royal 
Commission  (Questions  275-285)  the  system  of 
administration  under  which  a separate  body  of 
General  Commissioners  is  appointed  for  each  of  the 
divisions  into  which  the  counties  of  Great  Britain 
are  generally  divided  for  Inoome  Tax  purposes.  Each 
of  these  bodies  of  Commissioners  annually  appoints 
a salaried  Clerk  to  whom  various  duties  are  assigned 
by  Statute.  As  there  are  no  General  Commissioners 
in  Ireland,  no  Clerks  to  Commissioners  are  appointed 
in  that  country. 

22.981.  (2)  The  main  purpose  of  this  evidence  is:  — 
(a)  to  explain  the  functions  of  Clerks  to  Com- 
missioners as  prescribed  by  law ; 

(5)  to  examine  the  present  position  as  found  in 
actual  practice;  and 

(c)  to  suggest  for  the  consideration  of  the  Royal 
Commission  certain  modifications  which  in 
the  judgment  of  the  Board  of  Inland 
Revenue,  experience  has  shown  to  be 
desirable  in  the  public  interest. 

22.982.  (3)  The  references  throughout  this  evidence 
are  to  the  Income  Tax  Act  of  1918,  except  where 
otherwise  stated. 


Method  of  appointment,  number  and  remunera- 
tion of  Clerks  to  Commissioners. 

Method  of  appointment. 

22.983.  (4)  The  appointment  of  Clerk  to  Commis- 
sioners is  an  annual  one,  and  is  made  in  all  cases  by 
the  General  Commissioners,  (Sec.  66),  to  whom  alone 
the  Clerk  is  responsible.  No  professional  qualification 
is  prescribed  by  the  Act,  the  Commissioners  being 
simply  enjoined  to  elect  at  their  first  meeting  in  each 
year  “ a fit  person  ” to  be  their  Clerk  for  such  year. 
Once  appointed  for  a particular  year,  the  Clerk 
cannot  be  removed  from  his  office  during  that  year 
except  for  just  cause. 

22.984.  (5)  Although  the  appointment  is  an  annual 
one,  the  same  person  is  generally  continued  in  office 
from  year  to  year. 

22.985.  (6)  The  General  Commissioners  are  em- 
powered, where  they  consider  it  necessary,  to  elect 
another  “ fit  person”  to  act  as  assistant  to  the  per- 
son apppinted  as  Clerk.  (Sec.  66  (2).) 

22.986.  (7)  Either  the  Clerk  or  his  Assistant  is  also 
appointed  Clerk  to  the  Additional  Commissioners  for 
the  Division.  (Sec.  66  (3).) 

22.987.  (8)  Every  Clerk  or  Assistant  Clerk  is 
required  under  a penalty  of  £100  to  make  a declara- 
tion of  secrecy  before  he  begins  to  act  in  relation  to 
tax  assessed  under  Schedule  D.  (Sec.  89.) 

22.988.  (9)  As  the  jurisdiction  in  regard  to  In- 
habited House  Duty  is  entrusted  to  the  General  Com- 
missioners, the  Clerk  exercises  in  connection  with 
that  tax  practically  similar  functions  to  those 
exercised  by  him  in  relation  to  the  Income  Tax 
A Clerk  for  each  division  is  also  separately  appointed, 
by  the  Land  Tax  Commissioners.  With  rare 
exceptions,  the  same  person  is  chosen  as  Clerk  by 
both  the  General  Commissioners  and  the  Land  Tax 
Commissioners.  (Taxes  Management  Act,  1880,  secs. 
27  & 41.) 

Number  of  Clerics. 

22.989.  (10)  The  number  of  Income  Tax  divisions 
in  England  and  Wales  is  651  and  in  Scotland. 66, 
making  a total  for  Great  Britain  of  717 . Owing, 
however,  to  the  fact  that  in  a number  of  cases  the 
same  person  is  appointed  for  more  than  one  division, 
the  total  number  of  individual  Clerks  is  610. 

Remuneration. 

22.990.  (11)  The  remuneration  of  Clerks  to  Com- 
missioners isi  a gross  remuneration  covering  all  office 
and  clerical  expenses.  Until  the  year  1891-2  Clerks 
to  Commissioners  were  remunerated  by  a poundage 
at  the  rate  of  twopence  in  the  pound  on  the  amount 
of  Income  Tax  charged  in  the  Collectors’  duplicates, 
subject  to  the  provision  that,  after  an  allowance  of 
£500  had  been  reached,  the  rate  of  poundage  was  to 
be  reduced  to  one  penny  in  the  pound.  (Taxes 
Management  Act,  1880,  sec.  41  & 1st  Schedule.) 

22.991.  (12)  Where  the  aggregate  allowances,  in- 
cluding those  payable  in  respect  of  Inhabited  House 
Duty  and  Land  Tax,  to  which  any  Clerk  was  entitled 
would  exceed  £1,200,  the  Treasury  were  empowered 
to  substitute  for  those  allowances  such  an  amount 
not  being  less  than  £1,200,  exclusive  of  necessary 
office  expenses  as  the  Board  of  Inland  Revenue  might 
certify.  (Taxes  Management  Act,  1880,  1st 
Schedule.) 

22.992.  (13)  Where  in  any  case  the  poundage 
allowance  afforded  insufficient  remuneration,  the 
Board  were  empowered,  with  the  consent  of  the 
Treasury,  to  grant  such  further  sums,  either  on 
account  of  expenses  other  than  necessary  office 
expenses,  or  as  additional  remuneration,  as  they 
might  consider  expedient.  (Revenue  Act,  1889,  sec. 
13.) 

22.993.  (14)  In  the  year  1891-2  poundage  was 
abolished,  and  it  was  provided  that  the  remuneration 
of  a Clerk  to  Commissioners  should  not  be  less  than 
the  poundage  paid  in  1890-1.  The  provision  men- 
tioned in  paragraph  13  remained  in  force.  (Taxes 
(Regulation  of  Remuneration)  Act,  1891,  secs.  1,  2,  5.) 
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■ 22,9nt'™ 15^  No  c^anSe  in  t}ie  law  has  been  made 
since  1891-2  and  the  present  position,  therefore,  is 
that  the  remuneration  of  a Clerk  to  Commissioners 
lor  any  division  consists  of:  — 

(а)  the  amount  paid  for  that  division  in  1890-1 ; 

(б)  such  further  sum  as  may  have  been  since 

gi  anted  by  the  Board  of  Inland  Revenue 
with  the  consent  of  the  Treasury  in 
respect  of  increases  of  work.  (Sec.  66  (9).) 

22,995.  (16)  A war  bonus  has  been  granted  to 
assist  in  meeting  the  increased  cost  of  living,  clerical 
expenses,  &c. 


22,996.  (JO  The  aggregate  remuneration,  including 
that  tor  House  Duty  and  Land  Tax,  but  excluding 
war  bonus,  paid  to  Clerks  to  Commissioners  for  the 
yeai  1918-19  was  about  £124,000.  A statement  (sec 
Annexe)  showing  the  classification  of  this  amount 
is  attached.  It  will  be  seen  from  this  statement  that 
ot  the  610  Clerks  about  360  received  less  than  £100 
?tnnarmUm’  "^ilst  only  about  64  received  more  than 
toOO  per  annum  (in  both  cases  exclusive  of  war 
bonus).  As  a matter  of  fact,  the  office  of  Clerk  to 
Commissioners  is  usually  only  one  of  the  sources  of 
the  Clerk  s income.  He  is  frequently  a solicitor  and 
it  often  happens  that,  in  comparison  with  his  private 
practice  or  with  his  other  public  appointments,  his 
emoluments  as  Clerk  to  Commissioners  are  relatively 


Functions  op  Clerks  to  Commissioners. 

22,997  (18)  The  functions  of  a Clerk  to  Commis- 
sioners fall  into  two  distinct  categories.  His  primary 
function  is  to  act  as  the  legal  and  general  adviser 
? oTi^n%al  and  AdditionaI  Commissioners.  (Sec. 
-“T  V')  „ For  thls  purpose  he  arranges  for  and 
attends  all  meetings  of  those  Commissioners,  and 
where,  on  the  determination  of  an  appeal,  a case 
is  demanded  for  the  opinion  of  the  High  Court  he 
usually  prepares  the  draft  case  on  behalf  of  the  Com- 
misioners.  In  addition,  however,  the  existing  law 
which  was  framed  to  deal  with  the  very  different 
conditions  prevailing  more  than  a hundred  years  ago 
assigns  to  the  Clerk  certain  clerical  functions— for 
* ™<?st  Part  a routine  character— in  connection 

witu  the  preparation  of  assessment  books,  duplicates 
warrants,  notices  of  assessment,  certificates  and  cer- 
tain other  documents  required  in  the  course  of  the 
assessment  and  collection  procedure.  He  also  issues 
precepts  to  Assessors  and  Collectors,  prepares  church 

relatllJg  aPP«als,  and  summons 
appellants  to  appeal  meetings. 

22  998  (39)  The  primary  duties  of  the  Clerk  as 
the  legal  and  general  adviser  of  the  Commissioners 
appear  to  call  for  no  special  mention— their  import- 
anoe  speaks  for  itself.  His  principal  clerical  duties 
and  the  stages  of  the  procedure  at  which  they  occur 
are  as  follows: — J 


Schedules  A and  B. 

22,999  (20)  The  Assessors  having  brought  in  their 
certificates  of  assessment  under  Schedules  A and  B 
to  the  General  Commissioners,  the  latter  forthwith 
deliver  the  assessments  to  the  Surveyor  for  examine- 
toon  and  revision.  (Sec.  113.)  On  the  return  of  the 
assessments  from  the  Surveyor,  the  General  Com- 
missioners, if  they  are  satisfied,  sign  and  allow  them, 
and  cause  notices  of  assessment  to  be  given  to  the 
taxpayers  concerned.  (Sec.  120.)  These  notices  are 
prepared  by  the  Clerk  to  Commissioners.  (Sec.  134.) 

23  °00.  (21)  The  appeals  are  then  heard,  following 
which  the  Clerk  finally  completes  the  books  of  assess- 
ment. This  involves : — 


(1)  entering  the  gross  values,  the  total  of  the 
allowances  for  repairs,  &c.,  and  the  net 
assessment ; 

*2)  calculating  the  tax  at  the  appropriate  rate 
or  rates ; 


23.001.  (22)  In  addition,  the  Clerk  is  required  to 
prepare  on  the  prescribed  forms  two  “ duplicates”  of 
the  assessments,  giving  particulars  of  the  names  of 
the  occupier  and  owner  of  the  address  of  the  property 
assessed,  the  net  assessment  and  the  tax  charged  fin 
two  instalments).  (Sec.  153.)  One  duplicate  is  to  be 
delivered  to  the  Surveyor,  and  the  other  to  the 
Collector,  together  with  a warrant  for  collecting  and 
levying  the  tax  charged,  but  in  practice,  the  original 
assessments  are  handed  to  the  Surveyor  and  the 
duplicate  prescribed  for  his  use  is  dispensed  with. 

23.002.  (23)  It  should,  however,  be  explained  that 
the  procedure  outlined  in  paragraphs  20  to  22  i6 
applicable  in  ite  entirety  only  in  “re-assessment” 
years,  when  entirely  fresh  assessments  are  made  under 
Schedules  A and  B.  A re-assessment  is,  if  practic- 
able, made  every  fifth  year,  and  the  books  of  assess- 
ment are  so  arranged  as  to  last  for  at  least  five  years. 
In  the  intervening  four  years  the  Surveyor  acts  as 
Assessor,  and  the  work  of  the  Clerk  to  Commissioners 
is  restricted  to  carrying  out  the  net  assessments, 
calculating  and  entering  the  tax,  and  totalling  and 
summarizing  the  assessments.  The  work  on  the 
duplicates  is  similarly  restricted. 

Schedule  T). 

23.003.  (24)  On  the  appointed  date  the  Assessors 
deliver  to  the  General  Commissioners  the  returns,  &c., 
received  from  taxpayers  in  their  several  parishes 
(Sec.  113),  and  it  is  the  duty  of  the  Clerk  to  the  Com- 
missioners “ with  all  convenient  speed  ” to  abstract 
the  particulars  contained  in  such  returns  into  books 
provided  for  the  purpose  and  according  to  the  forms 
prescribed  by  the  Board  of  Inland  Revenue  (Sec.  118). 
These  abstracts  contain  the  names  of  the  persons 
delivering  the  returns  and  the  several  amounts  of 
profits  returned  by  them  respectively,  and  are  to  be 
delivered  to  the  Commissioners  as  soon  as  completed. 

23.004.  (25)  The  Surveyor  is  to  be  allowed  free 
access  to  these  books  of  abstract  and  to  the  returns 
delivered  by  the  taxpayers  (Sec.  121),  and,  within  a 
reasonable  time  after  he  has  made  his  examination, 
the  returns  are  to  be  laid  before  the  Additional  Com- 
missioners who  make  the  assessments,  as  already 
explained  to  the  Royal  Commission  by  Sir  Thomas 
Collins  ( see  Appendix  4.  paragraphs  41  to  43). 

23.005.  (26)  The  Additional  Commissioners  are  to 
cause  certificates  of  assessments  to  be  made  out  in 
books  provided  for  the  purpose,  showing  the  name  of 
the  parish,  the  names,  surnames  and  addresses  of  the 
persons  assessed,  progressively  distinguished  by 
numbers  or  letters,  and  the  amounts  of  tax  payable. 
(Sec.  122.)  These  certificates  are  to  be  prepared  by 
the  Clerk  to  Commissioners,  and  after  being  signed 
by  the  Additional  Commissioners  are  to>  be  delivered 
to  the  General  Commissioners.  (In  practice,  the  same 
book  is  used  both  for  the  entry  of  the  returns  and  for 
the  certificates  of  assessments  by  the  Additional 
Commissioners.) 

23.006.  (27)  Following  the  delivery  of  the  assess- 
ments to  the  General  Commissioners,  notices  of  assess- 
ment are  prepared  by  the  Clerk  to  Commissioners  for 
delivery  to  the  persons  assessed.  (Sec.  122  (2).) 

23.007.  (28)  The  appeals  are  then  heard  and  any 
necessary  amendments  are  made,  after  which  the 
books  of  assessment  are  signed  and  allowed  by  the 
General  Commissioners  and  are  completed  by  the 
Clerk  to  Commissioners  in  much  the  same  manner  as 
in  the  case  of  the  Schedule  A assessments,  except  that 
the  books  are  more  complicated  by  reason  of  the  larger 
number  of  allowances  dealt  with,  e.g.,  abatement, 
Life  Assurance,  wife,  children,  depreciation,  and  the 
allowance  in  respect  of  unearned  income  relief  on 
such  income  as  dividends,  interest,  &c.,  taxed  at  the 
source.  (Sec.  122  (3).) 


(3)  entering  one-half  of  this  amount  in  each  of 

the  two  columns  provided  for  the  first  and 
second  instalments  ; 

(4)  totalling  and  summarizing  the  books. 


23,008.  (29)  The  Clerk  is  also  required  to  prepare 
two  duplicates  of  the  assessment,  one  for  the  Surveyor 
and  one  for  the  Collector,  but  in  practice  the  original 
assessment  is  handed  to  the  Surveyor  and  his  dupli- 
cate is  dispensed  with.  (Sec.  153.) 
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Schedule  E. 

23.009.  (30)  On  the  appointed  date  the  Assessors 
deliver  to  the  General  Commissioners  their  certificates 
of  assessments  under  Schedule  E.  (Sec.  113.)  These 
are  delivered  to  the  Surveyor  for  examination 
and  revision,  after  which  the  General  Commissioners, 
if  satisfied,  sign  and  allow  them.  (Sec.  120.)  Notices 
of  assessment  are  then  prepared  by  the  Clerk  to 
Commissioners  for  delivery  to  the  persons  assessed. 

23.010.  (31)  After  any  appeals  have  been  heard,  the 
books  of  assessment  are  made  up  by  the  Clerk  to 
Commissioners,  as  explained  under  Schedule  D,  and 
a duplicate  is  prepared  for  the  use  of  the  Collector, 
the  Surveyor's  duplicate  being  dispensed  with  in  this 
case  also.  (Secs.  150  & 153.) 

General. 

Charge  duplicates. 

23.011.  (32)  The  Clerk  to  Commissioners  makes 
out  two  duplicates  of  the  amount  of  the  charge  by 
all  the  assessments  made  for  the  Division  in  the  year. 
These  duplicates  are  required  to  show  the  names  of 
the  respective  Assessors  and  Collectors  for  each 
parish,  and  the  full  amount  of  the  sums  given  in 
charge  to  each  Collector  throughout  the  year,  includ- 
ing penalties,  if  any.  The  duplicates  are  to  be 
signed  by  the  General  Commissioners  and  sent  to  the 
Board  of  Inland  Revenue.  (Sec.  152.) 

Schedules  of  discharge  and  default. 

23.012.  (33)  The  Clerk  to  Commissioners  also  pre- 
pares schedules  of  discharge  containing  the  aggregate 
amount  of  all  sums  given  in  charge  to  the  Collectors 
but  discharged  by  the  Commissioners,  and  schedules 
of  defaulters  containing  detailed  particulars  of  the 
sums  due  from  the  several  defaulters.  These  schedules, 
after  signature  by  the  General  Commissioners,  are 
sent  to  the  Board  of  Inland  Revenue.  (Sec.  175.) 

Certificates  of  removal. 

23.013.  (34)  Where  a person  does  not  reside  in  or 
removes  from  the  parish  iji  which  he  is  assessed  and 
leaves  any  duties  unpaid,  the  General  Commissioners 
for  the  parish  of  assessment  are  empowered  to  issue 
a certificate,  through  the  Board  of  Inland  Revenue, 
to  the  Commissioners  for  the  parish  of  residence 
certifying  the  arrear,  and  the  latter  Commissioners 
are  then  to  cause  the  sum  assessed  to  be  collected  by 
the  Collector  for  the  parish  of  residence.  (Sec.  168.) 
The  Commissioners’  certificates  are  prepared  by  the 
Clerk  to  Commissioners. 

Number  or  letter  assessments. 

23.014.  (35)  Under  Schedule  D a person  may  elect 
Lo  pay  his  tax  not  under  his  own  name  but  under 
a number  or  letter  to  the  proper  officer  within  the 
time  limited  for  payment.  In  such  cases,  the  Clerk 
to  Commissioners  supplies  to  the  taxpayer  a certifi- 
cate certifying  the  amount  of  tax  to  be  paid,  and, 
later,  on  production  of  the  certificate  of  the  officer 
for  receipt  that  the  tax  has  been  paid,  the  Clerk  issues 
a formal  receipt.  (Sec.  156.) 

The  present  position  in  actual  practice. 

23.015.  (36)  Sir  Thomas  Collins  has  already  ex- 
plained to  the  Royal  Commission  ( see  Appendix  4, 
paragraph  118)  that  owing  to  the  great  expansion, 
both  in  volume  and  complexity,  of  the  work  attend- 
ing the  raising  of  the  Income  Tax,  the  everyday  work- 
ing administration  of  the  tax  has  in  the  nature  of 
things  centred  primarily  in  the  office  of  the  Surveyor 
of  Taxes.  Despite  this  change  in  the  actual  pro- 
cedure, the  clerical  duties  that  were  originally 
allotted  to  the  Clerk  to  Commissioners  under  the 
widely  different  conditions  prevailing  a hundred  years 
ago,  have  never  been  reviewed.  These  duties,  as 
the  preceding  paragraphs  indicate,  affect  the  pro- 
gress of  the  work  throughout  its  course,  with  the 
result  that  there  is  now  in  operation  a system  of 
dual  management  which,  it  is  submitted,  in  however 


full  a spirit  of  co-operation  the  system  may  be 
worked,  is  inherently  wasteful  and  unbusinesslike. 

23,016.  (37)  The  position  may  be  illustrated  by  con- 
sidering the  actual  course  of  the  work  on  the 
Schedule  D assessments.  In  broad  outline,  the  pro- 
cedure is  as  follows.  One  official  (the  local  Assessor) 
issues  forms  of  return  to  the  taxpayers  in  his  parish 
and  on  a given  date  delivers  the  completed  returns 
to  a second  official  (the  Clerk  to  Commissioners),  who 
enters  them  in  the  books  of  assessment  and  then 
transfers  them,  together  with  the  assessment  books, 
to  a third  official  (the  Surveyor  of  Taxes)  who  ex- 
amines them.  Official  No.  3 then  returns  the  books 
to  official  No.  2,  who  prepares  and  issues  to  the 
taxpayers  concerned  notices  of  the  assessments  made 
by  the  Additional  Commissioners.  The  taxpayers  are 
required  to  address  any  objections  to  official  No.  3, 
to  whom  the  books  have  again  been  sent  by  official 
No.  2.  Official  No.  3 later  returns  the  books  to 
official  No.  2,  who  proceeds  to  complete  the  clerical 
entries  required  in  them  and  to  make  a copy  of  the 
principal  particulars  for  the  use  of  a fourth  official 
(the  local  Collector).  The  books  are  then  again  sent 
to  official  No.  3 for  reference  during  the  collection. 
They  are  later  returned  to  official  No.  2 in  order 
that  he  may  prepare  the  draft  assessment  for  the 
following  year,  and  are  then  sent  back  finally  to 
official  No.  3. 

23.017.  (38)  The  vital  part  of  the  work  consists : — 

(a)  in  the  skilled  examination  by  the  Surveyor  of 

the  returns  made  by  taxpayers; 

(b)  in  his  prosecution  of  the  enquiries  arising 

out  of  that  examination; 

(c)  in  his  highly  technical  examination  of  the 

trading  accounts,  profit  and  loss  accounts, 
balance  sheets,  &c.,  with  which  he  is 
annually  furnished  by  companies,  firms  and 
others,  and  upon  which  his  computations 
of  liability  are  based. 

23.018.  (39)  As  the  tax  is  payable  either  as  to  the 
whole  or  as  to  one-half  on  1st  January,  it  is  necessary 
to  arrange  that  all  the  various  operations  affecting 
the  work  of  assessment  which  begins  in  April  shall 
be  completed  in  time  to  enable  the  duplicates  to  be 
delivered  to  the  Collectors  at  the  end  of  November 
or  early  in  December.  Unless  this  is  done,  the 
Collectors  are  unable  to  prepare  their  demand  notes 
in  time  to  ensure  the  commencement  of  the  collec- 
tion by  the  due  date,  1st  January. 

23.019.  (40)  As  a rule,  the  returns  and  assessment 
books  are  not  delivered  to  the  Surveyor  for  examina- 
tion before  June,  and  if,  from  any  cause,  their 
delivery  is  delayed  until  July  or  August,  the  time 
available  for  bringing  to  bear  upon  the  returns  the 
skill  and  experience  of  the  Surveyor  is  dangerously 
curtailed.  Moreover,  the  whole  of  the  proceedings 
in  connection  with  the  work  of  assessment  from  their 
commencement  with  the  issue  of  the  forms  of  return 
to  the  taxpayers  to  their  completion  with  the 
delivery  of  the  duplicates  to  the  Collectors  ought  to 
go  forward  without  a break.  It  is,  therefore,  ex- 
tremely inconvenient  that  this  work  should  be  re- 
peatedly interrupted  in  consequence  of  the  necessity, 
under  the  present  system,  for  sending  the  assessment 
books  at  stated  intervals  to  the  Clerks  to  Commis- 
sioners, by  whom  they  are  retained  for  varying 
periods.  Especially  is  this  the  case  where,  as  fre- 
quently happens,  the  Clerk  to  Commissioners  does 
not  reside  in  the  same  town  as  the  Surveyor.  Corre- 
spondence with  taxpayers  is  delayed  owing  to  the 
absence  of  books  of  assessment  containing  needed 
information,  and  the  work  generally  is  hampered. 

23.020.  (41)  Under  the  most  favourable  circum- 
stances, therefore,  where  the  Clerk  to  Commissioners 
is  in  a position  to  undertake  his  particular  sections 
of  the  work  at  the  appropriate  times  and  to  complete 
them  with  despatch,  the  present  system  necessarily 
produces  inconvenience  and  delay.  Frequently, 
however,  the  Clerk  is  not  in  such  a position.  As  men- 
tioned in  paragraph  17,  in  the  case  of  about  360 
Clerks  to  Commissioners  the  annual  remuneration 
attaching  to  the  office  does  not  exceed  £100.  This 
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means  that  in  each  of  these  cases  the  whole  of  the 
clerical  work  of  the  division  is  insufficient  to  occupy 
the  time  of  even  one  member  of  the  Clerk’s  staff. 
Even,  however,  where  the  total  remuneration  sub- 
stantially exceeds  £100  per  annum  the  intermittent 
character  of  the  work  precludes  the  Clerk  to  Commis- 
sioners, except  in  the  largest  divisions,  from  engaging 
a clerk  or  a staff  of  clerks  specifically  for  his  Income 
Tax  work.  The  consequence  is  that  the  Clerk  to 
Commissioners  is  not  always  able  so  to  arrange  that 
a member  of  his  clerical  staff  shall  be  available  to 
proceed  with  the  Income  Tax  work  immediately  the 
occasion  arises.  Whenever  this  happens,  the  incon- 
venience and  delay,  which  are  inseparable  from  the 
system  in  any  circumstances,  are  at  once  increased. 
If  the  delay  in  the  Clerk’s  office  occurs  in  the  issue 
of  the  notices  of  assessment  or  in  the  closing  of  the 
books  of  assessment  and  the  preparation  of  the 
Collectors’  duplicates,  the  result  is  to  prevent  the 
commencement  of  the  collection  by  the  prescribed 
date,  thus  delaying  the  receipt  of  tax  by  the  Ex- 
chequer and  generally  disorganising  the  machinery  of 
collection. 

23.021.  (42)  In  view  of  these  difficulties  a number 
of  Clerks  to  Commissioners,  instead  of  entrusting 
the  clerical  work  to  members  of  their  own  staff,  rely 
upon  being  able  to  arrange  with  the  clerks  in  Sur- 
veyors’ offices  to  do  the  work  for  them  in  overtime. 

23.022.  (43)  Although  Schedule  D has  been  selected 
for  the  purposes  of  illustration,  the  position  is  equally 
inconvenient  in  regard  to  Schedules  A,  B and  E. 
It  is  perhaps  unnecessary  to  set  out  in  detail  the 
particular  inconveniences  which  arise  under  those 
Schedules,  but  it  may  be  mentioned  that  the  incon- 
venience in  connection  with  Schedule  A work  is  so 
considerable  that  in  practice  the  whole  of  the  work 
on  the  assessment  books  is  in  England  generally  done 
in  the  Surveyors’  Offices. 

Suggested  modification  of  the  existing  system. 

23.023.  (44)  Experience  shows  the  importance  of 
securing  the  longest  possible  period  during  each  year 
for  carrying  out  the  complicated  technical  work  of 
investigating  returns  and  prosecuting  enquiries,  upon 
which  work  the  security  of  the  Revenue  largely 
depends.  The  present  system,  which  was  framed 
long  ago  to  meet  the  conditions  of  a very  different 
age,  and  which  involves  the  frequent  sending  of  *he 
assessment  books  backwards  and  forwards  between 
two  officials,  prevents  the  achievement  of  that  aim. 
The  remedy  which  the  Board  of  Inland  Revenue 
suggest  should  be  adopted  is  that  the  clerical 
functions*  which  now  attach  to  the  office  of  Clerk  to 
Commissioners  should  be  transferred  to  the  Surveyor 
of  Taxes  and  that  the  Clerk  to  the  Commissioners, 
relieved  of  these  subsidiary  duties,  should  in  future 
act  in  his  primary  role  as  the  legal  and  general 
adviser  of  the  General  and  Additional  Commissioners. 

23.024.  (45)  With  regard  to  Schedule  D,  as  a safe- 
guard against  delay,  it  would  be  advisable  to  pre- 
scribe a limit  of  time  within  which  the  Additional 
Commissioners  should  meet  to  consider  and  sign  the 
Schedule  D assessments  after  the  Surveyor  had  given 
notice  to  the  Clerk  to  Commissioners  that  his 
examination  of  the  Schedule  D returns  has  been 
completed. 

23.025.  (46)  The  adoption  of  the  foregoing  proposal, 
together  with  the  transfer  to  the  Surveyor  of  certain 
functions  now  entrusted  to  the  Assessor  (as  to  which 
I am  putting  in  a separate  proof  of  evidence),  would 
result  in  the  whole  of  the  clerical  and  routine  work 

* The  clerical  functions  in  questions,  stated  in  detail,  are : — 

(1)  the  preparation  in  draft  of  the  Schedule  D assessment 
books  and  the  entry  in  those  books  of  the  Schedule  D 
returns ; 

(2)  the  preparation  of  the  notices  of  charge  and  the  com- 
pletion of  the  books  of  assessment  under  all  Schedules  ; 

(3)  the  preparation  of  the  Collectors’  duplicates,  charge 
duplicates,  schedules  of  discharge  and  default,  certificates 
of  removal,  and  certificates  under  a number  or  letter, 
Schedule  D (assuming  that  the  option  of  assessment  under 
a number  or  letter  is  retained). 
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in  connection  with  the  assessment  procedure  being 
controlled  and  carried  out  by  the  pivotal  official 
namely,  the  Surveyor  of  Taxes.  This  would  not  only 
increase  very  materially  the  time  available  for  the 
essential  technical  work  of  investigating  returns  and 
prosecuting  enquiries,  but  would  also  promote  the 
economical  and  expeditious  despatch  of  business 
generally,  since  the  permanent  trained  staffs  of  the 
tax  districts  under  the  control  of  the  Board  of  Inland 
Revenue  are  better  fitted  to  cope  with  large  quanti- 
ties of  detailed  clerical  work  than  the  staffs  of  Clerks 
to  Commissioners  who  are  usually  engaged  to  a large 
extent  on  the  private  work  of  their  employers. 

23.026.  (47)  The  proposed  change  would  be  bene- 
ficial in  another  direction.  It  is  unnecessary  to 
labour  the  importance  of  securing  that  there  shall 
be  no  disclosure  of  the  highly  confidential  informa- 
tion contained  in  taxpayers’  returns.  In  recent 
years  the  importance  of  this  matter  has  been 
accentuated  owing  to  the  fact  that  the  number  of 
statements  of  total  income  has  very  largely  increased 
as  a result  of  the  graduation  of  the  tax.  Varying 
rates  of  tax  now  apply  to  incomes  up  to  a limit  of 
£2,500,  as  compared  with  the  limit  of  £700  in 
force  until  1907.  It  is  not  for  a moment  suggested 
that  leakage  of  information  actually  occurs  under 
the  existing  system,  but  as  a business  arrangement 
and  to  fortify  public  confidence,  it  is  clearly  prefer- 
able that  this  great  mass  of  confidential  information 
should  be  handled  under  the  conditions  which 
obtain  in  a Government  office. 

23.027.  (48)  So  far  as  Super-tax  returns  are  con- 
cerned, the  strictest  measures  are  taken  to  ensure 
complete  secrecy,  and  having  regard  to  the  fact  that 
statements  of  total  income  up  to  a limit  of  £2,500 
are  now  required  where  relief  is  claimed  in  respect 
of  earned  income,  there  does  not  seem  to  be  any 
justification  for  taking  less  effective  measures  to 
ensure  the  secrecy  of  all  returns  of  total  income. 

23.028.  (49)  If  the  proposal  now  put  forward  is 
adopted,  the  question  of  compensation  may  arise  in 
some  cases,  and  will  presumably  be  left  to  be  dealt 
with  by  the  Treasury.  It  would  be  necessary  to 
revise  the  remuneration  to  correspond  with  the  new 
conditions,  and  the  law  would  require  to  be 
amended  accordingly. 

23.029.  (50)  There  is  another  question  relating  to 
the  remuneration  of  Clerks  to  Commissioners  to 
which  the  attention  of  the  Royal  Commission  should 
be  drawn,  namely,  the  course  to  be  followed  when 
changes  are  made  in  the  areas  of  divisions. 
The  circumstances  in  which  such  changes  occur  are 
described  in  a separate  proof  of  evidence  on  the 
subject  of  areas  of  Income  Tax  administration. 

23.030.  (51)  At  present  there  is  no  statutory  pro- 
vision under  which  the  aggregate  remuneration  of 
the  Clerks  to  Commissioners  for  divisions,  the  areas 
of  which  have  been  altered,  can  be  apportioned  in 
accordance  with  the  new  conditions.  In  these  cir- 
cumstances it  is  suggested  that,  where  the  area  for 
which  any  General  Commissioners  act  is  altered,  the 
Board  of  Inland  Revenue,  with  the  consent  of  the 
Treasury,  should  be  empowered  to  increase  or 
reduce  the  remuneration  of  the  Clerk  to  Commis- 
sioners for  the  altered  division,  as  the  case  may 
require,  or  to  fix  the  remuneration  of  the  Clerk  to 
Commissioners  for  a newly  constituted  division. 

23.031.  (52)  Although  the  matter  may  not  be 
strictly  within  the  purview  of  the  Royal  Commission, 
it  should,  perhaps,  be  added  that  a natural  corollary 
to  any  change  in  the  functions  of  Clerks  to  Com- 
missioners as  regards  Income  Tax  would  be  a corre- 
sponding change  in  their  analogous  functions  in 
relation  to  Inhabited  House  Duty.  The  procedure 
in  connection  with  that  duty  now  follows  closely  the 
procedure  for  Income  Tax,  Schedule  A,  the  assess- 
ments being  made  in  the  same  books,  and  the  incon- 
venience which  would  arise  from  a divergent  pro- 
cedure for  the  two  duties  needs  no  emphasis. 
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23,032.  ANNEXE. 


Clerks  to  Commissioners,  Great  Britain. 


Statement  of  Remuneration , as  at  24 th  April , 1919. 


Scale  of  remuneration. 

Number  of 
individual  Clerks. 

Aggregate 

remuneration. 

Not  exceeding 

£25  

58 

£ 

1,018 

£26  to 

£50  

131 

5,072 

£51  „ 

£100  

172 

12,506 

£101 

£200  

122 

16,911 

£201  „ 

£300  

35 

8,583 

£301  „ 

£400  

17 

5,798 

£101  „ 

£500  ...  :.. 

11 

4,851 

£501  „ 

£600  

10 

5,413 

£60  L„ 

£700  

10 

6,358 

£701  „ 

£800  

8 

6,039 

£801  „ 

£900  

6 

4,963 

£901  „ 

£1,000  

9 

8,571 

£1,001  „ 

£1,100  

3 

3,182 

£1,101  „ 

£1,200  

2 

2,263 

£1,201  „ 

£1,300  

4 

5,054 

£1,301  „ 

£1,400  

1 

1,315 

£1,401  „ 

£1,500  

1 

1,440 

£1,501  „ 

£1,600  

1 

1,582 

£1,601  „ 

£1,700  

2 

3,338 

£1,701  „ 

£1,800  

— 

— 

£1,801  „ 

£1,900  

— 

— 

£1,901  „ 

£2,000  

1 

1,943 

Over  £2,000 

6 

18,025 

610 

£124,225 

Note. — Where  the  Clerk  to  the  General  Commissioners  also  acts  as  Clerk  to  the  Land  Tax  Commissioners,  the 
remuneration  stated  above  includes  that  relating  to  Land  Tax. 

The  list  does  not  include  particulars  of  the  remuneration  of  persons  who  are  appointed  solely  as  Clerks  to  the 
Land  Tax  Commissioners,  nor  does  it  include  the  remuneration  attaching  to  three  divisions  which  exist  for  Land  Tax 
purposes  only. 


No.  III.— THE  POSITION  IN  THE  SCHEME  OF 
INCOME  TAX  ADMINISTRATION  OF  THE 
ASSESSORS  OF  TAXES. 

Introductory. 

23.033.  (1)  In  England  and  Scotland  the  General 
Commissioners  for  each  division  appoint  annually  for 
each  parish  in  the  division  two  or  more  Assessors  of 
Income  Tax.  There  is  no  provision  for  the  appoint- 
ment of  Assessors  in  Ireland,  the  duties  which  are 
carried  out  by  Assessors  in  Great  Britain  being  in 
that  country  performed  by  the  Surveyors  of  Taxes. 

23.034.  (2)  The  main  purpose  of  this  evidence  is : — 

(a)  to  explain  the  functions  of  Assessors  of  Taxes 

as  prescribed  by  law; 

( b ) to  examine  the  present  position  as  found  in 

actual  practice; 

(c)  to  suggest,  for  the  consideration  of  the  Royal 

Commission,  certain  modifications  which, 
in  the  judgment  of  the  Board  of  Inland 
Revenue,  experience  has  shown  to  be  desir- 
able in  the  public  interest. 

23.035.  (3)  The  references  throughout  this  evidence 
are  to  the  Income  Tax  Act  of  1918,  except  where 
otherwise  stated. 

Method  op  appointment,  number,  and  remunera- 
tion op  Assessors  op  Taxes. 

Method  of  appointment. 

23.036.  (4)  For  the  purpose  of  appointing  Assessors, 
General  Commissioners,  in  England  before  April 

10th,  and  in  Scotland  before  April  30th,  in  each  year, 
direct  their  precepts  to  as  many  of  the  inhabitants  of 
each  parish  as  they  think  most  convenient,  requiring 
hem  to  appear  before  the  Commissioners  at  a time 


not  exceeding  ten  days  after  the  date  of  the  precept. 
(Sec.  76  (1).) 

23.037.  (6)  At  the  meeting  so  fixed,  Assessors  are 
appointed  by  the  Commissioners  to  act  for  each  parish. 
It  is  customary  for  two  Assessors  to  be  appointed  tor 
each  parish,  but  though  both  are  required  to  sign 
the  formal  certificates  of  assessment,  it  is  the  general 
practice  for  the  whole  of  the  work  to  be  performed  by 
one  Assessor.  (Sec.  76  (2).) 

23.038.  (6)  In  Scotland,  where  the  Surveyor  of  Taxes 
has  been  appointed  Lands  Valuation  Assessor  for  any 
area  under  the  Lands  Valuation  (Scotland)  Act,  1854, 
no  other  person  can  be  appointed  Assessor  for  the  pur- 
poses of  Income  Tax  for  that  area,  except  that  an 
Income  Tax  Assessor  who  held  office  at  the  time  of  the 
passing  of  the  Revenue  Act  of  1884  may  continue  to 
be  re-appointed.  (Sec.  76  (8).) 

23.039.  (7)  At  the  meeting  the  Commissioners  issue 
to  the  Assessors  their  warrants  of  appointment  and 
any  necessary  instructions,  and  appoint  another  day, 
not  later  in  England  than  July  20th,  and  in  Scotland 
than  the  first  Wednesday  in  August,  for  them  to 
appear  again  and  deliver  their  assessments.  (Sec.  76 
(2)0 

23.040.  (8)  The  appointment  of  an  Assessor  is  for 
the  year  commencing  on  April  6th  in  each  year,  and 
continues  until  other  Assessors  are  appointed  for  the 
same  parish.  (Sec.  76  (3).)  The  General  Commis- 
sioners or  the  Surveyor  of  Taxes  may  give  notice  to  an 
Assessor  that  he  is  to  continue  in  office.  (Sec.  76  (41.) 

23.041.  (9)  Where  two  “able  and  sufficient”  in- 
habitants cannot  be  found  in  a parish  the  General 
Commissioners  are  to  appoint  fit  persons  residing  near 
to  that  parish  to  be  Assessor.  No  person  who  in- 
habits any  city,  borough  or  town  corporate  can  be 
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compelled  to  be  an  Assessor  for  any  place  outside  its 
limits.  (Sec.  76  (5)  & (6).) 

23.042.  (10)  Where  there  has  been  a failure  by  the 
General  Commissioners  to  appoint  Assessors,  and  the 
assessment  of  the  tax  is  likely  to  be  delayed,  the 
magistrates  or  justices  having  administration  in  or 
over  the  parish  are,  on  notice  from  the  Surveyor  of 
Taxes,  to  appoint  Assessors.  (Sec.  76  (7).) 

23.043.  (11)  Assessors  are  responsible  to  the  General 
Commissioners  for  the  proper  execution  of  their 
duties.  In  practice,  the  oversight  of  the  Assessors 
almost  invariably  devolves  upon  the  Surveyor  of 
Taxes,  who,  with  the  Commissioners’  consent,  makes 
arrangements  for  the  proper  performance  of  the 
Assessor’s  work. 

23.044.  (12)  Every  Assessor  is  required,  under  a 
penalty  of  £100,  to  make  a declaration  of  secrecy 
before  he  begins  to  act  in  relation  to  the  tax  assessed 
under  Schedule  D.  (Sec.  89.)  He  is  also  required, 
under  a penalty  of  £20,  before  commencing  to  act,  to 
make  the  declaration  of  office  contained  in  Part  II  of 
the  Fourth  Schedule  of  the  Act.  (Sec.  79.)  Penalties 
are  also  provided  for  refusal  to  submit  to  be  appointed 
or  to  act  when  appointed. 

Where  Surveyors  of  Taxes  act  as  Assessors  in 
England  and  Wales . 

23.045.  (13)  If  Assessors  for  any  parish  are  not 
appointed  or  fail  to  act,  the  Surveyor  of  Taxes  may 
execute  the  duties  of  an  Assessor  until  Assessors  have 
been  appointed  and  act.  (Sec.  77  (1).)  For  the  tax 
chargeable  under  Schedules  A and  B the  Surveyor  of 
Taxes  is  the  Assessor  within  the  Administrative 
County  of  London.  Outside  this  area  the  Surveyor  is 
Assessor  in  years  other  than  those  of  general  re-assess- 
ment. A re-assessment  is  made,  if  practicable,  every 
fifth  year.  (Sec.  77  (2)  & (3).) 

Number  of  Assessors. 

23.046.  (14)  The  number  of  parishes  in  England  and 
Wales  is  15,000,  but  many  of  these  have  been 
“united”  for  Income  Tax  purposes,  in  which  case 
each  group  of  “ united  ” parishes  is  treated  in  all 
respects  as  if  it  were  one  parish.  (Sec.  93.)  The 
number  of  assessment  areas  has  thus  been  reduced  to 
about  6,700.  Owing,  however,  to  the  fact  that  in  a 
number  of  cases  the  same  person  is  appointed  as 
Assessor  for  more  than  one  area,  the  total  number  of 
active  individual  Assesors  in  England  and  Wales  is 
about  4,400.  The  number  of  Assessors  in  Scotland — 
other  than  Surveyors  of  Taxes — is  14. 

Bemuneration. 

23.047.  (15)  Until  the  year  1891-2  Assessors  were 
remunerated  by  a poundage  of  l£d.  in  the  £ on  the 
amount  of  Income  Tax  collected.  (Taxes  Management 
Act,  1880,  sec.  47  & First  Schedule.)  With  few  excep- 
tions, persons  appointed  as  Assessors  of  Income  Tax 
in  England  are  also  appointed  as  Collectors  of  Income 
Tax  and  act  also  as  Assessors  and  Collectors  of  Inha- 
bited House  Duty  and  Land  Tax.  Where  the  total  re- 
muneration in  respect  of  all  three  taxes  exceeded  a 
sum  which,  in  the  opinion  of  the  General  Commis- 
sioners for  the  division,  represented  fair  remunera- 
tion, those  Commissioners  were  empowered  to  fix  the 
amount  of  the  remuneration.  The  maximum  allow- 
able was  fixed  at  £1,000,  exclusive  of  necessary  office 
expenses.  (Customs  and  Inland  Revenue  Act,  1885, 
sec.  25.) 

23.048.  (16)  In  the  year  1891-2  poundage  was 
abolished,  and  in  place  of  it  a fixed  remuneration 
equal  to  the  poundage  paid  in  1890-1  in  respect  of 
assessments  under  Schedules  D and  E was  directed  to 
be  paid  annually  to  Assessors,  but  the  power  of  the 
General  Commissioners  to  reduce  the  remuneration 
(as  explained  in  paragraph  15)  was  retained.  As 
regards  assessments  under  Schedules  A and  B,  the  re- 
muneration in  years  of  new  assessments  was  to  be  a 
fixed  amount  of  not  less  than  the  poundage  paid  in 
1888-9.  (Sec.  88.  Taxes  (Regulation  of  Remunera- 
tion) Act.  1891.  secs.  1,  3 & 5.) 


23.049.  (17)  Since  1908  the  Board  of  Inland  Revenue 
have  been  empowered,  with  the  approval  of  the 
Treasury,  to  increase  the  amount  of  remuneration 
and  under  this  provision  the  remuneration  of  a large 
number  of  Assessors  has,  from  time  to  time  been 
revised.  (Sec.  78.) 

23.050.  (18)  The  remuneration  has  been  increased 
by  a war  bonus  to  meet  the  increased  cost  of  living, 
clerical  expenses,  &c> 

23.051.  (19)  Excluding  war  bonus,  the  aggregate 
annual  amount  of  remuneration  to  Assessors  is  about 
£41,000.  A statement  showing  the  classification  of 
the  combined  aggregate  remuneration  payable  to 
Assessors  and  Collectors  forms  part  of  the  evidence  on 
the  subject  of  Collectors  of  Taxes 

23.052.  (20)  In  the  event  of  a change  in  any  area 
of  assessment  the  General  Commissioners  for  the  divi- 
sion may  apportion  the  remuneration  as  they  think 
fit.  (Sec.  78.) 

Statutory  functions  of  Assessors  of  Taxes. 

23.053.  (21)  The  statutory  duties  of  an  Assessor  may 
be  divided  into  two  classes,  namely : — 

(a)  clerical  and  general,  consisting  of  the  pre- 
paration and  issue  of  forms  of  return  under 
Schedules  A and  B in  each  re-assessment 
year  and  under  Schedules  D and  E every 
year;  the  entry  of  the  particulars  con- 
tained in  the  returns  under  Schedules  A, 
B and  E into  the  assessment  books;  the 
delivery  of  notices  of  assessment;  and  the 
fixing  of  church  door  notices  relating  to 
appeals,  &c., 

(. b ) technical,  consisting  of  the  making  of  the 
assessments  under  Schedules  A and  B in 
each  re-assessment  year  and  under  Schedule 
E bvery  year;  the  preparation  of  a list  of 
persons  liable  to  assessment  under  Schedule 
D ; and  the  making  of  estimates  of  liability 
under  Schedule  D in  cases  where  taxpayers 
fail  to  make  returns. 

23.054.  (22)  In  greater  detail  the  nature  of  the 
Assessor’s  statutory  duties  under  the  various  Sche- 
dules of  charge  and  the  stages  of  the  procedure  at 
which  they  occur  are  as  follows : — 

Schedules  A and  B,  England  and  Wales. 

Issue  of  forms  of  return. 

23.055.  (23)  A copy  of  the  Poor  Rate  for  his  parish 
is  supplied  to  the  Assessor  by  the  Surveyor,  together 
with  a supply  of  forms  of  return  and  of  public  notices. 
(Sec.  114.)  The  Assessor  proceeds  to  issue  the  appro- 
priate forms  of  return  to  the  occupiers  of  lands  and 
dwelling  houses  and  to  owners  of  tithe  rent  charge, 
manorial  rights,  &c.,  requiring  such  persons  to  make 
a return  of  the  rent  or  annual  value  of  the  property 
specified.  (Sec.  99.) 

Posting  up  of  church  door  notices. 

23.056.  (24)  The  Assessor  also  affixes  to  the  church 
doors  the  public  general  notices  requiring  every 
person  in  the  parish  who  is  liable  under  the  Act  to 
make  a return  to  forward  the  return  to  him  within 
the  time  (not  being  more  than  21  days)  limited  by 
the  notice.  (Sec.  98.) 

Making  assessments. 

23.057.  (25)  On  receipt  of  the  returns  from  tax- 
payers the  Assessor  is  required  to  examine  them,  to 
enter  the  necessary  particulars  into  the  books  of 
assessment,  and  to  make  the  assessments.  (Sec.  110.) 

23.058.  (26)  On  the  appointed  day  the  Assessor 
delivers  to  the  General  Commissioners  the  forms  of 
return  received  by  him,  together  with  his  certificate 
of  assessment.  The  returns  and  assessments  are  then 
handed  to  the  Surveyor  of  Taxes  for  examination  and 
amendment  where  necessary.  (Sec.  113.) 
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Service  of  notices  of  assessment. 

23  059.  (27)  Following  the  Surveyor’s  examination 
and  revision,  the  assessments  are  signed  and  allowed 
by  the  Commissioners,  and  (where  necessary)  notices 
of  assessment  are  prepared  by  the  Clerk  to  Commis- 
sioners. (Secs.  120  and  134.)  These  notices  were 
formerly  delivered  personally  hy  the  Assessors  but  are 
now  usually  sent  by  post.  The  Assessor  is  also 
required  to  affix  church  door  notices  giving  general 
notice  of  the  day  appointed  for  hearing  appeals. 
(Sec.  134  (3).) 

23  060.  (28)  As  already  mentioned,  the  procedure 
indicated  in  paragraphs  23  to  27  is  applicable  only 
to  years  of  re-assessment.  During  the  intervening 
years  the  Surveyor  is  the  Assessor. 


Schedules  A and  B,  Scotland. 

23,061.  (29)  The  procedure  in  Scotland  is  the  same 
as  in  England  and  Wales  with  the  exception  that  in 
practice  the  valuations  included  in  the  valuation  roll 
prepared  under  the  Valuation  of  Lands  (Scotland) 
Act  of  1854  are  usually  adopted  even  though  the  Sur- 
veyor is  not  the  Lands  Valuation  Assessor.  Where 
the  Surveyor  of  Taxes  is  also  Lands  Valuation 
Assessor,  the  valuations  are  in  fact  binding  for  Income 
Tax  purposes.  It  is,  therefore,  necessary  to  issue 
forms  of  return  only  in  the  relatively  small  number 
of  cases  in  which  liability  to  tax  exists  in  respect  of 
property  ( c.g .,  casualties  of  superiority  and  dupli- 
cands)  not  included  in  the  valuation  roll.  The 
notices  of  assessment  are  sent  through  the  post. 


Schedule  D,  Great  Britain. 

23,062.  (30)  The  Assessor  affixes  to  the  church  doors 
the  public  general  notices  calling  upon  all  persons 
chargeable  under  Schedule  D to  make  returns.  (Sec. 
98.)  He  also  sends  through  the  post  the  appropriate 
forms  of  return  to  all  persons  whom  he  believes  to  be 
chargeable  under  that  Schedule  (Sec.  99),  and  to 
certain  persons  (e.g.,  employers)  who  are  required  to 
furnish  particulars  regarding  other  persons  (e.g., 
employees).  ^Secs.  101,  103-106.) 

23,063  (31)  He  is  required  (Sec.  108  (1))  to  make 
out  and  deliver  to  the  Surveyor  a list  containing  the 
names  •.  — 


(a)  of  all  persons  served  with  notices; 

(5)  of  all  persons  chargeable  within  the  area  for 
which  he  acts,  distinguishing  those  who 
have  made  returns  and  those  who  have 
elected  to  he  assessed  by  the  Special  Com- 
missioners ; 

(c)  of  all  persons  returned  as  lodgers ; 

(d)  of  all  employees  returned  by  employers. 

23.064.  (32)  He  is  required,  under  a penalty  for 
neglect,  to  take  oath  before  the  Commissioners  that 
the  general  notices  have  been  duly  affixed,  that  all 
return  forms  have  been  duly  served,  and  that  the 
list  delivered  by  him  to  the  Surveyor  of  Taxes  con- 
tains the  names  of  all  persons  on  whom  notices  should 
he  served.  (Sec.  108  (2).) 

23.065.  (33)  In  the  case  of  all  persons  who  have  not 
made  a return  the  Assessor  is  required  to  make  an 
estimate  of  the  amounts  on  which  such  persons  should 
be  charged.  (Sec.  112.) 

23.066.  (34)  On  or  before  the  appointed  day,  the 
Assessor  delivers  to  the  General  Commissioners  the 
forms  of  return  received  by  him.  Subsequently  he 
forwards  to  them  any  returns  received  by  him  after 
the  appointed  day.  (Sec.  113  (1).) 

23,G67.  (35)  At  a later  stage,  when  the  assessments 
have  been  made  by  the  Additional  Commissioners,  the 
Assessor  may  be  called  upon  to  serve  notices  of  assess- 
ments (prepared  by  the  Clerk  to  Commissioners)  upon 
the  persons  assessed,  but,  as  a rule,  these  notices  are 
sent  through  the  post.  He  is  also  required  to  affix 
to  the  church  doors  the  public  general  notices  relating 
to  the  holding  of  meetings  for  the  purpose  of  hearing 
appeals.  (Sec.  134  (3).) 


Schedule  E,  Great  Britain. 

23.068.  (36)  As  in  the  case  of  Schedule  D,  the 
Assessor  affixes  the  church  door  notices  and  issues  the 
appropriate  forms  of  return  to  the  persons  chargeable 
and  to  companies  and  other  bodies  who  are  required 
to  make  a return  of  salaries,  fees,  &c.,  paid  to  their 
emplovees.  (Secs.  98  and  99.) 

23.069.  (37)  On  receipt  of  the  returns  from  the  tax- 
payers concerned,  he  is  required  to  examine  them, 
to  enter  the  necessary  particulars  in  the  books  of 
assessment,  and  to  make  the  assessments. 

23.070.  (38)  On  the  appointed  day  he  delivers  the 
returns,  together  with  his  certificate  of  assessment, 
to  the  General  Commissioners,  hy  whom  they  are 
handed  to  the  Surveyor  of  Taxes  for  examination  and 
revision.  (Sec.  113.) 

23.071.  (39)  Later,  when  the  assessments  have  been 
signed  and  allowed  hy  the  General  Commissioners, 
the  Assessor  may  be  required  to  serve  the  individual 
notices  of  assessment  upon  the  persons  assessed,  and, 
as  under  Schedule  D,  he  affixes  the  church  door  notices 
giving  public  notice  of  appeal  meetings.  In  practice, 
the  individual  notices  are  sent  through  the  post. 

The  present  position  in  actual  practice. 

23.072.  (40)  The  position  as  it  actually  exists  to- 
day has  been  fully  explained  by  Sir  Thomas  Collins 
in  his  Memorandum  on  the  functions  of  Surveyors  of 
Taxes — (see  Appendix  No.  4,  paragraphs  16-63). 

23.073.  (41)  It  will  he  seen  from  that  memorandum 
that  although  the  Assessor  continues  to  carry  out  what 
are  described  in  paragraph  21  above  as  his  clerical 
and  general  duties — chiefly  the  issue  and  gathering-in 
of  the  forms  of  return — he  has  ceased  in  effect  to 
carry  out  the  greater  part  of  his  technical  duties, 
i.e.,  the  making  of  the  assessments  under  Schedules  A, 
B and  E.  The  explanation,  as  pointed  out  by  Sir 
Thomas  Collins,  is  that  the  work  of  making  the  assess- 
ments in  question  has  become  a highly  technical 
matter  requiring  the  expert  knowledge  of  a whole- 
time official  devoted  to  Income  Tax  administration. 

23.074.  (42)  In  order  that  the  position  may  be  fully 
understood  one  further  point  must  be  explained. 
The  duty  of  the  Assessor  as  regards  Schedules  A,  B 
and  E is  to  make  the  assessments , that  is  to  say,  he 
is  to  insert  in  the  assessment  book  the  gross  amount 
at  which  the  taxpayer  is  to  he  charged  in  respect  of 
his  profits  from  a particular  property  or  from  salary, 
fees,  &c.  It  is  no  part  of  his  duty  to  make  the 
various  allowances  prescribed  by  the  Act  in  respect, 
for  example,  of  repairs  to  property,  abatement,  Life 
Assurance,  wife  and  children.  In  law  these  allow- 
ances are  to  he  made  by  the  General  Commissioners 
(Secs.  16  and  27  (3)  ),  but  in  practice  they  are  made 
by  the  Surveyor  of  Taxes,  who,  after  examination  of 
the  taxpayer’s  claim,  enters  in  the  various  columns 
provided  the  amounts  of  the  several  allowances  found 
to  he  due. 

23.075.  (43)  In  the  evidence  regarding  Clerks  to 
Commissioners  it  has  been  explained  how  a procedure 
devised  a hundred  years  ago  to  meet  the  conditions 
of  a different  age  now  clogs  the  machine  and  renders 
administration  wasteful  and  unbusinesslike.  In  sub- 
stance these  observations  apply  as  regards  many  of 
the  functions  of  the  Assessors.  Whilst  the  whole 
responsibility  for  the  accuracy  of  the  assessments  and 
allowances  falls  in  practice  upon  the  Surveyor  of 
Taxes,  the  time  consumed  by  the  procedure  connected 
with  the  mainly  nominal  performance  by  the  Assessor 
of  the  duties  allotted  to  him  by  law  results  in  a 
serious  reduction  of  the  time  available  for  the  appli- 
cation to  the  returns  and  statements  of  total  income 
of  the  Surveyor’s  technical  skill  and  experience. 

Suggested  modifications  of  the  existing  system. 

23.076.  (44)  In  the  opinion  of  the  Board  of  Inland 
Revenue  the  convenience  of  the  taxpayer  and  the 
interests  of  efficiency  and  eoonomy  would  both  be 
served  if  the  bulk  of  the  duties  now  entrusted  bv 
law  to  the  Assessor  were  transferred  to  the  Surveyor. 
The  duties  so  to  be  transferred  should  include: — 
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(a)  tlie  issue  of  forms  of  return  under  Schedules 

A,  B,  D and  E; 

(b)  the  making  of  assessments  under  Schedules 

A,  B and  E. 

23,077 .  (45)  The  duties  which,  if  this  proposal  were 

adopted,  would  still  attach  to  the  office  of  Assessor 

would  be : — 

(a)  affixing  the  public  general  notice  calling  upon 
taxpayers  to  make  returns  or  giving  par- 
ticulars of  appeal  meetings  (assuming  that 
this  method  of  giving  notice  is  retained) ; 
and  serving  particular  return  forms  and 
notices  in  occasional  cases  in  which  service 
by  post  is  impracticable ; 

(li)  compiling  and  delivering  annually  to  the  Sur- 
veyor a list  of  all  persons  in  the  Assessor’s 
area  chargeable  under  Schedule  D ; 

(c)  affording  the  Surveyor  information  as  to  re- 

movals, deaths,  retirements  and  other 
similar  changes  in  the  Assessor’s  area,  and 
generally  acting  as  an  informant  and 
adviser  with  regard  to  local  conditions. 

23.078.  (46)  In  the  evidence  on  the  subject  of  Col- 
lectors of  Taxes  a suggestion  has  been  put  forward 
that  the  appointment  of  Collectors  should  be  made 
in  all  cases  by  the  Board  of  Inland  Revenue.  As  is 
explained  in  paragraph  15  above,  the  persons 
appointed  as  Assessors  in  England  are  with  rare 
exceptions  also  appointed  as  Collectors.  The  Board, 
therefore,  suggest  that  the  appointment  of  Assessors 
should  likewise  be  made  by  them,  and  that  the  law 
should  be  amended  accordingly.  It  would  be  neces- 
sary to  revise  the  remuneration  of  Assessors  to  corre- 
spond with  the  new  conditions  and  the  law  would 
require  to  be  amended  accordingly. 

23.079.  (47)  At  present  the  office  of  Assessor  is 
compulsory.  This  is  an  anachronism  and  in  practice 
compulsion  is  never  resorted  to.  It  is  suggested  that 
the  power  of  compulsion  should  be  abolished. 

23.080.  (48)  As  has  been  explained  in  the  evidence 
on  the  subject  of  Clerks  to  Commissioners,  the  adop- 
tion of  the  foregoing  proposals,  together  with  the 
transfer  to  the  Surveyor  of  Taxes  of  certain  functions 
now  entrusted  to  the  Clerk  to  the  Commissioners, 
would  result  in  the  whole  of  the  clerical  and  routine 
work  in  connection  with  the  assessment  procedure,  as 
well  as  the  whole  of  the  technical  work  in  connection 
with  the  making  of  assessments  under  Schedules  A. 
B,  D and  E (with  the  exception  of  the  compilation  of 
the  list  of  persons  chargeable  under  Schedule  D — (see 
paragraph  45  (b)  ),  being  carried  out  by  the  Surveyor 
as  the  pivotal  official. 

23.081.  (49)  The  advantages  which  would  result 
from  such  a unified  procedure  have  already  been 
enumerated  in  the  evidence  regarding  Clerks  to  Com- 
missioners. The  simplification  of  administration 
would  rosult  in  a further  gain  to  the  taxpaying 
public,  inasmuch  as,  instead  of  receiving  forms  of 
return  from  one  official  (the  Assessor),  having  to 
answer  the  enquiries  of  a second  official  (the  Sur- 
veyor), and  receiving  notices  of  assessment  from  a 
third  official  (the  Clerk  to  Commissioners),  the  tax- 
payer would  be  required,  in  regard  to  these  matters, 
to  deal  solely  with  a single  official  (the  Surveyor) 
except  in  the  very  small  number  of  cases  in  which 
a personal  appeal  to  the  General  Commissioners 
proved  to  be  necessary.  In  addition,  as  explained  in 
the  official  evidence  presented  by  Mr.  Harrison,  this 
reform  would  facilitate  improvements  in  the  character 
of  the  general  return  form  which  the  present  system 
precludes.  An  instance  of  this  is  to  be  found  in  the 
simplified  form  of  return  issued  by  the  Surveyor  to 
weekly  wage-earners. 

23.082.  (50)  On  the  question  of  the  preservation  of 
the  secrecy  of  the  returns  made  by  taxpayers,  it  is 
not  at  all  uncommon  for  taxpayers  who  are  reluctant 
to  disclose  to  the  local  Assessor  particulars  of  their 
profits  or  of  their  total  income,  to  send  their  returns 
direct  to  the  Surveyor.  Bearing  in  mind  that  it  is 
no  part  of  the  Assessor’s  duty  to  make  allowances 
which  depend  upon  the  amount  of  the  total  income, 
it  is  highly  desirable  that  in  all  cases  returns  of 
profits  and  statements  of  total  income  should  be  sent 


direct  by  taxpayers  to  Government  offices  where  full 
precautions  can  be  observed  with  a view  to  ensuring 
secrecy.  s 

23.083.  (51)  Should  the  suggested  transfer  of  duties 
be  made  the  question  of  compensation  may  arise  in 
some  cases  and  would  presumably  be  left  to  be  dealt 
with  by  the  Treasury. 

23.084.  (52)  As  in  the  case  of  Clerks  to  Commis- 
sioners, any  change  in  the  position  of  Assessors  in 
regard  to  Income  Tax  would  involve,  as  a corollary, 
a corresponding  change  in  regard  to  Inhabited  House 
Duty.  As  the  Assessor  of  Income  Tax  is  frequently 
the  Assessor  of  Land  Tax,  the  position  of  the  Assessor 
of  Land  Tax  will  require  consideration : the  point 
is  merely  mentioned  as  it  perhaps  does  not  fail 
within  the  terms  of  reference  of  the  Royal  Com- 
mission. 

No.  IV.— THE  POSITION  IN  THE  SCHEME  OP 
INCOME  TAX  ADMINISTRATION  OP  THE 
COLLECTORS  OF  TAXES. 

Introductory. 

23.085.  (1)  A Collector  of  Taxes  is  appointed  to 
act  for  each  parish  or  collection  area  in  the  United 
Kingdom.  In  England  and  Wales  about  four-fifths 
of  the  Collectors  are  appointed  by  the  General  Com- 
missioners for  the  various  divisions.  The  remaining 
one-fifth — including  the  Collectors  for  many  of  the 
most  important  cities  and  towns  in  the  country — are 
appointed  by  the  Board  of  Inland  Revenue.  In 
Scotland  all  the  Collectors  are  appointed  by  the 
Treasury.  In  Ireland  they  are  appointed  by  the 
Special  Commissioners. 

23.086.  (2)  The  main  purpose  of  this  evidence 
is : — 

(«)  to  explain  the  method  of  appointment  of 
Collectors  of  Taxes; 

(6)  to  explain  the  functions  of  Collectors  of 
Taxes,  and  the  system  of  accounting  and 
control  actually  adopted ; 

(c)  to  suggest  for  the  consideration  of  the 
Royal  Commission  certain  modifications  in 
the  method  of  appointment,  control  and 
recruitment  of  Collectors  which,  in 
the  judgment  of  the  Board  of  Inland 
Revenue,  experience  has  shown  to  be 
desirable  in  the  public  interest. 

23.087.  (3)  The  references  throughout  this  evi- 
dence are  to  the  Income  Tax  Act  of  1918,  except 
where  otherwise  stated. 

Method  of  appointment,  number,  and  remunera- 
tion of  Collectors  of  Taxes. 
Appointment. — Historical  note. 

23.088.  (4)  Prior  to  1879,  Collectors  of  Taxes  for 
each  parish  or  assessment  area  in  England  and 
Wales  were  nominated  by  the  Assessors  for  the 
respective  parishes.  The  General  Commissioners, 
however,  were  not  bound  to  appoint  the  persons  so 
nominated,  but  could,  if  they  thought  fit,  appoint 
other  suitable  persons 

23.089.  (5)  The  office  of  Collector  was  compulsory, 
and  as  a result  many  persons  were  compelled  to 
serve  the  office  against  their  inclination.  The 
twenty-third  report  of  the  Board  of  Inland  Revenue 
for  the  year  ended  31st  March,  1880  (page  47), 
records  that  “ complaints  were  constantly  made  in 
consequence  of  the  appointment  of  persons  whose 
social  position  or  business  engagements  rendered 
them  unwilling  to  perform  the  duties.  In  some 
instances  the  persons  appointed  preferred  to  be 
fined  rather  than  act,  and  in  others  they  paid 
deputies  (for  whose  acts  or  defaults  they  were 
responsible)  to  collect  the  taxes  for  them ; and  even 
when  neither  of  these  courses  was  adopted  a con- 
siderable amount  of  discontent  was  frequently 
caused  by  the  appointment  of  persons  to  whom  the 
office  was  more  or  less  distasteful.” 

23.090.  (6)  By  the  Customs  and  Inland  Revenue 
Act  of  1879  the  nomination  of  Collectors  by  the 
Assessors  was  abolished  and  the  persons  nominated 
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to  the  office  of  Collector  by  the  General  Commis- 
sioners were  given  the  right  of  refusal.  In  these 
circumstances  the  District  Commissioners  being  no 
longer  in  a position  to  compel  the  services  of 
Collectors,  it  became  necessary  to  provide  against 
any  failure  in  the  appointment  of  suitable  persons. 
The  Act  of  1879  accordingly  directed  that,  in  case 
Collectors  for  any  parish  should  not  he  appointed 
on  or  before  the  31st  May  in  any  year,  the  power 
of  appointing  Collectors  for  such  parish  for  that 
vear  and  every  subsequent  year  should  vest  in  the 
Board  of  Inland  Revenue. 

Present  position. 

23.091.  (7)  The  position  as  it  exists  to-day  is 
shown  in  the  following  paragraphs  8 to  18. 

Appointment  of  General  Commissioners. 

23.092.  (8)  The  General  Commissioners  in  England 
and  Wales  are  required  annually,  during  the  month 
of  April,  to  nominate  for  each  parish  in  the  division 
one  or  more  “ able  and  sufficient  ” inhabitants  to 
act  as  Collectors  of  Income  Tax.  The  persons 
nominated  may,  within  fourteen  days  after  receipt 
of  the  notice  of  nomination,  intimate  their  refusal 
to  accept  office.  In  the  case  of  any  parish  in  which 
there  is  no  resident  who  is  willing  to  accept  the 
office,  the  Commissioners  may  nominate  a resident 
in  a neighbouring  parish.  On  the  expiration  of  the 
fourteen  days  allowed  for  notice  of  refusal  of  office 
the  Commissioners  proceed  to  appoint  for  each 
parish  Collectors  from  amongst  such  of  the  persons 
nominated  as  have  not  intimated  their  intention  to 
refuse  office.  (Sec.  80.) 

Appointment  by  Board  of  Inland  Revenue. 

23.093.  (9)  If,  in  the  case  of  any  parish,  the 
General  Commissioners  fail  to  appoint  a Collector 
on  or  bofore  the  31st  May,  the  power  to  appoint  a 
Collector  for  the  parish  in  question,  both  for  that 
year  and  for  all  subsequent  years,  becomes  vested  in 
the  Board  of  Inland  Revenue.  (Sec.  84  (1).)  So  far, 
this  has  actually  happened  in  the  case  of  about 
1,100  parishes  or  unions  of  parishes. 

23.094.  (10)  Further,  in  the  case  of  parishes  in 
which  the  power  of  appointment  remains  with  the 
General  Commissioners,  the  Board  of  Inland 
Revenue  may,  if  they  think  fit,  before  the  31st  July 
in  any  year  of  assessment,  give  notice  to  those  Com- 
missioners that  they  intend  to  appoint  a Collector 
of  quarterly  assessments  on  weekly  wage-earners. 
(Sec.  131  & Statutory  Regulations).  In  such  cir- 
cumstances the  Collector  appointed  by  the  General 
Commissioners  has  no  power  to  act  in  regard  to 
quarterly  assessments.  The  Board  of  Inland  Revenue 
have  so  far  exorcised  this  right  of  appointment  in 
the  case  of  about  550  parishes. 

23.095.  (11)  If  a Collector  appointed  by  the 
General  Commissioners  dies,  and  the  vacancy  is  not 
filled  by  those  Commissioners  within  40  days  from 
the  date  of  death,  the  power  of  appointment  for 
that  year  (but  not  for  subsequent  years)  falls  to  the 
Board  of  Inland  Revenue.  (Sec.  84  (2).) 

23.096.  (12)  In  the  case  of  any  parish  for  which 
a Collector  is  to  be  appointed  by  the  General  Com- 
missioners, the  Board  of  Inland  Revenue  may, 
whenever  they  think  fit,  give  notice  to  those  Com- 
missioners that  they  require  security  to  be  given. 
If,  in  those  circumstances,  there  is  neglect  or  delay 
m appointing  a Collector  who  has  given  the  required 
security,  the  power  of  appointment  for  that  year 
(hut  not  for  subsequent  years)  may  be  exercised  by 
the  Board  of  Inland  Revenue.  If  any  person  pre- 
viously nominated  or  appointed  Collector  for  that 
year  by  the  General  Commissioners  fails  to  give 
seciirity  within  the  time  limited  in  the  Board’s 
notice,  his  nomination  or  appointment  lapses. 
(Secs.  81  & 84  (3).) 

23.097.  (13)  Collectors  appointed  by  the  Board  of 
Inland  Revenue  have  precisely  the  same  powers  as 
Collectors  appointed  by  the  General  Commissioners. 
(Sec.  84  (4).) 


Collectors  of  Customs  and  Excise. 

23.098.  (14)  When,  in  1879,  the  power  of  appoint- 
ment of  Collectors  in  the  circumstances  explained 
in  paragraph  6 was  vested  in  the  Board  of  Inland 
Revenue,  that  Board  had  under  its  control,  as  part 
of  its  Excise  Branch,  a body  of  permanent  officials 
known  as  Collectors  of  Inland  Revenue,  who  were 
stationed  in  the  most  important  centres  of  popula- 
tion throughout  the  country. 

23.099.  (15)  As  the  result  of  experiments  in 
various  parts  of  the  country  the  Board,  in  1883-4, 
adopted  as  their  general  policy  the  plan  of  appoint- 
ing the  Collectors  of  Inland  Revenue  as  the 
Collectors  of  Income  Tax  under  Schedules  D and  E 
for  any  parish  for  which  the  appointment  became 
vested  in  the  Board,  and  of  appointing  local 
Collectors  to  collect  the  Income  Tax  under  Schedules 
A and  B,  the  Inhabited  House  Duty  and  the  Land 
Tax.  Where  this  was  done  the  Collector  of  Inland 
Revenue  performed  the  duties  of  an  ordinary 
Collector,  except  that  all  personal  applications  for 
payment  of  the  tax  were  made  by  officers  of  Inland 
Revenue  (Excise  Officers),  who  for  this  purpose  were 
known  as  “ Associated  Officers,”  being  associated 
by  name  with  the  Collector  of  Inland  Revenue  in 
the  warrant  of  appointment  issued  by  the  Board. 

23.100.  (16)  In  1909  the  management  of  duties  of 
Excise  was  transferred  from  the  Board  of  Inland 
Revenue  to  the  Board  of  Customs,  now  known  as 
the  Board  of  Customs  and  Excise.  The  Collectors 
of  Inland  Revenue  thus  became  Collectors  of  Cus- 
toms and  Excise,  and  ceased  to  be  under  the  juris- 
diction of  the  Board  of  Inland  Revenue.  Arrange- 
ments were  nevertheless  made,  despite  the  adminis- 
trative difficulties  inseparable  from  dual  control,  by 
which  the  Collectors  in  question  continued  to  act  as 
Collectors  of  Income  Tax  under  Schedules  D and  E. 
Since  1909,  however,  the  Board  have  in  a number 
of  cases  appointed  local  persons  to  collect  the 
Income  Tax  under  Schedules  D and  E as  well  as 
under  Schedules  A and  B.  In  all,  there  are  now 
about  72  local  Collectors  (acting  for  102  parishes  or 
collecting  areas)  who  are  appointed  by  the  Board 
to  collect  the  tax  under  Schedules  A,  B,  D and  E. 

Scotland. 

23.101.  (17)  In  Scotland,  over  the  greater  part  of 
the  country,  the  Collectors  of  Customs  and  Excise 
collect  the  Income  Tax  under  Schedules  A and  B as 
well  as  under  Schedules  D and  E.  In  the  remainder 
of  the  country  the  tax  under  Schedules  A,  B,  D and 
E is  collected  by  local  Collectors  These  latter 
Collectors,  who  are  sometimes  Distributors  of  Stamps, 
hold  their  appointments,  which  are  unestablished,  at 
the  pleasure  of  the  Treasury. 

Ireland. 

23.102.  (18)  In  Ireland  the  Collectors  of  Customs 
and  Excise  collect  the  Income  Tax  under  Schedules 
D and  E throughout  the  country,  the  collection  of  the 
tax  under  Schedules  A and  B being  entrusted  to 
local  Collectors.  The  latter  Collectors  are  appointed 
annually  by  the  Special  Commissioners. 

Security. — Historical  note. 

23.103.  (19)  Prior  to  1854,  parishes  in  England  and 
Wales  were  in  all  cases  answerable  for  the  defaults  of 
their  Collectors.  In  that  year,  as  is  explained  in  the 
Twenty-third  Report  of  the  Board  of  Inland 
Revenue,  the  question  of  security  was  dealt  with  in 
the  Act  17  and  18  Victoria,  cap.  85,  the  preamble  of 
which  recited  that,  under  the  Acts  relating  to  Land 
Tax,  Income  Tax  and  Inhabited  House  Duty,  the 
respective  Commissioners  acting  in  the  execution  of 
the  said  Acts  were  authorized  to  require  Collectors 
to  give  good  and  sufficient  security,  but  that,  owing 
to  the  omission  of  those  Commissioners  to  require 
such  security,  or  owing  to  the  inability  of  the  persons 
appointed  Collectors  to  furnish  the  security,  the  in- 
habitants of  many  parishes  had  suffered  by  being 
subjected  to  re-assessment  for  moneys  collected  and 
mis-appropriated  by  their  Collectors.  To  provide  a 
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remedy  for  this  state  of  things  the  Act  of  1854 
enacted  that  the  Board  of  Inland  Revenue  might, 
whenever  they  should  think  fit,  require  that  any 
Collector  should  give  security  to  their  satisfaction  for 
the  due  payment  of  moneys  to  he  collected  by  him, 
and  in  the  event  of  a failure  to  furnish  such  security 
they  were  authorized  to  appoint  such  persons  as  they 
thought  fit  to  be  Collectors.  Where  either  security 
was  taken  or  the  Collector  was  appointed  by  the 
Board  of  Inland  Revenue,  the  parish  was  absolved 
from  all  responsibility. 

23.104.  (20)  The  Report  goes  on  to  state  that,  as 
the  interests  of  the  Revenue  were  not  involved,  the 
Board  had  not  made  it  their  practice  to  call  for 
security  unless  requested  to  do  so  by  the  District 
Commissioners  or  by  other  persons  having  an  interest 
in  the  relief  of  the  parish  from  its  liability  to  re- 
assessment. and  that  in  the  year  1879-80  advantage 
had  been  taken  of  the  provisions  in  question  in  the 
case  of  only  470  parishes. 

Security  to  General  Commissioners. 

23.105.  (21)  The  present  position  is  that  the 
General  Commissioners  may  require  Collectors  on 
their  appointment  to  give  security.  Any  two  or  more 
taxpayers  in  a parish  may  also,  by  notice  in  writing, 
require  the  Commissioners  to  take  security,  and  after 
such  request  the  Commissioners  may  not  appoint  a 
person  who  has  not  given  security.  The  security 
may  be  by  a joint  and  several  bond  with  at  least  two 
sureties  and  may  be  in  a sum  equal  to  the  whole  of 
the  tax  charged  in  the  collection.  (Sec.  83.) 

Security  to  Board  of  Inland  Revenue. 

23.106.  (22)  The  Board  of  Inland  Revenue  also  may 
(as  explained  in  paragraph  12)  require  security  to  be 
given,  in  which  event  the  securitv  is  to  be  either  bv 
bond  to  the  Crown  with  approved  sureties  or  bv  such 
security  as  the  Board  may  determine.  (Sec.  82  (1).) 

Scotland. 

23.107.  (23)  In  Scotland  security  is  to  be  given  by 
the  persons  appointed  bv  the  Treasury  before  thev 
act  as  Collectors.  (Sec.  85  (4).) 

Ireland. 

23.108.  (24)  In  Ireland  security  is  in  practice  re- 
quired to  be  given  by  the  Collectors  though  there  is 
no  specific  provision  to  that  effect. 

Generally. 

23.109.  (25)  In  practice  the  common  form  of  giving 
security  to  the  Crown  is  for  the  Collector  to  take  out 
a policy  of  guarantee  with  a society  approved  by 
the  Board,  though  personal  bonds  with  sureties  are 
not  unusual. 

23.110.  (26)  Where  a Collector  has  been  required 

to  give  security  the  duplicates  of  the  assessments  and 
the  warrants  to  collect  the  tax  shown  therein  are  not 
to  be  delivered  to  him  until  he  has  given  securitv 
(Sec.  153  (3).)  3 

Declaration  of  secrecy. 

23.111.  (27)  Before  a Collector  begins  to  act  in 
regard  to  Income  Tax.  Schedule  D.  he  is  required  to 
make  a declaration  of  secrecy.  (Sec.  89.) 

Revocation  of  appointment. 

23.112.  (28)  The  General  Commissioners,  or  the 
Board  of  Inland ‘Revenue  respectively,  may  revoke 
the  appointment  of  a Collector  appointed  by  them 
whenever,  through  wilful  neglect  on  his  part,  delay 
or  failure  has  occurred  in  the  collection,  and  may 
appoint  a successor.  (Sec.  178  (1),  (2).) 

Number  of  Collectors. 

23.113.  (29)  As  explained  in  the  evidence  on  the 
subject  of  Assessors  of  Taxes,  although  there  are 
15,000  parishes  in  England  and  Wales  the  number  of 
assessment  and  collection  areas  has  been  reduced  to 
about  6,700.  In  certain  cases  the  same  person  is 
appointed  to  act  as  Collector  for  more  than  one 


collection  area,  and  the  total  number  of  active  in- 
dividual Collectors  in  England,  including  Collectors 
of  quarterly  assessments,  is  now  about  4,400.  Of  this 
number  the  General  Commissioners  appoint  about 
3,300  and  the  Board  of  Inland  Revenue  about  800 
The  remaining  300  are  appointed  for  part  of  their 
area  by  the  District  Commissioners  and  for  another 
part  by  the  Board.  The  appointments  made  by  the 
Board  include  those  for  many  of  the  most  important 
cities  and  towns  in  the  country.  A list  of  these 
places  is  given  in  Annexe  I.  In  Scotland  the 
number  of  Collectors,  including  40  who  collect 
quarterly  assessments  only,  but  excluding  Collectors 
of  Customs  and  Excise,  is  56.  In  Ireland  the  number 
of  local  Collectors,  including  Collectors  of  quarterly 
assessments,  is  129. 

Remuneration. 

23.114.  (30)  Until  the  year  1891-2  the  Collectors  of 
Income  Tax,  like  the  Assessors,  were  in  England  re- 
munerated by  a poundage  of  l^d.  in  the  £ on  the 
amount  of  Income  Tax  collected.  (Taxes  Manage- 
ment Act,  1880,  Sec.  80.) 

23.115.  (31)  With  few  exceptions  the  persons 
appointed  Collectors  in  England  and  Wales  are  also 
appointed  Assessors  for  the  same  area  and  usually 
also  act  as  Assessors  and  Collectors  of  Inhabited  House 
Duty  and  Land  Tax.  Where  the  total  remuneration 
in  respect  of  all  three  taxes  exceeded  a sum  which,  iu 
the  opinion  of  the  General  Commissioners  for  the 
division,  represented  fair  remuneration,  those  Com- 
missioners were  empowered  to  fix  the  amount  of  the 
remuneration.  The  maximum  allowable  was  fixed  at 
£1,000,  exclusive  of  necessary  office  expenses. 
(Customs  and  Inland  Revenue  Act,  1885,  Sec.  25.) 

23.116.  (32)  In  the  year  1891-2  poundage  was 
abolished  and  it  was  enacted  that  a Collector  should 
receive  such  remuneration,  not  being  less  than  the 
amount  paid  for  the  year  1S90-1,  as  the  Board  of 
Inland  Revenue,  with  the  approval  of  the  Treasury, 
might  direct,  but  the  power  of  the  General  Com- 
missioners ( see  paragraph  31)  to  reduce  that  amount, 
where  they  thought  fit,  was  retained.  (Secs.  87  and 

23.117.  (33)  In  the  event  of  a change  in  any  area 
of  assessment  the  General  Commissioners  for  the 
division  may  apportion  the  remuneration  as  they 
think  fit.  (Sec.  87.) 

23.118.  (34)  In  Scotland  such  salaries  and  allow- 
ances are  granted  to  Collectors  as  the  Treasury  think 
fit.  (Sec.  85  (3).) 

23.119.  (35)  In  Ireland  Collectors  receive  such 
reasonable  remuneration  for  their  services  as  the 
Treasury  may  grant.  (Sec.  198.) 

23.120.  (36)  A war  bonus  has  been  granted  to 
Collectors  to  meet  the  increased  cost  of  living, 
clerical  expenses,  &c. 

23.121.  (37)  Excluding  war  bonus,  the  aggregate 
remuneration  payable  to  Collectors  (other  than  Col- 
lectors of  Customs  and  Excise  and  Associated  Officers) 
in  England  and  Wales  for  the  year  1919-20  in  respect 
of  Income  Tax  is  estimated  at  about  £572,000.  A 
statement  is  attached  (Annexe  II.)  showing  the 
classification  of  the  combined  aggregate  remuneration 
(namely  £661,000)  payable  to  Assessors  and  Collectors 
of  Income  Tax,  Inhabited  House  Duty  and  Land  Tax 
in  England  and  Wales  for  1919-20.  Statements  are 
also  attached  (Annexes  III.  and  IV.)  showing  the 
remuneration  payable  to  local  Collectors  in  Scotland 
and  Ireland  respectively.  The  aggregate  remunera- 
tion of  Collectors  in  England  and  Wales  appointed  by 
the  General  Commissioners  is  about  £400,000,  while 
that  of  Collectors  appointed  by  the  Board  of  Inland 
Revenue  is  about  £224,000. 

23.122.  (38)  In  considering  these  figures  it  should 
be  remembered  that  the  remuneration  is  a gross 
amount  intended  to  cover  not  only  the  Collector’s 
personal  services  but  also  the  cost  of : — 

(a)  office  accommodation; 

(b)  travelling  and  incidental  expenses; 

(c)  any  clerical  assistance  which  it  may  be  found 

necessary  to  engage. 

In  the  great  majority  of  cases  the  Collector  uses  a 
room  in  his  residence  as  his  office — it  is  only  in  a 
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small  minority  of  cases  (about  ten  per  cent.)  that  a 
separate  office  is  required. 

Functions  of  Coiu.ectors  of  Taxes. 

Duplicates  of  assessment. 

23  123.  (39)  As  soon  as  the  assessments  have  been 
allowed  by  the  General  Commissioners  and  the  time 
for  hearing  appeals  has  expired,  the  Clerk  to  Com- 
missioners prepares  a duplicate  of  the  assessments 
for  delivery  to  the  Collector.  The  duplicate  is  signed 
by  two  Commissioners,  and,  where  they  have 
appointed  the  Collector,  contains  a warrant  authoriz- 
ing him  to  proceed  with  the  collection.  Where  the 
Collector  has  been  appointed  by  the  Board  of  Inland 
Revenue,  the  warrant  is  a separate  document  and  is 
signed  by  two  members  of  that  Board.  (Sec.  153  (1).) 

23,124"  (40)  The  duplicate  shows  the  total  amount 
of  tax  given  thereby  in  charge  for  the  Collector  to 
collect,  together  with  particulars  of  the  assessments 
in  such  form  as  the  Board  of  Inland  Revenue  may 
prescribe.  (Sec.  215  and  Sixth  Schedule.) 

23.125.  (41)  The  main  delivery  of  duplicates  to 
the  Collectors  takes  place  yearly  in  November  and 
December  in  preparation  for  the  collection  of  tax 
due  on  the  following  1st  January. 

First  demand  notes. 

23.126.  (42)  On  receipt  of  his  duplicates,  the  Col- 
lector proceeds  to  prepare  what  are  termed  first 
demand  notes,  which  are  issued  through  the  post  to 
the  taxpayers  named  in  the  duplicates.  The  demand 
note  sets  forth  that  the  tax  applied  for  is  due  on 
the  1st  January  and  is  payable  on  or  before  that 
date.  (Secs.  158  (1)  and  220  (8)  (a).) 

23.127.  (43)  The  preparation  of  the  demand  notes 
is  largely  a matter  of  simple  transcription  of  the 
particulars  appearing  in  the  duplicates,  but  in  the 
case  of  Income  Tax,  Schedule  A,  it  is  customary  for 
the  Collector  to  group  together  on  the  same  demand 
note  particulars  of  properties  belonging  to  the  same 
owner. 

Issue  of  receipts. 

23.128.  (44)  On  receiving  payment  of  tax  the  Col- 
lector is  bound  to  give  a receipt  on  the  prescribed 
form  and  to  enter  particulars  of  the  payment  in  his 
duplicate.  He  is  also  required  to  enter  the  amount 
in  an  official  cash  book,  where  the  size  and  importance 
of  the  collection  warrant  the  use  of  this  book.  (Secs. 
158  (3)  and  172  (3).) 

Second  demand  notes. 

23.129.  (45)  Where  the  tax  charged  has  not  been 
paid  by  the  21st  January,  or  within  twenty-one  days 

, after  the  issue  of  the  first  demand  note,  whichever 
date  is  the  later,  the  Collector  proceeds  to  call  per- 
sonally upon  each  taxpayer  in  arrear.  Where  the 
duty  is  not  then  paid  or  where  an  assurance  of  early 
payment  cannot  be  obtained,  the  Collector  leaves 
at  the  taxpayer’s  address  a second  demand  note. 
This  demand  note  refers  to  the  previous  application 
and  requests  that  the  tax  overdue  may  be  remitted 
within  ten  days. 

Final  demand  notes. 

23.130.  (46)  The  next  formal  stage  in  the  Col- 
lector’s proceedings  is  not  reached  before  the  20th 
February,  when,  if  the  Collector  is  satisfied  that 
the  tax  will  not  be  paid  except  under  compulsion, 
he  is  authorized  to  serve  a.  third  and  final  demand 
which  gives  notice  that,  unless  the  tax  due  is  paid 
within  seven  days,  he  will  take  proceedings  for  its 
recovery  by  distraint. 

Distraint. 

23.131.  (47)  Where  it  finally  proves  necessary  to 
resort,  in  England  and  Wales  or  Ireland,  to  recovery 
by  distraint  the  distress  is  levied:  — 

(1)  for  arrears  in  respect  of  lands  and  houses 
assessed  under  Schedule  A — upon  goods 
found  upon  the  property  charged; 


(2)  for  other  arrears  under  Schedule  A,  and  for 
arrears  assessed  under  Schedules  B,  D and 
E — upon  the  goods  of  the  person  assessed. 
The  Collector  must  be  present  at  and  direct  the 
proceedings  at  any  levy  of  distress.  (Sec.  162.) 

Second,  instalment  collection. 

23.132.  (48)  The  procedure  in  regard  to  the  collec- 
tion of  the  instalment  of  tax  due  on  1st  July  is  on 
similar  lines  to  those  above  stated  for  the  January 
collection.  (Sec.  162  (3).) 

Miscellaneous  work  of  Collector. 

23.133.  (49)  During  the  course  of  each  collection, 
the  Collectors  in  England  and  Ireland  are  required 
to  verify  all  claims  to  allowances  on  account  of  pro- 
perties being  unoccupied  during  the  year  by  obtain- 
ing certificates  in  the  prescribed  form  from  the 
owners  or  agents  concerned  or  other  satisfactory 
evidence.  Where  a tenant  has  left  without  paying 
his  rent,  and  the  owner  is  unable  to  recover  it,  the 
Collector  obtains  from  the  owner  a certificate  of  the 
rent  lost,  which  certificate  he  then  transmits  to  the 
Surveyor  in  order  that  the  necessary  adjustment 
may  be  made.  (In  Scotland,  the  adjustments  in 
respect  of  empty  properties  and  lost  rents  are  dealt 
with  by  the  Surveyor,  not  by  the  Collector.) 

23.134.  (50)  The  Collector  is  expected  to  deal,  as 
far  as  practicable,  with  simple  enquiries  addressed 
to  him  by  taxpayers.  Where  a taxpayer  wishes  to 
claim  an  allowance  ( e.g .,  in  respect  of  children,  wife, 
or  Life  Assurance),  previously  omitted  to  be  claimed 
bv  him,  the  Collector  furnishes  him  with  the  appro- 
priate form  and  assists  him  with  any  necessary  ex- 
planation, the  completed  form  being  then  forwarded 
to  the  Surveyor.  Where,  however,  the  taxpayer 
objects  on  some  specific  ground,  e.g.,  overcharge,  to 
the  amount  of  tax  charged  upon  him,  the  Collector 
refers  him  to  the  Surveyor.  In  all  cases  in  which 
an  allowance  or  reduction  is  found  to  be  due  (except 
those  relating  to  empty  properties  which  the  Col- 
lector is  authorized  to  make  on  his  own  responsibility), 
the  Surveyor  issues  an  order  to  the  Collector  showing 
the  amount  to  be  allowed  and  thereupon,  but  not 
until  then,  the  Collector  issues  an  amended  demand 
note  to  the  taxpayer.  (This  procedure  is  slightly 
varied  in  the  City  of  London  where  the  order,  though 
prepared  by  the  Surveyor,  is  actually  issued  by  the 
Clerk  to  Commissioners.) 

Certificates  of  removal. 

23.135.  (51)  Another  part  of  the  Collector’s  duties 
consists  in  tracing  persons  who  have  removed  and  in 
sending  the  necessary  notifications  to  the  Surveyor. 
(Sec.  168.)  Conversely,  in  addition  to  collecting  the 
tax  charged  in  the  duplicates  of  assessment  for  his 
own  parish,  a Collector  is  required  to  collect  any 
tax  left  unpaid  by  persons  who  are  assessed  in  other 
parishes  but  who  reside  in  or  have  removed  to  his 
parish.  When  payment  is  obtained  the  amount  is 
remitted  by  the  receiving  Collector  to  the  Collector 
for  the  parish  ir  which  the  arrear  was  assessed. 

Collectors  of  Customs  and  Excise. 

23.136.  (52)  In  England,  where  the  Collector  of 
Customs  and  Excise  acts  as  Collector  of  the  tax  under 
Schedules  D and  E,  and  throughout  Ireland,  the 
second  demand  notes  in  respect  of  the  tax  under 
those  Schedules  are  sent  through  the  post  before 
steps  are  taken  to  have  personal  application  made  by 
“ Associated  Officers.”  The  latter  officers  also  carry 
out  any  necessary  distraints. 

Scotland. 

23.137.  (53)  In  Scotland  the  Clerk  to  Commissioners 
issues  in  the  autumn  a notice  of  assessment.  This 
notice  is  so  drafted  as  to  serve  also  as  a first  demand 
note  in  respect  of  the  tax  due  on  1st  January  where 
no  appeal  is  made  against  the  assessment.  In  these 
circumstances,  the  first  application  actually  issued 

■ by  the  Collector  is  practically  a second  demand  and 
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is  not  issued  until  after  21st  January.  So  far  as 
Income  Tax  due  on  1st  July  is  concerned,  however, 
first  demand  notes  are  issued  in  the  ordinary  course 
by  Collectors  other  than  Collectors  of  Customs  and 
Excise.  In  the  case  of  areas  for  which  the  latter  act, 
the  notices  are  issued  by  the  Surveyor.  A further 
variation  in  Scotland  relates  to  the  distraint  pro- 
cedure. Any  distress  is  levied  not  by  the  Collector, 
but  by  the  Sheriff  Officer  on  a warrant  obtained  by 
the  Collector  from  the  Sheriff  or  General  Commis- 
sioners. 

Assessments  on  weekly  wage-earners. 

23.138.  (54)  In  the  case  of  tax  assessed  quarterly 
on  the  wages  of  weekly  wage-earners  a like  pro- 
cedure, with  some  necessary  modifications,  is  adopted. 
The  quarterly  notice  of  assessment  issued  by  the 
Surveyor  serves  also  as  a first  demand  note.  In 
certain  oases  the  Collector  supplies  the  taxpayer  with 
a special  card,  to  which  to  affix  Income  Tax  stamps 
if  the  taxpayer  wishes  to  adopt  that  method  of 
payment.  Where  payment  cannot  be  obtained,  the 
liability  is  enforced  usually  by  summary  proceedings 
in  Court,  these  proceedings  being  instituted  by  the 
Collector. 

Accounting  procedube,  control,  &o. 

Banking  arrangements. 

23.139.  (55)  The  Board  of  Inland  Revenue  are  em- 
powered to  prescribe  regulations  to  be  observed  by 
all  Collectors  as  regards  the  method  of  remittance  to 
the  Exchequer  of  the  moneys  collected  by  them.  (Sec. 
172  (1)  (c).) 

23.140.  (56)  Briefly,  the  plan  adopted  is  to  open 
with  a local  bank  an  account  in  the  name  of  the  Board 
of  Inland  Revenue,  into  which  the  Collector  is  re- 
quired to  pay  the  proceeds  of  his  collection  daily  or 
at  frequent  intervals  and  on  which  he  is  not  em- 
powered to  draw.  These  lodgments  accumulate  at  the 
bank  during  the  period  of  a week  (usually  ending  on 
a Wednesday).  On  the  Wedensday  following  the  end 
of  such  “week  of  accumulation  ” the  head  office  of  the 
bank  remits  the  sum  so  accumulated  at  its  various 
branches  to  the  Bank  of  England  on  behalf  of  the 
Exchequer.  The  bank  and  the  Collector  each  report 
independently  to  the  Surveyor  the  amount  lodged 
during  the  week  of  accumulation,  and  the  Surveyor, 
after  settlement  of  any  discrepancy  between  the 
Collector’s  figures  and  the  bank’s  figures,  reports  to 
the  Accountant  General  at  Somerset  House  the  aggre- 
gate amount  of  the  lodgments  made  by  all  the  Col- 
lectors in  his  district  for  the  particular  week.  No 
money  passes  at  any  time  through  the  hands  of  the 
Surveyor  or  his  staff. 

Ledger  accounts. 

23.141.  (57.)  A ledger  account  is  kept  by  the  Sur- 
veyor against  each  Collector  in  his  district.  In  this 
account  the  Collector  is  debited  with  the  total  amount 
of  tax  charged  in  the  duplicates  delivered  to  him, 
and  is  credited  week  by  week  with  the  amounts  lodged 
in  the  official  banking  account. 

Delivery  of  schedules  of  arrears  and  deficiencies. 

23.142.  (58)  The  Board  of  Inland  Revenue  are  em- 
powered to  appoint  a day  on  or  before  which  the 
Collector  shall  pay  over  all  tax  collected  by  him,  and 
shall  deliver  to  the  Surveyor  schedules  of  arrears, 
verified  on  oath,  showing  the  name  of  every  person  in 
the  parish  from  whom  he  has  not  received  the  tax 
charged,  together  with  the  amount  in  arrear.  (Sec. 
172  (1)  (a),  (b).) 

23.143.  (59)  The  Collector  is  also  required  (Sec.  175) 
to  deliver  to  the  General  Commissioners  schedules  of 
deficiencies  containing  particulars  of:  — 

(.11  sums  discharged  as  not  payable; 

(21  sums  charged  upon  and  remaining  unpaid  by 
every  defaulter  with  the  particular  reason 
for  returning  such  sum  in  default. 


23.144.  (60)  In  practice,  the  Board  of  Inland 
Revenue  prescribe  dates  (which  vary  according  to  the 
size  of  the  collection)  on  or  before  which  each  local 
Collector  is  required  to  deliver  schedules  of  deficiencies 
relating  respectively  to  the  tax  due  on  1st  January 
and  1st  July.  For  the  January  collection  the  dates 
fixed  are  February  28th,  March  31st  and  April  30th. 
For  the  July  collection  the  corresponding  dates  are 
August  31st,  September  30th  and  October  31st.  The 
preparation  of  schedules  of  arrears  (which  are  applic- 
able where  an  interim  balancing  of  the  Collector’s 
accounts  is  desirable)  in  addition  to  schedules  of  defi- 
ciencies (which  are  delivered  on  the  date  for  closing 
the  Collector’s  accounts)  is  not  required  except  in 
cases  where,  owing  to  exceptional  circumstances,  such 
a course  is  necessary  in  order  to  safeguard  the 
Revenue. 

23.145.  (61)  The  sums  referred  to  as  discharged  and 
not  payable  are  the  numerous  allowances  made  during 
the  course  of  the  collection  in  respect  of  empty  pro- 
perties, reductions  in  rent,  overcharges,  cessations 
of  businesses  and  other  causes.  With  regard  to  the 
sums  due  but  not  paid  to  the  Collector,  each  of  these 
items  is  investigated  by  the  Surveyor  and  steps  are 
taken  to  ensure  their  prompt  collection  or  to  estab- 
lish the  fact  that  they  are  finally  irrecoverable. 

Supervision  by  Surveyor. 

23.146.  (62)  It  is  the  duty  of  the  Surveyor  during 
the  course  of  the  collection  to  satisfy  himself  that 
each  Collector  in  his  district  is  carrying  out  his  duties 
satisfactorily.  (Sec.  174.)  Where  he  is  dissatisfied 
with  the  conduct  of  any  Collector,  whether  appointed 
by  the  General  Commissioners  or  by  the  Board  of 
Inland  Revenue,  he  is  empowered  to  report  to  the 
General  Commissioners.  The  latter  are  thereupon  re- 
quired to  call  the  Collector  before  them,  to  examine 
him  on  oath  as  to  the  state  of  his  accounts  and  collec- 
tion, and  to  make  an  order  for  payment  of  any  sum 
found  to  be  due.  (Sec.  173.) 

Work  of  collection  now  practically  continuous 
throughout  the  year. 

23.147.  (63)  Prior  to  1915-16,  Income  Tax  was  col- 
lected in  one  sum  on  the  1st  January  in  the  year  of 
assessment,  and  in  consequence  the  great  bulk  of  the 
Collector’s  work  had  to  be  compressed  into  a period 
varying  from  two  months  to  five  months,  according  to 
the  size  of  his  collection.  Although,  therefore,  the 
remuneration  paid  to  the  Collectors  in  the  larger  cities 
and  towns  was  frequently  equal  to  that  paid  to 
“whole-time”  officials  of  a similar  grade,  there  was 
a great  difference  between  the  two  classes  inasmuch 
as  the  Collector’s  work  was  not  continuous  throughout 
the  year — a period  of  comparatively  quiet  months 
following  a period  of  intense  activity  during  which 
it  was  usually  only  possible  for  the  Collector  to  keep 
pace  with  the  demands  upon  him  by  working  over- 
time and  engaging  temporary  assistance. 

23.148.  (64)  This  state  of  affairs  has  been  radically 
altered  by  the  introduction  of  the  method  of  collec- 
tion of  a large  part  of  the  tax  by  instalments.  The 
whole  of  the  tax  under  Schedules  A,  B.  and  E,  and 
a considerable  part  of  the  tax  under  Schedule  D is 
now  collected  in  two  half-yearly  instalments  on  1st 
January  and  1st  July,  whilst  in  the  case  of  weekly 
wage-earners  the  tax  on  their  wages  is  collected 
quarterly.  Of  the  total  number  of  charges  to  tax, 
not  less  than  95  per  cent.*  are  now  collectible  either 
in  two  instalments  or  in  four  instalments,  with  the 
result  that  in  the  case  of  a collection  the  remunera- 
tion for  which  amounts  to  £200  per  annum  or  upwards, 
the  work  normallv  requires  the  continuous  services 
of  a “ whole-time  ” official. 


* The  proportion  of  the  aggregate  tax  which  is  payable  in 
instalments  is,  however,  much  smaller, 
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Collection  of  special  assessments  omd  letter 
assessments. 

23  149.  (65)  Before  passing  on  to  the  recommenda- 
tions of  the  Board  of  Inland  Revenue,  it  may  be 
useful  to  explain  the  procedure  with  regard  to  the 
collection  of  Income  Tax,  Schedule  D,  assessed  in 
Great  Britain  by  the  Special  Commissioners.  For 
the  year  1918-19  the  number  of  such  assessments 
was  12,662,  and  the  amount  of  tax  £14,751,266. 

23.150.  (66)  Notices  of  assessment  (which  also 
serve  as  first  demand  notes  where  no  appeal  is 
lodged)  are  issued  by  the  Special  Commissioners 
directing  the  taxpayer  to  remit  the  tax  due  on  the 
1st  January  to  the  Accountant  General  at  Somerset 
House  (or  to  the  Comptroller,  Edinburgh,  in  the  case 
of  Scotch  assessments).  As  payments  are  received 
at  the  Head  Office,  notifications  are  sent  to  the  Sur- 
veyors concerned,  who  record  them  in  their  ledgers. 
If  the  tax  remains  unpaid  on  21st  January,  the 
Surveyor  then  sends  the  taxpayer  a reminder. 
Towards  the  middle  of  February,  if  payment  is  still 
outstanding,  the  Surveyor  issues,  on  behalf  of  the 
Special  Commissioners,  a special  letter  warning  the 
taxpayer  that  unless  payment  is  made  by  a given 
date  the  case  will  be  put  into  the  hands  of  the  local 
Collector  for  collection — by  distraint  if  necessary. 
If  payment  is  still  delayed,  the  Special  Commissioners 
issue  a warrant  addressed  to  the  local  Collector  or 
“ Associated  Officer,”  as  the  case  may  require.  The 
Surveyor  informs  the  taxpayer  that  the  warrant  has 
been  received,  and  if  payment  is  not  received  within 
four  days  the  warrant  is  handed  to  the  Collector 
with  instructions  to  serve  a final  notice  prior  to 
taking  steps  for  reoovery.  At  the  same  time,  the 
taxpayer  is  informed  by  the  Surveyor  that  this  has 
been  done  and  that  payment  can  now  be  made  only 
to  the  local  Collector — not  to  the  Head  Office.  In 
practice,  the  proportion  of  cases  in  which  it  is  found 
necessary  to  issue  warrants  for  collection  locally  is 
very  small,  whilst  the  number  of  cases  in  which  it 
is  necessary  actually  to  resort  to  distraint  is 
negligible.  A similar  course  is  followed  in  connec- 
tion with  the  instalment  due  on  1st  July. 

23.151.  (67)  It  will  be  seen  from  the  foregoing 
that  the  cost  of  collection  of  special  assessments  is 
very  largely  reduced  to  the  cost  of  the  clerical  work 
involved  in  preparing  and  issuing  the  various  forms 
of  application,  recording  the  payments  received,  and 
preparing  and  issuing  official  receipts. 

23.152.  (68)  The  tax  assessed  by  the  General  Com- 
missioners under  a “ number  or  letter  ” is  also  pay- 
able direct  to  the  Accountant  General  at  Somerset 
House,  the  procedure  followed  being  analogous  to 
that  in  the  case  of  special  assessments.  Less  than 
1,000  cases  are  so  assessed. 

23.153.  (69)  It  may  also  be  mentioned  here  that 
the  local  Collectors  are  not  concerned  in  the  collec- 
tion either  of  Super-tax  or  Excess  Profits  Duty, 
which  are  paid  direct  to  the  Accountant  General  of 
Inland  Revenue. 

23,154  (70)  Before  leaving  the  question  of  the 
functions  and  method  of  control  of  Collectors,  I 
desire  to  state  that  I have  had  an  opportunity  of 
reading  the  evidence-in-chief  submitted  to  the  Royal 
Commission  by  Mr.  Stanley  Brown  on  behalf  of  the 
National  Association  of  Assessors  and  Collectors  of 
Government  Taxes,  and  that  there  are  sever#!  state- 
ments in  that  evidence  with  which  I am  not  in 
agreement,  e.g .,  paragraphs  37  and  46. 

Suggested  modifications  of  the  existing  system. 

Summary  of  present  position. 

23,155.  (71)  The  present  position  may  be  sum- 
marized as  follows: — In  England  and  Wales  the 
collection  of  Inoome  Tax  assessed  by  the  General 
Commissioners  is  organised  primarily  on  a parochial 
basis,  and  is  in  the  hands  of  a body  of  about  4,400 
local  Collectors  receiving  an  aggregate  remuneration, 
excluding  war  bonus,  of  £572,000.  Although  the 
whole  of  these  Collectors  are  to  all  intents  and  pur- 
poses in  the  employment  of  the  State  and  receive 
their  remuneration  directly  from  the  Exchequer, 
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they  do  not  form  part  of  the  civil  service,  and  the 
appointment  of  about  four-fifths  of  their  number  is 
vested  in  some  650  local  bodies  of  Commissioners. 
In  other  words,  the  appointment  tc  posts  involving 
a direct  annual  charge  upon  the  State  of  over 
£400,000  is  carried  out  by  local  bodies  on  a basis 
which,  however,  appropriate  to  the  past  conditions 
in  which  the  basis  was  prescribed  by  law,  has  now 
ceased  to  accord  with  modern  principles  of  appoint- 
ment to  Government  service.  Fui-ther,  whilst  in 
law  the  Local  Commissioners  act  as  the  disciplinary 
authority  in  regard  to  all  Collectors,  the  effective 
control  depends  in  practice  almost  wholly  upon  the 
supervision  exercised  over  the  Collectors  by  the  Sur- 
veyors of  Taxes  acting  under  the  instructions  of  the 
Board  of  Inland  Revenue. 

Becommendations. 

23.156.  (72)  In  these  circumstances,  the  Board  of 
Inland  Revenue  suggest  that,  owing  largely  to  the 
rapid  developments  in  the  Income  Tax  during  recent 
years,  the  time  has  come  when  it  is  necessary,  in  the 
public  interest,  that  the  organisation  of  the  collec- 
tion of  Income  Tax  should  be  definitely  removed 
from  the  existing  parochial  basis  to  a national  basis, 
involving  the  transfer  to  the  State  of  the  power  of 
appointment  and  control  of  all  persons  employed  in 
the  collection  of  the  tax.  In  short,  the  Board  sug- 
gest that  the  State  should  be  given  full  control  over 
the  expenditure  which'  it  is  required  to  defray. 

23.157.  (73)  In  greater  detail  the  Board’s  sugges 
tions  may  be  stated  thus:  — 

(1)  that  all  Collectors  of  Taxes  should  be  ap- 

pointed directly  by,  and  be  under  the  sole 
control  of,  the  Board  of  Inland  Revenue ; 

(2)  that,  as  far  as  practicable,  Collectors  of 

Taxes  should  be  “ whole-time  ” officials 
forming  part  of  the  regular  civil  service 
and  recruited  by  civil  service  methods; 

(3)  that,  as  far  as  practicable,  the  same  prin- 

ciples should  govern  the  employment  of 
clerks  to  Collectors  of  Taxes. 

23.158.  (74)  In  the  opinion  of  the  Board,  the 
adoption  of  these  recommendations  is  necessary  in 
the  interests  both  of  efficiency  and  economy.  At 
present  there  are  more  than  1,500  Collectors,  whose 
total  emoluments,  both  as  Assessor  and  Collector,  do 
not  exceed  £25  per  annum,  and  a further  770,  whose 
total  emoluments  do  not  exceed  £50  per  annum,  in 
each  case  exclusive  of  war  bonus.  That  is  to  say, 
the  pay  of  more  than  one-half  of  the  existing  body 
of  Collectors  is  less  than  £1  a week  (exclusive  of  war 
bonus).  In  these  circumstances  it  is  inevitable  that 
in  a large  number  of  cases  difficulty  is  experienced 
in  obtaining  the  services  of  satisfactory  Collectors, 
whilst  the  position  is  rendered  worse  by  the  frequency 
with  which  changes  occur.  Under  a scheme  by  which 
the  whole  of  the  Collectors  throughout  the  country 
were  appointed  by  a central  authority  it  would  be 
possible  to  amalgamate  into  one  collecting  area, 
irrespective  of  the  present  boundaries  of  the  divi- 
sions in  which  separate  bodies  of  Local  Commissioners 
have  jurisdiction,  such  parishes  as  were  adjacent  to 
one  another  and  could  properly  be  worked  together. 
The  increased  remuneration  which  would  attach  to 
the  larger  collection  would  materially  assist  in  secur- 
ing a more  efficient  type  of  Collector.  By  this 
means  the  number  of  Collectors  would  gradually  be 
substantially  diminished  whilst  the  standard  of  effi- 
ciency would  be  raised. 

23.159.  (75)  The  suggested  scheme  would  still  fur- 
ther promote  efficiency  by  rendering  it  possible  to 
give  all  new  entrants  a systematic  training  in  their 
duties  and  instruction  in  the  elements  of  Income  Tax 
law,  and  to  recognize  merit  and  experience  by  means 
of  promotion  from  less  important  to  more  important 
collections. 

23.160.  (76)  It  has  been  shown  that  a considerable 
proportion  of  every  Collector’s  duties  consists  of 
clerical  work  of  a simple  character,  and  the  alloca- 
tion of  this  work  to  clerks  of  a suitable  grade  would 
result  in  economy  in  the  larger  collectorships.  A 
further  considerable  economy  might  be  effected  in 
the  larger  cities  and  towns,  where  several  Collectors 
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are  at.  present  employed,  if  the  work  of  collection 
were  centralized  and  conducted  from  one  office  by  a 
single  staff. 


Impending  withdrawal l of  the  services  of  Collectors 
of  Customs  and  Excise. 

23,161.  (77)  It  is  necessary  in  this  connection  to 
consider  the  arrangements  under  which  (as  explained 
in  paragraph  16)  the  Collectors  of  Customs  and 
Excise  have  hitherto  continued  to  collect  the  Income 
Tax  under  Schedules  D and  E in  respect  of  the 
great  majority  of  the  parishes  for  which  Collectors 
are  appointed  by  the  Board  of  Inland  Revenue, 
t he  number  of  charges  to  tax  (including  second  in- 
stalment charges)  in  the  United  Kingdom  dealt  with 
• Collectors  of  Customs  and  Excise  for  1918-19  is 
estimated  at  about  2.000.000,  and  the  amount  of  tax 
at  about  £76,000,000. 


The  estimated  remuneration  for  Income  Tax  work 
performed  by  the  Customs  and  Excise  Department  is 
about  £60,000,  of  which  £40,000  is  borne  on  the 
Customs  and  Excise  Vote  and  £20.000  on  the  Inland 
Revenue  Vote.  The  latter  figure  includes  a sum  of 
£6,000  paid  to  the  “ Associated  Officers.”  The  num- 
ber of  “ Associated  Officers  ” concerned  in  the  col- 
lection of  Income  Tax  is  about  800,  the  periods  of 
time  devoted  by  them  to  Income  Tax  work  varying 
from  less  than  one  week  to  several  weeks  according 
to  the  number  of  arrears  falling  to  be  collected  in 
their  respective  areas. 


23,102.  (78)  The  collection  of  Income  Tax  by 
officials  of  the  Customs  and  Excise  Department  has 
during  recent  years  become  inconvenient  both  to  that 
Department  and  to  the  Inland  Revenue  Department, 
but  it  was  not  practicable  to  disturb  the  arrangement 
in  the  stress  of  war  conditions.  The  present  posi- 
tion is  conveniently  summarized  in  a question  and 
answer  in  the  House  of  Commons  on  18th  February, 
1919,  when  Sir  Kingsley  Wood  asked  the  Chancellor 
of  the  Exchequer  “ whether  in  view  of  the  transfer 
of  the  Excise  Department  to  the  Board  of  Customs 
and  Excise  he  will  cause  the  collection  of  that  part 
of  the  Income  Tax,  which  has  been  for  some  time 
and  still  is  collected  by  the  Excise  officers,  to  be 
transferred  to  officers  appointed  by  or  under  the 
control  of  the  Board  of  Inland  Revenue,  who  are 
responsible  for  the  assessment  and  collection  of  these 
duties.”  To  this  Mr.  Baldwin  (Financial  Secretary 
to  the  Treasury)  replied  that  “ the  suggestion  which 
my  Hon.  Friend  makes  has,  in  principle,  been 
accepted  by  the  respective  Departments  concerned. 
In  view,  however,  of  the  considerable  re-arrange- 
ments which  will  be  involved  it  will  not  be  practi- 
cable to  effect  the  change  at  the  present  moment.” 

23.163.  (79)  So  far,  no  active,  steps  have  been 
taken  to  give  effect  to  the  proposed  change.  The 
re-arrangements  involved  may  be  affected  by  the 
recommendations  of  the  Royal  Commission  on  the 
question  of  collection  arrangements  generally,  and  it 
has  therefore  been  deemed  desirable  to  continue  the 
present  system  until  those  recommendations  have 
been  made. 


Liability  of  parishf.s  to  re-assessment. 

23.164.  (80)  If  the  suggestion  that  the  appoint- 
ment <)f  all  Collectors  should  be  made  by  the  Board 
of  Inland  Revenue  be  adopted,  the  necessity  for  the 
existing  provision  in  the  Income  Tax  Act  of  1913, 
(sec.  181),  under  which,  in  certain  circumstances, 
the  parish  in  England  is  liable  to  re-assessment  by 
reason  of  the  default  of  a locally  appointed  Collector, 
will  disappear.  The  procedure  prescribed  by  law  is 
to  apportion  the  amount  of  the  default  amongst  the 
taxpayers  in  the  particular  parish  concerned  in  pro- 
portion to  the  amount  of  the  assessments  made  upon 
them  for  the  year  in  respect  of  which  the  default 
occurred . 

23.165.  (81)  The  theory  of  making  each  parish 
liable  for  the  defaults  of  its  Collector  has  long  been 


obsolete.  It  will  be  generally  agreed  that  the  insti- 
tution of  a properly  safeguarded  system  of  collection 
is  a matter  of  national— not  parochial— concern  and 
that  any  loss  arising  from  the  default  of  a Collector 
should  be  borne  by  the  general  body  of  taxpayers 
and  not  by  a particular  small  section  of  them  who 
happen  to  be  within  the  area  for  which  the  default- 
ing Collector  is  appointed.  In  point  of  fact,  no  re- 
assessment has  actually  been  made  for  many  years 
past.  In  any  event,  therefore,  it  is  suggested J that 
the  provisions  which  saddle  taxpayers  in  particular 
parishes  with  responsibility  for  the  defaults  of  the 
Collectors  for  those  parishes  should  be  repealed. 


Collectors’  securities. 


iiiexe  remains  tne  question  of  Collec- 
tors securities.  As  explained  in  paragraph  12  in 
the  case  of  Collectors  appointed  by  the  General  Com- 
missioners the  Board  may  require  security  to  be 
given  to  the  Crown,  and  this  is  done  in  the  case  of 
about  1,700  Collectors.  In  the  remaining  cases  the 
General  Commissioners  may  themselves  require  Col- 
lectors  appointed  by  them  to  give  security,  and  are 
obliged  to  do  so  if  so  requested  by  two  or  more  tax- 
payers in  the  parish.  In  practice',  the  General  Com- 
missioners take  security  from  about  1,000  Collectors. 
As  regards  Collectors  in  England  appointed  by  the 
Board,  and  Collectors  in  Scotland  and  Ireland,  prac 
tically  the  whole  of  these,  with  the  exception  of 
Collectors  of  quarterly  assessments,  are  required  to 
give  security  to  the  Crown. 


23,167.  (83)  Tn  the  year  1900  (prior  to  which  prac- 
tically all  guarantee  premiums  were  paid  by  the 
Collectors  personally)  the  rate  of  tax  was  raised  from 
8d.  to  Is.  in  the  £,  and  security  was  required  iu 
increased  amounts.  In  these  circumstances  the 
Board  agreed  in  a certain  number  of  cases  to  bear 
the  cost  of  the  new  premium  or  additional  premium 
as  the^case  might  be.  This  plan  was  followed  until 
1914-15,  when,  owing  to  the  war,  the  rate  of  tax  was 
again  very  largely  increased.  On  the  ground  that 
if  a proportionate  increase  in  security  were  to  1>e 
insisted  upon,  the  additional  premiums  (the  whole 
cost  of  which  would  fall  upon  the  Board)  would 
greatly  exceed  any  probable  loss  by  defaults,  it  was 
decided  not  to  require  any  such  increase.  An 
assurance  was  accordingly  given  to  the  General  Com- 
missioners that  if  any  loss  were  incurred  as  a result 
of  this  restriction  the  liability  of  the  parish  to  re- 
assessment would  not  be  enforced.  In  conformity 
with  this  decision  no  security  has  been  taken  in 
respect  of  quarterly  assessments. 


23,168.  (84)  The  average  annual  amount  of 
guarantee  premiums  paid  by  Collectors  who  give 
security  to  the  Crown  has  for  many  years  much  ex- 
ceeded the  average  amount  annually  recovered  from 
Guarantee  Societies  in  respect  of  such  Collectors. 


23,169.  (85)  The  whole  subject  of  Collectors’  se- 
curities now  calls  for  reconsideration.  Although  at 
present  only  a small  proportion  of  the  total  amount 
of  guarantee  premiums  is  paid  directly  by  the  Board, 
that  fact  that  a Collector  has  to  pay  such  a premium 
is  an  element  to  be  considered  in  fixing  his  remunera- 
tion, and  theoretically  the  full  burden  of  the  guaran- 
tee premiums  falls  ultimately  upon  the  State.  If  it 
were  decided  to  abolish  the  present  system  of 
Collectors’  securities,  and  if  it  were  practicable  at 
the  same  time  to  reduce  each  Collector’s  remunera- 
tion by  the  amount  of  premium  now  paid  by  him 
personally,  the  State  would  stand  to  gain,  since, 
judging  by  experience,  not  only  would  the  average 
loss  arising  from  Collectors’  defaults  be  much  less 
than  the  amounts  saved  in  guarantee  premiums,  but 
there  would  also  be  an  appreciable  annual  saving  m 
respect  of  the  cost  of  the  clerical  labour,  stationeiv, 
etc.,  now  necessary  in  connection  with  ensuring  t e 
due  completion  of  nearly  2,600  securities.  In  viev, 
however,  of  the  fact  that  in  many  cases  the  piemium 
annually  paid  by  the  individual  Collector  is  ve  j 
small — frequently  less  than  £1 — it  would  in  prac  ic 
b^  difficult  to  make  a specific  deduction  from  tne 
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Collector’s  remuneration  of  the  amount  of  the  pre- 
mium paid  by  him.  Nevertheless,  although  the 
immediate  saving  would  be  limited  to  the  amount  of 
the  premiums  now  paid  by  the  Board  direct  (£252  in 
1918)  ultimately  the  fact  that  the  liability  of  Collec- 
tors to  pay  a guarantee  premium  had  been  abolished 
would  be  fully  reflected  in  the  total  remuneration  as 
revised  from  time  to  time. 

23  170.  (86)  It  is  both  unsound  in  principle  and 
wasteful  in  practice,  for  the  State  to  insure  its  own 
employees,  and  in  view  of  the  Board  of  Inland 
Revenue,  the  system  of  requiring  Collectors  to  give 
security  should  be  abolished. 

Period  of  appointment. 

23.171.  (87)  Under  the  existing  law  (sec.  80),  a 
Collector’s  appointment,  except  in  Scotland,  is  an 
annual  one  (see  paragraphs  8,  17  and  18),  and  in 
strictness  a Collector  appointed  for  a particular  year 
of  assessment  could  probably  be  held  responsible  for 
the  collection  of  the  whole  of  the  tax  assessed  for  that 
year.  Formerly,  when  the  tax  was  collectible  in  one 
sum,  and  when  additional  assessments  could  not  be 
made  except  within  four  months  after  the  end  of 
the  year  of  assessment,  this  was  a convenient  course. 
The  changes  made  in  recent  years,  however,  under 
which  additional  assessments  may  be  made  within 
three  years  after  the  end  of  the  year  of  assessment, 
and  under  which  the  tax  is  collectible  in  two  half- 
yearly  instalments,  have  given  rise  to  difficulties. 

23.172.  (88)  A Collector’s  appointment  may  be 
revoked  whenever,  through  his  wilful  neglect,  theie 
occurs  delay  or  failure  in  the  collection  of  the  tax 
(sec.  178.)  It  may  happen,  however,  that  although 
there  is  no  wilful  neglect,  a particular  Collector 
proves  to  be  incompetent.  Take  the  case  of  such  a 
Collector  who  had  been  appointed  for  the  year  191°* 
19  and  whom  it  was  desired  to  supersede  on  5th 
April,  1919.  The  position  is  that  one-half  of  the  tax 
assessed  for  1918-19  did  not  become  payable  until 
1st  July,  1919,  whilst  additional  assessments  .for  the 
year  1918-19  may  continue  to  be  made  until  5th 
April,  1922.  If  in  these  circumstances  the  Collector 
refused  to  resign  and  it  was  not  possible  to  show 
wilful  neglect  on  his  part,  he  might  still  claim  to  be 
entitled  to  carry  out  the  collection  of  the  tax  which 
fell  due  on  1st  July  and  of.  any  tax  for  the  year  1918- 
19  assessed  bv  way  of  additional  assessment.  In 
practice,  the  difficulty  would  be  overcome  by  appoint- 
ing an  additional  Collector  for  1918-19  and  entrust- 
ing to  him  the  duplicates  of  assessment  for  collection. 

23.173.  (89)  If  the  power  of  appointment  of  all 
Collectors  were  transferred  to  the  Board  of  Imam 
Revenue  as  part  of  a scheme  having  as  its  ultimate 
object  the  establishment  of  Collectors  of  laxes  as  a 
branch  of  the  civil  service,  this  particular  difficulty 
would  be  avoided,  since  the  Collector  would  hold  his 
appointment  at  the  pleasure  of  the  Crown,  as  is  a 
present  the  case  with  regard  to  Collectors  of  quarterly 
assessments  who  are  appointed  by  the  Board  of  Inlant 
Revenue. 


Transitional  stages. 

23,174.  (90)  If  the  Royal  Commission  should  de- 
cide to  recommend  changes  in  the  method  of  appoint- 
ment, control  and  recruitment  of  Collectors,  involv- 
ing ultimately  the  transfer  of  the  duties  of  collection 
to  a body  of  civil  servants,  the  question  would  arise 
as  to  the  course  to  be  followed  with  regard  to  the 
existing  body  of  Collectors.  In  the  case  of  Collectors 
who  are  in  receipt  of  a salary  equal  to  that  payable 
on  a whole-time  scale  and  who  can  be  certified  by  the 
Board  of  Inland  Revenue  as  fully  competent  to  per- 
form their  duties,  it  is  suggested  that  the  accept- 


ance of  establishment  as  permanent  civil  servants 
should  be  optional. 

A number  of  such  Collectors  hold  other  appoints 
ments  (c.tj.,  as  Assistant  Overseers)  or  carry  on  busi- 
ness a6  auctioneers,  estate  agents,  etc.,  and  if  they 
desired  to  aequire  the  status  of  oivil  servants  it 
would  be  a condition  that  they  should  relinquish  their 
outside  appointments.  In  many  cases  it  is  extremely 
probable  that,  in  order  to  retain  the  whole  of  their 
present  emoluments,  they  would  prefer  to  continue  as 
unestablished  Collectors.  The  scheme  would  thus 
come  into  operation  gradually,  since  so  long  as  the 
Collectors  in  question  continued  to  perform  their 
duties  satisfactorily,  there  would  be  no  desire  on  the 
part  of  the  Board  of  Inland  Revenue  to  dispense 
with  their  services. 

23.175.  (91)  In  the  case  of  existing  “part-time” 
Collectors,  it  is  not  suggested  that  they  should  be 
made  established  oivil  servants,  but  that  all  those 
who  were  certified  as  competent  should  come  into  the 
direct  service  of  the  State.  As  changes  occurred, 
and  it  was  found  possible  to  amalgamate  suitable 
areas,  the  number  of  “ part-time  ” Collectors  would 
gradually  diminish. 

23.176.  (92)  As  in  the  case  of  Assessors,  whatever 
changes  in  the  position  of  Collectors  are  adopted  in 
regard  to  Income  Tax  would  involve  as  a corollary 
corresponding  changes  in  regard  to  Inhabited  House 
Duty  and  Land  Tax. 

23,177.  ANNEXE  I. 


(1)  List  of  cities  and  towns  in  England  and  Wales 

IN  WHICH  ALL  THE  COLLECTORS  OF  TAXES  ARE 
APPOINTED  BY  THE  BOARD  OF  INLAND  REVENUE. 


Accrington. 

Ashton-under-Lyne. 

Barnsley. 

Barrow-in-F  urness. 
Barry. 

Birmingham. 

Blackburn. 

Bolton. 
Bournemouth . 
Bradford. 
Bridgwater. 

Bristol. 

Burnley. 

Bury  (Lancs.). 
Cardiff. 

Chatham. 
Chesterfield. 
Clacton-on-Sea . 
Darwen. 

Derby. 

Eastbourne. 

Eastleigh. 

Exeter. 

Farnham. 

Folkestone. 

Gateshead. 

Halifax. 

Hereford. 


Huddersfield. 

Hull. 

Jarrow-on-Ty  ne . 
Keighley. 

Leeds. 

Leicester. 

Llandudno. 

Lowestoft. 

Maidstone. 

Manchester. 

Newcastle. 

Newport  (Mon.). 

Nottingham. 

Oldham. 

Penarth. 

Pontypool. 

Rochdale. 

Salford. 

Sheffield . 

Southampton. 

Southport. 

South  Shields. 
Stockton-on-Tees. 
Swindon . 
Warrington. 

West  Hartlepool. 
Weston-super-Mare . 
W o’.verhampton . 


(2)  List  of  cities  and  towns  in  which  about  six 

SEVENTHS  OF  THE  AGGREGATE  DUTY  IS  COLLECTED  BY 

Collectors  appointed  by  the  Board  of  Inland 
Revenue,  and  one-seventh  by  Collectors 

APPOINTED  BY  THE  IjOCAL  COMMISSIONERS. 

Doncaster.  Middlesbrough. 

Grimsby.  Plymouth. 

Liverpool.  Portsmouth, 
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23,178. 


ANNEXE  II. 


classification  of  the  remuneration  of  assessors  and  collectors  of  taxes 

England  and  Wales. 

Year  1919—20. 


Range  of  remuneration. 


(1) 


Local  Commissioners’ 
appointments  of 
Assessors  and  Collectors, 


Number 

appointed. 

(2) 


£25  and  under 


£26  to 
£51 
£101 
£201 
£301 
£401 
£501 
£601 
£701 
£801 
£901 


£50 
£100 
£200 
£300 
£400 
£500 
£600 
£700 
£800 
£900 
£1,000 


£1,001  and  over 


1,442 

674 

487 

344 

172 

116 

1X5 

86 

59 

33 

22 

8 

21 


Remunera- 
tion, exclud- 
ing War 
Bonus. 

(3) 


3,579* 


£ 

19,406 

24.525 

36,512 

49,444 

42,138 

40,405 

52,072 

46,894 

38,043 

24,77S 

17,976 

7,565 

24,751 


Board' 


appointments 

of 

Collectors. 


Number 

appointed. 

(i) 


Remunera- 
tion, exclud- 
ing War 
Bonus.  • 

(5) 


£424,509 


114 

99 

127 

126 

78 

71 

62 

43 

46 

25 

28 

18 

14 


851* 


£ 

1,780 

3,667 

9,331 

19,161 

19,717 

24,837 

28,002 

23,602 

30,097 

19,033 

23,460 

17,121 

16,567 


Total 

number 

of 

appoint- 
ments 
[cols.  2 
and  4]. 

(6) 


£236,375 


1,556 

773 

614 

470 

250 

187 

177 

129 

105 

58 

50 

26 

35 


4,430 


Total 

remunera- 
tion [cols. 
3 and  5], 


(7) 


£ 

21,186 

28,192 

45,843 

68,605 

61,855 

65,242 

80,074 

70,496 

68,140 

43,S11 

41,436 

24,686 

41,318 


£660,884 


23,179. 


ANNEXE  III. 


CLASSIFICATION  OF  THE  REMUNERATION  OF  COLLECTORS  IN  SCOTLAND. 
Year  1918—19. 


Range  of  remuneration. 


Not  exceeding 
£26  to 

£51 
£101 
£201 
£301 
£401 
£501 
£601 
£701 
£801 


£25 

£50 

£100 

£200 

£300 

£400 

£500 

£600 

£700 

£800 

£900 


Number  of  Collectors. 


3 
8 
8 

12 

9 

4 

4 

5 

1 

2 


Aggregate  remunera- 
tion, excluding  War 
Bonus. 


£ 

54 

293 

619 

1,826 

2,400 

1,295 

1,975 

2,800 

720 

1,672 
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23,180 

CLASSIFICATION 

OF  THE  R1 

ANNEXE  IV. 

UMUNERATION  OF  COLLECTORS  IN  IRELAND. 
Year  1918—19. 

Aggregate  remunera- 

Range  of  remuneration. 

Number  of  Collectors. 

tion,  excluding  War 

Bonus. 

£ 

Not  exceeding 

£25 

11 

179 

£26  to 

£50 

20 

808 

£51 

£100 

44 

3,240 

£101 

£200 

38 

5,426 

£201 

£300 

2 

453 

£301 

£400 

6 

1,960 

£401 

£500 

3 

1,325 

£501 

£600 

1 

537 

£601 

£700 

2 

1,348 

£701 

£800 

- 

- 

£801 

£900 

1 

834 

£901 

£1,000 

- 

£1,001  „ 

£1,100 

- 

£1,101  „ 

£1,200 

- 

£1,201  „ 

£1,300 

- 

- 

£1,301  „ 

£1,400 

1 

1,389 

129 

£17,499 

No.  V.— INCOME  TAX  AREAS  OF 
ADMINISTRATION. 

23.181.  (1)  The  purpose  of  my  evidence  is  to  ex- 
plain the  present  position  with  regard  to  the  terri- 
torial organisation  of  the  Inoome  Tax  and  to  submit 
for  the  consideration  of  the  Royal  Commission  certain 
modifications  of  the  existing  system  which,  in  the 
judgment  of  the  Board  of  Inland  Revenue,  experience 
has  shown  to  be  desirable  in  the  public  interest. 

23.182.  (2)  The  references  throughout  this  evidence 
are  to  the  Income  Tax  Act  of  1918,  except  where 
otherwise  stated. 

England  and  Wales. 

Origin  of  Income  Tax  divisions. 

23.183.  (3)  England  and  Wales  are  divided  for  the 
purposes  of  Income  Tax  administration  into  a number 
of  areas  known  as  “ divisions,”  the  boundaries  of 
which  were  originally  coincident  with,  and  are  to-day 
substantially  the  same  as,  those  of  the  Land  Tax 
divisions  existing  at  the  date  of  the  introduction  of 
the  Income  Tax. 

23.184.  (4)  The  territorial  organisation  of  the 
Income  Tax  was  explicitly  based  on  that  of  the 
Assessed  Taxes,*  which,  in  turn,  was  based  upon  the 
Land  Tax  organisation. 

Under  the  Land  Tax  Acts  (as  Sir  Thomas  Collins 
has  explained,  questions  276,  277  and  282),  the  geogra- 
phical county  was  adopted  as  the  unit  of  area  for 
administrative  purposes  and  a separate  body  of  Com- 
missioners was  appointed  to  act  for  each  county. 
Each  county  was  subdivided  into  a number  of  Land 
Tax  divisions  corresponding  to  the  several  areas, 
into  which  under  the  names  of  hundreds,  rapes, 
lathes,  wards,  wapentakes,  &c.,  the  counties  of 
England  had  been  divided  from  very  ancient  times. 
In  addition  certain  cities,  boroughs,  cinque  ports, 
liberties,  and  other  places,  a list  of  which  is  given  in 
the  Annexe,  were  constituted  separate  Land  Tax 
divisions,  the  Commissioners  for  which  were  separately 
nominated.  The  total  number  of  divisions  is  651. 

23.185.  (5)  The  boundaries  of  Land  Tax  divisions 
were  originally  fixed  in  1693,  the  date  of  the  original 
Land  Tax  Act.  Between  1693  and  the  introduction 
of  the  Income  Tax  in  1798  there  were  a number  of 


* As  explained  in  the  Minutes  of  Evidence*;  Appendix  No.  1, 
paragraph  1,  “ Assessed  Taxes  " included  taxes  on  carriages,  horses, 
men-servants,  &c.,  also  the  Window  Tax,  and  the  duty  on  inhabited 
houBeB, 


modifications  in  the  divisions,  but,  taken  as  a whole, 
the  boundaries  of  the  Land  Tax  divisions  largely  re- 
tained their  old  character,  and  the  adoption  of  the 
Land  Tax  organisation  in  1798  for  the  purposes  of 
Income  Tax  accordingly  resulted  in  the  territorial 
organisation  of  the  Income  Tax  following  the  ancient 
division  of  the  geographical  counties. 

23.186.  (6)  Owing  to  the  adoption  of  the  Poor  Law 
parish  as  the  unit  of  assessment  and  collection  for 
Income  Tax  ( see  paragraphs  9 and  10),  the  boundaries 
of  many  Income  Tax  divisions  are  no  longer  identical 
with  those  of  the  corresponding  Land  Tax  divisions, 
but  there  is  still  a very  large  measure  of  identity 
between  the  two,  with  the  result  that  to-day,  with 
relatively  few  exceptions,  Income  Tax  divisions  are 
not  co-terminous  with  any  other  areas  of  administra- 
tion. For  the  purposes  of  local  government,  parlia- 
mentary representation,  &c.,  the  areas  originally 
adopted  have  been  periodically  altered  and  re-altered 
to  meet  the  changing  conditions  of  the  national  life, 
but  the  boundaries  of  Income  Tax  divisions  have  re- 
mained practically  fixed,  and  in  oonsequenee,  in  a 
large  number  of  cases,  they  have  ceased  to  be  con- 
venient as  they  do  not  correspond  to  the  present-day 
distribution  of  the  population  or  to  modern  means 
of  communication. 

For  example,  Norfolk,  with  a population  of  499,000 
and  an  area  of  2,055  square  miles,  is  divided  into  31 
divisions;  the  West  Riding  of  Yorkshire,  with  a popu- 
lation of  3,045,000  and  an  area  of  2,771  square  miles, 
is  divided  into  only  20  divisions.  Some  divisions  have, 
in  the  oourse  of  time,  diminished  so  much  in  im- 
portance that  their  existence  is  no  longer  justified, 
whilst  others  have  grown  to  the  extent  that  they  are 
un wieldly  and  should  be  broken  up. 

23.187.  (7)  While  the  Income  Tax  divisions  corre- 
spond to  ancient  conditions,  the  districts  of  the  Sur- 
veyor of  Taxes  have  been  as  far  as  practicable  ar- 
ranged in  accordance  with  present-day  conditions  with 
the  result  that  certain  tax  districts  comprise  as  many 
as  ten  divisions.  This  not  only  entails  a heavy 
drain  on  the  Surveyor’s  time  in  attending  the  various 
meetings  of  the  Commissioners,  but  also  involves  a 
considerable  increase  in  the  clerical  work  owing  to  the 
necessity  for  keeping  the  assessments,  accounts,  and 
statistics  for  each  division  separate  and  distinct. 

23.188.  (8)  Another  extremely  inconvenient  feature 
is  that  in  the  case  of  about  70  divisions  one  or  more  of 
the  parishes  constituting  the  division  are  geographi- 
cally detached  from  the  main  body  of  the  division 
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an^  are  surrminded  by  parishes  forming  part  of 
another  division.  The  number  of  parishes  so  detached 
is  about  140.  This  archaic  territorial  organisation  is 
often  inconvenient  for  the  public  as  it  frequently 
happens  that  taxpayers  who  wish  to  appeal  in  person 
to  the  General  Commissioners  are  obliged  to  travel 
several  miles  to  the  place  of  meeting,  although  they 
may  be  within  easy  reach  of  the  town  in  which 
meetings  are  held  for  a neighbouring  division. 

Income  Tax  parishes. 

23.189.  (9)  The  Land  Tax  division  comprised  one  or 
more  Land  Tax  parishes,  on  each  of  which  a specific 

quota  of  Land  Tax  was  charged,  and  these  Land 
lax  parishes  were  originally  adopted  as  the  unit  of 
area  for  the  purposes  of  Income  Tax  assessment  and 
collection  The  llevenue  Act  of  1884,  sec.  6,  however 
enacted  that,  in  future,  exoept  in  the  City  of  London! 
the  parishes  for  which  Income  Tax  assessments  should 
be  made  and  for  which  Income  Tax  Assessors  and 
Collectors  should  be  appointed,  should  be  the  Poor 
Law  parish. 

23.190.  (10)  Both  the  Land  Tax  parish  and  the 
1 oor  Law  parish  were  originally  derived  from  the 
ecclesiastical  parish,  but  for  a long  period  prior  to 
1“,ihe'm!:ossiblilty  of  altering  Land  Tax  parishes 
and  the  facilities  for  altering  Poor  Law  parishes  had 
led  to  an  increasing  number  of  divergences  between 
the  two.  When,  therefore,  in  1884  the  Poor  Law 
parish  was  adopted  for  Income  Tax  {purposes,  the 
boundaries  of  the  new  Income  Tax  parishes  did  not, 
in  a considerable  number  of  cases,  coincide  exactly 
with  the  boundaries  of  the  Land  Tax  parishes  and  it 
sometimes  happened  that  parts  of  certain  Poor  Law 
parishes  were  within  one  Land  Tax  division  whilst 
other  parts  were  within  other  Land  Tax  divisions 
To  meet  this,  the  Revenue  Act  of  1884  provided  that 
the  Board  of  Inland  Revenue  should  determine  to 
\vhieh  division  the  whole  of  the  Poor  Law  parish 
should  be  assigned  for  Income  Tax  purposes,  and 
under  this  provision  a considerable  number  of  assign- 
ments has  been  made,  with  the  result  that  the  bound- 
aries of  the  Income  Tax  divisions  in  question  are  not 
coincident  with  those  of  the  corresponding  Land  Tax 
divisions. 

Anomalous  position  of  Land  Tax  Commissioners. 

23.191.  (11)  Not  alone  was  the  Land  Tax  territorial 
organisation  adopted  for  Income  Tax  purposes,  but 
the  Land  Tax  Commissioners  were  made  supreme  in 
several  matters  affecting  areas,  the  plan  followed 
being  to  enact  that  when  transfers,  unions,  or  group- 
ings of  parishes  were  made,  they  were  to  take  effect 
for  the  purposes  of  Income  Tax  and  House  Duty  as 
well  as  for  Land  Tax.  (Taxes  Management  Act, 
1880,  secs.  36  & 37.) 

23.192.  (12)  So  long  as  the  Land  Tax  parish  re- 
mained in  effect  the  unit  of  area  for  the  purposes  of 
Income  Tax  assessment  and  collection,  there  may  have 
been  something  to  be  said  for  this  arrangement,  but 
when,  in  1884,  the  Poor  Law  parish  was  made  the 
Income  Tax  unit  of  area,  the  logical  course  would 
have  been  to  make  the  Income  Tax  administration 
as  regards  areas  completely  independent  of  the  Land 
Tax  administration  by  formally  recognizing  the 
Income  Tax  divisions  as  separate  entities  and  divest- 
ing the  Land  Tax  Commissioners  of  the  power  to 
transfer,  unite  and  group  the  parishes  forming  such 
divisions.  This,  however,  was  not  done  and  there 
is  at  present  the  anomaly  that  the  Land  Tax  Com- 
missioners are  vested  with  important  powers  with  re- 
gard to  Income  Tax  areas  of  administration  ( see 
Income  Tax  Act  1918,  sections  93  and  95). 

Transfer  of  parishes. 

23,193.  (13)  The  jurisdiction  over  any  parish  may 
be  transferred  by  the  Land  Tax  Commissioners  for 
the  County  from  the  division  to  which  it  belongs  to 
an.Y  other  division  in  the.  same  county,  or  to  a new 
division  of  the  same  county,  which  division  the  Land 
Tax  Commissioners  are  empowered  to  create.  (See. 
93.)  The  Land  Tax  ( oinmissioners  are  required  to 
certify  the  transfer  to  the  Board  of  Inland  Revenue 
f oi  the  approval  of  the  Treasury.  Thereafter,  the 


board  certify  tiro  transfer  to  the  General  Com 
missioners  and  fix  a date  as  from  which  the  General 
Commissioners  for  the  extended  division,  or  for  the 
new  division  (as  the  case  may  be),  are  to  have  iuris 
diction  m the  transferred  area. 

23.194.  (14)  The  power  to  create  new  divisions  lias 
been  rarely  used  for  many  years  past,  but  a recent 
instance  was  tile  formation  in  1911)  of  the  Woolwich 
Kelt™  of  P"rt  “f  the  M««kheatli  division  of 

Union  of  parishes. 

23.195.  (15)  Any  two  or  more  parishes  in  a division 
I.iaj  lie  United  by  the  band  Tax  Commissioners  for 
the  division  at  a meeting  called  for  tile  purpose  the 
procedure  being  similar  to  that  in  connection  with 
transfers.  Parishes  which  have  been  united  are 
treated  for  all  Income  Tax  purposes  as  one  parish, 
proposals  lor  unions  are  initiated  almost  invariably 
by  the  Surveyor  of  Taxes,  (sec.  93.)  If  a union 
proves  to  be  inconvenient,  it  may  be  dissolved  as  to 
any  or  all  of  tile  parishes  concerned,  on  receipt  of  a 
resolution  passed  by  the  Land  Tax  Commissioners  for 
the  division  at  a meeting  convened  for  the  purpose 
(sec.  93  (5).) 

23.196.  (16)  The  power  to  unite  parishes  is  an 
extremely  useful  one  as  many  Poor  Law  parishes  are 
small  or  sparsely  populated,  and  their  union  is 
obviously  a. ^businesslike  and  economical  arrangement. 

23.197.  (17)  The  extent  to  which  this  power  has 
been  used  may  be  judged  from  the  fact  that  whilst 
the  total  number  of  Poor  Law  parishes  in  England 
and  Wales  is  about  15,000,  the  number  of  actual 
assessing^  and  collecting  areas  has  been  reduced  to 
about  6,700;  but  further  use  could  be  made  of  it 
with  advantage  as  the  actual  number  of  individual 
Assessors  and  Collectors  is  only  4,400,  the  same 
person  in  many  cases  acting  for  more  than  one  parish 
or  union. 

Grouping  of  parishes. 

23.198.  (18)  The  Land  Tax  Commissioners  for  a 
division  may,  with  the  consent  of  the  Board  of 
Inland  Revenue,  group  parishes  together  for  the 
purposes  of  collection.  In  such  oases  each  parish 
in  the  group  continues  to  be  separate  and  distinct 
for  the  purposes  of  assessment,  (sec.  95  (1).) 

23.199.  (19)  Where  a group  proves  to  he  iuoon- 
venient,  the  Land  Tax  Commissioners,  again  with  the 
consent  of  the  Board  of  Inland  Revenue,  may 
dissolve  the  group  as  regards  all  or  any  of  the 
parishes,  (sec.  95  (2).) 

23.200.  (20)  The  power  to  group  parishes  for  the 
purposes  of  collection  only,  as  distinct  from  the  power 
to  unite  parishes  for  all  purposes,  is  now  rarely 
resorted  to. 

Division  of  parishes. 

23.201.  (21)  Where  a Poor  Law  parish  is  so  large 
that  in  the  opinion  of  the  Board  of  Inland  Revenue 
it  ought  to  be  divided  into  districts  for  which 
separate  Assessors  and  Collectors  should  be  appointed, 
the  Board  may  divide  the  parish  accordingly.  Any 
such  division  may  subsequently  be  cancelled  or  altered 
by  the  Board,  (sec.  90  (3).) 

23.202.  (22)  The  provision  for  dividing  large 
parishes  is  constantly  resorted  to  in  connection  with 
urban  areas,  as  many  large  boroughs  and  towns  now 
consist  of  only  one  Poor  Law  parish.  In  the  case  of 
large  towns  the  division  is  now  invariably  made  by 
reference  to  the  municipal  wards. 

Assignment  of  parishes. 

23.203.  (23)  Where  a parish  falls  partly  within  the 

jurisdiction  of  one  body  of  General  Commissioners 
and  partly  within  the  jurisdiction  of  another,  the 
Board  of  Inland  Revenue,  as  already  mentioned  in 
paragraph  10.  are  to  determine  which  body  of  Com- 
missioners shall  have  jurisdiction.  The  necessity  for 
this  provision  arises  from  the  fact  that  when  a Poor 
Law  parish  is  extended  by  the  addition  of  the  whole 
or  part  of  another  Poor  Law  parish  or  parishes,  the 
added  area  is  sometimes  in  a different  Income  Tax 
division  or  divisions,  (sec.  90  (2).)  Changes  in  the 
boundaries  of  Poor  Law  parishes  are  frequently 
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made  but  it  is  provided  that  such  changes  shall  not 
be  given  effect  to  for  Income  Tax  purposes  until  the 
following  “re-assessment”  year.  (sec.  90  (1).) 

Extra-parochial  lands. 

‘23,204.  (24)  If  a doubt  arises  as  to  the  particular 
parish  in  which  lands  are  situate,  or  if  any  lands  are 
found  to  be  extra-parochial,  the  Board  of  Inland 
Revenue  may  direct  within  which  parish  and  division 
such  lands  shall  be  dealt  with  for  Income  Tax  pur- 
poses. The  Board  may  also  at  any  time  revoke  any 
such  order  and  substitute  a fresh  order.  With  the 
exception  of  certain  small  islands,  there  are  now 
practically  no  extra-parochial  lands  in  England  and 
AVales.  (sec.  97 .) 

Scotland. 

23.205.  i.25)  Out  of  a total  of  33  counties  in 
Scotland  23  are  each  treated  as  constituting  a single 
division.  The  total  number  of  separate  divisions 
is  66. 

23.206.  (26)  The  provisions  of  the  Revenue  Act  of 
1884,  under  which  in  England  the  Poor  Law  parish 
was  made  the  unit  of  assessment  and  collection  for 
Income  Tax  purposes,  did  not  apply  to  Scotland.  The 
provisions  of  the  Income  Tax  Act  of  1918  relating 
to  the  transfer,  union,  grouping  and  division  of 
parishes  also  do  not  apply  to  Scotland,  but  It  is  pro- 
vided that,  where  any  lands  or  heritages  are  partly  in 
the  jurisdiction  of  one  body  of  General  Commissioners 
and  partly  in  the  jurisdiction  of  another  such  body, 
or  where  it  is  desirable  for  the  convenience  of  assess- 
ment to  transfer  any  lands,  Ac.,  from  the  jurisdiction 
of  one  body  of  General  Commissioners  to  another  such 
body,  the  Board  of  Inland  Revenue  shall,  at  the 
request  of  the  General  Commissioners  concerned, 
determine  which  body  of  Commissioners  shall  have 
jurisdiction. 

23.207.  (27)  In  practice,  the  whole  of  an  Income 
Tax  division  is  usually  treated,  for  the  purpose  of 
preparing  the  Commissioners’  charge  duplicates,  as 
a single  parish,  but  if  part  of  the  division  is  in  one 
Surveyor’s  district  and  part  is  in  another  each  part 
is  usually  treated  sis  a single  parish.  In  making  the 
assessments  for  the  division  the  several  Poor  Law 
parishes  comprised  therein  are  separately  dis- 
tinguished, as  are  also  the  separate  wards  in  the 
larger  burghs. 

lit  ELAND. 

23.208.  (28)  There  are  no  “ divisions  ” in  Ireland. 
In  practice,  assessments  under  Schedules  A and  B 
are  made  for  “ assessment  districts,”  the  areas  of 
which  are  fixed  by  the  Board  of  Inland  Revenue. 
The  assessments  under  Schedules  D and  E are  made 
for  county  districts  or  administrative  county 
boroughs. 

Suggested  modifications  of  the  existing  system. 

23.209.  (29)  Before  submitting  the  suggestions  of 
the  Board  of  Inland  Revenue  for  modifications  of  the 
existing  system,  it  is  desirable  that  I should  explain 
the  system  of  tax  districts. 

23.210.  (30)  The  whole  of  the  United  Kingdom  has 

been  divided  by  the  Board  of  Inland  Revenue  into 
a number  of  districts  to  each  of  which  a Surveyor  is 
appointed.  At  present  there  are  just  over  600  of 
such  districts,  but  the  number  tends  steadily  to 

increase  with  the  increasing  volume  of  work.  The 
distribution  of  the  districts  is  as  follow : — 

England  and  Wales  511 

Scotland  61 

Ireland  29 

601 

23.211.  (31)  In  fixing  the  boundaries  of  the 
Surveyor’s  district  and  the  location  of  his  office  the 
guiding  considerations  are  the  convenience  of  the 
public  and  the  economical  distribution  of  staff. 
In  each  of  the  larger  cities  the  very  large  number  of 
the  assessments  and  the  complexity  of  the  work 
render  it  necessary  to  have  several  districts.  For 
example,  the  City  of  London  has  34  districts,  Liver- 
pool has  16,  Glasgow  has  18.  In  cases  of  this  type  the 


area  of  the  district  may  consist  of  one  or  more 
municipal  wards  or  even  of  part  only  of  a war  d.  On 
the  other  hand,  in  the  rural  portions  of  the  country 
a district  may  cover  a wide  area. 

23.212.  (32)  Owing  to  the  antiquated  character  of 
a very  large  number  of  the  divisions  in  England  and 
Wales  considerable  difficulty  is  experienced,  under 
present  conditions,  in  so  arranging  the  boundaries  of 
tax  districts  as  to  reconcile  regard  for  the  public 
convenience  with  the  necessity  for  making  economical 
administrative  arrangements.  It  is  perhaps  not 
necessary  to  go  into  the  difficulties  in  detail.  They 
are  generally  due  to  the  fact  that  the  boundaries  of 
Income  Tax  divisions  no  longer  correspond  to  the 
distribution  of  the  population,  and  their  effect  is  to 
cause  a diminution  in  the  available  facilities  for 
meeting  the  public  convenience  and  at  the  same  time 
to  cause  an  increase  in  the  cost  of  administration. 

23.213.  (33)  In  the  opinion  of  the  Board  of  Inland 
Revenue  it  is  very  desirable  that  steps  should  be 
taken  both  to  bring  the  areas  of  Income  Tax  adminis- 
tration into  harmony  with  modern  conditions  and 
to  provide  machinery  by  means  of  which  the 
organisation  can  be  adapted  to  changing  conditions 
as  occasion  arises. 

23.214.  (34)  The  Report  of  the  Boundary  Commis- 
sion (England  and  AVales)  appointed  to  determine, 
for  the  purposes  of  the  Representation  of  the  People 
Act,  1918,  the  boundaries  and  divisions  of  Parlia- 
mentary Counties  and  Boroughs  in  England  and 
Wales  may  be  of  help  in  dealing  with  the  question. 

23.215.  (35)  Rule  7 of  the  Instructions  to  the 
Boundary  Commissioners  required  “ that  the  bound- 
aries of  Parliamentary  Constituencies  shall,  as  far  as 
practicable,  coincide  with  the  boundaries  of  adminis- 
trative areas,”  and  the  Commissioners  in  their  Report 
state  that  they  have  endeavoured  to  give  the  fullest 
possible  effect  to  this  rule  for  the  reason  that  “ it  is 
generally  recognized  that  at  the  present  time  much 
confusion  and  inconvenience  are  caused  by  over- 
lapping boundaries.” 

23.216.  (36)  The  Report  proceeds:  “ In  the  case  of 
Parliamentary  Counties  we  have  adhered  generally 
to  the  boundaries  of  the  administrative  County. 
In  the  case  of  Parliamentary  Boroughs,  the  area  of 
the  existing  Parliamentary  Borough  has  usually  been 
either  reduced  or  extended  so  as  to  be  co-terminous 
with  the  Municipal  Borough,  or  (in  London)  the 
Metropolitan  Borough;  but  in  some  instances  it  has 
been  found  desirable  to  unite  two  or  more  Municipal 
Boroughs  or  to  add  an  adjacent  Urban  District  or 
Urban  Districts  to  a Borough. 

“ In  connection  with  the  formation  of  Parlia- 
mentary Divisions  of  Counties,  it  became  necessary 
for  us  at  the  outset  of  our  work  to  determine  what 
administrative  areas  should  be  chosen  as  the  unit. 
After  a careful  consideration  of  the  relative  advan- 
tages and  disadvantages  of  the  several  possible 
courses  open  to  us,  it  appeared  to  us  that  the  most 
suitable  administrative  areas  would  be  the  Urban  and 
Rural  Districts  as  constituted  for  Local  Government 
purposes.  We  have  found  that  this  arrangement 
has  worked  well,  and  it  has  been,  we  believe,  very 
generally  welcomed  by  local  authorities  and  persons 
interested  in  electoral  matters.  In  98  instances, 
however,  out  of  a total  of  662  Rural  Districts  we  have 
had  to  divide  a District,  but  we  have  only  done  this 
in  cases  where  we  deemed  a division  necessary  or 
desirable  in  order  to  give  effect  bo  our  general 
instructions,  or  with  the  view  of  meeting  local  objec- 
tions. In  only  one  case  have  we  had  to  divide  a 
parish.  The  number  of  Urban  Districts  (including 
Boroughs)  is  1,156,  and  in  the  formation  of  County 
Divisions  and  Parliamentary  Boroughs  we  have  not 
had  occasion  to  intersect  the  boundaries  of  any  of 
them.’> 

23.217.  (37)  It  will  be  seen,  therefore,  that  the  unit 
of  area  which  has  been  chosen  as  being  most  suitable 
for  Parliamentary  purposes  for  areas  outside  the 
Municipal  Boroughs  is  the  Urban  District  or  Rural 
District,  as  the  case  may  be. 

23.218.  (38)  Tlie  Board  of  Inland  Revenue  are  of 
opinion  that  in  delimiting  the  boundaries  of  In- 
come Tax  divisions  the  units  of  area  to  be  adopted 
should,  as  in  the  case  of  Parliamentary  divisions,  be 
in  England  and  Wales,  the  Municipal  Borough, 


1144 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


19  November,  1919.]  Ms.  A.  Bikns.  [Continued. 


Urban  District  and  Rural  District,  and  in  Scotland 
the  corresponding  areas.  These  areas  are  subject  to 
modification  for  Local  Government  purposes  as 
changes  occur  in  the  distribution  of  the  population, 
and  if  power  were  taken  to  give  effect  to  such  modifi- 
cations for  Income  Tax  purposes  it  would  auto- 
matically follow  that  the  boundaries  of  Income  Tax 
divisions  would  be  adjusted  to  changing  conditions. 

23.219.  (39)  It  is  accordingly  suggested  that  there 
should  be  a redistribution  of  Income  Tax  divisions 
broadly  on  the  following  lines : — 

(.1)  The  City  of  London  and  each  Municipal 
Borough,  Metropolitan  Borough  or  Urban 
District  in  England,  or  the  equivalent  area 
in  Scotland,  having  a population  of  50,000 
or  over  shall  constitute  a separate  Income 
Tax  division. 

(2)  Each  Administrative  County  (after  excluding 

therefrom  Boroughs  and  Urban  Districts 
which  form  separate  Income  Tax  divisions) 
shall  be  divided  into  separate  Income  Tax 
divisions  on  the  basis  of  one  division  for 
each  50,000  of  population,  provided  that 
in  forming  Buch  County  divisions  the 
Urban  District  and  Rural  District  respec- 
tively shall  be  taken  as  the  unit  of  area. 

(3)  Where  found  more  convenient,  an  Urban 

District  contiguous  to  a Borough  that 
forms  a separate  Income  Tax  division  shall 
be  included  in  such  division  instead  of 
being  included  in  one  of  the  County 
divisions. 

23.220.  (40)  It  is  suggested  that  this  rearrange- 
ment of  the  Income  Tax  divisions  should  be  carried 
out  by  the  Board  of  Inland  Revenue,  who  would  con- 
sult with  the  local  authorities  concerned. 

23.221.  (41)  If  these  suggestions  are  adopted, 
power  should  be  taken  to  constitute  as  a separate 
division  any  Municipal  Borough  or  Urban  District 
which,  at  the  date  of  the  determination  of  the  new 
division  boundaries,  had  a population  of  less  than 
50,000,  but  which  subsequently  passes  that  figure. 
The  Board  of  Inland  Revenue  should  be  empowered 
to  fix  the  date  of  constitution  of  the  new  division 
and  to  make  the  consequential  adjustments  in  thq 
County  divisions  affected.  Corresponding  provision 
should  be  made  to  meet  the  case  of  Boroughs  or 
Urban  Districts,  the  population  of  which  declines 
below  50,u00,  and  also  of  County  divisions  the  popula- 
tion of  which  may  in  future  either  fall  below  50,000 
or  exceed  that  limit. 

23.222.  (42)  It  would  also  be  necessary  to  make  the 
administration  of  the  Income  Tax  completely  in- 
dependent of  that  of  the  Land  Tax,  a measure  which., 
in  the  opinion  of  the  Board  of  Inland  Revenue,  haB 
long  been  desirable  and  ought  in  any  event  to  be 
carried  out. 

23.223.  (43)  There  remains  the  question  of  the 
powers  relating  to  the  transfer,  union,  grouping, 
division,  and  assigning  of  whatever  areas  are  adopted 
as  the  unit  of  assessment  and  collection.  It  is 
suggested  that  these  powers  should  be  retained,  but 
should  be  vested  solely  in  the  Board  of  Inland 
Revenue  as  the  authority  responsible  for  the  general 
care  and  management  of  the  Income  Tax  adminis- 
tration. 

23.224.  ANNEXE. 


AREAS  OF  ADMINISTRATION. 


List  of  cities,  boroughs,  towns  and  places  of 
England,  Wales  and  Berwick-upon-Tweed  upon 
WHICH  A SEPARATE  QUOTA  OF  LAND  TAX  WAS 

imposed  by  38  Geo.  III.  cap.  5. 

New  Windsor. 

Buckingham  with  Borton,  Borton-kold  Prebendend, 
Gawcott  and  Lendborough. 

Wicomb. 

University  of  Cambridge. 

Cambridge. 

Isle  of  Ely. 

Chester. 

Exon  (Devon). 


Poole. 

York. 

Kingston-upon-Hull. 

Malden  (Essex). 

Colchester. 

Harwich  and  Dovercourt. 

Gloucester. 

Hereford. 

Leominster. 

St.  Albans. 

Huntingdon. 

Canterbury. 

Dover. 

Folkestone. 

Fordwich. 

Faversham. 

Tenterden. 

Sandwich. 

New  Romney. 

Lydd. 

Hithe  and  West  Hithe. 

Leicester. 

City  of  London. 

Serjeant’s  Inn  in  Chancery  Lane. 

Inner  Temple  and  Inns  of  Chancery  thereto 
belonging. 

Middle  Temple  and  Inns  of  Chancery  thereto 
belonging. 

Society  of  Lincoln’s  Inn  and  Inns  of  Chancery 
thereto  belonging. 

Gray’s  Inn  and  Inns  of  Chancery  thereto  belonging. 
Palaces  of  Whitehall  and  St.  James. 

Westminster  and  Westminster  Hall. 

Norwich. 

Great  Yarmouth. 

Kings  Lynn. 

That  part  of  the  Borough  of  Thetford  in  the 
County  of  Norfolk. 

Northampton. 

N ewcastle-upon-Ty  ne. 

Berwick-upon-Tweed. 

Nottingham. 

University  of  Oxon. 

Oxon. 

Ludlow. 

Bristol. 

Bath. 

Wells. 

Bridgwater  and  Haygrove  Tything. 

Southampton. 

Isle  of  Wight. 

Lichfield. 

Ipswich. 

Bury  St.  Edmunds. 

Dunwich. 

Eye. 

Sudbury. 

That  part  of  the  Borough  of  Thetford  in  Suffolk. 
Hastings. 

Seaford. 

Pevensey. 

Rye. 

Winchelsea. 

Coventry. 

Worcester. 

New  Sarum,  the  close  of  the  same  and  Clarendon 
Park. 

Isle  of  Anglesea. 

Brecon. 

Carmarthen. 

Haver  ford  West. 

NO.  VI.— THE  ASSESSMENT  OF  SALARIES  AND 
OTHER  EMOLUMENTS  DERIVED  FROM 
PUBLIC  DEPARTMENTS. 

23,225.  (1)  The  evidence  which  the  Board  of  Inland 
Revenue  have  laid  before  the  Royal  Commission  on  the 

position  of  the  General  and  Additional  Commissioners, 

Clerks  to  Commissioners,  Assessors,  and  Collectors-inthe 
scheme  of  Income  Tax  administration  dealt  with  the 
procedure  in  relation  to  Mie  general  taxpaying  public. 
The  law  makes  special  provision  for  the  assessment 
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of  salaries  and  emoluments  payable  out  of  the  Public 
Revenue,  and  the  purpose  of  the  present  evidence 
is  to  suggest  for  the  consideration  of  the  Royal  Com- 
mission that  the  procedure  in  regard  thereto  should 
be  altered  on  lines  similar  to  those  advocated  by  the 
Board  of  Inland  Revenue  for  the  country  generally. 

23.226.  (2)  All  persons  holding  any  public  office 
or  employment  under  the  Crown  are  assessable  under 
Schedule  E in  respect  of  their  salaries  and  emolu- 
ments, and  the  assessment  and  collection  of  the  tax 
are  effected  in  the  Public  Departments  concerned, 
the  principle  underlying  the  procedure  being  that 
those  who  pay  the  salaries  and  emoluments  are  made 
responsible  for  the  charging  of  tax  thereon  and  for 
ensuring  payment  by  way  of  deduction  from  salary. 
In  Borne  cases  casual  fees  and  the  salaries  of  tem- 
porary or  unestablished  employees  are  not  assessed 
departmentally  but  locally,  on  information  furnished 
by  the  Department. 

Departmental  Commissioners. 

23.227.  (3)  The  machinery  of  assessment  is  pro- 
vided for  by  the  constitution  for  Public  Departments 
of  Departmental  Commissioners  who  appoint  officers 
of  the  Department  to  act  as  Clerks  to  Commissioners 
and  Assessors.  The  collection  is  provided  for  by  the 
requirement  that  tax  is  to  be  deducted  on  payment 
of  salary,  with  a provision  that  where  tax  cannot  be 
deducted  and  the  person  charged  refuses  to  pay,  the 
Departmental  Commissioners  may  certify  the  arrear 
to  the  General  Commissioners  for  the  division  in 
which  the  person  resides,  and  the  latter  Commis- 
sioners can  authorize  its  recovery  by  the  local  Col- 
lector of  Taxes  in  the  ordinary  way. 

23.228.  (4)  The  Departmental  Commissioners  are 
also  to  act  as  Commissioners  for  the  assessment  of 
any  interest,  annuities,  dividends,  and  shares  of 
annuities,  chargeable  under  Schedule  C and  payable 
by  the  Department  concerned  out  of  the  Public 
Revenue. 

23.229.  (6)  The  Departmental  Commissioners  are 
appointed  by  the  Heads  of  Departments  from  among 
the  officers  of  the  Departments. 

23.230.  (6)  Notices  of  assessment  are  not  issued  to 
the  officials  charged  and  there  is  no  express  right  of 
appeal  against  a departmental  assessment.  The 
amounts  of  salaries,  &c.,  assessable  being  definite, 
no  question  ordinarily  arises  of  determining  the 
amount  of  the  assessment.  In  the  absence  of  appeals, 
therefore,  the  Departmental  Commissioners  are  not 
charged  with  the  important  judicial  duties  entrusted 
to  the  local  Commissioners  of  Taxes,  and  in  practice 
their  duties  amount  to  little  more  than  such  formal 
acts  as  signing  assessments.  Where  any  dispute 
arises  as  to  the  amount  of  tax  payable  the  practice 
is  to  refer  the  case  to  the  Board  of  Inland  Revenue 
for  decision. 

Clerk  to  the  Commissioners. 

23.231.  (7)  In  the  absence  of  appeals  the  Depart- 
mental Clerk  to  Commissioners  has  not  the  duty  of 
legal  and  general  adviser  on  appeals,  &c.,  which  is 
the  essential  and  most  important  duty  of  the  ordinary 
Clerk  to  Commissioners.  The  duties  of  the  Depart- 
mental Clerk  are  simple  in  character  and  mainly 
routine,  such  as  the  preparation  of  charge  duplicates 
for  transmission  to  the  Board  of  Inland  Revenue. 

Assessor. 

23.232.  (8)  The  Departmental  Assessor  takes  as  the 
basis  of  assessment  the  lists  of  salaries,  &c.,  furnished 
by  the  paying  officer  of  the  Department  and  the  In- 
come Tax  returns  of  the  officials,  which  include 
statements  of  total  income.  If  the  official  has  no 
income  beyond  his  official  income  the  Assessor  makes 
the  assessment  and  allows  the  abatement,  &c. ; if 
other  income  exists,  the  practice  is  to  refer  the  return 
for  examination  to  the  Surveyors  of  Taxes  who  deal 
with  the  Public  Departments.  The  Surveyors  of  Taxes 
ror  Public  Departments  arrange  for  the  liability  in 
lespect  of  the  other  income  to  be  dealt  with  locally 
and  certify  to  the  Assessor  the  amount  of  any  relief 
which  falls  to  be  allowed  from  the  departmental 


assessment  upon  the  official.  Particulars  are  given 
in  the  Annexe  hereto  of  the  various  Public  Depart- 
ments or  quasi  Public  Departments  showing  the  num- 
ber of  assessments  made  in  1917-18  and  the  number 
of  cases  referred  to  the  Surveyors  for  Public  De- 
partments. 

Suggested  modifications  of  the  existing  system. 

23.233.  (9)  In  the  opinion  of  the  Board  of  Inland 
Revenue  the  many  complications  which  have  been 
introduced  into  the  Income  Tax  during  the  past 
twelve  years,  combined  with  the  great  increase  in 
the  rate  of  tax,  have  rendered  necessary  a modifica- 
tion in  the  existing  method  of  assessing  departmental 
salaries — a method  which  was  framed  to  meet  the 
very  much  simpler  conditions  prevailing  a century 
ago  when  the  departmental  assessment  amounted  to 
little  more  than  an  arithmetical  calculation  of  the 
tax  applicable  to  a known  salary. 

23.234.  (10)  In  conformity  with  the  principle  under- 
lying the  proposals  which  they  have  made  in  regard 
to  the  general  administration  of  the  Income  Tax  the 
Board  of  Inland  Revenue  suggest : — 

(o)  that  the  Departmental  Assessors  should  be 
abolished  and  their  duties  in  relation  to 
the  issue  of  forms  of  return  and  the 
assessment  of  official  salaries  should  be 
transferred  to  the  Surveyors  of  Taxes; 

(b)  that  the  Departmental  Commissioners  and 

Clerks  to  Commissioners  should  be  abolished 
and  that  the  power  of  assessment  in  accord- 
ance with  statements  of  salaries,  &c., 
furnished  by  the  various  Departments 
should  be  vested  in  the  Surveyors  of  Taxes ; 

(c)  that  the  method  of  departmental  assessment, 

with  deduction  of  tax  from  salaries,  &c., 
should  be  applied  uniformly  to  all  tern  - 
porary  or  unestablished  employees  of  the 
various  Public  Departments  (excluding  all 
weekly  wage-earners  charged  by  quarterly 
assessment) ; 

(d)  that  notices  of  assessment  should  be  issued 

to  all  persons  assessed  departmentally,  who 
should  have  a right  of  appeal  to  the  Special 
Commissioners. 

23.235.  (11)  With  regard  to  the  duties  of  assessing 
interest,  &c.,  payable  by  the  Departments  out  of 
the  Public  Revenue  and  assessable  under  Schedule  C, 
it  would  be  sufficient  to  enact  that  the  principal 
accounting  officer  of  each  Department  should  be 
responsible  for  accounting  to  the  Revenue  for  the 
tax  on  all  such  interest. 

23.236.  (12)  The  existing  legal  provisions  for  the 
recovery  of  arrears  are  not  satisfactory  as  they  do 
not  appear  to  authorize  the  deduction  of  any  arrears 
of  tax  which  were  not  deducted  at  the  proper  time, 
and  the  Board  of  Inland  Revenue  suggest  that  the 
law  should  be  amended  so  as  to  make  it  clear  that 
the  right  of  deduction  of  tax  from  any  instalment  of 
official  pay  is  not  restricted  to  the  tax  relating  to 
such  instalment. 

Commissioners  for  municipalities. 

23.237.  (13)  Mention  must  be  made  of  the  provision 
(Income  Tax  Act,  1918,  section  70)  under  which  the 
Mayor  and  members  of  the  Corporation  of  every 
corporate  city  or  borough  are  to  be  Commissioners 
in  relation  to  the  assessment  of  the  salaries,  &c., 
arising  from  the  public  offices  or  employments  of 
profit  under  the  Corporation  or  under  companies  or 
societies  within  the  city  or  borough. 

23.238.  (14)  In  practice,  this  provision  is  acted 
upon  only  by  the  Corporation  of  London  and  (so  far 
as  their  own  officials  are  concerned)  by  the  Corporation 
of  Liverpool,  and  if  the  suggestions  of  the  Board  of 
Inland  Revenue  to  the  effect  that,  in  future,  assess- 
ments on  salaries  should  in  all  cases  be  made  by  the 
Surveyor  of  Taxes,  subject  to  a right  of  appeal  to  the 
General  Commissioners  (or  to  the  Special  Commis- 
sioners in  the  case  of  Public  Departments)  were 
accepted  by  the  Royal  Commission,  it  would  be  desir- 
able that  a similar  course  should  be  followed  with  re- 
gard to  salaries  at  present  assessable  by  Corporations. 
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23,239.  ANNEXE. 

LIST  OF  PUBLIC  DEPARTMENTS  AND  CERTAIN  OTHER  DEPARTMENTS,  WITH  APPROXIMATE 

NUMBER  OF  ASSESSMENTS,  ETC.,  YEAR,  1917- 

18. 

England — Public  Departments. 

Number  of  claims 

Name  of  Department. 

Number  of  assessments. 

referred  to  Surveyors  for 

Public  Departments. 

1.  Admiralty 

65,000  (a) 

19,640 

2.  Air  Ministry  ... 

5o,ooo  m 

# 

3.  Bankruptcy  ... 

170 

* 

4.  Board  of  Education  ... 

1,300 

1 100 

5.  Board  of  Trade 

2,000 

860 

6.  British  Museum 

240 

» 

7.  College  of  Arms 

12 

* 

8.  Colonial  Office 

60 

* 

9.  County  Courts  

2,000 

1,100 

10.  Criminal  Lunatic  Asylums ... 

50 

# 

11.  Customs  and  Excise  ... 

9,500 

5,900 

12.  Foreign  Office 

100 

# 

13.  General  Post  Office  ... 

67,000 

21,090 

14i  General  Register  Office 

750 

15.  India  Office  ... 

9,000 

6,200 

16.  Inland  Revenue 

7,000 

# 

17.  Lord  Chamberlain  ... 

280 

* 

18.  Lord  Steward... 

75 

# 

19.  Master  of  Horse  

50 

* 

20.  Ministry  of  Labour  ... 

4,000 

680 

21.  Ordnance  Survey 

750 

22.  Parliament  Office  

11 

# 

23.  Paymaster-General  ... 

48,000  (c) 

17,804' 

24.  Principal  Probate  Registry 

15 

#• 

25.  Prison  Commission 

850 

650 

26.  Public  Works  Loan  Commission 

25 

27.  Research  Department 

500 

* 

28.  Royal  Mint  

400 

* 

29.  Trinity  House  

800 

* 

30.  War  Office 

250,000  (it) 

23,000 

31.  Office  of  Woods  

70 

# 

32.  Office  of  Works 

2,000 

800 

33.  Public  Trustee 

200 

34.  Miscellaneous  

6.000 

Totals  

522,188 

104,820 

England— Other  Departments. 

35.  Agent-General,  New  South  Wales 

20 

# 

36  „ Queensland 

20 

* 

37.  „ Tasmania  ... 

4 

# 

38.  „ West  Australia 

12 

* 

39.  Bank  of  England 

2,300 

250 

40.  Consistory  Court  

5 

* 

41.  Court  of  Faculties  ... 

4 

* 

42.  Crown  Agents  

150 

100 

43.  Duchy  of  Cornwall  ... 

30 

# 

44.  ,,  Lancaster  ... 

50 

* 

45.  Ecclesiastical  Commissioners 

100 

# 

46.  National  Debt  Office... 

40 

# 

47.  Metropolitan  Police — Force 

20,000 

* 

48.  „ Pensions 

1,100 

# 

49.  „ Salaries 

200 

* 

50.  Queen  Anne’s  Bounty  

40 

* 

51.  University  of  London 

90 

* 

52.  Vicar-General’s  Office 

4 

# 

Totals  

24,169 

350 

„ as  above  ... 

522,188 

104,820 

Grand  Totals 

546,357 

105,170 

(«)  This  figure  includes  about  55,000  officers  and  men,  and  will  be  largely  reduced  on  demobilisation. 

(5)  This  figure  includes  about  40,000  officers,  and  will  be  largely  reduced  on  demobilisation. 

(c)  In  this  office  a large  number  of  miscellaneous  liabilities  are  dealt  with,  e.g.,  retired  pay  and  half-pay  to  officers 
in  the  Army,  Navy  and  Air  Force,  and  pay  of  House  of  Commons’  officials. 

( d ) This  figure  includes  about  240,000  officers,  and  will  be  largely  reduced  on  demobilisation. 

* Included  in  item  (34),  Miscellaneous. 
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Scotland. 

Name  of  Department. 

53.  Exchequer  and  Court  of  Session 


[ Continued . 


Number  of  Assessments. 
1,223 


Ireland— Public  Departments. 

54.  Board  of  Public  Works  

55.  Irish  Lights  Office 

56.  National  Education  Office  

57.  Paymaster-General  (Dublin)  ...  ... 

58.  Registrar  of  Petty  Sessions  Clerks 

59.  Supreme  Court,  Dublin 

Total 


157 

129 

310 

3,322 

520 

30 


4,468 


Ireland — Other  Departments. 

60.  Bank  of  Ireland  

61.  Dublin  Metropolitan  Police 

62.  Dublin  Port  and  Docks  Board  

63.  Representative  Body  of  the  Church  of  Ireland 

Total 

„ as  above 

Ireland,  Grand  Total 


857 

340 

48 

1,532 


2,777 

4,468 


7,245 


[Tins  concludes  the  evidence-in-chief.] 

23.240.  Chairman : You  have  given  us  a very  com- 
plete set  of  papers ; they  are  excellent.  You  will  be 
examined  on  the  points  that  strike  the  Commissioners, 
who  have  read  your  papers,  and  I will  ask  Mr.  Kcrl} 
to  begin  your  examination. 

23.241.  Mr.  Kerly : The  first  paper  I take  is  on  the 

Commissioners.  Will  you  turn  to  paragraph  19  of 
your  first  paper:  “With  regard  to  the  Commissioners 
judicial  functions,  on  the  other  hand,  although  the 
great  majority  of  appeals  are  now  adjusted  by  the 
Surveyor  in  agreement  with  the  taxpayer,  the  agreed 
settlements  being  laid  before  the  General  Commis- 
sioners for  their  formal  approval,  the  position  is  that 
an  important  minority  of  appeals  do  actually  come 
before  the  General  Commissioners  for  their  determina- 
tion.’’ The  view  you  put  forward  is  that  that  appeal 
to  the  General  Commissioners  should  be  continued. — 
That  is  so.  , 

23.242.  And  that  the  General  Commissioners  work 
should  be  limited  to  hearing  appeals? — Quite;  that  is 
our  proposition. 

23.243.  You  agree,  I think,  that  for  that  purpose,  it 
they  are  continued,  it  is  necessary  that  they  should 
have  a competent  clerk  to  advise  them  ?— -Certainly. 

23.244.  Do  you  think  that  it  is  practicable  all  over 
the  country  to  get  a competent  Clerk  who  is  a part- 
time  officer? — I see  no  reason  why  the  Commissioners 
should  not  be  able  to  get  a competent  Clerk. 

23.245.  Do  you  propose  to  leave  the  appointment  of 
the  Clerk  to  the  Commissioners? — Yes,  to  the  Commis- 
sioners. 

23.246.  As  regards  the  Additional  Commissioners, 
you  propose  to  continue  them  for  some  purposes,  I 
think? — Yes,  to  have  their  duties  somewhat  less  broad 
than  they  are  to-day — to  deal  with  certain  classes  of 
assessments. 

23.247.  Do  you  think  that  the  Additional  Commis- 
sioners really  fulfil  any  useful  purpose? — On  the 
whole,  I think  they  do. 

23.248.  In  some  of  the  big  towns  we  have  had  evi- 
dence that  they  really  do  their  job  in  many  cases? — 
Undoubtedly ; that  is  my  experience. 

23.249.  Is  that  general  all  over  the  country? — Well, 
speaking  generally,  I should  saj’  that  in  many  of  the 
country  divisions  they  may  not  take  their  duties  as 
seriously  as  they  do  in  the  towns,  but  we  are  suggest- 
ing certain  improvements,  as  we  think,  in  the  consti- 
tution of  the  Additional  Commissioners,  which  would 


probably  tend  to  make  an  improvement  by  the  intro- 
duction of  new  blood  from  time  to  time. 

23.250.  It  lias  been  suggested  by  many  witnesses 

that  the  Additional  Commissioners  are  a protection  to 
the  small  taxpayer  : is  that  so  in  your  view?— No,  I 
do  not  know  that  they  are  any  particular  protection ; 
it  has  not  been  so  in  my  experience,  and  I should  say 
it  is  not  so  generally.  , . 

23.251 . According  to  the  evidence  we  have  had,  they 
do  not  consider  assessments  of  less  than  £500  a year 
in  the  City  of  London?— That  is  so,  I believe,  and  to 
a certain  extent  that  applies  in  many  of  the  large 
towns  where  they  have  a large  number  of  assessments 
to  deal  with. 

23.252.  Could  you  just  indicate  quite  shortly  what 
real  advantage  you  think  would  be  gained  by  retain- 
ing the  Additional  Commissioners?— I think  that  we 
can  get  help  from  the  local  Additional  Commissioners, 
and  that  we  have  done  so  in  the  past.  We  want  as  a 
Department  to  get  such  light  and  such  help  as  we  can 
from  other  sources,  and  I think  that  experience  has 
shown  that  we  have  undoubtedly  had  help  from  the 
Additional  Commissioners,  and  that  they  have  brought 
liabilities  to  light  in  cases  that  have- come  up.  We 
have  had  material  help  in  some  cases  from  the  Addi- 
tional Commissioners,  and  we  think  it  would  be  a pity 
not  to  make  use  of  that  help  even  if  it  is  somewhat 
limited  in  its  result. 

23.253.  Does  that  mean  that  you  think  in  some  pro- 
portion of  cases  the  local  knowledge  of  the  Additional 
Commissioners  is  really  valuable? — Yes. 

23.254.  Is  that  the'  only  advantage  you  expect  to 
gain  from  continuing  them? — I think  so;  that  is 
really  the  main  purpose  of  their  existence. 

23.255.  You  have  given  us  a very  Important  paper 
on  areas  of  administration,  your  paper  No.  V.  The 
conclusions  are  so  plain  that  I need  not  say  anything 
about  them.  I suppose  you  would  attach  importance 
to  the  proposal  that  the  Inland  Revenue  should  have 
power  to  change  the  areas  and  modify  the  areas 
from  time  to  time  as  they  may  find  advisable?— Yes. 
I think  so,  to  meet  changing  conditions  and  changes 
in  the  population. 

23.256.  Always  maintaining  the  rule,  for  the  normal 
case  at  any  rate,  that  the  area  selected  should  be 
either  a local  government  unit  or  a combination  of 
local  government  units  ? — That  is  bo. 

23.257.  As  we  can  see  from  the  maps  on  the  board, 
the  present  areas  may  be,  as  I ventured  to  describe 
them  just  now.  an  historical  joke,  but  they  are 
nothing  else? — Quite. 
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23.258.  It  is  very  wonderful  that  they  have  con- 
tinued so  long? — We  are  a very  conservative  race. 

23.259.  Going  back  to  the  question  of  local  assist- 
ance, you  propose  to  retain  an  Assessor? — Yes,  in  the 
way  described  in  the  proof. 

23.260.  Yes — with  limited  powers.  Would  it  not  be 
important,  in  order  to  get  any  real  assistance  from 
the  Assessor,  that  he  should  be  an  official  permanently 
resident  within  the  district?  The  Surveyor,  as  I 
understand,  changes  somewhat  rapidly,  or  is  apt  to 
chance  somewhat  rapidly? — In  some  cases. 

23.261.  In  some  cases,  naturally.  There  is  promo- 
tion from  a small  district  to  a large  one,  and  I dare 
say  there  are  other  departmental  reasons  for  it,  but 
it  would  he  desirable,  would  it  not,  if  you  do  retain 
an  Assessor  so  as  to  get  any  benefit  from  him,  that 
he  should  reside  for  long  periods  within  the  district 
so  as  to  get  local  knowledge,  and  get  known  to  the 
taxpayers? — I agree;  and  that  is  the  case  at  present. 

23.262.  Mr.  McLintock : It  was  the  question  of  the 
Assessor  I was  going  to  ask  you  about  first.  You  sug- 
gest in  your  third  paper  that  he  should  be  continued 
for  certain  purposes,  namely,  the  issue  of  forms,  and 
the  making  of  assessments  under  Schedules  A,  B and 
E? — No,  that  is  not  so — only  to  do  clerical  work  and 
to  do  certain  things  specified  in  paragraph  45  of  paper 

23.263.  I beg  your  pardon,  in  paragraph  44  you 
suggest  taking  these  duties  from  him? — Yes. 

23,264-  And  you  leave  him  the  duty  of  affixing 
public  notices? — If  that  is  continued. 

23.265.  Compiling  and  delivering  to  the  Surveyor 
a list  of  persons,  and  completing  the  Surveyor’s  in- 
formation as  to  removals,  deaths,  retirements  and  so 
on  ? — Yes. 

23.266.  I suppose  you  wanted  to  leave  him  some- 
thing?— We  leave  him  what  we  think  he  can  most 
usefully  do  within  the  general  limits. 

23.267.  I suggest  that  what  you  do  leave  him  could 
be  as  well  done,  probably  better  done,  by  someone  in 
the  Surveyor’s  office  acting  under  his  instructions ; to 
put  it  quite  bluntly,  is  there  any  reason  why  the 
Assessor  should  not  be  abolished  altogether?— I think 
there  is.  I think  that  in  the  wide  country  districts 
you  want  a man  on  the  spot  to  give  the  Surveyor  for 
the  district  information  about  the  changes,  retire- 
ments. deaths  and  various  other  matters,  and  al°o  to 
compile  from  his  local  knowledge  the  list  of  persons 
char  ere  able. 

23.268.  Take  paragraph  45  (a),  the  affixing  of  the 
notices ; you  do  not  need  an  Assessor  for  that ; any- 
one can  stick  up  the  notices  at  the  appointed  places? 

Yes ; that  could  be  done,  I have  no  doubt,  by 
arrangement. 

23.269.  “ Compiling  and  delivering  annually  to  the 
Survevor  the  list  of  all  persons  in  the  Assessor’s 
area.”  I take  it  the  Surveyor  has  access  fairly  well, 
either  through  himself  or  his  staff,  to  these  lists  of 
persons? — He  has  the  lists  of  persons  that  have 
been  dealt  with  in  the  past,  but  he  does  not  know 
all  the  changes  that  take  place  in  the  localities, 
or  the  newcomers.  He  cannot,  of  course,  have  his 
eyes  everywhere,  and  he  must  rely  to  a certain 
extent  on  people  in  the  parish  at  a distance  to 
report  changes,  and  they  would  include  those  in 
their  list. 

23.270.  Have  Assessors  in  the  past  given  much 
material  help  in  the  way  of  furnishing  the  names  of 
people  to  the  Surveyor,  that  the  Surveyor  could  not 
equally  have  got  for  himself  if  it  had  been  his  duty 
to  get  it? — I think  they  have,  especially  in  the  large 
areas,  not  so  much  in  the  small  country  districts 
where  changes  are  not  frequent.  But  in  the  big 
towns,  if  you  have  an  Assessor  who  is  trying  to  do 
his  work,  he  does  go  round  and  he  does  pick  up  names 
m various  ways,  and  include  them  in  his  list  from 
year  to  year. 

i 23’?i * * * * * 7}'  the  ,arge  towns  the  Assessor’s  local 

knowledge  is  not  of  anything  like  the  value  that  it 

is  in  a country  district,  and  yet  you  suggest  it  is 

only  m the  towns  that  you  get  these  additional 

names?— May  I point  out  that  the  Assessor 

practically  in  every  case  except  in  three  large  towns 

in  Great  Britain  is  also  the  Collector,  and  in  the 


course  of  his  duties  as  Collector  he  goes  round  the 
district  for  which  he  acts,  and  if  he  keeps  his  eyes 
open  he  picks  up  information  and  picks  up  the 
names  of  newcomers,  and  he  is,  to  a certain  extent 
looking  after  the  work  of  compiling  this  return  before 
he  actually  starts.  He  makes  notes  in  a book,  and 
lie  gets  information  during  the  course  of  the  collec- 
tion. 

23.272.  I take  it  you  agree  it  is  desirable  to 
separate,  if  possible,  the  office  of  Assessor  and 
Collector.  After  all,  the  Collector’s  duty  is  to  receive 
payment  of  sums  of  tax,  the  liability  for  which  has 
already  been  determined,  and  he  should  not  need  to 
have  a house-to-house  visitation  to  collect  the  money  ■ 
they  should  send  it  to  the  Collector.  In  all  the  big 
cities  there  is  no  collection  made  of  tax;  you  go 
and  pay  it  at  the  office  set  apart  for  the  purpose?— 
That  may  be. 

23.273.  And  in  many  of  the  country  districts  the 
same  thing  applies?— I think  that  there  is  more  real 
collecting  than  you  would  imagine;  it  may  not  be  so 
in  Glasgow. 

23.274.  I am  not  referring  to  Glasgow;  I am 
referring  to  other  parts.  Take  Ireland,  for  example 
—they  do  not  go  and  pay  to  the  Collector ; they  have 
to  send  their  tax  hundreds  of  miles.  For  instance, 
in  Sligo  they  send  it  to  Derry,  I think ; is  not  that 
so? — I really  do  not  know. 

23.275.  Well,  they  do  as  a matter  of  fact.  The 
Collector  is  not  in  the  town.  Still,  your  view  is  that 
the  Assessor  should  still  be  left  to  perform  these  more 
or  less  formal  duties,  some  of  which,  in  (a),  ( b ) and 
(c)  of  paragraph  45  of  your  paper  No.  Ill,  could  be 
done  as  well  by  the  Surveyor’s  assistants? — I think 
as  regards  (5)  I should  not  agree  with  that  statement. 
I think  we  should  get  help  from  an  Assessor  with 
regard  to  the  compiling  of  the  lists  of  persons  in 
the  Assessor’s  area  chargeable  under  Schedule  D. 

23.276.  Would  you  have  a whole-time  official  to  do 
these  duties? — No,  there  would  not  be  sufficient  work. 
I think  that  where  a Collector  has  not  too  large  an 
area  that  little  extra  work  would  naturally  fall  to 
him,  and  he  would  do  that  quite  well  along  with  his 
work  as  Collector,  as  he  does  to-day. 

23.277.  Then  on  the  question  of  the  Clerks  to  Com- 
missioners, you  give  the  scale  of  their  remuneration, 
I think,  somewhere  P — At  the  end  of  the  Becond 
paper. 

23.278.  The  hearing  of  appeals  is,  in  effect,  the 
main  function  that  you  leave  to  the  Commissioners? 
- — That  is  so 

23.279.  And  their  adviser  would  need  to  be  one 
fairly  well  skilled  in  the  law  and  practice  of  Income 
Tax? — He  should  be. 

23.280.  Of  course,  you  will  not  get  him  for  £25 
a year,  will  you? — It  would  depend  how  many  meet- 
ings he  had  to  attend,  surely. 

23.281.  I do  not  know;  he  has  to  have  an  accumula- 
tion of  knowledge  even  if  he  has  to  impart  it  only 
twice  a year.  I see  the  present  scale  of  remunera- 
tion for  the  first  500  in  the  table  at  the  end  of 
your  second  paper  is  fairly  lowP — Yes. 

23.282.  You  have  no  idea,  I suppose,  of  how  many 
Clerks  to  Commissioners  are  practising  solicitors? — 
We  have  some  figures  which  show  that,  of  the  number 
we  have  knowledge  of,  five-sixths  are  solicitors  and 
one-sixth  are  not.  You  could  probably  take  that  as 
the  proportion  right  through. 

23.283.  You  would  agree  that  some  of  them  are  not 
very  well  versed  in  Income  Tax — I mean  they  take 
their  duties  very  casually? — Yes,  I think  that  is  so  to 
a certain  extent. 

23.284.  They  would  rather  take  the  law  from  the 
Surveyor  of  Taxes  than  apply  their  own  minds  to 
it? — Yes,  I think  that  is  probably  the  case  in  some 
instances. 

23.285.  And  that  is  part  of  the  public  grievance 
against  Commissioners  in  general? — It  depends  to  a 
great  extent  on  whether  a Clerk  to  the  Commissioners 
really  takes  an  interest  in  his  work. 

23.286.  And  is  competent  to  discharge  the  duties? 
— That  follows,  I think. 
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23.287.  I 8ee  you  make  a suggestion  that  the  new 
bodies  of  Commissioners  should  be  recruited  in  a 
certain  way;  that  is  in  paragraph  36  of  paper  No.  I.? 
—Yes,  that  is  so. 

23.288.  One-third  by  the  Crown,  one-third  by 
magistrates  and  one-third  by  the  local  authority?— 

^ 23,289.  That  is  to  say  you  consider  the  present 
system  of  drawing  them  from  Land  Tax^  Com- 
missioners should  be  entirely  swept  away?— 'That  is 

S°23,290.  And  particularly  the  property  qualification 
should  be  abolished? — Yes. 

23,291.  You  do  not  suggest  any  scheme  for  the  re- 
tirement of  Commissioners? — Not  of  the  General 
Commissioners ; only  of  the  Additional  Com- 
missioners. _ . 

23  292.  Why  do  you  draw  the  distinction  ? — The 
General  Commissioners  at  present  are  appointed  for 
life,  or  until  they  resign.  We  do  suggest  some  limit, 
we  say  that  if  he  leaves  the  division  or  ceases  to 
carry  on  business  in  the  division  he  should  cease  to 
be  a Commissioner.  That  is  the  only  limitation  that 
is  suggested  at  the  moment. 

23.293.  The  General  Commissioners  are  the  body 
who  at  present  hear  all  the  appeals? — Yes. 

23.294.  I suppose  you  have  experience  of  some  Com- 
missioners who  have  reached  a very  great  age,  and 
should  have  retired  before  their  usefulness  has 
practically  come  to  an  end? — Yes,  that  is  so. 

23.295.  Would  it  not  .be  an  advantage  if  they  re 
tired?  You  suggest  there  should  be  12  of  them,  with 
an  additional  list  of  six  Do  you  not  think  it  would 
be  an  advantage  if  they  were  also  to  retire  in  the 
same  manner  as  you  lay  down  for  the  Additional 
Commissioners? — Well,  I am  not  sure  with  regard 
to  a body  of  that  kind,  because  they  acquire  ex- 
perience in  the  course  of  time  in  hearing  appeals. 
Practically  you  might  describe  their  functions  as 
judicial  functions,  and  they  do  accumulate  know- 
ledge in  dealing  with  the  cases  that  come  before  them. 
At  the  same  time  it  might  be  a matter  for  consider- 
ation whether  there  should  be  any  age  limit  or  other 
means  of  making  a change ; but  I would  like  to  say, 
and  I would  like  to  emphasize  this  point,  that  the 
Board  in  putting  these  proposals  forward  realize  the 
difficulties,  and  they  are  put  forward  as  purely 
tentative  suggestions  as  to  what  the  Board  think 
might  be  the  mode  of  appointing  the  Commissioners. 

23.296.  Has  your  experience  been  that  the  Com- 
missioners in  the  past  are  inclined  to  get  into  a 
groove,  and  that  they  simply  scamper  through  the 
appeals?  They  have  a limited  length  of  time  in 
which  to  hear  the  appeals ; they  have  their  trains  to 
catch,  and  their  lunch  to  get,  and  so  on,  and  they 
really  rush  the  work  very  often  at  the  appeal  hear- 
ings?— I think  that  would  depend  to  a great  extent 
on  the  class  of  case  that  comes  up  for  appeal.  My 
experience  is  that  if  the  Commissioners  have  a really 
important  case  they  give  a very  careful  hearing,  but 
it  is  quite  possible  that  in  the  small  cases  they  may 
not  consider  it  necessary  to  spend  such  a long  time 
over  them. 

23.297.  My  experience  is  that  the  more  com- 
plicated and  difficult  the  case,  they  are  inclined  to 
become  impatient;  that  is  not  your  experience?  No. 
I have  had  experience  sometimes  of  cases  where 
counsel  have  been  employed  and  of  others  where  there 
has  been  no  one  but  the  appellant  and  the  Surveyor, 
and  the  Commissioners  have  listened  very  patiently 
and  taken  great  pains. 

23.298.  With  regard  to  the  duties  of  the  Com- 
missioners as  they  exist  at  present,  the  reviewing  of 
the  assessments  and  dealing  annually  with  the 
selected  cases  that  have  to  be  brought  under  review, 
do  you  agree  that  these  duties  are  very  formal? — You 
mean  the  Additional  Commissioners  now? 

23.299.  Yes,  the  Additional  Commissioners.— It  is 
difficult  to  give  a categorical  answer  to  that.  In 
some  divisions  the  Commissioners  undoubtedly  take 
their  duties  much  more  seriously  and  do  better  work 
than  in  others.  In  some  divisions  they  may  look  upon 
it  as  a more  or  less  formal  matter,  whilst  in  other 
divisions  the  Commissioners  are  alive  to  the  position, 
and  they  give  more  or  less  valuable  help. 


23.300.  We  have  had  suggested  to  us  by  the  Clerk 
to  the  Commissioners  for  the  City  of  London,  for 
example,  that  the  Commissioners  there  do  an 
enormous  mass  of  detailed  work  in  reviewing  assess- 
ments and  reviewing  repayment  claims,  and  points 
of  that  kind.  Is  it  not  the  case  that  the  bulk  of  the 
work  is  done  by  the  Surveyors,  and  that  it  is  merely 
a formality  putting  it  before^  the  Commissioners? — 
No;  I think  that  they  do  exercise,  within  a limited 
range,  their  functions. 

23.301.  I quite  agree  they  do  within  a limited 
range.  Have  you  read  Mr.  Copley  Hewitt’s 
evidence? — I have. 

23.302.  And  generally  do  you  agree  with  what  runs 
all  through  it — the  enormous  amount  of  detail  work 
that  is  done  by  the  Commissioners  in  getting  down 
to  the  assessments  themselves? — No,  I do  not. 

23.303.  Whatever  may  be  the  practice  in  the  City 
of  London,  it  does  not  prevail  elsewhere? — It  does 
not. 

23.304.  He  was  asked  at  the  beginning  if  he  spoke 
for  all  Clerks  to  Commissioners,  and  he  stated  that  he 
did? — -Yes,  I know  he  said  so. 

23.305.  Your  view  is,  if  that  does  prevail  in  the 
City  of  London — I am  not  quite  sure  that  it  does  to 
the  extent  set  forth  and  detailed — the  duties  are  not 
carried  on  in  that  way  in  other  parts  of  the  country? 

. — May  I say  from  my  own  experience  that  in  some 
of  the  big  towns  in  the  country  the  Additional  Com- 
missioners do  as  much  work  as  the  City  Commis- 
sioners did  when  I was  in  the  City  of  London ; I do 
not  think  they  have  done  more. 

23.306.  And  you  have  told  us  that  in  the  other 
parts  of  the  country  they  do  very  little? — No. 

23.307.  I mean  of  the  real  work? — They  give  very 
valuable  help  in  some  cases,  undoubtedly,  and  I think 
it  would  be  a pity  not  to  have  that  help. 

23.308.  I quite  agree  with  you  that  there  should 
be  a body  of  Commissioners,  but  I think  that  their 
functions  should  be  entirely  altered  to  meet  the 
changed  conditions  that  now  prevail,  and  that  is 
generally  your  evidence,  as  well,  is  it  not? — Yes, 
because  we  are  suggesting  that  they  should  only  deal 
with  certain  classes  of  cases. 

23.309.  In  other  words,  that  their  functions  to-day 
should  be  merely  those  of  an  appeal  body,  with  a 
competent  Clerk  to  advise  them  on  points  of  law 
which  may  arise  in  the  course  of  an  appeal? — That 
is  the  General  Commissioners  you  are  referring  to 
now. 

23.310.  Yes,  the  General  Commissioners? — Just 
now  we  were  speaking  of  the  Additional  Commis- 
sioners, who  are  a separate  body. 

23.311.  Yes? — The  Additional  Commissioners  are 
the  assessing  Commissioners,  if  you  like  to  call  them 
so. 

23.312.  Quite.  The  two  bodies  really  ought  to  be 
differently  constituted ; their  functions  are  different. 
The  Additional  Commissioners  are  really  required  for 
having  some  kind  of  local  knowledge? — Quite. 

23.313.  In  the  case  of  individuals  who  make  no 
returns,  or  of  an  individual  who  makes  an  incom- 
plete return,  or  in  the  Surveyor’s  opinion  an  insuffi- 
cient return,  you  want  someone  who  has  the  know- 
ledge as  to  whether  he  should  be  put  up  or  down? — 
That  is  so. 

23.314.  That  is  a different  type  altogether  from 
the  individual  who  has  to  sit  on  the  appeal  body? — 
Yes.  You  want  a man,  of  course,  who  has  a know- 
ledge of  what  is  going  on  in  the  district,  and  who  is 
an  active  man  in  many  ways. 

23.315.  And  that  is  not  so  essential  for  the  General 
Commissioners  who  hear  appeals? — That  is  so. 

23.316.  Mr.  Synnott:  Have  you  any  special  know- 
ledge of  the  practice  in  Ireland? — I have  made  some 
inquiry  into  the  matter,  hut  I have  not  served  in 
Ireland  rrwcelf. 

23.317.  There  is  no  local  assessment  there  at  all? — 
No;  our  Surveyors  are  the  Assessors. 

23.318.  The  Surveyors  are  the  Assessors,  and  there 
are  29  areas? — Twenty-nine  tax  districts,  ves. 

23.319.  And  how  manv  Surveyors? — Each  tax  dis- 
trict is  in  charge  of  a Surveyor  with  a staff. 

23.320.  Of  those  Surveyors  about  12  are  in  thp 
larse  towns,  are  they  not? — That  is  so;  in  Dublin, 
Belfast  and  Cork, 
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23.321.  That  would  bo  less  than  one  Surveyor  for 
each  country  district;  subtract  12  from  29  and  you 
have  it.  I took  down  your  phrase,  I think  it  was  in 
answer  to  Mr.  McLintock.  You  said  “ In  wide 
country  districts  we  want  a man  on  the  spot.”  If 
Assessors  are  necessary  for  the  reason  that  you  sug- 
gest in  England,  would  you  kindly  tell  me,  especially 
in  regard  to  the  country  districts,  how  you  get  your 
local  knowledge  in  Ireland  where  there  are  no 
Assessors? — We  have  129  Collectors,  of  whom  nearly 
40  are  full-time  men,  and  our  Surveyors  make  in- 
quiries through  them.  In  addition  to  that  I may  say 
that  in  pre-war  days  it  was  the  custom  for  our  Sur- 
veyors to  go  on  personal  survey,  as  we  call  it, 
annually,  in  the  different  parts  of  their  areas,  and 
in  that  way  they  picked  up  new  cases  of  liabilities 
or  new  cases  for  inquiry. 

23.322.  But  that  is  not  done  now? — That  could  not 
be  done  during  the  war,  because  of  the  shortage  of 
staff.  We  were  not  able  to  recruit  because  the  men 
were  wanted  in  the  Army. 

23.323.  I go  to  your  two  points  first.  You  say  the 

Collector  really  does  in  Ireland,  or  many  of  the"  Col- 
lectors do,  the  work  of  Assessors? — No.  They  answer 
the  Surveyor’s  inquiries,  and  they  make 

23.324.  Who  performs  the  necessary  duties  of  in- 
forming a Surveyor  as  to  removals,  informing  the 
Surveyor  as  to  deaths,  and  informing  the  Surveyor 
as  to  new  business  in  Ireland? — The  Surveyor  would 
make  inquiries  of  local  people,  probably,  chiefly  the 
Collector. 

23.325.  By  local  people  you  do  not  mean  that  he 
would  go  outside?— -Chiefly  the  Collector,  I say. 

23.326.  But  do  you  say  he  would  go  outside  the 
officials?  Would  he  ask  local  people — private  per- 
sons?— He  would  ask  local  officials  as  regards  retire- 
ments and  deaths  and  changes  of  that  kind,  which 
do  not  involve  questions  of  assessing. 

23.327.  I need  not  go  into  it,  but  can  you  tell  me 
historically  or  for  any  reason  why  there  is  this 
difference  in  Ireland  ? I am  not  expressing  any 
opinion,  but  why? — When  the  Income  Tax  was  intro- 
duced into  Ireland  there  was  no  territorial  organisa- 
tion ; there  were  no  divisions  and  no  Land  Tax  Com- 
missioners to  found  the  thing  upon,  and  it  wns 
organised  on  the  basis  as  it  exists  to-day,  of  Sur- 
veyors and  Special  Commissioners  and  Collectors. 

23.328.  Do  you  say  before  the  war  the  Surveyor 
used  to  go  on  these  tours  to  inquire? — Yes,  he  did. 

23.329.  But  the  Surveyor  is  constantly  leaving,  is 
he  not?  In  my  personal  experience  I have  known 
a particular  district  in  Dublin  where  there  have  been 
four  Surveyors  in  about  the  last  15  years  ? — That  may 
be  so. 

23.330.  How  can  a Surveyor  by  any  kind  of  tour- 
ing acquire  that  local  knowledge  which  is  necessary? 
— I think  it  is  possible  for  a Surveyor  who  is  wide 
awake  to  do  so,  and  that  as  a matter  of  fact  they 
have  found  out  many  cases  for  investigation. 

23.331.  Are  you  aware  that  the  Surveyor  for 
Dublin  has  a considerable  area  of  rural  district  within 
30  or  40  miles  of  Dublin,  and  that  that  district 
is  practically  never  visited? — That  is  with  regard 
to  Schedule  B,  I suppose  you  mean. 

23.332.  Schedules  A,  B and  D,  where  there  are 
appeals  on  farms? — Quite  so. 

23;333.  You  have  no  special  knowledge  of  that,  so 
I will  not  ask  you  further.  You  did  say  that  the 
Collectors  evidently  have  some  other  duties  than 
collection  in  Ireland? — There  would  be  subsidiary 
duties. 

23.334.  Who  appoints  them? — The  Crown — the 
Special  Commissioners  are  the  actual  appointing 
authority. 

23.335.  But  the  Special  Commissioners  have  no 
local  knowledge  whatever,  have  theyP  There  is  not 
an  Irishman  amongst  them,  is  there?— But  the 
Collectors  whom  they  appoint  are  local  men. 

23.336.  But  how  do  they  know  anything  about 
these  men?  They  pay  a five  months’  visit.  Who 
are  the  Special  Commissioners? — It  is  the  Surveyor 
on  the  spot  who  finds  out  the  actual  man  who  is 
suitable  for  the  appointment. 


^ 23,337.  He  recommends?— lie  recommends  to  the 
Special  Commissioners  to  make  the  appointment  if 
they  are  satisfied. 

23.338.  Do  you  know  anything  about  the  practice 
of  collecting?  In  many  cases  is  not  the  collection 
made  by  visits  and  paid  in  hard  cash? — You  mean 
the  taxpayer? 

23.339.  He  does  not  pay  by  cheque  in  many  country 
districts,  and  he  does  not  pay  except  when  he  is 
called  upon  to  pay,  does  he  ? — I am  not  quite  sure 
what  the  practice  is  at  the  present  moment  in  Ire- 
land. I should  say  that  as  in  the  country  districts  in 
England  they  pay  by  cash  or  money  order  in  many 
cases. 

23.340.  In  your  paper  on  the  administration  of  the 
Collectors  of  Taxes  (paper  No.  IV)  you  deal  in 
paragraphs  55  and  56  with  the  banking  arrange- 
ments?— That  is  the  Collector’s. 

23.341.  Yes.  Do  you  seriously  suggest  that  it  is 
the  practice  in  Ireland,  that  there  is  a special 
account  on  which  he  cannot  draw  to  the  credit  of 
the  Inland  Revenue? — The  arrangements  in  para- 
graph 56  in  the  proof  apply  only  to  England  and 
Wales. 

23.342.  In  Ireland  you  pay  your  cheque  direct  to 
and  in  the  name  of  the  Collector? — So  they  do  in 
England. 

23.343.  I have  always  done  so.  Is  it  not  a very 
wrong  practice? — The  taxpayer  is  asked  to  cross  the 
cheque  to  the  account  of  the  Commissioners  of 
Inland  Revenue. 

23.344.  Pardon  me ; I do  not  like  to  give  evidence, 
but  I think  you  ought  to  inquire  about  that.  You 
suggest  that  this  practice  should  be  made  universal, 
that  the  cheque  should  be  drawn  in  favour  of  the 
Commissioners  of  Inland  Revenue? — No,  we  do  not 
suggest  that.  The  point  has  been  raised  from  time 
to  time,  and  has  been  under  consideration. 

23.345.  Is  the  Collector  paid  a percentage? — No; 
he  is  paid  a salary. 

23.346.  It  is  not  his  money  at  all,  then.  Why 
should  it  go  to  the  credit  of  his  private  account? — 
I think  he  does  not  pay  it  into  his  private  account. 
He  pays  it  into  a bank  that  has  been  selected. 

23.347.  But  he  may  pay  it  into  his  private  account 
if  he  likes? — But  if  lie  does  so  he  disobeys  the  Regu- 
lations. 

23.348.  Would  you  turn  to  your  paper  No.  VI  on 
the  Public  Departments,  paragraphs  9 to  12?  In 
the  case  of  those  Public  Departments  the  Commis- 
sioners do  all  the  assessing,  do  they  not,  through  their 
Assessors?- — Yes;  through  the  Assessors  appointed  by 
the  Departmental  Commissioners. 

23.349.  Returns  are  made  as  to  whether  a man  is 
married  and  so  on,  and  as  to  his  private  means,  and 
the  Commissioners  deduct  the  appropriate  tax? — 
Quite  so. 

23.350.  You  suggest  in  paragraph  10  that  the  De- 
partmental Assessors  should  be  abolished,  and  their 
duties  in  relation  to  the  issue  of  forms  and  the 
assessment  of  official  salaries  should  be  transferred 
to  the  Surveyor  of  Taxes.  Do  you  confine  that  only 
to  the  assessment  of  official  salaries,  or  do  you  extend 
it  to  the  deduction  of  Income  Tax  from  the  interest 
on  public  funds?  I am  speaking  for  the  Bank  of 
Ireland  now? — We  confine  our  suggestion  to  the  tax 
on  the  official  salaries  only. 

23.351.  May  I ask  why  you  propose  that  alteration  ? 
— Because  we  think  that  it  is  in  effect  an  extension 
of  the  suggestion  put  forward  by  the  Board  that  all 
Schedule  E assessments  should  be  dealt  with  by  the 
Surveyors.  We  see  no  reason  why  a civil  servant 
should  not  be  dealt  with  in  the  same  way.  He  should 
have  a notice  of  charge,  and  he  should  be  dealt  with 
by  an  experienced  official.  By  doing  that  we  should 
save  an  enormous  amount  of  circumlocution.  At  the 
present  time  about  one-fifth  of  the  returns  made  by 
civil  servants  have  to  be  sent  to  the  Public  Depart- 
ments’ Surveyors  to  be  examined,  because  they  con- 
tain other  income;  they  have  to  he  sent  backwards 
and  forwards,  qnd  registered  at  both  ends,  so  that 
the  work  is  really  being  done  twice  over. 
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23  352.  You  would  confine  the  Public  Department’s 
duties  to  sending  a proper  return  of  the  amount  of 
the  salaries  only? — And  the  deduction  of  the  tax,  of 
course.  The  Accounting  Officer  of  the  Department 
would  be  required  to  deduct  the  appropriate  tax, 
and  acoount  for  it  to  the  Inland  Revenue. 

23,353.  He  would  deduct  the  tax  at  the  6s.  rate? — 
No  • at  the  appropriate  rate  always. 

23  354.  How  can  he  know  the  appropriate  rate 
unless  he  knows  all  the  particulars,  unless  he  makes 
the  assessment? — He  would  be  advised  as  to  the 
amount  to  deduct. 

23  355.  Oh,  I see.  With  regard  to  these  church- 
door  notices,  do  you  not  really  think  that  is  a very 
archaic  and  out-of-date  method  of  giving  notice  of 
ta.x? — Undoubtedly  it  is  old-fashioned. 

23.356.  Is  it  not  more  honoured  in  the  breach  than 
in  the  observance  in  the  country  that  I come  from? 
— I do  not  know  about  Ireland. 

23.357.  Do  you  not  think  there  should  be  a proper 
notice — in  the  newspaper  or  by  some  other  method? 
— It  is  a matter  for  consideration  as  to  whether  some 
other  method  should  not  be  adopted,  either  through 
the  Press  or  the  post  office,  or  some  other  method. 
With  regard  to  the  question  that  you  raised  about 
the  Collectors’  banking  arrangements,  I have  got 
here  a copy  of  the  Collectors’  Instructions,  issued  by 
the  Board  of  Inland  Revenue  officially.  Paragraph  85 
says:  “ If  you  are  under  banking  arrangements  pre- 
scribed by  the  Board  of  Inland  Revenue,  such 
arrangements  must  be  strictly  observed,”  and  it 
goes  on  to  show  the  manner  in  which  they  shall  carry 
this  out.  I thought  it  was  desirable,  in  view  of  what 
you  said  about  the  Collectors  in  Ireland,  that  you 
should  know  that. 

23.358.  Will  you  kindly  look  at  the  form  which  is 
handed  to  the  Collector  with  the  demand  for  the 
payment  of  the  tax,  and  see  whether  it  does  not 
provide  that  the  money  is  to  be  paid  to  the  Collector 
personally? — Yes;  by  a crossed  cheque. 

23.359.  Would  you  look  at  the  form  now  and  see 
whether  you  are  right  or  I am  right? — All  cheques 
sent  have  to  be  crossed  “ Bank  of  Ireland  ” and  “ not 
negotiable.”  That  is  put  in  the  official  instructions. 

I thought  I had  better  mention  that. 

23.360.  Chairman:  Yes;  quite  right. 

23.361.  Mr.  Marks : With  regard  to  the  Additional 
Commissioners,  in  your  paper  No.  I on  Commis- 
sioners generally,  I cannot  quite  reconcile  para- 
graph 22  and  paragraph  34.  You  suggest  in  para- 
graph 22  that  there  is  a great  difference  between  their 
nominal  and  their  actual  functions,  and  that  their 
nominal  functions  have  become  rather  more  than 
they  can  actually  perform? — I think  that  is  so. 

23.362.  Then  you  go  on  in  paragraph  34  and  say 
that  the  Board  of  Inland  Revenue  suggest  that  the 
functions  of  the  Additional  Commissioners  “ should 
be  the  considering  of  returns  and  the  making  of  the 
assessments  in  respect  of  all  income  assessable  under 
Schedule  D.”  That  includes  all  those  returns  which 
you  have  suggested  previously  that  they  are  not  fit  to 
cope  with? — No,  I do  not  say  they  are  not  fit  to  cope 
with  them.  I think  if  they  took  their  duties  seriously 
they  probably  would  go  through  the  ordinary  trades 
and  professions. 

23.363.  Frankly,  it  rather  suggested  to  my  mind 
that  the  Board  of  Inland  Revenue  said,  “ well,  after 
all,  these  Additional  Commissioners  are  not  doing 
much  harm;  we  will  keep  them  on  ”? — No.  I think 
they  do  a certain  amount  of  positive  good.  It  is 
not  a negative  but  it  is  a positive  help  that  they  give 
to  us  in  certain  cases,  and  we  ought  not  to  lose  the 
benefit  of  that. 

23.364.  There  is  one  thing  with  which  I strongly 
agree,  and  I would  like  to  know  if  you  would 
emphasize  it  a little  further.  You  say  that  both  the 
General  Commissioners  and  Additional  Commissioners 
should  be  taxpayers.  Would  you  agree  with  me  that 
that  should  be  an  absolute  condition? — Which  para- 
graph is  that? 

23.365.  Paragraphs  37  and  39? — The  persons 
appointed  should  be  taxpayers. 

23.366.  That  is  the  General  Commissioners,  and  in 
• ■ you  say  -that  the  Additional  Commissionei's  should 

ie  taxpayers? — “ Who  are  either  resident  in  the 

ivision  ot  who  carry  on  business  in  the  division.” 
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23.367.  I am  only  on  the  taxpayers’  point  at  the 
moment.  I suggest  to  you  that  it  should  be  put  as 
strongly  as  possible  that  it  should  be  an  absolute 
condition  of  their  appointment  that  they  should  be 
payers  of  taxes.  I presume  you  mean  direct  taxes? 
— They  are  taxpayers  whether  they  are  paying  direct 
or  indirect. 

23.368.  You  do  not  limit  it  to  that? — You  have  a 
man  resident  in  the  division  who,  though  retired 
from  business,  might  yet  be  in  touch  with  the  busi- 
ness world,  who  would  have  no  direct  assessment, 
but  whose  income  would  be  such  as  would  be.  taxed 
at  the  source. 

23.369.  You  are  attaching  to  what  I said  a different 
meaning  from  that  which  I attach  to  it.  When  I say 
direct  taxes,  I am  speaking  of  Income  Tax  as  opposed 
to  indirect  taxes,  such  as  the  tax  on  sugar  ? — You 
mean  that  he  should  be  a taxpayer  in  the  sense  that 
he  is  an  Income  Tax  payer,  either  directly  or  in- 
directly. 

23.370.  Would  you  agree  further  that  he  must  con- 
tinue to  be  an  Income  Tax  payer,  and  if  he  did  not 
continue  to  be  an  Income  Tax  payer  he  should  lose 
his  commission — he  should  always  be  an  Income  Tax 
payer? — That  would  introduce  a qualification. 

23.371.  It  is  a qualification  that  I want  to  be  intro- 
duced?— I should  say  that  that  would  be  a fair  and 
reasonable  proposition. 

23.372.  Mr.  Walker  Clark : If  a Commissioner  at 
present,  either  a General  Commissioner  or  an  Addi- 
tional Commissioner,  ceases  to  pay  the  appropriate 
amount  of  tax,  that  is,  ceases  to  have  the  proper 
qualification,  he  ceases  to  be  a Commissioner,  does  he 
not? — No,  because  at  the  present  time  a property 
qualification  is  required,  as  mentioned  in  para- 
graph 38. 

23.373.  If  he  ceases  to  hold  that  qualification?— 
Then  he  would  cease  to  be  entitled  to  act  as  a Com- 
missioner. 

23.374.  And  he  wrould  be  taken  off  the  Commission? 
— Yes,  if  he  became  bankrupt  or  something  of  that 
kind. 

23.375.  In  reference  to  Clerks  to  the  Commissioners, 
would  you  agree  that  the  Clerk  should  be,  to  some 
extent,  a Government  official,  that  is  to  say,  he  should 
be  the  adviser  to  the  Customs,  or  to  the  Board  of 
Trade,  or  to  the  Home  Office,  or  the  Post  Office? — 
No.  If  he  is  to  act  as  the  legal  and  general  adviser  of 
the  General  Commissioners  I think  he  should  be 
appointed  by  them ; they  would  appoint  someone  in 
the  neighbourhood  who  is  a fit  person. 

23.376.  You  would  absolutely  trust  their  discretion 
in  appointing  their  Clerk? — I think  we  should  have 
to. 

23.377.  You  know  at  present  there  is  a tendency 
to  employ  ex-Surveyors  as  Clerks? — There  has  been 
on  the  part  of  a few  bodies  of  Commissioners,  about 
five  or  six  in  all. 

23.378.  Does  the  Inland  Revenue  Department  ap- 
prove of  that  procedure? — We  have  not  been  able  to 
help  it. 

23.379.  Do  you  think  that  they  are  suitable  per- 
sons for  the  post?  That  is  the  point  I wanted  to  get 
at? — With  their  legal  and  general  training  some  of 
them  might  be.  As  a matter  of  fact  most  of  the  men 
you  refer  to  were  retired  officials. 

23.380.  Not  all? — No,  all  but  two,  I think. 

23.381.  In  your  paper  No.  I,  dealing  with  Commis- 
sioners, paragraph  36,  it  is  proposed  by  the  Board 
that  12  should  be  appointed? — Yes. 

23.382.  Would  not  the  practical  effect  of  the  three 

suggestions  (a),  (b),  and  (c)  in  that  paragraph  be  to 
appoint  the  very  type  of  men  that  are  appointed 
now?  One-third  by  the  Crown,  possibly  acting 
through  the  Lord  Chancellor  or  the  Lord-Lieutenant 
of  the  County — those  would  be  justices,  would  they 
not? — Not  necessarily.  The  Lord-Lieutenant  would 

have  the  whole  field  of  selection  in  his  area,  and  he 
would  take  advice. 

23.383.  But  the  result  would  be  that  they  would  be 
justices,  would  it  not? — It  might  possibly  be  so.  It 
would  depend  on  the  Lord-Lieutenant’s  view  of  the 
matter.  I think  he  would  probably  select  a certain 
number  who  were  justices  of  the  peace. 

23.384.  And  (b)  would  certainly  be  justices? — I 
think  that  probably  that  would  be  so. 
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23.385.  And  (c)  would  very  largely  be  justices? — I 
do  not  think  so.  I think  that  the  local  authority 
might  appoint  six  who  were  none  of  them  justices. 

23.386.  But  there  are  only  four  to  he  appointed? 

I am  speaking  of  the  18,  including  the  six  to  supply 
vacancies. 

23.387.  May  I suggest  that  a very  much  better 
method  of  appointing  these  would  be  to  ask  the  Law 
Society  to  nominate  a certain  number,  and  the  local 
organisation  of  accountants  to  nominate  one  or  more, 
and  the  Chamber  of  Commerce  one  or  more,  and  the 
Chamber  of  Trade  one  or  more  rather  than  these 
bodies? — But  you  would  have  many  districts  where 
there  was  neither  a Chamber  of  Commerce  nor  a 
Chamber  of  Trade. 

23.388.  I do  not  think  so? — Surely  there  are  no 
Chambers  of  Commerce  in  the  rural  districts? 

23.389.  Oh,  yes,  I think  so?— Not  Chambers  of  Com- 
merce. 

23.390.  Organisations  of  employers? — It  seems  to 
me  that  if  you  are  going  to  suggest  nomination  by  all 
these  different  bodies  you  would  have  an  immense 
number  of  appointing  authorities ; in  fact,  you  would 
be  sure  to  leave  somebody  out  if  you  tried  that. 

23.391.  In  the  City  of  London  you  have  that  prin- 
ciple at  present,  have  you  not? — The  principle  is  to 
appoint  by  the  different  authorities  prescribed  in  the 
Act — the  Bank  of  England,  the  Port  of  London 
Authority,  and  so  on. 

23.392.  You  have  the  principle  there  already,  have 
you  not? — -Yes ; that  has,  of  course,  come  down  from 
the  beginning. 

23.393.  From  time  immemorial? — Yes. 

23.394.  Chairman:  What  do  you  want  him  to  con- 
fess to.  Mr.  Walker  Clark  ? 

23.395.  Mr . Walker  Clark : I want  to  suggest  that 

the  principle  which  is  adopted  in  the  case  of  the  City 
of  London  should  be  extended  rather  than  have  an 
absolutely  new  principle,  as  here  introduced.  I won- 
dered whether  the  Board  had  considered  that  point? 

The  Board’s  proposals,  as  I stated  in  the  proof,  are 
tentative  proposals.  The  different  ideas  mentioned 
have  been  considered,  but  it  was  thought  that  the 
main  qualifications  should  be  high  character,  im- 
partiality and  general  intelligence;  it  was  not  thought 
desirable  that  the  bodies  of  Commissioners  should  be 
representative  of  different  interests  or  trades  and 
professions,  and  so  on,  but  that  they  should  be  repre- 
sentative of  the  community  at  large. 

23.396.  Is  not  that  exactly  the  type  of  man  you 
have  at  present?— No,  I do  not  think  so. 

23.397.  I am  glad  that  you  pay  a compliment  to 
the  division  from  which  I come — that  the  body  are 
first-rate.  You  suggest  that  West  Yorkshire  is  a 
suitable  model  for  the  country? — You  are  thinking  of 
the  West  Morley  Division. 

23.398.  Not  particularly  West  Morley? — That  comes 
to  me  familiarly. 

23.399.  At  present,  I think  it  requires  the  sign 
manual  of  Commissioners  to  make  the  schedules  a 
legal  instrument? — They  have  to  be  sealed. 

23.400.  Would  you  suggest  that  that  should  be 
abolished?  Do  you  not  think  it  is  quite  unnecessary 
that  the  charge  duplicate  should  be  sealed  ?— Person- 
ally, I do  not  see  that  it  is  essential. 

23.401.  In  reference  to  the  Public  Departments, 
you  suggest  that  the  weekly  wage-earners  should  be 
excluded  specially;  that  is  in  paragraph  10  (c)  of 
pour  paper  No.  VI.  ?—“  Excluding  all  weekly  wage- 
sarners  charged  by  quarterly  assessment.” 

23.402.  Why  should  they  be  specially  excluded?— 
Because  they  are  excluded  now,  and  you  world  be 
treating  the  weekly  wage-earners  who  are  emploved 
by  the  Crown  differently  from  those  emploved  by 
ordinary  firms.  That  would  create  trouble. 

23.403.  One  question  on  the  administration  of 
Collectors  of  Taxes,  paragraph  79  of  the  fourth 
paper.  You  say  no  actual  steps  have  been  taken  to 
give  effect  to  the  proposed  change.  That  is  doing 
away  with  the  Customs  and  Excise  officers  collecting 
taxes  in  many  districts? — Yes. 

23.404.  I am  not  quite  sure  whether  the  Board 
recognize  that  that  course  should  be  adopted  or 
whether  they  do  not? — It  has  been  agreed,  as  stated 
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by  Mr.  Baldwin  in  Parliament,  that  as  soon  as 
possible  after  the  war  the  Customs  and  Excise  officials 
should  be  relieved  from  collecting  Income  Tax. 

23.405.  I was  not  clear  whether  that  was  to  be  a 
general  relief  or  a special  relief  in  oertain  cases  where 
there  is  a great  deal  of  work  for  the  Customs  and 
Excise  officers  to  do?— It  was  to  be  a general  relief: 
that  they  were  to  be  cut  off  from  ns,  and  that  ulti- 
mately they  would  cease  to  act  as  Collectors  for  our 
Department. 

23.406.  That  would  lead  to  the  necessity,  would 
it  not,  of  having  full-time  civil  servants  as  Collectors? 
—It  would  involve  that,  undoubtedly ; a new  organisa- 
tion would  have  to  be  set  up. 

23.407.  Pensionable  and  having  all  the  advantages 
which  many  of  them  now  do  not  possess  ?— That  is  the 
recommendation  No.  2 in  paragraph  73. 

23.408.  Dr.  Stamp : Some  of  the  Commissioners  are 
rather  anxious  to  get  a more  exact  idea  as  to  the 
actual  procedure  in  practice  of  the  Additional  Com- 
missioners. We  have  had  in  evidence  at  some  length 
what  happens  in  the  City  of  London,  but  when  the 
Commissioners  have  tried  to  ascertain  how  far  the 
City  of  London  practice  is  characteristic  of  the 
country  as  a whole,  all  that  we  have  got  so  far  is 
that,  generally  speaking,  the  country  does  not  go 
into  matters  quite  so  thoroughly,  or  is  a little  less 
formal.  We  have  it  from  you  that  in  some  divisions 
quite  as  much  attention  is  given  by,  and  also  that 
valuable  information  is  gained  from  time  to  time 
from,  Additional  Commissioners,  but  that  in  other 
cases  the  proceedings  are  more  or  less  formal.  I 
would  like  to  ask  one  or  two  questions  to  try  to  give 
n more  precise  form  to  this  matter.  What  actually 
happens  in  practice?  Would  you  say  that  there  has 
grown  up  in  each  division  some  recognized  method  of 
dealing  with  the  matter,  which  is  not  very  greatly 
altered  from  year  tq  year?— Yes,  that  is  so,'  I think. 

23.409.  That  is  to  say,  if  they  have  a particularly 

formal  method  they  will  not  be  very  informal  the 
following  year;  they  will  follow  that  practice  through » 
—Quite.  * 

23.410.  So  it  might  be  possible  to  classify  the 
divisions  of  the  country  under  various  heads  of  prac- 
tice?— That  is  so. 

23.411.  May  I ask  you  whether  you  would  agree 
broadly  with  some  such  classification  as  this,  as 
being  a classification  of  what  actually  happens  in 
the  country.  I propose  to  put  seven  classes,  fairly 
distinct.  First,  where  the  Commissioners  hear  every 
case  read  over,  including  even  cases  where  the 
liability  has  already  been  practically  settled  with  the 
taxpayer  on  his  accounts ; secondly,  where  the  Com- 
missioners have  cases  over  a oertain  figure  read  out 

a certain  standard  of  their  own ; thirdly,  where  the 
Commissioners  consider  cases  extracted  by  prior  con- 
sultation between  the  Clerks  to  the  Commissioners 
and  the  Surveyors ; fourthly,  a class  of  divisions 
where  the  Commissioners  think  of  cases  themselves 
and  ask  for  them  to  be  turned  up  and  discuss  them : 
fifthly,  the  class  of  cases  where  the  Surveyor  is  asked 
by  the  Commissioners  to  mention  cases  or  to  bring 
them  up ; sixthly,  a class  of  cases  where  the  Surveyor 
meets  the  Clerk  beforehand  and  decides  the  cases 
that  are  in  question  in  his  mind,  and  the  Clerks  to 
the  Commissioners  then  get  signatures  after  the 
meeting,  or  at  the  end  of  it,  to  what  has  been  done ; 
then,  finally,  the  seventh  class,  where  formal  dates 
are  fixed  for  the  meeting,  to  comply  with  the  Act. 
where  the  Surveyor  simply  gives  the  Clerks  to  the 
Commissioners  the  book  with  the  Additional  Com- 
missioners’ column  practically  completed,  and  the 
Clerk  then  gets  the  signatures  at  such  dates  and 
times  afterwards  as  may  be  convenient  to  him? — Yes, 

T think  I can  agree  that  all  those  are  distinct  ways  of 
dealing  with  the  matter. 

23.412.  Those  represent  the  seven  classes  of  the 
actual  practice  to-day?— Yes,  I think  they  do. 

23.413.  Would  you  say  that  the  bulk  of  the  number 
of  divisions  throughout  the  country  fall  into  the 
latter  classes,  that  is,  the  fifth,  sixth  and  seventh 
classes;  the  fifth  class,  where  the  Surveyor  is  asked 
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by  them  to  mention  the  cases ; the  sixth  class,  where 
he  meets  the  Clerk  and  decides  the  cases  and  the 
Commissioners  just  pop  in  and  sign  the  book ; and 
the  seventh  class,  where  there  is  no  actual  meeting 
of  Commissioners  at  all,  but  they  sign  the  book  at  such 
dates  as  may  be  convenient?  Do  you  agree  that, 
taking  the  divisions  in  numbers,  apart  from  the  num- 
ber of  asssesments  in  them,  the  majority  of  them 
would  fall  into  the  last  three  classes? — Yes,  I think 
they  would.  Of  those  last  three  classes,  I think  the 
first  would  be  the  one  that  would  be  most  common. 

23.414.  Where  the  Surveyor  is  asked  to  mention 
the  cases? — The  cases  that  he  wants  to  have  con- 
sidered. 

23.415.  But  there  would  be  a considerable  number 
of  cases  where  the  matter  was  the  very  extreme  of 
formality? — Undoubtedly. 

23.416.  Mr.  McLintock : It  is  the  fifth  case,  not  the 
first. 

23.417.  Dr.  Stamp : I asked  whether  the  bulk  of 
the  cases  might  not  he  considered  to  fall  within  the 
last  three  classes? — It  is  the  fifth  class  that  I am 
speaking  of. 

23.418.  The  cases  where  the  Commissioners  would 
hear  every  case  read  over  would  be  quite  few,  would 
they  not? — Very  few. 

23.419.  Would  it  be  within  your  experience  that 
they  have  sometimes  started  very  religiously  to  read 
them  over  and  then  got  very  tired,  if  it  was  a long 
book,  and  that  the  rest  went  by  the  board  ? — I have 
never  known  a case  of  that  kind  where  the  Commis- 
sioners have  made  such  a start ; but  if  they  did  they 
would  probably  find  that  their  meeting  was  getting 
rather  too  prolonged. 

23.420.  Have  you  ever  known  of  Commissioners 
who  have  had  so  little  idea  of  what  they  were  doing 
that  they  could  not  be  induced  to  make  a distinction 
between  an  assessment  under  Schedule  D and  a man's 
total  income ; that  is  to  say,  when  it  has  been  put  to 
them  that  a man  is  assessed  at  £400  they  say,  “ That 
is  preposterous;  he  is  living  at  the  rate  of  £1,000,” 
and  it  has  been  put  to  them  : “ You  must  not  think 
of  the  man’s  other  property ; you  must  only  think  of 
his  business  in  Queen  Street”? — I think  that  is  very 
likely. 

23.421.  We  have  heard  that  the  Commissioners  have 
been  useful  in  certain  respects.  Have  the  Commis- 
sioners sometimes  been  a very  great  hindrance  to  the 
liability  being  put  on  the  proper  basis?  Has  it  ever 
been  within  your  knowledge  that  a Surveyor  has  had 
reasons  why  an  assessment  should  be  altered  and  in 
one  of  these  “ formal  ” divisions  he  would  give 
reasons  year  after  year  why  it  should  be  altered,  and 
he  has  been  opposed,  and  then  ultimately,  when 
accounts  have  been  secured,  his  insistence  has  been 
justified? — Yes,  I have  known  cases,  if  I might  men- 
tion them.  I do  not  suppose  the  Commission  would 
wish  to  have  many  special  cases,  but  I have  one  in 
mind.  The  Surveyor  tried  to  get  an  assessment 
increased — it  was  round  about  £20,000.  The 
Additional  Commissioners  refused,  but  ultimately  it 
was  found  that  the  taxpayer’s  return  was  quite 
incorrect,  and  he  paid  a large  sum  of  money  for 
arrears,  and  the  Commissioners  realized  that  they 
had  been  protecting  him.  That  is  a typical  case. 

23.422.  Chairman : Was  he  a friend  of  the  Com- 
missioners?— No,  I think  not  in  any  way.  . They 
thought  that  his  return  should  be  accepted,  because 
he  was  in  a large  way  of  business. 

23.423.  Mr.  Synnott : Did  you  say  that  was  a 
typical  case?  I thought  I heard  you  say  that? — It 
is  a case  that  crops  up  from  time  to  time  in  every 
district. 

23.424.  Dr.  Stamp  .Is  it  not  a fact  thal  it  is  very 
difficult,  whatever  the  local  knowledge  of  the  man 
may  be,  to  decide  from  mere  external  observation  of 
a business  whether  it  is  making  £20,000  or  £30,000? 
— Very  difficult  in  some  cases. 

23.425.  One  may  judge  whether  a baker’s  shop  is 
making  £200  or  £400,  but  it  is  very  difficult  to  judge, 
from  the  outside  of  administrative  offices  and  some 
warehouses,  whether  a business  is  making  £20,000 
or  £30,000? — Very  difficult.  I have  a case  in  mind 
of  a man  who  had  a small  office : he  was  in  the  wool 
trade  and  his  turnover  was  nearly  two  millions  a 


year,  and  he  was  making  at  that  time  nearly  £20,000 
a year,  but  there  was  no  evidence  whatever  on  the 
outside  that  he  was  in  a large  way  of  business. 

23.426.  Therefore  the  value  of  the  Additional  Com- 
missioners, in  your  judgment,  is  very  largely  con- 
fined to  what  I might  call  medium  cases? — Cases 
where  there  is  something  within  their  own  know- 
ledge, where  they  may  have  personal  knowledge,  or 
where  on  the  appearance  of  the  thing  a man  is  in  a 
large  way  of  business,  employing  a lot  of  people. 

23.427.  I heard  of  a case — perhaps  you  will  tell  me 
whether  you  have  ever  met  a similar  one.  It  was  a 
certain  case  in  which  accounts  had  been  rendered,  a 
large  case,  it  was  a brewery,  and  despite  the  fact 
that  they  were  very  straightforward  and  honourable 
people  and  everybody  believed  them,  yet  so  intricate 
were  the  features  of  the  liability,  that  the  Surveyor 
doubted  whether  they  could  have  made  up  their 
return  properly.  He  brought  it  to  the  notice  of  the 
Additional  Commissioners  year  after  year,  because 
the  accounts  were  refused,  to  increase  the  assessment 
with  a view  to  bringing  the  matter  to  an  issue ; and 
year  after  year  the  Additional  Commissioners  Baid, 
“ No,  these  people  are  perfectly  straightforward  and 
they  have  competent  people  to  deal  with  this ; we 
will  not  interfere.”  But  after  about  six  years, 
accounts  were  secured  and  it  was  found  that,  in 
quite  good  faith,  all  kinds  of  errors  of  principle  had 
been  made.  Would  that  surprise  you? — Not  in  the 
least. 

23.428.  So  that  it  would  be  true  to  say  that,  while 
certain  bodies  of  Commissioners  have  given  useful 
information  from  time  to  time,  they  also  have  been  a 
clog  on  the  wheel? — I am  afraid  that  is  correct. 

23.429.  With  regard  to  Clerks  to  the  Commis- 
sioners, the  majority  of  them  are  solicitors,  are  they 
not? — Yes,  about  five-sixths,  as  near  as  we  can  tell. 

23.430.  But  there  is  a small  minority  that  have  no 
legal  knowledge  at  all? — Yes,  absolutely  none,  I 
should  say. 

23.431.  And  they  would  number  in  their  ranks  a 
seed  merchant  or  a manure  merchant  or  a timber 
merchant  or  a grocer?— Yes,  or  a wine  and  spirit 
merchant. 

23.432.  Men  who,  unless  they  had  set  out  specially 
to  get  it,  had  no  real  legal  or  teohnical  training  for 
the  work? — That  is  so. 

23.433.  Coming  now  to  the  District  Commissioners, 
would  you  think-  that  in  many  divisions  many  of 
them  are  also  not  well  equipped  for  the  class  of  case 
that  comes  before  them? — The  Additional  Commis- 
sioners, do  you  mean  ? 

23.434.  The  General  Commissioners,  who  hear 
appeals? — They  are  not  specially  equipped  for  the 
difficult  cases. 

23.435.  Is  it  within  your  knowledge  that  in  one 
division  at  least,  quite  recently,  for  many  years  every 
Commissioner  was  a Clerk  in  Holy  Orders — a vicar 
in  a neighbouring  parish? — No,  I do  not  know  that, 
but  I do  know  that  I have  met  clergymen  on  differ- 
ent bodies  of  Commissioners. 

23.436.  But  you  do  not  know  a particular  division 
where  that  was  a.  fact? — I do  not  know  one  where 
they  were  entirely  represented  by  clergymen. 

23.437.  The  cases  that  come  before  Commissioners 
on  appeal  would  be  cases  involving  facts ; we  will 
assume  that  no  satisfactory  account  had  been  pro- 
duced, or  could  be  produced,  and  it  was  a matter  of 
judgment  as  to.  whether  a man’s  liability  should  be 
£300  or  £500.  That  is  a class  of  case  which  the 
General  Commissioners,  with  their  l003-!  knowledge, 
would  be  very  competent  to  consider,  and  the  Revenue 
would  be  very  sorry  not  to  have  their  assistance? — 
That  is  the  class,  I think,  where  they  would  be  most 
useful. 

23.438.  Their  local  knowledge  is,  of  course,  essen- 
tial to  deal  with  a case  like  that? — Yes. 

23.439.  They  have  another  class  of  case,  have  they 
not,  where  there  is  no  question  of  dispute  about  the 
facts,  but  the  point  is  one  of  law,  and  often  a difficult 
point  of  law ; and  therefore  you  have  six  or  seven 
hundred  tribunals,  not  very  well  equipped  for  con- 
sidering points  of  law,  before  any  one  of  which  a 
point  of  law  may  come,  and  who  may  decide  that 
differently  from  another  body  of  Commissioners  deal- 
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ing  with  the  same  point  somewhere  else? — Yes,  that 
is  so. 

23.440.  Have  you  considered  whether  it  might  not 
be  possible  in  some  way  to  divide  the  classes  of  cases 
that  come  before  them,  and  so  to  secure  that  you  get 
all  the  advantages  of  their  local  knowledge  in  the 
one  class  of  case  where  facts  only  are  in  dispute,  and 
to  have  some  modified  tribunal — if  you  like,  adding 
to  their  number  somebody  who  has  legal  knowledge 
and  training  to  consider  cases  in  which  points  of  law 
are  involved? — No,  that  has  not  been  considered, 
because  in  those  difficult  cases  the  taxpayer  has 
always  the  right  to  go  to  the  Special  Commissioners 
at  present,  and  he  will  have  that  right  still. 

23.441.  But  the  fact  remains  that  under  the 
present  practice  the  District  Commissioners  do  hear 
a great  many  arguments  on  points  of  law,  for  which 
they  are  not  properly  equipped? — They  are  not  as 
fully  equipped  as  they  might  be,  I admit.  If  they 
have  a competent  Clerk  to  assist  them  with  advice,  I 
think  some  of  the  bodies  of  Commissioners  are  quite 
capable  of  dealing  with  the  ordinary  class  of  case 
involving  a point  of  law. 

23.442.  In  the  case  of  some  Commissioners,  even 
though  they  may  be  valuable  from  the  point  of  view 
of  their  local  knowledge,  do  they  not  find  a tempera- 
mental difficulty  in  dissociating  their  feelings  about 
a case  from  the  dry  legal  aspect  of  it? — I have  no 
doubt  there  are  Commissioners  who  answer  to  that 
description. 

23.443.  Suppose  it  was  suggested  that,  wherever 
the  Clerk  to  the  Commissioners  agreed  that  a point 
of  law  was  involved,  the  case  should  be  considered  by 
so  many  of  the  ordinary  Commissioners,  but  that  there 
should  be  added  thereto  two  extra  Commissioners 
chosen  by  reason  of  their  legal  standing  or  attain- 
ments, do  you  not  think  that  would  lead  to  rather 
more  useful  results? — If  it  were  found  to  be  practic- 
able, I think  it  would.  The  difficulty  is  that  it  might 
be  rather  awkward  if  the  Clerk  to  the  Commissioners 
was  a solicitor  of  standing;  it  would  be  rather  dero- 
gatory to  his  position  as  adviser  to  the  Commissioners 
to  bring  in  outsiders. 

23.444.  Mr.  MelAntoch : Is  it  not  the  case  that  in 
Scotland  they  call  in  the  Sheriff — the  local  judge — on 
special  cases,  though  he  never  sits  on  any  other  cases  ? 
— In  Scotland,  the  Sheriff  Depute  and  the  Sheriff 
Substitute  are  ex-ofpcio  General  Commissioners. 

23.445.  Nr.  Stamp : With  your  long  experience 
have  you  not  known  instances  where  a Clerk  has  told 
the  Commissioners  that  a difficult  point  of  law  was 
coming  up,  and  that  they  have  said,  “ We  must  have 
Judge  So-and-so” — a retired  County  Court  judge  or 
somebody  with  legal  training?  Could  not  a system 
be  made  of  what  is  there  done  voluntarily? — You  mean 
if  he  happened  to  be  a member  of  the  Board  of  Com- 
missioners ? 

23.446.  Yes? — Yes,  I have  known  instances  where 
the  Commissioners  have  known  that  a difficult  case 
was  coming  up,  and  there  has  been  a Commissioner 
with  special  knowledge  of  the  law,  and  they  have 
secured  his  attendance. 

23.447.  In  your  long  experience  in  the  Revenue  in 
various  capacities,  you  have  taken  many  appeals 
before  District  Commissioners? — I have. 

23.448.  Have  you  taken  appeals  on  points  of  law?— 
Yes. 

23.449.  Have  you  sometimes  found  that  the  whole  of 
your  work  upon  legal  points  has  been  practically  use- 
less, that  is  to  say,  it  has  not  been  appreciated  at  its 
proper  worth  ? — Well,  that  may  have  been  my  feeling. 

23.450.  Coming  now  to  the  question  of  Collectors, 
some  questions  were  raised  about  Ireland.  I would 
like  to  ask  you  whether,  even  in  England,  a great  deal 
of  the  local  knowledge  which  you  regard  as  the  useful 
knowledge  that  you  get  from  an  Assessor  is  gained 
from  him  in  his  dual  capacity  as  Collector  ?— Un- 
doubtedly. 

23.451.  In  the  great  majority  of  cases  the  posts  of 
Assessor  and  Collector  are  held  by  the  same  person, 
are  they  not? — Practically  all. 

23.452.  Therefore  you  would  still  have  practically 
the  same  local  knowledge  at  your  disposal  if  you 


abolished  the  office  of  Assessor,  but  you  would  ask 
the  Collector  the  questions  that  you  now  ask  him  as 
Assessor  ?— That  is  so,  except  where  there  might  be 
a very  large  collecting  area  and  the  Collector  would 
not  have  an  intimate  personal  knowledge  of  the  whole 
of  that  area;  there  might  be  some  odd  cases. 

23.453.  But  in  the  ordinary  parish? In  the 

ordinary  parish  he  would  have  the  knowledge. 

23.454.  You  would  get  the  same  local  knowledge 
from  him,  and  he  would  be  up  to  date  by  reason  of 
his  activities  as  a Collector?— I think  he  would. 

23.455.  Certain  questions  have  come  before  the 
Royal  Commission  on  the  subject  of  Collectors  and 
certain  statements  have  been  made  by  the  representa- 
tives of  the  National  Association  of  Assessors  and 
Collectors,  with  which,  I gather  from  paragraph  70 
of  your  fourth  paper,  you  are  not  altogether  in  agree- 
ment. The  Commission  would  very  much  like  to  know 
a little  more  as  to  your  views  upon  particular  points. 
Ion  specially  mention  paragraphs  37  and  46  of  the 
Assessors’  and  Collectors’  evidence.  Will  you  tell  us 
where  you  consider  the  Collectors  either  are  wrong  or 
have  overstated  the' facts  in  their  paragraph? — Mav 
I deal  first  with  paragraph  46? 

. 23>456-  By  aH  means  ?— Paragraph  46  states  that 
‘there  is  no  one,  either  at  the  Head  Office  of  the 
Commissioners  of  Inland  Revenue  or  among  their 
Surveyors,  who  has  the  slightest  personal  knowledge 
of  the  work  and  responsibility  of  Collectors  or  of  the 
ramifications  and  details  of  the  methods  of  their 
work.” 

23,457.  What  do  you  say  about  that?— I should  like 
to  point  out,  first,  that  there  is  no  secret  about  a 
Collector’s  work  and  responsibility.  His  functions 
are  clearly  laid  down  by  Statute ; and  the  Collectors’ 
Instruction  Book,  which  lays  down  the  whole  collec- 
tion procedure  in  detail,  is  prepared  by  the  Board 
of  Inland  Revenue.  Modifications  of  procedure  which 
from  time  to  time  become  necessary  are  effected  by 
means  of  a periodical  revision  of  these  instructions 
by  the  Board.  As  a matter  of  fact  many  persons  are 
appointed  as  Collectors  who  have  had  no  previous 
training  or  experience,  but  who  succeed  from  the 
outset  in  carrying  out  their  duties  satisfactorily.  It 
is  part  of  the  duty  of  the  Board’s  Surveyors  periodi- 
cally to  inspect  the  books  of  Collectors  in  their  dis- 
tricts and  to  satisfy  themselves  at  the  end  of  each 
collection  that  every  Collector  has  accounted  fully 
for  all  the  tax  given  in  charge  to  him  to  collect. 
When,  as  does  unfortunately  happen  occasionally,  a 
Collector’s  accounts  are  found  to  be  unsatisfactory, 
and  a default  is  suspected,  it  becomes  necessary  to  go 
through  every  item  in  the  Collector’s  proceedings  in 
minute  detail.  As  a matter  of  fact,  several  very  ex- 
haustive investigations  have  been  made  during  the 
past  few  years.  In  these  circumstances  I suggest 
that  the  statement  that  none  of  us  has  the  “slightest 
personal  knowledge  ” of  a Collector’s  work  and  re- 
sponsibility is  not  in  accordance  with  the  facts. 

23,458.  But  possibly  when  the  Collectors  use  the 
words  “slightest  personal  knowledge  ” they  mean  that 
no  member  of  the  Board  of  Inland  Revenue  and  no 
Surveyor  has  ever  himself  been  a Collector  ?— May  I 
say  this,  that,  assuming  that  the  words  are  used  in 
that  sense,  I still  consider  that  they  are  misleading; 
because  obviously  it  is  not  necessary  to  act  as  a 
Collector  in  order  to  obtain  personal  knowledge  of  a 
Collector’s  methods  of  work.  As  I have  just  men- 
tioned, the  procedure  generally  is  indicated  in  the 
official  book  of  Collectors’  Instructions  prepared  by 
the  Board,  whilst  the  Board  are  also  empowered  by 
Statute  to  prescribe  the  accounting  arrangements. 

I may  also  say  that  a substantial  part  of  the  tax  is 
collected  by  Collectors  of  Customs  and  Excise,  who, 
until  a few  years  ago,  were  the  Board’s  own  officers; 
so  that  really  the  Collectors’  statement  is  tantamount 
to  affirming  that  the  Board  have  no  knowledge  of 
the  work  of  their  own  officers. 

23,459.  Will  you  look  at  paragraph  37  in  their  proof 
of  evidence?  That  is  another  of  their  paragraphs 
that  you  say  you  are  not  in  agreement  with.  Will 
you  tell  us  to  what  extent  you  fire  not  in  agreement 
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with  it  ?— Paragraph  37  states  that  the  Board  have 
imposed  upon  certain  Collectors  additional  clerical  ex- 
penses which  are  not  covered  by  the  increase  in  the  re- 
muneration granted  by  the  Board.  I think  this  is 
rather  an  important  statement  to  make  and  rather  a 
serious  allegation  by  the  Collectors.  The  facts  are 
briefly  these : when  the  method  of  payment  by  two  in- 
stalments was  extended  to  Income  Tax  under  Schedule 
A,  it  became  necessary,  in  view  of  the  millions  of 
assessments  affected,  to  revise  the  collectors’  re- 
muneration. A very  large  amount  of  public  money 
was  ipvolved,  not  far  short  of  £200,000  per  annum, 
and  in  order  to  ensure  that  the  remuneration  should 
be  dealt  with  on  a systematic  basis  the  Board 
ordered  an  investigation  to  be  made  into  the  whole 
matter.  This  investigation  was  a thorough  one, 
and  revealed  the  fact  that  as  between  one  Collector 
and  another  there  were  serious  differences  in  the 
rate  of  remuneration  which  could  not  be  justified, 
'•'he  reason  for  this  was  that  the  basis  of  remunera- 
tion originally  fixed  by  the  Act  was  a poundage 
basis.  It  followed,  therefore,  that  in  a collection 
which  contained  a relatively  small  number  of 
charges,  but  a large  amount  of  tax,  the  CoHei-tor  s 
remuneration  was  .omparatively  high;  whilst  in  a 
collection  where  the  number  of  charges  was  much 
larger  (or  where  the  taxpayers  were  scattered  over 
a much  wider  area),  but  where  the  amount  ot  tax 
was  relatively  small,  Hie  remuneration  tended  to  be 
low. 

23  460.  What  did  you  do  in  the  wav  of  adjusting 
that? — What  happened  was  this.  An  effort  was 
made  to  arrange  that  the  remuneration  paid  to 
each  Collector  should  be  fair  and  reasonable,  having 
regard  to  the  whole  ol'  the  circumstances  relating 
to  his  particular  collection,  including,  of  course, 
such  factors  as  office  accommodation,  any  necessary 
clerical  assistance,  and  travelling  expenses.  lne 
result  was  that  in  a large  number  of  cases  a greater 
addition  was  made  to  the  Collector’s  remuneration 
than  would  have  been  justified  simply  by  the  amount 
of  the  additional  work  entailed  by  the  second  collec- 
tion under  Schedule  A.  In  a smaller  number  of 
cases,  however,  a less  addition  was  made  in  con- 
sideration of  the  second  collection  than  would  have 
been  justified  by  the  additional  work  entailed  by  the 
second  collection  if  that  had  been  the  sole  considera- 
tion. In  a few  cases— and  this  is  the  point  1 think 
Mr.  Brown  refers  to— no  addition  whatever  was 
made,  since  it  was  proved  that  the  remuneration 
already  payable  was  fully  adequate,  and  in  some 
cases  more  than  adequate,  for  the  total  woik, 
including  that  on  the  second  instalment.  In  all 
cases  of  this  class,  when  the  time  comes  to  appoint 
a new  Collector,  the  remuneration  will  be  reduced 
to  an  amount  appropriate  to  the  work  of  the  par- 
ticular collection.  I submit,  therefore  that  in  ask- 
ing the  Royal  Commission  to  consider  solely  the 
additional  remuneration  granted  since  the  intro- 
duction of  the  second  instalment  system,  tlie 
Collectors  are  losing  sight  of  one  of  the  principal 
factors  in  the  case.  What  should  be  looked  at  is 
the  total  remuneration  in  comparison  with  the  total 
work. 

23.461.  So  you  took  advantage  of  that  particular 
opportunity  to  remedy  an  anomaly  ?— Yes,  we  were 
not  in  a position  to  say  that  he  was  entitled  to 
further  pay  than  he  was  getting,  because  that  was 
ample  for  the  full  worn  of  the  seconJ  collection  as 
well  as  the  first. 

23.462.  Suppose  the  Collector  disagrees  with  the 
amount  of  the  remuneration  allowed  to  him,  has  he 
any  means  of  securing  further  consideration  ot  his 
case?— Yes.  That  has  happened  in  quite  a number 
of  cases  within  my  own  knowledge.  What  happens 
is  this.  The  Collector  can,  and  does,  make  repre- 
sentations to  the  Board,  pointing  out  any  special 
features  in  his  case,  if  there  are  any.  These  repre- 
sentations are  carefully  considered,  and,  if  necessary, 
a senior  officer  of  the  Department  is  sent  down  to 
interview  the  Collector  and  make  an  investigation 
on  the  spot.  If,  as  a result  of  this  reconsideration, 
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a further  increase  is  found  t©  be  cue  it  is  granted. 
Moreover,  no  difficulty  is  experienced,  where  there 
is  a change  of  Collector,  in  obtaining  a competent 
man  at  the  remuneration  fixed  by  the  Board. 

23,463.  Are  there  any  other  points  in  the 
Collectors’  evidence  to  which  you  wish  to  call  atten- 
tion?—There  are  a few  statements,  chief!  j on 
matters  of  detail,  which  are  not  quite  correct,  but 
with  which  I do  not  propose  to  trouble  the  Royal 
Commission.  I may,  however,  refer  to  paragraphs 
32  and  33  [Q.  22,219  and  22,220]  of  the  Collectors’ 
evidence,  in  which  they  refer  to  the  fact  that  Supei  - 
tax  is  paid  on  a direct  application  from  the  Special 
Commissioners.  The  Collectors  rather  suggest  that 
there  is  duplication  of  work  here,  which  causes 
irritation  and  annoyance  to  the  taxpayers  concerned, 
and  which  would  be  avoided  if  all  the  tax  were  made 
payable  to  one  Collector.  There  are  two  things  to 
be  said  on  this.  One  is  that  the  present  system  of 
collecting  the  Super-tax  is  extremely  economical, 
the  expense  being  restricted  practically  to  the  pay 
of  a few  clerks  and  the  cost  of  the  necessary 
postages  and  stationery;  the  other  is  that,  in  the 
experience  of  the  Department,  Super-tax  payers  are 
distinctly  averse  to  having  their  affairs  dealt 
with  by  the  local  officials.  We  have  no  doubt  at 
all  that  so  long  as  the  present  systtm  of  appointing 
Collectors  is  continued  the  central  collection  of 
Super-tax  from  Somerset  House  will  not  only  be  by 
far  the  most  economical  method,  but  will  also  be 
greatly  preferred  by  the  taxpayers  concerned. 

23.464.  We  had  certain  evidence  from  Mr.  Copley 
Hewitt,  on  behalf  of  the  Clerks  Commissioners, 
but  dealing  specially  with  the  City  of  London.  Have 
you  had  an  opportunity  of  reading  that  evidence? 

— I have. 

23.465.  There  are  certain  differences  between  his 
evidence  and  yours,  and  I want  to  clear  up  one  or 
two  points.  We  had  a lot  of  talk  about  cases  being 
disposed  of,  roughly,  at  the  rate  of  one  a minute. 
Can  you  tell  us  as  to  the  rest  of  the  Metropolis, 
and  in  the  provinces? — Yes.  In  March  last  we 
called  for  statistics  relating  to  the  year  1917-18  in 
the  case  of  21  important  and  representative 
divisions  throughout  Great  Britain,  with  the  follow- 
ing results.  In  those  21  divisions  the  total  number 
of  Schedule  D assessments  for  the  year  1917-18  was 
317,000.  In  the  case  of  one  or  two  divisions  no 
cases  were  considered  by  the  Additional  Commis- 
sioners, who  simply  contented  themselves  with 
formally  signing  the  assessment  books,  but  in  the 
case  of  one  division  (a  country  division,  which  in 
practice  is  dealt  with  by  two  virtually  separate 
bodies  of  Commissioners)  the  Commissioners  for  one 
side  of  the  division  considered  every  case,  whilst 
the  Commissioners  for  the  other  side  of  the  division 
considered  only  3 per  cent,  of  the  cases.  In  the 
case  of  no  other  division  did  the  number  of  assess- 
ments considered  exceed  10  per  cent.,  whilst  the 
average  for  the  whole  of  the  21  divisions  was  less 
than  3 per  cent.,  namely,  8,600  assessments  out  oi 
317,000.  In  the  case  of  only  four  divisions  were  the 
returns  relating  to  the  assessments  to  be  considered 
by  the  Additional  Commissioners  taken  to  the 
meeting.  Of  the  8,600  cases  considered  by  the 
Additional  Commissioners,  8,000  were  accepted  as 
submitted  by  the  Surveyor,  370  cases  were  decreased, 
and  230  were  increased.  In  addition,  in  the  case 
of  three'  out  of  the  21  divisions,  assessments  were 
made  in  26  new  cases  on  the  initiative  of  the 
Additional  Commissioners.  The  average  rate  at 
which  cases  were  considered  by  the  Additional  Com- 
missioners was  about  30  per  hour. 

23.466.  Chairman:  In  Mr.  Hewitt’s  evidence 

it  got  up  to  60  an  hour  in  the  City ; that  is  one  a 
minute. 

23.467.  Dr.  Stamp  : It  was  put  to  us,  and  I cross- 
examined  Mr.  Copley  Hewitt  on  it,  that  when  the 
extracted  cases  in  the  City  were  brought  to  the 
meeting  a considerable  number  of  changes  were 
made,  and  T asked  for  information  as  to  how  many 
cases ’were  increased  and  how  many  were  decreased, 
compared  with  the  Surveyor’s  suggestions.  Mr. 
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Hewitt  would  not  give  an  exact  reply.  I suggested 
to  him  that  it  would  bo  covered  by  50,  and  lie 
thought  that  that  figure  was  preposterously  low. 
Could  you  give  us  your  idea? — We  have  the  figures 
for  the  year  1917-18.  In  that  year  less  than  30 
cases  were  decreased  and  about  20  cases  were 
increased.  No  new  cases  were  initiated  by  the 
Additional  Commissioners.  That  w'ias  for  the 
financial  year  1917-18. 

23.468.  Can  you  tell  me  if  it  is  the  general  practice 
outside  "the  City  of  London  for  Surveyors  to  take 
with  them  to  the  meetings  of  the  Additional  Com- 
missioners accounts  and  documents  relating  to  the 
cases  which  the  Additional  Commissioners  are  going 
to  consider? — I can  say  quite  definitely  that  there  is 
no  such  general  practice.  In  many  divisions  the 
Surveyor  does  not  know  beforehand  which  cases  the 
Commissioners  will  look  at,  and  in  dealing  with  any 
inquiries  made  by  the  Commissioners  he  has  to  rely 
upon  his  own  knowdedge  of  the  proposed  assessments. 
It  may  occasionally  happen  that  in  a specially  im- 
portant case  he  may  take  with  him  the  documents  or 
accounts  as  a precaution. 

23.469.  I notice  that  you  say  that  in  21  divisions 
outside  the  City  of  London  370  cases  were  decreased 
by  the  Additional  Commissioners.  Is  it  your  ex- 
perience that  particular  bodies  of  Additional  Com- 
missioners are  specially  disinclined  to  grant  increases 
asked  for  by  the  Surveyor? — Undoubtedly  that  does 
happen  in  certain  divisions.  For  instance,  of  the  370 
cases  of  decrease  I find  that  140  were  made  by  one 
particular  body  of  Additional  Commissioners.  On  the 
other  hand,  the  number  of  cases  in  which  that  same 
body  of  Commissioners  increased  the  assesments  sub- 
mitted to  them  was  10. 

23.470.  Will  you  look  at  the  second  part  of  para- 
graph 15  of  Mr.  Hewitt’s  evidence-in-chief  in  which 
he  states  that  in  his  opinion  “ the  Assessor  is  indis- 
pensable, not  only  to  the  taxpayer,  but  also  to  the 
Additional  Commissioners  and  the  Surveyors  of  Taxes 
themselves.  He  is  indispensable  to  the  taxpaver 
because  he  is  the  only  permanent  official  resident  in 
the  district.  He  is  in  personal  touch  with  the  tax- 
payer, and  is  the  obvious  and  proper  person  to  whom 
he  should — and  to  whom  in  fact  he  does — apply  for 
information  and  assistance.”  As  that  statement  does 
not  agree  with  the  general  trend  of  your  evidence, 
perhaps  you  would  like  to  comment  upon  it?— i 
disagree  entirely  with  Mr.  Hewitt’s  suggestion  that 
the  majority  of  taxpayers  do  in  fact  apply  to  the 
Assessor  for  information  and  assistance.  I have 
shown  in  my  proof  of  evidence  on  Collectors  (paper 
No.  IV)  that  of  the  4,400  Assessors  and  Collectors  in 
England  and  Wales  the  remuneration  of  more  than 
one-half  of  them  does  not  exceed  £1  per  week,  whilst 
in  the  case  of  nearly  three-fourths  of  the  total  number 
the  remuneration  does  not  exceed  £2  per  week.  This 
means  that  the  majority  of  the  Assessors  are  part 
time  officials  and  that  they  do  not  have  the  oppor 
tunity  of  obtaining  a sufficient  grasp  of  Inoome  Tax 
law  to  enable  them  to  deal  with  any  questions  other 
than  those  relating  to  the  most  rudimentary  points. 
Their  office  hours,  even  through  the  period  of 
collection,  are  frequently  restricted  to  two  hours  per 
day  on  two  days  of  each  week.  The  Surveyor’s 
office  is  open  to  callers  every  week-day,  and  in  the 
aggregate  the  Surveyors  and  their  staffs  deal  every 
year  with  hundreds  of  thousands  of  callers  and  with 
an  immense  amount  of  correspondence  from  the  tax- 
paying  public. 

23.471 . On  the  question  of  the  Assessors  one  of 
the  witnesses  who  appeared  before  us  gave  evidence 
with  particular  reference  to  the  conditions  in  Liver- 
pool. Would  you  say  that  the  conditions  there  are 
fairly  representative? — On  the  contrary,  Liverpool 
is  the  only  place  in  England  and  Wales  in  which 
whole-time  Assessors,  who  are  not  also  appointed 
as  Collectors,  are  engaged 

23.472.  What  is  the  position  in  Scotland  ?— Only 
in  Edinburgh  and  Glasgow  are  whole-time  Assessors 
appointed. 

23.473.  So  that  throughout  Great  Britain  there  are 
only  three  places  in  which  whole-tilme  Assessors  are 
appointed? — That  is  so. 


23.474.  It  was  represented  to  us  that  in  Liverpool, 
for  instance,  it  is  a great  convenience  to  the  public 
to  be  able  to  go  to  the  Assessor  as  the  “ man  on  the 
spot  ” from  whom  they  oould  obtain  help  which  it 
is  suggested  to  us  the  Surveyor  is  too  busy  to  give. 
If  the  proposals  put  forward  on  behalf  of  the  Board 
of  Inland  Revenue  were  adopted  would  there  be  any 
diminution  in  the  facilities  at  present  afforded  to  the 
public? — None  whatever.  The  effect  would  be  in  the 
direction  of  simplification  and  increased  facilities. 
The  position  now  is  that  a taxpayer  receives  a form  of 
return  from  the  Assessor,  and  though  the  form  con- 
tains an  intimation  that  further  information  may  be 
obtained  from  the  Surveyor,  the  taxpayer  frequently, 
in  the  first  instance,  calls  upon  the  official  by  whom 
the  form  was  issued  and  to  whom  it  must  be  returned. 
If  the  point  upon  which  information  is  required  is 
a simple  one  the  Assessor  may  be  able  to  deal  with  it, 
but  if  not,  he  can  only  refer  the  caller  to  the  Sur- 
veyor. The  taxpayer  must,  therefore,  then  call  at 
the  Surveyor’s  office  and  state  his  case  over  again. 
If  the  form  of  return  were  issued  by  the  Surveyor, 
the  taxpayer  would  go  to  him  direct  and  would  at 
once  obtain  the  necessary  assistance. 

23.475.  I gather  that  there  are  three  Assessors  in 
Liverpool.  How  many  Surveyors  have  you  there?— 
I ought  to  explain  that  the  city  of  Liverpool  is  dealt 
with  by  two  bodies  of  Commissioners.  The  centre  of 
the  city  makes  up  the  division  of  Liverpool,  corre- 
sponding to  the  ancient  parish  of  Liverpool.  The 
remainder  of  the  city  is  in  the  Presoot  division  of 
Lancashire.  The  three  whole-time  Assessors  deal 
solely  with  the  division  of  Liverpool.  The  number 
of  tax  districts  which  take  a part  of  the  division  of 
Liverpool  is  8.  In  these  8 districts  we  have  a staff 
of  about  18  Surveyors  and  Assistant  Surveyors  and 
a clerical  staff  of  about  70.  This  compares  with  the 
staff  of  3 Assessors  and  probably  3 or  4 Assessor’s 
clerks. 

23.476.  But  we  are  told  that  the  Surveyor  is  too 
busy  to  see  many  of  the  people  who  call  upon  him  ? — 

I am  very  glad  of  the  opportunity  of  dealing  with 
that  point.  Let  us  take,  for  example,  the  district 
which  we  know  as  Liverpool  1.  We  have  in  charge  of 
that  district  a senior  Surveyor  of  great  experience 
upon  whom  devolves  not  only  the  general  administra- 
tion of  his  district,  but  also  the  duty  of  dealing  with 
the  extremely  complicated  questions  arising  out  of 
the  returns  and  accounts  furnished  by  the  great 
shipping  and  other  concerns  within  this  area.  He  is 
assisted  by  two  Assistant  Surveyors  and  by  a staff  of 
clerks.  Many  people  who  call  at  the  Surveyor’s  office 
endeavour  to  insist  upon  seeing  the  Surveyor  person- 
ally. But  obviously,  if  the  point  upon  which  they 
are  seeking  information  is  one  that  can  be  satis- 
factorily dealt  with  by  a member  of  the  Surveyor’s 
staff,  it  would  be  most  unbusinesslike  to  allow  the 
time  of  a highly  paid  official  to  be  diverted  from  the 
difficult  technical  work  upon  which  he  is  chiefly  en- 
gaged in  order  to  answer  questions  on  relatively 
simple  points.  In  practice,  therefore,  unless  a caller 
has  an  appointment  with  the  Surveyor  personally  he 
would  not  normally  be  shown  into  the  Surveyor’s 
room  unless  it  proved  on  inquiry  that  the  case  was 
one  for  the  Surveyor’s  personal  attention.  We  have 
been  suffering,  as  Sir  Thomas  Collins  has  pointed  out, 
from  a shortage  of  trained  staff  as  a result  of  the  war, 
but  every  effort  is  being  made  to  make  good  the 
deficiency  with  the  least  possible  delay. 

23,477.  It  was  also  put  to  us  that  the  remuneration 
of  Assessors — not  in  Liverpool  but  in  the  country — 
is  inadequate.  We  are  told  of  one  case  where  the 
Assessor  for  8 country  parishes,  who  served  forms  in 
400  cases,  who  keeps  a pony  and  trap  to  get  about 
his  district,  and  who  is  required  to  attend  two  meet- 
ings of  Commissioners,  is  paid  less  than  £2  per 
annum.  'That  is  said  to  be  typical.  Can  you  throw 
any  light  on  the  matter? — May  I say  first  that,  as 
the  Assessor  is  authorized  to  send  all  the  forms  of  re- 
turn by  post,  and  as  eaoh  form  is  accompanied  by  a 
franked  envelope  for  its  return,  the  Assessor  certainly 
does  not  require  a pony  and  trap  in  order  to  enable 
him  to  carry  out  this  part  of  his  assessing  duties. 
As  to  meetings  he  would,  as  a rule,  be  required  to 
attend  them  in  any  case  in  his  capacitv  as  Collector, 
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For  an  Assessor  who  issues  400  forms  of  return  a 
remuneration  of  £2  per  annum  is  certainly  inad- 
equate, but  he  has  a very  simple  remedy,  and  that 
is  to  make  an  application  for  a revision  of  Ins 
remuneration.  We  are  well  aware  that  in  consequence 
of  the  old  poundage  basis  there  are  inequalities  as 
between  one  Assessor  and  another,  and  during  the 
past  two  years  we  have  reviewed  the  remuneration 
of  several  hundreds  of  Assessors. 

23  478.  One  of  the  suggestions  made  to  us  on  behalf 
of  the  Collectors  was  that  the  Board  of  Inland 
Revenue  would  do  well  to  attach  one  or  more  Collec- 
tors to  their  staff  in  a “directorial”  capacity. 
Have  you  thought  of  that  in  connection  with 
the  proposals  you  have  laid  before  us  ? 

Yes.  One  of  the  drawbacks  of  the  present 

system  is  that  there  is  no  organised  provision 
for  carrying  on  the  work  of  a Collector  who  falls 
ill.  Now  that  the  Collector’s  work  has  become 
practically  continuous  throughout  the  year  that  is 
a drawback  which  will  tend  to  become  more  serious. 
At  present,  if  a Collector  is  incapacitated  through 
illness  and  has  no  clerk,  his  work  at  once  falls  into 
arrear  and  the  collection  is  delayed.  If  the  illness 
is  such  as  to  necessitate  a prolonged  absence  from 
duty,  measures  are  improvised  to  meet  the  emergency 

for  example,  arrangements  may  be  made  that  the 

neighbouring  Collector  should  carry  on  the  collection. 

If  the  plan  suggested  by  the  Board  were  adopted 
it  would  in  time  be  possible  to  arrange  for  the  pro- 
vision of  a small  relief  staff,  and  this  staff  would 
naturally  be  attached  to  the  Head  Office.  As  the. 
Collectors  would  be  under  the  control  of  the  Sur- 
veyors for  the  various  districts,  acting  under  the 
direct  instructions  of  the  Board,  I think  it  would  be 
unnecessary  to  have  a “ Director  ” of  Collectors  at 
the  Head  Office. 

23,479.  It  was  put  to  us  by  the  Assessors’  repre- 
sentative that  one  of  the  services  they  render  to  the 
taxpayer  is  explaining  to  a firm  how  the  total 
liability  as  agreed  with  the  Surveyor  is  to  be  divided 
amongst  the  various  partners  for  the  purpose  of, 
their  claims  to  relief.  The  suggestion  was  that  the 
Surveyor  contented  himself  with  computing  the 
liability  on  the  firm  as  a whole  ? — I cannot  help  think- 
ing that  the  witness  must  have  been  under  some  mis- 
apprehension. The  apportionment  of  the  liability  of 
a firm  amongst  the  several  partners  is  frequently, 
a most  intricate  operation,  requiring  a knowledge  of 
the  factors  upon  which  the  liability  itself  has  been 
built  up.  I am  well  within  the  mark  when  I say 
that  not  one  Assessor  out  of  60  has  the  requisite 
technical  knowledge  to  enable  him  to  give  accurate 
advice  on  a complicated  partnership  apportionment. 
The  Surveyor  knows  that  he  will  at  a later  stage  have 
to  settle  the  rate  of  tax  at  which  the  component  parts 
of  the  firm’s  assessments  are  to  be  charged,  and  in 
cases  where  there  is  any  complication  the  usual 
course  is  for  the  apportionment  to  be  agreed  between 
the  Surveyor  and  the  accountant  or  taxpayer,  as  the 
case  may  be. 

23,480.  There  is  just  one  other  small  point  upon 
which  I am  not  quite  clear.  We  were  informed  that 
in  Liverpool  the  Assessors  issue  precepts  prepared 
by  the  Clerk  to  Commissioners  requiring  applicants 
to  furnish  accounts.  Can  you  explain  that  procedure? 
—Liverpool  is  one  of  the  divisions  respecting  which 
we  have  had  specific  reports,  and  the  actual  procedure 
is  that  when  a taxpayer  gives  notice  of  appeal  and 
the  case  is  one  in  which  accounts  are  required  the 
Surveyor  sends  him  a formal  printed  letter  in  the 
name  of  the  Clerk  to  Commissioners  requesting  that 
accounts  shall  be  sent  to  the  Surveyor.  That  is 
the  ordinary  procedure,  and  I can  only  imagine  that 
the  Assessors  are  referring  to  some  isolated  case& 
in  which  accounts  have  not  been  furnished  and  the 
case  has  been  put  down  for  personal  hearing.  In 
any  event  the  procedure  illustrates  some  of  the  use- 
less formalities  inherent  in  the  present  system. 
Accounts  are  required  by  official  No.  1 (the.Surveyor 
of  Taxes),  but  instead  of  the  Surveyor  making  appli- 
cation for  them  direct,  the  request  for  accounts  is 
prepared  by  official  No.  2 (the  Clerk  to  Commis- 
sioners) and  is  actually  posted  by  official  No.  3 (the 
Assessor).  We  think  such  a system  stands  self- 
oondemned. 


23.481.  Then  I have  only  one  more  question  to  ask. 
That  relates  to  what  would  happen  on  a reduction  of 
the  number  of  divisions  in  sparsely  populated  dis- 
tricts. You  would  get  a very  large  redundancy  in 
the  number  of  Commissioners  to  act  for  a few 
divisions.  Would  you  have  those  30  or  40  Commis- 
sioners select,  say,  twelve,  from  among  their  number 
to  act  in  the  consolidated  division? — Yes,  that  is  a 
reasonable  suggestion — that  they  should  choose  from 
amongst  themselves  the  number  that  would  be 
required  in  the  new  division. 

23.482.  Would  they  not  tend  to  choose  by  seniority? 

Is  not  the  idea  of  seniority  very  prevalent  with 
General  Commissioners — in  the  matter  of  who  takes 
the  chair,  and  so  on? — Yes,  the  senior  Commissioner 
does  usually  take  the  chair. 

23.483.  And  is  not  that  rather  a disastrous  fact 
sometimes  in  the  case  of  an  aged  and  deaf  chairman  ? 

Not  always.  I have  known  many  cases  where  the 

man  who  presided  at  the  meeting  was  the  most 
capable  man  and  not  the  oldest. 

23.484.  But  there  are  cases  where  prerogatives  are 
insisted  upon? — Yes. 

23.485.  Chairman:  Dr.  Stamp  asked  you  about 
the  deaf  man,  and  I think  you  said  it  did  not  make 
much  difference.  Is  that  so? — I think  there  is  no 
doubt  that  as  a rule  the  senior  Commissioner  expects 
to  preside. 

23.486.  Dr.  Stamp : And  he  may  be  very  aged  and 
very  deaf? — Yes,  he  may  be  if  he  has  gone  on  long 
enough. 

23.487.  Would  it  be  within  your  knowledge  and 
experience  that  it  would  be  possible  to  have  an 
argument  for  a quarter  of  an  hour  or  for  half  an 
hour,  and  then  for  the  Chairman  to  say : “ what  does 
the  Surveyor  say  it  ought  to  be  and  what  does  the 
appellant  say  it  ought  to  be?  I think  we  will  split 
the  difference”? — I think  that  might  be  so;  I do 
not  know  whether  it  is  so  now ; it  used  to  be  so. 

23.488.  Do  you  think  it  would  be  satisfactory  to 
leave  the  choice  of  the  12  surviving  Commissioners  to 
the  30  or  40  existing  Commissioners  ? — I do  not  think 
it  would  be  satisfactory  from  the  point  of  view  of 
getting  the  best  men. 

23.489.  Sir  W.  Trower : I think  we  are  all  agreed 
that  nothing  could  be  more  able  or  more  concise  or 
clearer  than  your  six  papers,  but  I think  they  are 
required,  are  they  not,  to  explain  an  elaborate  and 
complicated  system  which  has  grown  up  over  100 
years? — Yes,  that  is  so. 

23.490.  May  I ask  you  to  do  a very  hard  thing, 
and  forget  that  system  for  a moment  entirely,  and 
treat  the  question  de  novo.  If  you  would  kindly 
address  your  mind  to  that,  I think  that  four  things 
would  be  required;  four  main  questions  have  to  be 
dealt  with.  First,  you  have  to  have  a return  from 
the  taxpayer  of  his  sources  of  income? — Yes. 

23.491.  Secondly,  you  have  the  assessment  of  the 
income  ? — Yes. 

23.492.  Thirdly,  you  have  the  collection  of  the  In- 
come Tax? — Yes. 

23.493.  And  fourthly,  you  have  an  appeal?— The 
appeal  would  come  before  the  collection. 

23.494.  I put  it  in  the  wrong  order  for  the  moment, 
but  you  will  have  to  have  provision  for  an  appeal? 
— Yes. 

23.495.  I put  it  to  you  that,  first,  the  Surveyor 
of  Taxes  can  ask  for  the  return? — Yes. 

23.496.  Then  if  the  Government  have  an  official  to 
make  an  assessment,  the  Surveyor  of  Taxes  is  the 
person  to  make  the  assessment.  I am  asking  you  to 
deal  with  this  as  a proposition  de  novo,  as  if  you  were 
starting  the  collection  of  Income  Tax.  You  would 
first  have  a notice  to  the  taxpayer,  then  you  would 
have  an  official  who  would  assess,  subject  to  appeal. 
Then  you  would  have  a Collector.  Now  do  you  not 
think  that  the  Surveyor  could  send  out  the  notices 
of  return;  that  when  he  gets  them  he  could  make 
the  assessment  in  all  cases  subject  to  appeal:  and 
that  then  there  should  be  a separate  official  who 
could  collect  the  duty  ? Does  not  the  whole  question 
resolve  itself  into  that? — Not  entirely,  according  to 
our  view,  though  it  is  mainly  that.  We  propose  that 
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the  Surveyor  should  send  out  the  forms  of  return, 
that  he  should  examine  those  returns,  and  that  he 
should  apply  himself  to  ascertaining  whether  they  are 
correct  or  not  and  amend  the  figures  as  far  as  may 
be  necessary.  But  we  think  that,  within  a limited 
range,  there  may  be  an  advantage  to  us  as  a Depart- 
ment, and  to  the  country,  from  the  point  of  view 
of  revenue,  of  utilising  the  local  knowledge  of  the 
Additional  Commissioners,  who  are  frequently 
business  men. 

23,497.  But  is  that  really  a business  proposition? 
— If  you  can  get  the  right  type  of  men  who  are 
willing  to  give  their  services  in  that  way,  I think 
it  is. 

23,498  Surely  the  Government  have  to  do  their 
duty,  to  assess  the  tax  and  collect  the  tax.  Does 
not  the  proposition  really  reduce  itself  to  the  four 
things  I have  put? — Of  course  it  could  be  done  like 
that.  Our  point  is  that  we  want  the  work  to  be 
done  as  efficiently  as  possible,  and  that  all  leakage, 
so  far  as  it  is  possible  to  do  it,  should  be  stopped. 

23.499.  Sir  IF.  Trower : I have  put  my  point  to 
you.  I am  obliged  to  you. 

23.500.  Sir  E.  Nott-Bower : Dr.  Stamp  put  to  you 
just  now  that  sometimes  the  Additional  Commissioners 
were  a hindrance  rather  than  a help,  and  you  quoted 
one  or  two  cases  where,  in  your  knowledge,  the 
Additional  Commissioners  had  refused  to  raise  an 
assessment  when  a Surveyor  wanted  it  raised,  and 
where  it  was  ultimately  proved  that  they  were  quite 
wrong  and  the  Surveyor  was  right? — That  is  so. 

23.501.  I have  no  doubt  there  are  cases  of  that  sort 
from  time  to  time.  Under  the  law  as  it  existed  before 
the  consolidation  effected  by  the  Taxes  Management 
Act  in  1880,  would  not  the  Surveyor  in  those  cases 
to  which  you  refer  have  had  power  to  raise  a sur- 
charge?—He  would,  but  that  is  not  in  his  power 
to-day. 

23.502.  He  lost  that  power  of  surcharge  quite 
unintentionally  and  accidentally,  owing  to  a blunder 
in  an  Act  which  was  supposed  to  be  a consolidation 
Act? — In  the  Taxes  Management  Act. 

23.503.  Ought  not  that  power  to  be  restored  to  the 
Surveyor?— I think  it  is  a power  that  he  should 
have. 

23.504.  It  was  originally  part  of  the  Income  Tax 

law,  and  that  power  was  only  lost  by  accident? 


Yes,  it  would  help  us  to  deal  with  those  special  cases 
which  I have  mentioned,  and  which  often  involve  a 
great  deal  of  revenue. 

23.505.  Apart  from  those  comparatively  few  cases 
do  you  not  think  that  it  might  be  said  that  really 
the  Additional  Commissioners,  in  addition  to  being 
of  advantage  to  the  taxpayer,  are  of  advantage  to 
the  Surveyor;  I mean  in  this  way.  A number  of 
assessments,  I suppose,  are  made  without  any  return  ? 
— There  is  a proportion  of  such  cases. 

23.506.  Numbers  of  assessments  are  increased  by 
the  Surveyors? — Yes. 

23.507.  Before  those  increases  by  the  Surveyor  take 
effect  at  present  he  has  the  further  warrant  of  the 
assessment  of  the  Additional  Commissioners,  who  are 
responsible  for  the  assessments  and  who  examine 
them  as  far  as  they  think  necessary;  but  is* it  not 
very  easy  to  raise  an  outcry  that  vexatious  charges 
are  being  made  in  a district  when  a new  and  active 
Surveyor  goes  into  a district,  and  he  finds  that  a 
number  of  assessments  want  looking  into? — I agree. 

23.508.  Is  it  not  very  easy,  in  those  circumstances 
when  lie  does  his  duty,  for  an  outcry  to  be  raised  that 
vexatious  charges  are  being  made? — Yes,  it  might 
happen,  undoubtedly. 

23.509.  Questions  might  be  asked  in  the  House 
about  it,  and  so  on? — Yes. 

23.510.  Is  it  quite  fair  to  leave  to  one  single  in- 
dividual the  whole  odium  of  raising  all  these  charges 

which  I assume  to  be  proper  charges — when  an  un- 
reasonable outcry  might  be  raised  about  them?  1S 
it  not  very  advantageous  that  the  Additional  Com- 
missioners should  share  that  responsibility  with  the 
Surveyors?— I agree;  I think  that  is  one  of  their 
useful  functions. 

23.511.  Chairman : Do  you  think  that  if  we  got  a 
great  many  more  Surveyors  we  should  increase  the 
Income  Tax  receipts  enormously? — I do. 

23.512.  Is  that  one  of  your  real  recommendations? 

—Yes.  At  the  present  time  we  are  looking  forward 
to  an  increase  in  our  numbers.  That  is  a step  in  the 
right  direction:  if  we  have  more  men  we  shall  get 
better  results.  6 

23.513.  It  would  mean  that,  although  the  cost  of 
increasing  the  number  of  Surveyors  might  be  large, 
you  would  get  a great  deal  more  money?— 1 think 
there  would  be  a very  handsome  return  on  the  in- 
vestment. 

23.514.  Chairman : Thank  you  for  your  evidence 


Mr.  Philii>  Sulley, 

The  witness  handed  in  the  following  statement  as  his 
evidence-in-chief : — 

Evidence-in-chief  of  Philip  Sulley,  Elgin  (lately 
Surveyor  of  Taxes). 

23.515.  (1)  In  the  earlier  days,  and  particularly 
when  the  tax  ran  from  4d.  to  7d.  in  the  £,  without 
differentiation,  points  of  balance,  allowance  for  wife 
and  child,  etc.,  the  attitude  of  the  public  was  partly 
one  of  annoyance  at  an  inquisition  into  private 
affairs,  at  the  complicated  forms  issued,  and  at  the 
inequalities.  Income  Tax  also  formed  a staple  for 
jest  and  derision,  and  to  evade  it  was  regarded  as 
venal,  if  not  a mark  of  cleverness.  More  precise 
working  and  insistence  on  accounts  in  all  important 
businesses  to  some  extent  stopped  the  leaks,  but  in  no 
way  diminished  public  antagonism.  The  enormous 
growth  in  recent  and  war  years  has  converted  it  from 
a grievance  to  a heavy  burden,  and  it  is  beyond 
question  that  deliberate  evasion,  suppression  of  facts, 
omission  of  extra  and  casual  sources  of  income,  are 
seriously  rife,  and  that  the  public  is  not  to-day 
paying  its  full  dues. 

23.516.  (2)  My  suggestions  are  mainly  directed 
towards  impressing  on  the  taxpayer  his  responsi- 
bility to  the  nation,  and  the  obligation  for  absolute 
honesty.  By  calling  it  “ The  National  Tax,”  the 
thoughtful  section  will  certainly  be  impressed.  By 
this,  and  by  making  demands  requiring  a solemn 
declaration,  with  the  certainty  that  omission  or  evasion 
will  result  in  public  exposure  and  a penalty,  I believe 
the  general  attitude  will  be  improved,  and  greatly 


called  and  examined. 

improved  returns  and  statements  will  result.  The 
word  demand  ” seems  to  be  imperatively  necessary 
in  this  direction,  as  also  a solemn  declaration  that 
the  return  is  true  in  every  necessary  particular.  One 
such  declaration  to  the  truth  of  every  detail  in  the 
form,  and  its  various  sections,  will  be  far  more 
effective  than  the  existing  requirement  of  a number 
of  scattered  signatures. 

23.517.  (3)  Penalties  must  be  made  real,  effective 
and  certain  of  enforcement.  The  existing  penalty, 
not  exceeding  £20,  for  omission  to  make  a return 
is  seldom  or  never  enforced.  When  a man  knows  that 
failure  to  send  in  the  form  issued  by  the  Assessor 
(after  receipt  of  a reminder  from  the  district 
Inspector)  will  certainly  cost  him  a sum  of  ^20,  or 
£10,  as  the  result  of  a summary  conviction,  the  first 
year  will  be  the  only  one  in  which  there  will  be  any 
number  of  omissions. 

23.518.  (4)  As  the  object  of  the  tax,  and  its 
administration,  is  to  secure  a return  and  payment 
of  duty  from  everyone  in  the  nation  who  is  liable, 
the  widest  publicity  is  called  for.  To  effect  this, 
use  of  the  post  office  is  essential.  A poster  or 
placard,  such  as  suggested,*'  would  bring  the  matter 
before  practically  every  man  or  woman  in  the  King- 
dom, and,  as  a consequence,  forms  of  return  must  be 
available  in  each  post  office.  A note  that  the  per- 
son must  enter  his,  or  her,  full  name,  address  and 
designation  on  the  blank  form  supplied,  would  be 
sufficient  to  secure  identification,  and  the  form  could 


* See  Appendix  No.  36. 
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either  be  handed  over  the  counter  of  the  office  in  an 
envelope,  addressed  to  the  proper  officer,  or  sent  free 
by  post.  Franked  and  addressed  envelopes  would  be 
supplied  with  the  forms.  Seeing  how  widely  Income 
Tax  returns  are  now  issued  by  Assessors,  the  lumber 
of  forms  needed  and  issued  by  the  post  offices  would 
not  be  very  great,  especially  after  the  first  year. 
But  in  no  other  way  can  a personal,  individual 
demand  be  brought  home  to  every  one  who  may  be 
liable. 

23,519.  (5)  I suggest  that  the  tax  year  end  at 
31st  March  instead  of  the  old  Exchequer  date  of 
5th  April.  This  would  simplify  matters  and  would 
lead  in  many  cases  to  a regular  balance  at  31st 
March.  Where  people  are  made  to  keep  accounts,  or 
to  balance  accounts  for  tax  purposes,  this  date  would 
certainly  be  adopted. 


Form  No.  11. 

23.520.  (6)  The  existing  form*  for  a return  for 
assessment  under  Schedule  D is  an  effort  to  cover  the 
whole  ground  of  the  Acts,  and  to  reach  every  possible 
form  of  liability.  In  aiming  at  including  the  odd 
1,000th  case,  it  overlooks  the  value  of  giving  full 
and  clear  information  to  the  999.  Not  one  man  in  a 
hundred  tries  to  study  the  specialized  information  in 
it,  not  one  in  a thousand  reads  the  four-page  sheet, 
No.  11 — 1,  “ Notes,  Explanations  and  Instructions.” 
Give  the  999  as  clearly,  simply,  and  prominently  as 
possible  the  information  they  need. 

23.521.  (7)  In  spite  of  all  efforts  to  make  No.  11 
complete,  the  existing  form  does  not  contain  a space 
for  adopted  children,  or  for  an  unmarried  man  with 
a female  relative  taking  charge  of  a brother  or  sister. 
For  these,  and  also  for  dependent  relatives,  incapaci- 
tated by  age,  etc.,  a separate  form  should  be  pro- 
vided on  application  by  the  very  few  to  whom  these 
reliefs  are  applicable.  Attention  should  be  directed 
to  these  by  a note.  Similarly,  the  declaration  by  a 
person  not  domiciled  in  the  United  Kingdom  should 
be  omitted,  as  a special  form  is  required.  Give  the 
necessary  information  in  another  note. 

23.522.  (8)  Pages  2 and  3 may  be  held  to  be 
necessary,  in  their  present  form,  to  comply  with  the 
Statute,  though  it  is  not  impossible  to  simplify  them. 
In  any  case,  the  chief  item,  the  demand  for  a return 
of  income  from  trade,  profession,  employment  or 
vocation,  should  be  in  distinctive  type,  with  smaller 
type  for  interest,  etc.,  colonial  and  foreign  securities 
and  possessions,  and  other  profits.  The  supersession 
of  the  declarations  on  pages  2 and  3 will  reduce  the 
complexities  and  give  further  space. 

23.523.  (9)  The  following  further  notes  and  instruc- 
tions should  be  included  in  Form  No.  11 : — 

(1)  Persons  not  domiciled  or  not  ordinarily  resi- 

dent in  the  United  Kingdom  should  send 
in  a declaration  in  writing,  when  the 
proper  form  will  be  sent.  (In  place  of 
Declaration  B.  on  the  existing  form.) 

(2)  Claims  for  relief. — Application  should  be 

made  for  a separate  form  to  claim  relief 
for — 

(a)  Dependent  relatives; 

(5)  Dependent  children; 

(c)  Female  relative  in  charge  of  brother 
or  sister  for  whom  an  unmarried  man  is 
responsible ; 

(rZ)  Person  not  domiciled  or  not  ordi- 
. narily  resident  in  the  United  Kingdom. 

(This  note  might  be  printed  on  page  4.) 

23.524.  (10)  The  following  extracts  from  the  sheet 
of  instructions  No.  11 — 1 are  essential  for  the  correct 
filling  up  of  the  return,  and  to  inform  the  taxpayer 
as  to  his  total  liability  and  every  possible  relief : — 

(1)  Part  I (9) — Mode  of  assessment. 

(2)  Part  III  (22)  (/) — Wife’s  income. 

(3)  Part  III  (22)  (g) — Charges  on  income. 

(4)  Part  II  (20) — Marginal-  relief. 

(A  reference  to  this  latter  note  on  the  front  page 
of  the  suggested  new  Form  No.  11  is  essential.  It  is 
ludicrous  to  set  forth  that  abatements  and  concessions 
end  at  £400,  £600,  £700,  £800  and  £1,000,  when  1 y 
this  piece  of  ingenuity  they  actually  do  not.)f 

* See  Appendix  No.  5. 
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Form,  11 — 1.  Notes,  Explanations  and  Instructions 

23.525.  (11)  The  four-page  sheet  of  instructions, 
No.  11 — 1 (in  three  parts), § defeats  itself  by  its 
effort  to  cover  every  portion  of  the  tax  area,  ana 
it  is  at  present  unread  and  practically  useless.  In 
its  stead  there  should  be  Leaflets — one  for  universal 
use,  with  details  required  by  every  person  who  has 
to  make  up  a return;  another  with  the  necessary 
directions  to  traders  and  business  people  (rules  for 
calculating  profits) ; another  on  depreciation,  for  issue 
to  the  manufacturing  section;  one  on  interest  and 
dividends;  and  one  as  to  foreign  and  colonial  income. 
Yet  another  could  be  made  out  of  Parts  II  and  III, 
directions  for  personal  concessions,  if  considered 
necessary. 

23.526.  (12)  As  already  stated,  the  information  as 
to  mode  of  assessment,  wife’s  income,  charges  on 
income,  and  the  concession  known  as  marginal  relief, 
should  be  printed  on  the  actual  form  of  return,  so  as 
to  give  the  public  the  fullest  possible  information  aB 
to  liability,  and  assist  in  the  production  of  a true 
and  correct  return.  These  are  essential  to  the  solemn 
declaration  called  for,  and  will  prevent  any  plea  or 
defence  of  lack  of  sufficient  information. 

The  Assessor  in  issuing  his  return  forms  will  be 
readily  able  in  nearly  every  case  to  put  in  leaflets  2, 
3,  or  4,  as  required. 

23.527.  (13)  Leaflet  No.  1. — This  should  be  enclosed 
with  every  return  form,  and  should  include : — 

(a)  Particulars  as  to  exemption,  abatement  and 

rates  of  tax,  all  as  stated  on  the  amended 
return  form,  supplemented  by  notes  on  the 
allowances  (applicable  to  so  few  cases)  for 
adopted  children,  dependent  relatives,  and 
female  relative  living  with  unmarried  man 
for  the  purpose  of  having  charge  of  any 
brother  or  sister  under  16.  (It  should  be 
made  clear  that  these  allowances  must  be 
claimed  on  a separate  form  which  could 
be  obtained  at  any  post  office  or  the  local 
Tax  Office.) 

( b ) Particulars  as  to  allowances  for  Life  Insur- 

ance— see  (15)  on  page  3 of  Form  11 — 1 — 
which  should  be  translated  into  simple 
language. 

(c)  Notes  as  to  income  from  property  and  charges 

thereon — see  (22)  (c)  on  page  4 of  Form 
11 — 1 and  (22)  ( g ) on  the  same  page. 

(d)  Particulars  of  special  allowances  to  soldiers, 

sailors,  etc. — see  (14)  on  page  3 of  Form 
11—1. 

(e)  Note  as  to  income  from  the  occupation  of  land 

— see  (22)  (d)  on  page  4 of  Form  11 — 1. 

(/)  Note  as  to  taxed  income — see  (3)  (v)  on  page  1 
of  Form  11 — 1. 

(g)  Note  as  to  concerns  in  No.  Ill,  Schedule  A 
and  the  special  form  required — see  (3)  (iv) 
on  page  1 of  Form  1L — 1. 

23.528.  (14)  Leaflet  No.  2 should  contain  in  simpli- 
fied language  notes  as  to  the  return  to  be  made  in 
respect  of  profits  of  trade,  profession,  employment  or 
vocation — see  (4)  on  page  1 of  Form  11 — 1 — and  notes 
as  to  the  allowance  in  respect  of  mills,  factories,  etc. 

23.529.  (5)  Leaflet  No.  3 should  contain  notes  on 
the  allowance  for  wear  and  tear  of  machinery  and 
piant  used  for  the  purposes  of  a trade — see  (8)  on 
page  2 of  Form  11 — 1 — and  the  rates  which  have 
been  agreed  with  special  trades. 

23.530.  (16)  Leaflet  No.  4 should  contain  notes  as 
to  the  return  to  be  made  in  respect  of  profits  from 
interest,  colonial  and  foreign  securities  and  posses- 
sions, etc. — see  (5)  on  page  2 and  (22)  (e)  on  page  4 
of  Form  II — 1. 

23.531.  (17)  Form  No.  1. — I wish  to  advocate  the 
change  of  name  from  Income  Tax  to  National  Tax, 
a change  in  the  demand  for  the  return  on  the  first 
page,  in  the  declarations  on  pages  2 and  3,  and  in  the 
note  on  penalties  on  page  1. 

23.532.  (18)  Form  No.  12,  Schedule  E. — Later  on 
in  my  evidence  I make  a suggestion  which  would 
result  in  this  form  being  abolished.  Otherwise  it 
should  be  simplified  on  the  lineB  of  the  new  No.  11. 

§ See  Appendix  N®.  5. 
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It  should- be  noted  that  the  existing  form  gives  no 
clear  or  intelligible  basis  on  which  the  return  should 
be  made. 

. 23,533.  (19)  Repayment  Claim  No.  40.— The  various 
claims  for  repayment  which  can  be  made  by  the  tax- 
payer should  be  stated  either  on  the  form  or  in  a 
separate  leaflet. 

, The  payment  of  tax-free  dividends,  interest,  etc., 
should  be  made  illegal,  except  in  those  cases,  e.g., 
War  Loans,  in  which  a specially  defined  contract  is 
made  with  the  Government,  and  a less  rate  of  interest 
thereby  given. 

Forms  of  claim  should  be  obtainable  at  every  Postal 
Money  Order  Office,  together  with  a franked  envelope 
addressed  to  the  proper  officer  or  branch.  It  is  the 
taxpayer’s  own  money  that  has  been  withheld  or 
charged  owing  to  the  exigencies  of  the  Revenue, 
and  consequently  every  facility  should  be  given  for 
its  recovery  free  of  all  expense. 

Suggestions. 

23.534.  (20)  In  lieu  of  Schedules  A,  B,  C,  D,  E 
there  should  be  only  two : — 

First. — Property. 

Lands,  heritages,  and  other  income  arising  from 
land,  No.  II.,  Schedule  A. 

[No.  III.  of  Schedule  A — earned  profits  from  land; 
mines,  quarries,  gasworks,  &c.  to  be  transferred  to 
Second  Schedule.] 

23.535.  (21)  As  regards  Schedule  A,  or  Property, 
there  should  be  a yearly  valuation  as  in  the  Metro- 
polis and  in  Scotland.  The  valuation  for  rating  in 
England  and  Wales  is  very  far  behind,  while  in 
Ireland  the  system  (old  Irish  Poor  Law  Valuation) 
is  antediluvian,  and  results  in  great  inequalities  and 
loss  to  the  Revenue.  As  regards  Scotland,  the 
system  of  quinquennial  assessment — at  present  pro- 
longed to  seven  or  eight  years — prevents  the  full 
benefit  of  the  yearly  valuation.  There  is  no  clause 
in  the  Scottish  Act,  as  in  the  Metropolitan  one, 
applying  it  to  Income  Tax,  so  that  increases  made 
after  the  commencement  of  the  quinquennium,  unless 
for  additions  or  improvements,  are  lost  to  the 
Revenue. 

Second. — Pro  jits  and  earnings — at  present  in  Schedules 
B,  C,  D,  E. 

23.536.  (22)  Farmers  should  be  transferred  to 
Schedule  D at  any  rate.  Farming  is  a lottery,  and 
the  results  vary  enormously  in  different  areas.  The 
result  of  a flat  charge  of  twice  the  rent,  while  not 
excessive  in  the  aggregate,  acts  unfairly  and  harshly 
on  the  average  farmer,  and  leaves  untouched  the 
great  profits  of  the  large  or  well-situated  man  and 
of  the  stock  breeder.  Breeding  horses  for  sale  ought 
hot  to  be  included  as  ordinary  profit.  Fees  from 
stallions,  &c.,  are  separately  dealt  with  (in  a small 
way),  but  not  the  rearing  and  sale  of  horses,  which 
are  not  intended  or  required  for  ordinary  farm  pur- 
poses and  are  in  excess  of  the  working  capacity  of  the 
farm. 

23.537.  (23)  This  applies  far  more  to  the  breeding 

of  high-class  cattle,  from  which,  in  the  case  of 

fashionable  herds,  enormous  profits  are  yearly 
realized.  A few  particulars  as  to  this,  from  one 
corner  of  the  Kingdom,  are  given  in  the  next  two 
paragraphs.  A few  days  earlier  the  same  paper 

reported  the  sale  of  an  11  months  old  bull-calf  for 

£5,600,  and  the  owner  in  all  secured  £33,000  for 

24  young  animals. 

23.538.  (24)  Extract  from  the  “ Aberdeen  Journal,” 
18th  October,  1919:  — 


Balcairn  Bull  Calves.  Gns. 

Balcairn  Druid,  red  roan,  s.  Collynie  Golden 
Knight — Mr.  D.  Anderson,  N.  Loirston,  Nigg  700 
Balcairn  Gordon,  red  and  little  white,  s.  Edg- 

cote  Hero — Earl  of  Rosebery 2,200 

Balcairn  Victory,  red,  s.  Earl  of  Kingston — 

Mr.  M.  Marshall,  Stranraer 420 

Balcairn  Boy,  red,  s.  do. — Mr.  Cherry,  Ireland  430 
Balcairn  Warrior,  roan,  s.  Collynie  Golden 
Knight — Mr.  R.  Copland,  Milton  Ardlethen, 

Ellon  600 

Balcairn  Crusader,  red,  s.  Earl  of  Kingston — 

— Mr.  J.  J.-Moubray  of  Naemoor  ...  ...  2,300 


Balcairn  Fusilier,  roan,  s.  Collynie  Golden 
Knight — Mr.  Ingram  Middleton  of  Troup  ...  320 

Balcairn  Favourite,  red  and  little  white,  s. 
Edgcote  Hero — Mr.  Joseph  Shepherd, 

London  ...  ...  ...  ...  ...  ...  4 600 

Balcairn  Admiral,  roan,  s.  Earl  of  Kingston — 

Mr.  R.  Anderson,  Fingask  House,  Old- 

meldrum 1,100 

Balcairn  lmporial,  red  roan,  s.  Earl  of  King- 
ston— Mr.  Stevenson,  Cheltenham  600 

Balcairn  Imperial,  red  roan,  s.  Earl  of  King- 
ston— Mr.  R.  Anderson,  Fingask  House,  Old- 

meldrum 1,100 

Balcairn  Rocket,  red,  s.  Edgcote  Martial  Law 

— Mr.  Stevenson,  Cheltenham  600 

Balcairn  Comet,  white,  s.  Earl  of  Kingston — 

Mr.  Connon,  Nether  Coullie 580 

Balcairn  Eclipse,  red,  s.  Collynie  Bold  Knight 
— Messrs.  Strachan  and  Sons,  Hill  of  Wells, 

Rothienorman  400 

Balcairn  Secret,  roan,  s.  Edgcote  Martial  Law 

— Mr.  W.  M.  Cazalet,  Kent 45y 

Balcairn  White  Eagle,  white,  s.  Collynie  Golden 
Knight — Mr.  J.  Duthie  Webster,  Tarves  ...  2,300 
Balcairn  Butterfly,  red  roan,  s.  Collynie  Golden 

Sun — Mr.  J.  Coey,  Larne,  Ireland  ...  ...  570 

Balcairn  Bard,  roan,  s.  Collynie  Golden  Knight 
— Mr.  Blackstock,  Co.  Tyrone,  Ireland  ...  400 

Balcairn  Baronet,  roan,  s.  Edgcote  Baronet — 

Mr.  Matthew  Marshall  ...  ...  ...  ...  3,300 

Balcairn  Count,  roan,  s.  Earl  of  Kingston — 

Mr.  Reid  of  Billhead,  Ellon  ...  ...  ...  2,400 

Balcairn  Goldie,  red,  s*.  Collynie  Golden  Sun — 

Mr.  Raphael  of  Porter’s  Park,  London  ...  . 350 

Balcairn  Judge,  roan,  s.  Collynie  Golden 

Knight — Mr.  O’Connor,  Wexford  100 

Balcairn  Clipper,  red  and  little  white,  s.  Edg- 
cote Martial  Law — Earl  of  Manvers  ...  1,600 
Balcairn  Prince,  red.  s.  Collynie  Golden  Sun — 

Mr.  Law,  Mains  of  Sanquhar,  Forres  ...  550 

Balcairn  Rover,  red  and  little  white,  s.  Collynie 

Golden  Knight — Mr.  Ritchie 90 

Balcairn  Orion,  red,  s.  Collynie  Golden  Sun — 

Mr.  W.  P.  Turner,  Cairnton  Portsoy  ...  520 

Balcairn  Dandy,  red  roan,  s.  Collynie  Golden 
Sun — Mr.  A.  Murray,  Old  Manse,  Banff  ...  480 


23,539.  (25)  Extract  from  the  “ Aberdeen  Journal,” 
28th  October,  1919:  — 

Shorthorns. 

Sellers  of  shorthorns  had  a great  run  of  success. 
Four  h'erds  during  the  year  were  dispersed.  These 
were  the  ones  belonging  to  the  late  Mr.  Douglas, 
Meikle  Rhynie,  Ross-shire;  the  late  Col.  A.  T.  Gordon 
of  Newton;  and  those  of  Col.  Johnston  of  Lesmurdie 
and  Mr.  Murray,  Faichfolds.  At  the  spring  sales  the 
top  figure  for  the  breed  was  4,000  guineas,  given  by 
Mr.  William  Duthie,  Collynie,  at  Perth,  for  the 
Augusta  champion  sire  belonging  to  Lady  Cathcart 
of  Cluny  Castle.  And  it  is  fresh  in  the  recollection 
of  all  that  Mr.  Duthie  this  month  secured  5,300 
guineas  for  a bull  calf,  and  Mr.  James  Durno,  Upper- 
mill,  2,000  guineas  for  a heifer  calf. 

The  following  is  a snapshot  of  the  sales — 


Turriff 

...  (70) 

£1,750 

1 

6 

Maud  

...  (37) 

1,096 

15 

0 

Wick  

...  (13) 

762 

6 

0 

Inverness 

...  (59) 

2,716 

19 

0 

Perth  (two  days) 

...  (512) 

103,213 

19 

0 

Aberdeen  (Spring)  . . . 

...  (319) 

38,799 

13 

0 

Elgin  

...  (36) 

1,864 

16 

0 

Rhynie  (Ross-shire)  . . . 

...  (21) 

4,614 

15 

0 

Faichfolds  (dispersion) 

...  (37) 

1,371 

5 

6 

Aberdeen  (Central  Mart) 

...  (49) 

2,196 

14 

0 

Collynie 

...  (39) 

40,194 

0 

0 

Uppermill 

...  (19) 

10,631 

5 

0 

J.  D.  Webster 

...  (ID 

2,325 

15 

0 

Aberdeen  (Joint) 

...  (401) 

88,953 

6 

0 

Linksfield  (dispersion) 

...  (59) 

21,883 

14 

0 

Balcairn 

...  (35) 

28,728 

0 

0 

Newton  (dispersion)  ... 

...  (41) 

12,781 

13 

0 

1748 

£363,884 

17 

0 

MINUTES  OF  EVIDENCE. 
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Mr.  Philip  Sdlley. 


[ Continued . 


The  following  table  gives  the  number  sold  and  the 
general  averages  since  1882 — 


Average. 

£25  19  0 
29  8 - 
28  10 
24  19 
21  10  8 
21  5 9 
21  7 7 


1163 

1172 

815- 

881 

1227 

1140 

1011 

1145 

1071 


27  9 0 

25  17  0 

26  18  4 
32  16  3 


1903 

1904 

1905 


1910 

1911 

1912 

1913 

1914 

1915 

1916 

1917 

1918 


1079. 

1060 

1064 

1105 

1202 

1066 

1274 

1599 

1444 

1301 

1755 


1426 

1403 

1558 

1516 


Average. 
£29  6 10 
30  16  6 
33  13  6 
61  16  1 
42  0 5 


35  18  4 
46  1 11 
35  11  0 
46  0 5 
48  14  8 
5L  18  8 
51  17  6 
75  15  1 


Aberdeen- Angus. 

The  “ doddies  ” have  greatly  improved  their  posi- 
tion not  only  in  this  country,  but  in  practically  every 
stock-producing  country  overseas.  For  animals  suit- 
able for  export  the  demand  is  very  spirited.  At  the 
autumn  sale  the  other  day  quite  a number  of  the  best 
specimens  of  the  breed  were  purchased  for  the  United 
States.  The  outlook  is  cheery  for  raisers  of  the  best 
“ blacks.” 

At  the  spring  sales,  Mr.  F.  L.  Wallace  of  Canda- 
craig  and  Balcairn  paid  at  Perth  500  guineas  for  a 
yearling  heifer  from  Mr.  Peter  D.  Robertson,  Castle- 
craig,  Nigg,  Ross-shire,  and  for  bulls  Mr.  Kerr  of 
Harviestoun  got  2,800  guineas,  and  he  also  gave  that 
figure  for  one  of  the  Ballindalloch  aristocrats.  The 
champion  from  Mr.  J.  F.  Cumming,  Kinermony,  went 
out  at  2,100  guineas  to  Mr.  Cochrane,  Alyth.  At  the 
autumn  sale  of  Aberdeen  the  other  day  Mr.  William 
Grant,  The  Dell,  Aviemore,  sold  two  heifer  calves  at 
400  guineas  each. 


The  following  is  a summary 

of  the 

sales — 

Turriff  ...  

(75) 

£3,036 

2 

6 

(73) 

2,642 

12 

0 

Wick  

(21) 

1,411 

4 

0 

Perth  (two  days)  

(381) 

41,384 

3 

6 

Aberdeen  (Spring)  

(406) 

20,241 

7 

6 

Inverness 

(129) 

5,985 

0 

0 

Elgin  

(203) 

8,343 

1 

0 

Kirkton  (dispersion) 

(47) 

2,463 

6 

0 

Aberdeen  (Central  Mart)  ... 

(87) 

2,645 

9 

6 

Aberdeen  (Autumn) 

(335) 

22,258 

8 

6 

1757 

£110,410 

14 

6 

The  table  below  shows  the  numbers  sold  and  average 
prices  since  1882 — 


Year. 

No.  sold. 

Average. 

Year. 

1862 

434 

£55  13  10 

1901  .. 

1883 

265 

46  11  1 

1902  .. 

1884 

782 

36  3 4 

1903  .. 

1885 

24  16  1 

1904  .. 

1886 

814 

24  15  6 

1905  .. 

1887 

649 

17  1 10 

1906  .. 

1888 

987 

20  8 10 

1907  .. 

1889 

1173 

21  6 4 

1908  .. 

1890 

1155 

22  9 3 

1909  .. 

1891 

862 

26  15  10 

1910  .. 

1892 

1013 

22  13  8 

1911  . . 

1893 

1423 

20  15  1 

1912  .. 

1894 

1168 

21  5 3 

1913  .. 

1895 

1052 

19  17  7 

1914  .. 

1896 

1185 

22  14  0 

1915  .. 

1897 

876 

26  6 11 

1916  .. 

1898 

1061 

23  10  10 

1917  .. 

1899 

1083 

27  4 9 

1918  .. 

1900 

1108 

28  15  11 

1919  .. 

No.  sold. 
. 1282 
. 1578 
. 1435 
. 1435 
. 1419 
. 1162 
. 1367 
. 1141 
. 1213 
. 1364 
. 1406 
. 1303 
. 1561 
. 1512 
. 1613 
. 1406 
. 1527 
. 1539 
. 1757 


Average. 
£24  12  8 
25  10  0 


25  8 11 
24  17  2 
24  1 6 
27  12  8 


23.540.  (26)  Schedule  C.  is  merely  a branch  of 
Schedule  D,  and  the  sub-division  is  not  essential. 

23.541.  (27)  Schedule  E,  which  covers  special  classes 
of  employment,  does  not  by  any  actual  result  justify 
the  division  of  employment  into  two  classes  and  the 
complication  that  arises  therefrom.  To  secure  a 
return  of  income  on  a single  form  is  an  advantage 
that  will  outweigh  all  other  considerations.  Further- 
more, the  withholding  of  the  average  is  a grievance 
and  annoyance,  to  which  attention  has  been  often 
directed. 


Making  assessments. 

23,542.  (28)  Local  Assessors  are  not  necessary.  In 
Scotland,  Surveyors  act,  and  have  acted  for  many 
years.  Their  work  is  more  expeditious  and  brings 


better  results.  Surveyors  should  make  all  assess- 
ments, and  have  full  power  to  call  for  accounts  and 
particulars.  Additional  Commissioners  are  not  neces- 
sary, and  except  in  rare  cases,  are  of  little  practical 
value. 

Appeals. 

23.543.  (29)  If  General  Commissioners  are  to  be  re- 
tained, and  to  hear  appeals,  a barrister  or  solicitor 
should  be  associated  with  them  to  deal  with  points 
of  law.  An  ordinary  bench,  especially  a country  one, 
is  dreadfully  at  sea  in  these  matters.  Possibly 
travelling  Legal  Commissioners,  not  to  act  in  areas 
in  which  they  live  or  practise,  would  be  better. 

Notices  of  assessment  should  show  clearly  the 
various  grounds  on  which  appeals  can  be  made,  e.g., 
change,  cessation,  diminution,  loss,  death,  etc. 

Collection. 

23.544.  (30)  Prompt  payment  should  be  more 
stringently  enforced.  Discount  at  1 per  cent,  per 
month  for  all  advance  payments  should  be  granted 
and  a fine  of  1 per  cent,  per  month  levied  for  all 
sums  in  arrear.  Where  money  has  to  be  recovered 
elsewhere,  owing  to  removal,  5 per  cent,  extra  should 
be  charged. 

Penalties. 

23.545.  (31)  A new  penalty  should  be  imposed  for 
supplying  fraudulent  accounts  with  intent  to  conceal 
or  deceive,  viz.: — imprisonment  without  option  of 
a fine  for  each  person  concerned,  including 
accountant. 

[: This  concludes  the  evidence-in-chief .] 

23.546.  Chairman : You  have  been  a Surveyor  of 
Taxes? — Yes;  for  forty  years. 

23.547.  So  you  know  the  whole  business,  do  you  » 
not? — I think  so. 

23.548.  These  are  your  recommendations,  with  that 
experience? — Yes,  in  the  direction  of  simplification. 

23.549.  The  members  of  the  Commission  will  ask 
you  certain  questions  on  your  paper,  if  you  will 
kindly  answer  them. — Quite  so.  If  you  will  allow 
me,  I could  put  my  position  to  you  in  a few  sen- 
tences. 

23.550.  We  are  quite  agreeable. — In  regard  to  In- 

come Tax  the  taxpaying  nation  has  to  be  divided 
into  three  parts.  The  first  is  that  which  cannot 
help  itself,  which  suffers  deduction  of  Income  Tax 
because  its  income  consists  of  revenue  from  property 
or  from  taxed  investments.  Naturally,  that  section 
of  the  public  deserves  the  utmost  consideration  and 
assistance,  for  the  special  reason  that  the  greatest 
numerical  portion  of  that  class  consists  of  retired 
people,  widows  and  orphans  with  means,  and  they 
have  so  little  information  because  they  receive  their 
tax  notices  and  their  dividend  warrants,  and  do  not 
understand  their  position.  That  is  the  first  class. 
The  second  class  is  fortunately  a great  one— those 
who  mean  well  to  the  Revenue,  who  are  intending 
honestly  to  make  a decent  return  so  far  as  they 
know;  and  if  you  increase  their  knowledge  and  put 
greater  facilities  in  their  way  for  making  a correct 
return  you  gain  a great  advantage.  I hey  go  out 
with  the  idea  of  making  an  honest  return,  but  they 
do  not  understand  the  forms,  and  they  do  not  under- 
stand the  full  measure  of  their  responsibility  and 
liability.  They  are  very  apt  (it  is  human  nature)  to 
withhold  certain  items  which  they  ought  to  return- - 
little  private  items  of  income,  extra  fees,  extra 
earnings,  small  pieces  of  interest  and  things  of  that 
kind.  If  you  increase  the  knowledge  of  the  well- 
disposed  you  do  them  a service,  because  they  wish  to 
make  an  honest  return.  0 „ 

23.551.  How  do  you  increase  that  knowledger — By 

o-iving  them  forms  that  they  understand,  and  by 
giving  them  more  information.  The  ordinary  man 
or  woman  cannot  get  the  information  that  they  want 
in  a simple  way  from  the  forms  supplied  by  the 
Inland  Revenue.  . 

23.552.  That  is  your  view  from  experience.'' — it  is 
the  view  of  the  general  public  and  of  the  officials 
with  whom  I am  acquainted.  I have  had  a wide  and 
exceptional  public  experience,  because  in  addition 
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being  a Surveyor  of  Taxes  (now  called  an  Inspector) 
for  over  30  years  I have  held  appointments  in  Scot- 
land as  Lands  Valuation  and  Registration  Assessor 
of  11  counties  and  over  100  burghs,  which  brings 
me  into  more  intimate  connection  with  the  public 
than  my  ordinary  tax  work,  which  would  confine  me 
to  a certain  extent  to  the  office;  so  I venture  to 
speak  from  this  wide  experience  of  the  public.  Then 
you  come  to  the  other  section,  a very  large  and  grow- 
ing one,  which  does  not  mean  well  by  the  Revenue. 

23.553.  By-the-by,  have  you  drafted  anything  for 
simplicity? — Yes,  I have.  There  is  my  proposed  new 
form  of  return  which  is  before  you.  [oec  App.  No. 
37.] 

23.554.  You  will  put  that  in? — Yes,  and  a poster 
[see  App.  No.  36],  but  I will  come  to  that.  If  you 
cannot  put  the  fear  of  death  into  these  people  you 
must  increase  their  responsibility.  You  must  put 
before  the  British  public  its  responsibility.  I pro- 
pose to  do  that,  as  you  will  see,  by  putting  a poster 
into  every  post  office,  on  the  door  of  every  place  of 
worship,  and  on  every  public  hall  in  the  country, 
pointing  out  that  this  is  what  I call  in  my  evidence 
a National  Tax.  I lay  special  stress  on  that,  be- 
cause I think  it  would  bring  home  to  the  public  the 
fact  that  this  is  not  Income  Tax  to  be  evaded  and 
derided — -it  used  to  be  derided  and  is  now  evaded— 
but  it  is  a National  Tax.  This  would  have  a sub 
stantial  effect  on  very  many,  and  it  would  make 
those  who  make  honest  returns  more  alive  and  alert 
to  see  that  their  neighbours  follow  suit.  The 
National  Tax  will  help  and  make  a demand.  Lay  it 
down  in  the  clearest  manner  possible,  that  any  man 
who  comes  within  the  limits  of  liability  to  Income 
Tax  must  get  a form  either  from  the  local  official  or 
from  the  post  office,  and  make  a return.  Failure  to 
make  a return  on  the  part  of  any  man  liable,  involves 
him  at  once  in  a penalty  to  be  sued  for  and  re- 
covered by  summary  process.  The  penalty  for  not 
making  a return  at  the  present  time  is,  as  you  are 
aware,  £20,  or  less  at  the  option  of  the  judge  or  the 
Sheriff  in  Scotland.  Make  it  a fixed  sum  of  £10, 
absolute.  Say  to  him,  “ if  you  do  not  make  a return 
and  you  are  proved  to  be  liable — £10.  If  you  did 
not  make  a return  the  year  before  and  you  were 
liable — another  £10.”  Make  it  retrospective.  In  the 
same  way,  when  you  deal  with  a man  who  has  made 
a return,  but  has  not  returned  what  he  should 
return,  you  can  deal  with  him  very  promptly.  The 
penalty  is  £20,  or  £50  if  sued  in  the  High  Court. 
Make  it  a fixed  £20  in  the  county  court  in  England, 
or  the  Sheriff  court  in  Scotland,  and  add  to 
that  treble  the  duty  found  to  have  been  un- 
paid for  any  number  of  years.  If  you  are 
sufficiently  firm  with  the  public  you  will  get 
many  millions  in  the  first  year,  and  an  immense 
increase  in  the  future.  The  public  requires  more 
firmness,  and  it  requires  equal  handling.  The  public 
needs  to  know  that  everybody  will  get  like  treatment, 
that  there  will  be  no  advantage  to  a man  that  he 
is  in  a big  position,  and  having  held  back  statements, 
can  come  to  a private  adjustment  if  he  has  failed  to 
make  his  full  return.  As  you  know,  ignorance  of 
the  law  is  no  plea  in  law,  and  if  you  put  matters  into 
this  form  so  that  they  are  within  the  actual  know- 
ledge of  everybody  there  should  be  no  ignorance,  so 
that  there  is  no  excuse,  and  there  should  be  no 
what  is  known  as  “ back  duty  ” — that  is,  private 
terms  between  a defaulting  taxpayer  and  the  local 
Income  Tax  official  and  the  Board  of  Inland  Revenue. 
That  should  be  absolutely  done  away  with,  and  there 
should  be  a definite  penalty  put  upon  great  or 
small,  no  matter  what  the  influence  may  be,  no  matter 
what  the  man’s  position  may  be,  and  added  to  that 
what  would  be  a reasonable  option,  in  addition  to  the 
£20  (it  will  be  affected  by  circumstances,  of  course), 
treble  the  duty  for  which  there  is  power  already  in 
the  Statute,  but  which  is  not  enforced  except  in  rare 
cases.  It  is  quite  a usual  tiling  for  a firm,  or  some- 
body of  position,  who  has  defaulted,  to  say,  “ you 
know  what  Income  Tax  is;  I did  not  understand 
it.”  Or  they  get  someone  of  influence  to  say,  " this 
man  is  all  right.  He  has  made  a muddle  of  things,” 
when  as  a matter  of  fact  he  has  not;  he  has  done 
it  most  deliberately,  and  he  shields  himself  behind 
that,  and  makes  private  terms  with  a public  official, 


which  are  passed  by  the  Board.  Put  a stop  to  that 
and  let  the  public  know  that  any  failure  or  evasion 
will  result  in  a conviction,  and  a definite  fine  in 
addition  to  treble  the  duty,  and  you  will  then  increase 
the  public’s  responsibility  and  their  knowledge  and 
the  more  you  increase  tliat  knowledge  the  more 
firmly  you  will  get  the  general  public  and  the  better 
class  of  the  public  to  look  after  the  others  who  at  the 
present  time  have  no  interest.  If  they  got  to  know 
that,  that  will  spread  in  another  direction.  You  have 
now  a very  important  branch  of  the  Income  Tax 
payers,  the  weekly  wage-earner.  He  is  a very  difficult 
man  to  deal  with.  You  know  more  about  it  than  I 
do.  He  is  striking  at  the  present  time  in  Wales 
I see,  and  I hope  you  will  allow  him  to  strike. 

23.555.  Mr.  Manville : Not  yet? — But  he  is  going 
to,  and  threats  go  a long  way.  He  is  a very  difficult 
man  to  deal  with.  If  you  deal  with  him  firmly,  and 
say  to  him  that  you  are  going  to  deal  with  him 
firmly,  as  with  the  better  class  man,  he  will  not  be 
able  to  answer,  as  at  present,  any  threat  you  may 
make  to  him  or  any  intercourse  you  may  have  with 
him:  “ the  company  has  returned  my  wages.  What 
about  ordinary  people  who  are  making  money  in 
shops?  They  do  what  they  like.  We  are  not  going 
to  pay.”  If  you  increase  the  public  knowledge 
generally  these  men  will  be  tied  up,  and  also  the  man 
who  is  making  an  average  wage,  and  paying  on  it 
will  be  very  quick  to  see  that  the  man  who  is 
making  some  of  these  exorbitant  extortionate  wages 
also  pays  up. 

23.556.  Mr.  Kerly:  You  have  developed  a good 
many  things  that  you  might  have  been  asked 
questions  about,  and  your  paper  itself  is  very  clear. 
You  really  think  that  to  change  the  name  of  the 
tax  would  increase  its  popularity  with  the  public  at 
large? — Well,  it  would  never  increase  its  popularity  : 
that  is  an  expression  I could  not  possibly  use;  but 
it  would  increase  the  public  sense  of  responsibility 
to  the  nation. 

23.557.  That  must  be  a matter  of  personal 
estimate  ? — Quite. 

23.558.  Why  should  this  be  the  national  tax  any 
more  than  any  other  tax?- — I know  of  no  other  tax 
at  the  present  time  which  affects  the  United  Kingdom 
in  the  same  way  as  the  Income  Tax,  because  everyone 
does  not  drink  beer  or  smoke  tobacco.  This  is  the 
only  direct  national  tax  that  I know  of. 

23.559.  Very  well;  that  is  your  reason.  You 
suggest  that  there  should  be  a penalty  if  no  return 
is  made? — Y'es.  There  is  at  the  present  time  a 
nominal  one  of  £20  which  is  not  enforced.  I say 
make  it  a certain  £10. 

23.560.  Yes,  you  have  developed  that.  Do  you 
suggest  that  that  penalty  should  be  applicable  to 
every  person  who  has  an  income  above  the  minimum 
limit? — I do,  provided  that  through  the  post  office 
and  other  channels  the  public  is  notified  in  a way 
which  it  cannot  avoid. 

23.561.  You  would  notify  that  every  man  and  every 
unmarried  woman  who  has  an  income  exceeding  £130 
a year  should  be  subject  to  a penalty  if  he  or  she 
does  not  make  a return? — Yes,  if  he  or  she  does  not 
go  to  the  post  office  or  apply  locally  for  a form. 

23.562.  You  appreciate  the  difficulty  of  bringing  a 
very  large  number  of  the  members  of  the  community 
into  the  criminal  class? — Well,  I do  not  know  that 
for  a man  to  be  fined  for  Income  Tax  is  considered 
very  criminal.  The  question  is,  are  you  going  to 
get  from  every  member  of  the  nation  what  is  due: 

I say  the  first  year  you  would  have  many  prosecutions, 
bur  as  soon  as  the  people  knew  you  meant  to  do 
this  the  trouble  would  cease,  except  when  deliberately 
trying  to  evade. 

23.563.  It  may  be  so,  but  you  probably  appreciate 
that  a very  large  part  of  the  deterrent  effect  of  a 
penalty  is  that  it  is  rare.  If  it  becomes  the  fashion- 
able thing  to  be  fined  £20,  people  will  regret  the  £20, 
but  they  will  not  mind  the  fact  that  it  is  a penalty  ?- 
Well,  there  have  been  so  very  few  prosecutions  in  my 
lifetime  in  Income  Tax  matters. 

23.564.  You  appreciate  that  you  are  suggesting 
hundreds  of  thous-ands  of  prosecutions?- -No. 

23.565.  Do  not  you?— Because  through  the  weekly 
\yage-earners’  own  returns  and  through  the  return# 
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made  by  employers  and  through  the  work  of  the 
Assessors  and  Surveyors  there  is  only  a fringe;  in 
the  United  Kingdom  there  might  be  hundreds  of 
thousands,  but  the  mere  fact  of  announcing  that 
would  bring  in  two-thirds  of  those  people. 

23  566.  It  is  not  to  be  brutum  fulmen ; you  are 
actually  going  to  apply  this?— Quite  so. 

23  567.  Do  I understand  that  you  would  except 
wage-earners  for  whom  the  employer  makes  a return  ? 

Most  absolutely,  because  his  responsibility  is  met 

by  the  Act  of  Parliament. 

23.568.  Very  well;  you  did  not  explain  that? — He 
receives  his  form  afterwards. 

23.569.  Very  well,  I will  take  that  answer.  Sup- 
posing a wage-earner  has  some  savings  or  something 
outside  his  wages,  is  he  then  to  make  a return? — He 
is  to  make  a return  as  a result  of  the  return  sent  in 
by  his  employer.  He  receives  the  form  on  -which  to 
claim  allowances,  and  on  which  to  make  a return 
of  any  other  income. 

23.570.  You  would  limit  his  case  to  defaults  where 
a return  is  demanded? — That  would  be  the  second; 
it  would  have  to  be  a fraudulent  return. 

23.571.  Where  are  these  penalties  to  be  recovered — 
by  the  magistrates? — In  the  shortest  possible  way, 
in  the  county  court  in  England  and  in  the  Sheriff 
court  in  Scotland. 

23.572.  Why  not  before  the  magistrate? — That  is 
for  the  Commission.  Although  I was  in  England  for 
some  years,  I have  been  so  long  in  Scotland  that  I 
am  not  acquainted  with  English  legal  procedure.  It 
does  not  matter  where  you  recover  it  so  long  as  you 
do  it  quickly. 

23.573.  You  suggest  wide  advertisement,  which 
seems  to  be  a very  excellent  thing.  Advertisement  in 
the  Press  would  be  the  most  useful  way,  would  it 
not? — Quite.  It  has  never  been  done  yet,  but  there 
is  no  reason  why  it  should  not  be. 

23.574.  I gather  that  your  general  view  is  this: 
if  you  give  a man  a complicated  statement  he  will 
not  appreciate  it? — That  is  so. 

23.575.  I may  tell  you  it  is  the  experience  of  many 
people  in  my  profession  that  some  educated  people 
can  bear  three  things  in  mind  at  once,  but  very  few 
people  can  bear  more,  and  here  in  the  Income  Tax 
paper  you  have  got  a very  much  larger  number. 
You  suggest  that  instead  of  giving  everybody  a form 
which  is  suitable  for  anybody,  you  should  take  what 
I will  call  the  normal  case  and  prepare  your  normal 
form  for  that  case  only? — Exactly,  with  a printed 
note,  which  a man  can  find,  instructing  him  in  the 
extra  case — the  one  case  in  1,000  or  10,000 — how  to 
proceed  to  meet  his  liability. 

23.576.  But  from  your  normal  form  you  omit  a 
great  many  particular  cases  inevitably? — Yes, 
foreign  profits  and  things  of  that  kind ; I go  for  the 
999  out  of  the  1,000. 

23.577.  A suggestion  has  been  made  that  the 
Income  Tax  authorities  should  distribute  a pamphlet 
of  instructions  somewhat  similar  to  those  that  the 
unofficial  people  distribute  for  their  own  advertise- 
ments now? — Yes. 

23.578.  If  that  were  clearly  indexed  and  arranged 
under  headings  which  a man  could  turn  over  rapidly 
until  he  came  to  every  case  which  might  possibly 
touch  himself,  do  you  think  that  would  be  satisfac- 
tory?— I think  it  would  be  much  better  met  by  a 
leaflet,  one  leaflet  for  the  general  public,  the  man 
under  1,000  who  gets  the  allowances,  because  if  you 
complicate  it  and  put  a lot  of  stuff  in,  the  ordinary 
man,  if  he  sees  something  he  does  not  understand, 
stops. 

23.579.  And  he  gets  very  tired  before  he  has  got 
down  many  lines  of  small  print? — That  is  so,  but  I 
think  a leaflet  in  the  post  office,  giving  the  conces- 
sions up  to  £1,000,  would  be  a magnificent  idea. 

23.580.  Your  form  perhaps  might  have  printed  on 

the  back  of  it  a list  of  the  leaflets  ?— Yes.  Of 

course,  this  form  which  I sent  in  is  only  a suggestion 
for  the  first  page  of  the  yellow  form  No.  11. 

23.581.  I quite  appreciate  that?— But  you  can  put 
anything  else  you  like, 


23.582.  Provided  you  do  not  lose  sight  of  tbe  end 
in  view  by  putting  too  much? — That  is  so.  Reduce 
the  amount  of  information,  and  also  put  the  salient 
things  that  appeal  to  the  bulk  of  the  public  in  larger 
type. 

23.583.  You  suggest  that  the  Schedules  should  be 
re-arranged,  and  that  you  should  have  two,  one  for 
property  and  one  for  income? — That  is  the  idea.  Of 
course,  I am  not  going  largely  into  that,  because 
that  is  a matter  of  administration. 

23.584.  You  know,  of  course,  that  the  assessments 
at  present  are  made  by  different  persons  ? — Oh,  quite. 

23.585.  Did  you  mean  to  carry  your  suggestion 
further,  or  do  you  make  no  suggestion  as  to  who 
should  be  the  assessing  authority? — I do.  In  para- 
graph 28  I say  in  making  assessments  local  Assessors 
are  not  necessary;  they  are  advisable. 

23.586.  How  would  you  value  property,  for  in- 
stance ? — You  have  had  this,  I see,  many  times  before 
you. 

23.587.  I do  not  want  you  to  develop  it,  if  you  will 
kindly  answer  my  question.  I thought  perhaps  your 
answer  would  be  that  except  as  regards  your  para- 
graph 28  your  evidence  does  not  extend  to  dealing 
with  assessments? — I did  not  wish  to,  because  it  is 
a matter  of  administration. 

23.588.  I just  wanted  to  make  it  clear? — I indi- 
cated my  idea,  but  my  suggestions  are  only  general, 
because  you  have  had  all  these  things  before  you. 

23.589.  They  are  very  valuable.  Now  one  word 
about  the  farmers’  accounts.  From  your  experience 
do  you  think  it  would  be  possible  to  get  farmers  to 
keep  accounts  in  all  cases? — Most  certainly.  You 
could  make  up  a farmer’s  pocket  book  that  he  could 
keep  from  day  to  day  and  he  would  have  no  difficulty. 

23.590.  It  might  perhaps  tend  to  educate  the 
farmer  to  the  value  of  accounts? — It  would  be  a 
simple  pocket  book  which  could  be  devised  for  him 
to  put  down  the  items  in  a simple  way.  Of  course, 
you  would  have  great  difficulty  because  I may  tell 
you  the  farmer’s  profit  is  what  he  has  left  over  after 
all  his  household  and  family  expenses  are  paid.  A 
simple  farmer’s  pocket  book  in  which  he  enters  his 
receipts  and  his  outlay  could  be  devised  without  any 
trouble,  always  on  the  understanding  that  there  must 
be  a personal  section  into  which  he  must  put  his 
personal  expenses. 

23.591.  Mr.  McLintock  : Do  you  say  a simple  farmer 
or  a simple  farmer’s  account? — A simple  farmer’s 
account.  I do  not  know  any  simple  farmers  in 
Scotland.  If  you  meet  a simple  farmer  you  have 
to  watch  out. 

23.592.  Mr.  Kerly : The  farmer  himself  lives,  to 
a great  extent,  I presume,  out  of  what  he  produces? 
— He  says  not. 

23.593.  Do  you  suggest  there  should  be  any  charge 
for  his  maintenance? — There  is  in  the  form  which  is 
used  for  a repayment  claim:  “Produce  used  in  the 
household,”  which  he  generally  estimates  at  £10  to 
£16,  including  butter  and  eggs  for  the  family.  You 
cannot  get  beyond  £26  in  any  of  those. 

23.594.  He  has  to  make  a shot.  Does  the  £26  vary 
with  the  number  of  persons  in  the  household? — £26 
is  about  the  limit  you  can  get  a man  to  admit,  if 
he  makes  a claim  for  repayment  under  Schedule  B. 

23.595.  In  the  case  of  the  small  trader  there  is  a 
corresponding  difficulty  about  payments  made  out  of 
the  till,  is  not  there? — Yes,  quite  so. 

23.596.  It  very  often  happens  that  when  the  man 
has  lived  out  of  the  till  there  is  nothing  more  in  it 
at  the  end  of  the  year  than  there  was  at  the  begin- 
ning?— From  an  Income  Tax  point  of  view  you  are 
quite  correct. 

23.597.  Then  he  says  he  has  no  income? — That  is 
so;  he  has  no  profit. 

23.598.  Would  it  not  be  advisable  if  you  were 
making  accounts  compulsory  for  farmers  to  begin 
with  the  larger  farmers? — The  larger  farms  may  not 
pay;  it  all  depends  on  the  area.  The  best  farmers 
I have  known  and  the  most  flourishing  farmers  I 
have  known  are  men  with  a rental  of  under  £200  * 
year,  and  they  never  paid  any  Income  Tax  at  all. 
Before  the  war  they  would  keep  their  cars  and  send 
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their  sons  to  the  university  and  their  daughters  to 
boarding  school. 

23.599.  They  are  profitable  farms? — They  are.  All 
those  are  the  kind  of  farms  that  are  very  profitable 
to-day. 

23.600.  Are  you  right  in  saying  that  there  are  no 
Assessors  in  Scotland  ? Are  there  not  Assessors  in 
Edinburgh  and  Glasgow? — I do  not  think  I say  there 
are  none;  but  I say  it  is  the  usual  thing  in  Scotland 
for  the  Surveyor  to  do  that  work;  I think  I make 
that  reservation. 

23.601.  You  make  a suggestion  about  discount  pay- 
ments?— That  is  technical,  but  it  might  be  effective. 

23.602.  You  suggest  a very  high  rate,  do  you  not? 
— It  is  a general  suggestion.  Of  course,  the  details 
are  in  competent  hands  at  Somerset  House. 

23.603.  Just  consider  for  one  moment,  with  your 
experience,  this  suggestion;  supposing  a man  could 
go  to  a post  office  or  through  his  bank  to  the 
Treasury  at  any  time  during  the  year  and  buy, 
under  discount,  vouchers  which  he  could  send  in  for 
his  payment  of  Income  Tax  on  the  1st  of  January, 
when  it  became  payable,  do  you  not  think  that  would 
be  a practical  way  of  meeting  the  difficulty? — If  it 
were  not  too  great  a concession.  The  concession  would 
have  to  be  kept  within  bounds  to  satisfy  the  Treasury 
and  the  Revenue. 

23.604.  It  is  the  fact,  is  it  not,  that  some  people 
who  are  very  cautious  or  very  prudent  begin  to  save 
up  for  their  Income  Tax  sometimes  quite  early  in 
the  year? — I have  never  come  across  anybody. 

23.605.  I have  been  more  fortunate.  I can  tell 
you  of  gentlemen  of  my  acquaintance  whose  banking 
account  in  the  second  half  of  the  year  is  always 
swollen  because  they  not  only  provide  for  their  In- 
come Tax,  but  hopefully  provide  for  very  much  more 
than  they  want;  is  that  unfamiliar  to  you? — Quite. 

23.606.  Mr.  ManviUe : With  regard  to  paragraph  19 
of  your  paper  as  to  repayment  claims,  1 suppose  you 
are  suggesting  that  “ tax  free  ” dividends  and 
interest  should  be  made  illegal  in  order  to  simplify 
the  question  of  repayment? — I have  all  my  life  been 
very  strong  on  the  point  that  “ tax  free  ” dividends 
should  be  abolished.  It  is  a terrible  loss  to  the  public. 
They  know  a little  more  to-day,  but  take  the  case 
of  a woman ; somebody  leaves  her  £100  a year  from 
bank  stock  in  one  of  the  Scotch  banks,  which  was 
always  “ tax  free  ” dividend.  She  thinks  she  i3 
getting  £100  clear  and  clean,  and  she  never  makes  a 
claim.  There  is  any  quantity  to-day  who  do  not 
know.  They  think,  when  they  get  “ tax  free”  money, 
that  they  have  paid  no  Income  Tax.  They  believe 
what  is  said  on  the  face  of  it,  and  they  lose  the  money. 
The  Revenue  gets  millions  remaining  in  its  coffers 
every  year  which  should  be  returned  tq  people  who 
own  it,  and  who  are  entitled  to  it.  It  is  the  biggest 
scandal  I know  in  connection  with  Income  Tax. 

23.607.  I thought  I heard  you  say  a short  time  ago 
that  ignorance  of  the  law  could  not  be  pleaded  in 
matters  of  this  sort? — The  law  does  not  order.  The 
law  did  not  order  the  secretary  of  a company  who 
had  to  divide  £120,000  in  dividend  to  say:  “ I will 
pay  off  £20,000  and  pay  £100,000,  and  tell  the  people 
I have  paid  no  tax  for  them.”  I think  it  is  con- 
trary to  the  spirit  of  the  law  and  the  Statute. 

23.608.  But  the  lady  in  question  ought  to  know 
that  she  has  to  pay  Income  Tax? — Oh  dear  me,  no. 
She  is  told  it  is  “ tax  free,”  and  being  simple-minded 
she  accepts  that  statement  to  her  own  loss. 

23.609.  Do  you  think  that  the  Government  should 
be  put  in  a superior  position  in  that  respect,  as  com- 
pared with  limited  liability  companies? — But  it  only 
needs  a short  clause  in  the  Act  that  every  deduction 
of  Income  Tax  from  a payment  of  dividend  or  interest 
must  be  shown.  Look  at  it  to-day;  £100  “ free  of 
tax  ” represents  £142  17s.  and  not  one  person  in  a 
hundred  thousand  knows  that  till  they  go  to  the  tax 
office. 

23.610.  I should  like  to  suggest  this  to  you,  that  in 
these  days  of  very  high  Income  Tax,  industrial  con- 
cerns issuing  prior  securities  like  preference  shares, 
and  every  year  paying  an  Income  Tax  up  to  a certain 
amount,  do  so  with  the  object  of  getting  the  auto- 
matic reduction  which  they  would  obtain  if  and  when 
the  Income  Tax  comes  down.  If  your  suggestion  is 


carried  out  it  means  that  shares  of  that  sort  paid 
“free  of  Income  Tax  ” up  to  a certain  amount 
would  for  ever  be  mulcted  in  that  rate  or  in  the 
corresponding  rate,  I should  say,  to  the  interest 
they  pay?— Excuse  me,  the  sum  of  money  that  this 
industrial  company  pays  out  is  charged  every  year 
at  the  appropriate  rate  or,  if  the  rates  vary  between 
the  5th  April  and  their  particular  date,  the  two 
rates,  or  a fraction  between  the  two.  They  are  pay- 
ing, and  they  always  will  pay.  I have  been  thinking 
about  this  a good  deal,  and  when  I was  last  in 
London,  a month  ago,  I saw  in  one  of  the  financial 
papers  “ tax-free  investments,”  and  I wondered  what 
was  the  advantage  of  that,  so  I made  some  inquiry 
and  was  told  it  was  simply  a Stock  Exchange  affair 
because  when  the  “ tax  free  ” stock  becomes  “ ex 
div.”  it  does  not  fall  so  much  as  when  the  Income 
Tax  deducted  is  absolutely  shown  and  is  clear  to  the 
people;  that  is  one  reason  why  they  keep  it  up,  but 
they  pay  the  tax ; there  is  no  such  thing  as  “ tax 
free  ” dividend,  and  the  tax  is  apportioned  if  the 
rates  change. 

23.611.  I am  afraid  you  did  not  understand  my 
question? — >1  am  sorry. 

23.612.  What  I tried  to  make  clear  was  that  in 
shares  of  that  description  paid  “ free  of  Income 
Tax  ” up  to  a certain  amount,  if  the  Income  Tax  is 
reduced  the  company  gets  the  advantage  of  that, 
which  it  would  not  otherwise  get  if  they  had  to 
pay  a higher  rate  of  Income  Tax  than  the  present 
rates? — I quite  understand  that. 

23.613.  Let  me  put  it  in  this  way:  to-day  they 
would  pay  5 per  cent,  without  Income  Tax  and  6 per 
cent,  if  the  investor  took  the  speculation  in  regard 
to  the  present  and  future  rate  of  Income  Tax  ?-  I 
quite  follow  that. 

23.614.  You  would  remove  that  ultimate  benefit  to 
the  company  if  they  were  not  in  a position  to  issue 
preference  shares  “ free  of  Income  Tax  ” up  to  a 
certain  amount?— That  is  a highly  technical  point  for 
the  benefit  of  a limited  section  of  the  community.  I 
quite  see  the  point,  but  the  thing  still  holds  that  the 
people  who  receive  that  preference  dividend  are 
entitled  still  to  recover  the  tax  at  the  current  rate. 

23.615.  Mr.  McLintoc/c : Do  you  seriously  suggest 
to  the  Commission  that  to-day  there  are  millions  of 
revenue  being  kept  in  hand  that  should  be  repaid, 
owing  to  this  “free  of  tax”  declaration  of  divi- 
dends, using  that  in  its  ordinary  meaning,  and  not 
in  regard  to  Mr.  Manville’s  point  of  compounding 
the  tax? — The  sum  that  is  lost  by  retired  people,  by 
private  people  and  by  women  is  very  large.  I may 
have  used  the  expression  too  freely,  but  it  does 
amount  to  a very  great  sum. 

23.616.  How  do  you  know? — By  my  experience 
among  the  public,  and  what  I have  heard  in  all  my 
life  with  regard  to  this.  People  do  not  understand 
and  do  not  make  claims. 

23.617.  Where  have  you  been  a Surveyor  for  the 
last  20  years,  say? — I have  been  a Surveyor  in  Fife, 
which  is  a very  large  and  populous  county,  and  three 
border  counties,  and  three  northern  counties. 

23.618.  Give  us  the  counties? — Fife  for  10.  years, 
which  includes  a great  number  of  colliery  districts, 
Roxburgh,  Selkirk  and  Berwick,  and  Banff,  Elgin  and 
Nairn,  and,  of  course,  I have  always  been  in  contact 
with  Income  Tax. 

• 23,619.  I take  it  you  have  told  all  the  taxpayers 
you  have  come  into  contact  with,  who  have  applied  to 
j'ou  for  advice,  that  the  “ free  of  Income  Tax  ” is 
a misuse  of  words,  and  that  they  are  getting  a bigger 
dividend  in  reality  than  appears  on  the  form? — They 
are  getting  a dividend  which  is  a misrepresentation. 
As  I mentioned  a few  moments  ago,  if  they  reoeive 
£100,  “free  of  Income  Tax”  their  true  dividend 
is  £142  17s. 

23.620.  But  if  they  go  to  the  Revenue  they  get  it 
back? — They  do,  but  unfortunately  there  is  a large 
number  of  people  who  do  not  go.  to  the  Revenue  everj 
year. 

23.621.  Still,  to-day?— Still,  to-day. 

23.622.  I am  asking  you  what  evidence  you  have 
of  that? — My  general  knowledge  of  the  public  and 
what  I have  always  heard  from  my  colleagues,  and 
from  everybody  connected  with  Income  Tax.  The 
number  of  claims  to-day,  although  steadily  increas- 
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ing,  is  nothing  like  what  it  should  be  if  they  were 
all  aware  of  the  circumstanoes,  and  also  there  is  the 
invincible  diffidence  to  showing  their  private  affairs 
to  anybody,  even  if  they  are  going  to  get  money 
back  by  it. 

23.623.  The  diffidence  to  go  and  reclaim  6s.  in  the 

£P Yes,  it  still  exists,  and  it  is  most  astonishing. 

It  exists  to-day,  I am  firmly  convinced,  and  so  are 
my  colleagues. 

23.624.  I do  not  think  there  would  be  any  diffi- 
dence about  claiming  6s.  ? — In  one  section  of  the 
public  I think  it  does  still  exist.  1 sincerely  hope  it 
does  not,  because  I want  to  treat  the  public  honestly, 
but  at  the  same  time  I am  afraid  it  does. 

23.625.  You  know  that  on  dividend  warrants  issued 
by  most  companies,  there  appears  at  the  foot  of 
them,  words  to  the  effect  that  this  portion  of  the 
warrant  will  be  accepted  by  the  Inland  Revenue  as  a 
voucher  for  repayment  of  tax  ?-  -Absolutely ; it  is 
compulsory. 

23.626.  Does  not  that  at  once  put  a recipient  on 
inquiry  as  to  what  it  means? — You  would  say  there 
is  no  excuse  then. 

23.627.  Mrs.  Knowles-.  Perhaps  it  is  paid  into  a 
bank.  Most  of  theBe  things  are  paid  into  a bank. 

23.628.  Mr.  McLintock : The  point  is  that  with 
regard  to  every  warrant  which  is  issued  to-day,  even 
if  it  is  a dividend  paid  “ free  of  tax,”  the  com- 
panies do  issue  a voucher. 

23.629.  Mrs.  Knowles : But  if  the  banks  collect 
it  you  do  not  see  it. 

23.630.  Mr.  McLintock : If  the  banks  collect  it 
they  will  give  you  a notice  stating  on  the  face  of 
it  they  have  collected  a dividend  of  so  much,  and, 
as  a rule,  the  bank  agent,  if  he  collects  that,  sees 
that  he  recovers  the  tax  for  his  client? — To  some 
extent. 

23.631.  In  all  the  districts  in  Scotland  in  which 
you  have  been  Surveyor,  have  you  also  been  the 
Assessor  in  every  case? — The  valuation  Assessor — in 
every  one  except  my  first  one,  nearly  40  years  ago, 
Argyllshire. 

23.632.  Valuation  Assessor  carries  with  it  Inoome 
Tax  Surveyor? — Yes. 

23.633.  You  are  Assessor  and  Surveyor? — Until 
six  months  ago,  when  I retired. 

23.634.  Your  considered  opinion  is,  that  by  not 
having  a separate  Assessor  the  collection  of  the 
revenue  in  the  district  does  not  suffer?— It  is  a very 
great  deal  improved. 

23.635.  Then  you  could  not  have  derived  any 
benefit  at  all  from  the  local  knowledge  of  an  Assessor, 
say,  who  had  been  there  longer  than  you  had  been  as 
Surveyor  in  a district? — I do  not  think  so.  Of 
course,  it  is  to  a certain  extent  personal  as  to  the 
amount  of  acquaintance  you  get  with  your  district. 

23.636.  But  the  fact  remains  that  in  your  experi- 
ence you  have  always  been,  except  in  Argyllshire,  the 
Income  Tax  Assessor? — The  Income  Tax  Assessor  for 
the  district  in  which  I serve — no,  I must  withdraw 
that,  because  for  three  years  I was  in  Edinburgh, 
where,  of  course,  there  is  an  independent  Assessor. 
For  part  of  my  district  I was  Assessor,  but  not  for 
any  part  of  the  city  and  suburbs  of  Edinburgh. 

23.637.  The  purely  Assessor’s  work  was  done  as 

part  of  the  ordinary  routine  of  your  office? — That  is 
so.  . 

23.638.  I gather  from  the  counties  you  have  given 

us  you  have  been  in  more  or  less,  what  we  might 
term  country,  as  opposed  to  city  districts?  Yes.  Of 
course,  Fife  is  a big  mining  and  general  manufactur- 
ing district.  . . 

23.639.  And  your  opinion  of  General  Commissioners, 
I suppose,  is  drawn  from  your  experience?— Yes. 
I have  had  some  quaint  experiences.  I was  trained 
in  Edinburgh ; I was  in  Glasgow  for  a time  one  year, 
and  I was  back  in  Edinburgh  as  a Surveyor.  In 
Fife  you  have  a good  class  of  Commissioners. 

23.640.  This  discount  that  you  suggest ? 

— It  is  merely  a suggestion. 

23.641.  It  amounts  to  12  per  cent.,  does  it  not? — 
Well,  that  shows  that  my  arithmetic  is  very  deficient. 

23.642.  What  did  you  mean;  you  say  1 per  cent, 
per  month? — I was  thinking,  of  course,  about  getting 


the  payment  on  the  1st  January  instead  of  it  being 
held  up.  The  Scotch  used  to  pay  their  tax  wonder- 
fully ; latterly  they  do  not ; they  hold  up  as  long  as  they 
possibly  can.  I have  evidently  gone  wrong  in  that; 
arithmetic  is  not  my  strong  point.  I had  no  idea 
of  12  per  cent.  It  is  merely  a suggestion  that  if  you 
could  give  the  public  some  slight  inducement  to  pay 
up  quickly  it  would  be  of  great  advantage  all  round ; 
1 should  think  so  especially  in  England  from  what  I 
know  of  English  methods,  for  I have  been  in  England. 

23.643.  You  do  not  seriously  suggest  12  per  cent.  ? 
— No,  I withdraw  the  arithmetical  portion,  with 
apologies. 

23.644.  Your  point  is,  that  certain  people  wait 
until  they  get  the  third  notice  in  March  before  they 
pay,  at  least  that  is  so  in  Scotland,  anyhow? — They 
wait  a good  deal  longer;  they  wait  until  the  Sheriff 
Officer  calls  along  the  fishing  coast. 

23.645.  I say  they  wait  until  the  third  notice, 
the  one  that  gives  them  eight  days? — We  give  them 
24  hours’  notice  in  Scotland,  and  they  tear  it  up. 

23.646.  That  is  the  exception,  not  the  rule? — Along 
the  fishing  coast  it  is  the  rule,  because  they  always 
wait  for  the  Sheriff  Officer. 

23.647.  Have  you  ever  seen  a queue  outside  the 
tax  Collector’s  office  on  the  last  day  in  December  T 

• — Yes,  you  see  a mightly  one  in  Edinburgh  always — 
nowhere  else. 

23.648.  In  the  latter  days  of  December? — Yes. 

23.649.  Waiting  to  pay? — Waiting  to  pay  in  Edin- 
burgh. 

23.650.  You  say  that  only  applies  to  Scotland?— 
To  Edinburgh ; that  is  the  only  place  where  I have 
seen  it,  but  I have  seen  it  there-  often. 

23.651.  I see  in  your  last  paragraph  that  you  want 
also  to  put  the  accountant  in  gaol? — Yes,  I should 
very  much  like  to  put  some  of  them  there. 

23.652.  Mr.  May:  From  Scotland? — Well,  I am  not 
going  too  deeply  into  that 

23.653.  Mr.  McLintock  : You  have  evidently  had  an 

unfortunate  experience  in  your  districts? — Yes,  W'ith 
one  particular  class  of  accountants.  I do  not  say 
that  these  were  qualified  accountants,  of  course.  I 
.am  not  making  any  reflection  on  the  Society  of 
Accountants ; I am  referring  to  people  who  profess 
to  be  accountants.  ’ 

23,664.  You  mean  a turf  accountant  or  something 
like  that? — No.  I have  never  bad  any  transaction 
from  an  Income  Tax  point  of  view  with  them. 

23.655.  Still  you  will  agree  that  of  recent  years  it 
has  become  a much  more  common  practice  for  traders, 
even  in  the  country,  to  produce  accounts  in  support 
of  their  case? — Yes,  that  is  so.  We  do  our  utmost 
to  send  people  to  accountants. 

23,666.  I am  not  questioning  the  sending  of  them 
to  accountants.  YTou  are  finding  that  it  is  much 
more  common  to-day  even  in  these  districts  that  you 
have  been  in,  and  for  a long  period,  that  you  are 
getting  accounts  in  v.ery  much  more  frequently  than 
you  used  to  20  years  ago? — rYes,  that  is  the  whole 
system  in  the  last  20  years. 

23.657.  Your  point  is.  that  it  should  be  made  com- 
pulsory for  every  one  to  produce  accounts? — Yes. 

23.658.  Mr.  gynnott : With  regard  to  farmers’ 
profits,  you  cannot  seriously  suggest  that,  say,  far- 
mers under  £20  or  £30  valuation  should  be  compelled 
to  keep  accounts  ?— No,  it  would  apply  to  those  over 
£65. 

23.659.  In  oTder  to  test  whether  a man  comes 

over  the  limit  of  £130,  what  valuation  do^  you  take  ? 
—A  man  whose  rent  is  over  £65  to-day  is  liable  to 
Income  Tax.  , 

23.660.  But  what  would  be  your  lower  Limit?— 
Would  not  that  be  the  limit? 

23.661.  What  would  be  your  lower  limit  of  valua- 
tion ?— £66 ; start  with  that  as  long  as  the  exemption 
limit  remains  at  £130. 

23.662.  No,  wait  for  a.  moment.  Under  Schedule 
B it  is  130?— 1 That  is  £65  rental— twice  that. 

23.663.  Would  you  not  make  any  farmer  pay  under 
a valuation  of  £65?— He  does  not  have  to  pay  if  he 
is  a farmer  pure  and  simple.  Of  course,  the  £65 
is  the  present  statutory  limit;  that  means  £130. 

23.664.  No,  pardon  me,  the  limit  is  a limit  of 
income,  not  a limit  of  farmer’s  valuation? — Well,  in 
practice. 
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23.665.  Very  well,  I leave  that.  With  regard  to 
your  paragraphs  22  to  26,  profits  made  out  of 
thoroughbred  stock  and  people  keeping  breeding 
horses,  and  so  on,  do  you  suggest  that  they  are  not 
liable  now? — Certainly. 

23.666.  They  are  not  liable  at  all? — Not  at  all. 

23.667.  And  they  are  not  assessed? — They  are  hot 
assessed. 

23.668.  Will  you  give  us  the  reason  for  that;  is  it 
because  that  is  treated  as  capital  profit  or  in  the 
nature  of  capital? — No,  it  is  regarded  as  the  trading 
profit  of  a farmer,  covered  by  twice  the  assessment, 
because  this  stock  is  fed  on  the  farm  and  goes  from 
his  farm  to  these  sales. 

23.669.  Mr.  Walker  Clark : It  is  because  he  has 
the  option? — Of  course,  he  keeps  the  option  naturally. 
A man  who  is  making  £100,000  or  £70,000  a year  out 
of  stock  farms  is  not  going  to  pay  on  more  than 
£2,200  if  he  can  help  it. 

23.670.  Mr.  Synnott : You  say  that  in  Scotland  you 
have  your  Inspectors  of  Taxes.  Do  you  act  without 
local  Assessors  in  Scotland? — Where  the  Surveyor  of 
Taxes,  as  he  was  always  called,  is  appointed  under  the 
Scottish  Valuation  Act,  for  the  valuation  and  re- 
gistration and  making  up  of  the  roll  on  which  all 
property  is  taxed,  it  is  not  competent  to  appoint 
anyone  else  as  Income  Tax  Assessor,  and  also  it  is 
possible  for  the  Commissioners  to  exercise  an  option 
even  where  he  is  not,  if  they  choose  to  appoint  the 
Surveyor. 

23.671.  Then  you  have  the  same  system  as  in  Ire- 
land, no  Assessors  and  the  Surveyor  does  the  work  ? — 
I do  not  know  much  about  Ireland. 

23.672.  But  is  it  so? — It  is  so,  I believe,  but  I do 
not  know  much  about  it. 

23.673.  No  Assessors  and  the  Surveyor  does  the 
work? — Yes. 

23.674.  Can  you  tell  me  how  does  the  Surveyor, 
who  is  a fleeting  personage,  sometimes  get  that  local 
knowledge  to  ascertain  the  number  of  persons  who 
are  liable  to  be  assessed,  having  regard  to  death, 
change  of  occupation,  and  new  arrivals,  and  so  on? 
— First  of  all,  he  has  the  assessment  of  the  previous 
year ; then  when  the  valuation  roll  is  made  up  he  goes 
over  that,  and  he  notes  the  changes.  In  the  case 
of  a change  in  business  he  sends  to  the  successor  in 
the  business ; in  the  case  of  a new  business  started  he 
sends  a form  to  the  person  starting  the  new  business. 

23.675.  How  does  he  know  all  that? — From  the 
valuation  roll,  in  which  every  house  and  every  tene- 
ment is  entered,  and  the  owner  and  occupier. 

23.676.  That  is  Schedules  A and  B? — No.  We  take 
the  valuation  roll  for  the  purposes  of  Schedule  D, 
and  go  through  it  in  that  way.  We  take  all  the 
changes  and  the  new  people,  and  the  people  who  have 
come  to  occupy  a house  in  the  district  over  a certain 
rental,  and  they  are  scheduled.  It  is  a more  direct 
way  than  the  Assessor  would  have  of  arriving  at  it. 

23.677.  I only  want  to  get  information,  because  a 
very  big  business  may  be  done  in  very  small  premises? 
— Quite. 

23.678.  How  do  you  get  to  know  about  the  nature  of 
the  man’s  new  business? — It  may  take  time. 

23.679.  What  I want  to  get  at  is,  how  do  you  get 
that  with  a Surveyor  who  has,  I suppose,  nine  days 
out  of  ten  in  the  year  to  sit  in  his  office;  how  does 
he  get  the  local  knowledge  when  he  is  not  a peri- 
patetic gentleman  at  all;  he  has  to  stick  to  his  office? 
— He  acquires  outside  knowledge,  and  he  has  as  much 
knowledge  as  an  Assessor  would  have.  The  Assessor 
does  not  go  about  more  than  he  does.  The  Surveyor  is 
out  and  about;  he  lives  in  the  town  and  the  com- 
munity, and  he  is  in  close  touch  with  the  people. 

23.680.  To  go  to  another  matter,  with  regard  to  this 
deduction  of  tax  you  dropped  a phrase  about  it  being 
against  the  spirit  or  the  letter  of  the  Income  Tax  not 
to  express  on  the  dividend  warrant  the  amount  of  the 
tax  when  it  is  paid  “ free  of  tax.”  Could  you  tell  me 
what  section  in  the  Income  Tax  Acts  you  refer  to,  ex- 
cept the  general  one  requiring  deduction? — That  is 
the  section,  and  the  deduction  must  be  shown. 

23.681.  You  cannot  point  to  any  particular  section? 
—The  general  spirit  of  that  section  is  that  in  any  pay- 
ment, from  which  Income  Tax  is  retained,  the  deduc- 
tion must  bp  shown, 


23.682.  That  I know — I think  that  is  sufficiently 
broad  to  cover  my  point. 

23.683.  Is  it  quite  clear  that  in  the  dividend  warrant 
or  in  the  counterfoil  where  the  dividend  is  “ free  of 
tax  ” there  is  any  express  duty  on  the  company  to  put 
at  the  bottom  that  this  is  to  be  a warrant  of  the 
payment  of  tax.  That  is  a question  which  one  of  the 
gentlemen  put  to  you,  1 think. 

23.684.  Mr.  McLintock : I put  the  question,  but  I 
did  not  say  it  was  a duty ; I said  it  was  usually  found 
on  every  dividend  warrant? — That  is  so. 

23.685.  Mr.  Synnott:  But  it  would  not  show  what 
the  amount  was? — It  does  not  show  it. 

23.686.  Then  it  would  be  quite  useless. 

23.687.  Mr.  McLintock : I did  not  suggest  that  it 
showed  the  amount,  but  with  iegard  to  those  who  had 
not  the  knowledge  to  claim,  I said  they  were  put  on 
inquiry  by  having  a note  that  it  was  accepted  as  a 
voucher. 

23.688.  Mr.  Synnott : Do  you  not  think  that  would 
be  a very  remote  form  of  suggestion  to  a person  who 
wanted  to  claim,  to  find  a note  in  general  terms,  where 
the  amount  of  the  Income  Tax  was  not  expressed  at 
all? — Is  not  that  the  point  that  the  Income  Tax 
should  be  expressed. 

23.689.  Mr.  Sulley,  I am  with  you I thank  you. 

23.690.  In  paragraph  20,  why  do  you  want  two 
Schedules  only? — Because  I think  if  you  put  all  earn- 
ings into  one  Schedule,  any  form  of  earning,  apart 
from  property,  it  would  be  so  much  simpler  in  the 
working;  it  would  be  simpler  to  make  a return  and 
simpler  to  deal  with,  and  for  the  public  to  under- 
stand. I am  not  going  into  these  at  any  length, 
because  they  are  questions  of  policy.  I might  say  I 
have  heard  a very  strong  opinion  expressed  by  my 
colleagues  for  one  Schedule;  I can  never  see  that, 
because  property  is  so  different. 

23.691.  I want  to  know  why  you  have  two?— 
Because  they  are  different. 

23.692.  Really,  in  the  first  place,  the  individual 
taxed  in  very  many  cases  will  have  a combination  of 
property  earnings  and  profits  of  earnings? — Yes. 

23.693.  The  Income  Tax  Acts  do  not  contemplate  a 
tax  on  property  at  all,  do  they?  The  word  “ pro 
perty  ” does  not  occur  from  one  end  of  the  Income 
Tax  Acts  to  the  other,  does  it? — With  regard  to 
Schedule  A? 

23.694.  It  is  “ profits  and  gains,”  is  it  not? — 
“Arising  from  land  and  heritages.” 

23.695.  “Profits  and  gains”? — Yes,  you  are  quite 
right. 

23.696.  Is  not  that  the  whole  basis  of  the  Income 
Tax  Acts,  and  not  “ property  ”?— Well,  it  may  be 
that  the  basis  is  the  property,  the  rental,  of  course. 

23,697;  Is  the  basis  of  your  suggestion  a matter  of 
principle  or  a matter  of  convenience  or  of  administra- 
tion?— Administration  would  be  simpler  and  more 
direct,  that  is  so.  I am  not  pressing  these  sugges- 
tions : I only  indicate  them. 

23.698.  Mr.  Marks : On  your  paragraph  5,  it  would 
be  a convenience  if  the  tax  year  ended  on  the  31st 
March  ? — Yes. 

23.699.  Do  you  think  there  would  be  any  additional 
convenience,  at  any  rate,  for  the  taxpayer  if  the  tax 
year  were  made  co-extensive  with  the  calendar  year, 
the  first  of  January  to  the  31st  December? — No. 

23, /00.  Considering  that  the  majority  of  business, 
and  certainly,  I think,  most  people  individually  regard 
that  as  their  financial  year? — I certainly  think  the 
31st  December  would  be  the  best,  but  I would  not  sug- 
gest that,  because  of  the  great  dislocation  that  would 
happen  in  the  first  year. 

23.701.  Mr.  Walker  Clark:  It  has  been  suggested 
to  the  Commission  that  there  should  be  a general 
information  officer  to  give  these  particulars,  such  as 
you  indicate;  would  you  agree  with  that? — Yes. 
certainly. 

23.702.  Would  you  agree  that  the  Surveyor,  o’ 
some  person  in  the  Surveyor’s  office,  should  have  it 
as  his  duty  to  give  information  as  to  the  method  of 
filling  up  forms  and  that  sort  of  thing?- — The  difficulty 
would  lie,  that  you  would  get  a clerk  doing  that, 
because  you  could  not  pay  anybody  bigger  who  would 
be  able  to  give  information  gboqt  filling  up  forms. 
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but  almost  on  the  instant  would  com©  some  technical 
question. 

23  703.  H©  would  ref©r  to  his  superior  officer? — 
Then  of  course,  the  Surveyor’s  time  is  taken  up, 
and  there  would  be  no  hope  for  the  Surveyor. 

23  704.  You  would  not  favour  that  so  much? — Not 
as  a practical  thing. 

23.705.  You  have  not  dealt  with  this  in  your 
evidence  at  all,  but  from  your  wide  experience  do  you 
think  the  present  exemption  limit  is  an  appropriate 
one? No,  not  with  the  present  price  of  living. 

23  706.  You  think  it  ought  to  be  raised? — Yes. 

23.707.  Sir  E.  Nott-Bower : Mr.  Synnott  asked  you 
just  now  whether  the  Income  Tax  was  imposed  ou 
anything  but  profits  or  gains;  does  not  the  word 
“ property  ” occur  in  the  Income  Tax  Acts? — 
Schedule  A is  on  the  profits  or  gains  arising  from 
lands  and  heritages. 

23.708.  Is  it  not  the  case  that  the  section  which 
imposes  the  charge  of  Income  Tax  imposes  it  in 
respect  of  all  property,  profits,  or  gains  described  or 
comprised  in  the  Schedules  A,  B,  C,  D,  and  E;  pro- 
perty is  mentioned? — Property  is  mentioned.  Mr. 
Synnott  told  me  positively  it  did  not  appear,  so  I 
accepted  that. 

23  709.  Mr.  Synnott:  Sir  Edmund  Nott-Bower  ha3 


very  rightly  called  my  attention  to  the  fact  that  the 
word  “ property  ” does  occur  in  the  Income  Tax  Acts. 
I am  afraid  I cannot  withdraw  my  suggestion,  which 
was  this,  that  the  whole  of  the  Income  Tax  Act- is  a 
duty  on  profits,  and  it  is  no  more  a tax  on  property 
than  it  is  a tax  on  professions,  trades  and  offices. 
Those  are  only  the  heads  of  the  Schedules.  I see 
that  the  Consolidation  Act  is  really  only  a consolida- 
tion of  the  sections;  it  does  not  give  the  charging 
section.  The  charging  section  is  given  in  the  Act  of 
1842,  the  original  Act,  which  is  an  Act  for  granting 
to  Her  Majesty  duties  on  profits  arising  from  pro- 
perty, professions,  trades  and  offices,  and  therefore 
it  is  a tax  on  profits.  The  reason  I say  this  is,  it 
is  so  very  important  that  it  should  be  clearly  known, 
and  it  is  not  generally  known  that  we  have  nothing 
to  do  except  with  profits  and  gains.  On  page  37  of 
Dowell’s  book  he  quotes  both  Lord  Macnaghten  and 
Lord  Davey,  who  are  acknowledged  authorities:  “In- 
come Tax  is  a tax  on  income.  ...  In  every  case 
it  is  a tax  on  income  whatever  may  be  the  standard  by 
which  the  income  is  measured,”  and  Lord  Davey 
says:  “ The  Income  Tax  is  intended  to  he  a tax  on 
a person’s  income  or  annual  profits,  and  although 
it  is  imposed  in  respect  of  the  annual  value  of  land, 
that  arrangement  is  but  the  means  or  machinery 
devised  by  the  Legislature  for  getting  at  the  profits.” 
That  is  what  I meant. 


Mr.  John  Stewart,  on  behalf  of  the  National  Farmers’  Union  of  Scotland,  called  and  examined  : — 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Precis  of  evidence  to  be  given  on  behalf  of  the 
National  Farmers’  Union  of  Scotland  by  John 
Stewart,  solicitor,  Dunblane,  secretary  and  trea- 
surer to  West  Perthshire  Area  Executive  of  the 
Union. 

23.710.  The  question  of  the  Income  Tax  has  on 
various  occasions  been  considered  by  the  Union.  For 
years  farmers  were  taxed  in  respect  of  the  farm  profits 
on  one-third  of  their  rents  while  they  had  the  alterna- 
tive of  submitting  a balance  sheet.  During  the  course 
of  the  war  this  was  altered  and  the  farm  profits  were 
taken  at  a year’s  rent  of  the  farm  with  the  alternative 
of  submitting  a balance  sheet.  Later  on  this  was 
again  altered,  and  the  farmers’  profits  in  respect  of 
the  farms  were  taken  as  equivalent  to  two  years’ 
rental,  with  the  alternative  as  before. 

23.711.  Many  farmers  are  for  the  first  time  being 
assessed  on  their  profits  as  appearing  in  their  profit 
and  loss  accounts  and  balance  sheets,  and  as  there  is 
a great  probability  that  fanners  will  in  increasing 
numbers  submit  accounts  to  the  Assessor,  they  call  for 
more  effective  representation  on  the  district  courts  of 
Commissioners  of  appeal. 

23.712.  These  courts  are  at  present  not  popularly 
elected,  and  it  is  feared  that  members  are  being  ap- 
pointed in  rather  a slip-shod  method.  The  dates  of 
election  have  not  been  made  known  generally,  and  in 
many  cases  members  have  been  elected  and  appointed 
to  the  court  without  any  special  fitness  for  the  posi- 
tion. The  Union  therefore  calls  for  a more  popular 
appointment  of  these  courts.  As  it  stands  in  some 
agricultural  districts  the  oourt  is  composed  of  mer- 
chants, etc.,  who  have  no  knowledge  of  agriculture, 
and  farmers  have  been  seriously  prejudiced  through 
the  ignorance  of  such  men  in  dealing  with  agricul- 
tural accounts. 

23.713.  It  is  submitted  that  if  these  district  courts 
are  to  be  continued  the  agricultural  community 
should  have  an  opportunity  of  being  directly  repre- 
sented, as  agricultural  accounts  are  admittedly  the 
most  difficult  accounts  with  which  the  ordinary  Dis- 
trict Commissioners  have  to  deal.  It  is  therefore 
considered  that  there  is  urgent  need  for  radically 
reforming  the  constitution  of  the  present  courts  of 
Commissioners,  particularly  in  rural  districts,  where 
frequently  the  public  have  not  the  requisite  knowledge 
and  power  to  make  alterations  which  are  called  for 
in  the  public  interest. 


23.714.  At  a meeting  of  the  central  executive  com- 
mittee of  the  Union,  held  on  15th  October,  1918,  it 
was  resolved  that  the  present  courts  of  appeal  Com- 
missioners be  abolished  and  that  new  courts  be  con- 
stituted by  election  by  the  County  Council.  Further, 
that  each  County  Council  at  the  beginning  of  their 
period  of  office  should  make  a new  election  of  Com- 
missioners; that  this  number  should  be  restricted  to 
the  number  actually  required,  and  that  casual 
vacancies  should  be  filled  up  from  time  to  time  by 
the  County  Council.  It  is  thought  that  by  this 
means  an  opportunity  will  be  given  to  agriculturists 
to  have  representation  on  the  district  courts. 

23.715.  The  Union  further  considers  that  an  altera- 
tion should  be  made  in  the  case  of  Clerks  to  Income 
Tax  appeal  Commissioners.  These  come  into  very 
intimate  relationship  with  the  Surveyor  of  Taxes,  and 
indeed  in  many  cases  the  Surveyor  of  Taxes  is  in- 
debted to  them  for  his  information.  It  is  therefore 
of  primary  importance  that  these  should  be  entirely 
neutral  and  unprejudiced  and  unconnected  with  local 
affairs.  The  farmers  in  the  Union  strongly  object  to 
the  Clerk  to  the  Income  Tax  Commissioners  holding 
the  position  of  factor  or  vice  versa.  They  urge  that, 
in  a matter  affecting  their  private  interests  so  much, 
it  is  unfaii-  to  ask  them  to  submit  accounts  to  a dis- 
trict court  where  the  clerk  of  that  court  is  the  factor 
and  the  party  to  whom  they  pay  their  rents.  A mere 
statement  of  this  shows  the  absurdity  of  the  position. 

23.716.  They  submit,  too,  that  in  the  case  of  Clerks 
to  Income  Tax  courts  restrictions  should  be  put  upon 
the  terms  of  their  appointment.  In  the  case  of  most 
public  officials  now  who  are  clerks  to  public  bodies 
these  are  precluded  from  acting  before  their  own 
courts,  and  it  is  unreasonable  that  a Clerk  to  a dis- 
trict Income  Tax  appeal  court  should  be  acting  for 
private  clients  prior  to  the  court  in  attempting  to 
adjust  questions  of  Income  Tax  with  the  Surveyor. 
Such  a Clerk,  to  whom  the  Surveyor  is  indebted  for 
much  of  his  information,  must  be  in  the  confidence 
of  the  Surveyor,  and  might  thus  be  in  a position  to 
secure  concessions  which  the  ordinary  agent  aoting 
for  his  clients  could  not  get. 

23.717.  The  Union  further  strongly  represent  to 
the  Commission  that,  in  view  of  the  prohibitive 
expense  of  appeals  to  the  Courts  of  law  under  the 
present  system,  provision  should  be  made  that  in  all 
cases  where  the  amount  of  income  for  assessment  does 
not  exceed  £2,500  an  appeal  should  lie  in  the  first 
instance  to  the  Sheriff  Principal  of  the  County. 
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Further,  that  in  the  event  of  the  assessed  appellant 
being  successful  before  the  Sheriff  Principal  and  of 
the  Crown  taking  the  case  further,  i.e.,  to  the  Court 
of  Session  and  the  House  of  Lords,  it  should  be  pro- 
vided that  the  assessed  appellant  should  not  be  found 
liable  for  costs  in  the  Court  of  Session  or  the  House 
of  Lords  in  the  event  of  his  not  appearing  in  these 
Courts  to  oppose  the  Crown.  The  Commissioners  are 
respectfully  asked  to  give  their  favourable  considera- 
tion to  these  points. 

[ This  concludes  the  evidcnce-in-chief .] 


23.718.  Chairman : Is  the  organisation  that  you 
represent  a large  one?— Yes.  Most  of  the  farmers 
in  Scotland  are  members  of  this  Union  now,  though 
there  is  a large  number  who  are  not  members. 

23.719.  You  are  their  representative? — I am 
representing  the  Union  here  to-day. 

23.720.  Mr.  Walker  Clark : Are  they  large  farmers 
or  small  ones? — All  kinds  of  farmers. 

23.721.  Chairman : We  will  just  ask  you  some 
questions  on  your  paper  which,  I am  glad  to  see,  is 
commendably  short. 

23.722.  Mr.  Pretyman : Your  paper  is  mainly,  in 
fact  almost  entirely,  on  the  question  of  the  machinery 
of  assessment,  is  it  not? — That  is  so. 

23, /23.  Not  on  the  question  of  the  fairness  of  the 
Schedules,  and  so  on? — I quite  agree. 

23,724.  You  suggest  that  the  Commissioners  should 
be  elected  by  a county  council? — Yes. 


23.725.  They  are  a judicial  body,  are  they  not? — 
The  county  council? 

23.726.  No,  the  Commissioners  ? — The  Commis- 
sioners are  a judicial  body. 

23.727.  Is  it  not  rather  contrary  to  our  practice  and 
principle  in  this  country,  that  a judicial  body  should 
be  popularly  elected,  or  appointed  by  a popularly 
elected  body?— Well,  the  idea  was  to  make  as  little 
alteration  as  possible  in  the  present  system  to  bring 
it  into  line  with  modern  day  requirements.  If  I may 
cite  the  example  of  the  military  tribunals,  which 
worked  well  over  the  country,  these  were  largely 
elected  or  appointed  through  the  county  councils, 
and  we  found  that  they  worked  very  satisfactorily 
in  the  rural  districts  in  Scotland.  They  were  in  a 
way  a judicial  body,  and  I think  if  something 
analogous  to  that  were  adopted  here  it  would  be 
much  better  than  the  present  system. 

23, /28.  I do  not  know  if  you  are  aware,  but  in 
the  evidence  we  have  had  put  to  us  very  strongly 
that  these  Local  Commissioners  are  not  necessary  at 
all,  and  that  the  Surveyor  of  Taxes  could  do  the  work 
quite  well  without  their  assistance  ?— The  Union  does 
not  aeree-  It  thinks  it  very  important  that  there 
should  be  a body  of  local  men  interposed  between 
the  Surveyor  of  Taxes  and  the  taxpayer. 

23, /29.  That  is  a point  which  has  been  very  much 
pressed  upon  us  by  many  witnesses,  that  the  real 
decision  and  the  whole  machinery  should  really  be 
dealt  with  by  the  Surveyor  of  Taxes? — The  Farmers’ 
Union  do  not  agree  with  that. 

23,730.  Have  you  ever  heard  any  complaints  from 
taxpayers  that  Local  Commissioners  in  their  assess- 
ments  are  unduly  fayourahle  to  their  own  particular 
class  of  farms?— I have  heard  that  mentioned,  but 
r "f  “grea  with  that  °Pilli<m'  I"  my  own  practice 
' think  the  Local  Commissioners  huve  acted  fairly 
as  between  both  parties  hitherto. 

23  731.  Of  course,  when  you  come  to  compare  the 
questions  that  come  before  them  with  the  questions 
liil'ha*«e  m'.lltiry  ‘‘ihnnals  had  to  decide,  it  is  a 
little  different,  I think?— I quite  agree;  there  is  a 
gieat  difference. 

23,732.  You  want  a certain  amount  of  legal  train- 
ing possibly  in  the  matter  of  assessment  of  taxes  - it 
is  a very  complicated  and  difficult  question  P— ' They 
are  largely  guided  by  the  Clerk  or  the  Assessor  who 
sits  along  with  them,  and  I think  in  the  way  of 
legal  assistance  that  is  quite  sufficient. 


23,733.  You  think  that  the  knowledge  of  a particu- 
lar trade  is  advantageous  to  them  ? — I think  it  would 
be,  particularly  in  the  rural  districts. 

23; 734.  As  to  the  Clerks  to  the  Commissioners,  you 
suggest  that  their  functions  should  not  be  confused 
either  with  their  other  activities  or  those  of  their 
clients;  how  would  you  arrive  at  that  in  a country 
district? — I do  not  quite  follow  your  question. 

23.735.  Would  you  have  a Clerk  from  a neighbour- 
ing town  acting  as  legal  adviser  to  the  Commissioners  ? 
—No,  not  necessarily.  I think  they  should  appoint  a 
Clerk  in  a regular  way,  possibly  a local  solicitor  who 
should  act  as  Clerk  and  Assessor  to  the  Court 
Possibly,  it  would  need  to  be  that  the  districts  were 
somewhat  enlarged.  For  instance,  in  Perthshire 
there  are  no  less  than  eight  districts.  I submit  that 
in  a county  like  Perth,  if  those  were  reduced  to,  say, 
two  it  would  be  quite  sufficient. 

23.736.  I see  your  point.  When  you  say  the  factor 
the  factor  in  Scotland  is  what  we  call  in  England 
an  estate  agent? — Yes. 

23.737.  And  a factor  who  has  a good  deal  to  do  as 

agent  with  the  tenants ? ought  not  to  sit  in 

judgment  on  their  accounts. 

23.738.  I quite  think  so.  Is  that  common?— It  is 
occasionally  the  case ; in  several  cases  I know  it  is  so. 

23.739.  You  know  of  several  cases  where  the  Clerk 

to  the  Commissioners  is  also  factor  to  an  estate? Yes. 

23.740.  Does  not  that  arise  owing  to  the  very 
different  practice  in  Scotland  from  England?  It  is 
a very  rare  thing  in  England  for  a local  solicitor  to 
be  factor;  it  is  practically  unknown;  but  in  Scotland 
it  is  the  general  practice?— It  is  very  often  the  case 
that  a local  solicitor  is  factor  or  estate  agent  for  the 
neighbouring  proprietor. 

23.741.  That  is  how  it  arises? — That  may  be  the 
cause  of  the  distinction. 

23.742.  It  arises  in  Scotland  because  the  local 
solicitor  is  commonly  a factor? — Yes. 

23.743.  Whereas  in  England  you  may  take  it  from 
me  that  is  not  so  ? — Quite  so. 

23.744.  As  the  local  solicitor  is  a class  from  which 
the  Clerk  is  drawn  it  does  naturally  follow  that  in 
many  cases  he  would  occupy  the  same  function?— 
Quite  so. 

23.745.  Take  a county  town  in  Scotland  such  as 
Inverness  or  even  Aberdeen.  Out  of  the  reputable 
firms  of  solicitors  (they  are  not  called  solicitors,  I 
fancy,  in  Scotland,  but  what  I call  solicitors)  would 
there  be  any  considerable  proportion  of  them  who 
were  not  acting  as  factors  ?— Yes,  there  would  be  a 
very  considerable  number. 

23.746.  You  would  get  plenty  of  choice?— You  would 
get  plenty  of  choice. 

23.747.  Even  if  you  barred  factors  ?— Yes,  quite  so. 

23.748.  Then  you  suggest  that  there  should  be  a 
further  appeal  to  the  Sheriff  Principal  of  the  county; 
that  is  really  introducing  another  stage  in  the  right 
of  appeal?  Exactly,  but  I think  in  the  end  it  might 
save  trouble,  because  it  would  save  an  appeal  to  the 
higher  Courts,  if  the  matter  were  decided  by  the 
Sheriff. 

23.749.  Do  you  think  people  are  always  satisfied 
with  anything  less  than  the  highest  decision  they 
can  obtain? — I would  possibly  be  inclined  to  put  a 
certain  limit  on  the  figure  beyond  which  they  could 
not  appeal  past  the  Sheriff. 

23,750-  Can  you  give  us  any  idea  of  the  number 
of  appeals  there  are  now  made  to  the  higher  Court? — 

I could  not  say. 

23.751.  Mr.  McLintock-.  The  Sheriff  in  Scotland  is 
ex  officio  a Commissioner  himself,  so  you  could  not 
very  well  have  appeals  to  him. 

23.752.  Mr.  Pretyman : Perhaps  you  would  kindly 
put  that  to  the  witness. 

( 23,753.  Mr.  McLintock : You  are  aware  that  the 
Sheriff  is  ex  officio  a Commissioner? — Yes,  I under- 
stand so. 

23,754.  And  does  on  odd  occasions  sit? — I was  not 
.aware  of  that.  Under  the  suggested  scheme  of  Com- 
missioners he  would  not  be  an  ex-officio  member. 
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23  755.  You  would  take  him  away  from  that? — I 
would  take  him  away  from  that. 

23  756.  You  are  aware  that  he  is  one  just  now? — 
I am  aware  that  he  is  one  just  now,  but  in  my  own 
practice  I have  not  known  of  the  Sheriff  sitting. 

23  757.  Sir  E.  Noti-Bower : With  regard  to  the 
point  about  the  appeal  to  the  Sheriff  Principal,  of 
course  the  same  object  would  be  attained,  would  it 
not  if  a rule  were  laid  down  that  when  an  appellant 
got  a decision  of  the  Commissioners  on  a point  of 
principle,  and  the  Inland  Revenue  or  the  Crown 
wanted  to  take  the  case  to  the  Court,  the  appellant 
might  be  allowed  to  go  free  of  cost? — Yes,  quite. 
As  long  as  he  was  absolved  from  paying  any  part  of 
the  cost,  an  appeal  would  not  have  the  existing 
terrors  for  the  taxpayer. 

23  758.  Because  a decision  on  an  individual  small 
case  may  very  often  involve  a principle? — Quite  so. 

23.759.  Which  the  Department  might  think  it  neces- 
sary to  have  settled? — Quite  so. 

23.760.  Sir  W.  Trower : It  has  been  suggested  to 
us  with  regard  to  the  appointment  of  the  Commis- 
sioners that  one-third  should  be  appointed  by  the 
Crown  from  lists  supplied  by  Lords  Lieutenant  of 
counties,  one-third  by  the  magistrates  meeting  at 
Quarter  Sessions,  and  one-third  by  the  local  authority, 
that  is,  county  councils,  and  the  larger  city  and 
borough  councils.  Do  you  not  think  that  would  be 
preferable  to  their  being  appointed  entirely  by  the 
county  councils? — Would  that  be  a permanent  body? 
Do  you  mean  that  would  sit  as  a permanent  body  or 
be  elected  every  year? 

23.761.  A permanent  body,  I understand.  It 
would  have  the  advantage  of  necessarily  introducing 
skilled  people? — Yes. 

23.762.  My  question  to  you  is,  do  you  not  think 
that  that  would  be  a better  system  than  appointing 
them  entirely  as  you  suggested,  by  the  local  county 
council? — I think  I would  prefer  the  election  by  the 
members  of  the  county  council.  They  are  possibly 
more  in  touch  with  local  opinion  and  have  more  local 
knowledge  than  the  Court  suggested. 

23.763.  Chairman  : It  is  the  judicial  position  that 
Sir  Walter  wants  to  put  to  you? — I agree  that,  at 
any  rate,  it  would  be  an  improvement  on  the  existing 
system. 

23.764.  Sir  W.  Trower:  You  see  that  it  is  locally 
selected.  It  is  one-third  by  the  Crown  from  lists 
supplied  by  Lords  Lieutenant  of  the  counties?- — 
Would  those  members  be  resident  in  the  county? 

23.765.  They  would  be  local  people? — Yes. 

23.766.  Then  the  next  is  one-third  by  the  magis- 
trates meeting  at  Quarter  Sessions;  again  that  would 
be  local? — Yes. 

23.767.  And  one-third  by  the  local  authority,  so 
that  you  would  get  a popular  election  with  due  regard 
to  skill  and  local  knowledge? — Yes. 

23.768.  Do  you  not  think  that  that  would  be  a 
better  system  ? — Speaking  without  having  hitherto 
considered  that,  I think  that  is  quite  a good  sugges- 
tion. 

23.769.  It  is  quite  possible? — Yes,  I think  so. 

23.770.  Mr.  Walker  Clark : The  Clerk  to  the  Com- 
missioners, you  suggest,  should  be  a solicitor? — Yes, 
if  the  Court  is  composed  of  laymen. 

23.771.  Would  you  suggest  that  he  should  be  a 
full-time  officer? — No,  not  necessarily.  If  I may  he 
allowed  to  enlarge  my  answer  to  that  question,  I 
would  suggest  that  as  in  the  Licensing  (Scotland) 
Act,  1903,  section  106,  there  ought  to  be  in  any  new 
proposal,  a section  somewhat  like  this:  “ No  solicitor 
or  other  person  being  a clerk  to  a licensing  court 
or  a court  of  appeal,  and  no  procurator  fiscal  or  other 
person  entrusted  with  the  prosecution  of  offences 
against  this  Act,  shall,  by  himself,  his  partner  or 
clerk  as  solicitor  or  agent  for  any  person,  conduct 
or  act  in  any  application  for  or  in  respect  of  a 
certificate,  or  any  other  proceedings  whatsoever  under 
this  Act,  &c. , &c.”  I suggest  that  similar  wording 
to  that  should  be  inserted  in  any  new  Act  or  Regula- 
tion regulating  Income  Tax  procedure, 


23.772.  Excuse  my  asking  you  a personal  question, 
are  you  an  accountant? — No,  a solicitor. 

23.773.  Have  you  had  a wide  experience  of  Income 
Tax  matters  in  different  areas  in  Scotland? — No,  just 
in  my  own  area  in  Perthshire;  I have  had  a little 
outside,  but  not  a wide  experience. 

23.774.  Do  you  regard,  both  personally  and  on  be- 
half of  the  farmers,  Local  Commissioners  as  important 
and  necessary? — We  do. 

23.775.  Mr.  McLintock : Your  main  reason  for  call- 
ing for  a change  in  the  Commissioners  is  owing  to 
their  inability  to  understand  accounts? — Yes. 

23.776.  Agricultural  accounts? — If  I may  say  so, 
the  Commissioners  in  sitting,  of  course,  only  see  one 
or  two  accounts  in  the  year,  and  naturally  they  have 
very  little  experience  of  Income  Tax  matters,  and 
they  are  largely  dependent  on  the  officials  of  the 
Court,  that  is,  on  the  Surveyor  of  Taxes  and  the 
Clerk. 

23.777.  I would  have  thought  that  the  increasing 
tendency  to  submit  accounts  was  lessening  appeals, 
because  as  a rule  when  you  submit  accounts  there 
is  not  much  difficulty  in  settling  the  liability  with 
the  Surveyor? — My  answer  to  that  is,  that  as  the 
farmers  have  hitherto  paid  on  the  rental  there  has 
been  no  question  of,  or  room,  for  appeal,  Nowadays 
they  are  submitting  accounts  in  increasing  numbers, 
and  there  is  a larger  number  of  appeals  to  the  local 
Court  than  there  was  previously. 

23.778.  The  point  I wish  to  put  to  you  is  this, 
that  as  the  tendency  to  submit  accounts  increases  so 
will  the  appeals  decrease,  because  the  Surveyor  and 
the  taxpayer  as  a rule,  if  accounts  are  submitted, 
settle  the  liability  and  they  never  need  to  go  to  the 
Commissioners?: — I am  afraid  it  would  be  that  the 
larger  the  number  of  accounts  that  are  submitted, 
the  larger  the  number  of  disputes  there  will  be  re- 
garding proper  assessment,  and  therefore  the  larger 
the  number  of  cases  in  which  it  will  be  necessary 
for  the  Court  to  intervene. 

23.779.  Then  you  differ  from  other  trades  entirely, 
where  there  are  practically  few  appeals  where 
accounts  are  submitted,  because  the  Surveyor  and  the 
taxpayer  can  usually  agree  the  liability  between 
them  ? — Possibly  the  reason  of  that  is  that  the 
farmers  have  been  treated  exceptionally  in  paying 
on  their  rent. 

23.780.  You  mean  there  is  a difference  of  opinion 
between  the  Surveyor  and  the  taxpayer  as  to  the 
accuracy  of  the  accounts? — Yes,  that  is  what  I mean. 

23.781.  Mr.  Kerly : Are  you  suggesting  that  the 
local  Court  you  propose  to  set  up  shall  take  over  all 
the  work  of  the  Commissioners,  or  only  hear  appeals? 
—I  am  suggesting  that  the  present  Commissioners 
are  to  be  replaced  by  a body  appointed  by  the  county 
council. 

23.782.  Is  that  body  nominally  to  make  the  assess- 
ments?— Their  principal  duty  would  be  to  act  as  a 
court  of  appeal  between  the  Assessor  and  the  tax- 
payer. 

23.783.  Put  that  aside  for  the  moment:  are  they 
to  have  any  function  in  making  the  assessment  itself? 
— No.  I would  be  inclined  to  leave  that  entirely  to 
the  Surveyor,  and  if  the  taxpayer  and  the  Surveyor 
call  agree,  that  is  an  end  to  the  matter. 

23.784.  Then  it  would  be  merely  a court  of  appeal? 
— It  would  be  merely  a court  of  appeal. 

23.785.  For  what  period  do  you  suggest  the  mem- 
bers should  be  appointed? — Any  time  there  is  an 
election  of  a new  county  council — every  three  years, 
L suggest.  It  should  be  at  the  same  time. 

23.786.  One-third  of  the  county  council  is  replaced 
every  three  years  ? — No,  it  is  the  whole  county 
council  in  Scotland. 

23  787.  Very  well,  do  you  propose  that  this  new 
court  should  be  re-elected  every  three  years  along 
with  the  county  council  ?— Yes.  I suggest  that  the 
county  council  at  their  first  meeting  should  elect  a 
sufficient  number  to  act  as  Commissioners. 

23.788.  In  fact,  it  should  be  a.  committee  of  the 
county  council  ?— Quite ; that  is  what  I suggest. 

23.789.  Do  you  think  that  would  be  a satisfactory 
judicial  body'?— I think  so,  but  I would  go  further 
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than  that  even,  and  suggest  that  if  they  knew  of  any 
person  specially  qualified  in  the  district  they  would 
he  entitled  to  nominate  him. 

23.790.  It  might  become  quite  an  important  matter 
in  the  election  of  the  county  councils — “ Put  the 
farmers’  assessments  up,”  or  “ Put  the  farmers’ 
assessments  down;  ” is  it  not  obvious  that  that  is 
the  sort  of  trouble  you  might  be  landed  in? — Well, 
it  might  come  to  be,  but  I can  hardly  anticipate  that. 

23.791.  Who  is  to  appoint  the  Clerk,  the  new  court? 
— Yes,  the  court  themselves. 

23.792.  What  is  his  tenure  of  office  to  be? — I should 
make  it  a permanent  appointment. 

23,/ 93.  So  that  when  there  is  a new  county  council 
and  a new  court  they  have  got  to  be  saddled  with 
the  old  Clerk? — Yes.  That  is  quite  the  case  with  a 


number  of  public  bodies  in  Scotland  at  the  present 
time.  Take  a town  clerk,  for  instance;  he  holds  office 
even  although  the  town  council  go  out  of  office  and 
the  new  county  council  at  the  beginning  of  their 
office  do  not  re-appoint  the  county  clerk. 

23.794.  Your  proposal  with  regard  to  the  Clerk  is 
that  factors  should  be  barred,  and  that  the  Clerk 
should  not  be  allowed  to  act  in  Income  Tax  matters? 
— Quite  so. 

23.795.  One  word  about  costs.  Do  you  agree  that  it 
would  be  a fair  thing  that  where  the  Inland  Revenue 
chooses  to  appeal  the  respondent  should  be  under  no 
liability  to  pay  costs? — I think  that  would  be  fair  in 
at  least  the  smaller  cases. 

23.796.  Mr.  Kerly : I will  go  further  than  that;  I 
think  it  would  be  fair  in  all  cases. 


Me.  Athol  Campbell  and  Mr.  W.  Leonard  Staines,  on  behalf  of  the  Central  Association  of  Accountants, 

called  and  examined. 


The  witnesses  handed  in  the  following  statement  as 
their  evidence-in-chief : — 

Additional  Commissioners. 

23,797.  (1)  As  the  Surveyor  of  Taxes,  to  all  intents 
and  purposes,  now  makes  the  assessments,  except  in 
the  few  cases  where  no  leturns  are  made,  we  are  of 
opinion  that  Additional  Commissioners  should  be 
dispensed  with,  and  all  assessments  made  by  the  Sur- 
veyor  of  Taxes.  At  present,  where  no  returns  are 
made,  or  where  the  Additional  Commissioners  consider 
the  return  is  less  than  the  assessable  income,  it 
appears  that  they  use  local  knowledge  in  order  to 
assess.  This  local  knowledge  can  only  result  in  a 
haphazard  assessment,  and  in  raising  "the  enormous 
revenue  that  is  now  required,  this  method  of  assess- 
ment should  be  discarded,  as  it  gives  a large  scope 
for  evasion  of  tax.  Evaders  may  purposelv  make  no 
return  so  that  if  the  assessment  is  below  "the  assess- 
able income  they  pay  on  an  insufficient  amount,  while, 
on  the  other  hand,  if  the  assessment  is  more  than 
the  assessable  income,  they  appeal  and  produce  the 
necessary  statements.  The  Revenue  is  out  to  lose  in 
either  case.  Further,  we  consider  that  local  knowledge 
cannot  possibly  be  used  to  any  extent  in  large  towns. 

From  the  taxpayer’s  point  of  view  it  is  undesirable 
that  the  returns  of  total  income,  and  possiblv  the 
financial  standing  of  taxpayers  should  be  accessible 
to  Local  Commissioners,  some  of  whom  may  be  in  the 
same  class  of  business.  If  the  suggested  course  were 
adopted,  there  would  be  no  necessity  for  “ letter  ” 
assessments,  and  the  saving  of  time  in  registration, 
etc,,  must  necessarily  result  in  economv. 

23,793.  We  suggest  that  the  present  unofficial 
character  of  the  tribunal  appointed  to  deal  with 
appeals  should  be  maintained  but  the  Local  Com- 
missioners should  not  have  permanent  possesion 
of  the  papers,  documents  and  accounts  which 
have  been  submitted  by  appellants  on  appeal.  These 
papers  and  documents  at  the  present  time  are 
the  property  of  the  Local  Commissioners,  and 
they  and  their  Clerks  have  access  to  them  as  and 
when  they  choose.  In  view  of  the  fact  that  Local 
Commissioners  are  often  people  engaged  in  business, 
and  them  Clerk  is  only  a part-time  official  and 
usually  carries  on  a private  practice  as  a solicitor, 

1Si Jindeslrable  that  such  documents  and  accounts 
should  (except  for  the  purpose  of  the  appeal)  be 
either  in  the  possession  of.  or  open  to  inspection  bv 
rW  n Commissioners  or  their  Clerks.  We  suggest 
Tn?-jnH  paCh  dwumfntSfhould  be  the  propertv  of  the 
^dltovenueand,  the  appeal  to  which  they 
* , a.®  ,bee°  disposed  of,  accessible  only  to  perman- 
ent officials  of  that  Department. 


i General  Commissioners. 

23.799.  (2)  We  consider  that  as  an  appellate  body 
these  Commissioners  are  not  strong,  but  we  propose 
that  in  any  amendment  of  their  constitution,  their 
non-official  character  should  be  maintained.  We 
also  suggest  that  the  right  of  appeal  to  the  Special 
Commissioners  should  be  preserved  to  the  taxpayer 


It  is  often  stated  that  Local  Commissioners  are  more 
competent  to  deal  with  questions  of  fact,  but  we  do 
not  agree  with  that  view,  as  we  cannot  conceive  that  a 
trained  body  of  men,  well  guided,  would  be  unable  to 
weigh  up  the  evidence  and  give  an  equitable  decision 
on  questions  of  fact. 

Special  Commissioners. 

23.800.  (3)  We  suggest  that  this  body  should  be 
relieved  of  the  duty  of  making  assessments  for  Super- 
tax, and  that  this  work  should  be  undertaken  by  the 
Surveyors  of  Taxes.  We  consider  this  would  greatlv 
minimize  the  work,  save  public  money  and  also  add 
to  the  revenue.  It  has  been  represented  to  us  that 
several  cases  have  occurred  where  the  Income  Tax 
return  rendered  to  the  Surveyor  of  Taxes  pointed  to 
liability  to  Super  tax,  and  the  taxpayer  had,  in  fact, 
given  notice  of  two  years’  liability,  yet  no  application 
for  a return  of  Super-tax  was  made.  It  therefore 
appears  that  Departmental  co-ordination  is  lacking 
which  we  submit  could  not  possibly  occur  if  the  Super- 
tax assessment  were  made  in  the  same  office  to  which 
the  Income  Tax  return  was  rendered. 

Clerks  to  the  Commissioners. 

23.801.  (4)  We  are  of  opinion  that  a Clerk  to  the 
Commissioners  should  be  a whole-time  servant,  well 
versed  in  the  Income  Tax  law,  to  enable  him  to  advise 
on  legal  points  and  to  act  in  an  advisory  capacity 
similar  to  that  of  a clerk  to  the  justices.  The  result 
of  making  this  a whole-time  appointment  would  be, 
in  our  opinion,  greater  efficiency,  as  there  would  be 
no  outside  interests  to  detract  attention  or  distract 
the  mind. 


Assessors. 

23,802.  (5)  We  are  of  opinion  that  much  econonty 
would  result  if  our  suggestions  were  adopted  and  the 
assessing  done  in  the  office  of  the  Surveyor  of  Taxes. 
The  following  instances  are  given  in  which  it  is 
considered  that  waste  of  time  results  from  the  dual 
administration : — 

(1)  Assessors  send  reminders  and  special  re- 

minders for  returns  while  the  Surveyor  of 
Taxes  and  the  taxpayer  are  still  corre- 
sponding with  a view  to  arriving  at  an 
agreed  figure.  (This  also  is  an  annoyance 
to  the  public.) 

(2)  The  preparation  and  delivery  to  the  Sur- 

veyor of  Taxes  of  lists  of  persons  to  whom 
returns  have  already  been  delivered  to  the 
Assessor. 

(3)  The  passing  of  the  returns  to  the  Surveyor 

of  Taxes  for  examination. 

(4)  The  necessary  inter-departmental  registra- 

tion. 

The  office  of  Assessor,  it  is  submitted,  .should  Ibe 
abolished.  In  most  cases  these  officials  are  of  little 
or  no  help  to  the  public.  If  reference  is  made  to 
them  upon  matters  arising  out  of  assessments  made 
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by  them,  e.g.,  an  assessment,  the  amount  of  which  is 
disputed,  they  do  not  deal  with  and  dispose  of  it 
themselves,  but  refer  the  taxpayer  to  the  Surveyor. 

If  the  assessments  were  made  by  permanent  officials 
of  the  Inland  Revenue,  who  have  authority  to  deal 
definitely  and  finally  with  tlio  assessments,  a great 
deal  of  work  and  trouble  would  be  avoided.  Pro- 
fessional accountants  rarely  have  difficulty  in  agree- 
ing a correct  and  proper  assessment  by  going  direct 
to  the  Surveyor  with  their  clients’  accounts ; and  this 
saves  a great  deal  of  useless  (useless  because  the 
Assessor  does  not  finally  dispose  of  the  matter — it  is 
still  subject  to  revision  by  the  Surveyor)  intermediate 
work  in  the  way  of  answering  questions  from  the 
Assessors. 

Appeals  from  the  decision  of  the  appellate  body. 

23,803.  (6)  We  are  of  opinion  that  the  right  of 
appeal  to  the  High  Court  on  a point  of  fact,  as  well 
as  on  a point  of  law,  should  be  granted  to  both 
parties.  The  present  system,  which  requires  that  dis- 
satisfaction with  a decision  should  be  expressed  at 
once,  is  undesirable,  and  we  consider  a period  of 
time*  should  be  allowed  in  which  either  side  could 
express  dissatisfaction  and  lodge  an  appeal.  This 
would  enable  either  side  to  consider  carefully  the 
decision,  especially  as  cases  are  often  cited  with 
which  the  appellant  is  not  familiar,  and  before 
coming  to  a decision  he  might  possibly  wish  to  con- 
sult a professional  man. 

Collectors. 

23  804.  (7)  It  is  suggested  that  Collectors  of 
Income  Tax  should  be  permanent  officials  of  the 
Hoard  of  Inland  Revenue.  Under  the  present  system, 
especially  in  country  districts,  the  Collector  may 
carry  on  business  as  an  estate  or  house  agent ; some- 
times that  of  a village  shop-keeper,  and  in  agricul- 
tural districts  he  sometimes  follows  an  occupation  on 
the  land.  In  his  capacity  .as  Collector  he  obtains 
information  respecting  the  income  of  neighbours  and 
residents,  who  object  to  their  private  affairs  being 
known  to  a person  who  is  not  a permanent  official. 

It  is  also  suggested  that  Collectors  of  Taxes  should 
always  pay  in  direct  the  money  collected  by  them  to 
a bank  account  which  can  only  be  operated  upon  by 
the  Inland  Revenue  permanent  officials,  and  that  no 
Collector  should  be  allowed  to  bank  taxes  collected 
in  his  own  name,  to  an  acoount  controlled  by  his  own 
signature  and  out  of  which  he  makes  weekly,  monthly 
or  other  periodical  settlement  (which  may  have  been 
arranged  by  the  Local  Commissioners).  The  sugges- 
tion is  that  he  should  account  direct  to  the  Inland 
Revenue  and  not  have  a banking  account  under  his 
control,  of  the  taxpayers’  money. 

Schedule  D assessments. 

23.805.  (8)  It  is  suggested  that  separate  assess- 
ments under  Schedule  D should  be  made  on  each 
partner  in  a firm.  Under  the  present  practice  only 
one  assessment  is  made  upon  the  firm  for  its  profits, 
and  each  partner  is  therefore  able  to  ascertain 
approximately  the  financial  position  of  the  otliei 
partners.  This  is  a position  which  is  very  keenly 
resented  by  business  men.  The  notice  of  charge 
merely  divides  the  duty  payable  into  various  amounts 
without  showing  to  which  partner  they  relate  or  how 
the  figures  are  arrived  at.  It  is  frequently  necessary 
for  the  firm  to  ascertain  from  their  accountant  how 
the  figures  have  been  made  out  and  how  much  of  the 
duty  is  payable  by  each  partner.  We  suggest  that 
assessments  should  be  made  on  the  profits  of  the  yeai 
preceding  the  year  of  assessment,  and  that  all  losses 
made  should  be-  carried  forward  until  exhausted. 
This  system  would  give  much  greater  satisfaction  than 
the  present  one  of  the  three  years’  average. 

Evasion  of  tax. 

23.806.  (9)  The  State  undoubtedly  loses  a con- 
siderable sum  each  year  through  the  non-assessment 
of  profits  which  shoiild  be  assessed.  This  fact  is  well 


within  the  knowledge  of  many  practising  accountants, 
but  if  they  were  asked  to  give  proof  it  would  place 
them  in  a difficult  position.  The  loss  arises  in  many 
ways,  but  in  our  opinion  it  could  be  minimized  if  the 
State  demanded  that  accounts  should  be  kept  by  all 
responsible  business  people,  and  that  accounts 
properly  certified  by  professional  accountants  should 
be  lodged  with  the  Inland  Revenue  authorities  when 
required. 

For  example,  if  a trader  has  been  assessed  on,  say, 
£500  and  wishes  to  appeal,  he  may  consult  a pro- 
fessional accountant  who  may  on  investigation  find 
that  instead  of  the  £500  being  an  excessive  assessment 
it  is  actually  below  the  profits  shown  by  the  accounts. 
In  the  absence  of  the  books  it  might  be  possible  to 
certify  the  profits  as  exceeding  the  assessment,  but 
on  the  other  hand  it  very  frequently  happens  that  the 
taxpayer  when  conferring  with  his  accountant  will 
state  that  he  is  not  altogether  surprised  to  find  that 
he  is  making  a larger  profit,  but  for  some  reason  or 
other  thought  it  worth  while  to  contest  the  assessment. 
What  can  an  accountant  do  in  a case  like  this?  The 
taxpayer  pays  his  accountant’s  charges,  the  appeal  is 
not  proceeded  with,  he  pays  on  the  £500  basis,  and 
thus  the  State  is  losing  tax. 


Take  another  example;  the  Surveyor  makes  an 
assessment  of  say  a few  hundred  pounds  on  a trader 
who  has  perhaps  never  been  assessed  before.  ine 
trader  gives  notice  of  appeal,  and  the  Surveyor  calls 
for  accounts.  For  the  first  time  in  his  commercial 
career  this  taxpayer  employs  an  accountant,  who  gets 
into  communication  with  the  Surveyor,  and  tor  tfie 
purpose  of  settling  the  liability  for  the  last  three  years 
prepares  accounts  for  the  six  preceding  years,  it 
not  infrequently  happens  that  each  of  the  account; 
for  the  preceding  six  years  shows  profits  considerably 
in  excess  of  the  amount  of  the  disputed  assessment, 
and  obviously  the  State  is  losing  in  this  case  also. 

Take  a further  example:  a professional  account- 
ant prepares  accounts  for  a firm  who  keep  proper 
books,  and  in  accordance  with  the  usual  practice 
he  charges  up  interest  on  partners’  capital  ana 
Income  Tax  paid,  showing  the  net  balance  of  profit 
and  loss  much  smaller  than  the  Income  Tax  balance 
of  profit  and  loss.  In  such  a case  the  accountants 
may  have  explicit  instructions  to  do  no  Income  lax 
work  at  all;  the  partners  fill  in  their  own  returns, 
utilising  for  that  purpose  the  net  balance  ot  the 
profit  and  loss  account,  after  charging  partners 
interest  and  Income  Tax.  The  assessments  are  made 
on  the  partners’  returns,  and  the  State  is  again  a 
loser.  This  latter  case  is,  in  our  opinion,  ot  rare 
occurrence,  but  not  at  all  an  impossible  one. 

23  807.  There  is  another  class  of  men  who  frequently 
escape  assessment,  e.g.,  men  dealing  in  commissions 
and  keeping  all  the  accounts  they  require  in  a 

i i 4-1. oVinn+.  in  their 


P 111  our  opinion  there  is  perhaps  much  less  tax  lost 
to  the  State  from  business  firms  who  have  accounts 
properly  kept  and  annually  audited  by  professional 
accountants  than  from  those  businesses  which  have 
not  vet  been  brought  into  assessment,  or  which  have 
not  at  all  events  been  asked  to  produce  certified 
accounts.  Our  experience  is  that  in  most  big  towns 
there  are  usually  people  carrying  on  a trade  of  some 
kind  or  other,  more  or  less  profitable,  who  seem  to 
have  escaped  assessment  to  a very  considerable  ex- 
tent; e.g.,  people  of  foreign  nationality  who  run 
“working  tailoring  businesses,”  the  lower  grade 
“ furnishing  business,”  businesses  in  connection  with 
“waste”  and  “scrap”  material,  etc.  The  profits 
arising  from  businesses  such  as  these  are  often  con- 
siderable. but  owing  to  the  very  unpretentious 
manner  in  which  most  of  them  are  carried  on,  as  a 
rule  in  a poor  and  perhaps  dilapidated  part  of  the 
town,  they  seem  to  escape  the  attention  of  the  taxing 
authorities  more  often  than  those  businesses  which 
are  carried  on  in  the  more  prominent  thoroughfares. 

If  all  traders  were  compelled  to  supply  the  Sur- 
veyors of  Taxes  with  trading  and  profit  and  loss 
accounts,  we  are  of  ODinion  that  increased  revenue 
would  result.  Traders  are  apt  to  deduct  from  their 
profits,  expenses  which  are  not  allowable  for  Income 
Tax  purposes.  A trading  and  profit  and  loss 
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account  would  disclose  this,  or,  if  these  expenses  were 
embodied  in  other  items  of  expenditure,  they  would 
probably  be  disclosed  by  the  Surveyor’s  inquiries. 

Greater  attention  should  be  given  to  the  necessity 
of  obtaining  from  an  employer  a return  in  respect 
of  payments  for  services  rendered,  commissions,  etc.- 
We  fear  that  a large  number  of  payments,  commis- 
sions, insurance  commissions,  etc.,  may  be  uninten- 
tionally or  otherwise  omitted  from  these  returns, 
and  we  therefore  suggest  that  every  person  in 
business  should  be  required  to  fill  up  the  form. 

Points  of  inequity. 

23.808.  (10)  (a)  Losses  of  subsidiary  companies  should 
be  allowed  against  the  profits  of  the  parent  company 
before  assessment.  The  equity  of  this  allowance  has 
already  been  admitted  for  Excess  Profits  Duty — 
see  Finance  (No.  2)  Act,  1915,  4th  Sch.  Part  1,  sec- 
tion 6. 

(b)  Considerable  dissatisfaction  arises  in  respect  of 
the  non-allowance  of  a deduction  for  wasting  assets. 
We  think  that  it  would  be  advisable  for  committees  re- 
presenting each  class  of  industry  affected  to  be 
allowed  to  make  recommendations  on  this  point  to 
the  appeal  bodies,  not  oftener  than,  say,  three  or 
five  years,  in  order  to  effect  any  change  that  circum- 
stances might  suggest.  An  appeal  from  the  decision 
of  the  appeal  bodies  should  also  be  allowed. 

(c)  Losses  should  be  allowed  to  be  carried  forward 
and  deducted  from  future  profits  before  assessment. 
The  equity  of  this  has  been  admitted  for  Excess 
Profits  Duty.  It  is  also  admitted  for  Income  Tax 
purposes  in  regard  to  the  allowance  for  wear  and 
tear. 

[ This  concludes  the  evidence-in-chief. ] 

23.809.  Chairman : Is  this  paper  the  result  of  the 
deliberations  of  a committee? — (Mr.  Campbell):  Yes. 

I am  a member  of  the  Council  of  the.  Central  Associa- 
tion of  Accountants,  and  this  evidence-in-chief  is  a 
summary  of  the  opinions  and  recommendations  of  the 
Council. 

23.810.  Mr.  Holland-Martin : In  the  third  part  of 
paragraph  1,  you  talk  about  the  papers  and  docu- 
ments being  the  property  of  the  Local  Commissioners, 
and  you  rather  suggest  that  the  Commissioners  allow 
them  to  be  seen  by  other  people  when  they  get  back 
to  the  Clerk’s  office.  You  say:  “These  papers  and 
documents  at  the  present  time  are  the  property  of 
the  Local  Commissioners  ”,  and  you  suggest  that 
they  should  be  the  property  of  the  Inland  Revenue, 
and  shall  not  be  visible? — Yes. 

23.811.  Have  you  any  cases  in  which  they  have 
been  made  public? — We  have  no  actual  case  in  which 
they  have  been  made  public,  but  we  think  it  is  quite 
possible  for  them  to  be  made  public. 

23.812.  But  you  have  no  case  in  which  you  think 
they  have  been  made  public? — I cannot  give  you  any 
concrete  case. 

23.813.  Mr.  Kerly : I should  like  a little  more 
information  as  to  how  this  paper  came  to  be  drawn 
up.  First  will  you  tell  me  this.  You  represent  the 
Central  Association  of  Accountants? — Yes. 

23.814.  Are  they  accountants  who  belong  to  neither 
of  the  familiar  bodies  — neither  the  Chartered 
Accountants  nor  the  Incorporated  Accountants? — 
This  is  a third  Association  of  Accountants,  formed 
upon  similar  lines  to  the  Institute  and  the  In- 
corporated Society. 

23.815.  Then  it  is  a society  of  practising 
accountants  ? — Principally  practising  accountants. 
There  are  some  who,  you  can  quite  understand,  are 
chief  clerks  to  practising  accountants,  and  others 
are  in  important  positions  in  public  companies. 

23.816.  It  really  is  a professional  society  that  you 
represent ? — Yes,  undoubtedly. 

23.817.  Is  it  controlled  by  some  council  or  com- 
mittee?—It  is  controlled  by  a council  elected  by  the 
members  of  the  Association. 

23.818.  Has  this  evidence  been  considered  by  that 
council? — Yes. 

23.819.  Has  your  evidence-in-chief,  as  it  appears 
before  us,  been  considered  and  approved  by  the 
council?  Is  that  right? — That  is  so. 
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23.820.  Will  you  just  tell  me  roughly  how  many 
members  your  Association  has? — About  800. 

23.821.  Practising  in  London  and  throughout  tho 
United  Kingdom?— Throughout  the  United  King- 
dom. I myself  come  from  the  north  of  England. 

23.822.  You  suggest  that  the  Additional  Com- 
missioners should  be  done  away  with? — That  is  our 
suggestion. 

23.823.  So  that  the  Surveyor  would  in  all  cases 
make,  and  be  responsible  for,  the  assessment? — That 
is  our  recommendation. 

23.824.  Do  you  suggest  that  the  Surveyor  should 
also  make  the  valuation  in  cases  under  Schedules  A 
and  B ? — In  cases  where  there  is  a doubt,  I think  the 
valuation  might  be  made  by  the  Commissioners. 
Schedule  A is  pretty  generally  regulated— I do  not 
know  about  London,  but  it  is  round  my  part  of  the 
country — by  the  local  assessments. 

23.825.  Do  you  mean  by  the  Poor  Law  valuation? 
— By  the  Poor  Law  valuation;  or,  in  other  words, 
the  gross  estimated  rental,  less  one-sixth. 

i 23,826.  When  you  say  that  in  cases  of  doubt  tho 
Commissioners  might  intervene,  do  you  mean  the 
General  Commissioners? — I mean  the  General  Com- 
missioners. 

23.827.  You  are  going  to  do  away  with  the  Addi- 
tional Commissioners  altogether? — Yes. 

23.828.  Have  you  any  suggestion  to  make  as  to  the 
appointment  of  General  Commissioners? — That  point 
was  not  discussed,  to  my  knowledge. 

23,S29.  Then  I will  pass  on.  You  suggest  there 
should  be  appeals  from  the  General  Commissioners  on 
points  of  fact  as  well  as  on  points  of  law? — Yes. 

23.830.  At  present  the  evidence  taken  before  them 
is  not  before  the  High  Court  when  the  case  goes  to 
them  on  a point  of  law.  How  far  would  it  meet  your 
views  if  a shorthand  note  of  the  evidence  were  taken 
in  all  cases,  and  was  before  the  Court  on  the  hearing 
of  an  appeal,  so  as  to  leave  open  to  an  appellant  the 
contention  that  some  finding  of  fact  is  not  warranted 
by  anything  in  the  evidence? — I am  not  sure  that  I 
heard  you  correctly;  would  you  mind  just  repeating 
that  question? 

23.831.  At  present  the  evidence  taken  before  the 
General  Commissioners  is  not  before  the  Court  on  an 
appeal? — That  is  so. 

23.832.  And  sometimes  it  is  said  that  the  finding 
of  fact  of  the  General  Commissioners  is  contrary  to 
law,  because  there  was  no  evidence  to  support  it. 
Do  you  follow  that? — Yes. 

23.833.  Very  often  that  cannot  be  dealt  with 
because  the  Court  does  not  know  what  the  evidence 
is? — That  is  so. 

23.834.  How  far  would  it  meet  your  objection  if 
the  evidence  were,  in  all  cases,  available  for  the 
Court? — That  would  meet  our  objection  entirely — if 
the  evidence  submitted  to  the  Commissioners  were 
available  to  the  Court. 

23.835.  It  leaves  open  this : that  where  there  is 
evidence  both  ways  the  Commissioners  would  remain 
the  final  judges  as  to  the  weight  of  the  evidence? — 
Yes. 

23.836.  If  your  proposal  is  to  allow  the  Court  to 
deal  with  questions  of  weight  of  evidence,  you  appre- 
ciate you  would  be  throwing  open  the  Court  to  an 
enormously  increased  number  of  appeals? — Well,  sir, 
that  is  what  the  Court  is  there  for,  is  it  not? 

23.837.  That  is  your  answer ; I do  not  know  that 
it  is  complete.  You-  also  suggest  that  either  side 
should  be  able  to  appeal,  on  giving  notice  within  a 
reasonable  time,  whether  or  not  they  had  expressed 
their  dissent? — Yes. 

23.838.  As  a matter  of  fact,  everyone  expresses 
his  dissent  at  once  when  the  decision  is  against  him, 
as  a matter  of  precaution,  does  he  not? — Not  to  my 
knowledge;  that  has  not  been  my  experience. 

23.839.  That  is  because  people  who  do  not  do  it 
do  not  know  that  it  may  be  useful? — Yes. 

23.840.  Very  well ; that  might  be  left  in  that  way. 
You  propose  that  people  should  be  required  to  keep 
and  produce  books  in  all  cases.  I follow  that  is 
your  proposal? — Yes,  that  is  our  proposal. 

23.841.  Everybody  engaged  in  business  should  be 
required  to  keep  books  and  accounts? — Yes. 
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23  842.  Do  you  think  that  would  be  practicable 
in  the  case  of  the  small  shopkeeper  and  the  small 
farmer15— I think  it  is  possible  with  all  of  them. 

In  my  experience  there  is  nothing  to  prevent  that, 
particularly  with  the  small  shopkeeper.  If  you  want 
an  analysis  of  his  accounts  it  becomes  a very  serious 
matter  with  him,  but  in  most  cases  it  is  only  a ques- 
tion of  receipts  and  payments. 

23  843.  I will  ask  you  personally:  are  you  in  prac- 
tice yourself  as  an  accountant? — I have  been  in 
practice  for  the  lost  20  years. 

23  844.  Have  you  personally  had  any  experience 
of  the  small  trader?— Yes,  down  to  the  marine  store 
dealer,  and  you  cannot  get  much  lower  than  that. 

23  845.  So  far  as  your  experience  goes  you  think  that 
it  is  possible  for  the  trader  to  keep  accounts?— It  is 
quite  possible  for  him  to  keep  sufficient  record  of 
the  transactions  to  enable  a qualified  and  practical 
accountant  to  prepare  satisfactory  accounts  which 
will  meet  the  requirements  of  the  Surveyor,  and 
enable  him  to  form  a just  assessment. 

23  846.  Here  is  one  item  in  those  accounts:  where 
the  man  takes  money  from  his  till  for  his  living 
expenses.  I suppose  you  would  say  that  might  be 
met  by  keeping  a record  of  what  lie  takes  out  of 
the  till? — If  he  records  correctly  his  receipts  over 
the  counter  that  is  bound  to  include  what  he  uses 
for  himself. 

23  847.  But  supposing  he  consumes  some  or  tne 
product  that  he  deals  in?— Then,  as  a rule,  it  is 
brought  into  the  credit  side  of  his  trading  account, 
h household  consumption. 

23,843.  Do  not  say  “as  a rule,”  because,  as  a 
rule,  we  know  that  no  accounts  are  kept  in  the  case 
of  the  small  man  ? — I am  referring  to  my  own 
experience.  . 

23.849.  You  think  it  would  be  practicable,  tor 
instance,  for  a baker  to  put  down  the  number  of 
loaves  he  uses  for  his  family? — Shall  I give  you  an 
illustration?  Assuming  a hotel  proprietor  is  living 
on  the  premises,  and  he  owns  them  himself,  and 
carries  on  the  business,  it  would  be  an  utter  impos- 
sibility to  say  how  much  his  household  consumed ; 
but  you  can,  by  an  equitable  calculation,  arrive  at 
a sum  which  would  be  acceptable  to  everybody. 

23.850.  Mr.  Kerly:  No  doubt  in  the  case  of  a 
hotel  proprietor  you  could  charge  a normal  boarding 
fee.  Very  well,  I just  wanted  to  get  your  view. 

23.851.  Mr.  Synnott : In  the  third  part  of  your 
paragraph  1,  that  Mr.  Holland-Martin  asked  you 
about,  you  say  these  documents  are  kept  by  the 
Local  Commissioners  and  their  Clerk?— Yes. 

23.852.  And  that  the  solicitor,  who  is  the  Clerk, 
may  be  carrying  on  private  business.  Is  it  not 
possible  that  that  solicitor  may  himself  be  engaged 
in  Income  Tax  cases?  I mean  the  Commissioners 
would  have  no  control,  would  they,  over  that 
solicitor,  as  to  the  kind  of  business  that  he  would 
be  doing  in  his  private  practice ?— That  is  so;  they 
have  no  control. 

23.853.  Then  what  is  your  alternative?  Who  do 
you  suggest  should  be  appointed  Clerk  to  the 
Commissioners? — An  independent,  paid,  permanent 
official.  I suggest  that  a permanent  official  not 
holding  any  outside  appointment  should  be  appointed 
Clerk  to  the  Commissioners. 

23.854.  He  would  have  to  be  a local  resident,  would 
he  not?— We  find  that  in  the  case  of  Clerks  to 
Justices.  A Clerk  to  Justices  living  in  Newcastle 
is  a Clerk  to  Justices  for  places  like  Belford  or 
Bedlington,  or  other  outlying  places;  lie  may  be  a 
Clerk  to  Justices  for  several  outlying  districts. 

23.855.  In  paragraph  9,  you  raise  a very  nice 
question,  namely,  where  an  accountant  is  employed 
to  go  into  accounts,  and  there  is  a conflict  of  duties 
as  between  the  client  who  employs  him  and  his  duty 
to  the  State.  You  just  ask  the  questions  there,  but 


you  do  not  answer  them? — That  is  a point  that  we 
have  had  under  discussion  and  it  is  perhaps  unfortun- 
ately put. 

23,856.  No ; you  put  it  quite  clearly  ?— What  should 
have  been  read  into  that  part  of  the  paragraph  hi : 
what  can  an  accountant  do  in  a case  like  this?  He 
can  do  nothing,  because,  in  the  first  place,  he  is 
engaged  by  his  client  to  prepare  an  account  if  there 
is  no  appeal  pending.  If  there  is  an  appeal  pending, 
then  the  Surveyor  demands  a certified  statement, 
and  that  is  exhibited.  But  if  in  the  preparation 
of  the  account,  after  his  client  had  agreed  to  pay 
on*  an  assumed  assessment  of  £500,  he  finds  he  has 
made  £750,  it  is  not  the  duty  of  his  accountant  to 
go  and  tell  the  Inland  Revenue  that  the  man  is 
under-assessed.  The  point  that  we  raise  here  is 
that  it  is  placing  the  accountant  in  a very  awkward 
position.  He  is  a confidential  servant,  and  to  go  and 
tell  the  Inland  Revenue  Commissioners  that  his  client 
was  making  £750  and  only  paying  on  £500  would 
be  a breach  of  confidence. 

23.857.  You  want  the  abolition  of  the  Assessors,  do 
you  not? — Yes. 

23.858.  If  you  abolish  the  Assessors  how  are  you 
going  to  get  at  these  small  trades  done  in  secret, 
and  done  on  very  small  premises,  that  you  mention 
in  paragraph  9?  I have  asked  this  question  of  others 
and  I really  want  to  get  to  know.  If  you  have  only 
a Surveyor  how  is  he,  in  his  office,  possibly  able  to 
find  out  and  assess  these  small  people  who  are  always 
moving?— I admit,  with  regard  to  the  people  who 
are  always  moving,  that  there  is  a difficulty,  but 
with  regard  to  the  smaller  people  there  should  be  no 
difficulty  at  all. 

23.859.  There  would  be  no  difficulty  if  they  kept 
the  accounts  that  you  suggest?— If  the  Surveyor 
adopted  the  same  principle  with  the  small  trader 
as  he  adopts  with  the  larger  one  who  sends  him  in 
no  return,  namely,  kept  on  increasing  his  assessment, 
you  would  possibly  find  that  that  small  trader  would 
drop  into  it  very  quickly. 

23.860.  With  regard  to  Collectors,  we  have  had  m 
evidence  that  there  are  directions  to  the  Collectors 
that  the  cheque  should  be  crossed  to  the  account 
of  the  Inland  Revenue? — Yes. 

23.861.  Have  vou  found  cases  in  which  the  Col- 

lector’s demand  'note  asks  for  a payment  to  him  in 
person?— I have  not  found  any  case  where  the 
demand  note  omits  the  instruction  to  cross  to  the 
Inland  Revenue  account,  but  I have  found  dozens 
of  cases  where  the  receiver  of  the  notice  has  never 
observed  it.  But  apart  from  the  cheque  and  the 
postal  order,  it  is  the  money  payment  that  you  must 
think  of.  . ,, 

23  862.  Do  you  suggest  that  the  cheque  should 
always  be  made  payable  to  the  Inland  Revenue?  I 
do ; and  all  payments  made  direct  to  the  Inland 
Revenue  account. 

23  863.  Mr.  Walker  Clark : As  to  the  Clerk  to  the 
Commissioners,  who  is  to  appoint  him?  The  Inland 
Revenue  is  our  suggestion. 

23.864.  Therefore  the  Commissioners  would  have 
no  control  over  the  man  who  was  the  Clerk?— The 
Commissioners  would  have  no  control  over  the  Clerk. 

23.865.  And  he  would  be  a peripatetic  individual 
who  travels  about  from  one  end  of  the  country  to  the 
other  ? — He  would  not  be  in  a town  like  Newcastle  or 
a town  like  Gateshead. 

23  866.  The  Commissioners  would  only  meet  once 
a month,  even  in  Newcastle?— I take  it  that  there 
would  be  plenty  of  work  for  the  Clerk. 

93  867  To  do  what?— To  do  the  work  of  the  Clerk 
to  the  Commissioners.  The  Clerk  to  the  Commis- 
sioners sends  out  all  the  notices  of  assessment. 

23.865.  And  you  would  retain  that  duty  for  him 

still? — Yes.  . . 

23,869.  Chairman : Thank  you  for  your  evidence. 
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Present  : 

LORD  COLWYN  (in  the  Chair). 


Mr.  PRETYMAN. 

Sir  E.  E.  NOTT-BOWER. 
Sir  W.  TROWER. 

Mr.  HOLLAND-MARTIN. 
Mr.  BIRLEY. 

Mr.  WALKER  CLARK. 
Mr.  KERLY. 

Mrs.  KNOWLES. 


Mr.  McLINTOCK. 

Mr.  MANV1LLE. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 

Professor  PIGOU. 

Mr.  SYNNOTT 
Mr.  TROTTER. 


Mr.  John  W.  Bddd  and  Mr.  Randle  F.  W.  Holme,  on  behalf  of  the  Law  Society,  called  and  examined. 


The  witnesses  handed  in  the  following  statements 
as  their  evidence-in-chief : — 


Notes  by  John  W.  Btjdd,  24,  Austin  Friars,  London 
senior  member  of  tbe  firm  of  Budd.  Johnson, 
" ack-s,  and  Colclougb,  and  Past  President  of  the 
Law  Society. 

• 2^-'87/0-  C1)  I h<ave  been  in  practice  as  a solicitor 
in  the  City  of  London  for  over  fifty  years,  and  during 
that  period  have  been  largely  consulted  professionally 
by  individuals,  firms,  and  companies  with  regard  to 
matters  arising  under  the  Income  Tax  Acts  I am 
not  dealing  personally  with  matters  of  administration 
and  procedure,  which  will  be  dealt  with  by  another 
member  of  the  Law  Society,  but  I should  like  to  say 
that  I have  found  the  Surveyors,  Assessors,  and  Col- 
lectors  witli  whom  I have  had  to  deal  competent  and 
efficient. 


23,8/1.  (2)  I consider  that  in  the  City  of  London 
we  are  exceptionally  fortunate  in  that  we  lrnve  and 
hnve  had  very  able  Surveyors  of  Taxes  to  deal  with. 
-Hiey  as  a rule  are  well  versed  in  the  legal  aspects 
of  the  cases  with  which  they  have  to  deal.  They  are 
also  very  tactful  and  conciliatory  in  the  handling  of 
difficulties  which  arise.  In  fact-,  the  greater  number 
of  them  are  very  competent  men  who  look  after  the 
interests  of  the  Government  and  at  the  same  time 
bear  in  mind  the  views  of  the  taxpayer,  and  my 
experience  has  been  that  except  in  particular  cases 
which  the  higher  powers  have  decided  to  fight  in  the 
interests  of  the  Revenue,  it  has  never  been  difficult 
in  a proper  case  to  arrange  matters  satisfactorily  with 
the  Surveyors  of  Taxes  in  the  City. 

23.872.  (3)  We  have  also  had  the  advantage  in  the 
City  for  a long  period  of  years  of  a thoroughly  com- 
petent Clerk  to  the  Commissioners  (who  has  recently 
retiled),  and  is  now  succeeded  by  his  son  who  gained 
his  experience  in  his  father’s  office  and  is  carrying 
on  the  work  on  the  same  lines  as  his  father  did,  and 
both  of  whom  in  dealing  with  appeals  requiring 
decision  in  the  Courts  have  always  striven  to  see  that 
the  view  of  the  taxpayer  (as  well  as  that  of  the 
Crown)  was  put  properly  before  the  Court.  Then 
again,  being  so  close  to  headquarters  at  Somerset 
House,  we  have  always  found  the  Inspectors  of  Taxes 
amenable,  ready  to  see  one  and  to  deal  with  special 
cases. 

23.873.  (4)  From  a technical  point  of  view,  it  is, 

I think,  unfortunate  that  the  Special  Commissioners 
are  the  absolute  judges  of  fact,  as  I have  now  and 
again  found  that  from  facts  and  documents  inferences 
of  fact  have  been  recorded  and  acted  upon  which 
would  never  have  been  made  had  the  admitted  facts 
and  documents  instead  of  the  inferred  facts  been 
submitted  to  the  Court.  In  any  revision  of  the 
Income  Tax  Act  it  would,  I think,  be  expedient  to 
have  this  point  set  right,  but  personally  I consider 
that  administration  and  procedure  are  of  minor 
importance  as  compared  with  the  effect  on  the  general 
business  and  prosperity  of  the  country  of  the  present 
heavy  taxation  in  this  country  of  non-residents. 


23,8/4.  (5)  In  the  past  an  immense  business  in  this 
country  has  been  attached  to  companies  established 
in  this  oountry  to  own  and  work  foreign  undertakings 
such  as  railways,  mines,  waterworks,  and  others,  to 
the  undertakings  of  which  large  proportions  of  capital 
held  by  foreigners,  oolonials,  and  others  resident 
abroad  have  been  brought  in  and  have  become 
represented  by  shares  in  such  companies. 

23,875.  (6)  The  supply  of  plant,  rolling  stock,  and 
other  necessaries  and  the  banking  business  and  the 
chartering  of  or  arranging  for  freight  in  ships  for 
goods  to  be  sent  abroad  has  naturally  followed  the 
domicile  of  the  company,  and  so  long  as  the  rate  of 
tax  was  low  the  non-residents  were  willing  to  bear 
the  moderate  amount  of  Income  Tax  chargeable 
before  the  war,  but  the  war  has  altered  matters  to 
an  alarming  extent,  and  as  the  tax  is  not  likely  to 
be  diminished  in  the  immediate  future  the  control 
and  management  of  these  large  undertakings,  and 
in  many  instances  the  substitution  of  a company 
abroad  for  the  company  at  home  to  carry  on  the 
undertaking,  has  been  going  on  and  to  an  extent 
which  people  not  behind  the  scenes  are  perhaps  unable 
to  estimate.  With  the  passing  of  the  control  of  the 
companies  from  the  United  Kingdom  to  abroad  all 
the  available  business  attached  to  it  in  most  cases 
passes  away,  and,  although  the  loss  to  the  Revenue 
by  an  allowance  to  non-residents  on  Income  Tax 
would,  of  course,  involve  a large  diminution  of  the 
revenue  from  tax,  the  tax  on  the  profits  made  in  and 
retained  in  this  oountry  would  it  is  hoped  compensate 
for  it.  But  there  is  another  reason  which  is  at  the 
moment  of  greater  importance,  and  that  is  that  the 
indirect  effect  of  this  high  taxation  on  non-residents 
has  diminished  and  will  continue  to  diminish  tho 
export  trade  of  the  country,  which  is  so  important 
to  us  at  this  time. 

23.876.  (7)  Another  cause  at  the  present  moment 
which  is  keeping  off  a large  mass  of  good  business 
from  the  country  is  the  provisions  of  the  Income  Tax 
Act  under  which  foreigners  are  unable  to  appoint  a 
general  agent  in  this  country  without,  as  a 
consequence,  having  to  meet  a large  Income  Tax  in 
this  country,  and  to  have  difficult  points  to  settle  in 
connection  therewith.  I have  known  several  cases 
in  which  foreign  firms  and  foreign  companies  have 
been  desirous  of  establishing  in  this  country  a general 
agency,  the  effect  of  which  would  be  to  attract  to 
this  country  orders  for  goods,  banking  business, 
chartering,  etc.,  but  when  the  consequences  witli 
regard  to  taxation  at  the  present  rate  have  been 
realized  such  projects  have  been  .abandoned.  1 do 
not  believe  that  it  is  generally  realized  how  great  is 
tho  loss  in  this  respect  to  this  country  from  the  pro- 
visions of  the  Income  Tax  Acts  at  the  present  high 
rate  of  that  tax. 

23.877.  (8)  The  practice  of  taxing  non-residents, 
British  or  foreign,  on  their  trading  profits  earned 
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by  the  sale  of  their  goods  here  has  largely  increased 
during  the  last  twenty-five  years.  This  practice 
depends  upon  a finding  of  fact,  viz.: — that  the  non- 
resident is  through  his  English  agent  exercising  his 
trade  in  this  country.  The  question  where  a trado 
is  exercised  is  a question  of  fact,  and  does  not 
depend  on  any  legal  principle.  But  by  a serfes  of 
judicial  decisions  on  this  question  of  fact  it  has  been 
established  that  if  a manufacturer  or  purveyor  resi- 
dent abroad  habitually  sells  his  manufactures  or  pro- 
duce to  consumers  in  this  country,  either  through 
agents  resident  here  or  by  direct  communication  with 
the  customers,  he  exercises  a trade  in  this  country, 
and  renders  himself  liable  to  English  Income  fax  if 
the  contracts  for  the  sale  of  his  produce  are  made 
in  this  country. 

23.878.  (9)  The  distinction  between  the  cases  where 

the  contracts  are  made  here  and  those  where  the 
contracts  are  made  abroad  cannot  be  justified.  There 
is  no  trade  exercised  here  by  non-residents  in  either 
case,  and  no  profits  are  earned  by  them  here.  The 
trade  is  exercised  and  the  profits  of  the  non-resi- 
dents are  earned  at  the  place  where  the  goods  are 
manufactured  or  produced,  and  where  the  brains 
and  control  of  the  business  are  at  work.  The  only 
trade  exercised  here  is  the  trade  of  the  agent,  who, 
of  course,  pays  tax  in  respect  of  his  remuneration 
as  agent.  . . 

23.879.  (10)  The  practical  difficulty  of  ascertaining 
what  portion  (if  any)  of  the  profit  is  earned  in  this 
country,  on  the  assumption  that  in  these  cases  a 
trade  is  exercised  hero,  is  insurmountable.  For 
instance,  if  a man  grows  hops  on  the  Pacific  Coast 
and  harvests  them  and  presses  them  there,  and  then 
ships  them  to  England  to  an  agent  for  sale,  how  is 
it  possible  to  ascertain  whether  any  and  what  part 
of  the  profit  of  the  entire  transaction  is  earned  in 
this  country?  I think  that  none  of  it  is  earned 
here,  but  the  Inland  Revenue  authorities  have  got 
embodied  in  legislation  the  expedient  of  estimating 
the  profits  at  a percentage  of  the  turnover  (P.ule  8 
of  General  Rules,  Income  Tax  Act,  1918).  That 
enactment  appears  to  be  a confession  that  the  prin- 
ciple upon  which  the  tax  is  based  is  unsound  and 
impracticable.  It  is  a rule  of  thumb  which  has  no 
necessary  relation  to  realities,  and  is,  in  my  judg- 
ment, wholly  wrong  in  principle. 

23.880.  (11)  It  must  be  borne  in  mind  that  Income 
Tax  will  in  future  be  much  more  frequently  imposed 
in  civilised  countries  than  it  has  heen  in  the  past. 
Probably  few  countries  which  have  been  involved  in 
the  war  will  be  able  to  pay  their  way  without  an 
Income  Tax,  and  the  practice  of  taxing  non-residents 
through  their  resident  selling  agents  is  one  which  is 
likely  to  lead  to  retaliation,  and  the  balance  will  be 
largely  against  us.  The  argument  to  the  contrary 
is  that  unless  a non-resident  manufacturer  or  mer- 
chant selling  his  goods  here  pays  tax  here  he  would  be 
competing  on  unfair  terms  with  a resident  producing 
a similar  article.  This  argument  was  used  unsuc- 
cessfully in  the  House  of  Lords  in  the  case  of 
Grainger  v.  Gough,  and  was  dealt  with  by  Lord 
Herschell  in  the  following  words:  — 

“ I do  not  think  that  such  considerations  can 
“ legitimately  influence  our  decision,  but  if  they 
“ are  to  be  introduced  I think  it  would  be  much 
“ more  prejudicial  to  British  traders  if  we  were 
“ to  lay  down  that  although  the  sale  and  delivery 
” of  their  goods  takes  place  in  this  country  only 
“ they  carry  on  business  in  every  other  country 
“ for  which  they  obtain  orders  for  their  goods 
“ through  solicitation  by  an  agent,  or  indeed  in 
“ any  other  way.  For  I do  not  think  it  can 
“ logically  or  reasonably  make  any  difference  in 
“ principle  what  the  method  of  soliciting  the 
“ custom  may  be.” 

23,881.  (12)  I suggest  that  an  enactment  with 
regard  to  Income  Tax  somewhat  to  the  following 
effect  would  be  just,  and  in  the  interest  of  this 
country,  as  promoting  international  trade:  — 

“ The  fact  that  a manufacturer  or  merchant 
“ resident  out  of  the  United  Kingdom  habitually 


“ sells  in  this  country  either  by  direct  communi- 
“ cation  with  the  buyers  or  through  an  agent 
‘‘resident  in  the  United  Kingdom  his  goods 
“ manufactured  or  acquired  by  him  outside  the 
“ United  Kingdom,  whether  the  contracts  for 
“ the  sale  of  such  goods  are  made  in  the  United 
“ Kingdom  or  not,  shall  not  by  itself  constitute 
•‘  the  exercise  of  a trade  or  vocation  by  him 
“ within  the  United  Kingdom.” 

23.882.  (13)  In  the  case  of  firms  carrying  on  busi- 
ness both  in  England  and  abroad,  the  control  of 
such  businesses  abroad  is  now  in  course  of  being 
taken  away  from  the  United  Kingdom,  with  the 
natural  result  that  beneficial  contracts  in  many  cases 
follow  the  control  of  the  business. 

23.883.  (14)  One  of  the  great  difficulties  of  the 
Income  Tax  Acts  in  regard  to  trades,  manufactories, 
and  other  businesses,  which  are  always  coming  to 
my  notice,  is  that  what  is  taxed  is  in  no  sense  of  the 
word  “ profits,”  or  in  any  way  available  for  spending 
as  “ income.”  There  are  two  things  under  the 
Income  Tax  Acts  which  prevent  tne  profits  which  are 
taxed  as  such  from  being  anything  like  what  any 
business  man  would  dare  to  deal  with  in  the  conduct 
of  his  own  finance  as  profits.  This  arises  more 
especially  from  the  way  in  which  wasting  assets  are 
dealt  with  and  the  way  in  which  moneys  expended 
with  the  view  of  earning  profits  are  treated  as  capital 
expenditure.  I have  read  Mr.  Leake’s  evidence 
given  before  the  Commission  with  regard  to  wasting 
assets,  and  the  evidence  on  the  same  subject  of  Sir 
Archibald  Williamson  and  the  Hon.  Herbert  Gibbs, 
and  I do  not  think  that  I can  usefully  add  anything 
to  what  these  witnesses  have  put  before  the  Com- 
mission so  clearly  on  the  subject. 

23.884.  (15)  I may  say  that  in  the  large  number 
of  Income  Tax  cases  which  have  come  before  me 
during  my  practice  I have  rarely  known  a case  in 
which  a business  man  endeavouring  to  ascertain  what 
profits  he  has  made  in  his  business  would  have  been 
content  with  (among  other  things)  the  allowances  for 
depreciation  and  the  way  in  which  such  allowance 
as  is  permitted  is  measured.  Acting  as  I do  as 
adviser  for  very  many  nitrate-producing  companies, 

I can  only  emphasize  what  the  Hon.  Herbert  Gibbs 
said  in  his  evidence  as  to  the  grievance  felt  by  manu- 
facturers of  nitrate  and  iodine  as  to  no  allowance 
from  their  gross  profits  being  made  in  respect  of  the 
using  up  of  their  caliche  in  the  manufacture  of 
nitrate,  the  extent  and  volume  of  which  can  be  so 
nearly  accurately  measured,  and  a proper  allowance 
in  respect  of  which  would  be  a matter  of  no  difficulty 
to  determine,  and  there  are  numerous  instances  of 
this  kind  which  could  be  brought  forward. 

23.885.  (16)  Numerous  grievances  have  also  arisen 
from  the  way  in  which  the  provisions  of  Schedule  D 
have  been  dealt  with  in  so  far  as  it  provides  that  in 
estimating  profits  no  allowance  is  to  be  deducted  on 
account  of  “ any  capital  withdrawn  from  the  business 
“ or  in  respect  of  any  sum  employed  or  intended  to 
“ be  employed  as  capital  in  any  trade,  manufacture, 
“ adventure,  or  concern.” 

23.886.  (17)  Subsidiary  companies  are  established 
by  firms  and  companies  with  the  view  of  protecting 
or  increasing  the  profits  of  their  own  business,  and 
in  many  cases  such  companies  are  established  with 
the  knowledge  that  they  will  not  in  themselves  pro- 
duce profits,  and,  on  the  contrary,  are  likely  to  make 
losses.  Notwithstanding  that  this  is  done,  and  in 
many  cases  for  very  good  reasons  (such,  for  instance, 
as  cutting  down  foreign  competition),  no  such  iosses 
can  be  set  off  against  the  gains  of  what  I may  call 
the  “ parent  ” business.  I have  known  ca^es  of 
English  companies  in  which  businesses  have  been 
established  in  Germany,  and  where  interests  to  a 
commanding  extent  have  been  acquired  in  German 
companies  carrying  on  business  in  Germany,  with  the 
view  of  cutting  doivn  the  German  competition  in 
England  of  a parent  business,  and  in  the  cases  in 
which  my  advice  has  been  sought  it  has,  of  course, 
for  Inland  Revenue  purposes  in  England  been  im- 
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possible  to  have  the  losses  in  this  respect  of  a parent 
business  considered  in  settling  the  Income  Tax  in 
respect  of  that  business,  notwithstanding  that  the 
moneys  so  employed  have  been  in  effect  taken  out  of 
what  otherwise  would  have  been  the  profits  of  the 
parent  business.  The  cases  to  which  I am  alluding 
are  those  of  English  manufacturers  who  have  felt  and 
suffered  by  the  competition  of  German  manufacturers 
dumping  their  wares  in  England  at  a price  greatly 
under  the  cost  of  production  of  the  article  here. 
Companies  which  have  been  affected  by  this  compe- 
tition have,  in  my  knowledge,  gone  into  the  adver- 
sary’s country,  spent  a large  amount  in  building  a 
manufactory  there  or  acquiring  the  control  of  an 
established  business,  and  underselling  the  German  in 
his  own  country,  and  have  thus  cut  the  competition 
in  England,  and  yet,  having  lost  all  the  money  ex- 
pended for  this  purpose,  and  expended  out  of  what 
otherwise  would  have  been  profits  in  their  own 
business,  no  part  of  the  loss  (on  the  ground  that  it 
is  a capital  expenditure  for  the  purpose  of  Income 
Tax)  is  allowed  to  be  written  off  against  their  profits, 
and  they  have,  in  fact,  to  pay  tax  upon  this  part  of 
their  losses,  as  well  as  upon  a sum  which  for  the 
reasons  which  I have  given  above  is  itself  a sum  in 
excess  of  what  are  really  profits. 

23.887.  (18)  In  reading  the  printed  proceedings  of 
the  Commission  I see  it  is  suggested  that  the  para- 
mount matter  for  consideration  is  in  taxation  the 
pecuniary  ability  to  pay  of  the  person  taxed,  but,  in 
my  judgment,  iu  a free  country,  like  England,  there 
is  another  matter  which  also  deserves  very  serious 
consideration  on  the  part  of  the  Government,  and 
that  is  whether  the  subject  who  is  taxed  is  satisfied 
that  he  is  fairly  taxed  in  comparison  with  other  tax- 
payers. In  my  experience  there  is  a very  strong 
opinion  among  persons  with  whom  I have  in  a long 
business  life  come  in  contact  as  to  the  inequality 
under  which  persons  suffer  who  are  called  upon  to 
pay  the  same  rate  of_  tax  upon  incomes  which  they 
are  earning  as  that  paid  in  respect  of  income  coming 
from  investments,  and  I consider  that  the  allowances 
in  this  respect  now  in  force  are  wholly  inadequate, 
and  believe  that  the  grievances  will  never  be  got  rid 
of  until  without  limit  the  rate  of  taxation  on  income 
earned  personally  iR  reduced  to  one-half  of  that  on 
income  from  investments. 

23.888.  (19)  In  my  experience  I have  also  found  a 
very  strong  feeling  among  married  persons  against 
having  their  respective  incomes  aggregated  for  assess- 
ment for  Income  Tax.  It  is  contended  that  this  is 
altogether  inconsistent  with  the  legislation  in  refer- 
ence to  the  separate  property  of  married  women,  and 
that  if  aggregation  of  income  for  the  purpose  of  the 
Income  lax  Act  is  supported  on  the  gi'ounds  of  each 
party  being  available  for  common  expenses  this 
should  be  made  to  apply  to  all  cases  where  persons 
having  separate  incomes  (such  as  brothers  and 
sisters,  parents  and  children,  and  others)  live 
together. 

[This  concludes  the  evidence-in-chief  of  Mr.  Budd.'] 

Randle  F.  W.  Holme  will  say : — 

23.889.  I am  a solicitor  and  a member  of  the  firm 
of  Godden,  Holme  and  Ward,  of  34,  Old  Jewry, 
London,  E.C.  2.  I have  given  some  attention  in 
recent  years  to  Income  Tax  law  and  practice.  I was 
invited  to  give  evidence  before  the  Consolidation 
Committee  on  consideration  of  the  Consolidating 
Bill  which  became  the  Income  Tax  Act,  1918,  and  I 
attended  all  the  meetings  of  that  Committee.  I was 
co-opted  a member  of  the  Committee  of  the  Council 
of  the  Law  Society  appointed  to  consider  the  evi- 
dence to  be  submitted  to  the  Royal  Commission,  and 
the  views  I express  have  their  general  approval. 

I do  not  propose  to  offer  any  evidence  on  the  im- 
portant questions  which  already  have  been  considered 
at  such  length  by  the  Commission,  and  on  some  of 
which  (such  as  Double  Income  Tax  within  the  Empire) 
evidence  will  be  offered  by  a member  of  the  Council 
of  the  Law  Society,  beyond  saying  that,  in  the  opinion 
of  the  Committee,  some  means  ought  to  be  found  to 
give  relief  to  hardships  which  undoubtedly  exist.  I 


desire  rather  to  direct  my  evidence  to  matters  of 
administration  and  procedure,  which  are  often  as 
vital  to  the  taxpayer  as  the  substantive  principles  of 
taxation  themselves. 

(1)  General  and  Additional  Commissioners, 
Assessors,  and  Collectors. 

23,890.  We  disagree  with  the  suggestions  which 
have  been  made  by  some  of  the  witnesses  who  have 
already  given  evidence  for  the  abolition  of  some  or 
all  of  these  functionaries.  This  suggestion,  we  submit, 
goes  to  the  root  of  the  principle  on  which  the  assess- 
ment and  collection  of  the  tax  is  based,  and  owing 
to  which  its  collection,  judging  from  our  experience 
has  hitherto  been  effected  with  so  little  friction! 
That  principle  is  that  the  assessment  of  the  tax  is 
not  made  by  the  Commissioners  of  Inland  Revenue, 
whose  function  it  is  to  receive  the  tax  when  assessed 
and  collected.  It  is  made  by  the  General  Commiss- 
ioners, the  Additional  Commissioners  and  their  staff, 
the  Assessors,  and  Collect  ora.  None  of  these  are 
servants  of  the  Inland  Revenue,  except  in  so  far  as 
advantage  has  been  taken  of  a section  (now  section 
84  of  the  Income  Tax  Act,  1918),  which  gives  them  the 
power  of  appointing  Collectors  under  certain  circum- 
stances. 

Suggestions  have  been  made  before  the  Commission 
for  the  setting  up  of  some  official  to  advise  and  assist 
taxpayers  in  making  their  returns.  The  witnesses 
who  made  that  suggestion  were  evidently  not  aware 
that  the  Assessors  already  exist  for  (inter  alia ) that 
very  purpose.  It  is  more  particularly  the  small  tax- 
payers, whose  voices,  though  numerous,  are  weak  and 
seldom  heard,  to  whom  the  Assessors  are  essential. 
The  large  taxpayers,  such  as  important  companies 
and  traders,  have  their  accountants,  who  settle  their 
Income  Tax  returns  direct  with  the  Surveyor  of 
Taxes  if  they  can,  and,  if  they  cannot,  give  notice 
of  appeal  and  fight  the  case  out  with  solicitors  and 
counsel.  They  and  their  clients  are  quite  able  to 
take  care  of  themselves.  If  the  office  of  Assessor  is 
to  be  combined  with  any  other  it  should  be  combined 
with  that  of  Collector,  as  is  already  the  case  in  many 
places,  including  the  City  of  London.  Possibly  in 
country  districts  it  might  be  combined  with  the  office 
of  Clerk  to  the  Local  Commissioners. 

As  regards  the  appellate  jurisdiction  of  General 
Commissioners,  we  consider  it  absolutely  essential 
that  this  should  be  retained  in  the  interests  of  the 
taxpayer. 

(2)  The  Special  Commissioners. 

23,891.  Rather  analogous  to  the  above  is  the 
anomalous  position  of  the  Special  Commissioners 
under  sec.  67  of  the  Income  Tax  Act,  1918.  As  is 
well  known,  a taxpayer  has  the  option  of  appealing 
on  most  Income  Tax  questions  to  the  Special  Com- 
missioners instead  of  to  the  General  Commissioners, 
and  in  many  cases  the  option  is  a valuable  one.  The 
General  Commissioners  may  be  rivals  in  the  trade  of 
the  appellant ; intricate  questions  of  law  may  be  in- 
volved, for  which  the  Special  Commissioners,  as  ex- 
perts, may  be  the  most  suitable  tribunal.  Although 
exercising  this  important  judicial  function,  stand- 
ing,  as  appellant  tribunal  without  appeal  from  their 
decisions  on  questions  of  fact,  between  the  Inland 
Revenue  and  the  taxpayer,  and  called  upon  fre- 
quently to  decide  questions  involving  enormous  sums 
of  money,  the  same  men  also  exercise  other  functions 
in  the  capacity  of  Inland  Revenue  officials.  1 urge 
that  these  conflicting  duties  should  not  be  reposed 
in  one  set  of  men.  Those  who  exercise  judicial  should 
not  also  be  called  upon  to  exercise  administrative 
functions — a distinction  which,  so  far  as  I know,  is 
carefully  preserved  in  all  other  judicial  bodies  in  this 
country. 

Then  as  to  their  selection : I should  like  to  preface 
what  I am  about  to  say  by  stating  that  we  are  for- 
tunate in  the  present  occupants  of  the  bench  of 
Special  Commissioners,  of  whom  I have  no  criticism 
to  make.  This  fact,  however,  should  not  blind  us  to 
the  defects  which  I suggest  exist  in  the  method  of 
their  appointment.  It  seems  illogical  that  there 
should  be  stringent  provisions  as  to  the  qualification 
of,  e,g.,  a county  court  judge,  whose  jurisdiction  is 


MINUTES  OF  EVIDENCE. 


1177 


20  November , 1919.]  Mr.  John  W.  Budd  and  Mr.  Randle  F.  W.  Holme.  [ Continued 


limited  to  quite  small  sums,  whereas  the  Special 
Commissioners,  who  have  jurisdiction  of  unlimited 
amount,  require  no  qualification  at  all.  They  have 
the  rights  and  duties  of  a judge  and  jury,  and  decide 
questions  of  fact  and  law  subject  to  an  appeal  to  the 
High  Court  on  questions  of  law  only.  Many  Special 
Commissioners  are  appointed  from  the  ranks  of  Sur- 
veyors or  Inspectors  of  Taxes,  which  is  undesirable, 
seeing  that  the  litigants  before  them  are  always  a 
Surveyor  or  Inspector  of  Taxes  or  his  representative 
on  ono  side  and  the  taxpayer  or  his  representative 
on  the  other.  In  our  opinion  no  one  should  be  eligible 
for  such  an  appointment  hut  a solicitor  or  barrister 
of  say,  ten  years  standing. 

(3)  Clerks  to  General  Commissioners. 

23.892.  These  should,  in  our  opinion,  be  solicitors 
or  barristers — preferably  solicitors,  seeing  that  the 
practice  of  a Clerk  to  Commissioners  except  in  largo 
towns  would  not  occupy  a man’s  whole  time,  and  is 
conveniently  combined  with  a solicitor’s  practice,  but 
not  with  that  of  a barrister.  General  Commissioners 
are  laymen,  and  it  is  important  that  they  should  be 
so  (unless  by  chance  a lawyer  is  sitting  on  the  bench 
in  his  private  capacity).  They,  therefore,  depend 
for  their  guidance  on  law  on  their  Clerk. 

(4)  Appeals  against  assessments. 

23.893.  The  time  limit  for  giving  notice  of  appeal 
against  an  assessment — twenty-one  days  after  the 
notice  of  assessment — is  far  too  short.  It  frequently 
happens  that  a taxpayer,  not  being  aware  of  tne  tune 
limit,  omits  to  give  notice  of  appeal  against  the 
assessment  in  time.  In  such  a case  there  is  no  power, 
even  in  the  High  Court,  to  extend  the  time.  As 
against  this,  additional  assessments  may  be  made 
within  three  years  after  the  end  of  the  year  of 
assessment.  The  time  limit  for  giving  notice  of 
appeal  should  be  extended,  and  the  High  Court, 
should  have  power,  for  good  grounds  shown,  still 
further  to  extend  the  time. 

(5)  Notes  of  appeals. 

23  894.  Frequently  benches  of  Commissioners,  both 
General  and  Special,  object  to  the  taxpayer  having  a 
shorthand  note  taken  of  the  proceedings,  and, 
although  permission  is  often  given,  it  is  generally  on 
condition  that  the  Clerk  is  supplied  with  a tran- 
script. The  alleged  reason  for  this  objection  is  that 
the  proceedings  are  private.  But  obviously  the 
privacy  is  in  the  interests  of  the  taxpayer,  and  not 
of  the  Crown,  and  if  the  taxpayer  has  no  objection 
to  publicity  there  can  be  no  reason  why  the  C rown 
should  object.  The  condition  of  supplying  a tran- 
script, though  it  may  sound  reasonable,  works  un- 
fairly, for  it  results  in  the  necessity  in  all  cases  of 
having  the  notes  transcribed,  often  at  large  expense, 
although  usually  a transcript  would  not  otherwise 
be  bespoken  unless  the  case  proceeded  to  appeal.  U1 
course  if  a Special  Case  is  demanded  a transcript  is 
properly  required  by  the  Commissioners.  Taxpayers 
should  be  allowed  to  take  such  notes  of  the  proceed- 
ings as  they  think  fit  unconditionally. 

(6)  Appeals  to  Nigh  Court. 

23  895.  The  provisions  in  section  149  of  the  Income 
Tax  Act,  1918,  sub-sections  (d)  and  (e),  are  u»neces- 
sarily  strict,  and  rather  difficult  to  comply  with.  The 
appellant  has  to  transmit  the  Case,  when  stated  and 
signed,  to  the  High  Court  within  seven  days  alter 
receiving  the  same,  and,  at  the  same  time,  or  before, 
to  send  notice  in  writing,  with  a copy  of  the  Case, 
to  the  other  party.  If  this  unnecessarily  complicated 
and  rather  unintelligible  rule  is  infringed  in  the 
least  degree  the  right  of  appeal  is  irrevocably  lost, 
and  oven  the  High  Court  has  no  power  to  extend 
the  time.  We  suggest  that  there  can  be  no  reason 
why  the  provision  should  not  be  made  simpler,  and 
the  High  Court  given  express  power  to  extend  the 
time  in  any  proper  case.  , 

As  regards  these  appeals  to  the  High  Court  tne 
rules  impose  no  time  limit  on  either  side  after  notice 
of  appeal  has  once  been  given.  This  enables  either 
side  to  delay  the  hearing  of  appeals  indefinitely,  and, 
though  I do  not  suggest  that  this  is  ever  done  by 


the  Inland  Revenue  deliberately,  great  delay  is,  in 
fact,  caused,  attributable  chiefly,  no  doubt,  to  the 
many  calls  on  the  time  of  the  Law  Officers.  It  is 
most  desirable  that  there  should  be  time  limits  fixed 
for  the  following  steps  in  the  procedure:  — 

(1)  submission  by  the  Special  or  General  Com- 

missioners of  the  draft  case  to  appellant ; 

(2)  return  of  draft  case  by  appellant; 

(3)  submission  of  draft  case  to  respondent; 

(4)  return  of  draft  case  by  respondent; 

(5)  final  settlement  and  signature  of  the  case  by 

the  Special  or  General  Commissioners; 

(6)  delivery  of  points  of  argument. 

The  parties  should  have  power  to  extend  these 
times  by  agreement,  and,  in  default  of  agreement, 
the  Revenue  Judge  should  have  power  to  extend 
them,  as  well  as  the  time  limits  already  imposed  by 
law.  When  appeals  have  once  been  set  down  arrange- 
ments should  be  made  for  hearing  them  during  tne 
same  or  the  following  term. 

(7)  Additional  assessments. 

23,896.  The  subject  of  additional  assessments  re- 
quires consideration  ( see  section  125  of  the  Income 
Tax  Act,  1918).  Until  the  year  1907  any  additional 
assessment  had  to  be  made  within  four  months  after 
the  end  of  the  year  of  assessment.  It  may  now  be 
made  at  any  time  within  three  years  after  the  end  of 
the  year  of  assessment.  This  is  in  most  cases  too 
long,  and  it  is  suggested  that  an  additional  assessment 
should  not  be  possible  later  than,  at  most,  one  year 
after  the  end  of  the  year  of  assessment,  except  where 
fraud  is  proved. 

The  provisions  of  the  section  dealing  with  addi- 
tional assessments  (which  provide  for  cases  where  the 
Surveyor  discovers  that  a person  has  been  under- 
charged in  the  existing  assessment)  should  be 
amended,  for  this  reason ; it  permits  an  additional 
assessment  where  the  only  discovery  made  by  the 
Surveyor  is  that  he  has  changed  his  mind.  This 
frequently  occurs  where  there  has  been  a change  of 
Surveyor.  The  new  Surveyor  looks  into  his  prede- 
cessor’s assessments  and  thinks  that  some  are  too 
low.  This  is  what  I refer  to  as  a change  of  mind, 
for  the  two  officials  must  be  regarded  as  one.  It 
is  not  fair  that  an  additional  assessment  should  be 
made  unless  any  fraudulent  return  or  concealment  is 
shown.  This  works  with  particular  hardship  in  the 
case  of  licensed  houses,  because  outside  London  the 
assessment  for  Licence  Duty  is  based  on  the  House 
Duty  assessment,  or,  failing  that,  the  Schedule  A 
assessment.  Having  regard  to  the  high  rate  of 
Licence  Duty  (which  in  the  case  of  a fully-licensed 
house  is  one-half  of  the  annual  value),  it  will  be 
seen  that  where  an  additional  assessment  is  made  it 
may  involve  large  payments  of  arrears  for  the  preced- 
ing four  years,  amounting  to  a sum  which  in  some 
cases  may  spell  ruin  to  the  taxpayer. 

(8)  Where  no  appeal  lies. 

23.897.  It  has  become  the  practice  in  modern 
Finance  Acts,  more  particularly  in  relation  to  Excess 
Profits  Duty,  to  leave  certain  matters  to  the  abso- 
lute discretion  of  the  Inland  Revenue.  This,  we 
submit,  is  a provision  which  can  never  be  justified. 
There  should  in  all  cases  be  a right  of  appeal  to  the 
General  or  Special  Commissioners  from  every  decision 
of  the  Inland  Revenue. 

(9)  Income  Tax  Act,  1918,  section  147. 

23.898.  There  is  an  extraordinary  provision  in  this 
section  for  a statement  of  Case  for  the  opinion  of  the 
Commissioners  of  Inland  Revenue.  I cannot  say 
that  this  section  has  caused,  in  my  experience,  any 
grievance,  for  I have  never  known  it  acted  on.  On 
the  face  of  it,  however,  the  provision  is  absurd,  for 
it  means  that  after  a case  has  been  argued  before 
General  or  Special  Commissioners,  the  taxpayer  being 
the  appellant  and  the  Commissioners  of  Inland 
Revenue  the  respondents,  the  latter  may  require  the 
matter  to  be  referred  to  themselves  for  their  final 
decision.  I can  see  no  reason  why  this  extraordinary 
provision  should  be  left  on  the  Statute  Book.  The 
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words  at  the  end  of  the  section.  “ subject  to  any 
relevant  provisions  of  this  Act  relating  to  the  state- 
ment of  a Case  for  the  opinion  of  the  High  Court.” 
which  were  put  in  as  the  result  of  my  protests  before 
the  Consolidation  Committee,  may  or  may  not  meet 
the  case,  for  it  is  not  certain  that  there  cure  any 
relevant  provisions. 

(10)  Exemptions  or  abatements. 

23.899.  Any  question  as  to  whether  a taxpayer  is 
or  is  not  entitled  to  exemption  or  abatement  should 
be  made  a subject  matter  for  appeal  to  the  General 
or  Special  Commissioners  in  the  same  way  as  the 
question  of  the  amount  of  the  assessment. 

(11)  Dividend  vouchers. 

23.900.  A uniform  counterfoil  attached  to  divi- 
dend warrants  issued  by  Government,  corporations, 
and  joint  stock  companies  should  be  made  compulsory, 
showing : — 

(a)  amount  of  stock,  loan  or  shares  on  which 

dividend  is  paid; 

( b ) amount  and  rate  of  dividend; 

(c)  amount  and  rate  of  Income  Tax  deducted; 

(d)  period  covered; 


(e)  if  dividend  “ free  of  tax  ”,  the  gross  amount 
after  adding  the  tax  payable  by  the  com- 
pany or  corporation.  These  vouchers  are 
required  to  be  produced  when  claiming 
returns  of  tax. 

I produce  specimen  forms  as  examples,  omitting  the 
names  of  company  and  shareholder : — 

(a)  a specimen  form  which  meets  all  the  above 

requirements ; 

(b)  a less  satisfactory  form,  since  it  leaves  the 

taxpayer  to  make  the  calculation  of  the 
amount  of  tax  deducted;  and,  although  it 
gives  the  materials  for  the  calculation,  it 
may  not  be  a very  easy  calculation  in  the 
case  of  a holding  of  stock  of  au  odd 
amount ; 

(c)  a very  unsatisfactory  form  involving  calcu- 

lations up  to  three  places  of  decimals. 
The  above  are  all  cases  where  tax  is  deducted. 

(d)  This  is  a case  of  dividend  paid  “ free  of  tax,” 

and  also  involves  a calculation  in  order  to 
ascertain  the  amount  of  tax  reclaimable  up 
to  three  points  of  decimals. 


EXAMPLE  A. 


3*  per  cent.  PERPETUAL  DEBENTURE  STOCK. 


Upon  £5,000  Stock 

Levs  Income  Tax  at  6s. 


INTEREST  to  5th  OCTOBER,  1919. 
At  the  rate  of  3£  per  cent,  per  annum. 


£ 

s. 

d. 

87 

10 

0 

26 

5 

0 

61 

5 

0 

Proprietor's  Name 

I hereby  certify  that  I hare  deducted  from  this  Interest  the  amount  of  Income  Tax  stated  above,  and  have 
paid  or  will  pay  the  same  to  the  Inland  Revenue. 


Secretary. 


EXAMPLE  B. 
No 


gStS 

lls 

aa  rj  « 


-s  03  a> 
f-t  ui  £ 
■pog 
8' 

T 

n o+=  g 
oj-p»  o g 

rQrCJ  ® Sh 

03  rt 
03^3  03  t> 
£ ^ 
” " fro 

03  ® 

O «* 

g-SU"3 

•25-8 


Dear  Sir  or  Madam, 

Herewith  I have  the  pleasure  to  hand  you  a Warrant  for  the  interest  on  your  holding  of  Debenture  Stock  as 
under  for  the  six  months  ending  the  30th  June,  1919,  less  Income  Tax,  which  mil  be  paid  by  the  Company  to  the  proper 
officer  for  receipt  of  Taxes. 


Yours  faithfully, 


Secretary. 


Holding. 

— 

£1,500 

4 per  cent.  Debenture  Stock  at  £2  0 0 per  £100  Stock 

12  0 Tax  at  6s.  in  £ 

£18  0 nett  

4i  per  cent.  Debenture  Stock  at  £2  5 0 per  £100  Stock 

13  6 Tax  at  6s.  in  £ 

£1  11  6 nett  

pq 


)0ME  Tax  Claims. — As  the  Inland  Revenue  Department  will  accept  this  certificate  as  a youv  e ‘ f 

Income  Tax  it  should  be  carefully  preserved  by  stockholders  claiming  relief.  An  application  1 P 
this  voucher  must  be  accompanied  by  a fee  of  la. 
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EXAMPLE  C. 


No 

ANNUITY,  CLASS  « B.” 


Memorandum  of  the  amount  of  Annuity  paid  to  an  Annuitant’s  Banker. 


List  No 

ANNUITY  for  the  six  months  ended  31st  March,  1918,  in  respect  of  £26  0 0 Annuity,  Class  “ B,”  less  ^ 

INCOME  TAX  at  5s  0 d.  in  the  £,  on  that  part  of  the  half-year’s  Annuity  liable  to  tax  as  / £g  u u 
per  margin  (=3s.  10  71 1 . in  the  £)  ; MANAGEMENT  at  Id.  in  the  £,  under  Section  34  >■-  , . 
of  Act  42  and  43  Vic.  cap.  206,  and  SINKING  FUND  at  Is.  4 d.  in  the  £,  under  Section  23  \ 
of  same  Act,  both  on  the  full  amount  of  the  half-year’s  Annuity. 


I'm  o 


o o 


Name  of  Annuitant 

N B —I  certify  that  the  INCOME  TAX  has  been  retained  at  the  India  Office,  for  payment  to  the  Commissioners  of  Inland  Revenue 
Somerset  House,  London.  Annuitants  claiming  repayment  of  Income  Tax  are  requested  to  forward  this  portion  of  the  Wariant 
together  with  their  claim,  to  the  Commissioners,  as  above,  who  will  accept  the  same  as  a Certificate  of  the  deduction  made 
herein. 


Secretary. 


This  Memorandum  should  be  forwarded  to  the  Annuitant  by  the  Banker. 


EXAMPLE  D. 

FINAL  DIVIDEND  FOR  THE  FINANCIAL  YEAR  ENDED  ON  31st  MARCH,  1919 


PAYABLE  ON  OR  AFTER  THE  1st  AUGUST,  1919 


£ s.  d. 

Dividend  and  Tax)  7 1-714 

per  £10  share j 

Less  Tax 2 1-714 


5 0 150  Shares,  £10  paid  up,  at  5s.  0 d.  per  share.  £37  10s.  0 d 


'This  part  of  the  Sheet  should  be  detached  and  retained  by  the  Shareholder. 

I hereby  certify  that  the  Income  Tax  (at  the  rate  of  6s.  in  the  pound)  on  the  amount  of  this  Dividend  has  been,  or  will  be,  duly 
paid  by  the  Company  to  the  Inland  Revonuc  Authorities,  who  will  accept  this  Statement  as  a Voucher. 


(12)  Lack  of  co-ordination  between  Inland  Revenue 
officials. 

23,901.  Unnecessary  expense  and  trouble  are  caused 
to  taxpayers  in  this  respect,  of  which  I will  give  two 
instances.  On  the  4th  of  April,  1919,  judgment  was 
given  by  the  Revenue  Judge  on  an  important  ques- 
tion relating  to  brewers’  Excess  Profits  Duty,  decid- 
ing that  they  we/e  entitled  to  make  a certain  deduc- 
tion which  had  been  disputed.  This  affected  most 
brewers  and  brewing  companies  throughout  the  king- 
dom. In  spite  of  this  decision,  against  which  the  In- 
land Revenue  did  not  appeal,  many  Surveyors  and  In- 
spectors of  Taxes  throughout  the  country  continued 
to  raise  the  question,  and  we  found  that  they  had 
not  been  instructed  of  the  effect  of  it,  and  many  of 
those  who  had  been  instructed  declined  to  act  on  it, 
on  the  ground  that  it  might  be  taken  to  a higher 
court,  although,  in  fact,  the  time  for  appealing  had 
passed,  and  it  was  not  the  intention  of  the  Inland 
Revenue  to  take  the  case  further.  I urge  that  some 


Secretary  and  General  Manager. 

system  should  be  devised  by  which  representatives  of 
the  Inland  Revenue  throughout  the  country  should  be 
kept  informed  of  important  decisions  or  alterations 
in  the  law  affecting  Income  Tax. 

Recently  another  instance  came  to  my  notice.  In 
an  appeal  before  the  Special  Commissioners  on  the 
19th  July,  1917,  the  appellants  were  represented  by 
myself,  and  the  Inland  Revenue  by  an  Inspector  of 
Taxes.  The  appeal  related  to  a deduction  claimed 
affecting  both  freehold  and  leasehold  houses,  and  the 
Inspector  expressly  conceded  the  appellants’  claim  as 
regards  leaseholds,  and  the  case  was  consequently  con- 
tested only  in  respect  of  freeholds.  The  Special  Com- 
missioners decided  against  the  appellants,  who 
appealed  to  the  High  Court,  where  the  appeal  suc- 
ceeded. Subsequently  another  Inspector  of  Taxes 
raised  the  point  that,  as  the  decision  of  the  High 
Court  did  not  deal  with  leasehold  deductions,  they 
could  not  be  allowed,  showing  that  he  was  not  aware 
of  the  reason  why  the  leasehold  question  was  not 
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brought  before  the  High  Court — namely,  that  it  had 
beeu  abandoned  by  the  Inland  Revenue  before  the 
Special  Commissioners.  I urge  that  no  such 
ignorance  on  the  part  of  one  official  of  an  admission 
made  by  another  should  be  possible. 

[ This  concludes  the  evidence-in-chief  of  Mr.  HoZme.] 

23.902.  Chairman : Mr.  Budd  and  Mr.  Holme,  you 
have  each  prepared  a paper.  On  some  points  there 
are  ditierences;  Mr.  Holme  touches  something  which 
Mr.  Budd  does  not  touch;  but  would  you  like  the 
papers  to  be  taken  together,  and  then  to  be  examined 
on  them  generally  ? — (Mr.  Budd ) : As  your  lordship 
pieases. 

23.903.  Those  points  which  the  Commissioners  ask 
you,  you  can  answer  according  to  whichever  paper  is 
concerned,  but  the  two  papers  are  nearly  alike,  except 
on  some  little  points.  l think  we  will  take  your 
papers  as  one,  practically,  and  then  you  will  be 
examined  on  them. — If  you  please. 

23.904.  Mr.  JLerly : Mr.  Budd,  1 will  take  your 
paper  nrst,  if  1 may.  Your  first  point,  I think,  is  that 
there  should  be  an  appeal  on  fact  as  well  as  on  lawf — 
Yes;  or,  rather,  that  the  Commissioners  should  not 
draw  inferences  of  fact;  that  they  should  state  the 
facts  themselves,  and  the  documents,  upon  which  they 
rely. 

23.905.  Then  you  suggest  some  sort  of  limited  appeal 
on  fact? — Yes. 

23.906.  You  only  refer  in  terms  to  Special  Commis- 
sioners, but  I suppose  you  would  say  the  same  thing 
of  appeals  from  General  Commissioners? — Yes. 

23.907.  It  would  be  very  difficult,  would  it  not,  to 
limit  an  appeal  on  facts  by  allowing  the  Court,  for 
instance,  as  I gather,  you  suggest,  to  draw  its  own 
inference  of  fact  from  either  documents  or  admitted 
facts? — Yes. 

23, 90S.  But  that  is  what  you  suggest? — Yes. 

23.909.  It  might  be  feasible,  though  I am  afraid  it 
would  be  difficult.  What  do  you  say  to  a proposal 
that  has  been  made  before  us,  that  a shorthand  note 
should  be  taken  of  the  evidence  before  the  Cornmis 
sioners,  and  that  that  should  be  attached  to  the  case? 
You  follow  that  that  would  give  an  opportunity  to 
the  appellants  of  saying,  first,  there  was  no  evidence 
to  support  a particular  finding,  and  therefore  in  law 
it  is  a wrong  finding;  but  it  would  not  allow  the 
appellate  Court  to  judge  of  the  weight  of  evidence,  if 
there  were  evidence.  How  far  do  you  think  that 
would  meet  your  difficulty? — I think  it  would  be  very 
convenient. 

23.910.  Further,  as  an  experienced  lawyer,  you 
would  probably  appreciate  the  fact  that  the  evi- 
dence is  to  be  recorded  and  passed  on,  in  some  cases 
might  have  an  operation  upon  the  findings  of  fact. 
It  would  lead  to  great  care  in  seeing  that  the  facts 
found  were  really  justified  by  the  evidence? — My  sug- 
gestion as  to  that  arises  mainly  in  regard  to  cases 
upon  what  is  or  is  not  capital  expenditure.  On  that 
I think  there  have  been  inferences  of  fact,  in  some 
cases,  which  were  incorrect. 

23.911.  Of  course,  it  is  desirable  that  the  Commis- 
sioners should  do,  as  has  occasionally  been  done,  state 
certain  facts,  and  then  state,  as  a separate  conclusion, 
the  inferences  which  they  draw  from  them? — Yes. 

23.912.  YTour  next  point  is  that  you  object,  on  public 
grounds,  to  the  taxation  of  non-residents? — I am  call- 
ing attention  to  the  effect  of  it  at  the  present  moment 
I think  it  is  very  important  in  its  effect  *upon  our 
export  trade.  There  are  a very  large  number  of  com- 
panies in  this  country  in  which  a considerable  portion 
of  capital  is  held  abroad  by  non-residents.  I do  not 
use  the  word  “foreigners,”  but  “non-residents.” 
With  the  high  taxation  at  present  in  force  in  England, 
it  is  easy  to  acquire  a controlling  influence  in  English 
companies,  and  it  is  going  on  on  a very  large  scale  at 
present.  Take,  for  instance,  a company  with  shares  of 
about  £10  nominal  value,  doing  well,  and  the  shares 
ruling  in  the  market  at  about  £15.  Non-residents 
can  afford  to  buy  those  shares,  and  do  buv  them,  so  as 
to  get  half  the  shares  plus  one.  a controlling  interest, 
by  offering  to  English  shareholders  a sum  largely  in 
excess  of  what  they  could  get  by  a sale  in  this  country, 
nnd  I have  known  many  casps  of  that  kind  occurring. 
They  make  proposals  to  the  directors  that  if  they  can 


buy  half  of  the  shares  plus  one,  they  will  take  the 
shares.  1 am  giving  you  an  example ; it  is  not  a real 
case,  but  it  is  very  near  to  a great  many  cases  that  1 
know,  where  shares  have  been  selling  in  this  market 
at  about  £15,  and  non-residents  can  afford  to  give 
£20,  that  is  to  say,  £5  more,  or  perhaps  £3  or 
£4  more,  and  they  buy  up  the  shares  and  get  the  con- 
trolling interest,  and  away  goes  from  England  the 
whole  of  the  business  for  supplying  rolling  stock  and 
materials  and  everything  in  this  country ; and  all  the 
mercantile  business  connected  with  it,  freights  and 
everything;  they  go  right  away.  1 have  known  com- 
panies in  which  all  the  supplies  have  been  taken  to 
Belgium  and  France,  and  other  places,  where  the 
taxation  has  not  been  so  high  as  in  England,  and  I 
think  that  is  having  a very  detrimental  effect  on  the 
export  trade  of  the  country.  It  comes  before  me  so 
much  that  I know  it  is  going  on  very  largely. 

23.913.  I gather  that  what  you  have  in  miiid  is  the 
case  of  a company  carrying  on  business  abroad,  which 
has  its  control  in  England? — Yes. 

23.914.  And  you  desire  that  the  control  should  be 
kept  here? — Yes. 

23.915.  And,  for  that  purpose,  you  suggest  that 
foreign  or  non-resident  shareholders  in  the  English 
company  should  be  relieved  from  tax  upon  their  divi- 
dends?— Should  have  some  consideration  given  to 
them,  to  prevent  what  is  going  on  now.  I think  the 
Revenue,  in  the  long  run,  would  lose  more  by  uphold- 
ing the  present  system  than  they  would  by  making  a 
concession.  I may  be  wrong,  but  I see  it  going  on  to 
a very  large  extent. 

23.916.  We  have  had  other  evidence  about  that.  Do 
you  suggest,  generally,  that  a non-resident  who  draws 
an  income  from  England,  from  business  carried  on  in 
England,  should  not  pay  tax? — A business  controlled 
in  England,  carried  on  abroad. 

23.917.  Then  you  would  limit  it  to  a business  which, 
though  controlled  in  England,  is  carried  on  abroad? — 
Yes;  that  is  where  the  injury  is  at  present. 

23.918.  It  would  be  very  difficult  to  devise  a scheme 
which  would  release  the  shareholders  you  have  in  view, 
but  would  still  tax  shareholders  interested  in 
businesses  actually  carried  on  in  England? — I do  not 
think  it  is  beyond  the  wit  of  man  to  distinguish  them. 

23.919.  It  would  be  of  great  assistance  if  you  could 
suggest  to  us  a practical  scheme,  say,  a draft  clause. 
If  you  think  you  can  do  it,  or  if  some  of  the  gentle- 
men associated  with  you  could,  you  might  forward 
such  a scheme,  because  it  is  the  difficulty  of  formulat- 
ing the  necessary  clauses  which  really  introduces  one 
to  the  substantial  difficulties? — It  does  not  apply  to 
companies  whose  undertaking  is  in  this  country ; I 
would  not  suggest  that  it  should.  But  when  a great 
part  of  the  undertaking  is  abroad,  and  supplies  are 
wanted  for  that  undertaking,  it  seems  to  me  that  it 
would  not  be  difficult  to  arrange  that  some  relief 
should  be  given  to  those  non-resident  shareholders. 

23.920.  In  paragraphs  7 to  14  of  your  evidence-in- 
chief you  object  to  the  decisions  which  have  been 
given,  that  where  a foreign  manufacturer  is  selling  his 
goods  over  here,  he  should  be  taxed  on  the  ground 
that  he  is  carrying  on  a trade  within  this  country?— 
Yes.  I think  we  are  driving  away  a great  deal  of 
business  in  that  way.  I do  not  know  whether  it 
should  not  be  applied  not  only  to  sales,  but  to  pur- 
chases in  this  country,  because  a man  may  be  treated 
as  carrying  on  business,  even  if  he  purchases  things 
in  this  country.  I have  known  many  cases  in  which 
large  undertakings  abroad  have  mado  arrangements 
for  establishing  a general  agency  in  this  country,  and 
I think  if  they  had  done  so  a great  deal  of  trade 
would  have  attached  to  those  establishments,  but 
when  they  came  to  consider  the  effect  of  the  Income 
Tax  upon  them  they  have  given  it  up  at  once.  I have 
had  many  cases  of  that  kind  before  me. 

23.921.  Have  you  ever  known  of  a case  where  a 
foreign  consumer,  buying  in  this  country  for  export, 
has  been  charged  on  the  ground  that  he  is  carrying 
on  a trade  here? — No. 

23.922.  At  present  the  test  is  whether  he  sells 
within  this  country? — Yes. 

23.923.  Do  you  suggest  that  a foreign  manu- 
facturer who  regularly  sells  his  product  in  England 
is  not  carrying  on  a trade  in  England? — I do  not 


MINUTES  OF  EVIDENCE. 


1181 


20  NovemUr,  1919.]  Mil.  John  W.  Bcdd  and  Me.  Randle  F.  W.  Holme. 


[ Continued . 


suggest  that  he  is  not  carrying  on  trade  in  England; 
he  is  doing  something  in  England;  he  may  not  be 
earning  any  money  at  all.  . ..  iit 

23  924  He  must  be  earning  a mei chant  b pioht, 
must  he  not?— It  does  not  follow.  He  does  not  make 
his  profit  where  he  Bells  his  goods.  He  makes  Ins 
goods  and  he  sells  them ; I do  not  think  he  m making 
his  profits  here,  because  he  happens  to  sell  them 
here  rather  than  in  France  or  in  any  other  no™41?' 

23,925.  Do  you  soy  that  he  makes  the  whole  of 
his  profit  at  his  factory,  then  ?— Substantially,  m 
most  cases,  because  there  is  a world  price  for  Ins 
goods.  A great  many  articles  have  got  a world  price, 
subject,  of  course,  to  exchange. 

23,920.  I do  not  think  I will  discuss  that  De- 
position with  you.  It  would  be  a considerable  hard- 
ship upon  an  English  manufacturer  if  “ 
could  bring  in  and  sell  goods,  in  eempetitmn  mth 
him,  without  paying  tax,  would  it  not?— Yes,  I think 
it  might  be:  it  depends  very  much  upon  the  goods. 

23  927  We  cannot  distinguish  between  one  class 
of  goods  and  another.  Are  you  not  rather  oppressed 
with  the  fact  that  there  are  particular  hardships. 

~23°928l5One  has  to  legislate  for  the  general  case; 
you  cannot  deal  with  particular  hardships ; and  is  it 
not.  the  particular  hardship  of  dealing  in  some 
special  class  of  goods,  which  is  oppressing  your  mind? 
Let  me  put  a general  question  to  you.  In  paragraph 
3 you  say  ■ “ The  question  where  a trade  is  exercised 
is  a question  of  fact,  and  does  not  depend  on  any 
legal  principle.”  Is  that  rightP-I  do  not  know  that 
there  is  any  legal  principle  to  say  where  a tiade  is 

exercised.  . , . 

23  929  If  the  same  set  of  circumstances  is  con- 
stantly coming  up,  and  the  question  is  what  is  the 
proper  inference  from  those  circumstances,  that 
inference  seems  to  me  to  be  law,  and  not  fact?  1 
sliould  not  like  to  commit  myself  to  such  a general 

PT9ao:°Dryou1uggcst  that  it  would  bo  desirable 
that  one  body  of  Commissioners,  from  the  same  set 
of  facts,  should  be  at  liberty  over  and  over  again  to 
di  aw  a different  inference  from  that  which  anothei 
body  of  Commissioners  would  draw?— No,  I do  not 
suggest  that.  . 

23  931.  Then  that  paragraph  means,  because  tnere 
is  a ’question  of  principle  behind  it,  and  that  is  law, 
is  it  not?— I think  we  are  dealing  with  a very  theo- 
retical thing.  The  question  as  whether  a man  should 
lie  taxed  in  this  country  on  the  ground  that  he  is 
carrying  on  trade,  when  he  merely  sells  an  article 

here,  or  buys  it.  . 

23  932.  That,  you  will  agree,  is  a question,  ana 
a very  important  question,  of  principle?— 1 oil  are 
asking  about  specific  instances.  Take  the  nitrate 
trade7  for  instance,  that  I know  something  about. 
Nitrate  can  be  sold  on  the  coast,  and  the  prices  toi 
it  in  every  great  market,  such  as  Hamburg,  Antwerp 
or  London  or  the  coast,  are  all  regulated  by  cable. 
There  is  no  difference  of  price.  A man  does  not  gain 
anything  because  he  sells  here.  It  may  be  more  con- 
venient for  him  to  do  it,  and  better  for  English  trade 
that  he  should  do  it,  but  there  is  no  difference  in 
price.  A man  does  not  sell  that  particular  article 
any  better  because  he  sells  it  here ; lie  does  not  ge 
a penny  more  on  the  market  for  it;  therefore  he  is 
not  making  any  profit  here. 

23  933  I gather  that  what  you  are  now  saying  to 
us  is  that  where  there  is  a world  price,  which  is  the 
same  at  the  place  of  production  as  at  the  place  of 
disposition,  the  proper  inference  is  that  there  is  no 
selling  profit? — There  is  no  selling  profit. 

23,934.  That  is  a proposition  of  a very  general 
character,  is  it  not?— There  may  be  no  selling  profit 
here  at  all  in  many  trades.  I give  you  only  the 
instance  of  one  where  I know  that  there  is  no  selling 
profit  here.  A great  many  of  those  large  foreign 
undertakings  have  been  prevented  or  frightened  from 
making  an  agency  here  which  would  bring  advantage 
to  the  country,  from  the  fact  that  the  mere  selling 
in  this  country  would  make  them  liable  to  tax. 


23.935.  What  is  there  to  prevent  the  producer,  in 
such  a case,  selling  free  on  board  in  Chile  ? — Nothing ; 
he  does  now ; he  does  not  come  here. 

23.936.  Chairman  : The  nitrate  industry  is  a very 

highly  organised  trade  in  this  country?  Yes,  it  is, 
no  doubt.  , . 

23.937.  And  it  is  a very  highly  organised  trade  in 
Germany? — Yes. 

23.938.  The  value  of  the  nitrate  is  in  the  manner 
in  which  it  is  sold  in  Germany  and  in  England,  is 
it  not?  They  train  a very  big  selling  staff  here, 
and  an  organisation  which  goes  right  down  to  the 
farmer  ? — I do  not  think  there  is  any  more  organisa- 
tion in  this  country  than  they  have  at  Hamburg  or 
at  Antwerp  or  on  the  coast. 

23.939.  They  have  powerful  organisations  for  dis- 
persal of  the  "nitrate,  and  that  makes  its  value  to  a 
large  extent,  does  it  not?— We  have  had  many  cases 
where  nitrate-producing  establishments  in  Chile  have 
refrained  from  setting  up  agencies  in  this  country, 
on  the  ground  that  they  may  be  charged  on  the  profit 
of  their  industry. 

23.940.  Have  you  any  actual  proof  on  that  point? 
—Only  the  proof  of  experience. 

23.941.  That,  of  course,  is  a proof;  and  you  know 
from  experience  that  that  is  the  case?  Yes. 

23.942.  That  they  have  refrained  from  shipping 
nitrates  to  England?— No,  I do  not  say  shipping 
nitrates.  That  is  quite  a different  thing.  It  goes  to 
the  place  where  it  is  wanted.  But  I am  talking  about 
selling  nitrates. 

23.943.  Of  course,  if  they  sell  they  would  have  to 
ship,’  would  they  not?— Yes,  but  it  may  be  shipped 
to  any  place,  if  it  is  sold  here  or  wherever  it  is  sold. 

23.944.  Do  you  know  cases  where  people  in  Chile 
have  refrained  from  selling  to  England  because  of 
the  Income  Tax?— They  have  refrained  from  having 
a general  agent  in  this  country;  that  is  all  I say. 
They  sell  through  brokers;  that  is  very  simple. 

23.945.  Mr.  Kerly : What  national  loss  is  there 
!,  reason  that  the  nitrate  companies  sell  through 
brokers  instead  of  having  their  own  agency  or  a sub- 
sidiary company  here? — If  they  had  a general  agent 
here  no  doubt  he  would  arrange  all  the  shipping 
through  this  country.  He  would  arrange  all  the 
supply  of  material  that  they  want,  machinery,  and 
everything  of  that  kind.  If  he  does  that  in  Antweip, 
no  doubt  the  contracts  for  the  machinery  and  every- 
thing they  want  go  to  Belgium.  If  he  does  it  at 
Hamburg,  they  go  to  Germany.  If  he  does  it  any- 
where else  they  follow  the  general  agency. 

23.946.  We  seem  to  have  gone  back  to  something 
else.  What  you  really  want  is  that  the  nitrate-pro- 
ducing company  should  be  managed  and  controlled 
from  England.  Is  not  that  it?— Not  only  that.  I 
am  not  talking  only  about  companies  where  they 
are  managed  and  controlled  in  England,  in  which 
case,  of  course,  all  the  incidental  advantages  go  with 
the  control  here.  I am  thinking  of  a large  numbei 
of  companies  which  are  not  controlled  here,  which  are 
controlled  from  abroad,  and  will  hesitate  about  having 
a general  agency  here.  It  does  not  apply  to  nitrates 
only.  I only  give  you  that  instance  because,  possibly, 

1 am  more  behind  the  scenes  in  that  class  of  company 
than  in  others. 

23.947.  Is  your  suggestion  that  if  a foreign  pro- 
ducer is  able  to  sell  directly  in  England  he  is  more 
likely  to  set  up  an  organisation  over  here  to  buy 
his  materials  and  to  conduct  his  general  business, 
than  if  lie  were  not  able  to  have  a selling  agency?— I 
call  him  a geucral  agent.  The  foreign  producer  can 
get  a selling  agent  merely  by  employing  a broker. 

23.948.  I will  pass  on.  In  your  paragraph  15, 
you  make  a suggestion  that  it  is  a grievance  that  a 
company  producing  nitrate  should  not  be  allowed  to 
charge  the  capital  expenditure  due  to  the  consump- 
tion "of  their  product? — Yes. 

23  949.  How  could  you  distinguish ?— I think  there 
has  been  a good  deal  of  reference  before  this  Com- 
mission to  the  Alianza  case.  The  nitrate-producing 
companies  are  companies  who  take  the  raw  material, 
boil  it  up  and  extract  from  it  the  nitrate.  J hey  are 
a producing  company.  The  raw  material  lies  almost 
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on  tlie  surface;  the  exact  quantity  of  it  can  very 
easily  be  measured;  there  is  no  difficulty  about  it 
at  all;  but  if  there  were  two  companies,  one  owning 
the  raw  material  and  the  other  manufacturing  it, 
of  course  the  manufacturing  company  would  pay  for 
the  raw  material,  and  would  charge  the  cost  of  the 
raw  material  to  its  manufacture.  It  is  more  con- 
venient for  them  to  hold  the  two,  but  then  they  a-re 
not  allowed  to  charge  in  their  profit  any  cost  of  the 
raw  material  which  they  take  out  of  their  own  land. 
They  buy  it  in  gross,  so  to  speak,  and  they  have  a 
large  quantity  of  it  there  which  they  use  from  time 
to  time.  It  is  all  raw  material,  and  if  it  was  bought 
in  the  market,  instead  of  being  taken  out  of  their 
own  land,  they  would  be  entitled  to  charge  the  cost 
of  the  raw  material  to  the  profit  that  they  made  out 
of  the  manufacture. 

23.950.  We  are  familiar  with  this  phase  of  the 
wasting  asset  question.  The  case  to  which  you  refer 
is  the  case  of  the  Alianza  Company,  Limited,  v.  Bell, 
which  is  reported  in  Law  Reports,  1906,  Appeal  Cases, 
at  page  18  P — Yes. 

23.951.  Your  suggestion  is  that  the  nitrate  should 
be  treated  as  goods  purchased  for  manufacture  and 
resale? — As  raw  material  used  up,  and  an  allowance 
for  that  raw  material  used  up  should  be  made  in  the 
accounts.  I know  it  cannot  be  done  under  the  law 
as  it  stands. 

23.952.  Everybody  appreciates  that  that  is  a hard 
case? — A very  hard  case. 

23.953.  The  question  is,  can  it  be  distinguished 
from  the  ordinary  case  of  minerals  bought  in  the  form 
of  a mine? — I think  it  could,  easily. 

23.954.  On  what  ground — on  the  ground  that  it  is 
possible  to  form  a fairly  satisfactory  and  certain 
estimate  of  the  quantity  of  stuff  that  the  company 
has  to  deal  with? — On  the  ground  that  it  is  raw 
material,  and  that  you  can  measure  the  amount  of 
raw  material  used,  and  the  value  of  it  as  it  is  put 
into  the  oficina.  When  it  is  taken  out'  of  the  ground, 
you  can  measure  it  exactly,  just  in  the  same  way  as 
if  it  was  any  other  raw  material. 

23.955.  I have  suggested  capacity  for  measurement 
as  the  test,  but  you  go  further  than  that,  and  you 
are  apparently  not  satisfied  with  it.  How  do  you 
distinguish  such  a case  from  a coal  mine? — In  the 
case  of  nitrate  you  have  the  actual  raw  material 
that  you  can  measure  and  value.  Every  bit  of  raw 
material  that  is  used  you  can  value. 

23.956.  How  does  that  differ  from  coal  which  is 
produced  for  coking,  say? — Manufacturers,  as  a rule, 
do  not  use  their  own  coal;  they  buy  their  coal. 

23.957.  In  paragraph  18,  you  suggest  that  unearned 
income  should  be  taxed,  not  at  a slightly  higher  rate, 
but  at  double  rate? — I suggest  that  earned  income 
should  be  taxed  at  half  rate. 

23.958.  That  comes  to  the  other  thing,  does  it  not  ? — 
AU  these  questions  arise  upon  the  question  of  wastage 
or  wasting  material.  When  you  are  dealing  with  a 
professional  man,  he  is  wasting  his  power  of  earning 
his  living,  and  I consider  an  allowance  ought  to  be 
made  for  that  wasting  material  in  this  way.  It  is 
a very  hard  case.  Take  a professional  man  earning 
about  £4,000  a year  and  not  having  had  time  to  save 
much  money;  he  has  to  pay  now  upon  his  income, 
6s.  in  the  £ ; that  is  £1.200 ; then  he  has  to  pay  Super- 
tax. I say  that  there  is  no  proper  allowance  in  that 
for  the  wasting  material.  It  is  only  a short  time 
that  a man  has  got  to  work,  and  there  ought  to  be 
an  allowance. 

23.959.  The  proposition  that  you  are  putting  for- 
ward is  quite  familiar  to  me,  and  I think  to  the  Com- 
mission. But  have  you  considered  that  there  are 
some  difficulties  about  your  proposal?  Take  your 
professional  man.  He  has  to  save  for  his  family  and 
for  his  own  old  age? — Yes. 

23.960.  He  pays  Income  Tax  upon  his  savings? — 
Upon  the  income  arising  from  his  savings? 

23.961.  The  savings  are  made  out  of  the  income  on 
which  he  has  paid  Income  Tax? — Yes. 

23.962.  Further  than  that,  when  he  lias  invested 
his  savings,  he  has  got  to  pay  Income  Tax  upon  the 
income  so  produced? — Yes. 

23.963.  Do  you  desire  that  he  should  pay  a double 
rate?- — I think  he  ought  to  pay  upon  his  investments 
the  same  Income  Tax  as  everybody  else  does ; blit 


I think  upon  what  he  earns  year  by  year  he  ought  to 
have  an  allowance  for  his  wasting  capital. 

23.964.  I suggest  to  you  that  when  a professional 
man  is  becoming  elderly,  and  the  income  from  his 
savings  is  becoming  more  important  to  him  than  his 
annual  income,  he  would  feel  it  a great  hardship 
that  he  should  have  to  pay  double  Income  Tax  on 
money  which  he  has  earned  himself? — I do  not  follow 
the  double  Income  Tax. 

23.965.  I do  not  think  I can  make  it  plainer. 
Mr.  Holme,  I would  like  to  ask  you  a few  questions. 
I gather  that  you  agree  with  Mr.  Budd  that  the  City 
has  been  very  fortunate  in  the  administration  of 
Income  Tax  assessment  and  collection? — (Mr. 
Holme) : Yes. 

23.966.  And  Mr.  Budd  gives  reasons,  with  which 
I have  no  doubt  you  will  agree? — Yes. 

23.967.  I want  to  ask  you  one  or  two  questions 
about  the  actual  working.  You  desire  that  the  whole 
apparatus  of  General  and  Additional  Commissioners, 
Assessors  and  Collectors,  should  be  maintained? — Yes. 

23.968.  Do  you  think  that  the  General  Commis- 
sioners and  the  Additional  Commissioners  in  the  City 
really  do  their  nominal  work? — As  regards  General 
Commissioners,  the  remark  you  are  now  making 
should  really  refer  to  the  Additional  Commissioners. 
I think  my  statement  was  rather  misleading  there. 

23.969.  You  would  rather  take  them  separately? — 
Yes.  I think  I am  right  in  saying  that  the  duties 
of  the  General  Commissioners  are  practically  confined 
to  appeals.  Therefore  I would  like  to  limit  my  reply 
to  the  Additional  Commissioners  who  make  assess- 
ments, with  the  assistance  of  their  staff — the 
Assessors.  You  ask  me,  do  they  do  their  work,  as 
far  as  I know.  I am  not  an  official,  and  I do  nob 
know  what  goes  on  behind  the  official  curtain,  bub 
as  a taxpayer,  and  a representative  of  taxpayers, 
1 have  always  comforted  myself  by  imagining  that 
that  work  was  done,  not  by  the  Inland  Revenue, 
which  I gather  is  the  alternative,  but  by  a neutral 
body,  namely,  the  Additional  Commissioners  and  their 
Assessors. 

23.970.  Do  you  not  think  it  is  possible  that  you  are 
acting  upon  an  imagination  of  things  that  do  not 
exist?  Have  you  read  the  evidence  given  before  us? 
— I have  read  most  of  it. 

23.971.  Do  you  know  that  it  is  the  rule  of  the 
Additional  Commissioners,  in  the  City  of  London,  to 
consider  no  assessment  of  less  than  £500  a year? — I 
saw  that  stated. 

23.972.  And  yet  it  was  suggested  that  they  were  a 
great  protection  to  the  poorer  taxpayer.  Do  you 
know  that,  in  addition  to  that,  the  Additional  Com- 
missioners divide  themselves  up,  and  one  or  two  at  a 
time  take  different  books? — I saw  that  stated. 

23.973.  Do  you  know  what  the  number  of  actual 
cases  they  consider,  out  of  the  whole  number  brought 
before  them,  is  on  each  occasion? — I saw,  but  I have 
forgotten. 

23.974.  Do  you  know  that  they  go  through  the  cases 
they  consider,  at  the  rate  of  one  a minute? — I saw 
that  also. 

23.975.  Now,  in  view  of  that — and  I am  taking 
them  as  being  a particularly  good  specimen  of  the 
Additional  Commissioners  throughout  the  country, 
though  there  are  better,  perhaps — do  you  think  that 
it  can  be  maintained  that  their  work  is  anything 
other  than  a sham? — I am  sure  that  is  nob  a fair 
way  of  describing  their  work ; but,  as  I say,  I can 
only  understand  what  happens  there  by  the  evidence 
before  me.  I read  the  questions  put  to  Mr.  Copley 
Hewitt,  and  I read  his  answers,  and  it  seemed  to  me 
that  his  answers  ansvvered  your  questions  better  than 
I could,  and  showed  that  it  was  not  a sham. 

23.976.  You  have  come  here  to  give  them  your 
blessing,  have  you  not? — Because  I tbink  they  should 
remain. 

23.977.  You  have  told  us  that  you  do  not  know  how 
their  actual  work  is  done.  May  I take  it  that  the 
description  of  their  actual  work  was  a very  great 
surprise  to  you? — Yes;  only  I think,  as  I say,  that 
Mr.  Hewitt’s  answers  removed  that  surprise. 

23.978.  Had  you  any  idea  that  they  did  not  con- 
sider assessments  under  £500  a year  at  all? — No, 
I did  not  know  that. 
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23.979.  Yet  Mr.  Hewitt  put  forward,  as  one  of  tlie 
reasons  why  they  should  be  continued,  that  they  were 
a protection  to  the  smaller  taxpayer — whom  they  never 
have  considered.  Would  such  an  answer  as  that  shake 
your  confidence  in  the  general  evidence  which  is  given 
with  regard  to  the  value  of  the  Additional  Commis- 
sioners ? — Of  course  the  evidence  is  of  weight,  I admit, 
but,  at  any  rate,  the  City  Commissioners  are  only 
one  body  out  of  some  hundreds,  I think. 

23.980.  I am  only  dealing  with  the  City  Commis- 
sioners. Now  will  you  kindly  turn  to  your  paper; 
in  your  paragraph  1,  you  say : “ Suggestions  have 
been  made  before  the  Commission  for  the  setting  up 
of  some  official  to  advise  and  assist  taxpayers  in 
making  their  returns.  The  witnesses  who  made  that 
suggestion  were  evidently  not  aware  that  the 
Assessors  already  exist  for  ( inter  alia)  that  very  pur- 
pose.” Do  you  know  of  any  case  where  Assessors 
have  given  useful  assistance  to  taxpayers? — Cer- 
tainly. 

23.981.  Can  you  tell  me  of  a case  or  any  type  of 
case?  Can  you  give  me  an  example? — Every  solicitor, 
nowadays,  has  a considerable  amount  of  Income  Tax 
work,  because,  owing  to  the  high  limits  of  exemption, 
very  many  of  one’s  clients  have  to  get  rebates,  and  so 
on,  and  there  are  other  reasons.  I have  in  my  office 
an  assistant  who  is  very  experienced  in  such  matters, 
and  when  any  doubt  or  question  arises,  he  calls  upon 
the  Assessor,  and  the  Assessor  helps  him ; and  it  would 
be  a great  hardship  to  my  office  if  he  was  no  longer 
able  to  call  upon  the  Assessor  because  the  Assessor 
no  longer  existed. 

23.982.  This  is  merely  put  to  you  for  information.  ' 
Do  you  know  that  when  a question  is  put  to  the 
Assessor  by  a member  of  the  public  about  a rebate, 
that  means  that  the  Assessor  writes  to  the  Surveyor, 
gets  an  answer  from  the  Surveyor,  and  then  conveys 
it  to  the  member  of  the  public? — As  I say,  I do  not 
know  what  happens  behind  the  official  veil,  but  I did 
not  wish  to  limit  my  description  of  the  usefulness  of 
Assessors  to  rebates. 

23.983.  That  is  exactly  why  I asked  you  what  case 
you  would  give  me,  and  you  immediately  took 
rebates? — So  many  people  have  rebates,  that  it 
jumped  to  my  mind;  but  even  in  regard  to  making 
out  the  return,  where  there  is  no  question  of  rebate, 
if  there  arises  a question  I have  found  it  of  the 
greatest  help  to  be  able  to  go  or  send  to  the  Assessor. 

23.984.  It  is  an  advantage  to  you  to  have  some 
local  official  whom  you  know,  who  is  familiar  with 
the  Income  Tax  and  who  is  readily  accessible? — That 
is  right. 

23.985.  Would  it  not  be  still  more  useful  to  go  to 
the  Surveyor,  who  has  more  knowledge? — I should 
have  thought  the  answer  was  self-evident — no.  May  I 
explain  why  I say  it  seems  to  me  self-evident? 

23.986.  If  you  please? — In  every  Income  Tax  trans- 
action there  must  be  two  parties.  There  is  the  tax- 
payer, who  pays,  and  the  Inland  Revenue,  who 
receives.  It  seems  to  me  obvious  that  when  there  is 
any  question  upon  the  Income  Tax — of  course  in  many 
cases  there  is  no  question  about  it  at  all — but  if  there 
be  a question,  it  seems  to  me  self-evident  that  you 
should  go  neither  to  one  party  nor  to  the  other,  but 
to  a neutral  person ; and  the  Assessor,  and  the  Addi- 
tional Commissioners  whom  he  represents,  are  a 
neutral  body,  representing  not  the  taxpayer,  strictly, 
and  certainly  not  representing  the  Inland  Revenue. 

23.987.  Why  do  you  say  the  Assessor  represents  the 
Additional  Commissioners? — Because  he  is  their  ser- 
vant; they  appoint  him,  and  they  dismiss  him;  he 
takes  directions  from  them.  Surely  he  is  their  official, 
and  has  no  other  reason  for  existence. 

23.988.  You  think  that  is  the  general  position  : that 
the  Additional  Commissioners  appoint  the  Assessor, 
and  dismiss  him,  and  that  in  fact  he  is  their  servant? 
— That  is  what  I certainly  understood,  and  under- 
stand, unless  you  tell  me  differently. 

23.989.  You  think  that  he  is  an  independent  per- 
son, standing  neutral  between  the  taxpayer  and  the 
Revenue  authorities? — Yes,  because  he  is  not  a ser- 
vant of  the  Executive,  that  is,  of  the  Inland  Revenue. 
That  fact  alone  makes  him,  in  my  submission  to  you, 
a neutral  person. 
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23,990.  Do  you  know  that  throughout  the  country, 
with  some  exceptions,  he  is  the  Collector? — Yes. 

23;991.  And  that  not  only  his  duties,  but  his 
remuneration  as  Collector,  are  much  more  important 
to  him  than  his  duties  as  Assessor  ? — I suggest  that  his 
remuneration  has  nothing  to  do  with  the  case  at  all. 
He  is  remunerated  by  the  Crown,  I understand;  but 
so  are  many  people  who  are  not  Government  servants. 
Take  judges  of  the  High  Court;  you  will  not  suggest 
that  because  a judge  of  the  High  Court  is  paid  out 
of  public  money,  he  is  a servant  of  the  Executive, 
I hope. 

23.992.  Towards  the  end  of  paragraph  1 of  your 
paper,  you  say:  “If  the  office  of  Assessor  is  to  be 
combined  with  any  other,  it  should  be  combined  with 
that  of  Collector,  as  is  already  the  case  in  many 
places,  including  the  City  of  London.  Possibly  in 
country  districts  it  might  be  combined  with  the  office 
of  Clerk  to  the  Local  Commissioners  ” ? — Yes. 

23.993.  In  your  next  paragraph,  dealing  with 
Special  Commissioners,  you  suggest  that  they  have 
conflicting  duties  put  upon  them,  because  they  are 
in  some  cases  both  the  Assessors  and  the  hearers  of 
appeals  ? — Yes. 

23.994.  Are  not  those  two  passages  somewhat  in  con- 
flict? You  are  going  to  make  the  Assessor  the  Clerk 
to  the  Local  Commissioners.  He  is,  therefore,  to  sit 
and  hear  appeals.  That  is  the  very  thing  you  do  not 
want,  is  it  not;  and  he  is  to  advise  on  appeals  from 
his  own  assessment? — Yes,  I think  there  is  that  defect 
in  the  suggestion,  which  I merely  made  because  it 
might  be  helpful,  that  if  there  was  not  enough  work 
for  him  in  a country  district,  he  might  combine 
two  positions. 

23.995.  Turning  to  your  paragraph  3,  “ Clerks  to 
General  Commissioners,”  you  say  it  is  preferable  that 
Clerks  should  have  legal  knowledge.  I think  most 
of  us  would  agree  about  that.  But  where  he  is  a 
part-time  officer,  you  suggest  that  he  should  be  a local 
solicitor — I presume  in  general  practice? — That  is 
right;  he  generally  is,  of  course,  but  not  always. 

23.996.  It  may  be  inevitable,  and  probably  does 
no  great  harm ; but  in  that  way,  if  he  acts  as  Clerk 
to  the  Local  Commissioners,  he  gets  a good  deal  of 
information  about  people  who  come  on  appeals  ? — Yes, 
there  is  that  objection,  no  doubt. 

23.997.  That  probably  is  inevitable.  Just  preced- 
ing that,  you  raise  objection  to  the  qualification  of 
Special  Commissioners.  As  a matter  of  fact,  now-a- 
days,  the  existing  property  qualifications  are  of  no 
importance,  are  they? — I did  not  mean  the  property 
qualifications;  I meant  qualifications  such  as  being 
a barrister  of  10  years’  standing,  and  so  on. 

23.998.  Educational  qualifications? — Yes;  profes- 
sional. 

23.999.  Have  you  any  suggestion  to  make  with 
regard  to  the  appointment  of  Special  Commissioners? 
Can  you  suggest  any  better  way  of  appointing  them 
than  that  which  at  present  exists? — I can,  indeed. 
But  first  I wish  to  repeat  what  I said  in  my  evidence- 
in-chief;  I have  no  criticism  to  make  upon  any  indi- 
vidual existing  Special  Commissioner. 

24.000.  There  seems  to  be  a general  consensus  of 
opinion  that  the  present  body  of  Special  Commis- 
sioners are  doing  their  work  exceptionally  well? — I 
agree;  but  I presume  that  the  labours  of  this  Com- 
mission are  intended  to  last  for  many  years  hence, 
and  the  fact  that  we  have  at  present  an  admirable 
bench  of  Special  Commissioners,  should  not  blind  us 
to  the  defect,  if  there  be  a defect,  in  the  method  of 
their  appointment ; and  you  asked  me  if  I can  suggest 
any  better  method  than  the  present. 

24.001.  Yes;  and  I may  tell  you  that  I think  there 
is  a general  feeling  that  the  method  of  appointing 
Special  Commissioners  is  anomalous,  as  it  stands. 
Now,  what  is  your  suggestion? — I suggest  that  they 
should  be  limited  to  solicitors  or  barristers  of  10  years’ 
standing.  I have  in  hand  here  a list  of  legal  appoint- 
ments of  a public  nature.  It  is  three  or  four  pages; 
and  almost  without  exception  they  are  barristers  of 
seven  years’  standing,  and  so  on.  I can  read  it  all 
to  you,  if  you  wish. 
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24.002.  Do  not  do  that,  because  we  know  that  there 
are  many. — I do  suggest  that  they  should  be  lawyers, 
in  the  strict  sense;  they  should  be  appointed  from 
the  legal  profession,  and  they  should  necessarily  not 
be  beginners,  and  therefore  they  should  have  a certain 
number  of  years’  standing.  I do  suggest  that  what- 
ever is  the  qualification  for  a county  court  judge, 
who  deals  generally  with  cases  involving  about  £5, 
at  least  that  qualification  should  obviously  be  neces- 
sary for  a Special  Commissioner,  who,  even  in  my 
experience,  deals  with  cases  involving  hundreds  of 
thousands  of  pounds,  at  one  sitting. 

24.003.  Are  there  not  two  things  to  be  considered? 
First  of  all,  I will  say  nothing  about  solicitors;  we 
are  all  aware  that  there  are  a great  many  solicitors 
who  are  gentlemen  of  wide  experience  and  great 
ability  and  of  first-rate  character — a very  large  pro- 
portion. But  probably  you  would  agree  with  me  that 
in  the  profession,  from  top  to  bottom,  there  are  also 
a large  number  of  other  people  who  are  quite  un- 
suitable; so  that  proper  selection  would  have  to  be 
made.  I pass  that  by;  we  should  agree  about  that. 
But  take  the  Bar.  Merely  to  provide  that  a candi- 
date must  be  a member  of  the  Bar,  would  be  idle, 
in  view  of  the  fact  that  there  are  so  many  people  who 
have  merely  passed  an  examination  and  are  nominally 
barristers.  You  would  have  to  limit  it  to  practising 
barristers? — May  I interrupt  there.  Surely  that 
would  be  taken  into  consideration  by  the  person  who 
made  the  appointment.  He  would  not  appoint  a 
person  who  was  merely  a barrister  in  name,  but  he 
would  appoint  a barrister  who,  from  his  career, 
showed  reason  why  he  should  be  given  this  appoint- 
ment. 

24.004.  But  do  you  not  see,  it  is  because  you  have 
not  sufficient  confidence  in  your  selector,  that  you 
propose  to  exact  qualifications.  If  you  could  leave  it 
all  to  your  selector,  you  could  leave  him  at  large  to 
find  the  best  man  he  can? — No,  with  deference,  I do 
not  agree  there  at  all.  It  seems  to  me  quite  a different 
thing  to  give  the  Treasury  power  to  appoint  anybody — 
some  politician,  or  anybody  you  like,  instead  of 
appointing  a lawyer. 

24.005.  You  will  go  with  me  so  far,  that  if  you  are 
going  to  limit  it  to  the  Bar,  or  in  part  to  the  Bar, 
only  a practising  barrister  ought  to  be  selected? — 
Does  not  this  difficulty,  if  it  be  a difficulty,  though  I 
hardly  think  it  is,  apply  to  every  case  ? For  instance, 
take  the  case  of  a county  court  judge.  I imagine,  and 
in  fact  it  is  the  case,  that  the  only  qualification  of  a 
county  court  judge  is  so  many  years  at  the  Bar. 

24.006.  As  a practising  barrister.  That  is  what  I 
am  suggesting  to  you  ? — Then  we  are  at  one. 

24.007.  I am  surprised  that  you  did  not  accept  it? 
— I beg  your  pardon;  I quite  agree  to  inserting  the 
word  “ practising  ” 

24.008.  A man  who  has  practised  for  10  years  at 
the  Bar,  has  had  a legal  training.  He  has  not  any 
special  knowledge  of  Income  Tax,  in  all  probability, 
because  Income  Tax  work  at  the  Bar  is  limited  to 
three  or  four  people.  That  is  so,  is  it  not? — I will 
assume  that. 

24.009.  It  is  very  desirable  that  the  Special  Com- 
missioners should  have  some  of  their  body  who  already 
have,  on  appointment,  special  acquaintance  with  this 
highly  intricate  subject? — I think  that  is  not,  as  you 
put  it,  an  axiom,  by  any  means.  I suggest  to  you 
that  the  proper  place  for  the  expert  is  not  on  the 
Bench,  but  in  the  witness-box  or  at  the  Bar. 

24.010.  Do  you  think  it  would  really  be  feasible  or 
convenient  to  attempt  to  decide  a normal  Income 
Tax  appeal  before  a body  of  judges  who  had  no  special 
knowledge  ? — Certainly. 

24.011.  Do  not  Income  Tax  appeals  in  the  High 
Court  come  every  day,  so  to  speak,  before  a High 
Court  judge? — Certainly  they  do. 

24.012.  Who  has  had  no  special  training  as  an 
Income  Tax  official,  and  probably  has  not  made  a 
special  practice  of  Income  Tax  at  the  Bar? — Yes. 

24.013.  And  at  first  he  has  to  be  instructed  and  to 
learn  his  work? — If  you  call  it  so.  He  hears  the 


arguments  which  are  put  before  him,  and  he  forms 
his  judgment  upon  them. 

24.014.  He  has  the  assistance  of  counsel  who  have  a 
special  practice  in  the  matter;  and  he  takes  a very 
lcng  time  to  try  his  cases? — Of  course  they  are 
important  cases,  if  they  get  as  far  as  that. 

24.015.  Therefore  because  they  are  selected  and 
important  cases,  a good  deal  of  time  can  be  spent 
over  them.  But  do  you  suggest  that  the  work  of 
Somerset  House  can  be  done  satisfactorily  in  the 
same  way? — I cannot  imagine  why  you  say  Somerset 
House ; we  are  not  talking  about  Somerset  House. 

24.016.  The  Special  Commissioners? — They  do  not 
sit  at  Somerset  House. 

24.017.  I beg  your  pardon;  they  used  to? — Never  in 
my  time.  The  Special  Commissioner,  as  pointed  out 
in  the  previous  paragraph,  has  two  different  functions 
and  you  passed  over  that  point,  and  I imagine  you 
do  not  wish  me  to  pursue  that  further.  But  on  this 
question  of  appointment,  1 am  considering  the  Special 

Commissioner  in  his  capacity  as  an  appellate  judge 

only  that.  Of  course  the  Special  Commissioner  in  his 
position  as  an  administrative  official,  should  be  an 
official,  that  is  obvious.  That  is  one  of  the  reasons 
why  I say  their  administrative  functions  should  be 
separate  from  their  judicial  functions.  Having  once 
got  them  separate,  1 am  then  considering  the  qualifica- 
tion for  the  appointment  of  a Special  Commissioner 
who  is  to  act  on  an  appeal  tribunal. 

24.018.  I will  not  follow  this  out  much  further.  May 
I suggest  to  you  that  there  is  another  professional 
body  which  may  well  provide  useful  recruits;  that  is 
accountants? — I am  sorry  to  meet  any  suggestion 
with  a negative,  but  my  answer  is  certainly  no.  Tho 
place  for  the  accountant  and  the  expert,  as  I said, 
is  in  the  witness-box  or  at  the  Bar,  if  I may  so  call  it. 
For  the  gentleman  on  the  Bench,  the  only  real 
qualification  is  that  he  should  have  a legal  training 
which  enables  him,  as  far  as  necessary,  to  deal  with 
the  matter  in  a judicial  way,  with  some  knowledge 
of  the  rules  of  evidence. 

24.019.  You  rule  out  the  accountants? — Cei-tainlv. 

24.020.  Is  that  because  they  have  not  the  training 
which  will  give  them  a judicial  frame  of  mind,  or  is 
it  because  they  have  not  a knowledge  of  the  rules  of 
evidence  ? — Both. 

24.021.  But  you  admit  solicitors.  What  practical 
acquaintance  have  solicitors,  unless  they  happen  to 
be  solicitors  who  practice  in  county  courts  or  before 
magistrates,  with  the  rules  of  evidence? — I am  a 
solicitor  myself ; I do  not  practice  in  county  courts ; 
I have  been  there  but  once  or  twice  during  my 
career;  but  I consider  that  I have  quite  an  under 
standing  of  the  principles  of  the  rules  of  evidence. 

24.022.  Do  you  say  that  solicitors  generally  have  any 
practical  acquaintance  with  the  rules  of  evidence? — 
Certainly. 

24.023.  Does  their  training  induce  them  to  look  at 
both  sides  of  the  question,  and  to  wait  patiently 
until  they  have  heard  the  other  side? — Certainly.  I 
really  wonder  that  a member  of  the  legal  profession, 
although  of  the  higher  branch,  should  make  a 
suggestion  that  solicitors  cannot  see  both  sides  of  a 
question. 

24.024.  Do  not  imagine  that  when  I am  putting 
questions,  I am  taking  either  one  side  or  the  other. 

I am  trying  to  do  what  I am  suggesting  is  necessary, 
namely,  to  put  the  other  side  to  you? — Yes. 

24.025.  Do  not  assume  that  I have  any  view  of  my 
own.  Then  we  will  pass  on  to  your  next  point;  that 
is,  appeals  against  assessments? — Yes. 

24.026.  You  would  probably  agree  that  the  best  way 
to  deal  with  the  time  limit,  would  be  to  provide  that 
all  times  may  be  extended  by  the  Court  dealing  with 
the  matter? — Yes;  I think  there  might  be  an  ex- 
tension of  the  time  limit  fixed  also. 

24.027.  There  must,  of  course,  be  a time  limit,  or 
you  would  never  get  the  appeals  through  ? — Certainly. 

24.028.  But  there  should  be  power,  in  a proper  case, 
to  extend  the  times? — Certainly. 

24.029.  In  your  paragraph  6,  “ Appeals  to  High 
Court,”  you  say  that  the  provisions  for  appeal  are 
unnecessarily  strict.  Do  you  not  think  it  would  be 
desirable  that  there  should  be  a rule-making  authority, 
so  that  the  rules  could  be  changed  from  time  to  time 
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according  to  current  circumstances? — I think  pro- 
bably that  is  unnecessary;  I think  it  would  be  quite 
simple  to  make  rules  once  for  all ; but  there  would 
be  no  objection  whatever,  of  course,  to  a rule- 
making authority. 

24.030.  Then  in  paragraph  7,  “ Additional  assess- 
ments,” you  suggest  one  year  from  the  year  of 
assessment,  except  where  fraud  is  proved.  I presume 
you  would  add  fraud  oi  concealment? — Fraud  or 
fraudulent  concealment.  My  point  is,  any  time  you 
like,  and  I suggest  a yeai  is  sufficient.  \Ve  are  all 
liable  to  make  mistakes,  but  I think  innocent  mis- 
takes ought  not  to  be  liable  to  be  reopened  after  some 
time,  and  1 think  a year  is  long  enough.  In  the 
case  of  fraud,  of  course,  I ask  for  no  time. 

24.031.  No  time  for  fraud,  and  no  time  for  what 
you  call  fraudulent  concealment.  They  are  both  the 
same  thing,  or  one  is  a branch  of  the  other? — Yes. 

24.032.  But  supposing  a man  has  made  a mistake 
which  cannot  be  proved  to  be  fraudulent,  which  may 
be  innocent,  and  has  thereby  escaped  a substantial 
liability  for  a number  of  years,  why  should  he 
avoid  payment  at  the  expense  of  the  rest  of  the  tax- 
payers?— It  would  be  unfair  that  he  should,  I agree; 
but  you  put  a special  case. 

24.033.  No;  I put  the  case  that  you  seemed  to  me 
to  be  covering? — But  you  put  a particularly  hard 
case,  which  I never  heard  of,  of  a man  who  has 
avoided  a large  liability  for  years  and  years.  I say, 
in  the  interests  of  people  in  general,  you  want  a 
time  limit,  not  too  long,  when  they  should  know  that 
at  any  rate  the  thing  is  closed,  and  there  is  no 
question  of  it  being  reopened. 

24.034.  Six  years,  or  something  like  that,  would  be 
a more  reasonable  limit  than  one  year,  would  it  not? 

-No;  you  have  your  income;  you  spend  it,  and 
various  things  change.  I myself  think  one  year  is 
quite  long  enough.  After  all,  until  1907,  four  months 
was  considered  sufficient. 

24.035.  In  paragraph  10,  “Exemptions  or  abate- 
ments,” you  say:  “Any  question  as  to  whether  a 
taxpayer  is  or  is  not  entitled  to  exemption  or  abate- 
ment should  be  made  a subject  matter  for  appeal.” 
Would  it  not  be  better  to  provide  generally  that  any 
decision  against  a taxpayer  should  be  subject  to 
appeal  with  the  restriction  that  it  should  be  an 
appeal  on  law  only,  provided  that  you  limit  your 
appeals  to  appeals  on  law? — But  we  are  talking  hero 
of  an  appeal  to  the  General  or  Special  Commissioners, 
which  are  appeals  on  fact,  as  well  as  law. 

24.036.  In  that  case,  there  would  be  no  limitation? 
— T do  not  quite  follow  you. 

24.037.  Where  jyou  can  appeal  on  fact,  you  could 
appeal  against  any  decision? — Yes. 

24.038.  Then  you  speak  of  lack  of  co-ordination? — 
May  I make  a remark  on  paragraph  II.  I suggest 
that  some  arrangements  should  be  made  for  dividend 
vouchers  being  simpler,  and  I have  given  some 
specimens  hero.  Example  A is  a perfectly  satis- 
factory one,  and  one  which  gives  all  the  information 
required.  It  is  perfectly  correct,  and  does  all  that  is 
required.  Example  B is  not  right.  Example  C is 
perfectly  hopeless,  and  Example  D is  very  bad. 

24.039.  Mr.  McLintock : I would  like  to  ask  you. 
Mr.  Budd,  regarding  a remark  at  the  beginning  of 
your  paragraph  14  You  refer  to  the  difficulty  in 
regard  to  trades,  &c.,  owing  to  the  fact  that  they  are 
taxed  on  what  is,  in  no  sense  of  the  word,  profits? — 
(.l/r.  Budd)  : Yes. 

24.040.  Would  you  care  to  give  the  Commission 
your  idea,  about  that? — I thank  it  is  no  great  harm, 
so  far  as  we  are  dealing  with  big  taxations;  but, 
in  the  case  of  the  small  man,  there  is  a Government 
official  who  says  to  him:  “your  profits  for  last  year, 
upon  which  the  Government  tax  you,  and  which  are 
profits,  are  so  much.”  Under  the  Income  Tax  Act, 
the  amount  upon  which  he  is  taxed  is  very  seldom 
the  amount  of  either  his  income  or  profit.  It  is 
quite  demoralizing  to  a small  person.  Big  people 
know  all  about  it;  they  know  that  they  are  being 
charged  upon  what  is  not  profit  or  income. 

24.041.  Then  it  is  the  person  with  the  small  income 
that,  you  are  referring  to? — Yes,  they  are  being 
damaged  by  it.  The  big  people  are  not  damaged. 
Tn  some  of  these  oases,  a very  large  amourt  of  money 
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has  been  expended  to  break  down  opposition.  I know 
of  a case  in  which  £120,000  was  expended  by  an 
English  company  in  Germany,  buying  and  setting 
up  and  manufacturing  in  Germany,  to  cut  down  the 
competition  in  England ; and  successfully.  These 
people  spent  £120,000  upon  it,  and  no  allowance  was 
made  in  taxation  for  it,  although  it  was  by  that 
means  that  they  made  their  large  profits  afterwards. 

24.042.  The  point  that  you  made  in  your  evidence 
is  the  allowance  of  losses  of  a subsidiary  company, 
as  against  the  profits  of  the  parent  company? — Yes. 

24.043.  That  is  not  the  point  I am  on.  You  used 
the  expression  that  they  are  taxed  on  what  is  in 
no  sense  of  the  word  profits? — Yes. 

24.044.  Then  you  go  on  to  refer  to  allowances  for 
wasting  assets  and  depreciation? — Yes. 

24.045.  The  Commission  have  had  a lot  of  evidence 
on  the  allowance  for  wasting  assets  and  depreciation. 
Have  you  anything  else  in  your  mind  other  than 
those  two? — I am  frequently  consulted  by  my  clients 
in  regard  to  profit  and  loss  accounts,  and  their 
balance  sheets,  before  they  are  issued,  and  in  no  case 
whatever  could  anybody  suggest  that  what  is  taxed 
as  profit  is  what  could  be  spent  as  profits.  That 
arises  from  the  deductions  that  are  made  inside  the 
businesses,  and  which  are  not  allowed  by  the  Revenue, 
and  it  mainly  arises  from  wasting  assets  and  capital 
expenditure.  Those  are  the  two  great  items. 

24.046.  You  said  the  difficulty  or  hardship  with 
regard  to  the  question  of  profits  arose  in  the  case  of 
the  small  taxpayer? — No,  not  the  hardship,  but  the 
harm  that  is  being  done  to  a man  who  is  told  by  a 
Government  official  that  that  is  his  profit  for  the 
year. 

24.047.  Will  you  give  us  something  more  specific 
as  to  what  you  refer  to.  Take  the  small  trader.  Do 
you  mean  a grocer  ? — I do  not  mean  a grocer ; I mean 
anybody  who  is  carrying  on  a small  business.  It  is 
common  knowledge  that  the  allowances  for  deprecia- 
tion, and  allowances  for  w'asting  assets,  are  not 
sufficient  to  allow  a man  to  get  at  his  proper  profit. 
Ask  any  accountant;  he  will  tell  you  so.  They  say: 
“ we  have  to  settle  your  Income  Tax  on  a different 
basis  from  the  basis  on  which  your  profit  and  loss 
account  is  made  up.”  It  would  be  very  difficult  to 
find  a case  in  which  the  amount  upon  which  Income 
Tax  is  charged  is  the  same  as  the  amount  which  a 
good  accountant  would  say  was  a fair  profit  in  a 
business.  I think  there  is  hardly  a case  now. 

24.048.  Then  you  have  nothing  to  give  us  beyond 
the  allowance  for  wasting  assets  and  depreciation? — 
It  is  all  a question  of  wasting  assets  and  depreciation 
and  capital  expenditure.  I can  give  you  an  instance 
of  what  is  treated  as  capital  expenditure.  There  are 
many  cases  in  which  small  new  companies  are  estab- 
lished, in  which  architects,  surveyors  and  engineers 
get  a fee  paid  partly  in  cash  and  partly  in  shares 
of  the  company.  I do  not  mean  to  say  they  are  good 
companies,  but  it  is  common  knowledge  that  that 
frequently  occurs;  and  there  is  one  case  which  has 
been  before  the  Court,  in  which  the  Court  has  decided 
that  although  those  shares  a man  is  obliged  to  take  or 
he  would  not  get  his  appointment,  he  takes  them  as 
part  payment;  and  when  he  takes  them,  he  knows  he 
cannot  get  anything  from  them  for  three  or  four 
years.  I know  it  is  a small  case,  but  that  has  been 
decided  as  regards  small  people. 

24.049.  That  is  a difference  of  opinion  as  to  whether 
a share  is  worth  £1  or  10s.? — No;  the  Income  Tax 
authorities  say  it  is  a capital  expenditure,  if  you  take 
shares  in  a company,  and  therefore  it  is  an  improper 
allowance. 

24.050.  I suggest  that  if  the  architect  takes  his  fee 
partly  in  cash  and  partly  in  shares  of  a new  company 
there  is  no  question  of  capital  arising  at  all.  The 
question  is  whether  the  shares  are  worth  the  face 
value  or  not? — Yes,  but  that  is  not  the  way  they  are 
dealt  with  in  the  settlement  of  his  Income  Tax ; that 
is  a case  in  which  a man  is  taxed  on  what  is  not  his 
income. 

24.051.  In  what  respect? — Because  he  is  taxed  on 
the  full  value  of  those  shares. 

24.052.  That,  after  all,  is1  a matter  of  opinion,  as 
to  whether  they  are  worth  £1  or  10s.? — Hardly  a 
matter  of  opinion  in  the  cases  that  come  before  the 
Courts, 
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24.053.  Well,  he  takes  them  as  being  that? — If  they 
were  worth  par  they  would  not  be  offered  to  him;  it 
is  very  simple. 

24.054.  If  they  were  worth  par  he  would  have  no 
complaint? — If  they  were  worth  par  nobody  could 
suggest  that  he  should  pay  tax  on  anything  else,  but 
he  would  not  be  offered  them  if  they  were  worth  par. 

24.055.  Is  that  the  type  of  case  you  have  in  mind? 
—That  is  one  of  the  reported  cases.  I say  that  in 
nine  cases  out  of  ten  a man  pays  in  a business,  tax 
upon  profits  which  are  not  profits.  Of  course,  there 
is  a little  difference  in  big  undertakings,  but  in  all 
big  undertakings  there  is  an  enormous  difference 
between  the  amount  of  the  Income  Tax  assessment 
and  the  amount  that  an  auditor  will  certify  as  proper 
profits. 

24.056.  Who  is  to  be  judge : the  man  who  pays  the 
tax  or  the  accountant  or  the  solicitor  who  assists 
him? — If  the  Act  was  that  he  was  to  pay  a tax  cn 
profits  these  questions  would  not  arise,  but  the  In- 
come Tax  Acts  define  how  those  profits  are  to  be 
arrived  at,  and  they  define  in  a way  that  does  not 
bring  out  proper  profits  that  could  be  justified  by  any 
accountant. 

24.057.  Then  your  suggestion  is  that  the  Act  should 
contain  a clean-cut  definition  as  to  the  meaning  of 
profits? — I would  rather  have  no  definition  at  all. 
and  let  them  be  settled  in  every  case  on  their  merits. 

24.058.  Is  not  that  practically  what  they  do  at 
present? — No,  not  at  all,  because  you  have  got  your 
Schedules  with  your  Rules,  how  much  you  are  to 
deduct,  and  what  you  cannot  deduct,  and  you  have 
got  a whole  heap  of  cases  showing  what  you  can  and 
and  what  you  cannot  deduct. 

24.059.  Take  a trader ; there  are  certain  specific 
things  he  may  not  deduct? — Yes. 

24.060.  Anything  he  can  prove  is  a business  expense 
he  will  get  a deduction  for? — No,  he  does  not;  if 
he  did  there  would  be  no  question. 

24.061.  Is  not  that  what  the  Act  says,  that  any 
expense  incurred  for  the  purpose  of  earning  a profit 
is  allowed?— The  Act  may  say  so,  but  there  have  been 
interpretations  of  the  Act.  There  are  certain  cases ; 
take  for  instance  the  case  we  have  been  talking  about, 
the  Alianza  case ; I was  asked  to  advise  on  that  case, 
and  I advised  them  before  they  went  to  law  that 
there  would  be  no  possibility  of  their  getting  a remis- 
sion under  the  law  as  it  stands  now,  but  notwithstand- 
ing that  they  fought  the  case  to  the  House  of  Lords. 

24.062.  That  is  the  wasting  assets  case?— Yes,  that 
is  the  wasting  assets  case. 

24.063.  We  all  appreciate  the  wasting  assets  point. 
—Then  comes  the  question  of  capital  expenditure. 

24.064.  What  I would  like  you  to  tell  us  is  who  is 
to  be  the  judge  as  to  what  is  a fair  item  of  expense, 
and  what  is  not?— You  must  have  a tribunal  which 
is  to  decide  it  in  some  form  or  another. 

24.065.  Have  you  not  tribunals  at  present?— You 
have  tribunals  to  settle  the  question  upon  the  Rules 
laid  down  in  the  Act.  If  you  were  to  abolish  all  the 
Rules  which  are  in  the  Act.  and  sav  that  a trader 
should  pay  upon  his  profits,  I do  not  think  you  would 
have  any  difficulty  in  settling  what  his  profits  are. 

24.066.  Do  you  seriously  suggest  to  us  that  the  Act 
does  not  provide  that  anything  that  a trader  can 
prove  to  a tribunal  is  an  expense  in  carrying  on  his 
business  is  allowed?  Yes,  I do.  I know  dozens  and 
dozens  of  cases  where  if  it  was  left  to  us  to  say  that 
is  a charge  upon  profits,  or  to  an  independent 
tribunal  with  no  rules  laid  down,  they  would  get  a 
rmr  decision.  Now  we  know  that  you  cannot  get  a 
decision. 


24,067.  I suggest  that  if  the  method  you  advocat 
were  adopted  we  would  each  say,  “ that  is  our  profit 
you  have  no  cause  to  inquire.  Our  accountant  say 
there  is  a balance  shown  on  that  sheet,  and  we  hav 
earned  so  much  ”?— In  99  cases  out  of  100  large  com 
panies,  when  their  accounts  are  audited  by  account 

a"ts  °.f  !tP?te  Sh°w  °n  their  profit  and  Jobs  account 
what  is  their  true  profit.  In  all  those  cases  they  d, 
not  pay  upon  that  sum.  but  some  other  sum  unde 
the  Act,  partly  arising  from  this  question  of  wastini 
assets,  and  partly  arising  from  the  question  of  capita 
expenditure.  p 


24.068.  Chairman  : I do  not  think  I would  proceed 
any  further  with  that. 

24.069.  Mr.  McLintock : Quite.  Mr.  Holme,  there 
is  one  question  I want  to  ask  you.  With  regard  to 
this  additional  assessment  you  said  it  is  not  fair  that 
an  additional  assessment  should  be  made  unless  any 
fraudulent  return  or  concealment  is  shown.  Where 
do  you  suggest  that  this  concealment  is  to  be  shown? 
Let  me  put  this  to  you — that  a man  makes  a return 
and  he  enters  a sum  of  profit? — (Mr.  Holme) : Yes. 

24.070.  And  the  Surveyor  has  no  accounts,  but  he 
is  of  opinion  that  the  man  is  under-paying;  the  only 
way  he  can  satisfy  himself  is  to  press  for  accounts, 
and  failing  to  get  them  to  put  up  the  assessment?— 
Well,  the  Surveyor  has  the  opportunity  at  the  right 
time  of  making  the  original  assessment;  why  should 
they  make  additional  assessments? 

24.071.  I think  not;  I think  the  Commissioners 
make  the  assessment  ?— Yes,  I beg  your  pardon ; I quite 
agree. 

24.072.  Nominally?— I quite  agree;  I am  obliged  for 
the  correction.  The  original  assessment  is  made;  the 
Surveyor  chooses  to  discover  something  wrong  in  it- 
my  suggestion  is  that  there  should  be  a time  limit’ 
a shorter  one  than  at  present,  during  which  an  addi- 
tional assessment  should  be  made  unless  fraud  be 
shown. 

24.073.  May  I ask  you  if  you . have  had  much 
experience  in  dealing  with  traders’  Income  Tax 
returns? — Yes. 

24,074  Have  you  come  across  many  cases  of  errors 
in  returning? — Yes. 

24.075.  You  are  aware  that  it  is  not  by  any 
means  uncommon  to  find  traders  making  mistakes  not 
fraudulently,  also  many  fraudulently,  and  the  only 
method  that  the  Surveyor  has  is  to  push  up  the  assess- 
ment? By  an  additional  assessment,  you  mean? 

24.076.  By  an  additional  assessment? — Letting  that 
be  so,  my  suggestion  is  there  should  oe  a shorter  time 
limit  than  at  present  for  making  such  additional 
assessments. 

24.077.  Shorter  than  three  years?— Yes.  Four 

months  was  found  sufficient  for  years  and  years,  and 
m 1907  it  was  altered  to  three  years,  with)  so  far  as 
I know,  no  particular  reason  why  the  increased  time 
should  be  given.  My  suggestion  is  that,  at  any  rate, 
four  months  may  have  been  short,  but  three  years  is 
certainly  too  long,  and  one  year  would  certainly  be 
more  reasonable  in  my  opinion. 

( 24,078.  You  refer  in  paragraph  10  to  exemptions 
or  abatements,  and  you  say  that  they  should  be  made 
the  subject-matter  for  appeal  to  the  General  or 
Special  Commissioners.  Do  you  know  that  they  have 
an  appeal  to  the  General  Commissioners? — No,  not 
on  abatements,  I understand. 

24,079.  This  is  section  148,  sub-section  3:  “Pro- 
vided that  no  claimant  for  the  exemption  granted  by 
this  Act,  in  a case  where  the  total  income  does  not 
exceed  £130  a year,  shall  be  allowed  to  appeal  to  the 
Special  Commissioners,  but  every  such  claim  shall  be 
heard  and  determined  by  the  General  Commissioners.’’ 
— It  wants  some  explaining,  I agree. 

24,080.  Well,  there  is  the  Act.  You  would  not 
seriously  suggest  that  the  Special  Commissioners,  who 
you  admit,  should  be  a body  of  experts,  should  be 
bothered  with  a great  mass  of  small  exemptions?— 

I oeg  your  pardon ; I see  your  point  now.  I do  not 
lay  any  stress  on  that  at  all  a.s  long  as  there  be  an 
appeal. 

24,081.  You  evidently  seem  to  think  that  account- 
ants are  not  suitable  people  to  deal  with  Income  Tax 
matters  ? I have  answered  that  question  already. 

24,082.  Yes,  I am  putting  it;  that  is  your  opinion? 
No,  you  say  to  deal  with  Income  Tax  matters.  It 
would  be  impossible  for  us  to  deal  with  Income  Tax 
matters  without  the  assistance  of  accountants. 

24,083.  On  appeal? — You  did  not  say  on  appeal. 
All  I did  say  before,  in  answer  to  Mr.  Kerly,  was  that 
in  my  opinion  accountants  were  not  of  the  right 
profession  from  which  to  draw  people  to  sit  practically 
as  judges  on  an  appellate  tribunal,  which,  if  I may 
say  so,  is  quite  a different  thing  from  what  you  say 


MINUTES  OF  EVIDENCE. 


1187 


20  November , 1919.]  Mr.  John  W.  Budd  and  Mr.  Randle  F.  W.  Holme. 


[Continued. 


to  me,  that  they  are  not  the  right  people  to  deal  with 
Income  Tax  returns. 

24.084.  That  was  only  the  first  part  of  it.  They 
do  in  practice  deal  with  the  bulk  of  the  big  Income 
Tax  returns  of  the  country  on  Schedule  D? — They 
make  them  up. 

24.085.  And  they  settle  most  of  them  without  legal 
assistance? — Certainly. 

24.086.  And  to  the  satisfaction  of  the  Crown  and 
their  clients? — No  doubt;  or  they  would  not  be 
settled. 

24.087.  Therefore  they  have  a certain  amount  of 
knowledge  of  Income  Tax  practice? — Of  course  they 
have. 

24.088.  And  doubtless  they  will  have  a smattering 
of  the  law,  too? — No  doubt. 

24.089.  Chairman:  And  therefore  they  are  not  fit 
to  sit  as  Special  Commissioners. 

24.090.  Mr.  McLintocIc : I was  coming  to  that.  You 
agree  that  they  are  in  the  special  position  to-day  that 
probably  they  have  more  general  knowledge  of  In- 
come Tax  practice  than,  we  will  say,  the  average 
practising  solicitor? — I agree. 

24.091.  Do  you  agree  that  their  disability  for 
sitting  as  one' of  a body  of  Commissioners  is  their 
lack  of  knowledge  of  the  principles  of  the  rules  of 
evidence? — Yes. 

24.092.  That  is  your  main  complaint  against  them? 

— Yes,  putting  it  into  general  language. 

24.093.  There  are  many  other  things  which  come 
before  appellate  tribunals  than  merely  a knowledge 
of  the  principles  of  the  rules  of  evidence,  you  will 
agree? — I want  to  answer  that.  I have  attended  a 
very  large  number  of  appeals,  both  before  the  General 
and  the  Special  Commissioners,  and  I have  never 
known  one  turn  upon  a question  of  figures.  They 
invariably  turn  upon  a question  of  principle,  practi- 
cally a question  of  law,  and  although  when  the  law 
has  been  laid  down  we  want  the  accountants  sitting 
beside  us  to  say,  “ the  result  is  a figure  of  so  and  so, 
the  point  the  Commissioners  have  had  to  decide  has 
invariably  been,  not  figures,  but  a principle  of  law  to 
apply  to  them. 

24.094.  I quite  agree  that  on  points  of  law  the 

lawyer  is  the  best  man  to  deal  with  them? — Thank 
you.  , 

24.095.  But  on  the  other  hand  a great  many  ot  the 
appeals  are  concerned  with  figures? — Well,  that  is 
not  my  experience. 

24.096.  Would  you  apply  the  same  remarks  to  the 
lawyer’s  inability  to  deal  with  figures  as  you  do  to 
the  accountant  with  the  rules  of  evidence?— I cannot 
imagine  an  appeal  on  a question  of  figures. 

24.097.  On  a question  of  accounts? — No.  Speaking 
of  my  own  experience,  and  I can  imagine  nothing 
else,  appeals  invariably  turn  upon  a question  ot 
principle,  and  not  upon  a question  of  accounts  or 

^24,098.  Then  your  view  is  this,  that  the  future 
body  of  Commissioners  should  consist  entirely  ot 
solicitors?— Well,  or  barristers;  I do  not  mind 
barristers.  „ , . _ , . , « T 

24  099.  Even  what  we  call  briefless  barristers,  l 
do  not  see  why  you  should  say  that.  I say  they 
should  be  drawn  like  any  other  judicial  tribunal  fiom 
the  ranks  of  the  legal  profession. 

24  100.  And  you  would  not  augment  them  by  either 

commercial  men,  bankers,  practising  accountants  or 
anyone  else  to  help  them  in  their  deliberations ?-No 
for  the  reason  I have  told  you,  that  the  points  that 
come  before  them  are  points  of  principle,  and  practi- 
cally points  of  law.  The  expert  assistance  which  a 
banker  or  accountant  can  give  should  be  given -ham 
the  Bar  or  the  witness  box,  and  not  from  the  Bench 

ltS24A01.  Then  you  do  not  agree  with  what  Mr. 
Budd  has  just  told  us,  as  to  the  definition  of  profits 
being  a very  great  difficulty  m connection  with  the 
assessment  of  Income  Tax?— I have  no  doubt  it  is  a 

dl^4  102.  You  will  probably  agree  that_  an  accountant 
ought  to  have  some  views  worth  listening  to  on  wha 
the  profits  are? — Exactly,  and  his  ™ws  would  be 
stated  before  the  Commissioners,  and  the  .opposite 
view  would  also  be  stated  before  the  Commissioners, 


and  they  as  a judicial  body  would  decide  between  the 
two  conflicting  views. 

24.103.  You  are  aware  that  we  have  had  some  very 
conflicting  legal  decisions  from  the  judges  of  the  land 
as  to  what  are  profits? — Yes,  I am  aware  of 

24.104.  And  they  have  given  some  decisions  which 
every  accountant  in  the  country  would  probably  dis- 
agree with  if  he  were  asked? — Am  I asked  to  answer 
that  question  ? 

24.105.  Chairman:  No,  1 do  not  think  so. 

24.106.  Professor  Pigou : I should  like  to  ask  Mr. 
Budd  one  question,  in  paragraph  18  of  your  evi- 
dence-in-chief  you  suggest  that  earned  income  should 
be  taxed  at  half  the  rate  of  unearned  income?—  (Mr. 
Budd):  I do. 

24.107.  Would  you  keep  that  same  fraction  of  one- 

half  for  all  rates  of  income?— All  income  earned  by  . 
brainwork.  ' 

24.108.  Would  you  keep  the  fraction  of  one-halt 
with  a £50,000  income  as  well  as  with  a small  one, 
or  would  you  make  the  fraction  vary  with  the  size? — 

I do  not  suggest  that  it  should  vary. 

24.109.  Under  the  present  scale  you  would  get 
paradoxical  results,  would  not  you?  Supposing  you 
have  got  a barrister  earning  £50,000  a year,  and  on 
the  other  hand  a widow  with  an  annuity  of  £2,000 . 

The  widow  would  not  be  earning  money. 

24  110.  No;  that  is  my  point.  You  get  her  with 
an  annuity  of  £2,000.  On  your  scheme  the  barrister 
with  £50,000  would  pay  at  a lower  rate  than  the 
widow  with  her  annuity? — I do  not  see  any  compari- 
son whatever.  T 

24  111.  At  the  present  rate  £50,000  pays  10s.— 1 
am  only  dealing  with  the  wasting  nature  of  a man  s 
brain  when  he  is  a brain  worker,  and  I think  a sulh- 
cient  allowance  ought  to  be  made  for  that,  and  1 
suggest  it  should  be  at  half  the  rate  that  is  charged 
for  every  income  not  earned  in  that  way. 

24  112.  I quite  see  your  point,  but  do  you  admit 
the  result  that  I have  just  adduced  from  it?—1 
no  doubt  it  is  an  arithmetical  problem  that  I could 
work  out,  but  I have  not  worked  it  out. 

24  113.  Is  not  it  rather  paradoxical?— It  does  not 
seem  to  me  to  be  relevant,  if  I may  say  so  with 

^24,114.  Does  not  it  suggest  that  it  might  be 
advisable  that  your  fraction  should  vary  with  the 
size  of  the  income  ?-I  do  not  see  as  a matter  of  prin- 
ciple what  variation  there  should  be,  because  it  is  a 
comparison  between  what  is  earned  income  and  what 
is  not  earned— I mean  earned  by  brain  work. 

24.115.  Well,  I have  made  my  point?— 1 do  not  see 
any  reason  to  vary  it. 

24.116.  Chairman:  Are  you  satisfied  with  your 

answer,  Professor  Pigou?  ■,  mv 

24.117.  Professor  Pigou:  Well,  I have  made  my 

P°24418.  Mr.  Synnott:  With  regard  to  the  relief  to 
earned  incomes,  do  you  suggest  that  that  relief  shoul 
apply  to  all  incomes  earned  by  personal  elfoit  an 
personal  capacity  ?— Yes. 

24.119.  Not  to  earned  income  as  defined  in  tlie 
Income  Tax  Acts?  Oh,  no. 

24.120.  You  think  that  is  wrong?— les. 

24121.  Would  you  give  no  relief  to  what  1 may 

call  ’semi-earned  incomes,  in  which  the  question  ot 
goodwill  or  capital  was  involved  ?— No. 

° 24,122.  Of  course,  you  realize  that  if  one  man  is 
relieved  his  neighbour  is  taxed?— Yes. 

24  123  How  would  you  deal  with  the  case  ot  a 
barrister  who  is  making,  say,  £2,000  a year;  he  comes 
to  the  age  of  40  or  45  when  the  burden  of  his  family 
and  domestic  burdens  are  increasing  and  he. lias 
saved  £10,000.  You  immediately  tax  the  £1U,UUU  at 
the  6s.  rate.  Do  you  think  the  gentleman  m that 
case  would  thank  you  for  being  relieved  during  lus 
early  professional  career?— I am  afraid  he  must  pay 
his  full  rate  with  the  rest.  . ...  „ 

94  194  Do  you  think  a gentleman  in  that  position 
would  thank  'you  for  the  relief  in  the  early  part  <». 
his  career  ? — I think  he  would. 

24  125  T do  not  think  I should.— I think  lie  would 
94’ 126  Mr.  Walker  Clark : I think  I understood 
you  to  say  that  you  would  allow  questions  of  appeal 
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on  fact,  Mr.  Holme?— (Mr.  Holme):  No,  Mr.  Budd 
said  that. 


24.127.  Would  you  agree  with  Mr.  Budd  P— Yes. 

24.128.  Would  you  still  adhere  to  your  statement 
that  no  one  but  practising  solicitors  should  be  on  the 
Bench? — Well,  the  appeal  on  fact  that  Mr.  Budd 
mentioned  was  an  appeal  from  the  Special  or  General 
Commissioners  to  the  High  Court.  I think  I am 
right  in  saying  there  is  already  an  appeal  on  fact  to 
the  Commissioners. 


24.129.  But  questions  of  appeal  on  fact  you  would 
agree  should  be  heard  by  the  Special  Commissioners? 
— As  they  are  now. 

24.130.  And  on  questions  of  appeal  on  fact  as  well 

as  questions  of  appeal  on  law,  you  would  still 
exclude  traders  who  have  large  business  experience 
from  sitting  as  Special  Commissioners  ? — Exactly ; and 
may  I just  without  wasting  time  tell  you 

24.131.  Purely  on  questions  of  fact  ?— Certainly, 
and  law  also. 

24.132.  Mrs.  Knowles:  I should  like  to  ask  Mr. 
Budd  when  he  finds  there  is  so  much  objection  to 
husband  and  wife  being  assessed  together,  what  has 
been  the  reason  for  that  objection,  merely  a pecuniary 
one,  or  is  there  any  principle  behind  it?— (Mr. 
Budd) : I think  there  is  sentiment  behind  it  very 
much.  I find  that  ladies  consider  that  they  are 
entirely  free  from  a husband’s  control  as  to  their 
own  money  matters,  and  they  do  not  think  it  right 
that  the  joint  income  should  be  brought  in  for 
assessment  to  Income  Tax.  They  think  they  should 
be  assessed  separately  on  their  own  income  and  the 
husband  on  his  income;  that  is  what  I find  among 
ladies  generally. 

24.133.  Do  you  find  the  husbands  agree  with  that? 

Oh,  I think  so.  I have  never  heard  a male  sug- 
gest that  that  would  not  be  proper;  he  would  gain 
by  it,  you  see. 

24.134.  Sir  W.  Trower:  Mr.  Holme,  in  litigation 
between  the  subject  and  the  Crown  with  regard  to 
Inland  Revenue  cases,  would  you  agree  that  the  same 
practice  should  prevail  as  far  as  possible  as  now 

prevails  in  litigation  between  subject  and  subject? 

(Mr.  Holme)  : Yes. 

24.135.  Mr.  Pretyman : Mr.  Budd,  in  your  para- 
graph 6 and  again  in  paragraph  13  you  make 
practically  the  same  statement,  first  in  the  case  of 
companies,  and  afterwards  in  the  case  of  firms,  that 
you  know  of  many  cases  of  business  being  withdrawn 
from  this  country  on  account  of  this  taxation?— 
(Mr.  Budd)  : Yes. 


24,136  Can  you  give  us  any  idea  of  the  kind  of 
area.  Is  that  really  an  anticipation,  or  is  there 
ready  any  considerable  withdrawal  actually  taking 
place  ?— There  is  a very  considerable  withdrawal  going 
on  I find  every  day.  Only  three  or  four  days  ago 
i came  across  a large  company  where  the  shares  were 
being  brought  up  and  the  control  of  the  company 
taken  out  of  England. 

24.137.  Had  that  actually  been  accomplished,  or 
were  steps  being  taken  to  accomplish  it?— Whether 

* o^ooey-nhad  be.en  paid  over  or  ,lot  1 do  Dot  know. 

24.138.  But  it  is  settled?— It  is  settled. 

24.139.  It  is  actually  the  case?— I have  had  several 
cases  pass  before  me  that  have  been  settled. 

24.140.  Is  the  extent  of  it  really  important? — I 
think  so. 


24.141.  Or  are  there  large  deductions  drawn  from 

a comparatively  small  number  of  cases?— I think  it 
is  important  because  it  has  been  a matter  of  con- 
versation between  myself  and  a great  many  friends 
of  mine  who  are  in  a large  way  of  business  in  the 
City,  and  I find  from  all  of  them  that  it  is  going 
on  largely.  b 

24.142.  Would  it  be  possible  for  you  to  give  us  any 
statement  showing  within  your  experience  what  are 
actual  cases?— I must  not  mention  names,  you  see  ■ 
l cannot  do  that. 

24.143.  Chairman  : A statement  was  made  to  us 
by  one  witness  some  time  ago,  and  he  gave  the 
actual  fact.  If  it  is  hearsay  only  that  you  have,  and 

ter ,s  not  w°rth  - 


24.144.  If  you  have  got  any  definite  information 
we  should  like  to  know  it?— I am  afraid  I should 
not  be  justified  in  mentioning  it 

24.145.  But  if  you  have  the  fact  there  we  should 
like  to  have  it? — I think  if  the  Commission  were  to 
make  enquiries  from  the  Stock  Exchange  they  would 
find  out  a great  many  of  these  cases  themselves. 

24.146.  You  make  the  statement,  but  you  are  not 
able  to  give  the  name?— I cannot  say  that  I am  not 
able. 

24.147.  Can  you  specify  the  name  and  not  have  it 
taken  down? — No. 

24.148.  Mr.  Walker  Clark  : Or  the  nature  of  the 
business?— All  this  is  going  to  be  published  in  a 
Blue  Book. 

24.149.  Chairman : No,  the  point  is  it  will  not  be 
published.  I will  not  have  it  taken  down,  but  I 
want  to  get  something  not  hearsay — something  de- 
finite. Do  you  know  now,  and  will  you  give  us  the 
names  of  any  concerns  that  have  acted  in  the  way 
you  have  suggested  ?— Yes,  I can.  I could  write 
the  name  for  you  confidentially. 

24.150.  That  will  do,  if  you  will  do  that?— Yes. 

r fk161’  Mr'  Pretyman:  That  is  all  I suggest,  but 
I did  not  ask  for  one  now.  I think  I am  right  in 
saying  in  matters  of  that  kind,  apart  from  the  pub- 
lished evidence  it  would  be  very  helpful  to  us  to 
have  a statement  of  actual  fact  of  that  character 
for  our  own  confidential  information,  which  would 
not  be  published  and  which  would  go  no  further, 
because  we  really  cannot  judge  by  statements  made 
generally;  we  can  only  judge  by  actual  facts.  I 
suggest  to  you  that  you  should  get  the  permission 
of  your  clients  in  the  first  instance  to  let  us  con- 
fidentially have  the  facts. 

24.152.  Chairman:  You  say  it  is  common  know- 
ledge on  the  Stock  Exchange? — Yes. 

24.153.  You  say  there  are  a number  of  cases  that 
you  knowP — Yes. 

24.154.  Will  you  hand  those  cases  that  you  know 
to  me? — Yes. 

24.155.  Mr.  Pretyman : Thank  you ; that  will  meet 
my  point?— I must  not  have  them  published. 

24.156.  Chairman  : Oh,  no. 

24.157.  Sir  W.  Trower  : In  paragraph  7,  you  refer 
to  the  question  of  business  done  by  foreigners  in  this 
country? — Yes. 

24.158.  I notice  that  in  your  argument  against  the 
tax  in  paragraph  7 you  treat  them  as  buyers;  the 
argument  against  taxing  them  is  because  they  are 
buyers?— That  is  appointing  the  general  agent. 

-4,159.  Yes;  people  who  have  general  agents  in 
this  country— foreigners  trading  here— that  is  the 
point.  You  point  out  that  it  is  very  undesirable 
to  tax  this  trade,  because  they  are  buyers  or  prospec- 
tive buyers;  then  in  the  next  paragraph,  the  question 
as  to  whether  a trade  is  exercised,  and  so  on.  where 
you  are  dealing  with  actual  imposition  of  the  tax, 
you  deal  with  them  as  sellers? — Yes. 


‘wgumem,  is  man  nney  are  taxed 
as  sellers  and  not  as  buyers?— They  are  hit  as  sellers 
under  the  Income  Tax  Acts,  but  when  they  are  hit 
us  sellers  they  stop,  and  they  do  not  create  these 
agencies.  But  they  would  be  buyers;  that  is  the 
way  I want  to  put  it. 

24.161.  Do  you  suggest  that  in  the  case  of  a German 
hrm,  tor  instance,  which  was  in  the  habit  of  trading 
and  selling  m this  country,  selling  its  goods  here,  the 
face  that  it  was  selling  here  made  its  agent  a buyer? 
— i am  not  talking  about  Germans;  I am  talking 
about  people  in  South  America  and  cases  of  that 
kind.  Those  are  the  people  who  want  to  establish 
general  agencies  here. 

24.162.  Take  the  case  of  the  Meat  Trust?— That 
is  a very  special  case.  I am  taking  the  cases  of 
mining  industries  and  things  of  that  kind  abroad. 

24.163.  Are  you  going  to  draw  the  line  between 
tiie  special  case  at  one  end  of  the  Meat  Trust  and  the 
case  of  mining  industries  abroad.  In  the  first  place, 

• ° m*-1  aSree  that  the  Meat  Trust  business  carried  on 
ni  this  country  as  it  is  now  ought  to  be  taxed?— 
Uh  yes,  clearly. 

24.164.  Can  you  suggest  any  other  means  of  taxing 
it  -han  on  the  turnover?— Yes.  The  Meat  Trust  does 
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its  business  here ; not  only  sells  its  meat,  but  it 
carries  on  a large  business  here.  There  could  not  be 
any  doubt  about  the  Meat  Trust,  surely. 

24.165.  Can  you  suggest  any  other  method  of  taxing 
them  except  on  their  turnover?— If  it  was  the  mere 
agency  here  of  a foreign  firm  that  was  not  carrying 
on  such  a business  as  the  Meat  Trust,  then  you  need 
not  tax  them. 

24.166.  Very  well,  I will  not  pursue  that;  you 
cannot  suggest  any  other  way.  Can  you  suggest  any 
way  of  drawing  the  line  between  the  Meat  Trust 
at  one  end  and  a mining  company  sending  goods 
here  at  the  other? — I do  not  think  there  would  be 
any  difficulty  in  drawing  the  line,  as  long  as  they 
carried  on  a general  business  here.  If  they  only  sold 
their  goods  here,  that  is  quite  a different  thing,  as 
long  as  they  did  not  carry  on  a general  trade  here. 

24.167.  I will  not  ask  you  any  more  on  that,  but 
I have  one  more  question  that  I must  ask  you.  I 
think  it  is  important.  The  whole  of  your  proposals 
here  are  in  the  direction  of  remission  of  tax  or  abate- 
ment of  tax? — Yes. 

24.168.  On  grounds  which  you  and  other  witnesses 
have  very  strongly  put  forward,  but  you  realize  the 


very  great  importance  of  the  necessity  of  maintaining 
revenue? — Certainly,  but  another  great  importance 
is  keeping  up  our  export  trade. 

24.169.  I know,  but  we  have  got  to  maintain  our 
revenue? — You  have  got  to  put  one  against  the 
other.  It  is  not  for  me  to  judge  which  is  the  more 
important.  I only  wish  to  call  attention  to  the  fact 
that  there  is  a great  deal  of  export  trade  going  away 
in  consequence  of  the  taxation. 

24.170.  You  have  done  that,  but  have  you  given 
any  thought  to  the  matter,  apart  from  all  that,  of 
maintenance  of  revenue? — I am  unable  to  measure 
the  quantum  on  both  sides  or  how  much  we  are  losing 
in  one  way.  I am  only  calling  attention  to  the  fact 
that  there  is  a great  loss  to  the  export  trade,  and 
it  ought  to  be  carefully  considered. 

24.171.  Have  you  considered  it  from  this  point  of 
view,  that  assuming  the  same  sum  has  to  be  raised 
if  those  remissions  are  given,  it  will  involve  a higher 
rate  of  tax? — No.  1 may  be  wrong,  but  I think  you 
would  gain  by  the  increased  profit  made  on  the 
export  trade. 


Mr.  Philip  Hubert  MartineaU,  called  and  examined, 

The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Note  by  Philip  Hubert  Martineau,  2,  Raymond 
Buildings,  Gray’s  Inn,  W.O.,  member  of  the  firm 
of  Martineau  and  Reid,  Solicitor  and  Member  of 
the  Council  of  the  Law  Society. 

24.172.  I desire  to  call  the  attention  of  the  Com- 
mission to  a hardship  which  falls  on  many  persons 
in  connection  with  the  assessment  of  Super-tax.  The 
class  on  whose  behalf  I specially  desire  to  draw 
attention  is  that  of  tenants  for  life  of  settled  estates. 

I have  been  in  practice  now  as  a solicitor  for  oyer 
30  years  and  have  had  a long  experience  in  dealing 
with  this  class  of  property. 

24.173.  Super-tax  is  assessed  on  the  income  from  all 
sources  of  the  individual,  and  I take  it  that  the 
object  is  to  arrive  at  the  real  and  true  income  of  the 
taxpayer.  This  is  provided  for  by  the  application 
to  Super-tax  of  the  provisions  of  the  Income  Tax  Acts 
with  reference  to  deductions  allowable  for  exemptions 
and  abatements.  In  my  view  a great  hardship  is 
caused  by  the  construction  in  the  Earl  Howe  case 
put  upon  the  words  “ annual  payments,  section  lb4 
of  the  Income  Tax  Act,  1842. 

24  174.  A tenant  for  life  succeeds  to  a settled  landed 
property  which  in  many  cases  is  heavily  encumbered. 

Money  is  needed  for  various  causes,  one  of  the  most 
oommon  being  the  necessity  for  paying  Death  Duties, 
or  the  estate  being  in  a bad  .state  of  repair,  it  becomes 
necessary  to  find  the  money  for  the  purpose  of  carry- 
ing out  obligations  which  his  predecessor  has  not 
properly  performed.  The  tenant  for  life  probably  has 
no  means  or  income  outside  the  income  derived  from 
the  estate,  and  the  only  way  by  which  he  can  box  row 
the  money  is  to  mortgage  his  life  interest  in  the 
estate  coupled  with  a policy  of  insurance  on  his  life 
to  secure  the  principal  sum  borrowed.  He  has  to 
enter  into  a covenant  in  the  mortgage  to  pay  the 
interest  on  the  loan,  and  in  addition  to  pay  the 
insurance  premiums.  It  is  not  disputed  ' 

respect  of  the  interest  payable  on  the  loan  he  has  a 
right  to  deduct  this  in  his  Super-tax  return,  but  the 
Commissioners  have  refused  to  allow  any  deductio 
in  respect  of  the  annual  premiums,  and,  while  there 
has  been  a difference  of  judicial  opinion  on  the 
subject,  the  Court  of  Appeal  has  decided  that  a 

deduction  is  not,  on  the  true  constructs  of  the 

statutes,  allowable  in  respect  of  these  premiums. 

24,175.  I submit  that  this  is  a hardship,  and  that 
there  is  no  real  ground  for  the  distinction  th^jbawn 
between  the  interest  and  the  premiums  Berth  are 
annual  sums,  and  both  are  paid  for  precisely  the  same 
reason,  because  there  is  a legal  obligation  enforceable 
by  the  Court.  I submit  that  the  real  income  of  the 
individual  is  only  that  amount  which  remains  to  him 


after  paying  out  these  sums.  If  the  practice  which 
now  prevails  is  right  it  is  possible  to  imagine  a case 
in  which  a man  might  be  compelled  to  pay  Super-tax 
on  a large  income  although  in  fact  he  had  no  free 
income  whatever.  I suggest  for  the  consideration 
of  the  Commission  that  this  can  hardly  have  been 
the  intention,  and  that  premiums  which  a tenant  for 
life  has  to  pay  compulsorily  in  order  to  enable  him 
to  borrow  the  money  necessary  to  meet  unavoidable 
expenditure  ought  to  be  treated  as  annual  payments, 
so  that  if  they  are  charged  upon  and  legally  payable 
out  of  income  they  should  be  deductible. 

[This  concludes  the  evidence-in~cliief.] 

24  176.  Chairman : I do  not  think  the  - Com- 

mission will  want  to  ask  you  many  questions  on  your 
paper,  but  you  will  please  submit  yourself  to  the 
questions  the  Commissioners  will  ask?— Yes. 

24.177.  Mr.  Pretyman:  Being  a tenant  tor  Hie 
myself,  I can  speak  feelingly  on  this  subject.  Why 
do  you  say  it  is  necessary  for  a tenant  for  life  to 
mortgage  the  estate  to  pay  Death  Duties?— Because 
very  often  it  is  the  only  way  he  can  possibly  get 
the  money;  he  cannot  do  it  out  of  income.  Io  is  a 
heavily  encumbered  estate,  and  he  lias  to  borrow  the 
money,  and  the  only  way  he  can  borrow  it  is  by 
insuring  his  life  and  charging  the  income  of  his  hie 
estate  with  the  payment  of  the  premiums  and  the 
interest  on  the  money  he  borrows. 

24  178.  The  conception  of  the  duty  is  that  it  has 
to  be  paid  out  of  the  estate,  probably  by  realization 
of  part  of  the  estate?— You  are  speaking  of  Estate 

^ 24JL79.  Yes? Of  course,  that  can  be  raised  out  of 

the  estate,  but  it  does  not  follow  where  an  estate  is 
encumbered  that  you  can  raise  that  money  very  easily. 

24  180.  But  if  the  estate  is  encumbered  the  weight 
of  the  encumbrance  is  deducted  from  the  capital  on 
which  duty  is  charged? — That  is  quite  true,  but  it 
does  not  apply  to  Succession  Duty,  which  is  o ay  able 
by  the  tenant  for  life  himself,  and  not  out  of  the 
capital  of  the  estate. 

24,181.  Succession  Duty  is  not  a duty  on  capital 
at  all?— No,  it  is  a duty  on  income;  it  is  a duty  on 
his  life  interest  in  the  estate. 

24  182  Is  this  case  of  yours  solely  on  Succession 
Duty,  or  is  it  on  Estate  Duty?— On  both.  I have 
had'  both  oases,  where  the  tenant  for  life  has  had 
to  borrow  the  Estate  Duty  in  the  first  instance, 
although  ultimately,  perhaps,  when  he  has  been  able 
to  realize  the  estate,  he  has  been  able  to  pay  oS  the 
Estate  Duty.  It  does  not  apply  only  to  Succession 
Duty.  A tenant  for  life  may  come  into  an  estate 
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which  is  in  a bad  state  of  repair ; his  predecessors 
have  neglected  their  duties;  he  is  obliged,  in  order 
to  secure  his  rental,  to  spend  a great  deal  of  money 
in  repairs.  They  may  be  repairs  which  he  cannot 
pay  for  out  of  capital ; he  must  pay  for  them  out 
of  his  own  pocket. 

24.183.  Surely  all  repairs  and  maintenance  on  an 
estate  under  those  circumstances  can  be  paid  for  by 
the  trustees  out  of  capital  under  the  existing  law?— - 
No,  not  all  repairs.  The  repairs  fall  on  the  tenant 
for  life,  though  they  must  be  permanent  improve- 
ments, I agree.  There  is  a great  difficulty  very  often 
with  regard  to  that,  because  if  you  go  to  the  Court 
you  will  find  that  judges  hold  very  different  opinions 
as  to  what  are  improvements  and  what  are  repairs, 
and  what  ought  to  fall  on  a tenant  for  life. 

24.184.  Surely  all  that  comes  into  the  value  of  the 
estate,  does  it  not?  I think  what  would  be  argued 
against  you  here  would  be  that  the  Estate  Duty  (if 
we  may  take  that  separately  in  the  first  instance, 
because  it  seems  a little  different)  is  levied  upon  the 
entire  capital  value  of  the  estate? — That  is  so. 

24.185.  And  in  assessing  that  capital  value  all 
elements  which  may  tend  to  depreciate  the  value  are 

taken  into  account  before  the  duty  is  charged? That 

is  so,  yes. 

24,18b.  And  therefore  in  every  case  the  successor 
who  has  to  pay  the  duty,  would  only  have  to  pay 
the  duty  after  all  those  have  been  deducted,  and  all 

would  stand  on  the  same  footing  in  that  respect? 

Yes,  that  is  right. 

24.187.  The  man  who  has  a property  which  is  quite 
unencumbered,  which  is  in  good  repair,  and  who  is 
subject  to  none  of  those  disabilities,  would  have  to 
pay  Death  Duty  on  the  entire  value? — That  is  right 

24.188.  The  other  would  have  to  pay  on  a reduced 
value  after  all  those  other  elements  have  been  de- 
ducted?— That  is  so. 

24.189.  Of  course,  it  might  cause  some  hardship. 

Again,  a tenant  for  life  in  one  case  might  have  con- 
siderable private  means  of  his  own? Yes. 

24.190.  And  he  might  be  able  to  pay  the  duties  out 
of  income? — Yes. 

24.191.  And  another  might  not? — That  is  so. 

24.192.  Again.  I go  back  to  the  point  I first  men- 
tioned, that  the  idea  of  the  Death  Duty  is  that  it  is 
a duty  on  the  capital,  and  that  a certain  proportion 
of  the  capital  should  be  realized  to  meet  the  duty?— 
Yes,  that  is  the  Estate  Duty;  they  are  all  called 
Death  Duties,  but  it  is  Estate  DuTiy. 

21.193.  Then  it  is  entirely  a matter  for  the  per- 
sonal decision  and  convenience  of  the  particular 
tenant  for  life  in  question  whether  he  realizes  part 
of  his  property,  or  whether  he  meets  it  by  a mortgage 
covered  by  a Life  Insurance? — Yes.  1 would  not  say 
in  all  cases,  because  in  some  cases  he  might  not  be 
able  to  realize,  and  he  might  not  lie  able  to  borrow, 
because  it  might  be  already  mortgaged.  The  ques- 
tion of  putting  the  extra  Estate  Duty  on  to  the 
estate  may  be  a difficult  point. 

24.194.  I quite  admit  that  in  some  cases? — And 
he  might  be  bound  in  that  case  to  borrow  in  the  first 
instance,  and  to  insure  his  life. 

24.195.  I think  your  case  would  be  a very  strong 
one  if  you  could  prove  that  he  would  be  actually 
forced  to  do  that.  It  mighlf  get  to  the  point  that 
it  was  very  desirable  for  him  to  do  it,  but  would 
you  go  so  far  as  to  say  he  was  actually  obliged  to  do 
so? — Mortgage  his  life  interest? 

24,19(5.  Yes? — For  Estate  Duty? 

24.197.  Yes;  it  seems  to  me  to  turn  largely  on 
that? — No,  I do  not  think  I can  say  that. 

24.198.  That  seems  to  me  to  be  rather  the  critical 
point? — I had  one  case,  but  fortunately  I was  able 
to  borrow  on  a second  mortgage;  if  I had  not  been 
able  to  do  that  I should  have  had  to  have  done  the 
other. 

24.199.  You  would  have  advised  that  it  was  the 
best  thing  to  do? — Yes. 

24.200.  But  you  could  not  have  gone  into  a Court 
of  law  and  said  that  the  law  compelled  him  to  do 
it?— No;  still  he  might  k in  a very  awkward 
position;  he  has  got  to  pay  the  duty. 


24.201.  That  brings  me  to  another  point.  He  has 
the  alternative,  either  of  mortgaging  and  paying  the 
duty  in  one  lump,  or  of  paying  the  duty  spread  over 
the  eight  years  by  instalments? — That  is  right. 

24.202.  And  paying  interest? — Paying  it  out  of 
income  if  he  can. 

24.203.  But  paying  interest? — Yes,  that  is  true. 

24.204.  He  has  to  begin  paying  interest,  has  he 
not,  from  the  date  of  the  death? — No,  one  year 
from  the  death,  I think  it  is,  in  the  case  of  real 
estate,  and  in  the  case  of  personal  estate  it  is  from 
the  death. 

24.205.  Yes,  that  is  so.  Of  course,  the  settlements 
that  you  refer  to  here  are  practically  confined  to  real 
estate  ? — Practically,  yes. 

24.206.  The  interest  is  now  4 per  cent.,  is  it  not? 
— Yes,  it  has  been  raised  recently. 

24.207.  Would  not  your  point  be  better  met  if  that 
interest  were  to  be  allowed  to  be  deducted  from 
income;  has  it  ever  occurred  to  you?  It  is  not 
allowed  now? — No,  you  cannot  deduct  it. 

24.208.  It  is  a debt  to  the  State,  is  it  not? — It  is 
a debt  to  the  State. 

24.209.  Exactly  as  a mortgage  would  be? — Yes. 

24.210.  Mortgage  interest  can  be  deducted? — Yes, 
that  is  so. 

24.211.  The  interest  due  to  the  State  on  the  loan 

which  the  State  has  made,  because  that  is  the 
position ? — Yes. 

24.212.  The  State  has  made  a loan  to  the  tenant 
for  life  of  the  sum  of  duty  which  passed  from  the 
estate  on  death? — That  is  so. 

24.213.  Which  really  never  was  the  property  of  the 
tenant  for  life? — That  is  so. 

24.214.  It  is  lent  to  him  by  the  State  for  eight 
years  ? — Yes. 

24.215.  On  conditions  of  repayment  over  periods? 
— Yes. 

24.216.  And  interest  is  charged  upon  that? — I think 
that  is  what  it  amounts  to. 

24.217.  But  that  is  not  allowed  to  be  deducted? 

No. 

24.218.  Have  you  ever  taken  out  that  kind  of 
figures?  Take  the  case  of  an  estate  of  £1,000,000, 
which  was  mainly  settled,  consisting  of  various  cate- 
gories of  property,  such  as  a house  in  the  country, 
a house  in  London,  a certain  amount  of  land,  and 
a certain  amount  of  settled  money — the  sort  of 
average  estate;  the  duty  on  that  under  the  scale,  I 
think,  is  40  per  cent.  ? — Something  like  that.  I have 
not  had  the  fortune  to  deal  with  an  estate  worth 
£1,000,000  at  present. 

24.219.  I took  that  out  of  the  scale  to  show  what 
you  may  arrive  at? — I think  that  is  so. 

24.220.  The  interest  is  4 per  cent.,  is  it  not?— Yes. 

24.221.  If  the  duty  were  40  per  cent.,  that  would 
be  £400,000  ?— Yes. 

24.222.  The  interest  on  that  would  be  £16,000?— 
Yes. 

24.223.  The  income  of  that  estate  might  come  out, 
we  will  say,  to  about  £30,000?— Yes. 

24.224.  Income  Tax  and  Super-tax  would  be 
£15,000? — I cannot  answer  that  question  off-hand. 

24.225.  10s.  in  the  £? — At  10s.  in  the  £,  yes,  that 
is  so. 

24.226.  That  would  be  £15,000?— Yes. 

24.227.  So  out  of  an  income  of  £30,000  he  would 
have  to  pay  £16,000  interest  and  £15,000  Income  Tax 
and  Super-tax? — Yes. 

24.228.  In  other  words,  £31,000  out  of  an  income 
of  £30,000?— Yes. 

24.229.  That  is  universal,  is  at  not? — Yes. 

24.230.  That  covers  every  case? — Yes. 

24.231.  It  is  not  dependent  on  whether  a man  has 
got  a mortgage  or  not? — Yes,  it  would  cover  every 
case. 

24.232.  Do  you  not  think  it  would  be  more  reason- 
able to  ask  that  interest  on  outstanding  Death 
Duties  should  be  deducted  from  taxable  income 
rather  than  to  put  forward  this  proposal? — Well,  I 
should  rather  like  to  consider  that  point;  I am  much 
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obliged  to  you  for  putting  it  to  mo ; I had  not  thought 
of  it. 

24.233.  Chairman : I am  wondering  how  they  can 
spend  £31,000  and  receive  £30,000 ; that  is  the  thing 
that  is  bothering  me. 

24.234.  Mr.  Pretyman : That  is  the  law.  I do  not 
think  it  is  realized  by  the  public,  but  that  is  the 
position. 

24.235.  Chairman : Is  this  new  to  you,  Mr. 

Martineau? — Well,  I had  not  considered  it  until  it 
was  put  to  me;  of  course,  I do  know  it. 

24.236.  It  is  very  interesting  that  a member  of  the 
Commission  can  give  a new  point  tc  a lawyer? — Yes, 

I think  so. 

24.237.  Mr.  Manville : The  richer  you  are  the 
poorer? — Perhaps  the  tenant  for  life  is  speaking 
feelingly  himself. 

24.238.  Mr.  Marks : Capt.  Pretyman’s  figures,  I 
do  not  think  are  quite  right.  I do  not  think  it 
goes  up  to  40  per  cent,  until  the  estate  is  two  millions. 

'24,239.  Mr.  Pretyman : Well,  it  may  he  35  per 
cent,  then;  it  is  much  the  same  thing.  I saw  a table 
the  other  day. 

24.240.  Mr.  Marks : Not  exceeding  ODe  million,  28 
per  cent. ; between  one  million  and  a million  and  a 
quarter,  30  per  cent.  It  would  give  him  a little  in- 
come. 

24.241.  Mr.  Pretyman : It  would  give  him  just 
nothing,  I think. 

24.242.  Mr.  Marks : He  would  pay  £12,000  and 
£15,000,  that  is,  £27,000;  he  would  have  about 
£3,000  a year. — Hardly  enough  to  keep  up  his 
establishment. 

24.243.  Hir  E.  Nott-Bcnver:  This  claim  of  yours  on 
behalf  of  the  Super-tax  payer,  I understand,  is  put 
forward  on  the  ground  of  equity? — Yes. 

24.244.  You  think  that  if  a deduction  is  not  allowed 
for  Life  Assurance  premiums  the  man  will  pay  on  a 
higher  amount  of  income  than  he  really  has  got  him- 
self?— That  is  so. 

24.245.  I just  want  to  test  that,  because  1 am 
afraid  I do  not  follow  that  at  present.  Mr.  Prety- 
man has  been  talking  to  you  about  Death  Duties. 
Let  me  go  for  a moment  to  another  of  your  causes 
of  hardship ; that  is,  an  estate  is  in  a bad  state  of 
repair.  I think  the  principle  would  be  much  the 
same,  but  I can  follow  it  more  easily  on  the  case  of 
repair.  Assuming  you  have  an  estate  in  good  repair 
and  bringing  in  a rental  of  £10,000  a year,  it  passes 
on  death,  and  the  new  tenant  is  tenant  for  life  only ; 
it  is  then  in  a very  bad  state  of  repair.  Supposing 
it  is  land  and  houses — an  agricultural  estate,  with 
farm  buildings  requiring  a great  deal  of  expenditure 
on  them  to  maintain  the  property  at  a rental  of 
£10,000.  The  life  tenant  wants  to  borrow  £20,000  in 
order  to  put  the  estate  in  a thorough  state  of  repair, 
and  to  enable  it  to  command  the  £10,000  rent.  He 
has  no  funds  of  his  own  out  of  which  to  borrow.  I 
am  putting  it  from  your  own  point  of  view? — Yes. 

24.246.  He  cannot  mortgage  the  fee? — No. 

24.247.  He  might  for  Estate  Duty,  but  not  for  re- 
pairs?— That  is  so. 

24.248.  Mr.  Pretyman : Can  he  mortgage  the  fee 
for  Estate  Duty? — Yes,  he  can  mortgage  the  fee  for 
Estate  Duty. 

24.249.  Sir  E.  Nott-Bower : But  not  for  repairs. 
Therefore,  he  is  keen  to  put  the  property  into  a good 
state  of  repair,  and  so  he  proceeds  to  mortgage  his 
life  interest? — Yes. 

24.250.  The  mortgagees  of  the  life  interest  say: 
“ tliis  is  all  very  well,  but  you  may  die  to-morrow. 
You  must  insure  your  life.”  That  is  the  case  you 
are  putting? — Yes. 

24.251.  Let  me  follow  that  for  a moment.  It  seems 
to  me  that  if  you  allowed  the  Life  Assurance  pre- 
miums he  would  pay  on  less  than  his  income.  He 
liorrows  £20,000 — would  you  mind  my  saying  for  con- 
venience, at  5 per  cent,  only,  because  it  is  easy  to 
calculate? — He  will  not  get  it  at  5 per  cent,  now,  of 
course. 

24.252.  I do  not  mind  saying  6 per  cent,  or  7 per. 
cent. 

24.253.  Chairman:  Take  it  at  10  per  cent,  if  you 
like. 


24.254.  Sir  E.  N ott-Bower : 10  per  cent,  will  do  for 
me  equally  well,  because  I can  work  it  out.  He 
borrows  £20,000,  say,  at  5 per  cent.  He  has  to  pay 
£1,000  interest,  and  he  insures  his  life  for  £20,000,  a 
non-profit  policy,  and  pays  £500  premium? — Yes. 

24.255.  The  result  of  that  is,  he  pays  interest  £1,000 
and  insurance  premium  £500;  he  has  a net  income 
of  £8,500?— Yes. 

24.256.  He  can  enjoy  that  during  the  whole  of  his 
life  if  he  likes.  Merely  for  simplicity  I am  assuming 
he  is  not  going  to  repay  the  money? — Yes. 

24.257.  When  he  dies  the  insurance  money  repays 
the  loan? — Yes. 

24.258.  So  that  during  the  whole  of  his  life  he 
draws  his  income  of  £8,500  a year  ? — Yes. 

24.259.  How  will  that  man  be  treated  for  Super-tax 
purposes,  if  your  request  that  the  premium  be  allowed 
is  conceded?  What  would  happen  would  be  that 
during  the  first  five  years  after  the  repairs  were 
effected  he  would  get  a deduction  of  £4,000  a year — 
one-fifth  of  the  £20,000  every  year.  Have  you  not 
overlooked  the  fact  that  all  expenditure  on  repairs 
will  be  allowed  both  for  Income  Tax  and  Super-tax 
purposes?  Therefore,  for  the  first  five  years,  he 
would  pay  Super-tax  only  on  £10,000,  less  £1,000 
interest,  less  £500  premium,  less  £4,000  for  repairs, 
and  his  net  Super-tax  assessment  would  only  be  £4,500 
for  each  of  the  first  five  years.  Afterwards  the  allow- 
ance for  repairs  is  exhausted,  and  he  will  pay  on 
£8,500,  his  exact  income,  but  you  will  observe  he 
virtually  gets  that  £20,000  allowed  twice  over.  I 
think  you  overlooked  the  fact  that  the  actual  cost  of 
repairs  is  allowed? — You  mean  that  he  is  allowed  the 
whole  cost  of  his  repairs? 

24,260.  Yes,  he  is  allowed  all  his  repairs,  and  what 
you  say  is  that  he  ought  also  to  be  allowed  the  annual 
sum  which  is  put  by  to  replace  the  capital  spent  on 
the  repairs.  Is  it  not  a double  allowance  virtually 
in  respect  of  the  same  thing? — I do  not  think  so,  is 
it? 

24,201.  Well,  I have  put  it  to  you.  I endeavoured 
to  work  it  out  yesterday  evening,  and  that  is  the 
result  I arived  at. — He  borrows  £20,000  for  repairs; 
he  has  an  income  of  £10,000,  which  is  reduced  to 
£8,500  by  that  means.  It  is  true,  probably  for  some 
time,  he  would  not  have  to  spend  any  more  money  on 
repairs. 

24.262.  If  he  did  he  would  get  an  allowance  for  it? 
— He  would  get  under  the  Schedule  A assessments 
his  one-sixth  off  to  cover  repairs — that  is  really  what 
it  is — but  it  may  not  be  enough;  at  the  same  time 
in  this  particular  case  he  has  put  the  estate  into 
thorough  repair. 

24.263.  I am  supposing  for  the  moment,  for  the 
sake  of  simplicity  (I  will  take  the  other  case  after- 
wards, if  you  like),  in  order  to  test  the  principle, 
that  it  was  an  agricultural  estate.  If  it  was  an 
agricultural  estate  there  is  no  one-sixth  limit;  there 
is  no  one-eighth  limit;  you  get  the  whole  cost? — I 
know  you  get  the  extra ; if  you  can  show  that  your 
repairs  have  exceeded  a certain  amount  you  are 
allowed  the  extra  sum.  At  the  same  time,  I do  not 
think  he  would  have  got  that  whole  allowance  if  he 
had  gone  on  paying  for  the  repairs  out  of  his  income. 
Supposing  he  had  sufficient  inoome  and  he  had  gone 
on  paying  it  out  of  his  income,  he  would  not  have 
got  the  whole  of  that  amount  allowed  him. 

24.264.  Oh  yes,  he  would? — No,  absolutely. 

24.265.  Mr.  Pretyman : Yes,  he  would,  every  penny 
on  an  agricultural  estate? — But  it  might  not  be  all 
agricultural,  if  I may  say  so. 

24.266.  Sir  E.  Nott-Bower:  Really  I was  only 
testing  the  principle.  Supposing  it  was  not  all  agri- 
cultural; supposing  some  of  it  were  house  property? — 

24.267.  And  supposing  the  allowance  were  limited 
to  one-sixth?— Yes. 

24.268.  Really  the  grievance  there  is  not  that  the 
Life  Insurance  premium  is  not  allowed,  but  the 
grievance,  if  any,  is  that  the  one-sixth  allowance  was 
not  sufficient? — Yes. 

24.269.  We  have  had  some  evidence  on  that  point. 
Still,  to  the  extent  that  you  have  got  the  repair 
allowance,  it  would  be  a double  allowance? — I see. 


1192 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


20  November , 1919.]  Mr  Philip  Hubert  Martineau, 


[Continued. 


My  F'nit  is  this,  that  lie  has  to  borrow  this  money 
and  in  order  to  do  that  he  has  got  to  insure  his  life, 
and  he  is  under  covenant  to  pay  interest  and 
premiums.  It  seems  to  me  that  you  cannot  distinguish 
between  premiums  and  interest  in  that  case.  It  is 
a sum  which  has  to  be  paid  and  which  can  be  enforced 
by  law,  and  I think  myself  if  you  want  to  arrive  at 
what  is  the  true  income  (and  I understand  that  is  the 
principle  upon  which  you  are  working  in  regard  to 
Super-tax— -the  true  and  real  income  of  the  tenant  for 
life  on  which  he  has  to  pay  his  Super-tax),  he  ought 
to  be  able  to  deduct  those  premiums ; he  is  bound  by 
law  to  pay  them,  and  he  cannot  get  out  of  it.  That 
seems  to  be  the  whole  point  that  I want  to  bring  out. 

24.270.  I suggest  to  you  he  would  pay  Super-tax 
on  less  than  his  income  in  the  example  I gave. 

24.271.  Chairman:  Do  you  think  your  case  is  as 
strong  now  as  it  was  when  you  came  in? — I am  here 
before  a very  critical  body  of  gentlemen,  of  course. 

24.272.  Would  you -like  to  reconsider  your  case? 

No,  I do  not  think  I can  reconsider  it. 

24.273.  I was  only  wondering  whether,  if  you  are 
convinced  that  there  is  something  against  your  case, 
as  you  would  be  as  a fair-minded  man,  if  there  are 
points  raised,  you  would  want  to  proceed  with  your 
paper  ? — I do  not  think  I should  want  to  reoonsider 
the  case ; I do  not  think  really  there  is  any  point. 

24.274.  Sir  TF.  Troioer : May  I put  it  to  you  in  this 
way,  which  is  rather  a different  point  of  view  that 
has  no  consideration  with  the  purposes  for  which  the 
tenant  for  life  raises  the  income  at  all;  I do  not  think 
that  is  material.  You  are  familiar  with  the  164th 
section  of  the  old  Act? — Yes. 

24.275.  That  is  section  27  of  the  new  Act,  and  it 
is  by  reference  to  that  section  that  the  allowances  for 
Super-tax  are  arrived  at? — That  is  so. 

24.276.  I am  putting  it  to  you  that  the  questions 
which  have  been  asked  you  with  regard  to  the  purposes 
are  not  relevant  to  the  question  at  all.  If  you  will 
refer  to  section  27  you  will  see  the  question  is,  “ all 
particulars  of  any  yearly  interest  or  other  annual 
payments,  reserved  or  charged  thereon,  whereby  his 
income  is  or  may  be  diminished  ” ? — Yes. 

24.277.  A tenant  for  life  for  the  purposes  of  Super- 
tax is  entitled,  according  to  one  construction  of  that 
section,  to  deduct  any  annual  sum  which  is  charged 
on  his  income;  that  is  so,  I think? — Yes. 

24.278.  And  therefore,  if  a premium  is  an  annual 
sum  charged  on  his  income  it  is  a question  of  whether 
it  ought  to  bo  deducted  or  not? — Yes. 

24.279.  The  decision,  as  far  as  it  has  gone,  is  this: 
in  the  Court  of  First  Instance  it  was  decided  that  for 
the  purposes  of  Super-tax  the  premium  charged  on  a 
life  estate  was  an  annual  deduct'on  within  that 
section  ? — Yes. 

24.280.  That  is  Mr.  Justice  Sankey’s  decision? — 
Yes. 

24.281.  That  case  went  to  the  Court  of  Appeal,  who 
reversed  Mr.  Justice  Sankey’s  decision,  and  it  comes 
back  for  the  consideration  of  the  Commissioners,  I 
think,  as  to  whether  or  not  a premium  is  an  annual 
deduction  which  should  be  allowed,  within  the 
principle  of  that  section,  to  a tenant  for  life? — \res, 
that  is  my  point. 

24.282.  Now  let  me  put  it  to  you  in  this  way : a 
tenant  for  life  has  an  income  derived  from  land  or 
from  houses;  it  does  not  matter  much  which;  his  life 
interest  is  charged  subject  to  private  encumbrances. 
Those  private  encumbrances  may  be  at  the  date  some 
time  ago — some  previous  date — running,  as  we  know 
they  often  were,  at  per  cent.  Therefore,  the 
tenant  for  life  is  in  this  position,  that  some  five  or 
six  years  ago  lie  had  an  encumbered  estate  with  a 
large  sum  chargeable  on  it  at  per  cent.  Then  he 
lias  to  borrow  (I  do  not  care  for  what  purpose  he  has 
to  borrow)  and  he  has  for  that  purpose  to  insure  his 
life  and  borrow  on  his  life  interest? — Yes. 

24.283.  For  that  purpose  he  gives  a definite  charge 
on  his  life  interest  and  then  comes  the  war.  I am 
putting  an  extreme  case.  The  insurance  company 
puts  up  his  interest  to  54  per  cent.  The  whole  of  his 
income  has  gone.  The  insurance  company  puts  in 
a Receiver,  takes  the  whole  of  his  income  and  applies 
part  of  it  in  discharge  of  the  interest  of  the  first 
encumbrances,  and  it  takes  the  rest  of  his  income 
to  meet  the  premium  and  the  interest  on  the  charge  of 


his  life  estate;  that  is  an  extreme  case? — Yes,  that 
would  be  the  exact  legal  position. 

24.284.  In  such  an  extreme  case  you  get  the  income 
of  the  tenant  for  life,  I take  it,  intercepted  before 
he  gets  it? — Yes. 

24.285.  In  every  case  where  a tenant  for  life  charges 
his  income  for  interest  and  premiums  and  it  is  not 

paid,  if  a Receiver  is  put  in,  it  is  intercepted? 

That  is  so. 

24.286.  If  the  Receiver  is  not  in,  there  is  a 
potentiality  of  deducting  it  from  his  income? — That 
is  so. 

24.287.  In  neither  case  he  gets  the  income  which  is 
devoted  to  that  premium? — No. 

24.288.  Therefore,  his  net  income,  that  is,  his 
income  less  what  is  charged  within  the  section,  is 
charged  with  a payment  whereby  his  income  is 
diminished  ? — Yes. 

24.289.  Very  well,  then  I put  it  to  you,  is  it 
reasonable  that  a tenant  for  life  who  does  not  receive 
income  should  be  charged  Super-tax  on  income  which 
he  does  not  receive;  that  is  your  case? — That  is  my 
case ; I do  not  think  it  is  reasonable. 

24.290.  It  is  not  reasonable  that  money,  which  is 
intercepted  and  whioh  never  reaches  a man’s  hands 
under  a legal  charge,  should  be  charged  with  Super- 
tax?— That  is  so. 

24.291.  That  I think  is  your  case? — That  is  my  case. 

24.292.  And  I think  that  the  cases  which  Mr. 
Pretyman  and  Sir  Edmund  Nott-Bower  have  referred 
to,  and  you  have  referred  to  in  your  cases,  are  by  way 
of  illustration,  and  it  does  not  affect  the  principle  of 
the  case? — It  does  not  affect  the  principle. 

24.293.  Mr.  MeLintock : May  I put  it  to  Mr. 
Martineau  in  this  way : suppose  instead  of  having  an 
insurance  policy  the  tenant  for  life  says:  “I  will 
repay  you  the  loan  annually  so  much  per  anuum,  and 
I will  pay  the  interest  on.  my  loan,”  do  you  think  that 
repayment  of  the  loan  should  be  a deduction  from 
income  for  Income  Tax  purposes? — You  would  be 
entitled  to  deduct  your  interest  in  the  first  instance. 

24.294.  We  will  take  an  ordinary  case,  and  assume 
you  borrow  £1,000  from  me,  and  I do  not  ask  you 
for  a life  policy.  I simply  say:  “you  repay  me  so 
much  per  annum  until  you  have  extinguished  my 
loan,”  would  you  suggest  that  you  ought  to  get  a 
deduction  of  the  repayment  to  me  from  your  income 
for  taxation  purposes? 

24.295.  Mr.  Kerly : So  much  interest  and  so  much 
off  capital  ? — No,  I do  not  say  that. 

24.296.  Is  there  any  real  distinction  except  that 
you  are  under  obligation  under  the  contract  to  pay 
this  insurance  premium;  is  it  not  really  a repayment 
of  the  loan? — Well,  it  is  in  effect. 

24.297.  It  is  just  one  method  of  repayment? — It  is 
one  method  of  repaying  the  loan,  I agree. 

24.298.  Have  you  considered  another  aspect  of  it, 
that  the  interest  which  the  insurance  company  accu- 
mulates on  the  premium  is  not  treated  as  income 
at  all  for  Super-tax  purposes.  Suppose  the  tenant 
for  life  set  aside  a sum  and  invested  it  annually  and 
received  interest  on  it,  he  would  have  to  return  that 
interest  for  Super-tax  purposes? — Yes. 

24.299.  He  does  not  have  to  do  that  if  he  takes 
out  a life  policy? — He  has  to  pay  his  premiums  to 
the  insurance  company. 

24.300.  He  does  not  have  to  add  the  interest  on 
these  premiums  as  part  of  his  income  to  determine 
his  Super-tax? — No,  that  it  quite  true. 

24.301.  So  he  has  an  advantage  there? — Yes. 

24.302.  Do  you  see  much  distinction  between 
premium  and  the  repayment  of  the  loan  in  the 
ordinary  way? — Yes,  I do,  because  in  the  one  case  it 
is  not  repaid  till  the  death,  and  in  the  other  case 
it  is  repaid  in  his  lifetime.  The  tenant  for  life  of 
a li  encumbered  estate  probably  would  not  repay  it 
by  instalments  of  capital  at  all. 

24.303.  Mr.  Marks : May  I suggest  this,  that  Mr. 
MeLintock  is  putting  an  entirely  different  case.  Mr. 
Martineau’s  suggestion  is  that  the  man  borrows  on 
his  life  interest.  Mr.  McLintock’s  suggestion  is  that 
he  borrows  on  something  else,  which  must  be  his 
personal  covenant  or  some  other  security,  in  which 
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case  I do  not  suppose  Mr.  Martineau  would  for  a 
moment  claim  relief. 

24.304.  Mr.  McLintock : Is  there  any  difference  for 
taxation  purposes  as  to  the  security  on  which  he 
borrows  when  he  comes  to  repay  the  loan? 

24.305.  Mr.  Marks : I think  a distinction  might  be 
drawn — I do  not  say  I agree  with  it — between  a loan 
which  is  made  on  the  life  interest  and  a loan  whicn 
is  made  on  some  other  security  quite  independent  of 
the  life  interest. 

24.306.  Mr.  McLintock : Should  all  repayers  of 
loans  get  a deduction  from  their  Income  Tax  for  the 
principal  sum  repaid  from  year  to  year;  would  you 
carry  it  so  far  as  that? — No,  I do  not  think  I should 
carry  it  so  far  as  that. 

24.307.  You  want  special  treatment  for  tenants  for 
life? — I think  so,  in  this  particular  case.  My  point 
is,  it  is  an  annual  payment  which  is  charged  on 
income. 

24.308.  All  repayments  of  a loan  from  an  impe- 
cunious borrower  if  he  has  only  an  income  and  has 
no  capital  must  come  out  of  the  income? — That  is 
so. 

24.309.  Take  a professional  man  with  no  capital, 
but  merely  his  earnings;  out  of  what  does  he  repay 
a loan.  He  has  been  known  to  borrow? — Yes. 

24.310.  What  does  he  repay  a loan  from — income  ? 
— It  may  be  income  or  it  may  be  capital. 

24.311.  He  has  no  capital? — Very  well,  he  has  to 
pay  it  out  of  income,  that  is  true,  but  I do  not 
think  that  is  the  point  here  in  this  particular  case  I 
am  putting  forward. 

24.312.  I agree  yours  is  a special  case,  but  where 
are  you  going  to  stop  ? — I should  say  in  all  cases 
where  a tenant  for  life  of  settled  estates  has  to 


borrow  money  for  the  purpose  of  these  settled  estates, 
whether  it  is  for  duties  or  otherwise,  and  he  has  to 
pay  interest  on  loans  and  to  pay  premiums  in  addi- 
tion, those  are  annual  payments  charged  on  his 
income,  and  he  ought  to  be  able  to  deduct  those  pay- 
ments before  you  arrive  at  what  is  his  true  and 
real  income  for  the  purposes  of  Super-tax. 

24.313.  Mr.  Marks : May  I put  it  to  Mr.  Martineau 
like  this : is  it  not  your  case  that  this  is  a condition 
of  things  which  should  fall  within  1-hat  27th  section, 
and  if  it  does  not  so  fall  owing  to  judicial  decisions 
then  you  suggest  that  the  law  should  be  altered 
to  make  such  a payment  fall  within  the  section? — 
Yes,  to  make  it  quite  clear. 

24.314.  That  is  the  whole  of  your  point? — Yes. 

24.315.  And  you  do  not  contemplate  that  any  such 
payment  as  Mr.  McLintock  instances  should  be 
brought  within  that  section? — No. 

24.316.  Mr.  Marks : No  more  do  I. 

24.317.  Sir  W.  Trower:  You  are  aware  that  the 
Crown  are  in  the  habit  of  allowing  the  deduction 
in  the  case  of  a covenant  to  pay  an  annual  sum  on 
her  or  his  marriage? — Yes. 

24.318.  And  therefore  this  covenant  to  pay  the 
premiums  seems  to  be  very  much  In  the  same  posi- 
tion?— Very  much  on  the  same  lines. 

24.319.  It  is  very  easy  through  the  insurance  com- 
panies, is  it  not,  to  deal  with  the  question  in 
another  way,  in  which  case  the  subject  would  get 
relief.  Suppose  that  a tenant  for  life  requires 
£20,000,  it  is  very  easy  for  him  to  borrow  £30,000 
and  use  £10,000  of  it  in  paying  up  the  whole  of  the 
premiums  in  advance? — That  is  so. 

24.320.  In  that  case,  the  premiums  being  paid  in 
advance,  he  is  undoubtedly  entitled  to  treat  the 
interest  on  the  whole  £30,000  as  a deduction? — Yes. 


Mr.  Stewart  Blacker  Quin,  F.C.A.,  on  behalf  of  the  Institute  of  Chartered  Accountants  in  Ireland, 
called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief:  — 

Memorandum  submitted  on  behalf  of  the  Institute  of 

Chartered  Accountants  in  Ireland  by  the  Presi- 
dent, Mr.  Stewart  Blacker  Quin,  F.C.A., 

25,  Wellington  Place,  Belfast. 

24.321.  The  following  memorandum  is  based 
upon: — 

(a)  the  maintenance  of  the  principle  of  “ taxa- 

tion at  the  source  ” ; 

(b)  the  merging  of  Schedules  C,  D and  E in  one 

Schedule; 

(c)  except  in  the  case  of  manual  workers  where 

the  present  system  of  quarterly  assessments 
should  be  continued,  the  assessment  of  the 
actual  income  and  profits  of  the  preceding 
year,  subject  to  adjustment  during  the 
transitional  period  as  regards  assessments 
which  are  at  present  based  upon  averages; 

(d)  the  abandonment  of  the  distinction  between 

earned  and  unearned  income ; and 

(e)  the  merging  of  the  Super-tax  in  a graduated 

Income  Tax. 

Scope,  rates  and  incidence  of  the  tax. 

24.322.  (1)  Make  the  standard  rate  6s.  8d.  in  the  £ 
for  taxation  at  the  source. 

24.323.  (2)  Apply  the  tax  on  a graduated  scale  to 
the  assessable  income  of  every  person  resident  in  the 
United  Kingdom,  after  deducting  the  applicable 
relief  suggested  under  the  heading  of  allowances  and 
reliefs.  For  the  purpose  of  this  provision  it  is 
assumed  that  the  preceding  year  will  be  adopted  as 
the  basis  of  the  assessment,  and  that  one  assessment 
will  be  made  upon  each  taxpayer  in  respect  of  his 
income  from  all  sources,  after  making  due  provision 
for  income  assessed  under  Schedule  A and  income 
taxed  at  the  source. 

24.324.  (3)  The  annexed  scale  applicable  to  the 
income  of  individuals  is  merely  illustrative.  The 
scale  provides  for  tax  being  paid  at  the  rate  of  Is. 


per  £ on  the  first  assessable  £100,  rising  by  sixpenny 
increments  on  each  additional  £100  until  the  assess- 
able income  reaches  £1,000.  The  tax  thereafter  is  to 
rise  by  threepenny  increments  until  the  assessable 
income  reaches  £2,000,  after  which  it  would  rise  by 
penny  increments  until  the  total  assessable  income 
reaches  £10,400.  It  will  be  seen  from  the  Table  that 
this  represents  an  effective  rate  of  10s.  3d.  per  £ on 
an  assessable  income  of  £10,400.  It  is  suggested  that 
the  annexed  scale,  or  any  other  scale  adopted,  be 
regarded  as  permanent;  any  fluctuations  in  the 
amount  to  be  budgeted  for  to  be  adjusted  by  a per- 
centage addition  to  or  discount  on  the  amount  of 
total  tax  payable. 


Illustration  A. 


Married  man  with  two  children  and  a total  income 
of  £850,  made  up  as  follows : — 


Income  from  business 
Director’s  fee  ... 

Amount  assessed  under  Schedule  A (on  the 

basis  of  the  preceding  year)  

Profits  of  farming  (measured  by 
Schedule  B) 

Income  from  investments  ... 


£ s.  d. 
600  0 0 
25  0 0 

100  0 0 

100  0 0 
100  0 0 


£925  0 0 

Deduct — 

Hoad  rents  and  other  charges  in  respect  of 
which  Income  Tax  will  be  deducted  by 
the  payer  at  the  standard  rate 75  0 0 


Total  amount  of  income  from  all  sources, 

less  charges £850  0 0 

Deduct — 

Allowance  for  self  ...  ...  ...  £100 

„ „ wife 100 

,,  ,,  two  children  ...  100 

300  0 0 


Net  amount  assessable 


...  £550  0 0 
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Tax  payable  on  £500,  per  Table  ... 

,,  on  excess  of  £50  over  £500  at  3s.  6d. 

Total  tax  payable 
Deduct — 

Tax  payable  at  6s.  8d.  on  £200 

(Schedule  A and  investments)  less 
charges  £75,  equal  to  £125  at  6s.  Sd. 

Balance  due  on  this  assessment  ... 

Illustration  B. 

Widow  with  two  children  and  an  in 
investments  of  £300:  — 

Total  income  (all  derived  from  invest- 
ments and  not  subject  to  any  charges) 

Deduct — 

Allowance  for  self  £100 

„ ,,  two  children  ...  100 


Net  amount  assessable 

Tax  payable  on  £100,  per  Table  ... 

,,  deducted  at  the  source  on  £300  at 

Amount  repayable  on  this  assessment 


£ s.  d. 
50  0 0 
8 15  0 


. 58 

15  0 

1 

! 41 

13  4 

£17 

1 8 

aoom© 

from 

£ 

s.  d. 

i 300 

0 0 

i 

i 

• 200 

0 0 

£100 

0 0 

£ 

s.  d. 

5 

0 0 

100 

0 0 

95 

0 0 

Allowances  and  reliefs. 

24.325.  (4)  Grant  no  relief  in  respect  of  Life  Assur- 
ance premiums  where  the  total  income  from  all  sources 
exceeds  £2,500. 

24.326.  (5)  Abolish  the  distinction  between  earned 
and  unearned  income. 

24.327.  (6)  Let  Parliament  before  31st  March  in 
each  year  fix  the  subsistence  allowances  to  be  granted 
during  the  ensuing  year  in  respect  of  the  taxpayer, 
his  wife,  children  and  dependants,  and  let  all  such 
allowances  be  deducted,  irrespective  of  the  total 
income  of  the  individual. 

The  following  scale  is  suggested  as  justified  by  the 
present  cost  of  living : — 


Taxpayer  (married  or  unmarried)  ...  ...  100 

Wife  (or  husband,  where  the  income  is  the 
wife’s)  ...  ...  ...  ...  ...  ...  100 

Child  (under  16  years  of  age  or  over  that  age 
who  is  receiving  full-time  education)  ...  50 

Dependant  50 


Administration. 

24,328.  (7)  Let  the  assessment,  collection,  and 
repayment  of  Income  Tax  be  made  at  the  office  of 
the  Inspector  in  each  district. 


length  of  life,  but  the  taxpayer  not  to  be  precluded 
from  claiming  extra  depreciation  owing  to  abnormal 
conditions,  or  renewals  in  lieu  of  depreciation. 

24.333.  (12)  Incorporate  Schedules  C and  E in  D 
and  make  a separate  assessment  upon  each  partner  in 
respect  of  his  or  her  share  of  partnership  profits 
including  income  from  other  sources  as  explained  in 
(2)  and  (3). 

24.334.  (13)  So  far  as  Schedule  A is  concerned  make 
the  assessment  at  the  standard  rate,  and  grant  relief 
either  by  set-off  or  by  repayment,  or  by  a combination 
of  both  methods — in  other  words,  revert  to  the  prac- 
tice prior  to  5th  April,  1918,  whereby  tax  was  levied 
in  full  in  the  first  instance  without  any  statutory 
relief. 

24.335.  (14)  In  the  case  of  “ free  of  Income  Tax  ” 
dividend  payments  provide  that  each  dividend  war- 
rant shall  show  clearly  on  the  counterfoil  the  equiva- 
lent gross  dividend. 

24.336.  (15)  The  recipient  of  any  income  taxable 
at  the  source  should  have  the  statutory  right  to  obtain 
a voucher  showing  the  amount  of  gross  income  and  the 
tax  deducted,  and  it  is  suggested  that  the  warrants 
for  payment  of  War  Loan  dividends  should  be  accom- 
panied by  a counterfoil  showing  the  total  amount  of 
dividend,  and  stating  whether  the  tax  has  or  has  not 
been  deducted. 

24.337.  (16)  Prohibit  the  payment  “ free  of  Income 
Tax  ” of  directors’  fees,  salaries  of  employees,  &c. 

24.338.  (17)  Assess  the  untaxed  interest  in  respect 
of  bank  and  like  deposits  of  firms  or  companies  on 
the  amount  receivable  during  the  trading  year. 

24.339.  (18)  Provide  that  where  an  assessment  is 
not  appealed  against  within  the  specified  time  it  shall 
not  be  binding  if  it  can  be  conclusively  shown  within 
a period  of  three  years  that  there  was  an  over- 
assessment. 

24.340.  (19)  Assess  Co-operative  Societies. 

24.341.  (20)  Obtain  reciprocal  concessions  in  regard 
to  foreign  and  colonial  Income  Tax.  Colonial  and 
foreign  income  which  has  already  suffered  deduction 
of  tax  in  the  country  of  origin  should  be  entered  in 
the  return  in  the  gross  amount  before  deduction,  but 
from  the  tax  payable  on  the  net  assessable  income 
shown  by  the  return  allow  the  whole  of  the  tax 
deducted  in  the  country  of  origin,  subject  to  the  pro- 
viso that  the  relief  to  be  granted  shall  not  exceed 
the  tax  at  the  “ effective  rate  ” payable  by  the  tax- 
payer. (»See  column  No.  6 of  scale  annexed.) 

24.342.  (21)  It  should  be  the  duty  of  the  Inspector 
to  see  that  the  taxpayer  obtains  all  the  benefits  to 
which  he  is  entitled. 

24.343.  (22)  The  repayment  of  overpaid  Income 
Tax  should  be  expedited,  and  a computation  showing 
details  of  the  repayment  should  accompany  every  re- 
payment order.  For  the  purpose  of  repayment  the 
income  of  the  preceding  year  to  be  taken  as  the  basis. 


Assessment. 

24.329.  (8)  Except  in  the  case  of  manual  workers, 
where  the  present  system  of  quarterly  assessments 
should  be  continued,  make  all  assessments  upon  the 
income  and  profits  of  the  preceding  year,  subject  to 
adjustment  during  the  transitional  period  as  regards 
assessments  which  are  at  present  based  upon  averages. 

24.330.  (9)  Provide  that  trading  losses  shall  be 
carried  forward. 

24.331.  (10)  Allow  as  proper  charges  against 
profits : — 

(a)  all  u commercially  expedient  ” expenses,  and 

(b)  the  writing  down  of  “ preliminary  expenses  ” 

over  a period  of  years. 

24.332.  (11)  Make  proper  allowances  out  of  profits 
for  all  obsolescence  and  depreciation  of  buildings, 
plant  and  machinery,  and  for  exhaustion  of  mines, 
leases,  &c.,  on  the  principle  that  before  profits  arc 
taxed  provision  must  be  allowed  for  the  replacement 
of  all  assets  which  wear  out  in  the  process  of  pro- 
ducing the  profits.  Such  allowances  to  be  by  way 
of  percentage  on  original  cost,  based  on  the  probable 


Appeal. 

24.344.  (23)  Let  all  appeals  lie  to  an  independent 
body  to  be  appointed  by  the  Board  of  Trade,  and  to 
be  called  the  Income  Tax  Appeal  Commissioners. 

24.345.  (24)  Let  arrangements  be  made  for  the 
continuous  hearing  of  appeals  by  the  Income  Tax 
Appeal  Commissioners. 

Collection. 

24.346.  (25)  Demand  notes  should  give  all  necessary 
particulars  and  be  complete  without  reference  to  the 
assessment  notices. 

24.347.  (26)  Employers  should  not  be  required  to 
act  as  collectors  of  Income  Tax  from  wage-earners, 
save  in  the  case  of  individual  defaulters,  and  then 
only  under  an  attachment  order. 

24.348.  (27)  The  Commissioners  of  Inland  Revenue 
should  in  all  cases  insist  upon  the  production  by  the 
taxpayer  of  satisfactory  proof,  either  by  the  sub- 
mission of  accounts  or  otherwise,  as  to  the  accuracy 
of  the  amount  of  income  returned  for  direct  assess- 
ment. 
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24,349. 


ANNEXE. 


Scale  referred  to  in  paragraph  (3)  of  evidence-in-chief. 


GO 

On  every  £1  of 


(2.) 


Rate  per 

£. 


1st  £100  . 

2nd  £100  . 

3rd  £100  . 

4th  £100 
5th  £100  . 

6th  £100 
7th  £100 
8th  £100 
9th  £100 
10th  £100 
11th  £100 
12th  £100 
13th  £100 
14th  £100 
15th  £100 
16th  £100 
17  th  £100 
18th  £100 
19th  £100 
20th  £100 
2 1st  £100 
22nd  £100 
23rd  £100 
24th  £100 
25th  £100 

26th  £100 
27th  £100 
28th  £100 
29th  £100 
30th  £100 
31st  £100 
32nd  £100 
33rd  £100 
34th  £100 
35th  £100 
36th  £100 
37th  £100 
38th  £100 
39th  £100 
40th  £100 
41st  £100 
42nd  £100 
43rd  £100 
44th  £100 
45th  £100 
46th  £100 
47th  £100 
48th  £100 
49th  £100 
50th  £100 
51st  £100 
52nd  £100 
63rd  £100 
54th  £100 
55th  £100 
56th  £100 
57th  £100 
58th  £100 
59th  £100 
60th  £100 
61st  £100 
62nd  £100 
63rd  £100 
64th  £100 
65th  £100 
66th  £100 
67th  £100 
68th  £100 
69th  £100 
70th  £100 
71st  £100 
72nd  £100 
73rd  £100 
74  th  £100 
75th  £100 
76th  £100 
77th  £100 


s.  d. 
1 0 
1 6 
2 0 


(3.) 

Tax  payable 
on  applicable 
£100. 


Total  assessable 
income,  i.e. 
after  deducting 
applicable 
allowances. 


5 0 
7 10 
10  0 
12  10 
15  0 
17  10 
20  0 
22  10 
25  0 

27  10 

28  15 
30  0 


£ s.  d. 
100  0 0 
200  0 0 
300  0 0 
400  0 0 
600  0 0 
600  0 0 
700  0 0 
800  0 0 
900  0 0 
1,000  0 0 
1,100  0 0 
1,200  0 0 
1,300  0 


(5) 


Total  tax 
payable. 


(6.) 

Effective  rate 
per  £1  of 


income  (to 
nearest  penny). 


5 0 
12  10 
22  10 
35  0 
50  0 
67  10 
87  10 
110  0 
135  0 
162  10 
191  5 
221  5 
252  10 


32  10 

1,400  0 

285  0 

33  15 

0 

1,500  0 

0 

318  15 

35  0 

0 

1,600  0 

0 

353  15 

36  5 

0 

1,700  0 

J 

390  0 

37  10 

0 

1,800  0 

0 

427  10 

7 9 

38  15 

0 

1,900  0 

0 

466  5 

40  0 

0 

2,000  0 

0 

40  8 

4 

2,100  0 

0 

546  13 

40  16 

8 

2,200  0 

0 

587  10 

41  5 

0 

2,300  0 

0 

628  15 

41  13 

4 

2,400  0 

0 

670  8 

4 

8 5 

42  1 

8 

2,500  0 

0 

42  10 

0 

2,600  0 

0 

755  0 

0 

42  18 

4 

2,700  0 

0 

797  18 

43  6 

8 

2,800  0 

0 

841  5 

43  15 

0 

2,900  0 

0 

885  0 

44  3 

4 

3,000  0 

0 

929  3 

44  11 

8 

3,100  0 

0 

973  15 

45  0 

0 

3,200  0 

0 

1,018  15 

0 

45  8 

4 

3,300  0 

0 

1,064  3 

45  16 

8 

3,400  0 

0 

1,110  0 

0 

46  5 

0 

3,500  0 

0 

1,156  5 

0 

46  13 

4 

3,600  0 

0 

1,202  18 

47  1 

8 

3,700  0 

0 

1,250  0 

0 

47  10 

0 

3.800  0 

0 

1,297  10 

0 

47  18 

4 

3,900  0 

0 

1,345  8 

4 

48  6 

8 

4,000  0 

0 

1,393  15 

0 

48  15 

0 

4,100  0 

0 

1,442  10 

0 

49  3 

4 

4,200  0 

0 

1,491  13 

49  11 

8 

4,300  0 

0 

1,541  5 

50  0 

0 

4,400  0 

0 

1,591  5 

50  8 

4 

4,500  0 

0 

1,641  13 

4 

50  16 

8 

4,600  0 

0 

1,692  10 

0 

51  6 

0 

4,700  0 

0 

1.743  15 

0 

51  13 

4 

4,800  0 

0 

1,795  8 

52  1 

8 

4,900  0 

0 

1,847  10 

52  10 

0 

5,000  0 

0 

1,900  0 

52  18 

4 

5,100  0 

0 

1,952  18 

53  6 

8 

5,200  0 

0 

2,006  5 

53  15 

0 

5,300  0 

0 

2,060  0 

4 

5,400  0 

0 

2,114  3 

54  11 

8 

5,500  0 

0 

2,168  15 

65  0 

0 

5,600  0 

0 

2.223  15 

4 

5,700  0 

0 

2,279  3 

55  16 

8 

5.800  0 

0 

2,335  0 

56  5 

0 

5.900  0 

0 

2,391  5 

56  13 

4 

6,000  0 

0 

2,447  18 

57  1 

8 

6,100  0 

0 

2,505  0 

57  10 

0 

6,200  0 

0 

2,562  10 

57  18 

4 

6,300  0 

0 

2,620  8 

58  6 

8 

6,400  0 

0 

2,678  15 

0 

58  15 

0 

6,600  0 

0 

2,737  10 

59  3 

4 

6,600  0 

0 

2,796  13 

59  11 

8 

6,700  0 

0 

2,856  5 

60  0 

0 

6.800  0 

0 

2,916  5 

60  8 

4 

6,900  0 

0 

2,976  13 

60  16 

8 

7,000  0 

0 

3,037  10 

61  5 

0 

7.100  C 

0 

3.09S  15 

61  13 

4 

7,200  C 

c 

3.160  8 

62  1 

8 

7,300  0 

0 

3,222  10 

0 

7,400  0 

0 

3.285  0 

4 

7,600  C 

0 

3,347  18 

63  6 

8 

7,600  0 

0 

3,411  5 

12  9 

63  15 

0 

7,700  0 

0 

3,475  0 

1 0 
1 3 
1 6 

1 9 

2 0 
2 3 
2 6 

2 9 

3 0 
3 3 
3 6 
3 8 
3 11 


4 9 

4 11 

5 1 


5 10 

5 11 

6 0 


(7.)  (8.) 

Existing  rates  where  the 
“total”  income  is  the  amount 
shown  in  the  fourth  column 
( see  note  at  end). 


Earned. 


Unearned. 


6 9 
6 10 
6 11 

7 0 
7 0 
7 1 
7 2 
7 3 
7 4 
7 4 


7 7 
7 8 
7 9 
7 9 
7 10 
7 11 

7 11 

8 0 
8 1 
8 1 
8 2 
8 3 
8 3 
8 4 
8 4 

5 

6 


8 

8 6 
8 7 
8 8 
8 8 
8 9 

8 9 
8 10 
8 11 
8 11 

9 0 
9 0 


2 3 
2 3 
2 3 
2 3 

2 3 

3 0 
3 0 
3 0 
3 0 
3 0 
3 9 
3 9 


5 3 

5 3 

Income  Tax. 

6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 


0 
0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 


3 9 
3 9 
3 9 
3 9 


6 0 
6 0 
6 0 
6 0 

Super  tax. 
0 3 
0 4 


0 9 

0 9 
0 10 
0 10 
0 11 
0 11 
0 11 

1 0 
1 0 


1 1 
1 1 


1 3 
1 3 


1 10 
1 10 
1 10 
1 10 
1 11 
1 11 
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(2.) 


(3.) 


! Tax  payable 
j Rate  per  on  applicable 
income  in—  i £.  £100. 


78th  £100 
79th  £100 
80th  £100 
81st  £100 
82nd  £1C0 
83rd  £100 
84th  £100 
85th  £100 
86th  £100 
87th  £100 
SSth  £100 
S9th  £100 
90th  £100 
91st  £100 
92nd  £100 
93rd  £100 
94th  £100 
95th  £100 
9Gth  £100 
97th  £100 
98th  £100 
99th  £100 
100th  £100 
101st  £100 
102nd  £100 
103rd  £100 
104th  £100 


(*•) 

lotal  assessable 
income,  i.e., 
after  deducting 
applicable 
allowances. 


s.  d. 

£.  s. 

d. 

12  10 

64  3 

4 

12  11 

64  11 

8 

13  0 

65  0 

0 

13  1 

65  8 

4 

13  2 

65  16 

8 

13  3 

66  5 

0 

13  4 

66  13 

4 

13  5 

67  1 

8 

13  6 

67  10 

0 

13  7 

67  18 

4 

13  8 

68  6 

8 

13  9 

68  15 

0 

13  10 

69  3 

4 

13  11 

69  11 

S 

14  0 

70  0 

0 

14  1 

70  8 

4 

14  2 

70  16 

8 

14  3 

71  5 

0 

14  4 

71  13 

4 

14  5 

72  1 

8 

14  6 

72  10 

0 

14  7 

72  18 

4 

14  8 1 

73  6 

8 

14  9 | 

73  15 

0 

14  10  1 

74  3 

4 

... 

14  11 

74  11 

8 

...  1 

15  0 

75  0 

0 

& s.  d. 

7.800  0 0 

7.900  0 0 
8,000  0 0 
8,100  0 0 
8.200  0 0 

8.300  0 0 
8,400  0 0 

8.500  0 0 
8,600  0 0 

5.700  0 0 

5.800  0 0 

5.900  0 0 
9,000  0 0 
9,100  0 0 
9,200  0 0 

9.300  0 0 
9,400  0 0 

9.500  0 0 
9,600  0 0 

9.700  0 0 

9.800  0 0 

9.900  0 0 
10,000  0 0 
10,100  0 0 
10,200  0 0 


(5.) 


Total  tax 
payable. 


(6.)  (7.)  (8.) 

Effective  rate  | Existing  rates  where  the 
per  £1  of  | “ total  ” income  1b  the  amount 
assessable  shown  in  the  fourth  column 
income  (to  | (see  note  at  end). 

nearest  penny).!  j 

| Income  Tax.  Super-tax. 


3,539  3 
3,603  15 
3,668  15 
3,734  3 
3,800  0 
3,866  5 
3,932  IS 
4,000  0 
4,067  10 
4.135  8 4 
4,203  15  0 
4,272  10  0 
4,341  13  4 
4,411  5 0 
4,481  5 0 
4,551  13  4 
4,622  10  0 
4,693  15  0 
4,765  8 4 
4,837  10  0 
4,910  0 0 
4,982  18  4 
5,056  5 0 
5,130  0 0 
5,204  3 4 
5.278  15  0 
5,353  15  0 


d. 


9 3 
9 3 
9 4 


9 9 
9 9 
9 10 
9 11 
9 11 
10  0 
10  0 
10  1 
10  1 
10  2 
10  2 
10  3 
10  3 


la/  in  the  £ on  every  £1  of  assessable  income  over  £10,400. 


«.  d. 

6 0 

6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 O 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 
6 0 


1 11 
1 11 


Xotk  re  columns,  Nos.  7 and  8.  — — 

-The  rates  shown  in  these  col™  are  the  rates  applicable  to  “total"  income,  U„  the  income  before 
deducting  applicable  allowances  and  reliefs. 

[This  Concludes  the  evidence-in-chief.'] 


24.350.  Chairman : Mr.  Quin,  I do  not  know  how 
many  times  you  hare  been  before  the  Commission0 
--Unce  before,  my  lord. 

24.351.  And  I have  seen  you  before  that? Yes  we 

have  met  before. 

24.352.  We  will  commence  at  once  with  the  examin- 
y0Ur  PaPer? — I wish  to  say,  as  a preliminary, 

tnat  the  paper  now  before  the  Commission  is  based 
upon  inquiries  that  have  been  made  amongst  the 
members  of  the  Institute  of  Chartered  Accountants 
in  Ireland,  and  it  is  the  agreed  outcome  of  a joint 
committee  consisting  of  an  equal  number  of  Dublin 
chartered  accountants  and  Belfast  chartered  ac- 
countants, and  that  they  have  done  me  the  honour 
to  ask  me  to  present  it  to  the  Commission.  If  you 
thought  it  would  save  time,  I could  make  a statement 
explaining  the  various  items,  which  perhaps  might 
anticipate  questions. 

24.353.  If  you  wish.  We  usually  begin  with  ques- 
tions, but  you  are  what  we  describe  as  an  expert 
witness,  and  you  will  not  unduly  prolong  your  state- 
ments, as  some  unfortunately  do,  till  they  become 
speeches?— If  you  thought  it  would  save  time,  I would 
go  briefly  through  the  paper. 

t,  ?4<35f'  y°u  Please? — We  begin  by  certain  notes. 

(a)  the  maintenance  of  the  principle  of  ‘ taxation 
at  the  source.’  ” Taxation  at  the  source  should  be 
continued,  for  the  reason  that  that  forms  a con- 
venient method  of  collecting  tax  in  bulk,  the 
machinery  is  already  established,  and  the  procedure 
is  familiar  to  company  officials  and  others.  Any 
departure  from  this  principle  will  probably  involve 
more  labour  on  the  part  of  company  officials  in 
making  out  returns  of  dividends  paid,  and  furnishing 
the  same  to  the  Inland  Revenue,  than  the  work  in- 
volved under  the  present  procedure.  Also  the  public 
is  familiar  with  the  present  procedure.  I was  asked 
by  the  committee  to  express  regret  that  any  differ- 
entiation was  made  in  regard  to  War  Loan  interest, 
as  it  leads  to  considerable  confusion  in  making 
returns  and  in  preparing  claims  for  repayment 
Then  m regard  to  note  “ (b)  the  merging  of  Schedules 
O,  D,  and.  E in  one  Schedule.”  J might  here  inter- 


ject that  owing  to  the  late  stage  at  which  we  appear 
before  the  Commission,  a great  many  of  our  recom- 
mendations, if  not  all,  I am  afraid,  are  already 
COo?ro.-b^nevidence  Emitted  to  the  Commission.  ‘ 

24,35o.  That  is  so? — With  regard  to  note  (b),  one 
reason  for  recommending  the  merging  of  these  three 
bcnedules  into  one,  is  based  on  the  recommendation 

.at  the  preceding  year  should  be  taken  for  the  basis 
of  assessment.  The  fact  that  Schedule  D is  based  on 
an  average  of  years,  and  Schedule  E is  based  on 
only  one  year,  renders  it  necessary  to  have  separate 
Schedultes  as  at  present.  But  with  the  adoption  of 
the  preceding  year,  there  is  no  further  necessity  for 
the  distinction. 

24,355.  Then  with  regard  to  note  (c),  I may  remind 
the  Commission  that  I have  already  given  evidence 
on  behalf  of  the  Associated  Chambers  of  Commerce 
on  the  subject  of  adopting  the  preceding  year  instead 
of  the  three  years.  The  note  here  refers  to  an  ad- 
justment during  the  transitional  period.  It  is  sug- 
gested that  there  will  be  a transitional  period  of  twro 
years  in  which  the  taxpayer  should  have  the  option, 
either  to  have  his  profits  assessed  on  the  basis  of  the 
preceding  year  or  on  the  average  of  the  three  pre- 
ceding years,  and  then  at  the  end  of  two  years  the 
average  system  should  automatically  cease.  An 
alternative  suggestion  that  has  been  made  is  that  the 
transitional  period  should  be  two  years,  in  the  first 
of  which  the  taxpayer  should  have  the  option  of  being 
assessed  on  the  actual  profits  of  the  preceding  year, 
or  on  the  average  of  the  three  years ; and  in  the 
second  transitional  year  that  he  should  have  the 
option  of  the  preceding  year  or  the  average  of  two 
years.  The  following  year  he  would  then  be  auto- 
matically assessed  on  his  profits  for  the  preceding 
year. 

24,357.  Then  rn  regard  to  note  (d),  our  reason  for 
proposing  to  abandon  the  distinction  between  earned 
and  unearned  income  is  that  we  are  suggesting  the 
adoption  of  a graduated  scale  of  a more  or  less  per- 
manent nature  that  will  give  relief  to  smaller  incomes. 
Except  for  the  granting  of  relief  for  smaller  incomes, 
wo  see  no  reason  for  the  present  distinction,  Under 
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present  conditions  of  living,  the  distinction  of  9d.  in 
the  £,  which  operates  in  favour  of  the  earned  income, 
is  met  by  the  increased  bonuses  and  rise  in  wages  and 
salaries  to  the  recipients  of  earned  income,  whereas 
the  widows  and  people  of  small  means  who  are  de- 
pendent upon  incomes  derived  from  investments,  have 
no  such  means  of  meeting  the  increased  cost  of  living. 

24.358.  Then  in  regard  to  note  (e),  the  merging 
of  the  Super-tax  in  a graduated  Income  Tax,  accord- 
ing to  the  scale  suggested  by  the  Institute,  by  way 
of  illustration,  it  will  be  seen  that  the  graduation  is 
of  such  a nature  as  to  obviate  the  necessity  for 
separate  returns  of  assessment  for  Income  Tax  and 
Super-tax ; and  it  is  submitted  that  such  merging 
would  mean  simplification  in  the  matter  of  returns 
and  of  assessments,  and  would  tend  to  economy  in 
administration,  not  only  in  the  Inland  Revenue  De- 
partment, but  in  the  case  of  the  taxpayers.  It  is 
also  suggested  that  the  merging  would  obviate  a con- 
siderable amount  of  inconvenience  and  irritation 
caused  to  taxpayers,  as  at  present,  by  having  to 
complete  two  sets  of  forms  for  what,  after  all,  may  be 
regarded  as  one  income  and  one  tax. 

24.359.  Then  in  regard  to  paragraph  1 : if  taxation 
at  the  source  is  to  be  continued,  as  we  advocate  that 
it  should,  and  Income  Tax  and  Super-tax  are  merged 
and  a graduated  scale  adopted  therefor,  the  fixing 
of  a standard  rate  for  purposes  of  taxation  at  source 
will  be  necessary ; and  inasmuch  as  the  present 
maximum  rate  is  6s.,  it  is  suggested  that  the  rate 
should  be  fixed  at,  say,  6s.  8d.,  as  a convenient  figure 
for  calculation.  If  this  is  considered  too  high,  we 
suggest,  as  an  alternative,  a 5s.  rate.  For  the  present 
it  is  suggested  that  this  standard  rate  should  be  per- 
manent but  a new  standard  rate  could  be  fixed  from 
time  to  time,  in  accordance  with  the  requirements 
of  the  Budget.  I have  really  nothing  to  say  in 
regard  to  paragraph  2.  I think  it  is  self-explana- 
tory. 

24.360.  Paragraph  3 relates  to  the  suggested 
graduated  scale.  I would  like  to  say  that  objection 
may  be  raised  as  to  the  steps  suggested,  on  the  ground 
that  the  smaller  income  has  a steeper  step  than  the 
larger  income.  But  these  steps  really  apply  both  to 
small  and  large  incomes.  The  cumulative  effect  cf 
these  steps  is  so  great  on  the  larger  incomes,  that  if 
they  were  to  be  made  any  heavier  in  the  latter  case, 
the  income  would  be  entirely  wiped  out. 

24.361.  Chairman : That  is  in  your  scale  at  the  end 
of  your  evidence-in-chief.  I notice  a very  strong 
figure  at  the  end — 15s.  in  the  £? — Yes.  We  are  only 
putting  this  forward  purely  by  way  of  illustration. 

24.362.  Professor  Pigou : ' Would  you  jump  to  15s. 
straight  off,  after  £10,000? — No;  it  is  14s.  ild.,  14s. 
10d.,  14s.  9d. ; it  is  graduated  throughout. 

24.363.  Mr.  Marks : In  the  footnote,  you  say ; “ 15s. 
in  the  £ on  every  £1  of  assessable  income  over 
£10,400.”  You  mean  you  have  led  gradually  up  to 
that? — Wo  have. 

24.364.  And  it  would  remain  at  15s.  ? — Yes.  It  will 
be  observed  that  the  steps  in  the  lower  part  of  the 
scale  are  at  the  rate  of  6d.,  and  in  the  higher  part 
of  3d.,  graduated  to  Id.  Of  course  if  the  6d.  step 
were  retained  right  through,  at  the  end  of  40  steps 
the  income  would  be  entirely  confiscated.  The  scale, 
if  adopted,  would  become  permanent,  and  fluctuations 
in  the  amount  to  be  budgeted  for  would  be  made  by  a 
percentage  addition  or  deduction  from  the  net  assess- 
ment. That  is  our  suggestion. 

24.365.  Then  in  regard  to  paragraph  4,  the  limit 
of  £2,500  mentioned  is  an  arbitrary  figure  suggested 
by  the  present  earned  income  limit  and  the  point  at 
which  Super-tax  begins.  It  is  suggested  that  the 
present  system  of  allowing  Life  Assurance  up  to  one- 
sixth  of  the  income,  however  large,  is  not  equitable. 
It  induces  men  with  large  incomes  to  take  out  Life 
Assurance  policies  for  the  very  purpose  of  defeating 
the  Revenue,  and,  on  the  other  hand,  the  struggling 
man,  who  is  a bad  life,  is  unable  to  insure,  and  he  is 
therefore  penalized  by  having  to  pay  a greater  tax 
by  reason  of  not  getting  relief  for  Life  Assurance, 
and  is  in  effect  contributing  towards  the  other  man’s 
abatement,  although  having  regard  to  his  ill-health 
and  probable  early  death,  he  is  really  .equitably  more 
entitled,  to  relief,  so  as  to  make  some  provision  for 


his  family.  We  are  aware  that  the  argument  is 
advanced  in  favour  of  the  continuance  of  Life  Assur- 
ance allowance  on  the  ground  that  it  tends  to  promote 
thrift,  and  is  therefore  in  the  interests  of  the  State. 
But  this  argument  only  applies  to  the  smaller  tax- 
payers. In  order  to  afford  relief  to  the  uninsurable 
life,  it  is  suggested  that  a certain  allowance  might  be 
made  in  the  form  of  an  investment  in  War  Savings 
Certificates.  I have  already  dealt  with  paragraph  5 
in  the  preliminary  notes. 

24.366.  Then  in  regard  to  paragraph  6,  the  fixing 
of  subsistence  allowances,  a good  deal  of  evidence  has 
already  been  given  before  the  Royal  Commission  on 
this  proposal,  and  I do  not  think  that  I have  anything 
further  to  add  to  it. 

24.367.  Then  paragraph  7 ; it  is  submitted  that  this 
suggestion  will  tend  to  simplification  and  economy  in 
administration.  Where  possible,  in  large  cities  the 
Income  Tax  officers  for  each  district  should  be  grouped 
together  in  a central  position. 

24.368.  Paragraph  8 deals  with  the  abolition  of  the 
average  system  and  the  adoption  of  the  preceding 
year,  on  which  I have  already  spoken;  but  we  make 
an  exception  in  the  case  of  manual  workers,  where 
the  present  system  of  quarterly  assessments,  we 
suggest,  should  be  continued. 

24.369.  Chairman-.  With  regard  to  paragraph  11, 
we  have  had  a great  deal  of  evidence? — Yes.  Para- 
graph 9 really  is  part  of  the  proposal  to  abolish  the 
average  and  assess  on  the  preceding  year.  Our  pro- 
posal is  that  where  there  is  a loss,  if  this  system  were 
adopted,  the  loss  should  be  carried  forward  until  made 
good  out  of  subsequent  profits.  Then  in  regard  to 
paragraph  10:  “Allow  as  proper  charges  against  pro- 
fits:— (a)  all  ‘commercially  expedient’  expenses.” 
By  “commercially  expedient”  expenses,  I mean  all 
expenses  incurred  that  are  productive  of  revenue  and 
tend  to  produce  revenue  as  distinct  from  capital 
expenditure. 

24.370.  You  will  probably  be  examined  on  that. — 
Then  with  regard  to  “ preliminary  expenses,”  referred 
to  in  note  (b).  What  is  meant  by  that  is  the  cost  of 
incorporating  a company.  It  is  held  by  business  men 
that  the  preliminary  expenses  incurred  in  connection 
with  the  formation  of  a company,  should  be  chargeable 
against  the  revenue  of  the  business,  spread  over  a 
period,  say,  of  five  years.  Then  I come  to  paragraph 
11. 

24.371.  You  need  not  develop  that. — I was  going 
to  say  we  agree  with  the  evidence  of  the  Associated 
Chambers  of  Commerce  already  given  before  the  Com- 
mission. Paragraph  12  I have  already  dealt  with. 
As  regards  paragraph  13  we  say  that  this  proposal  will 
obviate  a great  deal  of  trouble  to  the  Inland  Revenue 
officials,  as  the  present  method  of  attempting  to  charge 
Schedule  A tax  at  the  appropriate  rate  for  the  indi- 
vidual income,  often  necessitates  an  adjustment  at 
the  end  of  the  year,  when  the  actual  income  is  ascer- 
tained. Then  on  paragraphs  14  and  15,  I have  really 
nothing  to  say;  the  proposals  as  printed,  speak  for 
themselves. 

Then  paragraph  16 ; the  reason  for  this  proposal 
is  that  the  practice  of  paying  remuneration  “ free  of 
Income  Tax  ” tends  to  considerable  confusion  in  the 
making  of  returns  for  assessment,  having  regard  to 
the  necessity  of  adding  a tax  paid  in  the  previous 
year  to  the  current  year’s  assessment  in  order  to  find 
the  year’s  true  taxable  income.  Paragraph  17  is  not 
a very  material  proposal.  The  main  object  of  it  is 
that  interest  accruing  during  the  year  should  bo 
assessed  at  the  appropriate  rate  for  the  year.  Para- 
graph 18,  I think,  is  self-explanatory.  Paragraph  19 
is  rather  a thorny  question,  and  I will  just  say  that 
we  agree  with  the  evidence  given  on  behalf  of  the 
Associated  Chambers  of  Commerce.  Then  paragraph 
20;  we  also  agree  with  the  evidence  given,  I think 
it  was,  by  Sir  Algernon  Firth,  on  behalf  of  the 
Chambers  of  Commerce.  Paragraph  21,  I think, 
explains  itself,  and  paragraphs  22  and  23  I need  not 
elaborate. 

Then  I come  to  paragraph  24.  This  proposal  would 
greatly  benefit  taxpayers,  and  particularly  account' 
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ants,  who  could  deal  with  appeals  as  they  arise, 
instead  of  having  an  accumulation  to  be  dealt  with 
in  a short  period  of  time.  We  propose  that  there 
should  be  a continuous  tribunal  for  the  hearing  of 
appeals. 

24.372.  Do  you  think  it  is  a wise  plan  to  have 
accountants  as  Commissioners? — Accountants  cer- 
tainly would  be  well  qualified. 

24.373.  That  is  your  view? — Yes.  Then  with  re- 
gard to  paragraph  25,  that  is  a proposal  that  really 
affects  accountants  more  than  any  others.  The  prac- 
tice is  that  they  verify  an  assessment  and  return  it 
to  the  client,  who  subsequently  sends  the  demand  note 
for  verification  also,  and  frequently  cannot  find  the 
assessment,  or  gives  considerable  trouble  in  having 
it  looked  up.  This  is  only  a minor  suggestion.  Then 
in  regard  to  paragraph  26,  we  agree  with  the  recom- 
mendation of  the  Associated  Chambers  of  Commerce. 
With  regard  to  paragraph  27,  which  is  the  final  one, 
I think  what  is  meant  by  it  is  that  accounts  should 
be  produced  in  the  case  of  all  trading  concerns. 

24.374.  Mr.  May : Lord  Colwyn  has  asked  you 
whether  you  think  accountants  should  find  a place 
amongst  your  Appeal  Commissioners.  It  would  be 
rather  unlikely  that  you  would  deny  that  suggestion? 
— It  is  a suggestion  that  has  not  been  considered  by 
the  committee. 

24.375.  A suggestion  that  has  been  made  is  that 
those  Commissioners  should  he  drawn  wholly  from 
the  ranks  of  the  legal  profession.  What  would  you 
say  to  that,  from  the  point  of  view  of  the  accountant  ? 
— I think  that  the  accountants  have  really  a very 
great  practical  knowledge  of  the  administration  of 
Income  Tax  procedure,  and  I think  they  would  be  well 
qualified  to  act  on  such  a body. 

24,376  You  do  not  think  that  they  could  necessarily 
fulfil  all  their  functions  in  the  witness  box  or  in 
appearing  for  their  clients  before  the  Commissioners  ? 

I do  not  say  that  all  the  wisdom  and  experience  is 
centred  in  accountants. 

24.377.  Would  you,  on  the  other  hand,  think  that 
the  whole  of  the  wisdom  that  was  necessary  for  the 
hearing  of  these  appeals,  was  centred  in  the  lawyer  ? — 
No,  I do  not  think  so.  I think  that  accountants  are 
really  more  in  touch  with  the  Income  Tax  practice 
than  lawyers. 

24.378.  Have  you  any  idea  or  suggestions  to  make 
as  to  how  you  think  your  body  of  Appeal  Commis- 
sioners should  be  composed? — I think  a satisfactory 
tribunal  would  be  a tribunal  composed  of,  say. 
experienced  civil  servants  and  the  legal  profession 
and  accountants. 

24.379.  Chairman : And  commercial  men?— Yes, 
and  commercial  men. 

24.380.  Mr.  May : You  do  not  think  there  would  be 
anything  necessarily  derogatory  to  their  decision  or 
to  their  impartiality  in  having  either  accountants  or 
representatives  of  the  Board  of  Inland  Revenue?— 
No. 

24.381.  On  paragraph  19:  I am  not  going  to  trouble 
you  very  much  about  that,  and  I do  not  know  that  f 
would  at  all,  only  you  put  it  so  delightfully  briefly. 
Do  you  not  think  you  have  sacrificed  something  bv 
putting  it  so  briefly?— Well,  I do  not  know.  That 
is  the  outcome  of  the  consideration  of  the  committee ; 
they  put  it  in  that  way.  I understand  that  their 
idea  is  that  the  large  turnover  of  Co-operative 
Societies  should  bear  some  contribution  to  the 
expenses  of  the  State,  just  the  same  as  other  trading 
concerns. 

24.382.  Would  you  think  it  unfair  if  I were  to 
suggest,  seeing  that  this  comes  from  Belfast,  that 
it  is  on  the  principle:  “ if  you  see  a head,  hit  it”? 
— Pardon  me;  it  does  not  come  from  Belfast. 

24.383.  Well,  from  Ireland?— Yes,  from  Ireland. 

24.384.  That  it  is  on  the  principle:  “if  you  see  a 
head,  hit  it  ” ? — Oh,  no.  We  would  not  like  to  hit  the 
head  of  a friend. 

24.385.  And  you  agree  that  Co-operative  Societies 
are  your  f riends  ?— Yes ; I am  sure  they  discharge  a 
very  useful  function. 

24.386.  From  what  point  of  view  do  the  accountants 
approach  fhis  question?  You  say  that  you  endorse 


the  evidence  that  has  been  given  on  behalf  of  the 
British  Association  of  Chambers  of  Commerce? Yes. 

24.387.  Now  their  position  is  intelligible,  because 
the  Co-operative  Societies  are  their-  rivals  in  trade- 
but  so  far  from  being  your  rivals,  I suggest  to  you 
that  very  often  they  are  your  best  friends,  because 
they  pay  cash? — The  Institute  of  Chartered  Account- 
ants in  Ireland  really  represents  the  commerce  of 
the  country. 

24.388.  Accountants  do? — Yes;  their  clientele  is 
almost  entirely  made  up  of  the  commercial  con- 
cerns of  the  country. 

24.389.  You  suggest,  then,  that  it  is  out  of  defer- 
ence to  their  clientele  and  in  order  to  support  the 
interests  of  their  clientele  that  this  is  put  forward. 
Is  that  it? — No,  I do  not  say  it  is  put  forward  in 
that  way.  'The  point  the  committee  felt  was  that 
the}'  were  bound  to  represent  their  convictions.  I 
had  not  the  privilege  of  sitting  with  the  committee 
—I  was  unable  to  do  so,  but  I understand  their  feel- 
ing was  just  as  I have  stated,  that  the  large  trade 
conducted  by  Co-operative  Societies  should  bear  a 
proportion  of  the  expenses  of  the  State,  just  in  the* 
same  way  as  other  commercial  concerns  do. 

24.390.  You  have  not  thought  out  how  it  should  be 
applied,  or  whether  it  should  be  applied  any  differ- 
ently to  other  traders? — No.  They  wished  me  to 
make  that  suggestion  for  the  consideration  of  the 
Commission. 

24.391.  So  that  it  is  just  a bald  and  general  state- 
ment?— Quite  right. 

24.392.  And  leaves  out  of  account  the  fact  that 

already  every  one  of  them  is  assessed? — They  are 
not  assessed,  except 

24.393.  So  long  as  there  is  an  exception,  that  is 
my  point.  You  make  the  bald  statement  that  they 
should  be  assessed.  I suggest  to  you  that  they  ar*o 
already  assessed? — This  is  in  regard  to  their  trading. 

24.394.  Mr.  Holland-Martin : This  memorandum  is 
presented  on  behalf  of  the  Institute  of  Chartered 
Accountants  in  Ireland,  and  it  is,  I take  it,  a majority 
report  of  a committee? — No,  it  is  an  agreed  report 
of  a committee — a committee  consisting  of  an  equal 
number  of  Dublin  chartered  accountants  and  Belfast 
chartered  accountants,  and  they  have  agreed  upon 
these  recommendations. 

24.395.  Was  it  submitted  to  the  Institute  as  a 
whole,  too? — Yes.  A questionnaire  was  issued,  and 
the  finding  of  the  committee  was  really  based  on  the 
answers  to  the  questionnaire. 

24.396.  In  paragraph  1,  you  make  the  standard 
rate  6s.  8d.  in  the  £.  You  said  you  were  willing  that 
it  might  be  taken  at  5s.  ? — Yes ; that  is  only  a sugges- 
tion. 

24.397.  If  you  put  it  as  high  as  that,  when  would 
you  make  the  repayment?  Because  it  would  hit 
certain  people  very  hard,  would  it  not? — If  you  turn 
to  the  illustrations  we  have  suggested,  you  will  see 
the  way  we  work  out  one  or  two  cases  of  supposed 
incomes. 

24.398.  What  I mean  is  this.  When  would  you 
allow  anyone  to  claim?  Would  it  be  quarterly?'  If 
you  put  a high  standard  at  the  beginning,  would 
you  allow  payments  to  be  made  half-yearly? — Half- 
yearly  was  the  idea. 

24.399.  Then  in  paragraph  10:  “commercially 
expedient  expenses”;  that  is  very  wide? — Yes.  It 
just  occurred  to  me  that  the  readiness  with  which 
they  adopted  this  term  perhaps  was  inspired  by  the 
fact  that  they  would  not  have  to  interpret  it.  'They 
left  it  to  somebody  else  to  interpret.  The  best  inter- 
pretation that  I can  give  is,  I think,  the  one  that 
I have  stated — that  what  is  meant  by  “ commercially 
expedient  expenses,”  is  expenses  incurred  that  are 
productive  of  revenue  or  tend  to  produce  revenue,  as 
distinct  from  capital  expenditure.  I think  what  they 
had  in  their  mind  was  such  items  as  subscriptions  to 
trade  associations. 

24.400.  It  covers  subscriptions  to  trade  associations, 
does  it? — Yes,  it  would. 

24.401.  Up  to  any  amount? — Up  to  a reasonable 
amount. 

24.402.  Because  some  of  the  subscriptions  are  very 
large  indeed? — Yes ; hut  my  experience  of  those 
associations  in  which  large  subscriptions  are  paid  is 
that  we  have  an  arrangement  with  the  Inland 
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Revenue.  There  is  an  agreement  entered  into  by 
which  the  accounts  of  the  organisations  are  furnished 
to  the  Inland  Revenue,  showing  the  detailed  pay- 
ments, and  then  they  deal  with  the  organisation  to 
assess  on  the  surplus.  I have  had  personal  experi- 
ence of  that  class  of  arrangement,  and  it  works 
quite  satisfactorily. 

24.403.  Then  in  paragraph  16,  payment  “ free  of 
Income  Tax,”  directors’  fees,  salaries* of  employees, 
ifre. ; do  you  include  dividends?  A practice  has  arisen 
very  largely  now  of  paying  certain  dividends  “ free 
of  tax”? — No;  we  are  not  in  favour  of  that.  Tt 
would  be  more  simple  if  tax  were  deducted  from 
dividends,  or  at  all  events,  evidence  given  on  the 
counterfoil  showing  the  equivalent. 

24.404.  You  would  he  satisfied,  in  those  cases,  if 
the  details  were  worked  out  on  the  counterfoil? — Yes, 
T think  we  would. 

24.405.  Sir  W.  Trower : With  regard  to  Income 
Tax  at  15s.,  which  you  put  on  the  larger  incomes, 
have  you  considered  that  question  from  the  point  of 
view  of  the  development  of  trade? — I am  unable  to 
say  that  the  committee  have,  really.  I assume  what 
you  are  referring  to  is  that  large  savings  go  to 
expand  trade.  I have  no  instructions  from  the  com- 
mittee on  that. 

24.406.  You  have  not  considered  it  from  that  point 
of  view?  I put  it  to  you  that  the  savings  in  trade 
of  one  year,  in  the  larger  businesses,  are  required 
to  develop  renewals  and  extensions  of  trade? — I am 
not  prepared  to  go  the  length  of  saying  that  the 
expansion  of  trade  entirely  depends  upon  that. 

24.407.  Does  it  not  depend  a great  deal  on  the 
savings  of  one  year? — Yes. 

24.408.  Are  they  not  in  a large  degree  employed 
in  the  extension  of  trade,  in  renewals  and  repairs? — 
1 dare  say  they  are. 

24.409.  Do  you  seriously  think  that  a margin  of 
5s.  is  sufficient  to  enable  a man  in  trade  to  live  and 
also  to  extend  the  trade? — I understand  the  view  of 
the  committee  is  that,  having  regard  to  the  present 
high  taxation,  and  the  necessity  for  it,  large  incomes 
should  contribute  largely  in  proportion. 

24.410.  That  is  not  my  point.  My  point  is,  will 
it  not  cripple  trade? — I would  not  go  the  length  of 
saying  that  it  would  cripple  trade. 

24.411.  However,  you  have  not  considered  that 
question  ? — No. 

24.412.  Mr.  Pretyman : On  that  point  of  the  15s. 
Income  Tax,  is  that  a considered  figure  that  you 
think  might  be  paid,  or  is  it  merely  an  illustration 
without  any  meaning? — Tt  is  only  put  forward  asl 
an  illustration.  The  scale  printed  here,  we  say,  is 
only  put  forward  as  an  illustration. 

24.413.  Then  it  does  not  mean  that  you  are  of 
opinion  that  a 15s.  Income  Tax  is  a thinkable  thing, 
or  would  be  economically  sound.  Does  it  or  does  it 
not  mean  that? — Yes,  it  does  mean  that. 

24.414.  That  means  that  you  think  a tax  might 
reasonably  be  imposed  on  that  basis? — Yes,  for  large 
incomes. 

24.415.  Have  you  in  mind,  when  you  suggest  that, 
that  the  15s.  rate  is  calculated  not  on  the  basis  of 
only  actually  receivable  income  but  also  on  many 
items  in  such  an  income  as  you  have  put  here  of 
£10,000  a year,  which  are  really  outgoings  and  not 
income,  such  as  the  house  in  which  a man  lives  and 
other  matters  on  which  he  is  assessed  as  income  but 
which  do  not  produce  anything  from  which  he  can 
pay  the  Income  Tax,  and  that  therefore  a rate  of 
15s.  is  in  fact  a very  much  higher  rate  when  it 
comes  to  be  regarded  in  reference  to  the  money  or 
actual  income  available  to  pay  it.  Have  you  also 
in  mind  that  this  is  only  one  tax  of  other  taxes 
which  aro  also  imposed,  and  that  Death  Duties  were 
imposed  by  the  State  on  the  basis  of  deferred  Income 
Tax,  and  they  exceed  5s.  in  the  £ on  an  income  of 
£10,000?— I quite  admit  that  T do  not  think  the 
committee  in  drawing  up  this  table  had  any  refer- 
ence to  Death  Duties.  They  have  only  dealt  with 
Income  Tax. 

24.416.  Ts  the  subject  who  pays  tax  in  that  happy 
position  that  he  can  pay  Income  Tax  and  ignore 


Death  Duties? — The  Income  Tax  is  assessed  on  in- 
come on  his  revenue;  the  Death  Duty  is  assessed  on 
his  estate. 

24.417.  Where  does  the  income  come  from ; does  it 
not  come  from  the  estate? — It  does,  certainly. 

24.418.  Does  it  make  much  difference  which  it  is 
assessed  on,  whether  it  is  assessed  on  income  or  on 
estate?  Can  a man  who  has  got  to  pay  Income  Tax 
ignore  Death  Duty? — No;  I do  not  think  the  Com- 
mission in  making  its  recommendations  should  in 
fixing  any  scale  ignore  the  question  of  Death  Duties. 

24.419.  But  you  did  ignore  it?— I do  not  think  the 
committee  had  it  in  mind  when  they  were  drawing 
up  this  scale. 

24.420.  Therefore  that  really  reduces  its  value,  does 
it  not? — Possibly,  but  of  course  I always  want  to 
make  it  clear  that  this  scale  is  intended  to  help  the 
Commission ; it  is  a suggestion  by  way  of  illustration 
and  we  make  that  clear. 

24.421.  I asked  you  that.  If  you  have  merely  put 
it  forward  as  an  illustration  there  is  no  more  to 
bo  said ; but  I asked  you  whether  you  put  it  forward 
because  it  was  your  definite  opinion  that  a tax  up 
to  that  figure  might  reasonably  be  imposed,  and  you 
said  it  was? — I will  not  go  the  length  of  saying  that. 
We  have  made  it  clear  throughout  our  printed  docu- 
ment that  this  scale  is  only  put  forward  by  way  of 
illustration. 

24.422.  Then  you  do  not  wish  to  say  that  now?— I 
think  I have  made  it  clear  that  in  any  finding  of  the 
Commission,  in  fixing  an  ascending  scale  of  Income 
Tax,  they  should  bear  in  mind  also  the  quest'on  of 
Death  Duties. 

24.423.  And  that  your  committee,  when  they  put 
this  figure  down,  had  not  had  that  in  their  minds? 

I do  not  think  they  had. 

24.424.  Then  on  quite  a different  point  altogether, 
T see  that  in  your  paragraph  13  you  refer  to  Sche- 
dule A assessments? — Yes. 

24.425.  And  you  also  incidentally  mention  in  the 
earlier  part  of  your  paper  Schedule  B assessments  T 
think  I saw  that  somewhere? — Schedules  C,  D and  E 
are  referred  to  in  paragraph  12. 

24.426.  Schedule  B assessments  are  based  upon 
Schedule  A,  are  they  not? — Yes. 

24.427.  Have  you  had  any  experience  at  all,  as 
an  accountant,  in  dealing  with  assessments  in  Ireland 
on  Schedules  A and  B? — Very  little. 

24.428.  Have  you  had  any? — Practically  none. 

24.429.  Chairman  : When  you  ask  a man  at  what 
noint  he  thinks  that  a larger  amount  should  be  paid 
by  way  of  Income  Tax  his  answer  generally  comes  just 
at  that  point  above  his  own  income? — Yes. 

24.430.  I was  wondering  whether  the  accountants 
who  drew  up  this  scheme  were  influenced  bv  any 
feeling  of  that  kind,  which  brought  it  to  £10.000?— 
No,  I do  not  think  thev  were  actuated  by  anything 
of  that  kind— that  is,  that  they  had  a personal  view 
in  putting  that  forward. 

24.431.  I was  only  wondering  whether  the  limit 
was  of  that  nature?— No,  I do  not  think  so. 

24.432.  Professor  Pigou  : Is  there  not  a misunder- 
standing owing  to  the  way  in  which  this  note  is  put? 
The  note  says:  “ 15s.  in  the  £ on  every  £1  of  assess- 
able income  over  £10,400.”  Surely  what  you  mean 
is  15s.  in  the  £ for  every  pound  over  £10,400?— Yes, 
that  is  right. 

24.433.  Chairman : It  would  not  be  15s.  on  the 
whole? — No. 

24.434.  Mr.  Kerly : The  effective  rate  is  shown  in 
a separate  column. 

24.435.  Chairman : It  is  14s.  on  an  income  of 
£50,000  a year. 

24.436.  Professor  Pigou:  The  misunderstanding 

conies  from  putting  the  sentence  the  wrong  way 
round. 

24.437.  Mr.  Kerly:  You  in  fact  apply  the  huper- 
tax  method  of  giving  every  £100,  or  whatever  the 
figure  mav  be,  its  appropriate  tax? — Yes. 

,438.  If  it  is  the  25th  £100  it  has  a different  rate 
to  the  24th  £100?-  Quite  right. 

24,439.  Tf  I may  say  so,  that  seems  to  be  a method 
that  has  very  much  to  commend  it.  It  is  s:m|>l-> 
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You  will  probably  agree,  at  any  rate,  after  what  bas 
been  said  to  you,  that  there  is  somewhere  a figure 
at  which,  in  the  national  interest,  further  advances 
should  stop? — Yes,  I agree. 

24.440.  No  doubt  you  appreciate  that  if  you  were 
going  to  allow  the  cumulative  .effective  rate  to  go 
on  increasing,  before  you  get  to  the  point  where  you 
take  the  whole  income,  having  arrived  at  20s.  in  the 
£,  you  would  have  arrived  at  a point  where  it  is, 
first,  not  worth  while  for  a man  to  continue  to  make 
more  income? — Quite  right. 

24.441.  Secondly,  where  you  will  be  preventing  his 
accumulating  what  would  pay  Death  Duties:  and, 
thirdly,  you  would  be  removing  his  means  of  extend- 
ing his  business? — Yes. 

24.442.  For  those  reasons  there  probably  is  an 
upper  limit  to  which  you  can  safely  go? — Quite  right. 

24.443.  Now  will  you  turn  to  paragraph  2 of  your 
paper.  You  say  your  standard  rate  should  apply  on 
a graduated  scale  to  the  assessable  income  of  every 
person  resident  in  the  kingdom.  Do  I understand 
you  to  mean  that  you  would  not  tax  non-residents 
at  all,  or  that  you  would  tax  them  on  some  other 
scale?  Or  had  you  not  that  in  mind  at  all? — I do 
not  think  the  committee  had  that  in  mind. 

24.444.  Then  it  is:  “every  person  paying  tax,” 
you  mean? — Yes. 

24.445.  Now  go  to  your  third  paragraph,  where  you 
deal  with  your  scale.  Have  you  worked  out  the  cost 
of  your  scale  of  graduation,  as  contrasted  with  the 
scale  at  present  in  force? — The  scale  itself  shows  the 
comparison  in  rates. 

24.446.  I’ardon  mo:  it  does  not  apply  to  the  actual 
incomes? — No. 

24.447.  The  material  exists,  but  you  have  not  done 
it? — We  have  not  done  it. 

24.448.  Now  paragraph  4,  “ allowances  and  reliefs,’’ 
£100  for  the  spouse,  as  I will  call  it  Would  you 
carry  these  allowances  right  through,  regardless  of 
the  total  income? — Yes. 

24.449.  Then  “ commercially  expedient  expenses.’’ 
That,  of  course,  is  tco  vague  a phrase? — I am  afraid 
it  is. 

24.450.  Is  this  your  own  alternative  suggestion : 
expenses  actually  made  with  a view  to  producing  or 
maintaining  revenue,  as  distinguished,  from  capital 
payments? — Yes. 

24.451.  I think,  if  you  will  just  consider  two  or 
three  examples,  you  will  find  you  are  leaving  a very 
uncertain  guide  to  the  Assessor.  What  about  mine 
sinking?  Is  that  a capital  payment,  or  is  it  directed 
to  maintain  or  produce  income? — I have  no 
experience  of  mines. 

24.452.  Very  well;  take  the  purchase  of  new 
machinery  beyond  expended  machinery? — The  pur- 
chase of  new  machinery  would  distinctly  be  a capital 
charge,  over  and  above  existing  plant. 

24.453.  But  if  a man  is  buying  new  machinery,  in 
addition  to  the  plant  he  already  has,  he  buys  it  with 
the  sole  purpose  of  producing  revenue,  does  he  not? 
— He  does. 

24.454.  Would  you  regard  that  as  capital  expendi- 
ture?— Yes. 

24.455.  Where  he  puts  in  better  machinery,  more 
expensive  machinery,  is  that  capital? — No;  that 
would  come  under  the  heading  of  obsolescence — the 
difference  between  his  old  plant  and  the  new,  and 
would  be  charged  to  revenue. 

24.456.  It  would  depend,  would  it  not ; he  may 
be  driven,  by  the  operations  of  his  competitors,  to 
employ  new  and  more  expensive  machinery,  in  order 
to  maiutain  the  same  income.  Is  that  capita!,  or  is 
it  income? — That  would  be  revenue.  That  is  what 
we  claim.  From  the  fact  that  his  old  machinery  is 
obsolete  he.  should  be  entitled  to  charge  the  difference 
of  the  cost  of  the  old  machinery  and  the  new 
machinery  against  revenue. 

24.457.  So  that  you  have  to  look  at  the  whole  cir- 
cumstances of  the  trade  in  determining  whether  the 
expenditure  is  to  be  treated  as  capital  or  income?— 


24.458.  You  will  not  satisfy  the  trader  if  you  deal 
with  that  matter  in  that  way,  any  more  than  cn  the 
present  basis,  will  you?  He  will  always  think  that 
an  expenditure  that  he  makes  out  of  income  for  the 

purposes  of  his  trade  ought  to  be  wholly  allowed? 

I have  drawn  a distinction.  I would  not  allow  any 
expenditure  of  a capital  nature.  I quite  admit  that 
“commercially  expedient”  is  a rather  vague  term 
and  I have  tried  to  interpret  it. 

24.459.  We  should  be  greatly  assisted  if  anyone 
could  favour  us  with  a really  workable  definition  of 
this  matter.  If  you  can,  on  thinking  it  over,  make 
a suggestion,  and  forward  it,  we  should  be  very  glad 
to  consider  it.  Now  one  other  matter.  Will  you 
turn  to  paragraph  23,  “Appeal”?  You  suggest 
the  new  Appeal  Commissioners  should  be  nominated 
by  the  Board  of  Trade.  You  mean  the  Board  of 
Trade,  deliberately,  instead  of  the  Inland  Revenue 
Commissioners? — Yes;  that  is  what  was  in  the  mind 
of  the  committee. 

24.460.  For  what  reason?— They  thought  the  Board 
of  Trade  would  probably  be  more  independent. 

24.461.  How  are  they  to  get  at  the  panel  from 
which  they  are  to  select  the  names?  The  Inland 
Revenue  know  the  people  who  are  concerned  about 
it.  Do  the  Board  of  Trade? — I could  not  answer 
that.  I cannot  say  whether  the  Board  of  Trade  have 
the  necessary  information  or  not. 

24.462.  You  object  to  the  additional  assessments 

after  the  expiration  of  a year.  You  say  in  para- 
graph 18  “ Provide  that  where  an  assessment  is  not 
appealed  against  within  the  specified  time  it  shall 
be  binding  ” ?— “ It  shall  not  bo  binding.” 

24.463.  Yes;  that  is  the  converse  of  the  case  I had 
in  mind.  I have  nothing  to  say  about  that;  that 
explains  itself.  You  know  that  the  Surveyors  now 
have  power,  within  three  years,  to  make  an  addi- 
tional assessment? — They  have. 

24.464.  Complaint  has  been  made  to  us  that  in 
some  cases  when  an  assessment  has  been  agreed  with 
a particular  Surveyor  another  Surveyor  comes  along 
and  makes  an  additional  assessment.  Is  that  within 
your  experience? — I have  had  no  experience  of  such 
a case  as  that.  What  we  ask  in  paragraph  18  is 
that  the  taxpayers  shall  have  the  same  right. 

24.465.  I followed  that.  Deal  with  the  case  I am 
putting  to  you.  Do  you  think  it  would  be  a satis- 
factory amendment  of  the  present  state  of  things  if 
an  additional  assessment  were  allowed  upon  an 
agreed  assessment  only  where  new  facts  have  come 
to  light? — Yes,  I think  that  would  be  right. 

24.466.  Mr.  McLintock : With  regard  to  the  tran- 
sitional period  during  which  the  three  years’  average 
is  discarded  and  the  preceding  year  adopted,  I under- 
stood you  to  suggest  that,  taking,  say,  the  fiscal 
year  1920-21 — that  is  next  year — you  were  going  to 
combine  the  year  1919  with  some  previous  years.  Is 
that  not  so  ? — Two  suggestions  have  been  made  with 
regard  to  the  transitional  period  of  two  years.  First 
of  all,  that  the  taxpayer  should  have  the  option  of 
being  taxed  on  the  result  of  the  preceding  year  or 
on  the  average  of  the  three  years  as  at  present. 
The  alternative  is  that  he  should  have  the  option 
of  being  taxed  on  the  preceding  year  or  on  the 
average  of  three  years  and  in  the  second  year  on  the 
average  of  two  years. 

24.467.  You  want  the  taxpayer  to  have  that  right? 
— Yes,  that  is  the  suggestion. 

24.468.  I suggest  to  you  that  the  year  1919  has 
never  been  in  an  average  yet.  The  assessment  for 
1919-20,  the  current  fiscal  year,  is  based  on  the  years 
1916,  1917,  1918?— Yes. 

24.469.  1919  has  never  come  into  any  average?— 
That  is  so. 

24.470.  "Why  should  the  taxpayer  object  to  pay 
the  tax  on  the  profits  of  the  year  1919,  without  any 
option?  He  has  earned  those  profits,  and  he  should 
have  no  option? — This  suggestion  has  been  put 
forward  to  try  to  get  over  the  difficulty  which  must 
necessarily  arise  in  the  transitional  period  due  to  the 
transfer  from  one  system  to  the  other.  I do  not 
think  we  would  have  anv  objection  to  adont  the 
suggestion  made  by  Mr.  William  Cash  on  behalf  of 
the  Institute  of  Chartered  Accountants  in  England. 
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That  is  the  addition  of  one-third  or  two-thirds,  as 
the  case  may  be. 

24.471.  But  suppose  the  Inland  Revenue  were 
agreeable  to  start  right  off  in  1920-21,  and  assess  on 
the  preceding  year,  do  you  think  the  taxpayer  has 
any  ground  to  object,  even  if  the  profits  of  the  two 
preceding  years  were  less  than  those  of  the  year  1919  ? 
— No.  The  suggestion  I made  when  I had  the 
honour  of  appearing  before  the  Royal  Commission 
in  July  last  on  behalf  of  the  Associated  Chambers  of 
Commerce  was  that  you  must  make  a commencement 
some  time,  and  probably  you  would  have  to  assess 
twice  on  the  same  year. 

24.472.  1919  has  never  been  in  an  average;  no  one 
has  seen  the  profits  until  you  come  to  1923-21,  when 
you  bring  them  in  under  the  existing  practice,  1919, 
1918,  1917,  and  strike  an  average  or  three  years?— 
Assuming  that  you  were  commencing  on  the  new 
system  next  year,  you  might  have  to  adopt  the  profits 
for  the  year  ending  31st  December,  1918. 

24.473.  Why? — If  you  had  not  the  results  for  the 
current  year  1919. 

24.474.  But  you  are  starting  next  year,  after  next 
April  or  May,  1920;  you  are  asked  to  make  a return 
of  your  income  for  the  preceding  year,  which  has 
never  been  in  an  average  before.  Is  there  any 
reason  why  the  taxpayer  should  have  an  option  to 
bring  that  year  into  an  average  of  one  or  two  pre- 
ceding years?  Why  should  not  the  tax  that  he 
should  pay  be  on  his  profit  for  that  year? — I do  not 
say  he  should  not  pay  the  tax  on  it.  Certainly, 
bring  it  in. 

24.475.  That  would  be  the  best  method  of  changing 
over? — Yes;  certainly  bring  it  in. 

24.476.  And  if  there  were  an  option  given  to  the 
taxpayer  he  would  only  take  it  if  he  could  bring  in 
two  smaller  years  to  bring  down  the  average? — If  an 
option  were  given  you  may  rest  assured  that  he  would 
take  the  one  which  would  be  most  beneficial  to  him. 

24.477.  But  is  he  suffering  under  hardship  because 
he  is  asked  to  pay  on  the  profits  of  the  preceding  year, 
which  have  not  previously  been  taxed? — No. 

24.478.  You  asked  that  trading  losses  shall  be 
carried  forward? — Yes. 

24.479.  The  period  at  present  is  three  years  that 
you  can  carry  forward  a loss — by  the  operation  of 
the  three  years’  average? — Yes. 

24.480.  Do  you  limit  this  suggestion,  or  is  it  for 
ever  and  ever? — It  is  until  it  is  made  good  out  of 
subsequent  profits. 

24.481.  Then  you  ask  for  something  that  has  never 
been  given  before? — I do  not  see  how  you  can  work 
it  otherwise.  You  must  not  ask  the  taxpayer  to  pay 
taxes  on  a profit  that  he  has  never  earned. 

24.482.  He  is  being  asked  to  do  that  at  present?— 
But  the  average  is  continued  and  he  gets  the  benefit 

24.483.  No,  you  may  have  losses  for  three  years 
and  profits  for  three  years.  There  is  some  part  of 
that  loss  that  you  never  make  up? — Yes.  I agree. 

24.484.  He  gets  three  years  at  present? — He  does. 
He  gets  the  benefits  of  an  average  of  three  years,  but 
under  the  new  system,  where  you  are  only  going  to 
deal  with  an  assessment  on  the  preceding  year,  our 
view  is  that  you  must  necessarily  bring  forward  a 
loss  until  it  is  made  good  out  of  subsequent  profits. 
I think  that  is  a clear  proposal. 

24.485.  Such  a claim  has  never  been  put  forward  in 
the  past,  by  the  operation  of  the  three  years’  average? 
— But  you  are  going  to  change ; at  least,  we  are 
recommending  you  to  change,  to  another  system,  and 
we  consider  that  it  would  not  be  a fair  system  unless 
you  allowed  losses  in  business. 

24.486.  Yet  we  have  had  witnesses  who  have  sug- 
gested that  you  should  tax  when  there  are  profits, 
and  there  should  be  no  tax  when  there  are  no  profits, 
but  do  not  carrv  the  losses  forward  at  all? — I do  not 
think  it  faSr  not  to  carry  forward  the  losses. 

24.487.  Do  you  not  think  that  to  carry  forward 
your  losses  for  a limited  period  not  exceeding  five 
vears  would  be  reasonable? — Primarily,  people  are  in 
business  to  make  profits,  not  to  continue  losses. 

24.488.  I agree. — I therefore  say  that  a loss  that  is 
incurred  in  a business  the  taxpayer  should  be  allowed 
to  carry  forward  until  he  makes  it  good  out  of  sub 
sequent  profit*. 


24.489.  My  point  is  this.  You  ask  for  the  three 
years’  average  to  be  discontinued  for  a variety  of 
reasons,  which  many  witnesses  have  put  forward  Y — 
les. 

24.490.  Under  that  system  you  do  not  get  your 
losses  for  more  than  three  years;  but  you  now  ask 
that  you  shall  get  that  practically  for  all  time  ? — Y es ; 
we  insist  upon  that  as  part  of  our  recommendation — 
that  the  loss  should  be  made  good  before  the  taxpayer 
has  to  bear  a tax  on  profits. 

24.491.  I would  like  to  put  a question  to  you  regard- 
ing this  calculation  of  the  wear  and  tear  percentage 
as  a practical  proposition.  The  present  method,  of 
course,  is  on  diminishing  value? — Yes. 

24.492.  Do  you  suggest  with  regard  to  plant  and 
machinery — and  I am  chiefly  concerned  with  miscel- 
laneous plant  and  machinery — that  each  part  should 
have  its  life  determined  in  order  to  fix  its  appropriate 
rate  ? — Yes. 

24.493.  And  that  that  calculation  should  proceed 
annually  on  its  original  cost?  Is  it  your  view  that 
that  is  a practical  method  as  compared  with  the 
present  method? — Personally,  I think  the  present 
method  is  a very  fair  one.  It  always  has  regard  to 
the  residual  value — writing  off  on  diminishing 
amounts. 

24.494.  You  agree  this  would  entail  a tremendous 
amount  of  labour  to  everyone? — I think  it  would. 

24.495.  Continued  year  after  year,  and  the  present 
method  is  simple? — That  is  my  own  view. 

24.496.  Assume  that  towards  the  end  of  the  esti- 
mated life  of  a piece  of  plant  you  have  an  expen- 
sive repair,  would  not  the  Inland  Revenue  ask  you  to 
treat  that  repair  as  capital  expenditure  owing  to  the 
extended  life  of  the  plant? — I do  not  think  they 
should. 

24.497.  Why  not? — Because  it  is  only  making  good 
a worn-out  machine. 

24.498.  But  after  all,  you  want  to  proceed  on 
original  cost  with  a regular  life  for  every  piece  of 
plant.  Would  not  every  penny  of  repair  have  to  be 
scrutinized  annually  to  see  whether  it  was  extending 
the  life,  and  if  so,  capitalized? — Yes,  it  would. 

24.499.  Would  not  that  result  in  a good  deal  of 
heartburning  and  a great  deal  of  trouble? — It  would. 

24.500.  Then  you  agree  that  the  present  method  is 
adequate? — Personallv.  T do 

24  501.  You  ask  for  a continuous  hearing  of  appe~L. 
I take  it  that  in  Ireland  you  suffer  from  the  fact  that 
you  have  the  Special  Commissioners  coming  at  infre- 
quent intervals? — They  oome  once  a year,  in  the 
autumn. 

24.502.  Therefore  you  must  crush  all  your  appeals 
into  that  time? — Yes. 

24.503.  Whereas  in  England  and  Scotland  the 
appeal  meetings  are  held  at  shorter  intervals? — I 
have  no  knowledge  of  that. 

24.504.  In  Ireland  they  are  all  crushed  into  one 
short  period? — -Yes. 

24.505.  With  regard  to  the  question  of  the  demand 
note,  I do  not  know  if  you  are  aware  of  this,  and  I 
do  not  know  why  it  should  exist,  that  in  Scotland  the 
only  notice  sent  out  requesting  payment  of  Income 
Tax  contains,  in  the  case  of  a trader,  his  average 
profits,  his  insurance  premium  deductions,  his  abate- 
ments, if  any,  and  the  differential  rate  and  the  net 
sum  payable.  That  is  all  shown  on  the  face  of  the 
one  and  only  notice  that  he  receives,  until  he  get®  a 
reminder — which  is  seldom.  I take  it  that  what  you 
want  is  a demand  note  in  that  form? — Yes. 

24.506.  I do  not  know  why  in  one  part  of  the 
ountrv  that  is  so  and  not  in  another.  It  does  not 
prevail  in  England  or  in  Ireland? — I suppose  Scot- 
land is  specially  favoured. 

24.507.  The  fact  remains  that  such  a notice  does 
:ome.  There  are  not  two  notices  sent  out.  as  in 
Jngland,  and  you  want  the  demand  note  to  contain 
all  those  particulars? — Quite  right. 

24.508.  There  are  verv  few  bodies  of  Commissioners 
all  over  the  country  which  contain  an  accountant? — 
That  is  so. 

24.509.  I take  it  that  probably  one  of  the.  reasons 
is  that  an  accountant  might  have  to  give  up  all  his 
ordinary  business  dealing  with  Income  Tax  if  be  sat 
on  a body  of  Commissioners? — Yes. 
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24.510.  He  could  not  very  well  sit  just  when  it  hap- 
pened that  there  was  not  a client  of  his  coming  along, 
and  he  certainly  could  not  appear  as  an  advocate 
before  the  body  that  he  was  sitting  on  next  day? — 
Quite  right. 

24.511.  That  is  one  difficulty? — It  is  one  difficulty. 

24.512.  So  you  would  have  to  get  an  accountant  who 
was  willing  to  give  up  that  part  of  his  professional 
business  altogether? — Quite  right. 

24.513.  Mr.  Birley : Would  you  continue  to  tax 
limited  companies  on  their  individual  profits  at  the 
standard  rate? — 1 am  afraid  it  would  be  difficult  to 
discriminate. 

24.514.  At  present  limited  companies  pay  the 
standard  rate  on  their  undivided  profits? — They  do. 

24.515.  Would  you  continue  to  do  that? — Yes. 

24.516.  You  say  you  would  propose  that  the 
standard  rate  should  be  6s.  8d.,  but  if  it  was  more  con- 
venient it  could  be  5s.? — Yes. 

24.517.  But  if  those  undivided  profits  were  to  be 
taxed  at  the  standard  rate  it  would  matter  very  much 
what  that  standard  rate  was,  would  it  not?  It  would 
matter  a great  deal  whether  it  was  6s.  8d.  or  5s.? — 
Yes,  it  would ; at  present  the  undivided  profits  are 
taxed  at  6s. 

24.518.  But  your  suggestion  rather  is  that  the  rate 
should  be  one  of  convenience  for  calculation? — Yes; 
but,  of  course,  approximating  also  to  the  require- 
ments. 

24.519.  But  there  is  a definite  figure  at  which  those 
things  must  be  taken,  and  if  you  made  it  5s.  you 
would  lose  very  considerably.  It  is  not  a question 
simply  of  convenience?—!  do  not  think,  after  all,  it 
would  be  right  to  press  the  question  of  convenience. 

24.520.  I thought  you  rather  made  a point  of  6s.  8d. 
being  one-third  or,  if  that  was  too  high,  os.,  being  one- 
fourth  of  a £? — The  committee  do  make  that  point 
in  the  printed  memorandum.  Personally,  I do  not 
think  the  question  of  convenience  should  be  pressed 
as  against  a matter  of  principle. 

24.521.  Professor  Pig  on : In  your  paragraph  3 yon 
suggest  that  your  scale  should  be  regarded  as  a per- 
manent basis,  and  that  if  variations  in  the  amount  of 
tax  are  wanted  the  whole  thing  should  be  altered? — 
Yes,  always  subject  to  stating  that  the  scale  given 
here  is  by  way  of  illustration.  We  do  not  put  that 
forward  as  a definite  thing. 

24.522.  On  the  point  of  moving  up  and  down,  of 
course  you  would  not  maintain  that  that  should 
happen  except  for  small  changes.  Supposing  the 
present  scale  were  doubled  all  the  way  up,  you  would 
put  the  top  people  above  20s.  in  the  £P — I do  not 
quite  follow  you. 

24.523.  If  you  want  double  as  much  Income  Tax 
as  you  get  now,  and  you  doubled  the  whole  of  your 
scale,  the  top  man  would  be  21s.  in  the  £? — Yes. 

24.524.  So  you  clearly  cannot  apply  this  moving  the 
whole  thing  up  and  down?— If  the  addition  was  to  be 
100  per  cent.? 

24.525.  Yes? — That  would  be  very  exceptional. 

24.526.  Of  course,  but  does  it  not  suggest  that  this 
convenient  rule  of  moving  the  whole  thing  up  can 
only  apply  to  small  changes? — Yes,  quite. 

24.527.  And  you  would  not  press  it  with  regard  to 
big  changes? — No,  that  would  be  unreasonable. 

24.528.  Big  changes  down  as  well  as  big  changes  up  ? 
— Yes. 

24.529.  You  advocate  the  abolition  of  the  distinc- 
tion between  earned  and  unearned  incomes,  and  your 
argument  T understood  to  be  this  : that  at  present, 
receivers  of  unearned  incomes  have  been  very  hardly 
hit  by  the  cost  of  living? — Yes. 

24.530.  Whereas  the  receivers  of  earned  incomes 
have  met  that  by  getting  increased  incomes? — Yes. 

24.531.  Is  not  that  merely  a temporary  thing? 
Your  proposal  is  for  a permanent  system? — Our  pro- 
posal to  do  away  with  the  distinction  between  earned 
and  unearned  income  rests  upon  the  adoption  of  a 
graduated  scale  such  as  we  have  suggested. 

24.532.  But  this  particular  argument  refers  to  the 
present  onerous  position  of  recipients  of  unearned 
income? — Yes. 

24.533.  So  it  really  is  not  relevant  to  the  question 
that  you  should  abolish  tjie  distinction  permanently? 
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—Of  course  you  have  to  take  present  day  circum- 
stances into  account,  and  it  is  believed  that  the  high 
cost  of  living  will  last  a considerable  time. 

24.534.  But  the  whole  of  the  argument  for  the  dis- 
tinction would  still  remain.  A person  ten  years  hence 
will  then  have  an  earned  income  as  against  a person 
who  has  then  an  unearned  income? — Our  case  is  that 
the  abolition  of  the  distinction  will  be  made  by  the 
graduated  scale  which  we  suggest;  and  you  would 
put  both  on  the  same  footing,  both  the  earned  and 
the  unearned. 

24.535.  I understand  that  with  your  graduated 
scale  you  make  a different  arrangement  as  between  a 
richer  man  and  a poorer  man ; but  there  is  no  dis- 
tinction made  between  two  men  of  equal  wealth,  tlie 
income  of  one  of  whom  is  earned  and  of  the  other  is 
not  earned? — We  think  it  would  be  fair  if  you  adopt 
the  scale  suggested  and  give  the  exemption  allowance 
as  already  suggested. 

24.536.  Surely  the  graduation  of  the  scale  affects 
people  of  different  degrees  of  wealth,  not  as  regards 
people  whose  incomes  are  earned  or  unearned;  and 
I do  not  see  that  the  whole  scale  here  is  relevant  to 
that? — Having  regard  to  present  conditions  and  the 
conditions  that  are  likely  to  last  for  a few  years,  we 
think  that  it  would  be  only  fair  to  place  on  the  same 
footing,  either  earners  of  moderate  incomes  or  people 
receiving  unearned  incomes  of  the  same  amount. 

24.537.  You  are  merely  repeating  the  statement, 
are  you  not? — Yes. 

24.538.  Does  not  the  argument  hold ; five  years 
hence  one  man  will  be  earning  £1,000  a year  and 
another  man  will  inherit  £1,000  a year.  The  man 
who  is  earning  it  has  to  save  much  more  than  the 
other  has  to  save.  Does  it  not  still  seem  reasonable 
that  he  should  have  an  allowance? — Well,  yes,  it 
does. 

24.539.  In  paragraph  6 you  suggest  that  when  a 
person  is  married  you  shall  knock  off  £100  for  his 
wife,  and  that  this  shall  apply  throughout  the  whole 
income  scale? — Yes. 

24.540.  Of  course  an  alternative  possibility  is  to 
say  that  what  a person  who  has  a wife  should  pay 
shall  be  a certain  percentage  of  what  a person  who 
has  not  a wife  would  pay;  for  instance,  he  might  pay 
at  three-fourths  the  rate  of  a bachelor? — The  com- 
mittee do  not  appear  to  have  gone  into  that  question. 
They  make  the  suggestion  that  the  taxpayer,  married 
or  unmarried,  should  have  his  subsistence  allowance. 

24.541.  Have  you  considered  that  alternative? — 
No. 

24.542.  With  regard  to  what  Mr.  McLintock  was 
asking  you  about — carrying  losses  through — do  you 
not  get  into  difficulties  as  to  what  the  unit  is  which 
suffers  the  losses  ? Suppose  you  have  a man  who  has 
carried  on  business  and  who  dies,  and  his  son  takes 
on  the  business ; would  you  carry  on  the  father’s 
loss  to  the  son? — I have  not  considered  that  question. 
That  view  of  it  has  not  occurred  to  me.  But  if  the 
business  is  to  be  regarded  as  the  unit  I do  not  see 
why  the  business  should  not  get  relief. 

24.543.  And  to  his  grandson,  and  so  on,  for  ever? 
— I take  it,  generally  speaking,  that  when  a man 
dies  his  affairs  are  wound  up. 

24.544.  Would  you  carry  it  on  to  the  son  ? — I do 
not  see  how  it  would  be  practicable.  I admit  that. 

24.545.  Then  supposing  he  did  not  inherit  it. 
Supposing  there  had  been  a business  which  had  made 
losses  and  somebody  else  had  bought  it;  would  you 
carry  on  the  losses  then  ? — I do  not  think  that  would 
be  practicable,  either. 

24.546.  It  would  be  neither  practicable  nor  desir- 
able, would  it? — No. 

24.547.  So  you  would  limit  it  to  the  particular 
man? — It  would  have  to  be  limited  to  the  lifetime  of 
the  taxpayer,  I take  it. 

24.548.  Suppose  it  is  a limited  company : it  has  an 
unlimited  life? — Of  course;  it  goes  on  for  ever. 

24.549.  There,  of  course,  you  again  differentiate  in 
favour  of  a company  as  against  private  firms? — T do 
not  see  how  you  could  do  otherwise. 

24.550.  But  it  creates  a difficulty,  does  il  not? 

It  does, 
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24.551.  Mr,  Synnott : I had  not  the  advantage  of 
hearing  you,  and  therefore  you  will  permit  me  to  ask 
you  this  general  question.  vVhat  is  the  advantage  of 
your  scale  as  compared  with  the  existing  scale?  Is 
it  this : yours  is  a scale  per  £100,  and  the  existing 
scale  is  a scale  per  £1? — Our  scale  is  a graduated 
scale  in  which  Income  Tax  and  Super-tax  are 
merged. 

24.552.  Leave  out  Super-tax;  the  existing  scale  is 
also  a graduated  scale,  is  it  not?  It  is  not  so  com- 
pletely graduated  as  yours? — That  is  right. 

24.553.  Your  curve  is  a better  curve? — Yes. 

24.554.  And  it  is  so  much  per  £100? — We  have  the 
rate  per  £ in  one  of  the  columns. 

24.555.  It  is  a rate  per  pound  in  slices? — Yes. 

24.556.  But  otherwise  a rate  per  £100? — Yes. 

24.557.  You  say  in  paragraph  (c)  at.  the  beginning 
of  your  paper  and  also  in  paragraph  8 that  assess- 
ments are  to  be  on  the  past  year’s  income  except  in 
the  case  of  manual  workers? — Yes. 

24.558.  While  agreeing  with  you,  if  1 may  be  per- 
mitted to  say  so,  as  to  the  last  year  for  trading  con- 
cerns, is  there  not  a great  deal  to  be  said  for  assess- 
ing workmen  on  their  past  year  of  income?  Have 
you  thought  of  that? — No,  we  have  not,  but  you 
could  take  the  past  year  as  the  basis. 

24.559.  If  you  went  on  continuously  it  would  work 
itself  out  equally,  would  it  not? — It  would. 

24.560.  Would  it  not  have  this  great  advantage, 
that  the  objection  to  collection  at  the  source  by 
weekly  deductions  would  be  overcome,  because  the 
income  would  be  absolutely  known  and  there  could  b 
then  no  question  at  all  about  showing  the  details  of  a 
man’s  private  affairs  to  the  emplo3’er,  because  it 
would  be  absolutly  known  what  the  deduction  would 
be? — I would  have  no  objection  to  adopting  that. 


24.561.  You  knoiv  one  of  the  objections  of  this 
weekly  deduction  instead  of  quarterly  is  that  it  would 
involve,  first  of  all,  a large  amount  of  repayments 
running  into  millions,  and,  secondly,  that  it  would 
involve  showing  to  the  employer  all  the  man’s  private 
affairs? — Of  course,  we  do  not  advocate  at  all  the 
deduction  by  the  employer. 

24.562.  Then  I had  better  not  pursue  the  subject, 
perhaps.  At  any  rate,  you  will  go  so  far  with  me 
as  this : that  if  it  was  to  be  done  at  all  it  would 
be  better  done  on  the  past  year? — Yes. 

24.563.  As  under  Schedule  E now  ? — Y'es,  quite 
right. 


24.564.  And  that  would  get  rid  of  the  difficulty 
about  adjusting  the  income  where  the  employee  was 
out  of  work  ? — Yes. 

24.565.  You  say  there  should  be  only  one  assess- 
ment. That  would  raise  great  difficulties,  would  it 
not,  where  there  were  businesses  carried  on  in 
different  districts,  and  you  might  have  to  come  under 
several  Surveyors? — I do  not  think  it  would  raise 
any  difficulty. 

24.566.  Y7ou  know  in  Ireland  there  are  only  Sur- 
veyors to  make  the  assessment.  Who  would  make 
the  assessment  if  a business  was  carried  on  in  three  or 
four  different  places;  which  Surveyor  would  make 
the  assessment? — You  mean  a company  or  firm  with 
branches  ? — 

24.567.  Yes,  and  subsidiary  businesses  everywhere? 

Ihey  would  be  assessed  as  at  present.  If  you  have 

separate  concerns  you  must  have  separate  returns  in 
the  appropriate  district  as  at  the  present  time. 

2^,568.  But  supposing  there  is  only  one  concern  and 
it  carries  on  business  in  three  or  four  different 
places?  Then  the  assessment  would  be  made  as  at 


present  based  on  the  preceding  year  instead  of  upon 
three  years’  average. 

24,569.  You  advocate  only  one  assessment?— Yes. 


24,570.  I am  afraid  you  are  not  following  me? — I 
do  not  quite  follow  the  difficulty,  that  is  in  vour 
mind. 


24,571.  Is  it  not  a fact  that  Jpcal  knowledge  is 
very  often  necessary  to  get  an  accurate  assessment 
in  a particular  place ? — We  have  not  that  system  in 
Ireland.  We  have  no  Local  Uommissioners  in 
Ireland. 


24.572.  I know  you  have  not.  Your  evidence  is 
quite  general? — Yes. 

24.573.  We  have  had  official  witnesses  who,  I think 
I am  right  in  saying,  object  to  having  only  one  assess- 
ment; they  say  there  would  be  very  great  difficulty 
in  having  only  one  assessment.  You  have  not  con- 
sidered that,  perhaps? — We  think  it  would  simplify 
matters  very  much  if  there  was  only  one  assessment. 

24.574.  Now  with  regard  to  earned  and  unearned 
income.  Do  you  make  any  distinction  between 
income  earned  from  purely  personal  exertion  and 
capability  and  income’  earned  where  the  elements  of 
capital  and  goodwill  come  in?  Do  you  think  there 
is  any  difference  between  the  case  of  a purely  pro- 
fessional man,  who  works  by  his  brains  alone  and 
has  that  as  his  only  means  of  income,  and  the 
case  of  the  owner  of  a business  who  perhaps  only 
attends  to  it  for  two  hours  a day  and  has  a staff 
who  do  the  work  for  him,  and  which  business  he  can 
leave  to  his  children.  Do  you  think  there  is  a 
difference  btween  the  two? — I am  afraid  it  would 
create  great  difficulty  to  try  to  discriminate. 

24.575.  In  view  of  that,  you  would  abolish  the 
distinction  altogether? — Yes;  that  is  the  recommen- 
dation of  the  committee. 

24.576.  It  would,  of  course,  be  a large  gain  to  the 
Revenue? — I do  not  know  that  it  would  necessarily, 
if  you  adopt  a graduated  scale  on  the  lines  that 
we  suggest. 

24.577.  With  regard  to  your  next  point  as  to  allow- 
ances, would  the  result  of  your  allowances  be  that  a 
married  man  with  four  children  would  pay  no  tax 
on  £400  a year? — Yes,  that  is  what  the  recommenda- 
tion would  work  out. 

24.578.  You  have  gone  further  than  any  witness 
before  us.  Do  you  say  that  a minimum  of  reasonable 
subsistence  in  the  case  of  a man  with  four  children 
is  £400  a year? — That  is  the  recommendation  that 
the  committee  have  put  forward. 

24.579.  Have  you  considered  the  effect  of  this  Com- 
mission acting  on  the  theory,  and  declaring,  that 
£200  a year  for  a married  man  and  wife  or  £300  a 
year  for  a married  man  with  two  children,  is  the 
minimum  of  subsistence? — Personally  I would  say 
that  in  the  case  of  a man  and  his  wife  living  together 
it  is  unreasonable  to  suggest  that  they  both  should 
have  the  same  subsistence  allowance.  I think  the 
case  might  be  sufficiently  met  by  a lower  subsistence 
allowance  for  the  wife. 

24.580.  The  existing  one  is  now  £50? — Y’es. 

24.581.  Do  jrou  see  the  effect  of  a declaration  by 
tliis  Commission : because  if  it  ;s  to  be  applied  to 
industrial  workers  or  minors,  and  so  on,  it  must  be 
applied  all  round? — Certainly. 

24.582.  Do  you  not  see  the  result?  You  are  asking 
that  this  Commission  should,  without  direct  evidence 
or  sufficiently  direct  evidence  before  us,  declare  that 
such  an  income  is  a minimum  of  subsistence? — Yes, 
I see  that.  I say  personally  I do  not  think  that  the 
subsistence  allowance  for  the  wife  should  be  the 
same  as  for  the  husband. 

24.583.  A man  and  a wife  living  together  do  not 
necessarily  cost  twice  as  much  as  the  man  alone  ?— 
No. 

24.584.  Take  the  family  as  a unit;  there  is  a great 
deal  to  be  said  for  the  point  that  whatever  burden 
children  under  16  years  of  age  may  be,  over  16  years 
in  many  trades  they  are  a considerable  income  asset, 
are  they  not? — Yes,  quite  right. 

24.585.  With  regard  to  interest  on  money  on 
deposit  with  banks;  you  know  that  the  officials  of 
the  bank  are  bound  to  secrecy  and  that  secrecy  is 
relied  on  by  the  depositor? — Yes. 

24.586.  That  is  the  reason  he  deposits  his  money, 
is  it  not? — Yes. 

24.587.  You  do  not  suggest  that  the  bank  should 
be  the  informant,  do  you? — No. 

24.588.  It  should  be  the  privilege,  if  necessary,  of 
the  Inland  Revenue  to  call  for  it,  but  the  bank  should 
not  be  the  informant? — We  make  no  such  suggestion. 

24.589.  I put  it  to  you  that  the  proper  way  as  to 
any  means  of  getting  any  knowledge  of  banking  par- 
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ticulars  is  that  it  should  be  acquired  from  the  tax- 
payer himself  ? — Yes. 

24  590.  Mr.  Marks : You  urge  the  abandonment  of 
the  distinction  between  earned  and  unearned  income 
and  you  also  urge  that  there  should  be  no  relief  in 
respect  of  Life  Assurance  premiums  where  the  total 
income  from  all  sources  exceeds  £2,500? Yes. 

24,591.  You  are  aware,  are  you  not,  that  the  allow- 
ance  in  respect  of  Life  Assurance  premiums  was 
originally  made  in  order  to  give  some  advantage  to 
tne  earned  income  producer? Yes. 

24,692.  Do  you  still  think  that  if  the  distinction 
between  earned  and  unearned  income  is  abolished, 
the  bite  Assurance  premium  allowance  should  also  be 
abolished?— No,  we  say  it  should  be  continued  up 
to  a certain  amount. 

24,593.  Are  you  aware  at  all  what  the  average 
amount  of  the  policies  in  the  ordinary  Life  Assur- 
ance  offices— not  the  industrial  offices— is?— No 
• 24  a £ sm'Prise  you  if  I told  you  that  it 

S,Mnm°ertha“  ’ “ W°Uld  '’"P™6  if  3'™ 

ance.  so  far  as  it  is  based  on  the  consideration  that 
it  is  given  to  wealthy  people,  does  not  hold?— No  I 
do  not  think  that  that  average  disproves  the  sug- 
gestion that  working  people  take  advantage  of  them 
lou  have  an  enormous  number  of  small  policyholders, 
umch  is  bound  to  bring  down  the  average. 

24,598.  Then,  to  the  extent  to  which  they  pay  In- 
X are  entitlcd  to  this  allowance?- Yes. 

24,597.  And  yon  would  not  deprive  them  -f  it?— 

I would  not. 


24.698.  Do  you  not  think  there  is  also  a case  for 
the  man  who,  as  Mr.  Synnott  put  to  you  has  Z 
capital  except  his  brains,  and  earns  a big  income  if 
you  like,  out  of  which  he  has  to  maintain  his  family? 
—We  give  it  to  him  up  to  £2,500. 

24.699.  I suggest  even  a higher  figure  than  that 

because  most  successful  men,  as  you  know,  do  not 
begin  to  earn  a large  income  until  late  in  life  and 
then  only  have  a few  years  out  of  which  to  make 
necessary  provision  ?-Y«,  I quite  agree  that  the 
professional  man  does  not  begin  to  earn  a large 
income  until  well  advanced  in  life.  8 

24,600.  Do  you  agree  then  that  it  is  not  unreason 
able  that  ho  should  have  some  allowance  given  to 

perhaps  noT  ‘'“1Iy  'x>nsid6red  9™slon,  « 

24.601  You  suggest  in  regard  to  weekly  wage- 
earners  that  employers  should  not  be  required  to  St 
as  collectors  of  Income  Tax  from  wage-earners  save 
in  the  case  of  individual  defaulters  ?— Yes. 

24.602  You  know  that  that  very  question  was  con- 
sidered in  1915  and  both  employers  and  employed 
raised  greater  objections  to  that  than  even  to  dedum 
tion  at  the  source.  That  would  be  putting  on  the 

aWe  dnrtSv?PawC0  I7  “ '"’I  i”Tidi°™  »"d  th^gree- 
able  duty?  -Well,  I am  afraid  in  the  case  of  a 

defaulter,  a man  who  defies  the  authorities  and  will 
not  pay,  it  would  be  only  reasonable  that  the  Inland 

obir  ta%Sp°U W,i'“Ve  tl'“t  ProtM,tio'>  and  should  be 
foIlow  the  man’s  wages,  but  on  the  other 

by*  the*  empLyer.'^  C0"e0t,0n  **  th°  *"™  generally 


Mr.  S.  J.  Sewell,  Mr.  H.  E.  Tudor,  Mr.  C.  Allpass, 
Protection  Association 

The  witnesses  handed  in  the  following  statements 
as  their  evidence-in-chief : 

Evidence-in-chief  of  Samdei.  Jambs  Sbwbm„  secre- 
tary of  the  Hire  Traders’  Protection  Asso- 
ciation and  Editor  of  the  “ Hire  Traders’ 
-Record,  27,  Chancery  Lane,  London,  W.C. 

T b4,6°3i  (1)  °n  behaIf  of  my  association,  of  which 
1 have  been  secretary  since  its  formation  in  1890  1 
beg  to  submit  that  the  incidence  of  the  Income  Tax 
on  hire-purchase  transactions  requires  to  be 
standardized  and  in  such  a way  as  will  not  only 

mannerf°whf  b St£te  itS  duB  shnre  of  profit’  but  in  “ 
anner  which  shows  a reasonable  regard  for  the 
traders’  rights  and  difficulties.  S 

The  size  of  the  hire-purchase  trade. 

24,604.  (2)  For  proof  that  this  subject  is  of  in 
Xn  ’ I m,?ht  Stat0  thnt  mY  association. 

Imntcv  T d UPA°n  t0,e1Te  CTidcnce  before  the  Bank 
ruptcy  Law  Amendment  Committee  in  1907  re. 
ported  that  some  forty  thousand  firms  traded  on 
hire-purchase,  the  number  of  hire  agreements 
annually  entered  into  being  two  million, Tnd  not 

oXtimo " tX  mi,ll0n  bdng  M,,a’ly  in  force  at  anY 

fined  S h T,  agreements  were  by  no  means  eon 
hoaseh°ld  requirements,  since  some  twenty 
Wei  *1  c asses  ob  manufacturers  passed  into  use 
oTmlybby  mean8°f  hire-purchase,  including  all  kind, 
of  machinery  and  tools  for  workers.  Sincl  then  the 
number  has  increased,  and  the  War  Office  is  to  day 
disposing  Of  its  surplus  horses  on  this  sysiem  Is 
regards  the  percentage  of  such  trade  to 'cash  sales 
cases  ,Sofn0nak"OWnjn  all.da«8  of  goods,  tat  in  The 
cent  are  let  „”bd  machines  eightv-five  per 

cent  are  let  on  hire-purchase,  and  as  to  furniture 
the  figure  is  probably  as  high  as  fifty  per  cent  * 


Origin  of  hire-purchase. 

24,605.  (3)  This  class  of  trading,  it  might  be  noted 
1828 'fe  °rf,gm T Fr“nCf’  and  was  introduced  here  in 
SnTofT  T jT  “ g,'adualIy  supplanted  the 
lentmg  of  furnished  houses  and  rooms  where  the 
paymenta  only  covered  use,  and  ownership  of  the 


cat“LGexEa  Jn^E’  °n  “““  °f  ““  Hire  Trad“8' 

furniture  never  accrued  to  the  tenant.  And  il  con- 
ferred on  the  public  the  opportunity  of  becoming 
owners  of  the  articles  they  needed  merely  by  theii 

}-byibS  b0rijh!a'  ,use  a moderate  sum  periodically, 
which,  should  the  hirer  desire  it,  ranked  as  purchase 
money  when  such  payments  were  continued  until  the 
greed  value  of  the  goods  was  reached. 

The  hire  agreements  used. 

24,606.  (4)  The  hire-purchase  system  also  gradually 
took  the  place  of  simple  hiring,  where  the  periodical 
rent  alone  came  into  taxation,  and  those  who  used 
the  hire-purchase  system,  naturally,  and  with  the 
approval  of  the  Inland  Revenue,  did  not  treat  their 
transactions  as  sales,  and  only  brought  in  for  taxa 
tion  the  rent  as  received.  But  some  thirty  years  ago 
several  firms  started  to  use  a form  of  agreement 
wnch  was  not,  as  originally,  one  of  hire  with  the 
meie  option  to  purchase,  their  agreements  binding 
1S0°0Q<a  -ed  ?lrer  to  P&y  the  full  price  of  the  goods, 
in  I8J3,  in  tho  case  of  Lee  v.  Butler,  it  was  decided 
that  such  contracts  meant  that  the  hirer,  so-called, 
had  agreed  to  buy. 


Helby  v.  Matthews  agreements. 

24,607.  (5)  But  that  class  of  agreement  is  not  the 
iqo^  -li8ed  01i  aPProvecl  °f  by  my  association.  And  in 
1«J5  it  sought,  in  the  test  case  of  Helby  v.  Matthews, 
t°  obtam  a distinction  between  the  Lee  v.  Butler 
and  the  Helby  v.  Matthews  forms  of  contract.  It 
Jailed  in  the  Court  of  Appeal,  but  the  House  of 
J?™®.  unanimously  decided  that  the  Helby  v 
a hews  contract  is  not  an  agreement  to  sell  or  to 
, u^’  Pnly  uire  with  the  right  to  end  the  contract 
hy  the  return  of  the  goods.  Mr.  H.  E.  Tudor, 
solicitor  to  my  association,  deals  fully  with  the  legal 
points  of  difference.  Yet,  although  the  judgment  in 
the  House  of  Lords  clearly  took  Helby  v.  Matthews 
contracts  out  of  the  category  of  sales’  or  purchases, 
many  Income  Tax  Surveyors  continue  to  treat  such 
aSr+<j®meuts  as  sales,  and  assess  the  firms  using  them 
as  though  on  the  signing  of  the  agreement  the  trader 
a made  his  profit  although  such  profit  could  not  be 
iccoVered  m the  Courts  and  might  never  be  realized 
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The  Darngavil  wagon  case. 

24.608.  (6)  But  since  the  decision  in  the  Darngavil 
wagon  case,  in  a Scottish  Court,  Surveyors  are  de- 
manding of  hire  traders  that  they  adopt  another 
method  of  preparing  their  accounts.  Mr.  H.  E. 
Tudor  will  also  deal  with  this  matter,  as  too  will  Mr. 
George  Edward  Teale,  chartered  accountant  and 
auditor  to  my  association,  and  Mr.  Charles  Allpass, 
cx-president  of  my  association  and  an  extensive  user 
of  the  hire-purchase  system.  I will  only  add  on  this 
point  that  speaking  from  an  experience  of  hire 
trading  extending  over  thirty  years,  I am  convinced 
that  such  a method  of  assessment  is  inequitable, 
costly,  and  impracticable. 

What  is  required. 

24.609.  (7)  My  association  respectfully  submit  that 
equity,  economy,  and  sound  accountancy  demand : 

(1)  a return  to  the  old  practice  of  only  the  hire  rent 
as  paid  being  brought  into  the  accounting  year,  and 

(2)  that  Surveyors  be  instructed  to  act  in  a uniform 
manner  as  regards  the  assessment  of  business  done 
on  Helby  v.  Matthews  contracts. 

Safeguards  for  the  Revenue. 

24.610.  (8)  For  twenty  years  I have  been  trying 
to  get  the  method  here  suggested  adopted  by  the 
Income  Tax  Commissioners,  but  without  success. 
They  fully  agree  that  it  need  not  mean  the  slightest 
loss  to  the  Revenue,  but  some  of  the  officials  have 
hinted  at  the  possibility  of  misrepresentation.  I do 
not  share  these  fears,  but  if  they  militate  against  our 
case,  my  association  would,  I am  certain,  be  able  to 
suggest  ample  safeguards. 

[This  concludes  the  evidence-in-chief  of  Mr.  Sewell .] 

Evidence-in-chief  of  Henry  Edmund  Tudor,  solicitor 
to  the  Hire  Traders’  Protection  Association,  of 
Lonsdale  Chambers,  27,  Chancery  Lane,  W.C 

24,611  (1)  I have  specialized  in  hire  system  work 
since  1882.  When  the  Hire  Traders’  Protection 
Association  was  formed  in  1890,  I Avas  appointed 
solicitor  to  the  association  and  have  continued  to 
occupy  that  position  up  to  the  present  time. 

My  submission. 

24.612.  (2)  I submit  that  the  amount  of  duty  pay- 
able on  hire-purchase  contracts  must  depend  on  the 
construction  of  the  contract.  The  substance,  and  not 
the  mere  words  or  the  meaning  of  any  clause  isolated 
from  its  context,  must  be  taken  as  the  determining 
factor. 

Classes  of  hire  agreement. 

24.613.  (3)  Looking  then  at  the  substance  of  the 

contract  tho  question  to  bo  considered  is : is  tho 

contract  (1)  a sale  or  an  agreement  to  sell,  or  (2) 
merely  a hire  contract  with  an  option  on  the  part  ol 
the  hirer  to  become  owner. 

24.614.  (4)  To  ascertain  under  which  of  these  two 
classes  any  particular  agreement  falls,  the  test  must 
he.  is  there,  having  regard  to  the  substance  of  the 
contract  as  a whole,  any  obligation  on  the  part  of 
the  owner  to  sell,  or  does  he  merely  give  an  option  to 
buy?  This  will  be  governed  by  the  obligation,  ,f  any, 
on  the  part  of  the  hirer  to  pay  the  full  value.  If 
the  hirer  has  agreed  to  pay  the  full  price,  then  the 
agreement  must,  if  duly  performed,  result  in  a sale. 
If  on  the  other  hand  the  hirer  has  only  agreed  to  hire 
so  long  as  he  sees  fit  to  do  30,  with  a mere  option  to 
purchase  terminable  at  will,  then  there  can  be  no 
agreement  to  sell  or  purchase.  In  other  words  the 
test  is  whether  the  hirer  has  legally  bound  himself 
to  carry  the  contract  through  to  a purchase,  or  has 
merely  a right,  should  he  see  fit  to  exercise  it,  to  be- 
come a purchaser.  If  he  has  bound  himself  to  buy, 
then,  for  taxation  purposes  he  may  rightly  be  re- 
garded as  a purchaser,  and  the  owner  as  a seller,  even 
though  the  general  property  in  the  goods  remains  in 
the  owner  till  completion.  On  the  other  hand  if  the 
hirer  has  the  option  to  terminate  at  will,  he  cannot 
b?  regarded  as  a purchaser,  either  actually  or 
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potentially,  for  he  is  in  fact  simply  a hirer  clothed 
with  a mere  option  which  may  never  he  exercised.  In 
other  words  the  test  of  the  meaning  and  effect  of  any 
agreement  for  Income  Tax  purposes  depends  on 
obligation,  if  any,  to  purchase  the  goods  in  question. 

Darngavil  wagon  case. 

24.615.  (5)  In  the  Darngavil  Coal  Company  case, 
the  form  of  the  contract  involved  no  obligation  to 
purchase,  but  looking  at  its  substance  the  hirer  had 
in  effect  agreed  to  pay  the  full  price.  The  Court, 
having  regard  to  the  substance  of  the  contract, 
rightly  held,  so  I respectfully  submit,  that  the  con- 
tract Avas  an  agreement  to  buy,  for  there  was  an 
obligation  to  pay  substantially  the  full  sum. 

24.616.  (6)  The  form  of  contract  which  came  before 
the  Court  in  that  case  is  exceptional,  and  is  rarelj 
used  except  in  the  case  of  railway  wagons.  Such  con 
tracts  fall  under  what  is  now  commonly  known  as  the 
Lee  and  Butler  form  of  agreement,  i.e.,  obligation  on 
the  part  of  the  hirer  to  pay  the  full  price  or  sub 
stantially  the  full  amount. 

24.617.  (7)  But  the  Lee  and  Butler  type  only  re- 
presents about  2 per  cent,  of  existing  hire-purchase 
contracts.  In  the  furniture,  piano,  and  practically 
all  other  trades  the  Lee  and  Butler  form  has,  since 
the  decision  in  Helby  v.  Matthews,  entirely  dis- 
appeared 

True  test  of  hire  agreement. 

24.618.  (8)  Therefore  the  real  question  is  whether 
the  Helby  and  MatthewB  form  of  contract  (i.e.,  no 
obligation  on  the  part  of  the  hirer  to  buy  or  the  oAvner 
to  sell)  substantially  differs  from  that  of  Lee  and 
Butler,  not  only  in  form  but  in  substance. 

24.619.  (9)  My  submission  is  that  the  difference 
between  these  two  forms  of  contract  is  the  difference 
between  black  and  AA'hite,  for  the  one  is  an  agreement 
for  sale  and  the  other  for  hire.  Therefore,  the  Helby 
form  of  contract  should  be  regarded  for  taxation  pur- 
poses in  the  same  way  as  the  Inland  Revenue  treat 
simple  hire  contracts  where  no  option  of  purchase 
arises;  for,  in  fact,  they  remain  simple  hire  contracts 
unless  and  until  the  full  sum  is  paid  within  the  time 
fixed.  See  Cramer  v.  Giles,  Cab.  and  Ellis,  p.  151, 
confirmed  by  the  Court  of  Appeal. 

24.620.  (10)  In  order  to  appreciate  the  difference 
between  these  two  forms  used  in  the  above  cases  it 
becomes  necessary  to  consider  in  some  detail  the  facts 
of  these  cases. 

24.621.  (11)  By  the  Factors  Act,  1889,  52  and  53 
Viet.,  sec.  9,  re-enacted  by  the  Sale  of  Goods  Act, 
1893,  a person  who  is  not  the  owner  of  goods  but 
who  has  agreed  to  buy  them  can  give  a good  title  to 
a purchaser  or  paAvnbroker.  In  actions,  therefore, 
by  the  true  owner  against  a purchaser  or  pawnbroker 
to  whom  a hirer  has  disposed  of  the  goods,  it  is 
always  necessary  to  consider  whether  the  so-called 
hire  contract  is  merely  a hire  contract  with  an  option 
to  buy  or  an  agreement  to  buy,  i.e.,  an  obligation  to 
pay  the  full  price.  In  Lee  v.  Butler,  69,  L.T.  Rep. 
370,  1893  and  2.  Q.B.  318,  the  so-called  hirer  was 
bound  absolutely  to  make  payment  of  £1  on  the  6th 
May,  1892,  and  of  £96  4s.  Od.  on  the  following  1st 
August.  On  payment  of  the  tAvo  sums  the  goods  Avere 
to  become  the  absolute  property  of  the  hirer.  Before 
payment  the  hirer  sold  the  goods  to  Butler,  and  Lee. 
the  original  owner,  brought  an  action  against  Butler 
to  recover  the  goods.  The  defence  was  that  as  the 
hirer  was  bound  to  pay  the  full  price  the  hirer  had 
agreed  to  buy,  and  therefore,  although  Mrs.  Lloyd, 
the  hirer,  was  not  the  owner  she  could  by  virtue  of 
sec.  9 of  the  Factors  Act  confer  a good  title  on 
Butler.  This  decision  Avas  upheld  in  the  Court  of 
Appeal  and  approved  of  in  Helby  v.  Matthews  in  the 
House  of  Lords. 

24.622.  (12)  In  Helby  v Matthews  the  hire*  had 
pledged  the  piano  to  a pawnbroker,  and  the  latter 
set  up  the  defence  that  the  agreement  was  an  agree- 
ment to  buy  and  that  he  had  a good  title  under  the 
Factors  Act.  By  the  terms  of  the  agreement  the 
hirer  could  terminate  the  agreement  at  any  time  by 
returning  the  instrument. 

24.623.  (13)  The  House  of  Lords,  reversing  the 
decision  of  the  Court  of  Appeal,  held  that  the  agree 
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ment  in  Helby  v.  Matthews  was  clearly  distinguish- 
able from  the  decision  in  Lee  v.  Butler  because  there 
was  no  obligation  to  pay  the  full  sum,  and  that  in 
fact  the  agreement  was  a mere  hiring  with  an  option 
to  purchase. 

24.624.  (14)  If,  therefore,  the  Inland  Revenue 
maintain  that  they  are  bound  by  the  decision  in  the 
Darngavil  case,  and  refuse  to  distinguish  agreements 
with  a mere  option  to  purchase  from  agreements  with 
an  obligation  to  purchase,  they  will,  I respectfully 
submit,  fall  into  the  same  error  as  the  Court  of 
Appeal  did  in  the  case  of  Helby  v.  Matthews,  and  act 
in  direct  contradiction  to  the  ruling  of  all  the  judges 
in  the  House  of  Lords. 

What  are  “profits”? 

24.625.  (15)  Profits  are  either  actual  or  potential. 
If  actual,  no  question  arises,  if  potential  they  must 
be  based  on  an  obligation  to  pay  a definite  sum  which 
can  be  enforced  in  a Court  of  Law.  Profits  cannot 
rest  on  the  possibility  or  probability  of  a hirer  not 
changing  his  mind.  They  must  rest  on  a contract  to 
pay  a definite  amount. 

[This  concludes  the  evidence-in-chicf  of  Mr.  Tudor.] 

Evideuce-in-chief  of  Chahles  Allpass,  managing 
director  of  Hastings,  Limited,  House  Furnishers, 
Piano,  Cycle,  and  Domestic  Machinery  Dealers. 
Registered  offices,  Clapham  Junction,  S.W. 

24.626.  (1)  1 have  had  25  years'  experience  of  the 
working  of  the  hire-purchase  system  ip  my  business, 
and  as  a member  and  past  president  of  the  Hire- 
Traders'  Protection  Association,  1 have  had 
opportunities  of  becoming  intimately  acquainted  with 
the  practical  working  of  the  system  generally,  having 
sat  on  various  committees  in  connection  with  that 
body  relating  to  the  hire-purchase  system. 

I am  strongly  of  the  opinion  that  the  method  of  the 
assessment  of  Income  Tax  under  Schedule  I)  of  the 
accounts  of  traders  carrying  on  a hire-purchase 
business  requires  urgent  revision,  and  that  such 
assessment  must  be  treated  differently  from  those 
where  transactions  are  on  a purely  cash  basis. 

Hire-purchase  transactions. 

24.627.  (2)  All  kinds  of  articles  are  now  supplied 
on  what  is  known  as  the  hire-purchase  system.  Under 
agreement  a trader  lets  out,  and  a hirer  agrees  to 
take  on  hire,  specified  articles.  After  the  agreed 
amount  of  hire  has  been  paid  the  hirer  can  obtain 
a receipt  in  full  discharge  of  further  liability,  and 
(he  articles  then,  and  not  before,  become  his  own  pro- 
perty. Further,  the  hirer  at  any  time  during  the 
hiring  has  the  option  of  terminating  the  agreement 
by  returning  the  articles.  From  this  it  naturally 
follows  that  the  trader  cannot,  for  the  purpose  of 
taxation  at  any  time  during  the  period  of  hire,  say 
that  the  amount  of  profit  he  will  make  on  the  trans- 
action will  be  the  profit  based  on  the  total  amount 
agreed  upon  to  be  paid  as  hire. 

Period  of  hire. 

24.628.  (3)  Hire  purchase  transactions  vary  in  the 
length  of  period  of  hire  according  to  the  'class  of 
articles  selected  and  the  hire  payments  arranged. 
The  hiring  period  may  extend  to  over  three  years. 

Present  method  of  assessment  of  profits. 

24.629.  (4)  The  Board  of  Inland  Revenue  have 
decided  to  assess  all  hire-purchase  transactions  in  the 
manner  following : — 

(«)  That  all  hire-purchase  transactions  have  a 
definite  cash  price,  and  such  cash  price  shall 
be  treated  as  the  sale.  The  difference 
between  the  said  cash  price  and  the  amount 
agreed  upon  to  lie  paid  as  hire  is  to  be 
the  extra  charge  made  for  such  facilities. 

(h)  This  extra  charge  for  the  hire  purchase  agree- 
ment is  to  lie  apportioned  equally  over  the 
period  of  years  which  the  hire  contract 
covers. 


(r)  The  assessment  of  Income  Tax,  therefore,  will 
be  based  on  a cash  sale  valuation  plus  the 
proportion  of  the  total  amount  charged  for 
hire  applicable  to  the  particular  year  of 
assessment. 

Method  unsatisfactory  and  unworkable. 

24.630.  (5)  I have  no  hesitation  in  saying  this 
method  of  calculating  profits  is  totally  unworkable  by 
reason  of  its  cost  and  cumbersome  methods  as  regards 
lnie-purchase  transactions.  It  would  mean  that  every 
item  in  every  transaction,  owing  to  varying  rates  of 
profits,  would  have  to  lie  kept  account  of  in  order  to 
obtain  the  requisite  details  for  tax  purposes;  and  the 
extra  clerical  work  that  this  would  involve  would,  in 
the  end,  show  a loss  to  the  Revenue,  by  reason  of  the 
wages  for  the  extra  staff  that  would  be' required  being 
charged  to  expenses,  and,  consequently,  reducing  the 
amount  of  net  profits  available  for  taxation. 

The  association’s  suggestion. 

24.631.  (6)  1 submit  that  the  most  equitable  way  of 
assessment  for  Income  Tax  purposes  is  that  put  for- 
ward by  the  association  for  many  years,  which  method 
even  now  is  being  carried  out  in  different  parts  of  the 
country  to  the  satisfaction  not  only  of  the  trader  but 
of  the  Surveyor  of  Taxes.  This  method  is  to  take 
the  whole  of  the  moneys  received  by  the  trader  on 
account  of  hire-purchase  transactions,  during  the 
year  of  assessment,  together  with  the  moneys  received 
for  cash  sales,  as  the  basis  of  ascertaining  the  gross 
profit  for^  the  year.  By  this  means  the  trader  pays 
Income  Tax  on  the  profits  derived  from  the  actual 
money  payments  he  has  received.  The  State  collects 
exactly  what  is  due  to  it  and  no  more. 

Under  the  system  as  now  in  force  (see  paragraph 
4),  and  an  alternative  method  adopted  by 
some  Surveyors  of  Taxes  under  which  the  total 
amount  agreed  upon  to  l>e  paid  for  hire  is  treated  as 
an  outright  sale,  irrespective  of  the  period  of  hire 
or  liability  of  the  contract  to  he  terminated  at  any 
moment,  the  trader  is  penalized  by  paying  tax  to 
the  State  on  profits  which  have  not  been  made  in 
the  year  of  assessment,  but  which  may  accrue  in 
subsequent  years  if  the  hiring  runs  its  full  course. 

[This  concludes  the  evidenc e-in-chi cf  of  Mr.  Allpuss.] 

Evidence-in-chief  of  George  Edward  Teale, 
chartered  accountant,  56,  Great  Marlborough 
Street,  auditor  of  the  Hire  Traders’  Protection 
Association. 

24.632.  (1)  The  method  largely  adopted  by  the 
Income  Tax  Commissioners  of  late  years  in  arriving 
at  the  profits  assessable  for  Income  Tax  made  by  a 
trader  whoso  business  is  effected  on  the  hue-purchase 
system  is  onerous,  but  this  can  he  obviated  without 
any  loss  to  the  Revenue. 

Basis  of  assessing  Income  Tar. 

24.633.  (2)  Section  1 of  the  Income  Tax  Act,  1842, 
lays  down  that  Income  Tax  is  chargeable  on  the 
“ annual  ” profits,  but  the  Commissioners  assess  most 
hire  traders’  whole  profits  on  the  first  year,  although 
the  trader  may  not  make  those  profits  until  three 
years  have  elapsed,  or  may  make  no  profit  whatever 
from  his  hire-purchase  business.  He  is  thus  assessed 
on  future  profits,  or  hypothetical  profits,  and  not  on 
“ annual  ” profits. 

Methods  of  assessing  profits. 

24.634.  (3)  There  have  been  in  the  past  various 
methods  adopted  by  Surveyors. 

(a)  The  trader  has  been  allowed  to  bring  in  for 

taxation  as  his  sales  the  actual  hire  pay- 
ments as  received. 

( b ) If  the  trader  sent  out  a piano  on  hire- 

purchase,  valued  at  £90,  payable  in  equal 
instalments  spread  over  three  years,  his 
profits  on  the  whole  £90  has  been  allocated 
to  the  year  when  the  agreement  was  signed, 
although  the  trader  only  earned  one- third 
of  the  profit  in  each  of  the  three  years. 
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(c)  A piano  sent  out  on  hire-purchase  for  three 
years  at  the  price  of,  say,  £90,  it  costing 
£60,  the  gross  profit  of  £30  has  been 
brought  forward  for  taxation  at  £10  for 
each  of  the  three  years. 

For  book-keeping  purposes,  in  the  latter  case 
purchases  are  debited  £20  and  sales  credited  at  £30 
in  each  of  the  three  years,  thus  showing  a gross 
profit  of  £10  each  year.  This  method  gives  the  real 
“annual  ” profits  of  the  trader’s  business,  when  the 
transaction  ripens  into  a sale,  and  is,  in  that  case, 
theoretically  correct,  but  owing  to  the  complexity  of 
the  book-keeping  required  is  practically  unworkable. 

The  Darngavil  wagon  case. 

24.635.  (4)  That  case  has  caused  the  Commissioners 
to  divide  a hire-purchase  agreement  into  two  parts : 
(1)  a sale  so  far  as  regards  the  difference  between 
cost  and  selling  price  for  cash,  and  (2)  the  balance 
is  treated  as  a hire  profit  and  spread  over  the  full 
hiring  period.  Owing  to  the  intricacy  of  the  book- 
keeping required  for  this  manner  of  assessment  this 
method  is  also  practically  impossible. 

Objections  to  the  above  method*. 

24.636.  (5)  The  Commissioners  in  some  of  the  above 
methods  treat  a hire-purchase  agreement  as  a book 
debt.  This  is  incorrect,  as  no  book  debt  is  created, 
as  the  goods  can  be  returned  at  any  time  and  there 
is  no  obligation  on  the  part  of  the  hirer  to  purchase. 
From  my  experience  of  this  trade,  extending  over  a 
great  number  of  years,  I have  come  to  the  conclusion 
that  owing  to  the  variety  of  articles  dealt  with  and 
the  varying  rates  of  profit,  and  length  of  hiring 
period,  it  would  mean  that  each  article  would  have 
to  be  dealt  with  separately  and  thus  cause  such  a 
complication  in  book-keeping  that  it  would  be  un- 
workable, and  the  accounts  would  be  more  or  less 
guesswotk  and  unreliable.  And  it  should  be  remem- 
bered that  the  transactions  under  hire-purchase  are 
not  on  all  fours  with  any  other  system  of  trading, 
since  there  is  no  selling  or  buying  until  the  last  pay- 
ment is  made. 

My  suggestion. 

24.637.  (6)  It  is  that  the  simplest  method  of  arriv- 
ing at  gross  profits  in  this  trade  is  to  treat  the  cash 
received  for  hire,  in  agreements  of  the  Helby  v. 
Matthews  type,  as  the  sales  of  the  business.  Theo- 
retically this  is  not  quite  accurate,  but  taking  one 
year  with  another  is  correct  enough,  and  as  it  would 
mean  a saving  in  the  expense  of  book-keeping,  the 
Revenue  would  benefit  and  the  work  of  verifying  the 
accounts  be  lessened. 

[This  concludes  the  evidence-in-chief  of  Mr.  Teale.'] 

24.638.  Chairman:  We  have  considered  the  evi- 
dence that  you  have  sent  in  to  us,  and  after  a 
great  deal  of  thought  we  wondered  whether  it  was 
admissible  for  the  purposes  of  this  Royal  Commission. 
There  are  some  points,  however,  that  we  feel  that  it 
is  a proper  thing  that  you  should  put  before  the 
Commission,  and  those  points  will  be  brought  out  in 
examination  by  Mr.  Kerly  on  behalf  cf  the  Com- 
mission. You  must  not  think  it  is  any  disrespect  to 
you  if  we  conclude  your  evidence  rapidly,  but  it  is 
just  because  vvc  want  to  ascertain  certain  points  for 
our  own  knowledge  those  points  will  be  brought  out 
by  Mr.  Kerly’s  questions  to  you. 

24.639.  Mr.  Kerly:  Mr.  Sewell,  I presume  you  will 
answer  on  behalf  of  the  gentlemen  with  you  the 
questions  that  I have  to  put  to  you? — (Mr.  Sewell): 
Yes,  as  far  as  I can. 

24.640.  The  first  grievance  that  you  bring  to  our 
notice  is  this,  that  whereas  you  have  two  forms  of 
contract,  one  of  which  you  say  is  a sale  on  the  terms 
of  hiring  and  deferred  payment,  and  the  other  which 
you  say  is  a hire  agreement  only,  both  are  treated 
by  the  Revenue  as  substantive  sales  on  the  hire-pur- 
chase system.  You  distinguish  between  the  two  cases 
of  Lee  v.  Butler  and  Helby  v.  Matthews? — The 
answer  is  that  we  have  got  one  form  of  agreement, 


the  Helby  and  Matthews  agreement,  and  not  the 
Lee  and  Butler  agreement. 

24.641.  You  always  use  the  Helby  v.  Matthews 
form? — Yes. 

24.642.  You  say  that  that  should  not  be  treated  as 
a sale,  but  as  a hiring  only? — For  the  purposes  of 
Income  Tax. 

24.643.  In  substance  it  is  a sale  of  the  goods  on 
certain  terms.  If  the  hirer  continues  to  pay  his  hire, 
as  is  anticipated  on  both  sides,  then  at  the  end  of 
the  period  of  hire  the  property  becomes  his? — The 
House  of  Lords  has  found  that  it  is  no  sale  at  all ; 
that  is  the  House  of  Lords  decision  in  Helby  v. 
Matthews. 

24.644.  Personally  I am  very  familiar  with  these 
topics.  I think  I argued  Helby  v.  Matthews,  but  I 
cannot  quite  recollect,  so  1 know  all  about  it ; at  any 
rate  I either  argued  that  or  another  case  at  the 
same  time.  You  arranged  the  Helby  and  Matthews 
form — without  intending  to  say  anything  that  is  im- 
proper— in  order  to  defeat  the  Factors  Acts? — No, 
the  Helby  and  Matthew's  form  of  contract  was  in 
existence  before  the  Factors  Act  was  passed. 

24.645.  Then  you  adopted  it? — No,  it  was  in 
existence — we  continued  to  use  it. 

24.646.  Yery  well.  The  reason  that  you  cpntinued 
to  use  it  rather  than  the  other  form  was  to  prevent 
the  hirer  getting  the  power  to  sell  and  give  a good 
title  to  a purchaser? — No,  we  continued  to  use  it, 
having  adopted  it  prior  to  the  Factors  Act,  because 
we  considered  that  it  was  the  only  proper  form  of 
contract. 

24.647.  In  substance  you  agree  that  under  your 
present  Heiby  aud  Matthews  form  the  intention  of 
the  parties  is  that  the  property  shall  ultimately  pass 
to  the  hirer? — The  intention  of  the  parties  may  be 
that,  or  the  intention  of  the  parties  may  be  that  the 
hirer  merely  wants  temporary  use,  but  the  obliga- 
tion is  not  that  the  purchase  be  effected,  and  the 
obligation  is  the  test  for  Income  Tax  purposes. 

24.648.  I am  asking  you  to  deal  with  the  substance 
of  it.  Do  you  seriously  tell  this  Commission  that 
the  hirer  may  only  want  possession  for  a short 
period? — I do. 

24.649.  And  vet  he  pays,  not  a hire  rate,  but  a 
hire-purchase  rate  ? — There  is  practically  no  difference 
between  the  two. 

24,650  Do  you  suggest  that  a man  hiring  a piano 
for  three  years  would  pay  at  the  same  rate,  if  he 
knows  he  has  got  to  return  the  piano  at  the  end  of 
the  three  years,  as  he  would  if  having  completed  his 
hire  payments  for  three  years  he  is  to  keep  it? — I 
should  say  this:  If  you  are  a piano  dealer  and  let 
on  simple  hire,  frequently  that  piano  you  wouhi  have 
to  charge  for  at  simple  hire  very  much  more  than 
you  would  for  hire-purchase,  and  our  interests  are 
not  restricted  to  the  piano  trade. 

24.651.  You  suggest  to  the  Commission  that  if  you 
are  hiring  only,  the  property  always  remaining  the 
property  of  the  letter,  you  would  charge  a larger 
price  than  if  the  hirer  were  to  get  possession  when 
he  has  completed  his  short-term  payments;  do  you 
really  expect  us  to  believe  that? — I do  not  quite 
follow  you. 

24.652.  Then  you  could  not  have  followed  my  pre- 
vious question.  Just  give  me  your  attention,  please, 
you  are  saying  something  that  does  not  appeal  to 
me.  I ask  you  whether  in  substance  the  common 
hire-purchase  agreement  is  not  a transaction  in  which 
the  hirer  pays  a much  higher  rate  per  term,  because 
he  is  expecting  to  get  the  property  in  the  thing  at 
the  end  of  the  period;  is  not  that  a fact? — No.  I 
say  that  the  average  case  of  hire-purchase  means 
that  if  the  article,  instead  of  being  on  hire-purdiase, 
is  on  simple  hire,  the  simple  hire  charge  would  be 
just  as  high  as  the  hire-purchase  charge.  I am 
putting  it  rather  badly ; 1 do  not  know  whether  you 
grasp  it.  I am  conscious  of  having  put  that  very 
badly. 

24.653.  What  period  of  hire  are  you  contemplal 
ing;  how  many  years? — The  hire-purchase  agreement 
might  be  three  years.  I know  of  many  which  extend 
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to  five  years,  because  hirers  do  not  always  keep  to 
their  contracts. 

24.654.  Do  you  suggest  that  what  is  called  a hire- 
purchase  agreement  for  three  years  should  really  be 
regarded  as  a letting  on  hire? — I do. 

24.655.  Without  regard  to  the  fact  that  the  hirer 
can  acquire  the  property  merely  by  making  his  hire 
payments? — Yes ; I would  say  that  the  average  trader’s 
charge  for  periodical  hire-cum-purchase  is  no  higher 
than  it  would  be  for  simple  hire. 

24.656.  The  same  piano  and  for  a period  of  three 
years  ? — Yes. 

24.657.  Can  you  tell  me,  then,  why  the  trade  allow 
the  hirer  to  keep  the  property  at  the  end  of  the 
three  years  ? — Certainly.  The  public  want  a cessa- 
tion of  hire  payments  when  those  payments  have 
reached  the  value  of  the  article. 

24.658.  So  I thought,  but  you  are  telling  us  that  the 
value  is  nothing  at  the  end  of  the  hire  period ; that 
is  what  it  comes  to  ? — Why  ? In  what  way  ? I do  not 
follow. 

24.659.  Let  us  take  a particular  example.  Take  a 
piano  hired  for  three  years,  and  its  value  is  £50? — 
Yes. 

24.660.  The  buyer  could  buy  it  for  £50? — Yes. 

24.661.  How  much  a year  would  he  have  to  pay  for 

it  on  hire-purchase  terms  within  three  years? — You 
divide  that . 

24.662.  You  can  tell  me  the  normal  payment? — 
Divide  £50  by  3,  and  it  is  that  much  per  annum 
My  mental  arithmetic  is  not  particularly  good,  but  if 
I may  work  it  out  I will  do  so. 

24.663.  You  can  follow  me  if  you  please.  We  will 
take  £60,  which  is  readily  divisible  by  3?— £60 — £20 
a year. 

24.664.  Do  you  say  a man  can  pay  £20  a year  for 
three  years  instead  of  paying  £60  down— plus,  I sup- 
pose something  for  interest ?— Oh,  no;  nothing  for 
interest. 

24.665.  Is  the  transaction  that  he  can  either  pay 
£60  down  or  £20  a year  for  three  years  ?— No,  that  is 
not  the  nature  of  the  transaction. 

24.666.  What  is  it,  then? — Have  you  seen  the  hire- 

purchase  system . 

24.667.  With  all  respect,  I want  you  to  try  and 
assist  me. — I am  trying  to. 

24.668.  I do  not  want  reference  to  something  else. 

I am  dealing  with  a transaction  that  I presume  you 
understand,  and  you  are  telling  me  something  that 
I cannot  follow  at  all?— May  I tell  you  in  my  own 
language  ? 

24.669.  I want  you  to  give  me  an  example  of  a 
piano  at  £60,  and  tell  me  how  much  a year  has  got 
to  be  paid  on  the  three  years’  system,  and  tell  me 
alternatively  how  much  has  to  be  paid  to  hire  it, 
the  piano  being  returned  at  the  end  of  the  three 
years  ?— May  I,  in  my  own  language,  give  it  to  you  ? 

24.670.  Chairman-.  Yes,  give  it  in  your  own  lan- 
guage. I know  I am  no  match  for  this  gentleman, 
and  therefore  you  must  bear  with  me  in  my  ignor- 
ance The  practice  would  be  this,  that  the  trader 
would  draw  up  an  agreement  similar  to  the  one  that 
my  Association  uses,  under  which  there  would  be  a 
first  payment  which  is  generally  based  on  an  amount 
varying  according  to  the  period ; that  is  to  say,  sup- 
posing it  is  once  a month,  £60  would  be  spread  over 
three  years ; it  would  be  one-thirty-sixth  part  of  £66. 

I will  give  you  the  exact  figure  if  you  like.  If  you 
take  the  value  as  £36  it  is  just  the  same,  but  it  is 
easier.  Many  traders  would  let  you  have  the  piano 
on  the  payment  of  £1  only,  and  the  obligation  on  the 
hirer  would  be  merely  this,  that  he  keeps  it  safe, 
that  after  the  month  he  could  return  it,  and  no  more 
money  is  due  to  the  trader;  the  second  month 
another  £1  is  paid,  and  the  third  month  another 
and  so  on,  but  at  any  time  he  could  return  it. 

24.671.  Mr.  Kerly : You  are  not  answering  my 
question.— I asked  if  I might  trace  the  career  of  the 
piano. 


24.672.  I asked  you  if  you  would  be  good  enough 
to  give  me  the  figures.  You  say  it  is  one-thirty-sixth 
of  £60  each  month. 

24.673.  Chairman:  Do  you  mean  £1  a month? I 

thought  we  were  taking  it  at  a £36  article  for  easy 
calculation. 

24.674.  That  is  £1  a month?— Yes.  The  hirer  pays 
£1  and  he  is  under  obligation  to  pay  £1  for  each 
succeeding  mouth  so  long  as  he  retains  the  instru- 
ment, but  he  can  return  the  instrument  and  end  the 
contract  at  any  time. 

24.675.  Mr.  Kerly:  I know  that.  He  pays  £1  a 
month  for  three  years,  and  at  the  end  of  the  time  the 
piano  is  his? — Yes. 

24.676.  Supposing  he  is  taking  it  on  an  ordinary 
hiring,  with  no  interest  in  it  at  all,  how  much  has 
he  got  to  pay? — I know  of  no  dealer  that  would 
permit  a piano  to  leave  his  place  at  less  than  £1  a 
month.  It  costs  10s.  or  so  to  take  the  instrument 
to  the  hirer’s  house.  The  dealer  would  prefer  a hire- 
purchase  contract  to  the  simple  hire  contract. 

24.677.  Why? — Because  he  would  feel  that  the  hirer 
would  be  more  likely  to  continue  the  payment  of  £1 
a month,  and  thus  become  the  owner. 

24.678.  Chairman : You  mean  this : supposing  he 
buys  a piano  for  £60,  it  is  £1  a month  for  60  months, 
and  that  is  his  piano? — Yes. 

24.679.  Supposing  he  only  pays  £36,  it  is  not  his 
piano? — No;  the  money  that  has  been  paid  being  for 
the  hire  thereof. 

24.680.  That  is  if  he  takes  it  for  three  years,  and 
pays  £1  a month,  he  does  not  get  the  piano? — But  he 
does  not  take  it  for  three  years.  The  obligation  is 
not  for  three  years.  The  obligation  is  for  the  week 
or  the  month  or  the  quarter,  according  to  the  periodi- 
cal terms ; it  is  not  a three-year  contract. 

24.681.  Mr.  May  : But  the  pro  rata  payments  are 
calculated  to  cover  the  three  years. 

24.682.  Chairman : Yes,  that  is  so. 

24.683.  Mr.  Kerly : I will  leave  this.  You  are 
apparently  unable — I am  very  sorry;  it  may  be  my 
fault — to  give  me  the  assistance  I want? — I am  sorry 
sir.  Perhaps  I have  not  understood  your  question. 

24.684.  I have  done  my  best,  but  you  so  persist  with 
the  particular  form  of  transaction  that  you  are  want- 
ing to  explain  to  us,  that  you  cannot  answer  the 
question  I want  to  put  to  you  about  its  results,  apart 
from  that  particular  form. — Do  you  mind  putting  the 
question  again;  I think  I might. 

24.685.  Chairman : Give  him  one  more  chance,  Mr. 
Kerly. 

24.686.  Mr.  Kerly : I will  put  it  once  more.  The 
transaction  really  is  based  upon  the  supposition  that 
the  hirer  will  get  the  piano  for  himself  at  the  end 
of  the  term.  I know  he  has  the  option  of  returning 
it  if  he  pleases,  but  what  you  both  contemplate  is 
that  he  shall  go  right  through  with  the  transaction; 
that  is  so,  is  it  not? — We  might  contemplate  it,  but 
the  legal  position  is  not  that. 

24.687.  Very  well  then,  I will  leave  it.  You  see, 

I did  not  ask  you  that  question,  and  I have  asked 
you  to  put  it  aside,  but  you  will  not.  Now  let  me 
come  to  the  other  grievance  that  you  suggest.  You 
say  that  your  income  should  be  taken  to  be  your 
actual  hire  payments  each  year? — Yes,  as  in  former 
years. 

24.688.  Let  us  take  this  example.  We  will  take 
for  simplicity  a business  selling  goods  which  cost 
£5,000  a year? — Yes. 

24.689.  And  we  will  suppose  that  they  are  sold  on 
the  three  years’  system  at  a profit  of  £1,000,  so  that 
the  first  year  you  will  have  sold  £5,000  worth  of  goods 
at  nominally  £6,000,  of  which  £2,000  will  come  in  in 
that  year?- — I do  not  follow  how  you  can  get  £2.000 
in. 

24.690.  Assume  that  in  the  first  year  you  sell  £6,000 
worth  of  goods? — Yes. 

24.691.  On  a three  years’  system,  and  you  are  going 
to  get  repaid  one-third  of  the  amount  of  your  sales 
in  the  first  year,  that  will  be  £2,000,  will  not  it?— 
Are  you  assuming  that  all  this  happens  on  the  first 
day  of  the  year? 
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24.692.  I am,  for  simplicity,  supposing  you  were 
able  to  sell — ? — All  on  the  iirst  day  of  the  year? 

24.693.  Yes.  I am  going  to  take  it  that  you  have 
a uniform  sale  each  year.  Well,  I will  put  the  con- 
clusion to  you : on  your  system  you  would  in  fact 
be  always  three  years  behind  the  actual  income 
which  you  have  received.  Test  it  in  this  way  : at  the 
end  of  your  period,  supposing  you  shut  up  business 
after  20  years,  you  would  then  have  three  more 
years’  payments  to  receive  if  the  thing  had  gone  on 
normally,  would  you  not?— There  would  be  something 
to  receive,  yes. 

24.694.  Those  would  be  moneys  that  have  already 
been  earned? — Not  received. 

24.695.  I did  not  say  received;  I said  earned. — I 
know. 

24.696.  On  the  system  that  you  suggest,  of  treat 
ing  payments  as  income,  no  Income  lax  would  have 
been  paid  because  they  had  not  been  received:  that 
is  right,  is  it  not? — I presume  that  is  correct. 

24.697.  It  follows,  does  it  not,  that  inasmuch  as 
those  sums  for  the  three  subsequent  years  after  con- 
cluding your  business  have  been  earned,  but  the 
Income  Tax  upon  them  has  not  been  paid,  you  must 
always  have  been  in  arrear  in  your  Income  Tax?— I 
do  not  know;  that  wants  looking  at. 

24.698.  Is  not  it  so? — I am  rather  disposed  to  say 

no.  . 

24.699.  Test  it  at  the  other  end. — Excuse  me,  this 
is  the  first  time  such  a question  has  been  put  to  me, 
and  it  is  rather  a searching  question. 

24.700.  Chairman : I do  not  want  you  to  get 
worried  at  all  by  a question.  I will  give  you  ample 
time  to  think  over  it.  If  what  Mr.  Kerly  has  asked 
you  is  not  quite  clear,  with  pleasure  you  can  wait  a 
a moment  or  two  to  think  about  it,  and  then  answer. 

I do  not  want  you  to  be  pressed  to  answer  things  off- 
hand ? Is  it  permissible  for  me  to  say  that  one  of 

our  witnesses  is  a chartered  accountant,  and  more 
capable  of  dealing  with  accountancy  questions  that 
I am.  We  have  tendered  him  as  a witness. 

24.701.  If  you  like.— I have  been  asked  questions 
of  law  and  now  questions  of  accountancy.  I am  a 
simple  secretary.  We  have  our  lawyers  here,  and 
our  accountant,’  and  I do  suggest,  not  that  I want  to 
get  out  of  the  gladiatorial  arena,  for  I rather  love 
it,  would  not  it  be  better  that  these  questions  should 
be  put  to  the  experts? 

24.702.  Chairman  : You  said  that  you  would  answer 
the  questions,  but  if  now  the  accountant  can  answer 
the  question  that  Mr.  Kerly  has  asked  you,  the  Com- 
mission will  be  perfectly  ready  to  hear  him. 

24.703.  Mv.  Kerly:  I am  very  sorry  if  I have 
troubled  you  at  all,  but  I did  ask  you  if  you  preferred 
to  answer  the  questions,  and  you  said  yes.  However, 
is  the  accountant  here? — Yes. 

24.704.  The  accountant  can  probably  deal  with  this 

question  most  conveniently ; is  the  accountant  Mi . 
Teale? — Yea.  _ 

24.705.  Mr.  Teale,  you  probably  appreciate  what  1 

am  putting  to  you  at  once? — (Mr.  Teale ) Yes;  I can 
answer  it,  I think.  , , . 

24.706.  The  effect  of  the  suggested  method  ot 
treating  the  hire  payments  received  in  any  year  as 
the  income  for  that  year  would  be  to  defer  the 
Income  Tax  by  the  normal  period  of  hiring,  would  it 
not? — No. 

24.707.  Why  not?— I will  show  you.  We  will  take 
your  instance*  of  £5,000,  and  the  goods  were  sold  for 
£6,000,  at  the  rate  of  £2,000  a year  payment.  I he 
profit  would  be  £1,000  on  the  whole  transaction  after 
three  years;  that  is  £333  a year  roughly. 

24.708.  Why  do  you  say  after  three  years, 
the  profit  is  earned  at  once,  is  it  not? 
No;  it  is  payable  in  three  years,  and  the  profit  on 
the  whole  thing  would  be  £1,000  or  £333  each  year. 
The  first  year  £333  would  be  brought  into  the  profit 
of  that  year,  and  the  trading  account  would  be  like 
this:  there  is  stock  £5,000,  there  is  £2,000  paid 
during  the  first  year ; then  the  stock  of  £5,000  is 
worth  at  the  end  of  the  year  £5,000,  less  one-third 
so  you  bring  into  your  trading  account  the  £2.000 
that  is  paid,  and  the  value  of  that  £5.000  at  the  eni 
of  the  year,  which  would  be  £5,000  less  one- third  : 
that  is,  £3,333  On  the  other  side,  the  debit  side,  you 
have  got  £5,000,  and  on  the  credit  side  £2,000  cash 


received,  and  stock  £3,333.  That  will  leave  you  with 
a gross  pront  ol  £333,  which  is  the  actual  profit  that 
you  have  made  for  the  first  year,  -that  £333  comes 
in  for  income  lax  on  the  hrst  year  that  it  is  made, 
£333  w ill  come  in  for  Income  lax  in  the  second  year 
that  it  is  made,  and  also  in  the  third  year  that  it  is 
made,  so  that  each  year  will  bear  its  proper  Income 
lax.  Linder  the  system  that  is  proposed  at-  present 
by  the  Hoard  of  inland  Itevenue  they  propose  to  put 
tne  whole  £i,000  as  the  profit  of  the  first  year.  >ve 
say  that  is  not  right.  As  the  profit  is  only  made 
£333  each  year  it  should  have  paid  income  iax  on 
that  £333  each  year,  and  not  on  the  whole  £i,00U  the 
nrst  year. 

24,769.  You  have  brought  out  the  exact  point  of 
difference.  The  company  have  sold,  assuming  it  is 
a sale,  goods  which  have  brought  in  £1,000  profit, 
but  that  £1,000  is  not  receivable  as  to  part  of  it 
until  subsequent  years  ? — That  is  so,  exactly. 

24.710.  Mr.  McLintock : 1 do  not  think  that  is 
the  Inland  Revenue  method.  The  Inland  Itevenue 
only  ask  you  to  bring  in  the  price  you  would  have 
obtained  if  you  sold  the  pianos  for  cash?  That  is 
right. 

24.711.  The  £6,000  is  the  total  hire  purchase  price, 
and  they  do  not  ask  you  to  pay  the  tax  on  that  ? T 
know ; the  system  that  you  are  speaking  about  is 
more  or  less  correct  but  totally  unworkable,  because 
it  requires  such  expert  book-keepers  to  do  it  that  the 
hire-purchase  traders  who  are  not  expert  book-keepers 
could  not  possibly  carry  out  the  work  you  require. 
You  want  them  to  bring  in  the  cash  price  of  the 
goods  the  first  year  and  divide  the  difference  spread 
over  a period  of  several  years.  They  could  never  do 
it.  They  do  not  know  what  the  cash  price  is;  it  is 
impossible  to  tell  the  cash  price. 

24.712.  Let  me  put  it  to  you  in  this  way  : you 
buy  £5,000  worth  of  pianos,  and  you  sell  them  all 
on  the  hire-purchase  basis,  the  aggregate  payments 
being  £6,000  over  the  three  years? — Yes. 

24.713.  Assume  that  the  ordinary  profit  that  you 

would  have  made  had  you  sold  them  for  cash  was 
£400,  the  Revenue  ask  you  to  account  for  £400  as 
the  profit  on  that  year’s  transactions,  and  one-third 
of  the  £600  which  is  spread  over  three  years?— 
That  is  so.  ,,  , 

24.714.  Namely,  £200.  In  other  words,  they  ask 
you  to  account  for  £600  of  profit  that  year?  Yes. 

24.715.  That  is  not  what  you  put  to  us?— What 
I say  is  that  is  unworkable. 

24.716.  But  that  is  the  Revenue  claim? — If  that 
was  the  cash  price,  but  I cannot  tell  you  what  the 
cash  price  is.  You  must  remember  we  are  talking  or 
pianos.  Pianos  in  the  hire  trade  is  a very  small 
item.  It  is  furniture  and  all  sort  of  goods  as  to 
which  you  cannot  get  at  the  cash  price.  The  dealer 
cannot  do  it.  Supposing  he  sells  a young  married 
couple  furniture  to  start  their  house  on  for  £300, 
and  you  ask  him  to  say  what  is  the  cash  price  of 
that,  he  cannot  do  it.  Some  of  the  articles  are  patty 
pans,  some  of  it  is  a wardrobe.  He  has  no  idea  what 
the  cash  price  is,  and  he  cannot  get  at  it.  If  he  could, 
all  well  and  good.  We  are  asking  for  a simple  plan 
that  will  obviate  all  this  difficulty  that  Somerset 
House  ask  us  to  go  through,  because  we  say  it  is 
unworkable,  and  we  also  say  that  the  cost  of  getting 
a clerk  to  differentiate  between  the  cash  price  and 
the  hire-purchase  price  would  be  so  great  that  the 
Inland  Revenue  would  lose  by  it.  Supposing  it  cost 
£100  for  a clerk  to  do  it;  there  is  £30  from  the 
Inland  Revenue  at  once,  at  6s.  in  the  £. 

24  717.  You  do  agree  that  the  method  on  which 
you  propose  to  return  your  profits  annually  is  less 
than  the  real  profit  on  Ihe  transaction  ?— A little, 
for  the  first  year. 

24  718  And  the  second  year? — On  the  three  years 
it  is’ the  same  exactly;  there  can  be  no  difference 

24  719.  It  continues  throughout  all  the  period  that 
yon  do  hire-purchase;  you  have  always  got  less  than 
the  true  profit  or  the  year  on  the  basis  you  suggest. 

I do  not  think  that  that  is  so,  because  we  divide  it 

equally  amongst  the  three  years. 
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24.720.  Chairman : I do  not  think  there  are  any 
other  questions.  I was  wondering  how  you  did  the 
business? — If  we  sell  £6,000  worth  of  goods,  and  that 
is  to  be  paid  for  in  one,  two  or  three  years,  we  take 
our  balance  sheet  for  that  year  that  we  sell  the 
£6,000,  and  we  say  that  we  made  that  profit,  and 
we  show  that  profit  in  our  balance  sheet.  We  add  a 
profit  for  giving  three  years’  credit,  but  that  par- 
ticular year  we  show  on  our  balance  sheet  that  profit 
and  pay  the  Inland  Revenue. 

24.721.  Is  that  the  right  way  to  do  it? — That  would 


be  so  in  the  ordinary  commercial  way,  by  giving 
credit  for  three  years,  but  in  this  particular  business 
there  is  nothing  sold  at  all;  there  is  no  obligation 
you  see,  to  buy  or  sell. 

24.722.  Mr.  Kerly  : Perhaps  I might  be  allowed  to 
say  that  the  real  difference  is  between  the  sub- 
stantive view  of  the  matter,  that  this  really  is  a sale 
and  your  persistent  repetition  that  the  law  for  some 
purposes  does  not  look  upon  it  as  a sale. 

24.723.  Chairman  : We  are  very  much  obliged  to 
you  for  coming  this  afternoon. 


Mr.  John  Zorn,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evideuce-in- chief  : — 


I.  Graduation. 

24.724.  (1)  The  graduation  of  Income  Tax,  and  the 
differentiation  of  rate  between  tax  levied  on  earned 
and  unearned  income  are  already  embodied  in  our 
Income  Tax  system,  therefore  the  accomplishment  of 
both  as  scientifically  and  equitably  as  possible  may 
be  regarded  as  an  accepted  ideal.  A system  of  gradua- 
tion and  of  differentiation,  simple  of  comprehension 
and  calculation  to  the  taxpayer  is  of  enormous 
practical  importance. 

24.725.  (2)  It  is  submitted  that  a system  based  on 
that  exemplified  by  the  following  tables  would  achieve 
equity ; be  scientific ; and  simple  of  comprehension 
and  calculation  to  the  taxpayer. 

24.726.  (3)  The  feature  of  the  scheme  is  a division 
of  Income  Tax  payers  into  four  great  classes : — 


I.  Possessors  of  incomes  of  ... 
II. 

HI-  a „ 

r.V.  „ „ „ 


£100  to  £500 
...  £501  to  £1,000 
£1,001  to  £10.000 
£10,001  to  £70,000 


The  scheme  provides  both  for  graduation  by  class 
and  graduation  within  class. 


Steeper  steps. 

24,728.  (5)  We  now  approach  Stage  II  for  incomes 
from  £500  to  £1,000,  where  the  graduation  proceeds 
on  the  same  principle,  but  in  steeper  steps. 

CLASS  II.— INCOMES  OF  £500  TO  £1,000. 


The  tax  progresses  successively  by  6 <t.  in  the  £ on  every 
additional  £100  of  Income. 


Tax 

£ 

in 

Tax  on 
re- 

1 spectivo 
| £100. 

Average 
| rate  in 
t £ 1 of  tax  1 
over  total 
income. 

Total  tax 
payable,  j 

Per- 

centage 

of 

income 

payable. 

6th  £100  ... 

J* 

d. 

9 

£ *. 

8 15  1 

lid. 

£ s. 

7th  £100  ... 

2 

3 

11  5 

1/1-27 

38  15 

5-53 

8th  £100  ... 

2 

9 

13  15  i 

i im 

1/6  1-Sd. 

52  10 

9th  £100  ... 

3 

3 

16  5 

10th  £100  ...  1 

3 

!) 

18  15 

l/9d. 

87  10 

8-75 

Example  : — What  is  the  tax  on  an  Income  of  £823  ? 

On  £800  £52  10  0— an  average  of  Is.  3jf d. 

On  £23 £3  14  9 at  3*.  3d.  in  the  £. 


Total  ..  £56  4 9 an  average  of  just  over  ls.4£d 


Why  accentuation  is  just. 

24,727.  (4)  With  each  class  an  accentuation  of  taxa- 
tion is  both  just  and  wise,  for  as  class  succeeds  class 
the  proportion  of  the  unit’s  income  that  must  be 
spent  upon  necessities  falls,  and  the  balance  available 
for  comforts  and  luxuries  rises.  This  is  the  reason 
for  the  accentuated  rise  in  taxation  as  class  succeeds 
class. 


CLASS  I.— FOR  INCOMES  FROM  £100  TO  £500. 


- 

Tax  in 
,£ 

Tax  on 
re- 
spective 
£100. 

Average 
rate  in  £ 
of  tax 
over  total 
income. 

Total 

tax 

payable. 

Per- 

centage! 

of 

income 

payable. 

£ s. 

d. 

£ s. 

1st  £100  ... 

3d. 

1 5 

3 

1 5 

1-25 

2nd  £100  ... 

6d. 

2 10 

4i 

3 16 

1-87 

3rd  £100  ... 

9 d. 

3 15 

6 

7 10 

2-5 

4th  £100  ... 

1/- 

5 n 

7i 

12  10 

3-12 

5th  £100 

1/3 

6 6 

9 

18  16 

3-76 

EXAMPLE : What  is  the  tax  on  an  income  of  £365  ? 
On  1st  £100,  at  3d.  ...  £16  0 

On  2nd  £100,  at  6d.  ...  £2  10  0 

On  3rd  £100,  at  9d.  ...  £3  15  0 

On  last  £65  at  Is.  ...  £3  5 0 


Total  ...  £10  15  0 — an  average  of  just  over 
7 d.  and  2-94  of  the 
total  ineomo. 

At  every  stage  within  the  table  it  will  be  seen  the 
principle  of  graduation  works  to  a nicety,  and  the 
calculation  is  so  simple  that  the  man  in  the  street 
can  work  it  out  for  himself  with  the  greatest  ease. 
There  is  not  the  incentive  existing  in  the  present 
system  to  “wangle”  the  income  below  a set  figure, 
for  the  graduation  is  devoid  of  sudden  arbitrary 
jumps. 


Incomes  up  to  £10,000. 

24,729.  (6)  From  Stage  II  we  next  proceed  tc 
Stage  III.  in  the  following  way : The  tax  now  pro- 
gresses by  successive  advances  of  Is. 


— 

Tax  in 
£ 

Tax  on 
re- 
spective 
£1,000. 

Average 
rate  in 
£ 1 of  tax 
over  total 
income. 

Total 

tax 

payable. 

Per- 

centage 

of 

income 

payable. 

s.  d. 

£ s. 

s.  d. 

£ s. 

1st  £1,000... 

1 9 

87  10 

1 9 

87  10 

8-75 

2nd  £1,000... 

2 9 

137  10 

2 3 

225  0 

11-25 

3rd  £1,000  .. 

3 9 

187  10 

2 9 

412  10 

13-75 

4th  £1,000... 

4 9 

237  10 

3 3 

660  0 

5th  £1,000... 

5 9 

287  10 

3 9 

937  10 

18-76 

6th  £1,000... 

6 9 

337  10 

4 3 

1,276  0 

7th  £1,000... 

7 9 

387  10 

4 9 

1,662  10 

23-75 

8th  £1,000... 

8 9 

437  10 

6 3 

2,100  0 

26-25 

9th  £1,000... 

9 9 

487  10 

5 9 

2,587  10 

28-75 

1 01  h £1,000... 

10  9 

537  10 

6 3 

3,125  0 

EXAMPLE. — What  is  the  tax  on  an  income  of  £1,500  ? 

On  the  first  £1,000,  at  Is.  9d £87  10  0 

On  the  next  £500  at  2s.  9d £68  15  0 


Total  £166  6 0 

Average  tax  per  £ — 2s.  Id. 

What  is  it  on  an  income  of  £5,750  ? 

On  £5,000,  at  an  average  of  3s.  9d.  ...  £937  10  0 

On  £750,  at  6s.  9d £263  2 0 

Total  £1,190  12  6 

An  average  of  just  over  4s.  1 £d. 


For  the  very  rich. 

24,73U.  (7)  From  Stage  III  wo  go  on  to  Stage  1^ , 
the  advance  progressing  by  Is.  3d. 


MINUTES  OF  EVIDENCE. 
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INCOMES  OF  £10,000  TO  £70,000. 


Tax  in 
£ 

Tax  on 
re- 
spective 
£10,000. 

Average 
rate  in 
£1  of  tax 
over  total 
income. 

Total 

tax 

payable. 

Per- 

centage 

of 

income 

payable. 

*.  d. 

£ 

s.  d. 

£ 

1st  £10,000... 

6 3 

3,125 

6 3 

3,125 

31-25 

2nd  £10,000... 

7 6 

3,750 

(i  10.J 

6,875 

34-37 

8 9 

4.375 

7 (i 

11,250 

37-5 

4th  £10,000... 

10  0 

5,000 

8 li 

16,250 

40-62 

11  3 

5,625 

8 9 

21,875 

43-75 

12  6 

6,250 

9 44 

28,125 

46-07 

7th  £10,000... 

13  9 

6,875 

10  0 

35,000 

50-0 

Example  : What  is  the  tax  on  an  income  of  £45,000  ? 

On  £40,000,  at  an  average  of  8a.  lid.  ...  £10,250  0 0 
On  £5,000,  at  Us.  3d £2,812  10  0 


Total  £19,062  10  0 

An  average  of  just  over  8s.  5Jd. 

At  incomes  of  £70,000  it  will  be  seen  we  attain 
an  average  tax  of  10s.  in  the  £.  Beyond  this  limit 
it  would  be  unwise  to  proceed  as  the  tendency  would 
be  for  the  tax  to  become  more  and  more  unremunera- 
tive.  With  a maximum  tax  of  10s.  in  the  £ the 
richest  member  of  the  community  would  know  that 
if  he  had  the  luck  or  skill  to  make  a sovereign,  half 
of  it  would  belong  to  himself.  Taxation  on  the  scale 
of  the  Excess  Profits  Duty  tends  to  kill  the  goose  that 
lays  the  golden  egg,  and  is  responsible  for  untold 
waste,  and  what  may  be  termed  legitimate  fraud  by 
those  on  whom  it  is  levied.  When  taxation  comes 
permanently  above  the  50  per  cent,  level,  a capital 
levy  is  probably  best,  and  a reduction  of  taxation  to 
a more  reasonable  figure. 

Workable  on  any  .scale. 

24.731.  (8)  The  scheme  should  be  understood  as 
embodying  a principle ; the  details  of  the  tables 
might  be  very  different,  after  examination  of  the 
data  bearing  on  our  problem.  The  increase  in  the  tax 
by  multiples  of  threepence  is  to  render  calculation 
easy  to  thoso  who  are  not  accustomed  to  think  in 
decimals — a highly  important  consideration.  The 
principle  of  the  graduation  could,  however,  be 
equally  embodied  if  another  scale  were  employed. 

24.732.  (9)  The  revenue  produced  if  the  Explana- 
tory Tables  above  given  were  to  be  aotually  employed 
for  the  purpose  of  taxation  would  fall  far  short  of 
that  derived  at  present  from  the  Income  Tax  and 
Super-tax  combined,  therefore  to  obtain  the  necessary 
revenue  a division  into  more  groups  would  probably 
be  necessary.  For  example,  ten  groups  with  a rate 
advancing  at  every  multiple  of  £500  could  be  employed 
up  to  £5,000.  The  revenue  obtainable  from  incomes 
between  £500  and  £5,000  could  thus  be  raised  sub- 
stantially. The  loss  of  revenue  on  these  incomes 
if  the  Explanatory  Tables  were  actually  employed, 
would  be  heavy. 

24.733.  (10)  It  will  be  noticed  that  a reduction  of 
the  limit  of  exemption  to  £100  per  annum  is  con- 


templated. In  the  first  group  of  incomes  the  limit 
might  be  made  £2  a week  instead  of  £100  a year, 
thus  raising  the  limit  of  exemption  to  £104.  This 
trifling  modification  ought  to  he  of  great  practical 
value,  and  save  an  infinity  of  work  to  both  Revenue 
officials  and  the  public,  with  little  or  no  resultant 
loss  to  the  national  revenue. 

24,734.  (11)  The  system  advocated  accords  with 
Adam  Smith’s  four  Canons  of  Taxation.  The  first 
canon  “ The  subjects  of  every  State  ought  to  eon- 
“ tribute  towards  the  support  of  the  Government,  as 
“ nearly  as  possible,  in  proportion  to  their  respective 
“abilities;  that  is,  in  proportion  to  the  revenue 
“ which  they  respectively  enjoy  under  the  protection 
“ of  the  State  ’’  is  fulfilled  by  "the  graduation  as  pro- 
jected. The  scheme  also  accords  with  the  requirement 
of  the  second  canon,  “ The  time  of  payment,  the 
“ manner  of  payment,  the  quantity  to  be  paid, 

“ ought  ail  to  be  clear  and  plain  to  the  contributor, 
“ and  to  every  other  person.” 

The  requirement  of  the  third  canon,  “ Every  tax 
“ ought  to  be  levied  at  the  time,  or  in  the  manner, 

“ in  which  it  is  most  likely  to  be  convenient  for  the 
“ contributor  to  pay  it  ” could  be  met  in  the  great 
majority  of  cases  by  the  collection  of  Income  Tax 
pro  rata  as  income  is  received.  For  example,  the 
tax  could  be  collected  from  the  wage-earning  and 
salary-receiving  classes,  through  the  employer  when 
the  money  is  paid  over  to  them  week  by  week,  month 
by  month,  or  quarter  by  quarter.  Incidentally,  this 
would  save  the  Exchequer  large  sums  annually  in 
discounts  on  Treasury  bills,  as  money  would  flow  in 
as  fast  or  faster  than  it  flowed  out.  Government 
would  be  carried  on  like  a cash  store,  with  resultant 
economy.  An  Income  Tax  collected  through  the 
employer  on  the  insurance  stamp  principle  would 
fulfil  the  fourth  canon : “ Every  tax  ought  to  be  so 
“ contrived  as  both  to  take  out  and  to  keep  out  of 
“ the  jx>ckets  of  the  people  as  little  as  possible  over 
“ and  above  what  it  brings  into  the  public  treasury 
“ of  the  State.” 

24.735.  (12)  Under  an  equitable  and  scientific 
scheme  of  graduation,  relief  by  graduation  could  be 
substituted  for  relief  by  reductions  and  rebates, 
these  being  merged  in  the  benefit  afforded  to  the 
smaller  taxpayers  by  graduation.  Of  course,  husband 
and  wife  should  be  assessed  separately. 

II . — Differentiation. 

24.736.  (13)  Table  9 of  the  Inland  Revenue  Report 
for  1918  shows  differentiation  between  earned  and 
unearned  income  to  varv  from  nil  to  about  42i  per 
cent.  I suggest  that  this  haphazard  and  unscientific 
system  should  give  place  to  an  increase  of  50  per 
cent,  throughout  on  unearned  income.  This  would 
make  both  for  iustice  and  simplicity;  the  latter  as  T 
emphasized  earlier,  is  a vital  point. 

24.737.  (14)  The  following  two  tables  show  how  a 
uniform  increase  of  50  per  cent,  on  unearned  income 
would  work  out  on  the  basis  of  the  Explanatory 
Tables : — 


tCOMPARISONS  OP  SYSTEMS— INCOMES  £131  TO  £3,000. 

‘ . Du.n  Unearned. 


400 

500 

600 

700 

800 

900 

1,000 

1.500 

2,000 

2.500 

.000 


Amount  of  Tax  Payable. 


Existing 

System. 


£ *.  d. 
1 0 0 
3 7 (1 
9 0 0 
20  5 0 
31  10  0 
45  0 0 
62  10  6 
78  15  0 
100  0 0 
112  10  0 
125  0 0 
225  0 0 
366  13  4 
541  13  4 
750  0 0 


Proposed 

System. 


2 0 
2 10 
3 15 
7 10 
12  10 
18  15 
27  10 
38  15 
52  10 
68  15 
87  10 
156  5 
225  0 
318  15 
412  10 


Virtual  Rate  on 
each  £1  of  Income. 

Amount  of  Tax  Payable. 

Virtual  Rate  on 
each  £1  of  Income. 

Proposed 

Existing 

Proposed 

Existing 

Proposed 

System. 

System . 

System. 

System. 

System. 

£ 

d. 

£ 

.v.  d. 

d. 

d. 

1 

0 

0 

3 

0 9 

1-8 

5"5 

4 

10 

0 

3 

15  0 

7-2 

6-0 

4-5 

12 

0 

0 

5 

12  6 

14-4 

6"7 

6-0 

27 

0 

0 

11 

5 0 

42 

0 

0 

18 

15  0 

9-0 

60 

0 

0 

28 

2 6 

28-8 

11-0 

87 

10 

0 

41 

5 0 

1 6 ’ 6 

13-2 

110 

5 

0 

58 

2 6 

37-8 

140 

0 

0 

78 

15  0 

18-3 

157 

10 

0 

103 

2 6 

42-0 

21-0 

175 

0 

0 

131 

5 0 

42-0 

300 

0 

0 

234 

7 6 

27-0 

450 

0 

1) 

337 

10  0 

0 

II 

478 

2 6 

60-0 

33-0 

750 

0 

0 

618 

15  0 
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The  next  table  compares  payments  by  Super-tax 
payers  as  set  forth  in  Table  19  of  the  Inland  Revenue 


Report  for  1918,  with  those  obtaining  under  the 
proposed  scheme:  — 


EXISTING  SYSTEM. 


Income. 

Income  Tax. 

Super-Tax. 

Income  Tax 
and 

Super- Tax. 

Effective 
rate  on 
each 
£1  of 
income. 

£ 

£ 

s. 

d. 

£ 

s. 

i. 

£ 

d. 

d. 

3,025 

756 

5 

0 

22 

5 

10 

778 

10 

10 

61-8 

4,000 

1,000 

0 

0 

79 

3 

4 

1,079 

3 

4 

64-7 

5,000 

1,250 

0 

0 

154 

3 

4 

1,404 

3 

4 

67-4 

6,000 

1,500 

0 

0 

245 

16 

8 

1,745 

16 

8 

69-8 

7,000 

1,750 

0 

0 

354 

3 

4 

2,104 

3 

4 

72-1 

8,000 

2,000 

0 

0 

479 

3 

4 

2,479 

3 

4 

744 

9,000 

2,250 

0 

0 

620 

16 

8 

2,870 

16 

8 

76-6 

10,000 

2,500 

0 

0 

779 

3 

4 

3,279 

3 

1 

20,000 

5,000 

0 

0 

2,529 

3 

4 

7,259 

3 

90-3 

30,000 

7,500 

0 

0 

4,279 

3 

4 

11,779 

3 

4 

94-2 

40,000 

10.000 

0 

0 

6,029 

3 

4 

16,029 

3 

•1 

50.000 

12,500 

0 

0 

7,779 

3 

4 

20,279 

3 

[ 

75,000 

IS, 750 

0 

0 

12,154 

3 

4 

30,904 

3 

4 

98-9 

100,000  1 

25,000 

0 

0 

16.529 

3 

4 

41,529 

3 

4 

99-7 

PROPOSED  SYSTEM. 


New  Merged  Tax. 

Effective  rate  on 
each  £1  of  income. 

Total  amount  payable  in 
income. 

Earned. 

Unearned. 

Earned. 

Unearnec 

£ 

s. 

d. 

£ 

s. 

d. 

d. 

418 

8 

9 

624 

16 

7 

33-2 

650 

0 

0 

975 

0 

0 

39-0 

937 

10 

0 

1,406 

5 

0 

45-0 

1,275 

0 

0 

1,912 

10 

0 

51-0 

1,662 

10 

0 

2.493 

15 

0 

57-0 

2,100 

0 

0 

3,150 

0 

0 

63-0 

2,587 

10 

0 

3,881 

5 

0 

69-0 

3,125 

0 

0 

4,687 

10 

0 

75-0 

6.875 

0 

0 

9,375 

10 

0 

82-5 

11,250 

0 

0 

14,062 

10 

0 

90-0 

16,250 

0 

0 

18,750 

0 

0 

97-5 

21,8  5 

0 

0 

23,437 

10 

0 

105-5 

36,500 

0 

0 

37,500 

0 

0 

120-0 

50,000 

0 

0 

50,000 

0 

0 

120-0 

120-0 

At  £10,000  we  attain  under  the  new  scheme  an 
average  tax  for  unearned  income  of  9s.  4£d.  in  the 
£.  For  simplicity,  I suggest  that  this  rate  should  be 
maintained  for  the  next  £50,000  per  annum,  and 
that  on  the  seventh  £10,000  the  tax  should  be  raised 
to  13s.  9d.  in  the  £,  bringing  the  average  up  to 
50  per  cent.,  the  same  as  on  an  earned  income  of 
that  amount.  At  the  level  of  £70,000  per  annum 
I propose  that  all  distinction  between  earned  and  un- 
earned income  should  cease.  An  alternative,  and 
very  good,  plan  would  be  for  the  limit  of  the  tax  to 
be  an  average  of  9s.  4£d.  which  earned  income  attains 
at  £60,000. 

24.738.  (15)  It  will  be  notioed  that  the  scheme 
compared  with  the  existing  system,  differentiates 
against  the  very  small  Income  Tax  payer.  This  is 
undesirable  from  the  standpoint  of  expediency,  as 
calculated  to  provoke  hostility  from  a large  number 
of  the  electorate,  with  the  result  of  preventing  the 
carrying  through  of  a desirable  reform.  Two  courses 
in  regard  to  this  obstacle  suggest  themselves.  The 
first  is  a bold  appeal  to  the  electorate  based  on  the 
inherent  justness  of  the  scheme,  emphasizing  the 
desirability  of  citizens,  even  at  the  lowest  possible 
level  of  income,  contributing  by  direct  taxation  to 
the  needs  of  their  country ; and  the  promise  to  them 
of  an  equivalent  relief  in  indirect  taxation.  The 
second,  and  probably  more  politic,  though  less 
straightforward,  course  would  be  the  raising  of  the 
level  of  exemption  to  its  old  figure  of  £150,  which 
would  solve  our  difficulty. 

Danger  of  class  division. 

24.739.  (16)  The  raising  of  the  limit  of  exemption 
from  Income  Tax  would  be  a mistake.  It  would  tend 
to  divide  classes  sharply,  and  provoke  a struggle 
between  them,  the  upper  classes’  interest  being  to  see 
more  and  more  indirect  taxation  laid  on  the  lower 
classes,  while  the  latter  would  be  tempted  to  agitato 
continually  for  a raising  of  the  limit  of  exemption 
from  Income  Tax.  Conscious  solidarity  of  interest 
should  be  the  aim. 

24.740.  (17)  Summing  up  the  proposed  system,  it 
is  based  on:  — 

1.  Scientific  graduation. 

2.  Scientific  differentiation. 

It  taxes  Income  Tax  payers  in  every  class  on  an 
baeis'  fr°m  the  man  with  £100  to  him  with 
C Til0 1°ia  -VPar'  remoyes  the  very  real  grievance 
. that  large  number  of  Income  Tax  payers  with 
incomes  ranging  from  £700  to  £1.000  per  annum 
who  at  present  are  dealt  with  very  unfairly.  Under 
it.  Income  Tax  mav  be  high  or  low,  as  circumstances 
dictate,  hut  it  will  nut  In.  „„  now,  „„fa;r  „„ 
hotween  classes  and  individuals  taxed. 

[This  concludes  the  evidence-in-chief.] 


24.741.  Chairman:  AYliat  is  your  profession? I 

am  a member  of  the  London  Stock  Exchange,  a stock- 
broker. 

24.742.  Probably  you  would  like  to  say  a few 
words  to  the  Commission,  on  your  evidence-in-chief. 
Perhaps  you  would  like  to  say  something  on  the 
reasons  that  prompted  this,  or  what  has  given  you 
the  interest  to  pursue  this  subject,  you  might  take  a 
few  minutes,  and  then  we  shall  examine  you? — I do 
not  know  that  I can  add  very  much  to  the  evidence 
which  is  before  the  Commission.  I might  say,  my 
plan  is  somewhat  academic.  The  subject  of  taxation 
has  interested  me,  and  in  my  odd  hours  of  leisure,  I 
sat  down  to  see  whether  a more  scientific  plan  of 
Income  Tax  could  be  designed,  and  here  is  the  result. 
I think  the  merit  of  my  evidence  really  lies  in  the 
table.  1 may  tell  you  partly  I was  put  on  this  idea 
by  thinking  whether  one  could  get  a more  scientific 
system  of  commission  on  the  Stock  Exchange,  We 
work  a great  deal  on  the  Exchange  by  threepences. 
Threepence  is  an  aliquot  part  of  £1,  of  course — 
one-eightieth  of  a £,  and  I thought,  would  the  three- 
pence which  makes  a perfect  decimal,  and  also  is  an 
easy  fraction  of  a £ work  easily  on  a scale  of  Income 
lax,  and  so  I tumbled  into  these  tables. 

24.743.  That  is  very  interesting.  Have  you  ever 
thought  how  we  could  increase  the  Income  Tax  and 
get  more  money  from  Income  Tax? — There  are  two 
points  in  these  tables.  T attempted  what  I think  is 
scientific  graduation  and  scientific  differentiation. 
Of  course,  the  practical  point  is  how,  under  my  plan 
to  get  the  necessary  revenue.  While  I was  at  work 
I thought  that  the  revenue  would  not  be  sufficient, 
and  then  after  I had  worked  out  on  my  tables  and 
my  articles  there  appeared  Command  Paper  224. 
which  gives  a great  many  details  which  I did  not 
possess  when  I worked  on  my  tables.  I had  the 
curiosity  to  prepare  an  estimate  on  those  figures  to 
see  what  under  my  scheme  the  tax  would  produce, 
and  I found  that  under  my  scheme  as  outlined  here 
the  revenue  produced  would  be  in  roupd  figures 
£201,000,000,  which  would  be,  of  course,  very  much 
less  than  is  produced  at  the  present  time.  At  the 
present  time,  I think  our  Income  Tax  produces  in 
the  neighbourhood  of  £260,000.000  a year. 

24.744.  Mr.  Kerly.  £350,000,000. 

24.745.  Chairman : Your  system  makes  it 

£201,000,000? — Yes.  The  data  I have  to  work  on  is 
necessarily  a year  old. 

24.746.  Perhaps  it  might  not  come  into  accord,  but 
if  you  are  coming  to  the  Commission  with  a plan  to 
reduce  the  yield  of  the  Income  Tax  from  £350,000.000 
to  £201,000  000  I do  not  know  that  you  are  in  the 
proper  place? — That  is  perfectly  true,  but  at  the 
same  time,  although  my  scheme  at  present  would  not 
produce  the  necessary  revenue,  .1  think  that  on  the 
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basis  of  my  system  a better  scheme  and  a more 
equitable  scheme  of  graduation  can  be  worked  out 
than  at  present.  Frankly  I put  forward  my  scheme 
as  largely  academic,  but  I think  it  is  scientifically 
quite  equitable. 

24.747.  Mr.  Kerly : Your  system  is  based  upon  a 
system  we  have  heard  a good  deal  about,  of  giving 
every  £100  in  an  income  its  proper  tax? — Yes. 

24.748.  That  is  to  say,  you  are  going  to  apply  the 
Super- tax  method  throughout  upon  a unit  of  £100? — 
Yes. 

24.749.  But  you  would  make  your  rise  in  gradua- 
tion vary,  and  you  divide  incomes  into  four  groups 
for  that  purpose? — Yes. 

24.750.  From  the  first  to  the  fifth  £100  is  3d.  on 
£100?— Yes. 

24.751.  And  from  the  fifth  to  the  tenth  £100  it  is 
6d. ; from  the  tenth  to  the  one  hundredth  it  is  Is., 
and  from  the  one  hundredth  to  the  seven  hundredth 
it  is  Is.  3d.?— -Yes. 

24.752.  Two  points  arise  on  that.  This  provides 
for  a smaller  rise  or  a smaller  curve,  if  you  make  it 
a curve,  with  a varying  slope  as  you  get  to  each 
point  of  fresh  departure.  Do  you  suggest  that  it 
has  any  other  merit  than  that  it  provides  a smaller 
curve? — I do  not  know  that  it  has. 

24.753.  That  was  your  primary  object? — That  was 
my  primary  object,  yes. 

24.754.  You  recognize  probably  that  there  must  be 

an  upward  limit,  beyond  which  you  cannot  carry  the 
increase  of  your  rate.  You  cannot  get  above  an 

effective  rate  of  20s.  in  the  £,  can  you? — No,  of 
course  not. 

24.755.  But  long  before  that  it  would  be  bad  busi- 
ness for  the  State  to  increase  the  rate.  Have  you 
considered  at  what  point  you  ought  to  stop  ? I 
understand  you  suggest  10s.  as  the  highest  possible 
rate? — That  would  be  desirable  I think,  but  I fancy 
the  American  system  is  carried  up  to  I3s..  and  I see 
no  reason  why  we  could  not  carry  up  on  this  system 
even  to  15s.  or  16s. ; it  would  be  a question  of  ex- 
pediency. 

24.756.  Applying  your  scales  and  your  method  of 
graduation,  if  you  have  to  raise  not  £200,000,000  a 
year  but  £350,000,000  a year  it  would  be  necessary 
to  take  your  higher  limit  very  much  higher  than  10s., 
would  it  not? — Yes. 

24.757.  You  have  not  considered  how  high  it  would 
be  necessary  to  go? — No,  I had  not  the  data. 

24.758.  I will  not  further  discuss  your  graduation 
and  grouping  for  the  purposes  of  graduation,  because 
the  particular  system  is  worked  out  in  the  tables, 
and  you  have  told  us  what  you  had  in  view  in  arriv- 
ing at  it.  You  then  go  on  to  discuss  differentiation 
between  what  is  earned  and  unearned  income.  Would 
you  just  shortly  explain  how  you  propose  to  deal 
with  that?- — I propose,  as  in  the  table,  that  un 
earned  income  should  pay  at  the  rate  of  50  per  cent, 
more  than  earned  income  throughout. 

24.759.  Do  you  base  that  difference  of  50  per  cent, 
on  any  principle? — No,  on  an  idea  that  it  would 
probably  be  acceptable  in  the  country  as  a whole  as  in 
accordance  with  rough  and  ready  justice. 

24.760.  Would  it  be  the  same  sort  of  justice  at  the 
top  and  bottpm  of  the  scale? — Yes,  because  of  the 
graduation.  Graduation  works  throughout  and  the 
differentiation  would  work  with  it. 

24.761.  Yes,  just  let  us  consider  that.  Take  an  in- 
come first  of  £50,000  a year,  derived  from  an  earned 
income  and  an  unearned  income.  Very  frequently 
the  so-called  earned  income  of  £50,000  a year  is  really 
Ibe  earnings  of  capital,  is  it  not? — T suppose  that 
would  b»  so  in  certain  businesses. 

24.762.  Just  contrast  those.  A member  of  a part- 
nership has  an  income  of  £50,000  a year ; he  mav  be 
the  senior  member  of  the  firm  and  his  contribution 
mav  be  mainly  his  capital  interest.  Supposing  the 
business  is  transferred  t-o  a company,  he  then  becomes 
the  owner  of  shares  which  bring  in  an  income  of 
£50.000.  Is  his  position  substantially  changed? — 
Substantially,  I should  say,  his  position  would  not  be 
changed  : but  if  lv  consents  to  such  an  arrangement 
that  is  bis  risk,  and  be  must  take  the  eonsenuences. 

24.763.  You  suggest  that  he  should  then  n°v  at,  a 
higher  rate  of  tax  on  Vs  income.  Against  that.  T 
presume,  you  would  say  that  he  has  the  corresponding 


advantage  that  he  has  got  something  that  he  can 
transfer  and  leave  with  more  probable  permanency  to 
his  descendants? — Yes. 

24.764.  Is  there  anything  else  to  be  said  for  the 
differentiation? — For  the  differentiation  as  a whole — 
the  whole  scheme? 

24.765.  No,  in  the  particular  case  I put? — In  this 
particular  case  I should  say  that  in  regard  to  the 
suppositious  case  which  has  just  been  cited,  of  course, 
hard  cases  must  arise  under  my  system,  as  they  would 
under  any  system.  I do  not  see  that  any  system 
would  avoid  certain  hard  cases. 

24.766.  You  are  suggesting  a very  much  higher  dif- 
ferentiation than  at  present  obtains,  and  you  are  sug- 
gesting that  that  should  continue  to  the  top  of  the 
scale? — Yes.  I have  an  impression — it  is  only  a recol- 
lection— that  many  years  ago  in  Italy  unearned  in- 
come was  taxed  at  double  the  rate  of  earned.  Per- 
haps you  would  be  aware  of  what  are  the  conditions 
governing  Income  Tax  in  Italy.  I think  it  is  about  30 
years  ago  when  I read  it. 

24.767.  Chairman:  Do  you  mean  at  the  present 
moment  in  Italy? — I do  not  know.  I read  it  many 
years  ago,  and  it  has  always  stayed  in  my  memory.  I 
have  never  troubled  to  verify  it.  I suppose  informa- 
tion with  regard  to  the  Italian  Income  Tax  is  at  the 
service  of  the  Commission? 

24.768.  Mr.  Kerly : No  doubt  we  could  get  it.  Now, 
take  the  other  end  of  the  scale,  an  income  earned  or 
unearned,  of  £300  a year.  It  may  represent  the 
savings  of  a long  life  spent  in  business ; do  you  sug- 
gest that  that  ought  to  pay  twice  the  tax? — Fifty  per 
cent,  is  my  plan.  The  unearned  income  would  pay 
half  as  much  again  as  the  earned. 

24.769.  It  will  pay  half  as  much  again  as  the  same 
sum  earned,  perhaps,  by  a young  man  with  all  his 
prospects  before  him  ? — Certainly  ; but  I would  jxiint 
out  that  on  my  system  differentiation  and  graduation 
work  together,  and  the  relief  given  to  small  income? 
by  differentiation  would  allow  for  the  unearned  in- 
come paying  at  the  increased  rate  on  the  lower 
incomes,  and  yet  it  would  not  be  a heavy  burden  on 
the  taxpayer. 

24.770.  I do  not  at  present  see  how  graduation  is 
going  to  affect  this  question? — To  take  the  case  of  -i 
man  with  £300  a year,  I propose  that  he  should  pav 
£7  10s.  on  earned  income  and  £11  5s.  on  unearned. 
There  again,  in  the  cases  that  you  cite,  there  might 
he  injustice  between  the  old  man  who  is  living  on  the 
savings  of  his  thrift  and  the  young  and  vigorous  man 
who  is  living  from  his  earnings.  It  might,  he  that 
th  re  may  be  a young  man  living  on  £300  a year 
which  he  has  inherited,  and  living  in  idleness,  and 
there  may  be  an  old  man  living  on  an  income  of 
£300  a vear  which  he  was  earning.  My  answer  is, 
that  there  again  one  cannot  take  notice  of  these  in- 
dividual hard  cases.  In  the  long  run  the  one  hard 
case  might  balance  the  other.  The  principle  that  un- 
earned income  should  pay  at  a heavier  rate  than 
earned  is,  in  my  opinion,  only  just. 

24.771.  I follow  that.  What  I should  have  liked  to 
have  had  assistance  upon  is  to  find  why  you  have 
pitched  upon  this  large  increase  of  the  existing 
difference,  and  whv  you  propose  to  introduce  a great 
change  and  allow  it  to  go  right  through  the  system  so 
as  to  affect  the  largest  incomes  as  well  as  the  smallest? 
— It  appeared  to  me  that  that  was  in  consonance  with 
the  principles  of  justice  right  through. 

24.772.  Mr.  Walker  Clark  : In  paragraph  11  of  your 
evidence-in-chief  vou  suggest  the  collection  through 
the  employer  week  by  week  of  workpeople’s  incomes? 

- Yes. 

24.773-  May  I ask  you  whether  you  represent  anv 
large  section  of  employers ; have  you  consulted  them  ? 

Oh.  no,  I do  not. 

24.774.  Is  your  paper  a personal  one? — It  is  a per- 
sonal  paper. 

24.775.  Air  E.  Nott-Eovcr : With  regard  to  the 
curve  that  vou  adopt  in  this  scale,  which  T think  von 

nut  forward  more  by  way  of  illustration ? — 

Precisely. 

24.776.  I notice  that  for  the  first  £1.000  income  the 
graduation  advances  with  every  £100.  does  it  not' 

Yes. 
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24.777.  And  inasmuch  as  the  advance  is  3d.  per 
£100  in  the  first  £500,  and  Gd.  per  £100  in  the  second 
£500,  you  get  a scale  which  rises  gradually  for  the 
first  £500  and  then  more  steeply  for  the  second  £500? 
-Yes. 

24.778.  Then  when  you  get  beyond  £1,000  your  scale 
instead  of  continuing  to  get  steeper  gets  more  gradual, 
because  although  you  proceed  after  that  by  Is.  steps 
you  only  take  Is.  steps  for  every  £1,000 ; you  do  not 
get  a smooth  curve  that  way,  do  you? — No,  I do  not 
know  that  one  does.  I have  not  had  the  opportunity 
that  I should  have  liked  to  have  had  to  work  out  the 
whole  system  on  a larger  number  of  tables  rising  bv 
£500,  say,  £100  to  £500,  £600  to  £1,000,  and  then 
on  to  £1,500,  and  so  on. 

24.779.  It  is  really  an  irregular  curve? — Certainly. 

24.780.  And  finally  when  you  get  near  £70,000  or, 
say,  after  £50,000  you  advance  Is.  3d.  per  £10,000. 
The  sixth  £10,000  is  12s.  Gd..  and  the  seventh  £10,000 
is  13s.  9d.  Then  for  every.  £10,000  after  that  you  do 
not  advance  beyond  10s.? — My  idea  was  that,  if 
passible,  it  is  undesirable  to  tax  any  man  with  In- 
come Tax  at  more  than  10s.  in  the  £.  When  one 
gets  .above  10s.  in  the  £ in  my  opinion  the  tax  begins 
to  get  wasteful ; that  is  why  I stopped  at  10s. 

24.781.  It  would  have  been  better  in  those  circum- 
stances to  have  worked  your  scale  here  so  that  you 
never  rose  more  than  10s.  in  the  £ ? — Yes,  I think 
that  would  be  so,  but  frankly  I have  l.ot  had  the  time 
to  work  out  all  this  system  as  it  should  be  worked 
out.  It  would  be  a matter  of  years  to  work  those  all 
out  for  a man  in  his  odd  hours. 

24.782.  Mr.  Pretyman : You  propose  a steeper 

differentiation  or  a sharper  difference  between  earned 
and  unearned  income,  do  you  not? — Yes. 

24.783.  I think  from  what  you  have  said,  you  seem 
rather  to  have  done  that  on  the  assumption  that  you 
could  really  draw  a definite  line  between  the  two. 
Have  you  considered  that  in  very  many  cases  what  is 
treated  as  wholly  earned  income  is  really  partly  the 
application  of  capital.  Take  a doctor  for  instance: 
he  may  purchase  a practice  and  he  may  pay  £5,000 
or  £6,000  for  it,  but  the  whole  of  his  income  is 
apparently  earned,  although  he  paid  something  for 
it.  In  a large  number  of  professions  where  the  in- 
come is  earned,  the  capacity  to  earn  that  income 
depends  on  the  application  of  a certain  amount  cf 
capital  to  the  business,  and  if  you  were  to  attempt 
to  draw  the  line  exactly  between  earned  and  unearned 
vou  would  get  into  an  extraordinarily  difficult  region. 
"Does  not  that  rather  justify  the  difference  being  a 
little  less  than  you  have  proposed? — In  a case,  for 
example,  such  as  the  doctor  who  has  bought  a prac- 
tice. I think  it  is  possible  to  differentiate  between 
the  man’s  earnings  and  his  capital.  Supposing  a 
doctor  sinks  £5,000  in  a practice,  he  might  equally 
invest  £5.000  in  War  Loan.  His  capital  will  be 
bringing  him  in,  we  will  say,  5 per  cent.,  in  round 
figures  £250  a year.  If  his  practice  is  bringing  him 
in  £2,000  a year.  I think  that  his  practice  might  be 
valued  at  £5,000  and  the  £250  interest  on  that  prac- 
tice might  be  treated  as  unearned  income,  while  the 
£1,750  is  treated  as  earned  income. 


24.784.  That  is  exactly  my  point.  Would  you  not 
find,  if  you  try  to  follow  that  particular  principle  all 
through  the  whole  region  of  nominally  earned  income, 
it  would  be  extremely  troublesome  and  contentious 
and  difficult,  and  is  it  not  better,  rather  than  at- 
tempting to  follow  up  that  very  complicated  differen- 
tiation as  to  how  much  of  an  apparently  earned 
income  is  really  due  to  the  investment  of  some 
amount  of  capital  on  the  part  of  the  earner,  to  have 
a difference  a little  less  steep  than  is  justified  by  the 
absolute  difference  between  earned  and  unearned, 
having  regard  to  the  fact  that  some  of  the  unearned 
income  is,  in  nearly  all  cases  where  it  is  anything 
above  a very  small  figure,  due  to  the  utilisation  of 
some  capital  by  the  earner?— I think  on  the  whole  the 
balance  of  justice  would  be  on  the  side  of  my  system. 
It  is  more  just  to  rather  over-tax  a man  on  unearned 
income  and  to  under-tax  him  on  earned  than  to  run 
the  risk  of  under-taxing  him  on  unearned  and  over- 
taxing him  on  earned. 

24.785.  I only  ask  you  again,  had  you  that  factor  in 
mind  when  you  proposed  this  50  per  cent.? — Think- 
ing the  whole  matter  over  it  appeared  to  me 
reasonable  and  just  that  unearned  income  should 
pay  at  the  rate  of  50  per  cent,  more  than  earned 
income.  Personally,  T should  not  object  for  an 
instant  myself  to  pay  at  that  rate  on  mv  unearned 
income. 

24,78G.  You  had  not  that  particular  point  in  your 
mind? — No. 

24.787.  You  regarded  it  as  a hard  and  fast  matter? 
— I regarded  it  as  a rough  and  ready  rule  that  would 
work  justly  on  the  whole,  and  that  would  be  simple 
of  calculation  both  for  the  officials  and  also  for  the 
Income  Tax  payer. 

24.788.  Now  on  another  point,  I suppose  the  under- 
lying object  you  had  in  drawing  up  this  scale  was  to 
attain  the  most  just  possible  distribution  of  the 
burden  according  to  the  ability  to  pay? — Yes. 

24.789.  Had  you  any  other  factor  in  mind  as  of 
supreme  importance? — No,  I do  not  think  T had  any 
other  factor  in  mind. 

24.790.  You  had  not  in  mind  the  factor  of  the 
getting  of  the  money  ? — No ; that,  it  appeared  to  me. 
would  be  a subsequent  consideration,  that  if  one 
could  devise  the  system  or  outline  the  system  then 
the  system  could  be  developed  or  applied  to  raise  the 
necessary  funds. 

24.791.  But  is  it  not  absolutely  necessary  in  con- 
sidering a system  of  taxation  to  take  both  into 
account?  If  you  rely  on  abstract  justice  you  might, 
for  instance,  be  able  to  justify  a rate  of  15s.  or  16s. 
in  the  £ on  a very  large  income,  but  you  would  not 
get  it,  because  when  you  get  beyond  a certain  figure, 
either  by  reason  of  extravagance  in  expenditure  or 
for  one  reason  or  another  it  is  not  effective,  and 
therefore  vou  have  to  keep  vour  Income  Tax  within 
the  effective  region? — Precisely.  May  T say  if  we 
had  entered  into  all  these  particulars  it  would  have 
wanted  a committee  of  ten  John  Zorns  to  sit  for  ten 
years. 

24.792.  Chairman : We  are  very  much  obliged  tc 
you  for  coming. 


Mr.  John  Mackir.  called  and  examined. 


The  Witness  handed  in  the  following  statement  as 
his  evidence-in-chief:  — 

Evidence-in-chief  of  Mr.  John  Mackir,  Fellow  of  the 

Institute  of  Chartered  Accountants  in  Ireland, 

39,  Nassau  St.,  Dublin. 

24,793.  (1)  I submit  the  following  memorandum, 
which  suggests:  — 

(1)  The  abandonment  of  the  principle  of  “ taxa- 
tion at  the  source  ” in  favour  of  “ direct 
assessment.” 

(2;  The  abolition  of  Schedules  A,  B,  C,  D,  and 
E. 

(3)  The  assessment  of  the  income  and  profits  of 
the  preceding  year,  except  in  the  case  of 
manual  workers  who  might  continue  to  bo 
assessed  quarterly  on  the  actual  income  of 
the  quarter. 


(4)  The  discontinuance  of  the  relief  in  respect 

of  Life  Assurance  premiums. 

(5)  The  abolition  of  the  distinction  between 

earned  and  unearned  income. 

(6)  The  allowance  of  rents,  interest,  royalties, 

annuities,  etc.,  as  proper  deductions  tor 
the  purpose  of  arriving  at  assessable  pro- 
fits. 

(7)  The  deduction  by  incorporated  undertakings 

from  assessable  profits  of  the  amounts  dis- 
tributed as  dividends,  bonuses,  etc. 

(8)  The  furnishing  by  employers,  banks,  discount 

houses,  stockbrokers,  etc.,  of  returns  m 
respect  of  all  payments  made  for  rent, 
interest,  royalties,  annuities,  dividends, 
bonuses,  salaries,  wages,  fees,  commis- 
sions, etc.,  so  that  these  may  be  tracec 
into  the  individual  returns  of  persons 
resident,  in  the  United  Kingdom. 
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(9)  The  assessment,  collection,  and  repayment 

of  Income  Tax  at  the  office  of  the  Inspec- 
tor in  each  district,  and  the  making  of  one 
assessment  on  each  individual  in  respect 
of  his  or  her  income  from  all  sources,  in- 
cluding shares  of  partnership  profits. 

(10)  The  granting  of  power  to  the  Commissioners 

of  Inland  Revenue  to  call  for  a copy  of  or 
extracts  from  the  bank  account  of  any 
individual  or  undertaking,  and,  on  giving 
reasonable  notice  but  without  assigning 
any  reason,  to  order  an  examination  of 
the  books  of  any  individual  or  undertak- 
ing, notwithstanding  that  the  accounts  of 
the  individual  or  undertaking  in  question 
may  already  have  been  certified. 

(11)  The  prohibition  of  the  deduction  of  Income 

Tax  from  any  payment  except  in  so  far 
as  it  may  be  necessary  with  the  object  of 
adjusting  matters  to  the  date  of  the 
change  over  from  “ taxation  at  the 
source  ” to  “ direct  assessment.” 

(12)  The  prohibition  of  the  payment  by  any 

person,  company,  etc.,  of  the  Income  Tax 
liability  of  any  person,  company,  etc., 
except  in  the  capacity  of  agent  for  that 
person,  company,  etc. 

(13)  The  application  of  separate  charges  or 

scales  of  charges  to — 

(а)  The  income  (including  shares  of 
partnership  profits  and  income  received' 
or  receivable  from  sources  outside  the 
United  Kingdom)  of  individuals  resident 
in  the  United  Kingdom; 

(б)  The  undistributed  profits  of  incor- 
porated undertakings  in  the  United 
Kingdom ; and 

(c)  Interest,  dividends,  profits,  etc., 
remitted  out  of  the  united  kingdom. 

(14)  The  merging  of  the  Super-tax  in  a 

graduated  Income  Tax ; and 

(15)  The  extension  of  the  Income  Tax  to  capital 

profits. 

Abandonment  of  the  principle  of  “ taxation  at  the 

source  ” in  favour  of  “ direct  assessment  ” 

24,7i94.  (2)  Until  about  two  years  ago  I was  a firm 
believer  in  the  maintenance  of  the  principle  of  “ tax 
ation  at  the  source,”  and  even  went  out  of  my  way 
to  support  it,  but  in  the  course  of  my  study  of  the 
question  of  the  equitable  administration  and  simpli- 
fication of  the  Income  Tax  (in  so  far  as  it  is  possible 
to  simplify  it)  I felt  constantly  hampered  by  the 
limitations  necessarily  imposed  by  a system  of  Income 
Tax  based  upon  “ taxation  at  the  source.”  I 
gradually  came  round  to  the  view  expressed  for  some 
time  past  by  “ The  Accountant  ” that  in  the  con- 
ditions which  now  obtain  the  Inland  Revenue  could' 
safely  adopt  a system  based  upon  “ direct  assess- 
ment ” only. 

24,795.  (3)  It  may  be  convenient  in  the  first 
instance  to  consider  the  size  of  the  problem  of  possible 
loss  to  the  Revenue  as  it  presents  itself  to  one  who 
has  no  direct  access  to  the  records  of  Somerset 
House. 

Schedule  A. — Lands  and  houses  cannot  fly  away, 
and  presumably  the  same  care  would  be  exercised 
under  a system  of  “ direct  assessment  ” as  under  a 
system  of  “ taxation  at  the  source  ” in  ascertaining 
that  all  houses  and  lands  were  brought  under  review. 
There  should,  therefore,  be  no  loss  under  this 
Schedule. 

Schedule  B. — This  is  already  a case  of  “ direct 
assessment,”  and  the  maintenance  of  the  principle 
would  involve  no  loss. 

Schedule  C. — Although  this  is  a “ taxation  at  the 
source  ” Schedule  the  available  information  should 
make  it  a comparatively  easy  matter  to  prevent  loss 
through  evasion  under  a system  of  “ direct  assess- 
ment.” 

Schedule  E.-  -As  this  Schedule  is  already  largely 
a case  of  “ direct  assessment,”  and  the  “ taxation 
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at  the  source  ” cases  are  subject  to  the  same  observa- 
tion as  regards  Schedule  0,  there  would  not  appear 
to  be  any  room  for  loss  of  revenue  owing  to  the 
proposed  change  in  the  system  of  assessment. 

Schedule  D. — Broadly  speaking,  all  the  profits 
assessable  under  Schedule  D,  and  detailed  in  para- 
graphs 35  to  43  of  Appendix  No.  2 to  the  Minutes 
of  Evidence,  are  subject  to  “ direct  assessment  ” 
except  the  profits  of  limited  companies,  and  even  so 
far  as  these  are  concerned  “ direct  assessment  ” may 
be  said  fairly  to  apply  at  present  to  their  undistri- 
buted profits. 

24.796.  (4)  The  leakage  of  revenue  on  the  abandon- 
ment of  the  principle  of  “taxation  at  the  source” 
would,  accordingly,  be  confined  to  the  distributed 
profits  of  limited  companies,  and  to  charges  in  the 
shape  of  interest  (other  than  bank  interest),  annui- 
ties, royalties,  and  similar  payments,  which  are  dis- 
allowed for  the  purpose  of  arriving  at  the  assessable 
profits  of  trades,  employments  and  vocations.  It 
may  be  desirable,  therefore,  briefly  to  consider  these 
two  possible  sources  of  loss.  So  far  as  the  distributed 
profits  of  limited  companies  are  concerned,  it  would 
lie  provided  under  a system  of  “direct  assessment” 
that  no  relief  in  respect  of  distributed  profits  would 
be  granted  except  on  the  production  of  full  particu- 
lars in  such  a form  as  to  enable  the  Inspector  in  each 
case  to  distribute  the  information  readily  over  all  the 
districts  affected.  It  is  not  suggested  that  “ informa- 
tion at  the  source”  papers  should  be  sent  to  a central 
office,  but  that  each  Inspector  should  be  the  distribut- 
ing centre  for  all  the  companies  in  his  district.  The 
secretaries  of  companies  would  be  relieved  from  a 
certain  amount  of  detail  work  in  the  preparation  of 
dividend  warrants,  which  under  a system  of  “ direct 
assessment  ” would  not  require  lines  for  the  amount 
of  the  Income  Tax  deducted  and  the  net  amount  of 
the  warrant,  with  the  result  that  the  warrant  could 
be  greatly  simplified  in  form  and  reduced  in  size.  On 
the  other  hand  the  requirements  of  a system  of 
“ direct  assessment  ” would  involve  the  submission  to 
the  Inspector  of  a copy  of  the  dividend  list,  together 
with  an  extra  counterfoil  of  each  dividend  warrant, 
or  alternatively  the  dividend  list  might  be  prepared 
in  such  a form,  by  means  of  perforations,  as  to  facili- 
tate the  distribution  of  the  information  disclosed  by 
the  list. 

24.797.  (5)  So  far  as  interest,  annuities,  royalties, 
rents,  <fcc.  are  concerned,  it  may  be  taken  for  granted 
that  when  the  payers  realized  that  they  could  obtain 
no  relief  for  Income  Tax  purposes  unless  on  a full 
disclosure  of  the  names  and  addresses  of  the  payees, 
these  would  be  quickly  forthcoming,  and  the  following 
of  the  particulars  into  the  returns  of  the  individuals 
concerned  would  merely  be  a matter  of  detail.  It 
is  suggested  that  even  under  a system  of  “ taxation 
at  the  source  ” some  such  system  of  “ follow-up  ” 
must  be  started  sooner  or  later,  with  the  object  of 
checking  the  returns  furnished  by  taxpayers,  particu- 
larly those  who  are  liable  to  Super-tax,  as  it  is  so 
easy  in  connection  with  a system  of  “ taxation  at 
the  source  ” which  does  not  provide  an  automatic 
check  on  the  total  income  returns  of  taxpayers  to 
evade  payment  of  the  whole  or  part  of  the  Super-taj 
by  merely  omitting  one  or  more  items  of  taxed 
Income. 

24.798.  (6)  The  main  advantages  claimed  for  a 
system  of  direct  assessment  all  over  may  now  be 
stated : — 

(a)  It  would  obviate  the  over-assessment  of  tax- 
payers not  liable  to  the  “ flat  rate  ” which 
is  an  essential  feature  of  a “ taxation  at 
the  source”  system.  It  would  not,  accord- 
ingly, be  neoessary  for  the  Inland  Revenue 
to  collect  and  to  hold  (pending  repayment) 
large  sums  of  money  to  which  it  is  not 
entitled,  and  which  in  many  cases  can  ill 
be  spa'red  by  those  to  whom  it  is  due,  nor 
would  it  be  necessary  to  maintain  for  re- 
payment purposes  a staff  which  might  be 
better  employed  in  endeavouring  to  in- 
crease the  productivitv  of  the  tax  by 
looking  more  closely  into  total  income 
returns  made  by  taxpayers  generally. 
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( b ) It  would  obviate  the  under-assessment  in  the 

first  instance  of  taxpayers  who  are  liable 
at  a higher  rate  than  the  “ flat  rate,” 
and  give  the  Revenue  the  use  of  a large 
sum  of  money  which,  in  existing  con- 
ditions, cannot  be  collected  until  the 
additional  (Supertax)  assessments  are 
made  and  agreed  in  the  ordinary  course. 

(c)  It  would  facilitate  the  realization  of  the 

ideal  of  one  assessment  on  each  taxpayer 
in  respect  of  his  or  her  income  from  every 
source,  and  would,  accordingly,  bring  to 
an  end  the  present  system  under  which 
many  taxpayers  receive  various  assess- 
ments under  Schedules  A,  B,  D,  and  E 
from  different  districts. 

(d)  It  would  greatly  simplify  matters  so  far  as 

taxpayers  are  ooncerned. 

(e)  It  would  admit  of  the  application  of  a scale 

which  could  be  graduated  to  any  extent 
that  might  be  considered  desirable. 

(/)  It  would  facilitate  the  Inland  Revenue 
authorities  themselves  by  enabling  them 
so  to  co-ordinate  the  administration  of  the 
service  as  to  prevent  a great  deal  of  the 
overlapping  which  is  inseparable  from  the 
existing  system. 

(g)  It  would  increase  the  productivity  of  the 
tax,  as  the  returns  which  it  is  suggested 
should  be  obtained  from  various  sources 
with  the  object  of  checking  the  taxpayers’ 
returns  would  disclose  income  which  has 
not  hitherto  been  fully  assessed,  or  which 
has  only  been  assessed  in  part. 

Abolition  of  Schedules  A,  B,  C,  D,  & E. 

24.799.  (7)  Except  for  certain  statistical  purposes 
there  would  not  appear  to  be  any  good  reason  for  the 
maintenance  of  these  five  schedules,  but  in  the  initial 
stages  of  a system  of  “ direct  assessment  ” Schedules 
A.  and  B.  might  be  retained  for  the  purpose  of  measur- 
ing income  and  profits  from  lands  and  houses  until 
the  actual  income  and  profits  could  be  definitely 
ascertained. 

Assessment  of  the  income  of  the  ‘preceding  year. 

24.800.  (8)  Although  I would  personally  prefer  the 
assessment  of  the  income  of  the  year  of  assessment  if 
the  administrative  difficulties  could  be  readily  sur- 
mounted, I believe  the  assessment  of  the  income  of 
the  preceding  year  (except  in  the  case  of  manual 
workers)  would  represent  a marked  improvement  on 
the  existing  system,  which  comprises  no  less  than  five 
bases,  apart  from  the  basis  on  which  profits  under 
Schedule  A,  No.  2,  Rule  7,  and  Schedule  D,  Case  6, 
Rules  1 and  2,  are  to  be  ascertained.  I do  not  per- 
sonally think  that  any  adjustment  should  be  made 
on  the  change  over  to  the  new  system,  but  that  the 
exigencies  of  the  situation  should  be  treated  as  suffi- 
cient to  justify  the  alteration  of  the  basis  in  each 
case  without  any  adjustment.  It  may,  generally 
speaking,  be  assumed  that  profits  have  been  for  the 
past  two  or  three  years  on  a rising  scale,  so  that  the 
elimination  of  the  3,  5 and  7-year  averages,  and  the 
assessment  instead  of  the  income  of  the  preceding  year 
would  presumably  represent  a large  additional 
source  of  revenue  for  the  first  two  or  three  years  of 
the  new  system. 

Discontinuance  of  relief  in  respect  of  Life  Assurance 
/ premiums. 

24.801.  (9)  I recognize  that  a great  deal  may  be 
said  for  the  continuance  of  this  relief,  particularly 
in  respect  of  incomes  under  (say)  £2,500  a year,  but 
it  seems  to  me  that  on  the  whole  the  relief  should 
be  discontinued,  for  the  following  reasons : — 

(a)  It  encourages  insurance  companies  to  secure 
business  on  the  ground  that  the  insurer 
will  thereby  escape  payment  of  a certain 
amount  of  Income  Tax,  and  it  should  not 
be  within  the  power  of  any  person  or 
corporation  to  hold  out  any  inducement 
of  this  kind. 


(b)  The  relief  is  from  the  very  nature  of  the 

case  not  such  as  can  be  claimed  by  those 
most  likely  to  require  it — i.e.,  delicate 
people  whose  lives  will  not  be  accepted. 
This  means  that  its  incidence  operates 
unfairly  as  ambngst  taxpayers  whose 
incomes  and  other  circumstances  are  other- 
wise equal. 

(c)  As  the  relief  is  enjoyed  under  existing  con- 

ditions it  operates  largely  to  enable 
well-to-do  people  to  escape  payment  of  a 
substantial  amount  of  Income  Tax. 

(d)  Although  Life  Assurance  may  easily  be 

distinguished  from  almost  every  other 
class  of  investment  because  of  the  insurance 
element  in  the  premium  payments,  it  is 
nevertheless  a form  of  saving,  and  as  such 
is  favoured  by  the  State  at  the  expense 
of  every  other  form  of  saving. 

Abolition  of  the  distinction  between  earned  and 
unearned  income. 

24,802.  (10)  It  is  quite  true  that  in  theory  some- 
thing may  bo  said  for  maintaining  the  distinction 
between  earned  and  unearned  income  within  certain 
limits,  but  in  practice  the  relief  is  so  administered 
as  to  make  it  in  many  cases  largely  illusory.  All  the 
relief  to  which  the  taxp.ayer  is  entitled  in  respect  of 
abatement  and  other  allowances  is  granted,  in  the 
first  instance,  at  the  earned  rate,  and  this  often  pro- 
duces Buch  a result  as  is  shown  in  the  following 
illustration  which  is  taken  from  “ The  Accountant” 
of  8th  March,  1919:  — 

(a)  Married  man  with  wife  and  four  children 
under  16,  whose  total  income  of  £600  is 
derived  as  regards  £300  from  salary  and 
£300  from  investments,  and  who  pays  £75 
in  Life  Assurance  premiums.  The  tax  pay- 


able is  £56  5s.,  thus: — - 

£ £ 

Salary  300 

Income  from  investments  ...  ...  300 

600 

Deduct — 

Abatement  100 

Allowance  for  wife  25 

„ „ children  ...  ...  100 

„ „ Life  Assurance  prems.  75 

300 

Balance  on  which  tax  at  the  unearned 

rate  of  3s.  9d.  is  payable  ...  300 

£300,  at  3s.  9d.  = £56  5s. 


(6)  Assume  similar  conditions  except  that  the 
whole  of  the  income  in  this  case  is  un- 
earned. The  tax  payable  would  again  bo 
£56  5s.  In  other  words,  the  relief  of  9d. 
in  the  £ on  £300,  or  £11  5s.,  to  which  (a) 
is  theoretically  entitled  does  not  materialize, 
and  he  pays  exactly  the  same  tax  in  the 
given  conditions  as  the  man  whose  income 
is  all  unearned. 

24.803.  (11)  It  would  meet  this  case  to  provide  that 
all  such  relief  shall  be  granted  off  unearned  iu- 
oome  in  so  far  as  it  may  be  available,  but  it  would 
probably  be  fairer  and  easier  in  the  end  to  abolish 
the  distinction  altogether,  and  to  relieve  the  hard- 
ship which  might  otherwise  be  inflicted  by  an 
adjustment  of  the  scale  applicable  to  incomes  below 

£2,500. 

Assessment,  collection,  and  repayment  of  Income  Tax 
at  the  office  of  the  Inspector  in  each  district,  and 
one  assessment  on  each  individual. 

24.804.  (12)  It  would  obviously  simplify  matters 
greatly  so  far  as  taxpayers  and  their  professional 
advisers  are  concerned  if  the  assessment,  collection, 
and  repayment  of  Income  Tax  could  all  be  made  at 
the  office  of  the  Inspector  of  the  district  in  which 
the  taxpayer  either  resides  or  carries  on  his  business, 
and  if  at  the  same  time  arrangements  could  be  made 
to  issue  one  assessment  on  the  taxpayer  from  that 
office  in  respect  of  his  income  from  all  sources. 
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Extension  of  the  Income  Tax  to  capital  profits. 

24  805.  (13)  The  administrative  difficulties  which 
would  attend  the  extension  of  the  Income  Tax  to 
capital  profits  cannot  be  lightly  dismissed,  but  it 
would  appear  more  or  less  self-evident  that  in  exist- 
ing conditions  the  tapping  of  this  source  should 
produce  a large  amount  of  revenue,  even  after  allow- 
ing for  the  losses  in  respect  of  which  relief  would  have 
to  be  granted. 

The  simplest  method  of  dealing  with  the  matter 
would  be  to  bring  capital  profits  under  review  in  the 
8ame  way  as  revenue  profits,  and  to  make  them 
subject  to  the  same  rates  of  Income  Tax,  but  the 
assessment  of  these  profits  under  a separate  schedule 
liable  to  a higher  rate  of  tax,  and  subject  to  the 
proviso  that  capital  losses  could  not  be  set-off  against 
revenue  profits,  but  would  havo  to  be  carried  forward 
until  made  good  out  of  capital  profits,  would  no 
doubt  produce  a much  larger  revenue.  A great  part 
of  the  information  which  would  be  required  by  the 
Inland  Revenue  authorities  for  the  purpose  of  the 
extension  of  the  Income  Tax  to  capital  profits  is 
already  in  their  possession  in  the  shape  of  the  cer- 
tified balance  sheets  of  companies,  traders  and  others, 
and  so  far  as  individuals  are  concerned,  the  total 
income  returns  furnished  for  the  purpose  of  arriving 
at  the  taxpayers’  datum  line  and  for  Super-tax 
purposes  also  supply  a valuable  amount  of  informs 
tion,  but  in  many  cases  this  would  have  to  be  am- 
plified, with  the  object  of  showing  in  the  case  of 
individuals,  for  instance,  the  value  of  capital  assets 
either  at  cost  or  market  price,  at  their  option,  on  the 
given  date.  After  the  given  date  it  would  probably 
be  necessary  to  provide  for  the  filing  of  a duplicate 
of  every  transfer  of  shares,  property,  &c.,  with  the 
Inland  Revenue  authorities,  with  the  object  of  tracing 
all  such  transactions  eventually  into  the  accounts 
of  the  transferor  and  transferee  respectively,  and 
detailed  accounts  of  capital  transactions  would  be 
required  in  the  same  way  as  accounts  are  required 
of  ordinary  trading  transactions. 

[This  concludes  the  evidence-in-chief.] 

24.806.  Mr.  Kcrly : You  are  familiar  with  our  pro- 
cedure. Mr.  McLintock  will  begin  your  examination? 
— May  I just  make  three  observations  before  I start? 

24.807.  Yes. — I want  to  say  in  the  first  place  that  I 
do  not  under-estimate  the  difficulties  of  anyone  coming 
here  and  suggesting  a system  of  direct  assessment, 
but  I have  tried  to  console  or  support  myself  with 
the  reflection  that  David  slew  Goliath.  Somerset 
House  is  my  Goliath,  but  I want  to  say  in  parenthesis 
that  the  relations  between  myself  and  the  Inland 
Revenue  have  always  been,  and  are  at  the  present 
moment,  of  a most  cordial  nature;  I have  no  personal 
grievance  of  any  kind.  In  the  next  place  I am  hero 
primarily  as  a firm  believer  in  the  Income  Tax  as 
an  ideal  method  of  taxation.  I am  prepared  accord- 
ingly to  place  freely  at  the  disposal  of  the  Commis- 
sioners any  ideas  that  I have,  whether  they  militate 
against  my  main  argument  or  not.  I am  not  making 
any  special  appeal  for  myself  or  for  my  profession. 
I think  recommendations  Nos.  3,  1,  5 and  15  all 
operate  against  me  personally,  while  the  maintenance 
of  the  present  system  of  taxation  at  the  source  is  a 
gold  mine  to  accountants,  as  I think  most  accountants 
would  agree.  I have  just  a few  additional  points  to 
make  to  my  main  argument,  but  1 hope  to  bring 
those  out  in  the  course  of  my  examination. 

24.808.  We  all  feel  that  you  have  come  here  in  the 
public  interest,  and  we  are  much  obliged  to  you  for 
placing  your  suggestions  at  our  service? — Thank  you 
very  much. 

24.809.  Mr.  McLintock:  I suggest  to  you  in  start- 
ing that  if  the  existing  system  is  a gold  mine  to 
accountants  the  system  you  advocate  here  is  going 
to  be  an  Eldorado  ? — I am  afraid  I do  not  agree. 

24.810.  Your  main  point  is,  of  course,  the  abandon- 
ment of  the  principle  of  taxation  at  the  source? — 
Yes,  in  favour  of  direct  assessment  all  over. 

24.811.  Against  the  evidence  we  have  had  from  all 
other  accountants  that  it  should  lie  retained  in  the 
interests  of  the  State? — Yes. 


24.812.  You  maintain  that  the  productivity  of  the 
tax  would  be  increased  by  its  abandonment? — 
Eventually,  yes. 

24.813.  Just  let  us  take  one  or  two  points  on  that. 
The  discontinuance  of  the  relief  in  respect  of  Life 
Assurance  premiums,  of  course,  means  a gain  to  the 
State,  but  that  is  nothing  to  do  with  taxation  at 
the  source? — Quite;  nothing  whatever  to  do  with 
that. 

24.814.  In  your  paragraph  1 sub-paragraph  6 you 

say:  “The  allowance  of  rents,  interest,  royalties, 

annuities,  &c.,  as  proper  deductions  for  the  purpose 
of  arriving  at  assessable  profits”? — That  follows,  of 
course. 

24,816.  There  is  no  possible  confusion  that  by  not 
giving  that  deduction  to-day  the  taxpayer  suffers 
anything  ? — None. 

24.816.  You  agree  that  the  amount  is  only  treated 
as  part  of  his  profits  to  enable  the  State  to  recover 
the  tax? — Quite  so. 

24.817.  Then  in  sub-paragraph  7 jou  suggest  that 
all  incorporated  undertakings  treat  the  amount  dis- 
tributed as  dividend  as  a deduction? — Yes. 

24.818.  Do  you  suggest  that  as  simplifying  the 
system  that  exists  at  present?— You  could  not  have 
a system  of  direct  assessment  unless  you  do  that. 

2*4,819.  We  will  just  take  this  case;  a company 
with,  say,  10,000  shareholders.  At  the  present 
moment  the  Revenue  collect  that  tax  from  the  com- 
pany?— Yes. 

24.820.  Your  suggestion  is  that  10,000  individuals 
have  to  return  their  dividend  from  that  company, 
and  I take  it  you  then  go  on  that  the  Inland  Revenue 
have  to  check  it  by  some  means  or  another? — Yes. 
The  secretary  of  the  company  should  furnish  par- 
ticulars of  those  10,000  payments  to  the  Revenue 
and  the  Revenue  should  follow  it  up. 

24.821.  Arising  out  of  that,  you  go  on  in  your 
proof  to  state  that  if  the  method  you  advocate  is 
adopted  the  present  officials  of  the  Inland  Revenue 
will  have  ample  time  to  look  after  those  people  whom 
you  suggest  in  the  past  have  not  been  paying  their 
tax  ? — I think  you  are  referring  to  paragraph  6 (a). 

24.822.  In  paragraph  6 ( g ) you  state  it  would  in- 
crease the  productivity  of  the  tax  as  the  returns, 
which  it  is  suggested  should  be  obtained  from  various 
sources  with  the  object  of  checking  the  taxpayers’ 
returns,  would  disclose  income  which  has  not  hitherto 
been  fully  assessed,  or  Avhich  has  only  been  assessed 
in  part? — Yes,  and  the  other  point  you  mentioned  is 
in  6 (a). 

24.823.  Let  me  just  deal  with  that  point.  The 
reason  that  income  escapes  taxation  to-day,  I suggest 
to  you,  is  that  it  is  income  which  is  not  taxed  at 
the  source,  and  as  to  which  the  Inland  Revenue  are 
dependent  on  a return  from  the  taxpayer  himself?— 
Largely,  yes. 

24.824.  You  want  to  extend  that  risk  of  loss  of 
revenue? — No. 

24.825.  You  are  going  to  ask  every  individual  in 
the  country  to  return  direct,  and  the  Inland  Revenue 
officials  are  to  sit  down  and  check  the  dividends  paid 
to  every  shareholder  in  every  company  in  the  United 
Kingdom,  and  by  doing  that  they  are  going  to  have 
so  much  spare  time  that  they  will  be  able  to  chase 
up  the  few  people  who  will  not  make  a return  to-day  ? 
— Frankly,  I do  not  think  that  is  a fair  paraphrase 
of  the  evidence.  Paragraphs  6 (a)  and  6 ( 0 ) are 
distinct.  I suggest  that  the  time  of  the  repayment 
officials  could  be  utilized  to  better  advantage  than 
at  the  present  moment.  That  is  not  exactly  the  same 
thing  as  paragraph  6 (g). 

24.826.  Your  scheme  would  practically  involve  this, 
that  there  would  have  to  be  a dossier  kept  somewhere 
for  every  taxpayer  in  the  country? — Exactly,  and  T 
suggest  that  in  present  conditions  the  absence  of 
such  a file  or  record  is  a source  of  loss  to  the  Revenue 
even  under  a system  of  taxation  at  the  source. 

24.827.  We  have  had  evidence  before  us  by  very 
experienced  Inland  Revenue  officials  who  have  told 
us  from  their  experience  that  taxation  at  the  source 
meant  a very  great  increase  of  revenue  to  the  Govern- 
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mcnt?— Ybs,  in  the  beginning  of  the  19th  century, 
but  is  it  fair  to  compare  present  day  conditions  with 
the  conditions  which  obtained  in  Pitt’s  time,  when 
you  remember  that  under  the  present  day  conditions 
the  Revenue  has  the  use  of  the  manual  workers’  form 
and  forms  Nos.  1,  8,  11,  12,  38,  46  and  the  Super- 
tax form.  All  these  forms  fortify  the  Revenue  in  a 
way  in  which  it  was  not  fortified  towards  the  end 
of  the  18th  century.  The  problem  is  not  comparable 
with  the  problem  that  the  Government  of  Pitt  had 
to  face  at  the  end  of  the  18th  century. 

24.828.  I agree  with  you,  but  probably  not  for  the 
reasons  you  give.  Take  the  expansion  of  limited 
companies  that  has  taken  place:  before  the  limited 
company  you  had  one  taxpayer,  the  man  who  carried 
on  the  trade? — Yes. 

24.829.  You  are  now  going  to  have  a return,  instead 
of  from  the  one  man  who  carried  on  the  business  by 
himself,  from  the  500  or  1,000  shareholders  ?— Yes. 
You  must  have  these  returns  at  the  present  moment. 
The  only  thing  under  the  existing  system  is  that  these 
returns  are  not  necessarily  oomplete,  and,  of  course, 
every  practising  accountant  knows  that  within  given 
limits  it  is  to  the  advantage  of  the  taxpayer  whose 
income  is  largely  earned  to  suppress  particulars  of 
taxed  income  so  as  to  get  a better  datum  line, 
because,  for  instance,  9d.  in  the  £ on  £1,000  earned 
income  is  more  to  him  than  the  unearned  relief  on 
£150. 

24.830.  Are  you  speaking  of  the  Irish  taxpayer  or 
the  taxpayer  generally?  I suggest  to  you  seriously 
that  the  average  taxpayer  is  honest?— Yes,  I think 
that  is  a fair  proposition. 

24.831.  If  there  is  any  record  of  his  actual  income 
kept  at  all  in  any  sort  of  form  he  puts  that  down  in 
order  to  determine  his  total  income? — I think  the 
proposition  that  the  average  taxpayer  is  honest  is 
fair  enough  in  a way,  but  it  does  not  alter  the  fact 
that  there  is  the  greatest  possible  difficulty  in  getting 
people  to  disclose  their  full  income  from  taxed 
sources. 

24.832.  At  the  present  moment  up  to  £2,500  a year 
they  have  a direct  incentive  to  disclose  their  whole 
income,  otherwise  they  do  not  get  the  full  relief?— 
To  disclose  their  full  income  within  limits. 

24.833.  And  that  limit  is  a fairly  high  one  now? 

Yes. 

24.834.  You  are  going  to  suggest  all  this  enormous 
amount  of  trouble  to  get  at  the  taxpayers,  whose 
incomes  probably  at  present  are  over  £2,500,  and  for 
Super-tax  purposes? — No;  that  is  only  part  of  my 
case.  I want  simplification.  My  position  is  simply 
this : that  for  the  purpose  of  simplifying  the  Income 
Tax  and  thereby,  as  I hope  and  believe,  popularising 
it,  any  difficulties  that  may  exist  should  be  thrown 
upon  the  Inland  Revenue  authorities,  and  not  upon 
the  taxpayer,  that  the  experts  should  face  the  diffi- 
culties, and  that  the  difficulties  should  be  removed 
from  the  path  of  the  taxpayer.  I want  simplifica- 
tion as  far  as  possible. 

24.835.  I suggest  to  you  that  the  average  taxpayer 
would  not  welcome  being  asked  to  make  a return  of 
every  single  bit  of  his  income  in  accordance  with  the 
plan  you  advocate;  it  would  be  putting  more  trouble 
on  him  than  he  has  at  present  ? — What  we  have  to  do 
at  the  present  moment  for  the  purposes  of  making 
out  the  returns  which  we  certify  for  97  per  cent,  of 
our  clients  is,  we  get  a return  of  his  income  from  all 
sources,  the  counterparts  of  his  dividend  warrants, 
and  every  scrap  of  information  that  is  available.  My 
scheme  would  not  involve  any  more  difficulty  or  hard- 
ship than  is  absolutely  necessary  under  the  present 
system  to  any  person  who  wants  to  prepare  a return 
that  he  can  certify. 

24.836.  Except  that  you  have  told  us  that  at 
present  he  leaves  out  some  of  his  income  in  order  to 
escape  the  higher  rate  of  tax ; meanwhile  you  lay  the 
whole  burden  on  him  of  returning  his  total  inoome, 
and  that  is  to  apply  to  every  taxpayer? — He  does  not 
get  a chance  of  leaving  it  out  when  he  is  dealing  with 
us. 

24.837.  I suggest  to  you  that  if  your  client  fails  to 
disclose  some  income  to  you  you  cannot  put  it  into 
the  form?—1 There  are  various  ways  of  getting  at  a 
man’s  income. 


24.838.  You  have  already  told  us  that  one  reason 
you  advocate  this  is,  because  people  do  not  return 
their  total  incomes  to-day  in  order  to  get  off  at  the 
lower  rate  of  tax  ?— Yes,  and  I was  arguing  from  my 
particular  knowledge  by  parity  of  reasoning  to  the 
cases  where  there  has  been  no  oheck,  in  the  shape  of 
an  accountant,  upon  the  taxpayer’s  return. 

24.839.  And  that  leakage  to-day  is  confined  to  com- 
paratively few  taxpayers?— Of  course,  that  is  a 
matter  of  opinion. 

24.840.  I suggest  to  you  it  is  comparatively  few, 
and  you  are  going  to  make  it  within  the  possibility 
of  every  taxpayer  to  forget  things  if  he  does  not 
keep  proper  records  of  his  own  ?— Certainly  not, 
because  there  will  be  an  automatic  check  on  what  I 
think  Dr.  Stamp  described  as  the  ‘ defective  memory.’ 
If  those  returns  be  obtained  from  various  sources  and 
followed  up  properly  there  will  be  an  automatic  check. 
The  defect  of  the  present  system  is  the  absenoe  of 
an  automatic  check.  The  official  evidence  admits,  I 
think,  in  question  4,130  that  at  present  there  is  no 
precise  knowledge  of  the  total  income  of  a taxpayer, 
and  arising  out  of  another  question  I think  it  is 
admitted  in  the  official  answer  to  question  597  that, 
notwithstanding  direct  assessments  upon  manual 
workers,  there  is  no  considerable  leakage  to  the 
Revenue;  and  why? — because  the  official  goes  on  to 
say  in  question  719:  “ we  have  a double  check  upon 
him,  his  own  return  and  his  employer’s  return,”  and 
he  winds  up  by  pointing  out  in  official  answer  to 
question  4,459  that  the  return  from  the  employer  is 
the  starting  point  of  catching  the  taxpayer.  I think 
these  are  all  relevant  considerations  in  connection 
with  the  point  that  I am  advancing. 

24.841.  Will  you  take  your  question  of  rents.  At 
present  you  say  with  regard  to  Schedule  A,  “ lands 
and  houses  cannot  fly  away  ”? — Yes. 

24.842.  We  have  had  quite  a number  of  witnesses 
here  on  the  question  of  the  allowance  for  repairs  and 
property? — Yes. 

24.843.  The  objection  to  that  remedy  to  meet  their 
grievance  of  a fixed  allowance  is,  that  none  of  the 
owners  of  the  houses  kept  any  record  of  their  ex- 
penditure, especially  the  owners  of  small  properties? 
—Yes. 

24.844.  These  are  the  people  that  you  are  going  to 

efitrust  with  a direct  return  to  the  Revenue.  The 
fact  that  the  land  cannot  fly  away  does  not  affect 
the  question  of  the  owner  returning  the  rent  he 
receives  and  his  expenditure  for  upkeep,  insurance, 
&c.  ? — In  connection  with  Schedule  D 

24.845.  I am  referring  to  Schedule  A? — I know,  but 
I think  this  is  quite  pertinent.  In  connection  with 
Schedule  D the  Revenue  would  not  accept  a state- 
ment from  a taxpayer  that  he  did  not  find  it  con- 
venient to  keep  a record  of  the  expenses  of  earning 
his  income.  Why  should  not  the  same  rule  be  applied 
to  Schedule  A? 

24.846.  If  he  will  not  keep  it  to-day  in  order  to 
get  relief  to  which  he  is  entitled  under  the  Income 
Tax  Acts,  it  is  your  opinion  that  he  is  much  more 
likely  to  keep  it  in  order  to  determine  the  amount 
of  tax  that  he  has  to  pay? — I know  a good  deal 
about  Schedule  A assessments  in  Dublin  and  outside 
Dublin,  and  I do  not  think  in  24  years  I have  come 
across  three  cases  where  it  would  have  paid  the  man, 
paying  under  Schedule  A,  to  claim  any  special  con- 
sideration. His  net  income  was  always  in  excess 
of  the  net  Schedule  A assessment. 

24.847.  Of  course,  you  are  blessed  with  a peculiar 
rating  system  in  Ireland? — It  is  something  based  on 
the  old  Griffith’s  valuation,  I think.  However,  there 
is  a leakage  of  revenue  there  if  you  get  down  to 
actual  facts.  There  would  be  far  more  income  from 
Schedule  A in  Ireland — in  Dublin  and  south-west  Ire- 
land ; I do  not  know  much  about  north  Ireland — than 
there  is  to-day. 

24.848.  You  are,  of  course,  advocating  this  change 
for  Schedule  A all  over  the  United  Kingdom? 
Exactly. 

24.849.  And  your  suggestion  is  that  you  will  get  a 
more  reliable  return  by  a direct  return  from  every 
owner  of  property  in  the  Kingdom  returning  to  the 
Inland  Revenue  the  rent  he  receives,  less  his  expenses, 
on  the  upkeep  of  his  property?— I do  not  think  I have 
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said  anywhere  that  you  will  by  a matter  of  change  in 
the  assessment  automatically  get  a more  reliable 
return  from  the  taxpayer,  but  I do  suggest  that  in 
the  end  you  will  get  more  revenue,  and  it  will  be 
simpler  in  the  case  of  a man  with  a good  deal  of 
house  property  to  have  a certified  statement  showing 
his  income  and  expenses  than  the  present  system  of 
preparing  a schedule  with  a separate  item  for  each 
house. 

24.850.  A certified  statement  by  whom? — Of  course, 
that  probably  would  be  work  for  the  accountant. 

24.851.  The  complaint  that  is  made  at  present  is 
that  the  owners  of  property  are  paying  too  much 
Income  Tax,  not  too  little? — That  may  be. 

24.852.  Your  suggestion  is  that  by  each  individual 
making  a return  the  State  would  get  more  money  than 
it  does  at  present? — Exactly ; I believe  so.  I am  only 
speaking  from  personal  experience. 

24.853.  Have  you  any  grounds  for  that? — Yes,  my 
personal  experience  in  Dublin  and  south-west  Ireland. 

24.854.  You  are  comparing,  in  Ireland,  the  low 
valuation  for  Schedule  A with  the  rack  rent  which 
does  not  apply  in  other  parts  of  the  country  ? — That 
may  be  the  explanation. 

24.855.  The  explanation  may  be  that  it  is  the 
valuation  system  that  you  want  to  alter  and  not  the 
Income  Tax  system? — Yes,  that  may  be  so. 

24.856.  Mr.  Synnott : With  regard  to  the  distinc- 
tion between  earned  and  unearned  income,  you 
advocate  it  on  more  general  grounds  than  the  result 
of  the  particular  illustration  you  give;  that  is  only 
an  illustration  in  paragraph  10? — That  is  an  illustra- 
tion which  shows  the  present  comparatively  illusory 
nature  of  the  relief. 

24.857.  But  you  hinted  that  in  questions  that  came 
before  you  as  an  accountant,  shall  I go  so  far  as  to 
say  that  some  people’s  consciences  were  a little  slack 
on  the  question  of  whether  the  income  was  earned  or 
not? — Yes. 

24.858.  In  paragraph  10  the  distinction  between  so- 

called  earned  income  and  independent  income  is  not 
based  upon  any  logical  principle,  is  it? — No,  not  as 
far  as  I know.  I may  say  now,  and  I suppose  I can 
speak  quite  frankly 

24.859.  Yes;  that  is  what  we  want  you  to  do? — I 
was  personally  in  favour  of  this  differentiation,  when 
it  came  out,  but  I think  the  Revenue  has  done  very 
well  out  of  it,  because  it  has  disclosed  a great  many 
sources  of  income  not  known  to  the  Revenue,  by 
reason  of  the  taxpayer’s  anxiety  to  get  the  benefit 
of  the  lower  earned  rate.  It  has  served  a very  useful 
purpose,  and  I think  it  may  be  dispensed  with, 
although  personally  it  would  operate  against  me. 

24.860.  You  have  just  told  us  that  there  is  one 
justification  for  this  distinction,  that  it  enables  the 
Inland  Revenue,  in  the  many  cases  where  the 
claimants  claim  that  income  is  earned,  to  get  at  the 
total  income  accurately,  which  they  otherwise  would 
never  do.  I put  it  to  you  that  if  those  particulars 
can  be  got  by  other  means,  that  is  to  say  by  direct 
assessment  or  by  any  other  means,  surely  if  the 
principle  is  a bad  one  it  is  not  made  good  because  it 
has  other  indirect  good  effects? — That  is  so.  Simplifica- 
tion, of  course,  was  the  thing  that  influenced  me  more 
in  connection  with  that  than  anything  else,  because 
the  maintenance  of  the  distinction  between  earned 
and  unearned  income  is  a troublesome  matter  for  the 
Revenue. 

24.861.  I will  not  go  into  that  matter  further  than 
this.  A taxing  Act,  especially  where  it  is  on  the  high 
range  as  we  have  it  now,  should  be  absolutely  clear, 
and  based  on  logical  principles? — Exactly. 

24.862.  The  defining  section  of  the  Income  Tax  Act 
is  not  based  on  any  such  principles  ? — That  is  so. 

24.863.  I will  not  go  into  the  question  of  taxation 
at  the  source.  You  speak  of  extension  of  Income  Tax 
to  capital  profits? — Yes;  that  is  a very  difficult 
matter. 

24.864.  I know ; but  may  I suggest  that  you  should 
not  use  the  phrase  “ capital  profits.”  You  mean 
isolated  profits,  not  annual  profits? — My  whole  idea 
is  that  the  words  “ annual  profits  ’’  should  be  left  out 
of  the  taxing  statutes;  and  Uiat  all  “ profits  ” should 
bo  assessed. 


24.865.  I suggest  to  you  that  the  words  “ capital 
profits  ” should  be  left  out,  because  the  Income  Tax 
Act  (and  I do  not  think  we  are  going  to  change  it 
in  that  respect)  is  based  on  income  only,  and  it  does 
not  propose  to  tax  capital.  Your  point  on  this  para- 
graph 13  is  this,  is  not  it,  that  you  should  be  able 
to  bring  within  the  range  of  the  Income  Tax,  isolated 
profit  which  is  not  necessarily  an  annual  profit  or  a 
continuous  profit? — Yes.  The  profits  on  the  purchase 
and  sale  of  houses,  and  things  of  that  sort. 

24.866.  Mr.  KerVy : What  I think  are  called  casual 
profits? — Yes,  that  is  so. 

24.867.  Mr.  Synnott : How  do  you  propose  te 
ascertain  those  profits? — Of  course,  I can  only 
illustrate  what  is  in  my  mind  by  taking  something 
with  which  I am  familiar  myself.  Take  the  case  of 
a man  operating  on  the  Stock  Exchange,  and  who 
is  making  casual  profits,  a man  who  may  be  a 
solicitor  or  an  accountant  or  a business  man.  My 
suggestion  is  that  on  a given  date,  say  the  31st  of 
March,  1920,  he  will  make  a return  of  all  his  invest- 
ments either  at  cost  price  or  a market  price,  at  his 
option.  At  the  end  of  the  ensuing  year  he  should 
submit  a statement  starting  with  those  figures  and 
including  all  purchases  of  investments  during  the 
year.  On  the  other  side  he  should  show  all  sales  of 
investments  within  the  year,  and  as  a concluding 
credit  in  the  account,  a complete  list  of  his  unsold 
investments  at  cost  or  market  price — again  at  his 
option. 

24.868.  Mr.  Kerly:  You  propose  to  tax  capital 

increments  ? — Certainly. 

24.869.  Mr.  Synnott : How  are  you  going  to  deal 
with  losses?  Supposing  I am  not  a speculator  at  all, 
but  I have  a certain  income  from  investments,  and  I 
sell  £2,000  or  £3,000  worth  of  stock  on  which  I might 
very  easily,  at  the  present  range  of  prices  make  a loss 
of  £200  or  £300?— Yes. 

24.870.  That  is  a loss,  is  it  not? — Yes. 

24.871.  Am  I to  be  allowed  to  set  off  that  against 
Schedule  B,  Schedule  A,  or  Schedule  D? — Of  course, 
under  my  scheme  you  would  have  none  of  these 
Schedules,  but  my  answer  briefly  is  this,  that  in  my 
proof  I suggest  two  ways  of  dealing  with  the  matter, 
either  that  you  should  be  allowed  to  set  the  £200 
off  against  your  income  or  profits  from  other  sources, 
or  alternatively  that  a separate  Schedule  should  be 
set  up  for  the  assessment  of  capital  profits.  Excuse 
my  using  the  word,  but  it  is  a convenient  word  to  use. 

24.872.  Would  not  it  meet  your  point  that  either 
the  profit  or  the  loss  should  have  been  incurred  during 
a fixed  period,  say  a year? — I am  afraid  I do  not 
quite  follow. 

24.873.  That  the  profit  or  the  loss  should  have 
occurred  during  a fixed  period.  Supposing  I have 
some  stock  for  20  years,  and  I sold  it  the  day  before 
yesterday,  surely  you  would  not  allow  me  to  bring 
that  loss  in?— No,  you  would  only  bring  the  loss  in 
as  compared  with  its  value  on  the  31st  of  March,  or 
whatever  day  the  system  commenced. 

24.874.  Then  you  do  agree  with  me  that  it  must 
be  within  the  year?— Oh,  yes;  within  the  year. 

24.875.  Mr.  Marks:  On  this  paragraph  13,  do  I 
gather  from  what  you  suggest  that  you  would  tax 
capital  increments  whether  realized  or  unrealized? 
Only  when  realized. 

24.876.  And  you  suggest  it  might  be  necessary  at 
some  period,  if  your  scheme  came  into  force,  to  pro- 
vide for  the  filing  of  a duplicate  of  every  transfer  of 
shares,  property,  &c.,  with  the  Inland  Revenue 
authorities?— Yes,  that  occurred  to  me  as  one  way  of 
following  up  these  transactions,  so  as  to  get  an 
automatic  check.  I want,  if  possible,  an  automatic 
check  by  the  Inland  Revenue  authorities  on  the 
returns  made  by  taxpayers. 

24  877.  How  would  you  deal  with  the  cases  of 
speculative  transactions  in  stocks  and  shares  where 
no  transfer  is  executed? — I am  out  of  my  depth  there. 
1 cannot  offer  an  opinion  on  that  point. 

24  878.  It  is  very  important,  and  I think  you  should 
take  that  into  account.  On  the  Question  of  late 
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Savings  Certificates  to  provide  a ground  for  a claim 
for  repayment  of  Income  Tax  just  as  the  claim  is 
allowed  in  respect  of  Life  Assurance  premiums,  or  in 
another  way  by  extending  the  relief  to  accumulations 
of  savings  with  a Life  Office,  which  do  not  involve 
any  element  of  risk  of  death? — Taking  each  of  your 
points  in  turn,  I do  not  think,  with  all  due  respect, 
that  the  proposal  would  meet  the  case,  because  it  does 
not  alter  the  fact  that  an  insurable  life  may  have 
relief  in  respect  of  Life  Assurance  premiums,  and  also 
have  an  investment  in  War  Savings  Certificates.  If 
you  stipulate  that  the  healthy  life  shall  not  get  some 
benefit  in  respect  of  an  investment  in  War  Savings 
Certificates,  and  the  unhealthy  life  shall,  you  raise  an 
invidious  distinction. 

24.879.  I quite  see  that,  but  I suggest  this,  that 
there  is  no  reason  why  the  investor  in  War  Savings 
Certificates  should  not  get  that  relief  even  if  the 
relief  to  the  Life  Assurance  premiums  is  still  con- 
tinued?— Except  that,  of  course,  it  does  not  meet  the 
point  about  the  delicate  man  who  oannot  get  Life 
Assurance  premiums  allowed  to  him. 

24.880.  He  can  get  an  equivalent  advantage  by 
investing  in  another  direction? — But  so  can  the  other 
man,  who  is  healthy. 

24.881.  He  can  do  so,  but  I do  not  see  that  that 
derogates  at  all  from  the  advantage  which  the  unin- 
surable  life  gets;  however,  if  you  do  not  agree  with 
me  I will  not  press  the  point? — I am  heavily  insured 
myself,  and  it  is  against  me,  but  I would  like  all 
allowances  granted  by  the  Inland  Revenue  system  to 
be  such  as  can  be  used  by  all  people  who  are  in  equal 
circumstances  in  life. 

24.882.  You  would  extend  your  suggestion  to 
existing  assurances  as  well  as  to  future  assurances? 
— I would  cut  off  the  relief  with  as  little  considera- 
tion as  the  Inland  Revenue  cut  it  off  in  connection 
with  Super-tax  when  the  insurance  companies  began 
to  teach  people  how  to  evade  Super-tax  by  taking 
out  large  insurance  policies. 

24.883.  1 should  like  to  mention  to  you  that  the 
insurance  companies  strongly  deprecate  any  such  use 
of  the  provision,  and  do  their  best  to  stop  it? — I 
wish  tiie  agents  could  be  informed  accordingly 

24.884.  Mr.  Marks : I agree. 

24.885.  Mr.  May:  There  was  a small  point  I 

intended  to  put  to  Mr.  Quin,  but  as  it  is  on  your 
evidence  I will  take  the  opportunity  of  putting  it 
to  you.  In  sub-paragraph  3 of  paragraph  1 you 
advocate  the  assessment  to  Income  Tax  of  the  profits 
of  the  preceding  year? — Yes. 

24.886.  Why  do  you  except  the  case  of  the  manual 
workers? — That  is  a fair  question.  I would  like  the 
assessment  made,  if  possible,  on  the  income  oi  the 
year  of  assessment.  There  are  obvious  administra- 
tive difficulties  to  such  a course,  because  it  would 
involve  a tentative  assessment  at  the  beginning  of 
the  year  and  a correcting  assessment  at  the  end  of 
the  year;  but,  on  the  other  hand,  the  manual 
workers’  assessment  is  in  the  direction  of  that  ideal, 
so  when  I came  to  deal  with  that  point  I said : 
“There  is  part  of  my  ideal,  at  all  events;  let  us 
keep  it.”  On  the  other  hand  I am  bound  to  admit 
(I  want  to  give  you  all  the  assistance  I can)  that  Mr. 
Synnott  made,  to  my  mind,  a most  excellent  point 
in  connection  with  the  retention  of  collection  of  tax 
at  the  source,  because  it  is  quite  clear  if  you  tax 
manual  workers  on  the  basis  of  the  preceding  year’s 
income,  and  record  the  result  on  a card  which  will 
not  disclose  the  basis  on  which  the  assessment  is 
made,  you  can  reduce  the  amount  payable  by  the 
manual  worker  to  so  much  per  week  in  the  ensuing 
year,  and  every  week  that  he  is  out  of  employment 
he  automatically  ceases  to  pay;  the  matter  is  made 
as  simple  as  possible,  and  you  retain  taxation  at  the 
source.  I hope  I have  made  that  clear. 

24.887.  Mr.  May : Yes,  so  far. 

24.888.  Mr.  Synnott : Upon  that  point,  is  it  not  a 
fact  now  that  under  Schedule  E the  Income  Tax  is 
based  in  certain  cases  certainly  on  the  past  income? 
— Yes. 


24.889.  And  without  adjustment  next  year;  it  goes 
on  every  year,  therefore  it  adjusts  itself,  does  it  not? 
— That  is  only  in  respect  of  fluctuating  profits  like 
bonuses  and  commissions,  and  things  like  thar,  but 
where  the  salary  comes  under  review  it  is  subject  to 
adjustment  every  year  when  a change  occurs  in  the 
amount  of  the  permanent  salary.  It  is  only  fluc- 
tuating bonuses  that  are  assessed  on  the  basis  of 
the  preceding  year. 

24.890.  Does  not  it  come  right  the  next  year? Oh 

yes,  except  that  there  are  two  bases.  If  a man  has 
a salary  plus  a commission,  his  salary  is  adjusted 
every  time  an  alteration  is  made  to  the  actual  income 
of  the  year;  but  a fluctuating  emolument  in  the 
shape  of  bonus  or  commission  is  based  generally 
upon  the  income  of  the  preceding  year. 

24.891.  Mr.  May:  Then  it  is  simple,  because  this 
method  represents  to  a small  extent  what  you  regard 
as  the  ideal  method  of  taxing? — I think  myself  as 
a matter  of  convenience  it  would  be  better  to  take 
them  all  on  one  basis — the  preceding  year. 

24.892.  But  do  you  not  think  it  would  be  fairer, 
too,  to  the  manual  worker? — That  is  a very  difficult 
point.  I have  thought  about  it  a great  deal.  If 
wages  are  likely  to  come  down  when  things  begin 
to  approach  the  normal  again,  these  men  and  women 
may  be  paying  on  a higher  basis  than  they  are 
actually  earning,  and  then  there  would  be  a 
grievance. 

24.893.  You  mean  if  they  were  charged  on  the  pre- 
ceding year? — Exactly.  The  matter  will,  as  Mr. 

Synnott  says,  get  right  in  the  long  run,  but  they 
might  be  dead  before  it  got  all  right. 

24.894.  Does  not  that  equally  apply  to  every  other 
taxpayer? — I think  the  manual  worker  is  in  a 
different  category. 

24.895.  But  as  a matter  of  fact? — It  does. 

24.896.  And  you  are  only  allowing  for  his  want  of 
intelligence  or  appreciation  of  his  responsibility  in 
the  suggestion  you  make? — 1 would  not  like  to  put 
it  so  roughly  as  that,  but  I just  take  human  nature 
as  I find  it,  and  I think  there  would  be  some 
difficulty. 

24.897.  Another  point  bearing  on  that:  you  ad- 
vocate the  abandonment  of  collection  at  the  source? — 
Yes. 

24.898.  In  order  to  simjjlify  both  the  payment  and 
any  question  of  reclaim? — Yes,  everything.  I need 
not  refer  to  the  particular  questions,  bub  I think  it 
will  be  accepted  that  the  official  witnesses  admit  that 
the  abolition  of  taxation  at  the  source  will  dispense 
with  repayment  claims  altogether,  except  for  errors. 

24.899.  Quite;  but  you  are  going  to  maintain  it 
in  the  case  of  the  manual  worker? — What — taxation 
at  the  source? 

24.900.  If  you  follow  the  method  of  quarterly 
assessments  you  are  going  to  maintain  for  him  all 
the  difficulties  of  reclaim? — Oh,  no. 

24.901.  Well,  are  you  not — not  necessarily,  but 
probably  arising  out  of  his  circumstances?  Suppos- 
ing that  the  manual  worker  is  assessed  on  the  first 
three  months? — I see  what  you  are  coming  to  now; 
yes. 

24.902.  And  in  the  last  six  months  not  only  is 
he  not  liable  but  he  has  suffered  a considerable  loss? 
— I follow  what  you  mean.  I quite  agree  in  a 
certain  number  of  cases  an  adjustment  would  be 
necessary  at  the  end  of  the  year,  on  the  principle 
of  quarterly  assessments,  and  you  get  rid  of  that 
in  the  other  case. 

24.903.  Then  I put  it  to  you  that  it  would  not 
only  be  more  in  consonance  with  your  princip.e, 
but  it  would  be  fairer  if  the  manual  worker  were 
taxed  on  the  profits  of  the  preceding  year,  and 
instead  of  quarterly  assessment  you  substituted 
quarterly  payments  of  the  tax  that  was  due?— 
quite  agree,  and  in  that  connection  may  I put  in 
to  the  Commission  two  forms  that  I have  taken  tie 
liberty  of  preparing;  they  are  an  attempt  to  simp  i y- 
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24.904.  Mr.  Kerly : Yes,  they  may  be  handed  in 
as  an  appendix  to  your  evidence  [see  Appendices 
Nos.  38  (a)  and  39  (a)]. — I could  explain  them  very 
briefly  because  Mr.  May  is  questioning  me  in  regard 
to  No.  3 of  paragraph  1. 

24.905.  Mr.  Trotter : With  regard  to  sub-paragraph 
10  of  paragraph  1,  where  you  suggest  the  granting 
of  powers  to  Commissioners  of  Inland  Revenue  to 
call  for  a copy  of  the  bank  account,  I take  that  to 
mean  from  the  taxpayer  and  not  from  the  bank? — 
From  the  bank  direct,  notwithstanding  the  secrecy 
which  is  supposed  to  be  observed;  I would  break  the 
secrecy. 

24.906.  You  would  give  the  Commissioners  power 
to  get  the  return  of  any  taxpayer’s  account  direct 
from  the  bank  ? — Yes,  where  it  was  necessary. 
Without  some  overriding  power  like  that  there  would 
always  be  evasion. 

24.907.  Then  with  regard  to  sub-paragraph  13,  I 
take  it  there  you  would  be  in  favour  of  having  a 
differential  rate  of  tax  on  the  (a)  (b)  and  (c)  which 
you  enumerate  there? — Yes,  sub-paragraph  13  ( b ) 
raises  a very  difficult  point.  I have  tried  to  think  of 
something  that  would  be  of  some  use  to  the  Com- 
mission. It  is  a very  difficult  problem.  I can  tell 
you  what  I have  done  if  you  think  it  is  of  any  use. 

24.908.  As  I take  it  from  your  evidence,  you  would 
suggest  they  ought  to  pay  something,  but  not  the 
full  rate? — Undistributed  profits  of  companies,  you 
mean  ? 

24.909.  Yes;  all  the  way  through  something  should 
be  paid.  You  refer  there  to  the  application  of 
separate  charges  or  a scale  of  charges,  and  then  you 
enumerate  (a)  (6)  and  (c).  What  you  mean  there  is 
that  a differential  rate  should  be  made  in  those 
cases? — Yes,  subject  to  this  qualification,  that  it 
might  be  possible  if  reciprocal  arrangements  could 
be  made  with  the  Colonies  and  foreign  countries  to 
have  a flat  rate  for  remittances;  that  would  simplify 
matters  immensely. 

24.910.  I only  wanted  to  understand  exactly  what 
you  meant  by  that. — I did  not  elaborate  that,  but 
under  (b)  I was  trying  to  get  at  the  difficulty  that 
is  caused  at  the  present  moment  by  the  profits  of 
companies  escaping  Super-tax. 

24.911.  Sir  E.  Nott-Bower : With  regard  to  the 
interest,  dividends  and  profits  remitted  out  of  the 
United  Kingdom,  you  would  have  to  charge  at  the 
source  there,  or  you  would  not  get  the  duty  at  all? — . 
I suggest  in  these  cases  that  the  person  who  makes 
the  payment  should  for  the  time  being  beoome  the 
agent  of  the  Revenue  and  pay  over  at  once.  I do  not 
suggest  that  in  my  proof,  but  that  is  the  proposal  I 
wish  to  make  here.  I suggest  that  in  the  original 
document  which  I sent  in  last  June,  and  which  I 
subsequently  withdrew,  a long  document  that  is  not 
before  you  at  the  present  moment. 

24.912.  ulr.  Kerly:  We  are  much  obliged  to  you. 
You  have  handed  to  me  two  forms,  one  a very  simple 
form  for  return  by  the  taxpayer  setting  out  his 
income  from  all  sources,  and  the  other  a correspond- 
ing form  of  assessment,  and  I notice  that  upon  the 
form  of  assessment  you  have  provided  places  for  the 
Surveyor  to  add  the  different  allowances  to  which 
the  taxpayer  will  have  a right  upon  the  materials 
mentioned  in  this  form? — Yes.  These  two  forms  of 
mine  are  based  primarily  upon  my  proposals  for 
direct  assessment,  but  f the  Commissioners  thought 
that  a form  based  upon  taxation  at  the  source  would 
be  of  any  use  I am  quite  willing  to  send  in  such  a 
form  embracing  the  principle  of  taxation  at  the 
source. 

24.913.  Perhaps  you  would  kindly  remit  those  to 
the  Secretary  and  we  will  consider  them? — I will  do 
that.  [See  Appendices  Nos.  38  and  39.] 

24.914.  We  are  much  obliged  to  you.  Your  sug- 
gestions are,  judged  by  the  general  run  of  the  wit- 
nesses, unconventional  and  exceptional,  but  you  have 
given  us  your  reason  for  putting  them  forward,  and 
I think  we  all  appreciate  the  very  great  simplification 


that  would  be  possible  if  we  did  away  with  taxation 
at  the  source.  The  whole  question  is,  would  not  it 
probably  cost  too  much — you  think  not? — I suppose 
I must  not  keep  the  Commission  now,  but  I was 
hoping  to  be  allowed  to  develop  that  point  a little 
by  suggesting  to  the  Commission  that  they  should 
ask  Somerset  House  to  justify  the  estimate  of 
£50,000,000  per  annum,  because  I went  to  the  trouble 
last  night  of  taking  out  the  figures  from  tables  5, 
6 and  7 in  Appendix  No.  3 to  the  Minutes  of 
Evidence,  and  it  is  very  hard  for  me  as  a layman, 
who,  however,  has  had  a considerable  experience  of 
Income  Tax  practice  and  procedure,  to  see  where  a 
loss  of  £50,000,000  can  come  in. 

24.915.  We  shall  have  probably  to-morrow  an 
experienced  Income  Tax  official  before  us,  and  we 
will  take  care  that  that  question  is  put  to  him? — 
Thank  you.  The  only  other  thing  I want  to  say  is 
that  I tried  to  get  the  magnitude  of  the  operation 
into  fair  perspective,  and  I found,  for  instance,  that 
the  Inland  Revenue  officials  have  to  deal  at  the 
present  moment  with  about  5,346,000  taxpayers, 
whose  papers  have  to  be  examined  every  year,  but 
that  4,093,000  of  these  are  between  £130  and  £250 
per  annum ; so  that  the  “ follow-up  ” system  about 
which  so  much  has  been  made,  would  really  only 
apply  to  the  cases  of  about  1,253,000,  and  in  that 
connection  I would  like  to  point  out  what  can  be  done 
by  organisation.  In  the  year  1916  the  staff  of  the 
Prudential  Assurance  Company  handled  over 
1,000,000,000  entries  of  receipts  and  payments.  That 
appears  in  the  report  of  the  annual  meeting  in  the 
Insurance  Record  of  the  2nd  March,  1917  : where  the 
Chairman  pointed  out  that  the  company’s  staff  had 
dealt  during  the  year  “ with  1,000,000,000  individual 
collection  and  payments  at  the  homes  of  the  policy- 
holders ” ; and  he  also  mentioned,  in  submitting  the 
accounts  for  the  year  1915,  reported  in  the  Insur- 
ance Record  of  3rd  March,  1916 : that  within  a 
period  of  48  hours  a staff  of  100  people  attached  the 
coupons  to  44,000  bonds  of  a nominal  value  of 
£8,750,000,  checked  them,  removed  them  from  their 
own  strong  rooms,  and  despatched  them  to  the  Bank 
of  England.  The  bonds  made  up  six  motor-bus  loads. 
The  adhesive  paper  used  to  affix  the  sheets  of  coupons 
measured  over  eight  miles,  and  the  work  was  done  in 
48  hours. 

24.916.  Those  are  very  big  transactions.  I should 
like  to  ask  you  a couple  of  questions  about  the  Pru- 
dential Assurance  Company.  First  of  all  they  were 
dealing,  it  is  suggested  to  me,  with  a million  and  a 
half  people,  who  are  policyholders? — On  31st  Decem- 
ber, 1918,  they  had  22,256,570  policies  in  force  in  the 
industrial  section. 

24.917.  Policyholders? — Yes,  the  number  of  policies 
in  force  in  the  industrial  section  was  22,256,570. 

24.918.  All  of  whom  were  making  their  payments 
in  order  to  secure  or  preserve  an  expected  benefit? 
— Yes,  but  I am  only  now  on  the  point  of  the  ques- 
tion of  the  handling  of  a multitude  of  documents. 
The  principal  objection  to  direct  assessment  is  the 
handling  of  a number  of  information-at-the-source 
papers. 

24.919.  It  is  something  more  than  handling  them ; 
it  is  dealing  with  them  critically  and  comparing  them. 
Nothing  of  the  sort  was  required  with  regard  to  the 
Prudential  papers;  it  was  simply  getting  receipts 
and  entering  the  amounts? — That  is  practically  all 
it  means. 

24.920.  There  is  one  thing  further.  Can  you  tell 
me  what  the  percentage  cost  of  administration  was 
in  the  Prudential  Assurance  Society  to  the  premiums 
received? — No,  I cannot. 

24.921.  Mr.  Marks : I can;  between  30  and  40  per 
cent,  in  the  industrial  branch;  that  includes  com- 
mission. 

24.922.  Mr.  Kerly : Yes ; that  includes  commission. 
I thought  it  was  something  of  the  sort.  We  are  much 
obliged  to  you,  Mr.  Mackie. 
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Mr.  J.  L.  S.  Hatton,  Principal  of  The  East  London  College,  Barrister-at-Law,  called  and  examined. 


Tb®  witness  handed  in  the  following  statement  as 
his  evidence-in-chief:  — 

24.923.  (1)  I wish  to  draw  attention  to  the  un- 
satisfactory state  of  the  law  in  regard  to  Income 
Tax  on  deductions  from  salary  under  the  Federated 
and  other  Superannuation  Schemes. 

At  the  present  time  pensions  are  provided  under 
Act  of  Parliament  for  elementary  and  secondary 
teachers  on  a non-contributory  basis.  The  provisions 
of  the  Acts  in  question  are  somewhat  similar  to  those 
under  which  civil  servants  receive  their  pensions.  If 
and  until  some  further  Act  of  Parliament  is  passed, 
university  teachers  have  to  rely  for  superannuation 
benefits  on  the  Federated  Superannuation  Scheme 
for  University  Teachers  which  was  formed  on  the 
initiative  of  an  Advisory  Committee  of  the  Board  of 
Education  and  on  previous  college  schemes  which  are 
generally  of  a similar  nature. 

24.924.  (2)  Generally  the  Federated  Scheme  pro- 
vides, at  the  present  time,  for  a payment  of  5 per 
cent,  of  the  teacher’s  salary  by  the  college  and  a 

contribution  ” of  a like  amount  from  the  teacher. 
The  money  so  accumulated  may  generally  be  used  in 
one  or  other  of  three  ways:  (a)  It  may  be  used  for 
paying  the  premiums  on  an  endowment  Life  Assur- 
ance policy ; (6)  it  may  be  used  to  pay  the  premiums 
on  a pure  endowment  policy  with  an  insurance  com- 
pany, which  practically  amounts  to  accumulation  at 
3 per  cent.  ; (c)  the  money  may  be  accumulated  at 
compound  interest  for  the  benefit  of  the  member  by 
the  college  council  or  governing  body. 

24.925.  (3)  When  a member  has  entered  the  scheme 
he  cannot  withdraw  from  it,  and  it  is  the  usual 
custom  to  deduct  his  so-called  contributions  from  his 
salary. 

24.926.  (4)  If  the  money  is  invested  under  (a)  or 
(b)  above,  Income  Tax  on  the  teacher’s  contribution 
can  be  abated  under  the  provisions  for  the  return  of 
Income  Tax  on  insurance  policies.  If  the  money  is 
accumulated  under  heading  (c),  the  authorities  of 
Somerset  House  maintain  that  the  so-called  member’s 
contributions  are  liable  to  Income  Tax. 

24.927.  (5)  It  is  submitted  that  all  the  “contribu- 
tions ” made  by  the  member  should  be  free  of  Inoome 
Tax  under  whatever  head  they  are  applied  and  that 
the  salary  of  the  teacher  for  Income  Tax  purposes 
should  be  treated  as  his  salary  less  the  payments  to 
the  Federated  Superannuation  or  other  approved 
scheme. 

24.928.  (6)  In  regard  to  the  general  question  of 
administration  of  the  Income  Tax,  I beg  to  point  out 
that  under  the  existing  system  the  officials  of  the 
Board  of  Inland  Revenue  attempt  to  obtain  Income 
Tax  to  which  they  are  not  entitled,  and  as  the  law 
stands,  a member  of  the  public  has  no  redress  against 
an  official  of  the  Board  who  demands,  with  threats, 
payments  of  Income  Tax  not  due.  Four  specific 
cases  will  be  quoted. 

24.929.  (7)  As  it  is  the  practice  of  the  officials  of  the 
Board  to  ask  for  Income  Tax  which  is  not  due,  a 
summary  of  decisions  setting  forth  the  practice  of 
the  Board  of  Inland  Revenue  should  be  available  to 
the  public. 

24.930.  (8)  Payments  under  Schedule  E should  be 
able  to  be  set  against  payments  under  Schedule  A. 

24.931.  (9)  In  some  districts  landlords  do  not  pay 
the  full  Income  Tax,  through  the  Income  Tax  pay- 
ments1 being  based  on  the  local  rates. 

[This  concludes  the  evidence-in-chief .] 

24.932.  Mr.  Maries:  In  your  paragraph  2 (6)  you 
say,  that  under  the  Federated  Scheme  the  contribu- 
tion of  the  teacher  “may  be  used  to  pay  the  premiums 
on  a pure  endowment  policy  with  an  insurance  com- 
pany which  practically  amounts  to  an  accumulation 
at  3 per  cent.”  ; afid  in  paragraph  4 you  state  that 
Income  Tax  on  these  premiums  can  be  reclaimed; 
are  you  sure  of  that? — Yes. 

24.933.  What  do  you  mean  by  a pure  endowment 
policy  P— I mean  a policy  in  which  the  beneficiary  pays 
so  much  per  annum,  and  where  the  insurance  company 


simply  accumulates  the  money  at  3 per  cent.,  and 
makes  the  value  of  the  policy  at  the  end  of  two  years 
the  amount  paid  plus  interest  at  3 per  cent.,  and  at 
the  end  of  three  years  the  amount  paid  in  plus  com- 
pound interest  at  3 per  cent.,  and  so  on. 

24.934.  That  is  not  quite  what  is  ordinarily  meant 

I think,  by  a pure  endowment  policy,  which  is  a 
policy  that  provides  a sum  of  money  at  the  end  of  a 
specified  period,  but  in  the  interval  in  case  of  death 
or  anything  of  that  sort  the  sum  returned  may  be 
nothing,  or  the  whole  of  the  premiums,  with  or  with- 
out interest,  or  some  proportion  of  them? I think 

in  the  prospectus  of  the  Federated  Superannuation 
Scheme  it  is  made  perfectly  clear  by  a statement  at 
the  end,  that  what  I have  stated  is  the  nature  of 
the  policies  in  question. 

24.935.  There  is  no  risk  of  death  involved  in  it?— 
No,  the  accumulations  are  paid  on  death. 

24.936.  Do  you  know  whether  any  special  concession 
was  made  by  the  Inland  Revenue  in  respect  of  such 
policies  to  the  Federated  Superannuation  Scheme?— 
I believe  not.  At  the  time  when  the  scheme  was 
initiated  the  differentiating  between  policies  to 
private  individuals  and  policies  to  Superannuation 
Societies  had  not  been  initiated.  This  distinction 
only  arose,  I fancy,  during  the  war  period.  I do  not 
regard  it  as  a special  concession. 

24.937.  I think  I can  tell  you  as  a fact  that  that 
concession  is  not  made  to  a member  of  the  ordinary 
public  who  takes  out  such  a policy  as  that  which  you 
have  described.  In  (c)  you  say,  “ the  money  may  be 
accumulated  at  compound  interest  for  the  benefit  of 
the  member  by  the  college  council  or  governing  body.'' 
If  the  money  is  accumulated  in  that  method  the 
authorities  maintain  that  the  so-called  member’s 
premiums  are  liable  to  Income  Tax.  I believe  that 
the  Inland  Revenue  have  agreed  that  contributions  of 
this  kind,  if  they  are  definitely  alienated  from  the 
control  of  the  employing  authority  and  applied  to 
purposes  of  superannuation,  may  be  admitted  for  the 
purposes  of  reclamation  of  Income  Tax? — I was  not 
aware  of  that  fact,  but  I might  say — though  it  does 
not  affect  this — that  I am  lighting  a High  Court  case 
on  the  matter  at  the  present  moment.  I would  point 
out,  if  I may  say  respectfully,  that  the  statement 
which  you  have  made  bears  on  my  paragraph  6,  in 
which  I draw  attention  to  the  desirability  of  the 
practice  of  the  Income  Tax  authorities  being  made 
public,  and  the  difficulty  in  ascertaining  it.  I my- 
self ascertained  after  great  trouble  that  concessions 
have  been  made  to  different  colleges.  This  informa- 
tion could  not  be  obtained,  except  by  writing  specific 
letters  to  inquire  whether  concessions  had  been  made. 

24.938.  I suggest  to  you  that  if  you  wrote  to  the 

Board  of  Inland  Revenue ?— Oh,  I have. 

24.939.  And  asked  them  for  a copy  of  their  model 
scheme,  which  they  have  submitted  to  Superannua- 
tion Societies  generally,  you  would  get  complete  in- 
formation in  regard  to  this  point? — I am  on  the 
council  of  the  Federated  Superannuation  Scheme,  and 
when  the  matter  has  been  up  we  have  never  had  any 
model  scheme  of  that  kind  accessible  or  placed  before 
us. 

24.940.  I believe  you  will  find  it  as  an  appendix 
to  the  evidence  given  here  by  the  representative  of 
Superannuation  Funds  [see  Q.  4489].  On  your  para- 
graph 6 what  are  the  four  specific  cases  which  you 
wish  to  quote? — I will  give  them  shortly,  and  I have 
documents  here  to  substantiate  most  of  them.  I 
happen  to  own  an  orchard  in  a country  district.  I 
was  Unable  to  let  that  orchard,  during  the  war  period ; 
therefore  I had  to  put  it  into  a caretaker’s  hands 
without  any  remuneration  to  myself.  I communicated 
with  the  local  authorities  in  the  matter,  and  I was 
told  distinctly  that  I was  liable  to  pay  Income  Tax 
on  it.  I wrote  to  Somerset  House  and  I was  informed 
in  reply  that  there  was  no  machinery  for  recovering 
the  Income  Tax  under  the  circumstances,  and  there- 
fore I had  got  to  pay.  I stuck  to  my  point  and  said 
it  was  not  a question  of  machinery  for  recovering  the 
Income  Tax ; it  was  a question  whether  I was  liable. 
Eventually  I received  a letter  to  say  that  the  Income 
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Tax  had  been  discharged.  I consider  the  letter  which 
I received  from  Somerset  House,  while  it  may  have 
been  within  the  letter  of  the  truth  was,  to  say  the 
least  of  it,  misleading.  I think  it  might  have  misled 
other  people,  women  or  uneducated  people,  into  pay- 
ing the  Income  Tax  in  question;  that  is  the  first  case. 
The  next  case  was  this:  I fought  a case  before  the 
District  Commissioners,  and  I was  successful.  At 
that  time  the  Income  Tax  was  divided  up  into  two 
distinct  payments.  My  Income  Tax  on  the  first  pay- 
ment was  properly  corrected  in  accordance  with  the 
decision  which  I had  obtained.  I ought  to  state  that 
the  Surveyor  was  appealing,  or  at  least  he  gave 
notice  that  he  would  appeal  against  the  decision  of 
the  Commissioners,  which  was  in  my  favour.  The 
demand  for  the  second  half  of  the  year  to  my  amaze- 
ment, was  for  the  full  amount.  I wrote  to  the  Collec- 
tor and  informed  him  of  his  mistake,  and  in  reply  I 
received  a demand  for  payment  of  the  full  amount 
within  10  days.  I then,  and  only  then,  wrote  to  the 
Surveyor,  and  he  said — I think  his  words  were — that 
the  claim  had  been  withdrawn  pro  tern.  I received 
no  apology  and  no  communication  in  the  matter.  If 
I had  been  careless  I should  have  paid  the  money  and 
the  Revenue  would  have  been  better  at  my  expense. 

24.941.  Chairman : What  sort  of  a letter  did  you 
write  to  the  Collector? — I wrote  to  the  Collector  to 
inform  him  that  there  had  been  a decision  in  my 
favour  and  that  the  notice  ought  to  be  amended. 

24.942.  Was  it  a nice  letter? — I think  there  was 
nothing  that  he  could  regard  as  discourteous  in  it. 
I have  some  of  my  letters  here. 

24.943.  Was  it  rather  a heated  letter? — No;  I think 
it  was  very  short  indeed,  but  the  point  was  that  I 
received  a demand  for  immediate  payment  in  10  days. 
I did  receive  an  apology,  I think,  from  the  Clerk 
to  the  Commissioners,  but  I received  none  from  the 
responsible  person.  It  looked  as  if  I might  have  paid 
more  money  than  I ought  to  have  done. 

24.944.  Mr.  Marks : On  this  case  may  I just  suggest 
to  you  that  what  I think  must  obviously  have  been  a 
lack  of  co-ordination  between  two  minor  officials  of 
the  Revenue,  is  rather  insecure  foundation  upon 
which  to  base  a general  charge  that  the  Board  of 
Inland  Revenue  attempt  to  obtain  Income  Tax  to 
which  they  are  not  entitled  ? — I have  given  you  the 
case  of  the  officials.  I think  the  particular  official 
ought  to  have  apologised.  When  I make  a mistake, 
and  we  all  do  make  them,  I apologise.  His  reply  was 
that  it  was  withdrawn  pro  tem. 

24.945.  I do  not  think  the  manners  of  the  Inland 
Revenue  officials  come  within  our  reference  ? — But 
their  acts  do,  I submit. 

24.946.  Sir  E.  Nott-Bower:  With  regard  to  that 
case,  I understand  that  the  mistake  was  made  by  the 
Collector.  The  Collector  was  probably,  almost  cer- 
tainly, the  officer  of  the  District  Commissioners,  and 
I understand  that  you  did  get  some  sort  of  an 
apology  from  the  Clerk  to  the  Commissioners  ? — I 
eventually  got  an  apology  from  the  Clerk  to  the 
Commissioners . 

24.947.  The  Clerk  to  the  Commissioners  is  the  chief 
officer  of  the  Local  Commissioners? — Yes. 

24.948.  It  was  to  the  Local  Commissioners  that  the 
Collector  was  responsible,  and  you  got  an  apology, 
I understand,  from  the  chief  executive  officer  of  the 
Local  Commissioners  ? — He  and  I are  on  very  good 
terms,  I may  say.  He  wrote  me  a long  letter  of 
explanation  in  the  end,  but  I received  none  from 
the  Surveyor  of  Taxes  or  from  the  gentleman  in  ques- 
tion who  sent  me  the  demand  note. 

24.949.  Chairman : Is  not  the  statement  made  there 
rather  a strong  statement  after  you  got  to  be  friends 
with  the  Clerk  to  the  Commissioners  ? — I mean  to  say 
we  are  on  very  good  terms.  He  wrote  me  a letter 
about  it,  in  which  he  explained,  to  a certain  extent, 
the  circumstances,  but  I do  not  consider  his  letter 
was  an  official  letter.  I am  to  give  you  some  more 
cases. 


24.950.  Are  they  of  a similar  nature? — Yes,  I was 
asked  what  were  the  four  cases.  This  case  was  rather 
a hard  one.  It  was  a case  of  withholding  repayment 
of  Income  Tax.  I had  a sister  who  was  in  Germany 
during  the  war  period.  She  applied  for  the  repay- 
ment of  the  Income  Tax  on  certain  foreign  bonds 
which  have  been  in  my  keeping.  She  went  elaborately 
into  the  case  with  the  local  Surveyor  and  supplied 
all  the  particulars,  and  yet  a letter  was  received 
from  the  local  Surveyor  of  Taxes  that  no  payment 
would  be  made.  I saw  the  letter ; it  was  referred  to 
me.  I wrote  immediately  to  Somerset  House  to 
inquire  on  what  Act  of  Parliament  the  Inland 
Revenue  authorities  relied  for  withholding  the  re- 
payment of  the  Income  Tax.  Then  the  case  was 
opened  up  and  they  began  to  ask  questions,  and  the 
money  was  eventually  paid  at  the  instructions  of 
Somerset  House,  by  the  same  Surveyor  of  Taxes 
who  had  absolutely  refused  payment. 

24.951.  Sir  E.  Nott-Bower:  Your  sister  was 
resident  in  Germany? — No.  The  Surveyor  of  Taxes 
had  the  full  facts  before  him.  My  sister  while  in 
Germany  was  unable  to  obtain  anything.  When  she 
returned  to  this  country,  having  had  to  remain  in 
Germany  during  the  whole  war  period,  she  put  in  her 
application  to  the  local  Surveyor.  If  you  like  I will 
mention  the  town,  but  I prefer  not.  I had  a letter 
of  absolute  refusal. 

24.952.  From  the  Surveyor? — From  the  Surveyor; 
it  was  forwarded  to  me. 

24.953.  Because  in  strict  law  a person  who  was 
not  resident  in  the  United  Kingdom,  I take  it,  was 
not  entitled  to  relief  on  the  ground  of  the  total 
amount  of  income? — She  was  domiciled  in  England 
all  the  time. 

24.954.  Domicile  does  not  affect  it? — She  had  been 
in  an  engagement  in  Germany  during  the  whole 
time,  and  it  was  on  the  papers  that  had  been 
originally  sent  in,  on  which  the  application  was 
originally  refused,  that  it  was  granted  after  I had 
communicated  with  Somerset  House. 

24.955.  If  I may  venture  to  say  so,  I do  not  think 
that  case  at  all  justifies  the  allegation  in  your 
statement.  In  strict  law  a person  who  has  not  been 
resident  in  the  United  Kingdom  is  not  entitled  to 
relief,  which  can  be  claimed  on  the  ground  of  the 
smallness  of  the  income.  What  happened,  I take  it, 
was  this,  that  a case  of  hardship  arose  because  people 
were  abroad  at  the  time  of  the  outbreak  of  the  war, 
and  were  unable  to  return? — That  was  her  position. 

24.956.  Therefore  the  rigour  of  the  law  was  not 
properly  applicable  to  them,  and  it  was  decided  to 
concede  that  point? — All  I can  say  is  that  there 
was  a deliberate  letter  of  refusal  from  the  local  Sur- 
veyor of  Taxes,  which  I saw,  and  on  my  writing  to 
Somerset  House  on  the  same  facts  the  money  was  at 
once  refunded. 

24.957.  Mr.  Marks:  That  is  rather  a testimonial  to 
Somerset  House,  I think,  than  otherwise;  do  you  not 
think  so? — Well,  it  causes  a feeling  that  no  decision 
that  you  receive  from  a Surveyor  of  Taxes  is  neces- 
sarily a correct  one. 

24.958.  Sir  W.  Trower:  The  last  case  you  quoted 
was  a concession  on  the  part  of  the  Inland  Revenue 
authorities  that  the  Surveyor  of  Taxes  had  no  power 
to  give.  I think  that  will  explain  your  last  case. 

24.959.  Chairman:  Yes,  that  is  the  case. — Then  do 
you  want  the  other  case,  or  I will  leave  it  over  if  you 
do  not  wish  it. 

24.960.  Do  you  wish  for  any  more  cases,  Mr.  Marks? 

24.961.  Mr.  Marks:  No,  I do  not  think  so. 

24.962.  Chairman : You  would  not  want  to  do  any- 
thing unfair,  would  you?  You  would  not  make  any 
unfair  charge  on  a body  of  officials  like  that? — If 
you  ask  me  frankly,  I do  think  that,  very  much  to 
the  misfortune  of  this  country,  it  has  become  the 
practice  of  the  officials  in  many  cases  to  what  we  call 
inordinary  language  “try  on” — make  an  applica- 
tion without  strictly  examining  the  claim  for  it. 

24.963.  Sir  E.  Nott-Bower:  Taking  that  last  case 
of  yours,  I suggest  that  the  conclusion  is  quite  diff- 
erent, and  that  really  your  sister  was  eventually 
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granted  relief  which,  the  strict  law  did  not  justify, 
because  the  strict  law  had  not  contemplated  the 
exceptional  case  of  a person  who  was  kept  abroad  and 
remained  abroad  simply  owing  to  the  stress  of  war. 
Whatever  your  complaint  is  finally  the  law  was  re- 
laxed. The  law  is  that  no  exemption,  abatement  or 
relief  which  depends  wholly  or  partially  on  the  total 
income  of  an  individual  from  all  sources  shall  be 
given  to  any  person  unless  the  person  is  resident  in 
the  United  Kingdom.  Your  sister  was  not  resident 
in  the  United  Kingdom,  but  from  what  you  tell  me 
I understand  that  that  point  was  waived  when  you 
brought  it  to  the  notice  of  Somerset  House,  because 
it  appeared  that  she  would  have  been  resident  in  the 
United  Kingdom  had  it  not  been  for  the  war.  I 
think  that  is  rather  insufficient  ground  on  which  to 
raise  a charge  such  as  you  have  brought  forward. 

24.964.  Mr.  Uolland-Martin : There  is  such  a com- 
plete answer  to  the  three,  might  we  not  have  the 
fourth;  there  might  be  an  answer  to  that  again? — 
The  fourth  case  that  I have  in  my  mind  is  this,  that 
after  considerable  trouble,  and  being  treated  by  two 
distinct  methods,  I obtained  a remission  of  Income 
Tax  on  house  property  at  Scarborough  which 
Buffered  seriously  during  the  raids.  We  were  all 
appealed  to  to  reduce  our  rents;  I reduced  my  rent, 
and  I obtained  the  concession  after  great  trouble  in 
regard  to  Inoome  Tax  on  the  money  that  I received. 

I got  it  reduced,  and  last  January  I received  a de- 
mand note  for  the  Income  Tax  on  the  full  amount 
without  any  previous  communication  to  me  at  all. 

24.965.  Sir  E.  Nott-Bower:  On  the  full  amount  of 
what? — On  the  full  amount  of  the  rent.  Say  the 
house  had  a rent  of  £24 ; it  was  reduced  one-third. 

I got  the  Income  Tax  reduced  to  the  tax  on  the 
actual  rent  paid.  That  went  on  for  two  years,  and 
I only  got  that  after  a great  amount  of  trouble. 

24.966.  Chairman:  Was  it  a temporary  reduction 
during  the  war? — It  was  on  acoount  of  the  war.  There 
was  nothing  stated  to  be  temporary  about  it.  Then 
without  any  communication  at  all  last  January  I 
received  a demand  for  the  full  amount.  I wrote 
back  to  ask  why  I had  received  a demand  for  Income 
Tax  on  the  full  rent,  and  then  without  any  communi- 
cation or  any  letter  I received  a demand  for  the  re- 
duced amount.  If  I had  been  a careless  man  and  had 
not  happened  to  notice  it  I should  undoubtedly  have 
paid  Income  Tax  which  I was  not  called  upon  to  pay. 

I had  no  communication,  and  no  inquiry  whatever 
with  reference  to  the  matter.  The  increased  notice 
was  simply  sent  to  me. 

24.967.  But  you  got  satisfaction  in  every  case? — 
Yes,  after  a great  amount  of  trouble  I have  done, 
because  I am  glad  to  say  I have  never  failed  in  any 
Income  Tax  case  I have  ever  taken  up. 

24.968.  Well,  that  is  something,  is  it  not;  but  I 
do  not  know  whether  that  justifies  your  criticism  in 
paragraph  6;  that  is  all  I was  on?-  Yes. 

24.969.  Sir  W.  Trower:  In  your  last  case  was  not 
the  rent  restored  to  its  normal  condition? — No,  it 
had  not  been  restored.  I had  retained  the  rent  at 
the  previous  amount.  If  I had  been  written  to  and 
asked  whether  the  rent  had  been  increased  I should 
have  considered  that  was  a courteous  way,  and  they 
would  have  received  an  immediate  reply. 

24.970.  The  question  is  the  assessment.  Was  the 
assessment  reduced?— I was  very  much  troubled  over 
it,  but  it  was  a temporary  thing.  Originally  there 
was  an  allowance  made,  and  then  I think  there  was 


24.971.  I was  just  wondering  whether  the  assessment 
had  been  permanently  reduced  or  temporarily  re- 
duced?— On  my  writing  I simply  received  by  return 
of  post  a demand  for  the  Income  Tax  on  reduced 
rent. 

24.972.  Chairman:  I ask  you  now,  on  these  four 
cases  that  you  have  specified,  you  have  no  complaint 
as  to  the  result  of  the  action  of  the  Inland  Revenue? 
— As  to  the  final  result  I have  been  successful  in  every 
case  where  I have  had  to  deal  with  them. 

24.973.  Sir  W.  Troiver : I do  not  see  that  the  Sur- 
veyor was  to  blame,  or  whoever  the  official  was, 
because  the  assessment  reverted  to  its  original  posi- 
tion?— I am  afraid  I cannot  quite  agree  with  that, 
because  I simply  wrote  to  ask  why  I had  received  the 
demand  for  the  higher  amount  of  Inoome  Tax,  and  I 
received  no  reply  to  that  letter  except  a new  notice 
or  a demand  in  the  reduced  rent;  I cannot  see  how 
he  could  have  altered  the  assessment  in  24  hours. 

24.974.  I do  not  think  it  was  an  altered  assessment. 
It  was  a temporary  reduction  owing  to  the  war.  Are 
you  sure  it  was  not,  because  I am  anxious  to  clear 
it  up  ? — It  was  a reduction  on  account  of  the  reduced 
rent  during  the  war  period. 

24.975.  That  would  be  a temporary  reduction.  1 
am  not  sufe  that  the  Surveyor  or  Collector  had  any 
power  to  make  an  alteration? — Well,  immediately  on 
writing  to  ask  why  he  sent  the  increased  demand  he 
sent  me  one  at  the  lower  rate. 

24.976.  Sir  E.  Nott-Bower:  Was  the  official  aware 
of  the  fact  that  the  rent  which  had  been  lowered  in 
the  previous  year  was  still  being  continued  at  that 
reduced  rent ; was  not  your  letter  the  first  intimation 
that  it  was  still  being  continued  at  the  reduced  rent  ? 
— I did  not  even  say  it  continued  to  be  reduced.  I 
asked  why  he  had  sent  to  me  a demand  on  an 
increased  amount  over  the  previous  year. 

24.977.  And  owing  to  that  the  reduction  was  still 
followed? — Yes,  but  I take  it  before  sending  me  the 
notice  for  the  increased  amount  he  ought  to  have 
made  some  inquiry. 

24.978.  I do  not  suppose  the  assessment  had  ever 
been  reduced.  It  would  be  the  full  annual  value  of 
the  house,  and  when  you  showed  that  part  of  the 
rent  had  been  given  up  for  one  year  relief  was 
granted,  but  the  same  thing  in  respect  of  the  re- 
mission of  rent  would  have  to  be  repeated  the  next 
year,  and  as  soon  as  you  repeated  it  you  got  the 
relief?— No,  I should  not  quite  interpret  it  in  that 
way. 

24.979.  Chairman : Would  you  after  this  little  con- 
ference still  adhere  to  the  statement  that  you  made 
that  the  officials  of  the  Board  of  Inland  Revenue 
attempt  to  obtain  Income  Tax  to  which  they  are  not 
entitled?  You  are  a barrister,  and  with  regard  to 
public  officials  it  is  always  well  to  consider  very 
earnestly  what,  statements  are  going  into  evidence? — 

I should  be  agreeable  to  say  that  more  care  ought  to 
be  exercised  by  officials.  I would  be  willing  to  modify 
my  statement  on  those  lines — that  more  care  should 
be  exercised.  I think  there  is  a want  of  care. 

24.980.  I think  it  is  a proper  thing  to  do. — I am 
quite  agreeable  to  have  it  in  that  way.  I do  not 
know  whether  I am  in  order  in  asking,  have  I made 
perfectly  clear  what  is  meant  by  my  paragraph  8. 

“ Payments  under  Schedule  E should  be  able  to  be 
set  against  payments  under  Schedule  A.”P 

24.981.  Yes,  I understand  that. — Thank  you,  my 
lord. 


MINUTES  OF  EVIDENCE. 


1225 


THIRTY-FOURTH  DAY, 

Friday,  21st  November,  1919. 


Present  : 

Mr.  KERLY  (in  the  Chair). 


Sir  E.  E.  NOTT-BOWER. 

Sir  J.  S.  HARMOOD-BANNER. 
Sir  W.  TROWER. 

Mr.  HOLLAND-MARTIN. 

Mr.  WALKER  CLARK. 

Mr.  MoLINTOCK. 


Mr.  MANVILLE. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 

Dr.  STAMP. 

Mr.  SYNNOTT. 

Mr.  TROTTER. 


Mr.  E.  E.  Harrison,  an  Assistant  Secretary  to  the  Board  of  Inland  Revenue,  recalled  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : 

Proof  of  evidence  to  be  given  by  E.  R.  Harrison, 
an  Assistant  Secretary  to  the  Board  of  Inland 
Revenue,  as  regards  returns,  assessments,  appeals 
and  the  payment  and  recovery  of  the  tax,  and 
various  matters  arising  out  of  evidence  given 
before  the  Royal  Commission. 

24  982.  (1)  As  regards  the  general  procedure  of 
assessment,  appeal  and  recovery  of  duty  reference  is 
made  to  the  evidence  of  Sir  Thomas  Collins  [see 
Appendix  No.  4,  paragraphs  16,  et  seg.]  and  Mr. 
A.  Binns. 

I.  Returns. 


The  form  of  return. 

24.983.  (2)  The  form  of  return  for  direct  assess- 

ment of  profits  of  trades  and  businesses  under  Case  I 
of  Schedule  D (see  Appendix  No.  5)  is  from  time  to 
time  made  the  subject  of  criticism,  sometimes  as 
containing  too  much,  at  other  times  as  containing  too 
little  information.  , f 

24.984.  (3)  This  is  a matter  on  which  the  Board  ot 
Inland  Revenue  (who  prescribe  the  form)  are  between 
two  fires.  There  is  a widespread  public  demand  for 
simplicity  [see,  for  example,  the  evidence  given  by 
public  witnesses  before  the  Royal  Commission,  ques- 
tions 1472  (15)  (Mr.  J.  E.  Allen);  3147  (e),  3220-8 
(Mr.  R.  N.  Carter);  7707  (Mr.  H.  Lakin-Smith)], 
but  experience  has  shown  that  there  is  an  even 
stronger  demand  for  full  exposition  of  the  taxpayer  s 
rights.  Pressure  in  the  latter  direction  has  notably 
increased  in  recent  years,  owing  doubtless  to  the 
considerable  extension  of  reliefs  and  the  heavy  increase 
in  the  rate  of  tax.  Any  failure  to  give  full  publicity 
to  all  allowable  reliefs  is  liable  to  be  attributed  to 
motives  of  which  it  is  particularly  important  in  the 
interests  of  the  tax  that  the  Inland  Revenue  Depart- 
ment should  not  be  suspected. 

24.985.  (4)  Criticism  sometimes  proceeds  on  the 
assumption  that  the  returns  are  in  the  main  filled  up 
by  professional  representatives  of  taxpayers,  who  are 
conversant  with  the  Income  Tax  Acts  and  derive  no 
assistance  from  the  extracts  from  the  Acts  which  the 
form  and  its  enclosure  contain.  In  fact,  at  least  .75 
per  cent,  of  the  taxpayers  make  their  returns  them- 
selves. Experience  shows  that  very  many  of  these 
taxpayers  rely  upon  the  form  when  preparing  or  dis- 
cussing their  returns  or  their  claims  for  relief,  and  the 
inclusion  of  the  explanations  which  are  criticized  does 
in  practice  obviate  much  contention,  disappointment, 
and  waste  of  time. 

24.986.  (5)  The  criticism  is  also  made  that  the  lan- 
guage of  the  directions  and  explanations  is  too 
technical  and  complicated,  and  that  the  Board  of 
Inland  Revenue  should  make  it  their  business  to  trans- 
late the  Income  Tax  Acts  into  plain  English  which 
any  man  can  understand.  The  Board  feel  that  if 


they  were  called  upon  to  do  any  such  thing  they  would 
be  placed  in  an  extremely  invidious  position.  Much 
of  the  complexity  of  Income  Tax  legislation  is  merely 
a reflection  of  the  complexity  of  modern  industrial 
and  social  organisation  and  cannot  be  eliminated. 
The  use  of  non-technical  language  in  the  existing  form 
has  been  carried  as  far  as  has  been  deemed  safe. 
Considerable  caution  has  to  be  exercised  as  complaints 
are  made  from  time  to  time  that  the  Board  have  acted 
presumptuously,  or  even  with  guile,  in  substituting 
their  own  wording  for  the  language  of  the  Acts. 
Moreover,  the  substitution  of  general  descriptive 
wording  is  liable  to  leave  loopholes  for  evasion. 

24,987.  (6)  A considerable  step  in  the  direction  of 
'simplification  has  been  made  in  recent  years  (1)  by 
providing  separate  forms  of  return  for  (a)  ordinary 
individuals,  (b)  companies  and  firms,  and  (c)  persons 
domiciled  or  ordinarily  resident  out  of  the  United 
Kingdom;*  and  (2)  by  making  the  form  itself  as  simple 
as  possible  and  printing  on  a separate  sheet  the 
“Notes,  Explanations  and  Instructions”  which 
accompany  the  form.  An  extension  of  the  policy  of 
providing  separate  forms  of  return  for  different  classes 
of  taxpayers  would  in  the  Board’s  opinion  be  advan- 
tageous; this  extension  is  scarcely  possible  under 
existing  law  as  it  would  require  a very  accurate  dis- 
crimination between  various  classes  of  taxpayers  when 
the  forms  are  issued.  But  if  the  recommendation 
made  by  the  Board  that  the  work  hitherto  performed 
by  the  Assessor  should  be  assigned  to  the  Surveyor  of 
Taxes  be  adopted,  reform  in  this  direction  would 
become  practicable. 

24.988.  (7)  Criticism  has  recently  been  heard  of  the 
quality  of  the  paper  on  which  the  form  is  printed  (see, 
e.g.,  the  evidence  of  Mr.  G.  0.  Parsons,  question 
1583).  This  was  a necessary  war  economy  due  to  the 
paper  shortage.  It  is  the  intention  of  the  Board  to 
rectify  it  next  year. 

24.989.  (8)  Possibly  the  difficulties  inherent  in  any 
radical  recasting  of  tile  form,  apart  from  that 
suggested  in  paragraph  6 above,  may  be  best  gathered 
from  the  consideration  of  an  alternative.  Mr.  Roger 
N.  Carter — a recognized  authority  on  Income  Tax 
has  presented  to  the  Royal  Commission  a draft  of  a 
suggested  form  which  is  printed  in  Annexe  I to  this 
proof  of  evidence. 

24.990.  (9)  A comparison  between  Mr.  Carter  s pro- 
posed form  and  the  form  of  return  in  present  use 
shows  the  main  lines  of  departure  suggested  by  Mr. 
Carter  to  be  as  follows : — 

(a)  omission  of  Sections  A and  B of  the  present 
form  and  many  of  the  directions  and 
explanations;  with  verbal  amendments 
designed  to  present  the  form  in  more 
popular  language; 


* The  first  named  form  No.  11  is  printed  as  Appendix  No.  6 
to  the  Minutes  of  Evidence.  The  two  last-named  forms  (Nos.  1 
and  11  K)  which  are  variations  of  form  No.  11  are  not  reproduced. 
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[Continued. 


(b)  amplification  of  the  proposed  form , on  de- 

finite request,  by  a further  sheet  of  notes; 

(c)  amalgamation  into  one  statement  of  (i)  the 

return  of  income  for  assessment,  and  (ii) 
the  return  of  total  income  for  purposes  of 
claim  to  exemption,  abatement  or  reduc- 
tion of  rate  of  tax; 

(d)  substitution  of  a comprehensive  declaration 

for  the  separate  declarations  now  required 
in  respect  of  the  various  allowances  for 
Life  Assurance,  wife,  housekeeper,  children 
and  dependent  relatives. 

24.991.  (10)  Upon  these  proposals  the  following 
observations  may  be  made  : — 

(a)  omission  of  Sections  A and  B of  the  present 
form  and  many  of  the  directions  and 
explanations;  with  verbal  amendments 
designed  to  present  the  form  in  more 
popular  language. 

24.992.  (11)  (i)  It  has  been  mentioned  above  that 
practical  experience  has  shown  a full  exposition  of 
the  taxpayer’s  rights  to  be  necessary.  Among  the 
numerous  rights  of  taxpayers  of  which  mention  is  not 
made  in  Mr.  Carter’s  form  are  the  following:  — 

the  right  of  husband  or  wife  to  elect  to  be 
separately  assessed; 

the  right  of  electing  to  be  assessed  by  the  Special 
Commissioners ; 

the  right  of  application  to  the  Board  of  Referees 
in  respect  of  the  deduction  to  be  allowed  for 
wear  and  tear  of  machinery  and  plant; 

deduction  of  full  (Schedule  A)  annual  value  of 
mills,  factories,  &c. ; 

deduction  of  doubtful  debts; 

deduction  of  foreign  and  colonial  Income  Tax; 

deduction  of  bank  interest  from  War  Loan 
dividends ; 

deductions  allowable  from  income  arising  from 
foreign  and  colonial  securities  and  possessions; 

non-liability  of  interest  accruing  on  War  Savings 
Certificates ; 

non-liability  of  “dividends”  on  purchases  from 
Co-operative  Societies. 

(ii)  Mr.  Carter  proposes  to  omit  a number  of 
explanations  on  which  taxpayers  have  continually  been 
found  to  rely.  For  instance,  he  would  not  explain 
that  patent  royalties,  Life  Assurance  premiums, 
capital  expenditure,  non-trading  losses  and  losses  re- 
coverable under  insurances  or  indemnities  are  not 
allowed  to  be  deducted  in  the  computation  of  profits 
for  tax  purposes,  although  such  deductions  are  fre- 
quently claimed;  and  he  would  omit  to  explain  how 
the  place  of  residence  determines  what  profits  are  to 
be  returned,  and  whether  the  taxpayer  is  eligible  to 
claim  any  relief  from  the  full  standard  rate  of  tax 
on  the  full  returnable  profits. 

(iii)  Mr.  Carter  also  proposes  the  omission  of  many 
requirements  and  directions  which  appear  on  the 
present  form,  and  the  omission  of  sub-divisions  of 
classes  of  income  which  have  been  inserted  for  the 
purpose  of  rendering  the  return  form  complete  and 
effective.  These  matters  have  been  incorporated  in 
the  present  form,  as  the  result  of  experience,  in  order 
to  make  it  effective  in  securing  the  information  neces- 
sary for  full  assessment,  for  the  prevention  of  exces- 
sive assessment,  or  for  the  granting  of  full  relief. 
As  an^  illustration,  mention  may  be  made  of  Mr. 
Carter’s  omission  to  require  annual  charges  to  be 
stated  in  detail.  The  necessity  for  these  particulars 
arises  in  connection  with  the  adjustment  of  the 
Schedule  A assessment  on  each  property  to  the  appro- 
priate rate  of  tax  applicable  to  the  income  from  such 
property  accruing  to  the  individual  taxpayer  making 
the  return,  as  any  ground  rent  and  interest  payable 
to  another  person  normally  require  to  be  kept  in 
charge  in  the  Schedule  A assessment  at  the  standard 
rate. 

(iv)  It  must  be  remembered  that  the  form  of 
return  is  constantly  being  issued  to  persons  of  whose 
circumstances  the  Inland  Revenue  authorities  know 


little  at  the  time  of  issue — for  instance,  persons 
residing  in  private  houses,  hotels  and  boarding 
houses.  In  consequence  Section  A of  the  present 
form  is  provided.,  in  order  to  save  such  persons  who 
may  have  already  made  a return  elsewhere’  the 
trouble  of  repeating  the  return.  Again,  certain 
persons  are  domiciled  or  are  ordinarily  resident  out 
of  the  United  Kingdom,  and  in  these  cases,  the 
ordinary  form  being  inapplicable,  provision  must  be 
made,  as  in  Section  B of  the  present  form  for 
having  the  proper  form  sent  to  them.  Mr.  Carter 
would  omit  both  these  sections  of  the  present  form. 

(v)  Some  deletions  and  groupings  proposed  by  Mr. 
Carter  would  appear  to  assume  amendment  of  the 
present  law  in  certain  directions,  e.g.,  the  merging 
of  Schedules  B,  D and  E,  the  separate  assessment 
of  partners  in  a firm,  and  the  removal  of  the  £500 
limit  and  other  conditions  governing  the  treatment 
of  a wife’s  earnings  as  a separate  income.  Of 
course,  any  simplification  of  the  law  which  may 
ultimately  be  adopted  will  be  reflected  in  the  form 
of  return. 

(vi)  Mr.  Carter  goes  further  than  appears  safe  in 
the  use  of  non-teohnical  language.  For  instance, 
Reading  2 of  the  proposed  form  would  fail  to  cover 
annuities,  while  heading  4 would  fail  to  oover 
foreign  and  oolomal  rents,  foreign  and  colonial  trade 
profits,  remittances  out  of  foreign  and  oolonial 
salaries,  and  such  income  as  foreign  and  oolonial 
preference  dividends. 

(vii)  It  must  be  remembered  that  the  form  i3 
essentially  one  behind  which  the  force  of  law  must 
be  preserved  intact.  Its  language  must  be  such  as 
to  exclude  any  danger  of  the  form  being  impugned 
on  the  ground  that  its  requirements  are  not  in  strict 
accordance  with  the  requirements  prescribed  or 
authorised  by  the  Legislature.  Mr.  Carter’s  form 
might  be  called  in  question  in  several  respects,  e.g., 
in  that  it  demands,  primarily,  a statement  of  total 
income,  whereas  the  Act  only  authorizes  a state- 
ment of  assessable  income  to  be  so  demanded  the 
declaration  of  total  income  being  optional  to  the 
taxpayer.  (See  also  paragraph  13  below.) 

As  a further  instance,  the  requirements  of  head- 
mgs  1 to  7 of  the  proposed  form  of  return  might 
prove  difficult  to  enforce  by  reference  to  the  require- 
ments specially  prescribed  in  the  Income  Tax  Act, 
1918,  Fifth  Schedule,  Nos.  YII  to  XII.  In  this 
connection,  it  is  important  to  bear  in  mind  the 
decision  of  the  Courts  with  regard  to  the  Land 
Values  Return  Form  No.  4.  Upon  an  action  being 
brought  by  a landowner  upon  whom  this  form  had 
been  served,  it  was  held  that  the  form  was  not 
authorized  by  Statute,  and  that  the  owner  was  not 
under  obligation  to  render  the  return  which  the 
form  demanded. 


(b)  Amplification  of  the  proposed  form,  on  definite 

request,  by  a further  sheet  of  notes. 

24.993.  (12)  It  appears  from  Mr.  Carter’s  evidence 
before  the  Royal  Commission  that  the  above  sugges- 
tion is  based  upon  the  assumption  that  only  a small 
proportion  of  taxpayers  under  Schedule  D fill  in 
their  own  return  forms.  The  proportion  actually 
doing  so  amounts  (as  already  mentioned)  to  at  least 
75  per  cent,  of  the  taxpayers  concerned.  The  Board 
of  Inland  Revenue  think  it  essential  that  taxpayers 
should  be  furnished  with  a sheet  of  explanations 
covering  ordinary  cases,  without  having  to  write 
specially  to  the  Surveyor  of  Taxes  for  such  informa- 
tion. They  should  be  invited  to  seek  the  advice  of 
the  Surveyor  of  Taxes,  if  they  wish  to  do  so,  as  to 
exceptional  difficulties  which  may  occur. 

(c)  Amalgamation  into  one  statement  of  (i)  the 
return  of  income  for  assessment,  and  (ii)  the 
return  of  total  income  for  the  purposes  of  claim 
for  exemption,  abatement,  or  reduction  of  rate 
of  tax. 

24.994.  (13)  (i)  The  separation  of  the  return  for 
assessment  from  the  return  of  total  income  is  in 
accordance  with  existing  statutory  requirements,  and 
so  long  as  those  requirements  remain  the  separation 
must  be  maintained  if  the  force  of  law  is  to  be 
preserved  behind  the  form.  It  must  be  remembered, 
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too  that  the  rules  and  provisions  relating  to  the 
two  returns  differ  substantially.  As  previously  men- 
tioned, the  return  for  assessment  is  compulsory 
while  the  return  of  total  income  is  optional.  More- 
over, more  than  one  return  for  assessment  may  in 
certain  cases  require  to  be  furnished  (in  two  or  more 
parishes  in  each  of  which  the  taxpayer  has  a source 
of  taxable  income),  but  more  than  one  return  of 
total  income  is  normally  unnecessary.  Jurisdiction 
lies  with  the  Additional  Commissioners,  or  in  some 
cases  the  Special  Commissioners,  in  regard  to  the 
former  return,  and  with  the  General  Commissioners 
in  regard  to  the  latter  return.  The  Surveyor’s 
powers  respecting  the  two  returns  differ  and  different 
penalties  are  provided  in  regard  to  irregularities  in 
connection  with  each  return. 

(ii)  In  addition  to  the  legal  considerations  men- 
tioned above,  the  separation  of  the  two  statements 
has  some  working  conveniences,  inasmuch  as  it 
simplifies  matters  for  a considerable  number  of  tax- 
payers who  require  to  fill  in  the  return  for  assess- 
ment only,  and  also  for  such  persons  as  partners  in 
firms  who  frequently  require  to  fill  in  the  statement 
of  total  income  only. 

(d)  Substitution  of  a comprehensive  declaration  for 
the  separate  declarations  now  required  in 
respect  of  the  various  allowances  for  Life 
Assurance,  wife,  housekeeper,  children  and  de- 
pendent relatives. 

24.995.  (14)  Formal  declarations,  embodying  in 
themselves  statements  of  specific  facts  are  calculated 
to  minimize  the  risk  of  inaccurate  statements,  and 
to  afford  a more  reliable  basis  for  legal  proceedings, 
should  occasion  arise  for  this  course  of  action.  On 
the  other  hand,  a common  declaration  is  an  obvious 
convenience  to  taxpayers,  the  convenience  increas- 
ing with  the  increase  in  the  number  of  reliefs  that 
can  l)e  claimed,  and  it  has  already  been  adopted  in 
certain  forms — for  instance,  in  the  return  form 
issued  to  weekly  wage-earners,  in  certain  repayment 
claim  forms,  and  in  the  forms  of  claim  for  the  new 
reliefs  granted  by  the  Finance  Act,  1919.  In  view 
of  the  additional  reliefs  granted  by  that  Act,  the 
Board  of  Inland  Revenue  are  already  considering 
the  question  of  extending  the  common  declaration  to 
the  remaining  return  and  claim  forms  in  the  en- 
suing financial  year. 

24.996.  (15)  It  may  be  added  that  a comparison 
with  the  more  important  United  States  forms  of 
return,  viz.,  the  Corporation  Income  and  Profits 
Tax  Return  and  the  Individual  Income  Tax  Return 
indicates  that  these  forms  are  much  more  complicated 
and  detailed  than  the  corresponding  British  forms. 

Compulsory  returns  of  total  income  from  all 
taxpayers. 

24.997.  (16)  It  is  suggested  from  time  to  time  as 
desirable  that  every  taxpayer  should  be  under  a 
statutory  obligation  to  make  a return  of  his  total 
income  from  all  sources. 

24.998.  (17)  Substantially  the  necessary  powers  in 
this  direction  already  exist. 

24.999.  (18)  All  persons  called  upon  to  make  a 
return  of  their  total  income  for  purposes  of  Super- 
tax are  required  to  make  that  return,  whether  they 
are  liable  to  Super-tax  or  not.  This  covers  the  case 
of  total  incomes  exceeding  or  believed  to  exceed 
£2,500.  At  present  these  taxpayers  are  not  under 
obligation  to  give  a detailed  return,  but  the  Board 
of  Inland  Revenue  have  already  suggested  that  this 
omission  should  be  rectified.  (Questions  14.423  to 
14,430.) 

25.000.  (19)  All  taxpayers  are  required  to  make, 
for  the  purposes  of  Income  Tax,  returns  of  any  por- 
tion of  their  income  liable  to  direct  assessment. 

25.001.  (20)  Taxpayers  who  desire  to  claim  any 
exemption,  abatement  or  relief  calculated  by  refer- 
ence to  the  amount  of  their  total  income  are  required 
for  this  purpose  to  make  a return  of  the  particulars 
of  their  total  income.  All  taxpayers  with  incomes 
less  than  £2,500  are  entitled  to  claim  such  exemp- 

F +r’  ,a^atem?nts  or  reliefs,  with  the  exception  only 
or  that  very  limited  class  of  taxpayers  whose  incomes 
he  between  £2,000  and  £2,500  and  are  derived  ex- 


clusively from  unearned  sources,  and  who  have  not 
assured  their  lives  in  such  manner  as  to  entitle  them 
to  relief  from  Income  Tax  in  respect  of  the  premiums 
paid. 

25.002.  (21)  In  these  circumstances  the  Board  see 
no  sufficient  reason  for  urging  that  the  suggestion 
referred  to  in  paragraph  16  should  be  adopted.  If, 
however,  the  suggested  power  should  be  conferred 
upon  the  taxing  authority  and  held  in  reserve  for 
use  in  occasional  cases,  it  would  have  elements  of  con- 
venience rather  than  otherwise. 

Miscellaneous  suggestions  relating  to  the  form  of 
return  made  by  public  witnesses  before  the 
Boyal  Commission. 

25.003.  (22)  Mr.  H.  Lakin-Smith  (question  7707) 
suggested  that  on  the  Form  of  Return  a table  should 
be  printed  showing  how  the  amount  of  Income  Tax 
payable  is  arrived  at  on  the  lines  at  present  adopted 
for  Super-tax.  The  table  referred  to  is  printed,  not 
on  the  Super-tax  form  of  return,  but  on  the  notice 
of  assessment  to  Super-tax  (copy  attached)*  and  in 
the  Board’s  view  it  is  more  appropriate  to  the  notice 
of  assessment  than  to  the  return  form,  more  par- 
ticularly as  the  latter  document  has  to  be  issued  to 
taxpayers  before  the  rates  of  Income  Tax  payable 
for  the  year  have  been  determined  by  Parliament. 
On  the  Income  Tax  notice  of  assessment  (copy 
attached)!  the  rate  of  tax  payable  on  the  assessment 
to  which  the  notice  relates  is  clearly  stated,  and  the 
Board  doubt  whether  it  is  desirable  to  encumber  the 
return  form  with  a full  statement  of  rates  of  Income 
Tax  applicable  both  to  earned  and  unearned  income, 
abatements,  personal  allowances,  &c.,  which  would 
all  have  to  be  given  if  it  were  decided  to  meet  Mr. 
Lakin-Smith’s  suggestion. 

A separate  form  (No.  64-10,  copy  herewith  §) 
exists,  on  which  all  the  rates  of  tax  are  given,  and 
it  is  suggested  that  this  form  sufficiently  meets  the 
requirements. 

25.004.  (23)  A suggestion  was  made  by  Mr.  Ereaut 
(question  4791)  that  Income  Tax  returns  should  be 
treated  as  repayment  claims  where  repayment  is  due. 
It  is,  in  the  Board’s  opinion,  impracticable  to  carry 
out  this  suggestion,  with  the  Income  Tax  as  it  is  now 
modelled.  The  form  of  return  does  not  provide  for 
all  the  information  to  be  given  that  would  be  neces- 
sary for  the  purposes  of  a repayment  claim,  and  if  it 
were  revised  to  serve,  in  a small  minority  of  cases, 
the  double  purpose  suggested,  its  length  and  com- 
plexity would  of  necessity  be  considerably  increased. 

It  was  suggested  by  Mr.  Currie  (question  7674) 
that  the  form  of  return  might  contain  a place  for 
deposit  interest.  This  has  already  been  provided. 

25.005.  (24)  The  suggestion  has  been  made  that  the 
notes  and  instructions  which  accompany  the  Income 
Tax  return  form  should  appear  in  the  form  cf  a 
separate  official  publication. 

The  Board’s  views  on  this  matter  may  to  some 
extent  be  gathered  from  paragraphs  2 to  14  of  this 
evidence.  It  would  be  exceedingly  difficult,  if  not 
impossible,  to  compile  and  issue  to  the  public  an 
official  publication  of  a popular  character  containing 
a so-called  “ simplified  statement  ” of  Income  Tax 
law,  without  giving  rise  to  numerous  complaints  of 
suppressio  veri  and  suggestio  falsi.  The  notes  and 
instructions  which  accompany  the  present  return 
form,  and  which  are  issued  with  every  form  free  of 
charge,  represent  an  attempt  to  give  to  the  taxpayer 
the  information  that  he  most  needs  when  filling  up 
his  form.  These  note3  and  instructions  have  been 
made  as  simple  as  possible,  having  regard  to  the 
complexity  of  the  subject  dealt  with,  and  an  official 
manual  of  the  character  suggested  would  necessarily 
be  something  on  very  much  the  same  lines,  but 
printed  in  book  form  and  issued  at  a charge  to  the 
public.  If  such  a manual  were  expected  to  deal  not 
merely  with  the  method  of  filling  up  the  return  form, 
but  also  with  other  matters  relating  to  Income  Tax 
liability  which  the  ordinary  taxpayer  would  be  likely 
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§ See  Appendix  No.  43. 
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to  have  to  deal  with,  it  would  of  necessity  grow  to 
an  inordinate  length,  a fact  which  is  apparent  from 
the  size  of  various  popular  and  other  handbooks  on 
Income  Tax  which  are  in  circulation  to-day,  as  the 
result  of  private  enterprise. 

II. — Making  of  assessments. 

Assessments  on  partnership  profits. 

25.006.  (25)  Under  section  20  of  the  Income  Tax 
Act,  1918,  the  separate  partners  in  a partnership 
may  claim  exemption,  abatement,  or  relief  under  the 
general  provisions  of  the  Act  according  to  their 
respective  shares  and  interests,  the  income  of  each 
partner  being  deemed  to  be  the  share  to  which  he  is 
entitled  during  the  year  to  which  the  claim  relates, 
in  the  partnership  profits  as  computed  for  Income 
Tax  purposes.  But  Rule  10  of  the  Rules  applicable 
to  Cases  I and  II  of  Schedule  D prescribes  that  the 
tax  as  respects  the  partnership  profits  shall  be  com- 
puted and  stated  in  one  sum,  a single  return  of  the 
profits  of  the  partnership  being  rendered  by  the 
precedent  acting  partner  and  a joint  assessment 
made  in  the  partnership  name. 

25.007.  (26)  This  joint  assessment  is  sometimes 
criticized  as  being  inconvenient,  and  more  especially 
because  the  assessment — being  in  fact  the  sum  of  the 
liabilities  of  the  several  partners  after  each  has 
secured  the  special  relief  to  which  he  is  entitled — is 
liable  to  disclose  to  one  partner  a certain  amount  of 
information  as  to  the  private  circumstances  of 
another  [see,  for  instance,  questions  7680,  7971  (Mr. 

G.  W.  Currie) ; 3253-6  (Mr.  R.  N.  Carter) ; 7708  (Mr. 

H.  Lakin-Smith)]. 

25.008.  (27)  It  is  essential  to  the  effective  working 
of  the  Act  that  the  computation  of  the  taxable 
profits  of  a partnership  should  continue  to  be  made 
in  a single  sum  on  the  basis  of  a single  return  in  the 
district  where  the  partnership  is  carried  on,  but 
there  is,  the  Board  of  Inland  Revenue  think,  no  sub- 
stantial objection  to  the  shares,  when  ascertained,  of 
the  several  partners  being  brought  into  assessment 
separately  in  the  names  of  the  individual  partners, 
if  there  is  any  general  desire  for  that  course.  It 
would  be  well  that  there  should  be  a reserve  power 
to  assess  in  the  partnership  name, 

(a)  any  charges  (e.g.,  interest  on  borrowed 

capital)  payable  out  of  the  partnership 
profits  to  persons  other  than  partners ; and 

(b)  the  whole  of  the  partnership  profits  where 

the  names  or  addresses  of  any  of  the  part- 
ners are  withheld. 

It  would  also  be  necessary  (either  by  making  the 
assessments  in  the  partnership  name  “ for  account 
of  ” the  individual  partners — as  suggested  to  the 
Royal  Commission  by  Mr.  R.  N.  Carter,  vide  ques- 
tion 3138 — or  by  an  express  statutory  power)  to 
retain  the  existing  power  of  distraining  (where 
necessary)  on  any  assets  that  are  now  liable  to  dis- 
traint. for  tax  payable  in  respect  of  partnership 
profits  or  any  interest  therein.  The  possession  of 
this  power  of  recovery  against  partnership  assets 
might  be  necessary,  not  only  in  cases  of  default  of 
payment  by  individual  partners  in  normal  circum- 
stances (e.g.,  in  the  case  of  a partner  residing 
abroad),  but  also  where,  owing  to  a change  in  the 
partnership,  a redistribution  of  liability  became 
necessary  in  the  course  of  a particular  year. 

. Place  of  assessment. 

“ One  taxpayer — one  assessment.” 

25.009.  (28)  The  broad  general  rules  as  to  the 
places  where  assessments  are  to  be  made  under  the 
existing  law  are  as  follow:  — 

(1)  lands  and  buildings  are  to  be  charged  in  the 

parish  where  they  are  situate ; 

(2)  profits  of  trade,  profession,  employment, 

&c.,  are  chargeable  where  the  trade,  &c., 
is  carried  on,  or  where  the  taxpayer  ordin- 
arily resides ; 

(3)  persons  not  engaged  in  trade,  &c.,  are 

chargeable  where  they  ordinarily  reside. 


25.010.  (29)  The  effect  of  these  rules  is  that  in 
many  cases  a taxpayer  who  is  interested  in  more 
than  one  business,  or  who  is  employed  at  more  places 
than  one  (e.g.,  a director  of  several  companies)  is 
assessed  to  Income  Tax  for  the  same  year  at  a 
number  of  different  places.  Several  witnesses  [for 
instance,  Mr.  H.  Lakin-Smith,  question  7708;  Mr. 
William  Cash,  question  8291  (4)]  have  urged  that  a 
single  assessment  should  be  made  on  each  taxpayer 
in  respect  of  his  total  liability.  The  kindred  sugges- 
tion has  also  been  made  that  on  the  single  assess- 
ment the  liability  both  to  Income  Tax  and  Super- 
tax should  be  accounted  for.  This  latter  suggestion, 
of  course,  involves  the  practical  merger  > f the  Super- 
tax in  the  Income  Tax. 

25.011.  (30)  With  regard  to  the  first  question  the 
Board  have  no  desire  to  oppose  any  proposal  which 
will  really  tend  towards  simplification  of  the  Income 
Tax,  and  if,  on  examination,  the  proposal  to  make 
a single  assessment  on  each  taxpayer  in  respect  of 
his  total  liability  should  be  found  to  have  this  result, 
its  advantages  would  be  very  considerable. 

25.012.  (31)  They  desire  to  point  out,  however,  that 
the  question  is  by  no  means  free  from  difficulty. 
Some  of  the  difficulties  involved  were  brought  out  in 
the  course  of  my  examination  on  the  25th  September, 
1919  (questions  14,553  to  14,564).  Moreover,  in  the 
Board’s  view,  there  are  certain  conditions  the  fulfil- 
ment of  which  is  essential  to  the  efficient  working  of 
the  Income  Tax.  One  of  these  is  that  the  amount 
of  the  profits  derived  from  a particular  business  (and 
in  the  case  of  a partnership,  the  division  of  these 
profits  between  the  partners)  should  normally  be 
determined  by  the  Commissioners  for  the  district  in 
which  the  business  is  carried  on. 

For  instance  it  is  clearly  advantageous  that  the 
profits  of  the  cotton  spinning  industry  should  be 
dealt  with  in  Lancashire,  where  that  industry  is 
centralized,  and  where  Commissioners,  accountants, 
and  Surveyors  of  Taxes  are  likely  to  have  expert 
knowledge  relating  to  the  industry,  rather  than 
that  a taxpayer  who  carries  on  cotton  spinning  in 
Lancashire  should  have  his  profits  dealt  with  at 
his  place  of  residence,  which  might  be  in  a southern 
county,  where  local  knowledge  of  such  an  industry 
may  well  be  almost  non-existent.  The  foregoing 
consideration  is,  in  the  Board’s  judgment,  so 

weighty  as  to  make  it  desirable  that  if  a single 
assessment  is  to  be  made  on  each  taxpayer,  that 
assessment  should  be  made,  in  the  case  of  a tax- 
payer carrying  on  business,  at  his  place  of  business, 
and  not  at  his  place  of  residence.  If  this  general 
rule  be  admitted,  the  application  of  the  principle 
of  a single  assessment  on  each  taxpayer  would  at 
once  create  difficulties  where  a person  carried  on, 
either  solely  or  in  partnership,  two  or  more 

businesses  in  different  places,  and,  in  a less  degree 
where  the  taxpayer  held  two  or  more  appointments 
or  employments  in  different  places. 

25.013.  (32)  It  is  true  that  the  difficulties  in 

such  cases  might  be  surmounted  by  leaving  it  to 

the  Commissioners  for  the  place  of  business  or 
place  of  employment  to  determine  the  amount  of 
liability  arising  from  sources  of  income  earned  at 
such  place,  and  notifying  particulars  of  the  amount 
so  determined  to  the  place  where  the  taxpayer  has 
his  principal  business  (or,  in  some  cases,  his  place 
of  residence)  in  order  that  the  figures  might  be 
aggregated  as  part  of  a single  assessment  to  be 
made  on  him  at  one  or  other  of  the  latter  pi  apes. 
The  Royal  Commission  will,  however,  appreciate 
that  in  such  circumstances,  although  a single  assess- 
ment might  be  made  on  each  taxpayer,  yet  a tax- 
payer holding  several  appointments  or  having  nu^® 
than  one  business  in  different  places  wou 
normally  have  to  continue  to  deal  with  the  assess- 
ing authorities  at  those  places  in  respect  or  iis 
liability  there  arising.  The  sacrifice  of  this  w0}1  > 
in  the  Board’s  opinion,  be  fatal  to  the  efficie 
working  of  the  Income  Tax.  , , 

25.014.  (33)  It  would  also  be  essential  to  taxe 
power  to  require  taxpayers  to  fill  up  a simple 
when  called  upon  to  do  so  at  any  particu  ar  p a • 
stating  where  they  had  made  , a complete  re  ur 
the  whole  of  their  taxable  income  f°r  assessm 
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Further,  this  complete  return  would  of  necessity 
require  to  be  a detailed  return  specifying 
separately  each  source  of  assessable  income  and 
its  place  of  origin. 

25.015.  (34)  If  a single  comprehensive  assess- 
ment were,  as  far  as  possible,  made  on  each 
taxpayer,  as  suggested,  it  would  certainly  be  at 
the  cost  of  many  of  the  advantages  which  flow 
from  the  present  system,  e.g.}  the  prompt  settle- 
ment of  questions  arising  on  an  assessment.  The 
Surveyor  having  the  comprehensive  assessment 
would  often  be  unable,  without  reference  to  another 
district,  to  answer  the  enquiries  made  by  a caller, 
or  to  settle  questions  made  by  the  latter.  This 
would  lead  not  only  to  dislocation  of  the  work, 
but  also  to  considerable  irritation  on  the  part  of 
the  public.  Moreover,  the  settlement  of  the  com- 
prehensive assessment  would  frequently  be  held 
up  while  action  was  being  taken  elsewhere  as 
regards  one  of  its  constituent  parts. 

25.016.  (35)  The  further  suggestion  that  the 
Super-tax  should  be  merged  in  the  Income  Tax 
follows  naturally  from  the  first  suggestion,  although 
the  one  does  not  necessarily  involve  the  other.  The 
complete  merger  of  Super-tax  in  the  Income  Tax, 
in  the  sense  that  a single  assessment  should  be 
made  on  each  taxpayer  on  which  duty  should  be 
charged  at  the  rate  appropriate  to  his  total  income, 
is  not  consistent  with  the  present  system  of  collec- 
tion of  Income  Tax  partly  at  the  source.  Even 
under  the  proposals  which  are  dealt  with  in  the 
foregoing  paragraphs  a single  assessment  could  not 
always  be  made  on  the  aggregate  income  of  the 
taxpayer.  If  the  average  rate  of  tax  applicable 
to  the  income  of  a particular  individual  were  (say) 
7s.  in  the  £,*  liability  in  respect  of  business  profits 
at  that  rate  could  not  be  combined  with  an  assess- 
ment on  dividends  or  income  from  lands  and  build- 
ings taxed  at  the  source  at  6s.,  and  therefore  liable 
to  a further  charge  at  the  rate  of  Is.  only. 

25.017.  (36)  The  nearest  approach  to  merger  of 
the  Super-tax  in  the  Income  Tax  which  could 
reasonably  be  hoped  for  without  abandoning  taxa- 
tion at  the  source  would  be  that  a single  direct 
assessment  on  the  untaxed  income  of  each  taxpayer 
should  be  made  at  a rate  which  would  include  his 
liability  in  respect  of  both  Income  Tax  and  Super- 
tax. If  he  had  income  from  dividends  or  real 
property,  or  both,  a further  assessment  would  be 
necessary  in  respect  of  his  liability  to  Super-tax  on 
these  sources  of  income,  and  thus,  apart  from  tax 
deducted  at  the  source,  it  would  be  necessary  to 
make  at  least  two  assessments  instead  of  a single 
assessment  upon  the  majority  of  taxpayers  whose 
incomes  fall  within  the  Super- tax  range.  But  here 
a difficulty  -would  arise.  The  rate  of  Income  Tax 
when  ascertained  is  a rate  which  is  applicable  to 
the  whole  of  the  income  of  the  same  class  ( i.e ., 
earned  or  unearned)  of  the  taxpayer  whose  case  is 
under  review.  On  the  other  hand,  Super-tax  is 
chargeable  on  different  parts  or  ‘ ‘ slices  ’ ’ of  the 
inoomes  at  different  rates.  In  cases,  therefore,  in 
which  it  would  be  necessary  to  make  more  than  a 
single  assessment  upon  the  same  person  the  different 
assessments  would  necessarily  be  made  on  different 
slices  of  the  inoome  at  different  rates  of  duty,  and  it 
is  questionable  whether  the  result  would  not  be  at 
least  as  puzzling  to  the  taxpayer  as  the  present 
system. 

25.018.  (37),  Under  the  present  system  a person 
liable  to  Super-tax  (a)  accounts  for  his  liability  to 
that  tax  in  a single  assessment  upon  his  total  income, 
and  ( b ) is  charged  with  Income  Tax  (possibly  in 
several  places  and  in  different  ways)  at  the  uniform 
rate  of  6s.  in  the  £.  There  is.  therefore,  little  in  the 
present  system  to  puzzle  this  class  of  taxpayer. 
The  Board  of  Inland  Revenue  suggest  that  the  tax- 
payer who  is  most  puzzled  by  the  existing  system  is 
the  person  whose  income  is  below  the  Super-tax  range 
altogether,  and  who  receives  separate  assessments  on 
different  items  of  his  income  at  apparently  different 
rates  (because  of  abatements,  and  allowances,  and 


* Owing  to  the  method  of  graduation  of  the  Super-tax  there  is 
in  fact  no  such  average  rate  legally  applicable  to  the  income  as  a 
whole — see  paragraph  36. 


set-offs  for  tax  over-deducted  from  dividends  taxed 
at  the  source).  The  advantages  of  a single  assessment 
would  be  most  apparent  in  this  class  of  case  where 
no  question  of  the  merger  of  the  Super-tax  in  the 
Income  Tax  arises. 

25.019.  (38)  On  the  whole,  whilst  the  Board  con- 
sider that  the  making  of  a single  assessment  to 
Income  Tax  on  each  taxpayer  might  result  in  some 
cases  (i.e.,  where  the  taxpayer  has  only  one  place  of 
business  or  employment  and  where  neither  income 
from  dividends,  &c.,  taxed  at  the  source  nor  income 
from  property  assessed  under  Schedule  A is  involved) 
in  a certain  degree  of  simplification,  yet,  having 
regard  to  the  considerations  mentioned  in  paragraphs 
31-34  they  are  clearly  of  opinion  that  in  the  majority 
of  cases  this  procedure  would  itself  involve  both  the 
taxpayer  and  the  administration  in  a number  of 
difficulties,  which  at  present  do  not  exist  and  which 
would  more  than  outweigh  any  gain. 

25.020.  (39)  As  regards  the  merger  of  the  Super-tax 
in  the  Income  Tax,  their  view  is  that  on  balance  so 
long  as  the  Super-tax  remains  chargeable  on  different 
slices  of  the  income  at  different  rates,  the  effect  of 
partial  merger — which  is  all  that  could  be  effected — 
would  be  greater  complexity  rather  than  greater 
simplification. 

Surcharges. 

25.021.  (40)  Section  161  of  the  Income  Tax  Act, 
1842,  gave  power  to  the  Surveyor  of  Taxes  to  examine 
all  assessments,  and  provided  that  if  he  should  find 
that  any  person  who  ought  to  be  charged  “ shall  have 
been  omitted  to  be  charged  ...  or  shall  have 
been  under-rated  ” he  should  certify  the  particulars 
of  a surcharge  to  the  Commissioners  in  the  manner 
prescribed  by  the  Acts. 

25.022.  (41)  Sections  63  et  seq.  of  the  Taxes 
Management  Act,  1880,  which  dealt  with  the  manner 
of  making  surcharges  were,  however,  defective  in  that 
they  provided  only  for  the  case  of  a person  who  has 
not  been  assessed  at  all,  and  not  also  for  the  case  of 
the  person  who  has  been  assessed  in  an  insufficient 
amount.  These  defects,  which  appear  to  have  arisen 
from  mere  oversight  or  a drafting  error,  could  not 
be  corrected  when  the  law  was  consolidated,  and  the 
result  is  that  the  Income  Tax  Act,  1918  ( vide  section 
126)  confers  on  the  Surveyor  of  Taxes  no  power  of 
surcharge  in  a case  where  he  discovers  that  a person 
has  been  insufficiently  assessed. 

25.023.  (42)  In  the  judgment  of  the  Board  of  In- 
land Revenue,  the  Surveyor  should  have  the  same 
power  of  surcharge  in  the  case  of  insufficient  assess- 
ments as  he  possesses  where  no  assessment  at  all  has 
been  made,  and  they  suggest  that  the  law  should  be 
amended  accordingly. 

25.024.  (43)  In  making  this  suggestion,  the  Board 
do  not  propose  that  the  protection  to  the  taxpayer 
afforded  by  sub-section  (3)  of  section  133  of  the  In- 
come Tax  Act,  1918,  should  be  withdrawn.  This 
sub-section  provides  that  where  an  objection  made 
by  the  Surveyor  to  an  assessment  has  been  determined 
on  appeal,  he  shall  not  make  any  further  charge  for 
the  same  year  in  respect  of  the  same  matter,  property 
or  profits,  and  in  the  opinion  of  the  Board  it  satisfac- 
torily marks  the  limits  within  which  the  power  of 
surcharge  should  be  exercised. 

Public  notices  and  notices  of  assessment. 

25.025.  (44)  It  has  been  suggested  that  the  system 
of  requiring  public  notices  to  make  returns,  &c.,  to 
be  affixed  to  church  and  chapel  doors  is  archaic,  and 
should  be  superseded  by  notices  inserted  in  local 
newspapers.  The  Board  of  Inland  Revenue  doubt 
whether  this  suggestion  has  much  to  recommend  it. 
The  public  notice — in  whatever  form  given — has  its 
value  where  proceedings  are  contemplated  against 
persons  who  are  suspected  of  evading  their  liabilities, 
but  experience  has  shown  that  as  a practical  means 
of  inducing  any  considerable  number  of  persons  to 
come  forward  and  declare  their  liability,  it  is  pain- 
fully defective.  In  these  circumstances,  the  Board 
suggest  that  whilst  the  particular  notices  to  indi- 
viduals should  continue  to  be  regarded  as  the  normal 
method  of  drawing  the  attention  of  the  public  to  their 
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duties  in  regard  to  the  Income  Tax,  the  general 
church  door  notices  should  be  retained  as  the  ne- 
cessary foundation  of  legal  proceedings  where 
circumstances  have  precluded  a particular  notice  from 
being  given. 

25,026.  (45)  Mr.  W.  G.  Rayner  (question  8845)  sug- 
gested that  where  the  assessment  differs  from  the 
taxpayer’s  return,  the  basis  of  the  assessment  should 
he  set  forth  in  detail.  In  the  Board’s  opinion  the 
notice  of  assessment  contains  all  the  necessary  in- 
formation in  this  respect,  but,  if  the  taxpayer  wishes 
for  further  particulars  in  any  individual  case,  he 
can,  of  course,  obtain  them  on  application. 

Mr.  Crook  (question  5733)  suggested  that  definite 
information  as  to  the  method  of  appeal  should  appear 
upon  the  assessment  notice.  The  notice  of  assessment 
contains  an  intimation  that  if  the  taxpayer  wishes  to 
appeal,  he  should  give  notice  of  objection  to  the 
Surveyor  of  Taxes'  within  a stated  time.  It  is  only 
a very  small  percentage  of  taxpayers  who  have 
occasion  to  appeal,  and  those  who  give  notice  to  the 
Surveyor  of  their  desire  to  do  so  are  furnished  by 
him  with  any  necessary  information  as  to  the  pro- 
cedure to  be  followed.  Reference  may  be  made  in 
this  connection  to  paragraphs  98-107  of  this  proof 
dealing  with  “ Statement  of  the  taxpayer’s  total 
liability.” 


III.  Appeals. 

25.027.  (46)  The  Board  associate  themselves  with 
the  views  expressed  by  the  Presiding  Special  Com- 
missioner of  Income  Tax  as  to  appeals  to  the  High 
Court  on  a point  of  law  in  respect  to  certain  appli- 
cations for  repayment  and  adjustment  (question 
13,498).  The  cases  in  which  the  Board  consider  this 
right  of  appeal  to  the  High  Court  might  properly  be 
given  are  the  following : — 

applications  under  Rule  3 of  the  Miscellaneous 
Rules  applicable  to  Schedule  D (cessations, 
deaths,  bankruptcies  and  other  specific  causes  of 
loss  of  profits; 

applications  for  relief  in  respect  of  loss  (sec- 
tion 34) ; 

applications  for  relief  where  profits  from  land 
occupied  for  the  purposes  of  husbandry  fall  short 
of  the  assessment,  (Schedule  B,  Rule  6)  ; 

applications  for  relief  in  the  case  of  new  busi- 
nesses and  businesses  discontinued.  (Schedule  D, 
Cases  I & II,  Rule  8). 

It  is  a matter  for  consideration  whether  the  right 
of  appeal  on  a point  of  law  should  be  further  ex- 
tended so  as  to  apply  to  all  claims  for  relief  of  any 
kind,  by  repayment  or  otherwise.  So  far  as  the 
Board  are  concerned,  they  would  offer  no  objection  to 
such  an  extension. 

25.028.  (47)  They  also  associate  themselves  with  the 
Presiding  Special  Commissioner’s  suggestions  as  to 
County  Court  Judges  in  Ireland  (questions  13,482-7.) 
and  as  to  the  method  of  announcing  the  Commis- 
sioner’s determination  on  an  appeal  (questions  13,457- 
60). 

25.029.  (48)  It  also  seems  desirable  that  statutory 
authority  should  be  given  to  the  Surveyor  of  Taxes 
to  amend  an  assessment  where  he  is  able  to  arrive 
at  agreement  with  the  taxpayer  after  a notice  of 
appeal  has  been  given — the  Surveyor  afterwards  ob- 
taining covering  authority  from  the  Commissioners 
to  whom  notice  of  appeal  was  given.  As  explained 
in  Sir  Thomas  Collins’  evidence  (question  678),  this 
would  give  formal  statutory  authority  to  the  method 
by  which — in  the  nature  of  things — the  great 
majority  of  appeals  are  actually  settled. 

IV.  Payment  of  tax. 

25.030.  (49)  Income  Tax  which  is  directly  assessed 
is  normally  payable  on  or  before  the  1st  January 
in  the  year  to  which  the  assessment  relates,  or,  in 
the  case  of  assessments  made  after  the  1st  January, 
on  the  day  following  the  making  of  the  assessment. 

25.031.  (50)  There  are,  however,  certain  important 
exceptions,  mainly  the  result  of  developments  of  the 
tax  during  the  war. 

25.032.  (51)  Property  Tax  under  Schedule  A is 
payable  tn  two  equal  instalments  on  or  before  the 


1st  January,  and  on  or  before  the  1st  July  following. 
This  arrangement  is  necessary,  because  the  tax  is  in 
very  many  instances  payable  by  the  tenant  (though 
not  in  the  case  of  weekly  properties),  who  recovers 
it  from  the  next  payment  of  rent  to  the  landlord,  and 
the  tax  at  the  present  rate,  if  charged  in  a single 
sum,  would  often  exceed  the  amount  of  the  next 
(quarterly)  payment,  of  rent. 

25.033.  (52)  The  same  system  of  payment  by  instal- 
ments applies  to  individuals  or  firms  assessed  in 
respect  of  the  profits  of  any  trade  (including  farm- 
ing), profession,  or  vocation  and  (with  certain  excep- 
tions) to  individuals  in  respect  of  the  profits  of  any 
office  or  employment.  This  concession  was  made  to 
relieve  the  difficulty  which  such  taxpayers  would 
otherwise  often  experience  in  finding  the  whole 
amount  of  duty  due  at  a single  date. 

25.034.  (53)  The  duty  payable  by  manual  wage 
earners  is  assessed  and  paid  quarterly.  Facilities  are 
also  afforded  to  this  class  of  taxpayers  to  spread  over 
a period'  of  thirteen  weeks  the  payment  of  amounts 
due  from  them  for  one  quarter.  This  is  effected  by  an 
arrangement  under  which  Income  Tax  stamps  can  be 
purchased  weekly  and  affixed  to  a card — the  stamped 
card  being  accepted  by  the  Collector  at  the  end  of  the 
period  in  payment  of  the  tax. 

25.035.  (54)  Railway  companies  in  England  and 
Ireland  pay  the  tax  under  Schedule  D,  by  four  quar- 
terly payments,  on  the  20th  June,  20th  September, 
20th  December,  and  20th  March  in  the  year  of 
assessment.  This  isi  a survival  of  the  provisions  for 
payment  contained  in  the  Act  of  1842. 

25.036.  (55)  Where  income  from  which  tax  is  de- 
ductible is  paid  otherwise  than  out  of  profits  and 
gains  charged  to  tax,  the  payer  is  required  to  account 
to  the  Revenue  for  the  tax  immediately  after  the 
deduction  is  made. 

25.037.  (56)  The  Board  do  not  consider  that  the 
foregoing  arrangements  call  for  review. 

25.038.  (57)  Several  witnesses  have,  however,  sug- 

gested that  companies  should  be  accorded  the  same 
privilege  as  private  individuals  and  firms  in  the 
matter  of  payment  of  the  tax  by  two  instalments. 
Payment  by  two  instalments  in  the  cases  of  indi- 
viduals and  firms  was  introduced  to  meet  the  diffi- 
culty, felt  in  particular  by  taxpayers  with 
small  or  medium  incomes,  of  finding  the  whole 
amount  of  the  tax  in  one  sum  at  the  beginning  of 
January.  The  same  considerations  do  not  apply  as 
regards  companies.  A company  before  distributing 
dividends  to  its  shareholders  ought  to  retain  and  nor- 
mally does  retain  a sufficient  sum  to  cover  the  Income 
Tax  payable  on  its  profits.  It  is  in  a position  to 
estimate  in  advance  the  approximate  amount  that  will 
be  required  for  this  purpose.  In  numerous  cases 
dividends  from  which  tax  is  deducted  at  the  source 
are  paid  to  shareholders  at  various  dates  before  1st 
January.  Many  of  the  shareholders  concerned  can 
come  to  the  Inland  Revenue  Department  for  rePay_ 
ment  of  tax  so  over-deducted  at  the  source,  and  if 
payment  of  the  tax  were  not  promptly  made  by 'the 
company  to  the  Revenue,  the  company’s  shareholders 
might  in  many  cases  be  repaid  tax  before  it  had 
reached  the  Department.  Moreover,  the  extension 
of  the  system  of  payment  by  instalments  to  companies 
would  mean  a loss  of  revenue  in  one  year  (by  deter- 
ment  of  tax)  amounting  to  perhaps  £65,000,000.  n 
the  Board’s  judgment  no  good  case  has  been  made 
for  the  change  suggested.  , 

25.039.  (58)  Mr.  A.  Ereaut  (question  4792)  made 
the  suggestion  that  where  an  appeal  against  an  assess- 
ment cannot  be  determined  at  once  the  duty  on  > 
much  of  the  assessment  as  is  not  in  dispute  s 

be  payable  as  and  when  it  would  normally  be  due. 

The  Board  associate  themselves  with  this  suggestion 
which  would  have  the  effect  of  preventing  Payment 
of  tax  being  deferred  in  such  cases  to  the  extent  that 
it  is  admittedly  due  to  the  Revenue.  Tnonmo 

25.040.  (59)  A historical  note  on  payment  of  Incom 
Tax  has  been  submitted  [see  Appendix  No.  / (P)i- 

V.  Discount  on  prepayment  of  tax. 

26.041.  (60)  Section  169  of  the  Income  Tm  Act, 
1918  (which  is  based  upon  sections  141  ana  • 
the  Act  of  1842  and  section  10  of  tho  Act  of  188J), 
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provides  for  the  allowance,  on  application,  of  discount 
on  prepaid  Income  Tax  charged  under  Schedule  D, 
the  allowance  being  at  the  rate  of  per  cent,  per 
annum  for  the  period  from  the  date  of  actual  pay- 
ment to  the  date  limited  for  payment. 

25,042.  (61)  This  provision,  of  which  very  little  use 
is  made,  ought,  in  the  Board’s  opinion,  to  be  repealed. 

A provision  which  is  limited  to  Income  Tax  under 
Schedule  D is  clearly  too  circumscribed.  It  is  sug- 
gested that  in  principle  at  any  rate  any  discount 
provisions  should  apply  to  the  whole  of  the  Income 
Tax  and  Super-tax.  - , . 

25  043.  (62)  Under  existing  law  (which  has  no  pro- 
vision analogous  to  the  Excess  Profits  Duty  provision 
for  depositing  duty  in  advance)  Income  Tax  or  Super- 
tax cannot  be  paid  until  it  is  assessed.  Ordinarily, 
therefore,  the  possible  period  of  pre-payment  is  ex- 
tremely short.  The  payments  every  year  include 
some  millions  of  small  amounts  on  which  any  dis- 
count, even  if  it  fell  to  be  allowed  for  a considerable 
period,  would  be  trivial.  In  the  case  of  manual 
wage-earners,  an  ordinary  disoount  provision  could 
hardly  be  applied  at  all. 

25.044.  (63)  Before  an  effective  discount  provision 
could  be  introduced,  a number  of  serious  practical 
difficulties  would  have  to  be  overcome.  It  would 
seem  anomalous  also  that  when  certain  classes  of 
taxpayers,  to  the  exclusion  of  others,  are  granted  an 
extension  of  time  for  payment  of  one-half  of  their 
tax  (see  paragraphs  50-52  above)  they  should  be 
allowed  discount  on  payment  in  advance.  The 
anomaly  would  reach  its  height  if,  whilst  they  were 
permitted  to  delay  payment  of  one  instalment  with- 
out being  charged  interest,  they,  nevertheless,  re- 
ceived discount  on  prepayment  of  the  other. 

25.045.  (64)  The  matter  goes  even  further  than 
this.  Many  taxpayers  receive  part  or  the  whole 
of  their  income  under  deduction  of  tax.  In  some 
cases  the  amount  of  tax  suffered  does  not  exceed  the 
taxpayer’s  net  liability,  but  even  so  it  is  suffered  on 
an  average  at  an  earlier  date  than  the  1st  January, 
when  taxpayers  charged  by  direct  assessment  are 
liable  to  pay  the  duty.  In  other  cases  the  taxpayer 
is  entitled  to  claim  repayment  of  part  or  the  whole 
of  the  tax  deducted.  In  each  case  the  taxpayer 
appears  logically  entitled  to  share  in  the  benefit  of 
any  discount  provisions  that  may  be  prescribed. 

25.046.  (65)  A radical  scheme  for  dealing  with 
this  matter  might  prescribe  that  for  every  £ of  In- 
oome  Tax  or  Super-tax  which  a taxpayer  pays  or 
bears  by  deduction  or  otherwise  before  a prescribed 
date  (say,  1st  January)  he  should  receive  discount  of 
5 per  cent,  per  annum  (Id.  per  £ per  month),  and 
for  every  £ of  Income  Tax  or  Super-tax  paid  or 
borne  after  the  prescribed  date  he  should  be  charged 
interest  at  the  same  rate.  Corresponding  allowances 
of  interest  would  fall  to  be  made  on  any  tax  repaid. 

25.047.  (66)  The  Board  of  Inland  Revenue  are  of 
opinion,  however,  that  a scheme  of  this  kind  would 
create  dissatisfaction  rather  than  otherwise  on 
account  of  its  intricacies,  and  that  in  any  event  its 
adoption  is  precluded  by  the  immense  amount  of 
detail  work  that  it  would  involve  and  the  consequent 
increase  in  the  cost  of  administration. 

25.048.  (67)  Although  any  partial  scheme  of  allow- 
ance of  discount  is  open  ix>  many  of  the  objections 
mentioned  in  paragraphs  63  and  64  above,  it  may 
possibly  be  felt  that  facilities  should  be  offered  to 
taxpayers  liable  to  direct  assessment  who  wish  to 
meet  in  advance  the  liability  which  awaits  them  at 
Christmas.  It  is  sometimes  represented  that,  not- 
withstanding the  relief  afforded  by  the  instalment 
system,  an  arrangement  of  this  kind  would  be 
especially  of  advantage  to  taxpayers  with  small  or 
medium  incomes. 

25.049.  (68)  If  this  view  were  taken,  the  Board 
think  that  an  arrangement  would  be  feasible  some- 
what on  the  lines  of  that  adopted  for  Excess  Profits 
Duty.  Arrangements  might  be  made  for  taxpayers 
on  or  after  1st  July  in  any  year  to  purchase  Income 
Tax  vouchers  which  could  be  tendered  in  lieu  of  cash 
in  payment  of  Income  Tax  falling  to  be  paid  on  or 
before  the  1st  January  following.  Similar  arrange- 
ments might  also  be  made  as  regards  tax  becoming 
payable  on  1st  July.  The  vouchens  might  be  issued 
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in  denominations,  e.g.,  of  £1,  £5,  £10,  £50,  &c., 
under  discount  of  Id.  per  £ per  month  (or  5 per  cent, 
per  annum). 

25.050.  (69)  Such  vouchers  might,  subject  to  the 
concurrence  of  the  Departments  concerned,  be  obtain- 
able at  all  Head  Post  Offices,  and  possibly  at  the 
offices  of  Collectors  of  Customs  and  Excise,  or  in  the 
case  of  large  amounts  at  the  Head  Office  of  the 
Accountant  and  Comptroller  General  of  Inland 
Revenue.  In  order  to  prevent  the  danger  of  forgery 
the  vouchers  should  be  not  negotiable  and  not  trans- 
ferable, and  the  name  of  the  payer  should  be  in- 
serted on  the  voucher. 

YI.  Repayments. 

25.051.  (70)  The  deduction  at  the  source  of  Income 
Tax  at  the  rata  of  6s.  in  the  £,  a rata  which,  so  far 
as  individuals  are  concerned,  is  applicable  only  where 
the  total  income  exceeds  £2.000,  involves  a very 
large  number  of  subsequent  adjustments  in  order  to 
ensure  that  the  rate  of  tax  ultimately  borne  corre- 
sponds with  the  amount  of  the  taxpayer’s  total 
income. 

25.052.  (71)  These  adjustments  are  not  all  made 
by  way  of  repayment  of  tax.  As  explained  in  the 
Memorandum  on  the  existing  Income  Tax  System 
( see  Appendix  No.  2),  a large  proportion  of  amounts 
overpaid  at  the  source  are  set  off  against  tax  payable 
by  individuals  on  direct  assessments  (for  instance,  on 
their  business  profits  or  earnings).  Moreover,  income 
from  the  ownership  of  property,  which  is  assessed 
under  Schedule  A and  collected  from  the  tenant,  is 
normally  charged  at  the  rate  appropriate  to  the 
income  of  the  owner  of  the  property. 

25.053.  (72)  Mr.  Roger  N.  Carter  (question  3187) 
suggested  that  where,  after  the  total  remission  of  tax 
on  a particular  assessment  (e.g.,  by  the  making  of  a 
personal  allowance  which  exceeds  the  assessment  in 
amount)  there  remains  a balance  of  tax  due  to  the 
individual  concerned,  the  fact  should  be  communi- 
cated to  him.  The  Board  associate  themselves  with 
the  principle  of  this  suggestion  and  in  so  far  as  it  is 
not  already  covered  by  the  existing  practice,  they 
propose  to  take  steps  to  carry  it  into  effect  as  far  as 
possible. 

25.054.  (73)  There  remain,  however,  a large  num- 
ber of  cases  in  which  repayment  of  tax  has  to  be 
claimed  (see  the  particulars  given  in  Table  IV  of  the 
Statistical  Tables  printed  as  Appendix  No.  11).  A 
considerable  number  of  public  witnesses  have  referred 
to  the  hardship  caused  by  the  collection  in  the  first 
instance  of  an  excessive  amount  of  tax  and  the  neces- 
sity for  the  taxpayer  to  claim  an  adjustment  by  way 
of  repayment,  and  have  suggested  that  the  machinery 
for  making  repayments  should  be  improved  (see 
questions  4566,  5733,  5761—3,  7368,  7711,  8278,  8291, 
8957-71). 

25.055.  (74)  In  his  opening  evidence  given  before 
the  Royal  Commission  on  the  7th  May  (qiiestion  134), 
Mr.  R.  V.  N.  Hopkins  referred  to  the  intention  of 
the  Board  of  Inland  Revenue  to  decentralize  the 
repayments  work  as  soon  as  possible  in  order  to  assist 
the  taxpayer  in  obtaining  more  easily  and  speedily 
repayment  of  the  amount  due  to  him.  The  Board’s 
intentions  were  explained  in  greater  detail  in  the 
course  of  mv  examination  on  the  8th  October  (vide 
questions  15,232  and  15,424  to  15,429),  and  the  two 
statements  taken  together,  it  is  believed,  sufficiently 
indicate  the  nature  of  the  Board’s  proposals.  They 
hope  to  be  able  to  carry  them  into  effect  towards  the 
end  of  next  year,  1920. 

25.056.  (75)  The  decentralization  of  the  repayments 
work  would  raise  definitely  the  question  of  the  suffi- 
ciency of  accommodation  in  the  offioes  of  Surveyors 
of  Taxes.  Prior  to  the  war  the  staff  of  an  average 
Surveyor’s  district  consisted  of  the  Surveyor  him- 
self, sometimes  an  Assistant  Surveyor,  and  about 
three  or  four  clerks.  Owing  to  the  great  expansion 
of  the  work  arising  out  of  the  increase  in  the  scope 
and  rates  of  the  Income  Tax  and  the  introduction  of 
the  Excess  Profits  Duty,  the  staff  of  the  majority  of 
tax  districts  has  necessarily  been  greatly  expanded. 
The  consequence  is  that  offices  that  were  formerly 
sufficient  to  accommodate  the  staff  in  comfort  and  to 
provide  for  the  needs  of  callers  without  inconvenieno- 
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ing  the  public  have  now  in  many  cases  become  incon- 
veniently crowded.  To  meet  this  difficulty,  various 
emergency  steps  were  taken  from  time  to  time  during 
the  war  and  in  some  cases  offices  have  been  removed 
to  more  suitable  quarters.  The  continued  growth 
of  the  work,  however,  and  the  desirability  of  afford- 
ing the  public  greater  facilities  for  obtaining  advice 
and  assistance  from  the  Surveyor  of  Taxes  render  it 
necessary  that  the  question  of  office  accommodation 
should  be  reconsidered  throughout  the  country. 

25.057.  (76)  The  Board  of  Inland  Revenue  regard 
the  matter  as  one  of  considerable  importance,  not 
merely  from  the  point  of  view  of  the  efficiency  of  the 
work  and  the  comfort  of  the  Board’s  officers,  but  also 
from  the  side  of  the  convenience  of  the  public ; and 
they  have  already  instituted  an  inquiry  as  to  the 
extent  to  which  the  existing  offices  are  insufficient 
to  meet  the  reasonable  needs  of  the  near  future. 
Whilst  it  is  their  intention  to  ensure  that  the  neces- 
sities of  the  situation  are  fully  met,  a6  far  as  possible, 
they  think  it  necessary  to  add  that  the  finding  of 
additional  office  accommodation  at  the  present 
moment  is  often  a matter  of  very  great  difficulty, 
and  that  recent  experience  in  this  direction  has  from 
time  to  time  forced  them  to  accept  temporarily  less 
suitable  accommodation  for  their  Surveyors  than  they 
would  have  wished,  owing  to  the  fact  that,  nothing 
better  was  available. 

VII.  Limits  of  time  for  giving  notice  of  appeal 

AGAINST  ASSESSMENTS  AND  FOR  CLAIMING  OTHER 
RELIEFS. 

25.058.  (77)  It  has  been  suggested  to  the  Royal 
Commission  (vide  question  8291  (9),  Mr.  William 
Cash)  that  the  limits  of  time  for  claiming  adjust- 
ments and  reliefs  by  way  of  repayment  should  be  the 
same  as  the  limits  of  time  within  which  the  Com- 
missioners have  power  to  make  assessments  on  tax- 
payers, the  underlying  implication  being  that  such  a 
position  of  nominal  equality  would  be  fair  to  all 
parties  concerned.  This  suggestion,  however,  leaves 
out  of  account  the  consideration  that  the  information 
necessary  to  enable  a correct  assessment  to  be  made 
must  normally  come  from  the  taxpayer  himself,  and 
consequently  that  insufficient  assessments  or  the 
absence  of  assessments  where  liability  exists  are, 
generally  speaking,  due  to  either  accidental  or  de- 
liberate non-disclosure  of  essential  facts  by  the  tax- 
payer. This  consideration,  it  is  submitted,  is 
sufficient  to  demonstrate  the  unfairness  of  the 
suggestion,  more  especially  as  it  is  the  dishonest 
minority  of  taxpayers  who  would  stand  to  gain  most 
by  its  adoption. 

25.059.  (78)  The  time  limits  for  claiming  various 
reliefs  under  the  Income  Tax  Acts  do,  however,  differ 
to  a considerable  extent,  and  are  apparently  based 
on  no  clear  principle,  and  it  is  a question  for  con- 
sideration whether  greater  uniformity  of  treatment 
is  not  desirable. 

25.060.  (79)  As  far  as  appeals  against  assessments 
to  Income  Tax  are  concerned,  the  taxpayer  is  re- 
quired to  give  notice  of  objection  within  twenty-one 
days  after  the  date  of  the  notice  of  assessment. 

25.061.  (80)  Sir  James  Martin,  in  his  evidence  be- 
fore the  Royal  Commission  (question  5822),  suggested 
that  the  twenty-one  day  limit  for  Income  Tax  appeals 
should  be  extended  to  six  weeks,  his  reason  being 
that  “ there  are  many  causes  which  might  prevent  a 
taxpayer  from  actually  receiving  the  assessment  until 
the  period  has  elapsed.”  Mr.  W.  G.  Rayner  (question 
8845)  and  Mr.  R.  B.  Hopkins  (question  13,085)  each 
made  a similar  suggestion. 

25.062.  (81)  The  reason  given  by  Sir  James  Martin 
for  an  extension  of  the  limit  by  twenty-one  days  does 
not  appear  to  be  very  convincing,  as  clearly  there  is 
no  limit  to  the  time  during  which  the  receipt  of  a 
notice  may  be  delayed  from  accidental  causes. 

25.063.  (82)  Mr.  R.  B.  Hopkins  (questions  13,172-9) 
in  proposing  a three  (or  possibly  six)  months’  limit, 
observed  that  the  practice  had  been  better  than  the 
law,  the  strict  letter  of  which  he  suggested  had  not 
been  acted  on. 


25.064.  (83)  It  is  obviously  necessary,  in  order  to 
enable  the  Income  Tax  to  be  collected  when  it  iB  due, 
to  maintain  a time  limit  for  giving  notice  of  appeal 
against  an  assessment.  There  seems  to  be  no  serious 
complaint  as  regards  the  existing  time  limit,  as  it  is 
actually  applied  in  practice,  and  it  is  for  consider- 
ation whether  any  alteration  in  the  law  is  called  for. 
If  the  Royal  Commission  should  come  to  the  con- 
clusion that  statutory  provision  should  be  made  for 
an  extension  of  time  to  be  allowed  where,  for  good 
reasons,  the  taxpayer  has  been  prevented  from  giving 
notice  of  appeal  within  the  time  prescribed,  it  is 
suggested  that  this  might  be  done  by  giving  the  Com- 
missioners concerned  an  express  power  to  grant  such 
an  extension  of  time  on  sufficient  cause  being  shown. 

25.065.  (84)  As  regards  Super-tax  assessments,  the 
statutory  regulations  impose  a limit  of  “ twenty- 
eight  days  from  the  date  of  service  of  the  Notice  of 
Assessment,  or  . . . such  further  time  as  the  Special 
Commissioners  shall  allow.”  No  alteration  appears 
to  be  called  for. 

25.066.  (85)  The  principal  ieliefs  other  than  appeals 
against  assessments  in  respect  of  which  a time  limit 
for  applying  for  relief  is  imposed  by  the  Act  are  given 
in  Annexe  II.  to  this  proof.  It  is  suggested  that  in 
all  cases  in  which  the  time  for  giving  notice  of  a 
claim  for  relief  expires  at  an  earlier  date  than  one 
year  after  the  end  of  the  year  to  which  the  claim  re- 
lates it  might  with  advantage  be  extended  to  one 
year  after  the  end  of  such  year.  If  the  adjustment 
of  a claim  necessitates  the  consideration  of  the 
liability  for  a series  of  years  en  bloc,  it  is  suggested 
that  the  time  limit  should  be  extended  to  one  year 
after  the  end  of  the  last  of  such  series  of  years. 

VIII.  The  period  of  the  y'ear  of  assessment. 

25.067.  (86)  The  question  of  the  ending  date  of  the 
Income  Tax  year  of  assessment  was  first  raised  be- 
fore the  Royal  Commission  in  the  examination  of  Mr. 
R.  V.  N.  Hopkins  at  the  opening  sitting  (questions 
140  et  seq.).  The  same  question,  in  one  or  other  of  its 
aspects,  has  also  been  touched  upon  by  public 
witnesses  ( vide  questions  7713,  8229-30,  8490).  An 
explanation  of  the  adoption  of  the  period  6th  April  to 
5th  April,  as  representing  the  fiscal  year  in  this 
country,  is  given  in  the  historical  note.  (See 
Appendix  No.  7 (o).) 

25.068.  (87)  The  chief  criticism  now  levied  against 
this  period  as  the  assessment  year  is  a repetition  of  a 
complaint  raised  at  the  end  of  the  eighteenth  century, 
in  regard  to  the  financial  year,  viz.,  that  it  has  little 
reference  to  existing  commercial  practice. 

The  bulk  of  business  accounts  are  now  made  up  to 
the  31st  December  or  31st  March*.  Mr.  Stewart 
Blacker  Quin,  in  his  evidence-in-chief  before  the 
Royal  Commission  (question  7713),  in  advocating  the 
preceding  year  basis  for  assessment  purposes  suggested 
that,  with  a view  to  earlier  computation  of  liability, 
assessments  under  Schedule  D should  be  based  on 
accounts  ending  on  a date  immediately  preceding  the 
1st  January  (instead  of  the  5th  April),  preceding  the 
year  of  assessment.  This  course  would  not  necessarily 
involve  an  alteration  of  the  Income  Tax  year  itself, 
although  in  question  8229  he  endorsed  the  view  that 
“ the  financial  year  should  correspond  to  the  ordinary 
business  year.” 

Mr.  William  Cash,  replying  to  Mr.  Marks  (question 
8490)  on  the  question  of  making  the  fiscal  year 
coincide  with  the  calendar  year,  thought  that  course 
possible,  adding,  “ It  Avould  have  to  be  done,  I take 
it,  by  saying  that  in  one  year  three-quarters  only  of 
the  Income  Tax  would  be  payable  up  to,  we  will  say, 
for  argument’s  sake,  31st  December,  and  then  another 
twelve  months  thereafter.”  Sir  Leo  Chiozza  Money 
(question  10,670)  thought  thd.  on  the  whole,  the  dis- 
advantages of  such  a coincidence  of  year  outweigh 
the  advantages. 


* “ Rather  less  than  one-half  of  the  business  community  make 
up  accounts  to  31st  December,  perhaps  three-tenths  to  31stMarcn, 
and  the  remainder  to  various  dates  preceding  December,  averaging 
about  30th  August."  “ These  proportions  have  been  adopted  as 
the  result  of  a numbe  of  samples  taken  from  different  parts  « 
England."  British  incomes  cf  Property,  by  Dr.  J.  C.  Stamp,  p- 1/1 
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25.069.  (88)  The  question  of  altering  the  ending 
date  of  the  fiscal  year,  it  is  suggested,  requires  to  be 
considered  only  in  relation  to  two  dates  other  than 
the  5th  April,  namely,  31st  March  and  31st  December. 

25.070.  (89)  If  it  were  desired  to  make  the  Income 
Tax  year  end  on  31st  March,  two  alternative  courses 
present  themselves  as  regards  the  year  of  change,  viz., 
(a),  Income  Tax  might  be  charged  in  respect  of  the 
full  year’s  income  to  31st  March,  notwithstanding 
that  tax  would  already  have  been  charged  in  respect 
of  five  days  of  that  period,  viz.,  April  1st  to  April 
5th,  or  ( b ) Income  Tax  might  be  charged  in  respect 
of  only  the  360  days  from  April  6th  to  March  31st. 

25.071.  (90)  Proposal  (a)  is,  of  course,  open  to  the 
immediate  and  obvious  objection  that  the  liability  to 
Income  Tax  having  been  met  up  to  April  5th  in  the 
new  year  of  assessment  (ending  on  March  31st),  it 
would  be  unwarrantable  that  the  State  should  seek 
to  tax  for  a second  time  any  part  of  the  income  in- 
volved. It  is  true  that  it  would  dispose  of  any 
question  of  loss  of  revenue,  and  that  the  duplication 
of  tax  for  five  days  is  not  very  considerable,  but  on 
examination,  the  difficulties  appear  to  be  formidable. 
As  compared  with  proposal  ( b ),  which  would  involve 
ordinarily  the  charging  of  direct  assessments  under 
Schedules  A.  B,  D and  E at  |f§ths  of  the  liability 
on  an  annual  basis,  course  (a)  has  a certain  attractive- 
ness in  that  assessments  would  be  continued  on  a 
yearly  basis,  and  that  the  duplication  of  tax,  as  well 
as  the  change  of  year,  would,  as  regards  a large 
group  of  assessments,  be  practically  imperceptible. 
Thus,  as  regards  Schedule  A,  the  tax,  although  cover- 
ing the  year  to  5th  April,  is  for  practical  purposes 
very  usually  regarded,  in  England  at  any  rate,  as  in 
respect  of  the  year  to  Lady  Day,  especially  in  regard 
to  allowances  for  empty  property  and  the  deduction 
of  tax  from  rent,  and  the  alteration  would  make 
little  apparent  difference. 

As  regards  Schedule  D,  profits  assessed  on  the  basis 
of  the  profits  of  prior  years  would  continue  to  be  so 
assessed,  very  few  accounts  being  made  up  to  a date 
within  the  period  April  1st  to  April  5th.  Schedule 
E liabilities  are  already  in  practice  very  largely 
calculated  on  the  basis  of  the  year  to  March  31st.  The 
change  of  year  and  duplication  of  tax  would,  in  fact, 
be  little  noticeable  except  in  such  a contingency  as  a 
cessation  or  a succession,  after  the  change,  involving 
the  calculation  of  liability  from  April  1st  instead  of 
from  April  5th.  Difficulty  would  arise,  however,  in 
the  case  of  income  taxed  by  deduction,  in  regard  to 
which,  if  it  were  considered  desirable  to  secure 
absolute  equality  of  treatment  of  different  taxpayers 
a provision  would  be  necessary  to  the  effect  that  in 
respect  of  that  proportion  of  any  rents,  dividends, 
interest  or  other  annual  payments  which  accrue  (or, 
in  the  case  of  such  payments  as  are  ordinarily  treated 
in  the  hands  of  the  recipient  as  income  of  the  year  in 
which  they  are  receivable,  are  estimated  to  accrue) 
during  the  period  April  1st  to  April  5th,  tax  should 
be  deducted  at  double  rates. 

Assuming  the  normal  rates  in  the  new  year  of  assess- 
ment (ending  on  31st  March)  to  be  6s.  in  the  £,  the 
extra  deduction  would  amount  to  ^ib'ds  of  a penny 
per  £ for  the  five  days.  But  difficulties  would  not 
end  here.  Suitable  adjustments  would  seem  to  be 
necessary  for  cases  where  the  burden  of  duplicate 
taxation  could  be  shown  to  be  abnormal.  If,  for 
instance,  exceptional  income  could  be  earmarked  as 
having  accrued  during  the  period  April  1st  to  April 
5th,  relief  from  duplicate  taxation  might  very  well  be 
claimed  down  to  the  normal  income  of  such  period. 

Similar  adjustments  would  be  required  for  Super- 
tax purposes  in  view  of  the  provision  ["section  5 (3) 
of  the  Income  Tax  Act,  1918]  whereby  income  taxed 
by  deduction  is  deemed  to  be  income  of  the  year  in 
which  it  is  receivable. 

25.072.  (91)  The  alternative  proposal  (b)  has  the 
great  advantage  of  avoiding  any  duplication  of  tax. 
Certain  other  difficulties,  however,  arise.  All  direct 
assessments  would  ordinarily  require  restriction  to 
ffsstbs  of  the  liability  on  an  annual  basis,  although 
the  point  would  probably  arise  as  to  whether  income 
is  to  be  deemed  to  arise  evenly  over  the  whole  annual 
period  in  respect  of  which  it  is  ordinarily  calculable. 

The  restriction  applied  to  assessments  ought  also  to 
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apply  equally  as  regards  exemption,  abatement,  and 
the  various  deductions  and  allowances  from  gross 
assessments,  and  the  scales  of  rates  of  both  Income 
Tax  and  Super-tax  ought  similarly  to  be  proportion- 
ately adjusted : were  this  not  done  a large  and  quite 
illogical  loss  of  revenue  would  result.  Perhaps  the 
simplest  method  of  carrying  out  proposal  (b)  would 
be  either  (i)  to  obtain  returns  and  to  assess  as  for  the 
year  to  5th  April  as  at  present,  but  to  remit  such 
proportion,  if  any,  of  the  tax  charged  as  corresponds 
to  the  last  five  days  of  the  year  (TlA‘d  in  ordinary 
cases),  or  (ii)  to  obtain  returns  and  to  assess  for  the 
year  to  31st  March,  and  to  remit  such  proportion,  if 
any,  of  the  tax  charged  as  corresponds  to  the  first 
five  days  of  the  year.  The  next  returns  and  assess- 
ments, in  either  case,  would,  of  course,  be  for  the 
year  from  April  1st  to  March  31st. 

It  would  be  necessary  to  decide  whether  Super-tax 
should  be  restricted  during  the  transition  period  in 
the  same  way  and  at  the  same  time  as  Income  Tax, 
or  whether  the  restriction  should  take  place  in  the 
year  succeeding  the  Income  Tax  year  of  transition. 

25.073.  (92)  An  alteration  of  the  date  of  termina 
tion  of  the  Income  Tax  year  to  the  31st  December, 
though  more  drastic,  might  possibly  be  given  effect  to 
along  the  lines  of  proposal  (5),  but  such  an  enlarge- 
ment of  the  period  for  remission  of  tax  would  probably 
give  rise  to  many  more  claims  for  departure  from  the 
theory  of  equal  accrual  of  income  over  the  Income 
Tax  year,  and  for  the  elimination  of  the  income  of 
the  ninety-five  days,  January  1st  to  April  6th,  on 
other  than  a pro  rata  basis.  A weighty  objection  to  the 
change  would  be  the  loss  of  revenue  involved.  Even 
if  the  whole  machinery  of  assessment  and  collection 
were  put  back  by  a quarter  to  correspond  with  the 
change  of  year,  a matter  by  no  means  free  from  diffi- 
culty, the  new  date  for  the  collection  of  the  second 
instalment,  viz.,  April  1st,  would  fall  outside  the 
financial  year,  thus  affording  no  set-off  to  the  loss 
of  the  revenue  on  ninety-five  days’  income.  Another 
considerable  objection  would  arise  as  regards  the 
assessment  of  property  under  Schedule  A,  in  view  of 
the  fact  that,  in  England,  Michaelmas  (September 
29th),  and  in  particular,  Lady  Day  (March  25th),  and 
in  Scotland,  Martinmas  (November  11th),  and  in  par- 
ticular, Whitsun  Day  (May  15th),  are  the  dates  in 
regard  to  which  rent  agreements  are  most  usually 
drawn  up  and,  further,  that  local  rates  are  calculated 
in  England  for  the  half-years  to  30th  September  and 
31st  March,  and  in  Scotland  for  the  year  to  15th 
May.  Many  practical  advantages  result  from  the 
reasonably  close  approximation  of  the  Income  Tax 
year  to  these  various  periods,  which  would  disappear 
if  the  calendar  year  were  adopted. 

25.074.  (93)  The  Board  of  Inland  Revenue  would 

wish  to  raise  no  objection  to  a change  in  the  Income 
Tax  year  if  the  interests  of  the  great  body  of  tax- 
payers would,  on  the  whole,  be  materially  served 
thereby.  The  present  span  of  the  year,  is,  no  doubt, 
an  anachronism,  but  its  disadvantages  seem  to  be 
rather  theoretical  than  practical.  Any  desire  for  an 
alteration  is  articulate  chiefly,  it  would  appear, 
amongst  the  business  community.  Seeing  that  the 
basis  of  the  charge  on  business  profits  under  the  ex- 
isting system  has  reference  to  the  “ day  ...  on 
which  the  accounts  . . . have  been  usually  made 

up  ” (Rule  applicable  to  Case  I of  Schedule  D)  it 
would  not  seem  that  any  considerable  practical  benefit 
would  accrue  to  that  community  from  an  alteration  in 
the  Income  Tax  year.  • 

25.075.  (94)  The  extent  to  which  the  present  span 
of  the  year  is  disregarded  in  practice  has  been  already 
touched  upon  in  paragraph  90.  It  is  well  known  that 
declarations  of  taxed  income,  such  as  dividends,  &c., 
for  the  purpose  of  returns  or  repayment  claims,  for 
the  year  to  March  31st,  are  accepted  if  such  a basis 
of  declaration  is  consistently  adhered  to. 

25.076.  (95)  Of  course,  the  very  argument  that 
Income  Tax  practice  so  largely  adopts  the  year  to 
31st  March  might  be  said  to  justify  a demand  that 
the  law  should  conform  to  this  practice,  and  the  Board 
of  Inland  Revenue  are  alive  to  the  force  of  this  view. 
They  also  recognize  that  it  might  possibly  prove  con- 
venient from  the  point  of  view  of  the  Exchequer  (once 
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the  change  had  been  made)  if  the  Income  Tax  year 
of  assessment  were  coincident  with  the  financial  year, 
and,  from  other  points  of  view,  with  the  co-terminous 
rating  year. 

25.077.  (96)  Such  arguments  do  not  apply  as  regards 
the  calendar  year,  and  in  view  of  the  objections  re- 
ferred to  in  paragraph  92,  in  particular  the  heavy 
loss  of  revenue  for  one  year,  amounting  to  some 
£50,000,000,  and  the  very  considerable  disturbance 
which  the  change  would  cause  both  to  the  taxpayer 
and  to  the  administration,  the  Board  would  be  very 
averse  from  recommending  such  an  alteration. 

25.078.  (97)  In  fact,  the  Board  feel  obliged  to  say 
that,  in  their  opinion,  the  case  for  any  alteration  at 
all  still  remains  to  be  proved.  The  inevitable  dis- 
turbance and  loss  of  revenue  which  would  result, 
are  such  that  before  any  alteration  can  be  justified, 
evidence  should  be  forthcoming  that  the  advantages 
of  the  proposed  change  are  real,  practical,  and 
strikingly  manifest.  So  far,  it  seems  to  them  that  no 
sufficient  evidence  to  this  effect  has  been  adduced,  nor, 
so  far  as  their  observation  goes,  is  the  desire  for  a 
change  of  the  Income  Tax  year  either  signal  or 
general,  even  amongst  the  business  community. 

IX.  Statement  of  the  taxpayer’s  total  liability. 

25.079.  (98)  Under  the  system  of  taxation  at  the 
source  it  frequently  happens  that  a taxpayer  is  liable 
to  direct  assessment  in  respect  of  part  of  his  income 
only,  the  balance  being  charged  by  deduction.  In 
these  cases  part  of  the  total  reliefs  and  allowances  to 
which  the  taxpayer  is  entitled,  may  be  made  from  the 
direct  assessment,  while  the  remainder  is  granted  in 
other  ways. 

25.080.  (99)  The  criticism  is  sometimes  made  that 
the  information  given  on  the  notices  of  assessment 
and  demand  notes  in  cases  of  this  kind  is  insufficient 
to  enable  the  taxpayer  to  understand  how  his  total 
liability  has  been  computed  and  to  check  the  calcula- 
tion. 

25.081.  (100)  Possibly  this  difficulty  is  greatest 
where  part  of  the  income  is  derived  from  house 
property  or  land,  the  tax  on  which  is  paid  by  the 
tenant  and  recovered  by  him  on  payment  of  his  rent. 

25.082.  (101)  In  this  connection  three  suggestions 
have  been  made  which  seem  to  call  for  special  notice. 

It  has  been  proposed : — 

(а)  that  the  first  demand  notes  for  Income  Tax 

under  Schedule  A should  be  so  constructed 
and  filled  in  as  to  show  clearly  both  the 
gross  liability  and  the  net  liability  ,after 
the  grant  of  allowances ; 

(б)  that  the  notice  given  where  a charge  under 

Schedule  A has  been  reduced  should  give 
full  particulars  of  the  adjustment;  and 
(c)  that  where  the  whole  tax  on  a property  is 
remitted  on  account  of  the  allowance  of 
some  abatement  or  kindred  relief,  the  tax- 
payer should  receive  an  explanatory  notice 
to  that  effect. 

25.083.  (102)  It  is  not  the  practice  to  include  in  the 
Schedule  A demand  note  particulars  of  an  allowance 
made  on  account  of  the  taxpayer’s  title  to  abatement. 
The  practice  could  be  altered,  but  seeing  that  these 
abatements  usually  remain  constant  from  year  to 
year,  it  is  for  consideration  whether  the  alteration, 
which  would  involve  a large  increase  of  clerical  work, 
is  necessary. 

Apart  from  this,  the  normal  procedure  now  in 
operation  largely  conforms  to  that  suggested  at  (a) 
and  ( b ) above.  The  fact,  rather,  is  that  the  pressure 
of  war  conditions  has  so  far  prevented  the  normal 
procedure  from  being  universally  followed  by  Collec- 
tors of  Taxes.  The  multiplication  of  reliefs  during 
the  war  period  has  given  importance  to  the  matter, 
and  a revision  of  the  forms  designed  to  secure  that 
all  allowances  made  are  clearly  set  out  would  be 
advantageous. 

25.084.  (103)  The  procedure  suggested  at  (c)  is  not 
at  present  followed : its  adoption  could  be  arranged. 


25.085.  (104)  The  suggestions  made  are,  however, 
subject  to  an  overriding  consideration  which  prompts 
a doubt  whether  they  would,  of  themselves,  even  if 
fully  carried  out,  suffice  to  achieve  the  ends  desired. 
It  is  this  consideration  combined  with  the  pressure 
of  war  conditions  and  the  shortage  of  tiained  staff 
which  has  led  the  Board  of  Inland  Revenue  to  defer 
the  question  of  making  improvements  in  the  existing 
machinery  in  the  directions  indicated.  The  point  is 
this.  The  insertion  of  detailed  particulars  on  the 
Schedule  A demand  note  is  not  always  an  effective 
means  of  conveying  those  particulars  to  the  owner 
who  bears  the  tax.  In  a large  proportion  of  cases  the 
demand  note  is  issued  to  the  tenant  who  pays  the 
tax  and  recovers  it  from  the  landlord:  he  may  or 
may  not  transmit  the  demand  note  to  the  landlord 
who  is  the  person  primarily  concerned  with  any 
details  it  contains. 

25.086.  (105)  For  this  reason  these  suggestions 
really  raise  the  larger  question  whether  arrangements 
should  be  made  for  giving  each  year  to  each  taxpayer 
who  renders  a statement  of  his  total  income  for  Income 
Tax  purposes  a single  document  giving  a classified  list 
showing  the  amounts  of  all  assessments  made  upon 
him,  with  particulars  of  the  deductions  and  allowances 
made  from  such  assessments  to  date  in  order  to  arrive 
at  the  net  amounts  upon  which  Income  Tax  is  payable. 

The  addition  to  such  a statement  (a)  of  the  amount 
of  income  from  investments  taxed  at  the  source 
together  with  the  amount  of  tax  deducted  therefrom 
(information  which  could  sometimes  but  not  invariably 
be  given  accurately  by  the  Inland  Revenue  Depart- 
ment), and  (b)  of  particulars  of  charges  reducing  the 
amount  of  the  income  and  of  Income  Tax  recoverable 
by  deduction  therefrom  (which  could  usually  be  in- 
serted, provided  a detailed  statement  of  his  income 
had  been  furnished  by  the  taxpayer)  would  lead  up  to 
the  net  total  amount  of  the  taxpayer’s  income  and 
the  total  amount  of  tax  payable  thereon.  It  would, 
of  course,  be  necessary  to  make  it  clear  to  the  tax- 
payer (i)  that  any  statement  so  furnished  to  him  would 
be  informative  only,  and  would  not  have  the  effect 
(if  not  objected  to)  of  precluding  him  from  claiming 
any  further  reliefs  to  which  he  might  (in  law)  be 
entitled  or  of  preventing  the  Revenue  from  correcting 
any  errors  in  the  assessments  which  might  subse- 
quently be  discovered,  and  (ii)  that  the  taxpayer  would 
remain  liable  to  make  a return  of  any  income  omitted 
to  be  charged,  subject  to  the  statutory  penalties  for 
neglecting  to  do  so. 

25.087.  (106)  The  Board  feel  themselves  precluded 
from  recommending  this  course  outright — unless  it  be 
shown  to  be  absolutely  necessary — because  of  the 
labour  and  risk  of  error  it  involves,  and  the  conse- 
quent necessity  for  a considerable  increase  in  their 
staff  for  this  special  purpose  at  a time  when  limitation 
of  staff  within  the  narrowest  possible  limits  is  essen- 
tial on  general  public  grounds. 

25.088.  (107)  The  Board  are  disposed  to  think  that 
every  taxpayer  who  has  made  a statement  of  his  total 
income  for  Income  Tax  purposes  should  receive  such 
a document,  if  he  requires  it,  but  that  a large  pro- 
portion of  taxpayers  do  not,  in  fact,  require  it,  while 
a further  proportion  would  desire  it  only  occasionally, 
and  they  suggest,  therefore,  that  the  position  would 
be  best  met  by  conferring  upon  taxpayers  a statutory 
right  to  receive  such  a document  on  application. 
Even  this  provision  may,  however,  necessitate  a con- 
siderable expenditure  of  public  money. 

X.  Income  Tax  in  relation  to  weekly  wage-earners 
EMPLOYED  BY  WAY  OF  MANUAL  LABOUR. 

25.089.  (108)  Numerous  suggestions  have  been  made 
to  the  Royal  Commission  for  the  collection  of  Income 
Tax  from  weekly  wage-earners  by  a system  of  com- 
pulsory deduction  from  wages.  The  collection  of  the 
tax  at  the  source  from  weekly  wage-earners  is  put 
forward  in , the  evidence-in-chief  of  Councillor  J ames 
Walker  and  Mr.  Hugh  Lyon,  on  behalf  of  the  Parlia- 
mentary  Committee  of  the  Scottish  Trades  Union 
Congress  (questions  18,937 ; 18,980,  et  seq.). 
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25.090.  (109)  From  the  point  of  view  of  the  Inland 
Revenue,  the  suggestion  that  tax  should  be  deducted 
at  the  source  from  wages  would,  if  practicable,  have 
many  advantages.  The  history  of  this  subject  since 
the  exemption  limit  was  lowered  to  £130  in  1915, 
however,  is  not  such  as  to  encourage  the  Board  to 
support  the  proposal  at  the  present  moment. 

25.091.  (110)  The  Bill  which  became  law  as  the 
Finance  (No.  2)  Act,  1915,  contained,  when  intro- 
duced, a clause  providing  that  if  the  weekly  wage- 
earner  failed  to  pay  the  tax  due  from  him  his  em- 
ployer should  be  empowered  to  deduct  the  amount 
from  his  wages  and  pay  it  over  to  the  Revenue. 
When  that  clause  came  up  for  consideration  on  the 
Committee  Stage  of  the  Bill,  a storm  of  protest  arose, 
both  from  employers  and  from  workmen,  and  the 
Chancellor  of  the  Exchequer  agreed  to  ascertain  the 
views  of  all  parties  affected  at  a representative  con- 
ference to  be  summoned  by  him.  The  conference  took 
place  on  the  3rd  December,  1915,  when  the  representa- 
tives of  the  employees  advocated  the  direct  assessment 
of  the  individual  weekly  wage-earner,  as  is  the  case 
with  other  classes  of  industrial  employees,  and  ex- 
pressed their  entire  disapproval  of  any  scheme  which 
would  result  in  disclosure  to  an  employer  of  a work- 
man’s private  affairs.  The  attitude  of  the  employers 
was  understood  to  be,  that  to  make  them  tax-col- 
lectors in  respect  of  wages  paid  would  lead  to  friction 
between  them  and  their  employees.  On  the  Report 
Stage  of  the  Bill,  the  Chancellor  of  the  Exchequer 
informed  the  House  that,  after  long  discussion  at  the 
conference,  the  conclusion  had  been  come  to  that, 
on  the  whole,  the  most  satisfactory  method  for  both 
parties  would  be  to  omit  the  above-mentioned  clause 
altogether. 

25.092.  (Ill)  In  order  to  avoid  disclosure  of  per- 
sonal circumstances  to  the  employer  it  has  been 
suggested  that  a deduction  from  wages  should  be 
made  at  a rate  bearing  some  proportion  to  the  amount 
of  the  wages,  as  a payment  on  account  of  the  wage- 
earner’s  liability,  leaving  the  settlement  of  the  final 
liability  to  be  arranged  with  the  Surveyor  of  Taxes 
by  reference  to  a return  of  total  income,  and  a 
balance  of  tax  to  be  paid  or  repaid  according  to  the 
result  of  such  a settlement.  In  the  Board’s  opinion 
this  proposal  is  full  of  practical  difficulties.  In  the 
case  of  a bachelor,  liability  may  commence  as  soon  as 
the  income  exceeds  £130  a year.  In  the  case  of  a 
married  man  with  three  children  the  effective  liability 
does  not  begin  until  the  income  exceeds  £260  a year. 
For  the  year  1918-19  1,940,000  persons  (the  great 
majority  of  whom  were  weekly  wage-earners)  with 
incomes  exceeding  £130  were  entirely  relieved  from 
Income  Tax  owing  to  the  operation  of  the  personal 
allowances.  If  deduction  for  tax  had  been  made  from 
wages  in  cases  of  this  class  there  would  have  been  an 
over-payment  in  every  case,  and  in  the  Board’s 
opinion,  an  acute  and  widespread  sense  of  hardship 
would  have  arisen. 

25.093.  (112)  It  will  also  be  evident  that,  in  addi- 
tion to  the  cases  in  which  no  tax  at  all  is  payable 
owing  to  the  operation  of  the  personal  allowances,  the 
amount  of  the  tax  remaining  payable  in  a number  of 
other  cases  must  fluctuate  very  widely.  In  these  cir- 
cumstances the  Board  consider  that  the  deduction  of 
Income  Tax  on  a basis  which  relates  the  rate  of  tax 
to  the  wages  paid  and  not  to-  the  personal  circum- 
stances of  the  taxpayer  would  be  unworkable. 

25.094.  (113)  The  suggestion  has  also  been  made 
that  weekly  wage-earners,  in  common  with  other  em- 
ployees, should  be  assessed  on  a uniform  basis,  viz., 
their  earnings  during  the  preceding  year.  The  basis 
of  assessment  of  weekly  wage-earners  and  the  method 
or  payment  of  the  tax  were  settled  with  the  principal 
object  of  introducing  a system  which  would  be  con- 
venient to  the  working  man.  It  was  considered  that 

is  habits  of  life  were  such  that  it  would  be  more 
convenient  to  him  to  pay  a small  sum  every  quarter 
ra  ler  than  a larger  sum  at  longer  intervals.  More- 
over, it  was  felt  that  an  assessment  made  upon  his 
earnings  quarter  by  quarter,  followed  by  payment 
or  the  tax  immediately  after  the  end  of  each  quarter 
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would  be  easier  for  him  than  an  annual  assessment 
as  in  the  case  of  other  taxpayers.  It  may  be  argued 
that  there  is  in  the  result  some  small  differentiation 
in  the  treatment  of  weekly  wage-earners  as  compared 
with  other  taxpayers,  but  it  is  rather  a theoretical 
than  a practical  difference.  The  Board  see  no  reason 
to  revise  their  view  that  the  present  system  is,  on  the 
whole,  more  acceptable  to  wage-earners,  and  on  this 
ground  they  suggest  that  no  alteration  should  be 
made.  In  making  this  suggestion  they  desire  to  point 
out  that  if  regard  were  had  to  purely  departmental 
considerations,  they  would  place  considerable  stress 
upon  the  saving  of  time  and  labour  which  would  be 
involved  in  collecting  tax  from  weekly  wage-earners 
at  half-yearly  instead  of  quarterly  intervals.  In 
their  view,  however,  these  advantages  are  more  than 
balanced  by  the  other  considerations  to  which 
reference  has  been  made. 

XI.  Deduction  op  Income  Tax  from  salaries  and 

WAGES. 

25.095.  (114)  In  the  evidence  given  before  the  Royal 
Commission  on  behalf  of  the  British  Association  for 
the  Advancement  of  Science  (question  1472),  it  was 
suggested  that  an  extension  of  the  system  of  deduction 
of  Income  Tax  might  be  made  to  salaries  and  wages 
generally,  and  Mr.  C.  W.  Crook  (question  5732)  stated 
that  teachers  would  prefer  that  Income  Tax,  in  their 
case,  should  be  deducted  quarterly  from  their  salaries, 
as  is  the  case  with  civil  servants. 

The  Board  offer  no  objection  in  principle  to  the 
deduction  of  Income  Tax  from  wages  or  salaries  at 
the  source,  on  the  understanding  that  the  amount 
to  be  deducted  is  (as  in  the  case  of  Government  em- 
ployees, &c.)  the  actual  amount  of  tax  due  from  the 
employee.  The  Board  have,  however,  already 
indicated  the  practical  considerations  which  arise 
in  the  case  of  weekly  wage-earners  (paragraphs  110 
to  112),  and  as  regards  other  classes  of  employees, 
they  feel  that  the  objection  which  a considerable 
number  of  persons  feel  to  their  personal  circum- 
stances being  made  known  to  their  employers,  is  a 
serious  obstacle  in  the  way  of  making  general  the 
deduction  of  Income  Tax  from  salaries  and  wages. 
On  the  whole,  the  Board’s  opinion  is  that  the  present 
system  under  which  the  employer  is  required  to 
furnish  particulars  of  the  emoluments  paid  to  his 
employees,  and  the  employee  is  assessed  directly  in 
respect  of  his  liability,  is  the  better,  and  they  do 
not  recommend  that  a change  should  be  made. 

XII.  Miscellaneous. 

25.096.  (115)  The  Board  associate  themselves  with 
the  suggestions  made  by  Mr.  G.  F.  Howe,  the 
Presiding  Special  Commissioner  of  Income  Tax,  on 
the  following  matters  relating  to  the  subjects  of  this 
evidence : — 

(a)  jurisdiction  of  the  Special  Commissioners  to 

deal  with  reliefs,  &c.,  dependent  on  total 
income  in  so  far  as  they  arise  in  connec- 
tion with  assessments  and  applications  as 
regards  which  the  Special  Commissioners 
have  jurisdiction  (questions  13,421-4); 

( b ) extension  of  the  time  for  giving  notice  of 

desire  to  be  assessed  by  the  Special  Com- 
missioners (questions  13,428-30) ; 

(c)  jurisdiction  of  the  Special  Commissioners  to 

deal  with  applications  under  No.  3 of  the 
Miscellaneous  Rules  applicable  to  Schedule 
D in  cases  in  which  those  Commissioners 
made  the  assessments  (questions  13,439- 
40); 

(d)  the  practice  in  cases  where  appeals  are  made 

to  the  Special  Commissioners  against  an 
assessment  made  by  the  Local  Com- 
missioners (questions  13,446-8) ; 

(e)  the  making  of  Schedule  D and  E assessments 

in  Ireland  (questions  13,477-81),  except 
that  the  Board  consider  that  it  is  not 
necessary  that  the  date  for  hearing  appeals 
should  be  notified  to  all  persons  assessed — 
whether  such  persons  wish  to  appeal  or 
not. 
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25.097.  (116)  The  Board  also  associate  themselves 
ivith  the  suggestion  of  Mr.  Howe  (question  13,815) 
and  Dr.  G.  E.  Haslip  (question  16,441  (3)  (c)),  that 
the  allowance  for  wear  and  tear  of  machinery  and 
plant  should  extend  to  professions  as  well  as  to 
trades. 

25.098.  (117)  It  has  been  suggested  that  where 
enquiries  are  issued  to  the  public  by  the  officers  of 
the  Board  of  Inland  Revenue  in  such  a form  as  to 
require  a reply  on  the  enquiry  sheets,  it  would  be 
a great  convenience  if  such  enquiries  were  issued  in 
duplicate,  so  that  the  taxpayer  could  retain  one 
copy  for  filing  purposes  and  convenience  of  reference. 
The  Board  fully  recognize  the  desirability  of  this 
procedure  and  will  take  steps  to  carry  it  out  as  soon 
as  practicable.  It  is  a question  of  office  organisation 
and  equipment,  and  the  Department  has  yet  to  re- 
cover fully  from  the  effects  of  the  war  period. 

25.099.  (118)  The  Board  associate  themselves  with 
the  suggestion  of  Mr.  R.  N.  Carter  (question  3213) 
that  it  is  desirable  that  a tenant  deducting  Income 
Tax  from  his  rent  should  be  required,  when 'making 
the  deduction,  to  produce  to  his  landlord  the  receipt 
for  the  tax  paid. 

25.100.  (119)  Several  witnesses  have  suggested  that 
departmental  instructions  to  Surveyors  of  Taxes 
should  be  made  public  (see,  for  instance,  questions 
7707,  8195—8  and  8291  (2)).  Witnesses  who  have  made 
this  suggestion  have  probably  not  had  fully  present 
to  their  minds  the  consideration  that  the  authority 
for  determining  liability  to  Income  Tax  in  individual 
cases  is  not  the  Board  of  Inland  Revenue,  but  con- 
sists, according  to  law,  of  the  various  bodies  of 
Commissioners  of  Taxes.  The  decisions  of  these  Com- 
missioners on  particular  cases  arising  in  their 
respective  districts  are,  of  course,  limited  to  the 
cases  which  they  review.  But  so  far  as  the  Board  are 
concerned,  they  are  not  empowered  to  issue  binding 
decisions  of  general  application  in  the  same  way  as 
decisions  may  perhaps  be  issued  by  the  central 
authority  in  certain  other  countries  where  the  law 
relating  to  the  ascertainment  of  liability  to  Income 
Tax  is  quite  different. 

Like  other  Public  Departments,  the  Board,  in  the 
course  of  the  exercise  of  their  functions,  issue  in- 
structions to  their  officers  from  time  to  time.  In  the 


judgment  of  the  Board  it  would  be  impossible  to 
carry  on  public  business  satisfactorily  if  they  were 
placed  under  an  obligation  to  make  such  instructions 
public. 

25.101.  (120)  Mr.  H.  Lakin-Smith  (question  7711) 
suggested  that  all  public  bodies  should  give  full  in- 
formation as  regards  Income  Tax  treatment  on  the 
counterfoils  attached  to  interest  and  dividend 
warrants,  including  cases  where  dividends  are  paid 
“ free  of  tax.”  He  also  suggested  that  counterfoils 
should  be  issued  compulsorily  in  every  case.  The 
Board  think  it  would  be  of  considerable  advantage 
to  taxpayers,  and  also  that  it  would  save  depart- 
mental time  and  labour,  if  the  first  suggestion  were 
adopted,  but  the  matter  is  primarily  one  which  affects 
companies  and  their  shareholders  rather  than  the 
Inland  Revenue  Department. 

With  regard  to  the  suggestion  that  counterfoils 
should  be  issued  compulsorily  in  all  cases,  it  is  desir- 
able, in  the  Board’s  view,  that  every  person  making 
a payment  to  another  person  from  which  the  former 
is  entitled  to  deduct  Income  Tax  on  payment  should 
be  under  a legal  obligation  to  furnish  the  recipient 
with  a statement  showing  the  gross  amount  of  the 
payment,  the  amount  of  Income  Tax,  if  any, 
deducted,  and  the  net  payment,  and  also  a certificate 
that  the  amount  of  tax  deducted  has  been  or  will 
be  paid  over  to  the  Revenue.  Although  in  the  great 
majority  of  cases  this  is  already  done,  it  occasionally 
happens  that  a person  receiving  a payment  subject 
to  the  deduction  of  tax  is  required  to  pay  a small  fee 
for  such  a certificate.  This,  in  the  Board’s  judgment, 
should  be  prohibited. 

25.102.  (121)  Sir  James  Martin  (question  6114) 
suggested  that  any  person  who  commences  any  trade 
or  occupation  should  be  called  upon  to  give  notice  to 
the  authorities  in  order  to  enable  the  question  of 
his  Income  Tax  liability  to  be  dealt  with.  The  Board 
consider  that  this  suggestion  would  be  of  little 
practical  utility.  The  fact  that  a person  has  set 
up  a business  is  usually  well  known  locally,  and  his 
name  comes  under  review  for  Income  Tax  purposes. 
Numerous  small  traders  are  exempt  from  Income  Tax, 
and  the  suggested  notifications  would  lead  to  a great 
deal  of  unprofitable  labour  being  undertaken  in  such 
cases. 


25,103.  ANNEXE  I. 


Copy. 

16,  Kennedy  Street, 

Manchester. 

July  12th,  1919. 

Dear  Sirs, 

In  further  reference  to  the  evidence  which  I gave  before  the  Commission  I now  beg  to  enclose 
suggested  form  of  return  with  proposal  for  short  note  to  accompany  the  same. 

The  claims  for  Life  Insurance,  children,  etc.,  would,  of  course,  have  to  appear  upon  the  form, 
but  it  would,  to  my  mind,  be  simpler  to  incorporate  the  declaration  in  each  case  into  the  headline 
thus  : — 


“ Claim  for  allowance  in  respect  of  Life  Insurance  premiums,  such  premiums  not 
having  been  deducted  in  arriving  at  the  profits  entered  on  this  form,  and  not  claimed 
from  any  other  assessment,” 

and  then  a general  statement  at  the  bottom  of  the  form  : — 

“ I claim  allowances  as  stated  above.” 

The  gist  of  my  suggestion  iB  that  page  2 becomes  incorporated  into  page  3,  in  a manner  which,  1 
venture  to  think,  should  be  pretty  well  understood  by  any  one  who  was  really  desirous  of  filling  up 
a correct  return. 

With  the  statement  at  the  top  of  the  “ Notes  ” that  a sheet  of  amplified  notes  would  be  furnished 
on  application,  no  one  could  say  that  he  had  not  been  properly  assisted  by  the  Crown. 

It  would  probably  be  considered  necessary  to  make  a general  statement  on  the  “Notes”  that  the 
form  was  returnable  under  penalty,  and  that  there  was  a penalty  for  making  improper  claims. 


The  Royal  Commission  on  Income  Tax, 

2,  Queen  Anne’s  Gate  Buildings, 

Westminster,  London,  S.W.  1. 
E.  CLARK,  Esq.,  Secretary. 


Yours  faithfully, 

(Sd.)  ROGER  N.  CARTER. 


Where  there  is  no  Income  under  any  head  the  word  “ none  ” 
must  be  inserted. 
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25,104.  INCOME  TAX  SCHEDULE  D. 

Year  Ending  5th  April,  1920. 


To  Mr. 


To  be  returned  to Assessor 

within  21  days.  Any  information  desired  will  be  furnished  by  the  Surveyor 

of  Taxes 


Income  to  be  Assessed. 

1.  Profit  or  salary  (on  average  of  past  3 years)  of  occupation  carried  on  at 


£ 


2.  ( a ) Bank  Interest  

(i b ) Interest  on  Government  securities  not  taxed  by  [ Amount  received  in  year 

deduction  [ ending  5th  April,  1919 

(c)  Other  Interest  not  taxed  by  deduction J 

3.  Interest  (of  a fixed  amount)  from  Colonial  and  Foreign  securities  not  taxed 

by  deduction  (amount  to  be  received  in  year  ending  5th  April,  1920, 
whether  received  in  United  Kingdom  or  not)  

4.  Interest  (on  fluctuating  amount)  from  Colonial  or  Foreign  possessions  not 

taxed  by  deduction  (average  of  past  3 years  whether  received  in 
United  Kingdom  or  not)  

5.  Profit  from  occupation  of  land 

6.  Other  untaxed  Income  (specifying  same) 

7.  Wife’s  income  falling  under  any  of  above  heads  (specifying  same)  


Total  to  be  Assessed. 

Income  to  be  added  in  order  to  show  Total  Income  from  all  sources  if 
Exemption,  Abatement  or  Reduction  of  tax  is  claimed  ... 

8.  Profit  or  Salary  assessed  in  other  districts  (specifying  same)  ..  

9.  Annual  value  of  property  as  assessed  £ 

Less  charges  thel’eon  


10.  Interest  or  dividends  taxed  by  deduction  (the  gross  amount  before  deduction 

of  tax  receivable  in  the  year  to  5th  April,  1920)  ...  • •• 

11.  Wife’s  Income  : — 

Amount  falling  under  heads  .....(8)  to  (10) 

Deduct  Annual  charges  not  included  in  No.  9 

Total  net  Income  £ 


declare,  etc. 
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If  the  taxpayer  is  liable  to  the  full  rate  of  tax, 
all  items  after  No.  7 may  be  left  blank. 
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25,105.  Notes,  Explanations  and  Instructions  in  regard  to  the  Return  op  Income  for  Assessment. 


A Sheet  of  amplified  Notes  and  Explanations  will  be  furnished  on  application  to  any 
Surveyor  of  Taxes. 


1.  Profits  of  Trades , Profession , Employment  or  Vocation. — Where  income  is  derived  from  the 
exercise  of  any  business,  profession  or  employment,  attention  is  particularly  directed  to  the  fact  that 
the  amount  of  income  to  be  returned  for  Assessment  for  any  given  year  is  neither  the  actual  income 
of  that  year,  nor  the  income  which  a person  expects  to  make  in  that  year,  but  is  a “ statutory  ” income, 
of  which  the  amount  is  to  be  computed  from  actual  ascertained  figures.  These  are  the  figures  shown 
by  the  accounts  of  the  business  or  profession  for  the  three  years  immediately  preceding  the  year  for 
which  a return  has  to  be  made,  or  the  earnings  of  the  employment  for  a similar  period,  and  the  com- 
putation from  them  is  to  be  made  according  to  prescribed  rules,  of  which  the  following  is  an 
abstract : — 

RULES  FOR  CALCULATING  PROFITS. 

The  tax  extends  to  the  profits  of  all  trades,  &c.,  carried  on  in  the  United  Kingdom  by  any  person 
whatsoever,  whether  a British  Subject  or  not,  and  wheresoever  residing  ; and  also  to  the  profits  of 
trades,  &c.,  carried  on  elsewhere  than  in  the  United  Kingdom,  if  carried  on  by  persons  residing  in  the 
United  Kingdom. 

Average. — The  amount  of  profits  is  to  be  computed  on  an  Average  of  the  Three  Preceding  Years 
ending  either  on  the  date  prior  to  the  5th  day  of  April,  1919,  to  which  the  annual  accounts  have 
been  usually  made  up,  or  on  the  5th  day  of  April,  1919  : 

Or,  if  the  trade,  etc.,  has  been  commenced  within  the  three  preceding  years,  on  an  average 
from  the  period  of  commencement ; 

Or,  if  commenced  within  the  year  of  Assessment,  the  profits  are  to  be  computed  according 
to  the  best  of  your  knowledge  and  belief,  and  the  basis  on  which  the  amount  has  been 
computed  should  be  stated. 

In  computing  the  profits  upon  which  the  average  is  to  be  taken — 

Deductions  are  Allowed — 

For  all  disbursements  or  expenses  wholly  and  exclusively  laid  out  for  the  purposes  of  the 
trade,  etc.,  also  for  bad  debts,  E.P.D.,  and  replacements  of  obsolete  plant.  A person  occupying  his 
own  premises  is  also  entitled  to  deduct  the  full  annual  value  of  the  same.  In  cases  where  a dwelling- 
house  is  partly  used  for  a business  not  more  than  two-thirds  of  the  rent  may  be  deducted. 

Where  a clergyman  or  minister  pays  rent  for  a dwelling-house,  or  is  in  occupation  of  a dwelling- 
house,  but  pays  no  rent  therefor,  and  uses  any  part  of  such  house  mainly  and  substantially  for  the 
purposes  of  his  duty  as  a clergyman  or  minister,  a corresponding  part  of  the  rent  or  annual  value  of 
the  house,  not  exceeding  one-eighth  may  be  claimed  as  an  expense.  Any  amount  so  claimed  should 
be  specifically  shewn. 

No  Deductions  are  Allowed — 

For  Income  Tax  paid. 

For  any  interest  on  Capital  or  any  annual  interest,  &c. 

For  any  sums  paid  as  Salaries  to  proprietors,  or  for  drawings  by  proprietors  or  for 
maintenance  of  his  family. 

For  any  sums  expended  in  improvement  of  premises  or  written-off  for  depreciation  of  land, 
buildings,  or  leases. 

Wear  and  tear  must  be  specifically  claimed  for  and  will  be  allowed  off  the  average  profit  and 
must  not  be  deducted  in  arriving  at  the  average — see  paragraph  2. 

2.  Wear  and  Tear , &c.,  of  Machinery  and  Plant  used  for  the  Purposes  of  a Trade. — Where 
the  machinery  or  plant  belongs  to  the  trader,  or  is  so  let  to  him  that  he  is  bound  to  maintain  and 
deliver  it  over  in  good  condition,  an  allowance  may  be  claimed  for  diminished  value  of  the 
machinery  or  plant  by  reason  of  wear  and  tear,  or  by  reason  of  any  machinery  or  plant  being 
temporarily  out  of  use  at  any  time  during  the  year  through  circumstances  attributable  directly  or 
indirectly  to  the  present  war. 

Where  rent  is  paid  for  the  use  of  machinery  or  plant,  and  the  burden  of  maintaining  and 
restoring  it  falls  upon  the  Lessor,  no  deduction  for  wear  and  tear,  &c.,  is  allowable  to  the  Lessee. 

3.  Income  of  Married  Women. — The  income  of  a married  woman  living  with  her  husband  is,  by 
the  Income  Tax  Acts,  usually  deemed  to  be  his  income  for  the  purpose  of  Assessment,  and  in  any  oase 
the  income  of  Husband  and  Wife  must  be  aggregated  except  where  the  wife  has  earnings  of  her  own. 

4.  Total  Exemption  is  allowed  when  the  income  from  all  sources  does  not  exceed  £130. 


5.  Abatements  are  allowed  as  follow  : — 

£l20  when  the  income  from  all  sources  exceeds  £130  but  does  not  exceed  £400. 
£100  „ „ „ „ £400  „ „ £600. 

£70  „ „ „ „ £600  „ „ £700. 
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6.  When  the  income  from  all  sources  does  not  exceed  £2,500  Reduced  Rates  of  Tax  are  allowed 
in  respect  of  “ Earned  ” income,  and  if  the  income  from  all  sources  does  not  exceed  £2,000,  reduced 
rates  are  also  allowed  in  respect  of  any  “ Unearned  ” income. 

Where  reduction  of  rate  of  tax  is  due  on  unearned  income  already  taxed  by  deduction  at  the  full 
rate,  c.g.,  dividends,  mortgage  interest,  &c.,  the  relief  due  will  be  allowed  as  far  as  possible  as  a 
set-off  against  the  tax  chargeable  on  the  untaxed  income. 

Where  the  relief  is  due  in  respect  of  property,  the  assessment  on  the  property  will  be  at  the 
appropriate  rate  or  rates  of  tax.  An  owner  may,  if  he  desires,  make  application  for  the  tax  on  any 
property  to  be  recovered  from  him  instead  of  from  his  tenant  (without  prejudice,  however,  to  the 
right  of  ultimate  recovery  upon  the  property).  Any  such  application  should  be  made  before  the 
31st  July  in  the  first  year  for  which  it  is  intended  to  take  effect,  upon  a form  to  be  obtained  for  the 
purpose  from  the  Surveyor  of  Taxes. 

7.  Where  owing  to  the  fact  that  the  total  Income  of  a person  exceeds  a certain  limit  (a)  he 
ceases  to  be  entitled  to  any  exemption  or  abatement,  or  (b)  he  becomes  entitled  to  a reduced 
exemption  or  abatement,  or  (c)  he  is  liable  to  pay  tax  at  a higher  rate — an  allowance  will  be  made,  if 
necessary,  on  completion  of  the  appropriate  Sections  of  pages  3 and  4 of  the  Form  No.  11,  so  that  the 
total  tax  payable  does  not  exceed  the  sum  of  the  following  amounts  : — 

(a)  The  amount  of  Tax  which  would  have  been  payable  if  his  total  income  had  reached,  but  had 

not  exceeded  that  limit. 

(b)  The  amount  by  which  his  total  Income  exceeds  that  limit. 

8.  Soldiers,  Sailors,  Airmen,  Seamen , &c. — In  the  case  of  (a)  a person  who  has  served  during  the 
year  as  a member  of  any  of  the  naval  or  military  forces  of  the  Crown,  or  of  the  Air  Force,  or  in 
service  of  a naval  or  military  character,  in  connection  with  the  present  war  for  which  payment  is 
made  out  of  money  provided  by  Parliament,  or  in  any  work  abroad  of  the  British  Red  Cross  Society 
or  the  St.  John  Ambulance  Association  or  any  other  body  with  similar  objects,  or  (b)  a person 
serving  during  the  year  for  not  less  than  three  months  as  master  or  a member  of  the  crew  of 
any  ship  or  fishing  boat — total  exemption  may  be  claimed  when  the  income  from  all 
sources  does  not  exceed  £160,  or  an  abatement  of  £160  when  the  income  does  not  exceed  £300. 
Special  rates  of  tax  are  applicable  to  the  pay  in  connection  with  any  such  service. 


25,106.  ANNEXE  H. 

LIMITS  OF  TIME  FOR  CLAIMING  VARIOUS  INCOME  TAX  RELIEFS. 


Nature  of  relief. 

Time  limit  for 
application. 

Income  Tax  Act,  1918, 
section 

Relief  in  respect  of  diminution  of  profits  due 

Within  or  at  the  end  of 
the  year  of  assessment. 

43. 

Adjustment  of  assessment  in  the  case  of  new 

At  the  end  of  the  year 

Schedule  D,  Cases  I and 

concerns. 

of  assessment. 

II,  Rule  8 (1). 

Relief  where  profits  from  occupation  of  land 
fall  short  of  assessment. 

At  the  end  of  the  year 
of  assessment. 

Schedule  B,  Rule  6. 

Relief  in  the  case  of  cessation  of  business, 

Within  three  months 

Schedule  D,  Miscella- 

death,  bankruptcy,  &c. 

after  the  end  of  the 
year  of  assessment. 

neous  Rules,  Rule  3. 

Relief  in  respect  of  losses  in  trade,  &c. 

Within  six  months  after 
the  year  of  assessment. 

34. 

Relief  in  respect  of  rent  lost  (Ireland). 

Within  six  months  after 
the  expiration  of  the 
year  of  assessment. 

204. 

Relief  to  Life  Assurance  companies,  &c.,  in 
respect  of  expenses  of  management. 

Within  twelve  months 
after  the  expiration  of 
the  year  of  assessment 
in  respect  of  which  the 
claim  is  made. 

33. 

Relief  in  respect  of  wear  and  tear  of  machinery 

Within  twelve  months 

Schedule  D,  Cases  I and 

or  plant  let  where  the  burden  of  maintenance 
falls  upon  the  lessor. 

after  the  expiration  of 
the  year  of  assessment. 

II,  Rule  6 (5). 

Relief  from  tax  in  respect  of  income  accumu- 
lated under  trusts  subject  to  a contingency. 

Within  three  years  after 
the  end  of  the  year  of 
assessment  in  which 
the  contingency  hap- 
pens. 

25. 

Claims  for  repayment  where  a limit  is  not 
specifically  mentioned. 

Within  three  years  next 
after  the  end  of  the 
year  of  assessment  to 
which  the  claim  re- 
lates. 

41. 

[This  concludes  the  evidcnce-in-chief .] 
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25.107.  Mr.  Kerly : If  I may  say  so,  you  liave 
favoured  us  with  another  excellent  paper.  I have 
just  been  suggesting  to  my  colleagues  that,  as  your 
paper  is  substantially  in  the  nature  of  a reply  and  a 
review,  it  will  not  probably  be  considered  necessary 
that  you  should  be  examined  at  any  great  length. 

25.108.  Sir  W.  Trower : There  is  only  one  point  I 
want  to  ask  you  about.  You  recollect  that  in  Mr 
Carter’s  evidence  he  made  an  alternative  suggestion 
with  regard  to  taxation  by  employers  of  workmen  by 
a deduction,  and  the  other  alternative  suggestion 
that  can  be  made  is  that  a certain  sum  might  be 
charged  as  a flat  rate  on  the  wage-earner  and  left, 
as  his  own  property,  to  his  credit,  say,  at  his  Savings 
Bank.  This,  it  is  put  forward,  would  encourage 
thrift,  and,  incidentally,  it  would  be  his  own  money 
at  his  disposal  in  some  Post  Office  Savings  Bank  or 
Savings  Bank  arrangement,  and  liable  to  be  charged 
with  a deduction  equal  to  the  amount  of  tax  which, 
at  the  end  of  the  year,  he  is  shown  to  be  subject  to? 

• — Yes,  I remember  that  statement. 

25.109.  Have  you  considered  that  point? — Yes. 
Speaking  purely  from  a Revenue  point  of  view,  any- 
thing which  assisted  in  the  deduction  of  Income  Tax 
at  the  source  would  be  helpful  to  us  as  a principle. 
In  the  particular  case,  of  course,  it  is  something 
rather  more  than  that.  The  proposal  is,  as  I under- 
stand it,  to  set  aside  a sum  of  money  which  finally 
goes  into  a Savings  Bank,  but  may  be  drawn  on  for 
Income  Tax. 

25.110.  Yes.  In  the  case  of  either  that  alternative 
or  the  other  alternative  being  considered  with  regard 
to  the  deduction  by  employers  (the  other  alternative 
would  be  that  they  kept  it  for  a particular  purpose 
at  a flat  rate),  would  it  be  possible  for  the  Inland 
Revenue  authorities,  if  they  had  assistance  from  tiie 
employers,  to  make  them  any  allowance  for  some 
additional  clerk  or  clerks,  which  they  ought  to  have 
in  large  businesses? — It  would  require  legislation, 
but  if  the  employer  were  to  act,  if  1 may  so  put  it, 
as  a tax-collector  there  is  a precedent  in  the  Act  in 
other  circumstances  for  making  a payment ; I mean 
the  precedent  under  which  agents  of  foreign  com- 
panies and  bankers  are  allowed  a poundage  on  the 
tax  that  they  deduct  from  foreign  dividends.  If 
they  work  for  the  Inland  Revenue  there  is  a pro- 
vision for  paying  them  for  it,  and  in  principle  I see 
no  reason  why,  if  such  a system  were  introduced, 
something  should  not  possibly  be  allowed  to  an  em- 
ployer. 

25.111.  That  would  be  so,  but  would  it  militate 
against  that  suggestion  that  the  money  was  in  the 
Post  Office  Savings  Bank  at  the  disposal  of  the  work- 
man. It  could  only  be  a tentative  measure? — Yes.  I 
imagine  in  any  circumstances,  as  far  as  the  Revenue 
are  concerned,  they  could  only  remunerate  the  em- 
ployer for  what  he  did  for  the  Revenue.  If  it  became 
a question  of  remunerating  the  employer  also  for 
something  which  he  did  in  order  to  encourage  thrift, 
then  I think  my  answer  would  be  that  that  is  rather 
outside  my  province. 

25.112.  It  is  outside,  unless  it  actually  turned  out 
that  the  money  did  get  home  to  the  Revenue  ?— Yes. 
In  so  far  as  it  got  home  to  the  Revenue  I think  the 
principle  might  apply. 

25.113.  Then  I think  you  would  agree  that  it  might 
encourage  thrift  if  the  workman  had  the  Savings 
Bank  account  in  his  name,  and  that  it  would  keep 
the  money  there  for  the  purpose  of  the  Revenue,  and 
probably  one  attributes  to  the  workman  that  he 
really  does  not  object  to  pay  tax,  but  he  objects  to  the 
sum  which  he  has  to  pay  in  bulk  at  a certain  time 
being  a very  large  deduction  from  his  income?— Yes. 
His  habits  of  life  are  not  such  that  he  ordinarily  has 
a large  sum  available  at  any  one  time,  I imagine. 

25.114.  Then  on  the  question  of  the  deduction  at  a 
flat  rate,  that  raises  a difficulty,  which  might  be 
obviated  by  the  workman  having  the  power  to  draw 
on  the  account? — It  certainly  would  mitigate  the 
objection. 

25.115.  I noticed  in  your  paper  you  raised  some 

objection  to  the  flat  rate  because  of  the  allowances 
for  the  wife  and  family? Yes. 


25.116.  The  money,  would  tie  at  the  bank  as  1 
understand  the  suggestion,  if  it  is  seriously’  made 
and  if  it  should  prove  to  the  married  workman  that 
he  was  exempt,  he  could  draw  it  out  if  he  wished  or 

leave  it  there  for  other  contingencies? Yes.  ’ Of 

course,  I am  not  quite  clear  how  far  the  workman 
would  be  allowed  to  draw  on  it,  while  the  question  of 
his  liability  was  still  unsettled,  for  instance-  that 
does  not  appear,  1 think. 

25.117.  That  does  not  quite  appear  in  the  proposal 

which,  to  me,  was  a very  interesting  one? Yes-  1 

found  it  very  interesting,  if  I might  say  so.  ’ 

25.118.  Mr.  Holland-Martin : In  your  paragraph  57 
you  mention  that  it  would  be  a loss  of  revenue  in  the 
year  amounting  to  £65,000,000  if  companies  were  to 
pay  by  two  instalments? — That  is  so. 

25.119.  How  much  of  that  would  come  back  in  the 

next  year? — I think  the  whole  of  it  would  come  back 
eventually,  but  it  would  be  deferring  the  collection 
for  six  months.  Of  course,  it  would  be  a permanent 
deferment;  it  would  always  be  six  months  later  than 
it  is  at  present;  and,  therefore,  in  the  year  in  which 
you  made  the  change  that  £65,000,000  would  drop 
out  of  that  particular  year’s  revenue  altogether.  In 
the  next  year,  of  course,  we  should  get  that 
£65,000,000,  and  another  £65,000,000  due  to  the  other 
instalment,  but  again  another  £65,000,000  would  go 
over  into  the  next  year  beyond  that,  so  that  we  should 
always  be  late  by  six  months  in  collecting  this 
£65,000,000.  * 

25.120.  Is  that  to  be  a permanent  bar  to  certain 
changes,  that  there  would  be  a drop?— I am  afraid 
that,  at  any  rate  in  the  present  financial  conditions 
of  the  country,  it  would  almost  be  an  insuperable 
obstacle. 

25.121.  You  must  start  the  year  with  a surplus?— 
That  is  how  it  strikes  me. 

25.122.  Mr.  Walker  Clark : In  paragraphs  16  to  21 
you  deal  with  a compulsory  return  of  total  incomes. 

1 take  it  you  see  no  sufficient  reason  for  any  greater 
.egal  powers  being  given  to  the  Department  than  it 
now  possesses? — In  that  respect  that  is  so;  I think 
we  have  all  we  need  in  that  respect. 

25.123.  The  inquisitorial  powers  of  your  own  In 
spectors  are  quite  sufficient  to  deal  with  it?-  I am 
not  quite  sure  whether  we  are  not  a little  at  cross 
purposes.  All  I mean  to  suggest  is  this,  that  at 
present  we  are  able  to  get  a return  of  total  income 
from  everybody  except  that  small  section  of  people 
whose  incomes  lie  between  £2,000  and  £2,500,  and 
whose  income  is  wholly  unearned.  With  that  excep- 
tion we  get  our  return  already,  and  wo  do  not  par- 
ticularly need  a return  from  that  small  section  for 
our  purposes ; that  is  all  I meant  to  say. 

25.124.  The  point  rather  has  been  raised  that  there 
are  some  lvho  avoid  taxation,  because  it  is  not  obli- 
gatory on  every  citizen  to  furnish  a return  of  income 
if  he  is  assessable? — I think  that  is  a misapprehen- 
sion. We  can  call  upon  anybody  to  furnish  a return 
of  income  if  he  is  assessable. 

25.125.  You  can  call  upon  him? — And  we  can 
enforce  it  by  penalties,  if  necessary. 

25.126.  But  there  is  no  obligation  at  present  other 
than  your  calling  upon  the  man  to  furnish  a return, 
is  there? — I think  there  is  a distinction  between  the 
two  things.  He  is  bound  to  furnish  a return  of  his 
income  in  so  far  as  it  is  not  taxed  at  the  source ; he 
is  not  bound  to  furnish  a return  of  his  total  income 
taxed  and  untaxed,  except  for  Super-tax  purposes. 
He  only  furnishes  us  with  the  return  of  total  income 
both  taxed  and  untaxed  in  order  to  claim  some  relief. 

26.127.  Or  for  you  to  fix  the  appropriate  rate? — 
That  rate  is  a reduction  of  the  6s.  rate,  and  there- 
fore if  he  omits  to  claim  it  we  again  say  we  are  not 
particularly  interested  in  his  return  of  total  income, 
unless  he  is  likely  to  be  a Super-tax  payer. 

25.128.  The  main  point  is  that  you  do  not  see  any 
sufficient  reason  for  any  change  in  the  existing  legis- 
lation?— Not  in  that  respect;  that  is  so. 

25.129.  Air.  Alay : May  I interject  a point  there 
which  is  not  quite  clear.  I understood  Mr.  Harrison 
to  say  that  the  taxpayer  is  not  obliged  to  make  a 
return  of  the  whole  of  his  income  taxed  and  un- 
taxed?—That  is  so. 
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25 130.  But  you  require  that  for  Super-tax  pur- 
poses, and  you  tax  him  on  that? — For  Super-tax  pur- 

13U  How  do  you  ascertain  it  if  he  does  not  make 
a return  ? — I think  I qualified  that.  He  is  bound  to 
make  a return  of  his  total  income  both  taxed  and 
untaxed  for  Super-tax  purposes. 

25  132.  Where  do  you  start  ? If  he  has  a certain 
income  which  is  taxed  at  the  source  before  he  receives 
it  and  he  makes  a return  to  you  in  the  ordinary 
way  of  his  income  which  is  not  taxed  at  the  source, 
where  do  you  get  to  start  to  tax  him  for  Super-tax  ? 

p)o  you  mean  how  do  we  find  our  taxpayer? 

25  133.  Yes. Of  course,  we  rely  on  our  Surveyors 

of  Taxes  all  over  the  country.  That  is  our  main 
source  They  report  to  us  names  of  people  who  are 
likely  to  be  liable,  and  they  exclude  from  their  report 
all  people  who  have  claimed  an  abatement  or  who 
have  claimed  a reduction  of  the  6s.  rate,  and  so  on, 
because  all  those  people  obviously  have  incomes  les? 
than  the  limit  of  Super-tax  liability,  but  if  a person 
makes  a return  of,  let  us  say,  £500  bank  interest,  and 
he  claims  no  reduction  from  the  6s.  rate,  he  does  not 
give  the  Surveyor  a return  of  his  total  income,  and 
the  assumption  is  that  his  income  is  more  than  £2,000 
at  any  rate,  or  he  would  have  claimed  some  relief. 
Then  the  Surveyor  says  to  us:  “that  man  ib  probably 
liable  to  Super-tax,”  and  we,  the  Super-tax  people, 
proceed  to  serve  him  with  a form  of  return  requiring 
him  to  give  us  a statement  of  his  total  income  from 
all  sources.  . 

25  134.  Do  you  ever  assume  an  income  tor  buper- 
tax  purposes  without  the  return  and  make  a charge? 

Yes.  The  cases  are  very  rare,  but  if  a person 

refuses  to  make  a return  we  can  either  proceed 
against  him  for  a penalty  or  we  can  make  what  is 
called  an  estimated  assessment  of  his  liability;  then, 
of  course,  it  is  up  to  him  to  appeal  if  he  finds  it 
excessive.  , . 

25.135.  I want  to  know  how  far  you  think  this 
method,  which  seems  to  me  rather  haphazard,  effec- 
tively covers  the  whole  field  of  the  Super-taxable  per- 
sons ?_i  am  not  prepared  to  say  that  it  covers  the 
whole  field  entirely,  or  elge  I should  have  to  say  that 
we  never  miss  anybody  at  all,  and  that  is  not  true,  I 
am  afraid. 

25.136.  I mean  approximately,  of  course?— Sub- 
stantially, I think  it  does  cover  the  whole  field, 
because  the  Surveyor  has  on  his  books,  in  some  way 
or  another,  everybody  who  is  liable  to  Income  Tax, 
and  unless  the  people  who  come  under  his  notice  have 
claimed  some  relief  he  automatically  reports  them 
for  Super-tax.  All  people  who  have  claimed  relief 
are  below  the  Super-tax  limit,  and  therefore  all  the 
rest  are  considered  above;  that  is,  broadly,  how  it 
works. 

25.137.  And  it  is  only  that  little  narrow  margin 
that  you  are  not  quite  sure  of  catching,  who,  for 
instance,  Sir  Leo  Chiozza  Money  and  others  who 
have  been  before  the  Commission,  would  have  in  view 
when  they  say  the  Revenue  is  losing  millions? — Well, 
yes.  I should  just  like  to  say  that  that  little  narrow 
margin,  that  is,  the  people  with  incomes  between 
£2,000  and  £2,500,  are.  not  bound  to  make  a return 
of  total  income  in  order  to  claim  reliefs,  because  they 
are  not  entitled  to  reliefs,  and  they  are  not 
liable  to  Super-tax.  Therefore,  unless  they  are  called 
upon  for  a Super-tax  return,  they  need  not  make  a 
return  of  their  total  income  to  anybody ; but,  as  a 
matter  of  fact,  those  people,  because  they  have  not 
claimed  any  relief,  are  reported  by  the  Surveyor  of 
Taxes  to  the  Super-tax  branch,  and  are  almost 
universally  called  upon  to  make  a return.  When  we 
get  those  returns  it  may  be  that  the  total  income 
shown  is  below  the  limit,  and  if  we  are  satisfied  with 
the  return  we  put  it  away;  nevertheless,  in  that 
small  section  of  cases,  normally  speaking,  we  have 
got  a return  of  total  income,  so  that  substantially 
the  whole  ground  is  covered. 

25.138.  Mr.  Walker  Clark : I think  you  have 
brought  out  the  point  I wanted.  Now,  with  regard 
to  partners’  assessment,  which  you  refer  to  in  your 
paragraphs  25  to  27.  You  say  that  the  Board  see  no 
substantial  objection  to  the  shares,  when  ascertained, 
being  brought  into  assessment  separately  in . the 


names  of  the  individual  partners.  That  is  a state- 
ment subject  to  certain  qualifications  (a)  and  ( b ) 
following  ? — Quite. 

25.139.  Do  I quite  understand  here  that  you  see 
no  objection  to  the  assessment  if  asked  for,  or  see 
no  objection  to  the  plan,  whether  asked  for  or  not? 

I think  what  I intended  to  convey  there  was  rather 

this,  that  if  the  Royal  Commission  thought  fit  to 
suggest  that  that  ought  to  be  done,  as  far  as  the 
Board  are  concerned  they  offer  no  objection;  that  it 
ought  to  be  done  generally,  whether  asked  for  or  not 
I mean.  But  if  it  were  only  to  be  done  in  cases 
where  it  is  asked  for  obviously  the  Board  will  have 
no  objection  to  that  either;  that  is  a smaller  pro- 
posal. 

25.140.  But  the  Larger  proposal  would  not  be,  in 
your  judgment,  undesirable? — No,  it  would  not  be 
undesirable  in  the  Board’s  judgment. 

25.141.  In  paragraph  107  you  deal  with  the  ques- 
tion of  the  total  liability  on  one  invoice,  so  to  speak? 

25.142.  “If  he  requires  it”  is  in  italics? — Yes. 

25.143.  How  is  that  requisition  to  be  made? 
Would  it  be  made  on  Form  11. K , or  in  a special 
way  at  a special  time,  so  that  if  a man  is  two  days 
late  he  cannot  have  it? — No,  certainly  not.  I think 
he  should  be  allowed  to  have  it  at  any  time.  I sug- 
guest  it  should  not  be  a requisition  on  the  leturn 
form,  or  anything  of  that  kind,  because  in  the  tax- 
payer’s own  interest  it  might  not  occur  to  him  when 
he  filled  up  his  form  that  he  would  like  to  have  this 
statement,  but  later  on,  when  he  got  a demand  note 
for  something  he  could ' not  understand,  he  might 
say:  “I  should  like  to  know  how  my  Income  Tax 
liability  has  been  arrived  at,  and  I will  ask  tho  Sur- 
veyor to  tell  me.”  He  should  have  a right  to  ask 
him,  we  suggest,  and  if  he  does  ask  the  Surveyor 
should  give  him  a full  statement  as  far  as  he  is  able 
to  do  so. 

25.144.  As  a matter  of  fact  you  do  it  now  verbally, 
not  in  writing? — We  also  do  it  in  writing. 

25.145.  Under  Schedule  D you  do  it  in  writing? — 
Yes. 

25.146.  But  you  would  make  it  statutory  that  that 
should  be  given  if  asked  for? — Yes. 

25.147.  Of  course  some  information  would  be  given 
in  a popular  form  to  the  taxpayer  that  he  could  have 
this  if  he  asked  for  it? — If  anything  of  that  kind 
were  done  we  should  do  our  best  to  make  it  public. 

25.148.  That  is  a very  important  point,  I think, 
and  would  save  a good  deal  of  misunderstanding  in 
many  cases  if  it  were  done,  and  the  taxpayer  knew 
he  had  the  right  to  ask  for  it? — Quite.  I should  just 
like  to  say  it  wouldi  really  give  him  a statutory  right 
to  what  is  done  now  as  a matter  of  practice  m a 
vast  number  of  cases,  but  he  does  not  always  know 
that  it  is  done. 

25.149.  That  is  exactly  the  point  I had  in  mind. 
One  other  point  with  reference  to  the  weekly  wage- 
earner.  Another  suggestion  has  been  made  which  I 
do  not  see  that  you  allude  to  at  all ; that  is,  that  a 
lower  flat  rate  than  the  normal  fiat  rate  should  be 
deducted  by  the  employer  subject  to  no  abatements 
of  any  kind,  particularly  up  to  a certain  point,  say, 
from  whatever  was  the  minimum — the  exemption 
rate — up  to  £250,  or  some  similar  amount  to  that? — 
That,  of  course,  would  necessarily  mean,  if  I under- 
stand it  rightly,  that  the  exemption  iimit  for  the 
bachelor  would  be  the  same  as  the  exemption  limit 
for  the  married  man  with  a large  family. 

25.150.  Yes? — That,  I should  have  thought,  was  not 
in  accordance  with  the  generally-accepted  views  of 
to-day. 

25.151.  That,  you  think,  would  be  an  insuperable 
objection  to  it? — That  is  the  objection  that  strikes 
me  at  once,  certainly. 

25.152.  But  the  policy  suggested  by  Sir  Walter 
Trower  of  a flat  rate,  which  should  be  revised  sub- 
sequently, would  not  be  so  objectionable?- — No. 

25.153.  I do  not  mean  the  definite  proposal  of  the 
bank? 
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25.154.  Sir  IF.  Trower : It  is  not  my  proposal;  it 
waa  a proposal  of  the  Labour  representative? — 1 beg 
your  pardon ; I am  not  quite  sure  that  I have 
followed  the  proposal  you  have  in  mind. 

25.155.  Mr.  Walker  Clark : The  proposal  that  was 
made  was,  that  there  should  be  a rate  smaller  than 
the  usual  rate,  subject  to  adjustment  for  abate- 
ments?— Yes. 

25.156.  A confidential  average  between  the  Income 
Tax  payer  and  the  Revenue,  the  employer  having  no 
access  to  it? — Our  real  objection  to  that  proposal,  I 
think,  is  contained  in  paragraph  111,  that  1,940,000 
persons  whose  incomes  are  about  £130,  yet  pay  no 
Lax  because  of  the  wife  and  children  allowances,  and 
so  on.  All  those  1,940,000  persons  would  have  some- 
thing deducted  from  them,  and  they  would  have  to 
come  and  claim  it  back.  I should  have  thought  that 
would  create  a great  sense  of  hardship. 

25.157.  That  would  be  a great  and  unnecessary 
grievance  throughout  the  country? — An  unnecessary 
grievance;  that  is  how  I put  it. 

25.158.  That  is  the  real  objection  to  that  proposal? 
— I think  so. 

25.159.  Mr.  Marks:  On  the  question  of  weekly 
wage-earners  I see  for  the  year  1918-1919,  let  us  call 
it,  2,000,000  persons  were  exempt;  chat  2,000,000  is 
an  estimate,  is  it  not — or  is  it  an  actual  figure? — 
It  is  an  estimate,  but  it  is  a very  close  estimate. 

25.160.  Made  up  on  the  actual  figures,  say,  for 
1917-1918? — Made  up  on  the  actual  figures  for 
1917-1918,  but  with  certain  corrections  from  infoima- 
tion  in  our  possession  as  to  1918-1919. 

25.161.  In  paragraph  110  you  refer  to  the  inter- 
view between  the  Chancellor  of  the  Exchequer  and 
the  representatives  of  employers  and  employed  in 
December,  1915? — Yes. 

25.162.  I do  not  quite  know  how  to  put  it,  but  I 
will  put  it  in  this  way:  I should  assume  that  the 
result  of  that  conference  was  due  more  to  political 
timidity,  we  will  say,  than  to  any  regard  for  Revenue 
considerations? — I think  I must  leave  you  to  form 
your  own  judgment  on  that. 

25.163.  Having  regard  to  the  enormous  increase  in 
weekly  wages  that  has  taken  place  in  the  last  four 
years,  would  you  think  that  that  decision  then 
arrived  at  might  be  reconsidered? 

25.164.  Mr.  Kerly : After  our  report,  Mr.  Marks? 
— I find  it  a little  difficult  to  answer  chat;  it  is  a 
mere  matter  of  opinion. 

25.165.  Mr.  Marks : I realize  that,  so  I will  not 
press  it  any  further? — Thank  you. 

25.166.  You  say  the  employer  is  required  to  furnish 
particulars  of  the  emoluments  paid  to  his  employees; 
does  that  also  apply  to  weekly  wage -earners  and 
their  employers? — Yes,  it  is  universal. 

25.167.  So  that  the  Revenue  does  get  a complete 
statement  of  the  incomes  of  weekly  wage-earners, 
including  those  very  large  incomes  which  we  have 
seen  quoted  in  the  papers  as  having  been  earned  by 
miners? — Yes,  they  are  all  returned  to  us. 

25.168.  Mr.  May : When  we  get  to  that  point  we 
might  know  how  many  of  them  have  received  those 
large  incomes  reported  in  the  papers. 

25.169.  Mr.  Marks:  Well,  the  statement  was  made, 
and  repeated  after  being  challenged.  On  the  ques- 
tion which  Mr.  Walker  Clark  asked  you  on  para- 
graph 18,  where  you  say  that  you  can  call  upon  a 
person  whom  you  suspect  of  being  liable  for  Super- 
tax to  make  a return,  such  taxpayers  are  not  under 
obligation  to  give  a detailed  return? — That  is  so. 

25.170.  They  simply  return  a lump  sum? — That  is 
so.  Of  course  we  ask  them  to  make  a return  of 
their  income  under  various  heads,  property,  divi- 
dends, profession,  or  trade,  and  so  on,  but  it  is  a 
little  doubtful  whether  we  are  even  entitled  to  call 
for  those  details  to  that  extent.  We  are  not  entitled 
to  say,  for  instance,  if  tfiey  return  £2,000  from  divi- 
dends, “ give  us  a list  of  your  investments.  Let  us 
see  how  that  £2,000  is  made  up  at  least,  we  fear 
we  are  not. 

25.171.  The  view  of  the  Board  of  Inland  Revenue 
is  that  they  should  have  power  to  ask  for  a detailed 


return? — Yes,  because  our  experience  has  shown  that 
where  we  get  those  details  we  are  enabled  to  catch 
quite  a lot  of  errors  and  omissions. 

25.172.  I agree  it  is  very  desirable.  You  refer  in 
paragraphs  86  to  97  to  the  question  of  the  Income 
Tax  year,  and  in  paragraph  87  you  say:  “ The  bulk 
of  business  accounts  aro  now  made  up  to  31st  Decem- 
'ber  or  the  31st  March  ” — with  a very  large  pre- 
ponderance in  favour  of  the  31st  December,  I take 
it? — Y'es.  1 think  I show  that  in  a note  at  the 
bottom  of  the  page,  one-half  to  31st  December  and 
three-tenths  to  the  31st  March. 

25.173.  I was  going  to  ask  you  about  that  foot- 
note. That  expresses,  or  rather,  we  will  say  Dr. 
Stamp  refers  to  the  number  of  assessments,  and  not 
to  their  amount? — To  the  number,  that  is  so,  yes. 

25.174.  Have  you  any  information  as  to  the 
amount? — No,  I am  afraid  not.  We  have  attempted 
no  classification  of  them  by  reference  to  amount. 

25.175.  Could  you  express  any  opinion  on  this 
point  whether  the  average  amount  of  the  accounts 
made  up  as  at  the  31st  December  was,  or  was  not 

larger  than  those  made  up  at  any  other  period? I 

should  have  thought  that  the  average  amount  was 
about  the  same.  A company  usually  chooses  the  date 
which  suits  it  best,  and  I should  have  thought  that 
that  choice  was  not  to  any  material  extent  governed 
by  the  amount  of  profits  it  makes. 

25.176.  Mr  Walker  Clark:  But  the  class  of  com- 
pany might  affect  it? — The  class  of  company  might, 
yes. 

25.177.  Mr.  Marks:  In  paragraph  92  you  say  that 
a weighty  objection  to  the  change  would  be  the  loss 
of  revenue  involved,  but  that  is  not  a permanent 
loss?— No,  it  is  a similar  loss  to  the  one  1 was 
referring  to  in  answer  to  Mr.  Holland-Martin,  the 
postponement  of  tax. 

25.178.  Could  not  that  be  got  over  by  some  such 
method  as  this  if  the  Government  could  be  induced 
to  adopt  it;  that  is,  at  the  period  of  change  the 
Budget  should  be  introduced,  not  for  one  year,  but 
even  for  a longer  period  than  one  year,  say,  from 
the  5th  April,  1920,  to  the  31st  December,  1921?— 
lliat,  of  course,  would  dbviously  affect  the  question. 
One  would  have  to  consider  it  rather  carefully  by 
reference  to  the  dates  when  tax  was  collected  to  see 
whether  we  got  in  a period  of  say  If  years  the 
revenue  for  those  If  years.  That  question  would 
have  to  be  looked  into  in  detail,  but,  of  course,  some- 
thing  on  those  lines  might  get  over  that  difficulty. 

25.179.  In  the  last  part  of  paragraph  92  you  speak 
of  all  the  various  dates  which  are  in  use  for  different 
purposes  in  different  parts  of  the  Kingdom.  Suppose 
this  alteration  of  the  fiscal  year  to  coincide  with 
the  calendar  year  were  adopted  for  Imperial 
purposes  there  would  be  a very  strong  tendency 
to  bring  all  these  varying  dates  down  to  one  common 
date? — I agree  that  it  might,  but  at  the  same  time 
I think  it  would  take  a long  time  to  do  it.  If  I 
may  just  say  so  as  an  illustration,  I believe  it  is 
quite  common  for  agricultural  tenancies  still  to  run 
to  old  Michaelmas  Day,  the  10th  October.  The 
change  back  to  the  29th  September  took  place 
generally  in  1752,  but  the  agricultural  tenancies  have 
not  universally  adjusted  themselves  to  that  change 
even  yet.  There  is  a good  deal  of  conservatism,  I 
think,  in  these  matters. 

25.180.  Oould  you  say  whether  that  selection  of  date 
for  agricultural  purposes  had  anything  to  do  with  the 
fact  that  the  harvest  comes  in  about  that  time  and 
may  be  realized? — I am  afraid  I have  no  special 
knowledge,  but  that  possibly  might  be  so. 

25.181.  If  that  were  a consideration  it  would  gain 
some  weight  by  postponement  of  the  date  from 
the  30th  September  to  the  31st  December ; that  would 
mean  a more  complete  realization  of  the  crops? — 
Possibly,  but  I am  not  sufficiently  acquainted  with 
the  farmers’  accounts  to  know  whether  the  31st 
December  would  really  be  a suitable  date  for  them; 
it  might,  or  it  might  not. 

25.182.  It  only  just  occurred  to  me  as  a possibility? 
— Yes. 
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25,183.  Then  in  paragraph  93  you  say : “ The  Board 
of  Inland  Revenue  would  wish  to  raise  no  objection 
to  a change  in  the  Income  Tax  year  if  the  interests 
of  the  great  body  of  taxpayers  would,  on  the  whole, 
be  materially  served  thereby.”  I recognize  that  there 
are  reservations  in  that  statement,  but  I think  you 
have  in  mind  the  question  of  the  business  community 
rather  than  the  individual  taxpayer,  have  you  not? — I 
think  the  business  community  is  the  particular  body 
that  we  had  specially  in  mind. 

25,184  You  say  that  the  desire  is  articulate  amongst 
them  ? — Yes. 

25.185.  If  it  is  articulate  amongst  those  who  are 

the  most  important  portion  of  the  community  do  not 
you  think  that  it  deserves  very  serious  consideration? 
Yes,  I do,  but  I would  just  point  out  that  in  para- 
graph 97 

25.186.  I do  not  think  that  affects  my  point.  What 
I was  going  to  say.  was  this:  if  the  great  proportion 
of  the  business  community,  or  if  a large  proportion 
of  the  business  oommunity  desire  this  change  and  find 
it  convenient,  would  you  not  agree  that  smaller 
individual  taxpayers  would  find  it  very  much  less 
confusing,  and  very  much  more  convenient,  that  the 
fiscal  year  should  be  the  1st  January  to  the  31st 
December? — 1 think  it  is  quite  possible  that  they 
might,  but  I do  not  think  either  the  business  com- 
munity or  the  individual  taxpayer  who  has  considered 
this  matter  may  have  appreciated  quite  fully  what  a 
very  considerable  disturbance  the  change  over  would 
cause. 

25.187.  Mr.  Kerly : May  I ask  one  question  there? 
Supposing  for  all  purposes  as  well  as  for  traders’ 
accounts,  the  Revenue  were  satisfied  to  take  the 
previous  calendar  year,  that  would  get  over  all  diffi- 
culties, would  not  it? — Not  quite.  I am  afraid  it 
would  not  get  over  the  great  difficulty  which  we  should 
experience  in  connection  with  taxation  at  the  source. 
If  the  fiscal  year  still  ran  nominally  to  the  5th  April, 
if  that  is  the  point,  and  we  accepted  a year  to  the 
31st  December  for  the  purpose  of  making  up  our 
returns  and  statements  of  liability,  and  so  on,  there 
would  still  be  a difficulty  about  the  Income  Tax  at  the 
source,  because  when  a change  of  rate  took  place  that 
change  of  rate  would  operate  necessarily  with  effect 
from  the  5th  April  and  not  the  31st  December. 

25.188.  I see  the  difficulty  where  there  is  a Change 
of  rate?— Where  there  is  no  change  of  rate  I agree 
that  difficulty  would  not  arise. 

25.189.  Mr.  Marks:  My  original  suggestion  con- 
templated that  the  Government  year  for  all  purposes 
should  be  the  calendar  year  and  not  that  the  existing 
Government  year,  the  6th  April  to  the  5th  April, 
should  be  maintained? — Quite. 

25.190.  Just  one  general  question  which  really 
arises  on  the  last  remark  which  you  made  in  the 
interesting  memorandum  which  has  been  prepared  as 
to  the  Income  Tax  year  [see  Appendix  No.  7 (o)  ];  you 
give  details  of  the  groat  number  of  changes  which 
have  been  made  in  the  last  century? — -Yes. 

25.191.  Do  not  all  the  arguments  which  you  are 
advancing  now  apply  equally  well  to  the  changes  which 
were  made  then? — I should  have  thought  that  modern 
conditions  were  so  much  more  complex  that  all  the 
objections  which  might  have  been  felt  then— -I  do  not 
know  what  they  were — would  be,  or  might  be, 
enormously  intensified  now ; subject  to  that  I should 
agree. 

25.192.  I should  .agree  that  the  conditions  are  much 
more  complex,  but  I should  also  contend  that  the 
machinery  for  dealing  with  them  was  very  much  more 
efficient  than  ever  it  was  at  the  period  covered  by 
these  changes? — I hope  it  may  be,  so  far  as  the 
Income  Tax  part  is  concerned,  at  any  rate. 

25.193.  Sir  E.  Nott-Bower:  In  connection  with 

these  changes  of  date  which  are  referred  to  in  your 
historical  note,  and  Mr.  Marks’  suggestion  that  there 
were  not  the  same  difficulties  experienced  then,  was 
there  an  Income  Tax  in  force  when  most  of  those 
changes  were  made? — Not  when  all  of  them  were 
made,  certainly. 

25.194.  I am  not  sure  that  it  was  in  force  when 

any  of  them  were  made? — May  I just  follow  it 
through?  , 

25.195.  Yes?— The  first  change  came  in  1751  when 
there  was  no  Income  Tax.  A further  alteration  was 


made  in  1832  when  there  was  no  Income  Tax  so  that 
the  question  of  the  Income  Tax  does  not  arise.  There 
were  certain  changes  in  1854  and  1855,  but,  broadly 
speaking,  it  is  true  that  there  was  no  Income  Tax 
in  force  when  the  bulk  of  these  changes  took  place. 

25.196.  Mr.  Kerly : It  rather  suggests  that  we 
cannot  get  much  assistance  from  looking  back  with 
regard  to  this  particular  point. 

25.197.  i Sir  E.  Nott-Bower:  In  1854  there  was  ah 
Income  Tax  in  force,  but  what  was  the  change  in 
3854? — That  is  referred  to  in  paragraph  6 of  the 
historical  note;  that  is  merely  that  the  Finance 
Accounts  were  made  up  to  the  31st  March ; it  did  not 
affect  the  Income  Tax. 

25.198.  It  did  not  affect  the  Income  Tax  at  all.  It 
cannot  be  suggested,  I think,  that  because  some 
difficulties  were  met  on  those  former  occasions  they 
would  be  met  now,  because  the  difficulties  did  not 
arise  on  the  former  occasion.  In  two  cases  there  was 
no  Income  Tax  in  force,  and  in  the  third  case  the 
change  made  did  not  affect  it? — Quite. 

25.199.  Mr.  Synnott:  You  do  not  refer,  I do  not 
know  whether  it  was  advisedly,  to  Mr.  Bremner’s 
evidence  on  the  simplification  of  the  Act? — Mr.  Oox, 
the  Solicitor  of  Inland  Revenue,  hopes  to  appear 
before  you  on  the  next  occasion,  and  lie  will,  I think, 
give  you  some  evidence  on  that  very  point. 

25.200.  Is  not  Mr.  Bremner’s  evidence,  or  one  of  his 
suggestions  at  any  rate,  that  the  Schedules  which  are 
really  the  operative  charging  section,  should  be 
embodied  in  the  Act  itself? — That  is  so. 

25.201.  It  is  human  nature,  which  I have  often 
tested,  that  people  will  read  an  Act  but  will  not  read 
the  Schedules.  I am  glad  to  see  /Sir  Walter  Trower 
is  nodding  approval  of  that.  Is  it  not  therefore 
important,  whatever  may  be  done  in  other  directions, 
that  a taxing  Act  should  in  the  body  of  the  Act 
oontain  and  show  the  taxpayer’s  liability  ?— Speaking 
for  myself  I should  entirely  agree,  but  I think  Mr. 
Cox  is  going  to  deal  with  that  particular  point. 

25.202.  I only  ask  the  question  to  proceed  to  another 
point,  and  that  is  in  paragraph  24  you  deprecate  any 
official  pamphlet  or  instruction  with  regard  to  Income 
Tax,  and  you  suggest  that  we  should  be  content  with 
those  forms.  If  the  tax  were  simplified  in  the  way 
of  the  grouping  of  the  Schedules,  and  embodying  them 
in  the 'Act,  and  so  on,  on  Mr. 'Bremner’s  suggestion, 
could  you  not  proceed  to  have  an  official  publication 
of  a popular  character  (using  popular  in  the  proper 
sense)  which  would  enlighten  the  public  on 
matter?— If  the  law  is  simplified  that  will  itself  be 
reflected  in  our  forms.  They  are  very  difficult  now; 
but  I should  like  to  say  that  we  did  make  one  attempt 
to  simplify  this  buff  form  in  a particular  respect ; I 
just  want  to  use  this  as  an  illustration.  There  is  a 
heading  here,  “ Property  or  profits  not  falling  under 
any  of  the  foregoing  heads,  and  not  charged  under 
any  other  Schedule.”  When  the  taxpayer  sees  that 
ho  may  say,  “ well,  I do  not  know  what  profits  are 
not  charged  under  any  other  Schedule ; I do  not  know 
what  this  refers  to  at  all.”  As  a matter  of  fact  it 
is  intended  to  refer  principally  to  what  is  known  as 
Case  VI  of  Schedule  D,  which  deals  with  a lot  of 

miscellaneous  or  casual  profits.  . . 

25.203.  All  other  profits?— All  other  profits  arising. 
I believe  we  had  on  the  form  instead  of  this  long 
heading  the  words  “ casual  profits,”  and  Mr.  Bremner 
came  before  you  the  other  day  and  told  you  that  that 
was  there,  and  he  at  once  took  exception  to  it  He 
said,  “ This  is  not  in  accordance  with  the  law.  and 
our  attempt  at  simplification  was  put  back  because,  as 
Mr.  Bremner  very  properly  said,  we  had  applied 
popular  language,  and  it  was  not  accurate ; that  is  the 
sort  of  difficulty  we  are  met  with  at  once. 

25.204.  Do  not  you  think  a publication  that  you 
would  issue  would  be  very  much  more  likely  to  be 
accurate  than  the  popular  manuals  that  are  issued 
now?— I should  entirely  agree. 

25.205.  People  have  asked  me  for  some  guide  to 
Income  Tax,  and  I have  made  some  study  of  the 
literature  on  the  subject,  and  I am  really  not  able 
to  say  that  I can  speak  of  any  book  as  a clear  and 

succinct  account?— Yes.  , 

25  206.  If  you  prefaced  your  publication  by  saying 
that' it  was  official  but  not  binding  — — ?— If  we  could 
do  that  I agree  we  might  do  something. 
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25,207.  Mr.  Kerly -.  Official,  but  not  necessarily 
accurate  ? 

25,20S.  Mr.  Synnott : You  do  not  want  a return 
from  every  Income  Tax  payer  of  liis  total  income. 
One  reason  is  that  you  really  get  the  information  very 
much. by  these  claims  which  are  necessarily  made  for 
exemption? — That  is  so. 

25.209.  Especially  in  regard  to  earned  and  un- 
earned income? — Yes. 

25.210.  I am  not  asking  you  to  express  an  opinion, 
but  if  that  distinction  was  abolished  it  would  be 
necessary  to  get  this  declaration? — Well,  I am  not 
quite  sure,  because  I imagine  that  you  would  not 
contemplate — perhaps  you  might — abolishing  the 
whole  graduation  of  the  tax,  so  that  if  that  income 
were  treated  in  the  same  way  as  unearned  income 
there  would  be  still/  a number  of  rates  applicable  to 
different  incomes. 

25.211.  The  graduation  would  help  you,  but  still 
it  might  become  advisable  to  have  those  returns? — 
It  might  become  advisable  to  have  them,  but  I am 
not  very  clear  that  there  is  any  case  in  which  it 
would  become  unnecessary  to  have  them  in  which  we 
get  them  now. 

25.212.  You  assume  in  paragraph  2 and  elsewhere, 
and  in  paragraph  122,  in  criticizing  Sir  James 
Martin’s  suggestion  that  the  Assessor  locally,  and, 
of  oourse,  the  General  Commissioners,  give  the  infor- 
mation which  is  necessary.  Sir  Jame6  Martin  sug- 
gested that  every  trader  should  be  called  upon  to 
give  notice  to  the  authorities  that  they  might  know 
whom  to  assess.  There  are  places  where  there  are 
no  Assessors  and  no  Commissioners ; how  would  you 
suggest  that  the  Surveyor  of  Taxes  is  going  to  get 
that  local  knowledge,  first  of  all,  as  to  the  persons 
to  assess,  and  secondly,  as  to  the  amount  which  they 
ought  to  be  assessed  at? — Well,  I quite  agree,  speak- 
ing as  I understand  you  to  speak,  of  Ireland  in  par- 
ticular— 

25.213.  Not  that  I wish  a greater  burden  of  taxa- 
tion imposed  on  that  country — that  raises  a contro- 
versial question — but  that  the  taxation  should  be 
fair  as  between  man  and  man? — Yes,  quite.  I quite 
admit  that  there  are  difficulties  where  there  is  no 
local  person  on  the  spot.  Just  in  answer  to  that,  I 
think,  speaking  generally,  the  Surveyor  is  able  to 
get  a good  deal  of  information  from  the  Collector 
at  the  present  moment. 

25.214.  Speaking  generally,  on  paragraph  11  in 
sub-paragraph  iv.,  you  refer  to  the  number  of  per 
sons  residing  in  private  houses,  hotels,  boarding 
houses,  and  so  on,  who  are  not  easy  to  get  at? — That 
is  so  ; it  is  very  difficult  to  catch  those  people. 

25.215.  Would  not  Sir  James  Martin’s  suggestion 
meet  that  point  very  much? — He  suggests  that  a 
person  starting  in  business  should  notify  us;  what 
I would  rather  suggest  is  that  the  person  who  is 
trying  to  evade  Income  Tax  and  who  does  evade  it 
would  not  notify  us. 

25.216.  You  might  catch  a good  many,  might  you 
not? — I do  not  know.  We  should  only  catch  him  if 
we  knew  he  was  carrying  oh  a business,  and  if  we 
now  know  that  he  is  carrying  on  a business  we  catch 
him ; it  is  only  when  he  is  carrying  on  a business 
and  nobody  knows  it  that  we  cannot  catch  him. 

25.217.  You  allude  to  the  difficulty  of  Schedule 
A,  that  is  the  adjustments  on  Schedule  A,  where 
the  person  who  in  the  first  instance  pays  the  tax 
is  not  liable  for  the  total  amount  where  he  has  a 
small  income,  and  you  cannot  compel  the  receipt 
to  be  produced? — That  is  so. 

25.218.  Of  course,  you  are  aware  that  the  tendency 
now,  which  already  obtains  in  Ireland,  is  towards 
a verv  large  number  of  small  boldines,  where  the 
occupier  is  not  liable  to  the  tax,  or  not  to  the  full 
rate  of  tax? — Yes. 

25.219.  Ts  it  not  the  practice  to  deduct  the  full 
amount? — I am  not  quite  sure  that  I have  followed 
your  question.  You  have  an  occupier  who  is  charged 
tax  for  his  landlord. 

25.220.  Yes.  He  is  liable  in  law  to  the  tax  in  the 
first  instance,  is  he  not? — I think  in  Ireland  the 
Schedule  A tax  is  collected  almost  universally  from 
the  landlord,  is  it  not? 

25.221.  Yes,  it  is,  but  in  law  is  not  the  occupier 
liable  for  the  tax?  He  cannot  deduct  it  if  he  does 
not  pay  it,  and  surely  he  would  not  pay  it  unless 


he  were  bound  to  pay? — If  you  will  excuse  me  a 
moment  while  I refer  to  the  section.  I confess  that 
my  knowledge  of  the  details  of  Irish  procedure  is  not 
complete. 

25.222.  I do  not  think  there  is  any  speoial  pro- 
vision with  regard  to  Ireland.  I only  want  you  to 
deal  with  the  general  question  of  the  occupier  not 
being  liable? — Leaving  out  Ireland,  of  course,  the 
occupier  is  liable  to  pay  the  tax  in  the  first  instance. 

25.223.  And  at  the  full  rate? — Yes,  but  we  do 
not  charge  him  at  the  full  rate  on  the  property  if 
we  know  that  the  owner  is  not  liable  to  the  full 
rate ; we  reduce  the  rate,  in  fact. 

25.224.  The  occupier’s  rate  may  be  a varying  rate? 
— The  cccupier  is  only  acting  as  agent  for  the 
owner;  it  is  the  owner’s  income  that  determines  the 
rate  under  Schedule  A. 

25.225.  But  has  the  occupier  to  pay  the  full  rate 
in  the  beginning? — No,  not  if  the  owner  has  show  . 
us  that  he  is  entitled  to  pay  at  the  reduced  rate. 

25.226.  Supposing  the  owner  was  liable.  t,o  pay  ; 
the  full  rate,  and  the  occupier  only  at  a reduced 
rate? — I think  I see  your  point.  The  case  you  have 
in  mind  may  be  this,  if  I may  suggest  it:  the  pro- 
perty is  worth  £100  a year  and  the  occupier  is 
paying  a rent  of  only  £50  a year,  and  so  the  owner 
bears  tax  on  £50,  and  the  occupier  has  to  bear  the 
tax  on  the  other  £50. 

25.227.  Yes. — In  that  case,  if  the  occupier  has 
what  one  would  call  a beneficial  occupation,  or  in- 
terest in  the  property,  he  can  then  come  to  us  and 
get  that  balance  of  tax  which  he  has  to  bear  per- 
sonally reduced  to  the  rate  appropriate  to  his  own 
inoome. 

25.228.  I will  not  pursue  the  subject;  it  is  a 
detail,  and  I apologise  for  going  into  it.  The  reason 
T ask  vou  is  that  I cannot  find  in  any  of  vour  forms 
that  this  point  is  dealt  with? — No.  I do  not  know 
how  far  it  arises  in  Ireland,  but  in  this  country  it 
is  not  a very  common  case.  The  normal  case  is 
where  the  tenant  pays  the  whole  of  the  Schedule  A 
and  gets  the  whole  of  the  Schedule  A back  front 
his  rent. 

25.229.  There  is  only  one  other  point,  and  that  is 
on  the  thorny  question  of  the  deduction  of  tax  from 
the  weekly  wage-earners.  Is  not  the  figure  that  Mr. 
Marks  referred  to  of  1,940,000  persons  for  the  year 
1918-1919  based  on  the  wages  for  that  year;  or  is  it 
on  the  wages  for  the  preceding  year? — That  would 
be  based,  broadly  speaking,  on  the  wages  of  the 
preceding  quarters. 

25.230.  There  has  been  a very  large  adjustment, 
and  possibly  that  figure  might  be  very  much  reduced 
now  by  the  increase  in  wages? — It  would  be  affected, 
but,  on  the  other  hand,  I would  point  out  that  the 
wife  allowance  has  been  doubled  this  year,  so  I 
question  whether  it  would  be  reduced  on  balance. 

25.231.  I thought  you  were  going  to  say  that.  It 
would  bo  affected  in  one  way  or  another,  but  you 
could  not  tell  how  much? — Precisely. 

25.232.  In  paragraph  113  you  allude  to  the  sug- 
gestion that  the  weekly  wage-earners,  in  common 
with  other  employees,  should  be  assessed  on  a 
uniform  basis  of  thoir  earnings  during  tho  preceding 
year.  In  the  next  paragraph  you  comment  on  that, 
but,  if  I may  say  so,  you  really  do  not  comment 
on  the  merits  of  it,  and  the  advantages  of  it? — 
Perhaps  I may  just  say  this  about  that  proposal. 
We  have  in  official  evidence  suggested  that,  leaving 
out  the  weekly  wage-earner  for  the  moment, 
employees  might  with  advantage  be  assessed1  pn  their 
wages  or  salaries  of  the  preceding  year.  As  regards 
weekly  wage-earners,  in  principle  I think  we  should 
entirely  agree  with  that,  but  there  is  the  difficulty, 
that  if  you  leave  the  weekly  wage-earner’s  tax  over 
until  the  end  of  the  year,  and  assess  him  in  one 
sum  instead  of  assessing  him  quarter  by  quarter,  he 
spends  all  the  money,  and  we  cannot  collect  our 
tax. 

25.233.  Assess  him  for  this  year,  say  on  Schedule 
E as  the  trader;  he  will  pay  Income  Tax  this  year, 
but  the  figure  has  to  come  out  and  be  based  on  the 
wages  of  the  previous  year.  First  of  all,  it  would 
put  him  on  the  same  footing,  especially  if  the  three 
years’  average  was  abolished  for  the  rest  of  the 
community? — It  would. 
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25.234.  And  lie  would  have  no  grievance  on  that 
point  ? — Certainly,  on  that  point,  the  question  of 
equality. 

25.235.  It  would  have  this  further  advantage,  that 
nothing  need  be  disclosed  to  the  employer  if  there 
was  a deduction  weekly;  he  would  pay  next  year. 
Nothing  need  he  disclosed  to  the  employer  at  all, 
and  the  thing  would  adjust  itself  from  year  to  year, 
would  it  not?  If  there  were  any  lowering  of  wages, 
he  Avould  get  the  benefit  the  year  afterwards? — Yes, 
hut  I am  not  sure  if  there  were  a lowering  of  wages 
whether  a man  who  has  now  dropped  from,  say, 
£250  to  £150  would  be  in  a position  to  pay  last 
year’s  tax,  when  he  is  only  getting  £150.  I think 
there  might  be  serious  difficulty  with  the  smaller 
incomes  in  those  cases. 

25.236.  It  would  be  adjusted  the  year  after? — He 
would  pay  no  tax  the  year  after,  hut  bis  income 
might  still  he  going  down.  He  would  have  an  out- 
standing liability  that  he  has  not  at  present;  that 
is  rather  an  important  point. 

25.237.  Whatever  the  hardships  may  be  in  the 
particular  case,  it  is  only  in  case  of  a general  reduc- 
tion that  there  would  be  any  difficulty? — No,  I do 
not  think  T would  say  that ; there  would  be  other 
objections  also.  One  objection  that  strikes  me  on 
the  spur  of  the  moment  is  this,  that  the  weekly 
wage-earners  are  much  more  migratory  persons  than 
people  with  larger  incomes.  A weekly  wage-earner 
may  have  gone  to  the  other  end  of  the  country;  we 
may  be  unable  to  traoe  him,  and  we  should  lose  our 
tax  in  a much  higher  percentage  of  cases.  If  we 
assess  it  quarter  by  quarter  we  get  it  more  quickly, 
more  often,  and  there  is  less  loss,  hut  if  we  are 
going  to  wait  for  a year  he  has  gone;  he  has  dis- 
appeared. 

25.238.  I do  not  contemplate  waiting  for  a year; 
it  is  only  a question  of  the  rate.  Say  for  1918-1919 
he  would  pay  in  1920? — Yes. 

25.239.  Very  well;  what  is  the  difficulty?  He  pays 
quarterly  then  in  1920,  or  he  pays  weekly? — I beg 
your  pardon,  I am  afraid  we  are  a little  at  cross- 
purposes;  I did  not  quite  follow  your  proposal. 

25.240.  It  is  not  my  proposal,  because  it  is  there 
already.  He  still  continues  either  quarterly,  or  he 
may  pay  perfectly  easily  weekly  next  year? — I think 
in  answer  to  that  I can  only  say  that,  when  the 
whole  of  the  circumstances  were  weighed  up,  it  was 
thought  it  would  be  easier  for  the  workman  in  filling 
up  his  forms,  and  generally  easier  all  round,  if  we 
got  him  back  as  near  as  possible  to  the  time  at  which 
he  had  earned  his  wages,  and  the  quarterly  system 
was  considered  better  on  those  grounds. 

25.241.  I am  not  quarrelling  with  the  quarterly 
system. — I beg  your  pardon.  I mean  the  quarterly 
assessment  system  as  against  the  yearly  assessment 
system. 

25.242.  Mr.  Kerly : I think  you  and  Mr.  Harrison 
are  a little  at  cross-purposes. 

25.243.  Mr.  Synnott : Perhaps  you  will  draw  him 
out  afterwards ; I think  you  know  what  I mean. 

25.244.  Mr.  Kerly : I know  what  you  mean  per- 
fectly well ; I havo  no  difficulty  in  following  you  at 
all,  but  I think  there  are  practical  difficulties  which 
Mr.  Harrison  has  somewhat  in  his  mind  which 
perhaps  prevent  his  appreciating  what  you  are  put- 
ting to  him. 

25.245.  Mr.  Synnott : I am  trying  to  make  out  that 
there  are  no  practical  difficulties. 

25.246.  Mr.  Kerly : Yes,  I know.  May  I put  to 
you  what  strikes  me : first  of  all  your  proposal  is  this  : 
a man  is  to  pay  now  out  of  his  current  income,  but 
the  amount  he  pays  is  to  he  determined  by  his  last 
year ’8  income. 

25.247.  Mr.  Synnott : Yes. 

25.248.  Mr.  Kerly : The  difficulty  as  it  seems  to  me 
is  a double  one  : first  to  ascertain  what  his  last  year’s 
income  was,  because  very  likely  he  was  somewhere 
else,  or  employed  by  a different  man,  and,  secondly, 
the  workman’s  budget  is  really  not  a year-to-year 
budget  as  it  is  with  the  rest  of  the  community, 
but  it  is  really  a week-to-week  budget,  and  the 
amount  • he  has  available  is  not  really  determined 

vby.  what  he  was  earning  last  year  but  by  what  he 


was  earning  last  week.  The  ideal  state  of  things 
would  he  to  tax  him  this  week  on  last  week’s  earn- 
ings if  you  could  do  it.  That  is  impracticable,  but 
Mr.  Harrison  apparently  favours  the  compromise  of 
taxing  him  this  quarter  on  last  quarter’s  earnings, 
is  not  that  so,  Mr.  Harrison? — That  is  so;  that  is 
exactly  how  I should  put  it. 

25.249.  One  has  to  remember  that  the  workman  is 
in  normal  times  living  on  a very  small  margin: 
Take  the  case  of  a man  who  was  earning  £5  a week 
last  year  and  who  is  now  only  getting  £3  a week; 
you  cannot  make  him  pay  this  year  at  the  appropriate 
rate  for  the  £5  a week  that  he  was  earning  last  year. 
Those  seem  to  me  to  be  the  difficulties  that  your 
suggestion  (of  course  there  are  obvious  merits  on 
the  face  of  it)  would  practically  meet  with;  I do  not 
know  whether  you  agree  with  what  I have  said? — I 
quite  agree,  and  I apologise  to  Mr.  Synnott  if  I 
misunderstood  his  questions. 

25.250.  Mr.  Synnott : It  may  be  true  there  would 
be  a percentage  of  hardships,  and  so  there  will  be  in 
every  reform,  but  I suggest  that  in  19  cases  out  of 
20  it  would  work  perfectly  smoothly  allowing  even 
1 per  cent,  to  2 per  cent,  for  workmen  moving  and 
so  on.  Are  you  quite  correct  in  paragraph  110 
referring  to  these  interviews  with  the  Chancellor 
of  the  Exchequer?  Was  not  the  objection  of  the 
employers  and  the  employed  this ; first  of  all  the 
employer  objected  to  being  made  liable  to  pay  when 
the  employed  failed  to  pay? — That  was  the  original 
clause,  I quite  agree;  it  arose  on  that  clause. 

25.251.  They  did  not  object  that  they  should  deduct 
in  the  first  instance,  which  is  quite  a different 
matter,  there  being  no  failure  to  pay  by  the  em- 
ployee ? — Quite ; but  I think  the  larger  question  came 
up  in  the  course  of  the  discussion,  and  the  employers 
felt  that  it  would  lead  to  great  friction  between 
them  and  the  workman;  the  larger  question  equally 
with  the  smaller  one. 

25.252.  But  you  allude  to  the  second  one  because 
it  would  result  in  the  disclosure  to  the  employer  of 
the  workman’s  private  affairs? — That  is  the  work- 
man’s objection. 

25.253.  That  is  the  very  reason  I suggest  to  you 
this  other  system,  because  if  you  go  by  the  past 
year’s  assessable  income  all  those  allowances  would 
have  been  made,  and  the  employer  would  never  know 
what  his  private  affairs  are? — I am  afraid  I should 
not  take  that  view.  It  seems  to  me  that  the  em- 
ployer could  work  it  out  quite  as  easily,  from  the 
tax  charged  by  reference  to  the  past  year’s  income, 
in  that  case  as  in  the  other. 

25.254.  Do  you  mean  to  say  the  employer  would 
go  to  that  trouble  ? — No.  I do  not  suggest  that  he 
would  always  do  it,  but  he  could  do  it  if  he  had  a 
mind ; that  is  all.  I am  afraid  that  the  workman 
might  suspect  that  in  certain  cases  he  would  do  so; 
it  is  the  feeling  of  the  workman  that  the  employer 
might  do  so. 

25.255.  Mr.  May : But  would  it  not  be  entirely 
impracticable  to  make  the  employer  collect  or  to 
stop  last  year’s  tax  out  of  this  year’s  wages  ? I 
suggest  it  is  altogether  inconceivable  and  therefore 
Mr.  Synnott’s  point  holds? — If  the  employer  deducted 
at  all  he  would  deduct  from  the  workman’s  wages 
as  he  paid  them. 

25.256.  I suggest  that  with  Mr.  Synnott’s  plan 
the  employer  does  not  come  into  it  at  all.  You 
deal  with  the  workman  exactly  as  you  deal  with  every 
other  citizen,  and  therefore  I say  Mr.  Synnott’s 
point  holds  goods,  as  I understand  it. 

25.257.  Mr.  Kerly:  We  have  the  argument  on  both 
sides;  after  all,  it  is  a matter  on  which  Mr.  Harrison 
cannot  help  us  on  the  facts;  he  has  put  forward  his 
view  for  consideration  here. 

25.258.  Mr.  May:  Quite. 

25.259.  Mr.  McLintoclc : With  regard  to  returns, 
in  the  case  particularly  of  all  those  companies  or 
concerns  who  produce  accounts  and  agree  every- 
thing with  the  Surveyor  early  in  the  calendar,  pro- 
bably about  February  or  March,  is  there  .any 
difficulty  in  the  Revenue  having  a special  form  to 
issue  to  these  people? — No,  I think  not. 
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25.260.  Do  you  know  that  probably  two  months 
after  they  have  settled  everything  with  the  Surveyor 
the  Assessor  sends  them  out  the  usual  -form  and 
they  are  bombarded  with  reminders  from  the 
Assessor’s  office,  and  it  entails  a great  deal  of  corre- 
spondence? If  an  accountant  is  dealing  with  it  the 
forms  go  to  the  client  and  he  writes : “ here  is  a 
reminder.  Why  have  you  not  dealt  with  my  tax?” 
Yet  it  is  probably  settled  months  before.  Now  is 
there  any  objection  to  having  a form  sent  out  to 
people  who  agree?  Could  you  not  have  a slip  to 
be  initialled  by  the  taxpayer  and  the  Surveyor  and 
even  do  away  with  the  form?  A limited  company 
has  no  return  to  make  in  addition  to  its  one  figure 
that  is  agreed  to? — I think  certainly  that  might  be 
done,  and  of  course  it  would  become  much  easier  if 
the  whole  thing  were  done  from  the  Surveyor’s 
office. 

25.261.  You  mean  if  the  Assessor  were  abolished? — 
If  his  duties  in  connection  with  forms,  at  any  rate, 
were  transferred  to  the  Surveyor. 

25.262.  You  have  had  complaints  of  this  continual 
issuing  of  forms  months  after  everything  is  settled? 

Yes,  I quite  agree  that  does  happen;  it  has 
occurred,  and  we  have  had  complaints. 

25.263.  But  you  do  not  think  you  could  do  that 
unless  you  got  the  Assessor’s  present  duties  done 
away  with  ? — I would  not  put  it  as  high  as  that. 
I think  it  would  be  possible  to  devise  a separate  form 
for  companies,  but  I think  mistakes  would  be  less 
likely  to  occur,  and  the  thing  would  be  facilitated 
if  the  Assessor’s  duties  in  connection  with  these 
forms  were  performed  by  the  Surveyor. 

25.264.  It  is  really  a considerable  nuisance  ? — I 
have  no  doubt  it  is.  I think  there  are  cases  in 
which  the  Commissioners  have  insisted  on  a company 
making  a return,  but  it  could  be  made  on  a simpler 
form. 

25.265.  Dr.  Stamp:  It  would  be  unwise  to  dis- 

pense with  it,  would  it  not?— Jt  would  be  unwise  to 
dispense  with  the  statutory  return,  perhaps. 

25.266.  Air.  McLintock  : I may  tell  you  in  practice 
they  will  accept  the  statutory  return.  If  my  firm, 
for  example,  put  in  the  agreed  profits  and  we  sign 
it  as  auditors  they  never  ask  the  company  to  sign  it 
at  all  ? — I believe  that  is  so. 

25.267.  It  is  becoming  a farce,  then,  to  put  one 
to  all  that  trouble? — Yes. 

25.268.  Mr.  Rayner  raised  a point — I do  not  know 
whether  it  is  owing  to  war  pressure — that  there  are 
a great  many  demand  notices  coming  out  to-day 
which  are  wrong;  and  that  has  been  my  experience. 
Some  of  them  are  on  the  part  of  the  Surveyor 
disallowing  items,  others  are  errors.  Where  he 
has  actually  altered  the  figures  for  which  he  has 
had  full  details  sent  to  him,  is  there  any  reason 
why  the  Surveyor  should  not  send  a specific  explana- 
tion as  to  how  the  difference  arises? — That  is  where 
the  Surveyor  makes  a correction. 

25.269.  Not  necessarily  a correction;  he  alters  the 
figures.  He  may  be  right  or  he  may  be  wrong.  In 
his  view  you  have  deducted  something  which  von 
should  not  deduct,  but  where  he  has  been  furnished 
with  full  accounts  and  details  of  the  computation 
it  is  a great  deal  of  trouble  if  he  fires  out  the  notice 
without  remark ; you  have  to  write  or  call  and  see 
him,  whereas  it  would  dispose  of  it  if  he  gave  an 
explanation  of  his  alteration? — I can  only  say  if 
that  has  occurred  to  any  considerable  extent  I think 
the  war  pressure  is  the  explanation.  It  is  certainly 
the  effort  of  the  Department,  in  a case  like  that,  to 
explain  a difference  of  the  kind  you  refer  to. 

25.270.  For  instance,  you  may  have  had  meetings 
with  the  Surveyor  and  there  has  been  a difference  of 
opinion,  and  he  has  never  said  to  you  : “ I will  not 
admit  your  contention,”  but  the  notice  comes  out 
and  you  cannot  check  the  figure.  Should  there  not 
be  an  invariable  rule  that  the  Surveyor  should  write 
to  the  taxpayer  and  explain  how  it  occurs?— Yes. 

I should  not  differ  from  that  in  the  case  where 
accounts  are  rendered. 

25.271.  I am  referring  to  cases  where  accounts  and 
full  computations  and  details  have  been  furnished  ? — 
We  have  a form  which  is  prepared  for  the  very 


purpose  of  giving  this  information.  I can  only  say 
that  the  omission,  if  it  has  occurred,  has  been  due  to 
the  war  pressure. 

25.272.  In  paragraph  48  you  refer  to  a power 
that  is  given  to  the  Surveyor  with  regard  to  assess- 
ments which  have  been  the  subject  of  appeal.  Is 
there  any  body  of  Commissioners  in  the  Kingdom 
that  you  know  of  that  call  the  taxpayers  before 
them  to  agree  formal  assessments  except  in  the  City 
of  London  ? — I do  not  know  of  a body  of  Com- 
missioners who  do  that. 

25.273.  It  is  not  the  practice  of  the  Commissioners 
generally  where  the  Surveyor  and  the  taxpayer,  after 
a previous  interview,  have  agreed  the  figures,  that 
they  are  haled  before  the  august  body  just  to  say: 
“ We  are  all  in  agreement  ” ? — No,  I am  not  aware  of 
any  such  body. 

25.274.  Do  you  know  it  takes  place  in  London? 

My  knowledge  of  the  City  of  London  practice  is  not 
detailed,  but  I thought  it  only  took  place  in  the  City 
where  repayment  is  claimed. 

25.275.  Is  it  the  practioe  in  any  part  of  the 
country  to  bring  them  before  the  Commissioners  after 
it  has  been  agreed? — Not  to  my  knowledge;  I think 
not. 

25.276.  The  Commissioners  could  have  them  before 
them  if  they  wished? — The  Commissioners  can  insist 
upon  every  taxpayer  who  obtains  a reduction  in  his 
assessment  coming  before  them  if  they  wish. 

25.277.  There  is  one  other  point  on  general  adminis- 
tration. You  have  the  practice  in  the  Inland 
Revenue  generally  of  issuing  all  your  letters  and 
queries  on  a sheet  of  paper  with  the  queries  on  one 
side  and  you  ask  for  the  answers  to  be  put  on  the 
opposite  page? — Yes. 

25.278.  Why  not  adopt  the  ordinary  commercial 
practice? — I think  you  will  find  in  paragraph  117  we 
say  that  we  fully  recognize  the  desirability  of  this 
procedure,  and  will  take  steps  to  carry  it  out  as  soon 
as  practicable. 

25.279.  I am  sorry  I had  missed  that  point? — We 
do  recognize  that. 

25.280.  With  regard  to  errors  in  assessments,  gene- 
rally speaking,  the  Inland  Revenue  will,  rectify  a 
palpable  error  even  if  you  ore  outside  the  days  of 
appeal? — Yes,  I think  so. 

25.281.  But  there  have  been  cases  where  they  will 
not  do  it.  Is  there  any  reason  why  it  should  not  be 
made  statutory  that  an  error,  say,  within  three 
years,  must  be  rectified? — I think  not,  provided,  of 
course,  that  you  can  define  your  term  “ error  ” satis- 
factorily. It  is  a little  difficult  sometimes  to  deter- 
mine what  is  a mere  error  and  what  is  a disputed 
deduction,  or  something  of  that  kind. 

25.282.  I agree,  but  you  have  come  across  oases  of 
palpable  errors  made  by  an  ignorant  taxpayer? — Yes. 

25.283.  And  then  they  are  afterwards  discovered, 
and  you  have  to  say  you  have  no  remedy ; you  cannot 
do  anything  for  him? — Yes. 

25.284.  You  have  the  right,  for  any  reason,  to  issue 
an  additional  assessment  within  three  years.  In  the 
case  of  error,  do  you  not  think  the  taxpayer  should 
have  the  same  right? — I am  still  hesitating  a little 
about  that  word  “ error.”  The  taxpayer  may  lie 
quite  low  and  not  furnish  us  with  information,  when 
it  suits  him,  and  he  may  come  forward  later  and 
obtain  a reduction  merely  on  the  ground  of  thin 
alleged  error,  also  where  it  suits  him.  We  must  have 
some  finality  in  our  assessments,  and  we  must  bear 
in  mind  that  the  information  to  enable  us  to  make 
a correct  assessment  must  come  from  the  taxpayer. 
Therefore,  I do  not  think  it  is  quite  fair  to  make  the 
time  within  which  we  can  make  additional  assess- 
ments correspond  absolutely  with  the  time,  in  all 
respects,  in  which  the  taxpayer  can  claim  an  adjust- 
ment. If  you  did  so,  the  dishonest  taxpayer  would 
gain  most. 

25.285.  Of  course,  you  have  the  absolute  right  at 
present,  even  though  it  is  a clear  arithmetical  error, 
to  say : “ no,  we  have  nothing  to  say  to  you.” — I am 
not  defending  that  absolutely;  I am  not  suggesting 
that  it  might  not  be  possible  to  meet  that  point. 
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25  286.  Dr.  Stamp : In  the  ease  of  a clear  error  like 
a double  assessment. 

25.287.  Mr.  McLintoclc : You  have  your  remedy 

there.  Failure  to  deduct  amounts  paid  under 
Schedule  A,  are  they  repaid? — Yes.  In  that  connec- 
tion I just  draw  your  attention  to  the  fact  that  we 
have  suggested  in  this  evidence  that  the  taxpayer 
should,  at  any  rate,  be  given  a time  limit  for  claim- 
ing relief  of  not  less  than  one  year  after  the  end  of 
the  year  of  assessment;  that  is  an  extension,  at  any 
rate,  of  the  present  law. 

25.288.  I do  not  know  if  any  Commissioners  asked 
you  with  regard  to  having  an  inquiry  office?— I have 
not  been  asked  anything  on  that  to-day. 

25.289.  The  point  is  this : the  Surveyor,  as  a rule, 
has  to  communicate  with  headquarters  by  letters ; I 
mean,  if  a special  point  is  raised,  he  cannot  settle  it 
himself.  His  letter  to  headquarters— it  is  only 
human— is  apt  to  be  a little  coloured  by  his  own  view 
of  the  point  put  up.  Is  at  not  possible  to  have  a 
resident  Inspector  in  all  big  city  districts,  where 
people  could  go  and  discuss  with  him  and  he  would 
have  the  power  to  settle  certain  things;  in  other 
words,  to  have  a higher  consulting  officer?— I should 
hesitate  very  much  with  regard  to  that. 

25.290.  If  you  had  suoh  an  officer,  when  you  had  a 
difference  with  the  Surveyor,  you  would  go  to  him 
and  he  would  say:  “ Yes,  I will  agree  that,”  or  “ I 
will  not  agree.”  There  is  no  such  finality  at  present? 
—No.  I should  hesitate  to  agree,  on  the  spur  of  the 
moment,  to  anything  which  would  detract  from  the 
responsibility  of  the  District  Surveyor,  but  I am  not 
saying  that  in  big  cities  that  might  not  be  done  to 
some  extent.  Indeed,  there  is  an  Inspector  now  in 
many  big  cities,  who  can  be  referred  to,  not  by  the 
taxpayer  directly  perhaps,  but  by  the  Surveyor. 

25.291.  Yes,  but  it  is  to  give  to  the  taxpayer  the 
right  of  access  to  state  his  own  case  in  his  own  way? 
—That  raises  this  question  more  than  anything  else. 

Is  the  Surveyor  a big  enough  man  to  deal  with  the 
taxpayer  or  ought  'there  to  be  a bigger  man  behind 
him  to  whom  the  taxpayer  can  go  habitually. 

25.292.  Most  Surveyors  are;  there  are  some  who 
are  unduly  zealous  and  strain  at  gnats  and  never 
swallow  the  camel?—!  am  afraid  we  shall  always  get 
that,  human  nature  being  what  it  is.  You  must  get 
a certain  percentage  of  all  types  in  any  service. 

25.293.  Where  are  these  Inspectors  now,  except  m 
London?— I am  afraid  l could  not  tell  you  offhand, 
but  I can  let  you  know. 

25.294.  I never  heard  of  one  in  Glasgow,  tor  in- 

stance?—! think  that  certainly  during  the  war  period 
Inspectors  have  been  constantly  working  all  over  the 
country.  I think  it  wants  a little  consideration, 
because  there  are  questions  of  economy  and  so  on 
behind  it.  , 

25.295.  There  is  one  other  point.  In  dealing  witn 
repayment  claims,  in  the  recovery  of  interest  against 
taxed  dividend,  for  instauce,  there  has  been  a good 
deal  of  changes  in  the  method  of  computing  the 
income  for  the  year,  has  there  not?  I will  give  you 
au  example  that  occurred  recently.  There  was _a 
claim  lodged,  and  at  loast  for  three  years  before,  the 
income  of  the  year  was  held  to  be  the  dividend 
received  during  the  year.  For  the  first  time  they  say : 

“ No,  we  are  going  to  apportion  these  dividends 
throw  them  back  into  the  year  in  which  the  profits  were 
earned.”  It  is  very  desirable  that  there  should  be  an 
absolutely  uniform  practice,  known  to  the  public.— 
On  that  I would  suggest  this.  The  Law,  I think,  is 
that  you  have  to  apportion,  but  if  you  did  apportion, 
it  would  cause  the  public  such  an  enormous  amount  of 
inconvenience  that  we  only  insist  on  the  law  being 
carried  out  very  strictly  when  it  makes  a material 
difference.  I think  that  is  really  the  difference 
between  the  law  and  the  practice,  and  possibly  you 
have  run  up  against  one  of  these  exceptional  cases. 

25.296.  In  these  points  of  practice  this  same  case 
has  been  dealt  with  on  different  lines  for  three  years 
to  what  it  has  been  dealt  with  in  the  last  year  ?— Ut 
course,  I am  in  a difficulty  about  an  individual  case, 
because  I have  not  seen  it. 

25.297.  There  have  been  a lot  of  complaints.  Is  it 
not  possible  that  where  a practice  differs  from  tne 


law,  that  practice  should  be  publicly  known  in  cases 
like  repayment  of  claims? — 1 venture  to  suggest  it 
must  be  subconsciously  known,  at  any  rate,  because 
the  taxpayer  acts  upon  it.  ' ., 

25,298.  Subconsciously  known  to  whom?— io  tne 
taxpayer.  He  makes  a return  on  the  basis  which 
accords  with  the  practice  though  not  with  the  strict 
law,  and  it  is  accepted.  His  repayment  claim  is  dealt 
with  on  that  basis,  I should  think,  in  99  per  cent,  or 
the  total  cases  we  get.  So  that  the  practice  is  well- 
known,  even  if  it  is  not  realized. 

25  299.  Sir  J.  Rarmood-Banner : Just  one  or  two 
questions  on  your  remarks  in  reference  to  one  tax- 
paver,  and  one  assessment.  In  paragraph  39  you  say 
that  as  regards  the  merger  of  the  Super-tax  in  the 
Income  Tax,  the  Board  are  of  opinion  that  there 
would  be  greater  complexity  rather  than  greater 
simplification.  Does  that  mean  that  there  would  be 
greater  complexity  to  the  Board  or  to  the  taxpayer 
—To  the  taxpayer  in  particular,  I was  thinking  of. 

It  includes  the  Board’s  side  as  well,  but  I had  the 
taxpayer  in  mind  more  particularly. 

25,300.  Therefore  the  opinion  expressed  by  Mr. 

S E.  Cash,  on  behalf  of  the  Federation  of  British 
Industries  and  on  behalf  of  all  the  large  interests  he 
represents,  that  they  prefer  a single  system  in  your 
view  you  do  not  think  anything  of  P— I would  not  put 
it  so  high  as  that.  I have  great  respect  for  all  those 
views  that  have  been  expressed,  but  I do  think 
sometimes  that  the  witnesses  who  have  appeared  may 
not  have  appreciated  all  the  difficulties  that  come 
home  to  us  in  practical  working  difficulties  to  the 
taxpayer  as  well  as  to  the  Revenue. 

25  801.  Does  the  difficulty  arise  because  the  Income 
Tax  ’and  Super-tax  are  chargeable  on  different  slices 
of  the  income?  For  instance,  if  a man  s income  was 
£50  000.  and  the  tax  on  incomes  of  that  size  to 
include  Income  Tax  and  Super-tax  was  fixed  at 
12s  6d.,  and  if,  instead  of  being  graduated  as  it  goes 
up  with  various  steps  in  the  rate,  it  became  12s.  6d. 
on  the  whole  £50,000,  would  your  objection  still 
apply? — Yes,  I am  afraid  so,  for  this  reason:  Suppose 
that  £50,000  is  made  up  of  two  sources  £25£00 
business  profits,  and  £25,000  taxed  dtv'dends.  ^ Ton 
have  to  charge  the  businees  profits  at  12s.  6d.  but  you 
have  only  f>ot  to  charge  the  dividends  at  6s  6d 
because  they  are  already  taxed  at  the  source  at  6.. 
You  get  a complication  at  once. 

25,302.  Is  it  not  within  the  power  of  the  men  who 
pay  Super-tax  to  make  a return  bringing  that  m- 
I suggest  that  is  what  they  do  at  the  present  moment, 
subject  to  the  one  qualification  that  we  tax  the  bus - 
ness  profits  as  well  as  the  dividends  at  6s  first.  At 
the  present  moment  the£2o,000  from  the  business  is 
taxed  at  6s.,  the  £25,000  from  dividends  we  tax  at 
source  at  6s. , and  the  £50,000  is  taxed  to  Super-tax 
at  the  balance  of  6s.  6d.  Now  the  only  difference,  m 
this  particular  case,  the  propcea1  which  yo^re  dig 
eussing  would  make,  would  he  that  the  MO  «X ) would 
now  be  charged  on  £26,000  at  12s.  6d.  and  on  £26,000 

^mHe  would  have  to  pay  the , 6s.  64.  on  the 
amount  on  which  he  bad  Pfd  6s.?— Yes 

25  304  It  is  quite  possible  for  him  to  make  up 

account  setting  that  out?-Now  if  I may  suggest  it 
havin-  got  as  far  as  that,  we  have  a^umed  tbat  he 
would  be  charged  to  Super-tax  at  6s.  6d.  or  12s.  6d., 

the  other  as  consisting  of  the  p s lce  , ,li EToiw.ri  t 
would  get  different  rates  applicable  to  the  ditterenr 

BUSo5.  But  I was  putting  the  slices  out  and  saying 
+rli0S:  TfZ  'you’ll  ^different  kind  7curve 
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different  real  rate  for  every  pound  of  income  right 

25.307.  Sir  J.  Harmood-Banner : But  that  would 
not  be  so  if  you  put  it  at  12s.  6d.  on  the  whole 
£50,000?— If  I may  just  put  this  to  you  more  in  the 
form  of  a question : what  rate  would  you  charge  on 
an  income  of  £50,000  and  on  one  of  £50,001  and  on 
one  of  £50,002?  At  present  there  is  a different 
rate.  If  it  is  12s.  6d.  on  £50,000,  on  £50,001  it  is 
twelve  shillings  and  six,  point  nought,  nought, 
nought  something  pence. 

25.308.  "What  I am  asking  the  question  for  is  this. 
Do  the  Board  rule  out  of  order  any  possibility  of 
arranging  a system  of  taxation  which  shall  graduate 
up  to  £100,000,  or  whatever  it  is,  at  one  rate  to 
include  Income  Tax  and  Super-tax? — To  rule  out. 
is  putting  it  rather  strongly,  but  I do  suggest 
that  it  is  incompatible  with  a system  of  taxation 
at  the  source.  So  long  as  you  deduct  part  of  the 
tax  at  the  souroe,  an  entire  merger  of  Income  Tax 
and  Super- tax  is  impossible. 

25.309.  Only  if  there  were  taxation  at  the  source, 
but  if  there  were  a personal  taxation,  then  it  would 
be  possible?—  If  there  were  no  taxation  at  the  source 
* which  to  my  mind  is  unthinkable,  if  I may  be 
allowed  to  say  so — then  I agree  it  would  be  possible. 

25.310.  And  it  is  not  possible  to  adjust  the  taxation 
at  the  source  to  the  fact  of  having  a single  rate 
running  through  the  different  grades  of  income;  it 
is  not  possible  to  adjust  that  in  such  a way  as  to 
carry  out  such  a scheme? — No,  I am  afraid  not. 
because  the  proportion  of  income  taxed  at  the  source 
will  differ  in  every  individual  case.  You  have  some- 
thing taken  off  at  6s.  in  one  case  and  an  entirely 
different  amount  in  another ; and  you  could  not  have 
a complete  merger  in  the  way  you  are  suggesting 
as  long  as  part  of  the  income  is  taxed  at  the  source. 

25.311.  If  you  had  single  tax  there  would  not  he 
various  taxes ; you  would  have  12s.  6d.  on  everything? 
—Quite,  but  vou  could  not  take  off  12s.  6d.  at  the 
source  from  the  man  with  £50,000,  I suggest? 

25.312.  No,  but  you  could  adjust  it  when  he  makes 
his  return? — Yes,  but  if  you  had  to  adjust  it,  you 
would  not  get  a complete  merger,  because  you  would 
be  taxing  part  of  the  income  at  12s.  6d.  and  part  at 
6s  6d. 

25.313.  Mr.  Kerly : I think  you  two  gentlemen  are 
at  cross  purposes.  Do  you  mind  if  I put  what  I 
think  is  your  point.  Why  not  treat  all  deductions 
at  the  source  as  mere  credits  and  make  up  the  account 
as  if  there  had  been  no  deduction  at  the  source  at 
all,  and  give  the  man  credit  for  what  has  been  de- 
ducted? I agree  that  you  would  have  the  trouble 
that  in  every  case  where  a man  gets  income  less 
deduction  you  will  have  to  find  out  what  the  real 
income  was,  by  adding  on  what  has  been  deducted. 
But  if  you  go  through  that  operation  then  you  will 
have  your  complete  Super-tax  right  through  including 
Income  Tax? — Yes,  only  it  will  be  a different  Super- 
tax from  the  present  Super-tax  in  this  respect  also ; 
that  it  will  not  be  a Super-tax  charged  on  different 
slices  of  the  income. 

25.314.  But  the  result  would  be  exactly  the  same? 

— Yes,  but  you  will  introduce  jumps  into  your 
graduation  unless  vou  have  a different  rate  for  each 
pound  of  income  right  the  way  up. 

25.315.  And  you  dc  so? — Quite;  admitted,  if  you 
introduce  jumps. 

25.316.  Sir  J.  Harmood-Banner:  My  question  was, 
that  I wanted  to  know  whether,  if  that  could  be  ad- 
justed, the  Board  would  rule  it  entirely  out  of  order, 
as  thev  do  in  paragraph  39? — I am  afraid  that  is  a 
very  big  “ if.”  I personally  cannot  see  how  the 
thing  could  be  satisfactorily  worked  with  circum- 
stances anvthing  like  what  thev  are  at  present. 

25.317.  Mr.  Marks:  Mr.  Chairman,  does  your 

suggestion  imply  a graduation  of  the  Income  Tax  in 
slices,  as  well  as  of  Super-tax? 

25.318.  Mr.  Kerly:  That  I think,  is  an  ideal — to 
graduate  everything,  as  I have  often  said  ; the  ideal 
seems  to  me  to  give  every  £100  of  income  its  appro- 
priate rate,  just  as  vou  do  above  £2,500  now  for 
Super-tax.  I put  this  to  Mr.  Harrison,  and  he  did 
not  like  it.  because  he  thought  there  would  be  prac- 
tical difficulties : but  it  would  involve,  as  T have  just 
put  to  Mm,  as  it  seems  to  me.  every  man  making 


up  ms  account,  lie  would  £ 


r”. — • A nave  received  such 

and  such  income;  as  to  A,  Ii  and  C,  I have  not  to 
add  X,  x,  Z,  to  get  the  actual  income;  as  to  D 
there  has  been  no  claim,  and  D is  the  amount”’ 
Ihen  he  makes  up  his  total  income;  and  having  got 
his  total  income,  he  is  able  to  reckon  by  the  table 
what  his  total  tax  would  be.  That  would  be  one 
side  of  the  account.  As  against  that,  he  would  credit 
as  a payment  everything  that  has  been  deducted  at 
the  source  or  which  he  has  paid  on  account  or  in  any 
other  way.  It  seems  simple  on  the  face  of  it  It 
undoubtedly  does  involve  having  a Hat  rate  or  several 
flat  rates  for  deduction  at  the  source  on  any  par 
ticular  types  of  income?— It  also  involves,  if  I may 
say  so,  that  you  cannot  make  up  your  bill  against 
each  taxpayer  until  after  the  end  of  the  year  You 
cannot  collect  last  year’s  tax  until  this  year. 

25,319.  I appreciate  that.  You  told  me  so  when 
I put  it  to  you  before?— Forgive  my  mentioning  it 
again. 


25.320.  It  is  quite  right  that  it  should  not  be  for- 
gotten, but  I would  suggest  getting  over  that  by 
merely  making  the  man  pay  something  on  account 
and  bringing  that  into  Ills  credit  side.  At  an  early 
stage  of  this  inquiry,  I had  a great  attraction  to- 
wards what  I was  suggesting  to  you ; I must  say  that 
the  view  as  to  its  practicability  has  been  very 
seriously  shaken.  I do  not  put  it  forward  as  my  con- 
sidered view,  but  I thought  I might  assist  you. 

25.321.  Sir  J.  Harmood-Banner:  You  have  been 
assisting  me  greatly ; I am  obliged  to  you  for  making 
the  point  clear.  (To  Witness) : Then  it  is  not  ruled 
absolutely  out  of  order  that  there  is  this  possibility 
that  such  a tax  might  be  arranged  somehow  or  other  ? 
—It  is  a possibility,  but  all  the  official  evidence,  I 
think,  is  against  its  desirability. 

t 25,322.  Then  will  you  just  turn  to  paragraph  36. 
You  say:  “ In  cases,  therefore,  in  which  it  would  be 
necessary  to  make  more  than  a single  assessment  upon 
the  same  person,  the  different  assessments  would  ne- 
cessarily be  made  on  different  slices  of  the  income  at 
different  rates  of  duty,  and  it  is  questionable  whether 
the  result  would  not  be  at  least  as  puzzling  to  the 
taxpayer  as  the  present  system.”  Do  you  put  it 
entirely  on  the  taxpayer  there,  or  do  you  put  it  on 
the  Board?  Is  it  puzzling  for  the  Board,  or  puzzling 
for  the  taxpayer? — I do  not  want  to  make  too  much 
of  our  difficulties ; I wanted  to  show  that  the  tax- 
payer would  be  involved  as  well. 


25.323.  Do  you  not  think  that  the  taxpayers — the 
able  men  who  have  given  us  evidence  here — who  pay 
on  that  basis,  would  be  quite  capable  of  dealing  with 
that  puzzle? — T think  some  taxpayers  might,  un- 
doubtedly, but  I am  afraid  that  all  would  not  be  able 
to  do  so. 

25.324.  But  the  taxpayer  who  is  in  the  habit  of 
paying,  say,  £2,500  a year,  and  of  being  interested 
in  more  than  one  assessment,  would  be  quite  capable 
of  dealing  with  such  a puzzle? — I do  not  know.  If 
you  have  a taxpayer  who  has  three  sources  of  income 
— and  this  paragraph,  of  course,  assumes  that  the 
present  Super-tax  method  of  charging  different  slices 
at  different  rates  is  retained  ; this  paragraph  is  based 
on  that;  it  may  not  be  retained  but  it  is  based 
on  that— if  it  were  retained  and  if  it  was  worked  in 
that  way,  then  the  taxpayer  would  be  charged  at 
different  rates  on  different  parts  of  his  income,  and 
if  his  income  came  from  three  sources,  he  would  find 
one  rate  applied  to  one  part,  and  another  rate  to 
another,  and  another  rate  to  a third,  and  I suggest 
that  would  puzzle  him. 

25.325.  In  paragraph  37  you  suggest  that  the  tax- 
payer most  puzzled  by  the  existing  system  is  the 
person  whose  income  is  below  the  Super-tax  range 
altogether? — Yes. 

25.326.  Mr.  Kerly : That  is  the  real  trouble,  because 
on  my  method,  every  taxpayer,  not  only  every  Super- 
tax payer,  hut  every  taxpayer,  would  have  to  make 
up  an  account? — Yes. 

25.327.  Sir  .7,  Harmood-Banner : With  regard  to 
the  taxpayer  who  is  most  puzzled  by  this1,  would  it 
be  possible,  by  giving  him  an  ooportunity  of  making 
a joint  assessment,  to  rid  himself  of  that  difficulty? — 
If  the  taxpayer  could  have  one  single  assessment,  as 
far  as  he  is  concerned,  it  would  get  over  that  diffi- 
culty ; but,  for  the  reasons  I have  suggested  in  these 
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earlier  paragraphs  of  my  evidence-in-chief,  that  in 
itself  is  a very  difficult  question. 

25,328.  Yes,  you  have  suggested  it,  I see.  But, 
looking  at  the  statements  made  by  these  experienced 
witnesses,  and  from  one’s  own  knowledge,  is  it  not 
extremely  inconvenient  to  the  taxpayer  who  has 
businesses  in  various  parts,  and  who  receives  under 
A B C D and  E,  numerous  assessments,  to  have  to 
deal  with  these  numerous  assessments;  and  his 
willingness  to  pay,  and  the  ease  in  dealing  with  the 
tax  as  regards  the  taxpayer  (1  do  not  say  as  regards 
the  Board)  would  be  very  much  assisted  if  he  was  able 
to  make  one  return  and  base  it  on  the  one  system? 

Yes,  there  is  very  great  force  in  that,  I admit,  but 

in  the  very  case  you  put,  in  which  the  taxpayer  has 
two  or  three  or  more  places  of  business,  the  difficulty 
which  we  feel  is  very  great,  because  I suggest  that 
if  the  taxpayer  who  has  a cotton  spinning  business  in 
Lancashire  were  to  elect  to  be  assessed  altogether 
down  here  in  London,  he  might  have  to  come  before 
a body  of  Commissioners  who  know  nothing  whatever 
about  cotton  spinning ; and  it  is  most  desirable,  from 
our  point  of  view  that  his  liability  in  respect  of  his 
cotton  spinning  business  should  be  dealt  with  by 
Accountants,  Surveyors  and  Commissioners  who  know 
something  about  that  industry,  and  not  by  another 
body  of  Commissioners  who  may  know  nothing  what- 
ever about  it.  That  is  the  difficulty  we  are  up  against 
there. 

25.329.  Are  there  many  cases  of  that  nature?— I am 
not  in  a position  to  give  you  a percentage.  There 
is  an  appreciable  percentage  of  cases  in  which  the 
taxpayer  is  interested  in  more  than  one  business, 
certainly;  and  the  difficulty  always  might  arise  in 
a case  of  that  kind. 

25.330.  Would  it  not  be  possible  to  have  a central 

office  before  which  these  could  come,  and  then  be 
delegated  down  to  their  respective  districts  to  deal 
with  as  regards  the  profits  of  those  particular  in- 
dustries?  I'Then  you  would  get  back  to  the  several 

assessments.  , 

25.331.  To  several  assessments  as  regards  tne 
Board,  but  not  to  several  assessments  as  regards  the 
individual?— To  several  investigations  of  liability; 

I will  put  it  that  way.  Y'ou  would  get  your  return 
referred  from  the  Central  Office  to  Lancashire,  York- 
shire and  to  Somerset,  if  you  like,  for  the  liability 
arising  from  industries  carried  on  in  those  particular 
counties  to  be  investigated.  Now  an  investigation 
might,  and  in  many  cases  undoubtedly  would,  involve 
correspondence  with  the  taxpayer,  and  he  would  get 
letters  from  Somerset,  and  Yorkshire,  and  Lancashire, 
and  he  would  say:  “here  I am  back  in  the  old 

trouble ; I am  dealing  with  three  people  m different 
parts  of  the  country.”  . , , 

25  332.  Are  you  not  assuming  rather  that  he  is  bacK 
in  the  same  trouble,  when  he,  having  his  various 
businesses,  would  have  no  difficulty  whatever  m his 
various  branches  in  dealing  with  the  point  in  the 
district  to  which  it  refers? — If  that  is  so:  if  he  can 
deal  with  the  points,  of  course  then  the  matter  is 
easier.  But  I suggest  that  under  the  present  system, 
his  local  liability  is  settled  locally  by  his  local  people, 
and  I think  that  system  is  more  convenient  to  him, 
probably.  . 

25,333.  Is  it  not  the  fact  that  already,  for  instance, 
there  are  many  cases  of  a similar  nature?  I take 
one  of  my  own  cases  wliere  we  have  Wigan  Liverpool 
and  Warrington  to  deal  with;  it  is  all  done  at 
Warrington.  I confess  there  are  some  difficulties  in 
correspondence  between  the  three,  but  still,  there  is 
no  general  difficulty  which  is  insuperable.  There 
being  no  general  difficulty  which  is  insuperable  in 
the  case  of  one  business  being  iron,  and  one  being 
coal,  there  would  be  no  general  insuperable  difficulty 
in  other  classes  of  the  community? — I am  not  suggest- 
ing that  there  is  any  difficulty  where  a man  is  carry- 
ing on  one  business  in  twenty  places.  The  difficulty  I 
have  in  my  mind  is  where  he  is  carrying  on  three  or 
four  different  businesses,  a draper,  grocer  and  builder, 
if  you  like,  or  three  industries  of  more  importance, 
like  those  we  were  speaking  of  just  now.  If  you  are 
simply  a big  firm  or  a big  company  with  a number  of 
branches,  at  the  present  time,  your  liability  is  nor- 
mally dealt  with  in  one  place;  there  are  not  twenty 
separate  assessments  because  you  have  twenty 
branches. 


25.334.  You  have  the  view  that  it  would  create  a 
difficulty,  but  you  would  not  be  astonished  if  ther6 
were  many  others  who  consider  it  would  not  create 
any  difficulty  whatever,  and  that  it  would  be 
absolutely  easy  for  them,  if  they  could  make  one 
assessment  and  not  be  troubled  with  the  very 
numerous  assessments  that  come,  and  which  they 
have  to  deal  with,  and  which  virtually  come  to  a 
central  place  to  be  dealt  with? — I fully  admit  that 
the  taxpayer  would  naturally  take  that  view,  but  I do 
come  back  to  my  point,  that  if  he  has  a particular 
kind  of  business  which  is  localized  or  centralized  in 
a particular  place,  we  could  not,  without  sacrificing 
revenue,  let  him  be  dealt  with  in  another  place, 
where  nothing  was  known  of  the  conditions  of  that 
industry. 

25.335.  Then  might  I say  the  conclusion  that  you 
come  to  is  that  the  taxpayer  might  like  it,  but  the 
Board  of  Inland  Revenue  would  not,  because  it  might 
affect  the  advantage  of  their  collections?— Yes ; and 
the  taxpayer,  I suggest,  too. 

25.336.  It  is  a matter  for  the  Board  of  Inland 
Revenue  more  than  for  the  taxpayer?— I think  it 
is  a matter  certainly  for  both. 

25.337.  You  carry  out  the  wishes  of  the  Board  of 
Inland  Revenue,  rather  than  the  wishes  of  the  tax- 
payer, in  having  these  separate  assessments?—!  do 
not  want  to  leave  it  quite  like  that,  if  you  will  allow 
me.  Certainly  I think  it  is  essential  to  the  efficiency 
of  the  Income  Tax,  and  therefore  to  the  interests  of 
the  taxpayers  of  the  country  as  a whole,  as  I say, 
that  businesses  should  be  dealt  with  where  they  are 
carried  on.  As  far  as  the  taxpayer  is  concerned, 
while  he  may  think  it  desirable  and  simple,  according 
to  his  idea,  to  have  a single  assessment,  yet  I think, 
because  of  that  necessity,  he  must  be  bothered  by  the 
officials  for  the  district  where  he  carries,  on  his 
business.  I agree  that  it  is  mainly  the  efficiency  of 
the  tax  that  I have  in  mind,  in  connection  with  that 
particular  point. 

25.338.  In  reference  to  salaries,  directors’  fees,  and 
other  things:  where  a man  is  doing  work  in  various 
places,  would  it  not  be  possible  that  he  should  be 
allowed  to  concentrate  those  and  pay  in  one  tax, 
instead  of  having  the  enormous  number  of  assess- 
ments of  all  sorts  and  kinds  that  come  in  at  the 
present  time?— It  would  be  much  simpler,  of  course, 
to  concentrate  them  in  the  case  of  directors’  fees, 
because  there  would  not  be  likely  questions  arising 
about  the  liability. 

25.339.  Then  your  observations  here  regarding  one 
taxpayer  and  one  assessment  do  not  a,pply  to  the 
question  of  salaries? — Not  to  anything  like  the  same 
extent.  It  is  businesses  that  I have  principally  in 
mind. 

25.340.  One  question  as  regards  Income  lax  in 
relation  to  weekly  wage-earners.  I have  no  doubt 
your  attention  has  been  called  to  the  number  of 
weekly  wage-earners  who  have  passed  resolutions, 
colliers  especially,  who  have  said  that  they  will  not 
pay  Income  Tax  of  any  sort  or  kind?— I have  seen 
that  asserted. 

25.341.  Do  you  not  think  that  that  would  be  entirely 
got  rid  of.  if  the  employer  was  entitled  to  deduct,, 
in  paying  wages,  a sum  requisite  to  pay  the  Income 
Tax  of  those  respective  men? — Personally  my  fear 
is  that  you  would  have  trouble  at  the  outset  with  the 
workman,  in  establishing  a system  of  that  kind.  I 
quite  agree  that  if  the  workman’s  Income  Tax  could 
be  taken  off  his  wages  in  a way  satisfactory  to  every- 
body concerned,  he  would  feel  the  deduction  much 
less' than  he  feels  the  present  payment;  but  we  felt 
that  we  could  not  introduce  a system  of  that  kind ; 
there  were  so  many  objections. 

25.342.  Do  you  know  that  in  many  cases  employers 
have  had  requests  from  their  workmen  that  it  should 
be  dealt  with  in  that  way  ?— Requests  have  been  made 
and  in  a certain  limited  number  of  cases,  a system  of 
that  kind  was  established;  but  a number  of  them 
have  had  to  be  gone  back  upon  since,  because  they 
were  not  found  to  work  in  practice. 

25.343.  The  original  representation  was  made  at 
a time  when  the  rate  of  wages  was  much  less  than 
it  is  at  present? — No  doubt  that  is  true. 
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25.344.  So  that  now  a greater  number  are  brought 
in,  and  with  the  increase  of  wages,  in  the  same  way 
that  they  do  not  object  to  the  deduction  for  insurance 
and  unemployment  charge,  they  would  not  object  to  a 
deduction  for  the  Income  Tax  charge? — Of  course 
that  is  purely  a psychological  point.  Our  experience, 
as  distinguished  from  our  views,  has  been  that  they 
did  object. 

25.345.  For  instance,  taking  the  case  of  a man  who 
employs  a gardener  and  chauffeur,  above  the  rate, 
do  you  think  that  the  employees  would  not  much 
prefer  to  have  the  tax  deducted  from  their  wages,  in 
the  same  way  as  they  pay  their  insurance,  rather 
than  have  to  pay  a sum  every  quarter  ?— I can  only 
say,  in  answer  to  that,  that  if  I were  a gardener,  I 
would  personally  prefer  to  have  it  deducted;  but  I 
do  not  know  how  it  would  appeal  to  somebody  else. 
That  is  purely  a personal  opinion. 

25.346.  But  the  present  system,  which  brings  to  the 
man  the  notice  of  a serious  payment  every  quarter, 
does  create  in  his  mind  a feeling  which  makes  him 
tend  to  object,  and  to  strike  and  to  create  difficulties? 
— I do  not  know  whether  that  is  the  root  of  his 
objection,  or  whether  it  is  another  thing  altogether, 
which  one  sees  put  forward  in  the  newspapers,  namely, 
that  the  subsistence  level  is  higher  than  it  was,  and 
that  they  are  below  the  subsistence  level,  or  some- 
thing of  that  kind. 

25,347  The  less  it  is  brought  to  his  attention,  the 
more  chance  there  would  be  of  your  collecting  it? — 
Quite. 

25.348.  Mr.  Kerly : I will  try  to  go  somewhat 
rapidly  over  a few  points  I want  to  mention.  In  one 
of  your  former  papers,  you  suggest  that  there  would 
be  50  million  pounds  lost  if  deduction  at  the  source 
were  given  up.  That  was  based  on  some  materials, 
no  doubt? — That  was  based  upon  materials. 

25.349.  Could  you  put  in  quite  a short  note,  indica- 
ting the  materials  upon  which  that  was  based? — I 
think  I could  do  bo,  certainly. 

25.350.  I will  not  ask  you  to  do  it  now,  but  will 
you  kindly  put  it  in? — Yes. 

25.351.  Do  you  know  that  there  is  a view,  on  the 
part  of  many  taxpayers,  that  they  are  really  paying 
Super-tax  on  Income  Tax? — Yes. 

25.352.  That,  of  course,  is  wrong ; they  are  paying 
it  on  their  real  income,  which  is  got  before  deduction 
of  Income  Tax? — Precisely. 

25.353.  Has  the  Board  considered  whether  it  would 
be  better  to  make  the  Super-tax  pa3'able  only  on 
what  remains  after  the  Income  Tax  has  been 
deducted? — Yes;  we  have  considered  that,  and  we 
are  about  to  send  you,  in  the  course  of  a few  days 
a note  on  that  very  point.  [ See  Appendix  No.  56.  j 

25.354.  Very  well;  then  I will  say  nothing  further 
about  that.  Speaking  generally,  a good  many  of  the 
modifications  that  are  suggested  in  practice,  appear 
to  be  subject  matter  for  departmental  rules.  Do 
you  not  think  it  would  be  an  excellent  thing  if  there 
was  a rule-making  power,  if  necessary  in  a certain 
class  of  cases;  and  supposing  they  require  Parlia- 
mentary authority,  to  be  laid  before  Parliament? — 
On  that  point,  I think  all  I can  say  is  that  it  is 
rather  contrary  to  the  traditions  of  this  country,  I 
think,  for  Parliament  to  delegate  its  rule-making 
powers  to  a Government  Department.  I do  not  say 
it  has  never  happened. 

25.355.  Is  it  not  a very  bad  precedent  to  require 
everything  to  be  done  by  Act  of  Parliament,  with  all 
the  difficulties  of  getting  it  through  the  House? 
Does  not  that  in  fact  preserve  such  ridiculous 
anomalies  as  are  displayed  by  these  maps  on  the 
screens? — Quite;  I think  there  is  some  point  in  what 
you  say! 

25.356.  I merely  put  the  point.  There  is  a matter 
that  seems  to  me  to  be  important  in  regard  to  pay- 
ments in  advance.  What  do  you  think  of  this  sug- 
gestion? I think  you  yourself  suggest  that  vouchers 
might  be  obtained  from  the  post  office,  and  might 
afterwards  be  used  for  paying  Income  Tax? — Yes. 

" 25,357.  That  would  enable  people  with  small  in- 
comes to  save  up? — Yes,  that  is  the  suggestion. 

25.358.  Those  vouchers  would  be  bought  under  dis- 
count?— Yes. 

25.359.  At  a rate  which  would  be  settled  for  the 
particular  year? — Quite. 


Harbison.  [Continued. 


25.360.  Should  not  that  be  extended,  so  that  people 
with  larger  incomes,  instead  of  investing  their  money 
in  Exchequer  Bills,  could  buy  corresponding  vouchers 
to  any  amount,  through  their  banks? — I see  no 
reason  why  the  vouchers  should  necessarily  be  limited 
to  small  sums. 

25.361.  It  seems  to  me  that  a good  deal  of  assist- 
ance might  be  given  to  the  Revenue  in  getting  earlier 
payment  in  that  way,  now  that  the  Income  Tax  is 
such  a very  large  sum? — Possibly;  but  a business 
man,  as  a rule,  is  inclined  to  think  that  he  can  get 
higher  interest  by  using  his  money  in  his  own  busi- 
ness, than  he  would  be  likely  to  get  from  the  Inland 
Revenue  in  the  form  of  discount. 

25.362.  Do  not  a great  number  of  people  put  their 
money  on  deposit  at  banks? — I have  no  doubt  they  do. 

25.363.  And  buy  Exchequer  Bills  for  short  periods? 
— Yes;  I am  not  suggesting  there  is  nothing  in  it, 
by  any  means. 

25.364.  The  rate  the  Government  could  give  would 
be  the  rate  at  which  it  had  to  borrow,  not  a nominal 
rate  ? — P rec  isely . 

25.365.  Then  on  the  question  of  limits  of  time  for 
appeal,  provided  that  an  appeal  does  not  stop  the 
liability  for  payment,  and  that  the  payment  is 
actually  required,  is  there  any  reason  why  reasonably 

long  times  should  not  be  granted  for  appealing? 

No.  I think  if  we  were  entitled  to  claim  payment 
of  our  tax,  of  course  the  position  would  be  altered 
very  considerably. 

25.366.  Is  it  not  desirable  that  it  should  be 
altered? — I do  not  think  the  taxpayer  would  take 
very  kindly  to  a system  under  which  he  had  to  pay 
upon  the  liability  as  we  fixed  it,  before  he  had  an 
opportunity  of  appealing  against  it. 

25.367.  I suggest  to  you  that  is  the  right  method? 
— As  an  official,  of  course,  it  appeals  to  me. 

25.368.  You  say  the  Commissioners,  but  I suggest 
to  you  the  Court  or  Commissioners  should  have 
power  to  extend  all  times  for  appeals,  just  as  a judge 
of  the  High  Court  has,  or  a judge  of  a County 
Court? — Yes;  I only  referred  to  Commissioners  be- 
cause I was  thinking  particularly  of  cases  that  come 
before  the  Commissioners. 

25.369.  You  gather  that  I am  putting  some  of 
these  points  just  to  get  them  on  the  note? — Yes. 

25.370.  With  regard  to  this  question  of  workmen’s 
payments,  which  has  been  very  fully  discussed,  sup- 
pose the  employer  were  required  to  make  a deduction 
at  a flat  rate,  for  convenience  I suggest  Is.  in  the 
£,  in  the  case  of  a married  man,  on  all  wages  of  £5 
a week  and  upwards,  in  every  week  where  the  wages 
exceeded  or  equalled  £5;  and  in  the  case  of  an  un- 
married man,  on  £3  and  upwards;  and  those  deduc- 
tions went  to  the  credit  of  the  workman,  and  his 
voucher  being  a stamped  card,  could  not  most  of-  the 
difficulty  be  got  over  by  arranging  that  those  stamped 
cards  should  then  be  taken  to  the  Surveyor’s  office, 
and  a warrant  given  which  would  enable  the  man  to 
draw  from  the  Post  Office  Account  for  the  balance? 
— Yes,  that  would  be  a variation  of  Mr.  Carter’s 
proposal,  I take  it. 

25.371.  Does  it  strike  you  as  a practical  line?  Of 
course  it  would  have  to  be  worked  out? — I hesitate 
to  commit  myself  very  definitely  until  it  is  worked 
out,  because  I can  see  possible  complications. 

'25,372.  I put  this  to  another  witness,  but  I would 
like  to  have  your  view  upon  it.  Where  there  is  a 
decision  against  the  Revenue  by  the  Commissioners, 
by  the  first  Court,  or  by  any  Court,  and  an  appeal, 
that  is  generally  because  the  Revenue  desires  to  have 
some  doubtful  point  settled,  is  it  not? — Yes,  that 
would  be  so. 

25.373.  Does  it  not  strike  3-011  as  a reasonable 
thing,  that  in  such  a case  as  th  I . the  Revenue  should 
have  no  costs  of  any  subsequent  proceedings?: — May 
I reserve  the  answer  to  that  question.  Mr.  Cox,  the 
Solicitor  of  Inland  Revenue,  is,  I think,  dealing  with 
that  particular  point. 

25.374.  Very  well;  then  I will  leave  it  to  Mr.  Cox? 
— Thank  you. 

25.375.  I think  the  old  rule,  which  obtained  for 
many  years,  was  that  the  Crown  neither  paid  nor 
received  costs?— I think  that  is  so, 
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25.376.  And  an  alteration  has  been  made,  which 
lias  acted,  as  all  of  us  know,  with  great  hardship  in 
particular  cases? — That  may  be  so. 

25.377.  Dr.  Stamp : On  the  question  of  modifying 
the  British  attitude  towards  giving  Departments 
power  of  making  Regulations,  there  has  been  some 
extension  in  that  direction  of  late  years,  has  there 
not:  there  has  been  some  precedent  both  for  the 
Income  Tax  and  Excess  Profits  Duty? — There  has, 
certainly. 

25.378.  Has  there  been,  to  your  knowledge,  any 
«reat  public  dissatisfaction  with  what  has  been  done 
under  the  Regulations? — I am  not  aware  that  there 
has,  but  I incline  to  the  view  that  the  British  public 
might  look  upon  this  power  rather  differently  in 
times  of  peace  from  what  it  did  in  times  of  war. 

25.379.  Is  not  most  of  the  trouble  likely  to  be  in 
the  House  of  Commons,  in  consequence  of  this? — I 
think  the  House  of  Commons  might  be  jealous  of  any- 
thing which  amounted  to  a suggestion  that  we  should 
impose  taxation  or  do  anything  which  bore  a resem- 
blance to  the  imposition  of  taxation. 

25.380.  But  in  so  far  as  it  is  settling  the  details 
within  a well  defined  area,  is  there  not  a good  deal 
to  be  said,  in  these  days  of  very  complicated  facts, 
for  letting  them  be  dealt  with  by  way  of  Depart- 
mental Regulations? — I think  there  are  some  cases  in 
which  you  are  almost  bound  to  come  to  Regulations. 

25.381.  Mr.  May : I should  like  to  ask  one  question, 
following  Dr.  Stamp,  as  to  the  making  of  Regulations 
by  the  Department.  Is  it  not  a fact  that  the  most 
vexed  of  all  questions,  the  definition  of  profits,  is 
left  very  largely  to  the  administrative  rules  of  the 
Department? — No,  I do  not  think  so.  There  is  a 
great  body  of  Case  law  upon  the  subject;  it  is  not 
in  the  Statute,  it  is  true. 

25.382.  Would  it  make  any  difference  if  I altered 
the  word,  and  said  the  definition  of  “income”? — 


“ Income,”  of  course,  includes  profits,  and  there  are 
numerous  decisions  which  help  us  to  a definition  of 
what  is  income  for  Income  Tax  purposes. 

25.383.  But  is  it  not  a fact  that  in  the  last  resort, 
it  is  left  to  the  Department  to  define,  by  rules? — I 
do  not  think  so,  because  the  taxpayer  can  imme- 
diately challenge  us.  We  say  something  is  income, 
and  he  says  it  i6  not,  and  he  can  immediately  take  us 
up  to  the  Court,  if  he  does  not  agree  with  us. 

25.384.  Dr.  Stamp:  There  is  a great  difference 
between  an  interpretation  of  the  Act  and  the  actual 
setting  up  of  machinery  and  method  of  rules?— 
Quite. 

25.385.  For  instance,  if  it  was  left,  as  it  was,  I 
believe,  to  the  Income  Tax  Regulations  to  define 
what  was  profits  or  surplus  for  Co-operative  Societies 
under  the  Excess  Profits  Duty,  that  is  quite  another 
matter  to  ordinary  Income  Tax  matters? — Yes. 

25.386.  Mr.  May : I am  not  dealing  with  the  Co- 
operative Societies. 

25.387.  Dr.  Stamp:  It  is  a question  of  principle 
involved. 

25.388.  Mr.  May:  I put  this  point:  that  in  arriv- 
ing at  profits  or  the  taxable  profits  or  income  of  any 
public  company,  the  ultimate  figure  is  arrived  at, 
very  largely,  by  the  Rules  and  Regulations  laid 
down  by  the  Department? — Of  course  the  Depart^ 
ment,  acting  through  hundreds  of  officials,  has  to 
have  something  like  a uniform  system  on  which  it 
works ; but  every  one  of  those  Rules,  if  I can  so  call 
them,  may  be  challenged  at  any  moment  by  the  tax- 
payer, if  he  thinks  it  does  not  correspond  with  the 
law.  There  are  no  actual  rules  in  the  sense  of  statu- 
tory Regulations  made,  but  of  course  there  must  be 
an  interpretation  of  every  sentence  of  an  Act. 

25.389.  Mr.  May:  I will  leave  it  at  that. 

25.390.  Mr.  Kerly:  Thank  you,  Mr.  Harrison. 


Mu.  Peter  Rintoul,  on  behalf  of  the  Chartered  Accountants  of  Scotland,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

25.391.  (1)  I am  a member  of  the  Institute  of 
Accountants  and  Actuaries  in  Glasgow,  and  senior 
partner  of  the  firm  of  Grahams,  Rintoul,  Hay,  Bell, 
& Co.,  Chartered  Accountants,  carrying  on  business 
at  105,  St.  Vincent  Street  there. 

25.392.  (2)  I have  myself  been  in  practice  for  over 

twenty-four  years,  and,  like  all  practising  accountants, 
have  had  considerable  experience  of  work  in  con- 
nection with  the  ascertainment  of  liability  to  Income 
Tax,  Super-tax,  and  the  preparation  of  repayment 
claims,  &c.  1 am  at  present  a member  of  the 

council  of  the  Institute  of  Accountants  and  Actuaries 
in  Glasgow. 

25.393.  (3)  There  are  in  Scotland  three  chartered 
societies  of  accountants:  — 

(1)  the  Society  of  Accountants  in  Edinburgh — 

incorporated  in  1854; 

(2)  the  institute  of  Accountants  and  Actuaries  in 

Glasgow — incorporated  in  1855 ; 

(3)  the  Society  of  Accountants  in  Aberdeen-  - 

— incorporated  in  1867. 

The  total  membership  of  these  Societies  taken  to- 
gether is  1,516. 

25.394.  (4)  In  terms  of  the  charters  councils  are 
elected  by  the  members  of  each  of  the  societies,  to 
manage,  direct,  order,  and  appoint  in  all  matters  and 
things  touching  and  concerning  the  societies. 

25.395.  (5)  Some  time  ago  a joint-committee  of 
councils  was  formed,  to  which  the  Edinburgh  and 
Glasgow  societies  each  appoint  four  members,  and 
the  Aberdeen  society  two.  This  joint-committee  deals 
with  such  mattei's  as  affect  all  three  societies  equally 
— that  is  to  say,  the  profession  in  Scotland  generally. 
It  appointed  a sub  committee  to  take  steps  with  the 
view  of  putting  the  opinions  and  experience  of  the 
profession  in  Scotland  with  reference  to  Income  Ta:: 
before  the  Royal  Commission,  and  I have  been  de 
puted  to  give  the  evidence  on  their  behalf.  The  sub- 
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committee  consisted  of  Mr.  T.  P.  Laird,  secretary 
of  the  Edinburgh  society;  Mr.  David  Strathie, 
president  of  the  Glasgow  society;  Mr.  Walter  A.  Reid, 
piesident  of  the  Aberdeen  society ; and  myself. 

25.396.  (6)  We  have  endeavoured  to  secure  the 
opinions  of  as  many  members  of  the  three  societies 
as  possible  by  the  issue  of  a questionnaire  to  all 
members  and  otherwise.  We  realize  that  the  Com- 
mission has  by  now  heard  a great  deal  of  evidence, 
and  in  particular,  that  of  several  prominent  Eng- 
lish accountants,  and  that  in  consequence  much  of 
the  evidence  we  can  give  is  really  only  confirmatory 
of  evidence  already  given ; but  we  think  the  Com- 
mission may  probably  wish  to  have  the  opinions  of 
the  profession  in  Scotland,  and  that  these  can  be 
given  briefly  and  in  such  a form  as  not  to  take  up 
much  of  the  valuable  time  of  the  Commission. 

Taxation  at  the  source. 

25.397.  (7)  Although  some  of  our  members  would 
like  to  see  this  abolished  and  a system  of  direct 
assessment  substituted,  the  sub-committee  are  of 
opinion  that,  on  account  of  the  probable  loss  to  the 
Revenue  under,  and  the  cost  of  such  a system,  the 
retention  of  taxation  at  the  source  is  desirable. 

Simplification. 

25.398.  (8)  We  are  in  favour  of  simplification,  and 
our  experience  is  that  very  few  traders  or  private 
individuals  understand  the  provisions  of  the  In- 
come Tax  Acts,  because  of  the  variety  of  ways  in 
which  liability  has  to  be  computed  and  the  multi- 
plicity of  reliefs  and  abatements  now  available  to  a 
taxpayer. 

The  sub-committee  believe  that  the  greatest 
practicable  step  in  the  direction  of  simplification 
would  be  the  assessment  of  all  incomes,  profits,  &c., 
including  those  now  assessable  under  Schedule  E, 
upon  the  basis  of  the  income  or  profit  of  the  year 
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preceding  the  year  of  assessment.  A considerable 
number  of  our  members  are  against  tbe  abolition,  as 
the  basis  of  assessment,  of  the  present  three  and  five 
years’  averages  of  profits,  giving  as  their  principal 
reason  for  this  that  the  system  of  averages  allows 
losses  to  be  set  off  against  profits.  If  assessment  on 
one  year’s  results  is  made  universal,  provision  should 
be  made  for  carrying  forward  losses  and  deducting 
them  from  future  profits  before  the  sum  liable  for 
tax  is  arrived  at.  If  the  several  methods  of  com- 
puting profits  or  income  were  abolished  and  one 
method  substituted,  all  Schedules,  except  A and  I), 
could  be  done  away  with. 

In  the  event  of  the  profits  of  the  previous  year  be- 
coming the  basis  of  assessment,  some  protection 
against  the  reduction  of  the  computed  profit 
on  which  a taxpayer  would  be  assessable  by  the 
alteration  of  the  date  of  making  up  his  accounts 
would  be  required.  For  example,  the  profits  of  a 
firm  or  individual  for  one  year  to  30th  April,  1918, 
might  be  £48,000,  which  would  be  the  basis  of  assess- 
ment for  Income  Tax  in  respect  of  1919-20.  Suppose 
the  trading  results  since  30th  April,  1918,  were  known 
to  be  poor,  the  accounts  might  next  be  made  up  to 
31st  March,  1919.  If  the  profits  for  the  eleven  months 
30th  April,  1918,  to  31st  March,  1919,  were  £11,000, 
the  assessment  for  Income  Tax  in  respect  of  1919-20 
would  be  made  upon  £15,000 — being  the  month,  31st 
March  to  30th  April,  1918,  at  £48,000  per  annum,  plus 
eleven  months,  30th  April,  1918,  to  31st  March,  1919, 
viz.,  £11,000.  The  result  would  be  an  evasion  of 
tax  which  ought  to  be  made  impossible. 

If  it  is  considered  desirable  to  make  a gradual 
change  from  assessment  on  the  three  vears’  average 
to  assessment  on  the  profits  of  the  preceding  year, 
we  suggest  that  the  assessment  might  be  first  on 
three  years’  average,  then  on  two  years’  average,  and 
finally  on  the  profits  of  the  preceding  year.  Such  a 
gradual  change  would  minimize  the  inequality  as 
between  individual  taxpayers  which  the  change  of 
basis  necessarily  involves 

25.399.  (9)  Schedule  E. — We  are  in  favour  of 
abolishing  this  Schedule.  It  would  be  unnecessary 
if  assessments  under  Schedule  D were  made  on  the 
income  of  the  previous  year.  If,  however,  the  three 
and  five  years’  averages  are  retained  for  Schedule  D, 
the  three  years’  average,  we  think,  ought  to  be  made 
to  apply  to  salaries  of  officials  of  limited  companies, 
&c. 

Income  Tax  and  Super-tax  in  relation  to  undivided 
projits  of  limited  companies. 

25.400.  (10)  Generally  our  members  see  no  inequity 
in  the  proposal  to  aggregate  (for  the  purpose  of 
ascertaining  the  Income  Tax  and  Super-tax  liabilities 
of  individual  shareholders)  their  proportionate  shares 
of  undivided  profits  of  limited  companies  and 
dividends  actually  received.  The  rate  of  Income  Tax 
which  is  borne  by  an  individual  in  respect  of  a share 
of  the  profits  of  a business  is  sometimes  affected 
according  to  whether  he  is  a partner  in  a firm  or  a 
shareholder  in  a limited  company.  The  amount  upon 
which  he  may  be  liable  for  Super-tax  is  also  affected 
by  the  same  circumstances.  There  are  great 
difficulties,  however,  in  the  way  of  getting  rid  of 
these  anomalies. 

We  notice  that  three  suggestions  have  been  before 
your  Commission. 

(a)  For  Super-tax  purposes  to  treat  as  revenue 
when  distributed,  all  accumulations  of  profits, 
whether  distributed  in  cash  or  shares. 

This  we  suggest  would  place  the  tax  on  the  wrong 
man  when  shares  were  transferred  after  the  accumu- 
lation, but  before  the  distribution  of  profits.  More- 
over, the  remedy  proposed  would  not  make  the 
position  of  a shareholder  in  a limited  company 
identical  with  that  of  the  partner  of  a firm.  The 
Inland  Revenue  would  gain  a certain  amount  of 
Super-tax  if  this  suggestion  were  adopted,  but  if 
adopted  for  Super-tax,  it  would  in  equity  have  to  be 
applied  to  Income  Tax,  and  to  do  so  would  increase 
the  amounts  on  which  repayment  of  Income  Tax 
could  be  claimed 


( b ) To  impose  an  additional  tax  on  a com- 
pany’s undistributed  profits. 

This  might  make  good  to  the  Inland  Revenue  the 
loss  they  at  present  sustain,  but  it  would  be  inequit- 
able as  between  taxpayers.  The  individual  liable  to 
pay  Income  Tax  at  only  3s.  per  £ would  in  effect 
pay  the  same  rate  of  additional  tax  as  the  individual 
with  an  income  involving  liability  to  Super-tax. 

(c)  In  arriving  at  the  total  income  of  an  indi- 
vidual for  abatement,  rebate  or  repayment  of 
Income  Tax,  and  for  assessment  to  Super-tax, 
to  substitute  for  the  dividends  actually  received 
his  rateable  proportion,  according  to  the  number 
of  ordinary  shares  he  holds,  of  the  assessable 
profits  of  the  company. 

Theoretically  this  is  just,  but  we  suggest  it  is 
impracticable  on  account  of  the  labour  involved, 
especially  as,  to  bo  absolutely  fair,  consideration 
would  require  to  be  given  to  the  period  during  which 
the  shares  were  held,  which  might  not  be  a year.  We 
also  think  that  great  objection  would  be  taken  to  the 
publicity  of  figures  of  assessable  profits  which  it 
seems  to  us  would  be  inevitable  if  this  suggestion 
were  adopted. 

The  committee  considered  that  in  this  matter  they 
could  best  serve  the  Commission  by  stating  the  alter- 
natives and  the  arguments  against  them  as  these 
appeared  to  them.  If  an  expression  of  opinion  is 
desired  as  to  the  alternative  to  which  they  see  least 
objection,  I am  authorized  to  say  that  if  (c)  oan  be 
limited  in  its  application  to  companies  where  the 
control  is  in  few  hands,  they  would  prefer  that  alter- 
native. They  would  not  consider  it  satisfactory  to 
confine  the  operation  of  such  a method  of  assessment 
to  holdings  in  companies  coming  within  the  definition 
of  private  companies  contained  in  the  Companies  Acts. 
They  suggest  it  should  extend  to  any  holding  in  any 
company  with  less  than  50  members,  and  in  addition 
to  any  holding  of  more  than  one-sixth  of  the  ordinary 
capital  of  any  company.  If,  however,  the  method 
adopted  is  to  extend  to  all  companies,  the  committee 
prefer  (b).  They  do  not  think  that  power  to  adopt 
one  or  other  method  in  any  particular  case  should  be 
given  to  the  Inland  Revenue. 

Limited  company  owning  subsidiary  companies. 

25.401.  (11)  We  should  like  to  see  a right  to  set 
losses  in  one  concern  against  profits  in  the  other — 
in  fact,  the  aggregation  of  results  which  obtains  for 
excess  profits  taxation,  only  without  the  qualification 
that  the  concerns  must  be  carrying  on  the  same 
trade  or  business.  This,  without  any  restriction, 
would  be  too  wide,  and  the  right  would  require  to  be 
limited  to  cases  where  the  parent  company  owns  all 
or  so  much  of  the  ordinary  capital  of  the  subsidiary 
concern,  as  under  the  general  law  a single  share- 
holder can  legally  own,  or,  alternatively,  owns  at 
least  75  per  cent,  of  the  ordinary  capital. 

Allowance  for  depreciation. 

25.402.  (12)  The  general  opinion  of  our  members 
is  that  the  present  allowances  are  insufficient  for  wear 
and  tear  and  obsolescence  of  assets,  and  that  allow- 
ances should  be  made  in  certain  classes  of  assets  in 
respect  of  which  at  present  no  allowances  are  made. 

(1)  Buildings. — Rule  5 (2)  applicable  to  Cases 
I and  II  of  Schedule  D in  the  First  Schedule  to 
the  Income  Tax  Act,  1918,  should  be  extended  in 
its  application  to  all  buildings  used  for  the  pur- 
pose of  carrying  on  a trade  or  business.  The 
allowance  should  be  made  to  the  proprietor  of 
such  a building  whether  he  carries  on  the  trade 
or  business  himself  or  lets  it  to  be  used  by 
another  person  in  carrying  on  a trade  or  business. 

(2)  Obsolescence. — Allowance  should  be  granted 
whether  the  plant  is  replaced  or  not. 

(3)  Foundations  and  expenses  of  erecting  plant. 
— These  should  be  treated  exactly  as  the  plant 
itself,  and  allowance,  including  allowance  on 
obsolescence,  should  be  made. 
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(4)  Mineshafts , and  other  expenditure  on 
development  of  mines. — An  allowance  should  be 
made  to  cover  the  necessary  cost  of  such,  spread 
over  the  jjeriod  during  which  it  is  estimated 
the  expenditure  will  produce  profits. 

(5)  Cost  of  patents. — An  allowance  should  be 
made  to  cover  the  necessary  cost  of  such,  spread 
over  the  period  during  which  it  is  estimated 
the  expenditure  will  produce  profits. 

In  our  opinion  allowance  for  depreciation  should 
be  made  in  all  cases  where  the  capital  is  expended 
on  assets  of  an  inherently  wasting  character  essential 
to  and  used  up  in  earning  the  profits  of  the  trade  or 
business.  In  this  connection  we  have  been  asked  to 
bring  to  the  notice  of  the  Commission  the  present 
position  of  cemetery  companies.  These  companies 
are  assessed  for  Income  Tax  upon  the  gross  sums 
received  for  the  sale  of  lairs,  and  it  seems  only  fair 
that  an  allowance  should  be  made  against  such  receipts 
in  respect  of  expenditure  on  laying  out  the  grounds, 
making  roadways  and  paths,  planting  trees  and  shrubs, 
providing  walls  or  railings,  &c. 

Deductible  expenses. 

25.403.  (13)  Rule  3 (a),  Schedule  D,  Cases  I and  II 
might  be  more  generously  interpreted  in  practice. 
For  example,  the  following  should  be  allowed:  — 

(1)  preliminary  expenses,  to  the  extent  by  which 

these  do  not  exceed  a stated  percentage  of 

the  capital; 

(2)  expenses  of  raising  capital  or  borrowing 

money ; 

(3)  expenses  of  removal  of  plant,  stock,  and 

fittings  to  new  premises. 

Generally  every  expense  reasonably  incurred  in  carry- 
ing on  a "trade  or  business. 

Assessor. 

25.404.  (14)  We  approve  of  the  proposals  made 
that  the  Assessors  should  be  done  away  with,  and 
that  their  present  duties  should  form  part  of  the 
ordinary  clerical  work  of  the  Surveyors. 

Production  of  balance  sheets. 

25.405.  (15)  We  see  no  objection  to  Surveyors 
having  a right  to  the  production  of  balance  sheets, 
trading  accounts,  and  profit  and  loss  accounts.  In 
practice,  speaking  generally,  Surveyors  are  not  un- 
reasonable in  their  demands  in  this  respect,  and  their 
demands  are  usually  not  objected  to  by  taxpayers. 
Accounts  should,  in  the  opinion  of  some  of  our 
members,  not  be  available  to  General  Commissioners. 

Publicity  of  decisions. 

25.406.  (16)  We  think  that  all  decisions  by  the 
Board  of  Inland  Revenue  interpreting  the  Acts  or 
laying  down  the  principles  on  which  these  are  to  be 
applied  should  be  intimated  to  all  local  Surveyors  and 
to  the  public.  Decisions  by  the  Special  Commissioners 
acquiesced  in  by  the  Board  of  Inland  Revenue,  and 
decisions  by  the  Board  of  Referees,  should  similarly 
be  made  public.  Surveyors  should  point  out  to  tax- 
payers any  relief  to  which  they  are  entitled,  and 
which  they  may  have  omitted  to  claim. 

[This  concludes  the  evidence-in-chief .] 

25.407.  Mr.  Kerly : You  have  given  us  a very 

excellent  paper,  it  is  almost  entirely  concerned  with 
matters  which  we  have  heard  from  one  or  more  wit- 
nesses already.  It  is  of  considerable  value  to  us,  for 

wo  reasons : first,  it  sums  up  a matter  that  we  have 
a ready  had,  sometimes  in  a less  concentrated  form; 
it  also  adds  weight  to  the  evidence  we  have  had.  i 

o not  think  it  will  be  necessary  to  trouble  you  with 
much  further  examination.  I will,  if  I may  be  per- 
mi  ask  one  or  ^wo  questions  that  occur  to 

me.  Will  you  turn  to  your  paragraph  10.  You  are 
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there  dealing  with  taxation  for  Super-tax  purposes, 
of  undivided  profits? — Yes. 

25.408.  You  put  three  suggestions  before  us.  The 
first  of  the  three  suggestions  you  consider  is  this : 

“ For  Super-tax  purposes  to  treat  as  revenue  when 
distributed  all  accumulations  of  profits,  whether  dis- 
tributed in  cash  or  shares.”  That  is  the  first  pro- 
posal?— Yes. 

25.409.  Then  you  add:  ‘‘This,  we  suggest,  would 
place  the  tax  on  the  wrong  man  when  shares  were 
transferred  after  the  accumulation,  but  before  the 
distribution  of  profits  ” ? — Yes. 

25.410.  That  would  be  met,  to  some  extent,  by  the 
price  of  the  shares,  if  it  was  known  that  there  was  a 
liability  to  pay  tax,  would  it  not? — The  difficulty 
would  be  that  the  buyer  may  not  be  liable  to  pay 
Super-tax  at  all.  To  some  extent  it  may  influence 
the  price  of  the  shares,  but  according  as  a man  was 
liable  to  pay  Super-tax  or  not,  he  could  afford  to 
pay  more  or  less  for  the  shares. 

25.411.  So  that  the  rich  man  might  get  rid  of  the 
shares  when  the  distribution  was  imminent,  getting 
for  them  the  increased  price  that  the  accumulation 
indicated? — Quite  so,  by  passing  them  on  to  a man 
who  would  not  be  liable  for  Super-tax. 

25.412.  I appreciate  that.  Then  you  say : 

“ Moreover,  the  remedy  proposed  would  not  make 
the  position  of  a shareholder  in  a limited  company 
identical  with  that  of'  the  partner  of  a firm.  The 
Inland  Revenue  would  gain  a certain  amount  of 
Super-tax  if  this  suggestion  were  adopted,  but  if 
adopted  for  Super-tax  it  would  in  equity  have  to  be 
applied  to  Income  Tax,  and  to  do  so  would  increase 
the  amounts  on  which  repayment  of  Income  Tax 
could  be  claimed  ” ? — Yes.  To  take  an  extreme  case, 
you  might  have  a man  purchasing  shares  for  such 
distribution,  increasing  his  own  power  to  reclaim 
Income  Tax. 

25.413.  I think  that  is  a new  point;  we  will  con- 
sider it.  Then,  in  dealing  with  your  final  conclusion, 
you  say  that  your  Committee  prefer  (c),  that  is : 

“ In  arriving  at  the  total  income  of  an  individual 
for  abatement,  rebate,  or  repayment  of  Income  Tax, 
and  for  assessment  to  Super-tax,  to  substitute  for 
the  dividends  actually  received,  his  rateable  propor- 
tion, according  to  the  number  of  ordinary  shares  he 
holds,  of  the  assessable  profits  of  the  company  ” ? — I 
think  those  words  are  rather  unfortunate.  What  we 
had  in  view  was  his  share  of  the  distributable  profits, 
not  the  assessable  profits,  which,  of  course,  are 
arrived  at  after  adding  back  such  things  as  interest. 

25.414.  That  puts  a totally  different  complexion 
upon  it,  does  it  not? — Otherwise  you  would  be  going 
to  make  the  man  pay  perhaps  a very  large  sum  fo* 
Super-tax  on  an  income  that  he  never  had  received, 
and  might  never  receive. 

25.415.  Your  idea  was  to  put  him  in  precisely  the 
same  position  as  if  he  were  a partner  in  an  ordinary 
firm? — Yes. 

25.416.  But  then  the  firm  pays  Income  Tax  as  well 

as  Super-tax,  whether  it  distributes  the  profits  or 
not? — Quite.  We  did  not  mean  that  there  should 

be  power  given  to  a limited  company  to  withhold 
profits,  even  for  reserves  which  might  be  required  for 
the  company’s  business,  unless  a similar  power  were 
given  to  firms. 

25.417.  You  mean,  then,  assessable  profits,  not  dis- 
tributed profits? — The  words  “ assessable  profits  ” 
mighb  have  misled.  “ Assessable  profits  ” might 
include  interest  on  loans  added  back. 

25.418.  I beg  your  pardon;  you  said  distributable 
profits? — Yes. 

25.419.  Did  you  mean  the  profits  whether  the  com- 
pany has  power  to  distribute  them  or  not? — Yes. 

25.420.  You  make  the  suggestion  that  what  are 
called  private  companies,  not  in  the  technical  sense, 
but  in  the  sense  of  companies  in  very  few  hands, 
should  be  treated  as  firms? — Yes. 

25.421.  What  do  you  say  with  regard  to  that? — 
You  cannot  adopt  the  definition  of  a private  company 
as  contained  in  the  Companies  Act  for  such  purposes 
as  this. 
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25.422.  No;  it  would  have  a definition  directed  to* 
what  I put  to  you — a company  which  is  in  very  few 
hands? — What  is  at  the  back  of  our  minds  is  the 
point  of  the  ordinary  shareholders,  who  can  really 
direct  its  policy  as  regards  dealing  with  the  profits. 
That  seldom  happens  where  there  are  a large  number 
of  shareholders,  because  they  obviously  can  bring  in- 
fluence direct  or  indirect  on  the  directors ; but  you 
may  have  quite  a large  number  of  shareholders  where 
there  is  a preference  issue,  for  example,  held  by  the 
public,  but  very  few  ordinary  shareholders,  who 
really  control  the  policy  of  the  company. 

25.423.  What  you  have  in  mind,  no  doubt,  is  a 
matter  to  which  attention  has  been  directed,  namely, 
companies  where  the  distribution  of  profits  is 
deliberately  held  up  so  as  to  avoid  payment  of  Super- 
tax?— I think  we  rather  intended  it  to  cover  all 
companies  where  it  could  be  done,  even  if  it  was  done 
for  the  purpose  of  developing  the  company’s  business 

25.424.  Then  paragraph  11,  limited  company  own- 
ing subsidiary  companies.  You  suggest  a consolida- 
tion of  the  accounts  in  cases  where  one  company 
owns,  say,  75  per  cent,  of  the  ordinary  capital  of 
another.  Would  not  95  per  cent,  be  a fairer  figure? 
— I do  not  think  we  put  any  special  weight  on  the 
percentage;  it  must  be  more  than  75  per  cent.,  I 
think. 

25.425.  Now  go  to  paragraph  12  (1),  Buildings. 
You  say  that  an  extension  should  be  made  to  all 
buildings  used  for  the  purpose  of  carrying  on  a trade 
or  business.  I presume  you  mean  substantially  used? 
—Yes. 

25.426.  You  would  not  exclude  the  case  of  a hotel 
where  a managing  director  has  a suite  of  rooms? 
Perhaps  that  is  not  a fortunate  illustration.  Take 
the  case,  for  instance,  of  the  keeper  of  a boarding 
school,  who  himself  lives  on  the  premises? — No,  I- 
did  not  mean  to  exclude  a circumstance  like  that. 

25.427.  Then  in  No.  5 of  paragraph  12,  you  ask 
for  an  allowance  in  respect  of  the  cost  of  patents? — 
Yes. 

25.428.  I suggest  that  it  might  be  a reasonable 
extension  of  that  to  ask  also  in  the  case  of  all  litiga- 
tion for  the  protection  of  either  patents  or  trade 
marks? — I think  it  would  be. 

25.429.  That  is  much  more  serious  than  the  case  of 
a patent? — I agree. 

, 25,430.  At  the  end  of  paragraph  13,  you  suggest 
that  amongst  deductible  expenses  there  should  be 
every  expense  reasonably  incurred  in  carrying  on  a 
trade  or  business.  You  would  probably  agree  that 
that  should  be  limited  in  this  way:  “ In  and  for  the 
purpose  of  carrying  on”? — Yes,  I think  that  pro- 
bably would  meet  the  point  we  had  in  view.  - 
25,431.  Mr.  Kerly : Then  we  note  what  you  have 
said  about  the  publicity  of  decisions.  We  have  had 
other  evidence  about  that. 

.25,432.  Sir  J.  Harmood-Banner : In  paragraph  16, 
you  refer  to  publicity  of  decisions.  You  think  that  a 
decision  by  the  Board  of  Inland  Revenue  should  be 
intimated  to  all  local  Surveyors  and  should  be  pub- 
lished. That  is  rather  a large  order,  is  it  not?  That 
is  to  say,  that  any  decision  of  principle  arrived  at 
by  the  local  Surveyors  as  regards  depreciation,  or  as 
regards  some  question  of  reserves  for  losses  in  ad- 
vance, should  be  set  out  for  the  public  to  read.  It 
would  be  very  apt  to  make  the  public  rush  in  to 
claim  similar  deductions,  would  it  not? — I did  not 
mean  that  every  decision  on  a particular  case  should 
be  published,  but  rather  that  the  general  principles 
should  be. 

25,433.  I have  a case  now  where  it  would  be  very 
awkward  if  that  decision  were  made  public,  because 
it  would  bring  in  a lot  of  other  similar  demands 
based  on  the  same  principle. 

i25,434.  Mr.  McLintoch : Arising  out  of  the  last 
question  or  two,  your  view  is  that  where  the  Inland 
Revenue  have  definitely  settled  as  to  the  interpreta- 
tion of  a clause  in  the  Finance  Act,  or  as  to  a 
change  in  practice,  arising  out  of  a legal  decision, 
those  should  be  made  public? — Yes,  as  soon  a* 


possible,  so  that  all  taxpayers  might  know  exactly 
how  they  stood. 

25.435.  In  other  words,  one  taxpayer  should  not 
get  the  benefit  because  he  knows  and  other  taxpayers 
do  not? — That  is  precisely  what  is  at  the  back  of 
our  minds. 

25.436.  I would  like  to  ask  you  regarding  the  sug- 
gestion to  depart  from  the  three  years’  average  and 
assess  on  the  profits  of  the  preceding  year.  Have 
you  any  suggestion  to  make  as  to  how  the  change 
over  should  take  place? — I think  in  the  last  part  of 
paragraph  8 we  suggest  that  it  might  be  made  by 
averaging  first  three  years,  then  two,  and  then  pass- 
ing to  the  one  alone. 

25.437.  I would  like  you  to  consider  this,  Take 
the  assessment  for  the  next  fiscal  year.  It  would  be 
based,  say,  on  the  year  up  to  December,  1919,  the 
year  up  to  December,  1918,  the  year  up  to  December 
1917?— Yes. 

25.438.  The  year  1919  has  never  yet  been  into  an 
average? — No. 

25.439.  If  the  Crown  were  willing  to  take  1919,  do 
you  think  the  taxpayer  could  still  ask  to  get  an 
average?— The  trouble  is  that  it  will  affect  some 
taxpayers  favourably  and  others  adversely.  Those  it 
affects  adversely  will  undoubtedly  object. 

25.440.  I am  assuming  that  the  Crown  was  willing 
to  say  to  everyone : “ we  will  take  the  preceding 
year,  1919,  and  we  will  start  next  year”? — I think 
you  would  find  that  a lot  of  people  would  object  to 
that. 

25.441.  Why? — Because  they  would  be  adversely 
affected ; 1919  being  better  than  the  three  years’ 
average  would  be,  in  their  case. 

25.442.  Why  should  they  complain? — All  people 
complain  who  are  hit. 

25.443.  They  have  made  that  profit? — Yes. 

25.444.  They  have  not  even  brought  the  preceding 
years  into  the  average  three  times? — No. 

25.445.  Is  there  any  reason  why  they  should  get  a 
choice  of  average  again?  The}-  have  got  in  1919,  a 
better  year;  they  would  have  to  bring  it  in  three 
times,  sooner  or  later? — Yes. 

25.446.  Why  not  pay  on  it  right  off? — I do  not  see 
any  reason  why  they  should  not,  but  I think  you 
would  find  there  would  be  a considerable  outcry. 

25.447.  May  I put  it  in  this  way:  that  if  the 
Crown  saw  no  reason  to  continue  some  average  for  a 
period  of  two  or  three  years,  the  taxpayer  should 
have  no  complaint? — He  ought  not  to,  as  a class,  no; 
but  individuals,  . I think,  will  feel  aggrieved — 
possibly  unjustly. 

25.448.  You  state  here:  “ giving  as  their  principal 
reason  ” — that  is,  those  who  are  in  favour  of  the 
average — “ that  the  system  of  averages  allows  losses 
to  be  set  off  against  profits”? — Yes. 

25.449.  You  would  limit  that,  of  course,  to  three 
yeans’  losses? — That  is  so. 

25.450.  Then  in  the  next  sentence  you  state  that 
in  the  assessments  you  could  carry  forward  losses 
apparently  for  all  time? — Yes. 

25.451.  That  is  giving  you  a very  great  advantage 
as  compared  with  the  three  years’  average? — To 
certain  people,  it  is. 

25.452.  I mean,  to  anyone  who  makes  a loss? — The 
three  years’  average  as  a rule  gets  rid  of  a loss. 

25.453.  Still,  it  limits  them  to  three  years? — Yes, 
a consistently  bad  business  does  not  benefit. 

25.454.  Take  this  as  an  illustration.  A man  has 
been  making  trading  losses,  and  he  gets  into  financial 
difficulty,  and  he  has  a private  settlement  with  the 
creditors  for  less  than  20s.,  and  then  proceeds  to  carry 
on.  Do  you  suggest  a man  like  that  is  to  carry 
forward  his  losses  ? — I admit  that  case  had  not 
occurred  to  me.  I think  it  would  be  unfair. 

25.455.  There  are  many  cases  of  that  kind  which 
are  bound  to  arise  where  a man  continues  in  business 
and  makes  a private  settlement  for  less  than  20s.  ? — 
Yes,  I think  it  would  be  unfair.  He  has  been  prac- 
tically relieved  of  that  loss  by  his  creditors. 

25.456.  Mr.  Kerly:  Who  have  carried  it  as  a loss 
to  themselves?— Yes. 
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25  457.  Mr.  McLintoclc:  The  Revenue  have  given, 
the  creditor  the  benefit  of  that  loss?— Yes. 

25  458.  He  might  have  lost  his  capital  as  well  ? — 
Yes. 

25  459-  Would  you  suggest  that  any  definite  limit 
should  be  put  to  the  period  ? — I think  it  is  rather  hard 
to  suggest  a period. 

25  460-  There  has  never  been  a suggestion  that  the 
present  system  is  hard,  and  yet  it  limits  them  to 
three  years  ?— No,  I do  not  think  I have  heard  anyone 

suggest  it  is  hard.  ...... 

25  461.  Would  you  consider  it  unreasonable  to  limit 
it, "say,  to  five  years?— No,  I do  not  think  I would. 

25  462.  On  the  question  of  depreciation  we  have  had 
quite  a lot  of  evidence,  and  chiefly  by  accountants, 
who  suggest  that  the  depreciation  calculation  should 
proceed  on  first  cost  instead  of  on  diminishing  value? 
—Yes. 

25.463.  Do  you  think  first  cost  would  entail  a great 
deal  of  accounting  difficulty  on  the  part  of  the  traders 
and  the  Inland  Revenue?— My  personal  opinion  is 
that  it  would  be  unworkable.  I am  not  speaking  now 
of  the  general  opinion  of  the  profession,  because  they 
are  very  divided  on  that  point.  My  own  impression 
is  that  they  have  not  examined  it  critically  enough. 

25.464.  I agree  with  you  that  it  is  practically  un- 
workable?—I think  so. 

25.465.  You  are  a director  of  one  or  two  banks, 

I think?— Only  one. 

25.466.  There  has  been  a point  raised  as  to  com- 
pelling banks  to  deduct  tax  before  paying  the  deposit 
receipt  interest? — Yes. 

25.467.  There  has  been  a great  deal  of  evidence 
that  that  part  of  a man’s  income  is  very  often  omitted 
from  his  return  for  taxation?— I think  that  is  possibly 
true. 

25.468.  What  is  the  objection  to  making  that  deduc- 
tion?— Are  you  speaking  of  the  objection  from  the 
banks’  point  of  view? 

25.469.  Yes. — I do  not  think  there  is  any. 

25.470.  We  have  had  no  bankers  before  us,  unfor- 
tunately.—I am  speaking  entirely  from  a personal 
point  of  view,  but  I do  not  think  you  would  find  any 
objection  from  the  banks. 

25.471.  You  do  not  see  why  they  should  get  special 
treatment  in  being  allowed  to  pay  the  interest  with- 
out deducting  the  tax?— It  is  not  in  favour  of  the 
bank.  We  should  pay  less  if  we  deducted  it. 

25.472.  Mr.  Synnott : In  paragraph  10  you  suggest 
that  individuals  who  are  shareholders  in  companies 
should  pay  Income  Tax  and  the  company  should 
deduct  Income  Tax-  on  undivided  profits  ? — Super-tax. 

25.473.  And  Income  Tax? — The  allusion  to  Income 
Tax  was  rather  with  reference  to  repayment  which 
would  be  due  in  some  cases. 

25.474.  I want  to  make  it  clear,  because  the  words 
“Income  Tax”  are  there? — In  the  heading,  yes. 

25.475.  No;  they  are  there  quite  plainly,  “ to  aggre- 
gate (for  the  purpose  of  ascertaining  the  Income  Tax 
and  Super-tax  liabilities  of  individual  shareholders) 
their  proportionate  shares  of  undivided  profits.” — 
The  Income  Tax  allusion  really  refers  to  the  man 
whose  aggregate  income  would  entitle  him  to  a re- 
payment. 

25.476.  Then  it  does  not  apply  to  the  Income  Tax 
alone,  except  indirectly? — That  is  so. 

25.477.  But  even  in  the  other  case  are  you  not  going 
beyond  a point  ever  reached  in  the  iacome  Tax,  to 
make  a man  indirectly  pay  Income  Tax  on  a sum 
of  money  which  he  is  never  entitled  to  and  for  which 
he  cannot  sue,  and  to  which  he  has  no  right  whatever  ? 
— He  does,  of  course,  indirectly  pay  Income  Tax  on 
all  profits. 

25.478.  The  company  does? — Yes. 

25.479.  But  you  want  him  to  pay  also? — No. 


25.480.  Yes.  You  want  him  to  put  it  into  his  in- 
come for  Super-tax  purposes  ? — No ; that  is  not  my 
intention  at  all. 

25.481.  What  is  the  point?— For  Super-tax  pur- 
poses, that  he  should  pay  Super-tax  on  it,  ye3. 

25.482.  But  you  want  him  to  pay  Super-tax  on  a 
sum  of  money  to  which  he  has  no  right  whatever,  and 
never  can  have  any  right;  he  cannot  sue  the  com- 
pany for  it? — In  some  form  or  other,  of  course,  he 
must  have  the  benefit  of  that  profit,  whether  it  is 
reserved  or  not. 

25.483.  It  may  only  go  to  reserve ; he  may  never 
get  the  benefit  of  it? — But  he  generally  does  in  the 
increased  value  of  the  share. 

25.484.  Is  not  the  difference  between  a private  firm 
and  a company  this : the  shareholders  do  not  declare 
the  dividend,  do  they;  it  is  the  directors? — No,  the 
shareholders  declare  the  dividend;  the  directors 
recommend. 

25.485.  But  is  it  not  practically  the  directors  who 
control  the  dividend? — The  shareholders  as  a rule 
cannot  increase  the  rate ; so  that  to  that  extent  the 
directors  control  it. 

25.486.  Is  not  that  a grave  limitation,  whereas  in 
the  case  of  a private  firm  the  partners  can  do  what 
they  like? — That  is  so. 

25.487.  Is  not  that  a very  great  difference? — He 
still  gets  the  benefit  of  all  the  profit  earned. 

25.488.  He  does  not  get  the  benefit  as  income?— 
He  does  not  get  it  into  his  pocket. 

25.489.  He  does  not  get  it  as  income? — I think  pro- 
bably your  point  is  this:  that  the  proposal  really 
amounts  to  assessing  him  on  a considerable  sum  of 
money  which  he  will  never  get;  and  really  the  fact 
that  the  company  has  made  this  profit  means,  not  that 
he  gets  anything,  but  that  he  pays  something. 

25,490  He  never  gets  it  as  income  and  he  can  never 
sue  for  it  ? — I agree. 

25.491.  Sir  E.  Nott-Bower:  With  regard  to  your 
paragraph  13,  which  deals  with  ‘ 1 Generally  every  ex- 
pense reasonably  incurred  in  carrying  on  a trade  or 
business,”  you  do  not  refer  there  to  every  capital 
expense,  I suppose? — No.  If  you  mean  capital  ex- 
penditure in  the  sense  of  erecting  new  works  or  the 
purchase  of  machinery,  no. 

25.492.  The  reason  I ask  is,  that  you  mention  cer- 
tain specific  expenses  which  really  are  of  a capital 
nature;  I mean  preliminary  expenses  and  expenses 
of  raising  capital.  The  suggestion  that  those  should 
be  allowed  raised  a question  in  my  mind,  because  it  is 
really  capital  expenditure  that  you  want  to  have 
allowed ; and  capital  expenditure,  the  value  of  which 
might  not  be  exhausted  for  50  years,  or  might  never 
be  exhausted,  but  would  still  retain  its  value  as  long 
as  the  company  was  in  existence? — Of  course  the  ex- 
pense of  raising  capital  and  of  borrowing  money  is, 
we  think,  really  part  of  the  cost,  the  same  as  interest. 

25.493.  If  it  is  permanent  capital  you  are  raising, 
the  value  of  that  money  remains  as  long  as  the  capital 
is  in  existence  and  so  long  as  the  company  is  carried 
on  ? — It  remains  for  a period  which  certainly  is  in- 
definite. 

25.494.  If  the  principle  is  conceded  there  would  be 
considerable  difficulty  in  calculating  any  basis  for 
allowance,  would  there  not?  Take  preliminary  ex- 
penses. You  form  the  company ; you  may  hope  that  it 
is  going  on  for  ever;  then  the  allowance  would  be  nil. 
What  basis  would  you  suggest? — I think  we  would 
rather  have  some  slight  alteration  of  the  existing 
wording,  which  would  widen  its  scope,  without  going 
into  details  as  to  exactly  the  class  of  expense  which 
is  to  be  allowed. 

25.495.  I wanted  your  admission  that  you  do  not 
mean  every  expense  incurred;  you  do  not  mean  every 
capital  expense? — No. 

25.496.  Mr.  Kerly : Thank  you  for  your  evidence. 
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Me.  M.  C.  Foetado,  an  Assistant  Chief  Inspector  of  Taxes,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 


Proof  of  evidence  of  M.  C.  Furtado,  an  Assistant 
Chief  Inspector  of  Taxes,  on  the  subject  of  casual 
or  non-recurring  profits  in  their  relation  to 
Income  Tax. 

25.497.  (1)  This  evidence  is  concerned  with  profits 
ur  gains  which  do  not  arise  in  the  carrying  on  of  a 
trade,  profession,  employment  or  vocation,  and  which 
are  not  annual  profits  or  gains. 

25.498.  (2)  Profits  of  this  character,  often  of  large 
amount,  arise  very  frequently  irom  isolated  trans- 
actions entered  into  outside  the  scope  of  the  ordinary 
business,  if  any,  carried  on  by  a taxpayer.  Although  it 
may  be  quite  clear  that  the  transactions  were  entered 
into  with  the  object  of  seeking  profits,  the  terms  of 
Schedule  D of  the  First  Schedule  to  the  Income  Tax 
Act,  1918,  are  such  that  it  is  often  impossible  to 
maintain  that  a liability  to  Income  Tax  attaches. 

25.499.  (3)  The  terms  in  which  the  charge  under 
Schedule  D is  imposed  are : — 

“ Tax  under  this  Schedule  shall  be  charged  in 
respect  of — 

(a)  The  annual  profits  or  gains  arising  or 
accruing — 

(i)  to  any  person  residing  in  the  United 
Kingdom  from  any  kind  of  property  what- 
ever, whether  situate  in  the  United  King- 
dom or  elsewhere;  and 

(ii)  to  any  person  residing  in  the  United 
Kingdom  from  any  trade,  profession,  em- 
ployment or  vocation,  whether  the  same  be 
respectively  carried  on  in  the  United  King- 
dom or  elsewhere;  and 
(iii)  to  any  person,  whether  a British 
subject  or  not,  although  not  resident  in  the 
United  Kingdom,  from  any  property  what- 
ever in  the  United  Kingdom,  or  from  any 
trade,  profession,  employment,  or  vocation 
exercised  within  the  United  Kingdom; 
and 

(b)  All  interest  of  money,  annuities,  and  other 
annual  profits  or  gains  not  charged  under 
Schedule  A,  B,  C or  E,  and  not  specially 
exempted  from  tax; 

in  each  case  for  every  twenty  shillings  of  the  annual 
amount  of  the  profits  or  gains.” 

25.500.  (4)  It  will  be  noticed  that,  as  regards  sub- 
paragraph  (a)  quoted,  the  profits  or  gains  must  be 

annual  Where  the  profits  or  gains  arise  in  the 
course  of  a trade  continuously  carried  on,  and  are 
clearly  within  the  ordinary  scope  of  that  trade,  no 
difficuity  arises  as  they  form  part  of  the  annual  pro- 
nte  Ot  the  trade  and  are  within  the  charge.  Where 
however  the  profits  or  gains  are  outside  the  scope 
°*  they  cannot  be  held  to  be,  or  to  form  part 

of,  the  annual  profits  or  gains  arising  or  accruing 
to  any  person  . . . from  any  trade 

carried  on  in  the  United  Kingdom,  or  elsewhere.” 
Moreover,  if  they  arise  from  isolated  transactions  it 
is  not,  as  a rule,  possible  to  maintain  that  they  are 
annual  profits  ” at  all,  so  that  there  is  no  head- 
mg  either  in  paragraph  (a)  or  paragraph  (b)  under 
which  a charge  can  be  maintained. 

25.501.  (5)  Thus  it  arises  that  large  profits  may  be 
made  from  a transaction  (e.g.,  the  purchase  and  sale 
of  a large  estate,  the  purchase  and  sale  to  a com- 
pany  of  a mining  concession  or  option,  promotion 
profats  of  various  kinds  by  persons  who  do  not  carry 
on  a continuing  business  as  company  promoters,' 
profits  from  deals  in  land,  &c.),  but  cannot  be  made 
chargeable  to  tax,  although  it  may  be  apparent,  and 
may  even  be  admitted,  that  the  transaction  was 
entered  into  not  as  an  investment,  but  for  the  pur- 
pose of  seeking  a profit  by  closing  it  with  a sale  If 
the  profit  is  not  an  “ annual  ” profit,  and  the  trans- 
action is  not  within  the  scope  of  a trade  or  profession 
carried  on  by  the  taxpayer,  the  fact  that  there  w^s 


intention  to  seek  a profit  by  the  transaction  is  not 
sufficient  to  render  liable  the  profit  arising  on  the 

25,502.  (6)  Even  in  the  case  of  a syndicate  which 
set  out  as  one  of  its  objects,  in  its  memorandum, 
the  selling  of  the  whole  or  any  part  of  its  property 
and  whose  prospectus  stated  that  it  was  in  contem- 
plation that  on  the  estate  which  is  acquired  being 
sufficiently  developed,  the  syndicate  should  sell  it  as 
a going  concern,  the  profit  on  eventual  sale  was  held 
not  to  be  chargeable  to  Income  Tax.  It  was  con- 
sidered that  the  syndicate  was  formed  primarily  to 
develop  and  cultivate  the  estate,  and  that  the  profit 
a^^m0n/7t^T/al6,IWf,  accordingly,  not ‘chargeable. 

^5,503.  (7)  It  will  be  appreciated  that  in  the  case 
of  a company,  the  main  and  dominant  object  is 
ordinarily  gathered  from  the  first  stated  object  in 
its  memorandum,  and  the  other  objects,  however 
generally  expressed,  are  treated  as  merely  ancillary 
to  this  main  object,  and  as  limited  and  controlled 
thereby.  It  is  difficult,  in  the  event  of  litigation  to 
gain  consideration  of  any  subsidiary  object  stated  in 
the  memorandum,  or  of  any  facts  which  serve  to 
indicate  that  the  main  object  was  in  fact  different 
from  the  main  object  to  be  presumed  from  the  memor- 
andum In  this  way  a company  with  partly  or  mainly 
financial  objects  may  succeed  in  avoiding  Income  Tax 
by  adopting  the  form  of  memorandum  of,  say  a 
mining  or  agricultural  company. 

25.504.  (8)  It  has  been  suggested  by  some  witnesses 
that  the  charge  of  Income  Tax  should  be  made  much 
wider  as  regards  occasional  profits.  For  instance, 
Mr.  Sidney  Webb  suggests  that  “ windfalls  ’■  and 
gains  ot  an  occasional  nature  should  be  charged  He 
makes  particular  reference  to  the  capital  gains  made 
by  the  sale  ot  ships,  and  would  charge  them,  and  he 
considers  that  the  logical  course  would  be  to  charge 
Income  Tax  on  any  clearly  demonstrable  increments 
ot  capital. 

25.505.  (9)  Mr.  R.  N.  Carter  and  Mr.  William  Cash 
specially  refer  to  profits  made  from  speculation 
they  recognize  the  difficulty  of  dealing  with  such 
cases,  and  appear  not  to  be  averse  from  charging 
the  profits,  although  they  doubt  whether  it  would  be 
possible  to  go  beyond  speculations  entered  into  by  a 
taxpayer  in  the  way  of  his  own  trade. 

25.506.  (10)  There  is  no  obvious  reason  why  a profit 
arising  on  the  sale  of  an  asset  which  was  acquired 
with  the  main  or  secondary  purpose  of  seeking  a 
profit  by  its  sale  should  not  be  charged  to  Income 
lax  merely  because  it  is  not  an  “ annual  » profit. 

On  the  contrary,  in  many  quite  important  cases, 
continually  arising,  where  the  object  was  clearly  that 
of  seeking  a profit,  it  is  probable  that  most  impartial 
persons  would  regard  it  as  quite  unreasonable  that 
the  profits  should  escape  Income  Tax. 

25.507.  (11)  The  main  difficulty  that  has  always 
been  met  with  in  considering  this  matter  is  that  the 
terms  of  the  legal  clauses  necessary  to  establish  lia- 
bility in  these  cases,  which  now  quite  unreasonably 
slip  through  the  net  of  the  Income  Tax,  would  apply 
equally  to  many  other  cases  that  aro  not  so  obviously 
fit  subjects  of  charge. 

25.508.  (12)  It  has  always  been  considered  that  to 
charge  indiscriminately  all  profits  that  fell  within 
any  definition  based  on  intention  would  prove  a 
source  of  unproductive  trouble  and  probably  em- 
barrassment to  the  Department,  and  a real  plague 
to  taxpayers.  Apart  from  the  great  difficulty  of  dis- 
covering when  profits  have  been  made  in  the  multi- 
tude of  insignificant  casual  transactions,  not  within 
the  scope  of  a trade  or  profession,  that  are  entered 
into  with  the  main  or  secondary  object  of  seouring 
a profit,  and  the  certainty  of  receiving  information  of 
the  corresponding  multitude  of  similar  transactions 
where  a loss  has  resulted,  it  would  not,  in  view  of  the 
Board  of  Inland  Revenue,  accord  with  any  general 
public  desire  that  taxpayers  should,  with  very  little 
advantage  and  probably  with  disadvantage  to  the 
Revenue,  be  subject  to  continual  pestering  as  to  their 
intentions  whenever  they  purchased,  say,  a house,  or 
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some  shares — intentions  very  often  incapable  of  proof 
and  sometimes  not  well  defined  even  in  the  mind  of 
the  taxpayer  himself. 

25.509.  (13)  It  may  be  said,  on  the  whole,  that 
powers  are  desirable  to  charge  to  tax  the  more  impor- 
tant classes  of  transactions  entered  into  for  the  pur- 
pose of  profit  by  way  of  individual  enterprise.  It  is 
not  as  a rule  difficult  in  these  cases  for  most  bodies 
of  Commissioners  to  arrive  at  the  conclusion  that  they 
are  enterprises  undertaken  for  profit,  especially  when, 
as  is  often  the  case,  they  are  joint  enterprises.  It 
is  generally  easy  to  distinguish  them  from  simple 
investments  and  when  that  is  the  case  there  seems 
no  reason,  or  ground  of  expediency,  why  the  fact 
that  the  profits  cannot  he  described  as  “annual” 
profits  should  prevent  them  from  being  taxed. 

25.510.  (14)  It  is  most  desirable,  in  the  view  of  the 
Board  of  Inland  Revenue,  that  the  profits  arising 
from  important  transactions  of  this  kind  should  be 
made  chargeable  to  Income  Tax.  It  is  fully  recog- 
nized that  there  is  great  difficulty  in  providing 
legislation  that  would  enable  such  cases  to  be  dealt 
with,  and  at  the  same  time  exclude  the  great  number 
of  unimportant  cases,  which,  if  taken  up,  would  in- 
volve a system  of  investigation  very  troublesome  to  all 
concerned,  and  would,  even  then,  be  for  the  most  part 
extremely  difficult  if  not  impossible  to  trace.  The 
Board  are  in  substantial  agreement  with  the  view  that 
has  obtained  in  the  past,  that  any  amount  of  tax  that 
would  be  derived  from  an  attempt  to  pursue  trans- 
actions of  every  kind,  where  an  intention  to  derive  a 
profit  on  sale  could  be  presumed  to  have  existed,  would 
be  negligible  compared  with  the  trouble  and  irritation 
that  it  would  involve.  They  have  also  especially  in 
mind  that  private  minor  transactions  of  this  kind 
are  to  so  great  an  extent  hidden  from  view  that 
even  if  an  attempt  to  follow  them  did  in  fact  result 
in  any  additional  revenue,  it  would  be  to  a very 
great  extent  a voluntary  contribution  by  the  most 
conscientious  taxpayers  and  would  be  likely,  on  that 
ground,  to  give  rise  to  serious  dissatisfaction. 

25.511.  (15)  It  is  suggested,  however,  that  this 
difficulty  ought  no  longer  to  be  allowed  to  stand 
in  the  way  of  charging  tax  on  the  profits  of  the  many 
important  transactions  that  are  readily  recognizable 
as  business  transactions,  although  they  may  be 
specific  or  solitary  enterprises.  The  Board  of  Inland 
Revenue  regard  the  appointment  of  a Royal  Com- 
mission on  the  Inoome  Tax  as  offering  a suitable 
opportunity  for  raising  this  question,  in  order  that  it 
may  be  considered  what  dividing  line  (if  any)  should 
be  fixed,  and  in  what  way  the  matter,  which  certainly 
involves  questions  of  public  policy  and  difficult  discre- 
tion, ought  to  be  dealt  with. 

25.512.  (16)  It  is  on  the  whole  not  difficult  to 
appreciate  a distinction  between,  for  example,  the 
case  of  a person  owning  some  capital  who  instructs 
a broker  to  purchase  for  him  a oertain  holding  of 
shares  perhaps  with  the  full  intention  of  selling  when 
a favourable  opportunity  arises,  and  that  of  another 
person  who,  with  no  capital  of  his  own,  borrows 
capital,  and,  with  the  same  intention,  entei’s  upon  a 
speculation  by  a purchase  of  similar  shares.  Or,  to 
take  another  illustration,  the  contrast  may  be  drawn 
between  the  first  case  and  that  of  a person  who  either 
alone  or  with  others  negotiates  for  the  acquisition  of 
a mining  concession  abroad,  or  an  option  on  an  im- 
portant building  estate  which  he  believes  that  his 
experience,  influence  and  connections  will  enable  him 
to  dispose  of  at  a considerable  profit,  and  sets  out 
to  canvass  all  possible  channels  of  sale,  or  to  promote 
a company  for  the  purpose.  It  is  not  easy,  however, 
to  provide  a clause  that  oould  be  relied  upon  to  ex- 
press the  distinctions  that  would  be  readily  apparent 
to  a body  of  business  men  in  the  consideration  of  a 
particular  case. 

25.513.  (17)  It  is  suggested  that,  if  it  is  considered 
that  a distinction  should  be  made  between  cases  in 
which  a liability  should,  and  those  in  which  it  should 
not  attach,  it  is  most  desirable  that  the  Royal  Com- 
mission should  consider  by  what  machinery  the  dis- 
tinction could  be  made  most  effectively,  and  with  the 
greatest  probability  of  affording  public  satisfaction. 
The  Board  of  Inland  Revenue  would  be  inclined  to 


suggest  that  the  most  satisfactory  results  might  be 
obtained  by  vesting  the  power  of  discrimination  in 
some  authoritative  body,  and  making  chargeable  all 
profits  of  sale  (except  in  the  case  of  what  may  be 
f airly  recognizable  as  the  realization  of  an  investment, 
which  expression  would  require  definition)  unless  that 
body  directs  to  the  contrary. 

25.514.  (18)  It  would  be  a matter  for  consideration 
in  what  body  such  authority  should  be  vested.  It 
would  be  most  necessary  that  their  action  should 
proceed  not  only  on  well  considered  but  on  uniform 
lines;  and  the  need  for  uniformity  would  make  it 
desirable  that  only  one  such  body  should  deal  with  all 
the  cases.  The  Board  of  Inland  Revenue  do  not  re- 
gard it  as  desirable  that,  in  a matter  of  this  kind, 
the  determination  of  a dividing  line  should  be  left  to 
them.  It  would  probably  give  satisfaction  if  it  were 
left  to  the  Special  Commissioners ; or  the  Board  would 
see  no  objection  to  the  designation  of  a body  con- 
taining say,  one  Special  Commissioner,  one  or  more 
representatives  of  the  Board  of  Referees  appointed 
under  the  Excess  Profits  Duty  Acts,  and  one  repre- 
sentative of  the  Board  of  Inland  Revenue. 

25.515.  (19)  It  is  thought  that  such  a body  would 
find  no  serious  difficulty  in  determining  classes  of 
cases  that  it  would  not  be  desirable  or  expedient  to 
pursue,  or  in  arriving  at  decisions  in  the  compara- 
tively small  number  of  doubtful  individual  cases  that 
did  not  fall  within  those  classes.  It  would  be  reason- 
able to  expect  as  a result  of  their  decisions,  an 
established  practice  that  would  commend  itself  to 
the  public,  and  afford  satisfaction. 

25.516.  (20)  It  would  not  be  expedient,  in  the  view 
of  the  Board  of  Inland  Revenue,  to  attempt  to  extend 
the  Income  Tax  so  as  to  charge  an  accretion  arising 
from  what  may  be  fairly  recognized  as  the  realization 
of  an  investment.  It  is  true  that  such  an  accretion 
is  chargeable  under  the  Income  Tax  law  of  the  United 
States  of  America ; indeed,  in  that  country  practically 
every  accretion  of  wealth  is  treated  as  income  for 
Income  Tax  purposes,  except  the  value  of  property 
acquired  hy  gift,  bequest,  devise  or  descent;  and  if 
property  acquired  by  bequest,  devise  or  descent  is 
sold,  any  surplus  of  the  proceeds  over  the  appraised 
value  of  the  Federal  Estate  Tax  or  the  State  Inheri- 
tance Taxes  is  charged  to  Inoome  Tax.  If  the  charg- 
ing of  such  accretions  were  to  carry  with  it  the  set- 
ting off  against  other  income  of  any  diminutions 
similarly  arising,  it  would  not,  in  the  opinion  of  the 
Board,  be  a wise  departure  in  this  country.  If  it 
were  ever  considered  expedient  in  this  country  to  tax 
such  accretions,  the  Board  are  of  opinion  that  it 
would  lie  better  to  do  so  in  some  other  way  than 
within  the  scope  of  the  Income  Tax. 


25.517.  (21)  The  Board  of  Inland  Revenue  con- 
sider that  the  determination  of  what  is  or  is  not  an 
investment,  or  whether  a particular  profit  arises  or 
does  not  arise  from  the  realization  of  an  investment, 
should  be  left,  as  at  present,  to  the  General  or  Special 
Commissioners,  with  the  existing  right  of  appeal  to 
the  Courts  where  a point  of  law  is  involved  It  is 
suggested,  however,  that  a clear  distinction  should  be 
made  between  an  investment  bond  fide  acquired  and 
held  for  the  sole  purpose  of  deriving  an  annual  in- 
come from  its  retention  (including  any  asset  acquired 
and  held  for  the  sole  purpose  of  deriving  an  annual 
income  from  its  use,  e.g.,  business  premises,  goodwill, 
etc.),  and  an  asset  acquired  with  the  mam  or  secon- 
dary intention  of  deriving  a profit  from  its  sale ; and 
they  consider  that  the  General  and  Special  Com- 
missioners should  be  given  specific  power  to  judge 
intention  by  having  regard  to  all  the  known  circum- 
stances attending  the  acquisition,  holding  and  selling, 
the  duration  of  the  holding,  and  any  expressed  or 
apparent  secondary  objects,  as  well  as  the  m^in(5 
seemingly  main  object.  This  distinction  and  this 
power  should,  in  the  view  of  the  Board,  be  contained 
in  an  Act  of  Parliament.  . 

25.518.  (22)  The  remarks  in  the  foregoing  para- 
graphs have  been  directed  mainly  to  profits  arising 
from  occasional  transactions  of  purchase  and  sale.  A 
difficulty  also  arises  in  some  cases  with  regard  to  con- 
siderations received  in  respect  of  services. 

25  519.  (23)  It  will  be  noticed  from  paragraph  d 
that  the  charge  extends  to  (a)  “ annual  profits 
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arising  or  accruing  from  tlie  exercise  of  a profession, 
employment  or  vocation,  and  (b)  “ annual  ’ profits  or 
gains,  even  if  they  do  not  arise  or  accrue  irom  the 
exercise  of  a profession,  employment  or  vocation. 

25.520.  (24)  No  difficulty  is  ordinarily  met  with 
where  a consideration  for  exceptional  services  arises 
in  the  course  of  the  exercise  of  a profession,  employ- 
ment of  vocation,  since  it  is  generally  regarded  as 
running  part  of  the  annual  pronts  arising  tnerefrom. 
Where,  however,  the  services  in  respect  of  which  the 
consideration  is  received  are  outside  the  scope  of  the 
taxpayer’s  profession,  employment  or  vocation,  the 
contention  is  often  advanced  that  the  consideration  is 
not  taxable  because  the  profit  cannot  be  said  to  be  an 
" annual  ” profit. 

25.521.  (25)  It  is  suggested  that  there  is  no  good 
reason  why  the  profit  arising  from  a consideration 
received  for  services  rendered  or  to  be  rendered  should 
not  be  made  chargeable  to  Income  Tax  in  all  circum- 
stances. 

25.522.  (26)  If  this  were  done,  it  would  be  necessary 
in  order  to  make  it  effective,  to  extend  the  provisions 
under  which  employers  render  returns  of  tlie  names, 
addresses  and  remuneration  of  their  employees,  60  as 
to  apply  them  to  commissions  of  all  descriptions,  and 
consideration  for  services  of  any  kind,  and  to  persons 
paying  or  receiving  the  same. 

25.523.  (27)  If  casual  profits,  of  the  nature  dealt 
with  in  this  evidence,  are  made  chargeable  to  Income 
Tax,  it  is  suggested  that  they  should  be  charged 
under  Case  VI  of  Schedule  D as  if  they  were  specifi- 
cally mentioned  in  that  case. 

25.524.  (28)  It  has  been  thought  that  it  may  be 
found  convenient  in  the  consideration  of  this  matter 
if  the  suggestions  made  in  this  evidence  are  gathered 
up  in  the  form  of  a clause,  tentatively  drafted  to 
bring  to  a useful  focus  the  objects  and  powers 
suggested.  This  has  been  done  in  Annexe  I to  this 
proof. 

25.525.  (29)  There  are  three  points  which  it  is 
desired  to  submit  for  the  consideration  of  the  Royal 
Commission,  but  which  are  not  dealt  with  in  the 
draft  clause. 

25.526.  (30)  The  first  is  the  question  of  losses.  The 
effects  of  charging  the  profits  under  Case  VI  of 
Schedule  D would  be : — 

If  a loss  were  made, 

(a)  inasmuch  as  the  loss  would  not  be  a loss  in 

respect  of  a trade,  it  could  not  be  deducted 
from,  or  set-off  against,  the  profits  of  any 
trade  carried  on  by  the  taxpayer,  under 
Rule  13  of  the  Rules  applicable  to  Cases 
I and  II  of  Schedule  D,  First  Schedule, 
Income  Tax  Act,  1918. 

( b ) inasmuch  as  the  loss  would  not  be  a loss 

sustained  in  any  trade,  profession,  employ- 
ment or  vocation,  it  could  not  be  set-off 
against  the  taxpayer’s  aggregate  income 
for  the  year,  so  as  to  effect  a general 
adjustment  of  his  tax  under  section  34  of 
the  Income  Tax  Act,  1918. 

(c)  if,  as  it  is  suggested  should  be  the  case,  the 

basis  of  assessment  were  the  amount  of 
profit  arising  in  the  current  or  preceding 
year,  a loss  could  not  be  taken  credit  for 
ill  computing  the  assessment  for  a sub- 
sequent year. 

25.527.  (31)  It  is  suggested  that  reasonable  regard 
should  be  had  to  losses  made  in  such  transactions,  if 
it  is  decided  that  the  profits  should  be  made  charge- 
able; but  the  practical  difficulty  is  that,  where  profits 
are  made  in  transactions  outside  the  scope  of  a known 
business,  it  is  not  always  easy  to  gain  knowledge  of 
the  transactions  or  to  ascertain  correctly  the  extent 
of  the  profits,  whilst,  if  losses  are  made,  the  informa- 
tion would  be  very  readily  made  available. 

25.528.  (32)  In  the  case  of  the  Income  Tax  of  the 
United  States  of  America,  this  matter  was  evidently 
considered  to  be  adequately  dealt  with  in  the  Act 
of  8th  September,  1916,  by  merely  allowing  a loss 
as  a credit  against,  but  not  in  excess  of  profits  from 
similar  sources  in  the  same  year.  The  Official  Primer, 
explaining  that  Act,  stated  that  a loss  might  be 


claimed  as  a deduction  in  computing  the  taxpayer’s 
net  income,  even  though  not  connected  with  his 
regular  business  or  trade,  if  during  the  same  year 
he  derived  gains  from  other  transactions  entered  into 
for  profit,  but  not  connected  with  his  regular  business 
or  trade,  in  excess  of  the  amount  of  his  loss. 

This  regulation  may  have  been  due  to  a considera- 
tion of  the  practical  difficulties  of  discovering  profits 
and  the  great  ease  of  discovering  losses,  but  it  may 
also  have  rested  on  the  idea  that  if  a man  goes 
outside  his  regular  business  to  seek  profits,  that  fact 
should  not  affect  the  tax  that  he  would  otherwise 
be  called  upon  to  pay  in  respect  of  his  regular 
income;  that  whilst  it  is  not  unreasonable  that  lie 
should  pay  tax  on  a resultant  profit  independently 
of  his  business  profits,  it  is  also  not  wholly  unreason- 
able that  if  he  makes  a loss  it  should  not  affect 
the  tax  that  he  would  otherwise  pay  in  respect  of 
his  regular  business,  but  should  rank  only  as  a set-off 
against  similar  profitable  transactions.  The  adop- 
tion of  the  same  idea,  in  its  least  arguable  form, 
is  to  be  found  in  States  ( c.g .,  The  Commonwealth 
of  Australia,  and  Tasmania)  where,  although  lottery 
prizes  are  made  chargeable  to  Income  Tax,  there  is 
no  provision  for  the  allowance  of  outlays  that  produce 
no  prizes. 

It  may  be  mentioned  that  there  is  no  trace  of  any 
similar  restriction  in  the  Revenue  Act  of  1918  of  the 
United  States,  or  in  the  Regulations  made  there- 
under. 

25.529.  (33)  A similar  provision  occurs  in  New 
South  Wales.  Profits  are  made  chargeable  if  they 
arise  from  the  sale  of 

(a)  an  estate  or  interest  in  land  within  the  State 

(including  a lease  of  land  or  the  goodwill 
of  any  business  carried  on  on  the  land) 
where  the  estate  or  interest  was  bought,  or 
the  land  leased,  during  the  year  of  income 
or  the  four  preceding  years ; 

(b)  shares  in  any  company  bought  within  the 

year  of  income  or  the  two  preceding  years ; 

(c)  any  other  personal  property  of  any  kind  of 

the  value  of  £50  or  over,  bought  during 
the  year  of  income ; 

where  such  operations  were  not  in  the  course  of  the 
taxpayer’s  business.  In  assessing  income  from  such 
sales,  a set-off  of  losses  incurred  in  similar  transac- 
tions during  the  year  of  income  is  allowed,  and  this 
is  apparently  the  only  possible  set-off  in  respect  of 
such  losses. 

25.530.  (34)  It  might  perhaps  be  expected  that 
even  if  a set-off  for  losses  made  in  transactions  out- 
side a regular  business  were  restricted  so  that  it 
could  only  be  made  against  profits  from  similar 
transactions,  provision  would  at  least  be  made  for 
the  carrying  forward  of  a loss  for  a reasonable 
number  of  subsequent  years.  It  is,  however,  to  be 
borne  in  mind  that  it  is  not  usual  in  countries  where 
the  Income  Tax  is  not  based  on  an  average  of  years 
to  allow  losses  in  any  case,  even  when  they  arise 
in  a business,  to  be  carried  forward.  This  is  so  in 
most  of  the  British  Dominions.  It  is  so ' in  New 
South  Wales;  and  is  perhaps  an  explanation  of  what 
may  appear,  in  the  provisions  referred,  to,  a little 
drastic  to  those  accustomed  to  the  fairly  effective 
set-off  for  losses  that  an  average  of  three  years 
provides. 

25.531.  (35)  If  the  three  years’  average  system  is 
not  continued  in  this  country,  it  seems  probable  that 
provision  will  have  to  be  made  for  carrying  forward 
losses  to  the  extent  to  which  they  are  at  present 
effectively  carried  forward  under  the  average  system. 
It  appears  accordingly  that  if  such  profits  as  are 
under  consideration  in  this  evidence  are  made  charge- 
able, a loss  in  excess  of  similar  profits  in  the  year 
should  be  allowed  to  be  carried  forward  for  three 
subsequent  years. 

25.532.  (36)  The  Board  of  Inland  Revenue  incline 
to  the  view  that  such  an  arrangement  would,  be 
sufficient  in  the  case  of  losses  arising  in  transactions 
entered  into  for  profit  outside  the  scope  of  a tax- 
payer’s regular  business.  It  would  not,  in  their 
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view,  b9  safe  to  allow  such  losses  to  affect  the  tax 
payable  in  respect  of  the  taxpayer’s  regular  income. 

If  such  a course  were  contemplated,  it  would  be 
necessary  to  guard  it  by  some  such  expedient  as 
providing  that  a set-off  of  loss  could  only  be  claimed, 
if  before  or  at  the  time  when  the  transaction  was 
commenced  the  taxpayer  gave  notice  of  the  fact,  and 
that  it  was  a transaction  entered  into  for  profit. 
Any  such  course,  however,  would  result  in  many 
difficulties.  Such  transactions  frequently  occupy  a 
very  short  period.  It  is  often  difficult  to  determine 
when  they  really  commenced,  and  there  would  be 
■considerable  danger  that  in  many  cases  where  notifi- 
cation was  received  the  general  result  of  the  transac- 
tion was  known  or  expected  at  the  time  when  it  was 
notified  as  having  commenced. 

25,533-  (37)  The  second  point,  not  dealt  with  in 
the  draft  clause,  but  which  it  is  desired  to  submit 
for  consideration,  is  that  many  transactions  of  the 
kind  are  carried  out  by  two  or  more,  and  often 
several  persons  acting  jointly,  but  not  in  partnership. 
At  present,  persons  carrying  on  a trade  in  partner- 
ship are  assessable  jointly  in  one  sum,  and  the  tax 
is  collectible  in  one  sum.  It'  that  method  of  assess- 
ment is  to  be  continued,  it  is  more  than  ordinarily 
desirable  that  it  should  be  extended  to  joint 
adventures  of  the  kind  that  this  evidence  is  concerned 
with,  and  that  the  tax  should  be  made  payable  by 
the  person  in  receipt  of  the  profit,  or  in  default 
of  payment  by  him,  by  any  of  the  persons  joined  in 
the  venture. 

Whether  the  assessment  on,  and  collection  from, 
partners  jointly  is  continued  or  not,  it  is  desirable 
that  in  the  case  of  such  joint  adventures,  the  person 
in  receipt  of  the  profits  should  be  made  responsible 
for  making  a return  of  the  whole  profits,  and  for 
stating  the  division  of  the  profits  between  the  various 
persons  concerned. 

25.534.  (38)  The  third  point  is  concerned  with  sums 
received  as  the  result  of  a contract  of  indemnity 
and  profits  arising  from  the  sale  of  assets,  in  cases 
where  an  allowance  falls  to  be  made  to  the  purchaser, 
for  Income  Tax  purposes,  in  respect  of  the  exhaustion 
of  his  capital  outlay  by  the  wearing  out  of  the  asset 
purchased  by  him. 

25.535.  (39)  An  example  will  serve  to  illustrate  the 
difficulty  in  the  case  of  a contract  of  indemnity.  A 
shipowner  loses  a ship  which  originally  cost  him 
£50,000.  He  has  been  in  the  habit  of  insuring  it 
bv  ref:  : > nee  to  its  market  value,  and  he  receives 
£200,000  from  the  underwriters.  At  the  time  when 
the  ship  was  lost,  its  cost  in  his  books  was  written 
down  to  £30,000  by  writing  off  depreciation.  The 
difference  of  £20,000  has  also  been  allowed  for  de- 
preciation for  Income  Tax  purposes.  The  insurance 
premiums  have  also  been  allowed  as  an  expense  in 
computing  profits  for  Income  Tax.  The  shipowner 
replaces  the  lost  ship  by  a new  ship  costing  £240,000. 

25.536.  (40)  The  excess  of  the  £200,000  received 
from  the  underwriters  over  the  £30,000,  written-down 
value  of  the  lost  ship,  not  being  a profit  of  the  trade 
cannot  be  brought  into  credit  for  Income  Tax  pur- 
poses. On  the  other  hand,  the  allowances  for  de- 
preciation of  the  new  ship  must  be  based  on  the  cost 
of  the  new  ship,  viz.,  £240,000,  because  the  allow- 
ances are  required  (under  Rule  6 of  the  Rules 
applicable  to  Cases  I and  II,  Schedule  D,  of  the 
Income  Tax  Act,  1918)  to  represent  a diminished 
value  by  wear  and  tear  of  the  plant  used,  i.c.,  of 
the  new  ship. 

25.537.  (41)  The  result  is  that,  in  the  end,  the 
shipowner  receives  allowance  from  his  profits  of  an 
amount  very  much  in  excess  of  the  capital  provided 
by  him.  He  has  provided  £90,000.  viz.,  £50  000  tor 
the  lost  ship  and  £240,000  for  the  new  ship,  less 
£200,000  received  from  the  underwriters.  He  receives 
allowances  (ignoring  the  question  of  break-up  value 
that  would  not  be  allowed),  amounting  to  £260,000 
viz.,  £20,000  on  the  lost  ship,  and  £240,000  on  the 
new  ship.  The  amount  of  the  over  allowance  is 
accordinglv,  £170,000.  which  is  made  up  of  the 
£200,000  received  from  the  underwriters  less  £30,000, 
the  written-down  value  of  the  lost  ship.  In  other 
words,  he  receives  allowance  for  the  exhaustion  of 


capital  provided  by  a contract  of  indemnity,  the  cost 
of  which,  viz.,  the  insurance  premiums,  has  already 
been  allowed  as  an  expense  in  arriving  at  the  profits 
charged;  or  stated  in  terms  of  tax,  he  receives  an 
allowance  of  tax  in  respect  of  the  depreciation  of  an 
asset  that  has  arisen  out  of  business  expenditure, 
in  respect  of  which  an  allowance  of  tax  has  already 
been  made. 

25,538.  (42)  It  is  suggested  that  this  state  of  the 
law  should  not  be  allowed  to  continue.  In  the  view 
of  the  Board  of  Inland  Revenue  it  is  essentially 
repugnant  to  the  intention  of  Rule  3 (k)  of  the  Rules 
applicable  to  Cases  I and  II,  Schedule  D,  which  pro- 
vides that  in  computing  profits  no  sum  shall  be 
deducted  in  respect  of  any  sum  recoverable  under  an 
insurance  or  contract  of  indemnity.  That  rule  repro- 
duces the  provision  contained  in  the  third  rule  of 
Case  I,  Schedule  D,  contained  in  section  100  of  the 
Income  Tax  Act,  1842,  which  provided  that  no  sum 
shall  be  set  against  or  deducted  from  profits  if  it  is 
recoverable  under  an  insurance  or  contract  of 
indemnity. 

In  1842  there  was  no  allowance  for  depreciation, 
and  when,  in  1878,  such  an  allowance  was  granted, 
the  terms  in  which  it  was  granted  were  such  that 
it  became,  not  a deduction  in  computing  profits,  but 
a deduction  from  profits  after  they  have  been  com- 
puted. In  the  result,  the  allowance  is  quite  detached 
from  the  prohibition  against  the  deduction,  in  com- 
puting profits,  of  any  sum  receivable  under  an 
insurance  or  contract  of  indemnity.  The  Board 
consider  that  this  should  be  corrected  by  a proviso  to 
Rule  6 of  the  Rules  applicable  to  Oases  I and  IT. 
Schedule  D,  to  restrict  the  allowance  in  such  cases, 
so  that  it  may  be  calculated  by  reference  to  an  amount 
equal  to  the  total  of  the  written-down  value  at  the 
time  of  loss,  plus  the  excess  of  the  expenditure  on  the 
new  plant  or  machinery  over  any  amount  received 
under  an  insurance  or  contract  of  indemnity.  It  is, 
of  course,  assumed  that  a corresponding  advantage 
should  be  given  to  the  taxpayer  in  respect  of  the  new 
plant,  in  a case  where,  through  falling  values,  the 
amount  recovered  from  insurance  is  less  than  the 
written-down  value  of  the  old  plant  when  it  was  lost. 

25.539.  (43)  The  question  of  profits  arising  from  the 
sale  of  assets,  in  cases  where  an  allowance  for  Income 
Tax  purposes  falls  to  be  made  to  the  purchaser  in 
respect  of  the  exhaustion  of  his  capital  outlay  by  the 
wearing  out  of  the  asset  purchased  by  him,  is  quite 
distinct  from  the  matter  just  considered ; but  it  is  one 
that  requires  consideration  in  the  light  of  the 
arguments  that  have  been  presented  on  the  subject 
of  wasting  assets. 

25.540.  (44)  As  previously  mentioned  in  this 
evidence,  Mr.  Sidney  Webb  raised  the  particular 
question  of  the  profits  on  sale  of  ships,  and  that  is 
a case  that  has  recently  attracted  a great  deal  of 
attention. 

25.541.  (45)  It  has  been  suggested  before  the  Royal 
Commission  that  if  no  allowance  for  exhaustion  of 
expenditure  is  made  to  the  purchaser  of  an  inherently 
wasting  asset,  the  result  is  to  force  the  incidence  of 
the  tax  on  to  the  seller.  Alternatively,  that  if  an 
allowance  were  made  to  the  purchaser,  it  would  be 
necessary  to  charge  the  seller  in  respect  of  the  profits 
of  the  sale.  In  the  case  of  plant  and  machinery  an 
allowance  to  the  purchaser  for  the  waste  of  the  asset 
is  made,  and  consistent  reasoning  seems  to  point  to 
the  conclusion  that  the  profit  on  sale  should  be 
charged.  The  point  is  mentioned  here  not  merely 
because  the  Board  of  Inland  Revenue  are  concerned 
with  a consistent  presentation  of  the  case  in  relation 
to  other  matters  that  have  come  before  the  Royal 
Commission,  but  also  because,  if  it  were  decided  that 
such  profits  should  be  made  chargeable,  it  would 
necessitate  a proviso  to  the  suggested  exemption  in 
respect  of  profit  arising  from  the  realization  ot  an 


investment.  , , 

25  542.  (46)  If  such  profits  were  made  chargeable, 
cases  would  arise  where  the  proceeds  of  sale  were 
devoted  to  the  purchase  of  new  plant,  e.^.,  a ship 
might  be  purchased  to  take  the  place  of  a ship  sold. 
It  mi  gilt  reasonably  be  urged  that  the  outlay  made  it 
difficult  or  impossible,  to  pay  tax  on  the  profit.  _ It 
would  doubtless  bo  possible  in  such  a case  to  provide 
(or  a restriction  of  the  depreciation  allowance  in 
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respect  of  the  new  ship,  instead  of  taxing  the  profit 
on  the  sale,  in  a manner  similar  to  that  suggested 
in  the  oase  of  recoveries  from  underwriters. 

25.543.  (47)  If  such  profits  arising  from  sales  were 
made  chargeable  to  tax,  a further  question  would 
arise  as  to  how,  for  example,  an  excess  of  an  amount 
recovered  from  underwriters  over  the  written-down 
value  of  a lost  ship  that  is  not  replaced,  should  he 
treated.  It  is  certainly  not  the  profit  on  a sale.  On 
the  other  hand,  it  is  assumed  that  the  amount 
recovered  from  underwriters  is  intended  to  place  the 
owner  in  the  same  position  as  he  would  have  occupied 
if  he  had  not  lost  the  ship.  If  the  owner  stops  short 
of  placing  himself  in  the  same  position  by  refraining 
from  replacing  the  lost  ship,  it  does  not  seem  un- 
reasonable to  treat  him  for  Income  Tax  purposes 
in  the  same  manner  as  if  he  had  sold. 

25.544.  (48)  A draft  clause,  designed  to  give  effect 
to  the  foregoing  suggestions  ('paragraphs  38-47)  is 
printed  in  Annexe  II. 

25.545.  ANNEXE  I. 

1.  Notwithstanding  anything  contained  in  Schedule 
D of  the  first  Schedule  to  the  Income  Tax  Act,  1918, 
tax  shall  be  charged  under  that  Schedule  in  respect 
of:  — 

(a)  The  profit  or  gain  arising  from  any  considera- 

tion received  or  receivable  in  respect  of  any 
sendee  or  services  (whether  continuous  or 
not)  rendered  or  to  be  rendered,  and  not 
otherwise  charged  under  any  Case  of 
Schedule  D or  under  any  other  Schedule. 

(b)  Any  other  profit  or  gain  not  chargeable  under 

any  Case  of  Schedule  D or  under  Schedule 
A,  B,  C,  or  E,  notwithstanding  that  the 
said  profit  or  gain  is  not  an  annual  profit 
or  gain,  or  is  not  recurrent,  unless  the 
profit  or  gain  arises  from  the  realization  of 
an  investment,  or  unless  [ ], 

owing  to  any  special  circumstances,  other- 
wise direct. 

2.  Any  profit  or  gain  chargeable  under  this  Section 
shall  be  charged  under  Case  VI  of  Schedule  D as  if  it 
were  specifically  mentioned  in  that  Case. 

3.  In  this  section  the  expression  “ investment  ” 
means  any  asset  that  was  acquired  and  held  for  the 
sole  purpose  of  deriving  an  annual  income  from  its 
retention  or  use,  and  without  any  main  or  secondary 
intention  of  deriving  a profit  from  its  sale,  and,  in 
determining  any  such  intention,  the  Commissioners 
having  jurisdiction  in  the  case  may  have  regard  to 
any  circumstances  before  or  at  the  time  when  the 
asset  was  acquired  and  during  the  period  whilst  it 
was  held,  and  to  the  duration  of  that  period  as  well 
as  to  any  main  or  secondary  object  in  any  charter, 
memorandum,  prospectus  or  other  document. 

4.  Sub-sections  (1),  (2)  and  (4)  of  section  105  of 
the  Income  Tax  Act,  1918  (which  relate  to  returns  of 
remuneration  of  persons  employed),  shall  apply,  with 
the  necessary  modifications,  to  commissions  of  any 
description,  and  consideration  for  services  of  any 
kind,  and  to- persons  paying  and  receiving  the  same, 
as  they  apply  to  remuneration  of  employment,  and  to 
employers  and  persons  employed. 

25.546.  ANNEXE  II. 

A. — Addition  to  draft  clause  contained  in  Annexe  I 
in  order  to  exclude  machinery  or  plant  in 

RESPECT  OF  WHICH  DEDUCTIONS  FOR  WEAR  AND  TEAR 
CAN  BE  CLAIMED  FROM  THE  DEFINITION  OF  THE 
EXPRESSION  “ INVESTMENT.” 

Insert  after  the  words  “ In  this  Section  the  expres- 
sion ‘ investment  ’ means  any  asset  ” the  follow- 
ing:— 

“ (not  being  an  asset  consisting  of  machinery 
“ or  plant  in  respect  of  which  a deduction  on 
“ account  of  wear  and  tear  mav  be  claimed  and 
“ allowed  under  Rule  6 of  the  Rules  applicable 
“ to  Cases  I and  II,  Schedule  D,  in  the  First 
" Schedule  to  the  Income  Tax,  1918.)  ” 


B. — Draft  clause  relating  to  recoveries  under 

INSURANCES  OR  CONTRACTS  OF  INDEMNITY,  AND 

PROFITS  ARISING  ON  A SALE,  IN  THE  CASE  OF 

MACHINERY  OR  PLANT  REFERRED  TO  IN  A OF  THIS 

Annexe. 

1.  Where  any  machinery  or  plant  used  for  the  pur- 
poses of  a trade  is  lost,  destroyed,  or  otherwise  ren- 
dered unusable,  and  is  replaced  by  other  machinery 
or  plant,  wholly  or  partly  out  of  moneys  received  in 
respect  of  the  loss  or  damage  under  an  insurance  or 
contract  of  indemnity,  any  deduction  claimed  and 
allowed  under  Rule  6 of  the  Rules  applicable  to 
Cases  I and  II,  Schedule  D,  in  the  First  Schedule 
to  the  Income  Tax  Act,  1918,  in  respect  of  wear  and 
tear  of  the  new  machinery  or  plant,  shall  be  com- 
puted as  if  the  cost  of  that  machinery  or  plant  had 
been  an  amount  equal  to  the  excess  of  the  aggregate 
amount  of  the  costs  of  the  machinery  or  plant 
replaced  and  the  new  machinery  or  plant  over  the 
aggregate  amount  of  the  total  deductions  made  under 
the  said  Rule  in  respect  of  The  machinery  or  plant 
replaced,  and  the  amount  received  Under  the  insur- 
ance or  contract  of  indemnity  in  respect  of  the  last 
mentioned  machinery  or  plant. 

2.  Where  any  machinery  or  plant  used  for  the  pur- 
poses of  a trade  is  lost,  destroyed  or  otherwise  ren- 
dered unusable,  and  is  not  replaced  by  other 
machinery  or  plant,  any  moneys  received  in  respect 
of  the  loss  or  damage  under  an  insurance  or  contract 
of  indemnity  shall  be  treated  for  the  purposes  of 
Income  Tax  as  if  they  had  been  received  in  respect 
of  the  sale  of  the  machinery  or  plant. 

3.  Where  any  machinery  or  plant  belonging  to  any 
person  and  used  for  the  purposes  of  a trade  is  sold 
by  him  and  is  replaced,  wholly  or  partly  out  of 
moneys  received  in  respect  of  the  sale,  by  other 
machinery  or  plant,  in  respect  of  which  deduction 
on  account  of  wear  and  tear  may  be  claimed  and 
allowed  under  Rule  6 of  the  Rules  applical  le  to 
Cases  I and  II  of  Schedule  D in  the  First  Schedule  to 
the  Income  Tax  Act,  1918,  he  shall  be  entitled,  in  lieu 
of  being  assessed  and  charged  in  respect  of  any  profit 
arising  from  the  sale,  to  elect  that  any  deductions 
under  the  said  Rule  in  respect  of  the  new  machinery 
or  plant  shall  be  computed  as  if  the  cost  of  that 
machinery  or  plant  had  been  an  amount  equal  to  the 
excess  of  the  aggregate  amount  of  the  costs  of  the 
machinery  or  plant  replaced  and  the  new  machinery 
or  plant  over  the  aggregate  amount  of  the  total 
deductions  made  under  the  said  Rule  in  respect  of 
the  machinery  or  plant  replaced  and  the  amount 
received  in  respect  of  the  sale  of  the  last  mentioned 
machinery  or  plant. 

4.  For  the  purposes  of  this  section,  machinery  or 
plant  shall  be  deemed  to  have  been  replaced  by  other 
machinery  or  plant,  where  the  new  machinery  or 
plant  is  of  not  less  than  equal  capacity  to  the  old 
machinery  or  plant ; and  where  the  new  machinery  or 
plant  is  of  less  capacity  than  the  old  machinery  or 
plant,  the  Commissioners  having  jurisdiction  in  the 
case  shall  treat  such  portion  of  any  sums  received 
under  the  insurance  or  contract  of  indemnity  or  in 
respect  of  the  sale,  as  the  case  may  be,  as  appears  to 
them  to  be  reasonable,  as  having  been  received  ,:n 
respect  of  machinery  or  plant  that  has  not  been 
replaced,  and  shall  treat  a corresponding  portion  of 
the  old  machinery  or  plant  as  not  having  been 
replaced. 

[This  concludes  the  evidence-in-chief .] 

25,547.  Mr.  Kerly : I think  you  are  aware  that  we 
propose  to  take  your  evidence  on  one  of  your  topics 
only,  and  that  is  with  regard  to  what  I will  call  casual 
profits.  We  are  postponing  your  evidence  on  insur- 
ance until  later,  though  I think  Mr.  Geoffrey  Marks 
perhaps  vvould  like  to  ask  you,  at  the  end  of  your 
examination  on  the  other  matter,  two  or  three  ques- 
tions to  elucidate  something  in  your  other  papers,  but 
that  will  be  a supplement  to  your  examination.  May 
I summarize  your  evidence  in  this  way  with  regard  to 
casual  profits : the  Board  are  of  opinion  that,  speak- 
ing generally,  it  is  not  worth  while  to  tax  casual 
profits  except  where  they  are  important  sums? — I 
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think  that  is  hardly  right.  I think  it  is  rather  where 
they  are  important  classes.  1 do  not  think  they  feel 
that  they  can  distinguish  between  sums. 

25  548.  Where  they  are  important  classes.  You 
could  not  deal,  of  course,  with  the  individual  sum, 
but  it  is  where  you  can  classify  the  transactions  as 
likely  to  produce  important  sums  in  the  aggregate. 
Then  you  propose  to  adopt  as  the  material  factor  in 
any  definition  the  question  whether  the  intention 
with  which  the  property,  which  is  afterwards  the  sub- 
ject of  a casual  profit,  was  obtained  is  investment  or 
speculation  ? — Yes. 

25.549.  You  propose  to  allow  losses  only  as  against 
gains  of  the  same  character? — Yes. 

25.550.  And  not  against  the  general  income? — That 

is  so.  . 

25.551.  The  Board  are  of  the  opinion  that  if  specu- 
lative losses,  as  I may  call  them,  are  allowed  to  be  set 
off  against  the  general  income,  there  will  be  no  gain 
to  the  Revenue?— They  are  very  strongly  of  that 
opinion. 

25.552.  Then  you  suggest  that  a special  board  shall 
be  set  up  with  a view  to  determining  in  particular 
cases  or  classes  of  cases  whether  the  suggested  casual 
profit  shall  be  treated  as  an  investment  increment  or 
as  a taxable  casual  profit? — No.  The  suggestion  is 
that  the  General  or  Special  Commissioners  will,  as 
now,  determine  whether  a transaction  is  the  realiza- 
tion of  an  investment,  but  in  a case  where  the  trans- 
action is  not  found  to  be  the  realization  of  an  invest- 
ment it  is  suggested  that  some  board  to  be  set  up 
should  decide  whether  it  falls  within  a class  of  case 
that  they  consider  should  not  be  followed. 

25.553.  Your  proposal  then  is  that  certain  further 
appeals  should  be  taken  against  the  decision  of  par- 
ticular Commissioners? — No,  not  so  far  as  the  sug- 
gested board  is  concerned.  An  appeal  would  lie  to 
the  High  Court,  as  now,  against  the  decision  of  the 
Commissioners  as  to  whether  any  transaction  was  the 
realization  of  an  investment  if  a point  of  law  were 
involved. 

25.554.  Could  you  define  a little  more  what  you 
mean  to  be  the  jurisdiction  of  your  special  Court?— 
I will  try  to  do  so.  The  idea  of  the  Board  in  this 
matter  is  that  after  a transaction  has  been  decided 
not  to  be  the  realization  of  an  investment  there  will 
still  have  to  be  exercised  a discretion  as  to  whether  it 
is  a transaction  of  a nature  that  on  grounds  of  ex- 
pediency ought  not  to  be  charged.  The  suggestion  is 
that  a ix>dy  set  up  for  that  purpose  would  first  of  all 
apply  its  mind  to  deciding  classes  of  cases  that  ought 
not  to  be  charged,  and  classes  of  cases  that  ouvht  to 
be  charged.  Those  decisions  would  he  circulated,  but 
there  might  arise  individual  cases  where  it  was 
doubtful  whether  they  fall  into  a class  intended  hy 
the  board  set  up  or  not.  and  tho°e  individual  cases 
would  be  heard  and  determined  by  that  board. 
Might  I iust  explain  a little  more  what  is  in  our 
minds?  It  is  quite  conce'vable,  for  instance,  that 
the  board  might  immediately  determine  that  there  is 
a broad  distinction  between,  we  will  sav.  a man  who 
enters  upon  a speculation  in  the  way  of  his  own  trade 
or  a man  who  uses  his  influence  and  knowledge  for  a 
venture,  and  a man  who  simply  acts  through  another 
person  without  any  knowledge  of  the  narticular  thing 
with  which  he  is  dealing — a man  who.  perhaps,  in- 
structs a broker  to  buv  some  oil  shares  for  bum  with- 
out heiu«r  himself  in  the  nil  trade.  The'7  would  prob- 
ably find  it  desirable  in  all  cases  to  charge  a man 
who  enters  upon  a speculation  which  is  perhaps  nob 
in  the  way  of  his  own  trade,  hut  a speculation  in  which 
he  busies  himself,  in  which  he  devotes  perhaps  some 
special  experience  or  some  special  skill,  or 
some  particular  influence  in  arranging  for  a pur- 
chase and  arranging  for  a sale;  he  busies  him 
self  in  it  as  distinguished  from  simply  using  h'c 
capital  and  working  through  some  other  person.  Tt. 
is  thought  that  broad  distinctions  of  that  sort  would 
at  once  occur  to  the  board,  and  that  they  might 
decide  at  once  that  the  profits  of  such  transaction® 
ought  to  be  charged,  whereas  it  might  be  very  doubt 
ful  whether  a man  who  simply  instructs  his  broker 
to  buy  100  Shells  or  a few  rubber  shares,  and  sells 
them  a little  later  on.  ought  to  be  followed;  or  even 


whether  it  is  expedient  that  a man,  without  capital 
perhaps,  who  enters  into  speculation  in  differences 
in  rubber  shares  or  oils  should  be  charged.  It  is 
thought  that  certain  broad  classes  might  be  arrived 
at  fairly  early  if  a board  of  the  kind  suggested  applied 
their  minds  to  the  matter. 

25.555.  Do  I understand  that  the  operation  of  your 
proposed  board  is  to  classify  cases  for  exception  which 
fall  within  the  words  of  the  definition? — They  would 
classify  cases  for  exception  that  fall  within  the  de- 
finition of  a profit,  other  than  a profit  on  the  realiza- 
tion of  an  investment. 

25.556.  And  do  you  anticipate  that  they  would 
arrive  at  very  early  decisions,  at  any  rate,  upon 
particular  cases  which  would  be  brought  before 
them? — I think  they  would  arrive  at  very  early 
decisions  by  considering  classes;  having  considered 
classes,  individual  oases  would  come  before  them  as 
to  whether  or  not  they  fell  within  those  classes,  and 
it  is  quite  likely  that  they  would  find  other  classes 
as  time  went  on. 

25.557.  In  what  way  do  you  propose  that  it  should 
be  determined  whether  an  appeal  hies  to  the  board 
or  not?  Is  there  to  be  an  appeal  in  every  case,  or 
is  someone  to  have  discretion’  to  pass  the  appeal  on 
or  not? — I think  the  matter  would  arise  in  this 
way.  A transaction  would  come  to  the  knowledge  of 
the  Revenue  officials,  and  they  would  make  up  their 
minds  first  of  all  as  to  whether  they  considered  it 
to  be  the  realization  of  an  investment  or  not.  If 
they  considered  that  it  was  the  realization  of  an 
investment  they  would  not  seek  to  raise  a charge; 
if  they  considered  otherwise,  they  would  seek  to 
raise  a charge.  Then  the  taxpayer,  on  receiving  a 
notice  of  assessment,  might  take  the  view  that  it 
was  the  realization  of  an  investment,  and  an  appeal 
would  lie  then  to  the  General  or  Special  Com- 
missioners, with  a further  appeal  to  the  High  Court- 
if  a point  of  llaw  were  involved.  If  he  did  not  take 
the  view  that  it  was  the  realization  of  an  investment, 
or  if  the  Special  Commissioners  or  the  General  Com- 
missioners found  that  it  was  not  the  realization  of 
an  investment,  then  under  the  clause  suggested  it 
would  become  at  once  chargeable  unless  the  Board 
of  Referees,  as  I will  call  the  special  body,  decided 
otherwise.  If  it  fell  within  a class  that  they  had 
already  designated  as  not  properly  chargeable,  we 
should  proceed  no  further;  if,  on  the  other  hand, 
it  did  not  fall  within  that  class,  we  should  maintain 
the  charge,  unless  the  taxpayer  successfully  appealed 
to  that  board. 

25.558.  Has  the  Board  of  Inland  Revenue  any 
suggestions  to  make  as  to  the  proposed  constitution 
of  the  board? — Beyond  the  suggestion  that  is  made 
in  my  evidence-in-chief,  they  have  not  asked  me  to 
say  anything  in  particular. 

25.559.  What  paragraph  is  that? — Paragraph  18. 
I say  there,  “ The  Board  of  Inland  Revenue  do  not 
regard  it  as  desirable  that,  in  a matter  of  this 
kind,  the  determination  of  a dividing  line  should 
be  left  to  them.  It  would  probably  give  satisfaction 
if  it  were  left  to  the  Special  Commissioners;  or  the 
Board  would  see  no  objection  to  the  designation  of 
a body  containing,  say.  one  Special  Commissioner, 
one  or  more  representatives  of  the  Board  of  Referees 
appointed  under  the  Excess  Profits  Duty  Acts,  and 
one  representative  of  the  Board  of  Inland  Revenue.” 

25.560.  Is  it  suggested  that  they  should  be  a sort 
of  statutory  committee? — That  is  the  idea  that  we 
put  forward. 

25.561.  I am  not  at  the  moment  struck  by  your 
suggestion  that  there  could  be  -any  appeal  to  the 
Court,  because  the  matter  to  be  decided  would  be 
essentially  one  of  fact.  You  told  me  at  the  beginning 
the  main  factor  of  vour  definition  must  be  intention? 

May  I sav  that  the  suggestion  that  a-n  appeal  woo’d 

lie  to  the  Courts  only  refers  to  an  appeal!  from  the 
Gemera-l  or  Special  Commissioners,  not  to  an  appeal 
from  the  board  mentioned. 

25.562.  I quite  follow  that? — But  I would  like  to 
sav  this,  that  a point  of  law  has  sometimes  been 
found  in  the  past  to  be  involved  in  whether  a par- 
ticular transaction  is  the  realization  of  an  invest- 
ment, and  on  that  particular  point  appeals  have  gone 


1262 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


21  November,  1919.] 


Mr.  M.  C.  Furtado. 


[Continued. 


from,  tlie  Commissioners  to  the  Court.  There  was 
the  well-known  case  of  the  Hudson  Bay  Company. 
We  urged  that  their  profits  from  land  sales  were 
trading  profits.  The  company  contended  that  they 
were  the  result  of  the  realization  of  an  investment 
in  land,  and  that  was  treated  as  involving  a point 
of  law,  which  went  through  the  Courts,  and  the 
Court  of  Appeal  decided  in  the  company’s  favour. 

25.563.  You  may  perhaps  get  one  or  two  questions 
emerging,  but  except  for  the  elucidation  of  the 
..definition,  the  assistance  of  the  Court  would  be  very 
rarely  available? — I think  so.  There  are  very  few 
cases  that  have  gone  to  the  Courts  in  the  past. 

25.564.  Now  will  you  please  turn  to  Annexe  1 of 
your  proof.  The  important  paragraph  is  3.  “In 
this  section  the  expression  ‘ investment  ’ means  any 
asset  that  was  acquired  and  held  for  the  sole  pur- 
pose of  deriving  an  annual  income  from  its  retention 
or  use,  and  without  any  main  or  secondary  intention 
of  deriving  a profit  from  its  sale.”  It  is  hardly 
possible  to  conceive  of  an  investment  which  is  not 
bought  with  some  idea  of  capital  increment  as  a 
possibility.  Is  not  this  what  you  mean : just  follow 
as  I read  my  revised  version  of  this.  “ In  this 
section  an  investment  means  any  asset  that  was 
acquired  and  held  for  the  purpose  ” — leaving  out  the 
word  “ sole  ” — “ of  deriving  an  annual  income.” 
Then  I should  add:  “or  benefit  from  its  retention 
or  use,  and  not  mainly  with  the  intention  of  deriving 
a profit  from  its  sale.”  Then  I suggest  that  you 
might  strike  out  all  the  words  at  the  end  following 
“ period  ”;  that  is  to  say.  the  words,  “ as  well  as  to 
any  main  or  secondary  object  in  any  charter.”  Have 
not  I now  expressed  what  you  mean? — I do  not  think 
you  have  gone  quite  as  far  as  I went.  I have  a 
case  of  this  kind  in  my  mind,  a case  that  was  heard 
in  the  Court  of  Session  a few  years  ago.  It  was  a 
case  of  the  Tebrau  (Johore)  Rubber  Syndicate,  which 
is  reported  in  the  fifth  volume  of  Tax  Cases  at 
page  658.  That  was  a case  of  a syndicate  that  had 
a producing  company's  Memorandum.  It  acquired 
two  rubber  estates  in  the  Malay  Peninsula  just 
about  the  same  time,  although  not  quite  to- 
gether. It  planted  about  a quarter  of  the  estates 
and  sold  them  to  a company.  At  its  inception  the 
syndicate  issued  a prospectus,  which  stated — this  is  a 
quotation  I have  before  me — “ It  is  in  contemplation 
that,  on  the  estate  being  sufficiently  developed,  the 
syndicate  should  sell  it  as  a going  concern,  or  should 
form  a company  to  take  it  over  at  a price  which  will 
afford  the  syndicate  an  adequate  profit,  but  it  will 
be  for  the  shareholders  to  determine  whether  the 
estate  is  to  be  realized  in  the  market,  turned  over 
to  a larger  company  or  held  and  worked  by  the 
syndicate.”  The  Court  held  that  the  primary  object 
was  to  cultivate,  although  it  was  assumed  that  the 
promoters  had  in  view  from  the  first  that  it  might 
become  expedient  to  sell.  I think  that  decision  is 
practically  a decision  that  it  was  not  mainly  the 
Syndicate’s  intention  to  derive  a profit  from  selling 
the  estate;  and  I think  that  the  words  that  you 
gave  me  just  now  would  not  cover  that  case. 

25.565.  I adopted  them,  as  you  no  doubt  appreciate, 
because  they  are  familiar  words  in  Acts  of  Parlia- 
ment ? — Yes. 

25.566.  They  are  distinguishing  between  a domin- 
ant and  a subordinate  intention.  Very  well,  I think 
we  have  got  sufficient  now  to  appreciate  what  you 
mean,  and  no  doubt  ultimately  the  actual  wording 
will  go  to  a Parliamentary  draughtsman  if  we  adopt 
the  scheme. 

25.567.  Sir  W.  Trower : Is  it  desirable  to  set  up 

any  further  judicial  bodies:  if  “ annual  profits  ’’.were 
extended  to  “ all  profits  ” under  Schedule  D why  not 
leave  it  to  the  .General  Commissioners? — If  you  had 
a clause  that  extended  the  charge  to  all  casual  profits 
it  would  simply  mean  that  the  General  Commissioners 
would  have  to  charge  all  casual  profits.  Two  results 
would  follow ; the  first  is  that  neither  the  Commis- 
sioners nor  the  officers  of  the  Department  would  be 
able  to  find  those  casual  profits 

25.568.  Does  that  not  depend  on  the  definition  in 
the  Act  of  Parliament? — The  definition  of  casual 
profits? 


25.569.  Yes.  My  point  is,  why  increase  appellate 
bodies ; why  set  up  a new  board  ? 

25.570.  Mr.  Kerly : May  I explain  what  I think 
the  idea  is : having  regard  to  the  enormous  difficulty 
of  defining  what  is  intended  in  the  abstract,  or  by 
any  one  proposition,  I understand  the  Board’s  scheme 
to  be  to  start  with  a definition  Avhich  would  cover 
more  than  they  think  it  desirable  to  face,  and  they 
propose  to  set  up  not  a mere  judicial  body  but  rather 
an  administrative  body  which  will,  going  step  In- 
step, exclude  classes  of  casual  profits  which,  though 
they  would  fall  within  the  definition,  it  is  not  con- 
sidered desirable  to  deal  with  ; I think  that  is  the 
general  opinion? — That  is  so. 

25.571.  So  that  it  would  not  be  another  appellate 
Court. 

25.572.  Sir  W.  Trower:  Another  body. 

25.573.  Mr.  Kerly : Another  body,  certainly.— I 

may  say  the  Board  attach  very  great  importance  to 
consistency  in  the  decisions ; that  is  why  they  would 
rather  have  one  body  dealing  with  the  classes  of  cases 
and  the  few  individual  cases  that  would  arise,  rather 
than  a great  number  of  bodies. 

25.574.  Mr.  Marks : Would  not  the  intention  of  the 

Board,  as  defined  by  Mr.  Kerly,  if  it  were  applied, 
give  rise  to  all  sorts  of  possibilities  of  dissatisfaction 
as  between  different  classes  of  speculators? — I am  not 
quite  sure  that  I follow  what  you  mean.  You  are 
speaking  of  a definition  put  forward  by  Mr.  Kerly  as 
distinguished  from 

25.575.  No.  Mr.  Kerly  has  proffered  to  you  a de- 
finition of  the  intention  of  the  Board  in  setting  up 
this  supplementary  body,  which  seemed  to  me  to  imply 
that  a large  number  of  cases  of  extraordinary  diffi- 
culty and  delicacy  would  come  before  that  board ; the 
decisions  of  those  cases  might,  and  probably  would, 
raise  an  enormous  amount  of  dissatisfaction  as 
between  different  classes  of  speculators  or  different 
classes  of  earners  of  casual  profits.  Two  cases, 
although  they  might  not  be  identical,  would  be  so 
close  together,  and  must  in  the  nature  of  the  trans- 
actions be  so  close  together,  that  a decision  in  favour 
of  one  and  against  the  other  would  create  a great 
deal  of  dissatisfaction? — I think  it  would  not  happen 
in  practice  in  that  way.  Of  course,  one  has  to  have 
an  idea  in  one’s  mind  as  to  what  would  be  the  initial 
discrimination  that  such  a board  would  make,  and  T 
think,  as  I said  before,  , that  they  would  first  of  all 
come  to  the  conclusion  “ we  want  to  charge  a man 
Avho  is  dabbling  in  something  in  hisj  own  line,  and  we 
want  to  charge  a man  who  is  busying  himself  in  a ven- 
ture.” I believe  that  those  would  form  the  broad  dis- 
tinctions, and  I can  quite  conceive  that  they  might 
issue  an  instruction  that  a person  who  simply  uses 
his  own  capital  to  buy  a few  shares  or  something  or 
other  not  in  the  way  of  his  own  business,  and  does 
not  busy  himself  in  the  transaction  at  all,  but  simply 
acts  through  a broker,  is  not  a person  whom  they 
wished  to  charge.  They  would  get  border-line  cases 
even  among  such  cases,  as  you  say.  They  would  have 
cases  of  two  or  three  people  together,  who,  perhaps, 
buy  up  a large  block  of  shares  and  try  to  make  a 
market  in  them.  I think  it  quite  likely  that  the 
board  in  question  might  quite  early  decide  that  all 
joint  ventures  ought  to  be  charged.  I think  it  would 
be  only  by  degrees  that  they  would  get  at  all  those 
classes  which  they  would  exclude,  and  I think  that 
for  some  time  there  would  be  individual  cases  coming 
up  for  consideration  which  might  suggest  new  classes, 
but  I do  think  that  in  the  end  a practice  would  result 
which  would  be  satisfactory.  I cannot  think  of  any 
other  way  of  doing  it.  I have  another  point  in  my 
mind,  which  is  this:  unless  the  charge  is  to  be  re- 
stricted to  important  classes,  such  as  the  people  who 
busy  themselves  or  the  people  who  are  dealing  in 
something  in  their  own  way  of  business',  the  nature 
and  scope  of  the  tax  would  become  very  greatly 
changed.  You  would  have  extended  your  Income 
Tax  as  the  Americans  have  done,  so  as  to  cover  prac- 
tically all  capita]  realizations.  As  soon  as  you  do 
that,  I think  you  will  be  in  a •difficulty.  Witlr  regard 
to  losses,  you  will  find,  as  America  has  evidently 
found,  that  you  cannot  restrict  the  setting-off  of 
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losses  in  the  way  I have  suggested.  The  original 
American  restricted  set-off  of  losses  has  not  been 
maintained,  and  I do  not  think  that  it  could  have 
been  maintained,  because  they  have  made  the  scope 
of  their  charge  so  very,  very  wide.  A restriction  of 
the  set-off  for  losses  seems  to  me  essential.  If  I were 
to  suggest  to  you,  to  put  an  extreme  case  (it  is  ex- 
treme, but  it  will  bring  my  suggestion  home  to  you), 
that  you  should  charge  a man  for  tax  on  the  winnings 
he  makes  at  cards  in  his  own  house,  you  would  think 
at  once  that  I was  suggesting  a voluntary  contribu- 
tion, but  if  I were  to  say  to  you  : “ and  allow  him 
to  deduct  from  his  business  profits  his  losses  on  cards 
in  his  own  house,”  you  would  liave  no  doubt  at  all 
that  I was  a fool. 

25.576.  I think  your  extreme  suggestion  does 
illustrate  very  well  the  difficulties  of  establishing  any 
real  definition  of  the  very  large  number  of  cases  that 
you  would  have  before  you?— We  felt  that  a statutory 
definition  would  present  the  utmost  difficulty. 

26.577.  Have  you  considered  the  possibility  of 
getting  hold  of  the  large  amount  of  profit  or  of  taking 
account  of  the  very  large  amount  of  losses  which  arise 
from  Stock  Exchange  speculations  between  accounts? 
— That  is  a very  great  difficulty,  and  I think  that  would 
be  one  of  the  first  questions  that  such  a board  as  we 
have  been  discussing  would  consider.  I must  say  that 
all  my  experience  is  in  the  direction  that  the  Income 
Tax  is  not  the  way  to  do  it.  I think  there  are  other 
ways,  perhaps  more  promising  ways,  of  touching 
such  speculation  than  by  the  Income  Tax.  This  is 
purely  a personal  opinion,  but  I must  say  I think  it 
is  not  right  that  those  speculative  accounts,  purchases 
and  sales  during  an  account  or  carried  over  trans- 
actions at  times  when  people  can  carry  over  transac- 
tions on  contango,  should  escape,  as  they  do  escape, 
transfer  duties.  I think  the  duty  should  attach  to 
the  transaction  and  not  to  the  piece  of  paper.  I 
think  that  a more  promising  way  of  dealing  with 
such  speculations  might  well  be  by  a stamp  duty 
rather  than  by  an  Income  Tax,  but  it  is  quite  a 
personal  view  of  my  own. 

25.578.  Mr.  Kerly:  An  ad  valorem  contract  duty? 
— Yes.  There  is  a stamp  duty  on  a contract  note 
now,  but,  of  course,  it  is  a question  of  the  transfer. 
A man  does  not  take  a transfer  to  himself ; he  buys 
and  sells  during  the  account,  and  although  the  trans- 
fer duty  is  charged  on  his  contract  note  he  is  credited 
again  with  it  if  he  sells  without  a transfer 
to  him  taking  place.  It  simply  means  that  the  stamp 
duty  does  not  represent  a tax  on  a transaction,  but 
becomes  merely  a tax  on  a piece  of  paper. 

25.579.  Mr.  Maries : Have  you  considered  at  all 
the  value  of  a speculative  market  from  an  economic 
point  of  view,  that  is  to  say,  the  value  which  such 
a market  has  in  extending  opportunities  for  what 
we  may  call  legitimate  transactions  in  the  same  line — 
maintaining  a free  market? — I think  there  is  a very 
great  advantage  indeed  in  maintaining  a free  market, 
even  if  it  is  helped  by  speculation.  I think,  for 
instance,  that  in  some  trades  it  is  absolutely  essential 
that  there  should  be  a speculative  market  to  cover 
business  risks.  I suppose  in  the  cotton  trade,  for 
example,  it  must  be  so. 

25.580.  Quite;  that  is  a very  striking  example?— 
That  is  a very  striking  example,  and  1 say  it  is 
essential.  I do  not  see  anything  in  principle  against 
charging  the  profits  on  a speculation,  but  I very 
much,  doubt  whether  it  would  be  wise  to  approach  it 
by  an  Income  Tax  at  the  expense  of  very  much 
widening  the  scope  of  the  tax,  with  very  great  doubt 
as  to  whether  we.  should  get  the  profits  as  well  as 
the  losses,  if  there  is  any  other  wav  of  doing  it. 

25.581.  As  you  gathered,  my  question  extended  to 
the  market  in  commodities  as  well  as  in  stocks  and 
shares,  and  you  would  approach  that  from  the  same 
point  of  view  as  you  would  the  question  of  the  market 
in  stocks  and  shares? — T think  so.  I think  in  such 
markets  as  the  cotton  market  you  would'  generally 
find  your  case  covered  by  the  transactions  being 
transactions  by  persons  in  trade  in  the  way  of  their 
particular  trade. 

25.582.  Mr.  Manville:  I understood  you  to  say  in 
your  opening  statement  that  your  proposition  was 
that  profits  and  losses  on  speculative  transactions 


should  form  a separate  item  in  the  account  of  those 
who  have  to  make  a return  for  Income  Tax? — Yes, 

I suggest  that  any  set-off  of. losses  on  casual  transac- 
tions should  be  against  the  same  kind  of  profit. 

.25,583..  And  if  there  .were  , a balance,  of  loss  they 
would  not  be  able  to  include  it  in  their  other  return 
for  Income  Tax? — 1 should  like  to  expand  that  point. 
The  suggestion  is  that  they  should  not  be  abie  to  set 
such  a balance  of  loss  off  against  their  other  profits, 
but  that  they  should  be  able  to  carry  it  forward  in 
account  for  three  years  against  profits  arising  from 
the  same  sort  of  transactions.  As  you  have  kindly 
given  me  the  opportunity’  to  say  a word  on  that 
point  I should  like  to  say  that  I have  thought,  since 
my  proof  was  sent  in  to  you,  that  to  carry  forward 
for  three  years  might,  perhaps,  not  be  a very  con- 
venient arrangement  for  transactions  of  that  kind. 
At  a particular  time  there  are  speculative  transac- 
tions in  a particular  thing,  A man  may  in  one  year 
conduct  a transaction  at  a profit;  the  next  year  he 
may  enter  into  another  transaction  at  a-  loss;  perhaps 
he  comes  in  the  second  time,  when  a great  many 
shrewder  people  than  he  are  carrying  out  similar 
transactions,  and  he  may  make  a loss  the  second  time, 
and  the  suggestion  of  carrying  forward  would  not 
o-ive  him  the  set-off  of  that  loss  against  the  previous 
profit.  I am  rather  inclined  to  think,  on  considera- 
tion, that  the  set-off  over  a period  of  years,  in  the 
case  of  casual  profits,  could  be  better  dealt  with  as 
in  the  American  Act,  which  contains  a temporary 
clause  enabling  a set-off  over  a period  of  years  for 
business  losses  and  certain  other  losses,  and  that  the 
adjustment  might  be,  first  of  all,  as  against  any 
similar  profit  in  the  preceding  year,  and  then,  as 
regards  any  balance  of  loss  against  any  similar  profit 
in  the  succeeding  year.  You  would  have  then  three 
contiguous  years,  and  the  year  you  are  dealing  with 
would  be  the  middle  year.  I think  it  might  be 
better  in  this  class  of  transaction  than  to  carry  for- 
ward a loss  for  three  years. 

25.584.  Sir  -J.  Harmood-Banner : Is  it  not  the  tact 
that  this  question  of  casual  profits  has  come  very 
much  to  the  front  during  the  last  three  or  four  years, 
in  consequence  of  the  large  profits  that  have  been 
made  by  reason  of  the  war? — It  has  come  very  much 
to  the  front  for  that  reason. 

25.585.  Previously  to  the  war  it  was  generally  con-- 
sidered  that  the  man  who  speculated  made  losses 
which  overrode  his  casual  profits,  so  that  there  was 
not  much  attention  paid  to  this  question  of  casual 
profits? — I think  that  would  have  been  the  idea  with 
reo-ard  to  what  is  ordinarily  termed  speculation,  but 
there  were,  of  course,  isolated  transactions  or  ven-. 
tures  which  were  very  profitable — company  promo- 
tions, dealings  in  estates,  and  matters  of  that  kind. 
One  found  a limited  number  of  cases  during  any 
vear,  which  were  really  quite  important,  but  which 
we  could  not  charge,  even  in  pre-war  times. 

25  586.  And  the  rule  that  you  then  adopted  has 
more  or  less  to  be  followed  during  the  last  three  or 
four  years  when  these  cases  have  become  very 
numerous?— Yes.  I think  that  perhaps  the  cases  dur- 
ing the  war  were  not  quite  of  the  same  kind.  Most 
of  the  cases  before  the  war  were,  I think,  in  con- 
nection, with  the  flotation  of  companies,  but  the 
cases  which  have  happened  during  the  war  have  been 
to  a great  extent  fortuitous  contracts,  big  com- 
missions, and  things  of  that  kind,  which  have  simply 
arisen  out  of  the  hurly-burly  of  business  during  the 
war  1 think  there  has  been  a special  class  of  case 
during  the  war,  but  this  difficulty  has  always  been, 
with  us.  ., 

25.587.  For  instance,  a man  who  was-  not  in  the 

trade  who  has  found  himself  able  to  get  a very  big 
contract  for  boots  and  shoes  for  the  Army  and  made 
a big  profit  out  of  it;  have  you  managed  to  get  hold 
of  him  in  any  way? — A man  who  was  not  in  the  trade 
and  who  got  a contract  and,  perhaps,  did  not  execute 
it  himself,  but  got  someone  else  to  do  it,  is  not 
obviously  within  the  charge.  It  would  be  very- 
difficult  to  tax  him  unless  there  were  concomitant 
circumstances  which  did  happen  to  bring  him  within 
the  charge.  . 

25.588.  Yet  there  are  many  cases  rf  that  descrip- 
tion which,  if  I may  say  so,  are  causing  this  profiteer- 
ing cry?— There  must' be  a great  number  of  cases, 
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some  cases  of  which  we  have  heard,  and  perhaps 
could  not  touch,  and  a great  many  more  of  which 
we  have  not  heard  at  all. 

25.589.  Then  there  are  other  cases  which  call  for 
a good  deal  of  comment,  that  is  to  say,  cases  where 
there  has  been  a purchase  of  a big  works,  and  then  a 
re-sale  at  big  profits;  do  you  not  get  any  portion  of 
that  in  tax? — In  the  case  that  you  put,  unless  there 
was  some  other  circumstance  which  would  give  us  the 
opportunity,  I should  say,  broadly  speaking,  we 
cannot  charge  the  profits.  We  should  hope  under  the 
powers  that  we  are  seeking  to  be  able  to  charge  tax 
in  such  a case  as  that. 

25.590.  Then  as  regards  underwriting,  you  find 
considerable  difficulty  in  getting  a tax  on  under- 
writing, because  many  underwriters  claim  that  that 
underwriting  they  obtain  is  in  reduction  of  the  cost 
of  their  investments? — Yes,  that  is  so. 

25.591.  Mr.  Kerly : You  mean  company  under- 

writing, not  underwriting  at  Lloyd’s? 

25.592.  Sir  J.  Harmood-Banner : Yes,  underwriting 
an  issue? — In  that  case  if  the  underwriter  takes  up 
all  the  shares  he  underwrites  we  do  not  try  to  raise 
a charge.  We  treat  the  commission  as  a "reduction 
of  cost,  but  on  the  other  hand,  if  he  does  not  take 
up  the  shares  himself,  we  contend  that  the  under- 
writing commission  is  taxable,  but  we  are  not  on 
very  safe  ground  even  then,  because  sometimes  the 
reply  to  us  is:  “I  am  not  an  underwriter  by  voca- 
tion; I dot  not  consistently  underwrite  issues.  This 
is  a casual  transaction.  It  is  not  part  of  my  busi- 
ness. It  is  not  an  annual  profit.  Therefore,  you 
cannot  charge  it.”  We  often  meet  with  that  argu- 
ment. 

25.593.  If  you  struck  out  the  word  “annual”  in 
“ annual  profits,”  so  that  you  get  at  profits,  whether 
they  were  annual  or  otherwise,  it  would  enlarge  your 
scope  very  much  and  enable  you  to  bring  in  a 
good  many  of  these  transactions? — If  we  simply  did 
that  it  would  enlarge  the  scope  of  our  tax  practically 
to  the  same  width  as  the  United  States  Act,  but  we 
are  not  seeking  that,  and  we  do  not  think  it  would 
be  wise.  What  we  want  is  the  power  to  chargo 
profits  whether  they  are  annual  or  not,  but  with  a 
discretion  vested  in  some  board  to  say  the  classes  of 
profits  which  it  would  not  be  wise  to  charge. 

25.594.  Mr.  Marks : As  it  seems  to  me,  Mr.  Fur- 
tado’s  proposal  would  give  a tremendous  incentive 
to  that  very  disastrous  form  of  gambling  or  specula- 
tion which  comes  under  the  general  heading  of  trying 
to  get  a bit  back — this  question  of  carrying  forward 
losses. 

25.595.  Mr.  Synnott : I did  not  hear  it,  but  may 
I ask  one  question?  You  abandon  the  question  of 
intention  of  making  a profit,  do  you  not?  Would 
you  not  include  a profit  where  there  was  a purchase 
and  re-sale  within  a limited  time,  irrespective  of  the 
question  of  whether  there  was  an  intention  to  make 
a profit  originally  ? — I should  rather  say  that  we 
should  be  basing  on  intention,  but  the  fact  that  the 
transaction  of  purchase  and  sale  was  concluded  in  a 
very  short  time  ought  to  be  a factor  to  be  taken 
into  account  in  considering  it. 

25.596.  But  do  you  not  see  the  danger  in  an  Income 
Tax  Act  of  putting  in  a word  like  “ intention  ” 
which  is  so  vague?  It  would  be  very  difficult  to 
prove  intention,  and  Mr.  Kerly  would  bear  me  out 
in  this,  particularly  in  regard  to  criminal  matters. 
If  you  make  intention  one  of  the  elements  it  may 
be  very,  very  difficult  to  prove? 

25.597.  Mr.  TLerly  -.  Undoubtedly  it  raises  a ques- 
tion of  very  great  difficulty,  but  personally,  if  I may 
say  so,  I agree  with  Mr.  Furtado  it  is  the  only 
possible  key  if  you  are  going  to  distinguish  capital 
increment  from  casual  profit? — May  I say  it  was 
because  we  realized  that  the  determination  of 
“ intention  ” was  so  extremely  difficult  that  we 
thought  it  was  necessary  to  preserve  full  rights  of 
appeal  in  that  respect. 

25.598.  Mr.  Synnott:  You  think  that  unless  the 
word  “ intention,”  or  something  like  it,  is  there  you 
may  have  real  profits  escaping  tax?— Yes,  I think, 
as  Mr.  Kerly  put  it,  it  is  the  key. 


25.599.  Do  you  wish  to  confine  the  subject  of  charge 
to  a limited  time,  either  one  year,  or  two  years  or 
three  years,  that  is,  that  the  purchase  and  re-sale 
must  be  within  a limited  period  ? — I think  that  that 
would  be  a point  which  might  arise  for  the  body 
which  we  have  been  discussing,  but  I do  not  think 
that  in  the  Act  any  limited  time  as  between  the 
purchase  and  sale  should  be  stated.  I think  that 
if  there  is  a body  to  exercise  a discretion,  its  rules 
and  determinations  should  govern  matters  of  that 
kind. 

25.600.  Mr.  Marks : I want  to  ask  you  two  or  three 
questions,  not  directly  bearing  on  the  Life  Assurance 
questions,  but  points  on  which  I want  some  informa- 
tion. How  do  you  now  assess  investment  companies? 
— I understand  you  mean  investment  trust  com- 
panies ? 

25.601.  I was  going  to  ask  you  whether  you  drew 
any  distinction  between  what  are  ordinarily  called 
investment  companies  and  what  are  sometimes  called 
trust  companies? — There  is  this  distinction,  an  in- 
vestment trust  company  does  not  take  into  account, 
for  its  profit  and  loss,  profits  or  losses  on  realization 
of  its  investments,  and  certainly,  in  England,  we  do 
not  charge  such  a company  for  profits  on  realization 
of  investments,  nor  do  we  allow  losses  on  such  realiza- 
tions. We  treat  realizations  just  as  we  should  do  in 
the  case  of  an  individual  investor.  Until  1915  such 
companies  stood  in  exactly  the  same  position  as  an 
individual  investor  and  paid  tax  upon  their  interest 
either  by  deduction  or  by  direct  assessment  just  as 
a Life  Assurance  company  did,  and  received,  as  an 
investor  would  receive,  no  allowance  for  expenses; 
but  in  1915,  at  the  same  time  as  an  allowance  for 
expenses  of  management  was  granted  to  Life  Assur- 
ance companies,  the  same  allowance  was  granted  to 
investment  companies,  so  that  now  they  are  charged, 
just  as  an  individual  investor  would  be,  by  deduction, 
or  direct  for  the  untaxed  interest,  but  they  get  a 
similar  allowance  for  expenses  to  that  which  a Life 
Assurance  company  gets. 

25.602.  They  are  still  not  charged  on  profits  on 
realization  of  securities? — not  if  they  are  invest- 
ment trust  companies;  if,  on  the  other  hand,  they 
are  investment  companies  which  are  not  precluded 
by  their  arrangements  from  treating  profits  and 
losses  on  realizing  investments  as  profits  and  losses  of 
their  business,  then  we  should  say  that  those  profits 
and  losses  should  be  taken  into  account  for  Income 
Tax,  but  they  may  still  have  an  allowance  for  their 
expenses,  because  that  allowance  is  not  restricted  to 
an  investment  trust  company,  but  is  granted  to  any 
company  whose  main  business  is  the  making  of  invest- 
ments and  the  principal  part  of  whose  income  is 
derived  therefrom. 

25.603.  Then  it  depends,  to  some  extent,  on  the 
form  of  Memorandum  and  Articles  of  Association, 

I suppose? — Yes,  but  in  the  result  there  is  very  little 
difference,  because  they  are  both  chargeable  upon 
their  interest,  and  they  can  both  make  an  expenses- 
of-management  claim. 

25.604.  Then  the  second  class;  the  trust  company 
does  bring  into  accounts  its  profits  and  losses  on 
realization? — The  trust  company  does  not;  the 
financial  company  does  bring  them  in;  but  if  the 
company  falls  within  the  definition  in  section  33  of 
the  Income  Tax  Act  of  1918,  “ any  company  whose 
business  consists  mainly  in  the  making  of  investments, 
and  the  principal  part  of  whose  income  is  derived 
therefrom,”  although  it  may  be  a company  which 
brings  profits  and  losses  on  realizing  investments  into 
its  profit  and  loss  account,  it  as  still  entitled  to 
claim  repayment,  if  necessary,  in  respect  of  expenses 
of  management;  but  you  may  often  find  a type  of 
financial  company  which  does  not  fall  within  that 
definition.  You  may  find  a company  whose  main 
business  is  not  the  making  of  investments,  although 
the  principal  part  of  its  income  may  be  derived  from 
its  investments.  Its  main  business  may  be  explora- 
tion and  development  or  finance,  or  something  of 
that  kind. 
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25.605.  I am  not  surprised  that  1 could  not  ascer- 
tain^© exact  facts  on  my  own  account.  There  :s 
just  one  other  question.  Is  all  interest  charged  now 
to  tax  whether  fractional  or  not? — What  exactly  do 
you  mean  by  “fractional”? 

25.606.  For  periods  of  less  than  a year?— All 
interest  that  is  received? 

25  607.  Yes? — Yes,  unless  there  is  statutory 

exemption  such  as  in  the  case  of  “tax  free”  War 
Loan,  or  something  of  that  kind. 

25,608.  Yes ; I.  am  not  considering  that.  My  point 
rather  is  I found  some  difficulty  in  ascertaining  from 
the  text  books  whether  the  fractional  interest  in 
certain  cases  was  taxed,  but,  although  it  is  not  taxed 


by  deduction  in  the  case  of  payment  to  banks,  it 
comes  into  their  profits  and  is  there  taxed? — Do  you 
mean  depositors’  interest  from  banks? 

25.609.  Yes? — A bank  is  charged  on  its  profits, 
including  any  untaxed  interest  received  by  it,  but 
after  deducting  as  an  expense  the  interest  that  it 
pays  to  depositors.  The  depositors,  in  their  turn,  are 
chargeable  under  Case  III.  of  Schedule  D,  in  respect 
of  the  interest  received  by  them  on  their  deposits. 

25.610.  Is  there  any  circumstance,  or  are  there 
any  conditions  under  which  interest  would  escape 
taxation,  because  it  is  for  a period  less  than  a year  ? 
— None  at  all. 


Mr.  Leonard  B.  Franklin,  O.B.E.,  J.P.,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 


25,611.  (1)  I shall  refer  to  the  exemption  from  the 
Income  Tax  returns  of  certain  profits  and  losses,  and 
specially  refer  to  the  fact  that  whereas  traders 
bring  such  profits  and  losses  into  their  account,  in  the 
case  of  non-traders  such  profits  are  reckoned  as 
increased  capital  and  are  not  subject  to  Income  lax. 


25  612.  (2)  To  give  an  instance.  A dealer  in 
securities  purchases  2,000  Shell  Shares  at  6,  he  sells 
them,  say,  at  8,  making  £4,000  profit.  He  pays 
Excess  Profit  Duty  of  80  per  cent,  thereon,  leaving 
him  £800  on  which  he  pays  Income  Tax  and  (perhaps) 
Super-tax.  Had  he  done  the  same  operation  for  his 
wife,  she  would  pay  none  of  these  taxes  but  would 
keep  the  whole  amount. 

25,613.  (3)  I would  suggest  that  where  a firm  of 
dealers  buys  securities  in  which  it  does  not  ordinarily 
deal,  or,  for  a commission  agrees  to  guarantee  an 
issue,  or  part  of  an  issue,  the  profits  or  losses  from 
these  transactions  should  be  treated  as  separate  from 
its  ordinary  profits  and  not  brought  into  account,  or 
in  the  alternative  that  both  traders  and  non-traders 


be  treated  on  the  same  basis. 

25.614.  (4)  I further  wish  to  suggest  that  where  a 
company  gives  shares  or  the  right  to  apply  for  shaies 
as  bonus,  the  rights  to  apply  should  be  valued,  and 
that  such  value  should  be  added  to  the  income  and 
subject  to  taxation. 

25.615.  (5)  As  for  instance: — The  Shell  Trans- 
port and  Trading  Company  gave  in  1917  the  right 
to  holders  on  their  register  to  subscribe  at  par  tor 
1 share  for  every  4 held.  According  to  the  Stock 
Exchange  calculation  this  was  equal  to  £1  4s.  1 ad- 
bonus  per  share  which  was  not  subject  to  taxation 
nor  was  it  brought  into  account  in  Super-tax  returns. 
The  holder  of  every  4 shares  thus  became  the  holder 
of  5.  In  1918  a right  was  given  for  each  holder  ot 
5 shares  to  apply  for  3 new  shares  at  par.  This 
right  was  valued  on  the  Stock  Exchange  at 
£2  14s.  4Jd.  on  which  no  tax  has  been  paid.  Thus  the 
original  holder  of  4 shares  (valued  on  July  27th, 
1914,  at  4-jJjj-th  per  share  or  £16  5s.  for  the  4 shares) 
on  payment  of  £4  (making  the  amount  £20  5s.  in 
all)  became  possessed  of  8 shares  which  could  have 
been  sold,  and  in  many  cases  were  sold,  for  £80. 
This  bonus  of  £59  15s.  or  £14  18s.  9d.  per  share  has 
not  been  subject  to  any  tax,  nor  was  it  brought  into 
account  in  Super-tax  returns. 

25.616.  (6)  I propose  also  to  call  your  attention  to 
the  fact  that  by  sale  or  reconstruction  large  profits 
are  gained  by  shareholders  of  various  companies, 
and  no  part  of  this  profit  due  to  increased  price  is 
brought  in  to  the  Income  Tax  account  or  Super-tax 


account. 

25,617.  (7)  On  page  2 of  the  document  which  was 
sent  to  the  shareholders  of  the  Law  Union  and  Rock 
Insurance  Company,  Limited,  on  the  25th  February, 
1919,  the  last  clause  says : 


“ When  the  negotiations  leading  up  to  this 
Agreement  were  initiated,  the  market  price  of 
the  * Law  Union  and  Rock  ’ partly  paid  shares 


was  about  £7£  and  that  of  the  fully  paid  shares 
£7f.  The  ‘ London  and  Lancashire  ’ offer,  there- 
fore, represents  a capital  appreciation  in  the 
‘ Law  Union  and  Rock  ’ share  of  about  forty  per 
cent.” 

The  price  paid  for  these  shares  was  £10  for  the 
part  paid  share  and  £10  10s.  for  the  fully  paid  share, 
showing  a bonus  of  £2  17s.  6d.  per  share,  which  has 
not  been  brought  into  Income  Tax  account. 

25.618.  (8)  I give  below  an  extract  from  the 
Westminster  Gazette  of  the  first  week  in  June. 
This  shows  the  result  of  the  purchase  of  the  Rever- 
sionary Interest  Society  by  the  Equitable  Life 
Assurance  Society,  and  that  shares  which  on  April  4 
exchanged  hands  at  £69  are  to  be  bought  out  for 
£117  10s.  in  five  per  cent.  War  Stock  worth  about 
£110  and  show  a bonus  of  £40.  No  proportion  of 
this  is  brought  into  income  account. 

25.619.  Extract  from  Westminster  Gazette. 

The  latest  insurance  deal. 

“ It  would  seem  that  some  inkling  had  been  gained 
of  the  announcement  just  made  by  the  directors  of 
the  Reversionary  Interest  Society  of  the  sales  of  the 
societv’s  shares,  subject  to  the  approval  of  the  share- 
holders to  the  Equitable  Life  Assurance  Society. 
Reversionary  shares  on  April  4 changed  hands  at  69, 
and  the  price  has  just  lately  been  raised  to  nominally 
80  to  85.  The  price  offered  is  £117  10s. — 5 per  cent. 
War  Loan  1929-47  for  each  £100  share  fully  paid, 
and  a proportionate  amount  for  each  partly  paid 
share.  The  price  of  the  fully  paid  £100  shares  has 
for  the  past  three  years  generally  been  under  £70. 
The  acceptance  of  the  offer  by  the  shareholders  of 
the  Reversionary  Interest  Society  would  therefore 
ensure  at  once  an  appreciable  increase  in  dividend 
and  a substantial  increase  in  capital  value.  The 
Reversionary  Interest  Society  would  continue  to 
exist  as  a separate  society,  and  no  change  would  be 
made  in  its  customary  business  of  purchasing  rever- 
sions and  life  interests  and  of  granting  loans  upon 
such  interests.  This  society  is  a very  old  concern, 
having  been  established  as  far  back  as  1832 ; indeed, 
it  is  the  oldest  of  the  reversionary  societies.  It  has 
a paid-up  share  capital  of  £564,825,  upon  which  for 
a considerable  period  the  dividends  regularly  paid 
have  been  5 per  cent,  per  annum.  It  is  hardly  likely 
that  much  if  any  opposition  will  be  offered  to  the 
suggested  arrangement.” 

[This  concludes  the  evidence-in-chief.'] 

25.620.  Sir  W.  Trower:  The  Commissioners  have 
read  your  evidence,  and  there  will  be  some  questions 
asked  you  by  way  of  examination? — Yes. 

25.621.  Mr.  Manville : Do  not  your  propositions,  at 
all  events  starting  from  paragraph  5 of  your  evidence- 
in-chief,  really  amount  to  a taxation  of  capital  ? Let 
me  put  it  in  this  way : in  the  examples  you  give  in 
which  bonuses  are  issued  to  shareholders  for  a pay- 
ment which  represents  something  more  than  the 
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market  value  of  the  share  to  which  that  bonus  is  at- 
tached, may  it  not  be  that  that  share  is  actually  of 
that  value  before  the  bonus  is  attached  to  it,  hut  that 
the  value  is  not  appreciated  by  the  market?  Many 
shares  stand  considerably  below  their  real  value  in 
the  market  because  the  value  is  not  appreciated,  and 
when  money  is  paid  for  rights  of  this  sort  it  may  be 
that  that  is  only  an  appreciation  of  the  real  market 
value  of  the  shares  (which,  of  course,  would  be  a 
capital  value),  rather  than  anything  which  could  be 
regarded  as  taxable? — The  question  of  the  bonus 
there  at  the  time  when  the  bonus  was  given  (I  am 
referring  to -paragraph  5)  was  £1  4s.  lid.,  that  is  to 
say,  that  if  shares  were  held  on  contango — of  course 
there  was  no  contango  at  that  time — or  if  shares  were 
owed  by  the  Stock  Exchange  to  any  buyer,  he  would 
in  place  of  his  bonus  have  got  £1  4s.  lid.;  that  was 
the  actual  value  of  the  bonus  given.  Of  course,  to  a 
certain  extent,  it  is  a tax  upon  capital,  that  is  to 
say,  if  it  were  brought  in  it  would  be  a tax  upon  the 
increased  value  of  capital. 

25.622.  Or  rather  the  appreciation  of  capital  ? — The 
appreciation  of  capital. 

25.623.  Which  really  existed  before? — Sometimes; 
but  may  I be  allowed  to  point  out  one  thing  there? 
In  this  instance  the  amount  of  Income  Tax  has  been 
paid  by  the  company  upon  its  increased  earnings  that 
may  have  been  put  to  reserve  or  to  anything  else; 
that  is  so  far  as  the  company  is  concerned,  but  so  far 
as  the  individual  is  concerned  he  does  not  take  any 
amount  whatsoever  to  add  to  his  Super-tax.  Shall  I 
enlarge  upon  that  point? 

25.624.  Sir  IF.  Trower : I think  we  understand  the 
point. 

25.625.  Mr.  Manville : If  you  carry  that  argument 
a little  farther  it  would  mean  that  capitalized 
reserves  should  also  fall  into  the  same  category,  would 
it  not?— On  their  distribution,  so  far  as  the  indivi- 
dual is  concerned  he  should  bring  that  into  his  Super- 
tax. 

25.626.  Sir  E.  Nott-Boiver : With  regard  to  your 
paragraph  5,  you  speak  at  the  end  of  the  paragraph 
of  a-  bonus  of  £59  15s.,  or  £14  18s.  9d.  per  share, 
which  has  not  been  subject  to  any  tax.  As  I gather 
on  paragraph  5,  the  shares  with  which  you  are  dealing 
have  been  twice  dealt  with,  apart  from  the  gradual 
increase  in  the  market  value  of  the  unaltered  share, 
and  the  value  of  the  bonus  addition  on  the  first  occa- 
sion was  £1  4s.  lid.  on  each  four  shares  held? — No, 
if  I may  say  so',  it  was  per  share. 

25.627.  That  will  suit  me  equally  well.  The  value 
then  of  the  bonus  on  the  first  occasion  was 
£1  4s.  lid.  per  share,  and  the  value  of  the  bonus  on 
the  second  occasion  was  £2  14s.  4£d.  per  share.  At 
the  end  of  the  paragraph  you  say  that  the  whole 
bonus  was_£!4  18s.  9d.  per  share;  in  that  £14  18s.  9d. 
you  have  included  the  appreciated  value  of  the  whole 
original  unaltered  share? — That  is  so. 

25.628.  Supposing  those  intermediate  transactions 
had  not  taken  place  at  all  it  is  evident  that  the 
original  shares  would  have  gone  up  enormously? — I 
should  have  to  work  that  out. 

25.629.  Do  not  trouble  to  make  a calculation.  The 
point  I want  information  on  really  is  quite  simple. 
Supposing  there  had  not  been  any  alteration  in  the 
shares/  supposing  this  company  was  a very  prosperous 
company,  and  its  original  £1  shares  had  been  working 
up  in  value  until  they  have  now  reached  £10,  do 
you-  want  a tax  to  be  put  on  the  £9  of  difference? 
Is  a man  to  value  his  shares  every  year,  and  if  there 
had  been  depreciation  in  value,  is  he  to  be  assessed 
to  Income  Tax  on' that  occasion ; that  is  what  I want 
to  know  ? — That  was  not  in  the  suggestion,  although  I 
quite  see  your  point. 

25.630.  I think  it- is  involved  in  it  surely.  When 
you  speak  of  the  bonus  being  £14  18s.  9d.  per  share, 
you  include  in  that  £14  18s.  9d.  some  of  the  ordinary 
appreciation?—!  was  going  to  take  that  point.  Tt 
is.  perfectly  correct  that  part  of  that  appreciation 
per  share  is  due  to  the  rise  in  price.  Tt  is  taken 
as  clearly  as  possible  in  that  way,  but  the  poinl 
that  ought  to  have  been  brought  in  at  a period 


that  is  to  say,  when  the  bonus  shares  were  issued 
in  the  first  instance,  is  that  £1  4s.  l£d.  was  the 
actual  estimated  valuo,  but  at  the  period  when  this 
calculation  was  made  the  bonus  per  share  was 
£14  18s.  9d.  part  of  which  arose  through  the  rise 
in  shares  between  those  two  periods. 

25.631.  Are  you  asking  us  to  consider  a suggestion 
to  tax  all  increases?— No.  The  increase  that  I wanted 
to  tax  is  the  £1  4s.  l^d.  and  the  £2  14s.  4^d.  at  the 
period  at  which  they  were  valued  by  the  Stock  Ex- 
change when  they  were  issued. 

25.632.  Then  when  you  -get  further  on,  to  the 
instance  quoted  in  your  paragraph  8,  that  transaction 
if  I understand  it  aright— I am  referring  to  the 
sale  of  the  Reversionary  Interest  Society  to  the 
Equitable  Life  Assurance  Society— was  merely  an  out 
and  oiit  sale  of  the  shares  in  the  Reversionary 
Interest  Society  to  the  Equitable  Life  Assurance 
Society? — lres,  that  is  so. 

25.633.  Your  suggestion  there  is  that  a tax  might 
be  put  on  the  excess  of  the  price  paid  over  the 
quoted  value  of  the  Reversionary  Interest  Society’s 
shares,  practically  I suppose  you  may  say  at  the  time 
of  the  transaction,  or  just  before  the  transaction  took 
place? — Either  just  before  or  at  the  time  of  the 
deal;  that  is  the  suggestion. 

25.634.  I think  the  average  price  before  this  trans- 
action came  off  of  the  Reversionary  Interest  Society 
shares  was  said  to  be  about  £70?— About  £70. 

25.635.  Was  that  a share  on  which  £100  had  been 
paid? — I conclude  so;  it  is  all  of  a nominal  value 
of  £100. 

25.636.  So  that  even  including  the  bonus  of  £40, 
the  Reversionary  Interest  Society’s  shareholders  did 
not  get  much  more  moaiey  back  than  they  had  put 
down?— They  got  about  £10  or  so,  but,  of  course, 
compared  with  the  general  run  of  securities  at  the 
time— the  general  values,  £70  for  an  industrial 
society  was  about  the  considered  value  of  an  ordinary 
stock  yielding  5 per  cent. ; therefore  at  the  time 
when  £117  10s.  5 per  cent.  War  Loan  was  given  in 
exchange  it  was  a distinct  bonus  or  inducement 
for  the  sale  to  be  made  which,  I would  suggest, 
should  have  been  brought  into  income  account,  and 
should  have  been  subject  to  Income  Tax,  and  again 
in  individual  cases,  to  Super-tax. 

25.637.  Mr.  Marlin : Referring  for  the  moment  to 
the  question  Sir  Edmund  Nott-Bower  put  to  you, 
on  this  question  of  the  R-eversionaiy  Interest 
Society’s  shares,  the  value  which  you  quote  there  as 
the  average  value,  £70,  was  the  market  value,  was 
it  not? — The  market  value. 

25.638.  Do  you  distinguish  at  all  between  the 
market  value  and  the  intrinsic  value  of  those  shares? 
— In  this  instance  I would  suggest  that  the  market 
price  was  a fair  value  of  the  shares  comparing  it  with 
other  industrial  societies  of  the  same  nature  and 
earning  the  same  amount. 

25.639.  I suggest  that  you  have  overlooked  one  very 
important  consideration  in  this  matter,  and  that  is 
that  the  market  value  was  determined  with  regard 
only  to  the  present  income  upon  those  shares.  I am 
speaking  with  knowledge,  but  I suggest  to  you  as 
a possibility  that  there  were  many  other  considera- 
tions which  were  brought  into  account  in  this  trans- 
action of  sale  and  purchase  between  those  two 
societies? — There  were,  of  course. 

25.640.  I think  I may  say,  having  regard  to  the 
fact  that  the  names  have  been  publicly  given,  that  I 
know  as  a fact  that  it  was  .a  profitable  transaction 
not  only  for  the  Reversionary  Society,  but  also  for 
the  Equitable  Society,  a thing  which  does  not  allways 
arise.  So  far  as  the  question  of  taxation  of  the  in- 
creased amount  which  the  shareholders  of  the  Re- 
versionary Society  got,  T suggest  to  you  that  that 
value  which'you  propose  should  be  taxed,  was  always 
in  the  possession  of  the  Reversionary  Society’s 
shareholders,  although  they  had  not  had  a previous 
opportunity  of  realizing  it? — May  T suggest  that  if 
any  holder  had  died  just  before  this  deall  had  taken 
place,  and  his  estate  had  been  valued  for  Death 
Duty,  he  would  have  paid,  in  spite  of  there  being 
extra  value  therein,  a tax  upon  the  price  of  £70, 
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and  no  account  would  have  been  taken  of  the  extra 
nominal  value  not  expressed  in  the  price,  and  there- 
fore the  State  has  had  no  payment  whatsoever  in 
respect  of  this  extra  value. 

25.641.  They  will  keep  it  when  the  present  holder 
dies,  but,  of  course  in  the  nature  of  things  it  is 
impossible  that  they  should  have  got  it  in  the  other 
casep — I only  make  that  point  because  it  shows  that 
that  was  the  true  accepted  value  for  all  taxation 
purposes  at  the  time,  and  that,  as  I put  it,  the  un- 
disclosed value  of  that  goodwill  and  the  reserves  of 
the  Reversionary  Society  would  come  out  when  the 
result  of  the  deal  with  the  Equitable  Life  Assurance 
had  been  taken  into  consideration,  and  that  extra 
value  that  you  refer  to  during  the  whole  period 
paid  no  share  of  the  burden  of  the  State  whatever. 

25.642.  I cannot  agree  with  you,  but  it  is  a 
matter  which  is  susceptible  of  a great  deal  of 
argument  which  we  will  not  go  into  at  this  moment. 
You  would  agree,  would  you  not,  that  there  is  a 
difference  in  principle  between  a man  who  buys 
and  sells  shares  as  a business,  and  a man  who  makes 
an  occasional  investment  of  a speculative  character? 
— There  is,  but  it  seems  to  be  a somewhat  extra- 
ordinary difference,  and  I give  it  to  you  in  this  par- 
ticular 'way ; I think  I have  put  it  in  my  evidence- 
in-chief  too;  if,  as  a dealer  in  securities,  I bought 
something  and  made  a profit  on  it,  I should  have 
to  bring  it  into  income  account,  and  it  would  be 
subjected  to  all  taxation.  If  I did  it  for  my  wife 
in  her  name  she  would  pay  nothing. 

25.643.  That  is  all  the  difference  between  a trans- 
action which  is  carried  out  as  part  of  a man’s 
business  and  an  individual  transaction  which  is 
undertaken  by  an  ordinary  taxpayer  whether  under 
the  advice  of  her  husband  or  not,  and  if  the  Govern- 
ment attempted  to  assess  all  profits  and  allowed 
all  losses  made  by  private  individuals  it  is  unlikely 
that  there  would  be  much  gain  to  the  Revenue? — 
That,  of  course,  has  always  been  the  contention ; 
that  is  not  the  American  principle,  which  is  under 
the  Re'venue  Law  of  1917 — published  on  the  7th 
September,  1918,  I believe,  but  I could  find  the  actual 
dates. 

25.644.  It  does  not  matter? — America  has  done 
that,  and  I believe,  as  a matter  of  fact,  practically 
the  depreciations  during  the  period,  we  will  say, 
from  1895  to  1914  would  have  shown  a loss,  and  it 
would  not  have  been  good  business  for  the  Treasury ; 
but  since  1914  generally  and  during  the  whole  war 
period  till  practically  now  there  has  been  a large 
definite  increase  in  the  capital  valuation  of  the  in- 
dividuals composing  the  nation. 

25.645.  Over  a long  period  you  would  agree  that 
the  two  things  would  probably  balance,  or  very  nearly 
so? — Up  to  1897,  as  you  are  perfectly  aware,  there 
had  been  for  many  years  a continual  rise  in  prices, 
and  if  we  had  taken  into  consideration  these  profits 
during  that  period  I venture  to  think  we  should 
have  had  a benefit.  From  1897  up  till  about  1914 
there  was  a continual  depreciation  in  securities,  I 
helieve,  and  also  in  land ; I could  give  you  the  figures, 
but  I think  you  will  be  aware  of  that  yourself. 

25.646.  You  propose  to  confine  your  proposals  to 
realization,  do  you  not? — Yes,  realized  profits. 

25.647.  Would  not  that  be  rather  difficult  under 
the  principle  of  valuation  necessarily  applied  to  the 
stock  in  hand  of  dealers  in  securities  such  as  Stock 
Exchange  jobbers? — The  Stock  Exchange  jobbers 


make  a return  and  valiue  their  securities  in  their 
balance  sheets  whenever  that  return  is  made ; that 
is  always  done. 

25.648.  Any  dealer  in  securities  would  have  to  bring 
into  account  unrealized  profits  and  losses  as  well  as 
realized? — The  system  upon  which  it  is  done  for  your 
balance  sheet  is  somewhat  in  this  way : you  take  your 
holdings,  you  value  them  on  a fair  basis,  and  you 
bring  that  in  on  the  one  side. 

25.649.  My  point  is  that  you  would  have  to  bring 
into  account  actual  diminutions  in  value,  although 
they  had  not  been  made  effective  by  sales? — Distinctly  ; 
the  valuation  is  the  true  valuation. 

25.650.  In  regard  to  your  proposal  in  paragraph  4, 
would  you  distinguish  such  bonus  shares  as  have  been 
accumulated  out  of  profits  ? — Is  the  point  that  already 
the  Income  Tax  has  been  paid  by  the  company  on 
those  particular  profits? 

25.651.  That  is  my  point?— On  that  point  I wish 
again  to  make  a distinct  point  that,  as  far  . as  indi- 
viduals are  concerned  it  has  not  entered  into  their 
Super-tax  return. 

25.652.  That  is  the  point  I was  coming  to : Super- 
tax is  in  fact  the  only  thing  affected? — It  is  the  only 
thing  affected  in  that  way.  I first  of  all  put  that  it 
was  not  subject  to  taxation,  and  then  showed  exactly 
the  point  that  I wanted  to  make. 

25.653.  Sir  J.  TLarmood-lianner : In  connection 
with  that  last  matter  you  said : ‘ ‘ not  brought  in  for 
Super-tax  purposes.”  Is  it  not  also  a fact  that  there 
are  a great  many  of  the  small  shareholders  who  would 
be  entitled  under  their  share  of  that  particular  re- 
serve, to  apply  for  a repayment  of  their  Income  Tax? 
— I should  think  that  would  be  so,  but  the  number 
would  be  unimportant.  I have  not  made  the  calcu- 
lation, but  I should  think  that  the  number -would  be 
small  compared  with  the  large  number  of  those  who 
have  to  bring  it  into  their  Super-tax  return. 

25.654.  Sir  W.  Trower:  If  your  suggestions  were 
carried  out  you  would  have  to  have  a special  charging 
section  in  the  Act,  would  you  not? — Yes,  that  wotild 
be  so. 

25.655.  Do  you  agree  that  it  would  be  necessary 
for  them  to  have  a discretionary  board  to  deal  with 
the  question?— I do  not  quite  appreciate  your  point. 

25.656.  It  would  be  difficult  to  frame  a charging 
section  which  did  not  extend  over  a very  large  area 
which  would  probably  not  be  intended  to  be  covered 
by  your  proposal  ? — Is  your  meaning  that  some  basis 
should  be  taken  for  bringing  in  the  value  of  these 
bonuses  ? 

25.657.  Yes,  it  is  very  difficult  to  define  what  you 
wish  to  carry  out  without  including  a very  large 
number  of  cases  which  you  would  not  include  ? 
Would  it  not  be  possible  to  take  first  those  securities 
that  are  acquired  on  the  Stock  Exchange,  take  the 
Stock  Exchange  valuation  that  I put  here  at 
£1  4s.  14 d.  for  those  securities  that  are  dealt  with 
there,  and  then  have  a valuation  by  certificate  from 
the  secretary  of  any  of  these  companies  of  any  bonus 
upon  shares  that  were  not  quoted ; would  not  that  be 
sufficient  evidence  of  value? 

25.658.  You  confine  yourself  to  stocks  and  shares  ? — 
I am  confining  this  point  to  stocks  and  shares. 

25.659.  Sir  W.  Trower:  Then  I will  not  put  any 
further  question;  thank  you.  We  are  very  much 
obliged  to  you. 


Mr.  Michael  Gorman,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-cliief:  — 

25,660.  (1)  I am  the  Secretary  of  the  Maesycnew 
Building  Company,  Limited,  the  Cae  Velin  Building 
Company,  Limited,  the  Crumlin  Building  Company, 
27881 


Limited,  the  Sofrydd  Building  Club  and  the  Hafo- 
darthan  Building  Club,  owning  500  houses  all  occupied 
by  the  working  classes,  and  desire  to  place  before  the 
Royal  Commission  on  the  Income  Tax  the  urgent  need 
of  more  allowance  under  Schedule  A for  repairs 
to  property,  particularly  workmen’s  dwellings. 
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25.661.  (2)  More  relief  was  due  to  small  properties 
before  the  war.  When  one-sixth  allowance  was  fixed, 
the  small  cottage  had  no  shuting,  no  drains,  no  water 
service,  no  wooden  down-stairs  floors,  the  tenants  had 
to  share  with  five  or  six  other  tenants  the  use  of  one 
W.C.  or  E.C.,  which  had  no  costly  pan  or  syphon  to 
stop  or  break;  the  house  walls  were  not  expected  to 
be  dry,  but  simply  to  hold  up  the  roof.  All  these 
conveniences  form  part  of  the  houses  built  for  the  past 
20  years ; the  opening  of  drains,  repairing  water  taps 
and  flush  tanks,  renewing  of  shuting  and  the  boarded 
floors  on  houses  not  erected  more  than  14  years  cost 
an  average  of  18s.  per  house  per  annum  in  addition  to 
the  repairs  and  depreciation  originally  provided  for 
in  the  one-sixth  allowance  under  Schedule  A. 
With  the  tax  at  8d.  or  Is.  in  the  £,  the  burden,  if 
understood,  did  not  press  seriously,  but  with  the  tax 
at  6s.  in  the  £ I maintain  that  the  allowance  should 
be  one-fourth  even  if  the  cost  of  repairs  stood  at  the 
pre-war  figure  on  houses  of  £15  gross  estimated  rental 
and  under. 

25.662.  (3)  Coming  to  the  extra  cost  of  repairs  due 

to  the  war,  I regret  to  learn  that  you  have  been 
advised  not  to  give  relief  until  the  “ cost  of  material 
is  stabilised.”  A heavy  responsibility  rests  on  the 
Royal  Commission.  People  in  different  positions  take 
opposite  views  of  their  duty  to  property.  I quote  two 
instances:  (1)  The  Treasury,  on  the  advice  of  their 
valuers  have  increased  the  allowance  for  repairs  to 
drill  halls  from  one  per  cent,  to  two  per  cent,  on 
the  capital  value  of  the  buildings — an  increase  of 
100  per  cent.  (2)  At  a conference  recently  held  of 
Monmouthshire  Assessment  Committees  a new  scale 
of  allowances  was  adopted  which  leaves  the  houses  of 
£8  and  under  at  exactly  the  same  allowance  for  repairs 
as  was  conceded  in  1897,  viz.,  25  per  cent : 

The  cost  of  labour-  has  increased  110  per  cent. 


ironmongery  ,, 

400 

timber  ,, 

600 

cement  ,, 

200 

glass  „ 

400 

Labour  is  one-fourth,  ironmongery  (mainly  shuting) 
is-  one-half,  and  timber  is  one-fourth  the  cost  of 
repairs,  which  justifies  me  in  striking  an  average 
increase  at  300  per  cent.  Taking  the  Treasury  basis 
of  200  per  cent,  increase  we  pay,  therefore,  on  a £15 
gross  estimated  rental  house  £3  15s.  instead  of  £2  5s., 
which  makes  the  tax  10s.  in  the  £ and  not  6s.  on  small 
cottage  property. 

25,663.  (4)  Another  grievance  which  has  always 
pressed  on  a corporation  employing  officials  and  own- 
ing cottages  exclusively  is  that,  because  they  pay 
Income  Tax  under  Schedule  A,  no  allowance  can  be 
obtained  for  salary,  commission,  directors’  and 
auditors’  fees,  but  the  Revenue  receives  Income  Tax 
twice  on  these  sums.  I do  not  ask  that  the  method 
of  “ taxing  income  at  its  source  ” under  Schedule 
A be  abolished,  but  I do  say  that  the  Surveyor 
of  Taxes  can  be  given  power  to  discharge  the  tax 
on  these  fees  when  he  sees  he  has  already  taxed  under 
Schedule  D for  these  amounts.  The  following 
extract  from  one  of  my  companies  illustrates  the 
case : — • 

£ s.  d. 

Profit  shown  in  profit  and  loss  account  ...  159  18  11 

If  this  was  a brewery  or  gas  company 
paying  under  Schedule  D,  the  profits 
would  be  taxed  after  deducting  the 
following  amounts:  — 
salary  and  commission  ...  £75  14  6 
postage  and  stationery  ...  4 17 

directors’  fees  12  12  0 

audit  fee  4 4 0 

96  12  1 

Therefore  the  taxed  profit  under  Schedule  - 

D would  be 63  6 10 

but  because  we  are  taxed  under  Schedule  A we 
pay  on  £159  18s.  lid.  instead  of  £63  6s.  lOd. 

[This  concludes  the  evidence-in-chief .] 


25.664.  Sir  W.  Trower : Your  paper  has  been  con- 
sidered by  the  Commissioners,  and  it  is  very  much 
covered  by  other  evidence  that  they  have  received. 

25.665.  Sir  E.  Nott-Bower : With  regard  to  your 

first  point  about  the  cost  of  repairs;  we  have  had  a 
great  deal  of  evidence  as  to  whether  the  repair  allow- 
ance generally  is  sufficient,  and  especially  whether  it 
is  sufficient  having  regard  to  the  high  prices  that  are 
ruling  now.  I think  the  companies  that  you  repre- 
sent are  owners  of  houses,  are  they  not? Yes. 

25.666.  Those  houses  are  let  to  working  men? Yes. 

25.667.  And  the  repairs  are  undertaken  by  the  com- 
panies. Is  that  so? — Yes. 

25.668.  What  is  the  average  annual  value  of  those 
houses? — The  gross  estimated  rental  is  £12. 

25.669.  You  are  not  restricted  to  one-sixth,  are 
ycu?  Cannot  you  put  in  a supplementary  claim?— 
No,  not  that  1 am  aware  of. 

25.670.  But  there  is  legislation  in  the  case  of  houses 
up  to  £52  in  value.  If  the  one-sixth  allowance  is  in- 
sufficient, under  section  19  of  the  Finance  Act  of  this 
year  you  can  get  that  allowance  supplemented  up  to 
the  actual  cost  of  repairs,  in  the  case  of  house  pro- 
perty which  does  not  exceed  £52  m value.  Why  does 
not  that  apply  to  your  cottages?— If  we  spend  the 
money,  I suppose  we  could. 

25.671.  If  you  do  not  spend  the  money  why  do  you 
want  an  allowance? — Because  depreciation  goes  on  at 
the  same  rate,  or  rather  worse  if  we  cannot  repair  at 
ibe  right  time,  on  the  principle  of  a stitch  in  time. 

25.672.  Are  you  postponing  your  repairs,  do  you 
mean? — We  only  do  what  we  are  compelled  to;  and 
sometimes  we  cannot  even  do  what  the  local  authori- 
ties would  compel  us  to  do,  for  want  of  material  and 
difficulty  with  labour.  Twice  since  the  war  I have 
used  up  every  ounce  of  shuting,  or  troughing,  as 
some  call  it,  and  then  have  not  been  able  to  get  suffi- 
cient. If  I am  not  able  to  spend  the  money  it  is  a 
pity  that  I should  pay  Income  Tax,  when  I know  the 
day  will  come  when  it  must  be  spent. 

25.673.  Quite  so,  but  when  that  day  comes  you  will 
get  the  allowance  in  respect  of  it.  Under  the  legis- 
lation to  which  I was  just  referring  you,  when  the  day 
comes  and  you  do  spend  the  money,  you  can  get  an 
allowance  right  up  to  the  full  annual  value  of  the 
house  if  you  spend  the  whole  year’s  rent;  and  you 
get  it  on  the  basis  of  an  average  of  five  years.  I 
think  if  you  will  examine  the  legislation  that  I am 
referring  to,  you  will  be  able  to  derive  great  comfort 
from  it.  I think  it  is  unnecessary  to  pursue  the 
matter  further  now,  because  the  Commission  have  had 
a great  deal  of  evidence  on  this  subject  as  to  whether 
the  flat  rate  is  sufficient  and  whether,  if  it  is  insuffi- 
cient, it  is  satisfactorily  supplemented  by  the  legis- 
lation to  which  I have  just  now  referred  you.  If  you 
have  received  the  rents  and  have  not  spent  the  money 
on  repairs,  I do  not  see  that  you  have  any  grievance 
until  the  time  comes  when  you  do  the  repairs,  and 
when  that  time  does  come  you  will  be  able  to  put  in  a 
claim? — I am  sorry.  I must  resist  the  whole  of  that. 

25.674.  Sir  W.  Trower : You  are  not  familiar  with 
the  new  legislation? — I am.  May  I give  you  a little 
illustration  ? The  average  cost  of  repairs  of  this 
particular  company — an  extract  of  whose  balance 
sheet  has  been  sent  here — is  £2  5s.  That  is  for  1917 
and  1918.  Now  the  houses  have  been  built  14  years. 
For  the  next  ten  years  the  repair  bill  will  be  heavier 
every  year,  particularly  on  the  roofs,  because  the 
battens  on  the  roofs  are  beginning  to  give  out. 
Although  we  are  not  spending  money  now  on  the  roofs 
and  the  battens,  we  know  that  in  25  years  time  we  will 
have  to  spend  it;  we  will  have  to  take  the  slates  off  and 
rebafcten  the  roof.  Although  we  are  not  spending 
money  now,  you  must  allow  us  something.  You  cannot 
tax  us  on  money  which,  although  we  are  not  spending 
It,  we  must  put  in  reserve. 

25.675.  Sir  E.  Nott-Bower : You  will  remember 
that  you  get  the  one-sixth  allowance  anyhow,  whether 
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the  money  is  spent  or  whether  it  is  not.  That  gives 
you  something  to  go  on  withp — Yes,  but  it  is  not 
sufficient. 

25.676.  You  get  the  one-sixth  allowance  whether  the 
money  is  spent  or  not  and  then  if  you  spend  money 
in  excess  of  the  one-sixth  you  get  a further  allowance 
on  a five  years’  average. 

25.677.  Mr.  May : I understand  the  witness  to  put 
it,  that  if  he  has  one-sixtli  allowance  for  25  years 
it'  will  not  pay  for  re-roofing  the  property  at  the 
end  of  25  years.  That  is  his  proposition? — Added  to 
the  amount  that  has  to  be  spent  on  the  property  every 
year  during  the  25  years,  and  then  there  is  the  lump 
sum  to  be  faced  in  25  years;  and  the  one-sixth  will 
not  cover  it. 

25.678.  Sir  E.  Nott-Bower : The  one-sixth  does  not, 
but  when  you  do  spend  the  money  you  must  remember 
you  get  a further  allowance  in  respect  of  the  actual 
expenditure  in  excess  of  one-sixth  every  year.  At 
present  1 am  afraid  I fail  to  see  that  any  hardship  is 
likely  to  arise  in  your  case? — Well,  there  it  is,  sir. 
These  houses  cost  us  £2  5s.  now. 

25.679.  The  one-sixth  will  just  about  cover  that,  will 
it  not? — Yes,  and  then  there  is  no  provision  for  the 
lump  sum  that  is  to  be  provided  when  we  have  to  re- 
batten the  roofs,  &c.  I do  not  know  that  I have  men- 
tioned the  sinking  fund;  I hope  you  are  considering 
the  sinking  fund.  We  have  to  think  of  a sinking 
fund.  In  40  years,  according  to  Macer  on 
Dilapidations,  our  houses  will  be  worn  out;  and  as 
we  are  going  on  now,  according  to  Macer,  who  says 
40  years  is  the  life  of  houses  of  this  kind,  we  should 
put  away  £5  per  house.  The  houses  cost  £200  each. 

25.680.  Mr.  Marks : What  are  they  let  at? — Seven 
shillings  is  the  standard  rent. 

25.681.  Do  you  get  more  or  less  than  the  standard? 
— We  try  to  get  more  now,  because  the  rates  have 
gone  up.  The  houses  cost  £200  to  build.  Macer  on 
Dilapidations  says  that  40  years  is  the  life  of  the 
house.  I have  got  Macer  on  Dilapidations  here,  and 
I would  like  to  show  it  to  you. 

25.682.  Sir  E.  Nott-Bower : It  is  a very  short  life. 
It  is  much  less  than  the  average  life  of  a house.  I 
suppose  they  must  he  not  very  substantially  built? — 
We  have  no  hope  of  them  lasting  more  than  50  years, 
and  in  that  case  there  is  £4  a year  per  house  to  go 
to  a sinking  fund.  The  £2  5s.  Od.  for  repairs,  the 
average  of  1917  and  1918,  has  to  be  added  to  that; 
then  you'  have  incidental  attentions,  flushing  tanks, 
W.C.’s  choking,  etc.,  so  that  in  all  it  comes  to 
£6  17s.  6d.  per  annum.  The  one-sixth  will  not  pro- 
vide for  that,  and  unless  we  provide,  and  unless  you 
give  us  relief  on  that  provision,  we  will  see  (or  those 
who  live  after  us  will  see)  the  houses  gone ; we  shall 
be  responsible  to  the  bank  for  a very  big  sum,  and 
we  will  have  nothing  with  which  to  rebuild'  the  houses. 
We  must  provide  for  that;  and  now  that  the  Income 
Tax  is  such  a heavy  item,  you  must  allow  on  these 
expenses. 


25.683.  Sir  W.  Trower : Might  I interrupt  you 
there?  We  have  considered  this  question  very  fully, 
because  you  are  dealing  with  wasting  assets  now, 
and  not  with  repairs.  That  question  has  received 
attention,  and  I do  not  think  you  need  go  into  it 

further? That  is  not  the  question  of  the  sinking 

fund  only. 

25.684.  Wasting  assets  and  sinking  fund  are 
matters  which  have  received  our  consideration;  I do 
not  think  you  need  labour  that  point  any  more?— I 
mentioned  in  my  evidence-in-chief  that  the  houses, 
with  the  modern  conveniences  that  were  not  in  houses 
when  one-sixth  was  decided  upon  as  an  allowance, 
such  as  shuting,  W.C.,  etc.,  for  each  house,  flush 
tanks,  etc.,  to-day  cost  25s.  for  upkeep.  I have  a 
note  of  the  average  items;  but  those  are  extras. 
These  things  were  not  considered,  because  they  did 
not  exist  when  the  one-sixth  was  settled'. 

25.685.  You  get  that  in  additional  rent,  do  you 
not? — No. 

25.686.  You  cannot  increase  your  rents  at  all? — No, 
we  can  only  add  the  increased  rates. 

25.687.  Ten  per  cent.? — No,  we  can  only  add  the 
increased  rates.  The  10  per  cent,  we  cannot  put  on 
till  six  months  after  the  signing  of  peace,  I think, 
and  I believe  that  has  to  be  declared  by  Royal  Pro- 
clamation or  by  Order  in  Council. 

25.688.  But  when  you  raise  your  rents,  that  will 
account  for  that? — No,  that  will  not  remedy  my 
grievance.  I want  to  get  an  allowance  for  the  Income 
Tax. 

25.689.  Mr.  May  : I think  the  only  thing  that  the 
witness  is  convincing  me  of  is  that  our  sympathy  is 
due  to  the  people  who  had  to  suffer  the  inconveniences 
before  he  made  those  alterations.  I certainly  do  not 
think  there  is  anything  to  come  before  this  Com- 
mission or  that  ought  to  take  up  our  time. 

25.690.  Sir  W.  Trower:  We  have  very  carefully 
considered,  with  other  witnesses,  this  question  that 
you  have  put  before  us ; I do  not  think  you  need 
labour  that  point. — There  is  just  one  other  matter 
I wish  to  bring  before  you,  which  is  not  in  my 
evidence-in-chief.  I maintain  that  the  poor  class  of 
people,  who  are  not  as  careful  as  they  should  be  with 
property,  occupy  houses  up  to  £15  gross  estimated 
rental.  * I therefore  make  this  figure  the  first  step 
in  the  ladder  of  graduation  of  allowances  for  repairs ; 
and  I recommend  that  there  should  be  one-half  allow- 
ances instead  of  one-sixth  for  houses  up  to  £15  gross 
estimated  rental ; under  £20  and  over  £15,  one- 
fourth;  under  £30  and  over  £20,  one-fifth;  and  over 
£30,  one-sixth. 

25.691.  We  have  already  had  these  suggestions;  we 
will  take  them  into  consideration. — So  long  as  they 
have  been  before  you,  I do  not  wish  to  waste  your 
time. 

25.692.  They  have  been  before  us,  and  we  will  take 
them  into  consideration.  Thank  you ; we  are  very 
much  obliged  to  you. 
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THIRTY-FIFTH  DAY, 

Wednesday,  3rd  December,  1919. 


Mr.  brace. 

Sir  E.  E.  NOTT-BOWER. 

Sir  J.  S.  HARMOOD-BANNER 
Sir  W.  TROWER. 

Mr.  HOLLAND-MARTIN. 

Mr.  BIRLEY. 

Mr.  WALKER  CLARK. 

Mr.  KERRY. 


Present : 

Mr.  PRETYMAN  (in  the  Chair). 

Mrs.  KNOWLES. 


Mr.  McLINTOCK. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 

Professor  PIGOTJ. 

Dr.  STAMP. 

Mr.  TROTTER. 


Mb.  W.  S Best  a Superintending  Inspector  of  Taxes,  and  a Vice-President  of  the  Association,  Mu.  E A Ebouai  , 
an  Assistant  Chief  Inspector  of  Taxes,  Mr.  R.  W.  Osler,  a Superintending  Inspector  of  Taxes  ^.nd 
Sed  aJd  examined8.  Supennt6namS  lMpector  ol  T“«.  baba11  »*  «*  Association  of  fax  Surveying  Officer^ 


The  witnesses  handed  in  the  following  statements  as 
their  evidence-in-chief : — 

I.  ON  THE  SUBJECT  OF  ADMINISTRATION 
(ASSESSMENT,  APPEAL  AND  COLLECTION). 

25.693.  (1)  The  memorandum  by  the  Chief  Inspector 
of  Taxes  (printed  as  Appendix  No.  4 to  the  Minutes 
of  Evidence)  sets  out  the  duties  of  the  Surveyor  of 
Taxes  (a)  as  prescribed  by  Statute  and  ( b ) as  found 
m actual  operation  in  the  daily  administration  of 
the  Income  Tax  Acts. 

25.694.  (2)  The  dual  character  of  the  administra- 
tion of  the  tax — on  the  one  hand  the  local  adminis- 
tration by  independent  Commissioners  and  their 
officers,  and  on  the  other  hand  the  central  adminis- 
tration by  the  Board  of  Inland  Revenue  acting 
through  the  Surveyors  of  Taxes— is  explained  in  the 
same  memorandum,  and  in  the  evidence-in-chief  of 
Mr.  A.  Binns,  Deputy  Chief  Inspector  of  Taxes. 

25.695.  (3)  It  will  be  gathered  from  this  evidence 
that  the  everyday  working  administration  of  the 
Income  Tax  has  now  centred  in  the  office  of  the 
Surveyor  of  Taxes.  The  members  of  the  Association 
-•  >Taf  SurveyinS  Officers,  being  in  daily  contact 
with  the  members  of  the  public,  and  having  therefore 
a most  intimate  knowledge  of  present  conditions  as 
they  affect  both  the  Revenue  and  the  individual  tax- 
payer, submit  certain  conclusions  at  which  they  have 
arrived  as  to  the  changes  that  would  tend  to  the 
greater  efficiency  of  the  taxing  machine  and  to  the 
.greater,  convenience  of  the  taxpaying  public. 

' ^25,696.  (4)  The  purpose  of  our  evidence  is  to  recall 
to  the  attention  of  the  Royal  Commission  the  prin- 
cipal disadvantages  of  the  present  administrative 
system,  and  to  propose  such  legislative  changes  as 
are  m our  opinion  necessary  to  harmonize  the  appli- 
cation of  the  principle  of  local  autonomy  with  the 
maintenance  of  consistent  and  sufficient  administra- 
tion. 

25,697.  (5)  These  matters  are  dealt  with  under  the 
following  heads : — 

Assessment  and  appeal. 

(?)  Administrative  and  technical  duties. 

(o)  Judicial  functions. 

(c)  Clerical  and  routine  duties. 

(d)  Assessment  by  Special  Commissioners. 

Collection. 

Assessment  and  appeal. 

(a)  Administrative  and  technical  duties. 

L°Cal  C'orais8ioners,  being  an  honor- 
ary body  without  any  technical  training  and  devot- 
ing only  a small  portion  <f  their  time  and  energies 


to  the  work  arising  in  connection  with  the  adminis- 
tration  of  the  Income  Tax,  cannot  fully  carry  out 
their  administrative  functions,  but  are  content  to 
leave  them  generally  to  the  Surveyor  of  Taxes,  as 
the  representative  of  the  Board  of  Inland  Reveiue 
Ihe  lack  of  any  central  control  or  organisation  of 
some  700  separate  and  independent  bodies  of  Coni- 
missioners,  acting  without  co-ordination,  has  contri- 
buted to  this  process  of  transfer,  since  the  training 
and  organisation  of  the  Surveyors  under  a responsible 
central  authority  constitutes  them  the  only  existing 
body  able  to  secure  that  uniformity  and  efficiency 
timtionar6  raaentlal  a iust  and  successful  adminis. 

The  ever-growing  importance  and  complexity  of 
the  Income  lax  demand  a high  degree  of  specialized 
knowledge  and  technical  skill,  and  the  increasing 
volume  of  work  has  required  a fully  developed  office 
organisation,-  for  these  reasons,  among  others,  the 
technical  work  of  examining  and  enquiring  into 
returns,  ascertaining  and  agreeing  liabilities,  both 
befo  e assessments  are  made  and  upon  appeals  against 
assessments,  has  passed  from  tho  Assessors  and  tho 
Commissioners  and  has  become  almost  exclusively  the 
province  of  the  Surveyor. 

The  participation  of  the  Additional  and  General 
Commissioners  m the  administration  has  become  less 
and  less  active  and  in  course  of  time  the  exercise 
of  their  statutory  functions  has  become  in  most 
cases  restricted  to  the  formal  legalisation  of  the 
s urveyor  s work  as  a whole  and  to  the  hearing  of 
appeals  in  the  small  residuum  of  oases  not  settled  by 
agreement  between  the  Surveyor  and  the  taxpayer.  ? 

• i7rJt  Iaay  here  be  pointed  out  that  the 
duty  of  deliberating  upon  returns  in  respect  of  a 
round  million  of  liabilities  dealt  with  under  Schedule 

m 5?ar  “ Iald  bI  *0  Income  Tax  Act  upon 
some  700  bodies  of  Additional  Commissioners  in  Great 
Britain.  That  is  to  say,  each  of  these  bodies  should 
deal  on  the  average  with  some  1,400  returns.  Tho 
average  number  of  meetings  held  by  each  division  of 
Additional  Commissioners  is  not  more  than  three 
per  annum,  and  the  average  duration  of  each  meeting 
is  not  more  than  an  hour,  excluding  the  time  occupied 
in  preliminary  formalities  and  courtesies.  In  some 
divisions  the  Commissioners  sit  for  some  hours  and 
consider  every  item  in  the  Schedule  D assessment 
book  before  signing  it,  but,  speaking  generally,  they 
o no  go  through  the  books  of  assessment,  and  do 
not  apply  themselves  to  the  consideration  of  any 
liabilities,  except  such  as  are  expressly  brought  to 
their  notice  by  the  Surveyor  or  are  similarly  marked 
tor  them  attention  by  their  Clerk.  The  technical 
work  of  investigating  returns,  of  making  enquiries, 
and  of  ascertaining  liabilities,  is  not,  and.  indeed, 
cannot  be  done  by  the  Commissioners  upon  whom  the 
Burden  is  laid  by  the  Statute,  and  it  is  in  fact  done 
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by  the  Surveyor  of  Taxes,  assisted  by  his  permanent 
technical  aud  clerical  staff. 

25.700.  (8)  Similarly  the  performance  of  the  adminis- 
trative duties  of  the  General  Commissioners  is  con- 
fined in  actual  practice  to  the  appointment  of  officers, 
to  the  formal  signature  of  assessments  under  Schedules 
A,  B,  and  E,  and  of  other  documents  which  have  been 
prepared  by  the  Surveyor  and  his  staff,  and  for  the 
accuracy  of  which  the  Surveyor  is  responsible  to  the 
Board  of  Inland  Revenue. 

(b)  Judicial  functions — ( appeals  and  penalties). 

25.701.  (9)  It  is  our  experience  that  the  functions 
of  the  General  Commissioners  as  an  appeal  tribunal 
and  in  the  imposition  of  penalties  are  exercised 
with  a due  sense  of  responsibility,  and  that,  speaking 
generally,  justice  is  done. 

25.702.  (10)  In  the  immense  majority  of  cases,  how- 
ever, the  Surveyor  to  whom  the  evidence  required 
for  the  determination  of  an  appeal  is  produced, 
agrees  the  correct  liability  with  the  taxpayer,  so 
that  not  more  than  2 per  cent,  of  the  total  number 
of  appeals  lodged  are  personally  heard  and  deter- 
mined by  the  Commissioners.  Here  again  the  exist- 
ing practice  has  arisen  inevitably  from  the  sheer 
impossibility  of  the  performance  by  the  Commis- 
sioners of  their  statutory  duty  of  hearing  all  appeals. 

25.703.  (II)  We  here  refer  to  the  statistics  in 
paragraph  69  of  Sir  T.  Collins’  memorandum  pre- 
viously referred  to,  from  which  it  appears  that  in 
the  year  1917-18  in  22  important  and  representative 
divisions  the  total  number  of  appeals  heard  per- 
sonally by  the  Commissioners  was  1,263,  as  against 
66,533  cases  adjusted  by  the  Surveyor  and  accepted 
without  question  by  the  Commissioners. 

(c)  Clerical  and  routine  functions. 

25.704.  (12)  Certain  of  the  clerical  and  routine 
functions  of  the  Assessor  and  of  the  Clerk  to  the 
Commissioners  have  similarly  in  course  of  time  passed 
into  the  hands  of  the  Surveyor,  but  this  process  has 
been  neither  so  rapid  nor  so  complete  as  in  the  case 
of  the  administrative  and  technical  functions,  and  a 
considerable  residue  of  the  clerical  work  still  remains 
in  the  hands  of  these  officers.  The  present  position 
in  actual  practice  is  fully  described  in  the  Chief 
Inspector’s  memorandum  (Appendix  No.  4,  para- 
graph 118)  and  in  the  evidence-inchief  of  Mr.  A. 
Binns  (Position  of  Assessors — paragraphs  23,074- 
23,077  and  Position  of  Clerks  to  Commissioners — para- 
graphs 23,017-23,024). 

25.705.  (13)  It  is  difficult  for  anyone  not  having 
practical  daily  experience  of  work  under  these  con- 
ditions to  form  any  adequate  conception  of  the  in- 
convenience and  waste  of  time  and  labour  inherent 
in  such  a system.  We  desire  to  emphasize  the  fol- 
lowing points:  — 

(a)  Inconvenience  to  the  taxpayer. — In  the  or- 
dinary course  the  procedure  on  Schedule  D 
returns  and  assessments  is  as  follows : — 

A taxpayer — 

(i)  receives  his  declaration  form  from 

the  Assessor ; 

(ii)  may  furnish  accounts  to  and  agree 

his  liability  with  the  Surveyor; 
.(iii)  makes  his  return  to  the  Assessor; 

(iv)  is  assessed  by  the  Additional  Com- 

missioners ; 

(v)  receives  notice  of  assessment  from 

the  Clerk  to  the  Commissioners. 

At  this  stage,  if  the  liability  has  not 
been  previously  agreed,  he — 

(vi)  gives  notice  of  appeal  to  the  Sur- 

veyor ; 

(vii)  receives  a precept  for  accounts 
from  the  Clerk  to  the  Commis- 
sioners ; 

(viii)  furnishes  accounts  to  and  com- 
monly agrees  the  liability  with 
the  Surveyor. 

(b)  Unnecessary  duplication  of  work. — The  re- 
turns are  examined  by  the  Assessor  to  see  if 
they  are  complete  as  to  matters  of  form ; 
by  the  Clerk  to  the  Commissioners  for  the 


purpose  of  extracting  certain  particulars 
into  the  assessment  book;  and  finally  by  the 
Surveyor,  who  is  responsible  to  the  Com- 
missioners of  Inland  Revenue  for  their 
proper  examination,  and  is  in  fact  the  only 
person  who  does  examine  them  properly  and 
investigate  their  accuracy. 

(c)  Unnecessan'y  delay. — The  delay  between  the 
date  of  the  issue  of  forms  and  the  date  on 
which  the  returns  and  assessment  books  are 
delivered  to  the  Surveyor  for  examination 
seriously  restricts  the  period  in  which  the 
Surveyor  has  the  opportunity  of  investigat- 
ing the  accuracy  of  the  returns  before 
assessments  are  made. 

The  constant  transfer  of  the  books  of 
assessment  to  and  from  the  Surveyor’s 
office,  and  their  frequent  absence  from  his 
office  for  long  periods,  cause  serious  delay 
in  dealing  with  correspondence,  appeals  and 
repayment  claims. 

(d)  Danger  of  disclosure  to  unauthorized  persons. 
— In  times  of  pressure  the  Clerk  to  the  Com- 
missioners is  frequently  compelled  to  engage 
temporary  clerks  to  whom  of  necessity  par- 
ticulars of  assessments,  returns  and  declara- 
tions of  total  income  are  laid  open. 

While  it  is  not  suggested  that  disclosure 
of  confidential  information  occurs,  it  is  sub- 
mitted that  the  system  is  contrary  to  the 
principles  of  secrecy  underlying  the  Income 
Tax  Acts. 

Proposals. 

25,706.  (14)  We  therefore  commend  to  the  con- 
sideration of  the  Royal  Commission  the  following 
proposals,  in  the  belief  that  they  are  only  such  as 
are  necessary  to  legalize  the  exercise  by  the  Sur- 
veyor of  the  administrative,  technical  and  judicial 
functions  which  he  now  in  fact  exercises,  and  to 
avoid  delay  and  inefficiency  in  clerical  and  routine 
work  by  concentrating  it  under  one  control. 

(a)  The  powers  of  the  Additional  Commissioners 
in  making  assessments  on  employments  (now 
assessed  under  Schedule  D,  Case  II)  should 
be  transferred  to  the  Surveyor. 

( b ) The  powers  of  the  Additional  Commissioners 
in  making  assessments  under  Schedule  I) 
(except  'employments)  and  allowances  for 
wear  and  tear  should  be  transferred  to  the 
Surveyor,  subject  to  (1)  a light  of  the  tax- 
payer to  elect  to  be  assessed  by  the  Addi- 
tional Commissioners,  (2)  a.  right  of  the 
Surveyor  to  refer  any  return  to  the  Addi- 
tional Commissioners  for  assessment. 

(c)  The  powers  of  the  General  Commissioners  in 
allowing  assessments  under  Schedules  A,  B 
and  E,  and  in  certifying  removals  and  re- 
payments should  be  transferred  to  the  Sur- 
veyor. 

(d)  In  case  of  appeal,  power  should  be  given  to 
the  Surveyor  to  amend  the  assessment  by 
agreement  with  the  appellant  and  on  with- 
drawal of  notice  of  appeal. 

(e)  The  separate  office  of  Assessor  of  Income  Tax 
should  be  abolished.  We  agree  with  the  pro- 
posals of  the  Board  of  Inland  Revenue  that 
the  clerical  duties  of  the  Assessor  in  issuing 
forms  of  return,  and  the  legal  powers  of 
making  assessments  under  Schedules  A,  B 
and  E,  and  of  estimating  liabilities  under 
Schedule  D,  where  no  return  is  made,  at 
present  nominally  exercised  by  the  Assessor, 
should  be  transferred  to  the  Surveyor  of 
Taxes.  If  these  proposals  are  adopted,  the 
only  functions  remaining  to  the  Assessor 
will  be  those  of  affixing  public  notices,  com- 
piling a list  of  persons  chargeable,  and  giv- 
ing information  as  to  removals,  deaths.  Ac. 
We  suggest  that  these  remaining  duties  could 
well  be  performed  by  the  Collector. 

(/)  The  clerical  functions  of  the  Clerk  to  Com- 
missioners, including  the  preparation  and 
completion  of  assessment  books,  the  prepara- 
tion of  notices  of  charge,  precepts  for 
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accounts,  certificates  of  removal  and  repay- 
ment, Collectors’  duplicates,  charge  dupli- 
cates, schedules  of  deficiencies,  &c.,  should  be 
transferred  to  the  Surveyoi*. 

(g)  Church  door  notices  requiring  returns  to  be 
made  should  be  abolished.  General  notices 
should  be  inserted  in  the  official  Gazettes  and 
principal  local  newspapers  by  the  Commis- 
sioners of  Inland  Revenue,  specifying  the 
dates  by  which  all  returns  are  required  to  be 
made.  It  is  desirable  that  the  fullest 
publicity  should  be  given  to  the  obligation, 
under  penalty,  of  all  taxpayers,  whether 
served  with  a particular  notice  for  a return 
or  not,  to  declare  any  liability  for  assessment. 

( h ) Church  door  notices  of  appeal  meetings  should 
be  abolished. 

( i ) The  property  in  and  the  right  of  custody 

of  assessments,  duplicates  of  assessment  books, 
and  papers  relating  to  the  tax  (except  the 
Clerk’s  minute  book  of  appeals)  should  be 
transferred  from  the  General  Commissioners 
to  the  Board  of  Inland  Revenue.  • 

25.707.  (15)  We  are  convinced  that  economy  and 
increased  efficiency  would  result  from  the  abolition  of 
unnecessary  duplication  of  officials  and  the  co- 
ordination and  centralization  in  the  Surveyor’s  office 
of  all  the  clerical  work,  the  correspondence  and 
investigation  necessary. 

25.708.  (16)  It  may  be  pointed  out  that  the  assess- 
ments to  Income  Tax  on  manual  wage-earners  are 
made,  and  all  clerical  work  thereon  is  done,  in  the 
Surveyor’s  office.  The  system  has  been  successful  in 
actual  operation,  and  it  is  found  that  the  number  of 
appeals  dealt  with  by  the  Commissioners  is  negligible. 
The  Excess  Profits  Duty  has  been  administered  success- 
fully under  a similar  system,  in  which  the  District 
Commissioners’  sole  function  is  to  act  as  the  first 
court  of  appeal  in  the  comparatively  few  cases  not 
settled  by  agreement  between  the  taxpayer  and  the 
Surveyor. 

25.709.  (17)  We  would  point  out  that  the  safeguards 
to  the  taxpayer  which  are  inherent  in  the  principle  of 
assessment  by  unpaid  Local  Commissioners  are  pre- 
served under  our  proposals.  Just  as,  at  present, 
there  is  on  every  Schedule  D return  form  an  invitation 
to  the  taxpayer  to  say  if  he  desires  to  be  assessed  by 
the  Special  Commissioners,  and  a statement  that  unless 
he  expresses  such  a wish  he  will  be  assessed  by  the 
Local  Commissioners,  so,  if  proposal  14  ( b ) be  adopted, 
there  should  be  on  every  Schedule  D return  form  an 
invitation  to  the  taxpayer  who  returns  profits  from 
trade  or  profession  or  income  assessable  under  Cases 

111  to  VI  of  Schedule  D to  indicate  whether  he  wishes 
to  be  assessed  bv  the  Additional  Commissioners  or  the 
Special  Commissioners,  and  he  should  be  informed  that 
failing  such  request  he  will  be  assessed  by  the 
Surveyor. 

The  adoption  of  such  a plan  would  enable  the 
country  to  settle  this  question  for  itself.  If  the 
Additional  Commissioners  serve  a useful  purpose 
either  to  the  taxpayer  or  the  Crown,  their  intervention 
will  continue  to  be  sought  by  both  parties.  If  they 
serve  little  or  no  useful  purpose,  they  will  cease  to  be 
called  upon.  In  either  case,  they  will  not  continue 
to  sign  assessments  which  they  have  neither  examined 
nor  even  perused. 

(d)  Assessment  by  Special  Commissioners. 

25.710.  (18)  The  procedure  for  assessment  by  the 
Special  Commissioners  is  described  in  paragraphs  106- 

112  of  the  Chief  Inspector’s  Memorandum,  Appendix 
No.  4.  The  clerical  work  is  done  with  complete  effi- 
ciency and  without  avoidable  inconvenience  to  the 
public,  but  the  procedure  in  the  making  of  assessments 
on  railway  employees  under  Schedule  E is  cumbrous 
and  unnecessary. 

25.711.  (19)  It  is  submitted  that  the  powers  of  the 
Special  Commissioners  in  making  assessments  under 
Schedule  E should  be  transferred  to  the  Surveyor. 

25.712.  (20)  It  is  submitted  that  the  separate 
administration  of  the  Super-tax  is  inconvenient  to  the 


public  and  uneconomical.  Under  the  present  system 
there  is  much  unnecessary  duplication  of  work  on  both 
sides,  and  the  Super-tax  payer  not  resident  in  London 
has  no  ready  access  to  any  officer  from  whom  he  can 
obtain  assistance  and  responsible  advice. 

Collection. 

25.713.  (21)  The  method  of  appointment  and  duties 
of  Collectors  of  Income  Tax,  and  the  procedure  followed 
in  collection,  are  described  in  the  evidence-in-chief  of 
Mr.  A.  Binns.  [Q.  23,085  et  sej.] 

25.714.  (22)  The  collection  of  Income  Tax  has  con- 
tinued on  lines  laid  down  a century  ago.  It  is 
suggested  that  modern  methods  of  business  require  a 
complete  change  of  system. 

25.715.  (23)  We  would  point  out  that  the  whole  of 
the  Excess  Profits  Duty,  the  Super-tax  and  the 
Mineral  Rights  Duty  is  collected  without  the  inter- 
vention of  any  local  Collectors  at  all,  and  without  the 
necessity  for  a single  personal  call  upon  the  taxpayer. 
We  would  draw  attention  to  the  fact  that  any  tax- 
payer can  obtain  at  any  money  order  office,  free  of 
all  charge  for  poundage  (subject  to  a maximum  amount 
of  £40),  a money  order  for  the  tax  shown  on  his 
demand  note,  and  can  post  this  to  the  Collector.  Ho 
is  not,  in  England  and  Wales,  authorized  to  post  it 
free  of  postage,  and  this  is  a drawback  which  ought 
to  be  remedied. 

25.716.  (24)  We  submit  that  the  present  system, 
which  serves  upon  the  taxpayer  first  demand  notes, 
second  demand  notes  and  third  demand  notes,  and 
which  involves  a personal  call  by  the  Collector  and 
possibly  another  formal  letter  from  the  Surveyor,  is 
wasteful  of  time  and  money,  and  encourages  delay. 
The  obligation  which  now  rests  upon  the  Collector,  to 
seek  out  the  taxpayer  and  make  personal  demand  for 
payment,  should  be  transformed  into  an  obligation  on 
the  taxpayer  to  remit  the  duty  to  the  Collector. 

25.717.  (25)  The  Association  is  of  opinion  that  full 
efficiency  can  be  secured  only  if  the  collection  of  public 
moneys  is  placed  in  the  hands  of  officers  appointed  by 
and  under  the  full  control  of  the  Board  of  Inland 
Revenue,  and  supports  the  proposals  of  the  Board 
(which  are  set  out  in  paragraph  23,157  of  Mr.  Binns’ 
evidence)  for  the  establishment  of  Collectors  as  whole- 
time civil  servants,  with  suitable  offices  and  a civil 
service  clerical  staff,  as  befits  the  confidential 
character  of  their  duties. 

25.718.  (26)  We  further  suggest — 

(а)  that  it  should  be  made  the  duty  of  the  tax- 

payer to  remit  the  tax  shown  on  the  demand 
note  to  the  Collector,  and  that  failure  to 
remit  the  sum  due  within  the  time  limited 
will  render  him  liable  to  be  proceeded 
against  for  the  recovery  of  the  tax  as  an 
arrear  due  to  the  Crown ; 

(б)  that  the  taxpayer  should  be  entitled  to  obtain, 

free  of  poundage  and  without  restriction  of 
amount,  a money  order  or  postal  draft  for 
the  tax  due  from  him ; and  that  with  every 
demand  note  there  should  be  issued  a 
franked  addressed  envelope  in  which  to 
forward  the  remittance. 

25.719.  (27)  These  provisions  woiild  tend  to  render 
still  more  practicable  the  proposals  put  forward  by 
the  official  witness,  and  we  are  satisfied  that  they 
would  tend  to  still  greater  economy  and  efficiency. 

Addendum  on  the  practice  in  the  City  oe  London. 

25.720.  (28)  We  venture  to  refer  to  the  evidence  in- 
chief recently  given  to  the  Royal  Commission  by  Mr. 
Copley  Hewitt  on  behalf  of  the  Association  of  Clerks 
to  Commissioners  of  Taxes.  We  fear  that  this  evi- 
dence may  have  conveyed  the  impression  that  the 
actual  daily  work  of  the  administration  of  the  In- 
come Tax,  so  far  as  the  City  of  London  is  concerned, 
revolves  round  the  Commissioners  and  their  officials, 
almost  to  the  exclusion  of  the  Surveyor  of  Taxes. 

If  this  impression  has  been  conveyed  to  the  minds 
of  the  Royal  Commission,  we  think  that  consideration 
of  the  following  facts  will  probably  remove  it. 
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25,7&1.  (29)  The  Assessor. 

Schedule  D. 

(i)  The  Assessor  does  not  enquire  into  the  adequacy 
of  the  income  returned  for  assessment.  If  any  profit 
and  loss  accounts  are  sent  to  him,  either  with  the 
return  or  otherwise,  he  forwards  them  to  the  Sur- 
veyor for  investigation,  without  himself  making  any 
examination  of  them. 

In  the  City  the  amount  of  a taxpayer’s  income  can 
be  ascertained  only  from  his  accounts  and  books. 
It  cannot  be  estimated  from  external  appearances. 
The  great  majority  of  the  assessments  of  any  import- 
ance are  based  upon  the  accounts  lodged  with  the 
Surveyor  and  investigated  by  him. 

(ii)  The  Assessor  and  Collector  is  not  in  a position 
to  furnish  taxpayers  with  information  as  to  the  basis 
of  their  assessments  or  to  deal  with  objections  made 
by  taxpayers,  because  his  books  do  not  show : — 

(a)  amounts  of  the  assessments; 

(5)  particulars  of  the  deductions  made; 

(c)  amounts  returned  by  taxpayers; 

(d)  any  information  as  to  the  basis  of  assess- 

ments ; 

(e)  particulars  of  the  assessments  for  previous 

years. 

Further  his  office  is  not  open  to  the  public  through- 
out the  week  in  the  same  way  as  a Government  office, 
while  the  correspondence  and  accounts  are  filed  by 
the  Surveyor.  For  these  reasons  the  Assessor  and 
Collector  does  not  attempt  to  deal  with  objections, 
but  forwards  them  to  the  Surveyor. 

(iii)  If  the  Assessor  and  Collector  did,  in  fact, 
attempt  to  enquire  into  the  adequacy  of  returns  or 
to  deal  with  objections,  much  inconvenience  and  dis- 
organisation would  result  from  the  overlapping  of  his 
work  with  that  of  the  Surveyor. 

Schedule  E. 

(iv)  The  following  statistics  relating  to  the  Schedule 
E assessments  for  1917-18  show  the  extent  of  the 
work  under  this  Schedule  performed  by  the  Assessor : 

Total  number  of  assessments  1917-18  108,920 

Number  of  gross  assessments  entered 
by  Assessor 3,744 

Number  of  assessments  where  allow- 
ances entered  by  Assessor  ...  ...  261 

25.722.  (30)  Additional  Commissioners.  — The 
Schedule  D assessment  books  are  sent  to  the  Addi- 
tional Commissioners  by  the  Surveyor,  who  has  pre- 
viously entered  the  amounts  of  the  assessments  pro- 
posed, particulars  of  all  statutory  allowances,  and  the 
rate  or  rates  of  duty  chargeable  on  each  assessment. 
The  Surveyor  attends  meetings  and,  where  required, 
explains  the  figures,  but  the  Commissioners  do  not 
consider : — 

(a)  any  cases  under  £500; 

(b)  any  cases  of  £500  and  upwards  where  the 

Surveyor  proposes  that  the  returns  shall 

be  accepted ; 

(c)  any  cases  of  £500  and  upwards  based  on 

accounts  agreed  by  the  Surveyor ; 

(d)  allowances  made  for  depreciation,  abatement, 

&c. ; 

(e)  rates  of  duty  charged. 

For  1917-18,  8,236  cases  were  marked  for  the  con- 
sideration of  the  Additional  Commissioners  by  their 
Clerk,  out  of  70,829  assessments. 

In  42  cases  the  figures  were  varied  by  the  Com- 
missioners, with  the  following  aggregate  net  effect 
(subject  to  reduction  on  appeal) : — 

Assessments  proposed  by  Surveyor  ...  £418,732 

Assessments  made  by  Commissioners  ...  £533,700 

These  figures  may  be  compared  with  the  total 
income  assessed  tinder  Schedule  D for  the  year  in 
question,  amounting  to  £185,664,477  as  already  given 
in  evidence  to  the  Royal  Commission. 

25.723.  (31)  General  Commissioners. — For  the  year 
1917-8  the  number  of  Schedule  D appeals  determined 
on  personal  hearing  by  the  Commissioners  was  13. 
The  number  settled  by  agreement  with  the  Surveyor 
was  9,769.  These  numbers  include  the  appeals 
arising  out  of  the  8,236  assessments  of  £500  and 


upwards  not  agreed  with  taxpayers  before  the 
assessments  were  made. 

25.724.  (32)  The  statistics  contained  in  the  fore- 
going paragraph  have  been  compiled  and  are  sub- 
mitted by  permission  of  the  Board  of  Inland  Revenue. 

II.  THE  REVALUATION  OF  LANDS,  HOUSES 
AND  BUILDINGS  FOR  THE  PURPOSE  OF 
ASSESSMENT  TO  INCOME  TAX,  SCHEDULE 
A,  IN  ENGLAND  AND  WALES  (EXCLUSIVE 
OF  THE  METROPOLIS). 

25.725.  (1)  In  the  official  evidence  submitted  on 
behalf  of  the  Board  of  Inland  Revenue  by  Mr.  W. 
Sharland,  it  has  been  explained  that  Income  Tax, 
Schedule  A,  is  charged  in  respect  of  the  ownership  of 
all  lands,  houses,  &c.,  in  the  United  Kingdom;  that 
the  basis  of  assessment  is  the  annual  value  of  the 
property;  and  that  these  annual  values  are  periodi- 
cally revised,  if  possible  once  in  five  years. 

25.726.  (2)  The  properties  in  England  and  Wales 
(exclusive  of  the  Metropolis)  assessable  under 
Schedule  A number  approximately  ten  millions,  and 
their  periodical  revaluation,  therefore,  constitutes  in 
itself  a task  of  very  great  magnitude.  Concurrently 
with  this  revaluation,  the  ordinary  work  of  Surveyors 
in  connection  with  the  assessment  of  the  tax  under 
Schedules  A,  B,  D and  E has  to  be  carried  on.  In 
these  circumstances,  it  will  be  readily  understood  that 
the  performance  of  the  work  of  the  periodical  revalua- 
tion has  hitherto  presented  an  administrative 
problem  of  acute  difficulty.  In  actual  fact,  the 
revaluations  have  been  rendered  practicable  only  by 
the  enforced  sacrifice  on  the  part  of  the  Surveyors, 
not  only  of  their  leisure  and,  holidays,  but  also,  in  too 
many  cases,  of  their  health.  The  completion  of  every 
revaluation  has  witnessed  a number  of  nervous  and 
physical  breakdowns  which  have  been  directly 
attributable  to  the  strain  of  prolonged  overwork.  The 
Revenue  also  has  suffered  severely,  not  only  as  regards 
the  efficiency  of  the  revaluation  itself,  but  in  con- 
nection with  the  inevitable  abandonment  or  relaxation 
of  other  more  remunerative  work  during  the  revalua- 
tion period. 

25.727.  (3)  The  Association  has  made  the  explora- 
tion of  the  question  of  revaluation  one  of  its  most 
anxious  concerns,  in  the  hope  of  being  able  to  devise 
methods  which  might  succeed  in  eliminating  entirely 
both  the  loss  of  revenue  and  the  administrative 
difficulties. 

The  last  revaluation  was  made  in  1910-11,  and  a 
representative  committee  was  then  appointed  by  the 
Association  to  reconsider  the  problem  in  the  light  of 
the  experience  gained  by  Surveyors  during  that 
revaluation.  The  solution  of  the  problem  before  that 
committee  was  restricted  by  the  important  considera- 
tion that  the  adoption  of  remedies  involving  legislation 
would  not  rest  with  the  Board  of  Inland  Revenue 
alone. 

The  appointment  of  a Royal  Commission  with 
powers  to  recommend  extensive  legislative  changes  has 
enabled  the  Association  again  to  consider  the  revalua- 
tion question,  unhampered  by  restriction  to  merely 
departmental  changes  of  procedure. 

25.728.  (4)  The  purpose  of  the  present  evidence  is 
to  submit  for  the  consideration  of  the  Royal  Com- 
mission the  conclusions  at  which  the  Association  has 
arrived. 

25.729.  (5)  It  is  desirable,  at  the  outset,  to  call 
attention  to  the  loss  of  Revenue  inseparable  from  the 
method  hitherto  adopted  of  either  a quinquennial  or 
triennial  revaluation.  This  loss  arises  in  two  ways. 

25.730.  (6)  There  is,  first,  the  direct  loss  which 
arises  during  non-revaluation  years,  owing  to  the  fact 
that,  whilst  in  practice  assessments  on  properties 
which  have  decreased  in  annual  value  are  reduced, 
assessments  on  properties  which  have  increased  in 
annual  value  cannot  be  raised  unless  the  increase  is 
due  to  a structural  alteration.  This  loss,  which  begins 
in  the  year  next  following  the  revaluation  year  and 
increases  rapidly  through  succeeding  non-revaluation 
years,  is  discussed  by  Dr.  Stamp  in  his  “British 
Incomes  and  Property  ” (pages  31-36d).  With  the 
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liigli  rates  of  tax  now  prevailing,  the  loss  from  this 
cause  has  become  substantial. 

25.731.  (7)  The  second  source  of  loss  is  directly 
attributable  to  the  conditions  (indicated  in  para- 
graph (2)  ) under  which  the  work  of  the  revaluation 
year  has  hitherto  been  conducted.  The  strength  of 
the  permanent  staff  of  the  Tax  Surveying  Branch  has 
always  been  arranged  by  reference  to  the  work  of  an 
ordinary  non-revaluation  year,  the  practice  having 
been  to  sanction,  during  the  revaluation  year,  the 
engagement  of  untrained,  temporary  clerical  assist- 
ance, a most  undesirable  system.  Speaking  generally, 
additions  to  the  permanent  staff  have  not  hitherto 
kept  pace  with  the  continuous  increase  in  work, 
caused,  on  the  one  hand,  by  the  increase  in  wealth 
and  population,  and,  on  the  other  hand,  by  the  in- 
crease in  complexity — both  in  the  tax  itself  and  in  the 
conditions  of  commerce  and  industry.  As  a conse- 
quence, the  staff  has  never  been  adequate  to  enable 
even  the  normal  work  to  be  carried  out  with  full 
efficiency.  Whenever,  therefore,  it  has  become  neces- 
sary to  undertake  the  very  great  additional  burden 
of  a revaluation,  there  has  ensued  a period  of  violent 
strain,  during  which  the  quality  of  the  work  has 
inevitably  suffered.  The  result  is  that  not  only  has 
loss  arisen  under  Schedule  D owing  to  the  inability 
of  the  Surveyor  either  to  pursue  the  usual  number  of 
enquiries  or  to  devote  as  much  time  as  usual  to  the 
examination  of  accounts,  &c.,  but  the  revaluation 
work  itself  has  been  done  with  less  accuracy  than 
would  have  been  attained  under  reasonable  conditions, 
with  results  that  have  adversely  affected  the  assess- 
ments under  Schedules  A and  B throughout  the 
succeeding  non-revaluation  years. 

25.732.  (8)  Owing  to  the  great  increase  in  the 
complexity  of  the  tax  since  the  last  revaluation  year 
(1910-11)  and  to  the  consequent  increase  of  pressure 
during  a normal  year,  it  follows  that  any  attempt  to 
proceed  on  the  lines  hitherto  adopted  must  inevitably 
result,  not  only  in  great  hardship  to  the  staff,  but 
also  in  a loss  to  the  Revenue  which  it  would  be  difficult 
to  defend. 

25.733.  (9)  In  these  circumstances,  the  Association 
submits  that  no  solution  of  the  problem  can  be  satis- 
factory that  does  not  permit  of  the  work  of  each  year 
being  accomplished  by  the  permanent  staff  in  normal 
hours. 

25.734.  (10)  Various  proposals  have  been  put  for- 
ward, including  those  mentioned  in  paragraph  5 of 
Mr.  Sharland’s  evidence-in-chief  (Q.  20,919),  but  al- 
though the  suggestion  in  that  evidence  that  the  re- 
assessment of  any  area  begun  during  a particular  year 
should  not  become  effective  until  the  year  following 
embodies  a principle  that  will,  it  is  submitted,  be  most 
valuable  in  dealing  with  the  first  revaluation  to  be 
made  under  post-war  conditions,  none  of  the  proposals 
yet  advanced  affords,  in  the  opinion  of  the  Associa- 
tion, a satisfactory  solution  of  the  general  problem  of 
revaluation. 

25.735.  (11)  With  regard  to  the  proposal  made  in  the 
course  of  Mr.  Sharland’s  evidence  that  the  country 
as  a whole  should  be  divided  into  areas  (about  five  in 
number)  and  that  each  one  of  such  areas  should  be 
re-assessed  annually,  such  a scheme  would  necessitate 
the  provision  of  a special  travelling  staff  moving  from 
one  area  to  another.  Such  a peripatetic  staff  would 
be  much  more  costly  than  a fixed  staff  of  the  same 
size,  and  in  many  cases  it  would  be  necessary  to 
engage  during  the  revaluation  year  temporary  offices 
in  order  to  accommodate  the  special  staff.  Another 
drawback  would  be  that  the  local  knowledge  acquired 
by  the  district  Surveyors  would  be  largely  wasted. 

25.736.  (12)  As  regards  the  alternative  proposal  to 
divide  each  Surveyor’s  district  into  about  five  por- 
tions, one  portion  to  be  re-assessed  every  succeeding 
year,  it  may  be  pointed  out  that  many  districts  do 
not  lend  themselves  easily  to  such  a division,  e.g.,  in 
large  towns  a district  may  comprise  from  one  to  three 
parishes  only,  and  in  rural  areas  may  comprise 
numerous  divisions  of  unequal  size.  Great  difficulties 
would  also  be  experienced  when  the  areas  of  districts 
were  altered,  owing  to  the  risk  of  confusion  as  regards 


the  valuation  periods  in  the  districts  affected. 
Altogether,  the  Association  is  of  opinion  that  any 
such  scheme  would  prove  impracticable. 

25.737.  (13)  The  scheme  which  the  Association 
desires  to  submit  for  the  consideration  of  the  Royal 
Commission  is  as  follows  : — 

(o)  The  Surveyor  of  Taxes  should  be  empowered 
to  revalue  any  lands,  houses  or  buildings 
, once  during  any  year. 

(b)  The  owner  or  occupier  of  any  property  should 

have  the  right  of  appealing  once  during 
any  year  against  the  valuation  of  his 
premises,  whether  such  valuation  has  been 
revised  during  that  year  or  not. 

(c)  The  valuation  roll  should  be  separate  and 

distinct  from  the  Schedule  A assessment 
book,  and  should  contain  the  particulars 
essential  to  the  determination  of  the  annual 
value  as  well  as  the  amount  of  such  annual 
value. 

(d)  The  Schedule  A assessment  book  should  con- 

tain the  annual  value  as  appearing  in  the 
valuation  roll,  together  with  particulars 
of  all  deductions  and  allowances  to  be  made 
therefrom  in  arriving  at  the  taxpayer’s  net 
liability. 

25.738.  (14)  It  would  be  an  essential  condition  of  ■ 
this  system  that  the  functions  of  the  Assessor  of  Taxes 
in  revaluation  years  with  regard  to  the  issue  of  forms 
of  return  under  Schedules  A and  B and  to  the  making 
of  the  assessments  should  be  transferred  to  the  Sur- 
veyor i.e.,  that  the  Surveyor  should  become  the 
Assessor  in  eveTy  year,  as  he  is  now  in  every  year 
except  a revaluation  year. 

25.739.  (15)  Under  the  proposed  plan  the  Surveyor 
would  take  cognisance  of  all  circumstances  indicating 
either  an  increase  or  a decrease  in  the  annual  value 
of  properties  in  his  district,  and  would  keep  the 
valuation  roll  constantly  under  revision.  The  work 
in  connection  with  the  valuation  roll  would  thus 
form  part  of  the  regular  annual  work  of  the  district. 

25.740.  (16)  Amongst  the  sources  of  information  of 
which  use  could  be  made  in  connection  with  the 
revision  of  the  valuation  roll  may  be  instanced : — 

(a)  extracts  from  Poor  Rates  showing  all  new  and 

altered  ratings  and  changes  of  occupiers 
since  the  date  of  the  previous  rate; 

( b ) information  contained  in  Income  Tax  returns, 

accounts  and  claims  of  repayment,  showing 
changes  of  ownership  and  rents ; 

(c)  local  directories  and  registers  of  voters  for 

Parliamentary  and  Local  Government  pur- 
poses, affording  information  as  to  new- 
comers, &c. 

25.741.  (17)  The  transfer  to  the  Surveyor  of  the 
duty  of  issuing  the  forms  of  return  and  of  making  the 
valuations  and  the  assessments  under  Schedule  A 
should  carry  with  it  the  power  to  require  owners  and 
occupiers  of  property  to  make  returns  of  annual  value 
or  of  rent  and  conditions  of  tenancy,  as  the  case 
might  be. 

25.742.  (18)  In  practice,  forms  of  return  would  be 
issued  where  found  necessary  as  a result  of  the  infor- 
mation obtained,  as  indicated  in  paragraph  (16),  or 
where  the  particulars  recorded  in  the  valuation  roll 
from  returns  received  in  previous  years  showed  that 
a particular  lease  or  agreement  had  expired. 

25.743.  (19)  It  would  be  open  to  the  Board  of 
Inland  Revenue  in  any  year  to  direct,  with  regard  to 
any  parish,  that  a complete  check  should  be  made  of 
the  valuation  roll  for  that  parish,  with  a view  to 
ensuring  that  the  assessments  on  any  properties  which 
had  increased  in  annual  value,  but  particulars  of 
which  had  not  come  to  light  in  the  ordinary  annual 
revision  should  be  properly  adjusted.  This  would 
not  involve  a revaluation  of  the  whole  parish,  but 
only  of  such  properties  as  were  found  to  require 
revaluation. 

25.744.  (20)  The  frequency  with  which  this  com- 
plete check  would  be  required  to  be  made  w'ould 
vary  with  local  circumstances.  Where  experience 
showed  that  in  a particular  locality  there  had  been 
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no  pronounced  upward  movement  of  annual  value 
the  intervals  would  be  longer;  where,  on  the  other 
hand,  as  in  the  case,  for  example,  of  a rising  seaside 
resort  or  a rapidly  developing  industrial  town,  such 
a movement  was  in  progress,  the  intervals  would  be 
shorter. 

25.745.  (21)  It  is  not  suggested  that  the  valuation 
roll  should  be  binding  for  any  purposes  other  than 
for  Income  Tax,  House  Duty  and  (where  the  annual 
value  under  Schedule  A is  already  binding)  for  Land 
Tax  purposes,  but  local  rating  authorities  might  be 
given  the  right  to  be  furnished  with  a copy  of,  or 
extracts  from,  the  roll  on  due  notice  being  given. 
Local  authorities  do  now  frequently  obtain  copies  of 
the  Schedule  A valuation  for  the  purposes  of  local 
rating  valuation.  It  may  be  pointed  out  in  this  con- 
nection that  the  annual  value  assessed  to  Income  Tax, 
Schedule  A,  represents  the  annual  value  to  the 
owner  as  distinct  from  the  rating  basis  of  annual  value 
to  the  occupier.  For  instance,  suppose  that  in  the 
same  road  there  are  six  precisely  similar  houses,  all 
owned  by  the  Bame  person,  but  let  under  agreement 
made  at  various  dates.  For  rating  purposes  it*  is 
right  that,  in  any  given  year,  each  of  the  houses  in 
question  should  be  assessed  at  the  same  rateable  value. 
For  Income  Tax  purposes,  however,  what  is  aimed  at 
is  the  income  derived  by  the  owner  from  the  property. 
If,  therefore,  it  should  happen  that,  on  the  expiration 
of  a particular  agreement,  the  rent  of  one  of  the 
houses  should  be  raised  or  reduced,  the  Schedule  A 
assessment  should  be  increased  or  reduced  accordingly . 
The  result  might  well  be  that,  in  any  given  year,  some 
of  the  houses  would  for  Income  Tax  purposes  be 
assessed  at  one  figure,  some  at  another,  and  others, 
again,  at  a different  figure.  Such  a result  may,  and 
does;  equally  occur  under  the  present  system  in  the 
revaluation  year,  and  whilst  subsequent  reductions 
can  be  secured  by  the  taxpayer,  increases  cannot  be 
assessed  until  the  next  revaluation  year. 

25.746.  (22)  As  stated  by  Mr.  Sharland  in  his 
evidence-in-chief,  if  and  when  a general  Valuation 
Bill  for  Imperial  and  local  purposes  is  again  intro- 
duced, the  whole  question  of  the  basis  of  assessment 
to  Income  Tax,  Schedule  A,  as  compared  with  the 
basis  of  assessment  for  rating  purposes,  must  neces- 
sarily come  up  for  reconsideration. 

25.747.  (23)  With  regard  to  the  transitional  stage 
which  would  necessarily  precede  the  full  operation  of 
the  suggested  scheme,  it  is  submitted  that  steps  could 
be  taken  to  commence  the  preparation  of  the  first 
valuation  roll,  power  being  taken  to  require  returns 
of  rents  or  annual  value.  Meanwhile,  the  usual 
annual  “continuing”  section  could  be  continued. 
As  soon  as  the  preparation  of  the  first  valuation  roll 
was  complete,  the  roll  could  be  brought  into  operation 
by  a provision  in  the  following  Finance  Act. 

III.  CERTAIN  ASPECTS  OF  GRADUATION  AND 
DIFFERENTIATION . 

25.748.  (1)  The  purpose  of  the  following  evidence 
is : — 

(a)  to  summarize  the  principal  advantages  and  dis- 
advantages of  the  existing  method  of  graduation  and 
differentiation ; 

(b)  to  suggest  an  amelioration  of  the  principal  in- 
equality arising  under  that  method  ; and 

(c)  to  examine  various  possible  methods  of  securing 
either  smooth  graduation  or  a close  approximation 
thereto. 

Advantages  of  the  existing  system. 

25.749.  (2)  (a)  The  system  is  fairly  veil  understood 
by  the  taxpayer. 

(b)  It  is  reasonably  workable  in  conjunction  with 
the  maintenance  of  the  indispensable  principle  of 
taxation  at  the  source. 

(c)  It  is  based  upon  broad  zones  within  which  com- 
ponent parts  of  an  income  can  be  charged  at  a final 
rate. 

(d)  Generally  speaking,  it  enables  differentiation  to 
be  effected  by  the  application  to  earned  incomes  of 
specific  rates  of  tax. 


(e)  The  method  of  computing  the  tax  chargeable  is 
the  same  throughout  the  scale  up  to  the  point  at 
which  Super-tax  commences. 

(/)  Above  a certain  point,  the  apparent  rate  is  a 
reasonably  near  approximation  to  the  effective  rate. 

( g ) The  development  of  the  application  of  the  prin- 
ciple of  graduation  by  a progression  of  increasing 
rates  and  diminishing  abatements  has  been  gradual 
and  evolutionary. 

Disadvantages  of  the  existing  system. 

25,750.  (3)  (a)  The  graduation  of  the  tax,  whilst 
generally  smooth,  is  subject  to  abrupt  risas  at  certain 
points.  It  might  be  argued  that  the  “relief”  at 
margins  granted  at  these  points  could  equally  be 
described  as  the  imposition  of  a tax  at  the  rate  of  20s. 
in  the  £ on  a certain  portion  of  the  income. 

(b)  In  the  case  of  “ mixed  ” incomes  (consisting 
partly  of  earned  and  partly  of  unearned  income)  the 
benefit  of  differentiation  in  favour  of  the  earned 
portion  is  frequently  nullified  in  cases  of  compara- 
tively small  incomes  and  of  incomes  falling  within 
the  “ marginal  fields.”  (See  Annexe  I,  Example  1.) 

(c)  The  exemption  limit  is  fixed  at  the  same  figure 
alike  for  earned  incomes  and  unearned  incomes, 
despite  the  fact  that  the  principle  of  differentiation 
is  recognized  in  the  zone  between  the  exemption  limit 
and  £2,500. 

(d)  The  practice  of  allowing  “ unearned  income 

relief  ” ( i.e .,  the  amount  of  overcharge  suffered  by  a 
taxpayer  on  Income  Tax  at  its  source  at  the  full 
standard  rate)  as  a deduction  from  the  tax  chargeable 
in  direct  assessments  is  open  to  abuse  and  to  possible 
leakage  of  revenue.  This  risk  of  leakage  is  increased 
where  dividends  are  subjected  to  less  than  the 
standard  rate  of  deduction  in  consequence  of  the 
allowance  of  Colonial  Income  Tax  relief.  ( See 

Annexe  I,  Examples  2,  3 and  4.) 

( e ) The  allocation  of  reliefs  in  the  case  of  a tax- 
payer whose  income  is  derived  from  several  sources  or 
places,  although  he  may  make  an  inclusive  return  for 
the  purpose  of  claiming  such  reliefs,  is  sometimes  con- 
fusing to  the  taxpayer’s  mind. 

(/)  The  system  as  a whole  is  complex,  involving 
various  rates,  abatements  and  reliefs. 

Suggested  amelioration  of  the  principal  inequality 
in  the  existing  system. 

25.751.  (4)  The  feature  of  the  existing  system 
which  is  most  open  to  criticism  is  that  of  the  abrupt 
rises  or  jumps  referred  to  in  paragraph  3 (a).  We 
feel  bound  to  say,  however,  that,  judging  from  our 
experience  with  the  public,  this  defect  does  not 
appear,  speaking  generally,  to  give  rise  to  any  acute 
dissatisfaction.  As  a matter  of  fact,  we  believe  that 
with  few  exceptions  the  attitude  of  the  relatively 
small  proportion  of  taxpayers  whose  incomes  fall 
within  the  marginal  fields  is  one  of  tacit  acquiescence 
in  aud  acceptance  of  the  present  method. 

25.752.  (5)  In  our  opinion  it  is  virtually  impossible 
to  devise  any  system  of  graduation  and  differentiation 
which,  whilst  preserving  unimpaired  the  essential  prin- 
ciple of  taxation  at  the  source,  will  completely  avoid 
the  inequalities  of  the  existing  system  and  will,  at  the 
same  time,  possess  the  merit  of  simplicity.  As  we 
show  in  paragraphs  14  to  22,  not  one  of  the  schemes 
which  have  so  far  been  placed  before  the  Royal  Com- 
mission completely  fulfils  these  conditions.  We  our- 
selves are  submitting  for  consideration  another  scheme 
(see  paragraphs  23  to  30)  which  appears  to  us  to  offer 
some  balance  of  advantage  over  the  schemes  already 
submitted,  but  we  frankly  admit  that  this  scheme  also 
leaves  much  to  he  desired  from  the  point  of  view  of 
securing  a thoroughly  workable  and  intelligible  tax. 

25.753.  (6)  In  these  circumstances  we  suggest 
that  whilst  the  general  scheme  of  the  existing  system 
of  graduation  and  differentiation  should  be  retained, 
a reasonable  practical  solution  of  the  difficulty  in 
regard  to  marginal  relief  might  be  found  by  sub- 
stituting for  the  present  plan  of  taking  the  whole 
of  the  income  within  the  marginal  fields  a plan 
under  which  an  increasing  proportion  of  the  income 
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within  those  fields  would  be  taken.  For  instance,  it 
might  be  arranged  that:  — 

50  per  cent,  of  the  marginal  income  should  be 
paid  over  at  the  point  of  £1,000  and  under, 
62^  per  cent,  of  the  marginal  income  should  be 
paid  over  at  the  point  of  £1,500, 

75  per  cent,  of  the  marginal  income  should  be 
paid  over  at  the  point  of  £2,000, 

100  per  cent,  of  the  marginal  income  should  be 
paid  over  at  the  point  of  £2,500. 

25.754.  (7)  Although  as  will  be  seen  by  reference 
to  the  Table  in  Annexe  2,  this  plan  would  result  in 
an  enlargement  of  the  marginal  fields,  the  latter 
would  nevertheless  be  substantially  less  than  those 
which  would  result  from  the  adoption  of  Mr. 
Hopkins’  suggestion  of  double  duty  (Minutes  of 
Evidence,  paragraphs  4025 — 4027),  and  they  would 
not  in  any  way  jeopardize  the  workableness  of  the 
tax. 

25.755.  (8)  Speaking  as  the  representatives  of  the 
officials  upon  whom  falls  the  brunt  of  the  work  of 
administering  the  Income  Tax,  we  venture  to  urge 
upon  the  consideration  of  the  Royal  Commission  the 
cardinal  importance  of  ensuring,  when  dealing  with 
a tax  directly  affecting  millions  of  taxpayers  of  all 
classes,  that  the  method  adopted  shall  be  reasonably 
workable  having  regard  to  the  actual  conditions 
under  which  the  tax  must  in  practice  he  ad 
ministered. 

Various  methods  of  securing  smooth  or  nearly  smooth 
graduation. 

25.756.  (9)  In  case  the  Royal  Commission  should 
decide  not  to  recommend  the  retention  of  the  present 
system,  it  is  proposed  in  the  following  paragraphs, 
first,  to  examine  the  various  possible  methods  of 
securing  either  smooth  or  nearly  smooth  graduation, 
then  to  deal  with  various  schemes  which  have  already 
been  laid  before  the  Royal  Commission,  and  finally 
to  submit  for  consideration  a further  scheme,  which, 
in  our  opinion,  as  indicated  in  paragraph  5,  offers 
some  balance  of  advantage  over  the  other  schemes 
referred  to. 

Smooth  graduation  expressed  in  the  form  of  a 
tabular  tax. 

25.757.  (10)  The  discussion  of  graduation  may  be 
facilitated  hy  reference  to  a graph  showing  the 
amount  of  tax  per  unit  of  income.  Such  a graph  has 
been  constructed  and  appears  in  Appendix  No.  44,  the 
plain  black  line  illustrating  the  incidence  of  the  tax 
on  unearned  income  under  the  existing  system.  On 
the  principle  of  proportioning  the- tax  to  “ ability  to 
pay,”  it  might  be  expected  that  the  curve  represent- 
ing the  amount  of  tax  payable  should  continually 
ascend.  In  order  not  to  affect  the  present  yield  of 
the  tax  adversely,  this  curve  might  be  made  to 
follow  the  general  course  of  the  plain  black  line. 

25.758.  (11)  For  practical  purposes,  the  adoption  of 
any  such  curve  would  resolve  itself  into  a “ tabular  ” 
tax,  i.e.,  it  would  be  necessary  to  specify  for  each 
successive  pound  of  income  the  amount  of  tax  pay- 
able. In  view  of  the  very  wide  range  of  incomes  to 
be  provided  for,  the  table  of  amounts  of  tax  might 
be  very  voluminous. 

25.759.  (12)  Unless,  however,  differentiation  in 
favour  of  earned  income  were  either  abolished  or 
effected  by  a totally  different  method  from  that  now 
employed,  it  would  be  extremely  difficult,  if  not  im- 
possible, to  apply  a “tabular”  tax  to  “mixed”  incomes. 
Having  regard  to  the  necessity  for  maintaining  tax- 
ation at  the  source  and  to  the  system  under  which 
different  classes  of  income  are  dealt  with  in  different 
schedules,  we  believe  that  it  can  be  shown  con- 
clusively that  the  adoption  of  the  “tabular”  tax  is 
not  from  the  administrative  point  of  view  reason- 
ably practicable. 

Approximately  smooth  graduation. 

25.760.  (13)  The  securing  of  absolutely  smooth 
graduation  being  impracticable,  it  remains  to  be  seen 
whether  a workable  method  of  securing  approxi- 


mately smooth  graduation  can  be  devised.  Three 
possible  methods  may  be  considered,  namely:  — 

(1)  the  present  system,  with  an  extension  of 
marginal  relief; 

(2)  the  present  system,  with  an  increase  in  the 
number  of  “ zones  ” and  a corresponding  increase  in 
the  number  cf  rates  of  tax  (“  small  zone  ” method); 

(3)  the  substitution,  for  a smooth  curve,  of  a 
series  of  chords  (“  chord  zone  ” method). 

Extension  of  marginal  relief. 

25.761.  (14)  The  schemes  outlined  by  Mr.  Hopkins 
in  paragraphs  4024  and  4025  of  the  Minutes  of  Evi- 
dence are  examples  of  the  method  of  extended  mar- 
ginal relief.  Both  of  these  schemes  would  involve  a 
very  serious  extension  of  the  undesirable  marginal 
fields.  Under  the  first  scheme  the  marginal  ranges 
in  the  case  of  earned  incomes  would  be  as  follows:  — 

Marginal  point.  - Present  New  marginal 

marginal  field.  field. 

£ £ £ 

500  18  43 

1.000  46  120 

1,500  73  205 

2.000  134  316 

(This  scheme,  where  it  involves  a departure  from  the 
present  system,  is  graphically  represented  for  un- 
earned incomes  (sec  Appendix  No.  44.)  The  second 
scheme  would,  in  particular,  involve  a marginal  field 
on  earned  incomes  ranging  from  £500  to  £600,  a zone 
which  embraces  a very  large  number  of  taxpayers — 
about  90,000. 

25.762.  (15)  Although  exact  statistics  aie  not  avail- 
able, it  is  probable  that  the  number  of  taxpayers 
affected  would  under  both  the  schemes  in  question  be 
increased  from  about  20,000  to  more  than  100,000. 
Apart  from  the  additional  labour  involved  by  such  an 
increase,  the  fact  that  a very  much  larger  body  of 
taxpayers  would  come  within  the  operation  of  mar- 
ginal relief,  might  tend  to  give  rise  to  an  increasing 
volume  of  complaint. 

Small  zones. 

25.763.  (16)  The  adoption  of  the  small  zone  method, 
whilst  mitigating  the  existing  hardship,  would  not 
only  multiply  the  number  of  marginal  fields,  but 
would  also  multiply  the  number  of  rates.  From  the 
point  of  view  of  the  taxpayer,  this  would  mean  a 
serious  increase  in  the  complexity  of  the  tax.  From 
the  administrative  point  of  view,  there  would  be  the 
objection  that  the  contraction  of  the  broad  £500  zone 
would  necessitate  intensified  scrutiny  of  the  annual 
returns. 

Chord  zones. 

25.764.  (17)  An  example  of  the  “chord  zone” 
system  is  afforded  by  the  existing  Super-tax.  In  our 
opinion,  however,  the  multiplicity  of  rates  applicable 
under  a Super-tax  method  to  the  components  of  a 
single  income  would  involve  serious  practical  difficul- 
ties (which  could  not  be  surmounted  by  the  mere 
substitution  of  a series  of  factors  for  a series  of  rates 
as  proposed  by  Mr.  Schooling)  and  would  also  be  con- 
fusing to  the  general  taxpayer. 

25.765.  (18)  Another  example  of  the  “ chord  zone  ” 
system  is  to  be  found  in  the  method  described  by  Mr. 
Hopkins  in  paragraphs  4029-4042  of  the  Minutes  of 
Evidence.  The  graph  for  this  method  is  shown  in 
Appendix  No.  44. 

25.766.  (19)  Although  this  particular  method  pos- 
sesses the  advantages  of  smoothness  and  equity  in  the 
final  result,  we  believe  that  the  complications  involved 
would  not  only  prevent  it  from  being  readily  under- 
stood by  the  general  taxpayer  but  would  also  result 
in  great  practical  difficulties.  An  example  of  the 
application  of  the  scheme  is  given  in  Annexe  3. 

25.767.  (20)  Bearing  in  mind  that  in  the  case  of 
incomes  between  £500  and  £2,500,  it  would  be  neces- 
sary, in  order  to  determine  the  amount  of  tax  pay- 
able, to  ascertain  the  exact  amount  of  the  taxpayer’s 
income  (unless  as  at  present  a conventional  basis  were 
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adopted),  and  that  the  explanation  of  such  features 
as  the  Life  Assurance  allowance  exemplified  in  para- 
graph 4038  of  the  Minutes  of  Evidence  would  fre- 
quently prove  distracting  to  the  official  as  well  as  to 
the  taxpayer,  we  consider  that  Mr.  Hopkins’  own 
description  of  the  scheme,  as  “ complicated  and  diffi- 
cult to  administer,”  would  probably,  in  practice,  prove 
to  he  an  understatement. 

25  768.  (21)  A considerable  simplification  of  the 
scheme  in  question  might  be  effected  by  substituting 
for  the  proposals  in  regard  to  personal  allowances 
contained  in  paragraphs  4034-4038  of  the  Minutes 
of  Evidence  either  a fixed  rate  of  allowance  or  a deduc- 
tion from  total  income  of  the  amount  of  the  personal 
allowance  in  computing  the  amount  of  taxable  income 
for  the  purpose  of  determining  the  rate  of  tax  and 
the  amount  of  abatement. 

25.769.  (22)  For  example,  it  would  be  practicable 
to  make  allowance  for  Life  Assurance  premiums  at 
a fixed  rate  of,  say,  3s.  in  the  £ no  matter  how  great 
the  total  income,  subject,  if  desired,  to  a restricted 
rate  of  2s.  3d.  in  the  case  of  earned  incomes  where 
the  total  income  does  not  exceed  £500.  Similarly, 
the  “ chargeable  ” income  of  a man  with  a wife 
and  one  child  and  a total  actual  income  of  £550 
would  be  (after  deducting  the  personal  allowances 
of  £90)  £460,  entitling  him  to  the  full  suggested 
abatement  of  £120  and  to  the  rate  appropriate  to 
incomes  not  exceeding  £500.  There  would-  still 
remain  the  problem  of  marginal  relief  at  the  points 
at  which  the.  personal  allowances  ceased. 

Alternative  scheme  referred  to  in  paragraph  9. 

25.770.  (23)  There  is,  however,  another  method 
which  we  believe  would  secure  approximately  smooth 
graduation  with  less  difficulty  than  the  method  sug- 
gested by  Mr.  Hopkins  and  which  would  also  largely 
eliminate  marginal  fields,  including  the  jump  of 
£13  10s.  in  tax  at  the  £500  limit  referred  to  in 
paragraph  4040  of  the  Minutes  of  Evidence. 

25.771.  (24)  The  basis  of  this  suggested  alternative 
method  is  that  of  a “ zone  ” system  of  increasing 
rates  and  increasing  abatements  as  compared  with 
the  present  system  of  increasing  rates  and  diminish- 
ing abatements.  The  theoretical  basis  of  the  scheme 
is  explained  in  Annexe  5. 

25.772.  (25)  The  following  is  an  example  of  a scale 
of  graduatiqn  on  the  lines  suggested,  on  the  basis  of 
a standard  rate  of  6s.  in  the  £ : — 

Range  of  “ chargeable” 

incomes.  Abatement.  Rate  of  tax. 


£ 

£ 

3s.  4d. 

140  to 

500 

140 

501  „ 

950 

260 

5s. 

951  „ 

1,500 

375 

6s. 

If  a lower  exemption  limit  were  desired,  the  first 
range  of  “ chargeable  ” income  might  be  £100  to 
£500  with  an  abatement  of  £100  and  a rate  of  3s. 

25,773.  (26)  The  scale  could  be  extended  so  as  to 
comprise  incomes  in  the  range  between  £1,500  and 
£2,500,  but  in  view  of  the  fact  that  the  rate  in  the 
£ on  such  incomes  would  exceed  the  standard  rate 
of  6s.,  such  an  extension  would  bo  undesirable  on 
practical  grounds.  In  these  circumstances,  it  is  sug- 
gested that  in  the  case  of  incomes  exceeding  £1,500 
but  not  exceeding  £2,500,  (i.e.,  the  point  at  which 
Super-tax  commences),  the  necessary  graduation  could 
be  effected  by  charging  the  standard  6s.  rate  uni- 
formly on  ali  component  assessments  and  allowing 
either  a gradually  decreasing  abatement  or  rebate 
of  duty. 

The  method  of  allowing  a gradually  decreas- 
ing abatement  is  open  to  certain  of  the  objec- 
tions urged  in  paragraph  20  against  that  portion 
of  Mr.  Hopkins’  scheme  which  relates  to  incomes 
between  £500  and  £1,500.  In  view,  however,  of  the 
fact  that  the  number  of  chargeable  incomes  in  the 
range  between  £1,500  and  £2,500  is  only  about  70,000 
as  compared  with  more  than  400,000  incomes  in  the 
range  between  £500  and  £1,500,  it  will  be  seen  that 
the  difficulties  under  the  alternative  scheme  now 
proposed  would  be  felt  only  in  a comparatively  re- 
stricted field.  Further,  the  progressive  reduction  of 


the  abatement  from  £375  to  zero  as  the  income  rises 
from  £1.500  to  £2,500  could  be  readily  effected  by 
diminishing  the  abatement  abruptly  by  £3  for  every 
advance  of  £8  of  income.  This  would  involve  125 
“ jumps”  of  18s.  tax,  but  as  this  amount  is  trivial 
in  comparison  with  the  income  affected  we  believe 
that  the  adoption  of  such  a method  would  not  entail 
any  serious  risk  of  friction  with  the  taxpayer. 

25,774.  (27)  So  far  as  regards  incomes  not  exceed- 
ing £1,500 — a range  which  comprises  about  96  per 
cent,  of  the  total  number  of  incomes  chargeable 
— the  suggested  scheme  would  possess  the  following 
advantages : — 

(a)  the  graduation  would  be  perfectly  smooth ; 

( b ) marginal  relief  would  disappear  except  at 

the  points  where  personal  allowances 
cease; 

(c)  owing  to  the  fact  that  in  the  range  of  in- 

comes from  £950  to  £1,500  (probably  about 
100,000)  the  standard  rate  applies,  the 
necessity  for  granting  unearned  income 
relief  would  disappear  altogether  within 
that  range; 

(d)  in  the  range  of  incomes  from  the  exemption 

limit  to  £950,  the  danger  of  leakage  in 
respect  of  unearned  income  relief  would 
be  diminished,  since  the  excess  rates  on 
which  such  relief  is  reckoned  would  be 
reduced ; 

(e)  the  zones  are  sufficiently  large  to  enable 

assessments  to  be  correctly  made  on  parts 
of  a taxpayer’s  income  without  knowing 
the  exact  amount  of  the  total  income; 

(/)  the  number  of  ordinary  rates  of  tax  employed 
would  be  reduced  from  6 to  3. 

( g ) the  scheme  is  readily  adaptable  to  any  varia- 
tion of  the  tax  from  one  year  to  another 
which  Budget  requirements  may  demand. 

25.775.  (28)  Differentiation  could  be  affected — 

(a)  by  charging  only,  say,  three-fourths  of  the 
‘ first  £1,200  of  the' earned  portion  of  the 
income  (thus  restricting  the  maximum 
deduction  to  £300)  whilst  charging  the  full 
amount  of  the  unearned  portion  plus  any 
excess  of  earned  income  over  £1,200 ; or 

(5)  by  charging  only  three-fourths  of  the  amount 
by  which  the  first  £1,200  of  the  earned 
portion  of  the  income  exceeds  the  exemp- 
tion limit;  or 

(c)  by  charging  the  whole  of  the  earned  portion 
at  the  appropriate  scale  rate  and  allowing 
from  the  tax  so  computed  9d.  in  the  £ 
on  the  amount  by  which  the.  earned  por- 
tion exceeds  the  exemption  limit. 

25.776.  (29)  If  differentiation  were  to  cease  when 
the  £2.500  limit  is  reached,  marginal  relief  would  be 
necessary  as  at  present.  Alternatively,  it  would  be 
open  to  retain  differentiation  (limited  to  a maximum 
allowance  of  £300)  irrespective  of  the  amount  of 
total  income,  in  which  event  the  necessity  for  mar- 
ginal relief  would  disappear. 

25.777.  (30)  The  practical  application  of  the  fore- 
going scheme  to  the  example  referred  to  in 
paragraph  19  is  given  in  Annexe  4. 

25.778.  ANNEXE  1. 

Example  1.  Loss  of  benefit  of  differentiation.  (See 

paragraph  3.) 

Total  income  £365,  consisting  of  £215  earned  and 
£150  unearned,  with,  say,  £90  wife  and  children 
allowances,  and  Life  Insurance  £5,  is  charged  as 
follows : — 

Earned  portion  £215  less  allowances  £215— Tax  nil. 

Unearned  portion  £150  at  3s. 

If  the  total  income,  £365,  were  wholly  unearned 
exactly  the  same  tax  would  be  payable. 
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Example  2.  Understatement  of  taxed  income.  ( See 
paragraph  3 (d).) 

Actual  income — 

£1,100  earned 

500  taxed  dividends. 

£1,600 

The  tax  ultimately  due  is — 

£1,100  at  4s.  6d.  = £247  10  0 
500  at  5s.  3d.  = 131  5 0 


Total  £378  15  0 


If  the  declared  income  is — 

£1,100  earned 

400  taxed  dividends 

Total  £1,500 

he  mav  ultimately  be  charged 

£1,100  at  3s.  9d.  = £206  5 0 
500  at  6s.  0d.=  150  0 0 


£356  5 0 

and  get  unearned  income  relief 

£400  at  Is.  6d.=  £30  0 0 

£326  5 0 

and  thus  deprive  the  Revenue 

of  the  sum  of  ...  ...  ...  £52  10  0 


Example  3.  Overstatement  of  taxed  income.  (See 
paragraph  3 (d).) 

Actual  income  as  in  Example  2. 

If  the  declared  income  is — 

£1,100  earned 

700  taxed  dividends 

Total  £1,800, 

he  may  get  excessive  relief  on  £200  at  9d.,  and  thus 
deprive  the  Revenue  of  £7  10s.  Od. 


Example  4.  Colonial  Income  Tax  relief.  (See 
paragraph  3 (d).) 

A taxpayer  may  return  : — 

Earned  income  ...  ...  ...  600 

Taxed  dividends  300 

Total  Income  900 

If  he  omits  to  make  it  clear  that  the  £300  divi- 
dends include,  say,  £50  from  a Colonial  company 
taxed  at  the  rate  of  3s.  6d.,  he  may  get  unearned 
income  relief  thereon  at  the  rate  of  2s.  3d.  on  the 
presumption  that  they  are  taxed  at  6s.  He  is,  in 
fact  entitled  to  no  further  relief  upon  a dividend 
taxed  at  3s.  6d.  only. 


25,779.  ANNEXE  2. 

Comparison  between  present  marginal  fields  and 

THOSE  WHICH  WOULD  RESULT  FROM  THE  ADOPTION 
OF  THE  PROPOSAL  IN  PARAGRAPH  6. 


Earned  income. 
Proposed 

Present 

marginal  fields. 

marginal  fields 

£ £ 

£ 

£ 

f 130  to  133  ... 

130  to 

131 

| 400  „ 406  ... 

400  , 

493 

50  per  cent.  .. 

J 500  .,  543  ... 

} 600  „ 613  ... 

500  , 

518 

600  , 

605 

700  „ 730  ... 

700  „ 

712 

L 1,000  „ 1,120  ... 

1,000  „ 

1,046 

62  J per  cent. 

. 1,500  „ 1,641  ... 

1,500  „ 

1,573 

75  percent.  . 

. 2,000  „ 2,154  ... 

2,000  „ 

2,102 

100  per  cent. 

..  2 500  „ 2,634  ... 

2,500  , 

2,634 

Unearned  income. 


Proposed 

Present 

marginal  fields. 

marginal  fields. 

£ 

£ 

£ 

£ 

f 130  to 

134  ... 

130  to  132 

1 400  „ 

409  ... 

400 

„ 404 

50  per  cent.  .. 

J 500  „ 
1 600  „ 

548  ... 
618  ... 

500 

600 

, 518 
, 607 

1 700  „ 

742  ... 

700 

, 716 

L 1,000  „ 

1,136  ... 

1,000 

, 1,048 

62£  per  cent. . 

. 1,500  „ 

1,655  ... 

1,500 

, 1,576 

75  per  cent.  . 

. 2,000  „ 

2,166  ... 

2,000 

,2,107 

Allowances  for  children,  wife,  tfcc.,  would  also  create 
a varying  margin  at  £800  and  affect  the  margin  at 
£1,000. 


25,780.  ANNEXE  3. 

Example  of  application  of  Mr.  Hopkins’  scheme 
REFERRED  TO  IN  PARAGRAPH  19. 

A taxpayer  makes  a return  of  his  total  income  at 
the  usual  date  to  the  Leicester  Assessor  as  follows  : — ■ 

Income  from  partnership  in 


Leicester 

£493— Sch.  I). 

,,  ,,  directorship  in 

London 

132 

,,  E. 

,,  ,,  directorship  in 

Manchester  ... 

60 

,,  E. 

,,  ,,  War  Loan  in- 

terest 

37 

„ E. 

,,  ,,  house  property 

in  Bury 

,,  ,,  taxed  invest- 

279 

,,  A 

ments 

184 

£1,185 

Less  ground  rent  on 

Bury  property...  £20 
,,  mortgage  interest 

on  Bury  property  40 

60 

Net  income,  less  charges  ... 
Life  Insurance  allowance 

£1,125 

(all  before  22/6/16)  ... 

£106 

It  is  ascertained  that  £279  is 

the  actual  total  of 

the  net  Schedule  A assessments 

at  Bury, 

and  it  is 

assumed  that  the  taxed  income 
stated.  * 

£184  is 

accurately 

The  Leicester  Surveyor  would  advise  London, 

Manchester  and  Bury  lespectively  to  raise 

the  follow- 

i ng  charges : — 

London  directors’  fees  ... 

£132  at  3s.  93. 

Manchester  do. 

60  „ 

3s.  9d. 

Bury  property 

219  „ 

4s.  6d 

60  „ 

6s. 

He  also  includes  £493 — £106  life  premium  at  3s.  9d. 
in  the  composite  assessment  on  the  Leicester  firm, 
and  raises  a separate  charge  of  £37  at  4s.  6d.  on  the 
War  Loan  interest. 

Then  he  makes  an  allowance  for  un- 
earned income  relief  on  £184  at 
Is.  6d.  deduction  from  duty  on  the 

firm’s  assessment  £13  16  0 

and  a further  allow- 
ance of  £ (1,500-1,125) 

= £375  at  Is.  6d.  = £28  2 6 

Less  (375 x ^xlOS)  pence  £2  19  8 


Net  £25  2 10  £25  2 10 


Total  allowance  £38  18  10 
If  a proper  explanation  of  the  resultant  assessment 
were  to  be  given  to  the  firm,  it  would  be  difficult  to 
prevent  the  other  partners  from  gaining  an  exact 
(and  not  merely  an  approximate)  knowledge  of  this 
partner’s  private  income. 
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It  might  happen  that  at  the  end  of  December  the 
London  company,  instead  of  voting  £132  directors’ 
fee  voted  only  £32.  This  would  give  no  trouble  to 
the  London  Surveyor,  who  would  reduce  his  charge 
to  £32  at  3s.  9d.,  but  it  would  cut  down  the  net  total 
income  from  £1,125  to  £1,025  and  involve  the  re- 
working of  the  Leicester  calculation  as  follows:  — 

£(1,500-1,025)  = £475  at  Is.  6d.  ...  £35  12  6 
Less  (475  x x 106)  pence 3 15  6 


Net  allowance...  ...  ...  £31  17  0 


On  the  first  instalment  there  would  then  have  been 
paid  £6  11s.  2d.  thus:  — 


Moiety  of  £72  11s.  3d. 

...  £36 

5 

S 

less  ,,  total  income 

rebate  

£15 

18 

6 

less  unearned  income  relief 

13 

16 

0 

net  payment  included  in  . 
firm’s  first  instalment  ... 

29 

14 

6 

6 

11 

2 

leaving  outstanding  on  the 

second  instalment 

20 

7 

1 

Total  

...  £26 

18 

3 

An  explanatory  letter  would  have  to  be  issued  to  the 
firm  outlining  the  cause  of  the  further  allowance  of 
£6  14s.  2d. 

Nor  might  this  end  the  matter.  Suppose  that,  at 
the  end  of  the  financial  year,  the  taxpayer  in  question 
found  that  some  of  his  Bury  property  had  stoo*d  empty 
during  the  last  quarter  of  the  year,  involving  a loss  of 
£63  in  rent.  His  total  net  income  would  then  be 
reduced  to  £962  and  this  would  necessitate  the  re- 
calculation of  his  liability  on  an  altogether  different 
formula,  thus:  — 

Share  of  partnership  £493 
Less  Life  Insur- 
ance premium  ...  106 


387  at  3s.  £58  1 0 

Less  abatement 

i (£1,000—962)  9 10  0 at  3s.  18  6 


£56  12  6 

But  the  taxed  investments  are  now  over- 
charged by  2s.  3d.  in  the  £ and  the 
unearned  income  relief  must  be  cor- 
rected to  £184  at  2s.  3d.  ...  ...  20  14  0 


Corrected  share  of  firm’s  assessment  ...  35  18  6 

The  tax  on  War  Loan  interest,  which  is 
not  levied  in  two  instalments,  would 
by  this  time  have  been  paid  in  full, 
and  a further  set-off  of  the  over- 
charge, £37  at  9d.  179 


would  leave  payable  as  part  of  the 

firm’s  assessment  £34  10  9 


The  London  and  Manchester  Surveyors  would  have 
to  be  advised  that  their  second  instalments  of  duty 
should  be  reduced  by  £32  at  9d.  and  £60  at  9d., 
respectively,  and  a similar  advice  would  be  sent  to 
the  Bury  Surveyor  in  regard  to  Schedule  A second 
instalment. 

The  original  charge  on  the  partnership  share,  as 
reduced  owing  to  the  alteration  of  the  London  direc- 
torship assessment  before  the  first  instalment  fell  due, 
was — 

£387  at  3s.  9d £72  11  3 

less  unearned  income  relief  £13  16  0 
„ “ total  income  ” rebate  31  17  0 

45  13  0 


£26  18  3 

At  this  stage  it  is  necessary  to  explain  that  it  is 
the  practice  to  allow  the  whole  of  the  unearned  income 
relief  from  the  first  instalment.  The  scheme  does  not 
indicate  how  the  "total  income”  rebate  would  be 
dealt  with  in  this  respect,  but  it  will  be  assumed  that 
it  is  spread  equally  between  the  two  instalments. 
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Of  the  finally  adjusted  liability  to  be  met  by  the 

partnership  assessment,  viz.: — £34  10  9 

he  has  paid  through  the  first  instalment...  6 11  2 


leaving  still  due  ...  ...  ...  ...  £27  19  7 


But  it  is  evident  that  the  second  instalment  is 
insufficient  to  meet  this  liability  by  £7  12s.  6d.  and 
the  difference  would  have  to  be  met  by  raising  an 
additional  assessment  on  the  firm  or  by  restricting 
the  reductions  of  some  of  the  other  assessments.  In 
either  case  the  ordeal  of  conducting  the  taxpayer 
through  all  these  labyrinthine  ramifications  iB  not 
one  to  be  contemplated  with  equanimity. 

It  is  not  pi’oposed  to  develop  any  subsidiary  pro- 
blems which  might  arise,  such  as  the  exact  rate  to  be 
given  for  Colonial  Income  Tax  relief,  or  the  rate  on 
which  allowance  is  to  be  made  for  bank  interest  paid 
in  full. 


25,781.  ANNEXE  4. 

Example  of  the  application  of  the  alternative 
SCHEME  REFERRED  TO  IN  PARAGRAPHS  23  TO  30. 

The  example  is  based  on  the  same  data  as  those 
given  in  Annexe  3. 

Assessments  would  in  the  first  instance  be  made  as 
follows : — 

Leicester  partnership,  Sch.  D,  three- 

fourths  of  £493  = £370 

Abatement  (part  of  £375)  ...  ...  £370 


Leicester  War  Loan  in- 
terest, Schedule  D.  ...  £37 

Less  balance  of 
abatement  ...  ...  5 


No  charge. 


£32  @ 6s.  = £9  12  0 

Less  Life  Insurance:  — 

(part  of  £106  at,  say,  3s.,  £15  18s.)  9 12  0 


No  charge 

London  directorship,  Schedule  E. 

Three-fourths  of  £132  = £99  at  6s.  £29  14  0 
Less  balance  of  Life  Insurance 

allowance  ...  ...  ...  ...  6 60 


Charge  ...  £23  8 0 

Manchester  directorship,  Schedule  E. 

Three-fourths  of  £60  = £45  @ 6s. 

Charge  ...  £13  10  0 

The  house  property,  charged  at  the  standard  6s. 
rate,  and  the  dividends  already  taxed  at  6s.  by 
deduction,  call  for  no  action. 

The  effect  of  a reduction  of  the  London  director- 
ship fees  from  £132  to  £32  is  to  reduce  his  total 
“ chargeable  income”  (total  income  now  £1,025,  less 
one-fourth  of  £585  earned)  to  a figure  which  fails 
within  the  lower  zone,  i.e.,  between  £500  and  £950. 

The  Leicester  Surveyor,  on  being  made  aware  of 
this,  would  then,  for  the  first  time,  have  to  advise 
London,  Manchester  and  Bury  to  adjust  their 
charges,  by  reduction  of  second  instalments  in  the 
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two  last-named  (if  the  first  instalments  had  by  this 
time  been  paid)  thus : — 

£ s.  d. 

London  directors’  fees — three-fourths 

of  £32  = £24  at  5s 6 0 0 

Less  part  Life  Insurance  6 0 0 


Net  Charge  Nil 

Manchester  directors’  fees,  £45  at  5s. 

■d  , f £219  at  5s. 

Bury  property  j £60  at  6s. 

£ 

He  will  then  raise  an  additional 
assessment  on  the  partnership 
share  so  as  to  charge 370 

Less  abatement  £260,  less  £5 
allowed  from  War  Loan  assess- 
ment   255 

Net  £115  at  5s.  = 
£28  15  0 

from  which  must  be  allowed  a “ Life 
Insurance  ” balance  of  6s.  and  un- 
earned income  relief  on  £184  at  Is., 

£9  4s 9 10  0 


Net  duty  £19  5 0 


The  other  members  in  the  firm  would  know  from 
this  that  their  partner’s  income  lay  between  £500 
and  £950,  but  they  would  not  be  able  to  infer  the 
exact  amount  of  his  total  income. 

This  procedure,  which  involves  a degree  of  trouble 
unavoidable  in  any  zone  system-  (including  the 
existing  system)  where  an  adjustment  has  the  effect 
of  moving  the  income  out  of  one  zone  into  another, 
is  sufficiently  simple,  as  compared  with  that  exempli- 
fied in  Annexe  3,  to  he  readily  followed  by  the 
taxpayer. 

If  at  the  end  of  March  the  loss  of  £63  rent  through 
property  standing  empty  be  discovered,  all  that 
happens  is  that  the  Bury  Collector  makes  an  allow- 
ance (probably  from  the  second  instalment)  of  duty 
on  £63  at  5s.  and  the  Leicester  Surveyor  is  not  con- 
cerned in  the  matter  at  all. 

If  we  adopted  the  alternative  method  of  allowing 
9d.  on  the  excess  of  the  earned  income  over  £140, 
instead  of  excluding  one-fourth  thereof,  the  adjust- 
ments in  this  particular  example  would,  as  it  happens, 
be  very  simple. 

£ £ s.  d. 

The  partnership  share 

would  be  charged  on  493 
Less  abatement...  ...  375 

Net  £118  at  6s.  = 35  8 0 
Deduct  Insurance  £106  at 

3s  15  18  9 

Deduct  9d.  on  £493— £140  13  4 9 = 29  2 9 

Net  duty  £6  5 3 


London  would  charge  £132  at  6s.,  less  9d.  in  the 
first  instance,  and  £32  at  the  same  rate  ultimately. 

The  “ empty  property  ” allowance  would  not  now 
pull  the  income  out  of  its  original  zone,  and,  like  the 
oiiginal  Schedule  A charge,  would  be  made  at  the 
standard  rate  of  6s.  and  give  no  further  trouble. 

25,782.  ANNEXE  5. 

Theobetical  basis  of  the  alternative  scheme 
REFERRED  TO  IN  PARAGRAPHS  23-30. 

A fundamental  relationship  exists  between  rates 
and  abatements  in  all  graduation  graphs  consisting 
of  a series  of  straight  lines,  the  amount  of  income 
in  such  graphs  being  measured  horizontally  and  the 
amount  of  tax  vertically. 


Thus,  in  the  illustrating  Diagram  I.,  the  tax  on 
each  income  between  £OK  and  £OL  can  be  calcu- 
lated by  charging  a uniform  rate  on  the  excess  of  the 
income  over  £OA.  In  other  words,  incomes  between 
these  limits  could  be  granted  an  abatement  of  £OA 
and  charged  at  a fixed  rate  on  the  balance. 

If  at  a certain  point  abatement  is  discarded 
altogether,  the  graph  section  for  the  zone  com- 
mencing at  that  point  will,  when  produced,  meet  the 
income  (horizontal)  axis  at  zero.  Or  again,  if  for 
what  we  may  term  the  “natural”  abatement  (OA), 
there  be  substituted  an  arbitrary  abatement  (OB) 
the  graph  section  produced  will  meet  the  horizontal 
axis  at  B.  (See  Diagram  II.) 

If  the  “ natural  ” abatement  limit  be  adopted, 
there  can  be  no  “ marginal  fields,”  but  the  adoption 
either  of  an  arbitrary  abatement  or  of  a zero  point 
at  once  raises  the  necessity  for  making  special  pro- 
vision for  marginal  fields. 

The  illustrative  scale  given  in  paragraph  25  may 
be  expressed  after  the  Super-tax  model  in  terms  of 
rate  alone,  namely : — 

8.  d. 

For  every  pound  of  the  first  £140  Nil 

„ „ next  £360  (£140  to  £500)  ...  3 4 

„ „ „ £450  (£500  to  £950)  ...  5 0 

„ „ „ £550  (£950  to  £1,500)  -6  0 

In  devising  systems  of  this  kind  it  is  not  necessary 
to  adhere  to  equal  zone  limits  (e.g..  £500  steps) 
although  it  is  desirable  to  have  an  easily  remembered 
scale  of  rates  and  limits.  In  general,  the  relation- 
ship between  consecutive  rates  rl  and  r2  on  either 
side  of  a limit  of  income  L,  and  the  consecutive 
“ natural  ” abatements  a1  and  n2  is  given  by  the 
equation : — 

L — a3 
r3  L — a\ 

(For  demonstration  see  Diagram  IV.) 

Diagram  I. 

“ Natural  ” abatement. 


Diagram  II. 

Arbitrary  abatement,  giving  rise  to  marginal  field. 
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Diagram  III. 
No  abatement. 


7 1 L — ai  ' r*  L — oj 

J'l  L — Q-i 
Hence  - = 


[T/iis  concludes  the  evidence-in-chief .] 

25.783.  Mr.  Pretyman : There  are  three  main  sub- 
jects into  which  your  evidence  is  divided,  administra- 
tion, Schedule  A,  and  differentiation  and  graduation? 
—(Mr.  Best) : That  is  so. 

25.784.  We  think  that  the  simplest  method,  and 
the  method  which  would  save  time,  would  be  that  we 
should  take  those  three  subjects  separately,  and  take 
any  evidence  that  any  of  you  wish  to  give  on  those 
subjects.  We  have  had  your  evidence-in-chief,  and, 
taking  that  as  read,  is  there  anything  you  wish 
particularly  to  add,  first  of  all,  on  administration  ? 

I might  perhaps  say  that  on  paragraph  7 of  the  first 
paper  on  administration,  since  this  evidence-in-chief 
was  in  print,  we  have  obtained  certain  statistics 
which  bear  out  our  general  statements  and  which 
may  perhaps  be  useful  to  the  Commission. 

25.785.  Would  you  hand  those  in?— The  statement 
is  quite  short.  If  I may,  I will  give  you  the  figures. 
We  have  obtained  particulars  of  the  extent  of  action 
of  Additional  Commissioners  for  620  divisions,  that 
is  in  England  and  Wales,  outside  of  London.  In  77 
of  those  divisions  the  books  of  assessment  are  com- 
pleted by  the  Surveyor  and  signed  by  the  Additional 
Commissioners  without  a meeting,  leaving  543  m 
which  they  meet  for  the  purpose  of  considering 
assessments.  Of  those  543  divisions,  in  54  the  Com- 
missioners consider  no  cases,  in  63  they  consider  all 
cases,  in  80  they  consider  cases  selected  by  themselves 
or  their  Clerk,  and  in  346  they  consider  cases  selected 
by  the  Surveyor.  I should,  perhaps,  explain  that  “ all 
cases  ” means  generally  all  cases  except  employments 
and  interest,  and  I have  included  in  the  cases  selected 
bv  the  Commissioners  or  their  Clerk  those  cases  in 
which  the  Surveyor  has  listed  the  cases  on  principles 


laid  down  by  the  Commissioners.  I thought  it  well 
to  give  you  these  figures. 

25.786.  That  would  mean  really  that  in  those  cases 
it  was  a combination  of  the  Surveyor’s  suggestions 
considered  by  the  Clerk? — That  is  so. 

25.787.  The  listing  would  amount,  I suppose,  to 
suggestions  by  the  Surveyor,  would  it  not?  I think 
it  is  fair  to  say  that  these  cases  were  selected  by  the 
Commissioners.  They  were  selected,  as  a matter  of 
clerical  work,  by  the  Surveyor  on  principles  laid 
down  by  the  Commissioners.  The  Commissioners 
would  say : “ we  want  to  look  at  all  cases  over  £500 
where  there  is  an  increase,”  or  something  of  that 
sort,  and  the  Surveyor  would  prepare  his  list  on  those 
lines. 

25.788.  The  suggestion  would  originally  come  from 
the  Commissioners? — Yes. 

25.789.  Mr.  Walker  Clark  : From  whom  has  this 
information  been  obtained? — It  has  been  obtained  by 
permission  of  the  Board  of  Inland  Revenue  from  the 
members  of  our  Association. 

25.790.  Mr.  Pretyman : Does  any  other  witness 
wish  to  say  anything  in  addition  to  the  evidence-in- 
chief?—(Mr.  Eborall):  May  I refer  to  paragraph  29 
of  the  first  paper  in  which  we  mention  the  Assessors 
in  the  City  of  London.  These  gentlemen,  you  will 
remember,  are  also  Collectors.  Of  course,  as  Col- 
lectors they  do  very  valuable  work  in  the  City.  We 
are  dealing  with  them  here  only  as  Assessors,  and 
we  referred  to  certain  work  which  they  do  not  do, 
which  they  are  really  not  in  a position  to  do,  and 
which  it  would  be  very  inconvenient  to  us  if  they 
attempted  to  do.  I thought  it  was  fair  to  mention 
that  they  do  very  valuable  work  as  Collectors  in 
many  cases — very  good  work. 

25.791.  What  you  say  here  refers  only  to  their 
duties  as  Assessors? — Exactly.  May  I add  to  the 
evidence  I shall  give  with  regard  to  the  City,  that 
[ am  referred  to  here  as  an  Assistant  Chief  Inspector 
of  Taxes;  I am  really  giving  evidence  as  Surveyor 
of  Taxes  in  the  City;  I have  not  yet  commenced  my 
duties  as  Assistant  Chief  Inspector. 

25.792.  Mr.  McLintock  : Mr.  Best,  you  are  dealing 
with  both  valuation  and  administration  ? — (Mr.  Best)  : 
Administration,  if  you  please. 

25.793.  Very  well,  we  will  start  with  administra- 
tion. Take  your  paragraph  7 : you  have  now  given 
us  the  statistics  with  regard  to  the  whole  country 
excluding  London? — England  and  Wales,  excluding 
London — not  Scotland. 

25.794.  When  you  refer  there  to  63  cases  in  which 
the  Commissioners  consider  all  cases,  I take  it  you 
mean  they  go  over  the  book  with  the  names  and  the 
amounts? — That  is  so. 

25.795.  They  do  not  go  over  the  correspondence. 
Do  they  examine  the  return  if  there  has  been  one 
made? — In  very  few  cases,  I think  not  more  than 
one  or  two. 

25.796.  They  would  not  examine  the  statement  of 
total  income,  for  example,  on  page  3 of  the  form? — 
No,  they  would  not. 

25.797.  In  other  words,  they  go  over  the  entry  in 
the  assessment  book  relating  to  John  Smith  and  his 
gross  and  his  net  amounts? — Speaking  generally, 
that  is  so,  but  in  a few  places  they  do  go  through 
the  book  turning  over  the  leaves  and  looking  at  each 
case;  generally  it  is  a very  rapid  process. 

25.798.  It  is  very  perfunctory.  They  might  as  well 
sign  the  book  without  looking  at  it? — In  some  cases 
that  is  so. 

25.799.  In  regard  to  cases  selected  by  the  Surveyor, 
which  are  selected  according  to  the  Commissioners’ 
rules  that  they  have  laid  down  (you  give  them  the 
benefit  of  having  made  that  selection),  they  do  not 
in  any  case  go  behind  the  assessment  books,  do  they, 
i.i  general  practice? — To  the  return? 

25.800.  Yes.— No. 

25.801.  They  do  not  read  correspondence? — No. 

25.802.  Does  the  Surveyor  give  a report  of  his 
notes  of,  say,  a meeting  with  a taxpayer  where  he 
has  put  up  his  assessment,  as  to  why  he  has  done 
so? — No 
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25.803.  Does  the  book  contain  those  notes? — No. 
they  would  be  on  the  Surveyor’s  file  in  each  case. 

25.804.  Do  you  bring  the  file  to  the  meeting? — It 
is  very  unusual;  occasionally  one  is  taken,  but  it  is 
very  unusual. 

25.805.  That  is  where  the  Surveyor  wants  to  make 
good  his  case? — That  is  so. 

25.806.  He  is  afraid  the  Commissioners  might  turn 
him  down.  The  Commissioners  do  not  ask  the  Sur- 
veyor to  come  to  this  meeting  armed  with  all  the 
documents  and  everything  else  to  justify  his  assess- 
ments in  the  selected  cases? — Certainly  not. 

25.807.  And  you  cannot  judge  properly  the  man’s 
true  liability7  just  by  seeing  the  bald  entry  in  the 
assessment  hook? — No,  it  is  quite  impossible. 

25.808.  You  give  a large  number,  346,  selected  by 
the  Surveyor.  Would  you  tell  us  very  briefly  what 
form  of  selection  that  is?  What  kind  of  selection 
is  it,  and  what  is  the  basis  on  which  it  is  made? — 
The  bases  vary  a good  deal;  generally  speaking,  they 
would  be  cases  of  large  increase  without  accounts. 

25.809.  These  are  the  number  of  districts — 346? — 
The  number  of  Commissioners’  divisions. 

25.810.  How  many  cases  on  the  average  would  there 
be  in  each  of  these  346  divisions?  Would  there  be 

0 per  cent,  of  the  total  assessments,  or  2 per  cent.  ? — 
They  would  vary  from  5 or  less  to  50  a year  in  each 
division. 

25;811.  Actual  cases?  You  do  not  mean  5 to  50 
per  cent.  ? — No,  5 to  50  actual  cases. 

25.812.  Could  you  put  a percentage  on  it? — I 
should  say  from  1 per  cent,  to  5 per  cent. 

25.813.  Five  per  cent,  is  an  outside  figure? — Yes. 

25.814.  All  cases  that  are  selected  by  the  Surveyor 
for  review  in  any  way  by  the  Commissioners? — Yes, 
that  is  so.  As  regards  the  City  of  London  we  tell 
you  the  figures. 

25.815.  Yes;  this  is  excluding  London,  dealing  with 
the  figures  you  have  just  given  us? — I should  say  5 
per  cent,  is  an  outside  figure. 

25.816.  Under  your  heading  ( b ) you  refer  to  the 

judicial  functions,  appeals  and  penalties,  and  in 
paragraph  9 you  say:  “ it  is  our  experience  that  the 
functions  of  the  General  Commissioners  as  an  appeal 
tribunal  . . are  exercised  with  a due  sense  of 

responsibility  and  that,  generally  speaking,  justice 
is  done.”  May  I put  it  to  you  that  the  average  body 
of  Commissioners  (there  are  exceptions,  of  course)  is 
very  often  more  inclined  to  take  the  Surveyor’s  view 
of  the  liability  than  the  appellant’s  ? — Are  you  speak- 
ing of  town  or  country,  may  I ask? 

25.817.  Both. — In  the  towns  I think  not;  in  remote 
country  districts,  perhaps  yes. 

25.818.  That  is,  the  Surveyor’s  views  are  given, 
shall  I say,  undue  weight  by  the  Commissioners? — 

1 think  not  in  the  important  divisions. 

25.819.  But  in  the  country  there  is  that  tendency? 
— In  remote  country  divisions  there  may  he  that 
tendency. 

25.820.  I take  it  that  that  proceeds  really  from  this 
cause,  that  neither  the  Commissioners,  nor  very  often 
their  Clerks,  have  any  real  knowledge  as  to  Income 
Tax  matters? — I think  that  is  commonly  the  case  in 
country  districts. 


25.821.  And  consequently  owing  to  their  ignoran. 
they  naturally  attach  a great  deal  of  weight  to  whi 
the  expert,  the  Surveyor,  says  in  the  case  of  a 
appeal? — Quite  so. 

25.822.  And  that  is  an  argument  for  altering  tl 
composition  of  the  body  even  if  it  is  retained  ?- 
That  may  he  so. 

25.823.  In  paragraph  13  (a)  you  refer  to  the  inco: 
vemence  to  the  taxpayer.  Does  the  taxpayer  cor 
plain  ? Have  you  many  complaints  with  regard 
what  you  term  the  inconvenience,  which  is  the  tronb 
the  taxpayer  is  put  to,  of  course  f— I think  apa 
from  the  question  of  the  amount  of  tax,  this  is  o. 
of  the  commonest  complaints  that  we  get  from  tl 
taxpayer.  Tt  is  very  usual  to  have  a man  come  in 
ones  office  and  unload  half-a-dozen  forms  which  1 
nas,  received,  as  he  says,  from  half-a-dozen  peop 

th,"g’  and  he  "Rurally  is  annoye 

25.824.  That  is,  he  should  have  put  five  in ' tl 


waste  paper  basket  and  come  along  with  the  one.  In 
what  districts  and  what  type  of  form  is  it  that  the 
inconvenience  is  caused  by;  is  it  the  issuing  of  the 

form  No.  11? — The  return  forms  mostly,  11  or  12 

the  form  for  return  of  profits. 

25.825.  You  mean  that  he  gets  the  same  return 
served  on  him  by  more  Assessors  than  one? — In  some 
cases  the  confusion  is  due  to  his  own  fault  if  I 
may  say  so.  He  gets  a form  from  the  Assessor  to 
which  he  does  not  reply;  he  gets  a reminder  from 
the  Assessor  to  which  he  does  not  reply ; then  he  gets 
a form  from  the  Surveyor  to  which  he  may  not  reply; 
and  he  may  get  a reminder  then. 

25.826.  Then  in  practice  the  Surveyors  do  issue  the 
form  though  they  are  not  the  Assessors? — If  a return 
has  not  been  made  on  the  Assessor’s  requisition  it 
is  usual  for  the  Surveyor  to  remind  the  taxpayer  of 
his  omission. 

25.827.  And  send  him  one  of  the  official  forms? 

Yes. 

25.828.  And  of  course,  the  contention  of  the  Asso- 
ciation that  you  represent  is  this,  that  the  Surveyor 
would  do  all  this  work  as  part  of  his  ordinary 
routine? — Quite  so. 

25.829.  And  send  the  necessary  reminders  and  deal 
with  the  taxpayer  who  was  careless,  as  you  always 
have  to  deal  with  him  at  the  finish? — Exactly. 

25.830.  Without  the  intervention  of  the  Assessor 
at  all?— Yes,  and  there  is  another  point,  that  by  the 
time  the  taxpayer  comes  to  us  he  very  likely  has 
had  a notice  of  charge  from  the  Clerk  to  the  Com- 
missioners, yet  another  official. 

25.831.  Are  these  charges  by  the  Clerk  to  the 
Commissioners  sent  out  without  the  Surveyor  having 
put  the  entry  in  the  book.  You  have  the  case  of  a 
man  who  has  not  made  a return,  and  I gather  from 
your  answer  that  the  Surveyor  has  dealt  with  the 
matter?— The  Surveyor  will  have  put  his  estimate 
of  the  liability  before  the  Additional  Commissioners 
formally. 

25.832.  And  this  is  the  Surveyor’s  estimate  that 
the  notice  of  charge  comes  upon? — Yes. 

25.833.  You  will  always  have  that  type  of  taxpayer, 
will  you  not? — Yes,  but  if  he  knows  he  can  go  to 
one  man  about  his  business  he  may  improve. 

25.834.  But  you  think  as  lie  is  careless  you  would 
give  him  some  sort  of  excuse  to  come  along  and 
complain  if  you  deluged  him  with  certain  forms? — 
That  is  so. 

25.835.  With  regard  to  paragraph  13  (b),  you  refer 
to  the  duplication  of  work.  What  do  you  mean 
exactly  by  that?  Will  you  just  tell  us  in  a little 
more  detail  the  nature  of  the  duplication  to  which 
you  refer? — It  quite  often  happens  that  the  Assessor 
sends  back  a return  form  for  completion  in  some 
matter  of  form— it  may  be  for  signature;  it  may  be 
for  putting  “ nil  ” in  where  it  should  be  in  and  so 
on.  When  this  form  ultimately  comes  to  the  Sur- 
veyor  for  examination  it  may  quite  well  happen  that 
the  Surveyor  has  to  send  it  back  again  for  some 
serious  omission  or  inaccuracy  which  could  and 
should  have  been  dealr,  with  when  the  return  form  was 
first  sent  back,  if  the  return  had  come  direct  to  the 
Surveyor. 

25.836.  And  that  is  quite  common? — Quite  com- 
mon. Then  there  is  a further  duplication  of  work  in 
that,  as  a rule,  the  Clerk  to  the  Commissioners  enters 
in  the  assessment  book  only  the  gross  amount  of 
income  returned  for  assessment.  The  Surveyor,  when 
he  gets  the  return,  checks  that  entry  and  enters  also 
particulars  of  other  income  and  of  reliefs  and  allow 
ances  claimed  by  the  taxpayer  making  the  return. 

25.837.  In  other  words,  if  the  Surveyor  got  the 
return  in  the  first  place  he  would  do  the  whole  work 
when  he  was  making  the  initial  entry  ?— Exactly. 

25.838.  So  the  same  man  at  least  would  do  it  ; he 
need  not  necessarily  do  it  all  at  the  same  time,  but 
the  same  individual  could  follow  it  up?— Yes. 

25.839.  Dr.  Stamp:  Is  the  part  entry  to  which 

Mr.  McLintock  is  referring  made  by  the  Clerk  of 
any  assistance  at  all ; does  it  save  any  work  to  the 
Surveyor? — No,  none  at  all, 
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25.840.  Mr.  McLintock  : I take  it  there  is  a con- 
tinual squabble  between  the  Surveyor  and  the  Clerk 
to  the  Commissioners  as  to  who  is  to  have  the  book 
at  certain  times? — I will  not  call  it  a squabble — 
certainly  a difference  of  opinion. 

25.841.  I have  had  occasion  to  call  on  Surveyors 

and  ask  questions,  and  they  have  said:  “sorry, 

we  cannot  deal  with  them.  The  Clerk  to  the  Com- 
missioners has  got  the  hook  away.”  You  have  got 
to  go  back  again,  and  it  is  a nuisance;  that  is  quite 
common,  is  it  not? — That  is  quite  common. 

25.842.  The  book  not  merely  changes  hands  in  the 
one  office  but  it  may  go  away  a little  distance  off 
to  the  Clerk  to  the  Commissioner’s  office? — Yes. 

25.843.  Whereas  it  should  for  the  convenience  both 
of  the  taxpayer  and  the  Surveyor  and  the  general 
good  administration  bo  in  the  one  place  and  always 
to  be  found? — Yes.  I should  like  to  make  it  clear, 

T am  not  blaming  the  Clerks  to  the  Commissioners  in 
this  matter. 

25.844.  No;  I agree  it  is  the  system?—  -It  is  the 
system. 

‘ 25,845.  In  paragraph  14  you  set  forth  a number  of 
proposals  which  go  a little  further  than  those  made 
to  us  by  the  Board  of  Inland  Revenue,  I think.  For 
instance,  with  regard  to  the  Additional  Commis- 
sioners, your  suggestion  is  that  they  should  only  act 
in  making  assessments  under  Schedule  D except  em- 
ployments and  allowances  for  wear  and  tear,  if  either 
the  taxpayer  or  the  Surveyor  desire  them  to? — That 
is  so. 

25.846.  Will  you  tell  us  briefly  the  reasons  which 
prompt  your  Association  to  put  forward  this  extended 
suggestion? — Yes.  On  the  general  point  we  suggest 
that  this  is  practically  the  system  that  is  in  force 
now.  We  ask  the  Royal  Commission  to  make  legal 
that  which,  in  fact,  is  going  on  at  the  present  time, 
that  is,  the  Additional  Commissioners  considering 
those  cases  which  the  Surveyors  ask  them  to  consider. 
Then  on  the  question  of  local  knowledge,  their  local 
knowledge  is  of  very  little  use  to  us.  The  assessing 
of  Income  Tax  liability  has  ceased  to  be  a matter  of 
guesswork  or  estimate,  and  now  calls  for  the  scientific 
examination  of  accounts  in  all  important  cases. 

25.847.  May  I put  it  in  this  way,  that  in  former 
days  you  simply  guessed  at  a man’s  income;  nowa- 
days if  you  have  to  make  an  estimate  you  proceed 
on  something  other  than  mere  guesswork.  You  either 
endeavour  to  get  hold  of  his  bank  pass-book  or  a 
statement  of  his  total  sales,  or  try  to  measure  that 
profit  by  some  definite  rule  rather  than  a mere  shot 
in  the  dark  ? — Some  definite  investigation  of  concrete 
facts. 

25.848.  May  I put  it  shortly  in  this  way,  that  any 
advantage  there  may  be  gained  from  local  knowledge 
is  much  more  than  counterbalanced  by  the  disad- 
vantages of  the  continuance  of  the  present  system  ? 
— We  fully  agree. 

25.849.  As  measured  by  loss  of  revenue? — Yes. 

25.850.  And  expense  of  carrying  out  the  work? — 
Yes,  I might  point  out  that  if  Additional  Com- 
missioners in  any  division  are  found  to  be  useful  in 
this  way  we  are  still  able  to  use  them  under  the 
system  we  propose. 

25.851.  I take  it  you  agree  that  your  suggestion, 
that  where  the  taxpayer  or  the  Surveyor  desires  it 
the  Additional  Commissioners  will  make  the  assess- 
ment, will,  in  practice,  mean  that  the  Surveyor  will 
say  : “ here  is  a case  where  I want  to  pass  the  burden 
on  to  you  ” — that  is,  on  to  the  Commissioners? — 
Possibly. 

25.852.  Then  when  the  taxpayer  comes  along  and 
kicks  up  a dust  and  says:  “how  dare  you  assess 
me,”  the  answer  is,  “ I did  not  assess  you;  it  was 
the  Commissioners  ”? — I do  not  myself  want  to  hide 
behind  the  Commissioners. 

25.853.  You  know  it  has  been  done? — I know  it 
has  been  done. 

25.854.  Would  not  this  resolve  itself  simply  into  the 
Surveyor  getting  the  Commissioners  to  do  it ; the 
taxpayer  would  not  often  avail  himself  of  this 
option? — I do  not  think  the  taxpayer  is  likely  to 


avail  himself  of  it.  I do  think  that  in  some  divisions 
the  Additional  Commissioners  are  useful,  and  in  those 
divisions  we  desire  to  retain  power  to  consult  them — 
and  really  to  consult  them. 

25.855.  I suppose  if  you  were  to  ask,  to-day,  99  out 
of  every  100  taxpayers  who  made  the  assessment  on 
them,  the  answer  would  be  the  Surveyor  of  Taxes? — 
Probably. 

25.856.  That  is,  they  are  not  aware  of  the  formal 
procedure  that  goes  on,  and  that  the  Commissioners 
are  the  real  legal  assessing  body? — I think  that  is 
probably  the  case. 

25.857.  You  refer  here  to  the  church-door  notices 
and  the  abolition  of  them,  and  having  advertisements. 
Of  course,  it  is  more  expensive  to  advertise.  Do 
you  think  it  would  be  more  effective? — I think  it  is 
desirable  that  the  taxpayer  should  know  and  should 
have  it  brought  to  his  attention  that  he  is  responsible 
to  make  a return,  whether  he  is  particularly  asked 
to  do  so  or  not,  and  I think  that  would  be  worth  the 
expense  of  advertising. 

25.858.  The  Board  of  Inland  Revenue  suggest  that 
the  church-door  notices  should  be  retained  as  the 
necessary  foundation  of  legal  proceedings?— -We 
suggest  the  publication  in  the  Official  Gazette  might 
be  sufficient  for  that  purpose,  with  publication  in 
newspapers  for  real  advertisement. 

25.859.  Personally,  I agree  with  the  abolition  of 
the  notices;  I do  not  think  they  serve  much  pur- 
pose. With  regard  to  the  assessment  by  the  Special 
Commissioners  in  paragraph  20,  you  say:  “It  is 
submitted  that  the  separate  administration  of  the 
Super-tax  is  inconvenient  to  the  public  and  uneco- 
nomical.” I wanted  to  ask  one  question  on  that.  In 
the  case  of  all  Super-tax  payers,  whose  income  is 
derived  from  profits  under  Schedule  D,  is  there  a 
reference  made  to  the  Surveyor  for  a verification  of 
that  figure  in  every  case  by  the  Special  Com- 
missioners?— It  is  the  practice. 

25.860.  Invariably? — I cannot  speak  as  to  the  in- 
variable practice,  but  I should  say,  yes. 

25.861.  So  that  to  that  extent  the  Surveyor  has  to 
do  part  of  the  work,  at  present? — That  is  so. 

25.862.  And  very  often  he  is  in  a better  position 
to  judge  as  to  the  income  from  other  sources  than 
the  Special  Commissioners? — That  is  quite  probable. 

25.863.  From  his  local  knowledge? — From  his  local 
knowledge.  May  I also  say  rather  in  correction  of 
my  first  answer,  we  have  to  report  cases  which  we 
consider  are  likely  to  be  liable  to  Super-tax  to  the 
Super-tax  Commissioners. 

25.864.  Yes,  I agree;  that  is  where  you  have  an 
assessment  ? — Yes. 

25.865.  You  send  on  a reference  to  the  Special 
Commissioners  that  there  may  be  liability? — Yes, 
that  is  the  practice. 

25.866.  The  information  in  your  possession  is  very 
useful  for  that  purpose? — Decidedly. 

25.867.  Are  all  the  cases  gone  through  systemati- 
cally with  that  object  in  view? — Every  year,  includ- 
ing additional  assessments. 

25.868.  That  is,  it  is  not  selected  cases,  but  it  is 
every  case  where  you  think  there  is  a possibility 
of  liability  to  Super-tax  you  furnish  the  information 
to  the  Special  Commissioners? — Every  case  we  con- 
sider possibly  liable. 

25.869.  Not  merely  a selection? — No. 

25.870.  With  regard  to  the  City  of  London,  will 
Mr.  Eborall  speak  to  that? — (Mr.  Eborall) : If  you 
please. 

25.871.  You  have  read  the  evidence  that  was  given 
by  the  Clerk  to  the  Commissioners  for  the  City  of 
London? — Yes,  I have  read  it. 

25.872.  He  referred  us  to  the  number  of  applica- 
tions for  reduction  and  discharge  of  assessments  by 
the  Commissioners,  and  he  gave  us  the  figure  of 
14,415,  I think  it  was? — Yes. 

25.873.  Would  you  describe  to  us  very  shortly  the 
procedure  with  regard  to  these  applications? — Do 
you  mean  from  the  time  the  taxpayer  makes  his 
application,  or  from  the  time  the  case  is  settled  by 
us? 
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25.874.  You  had  better  give  it  to  us  from  the  first 
stage? — From  the  commencement.  The  taxpayer,  of 
course,  gives  notice  of  appeal. 

25.875.  Is  that  a notice  of  appeal  to  the  Surveyor  P 
— Yes.  He  is  instructed  by  the  notice  of  charge  to 
give  notice  of  appeal  to  the  Surveyor. 

25.876.  It  has  been  suggested  that  it  was  given  to 
the  Assessor,  but  I think  they  corrected  that  in  their 
evidence? — Of  course  there  would  he  a number  of 
cases  later  which  would  arise  on  demand  notes  where 
the  taxpayer  has  omitted  to  give  notice  of  appeal 
on  the  notice  of  charge,  where  he  would  make  the 
appeal  on  receipt  of  the  demand  note. 

25.877.  Hr.  Stamp : It  was  stated  in  connection 
with  the  notice  of  charge  that  quite  a large  number 
went  to  the  Assessor  in  spite  of  the  name  on  the 
notice. 

25.878.  Mr.  McLintock : Yes? — That,  of  course,  is 
not  so;  that  is  a mistake  on  the  part  of  Mr.  Hewitt. 

25.879.  You  mean  it  is  not  a mistake  on  the  part 
of  the  taxpayer  to  go  to  him;  it  is  a mistake  to  say 
that  he  goes  to  the  Assessor  in  a large  number  of 
cases? — It  is  a mistake  that  he  goes  to  the  Assessor 
on  receipt  of  the  notice  of  charge  in  the  average 
case.  He  might  do  so  if  he  were  a personal  friend 
of  the  Assessor,  or  knew  him  intimately,  but  in  the 
ordinary  course  he  comes  to  us.  Then  he  submits  to 
us  the  necessary  accounts  or  evidence,  and  we  deal 
with  that  and  interview  him,  and  so  on.  We  settle 
various  points  that  arise,  and  we  report  the  result 
to  the  Clerk  to  the  Commissioners  on  a form.  Those 
cases  make  up  the  14,415  cases  to  which  you  refer. 

25.880.  In  other  words,  the  taxpayer  comes  to  the 
Surveyor  and  he  brings  his  papers  and  he  settles 
finally  with  the  Surveyor  the  net  assessment  on  which 
he  is  to  pay  tax? — Undoubtedly. 

25.881.  And  the  rate  of  tax? — That  is  so. 

25.882.  And  these  go  at  the  end  simply  to  the  Clerk 
to  the  Commissioners  with  the  net  amount.  Does  he 
see  the  details  of  all  the  adjustments? — What  we  show 
is  the  amount  of  duty  to  be  written  off  the  assess- 
ment on  the  front  of  the  form.  We  show  it  in  this 
way : if  it  is  a matter  of  abatement  we  give  the 
amount  of  the  abatement;  if  it  is  a matter  of  Life 
Assurance  we  should  state  the  amount  of  the  Life 
Assurance;  but  in  the  ordinary  course  of  a reduction 
of  any  importance  it  is  a matter  of  reducing  the  gross 
assessment  on  accounts,  and  what  we  say  in  those 
cases  is  “ accounts,”  and  then  come  the  different 
years,  “ 1916  so  much,  1917  so  much,  1918  so  much,” 
and  that  is  the  whole  matter.  Of  course  all  the 
points  of  principle  have  been  decided  already,  and 
there  would  be  no  point  in  setting  them  out. 

25.883.  Hr.  Stamp : The  point  of  principle  does  not 
emerge  from  the  figures? — It  does  not  emerge;  we 
give  the  result. 

25.884.  Mr.  McLintock  : Questions  of  principle  are 
only  considered  by  the  Clerk  to  the  Commissioners, 
or  by  the  Commissioners  themselves  in  these  applica- 
tions?— I really  think  what  Mr.  Hewitt  may  have 
had  in  mind  in  giving  that  evidence  was  this,  that 
if  we  have  an  application,  we  will  say,  under  section 
134  of  the  Act  of  1842 — I am  speaking  of  the  old 
code — we  should  say:  “ section  134  application  ” and 
then  set  out  the  figures.  If  it  were  an  application 
under  section  13  of  the  Act  of  1914,  income  diminished 
owing  to  the  war,  we  should  say : “ war  appeal,” 
or  “ appeal  under  section  13,”  and  then  set  out  the 
figures. 

25.885.  Still  that  is  the  very  type  of  case  that  pro- 
bably the  Commissioners  should  hear  if  they  are  going 
to  hear  important  cases  on  questions  of  principle  such 
as  you  have  given  under  section  134?— Those  are,  of 
course,  important  cases. 

25.886.  Where  the  Surveyor  is  satisfied  that  it  is 
a good  claim ; that  is  the  specific  cause  claim  ? — Yes, 
exactly. 

25.887.  Where  the  Surveyor  is  satisfied  the  Com- 
missioners take  his  decision  and  do  not  bring  the 
applicants  formally  before  them?— They  take  the 
result. 


25.888.  They  do  not  hear  the  arguments  put  for- 
ward?— No,  and  they  do  not  get  the  papers;  we  file 
the  papers. 

25.889.  It  has  been  suggested  that  10  per  cent,  of 
the  cases  submitted  go  back  to  the  Surveyors  for 
further  information  ? — We  think  the  figure  would  not 
exceed  1 per  cent.;  we  have  considered  that  in  the 
City. 

25.890.  Have  you  taken  the  figures  out,  or  have 
you  had  them  made  available? — No,  we  have  no 
record,  but  it  is  very  unusual  to  get  one  back.  Of 
course  during  the  war  our  clerical  assistance  was  not 
quite  what  it  might  have  been,  and  this  is  merely  a 
matter  of  reporting  something  to  the  Clerk  to  the 
Commissioners.  It  is  not  a thing  which  we  do  per- 
sonally. It  may  be  that  occasionally  there  has  been 
an  apparent  discrepancy,  that  is  a difference  in  the 
figures. 

25.891.  You  mean  speaking  generally  one  per  cent, 
probably  is  sent  back,  and  that  one  per  cent,  is  on 
account  of  clerical  errors  ? — Yes,  it  is  simply  a matter 
of  putting  the  thing  forward  afresh  in  the  right  way. 
It  is  purely  clerical  error  in  the  form;  I have  no 
experience  of  anything  else. 

25.892.  It  is  not  that  he  returns  it  on  a point  of 
principle? — I have  never  heard  of  such  a case. 

25.893.  Can  you  tell  us  the  proportion  of  the  14,415 
which  represents  reductions  in  assessments  apart 
from  the  allowance  of  statutory  abatements  ?— Wo 
have  the  figures  for  one  year,  for  the  year  1917  to 
1918.  I think  they  are  quoted  in  paragraph  31  of 
the  evidence-in-chief.  The  number  of  Schedule  D 
assessments  reduced  was  9,769. 

25.894.  Are  you  referring  to  these  same  cases  here  ? 
— We  are  referring  to  the  cases  where  the  gross  assess- 
ment is  reduced  as  distinguished  from  the  cases  of 
abatement  or  Life  Assurance,  and  that  sort  of  thing. 

25.895.  “ The  number  settled  by  agreement  with 
the  Surveyor  was  9,769.  These  numbers  include  the 
appeals  arising  out  of  the  8,236  assessments  of  £500 
and  upwards  not  agreed  with  taxpayers  before  the 
assessments  were  made”? — Yes. 

25.896.  These  are  the  figures  with  regard  to  the 
14,415  cases? — Well,  I am  afraid  they  are  not  the 
same  year.  The  14,415  related,  I believe,  to  1918-19. 

25.897 . I was  asking  the  number  of  cases  out  of  the 
14,000  odd  which  did  not  represent  mere  reductions 
in  respect  of  the  statutory  abatements  and  allow- 
ances?— That  is  the  figure  for  1917—18,  but  we  cannot 
give  it,  I am  afraid,  for  1918—19 ; the  books  are  not 
closed  for  that  year.  We  could  make  an  attempt  and 
we  could  give  it  up  to  date,  but  it  would  not  be 
such  a useful  figure  as  the  figures  for  1917-18. 

25.898.  Hr.  Stamp : Would  it  be  fairly  compar- 
able?— Yes,  I think  so. 

25.899.  Would  there  be  any  great  difference  in  the 
totals  ? — There  would  possibly  be  a little  more  re- 
duction in  1918-19 ; there  certainly  would  not  be 
any  reason  to  expect  a smaller  figure. 

25.900.  So  you  could  take  the  figures  in  your  para- 
graph 31  as  being  then  a total  number? — That  is 
so. 

25.901.  Mr.  McLintock  : Is  the  tax  invariably  largo 
in  those  14,415  cases? — We  have  taken  out  some 
figures  on  that.  There  were  over  70  cases  for  the 
year  1918-19  of  reduction  in  assessments  amounting 
to  over  £100,000  each,  that  is  to  say,  the  assessments 
involved  amounted  to  over  £100,000  each. 

25.902.  Not  the  tax? — No,  the  assessment. 

25.903.  The  gross  assessment? — The  gross  assess- 
ment. 

25.904.  That  is  what  you  have  taken  out — 70  cases? 
—That  is  what  we  find,  that  the  number  of  reduc- 
tions of  assessments  of  £100,000  was  70  for  that  year. 

25.905.  That  is  not  quite  my  question.  I asked 
if  there  were  many  cases  in  which  the  reduction  in- 
volved was  considerable? — I can  tell  you  that  there 
were  583  cases  in  which  the  assessment  was  reduced 
by  the  sum  of  £3,000  or  more. 

25.906.  Generally  speaking,  the  cases  involved  are 
small  cases? — I quite  think  the  majority  would  be 
small ; on  the  other  hand  the  assessments  run  up 
into  millions,  of  course. 
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25.907.  I think  Mr.  Best  has  already  told  us  that 
when  the  Assessor  in  London  receives  an  application 
for  adjustment  from  a taxpayer  he  at  once  refers 
it  to  the  Surveyor? — That  is  so. 

25.908.  He  does  not  settle  it  himself? — No,  the 
Assessor  makes  no  attempt  whatever  to  settle  the 
case;  he  does  not  go  into  the  case. 

25.909.  So  the  result  is  that  if  the  taxpayer  takes 
the  trouble  to  go  to  the  Assessor  he  simply  has  a 
double  journey;  he  is  sent  on  to  the  Surveyor ?— That 
would  be  so  in  the  ordinary  course.  If  the  Assessor 
could  give  him  any  information  no  doubt  he  would 
on  a simple  point. 

25.910.  is  it  only  a simple  point? — Well,  you  see 
he  has  not  any  of  the  papers  relating  to  the  case, 
and  he  has  not  the  necessary  training  to  deal  with 
the  matter  really. 

25.911.  In  paragraph  29  (iv)  you  state  that  out 
of  practically  109,000  assessments  the  number  entered 
by  the  Assessor  was  3,744? — Yes. 

* 25,912.  Out  of  a total  number  of  assessments  in 
1917-18  of  108,920 ; who  entered  the  rest  of  the  assess- 
ments?— The  Surveyor  entered  the  rest. 

25,913.  Into  the  book?— Into  the  book. 

25  914.  As  a matter  of  regular  practice? — Up  to  the 
year’  1918-19  that  was  done  in  the  ordinary  course. 
The  Assessor  entered  the  assessments  in  a few  cases, 
and  the  Surveyor  entered  the  remainder.  This  wo 
believe  to  be  a normal  year.  In  the  following  year, 
that  is  to  say  in  the  current  year  1919-20,  the  Clerk 
to  the  Commissioners  instructed  the  Assessor  to  enter 
up  the  gross  assessment  in  every  case,  but  on  his 
attention  being  called  to  the  inconvenience  which 
would  result  it  was  arranged  that  the  Surveyor  should 
enter  the  amount  in  pencil  and  the  Assessor  should 
ink  it  in  afterwards.  i o 

25  915.  Why  was  the  change  made,  do  you  know  ( 

1 oould  not  tell  you;  I never  discussed  that  with 

"aj 916"  It  had  never  been  done  before?— No,  it  has 
never  been  done  before.  The  procedure  before  was 
that  the  Surveyor  entered  the  asse^mente  with^the 
exception  of  this  small  number  of  3,000  or 
25,917.  What  time  in  the  current  year  did  that 
take  place?— It  must  have  been  in  the  spring,  I think. 
The  Assessors  would  be  appointed  in  the  spring 
25  918.  After  this  Commission  started  sitting, 
rvuilrl  not  tell  you  when;  I do  not  know.  . 

05  919.  Dr.  Stamp:  On  what  date  does  the  effective 
work  begin  of  entering  figures  in  J 

column?— Probably  in  June  or  July,  n"Sht  1,8 
June  or  July,  or  possibly  later  in  the  Uity. 

25  920.  Mr.  McLintock:  After  this  Commission  hah 
started  its  sittings?-!  am  afraid  I do  not  remembei 
when  the  Commission  started.  ,n 

25,921.  There  was  no  explanation  given  as  to  this 
change  in  practice  which  had  prevailed  for  “ ’ 

rears? No^  I have  not  heard  of  any  explanation. 

1 M 922  But  they  put  the  Surveyor  to  the  trouble  of 
writing  up  all  the  100,000  odd  amounts  in  pencil  so 
teat  temebody  in  the  Clerk  to  the  Commissioners 
office  could  write  in  ink  on  top  of  themP-In  the  As 

SCI 25,923.  Dr.  Stamp : Does  the  book  have  to 

to  the  Assessor  for  that  purpose?— It  goes  back  to 

the  Assessor,  I understand.  , i p r)jrt  jt 

25.924.  Is  that  a new  cog  in  the  wheel?  Did  it 
always  go  back  to  the  Assessor  to  see  what  had  beo 
entered  in  that  column?-Not  so  far  m I k'mw 

25.925.  Therefore  a new  stage  has  been  intioduced  m 

the  procedure?— That  is  so.  , M T'korall 

25.926.  Mr.  McLintock:  I understood  Mr.  Eborall 
to  say  that  the  Surveyor  entered  them  as  befoie,  but 
in  pencil  instead  of  in  ink?— That  is  so. 

25.927.  And  now  they  have  to  be  sent  back  to  be 
entered  in  ink  by  tbe  Clerk  to  the  Commissioners  ?- 

B a$H8Al vfjiiamp  : The  sending  back  is  entirely  an 
additional  stage  in  tee  work?— It  is  a new  thl  g 

at$mrilr.  McLintock  : Then  who  is  supposed  to 
bavo  done  tile  work  now?— I could  not  tell  you. 

25,930.  Is  not  that  very  troublesome  and  difficult? 
— I think  it  is  very  unsatisfactory. 


25.931.  Does  it  lead  to  very  great  possibility  of 
error  p — j think  it  is  very  unsatisfactory.  We  have 
no  copies  of  those  assessments;  they  are  sent  in  in 
pencil  to  the  Assessor,  and  if  he  rubbed  a figure  out 
and  put  in  something  else  we  should  not  see  it  again. 

25.932.  Does  the  book  come  back  to  you  again  after 
the  figures  have  been  inked  in?— It  ultimately  comes 
back  when  the  book  has  been  completed  and  cast  up. 

25.933.  Dr.  Stamp:  It  introduces  great  possibilities 

of  errors  and  omissions? — Well,  it  is  a very  undesir- 
able thing,  I think,  really  altogether  I am  not  sure 
whether  i gave  you  the  figures  for  the  year  mSWU. 
The  number  of  assessments  which  the  Assessor  did 
enter  in  Schedule  E out  of  140,500  was  3,950  in  ink 
originally;  that  is  before  we  arrive  at  the  stage  of 
entering  the  remainder  in  pencil.  . 

25.934.  Mr.  McLintock:  You  gave  us  1917-18  in 

your  proof? — Yes.  . , 

25.935.  You  are  now  giving  us  1919-20,  and  the 
change  of  practice  took  place  in  1919-20  ?— Yes,  that 

^ 25,936.  Mr.  Walker  Clark:  Dealing  with  the  Addi- 
tional Commissioners  and  their  work,  you  do  gran- 
that  their  local  knowledge  is  of  some  value.  (Mr 
Best) : In  some  divisions. 

25,937.  Therefore  greater  care  in  the  selection  or 
the  Additional  Commissioners,  that  is  to  say,  with 
regard  to  their  capacity  of  understanding  and  appre- 
ciating Income  Tax  law  and  Income  Tax  difficulties, 
would  increase  their  usefulness  ?— I do  not  quite  see 

^ 25  938.  My  point  is  this,  that  it  is  the  defects  in 
the  quality  of  the  selection  of  the  men  themselves 
rather  than  in  the  system  ?— Local  knowledge  is  one 
tiling  and  knowledge  of  Income  Tax  law  “ 

25  939  If  the  two  are  combined  would  not  tfiey 
make  an  ideal  board:  that  is  the  only  point  I want 
to  get  at?— They  could  not  possibly  deal  with  all  the 
cases,  or  even  all  the  difficult  cases.  . . „ 

25  940.  They  could  not  possibly  deal  with  them.  _ 
Not ’unless  they  gave  a very  great  deal  more  of  their 
time  than  they  do  now.  ,. 

25  941.  I am  rather  following  your  own  line  of 
argument;  I think  you  misunderstood  my  point? 

Pe25,9?2.BYou  suggest  that  they  should  be  retained 
very  largely  for  appellate  work,  and  for,  shall  I say, 
conference  between  officials  and  ttcmselvesf-Yes^for 
consultation  in  cases  where  we  feel  a little  need  of 
their  local  knowledge.  , 

25.943.  Would  their  capacity  for  usefulness  not  ta 
increased  if  their  knowledge  of  Income  Tax : difflcnU 
ties  and  law  were  increased  ?— It  is  possible,  la 
afraid,  however,  we  feel  that  we  can  supply  the  know 
ledge  of  Income  Tax  law  teat  is  necessary. 

21.944.  Do  not  you  think  the  public  regard  th 

Additional  Commissioners  as  a safety  valve.  We 
recognize  that  in  paragraph  17  of  our  evidence. 

25  945  Therefore  you  think  teat  in  the  interests 
of  ^fffident  working  of  tee  Act  they  should  he  retamed 
with  some  powers?— We  make  that  suggestion  white 
is  set  out  in  our  evidence. 

25  946  You  clip  their  wings  in  every  respect,  hut 
still  yon  want  to  keep  them  able  to  do 

admif  at  all  that  any  safeguard  is  seceMt^  W 
think  the  taxpayer  may  want  it  Sr°™  » "2^  it  ] 
point  of  view,  but  we  do  not  admit  teat  it  is 

ne2S94?  I will  not  put  the  question  to  you  which  I 
have’  put  to  another  witness,  hut  I could  suggest  a 
roa»n  In  the  third  sub-paragraph  of  paragraph  6 
yon  mention  the  Commissioner,  have  “d 

less  active.  Is  not  their  less  activity  due,  to  a very 
large  extent,  to  the  fact  that  accounts  are  much  more 
general  and  Surveyors  usurp  their  powers  I was  g 
lig  to  say,  but  they  receive  powers  wf llinglyj Tans 
ferred  in  some  cases  and  taken  in  matter 

SXtS  activity 
The  less  activity  is  not  due  to  less  capacity  on  tee 
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part  of  the  Commissioners ? — In  paragraphs  6 and  7 
we  are  not  making  any  complaint  or  accusation 
against  the  Commissioners.  They  are  merely  state- 
ments of  fact  and  nothing  more. 

25.949.  I agree.  One  other  minor  matter,  and 
that  is  the  church  door  notices  which  you  suggest 
should  be  abolished.  Would  not  a much  better 
method  of  legalizing  the  forms  for  the  collection  of 
the  tax  be  the  affixing  of  notices  in  post  offices,  police 
offices,  and  offices  of  the  local  authorities? — I am  not 
sure  that  there  is  a police  office  in  every  parish,  and 
I am  pretty  sure  there  is  not  a post  office  in  every 
parish ; that  would  be  my  difficulty. 

25.950.  Nor  is  there  a church? — Whereas  the  local 
newspaper  does  go  into  every  parish  even  in  the 
country.  We  see  no  objection  at  all  to  posting  notioes 
in  the  po6t  offices  and  police  stations  as  you  suggest. 

25.951.  You  know  that  the  cost  of  advertising  in 
the  local  newspaper  for  efficient  notices  of  this  kind 
is  tremendous? — I was  not  aware  of  that. 

25.952.  Well,  I am? — I take  it  from  you. 

25.953.  It  is  very  large  indeed? — On  the  other  hand 
we  should  save  the  cost  of  travelling  round  to  the 
churches,  and  so  on,  to  affix  the  notices. 

25.954.  That  is  quite  nominal.  When  you  were 
answering  Mr.  McLintock  you  rather  conveyed  the 
impression  that  when  the  Additional  Commissioners 
met  to  decide  upon  the  assessments  very  meagre  in- 
formation was  in  their  possession ; the  Surveyors 
did  not  attend  with  the  full  documents,  the  corre- 
spondence, and  so  on.  Are  you  aware  in  some  cases 
that  the  Surveyors  do  attend  with  the  full  documents, 
in  fact,  that  the  meetings  of  the  Commissioners  are 
held  at  the  offices  of  the  Surveyor  for  that  express 
purpose?— I think  I said  to  Mr.  McLintock  that  that 
does  take  place  in  some  cases,  but  they  are  very 
unusual. 

25.955.  Mr.  Walker  Clark : I must  belong  to  a very 
unusual  set;  that  is  all  I can  say. 

25.956.  Dr.  Stamp:  Arising  out  of  one  or  two 

answers  already  given,  Mr.  Best,  on  paragraph  13 
(a)  and  (b),  you  referred  to  the  inconvenience  to  the 
taxpayer  and  the  duplication  of  work  between  the 
Assessor  and  the  Surveyor.  With  regard  to  the 
Assessor  I take  it  his  work  is  judged,  and  his  re- 
muneration to  some  extent  fixed,  by  reference  to  the 
efficiency  with  which  he  does  the  duty  now  assigned 
to  him? — Yes. 


25.957.  Therefore  it  is  in  his  interest  to  get  hack 
his  returns  as  fully  and  as  high  as  possible? — Yes, 
he  is  anxious  to  show  a high  percentage. 

25.958.  If  he  showed  a low  percentage  of  success  in 
getting  in  his  return  it  would  go  against  him  in 
judging  his  work? — It  would  count  against  him. 

25.959.  Would  not  it  be  possible  that  the  Assessor  is 
now  doing  a great  deal  that  the  Surveyor  would  not 
find  it  very  convenient  to  do,  that  is  to  say,  running 
in  to  people  near  by  him  to  get  the  forms  and  say- 
ing: “ I have  sent  you  two  applications;  just  fill  up 
that  form  and  give  it  to  me.”  Does  not  he  do  a 
great  deal  of  personal  collection  of  forms? — I do  not 
think  he  does. 

25.960.  But  you  do  not  think  the  Surveyor’s  office 
at  a more  distant  part  would  be  at  a disadvantage  in 
working  entirely  through  tho  post?— Not  at  all. 

25.961.  Do  you  not  sometimes  get  recalcitrant  tax- 
payers who  will  not  pay  attention  to  the  forms  until 
they  are  actually  personally  urged  to  do  so?  The 
Surveyor  cannot  get  into  touch  with  them  as  easily 
as  the  Assessor?— The  Collector  can. 


25.962.  Therefore  you  would  in  those  cases  perha 
take  advantage  of  the  services  of  the  Collector  ?— Y 

25.963.  While  we  are  on  that  point,  in  so  far  as  t 
Assessor  has  valuable  local  knowledge,  or  knowled 
which  is  of  use  to  the  Surveyor,  does  he  not  gain  th 
knowledge  to  a great  extent  in  discharging  his  fui 
tion  as  a Collector? — Almost  entirely  I should  sa 
any  useful  information  he  has  he  gets  as  Collector. 

25.964.  Therefore  you  would  still  have  available 
you  a.  fund  of  local  knowledge  from  whomsoever  w 
engaged  in  the  work  of  local  collection?— Yes  th 
is  what  we  think. 

25.965.  It  would  be  quite  as  good,  or  practically 
good  as  at  present  given  you  by  those  who  perfoi 
the  duties  of  Assessor?— Quite  as  good. 


25.966.  Arising  out  of  the  question  of  the  useful- 
ness and  value  of  the  information  and  the  activities 
of  the  Additional  Commissioners  you  say  that  it  is 
noiv  not  what  it  used  to  be,  a matter  of  judicious 
guesswork,  but  a question  of  scientific  work  as  to  the 
liability  of  the  taxpayer.  If  you  ask  an  Additional 
Commissioner  about  a man’s  business,  is  his  mind 
more  directed  as  a rule  to  the  man’s  total  standing 
and  his  total  income  than  tho  actual  knowledge  of 
what  the  business  profits  are? — Yes;  one  finds  that 
very  commonly  one  has  to  explain  to  the  Commis- 
sioners that  the  assessment  covers  only  a portion  of 
the  man’s  income,  part  of  it  being  taxed  by  deduction 
and  not  coming  under  the  review  of  the  Commis- 
sioners. 

25.967.  That  is  to  say,  the  Additional  Commis- 
sioner’s information  about  business  is  not  quite  as 
useful  to  you  as  it  might  be,  because  he  nearly  always 
has  something  irrelevant  in  his  mind  ? — That  is  so. 

25.968.  In  the  suggestion  about  the  Additional 
Commissioners  and  the  reduction  of  their  functions 
have  you  not  treated  rather  lightly  the  importance 
of  that  body  to  the  Surveyor  in  dealing  with  the  tax- 
payer, when  he  is  anxious  to  have  immediately  satis- 
factory results  with  an  infuriated  taxpayer  coming 
in  with  an  increased  notice ; is  it  not  very  convenient 
to  he  able  to  say  then  that  the  Additional  Commis- 
sioners have  made  this  assessment? — It  is  still  open 
to  the  Surveyor  to  preserve  the  same  shield  for  him- 
self if  he  wishes  under  our  proposal,  for  he  may  refer 
this  case  to  the  Additional  Commissioners  to  take  the 
burden  of  responsibility  from  him.  As  I said  to  Mr. 
McLintock  I do  not  want  the  burden  taken  from  me; 
I am  quite  willing  to  bear  it,  and  I think  that  is  the 
general  attitude  of  Surveyors. 

25.969.  You  think  the  Surveyors  generally  are 
quite  prepared  to  face  the  taxpayer  with  the  full 
responsibility  themselves? — Yes.  I should  perhaps 
explain  it  is  not  common  in  cases  of  any  importance 
to  put  an  assessment  up  without  any  previous  cor- 
respondence with  the  taxpayer.  When  one  considers 
a return  is  insufficient  one  naturally  writes  to  the 
taxpayer  and  asks  him  if  he  will  furnish  evidence  to 
verify  his  return  and  show  how  lie  has  computed  his 
figure,  and  normally  it  would  only  be  on  his  refusal 
or  neglect  to  comply  with  that  invitation,  that  the 
assessment  would  be  increased. 

25.970.  Then  you  do  not  think  that  the  administra- 
tion of  the  tax  would  be  at  all  embarrassed  by  this 
absolute  direct  responsibility  of  the  Surveyor? — Not 
in  the  least,  and  I might  remind  you,  as  we  have  in 
our  evideuce-in-chief,  that  the  whole  of  the  Excess 
Profits  Duty  has  been  charged  in  this  way  without 
any  shield  to  the  Surveyors. 

25.971.  Would  not  an  answer  to  that  he  that  the 
Excess  Profits  Duty  has  to  take  for  its  material  the 
Income  Tax  already  dealt  with — I mean  to  say,  is  it 
not  already  laid  down  that  the  Excess  Profits  Duty 
has  to  proceed  very  largely  upon  the  assessments  as 
settled  for  Income  Tax? — Yes,  but  the  plain  fact  is 
that  in  the  course  of  Excess  Profits  Duty  administra- 
tion we  have  discovered  the  Income  Tax  deficiency. 
We  have  had  accounts  for  Excess  Profits  Duty  and 
assessed  upon  them,  and  in  obtaining  those  accounts 
we  have  found  quite  commonly  that  the  Income  Tax 
assessments  were  insufficient. 

25.972.  But  suppose  you  had  no  satisfactory 
accounts  or  returns  and  an  assessment  were  made  to 
Income  Tax  of  a considerable  sum  in  excess  of  what 
had  been  assessed  before;  the  onus  of  that  assessment 
is  on  the  Additional  Commissioners  ? — At  present. 

25.973.  If  an  assessment  has  to  be  made  to  Excess 
Profits  Duty  that  figure  has  to  be  utilized,  or  some- 
thing approximating  to  it? — No,  we  must  have 
accounts  for  Excess  Profits  Duty. 

25.974.  But  if  you  were  making  an  estimated  assess- 
ment for  Excess  Profits  Duty? — You  can  take  any 
figure  you  like  then.  The  Income  Tax  assessment,  of 
course,  is  a three  years’  average,  and  it  is  practically 
of  no  use  for  the  purposes  of  Excess  Profits  Duty. 

25.975.  Suppose  that  you  had  the  pre-war  accounts, 
and  the  amounts  were  settled  and  known,  but  for  a 
given  accounting  period  you  had  a large  estimated 
assessment  to  Income  Tax,  would  you  not  make  an 
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Excess  Profits  Duty  assessment  very  largely  by  refer- 
ence to  the  difference  between  those  two? — I think 
not. 

25.976.  Would  you  assume  a profit  of  the  accounting 
period  totally  different  from  the  profit  taken  by  the 
Additional  Commissioners  ? — Certainly. 

25.977.  Therefore  that  emboldens  you  to  think  that 
this  change  will  not  be  repugnant  to  the  majority  of 
your  Association? — That  is  so. 

25.978.  Coming  now  to  the  question  that  was  raised 
just  now  about  the  church-door  notice,  you  regard 
that  as  an  anachronism? — Entirely. 

25.979.  And  out  of  touch  with  life  as  we  have  it 
to-day  P — Yes. 

25.980.  Does  it  not  represent  an  enormous  waste 
of  human  effort  to  go  to  something  like  12,000,  13,000, 
perhaps  14,000,  distant  places  far  away  from  houses 
and  put  up  notices  and  come  away  again?  On  the 
question  of  expense  that  has  been  put  to  you,  is  it 
not  much  more  expensive,  we  will  say,  in  a county 
like  Dorset  or  Hereford  to  go  to  a couple  of  hundred 
out-of-the-way  churches  by  foot  or  cycle  or  trap  and 
affix  a notice,  than  to  put  an  advertisement  in,  we 
will  say,  at  the  most  two  or  three  county  papers? — 
it  seems  to  me  likely,  and  in  addition  we  should  get 
real  publicity  through  advertisements  in  the  news- 
papers, whereas  at  present  we  do  not. 

25.981.  Because  all  the  taxpayers  do  not  see  the 
notice? — That  is  so.  An  Assessor  once  reported  to 
me  that  the  notice  had  been  affixed  on  his  church, 
but  as  the  church  was  in  ruins  and  in  his  garden  he 
was  afraid  it  would  not  be  very  much  use  to  the  tax- 
paying  public. 

25.982.  Following  upon  a question  that  was  put  to 
you  about  the  Surveyor’s  position  in  regard  to  Super- 
tax, you  were  explaining  what  the  Surveyor  had  to 
do  in  reporting  liabilities.  Is  not  the  Surveyor  at  a 
disadvantage  in  the  matter  of  Super-tax  compared 
with  all  his  other  activities  in  that  he  is  not  aware 
of  what  happens  to  any  particular  exhibition  of 
vigilance  on  his  part? — He  gives  information,  but 
does  not  know  what  happens. 

25.983.  He  does  not  know  what  the  result  of  his 
work  is? — No. 

25.984.  Is  it  not  rather  a deterrent  to  efficiency  if 
a man  does  not  know  what  the  result  of  his  work  is? 
— Yes,  I agree. 

25.985.  Would  you  not  think,  therefore,  that  the 
Super-tax  might  be  more  efficiently  administered  if 
the  Surveyor’s  position  were  a fuller  one  in  that 
matter? — I think  so.  We  find  frequently  that  there 
are  taxpayers  who  have  returned  amounts  for  assess- 
ment to  Super-tax  which  they  have  neglected  to 
return  for  Income  Tax. 

25.986.  That  is  an  additional  reason  why  the 
Income  Tax  would  have  an  advantage? — Yes. 

25.987.  I am  speaking  now  in  the  interest  of  effi- 
ciency of  the  official  himself? — Yes. 

25.988.  Coming  to  some  of  the  points  raised  on  the 
evidence  given  by  the  Clerk  to  the  Commissioners  to 
the  City  of  London,  he  stated  that  in  his  judgment 
the  tax  was  assessed  and  collected  with  a minimum 
of  friction  and  complaint  under  the  present  system ; 
would  you  agree  with  that? — Not  quite.  I do  think 
it  is  remarkable  that  there  should  be  so  little  friction 
and  complaint  working  under  an  administration  which 
is  nearly  a hundred  years  old,  but  the  official  wit- 
nesses have  already  explained  to  you  that  the  reason 
for  this  absence  of  friction  and  complaint  is  that  the 
administration  in  actual  practice  to-day  is  a very 
different  thing  from  the  administration  as  laid  down 
by  the  Statute  80  years  ago. 

25.989.  Would  you  agree  that  the  line  of  procedure 
as  given  in  the  evidence  was  an  attempt  to  follow 
the  formalities  rather  than  the  substance  of  that 
ancient  procedure  ? — I think  that  is  so. 

25.990.  And  therefore  you  think  there  would  be  no 
loss  in  real  efficiency  if  those  formalities  were  swept 
aside? — There  would  be  a gain,  I have  no  doubt. 

25.991.  He  suggested  that  any  change  from  the 
methods  obtaining  in  the  City  would  result  in  a loss 
to  the  Reveuue;  do  you  see  any  danger  of  that? — 
Certainly  not.  On  the  other  hand,  we  say  that  with 


the  improved  methods  under  the  proposals  we  now 
make  and  with  improved  powers  as  we  suggested  to 
the  Royal  Commission  when  we  gave  evidence  on 
fraud  and  evasion,  we  shall  improve  the  taxpayers’ 
convenience,  and  we  have  no  doubt  at  the  same  time 
improve  the  yield  of  the  tax. 

25.992.  He  laid  great  stress  on  the  value  in  . 
principle  of  the  procedure  in  the  City,  and  as  he  was 
speaking  also  for  the  provinces  it  was  put  to  him  that 
that  system  did  not  obtain  in  the  provinces,  he  was 
asked  whether  he  thought  it  ought  to  obtain,  and  lie 
hesitated  to  say  whether  there  should  be  a change  in 
the  provinces  to  bring  it  into  line  with  the  City ; 
but  when  he  was  asked  whether  it  might  not  be 
repugnant  to  the  provinces  to  have  those  formalities 
put  in,  he  would  not  say.  What  do  you  think  about 
it;  do  you  think  the  provincial  Clerk  to  the  Commis- 
sioners would  object  to  the  formalities  of  the  City 
being  put  upon  him  ? — I think  he  would  very  strongly 
object. 

25.993.  Great  stress  was  laid  upon  the  position  of 
the  Assessor  in  the  City,  and  you  have  already 
referred  to  that,  but  I would  like  your  view  as  to 
this : it  was  stated  he  was  the  obvious  and  proper 
person  to  whom  the  taxpayer  could  and,  in  fact,  did 
apply  for  information  and  assistance;  there  was  a 
sort  of  camaraderie  between  him  and  the  taxpayers, 
which  could  not  exist  with  the  Surveyor’s  office? — 
You  are  talking  now  of  the  country  generally  and 
not  the  City  alone. 

25.994.  The  evidence  was  given  in  particular  for 
the  City,  but  it  was  always  extended  to  the  country 
as  a general  principle? — The  country  Assessor,  as  a 
rule,  is  not  fitted  by  natural  capacity,  and  he  is  cer- 
tainly not  fitted  by  training,  to  give  any  useful 
advice  on  the  complexities  of  the  Income  Tax  laws, 
and  the  taxpayer  naturally  goes  to  the  person  who 
can  give  him  useful  and  responsible  advice;  that  is 
the  Surveyor. 

25.995.  We  were  told  that  the  taxpayer’s  natural 
inclination  was  to  go  to  his  friend  the  Assessor  rather 
than  the  Surveyor? — That  is  not  my  experience  nor 
that  of  the  members  of  my  Association. 

25.996.  Do  you  agree  that  the  Assessor  is  indis- 
pensable to  the  Surveyor? — No,  I do  not,  decidedly 
not. 

25.997.  Do  you  agree  that  any  officials  of  the  Local 
Commissioners  should  be  permanent  whole-time 
officials? — All  officials  concerned  in  the  collection  or 
assessment  of  the  tax  should  be  whole-time  officials, 
yes.  They  should  in  our  view  be  appointed  by  the 
Board  of  Inkind  Revenue,  which  now  pays  them,  and 
is  responsible  to  Parliament  for  their  efficiency. 

25.998.  Is  there  any  advantage  in  the  system  that 
obtains  in  the  City  of  dealing  with  these  claims  for 
repayment  at  a formal  hearing  before  the  Commis- 
sioners?— If  you  are  coming  to  the  City  practice, 
may  I ask  you  to  address  your  questions  to  Mr. 
Eborall. 

25.999.  Mr.  Eborall,  considerable  stress  has  been 
laid  on  the  principle  involved  in  summoning,  to  take 
a concrete  case,  Mr.  McLintock  and  his  client  from 
Glasgow,  and  asking  them  into  the  room  for  a formal 
question  to  be  addressed  to  them  as  to  whether  they 
agreed  with  a particular  point;  do  you  lay  any  stress 
on  that  question  of  principle? — (Mr . Eborall) : There 
is  no  advantage  to  anybody  as  far  as  I know;  it  is  a 
great  waste  of  time  really  all  round. 

26,000.  Surveyors  in  general  would  not  desire  that 
form  of  procedure  to  be  continued  in  dealing  with 
repayment  claims  in  the  City? — No;  on  the  contrary, 
we  approached  Mr.  Hewitt  in  1917  with  a view  to 
getting  rid  of  it.  He  was  very  courteous,  as  he 
always  is  in  these  matters,  and  he  conceded  that 
repayments  under  £25  should  be  passed  without  the 
attendance  of  the  appellant  or  of  the  Surveyor.  He 
also  agreed  that  one  Surveyor  might  represent  four 
districts  to  save  our  time  to  some  extent,  but  we 
were  unable  to  get  beyond  that  point.  I ought  to 
say  in  this  connection,  perhaps,  that  there  is  con- 
siderable irritation  on  the  part  of  the  public  about 
the  waste  of  time  that  goes  on  at  these  meetings, 
and  there  is  the  further  disadvantage  that  they  are 
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meetings  specially  held  to  deal  with  these  applica- 
tions for  repayments,  so  that  each  person  attending 
knows  that  the  others  have  suffered  a loss  or  suffered 
a reduction  of  profits,  which  is  a very  undesirable 
state  of  affairs. 

26.001.  You  mean  the  taxpayer  knows  what  the 
meeting  is  called  for,  and  he  sees  other  taxpayers, 
and  he  knows  therefore  their  affairs  are  in  a certain 
stater' — Yes.  It  is  the  usual  procedure  in  the  City; 
a man  just  goes  into  the  room  and  comes  out;  every- 
body knows  what  everybody  else  is  there  for. 

26.002.  So  that  to  some  extent  it  is  a breach  of 
secrecy? — It  is  in  that  sense. 

26.003.  Looking  at  your  paragraph  31,  the  number 
of  appeals  “ on  personal  hearing  by  the  Commission- 
ers was  13  ” ; considering  the  immense  complexity 
and  importance  of  the  assessments  in  the  City  of 
London  that  is  extraordinarily  low? — It  is  low  out  of 
70,000  assessments. 

26.004.  How  is  it  that  so  small  a number  is 
actually  heard  by  the  Commissioners? — It  is  much 
more  convenient  for  the  taxpayer  to  call  at  our  offices 
and  agree  the  thing  with  us  than  to  wait  for  a meet- 
ing of  the  Commissioners.  In  practice  the  Commis- 
sioners hear  appeals  only  on  points  of  law,  and  I 
think  if  you  refer  to  Mr.  Hewitt’s  list  of  appeals  you 
will  see  that  they  are  largely  cases  of  companies.  Of 
course,  if  the  directors  of  a company  are  advised  by 
their  solicitor  and  counsel  that  they  have  a certain 
claim  in  law  they  are  necessarily  bound  to  go  on,  but 
the  individual  taxpayer  as  an  appellant  to  the 
General  Commissioners  in  the  City  of  London  prac- 
tically does  not  exist.  If  you  look  at  that  list  of 
appeals  I think  you  will  see  they  are  nearly  all  com- 
panies and  one  or  two  firms. 

26.005.  Are  very  great  precautions  taken  that 
appeals  shall  not  come  to  the  Commissioners  if  they 
can  possibly  be  settled  in  any  other  way? — We 
endeavour  to  settle  them,  of  course.  We  are  very 
glad  to  settle  them ; it  saves  time  all  round. 

26.006.  Does  the  Clerk  to  the  Commissioners  second 
your  efforts  in  that  way  or  is  his  wish  to  increase  the 
number  heard  by  the  Commissioners? — Really  I could 
not  say;  I do  not  know. 

26.007.  One  would  wonder  how  it  has  come  about 
that  so  small  a number  of  appeals  is  heard? — In 
practice  there  is  a sort  of  understanding  that  they 
hear  appeals  only  on  points  of  law,  and  such  points 
of  law  as  we  feel  we  cannot  give  way  upon. 

26.008.  We  were  told  in  evidence  that  the  City 
Commissioners  wish  to  stand  up  for  the  small  tax- 
payer; how  is  that  given  effect  to? — I cannot  say. 
The  Additional  Commissioners  do  not  deal  with  cases 
under  £500,  and  as  the  General  Commissioners  only 
hear  appeals  on  points  of  law,  the  small  taxpayer 
does  not  come  within  their  purview  at  all,  as  a matter 
of  fact. 

26.009.  The  small  taxpayer  is  really  in  your  hands  ? 
— Yes. 

26.010.  I suppose  you  extend  to  him  the  same 
sort  of  treatment  as  you  give  to  a large  taxpayer? — 
Absolutely.  I think  he  gets  more  assistance  from  us, 
because  a more  wealthy  taxpayer  can  employ  a 
solicitor  or  an  accountant,  but  the  small  taxpayer 
frequently  has  to  come  to  our  clerks  and  get  assist- 
ance in  filling  up  forms,  and  that  sort  of  thing. 

26.011.  Reverting  to  one  or  two  questions  put  to 
Mr.  Best,  in  the  paragraph  dealing  with  collection 
(paragraphs  21  et  seq.),  you  advocate  certain  changes 
and  you  refer  to  the  existing  provisions  there  are  for 
taxpayers  obtaining  money  orders  at  the  post  office? 
— (Mr.  Best)  : Yes. 

26.012.  Supposing  the  taxpayers  as  a whole  took 
advantage  of  that  provision  and  it  became  very  wide- 
spread, would  not  that  practically  be  that  the  post 
office  would  be  the  effective  collector  as  far  as  the 
passage  of  money  is  concerned? — (Mr.  Osier):  It 
would  merely  mean  that  the  post  office  would  act 
more  as  bankers  than  they  do  now,  but  it  would  not 
mean  that  the  post  office  would  be  collectors,  because 
they  would  merely  issue  to  the  taxpayer  an  instru- 
ment which  enabled  him  to  forward  the  money  to  the 
Collector  himself,  who  would  still  have  to  remain 
responsible  for  issuing  the  receipt  for  that  money 
and  giving  a due  quittance  for  it.  We  do  not  suggest 
that  the  post  office  should  ever  be  put  in  a position 


in  which  they  should  give  a receipt  for  the  actual 
tax. 

1*6,013.  But  the  actual  passage  of  the  money  and 
the  accounting  for  it  as  against  an  entry  of  so  much 
clue  would  then  be  done  by  the  post  office,  and  all 

the  rest  of  the  work  would  be  bookkeeping  work? 

All  the  rest  of  the  work  would  be  bookkeeping  work 
on  the  part  of  the  Collector. 

26.014.  That  being  the  case,  have  you  considered 
the  possible  alternative  method  of  collection,  by  which 
Collectors  of  Taxes,  as  such,  would  almost  disappear, 
that  is,  by  the  utilisation  of  the  post  office  machinery 
in  that  way? — As  an  Association  we  have  not  con- 
sidered that. 

26.015.  Does  it  occur  to  you  that  it  would  be 
possible  to  elaborate  a system  of  payment  to  the  post 
office  on  a notice  containing  a couple  of  counterfoils, 
all  the  clerical  work  to  be  done  as  an  adjunct  to  the 
Surveyor’s  office,  with  all  the  necessary  checks  if  you 
like? — I have  gone  a little  closely  into  that,  because  in 
my  official  capacity  I have  considered  the  possibilities 
of  such  a scheme  and  the  difficulties  in  the  way  of  it 
appeared  to  me  at  the  time  to  be  insuperable. 

26.016.  May  we  take  it  that  your  Association 
definitely  negatives  the  possibility  of  extension  of 
collection  on  those  lines? — The  Association  have  not 
considered  the  matter.  I am  only  speaking  now  per- 
sonally; you  asked  me  the  personal  question. 

26.017.  After  all,  the  Post  Office  has  such  wonderful 
ramifioations — and  iB  on  the  ground  already  for  actual 
receipt  of  money — that  we  could  by  making  use  of  the 
Post  Office  approximate  to  this  very  position,  could 
we  not? — You  would  approximate  to  this  position, 
but  I think  you  would  find  that  there  are  grave  prac- 
tical difficulties  in  the  way. 

26.018.  Mr.  McLintock : Would  the  demand  notice 
for  the  tax  have  to  be  exhibited  to  the  post  office 
official  who  made  out  the  money  order. 

26.019.  Dr.  Stamp : It  is  now.  The  taxpayer  wants 
a free  money  order  for  his  duty,  and  to  get  his  order 
free  he  has  to  show  the  notice. 

26.020.  Mr.  McLintock : Then  the  post  office 

officials  will  also  see  the  man’s  liability  for  Income 
Tax  if  the  system  is  extended. 

26.021.  Dr.  Stamp:  Would  that  be  an  additional 
objection? — I do  not  know  that  there  would  be  any 
particular  objection  t-o  that,  because  the  post  office 
official  will  not  see  the  man’s  total  liability  for  Income 
Tax ; he  will  only  see  by  a particular  demand  note  in 
respect  of  an  assessment  which  bears  a certain  number 
that  this  man  has  to  pay  a certain  amount  of  tax,  but 
whether  he  has  40  such  demand  notes  or  whether  that 
is  the  only  one,  nobody  knows. 

26.022.  Mr.  McLintock : In  Scotland  the  demand 
note  will  show  the  whole  thing. 

26.023.  Dr.  Stamp : Is  there  not  the  additional  pre- 
caution that  he  might  go  to  another  post  office  not 
in  his  own  parish? — He  might  go  to  any  post  office. 

26.024.  Mr.  Pretyman:  He  might  get  out  of  it  if 
he  chose  by  paying  by  cheque? — That  would  be  a 
breach  in  the  general  system  of  collection  by  the  post 
office. 

26.025.  Dr.  Stamp : I was  asking  with  a view  of 
eliciting  whether  your  Association  had  considered  the 
possibility  of  largely  eliminating  the  Collectors  of 
Taxes  in  the  provincial  districts  by  using  the  post 
office,  but  letting  the  book-keeping  work  be  done  by 
the  Inland  Revenue  Department? — I think  I should 
be  quite  justified  on  behalf  of  my  Association  in 
saying  that  it  is  not  our  view  that  you  will  ever  be 
able  to  do  entirely  without  the  personal  services  of 
a Collector. 

26.026.  For  arrears  ?— There  will  necessarily  be  a 
residue  of  cases  always. 

26.027.  My  whole  questions  were  framed  with  the 
idea  that  you  would  have  to  resort  to  something 
analogous  to  the  Scottish  system  of  the  Sheriff  s 
officer.  You  would  have  to  resort  to  the  County  Court 
official  or  some  other  official  to  collect  the  arrears ; 
that  would  be  essential,  would  it  not? — That  would 
be  essential. 

26.028.  Mrs.  Knowles:  Do  you  think  the  Post  Office 
would  be  willing  to  take  on  the  job?  It  would  mean 
a great  increase  of  work  for  them,  and  they  say  they 
are  very  much  overworked  already.  It  seems  to  me 
that  you  are  going  to  take  off  officials  at  one  end 
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and  put  the  work  on  to  another  office,  who  presumably 
or  possibly  will  not  take  it?— I think  the  Post  Office 
would  undoubtedly  want  to  consider  such  a matter 
very  carefully,  and  it  would,  of  course,  resolve  itself 
into  a question  of  staff.  I should  like  to  suggest  that 
our  point,  that  we  are  putting  forward,  is  not  that 
the  Post  Office  should  be  placed  in  the  position,  as  it 
were,  of  Collectors  of  Taxes.  We  are  only  suggesting 
that  there  should  be  no  limit  to  the  sum  in  respect 
of  which  it  is  possible  to  obtain  this  free  money  order, 
that  is  to  say,  that  nobody  should  be  in  the  position  of 
saying:  “ I cannot  remit  this  money  to  the  Collector 
without  putting  myself  to  expense ; I shall  have  to  pay 
the  2d.  on  a cheque  or  pay  poundage  on  money 
orders.”  At  the  present  time  he  can  obtain  a free 
money  order  up  to  a maximum  sum  of  £40.  We  are 
only  suggesting  that  similar  consideration  should  be 
obtainable  at  a post  office  irrespective  of  the  amount, 
and  that  if  a man  had  to  pay  £50,  £60  or  even  £100, 
if  he  liked  to  go  to  the  post  office  and  get  a free 
instrument  for  the  purpose  of  remitting  that  money, 
he  should  be  allowed  to  do  so. 

26.029.  My  idea  of  the  advantage  you  set  forth  was 

that  you  would  be  able  to  do  without  certain  of  the 
Collectors,  and  you  would  be  able  to  save  in  adminis- 
tration over  the  Collectors  ?— We  think  eventually 
you  would  be  able  to  save  a good  deal  in  administra- 
tion, but  not  because  of  this  money  order  point;  that 
is  really  a very  small  point;  it  was  in  regard  to  our 
other  proposals.  x 

26.030.  Then  if  you  had  to  rncrease  the  Post  Office 
staff’  I do  not  see  where  the  saving  is  ooming  in 
nationally?— I do  not  think  there  would  be  any  par- 
ticular saving  in  regard  to  that,  but  I do  submit 
that  is  not  the  main  feature  of  our  proposal;  rt  is 
a very  subsidiary  feature. 

26.031.  There  is  one  point  that  you  have  not  accen- 
tuated in  your  evidence,  that  is,  do  you  think  it  is 
an  entirely  desirable  system  to  have  additional  assess- 
ments that  you  can  make  for  three  years  when  you 
have  under-estimated  the  amount.  Do  you  think 
you  should  suddenly  send  in  for  £28,  say,  and  give 
no  reason  why  a taxpayer  is  called  upon  to  pay  up. 
What  is  the  official  name  of  the  thing;  is  it  an 
additional  assessment? — (Mr.  Best ) : There  is  usually 
full  notice  of  charge. 

26.032.  But  not  the  reasons  for  the  charge?—  Hie 
notice  of  charge  should  state  the  source  of  the  income 
and  the  amount  of  the  income,  and  if  there  has  been 
an  increase  it  would  show  tho  total  sum  less  the  sum 
already  assessed,  leaving  the  additional  assessment  as 
the  difference;  is  not  that  sufficient  explanation? 

26.033.  Well,  a case  was  given  to  me  by  a colleague 
of  mine,  who  had  a demand  for  £28  recently.  He 
said  no  reason  was  given  to  him,  and  he  had  to  go 
round  to  the  Surveyor’s  office  to  see  what  the  £-.8 
was  asked  for,  and  found  it  was  salary  while  he  was 
at  the  war,  which  salary  was  not  paid  by  our  place, 
and  £28  was  not  due.  He  thought  it  perfectly  out- 
rageous that  he  should  have  £28  demanded  and  no 
reason  given. 

26.034.  Mr.  Pretyman:  Do  you  know  whether  the 

demand  came  from  the  Surveyor  of  Taxes  or  the 
Collector?  . 

26.035.  Mrs.  Knowles:  He  went  to  settle  it  witli 

the  Surveyor.  , 

26.036.  Mr.  Pretyiman:  Perhaps  it  was  only  the 
demand  from  the  Collector?— Did  the  notice  show  the 
total  only? 

26.037.  Mrs.  Knowles:  I did  not  see  the  notice?— 
I suggest  the  notice  of  charge  has  been  served  and 
has  possibly  miscarried  and  has  not  reached  him.  It 
is  very  unusual  for  a demand  note  to  be  served  with- 
out there  being  first  a notice  of  charge  explaining 
the  additional  assessment.  Of  course,  mistakes  co 
happen,  one  must  admit,  but  it  would  be  quite  unusual 
for  any  taxpayer  to  receive  a demand  for  an 
additional  assessment  without  first  having  had  a full 
notice  of  the  charge ; he  would  have  that  from  the 
Clerk  to  the  Commissioners. 

26.038.  Who  would  be  responsible  for  making  a back 
assessment  like  that? — The  Surveyor. 

26.039.  You  have  spoken  a great  deal  of  the  Sur- 
veyor being  a sort  of  taxpayer’s  friend,  although 
some  people  think  he  is  not.  Do  you  not  think  the 


friction  comes  from  the  fact  that  the  majority  of  the 
small  taxpayers  only  see  the  clerks?  Do  you  not 
think  you  have  got  to  begin  reforming  your  Surveyors’ 
clerks  a good  deal?  How  are  they  appointed?  Of 
course,  a big  person  will  see  the  Surveyor  probably  ? — 
The  tax  clerks  are  established  civil  servants. 

26.040.  How  long  have  they  been  established? — I 
suppose  about  six  or  seven  years  ago  they  were  estab- 
lished. Previously  to  that  they  were  unestablished 
clerks.  They  are  now  selected  by  examination  or 
were  until  the  war  stopped  examinations. 

26.041.  To  what  extent  has  the  Surveyor  got  any 
power  to  dismiss  them  or  reprimand  them? — The  Sur- 
veyor himself  has  no  powers  of  dismissal  other  -than 
reporting  to  the  Board  dereliction  of  duty. 

26.042.  Then  he  has  got  an  office  with  no  control 
over  his  clerks;  is  that  it? — By  no  means.  He  has 
full  power  of  discipline  over  his  clerks,  and  in  case 
of  serious  dereliction  of  duty  he  would  report  the 
clerk,  and  the  Board  would  take  appropriate  action. 
In  the  meantime  all  the  clerk’s  increments  depend 
on  the  Surveyor’s  reports  year  by  year,  and  his  pro- 
motion also  to  a certain  extent. 

26.043.  T)r.  Stamp:  The  Surveyor  could  suspend 
the  clerk  in  certain  circumstances,  could  he  not? — 
Certainly. 

26.044.  Mrs.  Knowles:  You  think  the  method  of 
recruiting  clerks  is  at  present  satisfactory.  Do  you 
get  a satisfactory  class  of  clerk? — I think  so,  on  the 
whole,  though  we  are  concerned  about  the  smallness 
of  the  initial  pay  of  the  junior  clerks.  We  are  find- 
ing at  the  moment  that  the  best  of  our  junior  clerks 
are  very  much  inclined  to  leave  us,  because  they  are 
underpaid. 

26.045.  After  all,  it  is  with  that  class  of  person 
that  the  small  taxpayer  comes  into  contact.  He  goes 
and  sees  the  clerk,  and  the  clerk  does  not  trouble  the 
Surveyor?— (Mr.  Eborall)  : We  do  not  hear  of  any 
friction  generally. 

26.046.  But  you  would  not,  you  see?— We  are 
sitting  in  the  next  room.  (Mr.  Best ) : And  if  the  tax- 
payer is  not  satisfied,  he  goes  home  and  writes  a 
letter  to  us. 

26.047.  If  you  take  away  the  Assessor,  who  is 
supposed  to  be  the  taxpayer’s  friend,  they  have  only 
the  Surveyor’s  clerk  to  go  to? — The  clerks  must  do 
some  of  the  work. 

26.048.  I know  that.  I am  asking  what  class  of 
clerk  you  are  going  to  substitute  for  your  Assessor, 
which  is  pretty  much  what  the  substitution  comes  to. 
The  point  is,  is  the  class  of  clerk  satisfactory ; are  you 
improving  them? — They  are  more  or  less  satisfactory 
and  they  are  being  improved. 

26.049.  And  you  think  w'hen  you  really  do  get  them 
up  to  a better  level  even  than  at  present  you  will  not 
need  the  Assessor;  that  is  where  the  friction  seems 
to  me  likely  to  oome  in  more  than  anywhere  else? — I 
have  no  fear  of  friction  of  that  kind  arising.  The 
clerks  are  all  under  very  close  instructions  to  be 
courteous  at  all  times  under  any  provocation,  and  we 
have  reason  to  believe  that  they  obey  their  in- 
structions. 

26.050.  And  do  they  know  anything?— Oh  yes,  cer- 
tainly. They  are  provided  w'ith  books  of  instruction 
about  1^  inches  thick;  at  times  classes  are  held  to  in- 
struct them  in  their  duties,  and  they  are  quite 
capable  of  dealing  with  the  ordinary  small  taxpayer 
who  comes  to  see  us. 

26.051.  No  one  has  any  doubt  that  the  small  class 
of  Surveyors  are  extraordinarily  competent,  but  the 
mass  of  clerks  below'  that  will  take  the  small  people, 
and  that  makes  the  Income  Tax  so  tremendously  un- 
popular with  a lot  of  small  people?— You  may  re- 
member we  have  had  an  enormous  increase  of  clerks 
during  the  war,  and  they  are  not  yet  fully  trained. 
We  are  training  them  as  fast  as  we  can  and  when 
they  are  fully  trained  they  will,  of  course,  be  more 
competent  than  they  are  now',  but  we  do  not  get  com- 
plaints at  present — or  rarely.  (Mr.  Eborall) : It  is  very 
exceptional  indeed  for  a complaint  to  be  made,  of  a 
clerk’s  conduct,  I think.  I do  not  know  that  I can 
call  a case  to  mind  in  the  course  of  20  years.  (Mr. 
Osier) : I do  not  remember  such  a case  either.  I 
think  they  are  uniformly  courteous,  although  they 
may  not  always  be  so  fully  competent  ns  one  might 
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wish,  but  that  is  a thing  that  jvill  improve  as  time 
goes  on. 

26.052.  Sir  IV  . Trower : As  a matter  of  business, 
dealing  with  the  collection  and  assessment  of  taxes, 
I take  it  there  are  four  things  that  have  to  be  dealt 
with,  that  is,  the  return  of  the  taxpayer  cf  his  in 
come  within  the  jurisdiction  of  the  Surveyor,  the 
assessment,  appeal  and  collection;  that,  as  a business 
proposition,  covers  the  whole  ground? — (Mr.  Best ) : I 
think  so. 

26.053.  Return,  assessment,  appeal  and  collection? — 
That  covers  the  ground. 

26.054.  I take  it  with  reference  to  the  return,  the 
Surveyor  should  have  power  to  obtain  a return  from 
the  taxpayer? — We  think  so. 

26.055.  With  regard  to  the  assessment,  is  it  your 
opinion  that  the  Surveyor  of  Taxes  should  have  power 
to  assess  in  all  cases  where  there  is  no  difference  be- 
tween him  and  the  taxpaper  ? — That  is  our  proposal. 

26.056.  With  regard  to  the  Additional  Com- 
missioners, I gather  that  you  wish  them  retained  ? — 
Subject  to  the  terms  of  our  proposal. 

2d, 057.  You  wish  them  retained — I am  not  dealing 
with  their  duties  for  the  moment? — Yes. 

26.058.  May  I put  it  to  you  that  it  is  necessary  to 
have  them  first  for  the  protection  of  the  taxpayer  w'ho 
may  wish  to  have  an  assessment  by  someone  other 
than  the  Surveyor? — Yes. 

26.059.  And  secondly  from  the  point  of  view  of  the 
Surveyor  who  may  like  the  protection  of  the 
Additional  Commissioners  in  cases  of  difficulty? — Not 
so  much  the  protection  as  the  knowledge  they  may 
have. 

26.060.  Would  it  meet  your  view  that  the  assess- 
ment should  be  made  in  all  cases  by  the  Surveyor  ex- 
cept where  either  the  taxpayer  or  the  Surveyor  Avishes 
to  refer  the  matter  to  the  Additional  Commissioners? 
—That  is  what  we  propose  and  wish. 

26.061.  Either  the  Surveyor  or  the  taxpayer  to  have 
power  to  refer  to,  and  obtain  an  assessment  from,  the 
Additional  Commissioners,  and  in  all  other  cases  the 
Surveyor  should  have  power  of  making  the  assess- 
ment ? — Yes. 

26.062.  Then  with  regard  to  appeal,  are  you  satisfied 
with  the  appeal  to  the  General  Commissioners? — Yes, 
generally  speaking. 

26,063"  And  it  is  a satisfaction  both  to  the  Surveyor 
of  Taxes  and  also  to  the  taxpayer? — Yes. 

26.064.  Then  with  regard  to  collection,  which  is  the 
last  point,  you  think  that  the  Collector  should  be  a 
aa hole-time  civil  servant? — Yes,  we  think  that. 

26.065.  With  regard  to  paragraph  20  that  Avould 
seem  to  suggest  that  the  question  of  the  assessment 
of  Super-tax  should  be  dealt  with  solely  by  the 
Surveyor  of  Taxes  of  the  district,  and  that  there 
should  be  no  right  to  refer  the  matter  to  the  Special 
Commissioners  ?— That  is  not  our  suggestion.  We  do 
not  wish  that  to  be  read  into  our  suggestion.  We 
should  certainly  retain  the  option  cf  the  taxpayer  to 
be  assessed  by  the  Special  Commissioners. 

26.066.  Your  paragraph  is  rather  different? — I am 
sorry. 

26.067.  Sir  J.  Harmood- Banner : In  p;>ragraph  14 
(d)  you  say:  “In  case  of  appeal,  poAver  should  be 
given  to  the  Surveyor  to  amend  the  assessment  by 
agreement  with  the  appellant  and  on  Avithdrawal  of 
notice  of  appeal.”  Is  not  that  rather  a large  order 
to  give  the  Surveyor  Avithout  some  counter-check  of 
some  sort.  Would  not  your  proposal  be  subject  to 
some  power  of  agreement  Avith  the  head  officials,  be- 
cause the  Surveyor  and  the  appellant  might  agree, 
and  there  is  no  evidence  that  it  has  anyone  else’s 
sanction? — It  seems  to  me  that  you  are  suggesting  a 
very  remote  possibility,  but  there  is  no  s-ich  check 
now  other  than  those  that  Avill  remain.  There  is  at 
present  the  formal  approval  of  the  General  Com- 
missioners (in  some  cases]  to  the  submitted  appeals. 
There  is  also  the  inspection  of  the  Surveyor’s  work 
by  his  superior  officers.  The  check  by  the  General 
Commissioners  is  purely  formal ; the  check  by  the 
Surveyor’s  superior  officers  is  not.  We  suggest  that 
the  formal  check  should  go,  and  the  other,  of  course, 
will  remain. 

26.068.  It  is  only  that  you  put  this  as  one  of  the 
proposals,  and  to  an  outsider  it  looks  rather  a large 
order  to  give  the  Surveyor  that  power,  unless  it  is 


subject  to  some  qualification  that  there  should  be  that 
proviso  as  regards  the  authority  of  some  head  depart- 
ment?— It  may  surprise  the  public  to  knoAV  that  ays 
do  the  majority  of  the  appeal  Avork. 

26.069.  The  Surveyors  do  the  majority  of  the  appeal 
Avork  ? — Y es,  already . 

26.070.  Do  they  agree  those  cases  Avithout  any  re- 
ference to  some  head  authority? — Yes;  it  is  part  of 
their  normal  Avork,  unless  an  exceptionally  difficult 
case  arises  in  Avhich  the  Surveyor  A-ould  refer  it  for 
advice,  perhaps,  to  his  immediate  superior. 

26.071.  There  is  a department  which,  for  instance, 
audits  his  decisions,  and  if  they  found  his  decisions 
Avere  running  rather  easily  one  way  or  the  other 
Avould  take  him  to  task,  and  he  would  be  subject  to 
approval  or  disapproval  by  the  authorities? — The 
Avhole  of  that  Surveyor’s  Avork  is  Avatched  and  in- 
spected. 

26.072.  By  an  audit  department? — By  an  officer 
of  superior  rank,  avIio  has  been  through  the  Surveyor 
grade  and  Avho  knoivs  the  work. 

26.073.  So  that  this  poAver  of  settling  appeals  given 
here  Avould  be  subject  to  some  supervision  by  an 
outside  authority? — By  a superior  authority,  yes,  in 
the  Avay  I have  suggested. 

26.074.  It  does  look  as  you  put  it  a little  bit  Avide  to 
give  a right  of  settling  an  appeal  to  a Surveyor, 
unless  there  was  some  such  superior  authority  stated  ? 
— Yes,  but  in  that  clause  Ave  are  merely  asking  for 
legal  powers  for  what  we  already  do  in  fact. 

26.075.  Mr.  Fretyman : We  will  now  deal  with  the 
question  of  re-valuation. 

26.076.  Dr.  Stamp  : Your  suggestion  on  revalua- 
tion comes  to  this,  that  you  are  going  to  compile 
a valuation  roll  which  can  be  kept  up-to-date  ? — 
(Mr.  Osier ) : That  is  so. 

26.077.  It  is  almost  analogous,  is  it  not,  to  the 
system  obtaining  in  Scotland? — It  is  similar  to  that, 
but  it  has  an  important  difference. 

26.078.  Will  you  tell  us  what  that  Avould  be? — 
The  re-valuation  roll  that  obtains  in  Scotland  is 
re-made  every  year.  There  is  a complete  new  re- 
valuation roll  every  year.  Returns  are  sent  out  to 
everybody  every  year  and  the  roll  is  made  afresh, 
although  the  A'alues  may  be  the  same.  It  may  be 
that  they  only  find  5 per  cent,  or  10  per  cent,  of 
cases  in  Avliich  any  alteration  is  necessary;  still,  the 
whole  formality  is  gone  through.  In  the  proposal 
that  Ave  make  we  suggest  that  we  should  only  concern 
ourselves  with  the  re-valuation  each  year  of  the  pro- 
perties Avhere  there  is  evidence  that  an  alteration 
or  value  has  taken  place. 

26.079.  On  a change  of  tenancy,  for  instance,  you 
Avould  inquire? — On  a change  of  tenancy  we  would 
inquire  of  the  new  tenant  Avhat  rent  he  Avas  paying. 

26.080.  Therefore,  the  neAV  system  Avould  be  a con- 
siderable advantage  to  the  Revenue  from  the  point 
of  view  of  yield  Avithout  being  unjust  to  the  tax- 
payer?— It  would  be  of  considerable  advantage  be- 
cause the  present  system  does  not  enable  the  Revenue 
to  take  advantage  of  any  increases  in  value,  whilst 
the  Revenue  has  always  been  forced  to  admit 
reductions  in  the  case  of  decreases  in  value. 

26.081.  Then  so  far  from  this  change  being  mado 
at  the  expense  of  justice  to  the  taxpayer  it  is  really 
more  just  to  the  taxpayer? — It  is  really  more  just 
to  the  taxpayer. 

26.082.  Because  everybody  is  being  dealt  with  on 
his  current  facts? — Yes,  everybody  is  being  dealt  with 
on  similar  lines. 

26.083.  It  is  possible  at  the  present  moment  that 
there  are  some  people  who  are  grossly  under-assessed 
on  this  branch  of  their  income? — Quite  possible. 

26.084.  Mr.  McLintock  : With  regard  to  the  point 
that  Dr.  Stamp  has  touched  upon,  you  find  in  Scot- 
land that  this  valuation  roll  is  very  useful  in  con- 
nection with  Income  Tax  assessment  to  enable  you  to 
trace  removals,  and  it  discloses  a lot  of  general 
information  about  the  taxpayer,  which  is  quite  help- 
ful; it  gives  you  his  payments  and  the  ground  rents 
from  which  he  deducts  tax? — The  valuation  roll  so 
far  as  I am  aware  does  not  give  you  information  as 
to  his  payments  for  ground  rents. 
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26.085.  It  does  in  Glasgow  anyhow? — I could  not 
speak  with  first-hand  knowledge  as  regards  that ; I 
have  not  been  a valuation  officer  in  Scotland. 

26.086.  Apart  from  the  mere  valuation  of  the  sub- 
jects’, you  find  it  very  useful  as  a hook  of  reference 
in  tracing  removals  and  various  changes  from  time  to 
ti  me  ? — TJ  ndoubtedly . 

26.087.  Which  otherwise  you  would  have  to  go  out 

and  look  for?— Yes.  _ , , 

26.088.  And  in  England  you  have  not  had  a re- 
valuation for  about  five  years?— We  have  not  had  a 
re-valuation  for  about  nine  years — nearly  ten  years. 

26.089.  Sir  J . Harmoocl-Banner : Do  you  suggest 
that’ this  re-valuation  should  apply  to  Ireland? — We 
do  not- suggest  that  this  should  apply  to  Ireland. 

26.090.  Mr.  Pretyman:  How  do  you  suggest  that 
the  cases  that  require  revision  should  be  brought 
under  notice;  who  is  to  do  that? — I suggest  that  the 
Surveyor  of  Taxes  would  be  made  responsible  for 
that,  and  that  an  organisation  would  be  set  up 
within  his  office  for  discovering  automatically  all  such 
cases.  We  have  instanced  a few  sources  of  informa- 
tion which  would  be  useful  to  him  in  that  connection, 
and  it  would  be  an  administrative  matter  to  devise 
a proper  scheme  whereby  he  could  tap  all  sources 
of  information  which  would  enable  him  to  discover 

. from  year  to  year  changes  in  value. 

26.091.  Take  the  very  normal  and  ordinary  case  in 
the  increase  of  rent  in  the  re-letting  of  a property, 
which  I understand  now  does  not  carry  a liability 
to  an  increased  assessment  until  the  quinquennial 
valuation? — That  is  so. 

26.092.  Would  you  throw  the  liability  of  returning 
that  increased  rent  upon  the  owner  of  the  property 
or  would  you  leave  it  to  the  Surveyor  to  take  his 
chance  of  finding  it  out? — We  should  leave  it  to  the 
Surveyor  to  find  it  out.  The  Surveyor  would  be  in 
possession  of  particulars  showing  changes  of  tenancy ; 
that  would  be  quite  easy  to  ascertain,  and  in  all  those 
cases  we  should  ask  that  you  should  recommend  that 
he  be  given  power  to  call  for  a return  either  from  the 
owner  or  from  the  tenant  of  the  new  rent  that  is 
in  operation. 

26.093.  And  at  present  the  right  to  get  a rebate 
when  a re-letting  takes  place  at  a lower  rent  is  not 
statutory,  is  it? — It  is  not  statutory. 

26.094.  It  is  only  customary? — It  is  only  customary. 

26.095.  I suppose  you  would  make  it  statutory  by 
this? — -Yes. 

26.096.  So  that  a change  which  Avas  ascertainable 
by  the  Surveyor  would  automatically  be  folloAved  by 
a statutory  alteration  in  the  assessment  correspond- 
ing to  the  change? — That  Avould  be  so  whether  up  or 
doAvn. 

26.097.  Would  that  replace  the  quinquennial  valua- 
tion altogether? — Yes. 

26.098.  You  would  have  no  periodic  valuation?— 
No.  The  valuation  roll  would  be  a permanent  roll 
subject  to  constant  revision;  it  would  always  be  up- 
to-date. 

26.099.  You  do  not  think  there  would  be  any  risk 
of  some  inequalities  remaining  undiscovered  for  a 
long  period  by  there  being  no  going  over  the  whole 
ground? — 1 think  not,  because  as  an  administrative 
matter  the  Board  of  Inland  Revenue  could  direct  in 
any  particular  year  that  the  Surveyor  of  a particular 
district  should  make  a check  of  the  valuation  in  this 
parish  or  that  parish  and  should  issue  forms  of 
i eturn  to  all  the  persons  on  the  roll  in  the  parish 
simply  to  check  the  particulars. 

26.100.  Mr.  McLintock : In  Scotland  the  form  is 
issued  every  year  to  every  owner  of  property? — Yes. 

26.101.  Mr.  Pretyman : That  is  quite  a different 
thing ; it  is  really  a very  different  system  from  the 
Scotch  system.  The  Scotch  system  is  that  every  per- 
son on  the  valuation  roll  has  annually  to  make  a 
return . 

26.102.  Mr.  McLintock : And  state  if  there  is  any 
change. 

26.103.  Mr.  Pretyman:  Yes,  you  therefore  go  over 
the.  whole  ground  every  year? — Yes. 

26.104.  Your  proposal  is  a very  different  one.  Your 
proposal  is  in  a sense  that  you  do  not  propose  to  go 
over  automatically  any  of  the  ground  in  any  year; 


what  you  propose  is  that  changes  shoAild  be  recorded 
when  ascertained? — We  propose  to  set  up  a system 
under  Avhich  Ave  shall  knoAV  before  hand  all  the  cases  in 
which  it  has  been  possible  for  a change  to  take  place 
and  Ave  shall  concentrate  our  inquiries  on  those 
cases  only  instead  of  scattering  forms  broadcast  to 
the  Avhole  of  the  properties,  although  Ave  may  kuoAv 
that  the  same  tenant  under  the  same  terms  of  ten- 
ancy is  still  there.  The  man  is  still  there  working 
outran  agreement  of  say  five  years. 

26.105.  Where  there  is  a change  of  tenancies  I can 
quite  understand  it  Avould  be  pretty  easy  to  ascertain, 
but  take,  for  instance,  agricultural  tenancies.  It 
it  not  at  all  infrequent  for  changes  of  rental  to  be 
privately  arranged  betAveen  the  landlord  and  the  ten- 
ant Avithout  anybody  being  aAvare  of  it  except  their 
OAvn  two  selves;  hoAV  are  you  going  to  get  at  that?— 

In  the  case  of  an  agricultural  tenancy  where  the 
tenancy  is  an  annual  tenancy  from  year  to  year,  it 
Avould  probably  be  necessary  for  us  to  issue  forms  at 
fairly  frequent  intervals,  but  I think  there  we  should 
probably  have  some  indication  of  the  change  in  the 
rent. 

26.106.  Mr.  Pretyman : Well,  you  might  or  might 
not. 

26.107.  Dr.  Stamp:  You  would  have  to  have  an 
automatic  system  of  dealing  at  certain  intervals 
Avith  that  class  of  property,  and  also  with  owner - 
occupied  property  in  general? — It  would  be  quite 
possible  to  arrange  that  within  the  terms  of  this 
scheme ; it  would  be  an  administrative  matter. 

26.108.  Mr.  McLintock:  Take  the  case  of  buildings 
occupied  for  the  purposes  of  trade,  like  a mill,  in 
.Scotland  they  make  an  annual  survey?— That  is  so. 

26.109.  And  if  they  observe  a neAV  building  they 
put  on  a figure  of  additional  assessment,  with  the 
right  of  appeal? — Yes. 

26.110.  That  is  not  done  in  England?— That  is  not 
done  in  England.  Of  course,  you  see,  in  Scotland 
that  valuation  takes  effect  for  rating  purposes.  In 
England  now  a valuation  under  Schedule  A is  only 
effective  for  the  purposes  of  Income  Tax,  and  in  the 
case  of  a mill  it  really  would  not  matter. 

26.111.  I Avas  not  so  much  concerned  with  the  pur- 
pose’ but  in  practice  to-day  there  is  a survey  made  of 
all  property  to  see  if  there  has  been  any  specific  addi- 
tion or  alteration  to  it? — -That  is  so. 

26.112.  And  the  additional  assessment  is  imposed? 
— That  is  so. 

26.113.  The  same  system  should  apply  all  round. 

26.114.  Dr.  Stamp:  Would  not  your  proposal  then 
lead ’the  way  to  a fusion  of  the  rating  values  and  the 
Imperial  values  ? — It  would  render  such  a fusion  more 
possible,  I think. 

26.115.  Mr.  Pretyman:  Before  we  begin  the  third 
subject  I just  want  to  ask  you  one  question  on  the 
Schedule  A evidence.  Could  you  say  whether  you 
have  made  any  calculation  of  Avhat  would  be  the 
estimated  gain  per  annum  in  the  proposed  change  in 
the  method  of  valuation  of  properties?— We  have  a 
rough  idea  as  to  that.  If  a system  were  adopted 
Avhich  enabled  the  annual  valuations  to  be  kept  up  to 
date  each  year  we  have  estimated  that  at  present 
rates  of  tax  the  gain  to  the  Revenue  would  probably 
be  not  less  than  £150,000  a year. 

26.116.  Now  we  will  take  the  third  subject  on  which 
you  have  presented  your  evidence,  that  is  graduation 
and  differentiation.'  I do  not  know  whether  you 
Avould  like  to  make  any  addition  to  Avhat  you  have 
said  before  you  are  questioned  upon  it?— I think  not. 

26.117.  Sir  E.  Nott-Bower:  I should  like  to  ask 
you  ’a  few  questions  about  the  interesting  suggestion 
which  your  Association  brings  forward  in  paragraph 
24  of  your  third  paper.  That  suggestion  is  designed 
to  obtain  a smooth  graduation  of  Income  Tax,  and  a 
graduation  which  will  be  capable  of  being  defended  on 
equitable  grounds  even  when  Income  Tax  has  mounted 
to  the  height  that  our  Income  Tax  has  mounted.  This 
graduation,  if  it  were  acceptable  in  principle,  would 
smooth  away  these  appalling  difficulties  which  have 
been  connected  Avith  some  of  the  other  suggestions 
which  have  been  made  in  order  to  equalize  the  gradua- 
tion. It  is  comparatively  a very  simple  suggestion. 
I may  sav  with  regard  to  the  method  of  working  at 
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first  sight  those  abatements  of  £140,  £160  and 

£375  look  rather  arbitrary.  I think  the  principle  at 
the  base  of  the  scale  is  really  like  the  Super-tax 
principle.  It  might  be  perhaps  more  convenient  to 
work  it  by  those  six  payments  that  have  an  arbitrary 
look,  but  the  scheme  looks  more  attractive  when  you 
have  regard  to  the  basis  upon  which  it  is  carried  out, 
the  Super-tax  basis,  which  you  really  give  in  Annexe 
5 to  your  third  paper.  I think  that  scale  in  para- 
graph 25  is  based  on  an  exemption  of  the  first  £140  of 
income,  then  a charge  of  3s.  4d.  on  income  between 
£140  and  £500,  a further  charge  of  5s.  on  the  excess 
up  to  £950,  and  a charge  of  6s.  on  the  excess  of  £950? 
— No,  it  is  not  based  on  a further  charge  of  5s.  on 
the  excess  of  £500. 

26.118.  I know;  I have  expressed  myself  badly;  the 
scale  in  paragraph  25  is  a scale  under  which  an  in- 
come in  excess  of  £140,  and  not  exceeding  £500, 
would  be  charged  first  of  all  by  deducting  an  abate- 
ment of  £140  from  the  amount  of  the  income,  and 
then  by  charging  a flat  rate  of  3s.  4d.  on  the  residue, 
but  if  the  income  exceeds  £500  and  does  not  exceed 
£950  you  would  deduct  an  abatement  of  £260  from 
the  total  income,  and  then  charge  a flat  rate  of  5s. 
on  the  whole  of  the  residue.  There  is  no  question 
of  taxing  the  income  in  slices? — No. 

26.119.  The  result  is  precisely  the  same,  is  not  it? 
Your  scale  in  paragraph  25  is  expressly  after  the 
Super-tax  model  in  terms  of  rate  alone? — Quite  so. 
We  give  in  Annexe  5 what  would  be  the  equivalent 
Super-tax  model.  Our  system  is  a variation  of  the 
method  of  carrying  that  into  effect,  but  arriving  at 
the  same  results. 

26.120.  It  is  merely  one  method,  and  perhaps  a 
more  convenient  method,  of  adopting  the  scale  which 
you  describe  in  Annexe  5? — Yes,  that  is  so. 

26.121.  With  regard  to  the  simplicity  that  you 
suggest,  one  of  the  methods  by  which  you  obtain  that 
simplicity  I think  is  that  you  adopt  a different  method 
of  differentiating  in  favour  of  earned  income.  In- 
stead of  having  a rate  charged  on  earned  income 
which  is  different  from  the  rate  charged  on  unearned 
income,  you  propose  to  exempt  altogether  a slice  of 
the  earned  income,  and  to  treat  as  taxable  only  three- 
quarters  of  it;  you  exempt  one-quarter  and  only 
charge  three-quarters,  but  charge  it  at  the  same 
rate? — That  is  one  of  the  three  suggestions  that  we 
made  as  possible  alternative  methods  of  dealing  with 
the  differentiation  problem. 

26.122.  That  treatment  is  really  involved  in  this 
suggestion  that  you  bring  forward? — One  of  those 
three  alternatives  is  involved,  we  think,  in  the  adop- 
tion of  this  system. 

26.123.  You  realize  that  treating  earned  income  in 
that  way  would  increase  the  measure  of  differentia- 
tion ; it  would  make  the  cost  of  differential  treatment 
much  higher,  would  it  not? — That  would  depend 
upon  what  fraction  you  use  as  your  factor  for  the 
purpose  of  turning  earned  income  into  taxable  in- 
come. We  merely  suggested  three-quarters  as  a token 
figure;  you  can  take  four-fifths  or  eleven-twelfths,  or 
any  fraction  you  like,  according  to  the  measure  of 
relief  that  you  think  it  is  necessary  to  extend  to 
earned  income. 

26.124.  But  you  suggest,  do  you  not,  that  the 
fraction  which  is  freed  from  tax,  take  it  at  one- 
quarter,  which  is  one  fraction  suggested,  might  bring 
a man  below  the  exemption  limit  altogether? — Yes. 
The  fraction  of  a quarter  would  be  undoubtedly  more 
advantageous  than  the  present  differentiation,  but 
we  do  not  wish  it  to  be  taken  that  we  are  suggesting 
that  a greater  differentiation  should  be  extended. 
We  only  used  that  fraction  as  an  illustration  of  the 
possibilities  of  the  scale. 

26.125.  I agree.  With  regard  to  that  alteration  of 
method,  you  do  contemplate  that  the  recipient  of 
earned  income  should  virtually  have  a higher  exemp- 
tion ? — Yes,  we  contemplate  that  it  may  be  desirable. 

26.126.  This  scale  that  we  have  before  us  contem- 
plates practically  the  exemption ; I do  not  think  you 
are  recommending  that  precisely,  but  the  figures  that 
you  put  forward  here  contemplate  an  exemption  rate 
of  £140?— Yes. 


26.127.  If  you  grant  differentiation  in  the  form  you 
suggest,  the  person  in  receipt  of  earned  income  would 
be  exempt  up  to  £186  odd  ? — On  the  first  of  the  alter- 
natives, yes;  on  the  second  of  the  alternatives,  no, 
because  the  second  suggestion  is  that  you  should  apply 
your  factor  only  to  that  portion  of  the  earned  income 
which  exceeds  the  exemption  limit.  We  have  contem- 
plated that  you  would  wish  to  keep  the  flat  exemption 
limit  whether  income  were  earned  or  unearned;  that 
you  would  wish  to  have  £140  as  the  exemption  limit 
in  any  case. 

26.128.  Have  you  considered  at  all  which  is  the 
fairest  method  of  treatment? — I do  not  think  that 
I am  justified  in  saying  that  we  have.  That  really 
is  an  economic  and  social  question,  to  which  we  have 
not  applied  our  minds.  We  were  more  concerned 
with  the  machinery  and  methods  which  you  might 
recommend  for  carrying  out  what  you  consider  to  be 
the  fairest  method  of  differentiation. 

26.129.  Then  with  regard  to  the  personal  allow- 
ances for  wife  and  children,  and  so  on,  how  would 
you  work  them  in  connection  with  this  suggestion? 
— It  is  suggested  that  it  might  be  possible  to  consider 
those  personal  allowances  as  a deduction  from  income 
in  arriving  at  chargeable  income. 

26.130.  That  at  present  is  not  done  under  the 
Income  Tax  Acts? — That  is  not  done  under  the  In- 
come Tax  Acts,  neither  in  Life  Assurance  allowance, 
nor  the  personal  allowances. 

26.131.  Life  Assurance  is  such  an  anomalous  allow- 
ance that  I should  almost  like  to  think  of  it  by 
itself,  but  with  regard  to  the  personal  allowances,  do 
you  think  that  it  is  fair  that  the  allowance  when 
made  shall  be  not  merely  an  allowance  of  tax  on  a 
given  amount,  but  that  the  given  amount  shall  be 
deducted  in  considering  a man’s  total  income? — We 
think  that  would  be  quite  reasonable  and  logical. 

26.132.  So  far  as  mere  equity  is  concerned,  where 
would  you  cease  to  grant  that  allowance? — At  what 
point  should  we  cease  to  make  personal  allowances? 

26.133.  Yes? — That  is  a question  upon  which  we 
have  not  ventured  to  offer  an  opinion;  again,  it  is 
rather  an  economic  and  social  question. 

26.134.  We  are  on  the  question  of  the  smooth 
graduation  now.  Of  course,  if  it  is  to  stop  anywhere, 
at  the  point  where  it  is  cut  off  there  will  be  a jump? 
— There  must  always  be  a jump  in  any  system  where 
you  cut  off  personal  allowances. 

26.135.  Is  there  any  reason  why  it  should  be  cut 
off  at  any  point  at  all  on  equitable  grounds? — On 
equitable  grounds  I should  think  probably  there  is 
no  reason;  no  administrative  grounds  possibly  there 
might  be  found  some  reason. 

26.136.  You  do  not  think  you  would  be  unable  to 
work  the  tax  because  of  those  allowances? — No,  and 
of  course,  the  higher  you  make  your  limit  the  fewer 
are  the  number  of  incomes  which  will  be  excluded 
from  those  personal  allowances,  and  the  fewer  number 
that  are  excluded  in  comparison  to  the  whole,  the 
less  extra  difficulty  would  be  involved  if  you  gave  it 
to  all  of  them. 

26.137.  With  regard  to  the  graduation  which  you 
would  get  under  this  scale,  the  slope  is  not  quite 
so  steep  as  we  have  it  at  present.  Let  me  put  it  to 
you  in  this  way  to  see  if  I understand  your  scale 
aright;  I think  under  the  scale  you  suggest  the  In- 
come Tax  payable  by  a person  whose  chargeable 
income  was  £500  is  the  same,  is  it  not,  as  a man 
with  an  earned  income  of  £500  would  be  under  the 
existing  scale;  take  it  at  those  steps,  £500,  £1,000 
and  £1,500? — On  an  unearned  income  of  £500  the 
tax  would  coincide  with  the  tax  under  the  present 
system.  The  points  where  coincidence  takes  place 
are  shown  on  the  graph  which  is  given  as  an 
Appendix.’  [See  Appendix  No.  44.] 

26.138.  Would  not  the  same  result  follow  at 
£1,000  and  £1,500? — At  £1,000,  that  is  true,  and  at 
£1,500  the  points  coincide  again. 

26.139.  The  point  I have  in  my  mind  is  this:  of 
course  you  get  coincidence  just  at  the  very  point 
where  the  graduation  under  the  present  system  is 
going  to  make  a huge  jump.  There  is  a jump  at 
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jggQO — immediately  above  £500;  then  immediately 
above  £1,000  there  is  a bigger  jump,  and  immediately 
above  £1.500  there  is  a bigger  jump  still;  so  it  would 
follow  that  the  total  amount  to  be  got  under  your 
scale  is  less  than  the  total  amount  of  duty  to  be  got 
under  the  existing  scale? — I think  that  is  so,  because 
of  course  our  scale  is  smoothing  out  those  jumps; 
therefore  the  tax  that  would  be  lost  under  the  adop- 
tion of  our  scale  is  the  tax  you  would  obtain  by  say- 
ing to  a man  who  is  at  one  of  those  limits,  “ you 
shall  forfeit  so  much  of  your  income  entirely  until 
you  reach  the  point  where  the  new  scale  will  begin 
to  operate  smoothly.”  Our  scale  does  away  with  this 
forfeiture  of  his  income,  and  you  lose  all  that. 

26.140.  It  is  necessary  of  course  that  a huge  amount 
of  money  should  be  raised  by  the  Income  Tax.  We 
want  to  get  as  much  money  in  the  future  as  we  have 
in  the  past,  and  perhaps  more? — Yes. 

26.141.  So  that  if  you  adopt  a scale  which  is  an 
easy’ scale,  you  have  to  put  on  a higher  rate  to  com- 
pensate for  the  difference?— That  would  be  so;  the 
rates  of  duty  would  depend  on  the  total  amount  you 
want  to  raise. 

26.142.  I do  not  know  why  you  should  assume  that 
the  graduation  of  these  fixed  points  of  £500,  £1,000 
and  £1,500  is  an  ideal  graduation.  Would  not  it  be 
better  to  have  a scale  which  would  coincide  with  the 
present  scale  from  the  midway  points?— Yes.  that 
would  probably  be  desirable. 

26.143.  What  I had  in  mind  in  this  connection  was 
this : I wanted  to  suggest  a further  simplification 
which  would  operate  in  the  direction  that  I men- 
tioned. Why  have  three  rates  of  tax  ? Why  not  have 
only  two,  one  running  to  £500  and  then  above  £500 
charge  the  full  6s.  in  the  £ on  the  excess  over  £500? 
That  I think  would  be  a scale  which  would  be  some- 
what higher  than  yours,  and  would  approximate  more 
closely  to  the  general  trend  of  the  existing  scale;  you 
have  not  considered  that,  have  you? — You  wish  only 
to  have  two  legs  in  the  curve? 

26.144.  Yes. — One  running  to  £500  and  one  going 
direct  from  £500  to  £1,500  ? 

26.145.  Yes,  say  £1,500  for  the  present  purposes.— 
Of  course,  it  is  possible  to  construct  a scale  on  the 
principle  that  we  lay  down  there  with  any  number  of 
legs  at  any  number  of  points,  and  to  have  it  quite 
smooth;  it  is  just  a question  of  whether  you  think 
it  is  right  that  the  steepness  of  incidence  should  be 
the  same  between  £500  and  £1,500,  or  whether  there 
is  a midway  point  at  which  you  begin  to  be  a little 
more  stringent. 

26.146.  I did  not  know  whether  you  had  considered 
it,  but  I suggest  this,  that  if  you  eliminated  that 
intermediate  clause  and  brought  on  the  6s.  duty  to 
the  excess  over  £500,  you  would  attain  that  result, 
and  you  would  at  the  same  time  further  simplify  this 
suggestion  of  yours.  However,  if  you  have  not  con- 
sidered it  I do  not  want  to  press  it?— No,  I should 
not  say  that  we  have  considered  that  exact  point. 
There  might  be  a difficulty  iu  working  it,  inasmuch 
as  it  perhaps  would  not  follow  exactly  this  abatement 
formula  which  enables  us  to  construct  a smooth 
ascending  curve  in  this  way,  with  increasing  abate- 
ments and  increasing  rates  of  tax. 

26.147.  Assuming  that  this  scale  carried  you  fairly 
up  to  £1,500,  you  admit  that  at  £1,500  the  scale 
rather  breaks  down?  The  curve  graduation  wants 
reinforcing  there  if  we  are  to  get  anything  like  the 
same  rates  of  Income  Tax  on  the  larger  income?— At 
£1,500  we  suggest  that  it  would  not  be  desirable  to 
continue  with  increasing  abatements  and  increasing 
rates.  We  suggest  that  you  should  depart  irom  that 
system  so  soon  as  you  reach  the  standard  rate  of  tax. 

' 26,148.  When  you  cut  off  the  abatement?— As  soon 
as  the  abatement  has  disappeared  by  successive  steps. 

26.149.  The  abatement  you  contemplate  is  £3/5, 
but  with  the  alternative  suggestion  that  I asked  your 
opinion  on  just  now,  if  you  began  with  the  6s.  rate 
at  £500  the  abatement  would  be  not  £375,  but  £p00, 
and  that  you  again  pare  as  you  get  over  the  £l..>00r 
— I am  afraid  I have  not  quite  followed  that. 

26.150.  When  you  get  to  £1,500,  of  course,  there  is 
jour  suggestion:  you  want  to  arrive  at  your  standard 


rate  at  some  different  point,  £2,000  to  the  £2,500,  or 
whatever  it  is.  You  can  arrive  at  that  by  paring 
away  that  abatement  gradually  ? — Yes,  or  alterna- 
tively you  need  not  go  straight  to  that  point  where 
it  disappears;  you  may  choose  some  midway  point 
and  you  may  say,  “ we  will  pare  it  away  quickly  up 
to  that  point,  and  then  more  quickly  from  there  to 
the  end.” 

26.151.  I think  I understand  the  principle  of  that 
suggestion.  Of  course,  there  would  be  an  alternative 
method  of  reinforcing  the  graduation  at  the  point 
of  £1,500.  You  might  start  with  Super-tax  at 
£1,500 ; have  you  considered  that  at  all  ? The  present 
Super-tax  only  starts  at  £2,500?  Yes. 

26.152.  You  have  not  considered  as  an  alternative 
to  that  cutting  away  of  the  abatement,  the  reinforcing 
of  the  graduation  curve  by  starting  the  Super-tax 
a little  lower?— It  would  have  to  be  a minus  Super- 
tax at  the  £1,500  point  if  you  do  it  in  that  way. 
What  we  want  at  £1,500  is  to  relieve  a man  of  some- 
thing, and  not  add  something  to  it.  A minus  Super- 
tax is  what  is  in  the  scheme  put  up  by  the  official 
witness ; he  describes  it  as  an  abatement  of  duty. 

26.153.  I am  afraid  I do  not  quite  follow  that; 
why  a minus  Super-tax,  because  at  £1,500  you  pro- 
pose to  increase  a man’s  charge  by  reducing  the 
abatement?— Yes,  but  we  still  give  him  an  abate- 
ment; he  will  get  not  £375,  but  £375  less  a certain 
amount— less  £4,  we  will  say,  or  whatever  it  may  be. 

26.154.  My  suggestion  merely  was  that  you  might 
leave  that  abatement  standing  and  impose  a Super- 
tax ? — Still  continue  the  abatement  and  yet  impose  a 
Super-tax  ? 

26.155.  Yes.  I think  we  look  at  this  from  slightly 
different  points  of  view.  I regard  your  abatement  of 
£375  merely  as  a device  for  attaining  the  results 
which  you  do  attain  by  adopting  the  Super-tax  scale, 
that  is  I think  really  at  £1,500  what  you  have  done 
is  you  have  made  an  assessment  on  a man  exempting 
the  first  £140  ?— Just  as  in  Annexe  5 it  is  set  out. 

26.156.  What  you  have  really  done  is,  you  have 
charged  him  nothing  on  the  first  £140,  on  the  income 
from  £140  to  £500  you  have  charged  him  at  3s.  4d., 
and  on  the  income  from  £500  to  £950  at  5s.,  and  from 
£950  to  £1,500  at  6s.  ?— Yes. 

26.157.  Then  I should  go  on  charging  him  6s.  That 
stands  according  to  your  scale  from  £950  onwards. 
I should  charge  him  on  all  his  additional  income  at 
6s.  I merely  suggest  it  as  an  alternative  method  of 
dealing  with  the  matter?— It  is  quite  a possible 
method,  I agree. 

26.158.  Of  course,  it  will  increase  the  number  of 
Super-tax  assessments  very  largely? — Yes. 

26.159.  Dr.  Stamp:  The  principle  of  this  sugges- 
tion is  at  the  point  of  change  to  make  an  exact  com- 
pensation between  the  increased  rate  of  duty  and  the 
increased  abatement? — That  is  so. 

26.160.  So  that  you  might  call  it  a simultaneous 
change  of  rate  and  abatement?— Yes. 

26.161.  Or  a compensating  change  of  rate  and 


abatement? — Yes. 

26.162.  And  if  you  calculated  the  duty  on  £5UU 

on  the  lower  scale  or  on  the  other  it  is  the  same  ? 
Precisely  the  same.  , . 

26.163.  The  previous  witnesses  we  have  had  on  tins 
have  given  us  graphs  in  which  the  vertical  scale 
has  been  a rate  of  tax;  yours  has  given  us  an 
amount  of  tax? — Yes. 

26.164.  The  amount  of  tax  gives  us  each  time 
straight  lines  in  different  directions?— That  is  so. 

26.165.  Whereas  the  rate  of  tax  gives  us  a curve? 


26.166.  In  order  that  we  might  compare  this 
evidence  with  the  previous  evidence  and  have  it  in 
like  terms  in  our  minds,  could  you  put  in  a graph 
showing  the  effect  of  this,  with  the  vertical  column 
showing  rate  of  tax?— Yes,  we  could  do  that. 

26.167.  It  would  have  the  effect,  would  it  not,  ot 

showing  us  when  the  progression  begins  to  get  flat  at 
the  point  of  change  it  is  repeated  again?— That 
would  be  so.  , 

26.168.  So  that  you  would  get  a sort  of  scalloped 
effect? — Yes.  [Sec  Appendix  No.  45.] 
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26.169.  But  no  vertical  jumps  such,  as  all  the  other 
scales  show? — That  is  so. 

26.170.  Is  it  within  your  knowledge  that  this 
principle  of  simultaneous  change  of  rate  and  abate- 
ment was  officially  considered  about  five  or  six  years 
ago  in  competition  with  the  slice  method  for  Super- 
tax?— I believe  that  was  so.  I think  I am  right  in 
saying  that  that  was  so,  but  I had  no  personal  part 
in  the  consideration  of  it;  I was  aware  that  it  was 
considered. 

26.171.  Would  the  fact  that  for  Super-tax  the  slice 
method  was  preferred  appear  to  you  to  be  any  argu- 
ment why  on  this  lower  range  this  should  not  be 
better  than  the  slice  scheme? — I think  quite  the 
contrary. 

26.172.  It  could  not  be  alleged  because  the  slice 
Bystem  was  preferred  to  the  compensating  change  of 
rate  and  abatement  for  the  section  dealt  with  by 
Super-tax  that  therefore  it  is  the  better  system  for 
the  lower  section  ? — I think  not ; I think  you  are 
dealing  with  different  types  of  income  altogether. 

26.173.  The  sole  object  that  you  have,  I take  it, 
is  to  have  a sufficiently  long  zone  in  which  the  matter 
is  dealt  with  automatically  in  the  districts  so  as  not 
to  endanger  the  ordinary  dealing  with  adjustments 
of  assessments? — That  is  so. 

26.174.  And  if  you  have  quite  short  zones  and  try 
to  get  a smooth  curve  in  that  way  you  endanger 
the  administrative  convenience? — You  do. 

26.175.  But  if  you  have  the  long  zones  as  you 
suggest  of  £500,  with  a definite  rate,  you  are  merely 
carrying  out  existing  principles  in  your  books? — Yes. 

26.176.  And  there  is  no  change  in  the  methods  on 
which  you  have  to  work? — Yes,  that  is  so. 

26.177.  And  it  is  the  only  system  put  forward  that 
does  not  involve  change  in  your  methods  of  work? — 
Yes,  that  is  so. 

26.178.  There  appear  to  me  to  be  two  objections; 
will  you  tell  me  whether  you  think  they  are  serious. 
The  first  objection  is  a psychological  one.  Is  it  easy 
to  explain  to  the  taxpayer  who  has  an  income  of 
£400  that  his  abatement  is  £140,  whereas  his  neigh- 
bour who  has  an  income  of  £500  has  a larger 
abatement? — I think  there  would  not  be  any  great 
difficulty  in  explaining  that  to  him  when  one  was 
able  to  point  out,  of  course,  that  the  rate  at  which 
he  paid  was  3s.  4d.,  and  his  neighbour  was  paying  5s. 

26.179.  More  especially  if  you  could  point  out  that 
it  had  only  the  same  effect  as  here  got  by  a higher 
rate  of  tax? — That  is  so. 

26.180.  You  do  not  think  that  is  a real  obstacle 
in  the  way  of  the  adoption  of  the  scheme? — I do  not 
think  so. 

26.181.  The  second  point  is  the  difficulty  to  which 
Sir  Edmund  Nott-Bower  has  referred.  By  the  time 
you  get  to  £1,500  you  get  a nominal  rate  of  6s., 
whereas  you  do  not  get  a real  rate  of  6s.  until  you 
get  higher? — That  is  so. 

26.182.  He  has  suggested  that  you  might  drop 
your  Super-tax  to  the  limit  of  £1,500,  continue  your 
abatement  of  £375,  and  pick  up  what  you  have 
given  away  by  the  abatement  by  what  we  might  call 
a lower  form  of  Super-tax.  Is  not  that  rather  making 
a hole  in  a man’s  tax  by  an  abatement,  and  then 
having  another  tax  to  fill  it  up? — It  strikes  me  as 
being  rather  analogous  to  that,  and  it  seemed  to 
me  it  would  be  rather  a pity  to  extend  the  Super- 
tax to  the  lower  limit  if  you  could  arrive  at  the  same 
result  in  another  way,  because  of  course  as  you  get 
down  into  the  lower  limit,  as  you  come  down  range 
by  range,  so  you  are  constantly  getting  into  the 
region  of  larger  numbers  of  incomes;  the  lower  down 
you  bring  the  Super-tax  the  greater  number  of 
incomes  you  have. 

26.183.  Therefore,  between  £2,500  and  £1,500  you 
would  have  a large  number  of  Super-tax  incomes'? — 
Yes,  and  a great  deal  of  the  Super-tax  you  would  be 
collecting  simply  to  counteract  the  effect  of  the  abate- 
ment which  you  were  giving  them  which  you  really 
ought  not  to  be  giving  them;  you  are  taking  away 
with  one  hand  what  you  are  giving  with  the  other. 


26.184.  You  take  away  duty  with  the  abatement 
quite  unnecessarily  in  order  to  make  the  man  pay 
Super-tax  to  fill  up  that? — I think  so. 

26.185.  Your  scheme,  of  course,  obviates  the  neces- 
sity for  anybody  making  an  absolutely  correct  total 
income  return  for  a particular  year? — That  is  so, 
and  it  is  one  of  the  great  advantages  that  we  see 
in  it. 

26.186.  Suppose  the  Commission  came  to  the  con- 
clusion that  an  exact  return  ought  to  be  made  and 
the  proper  rate  of  the  tax  applied  to  it;  supposing 
that  could  be  adopted  and  people  did  have  to  make 
an  exact  return  of  actual  income  in  a given  year 
have  you  considered  the  ways  in  which  by  repayment 
and  adjustment  that  could  be  dealt  with?  I think 
there  were  three  ways  put  forward,  that  the  liability 
for  a given  year  should  not  be  paid  upon  until  after 
the  end  of  that-  year,  and  then  it  should  bo  made 
upon  an  exact  figure;  the  difficulty  about  that  was 
finding  a bridge  for  the  loss  of  revenue  in  the  in- 
terim?— That  would  be  one  very  large  difficulty. 

26.187.  The  second  method  was  to  let  the  man  make 
a provisional  return  as  to  what  he  thought  his  income 
was  going  to  be  at  the  beginning  and  pay  upon  it, 
and  then  make  an  adjusted  return  at  the  end  of  the 
year  and  get  either  repayment  or  a further  assess- 
ment?— Yes. 

26.188.  The  third  method  was  to  educate  the  public 
to  disregard  the  tax  that  has  been  deducted  from 
them  during  the  current  year  as  being  the  tax  of 
the  year  and  tell  them  it  was  a tax  on  account  of 
next  year? — Yes. 

26.189.  So  that  at  the  end  of  this  year  they  would 
make  up  their  exact  account  of  this  year,  and  it 
would  be  the  basis  of  the  return  for  the  next ; would 
you  agree  that  there  are  only  those  three  variants? 
—Those  are  the  only  three  variants  that  my  Associa- 
tion had  under  consideration.  They  had' it  under 
consideration  earlier  in  the  year  with  particular 
reference  to  endeavours  that  they  were  making  to 
see  whether  assessment  under  Schedule  D nn  the 
current  year’s  income  was  possible. 

26.190.  You  did  not  like  them?— We  did  not  like 
them,  and  we  did  not  think  that  tl^ey  were  practic- 
able. 

26.191.  Suppose  you  had  to  take  one  of  them,  which 
would  you  choose ? — I am  not  certain  that  I should 
be  justified  in  giving  an  answer  off-hand  as  to  that. 
We  thought  they  were  all  undesirable;  whether  we 
had  a particular  leaning  for  one  as  being  less  un- 
desirable than  another  I do  not  think  I could  tell  you. 

26.192.  Professor  Pigou:  Of  oourse,  when  one  has 
decided  what  general  form  of  scale  one  wants  one 
can  get  it  either  by  manipulating  the  abatement,  or 
by  manipulating  the  effective  rate,  or  by  manipulat- 
ing the  rates  of  successive  slices? — Yes. 

26.193.  Or  by  a division  of  all  those  three?-  Yes. 

26.194.  And  which  plan  you  adopt  is  purely  a 
matter  of  machinery,  and  you  oan  produce  the  same 
result  by  mathematical  devices  on  any  plan?-  Yes, 
hut  not  necessarily  within  the  machinery. 

26.195.  Yes,  I was  coming  to  that.  I wanted  just 
to  get  that  this  was  a question  of  machinery. — It 
is  a question  of  machinery. 

26.196.  Therefore  one  must  be  careful,  must  not 
one,  in  considering  this  machinery  not  to  jump  from 
the  conclusion  about  the  machinery  as  to  the  proper 
shape  of  the  scale.  There  is  a certain  temptation  if 
one  sees  a thing  which  will  work  smoothly  to  adopt 
that  as  a scale  because  it  is  smooth  working? — It 
is  a question  of  balance  of  advantage. 

26.197.  The  first  question  is  on  purely  general 
grounds  what  kind  of  shape  of  scale  you  want? — 
That  is  the  economic  question. 

26.198.  Having  settled  that,  the  second  question 
is,  what  is  the  most  convenient  machinery  for  getting 
it? — Yes. 

26.199.  And  your  plan  is  suggested  as  a convenient 
means  for  getting  the  machine  more  like  the  present 
case? — Yes. 

26.200.  On  the  question  of  figures  there  is  only  one 
point  which  seems  to  me  a difficulty.  Dr.  Stamp 
suggested  to  you  the  awkwardness  of  the  present 
table — that  this  abatement  really  was  the  same  as 
graduation  ?—  Yes. 
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26.201.  Your  reply  was  that  you  thought  that  could 
be  explained?— I think  so. 

26.202.  We  have  often  had  \t  suggested  here,  when 
an  analogous  question  was  raised,  the  question  of 
abatements  for  wife  and  children  when  the  relief 
was  suggested  by  abatements  and  a growing  abate- 
ment for  richer  men:  “you  are  giving  the  richer 
man  more  than  the  poorer  man  ” ? — As  regards  per- 
sonal allowance. 

26  203.  Yes,  that  is  really  analogous,  is  not  it;  it 
was  proposed  to  give  relief  by  means  of  a form  of 
graduation? — Is  it  really  analogous?  I hardly  think 
it  is,  because  here  the  two  things  necessarily  go 
together.  A man  cannot  have  a larger  abatement 
unless  he  hak  a larger  rate.  If  you  are  going  to  give 
him  a personal  allowance  for  wife  and  children,  the 
fact  as  to  whether  he  has  that  allowance  or  not  will 
have  no  effect  on  the  rate. 

26,204.  I was  not  arguing  it  from  that  point  of 
view’.  I wanted  just  to  indicate  the  difficulty  that 
people  have  in  perceiving  that  the  abatement  method 
is  really  the  same  as  graduation? — At  the  first  blush, 
if  the  man  looked  at  the  abatement  alone  he  would 
say:  “ this  man  gets  £140,  and  here  is  a man  with 
a bigger  income  who  gets  £260.”  I think  of  necessity 
he  would  have  to  go  on  and  explore  it  a little  further. 

26  205.  You  think  there  would  be  no  serious  diffi- 
culty?—I feel  there  would  be  no  difficulty  in  explain- 
ing that  to  the  taxpayer ; I think  that  he  would  quite 
appreciate  it.  , , 

26.206.  On  another  point  you  suggest  that  earned 

income  should  be  regarded  as  a sort  of  fraction  of 
unearned  income?— We  suggest  one  of  three  alterna- 
tives; we  do  not  express  any  preference  for  one  or 
the  other.  ' . ■ , 

26.207.  My  question  is,  would  you  have  it  the  same 

fraction  for  incomes  of  different  sizes?  If  it  is  three- 
quarters  for  a small  income,  would  you  still  make  it 
three-quarters  for  a large  income?— Our  suggestion 
was  that  you  should  make  it  three-quarters,  or  some 
fraction  of  the  first  so  much  of  the  income,  and  there 
you  should  cease.  ......  . ..  „ 

26.208.  Dr.  Stamp:  It  is  a diminishing  traction 
now?— It  is  a diminishing  fraction  now. 

26  209.  Professor  Piyow:  But  on  your  plan,  up  to 
the  point  where  it  ceased  altogether  it  would  remain 
three-quarters? — It  would  remain  three-quarters,  but 
it  is  possible  to  vary  that.  . n 

26  210.  Might  not  it  be  better  to  make  it  gradually 
rise  ’to  one  instead  of  going  on  being  three-quarters 
and  suddenly  becoming  one ; would  it  not  be  a more 
symmetrical  plan? 

26.211.  Dr.  Stamp:  It  does  that  now? — ies. 

26.212.  Professor  Pigou : It  does  it  in  effect)?— *>y 

our  third  alternative  of  taking  9d.  in  the  £ on  the 
amount  of  the  earned  income,  having,  first  of  all, 
treated  all  the  income  as  taxable  income  and  not 
differentiating,  and  then  differentiating  by  a duty 
allowance  of  9d.  in  the  £ on  the  earned  income, 
you  would  in  effect  be  giving  a decreasing  ratio 
compared  with  the  total  inoame,  just  as  you  do  now 
the  *third  alternative  would  probably  do  what  you 
have  in  mind.  „ , 

26  213.  Would  you  prefer  that?  Otherwise  you  do 
get  a sudden  jump?— There  would  be  a»l™P 
the  9d.  allowance;  you  get  a jump  with  the  other 

J 26,214.  What  I was  trying  to  get  at  was,  do  you 
prefer  the  9d.  plun?-Yes,  I think  I would  say  that 
we  do ; it  would  be  easier  to  work. 

26,215..  On  the  present  scheme,  take  the  case  ora 
man  with  an  income  of  £500.  A man  with  £500 
who  has  got  an  earned  income  gets,  as  against  the 
bachelor  with  an  unearned  income,  a relief  ot  A.  A 
married  man  with  an  income  of  £500  gets,  as  agams 
a bachelor,  relief  Y.  On  the  present  plan  a man 
who  is  both  married  and  has  an  earned  income  oes 
not  get,  as  against  the  bachelor,  as  much  as  the  relief 
X plus  Y,  but  somewhat  smaller?— That  is  so,  be- 
cause, of  course,  his  personal  allowances  are  coming 
off  income,  which,  had  he  no  personal  allowances, 
would  be  getting  a differential  rate. 

26,216.  Do  you  consider  that  desirable?— Well,  it 
does  not  seem  equitable ; whether  it  is  desira  © 15  • 
question  which  must  be  determined  on  two  consi  er 
tions:  first  of  all,  the  economy  of  the  thing,  ana, 


secondly,  the  expense  and  difficulty  of  administering 
it  in  any  other  way. 

26.217.  Might  it  not  be  argued  that  a married  man 
has  more  claim  to  relief  for  earned  income  than  an 
unmarried  man? — I should  think  it  would  be  quite 
possible  to  put  up  an  argument  on  those  lines. 

26.218.  And  similarly  a married  man  with  an 
earned  income  has  a bigger  claim  to  relief  than  one 
who  is  a bachelor?— Of  course,  that  is  the  same 
question  as  to  whether  or  not  any  earned  income 
ought  to  have  a lower  rate  than  an  unearned  income. 

26.219.  Granted  that  you  are  going  to  give  a relief 
to  earned  income  does  it  not  seem  fair  that  the 
married  man  should  have  as  much  relief  as  the  un- 
married man?— That  is  to  say,  you  think  that  the 
allowance  for  wife  and  children  should  be  a duty 
allowance  rather  than  an  allowance  from  the  income? 

26  220  I do  not  mind  how  it  is  arranged;  you  can 
arrange  it  in  either  way.  What  I was  suggesting 
was  that  this  system  under  which  at  present  married- 
ness plus  earnedness  gets  a smaller  relief  when  they 
are  taken  jointly  than  the  sum  of  the  two  separately 
ought  to  be  modified;  I want  to  get  you  to  agree  to 

that? It  seems  a very  sound  proposition  from  tne 

theoretical  point  of  view.  . 

26  221.  It  is  not  at  all  obvious  to  a person  looking 
at  the  very  complicated  scale  that  that  does  happen? 
—No,  it  is  not  obvious.  Probably  very  few  people 
realize  that  it  does. happen.  . 

26  222.  Mr.  McLintock:  It  is  not  quite  clear  that 
your  Association  really  want  any  change  m the  exist- 
ing practice  ?-I  think  we  almost  make  it  clear  that 

we  do  not.  . . . • 

26  223.  You  put  forward  these  various  alternatives 
if  a change  has  to  be  made? — Yes. 

26  224  But  your  view  is  that  there  is  no  occasion 
for  ’any  change ; the  present  system  works  on  the 
whole  easily  and  without  any  sense  of 
That  is  our  view-that  it  works  as  easily  as  anything 
that  the  wit  of  man  can  devise  and  without  any 
particular  sense  of  grievance.  Of  course,  you  cannot 
have  an  easy  Income  Tax.  . 

26  225.  All  these  suggested  alterations  are  going  to 
introduce  a good  deal  of  complication  and  education 
of  the  taxpaver  as  to  the  meaning  of  it  all.  _£?s. 

' 26  226.  But  you  do  not  advocate  a change?— We  do 
not.  In  our  paragraph  6,  I think  we  have  suggested 
that  we  should  like  to  leave  things  as  they  are  sub- 
ject  to  the  possibility  of  giving  a little  more  relief  at 
these  jumping  points  than  is  given  now. 

26  227  Without  reconstructing  the  whole  thing.  - 
Without  reconstructing  the  whole  fabric  of  the  tax, 

be26?228°Mr.  Kerly : One  objection  to  a sudden  jump 
is  that  it  seems  unfair  that  a taxpayer  just  above  the 
critical  point  should  pay  at  a much  higher  rate  than 
a man  j™t  below  the  critical  point;  that  is  the  obmous 
r, Inaction.  Is  there  not  another  objection  that  when 
vou  vet  into  the  neighbourhood  of  a critical  point  the 
taxing  authorities  scrutinize  the  last  ounce  ot ““““ 
with  exceptional  care  and  necessarily  so,  because 
another  £5  on  may  put  a man  s rate  up  quite  co 
Ridprablv? — That  is  so. 

26,229.  For  instance,  the  present  provision  that  f 
a man  gets  over  a critical  point  he  can  abandon  his 
extra  income,  that  is,  he  can  pay  this  m ; tax : instead 
of  paying  tax  at  the  higher  rate,  has  led  the  taxing 
■m +h or i ties  to  say  : “ inasmuch  as  we  are  giving  P 
iax«  by  admitting  a claim  we  must  be  more ' c“tefu 
ih.n  i.e  were  only  adjusting  income  in  the  ordinary 

way  ”p Not  more  careful  in  the  sense  of  being ; care- 

LJ  in' the  one  case  and  careful  in  the  other,  tut  that 
necessarily  you  can  arrive  at  absolute  accur  y 
charge  i/the  case  of  a man  wh°se  e is  not b at 

a marginal  point  as  long  as  you  know  that  it  does  tail 

but  in  tte  one  cas^^y  ^ ^ other  caf?e  ther6 
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in  the  other,  but  of  course  you  are  equally  careful  in 
both  cases. 

26.230.  I do  not  agree  with  your  antithesis.  In 
each  case  if  you  are  going  to  get  an  exact  tax  you 
must  know  both  the  rate  and  taxable  income,  must 
you  not? — That  is  so. 

26.231.  But  whereas  by  your  subtracting  a little 
from  the  taxable  income  you  are  only  charging  the 
rate,  whatever  it  is,  upon  the  loss,  if  any;  in  the 
other  case  you  are  charging  the  whole  of  the  loss, 
and  I suggest  to  you  that  in  practice  much  greater 
difficulty  is  found  in  arriving  at  a settlement  where 
the  income  is  in  the  neighbourhood  of  a critical  point 
than  in  other  places  in  the  scale? — Much  greater 
difficulty  in  arriving  at  a final  settlement,  yes. 

26.232.  It  is  a difficulty  that  also  arises  in  regard 
to  Estate  Duty  and  other  places  where  there  is  a 
graduated  tax.  That  is  an  additional  reason,  and  I 
suggest  to  you  a very  practical  reason  for  smoothing 
out  the  curve  if  you  can  ? — Yes. 

26.233.  The  proposal  that  you  have  been  discussing 
is  for  having  what  I call  a corrective  abatement  in- 
tending to  correct  the  jump  under  the  present  cr 
some  other  system  in  the  scale? — Yes. 

26.234.  I have  properly  described  it,  have  I not,  as 
a corrective  abatement? — Yes. 

26.235.  It-  is  suggested  that  this  objection  will  be 
raised,  that  a man  whose  rate  is,  shall  we  say,  2s.  is 
allowed,  shall  we  say,  a £200  abatement,  but  a man 
whose  rate  is  5s.  is  allowed  a £400  abatement.  You 
say  the  £400  is  only  larger  than  the  £200  because  it 
is  a corrective  abatement? — Yes. 

26.236.  That  sounds  quite  sensible,  but  will  it  not 
be  said:  “ you  have  made  your  rates  the  appropriate 
rates  for  a man’s  income.  Jones  is  charged  at  the  rate 
of  5s.  because  that  is  the  proper  rate  for  Jones,  and 
Smith  is  charged  at  2s.  because  that  is  his  proper  rate. 
Why  on  earth  should  you  allow  Jones  twice  as  much 
abatement  as  Smith.”  In  order  to  answer  that  the 
svstem  of  corrective  abatements  and  the  principle 
upon  which  they  rest  needs  to  be  explained? — Yes. 

26.237.  Do  you  think  that  is  capable  of  comprehen- 
sion by  a popular  audience? — I think  so,  because  you 
would  tell  an  audience  how  much  tax  the  man  with 
an  income  of  £250  paid,  how  much  tax  the  man  with 
an  income  of  £300  paid,  and  the  same  with  £350, 
£400,  and  so  on,  and  by  giving  them  a few  rising  in- 
comes and  the  amounts  of  tax  that  are  paid  I think 
you  would  demonstrate  to  them  that  there  is  a rising 
amount  to  tax  with  the  rising  amount  of  income. 

26.238.  Your  answer  is  that  on  the  face  of  it  it  is 
a grievance,  there  is  an  explanation  which  shows  that 
it  is  not  a grievance,  but  the  explanation  requires 
to  be  given  and  understood? — No,  that  is  not  my 
answer;  that  is  your  interpretation  of  it. 

26.239.  Now  tell  me  where  the,  true  answer  differs 
from  my  interpretation? — To  me  there  is  no  apparent 
grievance. 

26.240.  Because  you  know  the  answer  ? — No.  because 
I would  refuse  to  look  at  the  abatement  without  also 
looking  at  the  rate  of  tax  which  is  charged  on  the 
residue  of  the  income.  It  seems  to  me  after  all  that 
is  not  a very  grave  test  of  a man’s  mentality.  As  a 
Surveyor  in  a district  with  a taxpayer  who  came  in 
to  see  me  about  his  tax  I should  not  look  upon  that 
as  being  something  that  is  very  difficult  to  prove  to 
him.  There  are  some  things  that  it  is  very  difficult 
to  explain  to  a taxpayer. 

26  241.  I am  rather  putting  it  to  you  fiom  the  point 
of  view  of  the  public,  not  the  Surveyor’s  office?— As 
a Surveyor  of  Taxes  I am  precluded  from  taking  part 
ir*  public  meetings. 


26.242.  Therefore,  you  will  accept  it  if  I tell  you 
that  personally  I have  no  difficulty  about  understand- 
ing it? — I quite  appreciate  that,  yes. 

26.243.  Mr.  Piety  man : On  that  last  point,  as  a 
citizen  and  not  as  a Surveyor,  you  are  aware  that 
there  is  a great  agitation  going  on  now  on  the  part 
of  a large  section  of  the  working  class  about  the  ex- 
emption limit? — Yes. 

26.244.  I dare  say  it  might  occur  to  you  that  such  a 
figure  as  suggested  in  this  scale  of  yours  might  be 
utilised  in  an  agitation  of  that  kind,  might  it  not? — 
Yes,  I can  quite  think  that  it  would  be. 

26.245.  And  the  corrective  explanation  would  not 
always  be  given  at  the  right  moment? — I think, 
perhaps,  in  fairness  to  this  scheme  I should  say  the 
£140.  the  £260,  and  the  £375  are  only  illustrative. 
In  case  it  was  suggested  how  far  this  system  of  deal- 
ing with  graduation  was  elastic,  I have  here  three 
illhstrations  of  how  the  scale  could  be  worked,  and 
I should  like  to  hand  them  in,  because  one  of  them 
would  allow  you  to  work  this  system  with  an  ex- 
emption limit  very  much  higher  than  the  present  one. 
[See  Appendix  No.  47.] 

26.246.  Still,  the  principle  would  remain  that  the 
higher  rate  would  have  to  be  accompanied  by  a 
higher  abatement? — Yes. 

26.247.  Quite  irrespective  of  the  figure,  in  a 
political  argument  that  would  be  a weapon? — I think 
it  would  be,  yes. 

26.248.  And  of  course  we  bear  in  mind  what  I 
understand  the  effect  of  your  evidence  to  be,  and  that 
is  that  your  Association  has  carefully  looked  at  the 
point  of  suggested  methods  of  smoothing  out  the 
graduation,  and  after  examining  them  all  you  have 
come  to  the  conclusion  that  none  of  them  are  practic- 
able, that  you  suggest  one  of  your  own  which  you 
think  is  more  practicable,  but  in  regard  to  the  very 
great  difficulties  that  would  attend  explaining  it  to 
the  public  and  the  demonstration  of  it  you  are  on 
the  whole  of  opinion  that  it  is  better  to  retain  the 
present  system  ? — On  the  whole  we  are. 

26.249. ’ Although  you  put  your  suggestion  forward 

as  the  b-st  of  a bad  lot  rather?— Not  of  a bad  lot. 
as  the  best  of  a lot  which  are  not  so  good  as  the 
present  system.  I would  not  like  to  say  that  they 
were  definitely  bad.  I would  not  like  to  be  too  em- 
phatic in  condemnation  of  any  of  these  suggested 
alternatives,  but  we  do  not  think  they  are  so  good  as 
the  present.  . , . ... 

26.250.  That  is  an  important  point,  because  it  is 
not  desirable  to  make  a change  at  any  time  in  a 
system  unless  you  are  quite  certain  you  are  going  to 
get  something  better? — That  is  so.  _ 

26.251.  You  go  beyond  that  in  this  case.  You  go 

so  far  as  to  sav  that' the.  present  system  on  the  whole 
is  better  if  vou  had  the  choice.  Supposing  there  were 
no  svstem  of  Income  Tax,  and  you  had  to  start  one 
dr.  novo,  that  is  what  your  answer  would  mean.  You 
said  vou  considered  the  present  svstem  better  than 
anv  of  those  new  proposals  including  your  own. 
Did  vou  mean  only  because  it  is  in  existence  or  did 
you  mean  better  in  itself?— Partly  ’t  ” £ 

existence  Tf  you  were  going  to  start  afresh.  I take 
it  you  would  Tirol) aid y introduce  many  difference  into 
the  Income  Tax  svstem  which  would  open  the  way  T 
very  large  alterations. 

26  252.  So  that  vou  do  not  go  further  than  saying 
that' von  do  not  think  that  nnv  advantages  ™ Wj* 
svstem  would  justify  the  change?— That  is  as  far  a 
we  wish  to  go. 


*Mr.  A.  B.  called  and  examined 


26  253.  Mr.  Pretyman : We  understand  that  you 
ish  to  give  us  evidence  as  to  the  system  of  making 
ssessments  for  Income  Tax  in  rural  districts,  but 
lat  you  desire  that  your  name  shall  not  be  pub- 
shed  Will  you  tell  us  now  what  the  evidence  is  you 
ish  to  give?— I wish  to  make  two  remarks  to  begin 

* This  witness  gave  evidence  on  the  condition  that  his  name 
as  not  disclosed, 


with:  I believe  the  system  adopted  foi  ‘he beim t 1 
the  Additional  Commissioners  m my  district  ha 
varied  from  that  which  goes  on  all  over  the  country, 
it  iB  the  same  practically  everywhere. 

26,254.  When  yon  say  “ for  the  benefit  of, 
do  you  mean  by  that?-I  do  not  want  ™nto  under 
stand  that  the  Commissioners  draw  up  these  r g 
tinns  under  which  we  act. 
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26,255.  You  mean  “for  the  use  of”?— We  merely 
do  what  we  are  told. 

26  256.  Are  you  an  Additional  Commissioner? — Yes. 
One  other  thing  I want  to  say,  and  that  is  in  some 
of  the  things  I say  I may  seem  to  be  implying  great 
laxity  to  the  Inspectors  or  Surveyors  of  the  Income 
Tax  in  my  district.  I do  not  wish  to  imply  that  at 
all ; they  are  only  the  creatures  of  circumstance.  I 
do  not  suppose  that  they  are  any  better  or  any  worse 
where  I am  than  all  over  the  country.  With  those 
remarks,  I think,  with  your  permission,  I will  not 
detain  you  very  long.  In  my  district  there  are  two 
Inspectors  and  they  are  placed,  either  by  accident  or 
design,  at  different  ends  of  the  district,  so  when  the 
Commissioners  meet  there  are  two  books  brought  in 
by  these  two  Inspectors;  we  deal  first  with  the  one 
Inspector  and  then  with  the  second  Inspector. 

26.257.  You  mean  a Surveyor,  do  you  not? — They 
are  now  called  Inspectors.  I have  only  just  ascer- 
tained that  myself ; I notice  that  they  are  called  In- 
spectors now. 

26.258.  Mr.  K'erly : Suppose  you  call  them  Surveyors 
because  we  are  so  familiar  with  them  by  that  name  ? 

I must  point  out  that  the  Surveyors  are  liable  to 

change,  and  I must  also  point  out  that  in  a rural  dis- 
trict they  cannot  and  do  not  know  anything  practic- 
ally outside  the  village  they  live  in  ; that  I will  prove 
in  a minute.  I believe  by  Act  of  Parliament  there 
are  seven  General  or  Additional  Commissioners  of 
Income  Tax — in  my  district  I think,  at  all  events, 
and  I believe  that  is  so  everywhere.  I consider  that 
their  work  ought  to  be  of  the  very  utmost  importance, 
but  as  it  is  it  is  hardly  any  use  at  all.  We  only  meet 
once  a year,  and  in  my  district  during  the  last  few 
years  we  practically  always  meet  at  the  same  place. 
Of  course,  that  is  obviously  absurd. 

26.259.  Then  the  point  above  all  others  is  this,  that 
practically  the  only  cases  that  are  placed  before  the 
Commissioners  are  those  cases  where  no  return  has 
been  made  at  all.  There  was  some  alteration  at  our 
meeting  in  September ; I was  warned  before  I went 
that  I should  be  much  longer  there,  because  we  should 
go  into  more  cases.  Whether  that  arose  Horn  a cer- 
tain amount  of  correspondence  I had  with  Somerset 
House  or  not,  I do  not  know,  but  I admit  on  the  last 
occasion,  in  September,  we  went  into  more  cases  with 
a vast  deal  of  benefit  to  the  Inland  Revenue.  In  a 
district  like  that  where  I am  living,  the  profits  of  the 
tradespeople  and  hotel  keepers  in  the  last  few  years 
have  been  something  enormous.  I see  them  building 
houses ; I see  them  retiring ; and  I am  quite  certain 
that  in  a vast  number  of  these  cases  these  men  have 
not  been  got  at  at  all.  I must  just  point  out  in  passing 
that  it  is  obvious  that  even  if  we  only  put  them  up 
£100  or  £200  a year  it  amounts  to  a great  deal  more 
than  it  would  seem,  because,  of  course,  they  may  get 
into  a higher  rate  of  Income  Tax.  I will  just  give 
you  a few  proofs  of  what  I say. 

26.260.  My  first  point  is,  that  as  far  as  the 
Additional  Commissioners  are  concerned,  there  is 
hardly  any  check  or  supervision  at  all  excepting 
where  the  returns  have  not.  been  made.  At  our  last 
meeting  in  September,  as  I have  just  said,  we  did  go 
into  a few  cases,  and  in  almost  every  case  we  put  the 
tradespeople’s  assessment  up  very  considerably.  The 
Clerk  to  the  Commissioners  said  to  me  afterwards : 
“I  shall  have  a string  outside  my  office  protesting.” 
I said:  “you  will  not  have  one.”  He  told  me  the 
other  day  there  had  not  been  a single  appeal.  As  a 
matter  of  fact,  there  were  only  three  Commissioners 
there,  and  two  of  us  came  from  the  same  village.  The 
result  was  that  we  dealt  with  the  books  of  the  one 
Surveyor,  but  practically  we  did  nothing  whatever 
with  the  books  of  the  other,  because  the  Com- 
missioners from  that  end  of  the  district  were  not 
present,  and  as  far  as  I went,  and  my  other  two 
colleagues,  we  had  no  knowledge  of  the  outlying  dis- 
tricts, so  that  whereas  in  the  portion  cf  the  district 
which  we  knew  about  there  was  a very  material  in- 
crease in  the  Income  Tax  returns,  a large  part  of  the 
district  got  off  without  any  increase  at  all.  Since  I 
have  been  a Commissioner — some  years  now" — al- 
though there  are  supposed  to  be  seven  of  us,  neveY  at 
one  meeting  have  T ever  seen  more  than  three,  and 
as  a matter  of  fact  I only  know  the  names  of  four; 


three  I have  never  seen  at  all.  That  arises,  no  doubt, 
from  the  fact  of  always  meeting  in  the  same  place. 
If  directions  were  given  that  we  were  to  meet  in 
different  parts  of  the  division  then  the  Commissioners 
who  were  at  one  end  of  the  division  would  attend  in 
their  district,  and  those  at  another  end  of  the  division 
would  attend  in  theirs,  and  we  should  all  of  us  have 
some  knowledge  of  the  cases  we  were  dealing  with 

26,261.  I think,  in  the  year  1915,  one  man  had  been 
foolish  enough  not  to  make  a return,  and  the  Sur- 
veyor did  as  he  generally  does  in  those  cases,  he 
said : “in  this  case  I have  put  him  up  a bit,”  and  ho 
stated  that  he  had  put  him  up  £50  or  £100.  To  the 
astonishment  of  my  colleagues,  I moved  that  they  put 
him  up  hundreds  of  pounds.  He  was  put  up  hundreds 
of  pounds  and  he  never  made  any  appeal  at  all.  If  I 
had  not  chanced  to  be  there  and  had  not  some  know- 
ledge of  what  was  going  on  in  the  particular  place  I 
live  in,  and  had  this  man  made  a return  and  chosen 
to  falsify  it — I do  not  say  that  he  would — his  case 
would  never  have  come  before  us  at  all,  and  up  to 
September,  as  I say,  we  have  never  considered  any 
cases  excepting  cases  where  no  return  has  been  made. 
As  a matter  of  fact  I have,  during  the  last  year  or 
two,  made  a practice  of  asking  what  the  returns  of 
certain  people  were,  knowing  that  they  were  making 
very  large  profits,  but  we  do  not  deal,  and  have  not 
dealt,  with  cases  excepting  those  where  they  do  not 
make  returns.  I have  actually  asked  on  two  or  three 
occasions  what  so-and-so  was  paying,  and  the  Sur- 
veyor has  not  even  got  him  on  his  list ; he  is  not  there 
at  all.  They  told  me  the  other  day  that  before  the 
next  meeting  the  Surveyor  was  going  very  carefully 
through  the  villages  to  try  and  get  those  on  his  list 
who  were  not  there  at  present.  I should  like  to  say 
in  passing  that,  as  far  as  I know,  exactly  the  same 
state  of  affairs  prevails  in  other  places.  I was  in 
another  county  this  year  and  I discussed  this  matter 
with  a Commissioner  of  Income  Tax  there,  and  he 
gave  me  several  instances  (I  do  not  think  he  ought  to 
have  done,  but  he  did)  of  people  in  a large  way,  who 
had  not  been  paying  anything  at  all.  I tried  to  get 
some  typing  done  down  there  to  send  up  to  Somerset 
House,  and  a man  in  a big  way  of  business  said  he 
would  do  it  for  me.  At  the  end  of  a week  he  had  not 
done  it;  at  the  end  of  a fortnight  he  had  not  done 
it;  and  he  never  intended  to  do  it  at  all,  it  was 
obvious,  because  I brought  in  this  county  in  writing 
to  Somerset  House.  I said  that  the  state  of  affairs 
prevailing  there  was  just  as  bad  as  it  was  round  me. 
I had  to  send  that  thing  up  to  London  to  get  it 
typed.  I do  not  know  whether  it  is  outside  my 
sphere  to  make  one  or  two  suggestions,  and  then  I 
shall  have  finished. 

26,262.  Mr.  Pretyman  : Not  at  all ; we  shall  be  very 
glad  to  hear  anything  you  suggest? — I say  that  there 
ought  to  be  proper  regulations  drawn  up  as  to  the 
duties  of  Commissioners,  and  these  regulations  ought 
to  be  given,  not  only  to  the  Commissioners,  but  to  the 
Clerks  to  the  Commissioners,  and  also  to  the  Sur- 
veyors. I also  say  that  the  limit — I think  I am  right 
in  saying  that  there  is  a limit — as  to  the  number  of 
the  Commissioners  should  be  increased.  Take  a 
district  like  mine ; the  only  way  you  can  get  about  it 
is  by  motor,  because  the  trains  do  not  connect.  In 
September  wc  did  not  go  into  the  cases  from  one 
part  of  the  division  at  all,  as  we  had  no  knowledge. 
I say  the  Commissioners  themselves,  or  perhaps  better 
still  the  Rural  District  Councils,  should  decide  how 
many  Commissioners  are  wanted  in  each  district.  I 
say  the  Rural  District  Councils  and  not  the  County 
Council,  because,  of  course,  the  Rural  District 
Council’s  knowledge  is  greater  than  that  of  the 
County  Council.  I have  been  a member  of  both,  and 
the  County  Council  covers  a much  larger  area.  When 
I was  on  the  County  Council  I represented  several 
places;  on  the  Rural  District  Council  I only  repre- 
sent one,  so  that  my  knowledge  as  a Rural  District 
councillor  of  that  portion  of  the  district  I served  as 
a Rural  District  councillor  was  greater  than  the  know- 
ledge I had  of  the  larger  district  I served  as  a 
county  councillor.  I think  it  would  be  better  to  let 
the  Rural  District  Councils  have  the  appointment. 
Then  certainly  the  Commissioners  ought  to  be 
chosen  from  different  localities.  I said  just  now 
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that  there  have  never  been  more  than  three  of  us 
at  any  meeting;  two  of  us  have  always  been  from 
the  same  village.  Of  course,  as  far  as  possible, 
they  ought  to  be  chosen  from  people  who  are  sitting 
on  other  public  bodies.  There  are  no  reporters 
present,  so  I can  speak  quite  freely.  I have  been 
of  the  very  utmost  use,  because  I was  chairman 
of  the  tribunal  for  letting  off  fellows  from  going  to 
the  war,  and  I was  a member  of  the  Food  Committee, 
and  the  information  I got  at  those  two  places  has 
been  of  the  greatest  value.  I have  been  able  to  help 
them  a very  great  deal  with  people  in  my  immediate 
district  by  reason  of  the  knowledge  I have  gained 
from  sitting  on  other  bodies,  and,  therefore,  I think 
it  would  be  far  better  if  they  were  chosen  from  some 
public  body.  Then  above  everything,  the  Commis- 
sioners should  arrange  for  meetings  for  their  own 
districts.  It  is  no  use  summoning  me  to  attend  a 
meeting  15  or  20  miles  away  from  me,  because  I have 
no  knowledge  there.  They  ought  to  get  Commissioners 
living  in  the  district  to  attend.  I do  not  myself 
think  the  whole  thing  would  take  very  long — because 
I was  going  to  suggest  rather  a drastic  thing,  although 
I do  not  think  it  would  amount  to  very  much— and 
that  is,  that  these  meetings  of  Commissioners  should 
be  summoned  when  deemed  necessary,  and  in  such 
places  as  seem  desirable,  instead  of  having  them  as  we 
are  having  them  now,  always  in  the  same  place,  and 
only  meeting  once  a year.  I would  suggest,  lastly, 
that  the  Commissioners  should  be  made  to  go  through 
every  case  and  not  only  those  cases  where  no  returns 
are  made;  they  should  be  made  to  go  through  every 
case  where  money  is  made  in  the  district  in  the  course 
of  two  or  three  years. 

26.263.  Is  there  any  law  which  prevents  you  in  your 
district  meeting  when  you  like,  and  where  you  like, 
and  as  often  as  you  like?— Certainly  not,  but  you  bear 
in  mind  in  my  particular  district  certainly  two  of  us 
have  been  representing  to  the  Clerk  to  the  Commis- 
sioners that  we  ought  to  meet  in  other  places,  but, 
as  a matter  of  fact,  we  have  not  done  so. 

26.264.  Representing  to  the  Clerk?  Does  he  not 
take  your  orders? — I do  not  know  what  our  powers 
are.  I have  never  seen  what  the  regulations  are  for 
the  Additional  Commissioners.  I was  appointed  one, 
but  beyond  that  I have  never  seen  anything.  I sup- 
pose he  will  tell  you  that  we  meet  at  the  district  where 
I am,  because  he  is  pretty  certain  of  getting  the 
Commissioners  living  just  there.  I dare  say  that  is- 
so,  but  as  against  that,  if  you  appointed  more  Com- 
missioners, there  would  not  be  that  trouble,  because 
you  would  appoint  them  from  different  parts  of  the 
district.  Every  single  case,  in  my  opinion,  ought  to 
be  gone  through  in  the  course  of  two  or  three  years. 
It  would  not  take  very  long,  because  we  should  only 
deal  with  those  in  our  own  district.  The  Surveyor 
would  read  the  names  out,  and  if  the  man  happened  to 
be  a doctor  or  a private  schoolmaster  and  such  like, 
as  many  of  them  round  us  are,  we  should  say,  “ pass 
on.”  It  is  only  cases  where  we  know  that  the 
tradespeople  have’  been  absolutely  coining  money,  and 
we  have  not  been  able  to  get  at  them  in  the  slightest 
degree.  I believe  you,  sir,  have  some  knowledge  of 
rural  districts,  but  my  experience  of  Government 
officials,  as  a rule,  is  that  they  have  not  got  any. 
In  a village,  or  may  I call  it  a small  town,  close  to 
me  I happened  to  call  for  the  return  of  one  of  the 
grocers  in  that  town.  The  Surveyor  said  that  his 
assessment  would  be  all  right,  because  his  accounts 
were  audited;  but  I just  happened  to  fix  upon  that 
man,  and  he  is  making  £1,700  a year. 

26.265.  Did  his  audited  accounts  show  that? — Yes. 

26.266.  What  was  he  assessed  at? — He  was  assessed 
at  that,  but  I knew  he  was  making  a very  large  sum, 
and  I did  not  know  his  accounts  were  audited,  so  I 
casually  said,  “ I should  like  to  know  what  Mr.  So- 
and-So’s  return  is  ” 

26.267.  There  was  no  loss  there? — There  was  no  loss 
there,  but  there  are  losses,  you  know. 

26.268.  What  it  comes  to  is  really  that  you  suggest 
that  the  Surveyors  very  grossly  neglect  their  duties? 
—Yes,  but  can  they  help  it?  I do  not  know  that  they 
have  got  any  regulations.  From  what  I know  of  them 
I do  not  knov  that  they  have  the  facilities,  even  if 
we  were  to  meet  and  go  through  all  these  cases.  I 
may.  tell  you  that  Somerset  House  wrote  to  me  and 


said:  “you  can  go  through  them  yourself  if  you 
like.”  That  is  so,  but  I am  not  going  through  them 
at  my  place  unless  it  is  a general  order,  because,  if 
it  leaked  out  that  1 was  the  cause  of  all  these  gentle- 
men’s accounts  being  gone  into,  I should  be  very  far 
from  a popular  member  of  the  community,  as  I said 
before.  I want  a general  order. 

26.269.  A general  order  that  the  Additional  Com- 
missioners shall  themselves  go  through  every  case? — 
In  the  course  of  so  many  years — two  or  three  years — 
in  these  villages.  I say  it  would  not  take  long, 
because  you  would  appoint  a man  from  that  district 
and  a man  from  this  district  and  so  on. 

26.270.  Do  you  propose  to  draw  a line  from  what 
is  done'  in  rural  districts  and  what  is  done  in  urban 
districts? — I have  no  knowledge  of  urban  districts, 
and  I cannot  say.  I should  think  probably  the  same 
thing  ought  to  be  done  in  urban  districts.  You  would 
find  it  much  more  difficult  there,  because  the  trades- 
people on  the  Urban  District  Council  protect  one 
another  to  a considerable  extent. 

26.271.  But  under  the  present  system,  if  the  Sur- 
veyor did  his  duty  as  he  ought  to  do  it,  where  there 
is  a case  of  doubt,  is  it  not  his  duty  to  raise  the 
assessment  and  to  bring  it  to  the  notice  of  the  Addi- 
tional Commissioners,  and  if  it  was  desired,  could  not 
they  meet  as  often  as  they  liked  and  hear  those  cases  ? 

I dare  say  they  could,  but  how  can  a Surveyor, 

living  in  a village  several  miles  away,  know  what  is 
going  on  in  the  village  where  I live.  He  has  once  or 
twice  thanked  me  personally  for  bringing  these  cases 
before  him. 

26.272.  The  Surveyor  is  a whole-time  officer  p — I 


think  he  is. 

26.273.  Is  it  very  difficult  for  him  in  his  district 
to  go  from  one  village  to  another? — I should  say  in 
all  rural  districts  it  is  exceedingly  difficult. 

26.274.  Perhaps  now  you  would  like  to  answer  some 
questions  if  you  have  finished  your  statement. 

26.275.  Mr.  Kerly  : May  I say  that  yours  is  just  the 
sort  of  evidence  which  we  have  been  seeking  which  is 
exceedingly  useful  to  us?  You  have  dealt,  as  you 
told  us,  exclusively  with  the  case  you  know  of,  rural 
districts.  I think  you  are  of  opinion  that  a number 
of  your  suggestions  would  be  equally  applicable  in 
an  urban  district? — Yes. 

26.276.  The  gist  of  your  evidence  is  that  in  rural 
districts  you  want  to  have  people  dealing  with  the 
locality  who  know  the  people  there,  and  their  con- 
ditions. That  involves,  does  it  not,  that  you  must 
have  a great  number  of  Commissioners,  because  the 
area  over  which  a man’s  knowledge  would  extend 
is  not  very  large? — I do  not  think  a very  great  num- 
ber. Mine  is,  I think,  a very  scattered  division.  I 
should  think  a dozen  would  be  the  outside.  I know 
my  own  village,  I know  the  town  next  to  it,  I know 
the  village  on  the  other  side,  and  perhaps  a village 
or  two  besides. 

26.277.  Do  you  think  you  could  get  a dozen  people 

in  the  district  who  would  attend  to  what  is  not  a 
very  attractive  voluntary  duty? — I think  so.  I have 
knowledge  that  there  are  three  of  them  that  I have 
never  seen,  but  I think  that  arises  because  we  do  not 
meet  in  their  looality.  We  appointed  a gentleman 
the  other  day,  and  the  first  gentleman  we  asked 
accepted,  although  he  was  a director  of  a company 
here  in  London.  . . 

26.278.  You  are  speaking  of  a district  which  is 
to  a great  extent  a residential  district  where  well-to- 
do  people  are  to  be  found? — Yes. 

26.279.  There  might  be  a difficulty  in  a purely 
agricultural  district,  might  there  not?— I think  you 
would  always  get  people  to  take  this.  After  al  w a 
does  it  amount  to — two  or  three  days  in  a year. 

26.280.  This  question  goes  to  the  root  of  it,  I 

think.  How  are  you  to  select  the  suitable  people  tor 
every  unit  that  you  take  as  a unit  of  area  of  know- 
ledge and  get  those  people  to  attend  to  the  task  you 
i no.,  mu  mnlm  ntiv  suggestion  as  to 


and  get  tnose  people  w — ~ ••  , 

ive  indicated?  Can  you  make  any  sugg^tion  as  to 
le  method  of  selection  or  nomination?— Well,  l con- 


method  of  selection  or  nomination  i — Well,  I co  - 
ess  it  is  a difficult  suggestion,  but  I suggested  the 
lural  District  Councils  in  the  various  divisions. 

26,281.  That  the  Rural  District  Councils  should 
lominatc  people  from  whom  someone  mav  anoint 
A.dditiopal  Commissioners? — Yes, 
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*26,282.  You  suggest  that  there  should  be  instruc- 
tions drawn  up  to  indicate  to  the  Additional  Com- 
missioners, first,  what  their  powers  are,  secondly,  what 
duty  they  have  to  perform,  and  thirdly,  suggestions 
as  to  how  they  should  carry  it  outp — Yes. 

26.283.  I suppose  in  your  district  you  have  one 
Clerk  for  the  whole  district? — One  Clerk  for  my 
division. 

26.284.  That  is  what  I mean — the  district  you  are 
dealing  with.  Is  he  a permanent  Clerk? — Well,  yes, 
he  has  been  there  ever  since  I have  been  there;  he 
must  be  a permanent  Clerk. 

26.285.  Or  is  he  re-appointed  year  by  year  as  a 
matter  of  course? — He  is  not  appointed  by  us  year  by 
year.  There  are  two  bodies  of  Commissioners,  as  I 
understand,  the  Additional  Commissioners  and  the 
General  Commissioners.  I think  the  General  Com- 
missioners hear  the  appeals  as  far  as  I know ; I do 
not  know  if  they  appoint  him. 

26.286.  They  are  a separate  body? — Yes. 

26.287.  Do  you  think  it  would  be  more  desirable 
that  the  Additional  Commissioners  should  appoint 
their  own  Clerk? — No,  I do  not  think  so.  I am  not 
making  a complaint  against  any  of  our  officials.  I 
do  not  believe  it  varies  in  my  district  more  than  it 
does  in  others. 

26.288.  I asked  you  for  this  reason:  it  seemed  to 
me  from  your  statement  that  your  Clerk  had  entirely 
neglected  his  duties.  He  has  not  informed  you  of 
what  your  powers  are;  he  has  not  informed  you  of 
what  your  duties  are;  and  he  has  not  commented 
upon  ivhat  appears  to  be,  and  I think  you  agree,  the 
very  inefficient  performance  of  the  duties  that  are 
really  entrusted  to  you.  You  understand  that  I 
am  not  reflecting  upon  you,  because  you  have  come 
into  a machine  in  operation  and  you  have  been  con- 
tent to  go  on  with  it? — No,  I have  not;  I have  pro- 
tested for  the  last  two  years. 

26.289.  Then  you  are  still  better;  you  have  not 
been  oontent;  but  you  were  aware  that  you  could 
have  if  you  pleased,  and  indeed  it  was  your  duty  to 
do  so,  go  through  the  whole  of  the  returns? — Well, 
you  say  that,  sir,  but  if  you  are  sitting  with  two 
other  gentlemen  and  one  of  you  suggested  that  you 
should  go  through  the  whole  lot  I am  not  at  all  sure 
that  you  are  going  to  be  very  popular.  I have 
spoken  to  one  or  two  of  them  individually,  and  they 
have  told  me,  as  a matter  of  fact,  that  they  entirely 
agree  with  me. 

26.290.  I asked  you  the  question  because  you  are 
suggesting  that  somehow  or  other  you  can  get  this 
machinery  to  work  properly? — Yes. 

26.291.  As  to  that  I am  in  doubt.  If  it  is  to  work 
properly,  you  say  that  the  Commissioners  must  go 
through  in  the  course  of  two  or  three  years  the  whole 
of  the  returns? — I think  so. 

26.292.  Well,  will  you  get  them  to  do  that  -job? — 
No,  because  I consider  that  I ought  not  to  have  the 
onus  of  that.  I consider  it  is  the  business  of  the 
Inland  Revenue  to  issue  instructions,  and  the  only 
effect  of  my  doing  it  would  be  as  regards  my  own 
district;  I want  it  done  for  the  whole  country. 

26.293.  Do.  you  think  __ the  Inland  Revenue  can  get 
such  volunteers  as  we  are  considering  to  do  so 
troublesome  and  repulsive  a job? — But  is  it  so  repul- 
sive as  being  on  a tribunal  to  send  men  to  the  war? 

26.294.  I do  not  think  it  is ; personally,  that  is  the 
worst  job  I ever  struck  upon? — It  is  the  worst  job  I 
ever  struck. 

26.295.  We  are  probably  all  agreed  about  that,  but 
still  it  is  not  an  attractive  thing  to  have  to  put  up 
your  neighbour’s  assessment? — No,  but  we  are  in  this 
position,  as  I understand  it,  that  the  country  is  in 
great  financial  difficulties,  and  I believe  if  it  is 
worked  properly  you  would  get  in  a vast  sum  of 
money. 

26.296.  Your  suggestion  as  to  proper  regulations 
seems  to  me  to  be  .a  very  sensible  one,  and  it  can  bo 
done  under  the  existing  arrangements.  Do  you  find 
that,  after  men  have  been  on  the  Additional  Com- 
missioners’ body  for  a number  of  years  they  either 
move  out  of  the  district  or  they  become  slack  about 
their  work? — Well,  since  I have  been  on  I have  only 
seen  four  altogether,  including  myself.  We  are  very 
nearly  always  the  same  three,  and  two  of  us  come 
from  the  same  village. 
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26.297.  You  would  probably  agree  that  it  is  desir- 
able that  continued  residence  should  be  a condition 
of  service? — I think  so,  but  I think  if  you  bear  in 
mind  what  I also  said  that  they  ought  to  live  in 
different  localities,  and  1 think  if  you  had  meetings 
in  different  localities  you  would  get  over  the  difficulty 
about  them  not  attending. 

26.298.  Suppose  it  were  provided  that  every  four 
years,  or  after  some  short  period,  a proportion,  say, 
a quarter,  of  the  Additional  Commissioners  should 
retire  and  should  not  be  eligible  far  re-appointment 
for,  say,  another  three  or  four  years,  do  you  think 
that  that  would  tend  to  get  an  actively  working 
body  continually  provided? — It  might  do,  but  if  you 
are  right  in  regard  to  the  diffioullty  of  getting  these 
gentlemen  at  all,  you  appear  to  me  to  be  rather 
increasing  the  difficulty. 

26.299.  From  one  point  of  view,  yes,  if  your 
number  is  limited,  and  if  you  are  going  to  fill  some 
of  the  places  with  obsolete  Commissioners,  to  use  a 
phrase  we  are  not  unfamiliar  with,  then  your  body 
gets  less  and  less  effective? — Yes.  You  seem  to  have 
got  the  impression  that  we  are  slack  in  our  duties. 

I may  tell  you  I made  very  careful  enquiries  in 
another  part  of  the  oountry,  and  I found  the  state 
of  affairs  there  was  likely  to  be  worse  even  than  in 
mine.  I will  not  dwell  upon  this,  because  you  bear 
in,  mind  in  the  place  where  I am  living  if  it  got  out 
that  I was  the  cause  of  the  Clerk  to  the  Commis- 
sioners, who  happens  to  be  a friend  of  mine,  or  the 
Surveyors,  or  anybody  else,  getting  into  trouble,  I 
should  probably  have  to  move  into  another  district, 
because  in  these  rural  districts  things  soon  leak  out. 

26.300.  Mr.  Kerly : Personally,  I fully  appreciate 
that,  if  I may  say  so,  and  I look  upon  you  as  a sort 
of  Argus,  because  you  are  an  active  Commissioner. 

26.301.  Mr.  McLintoch : I was  wondering  if  you 
were  aware  that  under  the  Act  you  can  hold  your 
meetings  at  any  place,  provided  the  Clerk  is  able  to 
attend  at  that  place? — I think  we  are  aware  of  that, 
and  I think  it  is  about  the  only  thing  I was  aware 
of. 

26.302.  And  you  have  always  met  in  the  one  place? 
— Yes,  with  one  exception,  since  I have  been  a Com- 
missioner. 

26.303.  Have  you  ever  suggested  a change? — Yes, 
both  my  colleague  from  my  village  and  myself 
suggested  a change.  I want  to  make  this  excuse 
for  the  Clerk;  he  can  always  rely  on  me,  and  on  the 
other  man  living  in  my  village,  and  he  may  say  that 
is  the  reason  for  his  always  calling  the  meeting 
in  a place  which  is  very  handy  for  us.  We  ourselves 
have  told  him  that  we  ought  to  meet  in  other  parts 
of  the  division. 

26.304.  Was  it  to  suit  the  Clerk’s  convenience,  or 
the  Commissioners’  convenience,  that  you  always  met 
in  the  same  place? — It  was  certainly  not  to  suit  the 
Commissioners,  because  as  a matter  of  fact  two  of  us 
who  always  attend  were  those  who  protested  against 
having  it  at  the  same  place  always. 

26.305.  Have  you  an  Assessor  in  your  district? — 
No,  I do  not  think  so.  I think  the  nearest  man  we 
have  is  at  a place  about  7 or  8 miles  away. 

26.306.  Have  you  not  an  Assessor  whose  duty  it  is 
to  issue  all  the  forms  to  the  people  in  the  village? 
— You  mean  the  form  that  I have  to  fill  up  for  the 
Income  Tax? 

26.307.  You  know  it  is  not  the  duty  of  the  Surveyor 
to  issue  the  forms,  but  the  duty  of  an  Assessor? — 
Yes. 

26.308.  And  the  Assessor  is  the  servant  of  the  Com- 
missioners. He  is  your  servant  in  order  that  he  may 
issue  the  forms  so  that  every  taxpayer  in  the  district 
gets  one,  and  it  is  his  business  to  see  that  every  tax- 
payer makes  a return? — Yes,  but  evidently  there  is 
some  leakage  somewhere,  because  it  is  quite  clear  that 
a certain  number  of  people  are  not  on  the  list  at  all. 

26.309.  We  have  had  a great  deal  of  evidence  that 
the  great  advantage  of  Assessors  and  Commissioners 
and  Clerks  to  Commissioners  is  the  advantage  to  the 
State  in  their  local  knowledge.  What  you  complain 
of  is  that  the  Surveyor  does  not  have  enough  local 
knowledge  to  check  when  the  Commissioners  and 
Assessor  have  failed  to  exercise  theirs? — Yes. 
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26.310.  Do  you  agree  in  the  first  place  it  was  the 
Commissioners  and  their  Asses  sore  who  should  have 
put  their  local  knowledge  into  operation  and  issued 
the  form? — I think  so,  yes.  I think  the  Com- 
missioners ought  to  be  of  a very  great  deal  of  use; 
as  a matter  of  fact,  I do  not  think  they  are. 

26.311.  If  all  the  Commissioners  in  the  rural  dis- 
tricts act  as  they  do  in  your  district,  and  yours  is 
probably  a little  better  than  the  majority,  do  you 
suggest  that  that  can  be  usefully  continued? — Yes, 

I should  think  that  certainly  they  could  be  of  use, 
acting  under  a proper  scheme. 

26.312.  If  they  are  not  going  to  do  any  more  than 
they  have  done  in  the  past,  is  there  any  use  in  having 
them  for  their  present  duties  with  regard  to  the 
making  of  assessments? — I certainly  think  so.  In 
September  we  were  very  useful  to  a limited  extent 
in  the  cases  that  were  brought  before  us. 

26.313.  Why  this  special  spurt  last  September? — 1 
cannot  tell  you.  I cannot  find  out  why  it  was  done. 

I was  informed  that  my  presence  would  be  required 
for  much  longer,  for  many  more  hours,  as  they  had 
got  instructions  down  to  go  into  a great  many  more 
cases.  I cannot  tell  you  whether  it  had  anything  to 
do  with  what  I was  doing  or  not.  I was  in  com- 
munication with  Somerset  House  very  unsatisfac- 
torily, and  I also  sent  a copy  of  my  letter  to  the 
private  residence  of  the  Chancellor  of  the  Exchequer ; 
whether  it  was  in  consequence  of  that  or  not  I have 
not  the  faintest  notion,  but  for  the  first  time  we 
went  into  a certain  number  of  cases  where  people 
had  made  returns. 

26.314.  Who  was  it  that  got  the  prod  from  the 
Inland  Revenue?  Was  it  your  servants,  the  Asses- 
sors and  the  Clerk,  or  was  it  the  Surveyor? — It  was 
the  Clerk  to  the  Commissioners  who  warned  me  that 
we  should  take  a much  longer  time.  Also,  directly 
we  met  the  Surveyor  told  us  that  more  cases  would  be 
examined. 

26.315.  This  was  the  first  time  in  your  experience 

that  this  had  happened? — Yes.  I have,  as  I said 

before,  in  1915  and  1916,  asked  for  a certain  number 
of  returns  off  my  own  bat;  they  were  not  volunteered. 

I said:  “what  has  so-and-so  returned?  ” They  were 
very  few  in  number,  of  course. 

26.316.  Then  so  far  as  you  are  concerned  you  do 
not  know  the  Assessor  of  your  district? — No,  I do  not 
know  him  personally. 

26.317.  You  have  never  heard  of  him? — Well,  1 have 
heard  of  him.  I looked  to  see  what  his  name  was,  but 
he  seemed  not  to  put  his  name.  He  merely  puts 
“ Assessor  ” and  his  address,  so  when  I send  my 
cheque  I address  the  envelope  to  the  address  given, 
but  I do  not  put  any  name  on  it. 

26.318.  You  are  mixing  that  up  with  the  Collector. 
The  Collector  is  the  man  who  gets  the  money  as 
compared  with  the  Assessor,  who  issues  the  original 
form  to  invite  the  taxpayer  to  make  his  return? — 
That  may  be;  anyway  I do  not  know  the  name. 

26.319.  Mr.  Walker  Clark : Might  I ask  how  you 
were  appointed? — I can  only  tell  you  that  the  Clerk 
to  the  Commissioners  asked  me  if  I would  serve,  and 
I asked  him  how  he  fixed  upon  me.  He  said  he  was 
asked  to  do  so  by  two  very  well-known  gentlemen  on 
the  County  Council ; he  gave  me  the  names,  and  that 
is  all  I know. 

26.320.  With  regard  to  the  first  meeting  that  you 

attended,  you  were  summoned  by  the  Clerk,  were 
you  not? — Yes.  . . 

26.321.  Were  there  a number  of  Commissioners 
present? — No,  I have  never  seen  more  than  three 
including  myself  at  any  meeting. 

26.322.  And  upon  your  appointment  was  no  address 
given  by  the  Clerk,  or  the  Surveyor  of  Taxes  for 
the  district,  as  to  your  duties? — None  whatever. 

26.323.  And  your  attention  was  not  caliled  to  the 
provisions  in  the  Act,  which  extend  over  several 
pages,  dealing  with  the  duties  of  Commissioners? — 
I am  sorry  to  say  I have  not  got  them. 

26.324.  It  was  not  read  in  your  presence? — No. 

26.325.  You  aire  not  appointed  by  the  Land  Tax 
Commissioners,  I presume? — Not  that  I know  of;  it 
was  strictly  in  the  way  I have  told  you. 


26.326.  How  many  Commissioners  have  you  in 
your  district,  7 or  14? — Seven. 

26.327.  And  seven  on  the  waiting  list? — No  there 
is  no  waiting  list,  because  we  appointed  another 
one  the  other  day;  two  or  three  naiiies  were  sug- 
gested to  the  Clerk  and  the  first  one  he  asked  agreed 
to  serve. 

26.328.  You  are  aware  a Clerk  is  only  appointed 
for  one  year? — No,  I was  not  aware  of  that. 

26.329.  You  rather  indicated  that  Commissioners 
should  deal  with  a restricted  area? — Yes. 

26.330.  Two  or  three  districts  dose  to  their  resi- 
dence?— Yes. 

26.331.  Are  not  Commissioners  in  your  district 
appointed  from  the  area  as  a whole  represent- 
ing each  section  of  different  social  ranks? — I should 
say  certainly  not.  Using  the  word  in  the  common 
sense  all  the  Commissioners  are  gentlemen. 


26.332.  Men  of  different  social  status  are  not  in- 
cluded?— No;  at  all  events  we  have  not  got  them. 
We  have  only  got  one  status. 

26.333.  I hope  you  will  not  take  the  question  as 
offensive.  Are  they  all  Justices?— No,  they  are  not. 
The  one  we  appointed  the  other  day  is  not  a justice. 
As  a matter  of  fact  I was  not  when  1 was  appointed, 
but  they  thought  I was. 

26.334.  Mr.  Walker  Clark : I happen  to  be  a Com- 
missioner and  my  experience  is  very  different  from 
yours. 

26.335.  Dr.  Stami ):  Are  you  a General  Com- 

missioner as  well  as  an  Additional  Commissioner  ? 
No.  _ , 

26,366.  Mr.  Pretyman:  Bearing  in  mind  the  result 
we  all  wish  to  get,’  which  is  a fair  assessment  and  a 
full  collection  of  tax— and  we  are  very  much  obliged 
to  you,  if  I may  say  so,  for  having  come  and  given 
this  very  important  evidence — and  having  regard  to 
the  general  principle  and  spirit  under  which  the 
Additional  Commissioners  are  appointed,  do  you  think 
that  the  right  way  of  getting  that  result  is  to 
strengthen  the  position  of  the  Surveyors  and  their 
staff?  Ought  not  the  Additional  Commissioners 
lather  to  be  regarded  as  having  a duty  to  safeguard 
the  public  against  .extortionate  claims  by  the  Sur- 
veyor than  that  it  should  be  their  duty  to  increase 
assessments  which  it  is  the  Surveyor’s  duty  to  make 
to  the  full  amount?— Well,  I had  not  looked  at  it 
from  your  point  of  view  that  we  were  there  to  pro- 
tect the  Income  Tax  payer. 


26,337.  I rather  suggest  to  you  that  that  ought  to 
ie  one  of  your  very  important  functions;  at  any 
•ate,  it  is  one  of  the  functions  which  you  ought  to 
lave  to  carry  out? — This  would  be  the  province 
if  thd  General  Commissioners  who  hear  appeals 
ather  than  of  the  Additional  Commissioners 
rhere  is  one  thing  I should  like  to  point  out  which 
lave  forgotten,  and  that  is  I really  do  think  on  the 
income  Tax  forms  the  question  of  letting  furnished 
louses — which  personally  I think  an  iniquitous  thing, 
lut  inasmuch  as  we  have  to. pay  Income  Tax  on  i 
.ve  should  pay  it,  ought  to  be  marked  in  a very  much 
more  definite  manner.  The  houses  round  me  bring 
in  very  long  rents.  I know  as  a fact  certain  people 
do  not  know  that  they  have  to  pay  Income  lax  on 
profits  from  letting.  They  make  their  return 
London  on  their  ordinary  business,  and  the  Income 
Tax  is  deducted  from  their  dividends,  but  they  have 
no  knowledge  at  all  that  they  have  to  pay  on  the 
letting  of  these  houses. 

26  338.  You  did  not  answer  my  question,  whic 
was  whether  you  think  it  is  better  to  enooTOge  the 
Additional  Commissioners  to  he  themselves  the  in 
ments  for  putting  up  assessments,  or  whether  lt  »u 
be  better  to  make  that  the  Surveyor’s  duty  and  ^ 
give  him  such  local  assistance  as  would  be  n«*ssary, 
and  for  him  to  do  that  work,  and  to  1 have  - the 
responsibility  for  doing  that  work,  and  for  ^on  ^ 
expect  to  find  it  done  and  not  to  have  it  intervened 
with  the  principal  object  of  getting  up  a®essmente 

which  you  expect  to  find  rather  under-assessed  than 
over-assessed  ? — Of  course  I have  been  most anxio 
all  the  way  through  not  to  make  any  suggestion 
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which  would  increase  the  number  of  public  officials  in 
any  way  and  increase  the  payment.  If  you  are 
going  to  do  that  it  seems  to  me  the  Surveyors  will 
have  to  have  very  much  more  adequate  premises  and 
very  much  more  adequate  assistance  than  they  have 
got  now. 

26,339.  It  does  not  follow.  The  suggestion  might 
he  that  the  Surveyor  who  would  act  as  Assessor, 
assuming  that  he  was  to  act  also  as  Assessor,  should 
have  certain  information  available  to  him,  certain 


people  appointed,  as  you  say,  through  the  recommen- 
dation of  the  Rural  District  Councils,  to  whom  he 
could  go  in  any  particular  parish  to  ask  for  informa- 
tion?— Yes.  It  would  not  be  very  pleasant  for  me 
for  somebody  to  come  and  ask  me  about  my  next  door 
neighbour — no,  I do  not  feel  sure  about  that. 

26.340.  It  is  very  difficult  to  do? — I think  that 
would  be  very  difficult  to  do. 

26.341.  Mr.  Pretymcin:  We  are  much  obliged  to  you 
for  coming. 


T Baxter  on  behalf  of  the  Licensed  Victuallers’  Defence  League  of  England  and  Wales,  cal  ed  and  exam.ned. 


The  witness  handed  in  the  following  statement 'as 
his  evidence-in-chief  : — 

Evidence-in-chief  of  Mr.  T.  Baxter,  Secretary  of  the 
Birkenhead  and  Wirral  Licensed  Victuallers’  and 
Beer  and  Wine  Retailers’  Association,  28, 
Hamilton  Square,  Birkenhead,  in  this  matter 
officially  representing  the  Licensed  Victuallers’ 
Defence  League  of  England  and  Wales. 

26,342.  (1)  Our  case  is  based  upon  section  101  of 
the  Income  Tax  Act,  1842,  which  Act  is  repealed  by 
the  Income  Tax  Act,  1918,  but  the  same  matter  is, 
in  substitution  therefor,  dealt  with  in  the  First 
Schedule  to  the  Income  Tax  Act,  1918,  in  Schedule 
D,  Cases  I and  II,  Rule  3 (c),  which  rule  pro- 
vides : — 

“ In  computing  the  amount  of  the  profits  or 
“ gains  to  be  charged,  no  sum  shall  be  deducted 
“ in  respect  of  : — 

“ (c)  the  rent  or  annual  value  of  any  dwelling- 
“ house  or  domestic  offices  or  any  part 
“ thereof,  except  such  part  thereof  as  is 
“ used  for  the  purposes  of  the  trade  or 
“profession:  Provided  that  where  any 

“ such  part  is  so  used,  the  sum  so  deducted 
“ shall  be  such  as  may  be  determined  by 
“ the  commissioners,  and  shall  not  exceed 
,l  two-thirds  of  the  annual  value  or  of  the 
“ rent  bona-fide  paid  for  the  said  dwelling- 
“ house  or  offices.” 

26.343.  (2)  The  point  we  desire  to  bring  to  the 
notice  of  the  Commission  is  that  licensed  premises, 
being  assessed  under  Schedule  A at  a greater  figure 
than  the  rent  paid,  i.e.,  the  rent  plus  the  assumed 
value  of  the  beneficial  occupation,  the  two-thirds 
allowance  is  insufficient,  and  as  this  allowance  also 
applies  to  rates,  we  claim  that  the  living  accommo- 
dation is  valued  at  a figure,  generally  speaking,  far 
in  excess  of  the  actual  value,  and  we  believe  it  was 
never  contemplated  when  the  original  Act  was 
passed  that  the  tied  house  system  would  ever  exist 
as  it  does  to-day  with  the  inflated  annual  values  of 
licensed  premises,  and  so  penalize  licensed  traders. 

26.344.  (3)  We,  therefore,  suggest  for  the  favour- 
able consideration  of  the  Commission,  that  a dis- 
cretionary power  should  be  given  to  Inspectors  of 
Taxes,  in  respect  of  the  allowance  to  tenants  of 
licensed  premises,  for  rent  and  rates,  and  that 
Rule  3 (c)  should  be  amended  by  the  addition  of  the 
words : — 

“ except  in  the  case  of  premises  licensed  for 
“ the  sale  of  intoxicating  liquor  by  retail,  and 
“ used  mainly  for  that  and  residential  pur- 
“ poses,  when  the  sum  so  deducted  shall  not 
“ exceed  five-sixths  and  be  not  less  than  two- 
“ thirds  of  the  annual  value  or  the  rent  bond- 
" fide  paid  for  the  said  premises.” 

Figures  nan,  and  will,  bo  submitted  at  the  hearing 
verifying  the  contentions  put  forward. 

[This  concludes  the  evidence-in-chief,'] 

26.345.  Mr.  Kerly : You  are  the  Secretary  of  the 
Birkenhead  and  Wirral  Licensed  Victuallers’  Associa- 
tion ? — Yes. 


26.346.  Do  you  speak  on  behalf  of  the  Licensed 
Victuallers’  Defence  League  of  England  and  Wales? 

— I do. 

26.347.  The  grievance  you  want  to  bring  to  our 
attention  is  the  allowance  in  respect  of  a licensed 
victualler’s  house  which  is  partly  occupied  as  a 
dwelling-house? — That  is  so,  yes. 

26.348.  You  suggest  that  the  existing  limitation 
that  the  amount  to  be  deducted  shall  be  not  more 
than  two-thirds  of  the  annual  value  or  rent  paid 
should  be  removed,  and  you  suggest  that  it  should  not 
exceed  five-sixths,  or  be  less  than  two-thirds? — That 
is  so,  that  a discretionary  power  should  be  given. 

26.349.  Will  you  tell  me  why  you  put  a maximum 
limit  at  all? — The  only  reason  is  that  I think  some 
limit  ought  to  be  fixed.  There  is  a certain  value 
attached  to  the  living  portion  of  the  premises. 

26.350.  Can  you  conceive  of  a public-house  which  is 
worth  £10,000  a year? — Well,  in  a case  such  as  that 
I think  you  will  find  bliat  it  is  owned  by  a syndicate, 
and  this  question  does  not  arise  because  it  is  occupied 
by  an  employee  of  that  syndicate  and  consequently 
the  whole  amount  i3  allowed  as  a deduction  for 
Schedule  D. 

26.351.  Is  it  only  when  the  proprietor  himself 
resides  there  that  the  trouble  arises? — That  is  so. 

26.352.  Just  one  general  question.  How  does  the 
annual  value,  the  assessed  value  for  Income  Tax 
purposes,  compare  with  the  actual  letting  value  at 
the  present  time? — With  the  actual  rent  paid? 

26.353.  No,  not  the  rent  paid,  the  letting  value? — 
The  value  for  which  it  is  assessed  for  local  purposes 
is  deemed  to  be  the  actual  value  which  it  would 
command  in  the  open  market. 

26.354.  Is  not  that  matter  greatly  complicated  by 
the  tied  house  provision? — To  a very  great  extent 
it  is. 

26.355.  So  what  is  paid  as  rent  is  very  often  only 
a proportion,  perhaps  a small  proportion,  of  the 
real  value  of  the  house? — That  practice  varies 
throughout  the  country.  In  some  places  you  will  get 
a high  rental  and  lower  prices  for  the  commodities 
supplied,  and  in  other  places  you  will  get  an  equitable 
division,  and  then  again  you  will  get  it  the  reverse 
way. 

26.356.  Am  I right  in  suggesting  that  the  actual 
rent  paid  would  be  a very  unsafe  guide  in  deter- 
mining any  allowance?-  I think  you  could  take  that 
in  a good  many  instances  as  being  so. 

26.357.  Your  proposed  amendment  takes  as  the 
datum  some  proportion  ol  the  rent  paid.  When  you 
say  “ bond  fide  paid,”  do  you  mean  without  relation 
to  the  value  of  the  tie? — In  practice  what  is  done  is 
that  the  annual  value  of  the  premises  under  Schedule 
A is  charged  in  the  accounts  in  lieu  of  the  rent,  and 
two-thirds  of  that  portion  is  allowed,  and  the  remain- 
ing one-tliird  written  back. 

26.358.  I am  dealing  with  your  suggested  amend- 
ment. The  phrase  you  use  is:  “annual  value  or 
the  rent  bond  fide  paid  for  the  said  premises.”  Does 
“ bond  fide  ” mean  without  relation  to  the  tie.  not 
the  actual  rent,  but  a rent  assumed  if  you  did  not 
have  a tie?— That  is  simply  a reproduction  of  the 
Act  as  it  stands  at  present. 

26.359.  But  I ask  you  what  you  mean  by  it?— The 
rent  actually  paid  for  the  place  as  licensed  premises. 

26.360.  Do  you  wish  to  add  anything? — No,  unless 
you  want  any  figures. 
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26.361.  Mr.  Kerly : No.  I have  asked  you  my 
questions,  and  apparently  no  other  member  of  the 
Commission  desires  to  ask  any  further  questions. 
Have  you  anything  to  add? 

26.362.  Mr.  May : There  is  only  one  point.  In  the 
last  sentence  of  this  witness’s  paper  he  says : 
“ Figures  will  be  submitted  at  the  hearing.”  Are 
those  figures  to  be  put  in? 

26.363.  Mr.  Kerly : I am  obliged.  (To  TFiffiess) : 
Have  you  any  figures  which  you  wish  to  lay  before 
us? — I can  give  you  some  figures  illustrating  my 
suggestion. 

26.364.  Have  you  got  them  in  writing  so  that  you 
can  hand  them  in  ? — I have  not ; I did  not  know  that 
it  was  neoessary. 

26.365.  The  suggestion  of  which  Mr.  May  reminds 

me  at  the  end  of  your  evidence  is  that  you  would  like 
to  give  us  one  or  two  illustrative  examples? — Yes.  I 
will  give  you  them  from  different  parts  of  the 
country : the  Manchester  Hotel  at  Blackpool, 

which  is  assessed  for  Schedule  A at  £625 ; the 
value  of  the  living  portion  there  is  actually  valued 
at  £208.  £208  for  the  living  portion  of  licensed 

premises  even  at  Blackpool  is  excessive,  and,  I con- 
tend, illustrates  the  point  I have  introduced.  In 


the  case  of  the  Royal  Oak  Hotel  at  Burnley,  which 
is  assessed  at  £285,  one-third  of  that  is  £95,  and  the 
living  accommodation  there  for  that  £95  rent  is  a 
kitchen,  three  bedrooms  and  a bathroom. 

26.366.  Mr.  Holland-Martin : What  is  the  accom- 
modation in  the  first  house? — I have  not  the  accom- 
modation there;  that  was  not  supplied  to  me;  but 
the  general  practice,  I think,  at  all  seaside  resorts 
is  that  the  living  accommodation  is  very  small.  The 
whole  of  it  is  used  mainly  for  residential  purposes 
during  the  season. 

26.367.  Mr.  Kerly : Burnley,  of  course,  is  not  a 
seaside  town,  but  this  kitchen  and  three  bedrooms 
were  all  that  was  occupied  throughout  the  year  by  the 
resident  proprietor? — That  is  so;  that  is  the  only 
living  accommodation. 

26.368.  Have  you  any  other  case? — There  is  the 
Station  Hotel  at  Nelson,  assessed  at  £300,  one-tliird 
of  which  is  £100,  with  a kitchen,  scullery,  sitting- 
room,  three  bedrooms  and  a bathroom. 

26.369.  £100  is  taken  as  the  value  of  the  living 

part? — Yes.  Those  are  typical  of  practically  the 

whole  of  the  licensed  promises  throughout  the 
country. 


Mr.  P.  J.  Congdon  and  Colonel  H.  D.  Henderson,  on  behalf  of  the  Excise  Clerks’  Association,  called 

and  examined. 


The  witnesses  handed  in  the  following  statement 
as  their  evidence-in-chief:  — 

The  Collection  of  Income  Tax— England  and  Ireland. 

26.370.  (1)  In  England  and  Ireland  the  system  of 
collection  of  Income  Tax  under  Schedules  D and  E 
by  Collectors  of  Customs  and  Excise  is  as  follows : — 

26.371.  (2)  In  December  each  year  the  Clerks  to 
Commissioners  of  Income  Tax,  either  directly  or 
through  the  Inspectors  of  Taxes,  deliver  to  the 
Collectors  of  Customs  and  Excise  duplicates  of  the 
assessments  made  on  taxpayers  in  their  respective 
areas.  The  total  amount  of  the  assessments  in  these 
duplicates  constitutes  a debit  charge  against  the 
Collector  concerned  (a)  as  regards  the  first  instalments 
and  (b)  as  regards  the  second  instalments.  Certain 
classes  of  income  do  not  enjoy  the  privilege  of  paying 
Income  Tax  by  two  instalments  and  the  assessments 
on  such  incomes  are  included  with  (a)  above. 

26.372.  (3)  First  demand  notes,  giving  notice  that 
the  tax  is  due  on  or  before  1st  January,  are  imme- 
diately made  out  and  sent  by  post  to  the  taxpayers 
who  have  already  received,  in  the  previous  September, 
a notice  of  charge  informing  them  of  the  amount  of 
Income  Tax  they  will  be  called  upon  to  pay  and  briefly 
outlining  the  basis  of  the  charge. 

26,373..  (4)  Second  demand  notes,  giving  ten  days’ 
notice  to  pay,  are  posted  21  days  after  the  first  demand 
notes  were  sent  out  or  on  the  22nd  January,  which- 
ever date  is  later,  to  those  taxpayers  who  have  failed 
to  respond  to  the  first  demand. 

26.374.  (5)  Lists  of  outstanding  arrears  of  assess- 
ments are  compiled  within  10  days  of  the  expiration 
of  the  second  demand  note  and  are  placed  in  the 
hands  of  Officers  of  Customs  and  Excise  engaged  on 
outdoor  surveying  duties  who  then  make  personal 
delivery  of  a third  demand  note.  If  this  personal 
application  has  still  no  effect  on  the  taxpayer  the 
Officer  again  calls  upon  him  and  makes  a special 
personal  demand  and,  if  still  unsuccessful  in  obtain- 
ing payment,  he  leaves  a fourth  demand  note  threaten- 
ing distraint  if  payment  is  not  made  within  seven 
days.  In  the  last  resort,  which  is  rarely  necessary, 
he  calls  upon  the  taxpayer — in  the  company  of  a 
bailiff — and  levies  a distraint  on  his  goods. 

26.375.  (6)  Adjustment  of  assessments. — Continu- 
ously throughout  the  period  covered  by  paragraphs 
(1)  to  (4)  disputes  as  to  the  amount  of  assessments 
are  being  settled  with  the  result  that  quite  an  appre- 
ciable percentage  of  assessments  are  reduced  while 
some  are  completely  discharged.  Advices  of  these 
reductions  and  discharges  are  sent  to  the  Collector 


by  the  Inspector  of  Taxes,  and  the  Collector,  after 
acting  upon  them,  retains  them  as  credit  notes  against 
the  debit  charge  referred  to  in  paragraph  (2)  above. 

26,376.  (7)  On  the  1st  May  the  collection  is  balanced 
and,  eliminating  certain  accountancy  complications, 
the  account  stands  thus  : — 

£ s.  d. 


Amount  collected  ... 
,,  discharged 
,,  outstanding 


Total  charge — First  instalments  £ 


26.377.  (8)  Second  instalments. — The  same  course  of 
procedure  is  followed  as  in  the  case  of  the  first  instal- 
ments; the  dates  of  taking  the  successive  steps  being 
'six  months  later  in  each  case. 

26.378.  (9)  Additional  assessments. — Besides  the 
original  assessments  referred  to  in  the  foregoing  para- 
graphs other  assessments,  called  additional  assess- 
ments, are  made  throughout  the  year  in  respect  of 
the  current  and  three  previous  years  of  assessment. 
These  additional  assessments  are  very  numerous; 
numbering,  on  an  average,  about  10  per  cent,  of  the 
original  assessments.  The  necessity  for  making  them 
arises  from  the  fact  that  the  original  assessments  are 
based  on  a forecast  of  income  in  a large  proportion 
of  cases  and  these  additional  assessments  are  made  on 
unforeseen  and  uncertain  additions  to  income  which 
are  afterwards  discovered  or  disclosed.  The  course  of 
collection  in  the  case  of  additional  assessments  follows 
essentially  the  same  routine  as  in  the  case  of  the 
original  assessments. 

26.379.  (10)  Before  entering  on  their  duties  all 
officials,  both  permanent  and  temporary,  must  make 
the  statutory  declaration  of  secrecy. 

Scotland. 

26.380.  (11)  Income  Tax  under  Schedules  A,  B,  D 
and  E is  collected  in  Scotland  by  Collectors  of  Customs 
and  Excise  with  the  exception  of  the  manual  weekly 
wage-earners’  tax  and  the  duties  collected  by  a few 
local  Collectors. 

26.381.  (12)  Before  commencing  duty  each  person 
employed,  either  permanently  or  temporarily,  must 
take  the  oath  of  secrecy  prescribed  by  law. 

26.382.  (13)  Duplicates  of  the  tax  assessment  rolls 
are  furnished  direct  to  the  Collector  by  the  Clerk  to 
the  Commissioners  of  Income  Tax  or  through  the 
Inspector  of  Taxes.  The  charges  shown  therein  are 
balanced  by  (a)  the  Collector’s  remittances  to  the 
inland  Revenue  Department,  ( b ) discount  on  asses®- 
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ments  paid  in  advance,  and  (c)  schedules  of  assess- 
ments discharged  or  defaulted. 

26,383.  (14)  The  notice  of  assessment  issued  by  the 
Clerk  to  the  Commissioners  is  adapted  to  form  a first 
notice  to  pay.  Immediately  after  21st  J anuary  the 
Collector  issues  a second  notice  to  pay  and,  failing 
payment  within  the  time  allowed — 10  days  a final 
(seven  days’)  notice  is  sent.  Duties  unpaid  at  the 
end  of  this  period  are  recoverable  by  poinding.  For 
this  purpose  the  duty  is  included  in  a warrant  which 
must  be  signed  by  the  Sheriff  having  jurisdiction  over 
the  district  or  by  two  General  Commissioners  of  In- 
come Tax.  A Collector  of  Customs  and  Excise  in 
Scotland  having  no  power  to  poind,  the  warrant  is 
executed  by  a Sheriff  Officer  who  is  entitled  to  add  10 
per  cent,  costs  where  a poinding  is  made.  The 
Sheriff  Officer  remits  the  duties  received  by  him  to  the 
Collector;  he  acts  under  a fidelity  guarantee  and  is 
sworn  to  secrecy.  Regulations  are  laid  down  for  deal- 
ing with  special  cases  such  as  bankruptcies,  deaths, 
removals  and  the  assessments  on  seafaring  men. 

The  two  systems  contrasted. 

26.384.  (15)  It  will  be  observed  that  in  Scotland 
the  system  of  collection  by  Collectors  of  Customs  and 
Excise  differs  from  that  in  force  in  England  and  Ire- 
land in  several  important  respects.  The  results  ob- 
tained there  are  more  satisfactory. 

26.385.  (16)  The  Collector  in  Scotland  is  authorized 
to  collect  Income  Tax  not  only  under  Schedules  D and 
E but  also  under  Schedules  A and  B.  In  addition  he 
collects  House  Duty  and  Land  Tax.  This  arrange- 
ment is  a convenience  to  the  public  and  a source  of 
saving  to  the  Revenue.  These  taxes  are  all  paid  to 
the  same  official,  and  that  a Government  full-time 
official,  and  the  public  frequently  express  their  pre- 
ference to  be  assessed  by  and  to  pay  these  taxes  to  a 
Government  official  rather  than  to  a local  Collector 
who  may,  at  the  same  time,  be  carrying  on  some  other 
business  in  competition  with  taxpayers  in  his  area  as 
is  often  the  case  in  England.  In  England  in  areas 
where  Collectors  of  Customs  and  Excise  collect 
Schedules  D and  E local  Collectors  collect  Schedules 
A and  B,  House  Duty  and  Land  Tax  with  the  result 
that  taxpayers  have  to  pay  in  two  different  places  and, 
from  the  revenue  point  of  view,  there  is  multiplicity 
of  staffs,  a great  deal  of  the  expense  of  which  might 
be  saved  by  adopting  the  Scotch  system  generally. 
The  quarterly  tax  on  weekly  wage-earners  is  collected 
by  local  Collectors  while  the  tax  on  their  other  sources 
of  income  such  as  interest  on  War  Loan  is  collected 
by  the  Collector  of  Customs  and  Excise. 

26.386.  (17)  Only  in  exceptional  cases  are  the  ser- 
vices of  Officers  of  Customs  and  Excise  on  outdoor 
surveying  duties  requisitioned  in  connection  with  the 
recovery  of  arrears;  thereby  reducing  the  number  of 
applications  and  preserving  the  moral  effect  and  pro- 
ductiveness of  the  Collector’s  demands.  There  is  no 
doubt  that,  in  England,  a large  number  of  taxpayers 
postpone  payment  until  the  officer  or  local  Collector 
calls  simply  because  they  know  that  he  will  call  and 
that  the  postponement  does  not  involve  them  in  any 
kind  of  penalty. 

26.387.  (18)  Lists  of  arrears  are  put  into  the  hands 
of  Sheriff  Officers,  a visit  from  whom  is  no  doubt 
regarded  as  an  experience  to  be  avoided. 

26.388.  (19)  There  are  differences  in  detail  in 
matters  of  account;  but  the  underlying  principles  are 
the  same. 

26.389.  (20)  Paragraphs  17  and  18  appear  to  have 
the  effect  of  expediting  the  collection  by  reducing  the 
number  of  demands  as  compared  with  England  and 
Ireland.  Repeated  demand  notes  give  the  experienced 
procrastinating  taxpayer  the  conviction  that  the 
earlier  demands  are  not  intended  seriously.  This 
view  would  seem  to  be  supported  by  the  fact  that  the 
progress  of  collection  in  Scotland  is  always  in  advance 
of  the  collection  in  England  and  Ireland,  date  for 
date. 

Suggestions. 

26.390.  (21)  If,  in  cases  where  the  three  years’ 
average  does  not  apply  (but  not  in  the  case  of  manual 
weekly  wage-earners),  assessments  under  Schedules  D 


and  E could  be  made  on  the  income  for  the  year  ended 
the  5th  of  April  preceding  the  date  of  assessment 
instead  of,  as  at  present,  in  so  many  cases,  on  that 
for  the  year  ending  the  5th  of  April  following  the 
making  of  the  assessment,  it  is  anticipated  that  much 
labour  and  time  might  be  saved  (a)  in  collecting  the 
revenue,  (b)  in  reducing  to  negligibility  the  number  of 
alterations  to  be  made  in  assessments  and  (c)  in  reduc- 
ing, to  an  equal  extent,  the  necessity  for  making  addi- 
tional assessments  during  the  three  years  following 
that  in  which  the  original  assessment  is  made. 

26.391.  (22)  The  assessment  would  theD  be  made  on 
income  already  received  and,  therefore,  fixed  and 
ascertained. 

26.392.  (23)  It  would  remove  the  grievance  felt  and 
frequently  expressed  by  taxpayers  at  the  time  of  pay- 
ment that  they  are  called  upon  in  December  to  pay 
Income  Tax  three  months  in  advance  of  the  end  of 
the  year  in  respect  of  which  it  is  levied.  (In  reality 
this  is  an  imaginary  grievance  in  the  case  of  assess- 
ments on  individuals  and  firms  because  such  taxpayers 
are  asked  to  pay  only  half  the  assessment  nine  months 
after  the  commencement  of  the  year  of  assessment; 
but  the  point  has  to  be  explained  and  occupies  time.) 

It  is  submitted  that  the  imposition  of  Income  Ta~ 
on  income  before  it  is  actually  received  is  bad  in  prin- 
ciple and  that  the  public  hold  that  opinion. 

26.393.  (24)  Discharges  and  reductions  of  assess- 
ments, under  the  existing  state  of  the  law,  affect, 
perhaps,  10  per  cent,  of  the  original  assessments 
made,  give  rise  to  the  necessity  of  making  many 
repayments  in  case3  in  which  assessments  are  paid 
before  relief  is  granted,  and  involve  a considerable 
amount  of  labour  and  delay. 

26.394.  (25)  Many  taxpayers  request  permission  to 
pay  by  smaller  and  more  frequent  instalments  on  the 
ground  that  to  find  even  a moiety  of  the  total  assess- 
ment, with  Income  Tax  at  its  present  high  level, 
causes  them  financial  embarrassment.  It  is  suggested 
that' the  principle  of  the  existing  concession  to  indi- 
viduals and  firms  lo  pay  by  two  instalments  be 
extended  to  four  instalments  to  be  paid  on  or  before 
1st  December,  1st  March,  1st  June  and  1st  September, 
respectively.  Such  an  arrangement  would  not  involve 
any  material  postponement  of  the  first  moiety  as  the 
first  two  quarters  should  be  collected,  as  at  present, 
within  the  financial  year  which  terminates  on  31st 
March. 

26.395.  (26)  It  is  desirable  that  the  proposed  privi- 
lege of  paying  by  four  instalments  should  be  limited 
to  assessments  of  (say)  £4  and  upwards ; but  so  that 
when  an  assessment  exceeds  £1,  £2,  or  £3,  the  first, 
first  and  second,  first,  second  and  third,  instalments, 
respectively,  should  be  £1  and  the  next  and  final 
instalments  should  be  the  remainder.  In  the  present 
state  of  the  law  a taxpayer  assessed  Is.  is  called  upon 
to  pay  6d.  in  January  and  6d.  in  July. 

26.396.  (27)  It  is  further  suggested — 

(a)  that  the  position  of  Collector  of  Inland 
Revenue  should  be  re-established ; thus 
bringing  the  collection  under  the  direct 
authority  and  control  of  the  Board  of  In- 
land Revenue.  (This  would  not  involve  the 
creation  of  new  machinery  but  merely  the 
transfer  of  a highly  efficient  machine  at 
present  run  by  the  Board  of  Customs  and 
Excise  from  that  Board  to  the  Board  of 
Inland  Revenue.  Such  of  the  staff  in  the 
Offices  of  Collectors  of  Customs  and  Excise 
who  are  experienced  in  the  organisation 
and  management  of  this  business  and 
willing  to  be  transferred,  could  form  a 
nucleus  staff.) 

(b)  that  these  Collectors  of  Inland  Revenue 

should  collect  all  Income  Tax  under 
Schedules  A,  B,  D and  E as  well  as  all 
House  Duty  and  Land  Tax  in  the  whole  of 
the  United  Kingdom.  (See  paragraph  16.) 

(c)  that  one  demand  note  only  should  be  issued 
for  each  instalment  about  the  middle  of 
the  months  November,  February,  May  and 
August,  respectively,  and  that,  in  the  cases 
of  these  amounts  still  unpaid  by  the  end 
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of  the  months  of  December,  March,  June 
and  September,  a circular  notice,  in  general 
terms,  warning  the  taxpayer  that,  if  the 
instalment  is  not  .paid  forthwith,  the 
amount  will  be  placed  in  the  hands  of  the 
county  court  bailiff  or  the  Sheriff  Officer,  as 
the  case  may  be,  for  recovery  with  costs, 
should  be  sent. 

(d)  that  arrears  still  outstanding  by  (say)  the 
end  of  the  second  week  of  the  second  month 
of  each  quarter  should  be  recovered,  under 
a fidelity  guarantee,  by  county  court 
bailiffs  in  England  and  Ireland  and  by 
Sheriff  Officers  in  Scotland. 

26.397.  (28)  In  support  of  our  claim  that  the 
system  of  collecting  Income  Tax  by  permanent  officials 
is  the  most  economical  and  efficient  method  now  in 
vogue  the  following  quotation  from  the  29th  Report 
of  the  Commissioners  of  Inland  Revenue  (page  47) 
is  submitted : — 

“ The  experimental  trial  made  in  England  for 
the  first  time  in  1880  of  the  system  of  collecting 
the  Income  Tax  under  Schedules  D and  E by  the 
ordinary  staff  of  our  collectors  of  Inland  Revenue, 
to  which  we  referred  in  our  24th  Report,  has 
proved  so  satisfactory  both  as  regards  efficiency 
and  economy  that  it  has  been  extended  as  oppor- 
tunities for  its  adoption  have  occurred.  . . . The 
amount  of  Income  Tax  which  had  to  be  collected 
under  this  system  was,  on  1st  January,  1886,  in 
round  figures  £1,600,000;  the  number  of  persons 
charged  being  about  152,000.  On  the  31st  March 
following,  our' collectors  had  received  £1,407,000, 
leaving,  at  that  date,  a balance  uncollected  of 
only  about  £193,000  from  which  would  have  to  be 
deducted  the  tax  in  disputed  cases,  uncollectible 
arrears,  owing  to  bankruptcy  and  removal,  &c.” 

26.398.  (29)  At  present  there  are  4,500  local  Col- 
lectors and  the  staffs  of  66  Collectors  of  Customs  and 
Excise  engaged  in  the  collection  of  Income  Tax.  At  a 
rough  estimate  we  believe  that  the  whole  of  the  work 
could  be  done  by  about  100  or,  at  the  most,  150 
Collectors  of  Inland  Revenue  and  their  staffs,  and  we 
feel  confident  that  the  economy  which  would  thereby 
be  effected  would  be  well  worth  considering.  It 
would  concentrate  the  work  at  local  central  offices 
administering  areas  which  would  not  be  too  large 
and  unwieldy  and  would  yield  those  economies  which 
are  usually  reaped  when  business  is  carried  on  on  a 
large  scale. 

[ This  concludes  the  evidence-in-chief.) 

26.399.  Mr.  Kerly : Do  you  appear  on  behalf  of  the 
Excise  Clerks’  Association? — (Mr.  Congdon):  Yes. 

26.400.  Just  describe  to  me,  please,  what  the  Excise 
clerks  are? — They  are  the  clerks  engaged  in  carrying 
out  the  clerical  work  in  the  offices  of  the  various 
Collectors  of  Customs  and  Excise  throughout  the 
United  Kingdom. 

26.401.  Does  your  Association  represent  the  whole 
of  the  Excise  clerks  of  the  United  Kingdom? — Yes. 

26.402.  We  are  very  much  obliged  for  the  evidence 
you  have  offered  us , you  will  be  asked  questions  upon 
it,  and  I might  myself  just  ask  you  one  or  two  ques- 
tions at  starting.  You  suggest  that  the  Collectors 
of  Inland  Revenue  should  be  re-established ; by  that 
do  you  mean  something  other  than  the  Collector  who 
now  exists? — Yes.  The  Collectors  who  are  now  called 
Collectors  of  Customs  and  Excise  were  originally 
Collectors  of  Inlard  Revenue.  The  Excise  branch 
was  detached  from  the  Inland  Revenue  and  attached 
to  the  Customs,  so  that  those  who  were  formerly 
Collectors  of  Inland  Revenue  are  now  Collectors  of 
Customs  and  Excise  and  are  carrying  out  Customs 
and  Excise  work  and  certain  Inland  Revenue  duties. 
The  suggestion  is  that  the  work  should  be  disconnected 
from  the  Customs  and  Excise  altogether.  It  is  con- 
sidered to  be  sufficiently  large  in  its  scope  that 
Collectors  who  should  be  Collectors  of  Inland  Revenue 
should  have  the  carrying  out  of  the  purely  Inland 
Revenue  duties  in  the  various  areas  throughout  the 
United  Kingdom. 


26.403.  You  suggest  that  the  whole  of  the  work  of 
collection  could  be  done  by  100  or  150  Collectors  in 

place  of  the  4,500  local  Collectors  now  engaged? 

Yes. 

26.404.  You  are.  of  course,  contemplating  whole- 
time Collectors? — Yes. 

26.405.  And,  I suppose,  paid  adequate  salaries  in- 
stead of  what  we  are  told  are  very  inadequate  salaries 
to  the  part-time  men  in  some  places? — Well,  adequate 
salaries  undoubtedly  would  be  required,  but,  of 
course,  these  individuals  that  you  would  constitute  as 
Collectors  would  have  a very  much  greater  amount 
of  duty  to  collect  and  a larger  number  of  cases  to 
deal  with. 

26.406.  When  you  say  150  Collectors,  you  do  not 
mean  that  to  include  all  the  clerks  whom  they  would 
employ,  or  is  that  the  clerks  and  all? — No,  those 
would  be  simply  the  chiefs  in  charge  of  100  or  150 
centres. 

26.407.  How  many  clerks  do  you  estimate  would 
have  to  be  employed  as  well  as  the  150  heads? — There 
would  necessarily  be  temporary  clerks,  who  would 
exceed  the  permanent  clerks  in  number,  because  the 
collection  comes  in,  what  one  may  term,  rushes,  and 
the  work  is  not  continuous  throughout  the  year,  but 
the  permanent  ones,  the  ones  you  have  in  mind,  no 
doubt,  in  your  question,  at  any  rate  in  the  first 
instance,  I should  say  would  be  an  average  of  3£  to 
every  one  of  the  areas  mentioned;  that  would  mean 
another  350  or  400  permanent  clerks. 

26.408.  That  would  bring  your  150  up  to  600  per- 
sons?— Yes. 

26.409.  What  about  the  clerical  assistance?  Would 
that  be  a very  large  number  of  additional  people 
who  would  be  -part-time  people? — Those  would  vary 
in  number  according  to  the  size  of  the  area,  or  rather 
the  population  of  the  area,  and,  secondly,  the  number 
of  transactions  to  be  dealt  with.  If  I might,  give 
you  an  illustration,  I am  in  the  Liverpool  office,  and 
at  present  have  practically  charge  of  the  work  there. 
This  year  our  charges  number  some  84,000. 

26.410.  Mr.  Walker  Clark:  For  Inland  Revenue? 
— For  Income  Tax  only,  Schedules  D and  E.  I think 
I may  say  there  that  15  temporary  clerks  are  neces- 
sary for,  say,  nine  months  in  the  year,  as  there  are 
now  two  collections,  first  and  second  instalment  collec- 
tions. You  might  call  it  12  additional  ones  would 
be  required  there  for  12  months,  but  those  are  tem- 
porary ones.  They  are  doing  the  purely  mechanical 
portions  of  the  work  under  the  control  of  three. 
There  are  three  of  us  permanent  ones  there.  The 
pay,  of  course,  for  those  temporary  ones  would  not 
be  very  large;  it  is  not,  as  a matter  of  fact,  large. 

26.411.  Taking  into  account  all  the  temporary  clerks 
there  would  be  a large  number  of  persons  employed 
in  addition  to  the  600  we  have  already  got  as  perma- 
nent officials? — I think  you  might  say  again  about 
3J  times  the  permanent  'ones,  that  is  if  you  take  it 
as  an  average  throughout  the  Kingdom  and  reckon 
them  on  the  12  months’  basis  for  the  purpose  of 
getting  at  salaries— not  that  they  would  be  employed 
for  12  months  continuously. 

26.412.  If  we  take  it  at  3 that  would  be  adding 
1800  to  the  600,  and  we  have  now  got  up  to  2,500, 
which  is  a figure' very  much  nearer  the  4,500  that  we 
started  with? — Just  so,  but  the  1,800  and  600 
should  be  decreased  by  the  numbers  already  so  em- 
ployed in  the  offices  of  Collectors  of  Customs  and 
Excise,  approximately  400  and  100  respectively,  and 
the  4,500  should  be  increased  by  the  large  number  of 
temporary  clerks  employed  by  local  Collectors  in  large 
towns  whose  wages  are  paid  indirectly  by  the  Board 
of  Inland  Revenue.  The  number  of  such  temporary 
clerks  will  not,  I think,  be  less  than  2,000. 

26.413.  But  you  say  the  work  would  be  more  effi- 
ciently done? — Undoubtedly,  and  perhaps  what  mig  t 
weigh  with  the  Commission  from  numberless  express- 
ions of  opinion  by  the  public,  the  public  I think,  in 
fact  I know,  would  very  much  prefer  that  it  shorn 
be  done  by  Imperial  officials  rather  than  by  others. 

26.414.  And  you  further  advocate  quarterly  collec- 
tion?—Yes.  Of  course  if  there  is  a quarterly  collec- 
tion, that  would  be  with  a view  to  it  being  for 
benefit  of  the  public.  Taxation  is  very  high  now. 
and  it  is  likely  to  remain  high  for  very  many  yeais, 
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and  a large  number  of  the  public,  the  smaller  tax- 
payers in  particular,  who  after  all  form  the  bulk  m 
number,  find  it  very  inconvenient  to  meet  such  sums 
as  they  are  now  called  upon  to  pay  at  one  time. 

26.415.  Have  you  considered  these  figures  which  I 
think  are  about  correct?  There  are  at  present 
20  000  000  charges ; some  of  them  are  twice  on  the 
same  person  so  it  does  not  really  mean  20,000,000 
persons  that  you  have  got  to  deal  with,  but  a figure 
in  that  neighbourhood.  If  you  had  a quarterly 
collection  that  would  be  something  like  80,000,000 
receipts  to  send  out  yearly.  If  you  have  150  centres 
that  would  be  half  a million  receipts  to  be  dealt  with 
every  year  at  each  centre? — Yes. 

26.416.  You  would  require  a very  large  staff? — Of 
course  the  quarterly  collection  undoubtedly  would. 

I may  say,  we  are  not  exactly  wedded  to  this  idea, 
but  we  knew  that  this  Commission  would  be  consider- 
ing not  for  the  immediate  moment  alone,  but  for 
the  future  as  well.  Of  course  we  are  brought  into 
touch  with  the  persons  actually  paying  the  tax,  and 
we  find  there  is  a very  general  desire  for  the  quar- 
terly collection,  and  we  thought  you  might  possibly 
consider  the  matter  from  that  point  of  view. 

26  417.  Sir  \V.  Trover:  When  you  referred  to  2,460 
roughly  the  permanent  and  temporary  staff  that  was 
for the  half-yearly  collection? — That  is  so. 

26  418.  You  would  require  more  for  the  quarterly 
collection  ? — Undoubtedly.  I do  not  know  that  we 
should  require  more  for  the  permanent,  but  ceitainly 
for  the  temporary  staff. 

26  419.  Mr.  McLintock : There  was  a resolution 
that’ was  passed  by  the  officers  of  Customs  and  Esc.se 
that  the  collection  of  arrears  of  Inoome  X as  should 
be  transferred  from  the  Customs  and  Excise  Depait- 
ment? — Yes. 

26,420.  What  exactly  is  meant  by  that . — ie 
English  system  is  that  when  the  tax  has  not  been 
paid  by  a' certain  date,  generally  about  the  middle . of 
February,  the  defaulters  are  put  into  certain  lists 
termed  technically  arrear  books, 

out  to  local  officers  of  Customs  and  Excise  P“ 

not  only  in  one  branch,  hut  very  generally,  objecting 
to  having  to  do  this  Eevenue  work. 

26,431.  You  mean  they  have  not  in  the  tat  place 
been  collecting  the  tax  on  the, due  date  but  Jb en 
they  get  so  long  into  arrear  they  get  that  pait 
the  work  to  carry  out? — Yes. 


26.422.  That  does  not  apply  to  the  whole  country? 
—No,  it  does  not,  but  it  does  apply  to  the  greater 
portion  of  the  United  Kingdom. 

26.423.  It  does  not  at  all  apply  m bcotland  toi 

example? — No.  _ . . . T 

26.424.  Does  it  apply  in  parts  of  England  and  Ire- 
land?— It  does,  and  in  Wales.  . , 

26.425.  But  not  in  Ireland;  in  Ireland  it  is  .ahe 

same  man  who  collects  all  the  way  through?— The 
notices  are  sent  from  the  Collectors  of  Customs  and 
Excise  in  the  first  instance  and  they  send  the  arrear 
books  to  the  local  officers  there.  I myself  collected 
as  an  Excise  officer  in  Ireland.  . 

26  426  Your  suggestion  is  that  the  collection  or 
arrears  of  Income  Tax -should  be  transferred  to  some 
other  department,  to  what  other  department  do  you 
mean?— To  a department  to  be  constituted  for  this 
business.  In  practically  all  the  towns  of  a good  Bize 
in  the  United  Kingdom  they  have  Inland  Revenue 
staffs  at  present  for  the  purpose  of  carrying  out  the 
stamp  duties.  It  is  suggested  that  those  should  be 
annexed  to  the  Revenue  offices.  It  will  not,  I think, 
increase  the  number  of  Revenue  offices,  but  it  will 
necessarily  increase  the  staff  if  a larger  amount  of 
work  is  to  be  done  than  is  done  at  present. 

26  427  1 f the  method  of  collection  which  is  in 
force  in'  Scotland  were  to  be  applied  all  over  there 
would  be  no  occasion  for  any  transfer .— JNo. 

26  428.  You  are  only  dealing  with  the  case  of  the 
individual  Collectors  in  England  who  go  so.  far  with 
their  work  and  then  hand  it  over  to  somebody  elsef- 

T°26,429,  You  do  not  want  to  receive  that  work?— 
It  is’ the  officers  outside.  We  do  not  do  the  arrears, 
we  represent  the  clerical  staffs  who  are  confined  to 

tll06°430eSYThen  do  you  suggest  the  tax  is  in  arrear— 

when  they  have  to  ‘“ke  proceedings  to  recover^ 

That  is  so:  that  is  what  the  officers  object  to.  ihey 
have  to  carry  out  that  part  of  the  duty. 

26  431  Mr.  Kerly:  We  are  very  much  obliged  to 
you  ’ gentlemen,  and  I hope  you  will  not  imagine 
because  we  have  not  asked  you  questions Jtbout .the 
narts  of  vour  evidence-in-chief  which  seem  to  be 
quite  clear"  that  we  have  overlooked  them-  fcj  iwe 
already  been  covered  by  discussion  with  other 
witnesses  ? — Thank  you.  I should  perhaps  have  stated 
tat  of  all  that  we  applied  for  permission  of  our 
Board  to live'  evidence  here  and  the  Board  extended 
tout  but  ild  us  we  were  to  make  it  dear  that  we 

Ertt? .^fficiT^fe ^ the^Board  of 
Customs  and  Excise. 


Mb.  Ebnest  0.  Bugler,  F.O.A.,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Memorandum  on  the  doctrine  of i control  in  relation 
to  international  trade  and  Double  Income 
by  Ernest  C.  Pegler,  E.C.A. 

9R439  rC  I am  a Fellow  of  the  Institute  of 
Chartered  Accountants,  and  a member  of  the ^tan  of 
Spicer  and  Pegler,  chartered  accountants  o I Mans  on 
House  Street,  London,  E.C.  My  him  .arts  for  a 
number  of  important  companies  and  engaged 

foreign  enterprises,  particularly  in  . , , , 

taxation  matters,  and  is  continually  being  asked l to 
advise  other  professional  accountants  and  fin  clients 
from  all  parts  of  the  country  on  these ' Jhhjecte.  i 
am  joint  author  with  my  partner  Mr.  Spicei,  ° i the 
books  entitled  “ Income  Tax  in  Relation  to  Accounts, 
of  which  the  6th  edition  is  now  being  Published  an 
" Excess  Profits  Duty  ” of  which  the  5th  edition  is 
in  the  press.  I have  made  a study  of  the , subject .of 
Income-Tax  for  many  years.  I have  read  Jh?  evidence 
already  submitted  to  the  Commission  on  thm  subject 
in  particular  that  of  Sir  Frederick  \oung  S Cha  les 
McLeod,  Mr.  William  Mosenthal,  Mm  Julius  Aura 
bach,  Sir  Archibald  Williamson,  Sir  William  Vestej, 
Dr.  J.  C.  Stamp,  Mr.  0.  G.  Spry,  and  Mr  Sidney 
Young.  I do  not  propose  to  go  over  the  ground 


covered  by  these  witnesses  more  than  is  necessary  for 
my  purpose.  . 

26,433.  (2)  The  points  to  which  I desire  to  direct 
nnrliirular  attention  are  as  follows:  — 

1 (a)  The  doctrine  of  control  as  affecting  limited 

W companies  and  firms,  and  the  present  and 
prospective  effect  of  the  continuance  of 
taxation  on  the  current  basis ; 

(b)  The  origin  of  profit  arising  from  lnterna- 
^ tional  trade,  and  its  relation  to  Double 

Income  Tax ; 

(c)  The  possibility  of  fixing,  for  each  class  or 
1 sub  division  of  trade  or  business  not  wholly 

carried  on  in  the  United  Kingdom,  the 
proportion  of  the  total  profits  to  be  re- 
garded as  arising  from  that  portion  of  the 
trading  conducted  outside  the  Unite 

(d)  Proposals  for  arriving  at  the  proportion  of 

profit  to  be  regarded  as  arising  from 
trading  operations  outside  the  United 
Kingdom;  ,.  ■,  +_ 

le)  The  effect  of  such  proposals  if  applied,  to 
limited  companies  and  firms,  and  the 
measure  of  relief  afforded  to  non-resident 
shareholders  and  partners  thereunder; 
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(/)  The  effect  of  such  proposals  in  relation  to 
Double  Income  Tax ; 

( g ) The  effect  of  such  proposals,  if  applied,  on 
the  revenue,  and  on  the  general  trade  of 
the  country. 

(A)  THE  DOCTRINE  OF  CONTROL  AS  AFFECTING  LIMITED 

COMPANIES  AND  FIRMS,  AND  THE  PRESENT  AND 

PROSPECTIVE  EFFECT  OF  THE  CONTINUANCE  OF 

TAXATION  ON  THE  CURRENT  BASIS. 

26.434.  (3)  The  doctrine  of  “ control  ” has  been 
very  clearly  set  out  by  Mr.  Spry  in  his  evidence-in- 
chief  so  far  as  companies  are  concerned.  So  far  as 
partnerships  are  concerned,  he. has  admitted  that  the 
doctrine  of  control  in  the  case  of  a firm  was  unknown 
to  the  Revenue  until  1914,  and  that  in  practice  each 
case  was  and  is  considered  on  its  merits  by  the  Com- 
missioners on  appeal,  if  necessary.  It  would  also 
appear  that  the  attitude  of  the  Board  of  Inland 
Revenue  varies  according  to  the  circumstances, 
although  in  some  cases  the  non-resident  partners’ 
share  of  the  profits  of  the  firm  controlled  here  is 
either  not  assessed  to  Income  Tax,  or,  if  it  has  been 
assessed,  the  tax  is  repaid  upon  it.  Dr.  Stamp  has 
made  some  very  important  suggestions  in  paragraph 
3 of  his  evidence-in-chief,  and  in  the  course  of  his 
examination,  but  it  would  appear  that  he  foresees 
so  many  difficulties  in  practice  that  his  suggestions 
could  only  be  applied  in  Utopia,  and  consequently  he 
confines  himself  in  practice  to  suggestions  for  the 
relief  of  non-resident  shareholders.  It  would  appear, 
however,  from  the  evidence  of  these  and  other  wit- 
nesses that  some  alteration  in  the  law  is  desirable 
in  order  to  prevent  the  loss  of  revenue  and  trade 
that  will  arise  if  the  present  system  is  continued, 
and  if  companies  and  firms  hitherto  controlled  here 
remove  their  seat  of  control  elsewhere,  with  the  result 
that  the  revenue  at  present  derived  from  this  source 
will  cease  to  be  obtainable,  and  the  various  sources 
of  outside  profit  enuring  to  this  country,  by  reason 
of  such  control  being  exercised  here,  will  be  very 
seriously  diminished. 

26.435.  (4)  I do  not  agree  with  Mr.  Spry’s  conten- 
tion in  paragraph  5 of  his  evidence-in-chief  that 
“ the  suggestion  that  the  doctrine  of  control  involves 
no  hardship  upon  the  resident  shareholder — apart 
from  the  general  question  of  Double  Income  Tax — 
appears  to  be  borne  out  by  the  non-official  evidence 
which  has  been  presented  to  the  Commission.”  In 
paragraph  6 he  states,  “ it  would  appear  from  his 
evidence  that  Sir  Archibald  Williamson  is  in  agree- 
ment that,  so  far  as  concerns  the  resident  share- 
holders, the  charge  of  tax  upon  undistributed  profits, 
which  the  doctrine  of  control  entails,  does  not  act  in 
restraint  of  trade.”  [See  Questions  10,126  and 
10.127.]  It  is  clear  from  the  evidence  submitted 
by  Sir  Archibald  Williamson  and  other  witnesses 
that  where  a considerable  proportion  of  the 
profits  of  a company  are  made  outside  the  United 
Kingdom,  a marked  sense  of  grievance  exists  that 
these  profits,  whether  distributed  in  dividends  or  not, 
should  be  taxed  at  the  same  rate  as  profits  made 
within  the  United  Kingdom ; and  further,  I think 
the  evidence  also  goes  to  show  most  clearly  that  if 
the  present  policy  is  continued  not  only  will  business 
be  driven  out  of  this  country  which  has  hitherto 
been  controlled  from  here,  hut  that  new  businesses, 
that  otherwise  would  be  controlled  from  here,  will  he 
controlled  from  elsewhere. 

26.436.  (5)  The  commerce  of  this  country  has  been 
largely  built  up  by  its  foreign  trade,  and  it  is  clear 
that  if  any  system  of  taxation  is  continued  which 
tends  to  drive  away  some  material  part  of  such  trade 
as  has  hitherto  been  controlled  here,  or  to  prevent 
the  establishment  of  new  enterprises  with  their  head- 
quarters here,  the  ultimate  result  will  be  to  endanger 
the  commercial  supremacy  of  this  country,  and  the 
position  of  London  as  the  principal  mart  and  money 
market  of  the  world.  I may  add  that  the  additional 
sources  of  profit  coming  to  this  country  attached 
to  this  foreign  trade,  include  the  following:  (a) 
banking,  exchange  and  discounting  profits,  (6)  ship- 
ping and  insurance  profits,  (c)  buying  and  selling 
commissions,  ( d ) remuneration  of  employees,  directors. 


managers,  and  other  persons,  which  would  not  be 
payable  here  were  the  control  transferred  elsewhere 
and  (e)  profits  on  the  purchase  of  plant  and  goods* 
orders  for  which  might  not  he  placed  with  this 
country  were  not  the  control  exercised  here.  I may 
point  out  that  profits  from  all  these  sources,  except 
the  last,  constitute  a portion  of  our  invisible  exports 
and  as  such  play  an  important  part  in  maintaining 
the  balance  of  trade,  which  at  present  is  so  against 
this  country,  and  is  likely  to  remain  adverse  for  some 
time  to  come.  Any  variation  of  our  taxation  policy 
in  connection  with  the  doctrine  of  control  which  may 
result  in  some  immediate  loss  to  the  revenue  should 
therefore  be  considered  in  relation  to  the  ultimate 
loss  to  the  revenue  and  to  the  country  which  would 
arise : (1)  from  the  transfer  of  control  in  the  case  of 
businesses  already  controlled  here;  (2)  from  the  fact 
that  unless  some  alteration  is  made,  fresh  enterprises 
that  otherwise  would  have  been  controlled  here  will 
he  controlled  elsewhere;  (3)  from  the  diminution  of 
our  invisible  exports  as  above  mentioned,  and  (4) 
from  the  diminution  of  visible  exports.  The  ques- 
tion, therefore,  must  be  looked  at  broadly,  and  too 
short  a view  should  not  be  taken  in  estimating  the 
probable  balance  of  ultimate  loss  or  profit  to  the 
revenue  and  to  the  trade  of  the  country.  I desire 
to  make  some  comments  on  the  four  points  mentioned 
above. 

(1)  The  transfer  of  control  in  the  case  of  businesses 
already  controlled  here. 

26.437.  (6)  Mr.  Spry  in  paragraph  8 of  his 
evidence-in-chief  indicated  that  in  his  opinion  the 
principal  reason  why  those  businesses  which  have 
already  removed  their  control  from  this  country  have 
done  so,  is  “ due  more  to  the  incidence  of  the  temporary 
Excess  Profits  Duty  than  to  the  burden  of  the  Income 
Tax.”  In  paragraph  9 he  states  that  “ some  observa- 
tions made  by  non-official  witnesses  before  the  Royal 
Commission  to  the  effect  that  there  are  companies 
which  have  been  meditating  removal  and  are  await- 
ing the  result  of  the  present  enquiry  before  deciding 
upon  their  course  of  action  -do  not  appear  to  afford 
any  guidance  in  the  present  connection,  as  these 
statements  appear  to  have  been  directed  mainly  to 
the  case  of  companies  with  British  shareholders 
affected,  not  by  the  question  of  control,  but  by  the 
hardships  felt  to  arise  from  the  double  charge  of 
Income  Tax.”  I do  not  agree  that  (apart  from 
special  cases  where  there  has  been  a preponderance 
of  non-resident  shareholders)  the  control  in  the 
majority  of  cases  where  it  has  already  been  removed 
would  not  have  been  removed  had  there  been  no 
Excess  Profits  Duty,  but  merely  a rise  in  Income 
Tax  to  the  present  rate.  I have  acted  in  connection 
with  several  important  cases  of  removal  within  the 
last  few  years,  and  in  all  these  without  exception  the 
removal  would  have  taken  place  in  consequence  of 
the  rise  in  Income  Tax,  whether  or  no  Excess  Profits 
Duty  had  been  imposed.  I admit  that  the  Excess 
Profits  Duty  operated  forcibly  to  cause  such  businesses 
to  transfer  their  control  more  quickly  than  otherwise 
would  have  been  the  case,  but  I am  satisfied  from 
information  I have  received  that  they  would  have 
gone  in  any  event.  I think  it  probable  that  the  same 
argument  would  hold  in  other  cases  with  which  I 
have  not  been  personally  concerned.  I can  confirm 
the  statement  that  large  numbers  of  other  businesses 
are  contemplating  the  removal  of  their  control  from 
this  country  unless  some  substantial  relief  is  afforded 
to  them. 

(2)  New  enterprises  controlled  elsewhere. 

26.438.  (7)  From  enquiry  in  various  quarters  I 
have  been  able  to  confirm  the  statement  that  unless 
some  alteration  is  made  in  our  present  taxation 
policy  fresh  enterprises  that  otherwise  would  have 
been  controlled  here  will  be  controlled  elsewhere.  I 
am  informed  by  someone  closely  connected  with  South 
American  trade  that  some  fresh  enterprises  with 
which  he  is  connected  have  already  been  registered 
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as  South  American  companies,  on  account  of  the  high 
rate  of  tax  in  this  country,  which  otherwise  would 
have  been  registered  as  British  companies.  This 
applies  especially  to  companies  where  non-residents 
propose  to  turn  their  businesses  into  limited  com- 
panies. In  the  pre-war  days,  it  was  customary  for 
such  a business  to  be  converted  into  a British  limited 
company  controlled  from  here,  capital  being  raised 
here  to  a large  extent,  the  non-resident  owner  receiv- 
ing as  part  of  his  consideration,  a considerable  number 
of  fully-paid  shares.  This  cannot  now  be  done  since 
the  non-resident  refuses  to  be  burdened  with  what 
he  considers  to  be  a penalizing  Income  Tax.  It 
should  also  be  noted  that  whereas  formerly  it  was 
cheaper  and  easier  to  raise  money  in  London,  so  much 
money  has  been  made  by  other  countries  in  con- 
sequence of  the  war  that  capital  can  very  often  be 
raised  there  on  terms  not  much  less  favourable  than 
in  London.  If  this  tendency  is  accelerated  by  our 
taxation  policy,  it  would  deprive  this  country  of  th<> 
benefits  that  would  otherwise  have  been  obtained  had 
the  control  been  placed  here. 

(3)  The  diminution  of  our  invisible  exports. 

26.439.  (8)  I have  discussed  this  subject  with  pro- 
minent merchant  bankers  and  directors  or  partners  of 
large  companies  or  firms  interested  in  shipping,  insur- 
ance and  other  businesses  connected  with  international 
trade.  All  these  individuals  from  their  own  know- 
ledge confirm  my  view  that  if  the  control  of  business 
is  transferred  from  this  country  a large  measure  of 
invisible  exports  will  be  lost  to  this  country.  It  may 
not  be  commonly  realized  that  the  control  of  business 
here  operates  to  give  a large  measure  of  what  may 
be  termed  “ automatic  preference  ” to  this  country, 
altogether  apart  from  ihe  question  of  price  or  rate. 
I propose  to  make,  as  briefly  as  possible,  a few  com- 
ments on  the  various  points  at  issue  which  will 
illustrate  this. 

(a)  Banking,  exchange,  and  discounting  profits. 

26.440.  (9)  It  is  common  knowledge  that  in  pre-war 
years  Lbndon  was  the  principal  money  market  of  the 
world,  and  that  a large  proportion  of  international 
trade,  not  only  between  this  country  and  abroad,  but 
between  foreign  countries,  was  financed  through 
London.  This  still  holds  good  to  a great  extent,  but 
owing  to  the  way  in  which,  at  present,  various  ex- 
changes are  so  unfavourable  to  this  country,  severe 
competition  is  being  experienced.  I am  informed  by 
a well-known  merchant  banker  that  many  of  his  foreign 
and  American  clients  are  now  using  American  dollar 
credits,  while  others  are  continually  asking  him  to 
cpen  dollar  credits  for  the  purpose  of  financing  their 
international  trade,  whereas  formerly  the  credits  were 
always  opened  in  sterling.  The  dollar  credit  is  also 
finding  considerable  favour  in  other  countries  which 
formerly  looked  to  London  for  facilities.  Although 
no  doubt  this  tendency  is  mainly  due  to  the  effects  of 
the  war,  my  informant  is  of  opinion  that  the  transfer 
of  control  of  businesses  from  this  country  will 
accelerate  this  process,  particularly  haviug  regard  to 
the  probable  diminution  of  visible  exports  referred 
to  in  paragraph  13  below,  which  would  to  that  extent 
destroy  the  “ automatic  preference  ” hitherto  enjoyed 
by  banking  and  financial  houses  here. 

(b)  Shipping  and  insurance  profits. 

26.441.  (10)  "Automatic  preference”  applies 
similarly  to  this  class  of  profit,  and  I am  assured 
on  good  authority  that  a corresponding  loss  will  be 
sustained  once  control  has  been  removed.  The  direct- 
ing heads  of  the  business  are  no  longer  in  close  touch 
with  shipping  companies  and  insurance  brokers,  in 
the  same  way  as  they  would  be  if  they  remained  in 
this  country,  and  apart  from  competitive  rates  there 
is  not  the  same  inducement  to  employ  them.  Where, 
for  instance,  the  control  is  transferred  to  (say)  Chile, 
it  is  just  as  easy,  if  not  easier,  to  arrange  for  freight 
and  insurance  through  the  United  States  as  through 
London.  Connections  would  be  formed  with  the 
United  States  and  other  foreign  countries  which 
would  net  bo  formed  except  in  a minor  degree  were 
the  control  maintained  in  the  United.  Kingdom. 


(<’)  Buying  and  selling  commissions. 

26.442.  (11)  Large  profits  are  earned  by  firms  and 
companies  who  buy  and  sell  on  commission  for  th® 
purpose  of  international  trade.  Orders  are  placed 
with  these  firms  by  other  companies  and  firms  con- 
trolled here,  in  large  measure  because  the  principals 
come  into  touch  with  one  another  and  the  require- 
ments of  the  purchaser  or  seller  are  well  known  to  the 
commission  house.  I am  told  by  representative 
people  in  this  class  of  business  that  if  the  control  of 
businesses  were  removed  abroad,  a large  part  of  the 
buying  and  selling  commissions  they  have  hitherto 
enjoyed  from  these  sources,  due  to  " automatic  pre- 
ference,” will  be  Beriously  affected. 

(d)  Remuneration  of  employees,  directors,  c be. 

26.443.  (12)  Remuneration  payable  here  to  such 
persons  is  of  course  assessable  to  Income  Tax  on  the 
individuals  concerned  and  if  the  control  is  removed, 
this  source  of  revenue  will  be  lost,  and  to  some  ex- 
tent unemployment  may  be  caused. 

(4)  The  diminution  of  our  visible  exports  of  plant 
and  goods. 

26.444.  (13)  Large  orders  for  plant  and  goods  are 
placed  in  this  country  by  companies  and  Urms  con- 
trolled here,  for  the  use  of  their  foreign  or  colonial 
establishments,  or  for  re-sale  abroad,  and  I suggest 
that  some  material  part  of  this  trade  now  due  to 
“ automatic  preference,”  will  be  lost  to  this  country 
if  the  control  of  such  businesses  is  transferred  else- 
w'here.  I am  aware  that  in  cases  where  large 
quantities  of  one  type  of  goods  or  large  installations 
of  plant  are  being  ordered,  it  was  the  custom  to 
obtain  quotations  irom  other  countries,  as  well  as 
from  this  country,  and  that  in  many  cases  the  order 
was  given  abroad  where  it  was  thought  to  be  good 
business  policy  to  do  so.  No  doubt  the  same  con- 
ditions will  continue  in  the  future,  but  I would  point 
out  that  where  the  buying  organisation  ‘ of  a British 
controlled  company  is  centred  here,  a 'arge  propor- 
tion of  the  orders  are,  as  a matter  of  fact,  placed  in 
this  country  without  any  attempt  to  obtain  alter- 
native quotations  from  other  countries,  and  this 
particularly  applies  to  miscellaneous  orders  in 
moderate  quantities,  repeat  orders  and  renewals  of 
plant  and  machinery.  The  buying  organisation  of 
the  company  is  centred  here;  they  are  in  touch  on 
the  telephone  with  their  principal  suppliers,  whom 
they  know,  and  with  whom  they  have  been 
accustomed  to  deal;  these  suppliers  send  their 
travellers  to  the  company’s  offices  for  the  purpose 
of  soliciting  orders  or  talcing  orders,  and  being  on 
the  spot  any  difficulties  or  mistakes  can  be  quickly 
remedied.  For  this  reason,  the  company  does  not 
dream  of  obtaining  quotations  elsewhere,  unless  the 
amount  involved  in  any  particular  order  is  of  ex- 
ceptional magnitude  or  for  other  special  reasons.  I 
am  informed  on  the  same  authority  that  if  the  control 
of  such  a company  were  transferred  abroad,  there 
would  not  be  the  same  inducement  to  continue  placing 
orders  iu  this  country,  and  that  they  would  not  be 
placed  in  this  country  to  anything  like  the  same 
extent,  and  I have  confirmed  this  view  in  other 
quarters.  On  the  question  of  large  installations  of 
plant,  or  the  building  of  ships,  I am  informed  that  in 
the  ordinary  way  where  the  business  is  controlled 
here,  preference  is  given  up  to  10  per  cent,  or  15  per 
cent,  in  the  price  to  British  makers,  simply  and  solely 
for  the  reason  that  apart  from  the  question  of 
quality  or  special  experience,  the  fact  that  engineers 
or  ship  surveyors  known  to  the  buying  company  can 
be  instructed  to  report  on  the  manufacture  of  the 
plant  or  the  building  of  the  ship,  and  that  mistakes 
or  bad  material  can  be  remedied  on  the  spot,  has  an 
important  influence  in  inducing  the  placing  of  orders 
ia  this  country.  Such  inducement  would  be  lost  if 
the  control  of  the  buying  company  were  transferred 
abroad,  since  then  in  any  case,  supervision  would 
have  to  be  exercised  from  a distance,  and  this 
country  would  rw>  longer  enjoy  any  benefit  from 
“ automatic  preference.”  Further,  American,  Ger- 
man and  other  commercial  travellers  are  much  more 
active  and  enterprising  in  foreign  countries  than 


1308 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


3rd  December , 1919.]  Mr.  Ernest  C.  Pegler.  [ Continued 


British  commercial  travellers,  and  frequently  receive 
greater  support  and  encouragement  from  their  re- 
spective Governments  than  the  British  Government 
has  hitherto  seen  fit  to  afford  to  representatives  of 
British  houses. 

(B)  The  origin  of  profit  arising  from  international 

TRADE,  AND  ITS  RELATION  TO  DOUBLE  INCOME  TAX. 

26.445.  (14)  It  would  appear  from  the  evidence 
already  tendered  that  there  are  two  main  schools  of 
thought  as  to  the  location  of  the  origin  of  profit, 
the  first  being  that  the  origin  of  profit  should  be  attri- 
buted to  that  country  where  the  goods  are  produced, 
and  the  second  being  that  the  origin  of  profit  should 
be  attributed  to  that  country  where  the  goo.iS 
are  sold.  These  are  clearly  conflicting  views,  and  it 
is  important  to  arrive  at  some  formula  which  will 
command  a general  measure  of  acceptance. 

26.446.  (15)  In  order  to  obtain  a simple  view  of 
the  matter,  let  it  be  assumed  that  England  represents 
the  world,  and  that  each  county  has  a separate  system 
of  taxation,  London  being  a county  by  itself.  _X. 
has  an  apple  orchard  in  Surrey,  and  sells  his  apples 
in  Surrey, — the  whole  of  his  profit  from  that  source 
is  clearly  made  in  Surrey,  and  is  taxable  by  Surrey. 
If,  however,  X.  finds  it  more  convenient  to  have  an 
office  in  London,  and  sends  his  apples  to  be  sold  in 
London,  does  he  make  his  profit  in  Surrey  or  in 
London?  I suggest  the  answer  is  that  he  makes  his 
profit  partly  in  one  place  and  partly  in  the  other,  and 
that  on  an  equitable  adjustment  of  taxation  between 
the  two  districts,  part  of  his  profits  would  be  taxed 
in  Surrey  and  the  remainder  in  London.  To  carry 
the  illustration  a step  further,  assume  that  X.  has 
fruit  farms  in  Surrey,  Devonshire  and  Leicestershire, 
a cider  factory  at  Bristol,  and  a jam  factory  at 
Liverpool,  but  finds  it  convenient  to  control  the  whole 
of  his  business  operations  from  London.  Part  of  the 
produce  is  brought  up  to  London  for  sale,  but  some 
of  the  apples  from  Devonshire  are  sent  to  Bristol  and 
there  converted  into  cider.  The  cider  is  then  sold 
partly  at  Bristol  and  partly  in  other  counties.  He 
also  sends  fruit  from  Leicestershire  to  Liverpool  to 
be  made  into  jam  at  his  factory  there,  which  is 
subsequently  sold  as  to  part  in  London  and  the  re- 
mainder in  various  parts  of  the  country.  Because  he 
controls  the  whole  of  this  multifarious  business  from 
London,  London  contends  that  it  is  entitled  to  tax 
the  whole  of  his  profits  at  the  full  rate,  irrespective 
of  where  they  are  made,  and  does  so.  The  other 
counties  do  not  share  this  view,  and  consider  that 
where  the  various  farms  and  factories  are  located  in 
their  districts,  they  are  entitled  to  tax  the  profits 
arising  therefrom,  and  tax  them  accordingly.  Is  it 
not  possible  that,  in  order  to  avoid  double  taxation, 
X.  might  move  his  control  from  London  and  locate  it 
ir.  the  different  districts  where  his  operations  are 
carried  on. 

26.447.  (16)  Assuming  that  each  county  in  those 
circumstances  represents  a British  Colony  or  a foreign 
country,  and  that  London  represents  England,  the 
problem  of  double  taxation  is  at  once  apparent,  and 
this  in  fact  is  the  position  in  the  world  at  the  present 
time.  This  country  has,  in  the  past,  been  able  to  tax 
the  whole  profits  of  the  businesses  controlled  here  at 
the  highest  rate,  notwithstanding  the  fact  that  a 
large  part  of  these  profits  may  have  been  made  out- 
side the  United  Kingdom.  This  was  immaterial  while 
the  tax  was  low,  and  when  other  countries  had  no 
Income  Tax,  but  now  that  our  Colonies,  the  United 
States,  and  other  important  countries,  have  either 
instituted  Income  Tax  systems  or  are  contemplating 
the  same,  the  problem  becomes  one  of  the  utmost  im- 
portance, and  it  is  not  reasonable  to  assume  that  this 
country  can  maintain  the  attitude  which  she  has 
hitherto  adopted.  In  consequence  of  the  war,  and  the 
social  and  economic  conditions  created  by  it,  there 
are.  and  will  continue  to  be,  great  demands  on  the 
taxable  resources  of  every  country,  and  it  is  plain  that 
the  question  as  to  which  countries  are  entitled  to  tax 
the  profits  of  international  trade,  and  to  what  extent, 
is  becoming  one  of  the  greatest  urgency.  In  other 
words  we  see  eroine:  on  now  what  is  in  effect,  an  inter- 
national scramble  to  tax  international  profits, 


26.448.  (17)  In  my  opinion,  where  goods  are  pro- 
duced in  one  country  and  sold  in  another,  it  cannot 
be  said  that  the  origin  of  profit  is  wholly  in  the 
country  where  the  goods  are  produced  on  the  one 
hand,  or  wholly  where  the  goods  are  sold  on  the 
other,  but  that  some  portion  of  profit  should  be 
attached  to  the  country  in  which  each  transaction 
takes  place.  It  is  clear  that  no  profit  can  arise  in 
the  first  instance  unless  the  goods  are  produced,  and 
it  is  equally  clear  that  no  profit  can  arise  unless  those 
goods  are  sold.  The  problem  of  international  trade 
however,  does  not  consist  merely  of  the  production 
of  goods  in  one  country  and  their  sale  in  another 
but  taking  this  aspect  by  itself  a further  complication 
arises  from  the  fact  that  in  many  cases  of  world- 
wide businesses  controlled  from  here,  operations  of 
the  greatest  magnitude  are  carried  out  from  here 
between  two  or  more  foreign  countries.  For  instance 
a firm  operating  here  may  buy  large  quantities  of 
coffee  in  Brazil,  and  ship  it  to  France  and  other 
foreign  countries,  without  any  portion  of  the  coffee 
coming  to  the  United  Kingdom  at  all;  or,  to  take 
another  case,  a mining  company  controlled  from  here 
may  ship  ore  from  Australia,  and  sell  it  in  the  United 
States  or  other  countries.  In  such  cases,  I suggest 
that  the  profit  is  divisible  in  the  first  place  into 
three  portions:  (1)  attributable  to  the  country  of 
origin,  (2)  attributable  to  the  country  of  sale,  and 
(3)  attributable  to  the  country  where  the  control  is 
exercised,  and  from  which  the  operation  is  carried 
through.  Notwithstanding  this,  in  all  cases  the  profits 
of  international  trade,  so  far  as  we  are  concerned, 
may  be  divided  into  two  portions : (1)  profits  made 
within  the  United  Kingdom,  and  (2)  profits  made 
outside  the  United  Kingdom.  If  this  principle  be 
admitted,  it  becomes  necessary  to  arrive  at  some 
formula  for  apportioning  the  profits,  and  I put  for- 
ward the  following  suggestions  accordingly. 

(C)  The  possibility  of  fixing,  for  each  class  or 
SUB-DIVISION  OF  TRADE  OR  BUSINESS  NOT  WHOLLY 
CARRIED  ON  IN  THE  UNITED  KINGDOM,  THE  PRO- 
PORTION OF  THE  TOTAL  PROFITS  TO  BE  REGARDED  AS 
ARISING  FROM  THAT  PORTION  OF  THE  TRADING  CON- 
DUCTED OUTSIDE  THE  UNITED  KINGDOM. 

26.449.  (18)  I suggest  the  setting  up  of  a Board 
of  Referees  (similar  to  those  already  provided  by 
the  Income  Tax  Acts  for  certain  limited  purposes) 
to  hear  evidence  from  each  class  of  trade  or  business 
not  wholly  carried  on  in  the  United  Kingdom,  for 
the  purpose  of  ascertaining  on  the  evidence  sub- 
mitted, the  proper  proportion  of  the  total  profits  for 
that  class  of  trade  or  business  which  is  to  be  regarded 
as  arising  from  that  portion  of  the  trading  operations 
conducted  outside  the  United  Kingdom.  In  cases 
where  the  principal  fixed  assets  are  situated  abroad, 
as  for  instance  a nitrate  company,  with  grounds  in 
Chile,  I consider  that  reference  might  be  had  to  the 
proportion  of  the  total  assets  which  is  sunk  in  fixed 
assets  located  abroad,  and  which  for  the  sake  of 
convenience  I will  term  “ capital  domiciled  abroad.” 
In  the  case  of  a nitrate  ground,  operated  by  a 
British  company  the  control  and  part  of  the  manage- 
ment of  which  is  exercised  here,  and  the  capital  for 
which  was  raised  in  the  first  instance  in  the  United 
Kingdom,  it  would  be  quite  possible  to  discriminate 
between  that  portion  of  the  “ capital  domiciled 
abroad”  and  the  remainder.  I attach  great  im- 
portance to  this  discrimination,  because  in  the  case 
of  a company  of  this  nature  controlled  from  the 
United  Kingdom  it  is  clear  that  if  any  question  of 
changing  the  location  of  control  and  management 
arises,  the  change  would  in  most  cases  automatically 
be  made  to  the  country  where  the  fixed  capital  is 
domiciled. 

26.450.  (19)  Further,  in  considering  the  taxability 
of  income  derived  from  capital  of  this  character,  it 
should  be  remembered  that  this  country  cannot  give 
so  full  a measure  of  protection  to  such  portion  of 
the  capital  .as  if  this  capital  had  been  invested  in 
fixed  assets  in  this  country.  The  fact  that  the  British 
Government  has  been  quite  unable  to  afford  any 
protection  to  the  property  of  British  companies  own- 
ing mines  or  similar  fixed  assets  in  Russia  is  an 
illustration  in  point,  and  Mexico  affords  another 
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instance  of  the  same  character.  Primd  facie,  there- 
fore it  is  not  reasonable  to  say  that  this  country 
should  be  entitled  to  tax  the  profits  derived  from 
Buch  capital  on  the  same  basis  as  it  taxes  profits 
derived  from  fixed  capital  in  this  country.  I sug- 
gest therefore,  discriminating  between  the  taxability 
of  profits  derived  from  “ capital  domiciled  abroad  ” 
and  profits  . derived  from  the  balance  of  “ free 
capital,”  in  the  case  of  businesses  controlled  here. 

It  has  been  suggested  that  in  so  far  as  profits  .are 
attributable  to  “ capital  domiciled  abroad  ” this 
country  should  forgo  all  right  of  taxation,  but  I 
cannot  agree  with  this  point  of  view.  In  the  first 
place,  assuming  capital  has  been  originally  raised 
here,  the  company  as  a whole  has  derived  some  benefit 
from  that  operation,  and,  secondly,  the  fact  that 
the  control  and  management  to  some  extent  rests 
here  is  presumably  of  some  advantage  to  the  company 
as  a whole.  I think,  therefore,  that  some  proportion 
of  the  profits  fixed  by  reference  to  the  “ capital 
domiciled  abroad  ” should  bear  some  share  of  British 
taxation,  but  I suggest  that  a lower  rate  should  be 
charged  in  respect  of  such  portion  of  the  profits— 
possibly  oue-quarter  or  one-third  of  the  highest 
British  rate.  This  would  be  a fair  charge  to  make 
for  the  benefits  derived  by  such  proportion  of  the 
profits  in  consequence  of  the  fact  that  the  capital 
has  been  raised  here  or  is  controlled  here,  and  that 
some  part  of  the  control  and  management  of  the 
business  as  a whole  is  in  this  country.  Such  lower 
rate  of  tax  should  be  adjusted  automatically  in  rela- 
tion to  any  Tise  or  fall  in  the  highest  British  rate. 

(D)  Proposals  for  arriving  at  the  proportion  of 

PROFIT  TO  BE  REGARDED  AS  ARISING  FROM  TRADING 

OPERATIONS  OUTSIDE  THE  UNITED  KINGDOM. 

26,451.  (20)  I appreciate  the  very  grave  difficulties 
in  arriving  at  any  allocation  of  profits  on  this  basis, 
but  it  appears  to  me  that  a practicable  solution  can 
be  found.  Under  the  Excess  Profits  Duty  Act,  a 
Board  of  Referees  was  constituted  for  the  purpose 
(among  other  duties)  of  determining  any  increase  in 
the  statutory  percentage  which  should  be  applicable 
to  various  classes  of  trades  or  businesses,  in  conse- 
quence of  additional  risks  to  capital  or  otherwise  to 
which  such  businesses  may  be  subject.  The  Board  of 
Referees  has  made  numerous  brders  fixing  increases 
in  the  statutory  percentage,  and  I have  had  a good 
deal  of  experience  in  connection  with  applications 
of  this  nature.  No  insuperable  difficulty  has  been 
found  in  practice  in  determining  the  various  classes 
of  trades  or  businesses  concerned,  and  although  as 
between  one  business  or  another  in  the  same  class  the 
increased  rate  granted  may  be  said  to  be  inequitable 
in  some  individual  cases,  that  is  an  incident  which 
cannot  be  avoided  in  dealing  with  matters  of  this 
kind.  It  would  seem  to  me,  therefore,  that  there 
should  be  no  difficulty  in  arranging  that  all  businesses 
where  part  of  the  trading  operations  are  carried  on 
outside  the  United  Kingdom  should  be  required  to 
make  an  application  to  a Board  of  Referees  for  the 
purpose  above  mentioned. 

26,452.  (21)  It  is  not  necessary  for  me  to  indicate 
the  manner  in  which  these  apportionments  should  be 
determined,  as  I think  it  will  be  evident  both  to  those 
members  of  the  present  Commission  who  have  acted 
in  the  capacity  of  members  of  the  Board  of  Referees 
for  Excess  Profits  Duty,  and  to  the  Revenue  repre- 
sentatives. It  would  be  possible  for  a Board  of 
Referees  to  arrive  at  a basis  of  apportionment,  on 
evidence  produced  by  each  trade  group  in  question, 
in  a similar  manner  to  that  in  which  applications 
have  already  been  dealt  with.  The  factor  of  “ capital 
domiciled  abroad  ” has  already  been  dealt  with,  but 
in  the  case  of  merchanting  businesses,  where  the  pro- 
portion of  such  capital  is  comparatively  small  or  wholly 
absent,  other  factors  would  have  to  be  taken  into 
account,  and  the  principal  one  to  be  considered  would 
probably  be  the  turnover  of  trade  done  in  each 
country.  Shipping  and  foreign  banking  present 
special  problems  of  difficulty,  but  I do  not  think  these 
are  incapable  of  solution.  In  all  cases,  consideration 
would  have  to  be  given  to  the  proportion  of  stock, 
book  debts,  and  other  liquid  assets  held  abroad.  The 
fact  that  the  Board  of  Referees  under  the  Excess 
Profits  Duty  Act  has  been  able  to  formulate,  in 


practice,  methods  of  determining  the  appropriate 
rate  of  increase  in  the  statutory  percentage  in  such 
an  equitable  way  as  between  such  varied  trade  groups 
makes  me  feel  confident  that  the  difficulties  arising 
in  connection  with  the  apportionment  of  profits 
derived  from  international  trade,  could  be  overcome 
successfully  in  a similar  manner.  Let  it  be  assumed 
that  in  a certain  uade  group  it  is  found  on  evidence 
submitted  to  a Board  of  Referees  that  the  proportions 
of  profits  arising  from  trade  carried  on  outside  the 
United  Kingdom  and  within  the  United  Kingdom  are 
one-third  and  two-thirds  respectively.  Once  this  has 
been  determined,  the  whole  profits  of  all  the  businesses 
comprised  in  tha~  group  should  be  divisible  in  the 
.same  proportions,  and  the  amount  of  each  company  s 
or  firm’s  profits  attributable  to  trade  tarried  on  out- 
side the  United  Kingdom  should  be  taxed  at  the 
lower  rate,  while  the  proportion  attributable  to  trade 
carried  on  within  the  United  Kingdom  should  te 
taxed  at  the  higher  rate.  The  proportion  so  fixed 
should  apply  for  a definite  term  of  years  (say,  three  or 
five),  and  then  b«  subject  to  revision,  having  regard 
to  altered  conditions,  on  the  application  either  of  the 
trade  group  concerned  or  the  Inland  Revenue 
authorities. 

(E)  The  effect  of  such  proposals,  if  applied,  to 

LIMITED  COMPANIES  AND  FIRMS,  AND  THE  MEASURE 

OF  RELIEF  AFFORDED  TO  NON-RESIDENT  SHARE- 
HOLDERS AND  PARTNER8  THEREUNDER. 

26,453.  (22)  Assuming  this  principle  be  admitted, 
a business  of  this  i ature  would  then  be  assessed  on  a 
portion  of  its  profits  at  the  lower  rate  and  a portion 
of  its  profits  at  the  higher  rate.  In  the  case  of  com- 
panies, statutory  power  could  be  given  under  which 
the  company  could  legally  appropriate  the  relief 
afforded  for  the  benefit  of  the  non-iesident  share- 
holders. If  the  amount  of  relief  were  in  excess  of 
the  appropriate  relief  on  the  dividends  payable  to 
such  non-resident  shareholders,  the  balance  of  the 
relief  would  fall  to  the  benefit  of  the  resident  share- 
holders. If  the  relief  were  not  sufficient  to  discharge 
the  non-resident  sliareholders  wholly  from  liability  to 
British  Income  Tax  in  excess  of  the  lower  rate  appli- 
cable to  them,  then  the  whole  amount  of  the  relief 
could  be  applied  to  them.  I think  that  although 
statutory  power  should  be  given  to  enable  companies 
to  appropriate  this  relief  to  their  non-iesident  share- 
holders, the  question  as  to  whether  the  relief  should 
be  appropriated  in  this  way,  or  otherwise,  might  be 
left  to  the  discretion  of  the  companies  concerned. 
On  the  other  hand,  it  might  be  thought  desirable  to 
make  the  appropriation  of  relief  to  non-resident 
shareholders  a statutory  obligation. 

26.454.  (23)  The  effect  of  this  suggestion  would  be 
to  overcome  the  difficulties  indicated  by  Mr.  Spry 
that  would  arise  in  practice  in  granting  relief  to 
non-resident  shareliolders  on  the  basis  put  forward  by 
him,  and  would  leave  these  difficulties  to  be  dealt 
with  entirely  by  the  company  itself  as  a domestic 
concern.  It  would  prevent  any  possibility  of  evasion 
either  by  arrangements  being  made  for  shares  to  be 
held  by  non-resident  shareholders  as  nominees  for 
resident  shareholders,  or  otherwise,  and  would,  in 
fact,  avoid  all  the  difficulties  from  the  Revenue  point 
of  view  which  any  other  system  of  relief  to  non- 
resident shareholders  would  involve. 

26.455.  (24)  I am  aware  that  this  suggestion  goes 
beyond  the  suggestion  to  give  relief  to  non-resident 
shareholders  only  on  the  dividends  they  receive, 
inasmuch  as  in  many  cases  it  will  operate  for  the 
benefit  of  resident)  shareholders,  and  must  certainly 
do  so  to  the  full  extent  in  all  cases  where  there  are  no 
non-resident  shareholders.  To  this  extent,  therefore, 
this  proposal  involves  a larger  loss  of  l evenue  in  the 
first  place  than  any  mere  measure  of  relief  to  non- 
resident shareholders,  but  I think  that  the  question 
should  be  considered  in  its  broadest  aspect,  not  only 
from  the  point  pf  view  of  any  immediate  and 
temporary  loss  of  revenue,  but  also  from  the  wider 
point  of  view  of  encouraging  the  control  of  foreign 
enterprises  from  this  country  to  the  fullest  possible 
extent,  thereby  increasing  the  taxable  income  from 
that  source  and  from  all  the  other  outside  sources 
indicated  above  that  would  follow  as  a natural 
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corollary.  I do  not  think  that  the  suggestion  of 
giving  relief  to  the  non-resident  shareholder  is 
prompted  by  any  particular  tenderness  for  that  indi- 
vidual, but  has  merely  been  put  forward  owing  to  the 
fact  that  the  non-resident  shareholder  is  frequently  in 
a position  to  look  after  himself,  and  in  a good  many 
cases,  unless  some  relief  is  granted,  he  will,  if  he  has 
the  power,  endeavour  to  remove  the  control  of  the 
business  from  this  country.  It  is  not  probable  that, 
in  the  future,  many  large  concerns  will  be  placed 
under  control  from  here,  without  some  considerable 
colonial  or  foreign  interests  being  retained,  and  either 
these  interests  must  be  treated  reasonably  in  the 
matter  of  taxation,  or  they  will  not  consent  to  place 
their  property  under  control  here  at  all. 

26.456.  (25)  I suggest  that  firms  conducting  inter- 
national businesses  from  this  country  should  have  the 
same  right  of  application  to  a Board  of  Referees  in 
common  with  companies,  in  the  same  trade  group, 
and  the  procedure  to  be  followed  in  their  case  would 
be  similar.  Such  firms  could  then  appropriate  such 
measure  of  relief  as  is  granted  to  their  non-resident 
partners,  such  non-resident  partners  being  treated  in 
the  same  manner  as  non-resident  shareholders  in  the 
case  of  a company.  It  is  frequently  the  practice  .at 

- present  not  to  assess  such  proportion  of  the  profits 
of  these  firms  as  is  applicable  to  the  non-re6ident 
partners,  and  in  this  particular  case  the  loss  to  the 
revenue,  if  any.  would  be  reduced  accordingly.  The 
application  of  this  principle  to  firms  would  encourage 
them  to  continue  the  control  and  management  here. 
The  risk  that  such  firms  may  transfer  their  business 
abroad  is  clearly  shown  by  the  evidence  of  Sir  William 
Vestev  and  other  witnesses. 

(F)  The  effect  of  such  proposals  in  relation  to 
Double  Income  Tax. 

26.457.  (26)  A great  deal  of  evidence  has  been  given 
on  the  question  of  Double  Income  Tax,  both  as  regards 
the  British  Colonies  and  Dominions,  and  foreign 
countries.  It  would  appear  that  some  measure  of 
relief  must  be  granted,  but  I do  not  propose  to  discuss 
this  question  except  in  so  far  as  it  is  related  to  inter- 
national trade.  If  the  proposals  I have  suggested 
were  adopted  in  the  case  of  businesses  part  of  the 
trading  operations  of  which  are  carried  on  outside 
the  United  Kingdom,  I suggest  that  no  relief  be 
granted  in  respect  of  Double  Income  Tax  in  cases 
where  the  relief  granted  under  my  proposals  amounts 
to  more  than  the  relief  that  would  be  granted  under 
any  proposals  in  connection  with  Double  Income  Tax. 
In  the  case  of  a company,  any  relief  afforded  under 
these  proposals  to  non-resident  shareholders  might  be 
adjusted  by  the  company  itself  so  as  to  charge  the 
non-resident  shareholders  with  their  appropriate  pro- 
portion of  any  colonial  or  foreign  Income  Tax  borne 
by  the  company  in  respect  of  profits  arising  in  their 
country  of  origin,  but  this  is  a domestic  matter  as 
between  the  company  and  the  shareholders.  Similar 
remarks  would  apply  to  firms.  Where  the  relief 
afforded  under  my  proposals  is  less  than  the  relief 
that  would  be  afforded  under  any  general  proposals  for 
the  adjustment  of  Double  Income  Tax,  then  I suggest 
that  the  company  or  firm  should  be  entitled  to  claim 
so  much  of  that  Double  Income  Tax  relief  as  is  not 
already  covered  by  the  relief  under  these  proposals. 
This  would  overcome,  so  far  as  businesses  of  this 
nature  are  concerned,  many  of  the  difficulties-  which 
attach  to  any  suggestions  for  the  relief  of  Double 
Income  Tax  and  would  automatically  solve  the  prob- 
lem to  that  extent.  I may  add  that  in  my  opinion 
no  distinction  should  be  made  in  these  cases  between 


businesses  the  trading  operatipns  of  which  are  partly 
carried  on  in  British  Colonies  or  Dominions  or  in 
foreign  countries  respectively,  except  in  so  far  as  it 
is  desired,  for  political  or  other  reasons,  to  give  any 
preference  to'  businesses  comprised  in  the  former  class 

(G)  The  effect  of  such  proposals,  if  applied  to 

the  revenue,  and  to  the  general  trade  of  the 

COUNTRY. 

26.458.  (27)  Mr.  Spry  has  attached  an  annexe  to 
his  evidence-in-chief,  giving  an  estimate  of  the  aggre- 
gate taxable  profits  for  1919-20,  in  respect  of  concerns 
trading  wholly  or  mainly  abroad,  to  indicate  the 
effect  of  granting  relief  to  non-resident  shareholders 
on  the  lines  suggested  by  him.  I attach  an  annexe 
to  this  memorandum,  showing  the  comparative  effect 
of  the  proposals  now  made,  with  those  shown  by  him, 
assuming  that  the  various  percentages  of  foreign 
profits  fixed  by  a Board  of  Referees  average  thirty- 
three  and  one-third  per  cent,  for  all  trade  groups.  It 
will  be  seen  that  the  present  additional  loss  to  the 
revenue  is  there  estimated  at  £4,200,000  per  annum 
if  the  lower  rate  of  tax  were  taken  at  Is.  6d.,  while 
it  would  amount  to  £3,733,334  per  annum  if  the  rate 
were  taken  at  2s.  In  either  case,  the  amount  is 
relatively  small  having  regard  to  the  large  interests 
at  stake,  and  to  the  compensating  factors  referred 
to  in  the  note  to  the  annexe. 

26.459.  (28)  Perhaps  I may  remark  here  that  it  has 
not  been  possible  to  deal  in  this  memorandum  with 
the  converse  position  of  international  trade  as  re- 
flected by  our  imports  from  the  Colonies  and  foreign 
countries,  involving  the  questions  of  agency  and  the 
control  of  business  in  this  country  by  persons  abroad, 
as  I have  not  conceived  this  branch  of  the  subject 
to  be  within  the  limits  indicated  by  the  title  chosen. 

26.460.  (29)  The  main  conclusions  I have  reached 
on  this  matter  as  a result  of  considerable  experience 
and  thought,  may  be  summarized  as  follows : — 

(1)  that  our  present  application  of  the  doctrine 

of  control,  if  persisted  in,  will  inevitably 
drive  business  away  from  this  country  and 
prevent  new  business  coming  here; 

(2)  that  we  should  do  everything  in  our  power 

to  encourage  the  control  of  businesses  from 
this  country,  thus  reaping  the  actual  and 
concomitant  advantages  that  accrue  there- 
from, so  far  as  is  compatible  with  justice 
and  equity  to  the  general  body  of  tax- 
payers, and  with  due  regard  to  the  financial 
necessities  of  the  country ; 

(3)  that  in  so  doing  the  particular  sense  of 

grievance  or  hardship  that  undoubtedly 
exists  will  be  largely  removed; 

(4)  that  ultimately,  and  sooner  rather  than  later, 

the  revenue  will  gain  on  balance,  while  the 
general  trade  of  the  country  will  be  greatly 
benefited ; 

(5)  that  by  encouraging  the  growth  of  visible  and 

invisible  exports,  our  international  trade 
position  will  be  improved,  which  will  assist 
materially  in  lowering  the  cost  of  living 
to  the  people. 

26.461.  ' ANNEXE. 

Comparative  effect  of  proposals  now  made  with  those 
shown  in  the  Annexe  to  the  evidence  of  Mr.  C.  G. 
Spry  (Question  10,157),  assuming  that  the  various 
percentages  of  foreign  profits  fixed  by  a Board  of 
Referees  average  33£  per  cent,  for  all  trade  groups. 


Reduced 
rate  of 
tax*on 
foreign 
profits. 

Estimated 

aggregate 

taxable 

profits. 

Tax  thereon 
in  full  at 
6.».  in  the  £. 

Dividends 
of  non- 
resident 
share- 
holders. 

Relief 

suggested 

b.y 

Mr.  Spry. 

Foreign 
profits  at 
33$  per  cent, 
of  total. 

Relief 

thereon 

now 

suggested. 

Net  tax  after 
allowing 
relief  on 
dividends  to 
non-resident 
shareholders. 

Net  tax 
after 
allowing 
relief  for 
foreign 
profits. 

Present 
additional 
loss  to 
revenue. 
See  Note*. 

Is.  6 d. 

80,000,000 

24,000,000 

8,000.000 

1,800,000 

26,666,666 

6,000,000 

. 22,200,000 

18,000,000 

4,200,000 

2s.  0 d. 

80,000,000 

24,000,000 

8,000,00f‘ 

1,600,000 

26,666,666 

5,333,334 

22,400,000 

18,666,666 

3,733,334 

* Note. — The  loss  shown  would  be  considerably  discounted  by  the  proposal  to  make  no  allowance  for  Double  Income  Tax 
relief,  except  in  so  far  as  any  foreign  or  colonial  taxation  relief  exceeded  the  relief  shewn  above.  Any  additional 
future  revenue  that  may  accrue  to  this  country  from  the  various  sources  indicated  in  the  memorandum  has  been 
ignored  here. 

[ This  concludes  the  evidence-in-chief.'] 
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26.462.  Mr.  Kerly : You  liave  been  good  enough  to 
send  us  a communication  on  the  doctrine  of  control 
in  relation  to  international  trade  and  Double  Income 
Tax  prepared  in  a very  convenient  form  for  us.  I 
will  ask  Mr.  McLintock  to  begin  your  examination. 

26.463.  Mr.  McLintock:  Your  paper  is  primarily 
on  the  doctrine  of  control? — Yes. 

26.464.  I take  it  that  the  purpose  of  your  paper  is 
to  suggest  to  the  Commission  the  desirability  of  find- 
ing some  scheme  to  lighten  taxation? — No,  not 
wholly. 

26.465.  In  respect  of  business  controlled  in  this 
country,  but  carried  on  elsewhere? — Yes,  that  is 
right. 

26.466.  Your  fear,  I gather,  is  that  control  will  be 
removed? — That  is  so. 

26.467.  And  that  as  the  result  of  that  removal 
there  will  be  losses  of  other  kinds  which  will  affect 
the  Revenue? — Yes. 

26.468.  You  have  not  restricted  the  operation  of 
your  scheme  to  the  case  of  companies  only  which  are 
registered  and  controlled  here? — Do  you  mean  to  say 
by  that  that  I apply  it  to  firms  as  well  or  that  I apply 
it  to  foreign  companies  which  are  not  registered 
here  ? 

26.469.  Does  your  scheme  go  that  length? — That 
aspect  of  it  is  the  aspect  which  in  my  paragraph  28, 

I say  I have  not  dealt  with,  because  I do  not  conceive 
it  to  be  quite  within  the  limits  of  my  title,  but  it  is 
part  of  the  whole  question. 

26.470.  Would  you  restrict  the  application  of  your 
scheme  to  cases  where  there  was  a considerable  but 
not  necessarily  a preponderating  foreign  interest  in 
the  carrying  on  of  the  trade? — You  mean  by  foreign 
interest,  shareholding  interest? 

26.471.  Yes. — No,  1 would  not  lestrict  it  to  those 
cases  at  all. 

26.472.  Take  the  case  of  a business  which  is  carried 
on  wholly  in  the  United  Kingdom  by  British  residenis 
with  British  capital  in  the  first  place,  and  another 
business  which  is  carried  on,  say,  three-quarters  in 
the  United  Kingdom  and  one-quarter  abroad  also  by- 
British  residents  and  with  British  capital;  do  you 
consider  that  any  relief  should  be  given  to  the 
second  business  as  compared  with  the  first? — In  the 
case  of  the  firat  one,  I take  it  you  mean  that  none  of 
its  profits  are  made  without  the  United  Kingdom;  in 
that  case  this  proposal  would  not  apply  at  all.  The 
whole  of  those  profits  are  made  within  this  country 
and  bear  the  full  rate  of  tax.  In  the  second  case 
where  the  business  is  carried  on  by  British  capital 
controlled  here,  and  the  whole  of  the  shareholders  are 
British  residents,  but  some  portion  of  the  trade  of 
that  company  is  carried  on  abroad,  and  some  part  of 
the  profits  are  made  abroad,  I would  apply  the  relief 
to  that  case. 

26.473.  You  refer  to  capital  domiciled  abroad ; I 
suppose  you  would  agree  that  that  is  not  always  easy 
of  ascertainment? — Quite. 

26.474.  Do  you  mean  it  is  quite  easy  or  not  always 
easy? — It  is  not  always  easy,  but  it  is  possible. 

26.475.  How  do  you  suggest  dividing  the  total 
profits  in  proportion  to  the  capital  domiciled  abroad 
and  to  the  whole  capital? — Assuming  you  have  the 
case  of  a business  the  whole  of  the  profits  of  which 
are  derived  in  the  first  place- -I  do  not  say  they  are 
earned  but  they  are  derived — from  capital  that  is. 
domiciled  abroad  as  in  the  case  of  a mining  company 
whose  mine  is  situated  abroad,  and  that  is  the  only 
factor  which  for  the  moment  we  have  to  consider,  I 
suggest  that  a fair  way  of  arriving  at  the  proportion 
of  the  profits  or  at  any  rate  one  of  the  principal 
factors  you  would  have  to  take  into  account,  would 
be  to  ascertain  the  proportion  of  the  total  assets  re- 
presented by  the  capital  domiciled  abroad.  Say  the 
whole  capital  earns  the  whole  profits;  the  capital 
domiciled  abroad  is,  we  will  say,  50  per  cent,  of  the 
whole  capital,  and  that  it  earns  50  per  cent,  of  the 
profits,  taking  it  simply  from  the  point  of  view  of 
capital  which  you  confine  yourself  to  at  the  moment 
If  that  iB  the  line  of  argument,  I should  leave  out 
of  account  liabilities  altogether ; they  would  be  quite 
immaterial  because  they  would  be  in  most  cases 
apportioned  pro  rata  between  the  capital  domiciled 
abroad  and  other  capital. 


26.476.  Your  suggestion  to  determine  the  proportion 
of  profits  to  the  capital  domiciled  abroad  would  be 
to  take  the  total  capital? — The  total  assets. 

26.477.  The  total  capital? — I do  not  mean  capital 
in  the  sense  of  Excess  Profits  Duty  capital. 

26.478.  I mean  the  total  surplus? — I do  not  mean 
total  surplus ; I mean  total  assets. 

26.479.  Well,  we  will  say,  the  total  assets,  the 
aggregate  value  of  the  assets.  You  take  the  propor- 
tion of  the  assets  which  represented,  say,  the  cost  of 
a mine  there  and  development  of  it,  etc.,  and  you 
would  apportion  them  in  pro  rata  to  the  total 
of  the  assets? — Yes,  that  is  assuming  there  are  no 
other  factors  to  come  into  account;  there  probably 
would  be. 

26.480.  Do  you  think  that  is  a satisfactory  method  ? 
— I do  not  say  it  is  wholly  satisfactory,  but  1 say  it  is 
a method.  The  methods  I have  suggested  here  are 
not  the  only  methods.  I only  say  that  such  profits 
ought  to  be  apportioned,  and  I put  forward  certain 
suggestions  for  apportioning  them. 

26.481.  Take  the  case  of  a gold  mine  in  South 
Africa  or  Australia;  do  you  suggest  the  method  you 
have  outlined  is  a satisfactory  one? — I should  say 
it  is  one  of  the  principal  factors  you  would  have  to 
take  into  account  in  determining  the  apportionment, 
but  not  the  only  factor  by  any  means. 

26.482.  Mr.  Kerly : Would  you  make  it  clear 
whether  Mr.  Pegler  proposes  to  take  the  assets  only 
without  relation  to  the  liabilities. 

26.483.  Mr.  McLintock : I suggested  the  surplus  to 
him  and  he  said:  “ No,  the  gross  assets  without 
regard  to  the  liabilities”. — If  I might  explain  why 
I take  that  view  it  is  this : apart  from  the  fact  that 
there  may  be  certain  debentures  or  other  charges 
which  are  secured  as  direct  charges  on  specific  assets, 
when  there  might  be  a different  point  to  consider, 
let  us  assume  that  there  are  certain  general  deben- 
tures with  a general  charge  on  the  whole  of  the 
undertaking.  The  company’s  main  assets  including 
their  fixed  assets  abroad  are  liable  to  make  good 
those  liabilities;  in  other  words  the  liabilities  have  to 
be  paid  off  in  the  event  of  liquidation  before  any 
balance  of  the  selling  price  of  the  assets  is  distributed 
to  the  shareholders.  Therefore  if  you  are  going  to 
apportion  the  capital  as  between  one  firm  and  another 
you  would  equally  have  to  apportion  the  liabilities  in 
the  same  proportion.  It  is  as  broad  as  it  is  long. 
You  can  either  take  the  gross  assets  and  apportion 
those  or  if  you  like  take  the  net  assets  and  apportion 
those;  it  comes  to  the  same  thing,  only  you  must 
set  off  the  appropriate  amount  of  the  liabilities 
against  the  proportion  of  the  capital  that  is  domiciled 
abroad. 

26.484.  If  there  were  debentures  secured  over  specific 
assets,  you  would  want  to  apply  the  charge  for  inter- 
est against  the  profits  applicable  to  those  assets? — If 
you  have  got  a specific  charge  I think  that  factor 
would  have  to  be  taken  into  account ; not  if  you  have 
a general  floating  charge  because  that  is  upon  the 
whole  of  the  assets  of  the  business. 

26.485.  You  agree  that  in  a mining  proposition 
your  suggestion  is  not  very  workable,  is  it? — I do 
not  agree  to  that  at  all. 

26.486.  How  would  you  deal  with  a mining  pro 
position;  would  you  follow  the  same  lines? — Yes,  I 
cannot  see  that  there  is  any  difficulty  about  it  really. 
These  points  have  all  been  before  the  Board  of 
Referees  in  connection  with  the  additional  statutory 
percentage  for  Excess  Profits  Duty  purposes.  They 
have  arrived  at  the  average  life  of  mines  over  a 
whole  group ; if  they  can  do  that  they  can  do  the 
other. 

26.487.  The  Board  of  Referees  have  never  had  to 
deal  with  cases  just  exactly  on  the  lines  you  suggest? 
— I am  perfectly  aware  of  that,  but  they  have  had  to 
deal  with  a great  many  difficult  cases,  which  in  my 
humble  opinion  they  have  dealt  with  in  a very  clever 
way.  The  principle  that  has  been  adopted,  for 
instance,  for  getting  at  the  appropriate  rate  for 
wasting  assets  has  been  a very  complex  and  difficult 
one  to  arrive  at. 

26.488.  It  is  capable  of  rather  more  accurate  ascer- 
tainment than  would  be  the  case  in  the  apportion- 
ment of  profits? — Do  you  think  so? 

26.489.  T think  so. — Of  course,  opinions  differ. 
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26.490.  I will  leave  it  at  that.  Take  a concern, 
the  small  proportion  of  whose  capital  is  originally 
raised  in  the  United  Kingdom:  because  it  is  put  into 
assets  just  now  used  abroad  I suppose  your  view  is 
that  that  capital  has  lost  its  particular  virtue  and 
is  earning  profits  which  should  not  he  subject  to  the 

same  rate  as  the  capital  employed  abroad? Not 

necessarily,  because  when  you  say  it  has  lost  its  virtue 
you  mean  to  say  its  original  virtue  consisted  in  the 
fact  that  it  was  raised  here. 

26.491.  Yes. — I do  not.  I think  I indicate  there 
that  I do  not  think  it  should  be  wholly  free  of  tax- 
ation at  all,  but  I say  it  should  hear  some  form  of 
taxation,  because  it  enjoys  the  privileges  of  the 
British  Companies  Acts,  and  it  enjoys  the  privileges 
of  haying  been  raised  here  and  enjoys  the  privileges 
of  being  controlled  here,  and  it  ought  to  pay  for 
those  privileges  to  a point. 

26.492.  You  make  another  suggestion  in  regard  to 
arriving  at  a profit  on  the  basis  of  turnover  ?— Yes. 

26.493.  In  your  paragraph  21  you  refer  to  the 
Board  of  Referees  arriving  at  a basis  of  apportion- 
ment on  evidence  produced  by  each  trade  group,  and 
then  you  go  on  to  say:  “The  factor  of  ‘capital 
domiciled  abroad  ! has  already  been  dealt  with,  but 
in  the  case  of  merchanting  businesses,  where  the  pro- 
portion of  such  capital  is  comparatively  small  or 
wholly  absent,  other  factors  would  have  to  be  taken 
into  account,  and  the  principal  one  to  be  considered 
would  probably  be  the  turnover  of  trade  done  in 
each  country  ” ? — Yes. 

26.494.  Will  you  tell  us  where  you  suggest  the 
profit  emerges,  in  the  country  where  the  goods  are 
produced  or  in  the  country  where  the  goods  are  sold  ? 
— I 6ay  it  is  apportionable  between  both. 

26.495.  I agree;  but  can  you  be  a little  more 
definite?  What  is  your  suggestion?  You  take  the 
total  profit  based  on  the  turnover? — Assuming  you 
had  a merchanting  business — and  that  is  the  only 
factor  you  have  to  consider — I suggest  that  is  prob- 
ably the  only  way  in  which  you  could  arrive  at  some 
basis  of  apportionment;  there  may  be  others  I have 
not  thought  of,  but  that  appears  to  me  to  be  the 
method  you  can  apply  where  the  business  is  a mer- 
chanting business,  and  does  not  involve  any  other 
considerations. 

26.496.  Would  you  compare  it  with  similar  types 
of  business  in  particular  countries? — Could  I give 
you  an  illustration,  do  you  mean? 

26.497.  Yes? — Yes,  I can  give  you  an  illustration 
of,  say,  a business  which  is  controlled  from  here 
which  has  branches  in  South  America.  If  you  like, 
that  business  controlled  from  here  buys  large  quan- 
tities of  goods  in  this  country  for  export  to  South 
America.  The  South  American  branch  or  house  also 
buys  large  quantities  of  goods  in  South  America  and 
exports  them  here  or  to  other  countries.  If  the 
whole  business  is  controlled  here  the  whole  of  those 
profits  at  the  present  time  pay  the  full  rate  of  tax, 
but  they  are  not  all  earned  in  this  country.  The 
factors  you  have  to  consider  are,  first  of  all,  that 
you  have  got  a large  quantity  of  goods  bought  here 
and  sold  in  the  other  country,  and  you  have  got 
a large  quantity  of  goods  bought  in  the  other  country, 
some  of  which  are  sold  here,  but  a large  portion  of 
which  are  sold  in  foreign  countries — those  are  the 
factors  you  have  to  take  into  account. 

26.498.  You  agree  it  is  going  to  be  a very  difficult 
problem  to  arrive  at  any  scientific  method  of  appor- 
tioning profit  earned  in  that  way? — I agree  it  is 
difficult,  but  I suggest  that  simply  because  it  is 
difficult  it  ought  not  to  be  shirked. 

26.499.  The  main  desire  for  the  transfer  of  control 
from  this  country  to  some  place  abroad  arises  from 
the  foreign  shareholder? — Not  wholly. 

26.500.  Or  the  participators  in  the  profits? — Yes, 
although  the  most  notable  cases  are  cases  where  there 
is  a large  shareholding  abroad,  there  are  many  other 
cases  that  I am  aware  of  where  there  is  only  quite 
a small  and  negligible  shareholding  abroad,  where 
nevertheless  removal  is  contemplated — at  any  rate,  if 
not  actual  removal,  such  a legal  alteration  as  was 
adopted  in  the  case  of  Shepheard’s  Hotel,  which  would 
practically  deprive  this  country  of  the  benefits  of  the 
tax  on  the  trade. 

26.501.  Your  scheme  would  relieve  not  only  foreign 
shareholders,  but  British  residents? — Quite.  T am 
not  in  great  sympathy  with  foreign  shareholders, 


except  that  they  have  to  he  considered,  because  they 
can  do  us  damage  if  we  are  not  careful. 

26.502.  It  is  the  British  resident  whose  profits  are 
derived  from  abroad? — I am  not  even  concerned  with 
the  British  resident  as  an  individual  at  all;  I am 
concerned  with  the  position  of  this  country,  and  with 
the  fact  that,  unless  some  alteration  is  made,  in  my 
view  this  country  will  suffer  such  a loss  of  trade 
in  one  form  or  another,  direct  or  indirect,  as  will 
ultimately  cause  us  to  lose  revenue  that  we  are  get- 
ting at  the  present  time. 

26.503.  The  proposition  you  put  forward  would  give 
relief  in  the  case  of  a firm,  all  of  whose  partners  are 

in  this  country,  and  whose  capital  is  here? Do  you 

mean  the  capital  here  or  abroad? 

26.504.  You  have  a firm  trading  here  in  London 
that  carries  on  a merchanting  business  abroad;  do 

you  suggest  that  that  capital  is  abroad  or  here? It 

depends  whether  it  is  located  in  fixed  assets  abroad 
or  not.  If  it  is  located  in  fixed  assets  abroad  it  is 
certainly  abroad,  but  if  it  is  located  in  liquid  assets 
in  the  foreign  country  it  is  abroad,  not  to  the  same 
extent,  but  it  is  abroad;  in  other  words,  it  is  in 
the  form  of  book  debts  or  stock  in  a foreign  country, 
and  it  is  not  subject  to  the  same  protection  by  this 
Government  as  if  the  stock  or  book  debts  were  in 
this  country. 

26.505.  Do  you  draw  a distinction  between  capital 
sunk  in  a fixed  asset  abroad  and  capital  in  book  debts 
and  stock? — Yes,  I do.  I do  not  say  that  the  one 
ought  not  to  be  considered,  but  I say  capital  which 
cannot  be  moved  is  the  capital  which  ought  to  have 
the  greater  proportion  of  relief,  but  capital  that  can 
be  moved  should  have  some  relief,  though  not  so 
much. 

26.506.  You  would  give  less  relief  in  that  case? — 
Yes. 

26.507.  Then  when  you  come  to  compare  a firm  such 
as  I have  indicated  with  one  whose  operations  are 
confined  to  the  United  Kingdom,  would  it  not  create 
a new  grievance  to  assess  the  one  at  a lower  rate? — 
I do  not  think  so,  for  this  reason : if  a firm  carries 
on  business  in  this  country  entirely,  the  whole  of  their 
operations  are  dependent  on  the  security  which  the 
British  Government  can  afford  in  this  country.  In 
my  view  Income  Tax  is  a charge  which  is  imposed  for 
the  general  benefit  of  the  State,  and  to  enable  the 
State  to  protect  the  property  of  its  citizens,  and  to 
enable  those  citizens  to  earn  profits.  Without  the 
power  of  the  State  that  could  not  exist.  We  see  the 
position  in  Russia  to-day.  The  British  Government 
cannot  give  the  same  protection  to  either  fixed  or 
liquid  assets  in  foreign  countries  as  they  do  in  this 
country.  Because  they  are  controlled  from  here  they 
pay  the  same  tax;  they  are  making  them  pay  the 
same  tax,  but  they  are  not  giving  them  the  same 
benefits.  I think,  therefore,  if  you  make  a discrim- 
ination, purely  British  concerns  would  have  no 
grievance. 

26.508.  Take  a man  who  invests  his  money  abroad, 
and  simply  draws  the  income  on  the  lines  you  have 
just  been  giving  us? — That  is  not  a trade,  of  course. 

26.509.  Well,  in  any  case  he  gets  no  protection 
abroad? — No,  but  he  is  not  obliged  to  invest  his 
money  abroad. 

26.510.  No,  true  enough;  you  could  not  extend  it 
to  him? — I would  only  extend  it  to  him  in  so  far  as 
he  was  a shareholder  in  a company,  and  if  the  com- 
pany got  certain  relief  he  would  get  some  portion  of 
it.  I am  not  looking  at  the  matter  from  the  point  of 
view  of  the  individual.  In  my  view,  it  does  not 
matter  about  the  individual  at  all.  I am  looking  at 
it  from  the  point  of  view  of  the  general  trade  of  the 
country. 

26.511.  Your  paper  generally  and  your  suggestions 
are  put  forward  because  you  have  the  fear  that  the 
control  will  be  removed  abroad  in  a great  many 
cases? — Yes. 

26.512.  If  there  is  no  differential  taxation  in  favour 
of  firms  carrying  on  business  abroad? — Do  not  call  it 
differential  taxation — say  some  measure  of  relief. 

26.513.  Well,  put  it  some  measure  of  relief,  if  you 
like.  You  refer  to  Sir  William  Vestey.  His  com- 
plaint was  against  Excess  Profits  Duty  and  Death 
Duties,  not  particularly  Income  Tax? — I venture  to 
suggest  if  Excess  Profits  Duty  had  not  existed  and 
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a high  Income  Tax  had,  he  would  still  have  had  a com- 
plaint, with  Income  Tax  at  the  present  rate. 

26.514.  Do  you  not  agree  that  ExcesB  Profits  Duty 
is  the  only  operating  cause,  so  far  as  taxation  is  con- 
cerned, that  has  induced  anyone  to  remove  the  con- 
trol abroad? — No,  I do  not  agree  with  that  at  all, 
and  I say  so  in  my  evidence-in-chief. 

26.515.  Do  you  know  of  cases  that  have  been 
removed  solely  for  Income  Tax? — No.  I know  cases 
of  removal  which  have  been  accelerated  by  the  Excess 
Profits  Duty,  but  you  have  to  remember  that  the 
Excess  Profits  Duty  and  the  increased  Income  Tax 
have  come  at  the  same  time.  The  cases  that  1 know 
of  have  gone  through  Excess  Profits  Duty,  but  there 
are  certainly  three  cases  I have  in  mind  which  would 
have  gone  in  any  event  if  there  had  been  no  Excess 
Profits  Duty,  simply  and  solely  because  of  the  Income 
Tax. 

26.516.  You  mean  the  Income  Tax  and  no  other 
reason? — None  whatever;  in  other  words,  the  com- 
panies concerned  would  no  longer  have  continued  to 
have  been  controlled  from  here,,  because  none  of  their 
principal  assets  were  here.  The  bulk  of  their  capital 
was  employed  abroad,  they  did  not  trade  with  this 
country  at  all,  and  they  say  as  they  did  not  trade 
with  it,  why  should  they  pay  tax  at  6s.  in  the  £ on 
the  whole  of  their  profits. 

26.517.  You  are  suggesting  to  us  that  in  the  case 
of  South  America,  owing  to  the  war,  it  is  becoming 
to  some  extent  independent  of  capital  borrowed  from 
Ibis  country? — -Well,  I do  not  know  that  I have  said 
South  America  is  becoming  independent;  I have 
said  that  certain  countries  are  or  may  be. 

26  518.  Of  course,  there  are  very  few  countries  which 
have’  amassed  a lot  of  money  and  which  have  not  had 
to  spend  it  during  the  war  on  warlike  operations. 

1 took  it  you  were  referring  to  South  America  ? I do 
not  know  that  I was  entirely.  Another  case  I have 
in  mind  is  Japan.  . 

26.519.  Well,  Japan  probably  is  another? — It  is, 
without  any  doubt. 

26.520.  They  have  made  a lot  of  money  during  the 
war,  and  they  are  less  dependent  on  British  capital  ? 
Quite. 

26.521.  Is  the  question  of  taxation,  do  you  think, 
really  the  cause  of  removal  of  control  to  either,  say, 
Japan  or  South  America?— You  mean  removal  of 
control  from  this  country? 

26.522.  Yes. — As  far  as  I know,  it  is  the  only 
reason. 

26.523.  Is  it  foreign  shareholders  who  have  removed 
the  control  or  British  shareholders  who  have  given  it 
up  ? — In  most  cases,  so  far,  it  is  foreign,  because 
where  the  control  has  been  in  the  hands  of  British 
shareholders  they  have  during  the  war,  in  most  cases 
I have  been  consulted  on,  taken  the  view  that  the 
country  is  at  war  and  requires  all  the  money  it  can 
get,  and  they  have,  therefore,  felt  it  their  duty  to 
remain  here.  They  also  felt  that  Excess  Profits  Duty 
was  necessary,  because  money  must  be  found,  and  so 
on.  Those  cases  1 am  thinking  of  are  now  beginning 
to  consider  that  the  war  is  over,  and  whereas  during 
the  war  it  was  very  essential  from  the  point  of  view 
of  the  country  that  they  should  remain  here,  and 
it  was  also  very  difficult  to  remove  because  of  restric- 
tions, those  considerations  no  longer  exist  People 
were  not  allowed  to  leave  the  country  because  of  the 
Military  Service  Acts,  and  so  on.  It  was  practically 
impossible  to  remove  the  control  except  in  very  excep- 
tional cases.  That  impossibility  no  longer  exists,  and 
those  companies  that  I have  in  mind  are  considering 
whether,  under  all  the  circumstances,  if  they  do  not 
get  any  relief  at  all,  they  will  remove  their  businesses, 
and  they  do  not  feel  the  same  obligation  to  remain 
here  now,  or  they  will  not  in  the  course  of  the  next 
year  or  two,  as  they  did  during  the  period  of  the 
war. 

26.524.  Your  view  is  that  we  may  look  for  a con- 
tinually increasing  number  of  large  concerns  being 
removed  out  of  this  country  altogether?' — Certainly. 

26.525.  Unless  there  is  a measure  of  relief? 
Certainly. 

26.526.  On  the  profits  earned  abroad?— I am  quite 
convinced  of  that,  and  further  I am  also  convinced 
that  a number  of  concerns  that  would  have  come  to 
ihis  country  will  not  come  at  all;  because  I am  being 


consulted  on  it  every  day  as  to  whether  they  should 
come  or  whether  they  should  not. 

26,527.  Could  you  give  us  an  indication  of  the  type 
of  businesses? — Yes,  I will  give  you  one  or  two,  if  you 
like.  I will  not  mention  names,  but  I have  a note 
of  a Portuguese  business,  a very  large  business  in 
Portugal,  which  for  certain  particular  reasons  the 
shareholders  in  Portugal  are  desirous  of  converting 
into  a British  company.  They  took  legal  advice  in 
London  on  the  matter,  and  my  firm  was  asked  to 
advise  on  the  question  from  a taxation  point  of  view; 
Of  course,  we  had  to  inform  them  that  if  the  business 
was  converted  into  a British  company,  the  control,  of 
which  was  located  here,  the  whole  of  the  profits  being 
earned  in  Portugal — because  the  business  does  not  do 
any  trade  in  this  country,  and  never  will — will  be 
subject  to  British  taxation  at  the  highest  rate.  They 
said,  “ if  that  is  so,  we  will  not  come  here.  We 
would  be  prepared  to  pay  something  to  come  here, 
but  we  are  not  prepared  to  pay  6s.  in  the  £ on  the 
whole  of  our  profits  ” I had  another  case,  a Japanese 
business,  a very  big  business  in  Japan,  that  was  very 
desirous  of  forming  a British  company.  They  do  not 
propose  to  turn  the  whole  of  the  business  over  to  this 
country,  but  a large  part  of  it,  and  they  wanted 
advice  as  to  the  taxation  position  There,  again,  I 
had  to  give  them  similar  information,  and  they  said, 

“ if  we  have  got  to  pay  as  much  as  that  we  will  have 
the  control  of  our  business  elsewhere.”  I had  another 
case  of  an  American  business  the  other  day,  a very  big 
business  in  New  York  that  wants  to  establish  a busi- 
ness in  this  country.  There  again,  with  the  present 
rate  of  Income  Tax  they  do  not  feel  inclined  to  do  it, 
except  in  such  a way  as  will  very  materially  reduce 
their  liability.  Those  are  only  three  cases  within 
the  last  fortnight  that  I have  had  to  deal  with.  I 
have  had  to  deal  with  many  others,  and  I have  had 
to  give  them  the  same  advice  practically  in  every 
case,  that  unless  they  are  prepared  to  pay  taxation 
on  the  whole  of  their  profits  if  they  are  controlled 
here,  they  must  not  come  or  they  must  arrange  their 
business  in  some  other  way. 

26.528.  Those  are  all  cases  of  businesses  which  have 
been  inquiring  as  to  what  the  taxation  liability  would 
be  if  they  were  registered  and  controlled  in  this 
country? — That  is  right. 

26.529.  Have  you  had  many  cases  of  the  control 

actually  being  removed  from  this  country  ?— During 
the  war  I have  hal  four  cases  of  the  control  actually 
having  been  removed ; those  were  cases  where  the 
accelerating  force  was  the  Excess  Profits  Duty,  but 
I have  been  assured  by  the  people  themselves  that 
they  would  have  gone  in  any  event  because  of  the 
Income  Tax.  In  all  those  cases  there  were  pre- 
ponderating foreign  interests.  To  show  the  point 
that  I want  to  make,  I have  been  informed  by  these 
people  that  if  they  had  been  able  to  retain  control 
here  by  paying  a considerably  lower  rate  of  tax  upon 
their  whole  profits,  they  would  have  retained  that 
control,  because  it  is  very  convenient  for  them.  I 
asked  why  was  it  convenient  for  them,  having  regard 
to  the  fact  that  in  none  of  those  businesses  was  any 
trade  carried  on  m this  country  whatever.  One  was 
a shipping  business,  where  the  ships  ran  from  the  East 
to  the  States,  and  they  ran  under  the  British  Flag. 
They  never  came  to  this  country  to  deliver  goods  or 
to  book  freight.  All  they  ever  came  to  this  country 
for  was  to  register  under  the  British  Flag  and  to 
undergo  their  surveys,  and  so  forth.  Their  view  was 
that  it  was  very  convenient — because  London  is  m 
such  a geographical  position  in  the  world— that  it  .is 
extremely  convenient  to  synchronize  business  in 
London  even  although  it  may  equally  well  be  done  in 
the  States.  They  are  still  under  the  British  Flag 
in  another  part  of  the  world,  but  they  do  not  pay 
any  tax  here.  . 

26.530.  These  transfers  you  speak  of  have  all  been 

since  the  war? — Since  the  war,  yes.  . 

26.531.  Mr.  Birley : In  paragraph  14  you  remind 
us  that  we  have  had  evidence  both  to  the  effect  that 
profit  is  made  when  goods  are  manufactured  and  also 
when  goods  are  sold.  In  the  latter  case  you  come  to 
the  conclusion  that  part  is  made  in  each  transaction , 
part  is  made  in  manufacturing,  and  part  is  made  in 
selling.  You  have  dealt  with  many  forms  of  selling 
those  goods  in  this  country.  Have  you  ever  con- 
sidered the  case  of  foreign  manufacturers  with 
foreign  capital  who  sell  goods  in  this  country?  they 
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do  not  merchant  them,  but  they  sell  them  direct 
thr  ough  their  travellers  to  consumers,  or  to  merchants, 
and  pay  no  income  Tax  on  their  profit.  If  those 
goods  are  sold,  and  your  contention  is  that  on  the 
selling  a profit  is  made,  that  profit  as  it  is  now- 
escapes  any  tax  at  all? — That  is  quite  true. 

26.532.  How  would  you  propose  to  deal  with  that? 
— As  I say,  1 have  excluded  it  from  this  memorandum 
because  it  is  the  converse  position  to  the  one  I have 
been  considering.  It  raises  the  whole  question  of 
selling  goods  in  this  oountry  either  direct  in  the  way 
you  suggest,  or  through  agencies,  or  through  brokers. 

26.533.  Through  an  agency  it  can  be  got  at? — A sale 
agency,  yes;  I do  not  know  that  it  can  be-  got  at 
where  a number  of  agents  are  employed. 

26.534.  I am  assuming  a case  where  it  cannot  be  got 
at? — Yes.  Under  the  present  law  it  cannot  be  got 
at.  There  I quite  conceive  that  there  is  a very  great 
difficulty,  because  it  depends  entirely  on  the  nature  of 
the  article  that  has  been  sold.  If  it  is  such  an 
article  that  this  country  must  have  it,  and  it  cannot 
get  it  from  anywhere  else  but  the  country  of  origin, 
the  country  of  origin  might  either  say:  “ if  you  tax 
on  your  side  either  we  do  not  send  the  goods,  or  we 
put  up  the  price.” 

26.535.  There  is  a large  business  which  is  done  in 
that  way  in  competition  with  English  manufacturers 
of  the  same  goods? — I think  it  should  be  taxed.  How 
to  make  a foreigner  pay,  to  use  a common  expression, 
under  those  circumstances,  is  not  an  easy  problem. 

26.536.  Have  you  ever  considered  as  to  whether  it 
should  be  paid  on  an  assumed  rate  of  profit  and  take 
invoice  values ; those  values  could  be  ascertained  ? — 
Of  course  invoice  values  is  an  open  point;  there  are 
all  sorts  of  invoice  values.  You  can  make  an  invoice 
value  what  you  like. 

26.537.  I am  assuming  not  to  their  own  house  in 
this  country? — No,  to  outsiders. 

26.538.  To  their  clients  who  are  actual  consumers, 
let  us  say  ? — I think  that  would  probably  be  the  only 
practicable  way  of  dealing  with  it. 

26.539.  But  you  do  consider  that  there  is  a profit 
made  on  that  sale? — Yes. 


26.540.  And  at  present  there  is  no  tax  on  that 
profit? — Quite.  They  would  not  sell,  of  course,  if 
there  was  not  a profit  arising  from  it.  There  is  a 
profit  arising  from  it.  and  so  far  they  get  the  benefit 
of  the  protection  of  this  country  in  connection  with 
the  sale  of  the  article.  For  the 'recovery  of  the  debt, 
and  so  forth,  they  might  sue  in  these 'Courts.  For 
these  advantages  they  pay  nothing. 

26.541.  You  do  consider  that  if  a proper  method 
could  be  arrived  at  that  profit  which  is  made  should  be 
taxed? — I do. 

26.542.  Professor  Pigou : In  paragraph  4 you  re- 
ferred to  the  grievance  that  is  felt  when’  profits 
earned  abroad  are  taxed  at  the  same  rate  as  profits 
earned  at  home? — Yes. 


26.543.  Do  you  extend  that  to  profits  made  i 
foreign  countries,  where  there  is  no  Income  Tax?- 
Yes.  It  is  quite  immaterial  from  my  point  of  view  a 
to  whether  there  is  double  taxation  or  not.  DoubI 
taxation  accentuates  it,  of  course,  but  the  grievanc 
has  been  expressed  to  me  on  many  occasions  by  peonl 
in  different  trades  that  they  should  he  obliged  to  pa 
the  same  tax  on  profits  wholly  earned  abroad  as  othe 
people  pay  on  profits  wholly  earned  in  the  Unite 
Kingdom,  because  they  point  out  they  do  not  get  th 
same  measure  of  protection. 

26.544.  Would  not  the  effect  of  relief  practically  f 
to  give  a bounty  to  people  who  invest  abroad  rathe 
than  at  home?  I do  not  think  so  for  this  reasoi 
that  there  are  already  bounties  in  a great  many  cast 
which  are  not  taken  advantage  of.  I do  not  knee 

Sn  ’’T  poiny<'  olIt  bef°™  ‘Ms  Commi 

sion,  hut  it  has  been  pointed  out  somewhere  tha 
before  the  war  you  could  earn  a very  muc 
higher  rate  of  interest  on  your  money  if  yo 
invested  it  m Cape  Colony,  or  South  America,  or  Sa 
rrancisco,  than  if  you  invested  here  on  equally  goo 

they1" had  t^?  T™  ^le.did  no*  d°  »■>  WM  tha 
they  had  to  trust  agents  and  persons  abroad  to  loo 
after  the  capital,  and  they  did  not  trust  them.  No 
withstanding  the  higher  rate  of  interest  which  coul 

could  TtZ  ^ T"  V T"1  security  and  that  the 
could  get  first  class  people  to  look  after  it  for  thei 
they  would  not  do  so,  and  did  not  do  so.  to  any  grea 
extent.  I think  the  same  argument  would  apply  here 


large  numbers  of  people  do  not  like  investments 
abroad  and  never  would  like  them,  and  they  do  not 
do  it  because  they  prefer  to  invest  their  money  at 
home. 

26.545.  Is  it  a bounty? — I say  that  this  country 
at  the  present  time  is  getting  more  than  it  is  entitled 
to.  I do  not  call  it  a bounty. 

26.546.  It  does  not  much  matter  what  you  call  it 
but  the  effect  obviously  is  that  there  is  an  advantage 
given  by  the  State  to  encourage  British  people  to 
invest  abroad? — I do  not  say  so  necessarily. 

26i,547.  You  have  at  length  admitted  that  it  does 
exist? — I do  not  say  that  it  necessarily  follows  at  all, 
but  I do  not  object  to  it  if  it  does.  I say  this  country 
simply  exists  by  its  investments  abroad.  If  we  had 
no  investments  abroad  we  should  be  a second  Belgium. 

26.548.  You  do  not  think  at  the  present  time  it  is 

undesirable  to  encourage  capital  going  abroad? I do 

not  think  so.  I think  that  is  a short  view. 

26.549.  You  would  be  prepared  to  give  a bounty? 

Ncx,  I would  be  prepared  to  encourage  capital,  which 
is  invested  abroad,  to  be  controlled  here.  It  is  better 
for  this  country  that  it  should  be  controlled  here 
rather  than  that  it  should  be  controlled  abroad.  I 
would  much  sooner  it  were  controlled  here  than  that 
it  were  controlled  abroad.  It  will  be  controlled  some- 
where, because  you  do  not  mean  to  tell  me  that  the 
capital  is  not  going  to  be  invested  abroad ; it  will  bo 
invested  abroad  in  one  form  or  another.  Somebody 
is  going  to  control  it ; the  question  is  who  is  going  to 
have  the  control  of  it. 

26.550.  That  surely  is  a different  point  altogether? 
— I do  not  think  so. 

26.551.  Your  proposal  is  that  if  British  capital  is 
invested  abroad  it  will  be  taxed  in  England  at  a 
lower  rate? — True. 

26.552.  That  has  nothing  to  do  with  control? — In 
this  sense:  after  all  when  you  say  British  capital 
what  do  you  mean  by  “ British  capital  ”?  You  may 
have  a British  company  with  the  bulk  of  its  share- 
holders British,  but  quite  a substantial  portion  of  its 
capital  may  be  furnished  by  foreigners.  I say  it  is 
much  better  for  this  country  that  that  business  should 
be  controlled  here  than  that  it  should  be  controlled 
abroad. 

26.553.  That  is  a different  point,  but  in  this 
particular  paragraph  that  I am  referring  to,  the 
question  of  that  control  is  not  mentioned  at  all.  This 
paragraph  says  in  effect  that  when  British  capital  is 
invested  abroad  it  should  be  charged  at  a lower  rate 
of  tax  than  when  it  is  invested  at  home? — Where 
does  it  say  that?  Will  you  just  read  it  if  you  do  not 
mind? 

26.554.  It  is  in  paragraph  4 of  your  paper. — I do 
not  say  it  is  wholly  British  capital. 

26.555.  It  is  not  intended  to  refer  to  British  capital 
invested  abroad? — It  is  intended  to  refer  to  all 
capital  which  is  controlled  here,  but  some  part  of 
which  is  invested  abroad.  Whether  that  is  originally 
British  capital  or  whether  it  is  partly  furnished  by 
foreign  capital  is  immaterial  for  my  point. 

26.556.  I want  to  get  at  what  is  referred  to.  Does 
it  include  capital  which  an  Englishman  invests  in  a 
foreign  company  that  is  not  controlled  in  England? 
— No,  it  does  not  include  that. 

26.557.  I am  sorry ; we  have  been  at  cross  purposes  ? 

--If,  for  instance,  an  Englishman  or  a British  re- 
sident chooses  to  invest  in  a company  like  the 
Mexican  Eagle,  which  is  controlled  in  Mexico,  where 
they  have  revolutions  once  a week,  and  where  they 
have  simply  controlled  it  there  because  they  do  not 
want  it  to  be  subject  to  taxation  here — otherwise  it 
would  have  been  controlled  here  from  the  start— if  it 
is  a case  of  that  sort  and  they  choose  to  go  and  be 
controlled  elsewhere,  I would  not  give  them  any  re- 
lief at  all.  J 

26.558.  Then  I misunderstood  you.  You  do  not 
propose  that  a British  resident  who  invests  in  a 
foreign  country  should  be  relieved  at  all?— No;  and 
another  point  I would  like  to  make  here  is  that  my 
suggestion  is  to  give  relief  to  trade  as  a whole,  not  to 

?Yldua,s  Ml ; T am  not  concerned  with  in- 
dividuals. 

26.559.  That  paragraph  is  supposed  to  be  taken 
with  the  understanding  in  that  way?— Yes. 

26.560.  I do  not  think  it  is  clear  as  it  is  put? — I 
am  sorry. 

Then  paragraph  7,  the  first  sentence  or 
two.  The  tendency  to. take  control  abroad  will  not 
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apply,  will  it,  if  the  shareholders  are  all  British?— 
Yes,  it  will,  excuse  me. 

26.562.  Will  you  explain  how? — Let  me  take  a 
South  American  case  that  I have  in  mind — a very 
large  business  in  South  America — where  the  whole  of 
the  trade  is  done  in  South  America;  no  portion  of 
the  profits,  except  in  so  far  as  they  are  attributable 
to  the  control  and  management  here  or  to  the  original 
raising  of  the  capital  here,  is  made  in  this  country  at 
all.  All  the  customers  of  the  company  are  in  South 
America.  They  manufacture  in  South  America. 
Although  the  great  majority  of  the  shareholders  in 
that  company  are  British  shareholders  (I  suppose  90 
per  cent,  are  British  shareholders)  they  are  seriously 
considering  removing  their  control  to  South  America. 

26.563.  How  will  the  British  shareholders  be  taxed? 

They  will  only  be  taxed  on  their  dividends;  but  now 

the  company  pays  on  its  reserves,  which  are  very 
large. 

26.564.  They  will  escape  in  the  matter  of  reserves  ? — 
Yes. 

26.565.  But  they  will  not  escape  in  the  matter  of 
dividends  that  they  personally  receive? — No.  If  the 
company  moves,  it  is  going  to  move  because  of  the 
company,  not  because  of  the  individual  shareholders. 

26.566.  It  is  on  undistributed  profits? — Quite. 

26.567.  That  is  really  the  point? — Yes,  these  un- 
distributed profits  are  very  large. 

26.568.  But  the  point  is  the  undistributed  profits? 

The  point  in  that  case  is,  certainly.  You  must 

distinguish  between  the  point  of  view  of  the  indi- 
vidual shareholder  and  the  point  of  view  of  the  com- 
pany. If  a company  says:  “ we  are  going  to  remove 
because  we  think  we  are  paying  too  much,”  they 
are  not  thinking  at  all  of  the  individual  shareholder 
who  has  to  pay  tax  on  his  dividends ; they  are  think- 
ing of  the  company  as  an  entity. 

26.569.  And  where  the  company  is  a different  entity 
from  the  individuals  who  make  it  up,  it  is  in  respect 
of  undistributed  profits ?— That  is  the  main  point  of 
difference,  of  course. 

26.570.  Then  in  paragraph  24  you  point  out  that 
your  plan  goes  beyond  giving  relief  to  non-resident 
shareholders,  inasmuch  as  in  many  cases  it  will 
operate  for  the  benefit  of  resident  shareholders?— 
Yes. 

26.571.  Does  not  that  raise  this  difficulty : that  the 

amount  of  benefit  that  resident  shareholders  will  get 
depends  in  an  arbitrary  way  on  how  much  foreign 
capital  there  happens  to  be  in  the  company? — Yes, 
entirely.  _ 

26.572.  Is  not  that  rather  unsatisfactory  ?— I do 
not  think  so.  After  all,  if  a large  portion  of  the 
capital  is  in  its  origin  foreign,  that  introduces  a 
further,  element  as  to  whether  it  is  desirable  to  tax 
it  at  such  a high  rate.  If  the  business  is  British  in 
its  origin,  that  is  to  say,  the  whole  of  the  capital 
is  raised  here,  I do  not  see  why,  because  those  people 
are  British,  they  should  be  worse  off  than  if  they 
were  foreign. 

26.573.  But,  on  the  other  hand,  is  it  not  rather 
unfair  as  between  two  British  people  in  two  exactly 
similar  companies,  where  in  one  of  those  oompanies 
there  are  a large  number  of  foreign  shareholders, 
and  in  the  other  a small  number?  The  burden  borne 
by  the  British  shareholders  will  be  different  in  the 
two  companies?— Yes,  it  might.  You  will  notice  in 
the  latter  part  of  paragraph  22  I suggest,  on  the 
question  of  appropriation  of  relief,  it  might  be  desir- 
able to  make  it  statutory  to  appropriate  the  relief 
to  non-residents,  or,  on  the  other  hand,  it  might  no 
be  desirable.  One  of  the  reasons  which  make  me 
think  it  might  not  be  desirable  to  appropriate  relief  to 
non-residents  is  that  if  that  were  done  automatically 
and  obligatorily  where  there  was  a foreign  market  in 
the  shares,  it  might  be  worth  the  while  of  foreigners 
to  buy  those  shares;  it  might  be  more  worth  then- 
while  to  buy  than  for  British  people  to  buy,  or  at 
any  rate  it  might  put  up  the  price  so  that  British 
shareholders  would  want  to  sell.  That,  I think,  would 
be  disadvantageous.  The  only  way  to  stop  that 
probably  would  be  for  the  company  not  to  be  obliged 
to  give  the  relief  to  foreign  shareholders,  but  for _ 1 
to  be  optional  on  the  part  of  the  company.  Ihe 
company  might  say : “we  think  the  whole  of  this 
relief  should  fall  to  the  general  body  of  shareholders 
—not  be  specifically  allocated  to  the  non-resident 
shareholders.  That  would  probably  have  the  effect 


of  stopping  it.  Of  course,  you  have  to  remember 
that  by  working  on  the  trade  group  principle  all 
these  things  are  averaged  over  the  whole  trade  group, 
and  incident  inequities  will  result  which  you  cannot 
avoid.  You  cannot  get  a fairly  correct  result  unless 
you  individualize  each  case,  which  is,  in  my  opinion, 
quite  impracticable. 

26.574.  I understand  in  effect  that  you  admit  this 
inequity,  but  you  do  not  think  it  is  important?  Not 
material.  There  is  inequity  and  has  been  inequity 
in  some  of  the  cases  where  the  Board  of  Referees 
have  made  orders  for  the  statutory  percentage  to  be 
increased.  As  between  individual  businesses  in  the 
same  trade  group  there  may  be  inequity,  but  the  fact 
that  all  of  them  in  some  measure  are  getting  some 
relief  rather  softens  the  asperity  of  that  inequity; 
they  feel  they  are  getting  something,  and  half  a loaf 
is  better  than  no  bread. 

26.575.  Mr.  Walker  Clark  : In  paragraph  6 you  say 
that  these  removals  have  already  taken  place  in  con- 
sequence of  the  rise  in  Income  Tax  ; and  in  paragraph 
7 you  say:  “ on  account  of  the  high  rate  of  tax  in 
this  country.”  Is  not  the  tax  in  Japan  and  America 
growing  ? — Y es,  certainly . 

26.576.  Is  it  not  a fact  that  the  tax  in  America  is 
higher  on  large  incomes  than  it  is  here? — Yes.  They 
do  not  tax  their  foreign  profits;  they  do  not  tax 
profits  made  outside  the  United  States. 

26.577.  In  what  cases?— In  a great  many  cases. 

26.578.  With  regard  to  the  inquiries  to  which  you 
referred  of  the  Portuguese  and  the  South  American 
companies  was  one  reason  lor  their  inquiry  as  to  the 
cost  of  establishing  business  here,  because  of  the  high 
rate  of  tax  in  their  own  country? — No,  nothing  what- 
ever to  do  with  that  at  all.  Because  they  have  got 
to  go  on  paying  taxes  in  their  own  country  just  the 
same.  That  has  nothing  to  do  with  it  at  all. 

26.579.  That  did  not  affect  the  question?— No. 

26.580.  The  representatives  of  the  Stock  Exchange 
have  given  evidence  here  that  it  is  very  desirable 
that  capital  should  be  attracted  to  this  country? — 
Yes. 

26.581.  That  capital  is  needed?— Yes. 

26.582.  And  they  rather  suggest  that  anything  in 
the  nature  of  giving  an  advantage  to  the  investment 
of  capital  abroad  is  disadvantageous.  Would  you 
agree  with  that?— When  they  say  capital  invested 
abroad,  I think  you  have  got  to  bear  this  m mind. 
Y'ou  have  to  distinguish  between  capital  which  is  con- 
trolled here,  and  other  capital.  I have  a good  deal  of 
knowledge  of  the  Stock  Exchange,  and  if  you  asked 
the  Stock  Exchange  representatives  whether  they  ob- 
jected to  the  control  here  of  capital  which  is  invested 
abroad,  and  the  market  for  which  is  therefore  m this 
country,  I do  not  think  they  would  object  to  that 
at  all ; they  would  rather  like  it;  but  what  they  object 
to  is  the  exportation  of  capital  abroad  which  is  going 
to  be  controlled  abroad.  That  is  what  they  want  to 

8 26,583.  Mr.  Walker  Clark : That  point  was  put  to 
them  very  plainly,  and  they  would  not  admit  it. 

26  584.  Mr.  Trotter : With  regard  to  the  moving  ot 
control,  you  have  referred  to  the  question  of  taxation 
on  reserves.  Besides  that,  another  consideration 
would  be,  would  it  not,  the  allowances  for  deprecia- 
tion?—Yes,  that  is  a very  substantial  point. 

26,585.  In  order  to  make  certain  of  retaining  the 
control  of  these  companies,  you  would  have  to  give  a 
series  of  reliefs?— No,  not  necessarily ; I do  not  agree 
with  that.  I think  that  all  those  points  have  to  he 
considered  from  a general  point  of  view,  not  only  for 
these  companies,  hut  for  all  companies.  The  Commis- 
sioners have  had  evidence  on  these  points  separately. 
But  what  X do  feel  is  that  the  whole  of  these  things, 
taken  together,  do  operate  very  much  to  induce  com- 
panies to  remove.  Mr.  McLintocii  asked  me  whether 
those  cases  of  removal  had  been  before  the  war.  They 
have  not,  in  those  specific  cases,  but  I know  other 
cases  before  the  war  which  were  wholly  due  to  Income 
Tax  and  nothing  else.  One  very  prominent  case  was 
the  Be  Beers,  of  coarse.  . 

26,686.  Mr.  Kerly : Be  Beers  was  never  an  Imglish 
company,  was  it?-They  paid  taxes  here,  I believe ; 

they  do  not  now.  -o 

26,587.  Sir  E.  Noti- Bower:  The  Be  Beers  Com- 
pany was  controlled  here?  Yes.  , . . 

^ 26,688.  I thought  it  was  registered  at  Kimberley? 
Yes  but  it  did  pay  tax  here,  and  then  it  changed 
’ 2 N 3 
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its  methods  and  no  longer  paid  tax.  The  Egyptian 
Hotels  case  is  another  one. 

26.589.  Mr.  TLerly : Will  you  allow  me  to  put  to  you 
two  alternative  propositions,  one  dealing  with  relief 
in  respect  of  dividends  to  foreigners,  and  the  other 
dealing  with  relief  in  respect  of  undistributed  profits 
as  far  as  they  might  be  considered  the  property  of 
foreign  shareholders.  Take  the  first  one.  Supposing 
we  had  something  in  this  form : where  the  business 
is  managed  or  controlled  here,  but  is  otherwise  carried 
on  abroad,  and  the  profits  earned  abroad,  the  tax 
chargeable  in  respect  of  so  much  of  its  profits  as  are 
distributed  in  dividends  to  non-resident  shareholders 
not  holding  the  shares  on  behalf  of  residents,  shall  be 
returnable  to  such  shareholders — or,  as  you  say,  to  the 
company.  That  is  the  first  form  of  the  proposition. 
The  second  form  is : where  a business  is  managed  or 
controlled  here,  but  its  profits  are  earned  abroad,  as 
before,  the  tax  chargeable  on  the  company  in  respect 
of  the  business  shall  be  reduced  in  the  ratio  of  the 
capita]  belonging  to  such  shareholders,  as  before,  to 
the  whole  capital? — I did  not  quite  follow  your  words 
“ as  before." 

26.590.  — shall  be  reduced  in  the  ratio  of  the  capital 
belonging  to  such  shareholders,  as  before — that  is  to 
say,  non-residents  not  holding  on  behalf  of  residents — 
to  the  whole  of  the  company.  Of  course,  you  would 
have  to  make  that  addition.  Those  are  alternative 
propositions,  are  they  not? — I believe  so.  I do  not 
myself  think  they  are  sufficient,  because  they  only 
seem  to  take  account  of  the  non-resident  shareholders. 
I have  no  particular  sympathy  with  the  non-resident 
shareholder  at  all;  I think  we  ought  to  look  at  it 
only  from  the  point  of  view  of  this  country.  The 
only  reason  that  the  non-resident  shareholder  has  to 
be  considered  at  all  is  because  if  he  is  not  considered, 
he  may  take  his  business  somewhere  else.  Otherwise 
there  is  no  particular  reason  why  he  should  have  a 
benefit  that  is  not  granted  to  a British  shareholder. 

26.591.  Pausing  there  for  a moment,  I thought  the. 
whole  trend  of  your  paper,  as  of  other  evidence  that 
we  have  had,  was  to  show  that  it  is  a very  real 
danger  to  this  country  that  businesses  carried  on 
abroad  but  controlled  here  might  be  taken  abroad, 
and  that  when  they  went  abroad  we  should  lose  in- 
cidental profits  which  are  earned  because  they  are 
controlled  here? — Quite. 

26.592.  And  the  end  in  view  was  to  prevent  such 
companies  having  their  control  taken  abroad? — Quite. 

26.593.  And  one  important  element  in  the  danger 
of  their  going  abroad  is  that  they  generally  have 
foreign  shareholders? — Quite. 

26.594.  They  may  have  a large  proportion  of  foreign 
shareholders  ? — Yes. 

26.595.  Now  you  say  that  my  two  propositions  do 
not  adequately  deal  with  the  case  you  have  in  mind. 
Will  you  just  give  me  your  comment  upon  them, 
from  that  point  of  view? — The  danger  that  I 
foresee  is  not  only  the  removal  of  the  control  where 
there  are  foreign  interests;  that  is,  of  course,  a direct 
cause  which,  if  the  foreign  interests  are  large,  will 
certainly  operate.  But  there  is  also  a considerable 
danger  of  the  control  being  removed  where  there  is 
not  a preponderance  of  foreign  shareholding,  and 
not  in  consequence  of  pressure  from  foreign  share- 
holding at  all;  because,  as  1 say,  there  are  a good 
many  cases  of  businesses  which  could  equally  well  be 
controlled  from  their  place  of  origin  or  where  the 
capital  is  domiciled.  There  are  certain  drawbacks  to 
it,  of  course  we  know.  For  instance,  directors  and 
managers  here  who  are  resident  here,  or  the  people 
who  are  responsible  for  the  control,  would  Lave  to 
migrate  elsewhere.  I am  quite  aware  that  in  a good 
many  cases,  they  do  not  want  to  do  so,  because  they 
prefer  to  be  in  this  country.  That  acts  as  a deterrent, 
but  it  will  act  as  a deterrent  only  to  a point,  and  it 
is  coming  to  the  point  when  it  is  no  longer  a suffi- 
cient deterrent.  There  are  many  cases  that  I have  in 
mind  where  it  would  be  perfectly  easy  for  the  control 
to  be  shifted;  there  is  no  reason  why  it  should  not  be 
shifted,  except  that  this  country  is  so  very  convenient 
for  the  control  of  international  trade.  It  is  a natural 
question,  a geographical  question. 

25.596.  The  addition  to  my  propositions  that  you 


desire  to  make,  seems  to  me  to  be  something  directed 
to  relieve  British  residents  drawing  an  income  from 
abroad  in  respect  of  that  income? — Well,  no.  There 
again  I do  not  want  to  give  relief  to  the  individual 
at  all;  I want  to  give  it  to  the  trade  group. 

26.597.  But  just  consider.  In  the  case  of  a busi- 
ness which  is  abroad,  you  cannot  tax  the  business; 
you  only  get  at  it  because  its  profits  come  to  residents  ? 
— You  mean  the  resident  might  be  a company,  an 
entity  ? 

26.598.  If  it  is  a company  domiciled  here,  the  busi- 
ness is  got  at  only  because  its  revenue  comes  to  a 
resident,  or  because  the  residents  are  controlling  it. 
Tt  is  one  or  the  other,  is  it  not? — You  can  put  it  in 
that  way,  if  you  like,  I quite  agree,  but  one  generally 
does  distinguish  between  a company  as  an  entity, 
and  the  individual  shareholders  composing  the  com- 
pany. I know  that  the  tax  point  of  view  is  that  in 
fact  the  tax  is  borne  by  all  the  shareholders  individu- 
ally, but  I think  that  from  every  practical  point  of 
view,  you  can  distinguish  between  the  tax  borne  by 
the  individual  shareholder,  the  Income  Tax  deducted 
from  his  dividends,  and  the  tax  borne  by  the  com- 
pany, which  is  in  a great  many  cases  very  much  more. 

26.599.  I suggest  to  you  that  you  cannot  go  beyond 
the  scope  of  the  two  propositions  that  I have  given 
you,  unless  you  are  prepared  to  release,  wholly  or 
in  part,  actual  residents  in  respect  of  their  foreign 
income? — Yes,  that  would  be  so,  in  that  way. 

26.600.  And  if  you  are  going  to  release  residents 
in  respect  of  income  from  abroad,  that  must  be  a 
general  provision? — I do  not  quite  see  why  it  should. 
You  mean  to  say  it  must  apply  to  other  sources  of 
income  than  trades? 

26.601.  Yes;  how  can  you  distinguish?  May  I just 
make  myself  plain?  A share  held  by  an  Englishman 
in  a French  company  is  foreign  property? — Yes. 

26.602.  Just  as  if  it  were  an  estate  held  in  France? 
— Yes. 

26.603.  How  can  you  distinguish  between  the  one 
and  the  other? — Because  the  one  is  controlled  here, 
and  the  other  is  not. 

26.604.  But  then  you  are  going  back  to  the  doctrine 
of  control  ? — No,  I am  not  going  back  to  the  doctrine 
of  control,  but  I am  going  back  to  control,  in  other 
words.  I want  to  see  as  much  business  controlled 
here  as  possible;  I want  to  encourage  it. 

26.605.  I thought  my  propositions  were  intended  to 
cover  the  whole  ground  where  taxation  depends  upon 
what  I will  call  residential  control? — I would  rather 
like  to  see  your  propositions  in  writing,  if  I might. 

26.606.  I understand  you  do  not  accept  these  two 
propositions  as  covering  the  whole  field,  but  so  far 
as  they  go,  they  involve  this : that  if  you  have  a 
business  which  is  partly  carried  on  here  and  partly 
canned  on  abroad,  disregarding  in  each  case  the  ele- 
ment of  control,  then  you  must  have  some  means  of 
distinguishing  how  much  of  the  profit  is  to  be  treated 
as  coming  from  the  business  carried  on  abroad? — Yes. 

26.607.  You  suggest  that  that  might  be  referred,  for 
groups  of  businesses,  to  some  Board  of  Referees? — 
Yes. 

26.608.  And  the  only  suggestion  I can  find  in  your 
paper  is  that  the  Board  of  Referees  should  be  left  to 
determine  the  principles  of  apportionment  according 
to  the  facts  of  any  class  of  trade? — Yes. 

26.609.  It  would  be  a very  difficult  matter,  would 
it  not? — Quite. 

26.610.  And  really  you  have  no  suggestion  to  make 
beyond  leaving  some  other  body  to  deal  with  particu- 
lar trades ; and  I suppose  you  would  say,  in  the  course 
of  dealing  with  the  circumstances  of  a series  of  trades, 
and  in  the  course  of  a number  of  years,  they  might 
formulate  principles  and  make  a body  which  would 
be  a general  guide? — Yes;  I do  not  think  it  would 
take  so  long  as  that. 

26.611.  Of  course  we  all  know  that  that  is  how. the 
Common  Law  grew  up ; it  took,  I think,  eight 
centuries? — It  did  not  take  the  Board  of  Referees 
eight  centuries  to  formulate  the  principles  under  the 
section  dealing  with  the  increase  of  statutory 
percentage. 

26.612.  Mr.  Kerly : We  are  mnch  obliged  to  you 
for  your  evidence. 
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Thuhsday,  4th  December,  1919. 


Present  : 

Mr.  KERLY  (in  the  Chair). 


Mr.  PRETYMAN. 

Sir  E.  E.  NOTT-BOWER. 

Sir  J.  S.  HARMOOD-BANNER. 
Sir  W.  TROWER. 

Mr.  HOLLAND-MARTIN. 

Mr.  BIRLEY. 

Mr.  WALKER  CLARK. 

Mr.  GRAHAM. 


Mrs.  KNOWLES. 

Mr,  MoLINTOCK. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 

Professor  PIGOTJ. 

Dr.  STAMP. 

Mr.  TROTTER. 


Mr.  H.  Bertram  Cox,  Solicitor  of  Inland  Revenue,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

Proof  of  evidence  of  H.  Bertram  Cox,  Solicitor  of 
Inland  Revenue,  on  the  subject  of  the  Income 
Tax  Acts. 

26.613.  (1)  The  Income  Tax  Act,  1918,  is  purely  a 
consolidating  Act.  It  embodied  in  a single  Statute 
the  provisions  of  the  numerous  Acts  since  1842. 
One  of  the  principal  objects  of  the  consolidation  Bill 
was  to  facilitate  that  general  consideration  of  Income 
Tax  law  by  the  Royal  Commission  which  is  at  present 
taking  place.  It  was  never  expected  that  the  Act 
would  be  enduring;  on  the  contrary,  it  was  expected 
that  the  deliberations  of  the  Royal  Commission 
would  lead  to  recommendations  which  would  be 
followed  by  considerable  reforms  to  be  embodied  in  an 
amending  Act.  It  was  further  anticipated  that  later 
still  the  Income  Tax  Act,  1918,  and  its  amendments 
would  be  embodied  in  a single  new  Statute,  which 
Statute  might  also,  as  far  as  practicable,  contain 
the  effect  of  much  of  the  existing  case  law. 

26.614.  (2)  I have  had  the  advantage  of  reading 
Mr.  Bremner’s  evidence  before  the  Royal  Commission, 
and  I should  like  to  say  at  once  that  as  to  a very 
great  number  of  the  points  raised  by  him  1 find 
myself  in  entire  agreement.  I quite  agree  that  much 
of  the  Statute  law  as  contained  in  the  consolidating 
Act  is  old,  confused  and  vague.  And  although  my 
experience  in  the  work  of  consolidation  has  taught 
me  how  difficult  it  is  to  dispense  entirely  even  with 
old,  confused  and  vague  language  if  it  has  formed 
the  basis  of  an  important  tax  for  a long  period,  1 
still  think  that  many  improvements  might  be  made. 
At  the  same  time  it  must  be  remembered  that  any 
new  Act  which  uses  terms  and  expressions  differing 
from  those  which  have  been  employed  during  the  best 
part  of  100  years,  and  which  have  become  familiar  to 
the  legal  world  and  the  taxpayer,  is  bound  to  give 
rise  to  a considerable  number  of  disputed  points. 
Litigation  by  no  means  entirely  depends  upon  the 
obscurity  of  the  phraseology  in  an  Act  of  Parliament. 
It  very  greatly  depends  upon  whether  a person  who 
considers  himself  over-taxed  has  a sufficient  motive 
for  questioning  the  meaning  of  the  Act.  It  is 
generally  possible  to  take  two  views  of  the  meaning 
of  even  a simple  sentence,  and  as  in  any  particular 
case  the  taxpayer  may  quite  reasonably  be  advised 
that  he  has  a fair  chance  of  establishing  a construction 
favourable  to  his  wishes,  he  will  certainly,  if  a large 
sum  of  money  depends  upon  whether  one  interpreta- 
tion or  the  other  is  correct,  be  likely  to  endeavour 
to  secure  from  a Court  the  interpretation  which  wil 
suit  him  best.  I do  not  deny  for  a moment  that  a 
fresh  and,  if  possible,  a more  simple  enactment  is 
desirable,  but  I am  confident  that  for  some  years 
litigation  on  points  of  Income  Tax  will  thereby  be 
very  largely  increased. 


26.615.  (3)  I also  agree  with  Mr.  Bremner  that  the 
arrangement  of  the  Act  might  be  improved.  The 
arrangement  proposed  by  him  is  substantially  the 
same  arrangement  as  was  found  in  the  draft  of  the 
Bill  presented  to  Parliament.  In  that  Bill,  m the 
forefront  of  the  draft,  were  placed  the  provisions  now- 
included  in  the  First  Schedule.  This  arrangement, 
however,  did  not  commend  itself  to  the  Joint  Select 
Committee  which  considered  the  Bill.  I do  not  think 
that  their  objection  was  so  much  to  the  arrangement 
as  to  the  inclusion  of  what  was  termed  a Schedule 
in  the  body  of  the  Act. 

26.616.  (4)  I agree  with  Mr.  Bremner  that  what  the 
taxpayer  wishes  first  and  foremost  to  know  is  (1)  on 
what  income  the  tax  is  imposed,  and  (2)  how  his 
assessable  income  is  to  be  computed.  It  is  clear,  as 
he  states,  that  the  task  of  giving  full  and  detailed 
information  on  these  points  in  an  Act  of  Parliament 
will  not  be  easy.  Indeed,  I feel  that  when  it  comes 
to  be  attempted  it  will  be  extremely  difficult  ihe 
complexity  of  the  subject  matter  with  which  the 
Statute  deals  is  the  principal  obstacle  to  minute 
treatment. 

26.617.  (5)  For  example,  Mr.  Bremner  suggests 
that,’  as  the  House  of  Lords  has  laid  down  on  more 
than  one  occasion  that  profit  and  gains  are  to  be 
ascertained  on  ordinary  principles  of  commercial 
trading,  that,  guiding  principle  might  be  incorporated 
in  the  Act.  I would  point  out,  however,  that  it  a 
specific  provision  to  this  effect  were  included  in  an 
Act  of  Parliament  there  is  no  limit  to  the  amount  ot 
litigation  that  might  arise. 

26  618.  (6)  It  has  been  suggested  that  an  attempt 
should  be  made  to  tell  the  taxpayer  in  plain  terms 
what  expenditure  he  is  entitled  to  take  into  con- 
sideration and  what  expenditure  he  may  not  include. 
This  would  obviously  be  very  difficult,  and  I doubt 
whether  it  could  possibly  be  satisfactory  since  it 
would  be  necessary  that  the  two  categories  should 
together  purport  to  be  exhaustive.  The  point  I have 
in  mind  will  be  best  appreciated  if  one  considers, 
for  example,  what  would  be  the  plain  terms  as  to 
expenditure  allowable  and  expenditure  not  allowable 
which  would  leave  no  doubt  as  to  the  basis  upon 
which  should  be  made,  respectively,  the  several 
returns  of  a pawnbroker,  a stockbroker,  a Lite 
Assurance  company  and  an  engineering  contractor. 

26  619.  (7)  Mr.  Bremner  suggests  that  the  word 
“business”  should  be  introduced  into  Schedule  D. 
The  object  in  view  is  apparently  to  bring  within  the 
charge  profits  which  arise  from  isolated  transactions 
and  not  in  the  course  of  a continuous  trade,  profession 
or  vocation.  I am  informed  that  large  sums  of  profits 
of  this  kind  now  unreasonably  escape  charge  to  tax; 
but  I am  inclined  to  think  that  the  point  would  be 
well  met  by  the  suggestions  which  I believe  the  Board 
of  Inland  Revenue  have  already  made  with  a view 
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to  the  inclusion  of  profits  other  than  annual  profits 
within  the  charge. 

26.620.  (8)  Mr.  Bremner  also  speaks  of  the  forms 
of  return,  and  I understand  that  other  witnesses  have 
laised  complaints  as  to  the  obscurity  and  complexity 
of  the  forms.  The  governing  consideration  is,  as 
Mi . Bremner  states,  that  the  forms  must  not  differ 
from  the  Act.  They  must,  of  course,  correspond  to 
the  Act,  and  any  improvement  in  the  Act  will,  of 
course,  reflect  itself  in  the  forms  as  it  ought  to  do. 

26.621.  (9)  Mr.  Bremner  has  suggested  that  the 
Schedules  should  be  simplified  and  re-arranged.  This 
might  very  well  be  done,  but  having  regard  to  the 
variety  of  the  subject  matter  which  must  be  dealt 
with  in  the  Schedules  and  dealt  with  in  detail,  the 
only  result  would  be,  it  seems  to  me,  to  increase  the 
number  of  sets  of  rules  under  a more  limited  number 
of  Schedules.  It  appears  to  be  a matter  of  taste 
whether  you  prefer  to  have  a small  number  of 
Schedules,  each  containing  a number  of  sets  of  rules 
or  a large  number  of  Schedules  and  a smaller  number 
of  sets  of  rules  within  each  Schedule.  There  is 
another  important  point  in  connection  with  the 
Schedules.  The  present  Schedules  were  devised  at  the 
time  when  deduction  at  the  source  was  instituted. 
The  arrangement  of  the  Schedules  is  an  arrangement 
by  reference  to  sources,  and  it  is  a natural  arrange- 
ment. In  Mr.  Bremner’s  suggested  arrangement  I 

ifc  wiU  be  found  that  the  sources  overlap  the 
different  Schedules.  For  example,  his  Schedule  A 
would  include  income  from  personal  property, 
whilst  his  Schedule  B includes  all  income  from 
trades  and  businesses.  It  would  accordingly 
seem  that  income  from  the  shares  held  by  an 
individual  in  an  industrial  company  might  fall  either 
under  his  Schedule  A or  his  Schedule  B.  I am 
in  agreement  with  Mr.  Bremner’s  suggestion  that  all 
employments  might  well  be  treated  on  the  same  basis, 
and  for  this  reason  I should  see  no  objection  to  trans- 
ferring all  employments  to  a single  Schedule.  Apart 
from  that  I do  not  see  any  important  ground  for 
disturbing  the  present  arrangement  of  the  sources  of 
income,  unless  it  were  decided  to  abolish  Schedule  B, 
and  unless  it  were  found  expedient  for  practical 
purposes  to  transfer  particular  sources  of  income  from 
one  of  the  present  Schedules  to  another,  as  for 
example,  Nos.  II  and  III  of  Schedule  A to 
Schedule  D. 

26.622. (10)  I quite  agree  that  Super-tax  should  be 
separately  dealt  with  as  it  now  is  by  the  Special 
Commissioners.  It  seems  to  me  quite  impossible,  so 
long  as  deduction  at  the  source  is  retained,  to  merge 
the  Super-tax  with  the  Income  Tax,  and  I quite  agree 
with  Mr.  Bremner  that  it  is  essential  to  retain 
deduction  of  tax  at  the  source. 

26.623.  (11)  With  regard  to  appeals,  I entirely 
agiee  that  sufficient  time  should  be  given  to  a person 
who  desires  to  appeal  for  him  to  give  his  notice  of 
appeal,  and  that  definite  times  should  be  fixed  for 
all  subsequent  stages  in  the  course  of  the  appeal, 
subject  to  extension  by  agreement  or  by  order  of  the 
Court. 

26.624.  (12;  I am  also  in  entire  agreement  with  Mr. 
Bremner  that  there  should  not  be  an  appeal  to  the 
High  Court  on  matters  of  fact.  With  regard,  how- 
ever, to  the  question  of  shorthand  notes,  I am  not 
fully  in  agreement  with  him.  I consider  that  if  the 
Court  were  at  liberty  to  refer  to  shorthand  notes 
there  would  be  a great  prolongation  of  the  argument 
in  cases  before  the  High  Court.  At  present,  if  a 
doubt  arises  as  to  the  statement  of  facts  it  is  always 
open  to  the  Court  to  refer  the  case  back  to  the  Com- 
missioners. I am,  however,  in  sympathy  with  Mr. 
Bremner’s  suggestion  that  a shorthand  note  of  the 
proceedings  before  Commissioners  would  frequently 
be  useful.  It  would  be  valuable,  because  it  would 
greatly  assist  the  ascertainment  of  the  facts,  for  the 
purposes  of  any  case  to  he  stated  by  the  Commis- 
sioners. If  it  were  decided  that  an  appellant  or  the 
Crown  should  have  the  option  of  requiring  a short- 
hand note  to  be  taken  of  what  passes  at  the  hearing 
of  an  appeal,  I consider  that  it  would  be  essential 
that  the  note  should  be  taken  on  behalf  of  the  Com- 
missioners having  jurisdiction  in  the  case  by  a short- 


hand writer  appointed  by  them,  and  that  copies  of 
the  note  should  be  available,  on  payment  of  a fee 
to  either  party  to  the  appeal.  A difficulty,  however’ 
would,  I think,  arise  in  some  of  the  small  country 
divisions  where  meetings  are  held  at  remote  places, 
and  where,  I think,  the  Commissioners  might  very 
much  dislike  that  a note  should  be  taken  of  their  pro- 
ceedings. This  might  be  overcome  by  giving  any 
body  of  General  Commissioners  the  power  to  decline 
to  allow  a shorthand  note  to  be  taken,  and  in  the 
event  of  their  so  declining,  giving  either  party  the 
right  to  have  the  appeal  removed  for  hearing  to  the 
Special  Commissioners  who  should  be  bound  to  allow 
the  taking  of  the  note. 

26,625.  (13)  With  regard  to  the  question  of  delay 
m repayment,  where  an  order  has  been  made  for 
repayment  by  some  competent  authority  under  the 
Act,  I can  only  say  that  so  far  as  my  experience 
goes  the  taxpayer  has  no  difficulty  in  recovering  the 
money  due  to  him.  I can  conceive  of  a case  where 
the  jurisdiction  of  Commissioners  to  make  the  order 
might  be  in  question,  and  in  consequence  delay  might 
arise,  and  perhaps  it  is  to  matters  of  this  kind  that 
Mr.  Bremner  refers,  but  I can  only  say  that  no  such 
cases  have  come  under  my  notice.  If  it  is  really 
necessary  to  deal  with  this  matter  1 agree  that  a 
summons  before  a Revenue  Judge  would  be  the  most 
satisfactory  way  of  dealing  with  the  difficulty. 

I hardly  think  that  Mr.  Bremner  can  be  referring 
to  claims  for  repayment  of  tax  on  the  ground  of 
smallness  of  income,  in  regard  to  which  there  is 
normally  no  dispute  as  to  the  title  to  relief.  Such 
claims  are  received  in  very  large  numbers  at  certain 
seasons  of  the  year,  and  any  delay  which  may  have 
occurred  in  particular  cases  at  times  of  great 
pressure,  especially  during  the  war  period,  has  been 
unavoidable.  I understand  that  official  evidence  has 
already  been  given  to  the  effect  that  the  Board  of 
Inland  Revenue  hope  to  ensure  speedy  repayment  in 
future  by  bringing  into  operation  a scheme  for  decen- 
tralization of  the  repayments  work. 

26.626.  (14)  I have  not  dealt  with  minor  incon- 
sistencies and  difficulties  which  occur  in  the  working 
of  the  present  Act,  because  they  are  obviously  such 
as  would  be  considered  by  the  Commissioners  of 
Inland  Revenue  when  discussing  the  terms  of  any 
draft  Bill  that  might  be  proposed  in  consequence  of 
the  Royal  Commission.  The  more  important  sugges- 
tions as  to  amendments  which  should  appear  in  any 
new  Act  have,  I understand,  formed  the  subject  of 
special  evidence-in-chief  given  by  various  official  wit- 
nesses, and  during  the  sittings  of  the  Commission  the 
attention  of  the  Commissioners  has  been  constantly 
drawn  to  various  points  with  regard  to  which  amend- 
ment is  desired.  Beyond  these  points  there  would 
undoubtedly  emerge  upon  a close  examination  of  the 
Act  many  other  points  of  less  importance  Avhere 
small  amendments  are  desirable,  and  where  simplifi- 
cations might  be  obtained.  All  these  points  would 
come  up  for  consideration  before  any  such  Drafting 
Committee  as  Mr.  Bremner  suggests,  but  they  are 
none  of  them  of  such  importance  as  to  entitle  me  to 
take  up  the  time  of  the  Commission  with  them. 

26.627.  (15)  I should  say,  however,  that  with 
regard  to  Question  15,970,  the  Revenue  authorities 
do  in  practice  sometimes  pay  the  costs  of  the  other 
side  in  a proper  test  case,  and  at  the  present  moment 
there  is  a case  pending  in  which  they  have  under- 
taken not  only  to  pay  the  costs  of  the  other  side  in 
an  appeal  to  the  House  of  Lords,  but  also  to  refrain 
from  asking  for  any  costs,  whether  in  the  House  of 
Lords,  or  in  the  Courts  below,  or  for  the  return  of 
any  costs  paid  by  the  Crown  during  the  couxse  of  the 
case. 

[This  concludes  the  evidence-in-chief .] 

26.628.  Mr.  Kerly : You  are  the  Solicitor  of  the 
Board  of  Inland  Revenue,  and  you  have  had  unri- 
valled experience,  of  course,  in  the  administration 
of  the  existing  Acts.  I suppose  it  is  inevitable  that 
any  man  who  has  learnt  to  work  a complicated  system 
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and  has  mastered  it  himself  should  take  a rather 
conservative  view? — Not  necessarily,  I hope. 

26.629.  I think  it  is  inevitable.  At  any  rate,  you 
have  not  any  very  startling — certainly  no  organic — 
changes  to  suggest  to  us  ? — Do  you  mean  in  the  exist- 
ing Act? 

26.630.  Yes. — No,  I do  not  think  I have.  There  is 
only  one  thing  I might  add,  possibly.  A great  deal 
has  been  said  about  the  arrangement.  I have  here 
a copy  of  the  Bill  as  it  was  presented  to  Parliament. 

26.631.  It  looks  the  sort  of  thing  which  one  might 
master  in  two  or  three  minutes  by  careful  attention? 

— No;  I would  only  say  this.  A great  deal  of 
criticism,  particularly  by  Mr.  Bremner,  has  been 
directed  to  the  point  that  the  arrangement  of  the 
Act  of  1918  is  not  in  his  view  satisfactory.  I am 
inclined  to  agree  with  that.  Before  the  Select  Com- 
mittee I did  my  best  to  maintain  the  arrangement 
which  the  original  Bill  had  adopted,  and  I still  think, 
with  all  deference  to  the  views  of  that  Committee, 
that  that  was  a better  arrangement.  It  is  very 
readily  seen  from  this  Bill  as  introduced,  and  1 
thought  that  if  possibly  it  might  be  of  use  to  the 
Committee,  I might  leave  a copy. 

26.632.  Has  your  Bill  a table  of  contents  at  the 
beginning  of  it? — It  has. 

26.633.  This  certainly  looks  a more  logical  arrange- 
ment?— The  object  of  that  arrangement  was  to  put 
it  from  the  point  of  view  of  the  general  taxpayer; 
to  put  in  the  forefront  what  he  himself  is  most  con- 
cerned with;  that  is  to  say,  first,  the  amount  of  tax 
which  he  would  have  to  pay,  and  secondly,  the 
exemptions,  abatements  and  reliefs  which  he  might 
be  entitled  to  get.  After  that  we  consider  that  he 
would  not  be  very  much  troubled  except  as  regards 
assessment  and  appeal;  and  you  will  see  that  order, 

I think,  is  generally  followed. 

26.634.  I should  be  inclined  myself  to  suggest  that 
the  arrangement  is  not  so  much  a question  for  the 
individual  taxpayer.  No  ordinary  member  of  the 
community  could  make  head  or  tail  of  any  compli- 
cated Act  of  Parliament.  He  goes  to  his  solicitor  or 
to  some  other  adviser,  and  it  is  the  inexpert  profes- 
sional with  whom  one  has  to  deal,  and  an  arrange- 
ment which  is  very  difficult  for  him  to  follow  is  an 
inefficient  arrangement? — I agree,  but  I think  still 
that  that  arrangement  in  the  Bill  that  you  have 
before  you,  from  that  point  of  view,  is  preferable  to 
the  arrangement  in  the  Act  of  1918. 

26.635.  It  looks  so,  but  I have  only  one  suggestion 
to  make  to  you  upon  that.  There  are  two  great  diffi- 
culties in  introducing  any  general  principles  into  an 
Act  of  this  character.  The  first  is  the  necessity  of 
the  draftsman  to  make  up  his  own  mind  as  to  what 
he  wants.  The  next  is  to  choose  an  expression  for 
the  particular  case,  which  will  be  clear,  plain  to  the 
people  to  whom  it  is  addressed,  and  accurate  so  as  to 
cover  what  is  intended,  and  nothing  else.  Those,  of 
course,  are  obvious  principles.  In  an  Act  of  this 
kind  it  is  exceedingly  difficult  to  do  not  only  the 
second,  but  also  the  first? — Exactly. 

26.636.  So  far  as  I have  been  able  to  follow  the 
matter,  no  draftsman  or  drafting  body  has  yet 
directed  his  attention  to  making  up  his  mind  as  to 
"'hat  the  real  ambit  of  the  tax  is  intended  to  be.  It 
has  been  dealt  with  from  this  corner  and  that  corner, 
and  with  a revision  here  and  a curtailment  there, 
but  no  attempt  has  been  made  to  formulate  a general 
definition  as  to  what  is  the  subject  exactly.  Would 
you  agree  with  that? — To  a certain  extent  I do. 
The  subject  admittedly  is  a most  complicated  and 
difficult  one ; and  the  fact  that  from  year  to  year  you 
have  a Finance  Act  which  enables  you  to  close  doors 
and  stop  holes  and  give  reliefs  that  the  public 
demand,  has  naturally  tended  to  make  a very  con- 
fused fasciculus  of  sections;  I can  call  it  nothing 
else.  But  the  object  of  the  Act  of  1918  (at  least  my 
object  in  attempting  the  work  of  consolidation)  was 
to  put  together  the  things  which  before  you  found 
in  57  different  Acts  of  Parliament.  You  could  not 
see  the  wood  for  the  trees.  I think  the  effect  of  that 
Act  has  been  to  accentuate  the  point  of  view  which 


you  take,  but  at  the  same  time  to  make  it  more  easy 
to  provide  a remedy. 

26.637.  Personally  I entirely  agree.  Whether  you 
embody  your  consolidation  into  an  Act  of  Parliament 
or  not,  it  was  a necessary  step  first  to  consolidate 
the  existing  law?— It  was  absolutely  impossible,  I 
think,  for  anybody  to  contemplate  a large  scheme 
of  improvement  without  being  able  to  see,  as  far  as 
you  could,  concisely  what  the  existing  law  was. 

26.638.  Do  you  agree  with  Mr.  Bremner’s  sugges- 
tion that  while  this  Commission  might  consider  and 
perhaps  report  upon  the  general  lines  of  the  charging 
sections,  as  it  is  obviously  impossible  for  them  to 
prepare  a draft  even  of  the  main  sections,  that 
matter  ought  to  be  referred  to  people  who  are 
specially  competent  for  the  work? — I entirely  agree. 

26.639.  I think  he  suggested  Lord  Wrenbury  as  a 
proper  chairman? — Subject  to  this:  that  I think 
the  actual  drafting  possibly  under  the  supervision  of 
some  such  Committee  as  Mr.  Bremner  suggests, 
should  be  done,  as  usual,  by  the  Parliamentary 
Counsel. 

26.640.  They  would  naturally  prepare  the  draft? — 
Yes. 

26.641.  Upon  the  method  of  drafting  what  do  you 
say  to  the  suggestion  that  the  method'  of  introducing 
samples  should  be  adopted?  You  are  quite  familiar 
with  it,  no  doubt,  in  the  Indian  Acte  ? — In  the  Indian 
legislation  it  is  quite  common.  In  English  legislation, 
as  far  as  I am  aware,  it  has  never  been  adopted  at 
all. 

26.642.  What  about  the  Sale  of  Goods  Act? — Yes, 
in  the  Sale  of  Goods  Act.  That  was  Sir  Mackenzie 
Chalmers’  Act.  He  is  the  only  draftsman  who  ever 
suggested  that  in  England. 

26.643.  It  was  Lord  Macaulay’s  suggestion,  was  it 
not? — It  originally  rose  in  Lord  Macaulay’s  draft  of 
the  Indian  Penal  Bill,  years  ago,  and  it  was  followed 
by  Sir  James  Stephen’s  draft,  I think,  and  then  you 
find  in  all  Sir  James  Stephen’s  books,  like  his  book 
on  the  Law  of  Evidence  or  his  book  on  the  Criminal 
Law,  that  principle  is  adopted. 

26.644.  What  is  your  view  from  your  acquaintance 
with  this  subject?  Is  not  the  Income  Tax  a singularly 
suitable  subject  to  be  dealt  with  in  that  way? — I am 
not  so  sure  about  that.  The  difficulty  of  the  Income 
Tax  law,  and  particularly  the  difficulty  of  deductions, 
arises  not  only  from  the  complexity  of  the  Act  itself 
(which  must  be  complex),  bur  from  the  enormously 
varied  subject  matter  with  which  it  deals.  For 
instance,  the  deductions  that  you  would  allow,  we 
will  say,  to  one  trader  would  be  different  from  the 
deductions  that  you  would  have  to  allow  to  another. 

I think  what  you  would  have  to  attempt  in  your 
illustrations  would  be  a sort  of  general  statement  of 
deductions:  He  may  deduct  (a),  he  may  deduct  (6), 
he  may  not  deduct  (c) ; but  if  you  were  to  go  very 
specifically  into  it  I think  you  would  find  you  would 
have  a very  large  set  of  examples  to  introduce,  and 
you  would  probably  omit  a great  many  of  the  examples 
that  you  would  like  to  introduce.  Of  course,  it  would 
be  possible  to  introduce  those  examples  by  subsequent 
legislation,  if  desired,  and  in  time  you  might  get 
possibly  an  exhaustive  list  of  deductions  suitable  to 
all  trades  and  employments.  But  at  the  start  you 
would  risk,  1 think,  missing  out  things  that  you  would 
like  afterwards  to  have  put  in. 

26.645.  I am  not  suggesting  that  you  should  intro 
duce  exhaustive  lists;  it  is  the  very  thing  I wish  to 
avoid.  You  must  begin  by  a general  definition, 
according  to  the  plan  1 am  suggesting,  and  then  give 
illustrative  examples  to  indicate  the  meaning  of  the 
language  which  you  are  using  in  your  definition? — 
Yes;  that  is  following  the  precedent  of  the  Indian 
Acts  closely. 

26.646.  1 wanted  to  take,  by  way  of  example,  one 
of  these  very  numerous  communications  that  we  have 
received  from  the  Inland  Revenue,  where  a paper 
actually  tabulates  something  like  15  different  cases 
upon  which  questions  have  arisen.  Here,  for  instance, 
is  a memorandum  by  the  Board  of  Inland  Revenue 
which  deals  with  suggestions  made  by  public  witnesses 
as  to  expenses  which  might  or  might  not  be  allowed 
as  deductions  in  arriving  at  assessable  income. 
[Sec  Appendix  No.  63.]  Wo  have  a list  running 
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from  (a)  to  (p) ; preliminary  expenses  of  a company, 
costs  of  removal,  subscriptions  to  trade  associations, 
etc.  Supposing  you  have  a general  provision  that 
charges  necessary  to  produce  the  revenue  by  tax 
are  to  be  allowed;  then  if  you  could  illustrate  that 
by  saying,  for  instance,  such  a thing  is  a charge 
and  such  a thing  is  not  a charge  within  the  meaning 
of  the  definition,  that  would  make  it  a great  deal 
plainer,  would  it  not? — Yes,  I think  that  would  be 
very  useful  if  it  oould  be  done. 

26.647.  Then  in  your  paragraph  No.  4 you  point 
out  that,  the  subject  matter  being  complex,  the 
Statute  is  necessarily  complicated  also.  In  your 
paragraph  5 you  suggest  that  any  attempt  to  intro- 
duce definitions  of  a general  and  inclusive  character 
would  lead  to  a great  deal  of  litigation? — Yes. 

26.648.  That  would  be  the  cost  that  would  be  paid 
for  any  attempt  radically  to  amend  the  law,  would 
it  not? — It  would. 

26.649.  Of  course,  every  lawyer  is  familiar  with  the 
fact  that  what  may  appear  at  first  sight  to  be  a 
generally  expressed  and  simple  definition  often 
involves  great  ambiguity? — Yes. 

26.650.  As  an  example,  have  you  had  any  experi- 
ence of  the  present  Copyright  Act? — No,  I have  not 
had  to  deal  with  that  at  all. 

26.651.  It  is  an  example,  perhaps  I may  suggest 
to  you,  to  be  avoided.  An  attempt  was  made  to  give 
a literary  form  to  the  Act  because  it  was  the  Copy- 
right Act;  and,  according  to  my  experience,  very 
few  lawyers  have  succeeded  in  finding  out  what  it 
means.  So  that  is  an  example  to  be  avoided? — Of 
course  it  is  always  desirable  as  far  as  possible  to 
keep  to  the  forms  of  expression  and  terms  which  are 
familiar. 

26.652.  Which  have  become  traditional  in  the  par- 
ticular context? — Yes. 

26.653.  But  one  must  not  be  frightened  because 
litigation  would  necessarily  follow  upon  any  substan- 
tial improvement  of  the  Act? — No ; I was  only  point- 
ing out  that  certainly  for  a time — one  cannot  say 
how  long — there  would  be  a batch  of  cases  going  up 
through  the  Courts,  probably  to  the  House  of  Lords, 
to  determine  doubtful  points.  That,  as  you  say,  is 
a risk  which  has  to  be  run,  and  I for  one  should  not 
be  at  all  disposed  to  say,  “ do  not  amend,  because 
that  risk  would  be  incurred  ” ; on  the  contrary. 

26.654.  May  I recall  your  attention  to  a case  where 
the  topic  had  been  well  worked  out  in  the  Courts, 
and  a consolidating  Act  was  singularly  successful, 
and  led  to  very  little  litigation,  that  is,  the  Bills  of 
Exchange  Act? — Yes.  May  I say,  as  regards  the 
Bills  of  Exchange  Act,  that  was  a most  exceptional 
and  valuable  Act  in  many  ways,  but  it  was  a con- 
solidation, so  to  speak,  of  case  law  rather  than  of 
Statute  law.  The  number  of  Statutes  that  were 
consolidated  in  that  Act  was  small  as  compared  with 
the  vast  number  of  cases  on  which  the  commercial 
law  of  bills  of  exchange  had  been  founded,  which 
was  embodied  in  the  consolidating  Bill. 

26.655.  Mr.  Marks-.  Can  you  give  us  any  idea  of 
what  proportion  of  case  law  and  what  proportion  of 
Statute  law  as  included  in  the  present  Income  Tax 
system? — I should  sav  the  probability  is  that  there 
is  more  Statute  law  than  case  law. 

26.656.  There  must  be  an  enormous  quantity  of 
case  law,  must  there  not? — There  is  an  enormous 
quantity  of  case  law,  but  there  is  also  an  enormous 
quantity  of  Statute  law.  It  would  be  very  difficult 
to  say  which  preponderates. 

26.657.  Mr.  Kerly : If  we  look  at  the  familiar 
book,  Dowell,  suppose  we  say  that  the  case  law  is  as 
three  to  one  of  the  Statute  law ; numerous  as  the 
sections  are,  would  that  be  about  it? — It  depends  on 
how  the  case  law  is  stated  in  a book.  It  is  possible 
to  state  case  law  very  briefly,  and  it  is  possible  to 
set  it  out  fully,  and  that  gives  an  exaggerated  idea 
of  the  amount  of  case  law  that  there  is. 

26.658.  That  would  be  an  approximate  answer  to 
the  question  that  Mr.  Geoffrey  Marks  was  asking 
you? — Yes,  I think  it  would. 

26.659.  I want  to  ask  you  one  question  about  your 
last  paragraph.  You  are  dealing  with  the  suggestion 
that  it  is  a great  hardship  upon  litigants  that  the 


law  should  be  settled,  particularly  in  a revenue  case 
at  his  expense? — Yes. 

26.660.  And,  of  course,  you  include  at  his  risk? 

Yes. 

26.661.  And  if  it  is  taken  to  the  Court  of  Appeal, 
and  ultimately  to  the  House  of  Lords,  he  is  quite 
unable  in  anticipation  to  estimate  what  his  ultimate 
risk  is  going  to  be? — Yes. 

26.662.  What  do  you  say  to  the  suggestion  that 
wherever  the  Inland  Revenue  appeals  it  should  get 
no  oosts,  and  it  should  pay  costs  if  the  Court  in  its 
discretion  thought  fit  so  to  order? — Do  you  mean 
that  the  Inland  Revenue  should  never  get  any  costs 
if  they  win,  but  should  pay  if  they  lose? 

26.663.  Where  they  appeal;  I am  limiting  it  to 
that.  Having  got  a decision  against  them,  if  the 
Inland  Revenue  appeal  they  should  never  get  costs? 
— No,  I do  not  think  I should  agree  to  that  at  all. 

26.664.  Why  not?— Because  1 think  it  would  be 
putting  an  undue  burden  on  the  taxpayer.  It  is  not 
ultimately  the  Inland  Revenue  people  who  pay;  it 
is  the  general  body  of  taxpayers  who  pay.  I am  sure 
any  gentleman  here  who  has  practised  in  the  Courts 
will  know  that  you  may  get  a decision  of  a Judge 
that  you  feel  bound  to  take  up.  For  instance,  it 
might  be  a case  where  the  Revenue  Judge  had  lost 
the  Crown  an  enormous  quantity  of  duty  by  a 
decision,  and  the  Chancellor  of  the  Exchequer,  or 
anybody,  might  say,  “ we  have  either  got  to  do  one 
thing  or  the  other : we  have  to  prove  this  case  wrong 
or  we  have  to  alter  the  law.”  I do  not  know  that  he 
would  feel  justified  in  saying  to  the  House  of  Com- 
mons: “ I want  to  alter  the  law  on  this  point.  The 
decision  is  against  me.  ’ ’ They  might  very  well  say : 
“ Why  did  you  not  take  the  case  up?  ” 

26.665.  Quite  so.  But  why  not?  One  public  official, 
a judge,  doing  his  best,  has  made  a mistake.  Why 
should  not  the  public  generally  pay  for  that  instead 
of  throwing  it  upon  the  particular  litigant? — Well, 
there  are  litigants  and  litigants,  you  know. 

26.666.  Yes,  I know,  but  I am  speaking  of  a suc- 
cessful litigant.  If  the  litigant  chooses  to  appeal 
when  the  judge  has  decided  against  him,  it  seems 
to  me  reasonable  that  he  should  do  that  at  his  own 
expense,  but  where  he  is  fighting  the  Crown — that  is, 
the  general  community,  as  you  properly  say — why 
should  he  be  put  to  the  risk  when  already  the  judge 
of  first  instance  has  decided  in  his  favour? — I should 
not  object  personally  in  the  very  least;  it  is  not 
really  a legal  question;  it  is  a political  question. 
It  is  not  for  me;  it  is  for  the  politicians.  Personally 
it  is  absolutely  immaterial  to  me,  as  conducting  cases 
for  the  Crown,  whether  I pay  costs  or  whether  I 
do  not. 

26.667.  Yes,  we  assume  that;  but  you  must  have 
had  a great  many  hard  cases  brought  under  your 
notice? — No,  not  many.  I do  not  think  I have  had 
many  hard  cases.  The  case  that  I allude  to  here  is 
a case  of  immense  importance  to  the  Revenue.  It 
is  an  Irish  case.  There  is  no  harm  in  mentioning 
the  name,  because  it  has  been  in  the  Courts.  It  is 
the  case  of  the  Rotunda  Hospital,  as  to  whether  they 
are  rightly  assessed  to  Income  Tax  under  Schedule  D 
on  the  ground  that  they  are  carrying  on  a business. 
The  Crown  has  had  one  judge  in  its  favour  in  each 
of  the  Courts  below,  and  the  other  judges  against  it. 
It  is  a case  in  which  the  Rotunda  Hospital  said:  “ It 
is  very  hard  that,  when  we  have  won  in  the  Courts 
below,  you  should  take  us  up  to  the  higher  Court, 
and  we  may  possibly  have  to  pay  the  costB.”  The 
Crown  said : “ You  shall  not  be  put  to  any  expense.” 

26.668.  May  I put  it  in  this  way : that  in  a very 
exceptional  test  case  the  Board  of  Inland  Revenue  has 
itself  thought  right  to  guarantee  the  taxpayer  against 
the  cost  of  litigation? — Yes,  but  not  on  the  ground 
that  it  is  an  exceptional  test  case,  but  on  the  ground 
of  the  poverty  of  the  appellant.  Here  we  are  dealing 
with  a hospital  which  is  doing  good  work,  and  the 
funds  of  which  we  could  not  wish  to  deplete.  But  I 
can  imagine  the  Board  taking  quite  a different 
course  if,  for  instance,  it  was  the  Bank  of  England, 
or  somebody  of  that  sort,  who  was  perfectly  able  to 
pay,  who  was  taking  a case  up  to  the  House  of 
Lords.  Supposing  a very  rich  merchant  in  the  City 
brought  the  case  and  won  it  in  the  first  Court,  and 
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thereupon  the  Board  thought  fit  to  take  it  to  the 
Court  of  Appeal,  though  it  is  no  business  of  mine, 
I personally  should  hesitate  to  say  that  that  man, 
who  is  a very  rich  man  and  can  afford  to  pay,  should 
have  his  oosts  paid  at  the  expense  of  the  taxpayer. 
But  it  is  a matter  of  opinion,  of  course. 

26,069.  Sir  J.  ILarnwod-Bunner : In  paragraph  9 
of  your  paper,  which  is  on  the  question  or  consolidat- 
ing the  Schedules,  I see  you  rather  state  that  it  was 
either  a case  of  consolidating  Schedules  and  having 
a larger  number  of  rules,  or  of  keeping  the  Schedules 
as  they  are  and  having  a smaller  number  of  rules? 
— Yes. 

26.670.  Have  you  a very  strong  opinion  about  that? 
Do  you  not  think  it  would  increase  the  pleasure  of 
the  taxpayer  if  lie  had  all  his  various  profits  brought 
under  one  Schedule  and  had  fewer  notices  and  fewer 
objections  and'  complaints  to  deal  with? — 1 am  not 
sure  that  it  would  have  that  result.  I do  not  object 
to  any  division  whatever  of  the  heads — I will  not  call 
them  Schedules,  because  they  are  really  heads  or 
categories  or  classes— under  which  you  assess  revenue. 
All  1 mean  is  that  it  is  essential  in  every  Act  that 
those  heads  should  be  mutually  exclusive,  and  should 
not  overlap  in  any  way,  that  there  should  be  no  over- 
lapping of  classes;  and  then,  subject  to  that,  make 
them  as  few  as  ever  they  please.  But  when  you  come 
to  deal  with  what  arises  under  the  classes,  then, 
inasmuch  as  you  have  embodied  in  one  class  what 
formerly  was  in  two  or  three,  we  will  say,  and  each 
of  those  two  or  three  sub-divisions  has,  and  must 
have,  rules  of  its  own  to  carry  out  what  they  are 
meant  to  do,  that  means  -that  you  must  have  a larger 
number  of  rules.  But  it  is  purely  a matter  of  taste, 
it  seems  to  me.  Personally  1 think  I should  prefer  to 
have  as  few  categories  and  classes  as  possible,  provided 
they  do  not  overlap.  I should  prefer  to  have  few 
categories  rather  than  many;  but  bear  in  mind  that 
if  you  have  fewer  categories,  inasmuch  as  you  have 
lumped  a great  deal  into  one  category  which  was  not 
there  before,  you  must  bring  in  more  rules. 

26.671.  With  regard  to  Schedules  E and  D,  in  the 
case  of  a man  who  receives  profits  in  the  shape  of 
directors’  fees  and  profits  from  other  sources,  those 
might  very  well  be  brought  into  one? — Personally  I 
should  see  no  objection.  Of  course,  people  who  are 
more  experienced  than  I am  in  the  administration 
might  have  views  about  it,  but  I should  see  no  obien- 
tion  myself. 

26.672.  Then  in  the  paragraph  10,  I see  you  have 
strong  views  about  any  question  of  creating  a sort 
of  classified  tax  to  deal  with  a rate  varied  according 
to  a man's  income,  on  the  ground  that  it  would 
raise  difficulties  with  regard'  to  taxation  at  the 
source? — Yes. 

26.673.  Is  that  because  of  the  convenience  to  the 
taxing  authorities  or  the  convenience  to  the  tax- 
payer?— Personally  I should  say  it  was  to  the  con- 
venience of  both. 

26.674.  If  a classified  tax  could  be  made  which 
would  bring  about  the  same  result  varying  according 
to  the  taxpayer’s  income  when  once  you  had  found 
that  he  came  under  the  list  of  Super-tax  payers,  you 
do  not  think  that  would  increase  the  facility  with 
which  the  taxpayer  could  make  up  his  account?— -I 
am  not  familiar  enough  with  the  ordinary  practice 
of  a trader  in  making  up  his  accounts,  to  give  a very 
useful  reply.  From  my  own  personal  point  of  view 
I should  much  rather  be  taxed  at  the  source  than 
have  to  make  a return  under  Schedule  D ; and  I may 
say  that  I am  considerably  annoyed  to  find  that 
certain  investments  which  the  Government  have 
requested  us  to  make  have  been  taxed  under  Schedule 
D when  I thought  that  there  would  have  been  de- 
duction at  the  source. 

26.675.  Would  you  be  surprised  to  know  that  the 
taxpayer  would  prefer  to  have  a tax  which  would  be 
settled  upon  the  basis  that  he  was  a Super-tax  payer 
and  which  varied  according  to  the  difference  in  his 
income  between  £2,500,  say,  up  to  £100,000? — I do 
not  think  I quite  follow  your  question. 

26.676.  Would  you  be  surprised  if  it  was  the 
opinion  of  a great  many  Super-tax  payers  that  they 
would  find  great  simplicity  if  they  could  have  their 
effective  rate  levied,  according  to  the  amount  on 


which  they  were  assessable  in  one  amount  by  taxation 
at  the  source? — If  that  could  be  done  I have  no  doubt 
it  would  be  very  convenient,  but  as  far  as  I am  con- 
cerned, I should  imagine  there  might  be  practical 
difficulties  in  carrying  it  out. 

26.677.  There  would  undoubtedly  be  difficulties  with 
the  Revenue  authorities;  it  would  create  difficulties 
for  them,  but  I was  rather  looking  at  the  taxpayer  s 
point  of  view.  If,  for  instance,  he  knew  that  when 
fie  had  £100,000  he  had  to  pay  10s.  or  11s.  in  the  £ 
on  all  his  income  he  would  find  it  much  easier  to 
make  up  his  account*  adjusting  his  taxation  from  the 
source,  and  then  paying  on  that  amount,  than  in  the 
way  by  which  he  now  has  to  make  up  all  sorts  of 
difficult  accounts,  and  the  amount  being  varied  as 
between  £2,500,  £4,000,  £5,000,  £10,000,  and  upwards  ? 
— I agree  that  on  the  face  of  it  that  seems  a very 
much  more  simple  and  desirable  method  of  procedure, 
but  I have  an  uneasy  suspicion  that  if  it  came  to 
be  worked  out  in  practice  it  would  not  be  found  so 
simple  as  it  looks.  But  that  is  a matter  which  really 
is  for  the  experts  who  levy  taxation,  and  not  a legal 
man’s  matter. 

26.678.  Mr.  McLintock : In  your  second  paragraph 
you  suggest  that  a more  simple  enactment  is  desirable, 
but  you  are  confident  that  litigation  wall  be  increased 
if  you  have  such  an  enactment? — Yes. 

26.679.  Mr.  Kerly : For  some  years? 

26.680.  Mr.  McLintock : For  some  years.  In  other 
words,  your  view  is  that  all  the  decisions  that  have 
been  based  on  the  existing  Acts,  which  are  70  or  80 
years  old,  would  mean  a fresh  crop  of  definitions  of 
the  new-  simple  language  to  be  introduced? — It  de- 
pends on  the  phraseology  you  use.  No  litigation,  I 
imagine,  will  be  likely  to  arise  on  the  Act  of  1918, 
because  the  exact  terms  and  the  exact  phrases  that 
have  been  employed  in  the  old  Acts  are  there  repro- 
duced verbatim,  and  we  were  most  careful,  and  the 
Committee  was  most  careful,  not  to  alter  that.  But 
if  you  are  going  to  discard  phrases,  which  I agree  are 
in  some  instances  quite  archaic,  and  which  you  would 
not  think  of  putting  into  a Statute  nowadays — if  you 
discard  those  phrases  on  which  decisions  have  been 
given  which  have  resulted  in  making  those  phrases 
absolutely  clear  (at  the  cost  of  litigation),  and  adopt 
new  phrases,  however  clear  in  themselves,  then  I am 
afraid — in  fact  I am  certain — that  it  may  giv“e  rise  to 
a very  great  deal  of  litigation  as  to  the  meaning  of 
those  new  phrases.  I do  not  say  that  that  is  a dis- 
advantage ; I think  it  is  a risk,  as  Mr.  Kerly  put  to 
me,  that  you  must  be  prepared  to  run  for  the  sake 
of  getting  something  better. 

26.681.  Mr.  Kerly : I said  the  cost  of  getting  some- 
thing better? — Yes;  it  is  the  cost  you  must  pay  for 
getting  something  better:  at  the  same  time,  it  will 
occur  undoubtedly. 

26.682.  Mr.  McLintock : You  think  such  a change 
is  one  which  deserves  very  serious  consideration? — I 
do  not  say  in  the  least  that  it  is  undesirable,  but  I 
thought  it  my  duty  to  point  out  the  fact  that  it  would 
give  rise  to  litigation,  and  then  very  likely  people  may 
complain  when  the  new  Act,  which  may  be  really  a 
very  much  better  Act  than  has  ever  been  seen  before, 
is  in  operation : ‘ ‘ Oh,  look  at  the  amount  of  litigation 
there  is  under  this  Act.”  That  would  be  inevitable, 
but  it  would  be  worth  it. 

26.683.  You  are  aware  that  a great  point  has  been 
made  that  the  taxpayer  wants  to  have  put  in  some 
simple  words  to  define  what  are  profits  and  what 
are  deductible  expenses? — Yes. 

26.684.  Is  it  your  view  that  it  would  mean  a serious 
loss  to  the  Revenue  if  you  were  to  attempt  to  define 
“ taxable  profits  ” too  exactly? — I should  imagine  it 
would  cause  the  greatest  possible  amount  of  litigation. 
I can  imagine  no  case  in  which  the  views  of  the  tax- 
payer and  the  views  of  the  Revenue  would  be  less 
likely  to  coincide. 

26.685.  We  have  had  it  before  us  very  often  the 
question  what  is  the  true  commercial  profit? — Yes, 
the  question  is  to  ascertain  that. 

26.686.  You  would  not  like  to  frame  a section  to 
define  that  beyond  all  possible  doubt? — I should  be 
quite  prepared,  if  I was  told  to  do  so.  I should  do 
it  with  reluctance,  but  I should  do  my  best  with  it ; 
but  I am  quite  certain  that  there  would  be  a great 
deal  of  litigation  on  the  point  afterwards. 


1322 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


4 December , 1919.] 


Mr.  H.  Bertram  Cox. 


[ Continued . 


26.687.  You  have  two  views,  I take  it:  first  that 
the  State  would  probably  lose  by  any  such  definition, 
either  as  regards  profits  or  deductible  expenses  being 
carefully  defined ; and  in  the  second  place,  that  it 
would  lead  to  a lot  of  litigation? — Yes. 

26.688.  In  paragraph  12,  you  deal  with  the  proceed- 
ings before  the  Commissioners.  You  seem  to  be  rather 
against  the  taking  of  a shorthand  note? — No,  I am 
not  against  the  taking  of  a shorthand  note.  I should 
like  to  explain  that.  I think  the  taking  of  a short- 
hand note  would  be  very  useful  for  the  purposes  of 
the  Special  Commissioners  or  the  General  Commis- 
sioners to  decide  a case.  Very  often*  in  my  ex- 
perience, a question  arises  as  to  whether  or  not  a 
certain  fact  was  proved  before  the  General  Commis- 
sioners. Y'ou  see,  a case  is  asked  to  be  stated,  and 
the  Special  Commissioners  state  the  case,  and  then 
one  of  the  parties  says:  “but  they  have  left  out 
something  that  we  proved  before  them,  which 
materially  alters  the  situation/’  Then  the  other 
party  says:  “oh  no,  no  evidence  of  that  kind  was 
given  at  all.”  If  you  had  a shorthand  note — not 
taken  by  one  of  the  parties,  but  taken  by  the  Order 
of  the  Court  at  the  sitting,  and  a shorthand  note 
which  is,  so  to  speak,  the  property  of  the  Court — you 
would  be  able  to  put  right  a point  like  that  at  once. 
There  the  shorthand  note  would  be  exceedingly 
useful ; but  I am  entirely  opposed  to  letting  the 
Revenue  Judge,  who  tries  the  case  after  the  Com- 
missioners have  sent  the  special  case  up,  have  any- 
thing to  do  with  that  shorthand  note.  The  method 
of  trying  appeals  on  Income  Tax  is  that  every  case 
is  brought  up  by  a special  case.  The  case  sets  out 
the  facts  as  found  by  the  Commissioners ; they  are  the 
judges  of  fact;  and  it  has  been  laid  down  by  the 
Courts,  again  and  again,  that  they  are  the  judges  of 
fact;  and  unless  the  Court  can  say  there  was  no 
evidence  on  which  they  could  have  found  as  they  did, 
they  will  not  interfere,  and  that  the  special  case  ought 
to  be  decided  as  a pure  point  of  law  on  the  facts  found 
by  the  Commissioners,  quite  apart  from  any  short- 
hand notes  or  evidence  of  what  took  place. 

26.689.  Let  me  put  this  to  you.  In  a case  before 
the  Commissioners  a certain  document  is  put  in  and 
proved,  and  when  the  stated  case  comes  along,  the 
Clerk  to  the  Commissioners  is  asked,  “ why  did  you 
not  put  that  in  as  a fact  proved?  ”;  and  you  are 
met  with  the  answer:  “the  Commissioners  are  not 
going  to  put  anything  in  the  stated  case  which  will 
stultify  their  decision  ”? — I should  say  that  the  Com- 
missioners and  the  Clerk  were  acting  exceedingly 
wrongly. 

26.690.  You  are  aware  that  the  reason  for  this 
request  for  shorthand  notes  is  chiefly  on  account  of 
the  loose  way  in  which  proceedings  are  conducted 
before  General  Commissioners? — That  may  be  so. 

26.691.  You  have  seen  a lot  of  draft  stated  cases? 
--I  have  seen  many. 

26.692.  And  you  know  that  they  emerge  in  their 
ultimate  form,  almost  unrecognizable  as  regards  the 
draft?; — I would  not  go  so  far  as  to  say  that.  Of 
course  it  may  be  that  I see  them  in  their  later  stages. 

26.693.  I suppose  you  do  admit  that  many  stated 
cases  are  very  loosely  and  barely  stated,  as  regards 
the  Commissioners’  findings? — The  practice  is  this. 
The  Commissioners  state  a case,  and  then  it  goes  to 
the  parties.  The  parties  make  their  observations  on 
the  case.  For  instance,  supposing  a case  is  stated  by 
the  Commissioners,  it  is  my  experience  that,  as  a 
matter  of  courtesy,  it  is  sent  to  the  parties  by  the 
Commissioners.  It  comes  to  me,  and  I say:  “oh, 
well,  I think  these  words  ought  to  run  differently,” 
and  I make  a suggestion,  and  that  goes  to 
the  other  side,  and  they  adopt  my  suggestion. 
Sometimes  they  are  quite  ready  to  say:  “oh,  yes, 
that  is  better  put  in  that  way;  that  was  so  and  so.” 
By  the  time  it  is  finally  settled  by  the  Commissioners, 
you  may  be  pretty  sure  that  it  does  state  pretty 
much  what  it  ought  to  state. 

26.694.  My  point  is  that  they  let  you  alter  the 
draft  of  a stated  case  in  any  way  you  like),  provided 
you  say  that  so  and  so  was  contended  by  the  Surveyor 
or  by  the  appellant — that  you  can  put  in  almost  any- 
thing, whether  it  was  contended  or  not? — No,  I wouid 
not  go  so  far  as  to  say  that. 


26.695.  I suggest  that  to  you  ? — I would  not  say  that 
I should  not  have  been  glad  at  times  to  put  in  some 
such  remark  as  that  the  Surveyor  contended  certain 
things;  but  I am  perfectly  certain  that  if  the  Com- 
missioners were  of  opinion  that  the  Surveyor  had 
not  contended  anything  of  the  kind,  they  would  refuse 
to  let  me  put  it  in ; and  I should  not  want  to  put 
it  in. 

26.696.  The  Commissioners  state  that  they  confine 
themselves  to  facts  which  were  proved  or  admitted 
and  then  go  on  to  skip  very  lightly  over  the  conten- 
tions of  the  appellant  and  the  Surveyor.  I do  suggest 
quite  seriously  that  after  the  facts  which  were  proved 
or  admitted,  have  been  found,  they  are  not  ready 
to  let  those  be  altered,  but  when  it  comes  to  the  con- 
tentions of  the  parties,  they  practically  bear  no 
relation  to  the  contentions  which  were  in  fact  put 
before  the  Commissioners  in  argument? — You  must 
recollect  that  a great  many  cases  are  tried  which 
never  come  to  me  at  all,  which  are  conducted  in  the 
country,  and  which  my  officials  and  my  Department 
who  do  conduct  cases  before  the  General  Commis- 
cioners  and  Special  Commissioners,  do  not  see.  But 
as  regards  cases  that  I have  seen,  and  the  cases  which 
they  conduct  I should  not  say  it  was  as  you  put  it. 

26.697.  The  point  I want  to  put  to  you  is  that  in 
a long  discussion  before  the  Commissioners,  unless 
the  Clerk  is  exceptionally  able,  and  thoroughly  up  in 
Income  Tax  matters,  he  is  not  capable  of  giving  a 
proper  statement  of  what  has  been  proved  or  ad- 
mitted, unless  he  has  an  accurate  record  of  the 
proceedings  ?— I quite  agree. 

26.698.  And,  generally  speaking,  the  notes  that  the 
Clerks  to  the  Commissioners  keep  are  not  very  full 
and  complete;  they  have  not  very  much  detail;  they 
are  just  a few  brief  notes? — I agree  entirely  that 
on  the  proceedings  before  the  Commissioners  there 
should  be  a shorthand  note. 

26.699.  I should  like  to  qualify  that.  The  Special 
Commissioners  are  most  painstaking  in  taking  every- 
thing down.  It  is  a great  weariness  while  they  are 
doing  it? — Yes,  I know,  and  it  takes  a great  deal  of 
time,  and  I should  be  entirely  in  favour,  as  Mr. 
Bremner  suggested,  of  giving  to  either  party  a short- 
hand note. 

26.700.  Then  you  would  agree  that  if  either  party 
intimates  that  they  wish  to  have  a shorthand  note 
that  should  be  acceded  to? — Yes,  subject  to  what  1 
have  said  about  General  Commissioners  in  the  country 
who  object. 

26.701.  Should  the  taxpayer  or  the  Surveyor  not 
have  a right  to  insist  on  having  a shorthand  note? — 
In  remote  places  in  the  country  it  is  a much  more 
domestic  form,  if  I may  put  it  so,  than  it  is  before 
the  Special  Commissioners.  I would  prefer  to  put 
it  as  I have  in  my  proof,  that  they  should  ask  the 
Commissioners  to  have  a shorthand  note  taken,  and 
if  they  object,  they  should  say:  “Very  well,  we  will 
go  to  the  Special  Commissioners  and  they  will  be 
obliged  to.”  I do  not  think  it  would  happen  often. 

26.702.  I do  not  think  the  request  would  be  made 
in  country  districts  except  in  a large  and  important 
case.  Generally  speaking,  there  would  be  no  request 
made  for  a shorthand  note?- — I agree;  I think  so,  too. 

26.703.  But  the  point  is  that  they  should  have 
the  right  to  have  a note  taken? — I would  give  them 
the  right  to  have  the  note  taken  somewhere,  at  all 
events ; I would  give  the  litigant  the  right  to  have 
a shorthand  note  taken,  and  if  the  General  Com- 
missioners refused  permission,  he  should  be  able  to  go 
to  the  Special  Commissioners,  who  should  be  obliged 
to  allow  the  note  to  be  taken.  There,  is  precedent 
for  that  in  the  existing  Income  Tax  Acc  about  the 
hearing  of  an  accountant. 

26.704.  In  paragraph  10  you  say  : “ I quite  agree 
that  Super-tax  should  be  separately  dealt  with  as  it 
now  is  by  the  Special  Commissioners  ”? — Yes. 

26.705.  We  have  had  suggestions  made  that  the 
Surveyor  should  deal  with  Super-tax.  Are  you  refer- 
ring to  that  point?— I am  not  sure  that  I was  justified 
in  referring  to  that  at  all,  because  it  seems  to  me 
to  be  a matter  more  of  administration  than  of  law ; 
because  Mr.  Bremner,  of  course,  dealt  with  two 


MINUTES  OF  EVIDENCE. 


1323 


4 December , 1919.] 


Me.  H.  Bertram  Cox. 


[ Continued . 


classes  of  things,  he  dealt  with  administration  as 
well  as  law. 

26.706.  Your  paragraph  10  means  really  that  you 
approve  of  continuing  the  deducting  of  tax  at  the 
source  and  not  merging  the  Income  Tax  into  the 
Super-tax? — Yes.  I have  said  that  I am  not  sure  that 
I was  really  justified  in  dealing  with  that  at  all. 
I think  it  is  a matter  for  the  gentlemen  who  are 
experts  in  administration  rather  than  for  me. 

26.707.  You  would  rather  not  say  anything  with 
regard  to  the  Surveyor  dealing  with  the  actual  Super- 
tax assessment? — No,  I am  not  really  sufficiently 
experienced  in  that  to  be  of  any  use  to  the 
Committee. 

26.708.  I put  a question  on  a former  occasion  to 
an  Inland  Revenue  witness  with  regard  to  the  matter 
of  specific  cause  and  he  suggested  that  I should  keep 
it  until  you  came? — If  I may  make  a suggestion,  I 
would  ask  you  o keep  it  until  he  comes  back. 

26.709.  Now  that  you  are  here  I think  I would 
rather  put  it  to  you.  You  are  aware  of  the  section 
in  question  which  gives  relief  if  a change  of  succession 
takes  place? — Yes. 

26.710.  It  is  Schedule  D,  Rules  under  Cases  I.  and 
II.,  No.  11.  I would  like  you  to  tell  the  Commis- 
sioners if,  in  your  view,  it  is  open  to  have  a claim 
for  specific  cause  if  you  have  not  a change  of  suc- 
cession?— I am  not  at  all  sure  that  there  have  not 
been  some  cases  on  that. 

26.711.  It  has  been  the  practice,  latterly,  in  deal- 
ing with  war  reliefs,  to  say  that  the  war  shall  not 
be  a specific  cause.  I suggest  that  the  provision 
has  been  put  in  since  the  decision  in  the  case  of 
Furtado  v.  The  Lion  Brewery? — I am  afraid  I can- 
not answer  that  question  off-hand.  It  is  a question 
of  ejusdem  generis,  to  some  extent,  is  it  not? 

26.712.  It  is,  undoubtedly,  under  this  section.  I 
will  give  you  a specific  case  in  point.  A change  of 
succession  took  place  in  a business  during  the  war, 
and  there  was  a diminution  of  profits  in  the  year  of 
assessment  owing  to  the  war.  The  case  went  before 
the  General  Commissioners,  and  the  Surveyor  con- 
tended that  there  could  be  no  claim  for  relief  even 
with  change  of  succession  if  the  specific  cause  arose 
from  the  war.  I think  it  ought  to  be  cleared  up 
now  in  any  recommendations  that  are  made.  In  the 
case  of  Furtado  v.  The  Lion  Brewery  the  company 
claimed  that  certain  charges  they  had  to  incur  had 
diminished  the  profits  and  that  they  were  entitled 
to  relief  under  this  section.  The  Crown,  in  my 
opinion,  properly  resisted  that  claim,  and  the  Com- 
missioners held  that  they  were  entitled  to  relief.  I 
am  telling  you  what  you  probably  know  perfectly 
well.  The  case  went  to  the  Court  and  it  was  decided 
that  there  was  no  right  of  appeal  from  the  decision 
of  the  Commissioners  on  this  section;  and  the  result 
was  that  the  question  as  to  whether  a claim  for 
specific  cause  must  be  preceded  by  a change  of  suc- 
cession in  the  business  was  never  settled? — With  all 
deference,  I should  be  entirely  of  opinion  that  an 
appeal  ought  to  lie  under  that  section. 

26.713.  I agree  with  you  that  an  appeal  ought 
to  lie,  but  as  a matter  of  fact,  this  case  held  that 
no  appeal  lay,  and  therefore  the  point  as  to  the 
right  to  give  relief  where  no  change  of  succession 
had  taken  place  was  never  settled.  Now  I want 
to  ask  you  if  you  do  not  think  now  is  an  appropriate 
time  to  get  that  cleared  up? — I should  be  only  too 
delighted  to  get  it  cleared  up. 

26.714.  Then  will  you  give  us  your  views  as  to 
how  it  ought  to  be  cleared  up  ? — If  there  is  no  appeal 
possible  now  it  can  only  be  done  by  granting  a 
right  of  appeal;  but  you  cannot  clear  up  that  par- 
ticular case,  I should  imagine. 

26.715.  Do  you  agree  that  relief  is  competent  in 
the  event  of  a change  of  succession,  whatever  the 
specific  cause  may  be? — It  seems  to  me  that  you  are 
asking  me  to  sit  as  a court  of  appeal  from  the 
Commissioners  in  that  particular  case. 

26.716.  The  Inland  Revenue  (I  take  it  that  it  has 
come  from  them)  in  every  Finance  Act  that  has  come 
along  since  that  decision  was  given  in  the  case  I 
have  mentioned  have  slipped  in  the  words  that  the 


war  shall  not  be  treated  as  a specific  cause,  and  it 
leads  to  confusion? — Do  you  mean  that  that  indicates 
their  view — that  but  for  that  section  the  war  would 
be  a specific  cause? 

26.717.  It  is  their  view  that  it  still  is,  but  evidently 
they  seek  to  get  round  the  difficulties  created  by  the 
decision  I have  mentioned.  I do  not  want  to  press 
you  to  give  us  your  views,  but  it  is  a point  of 
difficulty  which  arises  not  infrequently? — That  is  so. 

26.718.  And  I think  now  is  the  time  when  it  ought 
to  be  cleared  up  ? — I should  be  only  too  glad  to 
facilitate  the  clearing  up  of  it  in  any  way  in  my 
power,  but  I confess  at  the  present  moment  I do 
not  quite  see  how  to  do  it. 

26.719.  You  do  not  feel  disposed  to  say  to  the 
Commission  whether  in  your  view  a change  of  suc- 
cession having  taken  place  the  specific  cause  entitling 
you  to  relief  may  even  arise  from  the  war? — I give 
my  opinion  with  great  deference;  I do  not  feel  quite 
that  I ought  to  be  asked  to  give  an  opinion  on  a 
point  of  this  sort.  This  is  a very  difficult  and  doubt- 
ful point,  and  if  I had  to  advise  the  Board  on  it  I 
should  probably  tell  them  to  go  to  the  Law  Officers 
of  the  Crown. 

26.720.  I should  not  have  asked  you  if  they  had 
not  referred  me  to  you? — I am  extremely  obliged  to 
them.  I will  give  my  opinion,  certainly,  if  you  ask 
me;  I am  bound  to  do  so,  and  I will  do  so.  I do  so 
with  the  greatest  deference  and  with  some  reluctance, 
but  I think  it  is  ejusdem  generis. 

26.721.  Mr.  Kerly : Mr.  McLintock  is  not  asking 
you  to  interpret  the  existing  Act,  but  to  say  what 
you  think  the  law  ought  to  be? — You  mean  that  the 
war  ought  to  be  a specific  cause? 

26.722.  Yes. — I am  perfectly  willing  to  give  my 
personal  opinion  on  the  matter,  but  it  is  a matter  of 
administration  and  of  policy,  not  a matter  of  law. 
If  you  ask  me  for  my  personal  opinion  I should  feel 
very  much  inclined  to  say  yes,  but  it  is  not  for  me. 

26.723.  You  are  quite  right  to  guard  it  in  that  way. 
That  answers  Mr.  McLintock’ s question,  I think  ? — It 
must  be  clearly  understood  that  it  is  a matter  of 
policy  for  the  Board  of  Inland  Revenue,  or  still  more, 
the  Chancellor  of  the  Exchequer;  I have  absolutely 
nothing  to  do  with  it.  It  is  not  my  business;  but 
I have  my  private  opinions,  formed  more  or  less 
erroneously,  on  things  that  come  within  my  experi- 
ence, and  if  those  are  worth  anything  to  the  Com- 
mission (which  I should  doubt)  I am  quite  prepared 
to  state  them. 

26.724.  Mr.  McLintock  : My  reason  for  raising  the 
point  is  that  it  is  a point  which  arose,  and  the  ques- 
tion is,  who  is  going  to  put  it  right?  I think  it 
ought  to  be  cleared  up. 

26.725.  Mr.  Kerly : If  I may  make  a suggestion — I 
do  not  mean  to  stop  you  for  one  moment — but  the  real 
difficulty  here  is  that  there  was  no  appeal,  or  they 
could  have  gone  to  the  Courts  to  determine  the 
existing  law.  Now,  according  to  a view  that  has 
been  frequently  expressed  here,  there  ought  to  be  an 
appeal  in  every  case  where  Commissioners,  General 
or  Special,  or  the  Court  of  First  Instance,  decides 
against  the  taxpayer,  with  the  probable  exception 
of  decisions  upon  mere  questions  of  fact.  Now  it 
seems  to  me  to  be  within  our  province  to  recommend 
that  alteration  of  the  law.  That  would  enable  the 
particular  question  of  interpretation  of  a particular 
section  to  be  cleared  up  in  the  ordinary  way. 

26.726.  Mr.  McLintock  : I quite  agree;  but  I think 
Mr.  Cox  would  probably  agree  that  since  that  decision 
there  has  been  an  effort  made  on  the  part  of  the 
Inland  Revenue  to  prevent  any  other  bodies  of 
Commissioners  going  wrong  when  the  war  was  the 
specific  cause  alleged. — You  mean  by  the  later  legis- 
lation ? 

26.727.  Yes? — I should  hesitate  to  admit  that,  I 
must  say. 

26.728.  Very  well;  I will  leave  it  there. 

26.729.  Mr.  Marks : In  your  first  paragraph,  you 
say:  “It  was  never  expected  that  the  Act” — that 
is,  the  Consolidation  Act — “ would  be  enduring;  on 
the  contrary,  it  was  expected  that  the  deliberations  of 
the  Royal  Commission  would  lead  to  recommendations 
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which  would  be  followed  by  considerable  reforms  to  be 
embodied  in  an  amending  Act  ”p — Yes. 

26.730.  Then  you  say:  “It  was  further  antici- 
pated that  later  still  the  Income  Tax  Act,  1918,  and 
its  amendments  would  be  embodied  in  a single  new 
Statute  ’’  ? — Yes. 

26.731.  Why  “ later  still  ”?  What  is  the  object  of 
introducing  an  amending  Act,  which  would  only  add 
to  the  existing  confusion? — Do  you  mean  that  your 
new  Act,  passed,  we  will  assume,  after  the  Report 
of  this  Commission,  would  embody  the  Consolidation 
Act  and  everything  else? 

26.732.  It  should  be  an  entirely  new  Act,  I suggest? 
— It  depends  upon  what  happens. 

26.733.  Without  the  intervention  of  an  amending 
Act? — Certainly,  if  possible;  but  it  may  well  be — of 
course  no  one  can  tell — that  the  Report  of  this  Com- 
mission will  indicate  certain  urgent  reforms  which 
the  Government  may  wish  to  introduce  at  once  into 
the  Finance  Act,  we  will  say,  of  next  year. 

26.734.  In  answer  to  Mr.  McLintock,  you  said  that 
there  was  a danger  in  discarding  these  archaic 
phrases  on  which  many  decisions  have  been  given? 
—Yes. 

26.735.  Decisions  which  it  was  necessary  to  give 
probably  very  largely  on  account  of  the  archaic 
character  of  the  phrasing? — I am  not  quite  sure  that 
I should  agree  with  that.  A phrase  is  a phrase, 
whether  it  is  archaic  or  not.  It  was  intelligible,  but 
it  might  bear  two  meanings,  and  the  Courts  have 
decided  that  one  meaning  is  the  right  meaning. 

26.736.  That  just  illustrates  my  point.  I was  going 
to  ask  you  why  is  it  not  possible  to  discard  the 
archaic  phrases,  and  embody  the  efFect  of  the  many 
decisions  of  which  you  have  spoken,  in  new  and  simple 
language? — It  is  possible,  and  I hope  it  will  be  done. 

26.737.  I hope  so,  too,  but  you  seem  to  me  to 
advocate  the  retention  of  these  archaic  phrases  be- 
cause they  had  provided  the  basis  of  many  decisions  ? 
— Not  in  the  least. 

26.738.  Then  I misunderstood  you? — All  I am 
saying  is : discard  your  archaic  phrases,  put  new, 
highly  polished,  modern  legislative  phrases  in,  and 
you  will  improve  the  law,  but  you  will  infallibly,  I 
think,  have  to  intrepret  those  new  phrases  in  the 
Courts.  I think  it  is  a desirable  thing  to  do;  I want 
to  get  rid  of  archaisms;  I want  to  be  up-to-date; 
but  do  not  fancy  that  you  are  going  to  do  it  without 
a great  deal  of  litigation. 

26.739.  T am  taking  a rather  extreme  layman’s 
view  of  the  situation,  but  I do  not  think  my  views 
are  at  all  singular  to  me,  and  indeed  they  are  very 
common  amongst  laymen  and  taxpayers.  I opened 
Dowell  just  now  at  random  at  section  74  and  section 
75  of  the  Act  of  1842.  Section  75  consists  of  53  lines 
of  print? — Yes. 

26.740.  It  is  about  a page  and  a third,  in  which 
there  are  no  full-stops  at  all ; is  that  a good  example 
of  Parliamentary  drafting? — I should  have  thought  it 
was  about  the  worst  example  you  could  have,  and  for 
that  very  reason  when  I was  drafting  I took  upon 
myself  to  re-draft  the  Act  of  1842,  and  I put  in  stops 
and  broke  up  all  these  long  phrases  into  short  sub- 
sections, and  put  them  into  modern  form.  If  you 
compare  that  section  with  the  Act  of  1918  I hope 
you  will  find  a considerable  improvement. 

26.741.  Is  it  now  permissible  in  Parliament  to  break 
up  the  sections  into  separate  sentences  divided  by 
full-stops? — And  sub-sections — oh,  certainly. 

26.742.  That  is  a very  great  advantage  to  the  lay- 
man. Turning  for  a moment  to  section  32  of  the  Act 
of  1918,  sub-section  3,  do  not  you  think  it  would  have 
been  possible  to  have  put  that  more  clearly  merely 
as  a matter  of  arrangement?  It  begins  with  the 
three  words  “No  such  allowance,”  and  then  goes  on 
for  five  sections,  and  sub-section  (c),  for  instance, 
consists  of  thirteen  lilies,  all  of  which  you  have  to 
consider  in  connection  with  the  three  words  that  are 
found  over  the  page?—]  think  if  you  will  look  at 
the  margin  you  will  see  that  all  these  sections  which 
you  object  to  are  very  extremely  modern  Statutes. 


26.743.  I know,  but  my  objection  is  not  only  to  the 
archaic  phrasing  but  also  to  the  unnecessary  verbiage 
of  modern  Statutes? — I quite  follow. 

26.744.  I do  not  think  there  is  anywhere  in  the 
Act,  but  is  there  anywhere  in  your  Department,'  or 
has  any  attempt  been  made  in  your  Department,  to 
provide  a definition  of  “ income  ” ?— Not  that  I ’am 
aware  of. 

26.745.  None  at  all?  I suppose  the  definition  is  con- 
tained in  Dowell? — I hope  so. 

26.746.  That  dictum  which  is  so  constantly  quoted 
about  Income  Tax  being  a tax  on  income  in  the 
absence  of  a definition  of  “ income  ” is  no  more  than 
a perfectly  futile  platitude  ?— That  phrase  was  * a 
phrase  used  by  Lord  Macnaghten  in  a case  in  the 
House  of  Lords.  It  was  a question,  if  I recollect 
as  to  whether  certain  proceeds— I will  use  a neutral 
term— which  were  proposed  to  be  taxed  were  income 
or  not.  He  said,  with  that  humour  that  he  some- 
times adopted,  and  everybody  who  knew  Lord 
Macnaghten  will  know  what  I mean,  Income  Tax 
“if  I may  be  pardoned  for  saying  so,  is  a tax  on 
income,”  but  what  is  income  you  have  to  decide  in 
any  particular  case.  It  is  absolutely  impossible,  and 
I will  defy  any  human  being  to  give  a definition  of 

‘income.”  I should  be  very  grateful  to  any  person 
who  will  do  it,  but  the  question  in  any  particular 
case  is,  is  this  or  is  this  not  income  within  the  mean- 
ing of  the  Income  Tax  Acts? 

26.747.  Has  anybody  ever  tried  to  frame  a defini- 
tion of  “ income  ” within  the  meaning  of  the  Act 
if  you  like  to  limit  it  like  that?— No,  I do  not  think 
anybody  has. 

26.748.  Do  you  agree  with  me  that  the  dictum  of 
Lord  Macnaghten  that  Income  Tax  is  a tax  on  income 
is  quoted  time  after  time  as  an  authoritative  state- 
ment quite  unconnected  with  any  subsequent  explana- 
tion which  he  may  have  gone  on  to  make  ? — I have  no 
doubt  that  it  is. 

26.749.  And  it  really  is  a perfectly  futile  platitude? 
—I  do  not  think  it  is  a perfectly  futile  platitude  in 
the  least.  Lord  Macnaghten’s  decision  was  not  in 
the  least  bit  affected  by  that  phrase.  It  was  a very 
humorous  phrase,  and  a phrase  which  I think  has 
often  amused  nearly  everybody.  It  was  Lord 
Macnaghten  who  thought  that  in  this  particular  case, 
if  I recollect  rightly,  an  attempt  was  being  made  im- 
properly to  tax  something  which  clearly  was  not 
income,  so  he  starts  off  by  saying  “ Income  Tax  is 
a tax  on  income.  Well,  is  this  income  or  is  it  not?  ” 
and  he  found  it  was  not. 

26.750.  There  is  no  definition  of  “ income  ”? No. 

26. 751.  Mr.  May : But  after  all  he  was  stating  the 

law  and  not  humour  ? — Yes.  Lord  Macnaghten  began 
by  saying:  “Let  us  start  with  first  principles. 

Income  Tax  is  a tax  on  income.”  Then  he  goes  on  to 
say:  “ Is  this  income.”  That  phrase  has  often  been 
quoted  by  everybody  who  wished  to  say  that  some- 
thing taxed  as  income  is  not  income  but  something 
else;  they  say : “ Income  Tax  is  a tax  on  income,  and 
this  is  not  income.” 

^ 26,752.  Mr.  Marks : In  paragraph  2 you  say: 

“ although  my  experience  in  the  work  of  consolida- 
tion has  taught  me  how  difficult  it  is  to  dispense 
entirely  even  with  the  old,  confused  and  vague 
language,”  and  so  on,  you  would  not  say  it  was  im- 
possible to  do  that,  would  you? — No. 

26.753.  And  if  it  is  possible  it  should  be  done? — 
Certainly.  What  I think  I am  directing  attention 
to  there  is  that  it  will  be  done  at  the  cost  of  litiga- 
tion— done,  and  properly  done,  and  necessarily  done, 
but  done  at  a cost. 

26.754.  Sir  E.  Nott-Bower : Could  it  be  done  in  a 
consolidation  Act? 

26.755.  Mr.  Marks : In  a codifying  Act  it  could. 

26.756.  Sir  E.  Nott-Bower : Could  all  that  old  and 
confused  and'  archaic  language  be  put  right  in  a con- 
solidating Act? — Certainly  not  in  a consolidation 
Act.  In  a consolidation  Act  you  must  not  alter 
phrases  at  all. 

26.757.  As  far  as  you  were  concerned  you  were 
entrusted  with  the  preparation  of  a consolidation 
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Act?— Absolutely,  and  all  through  the  proceedings  of 
the  Select  Committee  Lord  Loreburn,  who  was  in  the 
Chair,  laid  great  stress  on  that. 

26.758.  And  if  that  Act  had  been  anything  more 
than  a consolidation  Act  the  question  would  have 
arisen  as  to  whether  sufficient  Parliamentary  time 
could  be  spared  during  the  war? — The  Select  Com- 
mittee was  obliged1  to  state  to  the  House  in  order 
to  enable  the  House  to  deal  with  the  Act  as  a con- 
solidation Act:  “ we  pledge  our  word  that  this  Act 
does  no  more  than  represent  the  existing  law.”  In 
order  to  be  able  to  do  that  you  had  to  reproduce 
exact  phrases  because  you  could  not  say  whether  an 
altered  phrase  did,  or  did  not,  represent  the  existing 
law;  that  is  the  disadvantage  in  many  ways  of  con- 
solidation. 

26.759.  Mr.  Marks : I think  we  are  perfectly  con- 
vinced of  that.  The  point  of  my  question  was  not 
that.  We  are  not  dealing  now  with  the  consolidating 
Act  which  we  have  got,  and  a very  valuable  possession 
it  is.  What  I have  in  mind  is  the  further  Act  which 
will  be  necessary  after  this  Commission  has  reported  ? 

. — That  clearly  will  not  be  a consolidation  Act. 

26.760.  I hope  not? — It  cannot  be,  because,  of 
course,  the  Commission  will  recommend,  I have  no 
doubt,  alterations  in  the  law;  it  will  be  an  amending 
Act. 

26.761.  Mr.  Walker  Clark : What  happens  when 
notice  of  appeal  has  been  given  by  the  Crown  and 
they  abandon  it? — The  Crown  abandons  the  appeal? 

26.762.  Yes? — What  generally  happens  is  an 
application  by  the  other  party  to  have  their  costs 
paid,  in  which  case  I report  it  to  the  Board,  and  the 
Board  almost  invariably  say:  “yes;  ask  them  what 
is  a reasonable  sum  for  their  costs  and  pay  it.” 

26.763.  I was  rather  thinking  of  what  happened  to 
the  taxpayer  and  the  point  in  dispute? — I am  not 
quite  sure  that  I appreciate  what  sort  of  case  you 
mean.  Do  you  mean  a decision  has  been  given 
against  the  Crown  at  the  start,  the  Crown  appeals 
and  a case  is  stated  ? 

26.764.  Yes? — Then  the  Crown  conies  to  the  con- 
clusion that  it  cannot  fight  the  case? 

26.765.  Yes?— Then  there  is  standing  a decision 
against  the  Crown,  that  is  to  say,  the  man,  we  will 
assume,  is  not  bound  to  pay  the  extra  tax  that  the 
Crown  are  asking  him  to  pay.  What  happens  then 
is  that  the  case  is  dropped  and  the  Crown  pays 
the  man’s  expenses,  and  the  man  does  not  pay  the 
extra  tax  that  he  has  been  asked  to  pay. 

26.766.  What  would  happen  in  the  following  year? 
Would  the  Inland  Revenue  authorities  attempt,  do 
you  think,  to  enforce  the  collection  of  the  tax  in  the 
following  year  ? — I have  never  come  across  a case 
of  that  sort  personally. 

26.767.  You  have  referred  to  Statute  law  and  case 
law;  is  there  not  a third  differentiation  adopted 
by  the  Inland  Revenue — tax  by  negotiation  or  agree- 
ment ?— Personally  I have  never  had  any  experience, 
of  negotiating  any  tax  by  agreement. 

26.768.  Was  there  not  a case  a little  while  ago  in 
which  the  Inland  Revenue  attempted  to  secure  collec- 
tion of  tax  from  a London  association  called  the 
London  Trades  Protection  Association,  who  lodged  an 
appeal  and  were  successful,  and  after  the  appeal  was 
abandoned  by  the  Crown  they  attempted  to  collect 
the  tax  the  following  year? — I do  not  remember  that 
case  at  all : I cannot  say  one  way  or  the  other. 

26.769.  Sir  W.  Trowe'r : Surely  this  is  outside  the 
Solicitor’s  department? — I do  not  think  that  case 
came  before  me,  but  I am  not  sure. 

26.770.  Mr.  Kerly : You  know  nothing  about  it?— I 
know  nothing  about  it. 

26.771.  Mr.  Walker  Clark : I am  glad  that  it  did 
not  come  before  the  legal  department. — I cannot  go 
so  far  as  to  say  that ; all  I can  say  is  that  it  did  not 
come  before  me  personally.  Of  course  there  are 
other  members  of  the  legal  department  besides  myself. 

26.772.  You  would  not  defend  the  attempt  in  such 
a case  to  enforce  a tax  in  the  following  year?  T 
am  not  sure  that  I will  go  so  far  as  that  at  all.  Mnv 
I explain  this : suppose  a man  appeals  and  the  case  is 
brought  before  the  City  Commissioners,  and  the  Com- 
missioners state  the  case  in  such  a way  as  makes  it 
impossible  either  for  the  man  or  for  the  Crown  to  gr 


on — take  it,  it  is  the  case  of  the  man  and  he  is 
advised:  “ you  will  not  win  this  appeal”,  he  drops 
it,  and  he  pays  the  tax.  Next  year  he  says:  “ I am 
not  bound  by  this.  Why  should  not  I refuse  to  pay 
this  tax  again?”  and  he  says:  “I  will  not  pay  the 
tax.  You  have  got  it  out  of  me  last  year ; that  is 
because  they  stated  me  out  of  Court;  but  this  year 
I am  going  to  fight,”  and  he  takes  the  case  before  the 
Commissioners. 

26.773.  Probably  to  another  Court,  to  the  Special 
Commissioners  instead  of  the  General  Commissioners.'' 

Possibly;  he  is  beaten  again,  and  when  he  gets  a 

case  stated  this  time  he  says:  “ this  case  is  quite 
fairly  stated ; I will  take  that  up.” 

26.774.  I am  quite  satisfied? — “ I shall  fight  this 
now.”  There  is  no  reason  why  that  man  should  not 
do  that. 

26.775.  I am  quite  satisfied  with  the  explanation? 

The  converse  applies  in  the  case  of  the  Crown ; I 

think  the  same  ruling  applies. 

26.776.  Mr.  Marks : In  the  case  Mr.  Walker  Clark 
has  put  to  Mr.  Cox,  would  any  steps  be  taken  by  the 
Inland  Revenue  to  make  known  to  Surveyors  through- 
out the  country  what  the  decision  was  in  regard  to 
that  specific  question  ?— There  are  always  instructions 
to  Surveyors  as  a result  of  cases. 

26.777.  Even  a case  which  had  been  dropped  by  the 
Crown  after  notice  of  appeal  had  been  given? — I 
cannot  say.  It  depends  a great  deal  on  why  it  was 
dropped  and  all  the  circumstances  of  the  case,  but 
anything  of  importance  with  regard  to  the  conduct 
of  Surveyors  in  fighting  particular  points  will  always 
be  given  in  instructions  to  Surveyors.  Some  case, 
for  instance,  may  quite  alter  the  aspect  of  the  law 
on  certain  things.  In  that  case  every  Surveyor 
would  naturally  be  told  of  it ; I should  probably  know 
of  it,  because  I should  have  been  fighting  the  case, 
but  if  not,  I should  get  information  that  this  had 
been  decided,  by  means  of  a circular,  or  a Board’s 
order,  or  something  of  that  sort. 

26.778.  The  position  of  the  law  established  in  that 
way  would  be  communicated  to  the  Surveyors  gener- 
ally ?_I  should  say  so,  certainly.  It  does  not  follow 
because  a case  is  dropped  that  the  law  is  regarded  as 
established. 

26.779.  It  is  so  far  established  ?— If  it  was  dropped, 
yes. 

26.780.  Mr.  May : Just  a small  point,  and  only  one, 
in  order  to  be  clear.  You  laid  stress  on  the  fact  that 
in  a consolidating  Act  you  were  careful  not  to  change 
a phrase  in  order  that  no  alteration  in  the  law  may 
be  implied  or  interpreted  as  a result  of  the  consolida- 
tion?— Yes. 

26.781.  Would  you  say  then  that  in  some  cases 
where  you  have  actually  altered  the  wording  of  a sec- 
tion that  has  been  brought  into  this  Act  it  has  been 
rather  for  the  purpose  of  uniformity,  and  that  it 
makes  no  actual  change  in  the  statutory  effect? 
One  can  never  be  certain  when  one  has  altered  the 
turning  of  a phrase  in  a Statute  that  you  have  not 
altered  the  law,  but  what  we  did  was  this : in  con- 
solidation there  were  certain  things  which  it  was 
impossible  to  reproduce  owing  to  the  lapse  of  timo 
since  the  Statute  was  passed.  We  pointed  all  those 
things  out  to  the  Select  Committee.  We  said:  “ this 
Bill  does  not  follow  the  old  law  on  this  particular 
point,  because  it  is  obsolete.”  Again,  for  instance,  we 
found  that  two  sections  of  two  different  Acts  dealt 
with  the  same  thing  in  a different  way.  The  Taxes 
Management  Act  often  overlapped  the  Act  of  1842. 
We  said  : “ our  view  is  that  this  more  recent  Act,  the 
Taxes  Management  Act,  has  pro  tanto  repealed  the 
section  which  it  is  impossible  to  reconcile  with 
it  in  the  earlier  Act  ”,  and  therefore  we  said:  “ the 
existing  law  is  contained  in  the  section  of  the  later 
Act  ”,  ^and  the  Committee  adopted  that  view.  Of 
course  it  was  verv  carefullv  discussed  in  the  Select 
Committee  with  Lord  Loreburn  in  the  Chair.  Lord 
Wrenbury,  Lord  Parmoor,  and  various  other  lawyers 
of  em: nonce.  They  said,  and  we  thought,  and  we  still 
think,  that  this  Act  does  represent  really  all  that  is 
material  of  the  existing  law  unaltered,  save  where 
we  have  distinctly  said  that  there  has  been  an  altera- 
tion. 

26,782.  And  does  not  modify  it? — No,  except  as 
stated  to  Parliament.  I cannot  say  that  the  Act  of 
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1918  reproduces  and  leaves  entirely  unaltered  the 
law  before,  but  wbat  I do  say  is  that  no  alteration 
was  made  which  was  not  of  a slight  and  unimportant 
character,  and  no  alteration  was  made  which  was 
not  deliberately  brought  to  the  notice  of  Parliament 
while  they  were  passing  the  Act.  In  the  main  it  is 
pure  consolidation  as  far  as  it  was  possible  having 
regard  to  the  subject  matter  to  consolidate. 

26.783.  Perhaps  I can  make  the  point  I have  in 
mind  quite  clear,  that  in  certain  reliefs  which  you 
have  taken  from  different  Acts  and  as  affecting 
different  organisations  you  have  slightly  altered  the 
wording,  partly  for  the  sake  of  unformity  in  the 
phrasing : for  example,  you  say  in  one  case  that 
certain  funds  shall  be  entitled  to  exemption? — Yes. 

26.784.  And  in  another  case  you  take  a section 
which  says  they  shall  not  be  chargeable,  but  partly, 
as  I say,  for  uniformity,  you  imply  the  words  “ shall 
be  entitled  to  exemption  ”?• — Yes. 

26.785.  You  would  accept  what  I say,  that  it  was 
simply  for  the  sake  of  uniformity  and  not  in  modifica- 
tion of  the  Statute? — Yes.  There  may  have  been  altera- 
tions of  that  sort  as  you  say  for  uniformity,  but  each 
one  of  those  alterations  was  considered  by  the  Noble 
Lords  and  the  Members  of  the  House  of  Commons  who 
considered  every  phrase  and  clause  of  the  Bill,  and 
they  considered  we  were  justified  in  putting  it  in 
that  way,  and  that  there  was  no  alteration. 

26.786.  I suggest  that  those  that  I have  just  men- 
tioned have  not  been  submitted  to  Parliament,  and 
they  have  just  taken  place  in  re-drafting? — May  I 
point  this  out:  when  this  Consolidation  Bill  was  re- 
drafted it  went  before  a Select  Committee  of  both 
Houses  with  Lord  Loreburn  in  the  Chair,  and  they 
considered  it.  clause  by  clause,  with  the  Parliamentary 
Counsel  sitting  side  by  side  with  them  and  other 
people  (among  others'  Mr.  Holme,  who,  I believe, 
has  been  a witness  before  you),  whose  business  it  was 
to  point  out  any  alteration  from  the  existing  law  if 
they  could  find  it.  The  Select  Committee  went  care- 
fully through  this  Bill  clause  by  clause  and  attention 
was  drawn  to  all  the  discrepancies,  and  in  any  case 
where  the  Committee  thought  there  was  a variation 
they  put  the  old  words  back,  and  I can  only  assume 
that  if  there  is  such  a variation  as  you  point  out  now, 
the  Committee  which  considered  this  Bill  were  of 
opinion,  after  hearing  all  that  had  to  be  said,  that 
there  was  no  alteration  in  the  law,  although  the 
phrase  was  changed. 

26.787.  Quite,  that  is  my  point? — May  I just  say 
one  thing  more : there  was  an  instruction  by  the 
Board  of  Inland  Revenue  to  their  Surveyors  all  over 
the  country  to  say:  “ if  there  is  anything  in  the 
new  Act  of  Parliament  which  gives  the  Crown  an 
apparent  advantage  which  it  would  not  have  had 
under  the  old  Acts,  on  the  construction  of  a phrase, 
or  the  turn  of  an  expression,  that  argument  is  not 
to  be  taken.  The  law  is  understood  not  to  be  altered, 
and  you  are  to  proceed  as  you  would  have  proceeded 
under  the  old  Statutes,  and  not  take  advantage  of 
any  new  phraseology  in  the  new  Act  which  would 
seem  to  assist  the  Crown.” 

26.788.  Mr.  May : That  completely  answers  my 
question. 

26.789.  Sir  W.  Trawer : Arising  out  of  Mr.  Kerly’s 
questions  are  there  not  many  cases  where  the  subject 
having  obtained  judgment  in  his  favour  either  from 
the  Commissioners  or  from  a Court  of  First  Instance 

cannot  afford  the  expenses  of  defending  an  appeal? 

Yes,  no  doubt,  there  must  be  such  cases. 

26.790.  And  the  subject  suffers  from  a grievance? — 
Yes.  He  knows  that  he  may  be  taken  from  Court  to 
Court,  and  I have  no  doubt  it  cannot  be  denied 
that  that  may,  in  many  cases,  induce  the  man  to  pay 
a claim  which  he  thinks  he  ought  not  to  pay. 

26.791.  My  question  is  that  he  cannot  afford  to 
appeal  because  of  the  expense? — Exactly.  He  says 
“if  it  was  a case  of  going  before  one  Court  I could 
stand  that,  but  I may  be  taken  right  up.” 

26.792.  Following  on  that  is  this  question : you 
may  first  have  to  go  to  the  Commissioners,  then  you 
appeal  to  a Court  of  First  Instance,  then  you  go  to 
the  Court  of  Appeal,  and  then  to  the  House  of  Lords, 
and  the  expense  of  that  is  quite  intolerable  to  the 
subject? — It  is  intolerable  to  the  subject  who  cannot 
afford  it. 


26.793.  And  it  is  intolerable  to  the  subject  who  can 
afford  it  ?— I should  not  be  disposed  to  agree  to  that. 

26.794.  Well,  it  is  intolerable  to  incur  unnecessary 
expense?— May  I just  qualify  that— that  is  an  objec- 
tion, if  I may  say  so,  to  all  Courts  of  Appeal. 

26.795.  That  is  the  general  question.  Could  you 
make  any  suggestion  as  to  limiting  the  number  of 
appeals  and  reducing  the  cost  of  litigation?  Probably 
you  cannot  recollect,  but  I can  recollect,  that  in  all 
cases  in  the  old  days  where  it  was  determined  by  both 
parties  to  go  to  the  House  of  Lords,  the  Attorney- 
General  used  to  go  into  the  Court  of  Appeal  and  say : 
“ we  are  both  determined  to  go  to  the  House  of  Lords 
whatever  your  Lordships’  decision  may  be,”  and  then 
the  proceeding  was  that  judgment  was  given  pro 
forma  in  accordance  with  the  decision  below,  and  the 
appeal  went  direct;  that  saved  the  costs  of  one 
appeal? — I am  afraid  I am  not  familiar  with  that; 
I do  not  know  what  date  it  was. 

26.796.  It  was  before  your  time? — I run  back  very 
far,  I am  afraid,  but  not  so  far  as  that. 

26.797.  But  that  was  so.  Do  you  think  there  is 
any  objection  to  that  in  these  cases? — I should  not 
see  any  objection  at  all  to  it. 

26.798.  It  would  eliminate,  possibly,  the  costs  of  a 

long  discussion  before  the  Court  of  Appeal? Yes. 

But  I might  say  you  must  always  remember  this,  that 
we  do  not  take  every  case  that  goes  to  the  Court 
of  Appeal  to  the  House  of  Lords.  Prom  the  Revenue 
point  of  view  we  take  a case  up  perhaps  to  the  Court 
of  Appeal. 

26.799.  I assume  that  there  are  cases  in  which 
neither  the  subject  nor  the  Crown  would  be  content 
with  a decision  short  of  the  House  of  Lords? — I quite 
agree  there  are  cases  in  which  either  the  subject  or 
the  Crown  is  bound  to  say:  “ this  case  has  got  to 
go  up  to  the  House  of  Lords.  It  is  so  important  that 
it  cannot  stop  anywhere  below.” 

26.800.  May  I make  another  suggestion  to  you,  that 
there  should  be  an  appeal  to  a Divisional  Court  con- 
sisting of  two  Revenue  Judges,  and  their  decision 
should  be  final  except  by  leave  of  the  Court  to  appeal? 
— I do  not  think  I should  see  any  objection  to  that. 

26.801.  It  would  then  eliminate  the  cost  of  two 
further  appeals? — Yes. 

26.802.  I think  you  will  agree  with  me  that  it 
is  desirable  in  the  interests  of  the  taxpayer  that  the 
cost  of  litigation  should  be  minimized  as  much  as 
possible  ? — Absolutely. 

26.803.  Sir  E.  Nott-Bower : In  regard  to  a sug- 
gestion that  was  made  to  you  on  the  other  side,  that 
when  any  changes  in  the  law  which  may  be  resolved 
upon,  in  consequence  of  any  recommendations  that 
the  Commission  may  make,  are  carried  out  the  whole 
law  may  be  altered  at  once;  that  would  mean,  would 
it  not,  that  when  the  next  Budget  was  introduced, 
say,  about  April,  the  entire  Income  Tax  code  would 
be  thrown  into  the  cauldron? — Yes. 

26.804.  The  Finance  Act  in  any  case  has  to  be 
passed  at  latest  on  the  5th  August? — Yes. 

26.805.  It  would  be  quite  impossible  for  Parliament 
to  deal  with  the  matter  in  the  interval  between  April 
and  August? — I should  imagine  so,  quite. 

26.806.  Mr.  Pretyman : On  the  point  that  Sir 
Walter  Trower  and  one  or  two  other  members  of  the 
Commission  have  spoken  to  you  upon,  the  question 
of  the  costs  of  appeal,  you  may  perhaps  know  I have 
had  a certain  amount  of  contact  with  Chancellors  of 
the  Exchequer  on  disputed  Revenue  points  in  the 
House  of  Commons.  Would  you  agree  with  me  in 
saying  that  the  reason  that  so  many  of  these  cases 
are  taken  up  to  the  highest  Courts  by  the  Crown  is 
because  the  Crown  wants  to  make  absolutely  sure  of 
what  the  final  legal  interpretation  of  an  Act  is 
before  asking  the  House  of  Commons  to  alter  it? — 
Yes,  that  is  so,  undoubtedly. 

26.807.  Is  not  that  a question  which  is  purely  in  the 
interests  of  the  State  and  with  which  the  taxpayer, 
who  has  brought  that  particular  case,  has  nothing  to 
do?- — The  taxpayer  has  been  the  unfortunate  person 
who  has  given  rise  to  a point  on  which  it  is  absolutely 
certain  there  must  be  either  legislation  or  a decision 
in  favour  of  the  Crown. 

26.808.  That  is  not  his  fault? — That  is  not  his  fault, 
it  is  his  misfortune. 
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26.809.  Is  it  right  that  when  the  Crown  for  a 
purely  national  purpose,  quite  outside  the  particular 
small  point  which  is  at  issue,  desires  to  obtain  the 
decision  of  the  highest  Court,  the  cost  of  that  should 
be  thrown  upon  that  particular  litigant? — It  is  always 
regarded  from  the  point  of  view  of  the  poverty  of 
the  litigant.  Take  the  case  of  a man  discovering, 
what  we  hope  people  do  not  often  discover,  a large 
hole  in  an  Act  of  Parliament  which  enables  an 
enormous  amount  of  Revenue  to  slip  through,  which 
Parliament  never  intended  at  the  time,  but  which 
he,  being  a more  astute  man,  or  a more  fortunate 
man  than  others,  thinks  he  has  discovered.  He  goes 
to  the  Commissioners  and  then  to  the  Court  of  First 
Instance,  and  the  Court  of  First  Instance  decides 
that  he  is  right,  and  that  an  enormous  amount  of 
Revenue  is  going  to  be  lost  to  the  Crown ; it  is  then 
undoubtedly  a question  of  legislation.  The  country 
cannot  afford  to  lose  it.  I am  taking  an  extreme  case 
obviously. 

26.810.  I am  quite  content  to  take  you  on  that 
extreme  case? — Then  the  question  is  that  that  man’s 
contribution  to  the  Revenue  on  that  point  has  gone 
at  all  events  unless  we  beat  him  in  the  Court  of 
Appeal,  but  I should  be  prepared  to  say : “let  that 
man  go,  but  legislate  immediately.”  As  I say  I am 
taking  an  extreme  case. 

26.811.  You  would  pay  his  costs;  I am  speaking 
purely  on  the  question  of  costs  ? — I should  have  to  ; he 
would  have  won. 

26.812.  He  would  have  won  in  the  Court  of  First 
Instance.  You  would  say  then:  “ let  him  accept  this 
as  the  law”? — Well,  I should  say  legislate  at  once. 
It  would  not  be  my  business  to  say  whether  we  were 
to  legislate  or  not,  but  I should  be  met,  if  I were  to 
put  that  to  the  Board  of  Inland  Revenue  or  the 
Chancellor  of  the  Exchequer  with  this:  “yes,  this 
decision  may  be  wrong,  but  we  should  not  feel  justified 
in  troubling  Parliament  with  a clause  expressly  to 
do  this  unless  we  got  the  opinion  of  a higher  Court 
than  the  Revenue  Judge.”  Then  you  would  say: 
“ very  well,  you  are  not  going  to  put  the  litigant  to 
the  expense  of  that.” 

26.813.  Yes,  I do.  If  your  advice  has  been  taken 
my  point  would  not  arise,  and  therefore  that  falls 
to  the  ground? — Yes. 

26.814.  The  litigant  has  won  his  case  in  the  Court 
of  First  Instance,  and  you  advise  that  there  is  no 
chance  of  succeeding  in  the  highest  Court,  and  there- 
fore no  further  costs  are  incurred,  then  my  point  does 
not  arise,  but  I am  assuming  as  is  more  commonly  the 
case,  and  from  my  Parliamentary  experience  is  usually 
the  case,  that  the  Inland  Revenue  and  the  Chancellor 
of  the  Exchequer  prefer  to  have  a final  interpretation 
of  the  law  by  the  highest  Court  before  they  attempt 
to  alter  the  law? — Yes. 

26.815.  And  when  they  do  that  surely  they  ought 
to  pay  the  costs? — I think  so. 

26.816.  That  is  the  point,  but  it  is  not  done? — Well, 
it  does  not  rest  with  me.  I am  not  going  so  far  r.s 
to  say  that  it  has  never  been  done,  because  there  is 
a case,  which  I refer  to  in  my  last  paragraph,  where 
we  are  doing  it  now. 

26.817.  Mr.  Kerly:  We  are  agreed,  a very  rare 
case? — Well,  it  is  not  usual,  but  I have  known  it  done. 

26.818.  Mr.  Pretyman : By  Parliamentary  agree- 
ment it  is  done? — No.  I have  known  it  done  more 
frequently  in  oases  of  Death  Duties.  Sir  Edmund 
Nott-Bower  will  know  much  better  than  I,  but  I 
could  enumerate,  and  my  recollection  tells  me  that 
there  have  been  certainly  not  infrequently  cases  where 
we  have  had  a point  in  Death  Duties,  and  sometimes 
in  taxes  where  we  have  said:  “we  will  pay  your 
costs;  it  is  not  fair  to  you.” 

26.819.  There  was  the  Beach  case? — Yes,  I think 
Beach  is  one  of  them. 

26.820.  But  that  was  by  agreement  made  on  the 
floor  of  the  House  of  Commons  between  the  Chancellor 
of  the  Exchequer  and  certain  Members  who  were 
interested  in  the  particular  point.  That  happened 
several  times;  I have  known  it  happen  several  times? 
— All  I can  say  is  that  agreement  is  made  by  less  high 
functionaries  than  that.  It  is  done  by  the  Board  of 
Inland  Revenue  and  the  solicitor.  In  principle  I 
entirely  agree  with  that,  but  it  has  to  be  very  care- 
fully safeguarded,  because  if  it  is  once  recognized  in 
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a doubtful  point  where  it  is  to  the  interest  of  the 
Commissioners  to  get  a decision,  they  are  going  to  pay 
the  appellant’s  costs,  no  matter  where  he  goes 

26.821.  No,  it  is  only  after  he  has  won  in  the  Court 
of  First  Instance? — Even  after  he  has  won  in  the 
Court  of  First  Instance — you  will  have  a lot  of  people 
trying  to  push  in  and  say:  “now  I will  fight  this 
case.  I do  not  mind  paying  the  costs  if  I lose  in  the 
Court  of  First  Instance,  because  I can  go  to  the  Court 
of  Appeal  and  House  of  Lords  free  of  any  cost  to 
myself ; I do  not  mind  ; I will  keep  right  on.”  I think 
you  will  be  tempting  people.  I quite  agree  on 
principle  you  put  it  most  fairly,  if  I may  venture 
to  say  so,  but  you  have  got  to  think  of  the  other 
side.  There  is  the  man  who  says:  “ is  this  a fighting 
point?  ”;  counsel  says:  “ yes,  you  may  win;  I think 
you  have  a fair  chance.”  The  man  says:  “ all  right, 
I will  take  it  up  to  the  Court  of  First  Instance.” 
Counsel  might  say:  “you  may  win  there  but  you 
may  get  taken  further.”  If  the  suggestion  put  to 
me  is  carried  out  he  will  say : “I  can  stand  the 
costs  in  the  Court  of  First  Instance;  what  do  they 
amount  to — I can  stand  that,  and  if  it  goes  any 
further  let  it  go  as  far  as  it  likes,  I shall  not  have  any 
costs.” 

26.822.  Would  it  be  a laughable  suggestion  from 

a layman’s  point  of  view  to  say  that  the  Court  of 
First  Instance  in  allowing  an  appeal  might  say : 
“ subject  to  the  costs  of  both  sides  being  paid  by 
the  Crown  ” in  a case  of  that  sort? — Very  frequently 
in  cases  before  the  Revenue  Judge  counsel  for  the 
taxpayer  who  loses  says:  “ my  lord,  you  will  not  give 
them  costs  here,”  and  sometimes  the  judge  says: 
“ well,  what  do  you  say  about  it?  ” to  the  Attorney- 
General,  and  he  says:  “I  leave  it  in  your  lordship’s 
hands,”  or  he  probably  says,  as  is  very  often  the 
case:  “ I ask  for  costs  here  now,  and  if  they 

address  themselves  to  the  Commissioners  of  Inland 
Revenue  and  ask  for  relief  on  the  question  of  costs 
I will  do  my  best  to  see  it  done.” 

26.823.  I am  afraid  I did  not  make  myself  clear. 
I quite  understand  that  the  Court  will  give  its  view 
as  to  the  costs  in  the  Crown’s  own  case,  but  my 
point  was,  would  it  be  an  impossible  suggestion  that 
the  Court  of  First  Instance,  after  deciding  would 
express  an  opinion  that  if  the  Crown  took  the  case 
any  further  they  should  pay  the  costs  of  both  sides 
in  the  Courts  above? — I cannot  imagine  a judge 
giving  any  such  opinion  because  you  see  the  costs  of 
the  appeal  rest  with  the  Court  of  Appeal. 

26.824.  Mr.  Kerly : I think  I can  tell  Mr.  Pretyman 
that  such  a provision  would  be  inoperative? — It  would 
have  no  legal  effect,  and  I cannot  imagine  a 
judge  doing  it,  because  he  would  say:  “after  all, 
other  circumstances  and  facts  may  emerge.  It  is  not 
for  me  to  give  a direction  to  the  Court  of  Appeal  what 
they  ought  to  do.” 

26.825.  And  in  practice  a judge  is  always  very 
reluctant  to  put  difficulty  further  in  the  way  of 
questioning  his  opinion.  He  does  not  want  to  say : 
“well,  I am  quite  certain  I am. right  and  I want 
to  discourage  anybody  from  questioning  my  view.” 
On  the  other  hand,  a judge,  and  particularly  a good 
judge,  says:  “well,  I may  be  wrong  and,  if  so,  let 
me  be  put  right.” — Of  course,  there  are  cases  as  you 
are  perfectly  aware  where  appeal  only  lies  by  leave, 
and  then  I have  known  a judge  say:  “ No,  I do  not 
think  this  is  a case  where  you  ought  to  appeal,  and 
I will  not  give  you  leave.” 

26.826.  Mr.  Pretyman : Now  on  an  absolutely 
different  point  altogether,  should  I be  asking  you 
something  within  your  province  if  I asked  you  why 
certain  property  is  taxed  on  Schedule  B as  well  as 
Schedule  A;  on  a legal  point  is  that  your  business? — 
No,  with  deference,  I do  not  think  it  is  my  business. 
It  might  be  put  to  me  to  advise  whether  this  does 
fall  under  Schedule  A or  Schedule  B. 

26.827.  That  is  what  I mean?— The  practice  of 
doing  it  does  not  originate  with  me. 

26.828.  Mr.  Kerly:  May  I suggest  this  is  really  a 
matter  for  the  witnesses  we  are  going  to  take  this 
afternoon  more  than  for  Mr.  Cox,  who  might  be 
embarrassed  by  expressing  an  opinion  here  that  he 
might  have  hereafter  to  reconsider. 
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26.829.  Mr.  Pretyman : That  rather  puts  temptation 
in  my  way;  however,  I will  be  guided  by  you  in  this 
matter. 

26.830.  Mr.  Kerly : You  say  that  litigants  should 
not  be  encouraged  to  fight  questions  they  might  other- 
wise leave  by  being  given  a security  against  further 
expense  if  they  are  once  successful,  but  we  all  know 
that  practically  although  a man  is  immune  from 
having  to  pay  costs  to  the  other  side  the  costs  which 
he  gets  are  nothing  like  what  he  expends  ? — That  is  so. 

26.831.  So  that  people  would  always  have  that  in 


mind? — There  would  always  be  that  at  the  back,  but 
at  the  same  time  the  fact  of  not  having  to  pay  the 
costs  of  the  other  side  in  any  event  I think  might 
induce  some  people  to  press  appeals  who  would  not 
otherwise  do  so. 

26.832.  The  gist  of  it  is  that  litigation  will  always 
be  expensive  for  the  litigant? — Always. 

26.833.  Even  if  he  is  secured  from  having  to  pay 
the  other  side’s  costs? — That  is  absolutely  true. 

26.834.  Mr.  Kerly : We  are  much  obliged  to  you. 


Sir  Thomas  Collins,  Chief  Inspector  of  Taxes,  and  Mr.  E.  R.  Harrison,  an  Assistant  Secretary  to  the  Board 
of  Inland  Revenue,  recalled  and  examined. 


26.835.  ilfr.  Kerly : I may  say  we  appreciate  what 
an  immense  quantity  of  work  these  memoranda  repre- 
sent [ see  Appendices  Nos.  48-71].  We  regard  them 
as  really  as  replies,  and  we  do  not  propose  to  attempt 
to  take  you  through  them  generally.  We  are  going  to 
take  them  as  your  evidence,  and,  except  on  points  here 
and  there  which  some  of  us  may  desire  to  put  to  you, 

I think  you  will  find  that  you  will  not  be  further 
troubled  about  them.  Of  course  you  will  understand 
that  they  are  nevertheless  appreciated.  The  first  one 
I want  to  ask  you  about  is  with  regard  to  the  ex- 
emption of  Income  Tax  enjoyed  by  Friendly  Societies 
[see  Appendix  No.  52].  Do  I understand  that  your 
proposal  is  to  maintain  the  existing  exemption  from 
taxation,  but  to  abolish  it  in  the  case  of  unregistered 
societies? — ( Sir  Thomas  Collins ):  That  is  the  exemp- 
tion by  reference  to  the  limit  of  income. 

26.836.  Limit  it  to  registered  societies? — Yes. 

26.837.  Have  you  considered — I know  that  you  have 
in  another  connection — the  case  of  charities  under 
Schedule  B,  that  is,  charities  occupying  land  for  their 
own  purposes? — We  have  always  felt  that  exemption 
ought  to  be  granted  in  such  cases  as  are  mentioned  in 
paragraph  3 of  our  memorandum  on  charities  [see 
Appendix  No.  31]. 

26.838.  If  you  extend  the  exemption  that  they 
already  enjoy  in  respect  of  their  income,  to  the 
assumed  value  of  land  which  they  occupy,  in  the  case 
of  charities,  I suppose  you  would  say,  do  the  same 
thing  as  regards  registered  Friendly  Societies? — Yes, 
certainly  in  similar  circumstances. 

26.839.  Then  regarding  the  allowance  of  two-thirds 
of  the  annual  value  in  respect  of  a dwelling-house 
partly  used  for  a trade  or  profession  [ see  Appendix 
No.  53].  Do  you  suggest  that  the  two-thirds  limi- 
tation should  be  abolished? — Yes,  in  effect. 

26.840.  And  it  should  be  left  to  the  Commissioners 
or  the  Court,  or  whatever  it  is.  Where  the  part  of 
the  premises  which  is  used  for  private  purposes,  and 
not  for  trading  purposes,  is  less  than  one-third  of  the 
whole  in  value,  you  would  allow  a greater  exemption 
than  two-thirds? — Yes. 

26.841.  Mr.  Walker  Clark:  There  is  a point  there: 
the  Commissioners  are  spoken  of  in  paragraph  5 of 
this  memorandum  as  District  Commissioners. 

26.842.  Mr.  Kerly : You  mean,  no  doubt,  the 
General  Commissioners? — Yes.  We  have  been  in  the 
habit  of  speaking  of  General  Commissioners  as 
District  Commissioners;  I think  the  word  “ District  ” 
has  slipped  in  there  unintentionally. 

26.843.  Then  coming  to  the  memorandum  on  un- 

earned income  [see  Appendix  No.  55],  This  paper 
is  rather  upon  the  expression  “ unearned  income.” 
This  is  one  of  the  cases  where  perhaps  the 
name  is  important,  but  it  is  not  upon  that 
that  I want  to  speak  to  you.  I will  read 
the  last  paragraph:  “It  is  questionable  whether 

any  considerable  number  of  taxpayers  look  upon 
the  expression  ‘ unearned  income  ’ as  casting  a 
reflection  upon  the  class  of  income  to  which  it  is  re- 
lated. It  would,  however,  be  possible  to  adopt  the 
expression  ‘ income  from  property  ’ or  1 investment 
income,’  in  substitution  for  the  existing  expression.” 
Of  course  you  mean  that  an  income  from  shares  in  a 
limited  company  would  still  be  treated  as  unearned 
i ncome  ? — Yes. 


26.844.  Have  you  specially  considered  the  case 
where  the  shares  in  a limited  company  belong  to  a 
shareholder  who  takes  an  active  interest  in  the 
management,  but  has  no  special  remuneration? — That 
point  is  often  brought  before  us  in  our  daily  work, 
in  the  case  of  private  limited  companies  where  it  is 
open,  as  a rule,  to  persons  in  the  position  referred  to, 
to  allot  themselves  whatever  sums  they  like  as 
remuneration.  As  a matter  of  fact,  we  find  in 
private  companies  that  large  sums  out  of  the  profits 
are  allotted  to  the  managing  shareholders  as  remuner- 
ation, and  in  that  way  they  get  the  earned  rate 
allowed. 

26.845.  I thought  that  was  the  answer  you  would 
probably  make,  but  the  question  arose  in  my  mind. 
As  a matter  of  fact,  that  is  one  of  the  difficulties  with 
regard  to  the  division  between  earned  and  unearned 
income? — Yes. 

26.846.  I will  not  ask  you  to  develop  it,  but  I should 
like  to  know  what  is  your  view  as  to  the  maintenance 
of  the  division  between  earned  and  unearned  income 
on  the  different  rates  of  tax  up  to  £2,500.  It  operates 
very  hardly  at  the  bottom  of  the  scale  and  it  is  aban- 
doned above  the  £2,500  limit? — Yes.  I cannot  claim 
to  have  given  tho  subject  very  much  consideration, 
myself,  but  I think  that  the  difference  between  the 
earned  and  the  unearned  rate,  in  the  lower  ranges  of 
inoome,  operates  hardly ; that  is,  persons  with  un- 
earned incomes  running  up  to  £200,  £300  or  £400  a 
year,  are  very  much  handicapped  by  the  higher  rate 
of  the  tax  which  is  charged  upon  their  small  and 
very  often  fixed  incomes. 

26.847.  I should  like  to  take  your  opinion  upon  this. 
Supposing  you  were  to  regulate  your  abatement 
according  to  the  earned  income,  does  it  occur  to  you 
that  that  would  be  practicable?- — I could  not  say  off- 
hand, but  I know  very  great  difficulties  arise  where 
you  bring  into  opposition,  for  the  purposes  of  abate- 
ment or  relief,  unearned  income  as  against  earned 
income.  You  get  into  very  great  complications, 
almost  insurmountable  complications,  when  you  get 
mixed  incomes. 

26.848.  Then  your  paper  concerning  the  recovery  of 
Super-tax  from  a wife  in  certain  cases  [ see  Appen- 
dix No.  57]. — Mr.  Harrison  will  deal  with  that. 

26.849.  Mr.  Harrison,  you  are  dealing  here  with 
the  case  of  the  wife  with  a large  income  and  a hus- 
band perhaps  with  a very  small  one  amongst  other 
cases? — (Mr.  Harrison):  Yes,  that  is  so. 

26.850.  You  ask  for  power  or  you  suggest  power  to 

call  for  a return  from  the  wife.  Do  you  propose  to 
assess  her  personally  or  do  you  propose  to  recover 
from  her  the  amount  of  the  tax  on  the  joint  assess- 
ment?— We  should  propose  to  assess  her  personally 
and  to  recover  from  her  the  tax  on  her  proportion  of 
the  total  income,  that  is,  the  amount  on  which  .she  is 
assessed.  , 

26.851.  Two  different  things  occur  to  me  there, 
one  is  that  you  might  still  assess  her  and  her  husband 
jointly? — That  is  so. 

26.852.  But  make  her  personally  liable  only  for  her 
proportion  of  the  joint  assessment?— Yes,  but  I 
suggest  that  unless  you  separate  the  assessment  you 
might  have  a dispute  and  an  appealable  question 
possibly  as  to  what  was  her  proportion,  but  if  you 
assess  her  separately  you  determine  it  m the  firs 
instance. 
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26.853.  Surely  you  must  give  lier  the  right  of  appeal 
if  she  says  that  whatever  apportionment  is  made  is 
wrong ? — I entirely  agree. 

26.854.  So  we  may  put  that  aside,  I think.  Now  the 
question  is,  what  is  her  just  proportion  of  the  joint 
assessment  ? — Yes. 

26.855.  That  would  have  to  be  determined  by  Act 
of  Parliament? — The  present  rule  in  cases  where  the 
wife  asks  to  be  assessed  separately  is,  that  it  is  appor- 
tioned according  to  the  incomes  of  the  husband  and 
the  wife  respectively. 

26.856.  Under  the  existing  rule  then  there  are 
cases  where  you  do  make  a joint  assessment  and  then 
divide  it  between  the  spouses?— Not  quite;  we  make 
separate  assessments  where  they  are  applied  for,  but 
in  calculating  the  duty  on  the  two  assessments  we  in 
effect  work  out  the  duty  which  would  be  charged  on 
the  joint  assessment  if  there  were  one,  and  then 
apportion  it  according  to  the  two  incomes. 

26  857.  You  mean  you  take  the  joint  assessment  to 
determine  the  rate?— We  take  an  imaginary  joint 
assessment  in  determining  the  rate.. 

26,858.  Sir  E.  Nott-Bower : Supposing  the  husband 
had  £1,000  and  the  wife  >£4,000  a year  you  would 
arrive  at  what  the  duty  on  £5,000  would  be,  and'  then 
do  you  attribute  four-fifths  to  the  wife  and  one-fifth 
to  the  husband? — That  is  the  case. 

26  859.  Mr.  Kerly : I am  much  obliged ; that  ex- 
plains what  I was  asking.  Then  it  is  the  joint  assess- 
ment which  determines  the  rate? — Yes. 

26.860.  Mr.  Marks:  For  Income  Tax  and  Super- 
tax?—No,  the  Income  Tax  is  complicated  by  special 
rules  according  to  the  nature  of  the  income — the 
allowances. 

26.861.  But  on  the  main  point  you  do  take  them 
together  both  for  Income  Tax  and  Super-tax?— Yes. 

26.862.  Mr.  Kerly : If  you  have  got  to  the  Super- 
tax level,  the  Income  Tax  is  at  its  maximum  rate? — 
That  is  so. 

26.863.  So  that  even  if  the  husband  had,  shall  we 
say,  >£500  a year  and  his  wife  £5.000  a year,  the 
husband  has  got  to  pay  on  his  £500  at  the  6s.  rate? 
— Quite. 

26.864.  And  he  gets  no  abatement  or  return? — That 

^ 26,865.  Mr.  Marks:  And  he  also  pays  Super-tax? 

26.866.  Mr.  Kerly:  I want  to  know  whether  your 
proposal  is  that  you  should  take  power  to  assess  the 
wife  and  to  recover  from  her  her  portion  of  the  joint 
assessment  ? — Yes. 

26.867.  Will  you  tell  me  how  you  propose  to  re- 
cover it  from  a woman?— I know  that  if  there  is 
an  objection  to  pay  there  are  great  difficulties  in  the 
way  of  recovering  from  a married  woman,  and  I 
should  not  like  to  go  into  those  difficulties  in  great 
detail,  because  they  are  purely  of  a legal  nature,  I 
understand. 

26.868.  But  I want  to  know  whether,  you  make 
any  proposal  as  to  an  incroase  of  the  existing  powers? 
— At  the  present  time,  of  course,  we  get  these  cases 
where  the  wife  asks  for  an  assessment,  and.  as  far  as 
I know  we  have  never  had  to  press  seriously  the 
question  of  recoverv  in  one  of  those  cases. 

26  869.  I follow  that  where  the.  lady  asks  for  it, 
but  here  you  are  going  to  impose  it  on  her? — Yes. 

26.870.  You  can,  of  course,  get  execution  against 
her  separate  property? — Precisely. 

26.871.  Just  as  you  can  against  a man’s? — Yes. 

26.872.  As  regards  the  man,  in  the  ultimate  resort, 
I suppose,  you  imprison  him? — Yes,  we  have  power 
to  do  so.  I have  never  known  a case  of  a man 
imprisoned  for  Super-tax,  hut  it  might  happen. 

26.873.  Have  you  ever  known  the  case  of  a man 
imprisoned  for  Income  Tax? — I have  known  a few 
cases,  yes. 

26.874.  Mr.  McLintock : Small  taxpayers? 

26.875.  Mr.  Kerly:  Yes,  the  wage-earning  class;  I 
was  forgetting  that — that  is  new? — Normally,  the 
wage-earning  classes,  hut  there  are  other  classes  also; 
there  is  no  distinction  as  to  class,  of  course. 

26.876.  Are  you  asking  for  corresponding  powers 
against  a recalcitrant  married  woman? — I think  we 
should  have  full  powers,  hut  I hesitate,  to  suggest 
that  we  should  seek  to  imprison  a married  woman, 
at  any  rate,  save  in  very  extraordinary  circumstances. 

27881 


26.877.  I had  a question  on  the  paper  with  refer- 
ence to  liability  to  Super-tax  in  respect  of  income 
from  settled  funds  accumulating  for  the  benefit  of 
minors  [see  Appendix  No.  58].  You  make  a proposal 
in  case  of  a minor  coming  into  a large  accumulation 
of  income  which  has  accumulated  during  his 
minority.  You  suggest  that  there  should  be  power 
to  charge  unpaid  Super-tax  which  he  would  have 
been  liable  to  had  the  income  been  vested  in  him 
before  the  date  of  vesting? — Yes. 

26.878.  Mr.  McLintock  : I take  it  it  is  the  view 
of  the  Inland  Revenue  that  whether  the  deed  is 
revocable  or  irrevocable  the  income  should  be  brought 
in  for  Super-tax  purposes? 

26.879.  Mr.  Kerly : Mr.  Harrison  says,  as  I under- 
stand, when  once  the  accumulation  has  vested? — Yes, 
when  it  has  vested,  then  we  seek  power  to  charge. 

26.880.  Then  the  time  for  revocation  would  have 
passed. 

26.881.  Mr.  McLintock : I was  on  the  other  point. 
During  the  period  of  accumulation  there  is  a trust 
in  favour  of  a child  until  it  reaches  the  age  of  21; 
do  you  seek  to  tax  that  accumulated  revenue  as  part 
of  the  father’s  income? 

26.882.  Mr.  Kerly:  That  is  not  this  point.  This 
point  is  that  where  there  is  an  accumulation  for  a 
child,  the  child  being  entitled  if  he  attains  21  ? Yes. 

26.883.  Until  he  attains  21  the  child  is  not  entitled 
to  it,  but  when  he  does  attain  21  he  becomes  entitled 
to  the  whole  accumulation,  which  has  been  piling 
up.  Mr.  Harrison’s  suggestion  is  that  then  you 
should  reconsider  his  Super-tax  account  from  a certain 
number  of  years  back? — An  indefinite  number. 

26.884.  Mr.  McLintock:  And  his  Income  Tax 

liability  also?— The  Income  Tax  liability  is  almost 
always  satisfied  in  this  case  by  deduction. 

26.885.  He  might  be  entitled  to  the  lower  rate?— 

He  is  entitled  to  a lower  rate;  he  is  now.  The  law  is 
one-sided  in  that  respect.  He  is  entitled  to  reopen 
his  liability  for  all  those  back  years  for  Income  Tax, 
and  we  say  we  should  have  a corresponding  power 
for  Super-tax.  , . , . . ... 

26.886.  Mr.  Kerly  : You  were  thinking  of  something 
other  than  the  minor  contingently  entitled,  which  is 
Mr.  Harrison’s  point? 

26.887.  Mr.  McLintock:  Yes. 

26.888.  Mr.  Kerly : In  the  case  of  Income  Tax  there 
lias,  of  course,  been  deduction  at  the  source?— That 
would  normally  be  the  case. 

26.889.  Under  the  existing  practice,  1 am  told, 
if  the  total  income  turns  out,  when  allocated  to  its 
particular  years,  to  have  been  less  than  that  which 
bears  the  full  rate,  you  do  now  allow  the  account  to 
be  retaken  for  the  purposes  of  return?— We  do; 

that  is  so.  , , , .,  . v, 

26  890.  And  you  propose  now  to  turn  to  the  otner 
side’ where  Super-tax  is  payable  and  to  ask  them 
for  that? — Yes.  . 

26,891.  Referring  to  the  Memorandum  on 
Charities  [see  Appendix  No.  31].  Yon  have 
already  dealt  with  the  point  that  you  approve  of 
the  extension  of  the  exemption  from  tax  to  land  m 
the  occupation  of  charities? — Yes. 

26  892.  I will  not  deal  further  with  that.  You 
help’ us  here  upon  the  vexed  question  upon  what 
should  be  charities  for  the  purposes  of  exemption.— 
We  make  some  suggestions  on  that  point,  certainly. 

26  893.  It  is  quite  clear  from  the  examples  you  have 
given  that  something  in  the  nature  of  a redefinition 
of  a charity  is  necessary?— We  certainly  submit  that 

ll  26,394.  Take,  for  instance,  paragraph  5 (b)  of  this 
memorandum.  You  say  it  has  been  held  that  a 
hospital  conducted  on  the  principle  of  letting  the  rich 
patients  pay  for  the  poor  is  not  entitled  to  exemp- 

tl<26j895.eWell,  there  is  no  such  hospital  as  that,  is 
there? There  are  cases  where  the  rich  help  to  pay 

for  the  poor?  . „ 

26  896.  Mr.  McLintock:  There  are  asylums.  (Sir 
Thomas  Collins):  The  particular  case  referred  to 
(Needham  v.  Bowers)  relates  to  an  asylum  near 
Gloucester — I forget  the  nameofit— where  Patients 
were  taken  at  various  rates.  In  the  days  when  this 
case  was  decided  some  were  taken  for  a very  small 
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sum  and  the  richer  class  of  patients  paid  sufficient  to 
cover  their  own  expenses  fully  and  to  a great  extent 
the  cost  of  the  others. 

26.897.  Mr.  Kerly:  So  that  there  was  a profit? — 
On  the  total  transactions  there  was  a profit. 

26.898.  Mr.  McLintock : There  are  other  asylums 
in  the  same  position. 

26.899.  Mr.  Kerly:  I did  not  quite  follow  this 
passage,  because  I read  it  hurriedly.  Do  you  suggest 
that  that  institution  should  or  should  not  be  a 
charity?  It  seems  to  me  to  be  an  ordinary  business 
for  profit,  some  part  of  the  profit  from  which  is 
disposed  of  for  charitable  purposes? — Yes.  I would 
not  like  to  speak  with  certainty  without  further 
knowledge  of  the  facts  of  that  case. 

26.900.  You  merely  bring  that  forward  as  one  of 
the  reasons  for  reconsidering  the  definition? — Yes. 

26.901.  I note  that  in  paragraph  13  you  point  out 
that  the  exemption  of  charities  at  the  present  time — 
that  means  at  present  rates,  I suppose — costs  the 
country  from  £4,000,000  to  £5,000,000  a year? — Yes. 

26.902.  Then  in  paragraph  9,  do  you  suggest  that 
colleges,  universities  and  public  schools  should  be 
excluded  from  relief  as  charities;  that  is  considering 
also  paragraph  14  and  onwards,  particularly  15  (a) 
and  (b)  ? — (Mr.  Harrison ) : I do  not  think  we  have 
suggested  that  the  exemption  of  colleges,  halls  and 
universities  should  be  withdrawn,  but  it  is  just  a 
question  whether  they  should  continue  to  enjoy 
exemption  of  their  endowments. 

26.903.  Why  distinguish  between  their  endowments 
and,  say,  land  in  their  occupation  which  you  propose 
to  exempt  if  they  are  charities? — In  principle,  of 
course,  there  might  be  a good  deal  to  be  said  for 
withdrawing  it  altogether. 

26.904.  Does  the  Board  or  does  it  not  make  any 
recommendation  to  us  with  regard  to  exclusion  from 
tax.  The  words  I had  were,  “ colleges,  universities 
and  public  schools  53  ? — (Sir  Thomas  Collins) : I think 
they  do,  tentatively,  by  paragraph  16.  That  implies, 
I think,  that  the  Board  do  rather  suggest  for  con- 
sideration— under  the  restricted  exemption,  which 
they  refer  to  in  the  preceding  paragraph — charities 
for  the  relief  or  education  of  classes  of  persons 
with  small  incomes. 

26.905.  So  I understood.  Then  you  would'  also  ex- 
clude, you  suggest,  religious  bodies? — I am  afraid 
that  is  suggested  for  consideration. 

26.906.  And,  I presume,  propaganda  societies? — 
Yes.  The  suggestions  are  all  very  tentative  and  given 
with  a great  deal  of  diffidence. 

26.907.  Put  forward  for  our  consideration,  but  with 
your  blessing? — Not  mine  personally. 

26.908.  I mean  the  Board’s  blessing? — I am  rather 
aghast  at  leaving  religious  bodies  out  myself,  but  I 
am  here  to  present  the  tentative  opinion  of  the 
Board  of  Inland  Revenue  as  to  the  points  that  might 
be  considered. 

26.909.  The  next  paper  is  dealing  with  copyright 
[sec  Appendix  No.  69].  You  say  that  copyright 
royalties,  particularly  where  the  copyright  is  owned 
abroad,  under  the  present  law  escape  taxation  to  a 
great  extent? — Yes. 

26.910.  Do  you  propose  to  catch  them  by  making 
the  publisher  chargeable  in  respect  of  the  royalty 
which  he  pays  to  the  author? — Yes. 

26.911.  That  seems  right  .enough,  but  there  is  a 
practical  difficulty,  is  there  not?  What  do  you  say 
as  to  the  case  of  small  lump  sum  payments,  for 
instance,  for  magazine  articles?  How  are  you  going 
to  deal  with  that? — The  proposal  does  not  reach  to 
such  a payment  as  that. 

26.912.  It  would  be  necessary  for  the  practical 
working  of  it,  would  it  not,  to  limit  the  charge  on 
the  publisher  which  is  got,  of  oourse,  by  making  an 
allowance  in  his  accounts.  You  would  have  to  allow 
him,  would  you  not,  to  deduct  such  payments  in  the 
nature  of  royalty  as  ought  not,  in  the  view  of  the 
Legislature,  to  pay  tax? — Yes. 

26.913.  That  could  only  be  got  at,  so  far  as  I can 
see,  by  fixing  an  amount — by  allowing  him  to  deduct 
payments  to  a single  author  not  exceeding  £50  in  one 
year,  or  something  of  that  sort? — Yes. 

26.914.  Can  you  suggest  any  other  way? — No,  I 
think  not,  unless  we  were  to  confine  the  deduction 
of  tax  to  royalties  only. 


26.915.  Does  that  mean  in  the  sense  of  periodic 
payments  ? — Y es. 

26.916.  Putting  it  round  the  other  way,  as  Mr. 
Pretyman  reminds  me,  you  would  allow  him  to  charge 
as  expenses  in  his  account  all  payments  to  authors 
except  royalties  paid  periodically? — Yes.  Of  course, 
he  charges  them  all  at  present. 

26.917.  Even  then  you  see  the  lump  sum  would 
escape  tax.  Supposing  an  American  author,  to  take 
a concrete  illustration,  sells  his  manuscript  or  a copy 
of  his  manuscript  to  an  English  publisher  for  £1000, 
that  is  not  a periodic  payment? — No. 

26.918.  Is  it  to  escape? — Well,  I do  not  think  it  has 
occurred  to  us  to  go  so  far  as  to  suggest  that  the  tax 
should  be  deducted  on  those  payments. 

26.919.  At  the  other  end  of  the  scale,  you  know, 
if  you  made  the  publisher  in  effect  pay,  and  so  deduce 
from  the  author,  in  respect  of  all  payments  for  copy- 
right licence,  there  would  be  some  very  hard  cases? 
— Yes. 

26.920.  I suppose  most  of  us  know  that  there  is  no 
class  so  impecunious  as  the  class  which  lives  upon 
occasional  journalism? — I quite  agree. 

26.921.  They  would  fall  even  below  the  suggested 
miners’  exemption  limit  in  most  cases,  and  they  would 
be  taxed  at  6s.  if  the  publisher  is  to  make  the  deduc- 
tion. That  is  a difficulty  which  does  not  seem  to 
have  been  met,  and  it  is  one  we  shall  have  to  consider. 

26.922.  Sir  E.  Nott-Bower:  A difficulty  arises  in 
my  mind  under  paragraph  14.  You  seem  to  contem- 
plate that,  supposing  these  royalties  were  paid  to  an 
English  author  subject  to  deduction  of  tax,  the 
English  author  might  be  allowed  to  claim  the  benefit 
of  relief  applicable  to  earned  income;  that  the  pay- 
ment should  be  treated  as  earned  income.  Is  not 
that  so? — Payment  to  an  author  should  be  treated 
as  earned  income — I think  that  would  be  right. 

26.923.  Of  an  annual  royalty? — Yes. 

26.924.  If  it  is  earned  income,  where  is  it  earned? 
It  is  earned  where  the  author  writes,  is  it  not? 

26.925.  Mr.  Kerly:  Or  where  he  thinks? 

26.926.  Sir  E.  Nott-Bower:  Or  where  he  thinks — 
where  he  exercises  his  vocation?  If  you  take  that 
view,  are  you  consistent  in  seeking  to  tax  the 
foreigner  on  the  profits  of  his  copyright? — A non- 
resident person? 

26.927.  Yes,  a non-resident  person,  who  exercises 
his  vocation  abroad ; if  it  is  earned  income  it  must  be 
earned  where  the  vocation  is  exercised? — I am  sorry 
to  say  that  I do  not  see  the  point. 

26.928.  If  royalties  on  copyright  are  earned  income 
they  are  the  earnings  of  a vocation,  and  they  are  the 
earnings  of  a vocation  which  arises  where  the  vocation 
is  carried  on.  Then  this  is  my  point:  the  foreign 
author  then  is  in  receipt  of  profits  from  a vocation 
which  he  exercises,  say,  in  Paris.  . Why  should  he 
he  taxed  at  all?  If  you  tax  the  foreigner  you  are 
taxing  him  really  because  he  is  receiving  profits  from 
property  in  this  oountry? — Yes,  it  seems  to  me  to 
be  quite  right  to  tax  him. 

26.929.  Both  things  cannot  be  right,  can  they  ? If 
the  foreign  author  is  deriving  profits  from  property 
in  this  country,  so  is  the  English  author,  and  then 
to  the  profit  derived  from  property  in  this  country 
the  earned  income  rate  would  be  applicable? — At  the 
present  moment  the  law  does  not  allow  non-residents 
the  earned  income  relief  at  all. 

26.930.  But  if  they  are  profits  of  a vocation  which 
is  exercised  abroad,  they  do  not  fall  within  the  scope 
of  the  Income  Tax  at  all  in  the  case  of  a foreigner? 
— But  take  the  case  of  a firm  which  has  partners  in 
Great  Britain  and  partners  abroad,  and  the  control 
is  here,  and  the  whole  profits  are  charged,  the  income 
of  the  non-resident  persons  might  he  stated  to  be 
earned  abroad,  but  they  are  charged,  and  charged 
generally  at  the  unearned  rate,  for  the  portion  or 
the  profits  which  they  take.  The  view  which  is  given 
here  is  quite  consistent  with  the  practice  in  many 
cases  which  are  analogous  to  it. 

26.931.  Well,  I will  not  put  it  to  you  further;  you 
have  not  removed  my  difficulty  ? — -No ; but  perhaps 
my  mind  is  not  at  the  moment  ad  idem  with  yours. 

26.932.  My  difficulty  merely  is  this,  that  royalties 
for  copyright  you  must  regard  either  as  income  from 
property  or  as  income  from  a vocation,  and  it  they 
are  income  from  a vocation,  the  vocation  in  the  case 
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of  an  author  living  in  Paris  is  clearly  exercised  in 
Paris,  and  you  ought  not  to  want  to  tax  him  at  all 
for  the  profits  of  a vocation  exercised  in  Paris? — Not 
on  profits  he  derives  from  Great  Britain? 

26.933.  He  does  not  exercise  a vocation  here. 

26.934.  Mr.  Kerly : If  I might  intervene  for  one 
moment,  personally  I quite  appreciate  your  point. 
There  does  seem  to  be  a logical  inconsistency  in 
treating  the  profit  of  a mental  exertion  as  income 
arising  from  a business  in  one  country  and  as  pro- 
perty in  another,  but  I do  not  think  there  really  is. 
There  may  be  exceptional  cases,  but  the  normal  case 
is  this,  is  it  not : an  American  author  is  carry- 
ing on  the  business  of  writing  in  America.  In  the 
oourse  of  that  business  he  from  time  to  time  pro- 
duces something  which  is  saleable  elsewhere.  It  is 
not  his  regular  business  to  write  for  the  English 
market  but  to  write  for  the  American  market.  Every 
now  and  then  he  or  his  publisher  has  got  a piece  of 
property,  namely  a completed  book,  which  he  brings 
over  here  and  sells  here  for  what  he  can  get.  I think 
that  is  not  far  off  the  practical  working  of  it,  and 
that,  I think  reconciles  your  difficulty.  There  are 
other  cases  I do  not  doubt  where  a man  who  has  got 
a reputation  on  both  sides  of  the  Atlantic,  for 
instance,  may  really  be  working  for  both  markets 
normally.  I do  not  see  in  this  paper  any  reference 
to  a question  which  has  been  raised  both  in  connection 
with  copyright  and  patents  and  trade  marks,  first 
that  the  cost  of  litigation  to  protect  the  rights  of 
either  class  of  property  should  be  treated  as  a trading 
expense;  has  that  been  dealt  with? — In  charging 
patent  royalties 'we  allow  the  patentee  his  expenses, 
and  litigation  expenses  for  the  purpose  of  protecting 
his  rights  would  certainly  be  allowed  as  an  expense. 

26.935.  Protecting  and  enforcing? — Yes. 

26.936.  That  is  done,  is  it,  at  present? — A patentee 
has  Income  Tax  deducted  from  his  royalties  when 
they  are  paid  to  him,  and  if  he  brings  us  an  account 
showing  how  much  is  received  under  deduction  of 
tax  and  what  his  expenses  are,  we  repay  him  on  the 
expenses,  or  set  against  those  expenses  any  sums 
which  he  may  receive  without  deduction  of  tax. 

26.937.  Now  we  come  to  the  memorandum  on  the 
subject  of  Double  Income  Tax  elsewhere  than  within 
the  British  Empire  [ see  Appendix  No.  60].  I want 
to  ask  you  what  is  rather  a connective  question  on  the 
immediate  topic.  Very  considerable  difficulties  arise 
which  have  been  discussed  many  times  before  us, 
where  a business  which  is  substantially  a foreign 
business  is  controlled  by  a company  resident  in  this 
jurisdiction,  but  has  a number  of  foreign  shareholders. 
— (Mr.  Harrison ) : Yes. 

26.938.  Would  not  there  be  some  logical  justifica- 
tion for  treating  the  dividends  which  at  any  rate  are 
payable  to  the  foreign  shareholders  as  something  in 
the  way  of  goods  in  transit  to  a foreign  country, 
which  pay  no  Customs  duty  provided  they  are  kept 
in  bond? — I think  in  the  official  evidence  we  gave  on 
that  doctrine  of  control  we  did  indicate  that  possibly 
dividends  paid  to  foreign  residents  or  profits  accruing 
to  foreign  residents  out  of  profits  made  abroad  should 
not  necessarily  be  taxed  here  at  the  full  rate. 

26.939.  I had  forgotten ; the  Board  has  already 
dealt  with  it?- -Yes. 

26.940.  Then  I will  not  trouble  you  further.  My 
next  point  is  on  your  paper  regarding  the  taxation 
of  the  Clergy  [ see  Appendix  No.  66].  I gather 
that  your  proposal  is  in  paragraph  21  to  allow  any- 
thing paid  out  of  a clergyman’s  stipend  or  profes- 
sional income  to  licensed  lay  workers? — Yes,  I think 
that  is  the  suggestion. 

26.941.  With  regard  to  Easter  offerings,  in  para- 
graph 12,  you  say  that  the  law  is  clear  that  Easter 
offerings  where  they  are  part  of  the  regular  income  of 
a clergyman  ought  to  be  taxed? — Yes. 

26.942.  Has  any  question  ever  arisen  with  regard 
to  collections  for  the  Clergy  which  are  made  at  other 
times  than  at  Easter? — I think  the  question  is 
always  the  same  one : do  they  accrue  to  him  because 
he  is  the  incumbent  of  the  benefice,  or  are  they  collec- 
tions made  for  him,  perhaps  to  get  a poor  man  a 
holiday,  or  something  of  that  kind?  If  they  are 
entirely  collections  for  him  in  his  personal  capacity, 
then  probably  they  would  not  be  taxable,  but  if  they 
accrue  to  him  by  virtue  of  his  incumbency  then  they 
would,  of  course ; it  always  depends  upon  the  facts. 
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26.943.  It  depends  upon  the  facts  of  the  particular 
case? — Yes;  a testimonial  would  not  be  liable,  for 
instance. 

26.944.  Then  I have  a point  on  paragraph  32, 
with  regard  to  mortgages.  “ Under  the  general 
rules  ...  no  deduction  is  allowable  in  respect 
of  capital  expenditure,  and  the  prohibition  applies  to 
capital  expenditure  spread  over  a period  of  years.” 
No  modification  “ is  permitted  by  reason  of  compul- 
sory application  of  income  to  the  specific  purpose  of 
providing  annual  sums  by  way  of  a sinking  fund  for 
the  extinction  of  a mortgage  debt  ” ? — Quite. 

26.945.  To  put  a particular  case:  an  incumbent 
of  a particular  benefice  in  the  year  1900  gets  leave  to 
borrow  upon  the  security  of  the  future  income  a 
lump  sum  of  money  to  repair  the  church,  or  to  rebuild 
the  rectory.  His  income  for  a number  of  years,  there- 
after is  small,  because  the  interest  and  perhaps  a 
sinking  fund  have  to  be  provided  out  of  it? — Yes. 

26.946.  Do  you  say  that  that  interest  and  sinking 
fund  ought  not  to  be  allowed,  but  that  the  parson 
ought  to  pay  as  though  he  had  the  uncharged  income? 
— As  far  as  the  interest  is  concerned  that  ought  to 
be  allowed,  and  would  be  allowed;  as  far  as  the  sink- 
ing fund  proper  is  concerned,  I suggest  that  the  pro- 
per thing  is  to  make  him  an  appropriate  allowance 
for  the  cost  of  the  repairs,  and  I think  in  the  great 
majority  of  cases  that  would  now  be  done,  either  by 
the  one-sixth,  or  if  that  is  not  sufficient  by  the 
additional  allowance  under  what  is  usually  known  as 
section  69.  I think  if  he  had  the  sinking  fund  too,  if 
we  are  merely  on  the  equity  of  the  case,  he  might 
get  it  twice  over. 

26.947.  To  continue  the  example,  his  predecessor 
having  laid  out  the  money  which  he  borrowed,  would 
you  give  the  present  incumbent  an  allowance  in 
respect  of  repairs  which  he  never  makes  to  set  off 
against  a payment  by  way  of  sinking  fund  for  his 
predecessor’s  debt? — I think  if  you  have  a rectory, 
say,  which  is  going  to  be  repaired,  the  one-sixth 
allowance  would  be  made  every  year,  notwithstanding 
the  charge  of  the  incumbent,  and  so  I suggest  would 
the  additional  allowance  of  the  balance  of  the  cost 
of  repairs,  insurance  and  maintenance  to  the  successor 
if  necessary ; it  would  be  carried  on  as  long  as  the 
five  years’  average  operated. 

26.948.  I still  cannot  see  how  it  would  work.  A 
rector  has  got  to  repair  the  chancel,  has  he  not? — 
Yes.  There  is  a special  allowance  for  that,  if  you 
take  the  case  of  the  chancel. 

26,949  Well,  it  may  be  that  all  my  difficulties 
will  vanish  when  I know  the  facts.  Take  the  chancel ; 
he  has  got  to  repair  the  chancel,  and  we  will  suppose 
before  be  came  into  possession,  money  was  raised 
on  mortgage  and  expended  in  repairing  the  chancel. 
The  chancel  produces  no  income? — No,  but  he  can 
get  a deduction  from  other  income  in  respect  of  the 
repairs  of  the  chancel.  No.  V.  of  Schedule  A pro- 
vides that  he  may  claim  as  a deduction  the  amount 
expended  during  the  year  preceding  the  year  of 
assessment  on  repairs  of  any  collegiate  church  or 
chapel  or  chancel  of  a church,  and  so  on. 

26.950.  But  I am  speaking  of  expenditure  10 
years  ago,  not  paid  off? — I agree  when  you  come  on 
to  the  successor,  then  I think  the  only  answer  is  that 
your  predecessor  had  the  allowance,  and  it  may  be 
personally  a little  hard  on  you,  but  we  have  made  the 
allowance  to  your  predecessor,  and  we  cannot  make 
a second  allowance. 

26.951.  You  have  not  persuaded  me  that  it  is  right. 
In  my  view  you  should,  as  far  as  possible,  tax  a man 
on  the  income  which  he  receives,  and  not  on  any 
imaginary  income  which  he  might  have  received? — 
Of  course,  if  I may  suggest  it,  in  this  particular  case 
you  get  A incurring  the  expenditure*,  and  he  gets  the 
allowance  for  it,  but  he  charges  the  benefice  to  pay 
it  off.  He  gets  the  whole  of  the  allowance,  and  his 
successor  suffers.  I agree  that  as  between  A and  B 
there  may  be  a certain  element  of  hardship  in  it,  but 
not  as  between  A and  B on  the  one  side  and  the 
Revenue  on  the  other. 

26.952.  It  is  suggested  to  me  that  this  apparent 
hardship  is  to  some  extent  put  right  by  the  Com- 
missioners of  Queen  Anne’s  Bounty : do  you  know 
whether  that  is  so  or  not? — I have  no  very  precise 
knowledge,  but  as  a matter  of  fact  I believe  there 
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are  grants  made  by  the  Queen  Anne’s  Bounty  which 
may  help  this;  I confess  I have  no  detailed  know- 
ledge of  that. 

26.953.  I will  tell  you  how  it  strikes  me:  here  is 
a capital  property,  the  rectory  house  and  so  on,  and 
there  is  an  income;  both  have  diminished  in  value, 
and  you  are  going  to  charge  a successor  to  the  income 
as  if  his  income  were  at  the  original  amount? — Well, 
not  quite,  I suggest.  We  allow  him  at  any  rate  to 
deduct  the  mortgage  interest.  It  is  only,  I think, 
the  sinking  fund  that  we  are  really  on,  the  repay- 
ment of  the  capital.  I suggest  the  difficulty  really 
arose  there,  that  is,  that  under  the  law  as  it  stands 
A,  the  man  who  spends  the  money  on  the  repairs, 
but  instead  of  paying  for  them  out  of  his  own  pocket, 
borrows  the  money  to  provide  for  them,  gets  really 
equitably  and  logically  too  big  an  allowance  because 
A gets  the  whole  cost  of  the  repairs,  although  as  a 
matter  of  fact  he  himself  is  not  bearing  that  cost ; he 
is  charging  B,  his  successor,  with  a portion. 

26.954.  Mr.  Walker  Clark : Ought  not  that  to  be 
a point  of  adjustment  between  A and  B? 

26.955.  Mr.  Kerly : That  is  suggested,  but  inasmuch 
as  this  matter  may  have  happened  50  years  before 
the  present  incumbent  is  there,  I cannot  see  that 
there  is  any  justification  for  charging  the  present 
incumbent  upon  an  income  which  he  never  has  re- 
ceived and  never  can  receive.  It  is  not  as  though 
he  were  receiving  that  money  by  putting  something 
aside,  and  at  some  future  time  he  was  going  to  get 
the  benefit  of  it.  The  hypothesis  is  that  the  existing 
fabric  has  merely  been  repaired  ? — Yes,  and  an  allow- 
ance made  to  the  wrong  man,  perhaps,  but  an 
allowance  has  been  made  in  respect  of  the  cost  of 
those  repairs. 

26.956.  Possibly  it  has : possibly  it  has  not. 

26.957.  Mr.  Pretyman : It  depends  on  the  annual 
value.  It  may  not  have  been  so  unless  the  annual 
value  in  the  country  was  below  £52? — I beg  your 
pardon,  I am  on  the  specific  allowance  in  No.  V.  of 
Schedule  A.  This  is  altogether  in  addition  to,  and 
outside,  the  general  allowance  that  you  are  speaking 
of,  the  one-sixth  or  the  section  69  allowance.  There 
is  a specific  allowance  under  the  old  Act  of  1842,  No. 
V.,  Schedule  A,  for  the  amount  expended  on  the 
repairs  of  collegiate  churches,  chapels,  and  so  on. 

26.958.  But  not  for  a rectory? — No.  I took  the 
chancel  because  Mr.  Kerly  gave  me  that  case. 

26.959.  Mr.  Kerly:  I took  the  case  of  the  chancel, 
and  you  told  me  that  there  was  a special  provision? — 
I did. 

26.960.  Mr.  Marks : If  A has  incurred  a liability  to 
spend  £1,000  on  his  chancel,  say,  and  he  borrows  that 
amount  from  the  Queen  Anne’s  Bounty,  and  it  is 
repayable  by  an  annuity,  he  cannot  get  an  allowance 
off  his  income  in  respect  of  the  total  annuity,  both 
the  sinking  fund  and  the  interest? — I would  not  like 
to  answer  very  definitely  on  that  point,  because  I 
have  no  detailed  knowledge  of  the  working  of  Queen 
Anne’s  Bounty  allowances. 

26.961.  You  can  assume  that  advances  made  by 
Queen  Anne’s  Bounty  to  the  incumbent  of  the  living 
are  repayable  in  99  cases  out  of  100  by  an  annuity 
of  principal  and  interest,  and  assuming  that  that 
were  the  case,  in  the  particular  instance  which  I have 
suggested,  how  would  that  work?— He  gets  the  in- 
terest, but  he  does  not  get  the  capital.  The  portion 
of  the  annuity  which  represents  capital  he  does  not 
get;  I think  that  is  the  position. 

26.962.  There  would  be  no  allowance  made  whatever 
to  any  incumbent  in  respect  of  the  capital  sum  which 
he  had  expended,  which  is  ultimately  repaid  out  of 
his  income? — No,  pardon  me,  I did  not  mean  to  say 
that.  In  so  far  as  that  is  expended  on  the  chancel  he 
gets  a specific  allowance  for  the  cost  of  those  repairs 
to  the  chancel. 

26.963.  How  would  that  be  dealt  with  in  the  in- 
stances I have  suggested,  where  the  cost  of  these 
repairs  was  repayable  by  an  annuity?— The  annuity 
question  would  not  come  into  it  all.  He  has  spent 
£1,000  on  repairs,  and  he  is  entitled  to  claim  an 
allowance  in  respect  of  that  £1,000. 

26.964.  Mr.  Pretyman : Really,  I do  not  think  that 
is  so;  it  is  only  so  in  certain" cases.  Take  for  the 


moment,  for  argument,  the  ease  where  he  has  not 
had  an  allowance;  he  will  only  get  that  allowance 
in  the  case  you  quoted  under  that  particular  Section 
applying  to  a collegiate  church  or  chapel,  and  he  will 
also  get  it  under  the  special  legislation  of  last  Session, 
where  the  annual  value  of  a rectory  is  not  greater 
than  £52  in  the  country? — I agree  as  regards  the 
rectory  entirely. 

26.965.  Dealing  with  the  case  of  a rectory  worth 
£60,  upon  which  a man  has  had  to  spend  £500  in 
repairs,  he  has  only  had  his  one-sixth  normal  allow- 
ance>  he  has  never  had  that  £500  back,  and  after  he 
has  spent  it  the  rectory  is  worth  no  more  than  it 
was? — I intended  to  limit  my  answer  entirely  to  the 
chancel.  I agree  as  regards  the  rectory  if  the  rectory 
is  outside  the  limit  of  value  to  which  the  section 
69  allowance  applies,  then  he  only  gets  his  one-sixth 
allowance  for  repairs  as  repairs. 

26.966.  Ought  not  he  to  have  the  full  abatement 
from  his  Income  Tax  of  his  entire  repayment,  both 
capital  and  interest,  when  he  is  repaying  the  £300 
or  £400,  whatever  it  was,  that  he  had  had  to  expend, 
merely  to  maintain  the  annual  value  upon  which  he 
is  paying  tax  all  the  time? — I agree;  but  may  I 
suggest  that  is  really  part  of  the  general  case  for 
extending  the  section  69  allowance  to  a higher  annual 
value  than  £60  or  £50,  whatever  it  is. 

26.967.  Mr.  Kerly : Here  is  what  strikes  me  as  a 
general  solution  of  this  difficulty:  supposing  instead 
of  saying  the  man  ought  not  to  be  treated  on  his 
actual  income,  that  is  what  remains  after  deduction 
of  charges  upon  it,  because  these  charges  may  repre- 
sent some  allowance  for  repairs,  put  it  the  other  way 
round ; let  him  deduct  all  charges  upon  his  income, 
and  where  the  mortgage  which  the  charges  represent 
is  in  respect  of  repairs,  make  him  no  allowance  for 
the  appropriate  time  for  repairs? — That  of  course 
might  be  a possible  way  of  dealing  with  the  clergy 
case.  As  a principle  I am  always  a little  afraid  of 
introducing  as  a deduction  anything  in  the  nature 
of  a capital  charge. 

26.968.  I follow  what  you  mean.  Of  course,  we 
shall  have  to  consider,  unless  we  deal  with  the  clergy 
case  separately,  the  general  question  of  the  life  tenant 
and  the  reversioners? — That  is  so. 

26.969.  Sir  W.  Trower : I wanted  to  put  a specific 
case  to  you,  because  I take  it  that  Income  Tax  is  a 
charge  on  income,  as  we  heard  by  Lord  Macnaghten's 
definition.  Would  you  add  to  that  that  it  was  income 
received  by  the  taxpayer? — I would  not  like  to  answer 
that  with  an  unqualified  affirmative. 

26.970.  You  would  qualify  it?  Then  would  you 
say  that  the  tax  extends  to  income  beyond  that 
which  was  received? — It  might. 

26.971.  I will  put  a specific  case  to  you.  Take  a 
bishopric : a bishop’s  predecessor  spends,  say,  £3,000 
or  £4,000  on  addition  to  the  palace,  and  that  is 
borrowed  from  the  Ecclesiastical  Commissioners,  and 
they  deduct  from  his  stipend  as  bishop  £500  a year, 
and  the  bishop  gets  instead  of,  say,  £4,000,  £3,500. 
He  never  gets  the  rest  of  the  income  at  all.  He  is 
nevertheless  charged  for  Income  Tax  and  Super-tax 
on  the  £4,000  which  he  is  supposed  to  receive  from 
the  Ecclesiastical  Commissioners,  except  that  part  of 
the  capital  sum  expended  which  was  represented  by 
interest  on  tho  sinking  fund? — Yes. 

26.972.  Can  that  possibly  be  right,  in  your  judg- 
ment? It  is  money  which  the  bishop  has  not  spent 
himself,  and  which  he  never  gets,  the  annual  charge 
in  reference  to  which  he  never  gets,  and  as  to  which 
he  has  no  voice  at  all  in  the  matter.  He  only  gets, 
we  will  say,  £3;700  out  of  it.  Can  you  possibly,  on 
any  ground  of  equity,  be  justified  in  charging  him 
Super-tax  on  the  full  sum? 

26.973.  Mr.  Pretyman:  May  I add  to  that  one 
consideration : assume  also  that  the  addition  that 
Sir  Walter  Trower  referred  to  to  the  palace  had  been 
added  on  to  his  Schedule  A assessment. 

26.974.  Sir  IF.  Trovjer:  Yes,  quite  so. 

26.975.  Mr.  Pretyman : So  that  he  is  paying  on 
that,  and  he  has  not  got  that  in  place  of  the  income; 
he  is  charged  on  that? — I agree  he  is  charged  on 
that.  There  is  this  point  to  be  borne  in  mind  at  the 
outset;  the  case  that  Sir  Walter  Trower  puts  is  a 
case  of  addition  to  the  palace. 
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26.976.  Which,  he  is  taxed  on  ? — I agree,  but  here 
ia  the  expenditure  of  what  is  essentially  a capital 
sum  on  an  addition  to  the  palace.  I quite  agree  that 
as  between  one  bishop  and  another  there  may  be  a 
certain  degree  of  hardship  as  in  the  case  of  one 
incumbent  and  another.  I start  from  the  point  that 
there  ought  to  be  no  deduction  for  the  outlay  of  a 
capital  sum. 

26.977.  That  capital  sum  has  gone  into  the  building 
on  which  you  are  getting  it  in  the  form  of  annual 
value  once,  and  then  you  tax  it  again,  although  it  is 
not  coming  in;  you  tax  it  twice? — May  I suggest 
that  if  I happen  to  own  my  own  house  and  I deter- 
mine to  enlarge  it,  I may  save  the  money  which  I 
spent  on  enlarging  it  out  of  my  income,  but  I get  no 
allowance  for  that,  and  I do  not  think  I ought  to 
have  an  allowance  for  it. 

26.978.  You  do,  because  you  do  not  have  the 
income.  You  do  not  pay  twice  over;  you  only  pay 
once.  You  transfer  £50  a year  of  income  into  a 
capital  sum  which  you  spend  in  producing  £50  a year 
more  value  to  your  house? — May  I take  a specific 
case?  Suppose  my  income  is  £500  a year;  I save 
£50  of  it,  and  after  accumulating  that  for  a few 
years  I am  able  to  enlarge  my  house.  Every  year  I 
have  been  taxed  on  £500. 

26.979.  No;  you  have  been  taxed  on  more;  you 
have  been  taxed  on  the  interest  of  your  accumula- 
tions?— Yes,  plus  the  interest  on  my  accumulations, 
I agree. 

26.980.  That  is  the  whole  point.  You  put  those 
accumulations  into  that  building,  and  you  are  no 
longer  taxed  on  your  accumulations,  but  you  are 
taxed  on  the  building  which,  we  will  assume,  would 
have  the  same  annual  value. 

26.981.  Mr.  Kerly : If  you  borrow  £500  to  spend, 
instead  of  saving  it,  you  are  then  taxed  on  your 
expenditure,  but  are  not  allowed  to  deduct  the 
replacement  of  the  £500  you  have  spent? — That  is  so. 

26.982.  Mr.  Pretyman : Surely  that  is  wrong : you 
are  taxed  twice  absolutely? — No,  I do  not  think  so; 
I really  do  not  think  I am. 

26.983.  You  are  very  generously  disposed,  but  I 
really  cannot  see  how  you  can  get  away  from  it.  You 
would  not  be  taxed'  twice  if  you  did  not  borrow  the 
money.  You  would  have  accumulated  £500.  While 
that  was  being  accumulated,  and  as  it  was  accumu- 
lated, you  would  pay  tax  on  any  income  which  it 
would  produce? — Yes,  because  I should  he  perfectly 
free  to  spend  it  as  income  if  I thought  fit. 

26.984.  You  then  take  that  accumulation,  and  put 
it  into  your  house,  and  you  get  £500  worth  of  house 
which  has  the  same  annual  value  on  the  Schedule  A 
assessment  as  the  other  had. 

26.985.  Mr.  McLintock : No ; the  annual  value 

would  increase. 

26.986.  Mr.  Pretyman : I am  speaking  of  the  addi- 
tion; I do  not  mean  the  whole  house.  The  assess- 
ment of  the  house  is  increased  by  the  annual  value 
of  that  £500? — Quite. 

26.987.  You  would  then  pay  exactly  the  same 
Income  Tax  as  you  paid  the  year  before.  You  would 
pay  Income  Tax  on  your  original  income,  plus  the 
Schedule  A addition  to  your  house,  but  you  would 
not  pay  any  longer  on  the  income  of  the  accumula- 
tions which  had  been  spent  in  providing  the  addition 
to  the  house? — Quite. 

26.988.  And  therefore  you  would  pay  exactly  the 
same  as  you  paid  the  year  before,  and  you  would 
simply  have  transferred  a portion  of  your  capital 
upon  the  annual  value  of  which  you  have  paid  Income 
Tax  from  investments  to  your  house? — That  is  so. 

26.989.  We  will  not  assume  that  you  are  a bishop, 
but  you  do  exactly  the  same  thing,  and  you  borrow 
the  money  ? — Yes. 

26.990.  You  have  not  got  any  accumulations,  but 
wo  will  say  there  are  additions  to  your  family,  and 
you  desire  more  bedrooms,  and  you  proceed  to  add  to 
your  house.  You  spend  £500  on  providing  the  extra 
accommodation,  and  you  borrow  the  money;  you  pay 
off  capital  and  interest  on  an  annuity;  is  it  right 
that  in  the  one  case  you  should  only  pay  Income  Tax 
once,  and  in  the  other  you  should  pay  twice? — With 


great  respect,  except  in  so  far  aB  this  is  part  of  the 
general  question  of  a man  paying  tax  on  the  income 
from  his  savings  I do  not  see  that  there  is  any 
grievance,  and  I would  not  admit  it  even  in  that 
case. 

26.991.  Mr.  McLintock : Suppose  the  house  were 
not  owned,  but  let  by  you  to  a tenant,  and  when  you 
spent  this  £500  you  increased  his  rent? — Yes. 

26.992.  You  would  have  an  additional  income  in 
respect  of  that  £500? — I should — £25  a year. 

26.993.  That  is  exactly  the  position  you  would 
occupy? — That  is  so;  I should  have  a more  valuable 
house,  and  I do  not  think  I should  have  any  hard- 
ship or  grievance  at  all  in  having  to  pay  Income  Tax 
on  that  extra  annual  value  instead  of  paying  Income 
Tax  on  the  investment. 

26.994.  Sir  E.  Nott-Bower : I do  not  know  whether 
I have  followed  the  discussion  correctly,  but  surely 
in  the  case  which  is  put,  if  you  assume  first  of  all 
that  you  save  the  money  before  you  spend  it,  during 
the  time  you  save  it  you  are  paying  on  a larger 
amount  than  the  income  which  you  have  available 
for  expenditure? — Yes. 

26.995.  If  instead  of  that  you  borrow  the  money, 
and  spend  it,  and  repay  it  afterwards,  during  the 
time  of  repayment  you  pay  on  something  in  excess  of 
the  income  which  you  have  available  for  expenditure. 
In  either  case  you  have  got  the  house  in  return  for 
that  income;  you  get  value  for  your  money,  and 
there  is  no  reason  for  any  allowance  to  you  at  all? — 
No. 

26.996.  You  cannot  say,  surely,  in  one  of  those 
cases  you  have  been  taxed  twice  and  in  the  other  case 
only  once? — No. 

26.997.  Mr.  Kerly  : Can  we  leave  this  matter?  Mr. 
Harrison  has,  I think,  given  us  all  the  assistance  he 
can  upon  it.  You  do  not  desire  to  add  anything 
further  to  elucidate  the  point,  Mr.  Harrison? — No, 
I do  not  think  I can  add  anything  further. 

26.998.  Now  may  I go  on  to  the  memorandum 
regarding  the  assessment  to  Income  Tax  of  the  profits 
of  breweries  [sec  Appendix  No.  70.],  which  is  a case 
about  brewers’  deductions  in  respect  of  the  rental 
value  of  a tied  house  being  less  than  the  Schedule  A 
value  of  the  tied  house? — Yes. 

26.999.  You  have  got  a somewhat  complicated 
example  in  the  Enclosure.  At  first  sight  it  looks 
rather  puzzling,  but  it  comes  out  that  the  brewer  is 
paying  exactly  too  little  by  the  excess  of  the  gross 
annual  value  over  the  rent  received? — Yes. 

27.000.  The  fact  is  that  the  tenant  pays  on  his 
actual  rent,  which  is,  ex  hypothesi,  less  than  the 
annual  value? — Yes. 

27.001.  The  solution  of  the  whole  difficulty  is  that 
the  brewer  ought  to  pay  on  the  difference.  He  is 
allowed  to  deduct  the  difference  between  the  annual 
value  and  the  actual  rent,  but  he  is  the  person  who 
ought  to  pay  upon  it? — Yes. 

27.002.  And  therefore  if  he  does  deduct  it  he  ought 
to  have  so  much  added  to  his  assessment? — That  is 
so.  You  can  look  upon  the  brewer  in  one  sense  as 
having  two  capacities,  a brewer  and  a landlord;  as 
landlord  he  receives  the  full  rent. 

27.003.  Mr.  McLintock  : On  the  memorandum  on 
trade  associations  [sec  Appendix  No.  51.],  I take  it 
the  view  of  the  Inland  Revenue  is  that  with  regard 
to  trade  associations  who  receive  specific  sums  from 
their  members  as  against  the  man  who  pays  a guinea 
to  his  trade  association  for  some  pamphlets  which  he 
gets  monthly  or  otherwise,  the  agreement  which  they 
have  with  the  Inland  Revenue  fairly  meets  the  case? 
—Yes. 

27.004.  And  in  practice  all  expenditure  through 
the  secretary  of  that  association  is  really  treated  as 
a deduction  for  Income  Tax  purposes? — ( Sir  Thomas 
Collins)  : Yes. 

27.005.  Where  do  you  think  the  hardship  does 
arise? — We  do  not  think  any  hardship  arises  at 
all.  The  members  of  the  trade  associations  demand 
deduction  of  the  subscription  which  they  pay  but 
the  associations  themselves  sometimes  will  not  come 
into  this  arrangement. 
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27.006.  I agree  with  you  if  the  associations  as  such 
enter  into  the  agreement  there  is  no  hardship ; in 
fact  they  get  probably  better  deductions  than  they 
would  if  they  made  individual  payments? — Yes. 

27.007.  I take  it  you  find  it  is  a general  practice 
to-day  for  all  trade  associations  with  a few  excep- 
tions to  enter  into  the  agreement  with  you? — That 
is  so. 

27.008.  Do  you  wish  legislative  sanction  given  to 
this? — Yes,  speaking  personally;  because  those  who 
do  not  enter  give  us  a great  deal  of  trouble,  and  give 
their  members  a great  deal  of  trouble  also. 

27.009.  At  present  these  agreements  are  subject 
to  all  the  rights  of  appeal  as  a concession  that  are 
given  to  the  ordinary  taxpayer? — Yes. 

27.010.  In  another  paper  you  deal  with  deductions 
[sec  Appendix  No.  63.]? 

27.011.  Mr.  Kerly : Deductions  suggested  by 

various  witnesses. 

27.012.  Mr.  McLintock  : On  the  question  of  re- 
moval, why  do  the  Revenue  seek  to  draw  a distinction 
between  a compulsory  removal  and  a voluntary  re- 
moval, assuming  that  the  individual  in  question  is 
removing,  say,  to  larger  and  better  premises  in 
order  +o  make  more  profit? — We  think  that  the 
expenditure  is  of  a nature  which  is  antecedent  to 
earning  the  profits,  very  much  in  the  nature  of  a 
preliminary  expense. 

27.013.  And  yet  in  a compulsory  removal  the  man 
may  decide  to  do  a year  or  two  earlier  what  he  would 
have  done  in  any  event — go  to  bigger  and  better 
premises? — That  might  be  so. 

27.014.  Do  not  you  think  it  is  drawing  rather  a 
fine  distinction  ? — Yes,  I think  it  is  in  such  a case. 


27,015.  Would  you  agree  that  the  whole  cost  of 
removal,  whether  compulsory  or  voluntary,  should  be 
allowed  as  a charge? — Not  on  my  own  responsibility, 
but  I think  it  is  a matter  which  might  be  considered 
further. 


27.016.  On  the  question  of  legal  expenses,  which  is 
coming  up  very  acutely,  every  Surveyor  in  my  experi- 
ence has  a stock  question  : “ How  much  is  debited 
for  legal  expenses  to-day.”  Having  got  that  he  then 
proceeds  to  ask  for  production  of  the  law  account 
in  question,  and  he  goes  over  the  details,  sends  it 
back  and  says  : ‘‘I  say  the  following  are  capital,  and 
the  balance  I allow  as  a revenue  charge.”  Let  us 
take  as  an  example  a mining  company,  which  from 
time  to  time  has  to  renew  its  mining  leases.  The 
average  trader  does  not  care  to  take  the  responsibility 
of  that  work  himself.  He  might  do  so  if  he  liked, 
but  he  naturally  gets  his  lawyer  to  draw  the  renewal 
of  the  lease.  Why  in  a going  concern  should  an 
expenditure  of  that  kind  be  considered  as  capital? 
If  you  have  to  employ  your  solicitor  to  advise  you 
on  any  point  in  connection  with  a new  lease  of  an 
existing  business  tuat  portion  of  the  legal  expenses 
incurred  is  treated  as  capital  expenditure  and  dis- 
allowed for  Income  Tax  purposes?— I should  think 
that  renewal  charges  of  that  character  might  perhaps 
be  leniently  dealt  with. 

27.017.  At  the  present  moment  you  say,  for  ex- 
ample, “ legal  expenses  and  stamp  duties  incidental 
to  the  creation  of  a partnership.”  I am  inclined  to 
agree  with  you  that  that  type  of  expenditure  is 
capital  ? — Yes. 

27.018.  But  I suggest  to  you  the  Surveyors  carry  it 
a good  deal  further  than  the  example  that  is  given  in 
this  paper.  You  can  find  out  by  inquiry  that  what 
1 say  with  regard  to  any  legal  advice  in  connection 
with  a lease,  particularly  its  renewal,  is  treated  as 
capital  expenditure?— You  know  that  no  objection  is 
ever  taken  to  Ine  expenses  in  connection  with  the 
renewal  of  debentures. 

27.019.  No ; but  I am  referring  to  the  renewal  of  a 
mining  lease.— They  are  somewhat  analogous  to  those 
expenses. 


27,020.  You  are  probably  aware  that  this  ques 
of  legal  expenses  is  the  subject  of  particular  scrut 
and  properly  so  by  the  Surveyors,  and  the  line  1 
is  drawn  is  rather  a fine  one.  Your  view  is  that  L 
expenses  of  the  nature  I have  mentioned  should 


treated  as  a revenue  expense? — On  the  whole  I 
think  I agree  that  they  might  be  dealt  with  leniently. 

27.021.  With  regard  to  your  paper  on  depreciation 
[see  Appendix  No.  64.],  in  paragraph  1 you  refer  to 
the  suggestion  that  an  allowance  for  depreciation 
and  for  obsolescence  should  be  made  for  Income  Tax 
as  in  the  case  of  the  Munitions  Levy  and  the  Excess 
Profits  Duty.  You  say  it  would  have  the  effect  of 
treating  the  plant  account  on  the  same  lines  as 
stock-in-trade.  I never  was  aware  of  that  suggestion 
being  made.  You  mean  there  is  no  suggestion  to 
re-value  existing  plant  each  year? — No,  but  it  has 
been  suggested  that  obsolescence  for  Income  Tax 
purposes  should  be  dealt  with  on  the  same  lines  as 
for  Excess  Profits  Duty  and  the  Munitions  Levy. 
That  does  introduce  an  element  of  the  character  re- 
ferred to.  You  want  the  plant  like  stock,  valued  at 
certain  periods. 

27.022.  With  this  distinction,  that  if  you  under- 
value your  stock  when  you  sell  it  the  profit  emerges. 
The  average  trader  does  not  dispose  of  his  plant  and 
machinery  from  year  to  year?— No,  but  if  he  wants 
it  valued  from  time  to  time,  not  on  the  mechanical 
written-down  value  which  we  get  at  the  present  time, 
but  by  a valuation  in  accordance  with  the  market 
circumstances,  you  do  introduce  something  almost 
in  the  nature  of  a stock  valuation.  I do  not  want 
any  literal  importance  attached  to  that  paragraph 
at  all.  It  simply  means  that  you  are  going  to  intro- 
duce a very  disturbing  and  very  contentious  series 
of  periodical  valuations  into  our  Income  Tax  assess- 
ments. 

27.023.  I think  you  will  agree  the  question  would 
not  have  been  pressed  quite  so  hard  if  it  had  not 
been  for  the  unusual  method  that  is  adopted  to-day 
of  giving  a special  depreciation  allowance  and  not 
giving  the  same  allowance  for  Income  Tax,  except  in 
the  case  of  a controlled  establishment? — Yes. 

27.024.  Although  the  two  establishments  are  both 
paying  the  same  amount  of  Excess  Profits  Dutv  to- 
day?— Yes. 

27.025.  The  Revenue  have  not  considered  giving  the 
allowance  in  respect  of  the  war  writings-off  for 
Income  Tax? — No,  except  in  the  case  of  controlled 
establishments . 

27.026.  You  know  the  reason  that  was  put  for- 
ward was  that  it  was  a breach  of  the  party  truce  to 
bring  up  a question  like  a deduction  for  Income  Tax  ? 

27.027.  Mr.  Kerly : I think  Sir  Thomas  would  not 
be  able  to  advise  you  upon  that  matter. 

27.028.  Mr.  McLintock : After  all,  this  is  a point 
which  has  been  very  much  in  the  minds  of  all  traders. 
They  have  got  a depreciation  allowance  for  Excess 
Profits  Duty  and  for  Munitions  Levy ; they  get  50 
per  cent,  written  off  the  cost  of  the  plant,  if  the 
establishment  happens  to  be  controlled,  although  since 
the  1st  January,  1917,  there  was  no  Munitions  Levy, 
so  that  one  firm  gets  a deduction  for  Income  Tax 
and  the  other  does  not.  Is  there  no  suggestion  to 
remedy  that  grievance  ? — Not  that  I am  aware  of. 
May  I refer  you  to  paragraph  9 of  this  paper? 

27.029.  My  only  comment  is  this,  that  it  is  not  quite 
the  same  thing  to  suggest  that  what  has  been  claimed 
is  the  same  as  a deduction  from  stock-in-trade  which 
you  have  realized  and  sold,  and  a profit  emerges  if 
you  claim  an  allowance  on  plant  as  compared  with 
an  allowance  for  stock;  do  you  agree  with  that? — 
What  is  said  may  be  taken  as  a criticism  upon  that 
matter. 

27.030.  On  the  question  of  obsolescence  you  hold  the 
view  that  it  is  a capital  loss  when  the  plant  and 
machinery  is  not  renewed — when  it  is  not  actually 
replaced  ? — Mostly. 

27.031.  You  would  agree  probably  that  a fairly  wide 
interpretation  of  renewal  might  be  given  to  meet  the 
difficulty  ? — Certainly. 

27.032.  That  is,  it  might  be  a totally  different  pro- 
cess, or  a different  type  of  machine  that  is  used? — 
Yes. 

27.033.  You  would  agree  that  that  really  is  renewal? 
—I  agree. 
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27.034.  That  is  the  farthest  the  Revenue  are  dis- 
posed to  go,  that  is  to  say,  to  give  a liberal  interpre- 
tation of  the  meaning  of  renewal  or  replacement? — 
Yes. 

27.035.  You  have  another  reference  in  paragraph 
9 (c)  in  which  you  are  dealing  with  this  same  question 
of  valuation  of  plant,  and'  you  give  a reference  from 
“ The  Times  ” Trade  Supplement  of  a cotton  factory 
built  10  years  ago  at  a cost  of  £2  a spindle  valued 
during  the  war  at  £7  and  £8,  and  you  contrast  it 
with  a price  of  £14? — It  is  only  pointing  out  some 
difficulties. 

27.036.  I suggest  to  you  that  that  reference  to  a 
spindle  does  not  mean  the  value  of  the  spindle  but 
is  a convenient  way  of  valuing  the  cotton  mill;  it  is 
a little  bit  misleading  to  suggest  that  that  is  the 
value  of  the  plant? — Yes,  perhaps  it  is. 

27.037.  Cotton  mills,  you  will  agree,  are  being 
bought  to-day  on  the  basis  of  so  much  a spindle,  but 
that  price  includes  the  buildings,  the  plant,  the 
machinery,  the  stock,  the  book  debts,  and  every  asset 
they  possess? — Yes,  it  is  a measure  of  the  total  asset. 

27.038.  Then  it  has  nothing  to  do  with  the  valua- 
tion of  the  spindle  itself? — No,  not  the  spindle  by 
itself. 

27.039.  One  reads  that  paragraph  as  illustrating 
how  pre-war  plant  has  gone  up  in  value.  It  is  the 
profit  earning  of  the  cotton  mill  that  has  earned  so 
much  a spindle,  and  not  the  value  of  the  plant? — 
But  there  is  a connection  between  them. 

27.040.  There  is  some,  but  nothing  like  so  great  as 
indicated  in  this  paragraph? — No,  I quite  agree. 

27.041.  Then  you  say  in  paragraph  9 ( d ) where  the 
plant  consists  partly,  or  wholly,  or  mainly  of  plant 
purchased  at  inflated  war  prices,  full  allowance  is 
made  for  the  life  of  the  plant,  that  is  by  means  of 
the  ordinary  annual  allowance  for  wear  and  tear? 
—Yes. 

27.042.  Mr.  Pretyman : There  is  one  small  point 
in  paragraph  8 of  your  memorandum  with  regard 
to  the  procedure  in  Scotland  [ see  Appendix  No.  62]. 
At  the  end  of  that  paragraph  I see  you  say  that  the 
existing  Act  says  that  such  relief  is  to  be  given  to 
landlords  in  Scotland  in  respect  of  rates  as  is  just 
and  reasonable,  having  regard  to  the  additional 
burden  that  he  bears.  I suppose  the  interpretation 
of  that  is  that  the  actual  sum  paid  in  rates  is 
deducted  ? — Yes. 

27.043.  It  is  a curiously  vague  expression.  Why  is 
it  put  in  that  way  instead  of  that  the  actual  sum 
should  be  a deduction  ? — (Mr.  Harrison ) : I think  it 
is  following  the  words  of  the  section  of  the  Act  ; we 
might  perhaps  have  paraphrased  it. 

27.044.  But  that  is  the  effect  of  it? — That  is  the 
effect  of  it 

27.045.  There  is  no  question  raised  at  all;  all  that 
is  necessary  is  to  prove  the  actual  amount  of  the 
rates? — That  is  so,  the  actual  amount  of  the  rates 
borne  by  the  owner. 

27.046.  Then  that  is  a deduction? — Yes. 

27.047.  On  your  paper  on  Double  Income  Tax,  else- 
where than  within  the  British  Empire  [see  Appendix 
No.  60.],  you  are  aware  that  the  question  of  Double 
Income  Tax  within  the  British  Empire  has  been  con- 
sidered by  a Sub-committee;  that  Sub-committee  did 
not,  of  course,  touch  the  question  that  is  raised  in 
this  paper  of  Double  Income  Tax  outside  the 
Empire? — Quite  so. 

27.048.  But  we  thought  it  would  be  of  some  interest 
to  ask  that  question.  That  Committee  has  now 
finished  its  labours — it  was  a conference  rather  than 
a committee.  You  know  all  about  it,  I think  you 
heard  probably  what  was  said? — I heard  the  remarks 
that  were  made. 

27.049.  You  heard  that  we  asked  the  representa- 
tives, at  the  end  of  the  Conference,  whether  they 
would  make  use  of  any  arrangement  that  might  be 
made  to  avoid  double  taxation  within  the  Empire, 
in  the  direction  of  applying  it  outside  the  Empire? 
— Precisely. 

27.050.  The  general  view  expressed,  not  the 
universal  view,  was  that  they  would  so  apply  it?— 
Yes. 


27.051.  Particularly,  I think,  in  the  caBe  of 
Canada? — That  was  so. 

27.052.  No  doubt  vis-a-vis  the  United  States? — 
Yes. 

27.053.  If  that  happened  would  it  put  us  in  any 
difficulty?  Of  course,  speaking  politically,  the  fact  of 
any  individual  unit  of  the  Empire  adopting  such  an 
arrangement  with  foreign  countries  would  not  pledge 
any  other  unit  of  the  Empire  to  do  so? — That  is  so, 
provided  the  unit  were  a self-governing  Dominion. 

27.054.  It  would  be  perfectly  free,  for  instance,  for 
Canada  to  make  that  arrangement  for  the  Empire, 
and  say  to  the  United  States  ■ “we  have  got  this 
arrangement  within  the  Empire;  we  will  make  this 
same  arrangement  with  you”? — Yes. 

27.055.  And  that  would  not  pledge  us  to  do  any- 
thing of  the  kind  at  all? — No. 

27.056.  But  would  it  practically  make  it  difficult 
for  you  in  the  administration,  would  it  make  it 
difficult  for  you  to  work  the  scheme,  or  would  it 
affect  the  administration  at  all,  if  other  parts  of  the 
Empire  extended  it  abroad?— So  far  as  I can  see 
it  would  not.  So  far  as  I can  see  it  would  be 
practicable,  in  the  administration,  to  treat  them  as 
distinct  questions  throughout. 

27.057.  And  what  they  did  would  not  matter  to  us? 
— No,  I think  not. 

27.058.  Of  course  the  question  of  control  is  a very 
important  part  of  tiiis  foreign  question? — Yes.  The 
question  of  control  extends  outside  the  Empire 
naturally. 

27.059.  And  I rather  gather  your  feeling  in  the 
Inland  Revenue  Department  is  that  if  the  doctrine 
of  control  can  be  fairly  and  liberally  dealt  with  that 
is  about  as  far  as  you  think  we  ought  to  go  in  the 
matter  of  double  taxation  outside  the  Empire? — I 
think  that  fairly  represents  the  position,  yes. 

27.060.  Although  you  would  consider  that  it  might 

not  be  advisable,  perhaps,  to  enter  into  reciprocal 
relations? — No.  Circumstances  might  arise  on 

grounds  of  national  policy. 

27.061.  That  is  rather  a political  than  a Revenue 
point  ? — I think  it  is  a political  point. 

27.062.  Political  considerations  might  override 
Revenue? — They  might. 

27.063.  You  have  put  forward  a paper  about  sport- 
ing rights  and  woodlands  L see  Appendix  No.  32].  On 
woodlands  I previously  raised  the  question  that  in  my 
experience  objection  was  taken  by  the  Inland  Revenue 
to  allowing  commercially  managed  woodlands  to  be 
assessed  under  Schedule  D,  because  the  area  was  not 
large.  That  case  is  being  investigated,  I believe,  and 
I am  to  be  informed  about  it,  but  I would  just  like  to 
call  your  attention  to  that.  It  actually  occurred  to 
me;  I happen  to  have  a considerable  extent  of  wood- 
land in  one  county,  and  a smaller  extent  in  another, 
and  they  are  both  managed  commercially  on  the  same 
basis.  In  the  larger  area  there  is  no  question  about 
my  being  assessed  under  Schedule  D.,  but  in  the 
smaller  area  I was  refused  assessment  under  Schedule 
D.,  not  on  any  statement  that  I did  not  manage  my 
woodlands  commercially,  but  on  the  ground  that  the 
area  was  so  small  that  they  could  not  be  treated  as 
commercially  managed.  T do  not  know  what  size 
they  might  have  been — .about  100  acres  perhaps,  or 
something  like  that? — It  rather  surprises  me  to  learn 
that  ground  was  put  forward. 

27.064.  That  was  so.  I believe  your  people  are  look- 
ing into  it,  but  I should  rather  like  to  know  what 
the  result  of  the  examination  is.  I am  not  putting 
forward  my  own  case  as  a complaint.  I did  not  think 
it  worth  fighting.  But  now  that  we  are  looking  into 
these  things  I think  that  where  woodlands  are  com- 
mercially managed,  even  though  they  are  less  than 
100  acres,  they  ought  to  be  given  the  same  oppor- 
tunity of  assessment  under  Schedule  D? — Certainly. 

27.065.  On  the  question  of  sporting  rights,  you 
state  the  case  for  putting  sporting  rights  under 
Schedule  A as  a separate  item? — Yes,  that  is  so; 
sometimes  they  are  included  now  in  the  assessment  on 
the  land. 

27.066.  I know  it  is  so  now,  but  your  suggestion  is 
that  for  the  future  sporting  rights  should  be  assessed 
separately  in  every  case? — No,  I do  not  think  that  is 
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so.  The  idea  is  that  we  should  in  every  case  get  an 
assessment  which,  either  as  a separate  assessment,  or 
as  part  of  the  assessment  on  the  land,  includes  the 
value  of  the  sporting  rights. 

27.067.  That  the  sporting  rights  should  never  be 
left  out? — Should  never  be  left  out. 

27.068.  That  is  what  it  comes  to? — Yes. 

27.069.  Not  that  they  should  be  separately  assessed 
from  the  occupation  in  every  case? — No. 

27.070.  That  would  be  rather  difficult? — 1 am  afraid 
it  would  be  difficult. 

27.071.  I rather  read  it  in  that  way? — I am  sorry 
if  we  have  not  made  it  clear. 

27.072.  What  you  suggest  is  that  where  there  is  a 
value  of  the  sporting  rights,  and  where  that  value  is 
not  now  assessed  it  should  be  assessed? — Quite  so. 

27.073.  I do  not  think  anybody  would  dissent  from 
that,  but  you  refer  here  only  to  Schedule  A? — Yes. 

27.074.  You  make  no  suggestion  that  the  sporting 
rights  should  be  assessed  twice,  on  Schedule  A first 
and  on  Schedule  B afterwards? — Where  sporting 
rights  are  let  with  the  land  at  an  inclusive  rent 
the  Schedule  B assessment  as  a matter  of  fact  is  on 
the  total  rent,  so  that  it  does  include  the  value  of  the 
sporting  element. 

27.075.  You  do  not  suggest  that  sporting  rights  are 
a suitable  subject  for  an  assessment  under  Schedule  B 
as  well  as  Schedule  A? — May  1 put  it  in  this  way: 
if  a tenant  farmer  himself  has  the  sporting,  but 
makes  no  special  use  of  it  for  sporting  purposes,  he 
uses  the  land  for  agricultural  purposes,  and  he  pays 
a rent  which  includes  some  sporting  value,  and  i see 
no  hardship  in  his  paying  Schedule  B on  the  total 
rent  he  pays.  I am  not  quite  sure  that  it  is  very 
easy  to  justify  the  leaving  out  of  that  sporting  ele- 
ment, where  the  land  is  used  for  sporting  purposes  as 
well  as  agricultural  purposes.  As  far  as  the  tenant 
is  concerned,  if  he  does  not  take  the  sporting,  he  only 
gets  charged  Schedule  B on  the  rent  he  pays.  If 
there  is  a separate  tenant  of  the  sporting  we  do  not 
make  a separate  Schedule  B charge.  I am  not  sure 
that  that  is  logical,  although  it  is  good  law,  I think. 

27.076.  We  have  had  a particular  case  here  which 
is  rather  a striking  one  with  regard  to  a deer  forest 
in  Scotland.  The  case  is  given  of  a deer  forest  which 
was  let  for  £1,000,  and  the  proprietor  is  charged  on 
that  first  of  all  under  Schedule  A and  then  under 
Schedule  B — twice  over? — May  I put  it  in  this  way, 
the  owner  in  that  case  may  either  say  to  the  pro- 
spective tenant:  “ there  is  a liability  under  Schedule 
A and  under  Schedule  B.  I will  undertake  to  pay 
the  Schedule  B tax  for  you  provided  that  I get  a 
sufficient  rent,”  or  he  may  say  : “ I will  let  you  take  it 
at  so  much  rent;  you  will  pay  your  own  Schedule  B 
tax.” 

27.077.  I am  not  referring  to  the  question  of  the 
equity  of  the  charge;  it  is  not  a question  between 
landlord  and  tenant.  Surely  the  principle  of  Schedule 
B is  this,  that  a piece  of  land  is  being  occupied  for 
profit? — Not  necessarily  for  profit — being  occupied. 

27.078.  Well,  being  occupied.  A piece  of  land  is 
either  being  occupied  for  profit,  or  might  be  occupied 
for  profit? — Yes. 

27.079.  Take  the  case  of  a park,  or  a rose  garden, 
which  is  being  used  for  amenity  but  which  might  be 
let  to  an  occupying  tenant  who  would  cultivate  it  for 
a profit? — Yes. 

27.080.  That  piece  of  land  either  is  let  for  profit., 
or  might  be  let  for  profit.  The  assessment  on  Schedule 
A and  Schedule  B is  really  one  assessment  on  the 
whole  profit  which  that-  land  would  produce;  part  of 
that  profit  is  paid  in  the  form  of  rent,  and  the  re- 
mainder is  assessed  arbitrarily  on  Schedule  B as  to 
that  part  of  the  profit  which  would  remain  to  a 
tenant,  or  which  might  remain  to  a possible  tenant, 
if  the  land  were  occupied  for  profit? — That  is  so. 

27.081.  Do  you  suggest  that  that  condition  applies 
to  a sporting  rent  at  all?  The  sporting  rent  of  a 
deer  forest  isi  £1,000  and  no  more.  The  tenant  rents 
the  deer  forest  and  he  pays  the  £1,000  and  enjoys  the 
sporting  which  is  worth  £1,000.  One  man  takes  the 
rent  and  another  enjoys  it ; there  is  no  value  there, 
or  no  profit  which  could  be  made  beyond  the  £1,000 ; 
why  do  you  charge  it  twice? — Assuming  that  the 
deer  forest  will  let  in  this  condition  for  £1,000,  and 


£1,000  only,  subject  to  this  double  charge,  then  I 
suggest  that  the  annual  value  should  be  fixed  at 
something  less  than  £1,000. 

27,082.  Here  we  have  the  actual  case  given  us.  The 
case  made  out  here  is  that  out  of  the  £1,000  the  result 
of  the  law  at  present  is  that  with  the  rates  which 
are  charged  upon  him  in  Scotland,  where  you  know 
the  owner  pays  the  rates,  and  of  the  Income  Tax 
charged  first  under  Schedule  A and  then  unrW 
Schedule  B,  leaves  him  only  £140  out  of  his  £1,000, 
but  the  indignant  rejoinder  from  the  Inland  Revenue 
is  that  the  man  gets  no  less  than  £290  out  of  his 
£1,000? — May  I suggest  whatever  the  arithmetic  may 
be  that  the  owner  may  possibly  have  a case  for  going 
either  to  the  local  authority  on  his  rates,  or  possibly 
to  the  Surveyor  on  the  question  of  his  Income  Tax 
assessment  and  say  to  him:  “ you  have  not  allowed 
me  enough  for  my  deductions.  My  assessment  is  too 
high.”  I think  it  is  merely  a question  of  the  annual 
value  of  the  land ; when  you  have  got  at  a proper 
annual  value  you  have  to  charge  it  both  under  Sched- 
ule A and  Schedule  B. 

27.083.  Do  you  mean  to  say  that  the  £1,000  ought 
to  be  divided  into  two? — I do  not  mean  that  it  ought 
to  be  divided  into  two  £500’s,  but  I do  mean  to  say 
that  the  total  amount  on  which  Income  Tax  is  payable 
should  be  divided  under  Schedule  A and  Schedule  B. 
That  land  is  producing  a total  amount,  or  is  capable 
of  producing  a total  amount,  of  profit. 

27.084.  Of  £1,000? — That,  I think,  is  the  whole 
point. 

27.085.  Mr.  Kerly : Make  that  hypothesis? — If  that 
is  the  hypothesis,  then  I suggest  the  rent  should  be 
higher  than  £1,000  if  the  assessment  is  £1,000. 

27.086.  Mr.  Pretyman:  Why? — Because  there  are 
more  expenses. 

27.087.  But  we  do  not  want  a tenant ; it  is  in 
his  own  occupation.  It  can  be  let  at  £1,000,  and  he 
keeps  it? — It  does  not  let  at  all — not  the  sporting? 

27.088.  No,  it  is  a deer  forest  worth  £1,000  for  the 

sporting  rights,  and  there  is  no  other  value? — If  the 
value  of  the  ownership  plus  the  value  of  the  occupa- 
tion is  only  worth  £1000,  I suggest  that  the  Schedule 
A assessment  ought  to  be  something  less  than  £1,000 
and  the  Schedule  B assessment 

27.089.  Mr.  Kerly:  Ought  to  be  the  balance? — Yes. 

27.090.  That  is  Mr.  Pretyman’s  point.  A and  B 
together  cannot  exoeed  £1,000,  the  total  value  of  the 
assessment.  This  unfortunate  gentleman  seems  to  be 
a gentleman  who  has  been  assessed  at  £2,000. 

27.091.  Mr.  Pretyman:  He  has  been  assessed  on 
Schedule  A,  and  then  on  Schedule  B at  the  same 
figure? — It  seems  to  me  that  the  assessment  is  too 
high.  I do  not  think  there  is  any  principle  behind  it. 

27.092.  Mr.  Kerly:  We  had  it  from  the  agent  of 
large  estates  in  Scotland,  who  told  us  that  this  was 
the  regular  method.  This  estate  will  let  for  £1,000 
for  sporting  rights,  and  it  has  no  other  value.  Its 
value  to  the  landlord,  who  can  let  it  for  £1,000,  is 
£1,000;  therefore,  that  is  the  Schedule  A assessment. 
Its  value  to  the  tenant  is  £1,000,  because  he  is  willing 
to  pay  £1,000  for  it,  and  therefore  that  is  the  £1,000 
Schedule  B assessment,  but  what  they  forgot  was  that, 
its  value  to  the  tenant  being  £1,000,  he  is  entitled  to 
deduct  the  £1,000  which  he  pays  as  rent,  and  there- 
fore its  value  to  him  is  nothing,  £1,000  less  than 
£1,000  being  nothing? — Yes,  I follow. 

27.093.  That  is  right,  is  not  it? — The  value  to  the 
sporting  tenant  may  be  theoretically  nothing,  but 
here  is  a piece  of  land  which  ought  to  be  capable  of 
producing  a profit  to  a tenant. 

27.094.  Is  not  the  confusion  in  somebody’s  mind 
if  you  do  not  use  this  as  sporting  rights  you  would 
make  £200  a year  out  of  it  by  putting  it  under 
sheep? — That  may  be  so. 

27.095.  If  you  made  £200  you  could  make  the 
£1,000,  and  therefore  you  must  leave  out  of  account 
a less  valuable  way  of  using  that  land? — Yes. 

27.096.  It  is  not  £1,000  plus  £200,  but  £1,000  in- 
stead of  £200? — Quite. 

27.097.  That  being  the  case,  its  total  value  A and  B 
is  £1,000;  whatever  A is,  B must  be  £1,000  minus  A? 
— Yes,  but  unfortunately  you  have  an  arbitrary  rale. 
Having  got  your  A determined  by  reference  to  the 
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rent  you  have  an  .arbitrary  rule  for  determining 
your  13. 

27.098.  Mr.  Pretyman : That  is  my  whole  point. 
We  are  not  here  to  say  what  the  law  is;  we  are  here 
to  say  what  the  law  ought  to  be.  My  point  is  exactly 
that;  you  have  just  come  to  it.  The  point  is,  ought 
that  to  happen?  When  a man  has  paid  the  full  tax 
on  the  entire  value,  and  there  is  no  more  profit  to  be 
made  out  of  it,  as  in  the  case  of  land  occupied  for 
agricultural  purposes  by  a tenant,  ought  he  to  be 
again  assessed  on  Schedule  B after  he  has  paid  on 
Schedule  A? — The  result  of  taking  that  view  just  as 
it  stands  means  that  the  occupier  would  pay  nothing 
at  all. 

27.099.  Certainly  not.  Why  should  he?  As  long 
as  you  get  your  full  tax,  what  does  it  matter  who 
pays  you? — He  has  all  the  amenity  value  of  the 
occupation  of  that  land. 

27.100.  Certainly,  but  he  has  paid  for  it.  The  full 
value  of  the  amenity  occupation  is  £1,000,  and  no  more 
and  he  has  paid  that  to  the  landlord,  and  the  landlord 
pays  the  tax  on  it.  Only  one  man  can  enjoy  it ; why 
should  you  tax  two  people?  On  what  possible  prin- 
ciple can  you  levy  the  tax  twice? — Sir  Thomas  Collins 
has  just  put  the  case  if  you  hired  a garden  at  £5 
a year. 

27.101.  Exactly;  I have  already  dealt  with  that 
case.  You  hire  a garden  at  £5  a year ; the  assump- 
tion is  that  the  garden  might  be  occupied  for  a profit, 
and  the  profit  is  roughly  estimated  at  a further  £5. 
In  this  case  it  would  be  £10  at  the  present  Schedule 
B.  A further  £10  might  be  made  in  profit  out  of  that 
garden  by  using  it  for  some  agricultural  purposes; 
therefore  the  landlord  pays  the  £5,  and  if  he  choses, 
for  an  amenity  purpose,  either  he  or  his  tenant  grow 
roses  there,  that  land  is  capable  of  producing  a 
further  £10  in  addition  to  that  £5  if  applied  to  an 
agricultural  purpose,  and  therefore  he  pays  on  that, 
but  in  the  case  of  the  deer  forest  there  is  no  such 
potential  additional  value  at  all,  either  in  reality  or 
in  imagination.  The  whole  value  is  the  rental  paid 
for  the  sporting  rights.  What  justification  is  there 
for  charging  it  twice  over? — It  seems  to  come  to  this, 
that  the  arbitrary  rule  for  determining  Schedule  B 
in  this  particular  case  may  produce  an  inequity. 

27.102.  And  ought  to  be  abolished?— Possibly.  Of 
course  I can  understand  there  being  different  views 
about  the  right  or  the  wrong  of  paying  tax  on  deer 
forests  for  the  pleasure  that  the  occupier  is  supposed 
to  get  out  of  it. 

27.103.  Surely  you  do  not  tax  a thing  twice  because 
it  is  for  pleasure  and  something  else;  you  can  only 
tax  for  Income  Tax  on  the  full  value.  You  may 
raise  your  rate  if  you  like,  but  you  could  not  tax 
it  twice? — You  could  not  tax  the  same  profit  twice, 

I agree.  It  is  a little  difficult  in  these  amenity  cases 
to  determine  really  what  is  the  true  measure  of  the 
total  value.  I am  a little  slow  to  admit  that  the 
occupier  can  get  nothing  out  of  that  beyond  the 
£1,000;  I think  that  is  perhaps  the  point. 

27.104.  Suppose  a man  takes  a house,  and  he  pays 
£100  a year  rent  for  it,  and  he  pays  Income  Tax 
and  deducts  the  Income  Tax.  Then  suppose  he 
furnishes  that  house — he  has  got  the  lease  of  it  him- 
self, and  he  lets  it  at  a higher  rent;  he  pays  on  the 
whole  rent.  He  pays  the  rent  to  his  superior  land- 
lord and  deducts  annually  from  that,  and  pays  cn 
the  balance  himself.  Exactly  in  the  same  way  a 
tenant  of  a deer  forest  or  a grouse  moor  who  may 
have  got  it  at  £1,000  a year  on  a lease  improves  it 
and  makes  it  worth  £1,500;  he  sub-lets  it  and  gets 
£1,500.  Of  course,  then  it  would  be  perfectly  equit- 
able, but  he  would  not  pay  twice  on  the  £1,500? — 
Quite. 

27.105.  All  those  things  are  allowed  for.  You  see 
you  come  here  and  point  out  that  in  certain  respects 
sporting  rights  escape  assessment.  I quite  agree, 
and  I think  that  where  a sporting  right  is  a natural 
value  and  escapes  assessment  it  ought  to  be  charged. 
I point  out  another  case  where  it  seems  to  me  that 
sporting  rights  are  over-assessed  and  where  they  are 
charged  twice,  but  they  ought  only  to  be  charged 
once.  If  you  think  I am  wrong  in  that  I want  you 
to  say  so? — All  I want  to  say  is  that  it  depends  on 
whether  you  regard  the  law  as  right  or  wrong  m 


saying  arbitrarily  that  an  occupier  of  a deer  forest 
shall  pay  something  for  it,  whether  he  getB  something 
out  of  it  or  not. 

27.106.  Mr.  Kerly : You  have  referred  to  an 

arbitrary  rule  for  ascertaining  Schedule  B,  with 
relation,  I presume,  to  Schedule  A? — Yes. 

27.107.  What  is  it?— It  is  the  rule  that  the  annuai 
value  under  B shall  be  taken  to  be  in  certain  cases 
the  same  and  in  certain  other  cases  twice  the  annual 
value  under  A. 

27.108.  Twice?— Land  which  is  occupied  for 
husbandry. 

27.109.  You  say  once  for  amenity? — Yes,  and  twice 
for  husbandry. 

27.110.  In  the  case  of  the  sporting  rights  which  Mr. 
Pretyman  was  putting  to  you,  you  get,  in  fact,  under 
Schedule  A,  both  the  owner’s  revenue  from  the  estate 
and  the  value  of  the  tenant’s  interest? — You  get  that 
under  A? 

27.111.  Under  A,  because  the  rent  covers  every- 
thing.— That,  I think,  is  the  whole  point — does  it? 
Have  you  not  to  retain  something,  not  for  the  profit, 
but  for  the  imaginary  value  to  the  occupier,  if  you 
like? 

27.112.  Supposing  I hire  land  and  make  a rose 
garden;  I do  not  sell  my  roses;  I pay  £10  a year 
for  the  land;  then  I let  to  another  person  the  enjoy- 
ment of  that  rose  garden  for  £20,  so  that  the  value 
of  the  enjoyment  of  the  rose  garden  is  £20.  The 
value  of  the  rose  garden  as  a subject  for  producing 
rent  is  £10.  That  is  what  I am  putting  to  you? — 

I am  not  sure  that  I have  it  quite  clearly. 

27.113.  I hire  ground  for  a garden  for  £10;  I make 
it  into  a rose  garden,  and  I let  the  right  to  use  that 
rose  garden  for  £20? — Yes. 

27.114.  £20  represents  its  whole  value? — Yes. 

27.115.  And  therefore  must  be  Schedule  A plus 
Schedule  B together? — Yes. 

27.116.  Therefore  Schedule  B is  £20  less  Schedule 
A?— Yes. 

27.117.  I happen  to  have  taken  a case  where  they 
are  of  equal  value? — Yes. 

27.118.  Now  the  man  who  is  taking  a shooting  is 
giving  the  whole  value  of  the  thing  from  the  amenity 
point  of  view ; therefore  the  rent  of  the  shooting  must 
be  A plus  B.  You  may  divide  it  in  any  proportion 
you  think  right,  but  the  sum  of  the  two  must  be  the 
rent.  That  is  the  logical  result? — I think  that  may 
be  logical,  but  I am  not  quite  sure;  in  fact,  I think 
it  is  not  the  way  the  law  intended  to  regard  it;  it 
may  be  that  the  law  is  wrong. 

27.119.  Mr.  Kerly:  I do  not  know  that  we  can  carry 
it  anv  further ; it  seems  to  be  a matter  of  amendment. 

27.120.  Mr.  Pretyman:  On  your  paper  dealing  with 
the  question  of  minors  and  Super-tax  [see  Appendix 
No.  58.]  The  Chairman  asked  you  a question  as  to 
that.  I see  exactly  your  point,  and  I think  there  is 
a great  deal  in  it.  Did  you  contemplate  making  a 
charge  when  the  property  vested  in  the  minor? — 
Yes. 

27.121.  Did  you  contemplate  making  that  charge  on 
a calculation  of  an  exact  sum,  or  what  sort  of  basis 
had  you  in  your  mind? — The  sort  of  basis  we  had  in 
mind  was  to  appropriate  those  accumulations  of 
income  to  the  back  years,  to  which  they  belonged,  and 
to  calculate  the  minor’s  liability  *to  Super-tax  at  the 
time  when  the  property  became  vested  in  him  as  if 
his  income  over  all  those  years  had  included  the 
amount  appropriate  to  each  year. 

27.122.  With  interest?— No,  I do  not  think  we 
should  suggest  adding  interest. 

27.123.  It  would  involve  a very  detailed  examina- 
tion to  do  that,  would  it  not? — It  would,  but  the 
trust  accounts  are  usually  well  kept,  and  I may  say 
that  where  the  income  is  less  than  £2,000  a year  the 
trustee  conies  forward  to  us  now  with  such  a calcula- 
tion and  claims  repayment  from  us.  He  can  do  it 
if  he  wants  to,  I think. 

27.124.  As  you  remark  here,  there  is  an  inducement 
to  keep  the  accounts  in  one  case,  and  not  quite  such 
an  inducement  in  the  other? — I entirely  agree,  but 
as  a trustee  he  ought  to  keep  careful  accounts. 

27.125.  My  real  point  was  whether  you  meant  to 
do  it  by  rule  of  thumb  or  by  exact  calculation?— We 
meant  to  do  it  in  that  way  by  a calculation. 
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27.126.  And  really  to  take  arrears  of  Super-tax? — 
Yes. 

27.127.  To  treat  it  as  arrears  of  Super-tax  without 
interest  ? — Exactly. 

27.128.  One  point  on  unearned  income;  you  have 
put  forward  a paper  on  that  which  is  a very  difficult 
subject  [see  Appendix  No.  55.]? — Precisely. 

27.129.  And  excites  a good  deal  of  feeling  ? — I think 
we  recognize  that  fully. 

27.130.  It  does  to  some  extent  dovetail  in  with  the 
question  of  wasting  assets? — There  is  a relation,  of 
course,  between  the  wastage  of  the  professional  man's 
brains,  as  it  were,  and  a material  asset  like  plant. 
There  is  a kind  of  analogy,  but  I think  you  get  into 
very  deep  waters  when  you  attempt  to  apply  it. 

27.131.  You  have  considered  whether  it  is  possible 
to  approach  it  from  that  point  of  view? — We  have. 

27.132.  There  are  two  points  upon  which  we  have 
had  a considerable  amount  of  evidence,  particularly 
with  regard  to  the  wasting  asset  point,  which  will 
be  one  of  the  most  difficult  for  us  to  consider  here; 
the  other  point  upon  which  we  have  also  had  a good 
deal  of  evidence  is  the  point  with  regard  to  earned 
and  unearned  income? — Yes. 

27.133.  You  do  not  think  it  is  practicable  in  any 
way  to  treat  the  two  on  the  one  footing? — I am 
afraid  we  do  not.  We  have  considered  that,  and 
it  seems  almost  an  impossible  thing  to  do  to  allow 
for  the  wastage  of  a human  asset.  May  I just  say 
at  this  point  something  which  arises  out  of  some 
evidence  you  had  a fortnight  ago,  I think,  on  ques- 
tions put  by  yourself.  I was  reading  last  night  the 
evidence  given  by  Mr.  Martineau,  and  I thought 
there  was  a little  misunderstanding  at  one  point 
which  I should  like  to  be  allowed  to  clear  up.  The 
point  was:  it  was  suggested  that  when  a man  has 
succeeded  to  an  estate,  say,  an  estate  producing 
£30,000  a year,  but  there  are  arrears  of  Estate  Duty, 
and  he  is  paying  interest  of  £15,000  a year  on  such 
arrears,  his  net  income  is  only  £15,000,  and  it  was 
suggested  that  he  has  to  pay  Super-tax  on  the 
£30,000.  That,  I just  wanted  to  tell  you,  is  a mis- 
apprehension; we  do,  as  a matter  of  practice,  allow 
the  interest  on  the  Estate  Duty  as  a deduction  for 
Super-tax  purposes  to  the  successor  who  is  in  the 
receipt  of  the  income  of  the  estate. 

27.134.  I understood  that  is  not  so,  but  I am  very 
glad  to  have  that  correction? — I do  not  know  how 
that  misapprehension  arose. 

27.135.  Mr.  Marks : But  only  the  interest  on  the 
instalment  ? — Yes. 

27.136.  Mr.  Pretyman:  But  it  is  allowed,  I under- 
stand?— Yes. 

27.137.  I am  glad  to  have  that  correction;  I was 
informed  it  was  not. 

27.138.  Sir  E.  Nott-Bow^r : You  are  talking  about 
Super-tax;  how  about  the  ordinary  Income  Tax? — 
It  is  allowed  there  in  ascertaining  the  total  income. 

27.139.  No  deduction  of  Income  Tax  is  allowed? — 
A deduction  of  Income  Tax  is  not  allowed,  but  I 
think  when  the  rate  of  interest  payable  on  Estate 
Duty  in  arrear  was  raised  by  Parliament  this  year 
it  was  kept  at  as  low  a figure  as  4 per  cent.,  because 
the  subject  has  not  the  right  to  deduct  Income  Tax. 
If  he  had  had  that  right  it  might  have  been  put  at 
some  higher  figure,  say,  5 per  cent,  or  6 per  cent. 

27.140.  Mr.  Marks:  Are  your  figures  quite  right? 
You  spoke  of  an  estate  with  an  income  of  £30,000  a 
year,  of  which  £15,000  was  absorbed  in  interest? — I 
took  the  figures  that  were  given  a fortnight  ago. 

27.141.  That  £15,000  was  the  instalment  of 
principal  of  the  debt  and  interest  on  it? — Well,  my 
arithmetic  is  subject  to  correction,  I quite  admit, 
but  whatever  the  interest  is  it  would  be  allowed. 

27.142.  Mr.  Pretyman : That  is  only  for  the  cal- 
culation of  Super-tax,  I understand? — Yes,  only  for 
Super-tax. 

27.143.  Why  not  for  Income  Tax? — I think  the 
position  is  this,  for  Income  Tax  it  is  also  allowed  as 
a deduction  in  ascertaining  the  total  income  of  the 
Income  Tax  payer  for  getting  his  reduced  rate. 

27.144.  But  he  does  not  have  to  pay  6s.  in  the  £ ; 
surely  he  is  allowed  to  deduct  that? — I think  the 
explanation  of  that  is  this,  that  until  the  Finance 
Act  of  1919  interest  was  only  charged  at  the  rate  of 


3 per  cent.  Parliament  this  year  raised  that  rate  to 

4 per  cent.,  but  my  recollection  is  that  in  the  Bill 
as  it  originally  stood  in  the  House,  the  rate  was 
higher;  I think  it  was  5 per  cent.  I believe  the 
reduction  to  4 per  cent,  which  was  finally  accepted 
was  because  of  the  knowledge  that  the  taxpayer  could 
not  deduct  Income  Tax,  and  therefore  that  4 per 
cent,  represents  really  and  truly  a net  rate;  it  is  the 
equivalent  of,  let  us  say,  5i  per  cent,  less  tax. 

^ 27,145.  Then  I was  right  in  saying  that  Income 
Tax  is  not  deducted;  it  is  only  Super-tax  that  is 
deducted? — It  is  only  Super-tax  that  is  specifically 
deducted,  that  is  to  say,  the  person  in  possession  of 
the  estate  pays  Income  Tax  at  6s.  on  the  whole  value 
of  the  estate,  but  in  return  for  that  he  gets  the 
benefit  of  paying  a very  low  rate  of  interest  on  the 
Estate  Duty  in  arrear.  He  gets  that  concession  for 
what  it  is  worth,  namely,  that  he  pays  less  than  the 
market  rate  of  interest. 

27.146.  He  only  nominally  pays  4 per  cent. ; ho  really 
pays  very  much  more? — I think  it  might  fairly  be  put 
in  that  way. 

27.147.  Over  5 per  cent.? — He  pays  a larger  sum 
and  notionally  deducts  tax  from  it. 

27.148.  Sir  W.  Trower : Is  it  quite  clear  that  for 
the  purposes  of  Super-tax  he  can  deduct  4 per  cent, 
on  the  arrears  plus  the  Income  Tax  it  would  bear  ? — 
No,  I do  not  go  so  far  as  that.  He  deducts  the 
actual  interest  he  pays. 

27.149.  Is  that  right? — Are  you  speaking  of  legally 
or  equitably? 

27.150.  Equitably? — I think  in  equity  he  might 
conceivably  have  a claim  to  deduct  the  equivalent 
5£  per  cent. 

27.151.  Mr.  Kerly : That  is  as  far  as  we  ever  get 
you  to  go. 

27.152.  Sir  W.  Trower : I am  afraid  it  is  quite 
clear  that  under  the  existing  law  it  is  so,  but 
equitably  he  ought  to  be  allowed  to  deduct  6£  per 
cent. 

27.153.  Mr.  Kerly:  He  might  conceivably  be 

allowed  to  deduct  it. 

27.154.  Mr.  Pretyman:  But  the  calculation  given 
to  me  is  that  the  real  interest  he  pays  on  that  show- 
ing is  5 and  five-sevenths? — Yes;  that  would  be  the 
exact  equivalent  of  allowing  for  Income  Tax  at  6s. 
in  the  £. 

27.155.  Yet  you  let  Parliament  suppose  that  he  is 
only  paying  4 per  cent.  ?— Of  course,  I am  not 
responsible  for  what  took  place  in  the  House,  but  I 
am  not  at  all  sure  whether  that  point  was  not 
referred  to  in  debate,  I would  not  like  to  answer 
definitely. 

27.156.  Do  you  not  think  it  would  be  more  equit- 
able to  charge  him  5 per  cent,  and  deduct  the  Income 
Tax  ? — There  would  be  considerable  difficulties.  I do 
not  know  what  the  reasons  were  that  led  to  that 
decision,  but  I can  see  practical  difficulties.  If  the 
small  taxpayer  deducted  Income  Tax  at  6s.  we  should 
have  great  difficulty  in  chasing  him,  if  I may  put  it 
in  that  way,  to  see  that  he  accounted  to  us  for  that 
6s.  that  he  deducted.  He  would  be  liable  personally 
to  pay,  perhaps,  at  only  3s. 

27.157.  May  I suggest  on  the  other  hand  that  if 
the  basis  of  the  rate  is  to  bring  the  Income  Tax 
deduction  to  a level  it  ought  to  be  less  than  4 per 
cent. — that  it  ought  to  be  at  the  most  3 and  two- 
sevenths  per  cent.  ? — Of  course,  that  is  arguable,  I 
admit.  You  mean  a compounded  rate? 

27.158.  In  other  words,  it  ought  to  go  back  to 
3 per  cent.  ? — No,  I could  not  admit  that  for  a 
moment.  Say,  for  the  sake  of  argument,  that  the 
market  rate  is  5 and  five-sevenths;  5 and  five-sevenths 
iess  6s.  comes  to  4 per  cent. ; I do  not  quite  see  how 
you  can  get  it  lower  than  that. 

27.159.  Where  the  rate  is  increased  by  Government 
borrowings  and  expenditure  the  unfortunate  man 
with  a fixed  income  has  to  pay  that  high  rate  ? — I am 
afraid  there  must  be  some  truth  in  that. 

27.160.  Mr.  Walker  Clark : With  regard  to  your 
memorandum  concerning  certain  deductions  sug- 
gested by  public  witnesses  [ see  Appendix  63.],  I 
think  in  answer  to  Mr.  McLintock’s  question  you 
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agreed  that  you  allowed  the  whole  of  the  expenses 
for  a compulsory  removal? — ( Sir  Thomas  Collins ) : 

27.161.  And  that  for  a voluntary  removal  no  ex- 
penses at  all  were  practically  allowed  other  than 
stock  ? — Yes. 

27.162.  Not  even  plant? — No. 

27.163.  Does  it  not  appear  equitable  that  plant, 
which  is  absolutely  essential  to  continuing  the  busi- 
ness, should  be  allowed  to  be  charged? — It  may  from 
one  point  of  view ; I admit  it  is  arguable. 

27.164.  There  is  one  small  point  on  paragraph  11 
of  this  memorandum.  In  particular  cases  the  allow- 
ance granted  to  workers  for  their  expenses  is  con- 
sidered insufficient,  the  taxpayer  has  always  the 
right  of  appeal;  to  whom  is  the  right  of  appeal  given? 

— To  the  General  Commissioners  in  the  locality. 

27.165.  Is  it  not  the  rule  in  some  cases  for  the 
General  Commissioners  to  appoint  extra  Commis- 
sioners purely  to  deal  with  those  quarterly  assess- 
ments?— They  have  that  power  given  them  under  the 
Act,  but  personally  I have  not  heard  of  a case  where 
they  have  co-opted  Commissioners  for  the  purpose. 

27.166.  We  have? — My  knowledge  goes  for  nothing 
in  the  face  of  that. 

27.167.  Would  the  appeal  lie  to  these  extra  Com- 
missioners elected  for  this  purpose  or  to  the  General 
Commissioners  who  deal  with  the  general  question? 
That  is  a construction  of  law  which  I would  not  like 
to  answer  with  too  great  confidence,  but  I should 
think  as  those  Commissioners  are  co-opted  for  the 
special  purpose  of  expediting  the  hearing  of  wage- 
earners’  appeals,  an  appeal  by  a wage-earner  would 
commonly  go  to  them. 

27.168.  Would  you  suggest  that  the  law  costs  of  a 
partnership  agreement  in  continuing  the  business 
should  be'  deductible?— Do  you  mean  the  admission 
of  a new  partner? 

27.169.  Yes. — I think  strictly  it  would  not  be 
deductible. 

27.170.  It  should  be  dealt  with  in  some  manner  on 
the  lines  of  the  generous  allowance  that  you  sug- 
gested?—I should  prefer  to  give  it  further  consider- 
ation. 

27.171.  In  your  paper  regarding  trade  protection 

associations  [see  Appendix  No.  51.]  should  not  it  be 
headed:  “trade  associations,”  and  not  exclusively 

confined  to  trade  protection  associations ; that  is  a 
very  small  matter  ? — I think  that  would  be  a very 
good  amendment  of  the  heading  to  the  paper ; and  I 
will  have  that  amendment  made. 

27.172.  You  quote  in  paragraphs  8 to  11  one  or 
two  legal  decisions.  The  association  referred  to  in 
paragraph  10,  as  I understand  it,  was  an  association 
formed  for  the  express  purpose  of  regulating  prices 
or  increasing  prices? — That  was  the  Lochgelly  case. 
The  levies  were  extended  inter  alia  in  defraying  the 
expenses  of  the  Conciliation  Board,  Scotland,  paying 
the  subscription  to  the  Mining  Association  of  Great 
Britain  and  experimenting  with  coal-dust  with  a view 
to  preventing  explosions  in  mines. 

27.173.  It  is  not  that  one,  but  the  next,  the 
Grahamston  case  ? — But  the  Lochgelly  case  is  the  one. 

27.174.  They  are  both  quoted? — The  Grahamston 
case  came  up  in  this  way : the  company  would  not 
produce  the  association’s  accounts  showing  how  the 
levies  were  expended.  The  Court  held  in  effect  that 
they  should  do  so,  and  that  in  any  case  they  were 
only  entitled  to  such  part  of  the  subscription  as  was 
expended  by  the  Association  for  purposes  allowable 
for  Income  Tax. 

27.175.  The  Board  take  their  stand  purely  on  that 
ground  for  enforcing  the  agreement  or  payment  of 
the  tax? — Yes,  the  allowance  is  made  only  on  proof 
by  the  trader  in  each  case,  where  the  association  is 
not  under  agreement. 

27.176.  That  is  the  same  thing. — Yes,  as  to  how 
much  of  the  subscription  has  been  expended  by  the 
association  on  purposes  which,  if  the  trader  had 
spent  the  money  himself,  would  have  been  allowed 
him  as  a deduction. 


27.177.  And  since  the  trader  cannot  produce  those 
accounts  and  satisfy  the  Surveyor  he  must  pay?— It 
raises  a difficulty  very  often  of  that  kind,  but  that  is 
the  fault  of  the  Association  in  not  helping  their 
members  to  prove  their  case. 

27.178.  I put  the  question  this  morning  to  Mr.  Gox 

as  to  what  happens  when  notice  of  appeal  is  given  by 
the  Crown  for  the  collection  c>f  the  tax  of  an  organisa- 
tion in  London  and  the  appeal  was  withdrawn  by  the 
Crown?— Yes.  _ . , „ 

27.179.  And  the  following  year  the  Inland  Revenue 
enforced  payment  of  the  tax? — On  the  trader? 

27.180.  No,  on  the  organisation? — I am  afraid  I 
am  not  acquainted  with  the  particulars  of  that  case. 

27.181.  I take  it  that  the  Board  are  not  willing  to 
allow  the  ordinary  subscriptions  of  an  ordinary 
trader  to  an  ordinary  trade  organisation,  that  is,  a 
trade  organisation  which  merely  protects  his  interest 
so  far  as  legislation  or  threatened  legislation  is  con- 
cerned ?— They  always  ask  for  proof  that  the  whole  of 
the  subscription  has  been  expended  on  purposes 
which  are  allowable  for  Income  Tax.  If  there  is  any 
balance,  not  so  expended  they  think  that  either  that 
balance  should  be  liable  to  tax  in  the  hands  of  the 
Association,  or  a proportionate  part  should  be  sliced 
off  the  subscriptions  paid  by  the  members. 

27.182.  As  a matter  of  fact  the  Board  is  not  in  a 
position  to  get  that  assurance  in  many  cases,  and  pro- 
bably he  pays  the  whole?— I do  not  always  know  what 
happens  in  particular  cases.  It  bothers  us  very  much 
where  associations  take  up  an  opposing  attitude,  and 
will  not  enter  into  the  ordinary  agreement. 

27.183.  As  I put  this  morning  we  have  case-made 
law  and  Statute-made  law,  and  now  we  have  tax  by 
negotiation?— At  present  on  these  cases,  yes,  for  the 
ultimate  convenience  of  both  parties. 

27.184.  Is  the  only  case  the  Haberdashers’  Company 

[see  Appendix  No.  54.]?— That  is  all  we  know  of,  of 
that  precise  type.  . , , 

27.185.  Mr.  Marks : With  regard  to  the  registered 
Friendly  Societies  [see  Appendix  No.  52.]  you  speak 
of  the  limit  now  being  £300  and  an  annuity  of 
£52  a year.  Do  you  know  that  the  average  amount 
of  the  policy  in  the  ordinary  Life  Assurance  offioe  is 
less  than  £300?— I have  heard  that  statement  made 
on  behalf  of  the  insurance  companies. 

27.186.  If  you  carry  the  thing  a little  further  to 
the  ’industrial  Life  Assurance  offices  the  average 
comes  down  to  somewhere  about  £10? — I do  not 
know ; I can  only  accept  it  from  you. 

27.187.  It  is  so,  and  I believe  for  the  whole  business 
of  the  largest  offices  doing  industrial  and  ordinary 
business,  the  average  is  about  £18,  but  that  includes 
large  policies  in  the  ordinary  branches,  so  that  it 
really  seems,  although  those  are  maximum  figures  for 
Friendly  Societies  that  it  was  quite  high  enough? — 
Before  they  raised  it? 

27.188.  Yes.  I think  probably  the  reason  was  purely 
political.  Mv  point  is  that  a Friendly  Society 
might  do  a business  which  is  comparable  with  that 
of  an  industrial  office  and  probably  is  so  doing  a 
business,  and  it  might  even  do  business  comparable 
with  that  of  an  ordinary  Life  Office  and  yet  escape 
taxation  entirely  if  it  were  registered  under  the  Act? 

I have  no  knowledge  of  the  average  amount  of  the 

policies,  or  the  number. 

27.189.  I suggest  that  the  _ full  amount  of  the 
policies,  done  by  the  large  Friendly  Societies  would 
be  very  much  the  same  as  the  average  amount  of  the 
policies  done  by  the  industrial  Life  Offices,  and 
assuming  that  that  were  so,  the  Friendly  Society 
would  escape  Income  Tax  entirely,  whereas  the  in- 
dustrial office  would  be  taxed  on  its  interest  less  ex- 
penses if  that  left  anything,  or  otherwise  on  its 
profits  ? — The  industrial  companies  pay  on  their 
profits. 

27.190.  That  is  not  quite  fair,  do  you  think?  One 
escapes  tax  altogether  and  the  other  pays  tax  on 
something? — Yes. 

27.191.  I suggest  to  you  that  in  principle  there  is 
no  difference  between  the  business  which  they 
conduct? — I have  not  thought  the  matter  out. 

27.192.  I will  not  pursue  it.  At  any  rate,  it  does 
not  seem  as  you  suggest  that  there  is  any  case  for 
enlarging  the  concession? — No. 
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27.193.  In  paragraph  5 of  your  memorandum  on 
earned  and  unearned  income  [ see  Appendix  No.  55.] 
you  suggest  the  phrase:  “investment  income,”  in- 
stead of  “ unearned  income;  ” that  is  a new  phrase 
to  me  except  in  connection  with  the  evidence  which 
has  been  proffered  by  the  Inland  Revenue  in  re- 
spect of  Life  Assurance  offices.  It  is  used  in  a 
different  connection  there? — Yes.  I do  not  think  we 
wish  to  press  these  new  titles.  It  is  simply  because 
there  appears  to  be  some  restlessness  on  this  point  of 
the  titles  “ earned  ” and  “ unearned  income,”  that 
these  suggestions  “ income  from  property  ” and 
“ investment  income  ” are  thrown  out. 

27.194.  My  point  is  there  is  no  connection  between 
the  use  of  it  in  this  memorandum  and  that  which  has 
been  put  forward  in  connection  with  Life  Offices? — 
No. 

27.195.  Then  there  is  just  one  point  I want  for 
information  on  the  minor’s  income  [see  Appendix 
No.  58.]  Would  a minor  on  whose  behalf  there  had 
been  invested  a sum  of  money  in,  say,  Consols,  where 
the  dividends  were  accumulated  and  added  to  the 
principal,  be  entitled  when  he  came  into  possession  of 
the  fund  to  reclaim  the  whole  of  the  Income  Tax  from 
the  time  when  the  trust  started? — (Mr.  Harrison): 
Provided  his  income  was  sufficiently  low. 

27.196.  How  would  his  income  be  measured? — By 
whatever  income  he  might  have  outside  the  trust  for 
the  different  years  plus  the  proportion  of  the 
accumulations  which  would  be  properly  attributable 
to  those  years. 

27.197.  But  even  so,  supposing  he  were  a minor, 
could  that  properly  be  brought  into  account  in 
assessing  him  with  regard  to  the  trust? — Yes,  we  have 
to  deal  with  his  total  income,  whatever  it  is,  and  in 
ascertaining  his  total  income  we  are  authorized  to 
bring  in  the  trust  income. 

27.198.  One  remark  which  you  made  just  now 

rather  interested  me.  You  suggested  that  you  would 
be  properly  liable  to  tax  on  the  income  of  a fund 
which  you  had  accumulated  for  the  purpose  of  re- 
pairs— the  £50  a year  that  you  were  talking  about — 
because  you  were  perfectly  free  to  spend  it  as  income 
if  you  so  desired.  Do  you  mean  that  in  your  mind 
or  in  the  mind  of  the  Inland  Revenue  officials  that 
is  a test  of  taxable  income  in  any  way? — No,  I did 
not  quite  mean  that.  What  I meant  was,  that  if 
I have  saved  that  sum  out  of  my  income 

27.199.  I am  not  on  that  point.  The  point  I wish 
to  elicit  your  view  upon  is  whether  the  fact  that 
you  were  perfectly  free  to  spend  it  as  income  is  any 
test  whether  that  income  should  be  taxed  or  not? — 
No,  I ~ould  not  suggest  that.  If  my  remark  con- 
veyed that  meaning  I should  certainly  not  like  to  lay 
that  down  as  a test. 

27.200.  It  is  in  the  nature  of  a non  sequitur  then  ? 
— I suppose  it  may  be.  I am  afraid  I cannot  quite 
remember  the  whole  sequence  of  the  remarks. 

27.201.  On  the  clergy  question  [ see  Appendix  No. 
66.],  is  the  decision  in  Turton  v.  Cooper,  which 
you  probably  remember,  overridden  by  that  in 
Blakiston  v.  Cooper.  I will  just  refresh  your  memory. 
This  is  Turton  v.  Cooper  : “ portions  of  the  collec- 
tions taken  in  church  on  certain  Sundays  were  paid 
to  the  incumbent.  The  payments  were  made  to  him 
as  incumbent,  but  would  not  have  been  made  unless 
he  had  been  poor.  Held,  that  he  was  not  assessable 
to  Income  Tax  in  respect  of  the  amount  so  received.” 
Then  Blakiston  v.  Cooper  is:  “voluntary  Easter 
offerings  were  given  by  parishioners  at  Easter  to  the 
vicar  of  a parish,  in  response  to  the  request  of  the 
Bishop  in  a letter  to  churchmen  asking  them  to 
mitigate  the  hardships  of  the  position  of  the  under- 
paid clergy  generally,  the  offerings  purporting  to  be 
made  as  ‘ a personal  non-official  free-will  gift.’  Held, 
that  the  sums  in  question  were  perquisites  or  profits 
accruing  by  reason  of  his  office  and  that  he  was  there- 
fore assessable  under  Schedule  E in  respect  thereof.” 
Does  that  later  decision  override  Turton  v.  Cooper? 
— Of  course,  it  has  never  been  determined  judicially 
whether  it  does  or  does  not.  I think  it  does  not 
necessarily  do  so.  The  element  of  the  poverty  of 
the  individual  seems  to  appear  rather  prominently  in 
Turton  v.  Cooper,  and  it  may  be  that  a distinction 


would  be  drawn  on  that  account  had  that  case  been 
decided  later  than  Blakiston. 

27.202.  If  the  Bishop  had  been  advised  by  some- 
body who  kept  his  eye  on  Turton  v.  Cooper  instead 
of  addressing  a general  circular  to  churchmen  he 
would  have  written  to  the  churchwardens  one  by  one 
naming  the  particular  clergyman  and  saying:  “it 
would  be  very  nice  if  you  would  get  up  an  Easter 
offering  for  him,  or  an  offering  four  times  a year,” 

and  therefore  he  would  not  have  been  taxed  on  it? 

I would  not  like  to  commit  myself  definitely  to  what 
the  result  would  be. 

27.203.  I will  not  suggest  the  way  the  Bishop  should 
do  it  but  I would  suggest  this,  that  if  he  confined 
himself  within  the  limits  of  the' decision  in  Turton  v. 
Cooper  it  might  be  that  offerings  to  the  clergy  would 
escape  Income  Tax  ? — Subject  to  the  qualification  that 
they  must  not  be  offerings  to  the  clergy  as  incum- 
bent of  the  benefice — they  must  be  personal. 

27.204.  In  Turton  v.  Cooper  the  payments  made  to 
him  as  incumbent  would  not  have  been  made  unless 
he  had  been  poor?— Might  I suggest  that  possibly 
the  second  element  might  be  sufficient  to  retain  that 
decision,  but  I do  not  suggest  that  if  it  had  been 
decided  later  it  might  not  have  been  held  that  that 
particular  payment  was  taxable.  It  is  possible  that 
it  might  if  it  had  followed  the  Blakiston  decision. 
Of  course,  we  are  speaking  about  what  the  judges 
might  have  said;  I am  afraid  I cannot  give  you  a 
definite  answer. 

27.205.  Professor  Pigou : I should  like  to  ask  a 
question  about  the  principle  involved  in  this  deer 
forest  (see  Appendix  No.  32).  In  an  ordinary  farm 
the  Schedule  B payment  is  intended,  is  not  it,  to 
cover  profits  that  may  result  from  investment  of 
capital  and  labour  in  the  land  over  and  above  what 
goes  to  pay  the  rent? — Yes,  that  is  so. 

27.206.  In  the  argument  put  to  you  about  the 
deer  forest  the  assumption  was  that  in  a deer  forest 
there  was  no  opportunity  for  that  sort  of  point? — 
Yes. 

27.207.  That  assumption,  of  course,  may  be  valid 
about  a particular  deer  forest,  but  surely  it  would 
be  going  a long  way  to  lay  down  a general  principle 
that  it  was  valid  for  all  deer  forests  ? — I agree. 

27.208.  For  example,  if  I were  to  make  a deer 
forest  in  Cambridge  nobody  would  propose  to  extend 
this  exemption? — I should  imagine  not  for  a moment. 

27.209.  Might  not  it  be  urged  also,  supposing  a 
landlord  has  turned  out  crofters  and  made  a deer 
forest  out  of  this  land  which  before  was  yielding 
profit,  then  to  let  off  Schedule  B because  it  had 
become  a deer  forest  would  be  a very  paradoxical 
proceeding? — I agree  again  entirely. 

27.210.  Then  again,  may  not  it  be  possible  that  the 
occupier  of  the  deer  forest  might  invest  money  and 
might  even  make  a profit  in  selling  the  venison? — 
That,  of  course,  is  possible ; I do  not  know  how  far 
it  happens  in  practice. 

27.211.  If  he  did  there  would  be  no  other  way  of 
making  him  pay  for  that  profit  except  under  Sche- 
dule D ? — That  is  so. 

27.212.  And  again,  the  real  point  is  not  what  he 
would  make  if  he  did  keep  it  as  a deer  forest  and 
sold  the  venison  but  rather  what  he  could  have  made 
if  he  had  turned  it  to  the  most  profitable  use? — Yes, 
that,  I think,  is  the  point. 

27.213.  It  would  bo  impossible  to  lay  down  a general 
principle  that  sporting  rights  in  deer  forests  as  such 
should  be  let  off  Schedule  B and  the  most  that  could 
be  done  would  be  that  each  case  should  be  examined 
on  its  merits? — I think,  speaking  as  an  official,  we 
should  be  rather  sorry  to  have  to  make  those  investi- 
gations. The  present  rule  may  be  arbitrary,  but  I 
should  personally  prefer  it. 

27.214.  You  clearly  prefer  the  present  rule  to  the 
other  which  would  be  equally  arbitrary  of  exempting 
them  all? — Yes. 

27.215.  They  would  be  both  arbitrary  ? — Yes. 

27.216.  Sir  E.  Nott-Bower : What  occurs  to  me  is 
this : in  this  particular  deer  forest  which  was  under 
discussion  I understood  the  sporting  rent  was  £1,000, 
and  it  was  suggested  that  if  sheep  were  turned  out 
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on  it  it  would  carry  a rent  of  £200.  If  it  were  let 
as  a sheep  run  a Schedule  A assessment  then  would 
be  £200;  the  Schedule  B assessment  would  be  £400, 
a total  of  £600,  and  that  is  all  the  tax  you  can  get? 

— That  is  so. 

27.217.  But  it  got  put  to  a more  profitable  purpose 
which  produces  £1,000.  Would  it  be  possible  to  lay 
down  the  rule  that  where  you  were  satisfied  that  the 
sporting  rent  exceeds  the  full  taxable  profit  that 
you  could  get  under  Schedule  A and  B if  it  were 
turned  to  any  other  purpose  then  you  should  only 
get  the  tax  once? 

27.218.  Professor  Pigou : That  would  entirely  meet 
my  point,  but  that  would  mean  special  enquiry  in 
each  case.  (To  Witness ) : Would  that  be  practicable 
do  you  think? — I think  that  would  be  quite  prac- 
ticable. 

27.219.  And  that  would  really  meet  the  whole 
grievance? — I think  it  would. 

27.220.  Except  that  there  would  still  be  the  diffi- 
culty where  the  thing  was  on  the  margin? — Yes,  there 
would. 

27.221.  To  turn  to  an  entirely  different  point  on  a 
matter  of  differentiation  which  does  not  arise  out  of 
these  papers  but  upon  which  I should  rather  like 
your  opinion,  as  things  are  at  present  a married 
man  with  £500  gets  as  against  a bachelor  with  £500 
a relief  of  X? — Yes. 

27.222.  A man  with  an  earned  income  of  £500  gets 
as  against  the  bachelor  with  an  unearned  income  Y? 
— Yes. 

27.223.  But  a married  man  who  also  has  earned 
income  gets  as  against  the  bachelor  with  an  unearned 
income  less  than  the  sum  of  those  two? — Yes,  that 
is  so. 

27.224.  Can  you  tell  me  what  the  reason  for  that 
is? — No,  I think  not,  except  that  perhaps  the  legis- 
lation has  been  piecemeal  and  I do  not  know  that 
the  whole  thing  has  been  worked  out  in  a theoretical 
and  scientific  manner. 

27.225.  Does  it  not  arise  out  of  the  purely  arith- 
metical fact  that  the  relief  for  wife  and  family  are 
given  by  way  of  abatement  and  the  others  are  given 
by  way  of  a percentage;  is  it  not  purely  an  arith- 
metical consequence? — I think  it  is.  It  would  have 
been  quite  possible  to  allow  the  unearned  income 
relief  by  an  allowance. 

27.226.  Or  would  it  be  possible  to  allow  a different 
abatement  for  wife  and  family  for  a person  who  got 
earned  income  from  one  who  had  an  unearned  in- 
come? Yes.  We  should  probably  get  very  great 
arithmetical  complications  in  the  case  of  a man  who 
had  partly  earned  and  partly  unearned  income;  you 
would  get  all  sorts  of  proportions. 

27.227.  My  point  is,  it  would  be  quite  practicable 
to  do  away  with  that  either  by  turning  them  both 
into  percentage  allowances  or  by  manipulating  abate- 
ments?— Yes,  that  would  be  a possible  way. 

27.228.  And  probably  the  anomaly  has  arisen  more 
or  less  by  accident? — I think  it  has  arisen  by  acci- 
dent. 

27, ,229.  Does  it  seem  to  you  in  the  face  of  things 
that  it  is  quite  incorrect  that  the  man  who  is  due 
for  both  those  reliefs  should  get  less  than  the  sum  of 
the  two? — It  certainly  seems  anomalous. 

27„230.  Might  it  not  bo  argued  that  he  ought  to 
get  more  than  the  sum  of  the  two ; a married  man 
presumably  suffers  more  than  the  bachelor? — Yes. 

27.231.  So  you  would  not  be  opposed  to  that  sug- 
gestion that  at  least  the  thing  should!  be  so  altered 
as  to  make  a person  who  is  entitled  to  the  two  reliefs 
get  at  least  half  the  sum  of  the  two? — No,  it  seems 
reasonable,  of  course. 

27.232.  Dr.  Stamp : I do  not  know  whether  you 
have  had  an  opportunity  of  seeing  the  evidence  that 
was  put  to  us  by  the  Tax  Surveyors’  Association? — 
Yes,  I have  seen  the  evidence-in-chief. 

27.233.  We  were  concerned  with  a very  interesting 
suggestion  made  for  getting  over  the  graduation 
difficulty,  the  system  that  was  called  the  simultaneous 
change  of  rate  and  abatement? — Yes. 

27.234.  Under  which  you  avoided  a jump  at  the 
point  of  £500  by  being  able  to  calculate  the  duty  on 


£500  on  either  scale,  and  it  came  to  the  same 
figure? — Yes. 

27.235.  The  two  objections  that  were  raised  yester- 
day wore,  first,  the  psychological  one  of  the  public — 
that  you  would  be  faced  with  a novel  situation  of 
explaining  to  the  public  and  asking  the  public  to 
understand  a larger  abatement  to  a wealthier  person? 
—Yes. 

27.236.  There  is  an  answer  to  that^  and  that  is, 
that  is  more  than  compensated  by  the  increased  rate 
of  duty? — Yes. 

27.237.  Do  you  consider  that  that  would  be  too  for- 
midable an  objection  to  be  overcome? — I did  think 
a great  deal  of  the  psychological  objection  in  con- 
nection, not  so  much  with  the  abatement  as  with  the 
rate.  It  seemed  to  me  that  the  effect  of  introducing 
a scheme  on  the  line6  suggested  would  be  this,  that 
the  taxpayer,  the  man  in  the  street,  might  say : 

“ what  emerges  from  this  Income  Tax  Commission 
in  regard  to  my  case  is  that  my  rate  has  gone  up 
from  3s.  9d.  to  5s.  3d.4  and  yet  I am  getting  no  more 
income.”  True,  you  might  be  able  to  answer  him 
and  say:  “you  have  a larger  abatement;  you  pay 
no  more  tax,”  but  he  is  not  apt  to  go  very  deeply 
into  the  question. 

27.238.  Do  you  not  think  by  a campaign  of  pub- 
licity of  real  rates  at  stages  of  income  showing  the 
real  rates  at  the  back  of  the  demand  notes  or 
return  forms  that  might  be  very  largely  overcome? 
— I think  if  we  had  on  the  back  of  the  demand  notes 
a statement  of  what  I call  the  effective  rates  that 
might  help  a great  deal.  There  is  a great  deal  of 
misapprehension  at  present  as  to  the  difference 
between  the  nominal  rate  and  the  effective  rate. 

27.239.  We  were  concerned  not  so  much  with  the 
psychology  of  the  man  himself  as  a poor  man  com- 
paring himself  with  a wealthier  man  who  had  a larger 
abatement? — I think  that  might  be  capable  of  ex- 
planation. 

27.240.  It  is  not  an  insuperable  objection? — I think 
it  is  formidable  but  not  insuperable. 

27.241.  It  was  presented  to  us  that  both  the  features 
that  the  administration  like  so  much,  namely,  rates 
not  changing  over  a zone,  and  wide  zones  with  abate- 
ments in  them,  so  that  a small  alteration  in  income 
does  not  affect  a man’s  total  liability,  together  with 
the  advantage  of  not  requiring  from  him  at  the  end 
of  a completed  year  an  exact  statement  of  his  total 
income  for  that  year,  would  be  preserved,  and  as  both 
those  features  were  preserved,  the  abatement  and  the 
rate,  on  the  present  lines  it  struck  us  that  it  had.  some 
advantages  over  other  proposals,  and  if  those  objec- 
tions were  not  insuperable  it  might  be  very  seriously 
considered  ? — Yes,  but  I would  not  like  to  put  it  lower 
than  this : I do  think  the  objections  are  formidable. 

27.242.  The  second  point  was  the  fact  that  you 
arrive  at  the  6s.  rate  at  a much  lower  level  than  the 
real  6s.  rate? — Yes. 

27.243.  There  were  two  devices  discussed,  the  first 
one  was  that  you  could  tone  the  abatement  off  in 
small  stages,  and  the  second  one  was  that  you  should, 
after  having  dug  a hole  into  the  man’s  duty  with 
an  abatement,  bring  the  Super-tax  duty  to  fill  it 
up? — Yes. 

27.244.  It  seemed  to  be  making  administrative  work 
without  any  net  result? — Yes. 

27.245.  Which  of  the  two  schemes,  supposing  they 
were  considered,  would  you  think  would  be  the 
better  ? — On  the  whole  I think  the  diminishing  abate- 
ment rather  appeals  to  me. 

27.246.  You  do  not  think  the  Board  would  regard 
the  system  as  unworkable? — Of  course,  unworkable 
is  rather  strong. 

27.247.  Are  they  such  objections  as  would  make  it 
inadvisable  to  adopt  it?— I think  the  Board  most 
distinctly  would  prefer  the  present  system  with  some 
smoothing  off  of  the  jumps  to  any  scheme  of  that  kind. 
I do  not  think  they  would  go  so  far  as  to  say  that 
that  scheme  was  unworkable  if  for  other  reasons  it 
were  possible  to  adopt  it. 

27.248.  You  think  the  Board  would  adhere  to  the 
original  devices  put  forward  by  Mr.  Hopkins? — Yes, 
I do  think  that. 

27.249.  The  second  point  I wanted  to  make  also 
arises  out  of  yesterday’s  evidence,  and  that  was  the 
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scheme  for  getting  away  from  the  re-assessment  year 
altogether,  and  having  something  analogous  to  the 
Scottish  system,  though  not  so  cumbrous  even  as  that, 
in  the  way  of  an  always  up-to-date  valuation?— Yes. 

27.250.  Giving  the  Surveyor  power  on  every  change 
of  tenancy  or  alteration  of  rent  to  alter  the  assess- 
ment, and  also  having  from  time  to  time  a re-valua- 
tion of  the  owner-occupied  property  or  other  property 
as  might  be  directed.  Do  you  see  any  insuperable 
objection  to  that? — I see  very  serious  objections  to 
that.  It  seems  to  me  if  you  are  going  to  have  a 
system  of  that  kind  you  have  either  to  make  your  re- 
valuation systematic . or  unsystematic.  If  you  make 
it  systematic  you  practically  have  to  have  a complete 
re-valuation  every  year,  or  at  any  rate  you  have  to 
inquire  into  the  circumstances  of  every  property 
practically  every  year;  if  it  is  unsystematic  you  then 
introduce  inequalities  between  taxpayers. 

27.251.  You  mean  in  some  districts  where  changes 
of  tenancy,  or  changes  of  rent  might  be  more  obvious 
they  would  be  over  taxed  if  the  rents  were  rising  as 

compared  with  districts  where  it  was  not  so  obvious? 

And  not  only  that,  it  would  be  veiy  difficult  to  know 
at  what  point,  if  we  are  to  have  it  unsystematic,  to 
take  hold  of  the  owner-occupier  and  say : “ there  has 
been  a general  rise  in  values;  we  shall  put  you  up.” 

27.252.  Could  not  the  unsystematic  part  of  it  be 
systematised  by  administrative  regulations? — To  some 
extent.  I do  not  find  it  easy  to  see  a half-way  house. 

27 .253.  Provided  that  it  was  competent  to  the 
Revenue,  every  time  there  was  a change  in  the  rent, 
to  alter  the  assessment,  and  with  regard  to  owner- 
occupied  premises  to  re-value  them  at  intervals  of 
three  or  five  years,  would  that  be  equitable? — That 
would  not  produce  any  grave  inequities,  but  as  regards 
all  cases  except  owner-occupied  cases  you  would  have 
to  have  your  inquiry  practically  annually  to  see 
whether  any  changes  in  rent  had  been  made. 

27.254.  You  are  thinking  now  particularly  of  agri- 
cultural properties  where  the  rent  changes  without 
the  tenant  changing  quite  frequently? — I was  think- 
ing also  of  town  properties — small  properties. 

27.255.  Supposing  you  made  it  compulsory  on  all 
tenants  at  the  time  of  a change  of  rent  to  notify  that 
change  to  the  authorities?— I do  not  think  they  would 
do  it  unless  we  sent  them  forms. 

27.256.  Supposing  they  were  under  heavy  penalties 
to  notify  it? — I do  not  think  it  would  make  them 
do  it.  I think  they  would  say:  “ we  did  not  under- 
stand this,”  and  they  would  take  no  steps  at  all.  I 
have  very  little  faith  in  a public  notice  with  a penalty. 
T think  you  want  to  get  an  individual  notice  as  a rule 
before  the  taxpayer  does  anything. 

27.257.  Sir  J.  Harmood-Banner:  Supposing  the 
landlord  was  under  an  obligation? — That  would  be 
more  helpful,  because  the  landlords  would  be  much 
fewer  in  number,  but  I do  not  think  even  the  land- 
lords would  come  forward  in  a body  and  notify  us  of 
changes.  We  have  found  in  connection  with  the 
Super-tax  where  the  taxpayer  is  under  legal 
obligation  to  give  notice  of  his  liability  to  Super-tax 
if  he  is  liable,  and  there  are  penalties  of  £50  for  not 
giving  that  notice,  that  the  percentage  of  eases  in 
which  that  notice  is  given  to  us  has  always  been 
relatively  very  small. 

27.258.  Th.  Stamp : You  think  the  courts  are 

reluctant  to  impose  penalties  on  forgetful  taxpayers 
who  have  not  had  an  individual  notice? — They  are, 
and  I do  not  think  we  should  like  to  go  into  court 
wholesale,  perhaps  in  hundreds  of  thousands  of  cases 
to  get  penalties  imposed. 

27.259.  That  is  one  of  the  reasons  why  a church 
door  notice  is  an  anachronism? — It  is  certainly  an 
anachronism  but  it  has  its  uses. 

27.260.  Sir  J.  Harmood-Banner:  If  you  made  it 
public  by  suing  for  these  penalties  you  would  soon 
bring  them  to  your  views,  would  you  not? — We  should 
do  a great  deal.  I admit  that  something  of  that 
sort  would  help  us  considerably,  but  I think  there 
would  be  a considerable  percentage  of  people  who 
would  never  do  anything  until  their  case  came  before 
us. 

27.261.  Dr.  Stamp:  If  it  is  your  view  that  in  order 
to  maintain  a systematic  method  you  must  steer  clear 
of  this  rather  haphazard  discovery  of  liability,  would 


you  be  against  rectifying  what  is  perhaps  a little 
anomalous  at  present,  that  is,  inability  to  raise  a 
man’s  assessment  in  the  quinquennial  period  when 
the  rent  goes  up  ? — Of  course  that  is  an  anomaly 
especially  from  our  point  of  view,  but  I think  there 
is  something  in  the  psychological  aspect;  we  do  not 
want  to  disturb  the  taxpayer  too  often.  We  do  not 
want  him  to  feel  that  he  has  to  think  of  nothing  but 
Income  Tax. 

27.262.  It  is  10  years  since  there  was  an  assessment? 
— Yes ; 10  years  is  too  long. 

27.263.  And  a lot  of  people  are  grossly  under- 
assessed ? — Yes. 

27.264.  And  it  would'  be  a little  more  equitable  as 
compared  with  people  who  have  larger  assessments  if 
they  were  rightly  assessed? — Yes,  but  that  has  been 
due  to  the  special  circumstance  of  the  war. 

27.265.  But  even  5 years  serves  to  bring  about  con- 
siderable anomalies? — It  does.  It  is  a question  of 
opinion  whether  it  should  be  3 or  5 years. 

27.266.  Your  view  is  that  a constantly  self-adjusted 
valuation  roll,  despite  all  the  administrative  pre- 
cautions you  can  take,  would  tend  to  become  rather 
haphazard  and  uneven? — I think  it  would  unless 
it  was  so  systematic  that  you  introduced  an  enormous 
additional  amount  of  work. 

27.267.  You  do  not  at  the  present  time  serve,  shall 
I say,  a private  resident  with  a form  under  Schedule 
D every  year? — No,  we  do  not.  If  he  tells  us  in  one 
year  that  he  has  no  untaxed  income  we  normally  do 
not  bother  him  again  for  two  or  three  years. 

27.268.  To  some  extent  that  is  analogous  in  the  way 
of  being  haphazard,  is  not  it? — I think  it  is,  but  of 
course  if  we  serve  a man  this  year  with  a form  to 
make  a return  and  he  says:  “ no  untaxed  income,” 
and  then  we  leave  him  alone  for  three  years  and  serve 
another  form  and  he  then  says  : “I  have  some  untaxed 
income,”  we  then  say:  “what  about  the  last  two 
years;  had  you  any  then?  ” and  we  go  hack  and  pick 
up  the  tax  which  might  otherwise  escape. 

27.269.  If  you  were  to  attempt  to  do  that  with 
property  by  securing  that  every  tenant,  or  every 
owner,  should  have  a form  once  in  three  years  you 
might  just  as  well  have  a systematic  re-valuation 
every  three  years  ? — Yes,  in  connection  with  property 
I certainly  think  so. 

27.270.  Supposing  you  were  to  supplement  the  Sur- 
veyors’ Association  scheme  with  this  precaution  that 
you  should  pick  up  the  liabilities  as  you  find  them, 
and  also  secure  that  everybody  is  called  upon  for  a 
return  every  three  years  in  time  to  pick  up  your 
duty,  would  that  be  practicable? — That  would  be 
possible,  but  I do  not  like  the  idea  of  making  back 
assessments  in  an  enormous  number  of  cases  in  respect 
of  property. 

27.271.  Sir  J.  Harmood-Banner : I think  with 

regard  to  Liverpool  every  half  year,  or  every  year, 
the  overseers  go  through  the  rents  and  look  at  the 
property  ? — I do  not  know  what  the  position  may  be 
at  Liverpool,  but  I believe  generally  the  rating 
authorities  have  no  power  to  call  upon  the  tenants 
to  make  returns  of  their  rents. 

27.272.  Dr.  Stamp : Is  not  that  the  reason  why  the 
rating  authorities  are  so  glad’  to  get  a copy  of  the 
Schedule  A assessment? — Yes. 

27.273.  Because  of  the  superior  powers  of  the  Crown 
in  getting  returns  ? — That  is  so. 

27.274.  If  I may  come  to  another  subject,  I would 
like  the  views#  of  the  representatives  of  the  Board  of 
Inland  Revenue  on  Co-operative  Societies’  profits. 
Suppose  that  the  Commission  should  feel  that  the 
present  conception  of  profits  under  the  Income  Tax 
Acts  does  not  include  what  we  know  as  the  “ divi- 
dend ” of  Co-operative  Societies,  and  that  you  make 
it  legal  to  so  extend  the  definition  of  “ profits  ” that 
it  should  include  such  dividend.  Having  regard  to  its 
rather  fortuitous  and  uncertain  character  and  other 
things  which  might  be  introduced;  and  in  view  of 
the  fact  that  they  might  have  at  the  back  of  their 
minds  the  feeling  that  there  was  something  unsatis- 
factory in  the  extent  to  which  co-operative  trading 
was  gradually  getting  profits  out  of  the  sphere  of 
Revenue  yield,  would  it  be  workable  to  have  any 
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separate  tax  annexed  to  the  Income  Tax  worked,  not 
on  the  fortuitous  part,  but  on  the  certain  part, 
namely,  on  the  turnover? — I suppose  it  would  be 
possible,  but  I confess  I do  not  like  working  a tax  on 
turnover  as  part  of  an  Income  Tax. 

27  275.  May  I explain  my  meaning  a little  further? 
If  there  is  a feeling  that  there  is  something  a little 
unjust  in  such  a large  body  of  economic  activity  being 
gradually  withdrawn  from  the  sphere  of  Revenue 
yield,  and  it  is  thought  that  it  cannot  be  tackled  by 
way  of  direct  Income  Tax  definition  and  inclusion, 
would  you  think  it  would  be  impossible  to  tackle 
it  in  any  other  way  by  a separate  tax? — No,  I do  not 
think  I should  say  that  it  would  be  impossible. 

27.276.  Do  you  think  now  that  it  would  be  satis- 
factory to  so  extend  the  definition  of  “ profit  ” as  to 
make  it  cover  the  dividend  that  a Co-operative  Society 
pays?  Would  it  be  free  from  arbitrariness — that  is 
the  point  1 am  on? — No,  I do  not  think  it  would  be 
free  from  arbitrariness. 

27.277.  I take  it  in  your  judgment  the  only  thing 
that  would  be  free  from  arbitrariness  would  be  to  give 
the  power  to  the  Revenue  to  regard  as  profit  the 
whole  difference  between  the  cost  price  and  the  market 
value? — That  is  so. 

27.278.  Not  the  actual  figure  shewn  in  the  account? 
— No. 

27.279.  That  is  the  only  thing  that  would  have  any 
kind  of  economic  certainty  about  it? — Yes,  but  that 
W'ould  lead  to  great  practical  difficulties. 

27,28U.  Is  it  not  clear  that  if  the  trading  of  the 
whole  community  became  co-operative  trading 
the  Income  Tax  would  practically  disappear? — As 
far  as  the  retail  trader  is  concerned  it  would. 

27.281.  And  the  wholesale  Co-operative  Society  in 
the  same  way? — You  can  conceive  a state  of  affairs  in 
which  it  would  all  disappear. 

27.282.  And  Income  Tax  then  being  a thing  of  the 
past  the  Government  would  have  to  find  its  revenue 
in  some  other  way? — Yes. 

27.283.  Might  that  conceivably  be  from  the  turn- 
over of  the  Co-operative  Society? — Yes. 

27.284.  We  need  not  wait  till  that  extreme  state  of 
affairs  comes  about  to  see  that  the  time  might  arrive 
when  such  a tax  might  be  introduced?— Quite. 

27.285.  And  it  would  not  be  impossible  to  work  it 
on  turnover? — It  does  not  occur  to  me  that  it  might 
be  impossible. 

27,2S6.  Mr.  Walker  Clark  : The  Meat  Packing  Trust 
is  on  the  same  lines? — Yes.  We  do  tax  by  reference 
to  turnover  in  certain  non-resident  company  cases. 
(Sir  Thomas  Collins ) : What  conceivable  difficulty 
could  there  be  in  charging  them  if  it-  were  so  decided 
on  turnover?  There  is  no  difficulty. 

27.287 . Dr.  'Stamp:  I think  there  is  none?— I 
cannot  conceive  of  any  insuperable  difficulty. 

27.288.  Is  not  it  a fact  that  the  turnover  is  defined 
already  by  regulations  for  the  Excess  Profits  Duty? — 
(Mr.  Harrison)  : I think  it  is. 

27.289.  Mr.  Walker  Clark ; And  the  profit  too?— 
(Sir  Thomas  Collins)  : If  you  go  to  turnover,  cannot 
we  take  turnover  in  its  natural  and  ordinary  sense 
with  regard  to  a Co-operative  Society  ? 

27.290.  Dr.  Stamp : That  is  my  view,  certainly  ?— I 
should  think  so  too. 

27.291.  Do  you  think  it  would  he  possible  to  extend 
the  definition  of  “ profit  ” in  such  a way  as  to  include 
what  the  Co-operative  Societies  call  “ dividend,” 
without  mentioning  it  as  such,  that  would  not  bring 
in  other  things? — (Mr.  Harrison) : That,  of  course, 
is  a very  difficult  question.  Until  we  saw  that  defini- 
tion it  would  be  very  difficult  to  say. 

27.292.  Could  it  he  done  in  general  terms?— It 
would  want  a very  clever  Parliamentary  draughtsman. 

27.293.  Do  not  you  think  it  would  undermine  the 
whole  conception  of  profit? — Yes,  I do. 

27.294.  Sir  W.  Trower:  I wanted  to  pursue  that 
question  I put  to  you  a little  time  ago  as  to  what 
is  taxable  income.  You  said  that  taxable,  income  was 
income  in  some  cases  which  is  not  received  by  the 
taxpayer? — Yes.  I think  I said  T would  not  like  to 
give  an  unqualified  affirmative  answer  to  the  question 
whether  it  was  confined  to  income  that  was  received 
by  the  taxpayer. 


27.295.  My  question  u>  you  was,  was  the  taxation 
confined  to  income  received  by  the  taxpayer? — Yes. 

27.296.  You  said  it  was  not? — I said  I would  not 
like  to  give  an  unqualified  assent  to  that. 

27,29/ . Could  you  give  me  any  instance? — Yes,  I 
would  take  this  case:  suppose  a man  has  an  income 
from  an  estate  of  £5,000  a year,  and  suppose  he  is  a 
spendthrift,  an  extravagant  person  who  spends 
£20,000.  He  is  taxed  for  the  time  being  on  £5;000, 
and  then  of  course  there  comes  the  crash,  and  he  has 
to  make  some  arrangement  with  his  creditors,  and 
perhaps  under  that  arrangement  he  now  only  re- 
ceives £1,000  a year ; the  other  £4,000  is  applied 
towards  paying  off  his  creditors.  He  never  receives, 
perhaps,  any  more  than  the  £1,000,  but  he  is  still 
liable  to  pay  tax  on  the  £5,000  because  he  is  (not 
voluntarily  but  compulsorily)  having  to  set  aside 
£4,000  to  pay  off  his  creditors. 

27.298.  Would  you  apply  that  rule  to  income 
which  a man  does  not  receive  and  from  which  he  has 
derived  no  benefit? — I find  it  rather  difficult  to  give 
a general  answer  to  that,  because  I can  see  all  sorts 
of  difficult  cases  about  settlements  and  life  tenants, 
and  so  on,  behind  that,  and  I would  rather  see  it  on 
a concrete  case  if  I might. 

27.299.  In  the  particular  case  which  I submitted 
to  you  before  you  admitted  the  hardship  of  the  case  ? 
There  may  be  a hardship  in  an  individual  case,  yes. 

27.300.  There  may  be  hardship  in  paying  Income 
Tax  and  Super-tax  on  income  which  you  do  not  re- 
ceive, from  which  you  derive  no  benefit? — I quite 
agree  there  may  be  hard  cases. 

27.301.  There  are  hard  cases  which  should  be  reme- 
died if  we  are  considering  the  question  de  novo? — I 
certainly  think  there  are  cases  in  which,  if  the  quest- 
ion were  being  considered  de  novo  they  might  be 
treated  somewhat  differently. 

27.302.  So  that  a man  in  the  position  I put  to  you 
who  is  taxed  on  income  which  he  does  not  receive, 
and  from  which  he  derives  no  benefit — 

27.303.  Dr.  Stamp:  An  indirect  benefit? — No,, 

direct  benefit. 

27.304.  Sir  W.  Trower:  Direct  or  indirect  benefit? 
— There  may  be  such  a case,  but  I would  not  like  to 
assent  too  generally.  I really  prefer  to  know  what 
the  particular  case  is  before  answering  on  it,  because 
there  are  such  varieties  of  cases. 

27.305.  Then  it  comes  to  this,  does  it  not,  that  the 
Crown  may  tax  persons  upon  income  which  they  do 
not  receive  and  from  which  they  derive  no  benefit? — 
That  may  happen  as  regards  Income  Tax. 

27.306.  And  Super-tax? — Yes,  and  Super-tax — I 
would  not  assent  too  readily. 

27.307.  Dr.  Stamp : Is  not  it  in  the  words 
“ derives  no  benefit  ” that  the  catch  really  is?  A man 
would  have  no  momentary  benefit  but  he  may  be 
securing  his  position  by  a sinking  fund  or  something 
of  that  sort. 

27.308.  Sir  W.  Trower:  No  benefit  directly  or 
indirectly. 

27.309.  Dr.  Stamp:  I doubt  that. 

27.310.  Sir  W.  Trower:  I put  that;  that  is  my 
point. 

27.311.  Dr.  Stamp:  Would  not  it  be  the  case  that- 
in  most  instances  where  apparently  there  was  a hard- 
ship that  portion  that  was  being  taxed  that  he  was 
not  getting  hold  of  was  really  benefiting  him  in  some 
indirect  way? — I should  say  that  would  be  the  general 
case  that  in  some  indirect  way  a sum  was  being  put 
aside  to  pay  off  a debt,  or  something  of  that  kind. 

27.312.  Improving  the  property? — To  take  a case 
that  is  now  before  the  Courts,  I believe,  the  payment 
of  a Life  Assurance  premium ; ultimately  that  pro- 
duces a capital  sum  which  benefits  somebody  at  any 
rate. 

27.313.  Sir  W.  Trower:  You  will  recollect  the  case 
T put  to  you  of  the  Bishop.  He  could  not  possibly 
derive  any  benefit,  directly  or  indirectly? — Ngt  that- 
particular  Bishop.  There  I was  all  the  time  keeping 
in  mind  the  incidence  of  the  tax  over  a whole  series 
of  years  with  successive  Bishops ; I agree  sometimes 
an  individual  may  perhaps  appear  to  suffer  a hard- 
ship. 

27.314.  My  point  is  the  tenant  for  life  succeeds  his 
predecessor,"  who  has  done  something  really  to  his 
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detriment;  he  has  a deduction  from  his  stipend  for 
something  which  he  cannot  and  does  not  derive  any 
benefit  from,  but  probably  a loss? — I am  not  sure. 

27.315.  You  will  admit  that  a case  of  that  kind 
was  an  extreme  hardship?— Yes,  but  as  regards  the 
income  of  that  successor  for  Super-tax,  J am  not  at 
all  sure  that  he  might  not  be  able  to  claim  h deduction 
in  some  of  the  cases  under  the  existing  law. 

27 .316.  I can  only  tell  you  that  I have  tried  to 
get  it  in  one  case,  and  1 could  not  get  it. — I suggest 
that  that  was  a case  in  which  the  competent  authority, 
probably  the  Special  Commissioners,  felt  they  could 
hold  that  that  income  really  did  in  some  way  become 
the  income  of  the  tenant  for  life,  even  if  afterwards 
he  had  to  do  something  with  it. 

27.317.  I think  not. — I cannot  speak  about  a par- 
ticular case.  Any  hard  case  of  that  kind  should 
certainly  be  looked  into. 

27.318.  The  Commissioners  would  have  a right  to 
give  relief? — There  are  border-line  cases,  and  the 
question  is  always,  “what  is  this  man’s  income;  is 
it  what  I may  call  the  net  sum,  or  is  it  the  gross  sum, 
and  is  he  subject  to  pay  something  out  of  that  gross 
sum  which  may  not  be  an  annual  payment,  but  may 
be  instalments  of  a capital  payment?  ” 

27.319.  Sir  E.  Nott-Bower : On  the  subject  of  the 
graduation  of  rate,  I think  you  regard  that  increase 
in  the  abatement  contemplated  in  the  scale  which  was 
brought  before  us  yesterday  as  rather  a dangerous 
element,  do  vou  not;  I think  you  said  so  in  reply  to 
Dr.  Stamp?— Yes. 

27.320.  Could  not  the  necessity  for  that  be  avoided 
altogether  by  altering  the  scheme  somewhat.  I want 
to  know  what  you  think  of  the  practicability  of  work- 
ing a scale  like  this.  Let  us  take  the  Surveyors’ 
scale  submitted  yesterday,  as  it  stands,  up  to  £500. 
Then  I suggest  that  you  should  bring  the  6s.  rate 
into  play  at  once  without  that  intervening  5s.  scale. 
I am  going  to  stop  at  £1500  for  the  present. 
Suppose  all  the  difference  in  income  between  £500 
and  £1500  is  charged  at  6s.,  that  scale  would  approxi- 
mate, I believe,  rather  more  closely  to  the  existing 
scale  of  graduation  than  that  the  Surveyors  have 
given.  It  is  evident  that,  if  the  country  is  to  pay  its 
way,  whatever  Income  Tax  we  impose  has  got  to  raise 
an  amount  not  less  than  the  amount  at  present  pro- 
duced ? — Certainly. 

27.321.  Would  there  be  any  practical  difficulty 
about  working  that  scale  ? I will  tell  you  what  would 
aappen  with  regard  to  that  scale  roughly : the  scale 
as  contemplated  by  the  Tax  Surveyors’  Association 
did  coincide  in  effective  rate  with  the  present  scales 
at  £500,  at  £1,000,  and  at  £1,500? — Yes,  I believe  that 
is  so. 

27.322.  That  is,  they  coincide  with  the  present  scale 
just  at  the  points  where  the  present  scale  is  going 
to  make  a big  jump? — Yes. 

27.323.  Therefore  it  follows  that  the  general  effect 
of  that  scale  would  be  to  produce  less  revenue? — Yes. 

27.324.  Would  it  not  be  more  reasonable  even  in 
considering  the  scale  by  way  of  illustration  to  have 
regard  to  some  scale  which,  instead  of  coinciding  with 
the  present  scale  just  at  the  point  where  the  present 
scale  is  less  effective,  coincides  with  the  mean  of  the 
present  scale? — With  the  middle  point. 

27.325.  I think  if  you  were  to  begin  your  6s.  rate 
on  the  excess  over  £500  without  that  intervening  5s. 
rate,  which  necessarily  complicates  it  altogether.  I 
think  you  will  find  that  you  get  a scale  up  to  £1,500 
which  would  approximate  very  closely  to  the  yield  of 
the  present  scale? — Yes. 

27.326.  It  would  have  the  advantage  that  that  large 
abatement  would  not1  have  to  be  given  at  all ; there 
would  be  no  abatements  necessary.  I am  supposing 
now  a continuous  scale  on  the  Super-tax  method? — 
Yes. 

27.327.  The  man  with  an  income  of  £1,000  would 
he  exempt  on  £140? — Yes. 

27.328.  He  would  pay  at  a lower  rate  between 
£140  and  £500,  but  from  £500  on  he  would  pay  6s. 
He  has  got  his  abatement;  he  has  got  the  equivalent. 
If  you  take  those  figures  over  £950  really  the  effective 
abatement  that  the  man  would  get  under  the  scale 
I suggest  now  would  not  be  £375,  but  £300;  it  would 
he  1,800  shillings? — £90  of  tax.  ' 


27.329.  Never  mind  about  checking  the  figures;  1 
am  merely  asking  whether  there  would  be  any 
practical  difficulty  in  working  the  scale.  It  seems  to 
me  that  that  is  simpler  than  any  other  suggestion. 

27.330.  Dr.  Stamp : It  is  a combination  of  abate- 
ment and  slice;  there  are  two  slices  and  one  abate- 
ment. 

27.331.  Sir  E.  Nott-Bower : Yes,  and  I believe  that 
the  practical  Surveyor  who  has  been  accustomed  to 
deal  with  Income  Tax  charged  at  the  source  iB  very 
suspicious,  I think  almost  unduly  suspicious,  of  pro- 
ceeding on  a slice  principle  at  all.  The  slice  principle 
to  his  mind  is  connected  with  a rate  varying  possibly 
at  every  £100  of  income? — Quite  so. 

27.332.  He  is  so  filled  with  horror  at  the  thought 
cf  that  that  any  suggestion  of  taxation  on  slice  is 
looked  upon  by  him  with  a large  amount  of  suspicion  ? 
— Clearly,  two  slices  are  much  easier  to  work  than 
20  slices. 

27.333.  You  know  the  Leicester  case? — Yes. 

27.334.  The  gentleman  with  £1,125  a year? — Yes. 

27.335.  Full  details  are  given  in  your  memorandum 
on  graduation  [see  Appendix  No.  71],  and  curiously 
enough  they  are  also  given  in  the  Surveyors’  memo- 
randum. If  you  applied  that  scale  to  the  Leicester 
man  whose  total  income  was  £1,125  could  anything 
be  more  simple?  You  would  have  to  charge  the  whole 
or  that  man’s  income  at  6s.  in  the  £ subject  only  to 
two  things,  first  of  all,  he  would  want  that  1,800 
shillings’  abatement,  and  then,  if  some  of  his  income 
was  earned  income,  if  differentiation  is  to  be  con- 
tinued, he  would  want  differentiation  in  respect  of  his 
earned  income.  The  difference  in  the  rate  of  tax 
between  earned  and  unearned  income  at  present  is 
about  9d.  in  the  £.  You  might  give  him  an  allowance 
of  9d.  in  the  £ on  his  earned  income,  but  he  would 
be  chargeable  really  at  6s.  on  all  his  income,  subject 
to  those  two  allowances.  I am  still  talking  about  the 
Leicester  case;  those  allowances  could  be  dealt  with 
and  deducted  at  once  from  the  direct  assessment 
which  falls  to  be  made  on  his  earned  income? — That 
would  be  the  procedure. 

27.336.  At  any  rate,  there  is  nothing  unworkable 
in  that? — No,  I do  not  suggest  there  is  anything 
unworkable  in  that. 

27.337.  And  it  would  get  rid  of  the  objectionable 
feature  of  overtly  giving  increased  abatement  to  the 
man  with  a high  income? — Yes;  it  makes  one  zone 
light  up  to  £1,500.  From  a practical  point  of  view 
the  larger  the  zone  the  easier  it  is  to  work.  If  a 
zone  of  that  size  can  give  a fair  graduation  the 
bigger  the-  zone  the  better. 

27.338.  I have  only  gone  to  £1,500  so  far.  I agree 
at  £1,500,  and  possibly  a little  more  you  are  getting 
into  difficulties  under  this.  The  graduation  is  flatten- 
ing out  too  much ; you  must  reinforce  the  graduation 
somewhere.  You  would  never  get  to  6s.  in  the  £ on 
an  income  of  £100,000  a year  simply  working  on  that 
principle. 

27.339.  Sir  J.  Earmood-Banner : This  is  very 

elaborate,  and  I am  bound  to  say  I find  some  diffi- 
culty in  following  it.  I was  going  to  ask  whether  we 
could  not  have  a paper  drawn  up  upon  this.  It  would 
be  simpler,  I think,  for  some  of  us  who  are  not  so  much 
in  the  way  of  it,  if  we  could  get  a document 
drawn  up. 

27.340.  Dr.  Stamp : A memorandum  on  this  parti- 
cular line? 

27.341.  Sir  J.  Earmood-Banner : Yes,  I should  be 
able  to  understand  it  better,  I am  bound  to  confess, 
personally? — Yes,  I will  do  that. 

27.342.  Sir  E.  Nott-Bower : I have  very  nearly 

finished.  Above  £1,500  there  are  two  ways  of  dealing 
with  the  matter.  You  can  reinforce  the  graduation 
there  by  commuting  your  Super-tax  at  £1,500,  which 
I think  would  be  perfectly  feasible,  especially  if  Sur- 
veyors were  made  Assessors  of  Super-tax,  which  I 
think  should  have  been  done  in  the  first  instance. 

T am  not  suggesting  that  the  hearing  of  appeals 
should  be  taken  from  the  Special  Commissioners  at 
all,  but  simply  the  formal  duty  of  making  the  assess- 
ments?— I agree;  the  examination  of  returns  and 
working  up  to  the  assessment. 
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27.343.  If  you  regard  this  scale  as  a scale  abso- 
lutely in  the  Super-tax  line,  the  natural  way  of  pro- 
ceeding would  be  to  say  when  you  want  to  reinforce 
the  graduation  to  let  the  graduation  take  2s.,  3s.  or 
whatever  you  want  in  order  to  attain  the  result. 
Immediately  you  get  above  6s.  in  the  £ the  tax  has 
got  to  be  obtained  by  a supplemental  assessment  which 
we  at  present  call  Super-tax  P — Yes. 

27.344.  And  another  way  of  getting  it  and  one 
which  you  think  rather  difficult  is  that  you  should 
lift  the  scale  of  graduation  to  a rate  which  would 
represent  6s.  in  the  £ over  the  whole  income  by  a 
gradual  withdrawal  of  the  1,800  shillings’  abatement  ? 
—Yes. 

27,346.  If  you  withdraw  the  whole  1,800  shillings’ 
abatement  the  mean  tax  is  6s.  in  the  £ ? — Yes. 

27.346.  At  present  that  point  is  reached  in  the  case 
of  unearned  income  at  £2,000? — Yes. 

27.347.  And  if  our  Income  Tax  scale  is  to  produce  a 
sum  corresponding  to  the  produce  of  the  present 
Income  Tax  it  is  necessary  that  the  effective  rate 
should  become  6s.  in  the  £ somewhere  in  the  neigh- 
bourhood of  £2,000? — Precisely. 

27.348.  I do  not  know  that  I should  very  much  care 
which  system  was  adopted,  but  I should  like  your 
opinion  just  on  the  practical  aspect  of  the  question. 
Would  there  be  any  grave  practical  difficulty  in  deal- 
ing with  the  matter  when  you  get  to  incomes  over 
£1,500  by  a gradual  withdrawal  of  the  1,800  shillings’ 
abatement,  very  much  on  the  same  lines  as  the  Sur- 
veyors’ suggestion  that  their  abatement  of  £375  should 
be  gradually  whittled  away  ? — The  chief  practical 
difficulty  is,  I think,  if  you  are  withdrawing  the 
abatement  gradually  you  have  to  know  almost  pre- 
cisely the  exact  income;  that  is,  I think,  the  root 
difficulty. 

27.349.  And  there  is  a slight  departure  from  the 
smoothness  of  the  curve  at  every  withdrawal?— That 
is  so.  There  are  a lot  of  very  little  jumps  instead 
of  one  or  two  big  ones. 

27.350.  In  that  way  you  could  get  a perfectly 
smooth  system  of  graduation? — Yes. 

27.351.  I think  the  Chairman  suggested  that  he 
would  like  to  have  a memorandum  put  in  on  that 
part? — Yes,  on  the  practicability;  I will  make  a note 
of  that. 

27.352.  Dr.  Stam-p:  In  the  memorandum,  would 
you  mind  putting  in  how  you  think  in  practice  you 
oould  deal  with  a case  like  this : a man’s  income  is, 
say,  £800,  consisting  entirely  of  £30  houses.  For 
£500  of  his  income  you  have  charge’  £30  houses  at 
the  lower  rate  and  allowed  an  abatement,  and  the 
rest  of  the  houses  distributed  in  different  parts  of  the 
country  charged  at  the  higher  rate.  The  Surveyor 
in  a district  where  one  of  the  lower  rated  houses  is 
has  to  reduce  the  assessment  £10 ; at  once  £10  of 
lower  rated  income  falls  to  be  allowed  somewhere 
else? — Quite. 

27.353.  How  is  that  Surveyor  to  know  where  to  send 
to  have  it  allowed,  and  suppose  it  is  found  that  all 
the  tenants  hav6  paid  their  tax  elsewhere,  is  the  man 
to  make  a claim? — You  would  like  me  to  put  that 
into  the  memorandum;  I see  the  difficulty. 

27.354.  Sir  E.  Nott-Bower:  In  your  memorandum 
on  the  phraseology  “ earned  and  unearned  ” [see 
Appendix  No.  55],"  I think  you  rather  depreciate  the 
feeling  that  is  excited  by  the  use  of  the  words 
“ unearned  income.”  May  I put  it  to  you  in  this 
way : supposing  you  have  a tradesman  who  has  saved 
up  £10,000,  and  then  retires  and  lives  on  the  interest 
on  his  savings.  He  wants  to  have  differential  treat- 
ment in  respect  of  that,  and  he  is  told  he  cannot 


have  it.  The  differential  treatment  is  only  given  to 
earned,  and  not  to  unearned.  Does  it  not  put  a very 
strong  point  on  his  grievance  that  he  is  not  to  have 
it  on  that  income  which  arises  from  savings  and  is 
marked  as  unearned,  and  would  it  not  rather  diminish 
his  acrimony  if  he  were  told,  “ you  cannot  have  it 
because  your  income  is  derived  from  property”?  I 
think  there  is  something  in  that. 

27.355.  With  regard  to  this  exemption  of  the 
Haberdashers’  Company  [ see  Appendix  No.  54], 
were  there  not  many  other  cases  of  exemptions  under 
private  Acts,  and  what  is  very  much  the  same  under 
local  Acts;  the  Haberdashers’  is  not  the  only  case? 

I think  it  iB  not  absolutely  the  only  case.  As  far  as 
I know,  there  are  not  very  many,  and  I do  not  think 
there  is  one  of  anything  like  the  magnitude  of  the 
Haberdashers’  case. 

27.356.  You  rather  propose  dealing  ad  hoc  with 
this  exemption,  I understand? — Yes.  Perhaps  in 
connection  with  the  general  revision  of  the  Act  I 
suggest  it  would  be  a matter  for  consideration, 
whether  some  clause  should  not  go  in  to  prevent  a 
private  Act  conferring  a prevention  from  taxation. 
If  Parliament  intends  it  to  be  conferred  it  perhaps 
ought  to  be  conferred  only  in  a public  Act.  I do  not 
know  that  it  ever  is  done  now  in  a private  Act,  but 
there  are  a certain  limited  number  of  cases,  I imagine, 
on  which  exemption  has  been  conferred  many  years 
ago.  On  that  point  there  is  a case  now  which  has 
already  gone  through  the  Divisional  Court  and  is 
coming  to  the  Court  of  Appeal,  in  which  the  question 
is  still  being  contested ; I do  not  know  what  the  final 
result  will  be. 

27.357.  Mr.  Eolland-Martin:  There  are  no  recent 
ones.  I suppose  there  are  very  few  indeed  after 
1750? — There  are  some  rather  more  recent  than  that. 
There  was  a case  reported,  Stewart  v.  The  Conser- 
vators of  the  River  Thames,  where  the  Thames 
Conservancy  were  held  to  have  a certain  exemption. 

27.358.  Sir  E.  Nott-Bower:  I think  that  was  a 
public  ActP — That  may  have  been  a public  Act,  but 
they  certainly  had  an  exemption  from  taxation  con- 
ferred by  an  Act  which  was  not  a taxing  Act.  There 
is  a case  now  before  the  Courts,  I think,  something  to 
do  with  tolls  of  a ferry,  but  I have  not  actually 
seen  the  case ; that  case,  I believe,  has  been  taken  to 
the  Court  of  Appeal.  In  the  Haberdashers’  case  the 
inequity  of  the  exemption  is  so  particularly  pro- 
nounced, because  not  only  do  the  Haberdashers’ 
Company  get  an  exemption  there,  but  the  exemption 
actually  extends  to  lessees  who  have  built  upon 
and  developed  the  land,  and  who,  of  course,  could 
never  have  been  intended  to  be  benefited  at  all. 

27.359.  Mr.  Eolland-Martin : What  has  been  the 
actual  effect  on  that  estate;  is  the  development  very, 
very  marked?— I do  not  know  the  extent  of  the 
development,  but  I believe  it  has  been  considerable, 
and  lessees  who  are  a trading  concern  are  obtaining 
an  exemption,  which  does  not  seem  right. 

27.360.  Would  there  not  be  any  case  of  compensa- 
tion?—I can  quite  see  that  that  point  would  be  raised, 
but  still  the  exemption  seems  to  me  to  be  so  wrong 
that  I should  hesitate  to  say  that  it  ought  to  be 
continued  even  if  the  question  of  compensation  did 
arise. 

27  361.  Sir  J.  Earmood-Banner : We  are  extremely 
obliged  to  you,  and  the  only  thing  we  can  say  is, 
that  we  are  sure  if  there  are  any  other  points  arising 
upon  which  we  wish  to  see  you  again  you  will  be 
glad  to  come  and  give  us  your  assistance  ?— Certainly , 
if  we  can  be  of  any  assistance  we  shall  be  only  too 
ready  to  do  so. 
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THIRTY-SEVENTH  DAY, 

Friday,  5tii  December,  1919. 


Present : 

Mr.  PRETYMAN  (in  the  Chair). 


Sir  E.  E.  NOTT-BOWER. 

Sir  J.  S.  HARMOOD-BANNER 
Sir  W.  TROWER. 

Mr.  HOLLAND-MARTIN. 

Mr.  ARMITAGE- SMITH. 

Mr.  WALKER  CLARK. 

Mr.  KERLY. 


Mrs.  KNOWLES. 

Mr.  McLINTOCK. 

Mr.  GEOFFREY  MARKS. 
Mr.  MAY. 

Dr.  STAMP. 

Mr.  TROTTER. 


Mr.  M.  C.  Fcrtado,  an  Assistant  Chief  Inspector  of  Taxes,  recalled  and  examined. 


The  witness  handed  in  the  following  statements  as 
his  evidence-in-chief : — 

No.  I.— THE  ALLOWANCE  IN  RESPECT  OF 
LIFE  ASSURANCE  PREMIUMS. 

27.362.  (1)  This  evidence  is  directed  to  a considera- 
tion of  the  allowance  in  respect  of  Life  Assurance 
premiums,  the  original  objects  of  that  allowance, 
whether  its  present  application  has  results  that  go 
beyond  the  original  objects,  and  whether  there  are 
grounds  for  considering  that  the  allowance  should  be 
abolished  or  limited. 

27.363.  (2)  A separate  note  of  the  history  of  this 
allowance  has  been  put  in  [see  Appendix  No.  7 (/)]. 
It  mil  he  seen  from  that  statement  that  the  allowance 
dates  from  1799,  but  was  limited  in  1806  to  incomes 
under  £150.  In  the  Act  of  1842,  the  provisions 
granting  the  allowance  were  not  re-enacted,  but  in 
1853  the  allowance  was  again  made,  without  reference 
to  the  extent  of  the  income  of  the  taxpayer,  except 
that  no  individual  could  obtain  an  allowance  in  excess 
of  one-sixth  of  his  income.  This  allowance  has  been 
continued,  with  certain  modifications,  to  the  present 
time. 

27.364.  (3)  It  will  also  he  seen  from  the  historical 
note,  in  which  reference  is  made  to  Mr.  Gladstone’s 
remark  in  re-introducing  the  allowance  in  1853,  that 
whilst  the  allowance  was  made  available  to  all  who 


chose  to  avail  themselves  of  it,  it  was  considered  that 
the  classes  who  were  in  the  habit  of  assuring  their 
lives  were  professional  men  and  persons  dependent  on 
their  exertions. 

27.365.  (4)  It  may  be  assumed  accordingly  that  the 
main  object  in  view  was,  in  considering  the  ability 
of  persons  with  little  or  no  capital  to  pay  Income 
Tax,  to  take  into  account  the  premiums  they  paid 
to  ensure  such  a provision  for  their  dependants  in 
the  event  of  their  deaths,  as  would  not,  in  the  great 
majority  of  cases,  be  made  otherwise  than  by  way 
of  Life  Assurance,  and  would  not,  in  any  case,  be 
certain  to  be  made  in  any  other  way. 

27.366.  (5)  If  the  assuring  classes  were  practioally 
confined  to  such  persons  in  1853,  it  is  certainly  not 
the  case  to-day,  and  with  Income  Tax  at  such  high 
rates  as  are  likely  to  obtain  for  a long  time  to  come, 
it  is  clear  that  Life  Assurance  must  become  a growing 
habit  among  classes  very  different  from  those  relieved 
by  Mr.  Gladstone,  if  only  for  the  purpose  of  avoiding 
Income  Tax  on  savings. 

27.367.  (6)  The  Estate  Duty  statistics  for  the  last 
four  years  for  which  the  details  are  available,  viz., 
the  four  years  ended  31st  March,  1915,  show  the 
following  distribution  of  policies  of  assurance  between 
estates  liable  to  duty  where  the  net  values  of  the 
estates  did  not  exceed,  and  did  exceed,  £10,000. 


Year  ended 

Estates  not  exceeding  £10,000 
net. 

Estates  exceeding  £10,000  net. 

Amounts  of 
policies  of 
insurance. 

Numbers  of 
Estates. 

Amounts  of 
policies  of 
insurance. 

Numbers  of 
Estates. 

£ 

£ 

£ 

£ 

31st  March,  1912  

6.009,710 

66,136 

4,232,615 

4,086 

„ „ 1913  

5,972,551 

66,786 

4.298,172 

4,002 

„ .,  1914  

6.148,880 

70,221 

5,264,351 

4,421 

„ „ 1915  

6,849,522 

71,339 

5,959.269 

4,400 

Rather  more  than  one-fifth  of  the  amount  , of  the 
allowances  in  respect  of  “ ordinary  ” Life  Assurance 
premiums  is  made  to  persons  whose  incomes  exceed 
£2,500. 

27.368.  (7)  It  has  been  pointed  out  hv  Mr.  "William 
Schooling  in  his  evidence  before  the  Royal  Commission 
that  at  present  a person  whose  income  exceeds  £2,500 
a year  obtains  an  advantage  from  Life  Assurance, 
not  only  from  the  allowance  of  the  premiums  (up  to  a 
limit  of  one-sixth  of  his  income)  from  his  Income 
Tax  assessment,  but  also  from  the  interest  earned 
on  the  premiums  not  being  subject  to  Super-tax.  He 
has  also  shown  that  this  additional  advantage  may 
be  very  great. 

27.369.  (8)  It  is  thought  that  it  will  be  agreed  that 
the  original  objects  to  which  the  allowance  made  in 


1853  was  directed  were  proper  objects,  and  that  broad 
considerations  may  well  be  held  to  support  the  allow- 
ance so  far  as  it  serves  those  objects.  Further,  it  is 
believed  that,  on  the  whole,  public  opinion  would  be 
found  to  be  strongly  in  support  of  the  allowance;  and 
that  is  an  additional  reason  why  the  Board  of  Inland 
Revenue  would  feel  disinclined  to  criticize  it  adversely, 
even  if  under  modern  conditions  it  transcended  the 
original  objects,  so  long  as  a reasonable  limitation 
were  imposed  to  prevent  them  from  being  overreached 
to  an  extent  so  unreasonable  as  to  create,  in  individual 
cases,  a condition  that  has  nothing  at  all  in  common 
with  the  original  objects. 

27,370.  (9)  It  is  believed  that  it  is  the  almost 
general  view  that  Life  Assurance,  among  those  classes 
who  cannot  otherwise  safeguard  their  families  in  the 
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Mr.  M.  C.  Furtado. 


[ Continued . 


event  of  early  death,  is  an  important  national  benefit. 
It  certainly  prevents  innumerable  cases  of  widows  and 
children  becoming  a charge  on  the  State  to  their  own 
great  disadvantage,  as  well  as  to  the  cost  of  other 
citizens.  On  this  ground  alone  it  deserves  every 
possible  encouragement;  and  it  is  not  surprising  that 
the  unique  national  results  of  Life  Assurance,  and  the 
method  by  which  it  is  ordinarily  provided  by  fixed 
annual  payments  maintained  throughout  a long  period 
of  years,  should  have  singled  out  Life  Assurance 
premiums,  even  from  amongst  certain  other  kinds  of 
expenditure  that  may  also  be  held  to  have  good 
national  results,  as  payments  suitable  to  take  into 
account  to  reduce  the  taxable  income  of  those  who 
pay  them. 

27.371.  ^10)  There  is  anothei  reason  that  makes  the 
allowance  very  suitable.  The  occasion  of  marriage  is 
probably  the  most  common  occasion  for  the  taking 
out  of  a first  life  policy,  as  far  as  “ ordinary  ” Life 
Assurance  business  is  concerned ; and  subsequent 
policies  are  taken  out  very  frequently  as  the  number 
of  children  increases.  It  seems  scarcely  possible, 
when  the  present  needs  of  revenue  are  considered, 
that  any  increase  in  the  family  allowances  for  Income 
Tax  purposes  will  extend  as  far  as  one  would  like  to 
see  them  extend  if  the  governing  conditions  were  less 
exacting ; but  the  Life  Assurance  allowance  may  fairly 
be  regarded  as  an  additional  factor  in  furthering  the 
object  of  graduating  the  rate  of  tax  by  reference  to 
family  responsibilities. 

27.372.  (11)  Encouragement  given  to  Life  Assurance 
in  the  scheme  of  an  Income  Tax  is  not  peculiar  to  the 
United  Kingdom.  It  is  commonly  found  in  the 
Income  Taxes  of  other  States,  although  the  form  of 
the  encouragement  varies.  For  example,  an  allowance 
in  respect  of  premiums  is  made  in  the  Income  Taxes 
of  the  Commonwealth  of  Australia,  New  South  Wales, 
Victoria,  Queensland,  Western  Australia,  New 
Zealand,  the  Union  of  South  Africa,  Southern 
Rhodesia,  British  India,  and  the  Straits  Settlements. 

In  Canada  no  allowance  in  respect  of  premiums  is 
made,  but  exemption  is  granted  on  the  incomes  of 
Life  Assurance  companies  except  as  regards  such 
amounts  as  are  credited  to  the  account  of  share- 
holders. In  the  United  States  of  America  there  is 
also  no  allowance  in  respect  of  premiums;  but  the 
method  of  assessment  of  Life  Assurance  companies  is 
such  as  to  produce  much  the  same  result  as  in  Canada. 
It  is  not  altogether  clear  whether  in  Canada  tax  is 
payable  on  the  excess  of  the  amount  received  on  the 
death  of  a policyholder  over  the  premiums  he  has 
paid;  but  in  the  United  States  it  is  clear  that  the 
excess  is  not  chargeable  if  the  proceeds  of  the  policy 
are  received  by  individual  beneficiaries,  or  the  estate 
of  the  deceased. 

In  South  Australia  there  is  no  allowance  in  respect 
of  premiums ; but  Life  Assurance  companies  are  taxed 
on  the  basis  of  distributable  surplus  (which  would 
ordinarily  be  less  than  the  investment  income  after 
deducting  the  expenses).  The  companies  are,  more- 
over, charged  at  one-lialf  of  the  ordinary  rate  of  tax. 
In  Tasmania  there  is  no  allowance  in  respect  of  pre- 
miums. Life  Assurance  companies  are  assessed  there 
on  20  per  cent,  of  the  premiums  received  in  the  State. 
In  Southern  Rhodesia,  in  addition  to  the  allowance 
in  respect  of  premiums,  the  income  of  Life  Assurance 
companies  is  exempted. 

27.373.  (12)  Although  allowances  and  exemptions  of 
the  kinds  mentioned  are  very  common  in  the  Income 
Tax  systems  of  other  States,  it  cannot  be  said  that 
the  allowances  are  often  on  a scale  so  generous  as  in 
the  United  Kingdom.  For  example,  in  the  cases  of 
the  Income  Taxes  of  the  Commonwealth  of  Australia, 
New  South  Wales,  Victoria,  Queensland,  Western 
Australia  and  New  Zealand,  the  limit  of  the  allowance 
is  £50,  although  there  is,  in  most  cases,  a further 
allowance,  up  to  a limit  of  £50  or  £100,  in  respect 
of  payments  to  superannuation  or  widows  and  orphan 
funds  or  Friendly  Societies.  In  the  Income  Tax  of 
the  Union  of  South  Africa  the  limit  of  the  allowance 
is  £25.  In  Southern  Rhodesia  it  is  £100.  In  British 
India  and  in  the  Straits  Settlements,  however,  the 
limit  is,  as  in  the  United  Kingdom,  one-sixth  of  the 
total  income. 


27.374.  (13)  It  would,  accordingly,  appear  that 
many  States  attempt  to  fix  a limit  to  the  allowance 
that  will  serve  to  prevent  a remission  of  Income  Tax 
where  it  might  tend  to  encourage  Life  Assurance 
mainly  for  the  sake  of  avoiding  tax,  and  to  grant  a 
remission  where  the  extent  of  assurance  does  not  pass 
the  limit  up  to  which  it  is  of  very  special  advantage 
to  the  State  to  encourage  it. 

27.375.  (14)  The  question  arises  whether  the  exist- 
ing limit  in  the  United  Kingdom  Income  Tax  is  a 
satisfactory  limit,  or  whether  it  extends  beyond  the 
point  up  to  which  it  is  of  very  special  advantage  to 
the  State  to  encourage  Life  Assurance  by  a remission 
of  Income  Tax  that  is  not  granted  in  respect  of  other 
forms  of  saving;  whether,  for  example,  if  a person, 
whose  income  is  £10,000  pays  £1,666  for  Life 
Assurance  premiums,  the  State  benefits  from  the 
particular  manner  in  which  he  invests  his  savings,  in 
any  special  way  that  justifies  relieving  £1,666  of  his 
income  of  £10,000  from  tax,  and  charging  the  interest 
that  accumulates  over  the  term  of  the  policy,  only  at 
the  same  rate  of  tax  as  if  his  income  did  not  exceed 
£2,500. 

27.376.  (15)  The  Board  of  Inland  Revenue  doubt 
very  greatly  whether  these  large  allowances  are 
justifiable,  and  whether  their  effect  is  not  to  create 
considerable  inequality  as  between  taxpayers  without 
adequate  grounds.  They  would  not  suggest  that  the 
limit  should  be  fixed  so  low  as  it  is  in  some  States ; on 
the  contrary,  they  consider  that  if  the  limit  were 
altered,  and  were  still  open  to  criticism,  it  would  be 
better  that  the  criticism  should  be  that  the  limit  is 
generous  than  that  it  is  mean.  They  doubt,  however, 
whether  any  satisfactory  reasons  could  be  found  to 
justify  an  allowance  in  excess  of  £250,  and  if  a 
reduction  of  the  limit  were  to  be  made,  that  is  the 
amount  that  they  would  be  inclined  to  suggest.  The 
amount  is  arbitrary,  as  any  such  limit  must  be,  but 
if  it  be  tested  by  reference  to  the  objects  that  it  is 
assumed  that  the  allowance  should  serve,  it  is  believed 
that  it  will  be  agreed  that  it  would  grant  sufficient 
relief  in  the  class  of  case  in  which  alone  encourage- 
ment of  Life  Assurance  at  the  expense  of  the  tax,  and 
consequently  of  other  taxpayers,  is  justifiable. 

27.377.  (16)  Passing  from  the  subject  of  the  limit 
of  the  amount  of  the  allowance,  an  important  ques- 
tion arises  in  connection  with  the  rates  of  tax  at 
which  the  allowances  are  made  in  the  case  of  persons 
liable  to  tax  at  rates  exceeding  3s.  in  the  £.  In  those 
cases,  if  the  assurances  were  made  on  or  before  the 
22nd  June  1916,  the  allowances  are  made  at  rates 
varying  from  3s.  9d.  to  6s.  in  the  £ ; whereas,  if 
they  were  made  after  that  date  the  yate  of  allowances 
is  restricted  to  3s.  in  the  £. 

27.378.  (17)  This  is  a source  of  great  inequality 
between  taxpayers  whose  financial  conditions  in  any 
year  of  assessment  may  be  identical.  It  is  difficult 
to  discover  any  relation  between  the  ability  to  pay 
tax  on  the  part  of  an  individual,  and  the  date  when 
he  assured  his  life.  In  the  long  run,  it  would  seem 
that  the  matter  must  develop  to  a great  extent  into 
a discrimination  of  ability  to  pay  tax,  by  reference  to 
the  ages  of  individual  taxpayers. 

27.379.  (18)  Tt  is  estimated  that  at  present  about 
one-seventh  of  the  amount  of  the  allowances,  where 
individuals  are  chargeable  at  rates  exceeding  3s.,  is 
allowed  at  the  rate  of  3s.  and  the  remaining  six- 
sevenths  at  rates  varying  from  3s.  9d.  to  6s.  in  the  £. 
It  is  not  suggested  that  the  limitation  of  the 
allowance  to  3s.,  which  was  the  highest  rate  that  had 
been  in  force  before  1916,  is  unreasonable,  but  that 
it  is  a matter  for  consideration  whether  allowances  at 
rates  exceeding  3s.  in  the  £ are  justifiable,  and 
especially  whether  the  inequality  arising  from  the 
existing  arrangement  ought  to  be  allowed  to  con- 
tinue. 

27.380.  (19)  It  is  estimated  that  the  saving  that 
would  be  effected,  by  limiting  the  maximum  rate  of 
tax  for  allowances  to  3s.  in  the  £ would  be  £925,000. 
and  that  the  saving  by  limiting  the  maximum  amount 
of  an  allowance  to  £250  would  be  £295,000,  if  the 
rates  of  tax  for  allowances  remained  as  at  present, 
or  £155,000  if  the  rate  of  tax  for  allowances  was 
limited  to  3s. 
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27,381  (20)  A suggestion  was  made  by  Mr.  William 
Schooling  (questions  1006  et  seq.)  that  instead  of  con- 
tinuing the  existing  allowance  in  respect  of  Life 
Assurance  premium^,  all  policyholders,  except  persons 
liable  to  Super-tax,  should  receive  a subsidy  from  the 
State  to  the  extent  of  15  per  cent,  of  the  premiums 
paid  by  them,  whether  they  are  Income  Tax  payers 
or  not.  The  difficulties  inherent  in  this  suggestion 
were  discussed  during  Mr.  Schooling’s  examination, 
and  the  Board  of  Inland  Revenue  assume  that  they 
will  not  be  expected  to  offer  evidence  on  the  propriety 
of  the  general  subsidizing  of  Life  Assurance  by  the 
State.  They  confine  themselves,  accordingly,  to 
stating  that,  considered  in  the  light  of  that  sug- 
gestion, the  matter  ceases  in  their  view  to  be  a 
problem  of  the  Income  Tax,  and  that  if  such  a oourse 
were  adopted,  it  could  scarcely  be  carried  out  by  the 
interception  of  the  Income  Tax  revenue. 

27.382.  (21)  A suggestion  was  made  by  Mr.  Parsons 
(question  1557)  that  the  allowance  for  Life  Assurance 
premiums  should  be  abolished.  It  would  not  appear 
that  the  evidence  received  by  the  Royal  Commission 
indicates,  as  a whole,  that  this  suggestion  would 
receive  wide  support.  As  previously  stated  in  this 
evidence,  the  Board  of  Inland  Revenue  believe  that 
public  opinion  is,  on  the  whole,  in  favour  of  the 
allowance  and  that  it  rests  on  sound  grounds. 

27.383.  (22)  Mr.  Ereaut  suggested  [questions 
4828-9]  that  the  limit  of  allowance  might  be  made 
one-tenth  of  the  total  income  instead  of  one-sixth. 
Any  limit  must  necessarily  be  arbitrary,  but  the 
restriction  of  excessive  allowances  would,  in  the  view 
of  the  Board,  be  better  met  by  restricting  the 
maximum  sum  allowable  in  any  individual  case  and 
the  rate  of  tax  at  which  the  allowance  is  made,  than 
by  a general  reduction  of  the  fractional  limit. 

27.384.  (23)  Sir  James  Martin  expressed  the  view 
(question  5952)  that  the  allowance  should  not  remain 
restricted  to  annual  premiums,  but  should  be  ex- 
tended to  single  premium  payments,  subject  to  the 
limit  of  one-sixth  of  the  income.  The  only  point  that 
it  is  desired  to  raise  in  that  connection  is  how  far  the 
justification  of  any  allowance  at  all  rests  on  the  idea 
of  granting  relief  to  persons  who  do  not  ordinarily 
come  into  possession  of  considerable  capital  sums,  but 
who  by  dint  of  continuous  saving,  over  a period  of 
years,  make  a provision  for  their  old  age  or  for  their 
dependants.  It  is  a matter  for  consideration,  for 
example,  whether,  if  the  question  of  making  an 
allowance  were  quite  new,  a distinction  would  not 
arise  between  the  ability  to  pay  tax  on  the  part  of 
a person  who  has  a considerable  sum  that  he  uses  as 
a single  premium  payment,  and  on  the  part  of 
another  who  enters  into  a contract  that  necessitates 
long  continued  self  denial ; and  whether,  instead  cf 
granting  an  allowance  for  a single  premium  payment, 
it  is  not 'desirable  to  fix  a minimum  period  of  years 
for  the  endurance  of  a policy  in  respect  of  which  an 
allowance  may  be  claimed. 

No.  II.— THE  LIABILITY  TO  INCOME  TAX  IN 
RESPECT  OF  PURCHASED  ANNUITIES. 

27.385.  (1)  It  has  been  represented  to  the  Royal 
Commission  by  certain  witnesses  that  the  existing 
basis  on  which  annuities  are  charged  to  Income  Tax 
is  unreasonable  and  gives  rise  to  hardship.  This 
matter  was  raised  in  particular  by  the  representative 
of  the  Associated  Scottish  Life  Offices,  whose  evidence 
on  the  point  was,  however,  confined  to  life  annuities. 

27.386.  (2)  Under  the  present  law  there  is  a specific 
charge  on  annuities,  and  no  provision  exists  for  grant- 
ing an  allowance  in  respect  of  the  wastage  of  any 
capital  expended  by  the  annuitant  in  acquiring  an 
annuity.  (Income  Tax  Act,  1918,  Sch.  D:  Rule 
1 (6.) 

27.387.  (3)  In  pursuance  of  the  Rules,  persons  who 
pay  annuities  deduct  Income  Tax  at  the  time  of  pay- 
ment, and  account  to  the  Revenue  for  the  tax  so 
deducted,  so  far  as  the  annuities  are  not  paid  out  of 
profits  already  taxed.  (Income  Tax  Act,  1918,  All 
Schedules,  Rules  19  & 21.) 

27.388.  (4)  The  method  r.f  charging  Income  Tax  on 
annuities  has  been  under  consideration  by  various 
Committees  from  time  to  time,  and  an  historical  note 


on  the  subject  has  already  been  furnished  by  the 
Board  of  Inland  Revenue  to  the  Royal  Commission, 
[i’ee  Appendix  No.  7 (j).]  That  note  supplies  the 
gist  of  the  arguments  that  have  been  adduced.  So 
far  as  the  Board  of  Inland  Revenue  are  aware  the 
same  arguments  on  both  sides  might  be  adduced  to- 
day except  that  the  argument  that  the  incidence  of 
the  tax  in  the  oase  of  existing  annuities  has  been  a 
matter  of  bargain  between  buyer  and  seller,  to  what- 
ever extent  it  may  have  been  true  in  1905  when  the 
Departmental  Committee  reported,  is  an  argument 
that  doubtless  requires  re-consideration  since  the 
passing  of  section  13  of  the  Finance  Act,  1915 
(reproduced  in  the  Income  Tax  Act,  1918,  as  Rule 
21  (3)  of  the  General  Rules  applicable  to  Schedules 
A,  B,  C,  D,  and  E).  That  section  provided  that  the 
amount  of  annuities  which  .an  assurance  company  may 
treat  as  having  been  paid  out  of  profits  or  gains 
brought  into  charge  to  tax,  shall  not  exceed  the 
amount  of  the  taxed  income  of  its  annuity  fund.  Any 
excess  of  tax  deducted  by  a company  from  annuitants 
over  the  tax  on  that  amount  is  now  payable  by  the 
company  to  the  Crown.  Subject  to  any  difference  in 
this  respect,  however,  it  may  be  said  that  if  there 
has  been  a hardship  throughout,  the  nature  of  the 
hardship  has  not  changed,  but  its  measure  has  been 
increased  by  the  recent  high  rate  of  tax. 

27.389.  (5)  It  is  submitted  that  there  is  no  hardship 
in  requiring  an  annuitant  to  pay  tax  on  the  whole  of 
an  annuity  for  which  he  has  made  no  outlay  of 
capital;  and  that  accordingly,  no  alteration  of  the 
present  law  is  necessary  as  regards  annuities  that 
were  not  acquired  by  purchase.  Moreover,  in  many 
cases,  such  annuities  are  paid  out  of  the  taxed  in- 
comes of  estates  held  in  trust,  and  are  mere  appropri- 
ations of  the  incomes  of  the  estates. 

27.390.  (6)  It  is  considered,  therefore,  that  the  need 
for  consideration  arises  only  in  the  case  of  purchased 
annuities.  Even  in  that  case,  it  does  not  always 
happen  that  the  outlay  has  been  made  by  the  annui- 
tant. but  it  would  probably  be  impossible  effectively 
to  distinguish  such  cases  in  practice,  if  it  were  de- 
cided that  an  allowance  in  respect  of  purchased 
annuities  should  be  granted. 

27.391.  (7)  Purchased  annuities  may  endure  for 
certain  periods,  or  for  uncertain  periods,  as  in  the 
case  of  life  annuities.  It  does  not  appear  that  any 
argument  that  can  be  adduced  in  support  of  an  allow- 
ance in  respect  of  the  exhaustion  of  the  purchase 
price  of  a life  annuity  will  not  apply  with  at  least 
equal  force  to  the  oase  of  an  annuity  certain.  From 
some  points  of  view  the  claim  in  the  case  of  an 
annuity  certain  is  stronger,  inasmuch  as,  at  the  time 
of  purchase,  the  annuitant  will  not  only  be  more  able, 
but  also  more  inclined  to  distinguish  the  interest 
element  from  the  capital  element.  The  investment 
aspect  of  his  purchase  and  the  return  on  his  capital 
must  necessarily  be  in  his  mind ; whereas  the  pur- 
chaser of  a life  annuity  is  generally  very  little  able 
or  inclined  to  estimate  the  value  of  his  purchase  as 
an  investment  and  is  satisfied  to  feel  that  he  has 
provided  himself  with  an  income  for  life. 

27.392.  (8)  A remedy  has,  of  course,  always  been  in 
the  hands  of  those  who  purchase  or  sell  annuities 
certain.  It  is  clear  that  instead  of  purchasing  an 
annuity  certain  a person  can  agree  to  lend  a sum 
which  shall  be  repaid  in  instalments  of  capital  and 
interest  on  capital  remaining  unrepaid,  so  that  the 
total  of  the  capital  and  interest  repaid  each  year  shall 
be  a fixed  annual  amount  in  accordance  with  a pre- 
arranged schedule.  This  is  clearly  a loan  transaction, 
and  only  the  interest  is  taxable.  That  this  course  is 
not  more  frequently  taken  is  doubtless  due  to  the 
greater  simplicity  of  the  annuity,  and  probably  to 
some  extent  to  the  fact  that  the  seller  has  to  make 
a profit,  and  the  schedule  of  repayment  is  bound  to 
reflect  that  fact  by  a display  either  of  a shortage  of 
capital  repaid  or  of  a rate  of  interest  that  migh  j 
hamper  the  business.  There  remains  the  fact,  how- 
ever, that  if  the  question  of  making  an  allowance  in 
the  oase  of  purchased  annuities  were  to  turn  rathei 
on  the  strength  of  the  case  of  annuities  certanji  than 
on  that  of  life  annuities,  an  alternative  exists  to  the 
annuity  certain  that  would  effect  relief  without  a 
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change  in  the  law.  For  this  reason  it  is  considered 
that  the  consideration  might  well  proceed  as  if  it 
concerned  only  life  annuities. 

27.393.  (9)  The  Royal  Commission  have  already  had 
under  consideration  the  general  question  of  an  allow- 
ance in  respect  of  wasting  assets.  The  Board  of 
Inland  Revenue  consider  that  although  the  granting 
of  relief  in  respect  of  certain  wasting  assets  would 
not  necessarily  involve  the  extension  of  similar  relief 
to  life  annuities,  if  relief  were  not  granted  in  respect 
of  the  exhaustion  of  assets  engaged  in  production  it 
could  not  well  be  granted  in  respect  of  the  exhaus- 
tion of  assets  not  engaged  in  production. 

27.394.  (10)  It  is  believed  that  the  common  method 
of  regarding  an  annuity  as  if  the  annuitant  has  an 
invested  capital  sum,  part  of  which  he  is  continually 
spending,  together  with  a dwindling  interest  on  the 
invested  remainder,  tends  to  obscure  the  real  nature 
of  an  annuity.  An  annuitant  is  not  in  the  same 
position  as  a person  who  has  a deposit  in  a bank,  on 
which  and  on  the  interest  of  which  he  lives  by  draw- 
ing a fixed  amount  yearly.  The  annuitant  parts  with 
his  capital  in  return  for  a right  to  a regular  income, 
i.e.,  a right  to  receive  a fixed  sum  at  the  end  of  each 
of  a certain  or  uncertain  number  of  equal  periods. 
Ignoring  the  question  of  the  profit  and  expenses  of 
the  seller  of  the  right,  the  purchase  price  of  the  right 
is,  in  fact,  the  total  of  the  present  values  at  the  time 
of  purchase  of  each  such  fixed  sum  at  the  time  when 
its  payment  will  become  due.  Each  periodical  pay- 
ment has  its  present  value  or  its  own  purchase  price 
as  a constituent  of  the  total  purchase  price  of  the 
annuity.  The  adoption  of  this  view,  which  it  is  sug- 
gested is  the  only  view  that  accords  with  the  nature  of 
the  transaction,  would  reduce  ihe  matter  to  a con- 
sideration of  whether  the  principle  is  or  is  not  right, 
that  a person  who  in  the  year  1 pays  £X  for  a right 
in  the  year  10  will  provide  him  with  an  income  of 
£ 1 ' should  be  charged  to  Income  Tax  on  £Y  or  on 

£Y — £X. 

27.395.  (11)  If  it  were  merely  a question  of  profit 
and  loss,  one  would  certainly  say  that  the  charge  must 
be  on  (£Y — £X).  One  is  not,  however,  dealing  with 
a question  simply  of  profit  and  loss,  but  with  a 
question  of  income  and  Income  Tax ; and  what  is  a 
simple  question  from  the  profit  and  loss  point  of  view, 
becomes  more  difficult  from  a point  of  view  that  in- 
volves the  idea  of  charging  a tax  by  regard  to  ability 
to  pay. 

27.396.  (12)  As  a question  of  profit  and  loss  there 
is  no  difference  between  A,  who  purchases  an  annuity 
contract  under  which  for  an  immediate  payment  of 
£X  he  obtains  a right  to  receive  £Y  at  a later  date, 
and  B who  pays  £X  for  a contract  giving  him  the 
right  to  work  a nitrate  field  from  which  he  will  re- 
ceive £Y  at  a later  date.  It  seems  clear,  therefore, 
that  if  the  question  is  to  be  considered  merely  as  one 
of  profit  and  loss,  there  is  no  reason  why  A should 
receive  an  allowance  if  B does  not,  and  equally  he 
should  receive  an  allowance  if  B receives  one. 

27.397.  (13)  But  when  one  leaves  the  simple  ques- 
tion of  profit  and  loss  a certain  difference  appears 
between  the  positions  of  A and  B.  B has  used  his 
capital  productively,  and  that  fact  affords  some 
expectation  that  he  intends  to  conserve  it  and  to  con- 
tinue to  use  it  productively.  In  any  case  any  allow- 
ance granted  may  be  made  contingent  on  his  con- 
serving the  capital.  In  that  case  the  necessity  of 
conserving  his  capital  must  affect  his  ability  to  pay 
tax.  A,  who  has  purchased  the  right  to  an  annuity, 
especially  if  it  be  a life  annuity,  has  raised  every 
presumption  that  he  does  not  intend  to  conserve  his 
capital,  and  in  that  case  his  ability  to  pay  tax  is  not 
affected. 

27.398.  (14)  It  is  suggested  accordingly,  that  if  the 
governing  consideration  is  to  be  that  of  profit  and 
loss,  an  allowance  ought  to  be  made  in  respect  of 
purchased  annuities,  if  an  allowance  is  made  in 
respect  of  wasting  assets  used  in  production ; but 
that  if  it  be  considered  that  the  governing  consider- 
ation should  be  ability  to  pay  tax  there  are  grounds 
on  which  the  case  of  purchased  annuities  is  capable 
of  being  distinguished,  especially  if  it  be  intended 
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that  any  allowance  in  respect  of  wasting  assets  used 
in  production  should  be  made  contingent  on  a provi- 
sion to  replace  the  capital  being  made  by  the  trader. 

27.399.  (15)  Whilst  it  is  suggested  that  the  effort 
to  replace  the  capital  affects  ability  to  pay  tax,  it  is 
not  suggested  that  any  discrimination  should  be  made 
against  annuities  on  the  wider  ground  that  the 
dissipation  of  capital  should  not  be  encouraged.  It 
is  suggested  that  that  is  not  a consideration  to  which 
weight  ought  to  be  attached  in  the  case  of  life 
annuities  in  view  of  the  fact  that  they  are  ordinarily 
purchased  by  savings  accumulated  with  the  special 
object  of  forming  a provision  for  old  age.  On  the 
contrary,  it  may  be  considered  that  this  fact  ought 
also  to  be  taken  into  account  to  prevent  too  great 
weight  being  attached  to  the  question  of  ability  to 
pay,  especially  when  it  is  remembered  that  in  very 
many  cases  the  savings  that  have  provided  the  pur- 
chase price  of  the  annuity  have  borne  tax  in  earlier 
years  as  part  of  previous  income  of  the  purchaser. 
It  is  sometimes  represented  as,  and  is  without  doubt, 
a hardship  that  a person  should  pay  tax  on  the 
portion  of  his  income  that  he  saves  to  provide  for  his 
old  age,  and  that  if  he  uses  his  savings  to  purchase 
an  annuity  he  should  be  required  to  pay  tax  on  them 
again  when  they  are  returned  to  him  as  a part  of  his 
annuity. 

27.400.  (16)  For  these  reasons,  and  although  it  is 
considered  that  the  case  of  annuities  is  distinguish- 
able from  that  of  wasting  assets  used  in  production, 
the  Board  of  Inland  Revenue  are  disinclined  to  urge 
that  the  balance  of  argument  is  against  making  any 
allowance  in  respect  of  purchased  annuities,  if  it  be 
decided  that  other  wasting  assets  should  receive  an 
allowance. 

27.401.  (17)  If  an  allowance  were  to  be  made  the 
method  of  making  it  presents  a difficulty  in  the  case 
of  a life  annuity.  In  the  case  of  an  annuity  certain 
there  should  be  but  little  difficulty.  In  almost  all 
cases  they  are  paid  by  companies  that  can  certify 
the  amount  of  interest  included  in  a payment.  In 
the  case  of  life  annuities,  it  is  obvious  that  in  some 
cases  the  total  amount  received  by  the  annuitant 
does  not  equal  the  purchase  price,  and  in  others  the 
excess  received  by  the  annuitant  beyond  the  purchase 
price  may  represent  in  the  aggregate  a high  rate  of 
interest. 

27.402.  (18)  The  prices  paid  for  life  annuities 
depend  of  course  on  average  considerations.  In  effect, 
a number  of  annuitants  provide  a common  fund  which 
is  invested,  and  their  annuities  are  drawn  from  the 
capital  and  interest  of  the  fund.  Each  annuitant 
secures  peace  of  mind  by  a system  of  co-operation 
that  enables  him  to  purchase  an  annuity  that  will 
endure  for  whatever  time  he  may  live,  on  the  same 
basis  as  if  he  were  sure  that  his  lifetime  would  be 
average.  He  purchases  on  the  basis  of  an  hypothesis, 
and  it  would  not  be  unreasonable  if  in  the  interest 
of  simplicity  and  in  the  absence  of  any  satisfactory 
alternative,  he  were  charged  to  tax  on  the  basis  of 
an  hypothesis. 

27.403.  (19)  The  representative  of  the  Associated 
Scottish  Life  Offices  suggested,  in  his  evidence  before 
the  Royal  Commission,  a hypothetic  basis  for 
charging  life  annuities.  The  Board  of  Inland 
Revenue  consider  that,  if  an  allowance  were  made, 
the  basis  suggested  by  him  has  much  to  recommend 
it.  His  suggestion  was  that  an  annuitant  should  be 
charged  annually  on  5 per  cent,  of  the  purchase 
price  of  the  annuity.  This  would  not  only  be  simple, 
but  the  hypothesis,  that  an  annuitant  should  pay 
the  same  tax  during  his  lifetime  as  he  would  have 
paid  if  he  had  preserved  the  capital  intact  and  in- 
vested, pays  some  regard  to  the  objection  that  the 
Revenue  is  prejudiced  by  granting  allowances  for 
wasting  assets  if  steps  are  not  taken  to  replace  the 
capital,  but  at  the  same  time  it  would  form  the  basis 
of  substantial  relief. 

It  is  necessary  to  bear  in  mind  that  many  annuity 
contracts  are  for  deferred  annuities,  and  the  purchase 
prices  are  paid  either  as  a lump  sum  or  by  way  of 
annual  premiums  during  the  period  of  deferment.  In 
such  cases  it  is  assumed  that  ‘ purchase  price”  for 
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the  purposes  of  the  suggestion  means  the  amount  that 
would  have  been  the  purchase  price  if  the  annuity 
had  been  immediate  and  had  been  purchased  at  the 
time  when  it  commenced  to  be  paid. 

27.404.  (20)  It  is  estimated  that  the  cost  of  grant- 
ing relief  in  the  case  of  purchased  annuities  in  the 
manner  suggested  would  be  £280,000. 

No.  III.— THE  LIABILITY  TO  INCOME  TAX  OF 
LIFE  ASSURANCE  COMPANIES. 

27.405.  (1)  The  evidence  that  has  been  given  by 
previous  witnesses  on  behalf  of  the  Life  Othces  has 
been  directed  to  draw  attention  to  (a)  the  two  alter- 
native bases  on  which  Life  Assurance  companies  are 
assessable,  and  ( b ) the  fact  that  tax  is  charged  on  the 
amounts  assessed  at  the  full  normal  rate  of  tax,  with- 
out regard  to  the  amounts  of  the  total  incomes  of 
policyholders  individually,  or  of  the  average  income 
of  policyholders  generally. 

27.406.  (2)  The  present  evidence  is  directed  to  a 
consideration  of  these  two  matters,  and  to  the  sub- 
mission of  a proposal  in  regard  to  a separate  matter 
concerned  with  interest  received  by  Life  Assurance 
companies  in  respect  of  loans  on  life  policies,  personal 
security  or  reversions. 

(I.) — The  two  alter  native  bases  of  assessment. 

27.407.  (3)  It  has  been  suggested  by  the  Life 
Offices  that  the  two  alternative  bases  should  be  re- 
considered with- a view  to  a decision  as  to  which  is 
the  more  suitable.  Further,  that  whichever  basis  is 
held  to  be  the  more  suitable,  the  option  on  the  part 
of  the  Inland  Revenue  to  adopt  the  other  alternative 
basis  should  be  withdrawn. 

27.408.  (4)  I am  putting  in  an  historical  note  on 
the  Income  Tax  treatment  of  Life  Assurance  com- 
panies [see  Appendix  No.  7 (3).]  It  will  be  gathered 
from  that  note  that  the  result  of  the  existing  method 
is  that  a company  is  required  to  pay  tax  on  its  invest- 
ment income  less  its  expenses  of  management  (includ- 
ing commissions),  or  on  its  “ profits  ” arrived  at 
under  the  rules  of  Case  I of  Schedule  D,  whichever 
is  the  greater. 

27.409.  (5)  These  alternative  bases  of  assessment 
are  not  peculiar  to  Life  Assurance  companies.  Until 
1915  any  person  whose  business  consisted  partly  of 
making  investments  was  chargeable  to  Income  Tax 
on  his  gross  investment  income  or  on  his  profits, 
whichever  happened  to  be  the  greater.  In  1915,  how- 
ever, a relaxation  was  made  in  the  cases  of  Life 
Assurance  businesses,  investment  companies  and 
savings  banks,  by  which  the  management  expenses  can 
be  deducted  from  the  investment  income  before 
the  comparison  is  made  with  the  profits  to  see  which 
is  the  greater.  (Finance  Act,  1915,  section  14  (In- 
come Tax  1918,  section  33).) 

27.410.  (6)  The  expenses  to  be  deducted  from  the 
investment  income  before  making  this  comparison 
are  the  net  expenses  that  is  to  say,  the  gross  expenses 
less  untaxed  receipts.  For  example,  in  the  case  of 
Life  Assurance  business  the  deduction  is  the  excess 
of  the  gross  expenses  over  the  amount  of  any  fines, 
fees,  or  profits  arising  from  reversions;  and  in  the 
case  of  an  investment  company  the  deduction  is  the 
excess  of  the  gross  expenses  over  the  amount  of 
any  income  or  profits  derived  from  sources  not  charged 
to  tax. 

27.411.  (7)  It  is  clear  that  if,  in  the  case  of  an 
investment  company,  one  takes  the  investment  income, 
and  deducts  from  it  these  net  expenses  one  arrives  at 
a result  which  is  the  excess  of  all  the  income  over  the 
expenditure  and  is,  in  fact,  in  the  case  of  such  a 
company,  the  actual  profit  of  the  concern. 

27.412.  (8)  In  this  way,  apart  from  differences  that 
arise  from  the  fact  that  if  the  basis  of  profits  is  the 
alternative  basis  adopted  for  the  assessment,  an 
average  of  years  is  taken,  whilst  if  the  basis  of  invest- 
ment income  less  expenses  is  adopted,  an  average  is 
not  taken,  the  two  alternative  bases  produce  the  same 
result  in  the  case  of  an  investment  company. 

27.413.  (9)  It  is  not  so,  however,  in  the  case  of  a 
Life  Assurance  company.  In  the  case  of  “ ordinary  ” 
Life  Assurance  (as  distinguished  from  “ industrial  ” 
Life  Assurance,  where  the  policies  are  small,  and  the 
premiums  are  collected  at  short  intervals),  it  is 
generally  found  that  the  investment  income,  less 
expenses,  is  considerably  greater  than  the  “ profits,” 


whilst  in  the  case  of  “ industrial  ” Life  Assurance 
the  “ profits  ” are  practically  always  greater  than 
the  investment  income  less  the  expenses — indeed  the 
expenses  almost  always  exceed  the  investment  income. 

27.414.  (10)  In  order  to  understand  how  this  arises 
it  is  necessary  to  consider  the  special  nature  of  Life 
Assurance  business,  and  the  elements  that  go  to  make 
up  the  so-called  “ profits  ” of  Life  Assurance  com- 
panies. 

27.415.  (11)  The  special  nature  of  Life  Assurance 
business,  so  far  as  its  examination  is  germane  to  the 
subject  matter  of  this  evidence,  and  the  elements  com- 
prised in  the  so-called  “ profits,”  are  dealt  with,  for 
convenience,  in  a separate  statement,  printed  as  an 
Annexe.  The  following  paragraphs  are  intended  to 
summarize  the  conclusions,  the  grounds  of  which  I 
have  endeavoured  to  explain  in  that  statement. 

27.416.  (12)  The  essence  of  the  business  by  which 
income  is  earned  in  the  case  of  a Life  Assurance  com- 
pany is  the  business  of  investment,  just  as  it  is  in  the 
case  of  an  investment  oompany. 

27.417.  (13)  The  measure  of  the  profit  is  the  excess 
of  the  investment  income  over  the  expenses  of  con- 
ducting the  concern,  just  as  in  the  case  of  an  invest- 
ment company. 

27.418.  (14)  The  excess  of  the  investment  income 
over  the  expenses  is  eventually  received  by  the  policy- 
holders, except  so  far  as,  in  the  case  of  a proprietary 
company,  a portion  is  retained  by  the  proprietary 
body. 

27.419.  (15)  It  is  clearly  in  accord  with  the  con- 
ception of  an  Income  Tax  that  persons  who  receive, 
directly  or  indirectly,  interest  derived  from  the  in- 
vestment of  sums  provided  by  them  should  be  taxed 
in  respect  of  such  interest. 

27.420.  (16)  Where  Life  Assurance  business  is 
carried  on  by  a proprietary  company,  and  the  pro- 
prietary body  retains  an  amount  greater  than  the 
investment  income  less  the  expenses  of  management, 
the  excess  is  derived  from  premiums  received  from 
policyholders.  It  is  income  to  the  proprietary  body, 
and  is  properly  chargeable  to  tax. 

27.421.  (17)  Accordingly,  where  the  investment 
income  less  the  expenses  exceeds  the  amount  retained 
by  the  proprietary  body  (if  any),  it  is  essentially  the 
proper  measure  of  the  amount  taxable;  and  where 
the  amount  retained  by  a proprietary  body  exceeds 
the  investment  income,  less  the  expenses,  that  amount 
is  essentially  the  proper  measure  of  the  amount  tax- 
able. 

27.422.  (18)  Profits  arising  from  reversions  are 
essentially  part  of  the  investment  income. 

27.423.  (19)  Income  derived  from  fines  and  fees  is 
additional  to  the  income  derived  from  the  invest- 
ments, and  should  be  included  in  the  charge. 

27.424.  (20)  Profits  derived  from  selling  annuities 
are  also  additional  to  the  income  derived  from  the 
investments,  and  should  also  be  included  in  the 
charge.  Although  such  profits  may  be  regarded  as 
being  derived  from  a portion  of  the  investment  in- 
come of  the  annuity  fund,  the  company  and  lifo 
policyholders  suffer  no  part  of  the  tax  on  that  invest- 
ment income,  since  it  is  all  recovered  by  deduction 
from  the  annuities  paid ; but  they  receive  the  profits 
on  selling  the  annuities  and  should  be  taxed  in  respect 
of  those  profits. 

27.425.  (21)  The  so-called  “profits”  of  a Life 
Assurance  company,  i.e.,  the  increase  in  the  surplus 
between  two  valuations,  is  not  in  itself  a suitable  or 
reasonable  basis  of  assessment,  either  as  a sole  basis, 
or  as  an  alternative  basis.  The  “ profits  ” exclude  a 
portion  of  the  investment  income,  which  is  a proper 
subject  of  charge,  and  include  a portion  of  the  pre- 
miums, which,  as  far  as  they  are  returned  to  policy- 
holders, are  not  a fit  subject  of  charge. 

27.426.  (22)  The  option  of  charging  the  investment 
income  less  the  expenses,  or  the  so-called  “ profits, 
whichever  is  the  greater,  is,  accordingly,  not  reason- 
able, and  should  be  replaced  by  an  option  of  charging 
the  investment  income  less  the  expenses  or  the  amount 
retained  by  the  proprietary  body,  if  any,  whichever 
is  the  greater. 

27.427.  (23)  To  combine,  as  is  done  at  present,  the 
assessments  on  the  “ ordinary  ” and  “ industrial 
branches  of  a company  carrying  on  both  classes  ol 
business  is  not  a reasonable  or  sound  basis.  It  results 
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in  the  “ ordinary  ” policyholders  escaping  tax  on 
part  of  the  interest  they  receive  from  the  investment 
of  their  premiums,  by  reason  of  the  heavy  expenses  of 
the  “ industrial  ” branch,  the  burden  of  which  they 
do  not  share.  The  two  branches  should-  be  con- 
sidered separately. 

27.428.  (24)  Under  the  existing  law,  the  investment 
income  of  the  Foreign  Life  Assurance  Fund  of  a com- 
pany doing  foreign  business  is,  in  certain  circum- 
stances, exempted  from  tax.  That  exemption  is 
operative  so  long  as  the  company  is  charged  on  the 
basis  of  investment  income  less  expenses ; but  it 
becomes  inoperative  if  the  company  is  charged  on  the 
alternative  basis  of  its  so-called  “ profits.”  The 
only  income  arising  in  the  Foreign  Life  Assurance 
Fund  is  the  investment  income,  and  it  is  inconsistent 
with  the  expressed  intention  of  the  law  that  it  should 
be  charged  in  any  form.  It  is  considered,  however, 
that  the  existing  law  carries  the  exemption  rather  too 
far.  Any  portion  of  the  excess  of  the  investment 
income,  less  expenses,  of  the  Foreign  Life  Assurance 
Fund  that  is  received  by  the  United  Kingdom  policy- 
holders or  the  proprietary  company  (if  any),  should 
properly  be  brought  into  assessment.  If  this  were 
done,  it  would  almost  always  be  necessary  to  arrive  at 
the  amount  of  that  portion  on  the  basis  of  an  estimate. 

27.429.  (25)  In  view  of  these  considerations,  it  ;s 
submitted  that,  if  sound  principles  are  to  be  observed, 
the  existing  basis  of  assessment  of  Life  Assurance 
companies  requires  amendment,  so  as  to  provide  that 
an  assessment  should  be  made  on  the  greater  of  the 
two  following  amounts:  — 

(a)  the  investment  income,  less  the  expenses  of 

management  (after  deducting  from  the 
latter  the  income  from  fines,  fees,  gross 
profits  arising  from  selling  annuities  and 
profits  arising  from  reversions),  but  with 
continuance  of  the  existing  relief  in  re- 
spect of  income  from  the  investments  of  a 
Foreign  Life  Assurance  Fund,  so  far  only 
as  such  income  is  received  by  or  credited 
to  policyholders  and  annuitants  of  that 
fund ; 

( b ) the  amount  retained  by  the  proprietary  body, 

in  the  case  of  a proprietary  company ; 
and  that  this  basis  should  be  applied  separately  to 
the  “ordinary”  and  “industrial”  branches  of  a 
company  that  carries  on  both  classes  cf  business. 

27.430.  (26)  It  is  estimated  that  this  amendment 
would  not  occasion  any  loss  of  tax,  but  that  it  would 
result  in  a gain  of  probably  £50,000. 

(II.) — The  rate  of  tax  charged  on  the  amounts 
ASSESSED. 

27.431.  (27)  The  Life  Offices  claim  that  it  is  un- 
reasonable that  the  rate  of  tax  charged  should  be 
the  full  normal  rate  in  view  of  the  facts  that  the  in- 
come assessed  belongs,  for  the  most  part,  to  the  policy- 
holders, and  that  there  is  no  machinery  by  which 
they  can  obtain  repayment  of  tax  in  respect  of  the 
exemptions  or  reductions  of  rate  to  which  the 
majority  of  them  would  be  entitled  if  regard  were, 
had  to  their  individual  total  incomes. 

27.432.  (28)  The  Life  Offices  refer  to  the  arrange- 
ments made  with  building  societies  under  which  a 
reduced  rate  of  tax  is  charged  in  consideration  of  the 
fact  that  the  majority  of  members  of  building 
societies  are  not  liable  to  the  full  rate. 

27.433.  (29)  The  arrangements  made  with  building 
societies  are  intended  to  avoid  a very  great  number 
of  repayment  claims  that  would  otherwise  arise.  A 
great  number  of  building  societies  pay  yearly  divi- 
dends and  bonuses  to  members  from  which  they  are 
entitled  to  deduct  tax.  These  dividends  and  bonuses 
are  annual  income  in  the  hands  of  the  members,  and 
if  the  societies  were  charged  at  the  full  normal  rate, 
and  deducted  tax  from  the  dividends  and  bonuses  at 
that  rate,  the  members  would  be  entitled  to  make  re- 
paj-ment  claims  in  respect  of  the  difference  between 
tax  at  the  full  rate  and  tax  at  the  rates  at  which 
they  are  individually  liable  having  regard  to  their 
individual  total  incomes.  The  arrangements  are 
convenient  both  to  the  members  of  building  societies 
and  the  Revenue,  but  their  existence  is  only  justified 


by  the  fact  that  a liability  to  repay  tax,  estimated 
to  be  roughly  equal  to  the  relief  granted,  would  other- 
wise rest  on  the  Revenue. 

27.434.  (30)  The  case  of  the  policyholder  of  a Life 
Assurance  company  is  different.  There  is  no  provision 
entitling  him  to  claim  a similar  repayment  of  any 
part  of  the  tax  on  interest  credited  to  his  policy ; 
and,  in  the  absence  of  any  such  title  to  claim  repay- 
ment, a similar  arrangement  with  Life  Assurance 
companies  would  grant  relief  that  could  not  be 
justified  on  the  ground  that  a corresponding  liability 
to  make  repayment  to  individual  policyholders  rests 
on  the  Revenue. 

27.435.  (31)  The  Life  Offices  contend,  however,  that 
it  is  unreasonable  that  the  full  rate  should  be 
charged,  and  that  the  law  should  be  so  amended  as  to 
permit  of  a reduced  rate  being  charged. 

27.436.  (32)  They  claim  that  it  is  unreasonable  that 
policyholders,  because  they  invest  their  savings  in  a 
manner  which  is  generally  held  to  be  one  deserving 
of  all  possible  encouragement,  should  have  to  bear  a 
rate  of  tax  on  the  interest  out  of  proportion  to  their 
incomes,  and  higher  than  the  rate  they  would  have 
had  to  bear  if  they  had  invested  in  a manner  that 
had  less  regard  for  the  common  good.  They  suggest 
that  the  interest  should  be  charged  at  a rate  not  more 
than  three-fourths  of  the  standard  rate. 

27.437.  (33)  There  is  also  the  question  whether, 
even  if  the  result  is  not  unfair  to  policyholders,  the 
method  by  which  the  burden  of  the  tax  is  imposed  on 
them  is  one  that  renders  difficult  the  conduct  of  Life 
Assurance  business  and  may  have  unfortunate 
results  to  Life  Assurance  as  an  institution. 

27.438.  (34)  This  part  of  this  evidence  is  directed 
to  a consideration  of  the  merits  of  the  claim  that  life 
policyholders  are  unreasonably  treated  under  the 
existing  Income  Tax  law,  and  whether,  in  any  case, 
the  machinery  by  which  the  burden  of  the  tax  is 
imposed  on  them  is  unsuitable  and  should  be  altered. 

27.439.  (35)  A consideration  c.f  the  claim  that 
policyholders  are  unreasonably  treated  by  the  taxa- 
tion of  the  interest  at  the  full  rate  in  the  hands  of 
the  companies,  would,  of  course,  be  only  a partial  con- 
sideration, if  the  privilege  of  the  allowance  made  in 
respect  of  premiums  were  ignored.  In  the  view  of  the 
Board  of  Inland  Revenue,  the  whole  question  is  less 
one  of  unreasonable  aggregate  treatment,  than  one 
of  the  extent  to  which  the  encouragement  to  Life 
Assurance  within  the  scope  of  the  Income  Tax  should 
proceed. 

27.440.  (36)  If  it  were  to  be  accepted  as  an  axiom 
that  it  is  the  intention  of  the  law  that  the  premium 
allowance  is  to  constitute  a net  relief,  then  it  would 
follow  that  policyholders  do  not  receive  the  net  relief 
intended.  That  would  not  necessarily  mean  that  the 
result  to  policyholders  was  unreasonable.  It  might 
mean  that  the  intention  of  the  law  is  over-generous. 

27.441.  (37)  It  is  not  open  to  doubt  that  the  in- 
tention of  the  law  in  1853,  when  the  allowance  in 
respect  of  premiums  was  re-granted,  wms  that  the 
allowance  should  constitute  a net  relief,  and  should 
not  entail  any  consequential  disability.  The  con- 
sequential disability  in  respect  of  the  tax  on  the 
interest  arose  with  the  graduation  of  the  Income  Tax, 
and  may  be  regarded  as  accidental.  It  the  tax  were 
not  levied  at  tho  source,  and  tho  policyholders  were 
charged  in  respect  of  the  interest,  it  is  clear  that  the 
premium  allowance  would  still  constitute  a net  relief ; 
and  from  that  point  of  view,  the  disability  has 
nothing  to  do  with  the  principles  of  the  Income  Tax, 
but  arises  wholly  out  of  the  machinery. 

27.442.  (38)  It  may  well  be,  however,  that  although 
the  restriction  of  the  relief  is  accidental  and  arises 
out  of  the  machinery,  the  relief  that  policyholders 
receive  in  the  aggregate  is  all  that  is  justifiable, 
having  regard  to  existing  conditions  and  to  'the  rates 
of  tax  at  which  the  allowances  of  premiums  are  now 
made. 

27.443.  (39)  Whether  this  is  so  or  not  is  a matter 
of  opinion,  and  opinions  will  vary  with  the  varying 
views  of  the  importance  to  the  State  of  Life 
Assurance  as  an  institution. 

27.444.  (40)  It  is  estimated  that  the  present  net 
cost  of  the  special  treatment  of  Life  Assurance  in 
the  Income.  Tax  is  £2,084,000.  This  represents  the 
excess  of  the  tax  allowed  in  respect  of  the  premiums, 
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viz.,  £3,708,000,  over  the  tax  gained  by  charging  the 
interest  in  the  hands  of  the  companies  at  the  full  rate 
instead  of  at  the  rates  applicable  to  the  policyholders, 
viz.,  £1,624,000.  In  other  words,  the  method  by  which 
the  interest  is  treated  neutralizes  the  allowance  in 
respect  of  the  premiums  to  the  extent  of  about  six- 
teen thirty-sevenths. 

27.445.  (41)  The  question  accordingly  becomes 
whether  the  importance  to  the  tstaie  cf  Life 
Assurance,  as  an  institution,  is  so  great  that  the 
whole  £3,708,000  tax  ought  to  be  allowed,  or  whether 
its  importance  does  not  justify  a greater  allowance 
than  the  existing  net  allowance  of  £2,084,000  tax,  or 
whether  it  justifies  some  increase  that  would  bridge 
a portion  of  the  gap  between  these  amounts. 

27.446.  (42)  If  the  suggestion  that  the  interest 
should  be  charged  at  the  rate  of  4s.  6d.  in  the  £ were 
adopted,  the  gain  of  tax  on  the  interest  Mould  be 
reduced  by  £928,000,  i.e.,  from  £1,624,000  to  £696,000; 
and  the  net  cost  of  the  special  treatment  of  Life 
Assurance  would  be  increased  from  £2,084,000  to 
£3,012,000.  The  resultant  position  would  be  the  same 
as  if  only  thirty  thirty-sevenths  of  the  present  allow- 
ances in  respect  of  premiums  were  made,  and  the 
interest  were  charged  at  the  same  rates  as  if  taxation 
at  the  source  did  not  exist. 

27,447  (43)  The  Board  of  Inland  Revenue  consider 
that  these  matters  of  opinion  as  to  the  justifiable 
extent  of  the  allowances  are  essentially  matters  that 
must  be  left  to  the  judgment  of  the  Royal  Com- 
mission. They  believe,  -however,  that  they  can  use- 
fully bring,  and  ought  to  bring,  to  the  notice  of  the 
Commissioners  certain  matters  that  have  a bearing 
on  the  method  of  allowance,  as  distinguished  from  its 
extent. 

27.448.  (44)  As  will  be  gathered  from  the  separate 
evidence  that  I am  putting  in  on  the  subject  of  the 
allowance  in  respect  of  Life  Assurance  premiums,  the 
encouragement  of  Life  Assurance  is  quite  a common 
practice  in  the  Income  Taxes  of  various  States.  The 
method,  however,  varies.  Some  States  make  allow- 
ances in  respect  of  premiums,  others  make  no  such 
allowances,  but  exempt  the  interest  in  the  hands  of 
the  companies,  and  occasionally  one  meets  with  cases 
where  both  methods  are  adopted. 

27.449.  (45)  In  the  United  Kingdom,  the  relief, 
which  was  originally  effected  solely  through  the 
allowance  of  premiums,  has  become,  owing  to  the 
graduation  of  the  tax  and  the  system  of  taxation  at 
the  source,  a relief  given  through  the  allowance  of 
premiums,  but  neutralized  to  the  extent  of  sixteen 
thirty-sevenths  by  charging  the  interest  at  the  full 
rate. 

27.450.  (46)  Even  if  it  should  be  considered  that 
these  mutually  opposing  conditions  produce  a not  un- 
reasonable result  to  life  policyholders  as  a class,  it 
must  be  admitted  that  they  produce  many  undesirable 
results  within  that  class,  and  constitute  a source  of 
embarrassment  and  difficulty  in  conducting  the  busi- 
ness of  Life  Assurance. 

27.451.  (47)  The  undesirable  results  among  the 
policyholders  themselves  will  be  readily  appreciated 
from  the  fact  that  of  £33,000,000  of  premiums  on 
“ ordinary  ” Life  Assurance  business  in  the  United 
Kingdom,  only  £20,000,000  is  allowed  from  Income 
Tax  assessments.  The  policyholders  who  pay  the  re- 
maining £13,000,000  receive  no  allowance,  but  suffer 
tax  on  their  interest  at  the  full  rate. 

27.452.  (48)  Again,  without-profit  policyholders  who 
are  liable  to  tax  receive  an  allowance  in  respect 
of  their  premiums,  but  do  not  share  in  the  effects 
of  a rise  in  the  rate  of  Income  Tax.  The  with-profit 
policyholders  bear  their  own  share,  and  that  of  the 
without-profit  policyholders  as  well.  It  may  he  said 
that  this  is  part  of  a bargain,  and  is  not  a special 
hardship.  That  is  doubtless  true  to  some  extent.  The 
with-profit  policyholders  might  have  no  sound  ground 
of  complaint  if,  in  the  result,  they  were  called  upon 
to  bear  the  increase  of  tax  by  reference  to  the  average 
rate  applicable  to  without-profit  policyholders,  but 
they  have  in  fact  to  bear  very  much  more,  since  the 
interest  is  charged  at  the  full  rate. 

27.453.  (49)  These  results  among  policyholders  as  a 
class  arise  from  the  existing  method,  and  depend  on 


the  average,  upon  the  excess  of  the  normal  rate  of 
tax,  at  present  6s.  in  the  £,  over  the  average  rate 
of  tax,  including  Super-tax,  at  which  the  interest 
would  be  chargeable,  if  it  were  chargeable  at  the 
rates  at  which  the  polioyholders  are  liable.  That 
average  rate  is  estimated  to  be  3s  4£d.*  Any  method 
that  avoided  or  reduced  hardships  and  inequalities 
of  this  kind,  and,  instead  of  setting  them  off  against 
an  excessive  advantage,  if  there  is  considered  to  be 
au  excessive  advantage,  derived  by  a section  of  the 
policyholders,  enabled  any  such  excessive  advantage 
to  be  reduced  in  the  cases  where  it  at  present  exists, 
would  be  an  undeniable  improvement. 

27.454.  (50)  Passing  from  the  policyholders  to  the 
companies,  it  will  be  readily  understood  how  the 
existing  method  occasions  difficulty  in  the  conduct 
of  Life  Assurance  business,  especially  when  the  rate 
of  Income  Tax  has  been  verj*  greatly  increased.  A 
great  increase  in  the  rate  of  Income  Tax  has  more 
serious  results  on  the  finances  of  a Life  Office  than 
on  those  of  most  concerns.  This  is  by  reason  of  the 
nature  of  its  contracts  which  generally  continue  over 
a long  period  of  years.  The  premiums  that  policy- 
holders contract  to  pay  for  a fixed  benefit  receivable 
in  the  future  are  bound  to  be  based  on  assumptions 
of  mortality,  and  of  the  net  rate  of  interest  that 
will  be  earned  in  the  future.  Actuarial  science 
suffices  to  deal  with  the  question  of  mortality,  but 
the  Income  Tax  might  increase  to  an  extent  that 
would  so  reduce  the  net  rate  of  interest  that  a Life 
Office  might  not  be  able  to  fulfil  its  contracts. 

27.455.  (51)  The  financial  security  of  a Life  Office 
depends  very  greatly  on  the  maintenance  of  an  excess 
of  the  net  rate  of  interest  that  it  earns  on  the  sums 
it  invests,  over  the  net  rate  at  which  it  requires  to 
accumulate  interest  on  those  sums,  in  order  to  be 
able  to  fulfil  its  future  obligations.  This  excess  of  the 
net  rate  of  interest  earned,  over  the  rate  of  interest 
required,  forms  the  margin  of  safety  of  a Life  Office. 
If  a Life  Assurance  company  ia  bearing  tax  at  the 
rate  of  4s.  in  the  £ on  its  interest,  and  if  it  is  earn- 
ing interest  at  the  rate  of  4£  per  cent,  gross,  its 
net  rate  of  interest  is  £3  12s.  per  cent.  If,  in  order 
to  meet  its  obligations,  it  requires  to  accumulate 
interest  at  3 per  cent.,  its  margin  of  safety  is  12s. 
per  cent.  If  the  rate  of  tax  is  increased  so  that  it 
has  to  pay  tax  on  its  interest  at  the  rate  of  5s.  in 
the  £,  its  net  interest  is  only  £3  7s.  6d.  per  cent., 
and  its  margin  of  safety  is  at  once  reduced  from  12s. 
per  cent,  to  7s.  6d.  per  cent. 

27.456.  (52)  It  is  true  that  the  same  conditions 
that  have  led  to  a higher  rate  of  Income  Tax  have 
also  led  to  an  increased  interest  earning  power  of 
investments.  This,  however,  applies  only  to  the  new 
investments.  The  already  existing  large  funds  pro- 
duce only  the  old  rate  of  interest  on  the  amounts 
invested. 

27.457.  (53)  It  would,  of  course,  be  very  unfortunate 
if  the  high  reputation  of  Life  Assurance  in  this 
country  were  to  suffer  either  by  existing  contracts 
having  to  be  varied,  or  by  a company  not  being  able 
to  carry  out  its  contracts,  if  either  such  result  were 
brought  about  by  the  method  of  imposing  the  burden 
of  Income  Tax  on  life  policyholders,  even  if  it  could 
be  shown  that  the  total  burden  on  them  was  not  un- 
fair when  all  the  circumstances  are  taken  into 
account. 

27.458.  (54)  There  is  no  reason  at  all  to  think  that 
Life  Assurance  in  this  country  is  in  a position  that 
gives  rise  to  any  doubt  whatever  as  to  the  ability 

* This  estimate,  and  such  of  the  other  estimates  in  this  evidence 
as  depend  upon  this  estimate,  are  based  on  the  rates  of  tax  at 
wlrch  policyholders  are  in  fact  liable.  It  does  not  take  into 
account  any  additional  tax  that  policyholders  would  be  required 
to  pay,  under  section  24  of  The  Income  Tax  Act,  1918  (or  any  of 
the  amendments  of  that  section  that  have  been  suggested),  by 
reason  of  altered  rates  of  tax,  etc.,  if  it  were  lawful  to  include 
annually  in  their  total  incomes  for  Income  Tax  purposes  the 
interest  credited  to  their  policies.  In  that  case,  the  additional  tax 
if  expressed  as  an  additional  average  rate  on  the  interest  charged 
in  the  hands  of  the  companies,  would,  it  is  estimated,  be  a further 
4d.  in  the  £ under  the  existing  scheme,  or  2^d.  in  the  £ if  the 
scheme  were  so  altered  that  only  one  naif  of  the  excess  income 
above  a limit  were  payable  as  tax,  or  l$d.  in  the  £,  if  smooth 
graduation  up  to  £2,500  were  instituted 
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of  the  companies  to  carry  out  their  contracts,  not- 
withstanding the  reduction  of  the  net  rate  of  interest 
earned  on  the  amounts  they  have  invested,  through 
the  recent  great  increase  in  the  rate  of  Income  Tax. 

It  must,  however,  be  admitted  that  this  satisfactory 
state  of  affairs  is  due  in  a very  great  measure  to  the 
fact  that  so  large  a proportion  of  the  Life  Assurance 
business  consists  of  participating  policies. 

27.459.  (55)  Participating  p.i.cyholders  pay  extra 
premiums  in  the  expectation  of  producing  a surplus 
that  will  be  distributed  to  them  as  extra  assurance, 
or  in  cash.  If  “ ordinary  ” Life  Assurance  business 
were  wholly  or  mainly  non-participating  business,  the 
strain  of  the  reduction  of  the  net  rate  of  interest 
earned  might  have  been  really  serious.  As,  however, 
the  participating  business  greatly  preponderates,  the 
surplus  due  to  the  extra  premiums  arising  from  that 
business  has  provided  an  important  source  of  relief. 
That  surplus  has  had  to  be  to  a very  great  extent 
withheld  from  the  participating  policyholders  and 
applied  to  meeting  depreciation  of  the  old  invest- 
ments, with  the  result  that  the  net  rate  of  interest 
earned  on  those  investments,  as  written  down,  is  still 
adequate  to  provide  a safe  excess  over  the  rate  of 
interest  at  which  accumulations  are  necessary,  in 
order  to  provide  for  the  liabilities.  A further  rise  in 
the  Income  Tax  would,  of  course,  occasion  renewed 
restrictions  of  the  amount  available  for  bonuses  of 
with-profit  policyholders. 

27.460.  (56)  In  these  ways  the  existing  method  of 
charging  the  interest  at  the  full  rate,  and  so  partially 
neutralizing  the  allowance  in  respect  of  premiums, 
produces  inequalities  and  hardship  among  the  policy- 
holders, and  occasions  difficulty  to  the  companies  in 
the  conduct  of  their  business.  It  is  obvious  that  these 
objections  would  be  greatly  reduced  by  charging  the 
interest  at  the  rate  of  4s.  6d.  instead  of  6s.  in  the 
£,  but  the  extra  cost  would  be  £928,000.  It  remains 
to  consider  how,  if  it  were  decided  that  this  extra 
cost,  or  any  part  of  it,  is  unjustifiable,  the  inequalities 
and  difficulties  could  be  reduced  without  increasing 
the  existing  cost,  viz.,  £2,084,000. 

27.461.  (57)  In  the  separate  evidence  dealing  with 
the  allowance  in  respect  of  premiums,  it  is  pointed 
out  that,  of  policyholders  liable  to  Income  Tax  at 
rates  exceeding  3s.  in  the  £,  about  six-sevenths 
receive  allowances  at  rates  varying  from  3s.  9d.  to 
6s.,  whilst  the  remaining  one-seventh  receive  allow- 
ances at  the  rate  of  3s.  only. 

27.462.  (58)  This  occasions  an  additional  inequality 
among  policyholders  as  a class ; and  it  is  suggested 
that  if  that  inequality  were  removed  and  the  rate 
of  allowance  were  limited  to  3s.  in  the  £ in  all 
cases,  the  saving  effected  might  be  usefully  devoted 
to  reducing  the  other  inequalities  among  policyholders 
that  have  been  previously  mentioned,  and  reducing 
at  the  same  time  the  difficulties  to  which  the  existing 
method  gives  rise  in  the  conduct  of  Life  Assurance 
business 

27.463.  (59)  It  is  estimated  that  if  the  maximum 
rate  applied  to  premium  allowances  were  limited  to 
3s.,  the  saving  would  be  £925,000,  which  is  approxi- 
mately equal  to  the  estimated  cost  of  charging  the 
interest  at  the  rate  of  4s.  6d.,  instead  of  6s.,  viz., 
£928,000. 

27.464.  (60)  If  this  course  were  adopted,  it  would 
accordingly  be  possible,  without  increasing  the  present 
cost  of  the  special  treatment  of  Life  Assurance  in 
the  Income  Tax,  to  produce  a very  much  greater 
equality  in  the  distribution  of  the  relief,  and  to 
reduce  considerably  a difficulty  in  the  conduct  of 
Life  Assurance  business. 

27.465.  (61)  The  evidence  given  by  Mr.  William 
Schooling  was  greatly  directed  to  a consideration  of 
the  inequalities  produced  among  policyholders  under 
the  present  arrangements.  In  the  course  of  his 
examination,  the  question  arose  whether  the  com- 
panies could  notify  each  policyholder  of  the  interest 
credited  to  his  policy,  and  the  tax  paid  thereon,  to 
the  end  that  the  policyholder  might  claim  a repay- 
ment of  tax  if  he  were  entitled.  This  is  not  a method 
that  would  fit  in  with  any  system  of  book-keeping 
which,  so  far  as  th6  Board  of  Inland  Revenue  are 


aware,  is  in  general  use  among  Life  Offices;  and 
even  if  it  did,  it  would  involve  an  enormous  mass 
of  detailed  work  for  policyholders,  companies  and 
officials.  The  Board  have  no  doubt  that  to  have 
individual  regard  to  the  income  of  each  policyholder 
would  be  so  difficult  as  to  be  impracticable.  On  the 
whole  they  consider  that  if  the  matter  is  to  be  dealt 
with,  it  must  be  dealt  with  on  broad  lines,  as  is  done 
in  the  case  of  building  society  interest,  and  they 
are  not  inclined  to  disagree  with  the  Life  Offices’ 
Association  that  the  best  course  would  be  to  adopt 
a reduced  general  rate  at  which  to  charge  the  interest 
in  the  hands  of  the  companies. 

27.466.  (62)  If  a reduced  general  rate  were  adopted, 
its  application  should,  of  course,  be  restricted  to  the 
portion  of  the  assessment  that  has  reference  to  the 
policyholders — that  is  to  say,  the  portion  of  the 
amount  assessed  that,  in  the  case  of  a proprietary 
company,  is  retained  by  the  proprietary  body,  should 
be  charged  at  the  normal  rate.  The  shareholders 
are.  in  the  same  position  as  shareholders  of  companies 
of  other  kinds,  in  that  they  can  make  repayment 
claims,  where  necessary,  in  respect  of  tax  deducted 
at  the  normal  rate  from  their  dividends.  It  may 
be  desirable  also  to  provide  that  the  relief  should 
be  applied  by  the  Life  Offices  for  the  exclusive  benefit 
of  policyholders. 

27.467.  (63)  Among  the  matters  to  which  Mr. 
Schooling  drew  attention  was  the  comparatively  very 
great  advantage  that  persons  liable  to  Super-tax 
derive  from  the  existing  Life  Assurance  arrange- 
ments. It  is  considered  that  if  the  rate  of  allowance 
in  respect  of  premiums  were  limited  in  all  cases  to 
3s.  in  the  £,  this  point  would  be  substantially  met, 
especially  if  at  the  same  time  the  amount  of  any 
individual  allowance  in  respect  of  premiums  were 
limited  to  £250,  as  is  suggested  in  my  separate  evi- 
dence on  Life  Assurance  premiums. 

(III.) — Interest  received  by  Life  Assurance  com- 
panies in  respect  of  loans  secured  on  life 
policies,  personal  security  or  reversions. 

27.468.  (64)  It  is  the  almost  general  practice  of 
Life  Assurance  companies  to  make  application  to  the 
borrowers  who  pay  interest  on  loans,  for  the  net 
amount  of  the  interest  after  deduction  of  tax  at  the 
full  rate,  except  where  the  borrowers  reside  abroad. 
There  are  many  cases  where  the  borrowers  are  exempt, 
and  it  is  fairly  certain  that  a considerable  proportion 
of  the  tax  deducted  by  exempt  borrowers  does  not 
reach  the  Revenue,  through  absence  of  knowledge  that 
they  are  paying  such  interest.  In  other  cases  the 
borrower  is  entitled  to,  and  claims,  a reduced  rate 
of  tax ; and  there  is  very  little  doubt  that  the  number 
of  such  cases  in  which  it  is  known  that  such  interest 
is  paid  in  no  way  approaches  the  number  in  which  it 
is  actually  paid.  The  inclusion  in  recent  years  of  a 
special  reference  to  interest  paid  to  Life  Assurance 
companies  in  the  form  of  claim  in  respect  of  exemp- 
tion, abatement  or  lower  rate  of  tax,  has  increased 
greatly  the  number  of  cases  in  which  such  payments 
are  disclosed ; but  the  fact  that  about  three- fortieths 
of  the  whole  of  the  life  and  annuity  funds  of 
“ ordinary  ” Life  Assurance  companies  is  on  loan  to 
policyholders  raises  a great  doubt  in  the  minds  of 
those  who  are  in  the  habit  of  examining  such  claims 
whether  a large  proportion  of  the  interest  paid  is  in 
fact  disclosed. 

27.469.  (65)  At  present  there  is  no  statutory  power 
to  require  a Life  Assurance  company  to  furnish  a 
list  of  persons  from  whom  it  receives  interest  under 
deduction  of  tax  in  respect  of  loans  secured  on 
policies,  personal  security  or  reversions,  and  practi- 
cally none  of  the  companies  do  so.  If  they  are  applied 
to  for  a list,  they  are  inclined  to  excuse  themselves, 
in  the  absence  of  a statutory  requirement,  on  the 
ground  of  the  labour  it  would  entail.  It  is  possible 
that  they  may  also  feel  a doubt  whether,  without  a 
statutory  requirement,  they  ought  to  furnish  informa- 
tion which  is  obviously  sought  in  order  to  check  the 
returns  of  their  policyholders. 

27.470.  (66)  It  is  submitted  that  a statutory  require- 
ment to  furnish  such  lists  would  be  useful,  and  is 
desirable.  The  question  arises  whether  there  should 
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be  a lower  limit  of  amount  for  the  purposes  of  such 
lists.  The  greater  number  of  the  loans  are  very 
small,  but  the  aggregate  amount  of  the  small  loans 
is  great.  The  Board  of  Inland  Revenue  consider  on 
the  whole,  that  there  should  be  no  statutory  limit. 
Whilst  such  a limit  would  probably  be  arranged  in 
practice  with  the  companies,  it  is  felt  that  the  know- 
ledge of  the  existence  of  a limit  would  help  to  defeat 
the  object  in  view,  and  that  a statutory  limit  would 
make  it  more  difficult  for  the  Revenue  to  seek,  and 
for  the  companies  to  furnish,  information  in  any 
individual  case,  where  it  might  be  desired 

ANNEXE. 

Statement  as  to  the  basis  of  assessment  of  Life 
Assurance  companies,  referred  to  in  paragraph 
11  OF  THE  FOREGOING  EVIDENCE. 

27.471.  (1)  Life  Assurance  differs  from  Fire,  Acci- 
dent, Marine,  etc.,  Insurance  in  that  it  is  not,  except 
in  the  case  of  temporary  insurance,  indemnity  against 
risk,  but  is  an  assurance  of  a sum  on  the  happening 
of  an  event  which  is  bound  to  happen.  Thus,  a person 
assures  for  the  payment  of  £1,000  on  his  death,  or 
perhaps  on  attaining  the  age  of  60  or  on  earlier  death. 
The  event,  on  the  happening  of  which  the  £1,000 
becomes  payable,  is  bound  to  happen.  The  essence 
of  the  business  is  investment.  Many  individuals  sub- 
scribe sums  to  a common  fund,  the  fund  is  invested, 
and  subsequently  the  sums  subscribed,  with  the  inte- 
rest earned,  are  paid  out  again  from  the  fund  to 
the  subscribers  or  their  representatives.  The  peculiar 
feature  of  this  investment  business  is  that  the  pay- 
ments out  of  the  fund  to  the  subscribers  or  their 
representatives,  instead  of  having  exclusive  reference 
to  the  amounts  subscribed  by  the  various  individuals, 
are  made  to  them  in  such  proportions  and  at  such 
times  as  will  serve  a special  and  useful  purpose. 
This  special  purpose  entails  that  each  subscriber  may 
be  able  to  expect,  on  the  happening  of  an  event  at  an 
uncertain  date,  a fixed  sum  or  a minimum  sum;  and 
this  necessitates  that  the  amounts  subscribed  should 
be  such  as  will  provide  and  maintain  a fund  adequate 
to  ensure  that  each  subscriber’s  expectation  will  be 
fulfilled. 

27.472.  (2)  This  is  absolutely  the  case  with  a mutual 
Life  Assurance  company.  In  the  case  of  a proprie- 
tary company  the  only  difference  is  this : it  is  obvious 
that  if  some  person,  other  than  the  subscriber,  holds 
a certain  sum  in  readiness  to  supplement  the  fund, 
should  it  by  any  chance  happen  to  prove  inadequate, 
he  affords  the  subscribers  to  that  extent  an  additional 
security  that  the  amounts  expected  by  them  will  be 
paid.  The  proprietary  body  does  this,  and  receives 
a consideration  for  its  service  in  so  doing. 

27.473.  (3)  The  essence  is,  however,  the  same,  both 
in  the  mutual  company  and  the  proprietary  company, 
viz.,  the  collection  of  premiums  and  investing  them 
as  a common  fund.  There  is  no  other  business  by 
which  income  is  earned.  The  peculiar  method  of 
distributing  the  fund  is  a matter  of  distribution  only 
and  is  not  concerned  with  the  method  by  which,  or 
to  the  extent  to  which,  income  is  earned.  Apart  from 
such  minor  matters  as  fines,  fees  and  profits  on 
realization  of  investments,  the  only  means  by  which 
the  capital  sums  subscribed,  or  engaged  in  the  adven- 
ture, can  be  increased — i.e.,  the  only  source  of  real 
aggregate  profit  to  ail  concerned,  however  it  may  be 
divided — is  the  interest  earned  by  the  investment  of 
those  sums,  less  the  expenses  of  the  undertaking.  If, 
in  the  case  of  a proprietary  body,  it  receives  as 
remuneration  for  its  services  a sum  in  excess  of  the 
interest  earned  less  the  expenses,  it  is  receiving,  in 
effect,  part  of  the  premiums  subscribed  by  the  policy- 
holders. In  such  a case,  although  the  amount  of 
that  excess  is  not  a profit  in  the  sense  of  being  an 
increment  of  the  whole  capital  concerned,  it  is  a 
profit  to  the  proprietary  body,  which  should  be  taxed 
for  it.  It  is  remuneration  to  the  proprietary  body 
paid  out  of  the  capital  sums  contributed  by  the  policy- 
holders. 

27.474.  (4)  If  one  were  to  conceive  an  account  that 
embraced  the  whole  operations  of  a Life  Assurance 
company  from  the  time  when  it  issued  its  first  policy 
until  the  time  when  it  paid  its  last  claim  and  wound 


up,  that  account  would  contain,  as  credits,  all  the 
premiums  received,  all  the  income  received  in  respect 
of  their  investments,  and  such  minor  items  as  fines 
fees  and  profits  on  realizing  investments.  As  debits 
it  would  contain  all  sums  paid  out  to  policyholders  for 
claims,  surrenders  or  otherwise,  all  expenses,  and,  in 
the  case  of  a proprietary  company,  whatever  was  paid 
to  the  proprietary  body  to  remunerate  its  service. 
The  account  would  show  the  concern  in  its  true 
nature  as  an  investment  business,  and  (ignoring  the 
minor  items  previously  mentioned)  the  profit  would 
clearly  be  the  investment  income  after  deducting  the 
expenses  of  conducting  the  business,  just  as  it  is 
in  the  case  of  the  ordinary  kind  of  investment 
company. 

That  profit  goes  to  the  policyholders,  except  so  far 
as,  in  the  case  of  a proprietary  company,  a part  of 
it  goes  to  the  proprietary  body.  The  part  that  goes 
to  the  policyholders  is  included  in  the  items  of 
claims,  surrenders  and  other  payments  to  them,  such 
as  bonuses  taken  in  cash.  The  balance  of  those  items 
consists  of  the  repayment  of  the  premiums  that  the 
policy  holders  have  subscribed. 

27.475.  (5)  The  main  difference,  then,  between  a 
Life  Assurance  company  and  an  ordinary  investment 
company  is  not  connected  with  the  sources  from 
which  their  real  profits  are  derived,  nor  with  the 
nature  or  the  measure  of  those  profits.  In  both 
cases,  the  source  is  the  investments,  and  the  measure 
is  the  investment  income  less  the  expenses.  The  main 
difference  between  them,  so  far  as  the  present  con- 
sideration is  concerned,  lies  in  the  methods  of  dis- 
tributing those  profits. 

27.476.  (6)  In  the  case  of  an  investment  company 
the  profit  is  paid  yearly  to  shareholders  in  proportion 
to  the  amounts  subscribed  by  them. 

In  the  case  of  a Life  Assurance  company,  so  far  as 
the  profit  is  paid  to  policyholders,  it  is  paid : — 

(а)  partly  on  maturity  or  surrender  of  policies, 

in  proportions  that  have  regard  not  merely 
to  what  individual  policyholders  have  sub- 
scribed, but  to  the  dates  when  certain 
events  contemplated  in  their  individual 
policies  happened; 

(б)  partly  by  periodically  declaring  bonuses  to 

participating  policyholders. 

From  time  to  time,  the  actuary  takes  stock  of  the 
general  position  of  the  assets  and  liabilities  of  the 
concern,  and  if  his  experience,  judgment  and  technical 
knowledge  lead  him  to  consider  that  the  existing 
assets  will,  with  the  interest  that  will  be  earned  on 
them  in  the  future,  be  more  than  sufficient  to  provide 
for  the  liabilities  of  the  future,  he  arrives  at  an 
estimate  of  the  excess  or  surplus.  His  estimate 
depends,  of  course,  very  greatly  on  the  valuation  that 
he  makes  of  the  present  value,  at  the  time  of  his 
valuation,  of  the  future  liabilities;  and  the  company 
is  required  to  furnish  details  of  the  general  basis  of 
that  valuation  to  the  Board  of  Trade.  The  surplus 
disclosed  may  be  wholly  or  partly  distributed  to 
policyholders  as  bonuses.  The  portion  so  distributed 
is  allotted  by  fair  methods,  although  not  necessarily 
by  the  same  methods,  in  different  companies,  to  the 
individual  policyholders,  who  may  perhaps  take  their 
bonuses  in  cash,  or  use  them  to  purchase  additional 
paid-up  assurances,  maturing  when  their  policies 
mature.  In  the  latter  case,  the  bonuses  become 
merged  in  the  end  in  the  account  already  pictured 
of  the  complete  operations  of  a Life  Assurance  com- 
pany during  its  existence,  in  the  amounts  debited 
in  that  account  for  payments  on  claims  and  sur- 
renders. 

27.477.  (7)  The  fact  that  a Life  Assurance  company 
takes  stock  from  time  to  time  of  the  assets  and 
liabilities,  as  mentioned  in  the  preceding  paragraph, 
cannot  affect  in  any  way  the  essential  fact  that  the 
real  income  of  the  business  is  the  excess  of  the  invest- 
ment income  over  the  expenses. 

The  main  objects  of  the  valuation  are:  — 

(a)  to  make  sure  that  variations  in  the  net 
interest-earning  power  of  invested  capital, 
in  rates  of  mortality,  in  the  expense  of  the 
machinery  of  the  business,  and  other 
changes  that  are  bound  to  occur  owing  to 
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changing  conditions  over  a long  period,  are 
not,  in  combination,  depleting  the  funds  in 
a measure  that  endangers  the  carrying  out 
of  the  company’s  obligations  to  its  policy- 
holders ; 

(b)  in  the  event  of  such  changing  conditions,  and 
the  extra  premiums  paid  by  participating 
policyholders,  having  increased  the  lund  in 
a measure  that  makes  it  clear  that  there  is 
a surplus  beyond  the  amount  that  will  be 
required  to  carry  out  obligations,  to  arrive 
at  a reasoned  estimate  of  that  surplus,  and 
to  allot  it  in  proper  proportions  to  indi- 
vidual policyholders,  and,  in  some  cases, 
to  the  proprietary  body. 

It  is  clear  that  no  company  could  safely  proceed  on 
the  assumption  that  all  possible  future  changes  in 
conditions  had  been  accurately  measured  in  fixing 
premiums,  and  that,  without  taking  stock  of  its  posi- 
tion from  time  to  time,  it  could  go  on  to  the  end, 
and  expect  that  the  account  over  its  whole  existence, 
that  has  already  been  pictured,  would  balance  exactly 
in  the  end.  It  would  find  at  the  end  either  that  it 
could  not  meet  all  its  liabilities  or  that  it  had  a sur- 
plus. As  participating  policyholders  are  entitled  to 
share  in  any  surplus,  and  as  their  policies  mature  at 
different  times,  it  is  clear  that  means  must  be  taken 
to  ascertain  the  surplus,  and  their  individual  shares 
of  it,  from  time  to  time,  and  that  the  surplus  cannot 
be  left  to  reveal  itself  long  after  the  claims  of  many 
who  were  entitled'  to  share  in  it  have  been  finally 
settled.  Accordingly,  the  law  requires  such  periodical 
valuations  in  the  interests  of  safety,  and  for  the 
satisfaction  of  existing  and  intending  policyholders. 

27.478.  (8)  When  it  is  suggested  that  a Life  Assur- 
ance company  should  be  charged  to  Income  Tax  on  its 
“profits”  rather  than  on  its  investment  income  less 
the  expenses  of  conducting  the  concern,  the  meaning 
intended  to  be  applied  to  the  expression  “profits” 
is  the  increase  in  the  surplus  disclosed  by  successive 
valuations  of  the  kind  just  mentioned. 

27.479.  (9)  It  has  been  already  explained  that  the 
business  from  which  profits  are  derived  is  the  business 
of  investing  capital,  and  that  the  increment  to  capital 
that  is  derived  from  that  business  is  the  excess  of 
the  investment  income  over  the  expenses.  It  is  sub- 
mitted that  it  is  clearly  in  accord  with  the  conception 
of  an  Income  Tax  that  persons  who  receive  directly  or 
indirectly  interest  derived  from  the  investment  of 
sums  provided  by  them  should  be  taxed  in  respect  of 
it.  It  remains  to  show  that  what  is  intended  by 
“profits,”  in  the  suggestion  that  the  “profits”  of 
a Life  Assurance  company  form  a more  suitable  basis 
for  assessment,  consist  of  something  entirely  different, 
and  are  not  profits  in  any  sense  according  with  the 
general  idea  of  an  Income  Tax,  in  that  they  include 
elements  that  do  not  properly  fall  within  the  scope  of 
such  a tax,  and  exclude  other  elements  that  do  fall 
within  its  scope. 

27.480.  (10)  The  surplus  disclosed  by  the  valuation 
of  a Life  Assurance  Fund  is,  broadly  speaking, 
arrived  at  by  deducting  from  the  value  of  its  exist- 
ing assets  of  all  kinds,  the  amount  arrived  at  by  the 
actuary  as  the  present  value  of  the  liabilities. 

27.481.  (11)  The  liabilities  are  mainly  future  lia- 
bilities, e.g.,  amounts  due  to  be  paid  on  the  deaths  of 
policyholders.  In  arriving  at  their  present  value,  a 
deduction  is  necessarily  made  of  the  present  value 
of  amounts  that  will  be  received  in  the  future  in 
respect  of  existing  contracts,  e.g.,  future  premiums 
receivable  in  respect  of  policies. 

27.482.  (12)  The  deduction  in  respect  of  future  pre- 
miums receivable  is  not  made,  however,  in  respect  of 
the  full  future  premiums,  but  only  that  part  of  them 
that  the  company  does  not  leave  out  of  consideration 
as  being  necessary  to  defray  future  expenses,  or  as 
intended  to  provide  future  surplus.  In  this  way,  any 
saving  in  the  future  expenses  as  compared  with  the 
amount  of  future  premiums  left  out  of  account  in  the 
valuation,  falls  info  the  surplus  shown  by  succeeding 
valuations. 


27.483.  (13)  In  arriving  at  the  present  values  of  the 
future  liabilities  and  of  the  future  receipts,  it  is 
necessary  to  postulate  certain  conditions.  The 
actuary  must,  for  example,  base  on  certain  expecta- 
tions of  mortality  among  policyholders,  since  mortality 
will  govern  both  the  length  of  the  periods  before 
policies  mature  and  amounts  assured  become  payable, 
and  also  the  terms  during  which  future  premiums  will 
be  received.  He  must  also,  in  arriving  at  the  present 
value,  assume  some  rate  of  interest,  and  the  rate  of 
interest  assumed  by  him  must  necessarily  not  exceed 
the  net  rate  of  interest  that  he  expects  the  fund  will 
earn  on  an  average,  in  the  future. 

27.484.  (14)  On  finding  a surplus  on  the  valuation, 
the  company  may,  as  previously  mentioned,  divide  it 
or  a portion  of  it,  by  making  cash  payments  to  policy- 
holders or  by  undertaking  further  liabilities  to  them 
(reversionary  bonuses) ; and  it  may  leave  any  remain- 
ing portion  of  the  surplus  undivided,  and  carried 
forward  in  the  fund. 

27.485.  (15)  If,  at  the  next  valuation,  the  actuary 
arrives  at  his  valuation  of  the  liabilities  on  the  same 
basis  as  before,  and  he  finds  that  the  surplus  has 
increased  beyond  the  amount  of  the  portion  of  the 
previous  surplus  that  has  remained  undivided  since 
the  last  valuation,  that  increase  must  (except  as 
regards  such  minor  items  as  fines,  fees  and  profits  on 
realizing  securities,  which  may  be  ignored  for  the 
purpose  of  this  consideration)  have  been  derived  from 
one  or  other  of  the  two  following  sources:  — 

Portion  of  the  investment  income  received. 

The  surplus  includes  only  a portion  of  the  in- 
vestment income  earned.  The  remainder  will 
have  been  absorbed  in  the  valuation  of  the  lia- 
bilities. Further  reference  to  this  will  be  made 
later. 

Portion  of  the  premiums  received. 

(a)  Any  portion  of  the  premiums  that  lias  been 

saved  through  the  mortality  experience 
having  proved  better  than  it  was  assumed 
it  would  be. 

( b ) The  excess  of  the  portion  of  the  premiums, 

left  out  of  account  in  the  last  valuation 
to  provide  for  subsequent  expenses  of 
management,  over  the  actual  expenses 
incurred. 

(c)  The  portion  of  the  premiums  left  out  of  ac- 

count at  the  last  valuation  in  order  that 
it  might  produce  surplus  in  the  future. 

27.486.  (16)  How  it  happens  that  the  increase  of 
surplus  shown  by  two  successive  valuations  does  not 
include  the  whole  of  the  interest  earned  in  the  inter- 
vening period  will  be  readily  understood  by  applying 
the  principle  of  the  valuation  to  a simple  example. 

A person  is  under  contract  to  pay  another  person 
£150  at  some  date  in  the  future.  In  order  to  be  able 
to  discharge  that  liability,  he  desires  to  keep  con- 
tinuously invested  such  a sum  as  will  at  compound 
interest,  at  a rate  that  he  expects  it  will  earn,  amount 
to  £150  when  the  payment  falls  due.  At  31st  Decem- 
ber, 1920,  he  forms  the  opinion  that  the  net  rate  of 
interest  (after  deduction  of  Income  Tax)  likely  to  be 
earned  in  the  future  is  3 per  cent.  He  finds  that  the 
present  value  at  31st  December,  1920,  of  £150  at  the 
time  it  will  fall  due  is  £100  if  he  calculates  interest 
to  be  earned  at  3 per  cent.  He  accordingly  invests 
£100  as  the  necessary  provision. 

At  31st  December,  1921,  he  finds  that  the  net  rate 
of  interest  earned  over  the  year  has  been  4 per  cent, 
and  that  his  fund  amounts  to  £104.  He  still  con- 
siders, however,  that  the  net  rate  of  interest  that  will 
be  earned  in  the  future  will  be  only  3 per  cent.,  and 
he  again  estimates  the  present  value  of  the  liability 
to  pay  £150  at  the  future  date  by  reference  to  that 
rate  of  interest.  Assuming  that  the  date  on  which 
the  £150  is  payable  is  a fixed  date,  it  is  clear  that  if 
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the  present  value  at  31st  December,  1920,  was  £100, 
it  will  have  become  £103  at  31st  December,  1921.* 

If  he  makes  an  account  of  his  assets  and  liabilities 
he  accordingly  finds  that  he  has  a surplus  of  £1,  and 
this  surplus  represents  £4  net  interest  earned,  less 
£3  added  to  the  liability,  and  ultimately  received  by 
the  person  to  whom  the  £150  is  payable;  in  other 
words  the  surplus  merely  contains  interest  on  the 
amount  of  the  fund  at  a rate  representing  the  excess 
of  the  net  rate  of  interest  earned  (4  per  cent.)  over 
the  rate  assumed  in  determining  the  present  value  of 
the  liability  (3  per  cent.). 

27.487.  (17)  By  exactly  the  same  principle,  the 
major  part  of  the  interest  earned  by  the  fund  of  a 
Life  Assurance  company  does  not  appear  in  the 
surplus,  but,  by  the  principle  of  the  valuation,  is 
added  to  the  liability — or,  as  it  might  be  put,  it  is 
credited  to  policyholders  and  ultimately  paid  to  them. 

27.488.  (18)  It  will  accordingly  be  seen  that  the  in- 
creased surplus  arises  partly  from  investment  income, 
the  taxation  of  which,  whether  it  is  ultimately  received 
by  the  policyholders  or  by  the  company,  is  properly 
within  the  scope  of  the  Income  Tax,  and  partly,  from 
premiums,  which  are  provided  by  the  policyholders, 
and,  so  far  as  they  are  ultimately  received  back  by 
them,  are  not  fairly  within  the  scope  of  that  tax.  So 
far  as  premiums  paid  by  the  policyholders  go  to  the 
shareholders  of  a proprietary  company,  they  form 
profit  to  the  latter,  and  this  point  will  be  referred  to 
later. 

27.489.  (19)  Whilst  the  increase  of  surplus  thus 
includes  elements  that  are  reasonably  taxable,  and 
other  elements  that  are  not  reasonably  taxable,  it 
does  not  include  all  those  that  are  reasonably  taxable 
if  it  is  a proper  assumption — and  it  is  submitted  that 
it  is  a proper  assumption — that  all  the  interest  (less 
expenses)  earned  on  the  investments,  and  received 
directly  or  indirectly  by  the  persons  concerned,  is 
reasonably  taxable. 

27.490.  (20)  In  the  case  of  “ ordinary  ” Life  Assur- 
ance business,  it  is  practically  always  the  case  that 
the  investment  income,  less  the  expenses,  exceeds  the 
amount  transferred  to  the  proprietary  body  as  its 
profit.  It  follows  that,  on  the  whole,  the  policyholders 
collectively  receive  back  in  the  long  run  an  amount 
exceeding  the  total  amount  they  have  paid  collectively 
as  premiums.  The  balance  received  by  them  may 
(apart  from  minor  items  that  do  not  affect  the  con- 
sideration) be  regarded  as  made  up  of  the  bulk  of  the 
interest,  less  expenses,  the  remainder  of  the  interest, 
less  expenses,  being  regarded  as  received  by  the  pro- 
prietary body. 

27.491.  (21)  In  the  case  of  “industrial  assurance” 
it  is  almost  always  the  case  that  the  expenses  of 
management  and  commission  exceed  the  interest 
earned  on  the  investments,  so  that  any  amount  taken 
by  the  proprietary  body  may  be  regarded  as  being 
derived  in  effect  from  the  premiums  received,  and  is 
clearly  a proper  subject  of  taxation  as  a profit  of  the 
proprietary  body. 

27.492.  (22)  It  is  submitted,  accordingly,  that  a 
consideration  of  the  subject  leads  to  the  following 
conclusions : — 

(a)  Where  the  investment  income,  less  the  ex- 
penses of  conducting  the  concern,  exceeds 
the  amount  credited  to  the  proprietary  body 
(if  any),  it  is  essentially  the  proper  measure 
of  the  amount  taxable. 

(fc)  Where  the  investment  income,  less  the  ex- 
penses of  conducting  the  concern,  is  less 
than  the  amount  credited  to  the  proprietary 
body  (if  any),  there  is  nothing  receivable  by 
the  policyholders  that  is  a proper  subject  of 
taxation,  but  the  amount  credited  to  the 

* If  the  date  when  the  £150  is  payable  is  not  a fixed  date,  e.g., 
if  it  depends  on  the  cessation  of  a human  life,  the  principle 
remains  the  same,  but  the  figures  would  be  somewhat  different, 
inasmuch  as  the  date  on  which  payment  of  the  £150  will  become 
due  would  be  deemed  to  be  slightly  postponed  at  each  successive 
valuation.  This  is  due  of  course,  to  the  fact  that  the  difference 
between  the  mean  after-lifetime  of  persons  aged  x years  and 
persons  aged  (x  -{-  1 ) years  is  less  than  1 year. 


proprietary  body  may  be  regarded  as  being 
made  up  partly  of  the  excess  (if  any)  of 
the  investment  income  over  the  expenses 
and  partly  of  premiums  received  from 
policyholders,  and  is  properly  chargeable  as 
representing  the  profit  of  the  proprietary 
body. 

(c)  The  surplus  or  so-called  “ profit  ” is  composed 
partly  of  premiums  provided  by  policy- 
holders, and  partly  of  investment  income. 
It  belongs  in  the  case  of  “ordinary”  Life 
Assurance  business  to  the  policyholders,  ex- 
cept as  regards  the  small  proportion  taken 
by  the  proprietary  body,  if  there  be  a pro- 
prietary body.  It  excludes  the  major  por- 
tion of  the  investment  income,  viz.,  that 
portion  which  has  been  deducted  and 
credited  to  the  policyholders  before  the 
surplus  is  arrived  at.  Thus,  it  includes 
premiums  repaid  to  policyholders,  and  ex- 
cludes interest  paid  to  them,  and  its 
constitution  is  accordingly  such  that  it  does 
not,  in  itself,  form  a reasonable  basis  of 
charge.  It  is  only  of  use  from  a true 
Income  Tax  point  of  view,  inasmuch  a3 
from  it  the  amount  credited  to  the  pro- 
prietary body  is  determined. 

, ( d ) As  the  amount  credited  to  the  proprietary 

body  represents  the  profit  of  the  proprietary 
body,  as  distinguished  from  the  policy- 
holder, the  Income  Tax  assessment  should 
never  be  less  than  that  amount,  although 
that  amount  may  exceed  the  investment 
income,  less  the  expenses. 

(e)  The  option  hitherto  existing  of  charging  the 
investment  income  less  the  expenses,  or  the 
surplus  or  so-called  “ profit,”  whichever  is 
the  greater  is  not  reasonable,  and  should  be 
replaced  by  an  option  of  charging  the  in- 
vestment income  less  the  expenses,  or  the 
amount  retained  by  the  proprietary  body, 
whichever  is  the  greater. 

27,493.  (23)  In  connection  with  conclusion  (e)  in  the 
preceding  paragraph,  there  is  a special  point  to  be 
considered  in  those  cases  of  “ordinary”  Life  As- 
surance, where  there  exists  a Foreign  Life  Assurance 
Fund.  It  may  be  said  that,  in  practically  all  cases  of 
“ordinary”  Life  Assurance,  the  investment  income, 
less  the  expenses,  exceeds  the  surplus  or  so-called 
“profit.”  Where,  however,  there  is  a Foreign  Life 
Assurance  Fund,  and  any  portion  of  the  investment 
income  of  that  fund  arises  abroad  and  is  retained 
abroad,  or  arises  from  certain  British  Government 
securities  issued  during  or  in  connection  with  the 
war,  or  arises  abroad,  and  is  remitted  to  the  United 
Kingdom,  and  is  invested  in  such  securities,  such 
investment  income  is  exempt  from  tax,  and  the  allow- 
ance in  respect  of  expenses  of  management  is  re- 
stricted in  a corresponding  measure  (Income  Tax  Act, 
1918,  Rules  applicable  to  Case  IV.,  Schedule  D, 
No.  2 ( b ) ; Rules  applicable  to  Case  V,  Schedule  D, 
No.  3 (6);  section  46  (2)  and  (3);  section  33  (5).)  It 
so  happens  that  in  some  such  cases  when  the  Foreign 
Life  Assurance  Fund  is  considerable,  the  liable  in- 
vestment income,  less  the  allowable  expenses,  is  less 
than  the  surplus  or  so-called  “profit”  of  the  com- 
pany. In  such  an  event,  under  the  existing  option, 
the  surplus  or  so-called  “ profit  ” is  adopted  as  the 
basis  of  the  assessment,  although  it  equally  has 
reference  to  the  foreign  as  well  as  the  home  business, 
and  although  a portion  of  it  is  allotted  to  the  foreign 
policyholders.  In  other  words,  whilst  the  existing 
law  gives  effect  to  the  view  that  it  is  not  reasonable 
to  tax  the  income  on  the  invested  premiums  of  a 
foreign  policyholder,  who  makes  his  proposal  to  and 
receives  his  policy  from  a branch  or  agency  abroad, 
if  those  premiums  are  invested  abroad  and  the  income 
derived  from  them  is  kept  abroad,  or  if  the  premiums 
would  have  been  invested  abroad  and  the  income  kept 
abroad  except  for  the  special  indemnity  granted  to 
encourage  subscriptions  to  certain  British  Govern- 
ment loans,  it  does  not  afford  a similar  relief  to  the 
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portion  of  the  surplus  or  so-called  “ profit  ” that  is 
credited  to  policies  in  the  Foreign  Life  Assurance 
Fund,  when  the  option  of  charging  tax  on  the 
“profit7’  has  been  exercised. 

27.494.  (24)  It  has  been  pointed  out  that  the  so- 
called  “ profit  ” is  not  in  itself  a reasonable  basis  of 
charge,  and  that  its  only  reasonable  use  for'  Income 
Tax  purposes  is  for  determining  whether  the  amount 
retained  by  the  proprietary  body  is  in  excess  of  the 
investment  income  less  the  expenses.  The  expressed 
intention  of  the  law  to  exempt  the  investment  income 
of  the  Foreign  Life  Assurance  Fund  is  inconsistent 
with  the  idea  of  charging  that  income  in  any  other 
shape,  and  there  is  nothing  of  a chargeable  nature 
that  arises  in  connection  with  that  fund  beyond  its 
investment  income.  It  is  suggested,  accordingly, 
that  there  is  no  necessity  to  make  any  exception 
or  reservation  as  regards  conclusion  (e)  in  paragraph 
22  with  the  object  of  continuing  the  existing  rather 
anomalous  position  in  such  cases.  It  would  appear, 
however,  that  the  existing  law  carries  rather  too  far 
the  exemption  of  the  investment  income  of  a Foreign 
Life  Assurance  Fund.  There  seems  no  reason  why 
any  portion  of  that  income/  less  expenses,  that  is 
received  by  the  United  Kingdom  policyholders  or  the 
proprietary  company  (if  any)  should  not  be  brought 
into  assessment;  although  it  would  almost  always  be 
necessary  to  arrive  at  the  amount  of  that  portion 
on  the  basis  of  an  estimate. 

27.495.  (25)  It  will  be  convenient  to  consider 
briefly  certain  subsidiary  points  in  the  evidence  given 
on  behalf  of  the  Life  Offices’  Association  in  connection 
with  the  basis  of  assessment. 

27.496.  (26)  It  is  apparently  suggested  that  it  is 
incongruous  to'  assess  on  the  basis  of  the  investment 
income  less  expenses  of  management,  and  at  the 
same  time  effectively  to  charge  the  income  from  fines, 
fees  and  profits  arising  from  reversions,  by  deducting 
these  from  the  expenses  in  making  the  allowance. 

27.497.  (27)  It  has  been  submitted  in  the  fore- 
going paragraphs  that  apart  from  certain  minor 
matters,  the  real  income  is  the  income  derived  from 
the  investments,  and  that  in  effect  this  income,  after 
deducting  the  expenses  of  management,  ultimately 
reaches  the  policyholders  and  the  proprietary  body, 
if  any.  A source"  of  income' additional  to  the  invest- 
ment income  is  the  income  received  from  fines  and 
fees,  and  it  is  submitted  that  it  does  not  conflict,  but 
is  in  harmony  with  the  principles  that  should  govern 
the  Income  Tax,  that  this  additional  source  of  income 
should  be  charged  as  well  as  the  main  income  which 
is  derived  from  investments. 

27.498.  (28)  As  regards  profits  arising  from  rever- 
sions, these  are  essentially  part  of  the  investment 
income,  and  the  considerations  that  go  to  show  that 
the  investment  income,  less  the  expenses,  forms  a 
proper  basis  of  charge,  apply  in  all  respects  to  the 
income  arising  from  reversions.  There  is  no  differ- 
ence in  essence  between  the  profit  derived  from  pur- 
chasing a reversion  and  that  derived  from  purchasing 
a Treasury  Bill.  The  difference  is  merely  one  of 
detail  and  rests  mainly  on  the  facts  that  whilst  a 
Treasury  Bill  matures  on  a fixed  date,  the  date  of 
maturity  of  a reversion  is  in  many  cases  uncertain, 
as  for  example,  in  the  case  of  a reversion  depending 
on  the  cessation  of  a human  life ; and  whilst  a 
Treasury  Bill  is  redeemable  by  a fixed  sum,  securities 
in  reversion  may  suffer  depreciation  between  the 
time  of  purchase  of  the  reversionary  interest  and  the 
time  when  it  falls  into  possession.  . Such  deprecia- 
tion is,  however,  allowed  for  in  arriving  at  the  profit 
derived  from  the  reversion.  Neither  in  the  case  of 
the  Treasury  Bill,  nor  of  the  reversion,  is  service 
rendered.  The  profit  is  wholly  income  from  an  invest- 
ment, and  it  is  considered  that  no  charge  based  on 
the  income  from  investments  would  be  defensible  if 
it  omitted  such  a source  of  investment  income. 

27.499.  (29)  It  has  also  been  suggested  that  an 
inequality  appears  on  comparing  the  basis  of  assess- 
ment of  a bank  with  that  of  a Life  Assurance  com- 
pany, in  that  a bank  is  permitted  to  deduct  interest 
paid  on  deposits  from  its  income  from  War  Loans  if 
the  remaining  untaxed  profits  are  insufficient  to  pro- 
vide for  the  full  deduction  of  the  interest  paid  on 
deposits,  whilst  a Life  Assurance  company  is  not 


permitted  to  deduct  from  its  investment  income  the 
portion  that  is  necessarily  credited  to  policyholders. 

27.500.  (.30)  It  is  submitted,  however,  that  there 

is  no  inequality  in  fact  inasmuch  as  the  bank 
depositors  are  chargeable  in  respect  of  the  interest 
they  receive,  whilst  the  policyholders  of  a Life  Assur- 
ance company  are  not.  It  is  merely  an  instance  of 
the  application  of  taxation  at  the  source  in  a case 
where  it  is  most  convenient,  and  where  the  alternative 
would  be  most  inconvenient,  and  the  application  of 
direct  taxation  of  the  individual  in  an  exceptional 
case  where  taxation  at  the  source  would  have  extreme 
inconvenience.  , 

27.501.  (31)  This  statement  has  so  far  proceeded 
on  the  assumption  that  a Life  Assurance  company 
does  not  engage  in  the  business  of  selling  life 
annuities.  It  is,  of  course,  the  case  that  many  of 
the  companies  do  engage  in  that  business,  and  it  is 
necessary  to  consider  what  difference  that  fact  makes 
to  the  conclusions.  Just  as  in  the  case  of  life  policies, 
the  only  income  earned  in  the  annuity  fund  is  the 
investment  income.  The  annuitants  collectively  may 
be  regarded  as  receiving  back  the  considerations  they 
have  paid,  and  the  major  portion  of  the  interest 
earned  by  their  investment.  The  remainder  of  the 
interest  may  be  regarded  as  retained  by  the  company 
and  as  constituting,  after  deducting  the  expenses, 
the  profit  derived  from  selling  annuities..  Where  the 
company  is  mutual,  the  interest  so  retained  is  ulti- 
mately received  by  the  participating  policyholders. 
Where  the  company  is  proprietary,  the  interest  so 
retained  is  ultimately  received  by  the  proprietary 
body,  or  is  divided  between  the  proprietary  body  and 
the  participating  policyholders,  if  the  terms  of  their 
policies  entitle  them  as  is  usually  the  case  to  share 
in  the  surplus  derived  from  all  the  life  business, 
including  the  annuity  business. 

27.502.  (32)  It  is  clear  that  this  profit  derived 

from  selling  annuities,  whether  received  by  the 
participating  Life  Assurance  policyholders,  or  by  the 
proprietary  body,  is  profit  in  respect  of  which  they 
should  pay  tax.  ' . 

27.503.  (33)  At  present,  when  a Life  Assurance 
company  is  charged  on  the  basis  of  investment 
income  less  expenses,  it  escapes  from  paying  tax  on 
this  profit.  Although  the  investment  income  on  which 
it  is  charged  includes  the  investment  income  of  the 
annuity  fund,  the  company  recovers  the  tax  on  the 
investment  income  of  the  annuity  fund  by  deduct- 
ing it  when  it  accounts  to  the  Revenue  for  the  tax 
which  it  deducts  from  the  annuities,  as  an  inter- 
mediary in  the  collection  of  tax  from  the  annuitants. 
Thus,  the  company  is  left  paying  tax  on  the  invest- 
ment income  of  the  life  policy  fund  less  the  expenses 
of  management  of  both  life  policies  and  annuities. 
It  is  submitted  that  it  should  be  left  paying  tax  on 
the  investment  income  of  the  life  policy  fund  less 
the  expenses  of  management  of  the  life  policy  fund, 
plus  the  net  profit  derived  from  selling  annuities, 
or  alternatively  on  the  investment  income  of  to®11*® 
policy  fund  less  the  expenses  of  management  of  botn 
life  policies  and  annuities  plus  the  gross  profit 
(i.e.  before  deducting  expenses)  of  selling  annuities. 

27.504.  (34)  It  is  suggested  accordingly,  that  if  the 
charge  no  a Life  Assurance  company  that  sells 
annuities  is  based  on  all  the  investment  income  less  all 
the  expenses  of  management,  there  should  be  deducted 
in  arriving  at  those  expenses,  not  only  income  from 
fines,  fees  and  profits  arising  from  reversions,  as  at 
present,  but  also  the  gross  profits  arising  from  selling 
annuities. 


27,505.  (35)  In  any  discussion  of  amendments  of 
the  law  that  may  be  necessary  to  provide  a reasoned 
and  sound  basis  for  the  assessment  of  Life  Assurance 
companies,  a special  point  arises  in  the  case  of  a com- 
pany that  transacts  both  “ordinary”  and  indus- 
trial” business.  The  two  funds  are  distinct,  and 
whilst  in  the  “ ordinary  ” branch  the  investment 
income  will  almost  always  be  found  to  exceed  the 
expenses,  in  the  “industrial”  branch  the  expenses 
almost  always,  exceed  the  investment  income.  the 
policy  holding  interests  in  the  two  branches  are  dis- 
tinct. In  the  “ordinary  ” branch  the  investment 
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income,  less  expenses,  goes  to  the  “ordinary”  policy- 
holders, except  as  regards  any  portion  that  goes  to 
the  proprietary  body.  In  the  “industrial”  branch, 
there  is  no  excess  of  investment  income  over  expenses 
to  go  to  the  “industrial”  policyholders,  and  any 
amount  that  reaches  the  proprietary  body  from  the 
fund  of  that  branch  is  derived  from  the  premiums  paid 
by  the  industrial  policyholders. 

27.506.  (36)  It  follows  that  the  only  sound  basis 
of  an  Income  Tax  charge  in  such  a case  is  that  the 
charge  should  cover:  — 

(a)  the  interest  less  expenses  of  the  “ordinary” 

branch  which  is  divided  between  the 
“ordinary”  policyholders  and  the  pro- 
prietary company;  and 

(b)  the  amount  retained  by  the  proprietary  com- 

pany from  the  “industrial”  branch. 

In  other  words,  the  basis  of  assessment,  which  this 
statement  attempts  to  show  to  be  the  only  sound  basis, 
requires  separate  application  to  the  “ordinary” 
branch  and  to  the  “ industrial  ” branch,  otherwise  the 
resultant  assessment  would  become  unsound  and 
meaningless. 

[ This  concludes  the  evidence-in-chief.'] 

27.507.  Mr.  Pretyman : You  have  been  good 

enough  to  send  in  your  evidence-in-chief,  which 
has  been  before  us  all,  and  which,  if  I may  say  so, 
is  very  clear  and  interesting.  We  shall  not  ask 
you  to  repeat  that  now,  but  if  there  is  anything  you 
have  omitted  which  you  would  like  to  add,  we  shall 
be  quite  ready  to  hear  it;  if  not,  I shall  ask  the 
Commissioners  to  examine  you  and  you  will  be  pre- 
pared, no  doubt,  to  answer  any  question  the  Com- 
missioners will  put  to  you? — Thank  you.  I think,  as 
to  anything  else  that  I might  have  to  say,  perhaps, 
it  would  be  more  convenient  if  you  would  allow  me 
to  say  it  in  connection  with  any  answer  that  I 
should  give. 

27.508.  It  will  be  brought  out  probably  in  the 
questioning,  but  if  at  the  end  of  your  evidence 
there  is  any  point  which  you  think  has  not  been 
brought  out,  and  which  you  wish  to  add,  we  shall 
be  only  too  pleased  to  hear  it? — Thank  you. 

27.509.  Mr.  Marks:  I have  made  some  notes  on 
questions  of  detail  that  I thought  I would  ask 
you,  but  I think  on  the  whole  that  would  prolong 
your  examination  too  much,  and  I do  not  know 
that  they  are  very  important,  because  I think  what 
we  both  want  to  address  ourselves  to  is  the  question 
of  principle.  I do  not  think  I shall  have  to  ask 
you  any  questions  on  points  of  detail,  but  if  I do  not 
do  so  you  must  not  assume  that  I,  or  any  of  the 
other  Commissioners,  accept  all  your  statements  on 
matters  of  detail.  Referring  to  the  information 
which  you  gave  me  on  the  subject  of  investment 
companies  at  the  last  sitting,  I understand  that  you 
divide  them  into  two  classes  which  you  call  invest- 
ment trust  companies  and  financial  companies 
respectively,  the  former  being  taxed  on  their  invest- 
ment income,  as  you  call  it,  less  expenses,  while 
the  latter  are  taxed  on  the  balance  of  their  profit 
and  loss  account,  which  includes  profit  or  loss  on 
realization  of  investments;  is  that  so? — That  is  so, 
with  this  proviso,  that  if  the  interest  on  investments 
exceeds  the  profit,  the  interest  on  investments  is 
equally  the  basis  of  assessment  of  the  financial  com- 
pany. 

27.510.  That  is  to  sav,  that  in  principle  the 
methods  applied  both  to  the  Life  Office  and  the 
investment  company  are  the  same? — To  the  Life  Office 
and  the  financial  investment  company. 

27.511.  To  the  Life  Office  and  the  financial  company 
I will  call  it;  they  are  the  same? — Yes. 

27.512.  Do  you  know  any  instance  where  that 
happens,  that  is  to  6ay,  where  they  are  taxed  on 
their  investment  income  less  expenses?  Do  you 
know  any  instance  where  any  financial  company  is 
so  taxed? — Yes,  there  would  certainly  be  cases  where 
that  happens. 

27.513.  In  the  first  paragraph  of  the  Annexe  to 
your  third  paper  you  say  that  the  essence  of  the 
business  of  Life  Assurance  is  investment.  Do  you 
think  it  arguable  that  protection  against  risk,  as 


in  any  other  form  of  insurance,  is  the  main  element 
in  the  business? — No,  I think  the  essence  of  the 
business  is  investment;  I think  that  the  protection 
is  purely  a question  of  distribution. 

27.514.  If  investment  is  tho  essence  of  the 
business  of  Life  Assurai.se,  why  should  not  a Life 
Assurance  company  be  taxed  on  the  same  basis  as  a 
financial  company,  if  the  circumstances  warrant  it? 
— Do  you  mean  by  that  that  it  should  be  charged  on 
the  basis  of  its  profits? 

27.515.  Ye6? — Instead  of  its  investment  income, 
less  expenses,  if  the  circumstances  warrant  it,  that 
is  to  say,  if  the  profits  are  greater  than  the  interest, 
less  expenses  ? 

27.516.  Yes.  Taking  into  account  profits  and 
losses  on  realization  of  investments? — That  is  to  say, 
as  they  are  charged  to-day,  if  the  profits  exceed  the 
investment  income,  less  the  expenses? 

27.517.  I do  not  think  they  are,  as  a matter  of 
fact,  because  the  circumstances,  as  far  as  I know,  are 
never  such  as  to  warrant  it? — Well,  they  are  in 
some  cases.  It  would  not  often  occur  in  the  case 
of  ordinary  Life  Assurance,  but  it  does  occur  in 
some  cases. 

27.518.  It  must  be  in  a very  small  proportion, 
surely? — It  is  a very  small  proportion  of  ordinary 
funds,  but  it  happens  with  practically  all  industrial 
funds. 

27.519.  I think,  perhaps,  it  would  be  just  as  well  to 
explain  to  the  Commission  at  this  moment  that,  in 
speaking  of  the  ordinary  Life  Offices,  you  mean  offices 
which  do  “ ordinary  ” Life  Assurance  business  as 
against  offices  which  do  “ industrial  ” Life  Assurance, 
industrial  Life  Assurance  being  the  small  business 
which  is  done  by  offices  like  the  Prudential  where  the 
premiums  are  collected  at  so  much  a week.  Assuming 
that  the  law  had  not  decided  that  a mutual  Life  Office 
does  not  make  profits,  would  not  the  method  of  taxa- 
tion on  profits  be  even  more  evidently  the  proper 
method  in  the  case  of  a mutual  office,  on  your  theory 
that  the  essence  of  insurance  is  investment? — Because 
I consider  that  the  essence  of  the  business  is  invest- 
ment, I say  that  the  investment  income,  less  the 
expenses,  is  the  natural  and  proper  basis  for  the 
charging  of  Income  Tax.  That,  I think,  refers  both 
to  a mutual  Life  Office  and  to  a proprietary  Life 
Office. 

27.520.  In  paragraph  3 of  the  Annexe  you  speak 
of  “ such  minor  matters  as  fines  and  fees  and  profits 
on  realization  of  investments.”  You  would  not  in- 
clude fines  and  fees  in  investment  income,  even  if 
you  include  profits  on  realization  of  investment, 
would  you? — Fines  and  fees  I certainly  do  not  in- 
clude as  income  from  investments,  but  I say  that 
they  are  sources  of  income,  additional  to  the  income 
from  investments,  which  should  be  charged. 

27.521.  We  shall  probably  come  to  that  later. 
They  are,  as  a matter  of  fact,  taxed  now,  are  they 
not? — They  are  taxed  at  present. 

27.522.  And  you  explain  that  it  is  on  the  principle 
that  they  are  profits  outside  the  profits  of  an  invest- 
ment income? — Yes,  they  are  profits  or  income 
additional  to  the  investment  income. 

27.523.  You  include  profits  on  realization  in  the 
minor  matters.  I do  not  want  to  over-emphasize  the 
matter,  but  you  realize  that  the  profits  might  be 
very  important? — May  I ask  where  you  are  reading 
from  at  the  moment? 

27.524.  Paragraph  3 of  the  Annexe  to  your  third 
paper:  “Apart  from  such  minor  matters  as  fines, 
fees,  and  profits  on  realization.”  You  do  realize  that 
they  might  be  very  important? — The  profits  on 
realization  of  investments  are  very  important,  I 
quite  agree,  but  I say  so  long  as  we  charge  on  the 
basis  of  interest  on  investments  neither  profits  nor 
losses  on  investments  are  taken  into  account. 

27.525.  My  difficulty,  rather,  is  to  see.  if  you 
maintain  that,  on  principle,  fines  and  fees  s^ou]“ 
be  liablle  to  tax,  why  profits  on  realization  should 
not  also  be  taxed? — The  reason  is  that,  m the 
circumstances  I have  just  mentioned,  we  liken  a. 
Life  Assurance  company  to  an  investment  trust 
company  and  not  to  a financial  investment  oom- 

^ 27,526.  That  is  rather  important,  I think?  Yes. 
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27.527.  Why  do  you  liken  it  more  to  the  invest- 
ment trust  company  than  to  the  financial  company? 
— ' When  I say  we  liken  it,  I mean  that  the  Act 
likens  it  in  this.  Although  the  profits  ot  losses  on 
realization  are  brought  into  account  in  calculating 
its  profits,  if  the  income  from  investments,  less  the 
expenses  is  greater  than  the  profits,  then  the  profits 
or  losses  on  realization  of  investments  are  not  taken 
into  account. 

27.528.  Yes,  but  I think  it  is  probable,  is  it  not, 
at  any  rate  in  these  days,  that  profits  on  realization 
are  probably  a very  important  item  in  determining 
the  taxable  basis  of  the  financial  company,  we  will 
say,  even  more  so,  probably,  than  interest? — If  that 
be  so,  the  result  will  be  that  the  profits  of  the 
financial  company  will  be  greater  than  its  interest 
income  less  the  expenses,  and  so  we  should  charge 
the  profit  which  includes  the  profit  on  realization 
of  the  investments. 

27.529.  Would  you  agree  that  the  basis  of  a Life 
Assurance  business  is  nearer  that  of  the  financial 
company  than  of  the  investment  trust  company, 
inasmuch  as  the  Life  Assurance  business  does  bring 
into  account  its  profits  and  losses  on  realization,  and 
must  do  so? — I should  be  quite  content  to  take  the 
view  that  it  is  nearer  than  the  investment  trust 
company,  but  I say  that,  unless  the  existing  position 
is  altered,  if  the  charge  is  on  interest,  less  expenses, 
then  we  have  nothing  to  do  with  profits  or  losses  on 
realizations. 

27.530.  But  it  has  a bearing  on  whether  the  Life 
Assurance  office  should  be  charged  on  both? — Tt  has 
a bearing,  yes,  but  I think  there  is  something 
radically  different  between  the  position  of  a Life 
Assurance  company  and  the  position  of  what  we  are 
calling  a financial  investment  company,  and  that 
is  this : that  if  you  had  a financial  investment  com- 
pany whose  credits  consisted  practically  entirely  of 
interest  on  investments  and  whose  debits  consisted 
of  expenses,  and,  we  will  say,  interest  on  debentures 
or  to  depositors,  and  the  balance  of  its  profits 
aooordingly  was  the  profit  after  deducting  the  ex- 
penses and  that  interest,  then  for  Income  Tax  pur- 
poses, in  order  to  arrive  at  the  assessable  profits  of 
that  company,  we  should  take  its  balance  of  profits 
and  we  should  add  on  the  interest  which  is  debited. 
Now,  in  order  to  liken  that  to  the  case  of  a Life 
Assurance  company,  if  one  were  to  work  on  the 
balance  of  profit  as  shown  by  its  valuation  to  get 
the  exact  analogy  to  the  position  of  a financial 
investment  company,  one  would  have  to  add  on  to 
that  profit  the  interest  which  had  been  debited  in 
arriving  at  that  profit;  in  other  words,  one  would 
have  to  add  the  interest  which  has  been  credited 
to  policies. 

27.531.  Is  that  in  connection  with  that  rule  in 
Schedule  D ? — Yes. 

27.532.  But  that  is  a purely  artificial  provision, 
I maintain? — I am  merely  showing  you  that  in 
order  to  get  this  similarity  in  principle  between  the 
two  concerns,  the  Life  Assurance  company  and  the 
financial  investment  company,  one  would  have  to 
take  the  profit  as  shown  by  the  valuation  account 
and  add  on  the  interest  credited  to  the  policies. 
The  result  would  be  that  you  would  get  a sum  which 
would'  exceed  the  interest,  less  the  expenses,  because 
it  would,  in  fact,  include  all  the  interest,  less  ex- 
penses, plus  a part  of  the  premiums. 

27.533.  Yes;  that  is  on  your  general  theory  as  to 
the  proper  method  of  valuing  • Life  Assurance 
business,  I take  it?— -No,  not  on  a theory.  I am 
simply  showing  how  alone  you  could  get  any  analogy 
between  the  assessable  profits  of  a financial  invest- 
ment company  and  the  assessable  profits  of  a Life 
Assurance  company,  if  you  started  by  saying  that 
the  balance  of  profit  of  a financial  investment  com- 
pany was  comparable  with  the  balance  of  profit,  as 
shown  from  the  surplus  on  the  valuation  account  of 
the  Life  Assurance  company. 

27.534.  I do  not  know  that  it  is  very  important, 
really,  because  you  say  that  the  financial  company 
is,  as  a matter  of  fact,  taxed  on  its  investment 
income,  less  expenses,  or  on  its  profits  made  up  on 
the  usual  prinicples  of  a trading  account,  whichever 
is  the  greater ?■ — But  what  exactly  do  you  mean  by 
“on  the  usual  principles  of  a trading  account”? 
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27.535.  The  balance  as  shown  by  the  balance  sheet 
on  a valuation  of  its  assets  and  liabilities,  bringing 
into  account  the  balance  of  its  revenue  account  for 
the  year? — No,  that  is  not  quite  the  point.  The 
comparison  between  investment  income  and  profits 
in  the  case  of  what  we  are  calling  a financial  invest- 
ment company  is  a comparison  between  the  invests 
ment  income,  less  the  expenses,  and  the  balance  of 
profits  shown  by  the  revenue  account  after  adding 
back  any  interest  which  is  debited  in  the  revenue 
account. 

27.536.  Is  that  the  principle  which  is  applied  to 
a financial  company? — That  is  so;  I should  just 
like  to  say,  so  that  no  mistake  shall  arise  in  public 
fin  this  matter — — 

27.537.  Forgive  me  one  moment,  I think  perhaps 
it  would  tend  to  greater  clearness  and  would  save 
time  if  you  would  be  kind  enough'  just  to  make  up 
a fictitious  account  on  the  lines  which  you  have 
indicated  and  hand  it  in  to  the  Commission;  it 
could  then  be  read  in  connection  with  the  answers 
which  you  gave  last  time? — I will  do  so  with 
pleasure.  May  I just  complete  what  I was  saying? 
In  speaking  of  a financial  investment  company,  I 
want  it  to  be  quite  clear  that  I am  speaking  of 
what  is  a pure  investment  company,  except  that 
it  takes  power  to  treat  its  profits  and  losses  on 
realizing  investments  as  part  of  its  revenue  profits 
and  losses.  I am  not  calling  for  this  purpose  a 
financial  investment  company  such  a concern,  I will 
say,  as  an  exploration  and  development  company 
and  finance  company;  that  is  charged  upon  its  in- 
vestment income  without  allowance  for  expenses, 
or  on  its  profits,  whichever  is  greater.  As  a rule, 
in  those  cases  the  profits  are  greater  because  the 
investment  income  does  not  bulk  - so  greatly  as  it 
does  in  a pure  investment  company. 

27.538.  At  any  rate,  if  a Life  Office  were  regarded 
as  a financial  company  whose  main  object  is  invest- 
ment, the  gains  and  losses  would  be  brought  in  to 
increase  o.-  lessen  its  taxable  income? — Yes.  if  the 
income  were  charged  under  the  rules  of  Case  I, 
Schedule  D . 

27.539.  I will  come  to  the  Case  I Schedule  D con- 
sideration later.  With  regard  to  paragraph  4 of  your 
Annexe  that  is  worked  out  on  the  basis  of  a revenue 
account,  is  it  not? — That  is  the  idea. 

27.540.  And  it  would  be  correct  only  in  the  event 
of  the  business  being  worked  out — until  the  last 
policy  dropped — but  it  could  not  possibly  show  the 
position  of  an  office  while  any  of  its'  policies  remain 
in  force? — Clearly  not. 

27.541.  Then  you  say  that  the  ultimate  account 
would  show  the  concern  in  its  true  nature  as  an 
investment  business? — lTes. 

27.542.  I suggest,  although  you  say  that  the 
principle  is  the  same,  it  should  therefore  be  treated 
as  an  investment  business;  you  say  that  it  is?  Yes, 
I say  that  it  is.  I say  that  the  profit  is  in  fact  the 
investment  income  less  the  expenses. 

27.543.  I do  not  see  any  particular  point  in  your 
paragraph  4,  if  I may  say  so,  because  it  appears  to 
me  that  the  position  would  be  exactly  the  same  in  any 
trading  company  which  disposed  of  its  last  item  of 
stock-in-trade,  realized  its  assets  and  paid  off  its 
liabilities,  and  then  made  up  a revenue  account  on 
your  principle,  would  it  not? — Yes.  The  only  point 
I have  in  mind  is  that  it  gets  away  from  these 
periodical  valuation  accounts  which  are  made  to 
show  the  position  at  a point  of  time. 

27.544.  Periodical  valuation  accounts  of  Life 
Offices? — Yes,  to  show  the  position  at  a point  of  time. 
The  account  over  the  whole  duration  of  the  life  of  a 
Life  Assurance  company  would  in  fact  appear  in  this 
way,  and  I think  you  see  the  investment  nature  of 
the  concern  better  from  that  conception  than  from 
having  in  your  mind  a valuation  account. 

27.545.  But  you  do  not  suggest,  do  you,  that  the 
office  should  be  taxed  in  its  last  year,  we  will  say, 
on  the  results  shown  on  the  methods  you  indicate? — 
Which  method  do  you  refer  to? 

27.546.  In  paragraph  4? — I do  not  see  there  that 
I suggested  any  method. 

2 Q 
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27.547.  You  speak  of  the  conception  of  an  account 
drawn  up  on  certain  bases  ? — I only  raise  that  concep- 
tion in  order  to  show  that  if  you  look  at  the  account 
of  a Life  Assurance  office  from  its  start  to  its  finish 
it  does  present  itself  in  the  nature  of  an  investment 
concern. 

27.548.  I asked  you  whether  or  not  you  would 

contend  that  the  result  as  shown  at  the  end  of  the 
period  you  indicate  would  be  a proper  basis  of  taxa- 
tion?— There  would  be  no  balance 

27.549.  One  moment,  is  that  so — that  there  would 
be  no  balance? — No,  I am  assuming  that  the  thing 
had  worked  itself  completely  out,  and  everything 
had  been  distributed. 

27.550.  What  would  you  distribute?  It  seems  to 
me  three  positions  might  arise:  there  might  be  a 
profit,  that  is,  a surplus,  there  might  be  a deficit, 
or  there  might  be  an  equality? — With  regard  to 
what  is  already  distributed  there  would  be  no  actual 
balance  on  the  account.  What  I say  is  whatever  has 
been  distributed  at  any  time  during  the  course  of 
its  existence  has  been  the  interest  earned  on  its  in- 
vestments less  the  expenses,  because  there  is  nothing 
else  of  a revenue  nature  to  distribute. 

27.551.  I will  come  to  that.  You  agree,  do  you 
not,  that  it  is  baseless  to  assume  that  a profit  would 
be  shown  on  the  winding-up  of  a business  on  those 
lines  ? — I am  not  suggesting  that  there  would  be  any 
profits  shown  on  the  winding-up  of  a company  in  that 
way.  I am  assuming  that  there  would  be  no  balance 
left  at  all,  but  I say  whatever  profit  there  has  been 
in  the  account,  and  whatever  profit  has  been  distri- 
buted, has  been  the  interest  income  less  the  expenses. 

27.552.  Mr.  McLintock  : Is  that  not  what  you  mean 
by  the  term  “ profit  ” there,  the  difference  between 
the  two? — Between  the  interest  income  and  the 
expenses. 

27.553.  That  profit  goes  to  the  policyholders ; you 
are  meaning  the  difference  between  the  two? — Yes, 
that  is  so. 

27.554.  Mr.  Marks : My  point  really  was  that  it 
was  not  possible  to  assume  that  there  would  be  an 
equality  at  the  end,  but  I do  not  know  that  it  is 
very  important,  and  I will  not  pursue  it.  You  are 
aware  that,  rightly  or  wrongly,  actuaries  speak  of 
profit  and  loss  on  mortality  in  addition  to  the  other 
sources  of  profit  and  loss,  such  as  interest  income 
and  depreciation  or  appreciation  of  securities  ? — 
Yes. 

27.555.  Do  you  agree  that  there  may  be  a profit 
or  loss  on  mortality  by  reference  to  a standard,  of 
course? — I do  not  agree  for  Income  Tax  purposes 
there  can  he  any  profit  or  loss  on  mortality  except 
so  far  as  something  in  excess  of  the  interest  less  ex- 
penses goes  to  the  shareholders;  then  it  is  a profit 
to  the  shareholders. 

27.556.  I do  not  think  we  need  concern  ourselves 
with  shareholders,  because  everybody  agrees  that  so 
far  as  they  get  any  profits  out  of  the  office  they 
ought  to  be  taxed  on  them? — Yes.  Then  subject  to 
that,  I say  if  we  are  considering  what  is  purely  a 
mutual  concorn  there  is  no  taxable  profit  from 
mortality. 

27.557.  I think  I must  pursue  that  a little  further. 
Assuming  that  an  office  earned  exactly  the  net  rate 
of  interest  which  it  assumed,  spent  in  expenses 
exactly  the  amount  provided  by  the  loading  of  its 
premiums,  experienced  on  balance  no  profit  or  loss 
on  securities,  and  that  the  lives  fall  in  exactly  as 
provided  by  the  table  of  mortality  which  it  assumed, 
there  would  be  no  surplus  or  deficit? — If  they  were 
all  without-profit  policies? 

27.558.  Well,  no.  You  can  assume  that  if  you  like, 
but  it  does  not  really  matter.  I am  really  including 
the  loading  for  bonuses  in  the  expense? — Would  you 
-mind  repeating  the  question? 

27.559.  It  does  simplify  matters  if  you  assume 
that  they  are  all  non-profit  policies,  so  we  can  do 

, that.  Assuming  that  an  office  earned  exactly  the 
net  rate  of  interest  which  it  assumed,  spent  in  ex- 
penses exactly  the  amount  provided  by  the  loading 


of  its  premiums,  experienced  on  balance  no  profit  or 
loss  on  securities,  and  that  the  lives  fall  in  exactly 
as  provided  by  the  table  of  mortality  which  it 
assumed,  there  would  be  no  surplus  or  deficit? — I 
agree. 

27.560.  Assuming  that  it  could  be  shown  that  all 
the  items  just  mentioned,  except  the  last,  that  is 
mortality,  balanced,  if  there  were  then  a deficit  or  a 
surplus,  would  you  agree  that  there  was  a loss  or 
profit  on  mortality? — I should  agree  that  it  should 
not  have  any  effect  on  the  Income  Tax  assessment; 
in  the  parlance  of  actuaries  I should  say  that  there 
was  a loss  or  profit  on  mortality. 

27.561.  Assuming  for  the  moment  that  a Life 
Assurance  office  were  taxed  as  a trading  concern, 
because  the  law  might  be  altered  to  produce  that 
effect,  there  would  be  a taxable  profit  on  mortality, 
or  a loss? — Yes,  I should  agree  that  if  a Life  Assur- 
ance company  were  taxed  upon  the  increase  in  its 
valuation  surplus,  that  would  form  part  of  the  profits 
which  would  be  taxed ; that  is  as  far  as  I could  go. 

27.562.  Quite.  I do  not  want  to  admit  that  without 
being  quite  clear  that  I understand  what  you  mean. 
If  an  office  were  taxed  on  its  actuarial  surplus  I agree 
that  would  include  any  profit  or  loss  which  might 
have  been  made  on  mortality;  is  that  your  point? — 
I agree,  yes. 

27.563.  In  your  paragraph  4 again,  does  it  not 
rather  imply  that  the  proper  method  of  ascertaining 
the  profits  of  a Life  Office  for  the  purposes  of  taxa- 
tion is  to  take  the  revenue  account  and  ignore  the 
balance  sheet,  a position,  of  course,  which  could  not 
be  right  as  long  as  there  were  any  contracts  in  force? 
— I think  it  is  so — subject  to  this  point,  that  we  are 
prepared  to  ignore  the  question  of  shareholders — that 
the  liability  of  a Life  Assurance  company  is  calculable 
entirely  from  its  revenue  account,  because  its  liability 
only  consists  of  its  interest  revenue  less  its  expenses. 

27.564.  Its  liability  to  Income  Tax? — Its  true 
liability  to  Income  Tax  can  only  arise  to  my  mind 
in  that  way,  and  so  in  that  way  it  is  properly  cal- 
culable. 

27.565.  When  you  speak  of  its  true  liability  to 
Income  Tax,  of  course  you  mean  that  the  truth  is 
founded  upon  assumption? — You  refer  to  my  para- 
graph 4? 

27.566.  Yes? — I urge  that  that  is  the  true  liability, 
the  interest  less  the  expenses,  and  for  that  reason, 
because  I consider  it  to  be  the  proper  liability,  I say 
it  is  calculable  from  the  revenue  account. 

27.567.  Is  there  any  other  form  of  enterprise  in 
which  liability  is  calculated  exclusively  from  its 
revenue  account? — Yes,  that  is  so.  The  use  of  a 
balance  sheet  as  an  adjunct  to  the  revenue  account 
is  merely  useful  for  Income  Tax  purposes  in  order  to 
guide  one  as  to  whether  there  may  be  certain  things 
hidden  in  the  revenue  account  or  not  brought  into 
the  revenue  account. 

27.568.  Mr.  McLintock : I say  it  is  always  cal- 
culated from  the  revenue  account  and  not  from  the 
balance  sheet.  It  is  exactly  as  Mr.  Furtado  says; 
the  balance  sheet  is  only  to  show  liability  where  it 
may  be  hidden  up  ? 

27.569.  Mr.  Marks  : I am  not  an  expert  accountant, 
but  it  seemed  to  me  that  you  could  not  properly 
ascertain  the  liability  of  a trading  concern,  as  1 
think  it  has  been  put  .to  us  here  in  evidence,  without 
the  balance  sheet? 

27.570.  Mr.  McLintock : No. 

27.571.  Mr.  Marks : Well,  do  not  let  us  confuse  the 
matter.  I will  not  pursue  that.  Just  one  question 
on  paragraph  5 of  the  Annexe.  How  does  the  method 
of  distributing  the  profits  affect  the  liability  to  taxa- 
tion : is  this  taken  into  account  in  taxing  any  other 
taxpayer  whether  a company  or  individual? — You 
are  referring  to  the  last  sentence  in  paragraph  5 ? 

27.572.  Yes:  “the  main  difference  between  them, 
so  far  as  the  present  consideration  is  concerned  ” (I 
take  it  that  is  the  true  basis  of  assessment)  “ lies  in 
the  method  of  distributing  those  profits  ”P — And  your 
question  is  what? 
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27,57$.  How.  does  the  method  of  distributing  profits 
affect  the  liability  to  taxation? — It  cannot  do  so  in 
any  respect  whatever ; that  is  exactly  my  point. 

27-, 574.  Then  I am  afraid  I misunderstood  your 
paragraph  6:  “the  main  difference,  then,  between  a 
Life  Assurance  Company  and  an  ordinary  investment 
company  is  not  connected  with  the  sources  from  which 
their  teal  profits  are  derived,  nor  with  the  nature  or 
the  measure  of  those  profits.  In  both  cases,  the  source 
is  the  investments,  and  the  measure  is  the  invest- 
ment income  less  the  expenses.  The  main  difference 
between  them,  so  far  as  the  present  consideration  is 
concerned,  lids  in  the  methods  of  distributing,  those 
profits.”  . What  doeS  that  iriea’n? — The  intention  of 
paragraph  5,  whether  it  attains  that  result  or  not, 
is  that  there  is  no  difference  in  the  sources  of  income 
in  the  two  cases,  nor  in  the  measure  of  the  income. 
The  only  difference  is  in  the  method  of  distribution, 
and  it  is  not  implied,  or  intended  to  be  implied, 
that  that  might  affect  the  Income  Tax.  The  expres- 
sion “ so  far  as  the  present  consideration  is  con- 
cerned ” was  intended  to  refer  to  this:  I do  not 
suggest  that  there,  is  no  difference  between  an  invest- 
ment company  and  a Life  Assurance  company  except 
in  its  method  of  distribution.  There  are  all  sorts  of 
other  differences  between  them,  but  they,  have 
nothing  to  do  with  this  consideration. 

27.575.  I am  still  rather  at  a loss.  Is  the  present 
Consideration  to  which  you  refer,  the  Consideration  of 
the  basis  of  assessment? — It  is  the  liability  of  Life 
Assurance  companies  and  investment  companies  to 
Income  Tax. 

27.576.  That  is  the  basis  of  assessment,  is  not  it? — 
The  whole  question  of  their  liability.  May  I just 
explain ; I think  I oan  clear  your  mind,  if  I may.  I 
recognize  that  there  is  a wide  difference  between  an 
investment  company  and  a Life  Assurance  company 
ifa  all  sorts  of  ways  of  this  kind : a man  goes  into  an 
investment  company  and  he  is  seeking  a profit  on  his 
individual  investment  and  anything  that  he  gets  is 
calculable  exactly  by  hTs  individual  subscriptions.  In 
the  case  of  an  insurance  company  the  circhmstances 
are  altogether  different.  He  does  net  get  any  share  of 
the  intorest  in'coVne  less  the  expenses  by  reference 
merely  to  his  individual  investment ; that  is  one 
difference. , 

27,577 r Well-,  I could  not  admit  that,  but  never 
mifid  ? — There  are  many  other  differences. 

27,578.  Yes,  I agree;  I db  hot  think  you  need 
pursue  It?- — I ftiean  thbre  are  many  differences  which 
have  nothing  to  do  frith  this  point  at  all,  but  the 
main  difference  So  far  as  this  consideration  is  con- 
cerned. is  simply  that  the  income,  although  measured 
in  the  same  way,  is  differently  distributed. 

27,679.  You  really  mean  that  it  is  another  method, 
and  in  your  view  the  most  striking  method,  of  dis- 
tinguishing between  a Life  Assurance  company  and 
a financial  company? — I am  not  quite  clear.  I am 
not  distinguishing.  I say  that  a Life  Assurance  com- 
pany and  the  ordinary  investment  company  earn  their 
profits  from  exactly  similar  sources  and  their  profits 
are  measured  in  exactly  the  same  way,  but  the  real 
difference  between  them  is  that  they  distribute  those 
profits  in  different  ways. 

27,580.  Let  us  leave  it  at  that.  So  far  we  have 
been  looking  at  the  Life  Office  as  the  taxable  entity, 
but  I gather  from  your  evidence-in-chief  that,  in  your 
view  and  that  of  the  Inland  Revenue,  the  present 
method  of  taxing  Life  Assurance  offices  is  an  attempt 
to  tax.  at  the  source  the  individual  policyholders 
through  the  company,  which  is  the  legal  person  on 
which  the  tax  is  imposed;  is  that  so? — We  consider 
that  in  effect  that  is  the  case. 

27*581.  That  it  is  the  object  of  the  Inland  Revenue 
to  get  at  the  individual  policyholder? — In  effect  that 
is  the  resuit  whatever  the  object  is.  It  is  quite 
clear  that  it  is  the  individual  policyholder  in  the  end 
frho  bears  the  tax,  and  that  the  result  of  the  tax  is 
to  charge  the  policyholder  through  the  company. 

27,582.  Who  is  the  political  head  of  your  Depart- 
ment in  the  Government,  the  Chancellor  of  the 
Exchequer ?— The  political  head  would  be  the  Chan- 
cellor of  the  Exchequer. 


27.583.  I suppose  any  dicta  of  any  Chancellor  on 
point's  shell  as  those  would  have  weight  with  the 
Departihent  ?- — I cknriot  guarantee  that  in  advance. 

27.584.  Do  yoh  mean  whether  it  agrees  with  your 
View  of  not- — it  is  rather  important?  So  recently  as 
1916,  when  Mr.  McKenna  was  Chancellor  of  the 
Exchequer,  this  point  came  up  at  an  interview  Which 
Several  representatives  of  the  Life  ‘Offices  had  frith 
him  at  the  Treasury,  when  not  only  Mr.  McKenna 
was  there  but  Mi-.  Montagu,  Sir  Edmund  Nott-Bower, 
Sir  John  Bradbury,  Mr.  Warren  Fisher,  and  Mr. 
Hamilton.  The  Chancellor  of  the  Exchequer  then 
said  without  'contradiction — I do  not  know  whether 
that  is  merely  a question  of  etiquette  or  whether 
the  dicta,  were  approved— “ th‘6  method  of  assessing 
Ihcbme  Tax  on  the  Life  Assurance  companies,  in 
order  to  bring  it  into  line  frith  the  theory  upon  which 
the  tax  IS  aSseSsed,  namely,  that  it  shall  fall  upon 
the  individual  ” — -the  Chancellor  said  there : “ that  is 
not  the  principle  of  the  Income  Tax.”  Further  he 
said:  “the  moment  I am  put  in  the  position  of 
following  the  Income  Tax  into  the  hands  of  the  Second 
earner  I shall  be  pushed  into  all  sorts  of  arguments 
to  trace  the  Income  Tax  hack  and  back  into  remoter 
places.  Upon  the  other  point,  to  show  the  difficulty 
in  relation  to  the  absurdity  of  claiming  to  get  behind 
the  first  liability  to  taxation,  the  liability  imposed 
by  Parliament  upon  a corporation  or  firm  ” — again 
he  refers  to  the  principles  of  taxation  with  regard  to 
the  individual  or  firm.  So  that  I may  not  have  to 
refer  to.  it  again,  I just  waited  one  of  two  other 
things  that  he  said  in  this  direction.  He  said:  “ it 
is  quite  legitimate  for  you  to  say  to  me  that  the 
whole  question  of  the  incidence  of  Income  Tax  of  Life 
Societies  ought  to  be  the  subject  of  revision  and  I am 
not  prepared  to  deny  it,”  and  he  said : “ I realize  to 
the  full  the  strength  of  your  case;  I quite  appreciate 
it  ” — that  is  only  just  by  the  way ; that  is  very  much 
in  contradiction  of  your  view,  Is  it  not? — I think 
not.  I should  say,  having  heard  your  quotations, 
that  we  should  attach  very  great  weight  to  all  those 
things,  but  I think,  after  all,  that  all1  you  have  is 
that  the  Chancellor  has  pointed  out  to  a deputation 
that  the  principle  of  the  Income  Tax  is  taxation  at 
the  source.  He  could  not  possibly  have  meant  that 
taxation  at  the  source  was  not  ultimately  borne  by  the 
individual,  because  it  is  obvious  that  it  must  be. 

27.585.  No,  I do  not  think  he  did  mean  that.  I 
think  what  he  meant  was,  that  the  law  imposes  the 
charge  on  the  company  or  corporation,  the  legal 
person,  and  that  is  the  matter  and  the  sole  matter 
which  arises  between  the  Inland  Revenue  and  the 
company? — Yes. 

27.586.  There  is  another  consideration  which  arises 
between  the  policyholder  in  the  case  of  the  Life 
Offices,  and  the  shareholder  in  the  case  of  an  ordinary 
industrial  company  or  trading  company,  but  that  is 
a question  for  settlement  between  the  individual 
taxpayer  and  the  Revenue  ?— That  is  normally  the 
case,  but,  of  course,  that  raises,  I agree,  very  great 
difficulties  in  the  case  of  a policyholder,  who  does  not 
get  his  dividend  or  his  interest  yearly. 

27.587.  I am  coming  to  that.  Just  incidentally, 
the  theory  which  I have  indicated  is  quite  in  accord- 
ance with  the  legal  decisions  which  no  doubt  are 
familiar  to  you.  The  Mersey  Docks  v.  Lucas  find 
The  New  York  Life  v.  Styles,  1 think,  decided  that 
when  the  profits  have  once  been  ascertained  the 
destination  of  them  does  not  matter  for  the  purposes 
of  taxation?— That  is  so,  but  in  mentioning  the 
question  of  the  entity  for  taxation  I think  one  ought 
to  bear  in  mind  that  a Life  Assurance  company  is, 
after  all,  a little  different  from  an  ordinary  concern, 
because  in  the  case  of  a Life  Assurance  company  the 
tax  upon  the  coiripany  is  on  something  frhich  includes 
not  merely  the  company’s  profits  but  its  customers’ 
profits  as  well. 

27.588.  I will  hot  argue  that;  I will  just  take  you 
on  my  own  lines.  Do  you  compare  the  position  of  a 
policyholder  with  that  of  a shareholder  in  a financial 
or  trading  oompahy — I take  it  notr—  I think  they  are 
different. 

27.589.  In  what  way  do  you  think  they  are 
different?— I think  in  the  first  place  that  the  policy- 
holder  is  not  necessarily  a member  of  the  company, 
whereas  tho  shareholder  is. 
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27.590.  Well,  he  might  be  in  a mutual  office? — He 
may  be  a member  then  ; he  is  a-  constituent  then,  but 
he  is  not  necessarily  a constituent  in  every  Life  Office. 

27.591.  But  there  are  Life  Offices,  even  proprietary 
Life  Offices,  in  which  the  policyholders  are  members 
to  the  extent  that  they  have  certain  rights  in  the 
direction  of  the  company? — Yes,  but  the  point  I wish 
to  make  is  that  the  law  has  taken  the  basis  of  charge 
rather  farther  with  a Life  Assurance  company  than  it 
has  with  an  ordinary  ooncern.  I know  of  no  other 
concern  where  the  profits  of  a person  with  whom  the 
company  oontracts  are  included  with  the  profits  of 
the  company  itself.  I would  make  that  slight  dis- 
tinction— I do  not  know  that  it  is  a distinction  in 
essence,  but  it  is  a distinction. 

27.592.  Well,  I think  it  is  rather  an  important 
distinction,  and  I think  that  admission  on  your  part 
would  enable  me  to  shorten  your  examination  some- 
what, because  at  any  rate  it  is  an  admission  that  the 
Life  Assurance  office  as  a taxable  entity  is  a thing 
sui  generis? — I think  in  many  respects  it  is. 

27.593.  Apart  from  the  shareholders  in  a Life 
Assurance  company  you  regard  the  Life  Assurance 
company  merely  as  a convenient  channel  by  which  you 
tax  the  assured? — I regard  the  company  itself  as  a 
convenient  method  of  bringing  a large  body  of  people 
into  mutual  relations. 

27,594:  For  the  purposes  of  taxation? — For  the 
purposes  of  Life  Assurance. 

27.595.  How  do  you  regard  that  for  the  purposes 
of  taxation? — I say  that  whatever  the  Life  Assurance 
oompany,  as  a company,  gets  is  in  respect  of  its  service 
in  bringing  those  people  into  those  mutual  relations. 

27.596.  Is  that  an  answer  that  is  categorical  to  my 
question? — Perhaps  T did  not  follow  it  well. 

27.597.  Apart  from  the  shareholders  in  a Life 
Assurance  oompany,  do  you  regard  the  Life 
Assurance  company  merely  as  a convenient  channel  by 
which  you  tax  the  assured? — No,  I should  not  say  that 
that  was  the  case. 

27.598.  You  say,  do  you  not,  that  the  Life  Assurance 
company  as  a company  is  not  the  proper  subject  of 
taxation,  and  therefore  it  seems  to  me  that  you  must 
regard  it  as  the  channel  through  which  you  get  at 
the  policyholders,  and  I thought  you  admitted  that? 
— I do  not  think  I should  say  that  we  regard  the 
Life  Assurance  company  merely  as  the  convenient 
channel  for  taxing  the  policyholders ; I think  there 
may  be  something  else  beyond  that. 

27.599.  Very  well,  let  us  leave  that,  Speaking  quite 
generally,  and  not  of  Life  Assurance  or  of  policy- 
holders, can  taxation  at  the  source  be  so  applied  as 
to  produce  the  same  results  to  investors  in  other 
forms  of  security  as  an  Income  Tax  charged  directly 
on  them  by  means  of  the  arrangements  made  for 
reclamation,  and  so  on?— 1 am  very  sorry  I have  not 
followed. 

27.600.  Leaving  out  of  account  altogether  Life 
Assurance  companies  and  policyholders,  can  taxation 
at  the  source  be  so  applied  as  to  produce  the  same 
results  to  investors  in  other  forms  of  security  as  an 
Income  Tax  charged  directly  on  them?  I think  it  is 
fairly  obvious  that  it  must  be  so? — Certainly.  You 
are  excluding  any  question  of  Super-tax,  of  course. 
Generally  speaking,  yes. 

27.601.  If,  as  has  been  suggested  here,  taxation  at 
the  source  were  abolished,  you  would  have  to  find 
some  other  method  of  taxing  the  individual,  would 
you  not? — ^Undoubtedly. 

27.602.  How  would  you  tax  individual  policyholders 
which  is  what  you  say  should  be  done  if  taxation  at 
the  source  were  abolished  ? — It  would  be  a very  diffi- 
cult and  cumbrous  thing:  It  is  done  in  some  other 
countries,  I believe.  Policyholders  are  taxed  on  the 
difference  between  the  amount  of  the  premiums  they 
have  paid  and  what  they  receive  on  maturity  of  their 
policies.  That  is  done  in  some  cases,  but  it  would  be 
very  cumbrous.  I think,  and  very  difficult.  I should 
just  go  a little  farther — I do  not  know  what  it  is 
exactly  you  want  me  to  say,  but  I do  think  this,  as 
you  raise  the  question  of  taxation  at  the  source,  that 
whilst  taxation  at  the  source  has  many  inconveniences 
in  many  directions,  although  no  doubt  it  is  very- 
valuable,  I do  not  think  that  there  exists  any  kind 
of  concern  that  is  so  embarrassed  by  taxation  at  tbe 
source  as  a Life  Assurance  copipany. 


27.603.  I think  the  Life  Offices  would  regard  that 
as  a valuable  admission? — I think  it  is  right  to  say  it, 
and  it  is  right  to  bring  it  home  to  the  Commission 
that  it  is  perfectly  clear  to  my  mind  that  a Life 
Assurance  company  might  be  perfectly  sound  under 
a system  of  taxation  of  the  individual,  and  insolvent 
under  a system  of  taxation  at  the  source. 

27.604.  Now  let  us  see  if  we  can.  put  any  question 
on  that.  It  rather  tends  to  the  view  that  as  a matter 
of  convenience,  at  any  rate,  the  taxable  entity  should 
be  the  office  rather  than  the  policyholder? — The  tax- 
able entity,  I think  we  all  feel,  must  be  the  office, 
because  of  the  very  cumbersome  business  it  would  be 
to  make  the  charge  upon  the  policyholder. 

27.605.  You  referred  just  now  to  the  possibility  that 
the  Life  Office  might  be  made  insolvent  by  the  tax — 
that  the  channel  by  which  you  levy  the  tax  might  be 
made  insolvent  merely  by  the  tax? — That  is  perfectly 
true,  because  taxation  at  the  source  hits  a Life 
Assurance  Company  in  two  directions.  It  first  of  all 
reduces  its  net  earnings  and  then  it  forces  a reduction 
of  the  net  rate  of  interest  that  it  would  expect  to 
earn  in  the  future,  so  on  both  sides  of  the  account 
the  Income  Tax  comes  in  to  hamper  the  office.  I 
should  just  like  to  explain  that  a little  bit  more.  The 
revenue  of  a Life  Assurance  company  in  any  year  will 
very  largely  consist  of  its  net  interest  revenue,  so 
that  its  fund  at  the  end  of  the  year  is,  so  far  as  it  is 
increased  by  interest,  increased  by  its  net  interest 
revenue.  Then  when  on  the  other  side  it  comes  to 
value  its  liabilities  it  has  to  estimate  that  in  the 
future  it  will  earn  a very  restricted  net  rate  of 
interest,  because  its  interest  will  be  taxed  at  the 
source.  This  results  in  increasing  the  total  of  its 
liabilities  to  policyholders.  So  on  both  sides  of  the 
account  taxation  at  the  source  operates  to  embarrass 
the  working  of  a fund. 

27.606.  Mr.  McLintock : That  is  always  assuming 
no  increase  in  the  gross  rate  of  interest? — Whatever 
rate  they  contemplate  will  be  earned  in  the  future, 
they  have  to  knock  off  from  it  the  Income  Tax  which 
will  be  charged  in  the  future.  An  increase  in  the 
rate  of  interest  will  tend  to  set  off  that  reduction  on 
account  of  tax. 

27.607.  Mr.  Marks : There  has  been  a considerable 
increase  in  the  rate  of  interest  and  there  has  also  been 
a much  larger  proportionate  increase  in  the  tax,  with 
the  result  that  the  net  interest  now  being  earned  for 
the  Life  Offices  is  very  considerably  less  than  it  was. 

27.608.  Mr.  McLintock:  They  have  remedied  that 
by  writing  down  investments. 

27.609.  Mr.  Marks:  No,  even  taking  that  into 
account? — I think  the  most  important  point  in  that 
connection  is  that  the  increase  in  the  net  rate  of 
interest  only  arises  on  the  new  investments,  and  it 
takes  a long  while  to  get  it. 

27.610.  Mr.  McLintock : Or  the  writing  down  of 
old  ones  out  of  former  reserves? — .Well,  unfortunately 
it  happens  to  be  out  of  bonuses  that  the  policyholders 
would  like  to  pet 

27.611.  They  have  done  that;  that,  is  in  the  past. 
They  have  all  pretty  well  cleaned  the  slate  now. 

27.612.  Mr.  Marks:  Anyhow,  I submit  that  Mr. 
McLintock’s  questions  do  not  bear  on  this  question  of 
taxation.  We  have  got  that  the  channel  by  which 
you  levy  the  tax  might  be  rendered  insolvent  by  taxa- 
tion. Do  you  know  of  any  other  channel  where  the 
same  thing  might  happen? — No.  As  I said  just  now, 
I cannot  think  of  any  other  similar  case. 

27.613.  The  broad  effect  .of  your  proposals  is  that  a 

Life  Office  should  be  taxed  on  interest  less  expenses? 
— That  is  so.  . 

27.614.  And  you  regard  that  as  a sound  principle? 
—Yes. 

27.615.  And  you  would  also  agree  that  a principle, 
if  it  is  sound,  must  be  of  general  application  ? — Yes. 

27.616.  What  would  be  the  position  of  a mutual  Life 
Assurance  office  in  which  the  expenses  exceeded  the 
interest  income? — No  charge. 

27.617.  What  is  the  justification  of  your  method  of 
dealing  with  the  industrial  offices  where  expenses 
exceed  the  investment  income;  is  it  simply  that  they 
are  not  mutual  or  is  it  because  you  must  find  some- 
thing to  tax?— It  is  because  they  are  not  muffin! 
jind  the  surplus  goes  to  the  shareholders, 
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27.618.  It  is  only  a question  of  taxing  their  share- 
holders?— That  is  so. 

27.619.  Not  their  policyholders? — Exactly. 

27.620.  Then  the  policyholders  would  get  off 
altogether  in  that  case? — Certainly. 

27.621.  Is  there  any  difference  in  principle  between 
the  methods  on  which  Life  Assurance  is  conducted  in 
an  industrial  company  and  in  an  ordinary  company, 
which  would  give  them  that  privilege? — When  the 
expenses  exceed  the  interest  revenue  the  point  is  that 
the  policyholders  never  really  get  any  of  the  interest. 

27.622.  They  get  a certain  amount  of  surplus, 
whatever  it  may  be? — In  rare  cases,  yes,  but  the 
point  is  the  policyholders  do  not  get  any  of  the 
interest.  What  they  get  is  some  part  of  the  extra 
premiums  that  have  been  paid. 

27.623.  What  happens  to  the  excess  of  expenses  over 
interest;  is  it  carried  forward  and  set  against  a subse- 
quent excess  of  interest  income? — In  an  industrial 
company  ? 

27.624.  Yes? — Is  it  carried  forward? 

27,626.  Yes? — I do  not  quite  follow. 

27.626.  Mr.  Walker  Clark : From  year  to  year. 

27.627.  Mr.  Marks : We  know  that  all  the  industrial 
companies’  expenses  largely  exceed  their  investment 
income? — Yes. 

27.628.  What  happens  on  the  excess?  Does  it 
simply  discharge  their  assessment  on  their  investment 
income,  or  do  they  get  any  credit  for  it  afterwards? — 
At  the  present  moment  the  result  is  that  they  get 
back  the  difference  between  the  tax  which  they  have 
paid  on  their  interest  revenue  and  the  tax  on  their 
valuation  profits. 

27.629.  They  get  back  the  difference  between  the 
tax  which  they  have  paid  on  their  investment  income 
by  deduction  and  the  tax  on  their  valuation  profits? — 
Yes,  so  that  they  are  left  to  pay  Income  Tax  on 
their  profits  and  those  profits  go  to  the  shareholders 

27.630.  I have  got  a question  on  that  later  on; 
perhaps  it  will  come  in  better  there.  You  admitted 
that  a company  might  be  reduced  to  insolvency  by 
taxation  on  the  present  basis? — Excuse  me  for  one 
moment,  by  taxtaion  on  the  present  basis  that  it 
might  be  reduced  to  insolvency? 

27.631.  Yes? — Yes,  I agree,  assuming  a sufficiently 
high  rate  of  tax. 

27.632.  And  by  taxation  simply? — Yes. 

27.633.  Is  this  because  a company  must  make  some 
interest  to  be  solvent? — A company  must  make  a 
certain  net  rate  of  interest  to  be  solvent. 

27.634.  Would  it  not  be  a practical  suggestion  then, 
that  only  that  part  of  the  interest  which  exceeds  that 
necessary  rate  should  be  subject  to  tax? — No.  The 
result  would  be  that  a portion  of  the  interest  received 
by  the  policyholders  would  be  free  of  tax  altogether. 

27.635.  I will  not  pursue  that,  because  on  your 
theory  that  would  be  wrong.  You  know*  it  is  generally 
stated  now  that  persons  are  investing  in  non-interest 
bearing  things  like  pictures  and  jewellery  in  order 
to  escape  taxation.  Take  a case  of  a man  who  buys 
a picture  for  £500  and  keeps  it  till  his  death,  when 
it  is  sold  for  £600,  say;  ought  his  estate  to  pay 
Income  Tax  on  the  £100? — I think  it  would  be  unwise 
to  attempt  to  charge  it.  It  is  a pure  question  of 
policy.  It  is  not  charged  now,  of  course,  and  I can 
only  say  in  my  personal  opinion  it  would  not  be  wise 
to  attempt  to  do  so. 

27.636.  You  do  not  think  it  should.  Is  there  any 
difference  in  principle  from  a tax  point  of  view 
between  that  man  and  the  case  of  the  man  who  pays 
a single  premium  of  £400  for  an  assurance  of  £500? 
— Yes ; I think  that  man’s  money  is  earning  interest 
all  the  whilo. 

27.637.  And  the  other  is  not?— And  the  other  is 
not. 

27.638.  Suppose  the  man  sold  his  £500  picture  for 
something  less ; there  would  be  nothing  to  tax  then, 
would  there? — No.  I do  not  think  we  could  possibly 
get  anything  in  that  case. 

27.639.  Suppose  the  holder  of  a non-profit  policy  for 
£500  at  an  annual  premium  of  £25  paid  21  premiums 
on  it,  he  would  have  made  no  pront;  he  would  have 
paid  £525? — No,  he  would  have  made  no  profit. 

27.640.  He  gets  no  benefit  from  the  fact  that  he 
has  made  no  profit? — I think  he  does.  All  that  it 


means  is  that  he  has  not  received  any  interest  out 
of  the  fund.  Somebody  else  has,  and  whoever  has 
received  the  interest  has  borne  the  tax. 

27.641.  But  he  has  paid  something  during  the  whole 
of  the  continuance  of  his  policy,  receiving  nothing 
in  respect  of  it.  On  your  theory  that  the  individual 
policyholder  is  the  man  you  want  to  get  at,  it  seems 
rather  hard  on  him,  does  it  not? — I do  not  think  it 
is.  The  tax  has  been  borne  on  the  interest,  but  some- 
body else  gets  the  interest.  Whoever  gets  the  in- 
terest has  borne  the  tax. 

27.642.  It  is  his  interest  which  has  been  taxed  ? — 
No.  What  has  been  taxed  is  the  interest  on  the 
collective  capital  of  the  policyholders. 

27.643.  That  is  just  my  point,  or  one  of  them. 
Directly  you  get  on  to  the  consideration  of  individual 
cases,  you  are  bound  to  come  back  to  the  company 
and  look  at  that? — Yes,  but  I think  I have  said 
before,  it  would  be  quite  impossible  to  deal  with  the 
individual.  It  is  collective  investment,  and  the 
individuals  as  a whole  share  the  burden  of  the  tax, 
but  they  do  not  share  it  equally. 

27.644.  Mr.  Pretyman:  Nor  in  proportion  to  their 
contributions? — Nor  exclusively  or  principally  in  pro- 
portion to  their  contributions. 

27.645.  Mr.  Marks:  And  yet  you  say  that  this 
method  of  taxation  which  you  advocate  is  intended 
to  apply  to  individuals? — I say  that  the  result  is 
that  it  is  borne  by  individuals. 

27,616.  Borne  very  inequitably? — I do  not  know 
about  very  inequitably ; I would  not  admit  that. 

27.647.  Let  me  take  another  case,  which  is  perhaps 
a little  clearer.  Take  the  case  of  two  insurances,  on 
a non-profit  policy  for  convenience,  each  for  £1,000, 
taken  out  at  age  20  at  a premium  of  £20,  and  the 
first  man  dies  within  a year,  and  a profit  of  £980  is 
made  on  the  transaction.  That  certainly  does  not 
come  out  of  his  interest,  does  it? — As  I said  before, 
it  comes  out  of  the  collective  interest  of  the  fund. 

27.648.  The  second  man  lives  until  he  is  80,  say. 
This  man  not  only  receives  no  interest  on  his  pre- 
miums but  he  pays  £200  more  than  he  receives? — 
Yes. 

27.649.  Can  those  two  cases  be  reconciled  with  any 
theory  of  taxing  the  individual  on  his  investment 
income? — Yes.  I think  the  investors  come  together 
to  invest  collectively,  and  they  have  contracts  which 
result  in  the  appropriation  of  the  capital  and  the 
income  of  the  investments  in  certain  proportions. 
We  have  nothing  to  do  with  the  proportion  in  which 
the  capital  or  the  interest  is  divided  between  them, 
but  we  are  entitled  to  tax  the  interest,  and  I say 
that  the  tax  is  borne  by  the  individuals,  but  not 
necessarily  equally  amongst  the  individuals. 

27.650.  You  are' entitled  to  tax  them,  but,  I submit, 
only  to  tax  them  equitably,  or  as  nearly  equitably 
as  you  can  get?— I should  agree  that  you  should  tax 
them  as  equitably  as  you  can. 

27.651.  In  paragraph  9 of  the  annexe  to  your  third 
paper  you  speak  of  persons  who  receive  indirectly 
interest  from  investments  of  sums  provided  by  them. 
What  do  you  mean  exactly  by  “ indirectly  ” ? Can 
you  give  some  other  instances? — By  “ indirectly  ” 
1 mean  that  a policyholder  does  not  receive  the 
interest  directly  as  it'  is  earned  by  any  portion  of 
the  fund  which  is  allocable  to  him,  but  he  receives 
it  indirectly  on  the  maturity  of  his  policy. 

27.652.  You  have  just  agreed  that  some  of  them  do 
not  get  it  at  all? — Then  he  is  not  taxed  upon  it. 

27.653.  Pardon  me.  He  has  been  taxed  during  the 
whole  duration  of  his  policy;,  so  far  as  I can  see? 
The  tax  is  borne  by  the  man  who  gets  the  interest. 

27.654.  But  that  is  not  the  individual  policyholder. 
However,  it  is  the  same  point.  _ Can  you  give  me  any 
other  instance? — Not  life  policies,  do  you  mean? 

27.655.  Yes? — I think  that  in  cases  of  trusts  of 

many  kinds,  a man  bears  the  tax  upon  the  interest 
revenue  indirectly.  He  does  not  pay  it  himself ; he 
does  not  get  it  perhaps  on  specific  investments,  but 
he  does  bear  it.  . . . 0 ,T 

27.656.  But  it  involves  no  inequity  to  him'— -No. 
All  I say  in  my  evidence-in-chief  is  that  it  is  right 
that  he  should  bear  the  tax. 

27.657.  The  investor  in  an  investment  trust  com- 
panv  is  merely  an  ordinary  shareholder?— I was  not 
speaking  of  a trust  company  then.  I am  thinking 
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of.  a trust.  I say.  that  a man  may  derive  taxed 
income  indirectly,  andi  not  from  specific  investments. 
All  I mean  by.  that  paragraph  is  that,  whether,  a man 
receives  interest,  from  investments  directly,  or  in- 
directly it  is  a proper  subject  of  charge. 

27c658.  Of.-  course  I maintain  that  the  policyholder 
does  not  receive  it,  in  many  cases.  How  are  pro- 
prietary Life  Offices  actually  taxed,  first,  if  they  do 
ordinary  business,  and)  secondly,  if  they  do  industrial 
business  alone  or  in  combination  with  ordinary 
business? — At  the  present  moment  the  law  does  not 
allow  the  separation  of  the  ordinary  business  from 
the  industrial  business.  It  is  all  Life  Assurance 
business,  and  it  is  charged  together.  As  you  will 
have  noticed,  I suggest  in  my  propf  that  they  should 
he  dealt  with  separately. 

27.659.  That  is  because  your  principle  does  not 
apply  in  an  extreme  case? — It  is  because  the  joint 
assessment  of  the  two  funds  enables  the  policyholders 
of  the  ordinary  fund  to  escape  a charge  which  I 
consider  they  should  bear.,  simply  because  the  ex- 
penses of  the  industrial  fund,  in  which  they  do  not 
share,  are  so  great. 

27.660.  That  would  he  the  case  in  any  expensively 
or  extravagantly  managed-  office? — If  there  were  two 
funds. 

27*661.  Not  necessarily  if  there  were  two 
funds? — But  if  there  were  only  one  fund  of  course 
the  policyholders  would  share  the  burden  of  the  ex- 
penses. Because  there  are  two  funds  with  different 
interests,  the  policyholders  of  the  one  fund  should 
not  get  an  advantage  because  of  a burden  borne  by 
the  policyholders  of  the  other  fund. 

27.662.  In  the  case  of  an  office  doing  only  industrial 
business  where  the  expenses  exceed  the  investment 
income,  there  is  no  taxation  at  all  E — There  is  tax- 
ation upon  fhe  profits,  because  those  are  received  by 
the  shareholders. 

27.663.  But  is  it  consistent  with  your  theory  that 
where  there  is  no  investment  income  there  should 
be  profits  to  be  taxed? — Yes,  provided  that  they  go 
to  the  shareholders ; because  although  they  come  from 
the  premiums  they  are  profits  to  the  shareholders  and 
should  be  taxed. 

27.664.  I- think  there  is  at  least  one  mutual  indus- 
trial office? — Yes. 

27.665.  How  would  you  apply  your  principle  to 
that?: — If  the  interest  revenue  is  exceeded  by  the 
expenses  and  the  office,  is  mutual  there,  can  be  no 
possible  basis  of  charge. 

27.666.  Is  that  as  a cpnsequence  of  your  principle 
or  as  a consequence  of  the  legal  decision  that  a 
mutual  office  can  make  no  profit?— As  a consequence 
of  the  principle  that  I set  down  here. 

27.667.  In  ihe  ordinary  proprietary  office,  is  the 
office  allowed  to  retain  the  tax  deducted  from  the 
shareholders  ? — To  deduct  tax  from  the  dividend,  do 
you  mean? 

27.668.  The  tax  deducted . from  the  dividends  paid 
to  shareholders? — Yes,  the  company  can  deduct  the 
tax  from  the  dividends  which  go  to  its  shareholders. 

27.669.  And  it  retains  it? — Yes,  it  would  retain  it 
if  it  is  part,  of  the  profits  which  have  been,  assessed. 

27.670.  It  is  paid  out  of,  taxed  income.?— Yes. 

27.671.  To  that  extent  the  proprietary  office  is  in 
a better  position  than  the  mutual  office? — Not  in  so 
far  as  its  policyholders  are  concerned.  Of  course, 
its  shareholders  are  able  to  make  their  repayment 
claims,  if  they  are  entitled  to  them,  at  once;  but  in 
a mutual  office  there  are  no  shareholders.  But  I 
think,  the  policyholders  are  in  the  same  position  in 
both  cases. 

27.672.  Could  not  the  policyholder  in  the  pro- 
prietary office  get  the  benefit  of  the  tax  retained 
from  the  dividends  paid  to  the  shareholders? — No. 

27.673.  It  would  go  into  the  general  funds  of  the 
company,  would  it  not? — No,  I tjiink  not.  The  tax 
would  be  charged,  we  will  say,  on  the  interest  income 
less,  the  expenses,  and  a certain  portion  of  that, 
perhaps  judged  from  the  valuation  account,  would 
be  paid  to  the  proprietary  body.  The  tax  on  that 
portion  is  deducted  from  shareholders’  dividends,  but 
it  is  paid  to  the  Revenue. 

27.674.  I am  not  sure  whether  I an)  right,  hut  just 
take  this  case  for  comparison.  An  ordinary  trading 


cpnipany  ipakes  a prgfit  qf  £100, OQQ,  .sq,y,  on.  v^hjph 
at  present  rates  it  would  pay  a tax  of  £30,000, 
leaving  £70,000,  and  out  of  that  £70,000,  say,  it 
pays  the  shareholders  £60,000,  and  deduqts  tax  of 
£18,000,  which  it  regains.  That  woplff.  leqvq.  £42,000 
paid;  to.  the  shareholders,  and  if,  ypu  deduqt  that 
from  the  £70)000  there  would  bo  a balance  of 
£28,000,  made  up  of  £10,000,  whiph  they  have  not 
distributed*  and  £18,Q00  tsix  repaid;?. — Yes;  in  other- 
words,  they  are  left  with  the  undistributed  profits, 
£40,000,  diminished  by  the  tax  on  the  undistributed 
profits,  £12,000. 

27.675.  That  is  the  effect  of  it.  Now,  take  a prov 
prietary  Life  Office  where  the  interest  less  expenses 
is  £100,000.  They  would  pay  tax  on  £30*000) 
leaving  again  £70,000?- — Yes. 

27.676.  Suppose  they  distributed  to  the  policy- 
holders £50,000,  to  the  shareholders  £10,000,  the  tax 
on  that  £10,000  being  £3*000;  that  would}  together., 
mean  a net  sum  of  £57,000,  which  would  leave  in 
that  case  a balance  of  £13,000 ; that  is  to  say,  the 
£10,000  undistributed  and:  the  tax  repaid? — Yes. 

27.677.  If  you  copra  to  the  mutual  Life  Office 
with  an  investment  income  less  expenses  of  £100,000, 
on  which  £30,000  tax  has  been  paid,  and  the  policy- 
holders took  £60,000,  they  would  only  have  £10,000 
left,  would  they  not? — I do  not  know  that  I have 
followed  the  figures  absolutely,  but  I think  the  point 
is  this : that,  inasmuch  as  they  do  not  distribute 
the  profits  to  shareholders  (because  thqre  are  no 
shareholders)  they  keep  the  profits  and  they,  bear  the 
tax  which  the  shareholders  would  have  borne  if  they 
had  had  the  profits.  I think  it  only  comes  tp  that 
in  the  end. 

27.678.  The  net  result,  of  it  is  that  to  the  extent 
of  the  tax,  the  proprietary  office  or  its.  policyholders 
are  £3,000  better  off,  on  the  figures  I have  indicated? 
— I should  say  the  proprietary  office  is  not  better  off, 
because  it  has  taken  out  of  the  funds  the  whole  amount 
of  the  shareholders’  dividend,  whereas  the  mutual 
company  has  not. 

27.679.  The  figures  will  speak  for  themselvps;  I 
need  not  trouble  further  with  this.  You  agree  that 
offices  doing  industrial  business,  or,  industrial  and 
ordinary  business  in  combination,  are.  allowed  to  set 
off  all  their  expenses,  against  their  investment,  in- 
come?— Subject  to  the  limitation,  that  they  must  pay 
upon  their  profits. 

27.680.  That  i?.on  their  full,  actuarial  surplus?. — 
Yes.  I am  speaking,  of,  course,  of  the  present  law. 
You  are  referring  tp  the  present  ffiw? 

27.681.  Yes.  That  is  determined,  of.  course,  on  the 
usual  principle?* — Yes. 

27)682.  As  I:  say,  an  industrial, office,  doing  business 
on  mutual  principles  would-  escape  taxation,  alto- 
gether, wpuld  it  not? — Under,  the  present  law  it.  does 
not  escape  taxation  altogether,  because-  the  mutual 
office,  just  as  the  proprietary  office,  has  that  same 
limitation  in  regard  to  its  repayment,  claim  in 
respect  of  expenses  of  management. 

27-, 683.  Then  a proprietary  industrial  office  is  also 
allowed  to  retain  the  tax  on  the  dividend  distri- 
buted ? — Yes. 

27.684.  And  such  an  office  (I  may  be  wrong  here) 
gets  back  all  the  tax  on  its  investment  income, 
retains  the  tax  on  its  shareholders’  dividends,  and 
is  taxed  in  the  last  event  on  its  actuarial  surplus?— 
It  is  taxed  in  the  last  event  on  its  actuarial  surplus. 

27.685.  Such  a position  couJd  not  arise  either  in  a 
mutual  office  or  in  a proprietary  Life  Office  which 
was  doing  ordinary  business? — In  a mutupl  office 
which  is  doing  ordinary  business  that  same  ultimate 
limit  would  apply;  that  is  to  say,  if  the  balance  of 
the  interest  income,  less  the  expenses,  were  less  than 
the  valuation  profits,  then,  although  it;  is  a mutual 
office,  it  would  be  charged  upon  those  valuation 
profits  in  the  last  resort. 

27,6.86.  With  reference  to  your  conclusion  in  para- 
graphs 22  ( d ) and  22  (e)  of  the  Annexe,  are  not  the 
conclusions  stated  there  due  to  the  fact  that,  if  the 
principles  of  taxation  which  you  advocate  for  ordinary 
offices  were  applied  to  industrial  offices  there  would 
be  nothing  to  tax?  I submit  that  your  proposal  is 
intended  to  avoid  the  result  that  expensively  or 
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extravagantly  managed  offices  would  pay  nothing? 
The'  intentions  of  22  (d)  and  22  (»)  I think  are 
scarcely  that.  The  intention  of  22  ( d ) is  that  if  the 
amount  received  by  the  proprietary  body  is  greater 
than  the  investment  income  less  the  expenses,  the 
amount  received  by  the  proprietary  body  is  a profit 
subject  to  charge,  because  it  is  profits  of  the  pi'opiie- 
tary  body  and  should  be  charged;  that  is  22  (d). 
Paragraph'  22  (e>  is  directed  to  the  idea  that  the 
proper  option  is  to  charge  the  tax  on  the  investment 
income  less  the  expenses,  or  the  amount  which  is 
received  by  the  proprietary  body,  if  that  is  greater, 
but  that  the  valuation  surplus,  as  such,  is  not  a 
proper  basis  of  assessment. 

27'  687‘.  It  does  really  come  to  that : that  unless 
you'  got  the  tax  on  the  shareholders’  profits,  you  would 
not  get  anything  out  of  an  industrial  office?— That  is 


27  688.  So  that  it  might  be  argued  that,  as  there 
ia  no  difference  in  the  principles  on  which  the  two 
classes  of  offices  conduct  their  business,  the  fact  that 
the  principle  of  taxation  does  not  work  m the  case 
of  the  industrial  office  is  some  proof,  or  at  any  rate 
indication,  that  the  principle  is  not  quite  sound. 

No,  I should  not  agree  to  that.  I should  say  the 

principle  is  perfectly  sound;  but  both  principles  are 
sound  First  of  all,  that  the  interest,  less  expenses, 
should  be  charged,  but  that  if  the  profit  which  the 
proprietary  body  gets  is  greater,  that  should  be 

Cll<27g(389.  We  agree  that  the  shareholders’  profits 
should  be  charged  in  all  offices?— Yes,  and  I think 
they  are  both  principles. 

27  690.  But  I submit  there  is  no  parallel  between 
the  two  things  which  would  enable  you  to  suggest 
that  an  option  should  be  exercised  in  regard  to  them. 
It  is  not  a question  of  option  at  all,  I submit.— 1 
think  one  could  state  it  without  calling  it  an  option 
at  all.  I think  one  could  even  state  it  in  this  way  : 
that  the  proprietary  body  should  be  charged  for  what 
it  receives  for  its  services;  and  if  there  is  any  balance 
of  the  investment  income,  less  expenses,  it  should  be 
charged  on  account  of  the  policyholders. 

27.691.  Just  one  point  on  your  reference  to  the 
foreign  Life  Office.  Does  the  foreign  investor  in  a 
British  trading  company  escape  tax?— No. 

27.692.  Nor  does  the  foreign  investor  in  a British 
financial' or  investment  company  ?— No. 

27.693.  Then  there  is  another  distinction  between 
shareholders  and  policyholders,  when  both  of  them  are 
foreigners  ? — Exactly . 

27.694.  And  the  policies  are  issued  m accordance 
witli  the  limitations  imposed? — As  I said  before,  there 
is  a distinction  between  a constituent  of  a concern 
and  a customer. 

27.695.  Can  you  tell  me,  for  my  own  information, 
would  a British  office  which  issued  all  its  policies 
through  a foreign  branch  and  complied  with  the  other 
limitation  which  you  mention,  escape  British  Income 
Tax  entirety?— So  far  as  the  investment  income  of 
the  fund  is  concerned,  it  would.  That  is  what  1 
point  out  in  my  proof,  that  the  exemption  goes 
rather  too  far,  because  it  is  quite  clear  in  a case 
like  that,  that  the  company  itself  might  be  deriving 
some  profit  out  of  the  interest  of  the  fund. 

27.696.  For  the  reason,  either  that  the  foreign 
policyholder  would  get  better  treatment  than  the 
British  policyholder,  or  that  the  home  policyholder 
in  that  office  gets  an  advantage  as  compared  with  the 
home  policyholder  in  offices  doing  only  British 
business?— I think  the  case  you  put  was  that  the 
whole  of  the  business  was  done  with  foreigners. 

27.697.  Yes;  I do  not  want  to  pursue  it  too  far. 
If  part  of  it  were  done  with  foreigners  that  would  be 
the  result,  would  it  not?— Yes.  I think  it  is  quite 
clear  that  the  exemption  of  the  whole  of  the  interest 
of  the  fund  takes  the  exemption  rather  too  far. 

27.698.  That  is  in  paragraph  24  of  the  Annexe,  and 
you  suggest  that  the  injustice  should  be  remedied,  as 
far  as  any  investment  income  brought  home  is  con- 
cerned, on  the  basis  of  an  estimate.  Have  you  formed 
any  idea  of  the  way  in  which  that  estimate  should  be 


made? — It  is  not  a question  of  being  brought  home, 

1 think,  but  that  accrues  to  shareholders. 

27.699.  It  has  to  be  brought  home,  has  it  not,  in 

connection  with  the  limitations  ?— No,  I do  not  think 
that  is  exactly  the  point.  Although  it  may  not  be 
brought  home  if  a Foreign  Life  Assurance  Fund  was 
earning  net,  we  will  say,  4 per  cent,  interest 

27.700.  Let  us  make  it  as  short  as  we  can.  I do 
not  think  it  is  worth  while  to  pursue  it.  I only 
just  wanted  to  know  the  position.  Then  there  is  one 
other  point.  You  give  the  rule  in  Case  III  of 
Schedule  D for  British  colonial  companies  doing 
business  here,  where  there  is  an  option  to  the  Inland 
Revenue  to  substitute  some  other  basis  of  assessment, 

I think  it  is?— Yes. 

27.701.  Have  they  done  so  in  any  cases,  do  you 
know? — Yes,  there  have  been  a few  cases  of  the 
kind. 

27.702.  What  basis  is  adopted? — With  certain  little 
differences,  the  main  basis  has  been  the  liability 
basis. 

27o703.  On  the  ascertained  actuarial  liability? — 
Yes. 

27.704.  It  has  been  found  to  be  suitable  in  those 
cases? — Yes,  it  always  helps  them,  of  course,  if  the 
British  business  is  new  or  rapidly  expanding. 

27.705.  Paragraphs  26,  27  and  28  of  the  Annexe, 

I think,  are  realty  founded  on  a misconception  of 
the  Life  Offices’  case.  This  is  how  I understand  their 
case.  It  is,  that  so  long  as  the  Inland  Revenue  claim 
the  option  to  tax  on  interest  less  expenses  or  on 
profits,  whichever  is  the  greater,  they  cannot  equit- 
ably tax  the  two.  Or  do  you  propose  that  the  law 
should  be  altered  so  that  they  can  legally  do  so? — 
No;  my  proposals  are  restricted  to  what  I have  put 
forward  in  the  proof  here.  I may  perhaps  have 
misunderstood  the  suggestion  made  in  the  Life  Offices’ 
proof.  I rather  thought  the  intention  was  to  say 
that  it  was  incongruous  to  charge  the  interest  revenue 
and  at  the  same  time  to  try  to  charge  fines  and  fees 
or  profits  on  reversions.  I do  not  think  that  is  incon- 
gruous. That  is  the  point  J was  making  there. 

27.706.  In  the  present  state  of  the  law,  which  is 
what  the  offices  were  considering — I do  not  want  to 
read  a rather  long  extract,  but  I will  refer  you  to  the 
last  edition  of  Dowell,  at  page  465,  and  the  remarks 
of  the  Lord  President  in  the  case  of  The  Clerical, 
Medical  & General  Life  Assurance  Society  v.  Carter, 
which  deals  with  that  point,  but  I will  not  quote  it. 
Can  you  defend  the  taxing  of  fines  and  fees  on  an- 
other ground  except  that  it  is  in  accordance  with  the 
principle  of  income  taxation  as  applied  to  companies 
which  are  taxed  on  their  trading  profits? — Yes,  I 
could  defend  it  on  the  ground  that  fines  and  fees  are 
part  of  the  profits.  I say  that  the  profits  are  the 
investment  income  less  the  expenses,  and  if  there  are 
any  other  sources  of  income  than  the  investment 
income,  they  should  be  taken  into  account. 

27.707.  But  you  agree  with  me  that  it  is  not  in- 
vestment income? — I agree  that  it  is  not  investment 
income. 

27.708.  And  that  if  it  had  not  been  really  a matter 
of  bargaining  between  the  offices  and  the  Inland 
Revenue,  fines  and  fees  could  never  have  been  in- 
cluded as  part  of  the  investment  income  for  income 
taxation? — I do  not  say  they  were  included  as  invest- 
ment income.  I say  they  were  taken  into  account  in 
deciding  what  expenses  the  company  should  have. 
They  were  taken  as  a deduction  from  their  expenses, 
not  included  as  their  investment  income. 

27.709.  If  the  profits  on  reversions  exceed  the  ex- 
penses, what  happens?  Is  the  office  charged  on  the 
excess  of  the  profits  over  expenses,  or  is  it  charged  on 
the  whole  amount  of  the  reversion?— I have  never 
seen  such  a case;  I do  not  know  what  would  happen. 

27.710.  I think  it  is  a case  that  is  quite  likely  to 
arise  in  an  office  which  invests  a large  proportion  of 
its  funds  in  reversions  ?— I think  under  ihe  present 
law  we  can  only  take  into  account  profits  on  re- 
versions, in  so  far  as  we  oan  deduct  them  from  ex- 
penses of  management  on  which  the  office  reclaims 
tax. 
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27.711.  They  get  no  benefit  from  their  expenses, 
really,  when  a large  proportion  of  their  profits  is 
derived  from  reversions? — That  is  to  say,  it  might 
wipe  out  their  expenses  claim,  but  I do  not  think 
under  the  present  law  we  could  charge  in  such  cases 
any  excess  of  such  profits  over  the  total  expenses. 

27.712.  In  paragraph  28  you  refer  to  the  purchase 
of  a Treasury  Bill,  but  that  is  under  appeal,  as  you 
know.  Then  again  in  paragraphs  29  and  30,  I think 
you  have  mistaken  the  point  of  the  Life  Offices’  com- 
plaint. You  suggest  that  “ a bank  is  permitted  to 
deduct  interest  paid  on  deposits  from  its  income  from 
War  Loans  if  the  remaining  untaxed  profits  are  in- 
sufficient to  provide  for  the  full  deduction  of  the 
interest  paid  on  deposits”? — Yes. 

27.713.  Really  I think  the  inequality  of  which  they 
complain  is  that  as  the  law  stood,  both  banks  and 
Life  Offices  were  assessed  on  interest  income  less 
expenses  or  on  Schedule  D profits,  whichever  was  the 
greater.  In  the  nature  of  the  businesses  the  normal 
result  was  that  banks  were  taxed  under  Schedule  D, 
and  Life  Offices  on  interest  less  expenses ; but 
directly  there  appeared  a chance  that  the  banks 
would  change  over  from  the  lighter  to  the  heavier 
basis,  the  law  interfered  and,  for  reasons  which  the 
offices  have  long  maintained  should  apply  to  them — 
that  is,  that  they  were  taxed  on  a larger  sum  than 
their  trading  profits — the  banks  were  relieved  of  the 
results  which  would  have  fallen  on  them? — Even  in 
that  sense  I think  there  must  be  some  little  mis- 
apprehension in  the  minds  of  the  Life  Offices.  Even 
taking  it  in  the  way  that  you  say,  the  banks  in  the 
end  are  only  paying  upon  their  income  after  de- 
ducting their  deposit  interest. 

27.714.  I do  not  think  we  need  discuss  it ; I feel 
quite  sure  that  you  have  mistaken  the  point  of  the 
offices? — If  you  have  not  any  special  question  to  put, 
it  is  rather  complicated,  and  I would  rather  not  go 
into  it. 

27.715.  I agree;  but  the  point,  as  I have  stated  it, 
is  the  point  of  the  Life  Offices,  rightly  or  wrongly? — 
Thank  you. 

27.716.  Then  in  paragraphs  31  and  35,  again  the 
suggestion  rather  is  that  you  are  proposing  to  sub- 
stitute for  the  option  a tax  on  investment  income  less 
expenses  or  on  profits,  the  right  to  tax  on  both? — 
Again  I say  that  the  profit  on  selling  annuities  is  a 
source  of  income  additional  to  the  investment  income. 
I should  like  to  say  this  in  that  connection.  The 
point  was  raised  during  the  examination  which  I 
have  had  the  advantage  of  reading  of  Mr.  Low, 
when  he  was  here  on  behalf  of  the  Scottish  Offices’ 
Association,  and  I think  he  very  freely  admitted  that 
if  there  was  a source  of  income  other  than  invest- 
ment income,  it  certainly  ought  to  be  charged;  and 
my  own  view  is  that  that  is  incontestable. 

27.717.  In  paragraph  32,  are  you  not  rather 
assuming  all  that  you  have  to  prove,  including  the 
doubtful  proposition  that  there  is  always  a profit  on 
annuities? — We  shall  not  charge  it,  if  there  is  none, 
but  if  there  is  any,  we  propose  that  it  should  be 
charged.  Generally  speaking,  there  will  be  certainly 
gross  profits. 

27.718.  I think  it  is  fairly  clear,  to  use  your 
expression,  that  the  interest  on  the  sum  paid  by  the 
purchaser  of  an  annuity  is  not  interest  or  investment 
income  from  any  payment  by  a policyholder — I am 
speaking  throughout  this  question  of  life  annuities — 
and  that  so  far  as  any  profit  is  made  out  of  the  sale 
of  annuities,  it  is  in  the  strictest  sense  a trading 
profit  for  the  policyholder,  if  he  gets  it,  and  not  the 
annuitant?- — Yes. 

27.719.  And  you  propose  that  that  profit  should  be 
taxed? — I propose  that  that  profit  should,  just  as 
fines  and  fees,  be  set  off  against  the  expenses  before 
a Life  Office  gets  an  allowance  for  expenses. 

27.720.  You  are  charging  the  policyholder  on  a 
profit  which  he  has  made  outside  the  business  of  Life 
Assurance? — I think  it  is  a business  of  Life 
Assurance. 

27.721.  In  a different  sense  from  fines  and  fees, 
which  do  arise  in  the  business  of  Life  Assurance? — 

I will  put  it  in  another  way,  if  you  like,  that  the 
policyholder,  besides  benefiting  to  the  extent  of  the 
interest  less  expenses  on  the  life  policy  fund,  as  1 
vill  call  it,  is  also  interested  in  a business  of  selling 


annuities,  and  if  he  derives  profit  from  that,  he 
should  pay  tax  upon  it  in  some  way,  and  I suggest 
that  he  should  pay  tax  upon  it  by  deducting  it  from 
expenses  of  management. 

27.722.  How  would  you  ascertain  the  profit  on  the 
annuity  business — as  you  suggest  iu  paragraph  31>'— - 
1 take  it  from  the  valuation  of  the  annuity  fund. 

27.723.  You  admit  a possibility  of  loss  on  the  sale 
of  annuities  ? — Yes,  I admit  a possibility  of  loss  on  the 
sale  of  annuities,  but  I do  not  admit  a great  possi- 
bility of  gross  loss.  When  a Life  Office  has  a repay- 
ment claim  in  respect  of  its  expenses  of  management, 
it  includes  all  the  expenses  of  its  annuity  business. 
So  that  what  we  should  have  to  set  off  would  be  the 
gross  profits  of  the  annuity  business.  I do  not  think 
that  you  will  find  many  cases  of  annuity  business 
where  you  will  have  a gross  loss. 

27.724.  I think  that  rather  depends  on  the  method 
on  which  you  estimate  the  profit  or  loss,  does  it  uotP 
— I think  it  would  be  exceptional  to  find  a gross  loss. 

27.725.  I cannot  agree  with  you,  as  a matter  of 
experience? — Your  information  on  the  point  would 
be  far  better  than  mine. 

27.726.  Supposing  there  were  a loss,  how  would  you 
treat  that?  Would  you  give  any  credit  for  it? — I 
think  it  probably  might  be  treated  in  the  same  way 
as  losses  arising  from  reversions. 

27.727.  Then  you  would  not  give  credit  for  it? — 
Yes,  I do  not  see  any  reason  why  it  should  be  treated 
differently. 

27.728.  You  know  how  the  profits  on  annuities 
would  be  estimated,  I take  it? — I take  it  that  we 
should  work  ordinarily  upon  the  valuation  of  the 
annuity  fund. 

27.729.  You  would  ascertain  the  values  of  the 
annuities  and  compare  them  with  the  amount  of  the 
annuity  fund? — Exactly. 

27.730.  And  the  balance  would  be  profit  or  loss? — 
Exactly. 

27.731.  And  of  course  that  involves  the  introduction 
of  the  element  of  mortality? — Clearly. 

27.732.  And  there  might  arise  in  connection  with 
the  annuities  a profit  or  loss  on  mortality? — Clearly. 

27.733.  The  interest  is  not  the  only  thing  to  be 
considered  ? — Clearly.  I should  like  to  say,  in  connec- 
tion with  that,  the  position  in  which  the  policyholders 
would  stand  in  regard  to  profits  on  annuities,  is  pre- 
cisely the  position  in  which  the  shareholders  would 
stand  in  regard  to  profits  on  policies.  Mortality  comes 
in  in  both  cases.  It  is  a question  of  profits. 

27.734.  Do  you  admit  that  in  regard  to  Life  As- 
surance, there  is  only  one  correct  method  of  ascertain- 
ing the  profit  or  loss  on  Life  Assurance  as  a business  ? 
— I admit  that  there  is  only  one  way  by  which  the 
shareholders’  profits  are  calculated  in  Life  Assurance 
offices. 

27.735.  This  is  not  my  point.  Do  you  admit  that 
there  is  only  one  way  of  ascertaining  the  profits  of 
Life  Assurance,  if  you  regard  that  as  a business,  and 
that  is  the  ordinary  way  adopted  ? — No ; I say  there 
is  only  one  way  of  arriving  at  the  profits  of  Life 
Assurance  for  Income  Tax  purposes,  and  that  is  by 
taking  the  interest  less  the  expenses. 

27.736.  I am  not  on  that  point  for  the  moment, 
and  I repeat  the  question : do  you  admit  that  there 
is  only  one  correct  way  of  ascertaining  the  profits  of 
Life  Assurance  conducted  as  a business? — No. 

27.737.  Why  not? — I say  there  is  only  one  way  of 
arriving  at  the  surplus  of  a Life  Assurance  fund,  and 
that  is  by  the  valuation  account;  but  that  that  does 
not  represent  in  any  sense  the  profits  properly  within 
the  scope  of  any  Income  Tax. 

27.738.  I am  not  at  the  moment  on  the  Income 
Tax  point.  I only  want  to  know  whether  you  agree 
that  the  ordinary  method  of  ascertaining  the  profits 
in  a Life  Office  is  the  correct  one. 

27.739.  Dr.  Stamp : Commercial  profits  ? 

27.740.  Mr.  Maries : Yes,  regarding  the  Life  As- 
surance office  as  purely  a business,  a trade? — I could 
not  admit  that  without  a definition  of  “profit.”  II 
you  call  it  “ surplus,”  I will  agree  at  once. 
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27.741.  Is  not  the  trading  profit  in  an  ordinary 
company  adjusted  afterwards  by  various  methods  for 
the  purpose  of  ascertaining  the  taxable  profit? — I 
think  there  is  an  essential  difference,  to  start  with. 
When  you  have  got  at  the  valuation  profit,  as  you  call 
it,  of  a Life  Assurance  company,  then  it  is  not  the 
company’s  profit  at  all.  The  bulk  of  it  goes  to  the 
policyholders,  who  are  the  customers  of  the  company. 

27.742.  I know  that,  but  you  are  going  back  again 
to  the  other  point ; that  is  to  say,  whether  the  ultimate 
destination  of  the  profit  has  any  bearing  on  the  point 
that  we  are  discussing.  I do  not  think  it  has.  What 
I want  to  know  is,  what  is  the  proper  method  of  ascer- 
taining profits  of  a Life  Assurance  as  a business? — 
All  I can  say  is  that  the  proper  method  of  ascertaining 
the  surplus  of  a Life  Assurance  fund,  is  exactly  the 
method  adopted  by  the  companies ; but  when  you  have 
got  that  surplus,  it  has  nothing  to  do  with  ordinary 
commercial  profits.  There  is  no  comparison  between 
the  two  things. 

27.743.  Why  has  it  nothing  to  do  with  ordinary  com- 
mercial profits,  on  the  hypothesis  that  the  Life  Assur- 
ance company  may  be  regarded  as  a trading  company  ? 
— I say  you  cannot  compare  it;  I cannot  think  of 
anything  at  all  analogous  to  compare  it  with.  I 
cannot  think  of  any  other  case  where  you  take  a 
balance  and  call  it  a profit,  and  then  find  that  it 
belongs  to  the  customers  of  the  concern.  That  is  why 
I say  it  is  not  analogous  to  commercial  profits. 

27.744.  Take  co-operative  trading;  is  there  any 
analogy  there  ? — I should  not  like  to  go  into  that 
question. 

27.745.  I think  you  have  admitted  that  you  can 
properly  have  a profit  or  loss  on  an  annuity  trans- 
action?— Yes,  or  any  other  transaction. 

27.746.  On  an  annuity  transaction,  for  the  moment  ? 
— Yes. 

27.747.  The  purchase  or  sale  of  a Life  Assurance 
policy  is  exactly  the  converse  of  the  sale  or  purchase 
of  an  annuity,  is  it  not ; in  this  way : the  annuity 
transaction  is  the  payment  of  a lump  sum  in  exchange 
for  a series  of  annual  amounts  for  an  uncertain  period ; 
and  the  other  is  payment  of  a series  of  annual  amounts 
in  exchange  for  a lump  sum  to  be  received  at  some 
uncertain  time? — I should  agree,  if  in  both  cases  any 
surplus  went  to  some  other  person,  that  the  two  things 
were  on  the  same  plane.  But  whilst  a surplus  arising 
from  an  annuity  fund  goes  to  persons  other  than  the 
annuitants,  a surplus  arising  on  a life  policy  fund 
does  not  go  mainly  to  persons  other  than  the  life 
policyholders. 

27.748.  There  again  that  is  not  my  point  My 
point  is  this:  that  you  can,  and  I think  you  have 
admitted  it,  ascertain  what  is  the  exact  profit  or  loss 
on  the  purchase  or  sale  of  an  annuity  ? — Clearly. 

27.749.  And  I suggest  that  inasmuch  as  the  elements 
involved  in  the  ascertainment  of  that  profit  or  loss, 
are  exactly  the  same  as  those  which  are  involved  in 
the  ascertainment  of  the  profit  or  loss  on  an  assurance 
policy,  the  proper  method  to  he  applied  to  the  one, 
is  also  proper  to  apply  to  the  other,  and  that,  apply- 
ing that  method  in  different  ways,  you  do  get  what  is 
a profit  or  loss  on  the  policy? — I should  agree  that  it 
would  be  the  proper  method  if  you  were  to  say  that 
the  conditions  are  the  same  in  both  cases.  But  what 
might  be  the  proper  method  in  analogous  conditions, 
would  not  be  a proper  method  to  use  in  both  cases 
when  the  conditions  of  the  persons  in  receipt  of  the 
income  vary. 

27.750.  I cannot  agree  with  that,  but  I will  not 
pursue  it.  I put  it  to  you  that  if  the  method  is 
a proper  one,  it  is  proper  in  all  circumstances,  within 
the  limitations  which  I have  suggested? — I cannot 
agree  to  that. 

27.751.  You  have  admitted  that  the  loss  on  mor- 
tality in  the  case  of  an  annuity  might  properly  be  set 
off.  Would  you  also  admit  that  in  the  case  of  a Life 
Assurance  policy? — The  loss  on  mortality  in  the  case 
of  a Life  Assurance  policy  is  not  set  off  in  arising 
at  the  assessment,  unless  the  assessment  happens  to 
ne  on  the  basis  of  what  goes  to  the  shareholder. 


27.752.  It  is  a proper  set-off  in  some  circumstances  ? 
— It  is  a proper  set-off,  if  the  basis  of  assessment  is 
the  profit  derived  by  the  shareholder. 

27.753.  A proper  set-off,  do  you  mean,  strictly 
limited  to  the  question  ot  Income  Tax;  because  1 
cannot  admit  that  if  it  is  a proper  set-off  in  one  direc- 
tion, it  is  not  a proper  set-off  in  another? — I say  it 
is  not  a proper  set-off  in  one  case,  for  this  reason, 
that  the  policyholders  together  can  have  no  profit  at 
all  except  what  comes  from  the  interest  on  their  in- 
vestments; and  the  profit  on  the  mortality  is  a pure 
question  of  the  premiums  that  they  have  subscribed 
not  being  required.  I should  not  consider  it  right  to 
charge  the  policyholders  on  any  excess  premiums  they 
have  paid. 

27.754.  Generally  I submit  that  selling  Life  Assur- 
ance is  a business,  but  a business  which  is  necessarily 
conducted  on  principles  which  differentiate  it  from 
all  other  businesses.  You  would  not  admit  that? — 
I would  admit  that  it  certainly  can  be  differentiated 
from  all  other  businesses. 

27.755.  Would  you  agree  that  it  should  be  regarded 
as  a business? — The  selling  of  Life  Assurance  is  a 
business,  clearly. 

27.756.  And  that  in  that  case  the  taxation  of  profits 
would  bring  it  into  the  closest  analogy  to  any  other 
form  of  business? — Yes,  subject  to  this:  that  the 
person  who  sells  the  Life  Assurance  policy  is  the  pro- 
prietary body,  and  I have  always  suggested  that  it 
should  be  dealt  with  by  reference  to  the  profits  that 
it  gets  as  a proprietary  body. 

27.757.  I will  not  pursue  it,  if  you  admit  that.  The 
method  of  taxation  at  present  is  based  on  a legal 
decision  entirely,  is  it  not,  The  Clerical,  Medical  and 
General  Life  Assurance  Society  v.  Carter? — That, 
amongst  others. 

27.758.  Which  has  been  found'  impossible  to  apply 
universally  without  producing  all  sorts  of  difficulties? 
— I should  not  say  it  would  be  impossible  to  apply 
it  universally;  I think  it  is  applied  universally. 

27.759.  I need  only  take  one  instance,  to  show  that 
it  is  not  applicable  universally.  Under  the  old  section, 
section  23,  I think  it  was,  of  the  Customs  and  Inland 
Revenue  Act,  1890,  where  a man  was  allowed  to  set 
off  a loss  in  business  against  his  income  on  investment, 
that  would  not  be  possible  if  interest  were  really 
taxable  as  a separate  subject  matter  of  taxation? — 
You  mean  that  there  have  been  certain  relaxations 
from  that  rigid  principle  by  specific  reliefs? 

27.760.  Yes? — I agree. 

27.761.  And  in  order  to  avoid  injustice  and  in 
equity,  concessions  have  had  to  be  made? — Yes.  It  is 
still  a universally  governing  principle,  but  it  has 
been  subject  to  relaxation. 

27.762.  My  point  was  that  the  thing  was  found  not 
to  be  of  universal  application,  and  had  to  be  modified 
in  order  to  bring  it  within  the  range  of  practical 
politics? — I agree  that  it  has  been  considerably  modi- 
fied by  relief. 

27.763.  I am  not  going  to  labour  the  point  of  the 
industrial  offices,  but  I do  submit  that,  inasmuch  as 
your  principle  does  not  apply  to  businesses  which  are 
both  ejusdem,  generis,  there  must  have  been  something 
wrong  in  your  methods? — I do  not  agree  to  that. 
I say  that  both  are  principles,  and  they  apply  sepa- 
rately to  the  two  things. 

27.764.  In  paragraph  26  of  your  third  paper  how 
do  you  arrive  at  the  £50,000  which  you  estimate 
would  be  the  gain  to  the  Revenue  ? — It  is  made  up 
of  four  items.  First  of  all  there  is  a certain  loss  on 
foreign  business,  then  there  is  a certain  gross  aunuity 
profit  estimated,  then  there  will  be  a gain  from  the 
industrial  companies  by  separation  of  funds,  and  a 
loss  in  the  case  of  the  industrial  companies  by  cutting 
out  the  portion  of  the  surplus  in  some  rare  cases. 

27.765.  Will  you  mind  just  putting  it  down  in 
detail  and  handing  it  in?— I will  give  you  the  details. 
I would  like  to  say,  with  regard  to  that  particular 
estimate,  that  it  is  subject  to  some  margin  of  error, 
but  I do  not  think  a great  one. 

27.766.  You  have  not  left  out— or  do  you  think  you 

have anything  either  in  the  way  of  investment 

income  or  miscellaneous  profits,  which  might  be  taxed? 
I do  not  quite  follow  how  that  could  arise. 
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27,767.  In  getting  your  estimate? — I feel  quite  sure 
that  this  estimate,  although  it  has  some  margin  of 
error  (mainly  with  the  annuity  profits),  has  not  a 
margin  of  error  that  is  probably  more  than  10  per 
cent. 

27,768-.  But  you  have  made  an  estimate  of  every 
possible  source  of  taxable  profit,  whether  it  is  from 
investment  income  or  any  other  source? — Yes,  I have 
done  it  as  closely  as  I can. 

27.769.  That  rather  supports  the  contention  that  I 
advanced  just  now,  that  you  are  proposing  to  substi- 
tute, for  the  option  which  at  present  exists,  the  right 
to  tax  on  both  sources  of  profit  miscellaneous  profits, 
we  will  call  them,  and  investment  income? — In  making 
this  estimate,  I am  supposing  that  the  charge  will 
be  made  exactly  in  accordance  with  paragraph  25  of 
my  third  paper. 

27.770.  My  point  really  is  this : that  you  are  now 
taxing  the  investment  offices,  not  only  on  all  their 
investment  income  less  expenses,  but  everything  else 
nhich  might  be  considered  as  a profit?. — Not  every- 
thing. else,  I think.  I am  leaving  out  entirely  profit 
or  losses  on  realization  of  investments;  but,  subject 
to  that,  I think  it  does  take  everything  which  can 
fairly  be  called  revenue;  and  I think,  generally  speak- 
ing, it  covers  income  from  investments,  fines  and  fees, 
profits  on  reversions  and  annuity  profits. 

27.771.  Is  not  the  attitude  of  the  Inland  Revenue 
in  this  respect  a somewhat  oynical  one,  having  regard 
to  the  fact  that  for  many  years,  long  before  the  tax 
was  at  anything  like  its  present  level,  the  offices  have 
contended:  that  they  are  over-taxed,  a contention 
which  has  been  supported  by  more  than  one  Chan- 
cellor of  the  Exchequer  (I  have  read  some  quotations), 
while  your  proposed  amendment  involves  them  in  an 
additional  burden  of  £50.000? — I think  you  are  only- 
taking  part  (1)  of  my  third  paper. 

27.772.  I:  am  simply  on  the  basis  of  assessment  now. 
— If  you  simply  take  part  (1),  I should  say  that  a 
reasoned  basis  of  assessment  would  take  this  trifle 
more  from  the  Life  Assurance  companies  than  they 
have  paid,  in  the  past. 

27.773.  In  contradiction  to  their  own  contention 
and  the  admissions  which  have  been  made  by  political 
authorities? — I do  not  know  what  you  have  in  your 
mind. 

27.774.  I*  will  not  say  anything  more  on  the  point. 
I think  the  whole  of  your  evidence  is  based  on  the 
introduction  of'  a quite  new  element,  investment 
inoome,  instead  of  a consideration  of  the  question 
from  the  point  of  view  of  the  legal  position  ? — I 
should  suggest  that  that  iB  absolutely  the  oldest 
element  in  this  consideration. 

27.775.  In  the  second  sentence  of  paragraph  5 of 
your  third  paper,  you  say:  “ Until  1915  any  person 
whose  business  consisted  partly  of  making  investments 
was  chargeable  to  Income  Tax  on  his  gross  investment 
income  or  on  his  profits,  whichever  happened  to  be 
the  greater.”  As  a matter  of  interest,  is  that  strictly 
correct  ? Was  not  that  limited  by  the  section  I quoted 
just  now,  section  23  of  the  Customs  and  Inland 
Revenue  Act,  1890?— That  is  a relief  section.  He 
was  required  to  pay  tax  on  that  in  the  first  place. 

27.776.  He  could  set  off  his  losses  in  trade? — Yes, 
he  could  set  off  his  losses  in  trade  against  his  aggre- 
gate income  from  all  sources. 

27.777.  There  was  a suggestion  that  Life  Offices 
might  possibly  say  the  same  thing,  was  there  not? — 
I believe  it  was  raised  by  one  company — one  of  the 
Edinburgh  companies,  I think. 

27.778.  Was  it  in  order  to  avoid  the  possibility  of 
doing,  that  that  the  Inland  Revenue  put  in  Schedule 
D,  Cases  I and  II,  Rule  15  (2) . “In  ascertaining 
whether  an  assurance  company  has  sustained  a loss 
in  respect  of  its  life  assurance  business,”  and  so  on? 
Yes,  that  was  passed  in  1915  to  make  the  law  quite 

^27,779.  I do  not  know  that  it  was  for  that  purpose. 
It  was  perhaps  to  prevent  the  Life  Offices  obtaining 
the  advantage  which  they  might  have  got  from  the 
existing  state  of  the  law.  However,  it  is  not  very 
important? — I do  not  think  that  is  so.  I think 
certainly  it  was  put  in  to  prevent  a Life  Assurance 
company  making  such  a claim,  because  it  was  felt  it 
would  not  be  right. 


27, 7 SO  i It  is  the  suggestion  that  1 put  before, 
namely,  that  it,  at  any  rate,  implied  a somewhat 
uneasy  conscience  on  the  part  of  the  Inland  Revenue? 
— No,  I should  not  admit  that,  because  I think  it 
would  be  quite  absurd,  for  the  Life  Assurance  com- 
panies to  make  such  a claim  as  that. 

27.781.  Mr.  Kelly.  Dr.  Stamp,  you  cannot  be  here 
after  lunch;  you  may  have  one  or  two  important 
questions  to  ask.  Mr.  Geoffrey  Marks'  examination 
will  last  some  considerable  time  longer,  and  as  it  is 
so  late  now,  Mr.  Geoffrey  Marks  has  been  good  enough 
to  tell  me  lie  will  interrupt  his  examination  while 
you  put  your  questions. 

27.782.  Dr.  Stamp : 1 had  an  interesting  suggest- 
ion made  to  me,  suggesting  a solution  of  the  difficulty ; 
i do  not  know  whether  it  has  passed  through  your 
mind,  and  whether,  if  1 explain  it  now,  you  might 
like  to  give  an  opinion  offhand.  It  is  something  on 
these  lines.  It  leads  up  to  this  as  a final  method  of 
allowance.  It  is  designed  to  bring  home  to  the  indi- 
vidual policyholder  a little  more  closely  than  the 
average  solution  of  a lower  rate  does,  perhaps,  the 
true  relief  that  is  due  to  him  on  the  interest  on  his 
own  policy  for  him  himself,  and  it  is  to  be  given  effect 
to  on  these  lines.  That,  if  the  man  is  liable,  we  will 
say,  at  2s.  in  the  £,  you  shall  take  the  amount  of  his 
premium  and  apply  a factor  to  it.  Instead  of  allow- 
ing £1  premium,  you  would  allow  him  £3.  But  if  his 
rate  of  tax  was,  say,  4s.,  you  would  add  only  25  per 
cent,  to  his  premium.  I will  explain  the  relation  in 
a minute.  When  the  assessment  is  to  be  made,  the 
man’s  premium  is  looked  at,  and  df  he  is  paying  a 
low  rate  of  tax,  a high  factor  would  apply;  if  he 
is  paying  at  4s.,  a comparatively  small  factor  would 
apply ; if  he  is  paying  at  6s.,  nothing  would  apply ; 
if  he  is  paying  at  10s.,  including  Super-tax,  instead' of 
allowing  the  whole  premium,  you  would  allow  a 
fractional  part,  say  four-fifths.  If  I may  give  just 
two  or  three  illustrations  at  the  several  stages,  you 
will  probably  see  the  underlying  principle  at  once. 
Take  the  case  of  the  man  who  is  liable  to  2s.,  and 
the  whole  of  whose  premiums  amount  to  £100.  Now 
it  is  assumed  that  you  can  find  a common  relation 
between  premium  income  for  the  given  policy  and  the 
amount  of  investment  interest  that  accrues  to  that 
policy.  We  will  assume  that  for  every  £100  premium, 
there  is  an  interest  of-  £50  accumulating  to  that 
policy,  on  the  average.  Just  take  that  relation,  for 
the  sake  of  argument — that  you  have  established  a 
relationship  of  £50  interest,  on  the  average,  to  £100 
premium,  over  the  period.  The  man  is  liable  at  2e., 
and  he  gets  allowances  on  the  £100  premium ; that 
equals  200  shillings,  in  all,  of  tax.  On  his  policy 
there  is  £50  of  interest,  by  our  hypothesis,  which  gets 
charged  at  present  at  6s.,  whereas  his  true  rate  is 
only  2s.  Therefore  he  is  overcharged  on  £50  at  4s., 
which  represents  an  overcharge  of  200  shillings.  If 
you  make  such  an  adjustment  on  his  allowance  as 
will  give  an  excess  allowance  to  counterbalance  that 
overcharge,  then  the  man  will  be  properly  taxed ; or  if 
you  can  give  him  an  allowance  not  only  of  the  200 
shillings  that  he  is  entitled  to  at  present,  but  of 
another  200  shillings,  that  would  cancel  out.  That 
would  be  achieved  by  multiplying  his  allowance  bv 
three;  you  would  give  an  allowance  of  £300  at  2^.,  and 
thus  neutralize  the  overcharge.  Now  take  the  case 
of  the  4s.  man.  He  gets  allowed  4s.  in  the  £ on 
the  £100  premium,  which  equals  an  allowance  of 
400  shillings.  The  overcharge  on  his  interest  is  repre- 
sented by  £50  at  6s.,  but  he  ought  to  pay  £50  at  4s. 
That  is  an  overcharge  of  £50  at  2s.  He  is  charged 
100  shillings  too  much.  Now  the  suggestion  is  to  give 
him  that  overcharge  in  his  allowance  by  giving  him 
4s.  on- £125,  instead  of  on  £100,  applying  the  factor 
of  five-fourths  to  his  premiums.  Now  if  you  take  the 
case  of  the  man  at  6s..  obviously  there  is  no  necessity 
for  allowance  there,  because  that  is  exactly  his  true 
rate  on  his  income.  Now  take,  the  man  at  lOs^. 
he  gets  an  allowance  of  100  times  10s.,  or.  1,000 
shillings  on  his  assessment.  But  he  underpays  in  the 
interest,  because  he  is  charged  £50  at  6s.,  and  he 
ought  to  be  charged  £50  at  10s.  Therefore  he  is 
undercharged  50  times  4s.  ; that  is  200  shillings,  which 
ought  to  come  off  his  allowance.  You  can  get  it  oft 


MINUTES  OP  EVIDENCE. 


1369 


& December,  1919.] 


Mb.  M.  ©.  Fortado. 


^Continued. 


Jjis.  allowance  if  you  reduce  bis  premium  from  £100 
tch  £t>0.  £>o  m tiie  case  of  a man  at  10s.,  the  scale 

would  give  you  a reduction  of  his  premium,  four- 
fifths.  So.  if  you  could  find  that  relation  between 
interest  and'  premium,  the  suggestion  is  you  could  get 
for.  eveiiy  man  practically,  by  the  initial  allowance  in 
his  assessment,  a true  adjustment  for  the  overcharge. 

27,783;  Mr.  McLintoc/c : There  would  be  in- 

equalities. 

27’, 7 84.  Dr-..  Stamp:  Obviously  there  would  be  in- 
equalities there,  but  the  assumption  is — and  I should 
like  Mr.  Furtado’s  view  of  this — that  there  is  a 
fairly  stable  relationship  between  premium  income 
and  investment  inoomo  over  companies  of  the  same 
type,  and;  keeping  out  industrial  companies. 

27,785.  Sir  W.  Trower : Supposing  a policyholder 
is  exempt? 

27,786:  Dr.  Stamp : Obviously  the  exempt  policy- 
holder  gets  nothing.  It  is  assumed,  I think,  that  in 
this,  olass  of  assurance  oompany,  getting  away  from 
an  industrial  company,  and  with  a low  exemption 
limit,  that  would  be  a negligible  factor. 

27,787.  Mr.  MeLintock : That  factor  is  given  in 
Mr.  Furtado’s  paper  already? — I think  I can  give 
you  some  particulars  with  regard  to  the  relation  of 
gross  interest  inoome  to  premium  income.  I think 
I>  have  stated  in  my  proof  that  on  an  average  in 
ordinary  funds  it  can  be  taken  at  practically  one 
half.  It  is  as  nearly  one  half  as  possible,  but  of  course 
that  is  merely  an  average;  it  means  nothing  in  re- 
lation to  the  particular  companies.  That  is  with 
the  ordinary  oompany;  if  you  take  the  industrial,  I 
think  you  may  say  that,  taking  it  all  the  way  round, 
it  is  15  per  cent. 

27;788.  Mr.  Marks : What  is  that  relation?  The 
interest  inoome  in  the  industrial  oompany,  say,  is 
15  per  cent,  of  the  premium  income? — It  is  an 
average,  just  as  the  one  half  is  an  average.  It  has  no 
bearing  on  individual  companies.  But  taking  the 
whole,  it  would  be  just  about  15  per  oent.  of  the 
premium  income.  As  I said,  it  has  no  relation  at 
all  to  the  varying  companies;  but  if  you  take  old 
established'  companies,  you  will  find  a varying  pro- 
portion from  about  one  half  up  to  two-thirds  or  even 
more;  you  will  find' cases  where  the  interest  income  is 
practically  equal  to  the  premium  income,  and  you  will 
find  some  closed  funds  where  the  investment  income 
even  exceeds  the  premium  income.  But  taking  it  all 
over,  it  is  practically  one  half.  With  regard  to  this 
suggestion  I think  I ought,  to  point  out  one  or  two 
things.  To  my  mind,  what  it,  is  necessary  to  do  if  the 
Commission  are  anxious  to  relieve  any  of  the  diffi- 
culties that  at  present  arise,  is  to  bear  in  mind,  first 
of  all,  the  cases  of  the  inequalities  which  arise  among 
policyholders  because  of  the  position  of  non-profit 
policyholders  and  because  of  the  position  of  policy- 
holders who  are  not  liable  to  Income  Tax  at  all ; 
and  also,  what  to  my  mind  is  a really  much  more 
important  question  than  many  people  think — because 
they  have  not  thought  about  it  at  all — the  really 
serious  embarrassment  that  taxation  at  source  at 
high  rates  causes  to  the  companies  themselves. 

27,' 789.  Mr.  Pretyman  : On  their  older  contracts  ? 
— Or  on  any  contracts.  Even  supposing  you  take 
the  average  computation  of  1 to  2,  as  the  ratio  of 
investment  income  to  premium  income,  this  could 
not  be  applied  generally.  But  then  when  you  come 
to  the  individual,  it  has  absolutely  nothing  whatever 
to  do  with  the  matter.  Just  as  the  average  life 
is  no  man’s  life,  this  average  relation,  even  if  you 
adopted  it  throughout,  lias  nothing  to  do  with  the 
individual  case.  You  might  say  that  the  taxpayers 
between,  we  will  say,.  £500  and  £1,000  a year,  were 
three-quarters  of  a million,  or  whatever  it  is  (I  have 
not  it  in  my  mind  at  all)  and  you  might  reasonably 
say  that  the  interest  received  by  those  three-quarters 
of,  a npillion  of  people  was  roughly  one  half  their 
premiums ; but  it  has  no  application  at  all  when  you 
come  to  the  individual  case.  In  fact  you  get  the 
case  that  Mr.  Marks  has  put  to  us  this  morning, 
where  a man  takes  out  his  policy  at  age  20,  and 
ie  lives  till  age  80,  and  at  the  end  you  will  have 
been,  charging  him  on  so  much  interest  during  his 
life,  or  allowing  him  in  respect  of  his  interest,  and 


he  never-  get3  any.  Again,  you  get  a man  who  takes 
out  a policy,  and  who  has  paid  £50  on  it  in  the 
course  of  a couple  of  years,  and  who  gets  £500.  He 
has  had  £450  interest;  what  you  will  have  charged 
him  in  your  attempt  to  get  something  relating  to 
the  individual  will  be  quite  absurd. 

27.790.  Dr.  Stamp  : Take  the  class  of  case  of  the 
man  liable  to  2s.  as  a normal  section  of  the  com- 
munity. That  class  would  have  the  average 
mortality  experience  of  the  whole  country? — Yes. 

27.791.  Would  it  not  be  fair  to  say  that  you  have 
narrowed  down  the  inequalities  to  the  whole  class 
that  are  liable  at  2s.  You  could  not  get  any  nearer 
to  the  individual  than  that  ? — The  fact  that  you  have 
narrowed  them  down  to  the  class  does  not  at  all  mean 
that  you  have  taxed  the  individual  properly.  As  a 
matter  of  fact  you  have  created  much  greater 
inequalities  for  the  individual,  by  doing  that,  than 
you  can  ever  have  by  letting  the  tax  be  paid  in  the 
bulk,  and  the  man  who  really  gets  the  interest  bears 
his  share  of  it. 

27.792.  But  I think  you  could  say  that  we  have 
dealt  with  all  the  2s.  payers,  and  we  have  dealt 
with  all  the  3s.  payers,  as  a whole  and  put  them  right ; 
but  as  regards  those  who  die  early  or  who  die  late, 
we  cannot  deal  with  that? — I should  say  you  have 
added  a great  many  inequalities  that  at  present  do 
not  exist,  but  you  have  not  reduced  any  that  at 
present  exist. 

27.793.  I do  not  see  why  we  have  added  any? — 
Because  you  would  be  actually  charging  the  wrong 
man  for  interest  year  by  year,  when  he  may  never 
receive  any  at  all.  You  do  not  do  that  now. 

27.794.  Bub  it  is  the  same  for  all  that  particular 
class  of  taxpayers  who  are  liable  at  2s.? — Yes,  but 
what  it  meaDs  is  that  in  the  case  of  the  man  who 
receives  £450  of  interest  the  adjustment  is  some- 
thing which  has  no  relation  at  all  to  his  £450. 

27.795.  Mr.  Marks : Your  point  is  that  even  in 
the  2s.  class  there  would  be  a wide  range  of  inequity 
ranging  from  the  very  lowest  up  to  the  very  highest"? 
— Yes. 

27.796.  Dr.  Stamp:  I suggest  to  you  that  the 
general  average  rate  that  is  being  suggested  as  a 
lower  figure  is  trying  to  do  two  things.  It  has  to 
deal  with  two  sets  of  inequalities  : inequalities  of  the 
rates  of  tax  of  different  taxpayers,  and  inequalities 
of  rates  of  mortality.  Now  this  suggestion  seems  to 
clear  one  of  that  set  out ; it  still  leaves-  you  with 
the.  inequality  of  mortality,  but  it  does  do  something 
to  clear  out  the  inequalities  of  rate  of  tax? — Per- 
sonally I think  it  does  nothing  at  all ; because  when 
you  come  to  the  interest  due  to  the  individual-  you 
are  working  on  a principle  of  average,  which  has 
nothing  whatever  to  do  with  the  individual. 


27.797.  Mr.  Pretyman:  I am  afraid  I perhaps  do 
not  quite  grasp  this  subject  so  fully  as  either  Dr. 
Stamp  or  Mr.  Geoffrey  Marks.  I should  like,  for 
my  own  information,  to  get  this  quite  clear.  What 
I understand  this  proposal  that  Dr,  Stamp  has 
referred  to,  to  be,  is  that  this  particular  allowance 
should  be  made  in  this  particular,  form  to  the  policy- 
holder?—Yes. 

27.798.  And  that  he  will  pay  his  premium,  and'  in 
respect  of  nis  premium  lie  will  get  an  abatement 
from  his  own  Income  Tax? — Yes. 


27.799.  But  the  object  of  that  abatement,  as  I take 

it,  is  simply  to  induce  him  to  take  a premium  to 
insure  his  life?— No.  As  I understand  Dr.  Stamp 
he  realizes  that  the  fact*  that  we  charge  a Life 
Assurance  company  on  its  interest  at  the  rate  of 
6s.  in  the  £ is  really  rather  hard  on  the  policy- 
holder. J 

27.800.  I quite  understand  that,  but  may  I just 
put  my  point.  What  I cannot  see  is  how  that  affects 
the  companies.  The  allowance  that  is  proposed  to 
be  made  is  to  the  man  who  takes  out  his  life  policy? 


27,801.  And  he  gets  an  individual 
affects  him  only? — Yes. 


allowance  which 


27,802.  And  which  does  not  seem  to  me  to  touch 
the  company  at  all.  I cannot  see  why  it  affects  the 
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company.  The  company  gets  the  premium ; then 
assuming  that  the  principles  that  you  have  laid  down 
here  in  the  early  part  of  your  paper,  upon  which 
Mr.  Geoffrey  Marks  has  been  examining  you,  are 
carried  out  and  supposing  the  company  is  taxed 
upon  its  interest  plus  the  other  items  which  have 
been  referred  to,  I cannot  see  how  the  companies  are 
affected  by  the  remission  of  tax  which  is  given  to 
the  individual  who  takes  out  a policy  on  his  own 
account. 

27.803.  Mr.  Marks  ■ Your  point  being  that  the  two 
questions  are  quite  distinct. 

27.804.  Mr.  Pretyman : They  seem  so  to  me : 

distinct  to  this  extent,  that  it  is  a question  of  the 
taxing  of  the  individual  who  gets  an  allowance,  but 
I cannot  see  how  the  company  is  affected  afterwards 
by  the  question  of  whether  that  individual  got  an 
allowance  or  not? — I think  that  is  quite  true.  You 
are  speaking  of  the  matter  quite  apart  from  Dr. 
Stamp’s  suggestion  just  now. 

27.805.  I understand  his  suggestion  to  apply  only 
to  the  two  qu'.stions ; but  take  them  separately.  One 
is  the  allowance  which  is  made  to  the  man  as  an 
abatement  from  his  Income  Tax  when  he  takes  out 
a premium.  That  is,  as  I understand  it,  an  induce- 
ment to  him  to  adopt  that  form  of  saving — that  he 
will  take  out  a life  policy.  All  I understand  Dr. 
Stamp’s  proposal  to  be  (perhaps  I misunderstand  it) 
is  this : that  in  that  case,  the  point  at  which  tax 
is  deducted  at  the  source  being  6s.,  in  order  to 
remove  the  present  inequity  as  between  different 
people  who  take  out  policies — broadly  stated,  the 
position  is  that  people  subject  to  higher  rates  of  tax. 
escape  a great  deal  more  than  people  who  are  subject 
only  to  very  low  rates  of  tax.  That  is  the  hardship, 
is  it  not? — That  is  one  of  the  hardships. 

27.806.  That  is  the  particular  hardship  that  Dr. 
Stamp  proposes  to  meet,  is  it  not? 

27.807.  Dr.  Stamp : It  is,  and  it  appeals  to  me. 
Assume  that  we  grant  that  the  Legislature  wants  to 
continue  the  present  allowance  for  premiums  on 
principle,  it  ,'s  designed  to  utilize  such  an  allowance. 

27.808.  Mr.  Pretyman : Will  you  say,  first  of  all, 
how  that  affects  the  companies,  except  that  perhaps 
they  get  more  policies  taken  out? 

27.809.  Dr.  Stamp : Yes,  but  if  it  is  agreed  to  be 
the  main  principle  that  you  wish  to  allow  a man  at 
the  rate  that  he  is  liable  to  tax  upon  the  premium 
that  he  pays,  you  have  to  work  in  relation  to  a certain 
inequality  which  exists,  which  arose  through  taxation 
at  the  source,  that  is,  the  depletion  of  the  benefits 
accruing  to  him  on  his  policy  at  a flat  rate.  The 
question  is  whether  those  who  are  hit  by  the  flat  rate 
cannot  be  put  right  in  their  original  allowances,  and 
those  who  are  benefited  by  the  flat  rate  cannot  be  also 
put  right  in  their  original  allowances.  It  is  a kind 
of  attempt  to  adjust  the  inequality  that  arises  in 
taxation  at  the  source,  through  the  original  allowance 
that  you  intend  to  give  them.  I think  Mr.  Furtado 
has  followed  me? — I have  followed  you. 

27.810.  The  company  will  continue,  of  course,  to  be 
liable  at  6s. 

27.811.  Mr.  Pretyman:  What  puzzled  me  was  that 
you  put  forward  that  proposal,  and  Mr.  Furtado 
answers  it  by  a statement  as  to  the  average  relation 
between  the  interest  of  the  companies  and  their 
premium  income. 

27.812.  Dr.  Stamp  : I do  not  think  Mr.  Furtado  was 
bothering  about  the  company  either.  He  simply  says 
that  the  suggestion  does  not  achieve  what  I wanted 
to  achieve,  namely,  the  correct  assessment  of  the 
individual. — May  I say  that  I only  referred  to  the 
relation  between  the  premium  income  and  the  invest- 
ment income  of  the  company  because  Dr.  Stamp  is 
basing  his  argument  on  the  average  relation  existing. 
That  is  where  he  derives  the  factor  which  he  is 
intending  to  apply  to  the  premium  in  order  to 
increase  it  or  reduce  it  so  as  to  mitigate  the  inequality. 

27.813.  You  must  know  that  factor. 

27.814.  Mr.  Marks : May  I put  it  in  this  way : that 
Dr.  Stamp  is  trying  to  adjust  the  equities  as  between 
individual  policyholders,  whereas  there  is  no  relation 
common  to  all  policyholders  between  the  premium 
income  and  the  interest  income? — That  is  so. 


27.815.  Dr.  Stamp : But  is  there  not  an  unbiassed 
section — any  section  which- you  might  cut  out  of  the 
assurance  company. 

27.816.  d/7-.  Marks : No,  1 think  not. — What  I say 
is  that  all  you  do  is  to  oreate  more  inequalities,  with- 
out doing  anything  at  all  to  reduce  the  inequalities 
that  at  present  exist. 

27.817.  Dr.  Stamp:  You  leave  out  of  touch  the 
inequalities  arising  between  the  individual  taxpayer 
as  to  length  of  life  in  a particular  class,  but  in  so 
far  as  you  divide  them  into  classes  who  are  charged 
separate  rates  of  tax,  I think  you  get  rid  of  in- 
equality?— I say  because  you  have  applied  a factor 
to  the  premium  allowances  of  10,000  policyholders, 
that  does  not  give  you  any  equality  between  those 
policyholders  at  all. 

27.818.  Mr.  Pretyman : How  can  you  give  equality 
in  the  matter  of  the  length  of  life? — I think  it  is 
quite  impossible  to  give  equality  between  policy- 
holders in  that  way.  You  have  not  only  introduced 
further  inequalities,  but  you  have  not  remedied  any 
of  the  inequalities  which  at  present  exist.  Take 
another  case : I take  a without-profit  policy  for 
£1,000,  and  my  premium  is  £40  a year,  we  will  say. 
What  are  you  going  to  do  with  me?  The  tax  rises, 
we  will  say,  from  Is.  3d.  to  5s.  in  the  £. 

27.819.  Under  this  proposal  you  would  get  your 
premium  payment  deducted  from  your  liability  to 
Income  Tax,  and  if  you  lived  for  one  year  you  would 
get  it  done  once,  and  if  you  lived  for  40  years  you 
would  get  it  done  40  times. 

27.820.  Dr.  Stamp : The  factors  will  alter  every 
year  according  to  the  shifting  of  the  rates  of  tax  as 
compared  with  the  normal  rate? — Dr.  Stamp  is 
suggesting  that  I should  not  get  merely  my  premium 
allowance,  but  that  some  factor  is  going  to  be  applied 
to  it  which  he  thinks  will  rectify  the  difference  between 
the  rate  of  tax  I ought  to  bear  on  the  interest  on 
my  policy  and  the  rate  of  tax  the  company  has  borne 
for  me. 

27.821.  Mr.  Pretyman : I do  not  see  how  that  is 
going  to  make  any  difference  to  the  individual  com- 
panies. That  problem  would  adjust  itself  over  the 
whole  area  of  assurance  at  some  time.  Qua  the 
nation,  they  will  have  to  get  back  as  much  from 
people  with  big  incomes  as  they  would  give  to  people 
with  small  incomes? — Yes. 

27.822.  Mr.  Marks : The  age  of  the  assurance  com- 
pany would  come  in. — I should  say  that  that  solution 
could  certainly  not  cost  less  than  has  been  suggested 
in  these  proofs,  and  could  not  possibly  reduce  the 
inequalities  which  we  seek  to  reduce,  but  would  create 
a great  many  more  inequalities. 

27.823.  Is  It  not  a fact  that  Dr.  Stamp’s  proposal 
is  founded  on  an  assumption  which  is  in  itself  radically 
unsound? — I think  that  Dr.  Stamp’s  proposal  is 
attempting  to  extend  a principle  of  average  to  a place 
where  it  is  impossible  to  apply  it. 

27.824.  Dr.  Stamp : The  proposal  before  us  is  to 
reduce  the  rate  from  6s.  to  4s.  6d.  That  equated 
rate  will  leave  the  average  man  who  is  liable  to  2s. 
overcharged  irrespective  of  the  length  of  his  life, 
and  it  still  leaves  the  richer  man  undercharged — 
the  average  man? — I am  not  sure  that  that  is  so. 

27.825.  This  scheme  puts  the  average  man  right,  in 
his  class? — I am  not  quite" sure  that  what  you  say 
is  right. 

27.826.  You  say  that  the  alternative  rate  of 

4s.  6d.  leaves  somebody  overcharged  and  some- 

body else  undercharged? — I do  not  claim  that  the 
suggestions  which  have  been  put  forward  by  me  will 
remove  all  inequalities.  I do  say  that  they  will 
reduce  many  of  the  inequalities,  and  I do  say  that 
they  will  reduce  the  inequality  that  arises  to  the 
with-profit  policyholder,  with  regard  to  the  non-profit 
policies.  They  do  reduce  inequalities  which  arise 
with  regard  to  the  policyholder  who  is  not  liable  to 
Income  Tax  at  all,  and  they  do  very  greatly  mitigate 
the  embarrassment  that  charging  the  highest  normal 
rate  creates  for  companies. 

27.827.  Mr.  Pretyman : This  4s.  6d.  you  propose  is 
to  allow  that  interest,  is  it  not?— The  suggestion  is 
to  charge  the  interest  at  4s.  6d.  instead  of  fis. 

27.828.  In  other  words,  it  is  a Is.  6d.  allowance 
to  that  extent? — Yes. 
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27.829.  Instead  of  any  allowance  which  is  now  given 
on  the  premiums? — The  allowance  on  the  premiums, 
it  is  suggested,  should  remain,  except  that  I suggest 
that  certain  allowances  in  respect  of  the  premiums 
are  not  justifiable  in  present  circumstances  and  should 
be  restricted.  The  present  allowances  in  respect  of 
the  premiums  themselves  create  very  great  inequality 
between  policyholders  as  a class,  and  I say  that  the 
saving  by  sweeping  away  the  particular  inequalities 
that  arise  from  the  method  of  allowance  in  respect 
of  premiums  might  well  be  utilised  in  reducing  the 
other  inequalities  that  arise  from  charging  the  inte- 
rest at  too  high  a rate. 

27.830.  Dr.  Stamp:  I take  it  that  your  point  is 
this : that  there  are  two  difficulties  here.  One  is 
the  individual  policyholder,  and  the  other  is  that 
embarrassment  is  caused  to  the  Life  Assurance  com- 
pany itself? — -Yes. 

27.831.  And  you  are  doing  the  two  things  at  once? 
—Yes. 

27.832.  May  I suggest  that  you  could  do  both ; 
you  could  give  them  the  higher  net  rate  of  interest 
by  reducing  the  rate  to  4s.  6d.,  but  in  application 
to  the  individual  policyholder  you  could  work  this 
solution  by  reference  to  a rate  of  4s.  6d.  and  not  6s.  ? 
— I really  do  not  think  you  would  do  anything  but 
produce  great  inequalities  and  a great  deal  of  work 
and'  a great  deal  of  misunderstanding.  In  the  end 
you  would  find  it  would  cost  you  more;  I feel  6ure. 

27.833.  Mr.  Pretyman : Perhaps  you  might  think 
over  this  point  that  Dr.  Stamp  has  put  to  you  and 
if  anything  occurs  to  you  upon  it  you  might  send 
us  a paper? — I will,  with  pleasure.  I will  think 
about  it,  but  that  is  how  it  strikes  me  at  the  moment- 
very  forcibly.  Just  to  recapitulate  my  objections 
to  it,  to  get  it  clear : I say  that  it  will  cost  as  much 
money,  that  it  will  cause  a great  deal  of  labour, 
that  it  will  produce  a great  number  of  new  inequali- 
ties, that  it  will  not  reduce  any  of  the  existing 
inequalities,  and'  that  it  will  not  reduce  the  embar- 
rassment that  this  particular  kind  of  charge  creates 
to  the  companies  in  the  conduct  of  their  business. 

27.834.  Certainly  that  last  point  is  correct;  I am 
nQt  quite  sure  about  all  the  others.  1 wish  you 
would  think  this  over  carefully?— I will. 

27.835.  Mr.  Marks : With  regard  to  the  historical 
note  on  the  Income  Tax  treatment  of  Life  Assurance 
companies  [see  Appendix  No.  7 (s) ] , how  were  the  Life 
Offices  assessed  prior  to  the  decision  in  the  Clerical, 
Medical  and  General  Life  Assurance  Company  v. 
Carter? — As  far  as  I am  aware,  they  were  assessed 
l'n  the  same  wav;  they  were  assessed  upon  their 
interest  revenue  really  from  the  institution  of  the 
Act. 

27.836.  And  the  Clerical,  Medical  and  General  Life 
Assurance  Company  v.  Carter  was  a test  case  to  Fee 
if  that  was  in  accordance  with  the  law? — Yes,  the 
Clerical,  Medical  and'  General  Life  Assurance  Com- 
pany took  this  case  to  test  whether  the  interest 
should  be  separately  charged  as  interest  or  whether 
it  should  be  simply  treated  as  part  of  their  trading 
profits.  I say  that  subject  to  correction ; I was  not 
concerned  with  Income  Tax  before  1889,  and  L can 
only  tell  you  generally. 

27.837.  I was  not  much  interested  before  then.  1 
can  only  say  this,  that  the  tax  was  not,  perhaps,  quite 
as  closely  followed  then  -as  it  is  in  these  days,  and 
I quite  believe  that  many  Life  Assurance  companies 
just  paid  the  tax  that  was  deducted  from  their 
dividends,  and  it  is  just  conceivable  that  nothing 
else  Avas  done,  because  it  was  practically  all  taxed 
by  deduction  in  those  days. 

27.838.  I merely  Aranted'  to  know  whether  you  kneAV 
— I do  not— whether  the  offices  were  assessed  on  the 
interest  income  then,  or  whether  on  their  actuarial 
profits? — No.  I should  think  Sir  Edmund  Nott- 
BoAver  could  probably  tell  you  better  than  I could. 

27.839.  Sir  E.  Nott-Bower:  I think  from  the  com- 
mencement of  the  Income  Tax  the  assurance  offices 
were  assessed  on  that  basis,  and'  my  impression  is, 
Avith  regard  to  the  particular  point  raised  in  Clerical, 
Medical  and  General  Life  Assurance  Company  v. 
Carter,  • that  that  confirmed  the  previous  practice 
which  the  Clerical,  Medical  and  General  Life  Assur- 


ance Company  wished  to  challenge. — With  that  con- 
firmation from  you  I should  say  that  is  my  answer 
— that  it  Avas  the  practice. 

27.840.  Mr.  Marks : And  it  is  that  decision,  inte- 
iesting  as  it  is  as  to  the  subject  matter  for  taxation, 
that  is  responsible  for  all  our  difficulties  in  the  last- 
30  years? — I do  not  knoAv  about  all  of  them;  it 
depends  on  Avhat  you  say  your  difficulties  were.  If 
your  difficulties  were  that  you  were  charged  on  more 
than  the  profits,  then,  apart  from  any  interest 
received  untaxed,  you  might  have  had  investment 
income  Avhich  Avas  received  under  deduction  of  tax 
of  a much  greater  amount  than  what  you  Avere 
regarding  as  your  profits;  and  that  point  was  really 
unaffected  by  the  decision  in  the  Clerical,  Medical 
and  General  Life  Assurance  Company  v.  Carter. 

27.841.  I submit  it  is  not  very  important,  but  it 
is  the  basis  of  our  difficulties,  and  it  is  also  the  basis 
of  your  present  proposal,  is  it  not? — That  the  proper 
course  is  to  charge  a Life  Office  upon  interest  less 
the  expenses ; that  is  the  basis  of  my  present  proposal. 

27.842.  If  that  decision  were  upset,  or  if  the  law 
were  altered  to  make  it  clear  that  interest  as  such 
is  not  taxable,  Avhat  are  your  objections  to  taxing 
Life  Offices  on  their  profits?— My  objection  to  taxing 
Life  Offices  on  their  profits  is  that  they  would  be 
charged  on  something  less  than  the  interest  that  is 
earned  upon  the  fund,  that  is  received  ultimately 
either  by  the  shareholders  or  by  the  policyholders. 

27.843.  It  was,  as  a matter  of  fact,  the  method 
applied^  for  a great  many  years  to  the  life  branches 
of  composite  companies?— I agree,  and  I think  very 
unreasonably. 

27.844.  The  business  so  taxed  was  in  the  mass  very 
large? — Yes,  quite  true. 

27.845.  You  have  agreed  that  if  profits  were  esti- 
mated under  Case  I of  Schedule  D they  would  have 
to  be  assessed  on  the  methods  ordinarily  used  for  the 
ascertainment  of  the  position  of  a Life  Office — the 
actuarial  surplus? — No.  I say  that  if  in  considering 
any  change  of  the  law  it  was  decided  that  Life 
Offices  should  be  charged  on  their  profits  derived' 
from  the  actuarial  valuation,  then  in  order  to  assimi- 
late the  position  to  that  of  a trading  company  you 
would  have  to  add  on  to  that  balance  of  profit  any 
interest  Avhich  has  been  debited  in  arriving  at  ?t. 

27.846.  I will  put  it  in  this  Avay,  that  subject  to 
any  adjustments  that  might  be  within  the  laiv  the 
basis  of  the  assessment  would  be  the  actuarial  valua- 
tion?—I agree  if  this  is  what  you  mean,  and  it  only 
means  this  to  my  mind,  that  if  the  basis  of  the  assess- 
ment A\rere  directed  by  law  to  be  the  valuation  profits 
of  the  life  company  with  the  adjustments  necessary 
for  Income  Tax  purposes,  it  would  be  based  on  those 
valuation  profits  with  the  addition  of  that  interest, 
and  that  in  the  result  the  companies  would  pay  very 
much  more  than  on  the  basis  that  I am  suggesting. 

27.847.  I take  it  that  your  objection  to  this  method 
of  assessing  Life  Offices  is  not  confined  to  the  one 
mentioned  in  paragraph  4,  that  mutual  offices  Avould 
escape  taxation  ? — Is  that  paragraph  4 of  the 
historical  note  [see  Appendix  No.  7 (s)]? 

27.848.  Yes. — No,  absolutely.  My  objection  to  the 
so-called  profit  basis  is  that  it  is  not  suitable  in  any 
case,  and  that  it  ropresonts  something  which  is  not 
naturally  and  properly  taxable. 

27.849.  Not  even  if  the  Life  Assurance  Offices  Avere 
regarded  as  trading  companies? — No,  not  unless  the 
so-called  profit  exceeds  the  interest  less  expenses,  and 
it  goes  to  the  proprietors. 

27.850.  In  your  paragraph  5 of  the  historical  note 
you  point  out  that  the  alterations  in  the  law  in  1915 
were  intended  to  make  the  incidence  of  the  tax  on 
Life  Assurance  companies  more  equitable;  in  Avhat 
respect  had  they  been  inequitably  treated  previously  r 
—I  think  that  they  had  been  inequitably  treated 
previously  in  this  respect,  that  AATliilst  the  real  profit 
of  the  Life  Assurance  company  was  its  interest  less 
expenses  it  was  charged  on  its  interest  AA’itliout  the 
alloAvance  for  expenses. 

27.851.  Only  in  that  respect?— In  that  respect 
principally.  Then  there  Avere  certain  other  sections 
passed  in  the  Finance  Act  of  1915.  The  first  one  had 
reference  to  the  treatment  of  Life  Assurance  as  a 
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separate  business  from  fire  or  accident  or  any  other 
kind  of  insurance.  That  separation  was  made  in  the 
Act  of  1915  in  order  to  preserve  equity  between  the 
composite  companies  and  the  purely  life  companies, 
and  the  equity  was  preserved  or  rather  instituted  by 
making  the  previous  position  of  the  pure  life  company 
apply  to  the  composite  company  as  well,  because  the 
basis  of  assessment  of  the  pure  life  company  was 
regarded  as  the  proper  basis  and  not  that  which  had 
been  applied  to  the  composite  company. 

27.852.  I presume  that  the  fact  that  the  offices  have 
not  been  allowed  to  deduct  their  expenses  must  have 
involved  them  in  a very  serious  loss  over  a long  series 
of  years? — I do  not  think  it  involved  them  in  a 
serious  loss.  It  depends  on  what  exactly  you  mean 
by  loss.  It  involved  them  in  the  payment  of  a far 
greater  amount  of  tax  than  the  revised  basis  which 
was  thought  to  be  fairer. 

27.853.  Than  the  equitable  basis? — Than  what  we 
regarded  then  as  the  equitable  basis. 

27.854.  In  dealing  with  the  question  of  allowance 
of  the  Life  Assurance  premiums,  although  that  is  not 
the  point  of  my  question  at  the  moment,  you  give 
details  of  the  laws  in  the  Colonies.  Those  details  at 
least  show  that  the  Life  Offices  are  different  from 
other  taxpayers  in  the  view  of  the  legislatures  of  the 
Colonies,  and  that  they  require  exceptional  treatment 
and  merit  unusual  favour? — That  is  quite  clear.  It 
runs  throughout  the  whole,  and  if  it  were  necessary 
I could  give  you  just  a few  particulars  as  to  the 
different  ways  in  which  they  charge  them. 

27.855.  No,  I do  not  think  that  is  necessary. — I 
agree  it  is  quite  clear  that  in  practically  all  the 
Income  Taxes  in  English-speaking  countries  anyway 
it  is  considered  a proper  thing  to  encourage  Life 
Assurance. 

27.856.  Can  you  tell  me  w'hether  Life  Offices  are 
assessed  in  any  Colony  on  the  same  basis  as  they  are 
here? — In  the  Union  of  South  Africa  I think  it  is 
practically  the  same;  they  charge  on  interest  less 
expenses  or  on  the  profits  if  greater ; that  is  the  same 
basis  as  here.  There  is  the  same  option  there. 
There  is  another  kind  of  option  in  the  Straits  Settle- 
ments. They  charge  there,  in  the  case  of  a company 
not  incorporated  in  the  Colony,  on  the  net  profits  of 
the  company  in  the  Colony  plus  10  per  cent,  of  the 
colonial  policyholders’  share  of  the  profits,  or,  at  the 
option  of  the  collector,  on  interest  on  investments  in 
the  Colony  or  other  sources  of  colonial  income.  The 
Straits  Settlements,  however,  is  not  necessarily  a 
good  guide  for  an  important  Income  Tax. 

27.857.  I think  they  have  one  native  office,  but  I 
do  not  think  any  more? — There  is  another  point  you 
might  like  to  know;  in  British  India  the  charge  is 
upon  the  valuation  profits — I tell  you  this,  because 
it  is  the  basis  you  are  seeking,  and  I think  you  will 
like  to  know  it — and  a repayment  can  be  made  if 
the  tax  on  the  interest  suffered  by  deduction  exceeds 
the  tax  on  the  valuation  profits. 

27.858.  That  is  exactly  the  basis  which  the  Life 
Offices  suggest? — That  is  exactly  the  basis  for  which, 

I understand,  you  contend. 

27.859.  Not  I,  the  Life  Offices. — I thought  you  were 
putting  that  position  to  me. 

27.860.  Yes,  as  a member  of  the  Commission,  not 
as  in  any  way  connected  with  Life  Assurance. — I 
think  you  would  like  to  know  in  connectioii  with  a 
point  that  you  raised  this  morning  when  you  were 
speaking  of  the  possibility  of  allowing  so  much  per 
cent,  of  the  interest,  that  New  Zealand  charges  on 
the  investment  income  in  New  Zealand  less  2 per 
cent,  on  the  investments  in  New  Zealand,  the  income 
of  which  is  not  exempt. 

27.861.  That  is  the  same  basis? — Then  there  are 
other  bases,  and  I should  like  to  mention  one  or  two 
to  give  you  an  idea.  In  Queensland  there  is  an 
empiric  basis  of  25  per  cent,  of  the  premiums  in 
ordinary  funds  and  15  per  cent,  of  the  premiums  in 
industrial  funds.  In  Tasmania  there  is  a general 
basis  of  20  per  cent,  of  the  premiums.  In  Victoria 


there  is  a basis  of  30  per  cent,  of  the  premiums  in 
ordinary  funds  and  16  per  cent,  of  tile  premiums  in 
industrial  funds. 

27.862.  It  rather  illustrates  the  difficulty  of  arriv- 
ing at  any  common  basis  of  assessment  all  round?— 
Yes:  Then  as  you  know  in  Canada  there  is  exemp- 
tion of  the  whole  of  the  interest  of  funds  except  any 
portion  that  goes  to  shareholders,  and  in  the  United 
States,  although  the  method  is  much  more  com- 
plicated, the  result  in  the  team  is  touch  the  same  as 
in  Canada.  In  South  Australia  they  only  chafrgq 
half-rate,  and  the  charge  is  made  on  th6  profits 
distributable  to  policyholders  in  the  State. 

27.863.  I do  not  think  I need  trouble  you  with  any 
more,  but  I would  like  to  ask  you  this : did  not  the 
Inland  Revenue  Department  send  an  official  to 
South  Africa  to  advise  them  on  the  subject  of  their 
Income  Tax  law? — Yes,  it  was  the  Secretary  Of  this 
Commission  who  went— Mr.  Clark. 

27.864.  I had  an  idea  that  they  had  consulted  the 
Inland  Revenue,  and  that  would  probably  account  for 
their  adopting  our  basis?— I think  our  basis  was 
probably  the  general  framework. 

27.865.  Leaving  the  question  of  the  basis  of  assess- 
ment, you  will  admit  that  the  argument  for  something 
less  than  the  full  rate  of  tax  being  imposed  on  Life 
Offices  applies  equally  whether  profits  or  investment 
income  is  the  basis  of  the  assessment? — I should  not 
like  to  say  that,  because  1 say  the  profits  basis  'should 
not  apply. 

27.866.  Supposing  the  Legislature  took  the  view 
that  profits  were  tho  proper  basisi,  the  arguments  for 
a differential  rate,  if  we  may  call  it  so,  would  apply 
equally  to  that? — I do  not  know  that  they  would,  for 
this  reason,  that  if  the  legislature  took  the  view  that 
the  profits  basis  was  the  basis  on  which  to  charge  it 
would  be  tantamount  to  taking  the  viewr  that  a por- 
tion of  the  interest  should  not  be  charged  at  all,  and 
it  might  very  seriously  affect  the  question  as  to 
whether  they  would  give  any  relief  in  the  rate  of  tax 
if  they  gave  a basis  which  omitted  part  of  the  interest 
from  the  assessment. 

27.867.  I should  submit  that  the  question  of  tho 
allowance  in  respect  of  Life  Assurance  premiums  is 
quite  distinct  from  the  basis  of  assessment  and  should 
be  so  treated;  would  you  agree  with  that? — I agree 
that  one  should  nOt  mix  up  the  computation  of  the 
allowance  in  respect  of  premiums  with  any  computa- 
tion in  respect  of  interest,  because,  as  I said  this 
morning  in  reply  to  Dr.  Stamp,  I think  it  would 
be  quite  impracticable  to  do  so. 

27.868.  Yes.  I just  wanted  to  emphasize  that  point. 
Taking  the  question  of  the  lower  rate  which  you 
suggest,  on  the  basis  of  assessment,  which  you  also 
suggest^  would  you  agree  that  that  is  only  a device 
to  get  some  sort  of  relief? — Yes,  but  I think  it 
is  a very  far-reaching  relief,  and  I would  just  like  to 
explain  to  you  why  I think  it  is  more  far-reaching 
than  the  figures  at  the  first  blush  show.  I have  shown 
in  my  evidence-in-chief  that  the  average  rate  at 
which  the  interest  would  be  chargeable,  if  it  were 
chargeable  at  the  rates  at  which  the  policyholders 
are  liable,  is  3s.  41fd.,  subject  to  a foot-note  that  I 
have  given  with  regard  to  extra  tax  at  margins  of 
income.  I have  this  in  mind:  the  companies  have  an 
allowance  in  respect  of  expenses,  but  those  expenses 
are  not  wholly  expenses  of  earning  the  income,  but  are 
to  a very  touch  greater  extent  the  expenses  of  the 
social  enterprise  of  Life  Assurance.  The  expenses 
may  be  taken  on  an  average  in  ordinary  funds  as 
one-quarter  of  the  investment  income ; and  very 
strangely  it  happens — it  is  a pure  coincidence — that 
if  you  take  ofie-quarter  from  4s.  6d.  you  get,  although 
I did  not  notice  it  at  tho  time,  exactly  this  3s.  4^d., 
which  was  got  out  by  a separate  estimate.  Some  of 
tho  expenses  ought  to  be  allowed,  because  some  of  the 
expenses  are  really  in  connection  with  tho  investment 
business.  I think  that  the  extra  4d.  or  so  in  the 
£ that  we  should  gain  at  mitrgihs  of  income,  as  indi- 
cated in  the  foot-note  in  my  evidence-in-chief,  is 
a reasonable  set-off  for  the  expenses  which  really  are 
applicable  to  the  Imsiness  of  investment;  so  that  even 
if  the  rate  of  4s.  6d,  is  taken,  which  seems  very  touch 
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above  the  average  rate  at  which  policyholders  would 
bo  liable  in  respect  of  the  interest,  the  factor  of  the 
expenses  incidental,  not  to  the  business,  but  to  the 
institution  of  Life  Assurance,  equalizes  the  matter 
very  greatly. 

27.869.  That  answers  the  question  I was  going  to 
ask  you  as  to  exactly  how  you  arrive  at  your  4s.  6d. ; 
but  all  the  expenses  of  Life  Assurance  are  incidental 
to  building  up  the  source  of  taxable  income,  are  they 
uotP — I agree,  but  I do  not  think  they  are  necessarily 
entirely  in  connection  with  the  earning  of  the  income. 

I do  not  insist  upon  that  point,  and  I simply  give  it 
to  you  as  an  explanation. 

27.870.  This  is  not  a controversial  point  from  my 

point  of  view,  at  any  rate.  How  would  you  propose 
that  any  relief  under  this  heading  should  be  applied 
for  the  exclusive  benefit  of  policyholders? — I think 
it  should  be  stated  because  it  is  obviously  intended 
to  be  given  to  policyholders,  and  I should  suggest  it 
would  be  done  in  this  way : you  have  a certain 
amount  of  interest  less  expenses  to  charge 

27.871.  To  charge  to  Income  Tax? — Yes.  We  will 
suppose,  for  the  sake  of  simplicity,  that  a company  has 
an  annual  valuation  and  you  find  that  what  goes  to 
the  policyholders  in  a particular  year  is  £1,000  gross 
of  that  interest  less  expenses ; I should  say  that  the 
£1,000  should  be  taken  out  of  the  gross  interest  less 
expenses  and  that  the  relief  should  be  wholly  applied 
to  the  portion  which  does  not  go  to  the  company.  It 
is  purely  a question  of  book-keeping ; it  could  be  done 
in  many  ways. 

27.872.  I do  not  want  you  to  elaborate  it;  it  was 
just  for  guidance.  Then  in  part  (III)  of  your  third 
paper  you  deal  with  the  question  of  “ interest  re- 
ceived by  Life  Assurance  companies  in  respect  of 
loans  secured  on  life  policies,  personal  security  or 
reversions.”  Do  the  banks  supply  the  Inland 
Revenue  with  a list  of  depositors,  or  a list  of  those 
to  whom  they  make  loans? — Not  at  present;  but  this 
i3  rather  the  converse  to  depositors. 

27.873.  Yes,  it  is  to  some  extent.  I have  forgotten 
the  exact  figure,  but  I think  you  suggest  it  is  7£  per 
cent,  of  the  funds  of  the  Life  Offices  which  are  laid 
out  in  loans  to  policyholders? — I think  I said  three- 
fortieths  somewhere. 

27.874.  That  is  7£  per  cent.  If  it  held  all  through, 
the  total  funds  of  the  Life  Offices  are  about 
£500,000,000,  that  would  mean  a total  of  £35,000,000 
say,  making  a little  allowance? — Yes. 

27.875.  Have  you  any  idea  of  what  the  total  does 
come  to? — The  total  interest  on  policy  loans? 

27.876.  No,  the  total  amount  of  loans  to  policy- 
holders?— I could  tell  you.  I am  afraid  it  is  not  in 
the  list  abstract  of  the  Board  of  Trade,  but  I oould 
tell  you  fairly  well  by  taking  a proportion  of  the 
funds.  I should  say  it  would  be  roughly  the  interest 

on  £30,000,000. 

27.877.  My  point  was  to  try  and  get  at  the  sort 
of  burden  that  you  propose,  or  the  extent  of  burden 
that  you  propose,  to  impose  on  the  Life  Offices.  In 
an  office  with  which  I am  familiar  the  average  policy 
loan  is  about  £150,  so  that  if  £35,000,000  was  a fair 
estimate  you  would  get  nearly  235,000  separate  trans- 
actions of  which  some  details  would  have  to  be  given 
to  the  Inland  Revenue? — I think  it  would  be  a great 
number.  On  the  other  hand  I suggest  in  the 
evidence  that  I think  it  is  almost  certain  that  some 
sort  of  limit  would  bo  arranged  with  regard  to 
amount.  Of  course  many  of  these  loans  I know  myself 
are  very  small.  I am  not  suggesting  that  there 
should  bo  a statutory  limit,  because  I think  we  ought 
to  have  the  power  to  be  able  to  go  to  a company  and 
say:  “ did  you  pay  any  interest  to  so-and-so,”  and 
that  the  company  should  be  quite  free  to  give  us 
that  information  without  feeling  that  they  were 
infringing  - some  confidence  because  there  was  no 
statutory  power  to  demand  it. 

27.878.  Regarding  your  first  paper  on  the  allowance 
of  Life  Assurance  premiums  I do  not  propose  to  ask 
you  much.  The  reasons  detailed  for  the  allowance  in 
your  first  few  paragraphs  still  hold,  I think,  and  the 
reasonableness  of  the  allowance  has  been  more  than 
onco  affirmed  by  Parliament.  As  regards  the  table 
in  paragraph  6 of  that  paper  I cannot  quite  see  its 
bearing  on  the  argument?— I do  not  intend  it  to  have 


any  close  connection  with  the  argument;  the  table 
merely  indicates  that  at  least  there  are  a great  number 
of  really  well-to-do  people  who  do  insure  their  lives — 
merely  that.  In  1853  it  was  suggested  that  it  was 
really  only  the  struggling  professional  classes  and 
persons  dependent  on  their  own  exertions  who  insured 
their  lives;  but  it  is  quite  clear,  whatever  was  the 
case  then,  that  when  you  get  an  average  of  something 
like  £5,000,000  insurance  policies  in  a year  in  estates 
exceeding  £10,000  as  against  an  average,  we  will  say, 
of  £6,000,000  in  a year  in  all  the  estates  not  exceed- 
ing £10,000,  it  certainly  cannot  be  said  that  Life 
Assurance  is  exclusively  indulged  in  by  people  with 
small  uncertain  incomes. 

27.879.  Mr.  Pretyman : How  much  of  that  goes 
back  to  the  estate  in  Death  Duties? — A certain  per- 
centage of  these  amounts  that  are  shown  here — I could 
not  tell  you  what  it  would  be  on  the  average. 

27.880.  I expect  every  penny  of  it  goes  back  to  the 
State  in  Death  Duties? — I think  it  can  hardly  be  that. 
Of  course  these  are  the  capital  amounts  of  the  policies 
in  the  estates. 

27.881.  Mr.  Marks : I suggest  that  a large  amount 
of  those  insurances  is  effected  only  for  the  purpose 
of  meeting  Death  Duties? — I think  that  there 
is  some  little  misapprehension  even  on  that  point.  I 
have  heard  it  said  in  some  quarters  that  practically 
all  people  insure  for  Death  Duties.  Well,  as  a matter 
of  fact,  the  statistics  show  that  that  is  certainly  not 
the  case.  I can  give  you  instances. 

27.882.  Personally  I should  not  put  it  as  high  as 
that,  but  I should  say  that  the  large  preponderance  in 
amount  of  the  policies  for  large  sums  represent  insur- 
ance for  Death  Duties? — The  only  point  I want  to 
make  is  that  it  must  be  quite  a small  proportion  of  the 
persons  with  large  estates  who  make  up  their  minds 
that  they  are  going  to  insure  for  their  Death  Duties. 

27.883.  Mr.  Pretyman : Surely  you  do  not  apply 
that  directly  or  indirectly.  A person  with  a large 
estate  who  has  got  to  meet  Death  Duties  is  in  the 
habit  of  insuring  his  life,  not  necessarily  with  a view 
that  the  whole  of  the  money  received  on  that  policy 
shall  actually  directly  go  to  payment  of  Death  Duties, 
but  that  it  shall  be  a realizable  item  in  his  estate  at 
his  death  which  will  either  itself  be  available  or  will 
set  free  other  money  which  will  be  available  to  pay 
Death  Duties  ? — I should  say  that  that  is  most  likely, 
but  it  is  a little  different  from  the  argument  that  one 
hears  that  persons  do  use  Life  Assurance  in  order  to 
insure  Death  Duties. 

27.884.  Is  not  it  exactly  the  same  thing?  What 
difference  does  it  make  if  the  insurance  is  effected 
directly  to  be  paid  to  the  State  for  Death  Duties,  or 
if  it  is  effected  to  be  brought  in  with  other  assets  to 
enable  Death  Duties  to  be  paid ; morally  I cannot  see 
that  it  makes  any  difference  whatever  ? — I should  have 
thought  there  was  some  little  difference  in  idea  be- 
tween insuring  in  order  that  there  may  be  some  reali- 
zable asset  when  the  Death  Duties  come  to  be  paid, 
and  the  practice  of  insuring  in  order  to  provide  the 
Death  Duties. 

27.885.  Mr.  Marks : I do  not  think  it  is  very  impor- 
tant anyhow.  I just  suggest  two  things  in  regard  to 
your  table.  What  is  the  limit  below  which  no  Death 
Duties  are  charged  ? — For  small  estates  £100,  or  some- 
thing of  that  kind — I forget  exactly  at  the  moment. 
I really  do  not  deal  with  Death  Duties,  but  it  is  a 
figure  something  like  that. 

27.886.  I do  not  know  myself,  and  that  is  why  I 
asked  you,  but  it  does  seem  to  me  that  in  taking 
estates  not  exceeding  £10,000  net  you  have  omitted 
two  considerations.  One  consideration  is  the  very 
large  number  of  small  people  who  leave  nothing  ex- 
cept their  Life  Insurance,  and  the  other  is  the  fact 
that  amongst  the  persons  who  leave  estates  less  than 
£10,000,  there  is  an  enormous  number  of  endowment 
insurance  policies  included,  the  proceeds  of  which 
might,  but  probably  would  not,  come  into  the  Estate 
Duty  aggregate? — I not  only  admit  all  that,  but  I say 
that  the  figure  that  I have  brought  out  as  the  average 
rate  of  3s.  4£d.,  at  which  the  interest  would  be  liable, 
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shews  quite  convincingly  that  the  majority  of  the 
policies  must  be  held  by  people  of  quite  small  means. 

27.887.  On  the  allowance  for  Life  Assurance  pre- 
miums I would  only  like  to  ask  you  this : on  what 
ground  could  you  suggest  that  the  State  should  upset 
what  I submit  amounts  to  a contract  between  it  and 
the  policyholder,  having  regard  to  the  full  discussion 
of  the  question  which  took  place  in  1915  and  1916? — 
I do  not  admit  that  there  is  any  contract  between 
the  Government  and  the  policyholder. 

27.888.  I think  if  you  had  been  present  at  the  dis- 
cussions which  took  place,  you  would  probably  be 
more  inclined  to  agree  with  me  that  the  result  was 
in  the  nature  -;f  a bargain  between  the  Life  Offices 
and  the  Inland  Revenue? — To  start  with,  if  there  could 
be  a bargain  at  all,  it  would  have  to  be  a bargain 
between  the  policyholders  and  the  Government,  not 
the  offices.  But  apart  from  that  altogether,  I cannot 
conceive  how  it  would  be  possible  for  any  Government 
to  bargain  away  the  right  of  taxation  in  future. 

27.889.  I will  not  pursue  that.  Do  you  agree  that, 
having  regard  to  the  present  restrictions,  the  allow- 
ance per  £ will  be  gradually  reduced  as  policies  die 
off? — Yes,  I agree  that  it  will  be  gradually  reduced, 
but.  I think  it  will  be  at  the  cost  of  a great  inequality 
over  a whole  generation. 

27.890.  Mr.  Pretyman:  You  say  that  you  cannot 
conceive  of  the  Government  bargaining  away  its  right 
to  tax  any  particular  contract  or  sum.  What  about 
the  4 per  cent,  “tax  free”  dividends? — That  was  a 
bargain  compounding  for  the  tax,  and  there  was  a 
quid  pro  quo-,  but  this  would  be  a bargain  to  set  up 
a privileged  set  of  taxpayers.  That  is  what  the  other 
suggestion  would  lead  to. 

27.891.  No  tax  is  levied  upon  it,  and  the  tax  may 
go  up  or  down  afterwards,  but  it  will  not  affect  that 
dividend? — But  there  is  a quid  pro  quo.  The  investor 
has  paid  the  present  value  of  the  estimated  tax;  but 
there  is  no  such  quid  pro  quo  in  the  case  of  the  life 
p o' icy  holder. 

27.892.  But  the  quid  pro  quo  is  the  premium  he 
has  paid  to  the  assurance  company? — That  is  not  a 
contract  with  the  Government. 

27.893.  It  is  a contract  entered  into  with  the  assur- 
ance company  on  the  faith  of  the  Government  having 
agreed  to  treat  it  in  a certain  way  ? — The  Government 
merely  makes  certain  allowances  in  any  year  for  the 
assessing  in  that  year,  but  it  has  not  entered  into  a 
contract,  the  essence  of  which  contract  was  that  in  all 
future  years  a person  would  be  taxed  in  a different 
way  from  someone  else  in  exactly  the  same  financial 
position.  I cannot  conceive  that  it  would  be  done. 
The  overriding  consideration  must  be  an  equal  basis 
of  taxation  of  persons  in  similar  circumstances  in  any 
year,  and  I do  not  see  how  any  Government  could 
set  out  to  undertake  in  advance  that  in  all  future 
years  persons  of  similar  financial  circumstances  should 
be  differently  treated.  If  anybody  has  a legitimate 
expectation  at  all,  it  is  the  man  who,  in  a later  year, 
says:  “my  legitimate  expectation  is  that  you  will 
tax  me  on  exactly  the  same  basis  as  my  next-door 
neighbour  who  is  in  exactly  the  same  circumstances.” 

27.894.  But  you  are  dealing  with  this  matter  solely 
from  the  point  of  view  of  the  theory  of  taxation. 
There  is  another  side  of  it  altogether,  it  seems  to  me 
which  is  the  side  of  ordinary  equity.  A bargain  is 
made  between  two  people,  one  to  pay  a certain  sum 
in  consideration  of  a certain  premium  paid  by  the 
other,  and  that  payment  is  based  on  an  agreement 
by  the  Government,  not  of  a definite  character,  but 
an  agreement,  or  a Parliamentary  arrangement,  that 
there  shall  be  no  tax  at  all,  by  which  agreement  that 
particular  payment  is  to  be  free  of  tax,  quite  regard- 
less of  what  the  tax  may  be.  Subsequently  a tax  is 
imposed  on  the  existing  contract,  and  the  whole 
basis  of  the  contract  is  upset;  and  although  your 
theory  of  taxation  is  no  doubt  a very  right  and  a very- 
strong  one,  and  can  be  imposed  in  respect  of  future 
contracts,  the  objection  taken,  I understand,  by  Mr. 
Marks,  is  not  against  your  theory  of  taxation  at  all. 
but  against  upsetting  the  basis  of  an  existing  con- 
tract which  has  been  entered  into  on  the  faith  of  a 


Parliamentary  decision  that  a particular  payment  is 
not  to  be  taxed?—  1 suggest  that  the  oasis  of  the 
contract  between  the  policyholder  and  the  company 
has  nothing  whatever  to  do  with  the  premium 
allowance  at  all;  it  is  quite  independent  of  it.  It  is 
a mere  accident  that,  having  made  that  contract,  the 
man  is  allowed  by  the  Statute  law,  for  the  time  being, 
to  deduct  the  premium,  but  that  does  not  bind  the 
Government  for  any  future  year,  and  I suggest  that 
the  dominant  consideration  in  any  future  year  must 
be  that  the  tax  shall  be  raised  equally  as  between  one 
person  and  another. 

27.895.  Mr.  Marks : In  the  last  line  of  paragraph 
23,  of  your  first  paper,  you  suggest  that  it  is  de- 
sirable to  fix  the  minimum  period  of  years.  Is  not 
that  already  effected  to  a large  extent  by  the 
limitation  of  allowance  for  premiums  not  exceeding 
7 per  cent.? — It  is  not  exactly  the  same  thing.  It 
limits  the  amount  allowable  in  any  year.  1 quite 
agree  that  if  a man  took  a three-year  life  endowment 
policy,  he  would  only  get  allowed  a small  proportion 
of  the  premium.  I agree  with  that  entirely,  but  it 
is  just  a question  whether  a man  who  takes  such  a 
short  view  of  the  future  as  that,  should  receive  an 
allowance  at  all.  I should  like  to  call  attention  to 
the  fact  that  I do  not  press  this.  I only  put  this 
against  the  suggestion  that  a single  payment  for  a 
policy  should  be  treated  as  an  annual  premium. 

27.896.  There  might  be  something  said  on  that,  but 
I am  not  going  to  pursue  it.  I shall  not  ask  you 
anything  about  your  second  paper  on  the  allowance 
on  annuities,  because  although  I do  not  quite  agree 
with  all  your  argument,  I think  your  ultimate  con- 
clusion is  one  with  which  I should  agree.  Thank  you 
very  much;  I am  sorry  to  have  taken  up  so  much 
time. 

27.897.  Sir  E.  Nott-Bower : With  reference  to 
your  suggestion  for  a reduced  rate  of  Income  Tax  on 
the  interest  received  by  Life  Assurance  companies,  it 
is  a suggestion  to  outstep  the  ordinary  limit  of  the 
law  altogether,  is  it  not?  Would  you  agree  with  this : 
that  the  general  scheme  of  the  Income  Tax  is  to 
impose  Income  Tax  at  the  source  at  given  rates? — 
Yes. 

27.898.  With  regard  to  a person  whose  income  is 
under  £130,  the  present  exemption  limit,  the  law 
provides,  first,  that  he  shall  not  be  liable  to  any 
direct  assessment  to  Income  Tax,  and,  secondly,  that 
if  he  receives  any  annual  payments  subject  to  de- 
duction for  Income  Tax,  he  shall  have  the  Income 
Tax  deducted  and  repaid  to  him? — Yes. 

27.899.  The  law,  speaking  generally,  does  not  take 
steps  so  as  to  relieve  an  exempted  person  from  any 
sort  of  indirect  burden  which  might  be  regarded  as  a 
tax  made  on  him  because  he  engages  in  any  operation 
such  as  Life  Assurance,  and  so  on? — I think  that  tlv 
Income  Tax  Acts  do  contemplate  generally  that  the 
interest  of  an  individual  in  a common  fund,  shall, 
when  it  comes  out  of  that  common  fund,  be  subject 
to  any  claim  which  will  rectify  the  rate ; but  in  the 
case  of  Life  Assurance,  it  is  not  possible  to  do  it. 
The  interest  does  come  out  of  the  common  fund,  but 
it  comes  out  in  such  circumstances  that  it  is  not 
distinguished,  and  the  recipient  is  unable  to  put  in 
a claim  which  will  rectify  the  rate;  and  T think  that 
a Life  Assurance  policy  is  practically  the  only  kind 
of  investment  to  which  that  disability  applies. 

27.900.  I think  that  one  is  considering  a rather 
dangerous  matter..  Tn  the  case  of  a man  whose  in- 
come is  such  as  to  make  him  exempt  from  Income  Tax, 
the  present  position  is  that,  he  is  exempt  from  assess- 
ment altogether,  and,  secondly,  if  he  receives  a sum 
from  which  Income  Tax  has  been  deducted,  he  shah 
have  that  amount,  returned.  I think  it  might  b" 
carrying  it  too  far  to  depart  from  that  principle.  T 
think  the  argument  should,  be  very  strong  which 
would  justify  departure,  from  that  principle,  and  it 
is  just  a question  whether  the  argument  is  strong 
enough  in  the  case  that  you  propose  to  deal  with. 
The  relief  iB  open  to  the  objection  that  after  all,  if 
you  give  it.  it  will  not  go  to  the  people  who  ought  to 
have  the  relief  by  reason  of  the  smallness  of  their 
income.  The  relief  that  is  given  will  be  enjoyed  b\ 
the  millionaire  equally  with  the  poorer  person?  M> 
proposals,  of  course,  are  restrictive  of  the  benefit 
which  would  he  received  by  the  millionaire;  but  1 
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should  say  this;  that  although  there  might  be  con- 
siderable objection  in  the  case  of  a person  who  did 
not  maintain  throughout  a vested  interest  in  his  in- 
vestment, the  position  of  a Life  Assurance  policy- 
holder is  really  not  that.  Throughout  the  term  of 
the  policy,  he  has  a vested  interest  in  it.  Interest  is 
credited  regularly  at  a rate  on  his  policy  in  each 
valuation  made  by  the  company.  The  policyholder 
maintains  a right  over  the  policy ; he  can  sell  it ; he 
can  surrender  it;  he  can  borrow  on  it  from  the  com- 
pany at  any  time.  The  simple  fact  is  that  the  real 
difference  between  a life  policy  and  an  investment  is 
that  the  interest  is  continually  growing  on  the 
policy,  and  is  not  paid  to  the  man  ; in  the  other  case 
it  is  continually  growing  and  is  paid  to  the  man.  It 
is  credited  to  him  in  the  case  of  the  policy,  but  be- 
cause it  is  not  taken  out  he  misses  his  power  to  claim. 

I think  the  hardship  should  certainly  be  met.  It  is 
quite  clear  to  me  that  policyholders  as  a class  pay  a 
great  deal  more  tax  than  they  ought  to  pay,  in  that 
way.  I am  ignoring  for  the  moment  the  considera- 
tion of  any  relief  they  get  in  any  other  shape.  If  the 
interest  alone  were  considered,  [ think  there  is  a 
considerable  hardship,  and  I should  say  that  their 
position  is  not  analogous  in  any  way  to  such  cases, 
we  will  say,  as  a municipal  corporation,  or  cases  of 
that  kind.’  The  policyholder  has  a vested  interest 
throughout.  He  can  ’ deal  with  his  policy,  he  can 
borrow  on  it,  he  can  surrender  it,  he  can  do  any- 
thing he  likes.  His  interest  is  vested.  I think  he 
should  be  regarded  as  having  a vested  interest  in  the 
tax  applicable  to  it. 

27.901.  Then  there  is  only  one  other  point  I want 
to  call  your  attention  to;  that  is  on  the  question  of 
purchased  annuities.  I think  you  suggest,  do  you 
not,  that  in  the  assessment  of  an  annuitant  who  is  in 
receipt  of  interest,  the  Income  Tax  assessment  should 
be  limited  to  5 per  cent,  on  the  interest  on  the  pur- 
chase money? — Yes. 

27.902.  Would  not  that  lead  to  very  startling 
inequalities,  in  the  case  of  people  of  unequal  ability 
to  pay  Income  Tax?  Suppose  you  have  two  people, 
each  living  on  an  annuity,  let  us  say,  of  £200  a year. 
In  the  one  case  the  £20D  a year  is,  let  us  say, 
made  a charge  on  his  property,  and  he  pays  Income 
Tax  on  an  income  of  £200.  The  other  person,  who 
receives  the  same  interest  exactly,  would  pay  Income 
Tax  on  a sum  much  less,  say  £120 ; it  might  work  out 
to  about  that  figure.  The  capacity  of  those  two 
people  to  pay  Income  Tax  is  exactly  the  same.  How 
can  the  ability  to  pay  Income  Tax  be  affected  in  any 
way  by  their  positions? — I do  not  say.that  this  matter 
of  annuities  is  free  from  difficulty ; in  fact  I intended 
in  my  proof  to  indicate  that  it  was  not  free  from 
difficulty.  If  you  go  so  far  as  to  say  that  the  waste 
of  the  capital  should  be  allowed,  I cannot  conceive  any 
reason  why  the  waste  of  capital  in  a case  where  the 
capital  was  not  provided  by  the  person  you  are  charg- 
ing should  be  allowed ; and  that  is  the  only  defence 
that  I can  offer. 

27.903.  Surely  in  this  case  the  asset  is  the  purchase 
money  paid  for  the  annuity? — Yes. 

27.904.  That  has  gone  away  from  the  annuitant 
altogether? — Precisely.  I say  what  he  has  paid  for 
the  right  to  reoeive  an  income,  has  gone  away  alto- 
gether. and  although  it  may  be  right  that  you  should 
.allow  from  the  income  which  that  outlay  has  pro- 
duced, the  capital  which  has  been  expended  in  pro- 
ducing it,  I cannot  conceive  any  reason  for  allowing  a 
man  who  did  not  pav  for  his  right,  anything  at  all. 

27.905.  Sir  E.  No'tt-Bower : Then  I think  a pretty 
startling  anomaly  would  arise.  However,  I do  not 
want  to  press  the  matter  any  further ; I simply  draw 
your  attention  to  that. 

27.906.  Sir  W.  Trowcr:  In  paragraph  63  of  your 
third  paper,  and  in  your  first  paper  you  are  proposing; 
to  reduce  the  allowance  on  premiums  to  £250 
premiums? — Yes. 

27.907.  You  are  proposing  to  take  away  the  relief 

which  has  been  given  sinoe  1853? — Yes;  the  suggestion 
is  this 

27.908.  That  is  mv  ouestion : you  are  proposing 
to  take  that  away? — To  restrict  the  relief  which 
might  have  been  claimed  at  any  time  since  1853,  I 
agree. 


27.909.  And  you  say  that  your  Department  doubt 
whether  any  satisfactory  reasons  could  be  found  to 
justify  an  allowance  in  excess  of  £250? — Yes. 

27.910.  May  I suggest  to  you  three  reasons.  First, 
that  it  is  necessary,  as  has  been  suggested  by  Mr. 
Pretyman,  to  provide  for  Death  Duties.  Since  1853, 
the  Death  Duties  have  largely  increased,  and  this  year 
they  have  become  enormous,  sometimes  amounting  to 
half  the  estate.  I suggest  to  you  that  with  regard  to 
Death  Duties,  the  subject  should  be  encouraged  rather 
than  discouraged  in  the  matter  of  persons  insuring 
their  lives  to  meet  the  heavy  Death  Duties  on  estates. 

I suggest  to  you  that  is  one  reason:  I will  give  you 
two  others.  If  you  take  the  death  of  a manufacturer 
who  has  a large  capital  in  his  business : we  may 
assume  that  a large  part  of  that  capital  has  to  be 
withdrawn  from  his  business  for  the  purposes  of  Death 
Duty.  I suggest  to  you  that  it  is  essential  in  many 
cases  that  some  provision  should  lie  made  by  way  of 
insurance  to  restore  that  capital,  and  it  may  be 
necessary  to  have  a premium  far  in  excess  of  £250. 
The  third  case  I would  suggest  to  you  is  the  case 
where  it  is  necessary  to  provide  for  several  children, 
and  that  would  not  be  met  adequately  in  many  cases 
by  a premium  of  £250  a year.  I suggest  that  those 
are,  amongst  others,  substantial  reasons  why  you 
should  not  take  away  the  relief  that  has  been  given 
continuously  since  1853,  having  regard  to  the  enor- 
mous expenses  which  are  incurred  in  the  payment  of 
Death  Duties  on  a man’s  death? — I think  I under- 
stand the  points  which  you  have  suggested  to  me. 

I think  that  my  reply  to  them  must  be  this : that 
I quite  recognize  the  necessity  of  providing  sums  of 
money  against  the  contingencies  which  you  have  men- 
tioned, and  in  order  to  provide  for  Death  Duties,  but 
I do  not  think  that  any  of  the  arguments  which  will 
justify  an  allowance  of  the  premiums  in  order  to 
reduce  Income  Tax  charged  upon  the  person  who  pays 
them,  have  any  force  in  connection  with  those  things. 
Life  Assurance  may  be  a most  convenient  and  most 
desirable  way  of  providing  for  these  contingencies, 
but  that  is  quite  a distinct  thing,  in  my  mind,  from 
finding  arguments  which  will  support  the  allowance  of 
a Life  Assurance  premium  as  something  which  shall 
reduce  the  Income  Tax  to  be  paid  by  the  man  who 
pays  the  premiums. 

27.911.  Then  you  disagree  with  the  reasons  which 

have  induced  the  various  Chancellors  of  the  Ex- 
chequer since  1853  to  make  those  allowances? — I 
think  the  various  Chancellors  of  the  Exchequer  who 
have  made  the  allowances,  have  made  them  for  the 
reasons  that  it  was  intended  to  meet  in  1853,  which 
certainly  had  nothing  to  do  with  neutralization  of  the 
Death  Duties  by  way  of  an  allowance  from  Income 
Tax.  . . 

27.912.  They  still  thought  it  advisable  not  to  limit 
it  to  £250.  Your  reasoning  may  have  been  present 
to  their  minds,  but  they  objected  to  it? — If  it  could 
be  assumed  that  the  matter  has  been  re-argued 
every  year  since  1853,  as  to  whether  an  allowance 
should  be  made  each  year,  I should  agree  with 
you  that  certain  circumstances  would  have  arisen  from 
time  to  time  which  would  be  new  circumstances ; but 
I do  not  think  it  can  be  assumed  that  this  matter 
was  debated  and  reasoned  every  year  since  1853, 
simply  from  the  fact  that  tho  allowance  has  not  been 
changed. 

27.913.  But  it  follows  from  that,  that  it  has  not 
been  considered  in  any  year? — I think  that  would  be 
largely  the  case,  and  I think  of  course  it  is  because  it 
is  under  consideration  now,  that  we  come  forward 
with  these  suggestions. 

27.914.  Mr.  TLolland-Martin : With  regard  to 

interest  received  by  Life  Assurance  companies  in 
respect  of  loans  secured  on  life  policies,  you  say  that 
the  almost  general  principle  of  Life  Assurance  com- 
panies is  to  make  application  to  the  borrowers,  who 
pay  interest  on  loans  for  the  net  amount  of  the 
interest? — Yes. 

27.915.  From  the  Inland  Eevenue  point  of  view, 
why  should  not  the  companies  be  asked  to  collect 
the  gross  interest,  and  then  the  claim  be  made 
afterwards  by  the  individuals? — Because  under  the 
existing  law,  the  borrower  from  the  life  company  is 
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entitled  to  deduct  tax  on  paying  the  interest  to 
the  life  company.  The  life  company  is  only  entitled 
to  receive  the  net  amount  of  the  interest,  and  so  it 
applies  only  for  the  net  amount  of  the  interest;  but 
it  does  not  concern  itself  at  all  to  see  whether  the  tax 
which  is  deducted  by  its.  borrower  has  reached  the 
Revenue  or  not.  It  is  not  part  of  its  business. 

27.916.  But  that  is  under  the  present  arrangement? 
— That  is  under  the  present  arrangement. 

27.917.  Supposing  you  were  to  make  any  new 
arrangement,  why  would  you  not  suggest  that? — It 
would  mean  that,  because  we  think  in  this  particular 
case  that  we  may  be  losing  a certain  amount  by 
reason  of  the  principle  of  taxation  at  the  source,  we 
should  fly  away  from  taxation  at  the  source  instead 
of  trying  to  get  the  information  which  would  help 
us  to  see  that  we  get  the  tax.  We  would  rather  main- 
tain our  principle,  if  we  can.  May  I say  one  thing 
more.  Mr.  Chairman?  There  is  one  little  point;  you 
asked  me  if  there  was  anything  that  I would  like  to 
sav  at  any  point  of  the  examination. 

27.918.  Mr.  Pretyman:  Yes.-  There  is  only  one 
point  that  occurs  to  me,  that  I think  it  is  rather 
necessary  to  make  clear,  because  it  was  brought  up 
in  the  examination  of  the  Life  Offices.  I think  it 
was  suggested  in  the  examination  of  Mr.  Hovil  that 
there  were  conditions  under  which  a life  policyholder, 
especially  a holder  of  a life  endowment  policy,  would 
get  an  extraordinary  advantage,  something  which  was 
grotesque  and  unjustifiable  in  every  way;  and  it  was 
rather  suggested  that  special  steps  ought  to  be  taken 
to  prevent  that  happening.  The  suggestion  seems 
to  be  that  a man  who  does  not  want  Life 
Assurance,  and  is  not  seeking  Life  Assurance  at  all, 
really  takes  out  an  endowment  policy  because  if  he 
survives  until  the  maturity  of  the  policy,  as  he  hopes 
to  do,  he  will  have  had  an  investment  which  gives 
a startlingly  large  return.  I would  like  to  say  that 
that  is  based  to  a great  extent  on  a misapprehension. 
The  7 per  cent,  limit  for  premiums  roughly  ensures 
that  a policyholder  will  not  get  his  full  premium 
allowance  on  anything  short  of  about  a 15-year  policy. 
I think  that  is  right.  So  that  one  may  take  the 
criterion  as  a 15-year  policy : and  the  investigations 
which  I have  made  have  proved  to  me  that  regarding 
a policy  simply  as  an  investment  on  maturity,  and 
apart  from  any  question  of  the  life  ceasing,  if  a man 
is  a Super-tax  payer,  and  he  therefore  gets  a great 
advantage  from  the  interest  being  taxed  at  the  6s.  rate 
instead  of  a higher  rate,  and  gets  the  further  advan- 
tage of  getting  the  6s.  rate  of  allowance  on  his 
premiums,  but  even  then  he  is  not  likely  to  get  more 
than  about  6 per  cent.  net.  But  if  the  maximum 
rate  of  the  premium  allowances  were  restricted  to  3s. 
in  the  £,  as  I suggest,  in  no  circumstances  would  he  be 
likely  to  get  more  than  about  per  cent,  net;  and  if 
his  advantage  (if  that  is  an  undue  advantage)  were 
limited  to  a premium  allowance  of  £250  a year,  then 
I think  that  no  policyholder,  however  wealthy  he 
may  be.  could  get  any  advantage  which  is  really  a 
strikingly  great  advantage.  The  rough  result  would 
be  that  the  premium  allowance  would  have  this  effect 
in  most  cases.  It  would  prevent  a man  from 
gambling  on  the  chances  of  his  life,  by  avoiding  Life 
Assurance  for  the  sake  of  getting  a better  gain  by 
investment.  Unless  a premium  allowance  were  given 
under  the  Income  Tax  Acts,  it  is  quite  clear  that 
there  would  be  a temptation  to  a man  to  say : “ I am 
not  going  into  a social  pool,  when  I know  that  at 
once  15  per  cent,  or  12J  per  cent.,  or  something 
of  the  kind,  of  my  premiums,  is  going  to  be  lost  in 
the  expenses  of  this  social  pool ; I am  not  going  to 
do  that;  I expect  to  live;  I have  a pretty  good  life; 
I will  take  the  chance  myself.”  Then,  whatever  risk 
he,  or  his  dependants,  may  be  at,  he  takes  that  risk 
himself,  which  he  could  shift;  he  gambles  with  the 
risk,  in  order  to  avoid  Life  Assurance,  and  makes  his 
investment  himself.  Now  the  suggestions  I have 
made  for  the  restriction  of  premium  allowances,  are 
just  about  sufficient  not  to  induce  a man  to  gamble 
on  the  risk  of  his  life. 

27.919.  Mr.  Maries : Are  not  the  existing  re- 

strictions in  regard  to  policies  issued  since  1916  also 
sufficient  to  prevent  that? — Except,  I think,  that  a 
man  can  do  it  on  a very  large  sum  if  he  is  a wealthy 
man.  I think  if  you  had  the  conditions  which  at 


present  exist  with  regard  to  new  policies,  since  June 
1916,  and  limited  the  amount  of  an  individual’s 
premium  allowance  to  £250,  then  you  have  met  quite 
substantially  the  complaint  that  anybody  can  get  an 
undue  advantage  in  the  Income  Tax  through  I, if# 
Assurance.  ° 

27.920.  And  prevent  very  large  assurance  beiuv 

actually  taken  out  for  this  purpose? — Yes.  6 

27.921.  Mr.  Pretyman:  I suppose  the  misapprehen- 
sion to  which  you  have  referred  arises  largely  from 
people  being  deluged  with  advertisements  from 
certain  associations  and  companies  which  profess  to 
give  you  a magnificent  income  in  return  for  a lif# 
policy?— That  is  so.  You  have  just  reminded  me  of 
a matter  which  I thought  might,  perhaps  be  put 
before  you.  Mr.  McLintoek  gave  me  notice  that  he 
was  going  to  ask  it,  and,  as  he  is  not  here  at  present, 
I would  just  like  to  mention  it.  He  pointed  out  to 
mo  that  the  legislation  in  1916,  when  it  swept  awav 
the  premium  allowance  in  respect  of  a deferred 
annuity,  did  not  make  any  provision  for  the  con- 
tinuance of  such  a premium  allowance  paid  to  a 
Friendly  Society  which  conducted  a widows’  fund.  I 
must  say  that  it  is  a little  startling,  and  has  created 
some  little  hardship,  and  it  is  just  a question  whether 
the  Commission  would  like  to  take  a note  of  that 
point.  I think  it  was  quite  accidental.  I think  that 
a bona  fide  widows’  fund  might  well  be  excepted  in 
the  Act  just  as  a bona  fide  Superannuation  Fund  is 
excepted. 

27,922 : Does  your  allowance  of  £250  mean  that  an 
actual  sum  of  £250  is  the  lowest  allowance  that  can 
be  obtained,  or  does  it  mean  that  the  biggest  premium 
on  which  an  allowance  could  be  claimed  would  be 
£250? — I suggest  that  the  largest  amount  which  any 
man  can  get  wrnuld  be  £250. 

27.923.  That  is,  the  amount  of  the  premium? — The 
amount  of  the  total  premiums  an  individual  may  hav# 
allowed.  At  the  present  moment  the  maximum 
amount  that  a man  with  an  income  of  £1,500  a year 
can  get  is  £250.  I would  never  allow  any  man  to 
have  more  than  £250,  and  it  works  out  very  well,  in 
this  way.  If  you  are  charging  the  company  at  the 
rate  of  4s.  6d.,  which  is  the  rate  applicable  to  a man 
who  has  £1,500,  then  it  is  quite  clear  that  a man 
who  has  over  £1,500  is  getting  an  advantage  on  the 
question  of  interest,  because  the  company  is  only 
paying  at  4s.  6d.,  and  if  he  was  assessed  direct  lie 
would  be  chargeable  at  a higher  rate.  But  I say  one 
can  ignore  that  when  one  remembers  that  the  pro- 
portion of  his  income  upon  which  he  can  get  the 
allowance  is  continually  diminishing  as  his  income 
rises,  if  you  limit  the  amount  to  £250. 

27.924.  You  safd  just  now  that  the  effect  of  that, 
limitation  would  be  that  the  advantage  of  assurance, 
except  in  the  case  of  large  incomes,  would  largely 
disappear  and  a man  would  have  no  particular  induce- 
ment to  insure;  he  might  just  as  well  invest? — He 
would  have  inducement  to  insure,  but  he  would  not 
have  more  than  inducement  to  insure.  He  would  not 
have  inducement  to  insure  merely  as  a method  of 
getting  a good  return  upon  his  investment. 

27.925.  But  that  same  thing  applies  to  Death 
Duties? — I am  not  quite  clear  in  what  way  you  mean. 

27.926.  He  would  not  have  any  particular  advantage 
in  insuring  for  Death  Duties  through  an  assurance 
office  or  by  investment? — No,  but  as  regards  Death 
Duties  I feel  that  it  is  purely  a question  of  con- 
venience ; it  may  be  a very  convenient  thing  to  insure 
for  them,  but  I do  not  think  that  is  any  reason  why 
he  should  have  the  premiums  allowed  for  Income 
Tax.  What  it  comes  to  is  this.  I cannot  see  any 
reason  why  the  Government  should  be  making  con- 
tributions to  the  extent  of  six-twentieths  (taking  the 
rate  of  tax  at  6s.  in  the  £)  of  the  premiums  that  a 
wealthy  man  pays  in  order  to  provide  for  Death 
Duties. 

27.927.  That  seems  to  me  to  be  a matter  for  the 
Government  to  decide? — I agree. 

27.928.  I point  out  to  you  that,  on  your  argument 
that  you  used  just  now,  the  man  who  has  a large 
income  and  who  has  insured  his  life  for  Death  Duties 
has  done  so  because  the  advantage  has  been  given 
to  him  by  the  Government  to  do  that,  and  he  was 
induced  to  do  that  by  the  understanding  that  he- 
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wo\ild  not  be  taxed  upon  it,  and  had  he  known  that 
that  concession  was  likely  to  be  withdrawn  he  might 
have  invested  his  money  in  some  other  way  ? — He  can 
stop  his  contract  at  any  time  he  pleases. 

27.929.  Not  in  an  old  assurance,  without  great  loss? 
—He  can  always  surrender  the  policy  or  he  can 
take  a paid-up  policy.  I do  not  say  that  there  is 
not  some  loss. 

27.930.  If  that  is  your  only  answer,  I am  afraid  it 
i&  not  a very  strong  one? — It  is  not  the  only  answer, 

I think,  but  the  other  answer  was  given  before.  I 
do  not  think  there  was  any  contract  with  the  Govern- 
ment. I do  not  think  you  can  assume  that  because 
a man  takes  a Life  Assurance  policy  with  a company 
and  because  at  the  time  he  takes  it  there  happens  to 
be  a premium  allowance,  when  perhaps  the  tax  may 
have  been  Is.  in  the  £,  he  is  entitled  to  plead  that 
he  had  any  such  legitimate  expectation  that  he  would 
receive  an  allowance  of  6s.  in  the  pound  as  will  stand 
in  comparison  with  the  legitimate  expectation  of  his 
neighbour  in  exactly  the  same  circumstances,  who  only 
receives  an  allowance  at  3s.  in  the  pound. 

27.931.  I thought  your  argument  was  a very  strong 
one  until  I heard  you  use  the  other  one  ? — I am  afraid 
I am  unfortunate. 

27.932.  When  I heard  you  point  out  that  when 
those  conditions  which  you  suggest  had  been  imposed, 
there  would  no  longer  be  any  advantage  in  his  insur- 
ing his  life,  it  seemed  to  me  therefore  that  as  you 
have  given  him  that  advantage,  you  cannot  take  it 
away  From  him  now  on  an  old  contract? — Pardon  me, 

T did  not  say  there  would  be  no  advantage  in  insuring 
his  life.  I say  there  would  be  always  an  advantage 
in  insuring  his  life  for  this  purpose,  because  it  pro- 
vides a liquid  asset  on  a contingency.  The  seoond 
advantage  is  that  it  helps  him  a very  great  deal  to 
pay  for  that  portion  of  the  premium  which  is  devoted 
to  protection  and  not  investment  at  all. 

27.933.  Sir  W.  Trower:  Then  you  do  not  think 
that  the  long  period  since  1853  is  any  inducement  to 
an  insurer  to  assume  that  the  allowance  would  be  con- 
tinued ? — I think  that  an  insurer  might  well  speculate 
upon  the  past  condition  of  the  law,  but  I think  he 
does  nothing  else.  The  fact  is  simply  this.  Before 
1916  we  had  never  had  an  Income  Tax  of  more  than 
3s  in  the  pound.  He  really  cannot  build  upon  legiti- 
mate expectations. 

27.934.  The  principle  is  the  same,  whatever  the  rate 
is  ? — The  principle  may  be  the  same,  but  when  you  are 
building  upon  the  legitimate  expectation  that  a man 
may  have  from  an  Act  of  Parliament  that  existed 
when  he  made  a contract  with  a Life  Office,  you  have 
to  take  into  account,  I think,  a difference  in  the  rate 
nf  tax. 

27.935.  The  only  question  which  arises  on  that  is 
that  you  intend  your  suggestion  to  apply  to  old  policies 
as  well  as  new? — Throughout. 

27.936.  Mr.  Kerly:  T have  not  had  the  advantage 
of  hearing  the  whole  of  your  evidence,  so  I am  only 
going  to  ask  a question  or  two  on  what  I have  heard. 
I gather  your  answer  to  Sir  Walter  Trower  was  that 
assurance  is  indeed  an  excellent  thing  and  should  be 
encouraged,  but  not  at  the  expense  of  the  rest  of  the 
community,  except  to  a limited  degree? — Except  to 
a limited  degree. 

27.937.  Of  the  three  objects  of  assurance  which  Sir 
Walter  put  to  you  I will  take  one  only — providing  for 
Death  Duties.  You  treat  the  allowance  in  respect  of 
premiums  paid  to  provide  for  Death  Duties  as  really 
a set-off  against  the  Death  Duties,  giving  a man 
back  with  one  hand  a part,  at  any  rate,  of  what  you 
are  going  to  take  with  the  other? — Yes.  T think  it 
becomes  in  effect  in  those  cases  a neutralization  of  the 
Death  Duties. 

27.938.  Let  me  see  if  there  is  not  something  to  be 
said  on  the  other  side,  purely  from  the  Reverme 
point  of  view.  T am  accepting  for  the  moment  your 
criticism  of  assisting  a man  to  insure  for  big  amounts. 
Look  at  it  nurelv  from  a business  point  of  view  in 
regard  to  the  State.  The  State  gets  much  larger 
taxation  from  bigger  accumulations  than  if  the  money 
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was  scattered,  by  reason  of  the  graduation  both  of  the 
Income  Tax  and  of  the  Death  Duties.  That  is  right, 
is  it  not?— I think  the  State  must  always  gain  by 
accumulation  of  capital. 

27.939.  The  State  not  only  gains,  but  gains  enor- 
mously, where  you  are  going  to  tax  the  whole  of  the 
fund  in  one  hand  at,  say,  10s.  6d.,  as  compared  with  3s., 
if  it  is  divided  into  20  hands.  You  gain  the  difference 
between  10s.  6d.  and  3s.  in  the  pound,  if  you  have  it 
accumulated  in  one  hand  ? — I am  perfectly  ready  to 
admit  that  if  you  have  the  income  in  one  hand,  it 
pays  a higher  rate,  and  accordingly  the  State  benefits 
in  that  respect. 

27.940.  That  is  all  I am  putting  to  you.  I am 
saying  nothing  about  political  consequences.  Now  the 
only  means  by  which  you  can  maintain  great  accumu- 
lations is  by  providing  the  successor  with  a liquid  sum 
in  order  to  discharge  Death  Duties;  otherwise  the  big 
accumulation  has  to  be  broken  up,  and  perhaps 
scattered  to  dozens  of  persons? — Not  necessarily,  I 
think.  It  happens  certainly  in  the  majority  of  cases 
the  other  way ; that  the  Estate  Duties,  or  the  bulk  of 
them,  have  not  been  provided  for  by  way  of  assurance. 

27.941.  You  are  not  quite  following  me;  perhaps  it 
is  my  fault.  I am  merely  following  out  a perfectly 
simple  line  of  inquiry.  I am  not  asking  you  anything 
as  to  the  consequence  or  as  to  latent  defects.  If  you 
have  not  provided  for  Death  Duties  by  assurance  or 
by  saving,  then  the  accumulation  is  likely  to  be 
diminished,  if  not  wholly  scattered? — Yes. 

27.942.  Now  the  two  alternatives  are  these:  pro- 
viding by  assurance  and  providing  by  saving.  Let  us 
contrast  those.  If  a man  sets  out  to  provide  by 
assurance,  as  soon  as  he  has  paid  a few  premiums  he 
has  an  immense  pressure  upon  him  to  continue  to 
save,  because  of  the  loss  which  his  stopping  would 
entail  ? — Yes. 

27.943.  Further  than  that,  if  he  is  going  to  take 
the  alternative  case  of  providing  by  saving  he  may 
die  before  he  has  saved  enough  ? — Quite. 

27.944.  Then  there  is  a very  distinct  advantage, 
from  the  point  of  view  of  getting  enough  money  to 
pay  for  Death  Duties,  in  assurance  over  other  methods 
of  saving?— I do  not  know  whether  that  is  so  from 
the  point  of  view  of  the  State;  it  certainly  affords 
a great  deal  of  convenience  to  the  man  himself.. 

27.945.  I think  you  must  be  going  back  to  think  of 
something  else — some  other  political  object.  I am 
talking  of  preserving  the  largest  taxation  revenue  to 
the  State?- -I  think  that  you  do  omit  this  from 
consideration ; that  that  large  sum  which  the  man 
who  dies  early  gets,  was  a large  sum  m somebody 
else’s  hands,  in  the  same  way,  before  it  was  trans- 
ferred from  the  Life  Assurance  company  to  the  man. 

27  946.  But  would  it  have  borne  tax  at  the  high 
rate' of  the  accumulation?  That  is  the  whole  dis- 
tinction. The  advantage  to  the  State  that  I am 
putting  to  you  is  an  advantage  arising  out  of 
dealing  with' the  upper  grades  of  the  scale  instead 
of  the  lower  grades  of  the  scale?— You  mean  to  say, 
would  the  capital,  after  the  death,  bear  tax  at  the 
same  rate?  Is  that  your  point? 

27.947.  At  the  moment?— Do  you  mean  at  the  time 

of  tho  death?  . 

27.948.  You  say  to  me  the  money  might  have  been 
in  someone  else’s  hands,  and  then  it  would  have  been 
taxed,  and  I point  out  to  you  that  it  might  have 
been  in  the  hands  of  dozens  of  people  or  of  an  assur- 
ance office,  which  does  not  pay  Super-tax,  and  so  it 
would  not  have  paid  at  the  higher  rate  of  10s.  6d. 
in  the  £,  or  whatever  it  might  be? — I should  say, 
then,  that  up  to  the  date  of  the  death  it  is  quite 
clear  that  the  Revenue  would  gain  more  by  the 
annual  sums  having  been  saved  by  way  of  investment 
rather  than  by  way  of  Life  Assurance. 

27.949.  Mr.  Kerly:  I will  not  pursue  that,  though 
T do  not  follow  you. 

27.950.  Sir  IP.  Trower : A man  who  would  save 
would  probably  save  as  a provision  for  his  dependants, 
and  the  State  would  not  get  it. 

27.951.  Mr.  Kerly:  Just  one  other  advantage 

which  had  occurred  to  me  while  you  were  discussing 
this  matter.  It  is  a very  great  advantage  in  the 
collection  of  Death  Duties  that  there  should  be  a 
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liquid  asset  available  which  will  provide  the  Death  advantage  to  the  State  as  to  justify  an  allowance  for 

Duties  iu  money.  That  is  so,  is  it  not? — I agree  Income  Tax  on  the  premiums  for  Life  Assurance, 

with  that,  but  I do  not  think  that  that  is  of  such  27,952.  Mr.  Pretyman : Thank  you  very  much. 


Sir  Arthur  Steel-Maitland , M.P..  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence-in-chief : — 

27.953.  (1)  I am  a director  of  the  Rio  Tinto  Com- 
pany. The  company  is  British  with  its  head  office  in 
London.  Its  principal  business  is  to  work  mines  in 
Spain,  and  as  subsidiary  undertakings  it  operates 
refineries  at  Wilmington  and  Roanoke  in  the  United 
States  and  a small  plant  employing  50  men  at  Port 
Talbot  in  Wales. 

27.954.  (2)  The  directors  have  been  considering  very 
carefully  the  position  and  policy  of  the  company 
under  the  new  conditions  created  by  the  war. 
Among  other  matters  it  seems  evident  that  the 
present  incidence  of  British  Income  Tax  is  likely, 
as  judged  both  from  the  experience  of  the  company 
and  from  impressions  gained  by  myself  in  other 
capacities  as  well,  to  have  a very  detrimental  effect 
on  British  interests,  unless  steps  are  taken  to  remedy 
the  present  anomalies. 

27.955.  (3)  In  this  connection,  the  experience  of  the 
company  may  be  of  value  to  the  Royal  Commission. 
It  will  be  remembered  that  the  mines  operated  are 
in  Spain.  A great  proportion  of  the  management  is 
also  located  in  Spain.  The  function  of  the  London 
Office  is  carefully  to  correlate  local  activities,  decide 
finally  on  important  sales  and  contracts  (chiefly  on 
the  Continent  and  in  the  United  States)  and  to  direct 
the  general  policy. 

27.956.  (4)  Of  the  capital  of  the  company,  the 
ordinary  shares  form  the  preponderating  part, 
amounting  to  approximately  94  per  cent,  of  the 
whole.  Of  these  shares  a large  proportion  which  has 
at  times  exceeded  half  of  the  whole  capital  is  held 
in  France.  Of  the  remainder  the  greater  part  is 
owned  in  this  country,  but  some  is  also  held  in 
Belgium  and  the  United  States. 

27.957.  (5)  The  French  owned'  shares  thus  have  to 
pay  British  Income  Tax  a3  well  as  French  taxation, 
and  these  charges  are  in  addition  to  Spanish  taxes 
Before  the  war  this  triple  taxation  was  not  so 
severely  felt,  but  (as  the  Commission  have  no  doubt 
had  placed  before  them  in  previous  evidence)  the 
general  increase  in  taxation  in  all  belligerent  countries 
has  completely  altered  the  position. 

27.958.  (6)  For  purposes  of  comparison,  the  years 
1910  and  1918  are  taken  in  the  Table  subjoined 
because  the  rate  of  dividend  was  the  same  in  those 
two  years.  They  constitute  a fair  sample,  but  the 
figures  for  others  would  be  produced  if  desired : — 


1918. 

1910. 

Rio  Tinto  dividend  distribut- 
able in  France  after  pay- 

£ 

£ 

ment  of  Spanish  taxes  ... 
Less  French  revenue  tax  paid 
by  the  company  out  of 

381,365 

583,495 

general  profits  

Actual  revenue  for  distribu- 

21,680 

20,700 

tion  in  France 

359,685 

517,795 

Less  British  Income  Tax... 

117,905 

30,205 

French  revenue  duty  pay- 
able by  individual  share- 

241,780 

487,590 

holders  estimated  at 

43,520 

nil. 

Net  revenue  enjoyed  by 
French  shareholders  ...  198,260  487,590 

27.959.  (7)  The  effect  of  double  taxation  can  thus 
clearly  be  seen,  as  also  the  serious  situation  that  is 
created  when  the  rates  are  increased  so  greatly.  If, 
however,  ns  may  well  be  the  case,  a considerable 
further  increase  is  made  in  French,  taxation  in  order 
to  balance  their  annual  budget,  the  difficulties  of 
the  position  will  be  much  enhanced. 

27.960.  (8)  The  hardships  inflicted  by  the  present 
state  of  the  law  on  individual  shareholders  in  the 
case  mentioned  are  considerable,  and  in  themselves 


deserve  remedy.  But  the  facts  have  been  cited 
because  they  may,  by  means  of  a concrete  instance, 
illustrate  for  the  Commissioners  the  dangers  inherent 
in  the  general  situation.  It  may  well  be  that  in  the 
case  of  companies  similarly  placed,  representations 
may  be  made  by  those  affected  that  taxation  should 
be  avoided,  the  imposition  of  which  they  do  not 
consider  justified.  It  may  be  urged  that  their  share 
of  the  profits  is  preponderantly  earned  outside  the 
United  Kingdom,  and  is  spent  outside  the  United 
Kingdom  Where  then  is  the  justification  for  the 
imposition  of  the  full  rate  of  British  Income  Tax? 
The  management  of  a company,  while  recognizing  that 
it  is  perfectly  practicable  to  meet  their  wishes  by 
removing  the  head  office  from  the  United  Kingdom, 
may  be  most  loth  to  do  so.  Yet  it  may  not  be  easy 
to  resist  the  representations  made.  If  this,  however, 
is  the  case  in  respect  of  existing  companies,  it  is 
much  more  likely  that  new  enterprises  now  projected, 
or  which  may  be  projected  in  the  future,  will  be  so 
arranged  that  they  are  not  subject  to  the  same  dis- 
advantages. 

27.961.  (9)  The  losses  which  may  thus  result  to  this 
country  appear  to  be  tolerably  obvious,  though  they 
seem  often  not  to  be  sufficiently  appreciated.  One 
cause  of  loss  will  be  the  fact  that  the  Income  Tax 
at  present  received  on  undistributed  profits  will  no 
longer  accrue.  I lay,  however,  the  less  stress  on  this 
point  because,  in  my  personal  opinion,  it  is  open  to 
grave  question  whether  to  charge  Income  Tax  on 
undistributed  profits,  whether  of  companies  operating 
at  home  or  abroad,  is  really  justifiable  in  principle, 
or,  in  the  long  run,  expedient. 

27.962.  (10)  Of  great  importance  is  the  consequen- 
tial loss  that  will  undoubtedly  be  experienced  if  the 
management  of  companies,  which  might  be  located  in 
this  country,  is  in  fact  domiciled  abroad.  I am 
quite  convinced  that  the  fact  that  the  direction 
of  companies  operating  abroad  has  been  located  in 
London,  or  other  parts  of  the  United  Kingdom,  has 
in  the  past  been  responsible  for  immense  orders  for 
repairs,  renewals  and  new  materials  being  placed  in 
this  country  which  otherwise  might  equally  well,  and 
in  many  cases  would  in  fact  have  been  procured  from 
abroad.  I endeavoured,  in  another  capacity,  to  try 
and  procure  a record  of  such  orders  in  the  case  of 
one  foreign  country,  in  the  development  of  which 
British  enterprise  has  played  a very  important  part. 
I regret  that  I am  unable  to  place  the  figures  before 
the  Commission  which  I had  hoped  to  obtain,  but  I 
am  convinced  of  the  magnitude  of  the  sums  involved. 
Nor  does  the  loss  stop  with  the  provision  of  renewals 
and  material  directly  consumed  in  the  enterprises 
themselves.  Direction  from  this  country  involves  a 
larger  proportion  of  British  staff  being  sent  out  for 
local  operation  management  than  would  otherwise  be 
the  case.  These,  in  their  turn,  import  British  articles 
of  use  and  consumption  themselves,  and  are  the  means 
of  spreading  similar  tastes  among  the  nationals  of  the 
country  with  whom  they  come  in  contact.  To  sum  up, 
I am  of  opinion  that,  in  the  case  of  a number  of 
countries,  the  volume  of  British  imports  in  the  years 
immediately  preceding  the  war  was  nearly,  if  not 
quite,  as  much  due  to  the  initiative  of  local  enterprises 
under  British  leadership,  as  to  any  direct  efforts  to 
sell  British  goods.  This  effect,  in  this  respect,  of 
British  enterprise  would  be  immensely  reduced  if  they 
were  no  longer  controlled  and  directed  from  the  United 
Kingdom. 

27.963.  (11)  If  this  consideration  was  true  before 
the  war,  its  importance  has  been  enhanced  by  the 
change  in  conditions  since  then.  The  amount  of 
British  capital  available  annually  for  foreign  invest- 
ment has  decreased,  while  the  proportion  so  utilizable 
in  some  foreign  countries,  e.g.,  Holland  and  the 
Scandinavian  nations,  has  grown.  At  the  same  time, 
the  United  Kingdom  still  possesses  an  asset  of  great 
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value  in  her  accumulated  experience  of  foreign  trade, 
and  adaptation  of  institutions  for  it.  As  a result, 
foreign  capital  is  willing  to  place  itself  under  British 
direction  for  purposes  of  international  trade,  if  it 
is  not  discouraged  from  doing  so.  A number  of  such 
instances  have  come  under  my  personal  observation. 

It  is  equally  clear,  however,  that,  if  Income  lax  at 
the  full  rate  is  imposed  on  the  whole  earnings  of  such 
companies,  the  charge  will  more  than  offset  the 
advantages  which  would  be  gained  by  control  from 
the  United  Kingdom.  I am  convinced  that  in  a large 
number  of  cases  the  result  will  be  to  locate  the  direc- 
tion elsewhere,  with  the  result  that  the  goose  will  be 
killed  that  lays  the  golden  eggs.  Income  Tax  will 
not  in  fact  be  received  from  such  companies,  while 
the  very  important  consequential  advantages  men- 
tioned in  the  preceding  paragraph  will  be  lost. 

27  964.  (12)  The  Commission  have  doubtless  con- 
sidered what  remedies  are  possible,  and  the  principles 
which  underlie  their  adoption  or  rejection.  I would 
not,  therefore,  venture  to  make  suggestions  on  the 
point.  Perhaps,  however,  I might  be  permitted  to 
call  attention  to  three  points  as  deserving  considera- 
tion, as  apart  from  the  broad  question  whether  it  is 
right  that  income  should  be  taxed  two,  or  sometimes 
three  times  over,  just  because  it  may  be  earned,  con- 
trolled and  enjoyed  in  different  countries. 

The  three  points  are  : — 

(a)  Is  the  imposition  of  Income  Tax  based  upon 

services  rendered  by  the  community  or 
upon  capacity  to  pay  as  measured  by  spend- 
able income?  If  both,  then  should  not  the 
charge  be  apportioned  ? If  upon  capacity 
to  pay  alone,  then  is  there  any  justification 
for  taxing  income  arising  in  the  United 
Kingdom  but  spent  outside? 

(b)  Was  not  residence  in  the  United  Kingdom 

of  the  person  charged  originally  intended 
in  the  theory  of  the  tax  as  a means  of 
deciding  whether  his  income  was  princi- 
pally spent  or  spendable  in  this  country  ? 

Tf  so,  ought  it  to  be  extended  to  the  resi- 
dence of  a legal  persona  which  exists  for 
purposes  of  transmission  to  the  actual 
spenders  ? 

(c)  Is  it  possible  to  restore  the  position  obtaining 

before  1910  under  which  bond  fide  residents 
in  France  could  claim  repayment  of  British 
Income  Tax  on  profits  neither  arising  in 
nor  enjoyed  in  this  country  ? 

[This  concludes  the  evidence-in-chief.'] 

27.965.  Mr.  Kerly : We  have  had  your  evidence-in- 
chief  and  have  considered  it.  You  deal  principally 
with  the  unhappy  position  of  a British  company 
owning  a foreign  producing  asset  and  taxed  in  this 
country,  and  having  in  some  instances,  in  the  par- 
ticular case  you  give,  foreign  shareholders  who  are 
also  taxed  at  home?- -Yes. 

27.966.  We  have  had  a great  deal  of  evidence  upon 
this  matter,  but  Ave  have  the  advantage  of  considering 
yours  with  it.  Mrs.  KnoAvles  will  commence  the 
examination. — If  you  please. 

27.967.  Mrs.  Knowles:  I think  it  is  true,  is  it  not, 
that  you  AA'ere  Under-Secretary  of  State  for  the 
Colonies  ? — Yes. 

27.968.  And  that  you  were  also  head  of  the  Depart- 
ment of  Overseas  Trade? — Yes. 

27.969.  Therefore  you  have  a very  tvide  experience 
of  all  these  companies  abroad  and.  of  British  foreign 
trade  in  general?— -A  good  deal  of  experience  of 
British  foreign  trade  and  a certain  amount  with 
regard  to  companies. 

27.970.  I take  it  that  the  gist  of  your  evidence-in- 
chief  is  that  existing  companies  in  England  may 
transfer  the  seat  of  control,  and  that  if  they  do  we 
shall  lose  the  orders  on  reneAvals  which  .are  so 
important  here,  and'  that  fresh  orders  will  not  come, 
in  which  case  Ave  shall  lose  the  original  equipment 
orders  and  also  the  reneAval  orders.  Is  that  so? — 
Yes.  I think  the  danger  is  greater  Avith  regard  to 
neAv  companies  not  coming  here.  There  is  always  a 
vis  inertia  which  may  prevent  a company  going 
abroad  when  it  is  settled  here,  but  I think  it  is 
likely  to  be  a very  considerable  deterrent  in  the  case 


of  new  companies,  and  that  they  will  not  establish 
themselves  here  in  cases  where  they  might  otherwise 

^ 27  971.  Have  you  any  specific  instances  of  any 
companies  that  would  have  set  up  here  and  have 
not  done  so?-Yes,  1 have.  1 would  S ™ 

them,  but,  of  course,  they  were  told  me  officia  ly, 
and  1 think  that  they  ought  to  be  kept  c^niLdent^ 

27  972  Mr.  Kerly:  We  will  accede  to  that.  Are 
yon ’prepared  to  mention  their  names  now.— Usr- 

t027,973.  Very  well  they  shall  be  excluded  from  the 
published  report,  if  that  meets  your  view?— From  the 

27  974  From  the  published  evidence? — Shall  I give 
the  instances  that  occur  to  me  from  memory  straight 


"2/975.  Yes,  if  you  please.— It  was  while  I was  at 
the  Department  relating  to  Overseas  Irade  that  a 
number  of  individuals  used  to  come  to  me  per- 
sonally with  regard  to  the  possibilities  of  trade.  1 
con  give  three  instances.  They  seem  to  me  typica,. 
and  though  I am  speaking  from  memory  I have  not 
the  least  doubt  there  are  more.  {The  witness  here 
nave  three  instances  to  illustrate  his  statements,  hut 
he  asked  that  the  tacts  should  he  regarded  as  con- 
fidential.]  » * * * 

27,976.  Can  you  say  from  the  rest  of  your  experience 
that  you  think  they  were  typical  of  others  ?— I should 
think  so,  because  it  came  up  perfectly  naturally  as  a 

qU27  977.  Mrs.  Knowles : Did  you  come  across  any  in- 
stances of  companies  that  actually  removed?— No  I 
have  not.  I have  heard  of  one,  but  I have  not 

Vf  27^978  l\fr.  Kerly : We  will  not  trouble  about  that, 

’ because  we  have  had  actual  cases.- -I  suppose  those 
are  the  ones  I have  beard  of,  bub  I have  not  verified 

27  979  Mrs.  Knowles:  What  would  be  your 

suggestion  as  to  the  remedy,  from  your  wide  experi- 
ence of  this  sort  of  business?— Here  I am  not  an 
expert,  but  it  seems  to  me  very  largely  a difficulty  ot 
machinery,  as  to  bow  far  it  is  possible  to  make  an 
allocation  of  the  incidence  of  the  Income  Tax  so  as 
only,  so  to  speak,  to  impose  a fair  proportion.  From 
the  ideal  point  of  view,  I do  not  think  they  ought  to 
escape  British  income  taxation  altogether,  it  they 
have  the  advantage  of  London  as  a seat  of  operation. 

I only  think  that  they  ought  not  to  bear  the  whole, 
because  it  is  too  great  a deterrent.  How  far  the 
charge  is  allocable  is,  I should  have  said,  a very 
difficult  question  of  machinery,  on  Avhich  I am  really 
not  sufficient  of  an  expert  to  give  an  opinion  which 
could  weigh  against  opinions  actually  given  by  the 

Income  Tax  authorities. 

27  980.  You  are  director  of  a company  which  is 
really  managed  from  here,  and  which  works i very 
little  in  this  kingdom,  except  for  the  little  bit  in 
Wales  that  you  have  mentioned r— Yes,  that  is  so. 

27,981.  What  advantages  do  you  consider  specific- 
ally come  to  this  particular  company  from  its  seat  ot 
control  in  England.  Do  the  orders  come  here  for 
renewals?— Very  largely.  The  chairman  and  I were 
talking  it  over,  and  Ave  both  agreed  that  the  actual 
fact  that  the  head  office  was  in  this  country  was  the 
cause  of  orders  for  fresh  machinery,  renewals  and 
spare  parts,  and  so  on,  coming  to  this  country,  when 
quite  naturally  they  might  go  elsewhere.  I do  not 
wish  to  dilate  upon  this  fact,  because  I have  not  the 
least  doubt  that  in  all  the  previous  evidence  the  Com- 
mission have  heard  this  kind  of  statement  almost  ad 
nauseam.  But,  at  any  rate,  that  was  our  own 
practical  feeling.  I have  a similar  instance  and  it 
it  would  be  of  interest,  I might  mention  it.  \\  hile  1 
aa  as  at  the  Department  of  Overseas  Trade  we  were 
promised  a return  of  the  orders  placed  each  year  by 
the  Argentine  Railway  Companies  in  this  country, 
and  at  that  time,  I remember  my  informant,  Mr. 
Follett  Holt,  A\ho  very  kindly  offered  to  get  it  i°r 
Department,  saying  that  these  Avere  orders  which 
were  influenced  in  coming  to  this  country  by  reason 
of  the  British  control. 

27,982.  Have  you  seen  that  American  Report  on 
the  export  industries?— No.  , 

27  983.  It  says  the  same  thing : that  the  orders 
come  here  because  of  the  control,  and  I understood 
the  inference  was  that  they  must  try  to  get  the 
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control  removed  to  America? — I think  it  is  a fact 
that  at  this  moment  in  America  a certain  amount  of 
pressure  or  influence  is  exerted  on  companies  which 
are  located  in  America,  not  to  remove  their  control 
from  America,  and  1 have  not  the  least  doubt  that 
this  is  one  of  the  reasons. 

27.984.  But  have  you  got  any  pressure  exerted  on 
the  company  here  to  remove  their  control  to  America  ? 
— No,  not  to  America. 

27.985.  I should  have  expected  your  company,  work- 
ing largely  in  America,  to  be  one  of  those  who  would 
have  felt  it? — No,  the  two  works  of  the  company  in 
America  are  not  really  of  sufficient  importance  to 
make  it  worth  while  to  remove  to  America — not  for 
that  reason  alone,  compared  with  the  operations  of 
the  company  as  a whole. 

27.986.  Mr.  Trotter:  Do  you  have  a French  regis- 
ter of  shareholders  ? — They  are  bearer  shares,  very 
largely,  so  that  it  is  impossible  to  tell  precisely  at 
any  moment  the  actual  amount  of  shares  owned  in 
France;  but  we  can  tell  within  comparatively  close 
limits  by  the  way  in  which  the  coupons  are  presented. 

27.987.  The  two  amounts  you  give,  for  1918  and 
1910,  show  an  approximately  similar  amount  as 
regards  the  French  shareholders;  or  have  they  been 
falling  off? — I think  in  1910  there  were  more  French 
shareholders  than  there  were  in  1918. 

27.988.  They  have  been  selling? — I would  not  say 
they  have  been  selling  for  that  reason  or  at  any  rate 
for  that  reason  alone.  1 think  probably  not,  to  be 
candid.  I think  the  decline  in  the  number  of  French 
shareholders  began  before  the  very  great  increase  in 
the  Income  Tax,  during  the  war. 

27.989.  Of  course  the  effect  of  the  differentiation 
in  tax  would  mean  a differentiation  in  price  in  the 
two  countries,  would  it  not  ? A share  would  be  yield- 
ing a higher  rate  in  France  than  it  would  here,  owing 
to  the  fact  that  less  tax  would  be  paid? — I would  not 
like  to  give  an  opinion  offhand,  but  I should  think 
that  it  would  be  unlikely  that  there  would  be  much 
difference  in  prices  in  the  two  countries,  because  of 
course  a bearer  share  could  be  sent  from  one  country 
to  another  with  such  ease,  to  be  sold. 

27.990.  You  say  that  in  your  opinion  a tax  on 
undistributed  profits,  whether  on  companies  operating 
abroad  or  at  home,  is  unjustifiable  in  principle.  Of 
course  you  know  that  the  firm  not  only  has  to  pay 
the  tax,  but  it  has  to  pay  Super-tax  as  well  ? — I agree. 

27.991.  Sir.  W.  Trower : On  the  question  of  double 
taxation  as  between  England  and  her  Colonies  and 
Dominions,  it  has  been  suggested  that  the  Income 
Tax  should  be  divided  between  the  two.  How  would 
you  suggest  that  that  should  be  applied  to  foreign 
countries? — I think  this  is  a technical  matter,  of  which 
I am  not  an  expert;  but  I have  often  wondered 
whether  it  would  be  possible  to  agree  upon  a rough 
proportion,  with  the  proviso  that  so  far  as  there  is  a 
higher  rate  in  one  country  than  in  another,  the  total 
should  not  be  less  than  it  would  have  been  if  the  tax 
has  been  levied  in  one  country  at  the  higher  rate. 

27.992.  That  would  involve  a treaty  arrangement, 
and  reciprocity  between  the  two  countries? — There 
would  have  to  be  some  convention,  I should  think. 

27.993.  That  would  depend  upon  negotiations 
between  the  two  countries? — Yes. 

27.994.  If  the  rate  was  divided  between  the 
Dominions  and  this  country,  and  then  it  was  en 
deavoured  to  apply  it  to  foreign  countries,  it  would 
follow  that  that  would  practically  be  done  by  negotia- 
tion between  the  two  countries? — I do  not  think  it 
would  necessarily  mean  a convention,  but  I agree 
that  very  likely  a convention  would  be  desirable. 

27.995.  You  could  hardly  give  a concession  in  one 
country  which  would  not  be  met  by  reciprocity  in  the 
other  country,  could  you?— I am  not  sure  about  this 
country ; but  no  doubt  you  have  had  this  in  evidence : 
that  I think  the  Americans  at  present  do  give  a 
certain  concession  with  regard  to  this  country,  without 
having  demanded  one  in  return. 

27.996.  Mr.  Kerly : No,  pardon  me;  they  do  not 
wait  for  an  agreement  with  us,  but  they  give  their 
concession  to  any  American  in  respect  of  income  from 
a country  which  has  a corresponding  provision. 

27.997.  Sir  IF.  Trower:  It  is  in  effect  reciprocity? — 


May  1 say  in  reply  to  your  question,  1 have  no  doubt 
it  would  be  wise  to  try  to  get  a quid  pro  quo  in  such 
cases  where  Income  lax,  lor  example,  is  levied-  but 
1 am  not  sure  that  it  might  not  be  wise  to  give  some 
sort  of  abatement,  even  although  there  may  not  have 
been  in  certain  instances  a quid  pro  quo.  It  might 
perhaps  pay  us  better  to  give  it  without. 

27.998.  that  is  a matter  very  largely  of  surmise,  is 
it  not— as  to  whether  the  increased  trade  in  this 
country  will  pay  for  the  deficiency  in  the  loss  of 
income  ? — Clearly. 

27.999.  Then  as  regards  control.  Do  you  suggest 
that  that  should  be  treated  by  a fiat  rate?— You  mean 
if  I take  the  case  where  income  arises  in  a foreign 
country,  and  the  company  is  controlled  here,  and  the 
income  is  distributed  in  another  country. 

28.000.  That,  1 understand,  is  the  position  of  your 
company? — Yes;  I think  that  a charge  might  be  made. 

28.001.  At  a flat  rate,  or  in  reference  to  the  profits? 
— How  do  you  mean,  “ in  reference  to  the  profits  ” ? 

28.002.  At  a flat  rate  on  the  profits ; so  much  in  the 
£ ? — Yes. 

28.003.  Sir  E.  Nott-Bower : You  have  a number  of 
British  shareholders  as  well,  have  you  not? — Yes. 

28.004.  Would  you  think  there  is  any  hardship  in 
those  British  shareholders  paying  Income  Tax  on  the 
full  amount  of  their  dividends,  although  the  profits 
are  mainly,  apart  from  the  question  of  control,  earned 
abroad? — 1 do  not  think  it  is  really  fair;  1 think 
that  is  double  taxation,  even  so.  It  is  not  treble 
taxation,  but  it  is  double  taxation. 

28.005.  Mr.  Kerly.  Taxing  in  the  country  of 
source  ? — Yes,  as  well  as  in  the  country  of  control  and 

(spending  and  enjoyment — in  this  case  both. 

28,006.  Sir  E.  N ott-Bower : Is  there  an  Income  Tax 
in  Spain? — No,  there  is  not  an  Income  Tax,  but  there 
is  a very  complicated  series  of  taxes,  which  1 could 
rget  you,  but  I do  not  think  I could  narrate  offhand, 
of  taxes  on  profits. 

28,007.  Mr.  Marks:  On  the  French  model,  I think? 
Doubtless  you  are  better  acquainted  with  them  than 
I am. 

28,008.  Sir  E.  N ott-Bower : I only  wanted  to  get 
your  view.  May  I assume,  for  a moment,  a country 
where  there  is  no  Income  Tax,  and  the  foreign  country 
has  no  Income  Tax,  and  the  British  company  is  started 
and  controlled  from  this  country,  but  all  the  opera- 
tions which  directly  lead  to  profit  are  carried  out  in 
the  foreign  country,  and  there  are  foreign  shareholders 
and  English  shareholders.  You  do  not  see  any  objec- 
tion, do  you,  to  the  English  shareholder  paying  Income 
lax  on  his  share  of  the  profits? — It  seems  to  me  that 
that  comes  to  the  most  complicated  question  of  the 
whole,  which  is  this.  Supposing  you  have  not  got 
Income  Tax  in  two  countries,  but  that  in  one  of  them, 
you  have  indirect  or  other  forms  of  taxation  which 
constitute  a burden  on  the  individual  corresponding 
to  the  burden  created  by  the  Income  Tax  in  the  other 
country  in  which  it  is  levied. 

28,009.  I rather  agree  in  that  case  it  makes  the 
question  of  double  taxation  more  difficult  than  ever, 
does  it  not,  because  if  you  are  to  consider  the  matter 
properly,  must  you  not  take  into  account  taxes  which 
are  not  Income  Tax  at  all? — Yes,  theoretically  one 
ought  clearly  to  do  so,  though  it  leads  to  complications 
that  are  appalling. 

28,010.  Mr.  Marks : Can  you  tell  me,  on  the  figures 
you  have  given,  what  proportion  of  the  difference 
between  the  £538,000  in  1910,  and  the  £381,000  in 
1918,  is  due  to  increase  of  Spanish  taxation? — No; 
Spanish  taxation  has  not  increased ; I think  in  1918 
it  amounted  to  just  under  £100,000. 

28,011.  Mr.  Kerly:  Just  under  £100,000? — I think 
so.  Might  I ask  perhaps  not  to  be  bound  by  that 
figure;  I should  like  to  verify  that,  if  it  is  wanted. 

28,012.  At  any  rate,  it  would  be  in  the  neighbour- 
hood of  5s.  in  the  £. 

28,013.  Mr.  Trotter : That  would  be  on  the  whole, 
then,  would  it  not,  not  on  the  French  shareholders? — 
That  would  be  on  the  whole. 

28,014.  Mr.  Kerly:  I see  it  is  “distributable  in 
France”;  that  is  quite  right.  You  probably  know 
that  we  have  had  a lot  of  evidence  about  Double 


\m 


MINUTES  OF  EVIDENCE. 

5 December,  1919.]  Sir  Arthvr  Steel-Maitland.  [Cmtmmd. 


income  Tax,  and  have  formed  a,  Sub-committee  to 
deal  provisionally  with  the  matter,  and  I dare  say 
you  have  read  the  evidence  on  the  topic  which  has 
been  before  us? — I have  read  a little  of  the  evidence; 

I have  not  had  time  to  read  it  all;  it  is  somewhat 
voluminous. 

28.015.  I want  your  assistance  to  see  what  you  say 
with  regard  to  this.  Proposals  have  been  made  on 
the  Hu©  of  treating  the  dividends  that  are  ultimately 
due  to  foreign  shareholders  something  in  the  way  in 
which  goods  in  transit  in  bond  escape  taxation.  In 
order  to  apply  any  such  method  as  that,  there  are  two 
things  to  be  done.  First,  you  must  determine  what 
shareholders  you  are  going  to  relieve?— Yes. 

28.016.  They  would  have  to  be  the  shareholders 
really  entitled  who  are  non-residents?— Yes. 

28.017.  You  would  have  to  provide  against  the  case 
of  English  shareholders,  shall  we  say,  choosing  to 
receive  through  a foreign  nomineee? — Yes. 

28.018.  Of  course,  the  company,  even  if  it  knows 
its  own  shareholders,  would  be  able  to  give  very  little 
assistance  as  to  whether  they  are  receiving  for  them- 
selves or  not.  Therefore  it  looks  as  if  the  company 
would  have  to  pay  in  the  first  instance,  and  leave 
the  foreign  shareholder  to  get  it  back  on  making  out 
his  title;  and  in  the  case  of  bearer  shares,  to  which 
you  have  referred,  the  company  could  give  no  real 
assistance  at  all? — It  might  help,  but  it  could  not 
guarantee. 

28.019.  So  much  for  the  shareholder.  The  next 
question  is  to.  determine  what  companies  you  are 
going  to  relieve.  The  simplest  case  of  all  would  be 
a company  trading  abroad  and  being  merely  con- 
trolled in  this  country;  but  that  is  by  no  means  the 
only  case.  You  would  have  control  mixed  up  with 
management  and  actiye  direction,  where  you  really 
have  brain  work  over  here ; and  perhaps  the  essential 
profit-earning  element  of  the  company  might  be  in 
this  country.  Further  than  that,  you  would  have  the 
case  of  a company  trading  abroad  as  well  as  at  home. 
Now  supposing  we  attempted  to  make  a recommenda- 
tion with  regard  to  companies  merely  controlled  here, 
can  you  offer  us  any  sort  of  definition  of  what  would 
constitute  control  and  exclude  carrying  on? — I am 
not  quite  sure  that  I have  grasped  your  distinction 
as  between  control  and  management. 

28.020.  Let  me  put  you  a case;  I do  not  know 
whether  it  represents  the  actual  facts.  An  English 
company  possessiug  an  interest  in  the  Russian  oil- 
field ; all  that  the  English  directors  do  is  to  select  the 
manager,  and  perhaps  other  people  who  are  sent  out 
to  work  the  field,  and  to  manage  the  finance.  1 sup- 
pose the  London  board  always  manages  the  finance  of 
the  company? — I suppose  so.  The  case  comes  to  my 
mind  where  you  might  possibly  get  it  divided.  I do 
not  know  whether  the  financial  control  of  the  Ottoman 
Bank  is  divided. 

28.021.  A case  occurs  to  me  in  which  I happened  to 
be  professionally  engaged.  A motor-car  building  com- 
pany which  had  been  originally  French  was  bought 
by  an  English  syndicate,  who  bought  up  all  the 
shares.  They  appointed  some  Englishmen  as  direc- 
tors, and  for  a time  they  held  their  board  meetings 
in  London.  It  was  then  held  that  they  were  con- 
trolled in  England,  and  so  they  had  to  pay  all 
English  taxation.  They  then  decided  to  hold  their 
board  meetings  in  Paris,  and  they  solemnly  all 
adjourned  once  a fortnight  to  Paris  to  hold  a board 
meeting,  but  they  continued  to  issue  their  summonses 
in  London,  and  they  had  a London  office.  It  was  still 
held  that  they  were  an  English  company.  That  is 
the  minimum  of  control  in  this  country,  I should 
have  thought.  Now  take  that  as  an  extreme  case  of 
possibility? — Before  giving  a considered  opinion  1 
would  like  to  think  the  question  over,  since  when 
asked  a very  difficult  question  of  this  kind,  I do  not 
like  to  be  bound,  as  a considered  opinion,  to  what  is 
a more  or  less  improvised  answer. 

28.022.  I do  not  want  an  improvised  answer.  If 
you  did  not  appreciate  before,  I am  sure  you  appre- 
ciate now,  that,  while  many  members  of  this  Commis- 
sion feel  that  this  matter  involves  a very  serious  risk 


to  this  country,  they  are  also  wondering  whether  the 
difficulties  are  not  so  great  that  they  cannot  be  pro- 
vided against.  Of  course  we  are  all  familiar  with  the 
political  position,  where  it  is  not  that  you  doubt  the 
hardship,  but  you  are  unable  to  conceive  of  a remedy  ? 
— I really  was  convinced  of  the  intricacies  of  it 
before. 

28.023.  After  thinking  it  over — apd  by  all  means 
do  so — if  you  can  communicate  with  the  Secretary  in 
writing  any  suggestion  which  may  help  us  upon  this 
matter,  we  shall  be  gieatly  obliged? — May  I take  it 
that  what  you  wish  is,  to  try  to  get  some  method  of 
apportionment  ? 

28.024.  No,  that  is  another  matter,  which  I am 
going  on  to? — I do  not  mean  fractions,  but  some 
method,  shall  we  say,  of  discriminating  between  what 
is  control  of  policy  and  what  is  real  management? 

28.025.  No  ? — I want  to  get  the  question  quite  clear 
which  you  wish  me  to  think  out  and  answer- 

28.026.  The  distinction  I want  is  between  the  com- 
pany which  ought  to  escape  some  part  of  taxation, 
at  any  rate,  in  respect  of  its  foreign-held  capital, 
because,  as  is  often  put,  it  is  not  really  carrying  on 
business  here  as  a resident,  but  is  merely  controlj^d 
in  this  couptry  while  carrying  on  business  abroad. 
That  is  what  is  constantly  put  as  hardship.  I put  to 
you  an  extreme  case  where  there  seems  to  be  little 
else  than  a nominal  control  in  this  country.  Now  we 
will  leave  that.  Assuming  you  have  arrived  at  a. 
solution  of  that  difficulty,  the  next  one  is  this.  If 
the  company  is  not  merely  earning  part  of  its  profits 
from  a foreign  business  which  it  controls  here,  but  is 
also  carrying  on  a business  in  the  ordinary  sense 
here,  then  you  must  arrive  at  some  apportionment, 
unless  you  are  to  rule  it  out  altogether.  Upon  what 
lines  are  you  to  apportion  ? The  only  suggestion  that 
has  been  made  to  us  is  that  that  should  be  left  to 
some  Board  of  Referees  to  fix  a fraction  of  the  total 
profits  after  a consideration  of  the  facts  of  the 
particular  case.  That  was  a suggestion  we  had 
yesterday.  If  you  can  make  a suggestion  which  you 
think  is  better  than  that,  we  should  like  to  have  it  in 
the  same  way. 

28.027.  Mr.  May  : May  I ask  just  one  question  as 
to  the  first  point  that  you  put  to  Sir  Arthur  on  which 
he  is  going  to  give  his  opinion,  and  the  instance 
which  you  gave  him  as  an  extreme  one  where  there 
was  only  nominal  control  in  this  country  ? 

28.028.  Mr.  Kerly:  Yes. 

28.029.  Mr.  May  : For  the  purpose  of  his  considera- 
tion, is  it  understood  that  the  nominal  control  in  this 
country  had  no  commercial  value  to  the  firm  ? 

28.030.  Mr.  Kerly : I do  not  know  if  Sir  Arthur 
would  like  to  answer. 

28.031.  Mr.  May  : What  I am  really  asking  is 
whether  you  are  putting  it  to  him  on  that  basis. 

28.032.  Mr.  Kerly:  No,  I did  not  want  to  limit 
him  about  that.  I presume  this  is  clear ; that  unless 
you  had  English  directors  you  probably  would  not 
have  got  English  money  to  buy  up  a French  concern, 
and  that  that  was  why  you  had  English  directors  ?— 
Yes,  presumably  there  is  clearly  some  commercial 
value  at  each  stage. 

28.033.  About  the  figures  of  your  comparative  state- 
ment for  1918  and  1910:  the  French  Income  Tax 
increased  very  largely  in  the  interval — three  or  four 
times — did  it  not,  between  1910  and  1918? — When  1 
inquired  (this  was  naturally  before  my  connection 
with  the  company)  they  told  me  that  the  revenue 
duty  payable  by  individual  shareholders  was  a new 
duty  since  1910. 

28.034.  So  that  it  was  not  included  in  1910,  but  is 
included  in  1918? — Yes. 

28.035.  Has  any  suggestion  been  made  to  the 
French  Government  that  they  should  give  up  part  of 
the  increased  charge? — Not  that  I know  of. 

28.036.  I am  afraid  it  would  be  unsuccessful  having 
regard  to  the  financial  position  that  now  prevails 
in  France.  I do  not  think  I need  put  any  other 
figures  to  you.  I am  much  obliged  to  you;  will  you, 
at  your  convenience,  let  us  have  any  further  sug- 
gestions you  have  to  make  ? — Certainly . 
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Mn.  William  Keay,  Solicitor,  of  Blairgowrie,  called  and  examined. 


The  witness  handed  in  the  following  statement  as 
his  evidence- in-chief  : — 

28.037.  (1)  I am  a fruitgrower  in  the  Blairgowrie 
district  of  Perthshire.  I have  about  47  acres  of 
ground,  owned  and  occupied  by  me,  under  raspberry 
cultivation.  I also  act  as  agent  for  a large  number 
of  fruit  farmers  in  this  district,  and  have  been  asked 
by  them  time  and  again  to  appeal  against  the  assess- 
ment for  Income  Tax  purposes. 

28.038.  (2)  In  1903,  my  partner  and  I,  along  with 
some  others,  formed  a company  and  purchased  the 
estate  of  Wester  Essendy,  near  Blairgowrie,  for  the 
purpose  of  dividing  it  up  into  small  holdings  for  the 
cultivation  of  raspberries.  The  estate  was  ultimately 
sold  to  about  14  or  15  different  individuals,  whose 
holdings  varied  in  extent  from  5 to  25  acres.  The 
company  retained  about  40  acres  and  worked  the 
whole  scheme  co-operatively  along  with  the  small- 
holders. The  annual  value  of  the  estate,  when  it  was 
bought,  was  £1  per  acre,  but  after  it  was  divided 
up,  the  Assessor  increased  the  annual  value  to  £3  per 
acre. 

28.039.  (3)  In  the  year  1905,  the  Assessor  of  Income 
Tax  began  to  insist  on  the  fruit  farmers  paying  In- 
come Tax  on  the  basis  of  their  profits  instead  of  on 
the  basis  of  their  rental.  I was  instructed  to  appeal 
against  this  assessment  to  the  Local  Commissioners. 

The  grounds  of  the  appeal  were  : — 

(а)  . By  the  Income  Tax  Act  of  1842,  Schedule  B, 

Rule  VIII,  it  is  provided  that  lands  occu- 
pied as  nurseries  or  gardens  for  the  sale  of 
the  produce,  and  lands  occupied  for  the 
growth  of  hops,  shall  be  estimated  accord- 
ing to  the  Rules  of  Schedule  D.  (Later, 
by  Section  39  of  the  Income  Tax  Act  of 
1853,  hop  grounds  were  excepted  from  this 
Rule  and  treated  in  the  same  way  as 
ordinary  farm  land.) 

(б)  The  system  adopted  in  the  cultivation  of 

raspberries  was  practically  similar  to  the 
system  adopted  in  the  cultivation  of  hops. 

(c)  Hop  grounds  were  not  considered  market 

gardens  or  nurseries  in  1842,  while  rasp- 
berry fields  were  not  in  existence  in  1842. 

(d)  But  for  the  inclusion  of  hop  grounds  in  Rule 

VIII  of  the  1842  Act,  they  would  have  been 
treated  in  the  same  way  as  ordinary  farm 
land.  Raspberry  fields  ought,  therefore,  to 
be  treated  in  the  same  way  as  hop  grounds 
and  be  assessed  under  Schedule  B. 

(e)  The  land  was  not  cultivated  as  a garden  or  a 

nursery.  It  was  ploughed  and  harrowed  in 
the  same  way  as  an  ordinary  farm. 

28.040.  (4)  The  decision  of  the  Local  Commissioners, 
who,  apparently,  understood  the  methods  of  cultiva- 
tion, was  that  the  fruit  farmer  ought  to  be  assessed 
under  Schedule  B as  an  occupier  of  land,  and  sus- 
tained the  appeal.  The  Income  Tax  authorities  in 
Perth,  however,  asked  for  a stated  case  to  be  taken 
to  the  Court  of  Session,  when  the  fruit  farmer  decided 
to  pay  the  10s.  claimed  rather  than  incur  the  expense 
of  a litigation  in  the  High  Court. 

28.041.  (5)  Parties  engaged  in  the  cultivation  of 
raspberries  should  be  treated  as  other  occupiers  of 
land  are  treated,  for  the  following  reasons : — 

1.  The  land  is  cultivated  as  a farm,  not  as  a 

garden. 

2.  The  produce  is  sold  as  a farmer  sells  his  pro- 

duce, not  as  a gardener  sells  his. 

3.  During  the  first  three  or  four  years,  practi- 

cally no  income  is  obtained.  To  average 
the  income  in  the  sixth  year  on  a three 
years’  basis,  therefore,  means  that  the  fruit 
farmer  is  paying  on  a very  much  higher 
scale  than  he  ought  to. 

4.  During  the  last  years  of  a plantation,  say, 

from  the  tenth  to  the  fourteenth,  his  bushes 
have  practically  ceased  to  be  worth  any- 
thing, and  nothing  is  allowed  for  depre- 
ciation. 


5.  It  is  unfair  as  between  England  and  Scotland 
because — 

In  Scotland  fruitgrowers  usually  confine 
themselves  to  the  growing  of  fruit  alone 
and  are  assessed  under  Schedule  D. 

In  England,  a large  number  of  fruit- 
growers grow  fruit  as  part  of  an  ordinary 
farm,  and  are  assessed  under  Schedule  B. 

The  Departmental  Committee  on  Fruit 
Industry  estimated  that  there  were  77,000 
acres  under  small  fruit  in  England  in  1905, 
while  Mr.  Bell,  the  Superintending  In- 
spector at  Somerset  House,  stated  that 
Rule  VIII  only  applied  to  4,749  acres  of 
fruit  land,  pure  and  simple,  in  England  and 
Wales,  and  to  27,413  acres  of  market 
gardens  in  which  flowers,  vegetables,  &c., 
were  grown  for  sale.  This  means  that 
50,000  acres  in  England  and  Wales  were 
assessed  under  Schedule  B without  taking 
into  account  orchards. 

0.  It  is  unfair  as  between  the  larger  farmer  and 
the  smallholder,  e.y. : — 

(o)  I know  of  a farm  of  over  400  acres, 
60  acres  of  which  are  under  fruit. 
The  assessment  is  under  Schedule 
B,  viz. : oil  the  rental — £2  per 
acre  x 2 = £4  per  acre. 

(6)  On  6 acres  occupied  by  me,  the 
rental  of  which  is  £19  10s.,  I was 
charged  £18  last  year,  which  is 
equal  to  an  assessment  of  about 
£10  per  acre. 

7.  The  Departmental  Committee  on  Fruit  In- 
dustry recommended  that  all  occupiers  of 
land  (except  nurseries)  should  be  assessed 
on  Schedule  B.  This  recommendation 
should  now  be  given  effect  to. 

[ This  concludes  the  evidence-in-chief.] 

28.042.  Mr.  Kerly : You  come  from  Blairgowrie, 
and  you  want  to  put  before  us  a particular  hardship 
that  growers  of  fruit,  and  especially  growers  of  fruit 
in  Scotland,  suffer  from  because  they  are  not  allowed 
to  pay  tax,  as  I understand,  upon  Schedule  B,  that 
is,  double  the  rent,  like  other  people  engaged  in 
husbandry,  but  they  are  charged  upon  Schedule  DP — 
Yes. 

28.043.  You  will  be  examined  by  members  of  the 
Commission,  but  may  I tell  you  how  that  strikes  me 
at  first  blush : that  they  quite  certainly  ought  to  be 
charged  on  Schedule  D,  because  they  are  carrying  on 
business,  and  that  all  the  other  people  in  the  same 
position  ought  to  be  so  charged  also? — Do  you  mean 
all  the  other  people  carrying  on  business  ought  to  be 
charged  under  Schedule  D? 

28.044.  Yes,  all  people  engaged  in  husbandry  or 
any  other  business  should  be  charged  on  Schedule  D ; 
that  is  to  say,  on  their  actual  profits,  provided  you 
can  manage  it.  The  difficulty  is  supposed  to  be  that 
you  cannot  get  the  farmer,  and  particularly  the  small 
farmer,  to  keep  accounts? — Of  course  the  fruit 
growers  are  small  farmers ; if  that  difficulty  applies 
to  small  farmers  engaged  in  husbandry,  those  engaged 
in  the  growing  of  potatoes  and  cereals,  then  it  applies 
equally  to  the  small  men  engaged  in  the  growth  cf 
raspberries. 

28.045.  But  what  about  the  man  with  a small  mixed 
farm  P He  keeps  no  sort  of  accounts,  very  often,  and 
it  is  suggested  that  he  is  incapable  of  doing  it? — Nor 
does  the  fruit  grower. 

28.046.  Does  he  not? — No. 

28.047.  Does  not  the  Scotch  fruit  grower  keep  any 
accounts? — That  is  not  my  experience. 

28.048.  The  suggestion  has  been  made  to  us  that  all 
farmers  should  be  assessed  on  Schedule  D.  If  that 
suggestion  were  adopted  and  enforced,  you  would 
merely  fall  into  lino  with  the  rest? — If  I to  be 
treated  in  the  same  way  as  farmers,  that  is  all  I ask. 

28.049.  Have  you  anything  to  say  against  the  equity 
of  charging  farmers  on  their  actual  profits  under 
Schedule  D ? — I am  not  concerned  with  farmers, 
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exactly;  I have  nothing  to  say  against  it  in  equity 
other  than  the  difficulty  of  getting  accounts  out  of 
farmers;  and  the  farmers,  of  course,  eat  part 
of  their  produce  without  keeping  any  reckoning  of  it. 

28.050.  That  would  have  to  be  charged?— Yes. 

28.051.  And  allowance  in  respect  of  it  to  be  made? 

An  allowance  would  need  to  be  made  in  respect  of 

farmers  who  are  engaged  in  growing  corn  and  feeding 
cattle,  fattening  pigs  and  so  on,  in  respect  of  what 
they  eat  in  the  house. 

28.052.  Then  incidentally  if  you  tax  farmers  under 
Schedule  D,  you  would  rope  in  a good  many  things 
which  are  not  really  farming  profits  under  the  present 
Schedule  B assessment.  A man,  for  instance,  doing 
stock  dealing,  or  horse  dealing,  in  connection  with  his 
holding,  sometimes  now  makes  very  big  profits? — I 
think  they  are  brought  in  already,  are  they  not?  I 
have  no  experience  of  stock  raising,  but  I thought 
they  were  brought  in  already. 

28.053.  I will  not  ask  you  anything  further  about 
that.’  Now  with  regard  to  your  paragraph  5.  You 
give  an  example  there.  Will  you  just  follow  this.  In 
the  sixth  year  there  would  be  a full  crop  of  rasp- 
berries, would  there  not? — Yes. 

28.054.  And  a full  year’s  profit?— Yes. 

28.055.  But  on  the  present  three  years’  average  the 
assessment  would  be  on  one-third  of  the  fifth  year  s 
profits  only,  assuming  no  profit  until  the  fifth  year. 
-On  one-third  of  the  third,  fourth  and  fifth  year  s 

profits.  . 

28.056.  But  would'  there  be  any  profits  in  the  third 
year?— There  might  be  a little;  the  income  might 
about  equalize  the  expenditure. 

28.057.  We  will  start  from  the  year  1 and  go  up 
to  the  year  C.  In  the  year  1 there  would  be  no 
profits  ? — No. 

28.058.  In  the  years  2 and  3 there  would  be  profats? 

—It  might  equalize  itself  in  year  3.  There  would  be 
no  profits.  , , 

28  059.  We  need  not  take  the  actual  count,  but 
for  several  years  at  the  beginning  of  your  series 
you  would  get  off  without  paying  any  tax,  because 
you  would;  not  have  any  profits? — That  is  so. 

28,060.  Then  for  the  next  two  years,  at  any  rate, 
after  you  have  begun  making  full  profits,  you  would 
be  getting  some  reduction  in  respect  of  the  previous 
years,  when  no  profit  or  not  a full  profit  was  made. 

That  is  so.  May  I be  allowed  to  explain? 

28  061.  Yes,  certainly.  I notice  in  paragraph  5 (3) 
you  say:  “During  the  first  three  or  four  years 

practically  no  income  iB  obtained.  To  average  the 
income  in  the  sixth  year  on  a three  years  basis, 
therefore,  means  that  the  fruit  farmer  is  paying  on  a 
very  much  higher  scale  than  he  ought  to.  ;Yes. 

28.062.  I suggest  to  you  that  the  true  inference 
is  that  until  the  sixth  year  he  gets  an  advantage 
over  all  other  traders? — I do  not  think  so. 

28.063.  Will  you  explain  it?— Suppose  a raspberry 
grower  ran  his  holding  for  ten  years,  .and  he  makes 
£200  a year  from  the  fourth  to  the  tenth  year,  that 
is  six  times  £200,  which  is  £1.200.  He  has  made 
that  in  the  course  of  ten  years.  His  average  income 
for  the  ten  years  is,  therefore,  £120.  If  his  average 
income  is  £120  he  is  not  liable  to  P^Y  anJ  i 
but  if  you  assess  him  on  the  last  years  of  his  holding 
vou  are  assessing  him  on  a basis  of  £200  a year, 
when  he  is  liable  to  pay  tax.  That  is  the  point. 

28.064.  I appreciate  that.  That  is,  he  sul.ers  a 
disadvantage,  which  everybody  does,  on  an  uneven 
income  which  is  a growing  income?— No,  it  is  not  the 
disadvantage  which  everybody  suffers.  It  is  a dis- 
advantage peculiar  to  the  trade,  because  he  goes 
into  a business  which  never  gives  a return  at  all 
during  the  first  three  years.  It  is  a waiting  process 
altogether,  and  in  the  course  of  ten  years  or  twelve 
years  at  the  most  his  capital  is  wiped  out  again. 

28.065.  Add  whatever  you  like,  but  T 

you  any  further  question  about  that?— With  that 
£200  explanation,  I think  that  settles  the  matter 

28.066.  Sir  E.  Nott-Bower:  During  those  first  three 
years  when  a man  is  making  no  profits,  what  does  he 
live  on?— He  goes  into  the  business  for  the  purpose 
of  making  profits  during  the  six  years.  Most  o 6 
■miallor  fruit  growers  are  engaged  in  other  occupa- 


tions; some  of  them  are  ploughmen,  some  of  them 
are  shopkeepers,  some  of  them  lend  themselves  out 
to  work  for  other  people.  They  go  into  these  things, 
and  while  their  fruit  is  coming  into  full  bearing, 
as  we  call  it,  they  are  earning  a wage  as  working 
men  in  other  ways.  Of  course,  if  I were  going  into 
fruit  growing  I would  be  carrying  on  my  business 
at  the  same  time;  but  it  is  not  for  myself  that  I 

a”28S,067.  Isg  it  the  rule,  then,  that  the  whole  land 
is  planted  with  raspberries  at  once?— Yes,  that  has 
been  the  practice  amongst  raspberry  growers. 

28.068.  This  particular  fact  to  which  you  allude 
would  not  cause  this  unevenness  in  the  return  of 
income  if  some  acres  were  in  full  bearing  and  others 
immature,  and  others  were  becoming  worn  out?— It 
would  not  arise  to  the  same  extent  if  the  fruit  grower 
planted  two  acres  this  year  and  two  acres  next  year 
and  two  acres  the  year  after.  But  usually  they  take 
five  or  ten  acres  of  land  and  plant  it  all  out  at  once 
and  work  it  out  to  the  finish,  and  then  give  it  up  and 
take  another  five  or  ten  acres. 

28.069.  Mr.  Kerly : Is  not  fruit  growing,  especially 
where  you  devote  the  whole  of  the  holding  to  a single 
crop,  a very  speculative  business?  It  is  not  really 
the  case  that  you  begin  with  so  many  acres,  for 
instance,  and  make  a little  money  the  third  year  and 
a little  more  the  fourth  and  a little  more  the  sixth, 
and  then  a steady  income  until  the  tenth,  and  then 
have  to  replant.  That  is  not  the  real  commercial 
history  of  the  thing,  is  it?— It  depends  on  the 
weather. 

28.070.  But  taking  the  weather  and  taking  the 
markets  and  taking  the  crop  you  get,  is  it  not  rather 
this:  that  you  very  likely  in  your  ten  years  get  one 
bumper  year,  when  you  make  hundreds  of  pounds, 
and  that  it  is  for  the  bumper  year  you  really  go?— 
No.  A large  number  of  fruit  growers  are  so  anxious 
to  secure  an  equitable  return  for  their  produce  that 
they  enter  into  contracts  for  a period  of  years  at 
what  they  consider  a fair  price.  In  this  way  they 
avoid  the  extremes  which  may  happen  in  the  case 
of  a perishable  crop.  The  effect  of  this  m 1909  was 
that  those  who  had  done  so  were  about  £5  a ton 
better  on  the  average,  while  this  year,  on  the  other 
hand,  they  did  not  realize  anything  like  top  price 
for  their  crop. 

28.071.  The  bumper  year  comes  sometimes,  does  it 
not? — Sometimes  it  does. 

28  072.  As  well  as  the  bad  year?— The  bumper  year 
came  in  1909,  as  far  as  crop  was  concerned,  and  the 
price  fell  to  7s.  a cwt.  or  £7  a ton.  That  was  a 
bumper  year,  so  far  as  crop  was  concerned  bo  tar 
as  I remember,  the  best  three  years  the  fruit  growers 
have  had  were  the  three  years  prior  to  the  war,  when 
the  price  was  about  £27  to  £28  a ton  and  fair  crops 

28.073.  "What  happened  during  the  war?— iney 
have’  not  made  so  much  money  during  the  war  as 
thev  made  during  the  three  years  prior  to  the  war. 

28.074.  Have  they  not? — No,  sir. 

28  075  I have  no  doubt  you  know , but  it  surprises 
me  to  hear  it?— I can  believe  that  quite  well.  You 
naturally  think  that,  on  account  of  the  rise  m prices, 
the  fruit  grower  would  make  more  money.  But  as 
i matter  of  fact  he  did  not.  The  rise  m cost  exceeded 
the  equivalent  rise  in  prices  For  instra*.  m the 
vear  1917- -I  am  not  sure  whether  it  was  1916 
1917.  tat  it  was  of  them  tile 

mandeered  all  the  raspberries  we  had  to  sel  - Jrom 
these  smaller  fruit  growers.  They  "g?  “£*<5 ^ 
the  date  of  the  commandeering,  at  £50  a tom  and 
the  price  received  from  the  Government  was  about 
£21.  Well,  of  course  it  did  not  pay. 

28.076.  You  tell  me  it  did  not  pay,  and  I will 
accent  it  os  vour  evidence,  hut  I do  not  see  a y 
necessity  about  it;  I do  not  see  why  yon  should  say 

course  ”?-Of  course  it  did  not  pay,  because 
the  costs  were  verv  much  greater. 

28.077.  Thev  were  sufficiently  greater  ^ ^e^  ^ 
there  being  a big  proBt?-There  was  no  profit  in  that 

28  078  We  are  much  obliged  to  you.  You  have 
come  a long  way  to  give  us  your  evidence. 
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APPENDICES. 


Appendix  No.  1. 

Handed  in  by  Mr.  Hopkins. 


BRIEF  HISTORY  OF 

1.  Income  Tax  in  this  country  has  its  origin  in  the 
financial  necessities  occasioned  by  the  expense  of  the 
great  war  with  France  at  the  end  of  the  18th  century. 
At  the  instance  of  William  Pitt  an  Act,  entitled 
“ an  Act  for  granting  to  His  Majesty  an  Aid  and 
Contribution  for  the  Prosecution  of  the  War,”  was 
passed  in  1798,  imposing  duties  which,  although  based 
upon  the  amount  which  the  taxpayer  had  paid  in 
the  previous  year  in  the  form  of  “ Assessed  Taxes,”* 
were  also  brought  into  some  sort  of  relation  to  the 
amount  of  the  taxpayer’s  income,  provided  that  if 
his  income  did  not  amount  to  £60  he  was  granted 
total  exemption.  These  duties,  which  are  known  as 
the  “ Triple  Assessment,”  amounted  to  something  less 
than  Income  Tax  as  we  understand  the  expression 
now ; and  moreover,  owing  to  what  Pitt  characterized 
as  “ shameful  evasion  or  rather  scandalous  frauds,” 
they  were  a financial  disappointment ; but  they  were  a 
beginning,  and  they  paved  the  way  for  the  real  thing 
which  came  in  the  following  year,  1799. 

2.  Pitt’s  Act  of  1799  repealed  the  1798  duties  and 
imposed  a regular  Income  Tax  on  incomes  at  the  rate 
of  ten  per  cent.  A general  statement  of  income  from 
all  sources  was  required  from  the  taxpayer  and  the 
assessment  was  made  on  the  total  income  subject  to 
certain  deductions,  some  of  which  after  long  disuse 
have  been  revived  only  in  modern  times,  as,  for 
example,  deductions  for  children  and  for  repairs  of 
property.  Incomes  under  £60  were  not  charged, 
between  £60  and  £200  the  rate  was  graduated,  but  on 
incomes  of  £200  and  upwards  the  tax  fell  at  the  full 
rate  of  ten  per  cent.  The  yield  in  the  first  year  was  a 
little  more  than  six  millions. 

3.  In  the  short  interval  of  peace  that  followed  the 
Treaty  of  Amiens  in  May,  1802,  Addington  repealed 
the  Income  Tax,  stating  that  he  considered  it  a tax  to 
be  reserved  for  war  purposes;  but  on  the  resumption 
of  war  in  the  next  year,  the  tax  was  revived  by  the 
Income  Tax  Act  of  1803.  In  this  Act  we  get  for  the 
first  time  a principle  which  has  been  of  incalculable 
benefit  to  the  Revenue  of  this  country,  and  which 
in  spite  of  some  modern  encroaohments  remains  the 
great  buttress  of  Income  Tax  stability  and  efficiency — 
the  principle  of  taxation  at  the  source.  The  tax  was 
schemed  out  into  the  five  great  heads  or  Schedules 
which  remain  with  us  to  this  day.  Schedules  A,  B,  C, 
D and  E.  Pitt’s  statements  of  total  income  were 
dropped,  and  in  their  place  statements  of  income 
from  particular  sources  were  required.  Some  stress 
was  laid  on  the  advantage  to  the  taxpayer  in  not 
having  to  disclose  his  total  income,  but  it  is  likely 
that  the  real  reason  for  the  change  was  the  desire  to 
check  evasion.  Perhaps  both  results  were  aimed  at. 
Both  were  at  least  partially  achieved.  In  the  com- 
placent words  of  an  official  publication  of  the  time 
“ the  charge  is  gradually  diffused  from  the  first  pos- 
sessor to  the  ultimate  proprietor,  the  private  trans- 
actions of  life  are  protected  from  the  public  eye,  and 
the  Revenue  is  more  effectually  guarded.”  As  a result 
of  the  change  the  yield  of  the  tax,  although  the  rate 
was  only  5 per  cent.,  was  almost  equal  to  the  yield  in 
1799  when  the  rate  was  10  per  cent. 

Qeo  in,  4.  The  next  important  Act  was  that  of  1806,  which 
embodied  the  Regulations  of  an  Act  which  had  been 
passed  in  the  previous  year.  Notwithstanding  im- 
proved methods,  evasion  of  tax  by  the  claiming  of 
excessive  deductions  was  so  prevalent  that  it  was 
found  necessary  to  withdraw  on  that  account  the 
allowance  for  repairs  of  property,  which  was  not  then 
limited  to  a certain  fraction  of  the  annual  value. 


* The  “ Assessed  Taxes  " included  taxes  on  carriages,  horses, 
men-servants,  etc.,  also  the  Window  Tax,  and  the  duty  on 
Inhabited  Houses. 
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The  deduction  for  children  was  also  discontinued  for 
the  same  reason.  Moreover,  it  would  appear  that 
large  numbers  of  people  had  been  content,  m defiance 
of  the  facts,  to  return  their  total  incomes  as  just 
below  £60— till  then  the  limit  of  exemption.  To 
catch  these  offenders  and  to  take  advantage  of  the 
statements  contained  in  their  claims  of  exemption, 
the  1806  Act  reduced  the  limit  of  exemption  to  £50, 
and  at  the  same  time  confined  the  exemption  to 
incomes  from  professions,  trades  and  offices.  A 
publication  issued  by  the  Tax  Office  at  the  time 
comments  curiously  on  this  change.  ” It  is  notorious- 
that  persons  living  in  easy  circumstances,  nay,  even  Act-  1806| 
in  apparent  affluence,  have  returned  their  income  p.IX. 
under  £60,  although  their  annual  expenditure  has 
been  treble  that  sum,  and  on  whom  there  was  no 
ground  for  imputing  extravagance.  . . . Hence 

it  is  that  the  Legislature  found  the  necessity  to  con- 
fine the  exemptions  to  £50,  that  their  former  Returns 
may  be  made  use  of.” 

5.  After  Waterloo  the  Government  proposed  to 
reduce  the  tax  by  one-half,  but  the  Government  was 
defeated,  their  Bill  thrown  out  in  March,  1816,  and 
the  tax  ceased  to  exist.  The  yield  at  this  time 
exceeded  £14,000,000.  Then  for  a quarter  of  a cen- 
tury it  remained  an  unused  instrument  of  finance 
until  it  was  revived  by  Sir  Robert  Peel  in  1842  by 
5 and  6 Viet.,  c.  35,  an  Act  which  still  forms  the 
basis  of  the  existing  Income  Tax  code. 

6.  Peel’s  Act  of  1842 — which  it  may  be  remarked 
was  not  a measure  of  war  finance  but  introduced  in 
time  of  peace — was  based  on  that  of  1806 ; in  fact,  it 
was  not  much  more  than  a reprint  of  the  Act  of  1806. 
with  certain  additions  and  modifications.  The  Act 
did  not  extend  to  Ireland  because  the  repeal  of  the 
Assessed  Taxes*  in  Ireland  in  1823  had  abolished  the 
machinery  for  assessment  and  collection.  The  rate 
of  the  tax  was  7d.  in  the  £,  and  the  exemption  limit 
was  fixed  at  £150.  The  duties  were  levied  under  the 
five  familiar  Schedules,  and  the  tax  in  its  structure, 
chief  principles,  and  general  scheme  of  administra- 
tion has  next  been  seriously  modified  until  quite  recent 
years. 

7.  In  1851,  on  the  motion  of  Mr.  Hume,  M.P.,  a 
Select  Committee  was  appointed  (and  re-appointed  in 
the  next  Session)  with  Hume  as  Chairman,  to  con- 
sider “ the  present  Mode  of  Assessing  and  Collecting 
the  Income  and  Property  Tax,  and  whether  any  other 
Mode  of  Levying  the  same,  so  as  to  render  the  Tax 
more  equitable,  can  be  adopted.” 

8.  The  Committee  listened  to  a great  deal  of 
evidence,  much  of  it  of  an  actuarial  character,  mainly 
directed  to  the  desirability  of  differentiating  between 
temporary  and  permanent  incomes  by  charging  the 
tax  on  capital  value  instead  of  on  income.  Not  real 
property  only  but  income  of  every  sort  was  to  be 
expressed  in  terms  of  its  assumed  value  by  capitaliz- 
ing the  various  kinds  of  income  at  different  rates. 

The  official  witnesses  opposed  all  these  schemes,  and 
John  Stuart  Mill,  who  also  gave  evidence,  although 
in  favour  of  discriminating  between  temporary  and 
permanent  incomes,  was  against  the  proposal  to 
capitalize  incomes.  Hume’s  draft  report  suggested 
that  the  tax  should  be  adjusted  according  to  the 
capital  value  of  the  property  or  income,  the  tenure, 
and  the  age  of  its  owner,  but  his  report  was  not 
adopted,  and  finally  the  Committee  merely  submitted 
the  evidence  to  Parliament  without  making  any 
recommendations. 

9.  The  next  important  stage  in  Income  Tax  history 
was  reached  in  1853,  when  Mr.  Gladstone  left  his 
mark  upon  the  tax  in  some  notable  particulars. 


* See  note  in  column  1. 


27759 


9 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


Hansard 
VoL  125, 
3rd  series, 
Col.  1362. 


Hansard 
Vol.  125, 
3rd-  series 
Col.  1384. 


Hansard 
Vol.  125, 
3rd  series, 
Col.  1386. 


especially  in  bringing  Ireland  within  its  scope.  His 
speech  when  making  his  Budget  statement  on  18t-h 
April,  1853,  dealt  both  with  the  history  of  the  Income 
Tax  and  with  its  great  possibilities.  These  possibili- 
ties he  preferred  to  keep  in  reserve  against  a time  of 
war:  “ with  it,  judiciously  employed,  you  may  again, 
if  need  be,  defy  the  world.”  He  was  against  its 
employment  as  a permanent  ordinary  portion  of  our 
finances.  He  said  that  the  Government,  having 
first  considered  the  question  of  dropping  the  tax 
altogether,  had  decided  against  that  course,  but  had 
determined  to  fix  on  the  tax  a temporary  character 
by  imposing  it  for  a definite  period  of  seven  years  at 
diminishing  rates,  so  that  when  the  time  came  Parlia- 
ment might  be  in  a position  to  part  with  the  tax  if  it 
desired.  The  rate  was  fixed  at  7d.  for  the  first  two 
years,  6d.  for  the  next  two,  and  5d.  for  the  last  three 
years  of  the  seven-year  period.  To  the  breaking  up 
and  reconstruction  of  the  tax  sought  by  the  would-be 
reformers  of  the  1851  Committee  Mr.  Gladstone 
offered  strong  opposition  on  the  ground  that  it  was  a 
complicated  and  unworkable  scheme.  “ Whatever 
you  do  in  regard  to  the  Income  Tax,”  he  said,  “you 
must  be  bold,  you  must  be  inteUigible,  you  must  be 
decisive.  You  must  not  palter  with  it.”  He  ad- 
mitted the  public  feeling  as  to  the  inequality  of  the 
tax,  and  that  the  tax  did  as  a whole  bear  too  hard 
upon  intelligence  and  skill  as  compared  with  property, 
upon  “ industrious  ” incomes  as  compared  with 
“ lazy  ” incomes;  but  he  argued  not  only  that  there 
was  no  hard  and  fast  line  that  could  be  drawn  between 
The  two  classes,  but  that  in  fact  income  from  property 
being  assessed  upon  its  gross  rental  was  already 
differentiated  to  that  extent  from  what  we  have  now 
learned  to  call  “ earned  ” income.  Moreover,  the 
effect  of  the  Legacy  Duty  operated  in  the  same 
direction.  He  proposed  to  increase  that  distinction — 
firstly  by  enlarging  the  scope  of  the  Legacy  Duty  so 
as  to  make  it  apply  to  all  successions  whatever,  and 
secondly  by  reviving  the  allowance  for  Life  Insurance 
premiums  which  had  been  dropped  when  the  tax 
was  reimposed  in  1842.  This  allowance  he  did  not,  it  is 
true,  confine  to  incomes  of  any  particular  kind,  but 
he  said  that  in  practice  “ the  classes  who  are  in  the 
habit  of  insuring  their  lives  are  just  those  very  classes 
whom  it  is  your  main  object  to  relieve  by  the  recon- 
struction of  the  tax — namely,  the  classes  of  profes- 
sional men  and  of  persons  who  are  dependent  upon 
their  own  exertion.”  Further  than  this  he  was  not 
prepared  to  go. 

10.  Mr.  Gladstone’s  hope  that  the  Income  Tax 
would  be  in  a position  to  expire  gracefully  on  the  5th 
April,  1860,  was  disturbed  by  the  Crimean  War ; 
1855  and  1856  found  the  rate  at  Is.  4d.  in  the  £, 
the  highest  point  reached  since  the  re-introduction  of 
the  tax  in  1842  until  the  outbreak  of  the  present 
war,  and  1860  came  and  went  leaving  the  tax  full 
of  life  and  vigour. 

11.  The  ineffective  result  of  the  1851-2  Committee 
did  not  stop  the  agitation  for  differentiation,  which 
continued  strongly  both  in  Parliament  and  outside, 
and  the  year  1861  saw  the  appointment  of  another 
Select  Committee  on  Income  Tax,  with  the  same  terms 
of  reference  as  in  1851.  The  Committee  had  for  its 
Chairman  Mr.  Hubbard,  Governor  of  the  Bank  of 
England,  who  had  carried  in  the  House  of  Commons 
the  motion  for  its  appointment  against  the  opposition 
of  Mr.  Gladstone,  who  was  then  Chancellor ; and 
among  its  members  were  Mr.  Gladstone,  Mr.  Lowe, 
and  Sir  Stafford  Northcote.  The  witnesses  went  again 
over  some  of  the  ground  traversed  by  the  former  Com- 
mittee in  the  direction  of  classifying  incomes  for 
differential  treatment  and  of  allowing  certain  deduc- 
tions from  gross  income;  the  allowance  of  repairs  of 
property  was  considered,  and  the  propriety  of  deduct- 
ing the  “ capital  ” element  in  terminable  annuities. 
Hubbard’s  draft  Report  contained  proposals  on  all 
these  points.  He  classified  incomes  as  “ spontaneous  ” 
or  “ industrial,”  the  latter  to  be  charged  only  on  two- 
thirds  of  their  amount ; he  proposed  to  make  certain 
deductions  by  way  of  fiat  rates  or  averages  to  reduce 
gross  income  from  lands,  houses,  mining  rents  and 
royalties,  &e.,  to  net,  and  to  eliminate  from  the 
assessments  on  terminable  annuities  that  portion 
which  might  be  regarded  as  repayment  of  capital. 
But  his  Committee  would  not  follow  him.  Hubbard 
complained  later  that  the  Committee  was  deliberately 
formed  of  men  hostile  to  his  views,  and  it  may  be  that 
he  was  right.  They  finally  submitted  a short  report 


in  which  they  gave  it  as  their  opinion  that  the  objec- 
tions urged  against  the  tax  “ are  objections  to  its 
nature  and  essence  rather  than  to  the  particular 
shape  which  has  been  given  to  it,”  and  they  declared 
that  they  felt  so  strongly  “ the  dangers  and  ill  con- 
sequences to  be  apprehended  from  an  attempt  to 
unsettle  the  present  basis  of  the  tax  without  a clear 
perception  of  the  mode  in  which  it  is  to  be  recon- 
structed ” that  they  were  not  prepared  to  offer  auy 
suggestions  for  its  amendment. 

12.  So  the  Income  Tax  went  on  its  way  with  minor 
changes  until  the  dissolution  of  Parliament  in  1874 
when  Mr.  Gladstone  (who  had  said  in  1861  that  he 
would  very  much  like  to  be  the  man  who  could  abolish 
the  Income  Tax  and  that  he  did  not  altogether 
abandon  the  hope  that  the  time  might  come)  pro- 
posed in  a manifesto  to  his  constituents  the  complete 
abolition  of  the  tax,  which  it  had  been  the  “ happy 
fortune  ” of  Mr.  Lowe  to  reduce  from  6d.  to  Jd. 
Disraeli’s  election  address  also  spoke  of  the  abolition 
of  the  tax  as  a measure  which  the  Conservative  party 
had  always  favoured.  As  a result  of  the  election  Mr. 
Gladstone  was  not  returned  to  office,  and  though  the 
new  Chancellor,  Sir  Stafford  Northcote,  reduced  the 
rate  to  2d.  in  the  £,  the  lowest  point  it  has  ever 
touched,  he  kept  the  tax  alive. 

13.  In  1878  an  allowance  was  made  for  the  deprecia- 
tion of  machinery  and  plant  used  by  traders  and 
manufacturers. 

14.  The  year  1880  is  noticeable  for  the  passing  of 
the  Taxes  Management  Act,  which  consolidated  the 
laws  dealing  with  the  machinery  and  administration 
of  the  tax.  From  this  date  until  1905 — with  the  excep- 
tion of  the  revival  of  allowances  (abolished  in  1806) 
for  repairs  of  property,  and  the  extension  of  the 
limits  of  exemption  from  £150  to  £160,  and  of  abate- 
ment from  £400  to  £500  in  1894,  and  a further  exten- 
sion to  £700  in  1898 — the  history  of  the  tax  offers  no 
very  striking  features. 

15.  In  1905  a Departmental  Committee,  which  had 
been  appointed  in  the  previous  year,  issued  its 
report.  This  Committee,  over  which  Mr.  Ritchie 
presided,  was  instructed  “ To  inquire  into  and  report 
whether  it  is  desirable  to  effect  any  alteration  in  the 
system  of  the  Income  Tax  as  at  present  prescribed 
and  administered  under  the  following  heads:  — 

“ (a)  The  prevention  of  fraud  and  evasion; 

“ (l>)  The  treatment  of  income  derived  from  copy- 
rights, patent  rights  and  terminable  an- 
nuities ; 

“ (c)  The  allowances  made  in  respect  of  the  de- 
preciation of  assets  charged  to  capital 
account ; 

“ (d)  The  system  of  computing  profits  assessable 
under  Schedule  D on  the  average  of  the 
profits  realized  in  the  three  years  preceding 
the  year  of  assessment  ; 

“(e)  The  rules  and  regulations  governing  the 
recovery  by  taxpayers  of  over-payments  of 
Income  Tax; 

“ (/)  Whether  Co-operative  Societies  enjoy  under 
the  present  law  any  undue  exemption  from 
liability  to  Income  Tax.” 

16.  The  Committee  after  hearing  30  witnesses 
reported  at  length  on  all  the  subjects  referred  to 
them  for  inquiry.  Among  their  chief  recommenda- 
tions were  that  the  time  limit  both  for  rectifying 
insufficient  assessments  and  for  proceedings  for 
penalties  should  be  extended  to  three  years ; that 
power  should  be  given  to  publish  names  and  parti- 
culars in  cases  of  gross  fraud ; that  returns  of  taxable 
income  should  be  insisted  upon  in  all  cases ; that  the 
principle  of  taxation  at  the  source  should  be  extended 
to  patent  royalties;  that  the  133rd  section  of  the 
Act  of  1842  (which  gave  a one-sided  advantage  to  a 
taxpayer  whose  profits  in  the  year  of  assessment  were 
less  than  the  amount  assessed)  should  be  repealed ; 
and  that  the  grant  of  exemption  or  abatement  by 
reason  of  the  smallness  of  income  should  be  abolished 
in  the  case  of  persons  resident  outside  the  United 
Kingdom.  They  were  disposed  to  leave  alone  the 
existing  system  of  assessment  on  average  profits,  and 
did  not  suggest  any  serious  alteration  in  the  treatment 
of  wasting  assets.  With  regard  to  the  treatment  of 
copyrights,  terminable  annuities,  leaseholds,  and  Co- 
operative Societies  they  recommended  no  change. 
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Report, 
P.IV. 


43  & 44 
Viet.,  c.  19. 


iw.  7, 


Cd.  2575. 


17.  When  making  his  Budget  statement  on  the  30th  official  Rei 
April,  1906,  Mr.  Asquith  said : “ There  are  two  YolA^ 
familiar  and,  in  point  of  justice  and  economic  prm-  col.300. 
ciple,  valid  objections  to  the  incidence  of  the  tax 
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They  are,  as  everyone  knows,  first  that  above  the 
limits  of  exemption  and  abatement  it  is  levied  at  a 
uniform  rate ; and  secondly,  that  no  distinction  is 
made  between  precarious  and  permanent  incomes.  It 
appears  to  me  that  the  time  has  come  for  a searching 
and  authoritative  inquiry.  . . . .” 

By  May,  1906,  a Select  Committee  had  been  ap- 
pointed to  inquire  and  report  “ upon  the  practi- 
cability of  graduating  the  Income  Tax,  and  of 
differentiating,  for  the  purpose  of  the  tax,  between 
permanent  and  precarious  incomes.”  The  1906 
Committee  (Sir.  Charles  Dilke  being  Chairman)  heard 
13  witnesses  of  whom  four  were  official.  Among  the 
non-official  witnesses  the  chief  were  Messrs.  Chiozza 
Money.  Harold  Cox,  and  Snowden,  all  of  whom  had 
schemes  of  taxation  to  lay  before  the  Committee  and 
all  of  whom  were  in  favour  of  both  the  reforms  that 
were  under  discussion.  The  chief  conclusions  come 
to  by  the  Committee  were  briefly : 

(a)  That  graduation  was  practicable, 

(i)  by  an  extension  of  the  system  of 
abatements,  and 

(ii)  by  a super-tax  on  large  incomes. 

(b)  That  differentiation  between  earned  and  un- 

earned incomes  was  practicable. 

(c)  That  abandonment  of  the  system  of  collection 

at  the  source  and  adoption  of  direct  per- 
sonal assessment  for  the  whole  of  the  tax 
was  inexpedient. 

18.  In  1907,  following  upon  the  reports  of  these  two 
Committees',  there  began  a movement  in  the  direction 
of  change  and  of  more  intimate  adaptation  of  the 
tax  to  the  circumstances  of  the  taxpayer  and  to 
modern  business  conditions  which  has  had  a remark- 
able and  almost  revolutionary  effect  upon  the  develop- 
ment of  the  tax.  The  first  great  innovation  was  the 
differentiation  of  rates  as  between  earned  and  un- 
earned incomes  up  to  a total  income  limit  of  £2.000, 
earned  incomes  within  that  limit  paying  9d.  in  the  £ 
instead  of  the  full  rate  of  Is.  This  reform,  discussed 
for  a century,  resisted  by  Pitt,  by  Peel  and  by  Glad- 
stone, was  recommended  by  the  1906  Committee,  in- 
troduced by  Mr.  Asquith,  and  carried  out  without  any 
serious  friction  or  inconvenience. 

The  1907  Act  contained  also  many  minor  but  very 
useful  provisions  based  largely  on  the  Report  of  the 
Departmental  Committee  of  1906. 

19.  The  next  important  step  was  taken  by  Mr. 
Lloyd  George  in  the  Finance  Bill  for  1909,  which 
ultimately  became  law  in  1910,  as  the  Finance 
(1909-10)' Act.  1910.  By  this  Act,  following  again  a 
recommendation  of  the  1906  Committee,  the  principle 
of  graduation  on  the  larger  incomes  was  introduced 
by  means  of  a Super-tax  imposed  on  incomes  exceed- 
ing £5,000,  at  the  rate  of  6d.  for  every  pound  by 
which  the  total  income  exceeded  £3,000.  Among 
other  provisions  of  the  1909-10  Act  were  the  revival 
of  the  allowance  for  children,  in  abeyance  since  1806, 
a great  extension  of  the  1894  allowance  for  repairs 
and  maintenance  of  agricultural  and  cottage  pro- 
pertv.  and  an  extension  of  the  principle  of  differ- 
entiation from  the  former  £2,000  limit  up  to  £3,000. 


After  an  interval  of  a few  years,  necessary  for  the 
assimilation  of  these  changes,  a considerable  develop- 
ment of  the  principle  of  graduation  was  effected  by 
the  Finance  Act,  1914,  the  last  Finance  Act  passed  * ^05  Ge0, 
before  the  war.  By  this  Act  the  taxation  of  earned 
income  was  made  to  proceed  by  four  steps  before  the 
maximum  rate  was  reached  by  incomes  over  £2,500, 
and  for  the  first  time  there  was  a beginning  of  gra- 
duation in  the  rates  for  unearned  incomes,  with  two 
steps  leading  to  the  maximum  when  the  income 
exceeded  £500.  Further  graduation  among  the 
higher  incomes  was  carried  out  by  a great  modifica- 
tion of  the  Super-tax.  Liability  to  Super-tax  was 
made  to  begin  at  £3,000  instead  of  £5,000,  and  in 
place  of  the  old  flat  rate  of  6d.  there  were  seven 
rates  rising  to  a maximum  of  Is.  4d.  The  second 
Finance  Act  of  1914,  passed  after  the  outbreak  of  5Geo.V,  c.  7. 
war,  increased  all  the  rates  by  a flat  percentage  but 
left  the  system  of  graduation  unchanged. 

20.  Since  then  there  has  been  further  progress  in 
graduation,  the  number  of  steps  has  been  increased 
both  for  earned  and  unearned  income  and  for  Super- 
tax, and,  as  a temporary  war  measure,  a new  set  of 
reduced  rates  has  been  granted  to  soldiers  and  sailors 
and  merchant  seamen.  The  scope  of  the  attempt 
made  since  1907  by  the  Legislature  to  temper  the 
burden  of  a high  rate  of  tax  to  the  varying  capacity 
of  the  taxpayer  may  be  gathered  from  the  fact  that, 
quite  irrespective  of  a graduated  Super-tax,  there  are 
now  six  rates  of  Income  Tax  applicable  to  earned 
income,  five  rates  applicable  to  unearned  income,  and 
seven  to  the  pay  of  soldiers  and  sailors,  &e. 

21.  In  addition  to  this  remarkable  growth  of 
differentiation  and  graduation  the  last  few  years 
have  seen  the  extension  of  liability  to  incomes  be- 
tween £130  and  £160  which  about  doubles  the  number 
of  persons  who  come  under  the  review  of  the  Inland 
Revenue  Department  as  having  incomes  over  the 
exemption  limit. 

22.  Payment  of  the  duty  by  instalments,  abandoned 
in  1869,  has  also  been  re-introduced.  recently  to  meet 
the  hardship  caused  by  payment  in  one  sum  at  a 
high  rate  of  duty. 

23.  There  is  one  recent  innovation  which  encroaches 
upon  the  principle  of  taxation  at  the  source.  Owing 
to  the  pressure  of  war  expenditure,  national  borrow- 
ing had  to  be  effected  on  a quite  unprecedented  scale, 
and  foreign  money  had  to  be  tempted  into  British 
Government  Securities:  the  gravity  of  the  crisis  was. 
held  to  justify,  in  so  far  as  certain  war  loans  were 
concerned,  a retrograde  departure  from  the  system 
of  paying  the  interest  under  deduction  of  tax. 

24.  There  have  been  many  other  notable  points  in 
modern  Income  Tax  legislation,  all  of  them  having 
their  share  in  transforming  the  old  and  comparatively 
simnle  structure  into  a financial  instrument  of  extra- 
ordinary complexity,  subtletv,  and.  power,  but  not 
calling  for  detailed  comment  in  a brief  memorandum. 

25.  It  may  be  added  finally  that  in  1918  all  the 
numerous  Income  Tax  enactments  were  consolidated 

into  one  compendious  statute,  the  Income  Tax  Act,  8 A 9 Geo.  V, 
1918.  which  came  into  force  on  the  6th  April,  1919.  c> 
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THE  EXISTING  INCOME  TAX  SYSTEM. 


Scope  of 

1.  The  Income  Tax  of  the  United  Kingdom  extends 
to  the  income  of 

(a)  individuals,  and 

( b ) companies,  corporations,  and  other  bodies  of 

persons 

who  are  resident  in  the  United  Kingdom  or  who  receive 
income  which  arises  in  the  United  Kingdom. 

Income  arising  to  the  “legal  persons”  mentioned 
under  (6)  may  be  wholly  or  in  part  distributed  by 
them  amongst  individuals  and  so  become  part  of  the 
27759 


the  tax. 

incomes  of  individuals,  or  it  may  remain  in  the  hands 
of  the  company,  &c.,  concerned  and  form  part  of  its 
undistributed  profits. 

The  aggregate  income  of  individuals  liable  to  In- 
come Tax  amounts  roughly  to  £1,745,000,000,  and  the 
aggregate  amount  of  the  undistributed  profits 
annually  earned  by  companies,  &c.,  may  be  put,  very 
approximately,  at  £225,000,000. 

2.  The  Income  Tax  applies  to  all  annual  income  or 
profits.  Broadly  speaking,  it  may  be  said  that  by 
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profits  are  meant  net  profits — the  surplus  of  income 
remaining  after  deducting  all  necessary  expenses  of 
making  it — but  this  statement  is  subject  to  certain 
qualifications  as  will  appear  hereafter. 

Geographical  scope  of  the  charge. 

3.  The  tax  extends,  broadly,  to 

(a)  all  income  arising  in  the  United  Kingdom,  by 

whomsoever  it  may  be  enjoyed ; and 

(b)  all  income  accruing  to  a person  residing  in  the 

United  Kingdom,  without  regard  to  the 
place  where  it  may  arise. 

It  is  necessary  to  mention  that  the  expression 
“ person  residing  in  the  United  Kingdom  ” includes 
a company  whose  seat  of  management  is  in  the  United 
Kingdom  and  whose  operations  are  controlled  here. 
The  whole  business  profits  of  such  a company  are 
chargeable  with  United  Kingdom  Income  Tax,  not- 
withstanding that  the  transactions  from  which  such 
profits  are  immediately  derived  may  be  carried  on 
outside  the  United  Kingdom. 

Classification  of  income  or  profits. 

4.  The  Income  Tax  Acts  provide  a great  variety  of 
rules  (summarized  below)  for  ascertaining  and  assess- 
ing profits.  For  this  purpose,  from  1803  onwards, 
profits  have  been  divided  into  five  classes,  viz. : — 

(a)  profits  from  the  ownership  of  lands  and  build- 

ings; 

(b)  profits  from  the  occupation  of  land ; 

(c)  profits  from  investments  in  the  public  funds ; 

(d)  profits  from  trades,  professions  and  employ- 

ments ; 

(e)  profits  from  the  emoluments  of  public  offices, 
each  with  a separate  set  of  rules.  These  five  descrip- 
tions of  income  or  profits  with  their  rules  were  put 
into  five  lists  or  Schedules  in  the  principal  Act, 
lettered  respectively  A,  B,  C,  D and1  E.  Hence  arose 
the  now  familiar  expressions  Income  Tax  Schedule  A, 
Income  Tax  Schedule  D,  &c. 

Graduation  and  differentiation. 

5.  As  regards  the  undistributed  profits  of  companies 
and  other  bodies  of  persons,  Income  Tax  is  charged 
at  a flat  rate,  viz.,  the  standard  rate  in  force  for  the 
time  being,  which  for  the  year  1918-19  is  6s.  in  the 
pound.  Persons  resident  abroad  who  derive  income 
from  this  country  also  pay  United  Kingdom  Income 
Tax  at  the  same  flat  rate  (with  certain  exceptions). 
Where,  however,  such  income  is  above  the  limit  of 
exemption  from  Super-tax,  that  tax  is  strictly  charge- 
able in  addition. 

The  application  of  a flat  rate  in  the  first  case  is  due 
to  the  fact  that  neither  the  relief  for  small  incomes 
nor  the  Super-tax  on  large  incomes  applies  to  com- 
panies, &c.,  while,  as  regards  persons  resident  abroad 
(a)  the  relief  for  small  incomes  is  in  general  not 
applicable,  and  (b)  in  the  case  of  a large  income  the 
resident  abroad  who  is  technically  chargeable  to 
Super-tax  can  seldom  be  made  to  pay  the  tax. 

But  so  far  as  individuals  resident  in  the  United 
Kingdom  are  concerned  (and  these  of  course  consti- 
tute the  enormous  majority  of  the  taxpayers),  the  tax 
is  a graduated  and  differentiated  tax. 

6.  Graduation  is  effected  in  two  ways,  viz.:  — 

(1)  downwards,  by  reduction  of  the  standard  rate 

to  lower  graduated  rates  which  are  applic- 
able 

(a)  to  unearned  income  where  the  total 
income,  while  exceeding  £130,  does  not 
exceed  £2,000;  and 

(b)  to  earned  income  where  the  total  in- 
come, while  exceeding  ’£130,  does  not 
exceed  £2,500. 

(Incomes  of  individuals  not  exceeding  £130  are 
altogether  exempt.) 

(2)  upwards,  by  means  of  an  additional  Income 

Tax — also  graduated — applicable  to  in- 
comes exceeding  £2,500,  and  chargeable  as 
a Super-tax  in  addition  to  Income  Tax  at 
the  standard  rate. 


7.  Differentiation  in  favour  of  earned  income  is 
effected  in  the  case  of  total  incomes  not  exceeding 
£2,500  by  the  application  to  such  earned  income  of  a 
scale  of  graduated  rates  which  are  throughout  lower 
than  the  corresponding  rates  applicable  to  unearned 
income. 


Hates  of  tax. 


8.  For  the  year  191S-19  the  rate  of  Income  Tax  paid 
by  corporations,  &c.,  on  their  undistributed  profits, 
and  by  persons  resident  abroad  on  income  derived 
from  this  country  is  6s.  in  the  pound,  the  standard 
rate  of  Income  Tax.  This  rate  represents  the  final 
liability  of  an  individual  only  in  the  case  of  the  un- 
earned income  of  a taxpayer  whose  total  income  lies 
between  £2,000  and  £2,500. 

Individuals  whose  total  incomes  do  not  exceed  £130 
are  entirely  exempt  from  Income  Tax,  and  as  regards 
individuals  whose  incomes  exceed  £130  relief  bv  re- 
duction of  the  rate  of  tax  below  the  standard  rate  is 
allowable  on  the  following  scale:  — 


Amount  of  total  income. 

Rate  ap- 
plicable to 
earned 
income. 

Rate  ap- 
plicable to 
unearned 
income. 

Not  exceeding  £ 600 

a.  d. 
2 3 

s.  d. 
3 0 

Exceeding  £ 500  and  „ „ £1,000 

3 0 

3 9 

Exceeding  £1,000  „ „ ,.  £1,600 

3 9 

4 6 

Exceeding  £1,500  „ .,  „ £2,000 

4 6 

5 3 

Exceeding  £2,000  „ „ „ £2,500 

5 3 

G 0* 

* Standard  rate — no  relief. 


Finance  Ai 
1918.  SeeB. 
and  19. 


9.  Further  relief  in  the  form  of  abatements  and 
allowances  for  wife,  children  and  certain  relatives  is 
also  given  in  the  case  of  the  smaller  incomes,  the 
effective  rate  of  tax  being  thus  reduced  to  a figure 
considerably  below  the  nominal  rate.  The  scale  of 
abatements  at  present  in  force  is  as  follows:  — 


Amount  of  total  income. 

Amount  of  abatement. 

Not  exceeding  £400 

the  tax  on  £120 

Exceeding  £400  and  „ „ 

£600 

„ „ £100 

Exceeding  £600  „ „ ,, 

£700 

„ * 70 

* Income 
Act,  1918, 
Sec.  11. 


10.  The  following  allowances  are  made  for  a wife,! 
for  certain  relatives!  and  for  children : — 


Allowance  for  wifef  and 

Amount  of  total  income. 

for  dependent  relatives!  and  the 
special  allowance  to 

widowers.f 

Not  exceeding  £800  

the  tax  on  £25. 

Section  13. 


Amount  of  total  income. 

Allowance  for  children  (including 
step-children  and  adopted  children). 

Not  exceeding  £800 

for  each  child  under  the  age  of  six- 
teen years,  the  tax  on  £26. 

Exceeding  £800  and  not 
exceeding  £1,000. 

for  each  such  child  in  excess  of  two, 
the  tax  on  £25. 

Section  12. 


11.  The  Table  printed  on  page  5 shows  in  respect 
of  the  incomes  therein  mentioned  the  considerable 
reduction  in  the  effective  rate  of  tax  as  compared 
with  the  nominal  rate  : — 


* References  are  to  this  Act,  unless  otherwise  stated. 

+ The  “ wife  allowance  ” is  made  to  a claimant  in  respect  oi 
his  wife,  if  living  with  him.  Where  the  claimant  is  a widower, 
an  allowance  is  made  in  respect  of  any  female  relative  of  his  (or 
of  his  deceased  wife)  who  is  resident  with  him  for  the  purpose  or 
having  the  care  and  charge  of  his  children. 

t This  allowance  applies  where  the  claimant  maintains  at  n 
own  expense  a relative  of  his  or  of  his  wife  who  is  incapacitated 
(including.an  adopted  child  who,  although  over  the  age  otic,  is 
incapacitated)  by  old  age  or  infirmity  from  maintaining  himseii 
and  whose  income  does  not  exceed  £26  a year. 
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12.  A further  relief  which  may  also  reduce  the 
ection32.  effective  rate  of  Income  Tax  payable  in  particular 

cases  is  the  allowance  for  Life  Assurance  premiums, 
which,  subject  to  certain  conditions  named  in  the  Act 
— inter  alia,  that  limiting  the  maximum  rate  of  In- 
come Tax  at  which  relief  is  to  he  given  to  3s.  in  the 
pound  in  the  case  of  contracts  made  after  22nd  June, 
1916 — may  be  claimed  to  the  extent  of  one-sixth  of 
the  total  income.  No  allowance  for  Life  Assurance 
premiums  is  made  in  respect  of  assessments  to  Super- 
tax. 

13.  The  upward  graduation  above  the  standard  rate 
of  6s.  is  effected  by  means  of  the  Super-tax,  which, 
for  the  year  1918-19,  is  chargeable  where  the  total 
income  exceeds  £2,500  according  to  the  following 
scale : — 

inance  Act,  In  respect  of — Rate  of  Super-tax  chargeable. 

918,  Sec.  20.  

i.  d. 


In  respect  of — Rate  of  Super-tax  chargeable. 

s.  d. 

the  7th  and  8th  £1,000  of  the  income  ...  3 6 in  the  £. 

the  9th  and  10th  „ „ „ ...  4 0 „ „ 

the  excess  of  the  income  over  £10,000  ...  4 6 „ „ 

14.  The  application  of  the  rates  of  Income  Tax  or  Section  24. 
Super-tax  appropriate  to  any  given  income  is  subject 

to  the  qualification  that  where  the  income  is  slightly 
in  excess  of  a limit  at  which  the  rate  of  tax  changes 
or  an  abatement  is  reduced  or  ceases  to  apply,  the 
total  tax  payable  is  not  to  exceed  the  amount  of  tax  on 
an  income  which  reaches  but  does  not  exceed  this  limit 
plus  the  amount  by  which  the  income  exceeds  the  limit. 

15.  The  effective  rates  of  the  combined  Income  Tax 
and  Super-tax  on  selected  incomes  (calculated  with- 
out reference  to  the  allowances  that  may  be  made  for 
wife  or  children,  &c.)  are  shown  in  the  following 
Table : — 

Yeak  1918-19. 

Statement  showing  the  amount  of  tax  payable  on 
certain  incomes  and  the  effective  rate  charged 
in  the  £. 


the  1st  £2  000  of  the  income  ... 


the  3rd  £1,000 
the  4th  „ 

the  5th  „ 

the  6th  „ 


f the  first  £500  1 0 in  the  £. 
1 the  second  £500  1 6 „ „ 


A. — Income  Tax. 


Where  income  wholly  earned. 


Where  income  wholly  unearned 


Income. 

Amount  of  Tax. 

Effective  Rate. 

Amount  of  Tax. 

Effective 

Rate. 

£ 

£ 

s. 

d. 

S.  d. 

£ 

s. 

d. 

s.  d. 

131 

7 

0 

0 

0 2 

1 

0 

0 

0 2 

150 

3 

7 

6 

0 5 

4 

10 

0 

0 7 

200 

9 

0 

0 

0 11 

12 

0 

0 

1 2 

250 

14 

12 

6 

1 2 

19 

10 

0 

1 7 

300 

20 

5 

0 

1 4 

27 

0 

0 

1 10 

350 

25 

17 

6 

] 6 

34 

10 

0 

2 0 

100 

31 

10 

0 

1 7 

42 

0 

0 

2 1 

450 

39 

7 

6 

1 9 

52 

10 

0 

2 4 

500 

45 

0 

0 

L 10 

60 

0 

0 

2 5 

550 

67 

10 

0 

2 5 

84 

7 

6 

3 1 

600 

v 75 

0 

0 

2 6 

93 

15 

0 

3 1 

650 

87 

0 

0 

2 8 

108 

15 

0 

3 4 

700 

94 

10 

0 

2 8 

118 

2 

6 

3 4 

800 

120 

0 

0 

3 0 

150 

0 

0 

3 9 

900 

135 

0 

0 

3 0 

168 

15 

0 

3 9 

1,000 

150 

0 

0 

3 0 

187 

10 

0 

3 9 

1,500 

281 

5 

0 

3 9 

337 

10 

0 

4 6 

2,000 

450 

0 

0 

4 6 

525 

0 

0 

5 3 

2,500 

656 

5 

0 

5 3 

750 

0 

0 

6 0 

B. — Income  Tax  and  Super -tax. 


Income. 

Income  Tax. 

Super-tax. 

Income  Tax  and 
Super-tax. 

Effective 

Rate. 

£ 

£ 

s. 

d. 

£ 

s. 

d. 

£ 

s. 

d. 

s.  d. 

2,750 

825 

0 

0 

43 

15 

0 

868 

15 

0 

6 4 

3,000 

900 

0 

0 

62 

10 

0 

962 

10 

0 

6 5 

4,000 

1,200 

0 

0 

162 

10 

0 

1,362 

10 

0 

6 10 

5^000 

1,500 

0 

0 

287 

10 

0 

1,787 

10 

0 

7 2 

6,000 

1,800 

0 

0 

437 

10 

0 

2,237 

10 

0 

7 5 

7^000 

2,100 

0 

0 

612 

10 

0 

2,712 

10 

0 

7 9 

8*000 

2,400 

0 

0 

787 

10 

0 

3,187 

10 

0 

8 0 

9,000 

2,700 

0 

0 

987 

10 

0 

3,687 

10 

0 

8 2 

10,000 

3,000 

0 

0 

1,187 

10 

0 

4,187 

10 

0 

8 4 

11,000 

3,300 

0 

0 

1,412 

10 

0 

4,712 

10 

0 

8 7 

12,000 

3,600 

0 

0 

1,637 

10 

0 

5,237 

10 

0 

8 9 

13^000 

3,900 

0 

0 

1,862 

10 

0 

5,762 

10 

0 

8 10 

14,000 

4,200 

0 

0 

2,087 

10 

0 

6,287 

10 

0 

9 0 

15^000 

4,500 

0 

0 

2,312 

10 

0 

6,812 

10 

0 

9 1 

20^000 

6,000 

0 

0 

3,437 

10 

0 

9,437 

10 

0 

9 5 

25,000 

7,500 

0 

0 

4,562 

10 

0 

12,062 

10 

0 

9 8 

30'000 

9,000 

0 

0 

5,687 

10 

0 

14,687 

10 

0 

9 9 

40,000 

12,000 

0 

0 

7,937 

10 

0 

19,937 

10 

0 

10  0 

sojooo 

15,000 

0 

0 

10,187 

10 

0 

25,187 

10 

0 

10  1 

100^000 

30,000 

0 

0 

21,437 

10 

0 

51.437 

10 

0 

10  3 

150^000 

45,000 

0 

0 

32,687 

10 

0 

77,687 

10 

0 

10  4 

UUlJi. X.UO  uguiro  m V,  ■ “““  "V  — 1 „ ,. 
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General  method  of  collecting  the  tax. 

16.  Whenever  it  is  possible  to  do  so,  Income  Tax  is 
obtained  by  deducting  it  before  the  income  reaches  the 
person  to  whom  it  belongs.  For  instance,  a trading 
company  is  required  to  pay  to  the  Revenue  Income 
Tax  at  the  standard  rate  on  the  whole  of  the  profits 
made  by  it,  without  reference  to  the  ultimate  desti- 
nation of  the  profits.  Such  a company  on  paying 
dividends  to  its  shareholders  is  entitled  to  deduct 
and  retain  the  amount  of  Income  Tax  appropriate 
to  the  amount  distributed,  and  the  shareholder  thus 
receives  his  dividends  subject  to  this  deduction  of 
Income  Tax.  . . 

The  principal  classes  of  income  on  which  tax  is  col 
lected  by  deduction  “ at  the  source”  are  the  follow- 
ing:— 

(a)  Interest  on  British  Government  pre-war 

securities  and  on  certain  securities  issued 
since  the  outbreak  of  war. 

(b)  Interest  on  Foreign  Government  securities 

payable  in  the  United  Kingdom. 

(c)  Interest  on  securities  issued  by  local  authori- 

ties. 

(d)  Mortgage  and  other  interest  payable  on  real 

property. 

(e)  Rents,  including  ground  rents,  lease  rents, 

head  rents,  feu  duties  and  similar  payment's 
arising  out  of  real  property. 

(/)  Debenture  and  other  interest,  and  dividends 
paid  by  limited  liability  companies. 

( g ) Interest  ‘and  dividends  payable  by  Foreign 

and  Colonial  companies  through  agents  in 
the  United  Kingdom. 

(h)  Coupons  for  dividends  payable  abroad  which 

are  realized  through  a banker  or  coupon 
dealer  in  the  United  Kingdom. 

(i)  Patent  royalties. 

(fc)  Mineral  royalties  and  dead  rents. 

(l)  Annual  interest  and  annuities  payable  under 

contracts. 

(m)  Certain  tithe  rent  charges. 

(n)  Salaries  of  officers  of  Public  Departments  (in- 

cluding the  Navy,  Army,  Air  Force,  Civil 
Service,  &c.). 


B’s  income  amounting  to  £1,800,  is  derived  as  to 
£1,200  from  dividends  taxed  at  the  source  at  6s.,  and 
as  to  £600  from  his  profession  as  barrister.  The  rate 
appropriate  to  B’s  income  from  dividends  is  5s.  3d., 
the  rate  applicable  to  his  earned  income  is  4s.  6d. 

The  earned  income  will  be  the  subject  of  a direct 


assessment  as  follows:  — 

£600  at  4s.  6d 

From  this  will  be  deducted  the 

= £135  tax 

relief  due  on  the  unearned  in- 
come, viz.,  on  £1,200  at  9d. 

= £45  „ 

Leaving  a balance  of  tax  col- 

lectible on  the  direct  assess- 
ment of 

£90 

19.  It  may  be  mentioned  at  this  point  that  -the  ad- 
justments referred  to  in  the  preceding  paragraph  a’re 
greatly  facilitated  by  the  fact  that  personal  statements 
of  total  income  are  now  rendered  annually  by  almost 
every  individual  taxpayer. 

An  individual  whose  income  is  wholly  or  partly 
earned  renders  a statement  in  order  to  claim  the 
reduced  rate  of  tax  on  his  earned  income,  if  his  total 
income  does  not  exceed  £2,500. 

An  individual  whose  income  is  wholly  unearned 
renders  a statement  in  order  to  claim  the  reduced 
rate  of  tax  on  his  unearned  income,  if  his  total  income 
does  not  exceed  £2,000. 

Every  individual  whose  total  income  exceeds  £2.5UU 
is  required  to  render  a statement  for  the  purposes  of 


Super-tax.  , , , 

Thus  the  onlv  individuals  who  need  not  render  a 
statement  of  total  income  for  one  purpose  or  another 
are  those  whose  final  liability  is  represented  by  the 
standard  rate  of  Income  Tax  (6s.),  namely,  the  rela- 
tively small  class  of  persons  (about  15,000  in  number) 
whose  total  incomes  lie  between  £2,000  and  £2,500  and 
consist  wholly  of  unearned  income— and  even  here 
claims  for  the  allowance  of  Income  Tax  m respect  ot 
Life  Assurance  premiums  bring  in  a certain  number 
of  statements  of  total  income,  owing  to  the  necessity 
for  proving  that  the  claimant’s  income  amounts  to  at 
least  six  times  the  amount  of  the  premium. 


17.  On  the  other  hand,  it  is  not  always  practicable 
to  tax  income  at  the  source,  and  in  such  cases  it  is 
necessary  to  make  a direct  assessment  on  the  recipient 
of  the  income. 

The  principal  items  of  income  which  form  the  sub- 
ject of  direct  assessments  are:  — 

(a)  Profits  of  trades,  employments  and  vocations. 

( b ) Profits  from  the  occupation  of  land. 

(c)  Profits  from  foreign  and  colonial  securities 

and  possessions  (where  not  taxed  by  deduc- 
tion on  payment  through  an  agent  en- 
trusted with  the  payment  of  foreign  and 
colonial  dividends,  &c.). 

(d)  Profits  from  interest,  discounts,  &c.,  where 

not  taxed  hy  deduction  (including  interest 
on  the  bulk  of  British  Government  securi- 
ties which  have  been  issued  during  the  war). 

The  aggregate  income  of  a taxpayer  may  be  made 
up  of  a number  of  separate  items  from  some  of  which 
tax  has  been  deducted  before  the  income  reaches  its 
owner,  while  on  others  he  pays  tax  on  a direct 
assessment. 

18.  When  tax  is  deducted  at  the  source  it  is  (with 
certain  exceptions)  deducted  • at  the  standard  rate, 
which  rate  for  the  yea'r  1-918—19  is  6s.  in  the  £.  This 
rate  represents  the  final  liability  in  certain  cases  ( see 
paragraph  8 above),  but  where  the  rate  ultimately 
payable  by  a resident  in  this  country  whose  income  is 
taxed  wholly  or  partly  by  deduction  is  less  than  the 
standard  rate,  certain  adjustments  must  be  made  in 
order  to  give  him  the  benefit  of  the  relief  to  which  he 
is  entitled. 

For  example,  A’s  income  amounting  to  £1,800,  is 
derived  entirely  from  dividends  taxed  at  the  source 
at  6s.  in  the  £.  The  “ unearned  ” rate  appropriate 
to  a total  income  of  £1,800  is  5s.  3d.  only.  A would 
be  repaid  9d.  in  the  £ on  the  amount  of  his  income 
on  his  making  an  application  for  relief  supported  by 
evidence  of  the  amount  of  tax  which  has  been  deducted 
from  his  inoome. 


Belief  in  respect  of  Colonial  Income  Tax. 

20.  Owing  to  the  general  rise  in  the  rates  of  Income 
Tax  the  difficult  subject  of  double  taxation  became 
acute  during  the  wa*.  A section  was  put  into  the 
Finance  Act  of  1016,  admittedly  as  a temporary  or 
stop-gap  measure,  granting  relief  solely  at  the  ex- 
pense of  the  British  Exchequer,  without  prejudice  to 
the  question  of  the  relative  claims  of  the  Exchequers 
of  the  United  Kingdom  and  of  the  Dominions.  It 
was  provided  that  if  a person  has,  on  any  part  of 
his  income,  borne  both  United  Kingdom  Income  lax 
(at  more  than  3s.  6d.  in  the  £)  and  also  Colonial 
Income  Tax,  he  shall  be  repaid  the  smaller  of  the 
following  amounts : — 

(a)  such  an  amount  as  will  reduce  the  United 

Kingdom  Income  Tax  on  that  part  of  his 
income  to  3s.  6d.  in  the  £,  or 

(b)  the  whole  amount  of  tax  on  that  part  of  his 

income  at  the  rate  of  the  Colonial  Income 
Tax. 

With  the  present  standard  rate  of  United  Kingdom 
Income  Tax  of  6s.  in  the  £ the  maximum  rate  of 
relief  allowable  under  this  section  is  2s.  6d.  in  the  £. 

It  may  also  be  mentioned  that  income  derived  from 
abroad  and  accruing  to  the  resident  in  this  country  is 
taxed  here  not  on  the  gross  amount,  but  on  the 
amount  remaining  after  deducting  any  Income  lax 
paid  in  the  place  where  the  income  has  arisen. 


Buies  of  assessment. 

21.  One  of  the  consequences  of  the  taxation  of 
come  as  far  as  possible  at  the  source  is  seen  in  the 
assification  of  income  that  has  been  adopted  for  the 
lrpose  of  assessment.  As  indicated  above,  this  classi- 
:ation,  which  dates  back  to  the  year  1803,  has  given 
; the  five  well-known  Schedules  A,  B,  C,  D.  and  E 
; the  Income  Tax  Acts,  which  together  embrace  all 
icome  chargeable  with  Income  Tax.  Schedules  A 
id  C are  primarily  deduction-at-the-source  Schedules, 


Section  55. 


Sell.  D, 
Case  IV., 
Rule  1,  and 
Case  V., 
Rule  1. 
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Schedules  B and  D are  principally  concerned  with 
direct  assessments,  while  Schedule  E,  which  was  largely 
a deduotion-at-the-source  Schedule  in  1842  now  con- 
tains a'  higher  proportion  of  direct  assessments  owing 
to  the  large  number  of  officers  of  limited  liability 
companies  who  are  assessed  under  this  Schedule. 

Under  Schedule  A is  charged  income  from  the  owner- 
ship of  lands  and  tenements  in  the  United  Kingdom. 

Under  Schedule  B is  charged  income  from  the  occu- 
pation of  land.  The  charge  extends  not  only  to  the 
profits  made  by  the  professional  farmer  but  also  to  an 
a'ssumed  income,  based  on  annual  value,  from  land 
occupied  as  parks  and  pleasurd  grounds  and  amenity 
land  generally,  which  may  in  fact  produce  no  money 
income  at  all  to  the  occupier. 

Under  Schedule  C tax  is  charged  in  respect  of 
interest,  dividends  and  annuities  payable  in  the 
United  Kingdom  out  of  any  public  revenue. 

Under  Schedule  D are  charged  profits  arising  from 
trades,  professions,  employments  and  vocations,  cer- 
tain interest,  discounts,  foreign  securities,  and  foreign 
possessions,  and  generally,  any  annual  profits  which 
aVe  not  charged  by  virtue  of  some  other  provision. 

Under  Schedule  E tax  is  charged  in  respect  of  public 
offices  or  employments  of  profit,  and  of  annuities, 
pensions  and  stipends  payable  by  the  Crown  or  out  of 
the  public  revenue  of  the  United  Kingdom. 

It  is  necessary  bo  look  at  the  principal  rules  applic- 
able to  assessments  under  these  five  Schedules  in  some 
detail  as  they  provide  for  the  assessment  of  different 
classes  of  income  on  various  bases  and  in  accordance 
with  a number  of  separate  rules. 


Schedule  .4. 


Sch.  A. 
No.  1. 


Sch.  A. 
No.  V„ 
Rule  7. 


Sen.  A, 
No.  V., 
Rule  8. 


See  (e.g.) 
Finance  Act, 
1918,  Sec.  17  (3); 


Sec.  100. 
Sch.  A. 


Rule  4. 


Sch.  A, 
No.  VII., 
Rule  1> 
Sch.  A, 
No.  VIII, 
Rule  1. 
Sch.  A, 
No.  VIII., 
Rule  4. 


22.  The  “ General  Rule  ” of  No.  I,  Schedule  A. 
provides  a basis  for  estimating  the  annual  value  of 
real  property  in  the  United  Kingdom  (except  in  the 
administrative  county  of  London,  where  the  valuation 
made  under  the  Valuation  (Metropolis)  Act,  1869,  is 
adopted  for  Income  Tax  purposes).  This  basis  is  the 
rackrent  at  which  the  property  is  “ worth  to  be  let,” 
but  from  the  rackrent  or  annual  value  a deduction  is 
made,  to  arrive  at  the  amount  on  which  tax  is  to  be 
collected,  of  one-sixth  (houses)  or  one-eighth  (lands) 
in  respect  of  the  cost  of  repairs.  In  the  case  of  houses 
of  an  annual  value  not  exceeding  £12  and  of  lands 
(including  farmhouses  and  other  buildings)  the  owner 
may  claim  an  additional  allowance  of  the  excess  (if 
any)  of  the  actual  cost  to  him  of  “ maintenance,  re- 
pairs, insurance  and  management  ” — on  an  average  of 
the  five  preceding  years — over  and  above  the  one- 
sixth  and  one-eighth  allowances  mentioned  above. 

23.  The  annual  value  under  Schedule  A is  deter- 
mined afresh  periodically,  provision  being  made  in 
the  Finance  Act  for  each  year  for  which  a new 
valuation  is  not  to  be  made  for  the  existing  values  to 
be  continued  for  a further  year.  Owing  to  the  excep- 
tional pressure  caused  by  the  war,  no  general  re- 
assessment has  been  made  since  1910,  and  a re-valua- 
tion of  property  is  now  considerably  overdue. 
Assessments  under  Schedule  A are  based  on  returns 
of  rent  and  conditions  of  tenancy  made  by  occupiers, 
and  in  some  cases  by  owners,  in  conjunction  with 
evidence  derived  from  the  existing  Poor  Rate 
Valuation. 

24.  In  conformity  with  the  principle  of  taxing 
income  at  the  source — where  it  most  easily  traced — 
the  tax  assessed  under  Schedule  A is,  with  some  excep- 
tions, collected  from  the  occupier,  who  is  authorized 
to  deduct  the  amount  paid  by*him  from  his  next  pay- 
ment of  rent.  An  immediate  lessor  who  is  liable  to 
pay  rent  to  a superior  landlord  and  a mortgagor  who 
pays  interest  to  a mortgagee  are  similarly  authorized 
to  deduct  Income  Tax  on  payment,  thus  ensuring 
that  the  tax  collected  from  the  tenant  is  ultimately 
borne  by  the  several  persons  enjoying  the  income 
derived  from  the  property  according  to  their  respec- 
tive interests. 

25.  A number  of  miscellaneous  profits  arising  out  of 
lands  are  charged  under  Schedule  A according  to  par- 
ticular rules.  These  are  tithes  and  tithe  rent-charges, 
ecclesiastical  dues,  manorial  dues,  fines  in  considera- 
tion of  the  demise  of  lands  or  tenements,  &c.  The 
basis  of  assessment  varies  according  to  the  subject  of 
charge  from  the  income  of  the  preceding  year  to  the 
income  on  an  average  of  three  or  of  seven  years. 


26.  An  important  division  of  Schedule  A,  known  as 
“ No.  Ill,”  provides  for  the  assessment  under  that 
Schedule,  but  in  accordance  with  the  rules  of  Schedule 
D,  of  profits  from  “ concerns  ” on  or  about  lands 
which  also  partake  of  the  nature  of  industries.  The 
principal  “ concerns  ” named  in  No.  Ill  and  the 
basis  of  assessment  in  each  case  are  as  follows : — 


Quarries  ... 

Mines 

Iron  Works 
Gas  ,, 
Water  ,, 
Docks 

Fishings . ... 
Markets 
Railways,  &c., 


the  profits  of  the  preceding 
year. 

the  average  profits  of  the 
five  preceding  years. 

-'1 

! the  profits  of  the  preceding 
f year. 


b.  D, 
rat 

jvislo 


27.  The  determination  of  annual  value  in  Ireland  is  Part  ty 
governed  by  certain  special  provisions  applicable  to 
that  country.  180  to  188. 


Schedule  B. 


28.  Income  Tax  under  Schedule  B is  charged  in  Sch.  B. 
respect  of  profits  derived  or  assumed  to  be  derived 
from  the  occupation  of  land.  The  assessment  is  made 

on  a statutory  “ profit  ” of  twice  the  annual  value  of 
lands  occupied  wholly  or  mainly  for  the  purpose  of 
husbandry,  and  on  the  single  annual  value  in  the  case 
of  other  lands. 

29.  A person  occupying  lands  for  the  purpose  of 
husbandry  only — the  farmer — has,  however,  a choice 
between  the  following  methods : — 

(i)  he  may  pay  tax  on  the  conventional  Schedule 

B assessment;  or 

(ii)  he  may  elect  to  be  assessed  under  Schedule  D Sch.  B, 

on  the  average  profits  of  the  three  pre-  Rule5- 
ceding  years  instead  of  under  Schedule  B ; 
or 

(iii)  he  may  be  assessed  in  the  first  instance  under  Sch.  B, 
Schedule  B,  but  Tie  may  obtain  at  the  end  Rule.6. 
of  the  year  a reduction  of  the  assessment 
if  the  actual  profits  of  the  year  are  less  than 
the  assessment. 

30.  A person  occupying  woodlands  on  a commercial  Sch.  B.i 
basis  and  with  a view  to  profit  is  also  allowed  to  be  Rule  "i- 
assessed  under  Schedule  D (on  the  three  years’  aver- 
age) instead  of  under  Schedule  B. 

31.  Tax  under  Schedule  B is  collected,  not  at  the 
source,  but  by  direct  assessment  of  the  person  in 
receipt  of  the  income  chargeable. 


h.  D, 
oon  1 
ovisii 


ih.  D. 
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Schedule  C. 

32.  Tax  under  Schedule  C is  charged  wholly  at  the 
source.  This  Schedule  embraces  interest,  annuities, 
dividends,  &c.,  payable  in  the  United  Kingdom  out 
of  the  public  revenue  whether  of  the  United  Kingdom 
or  of  a foreign  country.  The  method  of  securing  the 
tax  is  to  require  the  Bank  of  England  or  other  agent 
entrusted  with  the  payment  of  the  interest,  &c.,  to 
deduct  Income  Tax  on  payment  and  to  pay  over  to 
the  Revenue  the  amounts  so  deducted.  Small  divi- 
dends, &c.  (the  half-yearly  amount  of  which  does  not 
exceed  50s.),  are  not  taxable  by  deduction,  but  the 
recipients  of  such  dividends,  if  liable  to  tax,  are 
required  to  include  the  sums  received  in  their  returns 
for  assessment  under  Schedule  D. 

33.  In  conformity  with  the  general  principle  under 
which  all  income  arising  in  the  United  Kingdom  is 
taxable,  interest  and  dividends  on  British  securities 
are  (subject  to  the  observations  in  paragraph  34) 
taxed,  whether  the  person  entitled  to  them  resides  in 
the  United  Kingdom  or  elsewhere.  Interest  or  divi- 
dends on  Foreign  and  Colonial  securities,  however, 
which,  owing  to  the  unique  position  of  London  as  a 
financial  centre,  are  frequently  distributed  through  an 
agent  in  the  United  Kingdom,  are  not  taxable  if  the 
person  owning  the  securities  and  entitled  to  the 
interest  or  dividends  is  not  resident  in  the  United 
Kingdom. 

34.  It  may  here  be  observed  that  the  interest  pay- 
able on  the  bulk  of  the  British  Government  securities 
which  have  been  issued  during  the  war  occupies  an 
exceptional  position.  It  was  necessary  during  the  war 


Sch.;c. 


Sch.  C. 
Second  and 
Third  sets 
of  Rules, 
Rule  1. 


ch.D 
id  II 


Sch.  C, 
Second  set 
of  Rules, 
Rule  S'. 


eh.  E 
nd 


sen.  v^, 
General  Rule 
Rule  2(d). 


eh.  I 
nd  II 
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to  attract  money  from  every  possible  quarter — British 
and  foreign — and  in  order  to  attain  this  object  it  was 
decided  (a)  to  pay  interest  on  certain  War  Loans 
without  deduction  of  Income  Tax,  and  (b)  to  exempt 
from  liability  to  tax  interest  on  those  securities  when 
they  are  in  the  beneficial  ownership  of  a person  who 
is  hot  ordinarily  resident  in  the  United  Kingdom. 
The  investor  who  is  ordinarily  resident  in  this 
country  is  required  to  include  such  interest  in  his 
return  for  direct  assessment  under  Schedule  D. 


Schedule  D. 

35.  We  now  come  to  what  may  properly  be  described 
as  the  principal  Schedule  of  the  Income  Tax,  viz., 
Schedule  D.  Under  this  Schedule  nearly  two-thirds 
of  the  aggregate  amount  of  the  produce  of  the  Income 
Tax  is  accounted  for.  Its  charging  provisions  extend 
to  the  annual  profits  arising  or  accruing 

(i)  to  any  person  residing  in  the  United  King- 

dom, from  property  wherever  situated  (not 
assessed  under  Schedule  A),  or  from 
trade,  profession,  employment,  or  vocation 
wherever  carried  on ; 

(ii)  to  any  person  not  resident  in  the  United 

Kingdom  from  property  in  the  United 
Kingdom  (not  assessed  under  Schedule  A), 
or  from  trade,  profession,  employment,  or 
vocation  exercised  within  the  United 
Kingdom. 

Interest  of  money,  annuities  and  other  annual 
profits  not  charged  under  other  Schedules  and  not 
specially  exempted  from  tax  (as,  e.g.,  is  interest  form- 
ing part  of  the  income  of  a charitable  trust)  are  also 
made  chargeable  under  Schedule  D. 

36.  The  subjects  of  charge  under  Schedule  D are 
grouped  under  six  heads,  or,  as  they  are  called, 
“ Cases.” 


;b.  D, 
ale  ap- 
ioable  to 
ise  L 

h.D, 
ale  ap- 
icable  to 


Sch.  D';  Cases  I 
and  n,  Rule  8. 


Case  I relates  to  trade  profits.  The  tax  is  to  be 
computed  on  the  basis  of  the  average  profits  of  three 
years  ending  next  before  the  year  of  assessment. 

Case  II  relates  to  the  profits  from  professions, 
employments  and  vocations,  and  the  tax  is  also  com- 
puted on  the  basis  of  a three  years’  average,  except 
that  certain  weekly  wage-earners  are  charged  in 
respect  of  their  earnings  for  each  quarter,  being 
assessed  and  required  to  pay  after  the  end  of  the 
quarter. 

37.  The  Rules  applicable  to  Cases  I and  II  do  not 
enumerate  all  the  expenses  that  may  be  allowed  in 
computing  profits  for  assessment.  In  general  it  may 
be  said  that  profits  are  computed  on  a commercial 
basis  with  the  qualification  that  certain  charges  that 
would  be  regarded  by  a trader  as  part  of  the  expenses 
of  his  business  for  commercial  purposes  are  expressly 
prohibited  by  the  Act.  For  instance,  in  accordance 
with  the  principle  under  which  the  whole  of  the  profits 
arising  from  a business  are  charged  in  the  hands  of  a 
person  who  carries  it  on — that  is,  as  near  the  source 

ch  D Cases  I 518  P088^6 — the  deduction  of  interest  on  borrowed 
ad’ Ii’  Rule  3.  money,  patent  royalties,  and  similar  payments  is  pro- 
hibited, but  the  trader  who  pays  the  tax  recovers  a 
proportionate  amount  by  deduction  from  any  interest, 
royalties,  &e.,  which  he  may  have  to  pay  to  other 
persons.  Broadly  speaking,  expenses  which  are  not 
of  the  nature  of  capital  and  which  are  incurred 
wholly  and  exclusively  for  the  purposes  of  the  business 
are  deductible,  but  capital  charges,  lost  capital,  losses 
unconnected  with  the  business,  and  private  and 
domestic  expenses  are  not  allowed.  Debts  proved  to 
be  bad  are  allowed  for,  and  also  doubtful  debts  to  the 
extent  to  which  they  are  estimated  to  be  bad. 

Any  Excess  Profits  Duty  which  has  been  paid  in 
respect  of  a business  is  allowed  as  an  expense  for 
Income  Tax  purposes,  but  Income  Tax  is  not  treated 
as  an  expense. 

38.  The  deduction  allowed  for  depreciation  (apart 
from  certain  special  war-time  provisions)  is  limited 
to  an  allowance  for  diminution  in  value  by  reason  of 
wear  and  tear  of  machinery  and  plant  used  for  the 

ich.  D,  Cases  I purposes  of  a trade.  A deduction  is  also  allowed  when 
ad  II,  Rule  7 machinery  or  plant  that  has  become  obsolete  is  re- 
placed. An  allowance,  calculated  by  reference  to 
annual  value,  is  also  made  in  respect  of  the  deprecia- 
tion of  mills,  factories,  and  similar  premises. 

27759 


39.  During  the  first  three  years  of  a business  the 
profits  of  the  year  of  assessment  may  be  adopted  as 
the  basis  of  liability;  and  similarly  where  a business 
is  discontinued,  the  person  chargeable  is  entitled  to 
be  charged  for  the  last  year  on  the  actual  profits 
arising  in  that  year  and  to  have  an  adjustment  of  the 
tax  paid  for  the  three  previous  years,  so  that  the  total 
amount  paid  does  not  exceed  the  amount  which  would 
have  been  paid  if  the  profits  had  been  assessed1  year 
by  year  on  the  amount  arising  in  each  year. 

40.  Under  Case  III  is  charged  interest  not  taxed 
by  deduction  (including  interest  on  British  Govern- 
ment securities  which  has  been  paid  without  deduc- 
tion of  tax),  discounts,  &c.  The  basis  of  assessment 
is  the  amount  of  income  arising  in  the  year  preced- 
ing year  of  assessment. 

41.  Case  IV  provides  for  the  taxation  of  income 
arising  from  foreign  and  colonial  securities.  The 
basis  of  charge  is  the  income  arising  in  the  year  of 
assessment,  but  a person  who  is  not  domiciled  in  the 
United  Kingdom  and  a British  subject  who  is  not 
ordinarily  resident  in  the  United  Kingdom  are  charge- 
able only  on  the  amounts  actually  received  in  the 
United  Kingdom. 

42.  Case  V extends  to  income  arising  from  foreign 
and  colonial  possessions  (other  than  securities).  The 
liability  is  computed  on  the  average  income  of  the 
three  preceding  years.  In  the  case  of  income  from 
stocks,  shares  or  rents,  the  liability  is  computed  on 
the  full  amount  of  the  income  arising  from  the  source 
in  question  (subject  to  a qualification  similar  to  that 
applicable  to  Case  IV,  that  a person  not  domiciled  in 
the  United  Kingdom  and  a British  subject  not  ordin- 
arily resident  in  the  United  Kingdom  are  taxable 
only  on  the  sums  received  in  this  country).  Income 
from  foreign  and  colonial  possessions  other  than 
stocks,  shares,  or  rents  (for  instance,  from  a share  of 
a business  wholly  carried  on  outside  the  United  King- 
dom) is  taxable  only  on  the  amount  of  income  received 
in  tbis  country. 

43.  Case  VI  extends  to  “ any  annual  profits  or 
gains  not  falling  under  any  of  the  foregoing  Cases 
and  not  charged  by  virtue  of  any  other  Schedule.” 

It  is  the  sweeping-up  Case  which  is  intended  to  bring 
within  the  Income  Tax  net  all  annual  profits  that  are 
not  taxed  in  some  other  way.  Owing  to  the  indefinite 
nature  of  the  profits  that  may  fall  within  this  Case, 
the  rules  for  assessment  are  very  vaguely  drawn. 

Thev  provide  that  the  nature  of  the  profits  and  the 
basis  on  which  the  amount  has  been  computed,  includ- 
ing the  average,  if  any,  taken,  shall  be  stated  by  the 
taxpayer,  and  that  the  computation  of  liability  shall 
be  made  either  on  the  profits  of  the  year  of  assess- 
ment or  on  an  average  of  a period  greater  or  less  than 
a year  as  the  case  may  require. 

Schedule  E. 

44.  Schedule  E extends  to  the  emoluments  of  public 
offices  and  employments  of  profit,  and  to  annuities, 
pensions  and  stipends  payable  by  the  Crown  or  out  of 
the  public  revenue  of  the  United  Kingdom.  When 
the  Act  of  1842  was  passed  the  bulk  of  the  assessments 
made  under  this  Schedule  no  doubt  related  to  offices 
held  under  the  Government,  Ecclesiastical  bodies, 

Municipal  and  other  Public  Corporations,  and  so  on ; 
at  the  present  day  officers  and  employees  of  limited 
liability  companies  constitute  the  most  numerous 
class  of  persons  chargeable  under  Schedule  E. 

The  basis  of  assessment  (except  as  regards  certain  E Rnle  ^ 
fluctuating  emoluments)  is  the  income  of  the  year  of 
assessment,  but  the  Board  of  Inland  Revenue  offer  no 
objection  if  the  District  Commissioners  assess  sub 
ordinate  officers  of  limited  liability  companies  ( e.g ., 
clerks,  travellers,  &c.)  on  a three-years’  average,  thus 
giving  such  persons  the  same  treatment  as  employees 
of  private  firms.  The  Act  provides  for  the  tax  Sch,  E,  Rule  II. 
assessed  under  Schedule  E to  be  deducted  from  official 
salaries  and  emoluments  of  public  offices.  This  rule 
is  not  applied  to  persons  employed  by  limited  liability 
companies  (except  officials  of  railway  companies) 
from  whom  the  tax  is  collected  direct. 

Bases  of  assessment. 

45.  It  is  perhaps  not  out  of  place  at  this  point  to 
give  a statement  showing  the  various  bases  upon 
which  income  is  computed  for  the  purpose  of  assess- 
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Sch.  D. 

Case  VI,  Rules 
1 and  2. 
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ment,  and  the  nature  of  the  income  to  which  each 
basis  is  applicable:  — 

Basis.  Income  to  which  applicable. 

Income  from:  — 

Sch.  A,  No.  L Year  of  assessment,  in  Annual  value  of  property, 
year  of  re-valuation 
(same  value  con- 
tinued in  succeeding 
years  until  nest  re- 
valuation) . 

Sch.  B.  Conventional  basis  Occupation  of  land. 

(unless  the  occupier 
has  asked  to  be 
assessed  under  Sche- 
dule D). 

Sch,  C.  Year  of  assessment  ...  Interest,  annuities,  divi- 

dends, etc.,  taxed  at  the 
source. 

Sch.  D,  Case IV,  Do.  Foreign  and  Colonial  securi- 

Bule  1.  ties. 

Sch.  E,  Buie  1.  Do.  ...  Salaries,  fees,  &c.,  of  public 

offices  or  employments. 
Annuities,  pensions,  &c., 
payable  by  the  Crown  or 
out  of  public  revenue. 

Sch.  A, No. n.  Preceding  year  ...  Compositions  for  tithes.  Pay- 

®u^e  3-  ments  in  lieu  of  tithes  from 

lands  (except  tithe  rent- 
charges)  . 

Sch.  A. No. n,  Do.  ...  Fines  in  consideration  of  the 

Enle  6‘  demise  of  lands  or  tene- 

ments. 

Sch.  A, No. m,  Do.  ...  Quarries  of  stone,  slate,  lime- 

Bnle  stone,  or  chalk. 

Sch.  A.  No.  m,  Do.  ...  Ironworks,  gasworks,  salt 

Eule  3-  springs  or  works,  alum 

mines  or  works,  water- 
works ; streams,  canals, 

* docks,  drains,  levels,  mar- 

„ kets,  fairs,  tolls,  railways 

and  other  ways,  bridges, 
ferries,  and  other  concerns 
of  the  like  nature. 

Casein.  D°.  ...  Profits  of  uncertain  value, 

including  interest,  dis- 
counts, «fec.,  not  taxed  at 
the  source. 

or  Perquisites*  of  public  offices 
or  employments. 

Tithes  taken  in  kind. 


Preceding  year 
three  years’  average. 
Average  of  three  pre- 
ceding years. 


Do.w  do.  ...  Ecclesiastical  dues  and  pay- 
ments. 

Payments  in  lieu  of  tithes 
(not  being  tithes  arising 


Teinds  in  Scotland. 

Sch.  D.  Case  I. 

Do. 

do. 

Trades  and  manufactures. 

Sch.  D,  Case  n. 

Do. 

do. 

Professions,  employments,  and 

Sch.  D,  Case  V, 

Do. 

do. 

vocations. 

Rule  1. 

Foreign  possessions. 

Sch.  E,  Rule  4. 

Average  of 

three  pre- 

Perquisites*  of  public  offices 

ceding  years  or  pre- 
ceding year. 

Average  of  five  pre- 
ceding years. 


and  employments. 


Sch.  A,  No.  in, 
Buie  2. 

Sch.  D,  Cases 
I and  II,  Rule  8. 


Mines  of  coal,  tin,  lead,  cop- 
per, mundic,  iron  and  other 
mines. 

Average  of  seven  pTe-  Manorial  dues,  royalties  and 
ceding  years.  profits. 

Such  average  or  basis  Miscellaneous  profits  from 
as  appears  just  and  lands  not  in  the  occupation 
equitable.  of  the  person  chargeable. 

Do.  do.  ...  Annual  profits  and  gains  not 
otherwise  charged. 

All  the  income  which  is  received  by  the  individual 
to  whom  it  belongs  under  deduction  of  Income  Tax 
is  of  course  taxed  automatically  by  reference  to  the 
income  of  the  year  of  assessment,  the  amount  of  tax 
deducted  being  that  appropriate  to  the  actual  pay- 
ment or  payments  made  during  the  year. 

46.  Assessments  made  on  the  bases  mentioned  in 
the  preceding  paragraph  are  subject  to  modification 

* i.e..  such  profits  as  arise  in  the  course  of  exercising  an  office 
or  employment  from  fees  or  other  emoluments. 


or  to  later  adjustment  in  numerous  cases  that  are  ^ch. D-  Case 
specially  provided  for  in  the  Act,  as,  for  example,  RulM?  ’ 
mines  failing,  new  businesses,  businesses  discontinued,  Sch.  D,  Mise 
changes  in  a partnership  in  conjunction  with  a falling  Rufe°3 3 Rul 
off  of  profits,  cessation  of  business,  death  or  Sch.  b‘,  Rule 
bankruptcy,  profits  from  lands  falling  short  of  the  l|ct'0n4q‘ 
amount  assessed,  losses  made  in  trade  or  in  the  Section  4^ 
occupation  of  lands,  diminution  of  profits  due  to  the 
war,  total  income  falling  short  of  the  assessed  income, 
and  so  on. 


Place  of  assessment. 

47.  Speaking  generally,  the  Act  provides  for  income  Sch.  A,  No. l 
to  be  assessed  in  the  place  where  it  arises.  Thus  sUher>w 
properties  chargeable  under  Schedule  A are  to  be  laneous  Rul! 
assessed  in  the  place  where  they  are  situate,  busi-  Rule  4. 
nesses  and  employments  are  chargeable  where  they  are  ich!  D’.Misc 
carried  on,  and  emoluments  of  public  offices  are  laneous  Rule 
taxable  at  the  head  office  of  the  department  under  schf^  Mi« 
which  they  are  held.  Householders  not  engaged  in  laneous  Rul< 
business  or  employment,  and  persons  not  otherwise  Rale5, 
provided  for,  are  chargeable  where  they  ordinarily 

reside. 

The  taxation  of  income  where  it  arises  carries  with 
it  the  qbligation  of  making  a return  of  income  at  each 
place  where  an  assessment  falls  to  be  made.  The  Acts 
do  not  recognize  any  right  on  the  part  of  the  taxpayer 
to  make  one,  and  only  one,  return  annually  for 
Income  Tax  purposes.  If  he  has  two  residences,  or 
exercises  a trade  or  profession  in  different  parishes, 
or  in  a parish  other  than  that  in  which  he  resides,  he 
may  be  called  upon  to  make  returns  in  each  of  the 
parishes  concerned,  but  such  a course  is  not  always 
necessary  in  practice. 

Special  reliefs. 

48.  It  may  be  added  that  the  Act  contains  a 
number  of  special  relieving  provisions  which  are 

due  mainly  to  the  war ; thus  reduced  rates  of  tax  and  Section  42. 
other  reliefs  have  been  granted  in  respect  of  the 
service  pay  of  Sailors,  Soldiers,  Members  of  the  Air 
Force,  &c.  Moreover,  relief  is  allowed  in  respect  of  Sections  43 
diminished  income  due  to  the  War  and  provision  has  and  44. 
been  made  for  postponement  of  payment  of  Super-tax 
where  the  income  has  been  very  seriously  reduced. 

These  provisions  are  in  their  nature  temporary  and  section  50 
will  no  doubt  be  reconsidered  at  an  appropriate 
moment. 


Husband  and  wife. 

49.  In  general,  the  income  of  a married  woman  ^jj  gchBn 
living  with  her  husband  is  treated  as  the  income  of  Rule  10.” 
the  husband,  the  aggregate  income  of  husband  and 
wife  (in  so  far  as  it  is  not  taxed  at  the  source)  is 
assessed  upon  the  former,  and  the  tax  payable  re- 
covered from  him.  But — 

(а)  where  the  total  joint  income  does  not  exceed  section  13. 

£800  the  married  man  is  entitled  to  an 
allowance  of  the  tax  on  £25  ( see  para- 
graph 10) ; 

(б)  where  the  total  joint  income  does  not  exceed  Section 21. 

£500  any  earnings  of  the  wife  may  be 
treated  as  a separate  income  for  the 
purposes  of  claiming  exemption,  abate- 
ment or  other  relief;  and, 

(c)  where  either  the  husband  or  the  wife  makes  All  Sche., 

an  application  within  six  months  before  SMtion3°d 
6th  May  in  any  year  Income  Tax  (and/or 
Super-tax)  for  that  year  is  to  be  assessed 
on  their  respective  incomes  as  if  they  were 
not  married. 

In  cases  where  such  an  application  is 
received,  separate  returns  are  called  for 
from  husband  and  wife,  separate  assess- 
ments made  on  each,  and  the  tax  payable  on 
such  assessments  is  recovered  from  husband 
and  wife  respectively  (with  an  ultimate 
right  of  resort  to  the  husband  for  the  wife’s  section  17. 
tax).  But  the  income  of  husband  and  wife 
is  to  be  treated  as  one  in  dealing  with 
claims  for  relief  dependent  upon  total  in- 
come, and  the  effect  of  the  provision  for 


APPENDIX  2. 


11 


separate  assessment  is  therefore  not  to 
reduce  the  total  amount  of  tax  payable  but 
only  to  divide  it  between  husband  and  wife 
according  to  certain  specified  rules. 

Super-tax. 

50.  Assessments  to  Super-tax  for  each  year  are 
made  on  the  basis  of  the  total  income  of  the  individual 
from  all  sources  as  liable  to  Income  Tax  for  the 
preceding  year.  The  statement  of  income  for  the 
preceding  year  is  not  necessarily  or  even  usually  the 
actual  income  of  that  year,  but  it  is  the  income  on 
which  Income  Tax  was  paid  for  that  year. 

For  instance,  take  the  case  of  an  individual  whose 
total  income  is  derived  from  the  following  sources:  — 
Profession  of  barrister, 

Interest  on  Registered  National  War  Bonds,  and 
Dividends  on  investments  taxed  at  the  source. 

The  computation  of  his  total  income  for  the  pur- 


poses of  Super-tax  for  (say)  the  year  5 will  be  made 
as  follows : — 

(fl)  Profits  as  barrister: — The  Income  Tax  assess- 
ment of  the  year  4,  which  is  itself  based  on 
the  average  profits  of  the  years  1,  2,  and  3. 

(b)  Interest  on  War  Bonds: — The  Income  Tax 

assessment  for  the  year  4,  which  is  itself 
based  on  the  interest  arising  in  the  year  3. 

(c)  Taxed  dividends: — The  amount  on  which 

Income  Tax  was  paid  (by  deduction  at 
the  source)  for  the  year  4 which  in  this 
case  is  the  actual  sum  received  in  the 
year  4. 

The  aggregate  amount  of  these  three  items  repre- 
sents the  “ statutory  income  ” of  the  year  4 on  the 
basis  of  which  the  Super-tax  assessment  for  the  year 
5 will  be  made. 
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ROYAL  COMMISSION  ON  THE  INCOME  TAX. 

Appendix  No.  3. 

Handed  in  by  Mr.  Hopkins. 

Board  op  Inland  Revenue, 

Somerset  House. 

STATISTICS  RELATING  TO  INCOME  TAX  AND  SUPER-TAX. 


Introductory  Note. 


The  accompanying  statements  contain  in  tabular 
form  certain  statistical  information  relating  to  In- 
come Tax  and  Super-tax  which  may  be  required  in 
the  course  of  the  inquiry  by  the  Royal  Commission. 

Table  I gives  particulars  of  the  yield,  &c.,  of  the 
Income  Tax  from  its  first  imposition  (in  1798)  to  the 
present  time.  Corresponding  information  as  regards 
buper-tax  is  given  in  Table  IX. 

Table  II  shows  the  various  rates  of  Income  Tax 
chargeable  for  1907-8  and  subsequent  years.  The 
for  years  prior  to  1907-8  are  given  in 
Table  I,  Column  6. 

fT?Ple  J11  cont.ains  particulars  for  a series  of  years 
or  tiie  gross  income  brought  under  review  ” for 
Income  Tax  purposes,  and  the  “ income  on  which  tax 
was  received,”  together  with  details  showing  how  the 
net  income  is  derived  from  the  gross.  The  difference 
Detween  gross  income  brought  under  review”  and 
income  on  which  tax  was  received  ” is  made  up  of 
tnree  classes  of  allowances,  viz.: 

(i)  Exemptions — for  small  incomes,  charities, 
and  residents  abroad  (in  respect  of  foreign 
and  colonial  dividends  paid  through  an 
agent  in  the  United  Kingdom). 

(ii)  Deductions  for  repairs,  empty  property, 
wear  and  tear  of  machinery,  overcharges  in 
the  original  assessments,  &c. — that  is, 
broadly,  allowances  necessary  (in  addition 
to  Exemptions  under  (i) ) to  reduce  the 
gross  income  to  a figure  which  may.  properly 
be.  described  as  “taxable  income”  (see 
Table  III,  Column  11). 

(iii)  Personal  reliefs  not  in  the  nature  of  ex- 
penses, &c.,  that  is,  allowances  for  abate- 
ments, Life  Insurance  premiums,  wife 
children,  &c. 

T “ tasaWe  income  ” shown  in  Column  11  of 
lable  111  represents  the  aggregate  income  of  the 
taxpaying  community  of  the  United  Kingdom  as 
computed  for  Income  Tax  purposes. 

tt  Table  IV  gives  particulars  of  the  division  of  the 
gross  income  brought  under  review.”  (see  Table 
III>  Column  2)  amongst  the  five  Schedules  under 
which  income  is  classified  for  Income  Tax  purposes, 
Table  V gives  a similar  classification  of  “ taxable 
income  ” (Table  III,  Column  11),  Table  VI  contains 
like  information  as  regards  “ income  on  which  Income 
Tax  was  received  ” (Table  III,  Column  16),  while 
Table  VII  deals  with  the  “ net  produce  ” of  the 
Income  Tax  (Table  I,  Column  5,  and  Table  III 
Column  17)  under  each  Schedule. 

Table  VIII  contains  particulars  of  numbers  and 
amounts  of  repayments  of  Income  Tax,  showing  the 
principal  heads  under  which  such  repayments  fall. 

Table  IX  gives  particulars  of  the  yield,  &c.,  of  the 
Super-tax  from  its  first  imposition  in  1909-10  to  the 
present  time,  and  corresponds  with  Table  I which 
relates  only  to  the  ordinary  Income  Tax. 

Table  X contains  a classification  of  Super-tax 
payers  and  their  incomes. 


TABLE  I. 

Explanatory  Notes. 

By  “Exchequer  Receipt  ” is  meant  the  amount  of 
Tax  which  is  paid  over  to  the  Exchequer  within  the 
Financial  year  ended  31st  March. 


By  “Net  Receipt  ” is  meant  the  amount  of  tax 
actually  collected  by  the  Department  within  the  year 
(no  matter  for  what  year  the  tax  may  have  been 
assessed)  less  the  amount  of  tax  refunded,  &c.,  within 
the  year. 

By  “ Net  Produce  ” is  meant  the  estimated  yield 
of  the  tax  “ assessed  in*  any  particular  year  ” irres- 
pective of  the  date  of  actual  collection.  It  furnishes 
the  means  of  ascertaining  what  each  Id.  of  the  tax 
imposed  produces. 

Between  the  figures  of  Exchequer  Receipt,  Net 
Receipt,  and  Net  Produce  for  any  given  year  there 
must  of  necessity  be  very  considerable  divergence. 
Money  collected  on  account  of  Income  Tax,  especially 
that  collected  in  the  provinces,  occupies  a certain 
time  in  the  several  stages  of  remittance  through 
which  it  must  pass  before  it  reaches  the  account  of 
the  Board  of  Inland  Revenue  at  the  Bank  of 
England,  and  for  this  reason  much  of  the  collection 
during  the  last  fortnight  of  the  financial  year, 
although  forming  part  of  the  Net  Receipt  of  that 
year,  is  not  paid  into  the  Exchequer  until  after  31st 
March,  and  therefore  does  not  figure  in  the  Ex- 
chequer Receipt  until  the  following  financial  year. 
As  the  sums  in  course  of  remittance  towards  the  end 
of  the  year  vary  greatly  according  to  the  circum- 
stances of  the  year,  there  must  always  be  a diver- 
gence more  or  less  considerable  between  the  Exchequer 
Receipt  and  the  Net  Receipt  of  the  year. 

The  divergence  between  the  Net  Produce  for  the 
year  and  the  figures  of  Exchequer  Receipt  and  Net 
Receipt  respectively  in  the  same  period  is  apt  to  be 
even  wider,  for  the  tax  proper  to  the  year  of  assess- 
ment and  collected  within  any  Financial  year  repre- 
sents only  a part  of  the  tax  collectible  for  that  year. 
This  is  due  to  several  causes,  viz. : 

(a)  from  and  including  1915-16  a considerable 

proportion  of  the  tax  has  been  collected  in 
two  instalments,  the  second  of  which  is  not 
payable  until  after  the  close  of  the  Finan- 
cial year; 

(b)  certain  assessments  are  not  made  until  after 

the  close  of  the  year  to  which  they  relate — 
see  latter  part  of  Note*  below; 

(c)  arrears  in  course  of  collection; 

(d)  payment  is  frequently  deferred  in  cases  where 

appeals  are  awaiting  decisions,  either  of 
the  Commissioners  of  Taxes  or  of  the  High 
Court  of  Justice;  and 

(e)  the  Income  Tax  year  (6th  April  to  5th  April) 

does  not  exactly  coincide  with  the  Finan- 
cial year  (1st  April  to  31st  March),  and 
consequently  the  tax  on  certain  Dividends 
and  Coupons  in  respect  of  Government  and 
other  Securities  falling  due  between  31st 
March  and  6th  April,  cannot  be  included 
in  the  figures  for  the  Financial  year, 
although  the  duty  is  deducted  at  the  rate 
in  force  for  that  year. 


. *„F0m£ears-P,r50r  t0  1907"08  for  “ assessed  in  ” read  “ imposed 
for.  I he  yield  of  the  tax  ‘‘imposed  for”  any  year  could  be 
ascertained,  down  to  1906-7  inclusive,  shortly  after  the  close  of 
the  year.  For  1907-8  and  subsequent  years  the  time-limit  for 
making  assessments  was  extended  to  three  years  after  the  close 
of  the  year  to  which  such  assessments  relate,  and  it  consequently 
ceased  to  be  possible  to  ascertain  the  yield  of  the  tax  “ imposed 
for  any  year  until  three  years  after  its  close.  In  these  circum- 
stances it  became  necessary,  in  dealing  with  “ net  produce,”  to 
substitute  for  the  tax  “ imposed  for  ” a year  the  tax  “ assessed 
in  the  year,  without  regard  to  the  years'  to  which  such  assess- 
ments relate.  , 
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INCOME  TAX. 

Table  I. — Exchequer  Receipt,  Net  Receipt  and  Net  Produce  of  the  Income  Tax  in 
force  in  the  Periods  1798-99  to  1801-02  and  1803-04  to  1815-10. 


[For  Explanatory  Notes,  see  page  12.] 

GREAT  BRITAIN. 


Estimated 

Estimated 
Net  Produce. 

Year. 

Exchequer 

Receipt. 

Net  Receipt. 

in  force 
for  the  Year. 

of  each  Penny 
of  the 

Rate  of  Tax. 

Cl) 

(3) 

(4) 

(5) 

(6) 

(7) 

£ 

£ 

d. 

£ 

Year  to  10th 
October,  1798, 
£872,000 

*872,000 

Ye 

ar  ended  5th  Apr 

il. 

1798-99  ... 

1,856,000 

24 

77,000 

Year  to  10  th 

■ 

October.  1799, 
£3,757,000 

*3,757,000 

237,000 

1799-1800... 

5,694,000 

24 

Quarter  to  5th 
January,  1800, 
£1,226,000 

*1,226,000 

Year  ended 

5th  January. 

1800-01  ... 

£ 

5,062,000 

4,888,216 

5,880,000 

24 

245,000 

1801-02  ... 

5,804,516 

5,946,591 

5,301,000 

24 

221,000 

1802-03  ... 

3,327,436 

3,233,567 

No 

Income  Tax  in  fo 

rce. 

1803-04  ... 

384,614 

360,277 

4,862,000 

12 

405,000 

1804-05  ... 

3,687,531 

3,662,531 

3,872,000 

12 

323,000 

1805-06  ... 

4,592,314 

4,545,845 

5,046,000 

15 

336,000 

1806-07  ... 

6,159,087 

6.162,088 

11,982,000 

24 

499,000 

1807-08  ... 

10,155,042 

10,155,042 

11,213,000 

24 

467,000 

1808-09  ... 

11,403,301 

11,413,294 

12,696,000 

24 

529,000 

1809-10  ... 

12,410,385 

12,410,293 

12,839,000 

24 

535,000 

1810-11  ... 

13,492,338 

13.497,846 

13,613,000 

24 

567,000 

1811-12  ... 

13,210,928 

13,225,143 

13,618,000 

24 

567,000 

1812-13  ... 

13,065,196 

13,065,195 

14,585,000 

24 

608,000 

1813-14  ... 

14,273,587 

14,273,587 

14,875,000  . 

24 

620,000 

1814-15  ... 

14,515,219 

14,515,218 

. 14,302,000 

24 

596,000 

1815-16  ... 

14,617,969 

14,617,964 

14,733,000 

24 

614,000 

1816  17  ... 

11,797,378 

14,689,710 

No 

Income  Tax  in  fo 

rce. 

1817-18  ... 

2,311,531 

Apparently  included 

„ 

above  in  1816-17. 

1818-19  ... 

580,771 

» 

1819-20  ... 

171,188 

» 

1820-21  ... 

... 

46,178 

» 

1821-22  ... 

... 

44,377 

1822-23  ... 

Not  distinguished. 

» 

Income  Tax  not 

revived  until  1842-43. 

* Taken  as  equal  to  the  Exchequer  Receipt.  There  is  some  obscurity  in  the  statistics  of  the  period. 
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INCOME  TAX. 


Table  I.— Budget  Estimate,  Exchequer  Receipt,  Net  Receipt,  Net  Produce  and  other 
of  the  Income  Tax  for  the  period  1842-43  to  1918-19. 


particulars 


Rate  of 

Net  Pro- 

Principal  changes  in  the 

Year, 

Budget 

Estimate. 

Exchequer 

Receipt. 

Net 

Receipt. 

Net 

Produce. 

in  force 
for  the 

duce  of 
eachPennj 
of  the  Rat 

Area  for  Taxation 

Law  (other  than  varia- 
tions in  the  Rate  of  Tax 
&c.)  tending  to  affect 

the  Exchequer 
imposing  or 

0) 

(2) 

(3) 

year. 

of  Tax. 

Tax." 

(101 

(4) 

(5) 

(6) 

P) 

(8) 

O) 

Great 

£ 

£ 

£ 

£ 

d. 

£ 

tain. 

Year 

nded  5th  Ja 

nuary. 

Year  ended 
5th  April. 

1842-43 

3,700,000 

580,886 

582,038 

5,405,161 

7 

772,166 

— 

Right  Hon.  Henry 
Goulburn. 

Do. 

1843-44 

5,100,000 

5,340,992 

5,387,455 

5,260,194 

7 

751,456 

, 

1844-45 

5,100,000 

5,345,582 

5,329,601 

5,245,573 

7 

749,368 

— 

Do. 

1845-46 

5,200,000 

5,190,998 

5,182,649 

5,496,092 

7 

785,156 

— 

Do. 

1846-47 

5,100,000 

5,543,057 

5,543,682 

5,589,775 

7 

798,539 



Right  Hon.  Sir 

Charles  Wood 

1847-4S 

5,300,000 

5,604,407 

5,612,654 

5,567,866 

7 

795,409 

Incomes  of  150Z. 

— 

Do. 

1848-49 

5,200,000 

5,496,195 

5,485,164 

5,535,248 

7 

790,750 

a year  and 
upwards. 

— 

Do. 

1849-50 

5,275,000 

5,558,919 

5,564,833 

5,474,926 

7 

782,132 

— 

Do. 

1850-51 

5,410,000 

5,524,228 

5,510,860 

5,509,910 

7 

787,130 

— 

Do. 

1851-52 

5,380,000 

5,439,644 

5,440,350 

5,595,303 

7 

799,329 

Farmers  may  appeal 

Do. 

on  basi*  of  actual 
profit. 

1852-53 

5,187,000 

5,654,678 

5,652,770 

5,670,030 

7 

810,004 

1 



Right  Hon.  Ben 

jamin  Disraeli. 

United 

comes 

comes 

and 

snd 

DOM. 

£150. 

wards 

i r 

fTax  extended  to  Ire- 
| land.  Friendly  So- 

Right  Hon.  W.  E. 
Gladstone. 

d. 

5 

d. 

7 

1853-54 

5,550,000 

*5,731,777 

5,730,458 

6,898,678 

1,006,200 

1 cieties  exempt  under 
] D.  Relief  in  respect 

j of  Life  Insurance 

Incomes  of  100L 

Premiums. 

a year  and  up- 

wards. 

1854-55 

13,032,000 

10,642,621 

10,922,267 

13,697,114 

10 

1 2 

999,500 

Incomes  of  100L 
and  under 

— 

Do. 

1855-56 

13,535,000 

15,070,958 

15,159,458 

15,726,677 

Hi 

1 4 

1,002,600 

150Z.  were 

charged  at  the 
lower  rate 

— 

Right  Hon.  Sir 
George  C.  Lewis, 
Bart. 

Do. 

1856-57 

16,355,000 

16,089,933 

16,050,671 

16,047,647 

iii 

1 4 

1,023,800 

shown  in  Col. 
6,  and  those 
of  150Z.  a year 
and  upwards 

— 

1857-58 

11,450,000 

11,586,115 

11,396,434 

7,479,564 

5 

7 

1,091,000 

— 

Do. 

1858- 59 

1859- 60 

6,100,000 

9,940,000 

6,683,587 

9,596,106 

6,610,102 

9,666,141 

5,476,105 

9,934,147 

5 

6i 

5 

9 

1,095,221 

1,120,000 

were  charged 
at  the  higher 
rate. 

• 

Right  Hon.  Ben- 
jamin Disraeli. 
Right  Hon.  W.  E. 

1860-61 

10,872,000 

10,923,816 

10,957,060 

11,069,386 

7 

10 

1,123,700 

— 

Do. 

1861-62 

10,350,000 

10,365,000 

10,471,207 

10,458,153 

6 

9 

1,162,250 

— 

Do. 

1862-63 

10,100,000 

10,567,000 

10,482,588 

10,731,673 

6 

9 

> 

1,194,000 

— 

Do. 

1863-64 

'8,600,000 

9,084,000 

9,101,994 

8,532,049 

1,218,864 

r 



Do. 

1864-65 

7,800,000 

7,958,000 

7,985,773 

7,876,356 

1,312,726 

— 

Do. 

1865-66 

6,150,000 

6,390,000 

6,321,692 

5,521,450 

1,380,362 

1 

— 

Do. 

1866-67 

5.700.000 

6.840.000 

5,700,000 

5,637,294 

5,663.238 

1,415,809 

a year  and  up- 

— 

Do. 

1867-68 

6,177,000 

6,184,166 

7,139,973 

1,427,994 

abatement  of 

— 

Right  Hon.  Ben- 

8,700,000 

8,618,000 

60Z.  on  in- 

1868-69 

8,623,507 

8,619,288 

1,439,548 

comes  of  100Z. 

— 

Right  Hon.  G. 

9,360,000 

10,044,000 

and  less  than 

1869-70 

10,108,588 

7,382,056 

1,476,411 

2001. 

— 

Right  Hon.  Robert 

1870-71 

6,350,000 

6,350,000 

6,290,611 

6,368,125 

1,592,031 

— 

Do. 

1871-72 

3,820,000 

9,084,000 

9,328,102 

9,925,664 

1,654,277 

— 

Do. 

The  Exchequer  Receipt  for  the  Quarter  ended  5th  April,  1854,  was  £2,731,299. 


APPENDIX  3. 


15 


INCOME  TAX. 

Table  I.— Budget  Estimate,  Exchequer  Receipt,  Net  Receipt,  Net  Produce  and  other  particulars 
of  the  Income  Tax  for  the  period  1842-43  to  1918-19 — continued. 


Rate  of 

Net  Pro- 

Principal  changes  in  the 

Chancellor  of 

Budget 

Exchequer 

Net 

Net 

Tax 

Law  (other  than  varia- 

the  Exchequer 

Year. 

tions  in  the  Rate  of  Tax, 

imposing  or 

for  the 

if  the  Rate 

&c.)  tending  to  affect 

continuing  the 

year. 

of  Tax. 

the  Produce  of  the  Tax. 

Tax. 

a) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

£ 

£ . 

£ 

£ 

d. 

£ 

1872-73 

6,940,000 

7,500,000 

7,403,737 

6,964,353 

4 

1,741,088 

Incomes  of  100Z. 

— 

Right  Hon.  Robert 

1873-74 

5,575,000 

5,691,000 

5,641,791 

5,563,934 

3 

1,854,644 

a year  and  up- 

— 

Do. 

an  abatement 

1874-75 

3,960,000 

4,306,000 

4,315,132 

3,890,520 

2 

1,945,260 

of  80Z.  on  in- 
comes of  100Z. 

— 

Right  Hon.  Sir 

and  less  than 
300Z. 

Northcote,  Bart. 

1875-76 

3,900,000 

4,109,000 

4,041,892 

3,956,169 

2 

1,978,084 

— 

Do. 

1876-77 

5,268,000 

5,280,000 

5,284,091 

5,714,309 

3 

1,904,770 

— 

Do. 

1877-78 

5,540,000 

5,820,000 

5,841,265 

5,727,017 

3 

1,909,005 

— 

Do. 

1878-79 

8,570,000 

8,710,000 

8,865,491 

9,395,365 

’5 

1,879,073 

Allowance  for  Wear  and 

Do. 

Tear  of  Machinery  etc. 

Do. 

1879-80 

9,250,000 

9,230,000 

9,194,606 

9,233,322 

5 

1,846,664 

— 

1880-81 

10,425,000 

10,650,000 

10,776,013 

11,199,816 

6 

1,866,636 

— 

Right  Hon.  W.  E. 

Gladstone. 

1881-82 

9,540,000 

9,945,000 

10,004,904 

9,578,414 

5 

1,915,683 

— 

Do. 

1882-83 

11,662,000 

11,900,000 

12,166,477 

12,758,661 

6i 

1,962,871 

— 

Do. 

1883-84 

10,265,000 

10,718,000 

10,695,046 

10,083,927 

5 

2,016,785 

Incomes  of  150Z. 

— 

Right  Hon.  H.  C. 

a year  and  up- 

Childers. 

1884-85 

11,250,000 

12,000,000 

11,922,770 

12,013,332 

6 

2,002,222 

wards,  with 
an  abatement 

Do. 

Right  Hon.  Sir 

1885-86 

15,400,000 

15,160,000 

15,247,312 

15,843,065 

8 

1,980,395 

- of  120Z.  on  in- 
comes of  150Z. 
and  less  than 

Michael  Hicks- 
Beach,  Bart. 
Right  Hon.Sir  W il- 

1886-87 

15,900,000 

16,111,174 

15,723,555 

8 

1,965,440 

400Z. 

— 

liam  V.  Harcourt. 

1887-88 

14,340,000 

14,440,000 

14,275,502 

13,948,844 

7 

1,992,690 

— 

Right  Hon.  G.  J. 

Goschen. 

1888-89 

12,250,000 

12,700,000 

12,475,369 

12,273,521 

6 

2,045,587 

— 

Do. 

1889-90 

12,550,000 

12,770,000 

12,783,901 

12,849,349 

6 

2,141,558 

— 

Do. 

1890-91 

13,200,000 

13,250,000 

13,143,932 

13,295,136 

6 

2,215,856 

— 

Do. 

1891-92 

13,750,000 

13,810,000 

13,853,016 

13,428,780 

6 

2,238,130 

— 

Do. 

1892-93 

13,400,000 

13,470,000 

13,439,576 

13,439,135 

6 

2,239,856 

— 

Do. 

1893-94 

15,150,000 

15,200,000 

15,342,363 

15,337,000 

7 

2,191,000 



Right  Hon.Sir  Wil- 

~)  Incomes  ex- 

liam  V.  Harcourt. 

ceeding  160Z.  a 
year,  abate- 

1894-95 

15,530,000 

15,600,000 

15,649,362 

15,856,000 

8 

1,982,000 

ments  being 

Allowance  under  Sch.  A. 

Do. 

allowed  as  fol- 

for  repairs.  Reduction 

fows  : — 

of  rate  under  Sch.  B. 

1895-96 

15,530,000 

16,100,000 

15,982,844 

16,265,296 

8 

2,033,162 

160Z.  on  in- 

New  mode  of  charge 

Do. 

comes  ex- 

under  Sch.  B.  (one- 

ceeding  160Z. 

third  of  annual  value). 

Right  Hon.  Sir 

1896-97 

16,200,000 

16,650,000 

16,901,341 

16,788,821 

8 

2,098,602 

but  not  ex- 

ceeding  400Z., 

Michael  Hicks- 

and  100Z.  on 

Beach,  Bart. 

1897-98 

16,900.000 

17,250,000 

17,171,377 

17,507,040 

8 

2,188,380 

incomes  ex- 
ceeding 400Z. 
but  not  ex- 
ceeding 500Z. 
Incomes  ex- 

Do. 

ceeding  160Z.  a 
year,  atiate- 

ments  being 
allowed  as  fol- 

Do. 

1898-99 

17,700,000 

18,000.000 

18,042,311 

18,274,315 

8 

9 9R4  9 S') 

lows 

— 

160Z.  on  in- 

comes  ex- 

ceeding  160Z. 
but  not  ex- 

ceeding  400Z., 
150Z.  on  in- 

Do- 

1899- 

18,300,000 

18,750,000 

18,867,336 

18,828,958 

8 

2,353,619 

comes  ex- 

— 

1900 

ceeding  400Z. 

ceeding  500Z., 
120Z.  on  in- 

comes  ex- 

d. 

ceeding  500Z. 

Do. 

1900-01 

25,800,000 

26,920,000 

27,561,160 

29,705,312 

1 0 

2,475,442 

but  not  ex- 

— 

ceeding  600Z., 
and70Z.onin- 

comes  ex- 
ceeding 600Z. 
but  not  ex- 
ceeding 700Z. 
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INCOME  TAX. 

Table  I— Budget  Estimate,  Exchequer  Receipt,  Net  Receipt,  Net  Produce  and  other  particulars  of 
the  Income  Tax  for  the  period  184a-13  to  1918-19 —continued. 


Year. 

(1) 

Budget 

Estimate. 

(2) 

Excheque 

Receipt. 

(3) 

Net 

Receipt. 

w 

Net 

Produce. 

(5) 

Rate  of 
Tax 

in  force 
for  the 
year. 
(6) 

Net  Pro- 
duce of 
eachPenny 
of  the 
Tax. 

(7) 

1901-02 

£ 

33,800,000 

£ 

34,800,000 

£ 

35,378,700 

£ 

35,440,470 

1 2 

£ 

2,531,462 

1902- 03 

1903- 04 

38.600.000 

30.500.000 

38.800.000 

30.800.000 

38,659,846 

30,500,450 

38,037,931 

28,188,067 

1 3 
0 11 

2,535,862 

2,562,551 

1904-05 

30,000,000 

31,250,000 

31,263,654 

30,966,404 

1 0 

2,580,533 

1905- 06 

1906- 07 

31,000,000 

31,500,000 

31.350.000 

31.600.000 

31,294,752 

31,891,949 

31,601,237 

32,002,412 

1 0 
1 0 

2,633,436 

2,666,867 

1907-08 

30,500,000 

32,380,000 

31,860,380 

32,380,000 

1 0+ 

2,698,000 

1908-09 

33,000,000 

33,930,000 

33,708,541 

33,408,754 

1 0t 

2,784,063 

1909-10§ 

36,600,000 

13,295,000 

• 

12,752,098 

37,679,902 

1 2t 

2,691,422 

1910- 11§ 

1911- 12 

1912- 13 

1913- 14 

58.250.000 

41.300.000 

40.600.000 

42.700.000 

59.056.000 

41.804.000 

41.206.000 

43.929.000 

60,505,094 

41,315,655 

41,112,686 

43,901,763 

38,344,767 

39,631,630 

41,574,277 

43,523,345 

1 2f 
1 2f 
1 2f 
1 2f 

2,738,912 

2,830,830 

2,969,591 

3,108,810 

1914-15 

53,021,000 

59,279,000 

59,423,831 

63,392,288 

1 8f 

3,169,614 

1 

1915-16 

99,824,000 

ri, 555, 000 

12,372,936 

18,765,226 

3 Of 

3,299,034 

1916-17 

78,000,000 

85,930,000 

86,538,039 

01,636,704 

5 Of 

3,360,612 

1917-18 

05,000,000 

16,252,000 

14,856,990 

Estimate 

24,000,000 

5 Ot 

Estimate 

3,733,000 

1918-19 

55,750,000 

55,591,000 

Approxi- 

mate 

57,500,000 

Estimate 

96,000,000 

6 Of 

Estimate 

4,111,000 

Area  for  Taxation. 


Principal  changes  in  the 
Law  (other  than  varia- 
tions in  the  Rate  of  Tax 
&c.)  tending  to  affect  the 
Produce  of  the  Tax. 

I (9) 


Incomes  ex- 
ceeding 160/.  a 
year,  abate- 
ments being 
allowed  as  fol- 
lows : — 

160/.  on  in- 
comes ex- 
ceeding 160/. 
but  not  ex- 
ceeding 400/., 
150/.  on  in- 
comes ex- 
ceeding 400/. 
but  not  ex- 
ceeding 500 /., 
120/.  on  in- 
comes ex- 
ceeding 500/. 
but  not  ex- 
ceeding 600/., 
and  70/.  on 
incomes  ex- 
ceeding 600/. 
but  not  ex- 
ceeding 700/. 


1 20/.  on  in- 
comes  ex- 
ceeding 130/. 
but  not  ex- 
ceeding 400/., 
100/.  on  in- 
comes ex- 
ceeding 400/. 
but  not  ex- 
ceeding 600/., 
and  70/.  on 
incomes  ex- 
ceeding 600/. 
but  not  ex- 
ceeding 700/. 


Earned  Income  charged 
at  9 d.  where  total  in- 
come did  not  exceed 
2,000/.  Extension  of 
time  for  making  assess- 
ments, &c. 


Earned  Income  charged 
at  Is.  where  total  in- 
come exceeded  2,000/. 
but  did  not  exceed 
3,000/.  Relief  for  chil- 
dren (£  10).  Allowance 
for  maintenance  of  pro- 
perty. Changes  as  to 
Friendly  Societies  and 
as  to  Non-residents. 


For  graduated  rates,  see 
Table  II.  Taxation  of 
Income  from  Foreign 
property  extended. 
Children  relief  raised 
10/.  to  20/.  Allowance 
for  maintenance  of 
property  extended. 
Relief  for  diminished 
income  due  to  War. 
For  graduated  rates  see 
Table  II.  Changes  as 
to  assessment  of  Insur- 
ance Cos.,  &c.  Limit- 
ation of  relief  for  In- 
surance premiums. 
Repayment  on  Interest 
paid  to  Banks.  Sch.  B 
charged  on  full  Annual 
Value.  Children  al- 
lowance raised  to  25/. 
Quarterly  assessments 
on  weekly  wage- 
earners  (for  1916-17). 
Interest  on  Banks’  sub- 
scriptions to  War  Loan 
treated  specially.  Liab- 
ility of  Non-residents 
trading  through  agents 
defined.  Payment  by 
two  instalments  in  cer- 
tain cases.  Reduced 
rates  for  Soldiers, 
Sailors,  &c. 

For  graduated  rates  see 
Table  II.  Children 
allowance  extended 
(500/.  to  700/.).  In- 
surance Premiums — 
relief  limited.  War  In- 
surance Premiums  — 
relief  extended.  Colo- 
nial Income  Tax  relief 
introduced. 

Relief  for  adopted  children 

f For  graduated  rates  see 
j Table  II.  . Children 
| relief  extended  beyond 
! 700/.  Wife  allowance, 
j Sch.  A collected  in  two 
instalments.  Sch.  B 
j charged  on  twice  the 
| annual  value. 


Chancellor  of 
the  Exchequer 
imposing  or 
continuing  the 
Tax. 

(10) 


Right  Hon.  Sir 
Michael  Hicks- 
Beach,  Bart. 

Do. 

Right  Hon.  C.  T. 
Ritchie. 

Right  Hon.  J.  Aus- 
ten Chamberlain. 
Do. 

Right  Hon.  H.  H. 
Asquith. 

Do. 


Right  Hon.  D. 
Lloyd  George. 


Do. 

Do. 

Do. 

Do. 


Do. 

Right  Hon.  R„ 
McKenna. 


Right  Hon.  A,. 
Bonar  Law. 


tiie  V1  Pa3smf?  tlie  Finance  Bill  for  the  year  1909-10,  the  figures  of  Income  Tax  assessments  (except  those  under  Schedule  C) 
and  of  Net  Produce  of  the  tax  are  somewhat  lower  for  1909-10,  and  somewhat  higher  for  1910-11,  than  they  would  have  been  in  normal  circum- 
stances. The  disturbance  m the  case  of  the  Net  Receipt  and  Payments  into  the  Exchequer  for  both  years  and  in  the  case  of  the  Budget  Estimate 
for  1910-11  is  very  marked  owing  to  the  great  delay  in  the  collection  of  the  tax  for  1909-10. 
t Standard  rate.  For  graduated  rates,  &o.,  see  Table  II. 
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INCOME  TAX. 

Table  II.— Showing  the  Rates  of  Income  Tax,  1907-8  to  1918-19.  [The  rates  in  force 
for  years  prior  to  1907-8  are  set  out  in  column  (6)  of  Table  I.  Except  during  the 
years  1853-4  to  1862-3  (both  inclusive)  there  was  no  graduation  of  the  tax 
other  than  that  effected  by  the  abatements  (Table  I,  col.  8)]. 


Reductions  in  Rate. 


Year. 

Standard 

Rate. 

Limit  of  Total 
Income. 

Earned 
Income  Rate. 

Unearned 
Income  Rate. 

Pay  of  Navy, 
Army,  Air 
Force,  &c. 
Rate. 

s.  d. 

£ 

s. 

d. 

s.  d. 

s.  d. 

1907-8  & 1908-9  ... 

1 0 

2,000 

9 

— 

— 

1909-10  to  1913-14... 

1 2 

2,000 

9 

— 

— 

3,000 

1 

0 

— 

- 

1914-15  

1 8 

300 

1 

0* 

— * 

— 

500 

1 

0* 

— * 

— 

1,000 

1 

0 

— 

— 

1,500 

1 

2 

— 

— 

2,000 

1 

4 

— 

— 

2,500 

1 

64 

— 

1915-16  

3 0 

300 

1 

9* 

2 44 

9 

500 

1 

94 

2 94 

— 

1,000 

1 

94 

— 

— 

1,500 

2 

i* 

— 

— 

2,000 

2 

44 

— 

— 

2,500 

2 

9| 

— 

- 

1916-17  & 1917-18... 

5 0t 

300 

2 

31 

3 0) 

91 

500 

3 

3 0 | 

1 3 

1,000 

o 

6 

3 6 It 

1 9 

1,500 

3 

0 

'T 

4 0 | 

2 3 

•t 

2,000 

3 

8 

4 6 J 

2 9 

2,500 

4 

4 

— 

3 3 

Exceeding  £2,500 

3 6 

1918-19  

6 Of 

300 

2 

31 

3 0) 

9 

500 

3 

3 0 

1 3 

1,000 

3 

0 

3 9 

1 9 

1,500 

3 

9 

4 6 | 

2 3 

It 

2.000 

4 

6 

5 3 j 

2 9 

2,500 

5 

3 

— 

3 3 

Exceeding  £2,500 

3 6 

* For  the  year  1914-15  incomes  not  exceeding  £500  were  taxable  ac  the  following  reduced  rates  : 


s.  d. 
1 4 
1 61 


Incomes  not  exceeding  £300  

„ exceeding  £300  and  not  exceeding  £500  

These  rates  were  applicable  to  (a)  unearned  income;  and  (&)  earned  income  where  owing  to  a claim  for  earned  income 
relief  not  having  been  made  within  the  prescribed  limits  of  time  (before  30th  September)  the  still  lower  rates  applicable  to 
earned  income  could  not  be  allowed. 

+ The  application  of  the  rate  of  tax  appropriate  to  any  given  income  is  subject  to  the  qualification  that  where  the 
income  is  slightly  in  excess  of  a limit  at  which  the  rate  of  tax  changes  or  an  abatement  is  reduced  or  ceases  to  apply  the 
total  tax  payable  is  non  to  exceed  the  amount  of  tax  on  an  income  which  reaches  but  does  not  exceed  this  limit  plus 
the  amount  by  which  the  income  exceeds  the  limit. 
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ROTAL  COMMISSION  ON  THE  INCOME  TAX. 


INCOME 

Table  III— Showing’  for  the  United  Kingdom,  the  Gross  Income  brought  under 
Deductions  therefrom,  the  Income  on  which  Tax  was  received,  the  Net 


Exemptions  in  respect  of — 

Allowances  from  Gross  Income. 

Year. 

Gross  Income 
brought 
under  the 
review  of 
the 

Department. 

Incomes 

not 

Exceeding 
£160  a 
Year 

(to  1914-15) 
or  £130 
(from 
1915-16).* 

Charities, 

Hospitals, 

Friendly 

Societies, 

&c. 

Foreign  or 
Colonial 
Dividends 
belonging 
to  Persons 
not  residenl 
in  the 
United 
Kingdom. 

Repairs — 
Lands  and 
Houses. 

Empty 

Property. 

Wear  and 
Tear  of 
Machinery 
or 

Plant. 

Other 

Allowances, 

Reductions, 

and 

Discharges. 

Total  of 
Columns 
3 to  9. 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

* 

1901-02 

866,993,453 

45,778,722 

7,801,857 

634,286 

34,260,568 

5,683,388 

11,500,079 

47,453,168 

153,112,068 

1902-03 

879,638,546 

48,436,324 

8,547,084 

520,320 

34,905,416 

5,908,726 

12,707,580 

49,103,920 

160,129,370 

1903-04 

902,758,585 

50,540,372 

10,045,512 

991,331 

36,917,355 

6,336,446 

12,789,498 

53,566,918 

171,187,432 

1904-05 

912,129,680 

50,496,914 

10,005,292 

699,720 

37,522,232 

6,826,551 

13,765,418 

54,927,350 

174,243,477 

1905-06 

925,184,556 

52,413,662 

10,532,691 

971,040 

38,173,967 

7.570,868 

14,974,744 

47,130,377 

171,767,349 

1906-07 

943,702,014 

54,520,281 

U, 105, 028 

1,159,340 

38,996,538 

7,729,821 

17,107,518 

49,323,004 

179,941,630 

1907-08 

980,117,000 

57,200,000 

11,578,787 

1,232,840 

39,522,000 

7,652,448 

20,000,000 

43,617,925 

180,804,000 

1908-09 

1,009,935,926 

58,411,689 

11,838,219 

1,544,740 

40,058,877 

8,106,915 

22,883,438 

43,034,407 

185,878,286 

1909-10  § ... 

1,011,100,345 

58,169,544 

12,212,215 

2,036,300 

40,497,623 

8,361,164 

23,832,741 

43,764,961 

188,874,548 

1910-11§  ... 

1,045,833,775 

58,119,462 

12,504,076 

2,071,500 

41,906,700 

7,985,381 

25,341,740 

59,595,561 

207,524,420 

1911-12 

1,070,142,343 

59,468,725 

13,602,707 

1,626,300 

42,405,290 

7,599,208 

26,414,376 

52,571,934 

203,688,540 

1912-13 

1,111,456,413 

60,381,678 

13,960,518 

1,691,500 

42,942,150 

6,877,891 

29,205,471 

49,245,392 

204,304,600 

1913-14 

1,167,184,229 

61,605,821 

14,858,572 

1,731,950 

43,359,697 

6,141,120 

34,870,052 

53,576,530 

216,143,742 

1914-15 

1,238,313,397 

62,372,178 

14,772,327 

1,884,800 

44,161,960 

5,517,614 

36,563,642 

87,884,275 

253,116,796 

1915-16 

1,322,684,843 

67,810,534 

16,131,630 

2,119,000 

44,450,924 

5,116,969 

36,633,004 

100,528,744 

272,790,805 

1916-17 

1,662,724,028 

66,147,193 

16,258,040 

2,072,050 

44,839,604 

5,077,976 

36,719,999 

119,157,384 

289,272,246 

1917-18 

Estimates. 

2,010,000,000 

70,000,000 

16,500,000 

2,000,000 

45,200,000 

4,000,000 

39,000,000 

129,300,000 

305,000,000 

1918-19 

Estimates. 

2,290,000,000 

80,000,000 

15,500,000 

2,000,000 

45,500,000 

3,000,000 

42,000,000 

132,000,000 

320,000,000 

* The  figures  in  this  column  represent  that  fraction  of  the  income  of  exempt  persons  which  for 

§ Owing  to  the  delay  in  passing  the  Finance  Bill  for  the  year  1909-10,  the  figures  of  Income  Tax  assessments  (except 
than  they  would  have  been  in  normal  circumstances.  The  disturbance  of  the  Net  Receipt  and  Payments  into  the  Exchequer 
collection  of  the  tax  for  1909-10. 
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TAX. 


the  review  of  the  Inland  Revenue  Department  for  Income  Tax  purposes,  the 
Produce  of  Income  Tax  and  the  average  effective  Rate  of  Tax  levied. 


Allowances  from  Taxable  Income. 

Average 
Effective 
Rate 
of  Tax 
Levied  on 
each  Pound 
of  Taxable 
Income 
Column  11). 

Taxable 
Income 
(Column  2 
less 

Column  10). 

Abatements. 

Life 

Insurance 

Premiums. 

Relief  in 
respect  of 
Children 
and,  for 
1918-19, 
Wife,  and 
Dependent 
Relatives. 

Total  of 
Columns  12, 
13,  and  14. 

Income 
on  which 
Tax  was 
received 
(Column  11 
less 

Column  15). 

Net 

Produce 

of 

Tax. 

Year. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

d. 

713,881,385 

99,403,245 

6,927,221 

- 

106,330,466 

607,550,919 

35,440,470- 

11*91 

1901-02 

719,509,176 

103,559,556 

7,342,717 

- 

110,902,273 

' 608,606,903 

38,037,931 

12-68 

1902-03 

731,571,153 

108,556,815 

8,001,965 

- 

116,558,780 

615,012,373 

28,188,067 

9-24 

1903-04 

737,886,203 

110,466,027 

8,092,079 

- 

118,558,106 

619,328,097 

30,966,404 

10-07 

1904-05 

753,417,207 

112,809,494 

8,582,967 

- 

121,392,461 

632,024,746 

31,601,237 

10-06 

1905-06 

763,760,484 

114,556,689 

9,155,557 

- 

123,712,246 

640,048,23S 

32,002,412 

10-05 

1906-07 

799,313,000 

118,100,000 

9,900,000 

. - 

128,000,000 

671,313,000 

32,380,000 

9-72 

1907-08 

824,057,641 

120,274,508 

10,460,051 

- 

130,734,559 

693,323,082 

33,408,754 

9*73 

1908-09 

822,225,797 

120,558,302 

10,899,853 

3,955,538 

135,413,693 

686,812,104 

37,679,902 

11-00 

1909-10§ 

838,309,355 

124,529,529 

11,655,511 

5,050,283 

141,235,323 

697.074,032 

38,344,767 

10-98 

1910-11§ 

866,453,803 

128,449,392 

11,882,213 

5,481,611 

145,813,216 

720,640,587 

39,631,630 

10-98 

1911-12 

907,151,813 

133,195,066 

12,518,938 

5,860,262 

151,574,266 

755,577,547 

41,574,277 

11-00 

1912-13 

951,040,487 

139,772,193 

13,304,633 

6,248,796 

159,325,622 

791,714,865 

43,523,345 

10-98 

1913-14 

985,196,601 

144,908,762 

13,734,524 

11,704,011 

170.347,297 

814,849,304 

63,392,288 

15-44 

1914-15 

1,049,894,038 

141,564,414 

14,647,077 

19,841,482 

176,052,973 

873,841,065 

118,765,226 

27-15 

1915-16 

1,373,451,782 

311,462,271 

17,430,934 

62,842,704 

391,735,909 

981,715,873 

201,636,704 

35-23 

1916-17 

1,705,000,000 

478,200,000 

20,600,000 

96,200,000 

595,000,000 

1,110,000,000 

224,000,000 

31-53 

1917-18 

Estimates. 

1,970,000,000 

521,000,000 

23,000,000 

108,000,000 

720,000,000 

1,250,000,000 

296,000,000 

36-06 

1918-19 

Estimates. 

Wife,  &c.\ 
68,000,000  / 

administrative  reasons  comes  within  the  purview  of  the  Inland  Revenue  Department. 


those  under  Schedule  C)  and  of  Net  Produce  of  the  tax  are  somewhat  lower 
for  both  years  and  of  the  Budget  Estimate  for  1910-11  (See  fable  I)  is 


for  1909-10,  and  somewhat  higher  for  1910-11, 
very  marked,  owing  to  the  great  delay  in  tho 
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INCOME  TAX. 


Table  IV.— Showing,  for  the  United  Kingdom,  in  Schedules,  the  Gross  Amount  of 
Income  brought  under  the  Review  of  the  Inland  Revenue  Department  for 
Income  Tax  purposes. 


Year. 

Profits  from 
the  Ownership 
of  Lands. 
Houses,  &c. 
Qi.e.,  Annual 
Value). 

Profits  from 
the  Occupation 
of  Lands,  &c. 

Profits  from 
British,  Indian 
Colonial,  and 
Foreign 
Government 
Securities. 

Profits  from  Businesses, 
Concerns,  Professions, 
Employments,  &c. 

Salaries  of 
Government, 
Corporation, 
and  Public 
Company 
Officials. 

Total. 

Schedule  A. 

Schedule  B. 

Schedule  C. 

Schedule  D. 

Schedule  E. 

£ 

£ 

\ Annual 
Value,  t 

£ 

£ 

£ 

£ 

1901-02 

238,231,937 

17,589,800 

44,288,647 

487,7 

31,644 

79,151,425 

866,993,453 

1902-03 

241,887,406 

17,541,703 

46,121,448 

491,646,201 

82,441,788 

879,638,546 

1903-04 

251,784,459 

17,544,450 

44,947,921 

502,402,516 

86,079,239 

902,758,585 

1904-05 

255,127,403 

17,479,547 

45,580,640 

504,567,799 

89,374,291 

912,129,680 

1905-06 

258,948,671 

17,460,062 

46,925,674 

508,664,345 

93,185,804 

925,184,556 

1906-07 

263,741,544 

17,436,832 

46,722,274 

518,669,823 

97,131,541 

943,702,014 

1907-08 

266.800,000 

17,380,178 

48,215,294 

543,7 

21,528 

104,000,000 

980,117,000 

1908-09 

269,888,774 

17,386,798 

47,470,976 

565,601,321 

109,588,057 

1,009,935,926 

1909-10*  ... 

272,146,541 

17,392,508 

49,127,227 

558,605,639 

113,828,430 

1,011,100,345 

1910-11*  ... 

275,822,913 

17,438,960 

49,562,418 

583,312,069 

119,697,415 

1,045,833,775 

1911-12’  ... 

277,330,332 

17,457,799 

49,508,187 

598,656,772 

127,189,253 

1,070,142,343 

1912-13 

279,536,396 

17,434,591 

50,288,570 

628,588,691 

135,608,165 

1,111,456,413 

1913-14 

282,262,109 

17,500,213 

51,168,329 

670,633,544 

145,620,034 

1,167,184,229 

1914-15 

285,030,302 

17,550,631 

53,990,329 

724,488,365 

157,253,770 

1,238,313,397 

Annual  Value.  + 

1915-16 

286,185,517 

51,490,000 

71,768,112 

732,348,140 

180,893,074 

1,322,684,843 

1916-17 

287,941,633 

51,480,000 

95,263,771 

792,705,973 

Weekly 

Wage-Earners. 

205,577,990 

229,754,661 

1,662,724,028 

1917-18 

Estimates. 

289,000,000 

51,500,000 

Annual  Value 
X 2.t 

77,000,000 

898,500,000 

410,000,000 

284,000,000 

2,010,000,000 

1918-19 

Estimates. 

290,000,000 

100,200,000 

80,000,000 

1,009,800,000 

485.1)00,000 

325,000,000 

2,290,000,000 

* See  Note  § on  page  18. 


General  basis  subject  to  certain  exceptions. 


APPENDIX  3, 


21 


INCOME  TAX. 

Table  V. — Showing’,  for  the  United.  Kingdom,  in  Schedules,  the  “TAXABLE 
INCOME”  for  Income  Tax  purposes. 

Note. — The  Taxable  Income  is  the  Gross  Income  brought  under  Review,  less  exemptions  and 
allowances  other  than  those  personal  to  the  Taxpayer  {vide  Table  III). 


Year. 

Profits 
from  the 
Ownership 
of  Lauds, 
Houses,  &c. 

*Profits 
from  the 
Occupation 
of  Lands, 
&c. 

Profits  from 
3ritish,  Indian, 
Colonial,  and 
Foreign 
Government 
Securities. 

Profits  from 
Businesses, 
Concerns, 
Professions, 
Employments, 
•See. 

Salaries  of 
Government, 
Corporation, 
and  Public 
Company 
Officials. 

Total. 

Schedule  A. 

Schedule  B. 

Schedule  C. 

Schedule  D. 

Schedule  E. 

£ 

£ 

£ 

£ 

£ 

£ 

1901-02 

160,639,380 

5,820,492 

42,504,633 

429,896,791 

75,020,089 

713,881,385 

1902-03 

161,498,838 

5,773,889 

44,245,222 

429,847,651 

78,143,576 

719,509,176 

1903-04 

166,287,512 

5,722,252 

42,408,206 

435.422.155 

81,731,028 

731,571,153 

1904-05 

167,788,269 

6,540,060 

43,396,110 

436,294,874 

84,866,890 

737,886,203 

1905-06 

168,124,977 

5,448,809 

44,454,834 

446,661.472 

88,727,115 

753,417,207 

1906-07 

169,790,411 

5,487,230 

44,018,334 

451,966,508 

92,498,001 

763,760,484 

1907-08 

170,385,973 

5,518  266 

45,418,034 

478,970,727 

99,020,000 

799,313,000 

'1908-09 

170,850,576 

5,477,440 

44,410,686 

498,944,709 

104,374,230 

824,057,641 

1909-10+  ... 

171,364,490 

5,440,009 

45,739,077 

491,392,777 

108,289,444 

822,225,797 

n9io-nt  ... 

173,318,219 

5,506,229 

46,080,998 

499,930,618 

113,473,291 

838,309,355 

1911-12 

173,274,163 

5,400,009 

46,204,831 

520,934,710 

120,640,090 

866,453,803 

(1912-13 

174,422,389 

5,366,026 

47,005,550 

551,868.204 

128,489,644 

907,151,813 

>1913-14 

175,661,668 

5,373,061 

47,775,979 

584,345,743 

137,884,036 

951,040,487 

1914-16 

176,953,872 

5,220,442 

49,894,289 

605,580,183 

147,547,815 

985,196,601 

:1915-16 

178,172,677 

28,917,919* 

62,423,612 

608,612,087 

171,767,743 

1,049,894,038 

.1916-17 

184,597,540 

28,603,341 

79,271,473 

661,139,711 

Weekly 

Waqe-Earners 

199,904,940 

219,934,777 

1,373,451,782 

1917-18 

Estimates. 

185,500,000 

28,600,000 

70,000,000 

750,900,000 

400,000,000 

270,000,000 

1,705,000,000 

1918-19 

Estimates. 

186,600,000 

69,200,000* 

72,000,000 

862,600,000 

469,600,000 

310,000,000 

1,970,000,000 

* The  general  basis  of  assessment  was,  for  the  years  1901-02  to  1914-15,  one-third  of  the  Annual  Value  ; for  the  years 
.1915-16  to  1917-18.  the  full  Annual  Value  ; and  for  the  year  1918-19,  twice  the  Annual  Value. 

t See  Note  § on  page  18. 
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INCOME  TAX. 

Table  VI.— Showing:  for  the  United  Kingdom,  in  Schedules,  the  Income  on  which 
Income  Tax  was  received. 


Note.  The  Income  shown  in  this  Table  is  the  Gross  Income  reviewed  by  the  Department,  less 
all  exemptions  and  allowances  of  whatever  kind  or  however  made.  ( Vide  Table  III). 


Year. 

Profits  from 
the 

Ownership 
of  Lands, 
Houses,  &c. 

Schedule  A. 

‘Profits 
from  the 
Occupation 
of  Lands, 
&c. 

Schedule  B. 

Profits  from 
British,  Indian 
Colonial,  and 
Foreign 
Government 
Securities. 

Schedule  C. 

Profits  from  Businesses, 
Concerns,  Professions, 
Employments,  &c. 

Schedule  D. 

Salaries  of 
Government, 
Corporation, 
and  Public 
Company 
Officials. 

Schedule  E. 

Total. 

£ 

£ 

£ 

fi 

£ 

£ 

1901-02 

152,178,033 

4,411,746 

40,768,889 

363,027,479 

47,164,772 

607,550,919 

1902-03 

152,282,299 

4,338,514 

42,310,728 

361,403,999 

48,271,363 

608,606,903 

1903-04 

156,197,274 

4,431,668 

40,286,157 

364,383,933 

49,713,341 

615,012,373 

1904-05 

157,696,080 

4,205,124 

41,357,050 

365,234,308 

50,835,535 

619,328,097 

1905-06 

157,525,804 

4,090,835 

42,316,844 

375,348,954 

52,742,309 

632,024,746. 

1906-07 

158,452,590 

4,111,585 

41,710,964 

381,036,647 

54,736,452 

640,048,238 

1907-08 

158,616,928 

4,025,870 

43,185,042 

'407,715,854 

57,769,306 

671,313,000 

1908-09 

159,078,188 

3,977,126 

42,193,486 

427,463,239 

60,611,043 

693,323,082 

1909-lOf  ... 

159,670,130 

3,882,600 

43,736,669 

418,742,046 

60,780,659 

686,812,104 

1910 — Ilf  ... 

160,662,267 

3,942,183 

43,814,398 

425,781,908 

62,873,276 

697,074,032 

1911-12 

160,228,544  - 

3,812  035 

43,912,643 

445,526,736 

67,160,629 

720,640,587 

1912-13 

161,100,205 

3,754,256 

44,718,928 

474,823,976 

71,180,182 

755,577,547 

1913-14 

161,811,525 

3,755,604 

45,409,456 

504,527,768 

76,210,512 

791,714,865 

1914-15 

162,762,255 

3,546,007 

47,369,539 

520,893,490 

80,278,013 

814,849,304 

1915-16 

165  138,176 

16,648,123* 

59,800,182 

533,01 

8,385 

Weekly 

Waqe- Earners. 

99,206,199 

873,841,065 

172,861,291 

16,389,872 

76,973,462 

569,201,764 

24,514,930 

121,774,554 

981,715,873 

1917-18 

Estimates. 

173,700,000 

16,400,000 

68,000,000 

640,200,000 

61,700,000 

150,000,000 

1,110,000,000 

1918-19 

Estimates. 

174,300,000 

42,600,000* 

70,000,000 

726,700,000 

66,400,000 

170,000,000 

1,250,000,000 

* The  general  basis  of  assessment  was,  for  the  years  1901-02  to  1914-15,  one-third  of  the  Annual  Value  ; for  the  years 
1915-16  to  1917-18,  the  full  Annual  Value;  and  for  the  year  1918—19,  twice  the  Annual  Value. 

+ See  Note  § on  page  18. 
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INCOME  TAX. 


Table  VII.— Showing,  for  the  United  Kingdom,  the  Net  Produce  of  the  Income  Tax  under  each 
Schedule— i.e.,  Net  Produce  of  each  year’s  Assessments,  no  matter  when  paid. 


Year. 

Profits  from 
the 

Ownership  of 
Lands, 
Houses,  &c. 

Profits  from 
the  Occupation 
of  Lands. 

Profits  from 
British,  Colonial, 
and  Foreign 
Government 
Securities. 

Profits 

from  Businesses, 
Concerns, 
Professions, 
Employments,  &c. 

Salaries  of 
Government, 
Corporation,  and 
Public  Company 
Officials. 

Total  Net 
Produce  of  the 
Tax. 

Schedule  A. 

Schedule  B. 

Schedule  C. 

Schedule  D. 

Schedule 

E. 

£ 

°/o 

£ 

o/o 

£ 

O/o 

£ 

% 

£ 

% 

£ 

% 

1901-02 

8,877,052 

25-1 

257,352 

0-7 

2,378,185 

6-7 

21,176,603 

59-7 

2,751,278 

7-8 

35,440,470 

100 

1902-03 

9,517,644 

25-0 

271,157 

0 7 

2,644,420 

7-0 

22,587,750 

59-4 

3,016,960 

7-9 

38,037,931 

100 

1903-04 

7,159,041 

25*4 

203,117 

0-7 

1,846,451 

6-6 

16,700,931 

59-2 

2,278,527 

8-1 

28,188,067 

100 

1904-05 

7,884,804 

25-4 

210,256 

0-7 

2,067,852 

6-7 

18,261,716 

59-0 

2,541,776 

8-2 

30,966,404 

100 

1905-06 

7,876,290 

24*9 

204,542 

0-7 

2,115,842 

6-7 

18,7 

67,448 

59-4 

2.637,115 

8-3 

31,601,237 

100 

1906-07 

7,922,629 

24-8 

205,580 

0-7 

2,085,548 

6-5 

19,051,833 

59-5 

2,736,822 

8-5 

32,002,412 

100 

1907-08 

7,909,277 

24-4 

185,383 

0-6 

2,158,655 

6-7 

19,7 

17,329 

60-9 

2,409,356 

7-4 

32,380,000 

100 

1908-09 

7,931,239 

23-7 

182,389 

0-6 

2,108,901 

6-3 

20,670,226 

61-9 

2,515,999 

7 6 

33,408,754 

100 

1909-lOt  ... 

9,264,314 

24-6 

198,551 

0-5 

2,532,134 

6-7 

23,058,995 

61-2 

2,625,908 

7-0 

37,679,902 

100 

1910-1  If  ... 

9,334,020 

24-3 

203,789 

0-5 

2,554,399 

6-7 

23,527,279 

61-4 

2,725,280 

7-1 

38,344,767 

100 

1911-12 

9,307,700 

23-5 

194,000 

0-5 

2,557,673 

6-5 

24,661,301 

62-2 

2,910,956 

7-3 

39,631,630 

100 

1912-13 

9,358,611 

22-5 

189,998 

0-5 

2,607,210 

6-3 

26,336,883 

63-3 

3,081,575 

7-4 

41,574,277 

100 

1913-14 

9,400,000 

21-6 

189,563 

0-4 

2,647,498 

6-1 

27,979,225 

64-3 

3,307,059 

7-6 

43,523,345 

100 

1914-16 

13,462,651 

21-2 

254,930 

0-4 

3,870,027 

6-1 

40,890,339 

64 ’5 

4,914,341 

7-8 

63,392,288 

100 

1915-16 

24,312,560 

20*5 

1,989,040* 

1*7 

8,700,305 

7-3 

73,321,861 

61-7 

10,441,460 

8-8 

118,765,226 

100 

Weekly 

Wage-Earners. 

£ 

o/o 

£ 

°/o 

1916-17 

38,986,873 

19-3 

2,850,121 

1-4 

17,938,345 

8-9 

120,953,222 

60-0 

2,782,577 

1-4 

18,125,566 

9-0 

201,636,704 

100 

1917-18 

Estimate 

38,800,000 

17-3 

2,900,000 

1-3 

15,700,000 

7-0 

137,600,000 

61-5 

7,000,000 

3-1 

22,000,000 

9-8 

224,000,000 

100 

1918-19 

Estiviate 

46,700,000 

15-8 

8,600,000* 

2-9 

19,000,000 

6-4 

184,500,000 

62-3 

7,700,000 

2-6 

29,500,000 

10-0 

296,000,000 

100 

■ The  general  basis  o<  assessment  was,  for  the  years  1901-02  to  1914-15,  one-third  of  the  Annual  Value  i for  the  years  1915-16  to  1917-U8,  the 
fall  Annual  Value ; and  for  the  year  1918-19,  twice  the  Annual  Value. 

t See  Note  § on  page  18. 
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INCOME  TAX  REPAYMENTS. 


Table  VIII.— Analysis  for  the  United  Kingdom  of  tlie  Repayments  of  Income  Tax. 
made  during*  tlie  period  from  1901-02  to  1918-19. 


Numbers  of  Repayments. 


Years. 

Exemptions 
in  respect 
of 

Small 

Incomes. 

Abatements. 

Life 

Insurance 

Premiums. 

Charities, 

Hospitals, 

Friendly 

Societies, 

&c. 

Foreign  or 
Colonial 
Dividends 
belonging  to 
Persons  not 
resident  in  the 
United 
Kingdom. 

Other  Heads 
(including 
graduated  relief 
in  respect 
of  unearned 
income). 

Total. 

1901-02 

1 

^ot  availabl 

e. 

358,287 

1902-03 

Not  available. 

406,801 

1903-04 

293,606 

92,519 

19,664 

10,196 

3,254 

16,977 

436,216 

1904^05 

303,394 

95,609 

20,170 

10,898 

4,320 

20,053 

454,444 

1905-06 

314,461 

100,620 

22,005 

11,427 

3,902 

21,114 

473'529 

1906-07 

324,542 

104,525 

22,768 

12,496 

4,703 

21,748 

490,782' 

1907-08 

345,773 

113,971 

25,326 

13,259 

7,197 

23,625 

529,151 

1908-09 

354,932 

116,814 

25.420 

13,913 

7,839 

24,212 

543,130 

1909-10 

369,857 

119,498 

22,923 

14,220 

7,052 

32,806 

1910-11 

375,508 

121,529 

21.856 

14,876 

11,652 

68,530 

613,951 

1911-12 

404,746 

129,491 

25,585 

15,579 

13,634 

644,101 

1912-13 

400,091 

130,837 

24,489 

16,434 

9,159 

54,036 

635,046 

1913-14 

406,839 

131,229 

24,697 

15,011 

9,533 

54,280 

641,583 

1914-15 

414,158 

134,522 

24,942 

14,943 

6,408 

63,835 

658,808 

1915-16 

462,085 

138,486 

25,005 

17,162 

5.718 

190,259 

838,715 

1916-17 

551,805 

195,921 

32,902 

21,253 

6,354 

283,681 

1,091,916 

1917-18 

570,037 

233,456 

37,929 

23,718 

7,565 

413,029 

1,285,734 

1918-19 

670,000 

275,000 

44,000 

25,000 

8,500 

477,500 

1,500,000 

Estimates. 

Amounts  Repaid. 


Years. 

Exemptions 
in  respect 
of 

Small 

Incomes. 

Abatements. 

Life 

Insurance 

Premiums. 

Charities, 

Hospitals, 

Friendly 

Societies, 

&c. 

Foreign  or 
Colonial 
Dividends 
belonging  to 
Persons  not 
resident  in  the 
United 
Kingdom. 

Other  Heads 
(including 
graduated  relief 
in  respect 
of  unearned 
income). 

Total. 

1901-02 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

586,382 

567.659 

74,744 

193,005 

35,746 

231,380 

1,688,916 

1902-03 

777,760 

778,731 

97,578 

238,987 

37,000 

479,657 

2,409,713 

1903-04  ... 

937,005 

931,703 

109,432 

292,694 

32,520 

564,734 

2,868,088 

1904-05 

806,381 

745,560 

100,606 

280,176 

45,436 

596,601 

2,574,760  ■ 

1905-06 

802,810 

783,129 

99,512 

293,925 

34,986 

691,641 

2,706,003  ■ 

1906-07 

845,927 

820,999 

103,964 

311,606 

48,552 

746,759 

2,877,807 

1907-08 

886,134 

885,670 

113,988 

332,217 

57,967 

522,313 

2,798,289 

1908-09 

899,342 

886,507 

107,865 

348,502 

61,642 

293,742 

2,597,600 

1909-10 

924,615 

877,785 

101,986 

352,210 

77,237 

343,683 

2,677,516' 

1910-11 

974,904 

907,782 

105,560 

423,278 

117,927 

421,176 

2,950*627 

1911-12 

1,087,388 

1,032,215 

129,501 

431,057 

120,733 

521,114 

3^322^008  • 

1912-13 

1,081,518 

1,043,688 

122,423 

484,774 

94,855 

571,998 

3,399,256 

1913-14 

1,075,422 

1.039,416 

128,767 

480,853 

98,673 

558,971 

3,382^102 

1914-15 

1,094,383 

1,072,069 

144,185 

516,934 

101,039 

622,385 

3,550,095 

1915-16 

1,490,106 

1,264,869 

179,678 

685,399 

155,438 

2,098,316 

51873,806 

1916-17 

2,470,360 

2,205,322 

343,189 

1,440,818 

317,445 

9,145,686 

15,922^820 

1917-18 

3,968,082 

2,901,527 

537,761 

2,192,541 

516,800 

13,753,581 

23,870,292 

1918-19 

4,600,000 

3,300,000 

630,000 

2,500.000 

600,000 

15,370,000 

■ 

27,000*000 

Estimates. 

Note. — Up  to  the  year  1915-16  inclusive  the  repayments  made  in  any  one  year  were  set  against 
the  assessments  of  the  preceding  year  in  estimating  the  Net  Produce  of  such  assessments.  Since 
1915-16  this  practice  has,  perforce,  been  somewhat  modified  owing  to  the  admission  of  interim  claims 
which  are  set  against  the  assessments  of  the  year  in  which  such  claims  are  made.  The  total  amount 
allowed  on  interim  claims  is,  however,  small  in  relation  to  the  total  of  all  repayments. 
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SUPER-TAX. 

Table  IX.— Budget  Estimate,  Exchequer  Receipt,  Net  Receipt,  Net  Produce,  and  other 
particulars  of  the  Super-tax  from  its  imposition  in  1909-10  till  1918-19. 

[For  Explanatory  Notes,  see  page  12.] 


Net 

Receipt. 

Net 

Produce. 

Area  for 
Taxation.f 

Chancellor 
of  the  Exchequer 

Year. 

Budget 

Estimate. 

Exchequer 

Receipt. 

Rates  of  Tax  in  force  for  the  Y ear. 

imposing  or 
continuing  the 

Tax. 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8)  , 

£ 

£ 

£ 

£ 

1909-10 

500,000 

_* 

_« 

2,620,000 

Right  Hon.  D. 

Lloyd  George. 

1910-11 

2,750,000 

2,890,000 

2,891,345 

2,670,000 

Do. 

Incomes 

On  the  first  3,OOOZ.  of  the  income,  Nil- 

Do. 

1911-12 

3,000,000 

3,000,000 

3,018,388 

2,825,000 

- exceeding  - 
6,000Z. 

„ remainder  „ 

„ 6 d.  in  the  £ 

Do. 

1912-13 

3,500,000 

3,600,000 

3,599,706 

2,995,000 

1913-14 

3,250,000 

3,320,000 

3,339,008 

3,240,000 

L 

s.  d. 

1 Do. 

on  2.500Z.  Nil. 

income  \ 

on  500Z.  0 6^  in  the  £ 

„ fourth  1,OOOZ. ... 

0 9i 

» 

„ fifth  1,000Z.  ... 

...  1 0 

„ 

l Incomes 

Do. 

1914— 15§ 

8,460,000 

10,120,000 

10,121,023 

11,270,000 

\ exceeding  - 
1 3.000Z.  j 

„ sixth  1,OOOZ.  ... 

1 2§ 

” 

„ seventh  1 ,0003. 

1 H 

” 

„ eighth  1,000Z.... 

1 8 

» 

l 

„ remainder  of  the  income  ...  1 9J 

» 

8.  d. 

on  2,500Z.  Nil. 

income  j 

on  500Z.  0 10  in 

the  £ 

„ fourth  1,000Z.  ... 

1 2 

» 

„ fifth  1,000Z.  ... 

1 6 

f Do. 

1915-16 

16,150,000 

16,765,000 

16,787,654 

18,450,000 

'l 

..  sixth  1,000Z.  ... 

1 10 

-|  Right  Hon.  R. 

Estimates. 

j Incomes 

1916-17 

17,000,000 

19,103,000 

19,140,411 

21,400,000 

exceeding 
| 3,000Z. 

,,  seventh  1,000Z.  ... 

Do. 

Right  Hon.  A. 
Bonar  Law. 

1917-18 

19,000,000 

23,257,000 

23,278,704 

24,500,000 

„ eighth  1,000Z.  ... 

2 6 

„ ninth  1,000Z.  ... 

2 10 

„ tenth  1,000Z. 

3 2 

» 

„ remainder  of  the  income  ...  3 6 

» 

j 

s.  d. 

on  first 

2.000Z....  Nil. 

On  the  first  3,000Z.  of  the 

on  next 

income 

500Z.  ...  1 0 in  the  £ 

on  next 

500Z.  ...  1 6 

„ fourth  1,000Z.... 

2 0 

1918-19 

34,700,000 

35,595,000 

35,560,000 

38,000,000 

Incomes 
exceeding  - 

„ fifth  1.000Z.  ... 

2 6 

Do. 

2.500Z. 

„ sixth  1,000Z.  ... 

3 0 

„ seventh  1,000Z. 

3 6 

1 

1 

„ eighth  1,000Z.... 

3 6 

ninth  1,000Z.  ... 

4 0 

„ tenth  1,000Z.  ... 

4 0 

„ remainder  of  the  income  ...  4 6 

» 

J 

* Owing  to  the  delay  in  passing  the  Finance  Bill  no  duty  was  received. 

tin  estimating  incomes  for  Super-tax  purposes  for  years  prior  to  1916-17,  Life  Insurance  premiums,  in  respect  of  which  relief  from 
Income  Tax  could  be  claimed,  were  deducted. 

§ The  amount  of  Super-tax  payable  at  the  rates  originally  fixed  by  Parliament  was  increased  by  one-third  by  the  Finance  Act,  1914 
(Session  2).  The  rates  shown  in  column  7 represent  those  ultimately  charged,  in  effect. 
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SUPER-TAX. 

Table  X.— Classification  of  Super-tax  payers  and  Incomes. 
(The  figures  are  partly  estimated.) 


Taxpayers. 


Year. 

Ex- 
ceeding 
£2,500 
and  not 
exceeding 
£3,000. 

Ex- 
ceeding 
£3,000 
and  not 
exceeding 
£5,000. 

Ex- 
ceeding 
£5,000 
and  not 
exceeding 
£10,000. 

Ex- 
ceeding 
£10,000 
and  not 
exceeding 
£15,000. 

Ex- 
ceeding 
£15,000 
and  not 
exceeding 
£20,000. 

Ex- 
ceeding 
£20,000 
and  not 
exceeding 
£25,000. 

Ex- 
ceeding 
£25,000 
and  not 
exceeding 
£30,000. 

Ex- 
ceeding 
£30,000 
and  not 
exceeding 
£40,000. 

Ex- 
ceeding 
£40,000 
and  not 
exceeding 
£50,000. 

Ex- 
ceeding 
£50,000 
and  not 
exceeding 
£75,000. 

Ex- 
ceeding 
£75,000 
and  not 
exceeding 
£100,000. 

Ex- 

ceeding 

£100,000. 

Total. 

1909-10... 

- 

— 

7,300 

1,948 

774 

437 

638 

126 

40 

65 

11,328 

1910-11... 

- 

- 

7,667 

1,975 

774 

416 

624 

130 

40 

72 

11,698 

1911-12... 

- 

- 

8,143 

2,090 

813 

442 

649 

137 

57 

68 

12,399 

1912-13... 

- 

- 

8,445 

2,210 

866 

479 

681 

140 

66 

78 

12,965 

1913-14... 

- 

- 

8,991 

2,416 

1,005 

514 

772 

163 

67 

80 

14,008 

1914-15... 

- 

15,524 

9,404 

2,561 

1,034 

537 

809 

183 

69 

90 

30,211 

1915-16... 

- 

15,140 

9,148 

2,327 

910 

47S 

705 

154 

56 

82 

29,000 

1916-17... 

- 

15,940 

10,350 

2,725 

1,135 

640 

344 

347 

178 

170 

73 

98 

32,000 

1917-18... 

- 

17,650 

11,480 

3,040 

1,265 

1715 

385 

390 

195 

190 

85 

105 

35,500 

1918-19... 

11,200 

18,290 

11,640 

3,080 

1,455 

790 

440 

435 

225 

221 

100 

124 

48,000 

Incomes. — (£000’s  omitted.) 


£ 

£ 

* 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

1909-10... 

- 

- 

50,017 

23,534 

13,450 

9,755 

21,627 

7,540 

3,357 

10,329 

139,609 

1910-11... 

- 

- 

52,373 

23,801 

13,298 

9,284 

21,364 

7,780 

3,435 

11,719 

143,054 

1911-12... 

- 

- 

55.049 

25,190 

13,987 

9,770 

22,244 

8,196 

5,008 

. 12,506 

151,950 

1912-13... 

- 

- 

57,208 

26,734 

14,940 

10,611 

23,200 

8,358 

5,752 

13,657 

160,469 

1913-14... 

- 

- 

61,400 

29,220 

17,300 

11,475 

26,443 

9,787 

5,893 

14,087 

175,605 

1914-15... 

- 

59,776 

63,9S6 

30,782 

17,825 

11,933 

27,586 

11,045 

6,988 

16,848 

244,769 

1915-16... 

- 

57,125 

62,351 

28,290 

15,705 

10,672 

23,960 

9,280 

4,861 

14,756 

227,000 

1916-17... 

- 

58,750 

70,680 

32,730 

19,590 

14,230 

9,320 

11,920 

7,730 

10,400 

6,260 

18,390 

260,000 

1917-18... 

- 

65,530 

78,860 

36,500 

21,850 

15,870 

10,390 

13,300 

8,620 

11,600 

6,980 

20,500 

290,000 

1918-19... 

30.000 

67,500 

79,500 

37.000 

25,000 

17.500 

12.000 

15,000 

10,000 

13,500 

8,500 

24,500 

340,000 

at  civ 

mini'.- 

"-'tvre 
livi -i 


Ikuv.' 

Qties 

urvej 
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Appendix  No.  4. 

Handed  in  by  Sir  Thomas  Collins. 


Board  of  Inland  Revenue, 

Somerset  House. 


Iriginal  con- 
eption  of 
be  tax. 


Ihanges  in 
onditions. 


ntercom- 
nunication 
between 
)i  visions. 


hanges  in 
uties  of 
urveyors. 


Memorandum  by  the  Chief  Inspector  to  the  Board 
of  Inland  Revenue  on  the  functions  of  Sur- 
veyors of  Taxes  in  connection  with  the 
administration  of  the  Income  Tax. 

1.  In  this  memorandum  the  duties  of  the  Surveyor 
of  Taxes  are  set  out — (a)  as  prescribed  by  Statute, 
and  ( b ) as  found  in  actual  operation  in  the  daily 
administration  of  the  Income  Tax  Acts. 

2.  Before  considering  these  duties  in  detail,  it  will 
be  well  to  recall  that  the  original  basis  of  Income  Tax 
administration  was  modelled  to  a certain  extent  on 
the  provisions  of  the  Land  Tax  Acts,  and  that  its 
main  conception  in  1806  as  well  as  -in  1842  was  that 
of  a temporary  impost  to  be  assessed  and  collected 
locally  with  the  minimum  of  interference  by  the 
Exchequer.  It  was  not  then  regarded  as  a permanent 
addition  to  the  fiscal  system  of  the  country,  and  in 
fact  the  temporary  nature  of  the  tax  continued  to  be 
insisted  on  until  near  the  close  of  the  nineteenth 
century. 

3.  Trade  and  industry  in  1842  were  in  a simple 
state,  and  business  was  then  largely  centred  in  the 
parish  or  locality.  Further,  the  rates  of  tax  in  early 
years  were  invariably  low. 

4.  To-day  the  problem  of  administration  is  more 
complicated  and  difficult. 

o.  The  difficulty  of  administration  has,  moreover, 
been  greatly  added  to  by  the  higher  rates  of  tax. 
Prior  to  1900  the  rate  had  not  for  thirty-eight  years 
exceeded  8d.  in  the  £,  and  although  it  rose  after  that 
date,  it  was  only  once  as  high  as  Is.  3d.  during  the 
next  thirteen  years;  but  from  1914  it  has  been  suc- 
cessively raised  to  Is.  8d.,  3s.,  >5s.,  and,  in  1918,  to 
6s.  in  the  £. 

6.  Another  factor  that  marks  the  changed  conditions 
is  the  general  acceptance  of  the  fact  that  Income  Tax 
has  now  become  a permanent,  and  indeed  the  most 
important,  part  of  the  fiscal  system  of  the  Kingdom. 

7.  These  various  changes  in  the  many  facts  and 
conditions  connected  with  the  tax  have  led  to 
numerous  additions  to  the  Statutes  relating  to  Income 
Tax,  so  that  the  Consolidating  Act  of  1918  not  only 
presents  a highly  complicated  mass  of  legislation,  but 
deals  with  numerous  matters  not  dealt  with  and  not 
even  contemplated  in  1842. 

8.  As  a result  the  tax  has  reached  such  a point  both 
in  importance  and  complexity  that  many  parts  of  the 
work  of  its  administration  can  now  be  carried  out 
only  by  highly  trained  officials  who  devote  their  whole 
time  and  energy  to  the  task.  Long  and  special  train- 
ing resulting  in  an  intimate  acquaintance  with  the 
law  and  practice  relating  to  the  tax  is  essential  to 
the  efficient  performance  of  many  of  the  daily  opera- 
tions connected  with  the  work  of  assessment. 

9.  It  is  worthy  of  remark  also  that  the  scheme  of 
administration  laid  down  in  'the  Acts  makes  no  ade- 
quate provision  for  intercommunication  between  the 
various  bodies  of  Commissioners.  So  long  as  income 
arising  in  one  Division  was  assessable  regardless  of 
what  income  the  owner  might  derive  from  other 
sources  (which  was  broadly  the  position  obtaining  in 
1842),  each  Division  might  be  administered  as  a self- 
oontained  unit,  but  when  the  thx  due  from  an  in- 
dividual could  be  computed  only  when  his  total  income 
from  all  sources  was  known  (which  has  become  the 
oase  increasingly  since  1907),  close  and  frequent  inter- 
communication between  different  Divisions  became 
necessary,  and  the  Surveyors  of  Taxes  were  the  only 
officials  whose  position  and  organisation  enabled  them 
to  satisfy  this  requirement. 

10.  Modern  circumstances  have  therefore  necessi- 
tated a great  expansion  in  the  duties  of  the  Surveyors 


of  Taxes.  The  complexity  of  the  tax  has  rendered 
it  imperative  that  the  bulk  of  the  administrative  work 
should  be  performed  by  officials  specially  trained  for 
the  task ; and  the  adoption  of  a graduated  tax  has 
rendered  it  equally  necessary  that  the  officials  adminis- 
tering the  tax  in  one  area  should  have  ready  access 
to  all  the  information  acquired  by  other  officials  in 
every  part  of  the  Kingdom. 

11.  In  law  the  part  assigned  to  the  Surveyor  of 
Taxes  is  primarily  to  safeguard  the  interests  of  the 
Revenue,  with  definite  rights  of  intervention  and 
objection.  In  practice,  as  the  following  statement 
shows,  he  carries  out,  with  the  full  concurrence  of  the 
various  bodies  of  Commissioners,  numerous  and  most 
important  duties  that  are  vitally  essential  to  the 
smooth  everyday  working  efficiency  of  the  machinery 
of-  Income  Tax  administration. 

12.  These  duties  are  connected  so  intimately  and  at 
so  many  points  with  the  work  either  carried  out  or 
assigned  by  law  to  the  other  officials  concerned  in  the 
administration  of  the  Income  Tax  Acts  that  in  stating 
them  it  will  be  necessary,  if  the  work  of  the  Surveyor 
is  to  be  adequately  and  clearly  stated,  to  pass  in 
review  nearly  the  whole  procedure  of  Income  Tax 
administration. 

13.  The  classification  of  all  income  chargeable  to 
tax  under  five  main  classes,  known  as  Schedules  A,  B, 
C,  D and  E,  has  already  been  explained  dn  the  state- 
ments submitted  by  Mr.  Hopkins. 

14.  For  the  purpose  of  ithe  present  memorandum 
a further  classification  may  be  made,  viz.,  of  the 
sources  of  income  that  are  assessable  by  the  respective 
bodies  of  Income  Tax  Commissioners.  This  classifica- 
tion runs  as  follows  : — 

A.  Assessments  made  by  Local  Commissioners  ( either 

General  or  Additional  Commissioners)  under 
Schedules  A,  B,  D,  and  E. 

B.  Assessments  made  by  Special  Commissioners, 

viz. : — 

(a)  all  assessments  under  Schedules  A,  B,  D and 

E in  Ireland  that  fall  to  be  made  in  Great 
Britain  by  General  or  Additional  Com- 
missioners ; 

(b)  assessments  under  Schedule  D or  under 

Number  III  of  Schedule  A on  persons  who 
elect  to  be  charged  by  the  Special  Com- 
missioners ; 

(c)  assessments  on  the  profits  and  gains  of  all  rail- 

ways in  the  United  Kingdom ; 

( d ) assessments  on  the  profits  of  colonial  and 

foreign  Life  Assurance  companies  from 
trading  in  the  United  Kingdom ; 

(e)  assessments  on  salaries  and  remuneration  of 

all  officials  of  such  railway  companies ; 

(/)  assessments  on  foreign  and  colonial  dividends 
paid  through  agents  in  the  United  King- 
dom ; 

( g ) all  Assessments  to-  Super-tax. 

O.  Assessments  made  by  Commissioners  for  Public 
Offices,  etc. 

(а)  On  all  salaries,  etc.,  paid  by  Public  Depart- 

ments, Courts,  the  Houses  of  Parliament, 
etc. ; 

(б)  on  all  interest,  etc.,  paid  out  of  public  re- 

venue by  any  public  department; 

(c)  on  all  salaries,  etc.,  assessed  by  officers  of 
corporations  (the  legal  provisions  for  this 
are  seldom  used,  and  assessments  are 
usually  made  by  the  General  Commis- 
sioners). 
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D.  Assessments  made  by  Bank  of  England,  Bank  of 

Ireland,  and  National  Debt  Commissioners. 

Sec  68.  Assessments  on  interest,  annuities,  sal- 

aries, etc.,  paid  by  these  bodies  and  the 
assessment'  of  the  profits  and  gains  of  the 
Bank  of  England  and  the  Bank  of  Ireland. 

To  the  above  may  be  added:  — 

E.  Assessments  made  by  Surveyors  of  Taxes. 

Sec.  131.  All  assessments  on  manual  weekly  wage- 

. earners. 

15.  The  method  of  assessment  and  collection  of  the 
tax,  and  the  part  taken  by  the  Surveyor  of  Taxes  in 
its  administration,  are  set  out  in  the  succeeding  para- 
graphs. For  this  purpose  it  is  desirable  to  consider 
the  assessment  of  income  chargeable  under  each 
Schedule  separately,  including  the  procedure  of 
appeals.  The  work  of  collection  will  be  considered 
without  regard  to  the  particular  Schedule  under 
which  the  tax  falls. 


ASSESSMENTS  UNDER  THE  JURISDICTION  OF 
THE  LOCAL  COMMISSIONERS. 
Assessment — Schedule  A. 

Years  of  new  assessments. 

Duties  of  16.  A re-valuation  of  all  lands,  buildings,  etc.,  in 

Assessors.  Great  Britain  is  made  under  normal  conditions  every 
fifth  year.  The  law  provides  for  the  work  of  issue  of 
returns  and  the  making  of  the  assessments  being  done 
by  the  Assessors.  The  Surveyor’s  legal  powers  are 
set  out  in  Enclosure  A to  this  Statement ; in  the  main 
they  consist  of  the  right  to  examine  the  returns,  to 
amend  the  assessments  made  by  the  Assessors,  and  to 
point  out  errors  to  the  General  Commissioners  for 
amendment  by  them. 

Surveyor  in  17.  The  rules  governing  assessments  under  Schedule 
practice  makes  A form  the  subject  of  a considerable  body  of  Statute 
assessments.  ancj  Qg^g  jaw  an(j  g^g  of^n  difficult  in  their  applica- 
tion to  individual  cases.  The  work  of  assessment  re- 
quires the  expert'  knowledge  of  a whole-time  official 
devoted  to  Income  Tax  administration,  and  in  practice 
it  is  necessary  for  the  Surveyor  in  a large  proportion 
of  the  cases  either  to  make  the  assessments  or  to  revise 
the  entries  made  by  the  Assessor. 

18.  The  Surveyor  serves  forms  of  return  on  occu- 
piers or  owners  who  have  ignored  those  served  by  the 
Assessor ; reconciles  discrepancies  between  the  returns 
of  occupiers  and  owners;  computes  the  liability  or 
revises  and  corrects  the  entries  of  the  Assessor ; sees 
that  every  property  is  properly  dealt  with;  investi- 
gates the  annual  value  of  such  special  properties  as 
tied  licensed  houses  let  at  nominal  rents ; and  compares 
the  new  assessments  with  those  for  the  preceding 
period. 

19.  He  deals  with  all  claims  for  abatement,  exemp- 
tion or  other  forms  of  relief  that  may  be  allowable 
from  the  Schedule  A assessments,  and  also  performs  a 
great  mass  of  work  that  is  not  assigned  to  him  by  the 
Act.  (The  work  in  connection  with  claims  for  relief 
in  general  is  dealt  with  in  paragraphs  92  to  99.) 

20.  The  Surveyor  also  calculates  and  inserts  the 
allowances  due  for  repairs,  with  their  differentiation 
as  regards  lands  and  houses  and  their  limitation  in 
the  case  of  repairing  leases. 

21.  The  total  number  of  assessments  in  the  last  year 
of  re-valuation,  1910-11,  was  10,139,000,  and  the 
General  Commissioners,  on  receiving  the  books  from 
the  Surveyors,  usually  signed  and  allowed  the  assessr 
ments  forthwith. 
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Sec.  77  (3). 


Metropolis 
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Years  other  than  re-assessment  years. 

22.  In  years  that  intervene  between  the  general  re- 
valuations, the  Finance  Acts  direct  annually  that  the 
value  assessed  for  the  previous  year  shall  be  adopted 
for  the  year  current.  (In  practice,  however,  reduc- 
tions are  made  by  the  Surveyor  on  proof  that  the 
annual  value  has  diminished.)  The  Surveyor  is  by 
Statute  the  Assessor  for  these  intervening  years,  and 
is  responsible  for  the  assessment  of  all  new  and  struc- 
turally altered  properties,  and  for  making  the  nu- 
merous adjustments  in  the  original  assessments 
rendered  necessary  by  the  constant  changes  in  owner- 
ship and  occupation. 

Metropolis. 

23.  In  regard  to  the  Metropolis  it'  is  provided  by 
the  Valuation  (Metropolis)  Act  that  the  gross  values 
of  land,  houses,  and  buildings  appearing  in  the  Valua- 


tion List  are  to  be  adopted  for  Income  Tax  purposes. 

A new  valuation  is  made  every  fifth  year,  and  the 
duty  of  preparing  the  Valuation  List  is  placed  upon 
the  Borough  Council,  acting  as  Overseers.  The  Crown 
is  represented  by  the  Surveyor  of  Taxes,  who  is  em- 
powered to  examine  all  returns  and  (if  necessary)  to 
object  to  the  valuations  made  by  the  Rating  Com- 
mittees of  the  Councils.  He  is  present  also  at  the 
hearing  of  appeals. 

Assessment — Schedule  B. 

24.  The  assessments  under  Schedule  B — on  the  Assessments 
profits  arising  from  the  occupation  of  land — are  based  (Boh. 

on  the  annual  values  ascertained  for  the  purpose  of 
Schedule  A.  The  assessable  profits  are  at  present 
assumed  by  the  Statute  to  be  twice  the  annual  value, 
or,  in  the  case  of  land  not  occupied  for  the  purposes 
of  husbandry  only,  or  not  mainly  for  those  purposes, 
an  amount  equal  to  the  annual  value.  For  the  year 
1918-19  the  estimated  number  of  assessments  under 
this  Schedule  was  650,000  in  Great  Britain,  and  in 
Ireland,  where  the  basis  of  assessment  is  slightly 
different,  110,000. 

25.  In  practice,  the  Surveyor  makes  all  the  assess-  Surveyor's 
ments.  Difficulties  of  identification  of  lands,  ascer-  con- 
tainment of  annual  values  when  owners  are  also 
occupiers,  inquiries  into  the  true  effect  of  lettings  of 
exceptional  character,  and  disputes  as  to  the  legal 
occupation  of  land,  all  fall  to  him  for  investigation 

and  settlement,  subject  to  appeal  to  the  General  Com- 
missioners, which,  in  fact,  happens  only  in  a trifling 
number  of  cases.  The  remarks  already  made  in  re- 
gard to  the  Surveyor’s  work  on  Schedule  A assess- 
ments generally  apply  to  Schedule  B assessments. 

Assessment — Schedule  D. 

26.  (Vide  paragraphs  35-63.) 

Assessment — Schedule  E. 

27.  The  incomes  charged  under  Schedule  E by  the  Scope  of 
General  Commissioners  arise  from  employments  under  Schedule, 
limited  liability  companies,  municipal  corporations, 

local  government  authorities  and  other  public  or 
statutory  bodies. 

28.  The  statutory,  duties  of  obtaining  returns  and  Duties  of 
making  assessments  under  this  Schedule  are  assigned  Assessors, 
to  the  Assessor,  the  Surveyor  having  in  law  only 

those  functions  that  are  set  out  in  Enclosure  A. 

They  consist,  as  in  the  case  of  Schedule  A,  in  the 
right  to  examine  the  returns  and  the  assessments 
made  by  the  Assessor  and  to  amend  them  or  to  point 
out  any  errors  to  the  General  Commissioners  for  their 
amendment. 

29.  In  practice  the  Assessor’s  duties  are  mainly  Surveyorjn 
confined  to  the  issue  and  gathering-in  of  the  forms  practice  mak 
of  return  and  the  drafting  of  the  book  of  assessment,  assessments 
Particulars  from  the  returns  are  entered  in  this  book 
by  the  Assessors,  and  it  becomes  necessary  for  the 
Surveyor  to  revise  and  complete  their  work. 

30.  Reminders  are  issued  by  the  Surveyor  for  de- 
layed returns;  discrepancies  between  the  amounts  of 
remuneration  returned  by  the  employer  and  employee 
are  inquired  into;  returns  of  fees,  etc.,  paid  to 
directors  and  other  officials  of  a company  are  com- 
pared with  the  amounts  debited  in  the  accounts  of  the 
concern ; adjustments  are  made  to  convert  remunera- 
tion paid  “ free  of  tax  ” from  the  net  amounts  actu- 
ally received  into  the  gross  amounts  assessable ; 
inquiries  are  instituted  by  him  as  to  the  dates  from 
which  increases  of  remuneration  take  effect,  in  order 
that  liability  unassessed'  for  a previous  year  may  be 
dealt  with;  and  every  amount  returned  whether  by 
employer  or  employee  is  scrutinized  and  the  entry  in 
the  assessment  book  amplified  or  corrected  where  neces- 
sary. 

31.  The  Surveyor,  inquires  also  into  the  basis  of 
returns  of  fluctuating  emoluments,  such  as  bonuses, 
commissions,  percentages  on  profits,  etc. ; sees  that 
the  employees  of  every  company,  etc.,  have  been  dealt 
with ; considers  whether  all  grades  of  persons  likely 
to  be  employed  by  particular  bodies  have  been  in- 
cluded in  the  employers’  returns;  deals  with  claims 
for  deduction  of  expenses  incurred  in  the  performance 
of  the  office  or  employment,  e.g.,  commercial 
travellers,  superintendents  of  insurance  agents,  etc., 
and  collates  and  uses  in  connection  with  particular 
assessments  a mass  of  information  which  flows  to  him 
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from  various  sources  as  to  miscellaneous  remuner- 
ation. 

32.  The  Surveyor  makes  use  of  the  information  thus 
acquired  when  entering  or  revising,  as  the  case  may 
be,  the  gross  amount  charged  on  each  person;  and 
he  then  proceeds  to  enter  in  the  books  of  assessment 
the  appropriate  abatements  and  reliefs  (for  Life 
Assurance,  ■wife,  children,  &c.). 

|inmiB-  33.  The  assessments,  in  practice  made  or  revised  by 

,n?vor°8ePt  the  Surveyor,  are,  with  trifling  exceptions,  accepted 

JJbb.01  by  the  General  Commissioners.  This  statement  is 

supported  by  the  following  figures  relating  to  782,276 
Schedule  E assessments  for  the  year  of  assessment 
1917-18.  The  Assessors  made  assessments  in  gross 
amounts  in  190,682  cases,  of  which  27,089  were 
amended  by  the  Surveyor.  Assessments  were  made 
by  the  Surveyor  in  591,594  other  cases.  The  number  of 
Surveyors’  assessments  amended  by  the  Commissioners 
was  22  only. 

34.  As  a specific  illustration  of  the  position  in 
regard  to  the  making  of  Schedule  E assessments  it 
may  be  stated  that,  in  the  course  of  the  debate  on  the 
report  stage  of  the  Finance  (No.  2)  Act  1915,  the 
Financial  Secretary  to  the  Treasury,  Mr.  Montagu, 
stated  that  out  of  84,000  assessments  under  this 
Schedule  in  the  City  of  London  for  the  year  1914-15 
the  Assessors  made  only  9,000  assessments  in  gross 
sums  (i.e.,  without  any  allowances  for  abatement,  &c.), 
whilst  the  remaining  75,000  assessments,  as  well  as 
the  revision  and  completion  of  the  9,000  entries  of 
the  Assessors,  were  made  by  the  Surveyors,  the  whole 
being  accepted  without  investigation  by  the  General 
Commissioners. 


Assessment — Scheutjle  D. 
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35.  Schedule  D is  the  most  productive  and  the  most 
important  of  the  Income  Tax  Schedules.  Under  it  is 
assessed  the  income  arising  from  the  commercial, 
financial,  industrial  and  professional  activities  of  the 
nation,  and  it  follows  that  the  subject  matter  to  be 
dealt  with  is  not  only  a most  varied  one,  but  also 
continually  presents  new  problems  in  assessment 
widely  different  from  those  existing  when  the  Income 
Tax  Acts  were  originally  framed. 

36.  It  is  of  the  highest  importance  that  assessments 
under  Schedule  D should  be  made  with  care  and 
accuracy.  The  income  falling  within  its  scope  is  so 
vast  that  the  Exchequer  may  suffer  serious  loss  if  its 
assessment  is  not  dealt  with  by  expert  officials.  On 
the  other  hand,  with  tax  at  the  present  high  rate, 
any  overcharge  on  the  taxpayer  is  an  unjust  addition 
to ' a burden  that  already  presses  heavily  on  him. 
Correct  assessments  serve  the  interest  of  taxpayers 
in  general  as  well  as  those  of  the  State. 

37.  The  statutory  procedure  for  dealing  with  the 
assessments  under  this  important  Schedule  is  as 
follows. 

38.  The  duties  of  an  Assessor  consist  mainly  in 
the  service  and  gathering-in  of  returns  from  persons 
liable.  He  also  prepares  a list  of  the  persons  on 
whom  he  has  served  forms,  and  where  no  return  has 
been  made  he  is  required  to  estimate  the  assessable 
profit. 

39.  The  statutory  functions  of  the  Surveyor  with 
regard  to  the  assistance  of  the  Assessor,  the  issue  of 
forms  and  the  right  to  examine  returns,  are  the  same 
as  under  the  other  Schedules. 

40.  For  the  purposes  of  Schedule  D,  he  has  also 
other  powers,  which  are  set  out  in  Enclosure  A. 

41.  Assessments  under  Schedule  D (except  where, 
under  the  Act,  or  on  an  election  by  the  taxpayer,  the 
case  falls  to  be  dealt  with  by  the  Special  Com- 
missioners, and  except  assessments  on  weekly  wage- 
earners)  'are  to  be  made  by  the  Additional  Com- 
missioners. For  the  guidance  of  these  Commisr 
sioners  the  taxpayer  is  legally  obliged  to  make 
only  a simple  return  of  the  nature  and  amount  of 
his  profits  chargeable  under  Schedule  D.  There  is  no 
provison  requiring  him  to  support  his  return  by  the 
production  to  the  Additional  Commissioners  of  any 
detailed  information ; on  the  other  hand,  the  Addi- 
tional Commisioners  are  not  bound  to  accept  the 
return  as  accurate.  They  may  accept  it  or  reject  it  : 
if  thev  reject  it,  they  may  make  an  assessment  in 


excess  of  the  sum  charged.  They  may,  however,  with- 
out making  any  charge,  refer  the  taxpayer’s  return  to 
the  General  Commissioners,  who  are  then  to  deter- 
mine the  assessment  in  the  same  manner  as  in  the 
case  of  an  appeal  against  an  assessment. 

42.  The  Surveyor  has  the  statutory  right  to  object 
to  a return,  and  the  Additional  Commissioners  are 
then  to  make  a charge  according  to  the  best  of  their 
judgment;  if  the  Surveyor  is  dissatisfied  with  their 
determination  as  not  being  in  accordance  with  the 
true  intent  of  the  Act,  he  may  require  a case  to  be 
stated  by  them  for  the  opinion  of  the  General  Com- 
missioners, in  accordance  with  whose  decision  the 
assessment  is  to  be  altered  or  confirmed.  He  may 
also  certify  to  the  Additional  Commissioners  parti- 
culars of  any  error  he  may  discover  in  an  assessment 
made  by  them  under  Schedule  D.  Finally,  he  may 
object  in  writing  to  the  amount  of  any  assessment 
which  the  Additional  Commissioners  have  made, 
whereupon  such  objection  is  to  be  certified  by  the 
Additional  Commissioners  to  the  General  Commis- 
sioners in  order  that  the  person  charged  may  appear 
before  the  latter  body  for  a hearing  of  the  matter  as 
on  an  appeal. 

43.  The  procedure  of  the  Act  under  Schedule  D, 
as  outlined  above,  has  proved  inadequate  for  dealing 
annually  with  a very  great  number  of  liabilities  of 
a varied  and  frequently  of  an  intricate  character. 
The  Commissioners,  who  are  unpaid  bodies  meeting 
only  at  intervals,  could  not  be  expected  to  acquire 
that  detailed  and  expert  knowledge  of  tax  law  and 
of  accountancy  which  is  necessary  for  the  proper 
investigation  of  the  amount  of  assessable  profits  made 
by  business  concerns ; and  it  is  obvious  that,  however 
well  they  may  be  equipped  with  the  necessary  qualifi- 
cations, the  limited  time  that  they  are  able  to  devote 
to  the  work  in  an  honorary  capacity  would  not  permit 
them  to  carry  out  detailed  investigations  of  accounts. 
Their  meetings,  moreover,  are  held  too  infrequently 
for  the  acquisition  of  familiarity  with  the  complica- 
tions of  tax  law ; and  they  accordingly  give  full 
weight  to  the  knowledge  of  accountancy  and  law 
possessed  by  the  Surveyor  of  Taxes  as  a consequence 
of  his  training  and  his  every-day  experience  and 
practice  in  Income  Tax  affairs. 

44.  It  has  therefore,  almost  of  necessity,  come  about 
that  the  work  of  determining  the  proper  liability  of 
the  various  taxpayers  under  Schedule  D is  now  to  a 
verv  great  extent  performed  by  the  Surveyor. 

45.  The  procedure  that  is  commonly  followed  in 
making  Schedule  D assessments  is  as  follows. 

46.  When  the  Assessor  has  completed  his  list  of 
persons  liable  to  be  charged  under  Schedule  D (as 
described  in  paragraph  38),  the  list,  together  with 
the  returns,  is  delivered  to  the  Commissioners  on  a 
day  appointed  by  them.  The  Clerk  to  Commissioners 
copies  into  the  assessment  book  the  names  appearing 
in  the  Assessor’s  List,  and  enters  against  each  name 
extracts  from  the  return.  He  then  forwards  to  the 
Surveyor  the  Assessor’s  list  of  names,  the  returns 
received  from  the  taxpayers,  and  the  assessment  book. 

47.  The  Surveyor  calls  for  returns  from  persons 
who  have  not  already  delivered  them  to  the  Assessor. 
He  enters  in  the  assessment  books,  and  calls  for 
returns  from  persons  notified  to  him  by  other  Sur- 
veyors as  having  removed  into  his  district.  He  com- 
pares the  entries  in  the  Assessor’s  statutory  list  of 
liable  persons  with  those  in  the  assessment  books; 
examines  the  returns  and  compares  the  particulars 
stated  in  them  with  the  entries  made  by  the  Clerk 
to  the  Commissioners  in  the  assessment  books. 

48.  He  inquires  into  the  basis  of  the  returns, 
corresponds  with  and  interviews  taxpayers,  endeavours 
to  arrive  at  the  true  amounts  of  liability,  and,  in  all 
important  cases,  to  agree  on  this  point  with  the 
persons  chargeable.  He  consults  from  time  to  time 
with  the  Assessors,  and  usually  in  the  last  stage  of  his 
preparation  of  the  books  of  assessment  obtains  their 
opinion  as  to  cases  where  their  knowledge  of  local 
circumstances  may  be  of  value. 

49.  Since  the  law  relating  to  Income  Tax,  and  to 
Schedule  D in  particular,  is  exceedingly  complex,  the 
accuracy  of  a taxpayer’s  return  under  this  Schedule 
is  dependent  not  only  upon  his  integrity,  but  also 
upon  his  ability  to  interpret  correctly  the  provisions 


Procedure  of 
assessment  in 
practice. 


The  taxpayer1 
difficulties  in 
rendering 
correct  returns 
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governing  the  calculation  of  taxable  profit,  and  in 
many  cases  also  upon  his  knowledge  of  decisions  in  the 
Courts. 

50.  Taxable  profit,  as  defined  by  the  Income  Tax 
Acts  and  Cases,  differs  from  commercial  profit,  and, 
although  the  taxpayer  might  regard  it  as  legitimate 
in  arriving  at  a return  to  make  deductions  in  respect 
of  wasting  assets,  losses  of  capital,  contingent  liabilities 
and  other  items'  that  are  commonly  provided  for  by  a 
prudent  business  man,  he  would  in  so  doing  be  depart- 
ing from  the  requirements  of  the  Acts.  A person  in 
business  is  often  unable  to  render  without  assistance 
a correct  return  of  profit  for  assessment  under  this 
Schedule ; and  even  where  accounts  in  support  are 
furnished  there  is  usually  matter  for  investigation 
and  adjustment  before  the  amount  of  legal  liability 
is  settled. 


Surveyor’s 
applications 
for  accounts. 


Supply  of 
accounts  by 
private 
traders— 


51.  In  order  that  mistakes  in  taxpayers’  returns 
under  this  Schedule  may  he  lessened  the  Surveyor 
endeavours  in  all  important  cases  to  obtain  from  year 
to  year  copies  of  balance  sheets  and  profit  and  loss 
accounts  for  each  of  the  years  of  the  average  on  which 
the  assessment  is  based. 

52.  The  Acts  at  present  afford  him  no  legal  power 
to  require  the  production  of  accounts  at  this  stage, 
and  the  taxpayer’s  compliance  can  result  only  from 
his  recognizing  that  the  object  in  view  is  the  promo- 
tion of  accuracy  in  assessment  and  that  the  request  is 
accordingly  a reasonable  one. 

53.  As  a result  of  such  applications  and  of  the 
greater  tendency  in  recent  years  to  supply  accounts, 
it  has  now  become  the  practice  in  some  81,500  cases 
(apart  from  limited  liability  companies)  for  the  tax- 
payer to  furnish  annually  a copy  of  his  accounts  to 
the  Surveyor.  There  are  also  numerous  other  cases 
where,  on  a request  from  the  Surveyor,  accounts  are 
furnished  from  time  to  time. 


And  by  limited 

liability 

companies. 


. . C°pies  of  the  accounts  of  all  working  limited 

liability  companies  are  furnished  annually  to  the 
Surveyor. 


Examination  o5-  From  the  accounts  thus  furnished,  supported 
S^evo?t8by  where  nec<^sai7  by  further  details  and  explanations, 
or  by  the  inspection  of  the  books,  the  Surveyor  com- 
putes the  taxable  profit.  This  work  can  be  effective 
only  when  undertaken  with  an  expert  knowledge  of 
Income  Tax  law  and  practice  combined,  and  with  a 
knowledge  of  the  principles  of  accountancy. 

56.  In  many  cases,  often  including  large  commer- 
cial concerns,  the  accounts  furnished  in  the  first 
instance  are  bald  summaries  revealing  only  a mini- 
mum of  information,  which  frequently  bears  but  a 
remote  relation  to  the  taxable  profit.  It  is  necessary 
m these  cases  to  obtain  the  detailed  accounts  that 
underlie  these  summaries,  and  to  ascertain  exactly 
how  such  important  matters  as  provision  for  secret 
reserves,  valuation  of  stock  and  debts,  depreciation 
of  assets,  capital  expenditure,  and  the  profits  of  sub- 
sidiary businesses  have  been  dealt  with. 


Difficult  questions  of  residence  arise  and  legal  puzzles 
on  domicile  have  to  be  solved. 

60.  Allied  to  these  questions  are  those  in  connection 
with  the  assessment  of  non-resident  persons  in  re- 
spect of  income  derived  from  trading  in  the  United 
Kingdom.  The  Surveyor  has  to  consider  whether 
trade  is  being  carried  on  “ within  ” or  merely 
“ with  ” this  country,  the  actual  and  legal  position 
of  the  resident  person  here  through  whom  the  trade 
is  carried  on,  and  his  connection  with  his  principal, 
and  finally,  the  basis  to  be  adopted  in  ascertaining 
the  liability.  The  trade  here  may  b6  only  a part  of 
the  total  operations  of  the  foreigner,  and  the  rate 
of  profits  attributed  to  the  business  done  in  this 
country  may  differ  from  that  for  the  whole  business. 

It  may  be  necessary  to  compare  and  reconcile  the 
branch  accounts  in  the  United  Kingdom  with  those 
kept  abroad  for  the  whole  concern,  if  the  latter 
are  obtainable.  The  Surveyor  must  be  the  active 
guardian  of  the  interests  of  the  Revenue  against 
the  foreign  trader  who  may  not  unnaturally  be 
anxious  to  reduce  to  a minimum  his  contribution 
to  British  taxation. 

61.  The  actual  work  of  the  Surveyor  in  connectior  Employmei 
with  employments  assessable  under  Schedule  D is 
somewhat  similar  to  that  described  under  Schedule  E 
(paragraphs  27  to  34). 

62.  Except  in  comparatively  few  Divisions,  and  Position  of  t 

those  generally  the  smaller  ones,  the  Additional  oommfssfo 
Commissioners  do  not  as  a rule  regard  it  as  necess-  °D 

aVy  to  consider  in  detail  each  case  in  the  books  of 
assessment.  Where  the  amount  of  the  liability  has 

been  agreed  between  the  taxpayer  and  the  Surveyor 
the  result  is  accepted  by  the  Commissioners,  who 
often  reserve  their  consideration  for  important  cases 
brought  to  their  notice  by  the  Surveyor  where  satis- 
factory information  has  not  been  supplied  to  him 
or  where  their  own  personal  knowledge  may  be  of 
special  service  in  estimating  liabilities. 

63.  This  summary  of  the  work  actually  done  by  the  Surveyors 
Surveyor  in  regard  to  assessments  under  Schedule  D functions- 
sufficiently  indicates  that  in  practice  his  functions 

under  modern  conditions  are  now  far  more  important 
than  those  laid  down  in  the  Income  Tax  Acts,  and 
that,  in  fact,  in  a very  largp  number  of  cases  he 
settles  to  the  satisfaction  of  the  Commissioners  the 
amounts  of  the  assessments  under  this  Schedule. 

Fraud  and  evasion. 

,,64;  discovery  of  cases  of  evasion  of  tax  is  of  Fraud  and 
tne  highest  importance  in  connection  with  the  re-  evasion, 
turns  of  business  profits  made  under  Schedule  D. 

It  may  be  shortly  stated  that  the  work  of  discovery 
as  well  as  all  the  consequent  inquiries  and  proceed- 
ings  leading  to  the  settlement  of  such  cases  are 
carried  out  by  the  Surveyor. 

Surcharges. 


57.  Difficult  and  intricate  questions  also  arise  in 
the  cases  of  such  businesses  as  Life  Assurance,  finance, 
and  investment.  The  computation  of  the  liability 
of  municipal  corporations  and  other  local  authorities 
may  also  be  mentioned  as  presenting  special  difficulty. 

58.  The  whole  of  this  important  work  of  inquiry 
and  investigation  is  performed  by  the  Surveyor  • 
and  where  accounts,  or  in  their  absence,  other 
adequate  information  has  been  furnished  to  him.  an 
agreement  between  him  and  the  taxpayer  is  generally 
reached.  Taxpayers  inevitably  look  to  the  Surveyor, 
and  agreement  with  him  as  ‘to  the  amount  of  ‘the 
Schedule  D liability  before  the  assessment  is  formally 
made  has  become  a recognized  and  prevalent  practice 
throughout  the  Kingdom. 


Income  arising 
abroad. 


59.  Mention  may  also  be  made  of  the  work  of  ti 
burveyor  m connection  with  liabilities  on  incor 
arising  abroad.  Income  arising  abroad  from  stoct 
shares,  securities  and  rents  is  taxable  whether  remits 
to  the  United  Kingdom  or  not.  Where,  howeve 
the  owner  of  the  income  is  not  domiciled  in  the  Unit. 
Kingdom  or  being  a British  subject  is  not  ordinari 
resident  here,  the  liability  is  restricted  to  incon 
actually  remitted.  The  liability  is  similarly  restrict, 
in  a!l  cases  of  income  arising  abroad  from  sourc 
other  than  stocks,  shares,  securities  and  rent 


65.  Where  the  Surveyor  discovers  that  a person  Surcharge* 
liable  to  tax  has  not  been  charged,  he  is  empowered  Sec.  126. 

to  make  an  assessment  known  as  a “ surcharge.” 

Appeals. 

66.  The  Statute  contemplates  all  appeals  against  Procedure 

assessments  (except  such  as  are  heard  by  the  Special  in  law. 
Commissioners)  being  heard  and  determined  by  the  Sec-137- 
General  Commissioners,  who  may  demand  all  such  lector 

particulars  as  they  may  require  for  the  determination 

of  the  appeals.  The  legal  powers  and  duties  of  the 
Surveyor  are  detailed  in  Enclosure  A. 

67.  The  number  of  cases  that  are  actually  brought  Procedure 
before  the  General  Commissioners  for  a hearing  is  ex-  in  practice- 
ceedingly  small,  the  greater  number  being  dealt  with 

by  the  Surveyor.  On  receipt  of  the  notice  of  appeal, 
he  obtains  the  necessary  evidence  in  its  support, 
e.ff.,  in  the  case  of  a business,  a copy  of  the  trader’s 
accounts.  The  evidence . produced  is  dealt  with  by 
the  Surveyor  iin  precisely  the  same  manner  as  he 
deals  with  accounts  and  other  information  obtained 
prior  to  the  making  of  the  assessments.  Correspon- 
dence and  interviews  take  place,  and  in  the  great 
majority  of  cases  the  Surveyor  comes  to  an  agree- 
ment  with  the  appellant  as  to  the  correct  amount  ectio 

ot  liability.  These  agreed  cases  are  submitted  .163. 

formally  to  the  Commissioners  for  their  approval.  In 
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practically  every  case  the  Commissioners  approve 
the  settlement  and  dispense  with  the  personal  attend- 
ance of  the  appellant  at  ap  appeal  meeting. 

68.  The  cases  that  actually  come  before  the  Com- 
missioners may  be  summarized  as:  — 

(a)  those  in  which  the  Surveyor  considers  that  the 
evidence  produced  to  him  is  insufficient; 
and 


(b)  those  in  which  there  is  difference  of  opinion, 
usually  on  a point  of  law,  in  relation  to 
some  expense  that  the  taxpayer  claims 
should  be  allowed. 


69.  The  following  figures  show  how  the  appeals  were  Statistics, 
dealt  with  in  the  above  respect  for  the  year  1917-18, 
in  certain  important  and  representative  Divisions 
throughout  Great  Britain:  — 


Year  1917-1918. 


Number  of  adjustments 

Number  of 

Number  of 

made  by  the  Surveyor  and 

a 

ppeais  heard 

accepted  by 

personally  by  the 

Commissioners  to 

their  title  to  re- 

Schedule  : — 

Schedule 

payment  of  sums 

previously 

agreed  with  the 

A. 

B. 

D. 

E. 

A. 

B. 

D. 

E. 

Surveyor. 

Division  1 

* 

9,769 

6,963 

# 

13 

s 

211 

2 

• 

1,763 

768 

* 

52 

1 

— 

„ 3 

* 

* 

2,057 

772 

* 

* 

81 

5 

— 

4 

# 

* 

2,198 

1,000 

74 

6 

— 

„ 5 

# 

* 

975 

317 

* 

54 

12 

— 

„ 6 

672 

— 

2,441 

2,166 

6 

— 

120 

1 

— 

„ 7 

1,158 

53 

708 

665 

2 

— 

53 

5 

— 

„ 8 

1,735 

68 

3,389 

2,773 

5 

1 

26 

5 

— 

9 

1,700 

62 

2,678 

728 

17 

— 

132 

6 

8 

10  

221 

14 

162 

268 

— 

— 

28 

— 

— 

„ 11  ...  

108 

— 

S42 

443 

1 

— 

/ 

— 

— 

„ 12  

702 

34 

1,016 

382 

1 

— 

101 

10 

— 

„ 13  

532 

16 

830 

639 

8 

— 

121 

8 

3 

„ 14  

253 

5 

706 

509 

3 

— 

46 

5 

— 

,,  15  

600 

3 

504 

410 

4 

— 

44 

4 

— 

.,  16  

168 

52 

35 

1 21 

— 

— 

6 

— 

— 

..  17  

172 

12 

453 

146 

— 

— 

— 

— 

— 

..  18  

279 

51 

111 

27 

1 

— 

3 

— 

— 

19  

207 

90 

197 

56 

1 

1 

9 

— 

— 

„ 20  

766 

94 

940 

739 

26 

— 

55 

1 

1 

„ 21  

91 

6 

1,528 

1,422 

1 

— 

45 

13 

— 

22  

101 

91 

1,361 

540 

1 

20 

4 

Totals  for  the  22  Divisions 

9,465 

651 

34,663 

21,754 

77 

2 

1,090 

94 

223 

Grand  Totals  

66,533 

1,263 

re 


lectors. 


re 

ice. 


icedure  of 

fiction. 
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* Division  either  wholly  or  partly  within  the  Metropolitan  Valuation  Area. 


Collection — Schedules  A,  B,  D,  and  E. 

70.  Collectors  of  Taxes  in  England  are  appointed 
by  the  General  Commissioners  or  (as  regards  a certain 
number)  by  the  Board  of  Inland  Revenue.  The  latter 
now  make  the  appointments  in  some  900  cases,  whilst 
the  General  Commissioners  appoint  about  3,600 
Collectors. 

71.  To-day  the  collection  in  almost  all  the  large 
provincial  centres  is  in  the  hands  of  Collectors 
appointed  by  the  Board  of  Inland  Revenue. 

72.  Collectors  in  Scotland  are  appointed  by  the 
Lords  Commissioners  of  the  Treasury ; those  in  Ireland 
are  selected  by  the  Board  of  Inland  Revenue  and 
receive  their  warrants  from  the  Special  Commis- 
sioners. 

73.  The  law  provides  that  the  books  of  assessment 
are  to  be  kept  for  the  use  of  the  Commissioners,  and 
that  two  duplicates  thereof  are  to  be  prepared  by 


the  Clerk  to  Commissioners,  one  of  which  is  to  be 
delivered  to  the  Surveyor  and  the  other  to  the 
Collector. 

74.  In  practice  only  one  duplicate  is  made  out.  It 
is  delivered,  together  with  the  assesment,  by  the  Clerk 
to  Commissioners  to  the  Surveyor,  who  checks  the 
carrying-out  and  computation  of  the  duties  in  the 
assessment  and  compares  the  duplicate  with  the 
assessment.  The  duplicate  is  issued  to  the  Collector, 
and  the  assessment  is  retained  permanently  by  the 
Surveyor  for  his  own  use.  The  Collector  then  issues 
his  demand  notes  for  payment  of  tax ; in  Scotland 
the  notices  of  assessment  sent  to  the  taxpayers  are  so 
devised  as  to  form  applications  for  payment  where 
no  appeal  is  made  against  the  assessment. 


75.  In  England  and  Wales,  the  Surveyor  has  no  p09ition 
statutory  functions  in  regard  to  the  work  of  collection,  Surveyor, 
except  that  he  may  report  to  the  General  Commis-  fee’  174' 
sioners  any  unsatisfactory  conduct  on  the  part  of  a 
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Removals. 
Sec.  108. 


Procedure  of 
accounting. 
Sec.  172  (1). 


Secs.  173, 174. 


Collector,  and  at  tlie  meeting  that  is  subsequently  to 
be  held  to  inquire  into  the  matter  may  attend  and 
assist  in  considering  what  measures  are  to  be  taken. 

76.  In  practice,  however,  the  supervision  and 
control  of  the  collection  usually  devolves  upon  the 
Surveyor.  He  furnishes  the  Collector  with  the  neces- 
sary demand  notes,  stationery,  and  instructions,  and 
watches  that  the  various  stages  of  collection  are 
reached  in  due  time.  He  requires  the  Collector  to 
be  called  before  the  Commissioners  only  in  instances 
of  definite  neglect  or  other  misconduct. 

77.  When  the  demand  notes  have  been  issued, 
numerous  inquiries  and  objections  from  the  tax- 
payers pour  in.  With  the  exception  of  requests  for 
allowances  of  tax  under  Schedule  A where  property 
has  been  unoccupied  (which  are  dealt  with  in  the  first 
instance  by  the  Collector)  all  these  communications 
reach  the  Surveyor,  either  directly  or  through  the 
Collector.  They  are  of  a varied  character,  some  relat- 
ing to  changes  due  to  deaths,  removals  and  cessations, 
others  to  points  of  objection  to  a charge  that  the 
taxpayer  has  neglected  to  raise  until  faced  with  an 
actual  demand  for  payment,  and  others  to  the  allow- 
ance of  the  various  reliefs  allowed  by  the  Acts.  The 
Surveyor’s  task  is  to  deal  with  all  the  questions  raised, 
to  conduct  a great  mass  of  correspondence  and 
numerous  interviews,  to  elicit  whatever  facts  and 
evidence  may  be  necessary  and  to  agree  with  the 
taxpayer  the  amounts  of  the  adjustments  due.  Any 
delay  in  dealing  with  the  objections  impedes  the  flow 
of  revenue  to  the  Exchequer. 

78.  The  amounts  agreed  between  the  taxpayer  and 
the  Surveyor  to  be  remitted  from  charge  are  notified 
to  the  Collector,  who  amends  his  demand  accordingly 
and  accepts  the  reduced  amounts  of  tax  without 
question. 

79.  The  Act  provides  that,  where  any  tax  is  left  in 
arrear  by  any  person  who  has  removed  to  or  happens 
to  be  in  any  parish  other  than  that  in  which  the 
charge  has  been  made,  the  General  Commissioners 
are  to  sign  and  transmit  through  the  Board  of  Inland 
Revenue  a certificate  of  the  amount  in  arrear  to  the 
Commissioners  for  the  Division  where  the  defaulter 
is,  in  order  that  they  may  cause  the  tax  to  be 
recovered. 

80.  In  practice  a preliminary  notification  iff  pre- 
pared by  the  Collector  and  transmitted  through  his 
Surveyor  to  the  Surveyor  for  the  District  where  the 
defaulter  is.  The  latter  forwards  the  notification 
to  the  proper  Collector,  who  applies  for  payment. 
Only  in  cases  where  it  is  anticipated  that  payment  of 
the  tax  will  have  to  be  enforced  by  way  of  distraint 
do  the  Commissioners  concerned  sign  a formal 
certificate. 

81.  Thousands  of  these  preliminary  notifications 
pass  through  Surveyors’  offices  each  year,  entailing 
upon  the  Surveyor  many  inquiries,  interviews  and 
adjustments. 

Accounting  procedure — Schedules  A,  B,  D,  and  E. 

82.  Under  their  statutory  powers  the  Board  of 
Inland  Revenue  prescribe  regulations  to  be  observed 
by  all  Collectors  as  regards  remittances  to  the 
Exchequer  and  the  manner  of  making  the  same. 

83.  These  regulations  provide  for  lodgments  of  tax 
collected  in  official  banking  accounts,  and  for  weekly 
notifications  by  the  Collector  to  the  Surveyor  of  par- 
ticulars of  the  amounts  so  lodged  with  the  Bank  on 
account  of  the  Revenue.  The  Surveyor  keeps  against 
the  Collector  for  each  parish  or  collecting  area  a 
ledger  account  showing  the  total  amount  the  Collector 
has  to  collect  and  the  amount  of  the  weekly  remit- 
tances. He  closely  watches  the  progress  of  the  collec- 
tion, and  in  almost  all  cases  he  gives  such  instructions 
and  advice  to  the  Collector  as  he  finds  necessary. 

84.  In  cases  of  necessity  he  exercises  the  powers 
given  to  him  by  law — detailed  in  Enclosure  A — under 
which  he  may  report  to  the  General  Commissioners 
any  unsatisfactory  conduct  or  neglect  on  the  part  of 
the  Collector,  and  may  reqirire  the  Commissioners  to 
examine  the  Collector  on  oath  as  to  the  state  of  his 
collection. 

85.  Isolated  cases  of  default  by  Collectors  occur 
from  time  to  time.  When  this  happens,  the  Surveyor 
carries  out  the  necessary  investigation,  ascertains 


what  sums  of  tax  are  collected  or  uncollected,  how  far 
the  sums  collected  have  been  accounted  for  by  the 
Collector,  and  unravels  the  tangle  in  the  accounts 
that  is  usual  on  such  occasions. 

86.  The  Board  of  Inland  Revenue,  also  under  their 
statutory  powers,  appoint  a day  on  or  before  which 
the  Collector  is  to  pay  over  and  account  for  the  tax 
given  him  in  charge  to  collect.  The  Surveyor  has 
powers — set  out  in  Enclosure  A — to  receive  from  the 
Collector  schedules  of  tax  in  arrear,  and  to  require 
from  the  Collector  the  production  of  his  duplicates  of 
assessment  and  of  any  information  concerning  the 
tax  to  be  collected. 

87.  In  practice,  the  Surveyor  arranges  with  the 
Clerk  to  Commissioners  for  a meeting  of  the  General 
Commissioners  to  be  held,  if  necessary,  shortly  after 
the  date  appointed  by  the  Board  of  Inland  Revenue 
for  the  delivery  by  the  Collector  of  schedules  of  sums 
uncollected.  Unless  the  Collector  properly  accounts 
for  the  total  charge  of  his  collection,  he  is  required  to 
appear  before  the  Commissioners  at  the  meeting  so 
arranged;  the  Surveyor  also  attends  and  reports  the 
facts  of  the  particular  case  to  the  Commissioners, 
stating  what  in  his  opinion  should  be  done. 

88.  The  Collector’s  schedules  of  uncollected  sums  of 
tax,  when  delivered,  are  handed  to  the  Surveyor, 
accompanied  by  the  notifications  of  adjustment  of 
the  tax  charged  on  the  various  assessments,  which  have 
been  issued  by  the  Surveyor  during  the  course  of  the 
collection  ( see  paragraph  78). 

89.  The  Surveyor  checks  the  accuracy  of  the 
amounts  scheduled  as  discharged  from  assessment. 
Amounts  of  duty  not  collected  by  reason  of  property 
being  empty  are  verified  by  certificates  from  the  land- 
lord and  by  comparison  with  allowances  made  for  the 
same  cause  from  the  Poor  Rates.  Cases  of  refusal  to 
pay  are  inquired  into,  and  such  directions  as  may  be 
necessary  for  the  recovery  of  the  tax  are  given  to  the 
Collector.  Such  causes  of  arrears  as  deaths,  bank- 
ruptcies, removals,  appeals,  etc.,  are  dealt  with  as 
required  by  the  particular  facts. 

90.  When  the  arrears  in  the  schedules  have  been 
cleared  as  far  as  possible,  the  various  amounts  are 
summarized  into  two  classes,  viz.,  sums  discharged  on 
due  cause,  and  sums  in  default.  A detailed  list  of  the 
persons  and  sums  in  default,  together  with  a sum- 
mary of  the  discharges,  is  forwarded  to  the  Clerk  to 
Commissioners,  who  prepares  the  Commissioners’ 
statutory  schedules  of  discharge  and  default,  which, 
after  being  signed  and  sealed  by  the  Commissioners, 
have  to  be  transmitted  to  the  Board  of  Inland 
Revenue.  In  practice,  these  schedules  are  sent  to  the 
Surveyor,  who,  before  forwarding  them  to  the  Board 
of  Inland  Revenue,  verifies  all  the  particulars.  The 
amounts  shown  by  these  schedules  constitute  balanc- 
ing entries  in  the  Surveyor’s  ledger  accounts  against 
the  respective  Collectors. 

Scotland  and  Ireland. 

91.  In  Scotland,  where  all  the  Collectors  are 
appointed  by  the  Lords  Commissioners  of  the 
Treasury,  and  in  Ireland,  where  the  Collectors  are 
appointed  by  the  Special  Commissioners,  the  Sur- 
veyor’s duties  on  the  Collection  and  Accounting  pro- 
ceed on  much  the  same  lines  as  above — the  main 
difference  being  that  in  Scotland  the  reports  by  the 
Collector  of  sums  collected  are  made  to  the  Assistant 
Secretary  and  Comptroller  of  Inland  Revenue  at  Edin- 
burgh, and  the  ledger  accounts  are  also  kept  by  him. 

Reliefs  under  the  Act. 

92.  The  allowances  and  reliefs  in  force  to-day,  to 
the  number  of  nearly  fifty,  are  enumerated  in 
Enclosure  B.  Those  under  headings  (a)  to  ( k ) 
relating  mainly  to  the  allowances  in  respect  of  exemp- 
tion, abatement,  wife,  children,  dependent  relatives, 
and  earned  income  and  unearned  income  below 
certain  limits  of  total  income,  are  under  the  Statute 
(except  in  the  case  of  weekly  wage-earners)  to  be 
made  and  proved  before  the  General  Commissioners. 
The  notice  of  claim  with  the  appropriate  declaration 
and  statement  is  to  be  delivered  to  the  Assessor  for 
transmission  by  him  to  the  Commissioners.  The 
remaining  reliefs  are  to  be  granted  by  Additional 
Commissioners,  General  Commissioners  or  Special 
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Commissioners,  as  may  in  any  particular  case  be 
directed  by  the  Act. 

93.  The  Surveyor  has  certain  statutory  powers, 
enumerated  in  Enclosure  A,  in  regard  to  the  various 
claims — principally  the  right  of  objection,  whereupon 
the  matter  is  to  be  heard  and  determined  as  on  an 
appeal. 

94.  In  practice,  all  claims  for  the  various  allowances 
and  reliefs — other  than  those  from  ( n , 1)  to  (s,  1) — 
are  dealt  with  mainly  by  the  Surveyor,  who  receives 
the  claims,  either  direct  or  through  the  Assessor ; 
examines  the  evidence,  whether  accounts  or  declara- 
tions of  total  income;  collects  information,  bearing 
on  the  total  amount  of  the  income,  from  any  other 
district  where  the  income  may  in  part  arise ; and, 
having  satisfied  himself  as  to  the  facts,  makes  the 
adjustments. 

95.  There  are  three  methods  of  adjustment — (1) 
by  a deduction  in  the  assessment  from  the  profits 
or  income  charged ; (2)  by  way  of  discharge  by 
schedule  of  the  appropriate  amount  of  tax  from  the 
duty  charged  in  the  assessment  and  included  in  the 
Collector’s  duplicates  of  assessment ; and  (3)  by  means 
of  repayment  where  the  tax  has  already  been  paid. 
So  far  as  practicable,  allowances  are  made  by  the 
first  method ; claims  for  allowances  made  late  or 
provable  only  on  contingencies  arising  after  the 
assessment  has  been  closed  are  made,  so  far  as  the 
duty  has  not  been  paid,  by  the  second  method;  the 
third  method  is  employed  when  the  other  two  are 
not  permissible  or  practicable. 

96.  When  it  is  remembered  that  one  or  more — and 
frequently  several — of  the  numerous  reliefs  are 
claimed  by  the  majority  of  persons  assessed  under 
Schedules  A,  B,  D and  E,  it  is  apparent  that  the 
practical  administration  of  the  respective  reliefs 
involves  a huge  task.  In  many  cases  the  calculations 
are  detailed  and  intricate.  This  is  especially  so  where 
a combination  of  reliefs  is  due,  e.g.,  in  respect  of 
abatement,  Life  Assurance,  wife,  children,  dependent 
relatives,  marginal  relief,  and  relief  on  earned  and 
unearned  incomes  where  the  total  income  does  not 
exceed  specified  statutory  limits.  The  maze  of 
figures  is  still  more  intricate  when  a partnership 
of  four  or  five  persons  has  to  be  dealt  with,  the  reliefs 
and  allowances  applicable  to  each  partner  having  to 
be  separately  ascertained  by  reference  to  his  own  total 
income,  and  the  whole  series  of  reliefs  then  combined 
in  the  single  assessment  on  the  partnership. 

97.  The  Surveyor’s  duties  in  connection  with  these 
allowances  are  of  a responsible  character.  The  receipt 
of  a'  declaration  of  total  income,  or  of  accounts,  in 
support  of  a claim  for  relief  imposes  on  him  an 
obligation  to  grant  the  full  and  proper  relief,  and 
at  the  same  time  to  safeguard  the  Revenue  against 
any  improper  allowance.  So  far  as  possible  he  makes 
the  entries  necessary  to  allow  all  the  due  reliefs  in 
the  assessment  books  in  his  own  district.  Where 
allowances  are  due  in  other  districts,  he  forwards  to 
other  Surveyors  the  necessary  information  ; conversely, 
he  receives  and  acts  upon  notifications  from  them. 
Where  any  residue  of  the  allowances  claimed  has  to 
be  dealt  with  by  way  of  repayment,  he  so  informs 
the  taxpayer  and  supplies  the  necessary  forms. 


Repayment  claims. 

ocedure.  98.  As  described  in  paragraph  95,  in  certain  cases 

reliefs,  allowances  and  adjustments  may  be  made  by 
way  of  repayment  of  any  tax  paid  in  excess  of  the 
due  liability.  The  Act  lays  upon  the  General  Com- 
missioners and  the  Special  Commissioners  the  duty 
of  certifying  the  proper  sums  to  be  repaid.  In 
practice  all  the  inquiries,  correspondence,  interviews 
and  calculations  in  regard  to  these  claims  for  repay- 
ment are  conducted  by  the  Surveyor,  with  the 
following  exceptions:  — 

(a)  In  cases  of  claims  on  account  of  loss  arising 
in  the  year  of  assessment  in  any  trade,  &c., 
it  is  the  practice  of  certain  bodies  of  Com- 
missioners to  require  the  personal  atten- 
dance of  the  claimant  before  them;  this 
appearance,  however,  is  mainly  formal,  as 
the  case  has  previously  been  investigated 
by  the  Surveyor  and  the  exact  amount 
repayable  agreed  between  him  and  the 
claimant. 


(b)  Where  a claim  for  repayment  (usually  in  cases 

where  tax  has  been  deducted  from  the 
income)  is  preferred  year  after  year,  the 
original  claim  is  dealt  with  by  the  Sur- 
veyor, and  the  amount  repayable  certified 
by  him ; but  in  subsequent  years,  the 
claimant  sends  his  claim  direct  to  Somerset 
House,  the  Surveyor  being  then  called  on 
only  to  report  details  of  tax  paid  on  par- 
ticular assessments  in  his  district. 

(c)  Certain  special  claims,  e.g.,  by  charitable 

institutions,  Friendly  Societies,  &c.,  do  not 
usually  pass  through  the  hands  of  the 
Surveyor. 

99.  The  heavy  rate  of  tax  now  deductible  from  all  Surveyor’s 
dividends,  interest  and  annuities,  together  with  the  duties, 
lower  rate  of  tax  applicable  to  unearned  income  where 
the  total  income  does  not  exceed  £2,000,  and  other 
numerous  reliefs  for  abatement,  wife,  children,  Life 
Assurance.  &c.,  produce  each  year  a large  number  of 
new  claims,  which  are  all  investigated  and  determined 
by  the  Surveyor.  He  calls  for  and  examines  vouchers 
for  the  income  taxed,  by  deduction;  checks  income 
arising  from  property,  business,  &c.,  with  the  assess- 
ments either  in  his  own  District  or  in  those  of 
other  Surveyors ; deals  with  all  unta'xed  income  dis- 
closed by  the  claim,  either  by  assessment  or  set-off 
from  the  amount  repayable ; and  agrees  with  the 
claimant  the  amount  to  be  repaid. 


ASSESSMENTS  ENTIRELY  OUTSIDE  THE 
JURISDICTION  OF  THE  LOCAL  COM- 
MISSIONERS. 

100.  In  the  preceding  paragraphs  16  to  63,  assess-  Assessments 
ments  made  under  the  jurisdiction  of  the  Local  Com-  not  dealt  with 
mission ers  have  been  dealt  with.  There  are  in  JSs^toners  °m~ 
addition  a considerable  number  of  assessments  yield- 
ing a large  amount  of  revenue  that  are  not  under 
their  jurisdiction. 


Manual  weekly  wage-earners. 

101.  Assessments  in  respect  of  the  wages  of  weekly  Mnnnn1 
wage-earners  employed  by  way  of  manual  labour  are  weekly  wage- 
not  within  the  jurisdiction  of  the  Local  Commis-  earners, 
sioners,  whose  functions  are  limited  to — 

(a)  hearing  appeals;  and 

(b)  determining  in  case  of  doubt  jointly  with  the 

Board  of  Inland  Revenue  whether  a person 
is  a “ weekly  wage-earner  employed  by  way 
of  manual  labour  ” or  not. 

102.  These  wage-earners  are  assessed  in  respect  of 
their  wages  in  each  quarter,  and  not  yearly  as  in  the 
case  of  other  taxpayers ; and  the  Board  of  Inland 
Revenue  are  authorized  to  make  regulations  with 
respect  to  the  assessment,  charge  and  collection  of  the 
tax. 

103.  Under  the  regulations  so  made,  the  assess- 
ment of  manual  weekly  wage-earners  is  exclusively 
carried  out  by  the  Surveyor  of  Taxes,  who  issues  all 
forms  of  return  required  from  employers  and  em- 
ployees ; makes  the  assessments ; grants  the  allowances 
and  reliefs ; and  deals  in  the  first  place  with  all 
objections  to  his  assessments.  Only  in  the  event  of 
non-agreement  with  the  taxpayer  is  the  objection 
carried  before  the  Local  Commissioners.  The  total 
number  of  appeals  to  the  General  Commissioners  for 
the  two  years  1916-17  and  1917-18  was  548. 

104.  The  number  of  weekly  wage-earners  liable  to 
assessment  reached  in  July,  1918,  a total  of  3,250,000. 

The  duty  charged  at  present  exceeds  £7,000,000  per 
annum. 


Sch.  D. 
Cases  I & II, 
Rule  2 (3). 


Ireland. 

105.  The  powers  exercised  in  Great  Britain  by  the 
General  Commissioners  are  entrusted  in  Ireland  to 
the  Special  Commissioners;  those  exercised  in  Great 
Britain  by  the  Additional  Commissioners  and 
parochial  Assessors,  broadly  speaking,  to  the  Surveyor 
of  Taxes. 
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Special  assessments. 

106.  The  principal  object  of  the  appointment  of 
Special  Commissioners  of  Income  Tax  was  to  afford 
to  persons  chargeable  under  Schedule  D the  means 
of  avoiding  the  disclosure  of  their  business  profits 
to  their  neighbours.  For  this  purpose  it  is  provided 
that  any  taxpayer  making  a return  under  that 
Schedule  may  claim  to  be  assessed  by  the  Special 
Commissioners  instead  of  by  the  Local  Commissioners. 
His  return  in  that  case  is  delivered  to  the  Surveyor, 
either  directly  or  through  the  Assessor,  and  the  whole 
of  the  assessment  and  appeal  proceedings  are  then 
conducted  by  officers  appointed  by  the  Crown. 

107.  Further,  should  any  taxpayer  who  has  been 
charged  by  the  local  Additional  Commissioners  under 
Schedule  D,  or  Schedule  A,  No.  Ill,  Rules  1 & 2,  be 
dissatisfied  with  the  charge,  he  can  make  his  appeal 
to  the  Special  Commissioners,  instead  of  to  the 
local  General  Commissioners. 

108.  The  Special  Commissioners  also  make  assess- 
ments in  respect  of  : — 

(a)  all  railways  companies; 

(b)  all  salaried  railway  officials ; 

(c)  all  colonial  and  foreign  Life  Assurance  com- 

panies trading  in  the  United  Kingdom ; 
and 

(d)  all  Super-tax. 

109.  Where  any  person  charge-able  under  Schedule 
D elects  to  be  assessed  by  the  Special  Commissioners, 
his  return  is  forwarded  to  the  Surveyor  of  Taxes, 
who,  after  making  any  inquiries  that  may  be 
necessary,  certifies  to  the  Special  Commissioners  any 
appropriate  abatements  or  reliefs,  enters  the  name 
and  his  suggested  assessment  on  an  assessment  sheet, 
and  forwards  it  with  the  return  to  the  Special  Com- 
missioners. If  for  any  reason  the  suggested 
assessment  exceeds  the  amount  of  profits  returned 
by  the  taxpayer,  the  Surveyor  makes  a special  report 
of  the  circumstances. 

110.  WTien  the  assessments  have  been  signed  by  the 
Special  Commissioners,  a notice  of  assessment,  which 
is  prepared  by  the  Special  Commissioners,  is  for- 
warded by  the  Surveyor  to  the  person  charged. 

111.  Notice  of  an  appeal  against  an  assessment 
made  by  the  Special  Commissioners  has  to  be  for- 
warded to  the  Surveyor. 

112.  Forms  of  return  are  issued  to  all  railway 
officials  by  the  Surveyor,  and  assessments  under 
Schedule  E are  made  by  him  and  forwarded  to  the 
Special  Commissioners. 

Bank  of  England,  Bank  of  Ireland  and  National 
Debt  Commissioners. 

113.  The  Bank  of  England  and  the  Bank  of  Ireland 
through  their  Governor  and  Directors  acting  as 
statutory  Commissioners  for  this  purpose,  assess  all 
interest,  &c.,  paid  by  them  or  entrusted  to  them  for 
payment,  their  own  profits  chargeable  under 
Schedule  D,  the  salaries  and  pensions  paid  by  them, 
and  certain  other  income. 


114.  The  National  Debt  Commissioners  act  as  Com- 
missioners for  assessing  interest  and  annuities  paid 
by  them,  and  salaries  and  pensions  paid  in  any  office 
under  their  control. 

115.  These  assessments  are  not  dealt  with  by  the 
Surveyor  of  Taxes. 

Crown  employees. 

116.  All  employees  of  the  Houses  of  Parliament,  in 
Courts  of  Justice,  in  the  Civil  Government  Depart- 
ments of  the  Crown,  and  all  officers  of  the  Navy,  Army 
and  Air  Force,  are  assessed  by  the  respective  Com- 
missioners authorized  by  the  Act  to  be  appointed  for 
the  respective  offices. 

1-17.  Assessors  are  appointed  in  each  office,  and 
returns  are  made  to  them.  Where  no  difficulty  arises 
the  Assessors  deal  with  the  returns  and  raise  their 
assessments  without  reference  to  the  Board  of  Inland 
Revenue.  In  the  large  number  of  oases,  however, 
where  the  employee  has  income  other  than  his  official 
emoluments,  the  returns  are  referred  by  the  respective 
Assessors  to  the  Surveyor  of  Taxes  for  certification 
of  the  due  amount  of  allowances  and  reliefs,  and  for 
local  assessment  of  any  extra-official  income. 

CONCLUSION. 

118.  The  foregoing  statement  shows  that  the  every- 
day working  administration  of  the  Inoome  Tax  has  to 
a marked  degree  centred  in  the  office  of  the  Surveyor 
of  Taxes.  Of  the  many  circumstances  that  have  con- 
tributed to  this  result  two  or  three  may  be  marked  for 
special  mention— the  complexity  of  the  tax.  the  con- 
sequent necessity  for  its  administration  by  whole-time 
officials  whose  life  is  devoted  to  that  task,  the  necessity 
for  uniformity  of  practice,  and  the  necessity  also 
that  information  obtained  in  any  part  of  the 
kingdom  should  be  readily  available  wherever  it  will 
be  put  to  its  full  use  in  administering  the  tax. 

119.  The  Surveyors’  organisation,  which  covers  the 
whole  kingdom,  ensures,  under  the  directing  and 
co-ordinating  influence  of  the  Board  of  Inland 
Revenue,  a uniformity  of  action  and  procedure  that 
could  not  otherwise  be  obtained  in  the  practical 
administration  of  the  tax.  Inter-communication  on 
tax  affairs  throughout  the  whole  kingdom,  and  even 
between  adjacent  parishes,  is  carried  out  almost 
entirely  through  the  Surveyors’  offices.  Information, 
ceaseless  and  voluminous,  regarding  taxpayers,  their 
returns,  assessments  and  reliefs,  the  tax  paid  by  them 
or  on  their  account,  their  removals,  or  defaults  in 
payment,  passes  and  repasses  daily  between  Surveyors. 
The  Surveyor,  moreover,  is  always  accessible  to*  the 
public. 

120.  Frequent  mention  has  been  made  in  this 
Memorandum  of  the  statutory  powers  and  duties  of 
the  Surveyor  of  Taxes,  and  of  the  large  number  of 
“ reliefs  ” that  are  at  present  in  force.  For  con- 
venience of  reference  these  matters  are  tabulated 
respectively  in  the  Enclosures  marked  A and  B which 
follow. 
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STATUTORY  POWERS  AND  DUTIES  OF  THE 
SURVEYOR  OF  TAXES. 

The  various  powers  and  duties  of  the  Surveyors  of 
Taxes  under  the  Act  may  be  summarized  under  the 
following  general  headings:  — 

1.  Assessment — Schedules  A and  B. 

(a)  He  is  to  instruct  and  assist,  upon  application. 

any  Assessor  who  is  unable  to  make  his 
assessments  in  accordance  with  the  Act,  or 
who  is  obstructed  therein 

(b)  He  may  give  notice  to  make  a return  to  any 

person  who  has  not  been  charged  to  tax  in 
the  parish,  or  to  whom  the  Assessor  has 
neglected  to  give  a notice,  or  who  comes 
to  reside  in  the  parish  after  the  expiration 
of  the  general  notice  prescribed  by  the  Act. 

(Note. — General  notices  are  given  by  affixing  a 
notice  on  the  door  of  the  church  or  chapel  and  on  the 
market  house  or  cross  in  the  parish.) 

(c)  The  Surveyor  may  examine  all  statements 

(i.e.  returns)  and  assessments  and  may  take 
the  custody  of  any  statement  or  take  charge 
of  any  assessment. 

(d)  He  may  inspect  and  take  copies  of  the  parish 

Poor  Rate  books  ; he  may  require  the  Asses- 
sor to  give  notice  to  the  Overseers  of  the 
parish  to  produce  the  rate  books  to  the 
Commissioners ; he  may  have  the  use  of  the 
rate  books. 

(e)  If  the  Surveyor  satisfies  the  Commissioners 

that  any  assessments  have  not  been  made 
in  accordance  with  the  Act,  the  Commis- 
sioners may  summon  and  examine  on  oath 
the  Assessor  or  the  Overseer. 

(/)  The  Surveyor  is  to  compare  all  the  assess- 
ments with  the  last  Poor  Rate,  and  he  may 
rectify  any  assessment  in  any  respect. 

(g)  He  may,  on  obtaining  a signed  order  of  the 
Commissioners,  with  the  assistance  of  'a 
person  of  skill  named  therein,  view  and 
examine  any  lands  or  property,  in  order  to 
ascertain  the  annual  value. 

( Ji ) Before  the  first  assessments  are  signed  and 
allowed  he  is  to  amend  the  assessments  if 
he  discovers  that  any  properties  have  been 
omitted  or  that  no  statement  or  an  incom- 
plete statement  has  been  delivered,  or  that 
a person  has  not  been  assessed  or  has  been 
undercharged,  or  that  a person  has  ob- 
tained any  allowance,  relief,  etc.,  not 
authorized  by  the  Act. 

(i)  If  the  first  asessments  have  been  signed  and 

allowed,  the  Surveyor  is  to  certify  the 
particulars  to  the  Commissioners,  who  are 
to  sign  and  allow  an  additional  first  assess- 
ment in  accordance  therewith. 

(j)  He  may  object  to  and  apply  for  revision  of 

any  assessment,  and  suggest  in  writing  to 
the  Commissioners  any  error,  mistake, 
omission  or  fraud ; in  such  case  the  Com- 
missioners are  to  rectify  the  assessment. 

(k)  He  may  object  to  the  estimate  of  annual 

value  made  by  the  Assessor  of  a house  or 
lands  of  an  annual  value  under  £10,  and 
may  require  a notice  for  a return  to  be 
served. 

2.  Assessment — Schedule  E. 

The  Surveyor’s  powers  are  the  same  as  set  out 
above  under  “ Assessment,  Schedules  A and  B,”  ex- 
cepting items  ( d ),  (/),  ( g ) and  ( k ). 

3.  Assessment — Schedule  D. 

(o)  He  is  allowed  free  access  to  the  books  of 
abstract  of  returns,  and  he  may  take  copies 
of  or  make  extracts  therefrom. 


(6)  He  is  to  have  a reasonable  time  for  the  ex- 
amination of  the  returns. 

(c)  For  a sufficient  cause  he  may  make  an  objec- 

tion in  writing  to  a return,  setting  forth 
the  cause  thereof,  and  the  Additional  Com- 
missioners are  to  make  an  assessment  to 
the  best  of  their  judgment. 

(d)  If  the  Additional  Commissioners  make  an 

assessment  in  accordance  with  a return,  to 
which  the  Surveyor  has  not  objected,  but 
the  Surveyor  is  dissatisfied  with  the  assess- 
ment so  made,  he  may  require  the  Addi- 
tional Commissioners  to  state  and  sign  a 
case  for  the  opinion  of  the  General  Com- 
missioners. This  case  must  be  delivered  to 
the  Surveyor  for  transmission  by  him  to 
the  General  Commissioners.  When  they 
have  given  their  opinion  the  assessment  is 
to  be  altered  or  confirmed  accordingly. 

(e)  The  Surveyor  may  examine  any  assessment 

made  by  the  Additional  Commissioners 
before  it  is  delivered  to  the  General  Com- 
missioners, and  may  certify  any  error 
requiring  amendment  to  the  Additional 
Commissioners,  who,  on  sufficient  cause, 
may  make  any  amendment  required. 

(/)  If  the  Surveyor  makes  an  objection  in  writing 
to  the  Additional  Commissioners  as  to  the 
amount  of  an  assessment  made  by  them, 
those  Commisioners  shall  certify  the  objec- 
tion, with  their  reasons  for  making  the 
assessment,  to  the  General  Commissioners. 

(g)  The  Surveyor  is  to  give  notice  of  his  objec- 

tion and  particulars  thereof  to  the  person 
assessed,  so  that  he  may  appear  before  the 
General  Commissioners  in  support  of  the 
assessment. 

(h)  No  notices  of  assessments  made  by  the 

Additional  Commissioners  are  to  be  delivered 
to  the  persons  assessed  until  fourteen  days 
after  the  Surveyor  has  had  notice  of  the 
delivery  of  the  assessments,  signed  by  the 
Additional  Commissioners,  to  the  General 
Commissioners. 

(i)  If  the  Surveyor  discovers  that  any  profits 

chargeable  have  been  omitted  from  the  first 
assessments,  or  that  no  statement  or  an 
incomplete  statement  has  been  delivered, 
or  that  a person  has  not  been  assessed,  or 
has  been  undercharged,  or  that  a person 
has  obtained  any  allowance,  relief,  etc.,  not 
authorized  by  the  Act,  then  the  Additional 
Commissioners  are  to  make  an  assessment 
on  the  person  in  an  additional  first  assess- 
ment according  to  their  judgment,  and  any 
such  assessment  is  subject  to  objection  by 
the  Surveyor  and  to  appeal. 

4.  Appeals. 

(a)  Notice  of  appeal  has  to  be  sent  to  the  Sur- 

veyor by  the  person  assessed. 

(b)  He  may  at  all  reasonable  times  inspect  and 

take  copies  of  or  extracts  from  any 
schedule  of  particulars  delivered  by  the 
taxpayer  in  response  to  the  demand  of  the 
Commissioners. 

(c)  He  may,  within  a reasonable  time  after  ex- 

amination of  any  schedule,  object  to  such 
schedule  and  state  in  writing  the  cause  of 
his  objection;  in  every  such  case  he  is  to 
give  notice  in  writing  of  his  objection  to 
the  person  charged. 

(d)  Notice  of  appeal  meetings  to  be  held  by  the 

General  Commissioners  is  to  be  given  to 
the  Surveyor  by  the  Clerk  to  Com- 
missioners. 

( e ) He  may  attend  every  appeal  and  be  present 

during  the  hearing  and  the  determination 

E 2 


Sec.  121  (2). 

Sec.  121  (3)  (6). 
Sec.  121  (4)  (c). 

Sec.  121  (3)  («). 
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Sec.  121  (7). 

Sec.  121  (8). 
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Sec,.  125  (1)  (ii). 
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Sec.  133  (3). 


Sec.  173. 


Sec.  174. 


Sec.  178  (3). 

Sec.  172  (2)  (6). 
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Sec.  172  (3)  (6). 

Sec.  32  (7). 

See.  33  (2). 

Sec.  34  (1). 

Sec.  39  (3) 

(b).  (ii). 

Sch.  A,  No.  V, 
Rule  8. 

Sch.  A,  No.  V. 
Rule  8 (0). 


thereof,  and  produce  any  lawful  evidence  in 
support  of  the  assessment. 

(/)  Immediately  after  the  determination  of  an 
appeal  by  the  General  Commissioners  or  the 
Special  Commissioners,  the  Surveyor  may 
declare  his  dissatisfaction  with  the  decision 
as  being  erroneous  in  point  of  law  and  may, 
within  twenty-one  days  after  the  deter- 
. mination,  require  the  Commissioners  to 
state  and  sign  a case  for  the  opinion  of  the 
High  Court. 

ig)  He  may  not,  when  an  objection  made  by  him 
to  an  assessment  has  been  dealt  with  on 
appeal,  make  any  further  charge  for  the 
same  year  in  respect  of  the  same  matter. 

5.  Collection. 

(a)  He  may  require  the  General  Commissioners 

to  call  before  them  any  Collector  whose 
accounts  for  the  year  are  not  finally  closed 
and  examine  him  on  oath  as  to  the  state 
of  his  accounts  and  collection. 

( b ) He  may,  whenever  he  sees  occasion,  report  to 

the  General  Commissioners  concerning  any 
matter  relating  to  the  conduct  of  any 
Collector  or  in  every  case  where  there  has 
been  a failure  in  raising  or  paying  the 
sums  charged  on  any  person,  setting  forth 
the  particulars  of  his  complaint  and  his 
recommendation  as  to  the  action  to  be 
taken  thereon. 

( r)  He  may  take  delivery  of  the  duplicates  and 
all  other  papers  from  a dismissed  defaulting 
Collector. 

6.  Accounting. 

(а)  He  receives  from  the  Collector  the  schedules 

of  arrears  setting  forth  the  name  of  every 
person  from  whom  payment  of  the  tax  has 
not  been  received  and  the  respective  sums 
then  in  arrear  and  uncollected. 

(б)  He  may  require  the  Collector  to  produce  to 

him  his  duplicates  of  assessments  showing 
the  respective  sums  collected 

(c)  He  may  require  the  Collector  to  answer  any 

lawful  question  concerning  the  tax  or 
moneys  given  him  in  charge  to  collect. 

r.  Reliefs. 

(а)  A certificate  of  the  amount  of  premiums  on 

Life  Insurance  effected  with  a Registered 
Friendly  Society  is  to  be  produced  to  the 
Surveyor,  in  order  to  obtain  the  relief. 

(б)  Notice  of  any  claim  in  respect  of  management 

expenses  of  a Life  Assurance  company  is  to 
be  given  to  the  Surveyor;  where  the  Sur- 
veyor objects  to  such  a claim  the  Special 
Commissioners  are  to  determine  it  as  in  the 
case  of  an  appeal. 

(c)  Notice  of  claim  in  respect  of  a loss  in  trade, 

&c.,  or  farming,  is  to  be  given  to  the  Sur- 
veyor. 

( d ) Savings  Banks  claiming  the  relief  provided  in 

respect  of  interest  to  their  depositors  must 
make  a return  of  the  amounts  exceeding 
£5  in  the  year,  with  the  names  and 
addresses  of  the  depositors,  to  the  Surveyor. 

(e)  If  an  owner  of  any  land,  &c.,  delivers  his 

claim  in  respect  of  maintenance,  &c.,  to 
the  Surveyor,  and  the  Surveyor  is  satisfied 
as  to  the  correctness  of  the  declaration,  the 
Surveyor  is  to  certify  the  amount  of  the 
allowance  due. 

(/)  In  computing  the  five  year  average  required 
by  a maintenance  claim,  the  date  to  which 
«ach  year  is  to  be  taken  as  fixed  by  the 


Act,  viz.,  31st  March,  may  be  varied  with 
the  consent  of  the  Surveyor. 

8.  Miscellaneous. 

In  connection  with  the  powers  of  other  officers:  — 

(a)  If  there  is  neglect  in  appointing  General  Com- 

missioners or  if  the  Commissioners  ap- 
pointed neglect  or  refuse  to  act,  the  Sur- 
veyor may  be  authorized  by  the  Board  of 
Inland  Revenue  to  give  notice,  through 
their  Clerk,  to  the  Land  Tax  Commissioners 
to  take  up  the  execution  of  the  Act. 

(b)  The  Surveyor  may  give  notice  to  an  Assessor 

that  he  is  to  be  continued  in  office  and 
may  require  him  to  attend  for  the  purpose 
of  receiving  his  papers. 

(c)  The  Surveyor  may  also  give  notice  to  the 

magistrates  or  justices  of  any  place  re- 
quiring them  to  appoint  an  Assessor,  if  the 
Commissioners  fail  to  appoint  one. 

(d)  Where  an  officer  of  Inland  Revenue  (i.e.,  the 

Surveyor)  has  been  appointed  to  be  an 
Assessor  for  the  purposes  of  the  Lands 
Valuation  (Scotland)  Act,  1854,  no  other 
person  is  to  be  appointed  Assessor  for  pur- 
poses of  Income  Tax. 

(e)  If  Assessors  are  not  appointed,  or  having  been 

appointed  do  not  take  upon  themselves  the 
office,  the  Surveyor  may  execute  the  duty 
of  Assessor. 

(/)  Within  the  administrative  county  of  London 
the  Surveyors  are  the  Assessors  for  the  tax 
chargeable  under  Schedules  A and  B. 

(g)  Where  the  annual  value  of  property  charge- 
able under  Schedules  A and  B for  any  year 
is  prescribed  by  the  Finance  Act  to  be 
taken  as  the  annual  value  for  that  property 
for  the  subsequent  year,  the  Surveyor  is 
the  Assessor  under  those  Schedules. 

In  connection  with  various  matters:  — 

(ft)  He  may  issue  to  the  Assessor  notices  required 
to  be  affixed,  delivered  or  served,  and  his 
issue  is  as  effectual  as  delivery  by  the 
General  Commissioners. 

(i)  He  may  give  directions,  that  have  been 
allowed  by  the  Commissioners,  to  a 
Collector  or  Assessor  with  reference  to  the 
time  and  manner  of  affixing,  delivering  or 
otherwise  serving  the  notices. 

O’)  He  may  serve  a notice,  to  be  given  by  him- 
self, by  registered  post. 

(k)  He  is  not  liable  to  any  penalty  other  than  as 

provided  by  the  Act. 

(l)  He  may  decide  in  which  parish  shall  be 

charged  a dwelling  house  that  is  situate  in 
two  or  more  parishes  and  must  notify  to 
the  Commissioners  the  parish  selected  by 
him. 

(m)  The  election  of  a person  occupying  lands  for 

husbandry  to  be  assessed  under  Schedule  D 
is  to  be  signified  by  notice  delivered  to  the 
Surveyor. 

(n)  If  a person  ceases  within  the  year  of  assess- 

ment to  carry  on  a trade,  &c.,  and  is  suc- 
ceeded therein  by  another  person,  the  Sur- 
veyor is  to  certify  to  the  Commissioners 
the  particulars  thereof  and  the  date  of  the 
change,  if  known  to  him. 

(o)  The  Commissioners  are  required  by  the  Act 

to  prepare  a certificate  (called  the  charge 
duplicate)  of  the  full  amount  of  the  duty 
charged  in  each  parish  in  each  Division. 
The  Surveyor  has  to  certify  that  he  has 
examined  the  duplicate  anil  compared  it 
with  the  assessments,  and  that  it  is  a 
correct  duplicate. 


Com- 
missioners. 
Sec.  60  (1). 


Assessors. 
Sec.  70  (4). 


Sec.  70  (8). 


Sec.  77  (11. 

Sec.  77  (2). 
Sec.  77  (3). 


1.21. 

Seo.  220  (!)<&( 
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RELIEFS  ALLOWED  BY  THE  ACT'. 

The  allowances  and  reliefs  in  force  to-day  may  be 
briefly  enumerated:  — 

(a)  Exemption  where  the  total  income  does  not 

exceed  £130. 

(b)  Abatements  of  £120,  £100  or  £70  where  the 

total  income  dods  not  exceed  £400,  £600, 
or  £700  respectively. 

(c)  An  allowance  of  £25  for  each  child,  step-child 

or  adopted  child  where  the  total  income 
does  not  exceed  £800,  and  a similar  allow- 
ance for  each  child  above  the  number  of 
two  where  the  total  income  does  not  exceed 
£1,000. 

(d)  An  allowance  of  £25  for  a wife  (or  to  a 

widower  for  any  female  relative  of  his  or 
of  his  deceased  wife  who  has  the  care  of 
any  child  of  his),  where  the  total  income 
does  not  exceed  £800. 

(e)  An  allowance  of  £25  for  each  dependent  rela- 

tive maintained  who  is  incapacitated  by  old 
age  or  infirmity. 

{f)  A reduced  rate  of  tax  for  earned  income, 
varying  with  the  total  income,  for  total 
incomes  not  exceeding  £2,500. 

( g ) A reduced  rate  of  tax  for  unearned  income, 

varying  with  the  total  income,  for  total 
incomes  not  exceeding  £2,000. 

(h)  An  additional  abatement  in  respect  of  profits 

of  a wife  from  her  own  personal  labour, 
where  the  total  income  of  the  husband  and 
wife  does  not  exceed  £500. 

(i)  An  allowance,  where  owing  to  the  total  in- 

come exceeding  a certain  limit,  tax  becomes 
chargeable  at  a higher  rate,  or  an  exemp- 
tion or  abatement  is  lost  or  reduced,  of  the 
difference  between  (a)  the  tax  payable,  and 
(b)  the  amount  that  would  have  been  pay- 
able if  the  'income  had  not  exceeded  that 
limit,  plus  the  amount  by  which  the  total 
income  exceeds  that  limit. 

( j ) Cumulative  exemption  or  relief  from  tax  to 

minors  in  respect  of  income  arising  from 
any  fund  that  is  accumulated  on  contingent 
interests. 

(7c)  Exemption,  abatement  or  relief  to  non- 
residents in  the  United  Kingdom  in  certain 
specified  cases,  e.g.,  persons  employed  in  the 
service  of  the  Crown  abroad. 

(Z)  An  apportionment  as  between  husband  and 
wife  of  the  total  allowances  and  reliefs  due, 
where  they  claim  relief  separately. 

(m)  Allowances  in  respect  of  premiums  for  Life 

Insurance  of  the  taxpayer,  subject  to 
certain  restrictions. 

( n ) Relief  in  certain  case  to  Life  Insurance  and 

investment  companies  and  to  savings  banks 
in  respect' of  their  expenses  of  management. 

(o)  Relief  in  respect  of  a loss  in  any  trade,  pro- 

fession. employment,  vocation,  or  in  the 
occupation  of  lands  for  husbandry,  or  in  the 
occupation  of  woodlands. 

(p)  Relief  in  respect  of  interest  paid  to  a bank, 

discount  house  or  stockbroker. 

(7)  Relief  in  respect  of  interest  or  dividends  paid 
or  credited  by  a certified  Savings  Bank  to 
depositors,  provided  that  a return  of 
amounts  of  such  interest  exceeding  £5  in 
the  year  is  made  to  the  Surveyor. 


(r)  Relief  on  the  excess  of  the  actual  cost  of  main- 

tenance, repairs,  insurance  and  manage- 
ments of  lands,  and  of  houses  not  exceeding 
an  annual  value  of  £12,  over  the  allowances 
granted  normally  by  the  Act  (viz.,  one- 
eighth  part  of  the  annual  value  of  lands 
and  one-sixth  for  houses.) 

1 

(s)  Exemption  from  tax  charged  under  Schedule 

A on  colleges  and  halls  in  universities,  and 
on  hospitals,  public  schools,  and  almshouses. 

( t ) Relief  to  the  occupier  of  lands  for  the  purposes 

of  husbandry  only  of  the  difference  between 
tax  on  the  assessable  value  according  to  the 
Act  and  on  the  actual  amount  of  profits 
arising  during  the  year. 

( u ) In  the  case  of  owner-occupiers  of  mills,  fac- 

tories or  other  similar  premises,  a deduction 
of  one-sixth  of  the  gross  annual  value  in 
computing  the  profits  assessable  under 
Schedule  D. 

(v)  Such  deduction  as  the  Commissioners  may 

consider  just  and  reasonable  as  representing 
the  diminished  value  by  reason  of  wear  and 
tear  during  the  year  of  any  machinery  and 
plant. 

(w)  Deduction  as  an  expense  of  expenditure  on 

replacing  plant  and  machinery  that  has 
become  obsolete,  limited  as  directed  by  the 
Act. 

( x ) Relief  during  the  first  three  years  of  the 

existence  of  a trade,  etc.,  on  the  difference 
between  the  profits  assessed  and  those 
actually  arising  in  the  year. 

( y ) Relief  where  a trade  is  discontinued,  on  the 

difference  between  the  profits  assessed  and 
those  actually  arising  in  the  year. 

(z)  Relief  where  a trade  is  discontinued  in  any 

year,  on  the  difference  between  the  tax 
actually  paid  during  the  three  previous 
years  and  the  amount  that  would  have  been 
paid  had  the  assessments  been  made  on  the 
actual  profits  arising  in  those  years. 

(a,  1)  Relief  where  the  profits  fall  short  from  a 
specific  cause  in  cases  of  change  of  partner- 
ship or  of  succession  to  a trade  or  pro- 
fession . 

(6,  1)  Relief  to  a person  carrying  on  two  or  more 
distinct  trades,  by  setting  off  against  the 
profits  of  one  the  losses  of  the  other. 

(c,  1)  Relief  to  mines  of  coal,  tin,  lead,  etc.,  that 
are  failing  or  have  wholly  failed. 

( d , 1)  Relief  in  respect  of  abatements  of  rent 
allowed  to  a tenant  by  reason  of  flood  or 
tempest. 

(e,  1)  Relief  where  a person  ceases  to  carry  on  a 
trade,  profession,  etc.,  or  dies  or  becomes 
bankrupt  before  the  end  of  the  year  of 
assessment. 

(/,  1)  Relief  to  any  clergyman  or  minister  for  any 
expenses  incurred  in  the  performance  of  his 
duty  as  a clergyman  or  minister. 

(g,  1)  Relief  to  any  clergyman  or  minister  (not 
exceeding  one-eighth  part  of  the  rent  or 
annual  value  of  his  dwelling  house)  for  any 
part  of  it  that  is  used  substantially  for  the 
purposes  of  his  duty  as  a clergyman  or 
minister. 
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and  II,  Rule  0. 
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and  II,  Rule  7. 


Sch.  D,  Cases  I 
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(A,  1)  A deduction  to  the  holder  of  any  office  or 
employment  of  expenses  necessarily  in- 
curred in  performing  the  duties  of  the 
office. 

(i,  1)  Allowances  to  be  made  in  making  assess- 
ments under  Schedule  A,  i.e.,  land  tax, 
public  drainage  rates,  expenditure  on  sea 
walls,  and  expenses  in  relation  to  tithe  rent 
charges. 

( j , 1)  Relief  in  respect  of  additional  burdens 
borne  by  landlords  in  Scotland. 

( k , 1)  Deductions  for  repairs  of  lands  and  houses. 
(I,  1)  Relief  under  Schedule  A for  abatements  of 
rent  on  account  of  agricultural  depression, 
(m,  1)  Relief  in  respect  of  colonial  Income  Tax. 

( n , 1)  Exemption  to  an  unregistered  Friendly 
i Society  whose  total  income  does  not  exceed 
£160. 


(o,  1)  Exemption  under  Schedules  A,  0 and  D in  Sec.  39  (2). 
respect  of  dividends  applied  (to  provident 
benefits  by  a registered  Trade  Union. 


(p,  1)  Exemption  under  Schedules  C and  D to  Sec.  39  (4). 
Industrial  and  Provident  Societies,  with 
certain  restrictions. 


!E 


(q,  1)  Exemption  under  Schedules  C and  D to  Sec.  39  (5)  & 
i approved  societies  under  the  National  In- 
surance Act,  1911,  and  also  to  insurance 
committees,  etc.,  in  respect  of  income  from 
certain  funds. 


(r,  1)  Relief  in  respect  of  tolls  levied  by  burghs  Sec-35- 
in  Sootland  and  applied  in  the  discharge  of 
public  burdens. 


(s,  1)  Relief  in  respect  of  fines  received  in  con-  Sch.  a.  No.  l 
sideration  of  any  demise  of  lands  on  proof  Rule 6.' 
of  their  application  as  productive  capital. 
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APPENDIX  5.  39 


Appendix  No.  5. 

Form  No.  11. 


N.B.— This  form  is 
intended  for  the  use 
of  INDIVIDUALS. 

Returns  of  FIRMS, 
COMPANIES,  &c., 
should  be  made  on 
Form  No.  1. 


JETURN  FOR  ASSESSMENT  UNDER  SCHEDULE  D. 


srfsK... 


Handed  in  by  Sir  Thomas  Collins. 


INCOME 

YEAR  ENDING 


TAX, 

5th  APRIL,  1920. 


[5)  & 


■of 


No.  1, 


In  pursuance  of  the  provisions  of  the  Income  Tax  Acts,  you  are  hereby  required  to  prepare  a true  and  correct  statement  of  your 
icome,  in  the  form  on  page  2 hereof,,  so  far  as  it  is  applicable  to  your  case,  and  to  deliver  it  to  me  at  my  office,  duly  signed  by  you, 
ithin  twenty- one  days  from  this  date.  If,  however,  you  elect  to  be  assessed  by  the  District  Commissioners  under  a Letter, 
iur  Return  should  be  sent  to  the  Clerk  to  the  Commissioners  (whose  address  will  be  furnished  by  me  or  by  the  Surveyor  of  Taxes  on 
.plication),  or,  if  you  elect  to  be  assessed  by  the  Special  Commissioners,  your  Return  should  be  sent  to  the  Surveyor  of  Taxes,  under 
ver  marked  “ For  Special  Assessment.” 

Part  I of  the  enclosed  sheet  of  “ Notes,  Explanations  and  Instructions.”  has  been  drawn  up  in  order  to  assist  you  in  filling  up 
ge  2 of  this  form  ; Part  II  of  that  sheet  explains  the  various  Allowances  that  may  be  claimed  on  pages  3 
ad  4 of  this  form,  in  respect  of  Exemption,  Abatement,  Reduction  of  Rate  of  Tax,  Life  Assurance,  Wife,’  Children,  and  Dependent 
elatives  incapacitated  by  old  age  or  infirmity,  and  the  special  relief  granted  to  a Widower ; Part  III  contains  directions  for  filling  up 
e claim  for  Exemption,  Abatement,  or  Reduction  of  Rate  of  Tax,  on  page  3 of  this  form,  to  which  your  attention  is  particularly  directed, 
you  desire  further  information  on  any  point,  you  should  apply  to  the  Surveyor  of  Taxes  at 


.Assessor  of  Taxes. 
.Office. 


iis  form  comprises  the  following  Sections: — 

Section  A.  Declaration  that  a full  Return  has  been  made  elsewhere  for  the  year. 

„ B.  Declaration  by  a person  not  domiciled  in  the  United  Kingdom,  or  by  a British  subject  not  ordinarily  resident  in  the 
United  Kingdom. 

„ C.  Statement  of  Untaxed  Income  for  Assessment  under  Schedule  D. 

„ D.  Claim  for  Exemption,  Abatement,  or  Reduction  of  Rate  of  Tax. 

„ E.  Claim  for  allowance  in  respect  of  Life  Assurance  Premiums. 

„ F.  Claim  for  relief  in  respect  of  Wife,  living  with  her  husband. 

m G.  Claim  for  the  relief  allowed  to  a Widower. 

„ H.  Claim  for  relief  in  respect  of  Children. 

,,  J.  Claim  for  relief  in  respect  of  Dependent  Relatives  incapacitated  by  old  age  or  infirmity. 

>u  should  complete  Section  C;  and  also  Sections  D to  J,  so  -Far  as  they  are  applicable. 

Partner  in  a Firm  is  required  to  complete  Section  C,  but  only  as  regards  any  personal  untaxed  income  not  included  in  the  joint 
Return  of  profits  made  on  behalf  of  the  Firm  itself.  He  should  in  addition  complete  Sections  D to  J so  far  as  they  are  applicable, 
arried  Women.  The  income  of  a Married  Woman  living  with  her  husband  is  deemed  by  the  Income  Tax  Acts  to  be  his  income, 
and  should  be  included  in  any  statement  rendered  by  him  for  Income  Tax  purposes.  Exceptions  to  this  rule  are  explained  in  Notes  10 
and  22f  on  the  accompanying  sheet  of  “ Notes,  Explanations  and  Instructions.” 
irsons  not  domiciled  in  the  United  Kingdom,  or  persons  who  are  British  subjects  but  not  ordinarily 
resident  in  the  United  Kingdom,  should  fill  up  Section  B only,  and  return  the  form  to  the  Assessor,  when  the  appropriate 
form  of  Return  will  be  issued. 

a -Full  Return  for  the  above  year  has  already  been  made  elsewhere,  only  Section  A need  be  completed. 


The  penalty  for  neglecting  to  make  a Return,  or  for  making  an  untrue  or  incorrect  Return,  is  a sum  not  exceeding  £20  and  treble  the  tax  chargeable,  if 
id  for  before  the  District  Commissioners,  or  £50  if  sued  for  in  any  Court.  A penalty  not  exceeding  £5  may  be  imposed  for  neglecting  to  make  a Return,  even 
mgh  the  person  proceeded  against  may  prove  that  he  was  not  chargeable  to  Income  Tax. 

The  penalty  for  fraudulently  concealing  or  untruly  declaring  any  particulars  in  making  any  claim  for  exemption,  abatement  or  relief  is  £20  and  treble 
: tax  chargeable  in  respect  of  all  the  sources  of  income. 

If  any  person  for  the  purpose  of  obtaining  any  allowance,  reduction,  rebate  or  repayment  in  respect  of  Income  Tax,  either  for  himself  or  for  any  other 
rson,  or  in  any  Return  made  with  reference  to  Income  Tax,  knowingly  makes  any  false  statement  or  false  representation,  he  is  liable  on  summary  conviction 
imprisonment  for  a term  not  exceeding  six  months  with  hard  labour. 


iction 

A. 

DECLARATION  THAT  A FULL  RETURN  HAS  BEEN  MADE  ELSEWHERE  FOR  THE  YEAR. 

I have  already  made  a Return  of  the  whole  of  my  income  chargeable  under  Schedule  D for  the  year  ending  5th  April,  1920,  fro* 
(State  precise  address)..-..  ... , — — 

If 

an  Employee,  state  name  of  Employer.™ 

Signature . 

iction 

B. 

DECLARATION  TO  BE  MADE  BY  A PERSON  NOT  DOMICILED  IN  THE  UNITED  KINGDOM. 
OR  BY  A BRITISH  SUBJECT  NOT  ORDINARILY  RESIDENT  IN  THE  UNITED  KINGDOM. 

DECLARE  THAT  * I am  not  domiciled  in  the  United  Kingdom. 

* I am  a British  subject,  but  that  I am  not  ordinarily  resident  in  the  United  Kingdom. 

Given  under  my  hand  this day  of 19  . 

™ Signature. 

[*  Strike  one  portion  not  applicable.]  j ~ — — - -..Private  Residence. 
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ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


Page  2. 


STATEMENT  OF  UNTAXED  INCOME  FOR  ASSESSMENT  UNDER  SCHEDULE  D. 


, teterei 


In  cases  where  there  is  no  untaxed  income  to  be  returned  for  assessment,  the  word  “ None 
be  entered  in  the  money  column,  and  the  General  Declaration  should  be  signed. 
Attention  is  directed  to  the  note  on  page  1,  as  to  the  liability  of  a husband  to  include  the  income  of  his  wi 


Reference  to 
enclosed  sheet  of 
“Notes, 

Explanations,  and 
Instructions  ” 


DESCRIPTION  OE  INCOME 


AMOUNT 


INSERT  THE 

AVERAGE 

PROFITS. 

See  Note  4. 


• Insert  addresses 
of  all  places  of 
business  included  in 
the  Return  of  profits 


INSERT  THE 

AVERAGE 

PROFITS. 

See  Note  4. 


INSERT 
PROFITS 
OF  THE 
PRECEDING 
YEAR,  VIZ.,  THE 
YEAR  ENDED 
StK  APRIL,  1919. 

See  Note  5. 


Insert  amount 
arising  in  year 
of  assessment, 
whether  received 
or  to  be  received 
in  United  King- 
dom OR  NOT. 

See  Note  6. 


Insert  amount 
arising  on  average 
of  the  3 preceding 
years,  whether  re- 
ceived in  United 
Kingdom  OR 
NOT. 

See  Note  7 (a). 


Insert  amount 
received 
United  Kingdom 
on  average  of  the 
3 precedingyears. 

See  Note  7(h). 


Insert  amount 
arising  in  the 
year  of  assess- 
ment; but  when 
amount  is  fluc- 
tuating and  un- 
certain, insert 
average  profits. 

See  Note  3. 


fState  1 


See  Note  8. 


See  Note  10. 


FROM  TRADE,  PROFESSION,  EMPLOYMENT,  or  VOCATION,  viz.  :— 

The  Trade,  Profession,  or  Business  of 

carried  on  by 1 — ; 


at* .. 


The  Employment  or  Vocation  of.... 


carried  on  by  . 


...at.... 


FROM  INTEREST,  ANNUITIES,  ANNUAL  PAYMENTS  AND  DIVI- 
DENDS, NOT  TAXED  BY  DEDUCTION,  AND  FROM  DISCOUNTS,  viz.:— 

Interest  on  Banking  Accounts  or  Deposits  ... 

Dividends  or  Interest  on  War  Loan  Stock,  National  War  Bonds  and  Exchequer  Bonds  (where 
not  taxed  by  deduction) 

Small  Dividends  on  other  Government  Securities  and  on  Corporation  Securities  (where  not 
taxed  by  deduction) 

Dividends  on  Stocks  purchased  and  held  through  the  Post  Office  Savings  Bank  ... 

Discounts  (including  Discount  or  Profit  on  maturity,  sale  or  conversion  of  Treasury  Bills 
or  War  Expenditure  Certificates) 

Other  Interest,  Annuities,  Annual  Payments  and  Dividends,  not  taxed  by  deduction 
(the  particular  source  to  he  stated),  viz. : — 


FROM  COLONIAL  AND  FOREIGN  SECURITIES  (where  United  Kingdom 
Income  Tax  is  not  deducted  on  payment  thereof),  viz. : — 

Interest  arising  from  Securities  of  Indian  or  Colonial  Governments,  Corporations  or  Companies.. 
Interest  arising  from  Securities  of  Foreign  Governments,  Corporations  or  Companies  ... 

Other  Interest,  Annuities,  or  Annual  Payments,  charged  on  any  property  out  of  the  United 
Kingdom 

FROM  COLONIAL  AND  FOREIGN  POSSESSIONS,  viz.:— 

Income  arising  from  Stocks  or  Shares  (where  United  Kingdom  Income  Tax  is  not 
deducted  on  payment  thereof),  or  from  Rents  : — 

In  any  of  His  Majesty’s  Dominions  out  of  the  United  Kingdom 
In  Foreign  Countries  ... 


Income  arising  from  any  other  Possessions  out  of  the  United  Kingdom 

(the  particular  source  to  be  stated),  viz. : — 


FROM  PROPERTY  OR  PROFITS  NOT  FALLING  UNDER  ANY  OF 
THE  FOREGOING  HEADS  and  not  charged  under  any  other  Schedule,  viz. : — 


Letting  Furnished  House  at.... 


Other  Sources  (the  particular  source  to  be  stated),  viz.  :— 


the  amount  whereof  is  computed  according  to  f 


Less,  in  the  case  of  a Trade,  Amount  claimed  for  Wear  and  Tear  of) 
Machinery  and  Plant,  which  should  not  be  deducted  in  arriving  > .. 
at  the  above  figures  ) 


TOTAL... 


NET  TOTAL... 


General  Declaration. 


I declare  that  in  the  foregoing  statement  I have  given  a full  and  true  Betui  nnu 


of  the  whole  of  the  income  chargeable  upon  me  under  Schedule  D,  estimated 
the  best  pf  my  judgment  and  belief,  according  to  the  provisions  of  the  Incon 


Tax  Acts.  I desire  to  be  assessed  by  the  |.... 

Given  under  my  hand  this 


...day  of.... 


„10 


...Signature. 


...Business  Address. 


...Private  Eesidenco. 


Iotx.— A woman  mtulp 
nate  after 
signature  whether 
Married,  Widow  V©1 


Ctfc, 


STATE  WHETHER  YOU  MAKE  THE  RETURN—  ' 

1.  On  your  own  behalf ; or 

2.  As  Trustee,  Afrent,  Deceiver,  Factor,  etc.,  and  for  whom. 


ection 


APPENDIX  5. 


CLAIM  FOR  EXEMPTION,  ABATEMENT.  OR  REDUCTION  OF  RATE  OF  TAX. 

(See  Notes  11  to  14  and  20  to  22.) 


Page  8. 


Notes, 

;xp]anations, 


' e Note 


The  fil».-iTn«.nt  must  set  forth  EVERY  source  of  his  income,  with  the  amount  derived  from 
each  source,  whether  tax  has  been  paid  on  it  or  not,  and  notwithstanding  that  the  income 
may  have  been  received  “free  of  tax”  or  “tax  compounded.”  if  there  is  not  sufficient  room  to  set  out 

the  income  in  full  hereon,  particulars  may  be  given  on  a separate  sheet  and  the  totals  brought  to  this  page. 

The  word  “None”  should  be  written  in  any  of  the  spaces  (a)  to  (/)  under  the  heading 
of  which  the  claimant  has  no  income. 


No.  1. — Particulars  of  Income. 


(o)  Prom  Trade,  Profession,  Employment,  or  Vocation : — 


Amount 


(6)  From  any  Public  Office  or  any  Employment  not  entered  above. 
to  be  stated ) : — 


( [Name  and  Address  of  Employer 


(c)  From  Property,  including  the  annual  value  of  the  property  which  1 own  and  occupy 
( Precise  addresses  to  be  stated') 


(d)  From  the  Occupation  of  Land 


(e)  From  Dividends,  Interest,  Annuities,  Colonial  and  Foreign  Securities  and  Possessions,  and  any 
income  not  entered  elsewhere  on  this  page,  viz : — 

(i)  Income  subjected  to  United  Kingdom  Income  Tax  before  receipt.  (Full  particulars  to  be 
given)  : — 


(ii)  Income  not  subjected  to  United  Kingdom  Income  Tax  before  receipt.  {Full  particulars 
to  be  given)  : — 

N.B. — In  the  case  of  Bank  Interest,  Dividends  or  Interest  on  War  Loan  Stock,  National  War 
Bonds  and  Exchequer  Bonds,  Discount  on  Treasury  Bills,  or  other  dividends  or  interest 
arising  in  the  United  Kingdom,  not  subjected  to  tax  before  receipt,  the  amounts  to  be 
entered  are  the  amounts  arising  in  the  preceding  year,  viz.,  the  year  ended  5th  April,  1919. 


d. 


(/)  Wife’s  Income,  if  not  included  above  {giving  full  particulars  and  stating  whether  subjected  to  United 
Kingdom  Income  Tax  before  receipt  or  not.  If  included  above,  it  should  be  so  stated ; should 
there  be  no  income  from  this  source,  the  word  “ None  ” should  be  inserted)  : — 


Total.. 


No.  2.— Particulars  of  Charges  on  Income. 

If  there  art  no  Charges  write  “ IMONE->:  It  is  not  sufficient  to  leave  this  space  blank. 

{Life  Assurance  Premiums  should  not  be  entered  here,  but  in  Section  E on  page  4.) 


Betui 

.ted 


round  Rent  on  payable  to  • 


Lortgage  or  Loan : — 

£ at  % from - on 

£ „ % „ » 

£ „ % „ - 

nnuities,  payable  to 

atent  Royalties,  payable  to * 

ther  Annual  Charges  (if  any),  viz., payable  to... 


Annual  Amount 
payable  (gross  amount 
before  deduction 
of  tax). 

£ s.  d. 


Total  Charges... 

Total  Amount  of  Income  FROM  ALL  SOURCES  less  Charges... 


I declare  that  the  above  statement  contains  a full,  just,  and  true  account  and  return  of  the  Whole  of  my  Income  from 
very  source  whatsoever  for  the  year  ending  the  5th  day  of  April,  1920,  estimated  according  io  the  pswisions  of  the  Income  Tax 
cts,  and  I therefore  claim  the  relief  to  which  I am  entitled  in  respect  of  such  income. 


Given  under  my  hand  this 

Signed 

Private  Residence 


day  of 


Noth. — A Woman 
must  state  after  her 
signature  whether 
Married,  Witten 
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ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


Page  4. 

Section 

E. 


CLAIM  FOR  ALLOWANCE  in  respect  of  LIFE  ASSURANCE  PREMIUMS 
or  PAYMENTS  FOR  DEFERRED  ANNUITIES.  (See  Not®  15.) 


State  whether  the  Assurance 
or  Annuity  is  on  life  of 
“Self”  or  of  “Wife." 

Name  of  Assurance  Company  or  Friendly  Society 

Date  of  Policy 
or  Contract 

•CAPITAL  SUM 
PAYABLE  AT  DJ  TH 
—exclusive  of  any 
additional  benefit  by  way 
of  bonus  or  otherwise 

Amount  of  Pri^ 
claimed  as  an 
allowance  from  t 
income  returned 

£ 

. 

Total.  . 

I edaim  an  allowance  in  respect  of  the  foregoing  amount  of  premiums,  and  I declare  that  I have  not  deducted  the  amo 
of  such  premiums  in  arriving  at  the  profits  or  gains  entered  on  this  form,  and  that  I have  not  claimed  an  allowance  for  the  premiums  fi 
any  other  assessment  upon  me. 

[•If  no  CAPITAL  Sum  is  payable  at  Death,  particulars  . 

of  the  Policy  should  be  stated.]  - Claimant  s Signature 


Section 

F. 


CLAIM  FOR  RELIEF  in  respect  of  WIFE,  LIVING  WITH  HER  HUSBAND, 

(See  Note  10.) 


Relief  is  only  allowable  where  the  total  income  does  not  exceed  £800. 


Full  Christian  Names  of  Wife.  . . 


I claim  an  allowance  in  respect  of  my  wife,  named  above,  who  is  living  with  me. 


...Claimant’s  Signature 


Section 

G. 


CLAIM  FOR  THE  RELIEF  allowed  to  a WIDOWER. 


Relief  is  only  allowable  ivhere  the  total  income  does  not  exceed  £800. 


Name  of  female  relative  in  respect  of  whom  relief  is  claimed 


Pull  Christian  Names 


Relationship  to  claimant,  or  to  his 
deceased  wife 


I declare  that  I am  a widower,  that  the  above-named  is  a relative  of  mine  or  of  my  deceased  wife,  and  that  s 
resident  with  me  for  the  purpose  of  having  the  charge  and  care  of  a child  or  children  in  respect  of  whom  the  allowance  f< 
children,  including  adopted  children,  is  claimed. 

Claimant’s  Signature. 


Section 

H. 


CLAIM  FOR  RELIEF  in  respect  of  CHILDREN,  INCLUDING  STEP-CHILDREN. 

(See  Note  18.) 

For  the  year  1919-20,  allowance  can  only  be  made  in  respect  of  children  born  after  (5th  April,  1903,  but  before  7th  April,  19 
Where  the  total  income  does  not  exceed  £800  the  allowance  is  made  in  respect  of  each  such  child;  where  the  income  exceeds  £8 
but  does  not  exceed  £1,000  the  allowance  is  restricted  as  explained  in  Note  18.  No  relief  is  granted  where  the  income  exceeds  £1,00( 


Name  of  each  child  under  the  age  of  16  years  on  6th  April,  1919. 

Date  of  Birth 

Place  of  Birth 

Was  tl 
child  all 
on  Gtl 
April,  IS 

Surname 

Full  Christian  Names 

Day 

Month 

Year 

I declare  that  the  above-named  children  ( in  number)  are  my  children,  or  my  step-children,  that  the 

were  living  on  the  6th  April,  1919,  and  that  the  above  particulars  are  true  and  correct. 


[N.B.— See  directions  in  Note  18  as  to  ADOPTED  Children.] 


...Claimant’s  Signature, 


Section 

J. 


CLAIM  FOR  RELIEF  in  respect  of  DEPENDENT  RELATIVES 
INCAPACITATED  BY  OLD  AGE  OR  INFIRMITY. 

(See  Note  19.) 


Relief  is  only  allowable  where  the  income  does  not  exceed  £800. 


Name  of  each  Dependent  Relative  in  respect 
of  whom  relief  is  claimed 

Relation- 
ship to 
claimant 
(or  to  his 
wife) 

Date  of  Birth 

of  the 
relative 
from  all 
sources 

Nature  of 
Infirmity, 
if  any 

Where  now  residing 

Whether  an 
Other  relati 
besides  the 

claimant,  cot 
tributes  to  tb 
maintenance 

Surname 

Full  Christian  Names 

Day 

Month 

Year 

£ 

or  of  my  wife  and  are  incapacitated  by  old  age  or  infirmity  from  maintaining  themselves,  that  the  income  of  each  such  perso 
from  all  sources  does  not  exceed  £25  a year,  and  that  the  above  particulars  are  true  and  correct. 


H3 
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No.  11—1. 


Enclosure  to  Appendix  No.  5. 


Part  NOTES,  EXPLANATIONS  AND  INSTRUCTIONS  IN  RE6ARD  TO 

I.  THE  RETURN  OF  INCOME  FOR  ASSESSMENT,  ON  PAGE  2 OF  FORM  No.  11. 


(1).  Persons  liable  to  Assessment  to  Income  Tax. 

All  persons  resident  in  the  U nited  Kingdom,  whether  British  subjects  or  not,  are  liable  to  assessment ; and  also  all  persons 
not  resident  within  the  United  Kingdom  (whether  British  subjects  or  not)  in  so  far  as  they  derive  income  from  property,  trade, 
profession,  employment  or  vocation  in  the  United  Kingdom. 

1 2),  Income  to  be  returned  on  page  2 of  Form  No.  11. 

The  income  to  be  returned  on  page  2 is  all  income  that  is  assessable  under  Schedule  D.  The  principal  heads  under  which  such 
income  may  fall  are  enumerated  on  that  page.  The  return  should  be  confined  to  income  from  which  United  Kingdom  Income  Tax 
has  not  already  been  deducted.  When,  however,  Exemption,  Abatement,  Reduction  of  Rate  of  Tax,  or  other  relief  is  claimed,  the 
total  income  from  all  sources  (whether  taxed  or  not)  must  be  entered  on  page  3. 

(3) .  Income  not  to  be  entered  on  page  2 of  Form  No.  11. 

Income  falling  under  any  of  the  following  heads  should  not  be  entered  on  page  2,  viz.  : — 

(i.)  Income  arising  from  the  ownership  of  land,  houses,  or  buildings  within  the  United  Kingdom,  or  from  the 
occupation  of  land  within  the  U nited  Kingdom. 

*(ii.)  Income,  assessable  under  Schedule  E,  derived  from  any  office  or  employment  in  the  public  service,  or  under  any 
public  corporation,  or  any  company  or  society,  or  from  any  annuity  or  pension  payable  out  of  the  public  revenue 
of  the  United  Kingdom. 

*(iii.)  Wages  of  weekly  Wage-earners  employed  by  way  of  Manual  labour. 

[“Weekly  Wage-earner”  here  means  a person  who  receives  wages  which  are  calculated  by  reference  to  the  hour,  day, 
week,  or  any  period  less  than  a month,  or  which  are  paid  daily,  weekly,  or  at  any  less  intervals  than  a month.  Clerks,  typists, 
draftsmen  and  persons  employed  in  any  other  similar  capacity  are  not  regarded  as  employed  by  way  of  manual  labour.] 

*(iv.)  Income  arising  from  the  profits,  rents,  or  annual  value  of  quarries,  mines,  iron  works,  gas  works,  salt  springs 
or  woj-ks,  alum  mines  or  works,  water  works,  streams  of  water,  canals,  inland  navigations,  docks,  drains 
or  levels,  fishings,  rights  of  markets  and  fairs,  tolls,  bridges,  ferries,  and  other  concerns  of  the  like  nature, 
within  the  United  Kingdom. 

[•Special  forms  are  provided  for  the  return  of  income  falling  under  these  heads,  and  will  be  supplied  on  application  to  the  Assessor  or 
Surveyor  of  Taxes.] 

(v.)  Income  from  which  United  Kingdom  Income  Tax  has  been  deducted. 

The  following  are  the  classes  of  income  from  which  the  tax  is  commonly  deducted  before  the  income  reaches  the  recipient, 
viz. : income  from  British  Government  securities  issued  prior  to  1916,  from  loans  to  Corporations  or  to  Colonial  and  Foreign 
Governments,  from  interest  on  mortgage  of  property  in  the  United  Kingdom,  and  from  dividends  or  interest  paid  out  of  the 
profits  of  Companies  carrying  on  business  in  the  United  Kingdom.  See,  however,  Note  (5)  overleaf. 

(4) .  Profits  of  Trade,  Profession,  Employment,  or  Vocation. 

Where  income  is  derived  from  the  exercise  of  any  business,  profession,  or  employment,  other  than  those  mentioned  in 
paragraphs  (ii.),  (iii.)  and  (iv.)  of  Note  (3)  above,  attention  is  particularly  directed  to  the  fact  that  the  amount  of  income  to  be 
returned  for  assessment  for  any  given  year  is  neither  the  actual  income  of  that  year,  nor  the  income  which  a person  expects  to 
make  in  that  year,  but  is  a “statutory”  income,  of  which  the  amount  is  to  be  computed  from  actual  ascertained  figures. 
These  are  the  figures  shown  by  the  accounts  of  the  business  or  profession  for  the  three  years  immediately  preceding  the  year 
for  which  a return  has  to  be  made,  or  the  earnings  of  the  employment  for  a similar  period,  and  the  computation  from  them  is 
to  be  made  according  to  prescribed  rules,  of  which  the  following  is  an  abstract : — 

Rules  for  Calculating  Profits. 

The  tax  extends  to  the  profits  of  all  trades,  &c.,  carried  on  in  the  United  Kingdom  by  any  person  whatsoever,  whether  a 
British  subject  or  not,  and  wheresoever  residing ; and  also  to  the  profits  of  trades,  &c.,  carried  on  elsewhere  than  in  the  U nited  Kingdom, 
if  carried  on  by  persons  residing  in  the  United  Kingdom. 

Average.— The  amount  of  profits  is  to  be  computed  on  an  Average  of  the  Three  Preceding  Years,  ending  either  on  the 
date,  prior  to  the  5th  day  of  April,  1919,  to  which  the  annual  accounts  have  been  usually  made  up,  or  on  the  5th  day  of  April,  1919  ; 
Or,  if  the  trade,  &c.,  has  been  commenced  within  the  three  preceding  years,  on  an  average  from  the  period  of 
commencement ; 

Or,  if  commenced  within  the  year  of  assessment,  the  profits  are  to  be  computed  according  to  the  best  of  your  knowledge 
and  belief,  and  the  basis  on  which  the  amount  has  been  computed  should  be  stated. 

In  computing  the  profits  upon  which  the  average  is  to  be  taken — 


Deductions  are  allowed— 

For  repairs  of  premises  occupied  for  the  purposes  of  the  trade,  &c.,  and  for  the  supply  or  repair  of  implements,  utensils,  or 
articles  employed,  not  exceeding  the  sum  usually  expended  for  such  purposes  according  to  the  average  of  the  three 
years  preceding.  . , . , 

„ debts  proved  to  be  bad ; also  for  doubtful  debts  to  the  extent  that  they  are  respectively  estimated  to  be  bad. 

„ the  rent  of  premises  used  solely  for  the  purposes  of  the  business,  and  not  as  a place  of  residence. 

a proportion,  not  exceeding  two-thirds,  of  the  rent  of  any  dwelling-house  partly  used  for  the  purposes  of  the  business, 
the  Annual  Value  of  any  premises  within  the  United  Kingdom  occupied  by  the  Owner  solely  for  the  purposes  of  the 
business,  and  not  as  a place  of  residence — less  ground  rent,  if  any.  (The  Annual  Value  to  be  taken  for  this  purpose  is 
the  amount  on  which  tax  has  been  paid  under  Schedule  A,  except  in  the  case  of  Mills,  Factories,  or  other  similar 
premises,  in  respect  of  which  the  Annual  Value  to  be  taken  is  the  amount  of  the  Schedule  A assessment  before  reduction 
by  the  statutory  allowance  for  repairs  and  maintenance.)  , 

a proportion,  not  exceeding  two- thirds,  of  the  Annual  Value  (according  to  the  amount  on  which  duty  has  been  paid  under 
Schedule  A)— less  ground  rent,  if  any— of  any  dwelling-house  within  the  United  Kingdom  occupied  by  the  Owner  and 
partly  used  for  the  purposes  of  the  business.  „ _ _ , , , , 

„ any  sum  paid  as  Excess  Profits  Duty  or  Munitions  Exchequer  Payments— except  any  Excess  Profits  Duty  chargeable  by 
virtue  only  of  the  provisions  of  the  Finance  Act,  1918,  relating  to  profits  arising  from  the  sale  of  trading  stock  otnerwise 
than  in  the  ordinary  course  of  trade.  , , . , . . , 

(in  the  case  of  a trade)  so  much  of  any  amount  expended  in  replacing  obsolete  plant  or  machinery  as  is  equal  to  the  cost 
of  the  plant  or  machinery  replaced,  after  deducting  from  such  cost  (a)  the  total  of  any  allowances  already  made  for  the 
wear  and  tear  of  such  plant  or  machinery  and  ( b ) any  sum  realised  by  its  sale. 

„ any  other  disbursements  or  expenses  wholly  and  exclusively  laid  out  for  the  purposes  of  the  trade,  &c. 

Where  a clergyman  or  minister  pays  rent  for  a dwelling-house,  or  is  in  the  occupation  of  a dwelling-house  but  pays  no  rent 
therefor,  and  uses  any  part  of  such  house  mainly  and  substantially  for  the  purposes  of  his  duty  as  a clergyman  or  minister,, 
a corresponding  part  of  the  rent  or  Annual  Value  of  the  house,  not  exceeding  one-eighth,  may  be  claimed  as  an 
expense.  Any  amount  so  claimed  should  be  specifically  shewn  on  page  2 of  the  Form  No.  11. 


No  deductions  are  allowed— 

For  any  interest  on  capital,  for  any  annual  interest,  annuity,  or  other  annual  payment,  payable  out  of  the  profits  or  gains,  or 
for  any  royalty  or  other  sum  paid  in  respect  of  the  user  of  a patent.  (The  tax  on  such  interest,  patent  royalty,  or  other 
annual  payment  should  be  deducted  from  the  person  to  whom  the  payment  is  made.) 

„ any  sums  paid  as  salaries  to  proprietors,  or  for  drawings  by  proprietors. 

„ any  sums  invested  or  employed  as  capital  in  the  trade,  &c.,  or  in  respect  ot  capital  withdrawn  cherefrom. 

„ any  sums  expended  in  improvement  of  premises  or  written  off  for  depreciation  of  land,  buildings,  or  leases. 

„ any  loss  not  connected  with,  or  arising  out  of  the  trade,  &c.  ' . . , 

„ any  expenses  of  maintenance  of  the  persons  assessable,  their  families,  or  establishments  ; or  tor  any  sum  expended  tor 
any  other  domestic  or  private  purpose. 

„ any  loss  recoverable  under  an  insurance  or  contract  of  indemnity. 

„ any  sum  paid  as  United  Kingdom  Income  Tax  on  profits  or  gains,  or  on  the  Annual  Value  of  trade  premises. 
(Colonial  or  foreign  Income  Tax  paid  in  respect  of  the  profits  in  the  place  where  they  arise  may,  however,  be 
**  deducted  ? „ , . . , . 

„ w-ear  and  tear  of  machinery  or  plant,  or  for  any  premium  for  life  assurance  ; but  allowances  may  be  claimed  in 
respect  of  tbeie  items ; see  pages  2 and  4 of  the  Form  No.  11,  and  Notes  (8)  and  (15). 
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ROYAL  COMMISSION  ON  THE  INCOME  TAX, 


Pape  ?. 

IS}.  Profits  from  Interest,  Annuities,  Annual  Payments  and  Dividends,  not  taxed  by  deduction,  and  from  Discounts. 

Under  this  head  fall  all  untaxed  interest,  annuities,  dividends  and  discounts  received  or  credited— including  interest  on 
banking  accounts  or  deposits,  share  interest  or  deposit  interest  from  Co-operative  Societies  (but  not  dividends  on  purchases),  discount 
or  profit  on  maturity,  sale  or  conversion  of  Treasury  Bills  or  War  Expenditure  Certificates,  and  any  dividends  or  interest  on 
Government  and  Corporation  securities  from  which  tax  is  not  deducted  at  the  time  of  payment. 

Among  such  dividends  or  interest  on  Government  and  Corporation  securities  from  which  tax  is  .not  deducted  are  the 
. following : — 

(i.)  Dividends  or  interest,  of  any  amount,  on  any  of  the  following  securities,  where  registered  or  inscribed  at  the  Bank  of 
England  or  the  Bank  of  Ireland  or  left  in  the  custody  of  the  Post  Office  (*.<?.,  in  all  cases  except  where  the 
securities  are  held  in  the  form  of  bearer  bonds) — 

5 per  cent.  War  Loan  Stock ; 5 per  cent.  Exchequer  Bonds,  1919,  1920,  1921  and  1922  ; 

5 per  cent.  National  War  Bonds ; 6 per  cent.  Exchequer  Bonds,  1920. 

[Where  money  has  been  borrowed  from  a bank  and  applied  in  the  purchase  of  these  securities,  the  interest  paid  to  the  bank 
on  the  amount  so  borrowed  may  be  set  off  against  the  dividends  or  interest  derived  from  the  holding,  so  that  Income 
Tax  becomes  payable  on  the  net  income  only.  Where  such  set-off  is  claimed,  the  taxpayer  must  show  specifically  on 
page  2 of  the  Form  No.  11  the  gross  amount  of  the  dividends  or  interest,  and  the  amount  of  the  bank  interest  to  be 
deducted  therefrom. 

A similar  set-off  may  be  claimed  for  any  interest  (other  than  yearly  interest,  from  which  the  taxpayer  is  entitled  to 
deduct  Income  Tax  on  payment)  on  advances  from  a member  of  a stock  exchange  or  from  a discount  house.] 

(ii.).  Dividends  not  exceeding  ^5  per  annum  from  any  Government  or  Corporation  securities  inscribed  at  the  Bank  of  England 
or  the  Bank  of  Ireland. 

(iii.)  All  dividends  from  stocks  purchased  and  held  through  the  Post  Office  Savings  Bank. 

(iv.)  Dividends  on  4|  per  cent.  War  Loan  Stock  registered  at  the  Post  Office,  where  the  holding  does  not  exceed  .£200. 

[Note. — Dividends  or  interest  on  4 per  cent,  (“tax  compounded”)  War  Loan  Stock  and  4 per  cent,  (“tax  compounded”) 
National  War  Bonds  should  not  be  included  in  the  Return  for  Assessment  on  page  2 of  the  Form  No.  11,  but  must' be  included 
in  any  statement  of  Total  Income  on  page  3.  (See  Note  22e.) 

The  accumulated  interest  on  Post  Office  “War  Savings  Certificates”  is  exempted  from  Income  Tax  by  special  statutory 
provision,  and  should  not  be  included  in  any  statement  of  income  for  Income  Tax  purposes. 

Dividends  or  interest  on  the  securities  mentioned  under  head  (i.)  above,  and  discount  or  profit  on  maturity,  sale  or  conversion 
of  Treasury  Bills,  or  of  War  Expenditure  Certificates,  issued  on  or  after  12th  August,  1916,  are  not  liable  to  Income  Tax  WHERE 
THE  SECURITIES  ARE  IN  THE  BENEFICIAL  OWNERSHIP  OF  PERSONS  WHO  ARE  NOT  ORDINARILY 
RESIDENT  IN  THE  UNITED  KINGDOM.] 

(6) .  Profits  from  Colonial  and  Foreign  Securities. 

The  Return  is  to  be  made  on  the  full  amount  of  the  income  arising  in  the  year  of  assessment,  whether 
the  income  has  been  or  will  be  received  in  the  United  Kingdom  or  not.  Any  portion  received  through 
an  agent  or  banker  in  the  United  Kingdom  who  deducts  United  Kingdom  Income  Tax  on  payment  of  the 
income  should,  however,  be  excluded  from  the  Return  on  page  2. 

The  following  deductions  are  allowed  : (i.)  any  sum  paid  in  respect  of  Income  Tax  in  the  place  where 
the  income  has  arisen ; (ii.)  any  annual  interest,  or  any  annuity  or  other  annual  payment  payable  out  of  the 
income  to  a person  not  resident  in  the  United  Kingdom;  (iii.)  the  same  deductions  and  allowances  in 
the  case  of  income  not  received  in  the  United  Kingdom  as  if  it  had  been  so  received. 

(7) .  Profits  from  Colonial  and  Foreign  Possessions:— 

l&).  Income  arising  from  Stocks,  Shares,  or  Rents. 

The  Return  is  to  be  made  on  the  full  amount  of  the  income  arising  on  the  average  of 
the  three  preceding  years,  whether  the  income  has  been  or  will  be  received  in  the  United 
Kingdom  or  not.  Any  portion  received  through  an  agent  or  banker  in  the  United  Kingdom 
who  deducts  United  Kingdom  Income  Tax  on  payment  of  the  income  should,  however,  be 
excluded  from  the  Return  on  page  2. 

Deductions — The  same  deductions  are  allowable  as  in  the  case  of  Colonial  and  Foreign 
Securities — see  Note  (6)  above. 

(b).  Income  arising  from  any  other  Possessions  out  of  the  United  Kingdom. 

The  Return  is  to  be  made  on  the  full  amount  received  in  the  United  Kingdom  on  the  average  of  the  three  preceding 
years. 

(8) .  Wear  and  Tear,  etc.,  of  Machinery  and  Plant  used  for  the  purposes  of  a Trade. 

Where  the  machinery  or  plant  belongs  to  the  trader,  or  is  so  let  to  him  that  he  is  bound  to  maintain  and  deliver  it  over  in 
good  condition,  an  allowance  may  be  claimed  for  diminished  value  of  the  machinery  or  plant  by  reason  of  wear  and  tear,  or  by 
reason  of  any  machinery  or  plant  being  temporarily  out  of  use  at  any  time  during  the  year  through  circumstances  attributable  directly 
or  indirectly  to'  the  present  war. 

Where  rent  is  paid  for  the  use  of  machinery  or  plant,  and  the  burden  of  maintaining  and  restoring  it  falls  upon 
the  Lessor,  no  deduction  for  wear  and  tear,  etc.,  is  allowable  to  the  Lessee. 

[Where  an  application  is  made  to  the  Commissioners  of  Inland  Revenue  for  the  alteration  of  the  amount  of  any  deduction 
for  wear  and  tear,  the  Commissioners,  unless  they  are  of  opinion  that  the  application  is  frivolous  or  vexatious,  will  refer  the  case  to 
the  Board  of  Referees,  and  those  Referees,  if  they  are  satisfied  that  the  application  i%  made  by  or  on  behalf  of  any  considerable 
number  of  persons  engaged  in  any  class  of  trade  or  business,  will  determine  the  deduction  to  be  allowed.  Any  application  under 
this  provision  should  be  addressed  to — “The  Secretary  (Taxes),  Inland  Revenue,  Somerset  House,  London,  W.C.  2.”J 

(9) .  Mode  of  Assessment. 

Persons  assessable  under  Schedule  D will  be  assessed  in  the  usual  course  by  the  Commissioners  of  their  District,  unless  they 
elect  to  be  assessed  under  a Letter  or  by  the  Special  Commissioners. 

Persons  who  desire  to  select  one  of  these  two  alternatives  should  complete  the  return  and  give  notice  of  their  election  in  the 
manner  provided  for  on  page  2 of  the  Form  No.  11,  and  should  also  observe  the  directions  on  page  1 of  that  form. 

(10).  Income  of  Married  Women. 

The  income  of  a married  woman  living  with  her  husband  is,  by  the  Income  Tax  Acts,  deemed  to  be  his  income ; any  proms 
from  business,  profession,  &c.,  or  untaxed  income  banging  to  her,  are  required  to  be  returned  for  assessment  on  page  2 by  her 
husband,  unless  an  application  for  separate  assessment  has  been  made,  either  by  the  husband  or  wife,  within  six  months  before 
"8th  May’  1919.  Such  application  must  be  made  in  the  manner  and  form  prescribed  by  the  Commissioners  of  Inland  Revenue. 
Fuller  particulars  can  be  obtained  from  the  Surveyor  of  Taxes.  THE  TOTAL  AMOUNT  OF  ANY  EXEMPTION, 
ABATEMENT  OR  RELIEF  GIVEN  TO  HUSBAND  AND  WIFE  WILL  NOT  EXCEED  THAT  WHICH 
WOULD  BE  GIVEN  IF  NO  SUCH  APPLICATION  WERE  MADE. 


[NOTE.  — The 
Form  No.  11  is 
not  applicable  to 
any  person  who 
is  not  domiciled 
in  the  United 
Kingdom,  or 
who,  being  a 
British  subject, 
is  not  ordinarily 
resident  in  the 
. United  Kingdom. 
Such  persons 
should  fill  up 
Section  B only 
(on  page  1)  and 
return  the  form 
to  the  Assessor 
or  Surveyor  of 
T axes,  when 
the  appropriate 
form  of  Return 
will  be  issued.] 
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NOTES,  EXPLANATIONS  AND  INSTRUCTIONS  IN  REGARD  TO  THE 

ALLOWANCES  AND  RELIEFS 

THAT  MAY  BE  CLAIMED. 


ill).  Total  Exemption  is  allowed  when  the  income  from  all  sources  does  not  exceed  £180. 


12).  Abatements  are  allowed  as  follows  , 

'£120  when  the  income  from  all  sources  exceeds  £130  but  does  not  exceed  A4UU 
/10Q  ,,  n £400  „ M *600 

*£70  l n. ^600  „ » 


(13). 


When  the  income  from  all  sources  does  not  exceed  .£2,500,  Reduced  Rates  of  Tax  are  allowed 
in  respect  of  “Earned”  income  ; and  if  the  income  from  all  sources  does  not  exceed  £2,000, 
reduced  rates  are  also”" allowed  in  respect  of  any  “ Unearned  ” income. 
rWhere  reduction  of  rate  of  tax  is  due  on  unearned  income  already  taxed  by  deduction  at  the  full  rate— 
mnrtcraiTf*.  interest.  &c.— the  relief  due  will  be  allowed  as  far  as  possible  as  a set-off  against  the 


•e.g.,  dividends,  mortgage  interest, 
tax  chargeable  on  the  untaxed  income. 


Where  the  relief  is  due  in  respect  of  property,  the  assessment  on  the  property  will  be  at  the  appropriate 
rate  or  rates  of  tax.  An  owner  may,  if  he  desires,  make  application  for  the  tax  on  any  property  to  be  recovered 
from  him  instead  of  from  his  tenant  (without  prejudice,  however  to  the  right  of  ultimate  recovery  upon  the 
Droperty)  Any  such  application  should  be  made  before  the  31st  July  in  the  first  year  for  which  it  is  intended  to 
take  effect,  upon  a form  to  be  obtained  for  the  purpose  from  the  Surveyor  of  Taxes.] 


414). 


Soldiers.  Sailors.  Airmen.  Seamen,  &c—  In  the  case  of  (a)  a person  who  has  served  during 
— the  year  as  a member  of  any  of  the  naval  or  military  forces  of  the  Crown,  or  of  the  Air 
Force,  or  in  service  of  a naval  or  military  character  in  connection  with  the  present  wax  tor 
which  payment  is  made  out  of  money  provided  by  Parliament,  or  in  any  work  abroad  of  the 
British  Red  Cross  Society  or  the  St.  John  Ambulance  Association,  or  any  other  body  with  similai 
objects,  or  (A)  a person  serving  during  the  year  for  not  less  than  3 months  as  master  or  a 
member  of  the  crew  of  any  ship  or  fishing  boat— total  exemption  may  be  claimed  when  the 
income  from  all  sources  does  not  exceed  £160,  or  an  abatement  of  £160  when  the  income  does 
not  exceed  £800.  Special  rates  of  tax  are  applicable  to  the  pay  in  connection  with  any 
such  service.  


Page  3 

Sections  of  the  accom- 
panying form  that  are 
required  to  be  filled  up  in 
order  to  claim  the  various 
allowances. 


SECTION  0 

(The  directions  given  in 
Part  III.  of  these  Notes 
should  be  observed.) 


415).  An  allowance  may  be  claimed  in  respect  of  Premiums  for  Life  Assurance  or  payments  for 

The  allowance  is  authorised  for  annual  premiums,  and  for  additional  premiums  (whether  annual  or 
not)  to  cover  risks  arising  from  war  or  war  service  abroad,  paid  by  the  claimant  on  his  own  life  or  on  that 
of  his  wife,  subject  to  the  following  limitations  - 

(a)  The  total  amount  of  premiums  to  be  allowed  (exclusive  of  any  additional  premium  paid  to  cover 
risks  arising  from  war  or  war  service  abroad)  must  not  in  any  case  exceed  one-sixth  of  the 
claimant’s  net  income  chargeable  with  income  tax  for  the  year  of  assessment  (or,  during  the  war, 
for  the  year  ended  5th  April,  1914,  if  the  income  chargeable  for  that  year  was  greater). 

In  the  case  of  any  policy  securing  a CAPITAL  sum  on  death  (whether  in  conjunction  with  any 
other  benefit  or  not)  the  amount  of  premium  to  be  allowed  (exclusive  of  any  premium  paid  to 
cover  risks  arising  from  war  or  war  service  abroad)  must  not  exceed  7 per  cent,  of  that  CAFI 1 AL 
sum,  exclusive  of  any  additional  benefit  b'y  way  of  bonus  or  otherwise. 

In  the  case  of  policies  or  contracts  which  do  not  secure  a CAPITAL  sum  on  death,  the  total  amount 
of  premiums  to  be  allowed  (exclusive  of  any  premium  paid  to  cover  risks  arising  from  war  or  war 
service  abroad)  must  not  exceed  £100,  and  the  policies  must  have  been  taken  out  not  later  than 
22nd  Tune,  1916.  In  the  case  of  such  policies  or  contracts  effected  after  that  date,  no  relief  is  to 
be  allowed,  except  where  they  were  made  in  connection  with  certain  superannuation  or  pension 

In  the  case  of  a deferred  assurance  made  after  22nd  June,  1916,  no  relief  is  to  be  allowed  in  respect 
of  premiums  payable  during  the  period  of  deferment  (except  where  the  assurance  was  made  in 

connection  with  certain  superannuation  or  pension  schemes).  , ,,  ...  . , 

In  the  case  of  any  assurances  or  contracts  made  after  22nd  June,  1916,  the  relief  allowable  is  not  to 
be  given  at  a greater  rate  than  3s.  in  the  £.  , _ . r ,,  f 

The  premiums  are  not  admissible  as  a deduction  in  arriving  at  the  total  income  for  the  purpose  of  a 
claim  for  Exemption,  Abatement,  or  other  relief.  , , ,,  0 f 

The  receipts  for  the  premiums,  or  the  policies,  should,  if  required,  be  produced  to  the  Surveyor  of 
Taxes. 


(c) 


(<0 


(*) 


(16).  When  the  income  from  all  sources  does  not  exceed  £800,  relief  from  tax  upon  £25  may  be  claimed 
in  respect  of  the  taxpayer's  Wife,  if  living  with  him. 


When  the  income  from  all  sources  does  not  exceed  £800,  relief  from  tax  upon  £25  may  be  claimed 
bv  a Widower  who  has  a female  relative  of  his,  or  of  his  deceased  wife,  resident  with  him  for  the 
purpose  of  having  the  charge  and  care  of  any  child  or  adopted  child  of  his  in  respect  of  whom  the 
allowance  for  Children  and  Adopted  Children  is  given.  [The  expression  relative  here  includes 
any  person  of  whom  the  taxpayer  had  the  custody  and  whom  he  maintained  at  his  own  expense 
while  that  person  was  under  the  age  of  16  years.] 


SECTION  E 


SECTION  F 


When  the  income  from  all  sources  does  not  exceed  £800  (a)  rflief  fr°m  tax  „uP°n  -£25  mayr^f 
claimed  in  respect  of  each  Child  or  step-child  living  and  under  the  age  of  16  yews  on  6th 
April,  1919,  and  {A)  a similar  relief  may  be  claimed  in  respect  of  each  Adopted  Child  of  like 
age  of  whom  the  taxpayer  has  the  custody  and  whom  he  maintains  at  his  own  expense,  provided 
that  no  other  individual  is  entitled  to  relief  from  tax  in  respect  of  the  child,  or  if  any  other 
individual  is  entitled  to  such  relief  that  that  other  individual  has  relinquished  his  claim  thereto. 

When  the  income  from  all  sources  exceeds  £800,  but  does  not  exceed  £1,000,  and  the  taxpayer 
has  three  or  more  such  children,  including  adopted  children,  a similar  relief  may  be  claimed  m 
respect  of  each  such  child  above  the  number  of  two. 


When  the  income  from  all  sources  does  not  exceed  £800,  relief  from  tax  upon  £25  may  be  claimed 
in  respect  of  any  person  whom  the  taxpayer  maintains  at  his  own  expense,  being  a relative  of 
his  or  of  his  wife  who  is  incapacitated  by  old  age  or  infirmity  from  maintaining  himself  or 
herself  and  whose  income  from  all  sources  does  not  exceed  £25  a year.  [The  expression 
“ relative  ” here  includes  any  person  of  whom  the  taxpayer  had  the  custody  and  whom  he  main- 
tained at  his  own  expense  while  that  person  was  under  the  age  of  16  years.] 


SECTION  Q 


Particulars  of  the  taxpayer's 
Children  and  step-children 
should  be  entered  in  SECTION 

H of  Form  No.  11. 

Particulars  of  Adopted 
Children  should  be  entered 
in  the  special  form,  “ No.  11  — 
2 A,”  which  can  be  obtained 
from  the  Surveyor  of  Taxes  if 
not  already  enclosed  herewith 


SECTION  J 


I where  owing  to  the  fact  that  the  total  income  of  a person  exceeds  a certain  limit  (a)  he  ceases  to  be  entitled  to 
anv  exemption  or  abatement,  or  (<t)  he  becomes  entitled  to  a reduced  exemption  or  abatement,  or  (r)  he  is  liable  to  pay 
tax  at  a higher  rate  —an  allowance  will  be  made,  if  necessary,  on  completion  of  the  appropriate  Sections  of  pages  0 
and  4 of  the  Form  No.  11,  so  that  the  total  tax  payable  does  not  exceed  the  sum  of  the  following  amounts 
(i.)  the  amount  of  TAX  which  would  have  been  payable  if  his  total  income  had  reached,  but  had  not  exceeded  that  limit ; 

(ii.)  the  amount  by  which  his  total  INCOME  exceeds  that  limit. 


1211  Persons  resident  abroad.  No  exemption,  abatement  or  relief  which  depends  wholly  or  partially  on  the  income  from  all 

sources  is  allowableTniess  the  individual  is  resident  in  the  United  Kingdom,  except  in  the  case  of  a person  who  is  or  has 

% been  employed  in  tile  service  of  the  Crown,  or  who  is  employed  in  the  service  of  any  missionary  society  abroad  or 
of  anv  of  the  Native  States  under  the  protectorate  of  the  British  Crown,  or  who  is  resident  in  the  Isle  of  Man  or 
Channel  Islands,  or  who  satisfies  the  Commissic-Vrs  of  Inland  Revenue  that  he  is  resident  abroad  for  the  sake  of  health, 
or  in  the  case  of  a widow  who  is  in  receipt  of  a pension  chargeable  with  Income  Tax  and  granted  to  her  in  consideration 
vf  the  employment  of  her  late  husband  in  the  tervice  of  the  Crown. 


46 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


Page  4. 

DIRECTIONS  FOR  FILLING  UP 

Part  THE  CLAIM  FOR  EXEMPTION,  ABATEMENT,  OR  REDUCTION  OF  RATE  OF  TAX 
HI.  ON  PAGE  3 OF  FORM  No.  11. 

(See  also  Notes  11  to  14). 


(22).  In  order  to  obtain  Exemption,  Abatement,  or  Reduction  of  Rate  of  tax,  the  claimant  must  fill  up  page  8 (as  well 
as  page  2)  of  Form  No.  11,  setting  forth  EVERY  source  of  his  income,  including,  if  he  is  married,  that  of  his  wife 
(see  Note  22f  below),  with  the  amount  derived  from  each  source,  whether  returned  lor  assessment  elsewhere  or  not  whether 
tax  has  already  been  paid  on  the  income  or  not,  and  notwithstanding  that  the  income  may  have  been  received  “free  of  tax’ 
or  “ tax  compounded.” 

The  object  of  this  requirement  is  to  ascertain  whether  the  TOTAL  income  falls  within  the  prescribed  limits  of  Exemmion 
Abatement,  or  other  relief.  Taxed  or  “tax-compounded”  income  will  not  be  assessed  upon  the  recipient  bv  reason  of  it’ 
being  entered  on  page  8.  J 


(&)■  Income  from  Trade,  Profession,  Employment,  or  Vocation. 

(i.)  An  individual  who  has  made  a return  on  page  2 of  Form  No.  11  on  his  own  behalf  should  carry  to  Dane 
the  income  from  this  source  as  entered  on  page  2,  less  the  deduction  (if  any)  for  Wear  and  Tear.  s 

(ii  ) A partner  in  a Firm  should  enter  on  page  3 his  individual  share  of  the  partnership  profits,  which  should  in 
normal  cases  be  calculated  as  follows  From  the  average  profits  of  the  Firm  returned  for  assessment  deduct  the 
amount  (if  any)  by  which  the  annmties,  interest  on  loans  and  mortgages,  ground  rents,  patent  royalties,  and  other  anmnd 
charges  (exclusive  of  interest  on  partners’  capital)  payable  by  the  Firm  for  the  current  year,  exceed  any  income  of  the 
Finn  which  is  taxed  at  the  source  (such  as  taxed  dividends  or  interest,  rents,  or  annual  value  of  business  premises) 
The  balance  then  remaining  should  be  divided  according  to  the  terms  of  the  partnership  agreement  as  in  force  for  the 
current  year,  and  the  individual  partner’s  share  of  the  balance,  so  calculated,  is  the  amount  to  be  entered  on  page  S. 

When  several  partners  desire  to  make  claims,  a separate  form  must  be  used  by  each.  Application  should  be  made 
to  the  Assessor  or  Surveyor  of  Taxes  for  any  additional  forms  required. 


(b).  Income  from  any  Public  Office  or  any  Employment  not  entered  in  space  “(a).” 

Income  from  any  Public  Office  or  Employment  is  taxable  under  Schedule  E;  and  the  wages  of  weekly  Wage-earners 
employed  by  way  ot  Manual  labour  (see  para.  iii.  of  Note  S)  are  chargeable  by  way  of  Quarterly  Assessment  Income 
under  either  ot  these  heads  should,  however,  be  included  in  the  statement  of  TOTAL  income  entered  on  page  3 oi 
Form  No.  11.  c ° 


(c).  Income  from  Property. 

If  any  part  of  the  total  income  arises  from  the  ownership  of  land,  tenements,  or  hereditaments,  state  the  precise  situation 
of  each  property,  with  the  name  of  the  occupier,  and  the  rent  or  annual  value,  INCLUDING  IN  THF  STATFMPmt 
PARTICULARS  OF  ANY  HOUSE,  LAND,  OR  OTHER  PROPERTY  IN  THE  CLAIMANT’S  OWN 
OCCUPATION  BELONGING  TO  HIMSELF  OR  HIS  WIFE.  If  ground  rent,  mortgage  interest,  or  other  annual 
charge  is  payable  on  any  of  the  property,  particulars  thereof  must  be  stated  in  space  “ No.  2 ” on  page  3. 

See  also  the  last  paragraph  of  Note  22  (e)  below. 


(d).  Income  irom  the  Occupation  of  Land. 

In  the  case  of  lands  occupied  wholly  or  mainly  for  husbandry,  the  income  is  to  be  reckoned  at  twice  the  rent  or  annual 
value  (inclusive  of  tithe). 

In  the  case  of  lands  not  so  occupied  the  income  is  ordinarily  to  be  reckoned  at  the  single  rent  or  annual  value  (inclusive 
tithe).  ' 


(e).  Income  from  Dividends,  Interest,  Annuities,  Colonial  and  Foreign  Securities  and  Possessions,  ami 
Miscellaneous  Sources. 


Where  United  Kingdom  Income  Tax  has  been  deducted,  the  amount  to  be  entered  is  the  GROSS  amount  and  not  the- 
net  amount  received  after  deduction  of  the  tax.  Where  United  Kingdom  Income  Tax  has  been  deducted  from  ’any  dividend 
at  a rate  less  than  the  full  rate,  by  reason  of  the  company  from  which  the  dividend  was  received  having  been  erantecl 
relief  in  respect  of  Colonial  Income  Tax  already  paid,  it  should  be  so  stated.  6 


Dividends  or  interest  received  “ free  of  tax,”  or  “ tax  compounded,”  should  be  entered  in  part  (i.)  of  this  space  and  treated 
as  if  the  amount  actually  received  represented  net  income  after  deduction  of  tax,  the  GROSS  amount  corresponding  to  the 
net  amount  received  being  entered;  thus,  if  the  amount  actually  received  “free  of  tax,”  or  “ tax  compounded  ” were  /10 
and  the  current  Income  Tax  rate  were  6s.  in  the  £,  the  amount  to  be  entered  would  be  ,£14  5s.  8d.,  this  being  the  gross 
amount  which,  after  deduction  of  tax,  would  leave  a net  income  of  .£10.  6 

Where  any  item  of  income  from  British  Government  war  securities  arises  from  “ bearer  bonds,”  or  is  received  “ tax 
compounded,”  it  should  be  so  stated. 


A partner  in  a Firm  should  enter  on  page  3 his  share  of  the  amount  by  which  any  income  of  the  Firm  which  is  taxed  at 
the  source  (such  as  taxed  dividends  or  interest,  rents,  or  annual  value  of  business  premises)  exceeds  the  annuities,  interest  on 
loans  and  mortgages,  ground  rents,  patent  royalties,  and  other  annual  charges  payable  by  the  Firm.  PARTICULARS  of 
the  income  of  the  Firm  which  is  taxed  at  the  source  should  be  given. 


(f)-  Wife’s  Income. 

The  income  of  a married  woman  living  with  her  husband  is,  by  the  Income  Tax  Acts,  deemed  to  be  his  income,  and  if 
Exemption,  Abatement,  or  other  relief  be  claimed,  the  whole  of  her  income  from  every  source,  whether  taxed  or  not,  is 
required  to  be  included  in  the  statement  on  page  3,  unless  an  application  for  separate  assessment  has  been  made  either 
by  the  husband  or  wife,  within  six  months  before  6th  May,  1919  (see  Note  10)— in  which  case  the  necessary  return  of  the 
aggregate  income  of  husband  and  wife  may  be  made  by  either  the  husband  or  the  wife. 

Where  a wife  earns  an  income  by  the  exercise  of  her  own  personal  labour,  and  the  joint  income  from  all  sources 
of  the  husband  and  wife  does  not  exceed  ,£500,  the  income  so  earned  by  the  wife  will  be  treated  as  a separate 
income  for  the  purpose  of  any  claim  for  any  exemption,  abatement  or  relief. 


(g).  Charges  on  Income. 

Particulars  must  be  given  in  space  “ No.  2 ” on  page  3 of  all  deductions  from  the  income,  such  as  GROUND  RENT, 
INTEREST  ON  MORTGAGE  OR  LOAN  (WHETHER  SECURED  ON  PROPERTY,  LIFE  ASSURANCE 
POLICY,  REVERSION  OR  OTHERWISE),  ANNUITIES,  PATENT  ROYALTIES,  OR  OTHER  ANNUAL 
PAYMENTS  from  which  the  taxpayer  is  entitled  to  deduct  tax,  but  excluding  Life  Assurance  Premiums,  which  should 
be  entered  in  Section  (E)  on  page  4.  If  there  are  no  such  deductions  the  word  “ None  ” should  be  inserted.  It  is  nol 
sufficient  to  leave  the  space  blank.  • 

A partner  in  a Firm  should  not  enter  in  space  “ No  2”  any  charges  on  the  income  of  the  Firm. 
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APPENDIX  N ? 6 . 


Paper  handed  in  by  M T William  Schooling , 8^  May,  19 19. 


DIAGRAM  ILLUSTRATING  M?  SCHOOLING'S  EVIDENCE 
~0N  GRADUATION-SEE  PARAGRAPHS  987  AND  1020. 


>..s8/n.iOQO.. 


MalbyASons.Lrtli. 


APPENDIX  N 9 6 . 
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Paper  handed  in  by  MC  William  Schooling  . 8^  May . I9i9 ■ 


NET  A GTU  AL  I N CO  M E. 


ENLARGED  VIEW  OF  LOWER  PORTION  OF 
D I A GRAM. 


Malby  8t  SonS.Lith. 


APPENDIX  7 (a). 
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Appendix  No.  7 ta). 


Board  of  Inland  Revenge, 

Somerset  Hodse. 


HISTORICAL  NOTE  ON  THE  GRADUATION 
OF  THE  INCOME  TAX. 

1.  Graduation,  ns  applied  to  Income  Tax  matters, 
is  the  name  given  to  the  principle  of  levying  a heavier 
percentage  upon  large  incomes  than  upon  small  in- 
comes. Any  system  of  Income  Tax  which  departs 
from  a universal  flat  rate  of  tax  applicable  to  all 
incomes  of  whatever  size  is  to  the  extent  of  that 
■departure  a graduated  system,  whether  the  method 
adopted  is  to  charge  a higher  rate  of  tax  upon  the 
larger  incomes  or  to  grant  exemptions  or  partial 
exemptions  to  the  small  ones. 

l8o  xv  2.  Sir  Charles  Dilke,  in  his  (unadopted)  draft 
1 ' ' report  submitted  to  the  Select  Committee  of  1906, 
traced  the  principle  of  graduation  as  far  back  as  the 
times  of  Ancient  Greece,  and  found  rudiments  of  it 
in  the  English  mediaeval  poll-taxes,  which  he  described 
as  the  Income  Tax  of  early  times.  Whether  this  is 
so  or  not,  it  is  certain  that  Pitt’s  quasi-income  Tax 
of  1798,  generally  known  as  the  “ Triple  Assessment,” 
contained  elements  of  graduation  confined  to  the 
lower  ranges  of  incomes,  and  that  from  the  commence- 
ment all  the  early  income  taxes  in  this  country  were 
,3,0.13,  graduated  so  far  as  regards  small  incomes.  The  1799 
Act  exempted  incomes  under  £60,  charged  incomes 
between  £60  and  under  £200  on  a graduated  scale  of 
rates  (all  less  than  the  full  rate),  and  laid  the  full 
,3,0.122,  rate  on  incomes  of  £200  and  over.  In  1803  the  full 
rate  came  into  operation  at  £150.  In  1806  the 
,3,0.65,  exemption  limit  was  dropped  to  £50. 

3.  Although  all  these  exemptions  and  partial 
exemptions  of  6mall  incomes  were  really  a form  of 
graduation,  they  were  not  generally  recognized  to  be 
60,  but  were  regarded  as  innocuous  even  by  the 
strongest  opponents  of  that  form  of  graduation  which 
is  achieved  by  charging  a rate  higher  than  the  normal 
rate  on  the  possessors  of  large  incomes.  Any  sug- 
gestion of  this  kind  of  graduation  met  with  the 
bitterest  opposition  from  the  beginning.  To  a 
member  who  had  suggested  something  of  this  kind  in 
1806,  Lord  Henry  Petty  replied: — “ Of  all  the  dan- 
gerous doctrines  that  could  possibly  be  held  out  in  a 
legislative  assembly,  there  was  not  one  that  could 
possibly  be  more  mischievous  in  its  tendency  than 
that  of  equalising  all  ranks  of  society  by  reducing 
the  higher  orders  to  a level , with  those  of  a different 
class,  and  depriving  them  of  every  comfort  which 
they  had  a right  to  expect  from  their  exalted  situa- 
tion.” To  give  graduation  at  the  lower  end  of  the 
scale  of  incomes  was  admitted  to  be  a practical  neces- 
sity, and  implied  no  moral  blemish,  but  to  suggest 
graduation  at  the  upper  end  of  the  scale  savoured  of 
impiety. 

4.  In  1833  a motion  to  appoint  a Select  Committee 
to  revise  existing  taxation  and  substitute  a graduated 
property  tax  was  defeated.  Lord  Brougham  described 
the  proposed  system  as  a gross  and  revolting 
absurdity. 

5.  When  the  Income  Tax  was  re-imposed  by  Sir 
Robert  Peel  in  1842,  the  exemption  limit  was  raised 
to  £150,  the  full  rate  coming  into  operation  at  once 
on  that  amount.  Mr.  Gladstone’s  Budget  of  1853  gave 
large  remissions  of  indirect  taxation,  and  on  this 
account  he  reduced  the  exemption  limit  to  £100,  but 
an  abatement  of  tax  was  allowed  to  incomes  of  less 
than  £150.  He  refused  to  consider  a proposal  for  a 
graduated  tax,  arguing  that  past  experience  showed 
that  the  system  of  graduated  taxation  in  Pitt’s  time 
was  bad,  and  that  he  could  not  abolish  in  its  favour 
a system  which  had  worked  well.  Apparently  his 
main  reason  for  opposing  the  suggestion  was  that  it 
“ tended  to  communism.”  He  repeated  these  reasons 
in  opposing  a proposal  of  graduation  in.  1860. 

6.  The  Chairman  of  the  Select  Committee  of  1861, 
Mr.  Hubbard,  opposed  a graduated  Income  Tax  as 
partaking  of  the  “ errors  of  Socialism,”  while  J.  S. 
Mill,  in  his  evidence,  also  spoke  of  “ the  small  amount 


of  justice  that  there  is  in  the  theory  of  a graduated 
Income  Tax,  which  appears  to  me  to  be  otherwise  an 
entirely  unjust  mode  of  taxation,  and,  in  fact, 
graduated  robbery.” 

7.  In  1863  an  abatement  of  £60  was  allowed  from 
all  incomes  amounting  to  £100  but  under  £200,  in 
substitution  of  the  abatement  of  tax  allowed  in  1853. 
In  1872,  having  another  substantial  surplus,  the 
Chanoellor  increased  the  abatement  to  £80  in  order 
to  counterbalance  the  pressure  of  indirect  taxation 
on  small  incomes  and  the  great  increase  in  the  cost  of 
living.  In  1876  exemption  was  allowed  to  incomes 
not  exceeding  £150,  and  an  abatement  of  £120  to 
incomes  exceeding  £150  but  not  exceeding  £400. 
These  changes  aroused  a good  deal  of  protest  in  the 
House  of  Commons  on  the  part  of  those  who  regarded 
graduation  with  disfavour.  One  member  said  that 
“ once  they  began  to  make  arbitrary  exemptions 

. they  were  laying,  without  perhaps  intend- 
ing it,  the  sure  foundation  of  a graduated  Income 
Tax.”  Another  considered  the  proposal  “ a dangerous 
precedent  of  diminishing  responsibility  where  it  ought 
to  exist,  and  in  affording  a specious  argument  in 
favour  of  the  popular  fallacy — progressive  taxation.” 
Mr.  Hubbard  also  objected  to  the  extension  of  the 
exemption  and  abatement  limits — “ the  tax  being 
levied  for  the  benefit  of  the  whole  community,  it 
should  be  levied  upon  everyone  in  the  same  propor- 
tion.” 

8.  But  the  fierce  moral  indignation  that  the  bare 
mention  of  graduation  used  to  evoke  had  by  this 
time  largely  died  away  beyond  the  possibility  of 
revival.  Even  in  1863  Mr.  Gladstone,  who  was 
against  both  differentiation  and  graduation,  told  Mr. 
Hubbard  that  he  would  no  doubt  be  shocked  to  learn 
that  in  his  (Gladstone’s)  opinion  there  was  more  to  be 
said  for  graduation  than  for  Hubbard’s  scheme  of 
differentiation;  and  as  time  went  on  it  became  in- 
creasingly evident  that  the  old  unreasoning  opposi- 
tion could  not  be  maintained  in  the  face  of  modern 
and  more  scientific  doctrines  of  taxation. 

9.  In  the  year  1890  Sir  William  Harcourt  confessed 
his  belief  in  the  principle  of  graduation.  “ The  rate 
at  which  the  tax  should  be  levied,”  he  declared, 
“ should  be  less  in  the  case  of  persons  with  small 
incomes.  ...  I believe  that  it  is  a sound  principle 
of  finance.” 

In  1894,  when  he  had  become  Chancellor  of  the 
Exchequer,  he  was  able  to  take  a further  step  in  the 
application  of  the  principle  to  the  lower  ranges  of 
income.  He  raised  the  exemption  limit  to  £160, 
allowed  an  abatement  of  £160  to  incomes  not  exceed- 
ing £400,  and  an  abatement  of  £100  to  incomes 
exceeding  £400  but  not  exceeding  £500.  In  sub- 
mitting his  proposals  he  said  that  he  was  in  favour  of 
the  graduation  of  the  tax  on  the  higher  incomes  also 
— “ in  principle  there  is  nothing  to  be  said  against 
such  a system ; indeed,  there  is  every  argument  in  its 
favour.  The  difficulties  which  lie  in  the  way  are  of  an 
administrative  and  practical  nature,  which,  as  yet,  I 
have  not  been  able  to  find  means  to  overcome.”  It 
would  appear  that  Sir  Wm.  Harcourt  had  examined 
a proposal  for  an  additional  tax  on  large  incomes  on 
the  lines  of  the  present  Super-tax,  but  that  his  ad- 
visers had  dissuaded  him  from  adopting  the  plan  on 
the  ground  of  practical  difficulty. 

10.  The  abatement  system  was  extended  in  1898  by 
the  allowance  of  an  abatement  of  £150  to  incomes  not 
exceeding  £500,  an  abatement  of  £120  to  incomes  not 
exceeding  £600,  and  an  abatement  of  £70  to  incomes 
not  exceeding  £700. 

11.  Considerable  pressure  was  exerted  in  1901  for 
an  extension  of  graduation  by  abatement  to  incomes 
of  £1,000  and  more,  but  Sir  Wm.  Harcourt  thought 
that  the  limit  had  been  reached  for  graduation  by 
abatements.  “ What  we  have  to  look  to  is  a higher 
scale  for  the  richer  people.  That  will  be  the  tendency 
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of  the  alteration  of  the  income  tax.”  While  he 
agreed  in  theory  with  the  principle  of  graduation  in 
the  rate,  he  thought  the  “ practical  difficulty  made  a 
graduated  Income  Tax  “ administratively  impossible.” 
He  was  afraid  that  it  could  be  carried  out  only  by 
relinquishing  the  system  of  taxation  at  the  source, 
and  adopting  a system  of  personal  return  and  direct 
assessment  for  the  whole  income. 

12.  From  this  time  onward  the  feeling  grew  that 
the  administrative  difficulties  that  had  seemed  insuper- 
able to  Sir  Wm.  Harcourt  were  capable  of  solution 
if  properly  handled,  and  that  graduation  was  not 
necessarily  incompatible  with  the  retention  of  taxation 
at  the  source.  For  example,  in  1902  Mr.  Trevelyan 
foreshadowed  the  future  Super-tax  when  he  proposed 
an  additional  graduated  Income  Tax  on  incomes 
exceeding  £5,000,  and  in  1905  a scheme  was  put 
forward  of  a minimum  tax  payable  at  the  source,  and 
in  addition  a graduated  tax  based  on  personal  returns 
of  total  income. 

Then  in  1906  Mr.  Asquith,  in  opening  his  Budget 
Statement,  declared  that  there  were  two  familiar,  and 
in  point  of  justice  and  economic  principle,  valid 
objections  to  the  incidence  of  the  tax.  One  of  these 
objections  was  the  absence  of  differentiation  between 
precarious  and  permanent  incomes;  the  other  was 
that  above  the  limits  of  exemption  and  abatement 
the  tax  was  levied  at  a uniform  rate.  He  announced 
that  the  new  Government  had  decided  to  set  up  a 
Select  Committee  to  consider  the  practicability  of 
both  differentiation  and  graduation. 

13.  The  Select  Committee  of  1906  (Sir  Charles  Dilke, 
Chairman),  which  Was  appointed  solely  to  deal  with 
the  two  questions  of  graduation  and  differentiation, 
took  much  evidence  on  the  subject  of  graduation  and 
found  on  the  whole  but  little  opposition  to  the  prin- 
ciple. Sir  H.  Primrose  expressed  some  fear  that 
graduation  with  high  rates  might  drive  capital  out 
of  the  country  and  doubted  whether  a Super-tax  on 
incomes  over  £5,000  could  be  effectively  levied.  Sir  T. 
Hewitt  thought  graduation  could  only  be  effected  by 
degression,  that  is,  by  an  extension  of  the  present 
system  of  abatements,  otherwise  it  would  be  unwork- 
able. Mr.  Gayler  emphasized  the  difficulties  of  check- 
ing returns  of  total  income  where  the  incomes  were 
large.  The  difficulties  of  administration  and  the  ob- 
jection to  inquisitorial  methods  were  emphasized,  but 
the  old  note  of  bitter  hostility  to  the  mere  idea  of 
graduation  had  faded  away. 

14.  Three  of  the  unofficial  witnesses,  Messrs  Harold 
Cox,  Chiozza  Money,  and  Snowden,  brought  forward 
schemes  which  included  graduation  in  various  degrees 
Mr.  Cox  proposed  graduation  rising  from  Id.  in  the  £ 
at  the  bottom  of  the  scale  of  income  to  the  full  rate 
at  £1,500.  He  would  have  abolished  the  exemption 
limit  altogether  and  gone  down  to  zero:  this  doing 
away  with  exemption  was  coupled  in  his  scheme  with 
the  abolition  of  indirect  taxation  which  pressed  heavily 
on  the  smallest  incomes,  and  he  admitted  that  the 
extension  of  Income  Tax  to  all  incomes  however  small 
would  involve  an  enormous  amount  of  labour.  He 
thought  it  not  worth  while  to  carry  the  graduation 
beyond  £1,500  a year,  on  the  ground  that  both  as 
regards  number  and  amount  the  incomes  over  that 
limit'  were  not  worth  special  treatment. 

Mr.  Chiozza  Money’s  scheme  graduated  incomes 
between  £100  and  £25,000  by  successive  stages,  with 
separate  scales  for  earned  and  for  unearned  incomes, 
which  are  printed  on  p.  64  of  the  Report.  Abate- 
ments were  to  be  swept  away,  their  place  being  taken 
by  graduation  of  the  rate  for  earned  incomes  up  to 
£1,000;  unearned  incomes  were  to  pay  at  the  normal 
rate  up  .to  £1,000  without  graduation  and  without 
abatements;  above  £1,000  both  earned  and  unearned 
incomes  were  graduated  up  to  a limit  of  £25.000. 
above  which  all  income  paid  on  twice  the  normal  rate. 
Deduction  at  the  source  would  take  place  at  the 
normal  rate,  and  the  additional  liability  under  the 
scale  would  be  assessed  directly  upon  the  taxpayer 
after  receipt  of  a statement  of  his  income  from  all 
sources. 

Mr.  Snowden  proposed  to  extend  the  abatement 
system  from  £700  to  the  £1,000  limit,  and  to  charge 
an  additional  tax  on  incomes  above  £5,000.  He  ex- 
plained that  he  would  begin  the  Super-tax  at  £5,000, 
because  by  that  means  the  initial  difficulties  of  any 
such  plan  would  be  lessened ; afterwards,  when  the 
scheme  was  on  its  feet,  the  Super-tax  could  be  gradu- 
ally worked  down  the  scale  of  incomes. 


15.  The  Committee  in  their  Report  noted  the  fact 
that  graduation  up  to  £700  was  already  in  force  by 
means  of  the  system  of  abatements,  and  considered 
the  practicability  of  the  extension  of  the  principle. 

They  decided  that  graduation  by  abatement  might 
be  carried  up  to  £1,000  ‘‘or  even  more,”  but  that  it 
could  not  be  carried  very  far,  mainly  on  account  of 
the  number  of  repayment  claims  it  would  necessitate. 

They  were  convinced  that  direct  personal  assessment 
for  the  whole  tax , involving  the  abolition  of  taxation 
at  the  source,  was  not  practicable  in  the  sense  of 
being  expedient  or  desirable.  But  they  were  of 
opinion  that  a Super-tax  on  the  larger  incomes,  i.e.,  a 
second  Income  Tax  distinct  from  and  supplementary 
to  the  existing  tax,  to  be  assessed  direct  upon  the  tax- 
payer on  a statement  of  his  income  from  all  sources, 
was  practicable,  though  it  was  not  without  disadvan- 
tages and  difficulties. 

(The  full  text  of  the  Committee’s  Report  on  this 
part  of  their  subject  is  given  as  an  Enclosure.) 

16.  These  recommendations  of  the  Committee  of  1906 
were  not  immediately  translated  into  law.  Differen 
tiation  between  the  rates  on  earned  and  unearned 
incomes  was  carried  out  in  1907  on  the  lines  laid 
down  by  the  Committee.  This  having  been  accom- 
plished, graduation  of  the  larger  incomes  followed  in 

1909  in  the  form,  approved  by  the  Committee,  of  a io  Edw.  7 
Super-tax  on  incomes  over  £5.000,  an  additional  tax  s-06* 
of  6d.  in  the  £ being  imposed  by  direct'  assessment 
on  the  amount  by  which  the  income  exceeded  £3,000. 

The  extension  of  the  system  of  abatements  which  the 
Committee  had  reported  upon  favourably  was  not 
adopted,  but  a new  step  was  introduced  into  the  rates 
on  earned  income,  incomes  of  that  class  paying  9 d.  up 
to  a total  income  limit  of  £2,000,  Is.  up  to  £3,000,  and 
the  full  rate  above  that  amount.  The  position  after 
the  1909—10  Act  was,  therefore,  that  there  was  gradu- 
ation by  exemption  and  abatements  of  all  incomes 
not  exceeding  £700,  graduation  bv  rate  in  the  case  of 
earned  incomes  only  up  to  £3.000.  no  graduation  ' 
between  £3,000  and  £5,000,  and  finally  graduation  by 
Super-tax  on  incomes  above  £5,000. 

17.  This  position  continued  until  1914  without 
change,  but  the  first  Finance  Act  of  that  year,  the  last  4 & 5 Geo 
Finance  Act  passed  before  the  outbreak  of  war,  car-  c.  10. 
ried  the  principles  of  graduation  very  much  further. 

Hitherto  the  graduation  had  been  almost  entirely  con- 
fined to  the  incomes  at  the  two  extremes  of  the  scale ; 

now  the  middle  incomes  were  dealt  with,  though  only 
in  a partial  fashion.  The  rate  on  earned  incomes  rose 
by  five  steps  instead  of  three  to  the  maximum  rate, 
which  was  reached  above  £2,500 ; unearned  incomes 
went  by  three  steps  to  the  maximum  rate  which  was 
charged  on  incomes  over  £500.  The  Super-tax  limit 
was  reduced  from  £5,000  to  £3,000,  and  the  Super-tax. 
instead  of  being  charged  at  a uniform  flat  rate  of  6 d., 
was  charged  at  seven  rates  rising  from  5 d.  to  Is.  4 d. 
in  the  £. 

18.  The  total  exemption  limit  was  reduced  in  1915  s&oGeo. 
from  £160  to  £130.  and  at  the  same  time  the  abate-  c.89,s .21. 
ments  on  incomes  not  exceeding  £600  were  decreased. 

but'  no  new  improvement  was  made  in  the  general 
graduated  scale  of  rates.*  The  weak  point  in  the 
system  at  this  time  was  in  the  scale  for  unearned 
incomes,  there  being  no  increase  in  the  unearned  rate 
between  £500  and  £3,000,  the  point  above  which  the 
Super-tax  began  to  apply.  For  example,  an  unearned 
income  of  £701  paid  ordinary  Income  Tax  at  the 
highest  possible  rate  without  any  abatement.  When 
the  normal  rate  was  raised  from  3s.  to  5s.  in  the  year 
1916,  it  was  recognized  that  to  apply  the  full  5s.  rate 
on  an  income  so  low  in  the  scale  as  £701  would  have 
been  an  act  of  great  severity,  so  two  new  degrees  were 
made  in  the  unearned  scale,  the  full  rate  of  5s.  not 
applying  until  the  £2,000  mark  was  pnssed. 

19.  There  was  no  further  change  in  1917,  nor,  except 
in  the  rates  themselves,  in  1918 — there  being  still  six 
rates  for  earned  incomes  rising  to  the  full  6s.  rate 
when  the  total  income  exceeded  £2,500,  and  five  rates 
for  unearned  incomes  rising  to  the  full  6s.  rate  when 
the  total  income  exceeded  £2,000.  Butt  the  Finance 
Act  of  1918  made  the  graduation  more  complete  by 


* Special  rates  on  the  pay  of  soldiers  and  sailors,  etc.,  were 
granted  in  1915  and  exteuded  in  1916  and  1917,  hut  these  are  of  a 
temporary  character,  and  do  not  affect  the  general  development 
of  graduation  as  applied  to  ordinary  incomes. 
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bringing  down  the  limit  above  which  Super-tax  be- 
comes payable  to  £2,500,  and  by  levying  the  Super -tax 
on  the  excess  of  the  income  over  £2,000  on  a scale 
gradually  ascending  until  the  maximum  rate  of  4s.  6 d. 
is  applied  only  to  the  excess  of  the  income  over 
£10,000. 

20.  The  results  of  the  present  system  of  graduation 
(a)  by  abatement,  (6)  by  a scale  of  Income  Tax  rates, 
and  (c)  by  Super-tax,  is  shown  in  the  Tables  in 
the  Memorandum  on  the  Existing  Income  Tax  System, 
[see  App.  p.  6.],  which  show  a series  of  effective  rates 
running  from  2d.  in  the  £ on  an  income  of  £131  to 
10s.  4 d.  in  the  £ on  an  income  of  £150,000.  Owing 
to  the  nature  of  the  methods  adopted  for  giving 


effect  to  graduation  the  rise  in  the  effective  rate  is 
not  uniform  or  Bmooth;  at  every  point  where  an 
abatement  diminishes  or  ceases,  and  at  every  point 
where  a new  rate  of  Income  Tax  applies,  there  is  a 
sudden  upward  jump  in  the  effective  rate.  This  de-  6 & 7 Geo 
feet  has  been  partly  met  by  a device  in  the  Finance  c--b  s.  32. 
Act,  1916,  section  32  of  which  smoothed  the  curve  of 
the  graduation  at  these  awkward  points  by  providing 
that  where  the  income  exceeded  one  of  the  limits  by 
only  a small  margin  the  taxpayer  should  only  be  re- 
quired to  pay  (a)  the  amount  he  would  have  had  to 
pay  if  his  income  had  reached  but  had  not  exceeded 
that  limit,  plus  (6)  the  amount  by  which  his  income 
exceeded  the  limit. 
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EXTRACT  FROM  REPORT  OF  SELECT 
COMMITTEE,  1906. 

Graduation. 

4.  The  income  tax  is  already  graduated  by  abate- 
ment in  the  case  of  incomes  not  exceeding  £700  a 
year.  It  remained  for  your  Committee  to  consider 
whether  graduation  oould  be  made  universal  or  ex- 
tended, and  in  that  event  by  what  means  and  within 
what  limits  the  extension  could  be  effected  without 
prejudice  to  the  Revenue  or  the  economical  adminis- 
tration of  the  tax. 

5.  Graduation  may  be  effected  in  various  ways. 
First,  there  is  the  method  of  collecting  the  whole  of 
the  tax  directly  from  each  person  upon  his  own 
declaration  of  income.  If  that  system  were  adopted 
it  would  be  easy  to  levy  a graduated  rate  of  tax 
according  to  the  total  net  income  of  the  individual. 
Such  a'  course  would  involve,  however,  the  abandon- 
ment of  the  principle  which  is  known  as  “ collection 
at  the  source.”  The  importance  of  retaining  in  our 
Revenue  system  a principle  which  is  mainly  respon- 
sible for  the  present  development  of  the  tax  and  the 
ease  with  which  it  is  collected,  and  the  extreme  un- 
desirability of  doing  anything  which  would  reduce  its 
efficiency,  can  scarcely  be  over-estimated.  At  the 
present  time,  indeed,  something  like  two-thirds  of  the 
tax  is  collected  before  the  income  reaches  the  person 
to  whom  it  belongs,  and  without  any  information 
being  obtained  or  required  as  to  the  persons  to  whom 
it  will  go.  It  is.  interesting  to  recall  the  fact  that  a 
hundred  years  ago  we  abandoned  direct  personal 
assessment,  and  collection  at  the  source  was  substi- 
tuted, with  the  result  that  the  yield  of  the  tax  was 
almost  doubled  immediately.  In  1803  an  income  tax 
of  5 per  cent,  collected  at  the  source  yielded  within 
a very  small  amount  as  much  as  a tax  of  10  per  cent, 
did  in  1801,  when  it  was  assessed  and  collected  direct 
from  each  taxpayer. 

6.  Your  Committee  ate  convinced  that  direct  per- 
sonal assessment  for  the  whole  tax  is  not  practicable 
in  this  country,  in  the  sense  of  being  an  expedient  or 
desirable  means  of  collecting  revenue. 

7.  The  second  method  of  graduating  the  tax,  upon 
which  we  haVe  taken  much  evidence,  is  that  known 
as  £ super-tax;  that  is,  “a  second  income  tax,  dis- 
tinct from  and  supplementary  to  the  existing  tax.  to 
be  levied  on  individuals  by  direct  personal  assess- 
ment.” The  suggestion  which  has  come  most  promi- 
nently before  us  is  that  such  general  rates  of  tax  as 
may  from  time  to  time  be  determined  should  be  col- 
lected at  the  source  as  at  present,  but  that  all  persons 
whose  total  net  annual  income  amounted  to,  say, 
£5,000  should  be  required  to  make  a separate  return 
showing  the  amount  of  their  income.  Upon  the  in- 
come so  disclosed,  an  additional  tax  would  be  levied, 
which  would  bo  graduated  according  to  the  total 
amount  of  the  person’s  income. 

8.  It  will  be  seen  that  this  is  a'  combination  of  the 
method  of  a direct  personal  tax  with  that  of  taxation 
at  the  source.  That  portion  of  the  tax  which  is  new 
and  additional  would  be  a direct  personal  tax,  and 
some  of  the  objections  which  have  already  been  urged 
against  the  adoption  of  a direct  personal  tax  in  place 


of  the  system  of  collection  at  the  source  apply  to  this 
proposal.  They  are  modified,  however,  to  the  extent 
that  the  tax  which  is  now  collected  at  the  source  would 
oontinue  to  be  so  collected,  and  consequently  there 
would  be  no  loss  of  revenue  there  as  the  result  of 
failure  to  obtain  full  disclosure  for  the  direct  personal 
tax. 

9.  This  proposal,  in  common  with  all  proposals  for 
direct  personal  assessment  of  the  whole  income,  re- 
quires that  a full  statement  of  individual  net  income 
should  be  obtained  from  all  persons  upon  whom  the 
super-tax  .would  be  levied.  It  is  true  that,  at  the 
present  time,  about  700,000  persons  do  make  a decla- 
ration of  the  amount  of  their  net  annual  income. 
They  are  people  with  a total  net  income  not  exceeding 
£700  a year,  and  they  make  the  declaration  in  order 
to  obtain  the  abatement  which  the  law  allows  upon 
such  incomes.  But  it  does  not  follow  that  other 
people  with  much  larger  and  more  complicated  in- 
comes would  be  equally  willing  to  declare  their  actual 
income  when  the  object  for  which  the  declaration  was 
required  was  that  an  additional  tax  should  be  levied 
upon  them.  It  is  one  thing  to  require  that  informa- 
tion must  be  given  before  taxation  can  be  reduced. 
To  demand  the  information  with  a view  to  increasing 
the  taxation  of  those  who  supply  it  is  totally  different. 

10.  The  difficulty  of  discovering  who  had  an  income 
of  £5,000  a year  or  more  and  ought  to  make  a return 
has  been  insisted  upon  by  several  of  the  official  wit- 
nesses. But  we  think  that  the  difficulties  have  been 
exaggerated.  In  most  parts  of  the  country  the  sur- 
veyors of  taxes  would  probably  know  who  are  likely  to 
be  enjoying  large  incomes.  There  would  also  no  doubt 
be  difficulty  in  checking  the  accuracy  of  the  declara- 
tions. Here,  again,  time  would  be  required.  But  it 
would  be  seldom  necessary  to  take  action  a second  time 
against  any  taxpayer  whose  return  had  once  been 
found  incorrect.  When  a certain  amount  of  trouble 
hiad  been  expended  on  a limited  number  of  cases,  and 
penalties  imposed  for  attempts  at  evasion,  the  incen- 
tive to  oorrect  returns  would,  in  our  opinion,  be 
sufficient.  If,  moreover,  the  penalties  for  attempting 
fraudulently  to  evade  the  tax  were  made  heavier  and 
especially  if  publicity  were  given  to  such  cases,  there 
would  be  strong  reason  for  avoiding  exposure.  The 
Departmental  Committee  of  1004  reported  in  1905 
that  the  powers  given  by  the  law  are  inadequate. 
They  wished  that  it  should  be  made  obligatory  on 
every  “ individual  who  receives  an  income  tax  form 
to  fill  it  up  and  to  return  it  (even  though  the  entry 
required  be  no  more  than  ‘ Nil  ’).”  Your  Committee 
endorse  this  view. 

11.  Your  Committee  are,  therefore,  of  opinion  that 
a super-tax  upon  the  larger  incomes  is  practicable. 
But  it  offers  some  disadvantages  and  difficulties  which 
have  been  pointed  out. 

12.  The  third  method  of  graduation  to  which  your 
Committee  have  directed  considerable  attention  is 
that  of  graduation  by  degression,  which  might  take 
the  form  of  extending  the  existing  system  of  abate- 
ments, or  of  charging  a lower  rate  of  tax.  Obviousiv 
degression  by  abatement  is  practicable,  because  it  is 
now  in  operation  and  has  worked  smoothly  for  a long 
time.  The  point  to  be  considered  is — how  far  could 
it  be  extended,  if  it  were  desired  to  do  so,  without 
introducing  serious  difficulties  and  objections  V 
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13.  Your  Committee  assume  that  whatever  altera- 
tions may  be  made  in  the  incidence  of  the  income  tax 
as  regards  individuals,  it  is  not  desirable  that  the 
total  revenue  to  be  derived  from  that  tax  should  be 
less  than  it  would  be  under  existing  conditions.  In- 
deed, it  is  well  known  that  many  people  advocate  a 
graduation  of  the  tax  quite  as  much  as  a means  of 
increasing  its  total  yield  as  of  easing  the  burden  of  it 
upon  the  smaller  incomes ; and  we  have  taken  evidence 
in  exposition  of  that  view.  It  is  clear,  then,  that  even 
if  there  is  to  be  no  increase  in  the  total  yield  of  the 
tax,  the  tax  on  the  incomes  in  the  higher  portions  of 
the  graduated  scale  must  he  raised  to  a rate  which 
would  compensate  for  all  loss  of  revenue  resulting  from 
the  reduction  of  the  rate  on  incomes  in  the  lower 
portions  of  the  scale;  and  the  further  graduation  is 
extended,  the  higher  must  the  rate  of  tax  he  made 
on  the  incomes  above  the  limit  to  which  it  is  carried. 
Moreover,  the  further  graduation  is  carried,  and  the 
higher  the  normal  or  foundation  rate  of  tax  is  thereby 
made,  the  larger  will  be  the  amount  of  money  that  will 
be  collected  and  then  returned  to  those  who  are 
entitled  to  an  abatement. 

14.  Theoretically,  graduation  by  abatement  from 
all  incomes  below  the  largest  is  possible.  It  would, 
however,  in  practice  involve  direct  personal  declara- 
tions of  net  income  from  every  income  taxpayer,  and 
would,  therefore,  be  open  to  some  of  the  objections 
already  described.  The  task  of  dealing  with  such  an 
additional  mass  of  claims  for  abatement  as  would 
result  from  a practically  universal  application  of  the 
system  would  be  very  heavy,  especially  as  they  would 
be  far  more  complicated  than  those  which  now  arise 
on  the  smaller  incomes.  A corresponding  a'mount  of 
trouble  would  be  thrown  upon  those  who  claimed 
abatement,  and  the  loss  of  time  and  the  irritation 
caused  in  connection  with  the  preparation  and  justifi- 
cation of  those  claims,  combined  with  the  very  much 
higher  rate  of  tax  levied  on  the  incomes  in  the  higher 
portions  of  the  scale,  would  arouse  a feeling  of 
resentment  against  the  tax  which  it  is  very  desirable 
to  avoid. 

15.  Finally,  there  are  obvious  objections  to  collect- 
ing from  the  public  an  enormous  sum  of  money  which 
must  subsequently  be  returned  to  them.  In  every  case 
where  the  tax  is  collected  at  the  source,  the  maximum 
tax  would  have  to  be  paid.  If,  then.  £40,000  a year 


were  taken  as  the  maximum  income  beyond  which 
graduation  should  not  be  carried,  it  would  be  necess- 
ary, in  order  to  get  the  maximum  tax  out  of  some 
250  persons,  to  collect  the  maximum  rate  on 
£450,000,000  of  income  and  then  to  return  part  of 
the  tax  which  had  been  collected  on  all  but  about 
£20,000,000  of  that  amount.  The  collection  of  so 
large  an  amount  in  excess  of  what  was  really  required 
would1  be  a serious  inconvenience  and  a genuine 
ground  of  grievance  to  the  large  number  of  people 
who  would  have  to  provide  it,  and  the  unnecessary 
withdrawal  of  a vast  sum  of  money  from  profitable 
employment  in  all  parts  of  the  country  could  not 
fail  to  interfere  injuriously  with  the  ordinary  opera- 
tions of  commerce. 

16.  Your  Committee  are  aware  that  out  of  a total 
of  about  1,100,000  people  with  an  income  of  nearly 
£700,000,000  abatements  are  now  allowed  on  the 
incomes  of  700,000  people  with  a total  income  of 
about  £250,000,000.  But  these  cases,  we  understand, 
present  comparatively  few  difficulties.  In  many 
instances  the  tax  is  collected  direct  and  the  abate- 
ment is  allowed  at  the  time  of  collection.  We  are 
informed  tliat  the  amount  at  present  collected  for 
income  tax  and  subsequently  returned  on  account  of 
exemptions  and  abatement  by  reason  of  the  amount 
of  income  does  not  exceed  £1,600,000  a year. 

17.  Your  Committee  are  of  opinion  that  further 
graduation  by  means  of  degression  on  the  lines  of  the 
present  abatement  is  practicable.  But  there  are 
limits  beyond  which  it  cannot  conveniently  and  use- 
fully be  extended.  Those  limits  will  be  reached 
when  the  total  amount  of  the  abatements  become  such 
as  to  require  a large  increase  in  the  normal  or  founda- 
tion rate  of  tax,  and  the  amount  of  the  income  to 
which  the  system  of  abatement  is  extended  reaches  a 
figure  which  would  involve  the  serious  inoonvenience 
to  the  taxpayers  themselves  and  to  commerce 
generally  of  collecting  large  sums  of  returnable 
money.  We  have  not  sufficient  information  before  us 
to  enable  us  to  fix  the  precise  amount  at  which 
extension  of  the  present  system  of  abatements  would 
cease  to  be  prudent  and  convenient.  Nor  is  it 
necessary  that  we  should  do  so.  It  will  probably 
suffice  if  we  express  the  opinion  that  no  serious 
difficulty  would  arise  if  the  limit  of  abatement  were 
extended  from  the  present  figure  of  £700  a year  to 
one  of  £1,000  or  even  more. 
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HISTORICAL  NOTE  ON  DIFFERENTIATION. 

1.  There  is  no  subject  of  Income  Tax  reform  that 
was  urged  earlier  or  pursued  with  greater  persistence 
than  what  came  to  be  called  the  “ differentiation  ” 
of  the  Income  Tax,  that  is,  the  imposing  of  a smaller 
charge  on  earned  or  industrial  incomes  than  on  un- 
earned or  spontaneous  incomes,  and  it  is  rather 
remarkable  that  an  agitation  that  began  as  soon  as 
Pitt  introduced  his  Bill  in  1798  and  was  carried  on 
by  a devoted  succession  of  enthusiasts  throughout 
the  whole  of  the  following  century  did  not  attain  its 
legislative  end  until  1907. 

2.  The  position  of  those  who  favoured  this  plan  was 
put  in  a nutshell  by  a member  of  the  House  during 
the  debate  on  Pitt’s  Bill  in  December,  1798,  when  he 
declared  that  “ the  man  who  had  an  income  of 
£1,000  per  annum  arising  from  capital,  and  the  man 
who  gained  the  same  annual  sum  by  a profession  or 
by  business,  surely  ought  not  to  be  assessed  in  the 
same  degree.”  To  modern  ears  this  may  sound 
axiomatic,  but  to  Pitt  it  was  revolutionary — “ To 
complain  of  this  inequality  is  to  complain  of  the 
distribution  of  property;  it  is  to  complain  of  the 
constitution  of  society.  To  attempt  to  remedy  it 
would  be  to  follow  the  example  of  that  daring  rabble 
of  legislators  in  another  country.” 


3.  In  1803  it  was  proposed  to  limit  the  grant  of 
exemption  and  abatements  to  small  industrial  in- 
comes and  to  refuse  any  exemption  to  incomes, 
however  small,  derived  from  property  and  interest. 
Pitt,  now  in  opposition,  thought  this  early  attempt 
at  differentiation  “ the  very  reverse  of  wisdom,”  and 
the  Government  gave  way ; but  in  1806  the  exemption 
of  small  incomes  was  confined  to  earned  incomes,  and 
this  was  defended  on  differentiation  grounds  by  Lord 
Henry  Petty,  who  said  that  it  was  his  intention  in 
the  formation  of  the  Act  to  make  a material  distinc- 
tion between  those  who  were  in  possession  of  perman- 
ent property  and  those  who  had  only  a casual  income 
derived  from  labour. 

4.  When  the  Income  Tax  was  reimposed  by  Peel 
in  1842  his  Bill  contained  no  element  of  differen- 
tiation, and  opposition  was  at  once  raised.  Lord 
Brougham,  for  example,  wanted  professional  incomes 
to  be  charged  at  half  the  normal  rate.  Among  others, 
Mr.  Hume,  M.P.,  now  began  to  be  vocal  on  this  point, 
but  he  had  a plan  for  capitalizing  all  incomes  and 
charging  the  tax  on  the  supposed  interest  of  the 
supposed  capital.  Peel  would  have  none  of  these 
refinements,  insisting  on  the  anomalies  that  would 
still  remain  and  the  further  inequalities  that  would 
be  created  by  the  adoption  of  any  of  the  proposed 
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schemes.  The  advocates  of  change  continued  their 
crusade  after  1842,  gaining  such  important  recruits 
as  Bright  and  Cobden,  and  on  the  2nd  May,  1851, 
Hume  moved  for  the  appointment  of  a Select  Com- 
mittee. By  this  time  he  and  his  friends  had  made 
such  headway  with  their  theories  that,  as  Gladstone 
admitted  afterwards,  “ the  public  mind  was  disposed 
to  fasten  on  something  of  the  kind,  and  it  was  only  on 
the  condition  of  granting  the  Committee’  that  my 
right  honourable  friend  who  was  the  Chancellor  of  the 
Exchequer  at  the  time  then  obtained  a renewal  of 
the  Income  Tax.” 

5.  The  Select  Committee  of  1851  (re-appointed  in 
1852)  concerned  itself  mainly  with  the  problem  of 
differentiation.  With  few  exceptions  the  witnesses 
were  in  favour  of  the  principle,  though  there  was 
much  diversity  of  view  as  to  the  mode  of  giving  effect 
to  it.  J ohn  Stuart  Mill’s  theory  was  that  savings  out 
of  income  should  he  exempted ; some  were  for  charg- 
ing temporary  incomes  at  less  than  the  full  rate ; hut 
most  of  the  evidence  ran  on  the  lines  of  Hume’s  plan 
of  capitalizing  incomes.  Hume,  who  was  the  Chair- 
man of  the  Committee,  submitted  a draft  report 
suggesting  that  the  tax  should  be  charged  in  accord- 
ance with  the  value  of  the  property,  the  nature  of  its 
tenure,  and  the  age  of  the  owner,  but  he  did  not 
carry  his  Committee  with  him  and  in  the  end  the 
evidence  was  submitted  to  Parliament  without  any 
recommendations. 

6.  The  failure  of  this  plan,  which  Gladstone 
referred  to  later  as  "a  consistent  attempt  ....  by 
bold  and  resolute  men,  who  did  not  flinch  from  any 
difficulties,  to  reduce  this  principle  into  practice,” 
put  an  end  to  the  prospect  of  differentiating  by  means 
of  capitalizing  inoomes ; but  the  strong  desire  to 
achieve  the  same  end  if  necessary  hv  another  method 
induced  Disraeli  at  the  end  of  1852  to  propose,  as 
Chancellor,  a definite  scheme  of  differentiation  by 
charging  incomes  under  Schedules  B,  D and  E (that 
is,  roughly  speaking,  all  incomes  except  those  from 
real  property  and  Government  securities)  at  three- 
quarters  of  the  full  rate.  The  Government  fell, 
however,  before  Disraeli  could  carry  out  his  intention, 
and  Gladstone  became  Chancellor. 

7.  Gladstone’s  Act  of  1853  revived  the  allowance  for 
Life  Insurance  premiums  as  a concession  to  the 
demand  for  differentiation,  and  he  contended  that 
this  allowance,  combined  with  the  effect  of  the  legacy 
duty,  and  with  the  faqt  that  property  paid  tax  on 
its  gross  rental  and  not  on  the  net  income,  carried  the 
principle  of  differentiation  as  far  as  was  reasonable. 
The  reformers  were  not  satisfied,  and  continued  the 
fight.  On  the  19th  February,  1861,  Mr.  Hubbard, 
M.P.,  Governor  of  the  Bank  of  England,  moved  for 
another  Select  Committee,  voicing  what  he  called  the 
“ universal  feeling  ” that  something  should  be  done 
for  industrial  incomes.  Hubbard  admitted  that 
Hume’s  plan  was  too  intricate  to  be  practicable,  but 
he  had  a plan  of  his  own  which  he  naturally  thought 
was  not  open  to  the  same  objection.  In  spite  of 
Gladstone’s  opposition  his  motion  was  carried  by  131 
to  127.  and  the  Select  Committee  of  1861  was  set  up 
with  Hubbard  in  the  chair. 

8.  Hubbard’s  main  idea,  which  he  elaborated  in  a 
long  draft  Report,  was  to  reduce  gross  incomes  to 
net  by  a system  of  average  allowances,  and  then  to 
charge  “ industrial  ” incomes  only  on  two-thirds  of 
their  amount.  Many  witnesses  approved  of  his  plan : 
Newmarch  (352)  agreed  that  industrial  incomes  should 
pay  on  two-thirds ; so  did  Webster  (3226) : Coleman 
(3120)  considered  that  there  should  be  at  least  40 
per  cent,  between  the  two  classes ; J ohn  Stuart  Mill 
would  have  preferred  a more  elaborate  classification, 
but  agreed  that  “ if  the  line  had  to  be  drawn  wi+h 
great  simplicity  it  ought  to  be  drawn  where  the  Chair- 
man draws  it  ” (3704),  as  this  plan  would  not  onlv 
cover  the  majority  of  cases  that  had  any  claim,  but 
also  the  strongest  cases  (3572).  When  the  Committee 
considered  the  draft  report  Hubbard  encountered  the 
strongest  opposition.  Lowe  was  wholly  against 
differentiation  (see  his  draft  report),  and  so 
apoarentlv  were  most  of  the  other  members.  In  the 
end  they  made  no  recommendation  on  the  point. 

9.  This  defeat  did  not  quench  Hubbard’s  zeal.  For 
at  least  a quarter  of  a century  he  continued  with 
admirable  persistence  to  preach  his  doctrine  in  suite 
of  constant  Ministerial  opposition,  and  after  him 
other  members  took  up  the  fight  and  pressed  reform 
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upon  successive  Chancellors,  until  finally,  in  1906,  a 
third  Select  Committee  was  appointed,  with  Sir 
Charles  Dilke  as  chairman. 

10.  The  Select  Committee  of  1906  was  appointed  to  s.C.  1906, 
consider  (in  addition  to  graduation)  the  practica-  Report,  p.  ii. 
bility  of  “differentiating  . . . between  Permanent  and 
Precarious  incomes.”  During  the  hearing  of  the 
evidence  other  terms  were  used  to.  express  the  two 
categories  of  income  that  were  under  discussion ; 
incomes  were  classed  as  “ industrial  ” and  “ spon- 
taneous ” incomes,  “ earned  ” and  “ unearned  ” 
incomes,  and  it  was  this  last  antithesis  that  came  to 

be  generally  employed  and  that  was  finally  adopted 
for  use  in  the  Committee’s  recommendations. 

11.  The  Committee  heard  a good  deal  of  testimony 
intended  to  show  that  a certain  amount  of  differen- 
tiation was  already  in  effect  produced  by  the  inci- 
dence of  the  Death  Duties — see  for  example  Mr. 

Bernard  Mallet’s  evidence  at  293,  etc.,  and  the  tables  S.C.  1906, 

in  Appendix  No.  1.  Sir  H.  Primrose  stated  that  in  EePort'P'  0 • 
his  opinion  the  degree  of  differentiation  so  produced 
was  sufficient  though  Mr.  Mallet  admitted  that  the 
argument  on  these  lines  failed  in  cases  where  property 
was  divided  during  life  and  no  death  duties  were 
charged  on  it  (283).  Sir  Thomas  Hewitt  thought  that 
differentiation  was  either  impossible  or  very  difficult 
(2253/4). 

12.  Mr.  Harold  Cox  was  not  content  with  the 
simple  division  of  incomes  into  earned  and  unearned : 
he  wanted  to  subdivide  earned  incomes  according  as 
the  element  of  capital  entered  or  did  not  enter  into 
the  production  of  the  income.  A schoolmaster  using 
his  brain  alone  should  be  distinguished  from  a trader 
using  both  brain  and  capital  (2500).  This  would 
involve  having  at  least  two  or  three  categories  of 
earned  income  and  he  admitted  the  practical  difficul- 
ties of  such  fine  distinctions  (2510,  2593).  His 
method  of  granting  the  differentiation  to  earned 
inoomes  would  be  by  way  of  abatement  from  the 
income  and  not  by  a diminution  in  the  rate  of  the 
tax  (2491) ; and  he  saw  no  reason  why  differentia- 
tion should  not  apply  to  all  incomes  however  large 
(2499). 

13.  Mr.  Chiozza  Money’s  plan  ceased  to  differen- 
tiate between  earned  and  unearned  incomes  at  £2,500 
(594),  and  used  difference  in  rates  to  effect  his  pur- 
pose, the  difference  between  the  earned  rate  and  the 
unearned  increasing  with  some  rapidity  as  the  income 
went  down  the  scale  from  £2,500  to  £160  (see  Table 
on  p.  64  of  Report). 

14.  Mr.  Snowden  also,  on  behalf  of  the  Labour  s.C.  1906,  App. 
Party,  desired  to  charge  earned  incomes  less  than  No-  5.  P-  237. 
unearned  (1689/91),  and  Mr.  Keir  Hardie’s  paper 

made  a distinction  in  rates  between  “ earned  income  ” 
and  “ income  from  property.” 

15.  The  Committee  when  reporting  admitted  that  it 
was  not  easy  to  make  a completely  logical  division  of 
inoorne  for  the  purpose  of  differentiation  between 
earned  and  unearned  incomes,  but  they  considered 
that  it  would  be  an  acceptable  working  distinction  if 
private  traders’  incomes  were  treated  as  “ earned  ” 
and  profits  of  companies  as  “ unearned.”  Mere  super- 
vision of  invested  capital  should  not  entitle  the  income 
to  be  regarded  as  earned.  They  were  of  opinion  that 
many  practical  difficulties  would  be  avoided  by  limit- 
ing differentiation  to  incomes  not  exceeding,  say, 

£3,000  a year,  and  they  expressed  a preference  for 
effecting  the  differentiation  by  charging  the  earned 
incomes  at  a rate  less  than  the  normal  rate. 

(For  a full  text  of  the  Committee’s  recommendation 
on  this  subject  see  Enclosure.) 

16.  The  Committee’s  recommendation  was  quickly  7Edw.7,c.  13, 
acted  upon,  the  Finance  Act  of  1907  giving  relief  to  s.  19. 

“ earned  income  ” by  charging  it  at  9d.  in  the  £ 
instead  of  Is.,  provided  the  taxpayer’s  total  income 
did  not  exceed  £2,000.  the  expression  “ earned  in- 
come ” being  so  defined  as  to  exclude  the  profits  of 
sleeping  partners  and  limited  liability  companies. 

Subsequent  enactments  have  enlarged  the  application 

of  the  principle  by  successive  steps.  Thus  the  Finance  io  Edw.7,  c.  8, 

(1909-10)  Act,  1910,  which  increased  the  full  rate  to  s.  67. 

Is.  2d.,  charged  earned  incomes  up  to  £2,000  at  9d. 
as  before,  bub  gave  an  intermediate  rate  of  Is.  for 
earned  incomes  between  £2,000  and  £3,000 ; and  later 
Finance  Acts  have  further  refined  the  scale  of  rates 
until  at  the  present  time  there  are  five  rates  applicable 
to  earned  incomes  up  to  £2,500,  the  full  normal  rate 
being  reached  when  the  total  income  exceeds  that 
amount. 
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EXTRACT  FROM  REPORT  OF  SELECT 
COMMITTEE— 1906. 

Differentiation. 

18.  Before  your  Committee  considered  the  practi- 
cability of  differentiating  between  permanent  and 
precarious  incomes  they  felt  it  desirable  to  define 
clearly  the  meaning  of  the  terms  “ Permanent  ” and 
“ Precarious.”  Other  terms  which  have  been  used 
are  “ Industrial  ” and  “ Spontaneous,”  “ Earned  ” 
and  “ Unearned,”  and  incomes  resulting  from  “ In- 
vestment ” and  “ Personal  Effort.”  It  is  obvious 
that  there  are  incomes  from  investments  which  are 
not  “ Permanent.”  There  are  also  incomes  which  are 
“ Earned  ” by  “ Personal  Effort  ” which  are  less 

Precarious  ” than  many  which  are  derived  from 
investments.  Probably  the  words  “ Earned  ” and 
“ Unearned  ” most  accurately  represent  the  distinc- 
tion we  have  in  our  minds. 

19.  Your  Committee  are  not  able  to  provide  a com- 
pletely logical  and  satisfactory  definition  of  what 
constitutes  an  earned  as  distinguished  from  an  un- 
earned income.  There  is  a large  number  of  cases 
which  for  practical  purposes  must  be  placed  under  the 
heading  “ earned,”  into  which  the  elements  of  in- 
vestment and  return  upon  capital  distinctly  enter. 
Private  traders  and  manufacturers  earn  their  income 
by  personal  effort  and  supervision  combined  with  the 
investment  of  capital  in  their  business.  The  profits 
of  public  companies  will  usually  be  regarded  as  “ un- 
earned ” and  as  being  derived  from  “ investment.” 
But  a private  trader  may  turn  his  business  into  a 
company  and  devote  as  much  personal  attention  to 
its  supervision  as  he  did  before.  The  line  of  demarca- 
tion is  not  strictly  logical  or  accurate,  but  if  the 
profits  of  private  traders  be  regarded  as  earned  and 
those  of  public  companies  and  similar  undertakings 
as  arising  from  investment,  a rough  working  distinc- 
tion would  be  established  which  would  probably  meet 
with  general  acceptance.  The  mere  supervision  of 
invested  capital  should  not  be  sufficient  to  entitle 
the  income  to  be  regarded  as  earned.  According  to 
our  view  of  the  question  the  owner  of  land  who  cul- 
tivated it  himself  would  be  regarded  as  earning  the 
income  which  he  derived  from  it ; but  the  owner  of 
an  estate  who  let  it  to  others  to  cultivate  would  not 
be  regarded  as  earning  the  net  income  which  he  de- 
rived from  the  rents  of  that  estate,  although  he  might 
act  as  his  own  steward  and  devote  much  time  to  its 
supervision. 

20.  It  appears  to  us  that  the  existing  feeling  in 
favour  of  some  differentiation  in  the  amount  of  the 
tax  levied  upon  earned  incomes  does  not  require  that 
all  incomes  irrespective  of  size  should  receive  privi- 
leged treatment.  If  some  limit  were  imposed  the  diffi- 
culty would  be  much  reduced  of  doing  substantial  jus- 
tice to  those  cases  which  are  on  the  border  line,  that  is, 
where  the  trader’s  capital  is  in  his  business  and  his 
income  may  be  regarded  as  partly  earned  and  partly 
unearned.  Speaking  generally,  the  smaller  the 
business  and  the  smaller  the  profit  derived  from  it, 
the  larger  will  be  the  proportion  of  that  profit  which 

is,  in  the  strictest  sense  of  the  term,  earned.  The 
more  extensive  and  remunerative  the  business  is,  the 
Inrger,  as  a rule,  is  the  part  which  capital  plays  in 

it.  and  the  more  practicable  and  equitable  it  will  be 
to  regard  the  profit  derived  from  it  as  an  income 
derived  from  an  investment  which  is  personally  super 


vised  as  distinguished  from  an  income  earned  Dy 
personal  effort. 

21.  Other  difficulties  and  objections  would  be 
avoided  by  limiting  differentiation  between  earned 
and  unearned  incomes  to  incomes  not  exceeding,  say, 
£3,000  a year.  Your  Committee  are  of  opinion  that 
such  differentiation  is  practicable  and  can  most  con- 
veniently be  carried  into  effect  by  charging  on  such 
incomes  a rate  of  tax  lower  than  the  normal  or 
foundation  rate.  This  class  of  income  is  almost  in- 
variably directly  assessed  and  collected.  It  would, 
therefore,  be  possible  to  charge  the  tax  directly  at  the 
reduced  rate.  Indeed,  it  might  be  made  a condition 
of  the  allowance  of  the  reduction  in  the  rate  of  the 
tax  that  the  assessment  and  payment  were  directly 
made.  In  support  of  the  limit  we  have  suggested, 
it  may  be  pointed  out  that  Mr.  Mallet  has  shown 
that  the  differentiation  effected  by  the  death  duties 
to  which  we  refer  later  in  our  Report,  in  favour 
of  inoomes  derived  from  personal  exertion,  is  least 
marked  in  the  case  of  incomes  between  £600  and 
£3,000  a year. 

22.  The  practical  working  out  of  our  suggestions, 
so  far  as  both  graduation  and  differentiation  are 
concerned,  would  be  that:  — 

1.  There  would  be  an  extension  of  the  present 

system  of  abatement  to  incomes  of  £1,000 
a year  and  possibly  more. 

2.  In  the  case  of  the  earned  portion  of  incomes 

below  the  limit  of  abatement  there  would 
be  a lower  rate  of  tax  in  addition  to  the 
reduction  in  the  amount  of  incomes  on 
which  the  tax  would  be  charged. 

3.  In  the  case  of  earned  incomes  between  the 

raised  limit  of  abatement  and  the  limit  ol 
differentiation  the  rate  of  tax  would  be 
lower  than  the  normal  rate. 

4.  The  normal  rate  of  tax  would  be  levied  upon 

incomes  from  property  and  investments 
above  the  limit  of  abatement  and  on  earned 
incomes  above  the  limit  of  differentiation. 

23.  We  desire  to  repeat  that  through  our  enquiry 
we  have  paid  chief  regard  to  the  practicability  of  any 
system  that  may  be  devised  from  the  point  of  view 
of  raising  revenue  in  a simple  and  effective  manner, 
and  of  securing  elasticity  in  time  of  national  exigency . 
We  would  point  out  that  under  such  graduation  and 
differentiation  as  we  have  suggested  it  would  be  easy 
to  effect  a substantial  increase  in  the  highest  rate  of 
tax  without  equally  increasing  the  rate  on  earned 
incomes  not  exceeding  £3,000  a year,  and  as,  owing 
to  the  extension  of  the  limit  to  which  abatement  would 
apply,  only  persons  of  substantial  means  would  pay  the 
full  rate  of  tax,  that  rate  could  the  more  readily  be 
increased.  That  is  to  say,  the  additional  burden 
could  be  placed  upon  those  who  would  be  most  able 
to  bear  it. 

24.  Your  Committee  are  of  opinion  that  a personal 
declaration  of  total  net  income  in  respect  of  which 
tax  is  payable  bv  every  one  who  may  be  called  upon 
to  make  it  should  be  compulsory,  and  would  be  of 
great  value  in  preventing  evasion  and  avoidance  of 
full  assessment,  and  in  supplying  information  on 
which  a system  of  graduation  and  differentiation 
could  be  based. 


APPENDIX  7 (c). 


57 


Appendix  No.  7 (o). 


Boabd  oe  Inland  Revenue, 

Somerset  House. 


HISTORICAL  NOTE  ON  DOUBLE  TAXATION. 


1.  In  consequence  of  the  imposition  of  an  Income 
Tax  in  India  in  1860  petitions  were  presented  to  the 
House  of  Commons  in  1861,  protesting  against  the 
double  taxation  suffered  by  residents  in  the  United 
Kingdom  who  were  liable  to  taxation  both  in  the 
United  Kingdom  and  in  India  upon  incomes  and 
profits  arising  in  India.  On  19th  March,  1861,  the 
question  was  debated  in  the  House  of  Commons  on  a 
motion  that  the  petitions  should  be  referred  to  the 
Select  Committee  on  Income  Tax  which  was  then 
sitting.  The  mover  suggested  the  following  alterna- 
tive remedies:  — 

(a)  to  exempt  from  payment  of  the  tax  in  Great 

Britain  or  in  India  all  incomes  and  profits 
which  were  already  subjected  to  the  tax  in 
the  other  country.  (The  Chancellor  of  the 
Exchequer,  in  his  reply,  pointed  out  that 
the  rates  of  Income  Tax  in  India  and  in 
Great  Britain  happened  then  to  be  approxi- 
mately the  same,  but  they  were  hardly 
likely  to  remain  so,  and  this  remedy  could 
not  in  fairness  be  applied  if  the  rates 
differed.) 

(b)  to  tax  real  property  at  the  place  of  its  exist- 

ence, and  personal  property  in  the  country 
of  domicile  of  its  owner. 


2.  The  general  opinion  seems  to  have  been  that  the 
British  Income  Tax,  which  had  been  in  continuous 
existence  for  nearly  twenty  years,  ought  not  to  be 
altered  because  another  country  chose  to  adopt  the 
same  system  of  taxation.  The  Chancellor . of  the 
Exchequer  had  no  objection  to  the  question  being  con- 
sidered by  the  Select  Committee,  but  Sir  Stafford 
Northcote  (one  of  the  Committee)  protested  against 
the  addition  to  their  labours  of  a matter  which  would 
involve  consideration  of  the  whole  question  of  Indian 
finance.  The  motion  was  withdrawn. 

3.  No  further  protest  appears  to  have  been  made 
for  over  30  years,  but  about  the  year  1893  the 
Dominion  Parliaments  began  to  impose  taxes  on  in- 
come, and  on  15th  April,  1896,  the  Royal  Colonial 
Institute  sent  a memorial  to  the  Chancellor  of  the 
Exchequer  on  the  subject  of  double  taxation  within 
the  Empire.  Further  communications  on  the  same 
subject  were  sent  in  1896  and  1905. 

4.  Between  1896  and  1911  the  question  of  the  double 
tax  was  ventilated  in  the  House  of  Commons  through 
the  medium  of  questions;  and  attempts  were  made 
in  1898  and  1907  to  insert  provisions  for  relief  in 
the  Finance  Acts  of  those  years.  The  1898  amend- 
ment was  in  the  following  terms : — 


fflcial  Report  “ Provided  that  when  the  Commissioners  are  satis- 
01.59,  Series  4,  “ fied  that  in  a British  possession  duty  is  payable  in 
ols.  100-1.1  u respect  of  any  income  accruing  in  such  possession, 

“ they  shall  allow  a sum  equal  to  the  amount  actually 
“ paid  as  such  duty  to  be  deducted  from  the  amount 
“ payable  as  income  tax  in  respect  of  that  income  if 
“ received  in  the  United  Kingdom.” 
fflcial  Report  The  new  clause  proposed  in  1907  was  still  more 
01.178, Series’  drastic: — “Incomes  which  have  already  paid  income 
' ' -58l)l  “ tax  in  the  Colonies  shall  not  be  liable  to  be  assessed 

“ for  income  tax  in  Great  Britain.”  In  dealing  with 
oi  this  proposal,  Mr.  Asquith  said:  If  a man,  for  reasons 

"•  581  of  his  own,  resided  in  this  country  and  enjoyed  the 

protection  of  our  laws,  it  was  only  fair  that,  in  con- 
sideration of  that  voluntary  act  on  his  part,  and  the 
Government  protection  extended  to  him,  he  should 
contribute  income  tax  on  the  whole  of  his  income, 
wheresoever  that  income  arose.  That  was  the  root 
principle  which  went  to  the  basis  of  the  whole  matter, 
and  he  could  not  recede  from  it 


5.  A change  in  the  attitude  of  the  Government 
towards  this  question  became  noticeable  in  1911  when 
the  subject  was  discussed  at  the  Imperial  Conference 
and  a resolution  to  abolish  Double  Income  Tax  within 


the  Empire  was  moved  on  behalf  of  the  Colonial 
Premiers.  The  Chancellor  of  the  Exchequer,  while 
expressing  sympathy  with  the  proposal,  said  he  could 
not  afford  to  give  up  the  revenue  involved,  and  it 
wa's  on  this  ground  that  the  Colonial  Premiers  did 
not  press  the  point. 

6.  The  question  was  rendered  more  acute  by  the  4&5Qeo.  o 
Finance  Act,  1914,  which  made  liability  to  United  ’ 
Kingdom  Income  Tax  extend  to  unremitted  income 
accruing  abroad  from  Securities,  Stocks,  Shares,  and 

Rents;  this  enactment  and  the  ensuing  rapid  rise  in 
the  rates  of  Income  Tax  both  in  the  United  Kingdom 
and  the  Dominions  to  meet  expenditure  caused  by  the 
War  made  some  measure  of  relief  inevitable. 

7 . The  first  legislative  attempt  to  alleviate  the  6 & 7 Geo.  5 
hardship  was  made  in  1916,  by  Section  43  of  the  c,  24,  s.43. 
Finance  Act  for  that  year.  This  section  was  admit- 

tedly  only  a rough-and-ready  expedient,  and  was 
introduced  as  “ a temporary  measure,  and  without 
“ prejudice  to  future  consideration  of  the  relative 
“ claims  of  the  Exchequers  of  the  United  Kingdom 
“ and  of  the  Dominions  ” (Financial  Statement 
printed  at  page  9 in  House  of  Commons  Paper  No.  50 
of  1916). 

Section  43  provides  that  where  a person  has  on  any 
part  of  his  income  borne  both  United  Kingdom 
Income  Tax  (at  more  than  3s.  6d.  in  the  £)  and 
Colonial  Income  Tax,  he  shall  be  repaid — 

(a)  such  an  amount  as  will  reduce  the  United 

Kingdom  Income  Tax  on  that  part  of  his 
income  down  to  3s.  6d.  in  the  £,  or 

(b)  the  whole  amount  of  tax  on  that  part  of  his 

income  at  the  rate  of  the  Colonial  Income 
Tax,  if  that  amount  is  smaller  than  the 
repayment  under  (a). 

As  the  rate  of  Income  Tax  in  1916  was  5s.  in  the  £, 
the  maximum  relief  under  Section  43  was  Is.  6d.  in 
the  £. 

8.  The  question  of  double  Income  Tax  was  discussed  ^ gg^  p g 
at  the  Imperial  War  Conference  in  1917,  and  the 
following  resolution  was  passed:  — 

“ That  the  present  system  of  Double  Income 
“ Taxation  within  the  Empire  calls  for  review 
“ in  relation — 

“ (i)  to  firms  in  the  United  Kingdom  doing 
business  with  the  Overseas  Dominions, 

India,  and  the  Colonies; 

“ (ii)  to  private  individuals  resident  in  the 
United  Kingdom  who  have  capital 
invested  elsewhere  in  the  Empire,  or 
who  depend  upon  remittances  from 
elsewhere  within  the  Empire;  and 
“ (iii)  to  its  influence  on  the  investment  of 
capital  in  the  United  Kingdom,  the 
Dominions,  and  India,  and  to  the  effect 
of  any  change  on  the  position  of  British 
capital  invested  abroad. 

“ The  Conference,  therefore,  urges  that  this 
“ matter  should  be  taken  in  hand  immediately 
“ after  the  conclusion  of  the  War,  and  that  an 
“ amendment  of  the  law  should  be  made  which 
“ will  remedy  the  present  unsatisfactory 
“ position.” 

9.  The  subject  of  Double  Taxation  within  the 
Empire  has  been  discussed  in  Parliament  «in  a series 
of  debates  since  the  latter  end  of  1915.  Mr. 

McKenna,  on  4th  April,  1916,  when  foreshadowing 
Section  43  of  the  Finance  Act,  1916.  said:  “The 
“ subject  is  one  which  will  have  to  be  dealt  with  in 
“ the  promised  reconstitution  of  our  Income  Tax 
“ laws  ” ; in  the  meanwhile  he  must  content  himself 
“ where  the  Dominion  tax  is  not  lest,  than  Is.  6d. 

“ with  not  imposing  any  fresh  burden.”  An  amend- 
ment was  proposed  that  the  British  Income  Tax 
should  be  repaid  up  to  the  amount  of  the  Colonial 
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Income  Tax  paid,  or  wholly  repaid  when  the  Colonial 
rate  was  not  less  than  the  United  Kingdom  rate. 
VoL&SerleBS'  ^r’  Montagu  replied  that  the  amendment  would  mean 
Cols.  405-7.  ' a vast  loss  of  revenue,  whereas  the  Government  clause, 

while  sacrificing  some  revenue,  would  ensure  that  the 
evil  was  not  exaggerated  pending  a thorough  examina- 
tion of  the  whole  question. 

Official  Report,  10.  During  the  debates  on  the  Finance  Bill,  1917, 

OoL  580Seri63  5’  Mr.  Bonar  Law  agreed  that  double  Income  Tax  ought 
not  to  continue  after  the  end  of  the  War.  But  he 
said  that  it  was  impossible  to  give  up  more  revenue 
during  the  War,  and  that  the  representatives  of  the 
Dominions  completely  concurred  in  this  view.  He 
concluded  by  saying:  “ . . . if  I should  happen 

“ to  be  in  a position  to  enable  me  to  have  any 
“ influence  at  that  time  ( i.e .,  after  the  War),  I shall 
“ certainly  see  that  this  is  one  of  the  earliest  ques- 
“ tions  considered.”  An  amendment  was  proposed 
on  5th  July,  1917,  to  substitute  Is.  6d.  for  3s.  6d.  in 
Section  43  of  the  Finance  Act,  1916,  and  Mr.  Bonar 
Law,  in  refusing  to  accept  it,  pointed  out  that  under 
the  amendment  any  Colony  which  imposed  a tax  at  a 
rate  of  3s.  6d.  would  receive  all  the  tax  and  the 


United  Kingdom  Exchequer  would  get  nothing.  That  Official  Repot  Scial 
was  not  the  desire  of  the  representatives  of  the  i^cote’^fu  l,2rn 
Dominions,  who  quite  recognized  that  it  was  a case  ’ 
for  adjustment  between  the  Exchequers  concerned,  v®0]^1^01 
A similar  amendment  was  moved  on  3rd  June,  1918,  5,  Cols.  1324^1 
but  was  withdrawn,  Mr.  Bonar  Law  repeating  that  etc' 
the  matter  was  one  for  adjustment  between  the 
various  Colonies  and  the  Mother  Country. 


11.  When  in  1918  the  Income  Tax  rate  was  raised 
from  5s.  to  6s.,  no  alteration  was  made  in  Section  43 
of  the  Finance  Act  of  1916,  which  was  made  to  apply 
in  its  original  form  to  the  year  1918.  The  result  is 
that  the  maximum  relief  is  now  2s.  6d.  in  the  £,  the 
whole  of  which  is  borne  by  the  United  Kingdom 
Exchequer. 

12.  It  may  be  remarked  that  the  considerable  dis- 
cussion both  in  Parliament  and  outside  on  this  sub- 
ject has  been  directed  almost  wholly  against  the  con- 
tinuance of  double  taxation  within  the  Empire:  the 
taxation  of  the  same  income  both  in  the  United  King- 
dom and  in  foreign  countries  does  not  seem  to  have 
aroused  so  much  comment. 
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HISTORICAL  NOTE  ON  THE  ASSESSMENT  OF 

INCOME  TAX  ON  MARRIED  PERSONS. 

1.  Pitt’s  Income  Tax  Act  of  1799  enacted  that  the 
income  of  a married  woman  living  with  her  husband 
was  to  be  “ stated  and  accounted  for  by  her  husband,” 
and  it  provided  for  examination  of  the  wife  by  the 
Commissioners  concerning  her  private  property.  The 
Act  of  1803  contained  a provision  that  any  married 
woman  acting  as  a sole  trader  should  be  charged  as  if 
she  were  unmarried,  provided  that  if  she  were  living 
with  her  husband  she  was  to  be  “ charged  in  the 
name  of  her  husband.”  In  the  Act  of  1806  it  was 
provided  that  the  profits  of  any  married  woman, 
living  with  her  husband,  “ shall  be  deemed  the  profits 
of  the  husband  ” and  charged  in  his  name.  Allow- 
ances or  remittances  from  property  out  of  Great 
Britain  by  a husband,  who  was  “ temporarily  absent 
from  her  or  from  Great  Britain  or  otherwise  ” were 
to  be  assessed  on  the  wife. 

2.  When  Sir  Robert  Peel  re-imposed  the  Income 
Tax  in  1842  he  made  no  change  in  the  law  in  this 
respect,  the  provisions  of  the  1842  Act  merely  repeat- 
ing those  of  the  Act  of  1806 ; and  no  serious  objection 
was  taken  to  the  position  until  after  the  Married 
Women’s  Property  Act  had  been  passed. 

3.  In  1894  consideration  of  the  special  circum- 
stances arising  in  cases  where  the  wife  was  earning 
income  by  her  own  efforts  was  the  cause  of  the 
introduction  of  Section  34  (2)  of  the  Finance  Act, 
1894.  The  special  example  brought  forward  was 
that  of  a schoolmistress  who,  on  marriage,  lost  her 
right  to  separate  exemption  or  abatement,  although 
she  continued  in  her  employment  and  might  be 
put  to  the  expense  of  keeping  a servant  to  look  after 
the  house  in  her  absence.  Sir  W.  Haroourt  speci- 
fically set  out  to  meet  that  difficulty  in  the  section, 
which  provided  that  “ Where  the  total  joint  income 

....  does  not  exceed  five  hundred  pounds, 
“ and  ....  includes  profits  of  the  wife  de- 
“ rived  from  any  'profession,  employment  or  vocation 
" . . ...  or  from  any  office  or  employment  of 

“ profit ,”  the  Commissioners  shall  deal  with  the 
claim  “ as  if  it  were  a claim  for  exemption  or  relief 
“ or  abatement  ....  in  respect  of  the  profits 
“ of  the  wife,  and  a separate  claim,  on  the  part  of 
“ the  husband  ....  in  respect  of  the  rest  of 
“ the  total  income.” 

4.  This  new  relief  did  not  extend  to  cases  where 
the  wife’s  income  was  earned  in  carrying  on  a trade 
aa  opposed  to  a profession  or  vocation,  and  almost 
ar,  once  the  restricted  nature  of  the  relief  formed  the 


subject  of  questions  and  discussions  in  the  House  of 
Commons,  in  which  efforts  were  made  to  extend  the 
scope  of  the  concession  to  all  the  income  of  a wife. 
Eventually  a further  concession  was  made  in  Section 
5 of  the  Finance  Act,  1897,  which  granted  separate 
exemption  or  abatement  to  the  wife’s  income  from 
any  business  carried  on  by  means  of  her  own  personal 
labour  and  unconnected  with  the  business  of  her 
husband.  The  restriction  that  the  joint  income  of 
husband  and  wife  must  not  exceed  £500  in  these  cases 
was  retained. 

5.  When  the  Super-tax  was  imposed  by  the  Finance 
(1909-10)  Act,  1910,  the  duty  of  making  returns  and 
paying  the  Super-tax  devolved  upon  the  husband, 
but  it  was  soon  found  in  practice  to  be  the  fact  that 
m many  cases  the  husband  did  not  know  and  had  no 
means  of  ascertaining  the  income  of  his  wife.  It  was 
acordingly  enacted  by  the  Revenue  Act,  1911,  Section 
11,  that  the  Special  Commissioners  who  had  charge 
of  the  Super-tax  might,  if  for  any  reason  they  con- 
sidered that  they  were  unable  to  obtain  a satisfactory 
return  of  the  wife’s  income  from  the  husband,  require 
a return  of  her  income  from  the  wife,  and  in  such 
cases  the  proper  proportion  of  the  duty  appropriate 
to  the  aggregate  income  of  husband  and  wife  should 
be  assessed  on  and  recoverable  from  the  wife. 


10  Edw.  vn 
c.  8. 


Geo,  V,  c.  2 

6,  s.  1 


6.  In  1914  an  important  alteration  was  made  in  the  4 & 5 Geo.  V 
law  as  to  assessment.  Section  11  of  the  Revenue  Act,  8- 
1911,  was  repealed,  and  it  was  enacted  that  where  an 
application  for  the  purpose  was  made  by  either  a 
husband  or  wife,  Income  Tax  (including  Super-tax) 
should  be  assessed,  charged,  and  recovered  on  the 
income  of  the  husband  and  on  the  income  of  the  wife 
as  if  they  were  not  married,  but  in  such  a case  the 
total  reliefs  or  allowances  to  the  husband  and  wife, 
or  the  total  amount  of  Super-tax  payable,  would 
remain  the  same  in  aggregate  amount  as  if  an 
application  under  the  Section  had  not  been  made, 
and,  broadly  speaking,  would  be  divided  between 
husband  and  wife  in  proportion  to  their  respective 
incomes. 


7.  The  Finance  Act,  1918,  by  granting  an  allowance  8&9iGeo.  V 
of  the  tax  on  £25  for  a wife,  recognized  for  the  first  c.  16,  e.  27. 
time  that  the  limit  of  income  at  which  a married 
man  can  afford  to  pay  tax  is  higher  than  in  the  case 
of  a bachelor.  This  allowance  has  not  fully  met  all 
the  claims  which  have  been  put  forward  in  this  con- 
nection. As  far  back  as  1906  Sir  W.  Bull  had  ad- 
vocated a 50  per  cent,  increase  in  the  exemption  limit 
for  a married  man,  on  the  assumption  that  the  cost 
of  living  to  two  persons  living  together  was  one-and- 
a-half  times  the  cost  to  one,  and  legislation  on  these 
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lines  has  been  advocated  right  up  to  the  present 
time.  Sometimes  the  suggestions  take  the  form  of 
proposals  to  tax  the  bachelor  at  a higher  rate  than 
the  married  man.  Mr.  Lloyd  George,  in  1909,  speak- 
ing on  a proposal  to  grant  separate  assessment  of 
a married  woman  as  though  she  were  unmarried, 
pointed  out  that  married  persons  had  a joint  duty 
in  regard  to  household  expenses,  with  the  natural 
result  that  the  family  income  as  a whole  was  looked 
at  in  considering  the  ability  to  pay  taxation. 

8.  The  tendency  of  recent  legislation,  by  allowing 
deductions  for  wives,  children  and  dependent  re- 
latives, has  been  in  the  direction  of  regarding  the 
family  circumstances  of  the  taxpayer  when  laying 
the  tax  burden  upon  him,  but  there  has  been  a 
certain  amount  of  criticism  on  the  ground  that  this 
tendency  has  not  gone  far  enough  and  proposals  have 
been  made  for  its  extension.  For  example,  a publi- 
cation of  the  Fabian  Research  Department  has  sug- 
gested that  “so  far  as  incomes  not  exceeding  £2,500 
“ a year  are  concerned,  whether  earned  or  unearned, 
“ it  should  be  open  to  any  person  assessed  to  ask  that 

all  the  taxable  receipts  of  all  the  members  of  his 
(c  family,  living  in  the  same  household  with  him  and 
“ sharing  in  its  expenses,  or  maintained  elsewhere 


“ wholly  or  partially  at  his  expense,  should  be  aggre- 
“ gated  for  assessment  as  a Family  Income;  and  that 
“ Family  Incomes  so  arrived  at,  should,  for  Income 
“ Tax  purposes,  be  divided  by  the  number  of  members 
“ of  the  family  . . . .actually  maintained  there- 

“ from.  There  could  then  be  allowed  from  the  com- 
“ bined  family  Income  whatever  Abatement  each  por- 
“ tion  of  such  income  would  justify  if  it  were  that 
“ of  one  person  only.” 

9.  Criticism  on  these  lines,  though  not  always  in  so 
extreme  a form,  ha-s  been  raised  in  Parliament  from 
time  to  time,  and  the  Financial  Secretary  to  the 
Treasury  said  in  the  course  of  the  Debates  on  the 
Finance  Bill  of  1918,  “ I am  sure  that  everyone  in 
“this  Committee  is  in  agreement  with  him”  (i.e.. 
recognizing  that  the  family  should  be  the  unit  of 
taxation),  “ and  I have  no  doubt  it  will  be  one  of  the 
“ principal  objects  of  the  Income  Tax  Committee 
. . • . to  see  how  the  incidence  of  the  Income 

“ Tax  ....  can  be  so  organised  that  it  shall 
“ fall  fairly  on  men  according  to  the  demands  made 
“ on  them  for  the  families  which  they  have  to  bring 
“ up  and  the  homes  that  they  have  to  keep,  and 
“ according  to  the  incomes  with  which  they  have  to 
“ keep  up  those  homes.” 
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HISTORICAL  NOTE  ON  CHILDREN  ALLOW- 
ANCE. 

1.  In  Dowell’s  History  of  Taxation  it  is  stated  that 
the  origin  of  allowances  for  children  in  assessing  a 
taxpayer’s  liability  “ has  been  traced  to  a practice 
that  prevailed  under  the  old  Subsidy  Acts.”  It  may 
have  been  owing  to  a recollection  of  this  custom  that 
our  earliest  Income  Tax  Acts  made  provision  for  tem- 
pering the  burden  of  taxation  by  reference  to  the 
number  of  the  taxpayer’s  children. 

2.  In  Pitt’s  quasi  Income  Tax  of  1798  children  allow- 
ances formed  part  of  his  scheme  of  graduation.  The 
limit  of  age  was  21,  and  the  children  had  to  be  “ born 
in  lawful  wedlock,”  and  maintained  by  the  taxpayer 
at  his  own  expense.  No  allowance  was  given  unless 
there  were  at  least  five  children,  and  the  allowance 
was  graduated  as  follows : — 

5,  6 or  7 children,  10  per  cent,  of  additional  rates 
or  duties. 

8 or  9 children,  15  per  cent,  of  additional  rates  or 
duties. 

10  or  more  children,  20  per  cent,  of  additional 
rates  or  duties. 

|eo.  m,  3.  In  the  first  real  Income  Tax  Act,  passed  in  1799, 
,3.3.  Pitt  gaVe  children  allowances  by  the  deduction  of  a 

percentage  of  the  tax  assessed  upon  the  taxpayers,  on 
the  following  scale:  — 

When  any  child  When  all  children 
above  6 years.  under  6 years. 

For  each  child:—  For  each  child:— 
Incomes  £60  and  under  £400  . . 5%  of  the  tax.  5 °/0  of  the  tax. 

„ £400  „ £1,000  ..  4 °/0  „ 3°/0 

„ £1,000  ,.  £5,000  ..  3%  „ 2°/0  „ 

„ £5,000  and  over  ..  ..  2 °/0  „ 1%  „ 

The  allowance  was  granted  irrespective  of  the  age 
of  the  children  provided  they  were  “ maintained  prin- 
cipally ” by  the  taxpayer  at  his  or  her  expense,  and  it 
Av,as  made  applicable  to  children  by  a former  marriage. 
Pitt  justified  the  allowance  in  the  case  of  the  larger 
incomes  on  the  ground  that  persons  with  those  in- 
comes “ were  obliged  to  give  expensive  educations  to 
their  sons”  and  “to  their  daughters  portions  suit- 
able to  their  expectations.” 
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4.  By  the  Act  of  1803  the  allowances  for  children  43  Geo.  m, 
were  revised.  No  allowance  was  granted  unless  there  e- 122>  B-  195, 
were  more  than  two  children.  Above  that  number 

the  percentage  deduction  was  as  follows : — 

Incomes  £60  and  under  £400,  4 per  cent,  for  each 
additional  child. 

„ £400  and  under  £1,000,  3 per  cent,  for 

each  additional  child. 

„ £1,000  and  under  £5,000,  2 per  cent,  for 

each  additional  child. 

M £5,000  and  over,  1 per  cent,  for  each 
additional  child. 

5.  In  1806  allowances  for  children  were  discontinued.  45  Geo.  m 
The  guide  book  published  by  the  Tax  Office  at  that  c.  65. 
date  attributed  this  change  to  “the  Trouble  and  In-  The  Income 
convenience  of  obtaining  this  Allowance,  as  well  to  Tax  (1914), 
the  Party  as  to  the  Commissioners,”  but  Seligman  P-103, 
finds  the  reason  in  the  fact  that  “ the  deduction 

. . . led  to  an  astounding  official  increase  of  large 
families.”  As  some  compensation  for  the  withdrawal 
of  these  allowances  for  Income  Tax  purposes  a similar 
allowance  for  children  was  made  in  the  same  year  in 
the  case  of  the  Assessed  Taxes  on  Windows,  <fcc.,  where 
the  number  of  children  exceeded  two,  and  where  the 
total  assessment  was  under  £40. 

6.  When  the  Income  Tax  was  re-imposed  in  1842  the 
Act,  which  was  based  on  the  Act  of  1806,  contained  no 
provisions  for  allowance  in  respect  of  children.  The 
Chancellor  of- the  Exchequer  in  1848,  referring  to  the 
previous  experience,  said  “ the  exemption  was  taken  Hansard, 
away,  as  it  was  found  that  it  led  to  great  fraud,  and  Vol.  97,3rd 
that  it  gave  rise  to  similar  claims  for  exemption,  enes’  0 1 
which  ought  in  fairness  to  be  acceded  to,  but  which 

could  not  be  granted  without  rendering  the  tax  too 
complicated  and  unproductive.” 

7.  This  attitude  towards  the  allowance  continued 
until  the  dawn  of  the  twentieth  century  when  the 
growing  public  demand  for  a more  accurate  adjust- 
ment of  the  tax  burden  to  the  taxpayer’s  ability 
brought  the  question  of  an  allowance  for  children 
prominently  into  notice.  Some  slight  references  were 
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made  to  the  subject  by  witnesses  before  the  Select  Com- 
mittee of  1906  but  as  it  was  not  within  the  Commit- 
tee’s terms  of  reference  the  inquiry  was  not  pursued. 
The  matter  was,  however,  raised  in  the  House  of  Com- 
mons on  more  than  one  occasion  in  1906  and  the  Chan- 
cellor promised  it  consideration. 

8.  In  1909,  after  the  lapse  of  over  a century,  the 

allowance  for  children  was  revived.  Mr.  Lloyd  George, 
in  his  Budget  statement  for  that  year,  having  referred 
to  the  steps  already  taken  in  the  direction  of 
differentiating  between  earned  and  unearned  income, 
said  “ . . . it  remains  to  complete  the  system 

by  taking  account,  to  some  extent  at  any  rate, 
not  only  of  the  source  from  which  income  is  derived, 
but  also  of  the  liabilities  which  the  taxpayer  has  con- 
tracted in  the  discharge  of  his  duties  as  a citizen.” 
The  Finance  Act  for  that  year  contained  a provision 
for  the  allowance  of  the  tax  on  £10  for  each  child  or 
stepchild  under  16  years  of  age,  provided  that  the 
total  income  of  the  taxpayer  did  not  exceed  £500. 

9.  The  allowance  granted  in  1909  has  been  several 
times  extended  and  enlarged.  By  the  Finance  Act, 
1914,  the  amount  of  the  allowance  was  doubled  ; the 
Finance  (No.  2)  Act,  1915.  increased  it  still  further  to 


the  tax  on  £25  for  each  child ; the  Finance  Act,  1016,  «*  & 7 Goo,  5, 
extended  the  limit  of  the  parent’s  income  from  £500  °‘ 24,9,33 
to  £700 ; the  Finance  Act,  1 917,  granted  the  allow-  7 A 8 Geo.  5, 
ance  in  the  case  of  adopted  children ; finally  by  the  c‘• 31,  s- 1:1 
Finance  Act,  1918,  the  limit  of  the  taxpayer’s  income  8&9Geo. 5 
was  again  raised  to  £800,  and,  where  the  total  income  c- s-  27. 
exceeds  £800  but  is  not  more  than  £1,000,  allowance 
was  granted  for  each  child  above  the  number  of  two. 


10.  Although  these  allowances  have  undergone  a 
rapid  and  continuous  development  since  they  were 
revived  • in  1909,  there  have  been  indications  of  a 
publib  opinion  which  demands  still  further  progress 
in  this  direction,  both  in  the  amount  of  the  allowance 
and  in  the  size  of  the  incomes  to  which  the  allowances 
apply.  One  of  the  latest  suggestions,  made  in  a pub- 
lication prepared  in  the  Fabian  Society  Research 
Department,  goes  so  far  as  to  propose  children  abate- 
ments of  the  same  size  as  the  abatement  of  the  parent 
taxpayer,  or  alternatively  of  the  tax  on  £50  instead  of 
the  tax  on  £25.  Suggestions  have  also  been  made  in 
the  House  of  Commons  to  extend  the  allowance  to  the 
case  of  children  over  16  who  are  still  at  school  or  at  a 
university,  but  hitherto  these  proposals  have  not  been 
accepted. 
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HISTORICAL  NOTE  ON  THE  ALLOWANCE  FOR 
LIFE  INSURANCE  PREMIUMS. 


1.  In  introducing  the  first  real  Income  Tax  Bill, 
Pitt  emphasized  the  necessity  of  adjusting  the  tax  to 
meet  the  cases  of  individual  hardship  where  tax- 
pavers,  whose  income  was  precarious,  were  anxious  to 
39  Geo.  3,  c.  22,  provide  for  their  families.  He  proposed  to  do  this 
Schedule’.  ’ by  allowing  as  a deduction  for  Income  Tax  purposes 
the  amount  paid  for  life  insurance  premiums.  In  the 
Schedule,  therefore,  to  the  Income  Tax  Act,  1799, 
among  the  General  Deductions  from  Income  Tax  was 
a provision  that  “ Persons  who  have  made  or  shall 
make  Insurance  on  their  respective  Lives,  or  on  the 
Lives  of  their  respective  Wives,  shall  be  at  Liberty, 
in  Addition  to  other  Deductions,  to  deduct  the 
Amount  of  the  Premium  of  such  Insurance  for  the 
current  Year.” 
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2.  In  the  Lncome  Tax  Act  of  1806,  a restriction  was 
placed  on  the  deduction  of  life  insurance  premiums, 
and  only  persons  whose  incomes  were  less  than  £150  a 
year  were  allowed  to  benefit  by  the  allowance. 

3.  When  the  Income  Tax  was  re-imposed  in  1842, 
the  allowance  in  respect  of  life  insurance  premiums 
was  dropped.  Attempts  were  made  in  Parliament  in 
1845  to  induce  the  Government  to  reinstate  it,  but 
the  Chancellor  of  the  Exchequer  refused  to  make  the 
allowance,  giving  these  reasons  amongst  others,  that 
the  life  insurance  allowance  made  no  provision  for 
people  with  uninsurable  lives,  that  the  allowance 
would  not  benefit  a man  who  made  provision  for  his 
family  by  investing  his  savings  in  the  Funds,  and 
that  the  proposed  deduction  offered  a great  induce- 
ment for  fraud  and  evasion  of  Income  Tax  by  short 
term  policies. 

4.  Mr.  Gladstone,  when  making  his  Budget  State- 
ment in  1853,  said  he  proposed  to  mitigate  the  taxa- 
tion of  savings ; it  was  impossible  to  exempt  savings 
from  Income  Tax  altogether,  but  where  the  savings 
were  invested  in  a life  insurance  or  a deferred  annuity 
the  premiums  paid  were  not  to  be  charged.  He 
admitted  the  proposal  did  not  meet  the  case  of  persons 
whose  lives  were  uninsurable,  hut  the  classes  who 
would1  mainly  benefit  were  those  whom  the  Income  Tax 
reformers  of  that  day  specially  desired  to  relieve 
namely,  professional  men  and  persons  who  were 


dependent  upon  their  own  exertions.  In  the  Act  itself 
provision  was  made  for  the  deduction  of  annual  pre- 
miums paid1  for  life  insurances  or  deferred  annuities 
on  the  life  of  the  taxpayer  or  of  his  wife.  The  allow- 
ance was  not  to  exceed  one-sixth  of  the  net  income  of 
the  taxpayer,  and  the  deduction  was  not  to  have  the 
effect  of  bringing  the  income  below  the  limit  of  exemp- 
tion or  of  abatement.  Premiums  paid  to  Colonial  or 
Foreign  Insurance  Companies  were  not  allowable. 

5.  In  1855,  by  the  Income  Tax  (Insurance)  Act, 
persons  who  made  insurances  with  Friendly  Societies 
were  to  be  entitled  to  the  deduction  provided  that  the 
premiums  were  not  for  a shorter  period1  than  three 
months.  (This  proviso  imposing  a three  months’  limit 
was  repealed  by  the  Revenue  Act,  1903.) 

6.  In  1859,  the  allowance  was  extended  to  contracts 
for  deferred  annuities  with  the  Commissioners  for  the 
Reduction  of  the  National  Debt. 

7.  The  question  of  allowing  premiums  paid  to 
Colonial  and'  Foreign  Companies  gradually  acquired 
prominence  as  the  business  done  by  these  companies 
in  this  country  expanded,  but  it  was  a long  time 
before  the  desired  extension  was  granted,  and  when 
the  Government  yielded,  the  concession  was  given  in 
two  instalments.  First  of  all  the  Finance  Act,  1904, 
extended  the  relief  to  any  life  insurance  or  contracts 
for  deferred  annuities  effected  with  any  insurance 
company  legally  established  in  any  British  possession ; 
and  then  the  Revenue  Act,  1906,  allowed  premiums  on 
life  insurance  or  contracts  for  deferred  annuities 
effected  with  any  insurance  company  lawfully  carrying 
on  business  in  the  United  Kingdom,  which,  of  course, 
covered  Foreign  Companies  if  they  complied  with  the 
conditions. 

8.  In  1904,  a case  was  heard  in  which,  under  a 
policy  of  life  insurance,  the  insured  paid  one  half  only 
of  the  premiums  in  cash,  and  the  other  half  by  means 
of  a loan  from  the  insurer,  repayable  on  demand  and 
bearing  interest  (capital  and  interest  were  chargeable 
upon  the  policy) ; it  was  held  by  the  Courts  that  the 
insured  was  entitled  to  deduct  only  the  amount 
actually  paid!  by  him  in  cash. 

9.  When  the  Super-tax  was  introduced  ip  1909-10, 
premiums  in  respect  of  life  insuranco  anti  deferred 
annuities  were  allowed  as  a deduction  in  computing 
income  for  Super-tax  purposes,  up  to  the  limit  of  one 
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sixth  of  the  total  net  income,  and  this  deduction 
(unlike  the  deduction  for  Income  Tax  purposes)  was 
allowed  to  have  the  effect  of  reducing  the  income 
below  the  limit  of  income  (then  £5,000)  at  which  the 
Super-tax  began  to  apply. 

10.  Life  insurance  business  in  the  years  that  had 
elapsed  since  1853  had  not  merely  greatly  extended 
in  volume,  but  had  become  increasingly  complex  in 
character.  In  addition  to  what  may  be  called  the 
normal  type  of  policy,  that  which  secured  a capital 
sum  on  the  death  of  the  insured,  policies  became 
common  which  were  merely  a form  of  investment, 
rendered  more  and  more  profitable  and  desirable  as 
the  Income  Tax  rate  rose.  The  exemption  from 
Income  Tax  and  Super-tax  of  the  amount  of  the 
premiums  led  certain  Life  Insurance  companies  to 
cateir  specially  for  this  class  of  insurers  until  the 
Legislature  stepped  in  to  put  some  term  to  the  effects 
of  contracts  which  the  Parliamentary  debates  show  to 
have  been  regarded  as  inequitable  though  legal.  The 
first  restrictions  were  made  by  the  Finance  Act,  1915, 
which,  in  respect  of  policies  that  secured  a capital 
sum  at  death,  limited  the  allowance  of  premiums  to 
7 per  cent,  of  the  capital  sum  so  assured  (bonuses  and 
other  benefits  not  being  included  in  calculating  that 
capital  sum)  ; in  respect  of  policies  or  contracts  which 
did  not  secure  a capital  sum  at  death,  the  allowance 
was  not  to  exceed  a maximum  limit  of  £100  a year. 

11.  These  provisions  did  not  prove  effective  in 
coping  with  the  leakage  of  Income  Tax  that  was  aris- 
ing in  conection  with  the  allowance  of  life  insurance 


premiums.  Policies  were  still  issued  by  certain  com- 
panies which,  while  keeping  within  the  letter  of  the 
law,  produced  a profit  to  the  insured  and  to  them- 
selves out  of  the  Income  Tax  and  Super-tax  remitted. 

Something  more  drastic  than  the  1915  legislation  was 
evidently  called  for,  and  it  came  in  1916. 

12.  The  provisions  of  the  Finance  Act,  1916,  in  this  6 & 7 Geo.  5, 

connection  were  as  follows : — c-  *• 36- 

(a)  So  far  as  Income  Tax  was  concerned,  the  1915 

restrictions  continued  to  apply  to  policies 
taken  out  for  contracts  entered  into  on  or 
before  the  22nd  June,  1916.  But  in  respect 
of  policies  or  contracts  made  after  the  22nd 
June,  1916,  additional  conditions  were  im- 
posed. Policies  made  after  this  date  which 
did  not  secure  a capital  sum  at  death  were 
definitely  placed  outside  the  allowance 
altogether,  and  a new  maximum  allowance 
of  3s.  in  the  £ was  fixed  for  premiums  on 
policies  which  did  secure  a capital  sum  at 
death.  In  the  case  of  deferred  insurances 
no  relief  at  all  was  to  be  given  during  the 
period  of  deferment. 

( b ) So  far  as  Super-tax  was  concerned  the  allow- 

ance for  life  insurance  or  deferred  annuity 
premiums  was  wholly  withdrawn. 

13.  The  combined  effect  of  the  Finance  Acts  of  1915 
and  1916  must  have  been  considerable  in  checking  the 
tendency  to  take  advantage  of  this  allowance  by 
persons  whom  it  was  never  intended  to  benefit. 
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HISTORICAL  NOTE  ON  TAXATION  AT  THE 
SOURCE. 

1.  Pitt’s  first  real  Income  Tax,  of  1799,  was  levied 
by  means  of  direct  assessments  upon  the  recipients 
of  the  income,  based  upon  returns  of  total  income 
from  all  sources  made  by  the  taxpayers.  The  abuses 
to  which  this  mode  of  assessment  on  total  income  was 
open  led  the  framers  of  the  Income  Tax  Act  of  1803 
to  make  their  approaches  to  the  taxpayer  in  a less 
direct  but  more  certain  fashion.  Instead  of  looking 
in  the  first  place  at  the  taxpayer,  they  looked  at 
the  source  of  income,  classified  incomes  according  to 
their  kind  under  the  Schedules  A,  B,  C,  D and  E, 
and  levied  the  tax  so  far  as  they  could  at  the  point 
where  the  income  first  emerged  and  became  visible, 
leaving  the  first  possessors  of  the  income  to  deduct  a 
proportion  of  the  tax  when  distributing  any  part  of 
the  income  among  those  who  had  charges  upon  it. 
So  entered  into  our  Income  Tax  system  the  great 
principle  of  taxation  at  the  source,  a principle  which 
has  lasted  with  many  extensions  and  some  notable 
recent  exceptions  to  the  present  day,  and  has  proved 
of  such  central  importance  in  Income  Tax  adminis- 
tration that  Professor  Seligman,  of  Columbia 
University,  U.S.A.,  has  recently  called  it  “ perhaps 
the  chief  cause  of  the  great  success  of  the  English 
income  tax.” 

2.  Though  the  Act  of  1803  had  made  this  principle 
a central  feature  of  the  tax  and  applied  it  to  many 
sources  of  income,  it  left  some  gaps  in  the  system  to 
be  filled  later  in  the  light  of  experience.  For 
example,  in  1803  dividends  due  on  the  public  funds 
were  in  the  first  instance  taxable  in  the  hands  of 
the  recipients;  in  1806  this  considerable  exception 
was  brought  into  the  system  of  deduction  at  the 
source,  and  henceforward  the  interest  was  paid  less 
tax. 

3.  By  this  time  the  automatic  effect  of  taxation 
at  the  source  was  evident  in  the  yield  of  the  tax. 
A6  Mr.  Pressly  told  the  Select  Committee  of  1851-2, 
“ In  1801,  when  the  tax  was  10  per  cent.,  and  the 
law  required  that  everybody  should  make  a return 
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of  his  property,  the  net  assessment  ” [i.e.,  yield  or 
produce  of  the  tax]  i-  was  £5,628,000;  but  in  1806 
(the  rate  then  being  also  10  per  cent.)  the  produce 
of  the  tax,  under  the  present  principle  of  taxing  all 
property  at  its  first  source,  was  £11,633,000.” 

4.  Peel’s  Income  Tax  Act  of  1842,  which  remained 
in  force  till  5th  April,  1919,  and  was  only  superseded 
by  the  Income  Tax  Act,  1918 — a consolidating  Act — 
was  based  on  the  Act  of  1806,  and  continued  to  tax 
income  at  its  first  source,  leaving  the  distributors  of 
income,  whether  they  paid  rent  or  interest  or  divi- 
dends or  annuities,  to  deduct  tax  on  payment.  From 
1842  until  quite  recent  years  no  encroachment  upon 
that  system  was  made,  because  the  soundness  of  the 
principle  and  its  effect  in  limiting  the  operations 
of  the  evader  were  generally  recognized.  Mr.  Lowe, 
for  example,  in  his  unadopted  draft  report  for  the 
Select  Committee  of  1861,  said,  “ The  Income  Tax,  S.C.  1861. 
it  is  granted  on  all  hands,  must  be  raised  at  its  p- XXIIL 
source.”  Indeed  from  1842  onwards  the  net  was 
time  after  time  thrown  a little  wider  to  catch  a new 
kind  of  income.  Thus,  by  a later  Act  of  1842.  5 & 8 Vic.  c.  80. 
dividends  paid  in  this  country  out  of  the  revenue  of 
any  foreign  State  were  taxed  in  the  hands  of  the 
person  entrusted  with  the  payment,  and  he  was 
allowed  to  deduct  tax  from  the  dividends.  Interest 
paid  by  Colonial  Governments  had  already  been  in- 
cluded in  the  Income  Tax  Act  of  1842.  In  1853  the 
system  was  applied  to  dividends  paid  in  this  country 
by  foreign  companies,  in  1861  to  dividends  of 
Colonial  companies,  and  in  1868  to  payments  out  of 
Indian  funds.  In  1885  a further  extension  was 
made  to  secure  deduction  of  tax  by  bankers  and 
coupon  dealers  from  coupons  for  dividends  payable 
abroad.  To  this  extension  there  was  some  opposition 
in  the  House  of  Commons  on  the  part  of  bankers,  Hansard, 
who  resented  the  proposal  as  the  insertion  of  the  J01.-  299, 3rd  ^ 
thin  end  of  the  wedge  between  the  banker  and  his  ene8’  0 ‘ 
customers.  These  representations  were  met  by  the 
insertion  of  a provision  making  it  clear  that  bankers 
should  not  be  under  the  obligation  to  disclose  any 
particulars  relating  to  the  affairs  of  the  persons  for 
whom  they  might  be  acting.  In  1888  a small  defect 
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was  remedied,  and  interest  which  is  not  paid  out  of 
taxed  profit  was  brought  into  the  system;  and  in 
1907  royalties  paid  for  the  user  of  a patent  were 
added  to  the  list. 

5.  The  combined  effect  of  all  these  enactments  is 
that  at  the  present  time  taxation  is  levied  at  the 
source  and  deducted  at  the  time  of  payment  in  the 
case  of — 

Dividends  payable  by  limited  liability  com- 
panies. 

Debenture  and  loan  interest. 

Interest  on  all  British  Government  “ pre-war  ” 
securities  and  on  certain  securities  issued 
since  the  war. 

Interest  on  Colonial  and  Foreign  Government 
securities  paid  through  agents  in  the  United 
Kingdom. 

Annuities  and  other  annual  payments. 

Mineral  rents,  royalties  and  wayleaves. 

Patent  royalties. 

Interest  not  paid  out  of  taxed  profits  (e.p.,  in- 
terest paid  out  of  rates). 

Interest  and  dividends  arising  out  of  the  United 
Kingdom  and  payable  by  Colonial  and 
Foreign  companies  through  agents  in  the 
United  Kingdom. 

Coupons  for  dividends  payable  abroad  which  are 
realized  through  a banker  or  coupon  dealer 
in  the  United  Kingdom. 

Rents  of  property  let  to  tenants. 

Ground  rents,  lease  rents,  head  rents,  &c. 

Mortgage  interest. 

Deposit  interest  in  certain  Banks. 

Salaries  and  pensions  paid  by  Government 
Departments,  including  Army,  Navy,  Air 
Force  and  Civil  Services,  and  by  Railway 
Companies. 

6.  Both  the  recent  Committees  which  have  inquired 
into  the  Income  Tax  had  something  to  say  on  taxa- 
tion at  the  source,  and  both  were  emphatic  in  its 
praise.  The  Departmental  Committee  of  1905  spoke 
of  the  principle  in  their  Report  as  one  “ which  lies 
at  the  root  of  British  income  tax  administration  ” 
and  as  being  “ in  itself  a very  great  check  on  fraud 
and  evasion.”  The  Report  of  the  Select  Committee 
of  1906  affirmed  that  “ abandonment  of  the  system 
of  collection  at  the  source  ....  would  he  in- 
expedient.” In  Sir  Thomas  Whittaker’s  draft 
reoort,  on  which  the  final  report  was  based,  the 
stronger  word  “ disastrous  ” was  used  instead  of 
“ inexpedient.” 

7.  The  Select  Committee  of  1906,  appointed  to  con- 
sider the  practicability  of  graduation  and  differentia- 
tion, necessarily  gave  some  thought  to  the  position  of 
taxation  at  the  source  in  the  event  of  differentiation 
or  graduation  or  both  of  them  being  adopted.  The 
evidence  pointed  strongly  in  the  direction  of  pre- 
serving the  principle.  The  official  witnesses  insisted 
that  it  must  be  retained ; Mr.  Coghlan,  with 
experience  of  Australian  systems,  considered  that 
graduation  was  not  incompatible  with  taxation  at 
the  source ; Mr.  Chiozza  Money’s  scheme,  which  in- 
cluded both  graduation  and  differentiation,  did  not 
contemplate  the  abolition  of  the  principle ; Mr. 
Snowden,  representing  the  Labour  Party’s  views, 
considered  taxation  at  the  source  advisable;  and  Mr. 
Harold  Cox’s  scheme  included  its  retention. 

8.  The  Committee’s  Report  dealt  with  this  subject 
in  paragraphs  5 and  6 as  follows:  — 

“ 5.  Graduation  may  be  effected  in  various  ways. 
“ First,  there  is  the  method  of  collecting  the  whole 
“ of  the  tax  directly  from  each  person  upon  his 
“ own  declaration  of  income.  If  that  system  were 
“ adopted  it  would  be  easy  to  levy  a graduated 
“ rate  of  tax  according  to  the  total  net  income  of 
“ the  individual.  Such  a course  would  involve, 
“ however,  the  abandonment  of  the  principle  which 
“ is  known  as  ‘ collection  at  the  source.’  The 


“ importance  of  retaining  in  our  Revenue  system 
“ a principle  which  is  mainly  responsible  for  the 
“ present  development  of  the  tax  and  the  ease  with 
“ which  it  is  collected,  and  the  extreme  undesir- 
“ ability  of  doing  anything  which  would  reduce  its 
“ efficiency,  can  scarcely  be  over-estimated.  At 
“ the  present  time,  indeed,  something  like  two- 
“ thirds  of  the  tax  is  collected  before  the  income 
“ reaches  the  person  to  whom  it  belongs,  and  with- 
“ out  any  information  being  obtained  or  required 
“ as  to  the  persons  to  whom  it  will  go.  It  is  in- 
“ teresting  to  recall  the  fact  that  a hundred  years 
“ ago  wo  abandoned  direct  personal  assessment, 
“ and  collection  at  the  source  was  substituted,  with 
“ the  result  that  the  yield  of  the  tax  was  almost 
“ doubled  immediately.  In  1803  an  income  tax  of 
“ 5 per  cent.,  collected  at  the  source,  yielded  with- 
“ in  a very  small  amount  as  much  as  a tax  of  10 
“ per  cent,  did  in  1801,  when  it  was  assessed  and 
“ collected  direct  from  each  tax-payer. 

“ 6.  Your  Committee  are  convinced  that  direct 
“ personal  assessment  for  the  whole  tax  is  not 
“ practicable  in  this  country,  in  the  sense  of  being 
“ an  expedient  or  desirable  means  of  collecting 
“ revenue.” 

9.  The  imposition  of  a Super-tax  in  1909,  assess- 
able directly  upon  the  taxpayer  on  the  amount  of 
his  total  income  from  all  sources,  was  only  a partial 
departure  from  the  orthodox  doctrine  of  taxation  at 
the  source.  Confined  to  persons  with  incomes  over 
£5,000,  and  recommended  by  the  1906  Committee, 
which  has  spoken  so  warmly  in  favour  of  preserving 
the  principle  of  deduction,  the  Super-tax  still  left 
the  system  of  the  Income  Tax  proper  unimpaired, 
and  collection  at  the  source  at  the  normal  rate  went 
on  as  before. 

10.  The  only  real  infringement  since  1806  upon  the 
system  of  collection  by  deduction  at  the  source,  so 
far  as  the  ordinary  Income  Tax  is  concerned,  has 
taken  place  in  connection  with  certain  British 
Government  securities  issued  in  connection  with  the 
present  war.  The  4^  per  cent,  loan  issued  in  1915 
was  dealt  with  in  the  old  way  and,  except  as  regards 
small  holdings  on  the  Post  Office  Register,  tax  is 
deducted  from  its  interest.  But  when  financial 
pressure  grew  greater,  and  when  more  particularly  it 
became  necessary  to  look  abroad  for  money,  it  was 
felt  essential  for  non-Revenue  reasons  to  raise  loans 
the  interest  on  which  would  not  only  be  paid  without 
deduction  of  Income  Tax,  but  would,  if  the  securities 
were  in  the  beneficial  ownership  of  persons  who  were 
not  ordinarily  resident  in  this  country,  be  free  from 
all  liability  to  the  tax.  Holders  ordinarily  resident 
in  this  country  remained,  of  course,  liable  to  the  tax, 
and  had  to  make  a return  of  their  interest  for  direct 
assessment.  First  of  all  5 per  cent.  Exchequer  Bonds, 
1919,  1920  and  1921,  then  the  5 per  cent.  War  Loan, 
and  then  National  War  Bonds  were  issued  subject  to 
these  conditions.  In  the  oase  of  registered  Stock  or 
-bonds  the  dividends  are  paid  in  full  without  deduc- 
tion of  Income  Tax : where  the  Bonds  or  Stook  are 
held  in  bearer  form  deduction  at  the  source  is 
retained.  Owners  ordinarily  resident  in  this  country 
are  obliged  to  return  the  dividends  for  direct  assess- 
ment upon  them  under  Case  III  of  Schedule  D,  and 
beneficial  owners  rot  ordinarily  resident  in  the 
United  Kingdom  are  not  liable  at  all. 

11.  This  led  to  some  inconvenience  on  the  part  of 
holders  who,  for  security’s  sake,  wanted  to  have 
inscribed  or  registered  Bonds  or  Stock,  and  yet  did 
not  want  the  trouble  of  making  returns  and  paying 
duty  by  direct  assessment  upon  what  was  in  many 
cases  their  only  item  of  income  untaxed  by  deduction. 
To  meet  these  objections  the  latest  issue  of  National 
War  Bonds  ('4th  Series)  introduces  a new  form  of 
holding,  “ Registered  Coupon-Bonds.”  Holders  of 
this  form  of  Bonds  are  enabled  to  obtain  their  securi- 
ties in  a registered  form,  transferable  by  deed,  and 
at  the  same  time  to  have  their  dividends  taxed  by 
deduction  before  receipt. 
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HISTORICAL  NOTE  ON  WASTING  ASSETS. 

1.  In  the  early  days  of  the  Income  Tax,  when 
statesmen  were  never  tired  of  insisting  on  the  tem- 
porary nature  of  the  tax,  and  when  circumstances 
often  seemed  to  justify  their  insistence,  it  was  natural 
that  profits  should  be  ascertained  for  Income  Tax 
purposes  in  a somewhat  rough-and-ready  manner. 
The  tax  was  an  annual  tax  charged  on  the  profits 
of  the  year  (though  sometimes  based  on  a conven- 
tional average)  and  it  was  thought  sufficient  in  certain 
cases  simply  to  look  at  the  income  arising  in  the 
year  under  review  and  to  disregard  nice  distinctions 
about  outgoings  or  necessary  provision  for  the  future. 
In  these  circumstances  income  from  property  was 
taxed  upon  its  gross  amount  without  any  allowance 
for  the  cost  of  the  repairs  necessary  to  keep  the  pro- 
perty in  being  as  an  income-producing  concern,  and 
no  deduction  was  permissible  from  the  manufacturer’s 
profits  on  account  of  the  fact  that  year  by  year  his 
machinery  was  wearing  out  and  would  sooner  or 
later  become  useless. 

2.  The  fact  that  the  law  ifnposed  Income  Tax  upon 
the  full  realized  profits  of  certain  concerns,  and  did 
not  authorize  an  allowance  in  respect  of  the  con- 
sumption or  exhaustion  of  part  of  the  main  capital 
asset  of  the  concern,  soon  gave  rise  to  discussion, 
especially  in  the  case  of  mines.  Deductions  were  by 
law  allowed  for  the  replacement  of  utensils  or  plant 
used  in  the  business,  but  not  for  the  using  up  of 
the  mineral  deposit  itself.  Complaints  on  this  head 

2.  were  made  to  the  Select  Committee  on  the  Income 
Tax  in  1851-2.  Several  witnesses  thought  it  unfair 
that  the  lessor  of  minerals  should  pay  tax  in  full  on 
the  royalties  he  received,  complaining  that  “ the 
" mineral  when  it  is  got  is  gone  for  ever.”  One  of 
them  felt  so  acutely  about  this  aspect  of  the  question 
that  he  was  moved  to  suggest  the  entire  exemption 
of  mineral  royalties.  The  Draft  Report  of  the 
Chairman  of  this  Committee  (Mr.  Hume)  asked  the 

2,  Committee  to  state  “ that  in  respect  to  property  in 

(ex.  “ canals,  docks,  railways  and  other  works,  as  well  as 
“ in  mines  and  quarries  which  may  be  exhausted,  the 
“ assessment  is  also  unjust,  as  the  tax  is  in  many 
“ cases  levied  not  on  the  profit  only,  but' on  a part 
“ of  the  capital,”  but  the  Committee  made  no 
recommendation . 

3.  The  Select  Committee  of  1861,  of  which  Mr. 
Hubbard  was  Chairman,  took  evidence  on  the  taxa- 
tion of  Mines  and  Mining  Royalties,  the  witnesses 
agreeing  generally  as  to  the  injustice  of  the  existing 
practice,  though  there  was  some  difference  of  opinion 
as  to  the  proper  remedy.  The  Chairman  regarded 
as  one  of  the  most  important  defects  of  the  Income 
Tax  the  fact  that  “ Capital,  in  the  course  of  realisa- 

x.  “ tion  through  the  working  of  mines,  is  taxed  in 
“ the  assessment  of  the  entire  value  of  their  pro- 
“ duoe  ”.  The  remedy  he  proposed  was  to  allow  in 
the  case  of  rents  or  royalties  from  “ Metallic  Mines  ” 
one-fifth  part  as  a deduction,  and  one-tenth  in  the 
case  of  “ Earthy  Mines  and  Quarries  ” : a mining 
company  he  would  oharge  only  on  the  dividends  it 
distributed.  Mines  and  quarries  were  not  the  only 
wasting  assets  he  dealt  with.  He  also  proposed  a 
deduction  of  one-sixth  in  the  assessment  of  the 
annual  value  of  buildings,  which  allowance  he  cal- 
culated would  not  merely  cover  repairs  and  insurance 
but  provide  a fund  to  replace  the  building  when 
decayed  by  age. 

Mr.  Hubbard's  draft  report  was  not  acceptable  to 
his  Committee,  which  in  the  end  came  to  no  definite 
conclusion,  either  on  this  or  on  any  other  subject. 

4.  To  those  who  were  convinced  that  allowance 
should  be  made  for  the  exhaustion  of  a mineral 
deposit,  it  was  an  additional  grievance  that  nothing 
was  allowed  for  the  cost  of  sinking  shafts  or  for 
the  diminished  value  of  shafts  already  sunk.  Be- 
tween 1875  and  1881  there  was  a series  of  cases  in 
the  Courts  bearing  on  these  points.  The  case  of 
Addie  and  Sons,  heard  in  1875.  settled  that  coal  and 


iron  masters  were  not  entitled  to  a deduction  from 
profits  in  respect  of  a percentage  of  the  cost  of  pit- 
sinking and  of  the  cost  of  their  buildings  and  ma- 
chinery. In  Miller  v.  Farie  (1878)  it  was  held  that  16  Sc.L.RJ89. 
a ooalowner  in  computing  his  profits  was  not  entitled 
to  a deduction  in  respect  of  capital  lost  through  the 
partial  exhaustion  of  the  mine ; and  in  the  case  of 
the  Coltness  Iron  Company  v.  Black  (1881),  where  i T.C.,  287. 
the  Company  claimed  as  a deduction  from  profits  the 
cost  of  sinking  new  pits,  it  was  decided  by  the 
House  of  Lords  that  such  a deduction  was  inadmis- 
sible. 

5.  In  the  meantime  by  the  Customs  and  Inland  41  & 42  Viet., 
Revenue  Act  of  1878  an  allowance  had  for  the  first  c.  15,  s.  12. 
time  been  legalized  for  the  wasting  of  certain  assets. 

The  concession  was  oon  fined  to  plant  and  machinery 
used  by  a trader  and  the  deduction  was  measured 
by  the  diminution  of  its  value  in  the  year  of  assess- 
ment by  reason  of  wear  and  tear. 

6.  The  allowance  for  depreciation  of  plant  and 
machinery  in  1878  served  merely  to  whet  the  appetite 
of  those  who  sought  a larger  concession;  year  after 
year  in  the  eighties  and  nineties  they  ventilated  their 
grievance  in  the  House  of  Commons^  but  their  view 
was  not  accepted. 

7.  Lord  Ritchie’s  Departmental  Committee  of  1905 
did  not  report  comprehensively  on  the  subject  of 
wasting  assets,  though  their  report  dealt  with  depre- 
ciation of  plant  and  machinery  and  with  the  assess- 
ment of  terminable  annuities  (see  the  separate 
Historical  Notes  on  those  subjects).  On  the  other 
hand,  they  took  a certain  amount  of  evidence  on  the 
subject  of  the  diminishing  value  of  temporary 
interests  in  properties  which  might  or  might  not 
themselves  be  of  a wasting  character.  Land,  for 
example,  is  not  in  itsfelf  an  asset  inherently  wasting, 
but  a leasehold  interest  in  land  is  a wasting  asset  and 
the  prudent  leaseholder  regulates  his  affairs  accord- 
ingly. The  Departmental  Committee  gave  no  coun- 
tenance to  the  view  that  the  short  leaseholder  should 
pay  less  tax  year  by  year  so  long  as  his  interest 
endures  than  if  he  owned  the  fee  simple. 

8.  Their  views  on  this  point  are  contained  in  para- 
graph 78  of  their  Report,  which  reads  as  follows:  — 

“ It  is  true  that  several  witnesses  have  urged  that 
“ allowance  for  depreciation  of  assets  charged  to  Report  ’ 

“ Capital  Account  should  not  be  limited  to  the  dissi-  pai\  78.’ 

“ pation  of  capital  due  to  the  decay  of  material 
“ objects  in  which  the  capital  is  invested,  but  should 
“ apply  also  to  capital  expended  in  obtaining  the 
“ transfer  from  one  person  to  another  of  an  interest 
“ in  a source  of  income  or,  at  any  rate,  in  a source 
“ of  income  which  is  terminable.  Suppose,  for 
“ example,  that  A purchases  from  B for  £700  B’s 
“ interest  in  the  lease,  that  has  only  ten  years  to 
“ run,  of  a house  of  the  annual  value  of  £100  and 
“ held  at  a nominal  ground  rent.  At  the  end  of  10 
“ years  A’s  enjoyment  of  his  purchase  will  cease,  and 
“ as  a provident  man  he  ought  to  set  aside  annually 
“ such  sums  as  will  replace  his  capital  of  £700  at  the 
“ close  of  the  term.  It  is  contended  that  A should 
“ pay  tax,  not  on  the  whole  annual  value  of  the 
“ house,  £100,  but  only  on  the  difference  between  the 
“ annual  value  and  the  amounts  that  he  sets  aside. 

“ This  contention  we  regard  as  quite  inadmissible.  It 
“ seems  to  overlook  the  fact  that,  under  existing  con- 
“ ditions,  what  A purchases  is  not  an  income  of  £100 
“ free  of  tax,  but  an  income  of  £100  subject  to  tax, 

“ and  that,  presumably,  the  liability  to  tax  has  been 
“ taken  into  account  in  fixing  the  purchase  money, 

“ which  would  have  been  appreciably  higher  had 
“ there  been  no  such  liability.  A has  bought  an 
“ income  subject  to  a charge  and  there  is  no  injustice 
“ in  requiring  him  to  meet  the  charge.  The  con- 
“ tention,  in  truth,  involves  the  consequence  that, 

“ in  respect  of  large  classes  of  income,  the  principle 
“ of  taxation  at  the  source  would  have  to  be  aban- 
“ don6d,  and  replaced  by  a system  under  which  the 
“ several  interests  in  an  income  should  be  separately 
“ assessed  in  the  hands  of  the  ultimate  beneficiaries 
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“ and  in  accordance  with  the  indefinitely  various  con- 
“ ditions  under  which  they  may  enjoy  those  interests. 
“ Where  such  a system,  if  once  introduced,  could  be 
“ stopped  it  is  hard  to  see ; and  we  conceive  that  it 
“■  is  scarcely  necessary  for  us  to  argue  in  support  of 
“ the  practically  self-evident  proposition  that,  so  long 
“ as  assessment  of  Income  Tax  at  the  source  is 
“ taken  as  the  governing  principle  of  assessment, 
“ the  principle  must  be  applied  consistently  to  every 
“ case  which  admits  of  its  application  or  else  much 
“ confusion  must  follow.” 

9.  In  1905  the  House  of  Lords  decided  in  the  case 
of  The  Alianza  Go.,  Ltd.  v.  Bell  that  no  deduction 
from  profits  was  permissible  in  respect  of  the  gradual 
exhaustion  of  the  nitrate  deposits  from  the  working 
of  which  the  profits  of  the  company  arose. 

10.  In  1910  there  was  a discussion  in  the  House 
of  Commons  on  a motion  by  Mr.  Gibson  Bowles  to 
allow  depreciation  on  wasting  assets.  During  the 
debate  the  Alianza  case  was  referred  to  by  Mr. 
Pollock  who  supported  the  view  that  the  law  should 
be  so  altered  as  to  permit  an  allowance  for  that 
part  of  the  prime  cost  of  the  mineral  bed  which 
should  represent  the  portion  actually  exhausted  in 
making  the  profits.  He  did  not  think  that  leases, 
patent  rights,  etc.,  should  be  treated  on  the  same 
footing  as  true  wasting  assets. 

H.  During  the  debates  on  nearly  every  Finance 
Bill  from  1911  onwards  this  subject  has  been  kept 
in  the  foreground.  On  the  2nd  August,  1912,  Mr. 
Pollock  moved  a new  clause  in  the  following  terms:  — 

“ For  the  purpose  of  enabling  deductions  from 
“ revenue  receipts  of  expired  capital  outlay  on  in- 
“ herently  wasting  assets  to  be  allowed  by  the  Addi- 
“ tional  Commissioners,  claims  in  respect  of  those 
“ deductions  shall  be  included  in  the  annual  state- 
“ ment  required  to  be  delivered  under  the  Income 
“ Tax  Acts  of  the  profits  and  gains  of  any  trade, 
“ manufacture,  adventure,  or  concern,  and  where 
“ such  a deduction  from  the  revenue  receipts  is  made, 
“ and  has  been  made,  from  the  commencement  of 
“ the  actual  employment  of  the  inherently  wasting 
“ assets  in  seeking  profits,  or  during  a ‘period  of 
“ not  less  than  three  years  to  the  end  of  the  usual 
“ financial  year  of  the  particular  trade,  manufacture, 
“ adventure,  or  concern  last  prior  to  the  year  of 

assessment,  and  provided  such  deduction  is  so  made 
“as  to  prevent  the  same  being  available  as  profits, 
“ the  Additional  Commissioners  in  assessing  those 
“ profits  and  gains  shall  make  such  allowances  in 
“ respect  of  those  claims  as  they  think  just  and 
“ reasonable.  For  the  purpose  of  this  Section  the 
“ term  ‘ inherently  wasting  assets  ’ means  assets 
“ which  necessarily  waste  in  the  process  of  seeking 
“ profits,  provided  always  that  such  wasting  assets 
“ are  not  the  value  of  transferred  rights  to  future 
“ profits  or  increase  which  would  have  been  chargeable 
“ with  Income  Tax  if  no  transfer  of  such  rights 
“ had  been  made.” 

He  pointed  out  that  the  terms  of  his  proposal  would 
eliminate  “ leaseholds,  patents,  and  copyrights  and 


“ other  things  not  truly  entitled  to  immunity, 
“ because  by  transfer  and  sale  it  would  be  possible 
“ in  these  cases  to  avoid  paying  revenue  which  ought 
“to  be  paid.”  The  motion  was  resisted  by  the 
Government  and  defeated. 

12.  In  the  following  year  (11th  August,  1913)  Mr. 
Pollock  returned  to  the  attack  with  a new  clause 
identical  with  the  1912  clause,  except  for  one 
important  deviation.  This  time  he  proposed  to  con- 
fine the  allowance  to  “ inherently  wasting  assets 
“ existing  outside  the  United  Kingdom ,”  and  he 
explained  that  he  imposed  this  restriction  because  he 
realised  there  was  a real  distinction  to  be  drawn 
between  the  case  of  an  English  company  which  had 
acquired,  for  example,  a mineral  deposit  in  England 
from  an  Englishman,  and  an  English  company  which 
had  bought  a mineral  deposit  abroad  from  a foreigner. 
“ In  the  case  of  assets  outside  the  United  Kingdom, 
“ there  is  no  liability  to  make  any  contribution  to 
“ the  Exchequer  on  the  part  of  the  foreigner  who  sells 
“ to  an  Englishman.”  In  setting  forth  the  merits  of 
his  clause  he  pleaded  that  the  relief  would  be  con- 
fined within  narrow  limits,  that,  as  it  would  apply 
only  to  assets  outside  the  United  Kingdom,  the  loss 
to  the  Revenue  would  be  much  lessened,  and  that  the 
deduction  could  be  claimed  only  by  those  who  had 
made  a regular  policy  of  providing  against  the  waste 
of  their  assets  and  had  set  aside  sums  for  depreciation 
in  such  a way  that  they  could  not  afterwards  be  used 
and  distributed  as  profits. 

The  Chancellor  of  the  Exchequer  opposed  the  clause 
not  so  much  on  the  grounds  of  justice  or  injustice, 
but  because  of  the  “ impossibility  or  impracticability 
“ of  establishing  a rule  which  will  enable  you  to  draw 
“ a distinction  between  what  are  wasting  assets  and 
“ what  are  not.”  He  said  that  every  industrial 
enterprise  is  bound  to  be  a wasting  asset  in  one  sense 
of  the  phrase.  Mr.  Pollock  had  spoken  of  gold  mines 
abroad.  The  Chancellor  referred  to  these  mines  and 
said,  “ in  none  of  those  cases  do  the  companies  them- 
“ selves,  in  their  balance-sheet,  arrange  their  affairs 
“as  if  that  business  were  coming  to  an  end.  The 
“ hon.  and  learned  gentleman  knows  very  well  they 
“ do  not  set  aside  any  sum  to  reserve  in  order  to 
“ provide  against  the  possibility  of  the  enterprise 
“ coming  to  an  end.  They  distribute  the  whole  of 
“ the  dividend.”  Fux-ther,  lie  contended  that  the 
wasting  character  of  the  asset  had  its  due  effect  in  the 
operation  of  the  Death  Duties.  Mr.  Pollock’s  clause 
was  negatived. 

14.  It  may  be  added  that  in  the  Finance  Act  of 
1918  a provision  was  inserted  the  effect  of  which  is 
to  give  an  allowance  for  the  depreciation  of  mills, 
factories,  and  other  similar  buildings;  but  the  ques- 
tion of  depreciation  so  far  as  it  affects  buildings  is 
dealt  with  in  the  Historical  Note  on  Repairs  to 
Property.  [See  App.  7 (5).] 

15-  The  Income  Tax  treatment  of  terminable 
annuities,  and  the  Inoome  Tax  allowance  for  depre- 
ciation of  plant  and  machinery,  are  the  subjects  of 
separate  notes. 
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BoARn  op  Inland  Revenue, 

Somerset  House. 


HISTORICAL  NOTE  ON  ALLOWANCES  FOR 
WEAR  AND  TEAR  OF  MACHINERY  AND 
PLANT. 

1.  Prior  to  1878  there  was  no  provision  in  the  law 
for  any  deduction  to  be  made,  in  computing  profits  for 
assessment,  in  respect  of  the  wasting  or  depreciation 
of  a trader’s  plant  and  machinery.  The  cost  of 
repairs  was  allowed,  but  nothing  to  represent  the 
annual  diminution  in  the  value  of  the  plant  and 
machinery.  The  omission  of  any  such  allowance  in 
the  early  Acts  was,  doubtless,  due  to  the  fact  that  the 
framers  of  those  Acts  visualized  the  tax  as  a merely 
temporary  impost,  and,  in  consequence,  took  a rather 
xiarrow  view  of  profits  and  of  the  outgoings  necessary 
to  earn  those  profits. 


2.  In  course  of  time  some  bodies  of  Local  Commis- 
sioners began  to  make  allowances  for  depreciation  in 
spite  of  the  absence  of  legal  provision,  but  the  prac- 
tice was  neither  uniform  nor  of  general  application 
Some  of  the  witnesses  before  the  Select  Committee  of 
1851-2,  for  example,  emphatically  denied  that  allow- 
ances for  wear  and  tear  of  machinery  were  made 
(Lee,  3,252;  Murray,  3,673),  but  the  evidence  of 
Messrs.  Dickens  and  Cane,  Special  Commissioners  s.C.1851/2. 
(and,  it  may  be  added,  of  Parliamentary  Debates  of  1280/5, 
this  period),  show  conclusively  that  certain  bodies  of 
Commissioners,  apparently  without  opposition  on  the 
part  of  the  Revenue,  were  making  general  allowances 
for  depreciation.  The  Special  Commissioners  told  the 
Committee  that  there  was  a general  allowance  for 
depreciation  of  machinery,  but  that  it  varied  very 
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much  from  district  to  district.  As  to  their  own  prac- 
tice they  said  “ we  generally  take,  in  the  great  manu- 
facturing districts,  the  scale  adopted  by  the  manufac- 
turers themselves,  sitting  as  Commissioners.” 

3.  With  the  law  thus  outstripped  by  the  practice  it 
was  not  surprising  that  complaint  was  raised  as  to  the 
want  of  uniformity,  flagrant  unfairness  and  gross 
anomalies  in  such  allowances  as  were  made.  This 
happy-go-lucky  state  of  affairs  led,  in  1863,  to  a pro- 
posal in  the  House  of  Commons  that  the  Commis- 
sioners should  be  allowed  to  determine  whether  an 
allowance  should  be  made  or  not,  but  that  where  they 
had  decided  that  question  in  favour  of  the  taxpayer 
they  should  allow  a uniform  deduction  of  5 per  cent., 
whatever  the  character  of  the  machinery.  This  pro- 
posal did  not  commend  itself  to  the  Chancellor  of  the 
Exchequer,  who  was  of  opinion  that  if  an  allowance 
was  to  he  legalized  at  all  “ wear  and  tear  should  be 
“ regarded  as  a matter  of  fair  exemption;  but  that 
“ the  amount  to  be  allowed  for  it  should  be  left  to  the 
“ discretion  of  the  Commissioners.” 

4.  The  Customs  and  Inland  Revenue  Act  of  1878 
authorized  for  the  first  time  an  allowance  in  respect 
of  “ the  diminished  value  by  reason  of  wear  and  tear 
during  the  year  ” of  plant  and  machinery  used  for  the 
purposes  of  a trade.  The  amount  of  the  allowance 
was  to  be  determined  by  the  Commissioners. 

5.  In  1897  an  administrative  concession  carried  the 
matter  a step  further.  In  a letter  addressed  to  the 
Association  of  Chambers  of  Commerce  by  order  of  the 
Chancellor  of  the  Exchequer,  it  was  stated  that  where 
a claim  was  made  in  respect  to  the  introduction  of 
more  modern  machinery  into  a concern,  no  objection 
would  be  taken  on  the  part  of  the  Revenue  to  the 
allowance  of  so  much  of  the  cost  of  replacement  as  was 
represented  by  the  existing  value  of  the  replaced 
machinery.  This  concession  admitted  the  principle  of 
an  allowance  for  “ obsolescence,”  which  had  been 
refused  by  the  Courts  in  1894  as  not  within  the  pro- 
visions of  the  1878  Act. 

6.  This  question  of  depreciation  was  one  of  those 
specifically  remitted  to  the  Departmental  Committee 
which  reported  in  1905.  The  Committee  did  not  sug- 
gest any  substantial  legal  change,  being  of  the  opinion 
that  ignorance  of  the  law  and  of  the  authorized  prac- 
tice, and  the  want  of  uniformity  resulting  therefrom, 
were  the  matters  that  principally  called  for  remedy; 

■t  but  they  recommended  that  the  wear  and  tear  allow- 
ance should  be  made  by  the  Additional  Commis- 
sioners when  they  assessed  the  profits  and  not  by  the 
General  Commissioners  when  confirming  the  assess- 
ment, and  that  where  the  allowance  exceeded  the 


assessable  profits  for  the  year  the  balance  should  be 
carried  forward  and  set  against  future  assessments. 

(The  text  of  the  Committee’s  report  so  far  as  it 
relates  to  this  subject  is  given  below.) 

7.  Legal  effect  was  given  to  these  recommendations 

in  1907,  and  at  the  same  time  it  was  provided  that  the  7 Bd'W’o7A  9B 
aggregate  wear  and  tear  allowances  to  any  owner  of  0ap‘  ’ e0,  -6' 
plant  and  machinery  should  not  exceed  the  actual 
cost  to  him  of  those  assets. 

8.  The  amount  of  the  allowance  being  in  the  dis- 
cretion of  different  bodies  of  Income  Tax  Commis- 
sioners concerned,  the  danger  existed  of  a certain 
lack  of  uniformity  in  the  allowances  made,  even  in  the 
same  trade,  and  on  the  same  class  of  machinery. 

Agreements  made  between  various  important  trade 
associations  and  the  Revenue,  by  which  rates  of  depre- 
ciation on  different  classes  of  plant  and  machinery 
were  settled,  subject  to  the  concurrence  of  the  Com- 
missioners, did  a good  deal  to  limit  this  danger,  but 
they  did  not  cover  the  whole  field,  and  complaints 
were  still  made  by  traders  and  manufacturers.  In 
these  circumstances  section  24  of  the  Finance  Act,  g&9Geoy 
1918,  was  passed.  This  section  empowers  the  Board  cap.  15,  Sec!  24. 
of  Inland  Revenue  to  refer  any  application  for 
the  alteration  of  the  amount  of  any  wear  and  tear 
allowance  to  the  Board  of  Referees  (a  body  set  up 
primarily  in  connection  with  the  Excess  Profits 
Duty),  and  those  Referees,  if  they  are  satisfied  that 
the  application  is  made  by  a considerable  number  of 
persons  engaged  in  any  class  of  trade  or  business,  are 
to  determine  the  deduction  to  be  allowed.  At  the 
same  time  the  allowance  for  obsolescence  admitted  in 
practice  since  1897  was  formally  legalized. 

9.  War  conditions  made  inevitable  certain  tem- 
porary extensions  of  the  wear  and  tear  allowance.  To 
concerns  which  were  “ controlled  ” under  the  Muni- 
tions of  War  Act,  1915,  the  Income  Tax  allowance  has 
been  temporarily  extended  for  the  period  of  control, 

by  the  Finance  Acts  of  1916  and  1917  to  include  the  24?Sec.’80. 
deductions  for  exceptional  depreciation  or  obso-  " ’ 
lescence  which  have  been  allowed  for  Excess  Profits  ^ & g Qe0  y 
Duty  and  Munitions  Levy  purposes.  This  legislation  cap.  31,  Sec  ’l0. 
was  provided  to  meet  the  case  of  controlled  concerns 
which,  owing  to  war  requirements,  were  obliged  to 
undertake  abnormal  expenditure  which  might  have 
little  or  no  post-war  value. 

10.  In  1918  a White  Paper  was  published  setting 

out  the  legal  and  the  practical  position  of  this  subject  Cd- 913*- 
and  containing  a Schedule  of  rates  of  depreciation 
agreed  upon  by  trade  representatives  and  the  Com- 
missioners of  Inland  Revenue.  fA  copy  of  this  White 
Paper  forms  Enclosure  B.  to  this  Note.] 
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EXTRACT  FROM  THE  REPORT  OF  THE 
DEPARTMENTAL  COMMITTEE  OF  1905. 

V . Depreciation  of  assets  charged  to  capital 
account. 

68.  The  earlier  Acts  of  1842  and  1853  allowed  as  a 
trade  expense  of  a business  the  actual  cost  of  repairs 
of  premises,  plant  and  machinery,  and  of  the  supply 
or  repair  of  implements  and  utensils.  But  they  made 
no  specific  provision  for  a deduction  from  gross  profits 
to  cover  the  depreciation  in  the  capital  value  of  such 
subjects  due  to  deterioration  not  made  good  by 
repairs. 

69.  Apparently,  however,  practice  gradually  became 
more  liberal  than  the  letter  of  the  law  in  respect  of 
plant  and  machinery,  the  expression  “ the  supply  or 
repairs  or  alterations  of  any  implements,  utensils,  or 
articles  employed  for  the  purpose  of  such  trade, 
manufacture,  etc.”  (in  Rule  3 of  Case  1,  Schedule  D, 
Section  100  of  the  Act  of  1842),  being  interpreted  to 
include  “renewals”;  and  in  certain  cases  allowances 
came  to  be  made,  more  especially  in  respect  of  ships, 
which  to  some  extent  admitted  of  the  writing  off  from 
profits  of  certain  amounts  towards  replacement. 

70.  It  was  not,  however,  until  1878  that  legislative 
sanction  was  formally  given  for  such  allowances.  Bv 
the  Customs  and  Inland  Revenue  Act  of  that  year 


authority  was  given  to  the  General  and  Special  Com 
missioners  for  Income  Tax  respectively  to — 

“ allow  such  deduction  as  they  may  think  jus! 
“ and  reasonable  as  representing  the  diminished 
“ value  by  reason  of  wear  and  tear  during  the 
“ year  of  any  machinery  or  plant  used  for  the 
“ purpose  of  the  concern.” 

71.  The  interpretation  of  this  enactment  has 
formed  the  subject  of  more  than  one  reference  to  the 
Courts,  and  even  now  it  does  not  appear  to  be  quite 
clear  whether  the  judicial  decisions  obtained  require 
the  section  to  be  read  as  meaning  no  more  than  this, 
that  loss  by  depreciation  may  be  allowed,  even  though 
no  expenditure  has  been  incurred  in  making  it  good 
by  repairs,  or  as  meaning  that,  after  all  damage  by 
wear  and  tear  has  been  made  good  by  repairs,  short  of 
renewal,  a further  allowance  may  be  made  in  respect 
of  the  imperceptible  and  irremediable  deterioration 
due  to  age. 

72.  The  opinion  of  the  Board  of  Inland  Revenue 
and  the  practice  follows  the  latter  and  more  liberal 
interpretation,  which  seems  to  us  the  correct  one. 

73.  As  a result,  a definite  scale  of  allowance  for 
depreciation  of  . the  character  indicated  has  been 
established  for  ships,  4 per  cent,  on  the  prime  cost  of 
a vessel  being  annually  allowed  as  a deduction  from 
profits,  until  96  per  cent,  of  the  cost  lias  been  written 
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off.  As  regards  plant  and  machinery,  no  such  precise 
scale  of  allowance  has  been  laid  down,  nor  is  any  pos- 
sible that  would  fit  all  the  varying  circumstances  of 
manufacturing  machinery.  But  even  here  consider- 
able progress  has  been  made  in  establishing  typical 
rates  of  allowance  on  different  classes  of  machinery, 
as  is  shown  in  Appendix  No.  IV.  The  effect  of  the 
concessions  is  strikingly  shown  in  Enclosure  2 to 
Appendix  III.,  from  which  it  appears  that  the 
amount  of  income  exempted  on  account  of  wear  and 
tear  has  grown  steadily  from  £4,100,000  in  1893-4  to 
£12,700.000  in  1902-3. 

*****  * 

76.  Finally,  the  concession  made  by  the  Act  of  1878 
in  respect  cf  wear  and  tear  of  Plant  and  Machinery 
was  carried  somewhat  further  by  administrative 
action  in  1897,  when,  in  a letter  addressed  to  the 
Association  of  Chambers  of  Commerce,  by  order  of 
the  Chancellor  of  the  Exchequer,  and  printed  in 
Appendix  No.  Y,  it  was  laid  down  ithat  “ where  a 
claim  is  made  in  respect  of  the  introduction  of  more 
modern  machinery  into  a factory,  no  objection  (i.e.,  on 
the  part  of  the  Inland  Revenue)  is  to  be  taken  to  the 
allowance,  as  a deduction  from  the  assessable  profits 
of  the  year,  of  so  much  of  the  cost  of  replacement  as 
is  represented  by  the  existing  value  of  the  machinery 
replaced.” 

77.  TVe  think  that  the  policy  indicated  in  that  letter 
sufficiently  meets  the  reasonable  claims  of  machinery 
users  in  respect  of  the  replacement  of  obsolete 
machinery.  But  it  appears  that,  although  the  letter 
was  published  at  the  time,  no  very  formal  steps  have 
been  taken,  either  by  the  Association  of  Chambers 
of  Commerce  or  by  the  Revenue  Authorities,  to  keep 
the  concession  which  it  offered  before  the  minds  of 
manufacturers  or  of  the  several  bodies  of  General 
Commissioners,  and  in  consequence  a large  amount 
of  ignorance  seems  to  prevail  in  regard  to  it.  This 
is  true  also  as  regards  the  subject  as  a whole,  and 
we  think  that  effective  steps  should  be  taken,  both  to 


make  the  law  itself  clear  and  to  give  the  public 
reasonable  facilities  for  ascertaining  their  rights  and 
obligations.  We  are,  indeed,  of  opinion  that  a want 
of  knowledge  of  the  law  and  of  authorised  practice, 
and  the  want  of  uniformity  thereby  engendered  are 
the  matters  that  principally  call  for  remedy  in  this 
branch  of  our  inquiry,  and  apart  from  them  we 
do  not  consider  that  any  substantial  change  is  called 
for  beyond  that  already  recommended  as  regards 
depreciation  of  premises. 

****** 

79.  In  one  small  point  the  present  procedure  ia 
unnecessarily  cumbrous,  viz.,  that,  after  the  assess- 
ment of  profits  has  been  made  by  the  Additional 
Commissioners,  the  deduction  for  wear  and  tear  is 
left  for  allowance  before  the  General  Commissioners. 
We  recommend  that,  while  the  return  of  average- 
profits  should  continue  to  be  made  without  deduction 
for  wear  and  tear,  that  deduction  should  be  claimed 
simultaneously  and  should  be  subject  to  approval 
or  amendment  by  the  Additional  Commissioners, 
whose  assessment  should  be  on  the  net  profits  after 
deduction  for  wear  and  tear  as  allowed  by  them, 
subject,  of  course,  to  appeal  to  the  General  Commis- 
sioners. It  would,  however,  in  the  event  of  this  pro- 
cedure being  adopted,  be  very  necessary  that,  in 
claiming  such  deduction,  traders  should  be  required 
to  specify  clearly  the  sums  charged  in  their  accounts 
for  supply  or  repair  of  plant  and  machinery,  and  the 
precise  purposes  for  which  they  have  been  expended. 

80.  Further,  it  is  a genuine  grievance  that  where 
the  year’s  business  has  resulted  in  a loss,  or  in  a 
profit  insufficient  to  cover  the  allowance  for  wear  and 
tear,  the  deficiency  cannot  be  taken  into  account  in 
the  following  years.  We  recommend  that  when  this 
occurs  the  amount  of  the  allowance  should  be  de- 
ducted from  the  actual  profit,  or  added  to  the  actual 
loss  of  the  year,  for  the  purpose  of  calculating  the- 
average  in  subsequent  years. 
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INCOME  TAX. 

Memorandum  by  the  Board  of  Inland  Revenue  on 

THE  SUBJECT  OF  ALLOWANCES  FOR  DEPRECIATION  AND 

OBSOLESCENCE  OF  PLANT  AND  MACHINERY,  &C. 

Wear  and  Tear  Allowances. — Legal  Position. 

(1)  The  Customs  and  Inland  Revenue  Act,  1878,  Sec- 
tion 12  (quoted  in  the  Appendix)  authorises  a deduc- 
tion in  the  assessment  of  profits  of  such  an  amount  as 
the  Income  Tax  Commissioners  concerned  “ may  think 
just  and  reasonable  as  representing  the  diminished 
value  by  reason  of  wear  and  tear  during  the  year  of 
any  machinery  or  plant  used  for  the  purposes  of  the 
concern.”  This  deduction  is  in  addition  to  the  allow- 
ance made  in  respect  of  the  cost  of  repairs  to 
the  machinery  or  plant. 

(2)  There  is  no  statutory  limit  to  the  amount  which 
the  Income  Tax  Commissioners  may  allow  in  any  year, 
but  the  aggregate  amount  of  the  deductions  from  first 
to  last  must  not  exceed  the  actual  cost  of  the  machinery 
and  plant  to  the  person  by  whom  the  concern  is 
carried  on. 

(3)  It  may  happen  that  the  assessment  on  the  profits 
of  a trader  for  a particular  tax  year  is  nil,  or  is  less 
than  the  amount  of  the  wear  and  tear  allowance  for 
that  year,  so  that  he  cannot  get  the  full  deduction 
from  that  year’s  assessment  to  which  he  would  other- 
wise have  been  entitled ; in  such  a case  that  part  of  the 
allowance  to  which  effect  cannot  be  given  is  carried 
forward  and  added  to  the  allowance  for  the  next  year, 
and  so  on  for  succeeding  years.  (Finance  Act,  1907, 
Section  26  (3),  quoted  in  the  Appendix.) 

Rates  Agreed  for  Certain  Trades. 

(4)  Although  no  fixed  scale  of  allowance  is  prescribed 
by  law,  definite  rates  of  depreciation  on  different 
classes  of  machinery  have  been  agreed  upon  for 
uniform  application — subject  to  the  concurrence  of  the 
respective  bodies  of  Income  Tax  Commissioners — in  a 


number  of  important  industries  as  the  result  of  ap- 
plications by  representatives  of  the  industries  to  the 
Board  of  Inland  Revenue.  Although  these  allowances 
have  been  generally  adopted  and  accepted  by  the  tax- 
payers, the  power  to  appeal  to  the  Board  of  Referees 
( see  paragraph  5)  will  not  be  affected  by  any 
such  agreement. 

A Schedule  of  these  rates  forms  part  of  the  present 
statement. 

Appeal  to  Board  of  Referees. 

(5)  The  Finance  Act,  1918,  Section  24  (1) — quoted 
in  the  Appendix — provides  that  in  cases  affecting  a 
class  of  trade  or  business  the  question  of  the  amount 
to  be  allowed  for  wear  and  tear  may  be  carried  from 
the  Income  Tax  Commissioners  to  the  Board  of 
Referees.  Application  in  such  a case  has  first  to  be 
made  to  the  Commissioners  of  Inland  Revenue  and 
those  Commissioners  refer  the  case  to  the  Board  of 
Referees.  If  the  Board  of  Referees  are  satisfied  that 
the  application  is  made  by  or  on  behalf  of  any  con- 
siderable number  of  persons  engaged  in  any  class  of 
trade  or  business  they  consider  the  case  and  determine 
the  amount  of  the  allowance. 

Income  Tax  Authorities  Concerned . 

(6)  The  authorities  who  have  duties  to  perform  in 
connection  with  wear  and  tear  allowances  are  the  Com- 
missioners of  Inland  Revenue,  the  Income  Tax  Com- 
missioners, and  the  Board  of  Referees. 

The  Commissioners  of  Inland  Revenue 
are  civil  servants  and  constitute  the  Statutory  Board 
entrusted  with  the  collection  and  management  of  In- 
land Revenue.  They  are  responsible  to  the  Chancellor 
of  the  Exchequer  and  are  represented  in  the  numerous 
districts  into  which  the  country  is  divided  by  their 
Surveyors  of  Taxes  (who  are  also  salaried  civil  ser- 
vants) . 
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The  Income  Tax  Commissioners. 

With  the  exception  of  the  Special  Commissioners  of 
Income  Tax,  the  Commissioners  concerned  (who  are 
more  generally  known  as  the  District  Commissioners  of 
Taxes)  are  local  bodies  which  act  only  in  their  respec- 
tive areas  (some  700  in  number).  They  are  not  salaried 
officials,  but  are  representative  residents  in  the  locality 
and  are  recruited  from  the  Land  Tax  Commissioners 
named  in  a statutory  list  which  is  from  time  to  time 
renewed  by  Act  of  Parliament.  Their  functions  in- 
clude the  making  of  assessments,  the  hearing  of 
appeals,  and  the  allowance  of  deductions  for  wear  and 
tear. 

The  Special  Commissioners  of  Income  Tax  are  a 
body  of  salaried  officials  with  similar  powers  but  act- 
ing (for  the  most  part)  only  in  those  cases  where  the 
taxpayer  elects  to  be  dealt  with  by  them  instead  of  by 
the  District  Commissioners. 


Original  cost  of  the  machine  replaced 
Less  (a)  aggregate  amount  of  wear 
and  tear  allowances  already 
made  in  respect  of  the 
machine 

( b ) sum  realised  by  its  sale  ... 


£1,000 


£600 

60 

650 


Amount  treated  as  trade  expense  in 
year  of  replacement  ...  ...  ...  £350 

Assuming  the  total  written  down  value  of  the 
trader’s  plant  and  machinery  before  the  sale  of  the 
obsolete  machine  to  be  £10,000,  future  wear  and  tear 
allowances  will  be  made  upon  a value  of  £11,000, 
thus : — 

Written  down  value  of  total  plant,  &c.  ...  £10,000 
Deduct  written  down  value  of  the  obsolete 
machine  ...  ...  ...  ...  ...  400 


The  Board  of  Referees 

are  a central  body  of  business  men  which  was  set  up 
in  connection  with  the  Excess  Profits  Duty.  The 
names  of  the  existing  members  of  the  Board  are  given 
in  a footnote.*  Their  only  duty  in  connection  with 
Income  Tax  is  to  deal  with  applications  for  the  deter- 
mination of  wear  and* 1 11  tear  allowances  where  those 
applications  are  made  by  a considerable  number  of 
persons  engaged  in  a particular  class  of  business. 
•{Sec  paragraph  5.) 

Replacement  of  Obsolete  Machinery  or  Plant. 

(7)  In  addition  to  the  allowance  for  wear  and  tear 
of  plant  and  machinery  there  has  been  in  operation 
since  1897  an  allowance  for  obsolescence,  and  this 
allowance  has  been  made  statutory  by  Section  24  (3) 
of  the  Finance  Act,  1918  (quoted  in  the  Appendix). 

The  necessity  for  this  allowance  arises  from  the 
fact  that  machinery  has  frequently  to  be  replaced, 
before  it  is  worn  out,  owing  to  its  having  become 
-obsolete  and1  incapable  of  competing  with  more  up-to- 
date  machinery.  Accordingly,  where  new  machinery 
is  introduced  in  place  of  machinery  not  wholly  worn 
•out,  an  allowance  is  made,  as  a deduction  from  the 
profits  of  the  year,  of  so  much  of  the  cost  of  replace- 
ment as  is  equivalent  to  the  written  down  value  of 
the  machinery  replaced  less  any  sum  realised  by  the 
sale  of  it — the  balance  of  the  cost  of  the  mew 
machinery  being  an  addition  to  the  capital  of  the 
business. 

For  example,  from  the  value  of  a machine  which 
originally  cost  £1,000,  wear  and1  tear  allowances  have 
been  made  year  by  year  until  they  have  aggregated 
£600,  so  that  the  written  down  value  of  the  machine 
stands  at  £400.  The  trader  now  considers  that  the 
machine  is  obsolete,  scraps  it  and  replaces  it  by  an 
up-to-date  machine  which  costs  £1,400.  He  sells  the 
old  one  for  £50.  He  is  entitled  to  charge  as  a trade 
expense  incurred  in  the  year  in  which  the  replace- 
ment is  made  the  sum  of  £350,  that  is — 


* Present  Board  of  Referees. 

1.  D.  M.  Kerly,  K.C.  {Chairman),  Barrister. 

2.  Sir.  J.  Colman,  Bart.,  Mustard  Manufacturer,  Chairman  of 

Commercial  Union  Assurance  Co.,  and  Financier. 

"3.  W.  F.  Clark,  Mining  Engineer. 

4.  W.  H.  Cook.  Accountant. 

5.  A.  Cooke,  Manufacturer  (Belfast). 

6.  Lord  Faber,  Banker. 

7.  A.  W.  Faire,  Boot  Manufacturer. 

8.  J.  E.  Fottrell,  Irish  Banker. 

9.  F.  VV.  Gibbins,  Steel  Plate  Manufacturer. 

1 0.  Sir  C*  G.  Hyde,  Contractor. 

11.  .T.  A.  Jones,  Ship  Owner. 

12.  Rt.  Hon.  Leif  Jones,  M.P.,  Underwriter. 

13.  Sir  H.  Woodburn  Kirby,  Accountant. 

14.  E.  Manville,  Motor  Manufacturer. 

15.  R.  H.  March,  Accountant. 

16.  L.  F.  Massey,  Engineer. 

17.  W.  McLintock,  Accountant. 

1 8.  A.  C.  Miles,  Accountant. 

19.  C.  D.  Morton,  Provision  Merchant. 

20.  C.  H.  Nelson,  Accountant. 

21.  Sir  W.  B.  Peat,  Accountant. 

22.  W.  Penrose-Green,  Engineer. 

23.  J.  H.  Tritton,  Banker. 

24.  W.  Tyzack,  Cutler. 

25.  W.  T.  Walton,  Accountant. 

26.  Howard  Williams,  Warehouseman. 

27.  A.  W.  Wyon,  Accountant. 

Note. — The  question  of  adding  further  names  to  this  list  is 
under  consideration. 


9,600 

Add  cost  of  new  machine  ...  1,400 


£11,000 


The  obsolescence  allowance  is  not  made  in  quite  the 
same  way  as  the  wear  and  tear  allowance  under  para- 
graph I,  for  the  latter  is  by  Statute  an  allowance 
from  the  assessment  after  the  three  years’  average  is 
struck.  Thus  the  wear  and  tear  allowance  applicable 
to  the  year  1918-19  would  be  given  as  a deduction 
from  the  gross  assessment  for  1918-19  as  follows : — 
Trading  profits  (before  allowing  wear  and  tear) — 


1915—  Loss  5,000 

1916—  Profit  10,000 

1917—  Profit  ...  ...  13,000 

3)18,000 

Gross  assessment  1918-19  ...  ...  6,000 


(If  the  total  wear  and  tear  allow- 
ance due  for  the  year  1918-19  were 
£6,500  a sum  of  £6,000  would  be 
allowed  against  the  1918-19  assess- 
ment, and  the  balance  of  £500 
carried  forward  for  deduction  in 
future  years.) 

Wear  and  tear  allowance  ...  ...  6,000 

Net  amount  on  which  tax  is  parable 
for  1918-19  ...  nil 

An  allowance  for  obsolescence  in  191S  of  say  £10,000 
would,  however,  be  a deduction  from  the  commercial 
profits  of  1918,  turning  them  from  a profit  of  say 
£9,800  to  a loss  of  £200.  The  first  assessment  to  be 
affected  would  be  that  of  1919-20,  as  follows:  — 


£ 

Profits  1916  

10,000 

1917  

13,000 

1918 — Loss 

200 

3)22,800 

Gross  assessment  1919-20 

Less — 

7,600 

Allowance  for  wear  and  tear, 

say,  £6,800,  for  1919-20,  plus  the 
unexhausted  balance  carried  for- 
ward from  1918-19,  £500= 

7,300 

Net  amount  on  which  tax  is  pay- 

able for  1919-20 

£300 

The  business  year  1918  would  also  come  into  the 
average  for  the  tax  years  1920-21  and  1921-22,  by 
which  time  the  allowance  would  have  had  its  full 
effect. 

Cost  of  Renewals  as  an  Alternative  Method. 

(8)  As  an  alternative  to  the  allowance  for  wear 
and  tear  and  obsolescence  of  plant  and  machinery, 
the  cost  of  renewing  plant  and  machinery  may  be 
claimed  as  a deduction  in  the  computation  of  Income 
Tax  liability  under  Schedule  D.  When  this  course 
is  preferred  by  the  taxpayer  the  amount  to  be  allowed 
is  the  actual  cost  of  the  new  plant  and  machinery 
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(excluding  any  part  of  such  oost  which  is  attribu- 
table to  additions  or  improvements,  i.e.,  to  »u  in- 
crease in  capital)  after  'deducting  the  scrap  value  or 
realised  price  of  the  plant  and  machinery  replaced. 

Example  (a). — A machine  which  originally  cost 
£1,000  is  worn  out  and  replaced  by  a machine  of 
similar  power  or  size  or  capacity  which  now  costs 
£1,500.  The  whole  of  this  expense  of  £1,500  is 
allowable  from  the  profits  of  the  year  in  which  it  is 
incurred. 

Example  (b). — A machine  which  originally  cost 
£1,000  is  worn  out  and  replaced  by  one  of  greater 
power  or  size  or  capacity  costing  £2,500.  The  amount 
to  be  allowed  as  an  expense  is  in  this  case  not  the  full 
£2,500,  but  only  the  oost  of  replacing  the  old  machine 
by  one  of  similar  power  or  capacity — say  £1,500. 

Although  this  method  of  allowance  is  alternative 
to  the  wear  and  tear  allowance  for  the  same  class  of 
plant,  the  two  principles  may  run  concurrently  for 
different  classes  of  assets  in  the  same  business.  For 
example  the  wear  and  tear  allowance  may  apply  to 
fixed  machinery,  while  the  renewal  method  is  used  for 
loose  plant. 

Buildings. 

9.  In  the  computation  of  the  profits  of  his  business 
for  assessment  under  Schedule  D,  a trader  is  allowed 
to  deduct  as  a trade  expense  his  whole  outlay  on 
repairs,  maintenance,  and  insurance  of  his  trade 
premises. 

Where  he  owns  the  premises  which  he  occupies  for 
the  purpose  of  his  business,  and  therefore  has  to  bear 
the  Income  Tax  (Schedule  A)  on  those  premises,  he 
is  also  allowed  a set-off  in  arriving  at  the  liability 
under  Schedule  D,  of  the  amount  on  which  he  has 
actually  paid  Income  Tax  (Schedule  A),  i.e.,  of  an 
amount  equal  to  five-sixths  of  the  full  annual  value 
of  the  premises.  (This  provision  is  of  course  neces- 
sary in  order  to  prevent  double  taxation  of  the  same 
item,  once  under  Schedule  D and  a second  time 
under  Schedule  A.) 

But,  although  an  owner-occupier  of  trade  premises 
has  actually  paid  the  Schedule  A tax  on  only  five- 
sixths  of  the  annual  value,  he  is  allowed  (under 
Section  24  (4)  of  the  Finance  Act,  1918,  quoted  in 
the  Appendix)  in  the  case  of  premises  which  are 
peculiarly  subject  to  depreciation,  viz.,  mills,  fac- 
tories, and  other  similar  premises,  to  deduct  the 
whole  (six-sixths)  of  the  annual  value  in  computing 
his  profit  for  assessment  under  Schedule  D.  That  is 
to  say  he  is  allowed  every  year  absolutely  tax-free  a 
sum  equal  to  one-sixth  of  the  annual  value  of  the 
mill  or  factory  to  provide  a sinking  fund  to  replace 
the  building. 

The  operation  of  the  allowance  may  be  seen  from 
the  following  example:  — 

Old  Method  : — 


Year. 

Profits. 

Net  Schedule  A 
Assessment. 

£ 

£ £ 

1915. 

10,000 

- 500  = 9,500 

1916. 

11,000 

— 500  = 10,500 

L917. 

14,000 

- 1,000  = 13,000 

3)33,000 

1918-19  assessment  under  the  previous 

£11,000 


New  Method  : — 


Y ear. 

Profits. 

Gross  Schedule  .4 
Assessment. 

£ 

£ £ 

1915. 

10,000 

- 600  = 9,400 

1916. 

11,000 

- 600  = 10,400 

1917. 

14,000 

- 1,200  = 12,800 
3)32,600 

1918-19 

assessment 

under  the  law  as 

now 

altered 

£10,867 

Temporary  Provisions  necessitated  by  War 
Conditions. 

Extra  Wear  and  Tear. 

10.  With  the  exception  of  the  rates  relating  to 
the  Motor  Omnibus,  Saw  Milling  and  Steel  industries, 
the  rates  of  depreciation  given  in  the  Schedule  were 
agreed  upon  under  pre-war  conditions. 

Cases  have  arisen,  especially  since  the  commence- 
ment of  the  war,  in  which  machinery  is  suffering 
exceptional  wear  and  tear  owing,  for  example,  to 
extra  hours  of  running,  the  difficulty  of  obtaining 
material  for  effecting  repairs,  the  rougher  usage  to 
which  the  machinery  is  subjected  owing  to  the  em- 
ployment of  unskilled  labour,  and  the  fewer  oppor-, 
tunities  available  for  having  the  machinery  over- 
hauled. In  such  cases  applications  for  special  rates 
of  depreciation  have  been  entertained,  but  generally 
speaking  the  circumstances  of  individual  cases  have 
been  found  to  vary  so  widely  as  to  render  it  im- 
practicable to  fix  a uniform  scale,  and  each  applica- 
tion has  been  dealt  with  on  its  own  merits. 

Machinery  out  of  use. 

11.  Where  machinery  or  plant  has  been  temporarily 
out  of  use  through  circumstances  attributable  directly 
or  indirectly  to  the  present  war  an  allowance  for 
depreciation  is  granted  on  the  same  lines  as  if  the 
diminished  value  had  actually  been  caused  by  “ wear 
and  tear  during  the  year.”  (Finance  Act,  1918, 
Section  24  (2),  quoted  in  the  Appendix.) 

“ Controlled  Establishments.” 

12.  In  one  class  of  case,  namely,  concerns  which 
are  “ controlled  ” under  .the  Munitions  of  War  Act, 
1915,  the  Income  Tax  allowance  has  been  temporarily 
extended,  by  the  Finance  Acts  of  1916  and  1917  (see 
Appendix),  to  include  the  deductions  for  “ excep- 
tional depreciation  or  obsolescence  of  buildings,  plant 
or  machinery  ” which  are  allowed  for  Excess  Profits 
Duty  and  Munitions  Levy  purposes. 

This  allowance  prevents  the  hardship  that  would 
otherwise  arise  owing  to  the  circumstance  that 
“controlled  establishments,”  being  held  at  the  dis- 
posal of  the  Government,  may  be  required  to  alter 
completely  the  course  of  their  business  and  to  under- 
take exceptional  expenditure  which  may  be  of  little 
or  no  post-war  utility  to  them,  e.g.,  on  machinery 
which  may  never  be  replaced,  and  to  which  therefore 
the  ordinary  obsolescence  allowance  would  not  be 
applicable.  The  Finance  Acts  of  1916  and  1917 
accordingly  authorise  the  Income  Tax  Commissioners 
to  revise  the  Income  Tax  allowance  so  as  to  enable 
a deduction  to  be  made  from  profits  of  the  difference 
between  cost  and  post-war  value  of  installations  and 
extensions  (including  buildings)  which  would  not 
have  been  undertaken  but  for  the  war  and  the 
express  requirements  of  the  Government. 

Somerset  House, 

31st  July,  1918. 
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Schedule  of  Agreed  Rates  of  Depreciation  referred  to  in  Paragraph  4. 


(See  Paragraph  10  as  to  Special  Allowances  to  meet  exceptional  wear  and  tear.) 


Industry,  &c. 

Rate 

per 

cent. 

Prime  Cost 
or 

Written-down  Value. 

Nature  of  Plant. 

Remarks. 

Electric  Light  Under- 1 
takings. 

3 

5 

Written-down  value 

Cables. 

Plant  and  machinery. 

Flax  Spinning  and 
Linen  Weaving 
(Ireland). 

7J 

Written-down  value 

Machinery  and  plant  (except 
accessory  plant  such  as  pirns, 
pirn  cages,  spools,  belting, 
driving  ropes,  damask  cards, 
designs,  patterns,  models, 
furniture  and  fixtures). 

Flour  Milling 

5 

7J 

Written- down  value 

Engines,  boilers  and  main 
shafting. 

Other  machinery. 

Gas  Undertakings  other 
than  those  owned  by 
municipal  or  other 
public  authorities. 

3 

10 

Written-down  value 

Gasholders. 

Meters,  cookers  and  gas  fires. 

Motor  Omnibuses 

20 

Written-down  value 

Motor  omnibuses 

(a)  The  rate  of  20  per  cent,  is  to  be 

re-considered  at  the  expira- 
tion of  four  years  commencing 
with  1916-17. 

( b ) This  rate  does  not  apply  to 

commercial  motor  vehicles. 

Paper  Mills  

5 

71 

Written-down  value 

Machinery  working  day  only, 
it  >»  ,,  and 

night. 

Printing  

5 

71 

10 

Written-down  value 

Engines,  boilers  and  shafting. 
Printing  and  binding  machines. 
Type. 

Railway  Wagons 
Shipping  

Written-down  value 

Railway  wagons  

(а)  The  allowance  applies  to  all 

wagons  owned  by  traders. 

(б)  In  the  case  of  railway  com- 

panies the  method  adopted  is 
to  allow  the  actual  cost  of 
renewals  year  by  year. 

4 

3 

Prime  cost 

Prime  cost 

Steamships  

Sailing  vessels. 

With  regard  to  ships  purchased  at 
secondhand  at  prices  in.  excess  of 
the  written-down  value  at  the 
date  of  purchase,  the  following 
arrangements  have  recently  been 
made  : — 

(a)  The  allowance  is  made  on 
the  actual  cost  price  of 
the  ship  to  the  owner  for 
the  time  being  without 
regard  to  the  prime  cost 
to  a previous  owner. 

(&)  The  rate  of  depreciation 
allowable  is  calculated 
by  reference  to  the  reason  - 
able  expectation  of  the 
life  of  the  ship  at  the 
date  of  purchase  from 
the  previous  owner. 

Steel  Manufacturers... 

15 

Written-down  value 

Machinery  and  plant  used  in 
the  manufacture  of  steel. 

The  rate  of  15  per  cent,  represents 
5 per  cent,  for  normal  wear  and 
tear,  and  10  per  cent,  for  the 
additional  wear  and  tear  arising 
from  war  conditions. 

Timber  Merchants, 

Saw  Millers,  and 
Manufacturers  of 

Timber  Goods. 

5 

71 

20 

3 

7 

5 

Written-down  value 

Engines,  boilers,  and  main 
shafting. 

General  saw-milling  plant  and 
machinery. 

Traction  engines,  tractors, 
motorcars,  and  haulage 
plant. 

Tramways 

Written-down  value 

Permanent  way. 

Cables. 

Cars  and  other  rolling  stock. 
General  plane  r.nd  machinery, 
including  standards,  brackets, 
and  work-shop  tools. 

An  allowance  per  mile  of  track 
based  upon  the  estimated  life  of 
the  permanent  way. 

27759 


1 
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Appendix  to  the  Memorandum  by  the  Board  of  Inland  Revenue  on  the  Subject  of 
Allowances  for  Depreciation  etc. 


ENACTMENTS  RELATING  TO  DEDUCTIONS  FOR 
WEAR  AND  TEAR  OF  MACHINERY  AND 
PLANT. 

The  Customs  and  Inland  Revenue  Act,  1878 
(41  and  42  Vict.,  o.  15). 

Section  12. — Provision  as  to  deduction  for  depreciation 
of  machinery  or  plant. 

12.  Notwithstanding  any  provision  to  the  contrary 
oontained  in  any  Act  relating  to  Income  Tax,  the  com- 
missioners for  general  or  special  purposes  shall,  in 
assessing  the  profits  or  gains  of  any  trade,  manufac- 
ture, adventure,  or  concern  in  the  nature  of  trade, 
chargeable  under  Schedule  (D),  or  the  profits  of  any 
concern  chargeable  by  reference  to  the  rules  of  that 
Schedule,  allow  such  deduction  as  they  may  think  just 
and  reasonable  as  representing  the  diminished  value 
by  reason  of  wear  and  tear  during  the  year  of  any 
machinery  or  plant  used  for  the  purposes  of  the  con- 
cern, and  belonging  to  the  person  or  company  by  whom 
the  concern  is  carried  on ; and  for  the  purpose  of  this 
provision,  where  machinery  or  plant  is  let  to  the  per- 
son or  company  by  whom  the  concern  is  carried  on 
upon  such  terms  that  the  person  or  company  is  bound 
to  maintain  the  machinery  or  plant,  and  deliver  over 
the  same  in  good  condition  at  the  end  of  the  term  of 
the  lease,  such  machinery  or  plant  shall  be  deemed  to 
belong  to  such  person  or  company. 

And  where  any  machinery  or  plant  is  let  upon  such 
terms  that  the  burden  of  maintaining  and  restoring 
the  same  falls  upon  the  lessor,  he  shall  be  entitled  on 
claim  made  to  the  commissioners  for  general  or  special 
purposes,  in  the  manner  prescribed  by  section  sixty- 
one  of  the  Act  of  the  fifth  and  sixth  years  of  her 
Majesty’s  reign,  chapter  thirty-five,  to  have  repaid  to 
him  such  a portion  of  the  sum  which  may  have  been 
assessed  and  charged  in  respect  of  the  machinery  or 
plant,  and  deducted  by  the  lessee  on  payment  of  the 
rent,  as  shall  represent  the  Income  Tax  upon  such  an 
amount  as  the  said  commissioners  may  think  just  and 
reasonable,  as  representing  the  diminished  value  by 
reason  of  wear  and  tear  of  such  machinery  or  plant 
during  the  year : Provided,  that  no  such  claim  shall 
be  allowed  unless  it  shall  be  made  within  twelve 
calendar  months  after  the  expiration  of  the  year  of 
assessment. 


The  Finance  Act,  1907  (7  Ed.  VII.,  c.  13). 

Section  26. — Provisions  with  respect  to  deductions  for 
wear  and  tear  of  machinery  or  plant. 

26.  (1)  For  the  purpose  of  enabling  deductions  for 
wear  and  tear  to  be  allowed  by  the  additional  com- 
missioners, claims  in  respect  of  those  deductions  shall 
be  included  in  the  annual  statement  required  to  be 
delivered  under  the  Income  Tax  Acts  of  the  profits 
or  gains  of  the  concern  for  the  purpose  of  which 
the  machinery  or  plant  is  used,  and  the  additional 
commissioners  in  assessing  these  profits  and  gains 
shall  make  such  allowances  in  respect  of  those  claims 
as  they  think  just  and  reasonable. 

(2)  No  deduction  for  wear  and  tear  or  repayment 
on  account  of  any  such  deduction  shall  be  allowed 
in  any  year  if  the  deduction  when  added  to  the  de- 
ductions allowed  on  that  account  in  any  previous 
years  to  the  person  by  whom  the  concern  is  carried 
on  will  make  the  aggregate  amount  of  the  deductions 
exceed  the  actual  cost  to  that  person  of  the  machinery 
or  plant,  including  in  that  actual  cost  any  expendi- 
ture in  the  nature  of  capital  expenditure  on  the 
machinery  or  plant  by  way  of  renewal,  improvement, 
or  reinstatement. 

(3)  Where  as  respects  any  trade,  manufacture, 
adventure,  or  concern  full  effect  cannot  be  given  to 
the  deduction  for  wear  and  tear  in  any  year  owing 
to  there  being  no  profits  or  gains  chargeable  with 
Income  Tax  in  that  year,  or  owing  to  the  profits  or 
gains  so  chargeable  being  less  than  the  deduction,  the 
deduction  or  part  of  the  deduction  to  which  effect 


has  not  been  given,  as  the  case  may  be,  shall,  for 
the  purpose  of  making  the  assessment  for  the  follow- 
ing year,  be  added  to  the  amount  of  the  deduction 
for  wear  and  tear  for  that  year  and  deemed  to  be 
part  of  that  deduction,  or  if  there  is  no  such  deduc- 
tion for  that  year,  be  deemed  to  be  the  deduction  for 
that  year,  and  so  on  for  succeeding  years. 

(4)  In  this  section  the  expression  “ deduction  for 
wear  and  tear  ” means  the  deduction  allowed,  or 
which  would  be  allowed,  under  section  twelve  of  the 
Customs  and  Inland  Revenue  Act,  1878,  as  represent- 
ing the  diminished  value,  by  reason  of  wear  and  tear 
during  the  year,  of  machinery  or  plant  used  for  the 
purposes  of  any  trade,  manufacture,  adventure,  or 
concern. 


The  Finance  Act,  1916  (6  and  7 Geo.  V.,  o.  24). 

Section  39. — Repayment  of  Income  Tax  on  sums 
deducted  from  profits  under  Munitions  of  War 
Act,  1915,  5 and  6 Geo.  V .,  c.  54. 

39.  (1)  Where  in  calculating  for  the  purposes  of 
Part  II.  of  the  Munitions  of  War  Act  1915,  the  profits 
of  a controlled  establishment  a deduction  has  been 
allowed  under  that  Part  of  that  Act  or  rules  made 
thereunder  in  respect  of  exceptional  depreciation  or 
obsolescence  of  buildings,  plant,  or  machinery,  and  the 
sums  so  deducted  have  not  been  deducted  or  allowed  in 
computing  the  amount  upon  which  Income  Tax  has 
been  paid  in  respect  of  those  profits,  there  shall  be 
allowed  a repayment  of  Income  Tax  equal  to  the 
amount  of  the  Income  Tax  at  the  rate  at  which  that 
tax  has  been  paid  on  the  amount  of  the  sums  so 
deducted : 

Provided  that  the  repayment  of  Income  Tax  under 
this  section — 

(a)  shall  be  made  in  respect  of  the  Income  Tax 
year  which  includes  the  end  of  the  period 
of  assessment  in  respect  of  which  the  said 
deductions  have  been  allowed  under  the 
Munitions  of  War  Act,  1915;  and 

(h)  shall  be  deemed  to  have  effected  a reduction 
of  the  Income  Tax  assessment  by  the  amount 
upon  which  Income  Tax  has  been  so  repaid. 

(2)  Any  application  for  relief  under  this  section  shall 
be  made  to  the  Commissioners  by  whom  the  Income 
Tax  assessment  has  been  made,  and  those  Commis- 
sioners upon  proof  of  the  facts  to  their  satisfaction 
shall  certify  to  the  Commissioners  of  Inland  Revenue 
the  sum  repayable,  and  the  Commissioners  of  Inland 
Revenue  shall  cause  repayment  to  be  made  accordingly. 

The  Finance  Act,  1917  (7  and  8 Geo.  V.,  o.  31). 

Section  16.— Repayment  of  Income  Tax  on  sums 
deducted  from  profits. 

16.  (1)  Where  a deduction  on  account  of  any  of  the 
matters  specified  in  section  thirty-nine  of  the  Finance 
Act,  1916  (which  provides  for  the  repayment  of  Income 
Tax  on  sums  deducted  from  profits)  has  been  allowed 
for  the  purposes  of  excess  profits  duty  in  calculating 
the  profits  of  a controlled  establishment  for  any  period 
during  which  it  is  subject  to  control,  that  section  shall, 
subject  to  the  necessary  modifications,  apply  as  it 
applies  where  a deduction  has  been  allowed  in 
calculating  those  profits  for  the  purposes  of  Part  II. 
of  the  Munitions  of  War  Act,  1915  : 

Provided  that  a repayment  of  Income  Tax  shall  not 
be  allowed  under  this  section  and  also  under  the  said 
section  thirty-nine  in  respect  of  the  Rame  deduction. 

(2)  Sub-section  (3)  of  section  twenty-six  of  the 
Finance  Act,  1907,  shall  apply,  with  the  necessary 
modifications,  with  respect  to  any  repayment  of  In- 
come Tax  under  the  said  section  thirty-nine  or  this 
section,  as  it  applies  with  respect  to  deductions  for 
wear  and  tear. 
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The  Finance  Act,  1918  (8  and  9 Geo.  V.,  o.  15). 
Section  24. — Provision  with  respect  to  deductions  for 
wear  and  tear  of  plant , &c. 

24.  (1)  Where  an  application  is  made  to  the  Com- 
missioners of  Inland  Revenue  for  the  alteration  of 
the  amount  of  any  deduction  for  wear  and  tear,  the 
Commissioners,  unless  they  are  of  opinion  that  the 
application  is  frivolous  or  vexatious,  shall  refer  the 
case  to  the  Board  of  Referees,  and  that  Board  shall, 
if  they  are  satisfied  that  the  application  is  made  by 
or  on  behalf  of  any  considerable  number  of  persons 
engaged  in  any  class  of  trade  or  business,  take  the 
application  into  their  consideration,  and  determine 
the  deduction  to  be  allowed. 

In  this  section — 

The  expression  “ deduction  for  wear  and  tear  ” 
has  the  same  meaning  as  in  section  twenty- 
six  of  the  Finance  Act,  1907 ; and 
The  expression  “ Board  of  Referees  ” means  any 
Board  of  Referees  appointed  for  the  pur- 
pose of  Part  III.  of  the  Finance  (No.  2) 
Act,  1915,  or,  if  there  is  no  such  Board,  a 
Board  of  Referees  to  be  appointed  for  the 
purpose  of  this  section  by  the  Treasury. 

(2)  Section  twelve  of  the  Customs  and  Inland 
Revenue  Act,  1878,  as  amended  by  section  twenty-six 


of  the  Finance  Act,  1907,  shall  have  effect  as  if  the 
references  therein  to  diminished  value  by  reason  of 
wear  and  tear  during  the  year  of  any  machinery  or 
plant  included  references  to  diminished  value  by 
reason  of  any  machinery  or  plant  having  been  tem- 
porarily out  of  use  at  any  time  during  the  year 
through  circumstances  attributable,  directly  or  in- 
directly, to  the  present  war. 

(3)  In  estimating  the  profits  or  gains  of  any  trade, 
manufacture,  adventure,  or  concern  in  the  nature  of 
trade  chargeable  under  Schedule  D.,  or  the  profits 
of  any  concern  chargeable  by  reference  to  the  rules 
of  that  Schedule,  there  shall  be  allowed  to  be  de- 
ducted as  expenses  incurred  in  any  year  so  much  of 
any  amount  expended  in  that  year  in  replacing  any 
plant  or  machinery  which  has  become  obsolete  as  is 
equivalent  to  the  cost  of  the  plant  or  machinery 
replaced  after  deducting  from  that  cost  the  total 
amount  of  any  allowances  which  have  at  any  time 
been  made  in  estimating  profits  or  gains  as  aforesaid 
on  account  of  the  wear  and  tear  of  that  plant  and 
machinery  and  any  sum  realised  by  the  sale  of  that 
machinery  or  plant. 

(4)  Section  nine  of  the  Finance  Act,  1898  (which 
relates  to  the  amount  of  the  deduction  to  he  allowed 
on  account  of  the  annual  value  of  premises),  shall  not 
apply  in  the  case  of  any  premises  being  mills, 
factories,  or  other  similar  premises. 
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HISTORICAL  NOTE  ON  TERMINABLE 
ANNUITIES. 

1.  From  the  early  days  of  Income  Tax  in  England 
there  have  been  those  who  questioned  the  justice  of 
imposing  the  tax  upon  the  whole  of  the  income  de- 
rived from  life  or  terminable  annuities.  The  in- 
come from  these  annuities  has  always  been  treated 
by  the  Income  Tax  Acts  as  income  chargeable  on  the 
full  amount  of  the  annuities,  without  regard  to  any 
question  of  capital  involved.  Those  who  have  denied 
the  equity  of  this  treatment  have  based  their  oppo- 
sition on  the  argument  that  the  terminable  annuity 
was  made  up  of  two  elements,  one  admittedly  in- 
terest, the  other  a return  of  part  of  the  capital  sum 
invested ; and  they  have  further  contended  that 
these  two  elements  are  separable  and  should  be 
separated,  the  interest  portion  properly  falling  within 
the  tax,  the  capital  portion  being  entirely  exempted 
Alternatively  they  have  sometimes  asked  that  if  the 
whole  amount  of  the  annuity  is  to  be  taxed,  the  charge 
should  at  least  be  made  at  something  less  than  the 
full  rate  on  the  ground  that  the  income  is  temporary. 

2.  When  Sir  Robert  Peel  re-imposed  the  Income 
Tax  in  1842  he  was  urged  to  make  some  differentia- 
tion between  incomes  from  perpetual  and  terminable 
annuities  by  way  of  a reduction  in  the  rate  of  duty 
in  favour  of  the  latter  class  of  income,  but  he  re- 
fused on  the  ground  that  if  he  once  began  to  make 
a distinction  between  different  classes  of  income  he 
would  have  to  abandon  the  tax  altogether. 

3.  The  Select  Committee  which  sat  in  1851  and  1852 
took  a mass  of  evidence  on  the  alleged  injustice  of 
taxing  terminable  annuities  at  the  same  rate  as  per- 
petuaT  incomes.  Many  witnesses,  for  example, 
Messrs.  Williams  (3293),  Scott  (3725),  and  Brown 
(3924),  were  for  charging  them  at  a lower  rate,  but 
Messrs.  Warburton  (5149)  and  Babbage  (5469)  con- 
tended that,  provided  the  Income  Tax  was  considered 
as  a permanent  source  of  revenue,  there  were  no 
grounds  for  such  differentiation.  As  was  said  after- 
wards by  a speaker  in  the  House  of  Commons  (Sir 
Henry  Willoughby,  on  26th  May,  1854)  a great  quantity 
of  algebra  was  expended  before  the  Committee  in  order 
to  show  that  if  the  Income  Tax  were  perpetual  it 
would  come  to  the  same  thing  if  they  invested  their 
property  in  either  way.  The  Committee  made  no 
recommendation  for  change. 

8.0.1861.  4.  In  1852  the  Insurance  Offices  took  joint  action 

AnseU  2434.  jn  ^ja  matter  and  addressed  -a  memorial  to  the  Earl 
of  Aberdeen,  who  was  then  First  Lord  of  the  Trea- 
sury, but  without  success. 

16  & 17  Vic.,  5.  In  1853  special  legal  provision  was  made  for  the 
0.34,8.42.  deduction  of  Income  Tax  fronn  on©-th.ird  only  of  the 
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amount  of  the  terminable  rent  charges  payable  to 
the  Crown  by  landowners  under  the  Drainage  Ad- 
vances Acts  ( see  paragraphs  61  to  63  of  the  Enclosure 
to  this  note).  Mr.  Hubbard,  both  before  the  Select 
Committee  of  1861,  and  afterwards  in  the  House  of 
Commons,  used  this  provision  as  a peg  for  his  argu- 
ment in  favour  of  differential  treatment  of-  annui- 
ties, complaining  that  the  Government  made  one  law 
for  their  creditors  and  another  for  their  debtors. 

6.  The  Select  Committee  of  1861  (with  Mr.  Hub- 
bard as  Chairman)  took  considerable  evidence  on  the 
subject  of  the  taxation  of  annuities.  Mr.  Hubbard’s 
own  proposal  was  that  terminable  annuities  should  be 
assessed  only  on  the  “annual  interest  on  capital  g.c.isei, 
unpaid,”  the  amount  of  such  interest  to  be  deter-  p.  XX. 
mined  by  actuarial  tables  in  cases  where  positive 
material  for  computation  was  not  patent  in  the  con- 
tract for  the  annuity.  He  was  supported  by  Mr. 

Newmarch  (363)  who  expressed  the  view  that  not  to 
discriminate  between  capital  and  interest  “ savours 

very  strongly  of  the  morals  of  Finchley  Common,” 
explaining  his  meaning  darkly  by  reminding  the 
Committee  that  Finchley  Common  used  to  be  “ the 
resort  of  a certain  class  of  characters.”  The  Com- 
mittee found  no  difficulty  in  understanding  the  allu- 
sion. Messrs.  Ansell  (2428),  Cookson  (3499),  and  Mill 
(3758)  took  the  same  view,  Mill  saying  that  any- 
thino-  that  went  to  the  replacement  of  capital  ought 
not  °to  be  .taxed,  and  that  the  case  of  terminable 
annuities  was  the  strongest  case  of  all. 

7.  Mr.  Lowe,  in  his  unadopted  draft  report,  epito- 
mised the  views  of  the  opponents  of  change.  He 
said:  “The  annuitant  has  no  right  to  expect  that  p' 
the  State  should  be  more  careful  of  his  capital  than 
he  is  himself,  or  that  the  State  should  be  very  nice 

in  re-discriminating  that  capital  and  income  which 
he  has  been  at  such  pains  to  mix  together.  . . .” 

The  terms  of  Mr.  Hubbard’s  recommendation  p-  XIS| 
(which  was  not  however  adopted  by  the  Committee! 
were  : “ That  whenever  an  annuity  or  other  periodical 
payment  shall  comprise  an  advance  or  repayment  of 
principal  monies,  no  deduction  in  respect  of  Income 
Tax  shall  be  made  from  such  principal  monies  ” ; but 
he  was  careful  to  point  out  that  in  speaking  of 
“terminable  annuities”  he  did  not  include  a join- 
ture or  similar  annual  payment  made  out  of  an 
estate.  He  applied  the  term  “ exclusively  to  the  pay- 
ments terminable  by  lapse  of  years  or  by  lapse  of  life, 
which  restore  with  interest  the  capital  given  as  their  287 
equivalent.” 

8.  The  field  of  discussion  has  been  a good  deal 
limited  by  legal  decisions.  In  1858,  in  the  case  of 

Foley  v.  Fletcher,  the  Counts  held  that  the  payment  3H.  &N.  709. 
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of  the  agreed  purchase  price  of  a property  by  instal- 
ments was  not  an  annuity  within  the  meaning  of  the 
Income  Tax  Acts;  and  in  1905,  in  the  case  of  the 
East  India  Bailway  v.  the  Secretary  of  State  for 
India , it  was  held  that  a so-called  annuity  which 
represented  partly  an  instalment  of  purchase  price 
and  partly  interest  on  unpaid  capital  was  not  an  an- 
nuity for  Income  Tax  purposes,  and  that  tax  should 
be  deducted  only  on  so  much  of  the  annual  pay- 
ment as  represented  interest  on  the  capital  outstand- 
ing. 

9.  The  subjects  of  reference  to  the  Departmental 
Committee  which  reported  in  1905  included  the  treat- 
ment of  income  derived  from  terminable  annuities. 
The  Committee  took  evidence  from  representatives 
of  the  Institute  of  Actuaries  and  of  the  Life  Offices' 
Association,  who  were  in  favour  of  limiting  th<< 
charge  to  that  part  of  the  annuity  which  represented 
interest.  Sir  Thomas  Hewitt  (1132/6),  and  Mr. 


Stoodley  (157) — an  official  witness — were  opposed  to 
any  alteration. 

10.  In  their  report  the  Committee  dissented  from 
the  view  that  annuities  should  be  divided  into  two 
parts,  the  one  representing  capital  and  the  other 
interest,  and  that  only  the  latter  portion  should  be 
subject  to  Income  Tax.  They  considered  that  a man 
who  buys  an  annuity  deliberately  sinks  his  capital 
and  takes  an  income  in  exchange,  and  that  the  divi- 
sion of  that  income  into  capital  and  interest  is  only 
a fiction.  Moreover,  as  existing  annuities  have  been 
created  during  the  existence  of  the  Income  Tax  they 
held  that  it  must  be  assumed  that  the  contracting 
parties  had  taken  the  tax  into  consideration,  and 
that  therefore  holders  of  existing  annuities  have  no 
equitable  title  to  relief.  The  conclusion  of  the  Com 
mittee  was  that  there  was  no  sufficient  reason  for 
an  alteration  in  the  law.  (The  text  of  their  Report 
on  this  matter  is  given  below.) 
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EXTRACT  FROM  THE  REPORT  OF  THE 
DEPARTMENTAL  COMMITTEE  OF  1905. 

56.  Terminable  annuities  usually  run  either  for  a 
life  or  for  a term  of  years.  It  has  been  suggested 
that,  for  the  purposes  of  the  Income  Tax,  all  such 
annuities  can  be,  and  should  be,  split  up  into  two 
parts,  the  one  representing  interest  and  the  other 
capital,  and  that  the  former  portion  only  should  be 
subject  to  Income  Tax.  We  dissent  from  this  view  ; 
and  we  begin  with  life  annuities,  with  regard  to 
which  the  case  is  of  course  the  clearest.  We  think 
it  the  sounder  view  that  a man  who  buys  a Life 
Annuity  has,  for  his  own  purposes,  altogether  sunk 
his  capital  and  taken  a life  income  in  exchange; 
and  the  division  of  such  an  annuity  into  principal 
and  interest  is  after  all  a fiction.  The  fiction  is  no 
doubt  convenient  for  some  purposes,  but  it  is  based 
on  actuarial  data  which  may  or  may  not  be  accurate 
on  an  average  but  certainly  have  nothing  to  do  with 
the  particular  circumstances  of  the  case  or  the  actual 
terms  of  the  contract. 

57.  We  now  pass  to  annuities  for  terms  of  years. 
If  a debt  be  repayable  by  equal  annual  instalments 
of  principal,  with  interest  on  the  amount  outstand- 
ing from  time  to  time,  it  has  never  been  questioned 
that  only  the  interest,  and  not  the  instalments  of 
principal,  constitutes  income,  and  is  subject  to  tax. 
In  this  case,  however,  no  “ annuity  ” is  created;  and 
it  is  only  where  repayment  is  made  by  what  may  be 
called  a “ constant  annuity,”  i.e.,  a fixed  equal  annual 
sum  covering  both  principal  and  interest,  that  the 
question  can  arise. 

58. '  Annuities  are  generally  taxed  by  deduction,  and 
therefore  in  so  far  as  an  annuity  is  paid  out  of  the 
funds  charged  to  Income  Tax,  the  method  on  which 
the  tax  is  computed  would  affect  the  distribution 
of  the  burden  of  tax  as  between  the  payer  and  receiver 
of  an  annuity,  rather  than  the  amount  of  tax  re- 
ceived by  the  Exchequer.  It  is  only  where  an  annuity 
is  paid  by  the  State  or  by  a public  body  out  of  the 
untaxed  income  that,  in  practice,  the  method  of 
assessing  the  annuity  to  tax  affects  the  amount  of 
the  tax  received  by  the  Exchequer. 

59.  It  should  be  remembered  too  that,  whatever  may 
be  the  abstract  merits  of  this  question,  lapse  of  time 
has  done  much  to  diminish  its  practical  importance 
since  it  was  last  discussed  by  the  Select  Committee  of 
the  House  of  Commons  in  1861.  For  nearly  every 
terminable  annuity  now  existing  must  have  been 
created  in  the  interval,  and  the  parties  to  it  on 
either  side  must  have  made  their  contract  on  the 
basis  of  the  method  of  charge  to  Income  Tax.  which 
was  then  confirmed  and  has  since  been  maintained. 
The  holders  of  existing  annuities,  therefore,  have  no 
equitable  claim  to  relief,  and  thus  the  question  nar- 
rows itself  down  to  one  of  policy  for  the  future,  the 
answer  to  which  would  seem  to  turn  on  the  con- 
sideration whether  there  be,  or  be  not,  any  real  need 
for  an  alteration  of  the  law  that  would  serve  no  other 
purpose  than  that  of  encouraging  investments  in  ter- 
minable annuities. 

60.  The  history  of  the  present  law  and  practice  is 
as  follows  i — 

TJnder  the  Income  Tax  Act  of  1842  annuities  are 
made  chargeable  in  express  terms  on  the  full  yearly 


amount,  whether  they  are  paid  out  of  public  revenue 
and  charged  under  Schedule  C,  or  paid  from  other 
sources  and  charged  under  Schedule  D. 

61.  When,  in  1853,  the  Income  Tax  was  extended  16  A 17  Vio„ 
to  Ireland  attention  was  directed  to  the  fact  that  cap>  31- 


large  advances  of  public  money  had  been  made  for 
drainage  and  land  improvements,  more  especially  in 
Ireland,  and  that  on  these  advances  repayment  was 
secured  by  rent-charges  on  the  lands  affected.  It 
was  evident  that  if  the  persons  paying  these  rent- 
charges  to  the  State  were  to  be  entitled  to  deduct 
and  retain  Income  Tax  on  the  whole  amount  of  the  nn  . 
rent-charges,  the  recovery  of  the  advances  would  'U'  190B‘ 
be  unduly  impaired,  and  the  charge  to  Income  Tax 
on  the  income  of  land  would  be  unduly  diminished. 

62.  Parliament  accordingly  enacted  by  Section  42  16  & 17  Vie., 
of  the  Act  of  1853  that  on  rent-charges  created  under  cap,34. 
certain  Acts  then  in  force,  for  repayment  of  loans 
advanced  by  the  State,  the  persons  paying  the  same 

should  be  entitled  to  deduct  and  retain  Income  Tax 
on  one-third  only  of  the  amount  of  the  rent-charge. 

63.  This  enactment  represents  the  single  legislative 
action  that  has  been  taken  towards  placing  a limited 
construction  upon  the  term  annuity  as  used  in  the  . 

Act  of  1842.  But  much  has  been  done  in  that  direc-  6 * 6„Yic- 
tion  by  judicial  interpretation  and  by  administra-  cap-3o‘ 
tive  practice. 

64.  In  1856,  in  the  case  Foley  v.  Fletcher,  the  [i858]3H&N 

Courts  held  that  the  payment  by  means  of  half-yearly  769. 
instalments,  extending  over  thirty  years,  of  a sum 
representing  the  agreed  price  of  a purchased  pro- 
perty, was  not  an  annuity  within  the  meaning  of  5 * 6 vic., 
Section  102  of  the  Act,  1842.  cap.  35. 

65.  Following  the  principle  of  this  decision,  and  of  16  & 17  Vic.. 
Section  42  of  the  Act  of  1853,  the  Board  of  Inland  yjc 
Revenue  have  regarded  as  not  falling  within  Section  cap.  36. 

102  of  the  Act  of  1842  any  annuity  which,  by  the 

nature  of  its  origin  and  by  the  terms  of  the  contract 
creating  it,  is  manifestly  and  essentially  a method 
of  discharging  by  instalments,  with  interest,  a debt 
created  by  loan  or  by  purchase,  and  one  in  respect 
of  which  the  capital  sum  of  debt  outstanding  could 
be  at  any  time  ascertained. 

66.  Finally,  in  a case  recently  before  the  Courts, 
the  House  of  Lords  has  decided  that  a long  annuity 
payable  by  the  Secretary  of  State  for  India,  to  the 
shareholders  of  the  Great  Indian  Peninsular  Rail- 
way, in  discharge  with  interest  of  an  ascertained 
capital  sum  agreed  upon  as  the  purchase  price  of 
the  railway,  though  described  by  Parliament  as  an 
annuity  in  the  Acts  under  which  the  agreement  was 
made,  is  not  an  annuity  within  the  meaning  of  Sec- 
tions 88  or  102  of  the  Act  of  1842,  and  is  assessable  5 & y Vjc 
to  Income  Tax  only  in  respect  of  so  much  of  each  an-  cap.  35. 
nual  payment  as  represents  interest  on  the  capital 
outstanding.  This  decision  will  no  doubt  be  app'ied 

to  other  cases  in  which  the  circumstances  present 
no  distinguishable  feature. 

67.  The  issue  has  thus  been  much  narrowed.  Pur- 
chased annuities  for  terms  of  years  are  alone  in 
question ; and  on  a review  of  all  the  circumstances, 
our  conclusion  is  that  there  is  no  sufficient  reason 
for  altering  the  present  law,  and  that  terminable 
annuities,  purchased  as  such,  may  properly  continue 
to  be  taxed  on  their  full  amount. 
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HISTORICAL  NOTE  ON  THE  LIABILITY  TO  INCOME  TAX  (SCHEDULE  D)  OF  CONCERNS 
CONTROLLED  IN  THE  UNITED  KINGDOM  BUT  TRADING  MAINLY  ABROAD. 


1.  Section  2 of  the  Act  of  1799,  which  first  imposed 
the  Income  Tax,  charged  with  the  new  duty  “ all  In- 
come of  every  Person  residing  in  Great  Britain,  and 
of  every  Body  Politick  or  Corporate,  or  Company, 
Fraternity  or  Society  of  Persons  (whether  Corporate 
or  not  Corporate)  in  Great  Britain,  whether  any  such 
Income  as  aforesaid  shall  arise  from  Lands,  Tene- 
ments, or  Hereditaments,  wheresoever  the  same  shall 
be  situate,  in  Great  Britain  or  elsewhere.”  In  1803, 
when  the  tax  was  split  up  into  the  five  Schedules,  A, 
B,  C,  D,  and  E,  it  was  enacted  that  the  charge  under 
Schedule  D should  be  levied  “ upon  the  annual  Profits 
or  Gai.,s,  arising  or  accruing  to  any  Person  or  Persons 
residing  in  Great  Britain,  from  any  kind  of  Property 
whatever,  whether  situate  in  Great  Britain  or  else- 
where,  or  from  any  Profession,  Trade  or  Vocation, 
whether  the  same  shall  respectively  be  carried  on  in 
Great  Britain  or  elsewhere.” 

2.  In  the  Income  Tax  Act,  1918,  which  came  into 
force  on  the  6th  April,  1919,  and  which  consolidated 
the  Income  Tax  enactments  existing  at  that  date,  the 
words  indicating  the  nature  of  the  income  chargeable 
under  Schedule  D are  found  in  the  first  Schedule  to 
the  Act,  Schedule  D,  Rule  1.  The  wording  of  this 
Rule  adheres  closely  to  that  of  the  charging  sections  of 
the  Acts  of  1842  (sec.  1)  and  1853  (sec.  2),  and  reads 
as  follows : — 

“ Schedule  D. 

1.  Tax  under  this  Schedule  shall  be  charged  in 
respect  of : — 

(a)  The  annual  profits  or  gains  arising  or 

accruing — 

(i)  to  any  person  residing  in  the  United 

Kingdom  from  any  kind  of  pro- 
perty whatever,  whether  situate  in 
the  United  Kingdom  or  elsewhere ; 
and 

(ii)  to  any  person  residing  in  the  United 

Kingdom  from  any  trade,  profes- 
sion, employment,  or  vocation, 
whether  the  same  he  respectively 
carried  on  in  the  United  Kingdom 
or  elsewhere;  and 

(iii)  to  any  person,  whether  a British 

subject  or  not,  although  not  resi- 
dent in  the  United  Kingdom,  from 
any  property  whatever  in  the 
United  Kingdom,  or  from  any 
trade,  profession,  employment,  or 
vocation  exercised  within  the 
United  Kingdom ; and 

(b)  All  interest  of  money,  annuities,  and  other 

annual  profits  or  gains  not  charged  under 
Schedule  A,  B,  C,  or  E,  and  not  specially 
exempted  from  tax ; 

in  each  case  for  every  twenty  shillings  of  the  annual 
amount  of  the  profits  or  gains.” 

3.  It  will  he  seen  that  under  paragraph  (a) 
(ii)  of  the  Rule  a person  (and  this  term  includes 
a company  who  resides  in  the  United  Kingdom 
is  made  chargeable  to  Income  Tax  under  Schedule 
D on  the  whole  of  his  trade  profits,  wherever 
his  trade  is  carried  on.  The  words  in  question  are 
wide  enough  to  cover  the  case  of  a business  wholly 
carried  on  out  of  the  United  Kingdom  so  long  as  it 
belongs  to  a person  residing  in  this  country,  but  since 
the  case  of  Colquhoun  v.  Brooks  (2  T.C.,  490)  was  de- 
cided by  the  House  of  Lords  in  1889  the  position  has 
been  that,  unless  the  trade  is  at  least  partly  carried 
on  within  the  United  Kingdom,  the  profits  are  charge- 
able not  under  Case  I of  Schedule  D on  the  whole 
profits,  but  as  a foreign  possession  under  Case  V on 
the  amounts  remitted  to  this  country.  Brooks  was  an 
English  resident  and  was  a partner  in  an  Australian 


business,  but  virtually  a sleeping  partner,  taking  no 
active  part  in  the  carrying  on  of  the  Australian 
business. 

4.  Referring  to  the  words  of  the  charging  section, 
Lord  Esher,  M.R.,  in  giving  judgment  when  this  case 
was  in  the  Court  of  Appeal,  made  the  following 
comment: — “ Taking  the  words  in  their  largest  sense 
they  apply  to  a foreigner  as  much  as  to  a subject  of 
the  Queen,  and  it  is  that  which  to  my  mind  makes  the 
case  so  important.  If  the  words  are  read  in  their 
largest  sense  any  foreigner  residing  for  a time  suffi- 
cient to  constitute  a residence  will  have  to  pay  Income 
Tax  in  this  country  for  any  kind  of  property,  wherever 
situate,  and  though  no  part  of  the  profits  comes  into 
this  country.  So  in  regard  to  trade,  although  it  is  in 
every  sense  an  absolutely  foreign  trade  and  in  no  sense 
an  English  trade,  that  is  to  say,  no  part  of  the  trans- 
action is  carried  on  from,  to,  or  in  this  country,  if 
these  words  are  read  in  their  fullest  sense,  from  the 
mere  fact  of  such  a foreigner  residing  here  for  a suffi- 
cient time,  all  his  trade  is  liable  for  the  benefit  and 
advantage  of  this  country.”  (L.R.,  Q.B.D.,  Vol. 
XXI,  p.  57.) 

5.  The  House  of  Lords,  as  stated  above,  refused  to 
give  the  words  of  the  charging  section  their  widest 
meaning,  and  restricted  the  liability,  where  no  part  of 
the  trade  is  carried  on  in  the  United  Kingdom,  to  that 
part  of  the  foreign  profits  which  is  remitted  to  this 
country.  As  Lord  Watson  said  in  1895,  when  giving 
judgment  in  a later  case  (San  Paulo  Bailway  Com- 
pany, Limited,  v.  Carter,  3 T.C.,  at  p.  411),  “ the 
noble  and  learned  Lords  who  took  part  in  the  decision 
(in  Colquhoun’ s case)  were  of  opinion  tbat  the  interest 
of  the  English  partner  was  included  in  the  sweeping 
language  of  the  first  Case,  but  they  held  that  it  also 
constituted  within  the  meaning  of  the  fifth  Case  a 
possession  in  one  of  Her  Majesty’s  Dominions  out  of 
the  United  Kingdom.  The  ground  upon  which  the 
interest  was  held  to  be  taxable  in  terms  of  the  fifth 
Case  was  that  the  Income  Tax  Acts  contained  no 
machinery  for  assessing  under  the  first  Case  profits 
accruing  from  any  trade  which  is  not  wholly  or  in  part 
carried  on  within  the  United  Kingdom,  whereas  they 
do  provide  machinery  for  assessing  under  the  fifth 
Case  all  profits  arising  from  trade  exclusively  carried 
on  outside  of  the  United  Kingdom.” 

6.  When  the  business  belongs  to  an  individual  the 
question  whether  the  liability  extends  under  Case  I to 
the  whole  of  the  profits,  or  falls  under  Case  V on  re- 
mittances only,  is  comparatively  simple.  If  the  in- 
dividual resides  in  this  country,  and  has  such  control 
of  his  business  that  it  may  be  said  that  the  business  is 
at  least  partly  carried  on  in  the  United  Kingdom,  he 
is  liable  under  Case  I on  the  whole  of  the  profits,  even 
though  all  the  ordinary  trading  transactions  take 
place  abroad.  The  case  of  Ogilvie  v.  Kitton  (5  T.C., 
338),  decided  in  1908,  is  definite  on  this  point.  This 
was  a case  where  an  individual  residing  in  the  United 
Kingdom  was  the  sole  owner  of  a business  carried  on 
through  managers  in  Canada,  and  was  vested  with 
the  sole  right  to  manage  and  control  evei’y  department 
of  its  affairs  ” (5  T.C.,  341).  The  Court  held  that  the 
trade  was  carried  on  partly  in  the  United  Kingdom, 
and  being  carried  on  partly  in  the  United  Kingdom, 
the  profits  were  chargeable  under  Case  I as  laid  down 
in  Colquhoun  v.  Brooks.  There  was  “ mere  oversight 
regularly  exercised,  even  though  actual  intervention 
never  becomes  necessary,  everything  abroad  going 
smoothly  without  it  ” (Lord  Sumner,  commenting  on 
Ogilvie  v.  Kitton  at  6 T.C.,  p.  551). 

7.  Ogilvie’s  case  was  not  decided  until  1908,  and  by 
that  time  there  had  been  several  decisions  on  the  same 
question  in  cases  where  the  business  was  carried  on  by 
a limited  company.  When  the  trader  is  not  an  in- 
dividual but  a company,  the  position  is  complicated 
by  the  fact  that  the  company  cannot  be  said  to  reside 
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in  the  United  Kingdom  in  quite  the  same  way  as  an 
individual  resides.  As  far  back  as  1876,  in  the  case  of 
the  Cesena  Sulphur  Company,  Limited,  v.  Nicholson 
(1  T.C.,  88) — a company  working  sulphur  mines  in 
Italy,  but  registered  in  England,  where  the  directors 
held  their  meetings  and  exercised  their  powers— it  had 
been  held  that  the  company  was  liable,  as  a person 
residing  in  the  United  Kingdom,  in  respect  of  its 
whole  profits,  whether  made  in  England  or  elsewhere. 
Baron  Huddleston,  in  giving  judgment,  said:  “I 

think  that  the  whole  question  here  will  . . . turn 
upon  what  we  should  consider  the  interpretation  of 
the  word  ‘ residence  ’ as  applicable  to  a company. 

Now,  the  definition  of  the  word  ‘ residence  ’ 
is  founded  upon  the  habits  and  relations  of  a natural 
man,  and  is  therefore  inapplicable  to  the  artificial  and 
legal  person  whom  we  call  a corporation.  But  for  the 
purpose  of  giving  effect  to  the  words  of  the  Legislature 
an  artificial  residence  must  be  assigned  to  this  artificial 
person,  and  one  formed  on  the  analogy  of  natural  per- 
sons. You  do  not  find  any  very  great  difficulty  in 
defining  what  is  the  residence  of  an  individual ; it  is 
where  he  sleeps  and  lives.  We  understand  perfectly 
well  what  is  the  residence  of  a natural  person.  Then 
what  is  the  residence  of  this  artificial  person?  I 
think  that  all  the  Counsel  are  agreed  here,  that  the 
residence  of  an  artificial  person,  like  a ttading  cor- 
poration, must  be  considered  to  be  where  he  carries  on 
his  business,  where  the  real  trade  and  business  is 
carried  on  ” (1  T.C.,  103).  The  judge  would  not  admit 
that  the  place  of  registration  of  a company  was  con- 
clusive of  its  residence,  but  he  said  that  the  place  of 
registration  was  a fact  which  must  be  taken  into 
account  in  connection  with  all  the  other  facts,  “ and 
if  you  find  that  it  is  registered  in  a particular  country, 
and  acts  in  that  country,  and  has  its  office  in  that 
country,  and  receives  dividends  in  that  country,  you 
may  say  that  those  are  all  acts,  coupled  with  the  regis- 
tration, which  lead  you  to  the  conclusion  that  that 
country  is  the  seat  of  its  business  ” (1  T.C.,  105). 

8.  Then  in  1889  came  the  decision  in  the  case  of 
Colquhoun  v.  Brooks,  already  referred  to  above,  which 
made  it  clear  that  liability  to  Income  Tax  did  not 
attach  (under  Case  I of  Schedule  D)  to  the  whole  of  the 
profits  of  a foreign  business  owned  by  a British  resi- 
dent unless  the  business  was  at  least  partly  carried  on 
in  this  country.  Before  an  individual  could  be 
charged  under  Case  I in  these  circumstances,  two  ques- 
tions had  therefore  to  be  answered  affirmatively : (a) 
is  he  resident  in  the  United  Kingdom?  ( b ) is  the 
business  at  least  partly  carried  on  in  the  United  King- 
dom ? In  the  case  of  a company  the  effect  of  the  legal 
decisions  quoted  was  to  tend  to  merge  these  two  ques- 
tions into  one.  As  the  principal  residence  of  a com- 
pany was  held  to  be  at  the  seat  of  its  business,  the 
only  question  that  had  to  be  determined  was  whether 
the  seat  of  the  business  of  the  company  was  in  the 
United  Kingdom. 

9.  Another  important  case  was  heard  in  the  House 
of  Lords  in  1895,  the  case  of  the  San  Paulo  ( Brazilian ) 
Bailway  Company,  Limited,  v.  Carter  (3  T.C.,  407). 
In  that  case,  although  the  company  was  registered  in 
England,  and  although  its  directors  held  their  meetings 
here  and  made  contracts  here,  it  was  argued  that  the 
business  was  carried  on  wholly  abroad,  and  therefore, 
under  the  decision  in  Colquhoun  v.  Brooks,  was  not 
liable  under  Case  I.  But  the  House  of  Lords  would 
not  admit  that  contention.  The  Lord  Chancellor 
said  : “ Now  in  this  case  the  appellant  company  is  an 
English  company,  residing  (so  far  as  that  abstraction, 
a corporation,  can  reside  at  all)  in  England.  It  has 
an  office  in  London,  and  I am  disposed  to  think 
(though  it  is  unnecessary  for  the  purposes  of  this  case 
to  say  so)  that  its  trade,  if  the  word  * trade  ’ is 
strictly  construed,  is  wholly  carried  on  in  England.” 
He  went  on  to  say  that  it  was  probably  true  that  the 
phrase  “ where  the  trade  is  carried  on  ” might  be 
understood  in  two  different  senses.  “ It  may  mean 
where  the  goods  in  respect  of  which  trading  is  carried 
on  are  conveyed,  made,  bought,  or  sold ; or,  speaking 
of  land,  where  it  is  cultivated  or  used  for  any  other 
purpose  of  profit.  That  makes  the  locality  of  the 
goods  or  the  land  which  are  the  subject  of  the  trade  to 
be  in  a certain  sense  the  place  where  the  trade  is 
carried  on,  because  it  is  the  place  where  the  things 
corporeally  exist  or  are  dealt  with.  But  there  is 
another  sense  in  which  the  conduct  and  management, 


the  head  and  brain  of  the  trading  adventure,  are 
situated  in  a place  different  from  that  in  which  the 
corporeal  subjects  of  trading  are  to  be  found.  . . . . 
It  is  therefore  necessary  to  determine  upon  these  prin- 
ciples where  this  appellant  company  carries  on  its 
business.  It  deals  undoubtedly  with  land  in  the 
Brazils.  In  Brazil  the  payments  are  received,  in 
Brazil  the  passengers  and  goods  are  carried,  but  the 
form  of  trading  can  make  no  difference  ....  the 
person  who  governs  the  whole  commercial  adventure,, 
the  person  who  decides  what  shall  be  done  in  respect 
of  the  adventure,  what  capital  shall  be  invested  in  the 
adventure,  on  what  terms  the  adventure  shall  be 
carried  on ; in  short,  the  person  who,  in  the  strictest 
sense,  makes  the  profits  by  his  skill  or  industry,  how- 
ever distant  may  be  the  field  of  his  adventure,  is  the 
person  who  is  trading.  That  person  appears  to  me  in 
this  case  to  be  the  appellant  company  ” (3  T.C.,  410). 

10.  A further  stage  was  reached  in  1906,  when  the 
House  of  Lords  decided  the  case  of  Be  Beers  Consoli- 
dated Mines,  Limited,  v.  Jlowe  (5  T.C.,  19^).  In  that 
case  the  circumstances  differed  from  those  of  the  San 
Paulo  Railway  in  that  the  company  was  registered 
in  South  Africa,  its  head  office  was  in  South  Africa, 
and  the  general  meetings  of  the  shareholders  were  held 
in  that  country.  Directors’  meetings  were  held  both 
in  South  Africa  and  in  London,  but  it  was  in  the 
United  Kingdom  that  the  majority  of  the  directors 
and  life  governors  resided,  and  the  directors’  meet- 
ings held  in  London  were  the  meetings  where  the  real 
control  was  exercised  in  all  the  important  business  of 
the  company.  It  was  argued  for  the  appellants  that 
the  company,  being  registered  in  South  Africa,  could 
not  be  resident  for  tax  purposes  in  the  United  King- 
dom. On  that  point,  the  Lord  Chancellor  said:  “ In 
applying  the  conception  of  residence  to  a company,  we 
ought,  I think,  to  proceed  as  nearly  as  we  can  upon 
the  analogy  of  an  individual.  A company  cannot  eat 
or  sleep,  but  it  can  keep  house  and  do  business.  We 
ought,  therefore,  to  see  where  it  really  keeps  house 
and  does  business.  An  individual  may  be  of  foreign 
nationality  and  yet  reside  in  the  United  Kingdom.  So 
may  a company.  Otherwise  it  might  have  its  chief 
seat  of  management  and  its  centre  of  trade  in 
England,  under  protection  of  English  law,  and  yet 
escape  the  appropriate  taxation  by  the  simple  ex- 
pedient of  being  registered  abroad  and  distributing 
its  dividends  abroad.  The  decision  of  Chief  Baron 
Kelly  and  Baron  Huddleston  in  the  Calcutta  Jute 
Mills  v.  Nicholson  and  the  Cesena  Sulphur  Company 
v.  Nicholson,  now  30  years  ago,  involved  the  principle 
that  a company  resides  for  the  purposes  of  Income 
Tax  where  its  real  business  is  carried  on.  Those  deci- 
sions have  been  acted  upon  ever  since.  I regard  that 
as  the  true  rule ; and  the  real  business  is  carried  on 
where  the  central  management  and  control  actually 
abides.  It  remains  to  be  considered  whether  the 
present  case  falls  within  that  rule.  This  is  a bare 
question  of  fact,  to  be  determined  not  according  to 
this  or  that  regulation  or  by  law.  but  upon  a scrutiny 
of  the  course  of  business  and  trading  ” (5  T.C.,  212 
and  213).  The  court  had  no  difficulty  in  determining 
that  upon  the  facts,  of  the  case  the  Be  Beers  Company 
carried  on  its  business  in  England  and  was  liable  to 
Income  Tax  on  the  whole  of  its  profits  under  Case  I of 
Schedule  D . 

11.  By  this  time  the  doctrine  was  well  established 
that  a company  was  resident  in  this  country  and  liable 
to  Income  Tax  on  its  whole  profits  if  the  general  con- 
trol of  the  company’s  activities  was  exercised  in  the 
United  Kingdom,  although  the  bulk  of  its  trading 
operations  was  carried  on  abroad.  There  have  been 
later  cases  in  the  Courts,  e.g.,  the  Neiv  Zealand  Ship- 
ping Company  v.  Stephens,  1906  (5  T.C.,  553),  the 
American  Thread  Company  v.  Joyce,  1913  (6  T.C., 
163),  the  Egyptian  Hotels,  Limited,  v.  Mitchell,  1915 
(6  T.C.,  542),  but  none  of  these  cases  has  produced  any 
real  modification  in  the  doctrine  of  control ; they  have 
each  come  before  the  Courts  in  order  that  it  might  be 
determined  whether  the  facts  and  circumstances  of 
the  particular  case  were  of  such  a nature  as  to  con- 
stitute control. 

12.  Of  the  three  cases  mentioned  in  the  preceding 
paragraph,  the  New  Zealand  Shipping  Company  and 
the  American  Thread  Company  were  companies  regis- 
tered abroad,  but  the  Courts  held  them  liable  under 
Case  I because  they  were  controlled  from  thi> 
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'country.  The  Egyptian  Hotels,  Limited,  on  the 
other  hand,  was  an  English  registered  company,  but  it 
was  able  finally  to  show  that  control  was  not  exercised 
in  the  United  Kingdom,  and  so  escaped  liability  under 
Case  I.  The  company  had  admittedly  been  trading  in 
this  country  until  1908,  but  in  that  year  they  made 
certain  alterations  in  their  Articles  to  secure  that 
the  business  should  henceforth  be  wholly  carried  on 
abroad  under  the  control  of  a local  board  in  Egypt. 
The  directors  of  the  company  still  met  in  England, 
transacting  certain  financial  business,  and  retaining 
certain  powers,  and  the  question  was  whether  their 
remaining  3elf-limited  functions  were  sufficient  to  con- 
stitute control.  The  company  lost  its  case  in  the  lower 
Court,  but  was  successful  in  the  Court  of  Appeal,  and 
as  the  judges  in  the  House  of  Lords  were  equally 
divided  the  decision  of  the  Court  of  Appeal  was  not 
upset.  But  although  the  company  was  successful,  the 
doctrine  of  “ control  ” remained  intact.  Indeed,  it 
was  only  by  proving  that  the  control  was  not  here  that 
they  won  their  case.  The  Master  of  the  Rolls  was 
clear  on  "the  principle.  Speaking  of  the  circum- 
stances in  which  the  company  carried  on  its  business 
up  to  1908,  he  said  : “ The  brain  and  management  and 
control  was  there  [i.e.,  in  London],  and  the  authori- 
ties have  plainly  settled  that  if  you  find  that  it  does 
not  in  the  least  matter  where  the  actual  selling  of  the 
goods  and  buying  of  the  goods  takes  place.  Many  an 
English  company  with  offices  in  London,  with  a board 
of  directors  in  London,  carries  on  a business  in  a 
remote  part  of  the  world ; nevertheless  it  has  its  trade 


carried  on  in  London  because  the  management  and 
brain  of  the  undertaking  are  at  the  head  office  in 
London  ” (6  T.C.,  542).  And  Lord  Sumner  said  if  the 
owner  of  the  business  “ takes  a part  at  home  in  earn- 
ing the  profits,  its  importance  relatively  to  that  taken 
by  his  agents  abroad  does  not  matter,  nor  does  the 
liability  to  be  charged  under  Case  I depend  on  active 
interference.  Control  exercised  here  over  business 
operations  abroad,  though  they  are  far  greater  in 
volume  or  magnitude,  will  suffice  for  Case  I ” (6  T.C., 
551). 

13.  On  the  17th  November,  1915,  when  the  House  of 
Commons  was  in  Committee  on  the  Bill  which 
ultimately  became  the  Finance  (No.  2)  Act,  1915,  Mr. 
Annan  Bryce  made  this  proposal : “A  company  in- 
corporated in  the  United  Kingdom,  whose  capital  is 
entirely  or  mainly  employed  in,  and  whose  earnings 
are  entirely  or  mainly  obtained  from  operating  rail- 
ways, tramways,  canals,  or  the  supply  of  gas,  water, 
electrical  energy,  or  other  similar  public  utilities  in 
any  British  possession,  shall  be  assessed  to  Income  Tax 
in  respect  of  its  profits  in  the  proportion  of  one-fourth 
only  of  the  net  annual  value  thereof.”  In  reply  to 
this  proposal  Mr.  Montagu  said  that  this  was  only  one 
of  a class  of  cases  (concerns  which  are  resident  in  the 
United  Kingdom  but  whose  profits  are  made  outside 
the  United  Kingdom)  which  would  have  to  be  dealt 
with  by  the  Committee  to  be  set  up  after  the  war,  and 
he  could  make  no  alteration  in  the  law  in  favour  of  a 
small  fraction  of  the  companies  concerned. 
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HISTORICAL  NOTE  REGARDING  EVASION  OF  INCOME  TAX. 


1.  The  question  of  evasion  under  the  present  In- 
come Tax  Acts  was  first  considered  by  the  Select 
Committee  of  1851-2. 

2.  This  Committee  was  appointed  “ to  enquire  into 
“ the  present  mode  of  assessing  and  collecting  the 
“ Income  and  Property  Tax,  and  whether  any  other 
“ mode  of  levying  the  same,  so  as  to  render  the  tax 
“ more  equitable,  can  be  adopted.” 

3.  The  official  witnesses  were  all  of  the  opinion  that 
wide-spread  evasion  of  the  tax  existed,  but'  they  con- 
fined their  evidence  mainly  to  fraudulent  claims  of 
exemption  in  connection  with  Schedule  A and  seem 
to  have  had  little  conception  of  the  possibilities  of 
evasion  under  Schedule  D. 

4.  Nevertheless,  as  is  only  to  be  expected,  it  is  clear 
that  evasion  of  the  tax  was  common.  The  Clerk  to 
the  Commissioners  of  Taxes  for  the  City  of  London 
complained  that  taxpayers  went  on  making  the  same 
returns  year  after  year.  They  “ seem  to  have  ascer- 
“ tained  what  sum  will  pass  and  are  content  to  go  on 
“ with  it,”  he  said.  Other  witnesses  mentioned 
specific  cases  of  fraud  which  had  oome  under  their 
notice. 

5.  The  Committee  came  to  the  conclusion  that  the 
time  at  their  disposal  was  not  sufficient  to  enable 
them  to  produce  a considered  report,  and  they  con- 
tented themselves  with  reporting  the  evidence  taken 
to  the  House. 

6.  It  is  clear  that  they  recognized  the  existence1 2 3 4 5 6 7 8 9 10  of 
fraud  and  evasion,  but  came  to  no  conclusion  as  to 
how  it  could  be  prevented. 

7.  The  question  considered  by  this  Committee  was 
referred  in  precisely  the  same  terms  of  reference  to 
another  Select  Committee  in  1861. 

8.  The  evidence  on  this  occasion  was  similar  to  that 
given  in  1851-2. 

9.  This  Committee  also  were  unable  to  agree  upon 
any  recommendations. 

10.  An  interesting  paragraph  in  a draft  report  put 
forward  by  Sir  Stafford  Northcote  reads  as 
follows : — 

“ They  have  also  to  add  that  the  scheme  ” (for 
differentiation,  alloioance  for  wasting  assets, 


etc.,  suggested  by  the  Chairman,  Mr.  Hubbard), 
“ appears  to  them  defective  in  another  respect, 
“ inasmuch  as,  while  professing  to  provide  for 
“ the  more  equitable  levying  of  the  tax,  it  wholly 
“ fails  to  touch  the  greatest  and  most  serious 
“ of  the  evils  which  are  incident  to  the  present 
“ system,  viz.,  the  facility  and  encouragement 
“ which  it  affords  to  fraudulent  self-assessment. 
“ The  extent  of  this  evil  is  indicated  by  several 
“ witnesses,  but  your  committee  have  received 
“ no  suggestion  for  remedying  it;  and  they  have 
“ some  reason  to  apprehend  that  the  plan  which 
“ has  been  under  consideration,  might,  if  adop- 
“ ted,  increase  rather  than  reduce  the  mischief.” 

The  present'  system  referred  to  doubtless  had 
reference  to  the  extent  to  which  the  assessment  of  the 
tax  depends  on  personal  returns,  and  the  difficulty 
experienced  in  checking  their  accuracy. 

This  paragraph,  however,  was  withdrawn. 

11.  There  was  no  further  inquiry  into  the  Income 
Tax  system  until  1905.  when  a Departmental  Com- 
mittee was  appointed  by  the  Chancellor  of  the  Ex- 
chequer to  inquire  into  various  matters  including, 
inter  alia,  “ the  prevention  of  fraud  and  evasion.” 

12.  Mr,  Stoodley,  one  of  the  Secretaries  to  the 
Board  of  Inland  Revenue,  presented  an  official  memo- 
randum in  which  it  was  stated  that  although  the 
gross  amount  of  income  brought  under  review  in 
respect  of  which  there  was  appreciable  room  for 
evasion  probably  did  not  exceed  £150,000,000  out  of 
a total  of  £649,000,000,  the  Department  was  in 
possession  of  evidence  showing  that  grossly  insufficient 
returns,  or  no  returns  at  all,  were  made  over  long 
periods  of  years  with  impunity,  the  probability  of  de- 
tection being  slight  until  some  event  occurred  to  bring 
the  facts  to  light,  such  as  the  death  of  the  taxpayer, 
the  conversion  of  a private  business  into  a limited 
company,  or  a claim  being  made  for  compensation 
for  disturbance  based  on  the  profits.  The  existing 
legal  powers  of  the  Department,  either  for  inflicting 
penalties  or  for  recovering  lost  duties  were  declared 
to  be  far  from  adequate. 
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13.  The  deficiencies  were  considered  to  be : — 

(а)  that  the  only  penalty  for  neglect  to  make  a 

return  or  for  making  a false  return,  which 
could  be  sued  for  after  a lapse  of  one  year 
from  the  date  of  the  offence,  was  that  of 
£50  under  section  55  of  the  Income  Tax 
Act  or  1342,  proceedings  for  the  recovery 
of  which  could  be  commenced  within  two 
years. 

The  necessary  evidence  in  a case  of 
fraud  was  rarely  obtained  in  time  to  admit 
of  proceedings  being  taken ; 

(б)  that  insufficient  assessments  could  be  increased 

within  only  four  months  from  the  end 
of  the  year  of  assessment,  and  omissions 
from  assessment  rectified  within  only 
twelve  months. 

14.  The  Board  of  Inland  Revenue  were  of  opinion 
that  section  64  of  the  Taxes  Management  Act,  1880, 
giving  the  Surveyor  power  in  the  case  of  omissions 
from  assessment  to  make  a surcharge,  carrying,  in 
fraud  cases,  treble  duty,  should  be  amended  so  as  to 
apply  to  under-assessments  as  well  as  to  omissions, 
and  to  extend  the  time  limit  to  six  years. 

15.  Sir  Thomas  Hewitt,  K.C..  Clerk  to  the  Com- 
missioners of  Taxes  for  the  City  of  London,  presented 
a memorandum  in  which  he  expressed  the  opinion 
that  deliberate  fraud  existed  to  a certain  extent,  but 
was  not  so  common  as  evasion  by  failure  to  make 
returns,  which,  he  said,  was  very  frequent. 

16.  He  suggested : — 

(a)  that  the  Surveyor's  power  to  make  surcharges 

should  apply  to  under-assessments  as  well  as 
to  omissions  from  assessments ; 

(6)  that  the  existing  limit  of  four  months  during 
which  the  Additional  Commissioners  could 
make  additional  assessments  should  be 
extended  to  three  years; 

(c)  that  all  penalties  should  be  recoverable 

within  three  years; 

(d)  that  an  additional  “ return  default  duty  ” of 

5 per  cent,  to  10  per  cent,  should  be  imposed 
in  all  cases  where  no  return  is  made  and  no 
satisfactory  excuse  given ; 

(e)  that  there  should  be  no  time  limit  for  the 

recovery  of  duty  under-assessed  by  reason 
of  fraud; 

(/)  that  the  Commissioners  should  have  the  right 
to  require  production  of  books. 

17.  In  reply  to  questions  by  the  Committee  he  ex- 
pressed the  opinion  that  the  Police  Court  Magistrates 
would  not  be  a satisfactory  tribunal  for  Income  Tax 
penalties,  except  possibly  in  small  cases  in  the 
country,  but  that  publicity  was  desirable  and  should 
be  attained  by  giving  the  Commissioners  power  to 
publish  reports  of  penalty  proceedings  before  them. 

18.  With  regard  to  legal  evasion,  Sir  T.  Hewitt  drew 
attention  to  the  numerous  cases  of  foreign  firms 
trading  through  agents,  where  the  course  of  business 
was  arranged  so  as  to  escape  liability,  and  to  the 
growing  practice  of  registering  companies  abroad 
with  the  same  object. 

19.  The  Committee,  in  June,  1905,  reported  that  in 
the  sphere  where  self-assessment  is  still  requisite,  there 
was  a substantial  amount  of  fraud  and  evasion,  result- 
ing  in  a loss  to  the  Revenue  serious  enough  to  demand 
some  amendment  of  the  law  and  practice. 

20.  They  therefore  recommended:  — 

(n)  that  it  should  be  made  obligatory  under  a 
comparatively  small  penalty  on  each  indi- 
vidual who  received  a form  of  return  to 
fill  it  up  even  though  he  may  not  be  liable 
to  tax; 

(b)  that  the  time  within  which  a surcharge  or 

additional  assessment  may  be  made  should 
be  extended  to  three  years : 

(c)  that  the  Board  of  Inland  Revenue  or  the 

General.  Commissioners  should  have  power 
to  publish  names  and  details  in  cases  of 
gross  fraud. 

"1.  The  Committee  were  of  opinion  that  it  was  not 
desirable  that  any  jurisdiction  with  regard  to  Income 
Tax  penalties  should  be  given  to  the  police  courts. 

<£  22‘  In  *fay-.  1906>  a Select  Committee  was  appointed 

to  enquire  into  and  report  upon  the  practicability 
of  graduating  the  Income  Tax,  and  of  differentiating 
for  the  purpose  of  the  Tax,  between  permanent  and 
precarious  incomes.” 


23.  The  question  of  existing  fraud  and  evasion 
came  before  this  Committee  only  incidentally,  and 
very  little  new  evidence  ou  the  subject  was  given. 

24.  The  Committee,  however,  reported  that  in  their 
opinion  “ a compulsory  personal  declaration  from 
each  individual  of  total  net  income  in  respect  of 
which  tax  is  payable  is  expedient,  aud  would  do  much 
to  prevent  the  evasion  and  avoidance  of  income  tax 
which  at  present  prevail.” 

25.  As  a result  of  these  reports  the  Finance  Act, 
li'Oi,  extended  the  powers  of  the  Revenue  in  the 
following  respects:  — 

It  provided — 


(а)  that  every  person  upon  whom  a form  requir- 

ing a return  of  income  assessable  under 
Schedules  D and  E has  been  served,  shall  be 
liable,  in  default  of  a return,-  to  a penalty 
under  section  55  of  the  Act  of  1842, 
whether  he  is  chargeable  with  duty  or  not, 
the  penalty  not  to  exceed  £5  if  the  person 
proves  that  he  was  not  chargeable.  (Section 
22  (1)); 

(б)  that  proceedings  for  the  recovery  of  any  fine 

or  penalty  might  be  commenced  within 
three  years  after  the  commission  of  the 
offence.  (Section  23  (1)); 

(c)  that  the  period  within  which  an  additional 
assessment  or  surcharge  might  be  made 
should  be  extended  to  three  years  from 
the  end  of  the  year  of  assessment.  (Sec- 
tion 23  (2)  ). 


26.  It  further  provided  that  in  the  case  of  any 
company,  the  secretary  or  other  officer  (by  whatever 
name  called)  performing  the  duties  of  secretary 
should  be  responsible  for  making  returns.  (Section 
~~  (-)>■  Y1!3  duty  had  formerly  been  imposed  on  the 

chamberlain  or  other  officer  acting  as  treasurer 
?uditor  or  receiver.”  (Section  40,  Income  Tax  Act, 

Incidentally,  in  introducing  the  principle  of  dif- 
ferentiation in  rate  as  between  earned  and  unearned 
incomes,  it  provided  that  the  relief  to  the  lower 
earned  rate  had  to  be  claimed  at  the  time  the 
return  was  made,  and.  in  any  case,  before  the  30th 
September  m the  year  for  which  the  tax  was  charged. 
Ihis  provision  had  the  effect  of  giving  a considerable 
inducement  to  make  a return  in  the  case  of  incomes 
not  exceeding  £2,000  or  £3.000,  the  maximum  dif- 
ference  m rate  rising  from  3d.  in  1907  to  Sd.  in  1914. 

. *s  hmitation  as  to  the  date  of  claim  was  abolished 
in  1915. 


•j  j Y, — , (.aetuo-j-v;  act,  iyiu, 

provided  that  any  person  making  a false  statement 
or  false  representation  “ for  the  purpose  of  obtaining 
any  allowance,  reduction,  rebate,  or  repayment  in 
{{  respect  of  any  duty  under  this  Act,  either  for  him- 
* self  °r  for  any  other  person,  or  in  any  return  made 
with  reference  to  any  duty  under  this  Act,”  shall 
be  liable  on  summary  conviction  to  imprisonment  for 
a o|r“  °ot  exceeding  six  months  with  hard  labour. 

, Ahls  provision,  though  applicable  also  to  offences 
relating  to  other  duties,  gives  for  the  first  time 
jurisdiction  to  the  Police  Court  Magistrates  in 
Income  Tax  cases.  As,  however,  the  proceedings, 
which  must  be  under  the  Summary  Jurisdiction  A<%s, 
must  be  token  within  six  months  after  the  commission 
of  the  offence  the  section  is  practically  useless  for 
Income  Tax  purposes,  seeing  that  such  offences  can 
seldom  be  detected  within  such  a limited  period 

29.  A very  important  provision  for  the  punishment 

of  fraud  was  introduced  into  sectio'n  5 of  the  Perjury 
Act>  under  which  any  person  who  knowingly 

and  wilfuHy  makes,  otherwise  than  on  oath,  a state- 
ment false  in  a material  particular  “ in  an  abstract, 

account,  balance  sheet,  book,  certificate,  declara- 
tion, entry  estimate,  inventory,  notice,  report. 
,t  return,  or  other  document  which  he  is  authorised 
or  required  to  make,  attest,  or  verify,  by  any  public 
„ feneral  AY  ,of  Parliament  for  the  time  being  in 
£?rc®’  be  guil#  of  a misdemeanour  punishable 

with  hard  labour  for  any  term  not  exceeding  two 
years,  with  or  without  a fine  in  addition. 

In  this  connection  it  should  be  observed  that  the 
Ireland7  ACt’  1911 ’ d°6S  not  appl7  Scotland  or 

30.  The  other  provisions  for  the  punishment  of 
evasion  contained  in  the  existing  Acts  are  set  out 
m tne  evidence  which  will  be  given  before  the  Royal 
v^mmission  by  Mr.  E.  Stanford  London,  Deputy 
Chief  Inspector  or  Tnxee. 
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Board  op  Inland  Revenue, 

Somerset  House. 


HISTORICAL  NOTE  ON  ASSESSMENT  BY  REFERENCE  TO  THE  PROFITS  OF  AN  AVERAGE 

OF  YEARS. 


1.  From  the  early  days  of  Inoome  Tax  in 
England  the  profits  of  a trader  assessable  under 
Schedule  D have  been  computed  on  the  average 
profits  of  the  three  years  preceding  the  year 
of  assessment.  For  the  first  year  of  the  tax,  1799, 
the  trader  had,  indeed,  an  option  to  select  either 
the  average  profits  of  the  three  preceding  years  or 
the  profits  of  the  preceding  year— no  doubt  to  avoid 
the  hardship  of  bringing  into  the  clutches  of  a new 
tax  abnormal  profits  made  before  the  year  for  which 
the  tax  was  first  imposed— but  when  once  he  had 
made  his  election  he  had  to  abide  by  it  for  later- 
years  as  well  as  for  the  first.  This  basis  and  this 
option  applied  not  only  to  trades,  but  also  to 
professions,  offices  and  employments  which  were  of 
uncertain  annual  amount.  In  the  case  of  offices, 
pensions,  stipends,  &c.,  which  were  of  certain  annual 
amount,  the  basis  was  the  income  of  the  preceding 
year.  Mines  and  fire  insurance  offices  were  assess- 
able on  a five  years’  average. 

2.  In  1803,  when  incomes  were  first  classified 

under  the  five  still  existing  Schedules,  A,  B, 
C D and  E,  trades  and  manufactures  were 
charged  on  the  average  of  the  three  preceding  years 
without  any  option,  but  professions  and  employments 
in  Schedule  D were  put  on  the  basis  of  the  profits 
of  the  preceding  year;  mines  remained  on  the  five 
year  basis,  doubtless  because  of  the  fluctuating 
character  of  their  profits.  . 

3.  When  the  Income  Tax  was  reimposed  in 

1842  the  old  average  system  under  Schedule  D 
was  retained.  To  some  objections  to  assessment 
on  averages  raised  when  the  Bill  was  in  Committee, 
the  Chancellor  replied:  “ Persons  m whose  trades 

“ depression  had  existed  during  the  last  year,  and 

who  hoped  for  improvement  in  future,  were 
“ desirous  to  have  the  assessment  made  on  last  year  s 
“ profits;  and  those  who  thought  that  depression 
“ had  existed  in  their  respective  businesses  during 
“the  last  three  years  were  anxious  that  the  assess- 
“ ment  should  be  taken  on  the  term  of  three  years. 
“ He  considered  the  fairest  course  was  to  adhere  to 
“ the  former  practice,  and  to  estimate  the  profits  or 
“ the  current  year  on  the  average  of  the  three  pre- 
“ ceding  years.”  Traders  and  manufacturers  con- 
tinued, therefore,  to  be  assessable  on  the  average 
profits  of  the  three  years  preceding  the  year  of 
assessment,  and  professions  and  employments  on  tfie 
previous  year,  subject,  however,  in  both  classes,  to 
a provision  for  adjustment  in  case  the  profits  of  the 
year  of  assessment  fell  short  of  the  profits  so 


This  provision  was  contained  in  the  133rd  section 
the  Act,  which  was  based  on  a similar  section  in 
3 older  Acts. 

4.  In  1853  the  three  years  average  was 
tended  to  professions  and  employments  charge- 
le  under  Schedule  D,  and  the  system  thus  enlarged 
in  force  at.  the  present  time. 

5.  The  evidence  given  before  the  Select  Com- 
ttee  of  1861  showed  very  little  opposition 

the  average  system,  but  made  conspicuous 
e one-sided  action  of  section  133,  which  enabled 
e taxpayer  to  get  his  assessment  reduced  if  he 
ide  less  than  the  average,  but  did  not  enable  the 
immissioners  to  increase  his  assessment  if  he  made 
ire.  While  a useful  and  perhaps  necessary  provision 
the  first  years  of  a new  tax,  its  operation  over  a 
-ies  of  years  was  unequal  and  capricious  both  as 
tween  the  Crown  anjl  the  taxpayer,  and  as  between 
o taxpayers  one  with  a constant  and  the  other 
tli  a fluctuating  income.  Mr.  Hubbard  in  has 
aft  report  recommended  the  repeal  of  the  section, 
t the  Committee  made  no  recommendation  on  this, 
indeed  any  other  point.  The  prominence  given 


in  1861  to  the  133rd  section  may,  however,  have 
been  the  cause  of  the  modification  made  in  1865, 
which  mitigated,  though  it  did  not  do  away  with  the 
inequality  of  its  action.  The  effect  of  the  1865  pro- 
vision was,  roughly  speaking,  that  where  the  profits 
of  the  year  4 fell  short  of  the  assessment  based  on 
the  average  profits  of  the  years  1,  2,  and  3,  the 
assessment  should  be  reduced  not  down  to  the  profits 
of  the  year  4 (as  hitherto),  but  down  to  the  average 
profits  of  the  years  2,  3,  and  4. 

6.  The  Commissioners  of  Inland  Revenue  in 
their  13th  Report  (1870),  commenting  on  the 
injustice  of  the  133rd  section  and  on  the  fact  that 
the  1865  Act  merely  palliated  and  did  not  completely 
correct  that  injustice,  were  led  to  the  conclusion  that 
the  mischief  was  inherent  in  the  average  system,  and 
said  “ We  doubt  whether  any  rule  of  charge  could 
“ be  devised  for  such  cases  which  would  do  justice 
“ both  to  the  taxpayer  and  the  Revenue  so  long  as 
**  the  system  of  averages  is  preserved.  It  would  be 
“ a great  improvement  if  we  could  charge  the  actual 
“ profits  made  in  the  year  ending  on  the  31st 
“ December  immediately  preceding  the  collection.” 

7.  In  1893  Mr.  Gibson  Bowles  made  the  pro- 
posal that  under  Schedule  D the  profits  should 
be  computed  neither  upon  the  three  years’  average, 
nor  on  the  profits  of  the  preceding  year  (which 
was  the  usual  alternative  basis  proposed  when 
the  average  was  assailed),  but  on  the  profits 
of  the  year  of  assessment  itself,  maintaining  that 
on  this  basis  the  Income  Tax  would  exactly  “ follow 
“ the  fortunes  of  the  income.”  He  returned  to  the 
charge  in  1902,  in  company  with  Mr.  J.  Walton, 
pressing  the  point  that  the  average  was  an  abstraction 
which  represented  nothing  that  is  absolutely  true, 
and  asking  that  means  should  be  devised  by  which 
all  concerns  whether  assessed  on  an  average  of  five 
years,  or  three  years,  or  on  the  profits  of  the  pre- 
ceding year,  should  in  future  pay  on  the  actual 
profits  of  the  year  of  assessment;  but  his  proposal 
was  not  accepted. 

8.  The  “ system  of  computing  profits  assess- 
“ able  under  Schedule  D on  the  average  of  the 
“ profits  actually  realised  in  the  three  years  preceding 
“ the  year  of  assessment,”  was  among  the  subjects 
specifically  remitted  to  the  Departmental  Committee 
which  reported  in  1905. 

The  Committee,  after  examining  the  effect  of 
section  133  of  the  Income  Tax  Act  of  1842  and  recom- 
mending its  repeal,  considered  the  general  arguments 
for  and  against  assessment  under  Schedule  D on 
average  profits.  The  evidence  they  had  taken  was 
divided— R.  N.  Carter  (530),  Wykes  (719)  and 
Athawes  (2231)  were  in  favour  of  retaining  the 
average : Schuster  (2097)  would  keep  the  average  for 
traders  but  not  for  professional  men : Nott-Bower 
(252),  Hewitt  (1170),  Gore  (1232,  1240),  Chamberlain 
(1959),  were  against  the  average.  The  text  of  their 
Report  is  given  in  Annexe  II  of  the  official  evidence- 
in-chief  on  this  subject.  [See  Q.  15,150  et  seg.] 

9.  As  a result  of  the  1905  Report  the  133rd 
section  of  the  Act  of  1842  was  repealed  by 
the  Finance  Act,  1907,  provision  being  made  at  the 
same  time  for  adjustment  of  assessments  in  the  cases 
of  (a)  newly  set  up  businesses,  and  ( b ) discontinued 
businesses,  but  the  system  of  assessment  on  average 
profits  was  left  unaltered.  In  1914,  after  the  out- 
break of  war,  section  133  was  temporarily  revived 
for  the  specific  purpose  of  dealing  with  cases  where 
profits  had  fallen  short  of  the  assessment  owing  to 
circumstances  attributable  to  the  war.  and  in  that 
state  of  temporary  re-animation  it  exists  at  present. 
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Board  of  Inland  Revenue, 

Somerset  House. 

HISTORICAL  NOTE  ON  THE  CONCERNS  CHARGED  IN  NO.  Ill  OF  SCHEDULE  A OF  THE 
INCOME  TAX  ACTS. 


1.  The  properties  now  comprised  in  No.  Ill 
of  Schedule  A of  the  Income  Tax  Acts  include 
quarries,  mines,  ironworks,  gasworks,  water- 
works, railways,  canals,  docks,  markets,  ferries, 
and  other  concerns  of  a similar  nature.  These  con- 
cerns, although  properly  described  as  “ lands, 
tenements,  hereditaments  or  heritages,”  and  there- 
fore naturally  coming  within  the  scope  of  Schedule  A, 
offer  a much  more  difficult  problem  than  ordinary 
lands  and  tenements  when  their  annual  value  has 
to  be  fixed  for  assessment  purposes.  In  their 
character  they  approximate  very  closely  to  trading 
concerns  which  are  chargeable  under  Schedule  D, 
being  properties,  in  the  words  of  Lord  Blackburn, 

‘ ‘ deriving  their  annual  value  from  being  ancillary 
to  a trade,”  and  they  have  formed,  in  consequence, 
a somewhat  awkward  class  which  the  Legislature  has 
thrown  sometimes  into  Schedule  D,  sometimes  into 
Schedule  A. 

2.  The  Act  of  1803  was  the  first  Income 
Tax  Act  which  divided  the  chargeable  subjects 
into  the  existing  Schedules.  Schedule  A of  that 
Act  comprised  all  lands,  tenements,  hereditaments 
or  heritages,  which  were  to  be  charged  on  their 
annual  value.  Specifically  included  in  Schedule  A 
were  quarries,  mines,  waterways,  rights  of  markets, 
&c.,  when  let  at  a certain  annual  rent.  These  con- 
cerns also  came  within  the  purview  of  Schedule  D, 
the  Third  Case  of  which  comprised  property  of  an 
uncertain  annual  value  not  charged  under  Schedule  A ; 
and  it  was  provided  that,  where  they  were  carried 
on  as  a trade  by  the  owner,  or  let  in  any  other 
manner  than  at  a certain  annual  rent,  or  let  (whether 
at  a certain  rent  or  not)  and  carried  on  as  a trade 
by  the  tenant,  concerns  of  this  kind  were  to  be 
assessed  under  Schedule  D on  the  amount  of  their 
profits. 

3.  The  Act  of  1805  abolished  this  dual  system 
and  transferred  the  assessments  of  what  had 
become  known  as  “ concerns  arising  out  of  lands  ” 
or  “ concerns  about  lands  ” wholly  to  Schedule  A. 

4.  The  Act  of  1806  repeated  this  provision, 
but  added  “ drains  and  levels  ” to  the  list 
of  enumerated  concerns,  and  also  a sweeping  clause 
to  include  other  concerns  of  a like  nature. 

5.  The  transfer  to  Schedule  A accomplished 
in  1805  was  continued  in  the  Act  of  1842, 
which  repeated  the  provisions  of  1806  with  the 
addition  of  two  new  classes  of  concerns  arising  out 
of  lands,  namely,  “gasworks”  and  “railways,” 
thus  bringing  the  law  into  line  with  modern  com- 
mercial conditions. 

Apparently  some  discontent  with  their  position 
under  Schedule  A existed  on  the  part  of  mine 
owners  and  proprietors  of  like  concerns  at  this  time, 
for  an  unsuccessful  motion  was  proposed  in  the 
House  of  Commons  by  Mr.  Forster  on  5th  March, 
1845,  that  they  should  be  allowed  to  make  their 
returns  in  the  same  manner  and  with  the  same  option 


of  privacy  as  other  trading  companies  assessed  under 
Schedule  D,  but  fifteen  years  were  to  elapse  before 
any  step  was  taken  in  the  direction  of  meeting  this 
grievance. 

6.  The  Income  Tax  Act  of  1860  provided 

that  the  assessment  of  the  profits  of  railways 
was  to  be  taken  from  the  jurisdiction  of  the 
General  Commissioners  and  given  to  the  Special 
Commissioners  j and  that  persons  assessed  for  mines 
or  quarries  might  appeal  to  the  Special  Com- 
missioners, a right  previously  restricted  to  persons 
assessed  under  Schedule  D.  These  concessions  paved 
the  way  to  a much  larger  reform  given  by  the  Revenue 
Act  of  1866,  when  it  was  laid  down  that  the  concerns 
described  in  No.  Ill  of  Schedule  A should  be  assessed 
“ according  to  the  Rules  prescribed  by  Schedule  D 
“ . . . so  far  as  such  Rules  are  consistent  with 

“ the  said  No.  III.”  It  is  to  be  noticed  that,  although 
now  assessable  according  to  the  Rules  of  Schedule  D, 
these  ooncerns  remained  chargeable  under  Schedule  A. 

7.  This  was  a rather  anomalous  position,  and 
an  attempt  was  made  to  show  that  the  Act 
of  1866  had  in  fact  retransferred  the  concerns 
in  question  bodily  from  Schedule  A to  Schedule  D. 
It  needed  judicial  interpretation  to  define  the  limits 
of  the  new  enactment.  This  interpretation  was  pro- 
vided by  a decision  of  the  House  of  Lords  in  1881, 
when  it  was  laid  down  that  the  effect  of  the  Act  of 
1866  was  that  all  the  provisions  for  keeping  returns 
under  Schedule  D secret  and  confidential  were  made 
to  apply  to  concerns  described  in  No.  Ill  of  Schedule 
A,  and  that  any  rule  as  to  the  mode  of  computing 
profits  given  in  Schedule  D which  was  not  inconsistent 
with  No.  Ill  of  Schedule  A was  made  to  apply  to 
the  mode  of  computing  the  annual  value  of  those 
concerns,  but  that  there  was  no  transfer  from 
Schedule  A to  Schedule  D such  as  would  change  the 
average  on  which  the  profits  were  to  be  assessed. 

8.  The  Commissioners  of  Inland  Revenue  re- 
ferred to  the  decision  in  this  case  in  their 
1881  Report,  giving  the  true  reason  for  the 
legislation  of  1866,  and  saying:  “Now  that  the 
“ point  in  dispute  has  been  finallv  and  authorita- 
“ tively  settled  by  the  House  of  Lords,  we  may  state 
“ as  a fact  that  the  section  referred  to  was  intro- 
“ duced  at  the  instance  of  the  mine  owners,  solely 
“ to  enable  them,  if  they  so  desired,  to  return  their 
“ profits  for  assessment  in  one  sum  by  the  special 
“ commissioners  of  income  tax,  instead  of  returning 
“ them  for  assessment  by  the  local  commissioners  of 
“ income  tax,  and  that  there  was  no  intention  what- 
“ ever,  by  the  section  referred  to,  to  alter  the 
“ incidence  of  the  tax  or  the  averages  on  which 
* ‘ returns  were  required  by  the  previously  existing 
“ law  to  be  made  by  mine  owners.  The  judgment 
“ of  the  House  of  Lords  now  conclusively  decides 
“ that  the  section  referred  to  enacts  what  it  was 
“ intended  it  should  enact,  and  no  more.” 

From  this  date  onwards  there  has  been  no  change 
either  in  the  law  or  the  practice. 
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Appendix  No.  7 (o). 


HISTORICAL  NOTE  ON  THE  PERIOD 


1.  The  Income  Tax  year  of  assessment,  which 
ends  on  April  5th,  is,  of  course,  not  to  he 
confounded  with  the  financial  year,  which  ends  on 
March  31st,  but  the  history  of  the  latter  elucidates 
the  origin  of  the  date  of  termination  of  the  Income 
Tax  year. 

2.  From  the  earliest  times  on  record  the  yearly 
accounts  of  the  public  receipt  and  expenditure 
of  this  country  were  made  up  to  Michaelmas,  the 
time  for  holding  one  of  the  two  full  sessions  of  the 
old  Court  of  Exchequer,  when  the  sheriffs  of  counties 
and  other  accountable  persons,  having,  at  the  Easter 
sessions,  paid  into  the  Exchequer  such  instalment 
as  was  considered  sufficient,  paid  in  the  balance  of 
their  receipts.  Among  the  Treasury  Records  now  in 
the  Public  Record  Office  are  the  yearly  declarations 
of  the  receipts  and  issues  at  the  Exchequer,  the 
earliest  of  which,  it  is  understood,  is  “ for  one  year 
ending  at  Michaelmas,  1508,  the  24th  year  Henry 
7th.” 


3.  The  first  change  came  in  1751,  when  the 
Act  24  George  II,  'c.  23,  corrected  the  Julian 
calendar  then  in  use.  Eleven  days  between  the  2nd 
and  the  14th  September,  1752,  were  dropped,  and 
the  1st  January  was  made  the  first  day  of  the 
calendar  year  instead  of  the  25th  March.  Section  6 
of  the  Act,  however,  expressly  provided  that  the 
time  of  payment  of  rents,  annuities  and  amounte 
payable  by  virtue  of  any  Act  of  Parliament  then  in 
force  should  not  be  accelerated  by  the  provisions  of 
the  Act.  The  10th  October  (i.e.,  eleven  days  from 
the  29th  September)-  then  became  the  date  of 
termination  of  the  financial  year. 


4.  Attempts  were  made  to  bring  this  period 
into  accord  with  then  existing  commercial  practice, 
beginning  in  1786,  when  the  Commons  Committee  of 
that  year  presented  an  alternative  Statement  of  the 
Public  Income  and  Expenditure  for  the  year  ended 
5th  January  (the  old  Christmas  day),  1786,  and 
culminating  in  1798,  when  the  Finance  Committee, 
in  their  23rd  Report,  endorsed  a recommendation 
made  by  the  Commissioners  of  Audit  urging  the  pro- 
priety of  making  up  all  public  accounts  to  the  same 
annual  date,  and  added  “ the  5th  of  January  being 
the  period  to  which  the  annual  accounts  of  the 
Customs  and  those  of  the  general  commerce  and  navi- 
gation of  the  Empire  are  made  up,  it  would  mani- 
festly be  more  eligible  for  the  public  that  all  the 
other  accounts  should  be  made  up  annually  to  that 
date.”  This  proposal  wa6  adopted  from  the  5th 
January,  1800.  a quarter’s  accounts  of  the  Public 
Income  and  Expenditure  being  made  up  for  the 
period  from  the  10th  October,  1/99,  to  the  5th 
January,  1800. 


Board  of  Inland  Revenue, 

Somerset  House. 

OF  THE  YEAR  OF  ASSESSMENT. 

5.  A further  alteration  was  made  in  1832, 
when  the  annual  Budget,  which  had  previously 
been  brought  before  the  House  of  Commons  for  the 
year  ending  5th  January,  was  presented  by  Lord 
Althorp  for  the  year  ending  5th  April  (the  old  Lady 
Day),  upon  the  suggestion  of  the  Commission  “ for 
examining  into  the  method  of  keeping  the  public 
accounts,”  presided  over  by  Sir  Henry  Parnell  (after- 
wards Lord  Congleton),  which  had  observed  that 
under  the  system  then  in  force  of  presenting  the 
annual  statement  of  the  plan  of  supplies  and  means 
in  April,  for  a year  which  commenced  in  the  past 
January  Estimates  were  proposed  for  a certain 
amount  of  expenditure  which  had,  in  fact,  already 
been  incurred  without  the  sanction  of  Parliament. 
At  the  same  time  the  supplies  were  taken  up  to  31st 
March,  1833,  to  which  date  the  annual  grants  were 
thenceforward  to  be  calculated,  but  no  similar  altera- 
tion was  then  made  in  the  date  to  which  the  financial 
accounts  were  made  up,  and  for  which  a special 
legislative  enactment  was  required,  although  such 
an  alteration  was  recommended  by  the  Commission. 

6.  The  result  was  the  inconvenient  anomaly  of 
the  existence  of  three  distinct  terminations  of 
the  financial  year,  viz.,  5th  January,  31st  March 
and  5th  April.  This  inconvenience  was  not  removed 
until  1854,  when,  under  the  provisions  of  the  Act  17 
and  18  Victoria,  c.  94,  the  Finance  Accounts  were 
thenceforward  made  up  for  all  purposes  for  the  year 
ending  on  31st  March..  A supplementary  quarter’s 
statement  of  the  Finance  Accounts  was  made  up  for 
the  period  from  5th  January,  1854,  to  5th  April, 

1854,  and  the  next  annual  Finance  Accounts  were 
made  up  nominally  for  the  year  ending  31st  March, 

1855.  The  financial  year  has  since  uniformly 
terminated  on  31st  March  in  each  year. 

7.  The  origin  of  the  5th  April  as  the  date 
of  termination  of  the  Income  Tax  year  is  thus 
clear.  Peel’s  Income  Tax  Act  of  1842  was  introduced 
not  long  after  the  adoption  of  the  5th  April  as  the 
date  of  termination  of  the  fiscal  year  for  Budget 
purposes,  and  its  adoption  for  the  purposes  of  the 
Income  Tax  naturally  followed. 

The  question  of  the  alteration  of  the  period  of  the 
Income  Tax  year  has  arisen  more  than  once  in  con- 
nection with  the  lapse  of  Parliamentary  authority 
for  levying  the  Income  Tax  between  the  5th  April 
and  the  passing  of  the  Act  imposing  the  Income  Tax 
for  the  new  year.  To  avoid  this  lapse,  the  advance- 
ment of  the  date  by  a quarter  was  formerly  advo- 
cated. This  ground  for  alteration  disappeared,  how- 
ever. with  the  passing  of  the  Provisional  Collection 
of  Taxes  Act,  1913. 


Appendix  No.  7 (p). 
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HISTORICAL  NOTE  ON  PAYMENT  OF  INCOME  TAX. 


Geo  m 1-  The  Income  Tax  Act  of  1799  provided 

13,  s’.  72.  for  the  payment  of  the  duty  imposed  for  that  year 

by  six  instalments,  the  first  payable  on  the  5th  June 
in  the  year  of  assessment,  and  the  others  at  intervals 
of  two  months,  so  that  the  final  instalment  fell  due 
on  the  5th  April,  1800,  the  last  day  of  the  year  of 
i Qeo.  Ill,  assessment ; but  under  an  amending  Act,  passed  later 
. 22,  S.  19. 


in  the  year  1799,  the  taxpayer  could  pay  the  whole 
of  the  duty,  or  several  instalments,  in  one  Bum, 
without  waiting  for  the  dates  on  which  the  instal- 
ments became  due,  and  section  31  of  this  second  39Geoni> 
Act  provided  that  on  paying  three  or  more  instal-  c.22,8. 3L 
ments  he  could  obtain  a discount  at  the  rate  of  5 per 
cent,  per  annum. 
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2.  With  the  introduction  of  a new  method 
of  assessment  in  1803  the  duties,  except  those  that 
were  deducted  at  the  source,  were  made  payable  in 
four  quarterly  instalments,  the  first  on  20th  June 
in  the  year  of  assessment  and  the  others  on  the 
20th  September,  20th  December,  and  20th  March. 

3.  By  the  Act  of  1805,  it  was  enacted  that 
the  duties  in  Scotland  were  no  longer  to  be  paid 
quarterly  but  half  yearly,  on  the  20th  September  and 
the  20th  March  in  the  year  of  assessment. 

4.  The  Income  Tax  Act  of  1842,  which  re- 
vived the  Income  Tax  after  a long  period  of  disuse, 
repeated  the  old  provisions  as  to  payment,  the  duties 
(except  in  those  cases  where  the  tax  was  deducted  at 
the  source)  being  payable  in  four  quarterly  instal- 
ments in  England  and  Wales  and  by  two  half  yearly 
instalments  in  Scotland.  At  that  time  the  Income 
Tax  did  not  extend  to  Ireland.  But,  although  the 
Income  Tax  in  England  and  Wales  was  nominally 
collectible  quarterly,  it  appears  that  in  practice  the 
collection  was,  generally  speaking,  made  half  yearly. 

5.  The  Income  Tax  Act  of  1860  contained  a pro- 
vision to  compel  Collectors  to  pay  over  the  duties 
on  days  to  be  appointed  by  the  proper  officer  for 
receipt.  The  comments  on  this  provision,  made  by 
the  Board  of  Inland  Revenue  in  their  thirteenth 
Report  (1870)  throw  some  light  on  the  administrative 
practice  of  the  time  with  regard  to  the  nominal 
quarterly  collection.  The  Report  says:  — 

“ The  collection  by  quarterly  instead  of  half- 
yearly  payments  was  the  most  important 
alteration  made  in  1860.  According  to  law 
indeed,  the  tax  had  always  been  due  and  payable 
quarterly,  and  it  would  scarcely  occur  to  any  one 
unacquainted  with  the  complicated  and  anomalous 
arrangements  under  which  the  direct  taxes  are 
levied  that  it  would  be  necessary,  notwithstand- 
ing that  the  tax  was  legally  exigible,  to  obtain 
a special  enactment  for  the  purpose  of  making 
it  available  as  the  income  of  the  State.  Such, 
however,  was  the  case.  The  Collectors  of  the 
tax  are  parochial  officers,  not  agents  of  the 
Crown,  and  although  they  might  possibly  have 
collected  quarterly  when  called  upon  by  us  to 
do  so,  yet  in  the  event  of  their  refusing  we 
should  have  been  powerless  to  compel  them,  since 
there  was  no  provision  in  the  law  requiring 
them  to  hand  over  the  amounts  received  to  the 
officers  of  this  department  more  frequently  than 
twice  a year.  As  it  was,  we  met  with  opposition 
in  some  few  instances  from  the  District  Com- 
missioners in  our  endeavours  to  carry  into  effect 
the  intentions  of  the  legislature,  but  on  the 
whole  the  collection  was  made  with  tolerable 
punctuality. 

“ The  principal  object  of  the  change  was  of 
course  to  bring  into  the  Exchequer,  during  the 
financial  year,  threequarters  of  the  duty  for  the 
current  year,  in  addition  to  the  tax  for  the  second 
half  of  1859-60,  which,  falling  due  on  the  20th 
March,  was  not  available  as  revenue  until  the 
year  1860-61.  The  quarterly  collection  was,  how- 
ever, continued  (in  theory  at  all  events)  until  the 
present  year  1869-70;  but  in  practice,  from  the 
late  period  of  the  year  at  which  the  Customs  and 
Inland  Revenue  Act  is  generally  passed,  the 
Clerks  to  Commissioners,  Assessors,  and  other 
local  authorities  alleged  that  they  could  not  get 
the  assessments  ready  before  the  second  quarter’s 
tax  had  become  due,  nor  did  they  even  accomplish 
so  much  as  this  in  large  towns,  where  the  collec- 
tion was  generally  deferred  until  January;  and 
in  some  cases  (especially  in' London)  until  the  end 
of  the  financial  year.  . . . ” 


6.  In  1869  the  quarterly  system  of  collection  was  *j3|Vict- 
swept  away  and  the  duties  were  made  payable  in  one  ’ 
sum  “on  or  before  January  1st”  in  the  year  of 
assessment,  except  the  duties  which  were  payable  by 

way  of  deduction,  and  the  duty  payable  on  the  profits 
of  all  railway  companies. 

By  the  provisions  of  Bub-section  2 of  section  83  of 
the  Taxes  Management  Act,  1880,  all  duties  in  Scot-  43  & 44  Viet, 
land  were  made  payable  in  one  sum  on  or  before  0.19. 
January  1st,  and  the  only  cases  in  which  the  quar- 
terly collection  remained  in  force  were  those  of  the 
English  and  Irish  railways  (section  95). 

7.  The  abolition  of  payment  by  instalments  in  the 
case  of  the  ordinary  taxpayer  did  not  give  rise  to  any 
serious  objections — no  doubt  because  the  quarterly 
method  had  already  fallen  into  disuse — but  when  in 
the  early  part  of  this  century  the  rate  of  tax  began 
to  rise  considerably  above  the  modest  limits  that  pre- 
vailed up  to  the  end  of  the  nineteenth  century,  pay- 
ment of  the  tax  in  ono  sum  began  to  be  severely  felt, 
especially  by  private  taxpayers.  Proposals  began  to 
be  made  in  the  House  of  Commons  for  a return  to  the 
old  ways,  or  at  least  for  permission  to  pay  in  two 
instalments.  Nothing  was  done  in  this  direction  until 
the  matter  became  acute  owing  to  the  sudden  increase 
in  rates  due  to  the  war,  and  the  reduction  in  1915  of 
the  exemption  limit  from  £160  to  £130,  which  brought 
within  the  scope  of  the  Income  Tax  a large  body  of 
taxpayers  who  were  totally  unaccustomed  to  yearly 
payments  of  any  kind.  To  deal  with  this  new  class  of 
taxpayers,  section  27  of  the  Finance  (No.  2)  Act,  1915,  q189  s*3^’ 
made  provision  for  quarterly  assessments  and  quar-  ' 
terly  collection  in  the  case  of  weekly  wage-earners 
employed  by  way  of  manual  labour.  This  was  not  a 

mere  reversion  to  payment  by  quarterly  instalments : 
the  tax  itself  was  assessable  quarterly  by  reference  to 
the  income  of  the  previous  quarter.  This  system  ap- 
plied only  to  manual  workers : for  other  individual 
taxpayers  a different  method  was  adopted.  They  were 
still  to  be  assessed  _ annually  for  the  whole  year’s 
profits,  but  the  duty  was  to  be  collected  half-yearly,  on 
the  1st  January  in  the  year  of  assessment,  and  on  the 
1st  July  after  the  year  of  assessment  had  closed. 

This  system  applied  only  to  the  earned  income  of 
individuals,  under  Schedules  B,  D and  E.  It  did  not 
apply  to  tax  payable  by  companies  or  corporations, 
nor  to  the  duty  assessed  under  Schedule  A,  on  the 
ownership  of  property. 

8.  In  the  next  year,  1916,  it  was  arranged  that  the  8 & 7 Geo.  V, 
duties  on  quarterly  assessments  might  be  collected  by  C-  24,  S-  35- 
means  of  stamps,  and  the  Commissioners  of  Inland 
Revenue  were  empowered  to  make  regulations  for 

that  purpose. 

9.  The  year  1918  saw  a further  increase  in  the  nor- 
mal rate  of  tax  to  6s.  in  the  £.  This  increase  made 
it  necessary  to  consider  the  extension  of  half-yearly 
payments  to  the  duty  assessed  under  Schedule  A on 
property.  If  the  duty  had  remained  payable  in  one 
instalment  on  the  1st  January,  the  amount  to  be 
deducted  by  a tenant  from  his  landlord  might  have 
exceeded  a whole  quarter’s  rent,  and  in  such  cases 
would  have  still  left  something  to  be  deducted  from  a 

second  quarter’s  rent.  This  position  was  considered  8&9Geo.V, 
undesirable  and  section  30  of  the  Finance  Act,  1918,  0 15-s-30 
applied  the  system  of  half-yearly  collection  to  the 
Income  Tax  charged  under  Schedule  A on  the  owner 
ship  of  property. 

10.  The  position  is  now  that,  except  for  tax  which  is 
deductible  at  the  source,  the  only  duties  payable  in 
one  sum  on  the  1st  January  are  those  charged  (a)  on 
individuals  in  respect  of  unearned  income,  and  (b) 

Schedule  D charged  on  companies,  corporations,  &c. 
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Appendix  No.  7 (q). 


Boabd  of  Inland  Revenue, 
Somerset  House. 


HISTORICAL  NOTE  ON  THE  ALLOWANCE  FOR  REPAIRS. 


1.  The  original  Income  Tax  Act  of  1799  authorized 
allowances  for  repairs  of  property  as  follows : — 


An  average  amount  not  exceeding — 

(1)  in  the  case  of  a farm  with  a 

principal  messuage  and 
other  buildings,  8 per  cent. 

(2)  if  no  principal  messuage,  8 per 

cent. 

(3)  in  the  case  of  houses  and 

buildings  not  occupied  with 
a farm,  10  per  cent.  j 

2.  These  allowances  in  the  case  of  property  let 
were  conditional  on  the  owner  bearing  the  cost  of 
repairs. 

3.  The  allowances  authorized  by  the  Act  of  1803 
“ on  account  of  incidental  repairs  ” were:  — 


on  the  annual  value 
of  the  farm. 


> on  the  annual  value. 


Dwelling  house  ... 


(Not  exceeding  5 per 
( cent,  on  annual  value . 


Farm  house  and  farm  buildings 
(except  where  a tenant 
repairs)  ... 


2 per  cent,  on  annual 
value  of  the  farm. 


4.  These  allowances  were  continued  by  the  Act  of 
1805,  the  exception  as  to  repairing  tenancies  being 
extended  to  cover  the  case  of  dwelling  houses,  but 
withdrawn  in  1806,  by  the  Act  of  which  year  no 
allowance  for  repairs  was  provided. 

The  reason  given  was  that  fraudulent  claims  had 
occurred,  landlords  demanding  an  allowance  for 
repairs  in  fact  done  by  tenants.  The  withdrawal 
was  also  stated  to  be  part  of  an  attempt  to  differen- 
tiate in  favour  of  hazardous  incomes,  and  was  justi- 
fied on  that  ground. 

5.  The  omission  of  any  provision  for  repairs  was 
continued'  when  the  Income  Tax  was  reimposed  in 
1842.  This  omission  was  the  subject  of  much  dis- 
cussion for  many  years.  The  evidence  given  before 
the  Select  Committee  on  Income  Tax  in  1851-2  showed 
that  it  was  regarded  as  a very  serious  grievance, 
more  particularly  with  regard  to  small  property. 
The  Select  Committee  of  1861  considered  the  question 
and  the  draft  report  of  Mr.  Hubbard,  the  Chairman, 
recommended  an  allowance  of  one-twelfth  in  the  case 
of  lands  and  one-sixth  in  the  case  of  houses.  This 
proposal  was,  however,  not  adopted,  partly  it  would 
seem  because  the  Committee  thought  the  allowance 
of  a flat  rate  would  work  unjustly  as  between  one 
property  owner  and  another. 

6.  No  change  was  made  until  1894.  In  that  year 
Sir  William  Haroourt  proposed  an  allowance  of 
one-tenth  from  land  rents,  and  one-sixth  from  house 
rents  for  the  cost  of  repairs  and  maintenance,  these 


rates  being  based  partly  on  the  experience  of  local 
authorities  and  partly  on  Mr.  Hubbard’s  proposal 
of  1861.  With  an  increase  to  one-eighth  in  the  case 
of  lands,  the  proposal  became  law. 

7.  In  1907,  concurrently  with  the  introduction  into 
the  Income  Tax  system  of  differentiation  in  favour  of 
earned  income,  proposals  were  put  forward  for  the 
assessment  of  land  and  house  property  according 
to  the  principles  of  Schedule  D — i.e.,  on  the  net 
yield — or,  alternatively,  for  an  increase  in  the  rate 
of  the  uniform  deduction  for  repairs,  particularly 
on  landed  property.  The  former  did  not  commend 
itself  to  the  Chancellor  of  the  Exchequer,  as  it  was 
considered  to  be  impracticable;  but  consideration  of 
the  latter  proposal  was  promised. 

8.  In  1909,  as  a result  of  the  promised  considera- 

tion, further  relief  to  owners  of  property  in  respect 
of  the  cost  of  upkeep  was  granted.  An  increase  in 
the  rate  of  the  uniform  deduction  was  considered, 
but  rejected.  Mr.  Lloyd  George,  speaking  in  Com- 
mittee on  the  Finance  Bill  (20th  September,  1909), 
stated  that  he  had  consulted  the  Central  Land 
Association  as  to  the  form  in  which  the  concession 
should  be  made,  assuming  the  Government  were 
prepared  to  set  aside  a certain  sum,  and  no  more, 
for  the  purpose.  “ They  were  perfectly  unanimous 
that  it  ought  not  to  be  given  in  the  form  of  a flat 
rate  deduction.  . . . They  said,  and  I agree, 

that  if  you  simply  raise  the  datum  line  all  round 
it  means  that  the  good  landlord  and  the  bad  land- 
lord are  treated  in  exactly  the  same  way.”  In  the 
result  section  69  of  the  Finance  (1909-10)  Act,  1910, 
became  law.  The  section  authorized  repayment  of 
tax  in  certain  cases  on  the  excess  of  the  average 
cost  in  the  previous  five  years  of  repairs,  insurance, 
management,  and  maintenance  (including  replace- 
ment of  farmhouses,  cottages,  fences  and  other 
works  necessary  to  maintain  the  existing  rent)  over 
the  allowances  granted  by  the  Act  of  1894.  This 
relief  was  at  first  confined  to  land  and  to  houses 
of  less  than  £8  annual  value,  and  was  limited  to 
one-eighth  of  the  annual  value  in  the  case  of  lands 
and  one-twelfth  in  the  case  of  houses.  The  maximum 
allowance  was  therefore  25  per  cent,  of  the  annual 
value  in  each  case. — i.e.,  one-eighth  plus  one-eighth 
in  the  case  of  lands,  and  one-sixth  plus  one-twelfth 
in  that  of  houses. 

9.  In  1914  the  relief  was  extended  to  houses  not 
exceeding  £12  annual  value,  and  the  limit  of  25  per 
cent,  removed. 

10.  By  the  Finance  Act  of  the  current  year  (1919) 
the  relief  has  been  further  extended  to  houses  of  an 
annual  value  not  exceeding  £70  in  London,  £60  in 
Scotland,  and  £52  elsewhere. 


Appendix  No.  7 (r). 


HISTORICAL  NOTE  ON  THE  ASSESSMENT  OF 

1.  In  the  earliest  Income  Tax  Act,  that  of  1799,  the 
Legislature,  probably  in  the  belief  that  farmers  did 
not  keep  accounts  in  such  a form  as  to  enable  the 
actual  amount  of  their  profits  to  be  ascertained  fcr 
assessment,  adopted  the  rental  value  of  land  as  the 
basis  for  estimating  profits  of  occupation.  This  basis 
has  been  continued  in  subsequent  Acts  with,  however, 
certain  modifications  in  the  method  of  its  application. 


Board  of  Inland  Revenue, 
Somerset  House. 

PROFITS  FROM  THE  OCCUPATION  OF  LAND. 

2.  It  will  be  apparent  that  any  desired  ratio  of 
assessable  to  annual  value  may  be  obtained  in  two 
ways : — 

(a)  by  taking  the  full  annual  value  a6  the  basis 
of  assessment  and  charging  a fraction  (or 
multiple)  of  the  normal  rate  of  tax  other- 
wise applicable  thereto ; 
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(6)  by  charging  the  normal  rate  of  tax  but 
taking  a fraction  (or  multiple)  of  the 
annual  value  as  the  measure  of  assessable 
income. 

Until  1896  the  first  method  found  favour,  but  in 
that  year  a change  to  method  (6)  was  made. 

3.  It  may  be  mentioned  incidentally  that  in 
England  a deduction  of  one-eighth  of  the  Schedule 
B duty  made  in  the  case  of  tithe-free  lands  and  lands 
subject  to  commuted  tithe  rent  charge  was  also  with- 
drawn in  that  year.  This  concession  was  intended 
to  correct  an  inequality  which  it  was  considered 
would  have  arisen  vis-a-vis  lands  subject  to  tithes  in 
kind,  the  rack  rental  of  which  as  the  result  of  this 
liability  would  have  been  correspondingly  lower. 

4.  The  Act  of  1803  adopted  the  full  annual  value 
as  the  basis  of  assessment,  but  whilst  the  normal  rate 
of  Income  Tax  was  Is.  in  the  £,  the  profits  of  occu- 
pation of  land  were  charged  at  9d.  in  the  £ in 
England  and  Wales  and  6d.  in  the  £ in  Scotland. 

By  the  Act  of  1805  these  rates  were  increased  by 
one-fourth. 

The  Act  of  1806  imposed  tax  at  double  the  rates 
in  force  in  1803.  An  effort  was  also  made  to  tax  the 
increased  profits  arising  from  lands  devoted  to  certain 
special  purposes  in  which  the  abnormal  use  of  capital 
and  labour  rendered  the  yearly  rent  an  inadequate 
measure  of  the  occupier’s  profits.  Rule  8 of  Schedule 
B provided  that  lands  occupied  as  “ Nurseries,  or 
Gardens  for  the  Sale  of  the  Produce,”  and  lands 
occupied  for  the  growth  of  hops,  where  such  hop- 
lands  exceeded  one-tenth  of  the  holding,  should  be 
charged  to  Schedule  B on  the  average  profits  of  the 
preceding  three  years. 

A further  provision  was  introduced  under  Schedule 
D for  assessing  the  profits  of  dealers  in  cattle  and 
sellers  of  milk.  Rule  3 of  the  Third  Case  of  Schedule 
D directed  that:  — 

“Whenever  the  Commissioners  shall,  on  exami- 
“ nation,  find  that  any  lands  occupied  by  a dealer 
“ in  cattle,  or  by  a seller  of  milk  (which  lands 
“ shall  have  been  estimated  and  charged  on  the 
“ rent  or  annual  value),  are  not  sufficient  for 
“ the  keep  and  sustenance  of  the  cattle  brought 
“ on  the  said  lands,  so  that  the  rent  or  annual 
“ value  of  the  said  lands  cannot  afford  a just 
“ estimate  of  the  profits  of  such  dealer,”  the 
commissioners  may  require  a return  of  profits 
and  make  a further  charge,  so  that  the  aggregate 
of  the  charges  under  Schedule  B and  Schedule  D 
may  represent  the  full  profit  which  would  have 
been  chargeable  on  a Schedule  D basis. 

5.  These  special  provisions,  with  the  exception  of 
that  relating  to  hop-lands  (vide  infra,  paragraph  7), 
have  been  continued  since  without  intermission,  and 
are  to  be  found  in  Rule  8 of  Schedule  B and  Rule  4 
of  Case  III  of  Schedule  D in  the  Income  Tax  Act 
of  1918. 

6.  The  Income  Tax  lapsed  in  1816.  It  was  re- 
imposed in  1842. 

By  the  Act  of  1842.  the  occupier  of  lands  was 


charged  in  respect  of  the  profits  of  his  occupation 
upon  the  full  annual  value  less  one-eighth  as  in  the 
Acts  in  force  from  1803  to  1816.  The  normal  rate 
of  tax  was  7d.  in  the  £ and  duty  was  to  be 
calculated— 

In  England  and  Wales  at  one-half  the  normal 
rate; 

In  Scotland  at  five-fourteenths  the  normal  rate; 
and  for  the  purposes  of  a claim  to  exemption  on  the 
ground  of  smallness  of  total  income,  the  occupier’s 
profit  was  directed  to  be  estimated  in  England  and 
Wales  at  one-half  and  in  Scotland  at  one-third  of  the 
full  annual  value. 

7.  The  Act  of  1853  extended  the  Income  [Tax  to 
Ireland  and  charged  the  occupier  of  land  upon  the 
same  basis  as  that  prescribed  for  Scotland. 

By  section  39  of  that  Act  the  special  provision  as  to 
the  assessment  of  the  profits  of  hop-lands  was  with- 
drawn and  thenceforward  hop-growers  have  been 
assessed  under  the  general  provisions  of  Schedule  B. 

8.  Until  1894  the  rates  of  duty  under  Schedule  B 
remained  for  England  and  Wales  at  about  one-half 
and  for  Scotland  and  Ireland  at  about  one-third  the 
normal  rates,  but  by  the  Finance  Act  of  1894, 
the  charge  throughout  the  United  Kingdom  was 
equalized,  the  duty  under  Schedule  B being  fixed 
at  3d.  for  every  20s.  of  net  annual  value,  the  normal 
rate  being  8d.  in  the  £. 

9.  In  1896  the  deduction  of  one-eighth  on  tithe- 
free  lands  was  abolished  and  the  method  of  charging 
a'  reduced  rate  of  tax  on  the  full  annual  value  was 
abandoned.  The  Finance  Act  of  that  year  charged 
duty  under  Schedule  B at  the  full  rate,  but  upon  one- 
third  of  the  annual  value.  It  also  directed  that  for 
the  purposes  of  estimating  the  total  income  of  the 
occupier  for  exemption,  relief,  or  abatement,  the 
profits  of  occupation  should  be  taken  throughout  the 
United  Kingdom  to  be  one-third  of  the  annual  value. 

10.  The  last  quarter  of  the  nineteenth  century 
was  a period  of  great  depression  in  agriculture,  and, 
in  view  of  this  and  the  low  rates  of  tax,  the  virtual 
exemption  accorded  to  farmers  aroused  little  opposi- 
tion. Soon  after  the  beginning  of  the  twentieth 
century,  however,  there  was  a revival  of  prosperity 
which  became  gradually  more  important.  Even  prior 
to  1914  there  was  a material  amount  of  discontent 
with  a system  under  which  a farmer  occupying  a farm 
of  £480’  rental  value  was  assumed  to  be  in  receipt 
of  but  £160  profits. 

11.  No  alteration  in  the  basis  of  charge  was,  how- 
ever, made  until  1915,  when,  by  section  22  (1)  of  the 
Finance  (No.  2)  Act,  1915,  the  income  for  purposes 
both  of  computing  the  charge  to  duty  and  estimating 
the  total  income  with  a view  to  a claim  for  exemption, 
abatement,  or  relief  was  fixed  at  the  full  annual 
value. 

By  the  Finance  Act  of  1918,  section  21,  the  basis 
for  both  purposes  was  increased  to  twice  the  annual 
value,  except  as  regards  land  not  occupied  mainly 
for  the  purpose  of  husbandry,  which  was  still  to  be 
treated  as  of  an  assessable  value  for  the  purposes  of 
Schedule  B equal  to  the  single  annual  value  only. 
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Appendix  No.  7 (s). 


Board  of  Inland  Revenue, 
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HISTORICAL  NOTE  ON  THE  INCOME  TAX  TREATMENT  OF  LIFE  ASSURANCE  COMPANIES. 


ro.f  ioo. 


& 6 Geo.  6, 

02,  b.  11. 


T.C.,  437. 


T.C.,  445. 


& 0 Geo.  5, 

02. 


1.  The  profits  of  a Life  Assurance  company  are  by 
law  assessable  under  Case  I of  Schedule  D,  in  the 
same  way  as  the  profits  of  any  other  business,  on 
the  average  profits  of  the  preceding  three  years. 
Until  1915,  it  was  held — following  the  decision  given 
in  1884,  in  the  case  of  Last  v.  London  Assurance 
Corporation — that  where  a company  carried  on  Fire 
or  Marine  Insurance  as  well  as  Life  Assurance,,  the 
profits  from  these  separate  branches  of  insurance 
must  be  aggregated  for  Income  Tax  purposes ; but  the 
Finance  Act  of  1915  (reproduced  in  Rule  15  (1), 
Cases  I and  II,  Schedule  D,  of  the  Income  Tax  Act, 
1918)  enacted  that  in  such  a case  Life  Assurance  was, 
for  the  future,  to  be  treated  as  a separate  business 
for  Income  Tax  purposes. 

2.  The  special  position  of  Life  Assurance  companies 
in  relation  to  Income  Tax  is  determined  bv  the  fact 
that  Life  Assurance  companies  are,  by  tne  nature 
of  their  business,  compelled  to  have  large  sums  of 
money  invested,  the  interest  of  which  is  in  the 
ordinary  course  liable  to  Income  Tax  either  by  deduc- 
tion at  the  source  or  by  direct  assessment — interest 
being  specifically  liable  to  Income  Tax  [see  the 
Income  Tax  Act,  1918,  Schedule  D,  1 (&)].  It  often 
happens  that  the  amount  of  the  interest  on  which 
a Life  Assurance  company  thus  bears  Income  Tax 
is  greater  than  the  amount  of  its  average  profits 
as  shown  by  its  periodical  valuations. 

3.  This  position  was  made  clear  by  the  Court  of 

Appeal  in  1889,  in  the  case  of  the  Clerical,  Medical 
and  General  Life  Assurance  Society  v.  Ca/rter.  In 
that  case,  the  company  argued  that  as  certain  interest 
came  to  them  in  the  course  of  their  trade  or  business 
it  was  not  an  assessable  subject-matter.  The  Court 
would  not  accept  this  contention.  Lord  Justice  Fry 
said  “ the  Act  appears  to  me  to  create  a plain  charge 
in  respect  of  all  interest  of  money  . . . this  is 

interest  of  money,  and  it  is  impossible  to  escape  from 
the  charge.”  This  position  is  not  confined  to  Life 
Assurance  companies ; it  applies  also  to  other  financial 
concerns,  but  perhaps  Life  Assurance  companies  are 
the  most  conspicuous  examples. 

4.  This  grievance  was  ventilated  in  the  House  of 
Commons  in  1891,  and  again  in  1909.  In  the  latter 
year,  Sir  Seymour  King,  during  the  Committee  stage 
of  the  Finance  Bill,  moved  to  insert  a new  clause 
to  the  effect  that  where  interest  or  dividends  from 
investments  were  received  in  the  course  of,  or  as  part 
of,  a trade  or  business,  they  should  not  be  assessable 
to  Income  Tax  as  a separate  subject-matter,  but  as 
part  of  the  profits  of  the  business;  and  that  where 
Income  Tax  had  already  been  deducted  from  the 
interest,  repayment  should  be  made  of  the  amount 
so  deducted  in  excess  of  the  tax  that  would  have 
been  payable  on  the  profits  of  the  business.  The 
Chancellor  of  the  Exchequer  held  out  no  hopes  of 
redress,  and  pointed  out  that,  under  the  proposed 
clause,  Mutual  Assurance  companies  would  be 
altogether  exempt  from  Income  Tax  because  they  do 
not  seek  to  make  profits. 

5.  The  claim  of  the  companies  was  raised  again  in 
1910  and  again  in  1914  without  success;  but  in  1915, 
by  the  Finance  Act  of  that  year,  numerous  alterations 
in  the  law  were  made,  intended  to  make  the  incidence 
of  the  tax  on  Life  Assurance  companies  more  equit- 
able. Section  11  of  that  Act  overruled  the  decision 
in  the  case  of  Last  v.  London  Assurance  Corporation, 
and  provided  that  “where  an  assurance  company 
carries  on  life  assurance  business  in  conjunction  with 
assurance  business  of  any  other  class,  the  life  assur- 
ance business  of  the  company  shall  for  the  purposes 
of  the  Income  Tax  Acts  be  treated  as  a separate 


business  from  any  other  class  of  business  carried  on  income  Tar 
by  the  company.”  Section  12  made  it  clear  that  Act,  1918, 
income  derived  by  such  a company  from  the  invest-  cases I&rf, 
ments  of  its  Life  Assurance  Fund  was  to  be  treated  Rule  15  (2).  ’ 
as  part  of  the  profits  of  the  Life  Assurance  business. 

6.  But  the  provision  that  was  most  important  to 
the  Life  Assurance  companies  was  contained  in 
section  14,  which  provided  that  Life  Assurance  com- 
panies which  had  been  charged  to  Income  Tax  by 
deduction  or  otherwise,  and  not  under  the  Rules  of 
Case  I of  Schedule  D on  their  profits,  should  be  Income  Tar 
entitled  to  repayment  of  Income  Tax  on  the  amount 
disbursed  by  them  as  expenses  of  management,  includ- 
ing commissions.  To  this  concession  there  were  three 
conditions  attached : — 


(a)  the  relief  to  be  given  was  not  to  make  the 

Income  Tax  ultimately  borne  by  the  com- 
pany less  than  the  tax  which  would  have 
been  paid  if  the  company  had  been  assessed 
on  its  average  profits  under  Case  I of 
Schedule  D ; 

(b)  sums  received  by  the  company  from 

fines,  fees,  or  profits  arising  from  rever- 
sions, were  to  be  deducted  from  the  ex- 
penses of  management  for  the  year,  and 

(c)  in  calculating  profits  arising  from  reversions 

the  company  is  allowed  to  set  off  against 
those  profits  any  loss  arising  from  rever- 
sions for  any  previous  year  during  which 
section  14  was  in  operation. 

Under  these  provisions,  which  are  now  contained 
in  the  Income  Tax  Act,  1918,  section  33,  the  position 
is  that  a Life  Assurance  company  whose  income  from 
investments  is  greater  than  its  profits,  bears  Income 
Tax  finally,  not  on  its  gross  income  from  investments, 
but  on  its  income  after  the  expenses  of  management 
have  been  deducted — the  average  profits  as  they  would 
be  computed  under  Case  I of  Schedule  D remaining 
as  a minimum  liability. 


7.  The  Finance  Act,  1915,  also  dealt  (section  16) 
with  the  income  arising  from  the  investment  of  a 
Life  Assurance  company’s  Foreign  Life  Assurance 
Fund,  and  enacted  that  income  from  that  fund  which 
was  not  remitted  to  this  country  should  not  be 
assessable  to  Income  Tax,  but  that  a corresponding 
reduction  should  be  made  when  the  company  was 
claiming  repayment  under  section  14  in  respect  of 
its  management  expenses.  The  dependence  of  this 
relief  on  the  income  being  retained  abroad  would 
have  prevented  any  part  of  a Foreign  Life  Assurance 
Fund,  or  of  the  income  derived  from  it,  from  being 
invested  in  British  Government  War  Securities.  To 
meet  this  difficulty,  section  44  of  the  Finance  Act, 
1916,  afforded  similar  relief,  where  such  investments 
were  made. 


Income  Tax 
Act,  1918, 
Schedule  D, 
Case  IV,  Rule 
2 (b)  and  Case 
V,  Rule  3 (b). 

Income  Tax 
Act,  1918, 
Section  33. 

Income  Tax 
Act,  1918, 
Section  46,  Sub 
sections  (21  an 
(3). 


8.  Section  15  of  the  Finance  Act,  1915,  dealt  with  income  Tax 
Assurance  companies  which  carried  on  Life  Assurance  Act,  1918, 
business  in  the  United  Kingdom,  but  whose  head  case  m? D’ 
offices  were  out  of  the  United  Kingdom,  and  provided  Rule  3., 
that  the  income  of  such  companies  arising  from  the 
investment  of  their  Life  Assurance  Fund  (excluding 
the  Annuity  Fund  if  any),  wherever  received,  were 
to  be  charged  under  Schedule  D in  part  only  and 
not  as  to  the  whole  amount,  the  part  to  be  charged  in 
respect  of  these  investments  being  calculated  accord- 
ing to  the  proportion  that  the  amount  of  the 
premiums  received  from  policyholders  resident  in 
the  United  Kingdom  and  from  policyholders  resident 
abroad  whose  proposals  were  made  in  the  United 
Kingdom,  bears  to  tho  total  amount  of  the  premium! 
received  by  the  company. 
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Appendix  No.  8. 


Board  or  Inland  Revenue, 

Somerset  House. 

NOTE  PREPARED  BY  THE  BOARD  OF  INLAND  REVENUE  AT  THE  REQUEST  OF  THE  ROYAL 
COMMISSION  ON  THE  INCOME  TAX  SHOWING  (i.)  THE  ESTIMATED  COST  OF  COLLECTION 
OF  INCOME  TAX  FROM  CERTAIN  CLASSES  OF  TAXPAYERS,  AND  (ii.)  THE  ALLOWANCES 
ADMITTED  UNDER  EXISTING  LAW  IN  RESPECT  OF  DEPENDANTS. 


(I.)  Cost  of  collection. 

The  machinery  of  assessment  and  collection  of  the 
Income  Tax  constitutes  an  organised  whole  and  it  is 
almost  impossible  to  identify  any  part  of  the  total 
cost  with  any  particular  class  of  taxpayer. 

It  is  calculated  that  for  the  year  1918-19  the  total 
cost  of  the  collection  and  assessment  of  the  Income 
Tax  (and  Super-tax)  was  approximately  £3,000,000 
including  the  oost  of  the  services  rendered  by  Depart- 
ments other  than  the  Inland  Revenue. 

From  the  data  available  it  is  roughly  estimated 
that  of  this  amount  some  £530,000  may  be  attributed 
to  taxpayers  whose  assessments  are  dealt  with 
quarterly. 

This  sum  works  out  at  about  7 per  cent,  of  the  es- 
timated amount  paid  for  last  year  by  this  class  of 
taxpayer  which  was  roughly  £7,700,000. 

It  is  also  roughly  estimated  that  of  the  amount  of 
£3,000,000  some  £600,000  may  be  attributed  to  tax- 
payers in  receipt  of  incomes  under  £250. 

Thi9  sum  works  out  at  7\  per  cent,  of  the  estimated 
amount  paid  for  last  year  by  this  class  of  taxpayer, 
which  was  roughly  £8,000,000. 

(II.)  Allowances  in  respect  of  dependants. 

The  following  allowances  are  made  for  a wife,f  for 
certain  relatives  and  for  children. 


Amount  of  Total  Income. 

Allowance  for  wif e + and 
for  dependent  relatives  and  the 
special  allowance  to 
widowers.t 

Not  exceeding  £800  

the  tax  on  £25. 

Amount  of  Total  Income. 

Allowance  for  children  (including 
step-children  and  adopted  children). 

Not  exceeding  £800 

for  each  child  under  the  age  of  six- 
teen years,  the  tax  on  £25. 

Exceeding  £800  and  not 
exceeding  £1,000. 

for  each  such  child  in  excess  of  two, 
the  tax  on  £25. 

f The  “ wife  allowance  " is  made  to  a claimant  in  respect  of 
his  wife,  if  living  with  him.  Where  the  claimant  is  a widower, 
an  allowance  is  made  in  respect  of  any  female  relative  of  his  (or 
of  his  deceased  wife)  who  is  resident  with  him  for  the  purpose  of 
having  care  and  charge  of  his  children. 

The  allowance  for  a relative  applies  where  the 
claimant  maintains  at  his  own  expense  a relative  of 
his  or  of  his  wife  who  is  incapacitated  (including  an 
adopted  child  who,  although  over  the  age  of  sixteen, 
is  incapacitated)  by  old  age  or  infirmity  from  main- 
taining himself  and  whose  income  does  not  exceed 
£25  a year. 


Appendix  No.  9. 


Board  of  Inland  Revenue, 

Somerset  House. 

TABLES 

PREPARED  BY  THE  BOARD  OF  INLAND  REVENUE  AT  THE  REQUEST  OF  THE 
ROYAL  COMMISSION  ON  THE  INCOME  TAX,  SHOWING  THE  INCOME  TAX 
PAYABLE  IN  CERTAIN  CASES— 

(а)  for  the  year  1913-14  ; and 

(б)  for  the  year  1919-20  under  the  existing  law  and  on  various  assumptions  suggested  by 

the  Commission  and  detailed  at  the  head  of  the  Tables. 

TABLE  I. 

Table  showing  the  tax  payable  on  certain  earned  incomes  not  exceeding  £10  per  week — 

(a)  For  the  year  1913-14  ; and 

(&)  „ 1919-20  under  the  existing  law. 

The  reliefs  allowed  in  calculating  the  liability  are  as  follows  : — 

(1)  Statutory  abatement,  viz. : — 


Incomes. 

1913-14. 

1919-20. 

Not  exceeding  £1.30  

Exceeding  £130  but  „ £160 

„ £160  „ „ £400  

„ £400  „ „ £500  

„ £500  „ „ £600  

£ 

Exempt 

Exempt 

160 

150 

120 

£ 

Exempt 

120 

120 

100 

100 

(2)  Wife  Allowance — Year  1913-14,  Nil  ; Year  1919-20,  £25. 

(3)  Allowance  for  Children  under  16 — Year  1913-14,  £10  ; Year  1919-20,  £25. 

(4)  £10  for  cost  of  Tools,-  etc. 
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Tax  payable  per  annum  where  Income  amounts  to — 


Weekly  ... 
Yearly 

£2  10*. 
£130. 

£3. 

£156. 

£3  10*. 
£182. 

£4. 

£208. 

£4  10*. 
£234. 

£5. 

£260. 

£6. 

£312. 

£7. 

£364. 

£8. 

£416. 

£9. 

£468. 

£10. 

£520. 

£ *.  d. 

£ 

*.  d. 

£ 

s.  d. 

£ 

8. 

d. 

£ 

s. 

d. 

£ 

s. 

d. 

£ 

s. 

d. 

£ 

8. 

d. 

£ 

8. 

d. 

£ *. 

d. 

„ , , 

/ 1913-14 

— 

— 

0 

9 0 

1 

8 6 

2 

8 

0 

3 

7 

6 

5 

6 

6 

7 

5 

6 

9 

12 

0 

11 

11 

0 

14  12 

6 

\ 1919-20 

— 

2 18  6 

5 

17  0 

8 

15  6 

11 

14 

0 

14 

12 

6 

20 

9 

6 

26 

6 

6 

34 

8 

6 

40 

5 

6 

61  10 

0 

Married — 

/ 1913-14 





0 

9 0 

1 

8 6 

2 

8 

0 

3 

7 

6 

5 

6 

6 

7 

5 

6 

9 

12 

0 

11 

11 

0 

14  12 

6 

No  Children 

\ 1919-20 

— 

0 2 3 

3 

0 9 

5 

19  3 

8 

17 

9 

11 

16 

3 

17 

13 

3 

23 

10 

3 

31 

12 

3 

37 

9 

3 

57  15 

0 

Married — 

/ 1913-14 





0 

1 6 

1 

1 0 

2 

0 

6 

3 

0 

0 

4 

19 

0 

6 

18 

0 

9 

4 

6 

11 

3 

6 

14  12 

6 

1 Child 

\ 1919-20 

— 

— 

0 

4 6 

3 

3 0 

6 

1 

6 

9 

0 

0 

14 

17 

0 

20 

14 

0 

28 

16 

0 

34 

13 

0 

54  0 

0 

Married — 

f 1913-14 







0 

13  6 

1 

13 

0 

2 

12 

6 

4 

11 

6 

6 

10 

6 

8 

17 

0 

10 

16 

0 

14  12 

6 

2 Children 

\ 1919-20 

— 

— 

— 

0 

6 9 

3 

5 

3 

6 

3 

9 

12 

0 

9 

17 

17 

9 

25 

19 

9 

31 

16 

9 

50  5 

0 

Married — 

f 1913-14 







0 

6 0 

1 

5 

6 

2 

5 

0 

4 

4 

0 

6 

3 

0 

8 

9 

6 

10 

8 

6 

14  12 

6 

3 Children 

\ 1919-20 

— 

— 

— 

— 

0 

9 

0 

3 

7 

6 

9 

4 

6 

15 

1 

6 

23 

3 

6 

29 

0 

6 

46  10 

0 

Married — 

/ 1913-14 









0 

18 

0 

1 

17 

6 

3 

16 

6 

5 

15 

6 

8 

2 

0 

10 

1 

0 

14  12 

6 

4 Children 

1919-20 

— 

— 

— 

— 

— 

0 

11 

3 

6 

8 

3 

12 

5 

3 

20 

7 

3 

26 

4 

3 

42  15 

0 

f 1913-14 







0 

10 

6 

1 

10 

0 

3 

9 

0 

5 

8 

0 

7 

14 

6 

9 

13 

6 

14  12 

6 

5 Children 

1919-20 

— 

— 

— 

— 

— 

— 

3 

12 

0 

9 

9 

0 

17 

11 

0 

23 

8 

0 

39  0 

0 

Married — 

/ 1913-14 









0 

3 

0 

1 

2 

6 

3 

1 

6 

5 

0 

6 

7 

7 

0 

9 

6 

0 

14  12 

6 

6 Children 

1. 1919-20 

— 

— 

— 

— 

— 

— 

0 

15 

9 

6 

12 

9 

14 

14 

9 

20 

11 

9 

35  5 

0 

Married — 

/ 1913-14 











0 

15 

0 

2 

14 

0 

4 

13 

0 

6 

19 

6 

8 

18 

6 

14  12 

6 

7 Children 

\ 1919-20 

— 

— 

— 

— 

3 

16 

6 

11 

18 

6 

17 

15 

6 

31  10 

0 

Note. — In  all  cases  it  is  assumed  that  the  earnings  constitute  the  total  income. 


TABLE  II. 

Table  showing  tbe  tax  payable  on  certain  earned  incomes  not  exceeding  £10  per  week— 

(a)  for  the  year  1913-14;  and 

(5)  „ „ 1919-20  on  the  assumption  that  the  scale  of  exemption  and  abatements 

in  force  for  the  year  1913-14  is  restored,  but  that  the  other  allowances  detailed  at 
the  head  of  Table  I are  unaltered. 


Tax  payable  per  annum  where  Income  amounts  to  : — 


Weekly  

Yearly  

£2  10a-. 
£130. 

• £3. 
£156. 

£3  10*. 
£182. 

£4. 

£208. 

£4  10*? 
£234. 

£5. 

£260. 

£6. 

£312. 

£7. 

£364. 

£8. 

£416. 

£9. 

£468. 

£10. 

£520. 

£ s.  d. 

£ *. 

d. 

£ 

8. 

d. 

£ 

g 

d. 

£ 

8. 

d. 

£ 

s. 

d. 

£ 

s. 

d. 

£ 

*. 

d. 

£ 

*. 

d. 

/ 1913-14  ... 





0 9 0 

1 8 

6 

2 

8 

0 

3 

7 

6 

5 

6 

6 

7 

5 

6 

9 

12 

0 

11 

11 

0 

14 

12 

6 

Bachelor  ... 

\ 1919-20  ... 

— 

— 

1 7 0 

4 5 

6 

7 

4 

0 

10 

2 

6 

15 

19 

6 

21 

16 

6 

28 

16 

0 

34 

13 

0 

58 

10 

0 

( 1913-14  ... 





0 9 0 

1 8 

6 

2 

8 

0 

3 

7 

6 

5 

6 

6 

7 

5 

6 

9 

12 

0 

11 

11 

0 

14 

12 

6 

No  Children 

] 1919-20  ... 

— 

— 

— 

1 9 

3 

4 

7 

9 

7 

6 

3 

13 

3 

3 

19 

0 

3 

26 

19 

9 

31 

16 

9 

54 

15 

0 

f 1913-14  ... 



_ 

0 1 6 

1 1 

0 

2 

0 

6 

3 

0 

0 

4 

19 

0 

6 

18 

0 

9 

4 

6 

11 

3 

6 

14 

12 

6 

1 Child 

\ 1919-20  ... 

— 

— 

— 

— 

1 

11 

6 

4 

10 

0 

10 

7 

0 

16 

4 

0 

23 

3 

6 

29 

0 

6 

51 

0 

0 

( 1913-14  ... 







0 13 

6 

1 

13 

0 

2 

12 

6 

4 

11 

6 

6 

10 

6 

8 

17 

0 

10 

16 

0 

14 

12 

6 

2 Children 

} 1919-20  ... 

— 

— 

— 

— 

— 

1 

13 

9 

7 

10 

9 

13 

7 

9 

20 

7 

3 

26 

4 

3 

47 

5 

0 

/ 1913-14  ... 







0 6 

0 

1 

5 

6 

2 

5 

0 

4 

4 

0 

6 

3 

0 

8 

9 

6 

10 

8 

6 

14 

12 

6 

3 Children 

\ 1919-20  ... 

— 

— 

— 

— 

— 

— 

4 

14 

6 

10 

11 

6 

17 

11 

0 

23 

8 

0 

43 

10 

0 

/ 1913-14  ... 









0 

18 

0 

1 

17 

6 

3 

16 

6 

5 

15 

6 

S 

2 

0 

10 

1 

0 

14 

12 

6 

4 Children 

\ 1919-20  ... 

— 

— 

— 

— 

— 

— 

1 

18 

3 

7 

15 

3 

14 

14 

9 

20 

11 

9 

39 

15 

0 

/ 1913-14  ... 

_ 



_ 

_ 

0 

10 

6 

1 

10 

0 

3 

9 

0 

5 

8 

0 

7 

14 

6 

9 

13 

6 

14 

12 

6 

5 Children 

\ 1919-20  ... 

— 

— 

— 

— 

— 

— 

— 

4 

19 

0 

11 

18 

6 

17 

15 

6 

36 

0 

0 

j 1913-14  ... 





_ 



0 

3 

0 

1 

2 

6 

3 

1 

6 

5 

0 

6 

7 

7 

0 

9 

6 

0 

14 

12 

6 

6 Children 

| 1919-20  ... 

— 

— 

— 

— 

— 

— 

— 

2 

2 

9 

9 

2 

3 

14 

19 

3 

32 

5 

0 

/ 1913-14  ... 











0 

15 

0 

2 

14 

0 

4 

13 

0 

6 

19 

6 

S 

18 

6 

14 

12 

6 

7 Children 

\ 1919-20  ... 

~ 

~ 

6 

6 

0 

12 

3 

0 

28 

IQ 

0 

Note. — In  all  cases  it  is  assumed  that  the  earnings  constitute  the  total  income. 
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TABLE  III. 


Table  showing’  the  tax  payable  on  certain  earned  incomes  not  exceeding’  £10  per  week 
(a)  for  the  year  1913-14  ; and 

(5)  , 1919-20  on  the  assumption  that  the  wife  allowance  is  increased  from  £25 

to  ”£50,  but  that  the  other  allowances  detailed  at  the  head  of  Table  I are  unaltered. 


Weekly  ... 
Yearly 


n , . ("1913-14 

Bachelor  ...jl919_20. 

Married—  f 1913-14 
No  Children  \ 1919-20 

Married—  j 1913-14 

1 Child  | 1919-20 

Married — / 1913-14 

2 Children  \ 1919-20 

Married—  f 1913-14 

3 Children  \ 1919-20 

Married—  / 1913-14 

4 Children  \ 1919-20 

Married—  / 1913-14 

5 Children  \ 1919-20 

Married — f 1 9 1 3-1 4 

6 Children  \ 1919-20 

Marri  ed — ("1913-14 

7 Children  \ 1919-20 


Tax  payable  per  annum,  where  Income  amounts  to  : — 


£2  10s. 
£130. 

£3. 

£156. 

£3  10s. 
£1S2. 

£4. 

£208. 

£4  10s. 
£234. 

£5. 

£260. 

£6. 

£312. 

£7. 

£364. 

£8. 

£416. 

£9. 

£468. 

£10. 

£520. 

d. 

£ 

d. 

£ 

d. 

£ 

s. 

d. 

£ 

.S'. 

d. 

£ 

s. 

d. 

£ 

s. 

d. 

£ 

s. 

d. 

£ 

s. 

d. 

0 

3 

7 

6 

5 

6 

6 

7 

5 

6 

9 

12 

0 

11 

11 

0 

14 

12 

b 

— 

2 18  6 

5 

17 

0 

8 

15 

6 

11 

14 

0 

14 

12 

6 

20 

9 

6 

26 

6 

6 

34 

8 

6 

40 

0 

6 

61 

0 

p 

8 

2 

8 

0 

3 

7 

6 

5 

6 

6 

7 

5 

6 

9 

12 

0 

11 

11 

0 

14 

12 

6 

— 

— 

0 

4 

6 

3 

3 

0 

6 

1 

6 

9 

0 

0 

14 

17 

0 

20 

14 

0 

28 

16 

0 

34 

13 

0 

0 

1 

0 

2 

0 

6 

3 

0 

0 

4 

19 

0 

6 

18 

0 

9 

4 

6 

11 

3 

6 

14 

12 

6 

— 

— 

0 

6 

9 

3 

5 

3 

6 

3 

9 

12 

0 

9 

17 

17 

9 

25 

19 

9 

31 

16 

50 

5 

0 

13 

0 

2 

12 

6 

4 

11 

6 

6 

10 

6 

8 

17 

0 

10 

16 

0 

14 

12 

6 

— 

— 

— 

0 

9 

0 

3 

7 

6 

9 

4 

6 

15 

1 

6 

23 

3 

6 

29 

0 

6 

46 

10 

0 

0 

6 

1 

5 

6 

2 

5 

0 

4 

4 

0 

6 

3 

0 

8 

9 

6 

10 

8 

6 

14 

12 

6 

— 

— 

- 

0 

11 

3 

6 

8 

3 

12 

5 

3 

20 

7 

3 

26 

4 

3 

18 

0 

1 

17 

6 

3 

16 

6 

5 

15 

6 

8 

2 

0 

10 

1 

0 

14 

12 

6 

— 

— 

— 

— 

3 

12 

0 

9 

9 

0 

17 

11 

0 

23 

8 

0 

39 

0 

0 

0 

10 

6 

1 

10 

0 

3 

9 

0 

5 

8 

0 

7 

14 

6 

9 

13 

6 

14 

12 

6 

— 

— 

— 

— 

— 

0 

15 

9 

6 

12 

9 

14 

14 

9 

20 

11 

9 

35 

5 

0 

0 

3 

0 

1 

2 

6 

3 

1 

6 

5 

0 

6 

7 

7 

0 

9 

6 

0 

14 

12 

6 

_ 

— 

— 

— 

— 

— 

3 

16 

6 

11 

18 

6 

17 

15 

6 

0 

15 

0 

2 

14 

0 

4 

13 

0 

6 

19 

6 

8 

18 

6 

14 

12 

6 

- 

- 

- 

— 

— 

— 

1 

0 

3 

9 

2 

3 

14 

19 

3 

27 

15 

0 

Note.— In  all  cases  it  is  assumed  that  the  earnings  constitute  the  total  income. 


TABLE  IV. 


Table  showing-  the  tax  payable  on  certain  earned  incomes  not  exceeding  £10  per  week 

(a)  for  the  year  1913-14 ; and 

(b)  „ 1919-30  on  the  assumption  that  the  wife  allowance  is  increased  from  £25 

to  £60  and  the  children  allowance  from  £25  to  £30,  but  that  the  other  allowances 
detailed  at  the  head  of  Table  I are  unaltered. 


Weekly  ... 
Yearly 


, . / 1913-14 

Bachelor  ...  1 1919_2q 

Married — ("1913-14 

No  Children  ^ 1919-20 

Married — ("1913-14 

1 Child  \ 1919-20 

Married — / 1913-14 

2 Children  \ 1919-20 

Married — / 1913-14 

3 Children  \ 1919-20 

Married — / 1913-14 

4 Children  1.1919-20 

Married — / 1913-14 

5 Children  \ 1 91 9-20 

Married — / 1913-14 

6 Children  \ 1919-20 

Married — ("1913-14 

7 Children  \ 1919-20 


Tax  payable  per  annum  where  Income  amounts  to  : 


£2  10s. 
£130. 

£3. 

£156. 

£3  10s. 
£182. 

*£4. 

£208. 

£4  10s. 
£234. 

£5. 

£260. 

£6. 

£312. 

£7. 

£364. 

£8. 

£416. 

£9. 

£468. 

£10. 

£620. 

£ 

i. 

£ 

l. 

£ 

s. 

d. 

£ 

s. 

d. 

£ 

s. 

d. 

£ 

s. 

d. 

£ 

ii 

d. 

£ 

s. 

d. 

6 

2 

8 

0 

3 

7 

6 

5 

6 

6 

7 

5 

6 

9 

— 

2 18  6 

5 

17  0 

8 

15 

6 

11 

14 

0 

14 

12 

6 

20 

9 

6 

26 

6 

6 

34 

8 

6 

40 

0 

2 

8 

0 

3 

7 

6 

5 

6 

6 

7 

5 

6 

9 

12 

0 

11 

11 

0 

14 

12 

6 

— 

— 

2 

0 

6 

4 

19 

0 

7 

17 

6 

13 

14 

6 

19 

11 

6 

27 

13 

6 

33 

52 

1 

0 

9 

0 

6 

3 

0 

0 

4 

19 

0 

6 

18 

0 

9 

4 

6 

11 

3 

6 

14 

12 

6 

— 

— 

1 

11 

6 

4 

10 

0 

10 

7 

0 

16 

4 

0 

24 

6 

0 

30 

13 

1 

13 

0 

., 

12 

6 

4 

11 

6 

6 

10 

6 

8 

17 

0 

10 

16 

0 

14 

12 

6 

_ 

_ 

— 

1 

2 

6 

6 

19 

6 

12 

16 

6 

20 

18 

6 

26 

0 

0 

6 

9i 

0 

4 

4 

0 

6 

3 

0 

8 

9 

6 

10 

8 

6 

14 

12 

6 

_ 

— 

— 

— 

3 

12 

0 

9 

9 

0 

17 

11 

0 

23 

39 

0 

0 

1 

17 

6 

3 

16 

6 

5 

15 

6 

8 

2 

0 

10 

1 

0 

14 

12 

6 

_ 

— 

— 

— 

0 

4 

6 

6 

1 

6 

14 

3 

6 

20 

0 

6 

1 

10 

0 

3 

9 

0 

5 

8 

0 

7 

14 

6 

9 

13 

6 

14 

12 

6 

_ 

_ 

— 

— 

2 

14 

0 

10 

16 

0 

16 

13 

0 

1 

2 

6 

3 

1 

6 

5 

0 

6 

7 

7 

0 

9 

6 

0 

14 

12 

6 

_ 

— 

— 

— 

7 

8 

6 

13 

5 

6 

25 

15 

0 

2 

14 

0 

4 

13 

0 

6 

19 

6 

8 

18 

6 

14 

12 

6 

- 

— 

— 

4 

1 

0 

9 

18 

0 

21 

Note. — In  all  cases  it  is  assumed  that  the  earnings  constitute  the  total  income. 


Paper  handed  in  by  Mr.  P.  D.  Leake  on  5th  June,  1919,  to  illustrate  his  evidence  on  Wasting  Assets,  &e. 

Table  showing  the  proportion  of  the  whole-life  output  of  Industrial  Plant  receivable  annually,  in  comparison  with  the  proportion  of  the  cost 
charged  annually  to  Revenue  under  various  methods  of  distribution  in  common  use. 

Assumed  conditions Cost  of  Industrial  Plant,  £100  ; Efficient  Life  Period,  10  years  ; Total  Output,  95  Units ; Usable  Value,  £95  ; Scrap  Value,  £5. 
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Appendix  No.  11. 


Board  of  Inland  Revenue, 

Somerset  House. 


Statistical  tables,  &c. 

1.  The  Board  of  Inland  Revenue  have  prepared  the 
statistics  referred  to  below  which  were  asked  for  by 
the  Royal  Commission  in  the  course  of  the  examina- 
tion of  Mr.  Hopkins  on  7th  May,  1919. 

2.  In  addition  to  questions  dealt  with  in  this  Note 
other  questions  raised  on  the  same  occasion  will  be 
dealt  with  in  the  course  of  evidence  to  be  offered  by 
the  Board  at  a later  date. 

3.  Questions  53,  54,  203-6,  and  217.  Table  I con- 
tains an  estimate  of  the  distribution  of  income  among 
taxpayers  for  the  year  1918-19. 

4.  Questions  55-62.  Table  II  contains  a comparison 
of  the  taxable  income  for  the  years  1910-11,  1913-14, 
1916-17,  and  1918-19. 

5.  Questions  185-188.  The  Board  have  felt  great 
difficulty  in  furnishing  figures  which  would  not  be  mis- 
leading as  to  the  loss  to  the  Revenue  by  graduation 
and  differentiation  since  1907.  In  their  judgment 
the  downward  graduation  by  abatements  and  reduc- 
tion of  the  standard  rate  of  Income  Tax  cannot  pro- 
perly be  considered  without  relation  to  the  upward 
graduation  effected  by  the  Super-tax.  Moreover, 
they  consider  that  without  some  such  extension  of 
graduation  as  has  recently  been  witnessed  the  tax  at 
anything  approaching  the  present  standard  rate 
would  have  been  extremely  difficult  to  enforce. 
Table  III  is  printed  subject  to  the  foregoing  reserva- 
tions. 

6.  Questions  215-220.  Table  IY  deals  with  the  num- 
ber of  persons  who  claim  repayment  of  Income  Tax, 
and  the  cost  to  the  State  of  dealing  with  claims. 

7.  Question  259.  Table  V deals  with  the  cost  of 
assessment  and  collection  of  Income  Tax  where  the 
assessment  is  made  quarterly. 

8.  Question  211  raised  the  point  of  the  extent  of 
foreign  holdings  of  British  capital.  This  is  a question 
on  which  the  information  available  to  the  Board  is 
very  vague  and  inadequate  and  any  opinion  they  can 
give  must  be  given  under  great  reserve.  Subject  to 
this  it  is  conjectured  that  the  total  foreign  holdings 
of  British  capital  in  private  hands  before  the  war 
amounted  to  some  £150,000,000,  of  which  the  great 
bulk  would  be  in  industrial  shares  rather  than  in  gilt- 
edged  securities.  As  to  the  amount  of  capital  repre- 
sented by  shares  in  British  companies  held  by  foreign 
associated  companies  for  purposes  of  their  business 
information  is  not  available. 

Table  I. 

INCOME  TAX  AND  SUPER-TAX. 


Estimate  prepared  by  the  Board  of  Inland 
Revenue  showing  the  approximate  distribution 

OF  THE  ESTIMATED  AMOUNTS  OF  TAXABLE  INCOME, 
ALLOWANCES,  &C.,  AMONG  TAXPAYERS,  CLASSIFIED 
ACCORDING  TO  THE  AMOUNTS  OF  THEIR  TOTAL 
INCOMES,  TOGETHER  WITH  THE  ESTIMATED  NUMBER 
OF  INCOMES  IN  EACH  CLASS,  AND  THE  TAX  PAID  BY 
EACH  CLASS. 

Explanatory  notes. 

1.  The  figures  set  out  in  the  accompanying  Table  I 
are  estimated.  In  preparing  the  estimate  the  Board 
of  Inland  Revenue  have  made  use  of  all  relevant  in- 
formation available  to  them,  but  elements  which  are 


incapable  of  accurate  measurement  have  of  necessity 
entered  into  the  calculations. 

In  particular  the  available  data  for  estimating  the 
amount  of  non-personal  income  and  of  income 
accruing  to  residents  abroad  are  inadequate,  and  the 
figure  of  £225,000,000  attributed  to  these  items  (vide 
the  foot  of  column  2 of  Table  I)  must  be  regarded  as 
subject  to  a considerable  margin  of  error.  The  con- 
stituents of  the  figure  are  stated  in  Note  10. 

2.  Year. — Table  I relates  to  income  assessed  to  In- 
come Tax  in  the  year  1918-19,  whether  actually 
assessable  for  that  year  or  for  an  earlier  year.  It 
does  not  include  income  assessable  for  the  year  1918-19, 
but  remaining  unassessed  at  the  end  of  that  year. 
The  amount  thus  carried  forward  from  one  year  to 
another  is,  however,  relatively  small  and  fairly 
constant. 

3.  Income.— The  income  dealt  with  is  income  as 
computed  for  purposes  of  Income  Tax,  and  is  there- 
fore in  part  computed  by  reference  to  the  income  of 
the  year  and  in  part  by  reference  to  the  income  of  the 
preceding  year  or  of  an  average  of  preceding  years. 
The  income  dealt  with  does  not  therefore  correspond 
with  the  actual  income  of  taxpayers  for  the  year. 

4.  (Columns  la  and  lb). 

Number  of  Incomes. — The  total  of  the  two 
columns  (la  and  lb)  represents  the  estimated 
number  of  individuals  with  taxable  incomes  in 
each  class  and  is  divided  in  order  to  show : — 

(a)  The  number  of  individuals  who,  although 
in  receipt  of  incomes  above  the  limit  of 
exemption,  are  entirely  relieved  from 
Income  Tax  by  the  operation  of  the 
personal  allowances — for  example,  a 
married  man  with  a wife  and  three 


children  under  16  years  of  age  would 
pay  no  tax  if  his  total  income  did  not 
exceed  £220,  the  whole  being  covered 
by  allowances  as  follows  : — 

Abatement 

£ 

120 

Wife  

25 

3 Children  

75 

Total  Allowances... 

. 220 

Balance  to  be  taxed  ... 

Nil 

(b)  the  number  of  individuals  actually  paying 
tax. 

The  class  with  incomes  exceeding 
£130  but  not  exceeding  £160  does  not 
include  soldiers,  sailors,  merchant  sea- 
men, etc.,  having  incomes  within  those 
limits,  as  they  are  entitled  to  the  pre- 
war limit  of  exemption,  viz.,  £160,  and 
are  consequently  excluded  from  review. 

5.  (Column  2). 

“ Taxable  ” Income. — Subject  to  the  foregoing 
explanations  this  represents,  broadly  speaking,  the 
total  net  income  of  the  classes  within  the  taxable 
area  after  eliminating  all  expenses  incurred  in 
earning  it,  but  before  consideration  of  abatements 
and  personal  allowances. 
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6.  (Column  3). 

Abatements  and  personal  allowances. — In  1918- 
19  these  were  as  follows:  — 


(a)  Abatements. 


Income. 

Amount  allowed  as  abatement. 

Exceeding. 

Not 

Other 

Exceeding. 

Sailors,  &c. 

Taxpayers. 

£. 

£. 

£. 

£. 

130 

300 

160 

120 

300 

400 

120 

120 

400 

600 

100 

100 

600 

700 

70 

70 

(b)  Insurance  premiums  on  the  life  of  the 

taxpayer  or  of  his  wife,  within  a Limit, 
generally  speaking,  of  one-sixth  of  the 
total  income. 

(c)  An  allowance  of  £25  for  a wife,  and  in 

certain  cases  for  a housekeeper  and  for 
dependent  relatives,  where  the  total 
income  of  the  taxpayer  did  not  exceed 
£800. 

(d)  An  allowance  of  £25  for  each  child  (in- 

cluding adopted  children)  under  16 
years  of  age  where  the  total  income  did 
not  exceed  £800,  and  for  every  such 
child  beyond  the  first  two  if  the  income, 
while  exceeding  £800,  did  not  exceed 
£1,000. 

7.  (Column  4). 

Net  Income  paying  Tax. — This  is  the  income  on 
which  tax  is  finally  levied  after  all  the  allowances 
due  have  been  deducted. 

•8.  (Column  5). 

Net  Produce  of  Income  Tax. — This  is  the 
amount  of  tax  actually  levied  on  the  income  in  the 
previous  column  It  is  somewhat  smaller  than  the 
figure  that  would  be  produced  by  calculating  the 
tax  on  the  income  at  the  appropriate  rates  in 
force  for  the  year  1918-19  for  the  following 
reasons : — 

(a)  Some  of  the  assessments  made  in  the  year 
relate  to  liabilities  for  earlier  years 
charged  at  lower  rates.  (See  Note  2 
above.) 

(o)  Income  which  has  suffered  Dominion  In- 
come Tax  is  allowed  a corresponding 
relief  (up  to  a maximum  of  2s.  6d.  in 
the  £)  from  British  Income  Tax. 


(c)  Incomes  slightly  above  any  limit  at  which 
the  rate  of  tax  alters  or  allowances 
cease  are  granted  such  relief  as  will 
obviate  the  possessor  of  the  income 
being  made  poorer  by  payment  of  the 
tax  than  the  man  with  an  income 
which  only  just  reaches  the  limit. 

9.  (Column  fi). 

Net  Produce  of  Super-tax,  1919-20. — Super-tax 
(payable  by  individuals  whose  total  incomes  ex- 
ceed £2,500)  is  computed  for  any  year  by  reference 
to  the  Income  Tax  income  of  the  preceding  year. 
Consequently,  the  taxable  income  shown  in 
Column  2,  which,  subject  to  the  reservation  ex- 
plained in  Note  2 above,  is  assessable  to  Income 
Tax  for  the  year  1918-19,  will  not  be  assessable 
to  Super-tax  until  the  following  year,  1919-20. 
Broadly  speaking,  therefore,  the  statement  indi- 
cates that  59,100  individuals  resident  in  the 
United  Kingdom  with  an  aggregate  taxable  in- 
come of  £417,300,000  should  be  assessed  to  Super- 
tax in  the  year  1919-20.  Even  allowing  for 
normal  annual  growth,  these  figures  are  unlikely 
to  be  realized.  The  anticipated  deficiency,  ex- 
cept so  far  as  accounted  for  by  a margin  of  error 
in  the  estimate,  is  attributable  to  the  leakage 
which  is  inherent  in  a system  of  direct  assessment 
as  opposed  to  a system  of  collection  of  duty  at 
the  source.  This  deficiency  is  additional  to  a loss 
of  Super-tax  which  occurs  through  the  non-dis- 
tribution of  companies’  profits  or  their  distribu- 
tion in  a form  other  than  income.  Such  profits 
are  included  in  the  £225,000,000  “ Other  Income 
at  the  foot  of  Column  2 of  the  Table. 

10.  “ Other  Income ,”  viz.,  non-personal  income  and 
income  accruing  to  non-residents  : — 

The  income  under  this  head  is  made  up  of  the 
following  items:  — 

(i)  that  part  of  the  taxable  income  of  com- 

panies which,  though  changed  to  Income 
Tax,  is  not  distributed  to  the  share- 
holders in  dividends,  but  is  retained 
for  the  purpose  of  increasing  reserves, 
etc.  (This  item  accounts  for  nearly 
three-quarters  of  the  total.) 

(ii)  the  income  from  the  invested  funds  of 

insurance  companies  retained  to  meet 
future  liabilities. 

(iii)  income  distributed  to  residents  out  of 

the  United  Kingdom,  including  not 
only  dividends  and  interest  but  also 
profits  arising  from  trading  in  the 
United  Kingdom  by  foreign  firms,  etc. 

(iv)  other  items,  such  as  income  of  clubs, 

corporations,  etc. 
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Table  II. 

Growth  of  taxable  income  since  1910-11. 

The  following  figures  show  the  growth  in  the  taxable 
income  as  actually  assessed  since  1910-11,  and  an 
attempt  has  been  made  to  evaluate  the  effect  of  all 
the  statutory  changes  which  have  occurred  since  that 


year  in  order  to  arrive  at  a figure  of  personal  taxable 
income  calculated  on  the  basis  then  existing  so  as  to 
show  a truly  comparable  income.  It  must  he  borne 
in  mind  that  the  figures  are  to  a certain  extent  con- 
jectural and  must  not  be  taken  as  more  than 


— 

1910-11. 

1913-14. 

1916-17. 

1918-19. 

Total  taxable  income  as  actually 

£ 

£ 

£ 

£ 

. assessed 

838,309,000 

951,040,000 

1,373,452,000 

1,970,000,000 

Net  deduction  for  statutory  changes 
since  1910-11 : 

Reduction  of  exemption  limit 
from  £160  to  £130 

179,314,000 

339,500,000 

Other  alterations  of  law 

— 

— 

3,300,000 

33,000,000 

Taxable  income  on  the  1910-11  basis 

838,309,000 

951,040,000 

1,190,838,000 

1,597,500,000 

Deduct  non-personal  income  and  in- 
come accruing  to  non-residents  cal- 
culated on  the  1910-11  basis 

90,000,000 

127,000,000 

183,000,000 

225,000,000 

Taxable  income  of  individuals  in  the 
United  Kingdom  on  the  1910-11 
basis 

748,309,000 

824,040,000 

1,007,838,000 

1,372,500,000 

Note.—' The  Explanatory  Notes  to  Table  I should  be  read  in  conjunction  with  this  Table. 


Table  III. 

Net  cost  of  differentiation  and  graduation  of  the 
Income  Tax. 

(See  paragraph  5 of  the  Introductory  memorandum.) 

The  following  figures  have  been  compiled  in  order 
to  show  as  far  as  possible  the  cost  of  introducing 


differentiation  into  the  tax  and  extending  graduation 
beyond  the  limits  existing  for  several  years  up  to  1906. 
Account  has  been  taken  of  changes  in  the  personal 
allowances  (for  abatements,  wife  and  children)  which 
constitute  part  of  the  scheme  of  graduation.  It  must 
be  remembered  that  certain  of  the  figures  are 
estimated  and  too  great  reliance  must  not  be  placed 
on  them. 


— 

1910-11. 

1913-14. 

1916-17. 

1918-19. 

- 

£ 

£ 

£ 

£ 

Actual  total  taxable  income  

838,309,000 

951,040,000 

1,373,452,000 

1,970,000,000 

Deduct  class  £130  to  £160 

— 

— 

179,314,000 

339,500,000 

Taxable  income  over  old  exemption 
limit  of  £160 

838,309,000 

951,040,000 

1,194,138,000 

1,630,500,000 

Deduct  abatements  and  insurance  pre- 
miums which  would  have  been 
allowable  on  1906  basis 

136,185,000 

153,077,000 

242,186,000 

403,500,000 

Estimate  of  net  income  to  be  taxed  ... 

702,124,000 

797,963,000 

95^952,000 

1,227,000,000 

Rate  of  tax 

Is.  2d. 

Is.  2(7. 

6s. 

Net  produce  of  tax  which  would  have 
been  realized  at  the  normal  rate, 
with  no  differentiation  and  no  grad- 
uation beyond  that  existing  in  1 906 

40,500,000 

46,500,000 

232,800,000 

365,000,000 

Net  produce  of  income  tax  actually 
realized  or  anticipated 

38,345,000 

43,523,000 

201,637,000 

296,000,000 

Net  loss  due  on  the  foregoing  assumed 
basis  to  reliefs  in  respect  of  gradua- 
tion and  differentiation  since  1906 

2,155,000 

2,977,000 

31,163,000 

69,000,000 

Against  this  loss,  however,  must  be 
set  the  net  produce  of  Super-tax, 
which  constitutes  an  upward 'gradu- 
ation of  the  income  tax,  viz. 

2,825,000 

11,270,000 

24,500,000 

42,300,000 

Note. — The  Explanatory  Notes  to  Table  I should  be  read  in  conjunction  with  this  Table. 
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Table  IV. 

Repayments  of  Income  Tax  in  1918-19  and  cost  of 

ADMINISTRATION  IN  CONNECTION  THEREWITH. 


The  total  number  of  persons  claiming  repayment  of 
Income  Tax  in  the  year  1918-19  is  estimated  at 
940,000,  as  follows : — 


Individuals  with  incomes  not  ex- 
ceeding £130  claiming  repayment  on 
the  ground  of  exemption  from  In- 
come Tax. 

Individuals  with  Incomes  exceed- 
ing £130  and  claiming  repayment  of 
tax  on  account  of  a title  to  a reduced 
rate  of  tax  or  on  account  of  personal 
allowances,  e.g.  abatement,  children, 
life  insurance  premiums,  etc. 

Other  cases,  e.g.  charities,  friendly 
societies,  etc.  claiming  exemption, 
companies,  firms,  etc.  claiming  re- 
payment of  tax  due  to  reduction  of 
assessments  on  appeal,  or  for  over- 
charges, double  assessments,  etc., 
residents  abroad  claiming  repay- 
ment of  tax  deducted  on  foreign 
dividends,  etc. 


Number. 

640.000  or  about  2J  % of  the 
adult  population 
with  incomes  below 
the  exemption  limit. 

350.000  or  about  7 % of  the 
total  number  of  indi- 
viduals (5,346,000  in 
number)  with  in- 
comes exceeding  £130. 


50,000 


940,000 


The  cost  to  the  Department  of  dealing  with  the 
above  repayment  claims,  so  far  as  it  can  be  analysed, 
may  be  put  roughly  at  £160,000.  It  will,  how- 
ever, be  appreciated  that  the  introduction  of  an 
altered  system  of  Income  Tax  which  dispensed  with 


the  necessity,  in  the  last  resort,  for  claims  for  repay- 
ment by  abolishing  the  system  of  taxation  at  the- 
source  would  increase,  not  decrease,  the  cost  of 
collection,  while  greatly  decreasing  the  yield  of  the 
tax. 

[Vote.  Since  the  memorandum  entitled  “ Statistics 
relating  to  Income  Tax  and  Super-tax  ” was  presented1 
to  the  Royal  Commission  further  information  has 
become  available  showing  the  estimate  given  of  the 
number  of  repayments  in  1918-19  to  have  been  exces- 
sive. See  App.  No.  3,  Table  VIII.] 

Table  V. 

Cost  of  “ quarterly  ” assessment. 

The  machinery  of  assessment  and  collection  of  the 
Income  Tax  constitutes  an  organised  whole  and  it  is 
almost  impossible  to  identify  any  part  of  the  total 
cost  with  any  particular  class  of  taxpayer. 

It  is  calculated  that  for  the  year  1918-19  the  total 
cost  of  the  collection  and  assessment  of  the  Income 
Tax  (and  Super-tax)  was  approximately  £3,000,000 
including  the  cost  of  the  services  rendered  by  Depart- 
ments other  than  the  Inland  Revenue.  From  the  data 
available  it  is  roughly  estimated  that  of  this  amount 
some  £530,000  may  be  attributed  to  taxpayers  whose 
assessments  are  dealt  with  quarterly. 

This  sum  works  out  at  about  7 per  cent,  of  the 
estimated  amount  paid  for  last  year  by  this  class  of 
taxpayer  which  was  roughly  £7,700,000. 


Appendix  No.  12. 


Handed  in  by  Mr.  Hopkins  to  illustrate  his  evidence  on  Graduation,  18th  June,  1919. 


INCOME  TAX  GRADUATION. 


Board  of  Inland  Revenue, 

Somerset  House. 


ANNEXE  I. 

GRAPHS  ILLUSTRATING  THE  RATES  IN  FORCE  IN  THE  UNITED  KINGDOM  AND  IN  CERTAIN  DOMINIONS 
AND  FOREIGN  COUNTRIES. 


GENERAL  NOTE. 

1.  Graphs  I,  Ia  and  II  illustrate  the  scale  of  the 
effective  rates  of  the  United  Kingdom  Income  Tax. 
and  the  remaining  graphs  Nos.  Ill  to  XI  are  designed 
to  afford  a general  comparison  between  the  effect 
of  that  scale  and  of  the  scale  of  effective  rates  in 
force  in  a number  of  Dominions  and  Foreign 
Countries. 

In  order  to  show  in  a reasonable  compass  the 
graduation  for  the  large  as  well  as  for  the  smaller 
incomes,  the  divisions  of  the  horizontal  line  repre- 
senting the  amount  of  income  are,  except  in 
graphs  I and  Ia.  based  not  on  the  amount  of  the 
income  but  on  the  logarithm  of  the  amount  of  the 
income,  the  result  being  that  the  spaces  between  the 
smaller  incomes  are  increased  and  those  between  the 
larger  incomes  diminished.  This  affects  the  shape  of 
the  lines  representing  the  effect  of  the  rates  as  com- 
pared with  those  which  would  appear  on  a graph 
drawn  on  a scale  based  on  the  amount  of  the  income, 
but,  each  line  being  equally  affected,  it  does  not 
interfere  with  the  use  of  the  graph  for  comparisons 
between  the  lines  for  the  United  Kingdom  tax  and  for 
the  other  taxes  dealt  with. 

2.  In  graphs  Nos.  Ill  to  XI,  in  order  to  avoid  com- 
plication, in  the  case  of  the  United  Kingdom,  only  the 
line  representing  the  scale  of  Income  Tax  on  earned 
income  is  shown.  The  corresponding  line  represent- 
ing the  scale  of  tax  on  unearned  income  would  be 
higher  (in  general  to  an  extent  corresponding  to  9d. 
in  the  £ after  the  point  at  which  abatements  cease, 
viz.,  £700)  for  incomes  up  to  £2,500;  but  from  that 
point  onwards  it  would  coincide  with  the  line  shown. 
The  lines  for  both  earned  and  unearned  income  in 
the  United  Kingdom  are  shown  in  Graphs  I,  Ia 
and  II. 

For  such  of  the  other  countries  as  have  systematic 
differentiation  of  the  rate  of  tax  as  between  earned 
and  unearned  income  the  lines  for  both  classes  of 
income  are  shown. 


The  relief  allowed  under  section  24  of  the  Income 
Tax  Act,  1918,  in  cases  where  the  margin  of  income 
above  a point  where  the  rate  changes  is  small,  is 
taken  account  of  in  Graphs  I,  Ia  and  II,  but  not  in 
Graphs  III  to  XI. 

3.  No  account  has  been  taken  in  the  graphs  of 
relief  in  respect  of  dependants,  but  some  brief  par- 
ticulars of  the  extent  to  which  such  allowances  are 
granted  are  given  in  notes.  In  cases  where  a married 
taxpayer  is  allowed  a larger  abatement  than  an  un- 
married taxpayer,  the  figures  for  the  latter  form  the 
basis  of  the  graph. 

4.  It  will  be  appreciated  that  the  graphs  can  afford 
only  a very  general  comparison.  While  it  is  un- 
necessary to  enumerate  the  cautions  and  reservations 
which  would  have  to  be  borne  in  mind  if  an  attempt 
were  made  to  apply  the  graphs  to  actual  cases,  an 
illustration  may  be  given.  In  none  of  the  cases  illus- 
trated are  companies  or  income  from  companies  dealt 
with  in  the  same  way  as  in  the  United  Kingdom. 
Thus  in  New  Zealand  a company  is  taxed  on  its 
profits  (excluding  debenture  interest)  on  a graduated 
scale.  The  company  also  pays  tax  at  a flat  rate  on 
debenture  interest  paid  by  it.  A person  holding 
shares  or  debentures  in  a taxed  company  does  not 
include  his  dividends  or  debenture  interest  in  his 
personal  statement  of  income  to  which  the  graduated 
scale  for  individuals  is  applied,  nor,  speaking 
generally,  can  he  claim  any  repayment  of  the  tax 
paid  by  the  company  on  the  ground  that  if  the  divi- 
dend or  interest  had  been  income  falling  to  bo 
included  in  his  personal  return  it  would  have  been 
taxed  at  a lower  rate  than  that  paid  by  the  company. 
It  will  be  seen  from  this  that  the  lines  for  unearned 
income  in  the  graphs  would  not  be  applicable  to  an 
unearned  income  consisting  wholly  or  in  part  of 
dividends  from  companies. 

5.  Where  British  currency  is  not  used  in  the  coun- 
tries concerned  the  conversion  has  been  made  at 
nominal  rates. 
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NOTE  ON  GRAPH  I. 


UNITED  KINGDOM. 


This  graph  represents  the  effective  rate  of  Income 
Tax  in  the  United  Kingdom  on  incomes  up  to 
£40,000. 

The  black  line  and  the  dotted  line  for  incomes  up  to 
(and  slightly  exceeding)  £2,500  represent  the  rate  of 


tax  on  earned  income  and  on  unearned  income 
respectively.  After  that  point  differentiation  be- 
tween earned  and  unearned  income  ceases*  and  the 
rate  of  tax,  whether  the  income  is  earned  or  un- 
earned, is  represented  by  a single  line. 


Rate  of  Tax 


* The  differentiation  nominally  ceases  at  £2,500, 
but  is  in  effect  carried  on  to  £2,690  by  the  provision 
that,  where  the  income  is  slightly  in  excess  of  a limit 
at  which  the  rate  of  tax  changes,  the  total  tax  payable 


is  not  to  exceed  the  amount  of  tax  on  an  income 
which  reaches  but  does  not  exceed  the  limit  plus  the 
amount  by  which  the  income  exceeds  the  limit. 
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NOTE  ON  GRAPH  Ia. 


UNITED  KINGDOM. 


This  graph  is  drawn  on  the  same  basis  as  the  pre- 
ceding one,  but  it  is  restricted  to  incomes  not  ex- 
ceeding £8,000.  It  has  thus  been  possible  to  increase 


the  scale  on  which  it  is  drawn  and  so  to  represent 
somewhat  more  clearly  the  rate  of  tax  on  the  incomes 
falling  within  its  range. 


fiat?  of  Tax 
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NOTE  ON  GRAPH  II. 


UNITED  KINGDOM. 


This  graph  represents  the  effective  rate  of  Income 
Tax  in  the  United  Kingdom  on  incomes  up  to 
£200,000. 

The  divisions  of  the  line  representing  the  amount 
of  the  income  in  this  and  the  following  graphs  are 


based  not  on  the  actual  amount  of  the  income  but  on 
the  logarithm  of  the  amount  of  the  income.  (See 
General  Note,  paragraph  1.)  The  lines  in  Graph  II, 
may  be  compared  with  those  of  Graphs  I.  and  Ia. 
where  the  logarithmic  scale  has  not  been  used. 


Rate  of  Tax 

(pence per  £ ) 


GRAPH  II 
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NOTE  ON  GRAPH  III. 


T/VXATION  OF  EARNED  INCOME. 


This  graph  affords  a comparison  between  the 
effective  rates  on  earned  income  in  the  United  King- 
dom, the  Commonwealth  of  Australia,  New  Zealand, 
the  Dominion  of  Canada,  and  the  United  States  of 
America,  the  five  countries  where  the  highest  maxi- 
mum rates  are  reached  by  the  scales  of  charge. 


The  notes  to  Graphs  IV.,  V.,  VII.  and  X.  give 
some  particulars  of  the  taxeo  represented  on  the 
graph.  In  the  case  of  Australia,  the  Commonwealth 
and  New  South  Wales  taxes  have  been  combined  as 
explained  in  the  note  to  Graph  IV. 


GRAPH  III. 

ft 'ate  of  Tax. 


N.B. — The  precise  value  of  the  comparison  shown  in 
this  graph  cannot  be  appreciated  without  a know- 
ledge of  the  effect  in  each  country  of  indirect  taxa- 


tion and  of  the  burden  of  rates  and  other  local 
imposts,  together  with  the  services  secured  thereby. 
[See  Q.  4005.] 
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NOTE  ON  GRAPH  IV 


AUSTRALIA. 


In  Australia  an  Income  Tax  is  levied  by  the  Com- 
monwealth, and  each  of  the  States  also  levies  a State 
Income  Tax.  In  the  graph  a general  comparison  is 
made  between  the  United  Kingdom  tax  and  the 
aggregate  of  the  Commonwealth  tax  and  of  the  New 
South  Wales  State  tax,  for  the  year  1918-19.  In 
arriving  at  taxable  income  for  the  purpose  of  the 
Commonwealth  Income  Tax  the  State  Income  Tax 
would  be  allowed  as  a deduction,  and  this  has  been 
taken  into  account  in  constructing  the  graph,  so  that 
what  is  represented  at  .any  point  of  income  is  the  New 
South  Wales  tax  on  that  income  plus  the  Common- 
wealth tax  on  the  same  income  as  diminished  by  the 
amount  of  the  New  South  Wales  tax.  Both  Common- 
wealth and  State  taxes  differentiate  between  income 
from  personal  exertion  and  income  from  property  by 
charging  a lower  effective  rate  on  the  former,  and  the 
effect  of  this  differentiation  is  shown.  The  differen- 
tiation continues  throughout  the  whole  range  of  in- 
comes instead  of  stopping  at  a certain  figure  as  in 
the  United  Kingdom  tax. 

The  Commonwealth  law  allows  a deduction  of  £26 


in  respect  of  each  child  under  16,  and  the  New  South 
Wales  tax  a deduction  of  £50  in  respect  of  each  child 
under  18,  however  large  the  total  income.  These 
allowances  are  not  represented  in  the  graph. 

The  rates  of  the  Commonwealth  tax  commence  at 
4-9  pence  and  rise  to  8s.  lid.  in  the  £,  the  maximum 
rate  applying  to  the  excess  of  the  income  over  £7,600 
in  the  case  of  earned  income,  and  to  the  excess  over 
£6,500  in  the  case  of  unearned  income.  The  rates  of 
the  New  South  Wales  tax  commence  at  lid.  in  the 
£ for  earned  income,  and  Is.  1 §d.  for  unearned  in- 
come, and  rise  to  Is.  5 d.  (earned)  and  Is.  9 %d.  (un- 
earned), the  maximum  rate  applying  to  the  excess  of 
the  taxable  income  over  £9,700.  In  arriving  at  the 
taxable  income  an  abatement  of  £250  is  allowed  in  New 
South  Wales  throughout  the  whole  range  of  incomes. 
Under  the  Commonwealth  law  the  abatements,  com- 
mencing with  £100  in  the  case  of  persons  without  de- 
pendants, and  £156  in  the  case  of  persons  with  de- 
pendants, gradually  diminish  with  the  increase  of  the 
income  and  disappear  at  £600  (persons  without  de- 
pendants) or  £624  (persons  with  dependants). 


GRAPH  IV. 
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NOTE  ON  GRAPH  V. 


NEW  ZEALAND. 


In  New  Zealand  there  is  a graduated  Income  Tax 
and  also  a “ special  war  tax  ” which  is  really  an 
additional  Income  Tax,  and  is  graduated  on  the  same 
system  as  the  ordinary  Income  Tax,  except  for  a 
difference  due  to  a different  abatement. 

The  rate  of  the  Income  Tax  for  1918-19  begins  at 
Gd.  and  rises  gradually  to  3s.,  and  the  rate  of  the 
“ special  war  tax  ” begins  at  9 d.  and  rises  gradually 
to  4s.  Gd.,  so  that  the  aggregate  maximum  rate  is 


7s.  Gd.  The  line  in  the  graph  represents  the  joint 
effect  of  the  two  taxes. 

There  is  no  differentiation  between  earned  and  un- 
earned income. 

For  the  Income  Tax,  but  not  for  the  “ special  war 
tax,’’  a deduction  of  £25  is  allowed  in  respect  of  each 
child  under  16,  however  large  the  total  income.  The 
effect  of  this  deduction  is  not  represented  in  the 
graph. 


graph  V. 


<a  S 
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NOTE  ON  GRAPH  VI. 


UNION  OF  SOUTH  AFRICA. 


In  the  Union  of  South  Africa  there  is  an  Income 
Tax,  called  the  normal  tax,  at  rates  rising  from  Is. 
to  2s.,  together  with  a Super-tax  at  rates  rising  from 
Is.  to  3s.  The  Super-tax  applies  to  the  taxable  in- 
come as  ascertained  for  the  normal  tax,  plus 
dividends  and  debenture  interest,  which  are  taxed 
in  the  hands  of  the  companies  paying  them  and  are 
not  included  in  the  normal  tax  assessment  of  the 
individual  recipients.  The  graph  shows  the  combined 
effect  of  the  two  taxes.  The  effect  of  the  Super-tax, 
liability  to  which  begins  with  an  income  of  £2,500,  in 
steepening  the  graduation  will  be  noticed. 

There  is  no  differentiation  between  earned  and  un- 
earned income. 

Married  persons  (and  widowed  or  divorced  persons) 
with  a child  or  children  under  17  are  allowed,  under 


the  normal  tax,  a fixed  abatement  of  £300,  provided 
their  taxable  income  does  not  exceed  £24,300,  while 
in  the  case  of  unmarried  persons  the  abatement  is 
ab  first  £300,  but  diminishes  gradually,  and  finally 
disappears  when  a taxable  income  of  £600  has  been 
reached.  For  Super-tax  purposes  there  is  an  abate- 
ment in  all  cases  commencing  at  £2,500,  but  diminish- 
ing gradually  with  the  increase  of  the  income  and 
finally  disappearing  at  £7,500. 

Where  the  taxable  income  does  not  exceed  £600, 
£30  may  be  allowed  in  respect  of  each  child  under 
17.  Unmarried  persons  may  claim  an  allowance  of 
£20  for  dependent  relatives.  When  the  taxable  in- 
come exceeds  £600  the  amount  of  these  allowances 
is  diminished  by  the  amount  by  which  the  income 
exceeds  £600.  The  effect  of  these  allowances  for 
children  and  dependants  is  not  shown  in  the  graph. 


GRAPH  VI. 

RateofTa* 


100 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


NOTE  ON  GRAPH  VII. 


DOMINION  OF  CANADA. 


For  the  ordinary  Income  Tax  (normal  tax)  an 
abatement  is  deducted  of  £200  in  the  case  of  un- 
married persons,  and  £400  in  the  case  of  married 
persons.  The  next  £100  in  the  case  of  unmarried 
persons,  and  the  next  £200  in  the  case  of  married 
persons,  are  charged  at  2 per  cent,  and  the  balance 
at  4 per  cent. 

Iu  addition  to  the  normal  tax  there  is  a Super-tax 
on  individuals  on  that  part  of  their  income  which 
exceeds  £1,200.  The  rates  of  the  Super-tax  rise 
from  2 per  cent,  to  50  per  cent.,  the  highest  rate 
applying  to  the  excess  of  the  income  over  £200,000. 
Dividends  from  taxed  companies,  while  not  again 
bearing  normal  tax  in  the  hands  of  a shareholder, 
would  form  part  of  his  income  for  Super-tax 
purposes. 

Further,  in  addition  to  the  normal  tax  and  Super- 
tax there  is  a sur-tax,  which  takes  the  form  of  a 
percentage  of  the  Income  Tax  and  Super-tax  as 


calculated  in  accordance  with  the  rates  given  above. 
Thus  for  the  slice  of  income  between  £1,200  and 
£2,000  the  sur-tax  amounts  to  an  additional  sum  of 
5 per  cent,  of  the  normal  Income  Tax  and  the  Super- 
tax. The  highest  rate  of  sur-tax  is  35  per  cent,  of 
the  Income  Tax  and  Super-tax  payable  on  the  portion 
of  income  which  exceeds  £40,000. 

The  graph  represents  the  total  effect  of  the  normal 
Income  Tax,  the  Super-tax  and  the  sur-tax. 

There  is  no  differentiation  between  earned  and 
unearned  income. 

A deduction  of  £40  is  made  in  respect  of  each 
child.  The  effect  of  this  is  not  shown  in  the  graph. 

Two  only  of  the  Canadian  Provinces,  Prince 
Edward  Island  and  British  Columbia,  have  a tax 
which  is  at  all  of  the  nature  of  a general  Income  Tax, 
and  no  attempt  has  been  made  to  represent  Pro- 
vincial taxation  in  the  graph. 


GRAPH  VII. 
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NOTE  ON  GRAPH  VIII. 


FRANCE. 


In  France  there  is  a general  Income  Tax  on  total 
income,  with  a graduated  scale  starting  at  per 
cent,  and  reaching  a maximum  of  20  per  cent,  at 
£22,000,  combined  with  a group  of  taxes  on  different 
classes  of  income  (schedular  taxes),  the  rates  of  the 
latter  varying  according  to  the  kind  of  the  income. 

The  abatements  allowed  under  the  schedular  taxes 
vary  according  to  the  nature  of  the  income,  and  in 
the  case  of  salaries  and  professional  income  they  vary 
according  to  the  place  of  residence  of  the  taxpayer. 
The  lines  shown  in  the  graph  would  correspond  to  the 
total  of  the  general  Income  Tax  and  the  schedular 
tax  on  (1)  incomes  from  real  property  and  (2)  income 
from  salary  or  profession  of  a resident  in  Paris. 

Income  from  business,  which  is  derived  partly  from 
the  capital  of  the  owner  and  partly  from  his  own 


effort,  is  charged  to  a schedular  tax  at  a rate  inter- 
mediate between  that  applicable  to  unearned  income 
derived  from  real  property  and  that  applicable  to 
purely  earned  income  from  profession  or  salary. 

The  general  Income  Tax  is  assessed  on  the  basis  of 
the  income  for  the  year  preceding  the  year  of  assess- 
ment. In  arriving  at  the  amount  assessable  both 
schedular  tax  and  general  Income  Tax  paid  in  the 
preceding  year  are  allowed  as  a deduction.  Such  a 
deduction  would  not  be  allowed  under  the  Income  Tax 
laws  of  the  United  Kingdom  or  of  most  other  coun- 
tries, and  for  purposes  of  comparison  the  figures  of  the 
French  tax,  on  which  the  graph  is  based,  have  been 
adjusted  to  make  allowance  for  this. 

No  account  has  been  taken  in  the  graph  of  the 
extensive  relief  in  respect  of  dependants  which  is 
allowed  under  the  French  Income  Tax  system. 
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NOTE  ON  GRAPH  IX. 


PRUSSIA. 


In  Prussia  there  is  a graduated  Income  Tax 
beginning  with  incomes  exceeding  £45.  The  highest 
rate  of  8 per  cent,  is  reached  when  the  income  ex- 
ceeds £5,000.  Differentiation  as  between  earned  and 
unearned  income  is  produced  not  by  charging 
different  Income  Tax  rates,  but  by  imposing  an 
annual  tax  on  the  capital  value  of  the  taxpayer’s 
property.  The  line  on  the  graph  for  unearned  income 
shows  the  combined  effect  of  the  Income  Tax  and  the 
property  tax,  the  latter  being  represented  as  an 
additional  Income  Tax  on  the  basis  of  a 5 per  cent, 
yield  from  property. 

The  rates  on  which  the  graph  is  based  are  those 
resulting  from  a law  of  the  8th  July,  1916.  Pro- 
posals have  been  made  for  considerably  higher  rates 
for  the  current  year. 

There  is  at  present  no  Imperial  Income  Tax  in 
Germany,  hut  it  is  understood  that  suggestions  have 
been  put  forward  that  the  Imperial  authorities  should 
levy  additions  to  the  State  Income  Taxes,  these 
additions  applying , only  to  the  larger  incomes. 


The  local  authorities  levy  additions  to  the  State 
Income  Tax.  The  amount  of  these  additions  varies 
from  district  to  district,  and  no  account  is  taken  of 
them  in  the  graph. 

The  Prussian  Income  Tax  scale  is  made  up  of  a 
tariff  of  steps  in  income  with  the  amount  of  tax 
payable  for  each  step.  All  incomes  falling  within 
any  step  pay  the  same  amount  of  tax.  The  effect 
of  this  is  that  incomes  which  are  near  the  lower  limit 
of  the  step  pay  a higher  percentage  than  those  near 
the  upper  limit.  The  graphical  representation  does 
not  take  account  of  this  regression  or  reversal  of  the 
progression  within  the  step. 

Relief  in  respect  of  dependants  is  confined  to  in- 
comes not  exceeding  £475,  and  takes  the  form  of 
placing  the  taxpayer  in  a lower  step  of  the  tariff  of 
charge  than  that  to  which  he  belongs  on  the  basis 
of  his  income.  This  relief  is  not  represented  in  the 
graph. 
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NOTE  ON  GRAPH  X. 


UNITED  STATES  OF  AMERICA. 


The  United  States  tax  represented  in  the  graph  is 
the  “ normal  ” or  ordinary  Income  Tax  and  the  sur- 
tax payable  in  the  year  1919  under  the  Revenue  Act 
of  1918.  The  normal  tax  is  charged  on  the  excess 
of  income  over  an  abatement  of  £200  in  the  case  of 
single  persons,  and  of  £400  in  the  case  of  married 
persons,  the  general  rate  being  12  per  cent,  (reduced 
to  6 per  cent,  on  the  first  £800  chargeable).  The  sur- 
tax is  a highly  graduated  Super-tax  commencing  with 
1 per  cent,  on  the  amount  by  which  the  income 


exceeds  £1,000  and  does  not  exceed  £1,200,  and 
reaching  65  per  cent,  on  the  excess  over  £200,000. 

An  allowance  of  £40  is  made  for  each  child  under 
18.  This  is  not  taken  into  account  in  the  graph. 

It  should  be  observed  that  no  account  is  taken  in 
the  graph  of  taxation  imposed  by  the  component 
States  of  the  United  States.  The  prevailing  form  of 
State  taxation  is  not  the  Income  Tax,  though  there 
•are  Income  Taxes  in  a few  States. 
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NOTE  ON  GRAPH  XI. 


JAPAN. 


The  scale  for  the  assessment  of  individuals  to  Income 
Tax  in  Japan  commences  with  3 per  cent,  where  the 
income  exceeds  £50  and  does  not  exceed  £100,  and 
rises  to  30  per  cent,  where  it  exceeds  £2,000.  The 
first  £15  is  abated  if  the  income  is  not  more  than 
£70,  and  the  first  £10  if  the  income  is  not  more  than 
£100. 


There  is  no  general  scheme  of  differentiation 
between  earned  and  unearned  income,  though  some 
relief  is  granted  to  salaries  and  allowances.  No 
relief  is  granted  in  respect  of  dependants. 
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Appendix  No.  13. 


Handed  in  by  Mr.  Hopkins  to  illustrate  his  evidence  on  Graduation,  18th  June,  1919. 


Board  or  Inland  Revenue, 


Somerset  House. 


INCOME  TAX  GRADUATION. 
ANNEXE  II. 


1.  The  accompanying  graph  is  designed  to  illus- 
trate the  scale  of  effective  rates  of  the  Income  Tax 
up  to,  roughly,  £2,800 — 

(a)  as  it  stands  to-day; 

(b)  as  it  would  stand  if  the  proposals  made  in 

paragraphs  25  and  60  of  the  proof  of 
evidence  (described  on  the  graph  as 

“ Scheme  I ”)  were  adopted; 

(c)  as  it  would  stand  if  the  proposals  made  in 

paragraphs  66  and  67  of  the  proof  of 
evidence  (described  on  the  graph  as 

“ Scheme  II  ”)  were  adopted. 


2.  In  order  to  avoid  complications  only  the  line 
representing  the  effective  rate  of  tax  on  earned 
income  is  shown  in  the  graph,  and  the  effect  of  allow- 
ances in  respect  of  wife,  children,  and  dependants  is 
disregarded. 

3.  The  graph  is  drawn  on  the  same  basis  as  graphs 
I and  Ia  in  Annexe  I,  hut  is  restricted  to  incomes 
not  exceeding  roughly  £2,800,  and  is  on  a larger 
scale. 
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Appendix  No.  14  (a). 


Board  of  Inland  Revenue, 

Somerset  House. 


NOTE  ON  THE  ASSESSMENT  OF  MARRIED  PERSONS  IN  FOREIGN  AND  DOMINION  SYSTEMS 

OF  INCOME  TAX. 


1.  The  general  tendency  in  foreign  systems  is  to 
treat  the  income  of  husband  and  wife,  and  to  some 
extent  that  of  children,  as  one  income. 

2.  This  is  broadly  the  tendency,  for  example,  in 
France,  Italy,  Denmark,  Holland,  Prussia,  Bavaria, 
Austria  and  Hungary. 

3.  In  many  of  the  above  cases  the  assessment  covers 
the  income  of  the  husband  and  the  wife  together  with 
any  unearned  income  of  the  children  over  which  the 
parents  have  a right  of  usufruct.  This  right  of 
usufruct  is  not  found  in  this  country. 


4.  In  the  United  States  the  incomes  of  husband  and 
wife  are  dealt  with  as  separate  incomes.  Within  cer- 
tain limits  the  earnings  of  minor  children  dependent 
on  their  parents  are  included  in  the  income  of  the 
father. 

5.  In  most  of  the  Dominions  the  separate  income  of 
husband,  wife,  and  members  of  the  family  are  dealt 
with  separately. 

6.  In  the  Union  of  South  Africa  the  Act  imposing 
the  Income  Tax  provides  that  the  income  of  a married 
woman  shall  be  deemed  to  be  the  income  of  her 
husband. 


Appendix  No.  14  (b). 


Board  of  Inland  Revenue, 

• Somerset  House. 

NOTE  ON  METHODS  ADOPTED  FOR  SECURING  GRADUATION  OF  INCOME  TAX  (BY  REFERENCE 
TO  AMOUNT  OF  INCOME)  IN  BRITISH  DOMINIONS  AND  FOREIGN  COUNTRIES. 


1.  This  note  sets  out  the  methods  adopted  in  the 
Income  Tax  systems  of  British  Dominions  and  Foreign 
Countries  for  graduating  the  rate  of  tax  by  reference 
to  the  amount  of  the  income  on  which  the  tax  is 
chargeable.  It  is  not  exhaustive,  nor  is  it  designed  to 
show  the  relative  weight  of  the  tax  borne  by  taxpayers 
of  different  classes  or  nationalities. 

In  a number  of  countries  (as  in  the  United 
Kingdom)  the  Income  Tax  system  comprises  a normal 
Income  Tax  and  a further  tax  in  the  nature  of  a 
Super-tax,  both  of  which  may  be  graduated.  The 
mere  combination  of  these  two  factors  does  not  in 
itself  require  detailed  description  and  is  not  dealt 
with  in  this  note  as  a distinct  method  of  graduation. 

2.  It  will  be  understood  that  any  classification 
adopted  in  a note  of  this  character  must  be  somewhat 
arbitrary  and  may  be  open  to  the  criticism  that  some 
of  the  distinctions  which  are  drawn  are  purely  dis- 
tinctions of  form. 

3.  For  the  reasons  set  out  in  the  general  “ Pi-oof 
of  Evidence  on  the  Graduation  and  Differentiation  of 
the  Income  Tax  ” [see  paragraph  4017],  many  of  the 
methods  here  described,  whatever  may  be  said  for 
them  as  part  of  the  taxing  systems  in  which  they  are 
found,  would  be  totally  inappropriate  under  the  con- 
ditions governing  the  British  system  of  taxation. 

4.  Perhaps  the  simplest  form  in  which  graduation  is 
effected  is  by  the  allowance  of  an  abatement  (see  para- 
graph 3970  (a)  ) tax  being  charged  only  on  the 
balance  of  income  after  deducting  the  abatement. 

5.  The  abatement  may  be  confined  to  small  incomes 
within  a fixed  limit,  incomes  beyond  that  limit  being 
charged  in  full;  but  this  method  is  very  limited 
inasmuch  as  all  graduation  ceases  when  the  limit  of 
the  abatement  is  passed.  Despite  this  fact  there  is 
one  Income  Tax  system  in  the  British  Empire 
(that  of  the  small  Canadian  Province  of  Prince 
Edward  Island)  in  which  this  is  still  the  sole 
means  of  graduation;  while  until  1917  Italy  was  in 
the  same  position.*  In  Italy,  though  "tax  was 
charged  at  different  rates  on  incomes  derived  from 
different  sources,  the  only  method  of  graduating  the 


tax  by  reference  to  the  amount  of  income  was  the 
allowance  of  small  abatements.  In  no  case  did  these 
abatements  take  effect  if  the  total  income  exceeded 
about  £50. 

6.  The  limitation  referred  to  in  the  preceding 
paragraph  is  modified  to  some  extent  if  the  abatement 
is  allowed,  not  only  from  incomes  below  a certain  level, 
but  from  all  incomes.  This  method,  it  is  true,  pro- 
duces a continuous  graduation  from  the  level  at 
which  tax  begins  to  be  charged  to  the  very  largest 
incomes ; but  while  the  graduation  at  the  lower  levels 
may  be  substantial,  the  effect  of  the  abatement  in 
the  case  of  larger  incomes  is  so  small  as  scarcely  to 
be  noticeable.  Examples  of  this  method  are  found 
in  the  Income  Taxes  of  one  or  two  of  the  Cantons  of 
Switzerland. 

7.  As  stated  in  pars.  3970  and  3971,  the  methods  of 
graduation  by  abatement,  while  producing  an  appre- 
ciable progression  in  the  lower  ranges  of  income,  have 
little  or  no  effect  in  the  case  of  larger  incomes,  and 
in  order  that  a more  effective  graduation  may  be 
secured,  other  methods  are  resorted  to,  often  in  com- 
bination with  those  referred  to  above. 

8.  One  such  combination  is — 

(a)  the  allowance  from  total  income  of  a general 

abatement,  and 

( b ) the  charging  of  tax  at  a uniform  rate  on 

fractions  or  multiples  of  the  balance  of  the 
income  (see  par.  3970  (c)  of  the  general 
Proof  of  Evidence  on  Graduation,  &c.). 
The  general  Income  Tax  in  France  prior  to  a law 
of  29th  June,  1918*,  was  levied  on  these  lines,  but 
different  fractions  were  applied  to  different  sections 
or  slices  of  income  above  the  level  of  the  general 
abatement.  In  the  case  of  bachelors  (there  were 
special  allowances  for  married  persons)  the  general 
abatement  was  £120,  and  the  balance  of  the  income 
was  charged  in  accordance  with  the  following  scale : 

“The  tax  is  calculated  by  taking  one-tenth  of 
the  fraction  of  taxable  income  between  £120  and 
£320,  two-tenths  of  that  between  £320  and  £480, 
three-tenths  of  that  between  £480  and  £640,  four- 
tenths  of  that  between  £640  and  £800,  five-tenths 


introduction  of  the  Super-tax  in  the  financial  * This  law  introduced,  in  substitution  for  the  scale  shown 
year  1909-10,  a series  of  abatements  was  the  only  means  of  gradua-  above,  a scale  of  graduated  rates  on  the  whole  income  less  the 

tion  in  the  United  Kingdom.  general  abatement  (see  paragraph  12). 
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of  that  between  £800  and  £1,600,  six-tenths  of 
that  between  £1,600  and  £2,400,  seven-tenths  of 

that  between  £2,400  and  £3,200,  eight-tenths  of 

that  between  £3,200  and  £4,000,  nine-tenths  of 

that  between  £4,000  and  £6,000,  and  the  whole 

of  the  balance,  and  by  applying  to  the  figure  thus 
obtained,  the  rate  of  10  per  cent.' 

9.  A more  common  method  of  graduation  is  to 
charge  tax  at  different  rates  on  incomes  of  different 
amounts  (see  paragraph  3970  (b)  ).  This  method  is 
frequently  though  not  always,  applied  in  combination 
with  a general  abatement. 

10.  In  the  simplest  form  of  this  method,  the  rates 
specified  in  the  graduated  scale  are  applied  to  the 
whole  of  the  chargeable  income  (after  allowance  of 
any  abatement)..  This  method  involves  appreciable 
“ jumps  ” in  the  amount  of  tax  payable  at  the 
passage  from  one  step  in  the  scale  to  another  ( see 
paragraph  3972).  Notwithstanding  this  objection, 
this  method  is  adopted  in  many  countries,  for 
instance — 

(a)  With  a general  abatement : 

Queensland  has  a scale  of  seven  steps. 

British  Columbia  has  a scale  of  seven  steps. 

Denmark  has  a scale  of  twenty  steps. 

(b)  Without  a general  abatement : 

Straits  Settlements  has  a scale  of  six  steps. 

Japan  has  a scale  of  fourteen  steps. 

India  also  has  a scale  of  this  character  for  normal 
Income  Tax  with  four  steps. 

For  an  example  of  this  method  the  Danish  system 
may  be  taken.  Here  a small  general  abatement  is 
allowed,  and,  subject  to  this,  incomes  under  £56  are 
charged  at  the  rate  of  £ per  cent. ; incomes  exceeding 
£56  but  not  exceeding  £83,  1 per  cent. ; and  so  on 
through  eighteen  further  steps,  until  a maximum 
rate  of  14£  per  cent,  is  reached  for  incomes  exceeding 
£55,555. 

11.  In  several  taxing  systems  (including  the  British 
Super-tax)  the  various  rates  in  the  scale  are  applied, 
not  to  the  whole  of  the  income  (after  deduction  of 
any  general  abatement),  but  to  the  section  or  slice  of 
income  lying  between  specified  limits. 

The  United  States  Super-tax  is  charged  on  this 
system. 

The  scale  begins  with — 

Rate  of  tax 
chargeable. 

On  the  first  £1,000  of  the  income Nil 

„ next  £200  „ „ (£1,000-£1,200)  1% 

„ „ £400  „ „ (£l,200-£  1,600)  2% 

„ „ £400  „ „ (£l,600-£2,000)  3% 

and  proceeds  thence  by  45  steps  each  of  £400  income 
and  1 per  cent,  increase  in  rate  of  tax  until  48  per 
cent,  is  charged  on  the  slice  of  income  between 
£19,600  and  £20,000.  After  that  the  scale  runs  as 
follows : — 


Rate  of  tax 
chargeable. 

On  the  next  £10,000 

of  the  income  (£20,000- 

£30,000) 

52% 

„ „ £10,000 

„ (£30,000- 

£40,000) 

56% 

„ „ £20,000 

„ „ (£40,000- 

£60,000) 

60% 

„ „ £40,000 

„ „ (£60,000- 

£100,000) 

63% 

„ „ £100,000 

„ „ (£100,000- 

£200,000) 

64% 

1 on  the  balance  of  the  income  (above  £200,000) 

65% 

Further  examples  of  this  method  are  to  be  found 
in  the  tax  systems  of — 

Canada  (Super-tax  and  sur-tax), 

New  South  Wales, 

Victoria, 

South  Australia, 

Tasmania, 

British  India  (Super-tax), 

Newfoundland  (Super-tax), 

Trinidad, 

• as  well  as  of  some  foreign  States. 


12.  The  “ jumps  ” referred  to  in  paragraph  10  of 
this  note  are  also  avoided  by  a method  which  is  in 
principle  merely  an  extension  of  the  method  ex- 
plained in  that  paragraph.  Under  the  method  there 
explained,  tax  is  charged  in  accordance  with  a scale 
of  rates  which  vary  with  the  amount  of  income. 
The  number  of  steps  in  the  scale  is  not  very  large, 
and  in  the  systems  referred  to  in  the  paragraph  in 
question  it  ranges  from  four  to  twenty.  Under 
the  method  now  to  be  described,  the  tax  is  also 
charged  at  rates  which  vary  with  the  amount  of 
income;  but  in  place  of  a moderate  number  of  rates, 
each  applying  to  a comparatively  large  range  of 
income,  the  rate  of  tax  changes  with  each  small 
increase  of  total  income  subject  to  a maximum  rate 
on  large  incomes. 

It  is  obvious  that  a schedule  showing  the  actual 
number  of  rates  of  tax  in  a system  of  this  character 
would  run  to  thousands  of  items,  and  the  rate  is 
therefore  expressed  by  means  of  a mathematical 
formula.  Systems  containing  this  method  are  in 
operation  in  the  Commonwealth  of  Australia,  New 
Zealand,  South  Africa,  Western  Australia,  and 
France. 

For  an  example  of  this  method  the  ordinary 

Income  Tax  of  New  Zealand  may  be  taken.  Here 
the  rate  of  tax  in  the  pound  where  the  net  taxable 
income  does  not  exceed  £400  is  sixpence,  and,  where 
it  exceeds  £400,  sixpence  increased  by  1/ 200th  of  a 
penny  for  every  pound  above  £400  up  to  a maximum 
of  3s.  in  the  pound : 
so  that  the  actual  rate — 

for  a taxable  amount  of  £ 400  is  6 d.  in  the  pound. 

„ })  t)  ji  401  „ 6 „ u 

,i  » n ii  402  „ 65§o^.  „ „ 

ii  i>  ii  ii  600  „ 7 d.  „ „ 

U „ „ II  1|000  „ 9 d.  „ „ 

ii  ii  n ii  1|600  „ Is.  „ „ 

ii  n n 1-  6,400  ,,  3s.  „ „ 

beyond  which  the  rate  remains  constant  at  3s.  in  the 
pound.* 

The  formulae  in  which  the  rates  of  tax  are  ex- 
pressed are  not  all  so  simple  as  that  of  New  Zealand. 
For  instance,  the  following  appears  in  the  charging 
schedule  of  the  Commonwealth  of  Australia  Income 

Tax  Act  of  1918f  : — 

“ Australian  Commonwealth  Income  Tax. 

Rate  of  tax  upon  income  derived  from  property. 

(a)  For  such  part  of  the  taxable  income  as  does 
not  exceed  £546  the  average  rate  of  tax  per  pound 
sterling  shall  be  that  given  by  the  following  formula : 

« = (3  + isim* pe,ice- 

(R  = average  rate  of  tax  in  pence  per  pound 
sterling. 

I = taxable  income  in  pounds  sterling). 

(b)  For  such  part  of  the  taxable  income  as  exceeds 
£546  but  does  not  exceed  £2,000  the  additional  tax 
for  each  additional  pound  of  taxable  income  above 
£546  shall  increase  continuously  with  the  increase  of 
the  taxable  income  in  a curve  of  the  second  degree 
in  such  a manner  that  the  increase  of  tax  for  one 
pound  increase  of  taxable  income  shall  be — 

11- 713  pence  for  the  pound  sterling  between 

£545  10s.  and  £546  10s. 

12- 768  pence  for  the  pound  sterling  between 

£599  10s.  and  £600  10s. 

14-672  pence  for  the  pound  sterling  between 
£699  10s.  and  £700  10s. 

16-512  pence  for  the  pound  sterling  between 
£799  10s.  and  £800  10s. 

18-288  pence  for  the  pound  sterling  between 
£899  10s.  and  £900  10s. 

20-000  pence  for  the  pound  sterling  between 
£999  10s.  and  £1,000  10s. 

27-600  pence  for  the  pound  sterling  between 
£1,499  10s.  and  £1,500  10s. 

33-600  pence  for  the  pound  sterling  between 
£1,999  10s.  and  £2,000  10s. 

* There  is  also  a special  War  Tax,  additional  to  the  ordinary 
Income  Tax,  graduated  on  the  same  principle. 

+ Additions  to  the  tax  arrived  at  from  the  formulas  shown  are 
also  levied. 
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(c)  For  such  part  of  the  taxable  income  as  exceeds 
£2,000  but  does  not  exceed  £6,500,  the  additional 
tax  for  each  additional  pound  of  taxable  income 
above  £2,000  shall  increase  continuously  with  the 
increase  of  the  taxable  income  in  a curve  of  the  third 
degree  in  such  a manner  that  the  increase  of  tax  for 
one  pound  increase  of  taxable  income  shall  be : — 

33-600  pence  for  the  pound  sterling  between 
£1,999  10s.  and  £2,000  10s. 

40-000  pence  for  the  pound  sterling  between 
£2,499  10s.  and  £2,500  10s. 

45-300  pence  for  the  pound  sterling  between 
£2,999  10s.  and  £3,000  10s. 

49-600  pence  for  the  pound  sterling  between 
£3,499  10s.  and  £3,500  10s. 

53-000  pence  for  the  pound  sterling  between 
£3,999  10s.  and  £4,000  10s. 

55-600  pence  for  the  pound  sterling  between 
£4,499  10s.  and  £4,500  10s. 

57- 500  pence  for  the  pound  sterling  between 

£4,999  10s.  and  £5,000  10s. 

58- 800  pence  for  the  pound  sterling  between 

£5,499  10s.  and  £5,500  10s. 

59- 600  pence  for  the  pound  sterling  between 

£5,999  10s.  and  £6,000  10s. 

60- 000  pence  for  the  pound  sterling  between 

£6,499  10s.  and  £6,500  10s. 

(d)  For  every  pound  sterling  of  taxable  income  in 
excess  of  £6,500  the  rate  of  tax  shall  be  sixty  pence.” 


13.  The  method  adopted  *in  many  of  the  German 
States  and  under  the  pre-war  laws  of  Austria  and 
Hungary  has  been  to  provide  an  elaborate  scale  or 
tariff  setting  out  steps  of  income  and  the  sum  of 
tax  applicable  to  each  income  falling  within  the  step. 
This  method  results  in  their  being  a slight  “ regres- 
sion ” within  the  limits  of  the  step,  as  the  highest 
income  within  those  limits  pays  the  same  amount 
of  tax  as  the  lowest,  and  consequently  is  charged 
at  a lower  rate.  Thus,  if  from  £5,000  to  £5,250  is 
one  step,  and  the  tax  for  this  step  is  £200,  the  per- 
centage rate  on  £5,000  is  4 per  cent.,  while  on 
£5,250  it  is  only  3-81  per  cent. 

Taking  Prussia  as  an  example  of  this  method,  the 
normal  tariff  of  the  Income  Tax  Act  for  individuals 
commenced  as  follows : — 

Amount 

Income.*  of  tax* 

Exceeding  £45  but  not  exceeding  £52  10s.  6s. 

,,  £52  10s.  „ „ £60  9s. 

£60  „ „ £67  10s.  12s. 

„ £67  10s.  „ „ £75  16s. 

and  proceeded  by  similar  steps  to — 

Exceeding  £5,000  but  not  exceeding  £5,250  £200. 
Above  this  point  the  amount  of  tax  was  increased  by 
£10  for  every  £250  of  income. 

Since  these  rates  were  imposed  percentage  addi- 
tions have  been  made  thereto  from  time  to  time. 

* Converted  at  rate  of  20  marks  to  the  pound. 
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NOTE  ON  DIFFERENTIATION  OF  TAX  ON  DIFFERENT  KINDS  OF  INCOME  IN  BRITISH 
POSSESSIONS  AND  FOREIGN  COUNTRIES. 


1.  The  following  note  contains  a classification  of 
the  methods  in  force  in  different  States  giving 
practical  expression  to  the  principle,  which  has  been 
accepted  in  the  British  law  since  1907,  of  differentiat- 
ing in  favour  of  earned  income. 

2.  Four  methods  may  be  distinguished : — 

A.  Differentiation  either  (i)  within  the  Income 

Tax  itself,  different  rates  being  charged  for 
different  kinds  of  income  (as  in  the  British 
Income  Tax),  or  (ii)  by  means  of  separate 
taxes  on  certain  kinds  of  income  ( e.g .,  land 
tax,  house  tax,  tax  on  dividends  and 
interest,  etc.)  combined  with  a general 
Income  Tax  on  the  total  income  from  all 
sources.  Where  separate  taxes  on  different 
sources  of  income  exist,  the  general  Income 
Tax  is  charged  on  a scale  depending  only 
on  the  amount  of  the  total  income,  differen- 
tiation based  on  kind  of  income  being  pro- 
duced by  the  rates  of  the  separate  taxes. 

B.  Differentiation  by  means  of  a separate  general 

tax  on  the  capital  value  of  property  together 
with  a general  Income  Tax. 

C.  Differentiation  by  means  of  a property  tax 

on  the  capital  value  of  property  combined 
with  an  Income  Tax  which  is  applied  only  to 
income  not  derived  from  property  and  is 
charged  at  a rate  fixed  so  as  to  impose  a 
smaller  burden  on  such  income. 

D.  Differentiation  by  means  of  loading  the 

Income  Tax  assessment  with  a fraction  of 
the  capital  value  of  the  taxpayer’s  property. 

3.  Method  A. — The  method  of  charging,  within 
the  Income  Tax  itself,  different  rates  of  tax  on 
incomes  of  different  kinds  is  found  in  the  Income 
Taxes  of  the  Commonwealth  of  Australia  and  of  all 
the  Australian  States  except  Tasmania.  None  of 


the  other  Income  Taxes  of  the  British  Empire  out- 
side the  United  Kingdom  have  a systematic  differen- 
tiation between  earned  and  unearned  income.  Under 
the  law  of  the  Commonwealth  of  Australia  the 
maximum  rate  of  8s.  lid.  applies  to  all  earned 
income  in  excess  of  £7,600  and  to  all  unearned 
income  in  excess  of  £6,500.  The  following  table  con- 
tains examples  of  the  effective  rates  for  income  below 
these  figures : — 


Amount 

Rate  for 

Rate  for 

of 

Earned  Income. 

Unearned  Income. 

Income. 

Pence  in  the  £. 

Pence  in  the  £. 

£500 

7-5 

8-8 

£1,000 

11-0 

17-1 

£2,000 

17-1 

30-8 

£3,000 

23-2 

42-1 

£4,000 

29-2 

51-6 

£5,000 

35-3 

59-3 

In  Victoria  the  rates  for  unearned  income  are 
double  those  for  earned;  in  New  South  Wales  the 
rate  at  each  step  of  the  scale  for  unearned  income 
represents  an  addition  to  the  corresponding  rate  for 
earned  income  of  one-third  of  the  earned  rate  minus 
Id.  in  £.  France,  Italy,  Bavaria,  Wurtemberg, 
Austria,  and  Hungary  may  be  mentioned  as  foreign 
examples  of  Method  A.  The  taxes  in  these  countries 
vary  considerably  in  form  and  character,  but  on  the 
whole  the  prevailing  type  is  that  of  separate  taxes 
on  the  yield  of  different  sources  of  income  combined 
with  a general  Income  Tax  on  total  income,  rather 
than  that  of  a single  Income  Tax  with  different  rates 
Of  most  of  these  systems  it  may  be  said  that  they  are 
systems  produced  by  fitting  into  an  existing  scheme 
of  old  taxes  on  different  kinds  of  income  an  Income 
Tax  of  more  modern  type  with  graduated  rates  based 
on  total  income. 

In  Bavaria  and  Wurtemberg,  during  the  war,  a 
property  tax  of  the  kind  dealt  with  in  the  next  para- 
graph has  been  introduced,  but  the  existing  taxes 
have  also  been  maintained. 
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4.  Method  B. — Differentiation  by  means  of  a 
supplementary  tax  on  the  capital  value  of  property 
combined  with  a general  Income  Tax  is  common  in 
the  German  States.  Thus  in  Prussia,  side  by  side 
with  the  Income  Tax,  there  is  a supplementary  tax 
(Erganzungssteuer)  on  capital  value  applying  to  all 
property  movable  and  immovable  (including  the 
capital  value  of  annuities)  with  limited  exceptions. 
This  tax  applies  to  individuals  only.  The  rate  of 
duty  taking  into  account  an  increase  under  a law  of 
1916,  is  about  -789  per  thousand.  Assuming  that 
the  property  returns  a yield  of  5 per  cent,  this  would 
be  equivalent  to  an  additional  Income  Tax  on  un- 
earned income  of  at  most  3-79  pence  per  £.  A Bill 
which  has  recently  been  presented  proposes  to  in- 
crease the  rates  of  both  Income  Tax  and  property 
tax  in  Prussia. 

Holland,  Denmark,  Norway,  Hesse  and  Baden  are 
further  examples  of  this  type.  The  system  also 
exists  in  Saxony  with  the  modification  that  the 


general  property  tax  does  not  apply  to  land,  which 
is  charged  with  a land  tax  on  a different  basis.  In 
1915  Wurtemberg  and  in  1918  Bavaria  adopted 
general  property  taxes,  while  maintaining  the  exist- 
ing combination  of  an  Income  Tax  on  total  income 
together  with  separate  taxes  on  the  yield  of  different 
sources  of  income. 

5.  Method  G. — The  method  of  differentiation  by 
means  of  a tax  on  the  capital  value  of  property  com- 
bined with  an  Income  Tax  applying  to  income  not 
derived  from  property  is  commonly  found  in  the 
Swiss  cantons.  An  elaborate  system  based  on  this 
principle  was  introduced  in  Holland  in  1892-1893  by 
the  eminent  economist  Dr.  Pierson,  who  was  then 
Minister  of  Finance,  but  in  1914  this  system  was 
given  up  in  favour  of  one  falling  under  Method  B. 

6.  Method  V. — In  Sweden,  where  a taxpayer 
possesses  property,  his  income  for  taxation  purposes 
is  increased  by  one-sixtieth  of  the  capital  value  of 
his  property. 
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NOTE  ON  ALLOWANCES  GRANTED  IN  RESPECT  OF  CHILDREN  IN  THE  INCOME  TAX  SYSTEMS 
OF  BRITISH  DOMINIONS  AND  FOREIGN  STATES. 


1.  This  note,  while  it  shows  the  general  position  as 
regards  allowances  for  children  in  the  Income  Tax 
systems  of  certain  British  Dominions  and  Foreign 
States,  is  not  exhaustive.  The  figures  given  are 
based  on  the  latest  information  available  to  the 
Board  of  Inland  Revenue. 

Conversions  from  foreign  moneys  into  English 
equivalents  have  been  made  at  nominal  rates. 

2.  The  following  table  shows  the  allowances  granted 
in  certain  British  Dominions  and  Foreign  States. 
The  amounts  shown  in  Column  2 of  the  table  are, 
unless  otherwise  stated,  allowed  as  a deduction  from 
the  income  in  respect  of  which  tax  is  charged. 


Name  of  British 
Dominion  or  Foreign 
State. 

1. 

Amount 
allowed  in 
respect  of 
each  child. 

Age  up  to  which 
allowance  is 
granted. 

3. 

Limit  of 
income 
from 
which 
allowance 
is  granted. 

4. 

£20 

16 

No  limit. 

£50 

18 

Do. 

£26 

16 

Do. 

£15 

15 

£26 

16 

No  limit. 

From  2s.  6<i. 

16 

£350. 

to  5s.  in  tax. 
£25 

16 

No  limit. 

£30 

17 

£600. 

£40 

16 

No  limit. 

b'rom£5  8s.  4d. 

21 

Do. 

to  £16 13s.  id. 
£5  11s.  0 d. 

16 

Do. 

£5  11s.  Od. 

15 

£333. 

£2  10s.  0 d. 

14 

£155. 

£40 

(no  allowance  for 
children  under  6 
years  of  age). 

18 

No  limit. 

£50 

18 

Do 

Wisconsin 

£40 

18 

Do. 

* The  allowance  for  children  applies  only  to  income  from  profes- 
sions, employments,  trades  and  businesses.  The  amount  allowed, 
including  an  allowance  of  £100  granted  to  married  persons,  must 
not  exceed  £200. 

3.  The  Income  Tax  laws  of  Austria,  Bavaria, 
Hungary,  Prussia,  Russia,  and  Wurtemberg  also  pro- 
vide for  allowances  in  respect  of  children.  The 
allowances  in  these  countries  vary  according  to  the 
incomes  of  the  parents,  but  the  amounts  allowed  are 
very  small  and  are  granted  only  to  taxpayers  with 
small  incomes. 


4.  The  French  Income  Tax  system  includes  an 
elaborate  scheme  of  substantial  allowances  for 
children. 

This  system  of  taxation  comprises — 

(а)  a group  of  taxes  on  various  classes  of  income, 

commonly  known  as  schedular  taxes;  and 

(б)  a general  Income  Tax  levied  on  total  income. 

The  schedular  taxes  are  charged  at  comparatively  low 
rates  (ordinarily  3|  to  5 per  cent.)  and  are  graduated 
only  within  narrow  limits.  The  general  Income  Tax 
is  a graduated  tax  charged  at  rates  ranging  from 
14  per  cent,  (for  taxable  incomes  not  exceeding  £200) 
to  20  per  cent,  (for  incomes  of  £22,000  and  upwards). 

In  most  of  the  schedular  taxes  a taxpayer  with 
children  is  entitled  to  relief  from  a proportion  of  the 
tax,  viz. : — 


one  child  ... 

5 per  cent. 

of  the  tax 

two  children  . . . 

10 

,,  ,, 

three  , , 

20 

,,  ,, 

four  ,, 

30 

, , ,, 

five  , , 

40 

,,  ,, 

six  or  more  children 

50 

,,  ,, 

In  the  general  Income  Tax  two  separate  allowances 
are  granted  in  respect  of  children,  viz. : — 

(a)  an  allowance  in  arriving  at  the  income  on 

which  the  tax  is  chargeable;  and 

( b ) the  remission  of  a proportion  of  the  tax 

chargeable  in  respect  of  income  as  so 
reduced. 

The  former  of  these  allowances  (a)  is  an  allowance 
from  income  of — 

£40  for  each  child  up  to  the  number  of  five,  and 

£60  for  each  child  beyond  five. 

Thus  a taxpayer  with  three  children  obtains  an 
allowance  from  income  of  £120  (£40  X 3),  while  one 
with  eight  children  obtains  an  allowance  of  £380 
(£40  x 5 plus  £60  x 3).  This  allowance  is  granted 
irrespective  of  the  amount  of  the  taxpayer’s  total 
income. 
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The  proportion  of  tax  remitted  under  (6)  is  as 
follows : — 

Where  the  net  income  paying  tax  is  less  than 
£400— 

For  each  of  the  first  two  children,  7£  per  cent,  of 
the  tax. 

For  each  further  child,  15  per  cent,  of  the  tax. 
Where  the  net  income  paying  tax  exceeds  £400 — 

For  each  of  the  first  two  children,  5 per  cent,  of 
the  tax, 

Fot  each  further  child,  10  per  cent,  of  the  tax, 


but  no  further  tax  is  remitted  in  respect  of  children 
beyond  six  in  number.  Subject  to  the  limitation  that 
not  more  than  £80  (in  tax)  can  be  allowed  under  thiB 
head  in  respect  of  each  child,  the  relief  is  given 
however  large  the  amount  of  the  taxpayer’s  income. 

5.  The  Income  Tax  systems  of  the  following  British 
Dominions  and  Foreign  States  do  not  provide  for  an 
allowance  in  respect  of  children — British  Columbia, 
India,  Straits  Settlements,  Victoria,  Baden,  Hesse, 
Italy*,  Japan. 

* A recently  introduced  Bill  proposes  a tax  on  the  total  income 
of  households  and  in  arriving  at  the  taxable  amount  a deduction 
is  to  be  made  for  each  member  of  the  household,  with  certain 
exceptions. 
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INCOME  TAX. 

TABLES  ILLUSTRATING  THE  RATES  OF  INCOME  TAX  IN  FORCE  AND  THE  RELIEF  GRANTED 
IN  RESPECT  OF  WIFE  AND  CHILDREN  IN  CERTAIN  DOMINIONS  AND  FOREIGN  COUNTRIES. 

NOTES  TO  THE  TABLES. 


1.  Tables  A and  B show  for  a number  of  selected 
incomes  ranging  from  £100  to  £100,000  the  amount 
of  tax  and  the  effective  rate  in  pence  per  £ payable 
in  various  countries.  Table  A represents  income 
which  is  wholly  earned  and  Table  B income  whicli 
is  wholly  unearned.  The  last  line  in  each  table  shows 
the  maximum  rate  in  pence  per  £ which  could  be 
reached  under  the  system  of  graduation  adopted  in 
each  of  the  countries  dealt  with. 

2.  Tables  A and  B do  not  take  into  account  relief 
in  respect  of  children,  or  the  higher  abatements  for 
married  persons  which  are  allowed  in  many  instances. 
The  effect  of  such  relief  and  abatements  in  the  case 
of  incomes  of  various  amounts  is  illustrated  in  Tables 
C and  D : Table  C deals  with  the  case  of  earned 
income  and  Table  D with  the  case  of  unearned  income. 
In  these  Tables  the  figures  in  ordinary  type  show  the 
amount  of  tax  and  the  effective  rate  per  £ payable  by 
a man  with  a wife  and  three  children,  while  the 
figures  in  italics  show  the  extent  to  which  he  is 
relieved  from  tax  as  compaied  with  a person  who  has 
no  wife  or  dependants.  While  Tables  C and  D relate 
only  to  incomes  ranging  from  £100  to  £1,500  it  should 
be  explained  that  in  many  of  the  cases  dealt  with, 
relief  is  granted  however  large  the  income. 

In  Japan  no  relief  of  this  character  is  allowed. 

3.  In  some  countries  non-residents  are  not  allowed 
certain  abatements  which  are  granted  to  residents. 
The  figures  shown  in  the  Tables  are  those  applicable 
to  residents  in  the  countries  dealt  with. 

4.  In  New  Zealand,  the  Union  of  South  Africa, 
the  Dominion  of  Canada,  the  United  States  of 
America,  and  Japan  there  is  no  system  of  differentia- 
tion between  earned  and  unearned  income,  so  that  for 
these  countries  the  same  figures  appear  in  Tables  A and 
B and  again  in  Tables  C and  D. 

5.  The  Australian  Commonwealth  Income  Tax  is 
shown  both  separately  and  also  in  combination  with 
the  New  South  Wales  State  Income  Tax.  In  arriving 
at  the  taxable  income  for  the  purpose  of  the 
Commonwealth  Income  Tax  the  State  Income  Tax  is 
allowed  as  a deduction.  Account  has  been  taken  of 
this  fact  in  calculating  the  figures  in  the  column 
relating  to  the  combined  taxes. 

6.  In  the  case  of  France  there  is  a general  Income 
Tax  on  total  income  from  all  sources  combined  with  a 
series  of  taxes  on  different  classes  of  income  which  are 


known  as  “ schedular  ” taxes.  The  latter  are  assessed 
at  different  rates  and  with  different  abatements  so  thal 
no  one  figure  can  be  given  as  representing  with  com- 
plete accuracy  the  tax  on  earned  income  or  the  tax 
on  unearned  income.  The  figures  shown  in  Table  A 
would  be  appropriate  to  income  from  a profession 
carried  on  or  a salary  earned  by  a resident  in  Paris, 
and  those  in  Table  B to  income  from  real  property. 

The  French  general  Income  Tax  is  assessed  on  the 
basis  of  the  income  for  the  year  preceding  the  year 
of  assessment.  In  arriving  at  this  amount  the 
“ schedular  ” tax  and  the  general  Income  Tax  paid 
for  that  year  are  allowed  as  a deduction.  Account  has 
been  taken  of  this  fact  in  calculating  the  figures. 

7.  In  the  case  of  Prussia  differentiation  as  between 
earned  and  unearned  income  is  produced  not  by  charg- 
ing different  rates  of  Income  Tax  on  the  two  classes  of 
income,  but  by  charging  an  annual  tax  on  the  capital 
value  of  property  side  by  side  with  the  Income  Tax. 
Tn  constructing  the  Table  for  unearned  income  it  has 
been  assumed  that  the  taxpayer’s  property  produces 
a return  of  5 per  cent,  and  on  this  basis  the  property 
tax  has  been  represented  as  an  additional  Income  Tax. 
This  system  of  differentiation  differs  substantially 
from  that  of  the  United  Kingdom  tax. 

The  figures  shown  are  those  resulting  from  a law  of 
the  8th  July,  1916.  Proposals  for  increases  in  the 
rates  for  1919  have  been  introduced. 

8.  Although  for  the  sake  of  completeness  Tables  A 
and  C (which  deal  with  earned  income)  have  been 
framed  to  include  incomes  of  large  amount,  it  will  he 
appreciated  that  earned  incomes  falling  within  the 
higher  ranges  dealt  with  are  only  rarely  found. 

9.  Generally  it  should  be  observed  that  the  Tables 
do  not  enable  comparisons  to  be  made  with  any 
accuracy  of  the  burden  of  State  direct  taxation  in 
the  countries  dealt  with. 

Within  the  Income  Taxes  themselves  variations  in 
the  principles  of  assessment  of  different  classes  of 
income  would  prevent  the  figures  shown  from  being 
of  exactly  equal  value.  The  different  methods 
adopted  for  taxing  companies  prevent  the  Tables  from 
being  generally  applicable  to  incomes  consisting  in 
whole  or  in  part  of  dividends  from  companies. 

10.  In  dealing  with  the  countries  where  British 
currency  is  not  used,  the  amounts  have  been  converted 
at  the  nominal  rates. 


TABLE  B. 

Table  showing  the  total  amount  of  tax  payable  on  a number  of  unearned  incomes  and  the  average  rate  in  pence  per  £ in  certain  countries. 

(The  case  assumed  is  that  of  a resident  taxpayer  without  wife  or  children.) 
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Table  illustrating  the  effect  of  relief  in  respect  of  wife  and  children  in  Various  countries,  In  cases  where  the  income  is  kAiiNkb. 

(Tlie  Table  shows  the  amount  of  tax  and  the  effective  rate  in  pence  per  £ actually  paid  by  a taxpayer  with  a wife  and  three  children,  and  in  italics  the  difference  between 
the  amount  of  tax  and  the  effective  rate  paid  and  the  amount  of  tax  and  effective  rate  which  would  have  been  payable  if  the  taxpayer  had  no  wife  or  other  dependants.-) 


Table  illustrating  the  effect  of  relief  in  respect  of  wife  and  children  in  various  countries,  in  cases  where  the  income  is  unearned. 

(The  Table  shows  the  amount  of  tax  and  the  effective  rate  in  pence  per  £ actually  paid  by  a taxpayer  with  a wife  and  three  children,  and  in  italics  the  difference  between 
the  amount  of  tax  and  the  effective  rate  paid  and  the  amount  of  tax  and  effective  rate  which  would  have  been  payable  if  the  taxpayer  had  no  wife  or  other  dependants). 
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Appendix  No.  14  (f). 


Boart)  op  Inland  Revenue, 
Somerset  House. 

NOTE  ON  THE  ASSESSMENT  OE  INCOME  TAX  ON  FARMERS'  PROFITS  IN  THE  DOMINIONS 
AND  IN  FOREIGN  COUNTRIES. 


Dominions. 

1.  The  profits  of  farmers  are  in  general  liable  to 
Income  Tax  wherever  such  a tax  is  levied  in  the 
Dominions,  on  the  basis  of  the  actual  profits  made. 
No  distinction  is  made  in  these  cases  between  pro- 
fits of  ownership  and  profits  of  occupation  if  the 
land  is  occupied  by  the  owner.  If  a rent  is  paid  it 
would  be  a deduction  in  arriving  at  the  occupier’s 
profits  and  would  be  assessable  on  the  recipient. 
The  principle  of  an  arbitrary  standard  was  tried  for 
one  year  in  the  Cape  Income  Tax  Act  of  1908,  when 
the  presumed  income  from  the  ownership  of  land 
was  rated  at  6 per  cent,  and  from  the  occupation  of 
land  4J  per  cent,  of  the  Divisional  Council  Valua- 
tion; but  this  principle  was  abandoned  in  1909,  one 
year’s  experience  having  established  its  unsuitability, 
and  the  basis  of  actual  profits  was  reverted  to.  Ihis 
Act  lapsed  on  the  creation  of  the  Union  of  South 
Africa. 

2.  In  certain  States  where  a land  tax  is  levied 
special  relief  is  given  to  farmers’  profits  in  view  of 
such  tax 

3.  As  regards  stock -on-hand  the  Acts  in  general 
provide  that  the  value  of  live-stock,  produce,  &c.,  not 
disposed  of  at  the  beginning  and  end  of  the  year 
under  review  must  be  taken  into  account.  In  some 
cases  the  farmer  is  required  to  adopt  a standard 
value  per  head  of  stock.  In  Australia  the  standard 
is  prescribed  by  the  Commissioner  of  Taxation  and 
varies  according  to  locality. 

4.  The  exceptions  to  the  general  rule  as  to  taking 
stock  into  account  are  provided  by  Queensland  and 
the  Union  of  South  Africa.  In  Queensland  the 
owner  of  live-stock  can  elect  to  “contract  out” 
of  the  general  rule  and  to  be  assessed  on  a cash 
basis,  ignoring  live-stock  and  produce  on  hand.  The 
notice  of  such  election,  once  given,  is  irrevocable. 

■ The  inequitable  results  of  the  cash  basis  are  indicated 
by  the  report  of  the  Commissioner  of  Taxes  for  1916, 
which  referred  to  the  inordinate  “ profits  ” of  1915 
arising  on  the  heavy  realizations  in  that  year  made 
in  anticipation  of  drought,  and  by  his  report  for 
1917,  which  deprecated  the  facility  given  for  choosing 
the  cash  basis,  considering  it  suitable  only  for  persons 
owning  a limited  number  of  animals. 

5.  In  the  Union  of  South  Africa  the  choice  is 
reversed,  and  every  farmer  is  assessed  on  the  cash 
basis  unless  special  application  is  made  to  the 
contrary.  As  in  Queensland,  the  choice  once  made  is 
irrevocable.  Here,  too,  the  anomalies  resulting  from 
the  cash  basis  in  the  case  of  realizations  of  stock 
were  evident,  and  in  1918  it  became  necessary  to 
provide  that  in  the  case  of  total  realization  of  live- 
stock the  profit  arising  thereform  should  be  deemed 
to  be  the  difference  between  the  sum  realized  and 
the  capital  value  of  the  stock  as  registered  with  the 
Commissioner,  viz.,  the  value  at  30th  June,  1913, 
plus  any  capital  (but  not  re-invested  profits)  intro- 
duced since  that  date  for  the  purchase  of  stock.  On 
partial  realization  the  farmer  can  choose  a similar 
method  of  arriving  at  profits.  A South  African 
Committee  of  Inquiry,  appointed  to  inquire  into 
the  taxation  of  farmers’  profits,  recommended  in 
December,  1918,  that  the  section  imposing  the  cash 
basis  in  assessing  farmers’  profits,  with  an  option  to 
adopt  the  inventory  basis,  should  be  abolished,  and 


that  all  persons  carrying  on  farming  operations 
should  be  required  to  frame  their  returns  on  the  same 
basis  as  other  taxpayers.  The  Committee  also 
recommended  that  farmers  who  do  not  keep  accounts 
should  be  officially  ^provided  with  a simple  account 
book  yearly  to  enable  them  to  keep  accounts,  the 
recording  of  all  transactions  in  such  book  to  be  made 
compulsory  on  farmers  who  do  not  otherwise  keep 
adequate  records  of  their  business  dealings.  The 
Committee  added:  “ It  is  compulsory  by  law  for  the 
smallest  trader  to  keep  a proper  set  of  books.  It  is 
clear,  therefore,  that  it  cannot  be  regarded  as  an 
unreasonable  expectation  that  a community  so  im- 
portant as  that  of  farming  should  in  its  own  interest 
take  advantage  of  one  of  the  most  elementary  of 
business  principles.”  Income  Tax  was  first  imposed 
on  1st  July,  1914. 

6.  The  same  Committee  also  recommended  a regu- 
lation as  to  the  method  of  valuing  stock. 

A lump-sum  valuation  at  the  farmer’s  own  figure 
was  to  be  disallowed,  a schedule  system  being  sub- 
stituted. Purchased  stock  was  to  be  entered  at  cost 
price.  Live-stock  bred  was  to  be  included  at  a 
standard  value  determined  by  the  Commissioner  or 
by  regulation,  which  should  take  into  consideration 
quality  and  maturity  of  stock.  Taxpayers  were  to 
have  the  option  of  valuing  above  the  standard. 

Foreign  countries. 

7.  In  France  there  is  a close  analogy  to  Schedule 
B.  Under  a law  of  the  31st  July,  1917,  imposing  a 
“ tax  on  different  categories  of  income,”  the  profits 
of  husbandry  are  charged  at  the  rate  of  3f  per  cent, 
on  one-half  of  the  rental  value  of  the  lands  culti- 
vated.* If,  however,  the  real  profits  in  the  year 
preceding  the  year  of  assessment  did  not  reach  this 
figure,  the  farmer  can,  on  furnishing  the  necessary 
evidence,  obtain  a proportioual  reduction.  For  the 
purpose  of  the  general  Income  Tax  on  total  income, 
the  figure  arrived  at,  on  the  basis  of  rental  value, 
can  be  taken  as  representing  the  income  from  farm- 
ing- 

8.  In  Italy  the  present  position  is  admittedly 
anomalous,  and  under  a new  Income  Tax  Bill,  intro- 
duced in  the  Italian  Parliament  this  year,  the 
ownership  of  land  becomes  what  we  should  call  a 
“schedule”  of  the  Income  Tax;  and  husbandry 
will  be  charged  under  another  “ schedule  ” (that 
applicable  to  income  derived  from  labour  and  capital 
combined).  No  difference  will  be  made  in  future 
between  the  case  where  the  cultivator  is  also  the 
owner  and  the  case  where  he  is  a tenant. 

9.  In  Holland,  at  the  end  of  1914,  a general 
Income  Tax  was  introduced,  and  agriculture  is 
chargeable  thereto  on  its  profits.  The  general  pro- 
perty tax  already  existing  was  reduced  to  the  level 
of  a subsidiary  tax  intended  to  impose  an  additional 
burden  on  unearned  income. 

19.  In  other  States  with  a general  Income  Tax 
tho  practice  seems  to  be  to  assess  the  tax  in  principle 
on  the  basis  of  actual  profit. 


* Where  the  rental  value  does  not  exceed  £4s0.  tax  is  charged 
only  on  the  portion  of  the  assessed  income  which  exceeds  £ij0 
and  there  is  also  provision  for  abatement  and  substantial  relief 
in  respect  of  children. 
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Appendix  No.  15. 


INCOME  TAX. 


Board  of  Inland  Rbvenob, 

Somerset  Housb. 


Table  prepared  at  the  request  of  the  Royal  Commission,  giving  for  certain  years  estimates  of 
the  amount  of  income  charged  to  Income  Tax  at  the  reduced  rates  applicable  to  earned  income, 
the  allowances  made  from  the  taxable  income,  the  net  income  taxed,  the  tax  paid  thereon,  and  the 
cost  of  differentiation  in  favour  of  earned  income. 


Year. 

(1) 

Range  of 
Total  Income. 

(2) 

Earned  Income  (including  pay  of 
sailors,  soldiers,  etc.). 

Rate  of 
Tax. 

(Bee 

Note)*. 

(6) 

Actual  net 
produce  of 
tax  on 
Earned 
Income. 

(7) 

Corres- 
ponding 
rate  of 
tax  on 
Un- 
earned 
Income. 

(8) 

Tax  that 
would 
have  been 
payable  if 
there  had 
been  no 
differen- 
tiation. 

(9) 

Cost  of 
differen- 
tiation. 
(Col.  9 less 
Col.  7). 

(10) 

Taxable 

Income. 

(3) 

Abatements 

and 

Allowances. 

(4) 

Net  income 
taxed. 

(5) 

1907-8 

1910-11 

1913-14 

1916-17 

Exceed- 

ing 

£ 

160 

Not  ex- 
ceeding 

£ 

2,000 

£ 

187,653,000 

£ 

92,800,000 

£ 

94,853.000 

t.  d. 
0 9 

£ 

3,557,000 

*.  d. 
1 0 

£ 

4,742,000 

£ 

1,185,000 

160 

2,000 

2,000 

3,000 

212,210,800 

10,851,300 

108,058,200 

366,100 

104,152,600 

10,485,200 

0 9 

1 0 

3,906,000 

524,000 

1 2 
1 2 

6,075,000 

611,000 

2,256,000 

223,062,100 

108,424,300 

114,637,800 

4,430,000 

6,686,000 

160 

2,000 

2,000 

3,000 

245,752,100 

15,811,700 

124,185,500 

525,600 

121,566,600 

15,286,100 

0 9 

1 0 

4,559,000 

764,000 

1 2 
1 2 

7,092,000 

891,000 

2,660,000 

261,563,800 

124,711,100 

136,852,700 

5,323,000 

7,983,000 

130 

500 

1,000 

1,500 

2,000 

500 

1,000 

1.500 
2,000 

2.500 

443,106,700 

70.526.400 
29,223,600 

16.778.400 
10,751,200 

346,469,600 

11,839,900 

1,073,700 

633,800 

392,300 

96,637,100 

58,686,500 

28.149.900 
16,144,600 

10.358.900 

2 3 
2 6 

3 0 

3 8 

4 4 

10,229,000 

7.034.000 

4.121.000 

2.860.000 
2,153,000 

3 0 

3 6 

4 0 

4 6 

5 0 

14.219.000 

10.104.000 

5.549.000 

3.545.000 

2.498.000 

9,518,000 

570,386,300 

360,409,300 

209,977,000 

26,397,000 

35,915,000 

1918-19 

130 

500 

809,000,000 

653,690,000 

155,310,000 

2 3 

16,927,000 

3 0 

500 

102,600,000 

21,010,000 

81,590,000 

3 0 

11,671,000 

3 9 

40,000,000 

1,300,000 

38,700,000 

3 9 

7,112,000 

1,500 

2,000 

25,000,000 

830,000 

24,170,000 

4 6 

5,366,000 

19,000,000 

600,000 

18,400,000 

5 3 

4,882,000 

6 0 

5,450,000 

995,600,000 

677,430,000 

318,170,000 

45.958,000 

58,535,000 

12,577,000 

For  the  years  1916  17  and  1918-19  there  were  also  special  allowances  and  reduced  rates  applicable  to  the  service 


The  information  contained  in  this  table  is  given  under  considerable 
been  based  to  a considerable  extent  on  estimated  figures. 


reserve,  as  it 


has  necessarily 
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Appendix  No.  16. 


Board  op  Inland  Revenue, 

Somerset  House. 


INCOMES  EXCEEDING  £130  AND  NOT  EXCEEDING  £250. 


Table  prepared  by  the  Board  of  Inland  Revenue  at  the  request  of  the  Royal  Commission  on  the  Income  Tax 
giving  for  the  year  1918—19  an  estimate  of — 

I.  the  total  number  of  individuals  with  incomes  between  the  above-named  limits,  their  aggregate  taxable 
income,  and  the  proportion  of  those  individuals  and  of  that  income  wholly  relieved  from  Income  Tax  by 
abatements  and  personal  allowances,  and 

II.  the  total  number  of  such  individuals  who  are  chargeable  with  tax,  their  aggregate  taxable  income  and  the 
proportion  of  that  income  relieved  by  such  allowances,  together  with 

III.  a summary  of  Parts  I and  II  showing  also  the  proportion  of  the  aggregate  income  on  which  tax  is  received. 

Part  I. 


Incomes 

Total  number 
of 

Individuals. 

(1) 

Aggregate  of 
their  Taxable 
Income. 

(2) 

No.  of  Individuals  wholly 
relieved  from  Tax. 

Aggregate  Taxable  Income 
of  Individuals  wholly 
relieved  from  Tax. 

Exceeding 

Not 

Exceeding 

No. 

CD 

Per  cent,  of 
Col.  1 
(I) 

Amount. 

CD 

Per  cent,  of 
Col.  2. 
(6) 

£ 

£ 

£ 

£ 

130 

160 

2,490,000 

339.500,000 

1,590.000 

63-9 

215,000,000 

63-3 

160 

200 

1,110,000 

191,000,000 

290,000 

26-1 

49,800,000 

26-1 

200 

250 

493,000 

106,800,000 

50,000 

10-1 

10.870,000 

10-2 

Total,  | 

130  - 250  1 

4,093,000 

637,300,000 

1,930,000 

47-2 

275,670,000 

43-3 

Part  II. 


Incomes 

Number  of  Individuals 
chargeable  with  Tax. 

(1) 

Aggregate  of  their 
Taxable  Income. 

m 

Abatements  and  Personal  Allowances. 

Exceeding 

Not  Exceeding 

Amount. 

m 

Per  cent,  of 
Col.  2. 

O) 

£ 

£ 

£ 

£ 

130 

160 

900,000 

124,500,000 

109,780,000 

88-2 

160 

200 

820,000 

141,200,000 

114,780.000 

81-3 

200 

250 

443.000 

95,930,000 

69,010,000 

71-9 

Total,  ) 

130  - 250  ( 

2.163,000 

361,630,000 

293,570,000 

• 

81-2 

Part  HI. 


Incomes 

Total 
number 
of  Indi- 
viduals. 

Aggregate 
of  their 
Taxable 
Income. 

Individuals  and  Incomes 
wholly  relieved  by  Abate- 
ments and  Personal 
Allowances. 

Individuals  and  Incomes 
partially  relieved  by  Abate- 
ments and  Personal 
Allowances. 

Balance  of  In- 
comes on  which 
Income  Tax  is 
received. 

Aggregate  of  their 

Aggregate  of  their 
Taxable  Incomes 
relieved. 

Exceed- 

ing 

Number 
of  Indi- 
viduals. 

CD 

Taxable  Incomes. 

Number 
of  Indi- 
viduals. 

(6) 

Amount. 

CD 

Per 

Not 

Exceed- 

ing 

(1) 

(2) 

Amount. 

(■P) 

Per 

cent. 

of 

Col.  2. 
(5) 

Amount. 

(7) 

Per 

cent. 

of 

Col.  2. 
C8) 

of 

Col.  2. 
noi 

£ 

130 

£ 

160 

2,490,000 

£ 

339,500,000 

1,590,000 

£ 

215,000,000 

63-3 

900.000 

£ 

109,780,000 

32-3 

£ 

14,720,000 

4-4 

160 

200 

1,110,000 

191,000,000 

290,000 

49.800.000 

10.870.000 

26-1 

820,000 

114,780,000 

60-1 

26,420,000 

13-8 

200 

250 

493,000 

106,800,000 

50,000 

10-2 

443.000 

69,010,000 

64-6 

26,920.000 

25-2 

Total,  \ 
130  - 250  / 

4,093,000 

637,300,000 

1,930,000 

275,670,000 

43-3 

2,163,000 

293.570,000 

46-1 

68,060,000 

10-7 
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Appendix  No.  17. 


Board  of  Inland  Revenue, 

Somerset  House. 

MEMORANDUM  PREPARED  BY  THE  BOARD  OF  INLAND  REVENUE  AT  THE  REQUEST  OF 
THE  ROYAL  COMMISSION  ON  THE  INCOME  TAX  WITH  REGARD  TO  THE  EVIDENCE 
PRESENTED  BY  SIR  GILBERT  KENELM  TREFFRY  PURCELL,  CHIEF  JUSTICE  OF  THE 
SUPREME  COURT  OF  SIERRE  LEONE. 


1.  Sir  G.  K.  T.  Purcell  raises  a question  as  to  the 
liability  to  Income  Tax  of  Government  officials  in  West 
Africa. 

2.  Government  officials  whose  emoluments  are  not 
paid  out  of  the  Public  Revenue  of  the  United  King- 
dom*— e.g.,  Indian  and  Colonial  officials — are  in  the 
same  position  as  other  persons  who  are  employed 
abroad.  All  such  persons  who  maintain  a residence  in 
the  United  Kingdom  are  liable  to  be  taxed  as  residents 
for  any  year  in  which  they  come  to  the  United  King- 
dom. 

3.  Persons  coming  within  the  description  in  para- 
graph 2,  who  do  not  maintain  a residence  in  the 
United  Kingdom,  are  not  held  to  be  liable  to  tax  unless 
they  are  in  the  United  Kingdom  at  one  time  or  several 
times  for  a period  equal  in  the  whole  to  six  months  in 
the  Income  Tax  year.f 

4.  The  assessment  to  United  Kingdom  Income  Tax  in 
cases  falling  within  paragraphs  2 and  3,  is  made  under 
Case  5 of  Schedule  D of  the  Income  Tax  Act,  1918,  on 
the  basis  of  the  Colonial  or  Indian  leave  pay,  &c., 
drawn  in  the  United  Kingdom,  and  on  remittances 
made  to  the  United  Kingdom. 

5.  The  foregoing  rule  has  always  been  followed  in 
the  case  of  Indian  officials,  and  has  been  accepted  with- 
out question  by  the  officials  concerned. 

6.  Officials  of  Crown  Colonies,  when  in  the  United 
Kingdom,  are  paid  by  the  Crown  Agents  for  the 
Colonies ; and  in  the  year  1913-14  it  was  found  that  the 
question  whether  or  no  an  official  was  maintaining  a 
residence  in  the  United  Kingdom  was  not  being  con- 
sidered, and  that  these  officials  were  being  treated  as 
liable  to  United  Kingdom  Income  Tax  only  when  their 
stay  in  the  United  Kingdom  in  any  Income  Tax  year 
amounted  in  *the  aggregate  to  six  months. 

7.  Arrangements  were  accordingly  at  once  made 
under  which  for  the  year  1914-15  and  following  years 
the  practice  in  relation  to  Colonial  officials  was 
brought  into  accordance  with  the  law  and  with  the 
procedure  followed  in  the  case  of  Indian  officials. 

8.  It  will  be  evident  from  the  foregoing  paragraphs 
that  it  is  not  correct  to  say  that  for  over  70  years  the 
Inland  Revenue  authorities  had  never  put  forward  any 
claim  that  Income  Tax  was  payable  by  Colonial  officials 
who  were  paid  out  of  Colonial  funds.  During  the 
whole  life  of  the  tax  the  legal  position  has  been  as  is 
indicated  above,  and,  so  far  as  the  records  show, 
Indian  officials  have  always  been  dealt  with  on  this 
iegal  basis.  The  reason  for  the  change  made  in  1914-15 
in  connection  with  the  assessment  of  the  liability  of 
the  West  African  officials  has  already  been  indicated. 

9.  It  will  be  seen  that  the  West  African  official  is 
treated  for  the  purposes  of  United  Kingdom  Income' 
Tax  in  precisely  the  same  manner  as  any  other  person 
working  abroad. 


10.  Although  the  decision  in  the  case  of  Cooper  v. 
Cadwalader  (12  Sc.  L.T.R.  449  ; 5 Tax  Cases  101), 
which  was  given  in  1904,  confirms  the  correctness  ol* 
the  legal  position  set  out  above,  it  had  nothing  to  do 
with  the  change  in  practice.  This  took  place  in 
1914-15  for  the  reasons  explained  in  paragraphs  6 and 
7,  i.e.,  ten  years  after  the  decision  in  the  Scottish 
Court. 

11.  The  instruction  to  which  reference  is  made  in 
the  evidence  of  Sir  G.  K.  T.  Purcell  relates  solely  to 
the  case  where  the  husband  is  abroad  and  does  not 
come  to  the  United  Kingdom  during  the  year.  In 
order  to  remove  any  possible  doubt  in  the  matter  a 
further  instruction  was  given  in  1914  to  the  effect  that 
when  in  any  Income  Tax  year  the  husband  is  resident 
in  the  United  Kingdom,  he  is  himself  assessable  in  the 
ordinary  manner,  and  his  liability  is  not  limited  as  in 
the  case  (of  the  husband  abroad  during  the  year) 
referred  to  in  the  previous  ruling. 

12.  It  is  no  doubt  true  that  in  the  case  of  the  West 
African  official  the  application  of  the  ordinary  law 
may  bear  rather  hardly,  because  the  maintenance  of  a 
residence  in  this  country  and  frequent  visits  here  are 
more  essential  for  men  working  in  West  Africa  than 
for  those  whose  field  of  labour  is  in  some  more  healthy 
part  of  the  world.  It  is  further  understood  that  for 
the  most  part  these  officials  are  not  allowed  to  take 
their  wives  and  families  to  West  Africa,  so  that  if 
married  they  are  almost  bound  to  maintain  residences 
in  the  United  Kingdom.  It  would,  however,  not 
appear  suitable  to  give  effect  to  these  considerations 
by  way  of  remission  of  taxation  granted  in  favour  of 
a particular  body  of  taxpayers.  Rather  it  would  seem 
to  be  a matter  taken,  or  to  be  taken,  into  account  in 
fixing  the  conditions  of  service. 

13.  It  is  not  the  case  that  Colonial  and  Indian 
officials  coming  to  the  United  Kingdom  are  necessarily 
assessed  on  their  full  incomes.  As  stated  above,  they 
are  assessed  on  leave  pay,  &c..  drawn  in  the  United 
Kingdom  and  remittances  made  to  the  United  King- 
dom. They  are  not  assessed  for  income  arising  and 
paid  abroad  and  not  brought  to  this  country. 

14.  The  main  burden  of  the  complaint  is  really 
directed  against  the  conditions  obtaining  in  the  West 
African  service,  and  it  would  clearly  be  out  of  place 
for  the  Board  of  Inland  Revenue  to  express  any 
opinion  on  this  subject.  The  further  complaint  that 
the  tax  bears  hardly  on  the  married  man  as  compared 
with  the  bachelor  is  a general  one  not  confined  to  the 
particular  case  under  review. 


* Government  officials  who  are  paid  out  of  the  Public  Revenue 
of  the  United  Kingdom  are  liable  to  United  Kingdom  Income 
Tax  under  Schedule  E on  their  emoluments  of  office  wherever 
they  are  serving  or  residing. 

f Vide  Rule  2 of  the  Miscellaneous  Rules  applicable  to 
Schedule  D,  First  Schedule,  Income  Tax  Act,  1918. 


APPENDIX  18. 


119 


Appendix  No.  18. 


Paper  handed  in  by  Mr.  G.  P.  Norton  on  18th  July  (see  Q.  8057). 


EXTRACT  FROM  A REPORT  OF  THE  PROCEEDINGS  OF  A DEPUTATION  FROM  THE 
ASSOCIATION  OF  BRITISH  CHAMBERS  OF  COMMERCE  TO  THE  BOARD  OF  INLAND 
REVENUE  ON  25th  NOVEMBER,  1913. 


I will  first  ask  Mr.  Norton,  of  Huddersfield,  to 
deal  with  the  first  points  as  regards  depreciation,  &c., 
under  Paragraph  2. 

“ Mr.  Gr.  LJ.  Norton  (Huddersfield,  &c.) : Sir  Alger- 
non Firth  has  made  reference  to  one  or  two  matters 
which  I had  intended  to  mention  myself.  I should  like 
to  say  as  a professional  man  on  this  Committee  (and  I 
speak  on  behalf  of  all  the  others)  that  we  have  not 
approached  this  matter  at  all  with  any  view  to  criti- 
cising the  administration  of  the  Act,  and  I should 
like  to  take  this  opportunity  of  saying  that  from  my 
own  knowledge  all  over  the  country  the  officials  who 
are  administering  the  Act  are  doing  their  work  in  a 
zealous  and  very  efficient  manner.  I think  the  com- 
plaints which  have  arisen  are  chiefly  perhaps  instances 
of  excess  of  zeal  occasionally  on  the  part  of  some  of 
the  Surveyors.  We  have  had  brought  before  us  a 
very  large  number  of  suggestions,  and  complaints,  and 
our  time  has  been  largely  occupied  in  eliminating 
matters  which  we  saw,  when  we  went  into  them  care- 
fully, could  not  be  brought  forward.  The  attitude  of 
those  who  have  made  complaints  and  suggestions  has 
been  that  of  an  individual  considering  his  own  case, 
and  not  looking  at  the  matter  from  the  point  of  view 
of  the  whole  body  of  taxpayers,  who  of  course  you, 
Sir,  representing  the  Government,  have  to  look  after. 
That  led  to  our  throwing  out  a very  large  number  of 
suggestions ; and  we  have  actually  boiled  down  all 
the  matters  that  were  put  before  us  into  these  few 
recommendations  contained  in  the  Memorandum 
which  is  now  before  you. 

“ I have  been  asked,  Sir,  to  deal  with  the  questions 
under  paragraph  2. 

‘ (a)  Allowance  for  depreciation  on  buildings 
and  other  structures. 

* (b)  Allowance  for  depreciation  on  wasting 
assets,  shaft  sinking  and  developments,  furniture, 
fixtures  and  fittings. 

‘ (c)  Allowance  for  expenses  of  removal  and  re- 
arrangement of  plant  and  machinery. 

* ( d ) Extra  allowance  for  depreciation  of  ma- 
chinery run  both  day  and  night. 

‘ (e)  That  a definite  effort  should  be  made  by 
the  Revenue  Authorities  to  regularise  the  rates 
of  depreciation  allowed  in  different  trades.’ 

“ I shall  deal  particularly  with  the  question  of 
‘ Allowance  for  depreciation  on  buildings  and  other 
structures,’  and  ‘ Allowance  for  depreciation  on 
wasting  assets,  shaft  sinking  and  developments,  furni- 
ture, fixtures  and  fittings.’ 

“ This  question  of  the  allowance  for  depreciation  on 
buildings  and  other  structures  is  a very  long  standing 
grievance ; it  is  a very  real  grievance ; it  is  a griev- 
ance which  is  very  clearly  understood  by  the  best  and 
ablest  traders  in  the  country.  I have  not  the  slight- 
est hesitation  in  saying  that  this  grievance  has  been 
the  cause  of  more  dissatisfaction  with  the  administra- 
tion of  the  Income  Tax  Acts  than  any  other.  It  is  so 
palpably  unjust  and  inequitable  to  the  taxpayer  who 
has  to  use  buildings  and  structures,  as  is  also  the 
question  of  shaft  sinking  and  developments.  I con- 
stantly come  across  this  question  in  preparing  ac- 
counts for  the  trader.  He  says : Why  should  you 
allow  depreciation  on  plant  and  machinery  and  not 


allow  it  upon  the  factory  buildings?  I conceive  there 
is  no  reason.  It  is  impossible  to  the  man  in  the  street 
to  deline  the  line  where  plant  ends  and  buildings 
begin.  Take,  for  instance,  a chemical  works.  Very 
frequently  the  plant  is  part  of  the  structure  of  the 
buildings  in  which  it  is  contained,  and  the  whole 
thing  is  one;  they  are  inseparable;  they  could  not  be 
used  apart.  Then  take  the  ordinary  mill.  I mention 
this  particularly  because  in  reading  one  of  the  recent 
decisions  the  learned  judge  obviously  did  not  under- 
stand what  a mill  is,  as  we  who  live  amongst  the  mills 
understand  it.  The  mill  in  the  judge’s  mind  was  the 
shell  of  the  building,  its  floors  and  roof,  and  nothing 
more.  A mill,  as  we  understand  it,  is  the  shell  of  the 
building,  the  motive  plant  which  is  contained  therein, 
the  shafting  and  gearing  which  transmits  the  power 
from  the  motive  plant,  the  heating  arrangements,  and 
the  lighting,  arrangements.  They  are  all  inseparably 
one.  The  shell  of  the  building  without  the  plant  is 
useless.  The  plant  without  the  shell  of  the  building 
is  useless.  Therefore  it  seems  to  be  unreasonable 
altogether  that  we  should  allow  depreciation  on  one 
part  of  the  plant,  as  they  call  it,  and  not  allow  it  on 
another  part.  There  is  no  dividing  line.  Take  an- 
other instance,  a modern  engineer’s  shop.  That  is 
almost  always  built  on  the  same  principle.  We  have 
bays  with  lines  of  iron  pillars  or  staunchions,  which 
staunchions  are  the  chief  cost  in  the  structure;  they 
have  to  be  embedded  in  stone  or  concrete.  They 
serve  a treble  purpose.  First  of  all  the  staunchions 
support  the  light  iron  framework  for  the  roof ; then 
they  support  a gantry  or  long  girder  which  runs  right 
along  on  it  as  a rule ; and  then  across  the  bay  there 
stretches  the  overhead  crane.  The  sitaunchions  you  see 
form  part  of  the  overhead  crane.  Also  on  the  staun- 
chions, or  pillars,  there  is  the  driving  gear,  the  shafts 
ing  and  the  attachments  to  drive  the  machinery.  You 
see  there  the  chief  cost  of  the  building  in  the  staun- 
chions is  not  only  for  the  roof  to  cover,  but  also  to 
support  the  machinery,  both  the  overhead  crane  and 
the  shafting  for  the  other  machinery,  and  it  is  impos- 
sible to  separate  the  building  and  plant  and  say: 
‘This  is  building,’  and  ‘That  is  machinery,’  besid  ■> 
which  they  would  serve  no  useful  purpose  apart  from 
one  another.  They  are  essentially  one.  An  engineer’s 
shop  is  plant.  I should  say  that  if  you  were  to  go 
into  an  engineer’s  shop  built  thirty  years  ago,  it 
would  be  largely  useless  for  present  methods ; it  is  not 
strpng  enough.  The  introduction  of  electricity  for  the 
driving  of  the  overhead  crane  means  that  there  is 
greater  speed  and  greater  stress ; all  the  machinery 
has  been  quickened  up  in  power,  which  means  that 
the  strain  is  much  greater,  and,  therefore,  the  building 
becomes  obsolete  in,  say,  25  or  30  years. 

“ I have  never  been  able  quite  to  understand  on  what 
basis  depreciation  is  allowed  on  ships.  I find  nothing 
in  the  Acts  of  Parliament  which  justifies  it,  unless 
ships  are  regarded  as  plant.  If  a ship  is  regarded  as 
plant  I say  there  is  absolutely  no  distinction  in  prin- 
ciple between  a ship  and  a mill.  A steamship  is  a 
structure  containing  engines,  boilers,  and  gearing, 
and  if  you  separate  the  hull  from  the  machinery  it  is 
useless.  The  same  applies  exactly  to  a mill,  only  one 
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is  stationary,  and  the  other  moves  from  place  to  place. 
I am  not  able,  therefore,  to  see  any  reason  to  distin- 
guish between  a mill  and  a ship  so  far  as  depreciation 
is  concerned. 

“ Un  the  question  of  obsolescence,  a very  proper 
regulation  was  issued  some  short  time  since,  provid- 
ing for  obsolescence  of  machinery.  I may  say  that  if 
the  regulation  were  followed  I could  quite  clearly  show 
to  you  that  it  was  unfair  to  the  Government.  As  a 
matter  of  fact  it  is  not  followed,  and  your  Surveyors 
have  been  a little  more  careful  and  they  do  treat  it 
properly.  Hut  obsolescence  is  actually  allowed  on 
plant  and  machinery.  If  it  is  required  on  plant  and 
machinery  it  is  required  quite  as  much  upon  a mill. 
The  life  of  a mill  is  to  a large  extent  contemporaneous 
with  the  life  of  the  machinery.  I do  not  mean  to  say 
that  in  all  eases  the  machinery  lasts  as  long  as  the 
mill ; that  is  not  so ; different  cases  must  be  differently 
treated ; but  I would  like  to  give  you  an  illustration  of 
what  occurs.  Take  a cotton  mill — this  is  a case  in  my 
own  experience — a very  fine  structure.  I daresay 
if  some  of  the  gentlemen  in  this  room  could  see  it  they 
would  say  what  a magnificent  building  it  was.  The 
story  of  that  mill  is  this.  It  was  built,  I do  not  know 
how  many  years  ago,  probably  20  or  30  years  ago,  and 
the  cost  of  it  was  something  like  £60,000.  My  firm 
actually  sold  this  mill  a few  years  ago  for  £3,500. 
Why?  The  mill  is  a long  narrow  mill,  and  it  was 
built  for  machinery  at  a time  when  machines  were 
very  short.  The  long  narrow  mill  was  lighted  from 
either  side,  and  the  machines  were  of  just  sufficient 
length  to  fill  the  mill  across,  and  the  windows  gave 
light  between  the  alleys  of  the  machines  placed  trans- 
versely across  the  mill  Then  there  came  a change, 
and  the  machinery  was  altered,  and  much  longer 
machines  were  put  in,  with  the  consequence  that  they 
could  work  very  much  more  economically,  but  all  the 
short  machines  had  to  be  thrown  out.  That  involved 
the  throwing  out  of  all  the  machinery  in  this  mill 
and  the  introduction  of  long  machinery  into  a mill 
which  was  not  built  for  long  machinery;  and  instead 
of  placing  the  machinery  crosswise  the  machines  had 
to  be  placed  lengthwise,  and,  therefore,  half  the  mill 
was  not  occupied,  and  the  half  that  was  occupied  was 
badly  lighted.  That  meant  that  by  obsolescence  the 
value  of  this  mill  was  reduced  from  £60,000  to  £3,500. 
That  is  only  one  instance  amongst  a great  number  that 
I could  give  you. 

“ Before  leaving  this  portion  of  the  subject,  I want 
to  exhaust  the  arguments  which  have  been  brought 
forward  against  the  allowance  of  depreciation.  One 
in  particular  is  that  one-sixth  of  the  rack  rent  is 
Allowed  to  cover  maintenance  and  repairs.  That  is 
absolutely  useless  to  the  manufacturer.  The  position 
is  this  : It  is  allowed  under  Schedule  A,  and  when  the 
manufacturer  comes  to  make  up  his  accounts  under 
Schedule  D the  only  allowance  he  gets  is  the  amount 
which  he  pays  on  under  Schedule  A,  so,  therefore,  iie 
gets  no  advantage  whatever.  In  the  1905  Inquiry  it 
was  clearly  shown  how  foolish  this  was,  and  it  'was 
recommended  by  the  Departmental  Committee  that 
the  full  annual  value  should  be  allowed  in  making  out 
the  assessment  under  Schedule  D,  but  that  is  dis- 
regarded. Even  supposing  that  the  full  annual  value 
were  allowed,  one-sixth  of  the  rack  rent  is  not  any- 
thing like  sufficient  to  provide  for  depreciation.  Let 
me  take  an  illustration  to  show  how  it  would  work. 
Assuming  we  have  buildings  worth  £12,000;  if  we  take 
the  rack  rent  at  5 per  cent,  we  get  £600  per  annum, 
and  one-sixth  of  £600  is  £100.  If  we  are  to  write  off 
our  buildings  it  would  take  us  120  years  to  write 
them  down.  Of  course  before  a third  of  that  time 
had  passed  the  probability  is  that  the  mill  would  be 
demolished.  So  that  it  does  not  help  us  in  the  least 
and,  of  course,  under  the  present  methods  of  finding 
out  the  assessment  under  Schedule  D we  get  no  benefit 
at  all. 

“ Now,  Sir,  the  general  principle  of  allowing  for 
capital  used  up  in  the  production  of  profit  has  been 
admitted,  I think,  on  all  hands.  Sir  H.  W.  Primrose, 
a member  of  the  1905  Committee,  referring  to  tin's 
question,  said : * If,  however,  there  be  any  strong 
and  general  desire  for  an  amendment  of  the  system, 

I do  not  think  we  properly  could  refuse  to  entertain 


the  question.’  If  that  is  correct,  it  is  only  necessary 
for  me  to  show  that  there  is  a strong  and  general 
desire,  and  the  fact  that  we  are  here  to-day  is,  1 
think,  an  indication.  I have  seen  scores  of  pamphlets 
and  resolutions  passed  by  different  institutions.  I 
had  sent  to  me  only  the  other  day  from  the  Income 
Tax  League,  of  which  Lord  Avebury  is  President,  a 
pamphlet  showing  that  they  were  trying  to  get  this 
done,  and  their  first  item  on  the  list  was  the  question 
of  the  depreciation  on  buildings  and  wasting  assets. 
I will  refer  you  here  to  some  remarks  by  Mr.  E.  E. 
Nott-Bower,  a Commissioner  of  Inland  Revenue,  in 
the  evidence  taken' before  the  1905  Committee.  He 
says — and  his  words  I think  all  of  us  will  endorse — 

‘ I think  that  when  capital  is  used  up  and  exhausted 
in  earning  profits  we  should  be  most  reluctant  to  make 
any  attempt  whatever  to  charge  Income  Tax  on  those, 
profits  without  first  deducting  the  capital  that  has  been 
used  up  in  earning  them.  Profit  is  only  the  sum 
remaining  after  the  capital  used  had  been  deducted. 
If  the  Committee  saw  their  way  to  extend  the  same 
principle  to  other  thiugs  which  merely  stand  in  the 
same  position,  they  would,  if  l may  say  so,  have 
our  cordial  approval.’  That  relates  to  the  question 
of  depreciation  on  buildings  and  wasting  assets. 

“Mr.  E.  E.  Nott-Bower:  I am  speaking  there 

simply  in  the  abstract. 

“ Mr.  G.  P.  Norton:  I was  not  aware  that  I was 
quoting  someone  present  here — I thought  nothing 
could  be  better  stated.  I do  not  wish  to  improve  on 
those  words. 

••  I had  handed  to  me  just  before  I came  into  the 
room — I do  not  know  whether  you  may  wish  to  follow 
American  methods — the  Federal  Income  Tax  Laws 
of  the  United  States.  In  computing  the  net  income 
for  the  purposes  of  taxation  one  of  the  deductions  is 
as  follows:  ' A reasonable  allowance  for  the  exhaus- 
tion, wear  and  tear  of  property  arising  out  of  its 
use  or  employment  in  the  business.’  I take  it  that 
this  has  not  been  compiled  without  inquiry  in  prac- 
tically all  countries  of  the  world  as  to  the  methods 
adopted,  and  I think  it  is  good  evidence  at  any  rate 
of  what  the  Americans  think  is  just  and  equitable. 

“ Now,  Sir,  if  I am  not  tiring  you,  I would  like 
to  give  two  concrete  instances  showing  how  the  pre- 
sent law  affects  traders.  A short  time  since  I had  an 
interview  with  an  Armenian  merchant.  This  gentle- 
man told  me  that  25  years  ago  he  lived  in  Constan- 
tinople, and  he  had  to  leave  that  country  because  of 
an  incident  which  happened.  It  was  an  interesting 
incident.  He  said  that  he  was  outside  a cafe  one 
evening,  and  he  saw  two  young  officers  in  the 
Turkish  Army  coming  out,  and  an  Armenian  sitting 
in  the  doorway,  and  one  of  the  officers  made  a wager 
with  the  other  that  with  one  thrust  of  the  sword  he 
would  run  through  the  Armenian  and  kill  him.  The 
wager  was  accepted  and  the  man  was  killed.  This 
merchant  thought  it  was  better  that  he  should  come 
to  this  country  and  seek  the  protection  of  its  laws. 
He  has  been  here  for  25  years,  and  he  has  amassed1  a 
large  fortune.  He  has  had  the  protection  of  the 
English  laws,  and  I take  it  he  ought  to  pay  his  full 
share  of  the  taxation  which  supports  those  laws. 
But  he  does  not,  as  I shall  show  you.  The  only 
visible  assets  that  this  merchant  has  consist  of  his 
office  furniture  which  is  worth  perhaps  £50  to  £100. 
All  the  rest  of  his  property  is  liquid.  This  gentle- 
man pays  Inoome  Tax  on  his  profits  only,  or  perhaps 
on  so  much  of  his  profits  as  the  astute  Surveyor  can 
discover.  One  of  these  days,  perhaps,  he  will  retire 
from  this  country  and  go  back  to  his  own,  taking  his 
assets  with  him,  and'  no  death  duties  will  be  paid. 
Now  let  me  take  the  other  concrete  instance,  that  of  a 
large  manufacturing  firm  established  in  the  West 
Riding  of  Yorkshire.  They  employ  a large  number 
of  workpeople,  and  the  whole  district  is  made  more 
prosperous  by  their  undertaking.  Of  course  there  is 
a great  deal  of  capital  in  the  business.  Their  assets 
are  tangible  and  visible.  There  are  some  very  fine 
mills.  They  pay  rates,  and  one  diay  they  will  have 
to  pay  death  duties.  What  is  the  position?  Let 
us  suppose  that  one  of  these  mills  cost  £40,000  to 
build.  In  30  years  that  mill  will  not  be  worth 
£10,000 — that  is  quite  clear.  That  means  that  dur- 
ing the  30  years  there  will  be  £1,000  per  annum  of 
capital  on  which  income  tax  is  paid,  or  if  I might 
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put  it  more  forcibly,  you  are  calling  upon  the  York- 
shire firm  to  pay  part  of  the  tax  which  should  be 
paid  by  the  Armenian  merchant.  The  Armenian 
merchant’s  case  is  perhaps  an  extreme  one,  but  it  is 
only  typical  of  all  those  who  do  not  employ  buildings 
and  other  structures  in  their  business,  who  do  not 
use  up  capital  in  making  income.  I call  your  atten- 
tion more  particularly  to  this  because  of  recent  legis- 
lation. Employers  of  labour  have  had  some  very 
heavy  burdens  imposed  upon  them — the  National 
Insurance  Act,  and  the  Employei's’  Liability  Act. 
These  are  taxes  which  from  the  point  of  view  of 
public  policy  ought  to  be  considered  very  carefully, 
because  although  in  this  country  we  may  be  able  to 
deal  with  home  trade,  we  have  to  compete  with 
foreigners;  and,  I submit,  that  where  an  injustice, 
such  as  evidently  it  is,  obtains  with  regard  to  income 
tax,  it  ought  to  be  remedied,  and  that  burdens  which 
are  ineq.uitable  should  not  be  imposed1  upon  those 
who  are  producing  the  wealth  of  the  country;  it  is 
against  public  policy. 

“ Now,  with  regard  to  wasting  assets,  your  Secre- 
tary sent  to  us  some  pronouncements  of  the  Chan- 
cellor of  the  Exchequer.  I want  to  refer  to  them. 
The  Chancellor  of  the  Exchequer  in  1912  said  ‘ he 
quite  agreed  that  it  was  a matter  which  should  be 
dealt  with,  but  that  it  would  involve  a loss  to  the 
Revenue  of  at  least  two  million  sterling,  that  the 
principle  sought  to  be  laid  down  with  regard  to 
foreign  minerals  would  be  applicable  to  British  coal- 
fields, and  that  made  it  a vex-y  serious  proposition.’ 
Then  in  1913  the  Chancellor  of  the  Exchequer  re- 
ferred to  the  ‘ difficulty  of  establishing  a rule  which 
would  enable  them  to  draw  a distinction  between 
what  was  and  what  was  not  a wasting  asset.’  I 
want  to  suggest  a distinction.  I recognise  that  two 
millions  of  money  is  a great  deal  of  revenue  to  find, 
and  we  all  recognise  that  it  is  better  for  us  to  get 
half  a loaf  than  no  bread  at  all.  I will  refer  again 
to  what  Sir  H.  W.  Primrose  said  in  the  1905  Inquiry. 
He  drew  a distinction  which  would  eliminate  a large 
number  of  cases,  but  which  would  enable  the  authori- 
ties to  do  justice  to  owners  of  property  used  in  in- 
dustries and  to  mine  owners  in  respect  of  shaft 
sinking  and  development.  These  are  his  words : 

‘ They  ’ — that  is  the  minerals — ; are  not  produced 
by  human  agency,  and  cannot  be  replaced  by  human 
agency,  and  there  is,  therefore,  not  the  same  reason 
for  allowing  for  their  waste  as  there  is  ixx  the  case 
of  subjects  which  are  the  produce  of  human  labour 
and  capital.’  I submit  that  if  that  distinction  is 
accepted  there  would  be  a very  great  deduction  from 
the  two  millions  loss,  and  it  would  meet  to  a very 
large  extent  the  complaints  and  demands  of  the 
manufacturers  employing  buildings  in  their  business. 

“ I must  leave  that  question  to  pass  on  to  the  other 
heads.  As  regards  allowance  for  expenses  of  removal 
and  re-arrangement  of  plant  and  machinery,  it  seems 
to  me  that  is  so  obviously  the  right  thing  to  do  that 
I need  not  make  many  remarks  about  it.  It  is  quite 
a constant  practice  in  large  businesses  for  machinery 
to  be  moved  from  place  to  place,  either  during  exten- 
sion or  removal  from  premises.  Of  course  there  is  no 
gjain  whatever,  that  is  to  say  no  capital  gain ; the 
money  is  absolutely  surxk ; and  I presume  in  the 
majority  of  cases  these  removals  would  not  take  place 
unless  xt  were  expected  that  further  income  would 
be  derived,  from  which  the  Revenue  would  get  Income 
Tax.  It  seems  to  me.  therefore,  absolutely  right  to 
charge  that  as  an  expense  of  the  business.  With 
reference  to  the  extra  allowance  for  depreciation  of 
machinery  run  both  day  and  night,  it  is  quite  the 
practice  in  our  district  for  certain  classes  of  machi- 
nery to  be  run  continuously  day  and  night,  and,  of 


course,  if  it  is  run  day  and  night  there  is  a con- 
siderably greater  wear  and  tear  than  if  it  were  run 
by  day  alone.  I may  say  that  in  some  oases  there  is 
an  extra  allowance,  but  in  the  majority  of  towns  the 
Surveyor  does  not  make  that  allowance.  Even  in  the 
town  where  I reside  he  refuses  to  do  so.  I suggest 
that  matter  should  be  regularised  and  that  instruc- 
tions be  given  that  a proper  allowance  should  be  made 
in  every  case.  As  regards  Clause  (e),  that  a definite 
effort  should  be  made  by  the  Revenue  Authorities  to 
regularise  the  I’ates  of  depreciation  allowed  in  dif- 
ferent trades,  I do  not  want  to  go  into  detail;  it 
would  be  a long  business,  but  the  facts  are  these,  that 
precisely  similar  machinery,  made  by  the  same  makers 
and  used  for  the  same  purpose,  in  the  towns  of 
Bradford  and  Huddersfield  get  an  allowance  of  7\ 
per  cent.,  whereas  if  we  go  to  Wakefield  we  are 
allowed  5 per  cent.  only.  I will  only  give  you  those 
towns,  but  I can  give  you  many  others  where  there 
are  differences  in  precisely  similar  classes  of  machi- 
nery. We,  therefore,  suggest  that  you  should  make 
some  attempt  to  regularise  the  charge  so  that  a man 
living  in  one  town  is  as  fairly  treated  as  a man 
living  in  another  town. 

“ Now,  Sir,  before  concluding  my  remax’ks,  I know 
that  Sir  Algernon  Firth,  who  has  taken  a very  deep 
interest  in  this  matter,  and  my  colleagues,  will'  not 
think  I have  done  my  duty  if  I do  not  make  a 
personal  appeal  to  you,  to  use  your  influence  in  this 
matter.  I have  shown  you  that  there  is  a strong 
feeling  throughout  the  country  on  the  particxxlar 
points  with  which  I have  been  dealing;  I have  shown 
you,  I think,  that  it  is  generally  admitted  on  all 
hands,  even  by  the  Chancellor  of  the  Exchequer  him- 
self, that  something  ought  to  be  done ; I have  en- 
deavoured to  show  you  that  it  is  contrai’y  to  good 
public  policy  that  the  present  state  of  affairs  should 
be  continued ; and,  I submit,  that  the  excuse  for 
refusing  redress  which  was  made  by  the  Chancellor 
of  the  Exchequer  is  not  worthy  of  the  British  nation. 
I think  any  of  us  in  our  individual  capacity  who 
would  make  the  excuse  for  perpetuating  an  injustice 
that  unless  we  did  so  we  could  not  pay  our  household 
expenses  would  be  inclined  to  be  ashamed  of  ourselves. 
I press  the  appeal  becaxxse  I really  think  it  is  a matter 
that  ought  to  be  dealt  with,  and  I make  a personal 
appeal  to  you  because  I feel  that  this  matter  would 
have  been  rectified  long  since  only  it  has  been 
attacked  in  a desultory  sort  of  way — one  body  has 
passed  one  resolution,  another  body  has  passed 
another  resolution,  and  these  resolutions  have  gone 
from  all  kinds  of  quarters  and  have  never  definitely 
had  a leading  mind  to  put  them  forward.  Might  I 
suggest  to  you,  Sir,  that  you  take  up  this  position 
for  xxs  and  help  us  in  the  matter,  and  I believe  if  you 
did  there  would  be  very  little  loss  to  the  Revenue. 

“ Now,  Sir,  the  last  argument  that  I wish  to  put 
forward  is  this,  and  I know  what  I am  saying  by 
experience,  that  men  will  evade  a tax  if  they  think 
the  tax  is  unjust  to  them.  They  do  think  that  this 
tax  is  ixnjust.  It  obviously  is  unjust.  The  con- 
sequence is  that  we  get  a great  deal  of  evasion. 
Evasion  is  not  nicely  pi’oportioned  to  the  amount 
which  a man  thinks  he  is  being  deprived  of.  If  once 
evasion  begins  it  is  impossible  even  for  us  account- 
ants to  watch  it.  I believe  that  is  a very  strong 
argument  for  arranging  that  the  assessment  of 
Income  Tax  should  be  scientifically  just. 

“ I think,  Sir,  that  I have  now  exhausted  my  sub- 
ject, and  I leave  the  matter  with  you.  I trust  that 
I have  been  able  to  convince  you  that  the  recom- 
mendations which  we  are  putting  forward  ought  to  be 
carried  into  effect.” 


122 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


Appendix  No.  19. 


PARTICULARS  IN  REGARD  TO  INCOME  TAX  CASES  HEARD  IN  THE  HAMILTON  COUNTY 
COURT  BETWEEN  THE  28th  MARCH,  1919,  AND  THE  25th  JULY,  1919,  INCLUSIVE. 


Supplied  by  Mr.  Shirkie,  in  response  to  Question  9288,  with  a Note  by  the  Board  of  Inland  Revenue. 


Court,  28th  March,  1919. 

109  Cases:  Decrees,  79;  continued  or  paid,  30. 

Court,  13th  April,  1919. 

159  Cases:  Decrees,  102;  continued  or  paid,  57. 
Court,  2nd  May,  1919. 

88  Cases:  Decrees,  53;  continued  or  paid,  35. 
Court,  9tli  May,  1919. 

10  Cases : Decrees,  3 ; continued  or  paid  7. 
Court,  16th  May,  1919. 

28  Cases : Decrees,  17 ; continued  or  paid,  1 1 . 
Court,  23 rd  May,  1919. 

36  Cases : Decrees,  24 ; continued  or  paid,  12. 
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Court,  6th  June,  1919. 

104  Cases:  Decrees,  79;  continued  or  paid,  25. 
Court,  20th  June,  1919. 

20  Cases : Decrees,  16 ; continued  or  paid,  4 

Court,  27th  June,  1919. 

36  Cases : Decrees.  23 ; continued  or  paid,  13. 

Court,  4th  July,  1919. 

35  Cases:  Decrees,  29;  continued  or  paid,  6. 
Court,  llth  July,  1919. 

13  Cases : Decrees,  11 ; continued  or  paid,  2. 
Court,  25th  July,  1919. 

202  Cases:  Decrees,  150;  continued  or  paid,  52. 

Cases. 
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Note  by  the  Board  of  Inland  Revenue. 


The  Board  of  Inland  Revenue  explain  in  regard 
to  the  procedure  in  Scotland  and  to  the  terms  used, 
iliat  while  the  method  of  assessment  of  weekly  wage- 
earners  and  the  facilities  for  appeal  are  as  in 
England,  the  law  prescribes  different  procedure  for 
the  eventual  recovery  of  the  tax.  The  appeal,  if 
any,  having  been  determined,  in  cases  of  non-pay- 
ment the  Collector,  who  has  no  power  of  distraint, 
m due  course  either  (a)  certifies  the  arrear  to  the 
Sheriff  for  the  grant  of  a warrant  to  the  Sheriff 
Officer,  empowering  that  officer  to  11  poind  ” (or 


distrain)  the  defaulter’s  goods,  or  (b)  takes  summary 
proceedings  in  the  Sheriff  Court,  before  which  the 
defaulter  is  summoned  to  appear.  The  Court  may 
then  grant  “ decree  ” empowering  arrestment  of 
wages  and,  in  the  last  resort,  imprisonment,  or  may 
decide  to  “ continue  ” (or  adjourn)  the  case  in  its 
discretion.  Frequently  the  arrear  is  paid  before  the 
case  actually  comes  into  Court.  The  Sheriff  Court  is, 
of  course,  not  a Court  of  Appeal  for  Income  Tax 
purposes. 
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Appendix  No.  20. 


Table  handed  in  by  Mr.  W.  Cash  on  30th  July,  1919,  to  illustrate  his  evidence  on  graduation  (see  Q.  8558). 


Table  showing  the  Income  Tax  payable  for  the  year  1918-19  and  the  progressive  advances  in  rates  of  Tax  required  to  produce 
approximately  the  same  results  when  the  advances  are  made  only  on  the  Increases  of  Income. 


1 2 3 4 5 6 7 8 


9 


10 


Income  Tax  on  Unearned  Incomes  on  the  Basis  of  the  1918-19 
Assessment. 


Suggested  Graduation  of  Tax. 


Income. 

Rate 
in  the 
£. 

Amount  of  Tax. 

Amount  of 
Tax. 

Rate. 

Total 

income. 

Total. 

Amount 

Assessed. 

Tax. 

Super -tax. 

Total. 

£ 

£ 

s. 

d. 

£ s 

d. 

£ 

s. 

d. 

£ 

s. 

d. 

£ 

s. 

d. 

£ 

130 

Nil 

— 

130 

131 

11 

3 

0 

*1 

13 

0 

1 

11 

0 

ii- 

in  the  £ on  each 

£ above  £100 

up  to  a total  income 

of  £150 

131 

150 

30 

3 

0 

4 

10 

0 

2 

10 

0 

V- 

do. 

do. 

150 

200 

80 

3 

0 

12 

0 

0 

10 

0 

c 

si- 

n the  £ on  each  additional  £ up 

to  a total  income 

of  £300 

200 

300 

180 

3 

0 

27 

0 

0 

25 

0 

0 

31- 

do. 

do. 

£300 

300 

400 

280 

3 

0 

42 

0 

0 

45 

0 

0 

4 1- 

do. 

do. 

£400 

400 

401 

301 

3 

0 

*45 

3 

0 

45 

5 

0 

5/- 

401 

5C0 

400 

3 

0 

60 

0 

0 

70 

0 

0 

51- 

500 

501 

401 

3 

9 

*75 

3 

9 

70 

5 

0 

5/- 

do. 

£G00> 

501 

600 

500 

3 

9 

93 

15 

0 

95 

0 

0 

5/- 

( 

600 

601 

531 

3 

9 

*99 

11 

3 

95 

6 

0 

6M 

{ 

601 

700 

630 

3 

9 

118 

2 

6 

125 

0 

0 

6/- 

700 

701 

701 

3 

9 

*131 

8 

9 

125 

6 

0 

61- 

do. 

do. 

£1,000  \ 

701 

800 

— 

3 

9 

150 

0 

0 

155 

0 

0 

6/- 

800 

1,000 

— 

3 

9 

187 

10 

0 

215 

0 

0 

6/-J 

l 

1,000 

1,001 

— 

4 

6 

*225 

4 

6 

215 

6 

6 

6/6 

1,001 

1,500 

— 

4 

6 

337 

10 

0 

377 

10 

0 

6/6 

1,500 

1,501 

— 

5 

3 

*394 

0 

3 

377 

17 

0 

7/- 

1,501 

2,000 

— 

5 

3 

525 

0 

0 

552 

10 

0 

7/- 

2,000 

2,001 

— 

6 

0 

*600 

6 

0 

552 

17 

6 

7/6 

7/6 

, 

2,001 

2,500 

— 

6 

0 

750 

0 

0 

740 

0 

0 

do. 

2,500 

2,501 

— 

6 

0 

750 

6 

0 

25 

1 

0 

775 

7 

0 

740 

8 

0 

8/- 

' 

co  ( 

2.501 

3,000 

— 

6 

0 

900 

0 

0 

62 

10 

0 

962 

10 

0 

940 

0 

0 

H/- 

do. 

do. 

£.j,0UU  | 

3,000 

4,000 

— 

6 

0 

1,200 

0 

0 

162 

10 

0 

1.362 

10 

0 

1,365 

0 

0 

8/6 

do. 

do. 

£4,000 

4,000 

5.000 

6.000 

— 

6 

6 

0 

0 

1,500 

1,800 

0 

0 

0 

0 

287 

437 

10 

10 

0 

0 

1,787 

2,237 

10 

10 

0 

0 

1,815 

2,265 

0 

0 

0 

0 

9/- 

9/- 

do. 

do. 

£6,000  | 

5.000 

6.000 

8,000 

— 

6 

0 

2,400 

0 

0 

787 

10 

0 

3,187 

10 

0 

3,215 

0 

0 

9/6 

do. 

do. 

£8,000 

8,000 

10,000 

— 

6 

0 

3,000 

0 

0 

1,187 

10 

0 

4,187 

10 

0 

4,215 

0 

0 

10/- 

do. 

do. 

£10,000 

10,000 

20,000 

— 

6 

0 

6,000 

0 

0 

3,437 

10 

0 

9,437 

10 

0 

9,465 

0 

0 

10/6 

. 

50,000 

— 

6 

0 

15,000 

0 

0 

10,187 

10 

0 

25,187 

10 

0 

25,215 

0 

0 

10/6 

do. 

do. 

above  -< 

100,000 

— 

6 

0 

30,000 

0 

0 

21,437 

10 

0 

51,437 

10 

0 

51,465 

0 

0 

10/6, 

i 

£10,000  1 

* These  are  subject  to  adjustment  under  section  32  of  the  Finance  Act  of  1916,  viz.  •- 


£ £ s.  d. 


131  ... 

Actual  Tax,  1 

0 

0 

401  ... 

43 

0 

0 

501  ... 

61 

0 

0 

601  ... 

94 

15 

0 

701  ... 

119 

2 

6 

1,001  ... 

188 

10 

0 

1,501  ... 

338 

10 

0 

2,001  ... 

526 

0 

0 

2,501  ... 

751 

0 

0 
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Appendix  No.  21. 


PAPER  HANDED  IN  BY  PROFESSOR  LOUIS  ON  30th  JULY,  WITH  REGARD  TO  HIS  EVIDENCE 
ON  DEPRECIATION  (see  Q.  8768). 


Formulae  for  Depreciation  of  Plant. 


Let  P be  the  first  cost  of  the  plant. 

„ n be  the  life  of  the  plant  in  years. 

„ r be  the  rate  of  depreciation  per  unit. 

„ the  value  of  the  plant  be  reduced  by  KP  at  the 
end  of  n vears.  so  that  the  residual  or  scrap  value  shall  be 
P(l-K). 

The  calculations  for  the  four  methods  of  depreciation 
are  as  follows  : — 

I.  Diminishing  Value  method. 

P[l— (1 — r)n]  = KP  or  n log  (1 — r ) = log  (1 — K). 
It  is  obvious  that  in  this  method  the  value  can  never 
reduce  to  zero,  for  when  K = 1,  n = oo ; hence  this 
method  can  only  be  applied  when  K < 1 . 

II.  Equal  Decrement  method. 

P(l— K)  = P(l—  nr)  or  K = nr. 

III.  Annuity  method. 

In  this  and  the  next  method,  the  interest  earned  by 
the  depreciation  fund  has  to  be  taken  into  account. 
Let  the  rate  of  interest  per  unit  = i,  this  being  the 
effective  rate  for  accumulations,  that  is  the  rate  after 
deduction  of  Income  Tax  (if  any). 

Let  a be  the  amount  to  be  written  off  annually. 

The  value  of  a put  to  reserve  at  end  of  1st  year  will 
amount  to  a (1  + *)n-1* 

The  value  of  a put  to  reserve  at  end  of  2nd  year  will 
amount  to  a (1  + i)  n~-. 

The  value  of  a put  to  reserve  at  end  of  last  year  will 
amount  to  a. 


For  the  3rd  year 


„ „ nth  „ 


1 

C + i)”-’- 


For  example  assume  that  a piece  of  machinery  has 
cost  £1,100  and  that  at  the  end  of  the  10th  year  its 


I.  .ogq-^V9091) 
whence  9—0-2132 

or  the  rate  of  depreciation  is  21"32%  on  residual  value. 


II.  10?— 0-9091  r=0-09091 

or  the  rate  of  depreciation  is  9‘09%  on  prime  cost. 

III.  Let  the  normal  rate  of  interest  be  5 per  cent,  and 
let  Income  Tax  be  6s.  in  the  £.  Then  the  effective 
accumulative  rate  per  unit  = 0-035. 

° = 1000'  (l-035°r-l  = £86'24  (=  7'75°'"  011 
prime  cost). 

Hence  £85-24  must  be  set  aside  each  year  to  form  a 
replacement  fund,  so  that  at  the  end  of  10  years  £852-4 
will  have  been  set  aside,  and  £147‘6  will  have  been 
accumulated  by  way  of  interest. 

IV.  The  amount  to  be  set  aside  must  be  calculated  for 
each  year  and  will  be  as  follows  : — 


And  a (1  + i)  n_1  + a (1  + i)  n~-  -f-  a (l+i)n-3 
. . . + o=  KP. 

whence  a = KP^ — - — A- — ■=- 
(i  + •)"— i. 

IV.  Sinking  Fund  method. 

At  the  end  of  each  year  set  aside  an  amount  that  will 
KP 

amount  to  at  the  end  of  the  term. 


Amt.  written  off.  Amt.  written  off. 


Year. 

£ 

Year. 

£ 

1 ... 

73-37 

6 ... 

87-14 

2 ... 

75-94 

7 ... 

90-19 

3 ... 

78-60 

8 ... 

93-35 

4 ... 

81-35 

9 

96-62 

5 ... 

84-20 

10  ... 

100-00 

These  sums  together  amount  to  £860‘74,  and  £139-26 
will  have  accumulated  by  way  of  interest. 


Foi  Lhe  1st  year  a(l-f-i)  n_l=— 


KP  „ 

n (1 +«)»-!. 

-KP  v 1 

These  four  methods  are  shown  graphically  on  the 
accompanying  diagram,  the  residual  value  being  under- 
stood as  the  original  value  less  the  total  amount  placed 
to  the  redemption  fund  without  taking  account  of 

-n  (1+0—. 

interest. 
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APPENDIX  No.  22. 


Diagrams  handed  in  by  Dr.  J.  C.  Stamp-on  1st.  Angust,  1919,  to  illustrate  the  constituent  parts 
of  the  profits  of  a company  resident  in  this  country  and  carrying  on  business  abroad  ; having  part 
of  its  Shareholders  resident  abroad. 


PROFITS 

ROFITS  MADE  IN  ENGLAND.  - SHADED.  RESERVED  PROFITS  MADE  IN  AUSTRALIA.  _ WHITE  . 


3606.  2 342.  SB! /it.  IOOO.  3 . 20. 


Malty&Sor.s.t 
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Diagrams  handed  in  by  Dr.  J. 
of  the  profits  of  a company  reside 
of  its  Shareholders  resident  abroa 


No.  22. 

Angust,  1919,  to  illustrate  the  constituent  parts 
y and  carrying  on  business  abroad ; having  part 


ssoa.  23*2.  set/*-  iooo.  5 . ao. 


Mai  tyJt  Sons 
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Diagrams  handed  in  by  Dr.  J.  C.  Stamp -on  1st.  Angust,  1919,  to  illustrate  the  constituent  parts 
of  the  profits  of  a company  resident  in  this  country  and  carrying  on  business  abroad  ; having  part 
of  its  Shareholders  resident  abroad. 


PROFITS 

NTS  MADE  IN  ENGLAND.  _ SHADED.  RESERVED  PROFITS  MADE  IN  AUSTRALIA.  _ WH ITE  . 


28 


Appendix  22  (continued). 


A 

CHARGE  IN  FULL  ALL  PROFITS  EXCEPT  DIVIDENDS  PAYABLE 
TO  NON-RESIDENTS  OUT  OF  THE  PROFITS  MADE  ABROAD. 


B 

CHARGE  IN  FULL  ALL  PROFITS  EXCEPT  THE  PROPORTION 
OF  PROFITS  MADE  ABROAD,  APPLICABLE  TO  FOREIGN 
SHAREHOLDERS  & CHARGE  LATTER  AT  REDUCED  RATE 


The  portion  of  the  profits  assessed  is  shown  in  white ; 
that  partially  assessed  is  shaded; 
that  not  assessed  is  shown  in  b/acle. 


i.  SBip- 


i.S.2  O. 
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Appendix  No.  23. 


Board  of  Inland  Revenue, 

Somerset  House. 


Paper  handed  in  by  Mr.  F.  L.  Mace,  on  10th  September,  1919. 


THE  SECTIONS  OF  THE  INCOME  TAX  ACTS  WHICH  HATE  REFERENCE  TO  THE  LIABILITY 
OF  NON-RESIDENTS  TRADING  THROUGH  AGENTS. 


(A.)  Provisions  anterior  to  the  Income  Tax  Act,  1918. 
Income  Tax  Act,  1842.  Section  41. 

[And  be  it  enacted,  that]  the  trustee,  guardian, 
tutor,  curator,  or  committee  of  any  person,  being  an 
infant  or  married  woman,  lunatic,  idiot,  or  insane, 
and  having  the  direction,  control,  or  management  of 
the  property  or  concern  of  Buch  infant,  married 
woman,  lunatic,  idiot,  or  insane  person,  whether  such 
infant,  married  woman,  lunatic,  idiot  or  insane  person 
shall  reside  in  Great  Britain  or  not,  shall  be  charge- 
able to  the  said  duties  in  like  manner  and  to  the  same 
amount  as  would  be  charged  if  such  infant  were  of 
full  age,  or  such  married  woman  were  sole,  or  such 
lunatic,  idiot  or  insane  person  were  capable  of  acting 
for  himself ; and  any  person  not  resident  in  Great 
Britain,  whether  a subject  of  her  Majesty  or  not, 
shall  be  chargeable  in  the  name  of  such  trustee, 
guardian,  tutor,  curator,  or  committee,  or  of  any 
factor,  agent,  or  receiver,  having  the  receipt  of  any 
profits  or  gains  arising  as  herein  mentioned,  and 
belonging  to  such  person,  in  the  like  manner  and  to 
the  like  amount  as  would  be  charged  if  such  person 
were  resident  in  Great  Britain,  and  in  the  actual 
receipt  thereof ; and  every  such  trustee,  guardian, 
tutor,  curator,  committee,  agent  or  receiver  shall  be 
answerable  for  the  doing  of  all  such  acts,  matters, 
and  things  as  shall  be  required  to  be  done  by  virtue 
of  this  Act  in  order  to  the  assessing  of  any  such  person 
to  the  duties  granted  by  this  Act,  and  paying  the 
same. 

Income  Tax  Act,  1842.  Section  44. 

[And  be  it  enacted,  that]  w-here  any  person,  being 
trustee,  agent,  factor,  or  receiver,  guardian,  tutor, 
curator,  or  committee  of  or  for  any  person,  shall  be 
assessed  under  this  Act  in  respect  of  such  person,  or 
where  any  chamberlain,  treasurer,  clerk  or  other 
officer  of  any  corporation,  company,  fraternity,  or 
society  shall  be  so  assessed  in  respect  of  such  corpora- 
tion, company,  fraternity,  or  society  as  aforesaid,  it 
shall  bo  lawful  for  every  such  person  who  shall  be  so 
assessed,  by  and  out  of  the  money  which  shall  come  to 
his  hands  as  such  trustee,  agent,  factor,  or  receiver, 
guardian,  tutor,  committee,  or  curator  as  aforesaid, 
or  as  such  chamberlain,  treasurer,  clerk,  or  other 
officex-,  to  retain  so  much  and  such  part  thereof  from 
time  to  time  as  shall  be  sufficient  to  pay  such  assess- 
ment; and  every  such  trustee,  agent,  factor,  or  re- 
ceiver, guardian,  tutor,  committee,  or  curator,  cham- 
berlain, treasurer,  clerk,  or  other  officer,  shall  be  and 
is  hereby  indemnified  against  every  person,  corpora- 
tion, company,  fraternity,  or  society  whatsoever,  for 
all  payments  which  he  shall  make  in  pursuance  and 
by  virtue  of  this  Act. 

Finance  (No.  2)  Act,  1915.  Section  31. 

(1)  Section  41  of  the  Income  Tax  Act,  1842  (which 
relates  to  the  charge  of  Income  Tax  in  special  cases), 
shall,  so  far  as  it  relates  to  the  taxation  of  non- 
residents, be  extended : 

(a)  so  as  to  make  non-resident  persons  chargeable 

to  income  tax  in  the  name  of  any  branch 
or  manager  as  well  as  in  the  name  of  any 
factor,  agent,  or  receiver ; and 

(b)  so  as  to  make  non-resident  persons  so  charge- 

able, although  the  branch,  factor,  agent, 
receiver,  or  manager  may  not  have  the 
receipt  of  the  profits  or  gains  of  the 
non-resident. 


(2)  A non-resident  person  shall  be  chargeable  in 
respect  of  any  profits  or  gains  arising,  whether 
directly  or  indirectly,  through  or  from  any  branch, 
factorship,  agency,  receivership,  or  management,  and 
shall  be  so  chargeable  under  section  41  of  the  Income 
Tax  Act,  1842,  as  amended  by  this  Section,  in  the 
name  of  the  branch,  facto i',  agent,  receiver,  or 
manager. 

(3)  Where  a non-resident  person  not  being  a 
British  subject  or  a British,  Indian,  Dominion,  or 
Colonial  firm  or  company,  or  branch  thereof,  carries 
on  business  with  a resident  person,  and  it  appears 
to  the  Commissioners  by  whom  the  assessment  is  made 
that,  owing  to  the  close  connection  between  the 
resident  and  the  non-resident  person,  and  to  the 
substantial  control  exercised  by  the  non-resident  over 
the  resident,  the  course  of  business  between  those 
persons  can  be  so  arranged,  and  is  so  arranged,  that 
the  business  done  by  the  resident  in  pursuance  of  his 
connection  with  the  non-resident  produces  to  the 
resident  either  no  profits  or  less  than  the  ordinary 
profits  which  might  be  expected  to  arisie  from  that 
business,  the  non-resident  person  shall  be  chargeable 
to  income  tax  in  the  name  of  the  resident  person 
as  if  the  resident  person  were  an  agent  of  the  non- 
resident perslon. 

(4)  Where  it  appears  to  the  Commissioners  by  whom 
the  assessment  is  made,  or  on  any  objection  or 
appeal  to  the  general  or  special  Commissioners  that 
the  true  amount  of  the  profits  or  gains  of  any  non- 
resident person  chargeable  in  the  name  of  a resident 
person  with  income  tax  cannot  in  any  case  be  readily 
ascertained  the  Commissioners),  may,  if  they  think 
fit,  assess  the  non-resident  person  on  a percentage 
of  the  turnover  of  the  business  done  by  the  non-resi- 
dent person  through  or  with  the  resident  person  irt 
whose  name  he  is  chargeable,  and  in  such  case  section 
53  of  the  Income  Tax  Act,  1842,  shall  extend  so  as 
to  require  returns  to  be  given  of  the  business  so 
done  by  the  non-resident  through  or  with  the  resident 
in  the  same  mannar  as  returns  are  to  be  given  under 
that  section  of  the  profits  or  gains  to  be  charged. 

(5)  The  amount  of  percentage  shall  in  each  case 
be  determined,  having  regard  to  the  nature  of  the 
business,  by  the  Commissioners  by  whom  the  assess- 
ment on  the  percentage  basis  is  made,  subject,  in 
the  case  of  an  assessment  made  by  the  additional 
Commissioners,  to  objection  or  appeal  to  the  general 
or  special  Commissioners. 

If  either  the  resident  or  non-resident  person  is 
dissatisfied  with  the  percentage  determined  either  in 
the  first  instance  or  on  objection  or  appeal  by  the 
general  or  special  Commissioners,  he  may,  within 
four  months  of  that  determination,  require  the 
Commissioners  to  refer  the  question  of  the  percentage 
to  a referee  or  board  of  referees  to  be  appointed 
for  the  purpose  by  the  Treasury,  and  the  decision 
of  the  referee  or  board  shall  be  final  and  conclusive 

(6)  Nothing  in  section  41  of  the  Income  Tax  Act, 
1842  (as  amended  by  any  subsequent  enactment  or 
by  this  section),  shall  render  a non-resident  person 
chargeable  in  the  name  of  a broker  or  general 
commission  agent,  or  in  the  name  of  an  agent,  not 
being  an  authorised  person  carrying  on  the  non- 
resident’s regular  agency  or  a person  chargeable  as 
if  he  were  an  agent  in  pursuance  of  this  section, 
in  respect  of  profits  or  gains  arising  from  sales  or 
transactions  carried  out  through  such  a broker  or 
agent. 

Q 2 
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(7)  The  fact  that  a non-resident  person  executes 
sales  or  carries  out  transactions  with  other  non- 
residents in  circumstances  which  would  make  him 
chargeable  in  pursuance  of  this  section  in  the  name 
of  a resident  person  shall  not  of  itself  make  him 
chargeable  in  respect  of  profits  arising  from  those 
sales  or  transactions. 

Finance  Act,  1918.  Section  35. 

Where  a non-resident  person  is  chargeable  to  income 
tax  in  the  name  of  any  branch,  manager,  agent, 
factor,  or  receiver  in  respect  of  any  profits  or  gains 
arising  from  the  sale  of  goods  or  produce  manufac- 
tured or  produced  out  of  the  United  Kingdom  by 
the  non-resident  person,  the  person  in  whose  name  the 
non-resident  person  is  so  chargeable  may,  if  he  thinks 
fit,  apply  to  the  Commissioners  by  whom  the  assess- 
ment is  made  or,  in  case  of  an  appeal,  to  the  general 
or  special  Commissioners  to  have  the  assessment  to 
income  tax  in  respect  of  those  profits  or  gains  made 
or  amended  on  the  basis  of  the  profits  which  might 
reasonably  be  expected  to  have  been  earned  by  a 
merchant  or,  where  the  goods  are  retailed  by  or 
on  behalf  of  the  manufacturer  or  producer,  by  a 
retailer  of  the  goods  sold  who  had  bought  from  the 
manufacturer  or  producer  direct,  and,  on  proof  to  the 
satisfaction  of  the  Commissioners  concerned  of 
the  amount  of  the  profits  on  the  basis  aforesaid, 
the  assessment  shall  be  made  or  amended  accordingly. 

(B.)  Provisions  of  the  Income  Tax  Act,  1918,  First 
Schedule,  General  Pules  applicable  to  Schedules 
A,  B,  C„  D,  and  E. 

5.  A person  not  resident  in  the  United  Kingdom, 
whether  a British  subject  or  not,  shall  be  assessable 
and  chargeable  in  the  name  of  any  such  trustee, 
guardian,  tutor,  curator,  or  committee,  or  of  any 
factor,  agent,  receiver,  branch,  or  manager,  whether 
such  factor,  agent,  receiver,  branch  or  manager  has 
the  receipt  of  the  profits  or  gains  or  not,  in  like 
manner  and  to  the  like  amount  as  such  non-resident 
person  would  be  assessed  and  charged  if  he  were 
resident  in  the  United  Kingdom  and  in  the  actual 
receipt  of  such  profits  or  gains. 

6.  A non-resident  person  shall  be  assessable  and 
chargeable  in  respect  of  any  profits  or  gains  arising, 
whether  directly  or  indirectly,  through  or  from  any 
factorship,  agency,  receivership,  branch  or  manage- 
ment, and  shall  be  so  assessable  and  chargeable  in  the 
name  of  the  factor,  agent,  receiver,  branch,  or 
manager. 

7.  Where  a non-resident  person,  not  being  a British 
subject  or  a British,  Indian,  Dominion  or  Colonial 
firm  or  company,  or  branch  thereof,  carries  on  busi- 
ness with  a resident  person,  and  it  appears  to  the 
Commissioners  by  whom  the  assessment  is  made  that, 
owing  to  the  close  connection  between  the  resident  per- 
son and  the  non-resident  person,  and  to  the  substantial 
control  exercised  by  the  non-resident  person  over  the 
resident  person,  the  course  of  business  between  those 
persons  can  be  so  arranged,  and  is  so  arranged,  that 
the  business)  done  by  the  resident  person  in  pursuance 
of  his  connection  with  the  non-resident  person  pro- 
duces to  the  resident  person  either  no  profits  or  less 
than  the  ordinary  profits  which  might  be  expected  to 
arise  from  that  business,  the  non-resident  person  shall 
be  assessable  and  chargeable  to  tax  in  the  name  of 
the  resident  person  as  if  the  resident  person  were  an 
agent  of  the  non-resident  person. 

8.  Where  it  appears  to  the  Commissioners  by  whom 
the  assessment  is  made  or,  on  any  objection  or  appeal, 
to  the  general  or  special  Commissioners,  that  the 
true  amount  of  the  profits  or  gains  of  any  non-resident 
person  chargeable  with  tax  in  the  name  of  a resident 
person  cannot  in  any  case  be  readily  ascertained,  the 
Commissioners  may,  if  they  think  fit,  assess  and  charge 
the  non-resident  person  on  a percentage  of  the  turn- 
over of  the  business  done  by  the  non-resident  person 


through  or  with  the  resident  person  in  whose  name 
he  is  chargeable  as  aforesaid,  and  in  such  case  the 
provisions  of  this  Act  relating  to  the  delivery  of  state- 
ments by  persons  acting  on  behalf  of  others  shall 
extend  so  as  to  require  returns  to  be  given  by  the 
resident  person  of  the  business  so  done  by  the  non- 
resident person  through  or  with  the  resident  person, 
in  the  same  manner  as  statements  are  to  be  delivered 
by  persons  acting  for  incapacitated  or  non-resident 
persons  of  profits  or  gains  to  be  charged. 

9.  (1)  The  amount  of  percentage  under  the  last 
preceding  rule  shall  in  each  case  be  determined, 
having  regard  to  the  nature  of  the  business,  by  the 
Commissioners  by  whom  the  assessment  on  the  per- 
centage basis  is  made,  subject,  in  the  case  of  an 
assessment  made  by  the  additional  Commissioners, 
to  objection  or  appeal  to  the  general  or  special 
Commissioners. 

(2)  If  either  the  resident  person  or  non-resident 
person  is  dissatisfied  with  the  percentage  determined 
either  in  the  first  instance  or  by  the  general  or 
special  Commissioners  on  objection  or  appeal,  he  may, 
within  four  months  of  that  determination,  require  the 
Commissioners  to  refer  the  question  of  the  percentage 
to  a referee  or  board  of  referees  to  be  appointed  for 
the  purpose  by  the  Treasury,  and  the  decision  of  the 
referee  or  board  shall  be  final  and  conclusive. 

10.  Nothing  in  these  rules  shall  render  a non- 
resident person  chargeable  in  the  name  of  a broker 
or  general  commission  agent,  or  in  the  name  of  an 
agent  not  being  an  authorised  person  carrying  on  the 
regular  agency  of  the  non-resident  person  or  a person 
chargeable  as  if  he  were  an  agent  in  pursuance  of 
these  rules,  in  respect  of  profits  or  gains  arising  from 
sales  or  transactions  carried  out  through  such  a 
broker  or  agent. 

11.  The  fact  that  a non-resident  person  executes 
sales  or  carries  out  transactions  with  other  non- 
residents in  circumstances  which  would  mako  him 
chargeable  in  pursuance  of  these  rules  in  the  name 
of  a resident  person  shall  not  of  itself  make  him 
chargeable  in  respect  of  profits  arising  from  those 
sales  or  transactions. 

12.  Where  a non-resident  person  is  chargeable  to 
income  tax  in  the  name  of  any  branch,  manager, 
agent,  factor  or  receiver  in  respect  of  any  profits  or 
gains  arising  from  the  sale  of  goods  or  produce  manu- 
factured or  produced  out  of  the  United  Kingdom  by 
the  non-resident  person,  the  person  in  whose  name  the 
non-resident  person  is  so  chargeable  may,  if  he  thinks 
fit,  apply  to  the  Commissioners  by  whom  the  assess- 
ment is  made,  or  in  case  of  an  appeal  to  the 
general  or  special  Commissioners,  to  have  the  assess- 
ment to  income  tax  in  respect  of  those  profits  or 
gains  made  or  amended  on  the  basis  of  the  profits 
which  might  reasonably  be  expected  to  have  been 
earned  by  a merchant  or,  where  the  goods  are  retailed 
by  or  on  behalf  of  the  manufacturer  or  producer,  by  a 
retailer  of  the  goods  sold,  who  had  bought  from  the 
manufacturer  or  producer  direct,  and  on  proof  to  the 
satisfaction  of  the  Commissioners  concerned  of  the 
amount  of  the  profits  on  the  basis  aforesaid,  the 
assessment  shall  be  made  or  amended  accordingly. 

13.  The  person  who  is  chargeable  in  respect  of  an 
incapacitated  person,  or  in  whose  name  a non-resident 
person  is  chargeable,  shall  be  answerable  for  all 
matters  required  to  be  done  under  this  Act  for  the 
purpose  of  assessment  and  payment  of  tax. 

14.  Any  person  who  has  been  charged  under  this 
Act  in  respect  of  any  incapacitated  or  non-resident 
person  as  aforesaid  may  retain,  out  of  money 
coming  into  his  hands  on  behalf  of  any  such  person, 
so  much  thereof  from  time  to  time  as  is  sufficient  to 
pay  the  tax  charged,  and  shall  be  indemnified  for  all 
such  payments  made  in  pursuance  of  this  Act. 
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Appendix  No.  24. 


Paper  handed  in  by  Major  Leonard  Darwin  on  8th  October,  1919,  (see  Q.  15,817). 

TABLE  INTENDED  TO  ILLUSTRATE  THE  METHOD  OF  ASSESSMENT  OF  INCOME  TAX  BY 
DIVIDING  THE  INCOME  INTO  A NUMBER  OF  SEPARATE  INCOMES. 


This  Table  is  intended  to  illustrate  the  method  of 
assessment  of  Income  Tax  by  dividing  the  income 
into  a number  of  separate  incomes.  The  figures  given 
are  merely  illustrative  and  do  not  indicate  the  rates 
of  taxation  held  to  be  desirable  or  practicable.  In 
the  case  of  married  couples  with  no  children  the  in- 
come is  to  be  divided  into  two  separately  taxable 
incomes;  with  two  children  into  three  incomes;  with 
four  children  into  four  incomes;  with  six  children 
into  five  incomes;  two  children  being  given  the  same 
weight  as  each  parent. 

Rates  of  taxation  on  each  separate  income,  up  to 
£100,  nil;  £100  to  £400,  3s.  6d.  in  £;  £400  to  £700, 
5s.  in  £ ; £700  to  £1,000,  6s.  6d.  in  £ ; over  £1,000, 
7s.  in  £. 


Total  Income. 
All  Earned. 

Single. 

Married. 

Divided 

into 

2 

incomes. 

2 

Children. 

Divided 

into 

3 

incomes. 

4 

Children. 

Divided 

into 

4 

incomes. 

6 

Children 

Divided. 

into 

5 

incomes. 

£ 

£ 

£ 

£ 

£ 

As  proposed 

26 

9 

0 

0 

0 

£250 

As  now  paidi 

15 

9 

4 

As  proposed 

77 

52 

35 

17 

0 

£500 

As  now  paid 

•15 

39 

35 

Total  Income. 
All  Earned. 

Single. 

Miarried. 

Divided 

into 

2 

incomes. 

Children. 

Divided 

into 

3 

incomes. 

4 

Children. 

Divided 

into 

4 

incomes. 

6 

Children. 

Divided 

into 

6 

incomes. 

£ 

£ 

£ 

£ 

£ 

As  proposed 

225 

155 

122 

105 

87 

As  now  paid 

150 

150 

150 

As  proposed 

1,625 

1,500 

1,375 

1,250 

1,125 

As  now  paid 

1,500 

1,500 

1,500 

1,500 

As  proposed 

3,375 

3,250 

3,125 

3,000 

2,875 

As  now  paid 

3,000 

3,000 

3,000 

3,000 

Rules  to  facilitate  calculations  of  taxation  on  each 
separate  income  on  proposed  plan. 

Incomes  below  £100,  nil. 

Between  £100  and  £400  per  annum,  excess  over 
£100  at  3s.  6d.  per  £. 

Between  £400  and  £700  per  annum,  £52  10s.  -f 
excess  over  £400  at  5s.  per  £. 

Between  £700  and  £1,000  per  annum,  £127  10s.  + 
excess  over  £700  at  6s.  6d.  per  £. 

Over  £1,000  per  annum,  £225  -f  excess  over  £1,000 
at  7s.  per  £. 


Appendix  No.  25. 


Paper  handed  in  by  Mr.  Max  Muspratt  on  9th  October,  1919,  (see  Q.  16,089). 

NOTES  UPON  THE  UNFAIRNESS  OF  THE  PRESENT  INCIDENCE  OF  INCOME  TAX .IN  CONNECTION 
WITH  THE  EXHAUSTION  OF  MINERALS  IN  THE  UNITED  ALKALI  COMPANY  S SPANISH 
MINES. 


1.  Up  to  1903  The  United  Alkali  Company  bought 
its  fundamental  raw  material  (which  comes  from 
Spain)  in  the  open  market.  Only  two  companies  had 
large  enough  supplies  for  its  requirements,  and  The 
United  Alkali  Company  was  seriously  handicapped 
by  the  rising  prices.  To  remedy  this,  they  bought  a 
mine  in  Spain,  containing  1,000,000  tons  of  pyrites, 
for  £200,000,  which  made  the  prime  cost  of  sulphur 
in  the  form  of  pytites  4s.  per  ton  of  pyrites. 

2.  The  real  cost  of  this  pyrites  when  it  enters  The 
United  Alkali  Company’s  sulphuric  acid  manufactory 
in  England  is  therefore — 

(a)  the  prime  cost  of  the  raw  material,  say  4s. 

per  ton,  plus 

(5)  the  cost  of  mining  (including  on-costs),  plus 

(c)  the  cost  of  transport  to  The  United  Alkali 

Company’s  works; 

but  the  present  incidence  of  Income  Tax  does  not 
permit  the  inclusion  of  (a),  which  appears  as  a charge 
for  exhaustion  of  minerals. 

3.  If  a person,  or  company,  embark  upon  a mining 
venture  by  purchasing  a mine  of  known  contents,  it 
is  obvious  that  as  a general  rule,  if  it  is  to  escape 
bankruptcy,  the  selling  price  must  include:  — 

(a)  the  prime  cost  of  the  mineral,  plus 

(6)  the  cost  of  mining  (including  on-costs),  plus 

(c)  the  cost  of  transport  to  the  point  of  delivery, 

plus 

(d)  profit, 

ana  if  The  United  Alkali  Company  buys  its  pyrites 
from  a mining  company  it  is  permitted  to  debit  to 


its  cost  of  producing  sulphuric  acid  (i.e.,  to  revenue) 
the  combined  cost  of  (a)  plus  (b)  plus  (c)  plus  ( d ) 
before  arriving  at  its  profit. 

4.  If,  however,  the  United  Alkali  Company  buys 
its  pyrites  in  the  form  of  a Spanish  mine,  in  order 
to  ensure  sufficient  supplies,  or  to  escape  an  undue 
charge  from  the  mining  company  for  profit,  thereby 
in  the  latter  case  increasing  its  profit,  and  therefore 
its  taxable  capacity,  it  is  precluded  from  debiting  to 
revenue  the  prime  cost  of  the  raw  material  (i.e., 
pyrites  in  the  ground)  and  left  with  a wasting  asset, 
and  no  means,  opposite  Income  Tax,  of  recouping  its 
original  purchase  of  the  raw  material,  which  in  the 
case  of  a purchase  of  sulphur  from  the  Italian  or 
U.S.A.  manufacturer,  it  is  permitted  to  do.  The 
Income  Tax  in  this  case  is  a fine  on  its  action  in  re- 
lieving itself  of  an  onerous  monopoly. 

5.  To  show  the  seriousness  of  the  position,  I wish 
to  state  that  The  United  Alkali  Company  purchased 
further  mines  and  a mineral  railway  which  is  of  no 
value  when  the  mines  are  exhausted.  In  all  they 
have  spent  about  a million,  and  in  amortising  this 
they  will  be  deprived  by  taxation  at  the  rate  of 
£300,000  of  their  working  capital. 

6.  It  is  to  be  noted  that  the  principle  for  which 
The  United  Alkali  Company  is  contending  is  admitted 
with  regard  to  Excess  Profits  Duty  in  that  a class 
of  trade  dealing  with  a wasting  asset  is  specifically 
empowered  to  apply  to  the  Board  of  Referees  for  an 
increase  in  the  percentage  standard,  and  as  a matter 
of  fact  the  appropriate  corresponding  increase  in  the 
statutory  percentage  is  recognized  by  the  Board  of 
Inland  Revenue. 
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Appendix  No.  26. 


Paper  handed  in  by  Mr.  P.  D.  Leake  on  9th  October,  1919,  (see  Q.  16,436). 
MINE  DEVELOPMENT  AND  INCOME  TAX. 

( Statement  by  Mr.  G.  F.  Dawkins  of  The  Consolidated  Goldfields  of  South  Africa,  Ltd.) 


1.  The  treatment  of  this  account  by  the  Income  Tax 
authorities  should  be  on  more  definite  lines  and  not 
left  as  it  is  to-day  to  the  individual  views  of  the  Sur- 
veyors, some  of  whom  class  it  under  depreciation  and 
allow  an  arbitrary  rate  against  profits  irrespective 
of  the  tonnage  milled;  others  refuse  to  recognize 
development  prior  to  crushing,  claiming  that  such 
expenditure  is  capital,  and  allow  only  the  annual 
cost  of  winning  ore  in  the  year  of  its  recovery.  The 
ideal  system  described  later  has  been,  however,  ad- 
mitted by  all  Surveyors  with  whom  I have  had  deal- 
ings, in  some  cases  very  readily,  in  others  only  after 
strong  insistence  on  the  method. 

2.  Before  starting  a battery  of  stamps  the  cautious 
mining  engineer  insists  on  at  least  two  years’ 
supply  of  ore  being  developed,  and  endeavours  to  keep 
his  subsequent  development  two  years  ahead  of  the 
battery.  In  the  early  days  of  developing  a mine 
after  the  shafts  have  reached  the  reefs — the  cost  of 
such  shafts  under  a decision  in  1875,  confirmed  in 
Coltness  Iron  Co.  v.  Black  1881,  and  thus  antiquated, 
being  treated  as  capital  expenditure — a large  amount 
of  “ dead  work,”  as  the  engineer  terms  it,  lias  to  be 
done  in  opening  up  the  ore  body;  this  “ dead  work,” 
consisting  of  levels,  rises,  cross  cuts,  winzes,  etc.,  is 
of  the  utmost  value  to  subsequent  development,  but, 
charged  as  it  is  against  the  two  years’  supply  of  ore 
opened  up,  means  an  abnormal  rate  per  ton,  in 
addition  to  which  getting  familiar  with  the  ore  body 
and  the  best  methods  of  developing  same  means 
additional  cost. 

3.  Under  these  circumstances  it  would  be 
obviously  unfair  to  the  shareholder  of  to-day  to 
charge  this  abnormal  rate  against  the  earlier  crush- 
ings,  and  it  is  averaged  with  the  current  cost  of 


development  as  follows:  — 

Original  development — £ 

200.000  tons  at  5s.  50,000 

Developed  during  first  year  of  crushing — 

100.000  tons  at  Is.  ...  ...  ...  5,000 

average,  3s.  8d.  55,000 


less  £ 

50.000  tons  crushed  at  3s.  8d 9,166 

250,000  tons  at  3s.  8d.  45,833 

Developed  during  second  year  of  crushing 

100.000  at  Is 5,000 

average,  2s.  lid.  50,833 

deduct  100,000  tons  crushed  at  2s.  lid.  ...  14,583 

36,250 


4.  Thus  the  deduction  allowed  for  the  second  year, 
when  the  outlay  is  £5,000,  amounts  to  £14,583,  and 
the  position  of  the  development  account  at  the  end  of 
that  year  is  250,000  tons  developed  at  an  average 
cost  of  2s.  lid.,  subsequent  years’  current  develop- 
ment, at  say  Is.,  further  reducing  the  average  until 
current  cost  is  reached. 

5.  Variations  of  this  method  will  suggest  them- 
selves for  adoption  to  meet  financial  needs;  for  in- 
stance, the  abnormal  cost  of  original  development 
could  be  spread  over,  say,  five  years  and  averaged, 
producing  a lower  rate  for  charge  to  profit  and  loss 
account  than  3s.  8d.  However,  the  principle  should 
be  granted  by  the  Income  Tax  authorities  of  every 
penny  of  expenditure  on  development  being  allowed 
as  a charge  against  profits,  even  if  the  deferment  of 
charge  for  original  development  leaves  a sum  in  tho 
balance-sheet  to  be  charged  against  the  last  year’s 
profit  of  a mine  the  ore  body  of  which  has  suddenly 
“ pinched  out,”  and  the  charge  for  which  results  in 
the  profit  of  the  year  being  absorbed  by  a charge  for 
development  incurred  in  past  years  and  not  hitherto 
redeemed. 


Appendix  No.  27. 


Paper  handed  in  by  Mr.  Arthur  E.  Beck  on  10th  October,  1919,  (seeQ.  17,134). 


1.  The  proposition  which  I have  to  lay  before  you, 
although  new  in  itself,  is  in  no  way  a violation  of 
any  recognized  principles  in  the  government  of  this 
country.  It  is  in  fact  an  application  and  extension 
of  principles  which  have  been  in  existence  for  a very 
long  time. 

2.  In  the  first  Poor  Law  in  the  reign  of  Elizabeth, 
the  State  undertook  a liability  to  each  individual  to 
maintain  him  or  her  upon  the  failure  of  income,  ir- 
respective of  the  cause  of  such  failure,  and  to  raise 
the  cost  of  such  liability  by  a tax  upon  others.  The 
benefits  given  by  the  State  to  the  individual  were 
not  even  dependent  upon  any  past  payment  or  act  of 
that  individual.  In  later  years,  by  the  National 
Health  Insurance  Act,  the  State,  acting  through  Ap- 
proved Societies,  accepted  certain  other  liabilities 
to  the  individual,  but  made  such  liability  contingent 
upon  previous  payments  by  the  same  individual.  It 
made  those  payments  compulsory,  and  it  even  en- 
forced some  payment  from  those  who  were  not  direct 
beneficiaries.  It  also  obtained  payment  for  the  bene- 
fits given,  by  a compulsory  deduction  from  the  wage. 

3.  The  proposition  I submit  is  therefore  covered, 
in  principle,  by  the  past  and  existent  Acts  of  the 
State.  There  are  only  two  new  features  in  the  pro- 


position which  I make;  one  is,  making  the  payments 
made  and  the  benefits  given  part  of  a general  scheme 
of  taxation;  the  other  is,  creating  an  income  to  the 
State  for  other  purposes  by  such  means.  These  are, 
however,  but  minor  objections  and  should  form  no 
bar  to  the  free  consideration  of  the  proposition  upon 
its  merits. 

4.  The  Income  Tax  has  long  been  regarded  by 
people  of  all  classes  as  being  the  most  just  of  all  taxes. 
It  is  the  only  means  by  which  the  payment  to  the 
State  can  be  at  all  proportioned  to  the  general  bene- 
fits received  by  the  individual  from  the  State.  The 
section  which  is  most  opposed  to  the  present  form  of 
government  has  even  for  a long  time  advocated  a 
single  tax,  which  of  course  would  have  had  to  be 
proportioned  to  the  individual  ability  to  pay.  I 
mention  this  because  that  which  exists  as  a wide- 
spread impression  among  the  people  has  political 
value  and  significance  when  it  is  sought  to  introduce 
anything  new.  To  be  actually  just  or  equitable,  the 
Income  Tax  must  be  all  inclusive;  the  taxation  of  a 
section  only  for  the  benefit  of  the  whole  is  recog- 
nized, even  if  expedient,  to  be  unjust.  More 
especially  is  this  so  when  those  taxed  are  a 
numerically  small  fraction  of  the  community. 
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5.  The  present  system  is  productive  of  very  grave 
danger;  it  divides  the  community  into  two  distinct 
alien  groups,  the  one  which  votes  the  money  away, 
and  the  other  which  pays.  There  is  a double 
danger  in  this ; the  first  is  that  the  voters  in  this 
country  who  do  not  pay  direct  Income  Tax  develop 
the  idea  that  they  can  enter  upon  any  national  ex- 
penditure without  its  affecting  or  reacting  upon  them ; 
the  second  is  that  those  either  capable  of  earning 
larger  incomes  or  having  capital  may  find  the  condi- 
tions in  this  country  growing  more  irksome,  and 
may  transfer  their  energies  and  capital  to  another 
country,  and  some  capital  is  sufficiently  fluid  to  per- 
mit of  this  transference.  The  result  must  be  a 
higher  rate  of  interest  to  induce  other  necessary 
capital  to  remain — both  this  and  the  unbridled  ex- 
penditure of  the  voter  must  increase  the  cost  of  pro- 
duction in  our  country. 

6.  Every  statesman  recognizes  this,  but  the  at- 
tempt to  include  all  incomes  in  even  a graduated  In- 
come Tax  is  a task  too  great  for  any  Government  in 
our  time  to  undertake.  It  would  arouse  such 
organised  opposition  that  no  Government  could  sur- 
vive it,  and  no  political  party  which  made  the  at- 
tempt would  return  to  power  within  a generation. 
The  present  Government  finds  itself  even  unable  to 
resist  the  demand  for  increased  or  new  abatements 
for  different  reasons  and  purposes,  and  members  of 
Parliament  all  over  the  country  are  being  asked  to 
support  a total  abatement  of  Income  Tax  upon  all 
incomes  under  £250  per  annum,  and  this  serious  divi- 
sion in  the  State,  under  present  circumstances,  will 
not  only  continue  but  will  grow.  Anything  which 
will  prevent  it  is  worthy  of  consideration,  and  the 
proposition  which  I now  submit  to  you  has  for  its 
primary  purpose  making  the  recipients  of  the  smaller 
incomes — those  at  present  wholly  free  or  subject 
largely  to  abatement — willing  to  pay  Income  Tax. 
It  is  an  incident,  although  an  exceedingly  important 
one,  that  it  brings  other  advantages  in  its  train.  I 
realize  that  unless  the  proposition  brings  some  special 
benefit  to  the  working  classes  and  the  small  income- 
producer  it  would  never  be  possible  to  pass  it  into 
law,  and  that  such  benefit  should  be  one  which  is,  in 
the  mass,  unprocurable  elsewhere,  and  one  which  the 
working  classes  in  the  main  value  so  highly  that  they 
would  be  willing  to  pay  to  obtain;  and  also  that  the 
proposition  could  not  properly  come  before  this  Com- 
mission unless  it  created  a margin  for  the  Revenue 
which  it  could  properly  regard  as  taxation,  and 
unless  the  net  income  of  the  State  from  the  Income 
Tax  were  larger  by  the  adoption  of  the  proposition 
than  it  could  be  without  it. 

7.  It  is  because  my  proposition  complies  with  all 
these  requirements  and  brings  also  certain  other  ad- 
vantages both  to  the  State  and  to  the  individual — to 
which  I shall  refer  more  fully  later — that  I earnestly 
submit  it  to  you  for  your  consideration.  It  is  as 
follows  : — 

every  earner  of  income  should  pay  Income 
Tax,  whether  the  income  be  large  or  small,  from 
the  first  to  the  last  pound  in  that  income;  the 
rate  of  the  tax  (upon  each  pound  of  income) 
would  be  graduated  in  a steadily  rising  scale  so 
that  the  larger  incomes  paid  the  higher  rate,  but 
so  that  even  the  smallest  income  paid  tax  suffi- 
cient to  more  than  cover  the  full  cost  of  the  bene- 
fits extended  by  the  Government  to  the  taxpayer 
under  this  scheme. 

8.  The  smallest  earned  incomes,  those  under  £100 
a year,  should  pay  Is.  in  the  pound  tax,  and  it  is  for 
me  to  show  you  that  even  in  this  case  the  money  so 
paid  would  be  sufficient  not  only  to  cover  the  costs  of 
the  suggested  benefits,  but  leave  some  margin,  even 
if  not  very  large,  as  added  income  to  the  State.  In- 
comes over  £100  and  below  £200  should  pay  Is.  3d.  in 
the  pound  as  tax,  and  in  this  case  whatever  margin 
existed  in  the  Is.  which  would  be  paid  on  the  smallest 
incomes  would  be  added  to  by  the  additional  3d.  in 
the  pound.  Incomes  between  £200  and  £300  would 
pay  Is.  6d.,  and  an  increased  addition  to  income 
arising  out  of  the  tax  would  result.  Incomes  be- 
tween £300  and  £400  would  pay  Is.  9d.,  and  incomes 
between  £400  and  £500  would  pay  2s.  I suggest 
that  this  rate  of  increase  in  the  amount  of  the  tax 


might  be  continued  up  to  incomes  of  £2,000  a year, 
but  thi3  rate  of  increase  above  £500  forms  no  integral 
part  of  my  scheme.  Even  the  rate  of  increase  from 
the  smallest  incomes  up  to  £500  could,  if  thought  ad- 
visable, be  adjusted  without  impairing  the  prac- 
ticability of  the  proposition.  I do,  however,  most 
earnestly  suggest  that  if  a perfectly  steady  rate  of 
increase  can  be  adopted  it  will  have  great  political 
value  and  remove  any  possible  objection  from  the  im- 
pression that  the  smaller  incomes  paid  dispropor- 
tionately, or  that  the  benefits  received  under  this 
scheme  were  added  to  and  not  included  in  the  tax. 

9.  No  abatements  of  any  kind  would  be  allowed, 
excepting  Life  Assurance,  as  at  present ; maintaining 
an  elderly  relative,  as  at  present;  and,  in  the  case 
where  a woman  was  already  widowed,  she  should  be 
free  of  tax  where  her  income  did  not  reach  £150  a 
year.  The  present  abatement  of  £130  is  largely  em- 
bodied in  the  smaller  incomes  by  the  reduced  scale  of 
tax.  The  special  abatements  for  wife  and  children 
would  not  be  continued: — it  being  an  unarguable  fact 
that  the  widow  after  the  death  of  the  husband  has 
needs  much  greater  than  husband  and  wife  during  the 
life  of  the  husband.  Similarly,  it  is  more  important 
both  to  the  family  and  to  the  father  of  the  family 
that  the  children  should  be  wholly  provided  for  in  the 
event  of  the  death  of  the  father  than  that  he  should 
have  some  trifling  allowance  on  their  account  during 
his  life.  The  suggested  abatement  to  widows  who 
have  not  received  and  cannot  receive  benefit  under 
this  scheme  is  just — the  scheme  is  largely  to  benefit 
their  class — and  it  would  be  inconsistent  to  tax  them 
for  a benefit  they  can  never  receive  and  to  impair 
the  very  condition  we  seek  to  improve.  Unearned 
income  should  be  taxed  3d.  in  the  pound  more  than 
earned  income  in  incomes  below  £500,  6d.  in  the 
pound  in  incomes  between  £500  and  £1,000,  and  9d. 
in  the  pound  in  incomes  above  £1,000.  The  absence 
of  all  rebate  would  leave  a larger  income  arising  to 
the  State  upon  unearned  incomes,  which  are  at  pre- 
sent subject  to  abatement. 

10.  In  return  to  the  taxpayer  for  the  alterations 
which  I have  set  out,  I suggest  that  the  Government 
should,  in  the  event  of  the  death  of  any  married  male 
Income  Tax  payer,  qontinue  to  his  widow  one-half  the 
average  earned  income  upon  which  he  had  paid  tax 
so  long  as  she  had  children  below  16  years  of  age,  or 
one-third  if  she  be  childless  or  have  no  children  alive 
under  that  age,  and  should  continue  such  payment 
until  she  dies  or  re-marries.  Childless  widows  whose 
marriage  has  lasted  under  one  year  should  receive 
only  one-third  benefit;  above  one  year  and  under  two 
years,  two-thirds  benefit;  and  above  two  years,  full 
benefit.  Young  widows  who  are  without  children, 
and  whose  absence  from  their  previous  form  of  life 
has  not  been  long,  can  usually  return  to  their  pre- 
vious conditions  without  much  loss;  and  as  the  prin- 
ciple in  the  giving  of  benefits  is  to  compensate  for 
loss  actually  incurred,  it  would  be  unfair  to  others 
and  unwise  not  to  limit  in  some  such  way  the  com- 
pensation to  the  measure  of  the  loss. 

11.  The  State  should  also  continue  to  every 
Bpinster  who  arrives  at  the  age  of  60  years  one-half 
of  the  average  yearly  earned  income  upon  which  she 
had  paid  tax.  A man  will  be  willing  to  pay  in  order 
to  secure  the  future  of  his  wife  and  family,  and  a 
woman  will  be  willing  to  pay  to  a fund  which  secures 
lier  future  in  any  event.  If  she  marries  she  has  the 
husband  to  support  her,  if  he  dies  she  has  her  widow’s 
portion  continued  by  the  State,  and  if  she  never 
marries  then  when  her  earning  powers  are  drawing 
in  she  will  have  an  addition  to  her  income  which 
should  leave  her  above  want. 

12.  The  limit  of  payment  by  the  State  to  any  widow 
with  children,  or  spinster,  should  be  £250  per  annum, 
and  to  any  widow  with  no  children  below  the  age  of 
16  years  £166.  The  average  earned  income  upon 
which  tax  has  been  paid  during  the  years  of  such 
payments  shall  be  reckoned  as  the  income  of  the 
taxpayer  for  the  purpose  of  this  scheme,  but  when 
the  inclusion  of  payments  made  below  20  years  of  age 
would  reduce  such  average  they  should  not  bo 
reckoned.  The  benefits  should  accrue  at  the  rate  of 
one-third  for  each  completed  year’s  payments  (up 
to  three  years)  after  the  passing  of  the  Act.  It 
might  be  possible  to  maike  either  one-quarter  or  one- 
fifth  of  the  benefits  accrue  eaqh  of  the  first  foqr  qr 
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five  years  of  payment,  and  to  extend  to  either  four  or 
five  years  the  period  before  the  full  benefits  became 
payable,  but  the  working  classes  do  not  like  deferred 
benefits,  and  as  the  financial  burdens  of  the  scheme 
can  be  met  by  the  shorter  period  being  adopted  it 
is  suggested  that  preference  be  given  to  it. 

13.  From  my  knowledge  of  the  working  classes 
and  from  my  experience  when  I have  expounded  the 
scheme  to  those  whom  I have  purposely  met,  I can 
state  that  the  large  majority  would  sincerely  welcome 
the  scheme.  There  may  be  some  who  would  not, 
but  they  would  get  very  little  sympathy  in  any 
opposition,  for  such  opposition  by  any  man  would 
be  equal  to  a declaration  that  he  was  more  indifferent 
than  other  men  to  the  future  condition  of  his  wife 
and  family,  and  so  indifferent  as  to  wish  to  evade  so 
small  a payment  to  secure  it.  The  working  classes 
are  used  to  paying  very  considerable  sums  into  clubs, 
Friendly  Societies  and  insurance  companies  to  secure 
proportionately  small  benefits,  and  the  idea  of  making 
provision  is  more  in  their  minds  than  our  rulers 
usually  conceive.  It  is  quite  certain  that  any  object- 
ing member  of  the  working  classes  dare  not  object 
at  home,  that  women  as  a whole  would  be  in  favour 
of  the  project  and  any  Government  adopting  it 
could  fall  back  safely  upon  the  fact  that  women 
form  nearly  half  of  the  voters  of  the  country.  Again 
the  view  that  the  working  classes  were  paying  a 
much  smaller  proportionate  tax  than  those  whose 
income  was  larger,  and  that  they  were  receiving 
larger  proportionate  benefits  than  the  classes  above 
them  would  doubtless  predispose  many  to  the  matter. 

14.  Before  I place  before  you  the  figures  proving 
that  the  scheme  is  sound  from  an  actuarial  stand- 
point, I would  like  to  refer  in  more  detail,  even  to 
recapitulate  the  benefits  which  could  arise  to  our 
nation  by  the  adoption  of  the  proposition.  It  would 
create  and  establish  a new  feeling  among  men,  each 
would  feel  that  the  more  direct  interest  of  each  of 
them  in  the  State  established  a community  of  in- 
terest between  him  and  his  fellow.  It  would  bring 
men  into  closer  touch  with  the  State  and  give  them 
a new  and  vital  interest  in  its  finance,  its  solvency, 
and  its  economy,  in  fact  in  almost  all  its  acts.  It 
would  make  men  interested  in  the  stability  of 
government,  they  would  each  realize  that  the  security 
of  their  family,  children  and  home  was  dependent 
upon  the  security  of  the  State.  It  would  make  men 
willing  to  fight  for  the  State  and  to  oppose  dis- 
ruption from  within  or  without,  and  for  the  first 
time  the  passes  would  feel  they  had  a vested  interest 
in  the  State.  It  would  give  men  and  women  a new 
outlook  on  life — the  present  would  be  happier  because 
the  future  would  be  secure. 

15.  To  the  young  married  man  there  is  at  the  back 
of  his  mind  the  question  he  dare  not  ask  because  he 
cannot  face  the  answer:  what  would  become  of  his 
wife  and  children  in  the  event  of  his  death?  It  is 
the  ever  present  grey  cloud  in  the  minds  of  the 
thoughtful,  and  the  more  the  man  loves  his  wife 
and  children  the  more  his  mind  recoils  from  the 
thought.  This  scheme  would  dissolve  the  cloud,  it 
would  make  him  dare  to  look  forward  to  the 
future,  it  would  make  him  more  contented,  and 
it  would  improve  the  mental,  moral,  and  physical 
condition  of  the  best  of  the  rising  generation.  Then 
to  the  man  who  was  more  advanced  in  life,  who  had 
been  unable  to  make  provision,  the  fact  that  his 
previous  payments  to  the  State  would  be  the  base 
of  the  bond  between  it  and  him  by  which  his  home 
would  be  kept  together  and  his  widow  maintained 
would  create  a new  feeling  in  his  life. 

16.  It  would  improve  the  community  as  a whole, 
for  the  splitting  up  of  the  home  on  the  death  of  the 
breadwinner  and  the  distribution  of  the  children 
away  from  the  influence  of  the  parent’s  home  is  a 
national  as  well  as  a personal  loss,  and  the  prevention 
of  it  will  cause  better  men  and  better  women.  The 
thoughtless  and  improvident  marry  early  and  have 
unrestricted  families,  the  more  responsible  frequently 
defer  marriage  or  restrict  their  families  if  married, 
this  causes  racial  depreciation.  If  the  scheme  merely 
prevented  this,  as  it  would  do,  it  would  largely 
justify  its  adoption.  It  would  bring  the  women  of 
the  kingdom  into  closer  and  more  intelligent  touch 
yutfr  its  government,  and  direct  the  political  power 


newly  given  them  towards  good  and  stable  govern- 
ment, their  future  security  would  lie  in  national 
stability.  The  scheme  should  be  adopted  because  it 
will  by  means  of  the  Income  Tax  raise  a larger 
national  revenue  than  is  possible  without  it,  but  it 
is  impossible  to  think  that  the  other  benefits  which 
result  can  be  regarded  as  any  deterrent  to  its 
acceptance. 

17.  The  question  remains  however;  can  it  be  done? 
Is  it  financially  possible?  I would  like  to  call  atten- 
tion to  the  following  circumstances : — 

(1)  almost  half  the  husbands  outlive  their  wives. 

The  payments  therefore  would  be  received 
from  all,  but  the  benefits  would  be  claimed 
by  practically  half; 

(2)  the  tax  would  be  paid  on  either  twice — or,  in 

the  case  of  widows  without  children,  three 
times— the  amount  upon  which  benefits 
were  disbursed; 

(3)  the  average  period  during  which  a man  paid 

Income  Tax  (taken  as  the  expectancy  of 
life  at  20)  is  39£  years,  whilst  the  average 
period  of  life  of  a widow  after  her  hus- 
band’s death  is  not  materially  above  10 
years;  the  payments  to  the  State  are  there- 
fore roughly  four  times  as  many  as  the 
payments  by  the  State; 

(4)  many  men  never  marry. 

18.  I propose  now  to  submit  to  you  the  method 
I adopted  in  ascertaining  the  amount  out  of  the 
Income  Tax  collected  which  it  was  necessary  to  be 
set  on  one  side  in  order  to  cover  the  benefits  pro- 
posed under  this  scheme.  I took  the  expectancy  of 
life  of  male  and  female  at  20  as  embodying  and  assess- 
ing the  comparative  mortality  of  the  two  sexes  for 
the  remainder  of  their  lives.  I found  this  to  be, 
male  39*4,  female  41-6.  It  followed,  therefore,  that 
out  of  810  men  married,  394  men  would  outlive  their 
wives,  whilst  416  women  would  outlive  their  hus- 
bands ; that  is  to  say,  payments  of  tax  would  be 
received  from  810  and  benefits  claimed  by  416.  With 
regard  to  2,  I found  that  in  the  census  of  1911  the 
number  of  widows  under  55  years  old  was  419,046, 
and  those  above  945,848.  I found  that  upon  two 
necessary  factors  I could  get  no  absolute  information, 
one,  the  number  of  marriages  which  were  childless, 
and  the  other,  the  average  age  of  women  when  their 
last  child  was  born.  I therefore  obtained  the  opinion 
of  a number  of  doctors  (actually  16)  and  from  it  I 
learned  that  their  consensus  of  opinion  was  that  on,e 
in  seven  marriages  produced  either  no  children  or 
none  who  lived,  and,  further,  that  the  average  .age 
of  the  mother  where  the  last  child  was  born  was  in 
her  fortieth  year.  Accepting  these  two  estimates, 
the  average  payment  to  each  widow  for  every  pound 
of  income  upon  which  her  deceased  husband  had  paid 
tax  would  be  7s.  7d.  I would  point  out  that  even  a 
considerable  variation  of  the  estimate  would  make 
only  a slight  variation  of  this  amount,  and  that 
very  little  risk  is  entailed  in  accepting  it.  As  to 
the  proportion  of  men  who  never  marry,  I found 
that  the  proportion  of  single  men  above  20  years 
of  age  to  married  of  the  same  age  up  to  70  was 
in  no  case  less  than  one-tenth,  whilst  for  the  mean 
of  the  ages  in  between  it  averaged  16-4  per  cent.  It 
is  therefore  safe  to  calculate  on  the  most  unfavour- 
able figures  and  to  state  that  one-tenth  of  men  do 
not  marry. 

19.  When  I tried  to  get  reliable  data  to  establish 
a relationship  between  the  number  of  years  the 
man  would  be  paying  tax  and  the  number  of  years 
the  widow  would  be  receiving  benefit,  I found  that 
if  I took  the  male  expectancy  of  life  at  20  I might 
get  the  average  of  the  former,  but  the  latter  I could 
not  obtain  from  any  statistical  paper  or  census  at 
all.  The  opinion  of  the  Life  Assurance  experts  whom 
I consulted  was  that  it  was  between  10  and  11  years, 
i.e.,  for  one  widow  who  died  one  year  after  her 
husband,  one  would  live  20  years,  but  as  thiB  point 
was  more  important  than  those  upon  which  I had 
accepted  estimates  from  medical  men,  I determined 
to  deal  with  the  proposition  another  way,  and  I am 
able  to  place  before  you  in  unarguable  form  the 
income  as  it  would  have  been  had  the  scheme  been 
in  operation  in  1912,  based  upon  the  census  of  1911, 
and  the  figures  supplied  to  me  by  the  Ministry  of 
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Health,  and  ascertained  from  the  Statesman’s  Year 
Book.  The  amount  of  income  of  each  person  is  not 
material,  it  is  necessary  to  show  that  the  tax  paid 
upon  each  individual  pound  of  income  is  sufficient 
to  discharge  the  liability  arising  out  of  that  pound 
of  income.  It  is  like  the  tables  used  by  assurance 
companies,  it  establishes  a rate  of  premium  which 
applies  to  all  amounts. 

20.  The  statement  which  I now  submit  to  you  is 
calculated  as  though  each  person  had  an  income  of 
£1  only — the  same  calculations  which  affect  the  first 
pound  of  income  affect  each  subsequent  pound,  the 
numhor  not  affecting  the  position  in  any  way.  In 
my  original  method  of  calculation  the  proposition 
resolved  itself  into  the  question : what  sum  will  810 
men  have  to  pay  for  39J  years  to  provide  416  women 
with  7s.  7d.  per  week  for  10£  years,  the  answer  is 
11  -8d.  When  I take  the  wider  and  more  certain 
view  I find  the  result  10-89,  or  practically  Id.  in 
the  pound  less.  The  reason  of  this  difference  is  that 
in  the  one  case  the  income  of  the  man  only  is  con- 
sidered, whilst  in  the  other  whatever  income  is  earned 
by  women  before  marriage  is  included.  All  persons 
who  are  creating  income  would  he  payers.  Fortun- 
ately this  number  can  be  ascertained  within  very 
narrow  limits  of  error.  An  addition  of  the  number 
of  employed  persons  as  registered  under  the  National 
Health  Insurance  Act,  added  to  the  number  paying 
Income  Tax  apart  from  manual  workers,  will  give 
the  number  from  whom  income  would  be  derived. 
It  is  true  that  there  are  many  self  employers  and 
small  tradesmen  who  are  not  included  in  either,  but 
this  number  whether  small  or  large  would  add  a 
further  margin  of  safety  to  the  calculation. 

21.  I am  informed  by  the  Ministry  of  Health  that 
the  total  number  of  persons  insured  under  National 
Health  Insurance  Acts  in  1912  was  10,797,000 ; 
7,484,000  being  men  and  3,313,000  being  women. 

I learn  that  in  the  same  year  the  number  of  assess- 
ments on  persons,  excluding  employees,  for  the  year 
ending  5th  April,  1912,  was  452,496. 

The  number  of  assessments  on  firms  for  the  same 
year  was  54,732. 

The  number  of  assessments  on  employees  for  the 
same  year  was  664,786,  making  a total  of  1,172,014, 
but  as  some  of  these  assessments  overlap  I have  been 
advised  to  put  the  number  at  1,000,000  as  being  a 
safe  estimate,  especially  as  the  numbers  given  do  not 
include  the  persons  whose  incomes  are  solely  derived 
under  Schedules  A and  B. 

To  these  have  to  be  added  the  number  of  the 
Army  and  Navy  serving  abroad. 

The  Army  Estimates  for  the  year  1911-12  give  the 
number  of  all  ranks  serving  abroad  as  121,406.  I 
have  been  unable  to  obtain  the  number  of  the  men 
in  the  Navy  abroad,  but  the  Statesman’s  Year  Book 
for  1918,  page  12,  in  a table  showing  the  distribution 
of  population  at  the  census  taken  in  1911,  gives  tile' 
number  of  Army  and  Navy  abroad  as  145,729,  which 
figure  I have  taken  for  the  purpose  of  this  calcula- 
tion. The  total  contributors,  had  the  scheme  been 
existent  in  1912,  would  therefore  have  been  11,942,729 
It  would  not  affect  the  proposition  if  the  Army  and 
Navy  or  any  particular  section  of  the  community 
were  excluded  from  the  operation  of  the  scheme,  as 
it  would  exclude  both  the  income  from  that  section 
and  the  liability  arising  out  of  that  income.  So 
long  as  the  state  of  society  undergoes  no  funda- 
mental change  the  relationship  of  the  numbers  of 
those  earning  money  over  20  years  of  age  to  the 
number  of  widows  in  the  country  will  be  stable,  so 
the  figures  of  both  as  ascertained  for  the  year  1912 
will  be  a safe  base  to  apply  to  the  future. 

22.  The  census  of  1911  gives  the  total  number  of 
widows  in  England  and  Wales  as  1,364,894,  of  these 
419,046  were  under  55  years  last  birthday,  and 
945,848  were  above  that  age.  For  the  purpose  of 
submitting  this  proposal  I have  taken  every  widow 
as  constituting  a liability.  We  know  of  course  that 
many  were  the  wives  of  men  who  lived  on  unearned 
income  and  therefore  could  not  be  a liability,  also 
that  in  a large  number  of  cases  the  woman  has  sup- 
ported the  man,  and  that  a certain  number  would 
be  widows  of  those  who  have  neither  paid  Income 
Tax  in  the  past  nor  been  insured  under  the  National 


Health  Insurance  Acts.  All  these,  however,  can  he 
disregarded  in  the  initial  calculation  or  treated  as 
simply  increasing  the  margin  of  safety  in  the 
calculation. 

23.  The  census  of  1911  gives  the  number  of 
spinsters  in  the  country  above  60  years  of  age  as 
90,688.  Of  these  it  is  estimated  that  60  per  cent, 
have  earned  their  own  living,  but  as  my  suggestion 
is  that  all  incomes  should  be  taxed,  and  as  it  is 
quite  impossible  to  know  when  a young  woman  is 
earning  money  whether  she  will  in  the  future  marry 
or  remain  permanently  a spinster,  it  would  impose  a 
hardship  if  in  the  latter  event  her  income  were 
taxed  to  provide  security  for  the  married  woman — a 
benefit  in  which  she  could  not  share.  It  might  of 
course  be  argued  that  the  same  argument  might 
apply  to  the  male  bachelor,  hut  in  his  case  the  con- 
dition is  largely  optional,  whilst  in  the  case  of  the 
spinster — with  more  women  than  men  in  our  society 
— it  is  not  optional.  The  margin  available  for  taxa- 
tion is  undoubtedly  larger  in  the  bachelor’s  than  in 
the  spinster’s  income.  It  therefore  becomes  necessary 
to  give  some  benefit  to  the  spinster  as  such,  and 
I suggest  that  the  State  shall  continue  one-half  of 
the  average  income  upon  which  she  has  paid  tax  to 
her  for  the  rest  of  her  life  when  she  arrives  at  the 
age  of  60. 

24.  In  order  to  put  before  you  the  practicability 
of  this  and  the  fact  -that  the  proposed  benefits  to 
spinsters  would  be  more  than  covered  by  the  pay- 
ments received  from  them  as  a class,  I have  taken 
the  number  of  women  who  would  he  necessary  to  be 
alive  after  20  years  of  age  to  produce  90,688  spinsters 
at  the  age  of  60,  and  I have  assumed  that  each  has 
paid  Income  Tax  each  year,  and  that  in  such  tax 
10-89d.  has  been  set  aside  to  cover  the  cost  of  the 
proposed  benefit,  and  I find  that  on  a compound 
interest  of  5 per  cent,  each  spinster  could  receive 
as  a pension  after  the  age  of  60,  14s.  9d.  in  the 
pound  instead  of  10s.  suggested,  bo  that  the  State 
would  receive  4s.  9d.  either  as  extra  income  or  as 
bolstering  up  the  other  portion  of  the  scheme.  It  is 
no  part  of  my  scheme  or  proposition  to  consider 
compound  interest  at  all,  I only  do  so  in  the  case  of 
spinsters  in  order  to  establish  some  equity  in  the 
benefits  as  between  the  woman  who  has  paid  for  her- 
self and  the  other  who  has  had  men  to  pay  for  her. 

25.  We  have  as  a net  result  of  what  I have  set  out 
the  fact  that  there  are  11,942,729  persons  who  would 
be  paying,  and  if  they  each  paid  10-89d.  (or 
slightly  under  lid.)  on  the  first  pound  of  their  in- 
comes it  would  amount  to  £542,034  10s.,  which  would 
provide  the  following  payments:  — 

Widows  under  55  with  children — £ s.  d. 

359,183  at  10s 179,591  10  0 

Widows  under  55  without  children — 

59,863  at  6s.  8d 19,954  6 8 

Widows  over  55  without  children — 

945,848  at  6s.  8d 315,282  13  4 

Spinsters  over  60 — 

54,412  at  10s 27,206  0 0 


£542,034  10  0 


26.  Thus  the  payments  on  the  first  pound  of  in- 
come would  meet  the  liability  arising  out  of  that 
pound  of  income.  The  amount  of  each  individual  in- 
come will  necessarily  differ,  but  if  10-89d.  of  the  tax 
on  each  pound  of  each  income  be  set  aside  it  will  pay 
the  liability  appertaining  to  that  income,  whether 
large  or  small.  This  amount  of  10-89d.  of  tax  in  all 
incomes  up  to  £500  is  constant,  but  as  the  rate  of 
Income  Tax  will  be  a progressive  one  it  will  leave  a 
constantly  growing  margin  of  income  to  the  State 
out  of  each  advancing  stage  of  income.  But  as  the 
payment  to  any  one  widow  is  limited  to  £250  a year, 
it  follows  that  as  incomes  rise  above  £500  a smaller 
proportion  will  be  set  on  one  side  to  meet  the 
liability,  and  a larger  net  income  result  to  the  State. 
For  instance,  in  incomes  of  £1,000  a year,  to  provide 
for  a benefit  to  the  widow  limited  to  £250,  5-445d.  (or 
slightly  under  5£d.)  will  be  sufficient  to  cover,  or  in 
incomes  of  £2,000  slightly  under  2fd.  So  whilst  the 


27769 


R 


136 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


Income  Tax  progressively  increases  with  rising  in- 
comes, the  liability  created  will  proportionately  de- 
crease, and  a quickly  rising  scale  of  net  income  arise 
to  the  State. 

27.  In  addition  to  this  the  following  incomes  will 
arise  to  the  State  by  the  adoption  of  this  scheme : — 

(1)  the  interest  upon  the  sum  accrued  during 

the  first  two  or  three  years — whilst  only 
partial  benefits  were  being  paid ; 

(2)  the  total  living  widows  are  calculated  as  a 

liability,  but  some  could  never  claim  being 
wives  of  men  who  have  not  paid  earned 
Income  Tax; 

(3)  childless  widows  of  under  two  years’  marriage 

would  be  paid  smaller  pensions,  and  the 
full  payment  to  all  widows  have  been  cal- 
culated in  the  table  of  liabilities; 

(4)  the  tax  upon  all  unearned  incomes  would  be 

collected  without  the  abatements  upon  the 
smaller  incomes  now  being  given ; 

(5)  the  disposition  to  evade  the  tax  would 

materially  decrease. 


28.  I am  aware  that  the  revenue  collecting  and 
spending  departments  have  hitherto  been  quite  dis- 
tinct and  separate  in  the  State,  but  this  is  a time 
when  precedent  is  being  made  and  when  either 
its  existence  or  its  absence  no  longer  constitutes  a 
bond.  Again,  the  collecting  department  might  and 
would  be  wholly  separate  under  my  scheme,  the 
figures  of  the  one  only  being  available  to  the  other. 
In  fact  only  when  earning  income  had  ceased  by 
death  would  the  figures  be  handed  entirely  over  to 
the  other  department  and  therefore  no  complications 
be  created. 

29.  Given  that  you  are  satisfied  that  an  increased 
income  would  be  received  by  the  State,  that  great 
political  benefit  would  arise  to  the  nation,  and  that 
substantial  good  would  result  to  the  individuals  con- 
stituting that  nation,  and,  further,  that  without 
some  such  scheme  as  this  those  advantages  would  not 
be  possible,  I shall  respectfully  ask  for  the  support 
of  this  Royal  Commission  even  though  the  proposition 
be  not  of  an  ordinary  character,  or  based  upon  the 
lines  of  previous  precedent. 
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Paragraphs  omitted  from  the  evidence-in-chief  of  Mr.  John  Montgomerie,  as  printed  in  the  Minutes  of  Evidence 

of  the  22nd  October,  1919. 


1.  (14)  Co-operative  Wholesale  Society,  Ltd., 

Manchestcr.^-Rule  2. — Objects:  The  objects  of  this 
society  are  to  carry  on  the  trades  or  businesses  of 
wholesale  dealers,  bankers,  shippers,  carriers,  manu- 
facturers, merchants,  cultivators  of  lands,  workers  of 
mines,  and  insurers  of  persons  and  property  against 
risks  of  every  description  which  may  be  lawfully 
undertaken  . . . For  the  purpose  of  carrying 

on  any  such  business  aforesaid  either  in  the  United 
Kingdom  or  elsewhere,  the  society  may  acquire 
property  of  any  description  and  any  right  thereover 
and  interest  therein  . . . and  may  do  all  things 
expedient  for  accomplishing,  or  incidental  or  con- 
ducive to  the  attainment  of  all  or  any  of  the  objects 
of  the  society  which  shall  include  dealings  of  every 
description  with  land. 

Rule  5. — Admission  of  Members : The  members  of 
this  society  shall  consist  of:  — 

(1)  Such  co-operative  societies  or  companies 
registered  under  the  Industrial  and  Pro- 
vident Societies  Acts  or  under  the  Com- 
panies Acts  with  limited  liability  or  under 
any  law  of  the  country  where  they  are 
situate,,  whereby  they  acquire  the  right  of 
trading  as  bodies  corporate  with  limited 
liability.  . . . 

2.  (15)  Scottish  Co-operative  Wholesale  Society, 
Ltd.,  Glasgow. — Rule  2. — Objects:  The  objects  of  this 
society  are  to  carry  on  the  trades  or  businesses  of 
wholesale  dealers  or  general  retail  dealers,  of  bankers, 
shippers,  carriers,  manufacturers,  merchants,  culti- 
vators of  land,  workers  of  mines  and  insurers  of 
persons  and  property  against  risks  of  every  descrip- 
tion which  may  be  lawfully  undertaken.  ... 

For  the  purpose  of  carrying  on  any  such  business 
as  aforesaid,  either  in  the  United  Kingdom  or  else- 
where, the  society  may  acquire  property  of  any 
description  and  any  rights  thereover,  and  any  interest 
therein  . . . which  shall  include  dealings  of  every 
description  with  land.  ... 

Rule  32. — Mode  of  conducting  business. — In  com- 
munities where  no  retail  co-operative  society  which 
is  a member  of  this  society  or  a branch  of  suoh  society 
exists,  or  which  is  not  served  by  any  such  retail 
society,  branches  may  be  formed  by  and  carried  on 
under  the  control  of  the  committee  subject  to  the 
following  terms  and  conditions : — 

(1)  Each  branch  shall  carry  on  business  under 
the  name  of  the  Scottish  Co-operative 
Wholesale  Society,  Ltd.,  but  shall  be  treated 
as  if  it  were  an  independent  business 
and  separate  books  and  accounts  shall  be 
kept  to  show  the  business  done,  including 
income  and  expenditure  and  profit  and  loss 


after  allowing  interest  at  5 per  cent,  per 
annum  on  the  capital  required  to  initiate 
and  carry  on  the  business. 

(2)  Each  branch  shall  keep  books  in  which  shall 

be  entered  the  names  and  designations  of 
all  purchasers. 

(3)  The  purchasers  shall  not  have  any  say  in  or 

control  over  the  business  of  such  branch, 
the  only  benefits  they  receive  in  return  for 
their  custom  being  right  to  share  in  the 
dividends  paid  by  the  branch. 

(6)  The  Committee  shall  at  any  time  if  and  when 
they  think  proper,  bo  entitled  to  discon- 
tinue any  branch,  and  wind  up  tho  business 
without  consulting  the  purchasers  and  such 
purchasers  shall  have  no  claim  against  the 
Society  in  any  shape  or  form  in  connection 
therewith. 

3.  (16)  The  Aberfoyle  Retail  Cooperative  Society 
is  a branch  of  the  Scottish  Co-operative  Wholesale 
Society  and  their  mode  of  conducting  business  is  a 
copy  of  Rule  32  of  the  Scottish  Co-operative  Whole- 
sale Society.  There  is  a similar  branch  at  Balfron 
conducted  under  the  same  rules. 


4.  (24)  That  there  is  a distinct  benefit  enjoyed 
by  Co-operative  Societies  over  other  traders  is  also 
proved  by  an  advertisement  which  appeared,  an  the 
Aberdeen  Free  Press  of  6th  October,  1917,  stating 
that  a resolution  had  been  passed  at  a meeting  of  the 
Northern  Co-operative  Company,  Limited,  Aberdeen, 
giving  notice  that  they  were  conyerting  the  company 
into  a society,  and  registering  under  the  Industrial 
and  Provident  Societies  Act.  This  was  one  of  the 
first  companies  in  Scotland  to  register  under  the 
Companies  Act.  It  is  No.  77  on  the  register,  and 
dates  from  1861,  a period  of  57  years.  The  following 
as  taken  from  a circular  sent  out  to  their  shareholders, 
giving  their  reasons  for  the  conversion  of  the  com- 
pany into  a society : — 

The  Directors  are  of  opinion  that  it  is  of  the 
utmost  importance  to  the  shareholders  that  the 
company  should  be  incorporated  under  the  same 
Acts  as  the  other  co-operative  societies  in  the 
country,  otherwise  it  will  be  found  that  the 
Company,  while  it  remains  registered  under  the 
Joint  Stock  Companies  Acts,  will  be  prevented 
from  participating  dn  the  privileges  which  the 
Co-operative  movement  has  by  combination 
obtained  in  the  past,  and  whatever  advantages 
it  may  obtain  in  the  future  . . . The  Com- 

pany, being  a member  of  the  Co-operative  Union, 
has  helped  to  fight  against  the  imposition  of 
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Income  Tax  on  oo-operative  dividends,  and  has 
also  helped  to  expose  the  injustice  of  excess  profits 
duty  being  imposed  on  co-operative  societies,  with 
the  result  that  the  Government  have  made  certain 
modifications  in  the  Finance  Act  of  1917,  which 
practically  exempts  oo-operative  societies  from 
this  tax.  The  Company,  however,  owing  to  its 
present  constitution,  is  debarred  from  sharing  in 
the  concession  ...  At  present  a person  wish- 
ing to  become  a shareholder  of  the  Company  can 
only  do  so  by  paying  the  price  of  the  share — £1 — - 
at  once,  and  the  cost  of  the  transfer  stamp,  and 
then  only  provided  that  a shareholder  is  desirous 
of  selling  a share,  as  on  account  of  the  Govern- 
ment restrictions  the  Company  is  prohibited  from 
issuing  new  capital.  Under  the  new  rules,  any- 
one wishing  to  become  a shareholder  may  do  so 
by  paying  Is.  of  entry  money  at  the  registered 
office,  or  at  any  of  the  company’s  grocery  shops, 
and  allowing  dividends  on  purchases  to  accumu- 
late until  the  share  is  paid  up.  It  should  be 
specially  borne  in  mind  that  although  the  holding 
of  an  individual  member  of  a society  is  limited, 
no  limit  is  placed  on  the  total  capital  which  the 
Society  itself  may  issue  ...  It  should  be 
stated  that  it  is  the  unanimous  opinion  of  the 
Directors  that  if  future  success  and  expansion  is 
to  be  accomplished  the  conversion  should  take 
place  as  early  as  possible,  in  order  that  the  greater 
scope  which  is  allowed  to  oo-operative  societies 
registered  under  the  Industrial  and  Provident 
Societies  Acts  be  immediately  taken  advantage  of 
by  the  shareholders. 

5.  (25)  In  an  excerpt  from  the  Baker  and  Con- 
fectioner of  21st  March,  1919,  appeared  the  follow- 
ing:— 

Mrs.  Waldorf  Astor,  wife  of  Major  Astor, 
Parliamentary  Secretary  to  the  Local  Government 
Board,  has  joined  the  Plymouth  Co-operative 
Society  and  is  said  to  be  the  first  millionaire’s 
wife  to  have  joined  the  movement. 

6.  (26)  This  wealthy  member  will  now  be  able 
to  supply  her  household  with  goods  of  every  descrip- 
tion and  it  will  not  be  necessary  for  her  to  make  a 
return  to  the  Income  Tax  Assessor  of  the  dividends 
received  by  her  from  Co-operative  Societies.  She  will 
now  rank  with  the  other  wealthy  members  described 
in  the  Scottish  Co-operative  Wholesale  Society  adver- 
tisement in  The  Bailie  of  9th  January,  191S : — 

It  is  nonsense  to  say  that  co-operation  is  only 
of  use  to  a particular  class.  The  clergyman,  the 
M.P.,  the  banker,  the  shipowner,  the  priest,  the 
town  councillor,  the  farmer,  the  railway  magnate, 
&c.,  have  all  found  and  appreciated  the  value  of 
the  mutual  help  system.  You  will  be  in  the  best 
of  company  when  you  join  the  co-operative  store 
nearest  your  door.  Full  particulars  will  be  gladly 
supplied  by  the  manager  or  secretary  or  at  any 
of  the  shops  in  your  district.  Do  it  now. 

7.  (27)  Reference  is  made  to  the  case  by  the  Inland 
Revenue  authorities  against  the  Plymouth  Co-opera- 
tive Society,  Ltd.,  in  connection  with  Excess  Profits 
Duty : — 

The  Crown  Agent  said  the  Rules  of  the  Society 
lay  down  clearly  its  objects  as  being  to  carry  on 
the  trades  or  businesses  of  general  dealers,  manu- 
facturers, &c.,  and  the  ordinary  provisions  were 
made  in  their  rules  for  capital,  loan  capital, 
division  of  profits,  interim  dividends,  interest  on 
capital,  reserve  funds,  investment  of  capital,  pay- 
ment of  officers  and  auditors.  The  mode  of  con- 
ducting the  business  was  also  defined.  He  could 
give  the  number  of  rules  if  necessary.  He  sub- 
mitted it  was  a clear  case  where  the  society  or 
corporation  came  within  the  provisions  of  the 
Excess  Profits  Duty,  Part  3 of  the  Finance  Act 
No.  2,  1915,  and  it  was  carrying  on  a trade  or 
business.  The  liability  attaching  to  the  corpora- 
tion was  irrespective  of  the  question  as  to  what 
members  or  what  kind  of  members  formed  the 
corporation.  . . . The  Agent  for  the  Crown 

submitted,  with  respect,  that  it  was  the  clearest 
and  the  strongest  case  that  could  ever  be  ima- 
gined. It  was  a corporation  and  it  was  carrying 
on  business  liable  to  Excess  Profits  Duty.  The 
decision  of  the  Special  Commissioners  was  in 
favour  of  the  Crown. 


8.  (28)  Additional  evidence  to  prove  that  Co- 
operative Societies  are  ordinary  traders  is  to  be  found 
in  the  following  excerpt  from  the  Scottish  Co-operator 
of  2nd  May,  1919:  — 

Co-operative  trade  with  Russia. 

Co-operators  in  this  country  and  also  in  Russia 
have  been  trying  to  open  up  trade  between  the 
two  countries.  The  difficulties  of  the  moment  are 
very  great  and  trade  at  the  best  could  only  attain 
meagre  and  inadequate  proportions,  but  so  far 
the  weight  of  our  Government  seems  to  be  placed 
against  trade  of  this  nature.  If  trade  of  all 
kinds  was  being  prohibited  this  could  be  under- 
stood but  it  is  evident  that  licences  and  en- 
couragement are  being  given  to  capitalist  con- 
cerns to  trade  with  Archangel  and  Siberia  in  a 
manner  which  practically  ensures  them  a mono- 
poly. Doubtless,  co-operators  will  continue  their 
agitation  until  trading  rights  are  secured.  We 
have  to  fight  for  privileges  which  others  can  have 
for  the  asking. 

9.  (29)  Additional  evidence  that  they  are  ordinary 
traders  will  be  found  in  the  following  excerpt  from 
the  Scottish  Co-operative  Wholesale  Society’s  adver- 
tisement in  the  Bulletin  (Glasgow)  of  30th  J une,  1919, 
as  follows:  — 

. . . Enormous  contracts  for  clothing,  blan- 

kets, boots,  foodstuffs,  &c.,  were  entrusted  to  it 
by  the  Government  and  all  were  carried  out  in  a 
manner  that  earned  the  highest  praise  from  the 
responsible  officials. 

10.  (30)  Further  evidence  that  co-operators  are 
ordinary  traders  is  to  be  found  in  the  following 
excerpt  from  an  address  by  Professor  Hall,  who  is 
employed  by  Co-operative  Societies  to  lecture  and 
instruct  members  on  co-operative  propaganda  work : — 

He  dissented  from  the  proposals  that  trading 
with  non-members  should  cease  on  several 
grounds.  The  Industrial  and  Provident  Societies 
Act  permitted  this  and  it  was  bad  tactics  to  give 
up  an  advanced  trench  before  being  driven  out 
of  it.  The  membership  of  societies  was  open  to 
all,  therefore  there  was  no  injustice  done  to  non- 
members if  they  traded  without  coming  in. 
Trading  with  non-members  was  also  one  of  the 
ways  in  which  the  membership  was  recruited, 
and  so  far  as  the  Wholesale  Societies  and  other 
federations  were  concerned,  they  would  be  unable 
to  carry  on  certain  productive  departments  if 
they  were  not  allowed  to  sell  by-products  to  non- 
members. It  would  be  better  even  to  submit  to 
Income  Tax  than  to  give  up  the  principle  of 
trading  with  non-members. 


11.  (33)  The  following  excerpt  from  the  Times 
Trade  Supplement  of  5th  April,  1919,  throws  further 
light  on  Go-operative  Societies  being  ordinary  traders 
and  shows  that  they  ought  to  be  mode  to  boar  their 
fair  share  of  taxation  like  other  traders : — 

The  Scottish  C.W.S.  has  a membership  of  265 
affiliated  distributive  societies,  with  total  capital 
deposits  of  £5,620,480,  and  sales  in  1917  of 
£17,000,000.  The  profit  for  the  last  financial 
year  amounted  to  £633,100,  which  was  allocated 
to  members  in  proportion  to  purchases.  Its 
reserve  and  insurance  funds  amount  to 
£1,023,695,  and  the  financial  position  is  further 
considerably  strengthened  by  a generous  writing- 
off  of  buildings  and  stock.  The  fine  central 
premises  at  Morrison  Street,  Glasgow,  one  of  the 
most  handsome  buildings  in  Glasgow,  cost 
£156,000,  but  is  shown  in  the  assets  at  £26,414. 
This  society  also  has  numerous  mills  and  fac- 
tories ; but  its  greatest  activities  are  with  grain 
and  flour,  accounting  for  nearly  half  its  produc- 
tive capacity.  Its  organization  for  collecting 
wheat  all  over  Canada  is  very  complete,  including 
numerous  grain  elevators  on  the  Canadian  Pacific 
Railway  and  on  the  shores  of  the  great  lakes ; 
also  a largo  depot  at  Winnipeg.  Among  other 
recent  developments  is  the  manufacture  of  soap. 
The  S. C.W.S.  has  erected  its  own  soap  factory, 
which  now  manufactures  soap  and  allied  pro- 
ducts to  the  value  of  £250,000  a year.  It  also 
manufactures  perfumes,  boot  polishes,  drugs,  &c. 
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The  Society,  in  partnership  with  the  C.W.S.  has 
palm  oil  plantations  in  West  Africa  and  tea 
estates  in  India  and  Ceylon.  It  cures  its  own 
fish,  and  hopes  soon  to  have  its  own  fishing  fleets 
at  Aberdeen  and  elsewhere.  It  builds  motor 
vehicles  for  its  distributive  trade.  Its  own  build- 
ing department  erects  its  factories,  warehouses 
and  offices,  and  so  on. 


12.  (43)  In  this  connection  I would  direct  your 
attention  to  the  Rule  76  of  the  Kinning  Park  Co- 
operative Society,  Limited,  Glasgow,  which  was  regis- 
tered on  20th  June,  1918:  — 

Rule  76. — Allocation  of  Surplus. — The  net  pro- 
ceeds of  all  business  carried  on  by  or  on  account 
of  the  Society  at  the  end  of  each  half-year  . 
shall  be  allocated  as  follows : — 

7.  The  balance  of  the  surplus  shall  be  paid  as 
dividend  on  members’  purchases  ...  at  so 
much  per  £ . . . 

13-  (14)  The  Lochaber  and  District  Co-operative 
Society  s rules  furnish  another  example : — 

Rule  20. — Application  of  Surplus. — The  net  pro- 
ceeds of  all  business  carried  on  by  or  on  account 
of  the  Society  . . . shall  be  divided  among 

the  members  in  proportion  to  the  amount  of  their 
purchases  during  the  quarter.  . . 

14.  (45)  The  Northern  Co-operative  Society, 
Limited,  Aberdeen,  previously  referred  to,  which 
traded  as  a company  for  a period  of  over  57  years  and 
only  converted  into  a society  in  1917,  have  made  pro- 
vision in  Rule  19  for  the  “disposal  of  surplus.” 


_ .lo-  (49)  Scottish  Co-operative  Wholesale  Society 
Limited.  Rule  18.— Division  of  Profit  and  Special 
I'und.— After  providing  for  . . . the  net  profit, 
or  such  portion  of  it  as  may  he  agreed  upon  at  the 
Quarterly  General  Meeting  . . . shall  be  divided 


Rule  32.— Mode  of  Conducting  Business. — In  com- 
munities where  no  retail  co-operative  society  which  is 
a member  of  this  Society  or  a branch  of  such  retail 
society  exists,  or  which  is  not  served  by  any  such 
retail  society,  branches  may  be  formed  by  and  carried 
°n  urn„er  ,™ie  control  of  the  Committee,  subject  to 
the  following  terms:  — 


(1)  Each  branch  shall  carry  on  business  under 
the  name  of  the  “ Scottish  Co-operative 
Wholesale  Society,  Limited,”  but  shall  be 
treated  as  if  it  were  an  independent  busi- 
ness, and  separate  books  and  accounts  shall 
lie  kept  to  show  the  business  done,  includ- 
ing income  and  expenditure  and  profit  and 
loss  . . 

(4)  The  profits  of  each  branch  shall  be  deter- 
mined quarterly  or  half-yearly  and  be 
divided  in  the  shape  of  dividend,  at  a rate 
to  be  fixed  per  £ on  purchases.  . . 


16.  (50)  The  Rules  of  the  Aberfoyle  Co-operative 
Society  and  the  Balfron  Co-operative  Society,  which 
are  carried  on  by  the  Scottish  Co-operative  Wholesale 
profit  ’ contain  ^entical  provisions  with  regard  to 

» V'  Fly™°uth  Co-operative  Society,  Limited 

Profits”  pr°Vldes  a mode  for  tbe  “Division  of 

18  (52)  Birmingham  Industrial  Co-operative 
Society,  Limited — Rule  82  provides  a mode  for  the 

Application  of  Profits.” 

19  (53)  Newcastle-upon-Tyne  Co-operative  Society , 

ofPioMs’’  P,'0VldeS  a m0tk‘  f0r  th6  “ APP''- 

20.  (54)  St  George  Go-operative  Society,  Limited, 
oftaprofltsT*U  6 17  p,'°''lde8  a mode  for  the  “ Division 

(*?  Liverpool  Co-operative  Society,  Limited— 
?!  P6  If,  Provides  a mode  for  the  application  of 
„■£...*?  '}nd  sub-section  8 provides  for  the 

Division  of  Remaining  Profits.” 

°L  Bra?f°rd  Co-operative  Society, 
Limited.— -Rules  33  and  34  deal  with  the  » Appli- 
cation Of  Profits.”  -a-pp.l 


23.  (57)  York  Equitable  Industrial  Society, 
Limited. — Rule  96  provides  a mode  for  the  “ Appli- 
cation of  Profits.” 

24.  (58)  Derby  Co-operative  Provident  Society, 
Limited.— Rule  80  provides  a mode  for  the  “ Appli- 
cation of  Profits.” 

25.  (59)  There  are  further  rules  in  the  Appendix,* 
but  I have  quoted  a sufficient  number  to  show  that 
it  is  a general  custom  for  Societies  to  provide, 
in  their  registered  rules,  a mode  for  the  application 
of  their  “ profits  ” in  terms  of  the  Act  of  1893. 


26.  (62) 


0.  31st  July,  1919. 

Dear  Sir, 

Many  thanks  for  your  letter  of  the  30th  inst. 
There  is  another  matter  regarding  which  we  should 
like  to  have  information.  In  the  Memorandum  of 
Instructions  issued  by  the  Inland  Revenue  for  the 
Return  of  Income,  it  is  stated— Page  2,  Form  No.  II. 
Part  1,  Clause  5:  — 


Profits  from  Interests,  Annuities.  Annual  Pay- 
ments and  Dividends,  not  taxed  by  deduction  and 
other  discounts.  Under  this  heading  fall  all  In- 
terest, Annuities,  Dividends  and  Discounts  re- 
ceived or  credited,  including  Interest  on 
Banking  Accounts  or  Deposits,  Share  Interest 
or  Deposit  Interest  from  Co-operative  Societies 
(but  not  Dividends  on  Purchases). 

We  shall  be  obliged  if  you  will  kindly  favour  us 
with  the  authority  for  this  and  a reference  to  the  Act 
granting  this  exemption. 

Thanking  you  in  anticipation, 

We  are. 

Yours  faithfully, 

for  Montgomerie  & Co.,  Ltd. 

(Sd.)  John  Montgomerie. 

Secretary, 

Inland  Revenue. 


27.  (63) 


26th  August,  1919. 

Dear  Sir, 

I am  in  receipt  of  your  letter  of  tire  22nd  instant, 
in  reply  to  mine  of  the  31st  ultimo,  and  note  that 
after  three  weeks’  consideration  by  the  Board  of 
Inland  Revenue  you  are  directed  to  state — 

that  there  is  no  provision  in  the  Income  Tax 
Acts  relating  specifically  to  dividends  on  pur- 
chases by  members  of  co-operative  societies ; that 
these  dividends  are  in  the  nature  of  a return  in 
part  of  the  moneys  expended  by  customers  in  con- 
nection with  their  purchases  from  the  societies, 
and,  in  the  hands  of  the  customers,  cannot  there- 
fore be  regarded  as  constituting  income  assessable 
to  Income  Tax. 

In  view  of  the  fact  that  the  Board  has  been 
unable  to  produce  any  statutory  authority,  I fail  to 
see  that  the  Board  of  Inland  Revenue  has  any  right  to 
issue  instructions  to  members  of  co-operativo  sooictics 
or  the  general  public  not  to  include  in  their  income 
tax  returns  the  dividends  received  by  them  out  of  the 
profits  earned  by  societies. 

I faili  to  follow  the  Board’s  reasoning  and  explana- 
tion, and  have  no  hesitation  in  stating  that  their 
action  is  illegal.  The  Board  is  evidently  not  aware 
that  every  society  registered  under  the  Industrial  and 
I rovident  Societies  Acts,  1893  to  1913,  is  bound  to 
provide  in  its  registered  rules  a mode  for  the  appli- 
catmn  of  the  trading  profits  earned  by  the  society. 
It  will  therefore  be  seen  that  the  interpretation  as  to 
make  their  profits  or  how  they  pay  their 
dividends  does  not  rest  with  the  Board  of  Inland 
Revenue.  I submit  that  so  long  as  the  Industrial 
and  Provident  Societies  Act,  1893,  stands  unrepealed 
it  is  the  law  of  the  land.  Its  term  must  bo  complied 
with  by  the  Board  of  Inland  Revenue,  and  it  is  their 
duty  to  see  that  the  revenue  is  properly  collected  from 
^ery  taxpayer  irrespective  of  whom  he  trades  with. 

To  show  that  co-operative  societies  do  make  profits 
and  that  the  Board  of  Inland  Revenue  has  actually 
obtained  a decision  in  their  favour  proving  that 
societies  make  profits,  I refer  the  Board  to  the  recent 
action  by  the  Inland  Revenue  authorities  against  the 
Co-operative  Society,  Ltd.,  in  connection 
with  Excess  Profits  Duty. 


Not  reproduced. 
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The  Crown  Agent  said  the  Rules  of  the  Society 
clearly  laid  down  its  objects  as  being  to  carry  on  the 
trade  or  business  of  general  dealers,  manufacturers, 
&c.,  and  the  ordinary  provisions  were  made  in  the 
rules  for  capital,  loan  capital,  division  of  profits, 
interim  dividend,  interest  on  capital,  reserve  funds, 
investment  of  capital  . . . The  mode  of  conduct- 

ing the  business  was  also  defined.  He  submitted  it 
was  a clear  case  where  the  Society  or  corporation 
came  within  the  provisions  of  the  Excess  Profits  Duty, 
Part  3 of  the  Finance  Act  (No.  2),  1915;  and  it  was 
carrying  on  a trade  or  business.  The  liability  attach- 
ing to  the  corporation  was  irrespective  of  the  question 
as  to  what  members  or  what  kind  of  members  formed 
tho  corporation.  They  had  already  got  the  accounts 
which  showed  the  ordinary  profits  made  just  as  if  it 
had  been  an  ordinary  trader  . . . He  submitted 

with  respect  that  it  was  the  clearest  and  the  strongest 
case  for  the  Crown  that  could  ever  be  imagined.  It 
was  a corporation,  and  it  was  carrying  on  business 
liable  to  Excess  Profits  Duty. 

The  decision  of  the  Special  Commissioners  was  in 
favour  of  the  Crown. 

Further,  I refer  the  Board  of  Inland  Revenue  to 
the  Industrial  and  Provident  Societies  Act,  1893:  — 

Section  10,  Sub-section  6: — The  rules  of  every 
society  registered  under  this  Act  shall  provide  for 
the  profits  being  appropriated  to  any  purpose 
stated  therein  or  determined  in  such  manner  as 
the  rules  direct. 

Schedule  II.: — Matters  to  be  provided  for  by  the 
rules  of  societies  registered  under  this  Act : — 

(10)  Mode  of  application  of  profits. 

The  Board  is  aware  that  there  is  a Royal  Commis- 
sion appointed  to  deal,  inter  alia,  with  the  whole 
question  of  the  taxation  of  societies  trading  under 
the  Industrial  and  Provident  Societies  Act,  1893,  and 
it  is  possible  that  if  allowed  to  pass  unchallenged,  the 
Board’s  action  in  issuing  these  instructions  might 
have  the  effect  of  nullifying  any  decision  given  by 
the  Commission.  For  example,  in  the  event  of  the 
Commission  deciding  to  recommend  the  withdrawal 
oC  tho  exemption  to  payment  of  Income  Tax  under 
Schedules  C and  D,  granted  to  societies  under  sec- 
tion 24  of  the  Industrial  and  Provident  Societies  Act, 
1893,  their  decision  would  be  nullified  if  the  Board 
were  allowed  to  place  such  an  interpretation  on  the 
profits  earned  by  societies.  In  fact,  the  issuing  of 
such  instructions  can  only  be  looked  on  as  a gratui- 
tous advertisement  on  behalf  of  Co-operative  Socie- 
ties by  educating  taxpayers  to  the  fact  that  if  they 
purchase  goods  from  Co-operative  Societies,  they  will 
not  be  required  to  make  a return,  and  will  conse- 
quently be  relieved  from  payment  of  Income  Tax 
thereon. 

In  fact,  in  my  view,  the  issuing  of  such  instruc- 
tions by  the  Board  of  Inland  Revenue  on  the  eve  of 
the  appointment  by  the  Chancellor  of  the  Exchequer 
of  a Royal  Commission  to  go  into  this  question  has 
prejudiced  the  Board  in  any  evidence  which  they  may 
tender  to  the  Commission  on  the  question  of  the  taxa- 
tion of  Co-operative  Societies. 

The  Board  state  that  there  is  no  provision  in  the 
Income  Tax  Acts  relating  specifically  to  this  ques- 
tion. I fail  to  find  any  provision  in  the  Industrial 
and  Provident  Societies  Act,  and  shall  be  glad  if  the 
Board  can  give  me  a reference  to  any  Act  or 
authority  which  authorizes  them  to  issue  such  in- 
structions. 

I am, 

Yours  faithfully, 

(Signed)  John  Montgomisiue. 

Secretary, 

Inland  Revenue. 

28.  (64)  Inland  Revenue, 

Somerset  House, 

• 5th  September,  1919. 

Sir, 

With  reference  to  your  letter  of  the  26t,h 
ultimo,  I am  directed  by  the  Board  of  Inland  Re- 
venue to  acquaint  you  that  in  their  view  the  sums 
returned  from  time  to  time  to  purchasers  from  Co- 
operative Societies  by  reference  to  the  amounts  of 


their  purchases  do  not  constitute  profits  or  gains 
within  the  meaning  of  the  Income  Tax  Acts. 

In  this  connection  I may  invite  your  attention  to 
the  case  of  “ Styles  v.  New  York  Life  Insurance  Com- 
pany ” (House  of  Lords,  26th  and  28th  March  and 
1st  July,  1889 — L.R.  14  app.  Cases  381,  2 Tax  Cases 
460)  and  to  the  Report  of  the  Departmental  Com- 
mittee on  Income  Tax,  1905,  Cd.  2575. 

Your  letter  appears  to  convey  the  suggestion  that 
the  matter  is  affected  by  the  absence  of  any  statutory 
provision  to  the  effect  that  the  sums  in  question  are 
not  within  the  scope  of  the  Income  Tax  charge.  The 
Income  Tax  Acts  are,  however,  concerned  with  the 
imposition  of  Income  Tax  upon  the  profits  and  gains, 
&c.,  described  therein  and  they  do  not  contain  an 
enumeration  of  the  many  possible  forms  of  receipt 
which  are  outside  the  scope  of  the  charging  sections. 

I am  to  add  that,  inasmuch  as  misapprehensions 
have  arisen  from  the  .fact  that  the  sums  returned 
to  purchasers  from  Co-operative  Societies  are  fre- 
quently described  as  “dividends”  the  Board  have 
found  it  necessary  not  only  to  indicate  on  the 
appropriate  Income  Tax  forms  the  receipts  from  Co- 
operative Societies  which  do  constitute  taxable  in- 
come, e.g.,  share  interest,  but  also  to  point  out  that 
the  so-called  “ dividends  ” do  not  fall  to  be  returned 
as  income. 


As  regards  your  observations  on  the  question  of 
liability  to  Excess  Profits  Duty  I am  to  refer  you  to 
the  provisions  of  Rule  10  of  Part  I.  of  the  4th 
Schedule  to  the  Finance  (No.  2)  Act,  1915,  from 
which  it  will  be  seen  that  the  inclusion  for  that  pur- 
pose of  “ any  surplus  arising  from  transactions  with 
members  is  effected  by  a specific  statutory  direction 
in  that  sense. 


x am, 


Sir, 

Your  obedient 
r , (Sd.) 

John  Montgomerie,  Esq. 


Servant, 

J.  Snellghove. 


29.  (65) 

Deal-  Sir  ^th  ®ePtem^er>  1919. 

Many  thanks  for  your  letter  of  the  5th  instant. 

I note  you  are  directed  by  the  Board  of  Inland 
Revenue  to  acquaint  me  with  the  fact  that,  in  their 
view,  the  sums  returned  to  purchasers  from  Co- 
operative Societies  do  not  constitute  profits  or  gains 
within  the  meaning  of  the  Income  Tax  Acts,  and  that 
the  Board  also  calls  my  attention  to  the  case  “ Styles 
v.  New  York  Life  Insurance  Company,”  House  of 
Lords,  28th  March  and  1st  July,  1888,  and  to  the 
Report  of  the  Departmental  Committee  on  Income 
Tax,  1905. 

On  a perusal  of  the  Report  and  the  Memorandum 
submitted  to  the  Committee  by  the  Deputy-Chairman 
of  the  Board  of  Inland  Revenue,  page  44,  Appendix 
No.  X,  it  proves  conclusively  that  the  arguments  put 
forward  by  the  Board  to  justify  their  issuing  instruc- 
tions to  all  taxpayers  not  to  include  in  their  returns 
for  Income  Tax  the  dividends  received  from  Co- 
operative Societies,  have  no  foundation  in  fact  or  law, 
as  will  be  seen  from  the  following  excerpts  from  the 
Memorandum  and  the  Report:  — 

“ The  Law  as  to  the  Assessment  of  Income  Tax 
on  the  profits  of  Societies  registered  under  the 
Industrial  and  Provident'  Societies  Acts. 

Section  24  of  the  Industrial  and  Provident 
Societies  Act,  1893,  runs  as  follows:  — 


‘ A registered  society  ’ ( i.e .,  a Society 
registered  under  the  Industrial  and  Provident 
Societies  Act)  ‘ shall  not  be  chargeable  under 
Schedules  (o)  and  (d)  of  the  Income  Tax 
Acts  unless  it  sells  to  persons  not  members 
thereof,  and  the  number  of  shares  of  the 
society  is  limited  either  by  its  rules  or  its 
practice.  But  no  member  of  or  person  em- 
ployed by  the  society  shall  be  exempt  from 
any  assessment  to  the  said  duties  to  which 
he  would  be  otherwise  liable.’ 


Let  us  consider  what  is  the  effect  of  the  exemp- 
tion granted  by  this  section,  and  under  what 
conditions  it'  is  granted. 
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1 — The  effect  of  the  exemption. 

“ The  section  exempts  ‘ registered  ’ societies 
under  certain  conditions  from  direct  assessment 
to  Income  Tax  under  Schedule  (c)  (stock,  divi- 
dends or  interest)  and  (x>)  (interest  and  other 
profits  or  gains). 

“ This  is  a mere  matter  of  administrative  con- 
venience. The  exemption  is  not  exemption  from 
Income  Tax  on  profits.  It  is  merely  an  exemp- 
tion from  the  liability  which  the  Income  Tax 
Acts  impose  on  companies,  etc.,  to  account  for 
the  Income  Tax  on  behalf  of  their  shareholders. 
It  is,  in  fact,  merely  a variation  in  the  machinery 
of  collection,  not  in  the  principle  of  the  tax. 
This  will  appear  from  the  following  explana- 
tion : — 

“ The  central  principle  of  Income  Tax  Law  is 
that  each  individual  whose  total  income  from  all 
sources  is  over  £160  a year  is  liable  to  Income 
Tax  ; if  it  does  not  exceed  £160  he  is  exempt. 
This  principle  is  applied  both  in  the  case  of  ordi- 
nary traders  (individuals,  trading  partnerships, 
or  companies)  on  the  one  hand,  and  registered 
Co-operative  Societies,  subject  to  certain  condi- 
tions, on  the  other : but  for  the  convenience  of 
the  collecting  authority  the  principle  is  applied 
in  different  ways  in  the  two  cases. 

“ •'  Registered  ’ Societies. — It  is  important  to 
bear  in  mind  that  in  principle  it  is  not  the 
society  that  is  ultimately  taxed  as  a unit,  but 
the  individual  members  composing  it.  Whatever 
the  aggregate  profits  may  be,  every  member  whose 
total  income  from  all  sources  does  not  exceed  £160 
a year  is  entitled,  like  the  ordinary  trader,  to 
be  relieved  from  the  payment  of  Income  Tax  on 
his  share  of  the  profits ; and  every  member  whose 
total  income  exceeds  £160  is,  like  the  ordinary 
trader,  chargeable  to  that  tax.  . . 

“ It  makes  no  real  difference  whether  a 
‘ registered  ’ society  is  assessed  directly  to 
Income  Tax  or  not ; the  distinction  simply  is,  that 
if  the  society  is  assessed  directly,  Income  Tax  is 
deducted  from  each  member’s  share  of  the  profits 
before  he  receives  it,  but  he  can  claim  repayment 
afterwards  if  he  is  not  individually  liable;  if  the 
society  is  not  assessed  directly,  each  member 
receives  bis  share  in  full  without  any  such  deduc- 
tion; but  he  has  to  pay  Income  Tax  upon  it 
afterwards  if  he  is  individually  liable.” 

****** 

Page  48. — “ The  above  facts  appear  to  show 
that,  taking  a general  view  of  the  subject,  Section 
24  of  the  Industrial  and  Provident  Societies  Act, 
1893,  does  not,  to  any  appreciable  extent,  operate 
to  the  unfair  benefit  of  Co-operative  Societies 
registered  under  that  Act,  or  to  the  detriment  of 
private  traders.  Its  effect  is  that  so  far  as  the 
operations  of  such  societies  result  in  * profits 
chargeable  with  Income  Tax,’  such  profits  are  to 
be  so  charged,  but  the  charge  is  to  be  made,  not 
on  the  society,  but  on  the  individual  members.” 

The  rest  of  the  Board  of  Inland  Revenue  Memoran- 
dum of  1905  is  composed  of  contradictory  and  irrele- 
vant nonsense,  and  proves  without  a doubt  that  those 
responsible  for  its  preparation  were  entirely  ignorant 
of  the  most  elementary  principles  relating  to  the 
constitution  of  societies  trading  under  the  Industrial 
and  Provident  Societies  Act,  1893,  and  the  registered 
rules  under  which  they  trade.  Any  unbiassed  person 
studying  the  Memorandum  and  Report,  together  with 
the  Historical  Sketch  of  the  Acts,  can  come  to  no 
other  conclusion  than  that  the  Board  of  that  time 
were  more  concerned  in  advocating  the  case  of  co- 
operation than  looking  after  the  collection  of  Taxes 
for  the  support  of  the  State. 

The  case  “ Styles  v.  New  York  Life  Insurance  Com- 
pany” has  no  bearing  on  the  question  at  issue,  as  it 
refers  to  an  Act  repealed  by  the  Act  of  1893.  Further, 
the  company  was  not  an  Industrial  trading  concern, 
and  was  not  making  profits  on  the  manufacture  and 
sale  of  products. 

Finally,  I shall  quote  from  the  Report  of  the  De- 
partmental Committee  on  Income  Tax,  page  25  No 
139:  — 

“ The  question  whether  societies  registered 
under  the  Provident  and  Industrial  Societies 


Act  ought  to  be  subjected  to  any  limitations  with 
regard  to  their  dealings  with  non-members  was 
nob  referred  to  us,  and  we  express  no  opinion 
upon  it.  But  it  has  been  brought  to  our  notice 
that  very  large  and  varied  enterprises,  in  the 
way  of  manufacture,  shipping,  insurance  and 
banking — enterprises  which  in  some  cases  involve 
considerable  and  regular  dealings  with  the  out- 
side public — are  now  carried  on  under  the  Indus- 
trial and  Provident  Societies  Act,  and  it  may  be 
worth  consideration  whether  further  enquiry 
should  be  made  into  the  conditions  under  which 
the  privilege  of  registration  under  that  Act  is 
conferred.” 

I purpose  embodying  this  correspondence  in  my 
evidence  to  be  given  before  the  Royal  Commission  on 
Income  Tax,  and  if  I am  wrong  in  my  views  the  Board 
will  have  an  opportunity  of  proving  to  the  Commis- 
sion wherein  I am  in  error.  The  question  is  of  vital 
importance  to  the  welfare  of  the  nation,  and  there- 
fore every  effort  ought  to  be  made  to  place  the  Law 
and  the  facts  before  the  Commission. 

Yours  faithfully, 

(Sd.)  John  Montgomerie. 

Secretary, 

Inland  Revenue. 


30.  (68) 

22nd  May,  1919. 

Dear  Sir, 

Industrial  and  Provident  Societies  Act,  1893. 

We  have  received  this  morning  the  Rules  of  the 
Lochaber  and  District  Co-operative  Society,  Limited, 
Register  No.  646  R,  whose  address  is  Masonic  Build- 
ings,  Fort  William.  On  examining  these  Rules,  wo 
find  they  are  registered  in  violation  of  the  Industrial 
and  Provident  Societies  Act,  1893,  as  they  do  not 
contain  a mode  for  the  application  of  their  profits. 
Section  10,  Sub-section  6,  of  the  Act,  1893,  reads  as 
follows : — 

“ The  rules  of  every  society  registered  under 
this  Act  shall  provide  for  the  profits  being  appro- 
priated to  any  purpose  stated  therein  or  deter- 
mined in  such  a manner  as  the  rules  direct.” 
You  will  see  it  is  not  optional;  the  language  used 
is  that  they  “ shall  provide,”  &c.,  and  there  is  no 
option  in  the  matter.  We  refer  you  to  Section  65 
with  regard  to  penalty  for  falsification. 

If  any  person  wilfully  makes,  orders,  or 
allows  to  be  made  any  entry  or  erasure  in  or 
omission  from,  any  balance  sheet  of  a registered 
society,  or  any  contribution  or  collecting  book, 
or  any  return  or  document  required  to  be  sent, 
produced  or  delivered  for  the  purposes  of  this 
Act,  with  intent  to  falsify  the  same,  or  to  evade 
any  of  the  provisions  of  this  Act,  he  shall  bo  liable 
to  a fine  not  exceeding  fifty  pounds.” 

Rule  20  of  the  above  Society  is  headed  “Applica- 
tion of  Surplus.”  The  word  “ Profit  ” or  “ Profits  ” 
is  entirely  eliminated  from  the  Rules,  and  wo  submit 
this  is  done  with  a view  to  evading  the  provisions 
of  the  Act  wherein  it  is  stated  clearly  that  Societies 
shall  provide  in  their  Rules  for  the  profits  being 
appropriated  to  any  purposes  stated  therein,  etc.  We 
have  in  our  possession  balance  sheets  and  rules  of 
other  societies  showing  that  the  word  “Surplus” 
has  been  substituted  for  “ Profits,”  and,  as  you  are 
aware,  there  is  a Royal  Commission  sitting  at  present 
to  consider  the  whole  question  of  Inoome  Tax.  This 
looks  like  an  attempt  to  alter  the  Rules  so  that  these 
altered  Rules  may  be  placed  before  the  Commission, 
y 6 are  aware  that  at  present  societies  are  remodel- 
ling their  rules,  and  as  this,  in  our  view,  is  in  direct 
violation  of  the  Statute  Law  of  the  country,  we  must 
ask  you  to  refuse  to  register  or  permit  any  alteration 
in  the  rules  of  any  society,  sanctioning  the  substitu- 
tion of  “ surplus  ” or  any  other  word  for  “ profits  ” 
until  the  Act  is  repealed  or  amended.  We  hold  that 
so  long  as  the  Act  of  1893  stands  unrepealed,  the 
Registrars  must  see  that  the  provisions  of  that  Act 
are  properly  complied  with,  and  we  shall  therefore 
feel  obliged  by  your  giving  effect  to  the  representa- 
tions herein  made. 

Chief  Registrar, 

Industrial  and  Provident  Societies. 


APPENDIX  28. 
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81.  (74) 

9tli  June,  1919. 

Dear  Sir, 

The  writer  is  at  present  preparing  evidence  to  sub- 
mit to  the  Royal  Commission  on  Income  Tax  in 
connection  with  the  question  of  the  exemption  from 
the  payment  of  Income  Tax  of  Industrial  and  Provi- 
dent Societies,  and  more  especially  those  entitled 
“ Co-operative  Societies.”  On  perusing  many  of  the 
Rules  obtained  from  Societies  throughout  the  country, 
we  find  that  powers  have  been  taken  in  the  Rules  for 
compulsory  paying  out  of  members  and  the  extin- 
guishing of  the  shares,  either  transferable  or  with- 
drawable, that  is,  they  take  powers  when  they  have 
more  capital  than  they  require  to  reduoe  the  number 
of  shares  of  each  member.  We  also  find  this  practice 
shown  in  the  Annual  Returns  sent  in  to  the  Registrar 
by  Societies. 

We  have  searched  the  Industrial  and  Provident 
Societies  Acts,  1893-1913,  for  any  clause  giving  socie- 
ties registered  under  the  Industrial  and  Provident 
Societies  Act,  1893,  authority  to  embody  this  system 
in  their  Rules,  or  to  allow  them  to  traffic  in  shares 
of  the  society  after  they  have  once  been  allotted,  but 
we  fail  to  find  any  reference  thereto.  As  the  autho- 
rity may  have  been  given  in  some  Act  other  than  the 
Industrial  and  Provident  Societies  Act,  we  shall  be 
obliged  if  you  will  kindly  supply  us  with  a reference 
to  the  Act  dealing  with  this  question. 

Yours  faithfully, 

(Signed)  John  Montgomerie, 

Chief  Registrar, 

Industrial  and  Provident  Societies. 

32.  (75)  Registry  of  Friendly  Societies, 

Central  Office, 

British  Museum  (North  Entrance), 
Montague  Place,  London,  W.C.l. 

14th  June,  1919. 

Gentlemen,  * 

In  reply  to  your  letter  of  the  9th  instant,  there  is 
nothing  in  the  Industrial  and  Provident  Societies  Act 
or  any  other  Act,  so  far  as  I am  aware,  to  forbid  the 
exercise  of  the  power  to  which  you  refer.  On  the 
contrary,  as  the.  capital  need  not  be  fixed  in  amount 
and  the  shares  may  lie  withdrawable,  the  Acts  seem 
rather  to  encourage  it.  The  principles  of  Trevor  v. 
Whitworth,  12  A.C.  409,  therefore,  do  not  apply. 

I observe  that  you  have  written  an  identical  letter 
to  the  Assistant  Registrar  for  Scotland.  May  I 
suggest  that  in  future  you  address  one  or  other  of 
ns  but  not  both? 

I am,  Gentlemen, 

Your  obedient  Servant, 
(Signed)  G.  Stuart  Robertson, 
Chief  Registrar. 

Messrs.  Montgomerie  & Co.,  Ltd. 

33.  (76) 

17th  June,  1919. 

Sir, 

We  are  in  receipt  of  your  letter  of  the  14th  inst., 
in  reply  to  ours  of  9th  inst.,  and  note  that  so  far 
as  you  are  aware  there  is  nothing  in  the  Industrial 
and  Provident  Societies  Act  or  any  other  Act  to 
forbid  the  exercise  of  the  power  to  which  we  refer, 
and  that  “ on  the  contrary  as  the  capital  need  not  be 
fixed  in  amount,  and  the  shares  may  be  withdraw- 
able, the  Act  seems  rather  to  encourage  it.” 

We  must  respectfully  decline  to  accept  your  inter- 
pretation of  the  Industrial  and  Provident  Societies 
Act,  giving  you  power  to  pass  rules  authorising 
societies  to  pay  out  the  shareholders  at  any  time 
they  think  proper,  and  have  these  shares  extin- 
guished. In  our  view,  this  is  a violation  of  the  In- 
dustrial and  Provident  Societies  Act,  1893.  and  we 
refer  you  to  the  following  sections  of  Schedule  2 of 
“ Matters  which  must  bo  provided  for  by  the  rules 
of  societies  registered  under  this  Act  ” : — 

7.  Determination  whether  the  shares  or  any 
of  them  shall  be  transferable;  and  provision  for 
the  form  of  transfer  and  registration  of  the 
shares,  and  for  the  consent  of  the  Committee 
thereto ; determination  whether  the  shares  or 
any  of  them  shall  be  withdrawable,  and  provision 
for  the  mode  of  withdrawal  and  for  payment  of 
the  balance  due  thereon  on  withdrawing  from 
the  society. 


9.  Determination  whether  and  how  members 
may  withdraw  from  the  society,  and  provision 
for  the  claims  of  the  representatives  of  deceased 
members,  hr  the  trustees  of  the  property  of  bank- 
rupt members,  and  for  the  payment  of  nominees. 

10.  Mode  of  application  of  profits. 

You  will  observe  from  the  foregoing  that  there  is 
no  provision  for  the  registration  of  rules  containing 
the  powers  to  which  we  directed  your  attention,  and 
no  authority  is  given  the  Registrar  to  pass  rules  con- 
taining provisions  enabling  societies  to  expel  their 
members  by  paying  them  back  their  share  capital 
after  these  shares  have  been  allotted.  The  powers 
only  refer  to  the  withdrawal  of  funds  out  of  the 
society  in  the  event  of  a member,  through  unfore- 
seen circumstances,  requiring  to  do  so,  and  provision 
must  be  made  in  the  rules  for  the  mode  of  with- 
drawal and  payment  of  the  balance  due  on  with- 
drawing from  the  society. 

The  serious  consequences  which  may  ensue,  ar.d 
which  have  ensued,  have  evidently  never  occurred  to 
you  through  passing  rules  containing  provisions  giv- 
ing a society  or  the  committee  of  a society  powers 
to  select  and  pay  out  members  at  any  time  they  think 
proper  and  extinguish  those  shares.  There  is  not 
one  tittle  of  evidence  to  support  your  contention 
that  the  Act  seems  to  encourage  such  a procedure. 

We  shall  give  you  particulars  from  the  Annual 
Report  made  by  the  Rochdale  Provident  Co-opera- 
tive Society,  Limited,  for  the  year  ended  10th  Decem- 
ber, 1918.  These  show  that  share  capital  was  re- 
paid to  the  extent  of  £100,010  13s.  5ld.,  and  as  the 
share  contributions  for  the  year  only  amounted  to 
£52,317  7s.,  this  society  reduced  their  share  capital 
to  the  extent  of  about  £48,000.  This,  in  our  view, 
is  a limitation  of  their  share  capital  by  their  rules 
and  practice,  and  as  they  sell  to  non-members  they 
have  rendered  themselves  liable  to  payment  of  Income 
Tax  under  Schedule  D,  and  it  is  evident  that  no 
notice  was  given  to  the  Inland  Revenue  authorities 
to  see  that  the  tax  was  collected. 

It  must  be  kept  in  view,  however,  that  by  permit- 
ting such  rules  to  be  registered,  questions  are  raised, 
so  far  as  the  members  of  the  society  are  concerned, 
of  as  great,  if  not  greater  importance  than  the  ques- 
tion of  the  payment  of  Income  Tax.  In  all  the 
rules  which  we  have  perused,  drawn  from  different 
parts  of  the  country,  societies  have  taken  powers  to 
expel  their  members  not  only  by  limiting  their 
capital  by  paying  out  members,  but  by  paying  out 
and  extinguishing  the  shares  of  the  poorer  purchas- 
ing members.  The  Act  under  which  they  are  trad- 
ing in  no  way  contemplated  or  authorised  such  treat- 
ment being  meted  out  to  the  poor  or  that  such  a 
practice  would  be  permitted  in  the  rules  under  which 
they  were  allowed  to  trade. 

It  has  evidently  never  occurred  to  you  when  pass- 
ing such  rules  that  you  were  placing  in  the  hands 
of  men  conducting  the  business  of  these  societies 
weapons  to  enable  them  to  wipe  out  and  rob  the 
legitimate  members  of  their  interest  in  societies  and 
put  the  Committee  in  such  a position  that  they  would 
become  a menace  to  the  trading  community  of  the 
country.  The  rules  of  societies  state  that  when  a 
person  ceases  to  be  a member,  he  shall  have  no  right 
or  interest  in  the  reserves  or  funds  of  the  society, 
and  you  will  see  that  as  the  shares  are  paid  out  and 
extinguished  the  shareholders  have  no  claim  on  the 
society.  If  this  is  allowed  to  continue  it  will  only 
mean  that  in  a few  years,  the  Committees  with  the 
funds  which  they  have  been  allowed  to  accumulate 
through  the  Government’s  subsidy  in  the  shape  of 
exemption  to  Income  Tax  at  6s.  in  the  £ are  put  in 
the  position  which  is  practically  a means  of  robbing 
the  persons  who  legitimately  become  members  of  the 
society,  and  they  have  power  to  turn  them  out  with- 
out question.  The  question  will  then  arise : Who  are 
to  be  the  owners  of  the  property  and  funds  of  the 
societies,  after  the  share  capital  is  extinguished  and  a 
trifling  number  of  shares  retained  to  obscure  their 
methods  of  trading? 

Yours  faithfully, 

(Signed)  John  Montgomerie. 

G.  Stuart  Robertson,  Esq., 

Chief  Registrar  of  Industrial  and 
Provident  Societies. 
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34.  (77)  Registry  of  Friendly  Societies, 

Central  Office, 

British  Museum  (North  Entrance), 
Montague  Place,  W.C.l. 

21st  June,  1919. 

Dear  Sir, 

In  reply  to  your  letter  of  the  17th  instant,  I 
regret  that  you  do  not  accept  my  interpretation 
of  the  Act. 


I am,  Sir, 

Your  obedient  Servant, 

(Signed)  G.  Stuart  Robertson. 
J.  Montgomerie,  Esq. 


35.  (81)  Rochdale  Provident  Co-operative  Society, 
Ltd. — Rule  6. — Admission  of  Members  : The  society 
shall  consist  of  the  present  members  and  of  all  other 
persons  who  shall  afterwards  be  admitted,  in  the 
following  manner:  — 

A person  wishing  to  become  a member  must 
apply  at  the  office,  or  to  the  manager  of  any  of 
the  branch  shops.  He  must  state  his  name,  resi- 
dence and  occupation,  and  he  proposed  and 
seconded  by  two  members  of  the  society.  He 
must  also  (at  the  time  of  application)  sign  a 
declaration  stating  his  willingness  to  abide  by  the 
rules,  and  prior  to  expiration  of  three  months 
from  the  time  such  member  is  accepted  he  shall 
make  a deposit  of  (at  least)  one  shilling  towards 
his  share  capital.  Complete  lists  of  names,  resi- 
dences and  occupations  of  all  persons  who  have 
applied  to  become  members  in  manner  herein- 
before stated  shall  be  submitted  to  the  next 
weekly  meeting  of  the  Committee  of  Management 
for  their  approval  and  if  any  person  whose  name 
is  on  the  said  list  shall  be  objected  to  by  the 
majority  of  the  Committee  of  Management  then 
present,  the  name  of  the  said  person  shall  be 
erased  therefrom  . . . All  persons  objected 

to  by  either  the  Committee  of  Management  or 
the  members,  shall  have  the  whole  of  the  money 
which  they  shall  have  paid  into  the  Society 
returned.  No  interest  whatever  shall  be  given  io 
any  member  who  does  not  purchase  from  the 
society  to  the  extent  of  at  least  £6  per  annum. 

Rule  22. — Application  of  Profits:  (6)  . . . The 
profits  from  non-members’  purchases  . . . 

36.  (82)  Greenoch  Central  Co-operative  Society , 
Ltd.  — Rule  33.  — Repayment  Compulsory  on 
Members: — Subject  to  the  payment  of,  or  a sufficient 
provision  for  all  subsisting  claims  on  the  society,  the 
Committee,  with  the  approval  of  any  General  Meet- 


ing, may  apply  any  monies  for  which  they  cannot 
find  profitable  investment  in  paying  off: 

(1)  The  shares  of  any  member  who  has  bought  of 

the  society  less  than  any  amount  fixed  by 
the  ordinary  business  meetings  in  any  pre- 
scribed time. 

(2)  The  excess  of  shares  held  by  those  who  hold 

the  largest  number  above  those  who  hold 
the  next  largest,  provided  that  no  member 
be  required  to  accept  less  than  the  full 
sum  paid  upon  each  share  paid  off. 

Rule  34. — Repayment  on  the  request  of  Mem- 
bers: — Subject  as  aforesaid,  the  Committee  may,  in 
the  case  of  any  transferable  share  required  to  be  held 
by  a member  desirous  of  withdrawing  from  the 
society,  on  the  application  of  the  holder  of  any  such 
share,  repay  any  sum  not  exceeding  the  amount  then 
credited  thereon,  and  shall  repay  the  whole  sum  so 
credited  in  any  case  where  the  member  is  paid  off 
under  the  provisions  of  Rule  33,  or  where  they  refuse 
to  confirm  the  transfer  of  any  such  share  which  is 
fully  paid  up. 

Rule  35.— Shares  repaid  to  be  extinguished  : —All 
such  repayments  shall  be  made  on  resolution  of  the 
Committee,  which,  with  the  receipts  of  the  money 
paid,  shall  be  entered  or  referred  to  in  the  respective 
register  of  withdrawable  or  transferable  shares  after- 
mentioned,  designating  any  transferable  shares  by 
the  number  to  be  given  to  it  and  thereupon  the  shares 
in  respect  of  which  such  payments  are  made  shall  be 
extinguished.  * 

37.  (83)  The  following  Societies  have  taken  powers 
in  their  rules  similar  to  those  referred  to  above:  — 

Plymouth  Co-operative  Society,  Ltd. 

Birmingham  Industrial  Co-operative  Society, 
Ltd. 

Newcastle-upon-Tyne  Co-operative  Society,  Ltd. 

St.  George  Co-operative  Society,  Ltd.,  Glasgow. 

Liverpool  Co-operative  Society,  Ltd. 

City  of  Bradford  Co-operative  Society,  Ltd. 

York  Equitable  Industrial  Society,  Ltd. 

Derby  Co-operative  Provident  Society,  Ltd. 

Halifax  Industrial  Society,  Ltd. 

Middlesbrough  Co-operative  Society,  Ltd. 

Preston  Industrial  Co-operative  Society,  Ltd. 

Dunfermline  Co-operative  Society,  Ltd.' 

Accrington  Provident  Co-operative  Society,  Ltd. 

Barrhead  Co-operative  Society,  Ltd. 

Larbert  Co-operative  Society,  Ltd. 

Cowdenbeath  Co-operative  Society,  Ltd. 

Paisley  Co-operative  Society,  Ltd. 

Kilmarnock  Equitable  Co-operative  Society,  Ltd. 

Bamsford  and  Grahamstown  Co-operative 
Society,  Ltd. 
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Paper  handed  in  by  Mr.  E.  Stanford  London  on  24th  October,  1919. 

I.  ESTIMATE  OF  THE  PERCENTAGE  OF  MEMBERS  OF  CO-OPERATIVE  SOCIETIES  WHO  ARE 
LIABLE  TO  PAY  INCOME  TAX. 


A.  Estimated  number  and  classification  of 

PERSONS  ASSESSED  TO  INCOME  TAX  FOR  THE  YEAR 


Persons  assessed  1918-19. 

Manual 

wage- 

earners 

2,960,000 

Other 

persons. 

2,045,000 

Totals. 

4.995,000 

Divided  as  follows  : — 
Married  men  or  widowers 
Bachelors 

2,100,000 

580,000 

1,350,000 

430,000 

3.450.000 

1.010.000 

Total  males  

Widows  and  spinsteis  ... 

2,680,000 

270,000 

1,780.000 

265,000 

4,460,000 

535,000 

2,950,000 

2,045,000 

4,995,000 

It  is  estimated  that  the  per- 
sons assessed  but  paying 
no  actual  tax  who  number 
may  be  divided  as  follows : — 

Males  

Females 

1.520.000 

1.400.000 
120,000 

420.000 

400.000 
20,000 

1,940,000 

1,800,  00 
140,000 

The  total  male  population  over  20  years  of  age  is 
approximately  13,000,000  of  whom  4,460,000  (as  shown 


above)  or  say  one-third,  are  within  the  scope  of  the 
Income  Tax. 

— Estimated  number  and  classification  of  male 

MANUAL  WAGE-EARNERS  ASSESSED  TO  INCOME  TAX 
FOR  THE  YEAR  1918-19. 

By  reason  of  the  fact  that  the  allowances  made 
from  assessments  on  bachelors  are  in  general  much 
smaller  than  those  in  the  case  of  married  men  and 
widowers,  the  proportion  of  bachelor  manual  wage- 
earners  within  the  scope  of  the  Income  Tax  who 
actually  pay  tax  is  considerably  higher  than  the  corre- 
sponding proportion  applicable  to  the  married  men 
and  widowers.  It  is  considered  that  about  5/6ths  of 
the  bachelor  manual  wage-earners  assessed  are 
actually  liable  to  tax. 

On  this  basis  the  following  figures  are  reached  for 
male  manual  wage-earners  for  1918-19  : — 

Married 

Total  Bachelors,  men  and 
Number  within  the  scope  of  widowers. 

the  tax  2,680,000  680,000  2,100,000 

Number  not  liable  to  pay  tax  1,400,000  97,000  1,303,000 

Number  of  taxpayers...  1,280,000  483,000  797,000 
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giving  the  proportion  of  married  men  and  widowers 
within  the  scope  of  the  tax  who  actually  pay  tax  as 
approximately  2/5ths. 

From  the  figures  given  in  the  foregoing  statement 
it  will  he  seen  that  for  the  Income  Tax  year 
1918-19 : — 

(1)  only  one-third  of  the  male  population  over 

the  ago  of  20  come  within  the  scope  of  the 
Income  Tax ; 

(2)  of  the  manual  wage-earners  within  the  scope 

of  the  tax  rather  more  than  one-half  pay 
no  tax  owing  to  the  abatements  and  other 
allowances  deductible  from  their  assessable 
incomes ; 

(3)  of  the  manual  wage-earners  within  the  scope 

of  the  tax  who  are  married  men  or 
widowers  approximately  two-fifths  are 
actually  liable  to  pay  tax. 

On  the  assumptions  that  Co-operative  Society 
members  are  so  generally  manual  wage-earners  that 
the  figures  for  the  latter  are  sufficiently  representative 


of  the  Income  Tax  conditions  of  co-operators,  and 
that  co-operators  are  almost  entirely  married  men 
or  widowers,  the  following  is  given  as  a reasonably 
close  estimate  of  the  proportion  of  members  of  Co- 
operative Societies  who  are  liable  to  pay  Income 
Tax : — 

Proportion  of  adult  male  population  within  the 
scope  of  the  Income  Tax — one-third. 

Proportion  of  married  men  and  widowers  within 
the  scope  of  the  tax  liable  to  tax  for  1819-19 
— two-fifths. 

It  has  been  found  however  that,  for  the  first 
quarter  of  the  Income  Tax  year  1919-20,  owing  to 
the  increased  allowances  granted  for  wife  and 
children,  the  proportion  assessed  who  are  actually 
liable  to  tax  has  fallen  to  approximately  one-fourth. 

On  the  above  basis  therefore  the  proportion  of  co- 
operators  who  are  liable  to  pay  tax  for  1919-20  may 
be  taken  as  one-fourth  of  one-third  = one-twelfth,  or, 
say,  9 per  cent. 


II.  EXTREME  ESTIMATE  OF  THE  PERCENTAGE  OF  MEMBERS  OF  CO-OPERATIVE 
SOCIETIES  LIABLE  TO  PAY  INCOME  TAX  IN  THE  YEAR  1919-20. 


Of  manual  wage-earners  within  the  scope  of  the 
Income  Tax,  it  is  found  that 

(1)  approximately  75  per  cent,  are  married  men 

or  widowers; 

(2)  approximately  25  per  cent,  are  bachelors; 

(3)  approximately  25  per  cent,  will  be  tax- 

payers in  the  year  1919-20,  as  indicated  by 
the  actual  assessments  on  weekly  wage 
earners  for  the  first  quarter  of  that  year. 

It  is  found  in  addition  that  at  least  one-half  of  the 
weekly  wage-earners  who  are  liable  to  pay  tax  in  the 
year  1919-20  are  bachelors,  this  disproportion  being 
due  to  the  fact  that  the  allowances  from  assessments 
on  bachelors  are  in  general  much  less  than  those 
allowable  in  the  case  of  married  men  and  widowers. 

It  follows  that  the  proportion  of  married  men  and 
widower  weekly  wage-earners  who  are  actually  liable 
to  tax  is  as  12£ : 75  or  1 : 6 and  it  is  considered  that 


it  is  this  class  which  forms  the  bulk  of  the  member- 
ship of  Co-operative  Societies. 

It  has  been  suggested,  however,  that  as  the  number 
of  adult  males  who  are  outside  the  scope  of  the  In- 
come Tax  is  double  the  number  of  those  within  the 
scope  of  the  tax  that,  therefore,  only  one-third  of  the 
members  of  Co-operative  Societies  will  be  within  the 
scope  of  the  tax.  I am,  however,  of  the  opinion  that 
this  proportion  cannot  be  applied  without  modifica- 
tion, as  some  of  the  poorest  members  of  the  com- 
munity are  perhaps  not  likely  to  be  members,  and 
consider  that  to  be  well  on  the  safe  side,  it  is  a 
reasonable  assumption  that  three-fourths  of  the  total 
membership  may  be  within  the  scope  of  the  tax. 

On  that  assumption  my  estimate  of  the  proportion 
of  Co-operative  Society  ' members  actually  liable  to 
pay  tax  is  one-sixth  of  three-quarters  = 12^  per  cent., 
and  in  my  opinion  this  is  an  extreme  estimate  giving 
an  ample  margin  for  all  possible  errors. 
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EXTRACT  FROM  A SPEECH  BY  Mr.  A.  BONAR  LAW,  REGARDING  CO-OPERATIVE  SOCIETIES. 
Paper  handed  in  by  Mr.  Robert  Walker  on  22nd  October,  1919. 


In  support  of  our  general  contention  that  the 
trade  (£250,000,000,  annually)  of  the  Co-operative 
Societies  should  be  compelled  to  pay  its  full  fair  share 
towards  the  maintenance  of  the  State,  I beg  to 
quote ' the  following  extract  from  a speech  by  the 
then  Chancellor  of  the  Exchequer,  Mr.  A.  Bonar 
Law,  see  Parliamentary  Debates,  House  of  Commons, 
17th  July,  1917,  Vol.  96,  No.  96,  Column  271:  — 

“ But  it  does  not  deal  with  the  present  situa- 
tion at  all.  I believe  these  societies  (Co-opera- 
tive Societies)  have  done  a great  deal  of  good 
in  the  country,  but  they  are  doing  an  exceed- 
ingly  large  share  of  the  retail  trade  of  the 


country,  and  although  they  do  not  make  profits 
in  the  ordinary  sense,  it  comes  to  this,  that 
that  immense  share  of  the  trade  is  done  without 
paying  the  share  to  the  Revenue  which  is  borne 
by  other  traders.  I think  that  is  something  that 
ought  to  be  remedied.  I think  members  of 
Co-operative  Societies  themselves  will  see  that 
that  is  not  quite  a reasonable  position,  and  that 
some  arrangement  later  on  will  be  possible  which 
will  make  it  fairer  from  that  point  of  view.  1 
can  assure  my  hon.  Friends  that  I sympathize 
with  retail  traders  in  connection  with  this 
matter.” 


144 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


Appendix  No.  31. 


MEMORANDUM  BY  THE  BOARD  OF  INLAND  REVENUE  ON  THE  SUBJECT  OF  THE 
EXEMPTION  FROM  INCOME  TAX  ENJOYED  BY  CHARITIES.  (See  Q.  20  988.) 


A.  Present  position  of  charities  under  the  Income 
Tax  Acfs. 

1-  Exemption  from  Income  Tax  is  granted: 

(a)  under  Schedule  A — 

(i)  to  colleges  and  halls  in  the  Universities, 

in  respect  of  their  public  buildings; 

(ii)  to  hospitals,  public  schools,  almshouses, 

and  literary  or  scientific  institutions, 
in  respect  of  their  public  buildings; 

(iii)  to  hospitals,  public  schools,  almshouses, 
and  all  trustees  for  charitable  pur- 
poses, in  respect  of  the  rents  and 
profits  of  lands,  tenements  and  here- 
ditaments, so  far  as  they  are  applied 
to  charitable  purposes. 

(. b ) under  Schedule  C — 

to  all  trustees  for  charitable  purposes 
in  respect  of  the  dividends  of  public 
funds,  so  far  as  they  are  applied  to 
charitable  purposes. 

(c)  under  Schedule  D — 

to  all  trustees  for  charitable  purposes 
in  respect  of  any  yearly  interest  or 
other  annual  payment  chargeable 
under  Schedule  D,  so  far  as  the  same 
is  applied  to  charitable  purposes. 

2.  It  will  be  observed  that  there  is  no  exemption 
in  respect  of  profits  derived  by  trustees  for  charit- 
able purposes  from  anything  in  the  nature  of  a 
trade  or  business.  In  a number  of  cases  the  Courts 
have  held  that  such  profits  are  liable  to  Income  Tax 
in  the  ordinary  way. 

3.  There  is  no  exemption  from  Income  Tax  under 
Schedule  B,  on  land  in  the  occupation  of  charities,' 
presumably  on  the  ground  that  the  occupation  of 
land  is  normally  for  the  purpose  of  carrying  on 
farming— a business  competing  with  private  indi- 
viduals. Where,  however,  the  land  is  occupied  for 
an  uncommercial  purpose  by  a charity  whose  build- 
ings are  specifically  exempted,  e.g.,  as  a recreation 
ground  of  an  hospital,  public  school  or  almshouse, 
exemption  is  in  practice  allowed. 

4.  It  will  further  be  seen  that  trustees  for  charit- 
able purposes  (other  than  those  specifically  mentioned 
in  the  Act  and  referred  to  in  paragraph  1 above) 
are  not  entitled  to  exemption  in  respect  of  lands  and 
buildings  in  their  own  occupation.  In  practioe,  how- 
ever, exemption  from  Schedule  A is  allowed  in  the 
case  of  churches,  chapels  and  other  buildings  used 
mainly  for  religious  purposes. 

5.  There  is  a considerable  body  of  Case  Law  relat- 
ing to  the  scope  of  the  Income  Tax  exemption  of 
charities,  and  it  has  been  held,  inter  alia,  that — 

(a)  a school  founded  not  for  profit  but  for  the 

benefit  of  a large  portion  of  the  public 
in  contradistinction  to  a particular  class 
or  sect,  and  partly  maintained  by  an 
endowment,  is  a “ public  school  ” within 
the  meaning  of  the  Income  Tax  Acts,  not- 
withstanding that  substantial  fees  may  be 
charged.  [Blake  v.  Mayor,  etc.,  of  London 
(1887),  19  Q.B.D.  79;  2 Tax  Cases,  209.] 

(b)  a hospital  conducted  on  the  principle  of 

letting  the  rich  patients  pay  for  the  poor 
is  not  entitled  to  exemption.  [Needham 
v.  Bowers  (1888),  21  Q.B.D. , 436;  2 Tax 
Cases,  360],  but  one  that  has  a substantial 
charitable  endowment  is  so  entitled, 
although  it  may  take  paying  patients  on 
remunerative  terms  [Cawse  v.  Nottingham 
Lunatic  Hospital  (1891),  1 Q.B.D.,  585-  3 
Tax  Cases,  39]. 


B.  What  constitutes  a charity  for  Income  Tax 
purposes. 

6.  After  considerable  divergence  of  opinion 

amongst  the  judges  concerned,  it  was  finally  decided 
by  the  House  of  Lords  in  the  year  1891,  in  the  case 
of  the  Special  Commissioners  of  Income  Tax  v 
Pcmsel  (1891),  A.C.  531;  3 Tax  Cases,  53,  that  the 
words  “charitable  purposes”  when  used  in  an 
Income  Tax  Act  must  be  given  their  technical  legal 
meaning.  6 

7.  This  technical  legal  meaning  is  derived  from  a 
Statute  of  Elizabeth,  43  Eliz.,  cap.  4 (which  enume- 
rates a list  of  charitable  purposes),*  and  is  consider- 
ably wider  than  the  popularly  accepted  meaning  of 
the  word  “ charity  ” in  the  sense  of  the  relief  of 
the  poor  and  the  sick.  Broadly  speaking,  “ charity,” 
in  this  legal  sense,  includes  all  gifts  of  general  public 
utility,  and  this  is  the  characteristic  feature  common 
to  ali  the  four  principal  divisions  into  which  Lord 
Macnaghten,  in  the  course  of  his  judgment  in  the 
above-mentioned  case  of  the  Special  Commissioners 
of  Income  Tax  v.  Pcmsel,  classified  “ charity  ” in 
its  legal  sense,  viz. : (1)  the  relief  of  poverty,  (2)  the 
advancement  of  education,  (3)  the  advancement  of 
religion,  (4)  other  purposes  beneficial  to  the  com- 
munity. It  should  be  observed  that  the  Income  Tax 
exemption  is  conferred  without  reference  to  the 
pecuniary  status  of  the  persons  receiving  benefit 
from  the  “ charity.” 

8.  The  Courts  in  deciding  whether  a particular 
trust  is  analogous  to  those  recited  in  the  Statute  of 
Elizabeth,  have  taken  a wide  view  as  to  what  consti- 
tutes a legal  charity,  and  in  determining  whether  a 
particular  object  is  for  the  benefit  of  the  public  (not 
necessarily  the  whole  community,  but  a section  of 
the  public),  have  been  guided  mainly  by  the  intention 
of  the  testator  or  donor,  and  provided  that  the  object 
is  not  actually  pernicious,  have  not  been  concerned 
to  inquire  whether  the  object  is  meritorious  or  is 
achieved. 

9.  The  general  result  is  that  many  institutions 
which  are  outside  the  popular  conception  of  charity 
are  within  the  exemption  from  Income  Tax,  e.g., 
the  Universities,  Eton  College,  the  Institution  of 
Civil  Engineers,  the  Anti- Vivisection  Society.  Legal 
charities  also  include  gifts  for  the  advancement  of 
education^  generally,  and  of  religion,  irrespective  of 
the  doctrines  which  the  charity  may  be  established 
to  advance.  It  may  be  observed,  too,  that  gifts  for 
general  public  purposes  are  none  the  less  charitable 
because  they  benefit  the  rich  as  well  as  the  poor, 
and  whilst  a trust  to  be  charitable  must  be  of  a 
public  character,  it  is  to  be  noted  that  the  distinction 
between  a public  and  a private  purpose  is  often  very 
fine.  For  example,  the  income  of  a trust  applicable 
to  the  education  of  individuals  with  a particular 
surname  has  been  held  to  be  within  the  Income  Tax 
exemption. 

C.  Generally. 

10.  In  1863  Mr.  Gladstone  proposed  to  repeal  the 
Income  Tax  exemption  in  favour  of  charities,  on 
the  ground  that  the  exemption  amounted'  to  a grant 
of  public  money  without  public  control,  and  that  a, 
large  number  of  charities,  especially  the  “dole” 
charities,  were  not  beneficial  to  the  community.  He 
pointed  out  that  the  wealthy  charities  with  big 

* The  charities  enumerated  in  the  Statute  of  Elizabeth  are  as 
follows : — 

The  relief  of  aged,  impitent  and  poor  people.  Mainten- 
ance of  sick  and  maimed  soldiers  and  mariners,  Schools  of 
learning,  free  schools  and  scholars  in  Universities.  Repairs 
of  bridges,  ports,  havens,  causeways,  churches,  sea  banks  and 
highways.  Education  and  preferment  of  orphans.  Relief, 
stock  or  maintenance  for  houses  of  correction.  Marriages  of 
poor  maids,  supportation  aid  and  help  of  young  tradesmen 
handicraftsmen  and  persons  decayed.  Relief  or  redemption 
of  prisoners  or  captives.  Aid  or  case  of  poor  inhabitants, 
concerning  payment  of  fifteenths, settling  out  of  soldiers  and 
other  taxes. 
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endowments  received  a large  grant  from  the  State, 
while  the  poorer  charities,  mainly  or  wholly  depen- 
dent on  annual  subscriptions,  received  little  or  no- 
thing. The  proposal  was  strongly  opposed  and  was 
eventually  dropped,  although  the  matter  went  so  far 
as  the  introduction  of  a repealing  clause  in  the 
Customs  and  Inland  Revenue  Bill  of  the  year  1863. 

Again  in  1871,  in  relation  to  the  Charity  Com- 
mission, a resolution  was  passed  in  the  House  of 
Commons  to  the  effect  that  “ discontinuing  the  ex- 
emption of  endowed  charities  from  Income  Tax  is  a 
suitable  method  of  carrying  out  the  decision  of  this 
House  against  the  payment  of  the  expenses  of  the 
Charity  Commission  out  of  public  funds.”  No  action 
was,  however,  taken  to  put  the  resolution  into  effect. 

11.  In  the  year  1914  there  was  a debate  in  the 
House  of  Commons  on  a proposal  that  the  exemption 
in  respect  of  public  buildings  should  be  extended  Co 
all  charities  and  not  be  restricted  to  the  specific 
institutions  mentioned  in  the  Income  Tax  Acts  (see 
paragraph  1 (a)  (i)  and  (ii)  above).  The  Government 
reply  to  the  proposal  was,  firstly,  that  any  amend- 
ment of  the  law  in  this  respect  could  only  be  agreed 
to  on  a complete  revision  of  the  whole  basis  of  the 
present  system  of  exemptions  and,  secondly,  that  such 
i (-.vision  should  bo  referred  as  a suitable  subject  to 
the  then  recently  promised  Commission  of  Inquiry  on 
the  Income  Tax  as  a whole.  The  proposal  is  now 
put  forward  for  the  consideration  of  the  Royal  Com- 
mission in  paragraph  19  of  this  Memorandum. 

12.  In  relation  to  this  question  of  the  relief  from 
Income  Tax  in  favour  of  charities,  the  following 
considerations,  amongst  others,  may  be  suggested:  — 

(a)  every  exemption  from  Income  Tax  throws 

an  additional  burden  on  the  rest  of  the 
community ; 

(b)  every  charitable  institution  or  body  which 

obtains  exemption  from  Income  Tax  may 
be  represented  as  receiving  a concealed 
subsidy  from  the  State,  unaccompanied  by 
State  control,  and  at  the  present  time  a 
subsidy  of  the  very  appreciable  amount  of 
6s.  in  every  £ of  its  income  from  endow- 
ment; 

(c)  the  effect  of  the  exemption  from  this  point 

of  view  is  to  force  the  State  into  the 
position  of  subsidising  in  perpetuity 
societies  which  in  their  aims  may  be 
diametrically  opposed  to  each  other,  e.g., 
a society  to  encourage,  and  a society  to 
discourage  vivisection ; 

{d)  the  interpretation  of  the  word  ‘ ‘ charity  '' 
for  Income  Tax  purposes  is  derived  from 
an  Elizabethan  Statute,  which  was 
designedly  wide  in  terms,  because  it  was 
enabled  to  protect  from  misapplication 
of  their  funds  various  kinds  of  trusts 
primarily  intended  to  benefit  the  poor  or 
the  community.  It  is  open  to  question 
whether  a wide  interpretation  derived  in 
this  manner  is  proper  in  relation  to  an 
exemption  from  Income  Tax; 

(e)  in  regal’d  to  exemptions  and  abatements  con- 
tained in  the  Income  Tax  Acts,  other  than 
those  relating  to  charities,  it  would  seem 
that  the  general  object  of  the  Legislature 
has  been  to  grant  relief  to  small  incomes 
and  funds  benefiting  the  poorer  classes  of 
the  community,  and  it  would  seem  more 
consistent  with  the  general  policy  of  the 
Income  Tax  Acts  to  apply  the  same 
principle  to  the  exemption  in  favour  of 
charities. 

13.  The  exemption  at  the  present  time  costs  the 
State  between  £4,000,000  and  £5,000,000  a year  in 
revenue. 

14.  In  these  circumstances  it  is  for  the  Royal  Com- 
mission to  consider  whether  it  is  desirable  that  the 
exemption  should  continue  on  its  present  wide  basis, 
or  whether  the  conditions  of  to-day  call  for  some 
restriction  of  its  scope. 

15.  If  some  restriction  is  considered  to  be  called 


for,  it  is  suggested  that  it  might  perhaps  take  the 
form  of  confining  the  relief  from  Income  Tax : — 

(a)  to  charities  concerned  primarily  to  benefit 

classes  of  persons  with  small  incomes, 
which,  if  not  below  the  limit  of  exemp- 
tion, are  subject  to  little  or  no  tax  after 
allowance  of  all  reliefs,  and 

(b)  to  other  charities  not  falling  under  (a),  but 

conforming  to  the  popular  conception  of 
the  term,  i.e.,  to  charities  for  the  relief 
of  physical  distress. 

16.  Under  a restricted  exemption  of  this  nature, 
charities  for  the  relief  or  education  of  the  poor, 
hospitals,  and  other  charities  for  the  relief  of 
physical  distress  (such  as  the  National  Life-Boat 
Institution)  would  continue  to  enjoy  the  relief.  On 
the  other  hand,  charities  for  the  education  of  the 
well-to-do,  religious  bodies,  and  the  miscellaneous 
charities  which  are  not  infrequently  for  the  benefit 
of  the  well-to-do  in  part,  or  are  for  the  dissemina- 
tion of  some  particular  doctrine,  religious  or  secular, 
would  no  longer  be  entitled  to  claim  relief. 

17.  There  is  no  reliable  information  to  show  with 
any  degree  of  accuracy  what  would  be  the  effect  on 
the  Revenue  of  a partial  restriction  of  the  exemp- 
tion on  these  lines,  but,  subject  to  a liberal  margin 
of  error,  it  is  estimated  that  there  would  be  a 
saving  to  the  State  of  about  £1,500,000  of  the  pre- 
sent annual  cost  of  the  exemption  (sec  paragraph  13). 
There  is  no  doubt  that  there  would  be  strong  opposi- 
tion to  the  proposal,  particularly  from  the  richer 
charities,  receiving  all,  or  nearly  all,  their  income 
from  endowments,  and  therefore  affected  in  the 
greatest  degree  (sec  paragraph  10),  but  there  is  no 
evidence  to  show  that  the  restriction  would,  except 
in  a very  few  cases,  involve  any  serious  disturbance 
of  the  finances  of  the  institutions  concerned. 

18.  Demands  would  no  doubt  be  put  forward  in 
some  cases  for  a State  subvention  or  an  increased 
State  subvention;  even  so,  relief  from  Income  Tax  is, 
apart  from  other  considerations,  not  a scientific 
method  of  giving  State  support  to  any  object  and 
if  in  any  of  the  cases  affected  the  State  should  see 
fit  to  make  a direct  contribution  in  lieu  of  the 
present  Income  Tax  exemption,  it  would  be  open 
to  the  State  to  make  this  contribution  dependent 
on  the  proper  administration  of  the  institution  con- 
cerned, and  to  take  such  steps  as  might  be  necessary 
to  see — 

(a)  that  the  State’s  contribution  is  economically 

and  effectively  expended,  and 

(b)  that  the  relief  afforded  is  neither  inadequate 

nor  excessive 

Apart,  however,  from  the  general  question  of  the 
extent  of  the  exemption  in  favour  of  charities,  there 
are  three  subsidiary  points  to  which  it  is  desired  to 
invite  the  attention  of  the  Royal  Commission  with 
a view  to  such  amendment  of  the  existing  law  as 
may  seem  to  be  required. 

19.  In  cases  where  the  Statute  grants  exemption 
from  Income  Tax  on  the  rents  and  income  of  invested 
funds  of  trustees  for  charitable  purposes  (see  para- 
graph 1),  there  seems  no  logical  reason  for  withhold- 
ing the  exemption  from  Schedule  A tax  on  properties 
in  the  occupation  of  the  trustees. 

20.  In  the  case  of  hospitals,  public  schools  and 
almshouses,  exemption  from  Schedule  A tax  is  not 
allowed  on  the  portion  occupied  by  an  individual 
official  whose  total  income  exceeds  £150.  It  is  sug- 
gested that  this  limit  of  income  should  be  altered 
so  as  to  conform  with  the  limit  of  exemption,  in  force 
for  the  time  being,  and  that  in  the  case  of  a literary 
or  scientific  institution  (where  the  law  at  present 
imposes  no  corresponding  income  limit  at  all)  the 
same  limit  should  bo  provided. 

21.  Section  40  (2)  of  the  Income  Tax  Act,  1918, 
requires  the  claim  by  a charity  to  be  verified  by 
affidavit  before  a General  or  Additional  Commis- 
sioner for  the  division  in  which  the  treasurer,  trustee 
or  other  duly  authorized  agent  of  the  charity  resides. 
In  practice,  a declaration  before  a Minister  of  Reli- 
gion, Justice  of  the  Peace,  or  a Commissioner  of 
Oaths  is  accepted  and  it  is  suggested  that  the  law- 
might  well  be  brought  into  line  with  the  practice. 
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MEMORANDUM  BY  THE  BOARD  OF  INLAND  REVENUE  ON  THE  SUBJECT  OF  THE  INCOME 
TAX  ASSESSMENT  (A)  ON  WOODLANDS,  AND  (B)  ON  SPORTING  RIGHTS  AND  FISHINGS 
(See  Q.  20,989.) 


(A)  WOODLANDS. 

1.  In  the  normal  course,  woodlands  are  assessed 
to  Income  Tax  in  the  same  manner  as  other  lands ; 
that  is,  as  regards  the  ownership,  under  Schedule  A, 
and  as  regards  the  occupation,  under  Schedule  B. 
The  assessment  under  Schedule  B is  made  upon  the 
full  annual  value  of  the  woodlands. 

2.  Under  the  provisions  of  Rule  7,  Schedule  B of 
the  First  Schedule  to  the  Income  Tax  Acts,  1918, 
any  person  occupying  woodlands,  who  proves  to  the 
satisfaction  of  the  District  Commissioners  or  the 
Special  Commissioners,  that  those  woodlands  are 
managed  by  him  on  a commercial  basis  and  with  a 
view  to  the  realization  of  profits,  may  elect  to  be 
charged  to  Income  Tax  in  respect  of  the  occupation 
thereof  under  Schedule  D instead  of  under  Schedule 
B.  In  that  case  the  profits  from  the  occupation 
are  calculated  for  assessment  under  Schedule  D in 
the  same  manner  as  profits  arising  from  a trade. 

3.  The  election  to  be  assessed  under  Schedule  D is 
required  to  extend  to  all  woodlands  on  the  same 
estate  managed  on  a commercial  basis.  The  only 
exception  to  this  rule  is  in  the  case  of  woodlands 
which  have  been  planted  or  replanted  since  the 
19th  July,  1916  (the  date  of  passing  of  the  Finance 
Act,  1916),  where,  on  notice  being  given  to  the  Dis- 
trict Commissioners  or  the  Special  Commissioners 
within  a year  of  the  planting  or  replanting,  the 
occupier  is  entitled  to  treat  these  woodlands  as  being 
woodlands  on  a separate  estate. 

4.  The  election  to  be  assessed  under  Schedule  D 
in  lieu  of  Schedule  B not  only  has  effect  as  respects 
the  year  of  assessment  for  which  the  election  is  made, 
but  is  binding  for  all  future  years  of  assessment,  so 
long  as  the  woodlands  remain  in  the  occupation  of 
the  person  making  the  election. 

5.  An  occupier  of  woodlands  assessed  under  Schedule 
D has,  of  course,  the  same  right  of  appeal  as  any 
other  taxpayer  charged  under  that  Schedule,  and  he 
may  claim  a revision  of  the  assessment  under  the 
provisions  of  section  43  of  the  Income  Tax  Act,  1918, 
if  he  can  show  that  his  profits  from  the  woodlands 
have  diminished  owing  to  circumstances  attributable 
directly  or  indirectly  to  the  war.  Also,  an  occupier  of 
woodlands  assessed  under  Schedule  D,  who  has  sus- 
tained a loss  in  any  year  from  the  occupation  of  such 
woodlands,  and  who  proves  the  loss  to  the  satisfaction 
of  the  District  or  Special  Commissioners,  may,  under 
the  provisions  of  section  34  of  the  Income  Tax  Act, 
1918,  claim  repayment  of  so  much  of  the  sum  that 
he  has  paid  for  Income  Tax  as  represents  tax  upon 
income  equal  to  the  amount  of  his  loss. 

(B)  SPORTING  RIGHTS  AND  FISHINGS, 

6.  The  Board  of  Inland  Revenue  think  it  desirable 
to  bring  to  the  notice  of  the  Royal  Commission  the 
following  facts  relating  to  the  assessment  to  Income 
Tax,  Schedule  A,  of  rights  of  sporting  and  fishing. 

History  of  assessment  of  sporting  rights. 

7.  In  the  Income  Tax  Act  of  1918,  as  in  previous 
Acte  relating  to  Income  Tax,  there  is  no  specific 
mention  of  “ sporting  rights,”  whether  of  shooting 
or  fishing.  However,  among  the  subjects  mentioned 
in  Rule  3 of  No.  Ill,  Schedule  A,  “ fishings  ” are 
included,  and  in  common  with  the  other  concerns 
named  in  that  Rule,  “ the  annual  value  (of  fishings) 
“ shall  be  understood  to  be  the  profits  of  the  pre- 
“ ceding  year.”  Again,  in  section  170  (2)  (b)  it  is 
provided  that  “ where  the  tax  is  charged  on  the 
“ profits  of  manors  or  royalties,  markets  or  fairs,  or 
“ on  tolls,  fisheries  or  any  other  annual  or  casual 
“ profits  not  distrainable,  the  owner,  occupier  or  re- 
“ ceiver  of  the  profits  thereof  shall  be  answerable  for 
“ the  tax  so  charged,  and  may  retain  and  deduct 
“ the  same  out  of  any  such  profits.” 

8.  The  above-mentioned  Rule  3 of  No.  Ill, 
Schedule  A,  and  section  170  (2)  (h)  of  the  Income 
Tax  Act  of  1918,  merely  reproduce  provisions  of  the 
Income  Tax  Act  of  1842,  and  there  has  been  no 
modification  of  the  Income  Tax  charge  on  sporting 


rights  since  the  date  of  passing  of  the  earlier  Act, 
at  which  time  it  is  doubtful  whether  the  annual 
value  of  sporting  rights  was  ever  thought  of  except 
as  an  incident  of  the  ownership  or  occupation  of 
land. 

9.  Further  confirmation  of  this  view  is  found  in 
the  law  of  rating.  In  England,  sporting  rights  were 
not  mentioned  in  connection  with  rating  prior  to 
the  Rating  Act  of  1874,  which  enacted  that  where 
any  right  of  sporting  is  severed  from  the  occupation 
of  land  and  is  not  let,  the  occupier  is  to  be  rated  for 
the  full  value  of  the  land  (including  the  right  of 
sporting),  but  may  deduct  from  his  rent  the  rates 
paid  in  respect  of  any  increase  of  his  assessment 
on  account  of  the  value  in  the  sporting  being  rated, 
and  that  where  the  severed  right  is  let,  then  either 
the  owner  of  the  right  or  the  lessee  may  be  rated  as 
the  occupier  of  such  right. 

In  Scotland,  the  Lands  Valuation  Act  of  1854, 
had  enacted  that  the  expression  “lands  and  herit- 
ages ” should  extend  to  and  include  shootings  and 
deer  forests  “ where  such  shootings  and  deer  forests 
are  actually  let.”  From  this  it  followed  that  where 
these  were  kept  in  the  owners’  hands  they  entirely 
escaped  assessment.  This  omission  was  remedied  by 
the  Sporting  Lands  Rating  (Scotland)  Act,  1886, 
which  repealed  the  limitation  quoted  above  as  to 
actual  letting.  The  Act  of  1886  further  provided 
that  the  Assessor  should  enter  separately  for  each 
parish  and  in  respect  of  each  proprietor  therein  the 
yearly  value  of  the  shootings  over  the  lands  belonging 
to  him  within  such  parish. 

10.  While  the  Legislature  has,  since  the  year  1842, 
brought  sporting  rights  completely  within  the  scope 
of  local  rating,  whether  such  rights  are  in  the  occu- 
pation of  a tenant  or  of  their  owner,  no  steps  have 
been  taken  to  effect  a parallel  advance  in  the  region 
of  Income  Tax  liability. 

Present  position. 

11.  The  present  position  as  to  the  assessment  to 
Income  Tax,  Schedule  A,  of  sporting  rights  including 
fishing  rights  attached  to  lands  is  as  follows:  — 

England  and  Wales. 

12.  (a)  Where  the  owner  retains  or  lets  the  right 
of  sporting  over  lands  in  his  own  occupation,  or 
where  he  lets  lands  to  a tenant  together  with  the 
right  of  sporting — whether  the  tenant  sub-lets  such 
right  or  otherwise — the  assessments  to  Income  Tax 
under  Schedule  A are  made  in  one  sum  on  the  full 
annual  value  of  the  lands  including  the  sporting 
rights. 

(6)  Where  the  owner  lets  lands  to  one  person  and 
the  right  of  sporting  thereover  to  another,  the  Income 
Tax  assessment  on  the  sporting  rights  is  made  on  the 
owner  under  Rule  7 of  No.  II,  Schedule  A. 

(c)  Where  the  owner  retains  to  himself  the  right 
of  sporting  over  lands  let,  no  assessment  is  made  in 
respect  of  such  rights. 

Scotland. 

13.  (a)  Where  tho  owner  lets  the  right  of  sporting 
together  with  the  land  to  the  same  tenant,  whether 
the  tenant  sub-lets  the  sporting  rights  or  not,  the 
assessment  under  Schedule  A is  to  be  made,  under 
the  General  Rule  of  No.  I,  Schedule  A,  on  the  full 
annual  value  of  the  land  as  enhanced  by  the  sporting 
rights. 

(b)  In  all  cases  where  sporting  rights  as  such  are 
let,  the  Schedule  A assessment  is  made  under  Rule  7 
of  No.  II,  Schedule  A. 

(c)  Where  the  owner  retains  the  right  of  Bporting 
over  his  estate  no  assessment  is  made  in  respect  of 
sporting  rights. 

Ireland. 

14.  Sporting  rights  are  not  included  in  the  valua- 
tion on  which  the  assessment  under  Schedule  A is 
based  in  Ireland.  Sporting  rights  are  assessed  under 
Schedule  D in  all  cases  whero  they  are  let  apart 
from  the  land,  whether  the  land  itself  is  in  the 
occupation  of  the  owner  or  the  tenant. 
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General. 

15.  Of  late  years  there  have  been  many  instances 
— particularly  in  Scotland — of  estates  which  have 
been  bought  by  the  former  shooting  and  fishing 
tenants.  The  immediate  result  has  been  that 
whereas,  while  the  present  owners  were  tenants,  the 
sporting  and  fishing  rights  were  duly  assessed  under 
Schedule  A,  such  rights  now  escape  assessment.  It 
is  difficult  to  justify  this  result  inasmuch  as  the 
rights  in  question  are  just  as  valuable  now  as  they 
were  before,  and  their  exemption  from  Income  Tax 
should  clearly  not  follow  from  the  mere  change  of 
ownership. 

16.  The  present  position  of  sporting  rights  in  rela- 
tion to  Income  Tax  is  the  exact  counterpart  of 


that  which  existed  in  relation  to  rating  in  England 
prior  to  the  Rating  Act  of  1874,  and  in  Scotland 
prior  to  the  Sporting  Lands  Rating  (Scotland)  Act, 
1886.  It  is  suggested  for  the  consideration  of  the 
Royal  Commission  that  no  reason  exists  for  the 
perpetuation  of  the  present  Income  Tax  position, 
and  it  is  submitted  that  the  Income  Tax  law  in 
relation  to  sporting  rights  should  be  modified  so  as 
to  accord  with  the  present  Rating  law  and  that 
sporting  and  fishing  rights  should  be  assessed  to 
Income  Tax  under  Schedule  A on  the  basis  of  their 
annual  value,  irrespective  of  whether  they  happen 
to  be  in  the  hands  of  an  owner  or  a tenant.  It 
may  be  added  that  assessments  of  considerable 
amount  are  involved. 


Appendix  No.  33. 


SUGGESTED  RETURN  FORM  AS  TO  THE  BASIS  OF  COMPUTATION  OF  BUSINESS  PROFITS. 
Handed  in  by  Mr.  F.  S.  Towi.e  and  Mr.  W.  S.  Best  on  6th  November,  1919.  (See  Q.  21,542.) 


1.  Are  Books  kept  in  which  all  the  business  transactions  are  recorded  ? 

2.  Are  Accounts  of  the  following  nature  prepared  periodically  from 

the  books : — 

(«)  Trading  and/or  Profit  and  Loss  Accounts  ? 

(6)  Balance  Sheets  ? 

If  Accounts  are  prepared — 

(c)  is  an  independent  Accountant  employed  ? if  so,  state  name  ... 

(d)  is  an  Audit  made  ? 

3.  Has  the  Return  been  compiled  by  the  Accountant  referred  to  above? 


1. 


2.  («) 

Lb) 


(<0 

(d) 


4.  Shew,  in  the  space  below,  how  the  amount  of  Profits  returned  has  been  arrived  at. 

[iV.  B. — In  so  far  as  figures  complying  with  the  requirements  below  have  been  furnished,  in  a previous  ^ Return 
it  will  suffice  at  present  if  you  state  so  in  the  columns  relating  to  the  particular  years  for  which  the 
figures  have  been  so  given.)  


Year  to 

Year  to 

Year  to 

19  . 

19  . 

19  . 

Profit  Balance,  per* 

Add  (i)  items  which  have  been  deducted  in  course  of  arriviug  at  the 
above  Profit  Balance  but  which  are  not  admissible  (see  for  example, 
Note  4 on  sheet  enclosed)  ; and  (ii)  items  not  credited  in  arriving 
at  the  above  Profit  Balance  : — 

t 

£ 

£ 

£ 

Total  £ 

Deduct  any  allowable  items  which  have  not  already  been  deducted 
in  course  of  arriving  at  the  above  Profit  Balance  (see  Note  4 on 
sheet  enclosed)  : — 

t 

Total  of  such  additional  deductions  £ 

Net  assessable  profits  (to  be  given  for  each  of  the  3 years,  in  all  cases)  £ 

3 ) £^ 

Average  Profits,  as  Returned  for  Assessment  £ 


* Insert  “ Profit  and  Loss  A/c,"  “ Trading  A/c,”  “ Books,”  etc.,  as  the  case  may  require, 
f Each  such  item  should  be  inserted  separately,  and  described. 
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REPORT  OP  THE  COMMITTEE  APPOINTED  BY  THE  BOARD  OF  GENERAL  COMMISSIONERS 
ON  THE  4th  MARCH,  1919. 

Paper  handed  in  by  Mr.  Copley  Delisle  Hewitt,  on  6th  November,  1919.  (See  Q.  21,556.) 


Tebms  oe  reference.  To  report  upon  the  present 
administration  by  the  office  o(  the  Commissioners  of 
laxes  for  the  City  of  London,  with  such  retrospect 
as  may  be  necessary  for  purposes  of  comparison.” 

Committee : 

H.  Cosmo  0.  Bonsor.  Esq.  (Chairman). 

Richard  White,  Esq. 

Copley  Hewitt,  Esq. 

W.  W.  Leuchars,  Esq.  (Secretary). 

(1)  Your  Committee  beg  to  report  as  follows:  — 

The  several  Boards  which  control  and  deal  with 
the  assessment  and  collection  of  Income  Tax  In- 
habited House  Duty,  and  Land  Tax  in  the  Citv  of 
London  consist  of : — J 

1.  I he  Board  of  General  Commissioners. 

2.  The  Board  of  Additional  Commissioners. 

3.  The  Board  of  Commissioners  for  Duties  on 

Offices. 

4.  The  Board  of  Commissioners  of  Land  Tax. 

The  statutory  provisions  enumerating  the  powers 

and  duties  of  the  various  Boards,  other  than  the 
Board  of  Commissioners  of  Land  Tax,  are  contained 
in  the  Income  Tax  Act,  1918.  This  Act,  being  “ an 
Act  to  consolidate  the  enactments  relating  to  Income 
Tax,”  was  passed  on  the  8th  August,  1918,  and  came 
into  operation  on  the  6th  April,  1919. 

1.  General  Commissioners. 

(2)  Constitution  of  the  Board. 

The  Board  of  Commissioners  for  the  General  Pur- 
poses of  the  Income  Tax  (Schedules  D.  and  A.  and 
Inhabited  House  Duty)  consists  of  sixteen  members 
appointed  under  the  provisions  of  the  Income  Tax 
Act,  1842,  as  follows: 

Seven  by  the  Land  Tax  Commissioners. 

Two  by  the  Mayor  and  Aldermen  of  London  out 
of  eight  persons,  four  of  whom  shall  be  Aider- 
men,  to  be  returned'  to  them  by  the  Common 
Council . 

Two  by  the  Bank  of  England. 

One  by  the  Directors  of  the  East  and  West  India 
Dock  Company. 

One  by  the  Directors  of  the  London  Dock  Com- 
pany. 

One  by  the  Directors  of  St.  Katherine  Dock 
Company. 

One  by  the  Governor  and  Directors  of  the  London 
Assurance  Company. 

One  by  the  Governor  and  Directors  of  the  Royal 
Exchange  Assurance  Company. 

The  representation  on  the  Board  of  the  Dock  Com- 
panies has  been  modified  as  follows.  By  special  Act 
of  Parliament  (27  and  28  Viet.,  c.  178)  in  1864,  the 
London  Dock  Company  and  St.  Katherine  Dock 
Company,  together  with  the  Victoria  (London)  Dock 
Company,  were  amalgamated  to  form  the  London 
and  St.  Katherine  Docks  Company.  By  63  and  64 
Viet.,  c.  Ill,  the  London  and  India  Docks  Company 
was  incorporated.  This  was  an  amalgamation  from 
1st  January,  1901,  of  the  London  and  St.  Katherine 
Docks  Company  with  the  East  and  West  India  Dock 
Company,  so  that  the  three  dock  companies  above 
mentioned  became  then  amalgamated  in  the  London 
and  India  Docks  Company.  The  Port  of  London 
Authority  was  established  by  the  Port  of  London 
Act,  1908.  To  it  were  transferred  (inter  alia)  the 
undertakings  of  the  London  and  India  Docks  Com- 
pany as  from  the  31st  March,  1909.  The  City  of 
London  Income  Tax  Commissioners  have  always 
regarded  that  Company,  and  at  present  regard  the 
Port  of  London  Authority,  as  succeeding  to  the  right 
of  the  three  original  constituents  to  appoint  Com- 
missioners of  Income  Tax.  At  present  the  list  of 
acting  General  Commissioners  for  the  City  of  London 
contains  two  Commissioners  who  were  appointed  by 
the  London  and  India  Docks  Company,  and  one 


Commissioner  appointed  by  the  Port  of  London 
Authority. 

Ihe  London  Assurance  Corporation  was  incorpo- 
rated by  Royal  Charter  dated  22nd  June,  1720.  It 
has  a Governor,  sub-Governor,  deputy  Governor  and 
Directors.  It  is  the  same  concern  as  is  referred  to  as 
the  London  Assurance  Company  in  the  Income  Tax 
Act,  1842.  The  present  list  of  acting  General  Com- 
missioners for  the  City  of  London  contains  one  Com- 
missioner appointed'  by  the  London  Assurance 
Corporation. 

The  Royal  Exchange  Assurance  Corporation  was 
incorporated  by  Royal  Charter  of  22nd  June,  1720. 
It  is  now  governed  by  its  special  Act  of  1901  (1  Ed. 
VII.,  c.  10),  which  repealed  all  previous  Acts.  It 
has  a Governor,  sub-Governor,  deputy  Governor  and 
Directors,  and  is  the  same  concern  as  is  referred  to 
in  the  Income  Tax  Act,  1842,  as  the  Royal  Exchange 
Assurance  Company.  The  present  List  of  acting 
General  Commissioners  for  the  City  of  London  con- 
tains one  Commissioner  appointed  by  the  Royal 
Exchange  Assurauce  Corporation. 

By  the  Income  Tax  Act,  1918  (s.  59  and  the  Second 
Schedule),  the  above  constitution  of  the  Board  has 
been  confirmed,  and  in  particular  the  appointment 
of  three  members  is  conferred  upon  the  Port  of 
London  Authority. 

(3)  Qualification  of  Commissioners. 

The  qualification  of  a General  Commissioner  for 
the  City  of  London  was  fixed  by  the  Inoomo  Tax  Act, 
1842,  s.  10,  at  (a)  £200  per  annum  in  respect  of 
real  estate;  or  (b)  £5,000,  or  producing  annual  in- 
come of  £200  in  respect  of  personal  estate ; or  (c) 
£200  per  annum  in  respect  of  combined  real  and 
personal  estate ; or  (d)  the  eldest  son  of  a person 
possessing  in  right  of  his  own  estate  three  times 
the  value  in  estate  required  for  the  qualification  of 
a Commissioner. 

(4)  Members  of  the  Board. 

The  present  Board  consists  of  the  following  mem- 
bers, the  sources  of  their  respective  appointments, 
with  the  dates,  in  brackets,  being  added  after  their 
names : 

H.  Cosmo  0.  Bonsor,  Esq.,  Bank  of  England 
(1886),  Chairman  (1902). 

Howard  Morley,  Esq.,  Land  Tax  Commission 
(1888),  Deputy  Chairman  (1907). 

The  Rt.  Hon.  Lord  Aldenham,  Land  Tax  Com- 
mission (1892). 

Greville  Horsley  Palmer,  Esq.,  The  London 
Assurance  Corporation  (1899). 

Alderman  Sir  Wm.  Purdie  Treloar,  Bart.,  Cor- 
poration of  the  City  of  London  (1902). 

Sydney  Eggers  Bates,  Esq.,  London  and  India 
Docks  Co.  (1903). 

Charles  Franklin  Torrey,  Esq.,  Land  Tax  Com- 
mission (1904). 

Sir  Alfred  Dent,  K.C.M.G.,  Land  Tax  Com- 
mission (1906). 

Fred'  Pook,  Esq.,  London  and  India  Docks  Co. 
(1908). 

Henry  Alexander  Trotter,  Esq.,  Land  Tax  Com- 
mission (1911). 

Cecil  Lubbock,  Esq.,  Bank  of  England  (1913). 

Walter  Burgh  Gair,  Esq.,  Land  Tax  Commission 
(1915). 

Richard  White,  Esq.,  Port  of  London  Authority 
(1918). 

Alderman  Sir  Alfred  Jas.  Newton,  Bart.,  Cor- 
poration of  the  City  of  London  (1919). 

The  Rt.  Hon.  Lord  Ebury,  Royal  Exchange 
Assurance  Corporation  (1919). 

Your  Committee  regret  to  report  the  deaths  of  the 
following  Members  of  the  Board : 

William  Delisle  Powles,  Esq.,  a Land  Tax  Com 
missioner  since  1886,  and  also  a Member  of 
this  Board  for  upwards  of  21  years. 
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William  Henry  Pannell,  Esq.,  F.C.A.,  appointed 
to  the  Board  in  1902  on  the  nomination  of  the 
Corporation  of  the  City  of  London. 

Mr.  Alderman  James  William  Domoney,  a repre- 
sentative of  the  Port  of  London  Authority, 
appointed  in  1915. 

William  Gair  Rathhone,  Esq.,  the  representative 
of  the  Royal  Exchange  Assurance  Corporation 
since  1911. 

The  several  Boards  and  the  commercial  community 
are  greatly  indebted  to  each  of  the  above  for  much 
valuable  service.  The  vacancy  on  the  Board  occa- 
sioned by  the  death  of  Mr.  W.  D.  Powles  has  not 
yet  been  filled. 

(5)  Income  assessed. 

For  the  financial  year  ended  on  the  5th  day  of 
April,  1919,  the  Board  signed  and  allowed  271  books 
of  assessments  and  324  duplicates  of  assessments 
under  Schedules  D.  A.  and  Inhabited  House  Duty. 
The  figures  covered  by  the  above  assessments  were 
as  follows : total  gross  income  and  annual  values 
assessed,  £220,095,953  Os.  6d.  Net  income  charge 
able  with  duty,  £203.049,503  7s.  6d.  Net  Income 
Tax  payable  to  the  Revenue,  £58,461,499  15s.  7d. 
These  figures  constitute  the  largest  figures  for  which 
the  Board  has  ever  been  responsible  since  the  Income 
Tax  was  first  imposed.  It  is  interesting  to  point 
out  that  the  Income  Tax  payable  by  the  City  of 
London  produces  one  quarter  of  the  whole  of  the 
Income  Tax  collected  from  the  United  Kingdom. 
Tables  are  annexed  to  the  Report  shewing  the  steady 
growth  of  the  income  assessed  and  the  Income  Tax 
raised  from  the  year  1903  to  the  present  time. 

(6)  Board  meetings,  appeals,  etc. 

The  Board  met  on  19  occasions  during  the  year, 
Details  of  the  principal  appeals  heard  by  the  Board 
appear  later  in  this  Report  under  the  heading  of 
Appeals.  Most  of  these  appeals  involved  important 
questions  of  principle  and  were  attended  by  counsel, 
and  in  some  cases  occupied  the  attention  of  the 
Board  during  several  sittings. 

(7)  Excess  Profits  Duty. 

The  Finance  (No.  2)  Act,  1915,  first  imposed  the 
Excess  Profits  Duty,  and  by  s.  45  (5)  entrusted  this 
Board  with  the  duty  of  hearing  appeals  against 
assessments  made  by  the  Commissioners  of  Inland 
Revenue.  These  appeals  have  been  numerous,  and 
as  they  frequently  raise  points  both  novel  and  diffi- 
cult they  have  added  considerably  to  the  work  which 
the  Board  has  been  hitherto  called  upon  to  perform. 

(8)  Repayments. 

Meetings  of  the  Board  periodically  held  for  this 
purpose  considered  applications  for  repayment  of 
Income  Tax  under  s.  23  of  the  Act  of  1890  and  ss.  24 
(2)  (3)  of  the  Act  of  1907,  and  185  certificates  were 
issued  after  hearing  the  applicants  in  person  and  the 
Surveyors  of  Taxes.  782  certificates  for  repayment 
under  other  statutory  provisions  were  also  signed  by 
the  Board  in  cases  where  personal  attendance  of  the 
applicants  was  not  required. 

(9)  Certificates  of  removal. 

The  Board  signed  during  the  year  845  certificates 
of  removal  preparatory  to  the  issue  of  signed  warrants 
by  the  Local  Commissioners  for  the  recovery  of  tax 
outside  the  City  of  London. 

(10)  Adjustment  appeals. 

14,415  applications  for  reduction  or  discharge  of 
assessments  were  allowed  by  the  Board.  It  must  he 
understood  that  these  applications,  although  rightly 
called  “Appeals,”  inasmuch  as  they  vary  assessments 
already  made,  are  in  the  great  majority  of  cases 
formal  adjustments  of  assessments  on  application  by 
the  taxpayer  to  the  Assessor  and  forwarded  to  the 
Commissioners  as  unopposed  by  the  Surveyor  of  Taxes. 
These  adjustments  arise  principally  on  subsequent 
application  by  the  taxpayers  for  statutory  allowances 
previously  omitted  to  be  claimed — e.g.,  abatements, 
Life  Insurance,  allowances  for  wife  and  children,  un- 
earned income  relief,  three  years’  averages,  &c. 
Each  of  the  above  applications  and  certificates,  before 
being  recommended  to  the  Board  for  confirmation,  is 


considered  personally  by  the  Clerk  to  the  Commis- 
sioners on  questions- of  principle,  and  the  figures  are 
examined  by  a staff  clerk  specially  detailed  for  the 
purpose. 

2.  Additional  Commissioners. 

(11)  Constitution  and  qualification. 

The  Board  of  Additional  Commissioners  is  appointed 
by  the  Board  of  General  Commissioners  under  s.  16 
of  the  Income  Tax  Act,  1842  (now  superseded  by  s.  61 
of  the  Income  Tax  Act,  1918)  to  make  assessments 
under  Schedule  D.  The  qualification  of  an  Additional 
Commissioner  for  the  City  of  London  is  in  respect  of 
estate  of  the  like  nature  as,  and  of  one  half  the  value 
of,  that  required  for  a General  Commissioner  as  stated 
above.  The  present  Board  consists  of  the  following 
members,  with  the  dates  of  their  appointments:  — 

Arthur  Hill,  Esq.  (1907).  Chairman  (1912). 

Archibald  Thomas  Pechey,  Esq.  (1907). 

Frederick  Wolff  May,  Esq.  (1907). 

Major  Reginald  Bonsor  (1907). 

Col.  Charles  Evelyn  Johnson  (1911). 

Edward  Clifton  Brown,  Esq.  (1914). 

Frederick  William  Lund,  Esq.  (1914). 

Alderman  Sir  William  Henry  Dunn,  Bart. 

(1914). 

Sidney  Marr  Ward,  Esq.  (1919). 

Capt.  Sir  William  Fitzroy  Farquhar,  Bart.,  a 
member  of  the  Board,  was  killed  in  action  on  14th 
October,  1918.  Your  Committee  desire  to  record  their 
sense  of  the  great  loss  which  the  Board  has  sustained 
and  their  appreciation  of  the  valuable  services 
rendered  by  him  during  his  tenure  of  office.  Mr. 
Arthur  Hill,  the  Chairman  of  the  Board,  has  accepted 
an  appointment  as  a member  of  the  Royal  Commis- 
sion on  Income  Tax  now  sitting. 

(12)  Board  meetings. 

The  Board  held  20  meetings  at  various  periods  of 
the  year  to  deal  with  first  assessments,  and  March  and 
July  additional  assessments.  208  Schedule  D.  books 
of  assessment  were  signed  and  allowed,  including  no 
less  than  9,413  individual  assessments  extracted  for 
their  special  consideration  and  only  allowed  after 
discussion  with  the  Surveyor  in  person  and  a full 
disclosure  of  the  particulars  of  each  case.  The  work 
of  the  Board,  particularly  in  the  autumn  months, 
when  the  first  assessments  for  the  financial  year  are 
passed  and  signed,  has  become  extremely  onerous, 
and  this  has  been  particularly  noticeable  during  the 
past  year,  owing  to  the  absence  on  military  or  other 
war  services  of  several  members  of  the  Board.  The 
thanks  of  the  general  body  of  the  Commissioners  are 
due  to  those  members  who  attended  regularly  at  a 
time  when  there  were  so  many  other  calls  upon  their 
services.  It  is  thought  these  difficulties  might  be 
overcome  and  the  assessments  dealt  with  more  rapidly 
in  the  future  if  the  number  of  members  of  the  Board 
woro  increased  and  a rota  arranged  for  their  attend- 
ance. Your  Committee  desire  to  add  their  testimony 
to  the  excellence  of  the  work  of  this  branch  of  the 
administration,  securing,  as  it  does,  a great  sense 
of  fairness  and  efficiency  due  to  the  high  personal 
standing  of  members  of  this  Board  in  different 
branches  of  London  commerce,  and  to  the  special 
knowledge  which  they  are  able  to  bring  to  a solution 
of  the  various  problems  presented  to  them. 

3.  Commissioners  for  Duties  on  Offices. 

(13)  Constitution  of  the  Board. 

The  Board  of  Commissioners  for  Duties  on  Offices 
(Schedule  E.)  consists  of  seven  members  appointed 
by  the  Corporation  of  London  under  s.  32  of  the 
Act,  5 & 6 Vic.,  c.  35  (now  superseded  by  s.  70  (1) 
of  the  Income  Tax  Act,  1918),  which  provides  as 
follows:  “The  Mayor,  Aldermen  and  Common 

Council,  or  the  principal  officers  or  members  by  what- 
ever name  they  shall  be  called,  of  every  corporate 
city,  borough,  town  or  place,  and  of  every  cinque 
port  throughout  Great  Bi'itain,  or  any  three  or  more 
of  them,  not  in  any  case  exceeding  seven,  shall  be 
Commissioners  for  executing  this  Act,  and  the  provi- 
sions herein  contained  in  relation  to  the  public  offices 
or  employments  of  profit  in  such  city,  corporation, 
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and  in  every  guild,  fraternity,  company  or  society, 
whether  corporate  or  not  corporate,  within  such  city, 
corporation  or  cinque  port.” 

This  Board  has  control  of  the  assessment  and  col- 
lection of  the  Income  Tax  on  salaries  and  fees  of 
officials  of  public  companies,  and  appeals  arising 
thereon.  The  present  members  of  the  Board,  with 
the  dates  of  their  appointments,  are  as  follows:  — 

Alderman  Sir  Johu  Charles  Bell,  Bart.  (1894), 
Chairman  (1903). 

Thomas  Anthony  Woodbridge,  Esq.  (1894). 

Sir  Richard  Staplejr  (1898). 

Alderman  Sir  John  James  Baddeley  (1903). 

Mr.  Deputy  Millar  Wilkinson  (1914). 

Maurice  Jenks,  Esq.  (1914). 

Mr.  Deputy  Walker  Henry  Key  (1915). 

(14)  Income  assessed. 

The  gross  income  assessed  under  Schedule  E.  for 
the  financial  year  ended  on  the  5th  day  of  April, 
1919,  amounted  to  £36,354,040  16s.  8d'  The  net 
income  chargeable  with  duty  for  the  same  period  was 
£26,320,866  0s.  10d.,  and  the  total  duty  payable 
£5,604,013  Is.  3d.  Tables  are  annexed  to  this  Report 
showing  the  consistent  increase  in  the  Income  Tax 
produced  from  this  source.  The  books  of  assessment 
signed  and  allowed  by  the  Board  numbered  188, 
together  with  245  duplicates  of  the  assessment  for 
the  use  of  the  Collectors. 

(15)  Certificates  of  removal  and  repayment. 

150  certificates  of  repayment  were  signed  by  the 
Board,  and  1,240  certificates  of  removal  preparatory 
to  the  issue  of  signed  warrants  by  the  Local  Com- 
missioners for  the  recovery  of  tax  outside  the  City 
of  London.  The  principal  appeals  decided  by  the 
Board  are  more  particularly  dealt  with  later  in  this 
Report  under  the  head  of  Appeals. 

(16)  Adjustment  appeals. 

15,778  applications  for  reduction  or  discharge  of 
assessments  were  allowed  by  the  Board.  The  naturo 
of  these  applications  and  the  method  by  which  they 
are  examined  previously  to  their  confirmation  by  the 
Board  are  similar  to  those  already  explained  in  the 
cases  brought  before  tlie  General  Commissioners. 

4.  Commissioners  of  Land  Tax. 

(17)  Members  of  the  Board. 

This  is  the  oldest  Board  of  the  Tax  Commissioners, 
having  existed  since  the  year  1692,  when  Land  Tax, 
to  a great  extent  in  its  present  form,  was  first  intro- 
duced. It  is  interesting  to  record  that  a complete 
set  of  the  yearly  assessments  dealing  with  the  Land 
Tax,  so  far  as  they  affect  property  in  the  City  of 
London  from  the  year  1692  to  the  present  time,  are 
still  in  existence,  and  are  filed  in  the  Land  Tax 
room  at  the  offices  of  the  Commissioners. 

The  Board  at  present  comprises  (amongst  others) 
the  following  members,  with  the  date  of  their 
appointments : — 

Henry  Cosmo  O.  Bonsor,  Esq.  (1888),  Chair- 
man (1903). 


Charles  Franklin  Torrey,  Esq.  (1903),  Deputy 
Chairman  (1904). 

Howard  Morley,  Esq.  (1886). 

The  Rt.  Hon.  Lord  Hollenden  (1888). 

The  Rt.  Hon.  Lord  Aldenham  (1892) 

Charles  Ogle  Rogers,  Esq.  (1897). 

Sir  Alfred  Dent,  K.C.M.G.  (1906). 

Walter  Burgh  Gair,  Esq.  (1897). 

Daniel  Clewin  Griffith,  Esq.  (1907). 

Sir  Henry  Seymour  King,  K.C.I.E.  (1907). 

William  Hardy  King,  Esq.  (1907). 

Colonel  Alexander  Sutherland  Harris  (1907). 

Sir  Homewood  Crawford  (1917). 

Each  member  of  the  Board  is  nominated  by  Act  of 
Parliament,  called  the  Land  Tax  Name  Act.  By 
the  Land  Tax  Commissioners  Act,  1906  (5  Edw.  VII. 
c.  52),  the  necessity  for  the  qualification  of  Land  Tax 
Commissioners  by  estate  formerly  required  has  been 
removed. 

Your  Committee  record  with  regret  the  death  of 
Mr.  Howard  Chatfield  Clarke,  a member  of  the 
Board,  on  the  12th  July,  1917.  Mr.  Chatfield  Clarke's 
intimate  acquaintance  with  City  property  made  him 
a particularly  valuable  member  of  the  Board. 

(18)  The  Board  appoints  25  Assessors  and  Collec- 
tors, and  controls  the  Land  Tax  on  all  property  in 
the  City  of  London  under  the  provisions  of  the 
various  Acts  which  lay  down  the  mode  of  assessing 
and  collection,  including  appeals  and  the  redemption 
of  the  Land  Tax.  The  annual  values  assessed  for 
Land  Tax  during  the  year  ended  on  the  24th  day  of 
March,  1919,  amounted  to  £1,477,128. 

(19)  By  the  Act  of  38  Geo.  Ill,  c.  5,  the  gross  quota 
of  the  Land  Tax  originally  assigned  to  the  City  of 
London  was  the  sum  of  £123,399  6s.  7d.  This  sum 
now  stands  at  £87,075  8s.  5d.,  and  is  apportioned 
between  the  various  wards  and  parishes  into  which 
the  City  of  London  is  divided.  By  the  Finance  Act, 
1896,  s.  32  (1),  the  owner  of  any  land  may  in  any  year 
redeem  the  land  tax  charged  on  such  land  by  payment 
to  the  Commissioners  of  Inland  Revenue  of  a capital 
sum  equal  to  thirty  times  the  sum  assessed  on  such 
land  by  the  assessment  last  made  and  signed.  Of  the 
above-mentioned  gross  quota  £63,664  5s.  Ofd.  has  been 
redeemed,  and  there  has  been  a further  reduction  of 
£7,253  19s.  83d.  by  the  application  of  the  excess  or 
surplus  Land  Tax  collected,  leaving  £16,157  3s.  74d. 
still  payable  annually  to  the  Revenue.  This  sum  is 
raised  upon  the  annual  values  above-mentioned  by 
rates  at  present  varying  from  7d.  to  2d.  in  the 
different  wards  or  parishes.  The  total  assessment 
last  year  amounted  to  the  sum  of  £25,771  2s.  9d., 
leaving  an  excess  of  £9,613  19s.  14d.  over  the 
£16,157  3s.  74d.  payable  to  the  Revenue,  and  this 
surplus  Land  Tax,  so  far  as  it  is  recovered,  will  be 
applied  in  further  reducing  the  gross  quota. 

(20)  Appeals. 

Since  the  appointment  of  the  present  Clerk  to  the 
Commissioners  the  following  important  Appeals  in- 
volving large  sums  of  money,  attended  by  counsel  or 
solicitors,  have  been  heard  by  the  Commissioners, 
with  the  results  stated : — 


Company  A v.  A.  J.  Fowler 

Company  B v.  H.  T.  Bustard 
Company  C v.  H.  T.  Bustard 

Company  D v.  A.  S.  Merrifield  . 
Company  Ed  H.  J.  Garcia 
Company  F v.  G.  H.  H.  Clement  .. 
Company  G v.  E.  A.  Eborall 

Firm  H v.  J.  G.  Dixon  


(21)  Schedule  D. 

Allowance  of  losses  in  working  tied 
license  house. 

As  to  whether  Appellants  were  an 
English  or  Australian  firm. 

As  to  liability  of  French  firm  for 
profits  in  this  country. 

As  to  dividends  paid  to  German 
shareholders,  s.  5.  Finance  Act, 
1914. 

As  to  allowance  of  deduction  of  a 
loan  and  the  price  of  shares  pur- 
chased by  the  Company. 

As  to  whether  profits  arising  from 
the  sale  of  shares  in  a Russian 
Company  are  assessable  to  Income 
Tax,  and  as  to  liability  under 
s.  5 of  the  Finance  Act,  1914. 

As  to  liability  as  dealers  in  cold 
storage  properties. 


Special  case  demanded  by  Surveyor 
of  Taxes.  Appeal  since  with- 
drawn. 

Special  case  demanded  by  Appel- 
lants. Case  signed.  Appeal 
since  withdrawn. 

Special  case  demanded  by  Surveyor 
of  Taxes.  Appeal  since  with- 
drawn. 

Special  case  demanded  by  Appe.- 
lants.  Appeal  since  withdrawn. 

Special  case  demanded  by  Appel- 
lants. Appeal  since  withdrawn. 

Special  cases  demanded  by  both 
parties. 


Special  case  demanded  by  Appel- 
lants. Appeal  since  withdrawn. 


APPENDIX  34. 


151 


Company  I v.  F.  Hole 

Company  J v.  E.  B.  Eborail 
Company  K o.  S.  W.  Lewis 

Company  L v.  C.  Fry 

Company  M v.  A.  W.  Davies 
Company  N v.  B.  J.  Brown 

Company  O v.  C.  H.  Rand  .. 
Company  P v.  E.  A.  Eborail 
Company  Q v.  E.  A.  Eborail 

Firm  R r.  W.  D.  Carey 

Company  S v.  W.  E.  Ferguson 

Company  T v.  A.  F.  Pool  ... 
Company  U v.  A.  F.  Pool  ... 

Company  V v.  A.W.  Davies 
Company  W v.  E.  A.  Eborail 

Company  X v.  C.  F.  Baker 

Company  Y v.  A.  F.  Pool  ... 

A v.  A.  F.  Pool  

B v.  C.  J.  Baker  

0 v.  H.  C.  Seymour  ... 

Company  A v.  L.  Mylam  ... 
Company  B v.  H.  W.  Mitchell 

Company  C v.  A.  F.  Pool.  ... 

Company  D v.  J.  W.  Dodd 
Company  E v.  E.  A.  Eborail 

Company  F v.  C.  H.  Rand  ... 

Company  G v.  E.  B.  Eborail 


As  to  liability  of  the  Quebec  Special  case  demanded  by  A]  pel- 
branch  of  the  firm  as  traders  in  lants.  Appeal  since  withdrawn, 
the  United  Kingdom. 

As  to  a specific  cause  under  s.  134  Appeal  allowed, 
of  the  Income  Tax  Act,  1842. 

As  to  a specific  cause  under  Rule  Appeal  disallowed. 

IV.,  s.  100,  of  the  Income  Tax 
Act,  1842. 

As  to  whether  profits  from  land  Special  case  demanded  by  Appel- 
sales  could  be  assessed  to  Income  lants. 


Tax. 

...  As  to  a specific  cause  under  s.  134 
of  the  Income  Tax  Act,  1842. 

As  to  whether  proceeds  of  certain 
sales  of  rubber  were  capital  or 
income. 

...  As  to  whether  Company  traded  in 
land. 

...  As  to  whether  Syndicate  carried  on 
any  trade. 

...  Claim  under  s.  13  of  the  Finance 
Act,  1914  (Session  2),  for  losses 
due  to  the  war. 

...  As  to  the  correctness  of  the  firm’s 
return  for  Income  Tax. 

...  As  to  whether  this  Company  was 
controlled  in  Russia  or  in  this 
country. 

...  Application  to  write  off  a bad  debt. 

...  As  to  whether  a claim  for  relief 
under  s.  13  (1)  of  the  Finance 
Act,  1914  (Session  1),  had  been 
made  in  reasonable  time. 

...  Claim  to  set  off  losses  upon  invest- 
ments against  gold  mining  profits. 

...  As  to  whether  a claim  for  relief 
under  s.  13  (1)  of  the  Finance 
Act,  1914  (Session  2),  had  been 
made  in  reasonable  time. 

...  As  to  whether  the  control  of  this 
Company,  which  was  registered 
in  Hong  Kong,  was  exercised 
from  this  country. 

...  As  to  whether  a distribution  of 
stock  of  the  Baltimore  & Ohio 
Railroad  Company  among  share- 
holders of  the  Union  Pacific  Rail- 
way Company  was  capital  or 
income. 

(22)  Schedule  E. 

..  As  to  residence  of  Appellant 

..  Application  for  service  rate  of  tax 
under  s.  30,  Finance  Act,  1916. 

..  As  to  whether  sum  voted  to  Appel- 
lant was  a gift  or  salary. 


(23)  Excess  Profits  Duty. 

..As  to  whether  certain  shares 
acquired  by  Appellants  should  be 
included  as  capital  employed  in 
their  business. 

..  As  to  whether  pre-war  standard  of 
profits  should  be  taken  on  aver- 
age of  four  out  of  last  six  years 
on  the  ground  of  abnormal 
depression . 

..  As  to  how  capital  for  pre-war  stan- 
dard should  be  arrived  at,  and 
how  deficiencies  under  Finance 
(No.  2)  Act,  1915,  s.  38  (3), 
should  be  set  off. 

..  As  to  whether  tliero  had  been  a 
change  of  ownership  in  Appel- 
lants’ business. 

..  As  to  whether  a Company  can  be 
assessed  for  Excess  Profits  Duty 
on  profits  arising  before  its  in- 
corporation. 

. As  to  whether  the  Company  was 
carrying  on  any  trade  or  business 
under  Finance  (No.  2)  Act.  1915 
— its  only  assets  being  royalties. 

. As  to  whether  the  Company’s  hold- 
ings in  certain  foreign  under- 
takings were  capital  employed  in 
the  Company’s  business. 


Appeal  disallowed. 

Special  case  demanded  by  Surveyor 
of  Taxes.  Case  signed.  Await- 
ing hearing. 

Special  case  demanded  by  Surveyor 
of  Taxes. 

Appeal  allowed. 

Special  case  demanded  by  Appel- 
lants. Case  signed.  Awaiting 
hearing. 

Assessment  confirmed  and  treble 
duty  awarded  at  request  of  the 
Crown. 

Special  case  demanded  by  Surveyor 
of  Taxes.  Appeal  since  with- 
drawn. 

Application  granted. 

Appeal  allowed. 


Appeal  disallowed. 
Appeal  allowed. 


Appeal  allowed. 


Special  case  demanded  by  Surveyor 
of  Taxes. 


Special  case  demanded  by  Appel- 
lant. 

Special  case  demanded  by  Surveyor 
of  Taxes. 

Special  case  demanded  by  Appel- 
lant. Case  signed.  Commis- 
sioners’ decision  upheld  in  the 
High  Court. 

Special  case  demanded  by  Surveyor 
of  Taxes.  Case  settled  and 
appeal  withdrawn. 

Special  case  demanded  by  Appel- 
lants. Case  signed.  Appeal 
withdrawn. 


Special  cases  demanded  by  both 
parties. 


Appeal  allowed. 


Special  case  demanded  by  Appel- 
lants. 


Special  case  demanded  by  Surveyor 
of  Taxes. 


Special  case  demanded  by  Surveyor 
of  Taxes. 
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(24)  Among  the  members  of  the  Bar  appearing 
before  the  Commissioners  in  the  above-mentioned 
eases,  the  following  may  be  mentioned : — 

For  the  Crown : Mr.  H.  F.  Dickens,  K.C. ; 
Mr.  Alderson  Foote,  K.C. ; Hon.  Frank  Russell. 
K.C. ; Mr.  H.  F.  Parr;  Mr.  R.  P.  Hills;  and 
Mr.  Edwards  Foster. 

For  the  Appellants:  Sir  E.  Pollock,  K.C.,  M.P., 
Solicitor-General;  Sir  J.  Simon,  K.C. ; Mr.  Gore 
Browne,  K.C. ; Mr.  Douglas  Hogg,  K.C. ; Hon. 
W.  Finlay,  K.C. ; Mr.  Cyril  Atkinson,  K.C.  ; 
Mr.  Bremner ; Mr.  Latter ; Mr.  Roland  Burrows ; 
Mr.  W.  J.  Whittaker;  Mr.  Edwardes  Jones; 
Mr.  R.  A.  Gordon,  and  Mr.  P.  Guedalla. 

It  will  be  seen  that  of  the  25  special  cases  demanded, 
12  have  been  demanded  by  the  Crown  and  13  by  the 
appellant  taxpayers.  Under  the  provisions  of  s.  149. 
Income  Tax  Act,  1918,  special  cases  can  be  demanded 
by  either  the  appellant  or  the  Surveyor  if  dissatisfied 
with  the  determination  of  the  Commissioners  as  being 
erroneous  in  point  of  law.  For  the  drafting  of  each 
case,  which  frequently  runs  to  very  considerable  length 
and  calls  for  much  time  and  thought,  the  Clerk,  in 
accordance  with  the  above  provisions,  receives  a fee 
of  20s. 

(25)  Administration. 

All  the  four  Boards  of  Commissioners  hold  their 
meetings,  hear  appeals,  and  transact  all  necessary 
business  at  Gresham  College,  Basinghall  Street,  the 
offices  of  the  Commissioners.  The  Commissioners 
devote  their  time  and  services  to  the  performance  of 
these  public  duties  without  remuneration  or  reward  of 
any  kind.  Each  Commissioner  and  every  member  of 
the  staff  is  required  to  subscribe  to  a declaration  of 
secrecy  before  entering  upon  the  duties  of  his  office. 

(26)  The  Clerk. 

The  chief  Executive  Officer  under  the  Commissioners 
is  the  Clerk  to  the  Commissioners,  Mr.  Copley  Hewitt, 
who  was  appointed  on  the  30tli  March,  1916.  Mr. 
Hewitt  is  a barrister  of  over  twenty  years’  standing, 
and  previous  to  his  present  appointment  held  the 
office  of  Assistant  Clerk  since  4th  February,  1897. 
The  Income  Tax  Boards  (other  than  the  Board  of 
Additional  Commissioners)  and  the  Land  Tax  Board 
each  have  the  right  to  appoint  a separate  clerk,  but 
in  the  interests  of  economy  the  various  Commissioners 
have  arranged  with  the  Clerk  that  he  and  his  staff 
should  fulfill  the  whole  of  the  duties  on  behalf  of  all 
the  Boards,  and  this  arrangement,  which  is  now  of 
long  standing,  has  been  found  in  practice  to  work 
satisfactorily. 

The  Clerk  to  the  Commissioners  controls  and 
manages  under  the  various  Boards  of  Commissioners 
the  whole  of  the  administration  in  connection  with 
the  assessment  and  collection  o'f  the  Income  Tax  and 
Land  Tax  for  the  City  of  London.  He  also  acts  as 
counsel  to  the  Commissioners  at  the  hearing  of 
appeals,  and  assists  them  on  the  legal  questions  that 
arise  for  decision.  In  the  event  of  special  cases  being 
demanded  for  appeal  to  the  High  Court,  he  prepares 
the  same  on  their  behalf,  setting  out  the  facts  adduced 
in  evidence  and  the  contentions  relied  upon  by  the 
parties.  The  Clerk  is  assisted  by  an  Assistant  Clerk, 
a permanent  indoor  staff,  augmented  by  supernumer- 
ary clerks  during  the  busy  period  of  the  year,  and  an 
outdoor  staff  comprising  the  Assessors  and  Collectors 
and  their  clerks.  The  Clerk  to  the  Commissioners, 
the  Assistant  Clerk,  and  the  indoor  and  outdoor  staff 
alx>ve  mentioned  aTe  required  to  devote  the  whole  of 
their  time  and  energies  to  the  performance  of  their 
duties. 

(27)  Assistant  Clerk. 

The  office  of  Assistant  Clerk  was  established  in 
February,  1897,  with  salary  assigned  by  the  Treasury 
in  October  of  that  year,  owing  to  the  great  increase 
in  the  work  consequent  upon  the  legislation  of  that 
period,  and  has  continued  ever  since.  The  present 
holder  of  the  office  is  Mr.  William  Wood  Leuchars, 
a Chancery  barrister  of  twenty-two  years’  standing, 
who  was  appointed  on  11th  June,  1917. 

(28)  Indoor  staff. 

The  permanent  indoor  staff  consists  of  twelve  mem- 
bers. These  men  have  in  most  instances  held  their 
posts  for  long  periods  of  time.  Each  man  has  assigned 


to  him  some  special  portion  of  the  daily  work  of  the 
office,  and  by  reason  of  their  long  experience  and 
general  efficiency  the  work  is  carried  out  with 
aocuracy  and  despatch.  The  Committee  takes  this 
opportunity  of  calling  the  attention  of  the  Com- 
missioners to  the  excellence  of  the  work  done  by  this 
staff,  and  the  high  quality  of  the  services  rendered. 

In  the  autumn  months,  when  the  first  assessments 
for  the  year  come  to  be  dealt  with,  it  is  necessary 
to  engage  a large  temporary  staff,  amounting  last 
year  to  the  number  of  67.  In  this  number  were 
included  26  lady  clerks,  under  the  control  of  a 
supervisor,  with  offices  at  No.  2,  Gresham  Buildings. 
This  staff,  under  the  supervision  of  the  permanent 
staff,  apists  in  calculating  the  duties  payable  on 
the  various  assessments,  and  in  preparing  the  notices 
of  charge  to  the  taxpayers  and  the  duplicates  of  the 
assessments  for  the  Collectors.  The  experiment  of 
engaging  a lady  staff  gave  satisfactory  results. 

The  work  of  the  indoor  staff  last  year,  in  addition 
to  the  ordinary  office  routine,  comprised,  inter  alia, 
the  following : — 

The  completion  of  459  books  of  assessment 
(Schedules  D.  E.  A.  and  Inhabited  House 
Duty),  by  allowing  the  appropriate  abatements 
and  deductions,  calculating  the  duty  payable 
at  the  various  rates  (last  year  amounting  to 
twelve)  and  carrying  out  the  duties  in  two 
instalments  after  allowances  for  unearned 
income  relief,  etc.,  have  been  made. 

The  copying  of  569  duplicates  of  assessments  for 
delivery  to  the  Collector. 

The  copying  of  35  duplicates  of  Land  Tax  assess- 
ments. 

The  preparation  of  81,661  notices  of  charge, 
setting  out  details  of  each  assessment  for  the 
information  of  the  taxpayer.  This  is  at  the 
present  time  a highly  technical  and  difficult 
branch  of  the  work,  having  regard  to  the 
complexities  in  calculating  the  duty  as  above- 
mentioned. 

The  consideration  of  30,193  applications  for 
relief,  abatement  or  adjustment  of  tax  for 
issue  to  the  Collectors. 

The  preparation  of  1,140  claims  for  repayment 
of  tax. 

The  preparation  of  2,085  certificates  of  removal. 
The  preparation  of  parchment  copies  of  Col- 
lectors’ schedules  in  all  cases  where  through 
default  or  deficiency  they  have  been  unable  to 
collect  the  tax  assessed. 

The  preparation  of  charge  duplicates. 

The  requisition  and  supervision  of  the  supply  of 
all  books  and  forms  required  by  the  Assessors 
and  Collectors. 

The  following  figures,  showing  the  forms  issued 
during  the  last  financial  year,  are  of  interest:  — 
Return  forms  ...  417,460 
Notices  of  Charge  ...  125,000 
Demand  Notes  ...  585,470 
Receipt  books  (100)...  2,658 

Franked  envelopes  ...  698,750 
Assessment  books 

(bound)  397 

Duplicates  of  assess- 
ments ...  ...  515 

Other  forms,  etc.  ...  360,332 


Total:  2,190,582 


(29)  Assessors  and  Collectors. 

The  outdoor  staff  at  the  present  time  consists  of 
44,  who  each  hold  the  joint  offices  of  Assessor  and 
Collector,  and  whose  duties  are  to  make  assessments 
of  the  whole  of  the  taxes  (except  Schedule  A.  and 
Inhabited  House  Duty)  in  the  City  of  London,  and 
subsequently  to  collect  the  same  (including  Schedule 
A.  and  Inhabited  House  Duty).  25  of  this  number, 
in  addition  to  their  other  duties,  are  also  responsible 
for  making  the  annual  Land  Tax  Assessments  re- 
ferred to  above  and  collecting  the  tax  assessed.  These 
officials  are  nominally  appointed  annually,  but  as  a 
matter  of  practice  are  seldom  changed  except  in 
cases  of  death  or  for  other  sufficient  reason;  Many 
of  them  have  held  their  posts  for  a number  of  years, 
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extending  as  far  back  as  forty-four  years — twenty- 
two  have  seen  over  ten  years’  service — and  by  their 
Jong  experience  and  knowledge  of  the  taxpayers  in 
their  respective  districts,  and  of  their  offices,  clerks, 
trade  and  surroundings,  contribute  materially  to  that 
feeling  of  confidence  and  respect  that  exists  between 
the  Commissioners  and  the  taxpaying  public,  who 
more  and  more  come  to  rely  upon  them  for  their  help 
and  advice  in  filling  up  the  forms  of  return  and 
assisting  them  to  claim  the  abatements,  reliefs,  and 
other  allowances  to  which  they  may  be  entitled.  It 
is  the  practice  of  the  Commissioners  to  secure  for 
these  appointments  gentlemen  of  good  education  and 
position  who  are  qualified  to  be  of  assistance  to  the 
taxpayers  whom  they  represent.  Furthermore,  being 
permanently  situated  in  their  districts,  and  by 
reason  of  the  special  knowledge  so  acquired,  they  are 
indispensable  to  the  Surveyors  of  Taxes,  who,  by 
reason  of  the  frequent  changes  in  their  appointments, 
must  necessarily  rely  in  many  cases  upon  the  local 
knowledge  and  experience  of  the  Assessors. 

IS  of  the  Assessors  and  Collectors  served  in  His 
Majesty’s  forces  during  the  war.  During  their 
absence  temporary  arrangements  had  to  be  made  in 
each  case,  and  at  various  periods  members  of  the 
indoor  staff,  in  addition  to  their  other  duties,  ren- 
dered assistance. 

Each  Collector  and  his  clerks  are  required  to  enter 
into  a guarantee  policy  to  cover  possible  loss  in  his 
collection.  The  amount  guaranteed  in  this  manner 
for  the  last  financial  year  amounted  in  the  aggre- 
gate to  £172,550.  Out  of  the  large  sums  collected, 
extending  to  many  millions  and  paid  over  to  the 
Bank  of  England,  there  has  never  been  any  loss  to 
the  Crown  to  the  knowledge  of  the  Commissioners. 

Of  the  forms  sent  out  last  year  to  taxpayers  for 
return  of  income  the  Assessors  obtained  back — in  the 
case  of  Schedule  D,  84-22  per  cent.,  and  Schedule  E, 
89-25  per  cent.;  and  as  Collectors  they  have  subse- 
quently reoeived  in  payment  the  major  part  of  the 
first  instalment  of  the  duty  assessed  after  allowance 
has  been  made  for  the  many  applications  for  dis- 
charge or  reduction  which  have  been  granted,  and 
also  for  many  large  assessments  under  appeal,  which 
may  ultimately  be  discharged  in  whole  or  in  part. 

The  banking  arrangements  of  the  Commissioners 
require  that  all  sums  received  by  the  Collectors  are 
paid  in  daily  to  the  account  of  the  Commissioners  of 
Taxes  at  the  National  Provincial  and  Union  Bank 
of  England,  and  thence  by  arrangement  transferred 
direct  to  the  Bank  of  England. 

During  the  course  of  the  war  the  work  of  the 
Assessors  and  Collectors  has  been  largely  increased, 
owing  to  the  manner  in  which  the  incidence  and 
complexities  of  the  Income  Tax  have  been  varied  and 
extended,  particularly  having  regard  to  the  payment 
and  collection  of  Income  Tax  half-yearly,  which  now 
extends  to  Schedule  A.  It  should  also  be  recognized 
that  the  Collectors  experience  increased  responsibility 
and  difficulty  when  a high  rate  of  tax  is  demanded, 
as  at  present.  The  Commissioners  have  been  partially 
able  to  compensate  the  Assessors  and  Collectors  for 
the  abnormal  conditions  prevailing  by  obtaining  a 
war  bonus  of  15  per  cent.,  with  a maximum  of  £100. 
In  our  opinion  it  will  be  necessary  from  time  to  time 
to  consider  the  further  subdivision  of  districts  which 
tend  constantly  to  become  too  great  a burden  and 
responsibility  for  a single  Assessor  and  Collector. 

(30)  Quarterly  collection. 

By  the  Finance  (No.  2)  Act,  1915,  the  quarterly 
assessment  of  weekly  wage-earners  was  introduced. 
A weekly  wage-earner  is  defined  in  the  Act  as  a person 
who  receives  wages  which  are  calculated  by  reference 
to  the  hour,  day,  week,  or  any  period  less  than  a 
month,  at  whatever  intervals  the  wages  may  be  paid, 
or  who  receives  wages,  however  calculated,  which  are 
paid  daily,  weekly,  or  at  any  less  intervals  than  a 
month.  The  jurisdiction  of  the  Commissioners  under 
this  Act  includes  the  hearing  of  appeals  and  the 
determining  jointly  with  the  Commissioners  of  Inland 
Revenue  whether  a person  is  a weekly  wage-earner 
employed  by  the  way  of  manual  labour  or  not.  The 
Commissioners  of  Inland  Revenue  may  make  regula- 
tions generally,  and  may  in  particular  provide  for 
assessment  and  charge  by  the  Surveyor  and  for 
collection  by  a Collector  appointed  by  them ; but  by 
arrangement  with  the  Board  of  Inland  Revenue  the 
two  Collectors,  who  carry  out  the  whole  of  this  work 


for  the  City  of  London,  have  been  appointed  by  the 
General  Commissioners.  In  the  City  of  London 
during  the  last  financial  year  the  amount  collected 
from  approximately  12,293  weekly  wage-earners  was 
£85,817  12s.  5d.,  representing  49,172  number  of 
charges. 

(31)  The  offices. 

During  the  eighteenth  century  the  rooms  occupied 
by  the  Board  of  Commissioners  were  situate  in  the 
Guildhall  Yard,  being  part  of  a building  known  as 
Blackwell  Hall,  and  held  by  them  under  the  Corpora- 
tion of  London  at  an  annual  rent  paid  from  time  to 
time  out  of  the  surplus  moneys  raised  under  the 
authority  of  the  Land  Tax  Acts.  These  premises  were 
in  the  occupation  of  the  Board  until  the  year  1820, 
when  on  the  demolition  of  Blackwell  Hall  they  were 
temporarily  housed  at  No.  18,  Aldermanbury  by 
Mr.  Chamberlain. 

In  the  year  1824,  counsel’s  opinion  being  against 
the  power  of  the  Board  of  Commissioners  to  be  the 
purchaser  of  property,  the  offer  of  Mr.  Weddell  to  be 
the  purchaser  of  certain  land  adjoining  Guildhall 
Yard,  Basinghall  Street,  from  Mr.  Cowley  for  a sum 
not  exceeding  £2,000  was  accepted,  and  the  same  was 
let  to  the  Commissioners  at  a rent  yielding  five  per 
cent,  on  the  amount  laid  out.  The  rent  paid  to  Mr. 
Weddell  on  a lease  of  sixty-three  years  was  £105  per 
annum.  The  upper  floor  was  let  to  Mr.  Newman  at 
£50  per  annum. 

In  1871  the  property  was  held  in  connection  with 
the  Sheriff’s  Court  and  the  Corporation  of  London, 
who  paid  to  the  Land  Tax  Commissioners  £800  for 
the  use  of  the  ground  floor  and  one-third  of  the  rates 
and  taxes,  the  ground  rent  of  £105  and  two -thirds  of 
the  rates  and  taxes,  viz.,  £57  19s.  4d.,  being  paid  by 
the  Inland  Revenue.  In  1886  the  Commissioners,  on 
the  earlier  expiration  of  the  lease  for  the  enlarging 
of  the  City  of  London  Court,  removed  to  the  corner 
of  Guildhall  Yard,  thus  returning  to  the  site  of  the 
premises  formerly  occupied  by  them  in  Blackwell 
Hall.  The  compensation  for  the  short  residue  of 
the  lease,  payable  by  the  Corporation,  was  fixed  by 
Messrs.  Yigers,  surveyors,  at  £2,808.  Since  that 
time  the  Commissioners  held  the  premises  from  the 
Corporation  under  a tenancy  at  will,  paying  the 
Corporation  an  acknowledgment  in  lieu  of  rent  of 
one  hundred  guineas  per  annum,  subsequently  in- 
creased to  two  hundred  pounds,  an  amount  which  was 
included  as  an  incidental  expense  and  paid  by  the 
Inland  Revenue. 

Owing  to  the  gfeat  increase  in  the  work  of  the 
Commissioners  during  recent  years  the  old  offices 
were  found  to  have  become  quite  inadequate  to  pro- 
vide the  space  required  for  the  meetings  of  the 
Boards,  which  frequently  involved  the  attendance 
of  between  eighty  and  a'  hundred  persons.  Accord- 
ingly other  premises  were  secured,  and  the  present 
offices  at  Gresham  College,  Basinghall  Street,  were 
recommended  as  suitable  on  the  following  grounds : — 

(а)  Their  vicinity  to  the  old  offices  of  the  Com- 

missioners, which  for  more  than  two 
centuries  had  been  near  to  the  Guildhall, 
the  Bank  of  England,  the  Royal  Exchange 
and  the  centres  of  commerce  of  the  City, 
and  in  the  proximity  of  the  offices  of  the 
Inspectors  and  Surveyors  of  Taxes. 

(б)  The  space  afforded,  which  would  permit  of 

the  whole  body  of  Commissioners,  officials, 
and  the  extra  clerical  staffs  being  assembled 
together  in  one  set  of  offices. 

(c)  The  provision  of  lifts  and  other  conveniences, 

thus  avoiding  the  old  narrow  staircase — 
the  subject  of  frequent  complaints  from 
the  members  of  the  boards,  taxpayers, 
appellants  and  their  counsel,  solicitors, 
and  witnesses. 

(d)  The  favourable  opportunity  occasioned  by 

the  fall  in  annual  value  of  rents  due  to 
the  war,  coupled  with  the  fact  that  the 
premises  were  vacant  and  that  the  Corpora- 
tion had  notified  that  they  would  require 
possession  of  the  old  offices  for  the 
approaching  rebuilding  of  the  block. 

After  negotiation  these  premises  were  eventually 
secured,  and  are  now  hold  under  a lease  from  the 
Corporation  of  the  Citv  of  London  and  the  Mercers 
Company,  dated  the  4th  June,  1917.  The  premises 
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comprise  the  first  and  second  floors  of  Gresham 
College,  with  a portion  of  the  basement.  They  are 
held  for  forty-two  years  from  25th  December,  1916, 
at  a rental  of  £1,51)0  and  a further  rental  of  £40 
for  expenses  in  connection  with  heating  the  radiators. 
The  lease  further  contains  an  option  of  renting  the 
third  floor  of  the  buildings  on  the  termination  of 
the  present  lessees’  tenancy  at  a rental  of  £280,  and 
£2  10s.  for  each  radiator.  The  rent,  together  with 
the  cost  of  the  electric  light  and  the  outside  window 
cleaning  is  paid  by  the  Office  of  Works.  It  is  con- 
sidered desirable  that  steps  should  be  taken  as  soon 
as  the  opportunity  occurs  of  exercising  the  option 
the  Commissioners  at  present  possess  of  acquiring 
the  third  floor  of  Gresham  College,  so  that  the  whole 
of  the  temporary  staff  can  be  housed  in  the  same 
building.  The  furniture  in  use  at  the  offices  of  the 
Commissioners  in  former  years  belonged  to  the  Clerk 
to  the  Commissioners,  being  taken  over  by  each 
successor  at  a valuation.  Since  the  removal  to  these 
offices  it  has  been  suggested  and  agreed  that  His 
Majesty’s  Office  of  Works,  who  are  responsible  for 
the  rent  shall  also  take  over  the  furniture  at  a 
valuation  from  the  retiring  Clerk  to  the  Commis- 
sioners. Negotiations  for  a settlement  on  these  lines 
are  in  progress. 

(32)  Expenses. 

The  cost  of  the  administration  of  this  office  for 
the  last  financial  year  (exclusive  of  war  bonuses)  to 

Assessors  and  Collectors  was  as  follows: 

£ s.  d. 

Kent  1,540  0 0 

Salaries  of  the  indoor  staff, 
including  the  Clerk  to  the 
Commissioners,  Assistant 
Clerk  and  Supernumeraries, 
and  incidental  expenses  such 
as  stationery,  book-binding, 

printing,  etc.  6,445  14  8 

Gross  salaries  of  outdoor  staff  25,010  0 0 


Total  £32,995  14  8 

It  should  be  mentioned  that  out  of  the  gross 
salaries  of  the  outdoor  staff,  amounting  to  £25,010, 
the  Assessors  and  Collectors  have  to  pay  the  rent  of 
their  offices,  lighting,  heating,  housekeper,  etc.,  the 
salaries  of  one  or  two  assistants,  with  extra  help 
where  necessary,  and  the  premiums  on  the  guarantee 
policies  for  themselves  and  their  clerks.  These  ex- 
penses for  the  financial  year  1918-19  amounted  to 
£10,455  14s.  9d.,  leaving  the  total  net  salaries  received 
by  the  Assessors  and  Collectors,  who  for  that  year 
numbered  39,  at  the  sum  of  £14,554  5s.  3d.  It  must 
be  remembered  that  in  this  figure  their  remunera- 
tion as  Assessors  and  Collectors  of  Land  Tax  is  also 
included. 

As  the  total  net  Income  Tax  to  be  collected  during 
the  same  period  amounted  to  £64,065,512  16s.  10d., 
making  with  Inhabited  House  Duty  £11,853  3s.  4d. 
and  Land  Tax  £25,771  2s.  9d.,  a total  of  £64,103,137 
2s.  lid.,  it  will  be  seen  that  the  cost  of  collection  of 
this  very  large  sum  of  money  does  not  exceed  one- 
eighth  of  a penny  in  the  £,  or  -05  per  cent. 

(33)  Generally. 

As  it  is  found  in  practice  that  the  public  fre- 
quently confuse  the  functions  of  the  Commissioners  of 
Taxes  and  their  Assessors  and  Collectors,  'on  the  one 
hand,  with  those  of  the  Board  of  Inland  Revenue 
and  their  Surveyors,  on  the  other  hand,  it  is  thought 
convenient  to  recall  the  exact  position  and  duties 
allotted  to  each  in  the  general  machinery  of  the 
taxing  Statutes. 

The  Commissioners  of  Taxes,  and  the  Assessors 
who  are  appointed  by  them,  represent  the  taxpaying 
public,  and  the  Board  of  Inland  Revenue  with  their 
Surveyors  of  Taxes  on  the  other  hand,  are  appointed 
to  safeguard  the  legitimate  interests  of  the  Crown. 
The  Income  Tax  Act  of  1842  assigned  to  the  Com- 
missioners the  execution  of  “ all  matters  and  things 
relating  to”  the  Income  Tax  (s.  22),  including  the 
appointment  of  the  Assessors  to  assess  and  the  Col- 
lectors to  collect  the  tax  (s.  36),  and  the  hearing  of 
appeals  by  all  persons  thinking  themselves  aggrieved 
by  any  assessment  (s.  118).  while  the  Commissioners 
of  Inland  Revenue,  as  representing  the  Crown,  was 
given  “ the  direction  and  management”  of  the  duties 
granted  (s.  3).  These  powers  remain  to-day,  and  how 
they  work  in  practice  can  best  be  illustrated  by 


tracing  the  course  of  an  assessment  from  its  com- 
mencement to  the  final  collection  of  the  tax. 

(34)  The  Assessors  first  of  all  compile  a list 
or  booh  (No.  14)  containing  the  name  of  every  com 
pany,  firm  (with  names  of  the  partners  and 
employees),  sole  trader,  agent,  etc.,  within  their  re- 
spective wards  or  parishes  and  from  time  to  time 
cheek  the  accuracy  of  the  entries  by  a personal  survey 
of  the  district.  To  every  name  in  the  list  a form 
(No.  1 or  No.  11)  is  issued  requiring  a return  of 
income.  Also  in  the  case  of  a company  a form  (No. 
46)  is  issued,  requiring  a return  of  the  name  and 
address  of  each  director  and  employee,  and  the  salary 
paid  to  each.  In  the  case  of  a firm  a similar  form 
(No.  8)  is  issued. 

The  date  of  issue  of  each  form  is  recorded  by  the 
Assessor  in  his  list,  with  particulars  of  the  form  or 
forms  sent.  If  the  returns  are  not  received  back 
within  21  days,  the  Assessor  sends  out  a reminder 
in  each  case.  The  Assessors  are  always  willing,  and 
regard  it  as  part  of  their  duty,  to  assist  the’  tax- 
payers in  making  their  returns,  and  in  the  early 
part  of  the  financial  year  are  engaged  several  hours 
daily  in  this  work  alone. 

(35)  In  the  case  of  Schedule  E assessments  the 
Assessor,  upon  receiving  the  companies’  return 
of  names  (No.  46),  proceeds-  to  enter  them  in  the 
assessment  books,  with  the  salaries  stated  to  be  paid 
to  each.  Some  of  the  largest  companies  return  lists 
of  over  5,000  names  which  require  to  be  dealt  with 
in  this  way.  The  Assessor  then  issues  to  each  name 
so  supplied  a form  (No.  12  or  No.  38),  upon  which 
a return  of  income  has  to  be  made  and  allowances 
and  abatements  claimed.  All  the  returns  received 
are  examined  by  the  Assessor,  and  sent  back  for 
revision  or  completion  if  incorrect.  When  the 
returns  are  in  order,  the  figures  and  the  particulars 
shown  thereon  are  entered  in  the  assessment  book 
by  the  Assessor. 

(36)  In  the  case  of  Schedule  D.  the  practice  is 
similar,  except  that  the  Assessor  enters  the  names 
of  the  persons  to  be  assessed,  leaving  the  figures  from 
the  returns  to  bo  filled  in  at  the  office  of  the  Clerk 
to  the  Commissioners. 

The  assessment  books  and  the  returns  under  both 
Schedules  are  then  handed  to  the  Surveyor  to  check 
the  entries  made  by  the  Assessors  with  the  returns 
received.  When  this  is  done  the  Assessor  proceeds 
to  settle  the  assessments  in  consultation  with  the 
Surveyor,  including  those  cases  where  no  return  has 
been  received,  or  where  the  returns  are  not  accepted 
The  Schedule  D.  assessments  are  then  brought  before 
the  Additional  Commissioners.  The  Surveyors  attend 
and  explain  the  cases  where  assessments  by  estimate 
are  proposed,  or  where  for  some  reason  the  taxpayer’s 
return  is  not  accepted.  The  Additional  Commis- 
sioners then  proceed  to  make  and  sign  the  assess- 
ments. 

(37)  The  books  of  assessment  so  signed  and  the 
Schedule  E.  assessments  are  then  left  at  the  office 
of  the  Clerk  to  the  Commissioners,  who  completes 
the  assessment  by  making  the  necessary  deductions 
from  the  gross  income  assessed  and  carrying  out  the 
duty  payable  at  the  appropriate  rate  in  one  or  two 
instalments.  This  office  also  prepares  duplicates  of 
the  tax  to  be  collected,  for  the  use  of  the  Collectors, 
and  all  notices  of  assessment  to  be  sent  to  the  tax- 
payers, containing  full  particulars  of  the  tax  pro- 
posed to  be  assessed  upon  them,  and  giving  them  an 
opportunity  to  appeal.  These  notices  of  assessment 
are  sent  to  the  Assessor  for  posting. 

The  books  of  assessment  and  the  duplicates  are  then 
countersigned  by  the  General  Commissioners,  or 
signed  by  the  Schedule  E.  Commissioners,  as  the  case 
may  require,  and  tiie  assessment  is  complete.  The 
assessment  book  is  then  sent  to  the  Surveyor  so  that 
he  may  be  in  a position  to  deal  with  any  points  that 
may  be  raised  by  the  taxpayer,  and  the  duplicate 
is  sent  to  the  Collector. 

(38)  The  duties  of  the  Collector — who,  it  will  be 
remembered,  is  in  the  City  of  London,  also  the 
Assessor  then  begin.  The  Collectors  first  of  all  issue 
demand  notes  for  each  amount  shown  by  the  dupli- 
cates of  the  assessments  to  be  payable  on  the  first 
instalment.  These  demand  notes  invariably  result  in 
calls  and  correspondence  by  a large  number  of  tax- 
payers who  desire  information  ae  to  how  the  tax  is 
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arrived  at,  or  point  out  omissions  from  their  returns — 
for  instance,  allowances  for  Life  Insurance  premiums, 
wife,  children,  &c.  For  at  least  one  month  after  each 
batch  of  demand  notes  are  sent  out  the  Collector’s 
time  is  fully  occupied  in  dealing  with  these  inquiries. 

After  21  days  a second  demand  is  sent  out  for  sums 
then  unpaid.  If  the  amount  is  unpaid  and  cannot 
be  recovered  in  the  City,  the  Collector  certifies  the 
assessment  and  the  amount  unpaid,  and  the  collection 
is  then  transferred  to  the  district  in  which  the  de- 
faulter resides. 

After  three  months  the  Collector  prepares  a sche- 
dule of  all  unpaid  amounts,  specifying  those  cases 
which  have  been  discharged  by  the  Commissioners, 
as  well  as  those  in  default.  The  amounts  in  this 
schedule,  added  to  the  amounts  paid  into  the  bank, 
balances  the  total  duty  shown  in  the  duplicate 
delivered  to  the  Collector.  This  schedule,  when  com- 
pleted, is  brought  in  on  oath  before  the  Commis- 
sioners. The  Collectors  still  proceed  to  collect  these 
arrears,  and  account  weekly  for  the  sums  recovered 

The  second  instalment  of  the  first  assessment  and 
the  March  and  July  additional  assessments  are  treated 
in  the  same  way. 

Each  payment  of  duty  is  dealt  with  as  follows. 
The  Collector  issues  a receipt  and  fills  in  the  counter- 
foil in  his  receipt  book ; he  also  marks  off  the  pay- 
ment with  the  date  in  the  duplicate  of  the  assess- 
ment. Each  day  all  sums  received  are  paid  into  the 
bank,  and  the  total  is  entered  in  his  cash  book.  On 
Wednesday  in  each  week  a statement  of  sums  col- 
lected and  how  appropriated  is  forwarded  by  each 
Collector  to  the  Clerk  to  the  Commissioners,  and  a 
copy,  together  with  the  bank’s  credits,  is  sent  to  the 
Surveyor  of  Taxes.  This  statement  is  checked  against 
the  return  received  from  the  bank  of  tho  actual 
weekly  payments  standing  to  the  credit  of  the  Com- 
missioners’ account. 

(39)  The  above  system,  whilst  preserving  to  the 
Surveyor  of  Taxes  the  fullest  powers  of  objection  and 
supervision  for  the  purpose  of  securing  to  the  Crown 


the  whole  of  the  duties  imposed,  affords  the  tax- 
payer through  the  assistance  of  the  Assessors  and 
Collectors,  and  ultimately  of  the  Commissioners,  who 
may  not  unreasonably  be  considei'ed  to  be  the  trus- 
tees for  the  public,  the  means  of  satisfying  himself 
that  his  return  of  income  is  correct,  and  that  the  duty 
levied  upon  him  is  fairly  charged.  This  interposition 
of  a “ buffer  state  ” between  the  Crown  and  the  tax- 
payer is  of  the  essence  of  every  system  of  Income  Tax 
administration  hitherto  adopted,  and  is  of  the  utmost 
value  to  all  taxpayers,  and  in  particular  to  the  large 
majority  who  are  assessed  upon  small  or  moderate 
incomes. 

The  system  works  with  remarkable  smoothness  in 
the  City  of  London,  and  in  the  words  of  the  Report 
of  the  Ritchie  Committee  on  Income  Tax,  which  are 
equally  true  to-day,  “the  tax  appears  on  the  whole 
to  be  levied  with  a minimum  of  friction  and  a maxi- 
mum of  result.” 

Annexed  hereto : — 

Table  A,  showing  the  gross  income  assessed — net 
income  assessed — and  total  duties  payable  since 
6th  April,  1903,  to  5th  April,  1919. 

Table  B,  showing  number  of  meetings  held  and 
appeals  heard  by  the  several  Boards  of  Com- 
missioners during  the  financial  years  1903-4  to 
1918-19  inclusive. 

Table  C,  showing  number  of  Assessors  and  Col- 
lectors, and  Surveyors  of  Taxes ; books  of  assess- 
ment and  Collectors’  duplicates  of  assessment; 
also  unopposed  applications  for  adjustment  of 
assessment,  notices  of  charge,  repayment,  and 
certificates  of  removal  for  the  financial  years 
1903-4  to  1918-19  inclusive. 

H.  Cosmo  0.  Bonsor. 

Richard  White. 

Copley  Hewitt. 

W.  W.  Leocharb  ( Secretary ). 

Dated  the  14th  day  of  October,  1919. 
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TABLE  A. 


CITY  OF  LONDON. 


From  the  year  1908  inclusive 
the  figures  taken  are  for 
the  Year  of  Account. 

From  the  year  1916  inclusive 
the  figures  have  been  ar- 
rived at  after  deduction  of 
Excess  Profits  Duty. 


Shewing  the  Gross  Income  Assessed — Net  Income  Assessed — 
and  Total  Duties  Payable  since  6th  April,  1903,  to  5th 
April,  1919. 


Total  Duty 
Payable. 

1j‘.'3  1s»JM>}C0OIMO3k5b5OC0Cl0W5N 

a 

1 

Duty  payable. 

£ a.  d. 

32,454  12  4 
32,103  9 11 
31,438  12  3 
31,591  8 8 
31.830  0 10 
31,836  4 6 
31,149  14  0 
31,087  12  4 
30,666  15  2 
30,823  6 3 
30,504  14  8 
30,089  11  9 
29,423  10  4 
26,834  17  2 
26,622  1 7 
25.771  2 9 

Inhabited 
House  Duty. 

Duty  payable. 

ljNI>OHi(^ot.acOOfl)OOiNf 

iiiiili 

Duty  payable. 

.■csgS’»Sa32S00,S°,tSS 

1 

I 

£ a.  d. 

111,815,937  13  3 
111,989,842  18  5 
114,423,125  1 4 
115,205,329  10  4 
120,070,392  1 3 
121,613,101  12  0 
121.860,431  2 1 
143.278,717  0 4 
146.344,163  0 5 
150.842,265  18  0 
159,918,429  8 2 
170,121,407  4 0 
170,562,779  7 10 
180,314,252  6 1 
199,201,923  9 2 
229,370,369  8 4 

l 

“l 

£ s.  d. 

124,701,373  3 7 
122,453,646  16  11 
127,820,723  4 4 
130,1327204  8 6 
136,288,398  0 6 
138,168,136  8 3 
140,382,390  5 0 
161,760,088  15  3 
166,192,038  10  5 
172,062.908  6 10 
183,288,612  14  0 
194,400,844  14  9 
193,156,S96  11  0 
203,783,116  17  3 
223,915,326  3 0 
256,449,993  17  2 

INCOME  TAX. 

Duty  payable. 

£ s.  d. 

235,621  3 0 
253,234  16  3 

264,273  X6  7 
272,427  10  8 
272,418  3 8 
315,683  19  3 
322,349  19  5 
322.925  10  0 
331,017  11  11 
337,016  9 0 
465,458  4 4 
840,319  0 9 
1,422,521  2 7 
1,451,888  1 2 
1,705,086  18  6 

Schedule  A. 

■j 

£ s.  d. 

5,140,853  12  4 
5,064,695  6 0 
5,136,476  15  0 
5,285,471  3 4 
5,448,554  5 0 
5,448,363  13  4 
5,418,539  19  8 
5,516,372  15  7 
5,535,867  6 8 
5.674,588  18  2 
5’777,458  5 5 
5,614,352  13  1 
5,618,196  14  10 
5,715,171  2 11 
5,810,062  13  3 
5,698,897  14  5 

111 

£ 5.  d. 

6,393,925  2 8 
6,386,223  4 0 
6,464,841  14  0 
6,889,691  0 0 
6,900,118  15  0 

6.756.276  10  0 
6,468,121  1 8 

6.695.276  16  6 
6,995,396  3 0 
7,144,964  14  4 
7,287,282  16  4 
7.113,849  14  4 
7,051,015  18  0 
7,174,549  18  11 
7,294,611  1 7 
7,229,487  18  11 

Rate  in  the 

<4 

. HTniHuu 

44444 

> 

3 

H 

IlllllilSissilSI 
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TABLE  B. 

CITY  OF  LONDON. 


Particulars  shewing  number  ok  meetings  held  and  appeals  heard  by  the  several  Boards  ok 
Commissioners  during  the  financial  years  1903-4  to  1918-19  inclusive. 
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Appendix  No.  35  (a). 


STATEMENT  SHOWING  PERCENTAGE  OP  BURDENS,  MANAGEMENT,  RENEWALS, . ETC.,  TO 
GROSS  RENTALS  OP  CERTAIN  ESTATES  IN  SCOTLAND. 

Statement  handed  in  by  Mr.  A.  W.  Robertson  Durham  on  7th  November,  1919. 

Estate  A — Argyllshire. 


| Gross  rental. 

Burdens. 

Jlanage- 

ment. 

Renewals, 

etc. 

Surplus. 

Assessed  on. 

Lands. — 5 years,  1909-1913  

5)34,139 

6,1  lO 

3,913 

12,581 

11,535 

25,698 

Average 

6,828 

1,222 

783 

2,516 

2,307 

5,139 

Per  cent,  on  rental  

— 

17-9 

11-4 

36-8 

33-8 

75-3 

5 years,  1914-1918  

Average 

5)31,735 

7,661 

3,211 

11,571 

9,292 

23,208 

6,347 

1,532 

642 

2,314 

1,859 

4,641 

Per  cent,  on  rental  

— 

24-1 

10-1 

36-5 

29-3 

731 

Houses. — 5 years,  1909-1918  

5)3,223 

568 

798 

2,529 

-672 

2,280 

Average  

614 

113 

159 

506 

-134 

466 

Per  cent,  on  rental  

— 

17-5 

24-7 

78-6 

70-8 

5 years,  1914-1918  

Average  

5)3,145 

768 

430 

1,733 

214 

2,716 

629 

153 

86 

347 

43 

543 

Per  cent,  on  rental  

' 

24-3 

13-7 

55-2 

6-8 

86-3 

Estate  B 

— Renfrewshire. 

Lanes. — 5 years,  1909-1913  

Average 

5)71,291 

10,073 

4,792 

40,789 

15,687 

65,895 

14,258 

2,015 

958 

8,158 

3,127 

13,179 

Per  cent,  on  rental  

— 

14-1 

6-7 

57-2 

21-9 

92-4 

5 years,  1914-1918  

5)61,699 

11,512 

4,785 

29,566 

15,836 

47,762 

Average 

12,339 

2,302 

957 

5,913 

3,167 

9,552 

Per  cent,  on  rental  

— 

18-6 

7-7 

47-9 

25-6 

77-4 

Estate  C — Aberdeen  and  Banff. 


Lands.— 5 years,  1909  1913  

Average 

5)43,545 

6,853 

2,975 

6,303 

27,414 

38,165 

8,709 

1,371 

595 

1,260 

5,4S8 

7,631 

Per  cent,  on  rental  

— 

15-8 

6-8 

14-5 

62-9 

87-6 

5 years,  1914-1918  

Average 

5)44,567 

9,549 

2,305 

4,682 

28,031 

39,075 

8,913 

1,910 

461 

936 

5,606 

7,815 

Per  cent,  on  rental  

— 

21-4 

5-2 

10-5 

62-9 

87-7 

Houses.— 5 years,  1909-1913  

Average 

5)251 

40 

24 

88 

99 

213 

50 

8 

5 

17 

20 

42 

Per  cent,  on  rental  

— 

16-0 

10-0 

34-0 

40-0 

84-0 

5 years,  1914-1918  

5)306 

65 

26 

61 

154 

255 

Average  

61 

13 

5 

12 

31 

61 

Per  cent,  on  rental 

— 

21-3 

8-2 

19-7 

50-8 

83-6 

Estate  D— 

Clackmannan  shire. 

Lands. — 5 years,  1909-1913  

5)21,275 

4,058 

1,250 

7,831 

8,136 

17,487 

Average  ... 

4,255 

812 

250 

1,566 

1,627 

3,497 

Per  cent,  on  rental  

— 

19-0 

5-9 

36-8 

38-2 

82-2 

5 years,  1914-1918  

5)22,192 

5,479 

1,250 

6,054 

9,409 

16,748 

Average 

4,439 

1,096 

250 

1,211 

1,882 

3,349 

Per  cent,  on  rental  

— 

24-7 

5'T 

27-3 

42*4 

75-4 

Estate  E — Forfarshire. 


Lands. — 4 years,  1910-1913  

4)68,893 

7,206 

3,255 

15,627 

42,805 

55,241 

Average 

17,223 

1,801 

814 

3,907 

10,701 

13,810 

Per  cent,  on  rental  

— 

10-4 

4-7 

22-6 

62-1 

80-2 

5 years,  1914-1918  

5)85,473 

10,403 

4,253 

13,307 

57,510 

68,062 

Average 

17,094 

2,080 

850 

2,662 

11,502 

13,612 

Per  cent,  on  rental  

— 

12-2 

4-9 

15-5 

67-2 

79-7 

Houses.— 4 years,  1910-1913  

4)5,059 

429 

518 

1,665 

2,447 

4,036 

Average  

1,264 

107 

129 

416 

612 

1,00.1 

Per  cent,  on  rent’ll  

— 

8-5 

10-2 

32-9 

48-4 

79-0 

6 years,  1914-1918  

5)6,622 

821 

776 

1,376 

3,649 

5,255 

Average  

1,324 

164 

155 

275 

730 

1.051 

Per  cent,  on  rental  ... 

12-4 

n-r 

20-8 

55  1 

79-4 

27759  U 
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Estate  F — Dumfriesshire. 


- 

Gross  rental. 

Burdens. 

Manage- 

ment. 

Renewals, 

etc. 

Surplus. 

Assessed  on 

Lands — 5 years,  1909-1913  

Average 

5)208,040 

33,248 

9,523 

50,404 

114,865 

166,427 

41,608 

6,649 

1,905 

10,081 

22,973 

33,285 

Per  cent,  on  rental  

— 

15-9 

4-6 

24-2 

65-2 

79-9 

5 years,  1914-1918  

5)201,732 

48,995 

9,320 

39,144 

104,273 

157,694 

Average  ... 

40,146 

9,799 

1,864 

7,829 

20,854 

31,539 

Per  cent,  on  rental 

— 

24-4 

4-6 

19-5 

51-9 

78-5 

Houses. — 5 years,  1909-1913  

Average 

5)16,633 

1.218 

1,273 

3,700 

10,442 

12,644 

3,327 

244 

255 

740 

2,088 

2,529 

Per  cent,  on  rental 

— 

7-3 

7-7 

22-2 

62-8 

76-0 

5 years.  1914-1918  

5)14,150 

1,305 

1,377 

4,360 

7,108 

11,044 

Average  

2,830 

261 

275 

872 

1,422 

2,209 

Per  cent,  on  rental  

9-2 

9-7 

30-8 

50-3 

78-0 

Estate  G — Morayshire  and  Inverness-shire. 


Lands. — 5 years,  1909-1913  

Average ... 

5)66,451 

11,110 

5,822 

19,851 

29,668 

54,019 

13,290 

2,222 

1,164 

3,970 

5,934 

10,804 

Per  cent,  on  rental  

— 

16-7 

8-8 

29-9 

44-6 

81-3 

5 years,  1914-1918  

5)65,447 

14,259 

6,456 

15,529 

29,203 

52,136 

Average 

13,089 

2,852 

1,291 

3,106 

5,840 

10,427 

Per  cent,  on  rental  

— 

21-8 

9-9 

23-7 

44-6 

79-7 

Houses— 5 years,  1909-1913  

Average  

5)1,125 

113 

347 

1,051 

-386 

899 

225 

23 

69 

210 

-77 

180 

Per  cent,  on  rental  

— 

10-2 

30-7 

93-3 

— 

80-0 

5 years.  1914-1918  

5)1,189 

137 

377 

1,986 

— 1,311 

918 

Average 

238 

27 

76 

397 

-362 

190 

Per  cent  on  rental  

— 

11-4 

31-9 

166-9 

_ 

79-8 

Estate  H — Dumfriesshire  and  Lanarkshire. 


Lands. — 5 years,  1909-1913  

Average 

5)52,823 

5,805 

5,152 

16,736 

25,130 

41,864 

10,565 

1,161 

1,031 

3,347 

5,026 

8,373 

Per  cent,  on  rental  

— 

10-9 

9-7 

31-7 

47-6 

79-2 

5 years,  1914-1918  

Average 

5)49,426 

5,733 

1,417 

8,546 

30,730 

38,613 

9,885 

1,147 

883 

1,709 

6,146 

7,723 

Per  cent,  on  rental  

— 

11-6 

8-9 

17-3 

62-2 

78-1 

Houses.— 5 years,  1909-1913  

Average 

5)1,652 

182 

93 

550 

827 

1,238 

330 

36 

19 

110 

165 

248 

Per  cent,  on  rental  

— 

10-9 

5-8 

33-3 

50-0 

76-1 

5 years,  1914-1918  

5)1,681 

195 

119 

775 

592 

1,243 

Average  

336 

39 

24 

155 

118 

249 

Per  cent,  on  rental  

11-6 

7-1 

46-1 

35-1 

74-1 

Estate  I — Roxburghshire  and  Dumfriesshire. 


Lands— 5 years,  1909-1913  

Average 

5)181,880 

29,599 

7,072 

39,944 

105,265 

139,101 

36,376 

5.920 

1,414 

7,989 

Per  cent,  on  rental  

— 

iG  * 2 

3-9 

21-9 

57-8 

76-5 

5 years,  1914-1918  

Average 

5)180,503 

38,435 

8,755 

39,270 

91,043 

138,022 

36,101 

7,687 

1,751 

7,854 

18,809 

27,604 

Per  cent,  on  rental  

— 

21-3 

4-8 

21-8 

52-1 

76-4 

Houses.— 5 years,  1909-1913  

5)9,085 

776 

444 

7,936 

7,037 

Average  

2,271 

191 

111 

1,984 

-18 

Per  cent,  on  rental  

8-5 

4-9 

87-4 

61-9 

5 years,  1914-1918  

5)9,152 

866 

536 

5,916 

1,834 

7,691 

Average  

1,830 

173 

107 

1,183 

Per  cent,  on  rental  

9-4 

5-8 

64-6 

20-2 

84-0 

appendix  35  (a),  35  (b)  and  36. 


161 


Estate  J — Perth,  Stirling,  and  Lanark. 


— 

Gross  rental. 

Burdens. 

Manage- 

ment. 

Renewals, 

etc. 

Surplus. 

Assessed  on 

Lands. — 5 years,  1909-1913  

6)68,247 

9,937 

4,800 

20,695 

32,815 

52,676 

Average 

13,649 

1,987 

960 

4,139 

6,563 

10,535 

Per  cent,  on  rental  

— 

14-6 

7-0 

30-3 

48-0 

77-2 

6 years,  1914-1918  

6)69,176 

11,335 

4,995 

13,122 

39,723 

52.682 

Average 

13,836 

2,267 

999 

2,624 

7.945 

10,536 

Per  cent,  on  rental  

— 

16-4 

7-2 

18-9 

57-4 

Houses. — 5 years,  1909-1913  

6)1,119 

116 

91 

327 

585 

815 

Average  

224 

23 

18 

66 

117 

Per  cent,  on  rental  

— 

10-3 

8-0 

29-5 

52-0 

6 years,  1914-1918  

6)1,579 

183 

137 

516 

743 

1,132 

Average  

316 

37 

27 

103 

149 

Per  cent,  on  rental  

11-7 

8-5 

32-6 

47-1 

Appendix  No.  35  (b). 


ADDITIONAL  STATEMENT  PREPARED  BY  Mr.  A.  W.  ROBERTSON  DURHAM,  C.A.,  F.F.A.,  SHOWING 
THE  AGGREGATE  PERCENTAGE  OF  BURDENS,  MANAGEMENT,  RENEWALS,  ETC.,  TO  GROSS 
RENTALS  OF  CERTAIN  ESTATES  IN  SCOTLAND. 


Period. 

(«) 

Total  gross 
rental. 

(&) 

Burdens. 

00 

Ministers’ 

stipend. 

« 

Manage- 

ment. 

c») 

Repairs 

and 

Renewals. 

(/) 

Surplus. 

GO 

Original 

assessment 

for 

Schedule  A. 

Lands : 

1909-13  

Percentage  to  gross  rental 

1914-18  

Percentage  to  gross  rental... 

816,584 

811,949 

81,574 

10-0 

90,509 

11-2 

42,425 

5-2 

72,862 

8-9 

48,554 

5*9 

49,747 

6-1 

230,761 

28-2 

180,791 

22-3 

413,270 

50- 6 
418,050 

51- 5 

656,563 

80-4 

634,002 

78-1 

Total  1909-18  

1,628,533 

172,083 

115,277 

98,301 

411,552 

831,320 

1,290,565 

Percentage  to  gross  rental  ... 

10-5 

7-1 

6-0 

25-3 

51-0 

79-2 

Houses  : 

1909-13  

Percentage  to  gross  rental 

1914-1S  

Percentage  to  gross  rental 

38,147 

37,824 

3,442 

9-0 

4,340 

11-5 

- 

3,588 

9-4 

3,778 

9-9 

17,846 

46-7 

16,723 

44-2 

13,271 

34-8 

12,983 

34-3 

29,162 

76-4 

30,283 

80*0 

Total  1909-18  

75,971 

7,782 

- 

7,366 

34,569 

26,254 

59,445 

Percentage  to  gross  rental  ... 

- 

10-2 

— 

9-7 

45 ‘5 

34-5 

78-2 

Note. Column  Q /)  shown  llie  original  assessmeut  for  Schedule  A.  A Maintenance  Claim  ia  thereafter  lodged  and 

repayment  of  tax  over-assessed  iB  obtained  by  the  proprietor. 
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Suggested  placard  handed  in  by  Mr.  Philip  Sdlley  on  19th  November,  1919.  (See  Q.  23,518.) 


Bill  or  Poster  to  be  shown  on  every  Church  or  Chapel  Door,  at  every  Post  Office,  Parish  Council  Office, 

Town  or  Public  Hall. 


THE  NATIONAL  TAX  ON  INCOME. 

DEMAND  FOR  RETURN  OF  INCOME. 


NOTICE  IS  HEREBY  GIVEN  that  every  Person  whose  Total  Yearly  Income  from  all  sources  (including 
that  of  Wife,  if  any)  exceeds  £130  is  required  by  statute  to  make  a Full  and  True  Return  of  such  Income  to  the 
Commissioners  of  Inland  Revenue. 


FORMS  MAY  BE  OBTAINED  AT  ANY  POST  OFFICE 

OR  FROM 

THE  ASSESSOR  OF  TAXES, 


Address) 


From  whom  information  can  be  obtained  in  any  case  of  doubt  or  difficulty. 

PENALTY  FOR  OMISSION— £20  (£10)  on  summary  conviction  in  County  Court  for  each  year  of  omission, 
whenever  discovered. 


U 2 
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Appendix  No.  37. 


SUGGESTED  NEW  FORM  OF  RETURN  No.  11. 

Handed  in  by  Mr.  Philip  Sulley,  on  19th  November,  1919.  (See  Q.  23,524). 


THE  NATIONAL  TAX  ON  INCOME. 


DEMAND  FOR  A RETURN  OF  YOUR  FULL  INCOME  FOR  THE 
YEAR  FROM  1st  APRIL,  , TO  3 1ST  MARCH,  . 


LIABILITY  EXISTS 

Wherever  the  yearly  income  from  all  sources  exceeds  £130. 

The  Income  of  a married  woman  living  with  her  husband  is  his  income,  for  tax  purposes. 

ALLOWANCES  AND  CONCESSIONS. 

(a)  £700.  Total  income  from  all  sources  not  exceeding  £700 

You  are  entitled  to  Abatement 
Not  exceeding  £400,  £120. 

„ 600,  100. 

700,  70. 

(b)  £800.  Total  income  from  all  sources  not  exceeding  £800 

For  a Wife,  allowance  of  ...  ...  ...  ...  ...  £50. 

Female  Relative  keeping  house  or  in  charge  of  children  for 

whom  you  are  responsible  ...  ...  ...  ...  50 

For  your  First  Child  living  under  age  of  16  ...  ...  ...  40. 

Each  other  Child...  ...  ...  ...  ...  ...  ...  25. 

The  same  amounts  for  Adopted  Children  or  Children  dependent  on  you. 

For  any  Relative  solely  dependent  on  you  25. 

(c)  £1000  Total  income  from  all  sources  not  exceeding  £1000 

For  any  Child  or  Children  above  the  number  of  2,  as  above. 

No  age  limit  for  Children  continuing  to  receive  full  time  education. 

(a),  (b),  (c). — Where  the  total  income  slightly  exceeds — see  Note (Marginal  Relief.) 

Total  income  from  all  sources  not  exceeding  £2000 

. Reduction  from  the  full  rates  of  duty. 

Total  income  from  all  sources  exceeding  £2000  but  not  exceeding  £2500 

Reduction  from  the  full  rate  of  duty  on  any  earned  portion. 

LIFE  INSURANCE. 

Premiums  paid  for  Insurance  on  the  life  of  Husband  or  Wife  to  the  limit  of  one-sixth  of  total  income. 


DECLARATION. 


Income  not  exceeding 
£2500. 


Income  exceeding 
£2500 

(liable  to  Super-tax). 


I solemnly  and  sincerely  declare  that  I have  entered  in  this  form  the  full  and 
I true  particulars  of  my  income  from  all  sources  whatsoever,  without  any  deduction. 


Name. 

..Address. 


I solemnly  and  sincerely  declare  that  I have  entered  in  this  form  the  full  and 
true  particulars  of  every  source  of  my  income  which  has  not  already  been  subject  to 
Income  Tax,  without  any  deduction. 


Name. 

Date Address. 

If  a full  Return  of  income  has  already  been  made  elsewhere,  state  precise  address  return  made  from. 


Date. 


...Address. 

.Signature. 


PENALTIES. 

For  failure  to  make  a return,  penalty  of  £20  (£10)  for  each  year  in  which  no  return  has  been  made. 

For  concealing  or  untruly  declaring  income  or  any  portion  thereof,  penalty  of  £20  and  treble  the  duty  unpaid, 
whenever  ascertained. 

For  fraudulently  securing  any  abatement,  allowance  or  concession,  imprisonment  not  exceeding  six  months. 

All  Penalties  recoverable  by  summary  proceedings  in  County  Court. 
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Appendix  No.  38. 

SUGGESTED  FORM  OF  INCOME  TAX  RETURN  IF  TAXATION  AT  THE  SOURCE  IS  RETAINED. 
Handed  in  by  Mr.  John  Mackie  on  20th  November,  1919.  (See  Q.  24,913.) 

No FORM  A 

INDIVIDUALS. 

Income  Tax  19 

Return  of  Income  of  Year  ended for  Assessment  in 

Year  ended 

To  H.M.  Inspector  of  Taxes, 


I annex  herewith — 

(a)  full  and  true  particulars  of  my  Income  from  every  source  for  the  year  ended ; and 

(&)  full  and  true  particulars  of  all  Charges  (if  any)  upon  my  Income  for  the  year  ended 

I have  filled  in  such  of  the  claims  for  relief  on  the  back  of  this  Form  as  apply  to  my  case. 

Signature 

Private  Address 

Business  Address  (if  any) 

Occupation  (if  any) 


* PARTICU LARS  OF  INCOME  FROM— 

Rents,  royalties,  annuities,  interest,  dividends,  profits,  salaries,  fees,  commissions  and  other  sources  (if  any)  within  the 
United  Kingdom,  and  of  all  Income  received  and  receivable  from  sources  outside  the  United  Kingdom. 


Source  of  Income.  Amount  before  Amount  of 

- ” deducting  In-  Income  Tax 

come  Tax  (if  (if  any) 

any)  paid  or  paid  or 

charged.  charger). 

£ s.  d.  £ s.  d. 


Total  £ 


* Particulars  of  CHARGES  on  Income. 

Name  and  Address  of  Person  to  whom  charge  is  paid.  Nature  of 

Amount  before 

Amount  of 

Payment. 

deducting  In  • 

Income  Tax 

come  Tax  (if 

(if  any) 

any)  paid  or 

paid  or 

charged. 

charged. 

£ s.  d. 
£ 

£ 

£ s.  d. 

Total 

£ 

Net  Income  after  deducting  Charges  ... 

. £ 

* See  footnote  (1). 


Print  on  back  of  Form  spaces  in  which  to  claim  relief  in  respect  of  wife  ; the  relief  allowed  to  a widower  ; the 
relief  in  respect  of  children,  and  the  relief  in  respect  of  dependent  relatives  and  Life  Assurance  Premiums,  but  omit  in 
each  case  the  section  which  in  the  present  form  has  to  be  signed  by  the  Claimant. 

Add  the  following  footnotes  : — 

(1)  If  the  space  allotted  to  the  sections  for  Income,  Charges,  &c.,  should  prove  to  be  insufficient,  please  show 
the  particulars  on  one  or  more  foolscap  sheets  ruled  in  the  same  way  as  the  section  in  question,  and  attach  them  to 
this  sheet. 

(2)  You  can  obtain  free  of  charge  a pamphlet  from  any  Post  Office  or  Inspector  of  Taxes  showing  you  “ How  to 
fill  up  your  Income  Tax  Return,”  and  you  can,  of  course,  obtain  any  further  assistance  that  you  may  require  on  direct 
personal  application  to  the  Inspector  of  your  District. 

(3)  Income  (if  any)  from  which  Income  Tax  has  been  deducted  should  be  entered  in  the  first  column  in  the  gross 
amount  before  deduction,  and  the  amount  of  the  deduction  should  be  entered  in  the  second  column. 

(4)  Income  (if  any)  in  the  shape  of  Dividends,  Interest,  &c.,  which  has  been  received  without  deduction  of  Income 
Tax  should  be  entered  in  the  first  column  in  the  equivalent  gross  amount,  i.e.,  the  su  n which  would  leave  the  net 
amount  received  by  you  after  deducting  Income  Tax  at  the  maximum  rate  in  force  for  the  preceding  year  ; thus, 
£100  at  6 % free  of  Income  Tax  = £6,  should  be  entered  as  follows  : — 

1st  Col. 

£8  11  5 


£100. 


.at  6 % free  of  Tax 


2nd  Col. 
£2  11  5 
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Appendix  No.  38  (a). 

SUGGESTED  FORM  OF  INCOME  TAX  RETURN,  IF  TAXATION  AT  THE  SOURCE  IS  NOT 

RETAINED. 

Handed  in  by  Mh.  John  Mack  I r,  0n  20th  November,  1919.  (See  Q.  24,904.) 

No FORM  A 

INDIVIDUALS. 

Income  Tax  19 

Return  of  Income  of  Year  ended .....for  Assessment  in 

Year  ended 

To  H.M.  Inspector  of  Taxes, 


I annex  herewith — 

(a)  full  and  true  particulars  of  my  Income  from  every  source  for  the  year  ended • and 

t *rue  Particulars  of  all  Charges  (if  any)  upon  my  Income  for  the  year  ended 

I have  filled  in  such  of  the  claims  for  relief  on  the  back  of  this  Form  as  apply  to  my  case. 

Signature.... 

Private  Address 

Business  Address  (if  any) 

Occupation  (if  any) 


•PARTICULARS  OF  INCOME  FROM— 

Renta,  royalties,  annuities,  interest,  dividends  (including  bonuse.  whether  paid  in  cash  or  shares),  profits  salaries  fees 
commissions,  and  other  sources  (if  any)  within  the  United  Kingdom,  and  of  all  Income  received  and  receivable 
from  sources  outside  the  United  Kingdom. 

Source  of  Income.  Amount. 

£ s.  d. 


Total  £ 


Particulars  of  OH  A.RGES  on  Income. 

Name  and  Address  of  Person  to  whom  charge  is  paid.  Nature  of  Payment.  Amount. 

£ s.  d. 

£ 

£ 

Total  £ 


Net  Income  after  deducting  Charges  ...  £ 


* See  footnote  (1). 


Print  on  back  of  Form  spaces  in  which  to  claim  relief  in  respect  of  wife  ; the  relief  allowed  to  a widower  ; the 
relief  m respect  of  children,  and  the  relief  in  respect  of  dependent  relatives,  but  omit  in  each  case  the  section  which 
in  the  present  Form  has  to  be  signed  by  the  claimant. 

Add  the  following  footnotes  : — 

(1)  If  the  space  allotted  to  the  sections  for  Income,  Charges,  &c.,  should  prove  to  be  insufficient  please  show  the 
paiticulars  on  one  or  more  foolscap  sheets  ruled  in  the  same  way  as  the  section  in  question,  and  attach  them  to  this 

(2)  You  can  obtain  free  of  charge  a pamphlet  from  any  Post  Office  or  Inspector  of  Taxes  showing  you  “ How  to 
nil  up  your  Income  Tax  Return,”  and  you  can,  of  course,  obtain  any  further  assistance  that  you  may  require  on 
direct  personal  application  to  the  Inspector  of  your  District. 


APPENDIX  39. 
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Appendix  No.  39. 

SUGGESTED  NOTICE  OF  INCOME  TAX  ASSESSMENT  IF  TAXATION  AT  THE  SOURCE  IS  RETAINED. 
Handed  in  by  Mr.  John  Mackie  on  20th  November,  1919.  (See  Q.  24,913.) 


No.  of  Assessment 

INDIVIDUALS. 

Income  Tax  19 

Assessment  payable  for  year  ended  in  respect  of  Income  of  Year  ended 

Net  amount  of  Income  from  all  Sources,  after  deducting  Charges  (if  any)  thereon  £ 

Deduct : — 

Allowance  for  Self  £ 

Allowance  for  Wife  (or  Husband)  

Allowance  to  a Widower  (or  Widow) 

Allowance  for  Child  

Allowance  for  Dependant 

Allowance  for  Life  Assurance  Premiums  


Amount  assessable  to  Income  Tax  

Income  Tax  payable  : 

On  first  £ per  Table  on  back  hereof 

On  next  £ „ „ at  /-  per  £1  = 


£ 


Deduct : — 

Tax  payable  at  / on  £ (Sch.  A and  Investments)  ...  ...  ...  ...  £ 

Less: — Charges  £ = £ at  /-  = ...  ...  ...  ...  £ 

Relief  (if  any)  due  in  respect  of  Income  received  from  Sources  outside  the 
United  Kingdom  already  taxed  and  included  (gross)  in  the  net  amount 
of  Income  from  all  Sources £ 


Net  amount  payable  at  the  address  and  on  or  before  the  dates  shown  below  £ 


Amount  payable  on  or  before  30th  September 
„ „ 31st  December 

„ „ 31st  March 

„ „ 30th  June 

Total 


£ 


£ 


H.H.  Inspector  of  Taxes. 

Address 

Date 


Note. — If  you  have  any  objections  to  raise  to  the  foregoing  Assessment,  please  let  me  have  particulars  of  your 
objections  in  writing  within  twenty-one  days  from  the  above  date  and  quote  the  No.  shown  in  the  top  left-hand  corner 
or  give  me  a call,  when  you  should  bring  this  Assessment  with  you. 


H.M.  Inspector  of  Taxes. 


TABLE  APPLICABLE  TO  INDIVIDUALS. 


(1) 

(2) 

(3) 

(4) 

(5) 

On  every  £1  of 

Tax  payable  on 
applicable  £100. 

Total  assessable  Income, 

assessable  Income 
in — 

Rate  per  £ 

i.e.,  after  deducting 
applicable  allowances. 

T otal  Tax  payable. 

Set  out  here  particulars  of  the  agreed  Table  under  the  foregoing  Headings. 


Enclosure  to  Appendix  No.  39. 

Where  the  deductions  in  respect  of  taxed  income,  &c.,  exceed  the  Income  Tax  payable  on  the  amount  assessable  to 
Income  Tax,  a red  form  might  be  used  and  the  following  Section  substituted  for  the  “ Net  Amount  Payable  ” Section 
of  the  Assessment  Form  : — 

Amount  repayable  ...  ...  ...  ...  ...  ...  ...  ...  ...  ...£:: 


I enclose  money  order  No. 


for 


£ 
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Appendix  No.  39  (a). 

SUGGESTED  NOTICE  OF  INCOME  TAX  ASSESSMENT,  IF  TAXATION  AT  THE  SOURCE  IS  NOT 

RETAINED. 

Handed  in  by  Mr.  John  Mackie,  on  20th  November,  1919.  (See  Q.  24,904.) 

No.  of  Assessment 


INDIVIDUALS. 

Income  Tax  19  . 

Assessment  payable  for  year  ended  in  respect  of  Income  of  year  ended 

Net  amount  of  Income  from  all  sources,  after  deducting  Charges  (if  any)  thereon  £ 

Deduct : — 

Allowance  for  Self  £ 

Allowance  for  Wife  (or  Husband)  

Allowance  to  a Widower  (or  Widow) 

Allowance  for  Child  

Allowance  for  Dependant 


Amount  assessable  to  Income  Tax  ...  ,.. 

Income  Tax  payable  : 

On  first  £ per  Table  on  back  hereof  

On  next  £ „ „ at  /-  per  £1  = ... 


Deduct : — £ 

Relief  (if  any)  due  in  respect  of  Income  received  from  Sources  outside  the  United  Kingdom 

already  taxed  and  included  (gross)  in  the  net  amount  of  Income  from  all  Sources  ...  ...  £ 


Net  amount  payable  at  the  address  and  on  or  before  the  dates  shown  below  £ 

Amount  payable  on  or  before  30th  September  ~£ 

„ „ 31st  December 

„ „ 31st  March  

j)  „ 30th  June  


Total  £ 


H.M.  Inspector  of  Taxes. 

Address 

Date 

Note— If  you  have  any  objections  to  raise  to  the  foregoing  Assessment,  please  let  me  have  particulars  of  your 
objections  m writing  within  twenty-one  days  from  the  above  date  and  quote  the  No.  shown  in  the  top  left-hand  corner 
or  give  me  a call  when  you  should  bring  this  Assessment  with  you. 


H.M.  Inspector  of  Taxes. 


TABLE 

APPLICABLE  TO 

INDIVIDUALS. 

(1) 

On  every  £1  of 
assessable  Income 
in — 

(2) 

Rate  per  £ 

(3) 

Tax  payable  on 
applicable  £100. 

Total  assessable  Income, 
i.e.,  after  deducting 
applicable  allowances. 

(51 

Total  Tax  payable. 

Set  out  here  particulars  of  the  agreed  Table  under  the  foregoing  Headings. 
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Appendix  No.  40. 


FORM  USED  BY  A FIRM  OF  CHARTERED  ACCOUNTANTS,  IN  CONNECTION  WITH  THE 
SUBMISSION  OF  CLIENTS’  ACCOUNTS  TO  THE  INLAND  REVENUE. 

Handed  in  by  Mr.  John  Mackie  on  20th  November,  1919. 


Surveyor  of  Taxes, 

Name  of  Client  (s)  

Accounts  for  

Applicable  to  Income  Tax  year  ended  5th  April , 

Dear  Sir, 

We  enclose  duly  certified  Accounts  herein,  as  per  list  at  end  hereof,  and  annex  a Statement  showing  the 
Assessable  Profits  of  the  period  covered  by  the  Accounts,  after  making  all  necessary  adjustments  in  respect  of 
(«)  inadmissible  Expenses  (if  any)  included  in  the  Charges,  and  (6)  other  matters  (if  any),  in  accordance  with  the 
requirements  of  the  Income  Tax  Acts. 

Balance  of  Profit  per  ...  • ^ : : 

Add 

Income  Tax  Schedule  A £ 

Do.  B 

Do.  D 

Do.  E ... 

Non-Trade  Subscriptions  and  Donations 

(Trade  Subscriptions  (if  any)  charged  and  claimed 
are  detailed  in  the  “ special  notes.”) 

Interest  on  Loans,  Mortgages,  &c.,  apart  from  Bank 

Interest  Gross...  £ 

Less  Income  Tax  deducted 


Rents  payable  in  respect  of  business  premises  where  Sch.  A. 
set-off  is  claimed 

Gross. ..£ 

Less  Income  Tax  deducted 


Interest  on  Proprietors’  Capital  

Proprietors  and  Partners  withdrawals  or  remuneration,  and/or 
maintenance  of  families  and  establishments  including 
cost  of  Gas,  Coal,  Electricity  and  Servants  in  so  far  as 
expended  for  private  purposes  and  charged  as  Trading 

Expenses  

Capital  Expenditure  (if  any,  see  “ special  notes  ” at  end  for 

particulars) ••• 

Improvements  and  additions  to  or  Renewals  of  Premises, 
Plant,  Machinery,  Fittiugs,  Fixtures,  Furniture,  &c.  (if 

any,  see  “ special  notes  ” at  end  for  particulars) 

Depreciation  

Husband’s  or  Wife’s  Salary  

Rents,  Rates,  Taxes,  Insurance  and  Repairs  applicable  to  part 
of  business  premises  used  as  private  dwellingl louse 
Charge  for  Bad  Debts  in  excess  of  amount  actually  written 

off  

Life  Assurance  Premiums 

Profits  Assurance  Premiums  

Non-Trade  Legal  Expenses  

Rents, . Rates,  Taxes,  Insurance  and  Repairs,  applicable  to 
premises  not  used  for  business  purposes  and/or  sublet 
part  of  business  premises  separately  rated 


£ 


B onvard  £ 


£ 


£ 

£ 


£ 

£ 

£ 

£ 

£ 

£ 

£ 

£ 


£ 
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Deduct — 

Balance  forward  from  last  Account  

Net  Schedule  A.  Assessment  on  business  premises  in  which 
there  is  a beneficial  interest  

Replacements  (if  any,  see  “ special  notes  ” at  end  for 
particulars) 

Taxed  Dividends  and  Interest  on  Investments 

Rents  received  out  of  premises  not  used  for  business 
purposes  and  / or  out  of  sub-let  part  of  business 
premises  separately  rated 


Forward 


£ 

£ 


£ 


ASSESSABLE  PROFITS  FOR  PERIOD  UNDER 
REVIEW  


£ 


£ 


We  hereby  certify  the  accuracy  of  the  foregoing  Statement,  aul  we  compute  the  Aesesement  as  follows 
Assessable  Profits  for ended e ' 


Do. 

Do. 


Total  Assessable  Profits  for. 


.£ 


equal  to  an  annual  average  of  ... 


£ 


Deduct — Wear  and  Tear  Allowance — 


Written-down  value 
brought  forward 
— 

Additions  during  period 
covered  by  Accounts  ... 

Deduct 

Sales  during  period  covered 
by  Accounts  

Plant  & M/c. 
at  °l0 

£ 

at  °/0 

£ 

at  °/0 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

Amounts  on  which  Depre- 
ciation allowable 

£ 

£ 

£ 

Amount  of  Depreciation 

£ 

£ 

£ 

Net  amount  assessable  ... 


We  hereby  certify  that  unless  otherwise  stated  in  the  accompanying  Balance  Sheet  or  in  the  annexed  “ sDecial 
notes  — r 

(а)  Sundry  Debtors  are  entirely  Trade  and  Gross  ; 

(б)  No  Loans  or  Reserves  are  included  in  the  item  of  Sundry  Creditors  • 

(c)  Stock  in  Trade  has  been  taken  on  the  same  Cost  or  Market  Price  basis  as  before,  and  no  deduction 
has  been  made  for  Depreciation  or  Reserve  ; and 
(rf)  There  are  no  Reserves  apart  from  those  disclosed  in  the  accompanying  Accounts. 


If  the  necessary  connecting  links  with  the  Revenue  Account  and  the  previous  Balance  Sheet  as  regards  Capital 
Premises,  Plant  and  Machinery,  Reserves,  &c.,  are  not  shown  in  the  accompanying  Balance  Sheet  they  will  be  found  in 
the  annexed  “ special  notes. 


List  of  Enclosures  : — 


Yours  faithfully, 


APPENDIX  41 
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Appendix  No.  41. 


NOTICE  OF  SUPER-TAX  ASSESSMENT. 

Handed  in  by  Mr.  E.  R.  Harrison  on  21st  November.  1919. 
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Appendix  No.  42. 


NOTICE  OF  INCOME  TAX  ASSESSMENT  UNDER  SCHEDULE  D. 
Handed  in  by  Mr.  E.  R.  Harrison,  on  21st  November,  1919. 


Parish 

No.  of  Assessment. 


INCOME  TAX  : YEAR  1919-20. 
Notice  of  Assessment  under  Schedule  D. 

Tax  payable  on  or  before  the  date  or  dates  shown  below. 


To.. 


of.. 


TAKE  NOTICE,  That  an  Assessment  has  been  duly  made  ou  you  under  Schedule  D by  the  Commissioners  of 
Income  Tax,  for  the  year  ending  the  5th  of  April,  1920,  as  follows  : 


AMOUNT  OF  ASSESSMENT.. 
LESS  ALLOWANCES  FOR— 


Abatement 

Life 

Assurance 

Wear  and  Tear  of 
Machinery  and  Plant 

Wife  (or  allowance  in 
certain  circumstances 
for  Housekeeper} 

Children 

Dependent  Kela- 
tives  incapaci- 
tated by  old  age 
or  inflrmity 

£ 

£ 

£ 

£ 

£ 

£ 

In  respect  of 
Profits  of  Trade 
Profession, 
Employment 
or  Vocation. 


f at  6/-  in  the  £. 
j at  5/3  in  the  £. 
I at  4/6  in  the 

NET  ASSESSMENT -1  at  3/9  in  tbe  S. 

| at  3/-  in  the  £. 
I at  21 3 in  the  £. 
A at  in  the  £. 


TAX  CHARGEABLE  THEREON 

LESS  DEDUCTIONS  (if  any)  as  under 

(i)  Relief  under  head  I overleaf 

(iil  Allowance  for  Life  Assurance  (where  not  already  deducted  above)  at 
maximum  rate  of  3s.  in  the  £. 

(iii)  Relief  of  s.  d.  in  the  £ on  Unearned  Income  from  taxed  dividends 

or  interest,  etc.,  due  by  re  ison  of  such  income  being  taxed  at  the 
full  rate  of  6s.  in  the  £ instead  of  at  the  reduced  rate  applicable 
where  the  total  income  does  not  exceed  £2.000. 

(iv)  Soldiers,  Sailors,  Airmen,  Seamen,  etc.— Special  relief,  so  far  as  not 

otherwise  allowed. 


NOTE. 

In  the  caw  of  profit  a o/ individuals 
or  firms  from  trade,  profession,  cm 
ploymcnt  or  vocation , the  tax  is  pay- 
able in  two  instalments,  on  or  before 
1st  January , 1920,  and  1 stJu'y,  t920, 
respectively,  any  relief  under  (i)  or 
(ii)  above  being  allowed  In  equal 
parts  from  the  instalments,  and  any 
relief  under  (iii)  or  (iv)  from  the 
first  instalment  as  far  as  possible. 

In  other  eases,  the  tax  is  wholly 
payable  on  or  before  ls<  January, 
1020. 


Net  Tax  payable  on  or  before  1st  January,  1 920 
Net  Tax  payable  on  or  before  1st  July,  1920  ... 

[The  Collector  will  apply  in  due  course  for  the  uet 
tax  payable  should  no  appeal  be  made.] 


If  you  intend  to  appeal  against  this  Assessment  you  must  : 

(1)  give  notice  of  your  objection  in  writing,  witbin  twenty-one  days  of  the  date  hereof,  to  H.M. 
Inspector  of  Taxes  at  his  office,  situate  at 

and  (2)  appear  before  the  General  Commissioners  personally,  or,  if  the  Commissioners  for  any  cause  permit,  by 
V duly  authorised  agent,  at  the  time  and  place  fixed  for  hearing  appeals  (of  which  due  notice  will  be 

given),  unless  you  are  previously  advised  that  such  appearance  is  unnecessary. 


Dated  this day  of.. 


..Clerk  to  the  Baid  Commissioners. 


No.  64a. 


[P.T.O. 
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APPEALS. 

„ f n11  gljmg  nolie!  of  obieoti°n./0“  should  state  the  grounds  of  your  appeal,  and  transmit,  to  the  said  Inspector 
a lull  and  complete  account  Of  your  profits  or  gains  from  Trade,  Profession,  Occupation  and/or  other  sources 
chargeable  under  Schedule  D for  each  of  the  three  years  ending  either  on  the  date,  prior  to  5th  April  1919  to 
which  your  annual  accounts  have  usually  been  made  up,  or  on  5th  April,  1919.  If  you  have  commenced  business 
nithin  the  said  period  of  three  years  your  accounts  must  show  the  profits  or  gains  from  the  period  of  commencement 
Particulars  must  be  given  of  all  Deductions  made  by  you  in  arriving  at  the  profits  for  each  year. 

Note— H the  Assessment  against  which  yon  desire  to  appeal  is  in  respect  of  profits  from  Interest,  Annuities  or 
.Discounts,  not  taxed  by  deduction,  an  account  should  be  rendered  for  one  year  only,  endiug  on  5th  April  1919  • if  in 
respect  of  profits  from  Colonial  or  Foreign  Securities,  an  account  should  be  rendered  for  the  year  of  assessment.’ 

rhildroyu0UorClR^3ilatte: .Allo^anee  for  Life  Assurance,  Relief  in  respect  of  Wife,  Children,  Adopted 
Src,rSuJi.?5P  d 2*  Ee,Iatlvea  incapacitated  by  old  age  or  infirmity,  the  Relief  granted  m certain 
circumstances  for  a Housekeeper,  or  Reduction  of  Rate  of  Tax,  not  already  allowed,  vou  should  apply  to  the 
Inspector  within  twenty-one  days  of  the  date  hereof,  and,  in  the  case  of  Life  Assurance,  produce  to  him  the  receipts 
for  Premiums  paid  during  the  past  twelve  months.  F 

You  can,  if  you  so  desire,  appeal  to  the  Special  Commissioners,  instead  of  to  the  General  Commissioners,  on 
giving  notice  in  writing  to  that  effect  to  the  Inspector  within  the  period  above  stated,  and  in  that  event  the  day  for 
nearing  appeals  by  the  Special  Commissioners  will  be  notified  to  you  iu  due  course. 

The  Name  of  the  Parish  and  the  Number  of  Assessment  should  be  quoted  in  all  communications. 

I-  Restriction  of  the  amount  of  tax  payable  when  the  income  from  all  sources  exceeds  onlv  bv  a small 
2§r<?nn a!& %fnne  fol,loYinf.hf^  viz.,  £130,  £400  £500,  £600,  £700,  £800,  £1,000,  £1,500, 
£2,000,  £2,500,  and  also  (in  the  case  of  Soldiers,  Sailors,  Airmen,  Seamen,  etc.)  £300. 

Wh^ ere,  owing  to  the  fact  that  the  total  income  exceeds  one  of  the  above  limits,  a person  (a)  is  liable  to  pay  tax 
at  a higher  rate,  or  (b)  ceases  to  be  entitled  to  any  exemption  or  abatement,  or  (c)  becomes  entitled  to  a reduced 
exemption  or  abatement— the  amount  of  tax  payable  is  not  to  exceed  the  sum  of  the  following  amounts 

(i)  the  amount  of  tax  which  would  have  been  payable  if  his  total  income  bad  reached,  but  had  not  exceeded 

that  limit  ; and  ’ 

(ii)  the  amount  by  which  his  total  income  exceeds  that  limit. 

Where  tax  is  charged  at  different  rates  on  different  parts  of  the  total  income,  the  deduction  from  total  income 
required  in  calculating  the  amount  of  tax  under  (i)  above  is  to  be  made  from  that  part  of-  the  total  income  which  is 
taxed  at  the  lowest  rate. 


II— Circumstances  in  which  applications  for  adjustment  may  he  preferred  at  the  end  of  the  year  of 
assessment.  J 


(1.)  In  the  event  of  the  profits  of  the  year  of  assessment  falling  short  of  the  sum  assessed,  owing  to  circum- 
stances attributable  directly  or  indirectly  to  the  war  : provided  that  (except  in  the  case  of  a person  who,  in  connection 
with  the  war,  is  or  has  1 een  serving  during  the  year  of  assessment  as  a member  of  any  of  the  naval  or  military  forces 
of  the  Crown,  < r of  the  Air  Force,  or  in  any  work  abroad  of  the  Hritish  Red  Cross  Society,  or  the  Saint  John 
Ambulance  Association,  or  any  other  body  with  similar  objects)  no  relief  can  be  claimed  unless  the  average  profits  of 
the  last  three  years,  including  the  year  of  assessment,  fall  short  of  the  sum  assessed. — Income  Tax  Act , 1918,  sec.  43. 

(2.)  In  the  event  of  a person  ceasing  to  carry  on  a trade,  profession,  employment  or  vocation,  or  dying  or 
becoming  1 ankrupt,  before  the  end  of  the  year,  or  from  any  other  specific  < ause  being  deprived  of  or  losing  the  i rohls 
or  gams  on  which  the  computation  of  tax  was  made  : provided  that  no  relief  is  to  be  granted  to  a person  who  has 
succeeded  to  the  trade,  profe-sion  or  vocation  of  a person  charged,  unless  it  is  proved  that  the  profits  have  fallen  shor  , 
from  some  specific  cause,  since,  or  by  reason  of,  the  succession.— Income  Tax  Act , 1918,  hirst  Schedule , Rule  3 of  the 
Miscellaneous  Rules  avvlicable  to  Schedule  D. 

(3.)  In  the  event  ot  the  discontinuance  in  any  year  of  a trade,  profession  or  vocation.— Income  Tax  Act,  1918, 
First  Schedule , Rule  8 (2)  of  the  Rules  applicable  to  Cases  I and  II,  Schedule  D. 

(4.)  In  the  event  of  a loss  being  sustained  by  any  person  during  the  year  (a)  in  any  trade,  profession,  employ- 
ment or  vocation,  or  (b)  in  the  occupation  of  woodlands  in  respect  ot  which  the  occupier  has  elected  to  be  charged 
under  Schedule  D.—  Income  Tax  Act , 1918,  sec.  34. 

(5.)  In  the  case  of  a trade,  profession,  or  vocation  set  up  or  commenced  within  the  year  of  assessment* 
or  within  the  three  preceding  years,  upon  the  average  of  which  the  profits  are  to  be  taken,  if  the  profits  arising 
in  the  year  of  assessment  fall  short  of  the  sum  assessed—  Income  lax  Act,  1918,  First  Schedule,  Rule  8 (1)  of  the  Rules 
applicable  to  Cases  I and  II,  Schedide  D. 

(6.)  In  the  case  of  a person  who  has  paid  United  Kingdom  Income  Tax  on  any  part  of  his  income  at  a rate 
exceeding  3s.  6 d..  and  who  proves  that  he  has  also  paid  any  Colonial  Income  Tax  in  respect  of  the  same  part  of  his 
income. — Income  Tax  Act,  1918,  sac.  55. 

(7.)  In  the  event  of  the  actual  income  of  an  individual  from  all  sources  for  the  year  of  assessment  being  proved 
ro  be  less  by  more  than  10  per  cent,  than  the  income  on  which  he  has  teen  assessed  and  charged. — Income  lax  Act, 
1918,  sec.  44.  * ’ 
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Appendix  No.  43. 

RATES  OE  INCOME  TAX  AND  SOPER-TAX. 
Handed  in  by  Mr.  E.  R.  Harrison  on  21st  November,  1919. 


RATES  OF  INCOME  TAX  AND  SUPER-TAX. 

YEAR  1919-20,  ENDING  5th  APRIL,  1920. 

INCOME  TAX. 


6s.  Od.  in  the  £. 


On  earned 
portion. 

5s.  3d.  in  the  £ 
4s.  6d.  „ 

3s.  9d.  „ 

3s.  Od.  „ 

2s.  3d.  „ 


On  unearned 

portion. 

6s.  Od.  in  the  £ 
5s.  3d.  ,, 

4s.  6d.  „ 

3s.  9d.  „ 

3s.  Od.  ,, 


I.  — The  standard  rate  is 

this  rate  is  payable — 

(a)  where  the  income  (including  wife’s  income)  exceeds  £2,500,  or 

( b ) where  the  income  (including  wife’s  income)  exceeds  £2,000,  in 
so  far  as  the  income  is  unearned,  i.e.,  derived  from  property, 
investments,  annuities,  etc. 

II. — In  other  cases  a modification  of  this  rate  can  be  obtained  (by  the 

methods  explained  in  the  following  paragraph,  No.  in)  so  as  to  make 
the  rate  of  tax  finally  payable  on  incomes  (including  wife’s  income) — 

Not  exceeding  £2,500  but  exceeding  £2,000  .. 

„ „ £2,000  „ „ £1,500  .. 

„ „ £1,500  „ ,.  £1.000  .. 

£1,000  „ ,.  £500  .. 

„ „ £500  

III.  — The  methods  of  allowing  the  modification  are  as  follows,  viz. 

(rt)  As  regards  earned  income , and  any  unearned  income  not  tax  d by  deduction , e.g.,  interest  on  war  securities — 

The  assessments  on  the  individual  will  be  at  the  appropriate  rates  ascertained  by  reference  to  the 
statement  of  total  income  rendered  by  him  for  1919-20. 

(6)  As  regards  unearned  income  from  property — 

The  assessments  on  the  property  will  be  at  the  appropriate  rate  or  rates,  provided  that  a declaration 
of  total  income  has  been  delivered  to  the  local  Assessor  or  Inspector  of  Taxes. 

(c)  As  regards  unearned  income  taxed  by  deduction , e.g.,  income  from  investments  and  annuities — 

(1)  Where  the  taxpayer  is  directly  assessed  in  respect  of  income  from  other  sources,  and  a 
declaration  of  total  income  has  been  delivered  to  the  local  Assessor  or  Inspector  of  Taxes,  the  relief 
in  respect  of  the  income  taxed  by  deduction  will  be  allowed  as  far  as  possible  from  the  direct  assessment 
without  further  application. 

(2)  Where  there  is  no  such  direct  assessment,  but  the  taxpayer  has  property,  the  relief  due  will  be 
allowed  so  far  as  possible  from  the  assessments  on  the  property,  provided  that  he  makes  a claim  early  in 
the  financial  year  on  a form  which  can  be  obtained  from  H.M.  Inspector  of  Taxes  for  the  district. 

(3)  Where  the  relief  cannot  be  (or  has  not  been)  allowed  in  either  of  the  preceding  ways,  repayment 
may  be  claimed  half-yearly  (on  a form  to  be  obtained  from  the  Secretary  Inland  Revenue  (Claims 
Branch),  Australia  House,  Strand,  London,  W.C.  2,  or  from  the  local  Inspector  of  Taxes).  The  first 
claim  may  be  made  as  soon  as  one-half  of  the  income  for  the  year  ending  the  5th  April  has  been 
received. 


[Notes. — Other  abatements,  allowances,  etc.,  are  set  out  and  explained  in  the  Forms  of  Return  and 
Claim,  and  in  the  Assessment  Notices. 

There  are  special  provisions  modifying  the  effect  of  the  increase  in  the  rate  of  tax  where  an 
individual’s  income  just  exceeds  any  of  the  several  income-limits. 

Soldiers,  Sailors,  Airmen,  Seamen,  etc.,  are  entitled,  under  certain  conditions,  to  a special 
scale  of  allowances,  and  to  special  reduced  rates  of  tax  on  their  pay.  Details  are  given  overleaf. ] 

Any  necessary  further  information  will  be  supplied  by  LI.M.  Inspector  of  Taxes  for  the  district  upon  application. 


SUPER-TAX. 


An  additional  duty  of  Income  Tax,  viz.,  the  Super-tax,  is  chargeable  upon 
incomes  exceeding  £2,500,  on  the  following  scale  : — 


On  the  first 


next  

fourth  

fifth  

sixth  

seventh  and  eighth 
ninth  and  tenth 


1 £2,000 
) £500  at 


Nil 

Is. 

Od  in 

Is. 

6d. 

2s. 

Od. 

2s. 

6d. 

3s. 

Od 

3s. 

6d. 

4s. 

0d. 

4s. 

6d. 

£2,500  of  the  income 
. £500  (£2,500  to  £3,000) 

. £1,000  (£3,000  to  £4,000) 

, £1,000  (£4,000  to  £5,000) 

, £1.000  (£5,000  to  £6,000) 

£1,000  (£6,000  to  £8,000) 

, £1,000  (£8,000  to  £10,000) 
remainder  of  the  income  (above  £10,000)...  ...  - 

[It  is  the  duty  of  every  person  chargeable  with  the  Super-tax  to  give  notice  that  he  is  chargeable,  __ 

Commissioners  of  Income  Tax,  Windsor  House,  83,  Kings  way,  London,  W.C.  2,  BEFORE  30tii  SEPTEMBER  in 
the  year  for  which  the  Super-tax  is  chargeable.] 

P.  THOMPSON, 

Secretary. 

Inland  Revenue, 

Somerset  House, 

July , 1919. 


to  the  Special 


No.  64-10. 


[P.T.O. 
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ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


SOLDIERS,  SAILORS,  AIRMEN,  SEAMEN,  ETC. 

SPECIAL  INCOME  TAX  RELIEFS. 

The  following  special  provisions  apply  in  the  case  of — 

(a)  a person  who  has  served  during  the  year  as  a member  of  any  of  the  naval  or  military  forces  of  the 
Crown,  or  of  the  Air  Force,  or  in  service  of  a naval  or  military  character  in  connection  with  the 
war  for  which  payment  is  made  out  of  money  provided  by  Par'iaraent,  or  in  any  work  abroad  of  the 
British  Red  Cross  Society  or  the  St.  John  Ambulance  Ass  >ciation,  or  any  other  body  with  similar 
objects,* 

or  (6)  a person  serving  during  the  year  for  not  less  than  3 months  as  master  or  a member  of  the  crew  of 
any  ship  or  fishing  boat. 

(1)  The  reduced  rates  of  Income  Tax  shewn  hereunder  are  applicable  to  the  pay  received  in 
connection  with  such  service  : — 

Where  the  total  income  (including  wife’s  income) 

does  not  exceed  £300  

exceeds  £300  but  does  not  exceed  £500  

„ £500  „ „ £1,000  

„ £1,000  „ „ £1,500  

„ £1,500  „ „ £2,000  

„ £2,000  „ „ £2,500  

„ £2,500  

(2)  The  ordinary  abatements,  etc.,  set  out  and  explained  in 
as  follows  : — 

Total  exemption  is  granted  when  the  income  from  all  sources  does  not  exceed  £160 
An  abatement  of  £160  ,.  „ „ „ „ £300. 

(3)  Where  the  pay  received  in  connection  with  the  service  as  a soldier,  sailor,  airman,  seaman, 
etc.,  is  not  the  sole  income,  the  deductions  for  abatement,  life  assurance  premiums,  wife,  children, 
dependent  relatives,  etc.,  are  allowed  first  against  any  earned  income  other  than  the  before-mentioned 
pay,  then  against  any  unearned  income,  and  lastly  any  balance  of  the  deductions  will  be  allowed  from 
the  assessment  on  the  pay. 


9d.  in  the  £ 
Is.  3d. 

Is.  9d. 

2s.  3d. 

2s.  9d. 

3s.  3d. 

3s.  6d. 

ms  of  Return, 


* For  the  purpose  of  these  reliefs,  a person  is  not  to  be  deemed  to  have  served  as  a member  of  the  naval  or 
military  forces  of  the  Crown,  or  of  the  Air  Force,  unless  he  has  served — 

(a)  on  the  active  list  of  the  Navy  ; or 

(5)  in  the  Army  or  the  Air  Force,  as  the  case  may  be,  either  with  the  colours  or  as  an  airman  in  Air  Force 
service,  or  as  an  officer  on  full  pay  or  at  a rate  of  pay  equivalent  to  full  pay,  and  either  out  of  the 
British  Islands  or  for  at  least  one  month  continuously  in  the  British  Islands. 
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Appendix  N?44(cl) 

Graphs  handed  in  by  the  Association  of  Tax  Surveying  Officers  on  3id  December  1913. 

See  paragraphs  25772,  Z5773  and  25775 . 

UNEARNED  INCOME. 


A i Present  System. 

Q Scheme  proposed  in  Pars:  4-02.9  - 4-04-2.  of  Minutes  of  Evidence. 

C ft  >t  tt  Par:  4024  ,,  „ „ „ 

Q Alternative  Scheme. 


Merged  f 

NOTES'.  Between  the  Income  limits  of  2 1000  and  £1500  D is  identical  with  B. 

To  avoid  Congestion , C is  shown  only  for  incomes  of  £ 1000  and  upwards. 
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Appendix  N?  45 fa, j 

graph  showing,  by  comparison  with  graph  ia  IN  APPENDIX  12  and  with  the  GRAPH 

1N  APPENDIX  13  OF  THE  MINUTES  OF  EVIDENCE  (SO  FAR  AS  THEY  RELATE  TO  INCOMES  NOT  EX- 
CEEDING THE  SUPER-TAX  LIMIT),  THE  EFFECTIVE  RATES  OF  TAX  UNDER  THE  ILLUSTRATIVE 
SCHEME  OUTLINED  IN  PARS. 25772,  25773  AND  25775  OF  THE  EVIDENCE  GIVEN  ON  BEHALF  OF 
THE  ASSOCIATION  OF  TAX  SURVEYING  OFFICERS  TO  THE  ROYAL  COMMISSION  ON  THE  INCOME 
TAX, ON  CERTAIN  ASPECTS  OF  GRADUATION  AND  DIFFERENTIATION. 

Present  System;  income  all  “unearned  ’! 

Do.  ; income  all  earned" 

Scheme  outlined  in  paragraphs-4031  and  4-032  of  the  Minutes  of  Evidence,  income  all  “earned". 

$<•  „ „ ,,  ,,  25772  and  25  773  « » " income  all  “unearned’! 

n " « » " " " //  ->  " income  all  "earned" 

if  differentiation  be  effected,  as  suggested  in  paragraph  25775(c)  of  the  Associations  evidence, 
by  an  allowance  of  3d  in  the  E. 


•)K‘  This  curve  would  be  applicable  also  to  the  "chargeable"  income,  if  differentiation  were  effected 
by  elimi nation  of  some  Fraction  of  the  earned  portion  of  a composite  income,  as  suggested  in  sub- 
paragraphs  25775  (a)  and  25775  (b) . 


INCOME  IN  POUNDS. 


EFFECTIVE  RATE 
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App  end  ix.  JSF? 45  (b ) 


ENLARGEMENT  OF  THE  LOWER  PART  OF  APPENDIX  N?  45(a)  SHOWING 
THE  INCIDENCE  ON  INCOMES  NOT  EXCEEDING  t IOOO. 


INCOME  IN  POUNDS. 


MsJbyJbSoni.Utt 
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Appendix  No.  46. 


DATA  FOR  GRAPHS  IN  APPENDICES  NOS.  44  (a)  AND  (Z>),  AND  45  (a)  AND  (6),  REPRESENTING 
EFFECTIVE  RATES  OF  TAX,  FURNISHED  TO  THE  ROYAL  COMMISSION  ON  THE  INCOME 
TAX,  AT  THE  REQUEST  OF  DR.  STAMP,  BY  THE  ASSOCIATION  OF  TAX  SURVEYING 
OFFICERS. 


— 

Scale  in  par.  25,772. 

Earned  income. 
9 d.  relief. 

Income. 

Tax 

Rate 

Tax 

Rate 

& 

(£)• 

(pence). 

«• 

(pence). 

140 

— 

— 

— 

— 

170 

5 

7 

— 

— 

200 

10 

12 

7-75 

9-3 

230 

15 

15-7 

260 

20 

18-5 

15-5 

14-3 

290 

25 

20-7 

320 

30 

22-5 

23-25 

17-4 

350 

35 

24 

410 

45 

26-3 

34-5 

20-2 

440 

50 

27-5 

470 

55 

28-1 

500 

60 

28-8 

46-5 

22-3 

540 

70 

31-1 

55 

24-45 

580 

80 

33 

600 

85 

34 

67-75 

27-1 

640 

95 

35-6 

680 

105 

37 

84-75 

29-9 

720 

115 

38-3 

93-25 

31-1 

760 

125 

39-5 

800 

135 

40-5 

110-25 

33-1 

840 

145 

41-4 

950 

172-5 

43-5 

142-125 

35-9 

1000 

187-5 

45 

155-25 

37-2 

1080 

211-5 

47 

176-25 

39-2 

1200 

247-5 

49-5 

207-75 

41-6 

1320 

283-5 

51-5 

239-25 

43-5 

1440 

319-5 

53-25 

270-75 

45-2 

1500 

337-5 

54 

2S6-5 

45-8 

1660 

403-5 

58-35 

346-5 

50-1 

1740 

436-5 

60-2 

376-5 

51-9 

1820 

469-5 

61-9 

403-5 

53-2 

1900 

502-5 

63-5 

436-5 

55-1 

1980 

535-5 

64-9 

466-5 

56  "5 

2300 

667-5 

69-65 

589-5 

61-5 

2500 

750 

72 

661-5 

63-5 

Present  system. 


403 

410 

420 

440 

450 

460 

480 

490 

500 

515 

518 

520 

550 

560 

580 

600 

605 

607 

610 

630 

650 

670 

690 

700 


Tax 

(£). 

34-875 

36 

38- 5 

39- 375 

40- 5 

42- 75 

43- 875 
45 

60 

63 

69 

72 

75 


Rate 

(pence). 

20-4 

20-6 

20- 9 
21 

21- 1 
21-4 
21-5 
21-6 


29-6 

29-8 

30 

31-7 

31- 9 
32 

32- 1 
32-2 
32-3 
32-4 


Tax 

(£)■ 


60 

78 

84-375 

93-75 

100-75 

108-75 

US-125 


Rate 

(pence) 

26-8 

27-2 

27-4 

27-8 


28-8 

36 

36- 8 

37- 5 

39- 8 

40- 1 
40-5 


For  other  data  see  Table  I,  paragraph  3988  of  the  Minutes 
of  Evidence. 


Scheme  in  paragraphs  4031  and  4032  of  Minutes  of 
Evidence. 


Income  (earned).  Tax  (£).  Rate  (pence). 


500 

just  exceeding  500 
520 
620 
700 
800 


42-75 

56-25 

60 

78-75 

93-75 

112-5 


20-5 

27-1 

27-7 

30-5 

32- 2 

33- 7 
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EXAMPLES  HANDED  IN  BY  THE  ASSOCIATION  OF  TAX  SURVEYING  OFFICERS,  ON 
3kd  DECEMBER,  1919,  TO  ILLUSTRATE  THEIR  EVIDENCE  ON  GRADUATION  (see  Q.  26,245.) 

Example  A.— Example  of  “chord  zone  ” scale,  illustrating  effect  of  a 25  per  cent,  increase  in  standard  rate,  i.e.,  from 
6b.  to  7s.  6d.,  but  without  increase  of  the  burden  on  incomes  under,  say,  £2,000. 

Scale. 


Range. 

Abatement. 

Rate. 

£l40  to  £500  

£140 

3s.  4 d. 

£500  to  £950  

£260 

5s. 

£950  to  £1,500  

£375 

6s. 

£1,500  to  £2,000  

£600 

7s.  6tf. 

£2,000  to  £3,200  

£600,  reduced  by  £1  for 
every  £2  increase  of 
income. 

7s.  6rf. 

Above  £3,200  

Nil 

Standard  rate  and  Super-tax. 
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Example  B. — Example  of  a “ chord  zone  ” system  with  exemption  limit  of  a purely  earned  income  £250  ; 
exemption  limit  of  a purely  unearned  income  £200. 

Differentiation  to  be  given  effect  to  by  freeing  from  taxation  one-fifth  of  the  earned  portion  of  the  total  income 
up  to  a maximum  exclusion  of  £200,  i.e.,  one-fifth  of  the  first  £1,000. 

Scale. 


Range. 

Abatement. 

Rate. 

Chargeable  Income.  £200  to  £500 

£200 

4s. 

£500  to  £950  

£260 

5s. 

£950  to  £1,500  

£375 

6s. 

£1,500  to  £2,000  

£375,  decreased  by  £1 

6s. 

for  every  £4  advance 

in  income. 

£2,000  to  £2,500  

£250,  decreased  by  £1 

6s. 

for  every  £2  advance. 

Above  £2,500  

Nil 

Standard  rate  and  increased  Super- 

tax  to  compensate  loss  of  yield 

due  to  raising  of  exemption 

limit. 

Note. — The  incidence  on  earned  incomes  as  compared  with  the  present  system  would  then  be  : — 


— 

New  scale. 

Old  scale. 

On  £500  purely  earned 

£40 

£45 

On  £1,000  „ „ 

£135 

£150 

On  £1,500  „ „ 

£277  10s.  0(2. 

£281  5s.  0 d. 

On  £2,000  „ „ 

£450 

£450 

Example  C. — Example  of  a “ chord  zone  ” scale,  illustrating  the  effect  of  a 10  per  cent,  all  round  increase  of  rate. 

The  zone  limits  and  abatements  given  in  paragraph  25  of  our  evidence-in-chief  [Q.  25,772  of  the  Minutes  of 
Evidence]  will  remain  unaffected,  the  rates  only  being  varied. 

A 10  per  cent,  increase  on  the  standard  rate  would  give  6s.  7 \d. , but  if  the  standard  rate  were  raised  to  a round 
6s.  8 d.  a slight  increase  in  the  “ natural  ” abatement  of  £375  would  ensue  in  the  zone  commencing  at  £950.  The  new 
abatement  would  be  £380  15s.  0 d.  exactly  ; but  £380  might  be  adopted  in  practice. 

Resultant  scale. 


Range. 

Abatement. 

Rate. 

£140  to  £500  

£140 

3s.  8 d. 

£500  to  £950  

£260 

5s.  6(2. 

£950  to  £1,550  

£380 

6s.  8(2 

£1,550  Jo  £2,550  

£380,  reduced  by  £2  for 
every  £5  increase  of 
income. 

6s.  8(2 

Above  £2,500 

Nil 

Standard  rate  6s.  8(2.  and  Super-tax. 
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MEMORANDUM  PREPARED  BY  THE  BOARD  OF  INLAND  REVENUE  AT  THE  REQUEST  OF 
THE  ROYAL  COMMISSION  ON  THE  INCOME  TAX  WITH  REGARD  TO  THE  POSITION  OF 
SUPERANNUATION  FUNDS  OF  PUBLIC  COMPANIES  AND  CORPORATIONS  IN  RELATION 
TO  THE  INCOME  TAX. 


I.  Brief  statement  of  position. 

1.  The  ordinary  Superannuation  Fund  is  built  up 
of : — 

(o)  contributions  by  the  employer; 

(6)  contributions  by  the  employee; 

(c)  interest  or  dividends  on  the  invested  funds. 

There  are,  however,  numerous  funds  where  either 
the  employers  or  the  employees  make  no  contribu- 
tions. 

(a)  Contributions  by  the  employer. 

2.  These  are  generally  regular  contributions  equal 
to,  or  bearing  a fixed  proportion  to,  the  employees’ 
contributions.  Such  contributions  are  allowed  to  be 
deducted,  as  a working  expense,  in  computing  the 


liability  to  Income  Tax  of  the  profits  of  the  business 
under  certain  conditions,  viz : — - 

(1)  that  the  amounts  in  question  are  definitely 

alienated  by  the  employer  and  do  not  re- 
present a reserve  fund  over  which  he  re- 
tains control;  and 

(2)  that  it  is  provided  that  the  employees  shall 

ultimately  benefit  to  the  full  extent  of  their 
contributions. 

(b)  Contributions  by  the  employees. 

3.  The  question  whether  or  no  the  employees’ 
annual*  contribution  can  be  allowed  as  a deduction 

* Initial  contributions,  whether  of  the  employer  or  of  the 
employee,  made  in  order  that  an  employee  with  several  years' 
service  may  come  into  the  fund  on  a satisfactory  footing  are 
disallowed  as  being  in  the  nature  of  capital  expenditure). 
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in  assessing  his  earnings  depends  on  the  nature  of  his 
prospective  benefit  from  the  fund. 

If  that  benefit  is  to  be  paid  in  the  form  of  a pen- 
sion or  annuity  on  retirement  (in  which  case  it  is 
taxable  income)  the  contributions  to  the  fund  are 
allowed. 

Conversely,  if  the  benefit  is  to  be  paid  in  the  form 
of  a lump  sum,  that  is,  of  a payment  which  is  not 
taxable,  the  contribution  to  the  fund  is  not  allowed. 
(If  it  were,  the  employee’s  savings  would  be  relieved 
from  tax  altogether.) 

Where  the  benefit  is  to  be  paid  in  the  form  of  a 
pension  or  annuity  on  retirement,  but  provision  is 
also  made  for  payment  of  a lump  sum  on  death  or 
retirement  before  pension  age,  it  is  made  a condition 
precedent  to  the  allowance  of  the  employee’s  contri- 
bution that  tax  shall  be  accounted  for  to  the  Revenue 
on  so  much  of  the  lump  sums  paid  on  retirement  (but 
not  on  death)  as  represent  the  returned  contributions 
of  employees  liable  to  Income  Tax. 

(c)  Interest  or  dividends  on  the  invested  funds. 

4.  The  income  from  the  investments  of  a fund  is 
liable  to  tax  in  full  like  any  other  income  of  this 
nature.  On  payment  of  pensions,  however,  the  fund 
is  entitled  to  deduct  tax  at  the  full  rate  from  the  pen- 
sions* and  (so  far  as  the  pensions  are  paid  out  of  the 
investment  income  of  the  fund  which  has  borne  tax) 
to  retain  the  tax  so  deducted.  Thus  it  suffers  tax, 
if  at  all,  only  on  its  undistributed  income. 

5.  In  the  case  of  funds  which  have  been  in  existence 
for  a number  of  years,  and  have  not  substantially  in- 
creased their  membership,  the  pensions  either  exceed 
the  taxed  investment  income  or  approximate  to  it; 
correspondingly,  the  tax  deductible  from  the  pensions 
either  exceeds  or  approximates  to  the  tax  paid  on 
the  investment  income,  with  the  result  that  little  or 
no  tax  falls  upon  the  fund.  (This  represents  the  posi- 
tion of  most  of  the  railway  funds.) 

6.  In  the  case  of  funds  which  have  only  been  in 
existence  a short  time  or  have  increased  their  mem- 
bership substantially,  the  converse  holds  good ; that  is 
to  say,  the  investment  income  exceeds  the  pensions 
paid  and  the  tax  on  the  excess  falls  upon  the  fund. 

II.  Statement  as  to  relief  sought  by  the  funds. 

7.  As  just  explained,  the  Superannuation  Funds — 

(a)  pay  Income  Tax  at  the  full  rate  on  all  their 

incomes  from  investments ; and 

(b)  afterwards  recoup  themselves  to  the  extent 

of  tax  at  the  full  rate  on  so  much  of  that 
income  as  is  distributed  in  pensions. 

In  other  words,  the  funds  ultimately  bear  tax  at 
the  full  rate  on  their  undistributed  income.  This  is 
the  subject  of  their  complaint. 

8.  The  funds  seek  relief  from  the  tax  in  whole  or 
in  part,  putting  forward  as  reasons — 

(а)  that  they  encourage  thrift,  and  that  certain 

other  funds  which  do  the  same  are  accorded 
exemption ; and 

(б)  that  their  individual  members  have  small  in- 

comes and  consequently  are  either  exempt 
or  liable  at  the  lower  rates  of  tax  only. 


* Where  a fund  has  deducted  tax  from  a pension  at  the  full 
rate,  the  pensioner  can  of  course  claim  any  repayment  to  which 
he  may  be  entitled  by  reference  to  the  amount  of  his  total  income. 
In  order  to  save  separate  claims  for  repayment  by  the  individual 
pensioners,  the  Inland  Revenue  Department  has  made  an  arrange- 
ment with  many  pension  funds  under  which  the  fund  deducts 
tax  from  the  pensions  only  to  the  extent  of  the  pensioner’s  net 
liability,  the  amount  of  which  is  notified  by  the  Department  to 
the  fund.  The  Department  subsequently  repays  or  allows  to  the 
fund  an  amount  representing  the  difference  between  the  tax  at 
the  full  rate  on  the  amount  of  taxed  income  distributed  in 
pensions  and  the  aggregate  liability  of  the  pensioners  in  respect 
of  their  pensions. 


9.  The  burden  of  the  complaint  is  that  the  effect  of 
the  present  high  rates  of  Income  Tax  is  to  diminish 
the  accumulations  to  such  an  extent  that  the  funds 
may  ultimately  become  insolvent,  thereby  necessi- 
tating either  increased  contributions  by  the  employer 
or  by  the  employee^  or  both.  On  the  other  hand, 
recently  established  Superannuation  Funds,  which 
are  those  mainly  affected  by  the  burden  of  tax  on 
undistributed  income,  are  making  additional  invest- 
ments as  their  funds  increase,  and  on  these  new  in- 
vestments they  are  earning  a higher  gross  rate  of 
interest  than  that  anticipated  at  the  time  of  incep- 
tion of  such  funds. 

10.  As  regards  8 (b),  the  various  kinds  of  relief 
which  the  Income  Tax  Acts  provide  for  individuals* 
by  reference  to  the  amount  of  their  total  income  do 
not  extend  to  any  bodies  or  associations  of  persons. 

11.  As  regards  8 (a),  there  is  no  general  relief  from 
Income  Tax  in  favour  of  funds  which  encourage 
thrift. 

There  are,  as  the  Superannuation  Funds  point  out, 
exemptions  in  favour  of  registered  Friendly  Societies, 
savings  banks,  and  Co-operative  Societies.  As  will 
be  seen,  however,  these  exemptions  are  very  limited 
in  character.  It  has,  of  course,  to  be  borne  in  mind 
that  in  each  case  the  member  or  depositor  whose  in- 
come exceeds  £130  is  liable  to  direct  assessment  in 
respect  of  any  income  of  a taxable  nature  which  he 
receives  in  full  from  the  society  or  bank. 

12.  Registered  Friendly  Societies  are  exempted 
from  tax  if  they  do  not  assure  more  than  £300  or 
grant  annuities  in  excess  of  £52  a year.  The  limit 
attached  to  this  exemption  seems  to  indicate  that  the 
intention  was  to  confine  it  to  societies  all  or  prac- 
tically all  of  whose  members  are  exempt.  The 
exemption  certainly  could  not  be  justified  if  the  limit- 
ing conditions  were  removed. 

The  special  Income  Tax  provisions  relating  to 
savings  banks  do  not  affect  their  undistributed  in- 
come except  so  far  as  it  is  derived  from  investments 
with  the  National  Debt  Commissioners.  These  in- 
vestments are  only  made  by  the  banks’  “ general  de- 
partments ” in  which  the  limit  for  deposits  is  £200. 
This  exemption  is,  therefore,  similar  to  the  last,  being 
based  on  the  assumption  that  small  depositors  would 
not  be  liable  to  Income  Tax. 

The  general  exemption  of  the  banks’  funds  under 
Schedules  C and  D is  expressly  confined  to  the  in- 
come “ applied  in  the  payment  or  credit  of  interest 
to  any  depositor.”  This  does  not  give  the  savings 
banks  any  advantage  over  the  Superannuation 
Funds. 

13.  The  exemption  under  Schedules  C and  D in 
favour  of  Co-operative  Societies  is  not  very  closely  in 
point  in  connexion  with  the  question  of  thrift  funds. 
A better  analogy  could  be  drawn  with  the  Life  In- 
surance companies  who  have  in  fact  raised  a similar 
claim.  These  companies  build  up  large  reserves  out 
of  their  investment  income  in  order  to  meet  future 
liabilities.  The  policyholders  who  are  eventually  to 
benefit  are  for  the  most  part  people  liable  to  the 
lower  rates  of  Income  Tax,  but  the  undistributed  in- 
come of  the  companies  is,  nevertheless,  taxed  at  the 
full  rate. 

14.  The  question  of  the  incidence  of  Income  Tax  on 
Superannuation  Funds  is  merely  a part  of  the  general 
question  of  the  treatment  for  taxation  purposes  of 
undistributed  income  of  various  classes  of  public  and 
private  bodies,  and  is  one  of  the  matters  for  the  in- 
vestigation of  the  Royal  Commission. 

* The  only  bodies  to  which  a similar  relief  (t.c.,  a relief  by 
reference  to  total  income)  is  granted  are  unregistered  Friendly 
Societies.  There  is  a specific  exemption  in  favour  of  such 
societies,  where  their  income  does  not  exceed  £160. 
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Appendix  No.  48  (b). 


FURTHER  MEMORANDUM  PREPARED  BY  THE  BOARD  OF  INLAND  REVENUE  WITH  REGARD 
TO  THE  POSITION  OF  SUPERANNUATION  FUNDS  OF  PUBLIC  COMPANIES  AND  CORPORA- 
TIONS IN  RELATION  TO  THE  INCOME  TAX. 


1.  The  Board  of  Inland  Revenue  have  already 
furnished,  at  the  request  of  the  Royal  Commission, 
a memorandum  setting  forth  the  present  position  of 
these  Superannuation  Funds  in  relation  to  the  In- 
come Tax,  and  embodying  a statement  as  to  the  relief 
from  tax  sought  by  the  funds. 

2.  Mr.  J.  C.  Mitchell  in  his  evidence  on  behalf  of 
the  Conference  of  Superannuation  Funds  (questions 
4465 — 4490)  contended  that  the  income  from  invest- 
ments of  Superannuation  Funds  should  be  exempt 
from  tax  (questions  4467  and  4483).  He  based  his 
contention  primarily  on  the  ground  that  a “ Superan- 
nuation Fund  is  merely  a channel,  and  income  passing 
through  it  should  be  taxed  only  at  the  destination, 
viz.,  the  pensioner  (or  in  the  case  of  refund,  tho 
contributor)  ” (question  4480). 

3.  Mr.  Mitchell  also  stated  that  with  the  limit  of 
exemption  at  £130  as  at  present,  approximately  85 
per  cent,  of  the  pensioners  of  all  the  Superannuation 
Funds  represented  by  the  Conference  of  Superannua- 
tion Funds  are  not  liable  to  Income  Tax,  while  the 
remainder,  with  few  exceptions,  are  liable  only  at  the 
lowest  rate  (question  4473). 

4.  The  Board  of  Inland  Revenue  consider  that  there 
is  much  force  in  the  contention  that  the  fund  should 
be  regarded  as  a mere  channel. 

It  is  clear,  moreover,  that  the  basis  of  the  funds 
is  such  that  the  existing  method  of  ignoring  any 


considerations  other  than  tho  interest  received  and 
the  pensions  paid  in  any  particular  year  cannot 
avoid  hardship. 

5.  If  the  Royal  Commission  should  in  all  the  cir- 
cumstances see  fit  to  concede  the  request  put  forward 
on  behalf  of  the  Conference  of  Superannuation  Funds 
that  the  interest  on  investments  held  by  tho  funds 
should  be  relieved  from  tax  (the  pensions  paid  re- 
maining taxable  as  at  present)  the  Board  for  their 
part  would  offer  no  objection. 

6.  The  Board  have  arrived  at  this  conclusion, 
having  regard  to  the  facts  (i)  that  a Superannuation 
Fund  exists  not  for  the  purpose  of  making  profits 
or  of  accumulating  unnecessary  funds  but  for  the 
sole  purpose  of  paying  pensions  to  tho  contributors, 
and  that  the  pensions  constitute  the  sole  and  com- 
prehensive charge  on  the  investments  of  the  fund ; 
(ii)  that  the  pensioners  are  for  the  most  part  exempt 
from  tax ; (iii)  that  such  pensioners  as  are  not  exempt 
are  specifically  taxable  in  respect  of  their  pensions 
as  and  when  they  receive  them,  and  (iv)  that  any 
alternative  method  of  relieving  the  obvious  hardship 
involved  by  considering  only  the  interest  received 
and  pensions  paid  in  a particular  year  would  be  far 
less  simple,  and  in  the  long  run  is  not  likely  to  cost 
much  less. 

7.  The  cost  of  the  exemption  would  be  about 
£100,000  a year  at  tho  present  rates  of  tax. 
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MEMORANDUM  BY  THE  BOARD  OF  INLAND  REVENUE  REGARDING  THE  GRADUATION  OF 
THE  INCOME  TAX  WITH  REFERENCE  TO  THE  EXTENT  OF  THE  » ZONES  ” TO  WHICH 
PARTICULAR  RATES  OF  TAX  APPLY. 


1.  The  suggestion  has  been  made  from  time  to 
time  that  the  existing  method  of  graduation  of  the 
Income  Tax  would  be  improved  if  tho  changes  of 
rate  were  smaller  in  amount  and  took  place  at  closer 
intervals  in  the  scale.  For  example,  it  is  suggested 
sometimes  that,  instead  of  the  rate  (for  unearned 
income)  being  changed  from  3s.  to  3s.  9d.  at  £500, 
and  from  3s.  9d.  to  4s.  6d.  at  £1,000,  smaller  changes 
in  the  rate  might  take  place  at  every  £100. 

2.  The  Board  of  Inland  Revenue  offer  some  observa- 
tions upon  the  practical  aspects  of  a proposal  of 
this  kind. 

3.  Experience  shows  that  in  the  case  of  an  Income 
Tax  such  as  that  of  the  United  Kingdom — a tax 
which  is  collected,  as  far  as  possible,  at  the  source, 
and  in  which  assessments  are  made  upon  separate 
items  of  income  at  the  several  places  at  which  those 
items  arise — a primary  necessity  for  the  smooth  work- 
ing of  the  tax  is  a system  which  enables  the  assessing 
authority  to  ascertain  very  readily  the  particular 
rate  at  which  a given  taxpayer  is  chargeable. 

4.  Under  the  present  system  it  is  in  the  great 
majority  of  cases  easy  to.  ascertain  whether  a tax- 
payer is  chargeable  at  the  3s.  rate,  the  3s.  9d.  rate, 
the  4s.  6d.  rate  or  otherwise.  It  is  clear  that  the 
smaller  the  zone  to  which  the  various  rates  apply 
the  greater  the  difficulty  in  ascertaining  with  cer- 
tainty the  proper  rate  in  a particular  case.  It  will 
be  recalled  in  this  connection  that  very  many  assess- 
ments have  to  be  made  at  a time  when  the  taxpayer’s 
total  income  for  the  year  of  assessment  is  only 
approximately  known. 

5.  It  is  necessary  to  make  very  exact  inquiries  as 
to  the  precise  amount  of  a taxpayer’s  income  when 
the  amount  as  returned  falls  close  to  a point  at  which 
the  rate  of  tax  changes.  For  example,  if  a tax- 


payer returns  his  total  income  at  £499  or  £501,  an 
exact  examination  of  the  statement  is  necessary  be- 
fore it  can  be  said  with  certainty  that  the  rate  is 
3s.  or  3s.  9d.,  as  the  case  may  be,  as  some  quite 
small  error  discovered  afterwards  in  the  return,  or 
some  unexpected  alteration  in  the  income,  such  as 
one  due  to  a house  becoming  unoccupied  or  a mori- 
bund company  paying  a small  dividend,  might  carry 
the  income  from  one  zone  into  the  other.  If  a 
change  of  rate  were  prescribed  at  each  £100,  tho 
number  of  these  cases  would  be  greatly  increased. 

6.  It  will  be  recalled  also  that  the  method  of 
graduation  now  adopted  produces  irregularities, 
generally  known  as  “ jumps.”  An  increase  in  the 
number  of  separate  rates  would,  of  course,  increase 
the  number  of  these  “ jumps,”  though  the  extent 
of  each  would  be  decreased. 

7.  A change  in  the  rate  of  tax  at  any  figure  lower 
than,  say,  £400  would  be  extremely  inconvenient  not 
only  to  officials  but  to  taxpayers,  as  compared  with 
the  present  system.  An  enormous  number  of  incomes 
fluctuate  round  any  figure  lower  than  £400,  and  an 
exact  inquiry  in  so  many  cases  would  be  very 
burdensome. 

8.  Further,  any  device  which  multiplies  the  number 
of  different  rates  of  tax  increases  mechanical  difficulty. 
The  difficulty  arising  out  of  a great  number  of 
separate  rates  will  be  appreciated  when  it  is  re- 
membered that  there  are  some  twelve  millions  of 
separate  assessments  of  houses,  lands  and  buildings, 
and  that  it  is  practically  essential  when  dealing  with 
this  large  number  of  Schedule  A assessments  that  the 
assessment  books  should  be  prepared  and  arranged 
much  in  the  same  form  as  that  of  rate  books,  except 
that  they  last,  with  the  necessary  alterations,  for  a 
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period  of  years.  In  addition  to  the  mechanic-al 
difficulties  arising  out  of  the  use  of  so  many  rates, 
numerous  alterations  of  rates  from  year  to  year,  due 
to  a great  number  of  small  zones,  could  not  fail  to 
occasion  much  confusion. 

9.  While  the  Board  do  not  suggest  that  the  Income 
Tax  would  be  unworkable  if  the  zones  to  which 
specific  rates  apply  were  reduced  to  so  small  an 


amount  as  £100,  they  are  of  opinion  that  the  present 
facility  with  which  the  tax  is  worked  would  be  very 
materially  reduced.  There  can  be  no  doubt  in  their 
opinion  that,  as  a working  method  of  graduation^for 
incomes  under  £1,000,  one  change  of  rate  at  £500, 
with  a system  of  varying  abatements,  has  great 
practical  advantages  over  a system  of  many  changes 
of  rates. 


Appendix  No.  50. 


MEMORANDUM  BY  THE  BOARD  OF  INLAND  REVENUE  ON  THE  SUBJECT  OF  SPECIAL  RELIEFS 
FROM  INCOME  TAX  (INCLUDING  SUPER-TAX)  INTRODUCED  TO  MEET  WAR  CONDITIONS. 


1.  As  early  as  the  autumn  of  1914  it  was  found 
necessary  to  make  legal  provision  to  enable  relief 
from  the  burden  of  taxation  to  be  afforded  in  cases 
of  hardship  brought  about  by  conditions  resulting 
from  a state  of  war. 

2.  In  a number  of  cases  businesses  and  professions 
were  practically  brought  to  a standstill  on  the  out- 
break of  hostilities,  and  to  have  maintained  the  legal 
assessment  to  Income  Tax  under  Schedule  D on  the 
average  profits  of  preceding  years  in  such  cases  might 
have  imposed  an  unjustifiably  severe  burden.  Also, 
a number  of  Super-tax  payers,  e.g.,  individuals  with 
incomes  largely  derived  from  foreign  sources,  found 
themselves  with  incomes  greatly  reduced  (in  some 
few  cases,  with  no  income  at  all)  and  with  a con- 
siderable liability  to  Super-tax  based  on  the  Income 
Tax  income  of  the  preceding  year. 

3.  Accordingly,  in  the  second  Finance  Act  passed 
in  the  year  1914  [Finance  Act,  1914  (Session  2)], 
several  provisions  were  introduced  for  the  allowance 
of  relief  in  cases  of  diminution  of  income  due  to 
the  war.  A section  of  that  Act  provided  that  any 
person  charged  to  Income  Tax  under  Schedule  D 
who  proved  that  the  profits  of  the  year  of  assessment 
had  fallen  short  of  the  amount  of  the  assessment 
and  that  the  diminution  was  due  to  circumstances 
attributable  directly  or  indirectly  to  the  war,  was 
entitled  to  substitute  for  the  amount  of  the  assess- 
ment (based  normally  on  an  average  of  previous  years) 
the  average  amount  of  the  profits  of  the  three  years 
including  the  year  of  assessment.  In  the  case  of 
trade  profits,  the  assessment  for  the  year  4,  based 
on  the  average  profits  of  the  years  1,  2 and  3,  could 
be  adjusted  under  this  provision  to  the  average 
profits  of  the  years  2,  3 and  4.*  Soldiers  and  sailors 
and  certain  other  people  engaged  abroad  on  war 
work  during  any  portion  of  the  year  of  assessment 
were  not  required  to  adopt  the  three  years’  average, 
but  could  substitute  the  profits  of  the  actual  year 
for  the  amount  of  the  assessment.  This  provision 
(as  reproduced  in  section  43  of  the  Income  Tax  Act, 
1918)  represents  a x'evival  of  the  principle  of  section 
133  of  the  Income  Tax  Act  of  1842 — a section  which 
was  repealed  in  1907  following  a recommendation  of 
the  Ritchie  Committee  in  1905.  The  revived  relief, 
however,  is  of  limited  application  inasmuch  as  it 
applies  only  to  diminutions  of  profit  due  to  circum- 
stances directly  or  indirectly  attributable  to  the  war. 

4.  The  next  special  provision  to  be  introduced  was 
that  which  made  reduced  rates  of  tax  and  other 
relief  applicable  to  the  service  pay  of  sailors,  soldiers, 
airmen  and  others.  This  is  now  section  42  of  the 
Income  Tax  Act,  1918. 

5.  A measure  of  relief  (now  reproduced  in  section 
44  of  the  Income  Tax  Act,  1918)  was  granted  in  1916 
to  any  individual  who  could  prove  that  his  actual 
income  from  all  sources  for  the  year  of  Income  Tax 
assessment  was  less  by  more  than  10  per  cent,  than 
the  income  on  which  he  had  been  charged  with  tax 
for  that  year.  A claim  can,  in  these  circumstances, 
be  made  for  repayment  of  tax  equal  to  the  difference 
between  the  amount  of  the  tax  charged  upon  and 


* Where  the  profits  of  the  year  of  assessment  (4)  are  less  than 
the  amount  assessed  (average  of  1,  2 and  3)  but  greater  than  the 
new  average  (2,  3 and  4)  the  assessment  is  in  practice  reduced  to 
the  profits  of  the  year  4. 


paid  by  the  individual,  and  the  amount  which  would 
have  been  paid  if  he  had  been  charged  on  his  actual 
income  for  the  year. 

6.  In  the  second  Finance  Act  of  1914  it  was  also 
provided  that  payment  of  Super-tax  might  be  post- 
poned when  an  individual  could  show  that  his  actual 
income  from  all  sources  for  the  year  of  Super-tax 
assessment  was  less  than  two-thirds  of  the  income 
on  which  he  was  charged  to  Super-tax,  i.e.,  the  In 
come  Tax  income  of  the  preceding  year.  In  these 
circumstances  the  individual  was  called  upon  to  pav 
at  the  time  only  the  Super-tax  applicable  to  the 
actual  income  of  the  year,  payment  of  the  balance 
of  the  tax  being  postponed.  This  provision  is  now 
found  in  section  50  of  the  Income  Tax  Act,  1918. 

7.  The  various  reliefs  mentioned  in  the  foregoing 
paragraphs  3,  4,  5 and  6 are  only  operative  for  any 
year  provided  that  the  Finance  Act  for  that  year 
contains  a specific  provision  to  that  effect.  The 
reliefs  have  been  continued  in  foi'ce  year  by  year 
by  successive  Finance  Acts. 

8.  It  has  been  stated  in  the  House  of  Commons 
that  the  service  reliefs  (section  42  of  the  Income  Tax 
Act,  1918)  will  no  longer  apply  after  the  end  of  the 
present  Income  Tax  year  1919-20,  and  as  regards  the 
other  special  war  reliefs,  it  would  not  seem  that  they 
should  be  continued  as  the  necessity  for  their  exist- 
ence has  now  practically  disappeared  with  the  termi- 
nation of  the  war  and  the  gradual  return  to  normal 
conditions. 

9.  In  the  first  Finance  Act  of  1915,  relief  from 
Super-tax  was  afforded  to  soldiers,  sailors,  &c.,  for 
any  year  in  which  there  was  service  on  the  part  of 
the  individual  in  connection  with  the  war.  A section 
of  that  Act  provided  that  where  in  such  cases  the 
total  Income  Tax  income  of  the  individual  for  the 
year  of  Super-tax  assessment  was  less  than  his  total 
Income  Tax  income  for  the  previous  year  (the  statu- 
tory  basis  of  Supei’-tax  liability),  the  total  Income 
Tax  income  for  the  year  of  assessment  was  to  be  taken 
as  the  measure  of  his  Super-tax  liability  for  that 
year.  This  provision,  which  is  now  reproduced  in 
section  51  of  the  Income  Tax  Act,  1918,  necessarily 
ceases  to  be  operative  on  the  termination  of  the  wax 

10.  Cases  arose  in  which,  owing  mainly  to  diminu 
tion  of  income  since  the  outbreak  of  war,  the  amount 
paid  by  a taxpayer  in  respect  of  Life  Assurance 
premiums  exceeded  one-sixth  of  his  total  income  for 
the  Income  Tax  year  of  assessment.  In  order  to 
meet  such  cases,  it  was  provided  that  during  the  war 
a taxpayer  was  to  be  allowed  a deduction  for  Life 
Assurance  premiums  not  exceeding  one-sixth  of  his 
income  for  the  last  pre-war  year,  1913-14,  if  that 
allowance  was  more  advantageous  to  him  than  one- 
sixth  of  the  income  of  the  year  of  charge.  This 
relief  provision  is  now  reproduced  in  section  45  ol 
the  Income  Tax  Act,  1918,  and  the  section  applies 
to  any  year  of  assessment  which  includes  any  time 
during  which  the  war  continues. 

11.  In  the  Finance  Act  of  1918,  it  was  provided 
that  where  machinery  or  plant  has  been  out  of  use 
through  circumstances  attributable  directly  or  in- 
directly to  the  war,  an  allowance  for  depreciation 
should  be  granted  on  the  same  lines  as  if  diminished 
value  had  actually  been  caused  by  “ wear  and  tear, 
during  the  year.”  This  provision  is  reproduced  in 
section  56  of  the  Income  Tax  Act,  1918. 
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MEMORANDUM  PREPARED  BY  THE  BOARD 
CONTRIBUTIONS  OF  TRADERS  TO  TRADE 
TAX. 

1.  The  question  of  the  liability  to  Income  Tax  of 
Trade  Associations  and  of  the  admissibility  of  sub- 
scriptions to  such  Associations  as  working  expenses 
in  the  computation  of  the  profits  of  businesses  was 
dealt  with  in  particular  in  the  evidence  offered  to 
the  Royal  Commission  by  Mr.  Alfred  Hutchison 
on  behalf  of  the  Association  of  Trade  Protection 
Societies  of  the  United  Kingdom  (Questions  17,199 
to  17,203). 

2.  The  conditions  of  modern  business  and  the 
variety  of  problems  in  recent  years  affecting  all 
branches  of  commerce  have  given  rise  to  the  forma- 
tion of  Trade  Associations  in  almost  every  class  of 
trade. 

3.  These  Associations  are  for  the  most  part 
properly  constituted  bodies,  sometimes  incorporated, 
having  articles  or  rules  which  define  their  scope, 
govern  their  action,  and  determine  the  conditions 
of  their  membership  and  administration.  Their 
main  objects  are  the  general  protection  and  advance- 
ment of  the  corporate  and  individual  interests  of 
the  members  of  the  trade  concerned,  and  the  dis- 
cussion with  a view  to  united  action  of  all  matters 
affecting  the  trade,  whether  in  political,  economical, 
industrial,  commercial  or  technical  spheres.  In 
some  cases  power  is  taken  to  accumulate  funds  for 
the  purpose  of  indemnifying  members  in  the  event 
of  strikes  by  their  operatives,  or  stoppage  of  work 
due  to  conditions  which,  unless  resisted  by  the  par- 
ticular member,  might,  in  the  circumstances, 
adversely  affect  the  whole  trade. 

4.  Further  objects  vary  in  detail  according  to  the 
particular  trade  and  may  include  social  and  benevo- 
lent purposes. 

5.  The  principal  funds  are  derived  from  members’ 
entrance  fees  and  subscriptions  which  are  either 
(1)  on  a fixed  scale  determined  by  rules,  or  (2) 
collected  in  the  form  of  a levy  on  each  member  for 
his  proportionate  share  of  the  ascertained  expendi- 
ture from  year  to  year. 

6.  Other  revenues  may  arise  from  fines  imposed 
on  members  for  breach  of  rules,  interest  on  invested 
moneys,  or  voluntary  donations  from  well-wishers. 

7.  It  is  not  unusual  for  the  members  of  an  Asso- 
ciation to  enter  into  pooling  arrangements  for  the 
purpose  of  regulating  the  trade  and  maintaining 
prices.  Members  are  allotted  a certain  proportion 
of  the  total  trade  to  accord  with  the  size  and 
capacity  of  their  various  businesses  as  indicated  by 
their  previous  turnovers.  The  profits  earned  by 
members  on  business  done  in  excess  of  their  agreed 
proportions  are  paid  into  the  pool  and  after  deduc- 
tion of  administrative  charges,  are  divided  among 
members  whose  business  has  fallen  short  of  their 
allotted  quotas.  Keen  competition  and  cutting  of 
prices  to  secure  orders  are  thus  obviated. 

8.  The  question  of  the  admissibility  as  a trade 
expense  for  Income  Tax  purposes  of  payments  to  a 
Trade  Association  first  came  before  the  Courts  in 
1896  in  the  case  of  the  JRhymney  Iron  Go.  v.  Fowler 
(3  Tax  Cases  476)  where  the  company  sought  to 
deduct  their  contribution  to  an  Association,  one  of 
whose  objects,  inter  alia,  was  to  indemnify  its 
members  against  loss  in  the  event  of  stoppage  of 
output  by  reason  of  strikes.  The  Court  held  that 
the  deduction  was  inadmissible  and  the  decision  was 
taken  as  an  authority  for  resisting  all  claims  to 
deduct  subscriptions  to  Trade  Associations  from  that 
time. 

9.  In  1910,  in  the  case  of  Guest,  Keen  and  Nettle- 
folds,  Ltd.  v.  Fowler  (5  Tax  Cases  511),  a claim 
was  made  for  the  allowance  of  a subscription  to  the 
pool  of  an  Association  formed  with  the  object  of 
keeping  up  prices  and  the  Court  decided  that  the 
deduction  claimed  was  allowable. 

It  does  not  appear,  however,  that  the  circum- 
stances of  this  case  were  fully  investigated.  No 
inquiry  was  made  as  to  whether  the  company’s  con- 
tribution had  or  had  not  actually  been  expended  on 
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the  objects  for  which  it  was  made  and  the  import- 
ance of  this  question  does  not  seem  at  that  time  to 
have  been  appreciated. 

10.  The  question  was  more  exhaustively  considered 
in  1913  in  the  case  of  the  Lochgelly  Iron  and  Goal 
Go.,  Ltd.  v.  Crawford  (6  Tax  Cases  267)  and  the 
Court  then  held  in  effect  that  the  contribution  of  a 
taxpayer  to  a Trade  Association,  in  so  far  as  it  is 
actually  applied  by  the  latter  in  expenditure  which 
would  be  admitted  by  the  Income  Tax  Acts  as  a 
business  expense  if  made  by  the  trader  himself,  is 
allowable  as  a deduction  for  Income  Tax  purposes. 

11.  The  principle  of  this  decision  was  endorsed  in 
1915  in  the  case  of  the  Grahamston  Iron  Go.  v. 
Crawford  (7  Tax  Cases  25),  where  the  Court  upheld 
the  refusal  of  the  Special  Commissioners  to  allow  a 
deduction  of  levies  paid  to  a Trade  Association  with- 
out the  production  of  accounts  of  the  latter  as 
evidence  of  the  manner  in  which  the  moneys  in 
question  had  been  expended. 

12.  Prior  to  the  two  last-mentioned  decisions,  in 
deference  to  numerous  representations  from  traders, 
the  Board  of  Inland  Revenue  took  the  matter  into 
consideration  and,  as  the  result  of  negotiations  with 
the  representatives  of  several  of  the  more  prominent 
associations,  agreed  to  enter  into  arrangements 
under  which  the  contributions  of  the  members  might 
be  allowed  as  expenses  to  the  latter  on  condition 
that  the  association  agreed  to  bo  assessed  in  respect 
of  any  portion  of  its  income  which  was  not  applied 
to  purposes  admissible  under  the  Income  Tax  Acts. 

13.  A copy  of  the  form  of  agreement  is  given  as 
an  enclosure  to  this  Appendix. 

It  will  be  observed  that  this  agreement  secures  to 
the  members  of  the  association  the  full  allowance  of 
their  contributions,  and  to  the  Revenue,  tax  on  such 
portion  of  the  contributions  as  may  be  unexpended 
or  used  to  create  a reserve  or  expended  in  such  a 
way  as  would  preclude  the  allowance  thereof  if  paid 
and  claimed  by  the  trader  himself. 

14.  An  official  list  is  kept  by  the  Board  of  Inland 
Revenue  of  all  associations  which  have  adopted  this 
agreement  and  all  additions  thereto  are  notified  to 
the  District  Surveyors  of  Taxes  from  time  to  time 
in  order  that  no  question  may  be  raised  when  the 
returns  and  accounts  of  the  members  are  under 
examination. 

15.  The  list  at  present  comprises  some  1,800  asso- 
ciations and  the  number  is  being  increased  daily. 

16.  The  agreement  is  subject  to  variation  in  detail 
in  particular  cases  to  meet  the  special  conditions  of 
certain  classes  of  associations.  The  modified  agree- 
ments differ  but  slightly  from  the  standard  form. 
The  general  principles  remain  unaltered,  but  an 
endeavour  is  always  made  to  meet  any  particular 
hardships  or  peculiar  circumstances  which  any  case 
may  present. 

17.  If  an  association  declines  to  adopt  the  agree- 
ment, it  devolves  upon  the  members  who  claim  the 
allowance  of  their  contributions  to  produce  par- 
ticulars of  the  constitution  of  the  association  and 
show  to  what  extent  their  contributions  are  legiti- 
mately allowable  under  the  decision  in  the  case  of 
the  Lochgelly  Iron  and  Goal  Co.,  Ltd.  v.  Crawford. 
The  claim  is  then  admitted  to  that  extent. 

18.  The  agreements  above  referred  to  are  strictly 
voluntary  and  without  such  agreements  there  is  no 
power  in  law  to  assess  these  associations  which  are 
mutual  bodies  not  carrying  on  any  trade  or  profes- 
sion. Cases  arise  from  time  to  time  where  the  con- 
trolling members  of  an  association  decline  to  enter- 
tain the  proposed  agreement  although  many  trading 
members  may  desire  that  they  should  do  so,  with 
the  result  that  the  traders  either  have  to  suffer  the 
disallowance  of  their  contributions  or  are  put  to  the 
trouble  of  proving  by  means  of  the  association’s 
accounts,  which  they  cannot  always  obtain,  what 
proportion  of  their  contribution  is  legally  allowable. 
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Enclosure  to  Appendix  No.  51. 


ARRANGEMENTS  APPROVED  BY  THE  BOARD  OF  INLAND  REVENUE  UNDER  WHICH  SUB- 
SCRIPTIONS AND  LEVIES  PAID  BY  MEMBERS  OF  THE  ASSOCIATION  MAY  BE  ALLOWED 
AS  A TRADE  EXPENSE  IN  COMPUTING  THEIR  INCOME  TAX  LIABILITY. 


1.  That  the  Association  furnish  copies  of  its  Rules 
and  Regulations  to  the  Board  of  Inland  Revenue. 

2.  That  the  said  Association  render  annually 
accounts  of  its  income  and  expenditure  and  pay  tax 
on  the  balance  of  income  over  expenditure  computed 
in  accordance  with  the  provisions  of  the  Income  Tax 
Acts,  on  the  basis  provided  by  Clause  four  thereof. 
In  computing  the  said  balance  all  administrative 
expenses,  all  payments  to  members  of  any  kind 
(other  than  loans  and  payments  of  a capital  nature) 
and  all  payments  for  legal  charges  in  cases  taken  on 
behalf  of  the  members,  shall  be  treafed  as  ordinary 
expenditure. 

3.  That  members  receiving  payment  of  any  kind 
(other  than  loans  and  payments  of  a capital  nature) 
bring  the  amounts  received  to  the  credit  of  their 
individual  trading  accounts,  and  that  the  Associa- 
tion furnish  particulars  yearly  to  31st  December  of 
the  amounts  paid  in  that  way  and  to  whom  paid. 
In  the  event  of  any  member  or  other  person  failing 
to  account  for  the  tax  on  any  such  receipts  in  the 
ordinary  course  the  amount  is  to  be  included  in  the 
assessment  upon  the  Association,  i.e.,  by  disallowing 
the  items  as  deductible  expenditure  in  computing 
the  liability  of  the  Association. 

4.  That  the  Association  render  accounts  for  the 
last  completed  year,  and  be  assessed  on  such  accounts 
for  the  year  ending  5th  April,  191  , that  for  the 
following  year  they  be  assessed  on  the  basis  of  an 
average  of  the  accounts  for  the  two  years  preceding 
the  year  of  assessment,  and  for  the  third  year  and 
subsequent  years  on  the  average  of  the  three  pre- 
coding years. 

5.  That  the  payment  of  subscriptions,  entrance 
fees  and  levies  be  allowed,  and  receipts  by  members 
from  the  Association,  if  any,  be  credited  in  the 
accounts  of  the  individual  members  for  the  three 
preceding  years  in  computing  the  assessment  for  the 
yoar  onding  5th  April,  191 


6.  That  contributions  or  subscriptions  by  the  Asso- 
ciation to  any  other  organisation  be  only  allowed 
as  expenses  on  production  of  the  accounts  of  such 
organisation  and  on  evidence  that  it  has  entered 
into  similar  arrangements  with  the  Board  of  Inland 
Revenue,  or  has  no  surplus  income  which  ought,  on 
the  lines  of  this  scheme,  to  be  subjected  to  tax. 

7.  The  existing  and  future  accumulated  funds  of 
the  Association  to  be  regarded  as  taxed  income  in 
the  event  of  the  Association  being  wound  up  and 
the  funds  distributed  among  the  members. 

8.  No  allowance  to  be  made  or  relief  granted  in 
respect  of  the  excess  of  the  expenditure  of  any  year 
over  the  contributions  except  so  far  as  is  necessary 
for  the  computation  of  the  three  years’  average. 

9.  In  the  event  of  any  dispute  as  to  the  admissi- 
bility or  non-admissibility  of  any  item  of  expendi- 
ture, the  question  shall  be  submitted  to  the  Com- 
missioners of  the  District,  or  the  Special  Commis- 
sioners, for  determination  in  the  ordinary  course, 
and  subject  to  the  right  of  appeal  to  the  High 
Court,  provided  that  the  terms  of  this  Agreement 
or  the  validity  of  the  assessment  made  in  accordance 
therewith  shall  not  be  otherwise  impugned. 

10.  The  Association  to  give  an  undertaking  to 
abide  by  these  Regulations. 

11.  This  arrangement  may  be  determined  by  the 
Board  of  Inland  Revenue  or  by  the  Association  on 
twelve  months’  notice  expiring  on  the  5th  April,  in 
any  year. 

We  desire  to  adopt  the  above  arrangements  and 
hereby  undertake  to  fulfil  the  conditions  thereof. 

On  behalf  of 

Chairman. 

Secretary. 

Dated 
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MEMORANDUM  BY  THE  BOARD  OF  INLAND  REVENUE  ON  THE  SUBJECT  OF  THE 
EXEMPTION  FROM  INCOME  TAX  ENJOYED  BY  FRIENDLY  SOCIETIES. 


1.  A registered  Friendly  Society,  i.e.,  a Friendly 
Society  legally  established  under  any  Act  of  Parlia- 
ment relating  to  Friendly  Societies,  which  is  re- 
stricted by  Statute,  or  by  its  rules,  from  assuring  to 
any  person  any  sum  exceeding  £300,  or  from  grant- 
ing any  annuity  exceeding  £52  a year  is  exempt  from 
Income  Tax  (a),  under  Schedule  A,  in  respect  of  its 
lands  and  houses,  (b)  under  Schedule  C,  in  respect  of 
the  dividends  and  interest  belonging  to  the  society, 
and  (c)  under  Schedule  D,  in  respect  of  interest  and 
other  profits  and  gains.  The  exemption  is  contained 
in  section  39  (1)  of  the  Income  Tax  Act,  1918. 

2.  It  will  be  observed  that  the  title  to  exemption 
of  a Friendly  Society  is  conditional  upon  the  benefits 
to  be  granted  by  the  society  being  limited  to  specified 
amounts.  The  limits  for  the  benefits  are  identical 
with  those  contained  in  the  Friendly  Societies’  Act, 
1908,  as  a condition  of  registration  under  that  Act. 

3.  The  present  limits  for  the  purposes  of  the  ex- 
emption from  Income  Tax  came  into  force  in  the  year 
1909-10.  The  limits  previously  imposed  in  the  Income 
Tax  Act  of  1842  as  a condition  of  the  exemption  were 
£200  for  assurance  and  £30  a year  for  an  annuity, 
and  having  regard  to  the  Income  Tax  exemption 
limit  (£150)  prescribed  by  that  Act  and  to  the 
general  average  of  working-class  incomes  then  pre- 
vailing, there  can  be  no  question  that  the  great 


majority  of  the  members  of  Friendly  Societies  were 
then  exempt,  and  this  was  doubtless  the  main  reason 
underlying  the  grant  of  the  exemption  to  the 
societies. 

The  benefits  which  Friendly  Societies  pay  are,  of 
course,  of  very  varied  descriptions ; they  include 
e.g.,  sick  pay,  death  benefits,  as  well  as  annuities. 
The  funds  out  of  which  these  benefits  accrue  consist, 
broadly  speaking,  of  contributions  and  of  interest 
earned  thereon,  and  it  seems  very  natural  that  this 
interest — when  arising  from  sums  subscribed  by 
exempt  persons  and  when  applied  to  the  payment  of 
benefits  to  exempt  persons — should  have  been  treated 
as  outside  the  scope  of  an  Income  Tax. 

4.  Present-day  conditions  are,  however,  very 
different,  and  an  appreciable  proportion  of  the  mem- 
bers of  Friendly  Societies  are  now  liable  to  pay  some 
Income  Tax,  even  when  all  reliefs  have  been  allowed. 
On  this  ground  there  may  be  some  case  for  restricting 
the  relief  at  the  present  time,  although  the  Board  of 
Inland  Revenue  do  not  wish  for  their  part  to  press 
for  any  restriction.  Thoro  is,  it  is  suggested,  oer- 
tainly  no  case  for  enlarging  it.  It  will  be  recalled 
that  Friendly  Societies  are  carrying  on  business  in 
competition  with  that  of  Life  Assurance  companies. 

5.  Section  39  (1)  of  the  Income  Tax  Act,  1918,  also 
provides  that  an  unregistered  Friendly  Society  whose 
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income  does  not  exceed  £160  shall  be  entitled  to  ex- 
emption from  Income  Tax.  This  exemption  seems 
anomalous  for  the  following  reasons : — 

(i)  it  is  the  only  instance  of  exemption  from 

Income  Tax  being  allowed  by  reference  to 
the  total  income  of  a society  or  body  of 
individuals;  other  similar  exemptions 
apply  only  to  individuals; 

(ii)  the  exemption  is  granted  irrespective  of  the 

limits  of  the  benefits,  and  an  unregistered 


Friendly  Society  may  therefore  in  some 
circumstances  be  more  favoured  than  a 
registered  society. 

6.  It  is  suggested,  therefore,  that  the  exemption 
in  favour  of  unregistered  Friendly  Societies  should 
be  abolished.  There  would  be  no  hardship  on  these 
unregistered  societies,  as  they  would  still  be  able  to 
obtain  analogous  Income  Tax  relief  by  registration. 

7.  The  annual  cost  of  the  exemption  to  Friendly 
Societies  as  a whole  is  at  present  between  £600,000 
and  £700,000. 


Appendix  No.  53. 


MEMORANDUM  BY  THE  BOARD  OF  INLAND  REVENUE  ON  THE  SUBJECT  OF  THE  ALLOW- 
ANCE OF  TWO-THIRDS  OF  THE  ANNUAL  VALUE  OF  A DWELLING-HOUSE  PARTLY  USED 
FOR  A TRADE  OR  PROFESSION,  IN  THE  COMPUTATION  OF  PROFITS  FOR  THE  PURPOSE 
OF  ASSESSMENT  TO  INCOME  TAX,  SCHEDULE  D. 


1.  The  Board  of  Inland  Revenue  associate  them- 
selves with  the  view  expressed  by  Mr.  G.  F.  Howe, 
Presiding  Commissioner  for  the  Special  Purposes  of 
the  Income  Tax  Acts,  that  Rule  3 of  the  Rules  applic- 
able to  Cases  I and  II  of  Schedule  D calls  for  amend- 
ment (questions  13,425-7). 

2.  That  rule  provides  that  in  computing  the 
amount  of  the  profits  or  gains  to  be  oharged  no  sum 
shall  be  deducted  in  respect  of  the  rent  or  annual 
value  of  any  dwelling-house,  except  such  part  thereof 
as  is  used  for  the  purposes  of  the  trade  or  profession ; 
provided  that  where  any  such  part  is  so  used,  the 
Bum  so  deducted  shall  be  such  as  may  be  determined 
by  the  Commissioners,  and  shall  not  exceed  two-thirds 
of  the  annual  value  or  of  the  rent  bona  fide  paid  for 
the  said  dwelling-house. 

3.  The  history  of  this  provision  goes  back  to  1799. 
No  doubt  when  it  was  first  enacted  it  was  equitable 
enough,  but  in  modern  conditions  the  limitation  of 
the  allowance  to  two-thirds  of  the  annual  value  or 
rent  occasionally  gives  rise  to  great  hardship. 

4.  The  accompanying  schedule  gives  particulars  of 
some  cases  which  have  recently  been  under  the  notice 
of  the  Board,  in  which  practically  the  whole  of  the 
annual  value  of  the  premises  ought  to  be  allowed  as 
a deduction  in  arriving  at  the  profits  under  Schedule 
D,  and  the  absence  of  legal  authority  to  mate  the 
full  allowance  equitably  due  has  created  hardship. 

5.  It  should  be  added  that,  while  some  bodies  of 
District  Commissioners  have  felt  themselves  bound  by 
the  letter  of  the  law,  others  (endeavouring  to  bring 
their  action  into  conformity  with  modern  conditions) 


have  not  hesitated  in  certain  cases  to  extend  the 
allowance  beyond  the  limit  laid  down  in  the  Act. 

6.  The  Board  of  Inland  Revenue  suggest  that  the 
limit  of  two-thirds  imposed  by  the  rule  should  be 
retained  as  the  normal  maximum  allowance,  but  that 
the  Commissioners  concerned  should  be  empowered  to 
increase  the  allowance  beyond  this  limit  in  special 
cases  where  it  is  shown  that  the  restriction  of  the 
allowance  to  two-thirds  of  the  rent  or  annual  value 
would  create  hardship. 

SCHEDULE. 

1.  Large  Besidential  Boarding  Bouse. 

Two  rooms  reserved  for  private  use  of  pro- 
prietor. 

2.  Public  House.  Annual  value  £584. 

Tenant  has  a private  residence  elsewhere, 
but  uses  one  room  in  the  public  Iious.j  as 
a bed  sitting-room  one  or  two  nights  a 
week  when  busy. 

3.  Hotel.  Annual  value  £565. 

Proprietor  occupies  with  wife  and  family 
two  rooms  only. 

4.  Ladies'  School.  Annual  value  £600. 

Two  bedrooms  occupied  by  proprietresses. 

5.  Hotel.  Annual  value  £800. 

Proprietor  occupies  one  bedroom  only. 

6.  Shops.  Four  shops  adjoining  and  communi- 

cating internally  with  one  another. 

Proprietor,  with  wife  and  family,  resides 
in  rooms  over  one  shop. 
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MEMORANDUM  BY  THE  BOARD  OF  INLAND  REVENUE  ON  THE  SUBJECT  OF  THE  EXEMP- 
TION FROM  TAXES  CONFERRED  BY  A PRIVATE  ACT  UPON  CERTAIN  REAL  PROPERTY 
BELONGING  TO  THE  HABERDASHERS’  COMPANY. 


1.  In  1660  a settlement  made  by  one  William 

Adams  on  the  Master  and  four  Wardens  of  the 
Haberdashers’  Company,  of  certain  lands,  the 
“ Mannor  and  Graunge  of  Knighton,”  comprising 
some  912  acres  in  the  parish  of  Adbaston,  for  the 
maintenance  of  a school  and  almshouse  at  Newport, 
Salop,  and  for  further  charitable  uses,  was  confirmed 
by  a private  Act  of  Parliament  (12  Car:  R.  2di 
No.  34).  The  Act  contained  a clause  exempting  these 
lands  from  taxes  in  the  following  terms:  — 

“ That  the  said  Mannor  and  Graunge  of 

Knighton  with  the  appurtenances  and  all  other 

Lands  and  hereditaments  settled  and  Conveyed 

by  the  said  William  Adams  to  the  said  Governors 

and  their  Successors  for  the  purposes  aforesaid  he 

and  at  all  times  hereafter  shalbe  freed  dis- 

charged and  acquitted  of  and  from  the  payem*  of 


all  every  or  any  Mannor  of  taxes  Assessm*1 * * * * * * * 9  or 
charges  Civill  or  military  whatsoever  hereafter 
to  be  laid  and  Imposed  by  authority  of  Parliam* 
or  otherwise.  And  that  the  said  Mannor 
Messuages  Lands  tenem*9  and  premisses  and  the 
Owners  and  occupiers  thereof  or  any  of  them 
shall  not  at  any  time  hereafter  be  rated  taxed  or 
assessed  to  pay  any  Sume  or  Sumes  of  money  or  be 
otherwise  charged  in  any  way  whatsoever  for  or 
in  respect  of  the  said  Mannor  Lands  and  here- 
ditam*9  or  any  of  them  for  or  towards  any 
manner  of  publique  tax  Assessm*  or  charge  what- 
soever any  Statute  Law  or  Ordinance  to  the  Con- 
trary nereof  in  any  wise  notwithstanding.” 

2.  No  question  was  raised  as  to  liability  under  the 
Income  Tax  Acts  until  the  year  1895,  in  which  year 
assessments  wore  made  on  the  Haberdashers’  Coni- 
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pa.ny.  The  company  appealed  to  the  General  Com- 
missioners of  Taxes  for  the  Division,  who  confirmed 
the  assessments.  The  company  thereupon  demanded 
to  have  a case  stated  for  the  High  Court.  As,  how- 
ever, the  Board  of  Inland  Revenue  were  advised  that 
the  appeal  would  succeed,  in  view  of  the  general 
principle  of  construction  that  a general  provision  is 
prima  facie  not  to  he  taken  as  repealing  a provision 
directed  to  a particular  case  only,  the  case  was  not 
defended,  and  an  order  was  made  in  the  Queen’s 
Bench  Division,  discharging,  by  consent,  the  assess- 
ments. 

3.  Since  that  date  no  assessments  have  been  made 
in  respect  of  the  property  whether  for  Income  Tax 
(Schedule  A or  Schedule  B)  or  Inhabited  House  Duty, 
the  exemption  extending  to  “ the  owners  and  occu- 
piers.” 


4.  The  property  has  been  continuous^'  developed, 
parts  of  the  estate  having  been  leased,  and  factories 
and  cottages  built  thereon,  with  the  result  that  per- 
sons other  than  the  Haberdashers’  Company  obtained 
a relief  from  taxation  to  which  they  have  no  equit- 
able claim,  and  one  which  was  clearly  not  contem- 
plated when  the  original  enactment  was  passed. 

5.  So  far  as  the  Haberdashers’  Company  is  con- 
cerned, to  the  extent  to  which  the  rents  of  the  lands 
are  applied  to  charitable  purposes,  it  would  still  he 
open  to  them  to  claim  remission  of  Income  Tax, 
Schedule  A,  under  the  provisions  of  section  37  of  the 
Income  Tax  Act,  1918. 

6.  Accordingly,  in  the  opinion  of  the  Board  of  In- 
land Revenue,  there  is  a very  strong  case  for  the 
repeal  of  the  exempting  clauses  of  this  private  Act  so 
far  at  any  rate  as  imperial  taxes  are  concerned. 
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MEMORANDUM  BY  THE  BOARD  OF  INLAND  REVENUE  ON  THE  EXPRESSION  “ UNEARNED 

INCOME.” 


1.  In  the  course  of  the  Debates  on  the  Finance' 
Bill  of  1919  several  members  took  exception  to  the 
use  in  the  Income  Tax  Acts  of  the  expression  “ un- 
earned income.”  It  was  not  suggested  by  them  that 
the  existing  differentiation  between  the  two  classes 
of  income  described  respectively  as  “ earned  ” and 
“ unearned  ” should  be  abolished,  but  it  was  sug- 
gested that  the  description  of  that  class  of  income 
which  is  charged  at  the  higher  rate  as  “ unearned 
income  ” was  inapposite  and  objectionable,  more 
particularly  as  a part  of  the  income  falling  within 
this  category  represented  interest  upon  money  which 
was  not  inherited,  but  actually  saved  by  the  recipients 
of  the  income. 

2.  It  will  be  recalled  that  when  the  question  of 
differentiation  in  the  Income  Tax  was  under  the  con- 
sideration of  the  Select  Committee  of  1906  (known  as 
the  Dilke  Committee),  this  question  of  nomenclature 
was  specially  dealt  with.  The  Committee  had  under 
consideration  the  relative  advantages  of  the  terms 
“ permanent  ” as  opposed  to  “ precarious,”  “ spon- 
taneous ” as  opposed  to  “ industrial,”  “ income  from 
investments”  as"  opposed  to  “income  from  personal 
effort  ” and  “ unearned  income  ” as  opposed  to 
“ earned  income.”  The  Committee  were  of  opinion 
that  the  last-named  expressions  were,  on  the  whole, 
the  most  convenient  as  indicating  the  classes  of  income 
which  they  had  in  view. 

Prior  to  the  Debates  on  the  Finance  Bill  of  1919 
this  decision  does  not  appear  to  have  been  seriously 
questioned. 


3.  Many  countries  in  addition  to  the  United 
Kingdom  have  in  force  a system  of  differentiation, 
and  the  following  are  examples  of  the  nomenclature 
which  they  have  adopted  : — 

The  Dominions  speak  generally  of  “ income  from 
property,”  or  “ income  derived  from  property  ” as 
opposed  to  “ income  derived  from  personal  exertion.” 
In  France  the  expressions  “ revenu  provenant  du 
capital”  and  “revenu  gagne”  or  “revenu  le  produit 
du  travail  ” are  found.  Germany  speaks  of  funded 
income  (fundiert)  and  unfunded  income  (unfundiert), 
also  of  “ property  income  ” and  “ labour  income.” 
Italy  also  speaks  of  “ property  income  ” and  “ labour 
income  ” (“  redditi  di  capitale  ” and  “ redditi  di 
lavoro  ”). 

4.  When  the  differential  rate  of  tax  on  “ earned 
income  ” was  originally  introduced  in  1907,  the  ex- 
pression “ earned  income  ” only  was  used  and  defined, 
all  income  not  falling  within  the  definition  being 
charged  at  the  standard  rate  of  tax.  Later,  when 
graduation  of  tax  on  income  other  than  “ earned 
income  ” came  into  force,  the  expression  “ unearned 
income  ” was  employed. 

5.  It  is  questionable  whether  any  considerable 
number  of  taxpayers  look  upon  the  expression 
“ unearned  income  ” as  casting  a reflection  upon  the 
class  of  income  to  which  it  is  related.  It  would, 
however,  be  possible  to  adopt  the  expression  “ income 
from  property  ” or  “ investment  income  ” in  substitu- 
tion for  the  existing  expression. 
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MEMORANDUM  BY  THE  BOARD  OF  INLAND  REVENUE  ON  THE  SUBJECT  OF  THE  COMPU 
TATION  OF  SUPER-TAX  LIABILITY  BY  REFERENCE  TO  “NET”  INCOME,  [see  Q.  25,353.] 


1.  The  proposal  to  charge  Super-tax  on  the  tax- 
payer’s income  as  reduced  by  the  Income  Tax  paid 
by  him  is  usually  supported  on  two  grounds:  — 

(a)  the  alleged  unfairness  of  charging  tax  on  tax; 
and 

(5)  the  difficulties  experienced  by  persons  called 
upon  to  render  Super-tax  returns  in  ascer- 
taining the  gross  sum  to  be  included  in 
respect  of  dividends  which  have  been 
received  after  deduction  of  Income  Tax  at 
varying  rates. 

2.  The  question  was  discussed  in  one  or  other  of 
its  aspects  in  the  House  of  Commons  on  20tli 
September,  1909  (Official  Report,  Col.  Ill,  &c.),  2nd 
July,  1914  (Col.  695,  &c.),  and  28th  June,  1916 
(Col.  903,  &c.). 


3.  The  official  attitude  towards  the  proposal  has  con- 
sistently been  that  on  examination  it  has  no  merits, 
that  if  introduced  it  would  bo  troublesome  to  work — 
the  taxpayer  as  well  as  the  officials  would  be  involved 
in  difficulties — and  that  unless  the  rates  at  which  the 
tax  is  charged  were  raised  it  would  be  very  costly. 
These  assertions  may  now  be  considered. 

4.  Super-tax  is  an  additional  duty  of  Income  Tax, 
which  for  administrative  reasons  is  collected  separately 
from  Income  Tax.  The  uhit  of  taxation,  both  for 
Income  Tax  and  Super-tax  is  the  £ sterling  of  in- 
come, and  if  the  aggregate  amount  of  the  two  taxes 
were  collected  as  a single  tax  at  an  inclusive  rate  or 
rates,  by  direct  assessments  on  individuals — a course 
which  lias  been  urged  upon  the  Government  on  more 
than  one  occasion — the  suggestion  that  any  other 
basis  than  the  £ of  gross  income  should  be  adopted 
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would  probably  have  never  been  seriously  put  forward. 
Each  £ of  income  would  have  been  regarded  as  falling 
to  be  appropriated  by  the  State  and  by  the  taxpayer, 
respectively,  in  proportions  determined  by  the  rate  of 
the  inclusive  tax  in  force  for  the  time  being.  It  is 
the  separation  of  the  total  impost  into 

(a)  Income  Tax,  collected  in  part  by  deduction, 

and 

( b ) Super-tax  collected  by  direct  assessment  of  the 

individual  taxpayers, 

which  has  given  rise  to  the  fallacious  view  that  the 
additional  Income  Tax  called  Super-tax  should  be 
computed  not  on  the  £ sterling,  the  unit  taken  for 
the  purpose  of  the  “ first  bite  ” of  the  State  by  way 
of  ordinary  Income  Tax,  but  on  a different  unit, 
namely,  the  fraction  of  the  £ sterling  which  remains 
to  the  taxpayer  after  payment  of  his  Income  Tax. 
A logical  consequence  of  such  a view  is  that  if  it  were 
found  desirable  to  collect  an  Income  Tax  of  (say)  10s. 
in  the  £ by  means  of  four  separate  imposts  of  2s.  6d. 
in  the  £ each,  the  first  tax  should  be  charged  on  the 
£ sterling  of  income,  the  second  on  a unit  of  17s.  6d., 
the  third  on  15s.,  and  the  fourth  on  12s.  6d.  Such  a 
process  is  capable  of  indefinite  extension. 

5.  The  allegation  of  unfairness  in  charging  “ tax 
on  tax  ” is  sufficiently  met  by  the  answer  that  if  in 
the  normal  course  of  authorizing  the  raising  of  a given 
amount  of  revenue,  Parliament  has  determined  that, 
with  ordinary  Income  Tax  at  (say)  6s.  in  the  £,  it  is 
necessary  to  raise  a certain  additional  sum  by  means 
of  a Super-tax,  the  amount  of  every  individual’s 
liability  will  be  precisely  the  same,  whether  he  is 
charged  (say)  4s.  6d.  for  every  £ of  income,  or  (the 
equivalent  to  produce  the  same  yield)  6s.  5d.  for 
every  £ of  income  which  remains  after  payment  of 
ordinary  Income  Tax. 

6.  The  difficulty  experienced  by  taxpayers  in 
arriving  at  the  gross  income  by  adding  back  Income 
Tax  to  dividends,  &c.,  received  after  deduction  of 
Income  Tax,  or  “ free  of  tax,”  is  said  to  be  due 
mainly  to  the  varying  rates  of  Income  Tax  that  have 
to  be  added  to  dividends  which  have  accrued  during 
different  periods.  This  difficulty  makes  a good 
debating  point,  but  vanishes  in  practice.  The  official 
form  of  Super-tax  return  contains  a printed  note 
suggesting  as  sufficiently  accurate  an  all-round  addi- 
tion of  a named  fractional  part  of  the  net  dividends 
to  arrive  at  the  corresponding  gross  figure,  a sugges- 
tion which  is  taken  advantage  of  by  the  great  majority 
of  Super-tax  payers. 

7.  The  difficulty  just  referred  to  would  not  be 
removed  if  the  proposal  to  charge  Super-tax  on  net 


income  were  adopted.  In  its  present  form  it  would, 
indeed,  vanish,  but  only  to  reappear  in  a new  shape. 
A very  large  amount  of  income  is  received  “ gross,” 
that  is,  before  payment  or  deduction  of  Income  Tax, 
and  if  the  basis  were  changed  all  this  gross  income 
would  require  to  be  converted  to  a net  figure  by 
deduction  of  the  Income  Tax  applicable  thereto. 
Annuities  and  charges  paid  out  of  income  would  have 
to  be  entered  at  the  net  amount  after  allowing  for 
Income  Tax  deductible  on  payment,  while  any  Income 
Tax  repaid  to  the  taxpayer  would  have  to  be  added 
to  and  treated  as  part  of  the  income  when  the  return 
was  made.  This  last-mentioned  consideration  might 
involve  a series  of  additional  assessments  to  Super- 
tax as  and  when  the  taxpayer  obtained  repayment  of 
Income  Tax  on  one  ground  or  another,  e.g.,  for  Life 
Assurance,  Colonial  Income  Tax  relief,  &c.  It  may 
well  be  doubted  whether  a year’s  experience  of  these 
inevitable  complications  would  not  result  in  a clamour 
on  the  part  of  many  Super-tax  payers  for  a return 
to  the  present  system. 

8.  It  goes  almost  without  saying  that  so  long  as 
the  Income  Tax  is  6s.  in  the  £,  or  more,  a proposal 
to  charge  Super-tax  on  net  income  without  diminish- 
ing the  Revenue  derived  from  the  tax  would  necessi- 
tate a drastic  revision  of  the  Super-tax  scale.  The  sub- 
stitution of  the  income  as  diminished  by  the  Income 
Tax  for  the  gross  income  as  the  unit  of  charge  would 
result  in  the  sacrifice  of  six-twentieths  (30  per  cent.) 
of  the  yield  of  the  tax,  if  the  rates  of  Super-tax 
remained  unaltered.  To  produce  the  same  yield  as 
at  present,  not  only  would  the  rates  have  to  be  raised 
by  six-fourteenths,  but  the  starting  point  of  the 
Super-tax  (£2,500  a year  with  the  first  £2,000 
franked)  would  have  to  be  lowered  to  £1,750  with 
£1,400  franked,  and  the  amount  of  income  on  which 
each  of  the  graduated  rates  is  charged  would  need 
to  bo  proportionately  reduced.  The  result  would  be 
that  over  a certain  range  of  income  two  scales  of 
rates  would  be  in  force,  one  (the  Income  Tax  scale) 
based  on  gross  income,  and  the  other  (the  Super-tax 
scale)  based  on  net  income.  For  instance,  a taxpayer 
whose  income  amounted  to  £3,000  (gross)  would  pay 
Income  Tax  on  an  income  of  £3,000  and  Super-tax 
on  an  income  of  £2,100;  a state  of  affairs  which  could 
only  be  puzzling  to  many  persons. 

The  statistical  confusion  which  would  be  liable  to 
arise  from  a double  definition  of  income,  one  (gross) 
for  the  purposes  of  the  ordinary  Income  Tax  and  the 
other  (net)  for  the  purposes  of  Super-tax  (e.g.,  in 
showing  the  virtual  rate  of  the  combined  Income  Tax 
and  Super-tax  chargeable  on  selected  incomes)  is 
obvious. 


Appendix  No.  57. 


MEMORANDUM  BY  THE  BOARD  OF  INLAND  REVENUE  REGARDING  THE  POWER  TO  REQUIRE 
A RETURN  FOR  SUPER-TAX  PURPOSES,  AND  THE  RECOVERY  OF  THE  TAX,  FROM  A 
WIFE  IN  CERTAIN  CASES. 


1.  The  income  of  a married  woman  living  with  her 
husband  is  deemed  for  the  purposes  of  Super-tax  to 
be  the  income  of  the  husband  who  is  normally  assess- 
able on  the  amount  of  the  combined  incomes  of  himself 
and  his  wife. 

2.  Under  section  8 of  the  Income  Tax  Act,  1913 ; as 
amended  by  section  26  of  the  Finance  Act,  1919, 
separate  assessments  may,  however,  be  made  in  respect 
of  the  incomes  of  the  husband  and  the  wife  respectively 
when  application  is  made  for  the  purpose  by  the 
husband  or  the  wife  within  the  prescribed  time  (i.e., 
except  in  the  first  year  of  marriage,  before  6th  July 
in  the  year  of  assessment). 

It  will  be  recalled  that  the  making  of  separate 
assessments  does  not  alter  the  rate  at  which  the  tax 
is  assessable. 

3.  Practical  difficulties  are  liable  to  occur  in  the 
assessment  and  recovery  of  tax  in  two  classes  of  cases, 
as  follows:  — 

(i)  cases  where  a husband  expresses  his  inability 
to  make  a correct  return  of  total  income 
owing  to  lack  of  knowledge  of  the  amount 
of  his  wife’s  income  and  the  absence  of 


power  to  compel  her  to  disclose  the  necessary 
information ; 

(ii)  cases  where  the  wife’s  income  being  consider- 
able in  amount  and  the  husband’s  relatively 
small,  the  latter  declares  that  he  is  not  in  a 
position  to  pay  the  amount  of  Super-tax 
demanded  on  the  combined  incomes. 

4.  Most  of  the  cases  falling  within  the  first  of  these 
two  classes  are  cases  in  which  an  application  for 
separate  assessment  is  made,  and  thus  no  difficulty  is 
usually  experienced.  In  several  instances,  however, 
cases  falling  into  the  second  class  have  caused  trouble 
owing  to  the  absence  of  such  an  application. 

5.  It  is  desirable  in  these  circumstances  that  the 
Special  Commissioners  should  have  power,  if  for  any 
reason  they  are  unable  to  obtain  from  the  husband  a 
satisfactory  return  of  the  wife’s  income,  to  require 
from  the  wife  a separate  return  of  her  income  and 
to  make  separate  assessments  upon  the  husband  and 
the  wife. 

6.  This  would  not  be  an  innovation  : it  would  be  a 
reinstatement  of  the  law  as  it  stood  from  1911  to  1914. 
The  law  was  altered  in  the  latter  year,  when  pro- 
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visions  were  introduced  for  the  first  time  upon  the 
same  general  question  as  affecting  both  Income  Tax 
and  Super-tax,  and  the  1914  legislation  (which  re- 
appears in  the  Income  Tax  Act,  1918)  has  been  found 
in  the  above-named  particular  less  convenient — 
so  fair  as  Super-tax  is  concerned — than  that 
which  preceded  it. 

7.  It  is  desirable  also  that,  where  the  husband  is 
unable  to  pay  tax  assessed  upon  him  in  respect  of 
his  wife’s  income,  the  Special  Commissioners  should 
be  able  to  recover  it  from  the  wife  upon  the  same 
principles  as  apply  where  an  application  for  separate 
assessment  is  made.  The  difficulty  caused  by  the 
absence  of  this  power  was  referred  to  by  Mr.  G.  F. 


Howe,  Presiding  Special  Commissioner,  in  his 
evidence  before  the  Royal  Commission  (question 
13,823). 

8.  It  may  be  added  that  a small  drafting  error  in 
sub-section  (2)  of  section  8 of  the  Income  Tax  Act, 
1918  (the  section  now  in  question),  calls  for  correction 
at  a suitable  opportunity.  In  that  sub-section  power 
to  call  for  certain  returns  in  cases  where  an  applica- 
tion is  made  for  separate  assessment  of  the  income 
of  husband  and  wife  for  purposes  of  Super-tax  is  given 
to  the  Board  of  Inland  Revenue.  As  the  Special 
Commissioners  are  the  authorities  by  whom  the  (Super- 
tax is  assessed,  the  power  should  strictly  have  been 
given  to  those  Commissioners. 


Appendix  No.  58. 


MEMORANDUM  PREPARED  BY  THE  BOARD  OF  INLAND  REVENUE  WITH  REFERENCE  TO 
LIABILITY  TO  SUPER-TAX  IN  RESPECT  OF  INCOME  FROM  SETTLED  FUNDS  ACCUMU- 
LATED FOR  THE  BENEFIT  OF  MINORS  OR  OTHER  PERSONS  WITH  CONTINGENT 
INTERESTS  IN  THE  ACCUMULATIONS  OF  SUCH  INCOME. 


1.  The  enactments  relating  to  Super-tax  as  they 
at  present  stand  do  not  extend  to  income  which  is 
being  accumulated  for  minors  with  contingent 
interest  in  such  accumulations  under  settlements. 
Where  funds  are  vested  in  trustees  on  trust  to 
accumulate  the  income  and  the  destination  of  such 
accumulated  income  is  uncertain,  until  the  happening 
of  a contingency  which  will  settle  to  whom  such 
accumulations  belong,  Super-tax  does  not  fall  upon 
the  accumulated  income  either  at  the  time  of  its 
accrual  or  afterwards  on  the  accumulations  passing 
into  the  possession  of  a beneficiary.  The  typical  case 
is  that  in  which  a testator  leaves  his  estate  in  the 
hands  of  trustees,  directing  that  the  income  of  the 
estate  is  to  be  accumulated  by  the  trustee  and  re- 
invested, that  only  so  much  as  is  necessary  for  educa- 
tion and  maintenance  of  an  infant  child  is  to  be  paid 
out  in  the  period  of  accumulation,  that  if  the  infant 
attains  the  age  of  21,  the  settled  funds  and  accumula- 
tions are  to  become  the  property  of  the  infant,  and 
that  should  he  die  before  attaining  that  age,  such 
funds  and  accumulations  are  to  pass  to  another 
quarter. 

2.  In  such  a case,  until  the  capital  is  finally  vested 
in  the  beneficiary,  neither  the  capital  nor  the  income 
derived  from  it  is  in  law  his : it  belongs  to  the 
trustees;  and  the  capital  or  the  income  cannot  even 
notionally  be  regarded  as  the  beneficiary’s  so  long  as 
the  specified  event  has  not  happened. 

When  vesting  takes  place,  the  beneficiary  becomes 
entitled  not  merely  to  the  future  income  arising  from 
the  settled  fund,  but  also  to  the  income  which  lias 
accumulated  while  his  interest  was  only  contingent. 
The  generally  accepted  view  as  regards  such  income 
is  that  it  passes  to  the  beneficiary  not  as  income,  but 
as  part  of  the  corpus  of  the  fund,  and  therefore  that 
it  cannot  be  treated  for  Super-tax  purposes  as  part 
of  the  income  of  the  beneficiary. 

3.  Experience  shows  that  the  amount  of  income 
which  has  been  immune  from  Super-tax  on  this 
ground  is  of  considerable  magnitude,  and  that 
revenue  is  being  lost  through  the  impossibility  of 
imposing  an  effective  charge. 

4.  At  a time  when  it  is  imperative  to  tap  all 
sources  of  revenue  which  can  be  profitably  drawn 
upon  without  injustice,  there  seems  much  to  be  said 


for  the  levy  of  a toll  upon  accumulations  which 
possess  some  of  the  features  of  a windfall  accruing 
to  the  fortunate  recipient.  This  consideration  was 
emphasized  by  the  enactment  of  section  14  of  the 
Finance  Act,  1917  (now  embodied  in  section  25  of 
the  Income  Tax  Act,  1918).  That  section  confers 
relief  from  the  ordinary  Income  Tax  in  the  case  of 
minors  with  contingent  interests  whose  incomes  are 
relatively  small  in  amount.  On  the  attainment  by 
the  minor  of  the  specified  age  at  which  the  capital 
funds  become  vested  in  him,  it  is  open  to  him  to 
make  a claim  to  repayment  of  Income  Tax  (which 
will  normally  have  been  deducted  at  the  full  standard 
rate)  for  the  whole  period  of  accumulation,  by 
reference  to  his  total  income  for  each  year,  including 
the  income  which  accumulated.  Under  this  provision 
a considerable  measure  of  relief  is  given  to  minors. 

5.  It  seems  both  logical  and  equitable  in  these 
circumstances  that  as  soon  as  the  contingent  interest 
of  a minor  in  the  income  of  a fund  has  become  a 
vested  interest,  the  question  of  his  liability  to  Super- 
tax should  be  reviewed  for  back  years  by  reference 
to  the  amount  of  his  total  income,  including  therein 
any  income  attributable  to  each  such  year  which  may 
have  accumulated  for  his  benefit. 

If  powers  were  taken  to  this  effect  the  law  as 
regards  Super-tax  would  be  brought  into  line  with 
the  law  as  affecting  Income  Tax  liability. 

6.  It  is  worth  notice  that  the  Income  Tax  section 
is  a relieving  section,  whereas  the  corresponding 
Super-tax  section  would  be  a charging  section,  and 
that  in  the  one  case  the  Revenue  already  holds  its 
tax  whereas  in  the  other  the  tax  could  only  be 
obtained  after  formal  assessment.  There  would  not, 
therefore,  be  the  same  incentive  either  to  the  trustees 
or  to  the  beneficiaries  to  preserve  all  the  evidenoe 
that  would  be  necessary  towards  an  accurate  charge, 
as  there  is  to  preserve  6uch  evidence  for  the  purpose 
of  establishing  a title  to  repayment. 

7.  Although  some  small  practical  difficulties  may 
arise  in  this  way,  the  suggested  solution  obviates 
other  greater  difficulties  which  would  arise  if  an 
attempt  were  made  to  levy  Super-tax  year  by  year 
either  from  the  trustees  or  from  the  minor  during 
the  period  of  minority.  It  is  suggested,  therefore, 
that  this  solution  should  be  adopted. 
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Appendix  No.  59. 


MEMORANDUM  PREPARED  BY  THE  BOARD  OF  INLAND  REVENUE  ON  THE  SUBJECT  OF 
INCOME  TAX  IN  RELATION  TO  INCOME  ARISING  FROM  COPYRIGHT. 


1.  The  Copyright  Act  of  1911  amended  and  con- 
solidated the  law  in  relation  to  copyright,  and 
enacted  that  Imperial  Copyright  might  subsist  in 
any  original  literary,  dramatic,  musical  or  artistic 
work.* 

There  is  also  provision  in  the  law  for  International 
Copyright,  where  there  is  reciprocity  of  treatment. 

2.  The  term  of  copyright  covers  the  lifetime  of  the 
author  and,  with  variations  in  certain  cases,  is 
divided  after  his  death  into  two  periods,  viz. : — 

(1)  25  years  of  unrestricted  copyright,  and 

(2)  25  years  of  restricted  copyright,  in  the  sense 

that  any  person  may  publish  the  work 
upon  payment  of  royalties. 

The  owner  of  the  copyright  may  assign  the  right 
wholly  or  partially  or  may  grant  any  interest  in  the 
right  by  licence. 

3.  The  Ritchie  Committee  of  1905  considered  the 
question  of  liability  to  tax  in  respect  of  income 
derived  from  copyright,  and  the  relevant  portion  of 
their  Report  is  quoted  in  the  Enclosure  to  this 
memorandum. 

4.  As  stated  in  that  Report,  payments  in  respect 
of  copyright  are  made  substantially  in  two  ways,  (a) 
by  luinp-sum  payments  and  ( b ) by  royalties.  It  may 
be  added  that  a bulk  advance  payment  on  account  of 
royalties  is  sometimes  made. 

5.  As  regards  (a)  lump-sum  payments,  the 
recipient’s  liability  to  tax— as  the  law  stands  at 
present— ordinarily  depends  on  whether  the  payment 
is  received  in  the  course  of  the  exercise  bj*  him  of  a 
trade,  profession  or  vocation,  and  this  question  in 
turn  depends  in  some  cases  on  whether  the  transac- 
tion is  an  isolated  one  or  one  of  a series. 

6.  As  regards  (5)  royalties,  the  question  of  liability 
to  Income  Tax  depends  upon  different  considerations. 
A copyright  is  personal  property,  and  while,  as 
already  stated,  the  question  of  Income  Tax  liability 
in  respect  of  lump-sum  payments  for  an  assignment 
of  the  right  may  be,  in  some  cases,  not  free  from 
doubt,  royalties  which  are  calculated  usually  on  the 
basis  of  the  relative  takings  of  the  producer  or 
publisher  of  the  copyrighted  work  and  cannot  be 
said  to  be  instalments  of  a definite  sale  price,  pro- 
vide “ annual  profits  or  gains  arising  or  accruing 

. from  ....  property,”  which  are 
liable  to  assessment  under  Schedule  D,  (a)  in  the 
hands  of  residents  in  the  United  Kingdom,  wherever 
the  property  is  situated,  and  ( b ) in  the  hands  of  non- 
residents, if  the  property  is  in  the  United  Kingdom. 
[Rule  1 of  Schedule  D,  First  Schedule,  Income  Tax 
Act,  1918.] 

7.  Any  appropriate  expenses  of  the  owner  of  the 
copyright  in  regard  to  the  work  are  allowable  in 
arriving  at  his  assessable  profits  therefrom,  whether 
received  by  way  of  lump-sum  payments  or  royalties. 

8.  Under  the  existing  provisions  of  the  Income 
Tax  Act,  copyright  royalties  are  paid  in  full  without 
deduction  of  Income  Tax,  and  the  payer  of  royalties 
on  copyright,  e.g.,  the  producer  of  a play  or  the 
publisher  of  a book,  can  claim  such  payments  as  a 
deduction  in  the  computation  of  his  liability  to 
Income  Tax. 

9.  While,  in  the  case  of  residents  in  this  country, 
the  liability  to  tax  in  respect  of  copyright  payments 
can  normally  be  traced  and  assessed  by  means  of  the 
usual  machinery  of  returns,  etc.,  in  the  case  of  a non- 

*  “ Literary  work  " includes  books,  letters,  articles,  translations, 
and  other  writings ; maps,  charts,  plans,  and  tables  ; collective 
works  and  compilations,  such  as  encyclopedias,  dictionaries,  year 
books,  newspapers,  reviews,  magazines,  advertisements,  cata- 
logues, &c. 

“Dramatic  work”  includes  any  cinematograph  production 
which  is  original  in  character,  and  in  the  case  of  a literary, 
dramatic,  or  musical  work,  copyright  includes  the  right  to  work 
any  record,  perforated  roll  or  cinematograph  film  by  means  of 
which  the  work  may  be  mechanically  performed  or  delivered. 

“Artistic  work”  covers  works  of  painting,  drawing,  sculpture 
and  artistic  craftsmanship,  architectural  works  of  art,  engravings 
and  photographs. 


resident  recipient  of  copyright  payments  the  tech- 
nical liability  to  tax  ( see  paragraph  6)  cannot  be 
enforced  unless  he  employs  a resident  agent,  in  which 
case  he  is  assessable  (in  the  name  of  the  agent)  under 
Rules  5 and  6,  General  Rules,  First  Schedule, 
Income  Tax  Act,  1918. 

Even  where  the  owner  of  the  copyright  temporarily 
resides  here,  e.g.,  whilst  his  play  is  being  produced, 
the  machinery  of  assessment  and  collection  usually 
operates  too  slowly  to  prevent  the  loss  of  the  tax. 

10.  The  virtual  immunity  from  tax  which  thus 
exists  in  cases  where  the  copyright  royalties  are  paid 
direct  to  the  non-resident  owner,  has  resulted  in  the 
adoption  on  an  increasing  scale  of  the  mode  of  direct 
payment,  with  consequent  loss  of  revenue,  and,  inci- 
dentally, the  gradual  elimination  of  the  resident 
agent. 

It  is  understood  that  the  direct  payment  of 
royalties  to  American  owners  of  copyright  in  plays 
produced  in  this  country  has  largely  increased  of 
late  years,  and  in  this  connection  it  may  be  observed 
that  under  United  States  Income  Tax  law  the  direct 
payment  of  royalties  does  not  provide  a means  of 
escape  from  taxation,  inasmuch  as  payers  of  royalties 
to  non-resident  aliens  are  required  to  deduct  tax  at 
a flat  rate. 

11.  The  Ritchie  Committee  of  1905  regarded  copy- 
rights as  analogous  to  patents,  which  they  were  also 
considering,  and,  in  the  case  of  patent  royalties, 
they  recommended  that  those  payments  should  lie 
included  in  the  assessable  profit  of  the  manufacturer 
using  the  patent  and  subjected  to  tax  by  deduction, 
which  method  “ besides  being  more  consistent  with 
the  general  principles  of  assessment  under  the  Income 
Tax  Acts,  would  have  the  special  advantage  of  secur- 
ing the  collection  of  the  tax  on  the  profits  derived 
from  the  working  of  patents  in  the  United  King- 
dom, but  payable  to  patentees  who  reside  abroad 
and  have  no  agent  resident  in  this  country.”  This 
recommendation  was  carried  into  effect  by  section  25 
of  the  Finance  Act,  1907,  which  is  now  reproduced 
in  Rule  3 (m)  of  the  Rules  applicable  to  Cases  I and 
II,  Schedule  D,  and  Rules  19  (2)  and  21  of  the 
General  Rules,  First  Schedule,  Income  Tax  Act, 
1918. 

12.  In  view  of  the  practical  immunity  from  taxa- 
tion which,  as  explained  above,  the  non-resident 
recipient  of  copyright  royalties  arising  in  this 
country  now  enjoys  at  the  expense  of  other  tax- 
payers (and  in  spite  of  existing  technical  liability), 
it  is  suggested  that  it  is  a matter  for  the  Royal  Com- 
mission to  consider  whether  legal  provision,  on  the 
lines  of  that  introduced  in  1907  in  relation  to  patent 
royalties,  should  not  be  made  for  the  deduction  of 
Income  Tax  from  payments  of  copyright  royalties. 

13.  The  application  of  the  principle  of  taxation  at 
the  source  provides,  in  the  opinion  of  the  Board  of 
Inland  Revenue,  the  only  possible  method  for  the 
effectual  taxation  of  copyright  royalties  paid  to  non- 
residents. 

14.  In  any  consideration  of  a proposal  to  extend 
generally  the  principle  of  taxation  at  the  source  to 
copyright  royalties,  it  is,  of  course,  necessary  to  con- 
sider the  effect  of  this  action  upon  the  resident  owner 
of  copyright.  The  resident  owner,  equally  with  the 
non-resident  owner,  would  receive  his  royalties,  less 
tax  at  the  standard  rate,  and  as,  in  many  cases,  the 
resident  owner  might  be  chargeable  at  a lower  rate 
of  tax  applicable  to  earned  income  and  might  also 
be  entitled  to  a deduction  for  expenses,  he  would 
find  it  necessary  to  claim  an  adjustment  probably  by 
way  of  repayment  of  tax. 

15.  In  this  respect,  the  position  of  the  owner  of 
copyright  would  in  no  way  differ  from  the  present 
position  of  the  owner  of  a patent  who,  under  the 
existing  law,  receives  his  royalties  under  deduction 
of  tax  at  the  standard  rate  ( see  paragraph  11),  and 
although  the  Board  of  Inland  Revenue  have  no  wish 
to  add  to  the  number  of  repayments  by  the  inclusion 
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in  the  ranks  of  claimants  of  a certain  number  of 
resident  owners  of  copyright,  if  this  could  be  avoided, 
they  consider  that  if — with  a view  to  the  effectual 
taxation  of  the  royalties  of  non-resident  owners  of 
copyright — it  is  decided  to  require  the  deduction  of 
tax  from  copyright  royalties,  this  deduction  must, 
subject  to  the  observations  in  paragraph  16  below,  be 
automatic,  as,  in  the  Board’s  view,  it  would  not  be 
reasonable  to  place  the  payer  in  a position  in  which, 
qua  agent  of  the  Revenue,  he  would  be  called  upon 
to  exercise  discrimination  and  decide  whether  the 
recipient  was  resident  or  non-resident. 

16.  It  is  possible  that  the  Royal  Commission, 
whilst  favouring  the  extension  of  the  principle  of 


deduction  at  the  source  to  non-reeident  owners  of 
copyright,  may  take  the  view  that  the  resident 
owner  of  copyright  should  receive  his  royalties  with- 
out deduction  of  tax.  In  that  event,  it  is  suggested 
that  the  royalties  should  only  be  paid  in  full  on  con- 
dition that  the  payer  of  the  royalties  has  agreed 
with  the  local  Surveyor  of  Taxes  as  to  the  cases  in 
which  payment  of  royalties  is  to  be  made  without 
deduction  of  tax,  and  has  arranged  to  furnish  the 
Surveyor  with  a complete  list  of  such  payments. 
The  proposed  extension  of  the  principle  of  deduction 
of  tax  at  the  source  to  copyright  royalties  must,  it 
is  suggested,  be  universal  in  all  other  cases,  if  it  is 
to  be  workable. 
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44.  The  profits  that  an  author  derives  from  the 
publication  of  his  work  may  be  received  by  him  in 
more  ways  than  one.  But  the  more  usual  forms  are 
two,  viz.,  (a)  a royalty  on  copies  as  sold,  ( b ) a lump 
sum  paid  to  him  by  the  publisher  for  the  purchase 
outright  of  his  entire  interest  in  the  work. 

45.  Under  the  first  plan,  no  question  can  arise  as 
regards  the  proper  method  of  charging  Income  Tax. 
The  receipts  in  each  year  constitute  profits  and 
gains  for  the  year,  and  fall  to  be  assessed  in 
accordance  with  the  rules  of  Schedule  D. 

46.  Under  the  second,  or  lump-sum  alternative, 
there  is  room  for  question  whether,  when  the  purchase 
is  made  in  respect  of  works  of  a permanent  character, 
the  payment  is  not  of  the  nature  of  capital  rather 
than  of  income.  For,  in  that  case,  it  represents 
the  estimated  present  value  of  a future  income. 
There  is  much  to  be  said  for  this  view,  which,  in 
fact,  is  in  accordance  with  the  principle  adopted  in 
dealing  with  all  other  transactions  of  a similar 
character.  But  in  practice  it  has  become  the  well- 
established  rule  to  treat  such  payments  for  copyright 
as  income  to  the  author,  and  to  assess  them  in 
acirrdance  with  the  rules  of  Schedule  D. 

47.  On  the  side  of  the  publisher  the  course  pur- 
sued is  as  follows : — Payments  to  authors  in  the 
form  of  royalty  on  copies  sold,  and  single  payments 
for  copyright  of  ephemeral  productions,  such  as 
magazine  articles  and  pamphlets,  are  treated  as  an 
outgoing  to  be  deducted  from  gross  receipts  before 
striking  the  balance  of  profit  for  the  year.  But 
lump-sum  payments  for  copyright  of  works  of  per- 


manent character  are  charged  to  capital  account, 
and  the  copyright  treated  as  stock-in-trade,  of  which 
a valuation  must  be  made  at  the  beginning  and  end 
of  each  year  before  arriving  at  the  balance  of  profit 
for  the  year. 

48.  Thus,  both  on  the  side  of  the  author  and  on 
the  side  of  the  publisher,  the  treatment  of  lump-sum 
payments  for  the  copyright  of  permanent  works  in 
respect  of  assessments  to  Income  Tax  is  exceptional. 
But  it  must  be  remembered,  as  regards  the  author, 
that  large  payments  for  copyright  are  earned  only 
by  those  who  make  literature  their  profession,  either 
in  whole  or  in  large  part,  and  the  money  so  earned 
is  clearly  in  the  nature  of  income  derived  from  a 
profession,  even  though  it  is  received  at  irregular 
intervals  and  in  varying  amounts. 

49.  Turning  to  the  side  of  the  publisher,  it  would 
clearly  result  in  a double  assessment  of  duty,  if, 
after  charging  the  author  Income  Tax  on  the  lump 
sum  received  by  him  for  his  copyright,  the  Revenue 
were  to  tax  the  full  future  profits  from  publication 
in  the  hands  of  the  publisher.  It  accordingly  becomes 
necessary  to  make  an  adjustment  ou  this  account, 
and  this  is  done  in  the  manner  described  above. 

50.  For  these  reasons,  we  do  not  consider  that  any 
change  is  called  for  in  the  existing  practice,  which 
appears  to  result  in  doing  substantial  justice  in  a 
region  of  business  of  a somewhat  special  character, 
to  which  the  ordinary  rules  and  practice  of  trades 
and  professions  cannot  be  applied  without  more  or 
less  of  adaptation. 


Appendix  No.  60. 

MEMORANDUM  BY  THE  BOARD  OF  INLAND  REVENUE  ON  THE  SUBJECT  OF  DOUBLE  INCOME 
TAX  ELSEWHERE  THAN  WITHIN  THE  BRITISH  EMPIRE. 


1.  Official  evidence  on  the  subject  of  Double  Income 
Tax  within  the  British  Empire  has  already  been  pre- 
sented to  the  Royal  Commission.  The  complete  ex- 
amination of  this  question  in  relation  to  foreign 
countries  would  necessitate  the  traversing  of  a good 
deal  of  the  grouhd  covered  by  the  previous  evidence, 
and  reference  is  accordingly  made  to  that  evidence 
so  far  as  it  is  relevant.  The  question  in  its  relation 
to  countries  outside  the  British  Empire,  however,  also 
involves  certain  additional  considerations  which  can 
appropriately  be  dealt  with  separately. 

2.  The  official  case  for  relief  within  the  British 
Empire  was  rested  upon  the  assumption  that  there 
was  a hardship  in  having  to  make  two  contributions 
to  Income  Tax  for  purposes  which  can  be  conceived  as 
in  some  measure  a single  purpose,  viz.,  the  purposes 
of  the  British  Empire. 

As  regards  foreign  countries,  however,  it  is  neces- 
sary to  have  regard  to  any  other  reasons  for  granting 
relief  that  may  be  found  to  exist,  for  if  the  case  for 
relief  were  to  be  based  only  on  the  grounds  considered 
sufficient  vis-a-vis  the  Dominions,  there  would  clearly 
be  no  grounds  for  relief  as  regards  the  taxes  of 


countries  not  within  the  British  Empire,  there  being 
in  such  case  no  double  contribution  to  the  same  single 
purpose 

3.  It  is,  of  course,  arguable  that  the  existence  of 
double  taxation  may  give  rise  to  hardship  of  a different 
kind  from  that  of  double  contribution  for  a single 
purpose — for  instance,  it  might  be  said  that  the  case 
of  X who  lives  in  the  United  Kingdom  but  derives 
his  income  from  America  is  a hard  case,  because  he 
has  to  pay  considerably  more  Income  Tax  than  Y 
who  has  an  income  precisely  the  same  in  amount 
which  is  derived  from  this  country,  and  which  there- 
fore pays  only  one  tax  whilst  X pays  two  taxes. 
Before  admitting  that  facts  of  this  character  give 
rise  to  hardship,  however,  it  would  be  necessary  to 
enter  upon  an  elaborate  inquiry  as  to  the  circum- 
stances of  X — for  instance,  the  cause  of  his  living 
elsewhere  than  in  the  country  whence  his  income  is 
derived  and  the  desirability  of  encouraging  him  to 
continue  to  do  so;  the  net  yield  derived  by  him  from 
his  capital  after  payment  of  all  taxation,  both  abso- 
lutely and  also  relatively  to  the  net  yield  derived 
by  resident  investors  from  capital  in  this  country,  &c. 
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4.  It  is  only  natural  that  persons  in  this  country 
who  derive  their  incomes  from  abroad  and  also  persons 
whose  business  is  that  of  handling  foreign  capital, 
and  the  agents  of  such  persons,  should  take  the  view 
that  there  is  a hardship  in  respect  of  which  relief 
should  be  given.  It  would,  of  course,  be  to  their 
interest  that  such  relief  should  be  granted,  but  it  is 
suggested  that  it  is  a matter  for  consideration  whether 
and  how  far  the  general  interests  of  this  country, 
as  distinguished  from  the  particular  interests  of  indi- 
vidual traders  and  others  (who,  even  if  suffering  from 
some  measure  of  individual  “ hardship  ” when  Income 
Tax  is  considered  by  itself,  may  yet  be  in  a very 
advantageous  position  when  all  the  circumstances  are 
taken  into  account),  would  be  served  by  a measure 
conferring  world-wide  relief  from  Double  Income  Tax. 
The  passing  of  a general  measure  of  relief  would  neces- 
sarily involve  the  giving  up  of  considerable  amounts 
of  the  national  revenue,  and  it  is  suggested  that  in 
present  circumstances  this  revenue  ought  not  to  be 
sacrificed  unless  as  a matter  of  policy  the  country 
sees  its  way  to  an  equivalent  national  advantage. 

5.  It  is  worthy  of  note  that  a number  of  cases  of 
alleged  hardship  of  which  complaint  is  made  may 
disappear  or  at  least  be  substantially  alleviated  if,  as 
the  result  of  any  recommendations  which  the  Royal 
Commission  may  make  on  the  subject,  the  doctrine  of 
company  control  as  affecting  liability  to  United  King- 
dom Income  Tax  should  be  materially  modified.  Offi- 
cial evidence  on  this  subject  has  recently  been  given. 
It  is  suggested  that  it  is  a matter  of  some  importance 
to  keep  always  clear  the  distinction  between  any  taxa- 
tion which  may  be  due  primarily  to  this  doctrine  (even 
though  the  result  to  which  it  leads  may  be  double 
taxation)  from  any  double  taxation  that  exists  inde- 
pendently of  the  effect  of  any  such  doctrine. 

6.  Amongst  the  considerations  which  it  is  suggested 
are  relevant  in  connection  with  the  question  of  intro- 
ducing a world-wide  scheme  of  relief  from  Double 
Income  Tax  are:  — 


(а)  the  extent  of  any  desire  to  encourage  the 

investment  of  British  capital  in  the  foreign 
countries  concerned  and  vice  versa; 

(б)  the  weight  of  taxation  in  such  countries  and 

how  far  such  taxation  may  have  been  taken 
into  account  by  individual  traders  when 
deciding  whether  to  invest  their  capital ; 

(c)  the  extent  of  arrangements  for  reciprocal 

reliefs  which  are,  or  might  be  granted  in 
such  countries; 

(d)  whether,  even  if  a charge  for  “double  ser- 

vices” should  be  regarded  as  inadmissible 
within  the  British  Empire,  there  might 
not  be  substantial  grounds  for  retaining 
such  a charge  as  regards  foreign  countries. 


/.  Ihe  question  how  far  it  is  desirable  to  encourage 
the  flow  of  British  capital  or  of  foreign  capital  in 
particular  directions  is  one  of  broad  national  policy. 
It  leads  to  the  further  question  whether  if  any  such 
encouragement  is  given  it  should  be  given  as  regards 
all  foreign  countries  or  some  only,  and,  if  in  relation 
to  some  countries  only,  in  favour  of  which  countries 
the  discrimination  should  be  made.  The  Board 
assume  that  the  Royal  Commission  do  not  wish  them 
to  express  an  opinion  upon  these  questions,  and  they 
mention  them  merely  in  order  that  they  may  not  be 
thought  to  have  been  overlooked.  It  is  possible  that 
circumstances  might  arise  in  which  it  would  be  found 
expedient  to  confer  relief  from  double  income  taxa- 
tion merely  in  order  to  guide  the  flow  of  capital  into 
particular  channels. 

S.  The  weight  of  income  taxation  in  foreign 
countries,  it  is  suggested,  is  also  a matter  for  con- 
sideration, and  in  conjunction  with  it,  the  net  yield 
to  he  derived  from  trading  or  investment  in  such 
countries  For  it  is  conceivable  that  the  attractions 
of  a particular  country  as  a field  for  the  outlay  of 
capita,!  by  non-residents  might  be  so  great  as  easily 
to  outweigh  the  drawbacks  due  to  the  existence  of 
high  taxation  both  in  that  country  and  in  the  country 
to  which  the  investor  belongs.  Moreover,  it  is  well 


knowui  that  the  rates  of  income  taxation  in  force  in 
different  foreign  countries  vary  greatly. 

9.  An  regards  reciprocity,  there  are  circumstances 
in  which  it  might  become  expedient  to  grant  relief 
from  double  income  taxation  in  relation  to  a parti- 
cular country  simply  in  order  to  obtain  favourable 
treatment  from,  or  to  avoid  retaliatory  measures  by 
the  Government  of  that  country  in  connection  with 
its  own  Income  Tax  or  other  fiscal  legislation. 

10.  The  case  for  a charge  for  “ double  services,” 
it  is  suggested,  is  stronger  in  connection  with  relief 
from  Double  Income  Tax  vis-d-vis  foreign  countries 
than  it  is  as  regards  income  taxed  in  a Dominion. 
For  in  the  latter  case  there  may  be  said  to  be  contri- 
bution to  a single  purpose  (see  paragraph  2);  in  the 
former  this  circumstance  does  not  exist. 


Aj..  riuiu  hue  loregoing  considerations  it  is  sug- 
gested that  it  by  no  means  follows  that  the  concession 
of  relief  from  Double  Income  Tax  within  the  British 
Empire  involves  a like  concession  as  regards  foreign 
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countries.  So  far  as  the  Board  of  Inland  Revenue  are 
aware  no  considerable  demand  has  arisen-  for  a world- 
wide system  of  relief.  It  is  true  that  in  a limited 
number  of  cases  complaints  of  hardship  have  been 
made  and  requests  for  redress  put  forward,  but  it 
w'ould  probably  be  correct  to  say  that  there  is  at 
present  little  general  sentiment  in  favour  of  relief 
outside  the  limits  of  the  Empire.  Moreover,  in  cer- 
tain cases  which  have  come  before  the  Royal  Commis- 
sion it  is  suggested  that  either  there  is  a remedy  in 
the  complainant’s  own  hands,  if  he  chooses  to  use  it, 
or  the  alleged  hardship  is  due  primarily  to  the  doc- 
trine of  control  ” or  to  the  difficulties  inherent  in 
the  just  taxation  of  non-resident  persons  trading  in 
the  United  Kingdom  and  competing  in  business  with 
resident  traders.  A case  in  point  is  that  of  the 
group  of  businesses  in  which  Sir  William  Vestey  is 
interested  ( vide  the  evidence  given  by  him  on  31st 
July,  1919,  questions  9424  et  seq.). 

12.  For  these  reasons  the  Board  do  not  consider 
that  a world-wide  measure  of  relief  from  double  taxa- 
tion is  called  for,  although  they  agree  that  circum- 
stances might  arise  in  which  such  relief  might  be 
considered  justified  on  grounds  of  general  policy,  as 
part  of  mutually  advantageous  reciprocal  arrange- 
ments, or  otherwise.  If  such  a measure  of  relief 
should  at  any  time  be  contemplated  the  general  criti- 
cisms of  existing  proposals  for  granting  relief  that 
have  been  put  forward  in  the  official  evidence  on 
Double  Income  Tax  within  the  British  Empire  (ques- 
tions 6297  to  6482)  would  of  course,  broadly  speaking, 
be  applicable  to  the  wider  question  now  under  con- 
siders, tion.  The  constructive  suggestions  made  by  the 
Hoard  for  granting  relief  within  the  Empire  (modified 
according  to  circumstances)  might  prove  workable  in 
the  wider  sphere,  but  the  difficulty  of  the  practical 
proUems  presented  would  be  greatly  magnified 

13  This  is  due  not  only  to  the  fact  that  many  of 
tiie  Dominion  systems  of  Income  Tax  owe  at  least  a 
portion  of  their  outlines  to  the  pre-existing  model 
of  the  Income  Tax  code  of  this  country,  whilst  foreign 
systems  diverge  from  the  United  Kingdom  system  in 
a very  much  greater  degree,  but  also  to  the  obstacles 
that  would  be  likely  to  arise  through  differences  of 
language  and  lack  of  facilities  for  easy  and  frequent 
communication  with  many  foreign  countries. 

14  If  the  Royal  Commission  should  come  to  the 
conclusion  that  relief  from  double  income  taxation 
ought  to  be  given  in  respect  of  income  taxed  elsewhere 
than  within  the  British  Empire,  the  Board  assume 
that  the  degree  of  relief  which  would  be  recommended 
would  in  any  case  not  exceed  the  relief  to  be  given 
m respect  of  income  subjected  to  Double  Income  Tax 
within  the  Empire.  It  may  be  taken  that  the  cost  of 
the  relief  in  respect  of  countries  outside  the  British 
Empire  would  be  somewhat  less  than  half  the  cost  of 
corresponding  relief  within  the  Empire. 

15.  It  may  be  noted  in  conclusion  that  the  interest 
on  certain  British  Government  War  Securities  is 
exempt  from  Income  Tax  so  long  as  the  securities  are 
owned  by  a non-resident.  In  this  way  a person  living 
abroad  can  invest  in  British  securities  without  incur- 
ring liability  to  United  Kingdom  Income  Tax. 
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MEMORANDUM  BY  THE  BOARD  OF  INLAND  REVENUE  ON  THE  SUBJECT  OF  THRIFT 
SOCIETIES  AND  THE  INCOME  TAX. 


1.  A Thrift  Society  or  club,  as  dealt  with  in  the 
following  paragraphs,  is  an  organisation  in  which  each 
member  takes  up  one  or  more  shares  to  be  subscribed 
for  by  instalments,  the  capital  money  so  raised  being 
employed  primarily  for  the  purpose  of  granting  loans 
to  members  of  the  society  at  a low  rate  of  interest, 
coupled  with  other  advantages,  e.g.,  cheap  law  and 
survey  costs  in  connection  with  the  purchase  by  a 
member  of  his  own  home.  Since  the  war,  certain  of 
these  societies  have  invested  a portion  of  their  money 
in  Government  securities. 

2.  There  is  a considerable  number  of  these  societies 
or  clubs,  and  they  may  be  described  as  mutual  loan 
societies.  Mr.  H.  A.  Godson  Bohn,  Hon.  Treasurer 
of  the  Kensington  Self-Help  Society,  in  the  course  of 
his  evidence  before  the  Royal  Commission  described  a 
society  of  this  kind  as  “ a poor  man’s  bank  ” (question 
2199). 

3.  The  profit  derived  by  a society  on  its  invest- 
ments, either  in  loans  to  members  or  in  War  Stock, 
is  paid  or  credited  annually  to  the  members  after 
provision  is  made  for  a reserve.  The  amounts 
reserved  are  usually  trifling. 

4.  The  working  of  a typical  society  is  described  in 
the  evidence  of  Mr.  H.  A.  Godson  Bohn  (questions 
2170-2327),  from  which  it  will  be  seen  that  a large 
proportion  of  the  members  of  a society  of  this  nature 
is  drawn  from  the  working  classes,  among  whom  the 
society  endeavours  to  encourage  thrift  and  providence. 

5.  Many  of  the  societies  are  registered  under  the 
Friendly  Societies  Act,  1896,  as  “specially  authorized 
societies  ” ( see  section  8 (5)  of  the  Act),*  but  they  do 


* Section  8 of  the  Friendly  Societies  Act,  1896,  runs  as 
>llows : — 

Registry  of  Societies. 

8.  The  following  Societies  may  be  registered  under  this 
Act : — 

(1)  Societies  (in  this  Act  called  friendly  societies)  for  the 
purpose  of  providing  by  voluntary  subscriptions  of 
the  members  thereof,  with  or  without  the  aid  of 
donations,  for — 

(a)  the  relief  or  maintenance  of  the  members,  their 
husbands,  wives,  children,  fathers,  mothers, 
brothers,  or  sisters,  nephews  or  nieces,  or  wards 
being  orphans,  during  sickness  or  other  infirmity, 
whether  bodily  or  mental,  in  old  age  (which 
shall  mean  any  age  after  fifty)  or  in  widowhood, 
or  for  the  relief  or  maintenance  of  the  orphan 
children  of  members  during  minority  ; or 

(b)  insuring  money  to  be  paid  on  the  birth  of  a 
member’s  child,  or  on  the  death  of  a member,  or 
for  the  funeral  expenses  of  the  husband,  wife  or 
child  of  a member,  or  of  the  widow  of  a deceased 
member,  or,  as  respects  persons  of  the  Jewish 
persuasion,  for  the  payment  of  a sum  of  money 
during  the  period  of  confined  mourning ; or 

(c)  the  relief  or  maintenance  of  the  members  when 
on  travel  in  search  of  employment,  or  when  in 
distressed  circumstances,  or  in  case  of  shipwreck 
or  loss  or  damage  of  or  to  boats  or  nets  ; or 

(d)  the  endowment  of  members  or  nominees  of 
members  at  any  age ; or 

(e)  the  insurance  against  fire,  to  any  amount  not 
exceeding  fifteen  pounds,  of  the  tools  or  imple- 
ments  of  the  trade  or  calling  of  the  members. 

Provided  that  a friendly  society  which  contracts  with 
any  person  for  the  assurance  of  an  annuity  exceeding 
fifty  pounds  per  annum,  or  of  a gross  sum  exceeding 
two  hundred  pounds,  shall  not  be  registered  under  this 
Act: 

(2) 'Societies  (in  this  Act  called  cattle  insurance  societies) 

for  the  purpose  of  insurance  to  any  amount  against 
loss  of  neat  cattle,  sheep,  lambs,  swine,  horses,  and 
other  animals  by  death  from  disease  or  otherwise : 

(3)  Societies  (in  this  Act  called  benevolent  societies)  for 
any  benevolent  or  charitable  purpose  : 

(4)  Societies  (in  this  Act  called  working-men’s  clubs)  for 
purposes  of  social  intercourse,  mutual  helpfulness, 
mental  and  moral  improvement,  and  rational  re- 
creation : 

(5)  Societies  (in  this  Act  called  specially  authorised 
societies)  for  any  purpose  which  the  Treasury  may 


not  thereby  become  entitled  to  the  relief  from  Income 
Tax  which  is  given  by  section  39  of  the  Income  Tax 
Act,  1918,  to  “ registered  Friendly  Societies  ” comply- 
ing with  the  prescribed  conditions.  The  essential 
difference  between  Friendly  Societies  and  Thrift 
Societies  is  that  Friendly  Societies  are  for  the  purpose 
of  providing  insurance  against  certain  contingencies, 
death,  old  age,  sickness,  See.,  while  Thrift  Societies 
are  for  the  purpose  of  saving  or  investment  (the 
member’s  money  in  the  society  being  capable  of  being 
withdrawn  at  any  time,  if  he  so  wishes),  and  are  some- 
what akin  to  savings  banks.  They  differ  from  savings 
banks,  in  that  the  member  of  a Thrift  Society  is 
entitled  to  a share  of  profits  instead  of  a fixed  rate 
of  interest. 

6.  In  law,  therefore,  the  Thrift  Society  is  not 
entitled  to  relief  from  Income  Tax  in  respect  of  the 
income  which  it  receives  under  deduction  of  tax  and 
is  liable  to  be  assessed  under  Schedule  D on  any 
interest  received  without  deduction  of  tax,  e.g.,  in- 
terest on  5 per  cent.  War  Loan. 

7.  In  practice,  however,  the  Board  of  Inland 
Revenue  have  had  regard  to  the  financial  position  of 
the  members  of  the  societies  and  to  the  fact  that 
scarcely  any  members  are  in  possession  of  incomes 
exceeding  £500  a year,  and  in  order  to  avoid  the  neces- 
sity of  claims  for  relief  or  repayment  by  individual 
members,  the  societies  are  for  Income  Tax  purposes 
treated  in  the  following  manner. 

8.  Any  direct  assessment  upon  a society  under 
Schedule  D in  respect  of  untaxed  income  is  restricted 
to  the  proportion  of  the  profits  paid  or  credited  to 
members  liable  to  Income  Tax,  less  a deduction  for 
the  contributions  in  aid  of  the  society’s  management 
expenses  borne  by  the  liable  members,  the  tax  under 
the  assessment  being  charged  at  the  lowest  rate  applic- 
able to  unearned  income,  i.e.,  where  the  total  income 
does  not  exceed  £500.  A member’s  income  from  the 
society  is  thus  treated  as  being  the  amount  of  profits 
paid  or  credited  to  him,  less  his  contribution  for 
management  expenses. 

9.  Moreover,  where  a society  is  in  receipt  of  income 
paid  under  deduction  of  Income  Tax,  the  Board  of 
Inland  Revenue  take  into  account  the  fact  that  such 
income  is  taxed  at  the  standard  rate,  and  if  the 
amount  of  tax  suffered  by  deduction  exceeds  the 
amount  of  the  tax  due  in  respect  of  the  profit  paid 
or  credited  to  liable  members,  computed  in  the 
manner  described  in  paragraph  8 above,  the  amount 
of  the  difference  is  repaid  to  the  society. 

10.  It  will  be  seen  that  this  method  of  dealing  with 
the  liability  of  the  Thrift  Society  operates  in  fact 
so  as  to  restrict  the  charge  of  tax  to  the  case  of 
liable  members,  who  are  charged  at  the  lowest  un- 
earned rate  on  the  income  derived  from  their  savings 
in  the  society,  and  it  is  submitted  that  in  these 
circumstances  any  practical  hardship  which  might 
have  arisen  under  a strict  application  of  the  law, 
has  been  avoided,  and  that  no  equitable  reason  exists 
for  admitting  Mr.  Godson  Bohn’s  contention  that  a 
Thrift  Society  should  as  a society  be  entitled  to  claim 
exemption  from  Income  Tax.  Mr.  Godson  Bohn  seems 
in  effect  to  be  asking  that  the  State  should  subsidize 
the  activities  of  the  society,  without  regard  to  the 
fact  that  a proportion  of  its  members  may  be  liable 
to  Income  Tax,  and  therefore  properly  chargeable  in 
respect  of  the  income  derived  from  their  savings  in 
the  society. 


authorise  as  a purpose  to  which  the  provisions  of  this 
Act  or  such  of  them  as  are  specified  in  the  authority 
ought  to  be  extended.  ’ 

Provided  that  where  any  provisions  of  this  Act  are  so 
specified,  those  provisions  only  shall  be  so  extended. 
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ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


Appendix  No.  02. 


MEMORANDUM  BY  THE  BOARD  OF  INLAND  REVENUE  ON  CERTAIN  MATTERS  RELATING 
TO  THE  INCOME  TAX  IN  REGARD  TO  WHICH  THE  PROCEDURE  IN  SCOTLAND  PRESENTS 
SPECIAL  FEATURES. 


Areas  of  Administration,  Assessors  rind  Collectors. 

1.  The  position  in  Scotland  as  regards  Areas  of  Ad- 
ministration, Assessors  and  Collectors  has  already 
been  dealt  with  by  Mr.  Binns  in  his  proofs  of  evidence 
on  these  subjects.  [See  Q.  23,033  to  23,224.] 

Assessment  under  Schedules  .4  and  B. 

2.  It  has  already  been  stated  by  Mr.  Binns  in  his 
evidence-in-chief  on  Collectors  that  over  the  greater 
part  of  Scotland  the  Collectors  of  Customs  and  Ex- 
cise collect  the  Income  Tax  charged  under  Schedules 
A and  B (as  well  as  under  other  Schedules).  The 
area  covered  by  a single  Collector  may  embrace  two 
or  more  whole  counties. 

3.  Whereas  in  England  the  assessments  under 
Schedules  A and  B are  made  only  at  intervals  of  five 
or  more  years,  and  as  regards  the  names  and  ad- 
dresses of  occupiers  and  owners  are  apt  to  become 
out-of-date,  in  Scotland  the  annual  compilation 
[under  the  provisions  of  the  Lands  Valuation  (Scot- 
land) Act,  1854]  of  a valuation  roll  showing  the 
yearly  rent  or  value  of  all  lands  and  heritages  makes 
it  possible  for  the  Schedule  A and  B assessment  books 
to  be  kept  up-to-date  in  all  particulars. 

4.  The  valuation  roll,  which  is  made  up  every  year 
in  Scotland,  is  the  basis  for  all  local  rates  and  con- 
tains the  names  of  all  tenants  and  occupiers  as  well 
as  of  owners  (who  in  Scotland  pay  a portion  of  the 
local  rates)  with  the  current  rental  values  of  the 
various  lands  and  heritages.  The  entries  in  the  roll 
are  subject  to  appeal  or  objection  to  the  Valuation 
Committee  of  the  County  or  the  Magistrates  of  the 
Burgh,  as  the  case  may  be,  with  the  right  of  a further 
appeal  to  the  Court  of  Session  in  Edinburgh. 

5.  As  Mr.  Binns  has  explained  in  his  proof  of  evi- 
dence on  Assessors  the  valuation  roll  is  conclusive 
both  for  local  rates  and  Imperial  Taxes  where  the 
Surveyor  of  Taxes  holds  the  office  of  Lands  Valuation 
Assessor.  Where  the  Surveyor  is  not  Assessor  the 
roll  is  not  conclusive  for  the  purpose  of  Income  Tax 
(or  Inhabited  House  Duty),  but  save  in  rare  cases  it 
is  not  found  necessary  for  any  exception  to  be  taken 
on  the  part  of  the  Revenue  to  the  annual  values 
appearing  in  the  valuation  roll. 

6.  As  already  stated,  the  annual  compilation  of  the 
valuation  roll  makes  it  possible  to  bring  the  assess- 
ments under  Schedules  A and  B (and  the  Inhabited 
House  Duty  assessments)  up  to  date  in  every  detail 
each  year,  and  this  is  not  only  of  considerable  help  in 
the  collection  of  the  tax,  but  is  also  of  great  use  in 
connection  with  the  issue  to  the  public  of  forms  of 
return  for  Schedule  D purposes. 

7.  There  is  no  direct  legal  sanction  for  the  annual 
correction  of  the  Schedule  A and  B assessments,  but 
this  practice  enjoys  universal  approval  and  it  is  sug- 
gested for  the  consideration  of  the  Royal  Commission 
that  steps  might  well  be  taken  to  legalize  a practice 
which  has  for  many  years  worked  well  and  com- 
manded general  acceptance. 

Payment  of  local  rates  by  owners  of  property . 

8.  The  payment  of  rates  imposed  by  law  on  owners 
uf  property  in  Scotland  was  the  subject  of  legislative 
provision  in  1855  when  by  section  1 of  the  Taxes  Act, 


1856  (reproduced  in  Rule  4 of  No.  V of  Schedule  A, 
Income  Tax  Act,  1918)  it  was  enacted  that  where  a 
landlord  in  Scotland  is  by  law  charged  with  any  public 
rates,  taxes  or  assessments  which  in  England  are  by 
law  charged  on  the  occupier,  or  where  such  land- 
lord is  by  law  charged  with  any  public  rates  or  taxes 
or  other  public  burdens  the  like  whereof  are- not 
chargeable  on  lands  in  England,  the  Board  of  Inland 
Revenue  shall  cause  such  relief  to  be  given  to  land- 
lords in  Scotland  in  respect  of  such  rates,  &c.,  as  is 
just  and  reasonable  having  regard  to  the  additional 
burden  which  he  bears.  The  relief  is  given  either  by 
abatement  from  the  assessments  or  by  repayment  of 
tax. 

Ministers’  stipends. 

9.  The  manner  in  which  ministers  of  the  Church  of 
Scotland  pay  Income  Tax  on  their  stipends  which 
arise  from  teinds  (or  tithes)  raises  a comparatively 
small  matter,  though  one  which  as  affecting  the 
majority  of  parishes  in  Scotland  should,  it  is  thought, 
be  brought  to  the  notice  of  the  Royal  Commission. 

10.  The  above-mentioned  stipends  are  paid  by  the 
heritors  of  the  parish  out  of  the  teind  which  forms 
a charge  on  their  lands,  as  in  the  case  of  tithe  rent 
charge  in  England,  and  Income  Tax  at  the  standard 
rate  is  deducted  by  the  heritors  from  each  half-yearly 
payment  of  stipends.  At  the  present  high  rate  of 
tax  this  deduction  involves  a considerable  temporary 
diminution  in  the  amount  of  the  income  of  the  minis- 
ter, who  has  subsequently  to  claim  repayment  of  the 
difference  between  the  tax  deducted  and  the  net 
amount  of  tax  to  which  he  is  actually  liable  at  the 
appropriate  earned  income  rate,  with  any  allowances 
for  abatement,  expenses,  Life  Insurance,  wife  and 
children,  to  which  he  may  be  entitled. 

11.  Prior  to  1853  the  recipients  of  tithe  rent  charge 
in  England  and  Wales  similarly  suffered  deduction  of 
tax,  but  in  that  year  it  was  provided  that  if  the 
owner  of  the  tithe  rent  charge  made  a return  for  the 
purpose  of  an  assessment  being  made  upon  him,  the 
Local  Commissioners  might,  if  they  think  fit,  make 
a direct  assessment  upon  the  owner  with  the  necessary 
corollary  that  where  any  such  charge  is  made  upon 
the  owner  of  the  rent  charge,  the  amount  of  the  rent 
charge  is  to  be  allowed  as  a deduction  from  the 
annual  value  in  assessing  the  lands,  &c.,  upon  which 
it  is  charged.  (Rule  7 of  No.  VII,  Schedule  A,  In- 
come Tax  Act,  1918.) 

This  option  has  been  almost  universally  adopted  by 
the  clergy  concerned  in  England  and  Wales,  and  it 
is  suggested  that  if  a similar  provision  were  made  for 
the  direct  assessment  of  ministers  of  the  Church  of 
Scotland  in  respect  of  their  stipends  it  would  be  wel- 
comed not  only  by  the  ministers  themselves  as  re- 
moving an  inequality  of  treatment  and  enabling  them 
to  be  taxed  in  the  first  instance  at  the  rates  ap- 
propriate to  their  incomes,  but  also  by  the  heritors 
who  would  be  relieved  of  the  necessity  of  retaining  tax 
from  the  payment  of  stipends. 

12.  If  such  a method  of  direct  assessment  be 
adopted,  it  is  suggested  that  the  assessments  upon 
the  ministers  should  be  under  Schedule  E,  in  view 
of  the  greater  convenience  afforded  in  practice  by  this 
method  of  assessment  as  compared  with  that  under 
Schedule  A. 
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Appendix  No.  63. 


MEMORANDUM  BY  THE  BOARD  OF  INLAND  REVENUE  REGARDING  SUGGESTIONS  MADE 
BY  PUBLIC  WITNESSES  THAT,  IN  THE  COMPUTATION  OF  LIABILITY  TO  INCOME  TAX 
DEDUCTION  SHOULD  BE  ADMITTED  FOR  CERTAIN  EXPENSES  NOT  AT  PRESENT 


1.  A number  of  witnesses  who  have  given  evidence 
before  the  Royal  Commission  have  suggested  that  de- 
ductions should  be  admitted  for  Income  Tax  purposes 
in  respect  of  expenses  of  various  kinds,  for  which  no 
allowance,  or  what  is  regarded  as  an  inadequate 
allowance,  is  at  present  made. 

2.  The  following  expenses  have  been  mentioned  in 
this  connection : — 

(a)  Law  costs  and  charges,  e.g.,  legal  expenses 

and  stamp  duties  incidental  to  the  creation 
of  a partnership. 

(b)  Preliminary  expenses  of  a company. 

(c)  Cost  of  removal  of  a business. 

( d ) Underwriting  commission. 

(e)  Expenses  in  connection  with  the  purchase  of 

property. 

(/)  Patent  and  trade  mark  charges. 

(g)  An  allowance  to  schoolmasters  for  the  pur- 

chase of  necessary  books. 

(h)  Agents’  fees  paid  by  Secondary  Assistant 

Masters. 

(i)  An  allowance  for  the  value  of  a part  of  a 

dwelling-house  used  by  a teacher  for  school 
work. 

O')  Travelling  expenses  between  place  of  resi- 
dence and  place  of  business. 

(k)  Contributions  for  religious  and  charitable 

purposes. 

( l ) Donations  for  the  encouragement  of  research 

and  advanced  learning. 

(m)  Subscriptions  to  Trade  Associations. 

(n)  All  charges  necessary  to  produce  revenue. 

(e)  Allowances  to  manual  wage-earners  for  tools, 

clothing,  &c. 

(p)  Allowance  of  all  sick,  accident  and  provident 
contributions  of  any  kind  and  for  trade 
union  contributions. 

3.  It  will  be  recalled  that  under  the  existing  law 
there  is  a clear  distinction  between  expenses  of  a 
capital  nature  and  expenses  which  may  properly  be 
regarded  as  falling  to  be  debited  against  current  re- 
venue. This  distinction  is  necessary,  if  only  for  the 
reason  that  accretions  of  capital  are  not  chargeable  to 
Income  Tax  as  profits,  and  in  the  Board’s  view  so 
long  as  the  Income  Tax  remains  a tax  on  income  and 
is  not  a tax  on  capital,  so  long  ought  there  to  be  a 
distinction  of  the  kind  which  is  at  present  made  be- 
tween income  expenditure  and  capital  expenditure. 
Income  Tax  law  also  makes  a clear  distinction  between 
business  or  professional  expenditure,  and  private  ex- 
penditure. 

The  capital  element  or  the  private  expenditure 
element,  or  both,  will  be  found  in  greater  or  less 
degree  in  all  the  items  (a)  to  ( h ) in  paragraph  2 
above. 

4.  As  regards  removal  expenses  [see  paragraph 
2 (c)],  the  cost  of  removal  of  stock-in-trade  is  allowed 
as  a deduction  in  computing  liability  under  Schedule 
D,  whether  the  removal  is  a forced  or  voluntary  one. 
No  objection  is  in  practice  raised  by  the  Board  of  In- 
land Revenue  to  the  allowance  of  other  expenses  of 
removal  in  cases  where  the  removal  has  been  forced 
on  the  trader  and  has  not  been  voluntarily  under- 
taken for  the  purpose  of  business  improvement  or 
expansion. 

5.  The  question  whether  allowances  should  be  made 
in  respect  of  such  items  as  the  purchase  of  books  by 
a schoolmaster,  or  the  payment  of  agents’  fees  by  a 
schoolmaster  [see  paragraph  2 (g)  and  (A)],  depends 
primarily  on  whether  the  payment  is  (i)  of  a capital 
nature,  and  (ii),  if  not,  whether  it  is  wholly  and  ex- 
clusively necessary  for  the  purposes  of  the  business  or 
employment.  In  the  Board’s  opinion,  there  is  no 
serious  hardship  in  the  disallowance  of  these  items. 
The  capital  element  is  present  in  some  measure,-  and, 
in  the  case  of  books,  the  private  expenditure  element ; 
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and,  in  view  of  the  general  principle  indicated  in 
paragraph  3 above,  the  Board  consider  that  it  is  un- 
desirable to  make  any  alteration  in  the  existing  law. 

6.  While  the  Board  offer  no  objection  in  principle 
to  the  making  of  an  allowance  for  the  value  of  so 
much  of  a dwelling-house  as  is  used  by  a teacher  solely 
and  exclusively  for  the  purposes  of  his  profession 
[ see  paragraph  2 (i)],  they  do  not  regard  the  use  by 
a teacher  of  a room  in  his  dwelling-house  as  a study, 
as  of  itself  sufficient  to  warrant  the  making  of  an 
allowance  for  Income  Tax  purposes.  In  the  Board’s 
view,  an  allowance  on  such  grounds  could  scarcely 
fail  to  be  of  very  wide  application  seeing  that  many 
professional  and  business  people  are  in  the  habit  of 
carrying  on  their  occupation  at  home  to  a certain 
extent.  Apart,  therefore,  from  the  question  of  prin- 
ciple, under  which  private  expenditure  is  not  ad- 
mitted as  an  allowance  for  Income  Tax  purposes, 
practical  difficulties  would  arise  in  giving  effect  to 
any  allowance  in  the  case  of  rooms  which  are  in  fact 
used  partly  for  domestic  purposes  and  partly  for  pro- 
fessional or  business  purposes,  and  the  Board  consider 
that,  e.g.,  in  the  case  of  the  teacher,  the  use  of  a 
room  as  a study  should  at  any  rate  be  coupled  with 
its  use  for  the  reception  of  pupils  as  a condition  pre- 
cedent to  an  allowance,  and  that  if  any  amendment 
of  the  law  is  thought  to  be  necessary  in  this  respect, 
it  should  be  on  the  lines  of  the  allowance  to  clergy- 
men and  ministers  mentioned  in  Rule  2 (1)  (b)  of  the 
General  Rules  of  the  Income  Tax  Act,  1918. 

7.  The  Board  consider  that  no  allowance  ought  to 
be  made  for  the  cost  of  a season  ticket  or  of  other 
travelling  expenses  between  the  taxpayer’s  residence 
and  the  place  of  his  business  or  employment  [see 
paragraph  2 (/)].  Such  expenses  obviously  vary  ac- 
cording to  the  circumstances  which  govern  the  choice 
of  a residence  by  the  taxpayer.  One  person  may 
live  within  walking  distance  of  his  business;  another 
may  choose  to  reside  scores  of  miles  away ; and  in  the 
Board’s  view  the  expense  is  in  each  case  a private 
expense  for  which  no  allowance  ought  to  be  made. 

It  may  be  added  that  during  the  war,  when  the 
demands  for  the  production  of  munitions  caused  the 
sudden  transfer,  usually  for  temporary  periods,  of 
large  bodies  of  workers  to  various  centres  where 
housing  accommodation  was  either  deficient  or  non- 
existent, a concession  was  made  to  that  class  of 
workers  under  which  they  were  granted  an  allow- 
ance of  the  actual  cost  of  travelling  from  their  homes 
to  and  from  their  place  of  employment.  This  excep- 
tional allowance  has  been  confined  to  weekly  wage- 
earners  employed  by  way  of  manual  labour  and 
chargeable  to  tax  on  their  earnings  by  quarterly 
assessment. 

8.  Charitable  contributions  [see  paragraph  2 (&)] 
are  at  present  allowed  as  a deduction  for  Income  Tax 
purposes  where  the  contribution  is  given  to  a charity 
which  directly  or  indirectly  benefits  the  workmen  of 
the  employer  making  the  contribution.  In  the 
Board’s  judgment,  there  is  no  sufficient  reason  for 
extending  the  present  allowance  and  making  a deduc- 
tion for  contributions  by  individual  taxpayers  for 
charitable  purposes  generally.  Such  contributions 
.may  vary  in  character  in  the  widest  possible  degree. 
At  the  one  end  of  the  scale,  perhaps,  is  the  establish- 
ment of  a permanent  endowment  in  aid  of  some 
charitable  object — at  the  other  is  the  contribution 
which  a taxpayer  puts  into  the  collection  plate  at  his 
place  of  worship.  The  Board  are  quite  clearly  of 
opinion  that  the  sums  which  any  taxpayer  in  his  dis- 
cretion sees  fit  to  devote  to  charitable  objects  should 
be  made  at  his  own  expense  out  of  the  income  which 
remains  to  him  after  satisfying  the  demands  of  the 
State  in  taxation,  and  not  partly  at  the  expense  of 
the  State  by  being  deducted  from  his  income  before 
tax  has  been  paid  upon  it. 
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9.  With  regard  to  donations  for  the  encouragement 
of  research  and  advanced  learning  [see  paragraph 
2 (£)],  t'he  same  considerations  apply  as  in  the  case  of 
charitable  subscriptions.  So  far  as  such  donations  are 
for  research  and  the  advancement  of  scientific  know- 
ledge in  a general  sense,  they  must,  in  the  Board’s 
view,  be  regarded  as  an  expenditure  by  the  taxpayer 
out  of  the  income  which  he  enjoys  after  meeting  the 
taxation  demands  of  the  State.  When,  however,  a 
trader  either  on  his  own  account  or  in  conjunction 
with  other  traders  in  the  same  line  of  business  carries 
on  industrial  research  work  (e.g.,  by  the  maintenance 
of  a laboratory),  the  results  of  which  may  be  reflected 
in  the  profits  of  the  particular  business  in  the  near 
future,  the  Board  of  Inland  Revenue  regard  expenses 
so  incurred,  provided  they  are  not  of  a capital  nature, 
as  legitimate  trading  expenses  to  be  deducted  in  the 
computation  of  the  trader’s  Income  Tax  liability. 

Similarly,  subscriptions  of  traders  to  an  Industrial 
Research  Association  duly  approved  by  the  Depart- 
ment of  Scientific  and  Industrial  Research  are 
allowed  as  deductions.* 


* Note. — The  Department  of  Industrial  and  Scientific  Research, 
which  has  been  provided  by  Government  with  funds  for  the  pur- 
pose, is  promoting  the  formation  of  Industrial  Research  Associa- 
tions by  concerns  engaged  in  various  industries  with  a view  to 
developing  systematic  industrial  research  on  a large  scale. 


10.  The  question  of  subscriptions  to  Trade  Associa- 
tions [ see  paragraph  2 (m)]  is  being  dealt  with  by 
the  Board  of  Inland  Revenue  in  a separate  memoran- 
dum [see  Appendix  No.  51]. 

11.  As  regards  the  allowances  made  in  computing 
the  Income  Tax  liability  of  weekly  wage-earners,  in 
respect  of  expenses  incurred  on  tools,  clothing,  &c. 
[see  paragraph  2 (o)],  these  allowances  are  usually 
made  at  a flat  rate  fixed  by  negotiation  between  the 
Workers’  Trade  Union  and  the  Board  of  Inland  Re- 
venue, and  every  factor  is  taken  into  due  considera- 
tion with  a view  to  arriving  at  an  adequate  allow- 
ance. If  in  particular  cases  the  allowance  granted  is 
considered  insufficient,  the  taxpayer  has  always  the 
right  of  appeal. 

12.  With  regard  to  the  suggestion  that  an  allowance 
should  be  granted  in  respect  of  all  sick,  accident  and 
provident  contributions  of  any  kind  and  for  trade 
union  contributions  [ see  paragraph  2 (p)],  it  may  be 
pointed  out  that  a deduction  is  in  fact  granted  in 
respect  of  that  portion  of  a premium  paid  under  an 
accident  or  sickness  policy,  which  is  applicable  to  the 
death  risk.  Also,  a deduction  under  the  head  of  Life 
Assurance  is  made  for  so  much  of  a wage-earner’s 
contributions  to  a trade  union  as  is  allocated  to 
superannuation  benefits  in  addition  to  any  portion 
allocated  to  funeral  benefits  or  Life  Insurance. 
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OBSERYATIONS  BY  THE  BOARD  OF  INLAND 
MITTED  TO  THE  ROYAL  COMMISSION  BY 
DEPRECIATION  ALLOWANCES. 


REVENUE  ON  SUNDRY  SUGGESTIONS  SUB- 
CERTAIN WITNESSES  ON  THE  SUBJECT  OF 


1.  It  has  been  suggested  that  an  allowance  similar 
to  the  special  writing-off  allowances  for  exceptional 
depreciation  and  obsolescence  now  made  in  the  case 
of  Munitions  Levy  and  Excess  Profits  Duty  should} 
be  a permanent  feature  of  the  Income  Tax  applicable 
to  all  concerns  ( vide  questions  8046,  8095,  8104). 

2.  The  adoption  of  the  suggested  principle  as  a 
permanent  feature  of  the  Income  Tax  is  open  to 
very  serious  objection.  It  would  have  the  effect  of 
treating  the  plant  account  on  the  same  lines  as 
stock-in-trade,  with  the  very  grave  drawback  that 
the  Revenue  could  exercise  no  effective  check. 

3.  In  the  long  run,  it  would  be  of  no  advantage 
to  the  trader  when  once  prices  have  reached  a stable 
level. 

4.  The  suggestion  throws  over  the  general  principle 
that  the  Income  Tax  is  a tax  on  profits.  For 
example,  if  A is  a going  concern,  and  if  1920  happens 
to  be  a year  of  abnormally  high  cost  of  plant,  A’s 
profits  would  be  made  abnormally  large  by  including 
a fictitious  book  profit  due  to  a high  valuation  of  his 
machinery.  Such  a principle  would  be  scouted  by 
accountants,  would  not  be  approved  by  the  industrial 
community,  and  would  not,  and  could  not,  be 
adopted  by  traders  in  the  very  practical  question  of 
fixing  sale  prices  of  goods. 

5.  It  may,  however,  be  urged  that  the  suggested 
allowance,  like  the  Excess  Profits  Duty  allowance,  is 
required  as  a temporary  measure  in  view  of  the  dis- 
turbance created  by  the  war. 

6.  The  Excess  Profits  Duty  allowance  [Finance 

(No.  2)  Act,  1915,  s.  40  (3)]  is  on  account  of  “ excep- 
tional depreciation  or  obsolescence  of  assets  em- 
ployed in  the  trade  or  business  due  to  the  present 
war,  or  to  the  necessity  in  connection  with  the  present 
war  of  providing  plant  which  will  not  be  wanted  for 
the  purposes  of  the  trade  or  business  after  the 
termination  of  the  war  . . .” 

7.  For  Munitions  Levy  the  allowance  is  defined  by 
Rules  9 (a),  (b)  and  (c)  of  the  Munitions  (Limitation 
of  Profits)  Rules,  1915,  which  require  that  adjust- 
ment shall  be  made  in  respect  of  (a)  exceptional  wear 
and  tear,  (5)  special  capital  expenditure  for  muni- 
tions work,  (c)  the  post-war  value  of  plant,  &c., 
installed  for  munitions  work  since  4th  August,  1914' 

8.  Although  differently  expressed,  the  allowances 
under  both  Acts  cover  broadly  the  same  ground. 


Each  was  based  upon  the  facts  that  the  special  taxa- 
tion in  question  referred  to  a strictly  limited  period, 
that  it  was  a period  of  abnormal  conditions,  that 
it  was  essential  for  the  purposes  of  the  war  to1  instal 
plant  purchased  at  abnormal  prices,  and  that,  in 
determining  the  amount  of  this  special  taxation, 
account  should  in  justice  be  taken  of  the  special 
burden  placed  upon  the  trader  as  a consequence  of 
the  abnormal  conditions  of  the  period. 

9.  The  main  justification  of  these  special  allow- 
ances is  clearly  the  temporary  nature  of  the  taxation ; 
and  the  claim  to  an  extension  of  the  allowances  to 
the  permanent  Income  Tax  must  find  justification 
(if  at  all)  on  other  grounds. 

It  is  urged  in  evidence  (question  7702)  that  “ the 
present  cost  of  construction  is  probably  three  times 
the  pre-war  cost.  It  is  absolutely  essential  that 
this  excessive  cost  should  be  written  off  as  early  as 
possible.” 

On  this  point  the  following  observations  may  be 
made : — 

(a)  the  normal  range  of  post-war  costs  is  likely 

to  be  considerably  higher  than  pre-war, 
and  therefore  the  amount  to  be  written 
off  will  bo  much  smaller  than  at  one  time 
seemed  probable; 

(b)  the  suggestion  that  manufacturers  with  war 

or  post-war  plant  should  be  allowed  to 
write  down  such  plant  to  facilitate  com- 
petition with  the  owners  of  pre-war  plant 
{vide  question  7702)  would  introduce  an 
entirely  new  principle  into  Income  Tax 
administration.  Income  Tax  must  neces- 
sarily deal  with  the  actual  profits  made, 
without  regard  to  whether  they  are  less 
or  more  than  they  might  have  been,  or  to 
how  they  are  applied  for  the  purposes  of 
the  business; 

(c)  although  some  concerns  have  been  started 

under  war  conditions,  the  bulk  of  ordinary 
commercial  plant  in  the  country  is  still 
pre-war  plant,  which  is  producing  profits 
at  the  post-war  rate.  If  plant  is  to  be 
revalued  to  its  market  value  each  year 
until  the  period  of  normal  post-war  prices 
is  reached,  it  is  not  unreasonable  to  sug- 
gest that  for  Income  Tax  purposes  pre-war 
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plant  should  be  included  in  such  valuation, 
a course  which  can  hardly  be  contemplated 
as  applied  to  the  individual  taxpayer,  how- 
ever equitable  it  might  appear  as  applied 
to  industry  as  a whole.  As  an  illustration 
of  the  increased  value  of  some  pre-war 
plant,  the  Times  Trade  Supplement  of  May 
30th,  1919,  referred  to  a cotton  factory 
built  10  years  ago  at  a cost  of  £2  a spindle, 
valued  during  the  war  at  £7  and  £8  a 
spindle,  and  purchased  within  the  previous 
six  weeks  by  large  commercial  interests  at 
a price  of, £14  a spindle; 

( d ) Where  the  plant  in  any  business  consists  sub- 

stantially of  both  pre-war  and  war  plant, 
it  does  not  appear  that  the  individual 
would  suffer  any  special  hardships  or 
labour  under  any  special  handicap  during 
the  post-war  period  of  decline  to  normal 
post-war  conditions.  Where  the  plant  con- 
sists wholly  (or  mainly)  of  plant  pur- 
chased at  inflated  war  prices,  full  allowance 
is  made  over  the  life  of  the  plant.  It  may 
also  be  noted  that  the  excess  cost  of  the 
plant  over  the  nost-war  value  is  allowed 
to  be  deducted  as  an  expense  in  calculat- 
ing Excess  Profits  Duty.  This  concession, 
taken  in  conjunction  with  the  reduced  rate 
of  Excess  Profits  Duty,  goes  far  to  meet 
the  contention  that  the  trader  may  be  put 
in  a position  of  financial  embarrassment 
where  the  allowance  for  Income  Tax  pur- 
poses does  not  equal  the  fall  in  market 
value  of  the  plant  during  the  first  few 
years ; 

(e)  revaluation  yearly  would  apply  to  practically 

every  plant-using  concern  in  the  country, 
since  all  must  have  acquired  some  plant 
since  1914.  The  problem  would  be  unwork- 
able on  any  lines  of  actual  valuation.  It 
would  mean  in  practice  that  the  taxpayer 
would  value  his  own  plant,  and  in  view 
of  the  various  dates  of  purchase,  varying 
conditions  of  use,  and  the  alleged  inferior 
make  of  much  plant  acquired  during  the 
war,  it  would  be  impossible  for  the  Revenue 
official  to  check  or  counter  such  claim. 
The  larger  concerns  would  be  under  a 
serious  inducement  to  create  an  untaxed 
reserve  by  writing  down  the  plant  unduly 
during  the  next  few  years,  which  reserve 
might  be  realized  with  loss  to  the  Revenue 
by  sale  or  reconstruction  of  such  concerns. 
For  where  plant  is  sold  at  a value  in  excess 
of  its  written-down  value,  the  purchaser 
is  entitled  to  depreciation  up  to  that  en- 
hanced cost,  and  the  Revenue  allows 
depreciation  in  respect  of  such  increased 
price  twice  over; 

(/)  the  practical  question  for  the  manufacturer 
during  the  first  few  years  is  mainly  one 
of  working  capital — a question  of  business 
credit  which  should  not  be  met  at  the  ex- 
pense of  the  Revenue. 

10.  Among  other  suggestions  laid  before  the  Royal 
Commission  is  that  a prudential  reserve  should  be 
allowed  in  addition  to  depreciation  (say,  by  doubling 
the  allowance  for  depreciation)  (question  8109). 

11.  This  proposal  appears  to  have  been  put  forward 

on  the  ground  that  the  Government  is  practically  the 
predominant  partner  in  a pecuniary  sense  in  all 
businesses  . . . it  should  take  up  the  position 

that  an  ordinary  partner  must  „ take  up  . . 

prudential  reserves  must  be  made  by  manufacturers 
and  others  . . . The  logical  inference  is  that 

the  Government  should  retain  its  “ partnership  ” 
right  to  a share  in  such  reserves;  but  the  suggestion 
in  effect  is  that  the  Government  should  surrender  its 
share  in  such  reserves  for  the  benefit  of  the  other 
partners. 

12.  The  witness  (Mr.  G.  P.  Norton)  appears  to  have 
had  in  mind  prudential  reserves  for  the  general 
purposes  of  the  business,  using  a double  depreciation 
allowance  merely  as  the  measure  and  the  method  of 
the  allowance.  It  is  hardly  conceivable  that  further 
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depreciation  would  be  allowed  on  such  grounds;  and 
the  only  material  point,  so  far  as  regards  deprecia- 
tion, is  whether  the  allowance  for  “ wear  and  tear  ” 
should  include  something  as  a reserve  against  future 
contingencies  (which  may  never  occur). 

13.  The  only  material  contingencies  affecting  the 
plant  appear  to  be : — 

(1)  catastrophe  (fire,  boiler  explosion,  &c.); 

(2)  sudden  obsolescence  or  abnormal  renewals  as 

the  result  of  the  invention  of  new  methods. 

14.  So  far  as  (1)  is  concerned,  provision  may  be 
made  by  means  of  insurance.  The  premiums  are 
admitted  as  an  expense  for  Income  Tax  purposes,  and 
no  Income  Tax  grievance  can  reasonably  be  said  to 
exist. 

15.  As  regards  (2),  if  the  contingency  is  insurable 
the  trader’s  remedy  lies  there.  If  it  is  so  uncertain, 
immeasurable,  or  remote  as  to  be  non-insurable,  it  is 
difficult  to  see  any  grounds  for  an  allowance  of  what 
is  to  all  intents  and  purposes  a general  reserve.  The 
allowance  is  at  present  made  when  the  contingency 
happens,  and  it  cannot  be  said  with  reason  that  as 
far  as  the  Income  Tax  is  concerned  any  positive 
grievance  exists. 

16.  Income  Tax  is  necessary  to  meet  annual  ex- 
penditure; and  if  traders  are  relieved  by  paying  on 
less  than  true  profits  the  deficiency  must  be  made  up 
by  other  members  of  the  community,  who  might  them- 
selves put  forward  an  equally  good  claim  for  allow- 
ance in  respect  of  the  contingencies  to  which  they 
themselves  are  liable. 

17.  Mr.  H.  D.  Leather  suggested  that  “ allowance 
should  be  made  for  the  annual  reduction  in  the  value 
of  all  property  used  for  trade  or  business  purposes 

. whether  such  reduction  in  value  is  caused 
by  wear  and  tear,  obsolescence  or  exhaustion  (ques- 
tion 7705). 

This  suggestion  covers  the  whole  field  of  “ wasting 
assets  ” and  hardly  calls  here  for  detailed  considera- 
tion. The  question  of  allowance  in  the  case  of 
material  assets  has  already  been  dealt  with  in  the 
official  evidence.  Non-material  assets,  such  as  leases, 
goodwill,  &c.,  have  been  referred  to  more  briefly. 
The  general  position  is  explained  in  the  official 
evidence  on  the  subject  of  “ wasting  assets  ” (see 
question  9878).  Briefly,  any  provision  that  may  be 
made  to  meet  the  wastage  of  such  non-material  assets 
is  not  a part  of  true  “ cost  of  production  ” at  all. 
The  asset  may  be  wasting  capital  to  the  individual 
trader,  but  the  payment  made  to  acquire  the  asset 
represents  merely  the  capitalized  value  of  a right  to 
receive  (for  a definite  or  indefinite  period)  future 
profits.  If  an  allowance  on  account  of  his  wasting 
capital  were  made  to  the  purchaser  of  such  non- 
material assets,  the  seller  ought  logically  to  be 
directly  charged  to  tax  in  respect  of  the  profit  accru- 
ing to  him  from  the  sale.  Although  no  such  direct 
charge  is  in  fact  made  upon  the  seller,  he  does,  in 
effect,  suffer  tax  on  the  profit  in  question,  by  reason 
of  the  fact  that  the  purchaser  pays  a smaller  price 
than  he  would  pay  if  he  did  not  in  essence  pay  tax 
on  the  purchase-price.  The  purchaser’s  personal 
profit  is  what  is  left  after  allowance  is  made  for  the 
wastage  of  the  acquired  asset,  and  as  he  receives  no 
such  allowance  for  Income  Tax  purposes,  he  pays 
tax  on  a sum  equal  to  the  cost  of  the  asset  over  and 
above  his  own  commercial  profit.  In  the  long  run, 
therefore,  the  incidence  of  the  tax  tends  to  be  rightly 
apportioned  between  the  persons  who  share  in  the 
total  profits. 

18.  The  present  allowance  (of  one-sixth  of  the 
annual  value)  in  respect  of  mills,  factories,  &c., 
should  be  extended  to  all  premises  in  which  trade  or 
business  is  being  carried  on  (question  5816). 

The  discrimination  in  favour  of  mills  and  factories 
is  due  to  the  special  wear  and  tear  to  which  they  are 
subject.  They  are  distinguished  from  all  other  pre- 
mises by  the  fact  that  they  contain  machinery,  and 
that,  as  a consequence  of  the  destructive  vibration, 
their  life  is  appreciably  shorter  than  that  of  other 
premises.  It  is  difficult  to  suggest  that  the  life  of 
other  business  premises  is,  as  a result  of  their  use, 
less  than  that  of  dwelling-houses.  Where  they  are  not 
of  the  nature  of  dwelling-houses  (e.g.,  shops),  there 
is  reason  to  think  that  their  more  substantial 


202 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


structure  will  at  least  counterbalance  their  proble- 
matic extra  wear  and  tear  as  compared  with  dwelling- 
houses.  It  is  therefore  suggested  that  such  business 
premises  should  be  classified  with  dwelling-houses 
rather  than  with  mills  and  other  such  premises  which 
contain  machinery. 

19.  Allowance  for  obsolescence  of  buildings  should 
be  made  whether  replaced  or  not  (question  8077). 

Obsolescence  is  not  in  the  strictest  sense  a “ cost 
of  production.”  It  does  not  enter  into  the  cost  of 
goods  which  have  already  been  manufactured  and 
sold.  Nor  does  it  enter  into  the  cost  of  future 
manufactures,  if,  as  is  possible,  obsolescence  results 
in  a cessation  of  the  particular  business.  It  is, 
generally  speaking,  a “ catastrophic  ” loss,  and  where 
it  results  in  cessation,  it  cannot  be  clearly  distin- 
guished from  losses  resulting  from  cessation  brought 
about  by  other  causes.  Continued  trade  losses,  in- 
adequate working  capital,  uninsured  fire,  shipwreck, 
mine  flooding  or  explosion,  powerful  competition — 
all  may  cause  a business  to  cease  and  all  result  in  a 
loss  which  is  not  a loss  of  profit  in  the  ordinary 
Income  Tax  sense,  but  a loss  of  capital.  It  would 
be  difficult  to  defend  the  allowance  in  respect  of 
obsolescence  where  it  results  in  cessation  (even  if  the 
obsolescence  could  be  proved),  and  the  refusal  of  an 
allowance  in  respect  of  other  losses  of  capital  in  the 
case  of  cessation. 

On  the  other  hand,  where  in  the  case  of  a continu- 
ing business  assets  are  renewed  the  loss  involved  in 
the  renewal  is  essential  to  the  continued  carrying 
on  of  the  business,  and  is  accordingly,  and  may  be 
fairly  regarded  as,  a proper  charge  against  the  profits 
of  the  continued  production  of  the  particular  busi- 
ness. Obsolescence  of  plant  is  allowed  on  this  ground, 
the  loss  due  to  renewal  being  the  actual  loss  of  the 


obsolete  plant,  less  any  allowance  already  made  by 
way  of  depreciation  and  anything  realized  on  sale 
of  the  scrap. 

20.  Rates  of  allowances  should  be  fixed  by  a central 
axithority  (question  7705). 

This  point  is  dealt  with  in  the  official  evidence 
(questions  9931  to  2).  In  some  trades  the  conditions 
as  to  plant  are  so  uniform  that  a common  rate 
of  allowance  may  be  fixed.  Where  this  is  the 
case  the  trade  may  apply  to  have  such  rate  fixed 
by  a central  authority  (the  Board  of  Referees). 
It  does  not,  however,  seem  practicable  or  desirable 
to  burden  a central  authority  with  the  very 
numerous  individual  cases  in  which  no  substantial 
uniformity  of  conditions  or  of  use  exists.  One  of 
the  chief  grounds  for  enabling  classes  of  trade  to  be 
dealt  with  by  a central  authority  is  that  the  juris- 
diction of  particular  bodies  of  Commissioners  would 
not  ordinarily  extend  to  the  whole  trade.  This 
difficulty  does  not  exist  as  regards  an  individual 
trader. 

21.  For  mills,  a rate  of  not  less  than  2%  per  cent, 
on  the  diminishing  value  should  be  allowed  (question 
8063). 

The  figure  suggested  is  more  or  less  arbitrary. 
An  allowance  on  the  above  lines  would  write  down 
the  value  to  a residual  of  10  per  cent,  in  90  years. 
Having  regard  to  the  fact  that  the  suggested  2*  per 
cent,  is  on  the  cost  of  the  building,  whereas  the 
present  allowance  of  one-sixth  is  on  annual  value 
of  both  building  and  site  (including  fixed  plant  where 
the  rating  and  assessment  includes  such  plant)  the 
present  allowance  appears  to  be,  if  anything,  more 
liberal  than  the  suggestion,  except  that  the  2£  per 
cent,  proposal  gives  a somewhat  larger  figure  in  the 
earlier  years  of  the  life. 
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MEMORANDUM  BY  THE  BOARD  OF  INLAND  REVENUE  ON  THE  SUBJECT  OF  DISTRAINT 
FEES  IN  RELATION  TO  TAXES. 


1.  The  tax  due  from  any  taxpayer  is  recoverable  in 
default  of  payment  by  distress  upon  the  property 
charged  or  upon  the  property  or  goods  of  the  person 
charged  and,  except  in  Scotland,  Collectors  of  Taxes 
are  authorized  and  required  by  section  162  of  the 
Income  Tax  Act,  1918,  to  levy  distress  for  taxes 
outstanding  and  to  recover  the  costs  and  charges  of 
the  distress  equally  with  the  amount  of  tax  due. 

2.  The  “ costs  and  charges  ” of  distress,  known  as 
“ distraint  fees,”  are  not  uniform  throughout  the 
United  Kingdom,  but  are  different  in  amount  in 
England  and  Wales,  Scotland  and  Ireland  respectively, 
and  the  purpose  of  this  memorandum  is  to  draw 
attention  to  an  anomaly  that  exists  in  connection 
with  the  fees  chargeable  in  England  and  Wales  and 
Ireland. 

England  and  Wales. 

3.  The  distraint  fees  chargeable  in  England  and 
Wales  are  given  in  Enclosure  A.  There  are  two 
scales,  one  where  the  tax  payable  does  not  exceed  £20 
and  the  other  where  the  tax  exceeds  £20. 

4.  The  scale  of  fees  where  the  tax  payable  does  not 
exceed  £20  is  a statutory  maximum.  It  is  the  scale 
prescribed  in  the  Schedule  to  an  Act  of  1817  entitled 
“ An  Act  to  Regulate  the  Cost  of  Distress  Levied  for 
Payment  of  Small  Rents”  (57  Geo.  Ill,  cap.  93)  as  the 
maximum  chargeable  for  distress  for  rent  not  exceed- 
ing £20,  and  it  applies  to  distress  for  tax  not  exceed- 
ing £20  by  virtue  of  an  Act  of  1827  (7  and  8 Geo.  IV, 
cap.  17)  which  applied  the  scale  of  the  1817  Act  to 
distresses  for  rates  or  taxes  where  the  amount  pay- 
able did  not  exceed  £20.  The  Act  of  1827  is  still  in 
force  for  rates  as  well  as  taxes. 

5.  The  scale  of  distraint  fees  where  the  tax  payable 
exceeds  £20  has  no  statutory  authority.  Under 
common  law,  the  costs  and  charges  recoverable  must 
be  reasonable  in  amount,  and  the  Board  of  Inland 
Revenue  adopted  this  scale,  which  is  the  scale  pre- 
scribed by  the  Lord  Chancellor  under  the  provisions 
of  the  Law  of  Distress  Amendment  Act,  1888,  for 


distresses  of  rent  exceeding  £20,  as  one  which  in 
their  view  was  reasonable  and  should  not  be  exceeded 
by  Collectors. 

6.  The  Law  of  Distress  Amendment  Act,  1888, 
which  amended  the  law  relating  to  distress  for  rent, 
and  applied  only  to  England  and  Wales,  repealed  the 
Act  of  1817  mentioned  above  and  gave  the  Lord 
Chancellor  power  to  prescribe  in  every  case  scales  of 
fees  that  shall  be  allowed  for  distress  for  rent.  The 
scales  prescribed  by  the  Lord  Chancellor  in  respect 
of  rent  are  given  in  Enclosure  0,  and  it  will  be  seen 
that  the  fees  where  rent  does  not  exceed  £20  are 
practically  the  same  as  those  laid  down  by  the  Act 
of  1817  with  the  exception  that  the  fee  for  a man  in 
possession  has  been  increased  from  2s.  6d.  per  day  to 
4s.  6d.  per  day. 

7.  The  Act  of  1817,  though  repealed  in  so  far  as  it 
relates  to  rent,  is  still  in  force  in  regard  to  rates  and 
taxes,  and  there  is,  therefore,  the  anomaly  that  where 
the  distress  is  for  rent  the  fee  for  a man  in  possession 
is  4s.  6d.  per  day,  but  where  the  distress  is  for  taxes 
the  fee  is  the  old  figure  of  2s.  6d.  a day.  The 
distraint  fees  for  taxes  should  not  be  less  than  those 
for  rent,  and  the  Board  of  Inland  Revenue  accordingly 
suggest  that  the  Act  of  1827  should  be  repealed  so 
far  as  taxes  are  concerned,  and  that  it  should  be 
enacted  that  the  scale  of  distraint  fees  for  taxes 
shall  be  such  as  may  from  time  to  time  be  prescribed 
with  respect  to  distress  for  rent. 

Ireland. 

8.  The  distraint  fees  chargeable  in  Ireland  are 
given  in  Enclosure  B to  this  memorandum.  As  in  the 
case  of  England  and  Wales,  there  are  two  scales 
according  as  the  tax  payable  does  or  does  not  exceed 
£20. 

The  scale  where  the  tax  does  not  exceed  £20  is  a 
statutory  maximum  laid  down  by  section  15  of  the 
Act  9 and  10  Viet.,  cap.  Ill,  which  regulated  the 
cost  of  distress  in  Ireland  for  rents,  taxes  and  rates 
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not  exceeding  £20  on  the  lines  of  the  corresponding 
Acts  in  England  and  Wales.  The  scale  of  fees  where 
the  tax  payable  exceeds  £20  is  the  same  as  that  in 
force  in  England  and  Wales. 

9.  There  has  been  no  recent  legislation  in  Ireland 
respecting  distress  for  rent  corresponding  to  the  Law 
of  Distress  Amendment  Act,  1888,  in  England  and 
Wales.  The  Board  of  Inland  Revenue  suggest,  how- 
ever, that  the  distraint  fees  for  tax  in  Ireland  should 
be  the  same  as  those  in  England  and  Wales,  and 
that  accordingly  the  Act  9 and  10  Viet.,  cap.  Ill, 
should  be  repealed  in  so  far  as  it  relates  to  taxes, 


and  that  it  should  be  enacted  that  the  same  scales  of 
distraint  fees  should  apply  in  Ireland  as  in  England 
and  Wales. 

Scotland. 

10.  Poinding,  the  Scottish  term  for  distress,  is 
carried  out  in  Scotland  not  by  the  Collector  of  Taxes, 
but  by  the  Sheriff  Officer,  and  is  subject  to  the  special 
provisions  of  section  166  of  the  Income  Tax  Act,  1918, 
under  sub-section  (5)  of  which  the  Sheriff  Officer  is 
entitled  to  a poundage  of  the  tax  payable.  No 
alteration  of  the  Scottish  law  or  procedure  is 
proposed. 


Enclosure  A to  Appendix  No.  65. 


DISTRESS  FOR  TAXES. 

TABLE  OF  DISTRAINT  FEES  CHARGEABLE  IN  ENGLAND  AND  WALES. 


(1)  Where  the  tax  payable  does  not  exceed  £20. 

£ s.  d. 

Levying  distress  ...  ...  ...  ...  ...  0 3 0 

Man  in  possession,  per  day  0 2 6 

Appraisement,  whether  by  one  broker  or 
more,  sixpence  in  the  pound  on  the  value 
of  goods. 

All  expenses  of  advertisement,  if  any  such  0 10  0 
Catalogues,  sale  and  commission,  and  de- 
livery of  goods,  one  shilling  in  the  pound 
on  the  net  produce  of  the  sale. 

(2)  Where  the  tax  payable  exceeds  £20. 
Levying  distress:  — 

On  sums  exceeding  £20  and  not  exceeding  £50 : — 
Three  shillings  on  £20,  and  three  per  cent,  on 
the  balance. 

On  sums  exceeding  £50  and  not  exceeding  £200 : — 
Three  shillings  on  £20,  three  per  cent,  on  £30, 
and  two  and  a half  per  cent,  on  the  balance. 


On  sums  exceeding  £200  : — 

Three  shillings  on  £20,  three  per  cent  on  £30, 
two  and  a half  per  cent,  on  £150,  and  one  per 
cent,  on  the  balance. 

Man  in  possession,  5s.  per  day  (to  provide  his  own 
board  in  every  case). 

Appraisement,  whether  by  one  broker  or  more,  six- 
pence in  the  pound  on  the  value  as  appraised. 

For  advertisements,  the  sum  actually  and  neces- 
sarily paid. 

Catalogues,  sale  and  commission,  and  delivery  of 
goods : — 

Seven  and  a half  per  cent,  on  the  sum  realized 
not  exceding  £100;  five  per  cent,  on  the  next 
£200;  four  per  cent,  on  the  next  £200;  and  on 
any  sum  exceeding  £500  three  per  cent,  up  to 
£1,000;  and  two  and  a half  per  cent,  on  any  sum 
exceeding  £1,000.  A fraction  of  £1  to  be  in  all 
Cases  reckoned  £1. 


Enclosure  B to  Appendix  No.  65. 


DISTRESS  FOR  TAXES. 

TABLE  OF  DISTRAINT  FEES  CHARGEABLE  IN  IRELAND. 


(1)  Where  the  tax  payable  does  not  exceed  £20. 

£ s.  d. 

Levying  distress 0 2 0 

Man  in  possession,  per  day  each  (but  not 
exceeding  two  in  number,  unless  upon 
information  sworn  before  a Justice  that  a 
rescue  or  violence  is  apprehended)  ...  0 2 0 

All  expenses  of  advertisement,  if  any  such, 
not  exceeding  ...  ...  ,...  ...0  5 0 

Catalogues,  sale,  commission,  and  delivery  of 
goods,  Is.  in  the  pound  on  the  net  produce 
of  the  sale,  if  sold  by  a licensed  auctioneer ; 
otherwise,  6d.  in  the  pound  on  the  net 
produce  of  the  sale. 

(2)  Where  the  tax  payable  exceeds  £20. 

Fee  for  levying  distress : — 

On  sums  exceeding  £20  and  not  exceeding  £50 : — 
Three  shillings  on  £20,  and  three  per  cent,  on 
the  balance. 


On  sums  exceeding  £50  and  not  exceeding  £200 : — 
Three  shillings  on  £20,  three  per  cent,  on  £30, 
and  two  and  a half  per  cent,  on  the  balance. 

On  sums  exceeding  £200 : — 

Three  shillings  on  £20,  three  per  cent,  on  £30, 
two  and  a half  per  cent,  on  £150,  and  one  per 
cent,  on  the  balance. 

Man  in  possession,  5s.  per  day  (to  provide  his  own 
board  in  every  case). 

Appraisement,  whether  by  one  broker  or  more,  six- 
pence in  the  pound  on  the  value  as  appraised. 

For  advertisements,  the  sum  actually  and  neces- 
sarily paid. 

Catalogues,  sale  and  commission,  and  delivery  of 
goods : — 

Seven  and  a half  per  cent,  on  the  sum  realized 
not  exceeding  £100;  five  per  cent,  on  the  next 
£200 ; four  per  cent,  on  the  next  £200 ; three  per 
cent,  on  the  next  £500 ; and  two  and  a half  per 
cent,  on  any  excess  over  £1,000.  A fraction  of 
£1  is  to  be  in  all  cases  reckoned  £1. 
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ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


Enclosure  C to  Appendix  No.  65. 


DISTRESS  FOR  RENT. 


TABLE  OF  DISTRAINT  FEES  CHARGEABLE  IN  ENGLAND  AND  WALES. 


(1)  Where  the  rent  demanded  and  due  does  not 
exceed  £20. 


For  levying  distress  03  0 

For  man  in  possession,  per  day  (to  provide 

his  own  board  in  every  case)  0 4 6 

For  appraisement  on  the  tenant’s  written 
request,  whether  by  one  broker  or  more, 

6d.  in  the  pound  on  the  value  as  appraised 
in  addition  to  the  amount  for  the  stamp. 

For  all  expenses  of  advertisement,  if  any  ...  0 10  0 
Catalogues,  sale  and  commission,  and  de- 
livery of  goods,  one  shilling  in  the  pound 
on  the  net  produce  of  the  sale. 

For  removal  at  tenant’s  request,  the  reason- 
able expenses  attending  such  removal. 


(2)  Where  the  rent  demanded  and  due 
exceeds  £20. 

For  levying  distress.  Three  per  cent,  on  any  sum 
exceeding  £20  and  not  exceeding  £50;  two  and  a 
half  per  cent,  on  any  sum  exceeding  £50  and  not 


exceeding  £200 ; and  one  per  cent,  on  any  additional 
sum. 

For  man  in  possession,  5s.  per  day  (to  provide  his 
own  board  in  every  case). 

For  advertisements,  the  sum  aotually  and  necessarily 
paid. 

For  commission  to  the  auctioneer.  On  sale  by  auction, 
seven  and  a half  per  cent,  on  the  sum  realized  not 
exceeding  £100;  five  per  cent,  on  the  next  £200; 
four  per  cent,  on  the  next  £200 ; and  on  any  sum 
exceeding  £500  three  per  cent,  up  to  £1,000;  and 
two  and  a half  per  cent,  on  any  sum  exceeding 
£1,000.  A fraction  of  £1  to  be  in  all  cases 
reckoned  £1. 

Reasonable  fees,  charges  and  expenses  where  distress 
is  withdrawn  or  where  no  sale  takes  place,  and  for 
negotiations  between  landlord  and  tenant  respecting 
the  distress. 

For  appraisement,  on  tenant’s  written  request, 
whether  by  one  broker  or  more,  6d.  in  the  pound 
on  the  value  as  appraised,  in  addition  to  the 
amount  for  the  stamp. 
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OBSERVATIONS  BY  THE  BOARD  OF  INLAND  REVENUE  UPON  THE  STATEMENTS  OF  EVIDENCE 
ON  THE  SUBJECT  OF  THE  TAXATION  OF  THE  CLERGY  OF  THE  CHURCH  OF  ENGLAND, 
SUBMITTED  TO  THE  ROYAL  COMMISSION  BY  THE  REVEREND  A.  G.  B.  ATKINSON,  THE 
RIGHT  REVEREND  GEORGE  NICK  SON,  LORD  BISHOP  OF  BRISTOL,  AND  THE  REVEREND 
CANON  FRANK  PARTRIDGE. 


I.  Evidence-in-Chief  of  the  Reverend  A.  G.  B. 

Atkinson. 

The  parochial  Clergy  (question  14,581). 

1.  This  paragraph  calls  for  little  comment.  As 
regards  Income  Tax,  the  suggestion  that  “ the 
burden  falls  more  heavily  upon  the  Clergy  than  on 
any  other  class  ” will  be  dealt  with  in  the  notes 
upon  the  succeeding  paragraphs,  which  presumably 
set  forth  all  the  grounds  of  any  importance  upon 
which  the  basis  of  assessment  of  clerical  incomes  is 
alleged  to  be  unfair. 

The  question  of  local  taxation  hardly  appears  to 
be  relevant.  The  circumstance  that  a tithe-owner’s 
income  would  be  larger  than  it  is  if  rates  were  not 
chargeable  in  respect  of  the  tithe  rent  charge  would 
seem  to  afford  no  reason  why  Income  Tax  should  not 
be  charged  upon  the  income  which  is  in  fact 
received. 

The  clergyman’s  “ ability  to  pay  ” (question  14,582). 

2.  A taxpayer’s  liability  to  Income  Tax  is  deter- 
mined by  his  ability  to  pay,  as  evidenced  by  the 
amount  of  his  income,  and  this  is  the  case  whether 
he  be  a clergyman  or  a layman.  And  the  burden 
is  adjusted  to  the  back  by  means  of  graduated  rates 
of  tax,  by  the  exemption  of  incomes  not  exceeding 
£130  per  annum,  by  the  abatement  allowances,  and 
by  the  various  statutory  deductions  by  reference  to 
personal  circumstances,  e.g.,  allowances  in  respect  of 
wife,  children  and  dependent  relatives. 

3.  All  these  reliefs  are  of  general  application 
within  the  income  limits  to  which  they  respectively 
apply.  It  is  urged,  however,  that  further  relief  is 
due  to  the  Clergy  because  they  are  subject  to  “a 
number  of  claims  which  do  not  fall  on  other  mem- 
bers of  the  community.”  It  is  admitted  that  the 
obligation  is  moral  rather  than  legal,  and  this  fact 
of  itself  would  make  it  most  difficult,  even  if  it  were 
considered  desirable,  to  determine  an  appropriate 
Income  Tax  allowance  in  any  individual  case  in 


respect  of  voluntary  expenditure  of  a charitable 
character. 

4.  Although  no  doubt  the  “ moral  obligation  ” 
may  be  more  generally  recognized  by  the  Clergy  than 
by  the  laity,  no  monopoly  of  charitable  liberality 
would  or  could  be  claimed  by  the  former,  and  it  is 
not  easy  to  see  how  their  claim  for  an  Income  Tax 
allowance  could  bo  met  without  admitting  a general 
all-round  relief  on  similar  grounds.  This  would 
give  rise  to  claims  from  almost  every  taxpayer, 
claims  which  it  would  be  practically  impossible  to 
verify,  and  which  might  prove  a fruitful  source  of 
fraud. 

5.  The  argument  that  a certain  standard  of  living 
is  necessary  to  the  Clergy,  and  that  regard  should 
bo  had  to  this  in  determining  their  liability  to  In- 
come Tax,  is  one  which  could  be  advanced  by  many 
classes  of  taxpayers,  e.g.,  the  professional  classes 
generally,  officers  of  His  Majesty’s  Forces,  and 
especially  the  widows  of  such  taxpayers.  In  any 
case  it  would  appear  to  be  out  of  the  question  to 
import  consideration  of  social  status  into  the  deter- 
mination of  Income  Tax  liability,  and  it  is  antici- 
pated that  any  proposals  in  that  direction  would 
meet  with  no  approval  from  the  general  body  of  tax- 
payers. 

The  parsonage  house  (questions  14,583-4). 

6.  The  clergyman  is  assessed  to  Income  Tax, 
Schedule  A,  in  respect  of  his  parsonage  upon  the 
annual  value,  i.e.,  the  rack  rent  at  which  it  is  worth 
to  be  let  by  the  year  and  from  this  value  a deduc- 
tion of  one-sixth  for  repairs  is  mado  every  year, 
whether  there  has  been  any  actual  expenditure  on 
repairs  or  not.  Moreover,  under  section  19  of  the 
Finance  Act,  1919,  and  Rule  8 of  No.  V,  in  Schedule 
A of  the  Income  Tax  Act,  1918,  where  the  expendi- 
ture, upon  the  average  of  the  preceding  five  years, 
in  respect  of  maintenance,  repairs  and  insurance  of 
the  house  is  proved  to  have  exceeded  the  statutory 
deduction  of  one-sixth,  repayment  of  tax  upon  the 
amount  of  the  excess  may  be  claimed.  This  further 
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relief  is  limited  to  houses  the  annual  value  of  which, 
as  adopted  under  Schedule  A,  does  not  exceed — 

(a)  where  the  house  is  situate  in  the  Metropoli- 
tan police  district,  including  the  City  of 
London,  £70; 

(5)  where  the  house  is  situate  in  Scotland, 
£60 ; and 

(c)  where  the  house  is  situate  elsewhere,  £52. 

The  great  hulk  of  the  parsonage  houses  are 
within  these  limits  of  annual  value. 

Apart  from  and  in  addition  to  the  foregoing  a 
deduction  is  made  for  Income  Tax  purposes,  up  to  a 
maximum  of  one-eighth  of  the  annual  value  of  the 
parsonage,  where  a part  of  the  house  is  used  mainly 
and  substantially  for  the  purposes  of  the  clergyman’s 
duty. 

7.  The  “ Recommendations  ” put  forward  (ques- 
tion 14,596)  include  a suggestion  that  “ the  allow- 
ance for  ‘ study  ’ be  increased  to  a sum  not  exceed- 
ing two-thirds  of  the  annual  value  of  the  house.” 

In  the  Board’s  opinion  there  is  no  ground  for  an 
increase  of  the  normal  maximum  of  one-eighth  in 
the  case  of  the  parochial  Clergy. 

The  question  is  whether  the  annual  value  of  the 
clergyman’s  “ study  ” represents  more  than  one- 
eighth  of  the  annual  value  of  his  house  and  this 
question  is  not  affected  by  the  circumstance  that 
some  Clergy  occupy  houses  which  are  larger  than 
they  need  or  desire,  or  by  the  fact  that  where  the 
professional  rooms  of  a doctor  or  dentist  actually 
represent  in  annual  value  two-thirds  of  his  house, 
he  is  allowed  an  Income  Tax  deduction  on  that  basis. 

The  tithe-owning  Clergy.  Assessment.  (questions 
14,585-7). 

8.  Where  the  tithe-owner  elects  for  direct  assess- 
ment in  respect  of  his  tithe,  as  is  done  in  the  great 
majority  of  cases,  the  Income  Tax  assessment  is 
based,  in  accordance  with  the  law,  upon  the  full 
annual  value  of  the  tithe  for  the  year  of  assessment, 
as  shown  by  the  Tables,  based  on  the  price  of  corn, 
&c.,  by  reference  to  which  the  amount  payable  in 
respect  of  tithe  rent  charge  is  computed.  It  is 
quite  immaterial  what  the  valuation  for  Poor  Rate 
purposes  may  be. 

Thus  the  owner  of  a tithe  rent  charge  of  £100 
would  have  been  assessed  for  1910-11  (the  last  year 
for  which  a general  re-assessment  to  Income  Tax, 
Schedule  A,  was  made)  in  the  gross  sum  of 
£70  7s.  8d.  and  under  the  continuation  clauses  in 
the  respective  Finance  Acts  this  assessment  will  have 
held  good  for  each  of  the  succeeding  years  notwith- 
standing the  considerable  increase  in  the  value  of 
the  tithe  (now  £109  3s.  lid.).  If  on  the  other  hand 
the  value  of  the  tithe  had  been  less  than 
£70  7s.  8d.)  for  any  of  the  succeeding  years  the 
assessment  would  have  been  reduced  to  the  actual 
value. 

From  the  gross  assessment  of  £70  7s.  8d.  a deduc- 
tion is  allowed  in  respect  of  (1)  any  actual  expendi- 
ture incurred  in  collecting  the  tithe  and  (2)  the  full 
amount  of  the  parochial  rates  charged  on  the  tithe, 
notwithstanding  the  fact  that  the  clerical  tithe- 
owner  pays  only  one-half  of  these  rates,  the  other 
half  being  paid  out  of  the  Imperial  Revenue. 

9.  The  position  may  be  illustrated  by  an  example. 
A tithe  rent  charge  of  £300  is  attached  to  a par- 
ticular benefice.  For  the  year  1918-19  the  clergy- 
man’s gross  income  from  the  tithe  is  £327  11s.  9d. 
(£109  3s.  lid.  x 3) ; out  of  this  he  pays,  say,  £15 
for  the  collection  of  the  tithe  and  £20,  one-half  of 
the  local  rates  charged  on  the  tithe;  his  net  income 
from  this  source  is,  therefore,  £292  11s.  9d.  Income 
Tax  for  the  year  1918-19  would,  however,  be  charge- 
able on  the  sum  of  £156  3s.  only — gross  assessment, 
£211  3s.  (£70  7s.  8d.  x 3),  less  £15  cost  of  collec- 
tion and  £40  rates  = £156  3s. 

It  will  be  seen  that,  even  *1f  for  1918-19  the  tithe 
rent  charge  had  been  assessed  upon  its  proper  value, 
£327  11s.  9d.,  the  clergyman  would  still  have  paid 
tax  upon  £20  less  than  bis  real  income  by  reason  of 
the  allowance  of  the  full  amount  of  the  rates  instead 
cf  the  half  paid  by  him. 


10.  The  various  points  under  this  heading  raised 
on  behalf  of  the  Clergy  may  be  dealt  with  more  par- 
ticularly as  follows : — 

(a)  The  argument  based  upon  the  effect  of  the 

Tithe  Act,  1918  (which  inter  alia  fixed  the 
value  of  the  tithe  rent  charge  for  the 
years  1919  to  1925  upon  the  1918  basis  of 
£109  3s.  lid.),  amounts  practically  to  the 
proposition  that,  because  a man  does  not 
receive  as  much  income  as  he  expected  or 
would  like  to  receive,  he  shall  not  be 
assessed  upon  the  full  amount  of  the  in- 
come which  he  does  in  fact  receive.  Or, 
in  other  words,  that  Parliament  by  a 
•preferential  and  illogical  reduction  of  the 
Income  Tax  charge  upon  the  Clergy  should 
augment  the  value  of  the  titbe  rent 
charge  which  Parliament  itself  has  fixed. 

(b)  It  is  not  the  case  that  in  the  majority  of  cases 

the  Poor  Rate  is  adhered  to  in  the  assess- 
ment of  real  property  to  Income  Tax.  The 
overwhelming  majority  of  properties  are 
let  to  tenants,  and  the  rack  rent  and  not 
the  Poor  Rate  valuation  is  the  basis  of  the 
Income  Tax  assessment.  Equally,  where  a 
property  is  in  the  occupation  of  the  owner 
it  is  the  annual  value,  i.e.,  the  rack  rent 
at  which  it  is  worth  to  be  let  by  the  year, 
which  is  the  basis  of  the  Income  Tax  assess- 
ment, and  where  the  Poor  Rate  valuation 
is  below  that  figure  it  would  not  be  adopted 
for  Income  Tax  purposes. 

The  suggestion  that  tithe  rent  charge 
bears  a greater  Income  Tax  burden  than 
other  forms  of  real  property  is  not  only 
incorrect,  but  is  the  reverse  of  the  truth. 
"Whether  the  tithe  rent  charge  is  properly 
rated  or  whether  it  ought  or  ought  not  to 
bear  local  rates  at  all  is  not  an  Income  Tax 
problem.  What  the  Income  Tax  is  con- 
cerned with  is  the  charging  of  tax  upon  the 
income.  Whether  that  income  is  more  or 
less  in  amount  than  it  ought  to  be  is  quite 
irrelevant. 

(c)  The  reference  to  the  Income  Tax  treatment 

of  farmers  does  not  assist  the  case  for  the 
Clergy.  It  is  no  part  of  the  Income  Tax 
scheme  to  assess  a farmer  upon  less  than 
the  full  amount  of  his  profits.  It  is  true 
that,  in  the  absence  of  election  by  the 
farmer  for  assessment  under  Schedule  D, 
upon  his  exact  figures,  he  is  automatically 
assessed  under  Schedule  B upon  an  arti- 
ficial statutory  estimate  of  profits,  but  it 
will  be  remembered  that  that  estimate  has 
been  raised  twice  in  recent  years  to  meet 
the  rise  in  farming  profits,  and  now 
stands  at  double  the  annual  value  of  the 
lands  farmed — six  times  the  pre-war  basis 
of  one-third  of  the  annual  value. 

( d ) The  non-saleable  character  of  the  tithe  rent 

charge  may  or  may  not  be  a matter  calling 
for  redress,  but  it  certainly  is  not  within 
the  scope  of  the  Income  Tax  law,  which 
necessarily  confines  itself  to  ascertaining 
the  amount  of  the  income. 

(e)  The  statutory  Income  Tax  allowance  of  one- 

eighth  of  the  annual  value  in  the  case  of 
lands  (inclusive  of  the  farmhouse  and  other 
buildings)  is  made  in  respect  of  the  cost 
of  the  maintenance  and  upkeep  of  the 
farmhouse,  buildings,  fences,  &c.  The 
allowance  is  based  upon  the  full  annual 
value,  inclusive  of  the  tithe  rent  charge, 
and  is  rightly  made  to  the  person  who  has 
to  maintain  the  property.  It  is  not  ap- 
parent why  a second  allowance  of  one- 
eighth  should  be  given  to  the  tithe  owner, 
and  still  less  wny  it  should  be  increased 
to  one-seventh  in  his  case,  where  there  is 
no  possibility  of  any  expense  of  repairs  or 
upkeep. 

11.  For  the  foregoing  reasons,  it  is  submitted  that 
the  Clergy  have  no  case  against  the  present  basis 
of  Income  Tax  assessment  upon  tithe  rent  charge. 
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On  the  other  hand,  the  Revenue — or  rather,  the 
general  body  of  taxpayers — have  a strong  case.  In 
the  Board’s  view,  the  Income  Tax  deduction  in  re- 
spect of  rates  should  unquestionably  he  limited  to 
the  amount  actually  paid  by  the  tithe  owner,  and  the 
Board  accordingly  suggest  an  alteration  of  the  exist- 
ing law  in  this  respect.  (See  Income  Tax  Act,  1918, 
Schedule  A,  No.  VII,  Rule  7 (1).) 

Easter  offerings  (question  14,588). 

12.  Any  doubts  as  to  the  law  in  regard  to  this 
source  of  clerical  income  were  removed  by  the  case  of 
Cooper  v.  Blakiston  (1909,  A.C.  104;  5 T.C.  347). 

Easter  offerings  are  taxable  as  profits  accruing  to 
the  clergyman  by  reason  of  his  office. 

13.  The  distinction  between  such  taxable  profits 
and  non-taxable  receipts  of  an  exceptional  or  purely 
personal  character  is  brought  out  in  the  judgment  of 
the  Lord  Chancellor,  which  was  as  follows:  — 

“The  Lord  Chancellor. — My  Lords,  I agree 
“ with  the  Court  of  Appeal.  The  only  question 
“ is,  whether  or  not  a sum  given  by  parishioners 
“ and  others  to  the  Vicar  at  Easter,  1905,  is 
“ assessable  to  Income  Tax  as  being  ‘ profits 
“ ‘ accruing  ’ to  him  ‘ by  reason  of  such  office.’ 

“ In  my  opinion,  where  a sum  of  money  is 
“ given  to  an  incumbent  substantially  in  respect 
“ of  his  services  as  incumbent,  it  accrues  to  him 
“ by  reason  of  his  office.  Here  the  sum  of  money 
“ was  given  in  respect  of  those  services.  Had  it 
“ been  a gift  of  an  exceptional  kind,  such  as  a 
“ testimonial,  or  a contribution  for  a specific 
“ purpose,  as  to  provide  for  a holiday,  or  a sub- 
“ scription  peculiarly  due  to  the  personal  quali- 
“ ties  of  the  particular  clergyman,  it  might  not 
“ have  been  a voluntary  payment  for  services, 
“ but  a mere  present. 

“ In  this  case,  however,  there  was  a continuity 
“ of  annual  payments  apart  from  any  special 
“ occasion  or  purpose,  and  the  ground  of  the  call 
“ for  subscriptions  was  one  common  to  all  clergy- 
“ men  with  insufficient  stipends,  urged  by  the 
“ Bishop  on  behalf  of  all  alike. 

“ What  you  choose  to  call  it  matters  little. 

“ The  point  is,  what  was  it  in  reality? 

“ It  was  natural,  and  in  no  way  wrong,  that 
“ nil  concerned  should  make  this  gift  appear  as 
“ like  a mere  present  as  they  could.  But  they 
“ acted  straightforwardly,  as  one  would  expect, 

“ and  the  real  character  of  what  was  done  ap- 
“ pears  clearly  enough  from  the  papers  m which 
“ contributions  were  solicited.” 

14.  These  Easter  offerings  are  clearly  taxable  in- 
come under  the  law  and  it  is  submitted  that,  so  long 
as  Income  Tax  is  to  be  charged  on  income,  they 
should  remain  chargeable.  The  circumstance  that 
the  offerings  are  not  legally  exigible  would  not  of 
itself  furnish  an  adequate  ground  for  their  exclusion 
from  the  computation  of  income.  They  are  received' 
by  the  clergyman  only  while  he  is  a clergyman  and 
because  he  is  a clergyman  and  it  is  not  seen  that  any 
reason  exists  for  ignoring  this  particular  ingredient 
in  the  total  clerical  income. 

Moreover,  it  would  not  be  logically  possible  to  give 
the  relief  desired  by  the  Clergy  of  the  Church  of 
England  without  going  further  and  admitting  non- 
liability in  respect  of  payments  not  legally  exigible 
made  to  other  Clergy,  with  the  result  in  some  cases 
of  removing  the  larger  part  or  the  whole  of  a clergy- 
man’s income  from  the  scope  of  the  Income  Tax 
charge,  e.g.,  in  the  case  of  the  Roman  Catholic 
Clergy. 

Dilapidations  (question  14,589). 

15.  It  is  not  seen  that  the  Clergy  have  any  possible 
claim  for  further  relief  from  Income  Tax  in  respect 
of  their  glebe,  glebe  houses,  farm  buildings,  &c., 
beyond  that  already  afforded  under  the  Income  Tax 
Acts. 

The  statutory  allowance  for  repairs  in  the  case  of 
lands,  inclusive  of  the  farmhouse  and1  other  buildings, 
is  one-eighth  of  the  annual  value,  and  where  the 
owner  of  the  land,  &c.,  shows  that  the  cost  to  him 
of  maintenance,  repairs,  insurance  and  management, 


according  to  the  average  of  the  preceding  five  years, 
has  exceeded  the  one-eighth  allowance  he  can  claim 
repayment  of  Income  Tax  on  the  amount  of  the  ex- 
cess. Moreover,  it  is  provided  that  the  term  “ main- 
tenance ” shall  include  the  replacement  of  farm- 
houses, farm  buildings,  cottages,  fences,  and  other 
works  where  the  replacement  is  necessary  to  maintain 
the  existing  rent.  (Income  Tax  Act,  1918,  Schedule 
A,  No.  V,  Rules  7 and  8.) 

16.  It  will  be  remembered  that  the  normal  allow- 
ance of  one-eighth,  which  is  given  every  year,  whether 
there  have  been  any  repairs  or  not,  is  calculated 
upon  the  full  annual  value  not  only  of  the  farmhouse 
and  buildings  but  of  the  land  as  well,  i.e.,  of  the  farm 
in  its  entirety,  thus  the  allowance  in  the  case  of  a 
farm  of  the  annual  value  of  £200  would  be  £25,  and 
if  on  the  average  of  the  five  preceding  years  the  re- 
pairs, &o.,  were  proved  to  have  amounted  to,  say, 
£60,  repayment  could  be  claimed  of  the  tax  upon 
£35  (the  excess  beyond  the  normal  allowance  of  one- 
eighth). 

The  parsonage  garden  (question  14,590). 

17.  The  statement  that  Schedule  B of  the  Income 
Tax  “ is  devised  to  meet  the  case  of  farmers  ” is  in- 
complete. Income  Tax  under  Schedule  B is  charged 
in  respect  of  the  occupation  not  only  of  farm  lands, 
but  also  of  all  other  lands,  e g.,  parks,  pleasure 
grounds,  and  amenity  lands  generally. 

A distinction  is  made  as  regards  the  quantum  of 
the  charge  between  (a)  lands  occupied  wholly  or 
mainly  for  the  purpose  of  husbandry  and  (h)  lands 
not  so  occupied.  In  the  former  case  the  “ assessable 
value  ” upon  which  Income  Tax  is  charged  is  twice 
the  annual  value,  in  the  latter  case  it  is* the  single 
annual  value. 

The  parsonage  gardens  now  in  question  fall  within 
the  latter  class  and  are  chargeable  on  the  single  value 
basis. 

It  is  not  seen  that  there  is  any  sufficient  ground  for 
preferential  treatment  of  these  as  compared  with 
similar  gardens,  pleasure  grounds,  &c.,  in  lay  occupa- 
tion. 

Parochial  helpers  (question  14,591). 

IS.  The  admissibility  of  deductions  for  Income  Tax 
purposes  in  respect  of  payments  by  a clergyman  to  his 
assistants  is  governed  by  two  separate  statutory  pro- 
visions : — 

(a)  Under  the  Income  Tax  Act,  1918,  General  Rules, 
No  z",  a deduction  is  allowed  for  expenses  incurred  by 
a clergyman  wholly,  exclusively  and  necessarily  in  the 
performance  of  his  duties  as  clergyman.  This,  how- 
ever, covers  only  expenses  incurred  in  his  personal 
performance  of  the  duty  and  not  payments  to  other 
people  for  performing  part  of  the  duty  for  him 
(Lothian  v.  Macrae,  2 Tax  Cases,  65;  Jardine  v. 
Gilhspie,  5 Tax  Cases,  263). 

(b)  Under  Rule  4 of  No.  VIII  of  Schedule  A of  the 
Income  Tax  Act,  1918,  an  incumbent  is  authorized 
to  deduct  Income  Tax  from  any  stipend  paid  by  him 
out  of  income  taxed  under  Schedule  A,  to  a licensed 
curate,  i.e.,  a curate  licensed  to  the  particular  parish 
(such  stipend  is  by  ecclesiastical  law  a charge  upon 
the  income  of  the  benefice).  In  practice  effect  is  given 
to  the  Rule  by  allowing  the  incumbent  to  deduct  the 
curate’s  stipend  as  an  expense  in  the  computation  of 
his  Income  Tax  liability.  He  then  pays  the  stipend 
in  full  to  the  curate  and  the  latter  is  directly  assessed. 

19.  It  will  be  seen  from  the  foregoing  that  strictly 
there  is  no  legal  provision  for  the  allowance  as  an 
expense  for  Income  Tax  purposes  of  payments  to  any 
assistants  other  than  licensed  curates. 

The  Board  of  Inland  Revenue  have,  however,  in 
certain  cases  where  claims  have  come  before  them 
offered  no  objection  to  allowances  in  respect  of  pay- 
ments made  by  clergymen  to  licensed  lay  workers 
employed  by  them  to  assist  in  the  administration  of 
their  religious  functions — lay  readers  and  deaconesses. 

29.  On  the  other  hand  the  Board  have  not  found 
themselves  able  to  acquiesce  in  claims  for  the  deduc- 
tion of  all  expenditure  on  lay  assistance  that  clergy- 
men have  in  fact  incurred.  For  instance,  it  some- 
times happens  that  a clergyman  with  private  means 
spends  a large  part  of  the  income  of  his  benefice  in 
supplying  to  his  parishioners  services  which  do  not 
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fall  within  the  duties  necessarily  attaching  to  his 
office,  and  include  services  of  a secular  character, 
such  as  those  of  a nurse,  health  visitor,  relief 
assistant. 

The  Board  do  not  consider  that  expenditure  of  this 
kind  could  reasonably  be  admitted  as  a deduction  for 
Income  Tax  purposes.  It  appears  to  be  of  the  nature 
of  private  charity  rather  than  an  expense  necessarily 
incurred  in  connection  with  the  clergyman’s  duties, 
and  has  its  analogies  in  private  expenditure  of  a 
similarly  beneficial  character  incurred  by  laymen,  e.g., 
subscriptions  to  hospitals  and  dispensaries,  main- 
tenance of  district  nurses,  village  reading  rooms,  for 
which  no  Income  Tax  allowance  can  be  made. 

21.  The  Board  would  suggest  the  desirability  of 
meeting  the  claim  now  put  forward  on  behalf  of  the 
Clergy  by  providing  specifically  for  a deduction  in 
respect  of  payments  for  licensed  lay  workers  engaged 
to  assist  the  Clergy  in  the  administration  of  their 
religious  functions — lay  readers  and  deaconesses. 
This  would  secure  uniformity  of  practice  and  regu- 
larize the  position. 

Collection  of  tax  (question  14,592). 

22.  The  Income  Tax  year  ends  on  the  5th  April, 
and  xhe  tax  charged  in  respect  of  tithe  rent  charge 
is  payable  in  two  equal  instalments,  the  first  on  or 
before  the  1st  January  within  the  year  of  assessment 
and  the  second  on  or  before  the  following  1st  July. 

The  tithe  owner  is  not  required  to  pay  any  tax 
until  1st  January,  when  practically  three-fourths  of 
the  Income  Tax  year  have  elapsed,  and  then  he  pays 
only  half  the  year’s  tax,  that  is  the  equivalent  of  tax 
on  a half-year’s  tithe;  and  he  does  not  pay  the  other 
half  until  1st  July,  practically  three  months  after 
the  end  of  the  Income  Tax  year. 

In  these  circumstances  there  does  not  appear  to  be 
any  such  Income  Tax  hardship  as  is  suggested  in  the 
evidence. 

The  Board  of  Inland  Revenue  are  not  aware  of  any 
general  difficulty  or  delay  in  the  collection  of  tithe 
rent  charge. 

Inspection  of  tax  books  (question  14,593). 

23.  The  suggestion  that  as  regards  assessments  to 
Income  Tax,  Schedule  A,  the  Clergy  are  at  a dis- 
advantage as  compared  with  other  taxpayers  receiving 
income  chargeable  under  that  Schedule  has  already 
been  dealt  with  (paragraph  10  (b)  above). 

24.  The  Income  Tax  Acts  do  not  afford  to  taxpayer 
M any  right  to  inspect  the  Schedule  A assessment 
upon  taxpayer  N,  and  this  must  necessarily  be  the 
case. 

It  would  be  out  of  the  question  for  M to  be  in  a 
position  to  gratify  his  curiosity  as  to  N’s  private 
affairs,  e.g.,  whether  his  property  is  or  is  not  subject 
to  a mortgage,  the  approximate  amount  of  his  total 
income — particulars  which  an  intelligent  inspection 
of  the  assessment  would  at  once  reveal. 

The  law  prescribes  an  equal  basis  for  the  assess- 
ments under  Schedule  A and  it  lies  with  the  various 
persons  concerned  with  the  administration  of  the 
Income  Tax  to  see  that  the  assessments  are  made  in 
accordance  with  the  legal  requirements. 

25.  The  proposal  put  forward  conveys  the  sugges- 
tion xhat  a clergyman  in  parish  X is  paying  too  much 
Income  Tax  under  Schedule  A because  some  other 
taxpayer  is  under-assessed  in  respect  of  property  in 
the  wme  parish. 

The  Board  do  not  admit  the  suggestion  of  under- 
assessments to  the  special  prejudice  of  the  Clergy  and 
in  any  case  the  alleged  clerical  grievance  would  not  be 
met  by  an  inspection  of  the  Schedule  A assessments 
for  a particular  parish. 

26.  The  Income  Tax  is  not  a local  impost  and  a 
clergyman  in  Penzance  might  be  aggrieved  by  an 
under- assessment  of  property  in  Pontefract  as  much 
as  by  an  under-assessment  in  Penzance. 

Also  he  might  be  equally  affected  by  an  under-assess- 
ment (Schedule  D)  of  trade  profits  in  Portsmouth. 

Carried  to  its  logical  conclusion  the  suggestion  put 
forward  would  lead  to  every  taxpayer  being  given  the 
right  of  appealing  against  any  other  taxpayer’s 
Income  Tax  assessment. 


Machinery  (question  14,594). 

27.  Form  88  E.C.  is  sent  annually  to  clergymen  of  ’ 
the  Church  of  England  to  enable  them  to  claim 
certain  reliefs  which  are  of  general  and  annual  appli- 
cation, e.g.,  earned  and  unearned  income  relief,  abate- 
ment, allowances  for  Life  Assurance  premiums,  wife, 
children. 

Ceitain  special  reliefs  to  clergymen  are  dealt  with 
in  separate  forms,  which  are  supplied  upon  request. 
These  special  reliefs  are  believed  to  be  well  known 
to  the  Clergy,  but  if  there  is  a general  desire  for  their 
enumeration  upon  Form  38  E.C.  this  could,  of  course, 
be  done,  though  at  the  risk  of  criticism  from  those 
who  press  for  the  simplification  of  Income  Tax  forms. 

28.  As  regards  the  item  tithes,  no  directions  are 
given  on  Form  38  E.C.  Special  forms  are  issued, 
whenever  there  is  a general  re-assessment  of  property 
chargeable  to  Income  Tax  under  Schedule  A,  for 
returns  in  respect  of  tithe  rent  charges  and  claims  in 
respect  of  expenses  admissible  as  deductions,  e.g., 
rates,  land  tax,  cost  of  collection,  repairs  to  chancel 
and  other  ecclesiastical  charges. 

As  is  explained  in  paragraph  8 above,  these  assess- 
ments stand  for  succeeding  years  until  there  is  another 
general  re-assessment,  and  it  is,  of  course,  the  net 
figure  after  the  deduction  of  the  expenses  which  is 
returnable  on  Form  38  E.C.  as  the  income  from 
tithes. 

29.  With  reference  to  the  correspondence  in  the 
particular  case  mentioned  in  the  evidence,  it  will 
be  observed  that  the  Surveyor  of  Taxes  explained 
that  the  allowances  due  had  been  made,  and  suggested 
an  interview  with  a view  to  affording  any  further 
information  which  might  be  desired.  Moreover,  the 
Board  understand  that  the  form  of  claim  asked’  for, 
No.  72,  was  in  fact  sent  to  this  clergyman  in  dune 
last,  and  that  up  to  a recent  date  no  claim  had  been 
preferred  by  him. 

The  Board  are  not  aware  of  any  grounds  which 
would  justify  a suggestion  that  there  is  any  failure 
on  the  part  of  the  Surveyors  to  assist  the  Clergy, 
as  well  as  other  taxpayers,  in  arriving  at  their  correct 
liability  to  Income  Tax. 

The  exemption  limit  (question  14,595). 

30.  This  is  a general  question  upon  which  official 
evidence  has  already  been  submitted  to  the  Royal 
Commission. 

In  the  Board’s  view  the  exemption  limit,  at  what- 
ever figure  it  may  ultimately  be  fixed,  must  necessarily 
be  of  general  application  irrespective  of  any  alleged 
requirements  incidental  to  the  social  position  of 
particular  sections  of  the  community. 

Recommendations  (question  14,596). 

31.  These  have  been  considered  in  the  preceding 
paragraphs. 

Postcript.  Mortgages  (question  14,597). 

32.  Under  the  general  rules  and  principles  of  the 
Income  lax  no  deduction  is  allowable  in  respect  of 
capital  expenditure,  and  the  prohibition  applies  to 
capital  expenditure  spread  over  a period  of  years 
equally  with  such  expenditure  in  the  form  of  an 
immediate  lump  sum  payment. 

Also  no  modification  of  the  rule  is  permitted  by 
reason  of  the  compulsory  application  of  income  to  the 
specific  purpose  of  providing  annual  sums,  by  way  of 
a sinking  fund  or  otherwise,  for  the  extinction  of  a 
mortgage  debt.  {City  of  Dublin  Steam  Packet  Com- 
pamj  v.  O’Brien  (1912),  6 Tax  Cases,  lDl). 

33.  As  regards  the  farmhouses  and  buildings  owned 
by  the  Clergy,  it  will  be  remembered  that  an  Inoome 
Tax  allowance  is  made  not  only  for  the  cost  of  the 
ordinary  maintenance,  repairs,  insurance  and  manage- 
ment, but  also  for  the  replacement  of  farmhouses, 
farm  buildings,  cottages,  fences  and  other  works 
where  the  replacement-  is  necessary  to  maintain  the 
existing  rent. 

The  Board  are  unable  to  support  a claim  for  a 
further  preferential  allowance  to  the  Clergy  in  respect 
of  capital  expenditure  upon  additions  or  improve- 
ments. 
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II.  Evidence-in-chief  of  the  Right  Reverend 
George  Nickson,  Lord  Bishop  of  Bristol. 

The  case  for  the  Bishops  (questions  i 3,269-13,271). 

34.  The  statutory  deduction  allowed  to  a clergyman 
in  respect  of  the  rent  or  annual  value  of  the  part 
of  his  dwelling-house  which  is  used  mainly  and  sub- 
stantially for  the  purposes  of  his  duty  as  clergyman 
is  limited  to  a maximum  of  one-eighth  of  such  rent 
or  annual  value. 

Although  the  Board  have  no  reason  to  regard  this 
limit  as  inadequate  in  the  case  of  the  parochial  Clergy 
generally  they  feel  that  a larger  allowance  might 
fairly  be  made  to  meet  special  circumstances  such  as 
those  of  the  Bishops.  They  would  accordingly  suggest 
that  the  one-eighth  be  retained  as  the  normal  maxi- 
mum and  that  power  be  given  to  the  Income  Tax 
Commissioners  to  exceed  that  limit  in  the  exceptional 
cases  in  question  and  to  allow  a deduction  in  respect 
of  the  rent  or  annual  value  of  so  much  of  the 
residence  as  is  proved  to  their  satisfaction  to  be  used 
mainly  and  substantially  for  the  purposes  of  the 
Bishop’s  duty.  At  the  same  time  it  would  in  the 
Board’s  view  be  equitable  to  provide  for  an  allowance 
in  all  cases  of  expenses,  such  as  the  cost  of  service, 
fuel,  light,  &c.,  incurred  in  connection  with  the  part 
of  the  residence  which  is  used  for  the  purposes  of  the 
duty  and  in  respect  of  which  a deduction  is  allowed 
for  Income  Tax  purposes. 

Allowances  for  repairs  (question  13,272). 

35.  As  regards  the  part  of  the  residence  which  is 
not  used  for  the  purpose  of  the  Bishop’s  duty,  it  is 
not  seen  that  there  is  any  ground  for  preferential 
treatment  of  the  B’shop  as  compared  with  any  other 
owner  whose  residence  is  expensive  to  maintain,  e.g., 
the  owners  of  various  historic  mansions. 

36.  On  the  other  hand,  as  regards  the  part  of  the 
residence  which  is  used  mainly  and  substantially  for 
the  purpose  of  the  Bishop’s  duty,  the  expense  of 
repairs  and  maintenance  may  perhaps  be  regarded 
as  analogous  to  the  similar  expense  incurred  by  a 
tradesman  or  professional  man  in  respect  of  his 
business  premises.  In  cases,  therefore,  where  the 
actual  cost  of  repairs  and  maintenance  of  the 
residence  is  not  covered  by  the  statutory  allowances 
as  described  above — (see  paragraph  6),  it  would  seem 
reasonable  to  allow  to  all  clergymen,  whose  residences 
are  of  annual  values  beyond  the  limits  within  which 
maintenance  repayment  claims  may  be  made,  a 
deduction  in  respect  of  so  much  of  the  excess  as  is 
attributable  to  the  part  of  the  residence  used  for 
the  purposes  of  the  duty. 

Private  incomes  and  Super-tax  (question  13,273). 

37.  Super-tax  is  simply  an  additional  Income  Tax 
and  necessarily  attaches  to  the  income  as  determined 
for  Income  Tax  purposes.  Any  allowances  made  in 
the  computation  of  the  Income  Tax  liability  apply 
equally  for  Super-tax  purposes  and  there  would 
appear  to  be  no  ground  whatever  for  any  variation 
of  the  normal  basis  of  Super-tax  charge  in  favour 
of  the  Bishops. 

Official  subscriptions  and  official  hospitality  (question 
13,274). 

38.  The  observations  above  (see  paragraphs  3 and 
4)  apply  to  the  claim  put  forward  on  behalf  of  the 
Bishops. 

39.  The  mention  of  the  allowance  of  a deduction 
to  a trader  in  respect  of  his  subscription  to  an 
infirmary,  where  he  may  send  his  workpeople  if 
injured,  seems  hardly  to  be  in  point. 

The  trader’s  profits  depend  largely  upon  the 
activities  of  his  workpeople;  the  wages  paid  to  them 
are  paid  with  a view  to  the  earnings  of  profits,  and 
other  payments  to  secure  their  well-being  and 
efficiency  may  he  regarded  as  in  augmentation  of 
the  cost  of  wages  and  made  with  a similar  view. 

The  Bishop’s  income  is  not  derived  from  the 
activities  of  the  Clergy  in  his  diocese,  nor  is  he 
responsible  for  the  payment  of  their  stipends,  and 
it  is  not  seen  why  his  contributions  towards  their 
welfare  should  be  allowed  as  a deduction  for  Income 
Tax  purposes  when  similar  contributions  by  laymen 
are  not  so  allowed. 


40.  As  regards  hospitality,  the  case  of  the  Bishop 
is  not  like  that  of  the  Mayor  who  receives  an  allow- 
ance for  the  purpose  of  hospitality. 

The  Bishop  receives  an  income,  some  part  of  which 
he  expends  in  hospitality.  In  this  respect  he  is  not 
unlike  other  taxpayers. 

The  amount  of  the  expenditure  in  hospitality  will 
necessarily  vary  with  the  circumstances,  pecuniary 
and  otherwise,  of  the  individual  Bishop.  No  doubt 
some  hospitality  is  expected  from  a Bishop,  and  the 
obligations  of  custom  are  especially  strong  in  his 
case.  On  the  other  hand,  many  taxpayers,  by  reason 
of  their  position  and  means,  are  expected  to,  and  do, 
entertain.  Many  of  them  are  forced,  by  reason  of 
the  high  taxation  due  to  the  war,  to  curtail  their 
expenditure  in  hospitality,  but  it  would  hardly  be 
suggested  that  any  relief  from  Income  Tax  should 
be  afforded  to  them  in  this  respect,  or,  in  other 
words,  that  they  should  receive  a subsidy  in  aid 
of  their  entertaining  from  the  State,  i.e.,  from  the 
general  body  of  taxpayers. 

Recommendations  (question  13,275). 

41.  These  have  been  considered  in  the  preceding 
paragraphs. 

III.  Evidence-in-Chief  of  the  Reverend  Canon 
Frank  Partridge. 

Memorandum  by  the  Central  Board  of  Finance  of 
the  Church  of  England  (questions  14,826-14,832). 

42.  The  main  points  raised  in  this  memorandum 
have  already  been  dealt  with  in  connection  with  the 
preceding  evidence  on  this  subject. 

The  following  observations  are  offered  on  certain 
minor  points  which  were  not  specifically  raised  in 
the  preceding  evidence. 

Election  to  be  assessed  under  Schedule  D for  profits 
of  garden  (question  14,829). 

43.  Reduced  to  its  simplest  terms,  the  proposal  put 
forward  is  that  the  Clergy  should  be  relieved  of  the 
Income  Tax  charge  under  Schedule  B which  is 
imposed  in  respect  of  the  occupation  of  amenity 
lands  generally. 

The  case  put  is  that  the  garden  lands  are  a source 
of  expense  to  the  clergyman  and  produce  no  profit. 
It  is  then  suggested  that  he  be  allowed  to  elect  for 
assessment  under  Schedule  D upon  the  profits.  The 
profits  are  ex  hypothesi  nil,  and  he  would,  of  course, 
elect  for  a nil  assessment  under  Schedule  D. 

Test  whether  voluntary  gifts  are  to  be  regarded  as 
income  (question  14,830). 

44.  Paragraphs  12-14  above  deal  with  the  question 
of  liability  in  respect  of  Easter  offerings  and  the 
tests  to  be  applied  in  distinguishing  between  taxable 
profits  and  non-taxable  receipts. 

The  suggestion  now  made  is  that,  “ in  the  case  of 
a gift  to  a clergyman,  there  should  be  a presumption 
that  it  is  a gift  to  him  in  his  individual  capacity, 
unless  and  until  it  is  proved  to  be  intended  by  the 
donor  to  be  a gift  to  the  holder  of  the  office  (if  any) 
which  he  holds.” 

This  suggestion  embodies  the  reverse  of  the  normal 
probabilities. 

45.  In  the  ordinary  course,  the  regular  contribu- 
tions of  parishioners  for  the  benefit  of  the  incumbent, 
though  not  legally  exigible  by  him,  are  made  in 
recognition  of  his  services  as  incumbent.  But,  as 
being  not  legally  exigible,  they  are  “ gifts,”  and 
under  the  suggestion  put  forward  they  must  be  pre- 
sumed to  be  of  a purely  personal  character;  it  would, 
therefore,  devolve  upon  the  taxing  authority  to 
prove  in  each  case  that  they  really  arise  by  reason 
of  the  office. 

46.  Such  proposals  are  quite  impracticable.  The 
tests  to  apply,  as  laid  down  by  the  Courts,  are,  in 
the  Board’s  opinion,  at  once  reasonable  and  adequate. 
Occasional  border  line  cases  may,  of  course,  arise 
from  time  to  time,  but  it  will  be  remembered  that 
the  clergyman  can  always  appeal  to  the  District 
Commissioners  if  he  is  unable  to  acquiesce  in  the 
view  taken  by  the  Surveyor. 
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Appendix  No.  67. 


MEMORANDUM  BY  THE  BOARD  OF  INLAND  REVENUE  REGARDING  (A)  THE  INCOME  TAX 
CHARGE  IN  CASES  WHERE  A RENT  PAID  IN  RESPECT  OF  PROPERTY  IS  IN  EXCESS  OP 
THE  ANNUAL  VALUE  AS  ASSESSED  UNDER  SCHEDULE  A,  AND  (B)  THE  TENANT'S 
EIGHT  OF  DEDUCTION  OF  INCOME  TAX  FROM  RENT. 


(A)  Bent  paid  in  excess  oi  annual  value  as  assessed 
under  Schedule  A. 

1.  The  basis  for  estimating  the  annual  value  of  real 
property  is  provided  by  the  “ General  Rule  ” of  No. 
1,  Schedule  A,  and  is  the  rent  at  which  the  property 
is  let  at  rackrent  by  agreement,  commencing  within 
the  seven  preceding  years,  or  if  it  is  not  let  at  such 
a rackrent,  the  rackrent  at  which  it  is  “ worth  to  be 
let.”  From  the  rackrent  or  annual  value  a deduc- 
tion is  normally  made,  to  arrive  at  the  amount  on 
which  tax  is  to  be  collected,  of  one-sixth  (houses)  or 
one-eighth  (lands)  in  respect  of  the  cost  of  repairs. 
In  the  normal  case,  therefore,  the  rent  paid  for  a 
property  is  not  in  excess  of  the  annual  value  as 
assessed  under  Schedule  A. 

2.  There  is,  however,  a class  of  case  where  an  excess 
of  rent  over  the  Schedule  A annual  value  does  exist, 
and  the  problem  which  it  is  desired  to  bring  to  the 
notice  of  the  Royal  Commission  in  the  following 
paragraphs  relates  to  the  question  of  charging  In- 
come Tax  on  this  excess  rent. 

3.  The  case  arises  normally  where  a property  is 
leased  by  A to  B and  then  sub-let  by  B to  C.  It 
sometimes  happens  that  the  rent  which  B pays  to  A 
is  larger  in  amount  (i)  than  the  rent  which  B receives 
from  C,  or  (ii)  than  the  amount  on  which  tax  under 
Schedule  A is  charged  in  respect  of  the  premises. 

4.  In  a concrete  case  which  has  recently  come  undei 
the  notice  of  the  Board  of  Inland  Revenue,  the 
figures  were  approximately  as  follows: — A,  the 
superior  landlord,  leased  premises  to  B at  an  annual 
rental  of  £100,  B sub-let  to  a tenant  C at  £75,  while 
the  net  amount  on  which  tax  was  paid  under  Schedule 
A in  respect  of  the  premises  was  £75. 

5.  In  these  circumstances  C the  tenant-occupier  is 
charged  with  and  pays  Schedule  A tax  on  £75,  and 
when  paying  the  rent  of  £75  to  his  landlord  B de- 
ducts tax  at  the  standard  rate  from  that  rent. 

6.  When  B as  tenant  comes  to  pay  his  lease  rent  of 
£100  to  his  landlord  A,  his  right  of  deduction  of  tax 
from  that  rent  is  limited  by  Rule  4 (1)  of  No.  VIII, 
Schedule  A,  of  the  Income  Tax  Act,  1918,  to  the  tax 
which  he  has  himself  suffered  in  respect  of  the  pro- 
perty, i.e.,  in  the  present  case  the  tax  on  £75.  B 
thus  pays  to  A £75  under  deduction  of  tax  and  £25 
in  full,  and  the  Board  of  Inland  Revenue  are  ad- 
vised that  under  the  existing  law  the  annual  value 
of  the  property  as  assessed  under  Schedule  A is  the 
measure  of  the  Income  Tax  liability,  and  that  there 
are  no  means  by  which  tax  can  be  recovered,  in  the 
circumstances  stated  above,  on  the  excess  of  the  rent 
over  the  Schedule  A assessment.  In  other  words, 
A receives  an  income  of  £25  free  of  liability  to  In- 
come Tax  (or  Super-tax). 

7.  It  has  been  considered  whether  this  excess  rent 
might  be  charged  with  tax  in  the  hands  of  the 
recipient  under  Rule  7 of  No.  II,  Schedule  A,  but  the 
Board  are  advised  that  this  is  not  the  case.  This 
question  of  excess  rent  is  one  which  is  apt  to  arise 
especially  in  connection  with  licensed  houses. 

8.  It  is  suggested  that  the  anomaly  of  allowing  tax 
on  the  excess  rent  to  escape  assessment  should  be 
remedied.  A simple  remedy  would  be  to  make  the 
excess  rent  (less  an  allowance  for  repairs  if  the  cost 
of  repairs  is  borne  by  the  person  receiving  the  excess 
rent)  assessable  under  Case  VI  of  Schedule  D.  In 
this  connection  it  will  be  observed  that  in  the  evi- 
dence which  the  Board  have  put  forward  for  the  con- 
sideration of  the  Royal  Commission  on  the  “ aver- 
age ” question,  it  is  suggested  that  the  miscellaneous 
profits  from  lands  chargeable  under  Rule  7 of  No.  II, 
Schedule  A,  should  be  transferred  to  Case  VI  of 
Schedule  D (questions  15,136  to  15,138). 

9.  A similar  question  is  referred  to  in  the  evidence- 
in-ch'ief  of  Mr.  G.  F.  Howe,  Presiding  Special  Com- 
missioner of  Income  Tax,  in  the  paragraphs  headed 
“ Income  Tax — Void  Properties,”  and  the  Board  of 
Inland  Revenue  associate  themselves  with  the  obser- 


vations which  Mr.  Howe  makes  on  this  subject 
(questions  13,461  to  13,465). 

10.  It  is  not  suggested  that  an  excess  rent  should 
be  made  chargeable  if  it  has  arisen  during  the  period 
between  two  general  re-assessments  of  the  properties 
in  the  neighbourhood.  If  this  were  done  it  would 
merely  result  in  effect  in  re-assessing  such  properties 
as  may  have  been  re-let  at  an  enhanced  rent  since  the 
last  general  re-assessment.  Any  such  action  would 
conflict  with  the  legal  provision  for  continuing  during 
the  years  intervening  between  two  years  of  general 
re-assessment  the  annual  values  fixed  in  the  earlier 
of  such  two  years.  It  is  accordingly  proposed  that 
any  such  charge  in  respect  of  excess  rent  should  be 
restricted  to  excess  rents  existing  at  the  timo  of  a 
general  re-assessment. 

11.  It  is  suggested  that  the  proposed  charge  on 
excess  rents  should  apply  not  only  outside  the  Metro- 
politan Area  but  also  to  the  Administrative  County 
of  London,  where,  under  the  Valuation  (Metropolis) 
Act,  1869,  the  gross  value  in  the  valuation  list 
governs,  in  general,  the  assessment  under  Schedule 
A.  Under  that  Act  the  gross  value  in  the  valuation 
list  is  not,  in  the  case  of  properties  that  are  let,  the 
rent  at  which  they  are  let,  as  is  the  case  under 
Schedule  A of  the  Income  Tax  Acts,  but  the  annual 
rent  which  a tenant  might  reasonably  be  expected, 
taking  one  year  with  another,  to  pay  for  an  heredita- 
ment, if  the  tenant  undertook  to  pay  all  usual 
tenant’s  rates  and  taxes  and  tithe  commutation  rent 
charge,  if  any,  and  if  the  landlord  undertook  to  bear 
the  cost  of  repairs  and  insurance  and  the  other  ex- 
penses, if  any,  necessary  to  maintain  the  heredita- 
ment in  a state  to  command  that  rent.  It  frequently 
happens  that  a rent  actually  paid  is  regarded  as  a 
“ fancy  ” rent,  and  the  gross  value  is  fixed  at  a lower 
amount,  as  being  the  annual  rent  that  the  property 
is  worth.  In  this  way,  excess  rents,  often  of  large 
amount,  are  common  in  the  Metropolis. 

(B)  Tenant's  right  of  deduction  of  Income  Tax  from 
rent. 

12.  Under  Rule  1 of  No.  VIII,  Schedule  A,  a 
tenant-occupier  of  any  lands,  tenements,  &c.,  on  pay- 
ing rent  is  entitled  to  deduct  therefrom  the  tax  on 
the  amount  of  such  rent,  provided  that  he  shall  not 
deduct  any  greater  sum  than  is  charged  upon  the  pro- 
perty under  Schedule  A and  paid  by  him. 

The  Board  have  always  considered  that  this  right 
of  deduction  is  not  affected  by  the  provisions  of  Rule 
7,  No.  V,  Schedule  A,  under  which  the  amount  of  a 
Schedule  A assessment  is  in  certain  circumstances  re- 
duced for  the  purposes  of  collection  by  one-sixth  or 
one-eighth,  and  that  where  the  amount  of  the  net 
assessment  as  thus  reduced  is  not  greater  than  the 
amount  of  the  rent  the  tenant  is  still  entitled  to  de- 
duct the  whole  of  the  tax  paid.  It  follows  that  if  the 
rent  is  less  than  the  annual  value  adopted  for  the 
purposes  of  the  gross  Schedule  A assessment  the  land- 
lord does  not  get  the  full  benefit  of  the  reduction 
allowed  by  Rule  7,  No.  V,  Schedule  A,  and  while  in 
many  cases,  e.g.,  premises  let  on  repairing  leases,  the 
landlord  has  no  claim  to  the  reduction  in  question, 
there  are  other  cases  where  he  is  deprived  of  ar  allow- 
ance to  which  he  is  equitably  entitled. 

13.  A number  of  instances  may  be  cited  to  show  the 
inequity  which  arises  from  the  law  as  it  at  present 
stands. 

Premises  are  let  for  £250  per  annum,  owner  repair- 
ing, to  a tenant  who  effects  certain  improvements. 
The  annual  value  in  consequence  of  such  improve- 
ments is  in  excess  of  the  rent  and  is  assessed  for  pur- 
poses of  Schedule  A at  £300,  from  which  an  allowance 
of  one-sixth  is  made,  leaving  a net  sum  of  £250  on 
which  the  tenant  pays  tax  under  Schedule  A.  The 
whole  of  this  tax  can,  be  stopped  from  the  landlord, 
although  out  of  the  £250  rent  received  by  him  he  may 
be  put  to  appreciable  expense  for  repairs. 
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A factory  is  let  at  £150  per  annum,  landlord  repair- 
ing. The  tenant  instals  machinery  and  the  property 
is  assessed  at  £180,  to  include  the  value  of  such  fixed 
machinery.  One-sixth  is  allowed  for  repairs  and  the 
tenant  pays  tax  on  £150,  the  whole  of  which  he  can 
stop  from  the  landlord. 

In  both  of  these  cases  the  landlord  is  deprived 
of  the  benefit  of  the  repairs  allowance,  which  it  must 
be  assumed  it  was  intended  by  the  Legislature  that 
he  should  have. 

14.  The  inequitable  result  of  the  present  provision 
is  the  cause  of  frequent  complaint,  and  it  is  sub- 
mitted that  the  case  calls  for  a remedy  which  will 
oonfine  the  tenant’s  power  of  deduction  to  a sum 
computed  on  the  rent  less  an  appropriate  deduction 
for  repairs. 

15.  A similar  inequity  arises  in  regard  to  tithe 
rent  charge  where  the  net  amount  on  which  a pro- 
perty is  assessed  is  greater  than  the  rent  less  the 
tithe  rent  charge  and  the  appropriate  allowance  for 
repairs. 

Under  the  Income  Tax  Act  of  1842,  tithe  rent 
charge  was  assessable  as  part  of  the  annual  value  of 
the  lands,  and  the  landowner  was  entitled  to  deduct 
from  his  payment  of  the  tithe  rent  charge  the  appro- 
priate proportion  of  the  tax  suffered  by  him  in 
respect  of  the  lands  under  Schedule  A (Income  Tax 
Act,  1842,  Schedule  A,  No.  IV,  Rule  10). 

Rule  7 of  Schedule  A,  No.  VII,  of  the  Income 
Tax  Act  of  1918  gives  power  to  the  General  Com- 
missioners, if  the  owner  of  a tithe  rent  charge  so 
desires  and  they  think  fit,  to  assess  the  tithe  owner 
directly  in  respect  of  the  tithe  rent  charge,  which 
in  that  case  is  allowed  to  be  deducted  in  assessing 
the  lands  charged  therewith  under  Schedule  A. 
This  course  is  now  almost  universally  followed. 

16.  Where  the  rent  payable  is  not  greater  than 
the  net  assessment  arrived  at  by  deducting  from  the 
gross  annual  value  the  amount  of  the  tithe  rent 


charge  (Rule  7,  No.  VII,  Schedule  A),  and  also  the 
one-eightli  allowance  (Rule  7,  No.  V,  Schedule  A), 
the  landlord  would  appear  to  be  bound  under  Rule 
1,  No.  VIII,  Schedule  A,  to  allow  the  tenant  to 
deduct  tax  on  the  full  amount  of  his  rent,  notwith- 
standing that  lie  has  to  pay  out  of  the  rent  the  tithe 
rent  charge  which  is  separately  assessed  under 
Schedule  A on  the  tithe  owner. 

17.  It  is  obvious  that  such  a result  is  not  in 
accordance  with  the  intention  of  Rule  7,  No.  VII, 
Schedule  A,  and  it  is  often  contended  that  the 
words  in  parentheses  in  Rules  1 and  4 of  No.  VIII, 
Schedule  A,  regarding  the  sums  that  have  been 
allowed  by  the  Commissioners  are  insufficient  to 
prevent  this  result.  The  difficulty  arises  less 
frequently  than  that  connected  with  repairs,  but 
it  is  submitted  that  a remedy  should  be  provided. 

18.  It  is  suggested  that  both  points  might  be 
dealt  with  by  a clause  on  such  lines  as  the 
following : — 

The  amount  of  tax  deductible  under  Rule  1 or 
Rule  4 of  No.  VIII,  Schedule  A,  in  respect  of  any 
rent  payable  to  a landlord,  owner,  or  proprietor 
in  respect  of  lands,  tenements,  hereditaments  or 
heritages,  by  a tenant  or  occupier,  shall  not 
exceed  the  amount  of  tax  that  would  be  de- 
ductible under  the  said  Rule  1,  if  the  tenant 
or  occupier  were  a tenant-occupier,  and  the 
landlord,  owner,  or  proprietor  were  the  landlord 
for  the  time  being,  and  the  annual  value  of  the 
lands,  tenements,  hereditaments  or  heritages 
were  an  amount  equal  to  the  rent  60  payable, 
and  any  deductions  or  allowances  that  would 
have  been  due  to  be  made  under  the  Income 
Tax  Act,  and  any  reduction  of  the  assessment 
that  would  have  been  due  to  be  made  for  the 
purposes  of  collection  under  Rule  7 of  No.  V, 
Schedule  A,  had  been  duly  made. 
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MEMORANDUM  BY  THE  BOARD  OF  INLAND  REVENUE  REGARDING  MINOR  POINTS  ARISING 
IN  CONNECTION  WITH  THE  INCOME  TAX  ACT,  1918. 


1.  In  his  evidence  ou  the  subject  of  the  Income 
Tax  Act,  Mr.  Bertram  Cox,  Solicitor  of  Inland 
Revenue,  has  referred  to  the  fact  that  there  are 
certain  inconsistencies  and  difficulties  which  occur  in 
the  working  of  the  Act  as  it  at  present  stands. 
Various  points  of  major  importance  have  already 
been  dealt  with  by  official  witnesses  who  have  given 
evidence  before  the  Royal  Commission,  and  the 
Board  of  Inland  Revenue  do  not  propose  to  trouble 
the  Royal  Commission  with  all  the  remaining  points 
of  minor  importance  which,  as  Mr.  Cox  indicates, 
would  be  duly  considered  in  relation  to  any  draft 
Bill  that  might  hereafter  be  prepared  in  connection 
with  a general  revision  of  Income  Tax  law.  There 
are,  however,  some  few  points  to  which  attention  has 
not  yet  been  drawn  and  which  the  Board  desire  to 
bring  to  the  notice  of  the  Royal  Commission.  These 
matters  are  discussed  in  the  following  paragraphs. 

llelief  in  respect  of  a dependent  relative. 

2.  Where  a dependent  relative  in  respect  of  whom 
relief  may  be  allowed  under  section  13  of  the  In- 
come Tax  Act,  1918,  is  maintained  jointly  by  two  or 
more  persons,  it  is  the  practice  to  apportion  the 
relief  granted  between  those  persons  in  accordance 
with  their  respective  contributions.  There  is,  how- 
ever, no  legal  sanction  for  this  practice,  as  the  law 
requires  that  the  “ claimant  ” must  “ maintain  at 
his  own  expense  ” the  dependent  relative.  It  is  sug- 
gested that  at  the  first  convenient  opportunity  the 
law  should  be  amended  to  accord  with  the  practice. 

Right  of  husband  and  wife  to  claim  relief  separately. 

3.  Under  the  provisions  of  section  31  of  the  Income 
Tax  Act,  1918,  husband  and  wife  can  claim  to  be 
assessed  separately  as  if  they  were  not  married. 
Sub-section  (c)  of  the  section  provides  that  earned 
income  relief  shall  be  given  to  husband  and  wife, 
respectively,  in  proportion  to  the  earned  incomes  of 


each  and  that,  apart  from  Life  Assurance  allow- 
ances, which  are  dealt  with  as  being  purely  personal, 
other  reliefs  are  to  be  given  “ in  proportion  to  the 
respective  incomes.”  Other  reliefs  include  unearned 
income  relief  which  clearly  should  be  allowed  by 
reference,  not  to  the  respective  incomes,  but  to  the 
respective  unearned  incomes  of  the  husband  and 
wife. 

The  reason  for  this  anomaly  in  relatiou  to  the 
unearned  income  relief  lies  in  the  fact  that  the 
above-mentioned  sub-section  (c)  reproduces  section  9 
(c)  of  the  Finance  Act,  1914,  and  that  when  pro- 
vision was  subsequently  made  for  unearned  income 
relief  in  certain  cases — see  now  section  15  of  the 
Income  Tax  Act,  1918 — it  was  not  accompanied  by 
any  direction  relating  to  the  case  of  husband  and 
wife  assessed  separately. 

In  the  Board’s  opinion  this  position  calls  for 
remedy,  and  provision  should  be  made  for  husband 
and  wife  who  claim  separate  assessment  under  sec- 
tion 31  of  the  Income  Tax  Act,  1918,  to  receive  un- 
earned income  relief  in  proportion  to  their  respec- 
tive unearned  incomes. 

Property  rented  by  the  Crown. 

4.  The  landlord  of  property  is  assessable  under 
Schedule  A for  houses  let  in  different  apartments, 
for  houses  of  less  than  £10  annual  value,  for  any 
lands  and  tenements  let  for  a period  of  less  than 
one  year,  and  in  cases  where  beforo  the  31st  July 
in  any  year  he  makes  a successful  application  to  the 
District  Commissioners  to  be  assessed  as  occupier  of 
his  property  (Rules  8 and  9 of  No.  VII.,  Schedule 
A of  the  Income  Tax  Act,  1918).  In  all  other  cases 
the  occupier  of  property  (and  not  the  landlord)  is 
legally  chargeable  with  the  tax  under  Schedule  A in 
accordance  with  Rule  1 of  No.  VII  of  Schedule  A. 
Where  the  occupier  happens  to  be  the  Crown,  the 
difficulty  arises  that  there  is  no  power  to  charge 
anyone,  as  the  Crown  is  not  bound  by  any  Act  of 
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Parliament  except  by  express  enactment  and  is  not, 
therefore,  within  the  scope  of  the  Income  Tax  Act. 

There  have  been  several  recent  cases  involving  this  4 
difficulty  where  the  landlord  of  property,  which  was 
not  of  such  a description  as  to  make  him  legally 
chargeable  with  tax,  has  refused  to  allow  deduction 
of  tax  from  rent  paid  by  an  occupying  Government 
Department. 

The  Board  suggest  that  this  anomalous  position 
could  and  should  be  remedied  by  a provision  render- 
ing the  owner  of  property  rented  by  the  Crown  liable 
to  be  charged  to  tax  in  respect  of  his  property  as  if 
he  were  the  occupier. 

Schedule  A tax  on  -property  for  which  the  occupier 
is  chargeable  and  which  becomes  empty  during 
the  Income  Tax  year  of  assessment. 

5.  In  cases  where  the  occupier  of  property  leaves 
before  the  tax  becomes  due  and  has  paid  his  rent  in 
full  to  the  date  of  leaving  and  the  landlord  refuses 
payment  of  the  tax,  the  only  remedy  is  to  wait  for 
the  next  occupation  of  the  property,  however  dis- 
tant in  point  of  time  that  may  be.  The  result  is 
that  a landlord,  who  may  have  received  all  the  rent 
due  to  him,  can  defer  payment  of  the  tax  thereon 
during  the  whole  period  for  which  the  property  is 
unlet.  While  this  difficulty  is  not  much  in  evidence 
at  the  present  moment,  in  normal  times  there  have 
been  numerous  cases  of  this  nature. 

There  is  no  good  reason  why  the  landlord  should 
thus  enjoy  immunity  from  taxation  for  an  indefinite 
period  in  respect  of  rent  received,  and  the  Board  of 
Inland  Revenue  suggest  that  a simple  method  of 
repairing  this  omission  in  the  Act  would  be  to  add 
to  Rule  4 of  No.  VII,  Schedule  A,  a proviso  to  the 
following  effect : — 

Provided  that  where  such  occupation 
ceases  before  the  date  on  which  the  tax  be- 
comes payable,  the  tax  chargeable  and  out- 
standing in  respect  of  the  period  of  occupa- 
tion shall,  if  necessary,  be  recoverable  from 
the  landlord  as  if  he  had  been  charged  there- 
with and  in  the  same  manner  as  any  tax 
charged  on  him  may  be  recovered. 

Schedule  A — Landlord  unknown — Proposal  to  require 
landlord’s  agents  to  disclose  name  and  address 
of  landlord. 

6.  It  not  infrequently  happens  that  in  the  case 
of  tenement  property  and  property  of  small  annual 
value,  the  name  and  address  of  the  landlord  on 
whom  the  assessment  under  Schedule  A should  be 
made,  are  unknown  and  cannot  be  ascertained, 
although  the  name  and  address  of  the  agent  who 
collects  the  rent,  are  known.  Moreover,  where  in 
this  class  of  case  the  agent  refuses  payment  of  the 
tax,  the  poverty  of  the  tenants  often  renders  the 
usual  method  of  recovering  by  distraint  on  the  pro- 
perty  either  impracticable  or  a great  hardship.  In 
this  respect  the  position  has  changed  considerably 
with  the  great  increase  in  the  rate  of  tax  during 
recent  years,  seeing  that  at  6s.  in  the  £,  the  tax, 
or  an  instalment  of  tax,  would  amount  to  several 
weeks’  rent.  It  is  suggested  that  the  difficulty 
which  thus  arises  requires  to  be  met,  and  that 
where  tax  is  unpaid  and  the  agent  refuses  to  dis- 
close the  name  and  address  of  the  landlord  he  should 
be  compelled  under  penalty  to  do  so. 

A clause  on  some  such  lines  as  the  following  would 
appear  to  meet  the  case : — 

“ Every  person  who,  as  agent  for  another, 

“ receives  rent  in  respect  of  any  lands,  tene- 
“ ments,  hereditaments,  and  heritages  in  the 
“ United  Kingdom,  shall,  on  being  required 
“ by  the  Commissioners,  furnish  to  them 
“ within  thirty  days  the  name  and  address  of 
“ person  on  whose  behalf  he  receives  the 
“ rent. 

any  person  wilfully  fails  to  comply 
“ ^th  the  provisions  of  this  Section  he  shail 
be  liable  to  a penalty  not  exceeding  £50  to 
“ he  recovered  in  the  High  Court.” 

Schedule  A Recovery  of  tax  in  cases  where  person 
assessed  is  abroad. 

7.  A loss  of  Income  Tax  under  Schedule  A at 
present  occurs  in  certain  cases  where  rents  of  pro- 


perties are  received  by  resident  agents  on  behalf  of 
absentee  landlords.  In  such  cases  it  is  often  not 
possible  to  collect  the  tax  on  the  properties  themselves 
where  such  properties  are  divided  up  into  many  small 
holdings,  and  it  is  also  impossible  to  recover  the  tax 
from  the  landlord  when  he  resides  outside  the  juris- 
diction of  the  Courts  of  this  country. 

As  the  law  stands  at  present,  the  Board  of  Inland 
Revenue  are  advised  that  in  these  cases  it  is  not 
possible  to  assess  the  tax  upon  the  agent  or  to  compel 
payment  of  the  tax  by  him  and  it  is  suggested,  there- 
fore, that  provision  should  be  made  for  this  power  of 
recovery  by  a clause  somewhat  on  the  following 
lines : — 

“ Where  Income  Tax  has  been  charged  under 
“ Schedule  A of  the  Income  Tax  Act  upon  the 
“ landlord  or  immediate  lessor  of  any  property 
“ and  the  person  charged  shall  be  absent  from 
“ the  United  Kingdom,  a demand  for  payment  of 
“ the  tax  may  be  made  upon  any  person  who, 
“ as  agent,  is  in  receipt  of  the  rents  or  profits 
“ of  the  property,  and  in  default  of  payment  in 
“ pursuance  of  the  demand,  the  tax  may  be  re- 
“ covered  from  that  person  in  like  manner  as  if 
“ he  had  been  charged,  but  so  as  not  to  impeach 
“ the  remedy  of  the  recovery  by  any  other  method 
“ provided  by  the  said  Income  Tax  Act.” 

Recovery  of  Income  Tax,  Schedule  A and  Schedule  B. 

8.  As  the  Royal  Commission  are  already  aware, 
the  general  re-assessment  of  property  for  the  purposes 
of  Schedule  A and  Schedule  B is,  under  present  con- 
ditions, not  made  annually,  but  at  intervals  of  five 
or  more  years.  It  results  that  the  names  and  ad- 
dresses of  owners  in  the  assessment  books  tend  to 
become  out  of  date  during  the  years  between  two  years 
of  re-assessment.  Generally  speaking,  this  does  not 
materially  hamper  the  collection  of  the  tax,  because 
power  is  given  to  the  Collector  to  recover  it  from  the 
“ occupier  for  the  time  being  ” even  if  there  has 
been  a change  of  ownership  or  occupancy.  In  cases, 
however,  where  the  former  occupier  was  also  the 
owner,  the  tax  cannot  be  recovered  from  a subsequent 
occupier  [see  Rule  3 ( b ) of  No.  VII,  Schedule  A],  and 
the  only  remedy  in  that  event  is  to  take  proceedings 
against  the  former  owner-occupier  in  the  High  Court, 
and  as  the  matter  now  stands  that  can  only  be  done 
if  his  name  is  actually  shown  in  the  assessment  book 
which,  as  indicated  above,  is  frequently  not  the  case. 
Also,  in  the  case  of  small  houses  under  £10  annual 
value,  or  houses  let  weekly  or  in  tenements,  the 
“ occupiers  for  the  time  being  ” may  be  too  poor  to 
be  distrained  upon,  and  the  owners,  if  their  names 
do  not  in  fact  appear  in  the  assessment  book  for  the 
year,  are  able  to  escape  their  liabilities  as  there  is 
no  power  to  distrain  upon  them,  nor  can  they  be  pro- 
ceeded against  in  the  High  Court. 

The  Board  of  Inland  Revenue  consider  it  desirable 
that  this  gap  should  be  stopped,  as  it  is  one  through 
which  an  appreciable  amount  of  tax  escapes,  and  for 
this  purpose  they  suggest  for  the  consideration  of  the 
Royal  Commission  a clause  on  the  following  lines:  — 
“ Where,  owing  to  any  change  in  the  occupier, 
“ landlord  or  immediate  lessor  of  any  property 
“ charged  to  Income  Tax  under  Schedule  A or 
“ Schedule  B,  or  to  Inhabited  House  Duties,  any 
“ person,  who  has  become  liable  to  be  assessed 
“ or  charged  to  such  tax  or  duties,  is  not  speci- 
“ fically  named  in  the  assessment  made  for  any 
* 1 year  in  which  the  annual  value  of  the  property 
“ for  the  preceding  year  is  prescribed  by  any 
“ enactment  to  be  taken  as  the  annual  value  for 
“ that  year,  or,  if  the  property  is  situate  in  the 
u Administrative  County  of  London,  for  any 
“ year  other  than  a year  in  which  a valuation 
<l  list  first  comes  into  force,  such  person  shall  be 
“ deemed  to  have  been  duly  assessed  and  charged, 
“ although  not  so  named  and  in  lieu  of  the 
“ person  so  named,  and  the  provisions  of  the 
“ Acts  relating  to  the  said  tax  and  duties  as  to 
“ recovery  of  the  same  or  otherwise,  shall  apply 
“ and  have  effect  accordingly.” 

It  may  be  added  that  a difficulty  of  the  same  nature 
arose  in  Scotland  in  connection  with  distraint  for 
taxes,  and  was  remedied  by  section  33  of  the  Finanep 
Act,  1918,  now  reproduced  in  section  166  (1)  of  the 
Income  Tax  Act,  1918. 
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MEMORANDUM  PREPARED  BY  THE  BOARD  OF  INLAND  REVENUE  AT  THE  REQUEST  OF  THE 
ROYAL  COMMISSION  IN  ORDER  TO  ILLUSTRATE  THE  WORKING  OF  THE  VARIOUS 
RELIEFS  SET  OUT  IN  ANNEXE  III  TO  THE  E VIDEN OE-IN-CHIEF  OF  MR.  HARRISON 
ON  THE  SUBJECT  OF  THE  “ASSESSMENT  OF  INCOME  TAX  BY  REFERENCE  TO  THE 
INCOME  OR  PROFITS  OF  A PAST  YEAR  OR  AVERAGE  OF  YEARS”  (see  Q.  15,181). 


1.  In  accordance  with  the  request  made  by  the 
Royal  Commission  to  Mr.  Harrison  in  the  course  of 
his  examination  on  the  8th  October,  1919  (questions 
15,530-3  and  15,556-9),  the  following  examples 
designed  to  illustrate  the  working  of  the  various 
provisions  relating  to  relief  from  Income  Tax  in 
respect  of  new  businesses,  cessations,  successions, 
losses  in  trading,  &c.,  have  been  prepared. 

2.  For  the  sake  of  convenience,  all  references  are 
to  the  Income  Tax  Act,  1918,  although  this  Act  did 
not  come  into  force  until  the  6th  April,  1919. 

3.  The  expressions  “ profits  ” and  “ losses  ” in 
the  following  examples  mean  profits  and  losses  as 
computed  for  Income  Tax  purposes. 

Illustrative  Examples. 

I.  Buie  8 (1)  of  the  Buies  applicable  to  Cases  I 
and  II  of  Schedule  D. 

This  Rule  deals  with  new  businesses  and  provides 


that  where  the  business  has  been  set  up  within  the 
period  of  three  years  on  which  the  average  is  based, 
or  within  the  year  of  assessment,  the  reduction  of 
the  assessment  to  the  amount  of  the  actual  profits 
of  the  year  may  be  claimed. 

Example  (a).  A new  business  for  the  first  three 
years  of  its  existence  shows  profits  of  £11,600,  £300, 
and  £1,200,  respectively.  The  Income  Tax  liability 
under  Schedule  D for  the  year  1 would  be  in  the 
sum  of  £11,600 — the  first  year’s  profit.  The  assess- 
ment for  the  year  2 would  again  be  made  in  the 
sum  of  £11,600,  but  the  liability  would  be  adjusted 
under  the  Rule  to  £300 — the  second  year’s  profit. 
The  liability  for  the  year  3 would  in  the  first  place 
be  computed  on  the  average  profits  of  the  years  1 
and  2,  i.e.,  on  £5,950  (£11,600  plus  £300,  or  £11,900 
divided  by  two),  and  would  similarly  be  adjusted 
to  £1,200— the  third  year’s  profit.  The  following 
table  shows  the  effect  of  these  adjustments:  — 


— 

Profits. 

Amount  of 
assessment  as 
originally 
made. 

t 

Amount  of  assessment 
as  adjusted  under 
Rule  8(1). 

£ 

£ 

£ 

Year  1 

11,600 

11,600 

11,600 

„ 2 

300 

11,600 

300 

„ 3 ... 

1,200 

5,950 

1,200 

13,100 

29,150 

.13,100 

Example  ( b ).  The  profits  of  the  years  1 and  2 in 
Example  (a)  are  transposed  and  the  new  business 
makes  profits  of  £300,  £11,600,  and  £1,200  in  the 


years  1,  2 and  3 respectively.  The  following  table 
shows  the  working  of  the  Rule  in  these  circum- 
stances : — 


— 

Profits. 

Amount  of 
assessment  as 
originally 
made. 

Amount  of  assessment 
as  adjusted  under 
Rule  8 (1). 

£ 

£ 

£ 

Year  1 ... 

300 

300 

300 

„ 2 

11,600 

300 

300  No  adjust- 

ment  claimed 

or  made. 

„ 3 

1,200 

5,950 

1,200 

13,100 

6,550 

1,800 

It  will  be  seen  from  the  above  examples  that  the 
effect  of  Rule  8 (1)  is  favourable,  and  perhaps  un- 
duly favourable,  to  the  taxpayer,  who  is  not  only 
protected  from  being  charged  on  more  than  his  pro- 
fits for  the  first  three  years  of  the  business,  as 
shown  by  Example  (a),  but  in  some  cases,  owing  to 
the  one-sided  operation  of  the  Rule,  may  escape  the 
full  measure  of  taxation  which  his  profits  should 
bear,  as  shown  by  Example  (b),  where  the  three 
years’  profits  amount  to  £13,100,  while  tax  for  the 
three  years  is  finally  borne  on  £1,800  only. 


II.  llule  8 (2)  of  the  Buies  applicable  to  Cases  I 
and  II  of  Schedule  D. 

(1)  Taxpayer  may  in  year  of  discontinuance  of 

business  claim  to  be  assessed  upon  actual 
results  instead  of  usual  average. 

(2)  He  may  further  claim  repayment  of  any 

excess  of  tax  paid  in  the  aggregate  in  the 
three  preceding  years  over  the  total  tax 
which  he  would  have  paid  if  assessed  in 
each  of  these  years  on  the  actual  profit. 
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Example  (a).  A business,  on  the  whole,  shows  in- 
creasing profits  for  the  last  few  years  of  its  exist- 
ence, and  then  comes  to  grief,  the  profits  for  the 
last  period  being  insignificant  in  amount.  Suppose 
that  the  accounts  are  made  up  annually  to  the  31st 
March,  that  the  profits  for  the  six  years  ended  31st 


March,  1914,  have  been  £3,000,  £4,000,  £5,000, 
£9,000,  £5,000  and  £14,250  respectively,  and  that 
the  business  ceased  on  31st  December,  1914,  having 
made  £150  profit  during  the  last  nine  months  from 
31st  March,  1914.  The  following  table  shows  the 
working  of  the  Rule  in  the  above  case:  — 


Business  year. 


Year  ending  31st  March,  1909 
„ „ „ „ 1910 

„ „ „ 1911 


1912 

1913 

1914 


Nine  months  to  31st  December  1 
1914,  when  business  ceased  J 


Profits. 


£ 

3.000 

4.000 

5.000 


9.000  ) 

5.000  l * 
14,250  J 


150 


Year  of 
Income  Tax 
assessment. 


Amount  of 
assessment  (■ i.e . 
average  profits 
of  three 

preceding  years). 


1911- 12 

1912- 13 

1913- 14 


1914-15 


4.000 

6.000 

6,333 


9,417 


Assessment  as 
adjusted  under 
Rule  8 (2.) 


No  adjustment  claimed 
or  claimable  as  the  tax 
(at  Is.  2d  in  the  £ each 
year)  on  the  aggregate 
profits  of  the  three 
years  exceeded  the  tax 
on  the  aggregate  assess- 
ments. 

150 


Note.—*  Aggregate  tax  at  Is.  2d.  in  £ on  £28,250  = £1,647  18s.  4 d 
t „ „ „ £16,333  = £952  15s.  2d. 

£14,250  plus  £150),  the  actual  amount  on  which  tax 
was  borne  was  £12,483  (£6,000  plus  £6,333  plus  £150). 


In  such  a case  as  this,  where  profits  have  been 
normally  increasing,  the  Revenue,  as  usual,  loses  tax 
through  the  “time  lag”  and,  in  addition,  the  tax- 
payer can  claim  adjustment  of  the  assessment  for  the 
last  year  of  the  business  under  the  Rule,  the  net  result 
being  that  while  the  profits  for  the  last  2|  years 
of  the  business  amounted  to  £19,400  (£5,000  plus 


Example  ( b ).  Take  now  the  case  of  a business 
showing  steadily  decreasing  profits  until  it  is  wound 
up.  The  following  table  shows  the  working  of  the 
Rule  in  these  circumstances. 


Business  year. 

Profits. 

Year  of 
Income 
Tax 
assess- 
ment. 

Amount 

ment  (i.e., 
average 
profits  of 
three 
preceding 
years). 

Rate 

of 

tax. 

Tax. 

Assess- 
ment as 
adjusted 
under  Rule 
8(2),  either 
by  reduc- 
tion of 
assessment 
or  by  re- 
payment. 

Rate 

of 

tax. 

Tax. 

Year  ending  31  Mar.,  1909 
„ „ 1910 

„ „ „ 1911 

1912 

„ „ 1913 

» „ „ 1914 

£ 

16,000 

14,250 

12,000 

9.000 

5.000 

4.000 

1911- 12 

1912- 13 

1913- 14 

£ 

14,083 

11,750 

8,667 

s.  d. 

1 2 
1 2 
1 2 

£ s. 

821  10 
685  8 
505  11 

d. 

2 

4 

6 

£ 

9.000 

5.000 

4.000 

s.  d. 

1 2 
1 2 

1 2 

£ s.  d. 

525  0 0 
291  13  4 
233  6 8 

2,012  10 

0 

1,050  0 0 

Nine  months  ending  31 
December,  1914,  when 

Tax  repaid  £962  10 

0 

business  ceased. 

150 

1914-15 . 

6,000 

— 

— 

J 

150 

— 

— 

the  taxpayer  over  a series  of  years  pays  tax,  while 
his  business  is  a continuing  business,  on  amounts 
larger  than  the  amounts  of  profits  which  he  is  at 
the  time  actually  making.]:  It  will  be  seen,  how- 

ever, that  the  Rule  operates  to  remove  this  hardship 
in  the  cases  to  which  it  applies,  so  far  as  regards  the 
last  three  or  four  years  of  a business. 

Note.— It  will  be  recalled  that  the  Rules  discussed 
in  I and  II  above  were  introduced  in  1907  at  the 
time  when  section  133  of  the  Income  Tax  Act,  1842 
(see  head  X below)  was  repealed.  It  was  then  felt 
that  while  there  was  no  justification  for  the  retention 
of  section  133,  it  was  necessary  to  provide  in  certain 

„ t Subject  of  course  to  the  effect  of  the  war  reliefs.  See  heads 
X apd  XI  below- 


cases  a measure  of  relief  for  the  taxpayer  in  the  first 
and  last  three  years  of  a business. 

III.  Rule  9 of  the  Rules  applicable  to  Cases  I and  11 
of  Schedule  D. 

(i)  Surveyor  to  certify  particulars  of  any  change 

of  ownership  to  the  Commissioners. 

(ii)  Assessment  to  be  divided  j a fair  proportion 

to  be  charged  to  the  new  proprietor,  and 
the  person  assessed  to  be  relieved  accord- 
ingly. 

This  rule  does  not  involve  any  reduction  in  the 
amount  of  the  assessment  computed  on  the  ordinary 
lines.  The  total  assessment  is  divided  between  the 
old  and  new  owners  of  the  business,  &c.,  usually, 
though  not  necessarily,  in  direct  proportion  to  the 
respective  periods  of  ownership. 
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IV.  Buie  11  of  the  Buies  applicable  to  Cases  1 and, 
II  of  Schedule  U. 

Assessment  to  be  based  on  usual  average  notwith- 
standing a change  of  ownership  or  in  partnership 


unless  diminution  of  profits  from  a specific  cause 
arising  after  or  by  reason  of  the  change  is  proved. 

Example  (a).  Business  carried  on  by  a firm  trans- 
ferred to  a limited  company  on  1st  April,  1911. 


Business  year. 

Profits. 

Income  Tax 
year  of 
assessment. 

Assessment  on 
average  of  three 
preceding  years. 

Liability  as  adjusted 
under  Rule  11  to 
profits  of  year. 

£ 

£ 

£ 

Year  ending  31st  March,  1909 

16,500 



„ 1910 

14,000 

— 



„ 1911 

19,750 

— 





„ „ „ 1912 

8,250 

after  payment 
of  directors’ 
fees,  £3,000. 

1911-12 

16,750* 

8,250 

„ „ „ „ 1913 

1,820 

after  payment 
of  directors’ 
fees,  £3,000. 

1912-13 

14,000* 

1,820 

» » » » 1914 

10,270 

after  payment 
of  directors’ 
fees,  £3,000. 

1913-14 

9,940* 

No  adjustment 
claimed. 

* In  addition  for  each  of  the  years  1911-12,  1912-13  and  1913-14  there  would  be  assessments  under  Schedule  E 
amounting  to  £3,000  in  respect  of  fees.  The  payment  of  these  fees  is  regarded  as  a “ specific  cause  ” giving  rise  to  a 
claim  for  an  adjustment  under  the  Rule,  but  its  effect  is  not  limited  to  the  reduction  of  the  assessment  by  £3,000. 


Example  (6).  Withdrawal  of  a partner  from  a firm  on  the  1st  April,  1911. 


Business  year. 

Profits. 

Income  Tax 
year  of 
assessment. 

Assessment  on 
average  of  three 
preceding  years. 

Liability  as  adjusted 
under  Rule  11  to 
profits  of  year. 

£ 

£ 

£ 

Year  ending  31st  March,  1909 

8,250 

— 



„ „ „ „ 1910 

5,270 

— 



„ „ „ „ 1911 

16,500 

— 



„ „ „ 1912 

6,500 

1911-12 

10,007 

6,500 

„ „ „ „ 1913 

7,250 

1912-13 

9,423 

7,250 

„ „ „ „ 1914 

13,500 

1913-14 

10,083 

No  adjustment 
claimed. 

The  result  of  the  withdrawal  of  a partner  is  re- 
garded as  a “specific  cause,”  in  respect  of  which  a 
claim  for  an  adjustment  can  be  made  under  the 
Rule. 

V.  Buie  3 of  the  Miscellaneous  Buies  applicable  to 
Schedule  D. 

(1)  Application  may  be  made  for  relief  in  cases 

of  cessation,  death  or  bankruptcy  during 
year  of  assessment,  or  of  loss  from  any 
other  specific  cause  of  the  profits  assessed. 

(2)  Such  relief  to  be  given  as  is  just,  but 

(3)  Subject  to  Rule  9,  Cases  I and  II  ( vide  head 

III  above),  a successor  to  any  trade,  pro- 
fession, or  vocation  is  to  pay  full  tax 
charged  unless  he  proves  diminution  of 
profits  from  a specific  cause  since  or  by 
reason  of  the  succession. 


Example  (6).  Suppose  that  the  same  business, 
instead  of  coming  to  an  end  on  the  31st  December, 
1913,  was  sold  to  a new  proprietor, then  the  assessment 
for  1913-14  would  be  apportioned  under  Rule  9 of  the 
Rules  applicable  to  Cases  I and  II  of  Schedule  D ( see 
head  III  above),  i.e.,  normally,  £9,000  to  the  old 
owner  and  £3,000  to  the  new  owner.  Should  it  have 
happened  that  the  realized  profits  of  the  old  owner 
for  the  nine  months  from  1st  April  to  31st  December, 

1913,  amounted  to  more  than  £9,000,  there  is  no  pro- 
vision of  the  law  under  which  the  excess  can  be 
charged  with  tax.  On  the  other  hand,  if  the  new 
owner’s  profits  for  the  three  months  from  1st  January, 

1914,  to  31st  March,  1914,  fell  short  of  the  above- 
mentioned  amount  of  £3,000,  he  might  succeed  in 
getting  his  assessment  adjusted  under  Rule  11  (set- 
head  IV  above)  to  the  amount  of  his  actual  profits  for 
that  period. 


Example  (a).  The  assessment  for  the  year  1913-14 
in  respect  of  the  profits  of  a business  was  in  the  sum 
of  £12,000 — based  on  the  average  profits  of  the  three 
years  ending  31st  March,  1913.  The  business  ceased 
finally  on  the  31st  December,  1913,  the  profits  for  the 
period  of  nine  months  from  the  1st  April  to  31st 
December,  1913,  having  amounted  to  £2,500.  The 
assessment  for  the  year  1913-14  would,  under  this 
Rule,  be  reduced  to  £2,500.  Also  a claim  might  be 
made,  if  necessary,  for  an  adjustment  of  the  liability 
for  the  three  previous  years  1912-13,  1911-12,  and 
1910-11  under  Rule  8 (2)  of  the  Rules  applicable  to 
Cases  I and  II,  Schedule  D (see  head  II  above), 


VI.  Buie  13  of  the  Buies  applicable  to  Cases  I and 
II  of  Schedule  D. 

A person  interested  in  two  or  more  trades,  &c.,  may 
set  losses  in  one  against  profits  in  others. 

This  Rule  is  self-explanatory. 

VII.  Section  34. 

A person  sustaining  a loss  may  apply  for  an  adjust- 
ment by  reference  to  the  loss  and  to  his  total  income 
for  the  year.  Repayment  of  tax  on  amount  of  loss 
to  be  granted  (up  to  amount  of  tax  paid).  Amount 
of  loss  on  which  tax  is  repaid  not  to  be  deducted  in 
computing  assessments  for  subsequent  years, 
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Example  (a).  A 
results : 


business  showed  the  following 


Profit. 

£ 

, 6,250 

. 7,000 
. 4,750 


Loss. 

£ 


£ £ 
18,000  = 6,000 


Year  ending  31st 
March,  1909 
„ „ 1910 

„ „ 1911 

„ „ 1912  ...  2,000 

„ „ 1913  ...  5,000 

The  assessment  for  the  year  1911-12  was  made  in 
the  usual  manner  on  the  average  profits  of  the  three 
preceding  years  ending  31st  March,  1911,  i.e.,  in  the 
sum  of  £6,000,  and  a tax  was  paid  thereon.  On 
proof  of  the  loss  of  £2,000  in  the  year  ending  31st 
March,  1912,  the  taxpayer,  under  this  provision, 
obtained  repayment  of  the  tax  on  £2,000  for  the 
Income  Tax  year  of  assessment  1911-12.  Following 
the  repayment  the  result  of  the  year  ending  31st 
March,  1912,  would  be  treated  as  “nil”  (and  not  as 
minus  £2,000)  for  the  purpose  of  computing  the 
average  profits  for  subsequent  years,  the  assessment 
for  the  year  1912-13  being  in  the  sum  of  £3,917, 
arrived  at  thus : — 

Year  ending  31st  March,  1910 £7,000 

„ „ „ „ 1911 4,750 

„ „ „ „ 1912 Nil 

3/11,750 

£3,917 


Example  ( b ).  If  in  the  foregoing  case  the  loss  for 
the  year  ending  31st  March,  1912,  had  been  £12,000, 
instead  of  £2,000,  and  the  taxpayer  had  in  the  Income 
Tax  year  1911-12  other  taxed  income  outside  his 
business  amounting  to  £6,000,  he  could  claim  repay- 
ment on  the  whole  £12,000  by  reference  to  his  total 
income  for  the  year,  i.e.,  business  profits  as  charged 
on  average  of  three  preceding  years  £6,000  and  other 
taxed  income  £6,000.  Again,  the  result  of  the  busi- 
ness year  to  3lBt  March,  1912,  would  be  taken  as 
“ nil  ” for  the  average  purposes  for  subsequent  years. 

Example  (c).  If  in  Example  (5)  the  taxpayer  had 
no  income  outside  his  business  he  would  be  repaid  on 
£6,000  (i.e.,  the  amount  on  which  he  had  paid  tax  for 

1911- 12)  of  the  £12,000  loss  for  the  year  ending  31st 
March,  1912,  and  the  balance  of  the  loss  (£6,000) 
would  come  into  the  average  for  subsequent  years, 
with  the  result  that  the  assessment  for  the  next  year, 

1912- 13,  would  be  in  the  sum  of  £1,917,  arrived  at 
thus : — 


Profit. 

Loss. 

Year  ending  31st  March,  1910 

...  £7,000 

„ „ „ „ 1911 

...  4,750 

„ „ „ „ 1912 

. 6,000 

11,750  .. 

. 6,000 

6,000 

3/5,750 

£1,917 

In  the  normal  case  where  a business  has  an 
occasional  bad  year,  and  perhaps  makes  a loss,  the 
ordinary  average  system  enables  the  taxpayer  to 
obtain  full  allowance  in  respect  of  such  loss  by  its 
inclusion  in  the  average  for  three  years.  In  cases, 
however,  where  there  is  either  an  exceptionally  bad 
year,  so  that  for  the  three  years  the  average  would 
be  a minus  quantity,  or  losses  in  business  are  sustained 
for  several  successive  years  while  tax  is  at  the  same 
time  borne  on  income  outside  the  business,  the  pro- 
vision contained  in  section  34  operates  to  give  the 
taxpayer  relief  from  taxation  in  respect  of  his  business 
losses  which  he  might  not  otherwise  get. 

VIII.  Schedule  A,  No.  Ill,  Buie  2,  proviso. 

In  the  case  of  a partially  failing  mine  the  preceding 
year  may  be  adopted  as  the  basis  of  assessment  instead 
of  the  five  years’  average,  and  in  the  case  of  a mine 
totally  failing  the  assessment  may  be  wholly  dis- 
charged. 

Examples  are  unnecessary  in  this  case. 

IX,  Schedule  A,  No.  Ill,  Buie  7. 

An  adventurer  in  a mine  carried  on  by  a company 
of  adventurers  may  set  his  share  of  any  loss  in  a 
mine  so  carried  on  against  profits  received  by  him  in 
any  other  such  mine. 

This  Rule  is  clearly  not  concerned  with  the  case 
of  the  ordinary  shareholder  in  a mining  company ; it 
has  long  been  contained  in  the  Income  Tax  Acts  and 
was  evidently  designed  to  meet  primarily  the  case 
of  the  adventurer  in  a “cost-book”  mine,  who  is 
liable  to  “calls”  in  the  event  of  the  mine  not 
proving  a success.  An  adventurer  in  two  or  more 
such  mines,  receiving  income  from  some  of  his  ventures 
and  paying  “calls”  in  respect  of  other  ventures,  can 
claim  to  be  separately  charged  to  Income  Tax  in 
respect  of  his  shares  in  the  mines  and  to  set  off  losses 
against  profits  in  the  computation  of  his  liability 
to  lax.  The  “cost-book”  mine  has  nearly  dis- 
appeared. 

X.  Section  43. 

This  is  a “war  relief”  section  and  provides  relief 
in  cases  where  owing  to  war  conditions  there  is  a 
diminution  of  profits  assessed  under  Schedule  D.  The 
taxpayer  may  claim  to  substitute  an  average  of  three 
years  including  the  year  of  assessment  for  the  average 
of  three  preceding  years  in  cases  where  owing  to  the 
war  the  profits  of  the  year  of  assessment  fall  short  of — 

(a)  the  amount  assessed,  and 

(b)  the  new  average  (including  the  year  of  assess- 

ment). 

Where  the  profits  of  the  year  of  assessment  are  less 
than  (a)  but  greater  than  (b),  the  assessment  is  in 
practice  reduced  to  the  profits  of  the  year. 

A taxpayer  on  active  service  during  any  portion 
of  the  year  of  assessment  may  claim  reduction  to  the 
actual  profits  of  the  year. 


Example  (a). 


Business  year. 

Profits. 

Year  of 
Income  Tax 
assessment. 

Amount  of 
assessment  on 
average  of  three 
preceding  years. 

Amount  to  which 
assessment  adjusted 
under  section  43. 

Year  ending  31st  Dec.,  1911 ... 

£ 

4,000 

£ 

£ 

„ „ „ 1912... 

18,350 

— 

— 

— 

„ „ „ „ 1913... 

7,950 

— 

— 

— 

„ 1914  ... 

1,500 

1914-15 

10,100 

9,267 

1,200 

1915-16 

9,267 

3,550 

„ „ „ „ 1916  ... 

900 

1916-17 

3,550 

1,200 

„ „ „ „ 1917  ... 

9,100 

1917-18 

1,200 

No  adjustment 

„ „ „ „ 1918... 

15,000 

1918-19 

3,733 

” 
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Example  ( b ). 


Business  year. 

Profits, 

Year  of 
Income  Tax 
assessment. 

Amount  of 
assessment  on 
average  of  three 
preceding  years. 

Amount  to  which 
assessment  adjusted 
under  section  43. 

Year  ending  31st  Dec.,  1911 ... 

£ 

14,000 

£ 

£ 

„ „ „ „ 1912... 

16,350 

— 





„ ..  „ 1913... 

17,950 

— 





„ 1914... 

1,500 

1914-15 

16,100 

11,933 

„ 1915... 

1,200 

1915-16 

11,933 

6,883 

„ „ „ 1916... 

22,000 

1916-17 

6,883 1 

„ „ „ ..  1917... 

31,200 

1917-18 

8,233  ^ 

No  adjustment. 

„ „ „ „ 1918... 

4°, 000 

1918-19 

18,133  J 

Example  (c). 


Business  year. 

Profits. 

Year  of 
Income  Tax 
assessment. 

Amount  of 
assessment  on 
average  of  three 
preceding  years. 

Amount  to  which 
assessment  adjusted 
under  section  43. 

£ 

£ 

£ 

Year  ending  31st  Dec.,  1911 ... 

8,000 

— 

— 

„ „ „ 1912... 

2,000 

— 





„ „ 1913... 

5,000 

— 

— 



„ 

„ „ 1914... 

4,700 

1914-15 

5,000 

4,700  * 

„ 

„ „ „ 1915... 

6,000 

1915-16 

3,900 

No  adjustment. 

y 

„ „ „ 1916... 

3,810 

1916-17 

5,233 

4,837 

»» 

„ „ „ 1917... 

10,000 

1917-18 

4,837 

No  adjustment. 

* The  adjustment  for  1914-15  would  be  to  £4,700,  the  profit  of  the  year  ending  31st  December,  1914,  which  is 
greater  than  the  average  profits — £3,900 — of  the  three  years  ending  31st  December,  1914. 


Example  ( d ).  Taxpayer  on  active  service  from  1914  onwards. 


Business  year. 

Profits. 

Year  of 
Income  Tax 
assessment. 

Amount  of 
assessment  on 
average  of  three 
preceding  years. 

Amount  to  which 
assessment  adjusted 
under  section  43. 

£ 

£ 

£ 

Year  ending  31st  March,  1911 

5,000 



— 



„ „ 1912 

7,500 







„ „ 1913 

9,000 

— 

— 



,,  „ 1914 

3,000 

1913-14 

7,167 

— 

„ „ 1915 

12,000 

1914-15 

6,500 

No  adjustment. 

„ „ 1916 

3,500 

1915-16 

8,000 

3,500* 

„ „ 1917 

3,000 

1916-17 

6,167 

3,000* 

„ „ 1918 

2,500 

1917-18 

6,167 

2,500* 

* The  adjustment  for  each  of  the  years  1915-16,  1916-17  and  1917—18  is  to  the  actual  profit  of  the  year  as  the 
taxpayer  was  on  active  service.  It  will  be  observed  that  in  this  case  the  large  profit  of  £12,000  in  the  year  1914-15 
does  not  enter  into  the  ultimate  computation  of  liability  for  any  year. 


The  reliefs  under  section  43  are  entirely  at  the 
option  of  the  taxpayer,  and,  in  the  case  of  a tax- 
payer not  on  active  service,  result  in  a profitable 
year  coming  into  the  average  twice  instead  of  three 
times,  while  a bad  year  comes  into  four  averages 
instead  of  three.  In  the  case  of  a taxpayer  on  active 
service  the  result  is  that  tax  is  paid  year  by  year  on 
the  average  profits  or  the  profits  of  the  year  of  assess- 
ment, whichever  is  less.  This  section  is  a revival  of 
an  old  section  (133)  of  the  Income  Tax  Act,  1842, 
which,  as  modified  by  section  6 of  the  Revenue  Act, 
1865,  was  repealed  by  the  Finance  Act,  1907,  as  a 
result  of  the  recommendations  of  the  “ Ritchie  ” Com- 
mittee of  1905.  The  section  cannot  be  defended  on 


any  ground  of  equity,  and  in  common  with  other 
reliefs  introduced  to  meet  the  special  conditions 
arising  out  of  the  war  may  be  expected  to  disappear 
at  an  early  dato  [ vide  memorandum  by  tho  Board  of 
Inland  Revenue  on  “ war  reliefs,”  Appendix  No.  60]. 

XI.  Section  44. 

An  individual  whose  actual  income  from  all  sources 
for  the  year  of  assessment  falls  short  of  his  total 
statutory  income  by  more  than  10  per  cent.,  may 
claim  repayment  of  the  amount  paid  in  excess  of  the 
tax  on  his  actual  income. 

This  again  is  a special  war  relief  which  relates  only 
to  the  case  of  individuals.  Relief  under  head  X 
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(section  43)  can  be  claimed  by  any  taxpayer  (whether 
an  individual,  a firm  or  a company)  assessed  under 
Schedule  D. 

Example.  A was  assessed  for  the  year  1917-18 
under  Schedule  D,  in  respect  of  his  business  profits, 
on  the  average  of  the  three  years  to  31st  March,  1917, 
in  the  sum  of  £16,000.  His  income  from  taxed  divi- 
dends and  property  was  £7,000.  His  actual  business 
profits  for  the  year  ending  31st  March,  1918,  proved 
to  be  £10,000.  A comparison  between  his  actual 


income  for  the  year,  viz.,  £17,000  (£10,000  profits 
plus  £7,000  other  income)  and  his  assessed  income, 
viz.,  £22,000  (£15,000  assessed  profits  plus  £7,000 
lother  income)  showed  a reduction  of  more  than 
10  per  cent.,  and  he  was  therefore  entitled  under  the 
section  to  claim  repayment  of  the  tax  on  £5,000, 
the  difference  between  the  amounts  assessed  and  his 
actual  income  for  the  year.  Repayments  under  this 
section  have  no  effect  on  the  averages  for  succeeding 
years,  which  are  computed  in  the  usual  way. 


Appendix  No.  70. 


MEMORANDUM  BY  THE  BOARD  OF  INLAND  REVENUE  ON  A POINT  ARISING  FROM  THE 
DECISION  OF  THE  HOUSE  OF  LORDS  IN  THE  CASE  OF  USHER’S  WILTSHIRE  BREWERY, 
LIMITED  v.  BRUCE  (1914,  A.C.  433  ; 6 TAX  CASES,  399),  AS  REGARDS  THE  ASSESSMENT  TO 
INCOME  TAX  OF  THE  PROFITS  OF  BREWERIES. 


1.  The  case  of  Usher’s  Wiltshire  Brewery,  Limited  v. 
Bruce  to  which  this  memorandum  relates  deals  with 
the  expenses  incurred  by  brewers  in  connection  with 
“ tied  ” houses,  which  either  belong  to  or  are  held 
on  lease  by  a brewer  and  are  let  by  him  to  tenants 
who  are  bound  by  their  agreements  to  purchase  their 
beer  and,  in  many  cases,  spirits,  &c.,  from  him.  The 
rent  paid  by  the  tenant  to  the  brewer  is  usually  con- 
siderably less  than  the  rack  rental  value,  but  the 
tenant  is  compelled  to  pay  a higher  price  for  beer, 
&c.,  or  what  amounts  to  the  same  thing,  is  allowed 
a smaller  discount  than  would  be  allowed  to  a free 
tenant. 

2.  Prior  to  the  judgments  in  the  cases  of  Smith  v. 

Lion  Brewery  Company , Limited  (1910,  5 Tax  Cases, 
568)  and  Usher’s  Wiltshire  Brewery,  Limited  v.  Bruce 
(1914,  6 Tax  Cases,  399),  brewers  were  not  allowed 
when  computing  their  assessable  profits  to  deduct  any 
expenses  connected  with  such  “ tied  ” houses,  whilst, 
on  the  other  hand,  rents  received  and  paid  in  respect 
of  such  houses  were  not  treated  as  trade  receipts  and 
expenses  in  the  computation  of  brewers’  profits  under 
Schedule  D of  the  Income  Tax.  This  practice  has, 
however,  been  overruled,  and  it  is  not  suggested  that 
it  should  be  reinstated.  . 

3.  The  case  of  Usher’s  Wiltshire  Brewery,  Limited 
v.  Bruce  raised  the  following  points : — 

The  company  were  owners  or  lessees  of  a number 
of  licensed  premises  which  they  acquired  solely  in  the 
course  and  for  the  purpose  of  their  business  as  brewers 
and  as  a necessary  incident  to  the  more  profitable 
carrying  on  of  their  business.  The  licensed  premises 
were  let  at  rents  much  less  than  the  rack  rental  value 
to  tenants  who  were  “ tied  ” to  purchase  their 
beers,  &c.,  from  the  company.  In  arriving  at  the 
assessment  on  the  company  from  the  profits  disclosed 
by  its  accounts,  certain  items  included  in  those 
accounts  were  excluded,  in  order  to  arrive  at  the 
profits  of  the  company’s  manufacture  and  sale,  apart 
from  any  profit  or  loss  incidental  to  the  owning  oi 
leasing  and  letting  of  the  “ tied  ” houses.  In  this 
way  the  following  items  relating  to  the  “ tied  ” houses 
for  which  debits  appeared  in  the  company’s  accounts 
were  excluded : — 

(a)  repairs, 

(b)  fire  and  licence  insurance  premiums, 

(c)  rates  and  taxes, 

(d)  legal  and  other  costs, 

(e)  rents  paid  by  the  company  under  leases, 
and  the  following  items  relating  to  the  “ tied  ” 
houses  for  which  credits  appeared  in  the  company  s 
accounts  were  also  excluded  : — 

(/)  rents  received  in  respect  of  leasehold  houses, 

(g)  rents  received  in  respect  of  freehold  houses. 

The  final  judgment  in  the  House  of  Lords  was  that 
none  of  the  above-mentioned  debits  and  credits  should 
have  been  excluded,  and  that  from  the  balance  of 
profit  shewn  before  their  exclusion  there  should  be 
deducted  the  gross  annual  values  as  assessed  under 
Schedule  A of  the  freehold  houses. 

The  general  basis  of  that  decision  was  that  owning 
or  leasing  and  letting  of  “ tied  ” houses  was  a part 
of  the  trade  of  the  company. 


4.  It  is  not  suggested  that  the  basis  of  the  decision 
was  not  perfectly  right,  nor  that,  as  regards  the 
items  (a),  (6),  (c)  and  (d),  their  inclusion  as  debits 
leads  to  any  inequity  or  anomaly.  As  regards  the 
items  (e),  (/)  and  ( g ),  and  the  deduction  of  the  gross 
annual  value  of  the  freehold  houses,  the  decision 
makes  clear  a state  of  the  law  that  results  in  a loss  of 
revenue  that  appears  quite  unjustifiable,  and  calls 
for  remedy. 

5.  The  idea  underlying  the  decision  is  that  the 
expenses  connected  with  the  “ tied  ” houses  are 
expenses  of  the  trade;  and  that  accordingly  (1)  the 
excess  of  the  rents  paid  for  the  houses  over  the  rents 
received  for  them  and  (2)  the  excess  of  what  rents 
the  company  might  have  received  for  its  freehold 
houses,  if  it  had  let  them  without  a “ tie,”  over  the 
rents  that  it  actually  received  for  them,  are 
expenses  of  the  trade,  and  should  be  deducted  from 
the  apparent  gain  derived  from  manufacture  and 
sale. 

6.  It  will  be  convenient  to  consider  the  cases  of 
the  leasehold  and  the  freehold  houses  separately. 

7.  With  regard  to  the  leasehold  houses,  it  is  not 
suggested  that  there  is  any  anomaly,  so  far  as  the 
brewer  is  concerned,  in  deducting  from  the  profits 
of  manufacture  and  sale  the  excess  of  the  rents  he 
pays  over  the  rents  he  receives  in  respect  of  “ tied  ” 
houses.  But  an  important  question  arises  as  to  how 
the  Revenue  is  to  obtain  tax  from  the  brewer’s  land- 
lord on  that  excess.  The  brewer  suffers  tax,  by  deduc- 
tion at  the  hands  of  his  tenant,  on  the  rent  he 
receives.  He  cannot  legally  deduct  more  than  that 
same  amount  of  tax  from  his  own  landlord.  In  these 
circumstances  the  brewer’s  landlord  suffers  no  tax  by 
way  of  deduction  on  the  excess  of  the  rent  he 
receives  over  the  rent  that  the  brewer  receives,  and 
there  appears  no  power  under  the  existing  law  to  tax 
him  in  respect  of  it.  This  question  in  its  general 
aspect  is  dealt  with  in  a separate  memorandum  which 
the  Board  of  Inland  Revenue  are  submitting  to  the 
Royal  Commission  [see  Appendix  No.  67]. 

8.  The  case  of  a freehold  house  owned  by  a brewer 
and  let  to  a “ tied  ” tenant  is  somewhat  different. 
The  Usher  decision  as  applied  to  this  case  rests  on  the 
basis  that  the  brewer  has  underlet  the  “ tied  ” house, 
and  accordingly  that  he  should  be  allowed  to  deduct 
from  his  trade  profits  the  difference  between  the 
nominal  rent  receivable  (i.e.,  the  so-called  rent  paid 
by  the  “ tied  ” tenant)  and  the  full  rental  value. 
The  rent  in  fact  received  by  the  brewer  is  the 
nominal  rent  plus  a concealed  rent  comprised  in  the 
enhanced  price  of  the  goods  ( see  paragraph  1).  The 
procedure  in  practice  involves  a loss  of  revenue  m 
consequence  of  the  rent  being  deemed  for  the  purposes 
of  (1)  the  deduction  of  tax  by  the  tenant,  (2)  the 
assessment  under  Schedule  D on  the  tenant,  and 
(3)  the  adjustment  under  the  Usher  decision,  to  be 
merely  the  nominal  rent.  If  the  concealed  rent  were 
treated  as  rent  for  these  purposes,  and  were  measured 
by  the  difference  between  the  gross  Schedule  A assess- 
ment and  the  nominal  rent,  the  result  would  be  that 
both  brewer  and  tenant  would  bear  tax  on  their 
actual  incomes.  The  precise  manner  in  which  this 
comes  about  will  be  apparent  from  the  example  given 
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in  the  Enclosure,  from  which  it  will  be  seen  that  the 
amount  of  tax  lost  is  precisely  the  tax  upon  the 
difference  between  the  gross  Schedule  A' assessment 
on  the  licensed  house  and  the  rent  paid  by  the  “ tied  ” 
tenant,  and  that  while  tlie  “tied”  tenant  is  left 
bearing  his  correct  liability,  the  brewer  is  unjusti- 
fiably relieved  from  tax  on  the  above-mentioned 
difference. 

9.  It  is  suggested  that  this  inequity  as  between  the 
Revenue  and  the  brewer  should  be  rectified,  and  that 


it  could  be  rectified  most  easily  by  a provision  that 
the  difference  between  the  gross  Schedule  A assess- 
ment of  the  freehold  house  owned  by  the  brewer  and 
the  rent  paid  by  the  “ tied  ” tenant  shall  not  be 
allowed  as  a deduction  in  the  computation  of  the 
brewer’s  liability  under  Schedule  D. 

10.  While  the  Usher  decision  stands,  the  Exchequer 
is  deprived  of  Income  Tax  at  the  rate  of  6s.  in  the  £ 
on  some  £700,000,  the  amount  of  tax  lost  being  about 
£200,000  a year. 


Enclosure  to  Appendix  No.  70. 


Example  illustrating  the  effect  of  the  decision  in  the  case  of  Usher's  Wiltshire  Brewery,  Limited  v.  Bruce  ( see 
paragraph  8 of  memorandum). 


A brewer  owns  the  freehold  of  a licensed  house  of 
the  annual  value  of  £100,  which  he  lets  to  a tied 
tenant  for  £50.  The  brewer  has  no  other  tied  houses. 
His  profit,  apart  from  the  £50  rent  he  receives  (i.e., 
the  excess  of  his  sales  over  expenses  of  manufacture, 
&c.)  is  £600.  The  tied  tenant’s  profit  ( i.e .,  his  sales 
after  deducting  his  expenses  including  the  £50  rent  he 
pays)  is  £300.  The  house  is  charged  under  Schedule  A 
on  annual  value  £100,  less  one-sixth  allowance  for 
repairs  £17,  net  £83. 

It  is  clear  that,  in  all,  the  Revenue  should  obtain 
tax  on  £950,  arrived  at  as  follows : — 


Less  excess  of  net  Schedule  A 
assessment  over  rent  paid  to 
brewer  under  deduction  of 
Income  Tax  [see  Rules  applic- 
able to  Cases  I and  II, 

Schedule  D,  Rule  3 (c)  and 

Rule  5 (2)]  33 

267 

360 

Total  £900 


Brewer  on 

£ 

...  600 

£ 

plus  rent  received 

50 

— 

650 

Tied  tenant  on 

300 

Total 

£950 

But  the  Revenue  actually  receives  tax 
arrived  at  thus : — 

on  £900, 

£ 

£ 

Brewer,  Schedule  D 

600 

Less  excess  of  gross  annual 
house  over  rent  received 

value  of 

50 

— 

550 

Tied  tenant,  Schedule  A 

...  100 

Less  one-sixth 

17 

Schedule  D 

...  300 

83 

There  is,  accordingly,  a difference  of  £50  between  the 
amount  on  which  tax  is  paid  and  the  amount  on 
which  tax  ought  to  be  paid.  This  £50  is  exactly  the 
amount  of  the  deduction  made  in  arriving  at  the 
Schedule  D assessment  on  the  brewer  in  respect  of 
the  excess  of  the  gross  annual  value  of  the  house  over 
the  rent  received  by  him  in  accordance  with  the 
decision  of  the  House  of  Lords  in  the  case  that  forms 
the  subject  of  this  memorandum. 

The  tied  tenant  is  left  bearing  the  correct  amount 
of  tax,  viz.  : on  £350  less  on  £50  (the  tax  on  which 
he  deducts  from  the  brewer),  or  on  £300  net,  which 
is  his  actual  profit;  but  the  brewer  is  left  paying  tax 
only  on  £550  under  Schedule  D and  on  £50,  by  way 
of  deduction  at  the  hands  of  the  tied  tenant,  in  all 
on  £600,  whereas  his  profit  is  £600,  excess  of  sales 
over  cost  of  manufacture,  &c.,  and  £50  rent  received, 
in  all  £650. 

It  will  be  understood  that  any  amounts  spent  by  the 
brewer  and  the  tied  tenant  on  repairs  of  the  house  will 
have  been  included  in  the  expenses  of  their  respective 
businesses,  and  have  been  fully  allowed  for  in  the 
computation  of  their  Income  Tax  liabilities. 


Appendix  No.  71. 


MEMORANDUM  BY  THE  BOARD  OF  INLAND  REVENUE  ON  THE  PROBABLE  PRACTICAL 
WORKING  IN  THE  INCOME  TAX  OF  METHODS  OF  GRADUATION  BASED  ON  THE  METHOD 
ADOPTED  FOR  SUPER-TAX. 


Introductory. 

1.  The  question  of  introducing  into  the  Income 
Tax  the  Super-tax  method  of  graduation  has  been 
referred  to  before  the  Royal  Commission  on  more 
than  one  occasion.  Mr.  W.  Cash,  representing  the 
Institute  of  Chartered  Accountants,  put  in  a scale 
which  proceeds  on  this  basis  (Appendix  20  to  the 
Minutes  of  Evidence).  The  matter  was  also  dis- 
cussed in  the  examination  of  Sir  Leo  Chiozza  Money 
(questions  10,541-51,  11,033-6  and  11,148-52). 

2.  In  the  course  of  his  examination  by  Mr.  Kerly 
on  18th  June,  1919,  Mr.  Hopkins  was  desired  (ques- 
tion 4438)  to  put  in  examples  illustrating  the  diffi- 
culty of  applying  this  method  to  the  Income  Tax 
as  now  constructed.  The  following  statement  has 
been  prepared  by  the  Board  of  Inland  Revenue 
accordingly. 

3.  The  Board  have  at  various  times  given  pro- 
longed attention  to  the  question  involved  in  order 
that  they  might  be  in  a position  to  express  a con- 
sidered opinion  in  the  event  of  it  being  thought 


important  that  smooth  graduation  should  be  pro- 
vided by  a continuous  change  of  the  effective  rate  of 
tax  on  the  Super-tax  model.  They  have  not  found 
any  methotj.  whiqh  does  not  create  difficulty.  In  the 
case  of  several  of  the  possible  devices  for  applying 
to  the  Income  Tax  the  Super-tax  method  the  objec- 
tions seem  to  the  Board  so  serious  as  to  make  the 
means,  in  their  judgment,  impracticable  in  a system 
of  taxation  at  the  source.  The  only  method  that 
has  been  suggested  and  that  they  think  sufficiently 
in  consonance  with  tho  general  scheme  of  the  In- 
come Tax  to  be  workable  is  that  illustrated  by 
Scale  IV  in  paragraph  40  below. 

4.  The  difficulty  of  working  this  method  of  gradua- 
tion in  a system  of  taxation  at  the  source  does  not 
centre  in  one  single  point:  rather  the  practical 
problem  is  created  by  a number  of  difficulties,  any 
one  of  which  might  by  itself  be  manageable,  but 
which,  when  acting  in  combination  in  a single  case 
(as  in  the  nature  of  things  they  continually  must), 
will  create,  as  it  seems  to  the  Board,  almost  inextric- 
able confusion. 
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5.  The  nature  of  this  confusion  can  best  be  seen 
by  following  the  details  of  a representative  case. 
For  this  reason  Buch  a case  is  worked  out  in  con- 
siderable detail  in  the  course  of  this  memorandum. 


The  Super-tax  scale  and  its  nature. 

6.  The  scale  of  graduation  of  the  Super-tax,  as 
expressed  in  the  Statute,  is  as  follbws:- — 

In  respect  of  the  first  £2,000  of  income,  nil. 

In  respect  of  the  excess  over  £2,000 : — 


For  every  pound  of  the 

first  600  of  the  excesB  (£2,000-£2,500)  1 0 
next  600  „ (£2,500-£3.000)  ,1  6 

„ 1,000  „ (£3,000-£4,000)  2 0 

„ 1,000  „ (£4,000-£5,000)  2 0 

„ 1.000  „ (£5,000-£6,b00)  3 0 

„ 2,000  „ (£6,000-£8,000)  3 6 

„ „ 2.000  ,,  (£8,000T£  10,000)  4 0 

r or  every  pound  of  the  remainder  of  the  excess  (above 

£10,000)  4 (! 

7.  The  general  characteristic  of  this  scale  (whether 
expressed  in  the  above  form  or  in  a variety  of  other 
forms  to  which  it  can  equally  be  reduced)  is  that  it 
produces  a reasonably  smooth  progression  by  apply- 


ing an  increased  rate  of  tax  (at  any  point  at  which 
an  increased  rate  is  introduced)  to  a section  of  the 
income  only. 

The  result,  is,  of  course,  that  the  effective  rate 
applied  to  the  whole  income  increases  with  every 
pound  of  additional  income.  Any  scale  possessing 
this  characteristic,  however  it  may  be  expressed,  pro- 
duces when  the  effective  rates  are  represented 
graphically,  a series  of  asymptotic  curves.  The  pre- 
sent memorandum  deals  with  scales  of  this  general 
character  expressed  in  the  same  way  as  the  Super- 
tax scale  and  also  with  such  scales  expressed  in 
other  ways  in  which  they  can  equally  be  framed. 

Application  to  the  Income  Tax  of  a scale  based 
exactly  on  the  Super-tax  scale. 

8.  The  following  scale  is  expressed  precisely  on 
the  model  of  the  Super-tax  scale  : — * 

* As  regards  the  comparative  weight  of  tax  which  they  would 
impose  on  incomes  of  different  amounts  the  illustrative  scales 
used  in  the  memorandam  bear  a rough  relation  to  the  existing 
scale  of  graduation  of  Income  T ix  and  to  each  other,  but  they  m e 
used  purely  as  illustrations  of  practical  working  without  any  refer- 
ence to  the  question  of  the  proper  level  of  the  ascent  of  Income  Tax 
rates  or  of  the  point  at  which  the  exemption  'limit  should  befxed  in 
future. 


Illustrative  Scale  I. 


Sections  of  income. 

Rate  of  tax  on 
each  £ of 
earned  income 
within  the 
section. 

Rate  of  tax  on 
each  £ of  un- 
earned income 
within  the 
section. 

s.  d. 

s.  d. 

On  the  first  £100  of  income 

Nil 

Nil 

„ next  400  „ 

(£100-500) 

2 6 

3 li 

„ „ 500  „ 

(£500-1,000) 

4 0 

5 0 

„ » 500  „ 

(£1,000-1,500) 

5 3 

6 0 

„ „ 500  „ 

(£1,500-2,000) 

6 9 

7 6 

„ „ 500  „ 

(£2,000-2,500) 

S 3 

9 0 

„ 500  „ 

(£2,500-3,000) 

9 9 

6 0 

„ balance  of  income 

6 0 

6 0 

9.  An  example  may  be  taken  as  follows:  — 

Taxpayer’s  income  computed  according  to  the 

Income  Tax  Acta:  — 

£ 

Salary  500 

Income  from  6 per  cent.  War  Loan  not 
taxed  at  the  source  ...  ...  ...  100 

Debenture  interest  taxed  at  the  source 
at  6s.  in  the  £ ...  ...  ...  ...  60 

Total  £650 

10.  The  first  point  that  would  require  to  be  settled 
is  into  which  zone  (or  section  of  income)  the  £150 
unearned  income  is  to  be  taken  as  falling,  for  the 
results  of  the  calculation  will  necessarily  differ 
according  as  the  earned  income  is  placed  in  the 
lowest,  or  the  highest  zone,  or  is  divided  proportion- 
ately amongst  the  several  zones.  This  would  be  a 
matter  for  legislation,  but  it  is  one  that  at  once 
deprives  the  scheme  of  an  advantage  that  at  first 
sight  it  seems  to  have,  viz.,  that  in  cases  of  dispute 
or  appeal  only  the  highest  zone  or  zones  of  income 
would  be  affected.  Where  the  income  forming  the 
subject  of  an  adjustment  falls  into  one  or  more  of 
the  earlier  zones,  the  entire  calculation  may  be  dis- 
turbed. 

11.  For  the  purpose  of  this  example  it  is  assumed 
that  the  earned  income  is  to  be  dealt  with  in  the 
earlier  zones. 

In  that  case — 

(a) 1  the  salary  would  be  charged  as  follows:  — 

First  £100 Nil 

Next  £400  at  2s.  6d.  in  the  £ ...  £50 

(b)  the  income  from  War  Loan  would  be  charged 
as  follows : — 

£100  at  5s.  in  the  £ £25 

(c)  the  debenture  interest  would  be  liable  as 
follows : — 

£50  at  5s.  in  the  £ ...  £12  10  0 


Inasmuch  as  this  interest  has  been  taxed  at  the 
source  at  6s.  a credit  of  £2  10s.  (viz.,  £50  at  6s. 
less  5s.)  is  due  to  the  taxpayer,  and  this  amount  can 
be  set  off  against  either  of  the  two  assessments  (a) 
or  (6)  above. 

12.  The  case  taken  is  one  which  is  rendered  simple 
by  the  figures  being  round  figures  and  by  the  absence 
of  any  allowances  for  wife,  children,  Life  Insurance, 
&c.,  and  one  in  which  the  facts  are  assumed  to  be 
accurately  and  finally  known  and  agreed  at  the  time 
when  the  assessments  are  being  made.  In  this  case 
the  method  of  graduation  suggested  can  be  worked 
with  reasonable  ease.  The  case,  however,  so  far 
from  being  a normal  case,  is  an  exceptional  case  in 
the  actual  administration  of  the  Income  Tax. 

13.  Another  example  exhibiting  difficulties,  the 
occurrence  of  which  is  more  normal,  is  given  below : — 

Income  of  a taxpayer  residing  at  Leicester  as 
returned  by  him  (computed  according  to  the  Income 
Tax  Acts)  : — 


£ 

£ 

Income  from  partnership  in  Leicester  . . . 
,,  ,,  director’s  fees  in  London... 

493 

132 

,,  ,,  ,,  ,,  Man- 

Chester 

60 

,,  ,,  War  Loan  (not  taxed  at 

the  source) 

37 

,,  ,,  house  property 

279 

, , , , taxed  investments ... 

184 

— 

1,185 

Deduct : — 

Ground  rent  payable 

20 

Mortgage  interest  secured  on  property... 

40 

£60 

60 

Net  income,  less  charges  .. . 

£1,125 

Allowance  due  in  respect  of  Life 

Insurance  

£106 
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14.  If  the  assessment  upon  this  income  (including 
that  which,  in  fact,  falls  to  be  taxed  at  the  source) 
were  assessable  upon  the  taxpayer  in  a single  sum, 
at  one  place  and  at  a time  when  all  the  facts  have 
become  fully  and  finally  ascertainable  (as  happens  in 
the  case  of  the  United  Kingdom  Super-tax  and  in 
many  foreign  and  Dominion  taxes),  and  especially  if 
there  were  no  differentiation  between  earned  and 
unearned  incomes,  there  would  be  no  difficulty  in 
applying  the  scale  to  this  case.  In  the  circumstances 
as  they  actually  exist  the  position  is  very  different, 
and  a procedure  on  the  lines  explained  in  the  following 
paragraph  would  be  requisite. 

15.  Regard  being  paid  in  the  first  instance  only  to 
the  items  in  the  taxpayer’s  income  apart  from  the 
allowance  (for  Life  Assurance  premiums)  to  which 
he  is  entitled,  the  case  can  be  treated  in  the  following 
way:  — 

Income  from  partnership  in  Leicester  ...  ...  £493 

,,  ,,  War  Loan  ...  ...  ...  ...  37 

assessed  by  the  District  Commissioners  in  Leicester 
as  follows : — 

£100  at  nil. 

£ s.  d.  £ s.  d 
*£393  at  2s.  6d.  ...  49  2 6 

*£7  at  3s.  l* * * § *d.J 1 1 10* 

+£30  at  5s. J 7 10  0 

57  14  4* 

Income  from  director’s  fees  in  London  ...  £132 
assessed  by  the  District  Commissioners  in 
London  as  follows:  — 

+£132  at  4s £26  8 0 

Income  from  director’s  fees  in  Manchester  ...  £60 

assessed  by  the  District  Commissioners  in 
Manchester  as  follows:  — 

+£60  at  4s £12 

Income  from  property  (chargeable  by  deduction  at 
the  source)  £279. 

Proper  amount  chargeable  (including  charges) : 
£ s.  d.  £ s.  d. 

+£219  at  5s 54  15  0 

§£60  at  6s 18  0 0 

72  15  0 

Taking  the  most  favourable  hypothesis  (from 
the  point  of  view  of  simplicity)  it  may  perhaps 
be  possible  (as  is  possible  under  the  existing 
system  of  graduation)  to  arrange  that  this  sum 
(£72  15s.)  and  not  a sum  equal  to  6s.  in  the  £ 
shall  be  charged  upon  the  property;  if  this 
should  prove  impossible  any  excess  amount  de- 
ducted must  be  set  off  against  one  or  other  of 
the  foregoing  assessments  or  must  be  subse- 
quently repaid. 

£ s.  d.  £ s.  d. 

Income  from  taxed  invest- 
ments   184  0 0 


Tax  deducted  at  6s.  ...  ...  65  4 0 

Tax  chargeable — 

+£59  at  5s 14  15  0 

||  £125  at  6s 37  10  0 

52  5 0 

Tax  deducted  in  excess  and  to 

be  set  off  against  one  or 
other  of  the  direct  assess- 
ments ...  ...  ...  2 19  0 


16.  In  this  example  it  has  been  assumed,  for  the 
sake  of  additional  simplicity,  that  the  earned  and  un- 
earned incomes  could  be  distributed  over  the  zones 
(or  sections  of  income)  without  discrimination  (see 
footnote!  to  par.  15).  The  calculation  and  the  resul- 
tant duty  would  otherwise  be  different  from  those 


* These  amounts  mako  up  tho  £400  to  which  tho  rates  of  2j.  Gd. 
(earned)  and  3s.  ljd.  (unearned)  apply. 

f Those  amounts  make  up  the  slioe  of  income  between  £500 
and  £1,000  chargeable  at  4s.  (earned)  and  6s.  (unearned). 

J To  avoid  a further  complication  in  the  example  it  is  for  the 
moment  assumed  that  unearned  income  can  he  introduced  at  any 
point  of  the  scale,  as  may  be  convenient,  without  disturbing  the 
result.  This  is  not  in  fact  the  case.  See  paragraphs  10  and  16. 

§ This  amount  is  charged  at  6s.  because  it  does  not  form  part 
of  the  taxpayer’s  income,  the  tax  thereon  being  deductible  by 
him  on  payment  of  the  charges  to  which  it  relates. 

||  This  amount  represents  the  slice  of  income  exceeding  £1,000, 
chargeable  at  6s.  (unearned). 


set  out  above,  and,  of  course,  in  practice  there  would 
require  to  be  a discrimination  on  lines  laid  down  by 
Parliament.  The  discrimination  would  lead  to  com- 
plication, as  previously  indicated,  wherever  adjust- 
ment of  the  assessment  on  any  source  of  income  became 
necessary. 

17.  Even  at  this  stage  and  making  all  assumptions 
in  the  interests  of  simplicity,  the  case  is  clearly  diffi- 
cult for  the  taxpayer  to  follow,  but  there  is  the  more 
serious  difficulty  that  the  allowance  to  which  he  is 
entitled  in  respect  of  Life  Insurance  (£106)  has  still 
to  be  made.  If  this  allowance  is  made  at  the  lowest 
rate  chargeable  on  any  part  of  his  income  (2s.  6d.  in 
the  pound),  the  taxpayer  is  deprived  of  part  of  the 
relief  to  which  he  is  entitled;  if  it  is  made  at  the 
highest  rate  chargeable  on  any  part  of  his  income 
(viz.,  6s.  in  the  pound  on  unearned  income  exceeding 
£1,000)  the  taxpayer  is  left  to  pay  too  little  tax, 
viz.,  tax  at  the  rate  applicable  to  an  income,  not  of 
£1,125  which  is  his  actual  income,  but  of  £1,019, 
as  if  that  were  his  actual  total  income  and  he  were 
not  in  a position  to  insure  his  life.  The  allowance, 
if  it  is  to  be  accurate,  must  be  made  at  the  effective 
rate  applicable  to  the  income  as  a whole  which  has 
to  be  arrived  at  as  follows. 

18.  The  tax  chargeable  upon  the  taxpayer  ( see 
paragraph  15)  is  as  follows : — 


£ 

s. 

d. 

Chargeable  at  Leicester  

57 

14 

4} 

,,  London  

26 

8 

0 

,,  Manchester 

12 

0 

0 

Chargeable  in  respect  of  house 

property  

72  15 

0 

Chargeable  in  respect  of  invest- 

ments 

52 

5 

0 

Total  

221 

2 

a 

Less  tax  deductible  on  paying 

charges  

18 

0 

0 

203 

2 

4* 

His  income  is 

1,185 

0 

0 

Less  charges  ... 

60 

0 

0 

£1,125  0 0 

19.  A tax  of  £203  2s.  4jd.  on  £1,125  is  equal  to 
3s.  7-332d.*  in  the  £,  which  (on  the  assumptions 
taken)  is  the  effective  rate  applicable  to  the  case  of 
this  taxpayer.  He  is  therefore  entitled  to  an  allow- 
ance of  3s.  7-332d.  in  the  £ on  £106  or  £19  2s.  9d., 
which  would,  perhaps,  most  naturally  fall  to  be 
deducted  from  the  assessment  made  at  Leicester  (see 
paragraph  15). 

20.  The  taxpayer  would  therefore  receive  the 
following  assessments : — 

On  salary  and  War  Loan  at  Leicester  as  follows:  — 
£ s.  d.  £ s.  d. 
£393  at  2s.  6d.  in  the  £=  49  2 6 
£7  at  3s  l^d.  in  the  £=11  10£ 

£30  at  5s.  in  the  £ ...=  7 10  0 

57  14  4i 

Less  tax  over-deducted  on 

dividends  2 19  0 

Less  Life  Assurance  allow- 
ance on  £106  at  3s. 

7-332d.  in  the  £ 19  2 9 


22 

1 

9 

36 

12 

n 

On  director’s 

fees  in 

London 

26 

8 

0 

On  director’s 

fees  in 

Manchester 

12 

0 

0 

whilst  the  balance  of  his  income  (from  property  and 
investments)  would  be  taxed  by  deduction  at  the 
rate  of  5s.  and  6s.  in  the  £.  These  assessments  he 
would  receive  at  different  times  from  different  offices, 


* In  practice  it  would  no  doubt  be  adequate  to  work  to  ono  or 
two  plaoes  of  decimals  of  a penny. 
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from  the  Clerks  to  the  several  bodies  of  District  Com- 
missioners concerned.  However  carefully  they  might 
be  explained,  it  appears  doubtful  whether  the  average 
taxpayer  could  give  the  time  necessary  to  understand 
them. 

21.  Whether  this  is  so  or  not,  there  remains  the 
difficulty  that  after  the  assessments  have  been  made 
a taxpayer’s  return  may  be  found  to  require  amend- 
ment. For  example,  in  the  illustration  given,  one  of 
the  taxpayer’s  houses  may  become  empty  for  the  last 
quarter  of  the  year;  and  later  he  may  show  title  to 
an  adjustment  in  respect  of  his  income  from  direc- 
tor’s fees.  On  each  occasion  the  whole  of  the  calcula- 
tions, or  a considerable  part  of  them — including  the 
allowance  for  Life  Insurance — will  require  to  be 
re-made.  This  difficulty  is  serious  and  continually 
recurrent:  it  arises  from  the  fact  that  at  the  time 
when  returns  and  assessments  are  being  made  many 
items  in  a taxpayer’s  income  are  not  yet  finally 
ascertained.  The  conditions  are  altogether  different, 
for  example,  from  those  obtaining  when  a taxpayer 
prefers  a claim  for  repayment  of  tax  after  the  close 
of  the  year  to  which  the  claim  relates. 

22.  For  instance,  assume  that  the  directorship  in 
London  ceases  during  the  year  and  that  the  income 
therefrom  proves  to  be  not  £132,  but  £100  only.  In 
that  event  the  following  adjustments  must  be  made. 

23.  In  the  first  place,  the  assessment  on  the  fees 
must  be  reduced  from  £26  8s.  (£132  at  4s.)  to  £20 
(£100  at  4s.). 

24.  Secondly,  the  deduction  of  £2  19s  in  respect  of 
tax  overcharged  on  the  investments  needs  correction. 

The  amount  which  has  been  charged  at  the  rate 
applicable  to  the  slice  of  income  between  £500  and 


£1,000  has  been  reduced  to  £409,  viz.:  — 

£ 

War  Loan  (assessed  at  Leicester)  ...  30 

Director’s  fees  (assessed  at  London)  ...  100 

Director’s  fees  (assessed  at  Manchester)  60 
Income  from  property  219 


£409 


and  £91  of  the  income  from  investments  is  there- 
fore properly  chargeable  at  the  5s.  rate.  As  tax  has 
been  deducted  ajs  6s.  the  difference  of  £4  11s.  (£91 
at  Is.)  must  be  allowed  from  one  of  the  direct  assess 
ments  in  lieu  of  the  £2  19s.  previously  allowed. 


25.  Thirdly,  the  allowance  for  Life  Insurance 
premiums  needs  correction.  That  allowance  had  pre- 
viously been  made  at  3s.  7-332d.  in  the  pound;  but 
this  is  no  longer  the  effective  rate  of  tax  on  the 
income  as  a whole,  and  that  rate  must  be  recalculated 
is  follows:  — 


Tax  chargeable  at  Leicester 

„ „ „ London  

,,  ,,  ,,  Manchester  ... 

„ „ in  respect  of  house 

property 

,,  ,,  in  respect  of  in- 

vestments : — 

£ s.  d. 

£91  at  5s.  ...  = 22  15  0 

£93  at  6s.  ...  = 27  18  0 


£ s.  d 
57  14  41 
20  0 0 
12  0 0 

72  15  0 


50 

13 

0 

Less  tax  deductible  on  paying 

213 

2 

4-i- 

charges  

18 

0 

0 

Total  tax  

£195 

2 

14 

Taxpayer’s  income  as  before 

1,125 

0 

0 

Less  reduction  in  director’s  fees  ... 

32 

0 

0 

£1,093  0 0 

. £195  2s.  4id.,  . 

26.  The  effective  rate  of  tax  is  — which 


works  out  at  3s.  6‘844d.  in  the  pound  Taking  the 
first  two  places  of  the  decimal,  the  allowance  for  the 


Life  Insurance  premiums  comes  to  £18  18s.  5d.  in- 
stead of  the  £19  2s.  9d.  previously  allowed. 

27.  Certain  alternatives  to  the  above  method  of 
working  the  system  may  now  be  considered. 

28.  Firstly,  it  may  be  suggested  that  a better 
course  would  be  to  start  by  ascertaining  the  effective 
rate  of  tax  upon  the  whole  income  and  to  base  the 
whole  series  of  calculations  upon  the  effective  rate 
so  chargeable.  In  the  example  given  the  effective 
rate  is  3s.  7-332d.  in  the  £ ( see  paragraph  19),  and 
this  applies  to  the  whole  of  the  taxpayer’s  income 
with  the  exception  of  the  sum  of  £60  which  under 
the  principle  of  taxation  at  the  source  is  included 
in  the  assessment  upon  him,  but  which  in  fact  consti- 
tutes charges  in  respect  of  ground  rent  and  mortgage 
interest  which  he  has  to  pay  away. 

Tax  upon  this  sum  of  £60  requires  to  be  levied 
at  6s.  in  the  £ because  that  is  the  rate  at  which  the 
taxpayer  is  entitled  to  deduct  tax  on  paying  these 
charges.  Subject  to  that  reservation  the  whole  in- 
come, less  the  Life  Insurance  allowance,  would  upon 
the  foregoing  basis  be  chargeable  to  Income  Tax  at 
the  rate  of  3s.  7-332d.  in  the  £.  The  difficulty  in 
taking  this  course,  however,  is  that  no  progress  at 
all  can  be  made  upon  this  basis  until  the  total  income 
of  the  taxpayer  is  precisely  known  and  the  effective 
rate  has  thus  become  precisely  ascertainable,  while  so 
soon  as  one  of  the  taxpayer’s  houses  becomes  unoccu- 
pied, or  so  soon  as  for  any  other  reasqn  the  total 
income  returned  by  him  requires  revision,  the  effec- 
tive rate  of  Income  Tax  upon  the  income  changes 
and  all  the  various  calculations  made  have  to  be 
revised. 

29.  Secondly,  it  might  be  suggested  that  the 
calculations  could  be  simplified  by  granting  all  per- 
sonal allowances*;  not  at  the  effective  rate  but  at 
the  lowest  rate  in  the  scale.  This  would  remove 
only  some  part  of  the  difficulties  to  be  incurred  and 
only  at  the  cost  of  the  introduction  into  the  Income 
Tax  of  a novel  and  highly  debatable  principle,  60  far 
as  regards  allowances  in  respect  of  a wife,  children 
or  dependants,  which  would  operate  to  the  disadvan- 
tage of  taxpayers. 

30.  Thirdly,  it  may  be  suggested  that  the  calcu- 
lation could  be  simplified  if  all  direct  assessments 
made  upon  a taxpayer  were  made  upon  him  at  one 
time  and  at  one  place. 

To  this  suggestion  the  observations  made  in  the 
last  paragraph  equally  apply.  The  system  of  assess- 
ing the  taxpayer  at  the  place  where  the  income 
arises  and  where  the  taxing  officials  have  knowledge 
concerning  it  is,  in  the  Board’s  judgment,  of  too 
great  advantage  both  to  the  Exchequer  and  to  the 
taxpayer  to  be  lightly  discarded.  Its  abolition 
would  create  other  practical  difficulties  which  in 
their  turn  would  have  to  be  combated.  This  matter 
was  dealt  with  in  Mr.  Harrison’s  evidence-in-chief 
on  Assessments  (paragraphs  28  to  38,  questions  25,009 
to  25,019).  There  is  a further  point  worthy  of  men- 
tion in  connection  with  convenience  of  administra- 
tion. A system  depending  on  taxation  at  the 
source,  and  embracing  very  numerous  incomes, 
grows  in  complexity  with  the  number  of  separate 
rates  of  tax.  At  present  (excluding  the  temporary 
rates  granted  in  respect  of  army  pay,  &c.,)  there  are 
only  five  rates  in  addition  to  the  normal  rate  of  6s. 
Scale  I entails  ten  rates  in  addition  to  the  rate  of 
6s.  Even  the  existing  six  rates  are  found  very  un- 
wieldy in  the  arrangement  of  assessment  books  and 
other  documents. 


APPLICATION  TO  THE  INCOME  TAX  OF  A SCALE  HAVING 
THE  SAME  EFFECTS  AS  ILLUSTRATIVE  SCALE  I BUT 
WITH  A DIFFERENT  EXPRESSION. 

31.  It  is  proposed  to  consider  next  the  practical 
working  of  the  scale  which  has  so  far  been  under  con- 
sideration, if  that  scale  be  expressed  in  a different 


* These  allowances  include  reliefs  in  respect  of  a wife,  children, 
dependants,  and  Life  Insurance  and  are  due  in  varying  amounts 
to  the  great  majority,  though  not  all,  of  the  taxpayers, 
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and  less  inconvenient  form.  The  following  scale  pro-  paragraph  8 above;  it  differs  only  in  the  method  of 
duces  exactly  the  same  results  as  Scale  I,  set  out  in  expression:  — 


Illustrative  Scale  II. 
Earned  income. 


Amount  of  total  income. 

Exceeding 

Not 

exceeding 

Rate  of  tax 

in  the  £. 

£ 

£100 

s.  d. 
Nil. 

£ 

8. 

d. 

100 

500 

Nil  on  first 

100 

...  2 

6 on  balance 

500 

1,000 

2 0 „ 

500 

...  4 

o 

1,000 

1,500 

3 0 „ 

1,000 

...  5 

3 

1,500 

2,000 

3 9 „ 

1,500 

...  6 

9 

2,000 

2,500 

4 6 „ 

2,000 

...  8 

3 

2,500 

|3,000 

5 3 „ 

2,500 

...  9 

9 

3,000 

— 

6 0 on  whole  income. 

Unearned  income. 


Amount  of  total  income. 

Rate  of  tax 

in  the  £. 

Exceeding 

Not  exceeding 

£ 

£ 

s.  d. 

s.  d. 

— 

100 

Nil. 

£ 

100 

500 

Nil  on  first 

100  ... 

3 14  on  balance. 

500 

1,000 

2 6 

500  ... 

5 0 

1,000 

1,500 

3 9 

1,000  ... 

6 0 

1,500 

2,000 

4 6 „ 

1,500  ... 

7 6 

2,000 

2,500 

5 3 

2,000  ... 

9 0 

2,500 

— 

6 0 on  whole  income. 

32.  The  difficulties  entailed  in  this  scale  are  of  the 
same  nature  as  those  entailed  in  Scale  I,  and  the 
advantage  over  Scale  I is  merely  that  in  each  case 
the  income  extends  into  only  two  zones  or  sections  of 
income.  The  same  difficulty  of  adjustment  in  both 
zones  arises  where  an  adjustment  is  made  of  the 
assessment  on  any  income  falling  into  the  first  zone ; 
and  the  same  difficulties  present  themselves  in  deal- 
ing with  the  rate  of  tax  at  which  personal  allowances 
are  to  be  made. 

Seale  II  at  the  same  time  lacks  the  advantage 
which  is  sometimes  alleged  in  favour  of  Scale  I,  that 
it  shows  clearly  on  its  face  the  Tate  of  tax  uniformly 
charged  in  alll  cases  on  each  slice  or  section  of  income. 

Apart  from  these  difficulties,  such  scales  as  I and 
II  are,  it  is  suggested,  not  likely  in  practical  wording 
to  be  well  understood  and  appreciated  by  the  public. 
A taxpayer  does  not  regard  his  income  in  sections. 
When  he  is  considering  his-  Income  Tax  he  thinks  of 
Ins  income  as  a whole  and  the  rate  of  tax  that  he  has 
to  pay  upon  it.  For  instance,  a person  whose  income 
of  £1,750  consists  of  £1,600  untaxed  remittances  from 
property  abroad  and  £150  from  dividends  taxed  by 
deduction  at  6s.,  thinks  merely  of  the  £i,750  and  the 
rate  of  tax  that  he  should  bear  on  it.  He  knows 
that  the  6s.  rate  deducted  from  the  £150  is  too  high, 
but  he  will  not  readily  appreciate  that  a reasonable 
way  of  putting  his  liability  right  lies  in  charging  him 
as  follows : — 

(а)  on  his  £1,600  foreign  remittances  £1,500  at 

4s.  6d.  and  £100  at  7s.  6d.,  and 

(б)  on  his  already  taxed  £150  from  dividends  at 

a further  rate  of  Is.  6d.,  or  alternatively 
on  £1,350  at  4s.  6d.  and  £250  at  7s.  6d., 
with  an  allowance  of  £150  at  Is.  6d. 

33.  Moreover,  knowing  that  he  should  pay  a rate 
of  less  than  6s.  on  his  income  as  a whole,  it  iB  sug- 


gested that  the  idea  would  not  be  welcome  to  him 
that  any  part  of  his  income  has  to  be  charged  at  the 
rate  of  7s.  6d. 

In  this  connection  another  example  may  be  given. 
A taxpayer’s  total  income  is  £2,400,  made  up  of 
£2,100  earned  income  and  £300  dividends,  from 
which  tax  at  6s.  in  the  £ has  been  deducted.  Assum- 
ing that  it  has  been  provided  by  law  that  the  first 
£2,000  shall  be  taken  to  be  earned  income,  he  would 
be  charged  at  certain  rates  (under  Scale  T or  Scale 
II)  on  that  £2,000  and  at  8s.  3d.  in  the  £ on  the 
balance  of  earned  income  £100).  He  should  also 
return  the  £300  already  taxed  at  6s.,  so  that  he  may 
be  again  taxed  on  it  at  3s.  in  the  £.  In  practice 
there  would  clearly  be  an  incentive  to  omit  from  a 
return  income  already  taxed  by  deduction,  and  the 
emission  of  such  income  is  the  most  difficult  kind  of 
omission  to  check.  There  would  also  be  an  increased 
incentive  to  understate  profits  for  business,  etc.,  for 
direct  assessment.  In  the  example  given,  if  the 
earned  income  were  returned  at  £2,000. , instead  of 
£2,100,  the  tax  lest  under  the  existing  law  would  be 
£100  at  5s.  3d.  Under  Scale  II  it  would  be  £100  at 
8s.  3d. 

APPLICATION  TO  THE  INCOME  TAX  OF  SCALES  SIMILAR  TO 

THE  FOREGOING,  BUT  WITH  MORE  FREQUENT  BREAKS. 

34.  It  would  be  easy  to  construct  scales  correspond- 
ing exactly  with  Scales  I and  II  dealt  with  above, 
except  that  the  successive  increases  in  the  rates  would 
be  smaller  in  amount  and  would  take  place  at  more 
frequent  intervals,  say  at  intervals  of  £100. 

35.  For  example,  the  following  scale  for  unearned 
income  corresponds  with  Scale  II,  except  in  the  par- 
ticular named  above.* 

* The  corresponding  scale  for  earned  income  is  omitted  for 
reasons  of  space. 
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Illustrative  Scale  III. 


Unearned  income. 


Amount  of  total  income. 

Nominal  rates  of  tax  in  the  £. 

Effective  rate  of  tax  in 
the  £ rising 

Exceeding 

Not 

exceeding 

from 

to 

£ 

£ 

s.  cl. 

S. 

d. 

s.  d. 

s. 

d. 

0 

100 

Nil 

Nil 

Nil 

100 

200 

Nil  on  first  £100  ... 

2 

6 on  balance 

Nil 

1 

3 

200 

300 

1 3 

„ 200  ... 

3 

o 

1 3 

1 

10 

300 

400 

1 10 

„ 300  ... 

3 

6 

1 10 

2 

3 

400 

500 

2 3 

„ 400  ... 

3 

H 

2 3 

2 

7 

500 

600 

2 7 

„ 500  ... 

4 

1 

2 7 

2 

10 

000 

700 

2 10 

„ 600  ... 

4 

7 

2 10 

3 

1 

700 

800 

3 1 

„ 700  ... 

5 

1 

3 1 

3 

4 

800 

900 

3 4 

„ 800  ... 

5 

7 

3 4 

3 

7 

900 

1,000 

3 7 

„ 900  ... 

6 

1 

3 7 

3 

10 

1,000 

1,100 

3 10 

„ 1,000  ... 

6 

7 

3 10 

4 

1 

1,100 

1,200 

4 1 

„ 1,100  ... 

7 

1 

4 1 

4 

4 

1,200 

1,300 

4 4 

„ 11,200  ... 

7 

7 

4 4 

4 

7 

And  so  on  up  to  £2,500 


86.  The  objections  to  Scale  TII  are  of  the  same 
nature  as  those  to  Scale  II,  with  the  added  objections 
that  the  narrowness  of  the  zones  would  multiply  the 
number  of  points  around  which  disputes  as  to  the 
quantum  of  total  income  concentrate,  and  the  multi- 
plicity of  different  rates  would  make  practical  work- 
ing most  difficult.  The  difficulty  arising  out  of  so 
great  a number  of  separate  rates  will  bo  appreciated 
when  it  is  remembered  that  there  are  6ome  twelve 
millions  of  separate  assessments  of  houses,  land  and 
buildings,  and  that  it  is  practically  essential  in  deal- 
ing with  this  large  number  of  Schedule  A assessments, 
that  the  assessment  should  be  prepared  and  arranged 
much  in  the  same  form  as  that  of  rate  books,  except 
that  they  last,  with  the  necessary  alterations,  for  a 
period  of  years.  In  addition  to  the  mechanical 
difficulties  arising  out  of  the  use  of  so  many  rates, 
the  numerous  alterations  of  rate  from  year  to  year, 
due  to  the  great  number  of  small  zones,  could  not 
fail  to  occasion  much  confusion. 


37.  In  the  same  way,  of  course,  a scale  could  be 
constructed  corresponding  exactly  with  Scale  I except 
that  the  increases  of  rates  take  place  at  each  suc- 
cessive £100. 

38.  Such  a scale  would  reproduce  the  same  diffi- 
culties as  Scale  I (paragraphs  8 to  30)  with  the 
difference  that  these  difficulties  are  increased  owing 
to  the  larger  number  of  zones  or  sections  of  income 
to  which  the  different  rates  have  to  be  applied. 

39.  To  a slight  modification  of  this  scale  under 
which  the  balance  of  an  income  above  the  last  com- 
plete £100  would  be  charged  at  the  same  rate  as  the 
last  complete  £100  the  same  observations  would  apply. 

Application  to  the  income  tax  of  a further  possible 

SCALE  HAVING  THE  SAME  EFFECTS  AS  ILLUSTRATIVE 
8CALE  I BUT  WITH  A DIFFERENT  EXPRESSION. 

40.  Finally  the  following  scale  may  be  considered. 


Illustrative  Scale  IV. 


Incomes  not  exceeding  £1,000. 


Amount  of  total  income. 

Abatement  allowed  from  income 
before  tax  is  charged. 

Rate  of  tax 
balance  o 

charged  on 
f income. 

Exceeding 

Not  exceeding 

Earned. 

Unearned. 

£ 

£ 

£ 

s.  d. 

s.  d. 

100 

— 

Exempt. 

Exempt. 

100 

500 

100 

2 6 

500 

1,000 

One-third  of  the  amount  by  which 
the  income  is  less  than  £1,000. 

3 0 

a 

3 9 

2 D 
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Incomes  exceeding  £1,000. 


Amount  of  total 
income. 

Rate  of  tax  on  total 
income. 

Rebate  allowed. 

Exceeding 

Not 

exceeding 

Earned. 

Unearned. 

£ 

£ 

s. 

d. 

s.  d. 

s.  d. 

1,000 

1,500 

3 

9 

4 6 

1 6 in  the  pound  on  amount  by  which 

income  is  less  than  £1,500. 

1,500 

2,000 

4 

6 

5 3 

2 3 do.  £2,000. 

2,000 

2,500 

5 

3 

6 0 

3 0 do.  £2,500. 

2,500 

3,000 

6 

0 

6 0 

On  wholly  earned  incomes  3s.  9c?.  in  the 
pound  on  amount  by  which  income  is  less 
than  £3,000.  On  wholly  unearned  incomes 
no  rebate.  On  mixed  iucomes  a modified 
relief  would  be  requisite. 

3,000 

6 

0 

6 0 

No  rebate. 

41.  This  scale  is  precisely  the  same  in  its  effect  as 
Scale  No.  I and  Scale  No.  II. 

42.  Apart  from  the  question  of  personal  allowances 
(such  as  allowances  for  wife,  children  or  Life  In- 
surance) it  produces  the  same  effective  rate  of  tax. 
It  differs  only  in  the  method  of  expression.* 

43.  It  does  not  as  it  stands  overcome  the  difficulty 
(see  paragraph  17)  as  to  the  rate  of  relief  to'  be 
granted  in  respect  of  personal  allowances  where  the 
total  income  falls  between  £1,000  and  £3,000 : but 
this  allowance  can  be  made  fairly  and  in  a manner 
that  preserves  the  character  and  smoothness  of  the 
graduation  by  deducting  the  amount  of  the  allowance 
from  the  income  to  be  charged  with  tax  (as  under 
the  existing  system)  and  reducing  the  rate  of  the 
rebate  by  the  number  of  pence  represented  by  nine 
five-hundredths  of  the  number  of  pounds  in  the 
allowance. 

44.  It  also  involves  a difficulty  in  certain  cases 
where  personal  allowances  have  to  be  made  to  tax- 
payers, whose  incomes  lie  just  above  £500.  This 
difficulty,  which  may  perhaps  be  described  as  a nega- 
tive “ jump,”  is  shown  by  comparison  of  the  two 
following  examples:  — 

A.  has  an  income  of  £500  a year  (earned)  and 
is  entitled  to  personal  allowances  of  £200.  His 
Income  Tax  liability  would  be  calculated  under  the 
scale  as  follows  : — 


Total  income  . . . 

£500 

Less  Abatement 

...  " ..."  £100 

Allowances 

£200 

— 

£300 

£200 

£200  at  2s.  6d. 

in  the  £ = £25. 

B.  has  an  income  of  £520  a year  (earned)  and 
is  entitled  to  personal  allowances  of  £200.  His 
liability  would  be  calculated  under  the  scale  as 
follows : — 


Total  income  . . 

£520 

Less  Abatement 

£160 

Allowances 

£200 

— 

£360 

£160 

£160  at  3s. 

in  the  £ = £24. 

The  taxpayer  with  an  income  of  £520,  therefore, 
would  pay  less  than  the  taxpayer  with  an  income  of 
£500,  when  each  is  entitled  to  personal  allowance  of 
£200. 


* As  stated  in  the  footnote  to  paragraph  8 the  rates  of  the  scale 
are  only  illustrations.  This  particular  form  of  expression  can  be 
extended  to  other  scales  of  graduation.  For  instance  the  scale  in 
paragraph  65  et  scq.  of  Mr.  Hopkins’  evidence-in-chief  is  in  a 
similar  form. 


45.  Under  the  scale  mentioned  (but  not  advocated) 
in  paragraphs  65  et  scq.  (questions  4030  et  scq.)  of 
Mr.  R.  V.  N.  Hopkins’  proof  of  evidence  on  gradua- 
tion (a  scale  which  resembles  that  now  under  dis- 
cussion) the  anomaly  shown  above  would  not  arise, 
as  the  reduction  in  the  amount  payable,  caused  by 
the  allowance  being  computed  at  an  increased  rate, 
would  be  counteracted  by  the  positive  “ jump  ” at 
£500  referred  to  in  paragraph  75  (question  4040)  of 
the  proof  and  the  footnote  thereto. 

46.  The  two  scales  referred  to,  via.,  Illustrative 
Scale  IV,  set  out  above,  and  the  scale  in  paragraphs 
65  ct  scq.  of  Mr.  Hopkins’  evidence,  therefore,  present 
two  alternatives,  viz.:  — 

(a)  under  Illustrative  Scale  IV — to  create  a nega- 
tive “ jump,”  except  where  there  are  no 
personal  allowances,  the  negative  “ jump  ” 
increasing  as  the  amount  of  those  allow- 
ances increase,  or 

(5)  under  the  scale  put  forward  in  paragraphs 
65  ct  seq.  of  Mr.  Hopkins’  evidence — to 
create  a positive  “ jump,”  the  “ jump  ” 
being  at  a maximum  where  there  are  no 
personal  allowances,  and  decreasing  as  the 
amount  of  those  allowances  increase. 

47.  The  Board  dc>  not  recommend  in  any  way  a 
scale  upon  these  lines,  as  compared  with  some  much 
simpler  correction  of  the  imperfections  existing  in  the 
present  system  of  graduation.  But  the  scale  does 
express  the  Super-tax  method  of  graduation  in  a 
form  which  is,  perhaps,  capable  of  being  worked  in 
the  Income  Tax,  and  the  Board  are  of  opinion  that 
this  is  the  only  one  of  the  forms  considered  in  which 
that  method  could  be  so  worked.  It  provides  zones 
of  sufficient  width  to  enable  the  rate  of  tax  at  which 
a taxpayer  is  primarily  chargeable  to  be  readily 
ascertained.  It  provides  (subject  to  differentiation 
for  earned  income)  a single  rate  at  which  all  the 
income  of  a taxpayer  is  chargeable.  It  simplifies 
the  calculation  of  the  amount  of  set-off  due  to  any 
taxpayer,  part  of  whose  income  is  taxed  at  the  source 
at  the  rate  of  6s.  in  the  £.  It  does  not  involve  the 
assessing  authorities  in  the  necessity  to  delay  the 
work  of  assessment  pending  the  production  by  a 
taxpayer  of  an  accurate  statement  of  total  income 
from  all  sources  (a  statement  which  he  often  delays 
to  make  or  is  unable  to  make  with  accuracy  at  the 
time  when  returns  for  direct  assessment  are  neces- 
sary), and  it  enables  the  relief  due  to  the  taxpayer, 
in  order  to  adjust  his  total  charge  to  a smoothly 
graduated  scale,  to  be  given  on  a single  calculation, 
which  can  be  made  and  checked  as  a whole.  It 
enables  it,  moreover,  to  be  given  either  as  a deduc- 
tion from  a direct  assessment  at  a time  when  that 
assessment  is  being  made,  if  the  taxpayer  has  then 
made  his  return  of  total  income,  or  to  be  given  at  a 
later  date  if  the  taxpayer  in  particular  circumstances 
finds  it  necessary  to  delay  making  such  a return. 
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48.  For  example,  under  Illustrative  Scale  IV  the 
liability  in  the  example  given  in  paragraph  13  would 
be  computed  aB  follows : — 

Income  from  partnership  at  Leicester,  £ s.  d. 

£493  at  3s.  9d 92  8 9 

Director’s  fees,  £132  at  3s.  9d.  ...  24  15  0 

„ „ £60  at  3s.  9d.  ...  11  5 0 

Interest  on  War  Loan,  £37  at  4s.  6d.  8 6 6 

Income  from  property,  £219  at  4s.  6d.  49  5 6 
„ „ £60*  at  6s.  ...  18  0 0 


£204  0 9 

Less  personal  allowance  £ s.  d. 

(Life  Insurance),  £106 

at  3s.  9d 19  17  6 

Less  tax  overcharged  on 
dividends,  £184  at 

Is.  6d 13  16  0 

Less  rebate  of  duty 
375  x (18-9x106)  ...  25  2 10£ 

500  .68  16  4J 


£145  4 4£ 


Adding  to  this  the  tax  deducted  from  dividends, 
£55  4s.,  and  deducting  the  £18  recovered  by  the 
taxpayer  on  payment  of  the  charges  on  his  property, 
it  is  found  that  the  tax  actually  borne  by  the  tax- 
payer amounts  to  £182  8s.  4£d.,  while  under  Scale  I 
he  would  bear  £183  19s.  7^d.  (£203  2s.  4£d.  less 
£19  2s.  9d.),  as  shown  in  paragraph  19.  The  differ- 
ence of  £1  11s.  3d.  is  due  (a)  to  the  circumstance 
that  in  the  earlier  example  the  earned  and  unearned 
portions  of  the  income  have  been  assigned  for  sim- 
plicity to  the  various  zones  without  discrimination, 
and  ( b ) to  a trifling  difference  in  the  rate  at  which 
the  allowance  for  insurance  has  been  computed. 

49.  It  will  be  appreciated  that,  since  the  rate  at 
which  the  rebate  of  duty  is  to  he  calculated  contains 
only  one  variable  (viz.,  the  amount  of  the  personal 
allowances),  it  is  capable  of  being  arrived  at  from  a 
simple  table  of  small  dimensions.  In  practice,  the 
rate  would  probably  be  taken  to  the  nearest  farthing 
and  as  the  highest  rate  of  rebate  in  any  zone  is 
3s.  9d.,  the  range  of  possible  rates  is  seen  to  he  very 
limited. 


* This  amount  is  charged  at  6s.  because  it  does  not  form  part 
of  the  taxpayer’s  income,  the  tax  thereon  being  deductible  by  him 
on  payment  of  the  charge  to  which  it  relates. 
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tricts, defects  of  system  and  proposed 
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20,899-901 

on  All  incomes  irrespective  of  amount  : 
Advocated,  J.  E.  Allen,  1472  (19); 

Brabrook  1480,  1546 

Effect,  B.  V.  N.  Hopkins  3970 

Amounts  of  tax  payable  and  effective 
rates  on  selected  incomes  under  present 
and  proposed  scales  of  allowances,  &c., 

B.  V.  N.  Hopkins  3994 

Approval  of  system,  Webb  7135 

Constant,  of  £100,  effect  of,  B.  V.  N. 

Hopkins  3970 

Dependence  on  production  of  books,  sug- 
gestion, Currie  7674,  7780 

in  Dominions  and  Foreign  Countries, 

R.  V.  N.  Hopkins,  pp.  97^99,  100,  101,  103,  104 
Double,  in  case  of  married  man,  would  be 
improvement,  but  not  sufficient, 

Hughes  4563  6 

Extension  to  incomes  between  £700  and 
£1,000,  suggestion,  B.  V.  N.  Hopkins 

3990,  3992-3 

on  £401  of  £119,  on  £402  of  £118,  etc., 
to  £420  of  £100,  proposal,  B.  V.  N. 

Hopkins  4026-7 

Form  of  claim,  Collins pp.  41,  45 

Graduation  scheme,  Professional  Workers' 
Federation,  11,250;  Wolstenliolme, 
12,257-60,  12,305-12,  12,315,  12,318- 
24;  Norman,  12,315,  12,337-41;  Dr.  B. 

Jones  12,322-6 

History  of,  B.  V.  N.  Hopkins,  p.  2 (14), 

p.  51  (5)  (7)  (9)-(10)  (16)  (20),  p.  54  (3) 

Limit  : 

£120: 

for  Incomes  up  to  £500,  for 
incomes  £500  to  £1,000 
allowance  equal  to  one  quarter 
of  amount  by  which  income 
falls  short  of  £1,000  proposal, 

B.  V.  N.  Hopkins  4031,  4129-30 
should  be  Increased  or  exemption 

limit  raised,  Cook  17,725 

too  Low,  Barker 19,075-82 

£140  for  individual  and  £280  for  hus- 
band and  wife,  proposal,  Phillips 

3500?  3550-60,  3565 


Abatements — cont. 

Limit — cont. 

£160,  on  all  earned  incomes  up  to 

£1,000,  proposal,  Crook  ...  5730  (a),  5742 
£250,  advocated,  G.  B.  Carter 

20,140,  20,184-5 
Lowering,  objection  to,  B.  N.  Carter  3142 
Same  as  exemption  limit  advocated, 

Hughes,  4560;  Co-operative  Union, 

18,401;  G.  B.  Carter  ...20,140,20,153 

Taxation  should  commence  above  ex- 
emption limit  and  after  allow- 
ances deducted,  Walker,  Lyon, 

18,935,  18,973-8,  19,064-6 
to  Non-Residents,  abolition  of,  with  cer- 
tain exceptions,  Harrison  ...  6373-9,  6387 
any  Readjustment  as  regards  lowest 
scale  should  be  based  on  cost  of  living, 

Martin  5826,  5859-61,  5935-40 

Re-arrangement  would  remove  some 
grievances  of  some  classes,  Webb  ...  6909 

Regulation  of,  according  to  earned  in- 
come, difficulties,  Collins  26,847 

Relief  afforded  by,  suggestions,  B.  V.  N. 

Hopkins  4002 

Repayments,  numbers  and  amounts, 

1901-02  to  1918-19,  B.  V.  N.  Hopkins...  p.  24 

Report  and  evidence  of  Select  Committee 
of  1906,  Board  of  Inland  Revenue,  p.  52 

(13)-(15),  p.  53-4  (12)-(17) 

Scale,  B.  V.  N.  Hopkins p.  4 (9) 

System,  R..  V.  N.  Hopkins 8,  3990 

Zone  system  of  increasing  rates  and  in- 
creasing ABATEMENTS  : * 

Opinion  re,  Harrison  ...  27,232-48,  27,319 

Scheme,  Best,  Eborall,  Osier,  Young’ 
25,770-4,  25,781-2,  26,117-20, 

26,137-85,  26,192-205,  26,233-47,  p.  179-80 

Aberdeen  Women’s  Service  Society,  resolu- 
tion of  protest  against  joint  taxation  of 
husband  and  wife  ...  ...  ...  2943 


Ability  to  Pay : 

Aggregate  income  of  husband  and  wife, 

the  best  test,  Spry  2678,  2715 

Amendment  by  “ ability  to  live  on  what 

is  left  " proposed,  Brabrook 1483 

Aggregate  income  of  household,  objec- 
tion to,  Spry  2676 

Basis  of,  advocated,  Walker,  Lyon, 

18,929;  Pratt,  19,900 
Extension  of  principle  advocated,  Pro- 
fessional Workers'  Federation 12,248 

Principle,  Stamp  %02 

if  Tax  “ skilfully  ” adjusted  to,  little  real 
burden  imposed,  J.  E.  Allen  1472  (4), 

1511-15,  1522;  Brabrook,  1510 
Total  income  of  individual  irrespective 
of  personal  circumstances,  objection 
to,  Spry  2677 

2 E 


27759 


228 


ROYAL  COMMISSION  ON  THE  INCOME  TAX . 


Accountants : 

see  also  under  Audit  under  Accounts 
Conflict  of  duties  as  between  client  and 

State,  Campbell,  Staines...  23,806,  23,855-6 
Practising,  annual  supply  of  list  of  con- 
cerns for  which  accounts  prepared, 
proposal,  Towle.  Best,  21,301,  21,308, 

21,420;  21,503-9 

Professional,  disclosure  of  failure  to  pay, 
on  behalf  of  client,  question  of,  if 
Board  not  permitted  to  make  settle- 
ment, Ereaut  5045-52 

Value  of,  Hewitt  ...  ...  • ••  21,747-8 

Accounting,  Surveyors’  statutory  powers 

and  duties,  Collins  ...  ...  •••  •••  P-  36 

Accounts : 

Audit  : 

Certificate  from  Accountants,  extent 
of  value,  and  Revenue  officials 
should  retain  power  of  investiga- 
tion, in  spite  of,  London  12,519—26, 

12,648-9 

Compulsory,  question  of,  London 

12,407,  12,528 

Balance  Sheets  : 

Production : 

Advantage  and  importance  of, 

Ereaut,  4811;  London,  12,595-8 
Advocated,  Nelson  ...  ...  19,806 

Importance  of,  but  often  ob- 
jected to,  Howe  13,473-5,  13,583-4 

Right  to  Surveyors  not  objected 
to,  Rintoul  ...  •••  •••  25,405 

Surveyors’  request  for,  justified,  TP. 

Cash  8291,  8411-6 

Compulsory  Keeping  of  by  Traders  : 

Advocated,  Martin,  5813—5,  5847—50, 

5922-3,  5988-93,  6011-6;  Lakin- 

Smitli,  7707;  Currie,  7769;  TP. 

Cash,  8517-8;  Rayner,  8842,  8850-1, 

8912-44,  9077-80;  Cook,  17,714, 

17>746_7J  17,878-82;  Co-operative 

Union,  18,404;  Johnston,  19,347, 
19,402-6;  Aveling,  19,915;  Pratt, 

19,997;  Campbell,  Staines,  23, 806- 

23,840-50 

not  Advocated,  London  ...  ...12,660-3 

Towle,  21,516-21 
Value  doubted,  Stamp  ...  ...  9800-1 

Compulsory  production  of,  impracticable, 

Ereaut  4894-9 

Declaration  by  trader  as  to  form  of, 

would  be  useful,  London...  ...12,527,  12,530 
Employment  of  two  accountants,  one  for 
own  information  and  one  for  Income 
Tax  purposes,  Best  ...  21,426-37 

Farmers’,  see  under  Farmers. 

Inspection  of  Books  : 

Increased  powers  as  safeguard 

against  evasion,  Towle,  Best  ...  21,286 

Power  to  Board  of  Inland  Revenue 
advocated,  Ereaut,  4813;  Rayner, 

8943;  Money,  10,653,  11,028-30; 

London,  12,388-94,  12,406,  12,529- 
34,  12,601-10,  12,754-68,  12,764; 

Dagg,  20,849;  Towle,  Best,  21,305, 

21,308,  21,311-6;  Towle,  21,417-9, 
21,450-2,  21,486-9;  Mackie,  24,793  (10) 

by  Registrar,  proposal,  Johnston  ...  19,347 
Surveyor  should  have  right,  Co-opera- 
tive Union  ...  ...  ...  ...  18,404 

Loss  of  Revenue  from  failure  to  koop,  by 
small  traders,  Stamp,  9768-76,  9803, 

9830;  London , 12,650. 

Production  of  : 

Advocated  in  case  of  all  trading  con- 
cerns, Quin  ...  ...  24,348,  24,373 

before  Assessment  made,  power  to 
require,  advocated,  London,  12,388, 

12,406,  12,435-9,  12,507,  12,658-9 
Compulsory,  advocated,  Sulley, 

23,657 ; Campbell,  23,806 


Accounts— cont. 

Production  of — cont. 


to  General  Commissioners  objected  to 
by  some  members  of  the  chartered 
accountants’  societies,  Scotland, 

Rintoul 25,405 

Power  to  Board  of  Inland  Revenue 
would  be  approved,  Howe,  13,791- 
3;  Towle,  Best,  21,299,  21,308, 

21,311-6 

Practice  re,  and  extent  to  which 
accounts  received,  London,  12,492- 
506,  12,652-9;  Howe,  13,683-4; 

Towle,  Best,  21,291;  Sulley,  23,656. 
to  Special  Commissioners : 

Balance  sheets  and  trading 
accounts,  no  difficulty  in  ob- 
taining in  most  cases,  Howe  13,712-3 
Power  re,  proposed  amendment 
of  wording,  Howe,  13,471-6, 

13,559-81,  13,788-93 
Trading  and  profit  and  loss  ac- 
counts, importance  of,  but 
often  objected  to,  Howe 

13,473-5,  13,583 


to  Surveyors : 

Evasion  and  fraud  in  connection 
with,  and  proposed  remedy, 

Towle,  Best  ...  ...  21,303-7 

Power  to  request,  advocated, 

Nelson  19,797 

Proper  accounts  should  be  kept  by  all 
traders  and  produced  when  called  for, 
as  condition  of  receiving  abatements, 

Currie  ...  7674,  7769-80,  7853-8,  7910 

Secrecy,  approved,  Martin  ...  ...  6117-8 

Standard  form  of  certificate  signed  by 
taxpayer  and  by  properly  qualified 
accountant,  proposal,  Aveling  19,916, 

19,989-91 

Systematic  method  should  be  encouraged, 

Thompson  

Traders’,  should  include  estimate  of  goods 
used  for  home  consumption,  Co-opera- 
tive Union  ...  ...  ••• 

Accrington  Women’s  Service  Society,  resolu- 
tion in  favour  of  separate  taxation  of 

married  persons 

■ 1 Accruing  rate,”  see  Rate  under  Taxation 
at  the  Source. 


18,335 


18,404 


2943 


Acts  of  Parliament : 

12  Car.  2,  No.  34,  exemption  of  certain 
lands  belonging  to  the  Haberdashers’ 
Company  from  taxes,  Board  of  Inland 

Revenue  P-  1^0 

38  Geo.  3,  cap.  16:  R.  V.  N.  Hopkins 
n l ( 1) ; Board  of  Inland  Revenue, 

P'  p.  54  (1),  (2) 

Children  allowances,  Board  of  Inland 

Revenue  ...  •••  •••  p.  59  (2) 

Local  Commissioners,  Hewitt 21,566 

Charitable  Gifts  (43  Eliz.,  cap.  4),  Board 
of  Inland  Revenue  P-  144  (7)  etc. 

Companies,  1908-1917,  Committee  on 
amendment  of  law  under,  (Lord  Wren- 
bury),  report  quoted  re  Directors’  fees 

“ free  of  tax,”  Martin 

Copyright  1911,  Board  of  Inland  Revenue  p.  194 
Customs  and  Inland  Revenue  Act,  1872 
(35  & 36  Viet.,  cap.  20),  abatements, 

Board  of  Inland  Revenue  ...  P- 
Customs  and  Inland  Revenue  Act,  1878 
(41  & 42  Viet.,  cap.  15) : 

Depreciation  allowance,  plant  and 
machinery,  R.  V.  N.  Hopkins,  p.  2 
(13),  Board  of  Inland  Revenue, 

p.  65  (4)  (70)  (71),  p.  66  (76)  p.  70 
Wasting  Assets,  Leake,  3578,  3677; 

R.  B.  Hopkins,  13,032 ; Muspratt, 

16,061;  Board  of  Inland  Revenue  p.  63  (5) 
Customs’ and  Inland  Revenue  Act,  1890 
(53  & 54  Viet.,  cap.  8),  criticism  of  pro- 
visions for  adjustment  for  losses,  Q.  M. 

E.  Jones  5218,  5443-58 
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Acts  of  Parliament— cont. 

Distress  (Costs)  Act  (57  Geo.  3,  cap.  93), 
regulation  of  cost  of  distress  levied  for 
payment  of  small  rents,  Board  of  Inland 

Revenue  p.  202  (4)  (6)  (7) 

Distress  (Costs)  Act  (7  & 8'  Geo.  4,  cap. 

17),  Distress  Fees,  Board  of  Inland 

Revenue  p.  202  (4),  (7) 

Ejectment  and  Distress  (Ireland)  Act, 

1846;  Board  of  Inland  Revenue  p.  202-3 
Finance,  late  passing  of,  assessment  diffi- 
culty owing  to,  Fisher 22,152 

Finance  Act,  1894  (57  & 58  Vict.,  cap. 

30): 

Allowances  for  repairs,  Board  of 
Inland  Revenue  ...  ...  ...  p.  81 

Assessment  of  married  persons,  Board 

of  Inland  Revenue p.  58  (3) 

Assessment  of  profits  from  the  occupa- 
tion of  land,  Board  of  Inland 

Revenue  p.  82  (8) 

Finance  Act,  1896  (59  & 60  Vict.),  assess- 
ment of  profits  from  the  occupation  of 
land,  Board  of  Inland  Revenue...  p 82  (9) 
Finance  Act,  1897  (60  & 61  Vict.,  cap.  24, 

Sec.  5),  assessment  of  married  persons  p.  58  (4) 
Finance  Act,  1904,  (4  Edw.  7,  cap.  7),  Life 
Insurance  allowance,  Board  of  Inland 
Revenue ...  p.  60  (7) 

Finance  Act,  1907  (7  Edw.  7,  cap.  13) : 

R.  V.  N.  Hopkins  p.  3(18) 

Assessment  basis,  Board  of  Inland 
Revenue  ...  ...  ...  •••  p.  77 

Depreciation  of  plant  and  machinery, 
allowance,  Board  of  Inland  Revenue 

pp.  65  (7),  66  (3),  70 
Differentiation,  R.  V.  N.  Hopkins, 

4060;  Board  of  Inland  Revenue  p.  55  (16) 
Patents,  Board  of  Inland  Revenue 

p.  194  (11) 

Prevention  and  punishment  of 
evasion,  Board  of  Inland  Revenue 

p.  76  (25)  (26) 

Finance  (1909-10)  Act,  1910  (10  Edw. 

7,  cap.  8):  R.  V.  N.  Hopkins  ...  p.  3(19) 
Allowances  for  repairs,  Board  of  In- 
land Revenue  ...  ...  ...  • ••  p-  81 

Assessment  of  married  persons,  Board 

of  Inland  Revenue  p.  58  (5) 

Assessment  of  property,  Ryde  ...  15,632 
Children  allowance,  Board  of  Inland 

Revenue  ...  p.  60  (8) 

Differentiation,  Board  of  Inland 
Revenue  ...  ...  ...  p.  3 (19) 

Graduation  of  larger  incomes,  Board 

of  Inland  Revenue  p.  52  (16) 

Life  Insurance,  &c.,  allowance,  Board 

of  Inland  Revenue p.  60  (9) 

Mineral  rights  duty,  Leake  ...  16,287—8 

Penalties  for  evasion  and  fraud, 

Board  of  Inland  Revenue  p.  76  (27)  (28) 
Finance  Act,  1914  (4  & 5 Geo.  5.,  cap. 

10) : R.  V.  N.  Hopkins p.  3 (19) 

Allowances  for  repairs,  Board  of  In- 
land Revenue p.  81 

Assessment  of  married  persons,  Spry, 

2657,  p.  58  (6) 

Children  allowance,  Board  of  Inland 

Revenue  p.  60  (9) 

Finance  (No.  2)  Act,  1914  (5  Geo.  5,  cap. 

7)  : R.  V.  N.  Hopkins p.  3 (19) 

Special  War  reliefs,  Board  of  Inland 
Revenue  ...  ...  ...  ...  p.  187 

Finance  Act,  1915  (5  & 6 Geo.  5., 
cap.  62) : 

Assessment  of  Life  Assurance  com- 
panies, Board  of  Inland  Revenue  p.  83 
Life  Assurance  companies  and  allow- 
ances, Hovil,  16,549;  Low,  16,561, 

p.  61  (10) 

Special  reliefs  to  meet  war  conditions, 

Board  of  Inland  Revenue p.  187 


Acts  of  Parliament— cont. 

Finance  (No.  2)  Act,  1915  (5  & 6 Geo. 

5,  cap.  89) : 

Assessment  of  land  in  Ireland,  Shar- 

land  21,028 

Assessment  of  profits  from  the  occu- 
pation of  land,  Board  of  Inland 
Revenue  ...  ...  ...  p.  81—2 

Children  allowance,  Board  of  Inland 

Revenue  p.  60  (9) 

Non-resident’s  liability,  Mace 

10,308,  p.  129-30 

Production  of  accounts,  London  12,389 

Quarterly  assessments  and  payment 
by  instalments,  Board  of  Inland 
Revenue  ...  ...  ...  ...  p.  80 

Relief  to  banks,  Hovil...  ...  ...  16,553 

Finance  Act,  1916  (6  & 7 Geo.  5,  cap.  24)  : 
Children  allowance,  Board  of  Inland 
Revenue  ...  ...  ...  p.  60  (9) 

Depreciation  of  plant  and  machinery 
allowance.  Board  of  Inland  Re- 
venue   p.  65  (9),  p.  70 

Double  Income  Tax  relief  ...  p.  57  (7) 
Life  Insurance  allowance,  Board  of 
Inland  Revenue  ...  ...  p.  61  (12) 

Quarterly  payments,  Board  of  Inland 

Revenue  ...  ...  p.  80 

Finance  Act,  1917  (7  & 8 Geo.  5.  cap.  31) : 
Children  allowance,  Board  of  Inland 
Revenue  ...  ...  ...  p.  60  (9) 

Depreciation  of  plant  and  machinery 
allowance,  Board  of  Inland  Re- 
venue   pp.  65  (9)  70 

Relief  in  respect  of  settled  funds 
accumulated  for  benefit  of  minors, 

Board  of  Inland  Revenue  ...  p.  193  (4) 
Finance  Act,  1918  (8  & 9 Geo.  5,  cap.  15) : 
Allowance  for  depreciation  of  mills, 
factories,  &c.,  plant,  machinery, 

Board  of  Inland  Revenue,  pp.  64 

(14),  65  (8),  66  (5),  67  (7),  (9),  71 
Amenity  and  other  lands,  Sharland,  20,977-8 
Assessment  of  married  persons  p.  58  (7) 
Assessment  of  profits  from  the  occu- 
pation of  land,  Sharland,  20,950; 

Board  of  Inland  Revenue  ...  ...  p.  82 

Children  allowance.  Board  of  Inland 
Revenue  ...  ...  ...  p.  60  (10) 

Machinery  and  plant  depreciation 
allowance,  special  war  relief, 

Board  of  Inland  Revenue  p.  187  (11) 
Payment  of  Income  Tax,  Board  of 
Inland  Revenue  ...  ...  ...  p.  80 

Finance  Act,  1919  (9  & 10  Geo.  5,  cap. 

32),  allowances  for  repairs,  Sharland, 

20,925;  Board  of  Inland  Revenue  ...  p.  140 
Friendly  Societies  Act,  1896  (59  & 60  Vict. 
cap.  25),  Sec.  8.  Board  of  Inland 
Revenue  ...  ...  ...  ...  p.  197  (5) 

Income  Tax  Act,  1799  (39  Geo.  3,  cap. 

13) : p.  1 (2) 

Allowances  for  repairs,  Board  of 

Inland  Revenue  p.  81 

Assessment  basis,  Board  of  Inland 

Revenue  p.  77 

Assessment  of  married  persons,  Board 

of  Inland  Revenue p.  58  (1) 

Assessment  of  profits  from  the  occu- 
pation of  land,  Board  of  Inland 
Revenue  ...  ...  ...  ...  p.  82 

Children  allowance,  Board  of  Inland 
Revenue  ...  ...  ...  p.  59  (3) 

Graduation,  Board  of  Inland  Revenue 

p.  51  (2) 

Life  Insurance  allowance,  Board  of 
Inland  Revenue  ...  ...  p.  60  (1) 

Payment  by  instalments,  Board  of 

Inland  Revenue  p.  79 

Scope  of  Tax  as  regards  Control, 

Board  of  Inland  Revenue  ...  p.  73  (1) 
Income  Tax  Act,  1803  (43  Geo.  3,  cap. 

322),  R.  Y.  N.  Hopkins  ...  ...  45,  p.  1 (3) 

Allowances  for  repairs,  Board  of  In- 
land Revenue p.  81 
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Acts  of  Parliament— cont. 

Income  Tax  Act  (1803)  (43  Geo.  3,  cap.  122) — cont 
Assessment  basis,  Board  of  Inland 

Revenue  p.  77 

Assessment  of  married  persons,  Board 

of  Inland  Revenue p.  58  (1) 

Assessment  of  profits  from  the  occu- 
pation of  land,  Board  of  Inland 
Revenue  ...  ...  ...  ...  p.  82 

Children  allowance,  Board  of  Inland 
Revenue  ...  ...  ...  p.  59  (4) 

Graduation,  Board  of  Inland  Revenue 

p.  51  (2) 

Payment  by  instalments,  Board  of 

Inland  Revenue  p.  80 

Schedule  D,  Board  of  Inland  Revenue 

p.  73  (1) 

Schedules,  Board  of  Inland  Revenue  p.  78 
Taxation  at  the  source,  Board  of 

Inland  Revenue  p.  61  (1),  (2) 

Income  Tax  Act  (46  Geo.  3,  cap.  65  (1806)  ) 

R.  V.  N.  Hopkins  p.  1 (4) 

Section  173,  Board  of  Inland  Revenue 

p.  51  (2) 

Allowances  for  repairs  withdrawn, 

Board  of  Inland  Revenue p.  81 

Assessment  of  married  persons,  Board 

of  Inland  Revenue  p.  58  (1) 

Assessment  of  profits  from  the  occu- 
pation of  land,  Board  of  Inland 

Revenue  p.  82 

Children  allowance  discontinued, 

Board  of  Inland  Revenue  p.  59  (5) 

Life  Insurance  allowance,  Board  of 

Inland  Revenue  ...  ...  p.  60  (2) 

Schedule  A,  Board  of  Inland  Revenue  p.  78 

Income  Tax  Act,  1805  (45  Geo.  3,  cap.  49) : 
Allowances  for  repairs,  Board  of  In- 
land Revenue p.  81 

Assessment  of  profits  from  the  occu- 
pation of  land,  Board  of  Inland 
Revenue  ...  ...  ...  •••  p.  82 

Payment  by  instalments,  Board  of  In- 
land Revenue p.  80 

Schedule  A,  Board  of  Inland  Revenue  p.  78 

Income  Tax  Act,  1842  (5  & 6 Vict.,  cap. 

35):  R.  V.  N.  Hopkins  ...p.  1 (5)  (6) 
Assessment  basis,  Board  of  Inland 

Revenue  p.  77 

Assessment  of  lands  occupied  as 
nurseries  or  gardens  for  sale  of 
produce,  etc.,  Keay  ...  ...  28,039 

Assessment  of  married  persons,"  Board 
of  Inland  Revenue  ...  ...  p.  58  (2) 

Assessment  of  profits  from  the  occu- 
pation of  land,  Board  of  Inland 

Revenue  p.  82 

Cost  of  repairs  as  trade  expense  p.  65  (68) 
Deductions  on  account  of  capital, 
Depreciation,  Leake  ...  3573-4,  3578,  3675 
Depreciation  of  plant  and  machinery, 

Board  of  Inland  Revenue  ...  p.  65  (69) 
Graduation,  Board  of  Inland  Re- 
venue   p.  51  (5) 

Non-resident’s  liability,  Mace,  10,296; 

Board  of  Inland  Revenue p.  129 

Payment  by  instalments,  Board  of 

Inland  Revenue  p.  80 

Position  of  Commissioners,  Hewitt  21,545 
Schedule  A.  Board  of  Inland  Re- 
venue ...  ...  ...  ...  ...  p.  78 

Taxation  at  the  source,  Board  of  In- 
land Revenue  ...  ...  p.  61  (4) 

Terminable  Annuities,  Board  of  In- 
land Revenue  p.  72  (60),  (63),  (64), 

(65),  (66) 

Income  Tax  (Insurance)  Act  (18  and  19 
Vict.,  cap.  35)  Life  Insurance  allowance, 

Board  of  Inland  Revenue  ...  p.  60  (5) 

Income  Tax  Act,  1853  (16  & 17  Vict., 
cap.  34) : 

Assessment  basis,  Board  of  Inland 
Revenue  p.  77 


Acts  of  Parliament-- cont. 

Income  Tax  Act,  1853 — cont. 

Assessment  of  profits  from  the  occu- 
pation of  land,  Board  of  Inland 
Revenue  ...  ...  ...  ...  p.  82 

Cost  of  repairs  as  trade  expense 
Board  of  Inland  Revenue  ...  p.  65  (68 1 
Exemption  to  Friendly  Societies, 

Cahill  18,162-13 

Extension  of  Income  Tax  to  Ireland, 

Sharland  20,990 

Life  Insurance,  etc.,  allowance,  Board 
of  Inland  Revenue  ...  pp.  55  (7),  60  (4) 
Terminable  annuities,  Board  of  In- 
land Revenue,  p.  71  (5)  p.  72  (61), 

(62),  (65) 

Income  Tax  Act,  1859  (22  & 223  Vict., 
cap.  18),  Life  Insurance  allowance, 

Board  of  Inland  Revenue  ...  p.  60  (6) 

Income  Tax  Act,  1860  (23  & 24  Vict., 
cap.  14) 

Payment  of  duties,  Board  of  Inland 

Revenue  p.  80 

Schedules,  Board  of  Inland  Revenue  p.  78 
Income  Tax  Act,  1918  (8  & 9 Geo.  5, 
cap.  40) : 

Arrangement : 

Criticism  by  Mr.  Bremner 
agreed  with,  B.  Cox  26,615,  26,631-4 
Defective,  Bremner  15,893-4,  16,027-8 
Benefit  of,  but  repeal  advocated, 

Bremner  15,883 

Mr.  Bremner’s  suggestions,  opinion 

re,  B.  Cox  26,614,  26,616-9 

Consolidating  Act  only,  no  alterations 
in  law  and  not  expected  to  be 
enduring,  B.  Cox,  26,613,  26,636, 

26,729-33,  26,757-8,  26,780-8 
New  Act,  need  for,  and  proposals, 
Bremner,  15,884-95,  15,938-53, 

15,986,  15,990-2,  16,032 
Obscurity  of,  Bremner,  15,887-9, 

15,910,  15,940-5,  16,026,  16,029-32 
Provisions,  R.  V.  N.  Hopkins  ...  p.  4-10 
Repeal  advocated,  and  institution  of 
simplified  form  of  tax,  Cook,  17,706 

17,730-1 

Industrial  and  Provident  Societies  Acts, 

R.  Walker,  17,346-58,  17,497-502; 

Montgomerie,  17,613-38,  17,640-5; 

Co-operative  Union  18,377-81 

Land  Act,  1870,  Sharland  21,029 

Land  Act,  1881  (44  & 45  Vict.,  cap.  49), 

Sharland  21,011,  21,029 

Land  Tax  Acts,  Collins,  275-7;  Binns  ...  23,224 

Landlord  and  Tenant  (Ireland),  1870  (33 
& 34  Vict.,  cap.  46) : 

Purchase  Annuities,  Sharland 21,035 

Tenants’  interests,  Sharland 21,011 

Lands  Valuation  Act,  1854  (17  & 18  Vict., 
cap.  91),  sporting  rights,  Board  of 

Inland  Revenue  ...  p.  146  (9) 

Law  of  Distress  Amendment  Act,  1888 
(51  <fe  52  Vict.,  cap.  21),  distraint  fees, 

Board  of  Inland  Revenue  p.  202  (5),  (6) 
Local  Government  (Ireland),  1898  (51  & 52 
Vict.,  cap.  21),  Poor  Law  Valuation, 

Sharland  21,004 

Mortmain  and  Charitable  Uses  Act,  1888 
(51  & 52  Vict.,  cap.  42),  definition  of 

“ Charities,”  Jenks  11,550 

Perjury  Act,  1911  (1  Geo.  5,  cap.  6), 
penalty  for  false  statement,  London, 

12,396;  Board  of  Inland  Revenue  p.  76  (29) 
Revenue  Act,  1865  (28  & 29  Vict.,  cap.  30), 
basis  for  assessment,  Board  of  Inland 

Revenue  p.  77 

Revenue  Act,  1869  (32  & 33  Vict.,  cap.  14), 

payment,  Board  of  Inland  Revenue  ...  p.  80 
Revenue  Act,  1884  (47  & 48  Vict.,  cap.  62), 

Income  Tax  parishes,  Binns  23,189,  23  190 
Revenue  Act,  1903  (3  Edw.  7,  cap.  46), 

Life  Insurance  allowance,  Board  of 

Inland  Revenue  p.  60  (5; 
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Acts  of  Parliament— cont. 

Revenue  Act,  1906  (6  Edw.  7,  cap.  20), 

Life  Insurance  allowance,  Board  of 

Inland  Bevenue  p.  60  (7) 

Revenue  Act,  1911  (1  Geo.  5,  cap.  2), 
assessment  of  married  persons,  Board 

of  Inland  Bevenue  p.  58  (5) 

Simple,  advocated,  and  supplemented  by 
regulations  to  be  drawn  up  by  Board 
of  Inland  Revenue,  Ereaut  4783,  4827,  4878-82 
Sporting  Lands  Rating  (Scotland),  1886, 

(49  & 50  Viet.,  cap.  15)  sporting 
rights,  Board  of  Inland  Bevenue  p.  146  (9) 
Taxes  Act,  1864  (17  & 18  Viet.,  cap.  85) : 

security  by  Collectors,  Binns  ...  23,103 

Taxes  Management  Act,  1880  (43  & 44 
Vict.,  cap.  19) : 

Consolidation  of  taxing  laws,  B.  V.  N. 

Hopkins,  p.  2 (14);  Collins,  569-70,  742 
Payment,  Board  of  Inland  Bevenue 

p.  80  (6) 

Statement  of  cases  on  appeal,  W.  Cash  8280 
Taxing,  construction  of  criticism  and 

proposal,  Ereaut  ...  ...  ...  •••  4817 

Valuation  Bill,  1904,  repairs  to  property, 

Sharland  20,949 

Valuation  (Ireland),  1852  (15  & 16  Vict., 
cap.  63)  uniform  valuation  of  land, 
Sharland  ...  ...  ...  ...20,993,  21,000 

Valuation  op  Property  (Metropolis) 

Act,  1869 : 

Schedules  A.  & B.,  adoption,  Collins, 

332;  Board  of  Inland  Bevenue  p.  209  (11) 
Adoption  of  list  for  Income  Tax 

purposes,  Collins  ...  ...  p.  28  (23) 

Repairs  to  property,  Sharland 20,949 

Taxation  of  land  not  included  in 

valuation  list,  Sharland  ...  ...  21,043 

Addie  & Sons,  case,  1875  ...  ...  p.  63  (4) 

Addington,  Henry,  repeal  of  Income  Tax, 

1802,  B.  V.  N.  Hopkins  p.  1 (3) 

Additional  Assessment,  see  under  Assessment. 


Additional  Commissioners : 

Abolition  : 

Advocated,  S.  E.  Cash,  16,077,  16,229— 

32;  Nelson,  19,798,  19,800; 

Matthews,  22,554 ; Stewart,  23,783 ; 

Staines,  Campbell,  23,797,  23,822-7 
not  Advocated,  Binns,  22,964,  23,247- 
54,  23,363;  Holme,  23,890,  23,965- 

76;  Best,  26,506-9 
Advantage  of,  to  Surveyors,  Binns  23,505-10 
Appointment  : 

from  Different  localities  and  from 
other  public  bodies,  advocated, 

4.  2 1 26,262,  26,276-9,  26,297 

Methods,  Collins,  310;  Binns,  22,951 

Qualification,  Binns  22,  974,  23,364-74 

bv  Rural  District  Councils  proposed, 

' A.B 26,262  26,264  26,280-1 

Scheme  of  Board  of  Inland  Revenue, 

Binns  22,976-7,  22,979 

Attitude  of,  not  helpful  in  some  cases, 
and  question  of  remedy,  London  12,611-6 
Assessment  by  : 

Criticism,  and  work  should  be  carried 
out  only  by  Surveyors,  Webb 

6901,  7115-8 

not  Objected  to,  Qarnett  ...  13,945-52 

Option  of,  proposal,  Best,  Eborall, 

Osier,  Young  ...  ...  25,706,  25,709 

Transfer  to  Surveyors,  unless  assess- 
ment by  taxpayer  or  Surveyor 
desired,  proposal,  Best,  Eborall, 

Osier,  Young,  25,706,  25,709 

25,845-56,  25,936-46,  25,968-77 

26,060-1 

City  of  London  : 

Assessment,  £500  income  limit  of 

examination,  Hewitt  ...  22,096-101 


Additional  Commissioners— cont. 

City  of  London — cont. 

Board  meetings  aud  procedure  and 
work  not  merely  formal,  Hewitt, 

21,660-733,  21,749-55,  21,765-72, 
21,938-59,  p.  149  (12) 
Cases  before,  results,  etc.,  statistics 
Binns  ...  ...  ...  23,465—7,  23,469 

Constitution  and  qualification,  Board 

of  Inland  Bevenue  p.  149  (11) 

Work  of,  reply  to  Mr.  Hewitt’s  evi- 
dence, Best,  Eborall,  Osier,  Young  25,722 
Dual  control,  objections,  Best,  Eborall, 

Osier,  Young  ...  ...  25,705,  25,823—44 

Every  case  should  be  gone  through  in 
the  course  of  so  many  years,  A.B. 

26,262-70,  26,289-96 

Functions  : 

Considering  of  returns  and  making 
of  assessments  under  Schedule  D 
with  exception  of  income  from  em- 
ployments and  untaxed  interest 
advocated,  Binns  ...  23,246,  22,971 

Details,  Collins,  310,423-6;  Binns,  ...  22,958 
Devolution  on  Surveyors,  tendency, 

Binns,  22,959;  Bawes,  22,605-15; 

Best,  Eborall,  Osier,  Young  25,699, 

25,784-9,  25,947-8 

Formality,  extent  of,  Binns  23,298- 

307,  23,408-19 

Nature  of,  and  extent  to  which 
merely  formal,  Best,  Eborall, 

Osier,  Young  25,698-9,  25,784-9 

25,794-815 

Uselessness  of,  at  present,  A.  B. 

26,258-61,  26,310 

Hindrance  to  proper  assessment  in  some 
cases,  Binns  ...  ...  23,420-8,  23,500 

Local  Knowledge  • 

Advantage  of,  Binns,  22,964,  23,212—4, 

23,253-4,  23,496-7 
Disadvantages,  Campbell,  Staines  ...  23,797 
of  Little  value,  Best  ...  25,846-9,  25,966-7 

Meetings  : 

Number  and  amount  of  work  done, 

Collins  ...  ...  427-30 

always  in  Same  place,  drawback  of, 

A.  B 26,258,  26,260,  26,301-4 

should  be  Summoned  when  deemed 
necessary  and  in  such  places  as 
desirable,  A.  B.  ...26,262,  26,263-4,  26,297 
Number,  Binns  ...  ...  ...  ...  22,952 

Number,  limit  should  be  increased, 
and  Rural  District  Councils  should 
decide  number  required,  A.  B.  ...  26,262 
Permanent  possession  of  papers,  docu- 
ments and  amounts  should  be  discon- 
tinued, Campbell,  Staines,  23,798, 

23,810-2,  23,851-2 

Procedure,  methods,  classification  of, 

Binns  ...  ...  ...  •••  •••  23,411 

proper  Regulations  should  be  drawn  up 
as  to  duties  of,  and  supplied  to  Com- 
missioners, Clerks  and  Surveyors,  A.  B. 

26,262,  26,282 

Retirement  scheme,  Binns  ...  ...  22,979 

in  Rural  districts,  defects  of  system  and 
proposed  measures  for  improvement, 

4.  jj 26,253-340 

Tenure,  proposal,  Binns  ...  ...  ...  22,976 

Unnecessary  and  of  little  practical  value 

on  the  whole,  Suite y ...  ...  •••  23,542 

Unpaid,  Collins  310 

Women  should  be  eligible,  Binns  ...  22,976 

Adjustments : 

see  also  Repayments. 

by  Deriving  “ taxable  income  ” from 
“ net  income,”  proposal,  Schooling 
966-87,  1019-20,  1030-44,  1084-104, 

1199-202,  p.  48-9 

Methods,  B.  V.  N.  Hopkins,  15;  Collins 

p.  33  (95) 
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Adj  ustments— cont. 

Procedure,  Collins,  352-4,  p.  33  (94); 

Hewitt,  21,594-602,  21,604-58,  21,774- 

845,  21,894-937;  Eborall,  25,871 

by  Set-off  in  respect  of  direct  assessment 

B.  V.  N.  Hopkins 135-9 

System,  R.  V.  N.  Hopkins  pp.  7 (18),  10  (46) 

-administration : 

Areas  : 

Alteration  and  modification,  import- 
ance of  power  being  vested  in 
Board  of  Inland  Revenue,  Binns 

23,223,  23,255 

Assignment  of  parishes,  Binns  ...  23,203 
Division  of  parishes,  Binns  ...  23,201-2 

Extra  parochial  lands,  Binns  ...  23,204 

Grouping  of  parishes,  Collins,  311; 

Binns  ...  ...  ...  ...  '23,198-200 

Inconvenience  of,  Binns  ...  23,187-8 

Ireland,  Binns  ...  ...  ...  23,208 

Land  Tax  Commissioners’  anomalous 

position,  Binns  ...  ...  23,191-2 

List  of  cities  etc.  upon  which 
separate  quota  of  Laud  Tax  was 
imposed  by  38  Geo.  3,  cap.  5 

Binns  23,224 

New  divisions,  creation  of,  Binns  ...  23,194 

Origin,  Binns  ...  ...  ...  23,183-6 

Parishes,  Binns  ...  ...  23,189-90 

Rearrangement,  need  for  and  pro- 
posal, Binns  ...  23,212-23 

Scotland,  Binns  23,205-7 

Tax  districts,  system,  Binns  ...  23,209-11 

Transfer  of  parishes  by  Land  Tax 

Commissioners,  Binns  23,193 

Union  of  parishes  by  Land  Tax  Com- 
missioners, Binns  ...  ...  23,195-7 

Board  of  Inland  Revenue’s  position  re 

Collins  271,  738 

Comparison  of,  in  America  and  United 
Kingdom,  G.  M.  E.  Jones  ...  5459-62 

increased  Complication  and  difficulty  of, 

Collins  p.  27  (4)-(8) 

Compromises  and  modifications  of  func- 
tions involved,  and  present  practices 
should  to  large  extent  be  legalized, 

Collins  359,  678-88 

Duality : 

Objections  to,  Hewitt,  21,551-3 ; Best, 
Eborall,  Osier,  Young  25,705, 

25,823-44 

and  proposed  Remedy,  Bawes, 

22,576-7,  22,586-97 

Hampering  of,  by  obsolete  provisions  in 

Acts,  Ereaut  4827,  4872 

Instructions  to  Inland  Revenue  officials 
should  be  codified  and  grouped  as  means 
to  ensure  uniformity  of  practice,  Lakvnr 

Smith  7712 

Local,  the  cheapest  possible,  Hewitt  22,063-7 

Modelled  on  provisions  of  Land  Tax 

Acts,  Collins  p.  27  (2) 

Provisions  could  be  improved,  and  De- 
partment has  suffered  from  overwork 

of  war,  Ereaut  487J 

Provisions  of  the  law  should  be  brought 
into  closer  relation  with  actualities, 

Collins  ...  ...  ...  ...  ...  35g 

Scheme  of,  Collins  269-359 

Success  of  present  system,  Hewitt  ...  21,555 

Admiralty,  Staff,  assessment  by  Depart- 
mental Commissioners,  Collins,  394-7,  407-8, 

p.  34  (116-117) 

Agency  (Non-residents  trading  in  United  Kingdom 
through  resident  agents) : 

Assessment  of  Italian  manufacturer  on 
imaginary  basis,  case  of,  B elf  our  5831,  5833 

Assessment,  Limitation  of  time  for 
making  : 

Advocated,  Luya  5485 

Criticism  of  proposal,  Mace...  10,333-4 


Agency  (Non-residents  trading  in  United  Kingdom 
through  resident  agents)— cont. 

“ Brokers,  general  commission  agents  and 
agents  not  being  authorized  persons,” 
definition  desired,  Martin  ...  ...  5907 

Classes  of  Agents,  Stamp,  9578;  Mace  ...  10,314 
Competition  with  British  firms,  question 

of,  Stamp  ...  ...  ...  ...  9578,  9662 

Correspondence  between  London  Chamber 
of  Commerce  and  Chancellor  of  the 

Exchequer,  Beljour  6264-74 

Criticisms  of  system,  reply  to,  Mace  10,313-38 
Departmental  Committee,  1904,  Mace  10,301-3 
Pair  dealing  between  manufacturing  in- 
terests and  merchants’  interests,  should 
be  considered,  Mace  ...  ...  10,523-4 

Harassing  of  agents  by  Inland  Revenue 
officials,  suspension  until  Report  of 
Commission  issued  desired,  Beinganum  6290 
Import  tax,  position  of  English  house  as 

regards  rebate  and  drawback,  Stamp  9627-33 
Legislation  prior  to  1915,  Mace  ...  10,293-303 

Legislation  since  1915,  Mace  ...  10,310-2 

Manufacturers’  profit  and  merchants’ 
profit,  question  of,  Stamp  ...  9723-33 

Method  of  working  and  question  of 
country  where  profit  made,  Luya, 

5467-9,  5489-99,  5506-12,  5535-44, 

5574-82,  5600-4,  5635-9,  5663-3;  Bel- 
jour, 5827-8,  6217-41;  Beinganum, 

6286;  Williamson,  7462,  7536;  Mace  10,502-6 
Position  and  danger  of  loss  of  business, 

Martin  5809-10,  5847,  5908-16 

Purchase  of  goods  through,  hindrance  to, 
would  reduce  trade,  Mosenthal  ...  ...  2124-5 

“ Recognized  Agents,”  question  of  advis- 
ability, Stamp  9578,  9703-10 

Shipbrokers  acting  for  Foreign  Shipping 
Companies  : 

Demand  on,  for  Income  Tax  return, 
and  protest  re,  Craig  ...  11,984-12,059 

Mr.  Bonar  Law  on,  Craig  11,992-7,  12,000 
Taxation  : 

on  Assumed  profit  on  turnover,  objec- 
tion to  proposal,  Martin  ...  5888-904 

Balance  of  loss  or  gain  to  nation  the 
important  question,  Mace 

10,341-4,  10,364-7 

Danger  to  entrepot  trade : 

Extent  of,  Mace  10,324-5 

if  Loss  greater  than  tax, 
question  of  abandonment  should 
be  considered,  Mace  10,324,  10,417 
Differentiation  between  traveller  and 
agent,  Mace  10,345-9,  10,357-61, 

10,386-98,  10,429 

Difficulty  of  agent’s  position  ad- 
mitted, but  traders  will  pay  up  in 

the  end,  Mace  10,493-501 

Difficulty  caused  by  alteration  of  law 
by  Finance  (No.  2)  Act,  1915, 

Luya,  5466,  5471;  Beljour 6255-63 

Evasion  and  escape  from  taxation 
and  prevention  desirable,  IP.  Cash, 

8282,  8467-71 

Evasion  method,  Mace  10,331 

Exemption  from  liability  on  same 
lines  as  brokers  and  commission 
agents,  advocated,  Beljour,  5837, 

6159-71 

Finance  (No.  2)  Act,  1915  : 
see  also  on  Profits  below. 

Board  of  Inland  Revenue  inter- 
pretation opposed  to  intentions 
of  framers,  and  proposed 
amendment,  Beljour ,■  5833-6, 

5837,  6261-2,  6277-85,  6293-6; 

Beinganum  5840-5 

Effect  of,  Mace  ...  10,304-7,  10,313 

Example  of  working,  Beinganum  5844 
Interference  with  establishment 
of  agencies,  Williamson  ...  7494 

Position  of  agent  under,  and 
hardship,  Beinganum  ...  5839, 

5845,  6286,  6291-2 
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Agency  (Non-residents  trading  in  United  Kingdom 
through  resident  agents)— cont. 

Taxation — cont. 


Fixed  percentage,  objection  to,  Mace  10,336 
Flat  percentage  of  turnover,  Sec.  31 
Finance  (No.  2)  Act,  1915,  opinion 
re,  Stamp  ...  ...  •••  •••  9580 

History  of,  Mace  ...  ...  10,292-312 

Increased  tendency  of  trade  to  be- 
come cosmopolitan,  should  be  con- 
sidered, Mace  ...  ...  ...  10,370-81 

not  Justified  on  principle  if  tax  con- 
sidered a tax  on  income,  not  a busi- 
ness tax,  Stamp  • ••  9614 

Liability  of  non-residents,  Sections 
of  Income  Tax  Acts  referring  to, 

Mace  P-  129-30 

Liabilities  : 

Notification  in  advance : 

Advocated,  Luya  ...  5485,  5656-8 
Criticism  of  proposal,  Mace 

10,333- 4 

Provision  for  non- alteration  for 
agreed  term : 

Advocated,  Luya  ...  •••  5485 

Criticism  of  proposal,  Mace 

10,333-4 

Uncertainty  as  to,  and  hardship, 

W.  Gash,  8282;  Luya  ...  5466, 

5471-82,  5486-8,  5605-14 
Uncertainty  of,  removal  de- 
sirable, Mace  ...  ...  •••  10,330 

only  on  Local  agency  profits  approved, 

Webb  ...  •••  6892 

Loss  of  revenue  not  anticipated, 

Mace  ...  ...  •••  •••  10,507-16 

Payment  of  percentage  by  pur- 
chaser and  deductions  from  foreign 
vendor,  would  approximate  to  im- 
port duty,  Mace  ...  ...  •••  10,420 

on  Percentage  of  turnover : 

Approach  to  character  of  import 

duty,  Stamp  ...  ...  9579,  9618-26 

certain  Approximation  to  taxa- 
tion on  profit  might  result,  but 
probable  tendency  to  flat  rate, 

Stamp  ...  ...  •••  •••  9780-1 

Difficulty,  Williamson  ...  ...  7461-2 

Evasion,  possibility  by  doing 
business  through  several 
Agents,  Stamp  ...  ...  •••  9634-5 

Loss  of  business  would  result, 

Webb  6892,  7002-12 

Passing  on  of,  to  consumers, 
possible,  Mace,  10,478-92;  S. 

Young  ...  ...  •••  11,942-3 

might  be  Possible,  W.  Cash  ...  8443-5 
Principle  approved,  Luya  5513—8,  5711 
Proposal,  S.  Young  ...  11,865-981 

no  llelation  to  profit  on  turn- 
over, Stamp  9721-2 

Percentage  of  turnover  treated  as 
profit,  objection  to,  Luya  5500-90, 

5620-33,  5643-55,  5670-83 
Position  in  1915,  Mace  ...  10,304-7 

Power  of  Commissioners  of  Inland 
Revenue  to  assume  profits, 
restrictions : 

Advocated,  Luya,  5466,  5485, 

5486-590,  5616-9 
Criticism  of  proposal,  Mace  10,333-7 

Prevention  of  dumping  should  be 
dealt  with  independently,  Stamp 

8794-6,  9838-9 

Problems  of,  Stamp,  9578,  9636-8, 

9659-67,  9711-2 


on  Profits  : 

Abandonment,  more  avoidance 
of  tax  than  before  1915  would 

result,  Mace  10,328 

Approved  in  cases  where  trade 
carried  on  in  country,  Belfour, 

6176-  82,  6207,  6275; 

Beinganum,  6288 ; Williamson, 
7579-87,  7606-9,  7613-4;  Budd 

24,163-6 


Agency  (Non-residents  trading  in  United  Kingdom 
through  resident  agents)—  cont. 

Taxation — cont. 

on  Profits — cont. 

Assumed  rate  of  profit  on  in- 
voice values,  possibility,  Pegler 

26,536-9 

Desirable  if  possible,  Pegler 

26,535,  26,540-1 

Difficulty,  W.  Cash,  8439-42 ; 

S.  Young,  11,953-9;  Pegler,  26,531-5 
Hardships,  Williamson  ...  7611-2 

Hardship  of,  and  question  of 
possibility  of  making  manu- 
facturers pay,  Belfour,  6143- 
57,  6183-216,  6242-52;  Bein- 
ganum ...  ...  ...  ...  6286 

Hardship  to  agents  and  closing 
down  of  agencies,  evidence  con- 
sidered exaggerated,  and 
closing  down  on  large  scale 
not  likely,  Mace  10,319-23,  10,383-5 
Justified  if  practicable,  Stamp, 

9579,  9614-5 

Letters  sent  out  from  Surveyors 
of  Taxes,  Williamson  ...  7538-9 

Loss  of  business  will  result, 

Belfour,  5832,  6214-6;  Bein- 
ganum, 5845;  Williamson, 

7416-21,  7536,  7539-42;  Budd, 

23,876,  23,920,  23,934-47,  24,158-60 
Method  of  arriving  at,  and 
• encouragement  to  produce  ac- 
counts desirable,  Mace  ...  10,517 
Source  of  profits,  question  of 
Williamson,  7544-8;  Budd, 

23,878-9,  23,924,  23,932-4 
Trading  in  United  Kingdom, 
question  of  possibility,  Webb,  7002-12 
on  Profits  or  turnover,  option  of, 

effect  on  revenue,  Mace  10,438-50 

Proportion  of  cases  to  be  dealt  with 
on  profits  and  on  turnover,  ques- 
tion of,  Mace 10,436-7 

Protection  of,  at  expense  of  British 
producer  not  admitted,  Martin  ...5908-21 
Registration,  proposal,  Mace 

10,511-3,  10,526 

Retaliation,  possibility  of,  Williamson, 

7486,  7493,  7549;  Stamp,  9703-10; 

Craig,  11,999;  Budd 23,880 

Reply  to  argument,  Mace  10,326-7 
Mr.  Webb’s  evidence  quoted, 

Mace  10,326 

Return  from  banks  of  charter- 
parties  and  bills  of  exchange, 

question  of,  Stamp m ...  9832-7 

Returns  to  revenue  from,  question 

of,  Stamp  9664-5 

Right  to  produce  accounts  as  alter- 
native to  any  conventional  tax 
approved,  Stamp  9725—7,  9734—5,  9828—9 
Scope  not  changed  by  Act  of  1915 
but  machinery  improved,  Mace  10,525 
Scope  considered  fair  and  reasonable 
and  further  extension  would  tend 
towards  import  duty,  Mace  10,471-2 

through  Travellers,  etc.,  proposal, 
but  certain  difficulties  re,  Mace 
10,321,  10,338,  10,345-52,  10,363, 
10,403-13,  10,423-5,  10,430-5, 

10,451-69,  10,473-6,  10,480-2 

Surety  for  tax  would  be  necessary, 

Mace  •••  10j426 

Unfair  competition  from  foreign 
firms  and  hardship  to  British,  S. 

Young  ...  . 11,862-982 

every  Resident  should  be  required  to 
state  whether  acting  as  agent,  S.  E. 

Cash  16>082 


Textile  Industry  : 

no  Collusive  action  to  evade  tax, 

Belfour  6262> 

Extent  and  importance  of,  Belfour  5829 
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Agents : 

Commissions  to,  Campbell,  Staines  ...  23,807 
Evasion  of  tax,  and  proposed  obligation 
on  employers  to  submit  lists,  Towle, 

Best  21,302;  Towle  21,329-33,  21,541-2 
Agents  in  Dominions  of  firms  in  Great 
Britain,  Taxation  of,  criticism,  Martin  5917-8 
Agricultural  Seed  Trade  Association,  evi- 
dence on  behalf  of,  see  Wherry,  Albert 

E.  K 20,021-96 

Air  Force  officers,  assessment  by  Departmental 
Commissioners,  Collins  ...  p.  34  (116),  (117) 


Alianza  (Nitrate)  Co. : 

Case,  Gibbs  3036 

Transfer  of  control  to  Chile  to  avoid 
British  taxation,  Gibbs,  3035;  William- 
son   7412,  7496,  7508-10 


ALLEN,  J.  E.,  on  behalf  of  the  British  Asso- 
ciation for  the  Advancement  of  Science 

(joint  evidence) 1469-1552 

Ability  to  pay,  “ skilful  ” adjustment 

1472  (4),  1511-15,  1522 

CoUection  1472  (14),  1545 

Concessions  1472  (16),  (17) 

Earned  and  unearned  incomes,  differen- 
tiation   1472  (20) 

Estimates  of  yield  of  income  in  Super- 
tax by,  tribute  to  ...  ...  ...  ...  1551-3 

Exemption  1472  (19) 

Forms 1472  (15) 

Graduation  ...  ...  ...  ...  1472  (6),  (7) 

Income  Tax,  advantages,  &c.  ...  1472  (l)-(3) 

Lowering  of  prices  by  higher  Income  Tax 


1472  (5),  1511-20 

Salaries,  wages,  &c.,  proposal  re  deduc- 
tion of  tax  by  employers  1472  (10), 

(11),  (12),  1542 

Taxation  at  the  source  ...  1472  (8),  (9),  (13) 


ALLEN,  W.,  on  behalf  of  the  Middle  Classes 

Union  14,032-222 

Assessment  basis  ...  ...  ...  ...  14,037 

Children  allowance,  14,038,  14,072-3, 

14,090-4,  15,153-64 
Co-operative  Societies  14,039,  14,199,  14,214-8 
Evasion  14,033,  14,036,  14,064-5,  14,114-9, 

14,150,  14,176-7,  14,198,  14,200-10 
Form  of  return  ...  14,035,  14,064-7,  14,219 

Married  Persons,  assessment  of,  10,474-6, 

14,033,  14,055-65,  14,079-89,  14,095-8,  14,220-1 
Middle  Classes  Union,  14,040-7,  14,077-8, 

14,099,  14,139-49,  14,172-4,  14,180-9 
Quarterly  assessment  14,036,  14,150,  14,200—10 
Rates,  higher,  destroy  incentive  to  work 

14,032,  14,048-54,  14,104-10 
Recovery  of  overpaid  tax  ...  ...  ...  14,034 

Weekly  wage-earners,  14,036,  14,120-38, 

14,153,  14,165-71,  14,198 
Wife  allowance  ...14,058-61,  14,088-9,  14,220-1 

Allowances  : 

see  also  Children,  Dependants,  &c. 

1901-2  to  1918-9,  B.  V.  N.  Hopkins  ...  p.  18 
1907-8  to  1918-9,  Board  of  Inland  Revenue  p.  116 

Abolition  advocated,  Cook  17,914-6 

Amounts  of  tax  payable  and  effective 
rates  on  selected  incomes  under  present 
and  proposed  scales  of  abatements 
B.  V.  N.  Hopkins...  ...  ...  ...  3994 

Avoidance  of,  by  satisfactory  graduation 

desirable,  Brabrook  1481-2 

special  Bachelor  tax  preferred,  Edwards  2377-8 
for  Children,,  see  that  title. 
os  Deduction  from  income  in  arriving  at 
chargeable  income,  proposal,  Osier, 

26,129-31 

Deductions  proposed,  Martin,  5817, 

5948-54,  6055-67,  6105-8 
for  Dependants,  see  that  title. 
to  Foreigners  residing  in  U.K.  on 

account  of  health,  proposal,  Parsons  ...  1557 

Inadequacy  of,  G.  B.  Carter  ...  ...  20,139 


Allowances— cont. 

I ncome  Limit  : 

£800,  Spry  ...2838-41 

Deduction  from  actual  income  to  give 
net  income  on  which  taxation  to  be 
based,  suggestion,  Schooling  974,  1020 
Extension  to  all  incomes  up  to 

£1,000,  advocated,  Ereaut  ...  4778 

I ncrease : 

Proposal,  Spry,  2697-701,  2724-5; 

Barker  ...  ...  ...  19,083,  19,207 

Since  the  war,  Edwards,  2383-6;  H. 

Cox  7297-301 

I RRESPECTIVE  OE  SIZE  OF  INCOME  : 

Advocated,  Parsons,  1557,  1562,  1575, 

1634-8;  Cholmeley  8792-3 

Extra  cost  would  be  very  large, 

Parsons  ...  ...  ...  •••  1811-2 

Opinion,  re,  B.  N.  Carter  ...  ...  3142 

Question  of,  Osier  ...  ...  26,132-6 

Life  Insurance,  see  that  title. 

Proportionate  to  income,  proposal  ap- 
proved, Schooling  ...  ...  1132-9,  1227-33 

Reduction  of  effective  rate  of  tax  by,  Spry  2828 
Relief  afforded  by  suggestions,  B.  V.  N. 

Hopkins  ...  ...  ...  ...  ...  4002 

Report  of  Committee  of  1861,  B.  V.  N. 

Hopkins  45,  p.  2 (11) 

to  Residents  abroad  on  account  of  health, 

discontinuance  proposed,  Parsons  ...  1557 

Restriction  to  residents  in  United  King- 
don  advocated,  Parsons  ...  ..  ...  1557 

Special,  to  miners,  Edwards  2348-9,  2365,  2568-9 
Statement  to  taxpayers  re,  in  plain 
terms,  difficulty,  B.  Cox  ...  ...  ...  26,618 

System,  B.  V.  N.  Hopkins  ...  ...  ...  64 

U.S.A.  War  Revenue  Act,  1918,  G.  M.  E. 

■Jones  5210 

for  Wife,  see  that  title. 

ALLPASS,  CHARLES,  on  behalf  of  the  Hire 
Traders’  Protection  Association,  method  of 
assessment  of  hire-purchase  trade  and  pro- 
posed revision  24,626-31 

Alverstone,  Lord  Chief  Justice,  quoted, 

Atkinson 14,581 

Amalgamated  businesses,  special  method  of 
assessment  advocated,  Currie,  7676 ; Garnett 

14,004,  14,016-20 

Amateur  Traders,  taxation  difficulty,  Leake  3963-4 

“ Amenity  Lands,”  taxation  of,  Haviland  ...  22,411 

American  Beef  Trust,  Williamson , 7579-87; 

Vestey  9426-570 


Annuities  : 


Allowance,  annual  charge  on  5 per  cent,  of 
purchase  price,  approval  of  proposal, 

Furtado  27,403 

Classes  of,  and  interpretations,  Hook 

9910-2,  10,108-10 


Life : 

Report  of  Departmental  Committee 

of  1905,  Low 16,587 

Taxation : 

not  Advocated,  Leake  3633-8,  3755-8 
Charge  in  respect  of  new  annui- 
ties only  would  be  a relief,  but 
not  sufficient,  Low  ...  16,986-9 

of  Full  amount,  unfairness  of, 
and  proportion  only  should  be 
reckoned  as  income  for  taxation 
purposes,  Low,  ...  16,580-7, 

16,953-4,  16,978-80,  16,985-9, 

17,040-1 

at  the  Source,  Board  of  Inland 

Revenue  p.  62  (5) 

Unfairness  of,  Cook  ...  ...  17,717 

Purchased  : 

Allowance : 

Connection  with  question  of 
allowance  for  wasting  assets, 
Furtado,  ...  27,393-400,  27,902-4 

estimated  Cost  of,  Furtado  ...  27,404 
Method,  difficulties,  Furtado  27,401-2 
Question  of  and  balance  of  argu- 
ment considered  to  be  against, 
Furtado  27,390-400 
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An  nuities— coni. 

Purchased — cont. 

Assessment,  limitation  to  5 per  cent, 
on  interest  on  purchase  money, 
proposal,  Furtado  ...  ...  27,901-4 

not  Purchased,  taxation  on  whole  of,  ap- 
proved, Furtado 27,389 

Question  of,  and  taxation  possibly  not 

justifiable,  Currie 7725-6 

Taxation,  position,  Furtado  ...  27,385-8 

Terminable  : 

Allowances,  in  foreign  and  Colonial 
systems,  Hook  ...  9938,  10,025-8 

Historical  note,  Board  of  Inland 

Hevenue  p.  71-2 

Position  of  railway  concession  from 

foreign  Government,  Hook  ...  9988-90 

Report  of  Departmental  Committee 
of  1905,  Hook,  9909,  Board  of  In- 
land Revenue  p.  72 

Taxation : 

not  Advocated,  Leake  3633-8,  3755-8 
Incidence  of,  Hook  9913-4,  9999-10,002 
as  Wasting  assets,  question  of,  Stamp, 

9601-3;  Hook 9909-16,  9998-10,002 

Ansell,  Charles,  on  terminable  annuities,  1861, 

Board  of  Inland  Revenue  p.  71  (6) 

Appeals : 

Adjustment  on  account  of  loss,  period 
allowed,  criticism,  G.  M.  E.  Jones, 

5218,  5447-8 

Agreements  between  Surveyor  and  tax- 
payer, Collins,  678;  Howe,  13,410-1, 

13,683;  Binns,  22,956;  Harrison,  25,029; 

Best,  Eborall,  Osier,  Young  ...  ...  25,700 

Board  of  Referees  should  be  continued 

for,  Lakin-Smith  ...  ...  ...  7710,  8183-5 

Body  of  Referees,  quasi-official,  recruited 
from  civil  service,  bar  and  accountants’ 
profession,  proposal,  W.  Cash  ...  ...  8280 

“ Compelling  a taxpayer  by  means  of  a 
surcharge  to  verify  his  return  on 
appeal,”  proposal,  i.e.,  abandonment 

of  practice,  G.  M.  E.  Jones  5224 

Continuous  hearing  of,  advocated,  Quin 

24,345,  24,372,  24,501-4 

Costs : 

a Deterrent  to  taxpayers  from  fight- 
ing cases,  and  amendment  of  law 
proposed,  G.  M.  E.  Jones,  5221-3, 

5425-9;  Stewart,  23,757-9,  23,795; 

B.  Cox  26,789-94 

not  Increased  owing  to  present  sys- 
tem of  marking  fees,  Bremner  15,971-3 
Non-payment  of  costs  by  taxpayer 
in  event  of  loss,  question  of,  B. 

Cox  ...  26,659-68,26,806-25,26,830-3 

Payment  by  Revenue  authorities  in 

certain  cases,  B.  Cox  ...  ...  26,627 

to  Court  of  Appeal,  power  of,  Collins  ...  316 

to  Courts,  decisions  not  always  satisfac- 
tory, Purcell  5123 

Definite  times  for  stages  in  course  of, 

advocated,  B.  Cox  26,623 

to  Divisional  Court  consisting  of  two 
Revenue  judges,  decision  to  be  final 
except  by  leave  of  Court  to  appeal,  pro- 
posal approved,  B.  Cox  ...  26,800-1 

Examination  of  all  appellants  on  oath, 
not  advocated,  but  power  desirable 

London  12,518 

c:i  Exemption  and  abatement  questions 
should  be  allowed,  Holme,  23,899, 

24,035-7,  24,078-80 

to  General  Commissioners  : Collins 

316,  p.  30  (66)-(69) 

Abolition : 

not  Advocated,  Garnett,  13,956; 

Cook,  17,720,  17,890-3;  Binns,  23,241 

would  be  Approved  from 
Accountants’  point  of  view, 
but  traders  would  probably  not 
agree,  W.  Cash 8280 


Appeals— cont. 

to  General  Commissioners — cont. 

Advised  by  Clerk  on  matters  of  law, 

W.  Cash  8629-33 

Advising  of,  by  skilled  chartered  and 
incorporated  accountant,  proposal, 
Lakin-Smith  ...  ...  ...  ...  7710 

Barrister  or  solicitor  be  associated 
with,  to  deal  with  points  of  law : 

Advocated,  Sulley  23,543 

Question  of,  Binns  ...  23,443-4 

Careful  bearing  given  to  important 
cases,  Binns  ...  ...  ...  23,296-7 

Composition  of  Court,  proposal, 

Webb  6902-6,  7149 

Criticism,  Lakin-Smith,  8186,  8190; 

Bremner  15,921 

Dependence  on  Clerk  for  judgment, 

extent  of,  Collins 531-3 

Details,  1917-18,  Collins  ...  ...  p.  31 

Larger  number  in  country  districts 
than  larger  centres,  but  less  than 

20-40  years  ago,  Collins 546-54 

Notice  of  day  for  hearing,  at  least 

14  days’,  advocated,  Bremner  ...  15,901 
Number  1916-17  and  1917-18,  Collins 

720-23,  p.  33  (103) 
Position  of  Surveyors,  Collins  ...  615—7 
Procedure,  City  of  London,  Hewitt 

21,604-58,  21,823-45,  21,894-37 
Qualifications  of,  for  work,  Collins 

432-6,  445-55 

Satisfactory  generally,  Best  26,062-3 

Satisfactory,  but  might  be  strength- 
ened on  technical  matters,  Ereaut 

4902-7,  5013-5 

Statement  of  case  by,  practice  re,  B. 

Cox  ...  ...  •••  26,689—97 

General  notice,  Fisher  ...  ...  22,363-9 

to  High  Court  : 

Conditions,  unnecessarily  strict  and 
modification  proposed,  Holme 

23,895,  24,029 

Delays  and  proposed  remedy, 

Bremner  15,908—9;  Holme...  ...  23,895 
Notice,  extension  of  period,  pro- 
posed, Holme  ...  ...  ...  23,895 

Period  of  time  should  be  allowed 
for  lodging,  Campbell,  Staines 

23,803,  23,837-9 

on  Point  of  fact : 

Advocated,  Campbell,  Staines 

23,803,  23,829-36 ; Budd,  23,873, 
23,904-11;  Holme  ...  24,126-7 

not  Advocated,  B.  Cox  ...  26,624 

Question  of  desirability,  Collins 

474-90 

on  Point  of  law,  proposal,  Howe, 

13,409,  13,498,  13,530-8;  Harrison, 

25,027 

Power  of,  Collins  ...  ...  ...  316 

Provisions  re,  Bremner  ...  15,902—3 

Revenue  Judge  should  have  right  to 
refer  to  shorthand  notes  of  proceed- 
ings before  Commissioners,  Brem- 
ner, 15,904-5,  15,907,  15,929-30,  15,929-37 
Statement  of  the  case,  Bremner  ...  15,906 

to  House  of  Lords  : 

Direct,  when  both  parties  intend  to 

appeal,  no  objection  to,  B.  Cox  26,795-9 
Hardship  upon  particular  appellant 
taken,  to  settle  point  for  benefit 
of  community,  Bremner  ...  15,967-70 

Power  of,  Collins  ...  ...  ...  316 

Independent  application  for  relief  and  re- 
payment should  not  be  necessary, 
Bremner  ...  ...  ...  ...  •••  15,914 

Ireland,  see  that  title. 

Majority  of  work  done  by  Surveyors,  Best 

26,068-70 

Method,  definite  information  should 
appear  on  assessment  note,  Crook  ...  5733 

Method  of  hearing,  complaints  beard, 
Lakin-Smith  7710,  8191 
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Appeals— cont. 

Non-collection  of  tax  pending,  proposal 
re  interest  or  collection  of  duty,  Fer- 

gusson  22,252 

Notice  of  : 

and  Abandonment  by  Board,  pay- 
ment of  taxpayer’s  costs,  B.  Cox  26,761-5 
Attempt  to  enforce  tax  in  following 

year,  B.  Cox 26,766-75 

Church  door,  abolition  advocated, 

Best,  Eborall,  Osier,  Young  ...  25,706 
Failure  to  give,  within  prescribed 
time,  amount  of  assessment  should 
still  be  corrected  if  caused  by  error 

in  figures,  Lakin-Smith  7710 

Period : 

21  days,  inadequacy  of,  and 
extension  advocated,  but  21 
days  not  acted  on,  JR.  V.  N. 

Hopkins  13,085,  13,172-9 

Six  weeks,  advocated,  Martin 

5822,  5855 

if  Alteration  considered  desirable, 
express  power  to  Commis- 
sioners to  grant  extension  on 
sufficient  cause  being  shown, 
proposed,  Harrison  25,064,  25,365-8 

Extension 

Proposals,  ltayner,  8844 ; 

Hewitt,  21,574 ; Holme, 

23,893,  24,025-8 
Reply  to  suggestions,  Harri- 
son ...  ...  ...  25,060-5 

Non-appeal  within  specified  time, 
should  not  be  binding  if  over- 
assessment shown  within  three 

years,  Quin  24,339 

should  be  Same  for  Surveyor  and 
taxpayer,  S.  E.  Cash  ...  ...  16,079 

Sufficient  time  should  be  given, 

B.  Cox  26,623 

Super-tax  assessments,  alteration 
not  considered  necessary. 
Harrison  ...  ...  ...  25,065 

Papers,  documents  and  accounts  sub- 
mitted on,  should  be  property  of 
Board  of  Inland  Revenue,  not  of  Com- 
missioners, Campbell,  Staines,  23,798, 

23.810-2,  23,851-2 

Payment  of  duty  on  so  much  of  assess- 
ment as  not  in  dispute,  suggestion, 
Ereaut,"  4792,  4962-4;  Harrison  ...  25,039 
on  Points  of  Fact  : 

See  also  under  to  High  Court  above. 
should  be  to  Local  Commissioners, 

Ereaut 4901-14 

should  be  Withdrawn  from  cog- 
nizance of  Courts,  Parsons  1555,  1667 
Point  at  issue  only,  need  be  disclosed, 

Ereaut  4789 

on  Points  of  Law  : 

See  also  under  to  High  Court  above. 

General  provision  in  Act  providing 

for,  advocated,  Bremne r ...  16,053-5 

should  be  Retained,  Parsons...  ...  1856-8 
Right  of,  in  all  cases  advocated,  Holme  23,897 
Right  of  veto  by  Board  of  Inland 
Revenue,  not  known  of,  Collins  ...  501-3 
to  Sheriff  Principal  of  County  : 

Appeal  by  Crown  to  Court  of  Session 
and  House  of  Lords,  assessed 
appellant  should  not  be  found  liable 
for  costs  in  event  of  not  appearing 
in  Courts  to  oppose  the  Crown, 

Stewart  23,717 

where  Income  for  assessment  not  in 
excess  of  £2,500,  proposal,  Stewart 

23,717,  23,748-56 

Shorthand  Notes  : 

Opinions  re,  Campbell,  23,830-5; 

B.  Cox  26,624,  26,688 

Proposal  re,  B.  Cox,  26,624, 
26,698-703;  Bremner,  15,907; 
16,997-6006;  16,017-22;  Holme, 

23,894 ; Budd  23,909-10 


Appeals— cont. 

Small  number  of,  reason  for,  Webb  ...  7140 

to  Special  Commissioners  : Collins, 

318;  Howe  13,446-8 

from  Additional  Commissioners, 

Howe  13,676-7 

from  Assessments  by  same  body, 

Howe  13,780-3 

against  Assessment  by  Local  Commis- 
sioners, Mr.  Howe’s  evidence 

agreed  with,  Harrison  25,096 

Class  of  people  resorting  to,  Collins  555-8 
Degree  in  different  districts,  partly  a 
question  of  fashion,  Collins  ...  559-63 
no  Influence  exerted  by  Board  of 

Inland  Revenue,  Howe  13,812 

Legal  knowledge  of,  an  advantage, 
Bremner  ...  ...  ...  15,921-2 

Option  of : 

many  People  not  aware  of, 
Bremner,  15,923;  Nelson  19,854-5 

should  be  Retained,  Lakin- 
Smitli,  7710,  8185—4;  Bremner, 

15,900,  15,922-3;  Campbell, 

Staines,  23,799;  Holme  ...  23,891 
on  Points  of  law  only,  advocated, 

Ereaut  ...  4789,  4900,  4908-11,  4954-7 

Position  of  Surveyors,  Collins 618-20 

for  Small  cases,  question  of  possi- 
bility, Bremner  15,924-7 

Statistics,  1916-17,  1917-18,  and 

1918-19,  Howe  13,414,  13,416, 

13,682-3,  13,727-8 

Substitution  for  General  Commis- 
sioners, increased  number  of  Com- 
missioners and  more  local  sittings 
would  be  necessary,  Howe  ...  13,771-4 

Total  number  of  meetings,  1916-17, 

1917-18,  1918-19,  Howe  13,418 

Statement  of  case,  right  of  requiring, 
should  extend  to  any  question  of  law 
arising  in  any  form,  IF.  Cash  ...  8280,  8334 

Surveyors’  statutory  powers  and  duties, 

Collins  p.  35-6 

System,  Collins  316-8 

Tribunal  : 

Accountants  on,  approved,  Bremner , 
15,995-6;  Quin  24,372,  24,374-7,  24,380 
Constitution  by  election  by  County 
Council,  proposal,  Stewart 

23,714,  23,724-7,  23,760-2,  23,781-90 
proposed  Constitution,  Quin  ...  24,378-80 

Elected  body,  proposal,  Hawes  22,597-605 
Independent  body  appointed  by 
Board  of  Trade,  called  Income  Tax 
Appeal  Commissioners,  proposal, 

Quin  24,344-5,  24,459-61 

Legal  men  only,  not  advocated,  Quin  24,378 
Local  court  important,  Collins  ...  439-44 
Special  Commissioners  and  one 
accountant-commissioner,  proposal, 

Nelson  19,798,  19,823-8 

Weekly  wage-earners,  Collins  347 

Arbitrators,  Court  of,  for  disputes  on  account- 
ancy questions,  proposal,  Parsons,  1555, 

1595,  1568-72,  1847-55 

ARBUTHNOT,  Mrs.,  on  behalf  of  the  Girls’ 
Friendly  Society  and  the  Stead  Memorial 

Fund  20,097-137 

Girls’  Friendly  Society  and  Stead 
Memorial  Fund  hostels,  &c.,  parti- 
culars, re,  and  claim  to  exemption 

under  Schedule  A 20,097-137 

Areas  of  Administration,  see  under  Adminis- 
tration. 

Argentine  : 

British  meat  importing  firms,  American 
competition  and  proposed  remedy,  S. 

Young  ...  ...  ...  ...  11,862-983 

Meat  firms’  taxation,  S.  Young  11,868,  11,904-25 


INDEX. 
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Arrears : 

Collection  of,  by  Customs  and  Excise 
Collectors,  objection  to,  and  work  should 
be  transferred  to  Inland  Revenue  offi- 
cials, Gongdon  26,419-30 

Loss  of  interest  from,  not  great,  Stamp  ...  9840-1 
Interest  on  : 

would  not  be  Objected  to,  W.  Cash  8285 
Proposals,  Ereaut,  4795;  Hewitt, 

21,570;  Fergitsson,  22,252;  Sulley,  23,544 
Recovery  of,  under  fidelity  guarantee  by 
County  Court  bailiffs  or  sheriff 
officers,  proposal,  Congdon,  Hender- 
son ...  ...  ...  ...  ...  ...  26,396 


Assessment— cont. 

Basis  of  charge  on  ultimate  recipients  of 

income,  Harrison  ...  ■■■  15,113,  15,148 

Choice  of,  by  General  or  Special  Commis- 
sioners should  bi  continued,  Laliin- 

Smith  7708 

Cost,  lower  than  if  carried  out  by  Board 

of  Inland  Revenue,  Hewitt  ...  21,555(111) 

on  Current  year  : 

Ideal  method,  but  not  practicable, 

B.  N.  Carter,  3136,  3245-52; 

Booty,  12,063,  12,074,  12,075-85,  12,142 
Preferable  as  far  as  possible,  and 

question  of  method,  Stamp,  ...9815-23 


Asquith,  Rt.  Hon.  H.  H.,  M.P. : 

on  Double  Income  Tax,  Hopkins,  p.  2-3 

(17)  p.  57  (4) 

on  Income  Tax  system,  1906  ...  p.  52  (12) 


Assessed  Taxes : 

Children  allowance,  Board  of  Inland 

Bevenue  p.  59  (5) 

Repealed  in  Ireland,  1823,  B.  V.  N. 

Hopkins  ...  ...  ...  ...  ...p.  1 (6) 

System,  1798,  B.  V.  N.  Hopkins p.  1 


Assessment : 

Actual  Income  : 

Advocated  in  early  and  closing  years 

of  business,  S.  E.  Cash  16,078 

Proposal,  Channell  (quoted) 15,915 

on  Actual  profits  and  not  on  arbitrary 

sum  advocated,  B.  V.  N.  Hopkins  ...  13,060 


Additional  : 

should  be  Allowed  only  when  new 
facts  have  come  to  light,  Quin  ...  24,465 
Notice  of  charge  supposed  to  be  sent 

before  demand,  Best  ...  26,031-8 

Provisions,  &c.,  need  for  amendment, 

Holme  ...  ...  ...  ...  •••  23,896 

System  and  collection  procedure, 

Congdon,  Henderson  ...  ...  26,378 

Time  limit,  proposal,  Holme,  23,896, 

24,030-4,  24,069-77;  Harrison,  ...  25,284 
Amendment  by  Surveyor  by  agreement 
with  appellant  and  on  withdrawal  of 
notice  of  appeal,  proposal,  Best, 

Eborall,  Osier,  Young,  25,706,  26,067— 

70,  26,074 

Annual,  of  wages,  instead  of  quarterly, 

advocated,  G.  B.  Carter  ...  20,151,  20,262 
Assessable  income  should  be  more  nearly 
approximate  to  commercial  result  shown 
by  trader,  W.  Cash  ...  8279,  8301,  8315-8 

Average  system  : 

See  also  Three  years’  average  below. 
Historical  note,  Board  of  Inland 

Bevenue  ...  p.  77 

Longer  period  advocated  in  cases 
where  wage-earners’  income  fluc- 
tuates, G.  B.  Carter  20,167 

Objections  to,  Booby,  12,063,  12,074, 

12,086,  12,089,  12,100-4;  Harrison 

15,584-7 

if  Retained  for  Schedule  D should 
apply  also  to  salaries  of  officials 
of  limited  companies,  etc.,  Bintoul  25,399 


Bases : 

Ability  to  pay,  see  that  title. 

Case  III,  Schedule  D and  proposed 
alteration,  Harrison,  15,120, 

15,130-1,  15,137 

when  Assessment  different  from  tax- 
payers’ return,  proposal,  Bayner, 


in, 


8845 ; Harrison 

France,  B.  V.  N.  Hopkins  ... 
under  Schedule  E,  anomaly 

Howe  

Statement,  li.  V.  N.  Hopkins 

Table,  Harrison  

Variations : 

Objection  to,  Cook 
no  Reason  for,  at  beginning,  and 

question  of  change,  Carter  ...3282-93 
Varying  methods,  Booty  ...  ...  12,063 


25,026 

p.  101 

13,821-2 
p.  9-10 
15,148 

17,719 


Direct : 

Advocated,  instead  of  taxation  at 
source,  Mackie,  24,793  (I)  (II), 

24,794-8,  24,807-55,  24,914-20 
Classes  of  income  to  which  system 

applied,  B.  V.  N.  Hopkins  ...  p.  6 (17) 
in  District  where  living  or  at  chief  place 
of  business  proposal,  Lakin-Smitli 

7707,  8192-3 

Division  of  total  income  by  number  of 
persons  10-60  years  to  be  maintained 
and  allowance  of  £30  for  each  depen- 
dant, 10-60  years,  proposal,  Hughes 

4549-50,  4622-4 

Documents,  property  in  and  right  of  cus- 
tody should  be  transferred  from  General 
Commissioners  to  Board  of  Inland  Re- 
venue, Best,  Eborall,  Osier,  Young 

25,706,  25,840-3 

Duplicate  should  include  detailed  parti- 
culars of,  where  Assessor  and  Collector 
are  one,  Hewitt  ...  ...  ...  ...  21,571 

Errors,  remedying  of  palpable  errors  out- 
side period  for  appeal,  position  re 
Harrison  ...  ...  ...  ...  25,280-6 

Estimate  based  on  past  year,  corrected 
for  actual  year : 

Proposal,  Channell  (quoted) 15,915 

Opinion  re,  Bremner  ...  ...  15,975-6 

Family,  hardship  at  present  and  handi- 
cap on  marriage,  Hughes  ...  ...  4544—7 

Family  basis  : 

not  Advocated,  Walker  ...  19,067-9 

Opinion  of  proposal,  Spry  2686-8,  2821-2 
Proposals,  Webb,  6888,  6979-91;  Pro- 
fessional Workers’  Federation, 
12,244-6;  Wolstenliolme,  12,261-72, 
12,287-9;  Norman,  12,290;  Dar- 

win, 15,780-882,  p.  126-7;  G.  B. 

Carter  20,143 

of  Farmers,  see  under  Farmers, 
on  Fictitious  figures  of  profit,  Parsons 

1554,  1678,  1813 

Forms,  Collins p.  39-46 

by  General  Commissioners,  see  under 
General  Commissioners. 

Inadequate,  in  past  years,  actual  duty 
lost  during  ten  preceding  years  should 
be  debt  to  Revenue  recoverable  with  in- 


terest, Ereaut  ...  ...  ...  ...  4815 

Individual  circumstances  must  be  con- 
sidered, G.  B.  Carter  20,138-9 

Ireland,  see  that  title. 

Local,  advantage  of,  to  taxpayer, 

Hewitt  21,555  (iv.) 

Loss  in  any  year,  suggestion,  Ereaut  ...  4805 

Methods,  publicity,  importance  of, 

B.  B.  Hopkins  ...  ...  ...  ...  13,053 

on  real  Net  income  not  on  fictitious  pro- 
fits, advocated,  S.  E.  Cash  ...  ...  16,080 

New  businesses,  suggestion,  Ereaut  ...  4802-3 


on  Non-existent  income,  Channell  (quoted)  15,915 
of  Non-recurring  profits,  in  year  follow- 
ing that  of  receipt  advocated,  Ereaut 

4801,  4969 

Notices  of  : 

for  Each  item : 

Statement  of  total  liability 
advocated  instead,  Ereaut 

4791,  4944-7 

Suggested  form,  Mackie  ...  pp.  165,  156 
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Assessment— cont. 

Notices  of — cont. 

Information  on,  re  appeals : 

Proposals,  Crook,  5733;  Sulley  23,543 

Reply  to  suggestions,  Harrison  25,026 

“ Number  or  letter  ” : 

Abolition  advocated,  Ereaut  4786, 

4889-91;  Hewitt  21,577 

Collection  procedure,  Binns 23,152 

Functions  of  Clerk  to  the  Commis- 
sioners in  connection  with,  Binns  23,014 
One  only,  on  each  person  : 

Difficulties  connected  with,  Harrison 

25,012-5,  25,019,  25,328-39 
not  Objected  to  by  Board  if  tending 

to  simplification,  Harrison  25,010-11 
Proposals,  Dawson,  17,195;  Aveling, 

19,910,  19,981;  Quin,  24,323,  24,565- 

73;  Mackie  24,793  <9^ 

Question  of,  TP.  Cash  8291,  8350-1; 

B.  N.  Carter 3137,  3174-86 

Place  of,  present  position,  Harrison, 

25,009;  B.  V.  N.  Hopkins  ...  p.  10  (47) 
on  Preceding  Year  : 

Advantages  of,  Stamp,  9668-76; 

Nelson,  19,793—4,  19,796;  Hewitt,  21,563 
Advocated,  Parsons,  1564,  1814; 

B.  N.  Carter,  3136,  3164-7  3297- 
304;  Ereaut,  4796-7,  4800-1,  4920, 

4965-8;  G.  M.  E.  Jones,  5421; 

W.  Cash,  8281,  8333,  8336,  8490; 

Bayner,  8842;  Money,  10,547, 
10,856-61,  11,153-9;  TP.  Allen, 

14,037;  Bremner,  15,896,  15,954-61; 

S.  E.  Cash,  16,078,  16,233;  Leake, 

16,303;  Haslip,  16,441  (a),  16,443, 
16,447-56;  Cook,  17,719,  17,784-7; 
Co-operative  Union,  18,402;  Nelson, 

19,791;  Hewitt,  21,563;  Fergusson, 

22,248;  Campbell,  Staines,  23,805; 

Quin,  24,322,  24,329,  24,355,  24,368, 

24,557-9 ; Mackie,  24,793  (3),  24,800, 
24,885-903;  Congdon,  Henderson, 

26,390-2;  Bintoul  25,398 

not  Advocated  as  regards  weekly 
wage-earners  Harrison  25,09*4,  25,232 

Approved  professions  and  employ- 
ments, Harrison  15,132-15,503 

Arguments  against,  trades  and  busi- 
nesses, summary  and  comments, 
Harrison,  15,123-9,  15,479,  15,520-6, 

15,534-40,  15,575-83 
Arguments  in  favour  of,  trades  and 
businesses,  summary  and  com- 
ments, Harrison  ...  15,117-22,  15,472-8 
Carrying  forward  of  losses : 

Advocated,  B.  N.  Carter,  3136, 

3172-3,  3357-9;  TP.  Cash,  8281, 

8337,  8463-6;  Bayner,  8842; 

Booty,  12,063,  12,087 ; Leake, 

16,303,  16,318-24 ; Dawson, 

17,193,  17,208-9;  Aveling, 

19,909,  19,950-4;  Campbell, 

Staines,  23,805;  Quin,  24,330, 

24,369,  24,478-90,  24,542-50 
not  Advocated,  Cook  ...  17,886-9 

for  Certain  period  would  be 

necessary,  Stamp  9677-9 

no  Case  for,  trades  and  busi- 
nesses, carrying  forward  only 
for  three  years  should  be 
allowed,  Harrison 

15,126,  15,504-9,  15,527-9 
with  Certain  limits  advocated, 

Bintoul  25,398,  25,450-61 

not  Proposed,  Money,  10,998-1006, 

11,160-4 

to  Succeeding  year  or  years, 
advocated,  Quin,  7713,  8219-23, 

8236-8,  8245 

over  three  years  advocated,  S.  E. 

Cash,  16,078,  16,235-43;  Fur- 

tado  25,531 

Time  limit  necessary  and  three  or 
five  years  proposed,  Nelson 

19,792,  19,820,  19,848-9 


Assessment — cont. 

on  Preceding  Year — cont. 

Change  in  1920,  assessment  on  1919 

profits  fair,  Howe 13,823 

Change  to  : 

Argument  of  injustice  in  event  of 
falling  incomo  not  agreed  to, 

Money  10,659-64 

Method,  TP.  Cash,  8337-9;  8573; 

Quin,  8224-8;  Stamp 9764 

and  Deduction  at  the  source, 

Harrison  15,589-92 

Departmental  Committee  of  1905  on, 

Nelson 19,795 

Falling  incomes  overtaxed.  Channell  15.915 
Higher  rate  of  Super-tax  as  result 
not  an  objection,  B.  N.  Garter  ...  3351-6 
no  insuperable  administrative 

difficulty  seen,  Ereaut  4921-2 

Objection  to,  Hughes 4628-31 

Proposal,  Booty,  12,063;  12,074; 

12,091-100;  Quin,  7713;  8203-18; 

8241-4;  8246-52 

Remuneration  actually  paid  should 
be  assessed  irrespective  of  period 
in  respect  of  which  it  was  paid, 

Nelson  19,796 

Trade  opinion  largely  in  favour  of, 

Aveling  19,909,  19,949 

Transition  period,  Harrison,  15,128; 
15,483-502;  15,593-615;  15,624-30’; 
Bremner,  15,958,  15,962  - 6 ; 

*5.  E.  Cash,  16,078;  Nelson, 

19,795;  19,850  - 3;  19,871-9; 

Hewitt,  21,563;  Fergusson,  22,248; 

Quin,  24,329;  24,356;  24,466-77; 

Mackie,  24,800;  Bintoul,  25,398; 

25,436-49;  Osier  26,186-91 

would  be  Welcomed  by  public, 

Fisher,  22,383;  Brown,  22,384; 

Fergusson  22,384 

on  Preceding  year  for  property  and 
salaries  and  three  years’  average  for 
trading  profits,  a reasonable  com- 
promise, Hewitt  21,736 

to  Prevent  loss  on  falling  incomes, 

scheme,  Channell  (quoted)  15,915 

Procedure,  Collins,  328-34;  p.  28-30; 

Towle,  21,322-6 ; 21,398-404 

on  Profits  advocated,  Leake  3756-7,  3778-9 
Profits  from  businesses  and  trades,  uni- 
form average  advocated,  preferably 
three  years,  Institute  of  Municipal 
Treasurers  and  Accountants,  11,253, 

11,296  (8);  Whiteley  11,390-1 

Profits  of  uncertain  annual  value,  none 

for  first  year,  suggestion,  Ereaut  ...  4801 

Quarterly : 

Abolition  advocated,  G.  B.  Carter  ...  20,163 
Arbitrary  nature  of  demarcation, 

G.  B.  Carter 20,168 

as  Class  legislation,  G.  B.  Carter  ...  20,162 
Cost  of,  Board  of  Inland  Bevenue  pp.  88,92 
111  effects  on  production,  G.  B.  Carter  20,150 
Irritation  caused  by,  G.  B.  Carter  20,157-60 
of  Manual  wage-earners,  objections 

to,  Ereaut  4800 

justly  Resented  by  weekly  wage- 

earners,  Money  10,536 

Re-assessment,  liability  of  parish  for  de- 
faults of  Collector,  abolition  advocated, 

Binns  23,164-5 

Salaries  and  emoluments  derived  from 


Public  Departments  (Schedule  E) : 

List  of  departments  with  approxi- 
mate number  of  assessments,  &c., 

1917-18,  Binns  23,239 

System,  and  proposed  modifications, 

Binns  ...  23,225-38,  23,348-54,  23,401-2 

on  Three  years’  average,  proposal, 

Bayner  8843,  8868 

Transfer  to  Surveyors,  proposal, 

Binns  23,234,  23,237 

Schedule  D : 

Form  of  notice,  Harrison  ...  p.  171-2 
Special  relief  to  meet  war  conditions, 

Board  of  Inland  Bevenue  ...  ...  p.  187 
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Asse  ssment— cont. 


Assessors : 


Scotland,  see  under  Scotland. 

Signature  of  Additional  Commissioners 
should  suffice  without  that  of  General 
Commissioners,  Hewitt  ...  ...  •••  21,573 

Simplification  : 

Evasion  would  be  decreased  and  yield 

increased,  Lakin-Smith  7709  \ 

Importance  of,  Currie,  7670,  7691,  / 

7720,  7961  / 

Single  document  showing  classified  list 
of  amounts  of  all  assessments,  particu- 
lars of  deductions,  &c.,  opinion  of 
Board  re  proposal,  and  document 
might  be  given  if  required  by  taxpayer, 

Harrison  ...  ...  •••  25,086—8,  25,141—8 

“ Special  ” : 

Abolition  advocated,  Ereaut  ...  ...  4786 

Collection  procedure,  Binns  ...  23,149-51 

by  Special  Commissioners,  see  that  title. 

Standard  basis  not  variable  with  changes 
in  rate,  proposal  (Statutory  “ taxable 
income  ”),  Schooling,  966-87,  1019-20, 

1030-44,  1084-104,  1140-2,  1199-202, 

p.  48-9 

Statutory  powers  and  duties  of  Survey- 
ors, Collins  ...  ...  ...  p.  35 

Super-tax,  see  that  title. 
by  Surveyors,  see  under  Surveyors. 

Three  Years’  Average  : 

Abolition : 

Advocated,  Quin,  7713,  8203—18, 

8241-4;  W.  Cash,  8281,  8567-75; 

Money.  10,547,  11,153-9;  W. 

Allen,  14,037;  Dawson,  17,193; 
Co-operative  Union  ...  ...  18,402 

Attitude  of  Board  of  Inland 
Revenue,  as  regards  trade  and 
business,  Harrison,  15,115-6 

15,468,  15,620-3 

Disadvantage  owing  to  possi- 
bility of  trades  changing 
method  of  stocktaking  and 
working  profits  advantage- 
ously, London  ...  ...  ...  12,425 

would  not  be  Satisfactory, 

Hughes  ...  ...  ...  4554,  4566 

special  Adjustments  associated  with, 
Harrison  15,139-45,  15,509—19,  15,547—59 
Advocated,  Money,  10,856;  Institute 
of  Municipal  Treasurers  and 
Accountants,  11,253,  11,296(8) ; 

Whiteley  11,390-1 

Amount  on  which  tax  paid  in  no 
relation  to  profit  made,  B.  N. 

Carter 3136 

Application  to  all  taxpayers  advo- 
cated, Hughes  ...  4554,  4566,  4627-31 
Approved,  Thompson  ...  ...  ...  18,335 

Concessions  necessary,  criticism  of 

system,  B.  N.  Carter  ...  3136,  3161-3 
Departmental  Committee,  1905,  re- 
port, Harrison  15,150-80 

Palling  incomes  overtaxed,  Cliannell  15,915 
Loss  of  revenue  from,  during  last  15 
or  20  years,  Money  10,531,  10,839- 

56,  11,078-85 

Objections  to,  Ereaut  4796 ; Quin 
7713,  8206-7,  8210,  8212-7;  Cook 

17,719 

Professional  incomes,  hardship  dur- 
ing war,  Cliannell  (quoted)  ...  15,915 
as  Safeguard  against  evasion,  trades 
and  businesses,  London,  12,585-91; 
Harrison  ...  •••  15,129,  15,541-6 

for  Some  employees  and  not  others, 
objection  to,  Hughes  4551—4; 

Ereaut  4800 

considered  Unfair  by  people,  G.  M. 

E.  Jones  5420 

on  True  balance  of  profit  and  loss  accord- 
ing to  recognized  commercial  ideas  and 
usage  advocated,  Parsons,  1554,  1572, 

1584,  1678-9,  1725-45,  1813-6 
Year  of,  see  that  title. 
on  Yearly  profits  according  to  trader’s 
own  date  of  closing  accounts,  proposal, 

Cook  17,719,  17,785-7 


Abolition  of  office  : 

Advocated,  Parsons,  1555,  1572-4, 

1599-602,  1843-6;  Ereaut  4785, 

4832-42,  4883-4;  Lakin-Smith, 

7707;  W.  Cash,  8280,  8319;  Bayner, 

8842;  Federation  of  Master  Cotton 
Spinners  Association,  Ltd.,  13,829; 

Garnett,  13,900-10,  13,945-51, 

13,957-60,  13,965-73;  S.  E.  Cash, 

16,077;  Nelson,  19,797;  Sulley, 

23,542,  23,634-8;  Campbell,  Staines 
23,802,  23,857-9;  Bintoul,  25,404; 

Best,  Eborall,  Osier,  Young, 

25,706,  25,828-30,  25,956-65 
not  Advocated,  but  office  might  be 
combined  with  that  of  Collector, 

Holme  23,890,  23,981-91 

Local  knowledge  might  be  obtainable 
from  Collectors,  Brown,  22,233; 

Binns  23,154,  23,450-8 

Objections  to  proposal,  Hewitt, 

21,558,  21,753;  Fergusson,  22,253; 

Fisher,  22,259-71;  Binns  ...  23,267 
Accountants  as,  objection  to,  Aveling,  19,964 
Appointment  : 

by  Board  of  Inland  Revenue: 

Advocated,  Binns  23,078 

would  be  Approved  if  condi- 
tions of  service  made 

attractive,  Brown  22,300 

bv  Local  Commissioners,  approved, 

Fisher  22,291-6 

Method,  Collins,  311;  Fisher, 

22,134-5;  Binns  23,036-44 

Method,  City  of  London,  and  position 
of  Clerks  as  regards  promotion  to, 

Hewitt,  22,038-45,  22,051-8, 

22,079-95,  22,118-22;  Fergusson,  22,244 

Permanent,  advocated,  Hewitt, 

21,561;  Fisher  22,289-90 

Assessment  work  might  be  transferred 

to  Surveyors,  Collins  ...  416,  513-9,  682-4 

Assistance  of  the  public  by  : Holme, 
23,980-6;  Hewitt,  20,012,  21,594-602, 

21  774-822,  21,984-99;  Fergusson, 

22,309,  22,391-6 

Reply  to  evidence,  Binns,  23,470, 

23,476;  Best 25,994-5 

Assistant  Overseers,  Poor  Rate  Col- 
lectors, &c.,  aLo,  in  country,  Fisher,  22,319-20 
Class  of  men,  Hewitt  ...  21,855-61,  21,873-5 

Clerks : 

Government  employees,  proposal, 

Fisher  ...  •••  •••  22,167 

Promotion  to  Assessors,  proposal, 

Fisher  ...  •••  •••  22,168 

Combining  of  office  with  that  of  Clerk 
to  the  Commissioners  might  be  satisfac- 
tory in  country  districts,  Holme 

23,992,  23,994 

Competency  of,  Fisher  22,373-7 

Compulsory  nature  of  office,  and 

abolition  advocated,  Binns  •••  23,079 

Conditions  of  tenure  of  office,  improve- 
ments advocated,  Fisher  • ••  22,181-7 

Criticism  of,  Bawes  • 22,582,  22,616 

Declaration  of  secrecy,  Binns  23,044 

Departmental,  system  and  proposed 
abolition,  Binns  23,232,  23,234,  23,348—54 

Dual  control  and  objections,  Campbell, 
Staines,  23,802;  Best,  Eborall,  Osier, 

Young  25,705,25,823-44 

Earlier  commencement  of  year’s  work, 
importance  of,  and  proposal,  Fisher 

22,171-5,  22,185,  22,288 
Efficiency  of  work  sacrificed  to  false  sense 
of  economy,  Fisher  ...  22,143,  22,370-2 

Functions  : 

City  of  London: 

in  Connection  with  appeals  to 
Additional  Commissioners, 

Hewitt  ...  21,684-733,  21,942-59 

in  Connection  with  Super-tax, 

Fergusson  ...  22,397-8 
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Assessors— cont. 

Functions— cont. 

Cit.y  of  London — cont. 


Reply  to  evidence,  Best,  Eborall, 

Osier,  Young,  25,720-1,  25,874-935 
Valuable  work  done  as 

Collectors,  Eborall  25,793 

Details  re,  Collins,  311;  Towle, 
21,398-403,  22,137;  Fisher,  22,330-61; 

Fergusson,  22,246;  Binns,  23,053-71,  23,479 
Devolution  of  certain,  on  Surveyors, 

Binns,  23,074—5;  Best,  Eborall, 

Osier,  Young  25,704 

re  Inhabited  House  Duty,  change 

proposed,  Binns  23,084 

Performance  of,  and  difficulties, 

Fisher  22,145-53 

Scope  and  character  of  work, 

Fisher  22,138-44 

Indispensable,  and  importance  of,  as 
advisers  of  the  public,  Hewitt,  21,558, 

21,746-8,  21,846-84 

as  Indispensable,  not  agreed  with,  Best,  25,996 

Inland  Revenue  Surveyors  as,  proposal 

1887,  Hewitt  21,548 

Instructions  to,  proposal,  Fisher,  22,170, 

22,185,  22,282-7 

Issue  of  precepts  by,  requiring  applicants 

to  furnish  accounts,  criticism,  Binns...  23,480 
Local  knowledge,  advantage  of,  Hewitt, 
21,981-3;  Fisher,  22,141-2,  22,163, 

22,176-7,  22,262-71;  Brown,  22,301-3; 
Fergusson , 22,312;  Fisher,  22,331; 

Binns  23,267,  23,269-71 

Number,  Collins,  311;  Binns  23,046 

Offices  : 

City  of  London,  Fergusson  22,245 

Closer  to  those  of  Surveyor  desirable, 

Fergusson  22,310-1 

Provision  by  Government,  proposal, 

Fisher 22,169,  22,185 

Oversight  of  work  of,  by  Surveyors,  Binns  23,043 
Procedure  re  assessment,  Collins,  330-1, 
p.  28,  p.  29 ; Fisher  ...  ...  22,340-54 

Remuneration  : 


City  of  London,  Fergusson  22,245 

Classification  of,  1919-20,  Binns  ...  23,178 

Inadequacy,  Fisher,  22,148,  22,178, 

22,272-81;  Brown  22,297 

if  Inadequate,  application  for  revision 

possible,  Binns  23,477 

Increase,  1908,  Fisher 22,144 

System,  Fisher,  22,136,  22,316-7; 

Fergusson,  22,314-5;  Brown, 

22,318,  22,324-6;  Binns  ...  23,047-52 

permanent  Residence  in  district  advan- 
tageous, Binns  23,260-1 

Returns  to,  objection,  Ereaut  4791 

Same  as  Collector  in  some  cases,  Collins, 

623;  Ereaut,  4832,  4837-9;  Fisher  ...  22,145 
Surveyor  as,  in  certain  cases,  Collins,  313, 

329,  515;  Binns  23,045 

Transfer  of  duties  re  forms  to  Surveyor 
would  be  advantageous,  Harrison  25,260-3 

as  Whole-time  Officers  : 

Advocated,  Aveling,  19,918,  19,964; 

Hewitt,  21,560,  22,004-12;  Fisher, 

22,154-63,  22,185 

in  Certain  towns,  Fisher,  22,154-60; 


Binns  23,471-3 

Compensation  to  persons  deprived  of 

appointment,  proposal,  Fisher  ...  22,166 

Grouping  of  parishes,  proposal, 

Fisher 22,164-6,  22,185 

not  Necessary,  Binns 23,276 

certain  Work  done  in  Surveyor’s  offices 
should  be  transferred  to,  Fisher  ...  22,162 
Assessors  and  Collectors  for  the  City  of  Lon- 
don, evidence  on  behalf  of,  see  Fergusson, 

J-  C 22,243-399 

Associated  Chambers  of  Commerce,  movement 
against  Double  Income  Tax  supported  by, 

Sir  F.  Young  ...  ...  ...  ...  ...  733 

Associated  Scottish  Life  Offices,  evidence  on 
behalf  of,  see  Low,  George  M.  16,560-87, 

16,945-7071 


Association  of  British  Chambers  of  Commerce  : 
Evidence  on  behalf  of,  see  Firth,  Sir 
Algernon  F. ; Currie,  George  W. ; Nor- 
ton, G.  P.;  Leather,  H.  D.;  Lakin- 
Smith,  H. ; and  Quin,  Stewart  Blacker 

7660-8276 

Special  Committee  meeting,  putting  in 
of  minutes  of,  objected  to,  Firth  ...  7986 

Association  of  Clerks  to  the  Commissioners  of 
Taxes  for  England  and  Wales,  evidence  on  ’ 
behalf  of,  see  Hewitt,  Ccpley  Delisle 

21,544-22,133,  p.  148-58 

Association  to  Protest  ag’ainst  the  Duplication  of 
Income  Tax  within  the  Empire. 

Establishment,  date,  Sir  F.  Young  ...  795 

Evidence  of  Chairman,  see  Young,  Sir 

Frederick,  M.P 764-964 

Origin  of,  Sir  F.  Young  769,  783 

Association  of  Tax  Clerks,  evidence  on  behalf 
of,  see  Matthews,  J.  M. ; Rawes,  G.  J.;  and 
Kelly,  E.  J 22,551-621 

Association  of  Tax  Surveying1  Officers  : 

Evidence  on  behalf  of,  see  Towle,  F.  S. ; 

Best,  W.  S. ; Eborall,  E.  A.;  Osier, 

R.  W.;  and  Young,  J.  T.  ...  21,279-543, 

25,693-26,252,  p.  147 
Objects,  membership,  etc.,  Towle,  Best 

21,279-80 

Association  of  Trade  Protection  Societies  of  the 
United  Kingdom: 

Constitution  and  objects  of,  Dawson, 

17,243-51;  Hutchison  17,309-17 

Evidence  on  behalf  of,  see  Dawson,  Sidney 
Stanley,  J.P.,  M.  Com.,  F.C.A.,  and 
Hutchison,  Alfred 17,190-323 

ATKINSON,  the  Rev.  A.  G.  B.,  M.A.,  Secre- 
tary of  the  Curates’  Augmentation  Fund 

14,581-14,825 

Clergy : 

Burden  of  tax  on,  and  “ ability  to 

pay  ” 14,581-2,  14,584,  14,607,  14,689-97, 

14,732-6.  14,765-70 

Easter  offerings,  14,588,  14,596 

14,620-40,  14,703-13,  14,727-31,  14,810-23 

Exemption  limit  14,595,  14,596 

Forms  14,596,  14,672-4 

Mortgages  ...  14,597,  14,675-8,  14,700-1 
Parochial  helpers,  14,591,  14,596, 

14,659-60,  14,714-6,  14,750,  14,824-5 
Parsonage  garden,  14,590,  14,596, 

14,646-58,  14,698-9,  14,748-9 
Parsonage  house,  14,583,  14,596, 

14,601-6,  14,720,  14,739-47,  14,761-4, 
14,777-82 

Property  Tax  books,  Schedules  A and 

B 14,593,  14,661-71,  14,802-9 

Repairs  and  renewals,  14,589,  14,596, 

14,641-5,  14,681-8,  14,721 
Schedules  A and  B,  14,593,  14,647-58, 

14,661-71,  14,698-9,  14,751-7,  14,802-9 
Tithes  and  tithe  rent  charge,  14,585-7, 

14,592-3,  14,596,  14,607-19,  14,661— 

71,  14,718-9,  14,722-6,  14,771-6, 

14,783-801,  14,802-9 

AUERBACH,  JULIUS  (joint  evidence),  hard- 
ship of  Double  Income  Tax  as  regards  firms 
trading  in  England  and  South  Africa,  and 
proposed  remedies  2153-68 

Australia  : 

Business  in,  shareholders  in  United 
Kingdom,  taxation  system,  Sir  F.  Young 

852-8 

Double  Income  Tax,  examples  of  working 

of,  Sir  F.  Young 784-5,  935 

Federal  Income  Tax,  for  war  purposes, 

Sir  F.  Young  771  (b)  785 

Income  Tax  : 

Assessment  of  farmers,  Board  of 

Inland  Bcvenue  ...  ...  ...  p.  142 

Charge  on  all  income  arising  within 

country,  Harrison 6341 
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Australia— cont. 

Income  Tax — cont. 

Children  allowance,  Board  of  Inland 
Revenue  ...  •••  •••  •••  P-  109 

Differentiation  method,  Board  of  In- 
land Revenue  ...  ...  •••  ...  p.  108 

Graduation  : 

Comparison  with  United  King- 
dom, &c.,  R.  V.  N.  Hopkins, 

4079,  4080,  p.  85,  p.  86 
Method,  Board  of  Inland 
Revenue  ...  pp.  107  (11)  (12),  107-8 
Life  Assurance  Offices,  assessment 

basis,  Furtado  27,372,  27,861,  27,862 

Life  Assurance  premiums  allowance, 

Furtado  ...  •••  •••  27,372,  27,373 

Rates  of  tax,  Board  of  Inland 

Revenue  PP-  HO,  111,  112 

Reliefs  in  respect  of  wife  and 

children,  Board  of  Inland  Revenue 

pp.  110,  113,  114 
Scope  of,  Harrison  ...  ...  6302 

System,  R.  V.  N.  Hopkins,  p.  97; 

Sir  F.  Young  ...  785,  829—31,  849—51 

no  Taxation  on  income  arising  in 

Great  Britain,  Sir  F.  Young  ...  926-34 
Wasting  assets  system,  Hook  ...  9938 

Land,  minimum  valuation  rule,  White  ...  20,653 
Non-distributed  profits  of  companies,  allo- 
cation to  shareholders,  Ereaut  4866-70 

Resident  from  England  not  taxed  on  in- 
come not  earned  in  country,  McLeod  ...  1887 

Super-tax  evasion,  prevention,  Harrison  14,339 
Taxes,  increase  owing  to  war,  Sir  F. 

Young  771  (6),  785 

Austria-Hungary : 

Assessment  of  married  persons,  Board  of 

Inland  Revenue  ...  •••  ...  p.  106 

Children  allowances,  Board  of  Inland 

Revenue  P-  109 

Differentiation  method,  Board  of  Inland 

Revenue  ...  p.  108 

Double  Income  Tax  provisions,  Harrison 

6342,  6344,  6345,  6346,  6347 
Graduation  method  ...  ...  •••  P-  108  (13) 

Wasting  assets,  system,  Board  of  Inland 

Revenue,  Hook  ...  ...  •••  •••  9938 


AVELING,  Councillor  Charles, 

J.P.,  on 
of  Trade 

behalf  of  the  National  Chamber 

(joint  evidence) 

...  19,908-20,020 

Accounts  ...  ...  •••  19,915—6,  19,989—91 

Assessment : 

One  only  on  each  person 

...  19,910,  19,981 

on  Preceding  year 

19,909,  19,949-54 

Assessors  

19,918,  19,964 
19,917,  19,956-63 

Board  of  Referees  

Collectors 

...  19,918,  19,964 

Depreciation  allowance 

19,913 

“ Free  of  tax  ” 

19,912 

General  Commissioners 

...  19,917,  19,955 

Leaseholds  and  leases 

...  19,913,  19,914 

Partners 

19,911,  19,981-3 

Payment 

19,918 

Removal  costs  ... 

19,914 

Wasting  assets 

19,913 

Babbage,  Charles,  on  Terminable 

annuities 

1851-2,  Board  of  Inland  Revenue 

p.  71  (3) 

Bachelors  and  Spinsters,  Special  Tax  : 

Advocated,  Ereaut,  4778;  Shirkie, 

9302-3,  9329-37 

Approved  in  principle  but  question 
whether  worth  collecting,  Money, 

10,617-20,  10,704-6,  10,902 
might  be  Considered,  but  difficulties  of, 

Spry  ...  ...  •••  •••  ...2829-37 

Criticism  of  proposal,  Darwin,  15,852-6, 

15,861-3 

Preferred  to  system  of  allowances, 

Edwards  2377-8 

Relative  expenses  of  married  man  and, 

Barker,  19,105-27;  F.  Hall  ...  19,127-40 


Baden  and  Hesse,  no  children  allowance, 

Board  of  Inland  Revenue  ...  p.  99 

Bank  of  England,  right  of  making  own 

assessment,  Collins  ...  394—8,  407—8,  p.  34(133) 

Bank  of  Ireland,  right  of  making  own 

assessment,  Collins  394-8,  407-8,  p.  34  (113) 
Banking  business,  taxation  system  and  relief 
re  interest  from  War  Loans,  Hovil 

16,553,  16,711-2,  16,868-72,  16,908-11. 

Bank  Accounts,  power  to  Inland  Revenue 
to  call  for  copv  and  extracts  advocated, 

Mackie  24,793  (10),  24,905-6 

Bank  Books,  power  to  Board  of  Inland 
Revenue  to  require  production  of,  when 
required,  advocated,  London  ...  12,461—7 

Bank  Deposits,  Interest  on  : 

Deduction  of  tax  by  bankers  : 

no  Objection  seen  from  banks’ 

point  of  view,  Rintoul  25,465-71 
should  he  Required  if  returns 
not  made  by  bankers,  London, 

12,667-9,  12,673 

Evasion  of  and  proposed  remedy, 

Currie,  7674,  7965-70;  Towle,  Best, 

21,287,  21,308,  21,303 
Information  from  Banks  re  : 

Proposal,  Towle,  Best,  21,287, 

21,308,  21,309 
not  Proposed,  Quin  ...  24,585-9 

Return  from  bankers,  would  be 
useful,  but  banks  might  object, 

London  ...  12,454—60,  12,664—75 

Taxation  at  the  source  ...  p.  62  (5) 
Untaxed,  assessment  on  amount 
receivable  during  trading  year 
advocated,  Quin  ...  24,338,  24,371 

Bank  Pass  books,  Board  of  Inland  Revenue 
should  have  power  to  require  pro- 
duction, Towle,  Best  ...  21,307,  21,308 

Banks : 

Information  from,  re  customers,  proposal, 

Towle,  Best,  21,307,  21,308,  21,309, 

21,438,  21,474-9,  21,496-9 
Returns  of  all  payments  for  rent,  interest, 
royalties,  salaries,  fees,  &c.,  advocated, 

Mackie  ...  ...  ...  24,793  (8) 


BARKER,  GEORGE,  on  behalf  of  the 
Miners’  Federation  of  Great  Britain  (joint 
evidence)  ...  ...  ...  •••  •••  19,075-336 

Abatement  limit  19,075-82 

Allowances  ...  ...  ...  ...19,083,  19,207 

Cost  of  living  ...  ...  ...  19,144—64 

Exemption  limit,  19,082—3,  19,095—127, 
19,141-74,  19,186-9,  19,195-212, 

19.234-42,  19,252-67,  19,268-88 
Miners,  position,  19,157—68,  19,213—8,  19,235—42 

Quarterly  payment  19,175 

Wage-earners,  deduction  of  tax  by 

employers  ...  ...  19,177—85,  19,221—4 


Basis  for  Assessment,  see  under  Assessment. 

Bavaria,  assessment  of  married  persons, 

Board  of  Inland  Revenue  P-  106 


BAXTER,  T.,  on  behalf  of  the  Licensed 
Victuallers’  Defence  League  of  England 
and  Wales : Licensed  premises  partly  owned 
as  dwelling  house,  inadequacy  of  two-thirds 
allowance  and  proposed  discretionary  power 
to  Surveyors  ...  ...  •••  26,342-69 

Beaconsfield  Women’s  Service  Society, 
resolution  in  favour  of  separate  taxation 

of  husband  and  wife 2943 

Bearer  Shares  and  Coupons  in  Foroign  com- 
panies, full  British  taxation  with  right  to 
rebate,  advocated,  Williamson  ...  ...  7556—8 

BECK,  ARTHUR,  M.I.Mech.E.,  Vice- 
Chairman,  Midland  Council  of  National 
Union  of  Manufacturers  and  Member  of 
Board  of  Referees  to  Lords  of  Treasury 
under  Finance  Act,  1915—8  17,095—134,  p.  132—6 
Earned  and  unearned  incomes  ...  ...  17,100 

Graduation  ...  17,098,  17,116—7,  p.  129 
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BECK,  ARTHUR— cont. 

Universal  tax...  17,095-9,  17,112-7,  p.  132-6 
Widows  and  spinsters  above  60,  benefit 
scheme  ...  17,101-11,  17,123-34,  p.  128-32 
Belfast  Property  Owners’  Association,  evi- 
dence on  behalf  of,  see  Dunlop,  Robert, 

J.P.  (joint  evidence) 20,319-521 

BELFOUR,  E.,  on  behalf  of  London  Chamber 

of  Commerce  5827-37,  6141-85,  6293-6 

Non-residents,  agents  in  England,  posi- 
tion of,  and  hardship  5829-37,  6143-71, 

6176-241,  6242-52,  6255-85,  6293-6 
BEST,  W.  S.;  EBORALL,  E.  A.;  OSLER, 

R.  W. ; and  YOUNG,  J.  T.,  on  behalf  of  the 
Association  of  Tax  Surveying  Officers  (Joint 
evidence)  ( see  also  Towle,  F.  S. ; and  Best, 

W.  S.)  21,279-543,  25,693-26,252,  pp.  147,  183-4 

Abatements  25,770-4,  25,781-2,  26,117- 

20,  26,233-47,  26,137-85,  26,192-205 

Additional  assessments  26,031-8 

Additional  Commissioners  25,698-9, 

25,706,  25,709,  25,784-9,  25,845-56, 

25,936-48,  25,966-77,  26056-61' 

Adjustments  25,87! 

Administration,  duality  ...  25,705,  25,823-44 

Allowances  26,129-36 

Appeals  ...  25,703,  25,706,  26,062-3,  26,068-70 

Assessment  : 

Amendment  ...  25,706,  26,067-70,  26,074 

Documents  ...  ...  25,706,  25,840-3 

on  Preceding  year  26,186-91 

Assessors  : 

Abolition,  proposal  25,706,  25,828- 

30,  25,956-65 

Functions  25,704,  25,994—5 

City  op  London  : 

Assessors  ...  25,720-1,  25,790,  25,874-933 

Commissioners,  25,720-4,  25,871—935, 

25,988-92,  25,999-26,010 
Clerks  to  the  Commissioners,  functions 
and  proposal  re  transfer  ...  25,704,  25,706 

Collection  25,714-6 

Collectors  25,706,  25,715,  25,717-8, 

25,961-5,  25,997,  26,025-6,  26,064 
Differentiation  25,730,  25,749-50, 

25,773-6,  25,778,  26,121-8,  26,137,  26,206-21 
General  Commissioners  : 

Constitution  25,816-22 

Functions  25,698,  25,700-1 

Graduation  25,733-4,  25,749-50,  25,753, 

25,756-74.  25,779-82,  26,117-20, 

26,13  f-85,  26,192-205,  26,222-9, 

26,233-47,  p.  179-80 

Land  and  property,  revaluation  25,726 

25,729-31,  25,734-47,  27,076-115 
Payment  of  tax  25,011-3  25,715,  25,718, 

26,014-30 

Returns,  demand  for  25,706,  25,857-8, 

25,948-53,  25,978-81 

Special  Commissioners  25,709-11 

Super-tax  25,712,  25,859-69,  25,982-7, 

26,065-6 

Surveyors  25,706,  25,709-11,  25,828-30, 

25,845-65,  25,874-946,  25,968-77, 

26,003-10,  26,060-1,  26,071-3 

Tax  clerks  26,039-51 

BIGGART,  THOMAS,  on  behalf  of  the  Fede- 
ration of  British  Industries  (joint  evidence) 
and  the  Shipbuilding  Employers’  Federation 


16,057-188 

Buildings,  depreciation  allowance  ...  16,063-4 

Depreciation  allowance  ...  ...  ...  16,060 

Fixtures  and  office  furniture  ...  ...  16,065 

Patents  16,067 

Plant  and  Machinery  : 

Depreciation  allowance  ...  16,061-91 

Obsolescence  ...  ...  ...  16,069-70 

Removal  expenses  16,065,  16,066,  16,080, 

16,163-87 

Terminable  concessions  abroad  ...  ...  16,066 

Wasting  assets  16,072-4 


BINNS,  A.,  Deputy  Chief  Inspector  of  Taxes 

22,938-23,514 


Additional  Commissioners  : 


Abolition  not  favoured 22,964 


BINNS,  A.— cont. 


Additional  Commis sioners — cont. 


Advantage  to  Surveyors  ...  23,505-10 

Appointment  and  constitution 

22,951,  22,976-7,  22,979,  23,364-74 
Functions,  nature  of  work,  procedure, 

Ac.,  22,958-9,  22,965,  23,298-307, 

23,408-19,  23,465-7,  23,469 
a Hindrance  to  proper  assessment 

in  some  cases 23,420-8,  23,500 

Local  knowledge,  advantage  of 

22,964,  23,212-4  23,253-4,  23,496-7 

Number  22,952 

Value  of  and  retention  desired 

23,247-54,  23,363 
Administration,  areas  of  ...  23,183-224,  23,255 

Assessment  of  salaries  and  emoluments 
derived  from  public  departments 

23,225-39,  23,348-54,  23,401-2 

Assessors  : 


Abolition,  objection  to 

23,260-1,  23,267,  23,269-71 
Applications  to,  by  public  ...  23,470,  23,476 

Appointment  23,036—44,  23,078-9 

Functions  and  proposed  alteration 


23,262-8,  23,275,  23,471-3 

Number  ...  23,046 

Relations  with  Surveyors  ...  ...  23,043 


Remuneration 
Surveyors  as 
Whole-time 
Charge  duplicates 
Church  door  notices 


23,047-52,  23,178,  23,477 

23,045 

23,276,  23,471-3 
23,399-400 
23,355-7 


Clerks  to  the  Commissioners  : 

Appointment  22,969,  22,983-7, 

23,245,  23,375-6 

Class  of  men  23,282,  23,377-80, 

23,429-32 

Functions  and  proposed  alteration 
22,988,  22,997-3,014,  23,023-8, 

23,031,  23,468 

Number  22,989 

Remuneration  22,990-6,  23,029-30, 

23,032,  23,277-81 
Collection  23,123-38,  23,155-6 


Collectors  : 

Appointment  23,085,  23,088-97, 

23,112,  23,156-9,  23,171-4,  23,177 
Attaching  of  one  or  more  to  Board 
of  Inland  Revenue  in  directorial 

capacity  23,478 

Banking  arrangements  and  account- 
ing 23,139-41,  23,341-7,  23,357-9 

Clerks  to  23,157,  23,160 

Collectors  of  Customs  and  Excise  as 

23,098-102,  23,161-3,  23,403-6 
Declaration  of  secrecy  ...  ...  23,111 

Functions  23,123-38,  23,142-5, 

23,147-52,  23,176,  23,479-80 
Ireland,  see  that  title  beloio. 

Local  knowledge  23,450-4 

Number  23,113 

Relations  with  Surveyors  23,146, 

23,155 

Remuneration  23,114-22,  23,154, 

23,178,  23,179,  23,180  23,459-62 

Security  23,103-10,  23,166-70 

Whole-time  23,157-60,  23,174-5,  23,406-7 
Work,  attitude  of  Board  of  Inland 
Revenue  . ...  ...  ...  23,455-8 

General  Commissioners  : 

Abolition  not  favoured  ...  22,962-3 

as  Appeal  body  ...  ...  ...  ...  22,962 

Appeals  to  22,956,  23,241,  23,296-7,  23,443-9 
Appointment  and  constitution 
22,941,  22,948-50,  22,966-7,  22,972-5, 

22,978,  23,287-90,  23,364-74,  23,381-98 

Chairman 23,482-6 

Competency  ...  ...  ...  23,433-42 

if  Divisions  consolidated  ...  23,481,  23,488 
Functions  and  proposed  alteration 

22,953-7,  22,965,  22,970,  23,240,  23,246 

Number  22,947 

Retirement  question  ...  ...  23,291-3 


INDEX. 
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Ireland  : 

Collectors 23,321,  23,323-5,  23,333-7 

Surveyors  23,033,  23,317-32 

Land  Tax  Commissioners 

22,942-6,  23,191-2,  23,193,  23,195-200 
Municipalities,  Commissioners  for  23,237-8 

Number  or  letter  assessments  23,014,  23,152 
Re-assessment,  liability  of  parish  23,164-5 

Special  assessments 23,149-51 

Super-tax,  Central  collection  23,463 

Surveyors : 

Functions  and  proposed  increase 

22,956,  22,970,  22,971,  23,016-28,  23,076-7, 
23,080-3,  23,234,  23,237,  23,262-8,  23,275, 
23,350-4,  23,411-8,  23,474,  23,496 
Increased  number  ...  ...  23,511-3 

Surcharge  by  ...  ...  ...  23,501-4 

Birmingham  Corporation  Savings  Bank  : 

Depositors  and  interest,  Hilton  ...  13,020-2 

Evidence  on  behalf  of,  see  Hilton,  J.  P. 

12,987-13,024 

Birth  rate,  proposed  Income  Tax  reform  from 

point  of  view  of,  Darwin  15,780-882 

Bishops : 

certain  Abatements  allowed,  but  insuffi- 
ciency of,  Bishop  of  Bristol  13,270,  13,293-7 
Financial  position,  Bishop  of  Bristol 

13,273,  13,366-78 
Incomes  : Bishop  of  Bristol  13,269,  13,388-98 
Earmarking  of  portion  for  official 
expenses,  question  of  possibility, 

Bishop  of  Bristol  ...  13,300-8 

13,317-9,  13,330-1 

for  Official  purposes,  claim  to  exemp- 
tion, Bishop  of  Bristol  13,270, 

13,279,  13,298-308,  13,330-9,  13,379-81 
Official  Subscriptions  and  Hospitality  : 
Allowance  advocated,  Bishop  of 
Bristol  13,274,  13,275,  13,280, 

13,281,  13,287,  13,340-3,  13,349-50 
Reply  to  claim  re,  Board  of  Inland 
Bevenue  ...  ...  ...  p.  208  (38) 

Repairs,  allowance  : 

One-sixth  inadequacy  of,  and  proposal 
re,  Bishop  of  Bristol  ...  13,272, 

13,275,  13,279,  13,282-4,  13,314-5,  13,344-8, 
13,351-2,  13,357-65,  13,387,  13,400-2 
Proposal,  Board  of  Inland  Bevenue, 

p.  208  (35) 

Residences  : 

Allowance,  proposal  re  increase,  Board 

of  Inland  Bevenue  ...  ...  p.  208  (34) 

Use  of  large  proportion  for  official 
purposes,  and  inadequacy  of  present 
allowances,  and  proposal,  Bishop  of 
Bristol  13,220-9,  13,270-1,  13,275, 

13,279,  13,281,  13,285,  13,295,  13,308-13, 
13,364-5,  13,373-4,  13,385-6,  13,398 

Super-tax  : 

Deduction  from  stipend  by  Ecclesias- 
tical Commissioners  to  repay  pre- 
decessor’s expenditure  on  palace, 
question  of  fairness  of  charge  on 
whole  stipend,  Harrison  26,969-97, 

27,924-318 

Private  incomes  should  be  separated 
from  official,  Bishop  of  Bristol 

13,273,  13,275,  13,286 
Reply  to  evidence,  Board  of  Inland 
Bevenue  ...  ...  ...  p.  208  (37) 

Blackburn,  Lord,  quoted  12,780,  12,805,  18,393 

BLAKEMORE,  FELIX  J.,  F.G.I.,  on  be- 
half of  the  National  Chamber  of  Trade 
(joint  evidence)  ...  ...  ...  19,919-20,020 

Co-operative  Societies,  objections  to 

exemption  of,  19,920—1,  19,984—8,  20,018—9 
Blunden,  G.  H.,  on  assessment  basis,  1905, 

Booty  ...  ...  ...  ...  •••  •••  12,063 

Board  of  Education,  evidence  on  behalf  of, 
see  Bruce,  the  Hon.  W.  N.,  C.B.,  and 
Orange,  Sir  Hugh,  C.B.,  C.I.E.  ...  ...4702-77 


Board  of  Inland  Revenue  : 

as  Administrative  Body,  Bawes,  22,577,  22,586-95 
Appointment  of  Clerks  to  the  Commis- 
sioners by,  advocated,  Campbell  23,863-4 
Appointment  of  Collectors  by,  see  under 
Collectors. 

Central  Committee  comprising  repre- 
sentatives of  Local  Commissioners  and, 
for  considering  reforms,  proposal, 

Hewitt  21,554,  21,744-5 

Criticism,  Ereaut  ...  ...  ...  ...  5010-2 

Dec]  sions  of  : 

Publication  of  principles  advocated, 

Hatton,  24,929,  24,937;  Bintoul 

25,406,  25,432-5 

Right  of  appeal  from,  in  all  cases 
advocated,  Holme  ...  ...  ...  23,897 

Functions  and  duties,  Collins,  270-2, 

353-4;  Hewitt  ...  ...  ...  ...  21,546 

Historical  Notes  : 

Allowance  for  repairs  ...  ...  ...  p.  81 

Assessment  of  married  persons  ...  p.  58-9 
Assessment  of  profits  from  the 

occupation  of  land  ...  ...  p.  81-2 

Assessment  by  reference  to  profits  of 
an  average  of  years  ...  ...  ...  p.  77 

Children  allowances  p.  59-60 

Concerns  charged  in  No.  Ill  of 

Schedule  A p.  78 

Differentiation  ...  ...  ...p.  54-6 

Double  taxation  p.  57-8 

Evasion  p.  75-6 

Graduation  p.  51-4 

Liability  to  Income  Tax  of  concerns 
controlled  in  United  Kingdom  but 
trading  mainly  abroad  ...  p.  73-5 

Life  Assurance  Companies  ...  ...  p.  83 

Life  Insurance  premiums,  allowances  p.  60-1 
Payment  of  Income  Tax  ...  p.  79-80 

Taxation  at  the  source  ...  ...p.  61-2 

Wasting  assets  p.  63-4 

Wear  and  tear,  allowance  ...  ...  p.  64-6 

Year  of  assessment  ...  ...  ...  p.  79 

History  of  the  Income  Tax  p.  1-2 

Memoranda  and  Notes  : 

Assessment  of  married  persons  in 

foreign  and  Dominion  systems  ...  p.  106 
Assessment  of  farmers’  profits  in  the 
Dominions  and  in  foreign  countries 

p.  115 

Assessment  of  Woodlands  and  Sport- 
ing Rights  and  Fishings  ...  p.  146-7 
Breweries,  profits  ...  ...  p.  217-8 

Charge  in  cases  where  rent  paid  in 
respect  of  property  is  in  excess  of 
annual  value  under  Schedule  A.  p.  209 
Charities,  exemption  to  ...  p.  144-5 
Children  allowance  in  British  Do- 
minions and  foreign  States  ...  p.  109-10 
Collection,  estimated  cost  of,  from 

certain  classes  of  taxpayers  ...  p.  84 

Copyrights  p.  194-5 

Deductions,  suggestions  by  witnesses 

p.  199-200 

Dependants’  allowances  p.  84 

Dependent  relatives,  apportionment 

of  relief  p.  210 

Depreciation  allowance  p.  66-70,  p.  200-2 
Differentiation  on  different  kinds  of 
income  in  British  possessions  and 
foreign  countries  ...  ...  p.  108-9 

Distraint  fees  ...  ...  ...  p.  202-3 

Double  Income  Tax,  foreign  ...  p.  195-6 
Dwelling-houses  partly  used  for  trade 

or  profession,  allowance  ...  ...  p.  190 

Existing  Income  Tax  system  ...  p.  3-11 

Friendly  Societies,  exemption  p.  189-90 
Graduation,  extent  of  “ zones  ” p.  186-7 
Graduation  based  on  Super-tax 
method,  probable  practical  work- 
ing ...  ...  ...  •••  p.  218—25 

Graduation  methods  in  British  Do- 
minions and  foreign  countries  p.  106-7 
Haberdashers’  Company,  exemption 
of  certain  real  property  belonging 
to  ...  •••  •••  •••  P*  190— J 
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Board  of  Inland  Revenue— cont. 

Memokanda  and  Notes — cont. 

Liability  of  Government  officials  in 

West  Africa  to  Income  Tax  ...  p.  118 
Married  persons,  unearned  income 

relief  P-  210 

Procedure  re  recovery  of  tax,  Scot- 
land   P-  122 


Property  becoming  empty  during  year 


of  assessment  ... 

...  p.  211 

Property  rented  by  the  Crown 

p.  210-11 

Rates  of  Income  Tax  in  force 

and 

relief  granted  in  respect  of 

wife 

and  children  in  certain  Dominions 

and  foreign  countries 

p.  110-14 

Recovery  of  tax  ... 

...  p.  211 

Reliefs  in  respect  of  new  businesses, 
cessations,  &c.,  examples  of  work- 
ing ...  ...  ...  ...  p.  212-7 


Scotland,  special  features  of  proce- 
dure ...  ...  ...  ...  ...  p.  198 

Special  reliefs  to  meet  war  conditions  p.  187 
Super-tax : 

Computation  of  liability  by 

reference  to  “ net  ” income  p.  191-2 

Depreciation  allowance  ...  p.  66-70 

Liability  of  income  from  settled 
funds  accumulated  for  the 

benefit  of  minors,  &c p.  193 

Return  for,  and  recovery  of  tax 

from  wife p.  192-3 

Superannuation  Funds  of  public 

companies  and  corporations  p.  184-6 

Tenant’s  right  of  deduction  of  In- 
come Tax  from  rent  ...  p.  209-10 
Thrift  Societies  ...  ...  ...  ...  p.  197 

Trade  Associations,  contributions  to  p.  188-9 
“ Unearned  income  ” expression  ...  p.  191 
Unknown  landlord  ...  ...  ...  p.  211 

Observations  on  evidence  re  taxation  of 
clergy  ...  ...  ...  ..v  p.  204—8 

Position  of,  etc.,  as  regards  evidence 
before  Commission,  R.  V.  N.  Hopkins 

4149_74,  4217-21,  4217-25 
Relation  to  Income  Tax  administration, 

Collins  271,  738 

Relations  of  Surveyors  to,  Collins 

355-8,  497-500 

Rule-making  power,  question  of  ad- 
visability, Harrison  ...  25,354-5,  25,377-88 
Statement  of  case  for  opinion  of,  provision 
of  Sec.  147,  Income  Tax  Act,  1918, 
should  be  repealed,  Holme  ...  ...  23,898 

Statistical  tables,  etc.  pp.  12-26,  88-92,  116,  117 
Tables,  Tax  payable  for  year  1913-14  and 
1919-20  under  existing  law  and  on 
various  assumptions  on  income  up  to 
£10  per  week  earned  ...  ...  p.  84—6 

Title,  “ Board  of  Inland  Revenue  ” advo- 
cated in  Act  in  place  of  Commissioners 

of  Inland  Revenue,  Bremner  16,032 

Board  of  Referees : 

Appeal  to,  individual  should  have  right  of, 

R.  B.  Hopkins,  13,085,  13,180-98; 

Garnett,  13,855-68,  13,936-44,  13,981-2; 
Brierley  ...  ...  ...  ...  ...  13,995 

Constitution  p.  67  note 

as  Court  of  Appeal  approved,  W.  Cash  ...  8402-3 

Decisions,  publication  advocated,  Rintoul  25,406 
Functions,  re  depreciation  allowance  p.  66,  67 
Principle  of,  as  alternative  to  Local  Com- 
missioners, proposal,  Aveling  19,917,  19,956-63 
as  Tribunal  in  connection  with  deprecia- 
tion, proposal,  Norton,  8134;  Leather  8134-6 
BODINGTON,  O.  E.,  on  behalf  of  the  British 
Chamber  of  Commerce,  Paris  (Incorporated) 

14,223-319 

Double  Income  Tax,  hardship  to  British 
subjects  living  in  France  and  question 

of  remedy 14,223-318 

BOHN,  H.  A.  GODSON,  Hon.  Treasurer, 
Kensington  Self  Help  Society,  and  Hon. 
Secretary  of  principal  Metropolitan  Thrift 
and  Self-Help  Societies,  etc.  (joint  evidence) 

2170-2327 


BOHN,  H.  A.  GODSON— cont. 

Thrift  and  Self-Help  Societies,  particulars 
re  work  and  claim  to  exemption  from 
Income  Tax  ...  ...  ...  ...  2170-327 

Bolton  Women’s  Service  Society,  resolution  in 
favour  of  separate  taxation  of  husband  and 
wife  2943 

Bonus  Shares,  Super-tax  on  : 

Advocated,  Money  ...  ...  ...  11,041-2 

Effect  on  value  of  shares,  Harrison  14,566-7 

Estimated  gain  by,  Harrison  14,565 

Non-liability  to,  should  be  made  clear, 
Johnston  ...  ...  ...  19,349,  19,351-61 

Objection  to,  S.  E.  Cash  ...  16,085,  16,244-55 

Books,  inspection  of,  see  under  Accounts. 

BOOTY,  E.  L.,  Member  of  Council  of  Char- 
tered Institute  of  Secretaries  of  Joint  Stock 
Companies  and  other  Public  Bodies  12,062-12,163 
Assessment  basis 

12,063,  12,074-87,  12,089,  12,091-104,  12,142 
Buildings,  depreciation  allowance  12,065,  12,111 
Chartered  Institute  of  Secretaries  of 
Joint  Stock  Companies  ...  ...  12,069-71 

Double  Income  Tax  within  the  Empire  ...  12,068 
Income  Tax  year  ...  ...  ...  ...  12,067 

Instalments,  payment  by 

12,064,  12,105-10,  12,158-60 
Plant  and  machinery,  depreciation  allow- 
ance ...  12,065,  12,111-31,  12,143-57 

“ Secretary  or  other  officer  ” 

12,066,  12,132-41,  12,161-3 
Superannuation  Funds  12,068 


Bowles,  Gibson : 

on  Assessment  basis,  1893,  1902,  Board  of 

Inland  Revenue  ...  ...  ...  ...  p.  77 

Wasting  assets,  1910,  Board  of  Inland 
Revenue  p.  64  (10) 

BOWLEY,  ARTHUR  L.,  Sc.D.,  Professor  of 
Statistics  in  the  University  of  London  6601-6718 
Children  allowance  ...  ...  6608,  6619—20,  6654 

Cost  of  living  ...  ...  6622,  6629—32,  6677—9 

Exemption  limit,  consideration  of,  from 
point  of  view  of  minimum  standard  of 
living  and  proposed  amounts  on  1914 
figures,  6601—9,  6612—8,  6621-8, 

6633-48,  6651-3.  6656,  6661-707,  6710-8 

Wife  allowance  6654 


BRABROOK,  Sib  EDWARD,  C.B.,  on  behalf 
of  the  British  Association  for  the  Advance- 
ment of  Science  (joint  evidence)  ...  1469-553 

Ability  to  pay,  skilful  adjustment  ...  1510 

“ Ability  to  live  on  what  is  left  ” ...  1483 

Allowances  1481-2 

Earned  and  unearned  incomes,  abolition 

of  distinction  ...  ...  ...  1485,  1524-33 

Exemption  ...  ...  ...  1480,  1546 

Graduation  1477 

Returns  1538-40 

Salaries,  wages,  Ac.,  proposal  re  de- 
duction of  tax  by  employers  1486-501,  1542 
Super-tax  ...  ...  ...  ...  ...1547-50 

Taxation  at  the  source  ...  ...  1484,  1502-10 


BREMNER,  A.  M.,  Barrister-at-Law,  on 
behalf  of  the  General  Council  of  the  Bar 
of  England  ...  ...  ...  ...  15,883-16,056 

Appeals,  15,900-9,  15914,  15,921-7, 

15,929-37,  15,967-73,  15,997-16,006, 

16,017-22,  16,053-5 
Assessment  basis,  15,896,  15,954-66,  15,975-6 
Commissioners  of  Inland  Revenue,  title  16,032 

Deduction  of  tax  16,032 

Evasion  and  fraud.  ...  ...  ...  16,028 

General  Commissioners  ...  15,921,  16,015-6 

Income  Tax  Act,  1918,  criticism  of,  and 
need  for  new  Act  15,883-95,  15,9i0, 

15,938-53,  15,986,  15,990-2,  16,026-32 
“ Profits  or  Gains  ”...  ...  15,887,  15,940-7 

Repayments  U,  910-3,  16,008-14,  16,033-49 

49 

Returns,  forms  ...  ...  ...  15,950-3 

Schedules  ...  ...  ...  ...15,890,  15,895 
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BREMNER,  A.  M. — cont. 

Special  Commissioners  15,921-3 

Super-tax  assessment  15,897,  15,977-85, 

16,023-4 

Surveyors,  instructions  to  ...  15,995-6 

Taxation  at  source 15,898 

Breweries,  Brewers’  deductions  in  respect  of 
rental  value  of  tied  house  less  than 
Schedule  A value,  Harrison,  26,998;  Board 
of  Inland  Revenue  p.  217-8 

BRIERLEY,  WALLACE,  on  behalf  of  the 
Federation  of  Master  Cotton  Spinners’ 
Associations,  Ltd.  (joint  evidence)  ...  13,825-997 

Assessors  13,829 

Board  of  Referees,  appeal  to,  by  indi- 
vidual trader  13,995 

Buildings,  depreciation  allowance  ...  13,825 
Cotton  mills,  base  stock  principle  of 
valuing  stock  in  process  13,828,  13,983-4 

Plant  and  machinery,  depreciation  allow- 
ance ...  ...  ...  ...  ...  13,826 

Brighton  and  Hove  Women’s  Enfranchise- 
ment Society,  resolution  passed  in  favour 
of  separate  taxation  of  married  persons...  2944 

BRISTOL,  the  Rt.  Rev.  GEORGE  NICK- 
SON,  D.D.,  Bishop  of,  evidence  on  finan- 
cial position  of  Bishops  and  claim  to 

relief  13,269-404 

Bristol  Women’s  Service  Society,  resolution 
in  favour  of  separate  taxation  of  husband 
and  wife  ...  ...  ...  ...  ...  2943 

British  and  Argentine  Meat  Company, 

Ltd.,  Chairman,  see  Young,  Sidney  11,861-983 
British  Association  for  the  Advancement 
of  Science,  evidence  on  behalf  of,  see 
Allen,  J.  E.,  and  Brabrook,  Sir  Edward, 

C.B 1469-553 

British  Chamber  of  Commerce,  Paris  (Incor- 
porated), evidence  on  behalf  of,  see 
Bodington,  0.  E.  ...  ...  ...  14,223—319 

British  Columbia : 

no  Children  allowance  ...  ...  ...  p.  110 

Double  Income  Tax  provisions,  Harrison  6342-3 

Graduation  p.  107  (10) 

Scope  of  Income  Tax,  Harrison 6302 

Wasting  assets,  system,  Hook  ...  ...  9938 

British  Companies  Abroad : 

See  also  Control. 

Advantages  to  country  and  danger  of 

high  Income  Tax,  Williamson 7411-4 

Deduction  for  annual  value  of  premises 

abroad,  position  re,  W.  Cash  ...  ...  8282 

Dividends,  &c.,  payable  in  U.K., 
position  re,  need  for  legislation  to 
secure  deduction  of  tax  from,  and  pro- 
posed Clause,  Harrison  14,459-66 

non-Formation  of,  and  reluctance  of 
foreigners  to  take  shares  owing  to  In- 
come Tax,  Williamson  7413—4,  7435-9,  7495 
Inducement  to  location  of  direction  in 

London,  importance  of,  Williamson  ...  7553-5 

British  Company,  Shareholders  Abroad  : 

Deduction  of  tax  before  payment  of 

dividend,  proposal,  Howe  13,452,  13,648-60 
Deductions  to,  at  maximum  rate  and 
possibility  of  claiming  return,  advo- 
cated, Martin  ...  5808,  5847,  5881—7,  6134—8 
Evasion  of  Super-tax  and  proposed 
remedy,  Howe,  13,449-53,  13,648-60; 

Harrison  ...  ...  ...  ...  14,398-405 

Exemption  : 

Advocated,  Budd  ...  23,875,  23,915-9 

Question,  Williamson  ...  ...  ...  762.) 

Relief,  questions  to  be  considered,  Mait- 
land ...  ...  ...  •••  28,015—8 

Taxation  of,  removal  of  control  and 
management  abroad  as  result  of,  Brdd 

23,874-5,  23,912-4 


British  Dyestuffs  Corporation,  Ltd.,  capital 
outlay,  allowance  advocated,  Norton 

7702-4,  8094-103 

British  Government  Securities,  position  re 

taxation  at  the  source p.  62  (5)  (10)  (1 1) 

British  Imperial  Council  of  Commerce, 
movement  against  Double  Income  Tax  with- 
in the  Empire  supported  by,  Sir  F.  Young 

767,  783 

British  Lead  and  Zinc  Mine  Owners’ 
Association,  evidence  on  behalf  of,  see 
Louis,  Henry,  M.A.,  D.Sc.,  &c.  ...  8637-78 

British  Medical  Association  : 

Evidence  on  behalf  of,  see  Haslip,  Dr. 

G.  E.  ...  16.439-542 

Membership,  Haslip . 16,445 

British  West  Africa.  Government  Officials  : 

Income  Tax : 

Assessment  on  full  income,  when 
arriving  on  leave  in  England,  and 

hardship  of,  Purcell  5101-69 

no  Claim  made  for  over  70  years, 
until  1913-14,  Purcell  5098-100,  5103 

Liability  to,  Board  of  Inland  Re- 
venue memorandum  ...  ...  ...  p.  Ii8 

no  Pension  for  widow  or  orphans,  Purcell  5108 
Wife  with  income  of  about  £300,  case  of 
hardship,  Purcell  5110—2,  5120,  5133—5,  5140— j 


Brougham,  Lord : 

on  Differentiation,  1842,  Board  of  Inland 

Revenue  p.  54  (4) 

on  Graduation,  1833,  Board  of  Inland 
Revenue  ...  ...  ...  ...  p.  51  (4) 


BROWN,  STANLEY,  on  behalf  of  the 
National  Association  of  Assessors  and  Col- 
lectors of  Government  Taxes  (joint  evidence) 

22,188-22,399 

Assessment  basis  22,384 

Assessors  and  Collectors  : 

Accounting  ...  ...  ...  22,209—11 

Appointment 

22,188-9,  22,212-20,  22,230,  22,234 
Attachment  of  one  or  more  Collectors 


to  Inland  Revenue,  proposal 

22,239,  22,305-8,  22,378-9 
Duties  and  powers,  22,199-207,  22,224, 

22,227-30,  22,233,  22,299,  22,304 
Local  knowledge  ...  ...  22,301-3 

Salary  22,192-3,  22,222,  22,237-8, 

2,297,  22,318,  22,324-6,  22,385-90 


Security  and  secrecy 
Status  and  position 
Units  of  area 
Whole-time 
Income  Tax  year 
Recovery 


. 22,190,  22,221 
22,195-8,  22,212-33 
22,194,  22,225-6 

22,233 

22,380,  22,384 
22,241-2 


Brown,  S.,  on  Terminable  Annuities  1851-2,  p.  71  (3) 


BRUCE,  the  Hon.  W.  N.,  C.B.,  on  behalf 
of  the  Board  of  Education  (joint  evidence) 

4702-77 

Children  allowance,  proposed  scale  up  to 

25  years  of  age  4715-27,  4744-7 

Bi-yce,  Annan,  on  taxing  of  concern  in 
England  mailing  profits  abroad  1915,  p.  75  (13) 


BUCKERIDGE,  CLEMENT,  Secretary  of 
the  Kensington  Self  Help  Society  (joint 
evidence)  ...  ...  ...  2170—2327 

Thrift  and  Self-Help  Societies,  particu- 
lars re,  and  claim  to  exemption  from 
Income  Tax  2197,  2234,  2257,  2262-4, 

2265,  2310-5 

Buckmaster,  Lord,  quoted,  Wherry  20,028,  20,037 


BUDD,  JOHN  W.,  on  behalf  of  the  Law 

Society  (joint  evidence)  ...  ...  23,870-24,171 

Agency  23,876,  23,878-80,  23,920,  23,924, 

23,932-47,  24,158-60,  24,163-6 

Appeals  23,873,  23,904-11 

Assessment  of  married  persons  23,888,  24,132—3 
Assessors  ...  ...  23,980—6,  23,992,  23,994 

Clerks  to  the  Commissioners  23,872 

Companies  in  U.K.,  non-resident  share- 
holders ...  •••  •••  23,874—5,  23,912—9 
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ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


BUDD,  JOHN  W.—cont. 

Control  

Differentiation 
Export  trade 
Nitrates 
Non-residents 
Subsidiary  companies 
Surveyors 
Trade  expenses 
Trading  profits 


23,882,  24,135-55 

23,887,  23,957-64,  24,106-25 

23,875,  24,168-71 

23,884,  23,949-56 

23,874-81,  23,912-9 
23,886,  24,041-2 

23,871 

23,883,  24,039-67 
. 23,883,  24,039-67 

Building  Societies,  assessment,  Hovil,  16,555; 
Furtado 27,432-3 


Buildings : 

See  also  Land  and  Property. 

Assessment,  variations  in  practice, 

R.  B.  Hopkins  ...  ...  ...  ...  13,051 

Depreciation  Allowance  : 

1918,  Board  of  Inland  Revenue  p.  64  (14) 
Advocated  by  percentage  on  original 
cost,  Quin  ...  ...  ...  ...  24,332 

Appeal  to  permanent  tribunal,  pro- 
posal, Dawson  17,197 

Assumed  life,  50  years  should  be 

maximum,  Booty  ...  ...  12,065,  12,111 

Board  of  Inland  Revenue,  memoran- 
dum ...  ...  ...  ...  ...  p.  68 

Conference  between  Committee  of 
Associated  Chambers  of  Commerce 
and  Chairman  of  Inland  Revenue 
Board,  1913,  Norton,  7693; 

Leather  7705 

Cost  of  replacement  would  be  ap- 
proved, but  not  the  best  method. 

Muspratt  16,109-26 

Depreciation  fund  or  sinking  fund 
in  assets,  allowance  should  be 

granted,  Norton  ...  ...  ...  8073-6 

Deputation  from  the  Association  of 
British  Chambers  of  Commerce  to 
the  Board  of  Inland  Revenue. 
November  1913,  extract  from 
report  of  proceedings,  Norton  p.  119-21 
Extension  to  all  trade  and  business 
premises : 

Advocated,  Martin,  5816 ; 

Norton,  7695-6,  8045,  8053-72; 
Leather,  7705 ; Rayner,  8839, 

8903-9;  Thompson,  18,331, 
18,342-3,  18,355-8 ; Johnston, 

19,343,  19,392-3;  Steel,  20,537, 
20,593-607;  Rintoul,  25,402,  25,245-6 
not  Advocated,  Board  of  Inland 

Revenue  p.  201-2 

Extra,  during  war,  R.  B.  Hopkins  13,066-70 
Extra,  owing  to  existing  high  values 

advocated,  Johnston  19,344 

in  Foreign  and  Colonial  systems, 

Hook  9933 

for  Foundations,  advocated  in  certain 
cases,  R.  B.  Hopkins,  13,036, 

13,061;  Muspratt,  Biggart,  16,064; 

Rintoul,  25,402 
no  Justification  for,  Hook  ...  10,078-97 

Mills  or  engineering  shops,  out  of 

date  in  30  years,  Norton  8063-7 

One-sixth  of  annual  value : 

Inadequacy  of,  Martin,  5816, 

5851;  Norton,  7698,  8053-8, 

8112-7;  Leather,  7705;  R.  B. 
Hopkins,  13,035,  13,061,  13,088; 
Federation  of  Master  Cotton 
Spinners’  Associations,  Ltd., 

13,825;  Garnett,  13,833,  13,961- 
4;  Muspratt,  Biggart 

16,063,  16,104,  16,191-5 
Time  taken  to  write  off  £12,000, 
Norton,  8055,  8152—3;  Leather, 

8150-1,  8153-7 

2}  per  cent,  per  annum,  based  on  cost 
price  and  calculated  on  yearly 
diminishing  value  advocated, 
Federation  of  Master  Cotton 
Spinners’  Association,  Ltd.,  13,825; 
Garnett  ...  13,834-h4 


Buildings— cont. 

Obsolescence  allowance  : 

Advocated,  Federation  of  Master 
Cotton  Spinners’  Associations,  Ltd., 

13,825;  Garnett  13,845-6 

Irrespective  of  replacement : 

Advocated,  Norton  ...  7699,  8077-8 
not  Advocated,  Board  of  Inland 
Revenue  ...  ...  ...  ...  p.200 

Rate  of  not  less  than  2£  per  cent, 
on  diminishing  value : 

Advocated,  Norton  ...  8059-109 

Criticism  of  proposal,  Board  of 

Inland  Revenue p.  202  (21) 

should  Vary  according  to  industry, 
and  be  fixed  by  Surveyor  with 
appeal  to  Special  Commissioners 
and  Board  of  Referees,  Muspratt 

16,105-8,  16,126-44 

Bull,  Sir  W.,  and  assessment  of  married 

persons,  1906,  Board  of  Inland  Revenue  p.  58  (7) 

Burden  of  Tax : 

special  Hardship  on  middle  classes,  Pro- 
fessional Workers’  Federation,  12,240-2 ; 
Wolstenholme,  12,252-5,  12,325-6;  Nor- 
man   12,327-9,  12,356-7 

Heavier  on  classes  with  poorer  incomes, 

Spry,  2809-11,  2828;  R.  V.  N.  Hopkins, 

3997;  G.  R.  Carter  2a, 153,  20,155 

Heavier  on  those  with  heaviest  respon- 
sibilities, etc.,  Hughes  4548 

specially  Heavy  on  medium  incomes,  and 
more  so  than  abroad,  R.  V.  N.  Hop- 
kins   4074,  4225 

on  Incomes  of  various  sizes,  question  of, 

R.  V.  N.  Hopkins  ...  ...  ...  ...  4084-7 

Burnley  S.E.C.,  resolution  in  favour  of 
separate  taxation  of  married  persons  ...  2943 

“ Business,”  introduction  of  word  into  rules 
of  charge  under  Schedule  D. : 

Opinion  on,  B.  Cox 26,619 

Proposal,  Bremner 15,890 


CAHILL,  MICHAEL  FREDERICK,  on 
behalf  of  the  United  Kingdom  Associa- 
tion of  Multiple  Shop  Proprietors,  the  Home 
and  Foreign  Produce  Exchange,  Ltd.,  and 
the  Retail  Distributors’  Association  17,924-8329 
Co-operative  Societies,  position  of,  and 
claims  to  repeal  of  exemption  ...  17,924-18,329 
Cairns,  Earl,  construction  of  Taxing  Acts, 

1896,  Ereaut  4817 

Cambridge  Women’s  Service  Society,  resolu- 
tion protesting  against  joint  taxation  of 
husband  and  wife  2943 


CAMPBELL,  ATHOL,  and  W.  LEONARD 
STAINES,  on  behalf  of  the  Central  Associa- 
tion of  Accountants  (joint  evidence)  23,797-868 

Accounts,  keeping  of,  ...  23,806-7,  23  840-56 
Additional  Commissioners,  23,797-8, 

23,810-2,  23,822-7,  23,851-2 
Appeals,  23,798-9,  23,803,  23,810-2, 

23,829-39,  23,851-2 

Assessment  basis  23,805 

Assessors  23,802,  23,857-9 

Central  Association  of  Accountants  23,813-21 
Clerks  to  Commissioners,  23,801,  23,853,  23,863-8 

Collectors  23,804,  23,860-2 

Employers,  return  of  payments  for 


services  rendered  ... 
Evasion 

General  Commissioners 
Losses,  carrying  forward  ... 

Partners  

Special  Commissioners 
Subsidiary  companies 
Super-tax  assessment 
Surveyors  23,797,  23 

Wasting  assets 


23,807 

23,806,  23,807 
23,798-9 
...23,805,  23,808 

23,805 

23,800 

23,808 

23,800 

,800,  23,802, 
23,822-7,  23,857-9 
23,808 
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Canada,  Income  Tax : 

Children  allowances,  Board  of  Inland  Re- 
venue ...  ...  ...  ...  ...  p.  109 

Double  Income  Tax  provisions,  Harrison 

6342-3,  6345 

Graduation,  and  comparison  with  United 
Kingdom,  etc.,  R.  V.  N.  Hopkins,  4080, 

4452-6;  Board  of  Inland  Revenue, 

pp.  95,  100,  107  (13) 

Life  Assurance  offices,  position,  Hovil, 

16,686-8;  Furtado  ...  27,372,27,862 

Rates  of  tax,  Board  of  Inland  Revenue, 

pp.  110,  111,  132 

Reliefs  in  respect  of  wife  and  children, 

Board  of  Inlind  Revenue  pp.  110,  133,  114 

Scope  of,  Harrison 6302 

Super-tax  evasion,  prevention,  Harrison  14,340 

System,  Sir  F.  Young,  785;  R.  V.  N. 

Hopkins  ...  ...  ..  ...  ...  p.  100 

for  War  purposes,  Sir  F.  Young  ...  ...  785 

Wasting  assets,  system,  Hook  ...  ...  9938 

Cane,  E.,  on  Allowances  for  depreciation  of 
machinery  ...  ...  ...  1851-2,  p.  64-5  (2) 

Capital : 

British  : 

Foreign  holdings,  extent  of,  before 

the  war,  Board  of  Inland  Revenue  p.  88 
Investment  in  Colonies,  Sir  F.  Young  822-8 
Expenses  of  raising  or  borrowing  money, 
allowance  advocated,  Iiintoul  25,403,  25,492-3 
Foreign,  in  England,  see  that  title. 

Risk  of  leaving  country,  Currie,  7692, 

7829,  7918-20;  W.  Cash 8612-7 

Capital  Expenditure : 

11011-Allowance  for  Budd  24,048  -61 

Allowances,  not  advocated,  Board  of  In- 
land Revenue  ....  ...  ...  p.  19 -J  (3) 

Capital  investments,  suggested  annual  re- 
turn of,  Webb  6889,  6890 


Capital  Levy : 

Comparison  with  Income  Tax,  Edgeworth  11,793 
Considered  by  Committee  of  1851, 

It.  V.  N.  Hopkins  ...  ...  ...  45,  p.  1 (8) 

Mr.  Bonar  Law  quoted  on,  Shirkie  ...  9275 

Proposal,  Money,  10,539-40,  10,601, 

10,621-7,  10,909-32,  10,982-90 


CARTER,  GEORGE  R.,  M.A.,  on  behalf  of 

the  Labour  Party  20,138-304 

Position  as  witness  ...  20,171-83,  20,283-4 
Abatement  limit,  20,140,  20,153;  Allow- 
ances   20,139 

Assessment  ...  ...  20,138-9,  20,143,  20,167 

Burden  of  tax  ...  ...  ...20,153,  20,155 

Children,  wife,  housekeeper  and  depen d- 
dants’  allowances  ...  20,140,  20,148,  20,184—93 
Differentiation,  20,149,  20,153,  20,155, 

20,164,  20,194-5 

Direct  v.  indirect  taxation,  20,196-203, 

20,257,  20,271-2,  20,287 
Efficiency  bonuses,  etc.,  20,165,  20,217- 

25,  20,289-91 

Employers,  deduction  by  ...  20,170,  20,264-8 

Exemption  limit,  20,140,  20,153,  20,159, 

20,184-204,  20,229-61,  20,286-7 
Expenses  necessarily  and  exclusively  in- 
curred for  the  purposes  of  employment 

20,145,  20,166 

Franchise 

Graduation,  20,141,  20,153, 


Individual  cases  of  hardship 

Industrial  unrest  

Instalments,  quarterly 
Large  incomes,  20,205-7, 


...20,270-8 
20,154-5, 
20,208-16,  20,287 

20,161 

20,303 

20,170 

20,211-6, 

20,225-8,  20,295-300 

Life  Insurance  allowance 20,146 

Married  persons,  assessment  of  20,142 

Non-payment  of  tax  ...  ...  ...  ...  20,170 

Overtime  ...  ...  ...  20,165,  20,217—25 

Productive  effort,  effect  of  taxation  20,218-25 
Quarterly  assessment,  20,150-1,  20,157-60, 

20,162-3,  20,168,  20,262 
Quarterly  payment 20,262-3 


CARTER,  GEORGE  R. — cont. 

Rate  of  tax,  20,154,  20,209-16,  20,279-82 

Rise  in  prices  and  wages,  20,243-53,  20,292-3 

Savings  20,164 

Sick,  accident  and  provident  contribu- 


tions 

Tools,  etc.,  allowance 
Travelling  expenses  ... 
Trade  Union  contributions 
War  bonuses  ... 

Workers’  organisations 


20,139,  20,144 
..20,145,  20,166 
..20,145,  20,301 

20,147 

20,159 

20,151 


CARTER,  ROGER  N.,  F.C.A.,  Author  of 
“ Murray  and  Carter’s  Guide  to  Income 

Tax  Practice  ” 3132-496 

Allowances,  irrespective  of  income  ...  3142 

Assessment  basis,  three  years’  average, 
current  year,  or  preceding  year,  etc. 

3136,  3161-73,  3245-52,  3282-93, 

3297-304,  3351-9 
Complications  of  tax  ...  3132-4,  3480-1 

Deductions  and  wasting  assets,  ...  3147 

3229-36,  3274;  334o,  3411-3,  3427-31,  3455-63 
Differentiation  ...  ...  ...  ...  3140 

Exemption  and  abatement  limits  ...  ...  3141-2 

Form  of  return  ...  3147,  3221-8,  3346-50 

“ Free  of  Income  Tax,”  3135,  3155-60, 

3237-44,  3275-81 
Giving  of  advice,  information,  etc.  ...  3482-5 
Graduation  ...  ...  ...  ...  3140,  3142 

Life  Insurance  and  financial  companies, 
taxing  of,  and  proposal  3133,  3145, 

3205-6,  3384-405,  3448-54 
Married  persons,  position  and  separate 
assessment  not  advocated,  3139,  3196-9, 

3435-44 

“ One  man  one  charge  ” ...  3137,  3174-86 

Partners,  separate  assessment  advocated 
3138,  3190-3,  3253-6,  3305-11,  3446-7, 

3467-74 

Relief  : 

not  Allowed  in  assessment  3187—9,  3493-6 

Claims,  unearned  income  of  previous 

year  might  be  used 3143,  3204 

Schedule  A : 

Allowances  other  than  repairs  3331-40 

Production  of  receipt  by  tenant  3147, 

3213-5,  3341-4 

Repairs  allowance  under  3147,  3216-9, 

3270-3,  3488-92,  3425-6 
Schedule  E,  abolition  proposed  3147, 

3263-9,  3312-3 

Speculation  profits  ...  3144,  3257-62,  3432-4 

Super-tax  3318-30,  3360-83,  3464-5 

Taxation  at  the  source  3146,  3208,  3209-12 
Wife  and  children  and  dependants’ 

allowances  ...  ...  ...  ...  ...  3141 


CASH,  S.  E.,  on  behalf  of  the  Federation  of 

British  Industries  (joint  evidence)  16,075-256 

Additional  Commissioners  16,077,  16,229-32 
Agent  for  foreign  trader  ...  ...  ...  16,082 

Appeals  ...  ...  ...  ...  ...  16,079 

Assessment  basis,  16,077,  16,078,  16,080, 

16,229-32,  16,233,  16,235-43 
16,077 


Bonus  shares  ... 

Deductions 
Double  Income  Tax 
Housing 
Taxpayers,  information  to 


16,085, 


16,244-55 
16,080-1 
...  16,084 
...  16.081 
...  16,083 


CASH,  WILLIAM,  F.C.A.,  on  behalf  of  the 
Institute  of  Chartered  Accountants 

8277-8636,  p.  123 

Accounts  8291,  8411-6,  8517-8 

Appeals  8280,  8320,  8334,  8459-62 

Assessment  8279,  8281,  8291,  8301, 

8315-8,  8333,  8336-9,  8350-1,  8463-6,  8490 
8571-4,  8629-33 

Assessors  ...  ...  ...  ...  8280.  8319 

Bonus  shares,  8282,  8340-8,  8372-91, 

8424-38.  8599-600 

British  companies  abroad  8282 

Children  allowance 8290 

Colonial  and  Indian  Income  Tax  ...  8288 

Co-operative  Societies  ...  ...  8291,  8530-52 
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CASH,  WILLIAM — cont. 


Depreciation  allowances  8283,  8392-5, 
8397-403,  8404-8,  8472-4,  8477,  8482,  8634-5 

Earned  and  unearned  income  8291 

Evasion  8282,  8340-8,  8424-38,  8466-91, 

8467-71,  8494-6,  8599-606 

Farmers  8519-20 

Fixtures  and  fittings  8480-1 

Foreign  capital  in  England  8489,  8607-11 

“ Free  of  tax,”  dividends,  fees,  etc.  8284, 

8509-10,  8622-8 

General  Commissioners  8417-23 


Graduation  8289,  8295-314, 

High  rates,  results 
Law  charges  ... 

Life  Assurance  offices 


8556-60, 
8588-94,  p.  123 
...  8282,  8612-7 

8455-6 

8491-3 


Married  persons,  assessment  of  8291,  8353, 

8530-52,  8561-6 

Non-residents  with  agents  in  England 

8282,  8443-5,  8467-71 

Overdue  payments  ...  8285 

Partners  8291,  8349 

Prepayment  8285 

Private  limited  companies  8282,  8367-71,  8601-6 

Reliefs  8291 

Repairs  allowance  ...  ...  ...  8287,  8409-11 

Repayments  8291 

Revision  and  repayment 8291 

Schedule  C 8287 

Schedule  E 8487 

Simplification  of  tax 8278,  8301-4 

Speculation,  profits  from 8286 

Stock  certificates  8291,  8354-66,  8486-8,  8595-8 

Super-tax  ...  8280,  8282,  8323-32,  8368-71 

Surveyors  8279-80,  8291,  8305-7,  8319,  8323-31, 

8522-9 

Taxation  at  the  source  ...  ...  ...  8289 

Trade  subscriptions  ...  ...  8446-54,  8576-87 

Wage-earners,  weekly  deduction  of  tax  by 

employers  8284-5,  8483-5,  8494-516 

Year  of  assessment  ...  ...  ...  ...  8490 


Casual  Profits,  Taxation : 

See  also  Speculation. 

Accretions  arising  from  realization  of 
investments  not  advocated,  Furtado,  25,516-7 
Advocated,  and  question  of  method,  Webb, 

6889,  6997-7001;  Mackie,  24,793  (15), 

24,805,  24,863-77 

Difficulty,  Towle,  21,337-40;  Furtado, 

25,507-8,  25,587-9 
Draft  clause,  Furtado  ...  25,545,  25,564-6 

Escape  from,  owing  to  difficulty  of  proving 
liability  under  Schedule  D,  Furtado, 

25,498-503 

of  more  Important  classes  of  transactions 
entered  into  for  purpose  of  profit, 
desirable,  Furtado,  25,509-12,  25,517, 

25,547-8,  25,575,  25,593-9 
in  Joint  adventures,  person  in  receipt  of 
profits  should  be  responsible,  Furtado...  25,533 
Losses,  question  of  allowing  for,  and  pro- 
posal, Furtado,  25,526-33,  25,549-51, 

25,575,  25,582-3 

Proposals  by  witnesses,  Furtado...  25,504-5 
Question  emphasized  during  war,  Fur- 
tado ...  ...  ...  ...  25,584—8 

in  Respect  of  services,  proposal,  Furtado, 

25,518-23 

as  Result  of  contract  of  indemnity  where 
allowance  falls  to  be  made  to  pur- 
chaser for  exhaustion  of  capital  out- 
lay, difficulty  and  proposal,  Furtado, 

25,534-8,  25,546 

from  Sale  of  assets  where  allowance  falls 
to  be  made  to  purchaser  in  respect  of 
exhaustion  of  capital  outlay,  difficulty, 

Furtado  ...  25,539-43,  25,546 

Share  transactions,  escape  and  proposal, 

Franklin  25,611  58 

Special  body  for  dealing  with,  proposal, 
Furtado,  25,513-5,  25,552-63,  25,567- 

76,  25,593 

Underwriting  difficulty.  Furtado,  25,590-3 


Cemeteries  and  Crematoria : 

Expenditui’e  in  laying  out  grounds,  »&c., 
allowance  advocated,  Rintoul  ...  ...  25,402 

Land,  claim  to  certain  relief  on  account 

of  cost,  Littler  12,174-80,  12,190-7 

Provision  of  columbaria,  claim  to  allow- 
ances in  respect  of  cost,  Piggott,  12,167, 

12,182-4 

Repairs  to  furnaces,  allowance  advo- 
cated, Piggott  12,167,  12,199-205 

Sums  received  for  sale  of  grave  spaces 
should  not  be  regarded  as  income  in 
arriving  at  assessable  profits  of,  In- 
stitute of  Municipal  Treasurers  and 

Accountants  11,287,  11,296  (j) 

Central  Association  of  Accountants  : 

Evidence  on  behalf  of,  see  Campbell, 

Athol,  and  Staines,  W.  Leonard  23,797-868 
Nature  of  membership,  &c.,  Campbell, 

23,813-21 

Central  Board  of  Finance  of  the  Church  of 
England,  evidence  on  behalf  of,  see  Par- 
tridge, the  Rev.  Canon  Frank  ...  14,826-918 

Central  Landowners’  Association,  evidence  on 
behalf  of,  see  Wood,  Leslie  S.,  and  Havi- 

land,  W.  A 22,400-550 

Cessation  of  Trade,  &c. : 

See  also  under  Reliefs. 

Adjustment  of  assessment,  by  Special 
Commissioners,  proposal,  Howe  13,439-40 

Relief,  position  re,  and  proposal, 

Harrison  15,141-3,  15,181 

Change  of  ownership,  position  re  relief  and 

proposal,  Harrison  15,144,  15,181,  15,556-9 

CHANNELL,  Mr.  Justice: 

Quoted,  Arbuthnot 20,109 

Quoted,  Bremner: 

Assessment  basis  15,915 

Decision  in  Attorney  General  v. 

London  County  Council,  Institute 
of  Municipal  Treasurers  and 

Accountants  11,287 

Earned  and  Unearned  income  ...  15,915 
Land  and  property  tax,  and  allowance 

for  repairs  15,915 

Super-tax  ...  ...  ...  ...  15,915 

Channel  Islands,  special  treatment  to  resi- 
dents in,  should  be  withdrawn,  Parsons 

1557,  1673-5 

Charge  Duplicates : 

Functions  of  Clerk  to  the  Commissioners 

in  connection  with,  Binns  23,011 

Sealing  of,  not  considered  essential, 

Binns  23.399-400 


Charitable  and  Religious  Contributions,  Allowance: 

Extension  : 

Advocated,  Johnston  ...  19,338,  19,373-5 

not  Advocated,  Board  of  Inland 

Revenue  p.  199  (8) 

Criticism,  Singer,  5185-90,  5237-40, 

5304-9,  5371-4 

U.S.A.  Act,  1918,  G.  M.  E.  Jones,  5210, 

5218;  Singer,  5185-90,  5304-9,  5373-4 

“ Charitable  purposes  ” interpretation  ques- 
tion, Pool,  12,807,  12,973-4,  12,980; 

Price,  17,167-89;  Harrison,  26,893-4; 

Collins,  26,896-900;  Board  of  Inland 
lievenue  ...  ...  ...  ...  ...  ...  p.  144 

Charities,  claim  to  repayment,  verification  by 
affidavit,  Board  of  Inland  Revenue  p.  145  (21) 


Charities  and  Charitable  Institutions,  Exemption 

Colleges,  universities  and  public  schools, 
exclusion  proposed  by  Board  of  Inland 
Revenue,  Harrison,  26,902-3;  Collins,  26,904 
Cost  of,  Board  of  Inland  Revenue, 

p.  144  (13);  Collins  26,901 

Farming  and  other  trading  operations, 
claim  to  exemption  of  profits  from  tax, 

Price  ...17,138,  17,161-4,  17,174-8,  17,18c 
Land  in  occupation,  exemption  from 
tax  on  annual  value  advocated,  T.  H. 

Hall,  22,832,  22,855-7,  22,886-92, 

22,900-2;  Clift,  22,894-8;  Collins  ...  26,837 


INDEX. 
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Charities  and  Charitable  Institutions,  Exemption 

of — cont. 

Lands  and  buildings  occupied  by,  ex- 
emption from  property  and  income 
tax  claimed,  Price  ...  17,135-60,  17,189 

Memorandum  by  Board  cf  Inland  Revenue 

p.  144-5 

Position  re,  Price.  17,135-7,  17,165—7 ; 

Board  of  Inland  Revenue  ...  ...  p.  144 

Religious  bodies,  &c.,  exclusion  proposed 

by  Board  of  Inland  Revenue,  Collins  26,904-8 
Repayments,  numbers  and  amounts, 

1901-02  to  1918-19,  R.  V.  N.  Hopkins  p.  24 
Restrictions,  considerations  re,  Board  of 
Inland  Revenue  ...  ...  ...  ...  p.  145 

Statistics,  1901-02  to  1918-19,  R.  V.  N. 
Hopkins  ...  ...  ...  ...  ...  p.  18 

Charity  Organisation  Society,  evidence  on 
behalf  of,  see  Price,  E.  C.  ...  ...  17,135-89 

Chartered  Accountants  of  Scotland  : 

Evidence  on  behalf  of,  see  Rintoul, 

Peter  25,391-496 

Societies,  membership,  &c.,  Rintoul  ...  25,393-5 

Chartered  Institute  of  Secretaries  of  Joint  Stock 

Companies  and  other  Public  Bodies  : 

Evidence  on  behalf  of,  see  Booty,  E.  L. 

12,062-12,163 

Object  of,  Booty  12,069-7! 

Cheltenham  Women’s  Service  Society,  resolu- 
tion in  favour  of  separate  taxation  of  hus- 
band and  wife 2943 

Children  Allowance : 

not  Advocated  in  case  of  child  having  in- 
come, R.N.  Carter,  3141 ; W.  Cash,  8290 ; 

Cholmeley  8799-808,  8814 

Age  Limit  : 

14-16,  question  of,  if  child  earning, 

Cholmeley  8797-8 

over  16  if  receiving  full-time  educa- 
tion, advocated,  Phillips,  3501, 

3540-3;  Cholmeley,  8785,  8787; 

Quin  24,327 

18: 

Advocated,  Wolstenholme  12,301-4 

Advocated,  in  case  of  single- 
earned  incomes,  Gordon 

1242  (5),  1254,  1335-41,  1368-75 
Advocated  when  child  compul- 
sorily educated  to  that  age, 

Crook  ...  5730  (b),  5742,  5772-4 

might  be  Applied  in  direct  rela- 
tion to  provisions  of  Education 

Act,  Gordon  1374-5,  1460 

where  Full-time  education 
received,  might  be  desirable, 
and  estimated  cost,  R.  V.  N. 
Hopkins  ...  ...  ...  ...  3995 

only  on  Proof  of  expenditure,  not 

proposed,  Gordon  1459-61 

25: 

if  Education  continued  and 
children  being  maintained  out 
of  taxed  income  advocated, 

Webb  ...  6885,  6966-78,  7058-64 

Full-time  attendance  should  be 
proved,  but  not  amount  spent, 

Orange  4762-5 

might  be  Modified  where  inde- 
pendent income,  Orange  ...4759-61 

Increase  for  children  attending 
school  advocated,  Orange, 

4702-4,  4710,  4766-74 

Amount  : 

£20  up  to  14,  and  £25  up  to  18,  so 
long  as  under  instruction,  pro- 
posed, on  1914  prices,  Bowley 

6608,  6619-20 

£25,  increase  to,  owing  to  action  of 
S.  Wales  miners,  Edwards 2346-7 


Children  Allowance  — cont . 

Amount — cont. 

£30: 

Increase  to,  proposed,  and 
example  of  results,  R.  V.  N. 

Hopkins 3984-6,  3993,  4073 

Tax  payable  on  earned  incomes 
up  to  £10  per  week,  1913-4, 
and  1919-20  under  increased 
allowance  (and  where  wife 

allowance  also)  p.  86 

£40  advocated,  Phillips,  3501,  3544-5; 

Walker,  Lyon  ...  18,934,  18,965-72 

£40  for  first  and  £25  for  others, 
approved  as  minimum,  G.  R. 

Carter  20,191-3 

£50: 

Advocated,  Shirkie,  9145;  Quin  24,327 
would  be  an  Improvement,  but 
still  inadequate,  Crook  5730  (b) 
£120,  on  income  below  £400,  and 
diminishing  amount  as  income 
increases,  proposal,  Wolstenholme 

12,257-60 

50  per  cent,  of  cost  of  education  at 
least,  advocated,  W.  Allen,  14,038, 

14,072-3,  15,153-64 

Consideration  of,  Bowley  6608 

increased  Cost  of  living  should  be 

considered,  Bowley,  6654;  Pratt  ...  19,901 
Double  present  allowance,  the  lowest 

possible  amount,  Webb  6886 

Flat  rate,  criticism,  Webb 6887 

Graduated  increase  with  age  of 
student  above  14,  up  to  25  advo- 
cated, and  scheme,  Cholmeley 

8785-7,  8809-29 

should  be  Greater  for  each  suc- 
cessive child,  Lucas  ...  11,185,  11,212 
Inadequacy  of,  Professional  Workers’ 
Federation,  12,247 ; Wolstenholme 

12,256 

Increase : 

Advocated,  Lucas  11,185;  Haslip 

16,441  (/);  Cook  17,728 

Recent : 

Approved,  Rayner  8858 ; 

Dawson  17,228 

considered  Satisfactory  gen- 
erally, Pratt  19,901,  19,929-30 

not  Sufficient,  Money, 

10,903-5;  Shirkie 9268-72 

Taxation  of  families  below  In- 
come Tax  limit  should  be 
correspondingly  alleviated, 

Edgeworth  11,797 

Larger  for  larger  incomes  advocated, 
with  certain  upper  limit,  Darwin 

15,787,  15,806-13,  15,831-3,  15,865-7 
One-third  of  exemption  limit,  pro- 
posal, Parsons  ...  ...  ...  1557 

Percentage  of  income : 

Advocated,  H.  Cox,  7297,  7336-8, 

7379-84,  7389-90 
Objection  to,  R.  V.  N.  H opk ins... 4289-90 
Amounts  of  tax  payable  and  effective 
rates  on  selected  incomes  under  present 
and  proposed  scales  of  abatements  and, 

R.  V.  N.  Hopkins 3994 

Australia,  R.  V.  N.  Hopkins  p.  97 

Board  of  Education  proposals  : 

Number  of  children  affected,  Orange  4707 
Supported,  Haslip  16,442,  16,443,  16,539 
in  British  Dominions  and  foreign  states, 
note  on,  Board  of  Inland  Revenue  p.  109-10 

Canada,  R.  V.  N.  Hopkins  p.  89 

Claim  form,  Collins  ...  ...  ...  p.  42,  p.  45 

Deduction  of  proportion  of  income  would 

be  approved,  Schooling  ...  ...  1137,  1227-33 

for  Defective  children  should  not  stop  at 

16,  Edwards 2512 

Discontinuance  by  Act  of  1806,  R.  V.  N. 

Hopkins  P-  1 (4) 

for  Education,  not  approved,  R.  N. 

Carter  ...  ...  ...  ...  ...  3141 
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Children  Allowance— cont. 

for  Every  child,  question  of,  R.  V.  N. 

Hopkins  ...  ...  ...  ...  4089-93 

Extension  of  question  of  State  grants  for 
education  as  alternative,  Cholmeley 

8818-9,  8825-32 

Historical  note,  Board  of  Inland  Revenue 

p.  59-60 

Illegitimacy  should  not  be  bar  to,  G.  It. 

Garter  ...  ...  ...  ...  ...  20,148 

Income  Limit  : 

• £800,  criticism,  Webb 6887 

£1,000  advocated,  Dawson  17,196,  17,221-9 

£1,500,  proposal,  It.  V.  N.  Hopkins  3991-3 
£2,000,  advocated,  IF.  Allen...  14,090-4 

Extension  : 

would  be  Approved  and  advo- 
cated, Darwin,  15,802-5,15,790; 

Haslip,  16,441  (f);  Pratt  19,970-2 

might  be  Considered,  Spry  ...  2864 

Extension  in  case  of  purely  earned 
incomes  up  to  £800,  when  taxpayer 
a widow,  advocated,  Gordon 

1242  (7),  1256,  1335-41 
Irrespective  of  income : 

Advocated,  and  compulsory  appli- 
cation for,  proposed,  Cholmeley 

8785,  8787,  8791-5,  8833-6 
not  Advocated,  R.  V.  N.  Hop- 
kins, 3991,  4283—8;  Quin, 

24,327,  24,448 

Restriction  to  incomes  not  exceeding 
£800  and  £1,000  not  advocated, 

Orange  4 <’02,  4708-9,  4728-30, 

4754,  4771-4 

New  Zealand,  It.  V.  N.  Hopkins  ...  ...  p.  98 

in  Proportion  as  maintenance  has 
been  incurred  in  one  whole  Income 
Tax  year,  proposal,  G.  It.  Carter  ...  20,148 
Refusal  to  son  keeping  home  after  death 
of  father,  criticism,  Edwards,  2339, 

2389-90,  2479-88 

Revived  by  1909-10  Act,  It.  V.  N. 

Hopkins  p.  3 (19) 

for  School  attendance,  increase  with  age 
of  student,  above  14  advocated,  and 
proposed  scale  up  to  25  years  of  age, 

Orange,  4702,  4704,  4713-4,  4731-43, 

4748-50;  Bruce  4715-27.  4744-7 

South  Africa,  B.  V.  N.  Hopkins p.  88 

Statistics,  1909-10,  and  1918-19,  B.  V.  N. 

Hopkins  n.  19 

System,  B.  V.  N.  Hopkins  8,  3974-7,  pp.  4(10),  5 
U.S.A.,  £40  under  18,  B.  V.  N.  Hopkins  p.  103 

CHOLMELEY,  R.  F.,  on  behalf  of  the  Incor- 
porated Association  of  Head  Masters  8785-838 
Children  Allowances,  extension  proposals 

8785-838 

Church  Door  Notices : 

Appeals,  abolition  advocated,  Best, 

Eborall,  Osier,  Young  25,706 

Assessment  : 

Abolition  advocated,  Best  Eborall, 

Osier,  Young,  25,706,  25,857—8, 

25,948-53,  25,978-80 
Opinion  re.,  Binns,  23,535-7 ; Harrison,  27,259 
Retention  advocated  as  foundation 

of  legal  proceedings,  Harrison  ...  25,025 

CHURCHMAN,  ERNEST  J.,  J.P.,  on  behalf 
of  the  Manchester,  Salford  and  Counties 
Property  Owners’  Association  ...  20.703-95 

Building,  private  enterprise  ...  20,774-5 

- Empty  property  20,708 

Land  and  Property  : 

Agents’  commission  ...  20.709.  20.712 

Repairs  allowance,  20,704-7,  20,712, 
20,723-32,  20,735-65,  20,763-72, 

20.776-93.  20,794 

Schedule  A 20.703 

Civil  Government  Departments’  employees, 
assessment  by  Departmental  Commissioners, 

Collins  ...  p.  34(116)  (117> 


Clergy : 

“ Ability  to  pay  ” : Atkinson,  14,582, 

14,607,  14,689-97,  14,732-6,  14,765-70 
Reply  to  evidence,  Board  of  Inland 
Revenue  ...  ...  ...p.  204  (2)-(5) 

Assessment  in  one  sum  under  Schedule 
E.  advocated,  Ereaut  ...  ...  ...  4809 

Deductions  : 

Expenses  incurred  by  ordinary  custom 
advocated,  Partridge,  14,827,  14,832, 

14,840-53 

for  Parochial  helpers : 

Claim  to,  Atkinson,  14,591, 

14,596,  14,659-60,  14,714-6, 

14,750,  14,824-5 

for  Licensed  lay  workers,  pro- 
posal, Board  of  Inland 
Revenue,  p.  207  (21),  Harrison  26,940 
Reply  to  evidence,  Board  of 
Inland  Revenue  ...  ...  p.  206-7 

Easter  Offerings  : 

Exemption : 

not  Advocated,  Ereaut 4809 

Claim  to,  Atkinson,  14,588, 

14,596,  14,620-40,  14,703-13, 

14,727-31,  14,810-23;  Partridge, 

14,854-73 

Position,  Harrison  27,201-4 

Taxation,  justification,  Board  of 
Inland  Revenue,  p.  204;  Harrison, 

26,941-3 

Exemption  of  portion  of  income  bound  to 
be  applied  for  benefit  of  benefice  as  a 
corporation  sole,  without  individual 
benefit,  claim  to,  Partridge,  14,826, 

14,832,  14,834-9 

Form  : 

Reply  to  evidence,  Board  of  Inland 

Revenue  p.  207 

Simple  explanatory  form  advocated, 
Atkinson,  14,596,  14,672-4;  Part- 
ridge   14,831,  14,832,  14,905-15 

Gardens : 

Assessment  under  Schedule  D : 

should  be  Allowed  if  desired, 
Partridge  14,829,  14,832  (5),  14,882-92 
Proposal  not  agreed  with,  Board 

of  Inland  Revenue  p.  208 

Reply  to  evidence,  Board  of  Inland 

Revenue  p.  206 

Tax  on,  under  Schedule  B,  should 
be  remitted,  or  area  allowed  with 
house  be  extended  to  five  acres, 
Atkinson,  14,590,  14,596,  14,646-58, 

14,698-9,  14,748-9 

Heavy  burden  of  Income  Tax  on,  Atkinson 

14,581,  14,584 

Reply  to,  Board  of  Inland  Revenue 

p.  204  (1)  . 

Inspection  of  Assessment  Books  : 

Proposal,  Atkinson  14,893-904 

Reply  to  suggestion.  Board  of  Inland 
Revenue  p.  207 

Mortgages  for  improvement  of  build- 
ings : 

Deduction  should  be  allowed  on 
capital  repaid,  Atkinson,  14,597, 

14,675-8,  14,700-1 

Reply  to  evidence  and  further 
allowance  not  advocated,  Board  of 
Inland  Revenue,  p.  205;  Harrison, 

26,944-66 

Parsonage  house : 

Allowance  for  study  should  be  equal 
to  that  granted  to  dentists  and 
doctors  (now  up  to  two-thirds 
annual  value  of  house), 
Atkinson  14,583,  14,596,  14,601-6, 

14,720,  14,739-47,  14,761-4, 

14,777-82 

Inadequacy  of  allowance  and  pro- 
posed allowance  of  difference  be- 
tween assessed  value  and  value  to 
individual  incumbent,  Partridge 

14,828,  14,832,  14,874-81 
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Clergy — coni. 

Parsonage  house — cont. 

Reply  to  evidence,  Board  of  Inland 
lievenue  ...  ...  p.  204-5  (6)  (7) 

Repairs  and  renewals  : 

Allowance  of  average  cost  of  repairs, 
or  actual  expenditure  would  be 
approved,  Atkinson  ...  14,645,  14,721 
Allowance  should  be  increased  to 
one-third  of  annual  value  of  house, 
Atkinson  14,589,  14,596,  14,641-5, 

14,681-8 

Reply  to  evidence,  Board  of  Inland 

lievenue  ...  ...  P-  206 

Taxation,  Scotland,  Board  of  Inland 
lievenue  ...  ...  •••  •••  P-  128 

Tithe-owning  : 

Hardship  in  collection  of  tax  before 

receipt  of  income,  Atliinson  ...  14,592 
Reply  to  evidence,  Board  of  Inland 
Revenue  ...  P-  205-6,  p.  207 

Tithe  rent  charge  : 

Abatement  on,  of  one-seventh, 
claim  to,  Atkinson  14,585—7,  14,596, 

14  607-19,  14,718-9,  14,771-6, 

14,783-801 

Excessive  and  disproportionate  rat- 
ing of,  Atkinson  14,583,  14,618-9, 

14,665-71 


Tithes  : 

Redemption  effect,  Atkinson  14,783-98 

Value,  Atkinson  ...  ...  14,722-6 

Voluntary  gifts  : 

should  be  Regarded  as  gift  in  per- 
sonal capacity  in  absence  of  proof 
to  the  contrary,  Partridge  14,830, 

14,832,  14,854-73 

Reply  to  proposals,  Board  of  Inland 
lievenue  P*  2®2 


Clerks  to  the  Commissioners  : 

Abolition,  little  saving  in  expenditure 

would  result,  Hewitt  ...  •••  22,059-63 

Appointment  : 

by  Board  of  Inland  Revenue  advo- 
cated, Campbell  23,863-4 

by  General  Commissioners,  continu- 
ance advocated,  Binns  22,969, 

23,245,  23,375-6;  Stewart...  ...  23,791 

Method,  Collins  308-9;  Hewitt, 

22,027-37;  Binns 22,983-6 

Permanent,  advocated,  Stewart  23,792-3 
Restrictions  on  terms  of,  proposal, 
Stewart  ...  23,716,  23,771 

Assistance  of  public  bv,  Hewitt  ...  21,981-3 

City  of  London  P-  152  (26>  (27> 

Class  of  men,  Collins,  450—1,  495;  Binns, 

23,282,  23,429-32 

Competent,  possibility  of  obtaining, 

Binns  j®,244 

Declaration  of  secrecy.  Binns  ...  ... 

Departmental,  system  and  proposed 

abolition,  Binns  ...23,231,  25,^44 

Dependence  of  Commissioners  on,  for  judg- 
ment, extent  of,  Collins  ...  531-3 

Dual  management  with  Surveyors  and 

objections  to,  Binns  23,015-22 

Functions  : „ . 

Details,  Binns 22,997-3014 

Devolution  of  certain,  on  Surveyors, 

Best,  Eborali,  Osier,  Young  ...  25,704 
Inhabited  House  Duty  and  change 

proposed,  Binns  ...  22,988,  23,031 

Sending  out  notices  of  assessment 

should  be  continued,  Campbell  23,867-8 
Transfer  of  certain  to  Surveyor,  pro- 
posal, Ereaut,  4787,  4923,  4948; 

Nelson,  19,801,  19,831-3;  Matthews, 

22,555;  Binns,  23,023-8;  Best, 

Eborali,  Osier,  Young  25,706 

must  be  Neutral,  unprejudiced  and  un- 
connected with  local  affairs,  Stewart 

23,715-6,  23,734-47,  23,794 

Number,  Binns  22,989 

Position  of,  Hewitt 22,123-32 


Clerks  to  the  Commissioners— cont. 

Remuneration  : 

Adequacy,  question  of,  Binns  ...  23,277-81 

when  Changes  made  in  areas  of  divi- 
sions, proposal,  Binns  ...  23,029-31 

Payment  by  Revenue  Department, 

Hewitt  ...  ...  •••  22,123—5 

Statement  of,  as  at  24th  April,  1919, 

Binns  ...  ...  ...  ...  •••  23,032 

System  and  amount,  Binns  ...  22,990-6 

Same  as  Clerk  to  Land  Tax  Commissioners 
generally,  Collins,  309;  Binns  ...  ...  22,988 

Solicitors  or  barristers  advocated,  Holme 

23,892,  23,995-6 

Solicitors  desirable  if  Court  composed  of 

laymen,  Stewart  ...  ...  ...  ...  23,770 

ex-Surveyors  as,  Binns  ...  ...  23,377—80 

Temporary  assistants,  Hewitt  ...  22,102-16 

Tribute  to,  in  City  of  London,  Budd  ...  23,872 

Whole-time  officials  : 

Advocated,  Nelson,  19,801,  19,829-30; 

Campbell,  Staines  23,801,  23,853,  23,866—8 
not  Essential,  Stewart  ...  ...  ...  23,778 


Clerks : 

some  Dependant  in  most  cases,  Hughes 

4564,  4650-2 

Household  budgets,  Hughes 

4543,  4545,  4561-3,  4595 

CLIFT,  C.E .,  on  behalf  of  the  Manchester  and 
Salford  Playing  Fields  Society,  re  society 
and  grievances,  particulars  re  Income 

Tax  22,859-937 

Clitheroe  Women’s  Service  Society,  resolution 
in  favour  of  separate  taxation  of  married 
persons  ...  ...  ...  •••  •••  •••  2943 

Clubs,  non-taxation  of  trading  profits, 

London  ...  ...  ...  ...  •••  19,707-8 

Cockburn,  H.,  on  terminable  annuities,  1905, 

Board  of  Inland  Revenue  p.  72  (9) 

Coghlan,  T.  A.,  on  graduation  and  taxation 
at  the  source,  1906,  Board  of  Inland 
Revenue  ...  ...  •••  •••  ...p  62  (7) 

Colchester  Women’s  Service  Society,  re- 
solution in  favour  of  separate  taxation  of 
married  persons.  ...  ...  •••  •••  2943 

Coleman,  J.  E.,  on  differentiation,  1861; 

Board  of  Inland  Revenue  ...  #...  ...p.  55  (8) 

Collection : 

by  Collectors  of  Customs  and  Ex- 
cise : 

Procedure  and  proposed  change  Binns 

23,098-102,  23,161-3,  23,403-6 
System,  Congdon,  Henderson  26,370- 

8,  26,380-9,  26,396,  26,402-13 
Continuous  nature  of  work,  Binns  23,147-8 
Control  by  State  advocated,  Binns  ...  23,156 
Cost  of,  Edwards,  2328,  2332,  2334—8, 
2458-69,  2535-44;  R.  V.  N.  Hopkins, 

4064;  Board  of  Inland  Revenue,  p.  73; 

Hewitt  ...  •••  21,555  (III./ 

Criticism  of  system,  Dagg,  20,802;  Best, 

Eborali,  Osier,  Young 25,714-6 

through  Excise  or  Post  Offices,  pro- 
posed in  small  districts,  Dawson,  17,194 

17,211-6 

of  all  Income  Tax,  House  Duty  and  Land 
Tax  by  same  Collector,  proposed,  Brown, 

22,236;  Congdon,  Henderson  26,396 

Interference  by  Surveyors,  Brown  22,231-2 

Ireland,  see  that  title. 

“ Number  or  letter  assessments,”  pro- 
cedure, Binns  23,152 

by  Permanent  officials,  advantages  to  be 
derived,  Congdon,  Henderson,  26,396, 

26,397-8,  26,403-13 

Procedure,  Collins,  331,  p.  31—2;  Brown, 

22,199-207;  Binns  23,123-38 

Quarterly,  cost  of,  Board  of  Inland 
Revenue  PP-  88-92 
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royal  commission  on  the  income  tax. 


Collection— cont. 

of  Rates  and  Taxes,  combination  in  one 
office,  proposal,  E.  Cox  ...  7303-10,  7347-52 

Scotland,  see  that  title. 

Special  assessments,  procedure,  Binns  23,149-51 
Summary  of  present  position,  Binns  ...  23,156 
in  Surveyor’s  office,  advocatd,  Lakin- 
Smith,  7707,  7709;  Quin,  24,328, 

24,367;  Mackie  24.793(9).  24.804 

Surveyor’s  position  re,  Collins  ...  p.  31-2,  36 

Collectors : 

Accountants,  as,  objection  to,  Aveling  19,964 
Accounting  method,  Brown , 22,209-11; 

Binns  23.140-1 

Appointment  : 

by  Board  of  Inland  Revenue : 

Advocated,  Ereaut , 4785,  4832-5 
4992-5003;  Webb,  6901; 
Lakin-Smith,  7707;  Matthews. 

Bawes,  Kelly,  22,579;  Binns, 
23,156-9,  23,174;  Campbell, 

Staines,  23,804;  Best  25,997 

Previous  proposals,  Eewitt  ...  21,548 
Defects  of  present  system,  Brown, 

22,212-20 

Examination  unnecessary,  Eewitt  ...  22,049 
by  General  Commissioners,  lapse  of 
power  to  Board  of  Inland  Revenue 
in  some  cases,  Collins,  314,  567-71,  741-2 
Historical  note,  Binns  ...  23,088-90 

List  of  cities  and  towns  in  which 
about  six-sevenths  of  aggregate 
duty  is  collected  by  Collectors  ap- 
pointed by  Board  of  Inland 
Revenue  and  one-seventh  bv  those 
appointed  by  Local  Commissioners, 

Binns  23,177 

List  of  cities  and  towns  in  which 
all  Collectors  appointed  by  Board 

of  Inland  Revenue,  Binns 23  177 

Method,  Collins,  314,  368-74,  p.  31 
(70-1),  Brown,  22,188-9;  Binns, 

23,085,  23,091-7 

Period  of,  and  consequent  difficulty, 

Binns  23.171-3 

Permanent,  advocated,  Eewitt, 

21,561;  Brown,  22,212-3,  22,234; 

Campbell,  Staines  23  804 

Revocation,  power  of,  Bmns  23,112,  23,172 

Areas,  re-arrangement  desirable,  Brown 

* 22,225-6 

Assistance  of  public  by,  Brown  22  202 

Attaching  of  One  ok  More  to  Inland 
Revenue  Staff  in  Directorial 
Capacity  : 

Opinion  re  proposal,  Binns  23,478 

Proposal,  Brown  22,239,  22,305-8,  22,378-9 
Banking  : 

Account  under  Collector’s  own  control 
should  not  be  allowed,  Campbell, 

Staines  23,804,  23,860-2 

Arrangements,  Binns  ...  23,139-40, 

23,341-7,  23,357-9 

Carrying  on  of  work  in  case  of  illness,  no 

provision  for  at  present,  Binns 23  478 

Clerks  to,  proposal  re,  Binns  23,157,23^160 
Co-option  of  services  fun  obtaining  local 
information,  proposal,  Matthews, 

Bawes,  Kelly  22,556,  22,578-81 

Criticism  of,  in  country  districts,  Bawes  22,617 
Declaration  of  secrecy,  Brown,  22,190; 

Binns  ! 23,111 

Delivery  of  schedules  of  arrears  and 

deficiencies,  Binns  23  142-5 

Functions  : 

see  also  Work  below. 

should  be  Confined  to  collecting  tax, 

Parsons  ...  ...  ...  1555 

Details,  Collins,  740;  Brown,  22,199- 
208;  Fergusson,  22,246-7;  Binns, 

23,123-38,  23,149-52 
Inhabited  House  Duty,  change  pro- 
posed, Binns  ...  ...  ...  ...  23  176 

re  Quarterly  assessments,  Collins  ...  ’343 


Collectors— cont. 

Functions — cont. 

Transfer  of  certain  of  Assessor’s  func- 
tions to,  proposed,  Ereaut,  4785, 
4832-42,  4883-4;  Binns,  23,276; 

Best,  Eborall,  Osier,  Young,  25,706,  25,961-5 
inadequate  time  allotted  for  carrying  out 

duties,  Brown  22  227 

Instruction  book,  prepared  by  Board  of 
Inland  Revenue,  Binns  ...  23,457;  23,458 

Integrity,  but  no  great  skill  or  judgment 

required,  Collins 4H}  541_3 

Ireland,  see  under  Ireland. 

Number,  Binns  23  113 

should  be  Officials  serving  wholly  under 

the  Crown,  G.  B.  Carter 20,170 

Payment  of  Tax  to  : 

by  Cheque,  Binns  ...  23,342-7,  23,358-9 
by  Money  order  or  postal  draft,  free 
of  postage,  proposal,  Best,  Eborall, 

Osier,  Young 25,715,  25,718 

Position  of,  Collins,  587-8;  Binns  ...  23,155 
Position,  defects  of  present  system,  Brown 

22,212-33 

Provision  for  later  years  advocated, 

Brown  22,238 

Remuneration  : 

Classification  of,  1918-20,  Binns  23,178-80 

Criticism,  Brown  22,192-3 

no  Definite  scale,  Brown  22,222 

not  Fixed  according  to  amount  col- 
lected or  early  collection,  Brown, 
22,385—90;  Fisher,  ...  22,324-6,22,389 

Inadequate,  Fisher  ...  ...  ...  22,321 

without  Liability  for  any  expenses  of 

office  advocated,  Brown  22,237 

System,  Brown,  22,192-3;  Binns,  23,114-22 
should  be  Responsible  for  collection  of 
whole  of  duties,  Matthews,  Bawes,  Kelly,  22,557 

Retention  necessary,  Osier 26,025-6 

generally  Same  person  as  Assessor,  Collins  623 
Securities  : 

Reconsideration  of  question  and 
abolition  advocated,  Binns  ...  23,169-70 

Special  fund,  proposal,  Brown  ...  22,221 
System,  Brown,  22,190;  Binns, 

23,103-10,  23,166-8 

Status,  Brown  22,195-8 

Taxpayer’s  convenience  should  be  con- 
sidered before  that  of,  J.  E.  Allen 

1472  (14),  1545 

Transfer  of  Assessors’  duties  to,  pro- 
posal, Ereaut  ...  4785,  4832-42,  4883-4 

Unit  of  areas,  Brown  22,194 

Whole-time  : 

Grouping  of  parishes  and  rearrange- 
ment of  areas  advocated,  Brown...  22,235 
Proposals,  Ereaut,  4785,  4843, 

4885-8;  Aveling,  19,918,  19,964; 

Eewitt,  21,560;  Fisher,  22,327-9; 
Matthews,  Bawes,  Kelly,  22,557; 

Binns,  23,157-60,  23,174-5, 

23,406-7 ; Best,  Eborall,  Osier, 

Young 25,717,  25,997,  26,064 

Work  : 

Continuous  nature  of,  Binns  ...  23,147-8 

Imposition  of  additional  clerical 
duties  not  covered  by  increased 

remuneration,  Brown  22,224 

Reply  to,  Binns  ...  23,154,  23,459-62 

Lack  of  appreciation  by  Board  of 
Inland  Revenue  of  extent  of,  ' 

Brown  22,224,  22,233,  22,304 

Statement  not  agreed  with, 

Binns  23,154,  23,455-8 

Supervision  by  Surveyors,  Binns 

23,146,  23,155 

Collieries,  see  Mines. 

COLLINS,  Sir  THOMAS,  Chief  Inspector  of 

Taxes  263-763,  26,835-7361,  p.  27-46 

Additional  Commissioners  : 

Appointment  method,  duties,  &c.  ...  310 

Work,  &c.  423-30 

Administration  269-359,  678-88,  p.  27  (2),  (4)-(8) 
Advice  and  assistance  to  public  ...  ...  4068 
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COLLINS,  Sir  THOMAS — cont. 


Appeals : 

to  General  Commissioners,  316,  432-6, 

439-55,  531-3,  546-54,  615-7,  720-3, 

p.  30  (66)-(69),  31,  p.  33  (103) 
to  Court  of  Appeal  ...  ...  ...  316 

to  High  Court  ...  ...  ...  316,  474-90 

to  House  of  Lords  ...  ...  ...  316 

to  Special  Commissioners 

318,  555-63,  618-20 

System  316-8 

Assessment  : 

Forms  ...  ...  ...  ...  p.  39-46 

Procedure  ...  ...  328-34,  p.  28-30 

Assessors,  appointment,  method  and 

duties,  &c.  ...  311-3,  329-31,  623,  p.  28,  p.  29 

Bank  of  England,  Bank  of  Ireland  and 
National  Debt  Commissioners 


394-8,  407-8,  p.  34  (113) 
Board  of  Inland  Revenue,  functions  and 

duties  ...  270-2,  353-8,  497-503,  738 

Charities  ...  26,837,  26,896-901,  26,904-8 

Clerks  to  the  Commissioners,  appoint- 
ment, method,  functions,  &c.  308-9, 

450-1,  495,  531-3 

Collection,  procedure  331,  p.  31-2 

Collectors  : 


Appointment  method 

314-5,  368-74,  567-71,  741-2,  p.  31  (72) 
Functions  ...  ...  ...  ...  740 

Qualifications  required 411,  541-3 

Position 587-8 

Commissioners,  inadequate  inter-com- 


munication   611-2,  p.  27  (9) 

Commissioners  for  Public  Offices,  &c. 

394-7,  407-8,  p.  27  (14),  p.  34  (116),  (117) 
Co-operative  Societies  ...  27,286-7,  27,289-90 
Copyrights  ...  ...  ...  ...  26,909-32 

Depreciation  allowance  ...  ...  27,021-41 

Differentiation  ...  ...  26,843-7,  27,193 

Dwelling-houses  used  partly  for  business 

28,839-42 


Exemption  limit,  question  re  lowering 

706,  576-81 

Exemptions,  savings  other  than  insurance  582-3 
Friendly  Societies  ...  26,835-8,  27,185-7,  27,192 
General  Commissioners  : 

Appointment  ...  ...  ...  284-90 

Districts  ...  ...  ...  ...  277-80 

Functions,  &c. 

271,  418,  420-32,  331,  p.  28,  491-4,  520-6 

Meetings  446-9 

Number  280 

Unpaid  285,  286 

Skilled  assistance  would  be  useful  ...  536-40 
Inland  Revenue  and  local  Income  Tax  ad- 
ministration, no  strong  jealousy  known 

of  572-3 

Instalments  ...  ...  ...  322,  323,  325,  327 

Ireland,  administration  system,  335-45, 

456-61,  636-47,  651-3,  p.  31  (72),  p.  33  (105) 

Land  Tax  Acts  275-7 

Land  Tax  Commissioners 284-306 

Legal  expenses  ...  27,016-20,  27,168—70 

Married  persons,  assessment  of  ...  399-406 

Patents  26,933-6 

Payment,  dates  ...  ...  ...  ...  322-7 

Railway  Companies  and  salaries  of 
officials,  assessment,  319,  p.  27  (14); 

p.  34  (108) 

Reliefs  and  adjustments,  351-4,  p.  32-3,  p.  37-8 

Removal  expenses  27,012-5,  27,160-3 

Returns  ...  ...  ...  ...  ...  4067 

Schedule  D,  assessment  under,  320,  p.  27 

(14);  p.  34  (106)  (107) 

Scotland,  local  rates  27,042 

Super-tax,  assessment  318,  p.  27  (14); 

p.  34  (108) 

Special  Commissioners,  functions,  317—9, 

534,  p.  34,  p.  27  (14),  p.  34 


Surveyors : 

Advisory  capacity  ...  ...  381—9,  735—7 

Appointment  method,  360—7,  409—10, 

590-3,  727-34 

as  Assessors,  313,  329,  416,  513-9,  682-4 
Districts  ...  ...  ...  ...  ...  278-81 


COLLINS,  Sir  THOMAS— cont. 

Surveyors — cont. 

Functions  and  powers,  331,  334, 

419-24,  464-7,  470-3,  615-20,  682, 

663-78,  757-60,  pp.  27-36 

Position  of  271,  586-7 

Ireland,  districts,  etc.  636-47 

1914,  high  standard  ...  ...  •••  390-1 

Promotion  ...  ...  ...375—80,  564 — 6 

Responsibility  of  work...  ...  ...  412-5 

Training  633 

Tools,  etc.,  allowance  ...  ...  27,164-7 

Trade  associations,  27,004— 9,  27,172—7,  27,181—2 
Valuation  ...  ...  ...  •••  •••  654—62 

Weekly  wage-earners,  324,  347-9,  504—7, 

544-5,  574-5,  597-607,  694-7,  724-6, 

712-9,  744-51,  p.  33  (101)-(104) 
Year  of  assessment  ...  ...  321,  584—5,  690—3 

Colonial  companies,  dividends  paid  in  Eng- 
land, taxation  at  the  source,  1861,  Board  of 
Inland  Revenue  ...  ...  ...  P-  61  (4) 

Colonial  and  foreign  dividends,  see  Foreign 
and  Colonial. 


Colonial  and  Foreign  Insurance  Companies : 

Allowance  on  premiums  to,  Board  of 

Inland  Revenue  p.  60  (7) 

Assessment  on  profits  of,  from  trading  in 
the  United  Kingdom,  by  Special  Com- 
missioners, Collins  ...  p.  27  (14),  p.  34  (108) 

COLVILLE,  The  Hon.  GEORGE,  on  behalf 
of  Royal  National  Life-Boat  Institution, 

claim  to  certain  reliefs  14,919-45 

‘‘  Commercially  expedient  ” expenses,  should 
be  allowed  (expenses  incurred  that  are  pro- 
ductive of  revenue  or  tend  to  produce 
revenue  as  distinct  from  capital  expedi- 
ture),  Quin  24,331,  24,369,  24,399-402,  24,449-58 


Commission  Agents : 

Definition  question,  Luya 5719-27 

for  Non-residents : 

Finance  (No.  2)  Act,  1915,  re,  Luya  5473 
Uncertainty  of  position  and  conse- 
quent refusal  of  business,  Luya 

5471-82,  5486-8,  5605-14,  5719-27 

Commissioners : 

see  also  Additional  Commissioners, 

General  Commissioners,  and  Special 
Commissioners. 

Central  Committee  comprising  represen- 
tatives of  Commissioners  and  Board  of 
Inland  Revenue,  for  considering  re- 
forms, etc.,  proposal,  Hewitt  21,554,  21,744-5 
Clerks  to,  see  that  title. 

Intercommunication  between  divisions  of, 
inadequate,  Collins  ...  ...  611-2,  p.  27  (9) 

Payment  would  be  approved,  Parsons  1597-8 
Procedure  re  assessment,  Collins  331,  p 28 

Work  re  making  assessments  should  be 
transferred  to  Surveyers,  Matthews, 

Rawes,  Kelly  ...  ...  22,554,  22,605-15 

Commissioners  for  Public  Offices,  &c.,  nature 
of  assesssments  made  by,  Collins  ...  p.  27  (14) 

Commissioners  for  Duties  on  Offices,  City  of  London  : 

Adjustment  appeals p.  150  (16) 

Constitution  ...  ...  ...  ...  p.  149  (13) 

Certificates  of  removal  and  repayment  p.  150  (15) 
Income  assessed  p.  150  (14) 

Companies,  Etc. 

see  also  Limited  Liability  Companies. 
Distribution  of  reserves,  recent  decision, 

effect,  Stamp  8858-61 

Preliminary  expenses,  allowance  : 

Advocated,  Martin,  5817;  Nelson, 

19,816;  Quin,  24,331,  24,370-402; 

Rintoul  ...  ...  ...25,403,  25,494 

not  Advocated,  Currie...  ...  ...  7681 

Question,  TV.  Cash  ...  8283 

Profits,  taxing  of,  R.  V.  N.  Hopkins  ...  3 
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Companies,  Etc. — cont. 

“Secretary  or  other  officer,”  deemed  to  be 
employer,  qualifications  advocated, 

Booty  ...  12,066,  12,132-41,  12,161-3 

Undistributed  Profits,  Taxation  : 

Additional  tax  on,  inequitable  be- 
tween taxpayers,  Bintoul 25,408 

Aggregate  annual  amount,  B.  V.  N. 

Hopkins,  p.  3 (1)  48-9 

Assessment  of  rateable  proportion 
of,  of  individual,  opinion  re, 
Harrison,  14,349,  14,351-9,  14,396, 

14,486;  Bintoul  25,400,  25,413-23,  25,472-90 
Difficulty  in  event  of  subsequent 

distribution,  B.  N.  Carter 3146 

Distributed  in  later  year,  taxation  of, 

B.  V.  N.  Hopkins 207-8,  223-6 

Evasion,  B.  V.  N.  Hopkins, 

35,  237-40;  Money,  10,646-8, 

10,684-5,  10,787-838 
proposed  Methods,  criticism,  Bintoul 

25,400,  25,407 

Non-liability  to  Super-tax  and  con- 
sequent inducement  to  private  firms 
to  change  into,  Harrison  ...  14,320-6 

proposed  Scheme,  Harrison 

14,327,  14,376-88,  14,484-5 
Standard  rate  charged,  B.  V.  N. 

Hopkins  7,  p.  4 (5) 

System,  injustice  and  remedy  advo- 
cated, Money 11,037-40 

Tax  record  portion  should  contain 
proportion  of,  Money,  10,548, 
10,675-87,  10,787-838,  11,007-12,  11,165-77 
by  Taxation  at  the  source,  con- 
sideration of  scheme,  Harrison 

14,349,  14,351-2,  14,360-75,  14,397, 
14,512-8 

Treatment  of  certain  public  com- 
panies as  private  desired,  Harrison, 

14,504-5 

Treatment  as  revenue  when  dis- 
tributed, objection  to,  Bintoul 

25,400,  25,408-12 

Unjustifiable  in  principle,  Maitland 

27,961,  27,990 

Complications  of  tax  and  need  for 
simplification,  B.  N.  Carter,  3132-4,  3480-1 ; 

Leake,  3672;  Money  ...  ...  ...  10  541-2 

Complication  of,  compared  with  taxation 
abroad,  reasons,  B.  V.  N.  Hopkins  ...  4066 


Conference  of  Superannuation  Funds : 

Constitution,  Mitchell  4465,  4488 

Evidence  on  behalf  of,  see  Mitchell,  John 

C.,  F.C.I.S.  4465-4538 

Management  of,  Mitchell 4468 

Objects  of,  Mitchell 4467,  4491 

CONGDON,  P.  J.,  and  HENDERSON,  Col. 

H.  D.,  on  behalf  of  the  Excise  Clerks’ 
Association  (Joint  Evidence)  ...  26,370-431 

Additional  assessments  26  378 

Arrears,  collection  and  recovery,  26,396 

26,419-30 

Assessment  on  preceding  year  ...  26  390-2 

Collectors  of  Customs  and  Excise: 

Collection  by,  26,370-8,  26,380-9, 

26,396-8,  26,403-13,  26,419-30 
Establishment,  proposed  as  Inland 

Revenue  26,396,  26,402-13 

Demand  notes  26,389,  26,396 

Instalments,  quarterly  ...  26,394-5,  26,414-8 
Connected  businesses,  see  Amalgamated 
Businesses. 

Conservative  Women’s  Reform  Association, 
resolution  passed  in  favour  of  separate 
taxation  of  married  persons  ...  ...  ...  2944 

Contracts  of  Indemnity,  profits  from,  diffi- 
culty re,  and  proposal,  Furtado  25,534-8,  25,546 


Control : (Concerns  in  England  carrying  on 
trading  operations  wholly  or  mainly 

abroad) : 

see  also  British  Companies  abroad. 

Advantages  to  country,  Williamson, 

7424;  Budd,  23,875;  Pegler,  26,436; 
Maitland,  27,970  N 

Capital  abroad  : 

Exemption  from  taxation  in  U.K., 
proposal  not  agreed  with,  Pegler, 

26,450,  26,491,  26,551-60 
Proposals  re  relief,  S.  E.  Cash, 

16,084;  Pegler,  26,501-12,  26,450, 
26,472-80,  26,570-4,  26,580-3,  26,589-605 

Non-resident  shareholders  : 

Holdings  of,  estimated  percentage  to 
total,  and  estimated  aggregate 
average  taxable  profits,  Spry 

10,128,  10,172-4 

Liability  to  tax,  possible  grievance 
admitted,  Spry  10,144-7,  10,161, 

10,189-11 

Lower  rate  of  Income  Tax,  proposal, 

Spry  10,148-9 

Relief : 

on  Bonus  shares,  question  of, 

Spry  10,199-206 

Declarations  that  shares  held  in 
own  right  would  be  necessary, 

Spry  10,190-3 

possible  Disadvantages,  Spry  10,154 

Evasion  of  tax  as  result,  ques- 
tion of,  Spry  ...  10,213-7,  10,228 

would  be  Irrespective  of  place 
of  residence,  Spry  ...  10,288-90 

Loss  to  Revenue  compared  with 
advantage  of  keeping  control 
in  England,  Spry  ...  10,207-17 

Methods,  Spry  10,190-206 

Proposals,  Williamson,  7415, 

7446-57,  7502-5,  7518-28, 

7553-5,  7592-605,  7622-5, 

7615-20;  Stamp,  9575,  9649-51; 

Spry,  10,148-53,  10,164-71, 

10,174-9,  10,181-3,  10,194-8; 

Pegler,  26,453-6,  26,457-8, 

26,461,  26,573 

Reduced  tax,  total  revenue 
obtained  by  country  might  be 
greater,  Williamson  ...  7498-501 

Transfer  of  shares  by  British 
shareholders  into  hands  of 
foreign  residents,  question  of, 
Williamson  ...  7453-7,  7601-4 

Taxation  at  certain  flat  rate  on 
profits  approved,  Maitland  27,999-8002 

Taxation  : 

Colonial  and  foreign  capital,  British 
tax  deducted  at  source  should  be 
returned  to  extent  of  tax  paid 

abroad,  S.  E.  Cash 16,084 

Effect  of  Double  Income  Tax,  Sir  F. 

Young 779,  79^2 

Evasion  of  tax,  possibility  of,  Spry  10,136-7 
Holdings  of  non-Tesidents,  estimated 
aggregate  taxable  profits  1919-20 
and  non-residents’  share,  dividends 
paid  to  non-residents,  and  Income 
Tax  on  profitu  and  on  dividends  of 

non-residents,  Spry 10,157 

Law  cases,  Board  of  Inland  Bevenue  p.  73-4 
should  be  Levied  in  country  where 
actual  business  carried  on,  Sir  F. 

Young 819-21 

Liabilities  of  concerns  to  Income  Tax, 
historical  note,  Board  of  Inland 

Bevenue  p.  73.5 

Non-establishment  of  concerns  in 
England,  owing  to,  Pegler,  26,438, 

26,526-8,  26,578-9;  Maitland  27,961, 

27,970-6 
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Control — cont. 

Taxation — cont. 

Origin  tax  and  residence  tax, 

principle  of,  Spry 10,148 

Present  position,  Spry  10,122-3, 

10.219-42.  10.254-87 

Problem,  Stamp  9574,  9849 

Profits  earned  abroad,  relief,  impor- 
tance of,  and  proposal,  Pegler 
26,435,  26,499,  26,451-2,  26,481-9, 
26,493-8,  26,523-30,  26,542-50, 

26,606-11 

Proposal,  Stamp  ...  ...  9850-4 

Belief  of  Company  from  taxation  in 
Great  Britain,  larger  dividend 
would  be  paid  to  shareholders  in 
Great  Britain  on  which  tax  to  be 
paid,  but  loss  would  not  be  made 
up,  Harrison  ...  •••  ...6448-53 

"Removal  of  control  abroad  owing  to, 
and  consequent  loss  of  business, 
Harrison,  6454-8 ; Williamson, 

7425,  7496-7,  7514-7,  7520-1; 

Vestey,  9426-570;  Spry,  10,129-42, 
10,184-9,  10,208-9,  10,244-53; 

Budd,  23,874-5,  23,882,  23,912-4, 
24,135-55;  Pegler,  26,436-44, 

26,460,  26,466-7,  26,502,  26,513- 

25,  26,529-30,  26,561-9,  26,575-7, 
26,584-8,  26,595;  Maitland,  27,960- 

3,  27,970,  27,981-3 
Resident  shareholders,  no  claim  for 

alteration  of  position,  Spry  10,125-7 


COOK,  F.  W.,  J.P.,  on  behalf  of  the  Drapers’ 

Chamber  of  Trade  17.706-923 

Account-keeping  17,714,  17,745-7,  17,878-82 
Allowances  ...  ...  •••  17,728,  17,914-6 

Assessment  basis  17,719,  17,784-9 

Buildings  ...  ...  •••  •••  •••  17,717 

Co-operative  Societies  ...  17,710,  17,724 

Dwelling-houses  used  partly  for  business 

17,727,  17.772-8,  17,788-92,  17,898-913 
Evasion  ...  17,714,  17,715,  17,746,  17,748-51 

Excess  Profits  Duty  ...  17,709,  17,852-4 

Exemption  limit  ...  17,706,  17,725,  17,737-40 

Foreigners  trading  in  England  17,716, 

17,752-6,  17,781-3 
General  Commissioners  ...  17,720,  17,890-3 

Instalments  17,721 

Leaseholds  ...  ...  ...  17,717,  17,758-62 

Life  annuities  17,717 

National  financial  policy  and  budgets, 
fixing  of  for  series  of  years,  advocated 

17,711,  17,741-4,  17,793-846,  17,856-67 
Partners  ...  17,722,  17,769-71,  17,894-7 

Returns  17,713,  17,715,  17,779-80 

Simplification  of  tax  needed  17,706,  17,730—1 
Super-tax  17,709,  17,718-9,  17,763-8,  17,847-54 
Trade  Associations,  subscriptions  to  ...  17,726 
Traders,  licensing  of  17,712,  17,745—7,  17,882 

Wage-earners,  deduction  of  tax  by  em- 
ployers 17,707-8,  17,732-6,  17,868-77, 

17,917-20 

Wasting  assets  17,717 

Cookson,  W.  S.,  on  terminable  annuities 

1861,  Board  of  Inland  Bevenue,  p.  71  (6) 


COOPER,  NEWMAN  HALL,  GOODWIN, 
THOMAS,  and  MACINTOSH,  ROBERT,  on 
behalf  of  the  Co-operative  Union  of  Great 
Britain  and  Ireland  (joint  evidence)...  18,372-927 
Account-keeping  ...  ...  •••  •••  18,404 

Assessment  ...  ...  •••  •••  18,402-3 


Co-operative  Societies  : 

Dealings  with  non-members,  18,395, 

18,415,  18,419,  18,478-83,  18,489- 
528,  18,556-60,  18,609-11,  18,666- 

71,  18,672-81,  18,766-72,  18,900 
Details  re,  members,  &c.,  18,407-10, 

18,422,  18,472-7,  18,888 
Dividends,  18,395,  18,410-1,  18,432- 
44,  18,450-1,  18,548-50,  18,605-8, 

18,627,  18,632-42,  18,757-61, 

18,775-6,  18,908,  18,922-5 


COOPER,  NEWMAN  HALL — cont. 

Co-operative  Societies — cont. 

Exemption,  position  re,  and  claim  to 
continuance 

History  of  movement,  and  legisla- 
tion   18,375-81 

Interest  on  loans  and  deposits, 

18,422,  18,652-5 

Investments  18,628-31 

as  Legal  entity  ...  18,661—8,  18,795— 7 

Manufacturing  by,  sale  of  by- 
products, &c.,  18,497-509,  18,517, 
18,675-81,  18,726-48,  18,801-3, 

18,824,  18,898-900 
Object  ...  ...  ...  ...  ...  18,873 

Prices,  reduction,  18,549,  18,643-51, 
18,757-61,  18,819-47,  18,883-7, 

18,892-900,  18,901-4 

Profits  18,531-6 

Reserves  18,445-51,  18,599-603, 

18,612-21,  18,711 

Return  to  farmers’  societies  18,749- 

56,  18,861-70 

Surpluses,  18,426,  18,452-8,  18,465- 
71,  18,581-98,  18,619,  18,706-8, 

18,777-94,  18,817-8,  18,836-51,  18,912 
Taxation  under  Schedules  A and  B 
18,415-24,  18,422,  18,426,  18,682- 

92,  18,714-25 


business  Turnover,  taxation  on  18,712-3 

Wholesale  18,569-79,  18,791-4 

Co-operative  Union,  Ltd 18,373-4 

Employers,  deduction  by 18,553-5 

Exemption  and  abatement  limits  ...  18,401 
Indirect  taxation  ...  ...  18,400,  18,461-4 

Local  Authorities  18,693-700 

Payment  of  tax  ...  ...  ...  ..  18,403 

Co-operative  Societies ; 

Accounts,  criticism,  Currie  ...  ...7856-64 

estimate  Aggregate  income  within  exist- 
ing Income  Tax,  London  ...  ...  ...  Ml, 456 

Agricultural  : 


Comparison  with  true  co-operation, 

Wherry  20,024,  20,032-8,  20,047-8, 

20,058-68 

Dealings  with  non-members,  Wherry 

20,029,  20,050 

Discounts  to  farmers  should  be 
credited  by  farmers  against  costs, 

London 19,751-4 

Dividend  to  farmers,  taxation  at 
source  advocated,  Wherry  20,027, 

20,028,  20,037 

Excess  Profits  Duty,  Wherry  20,028,  20,046 
Grant  to  Agricultural  Organisation 
Society  from  Development  Commis- 
sioners in  connection  with,  Wherry 

20,023,  20,072-4 

Method  of  trading,  Wherry 20,025 

Movement,  Wherry  ...  ...  ...  20,023 

Position  of,  and  assessment  at  the 
source  on  all  trading  profits 
advocated,  Wherry  ...  ...  20,023—87 

Reserves  and  non-taxation  com- 
plained of,  Wherry  ...  20,026,  20,077—80 

Return  to,  non-payment  of  tax  on, 

Cooper  ...  ...  ...18,749—56,  18,861—70 

Taxation  under  Schedule  B,  advo- 
cated, Wherry  ...  20,027,  20,028 

no  Analogy  to  clubs,  Pratt  ...  20,018—9 

Bacon  profits  and  method  of  dealing 

with,  Goodwin  ...  ...  ...  18,740-8 

Benefit  to  ratepayers,  example,  Cooper  18,873 
By-products,  Cooper,  18,505,  18,517, 

18,801-3,  18,898-900;  Goodwin, 

18,675-81,  18,824 
Cash  bonus  to  members,  Walker  17,482-7 

Coal  profits,  method  of  dealing  with, 

Goodwin  ...  ...  ...  •••  •••  18,739 

Competition  with  regular  traders, 
Montgomerie,  17,627-9,  p.  136  (4); 

Cahill  ...  ...  •••  •••  18,220 

Conversion  into  company,  possibility  and 
method,  Montgomerie  17,620,  17,660 
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Co-operative  Societies— cont. 

Dealings  with  non-members  : Walker, 

17,335,  17,523-7 ; Montgomerie,  17,626, 
17,655-8,  17,674,  Cahill,  17,939, 

London , 19,421,  19,427,  19,457  (III.) ; 

Wherry  20,029,  20,050 

Check  system  of  ascertaining  amount 
of  non-members’  purchases,  Cooper 

18,478-83 

Discounts  to  non-members,  not 
treated  as  profits,  London  19,490-512 
Increase  owing  to  compulsory  and 
war  contracts.  Co-operative  Union, 
18,415-6,  18,419,  18,489-528, 

18,556-60,  18,669-71,  18,673-4; 

Macintosh,  18,561-6;  Goodwin  18,566-d 
Profits,  London  ...  19,462,  19,496-8 

Profits  on  • 

Impossibility  of  stating,  Goodwin 

18,675-81 

Taxation  would  not  be  opposed 
but  for  administrative  diffi- 
culties, Cooper  18,609-11, 

18,766-72,  18,912,  19,695-9 

Proportion,  London  19,576-84 

Dividends  : 

Allocation  of  surplus,  method, 

Cooper  18,432-44,  18,450-1 

Exemption  from  Lax : 

Correspondence  with  Board  of 
Inland  Revenue  re,  Mont- 
gomerie   p.  138-9  (26)-(29) 

Error  of  authorities,  Mont- 
gomerie, 17,649;  Cahill,  17,926, 

17,947-51,  17,953,  18,119-23 
Payment  in  cash  or  crediting  to 
share  capital  account,  London  ...  19,428 
Rate,  Co-operative  Union,  18,410; 
Goodwin,  18,605—8 ; Cooper, 

18,640-2;  London  19,429 

as  Return  of  sums  paid  for  goods  in 
excess  of  cost  price,  Co-operative 
Union,  18,395,  18,411;  Cooper, 

18.548-50,  18,773-6,  18,908,  18,922-5 
Reply  to  argument,  Cahill  17,938-44, 
17,991-8024,  18,194-201,  18,225-8,  18,234-49 
are  not  Taxable  profit,  Goodwin, 

18,627;  Cooper,  18,632-42;  London, 

19,532-54,  19,585-9,  19,599-607 

Taxation : 

Attitude  of  Board  of  Inland 

Revenue,  London  19,683 

little  Bearing  on  question  of 

exemption,  Goodwin  18,551 

Legislation  necessary,  Cahill 

18,124,  18,145 

would  Remove  motive  to  thrift 
without  benefit  to  Exchequer, 

Cooper  18,757-61 

Excess  Profits  Duty,  London,  19,710-3; 

Wherry,  20,028,  20,046;  Montgomerie, 

p.  137  (7) 

Evasion  of,  Walker  17,331  (i),  17,401,  17,476-89 
Exemption  from  Income  Tax  : Bohn 

2183,  2255 

Abolition  advocated,  Blakemore  ...  19,920 
Benefits  of,  to  Societies,  and  advan- 
tage over  other  tiaders,  not  agreed 

with,  Cooper 18,874-82 

Burden  on  general  body  of  tax- 
payers, Blakemore  19,921  (ii) 

Claim  to  continuance,  Co-operative 

Union  18,426 

if  Continued,  system  will  be  extended 
and  more  tax  lost  to  Revenue, 

Cahill,  18,221-3,  18,256-9,  18,279,  18,291-2 
Criticism,  Currie  7678,  7870-83, 

7892-900 

Departmental  Committee,  1905,  on, 
Co-operative  Union,  18,389-96; 

London  19}444_5 

Disadvantage  to  private  traders, 

Blakemore  19,984-8 

Error  of  authorities,  Cahill 17,926 

Food  prices  increased,  Blakemore 

19,921  (iii),  19,987 


Co-operative  Societies— cont. 

Exemption  from  Income  Tax — cont. 

Granted  under  certain  conditions  no 
longer  existing,  Cahill  ...  18,160-80 

History  of,  London  19,622-30 

Injustice  of,  Walker  17,329,  17,408, 

17,432,  17,437-50,  17,568-80, 

17.584;  Blakemore  ...  ...  19,921  (i.) 

Rt.  Hon.  A.  Bonar  Law  on,  Walker  p.  143 
Loss  to  Revenue,  Walker  17,329, 

17,331,  17,462-5;  Montgomerie 

17,654;  Cahill  17,932 

Opposition  by  private  traders,  Pool  12,941 

Position  re  and  statutory  provisions, 

Cahill,  17,929;  Co-operative  Union, 
18,382-97 ; London  19,433-43, 

19,446-62,  19,478-89,  19,565-76 
under  Schedule  C,  no  reason  known, 

London  19,757 

Societies  registered  under  Industrial 
and  Provident  Societies  Acts, 
1893-1913,  are  ordinary  traders, 
and  not  entitled  to,  Montgomerie 
17,613-38,  17,669-70,  17,674,  p.  137  (8)-(ll) 
Unfair  competition  with  ordinary 
traders  in  purchase  of  farms  and 

lands,  Blakemore  19,921  (iii.) 

History  of  movement  and  legislation  re, 

Co-operative  Union  18,375-81 

Houses  built  by,  let  to  members  only, 
and  profits  on,  on  a par  with  trading 

surplus,  Cooper  18,497-9 

Income  arising  from  investments,  lia- 
bility to  tax  admitted,  Cooper  18,628-31 
Income,  should  not  be  taxed  at  the 
source,  Co-operative  Union  ...  18,405-6 

Initiation  of,  Cahill  ...  ...  ...  18,160-3 

Interest  on  loans  and  deposits  : 

Deduction  of  tax  before  payment  of, 

and  discontinuance  of,  London  19,446-9 
Non-deduction  of  tax  in  paying, 

Co-operative  Union  18,422,  18,652-5 

Land,  exemption  under  Schedule  B, 

opinion  re  claim,  London  ...  19,755-3 

as  Legal  entity  in  certain  cases,  Cooper, 

18,661-7,  18,795-7;  Goodwin  ...  ...  18,668 

Limited  company  trading  largely  with 
own  shareholders  as  entitled  to  same 
treatment,  question  of,  Cooper, 
18,855-8,  18,913-7;  Goodwin,  18,860-1,  18,918 
Manufacturing  by,  Cooper  ...  18,500-5 

Members  : 

Admission  rules,  Montgomerie  p.  142  (35) 
Class  of,  and  proportion  liable  to 
tax,  Walker,  17,377-407;  Mont- 
gomerie, 17,670,  p.  133(25)  (26); 

Cahill,  17,936,  17,959-84,  18,076, 
18,081-95 ; Co-operative  Union, 

18,422,  18,472-7;  Cooper,  18,888; 

London,  19,716-23,  19,743-4,  p.  142-3 

Information  by  officers  to  Revenue 
authorities  of  members  probably 
liable  to  tax,  Cooper,  18,654-9; 

London  ...  ...  ...  19,448,  19513—7 

Names  and  addresses  unobtainable, 

Walker  ...  ...  •••  17,608—10 

Position  compared  with  that  of 

shareholders  in  company,  Cahill  18,077-8 
Method  of  working,  PL.  Cox , 7243,  7257- 
61;  Co-operative  Union,  18,411; 

London,  19,424-9;  Wherry  ...  ...  20,025 

Nature  of,  London 19,420 

Number,  membership,  share  and  loan 
capital  and  interest,  1918,  Co-operative 
Union  ...  ...  ...  •••  18.407 

Objects  of,  B.  Walker,  17, 331(f);  Mont- 
gomerie, 17,630-2,  17,637-8,  17,669, 

p.  132;  Cahill,  17,946;  Cooper  ...  18,872 
Open  membership,  It.  Walker,  17,401, 
17,476-82,  17,488-9;  Cahill,  18,093, 

18,166,  18,173 

Operations,  statistics  each  year  1912- 
1916,  and  explanation,  London 

19,470-3,  19,518-28 
Operations,  nature  of,  B.  Walker...  17,335-6 
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Co-operative  Societies— cont. 

are  Ordinary  traders  and  analogous  to 
trading  companies  under  Companies’ 

Acts,  Cahill  17,927 

Origination  in  mutual  trading  among 
few  persons,  and  no  change  in  prin- 
ciple, Cooper  ...  ...  ...  18,782-94 

Position  of,  Co-operative  Union...  18,407-10 
Position  of  Local  Authorities  compared 
with,  and  both  should  be  treated 
equally,  Cooper  ...  ...  ...  18,693-700 

Prices,  reduction  oe  : 
to  Eliminate  profits : 

Possibility  of,  Walker  17,581-4, 

17,585  - 9 ; Cooper,  18,549, 
18,643-8,  18,651,  18,757-8, 

18,819-23,  18,832,  18,835-47, 

18,883-7,  18,892-900;  Goodwin, 
18,648-50,  18,824-31,  18,833-4, 

18,838-9,  18,901-4 
Possibility  of,  not  an  argument 
against  taxation,  Montgomerie 

17,676-86 

not  Practicable,  Cahill  17,952, 

18,025-35,  18,184-8,  18,229-33,  18,278 
Evasion  of  Excess  Profits  Duty  by, 

Walker  17,482,  17,487 

would  Result  from  taxatidn,  Cahill  18,046-8 


Profits  : 

Definition  of,  extension  to  include 
dividend  question,  Harrison 

27,276-9,  27,291-3 

of  Distributing  and  wholesale 
Societies,  explanation  of  large 
difference,  Cooper  18,531—4 ; Good- 
win ...  ...  ...  •••  18,535-6 

Mode  of  application  of,  provision 
for,  in  rules,  Montgomerie  17,646- 
7,  17,672,  17,674,  pp.  138  (15)  (25); 

139  (27);  140  (30);  142  (35) 
not  Ordinary  profits,  and  should 
not  be  taxed,  Co-operative  Union 
18,426;  Cooper  18,452-8,  18,465-71, 
18,581-98,  18,706-8,  18,777-9, 

18,817-8,  18,836-51,  18,912;  Good- 
win 18,619,;  London  ...  18,452-60 

Ordinary  trading  profits  made, 

Cahill  17,942,  17,  985-8024,  18,280- 

4,  18,287-90,  18,293-5 
Ordinary  trading  profits  made,  but 
obscuring  of,  by  substitution  of 
word  “ surplus  ” for  “ profits,” 
Montgomerie  17,639-44,  17,650 

17,670-3;  p.  138  (12)  (13)  (14)  (27); 

p.  140  (30) 

Taxation  difficulties,  London  19,668-9 

Trading  profits  made  in  certain 

cases,  London  19,430 

Profits  and  dividends  paid  by  wholesale 
societies  to  retail  societies,  Cahill 

17,944,  18,112-7 

Property  of,  Co-opera cive  Union  ...  18,408 
Public  investments,  exemption,  and  taxa- 
tion advocated,  Cahill  17,955-6 

Purchasers’  tickets,  advance  of  money 
on,  formerly,  and  steps  taken  to  stop, 

Cooper  18,484-8 

Rateable  value  of  shop  and  other  property 
reduced  by  movement,  Walker  17,338, 

17,528-30 

Registration  under  Companies  Acts,  reso- 
lution by  National  Chamber  of  Trade, 

Blakemore  19,920 

Reserve  funds  and  undistributed 
profits  : 

Exemption  of,  and  unfairness 
Walker,  17,331  (g)  17,549-55; 

Montgomerie,  17,635-6;  Cahill, 

17,932,  17,937,  18,191-2 
Distribution  occasionally,  Goodwin  18,711 
Large  amount.  Cahill  17,937, 

18,042-4,  18,098-102,  18,190-2 
Nature  of,  Cooper,  ...  18,445-51, 

18,599-603,  18,612-5 ; Goodwin, 

18,616-21 ; London 19,559-61 


Co-operative  Societies— cont. 

Reserve  funds  and  undistributed  profits — cont. 
Shareholders  have  no  right  to  share 
in,  Cahill  ...  ...  18,297—301 

Sale  of  farm  produce,  non- assessment  of 
land  under  Schedule  B,  claim,  Co- 
operative Union,  18,424;  Cooper  ...  18,714-25 
Sales,  profits,  &c.,  statistics,  It.  Walker, 

17,331  (d),  17,467-70,  Cahill,  17,939, 

17,941-2,  18,103-11,  18,193 
Shareholders  should  be  in  same  position 
as  those  of  limited  company,  B.  Walker 

17,451-61 

Shares  . 

Limitation  of,  Montgomerie, 
17,655-9,  17,674,  pp.  137  (31)-(34), 

138  (36),  (37);  Cahill  18,138-42; 

London 19,423 

Payment  to  next-of-kin,  Cooper  18,459-60 
Shipping  trade,  Goodwin  18,726-31, 

18,826-9,  18,901-4 

Soap  works  profits,  method  of  dealing 
with,  Goodwin  ...  ...  •••  •••  18,732-8 

Statistics  re,  London  ...  •••  •••  19,432 

Surpluses  : 

not  Taxable  profits,  London,  19,452, 

19,563,  19,608-15,  19,631-40  19,701-6 
Taxation,  and  deduction  of  Sch.  A 
and  B assessments  from  total  profits, 
possible  method,  London  ...  19,673-7 

Treatment  as  taxable  profits,  new 
definition  of  profit  would  be 
necessary,  and  special  regulation 
required  and  great  difficulties 
involved,  London,  ...  19,619—21,  19,641—58 

Surpluses  and  reserves,  interest  more 
than  covered  by  tax  under  Schedule  A, 

London  19,461 


Taxation  of  : 

Administrative  inconvenience  of  sub- 
sequent repayments,  reply  to, 

Cahill 17,936,  18,096-7,  18,273-5 

Advocated,  Currie,  8274-6;  W.  Allen, 

17,193,  17,210,  17,255-84;  B. 

Walker,  17,333-41,  17,541—4, 

17,592-606;  Montgomerie,  17,660- 
2;  Cook,  17,724;  Cahill,  17,930, 

18,220,  18,276-7,  18,285-6,  18,302-6 ; 

Quin  24,340,  24,371,  24,381-93 

Advocated  when  trading  with  non- 
members,  Martin,  5824,  5857, 

5931-4,  5955-87,  6047-50;  W.  Cash, 

8291,  8530-52 

Advocated  when  trading  with  non- 
members,  and  proposal  for  special 
tax  by  levy  upon  turnover,  Currie, 

7678,  7802,  7864-900.  7913-5 
Benefit  to  members,  and  many  co- 
operators  in  favour  of,  Cahill, 

18,046-8.  18,181-3 

same  Conditions  as  other  traders 
advocated,  B.  Walker,  17,334; 
Montgomerie,  17,684,  17,703-4; 

Cook  _ •••  17>710 

Difference  from  ordinary  trading 
company,  only  one  of  method  of 
assessment,  Cooper,  18,384-5, 

18,428-31,  18,537-44,  18,905-7 
Direct  hardship  on  poorer  members. 

Cooper  ...  •••  18,545-7 

Equivalent  to  protection  received 
from  State,  advocated,  Thompson 

18,336,  18,345-54 

Evidence  against,  question  of  value 
to  he  attached  to,  Cahill  ...  18,154-9 

Exemption,  see  that  title  above. 

Liability  to,  owing  to  limiting  shares 
and  selling  to  non-members,  Mont- 
gomerie ...  •••  17,655-9,  17,674 

Limit  of  turnover,  proposal,  Cahill 

18,209-12 

at  Lower  rate,  proposal  not  favoured, 

Cahill  - 18,308-13 
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Co-operative  Societies— cont. 

Taxation  of — cont. 

Methods,  Cahill  18,203-9 

Objections  to,  reply  to,  Cahill  ...  17,934 

Position  and  statutory  provisions, 

Cahill,  17,929;  London,  19,433-43, 

19,446-62,  19,478-89,  19,565-76 
Position  re,  and  need  for  alteration 
of  law,  R.  Walker,  ...  17,345-58, 

17,360-73,  17,491-502 
of  Profits  from  services,  advocated, 

Cahill  17,954 

non-Repayment  of,  to  shareholders, 
proposal,  R.  Walker  ...  17,409-36 

Repeal  of  certain  Sections  of  Indus- 
trial and  Provident  Societies  Act, 

1893,  advocated,  Montgomerie  ...  17,661 
Revenue  results,  Cahill  18,067-76, 
18,080-95,  18,136-7,  18,251-8; 

London,  19,463-8,  19,475-6,  19,517, 

19,529-31,  19,716-38,  19,759-76 
on  Schedule  A,  R.  Walker,  17,410-9, 
17,440-9,  17,474,  17,535-7;  Cahill, 

18,203-9,  18,251-5 
on  Annual  value,  less  repairs 
allowance,  London  ...  19,730-1 

under  Schedules  A and  B : Cahill, 

18,060-6;  London  19,446.  19,451,  19,458 
Aggregate  amounts  of  tax  pay- 
able, 1919-20,  London 19,474 

nori-Assessment  advocated,  Co- 
operative Union  18,423,  18,426 

no  Reclaim  or  Abatement  by  or 
to  members,  Co-operative 
Union,  18,422;  Cooper  18,682-92 

Statistics  and  over-taxation,  Co- 
operative Union,  18,413-22; 

Cooper,  18,682—92;  Goodwin  18,692 

at  the  Source,  advocated,  Mont- 
gomerie, 17,624,  17,662;  Cahill  18,213-23 

would  be  Tax  on  savings,  and  if 
levied  to  apply  also  to  non-co- 

operators,  Cooper  18,809 

on  business  Turnover,  would  only  be 
agreed  to  if  a general  tax,  Cooper 

18,712-3 

on  Turnover,  might  be  possible, 
Harrison  27,274-5,  27,283-5, 

Collins  27,286-7,  27,289-90 

Unfair  preference,  appearance  of, 
question  of  possibility  of  removing, 

London  19,659-77 

Trade  of,  1918,  Co-operative  Union  ...  18,408 
Trading  capital,  nature  of,  London  ...  19,422 
£2  million  bonds,  issue,  Cahill  18,093,  18,176 

in  Union,  capital,  sales  and  profits,  1917, 

Cahill  ...  17,932,  18,038-46,  18,049-59 

Wholesale,  method  of  working  and  rela- 
tion to  retail  societies,  Goodwin 

18,569-79;  Cooper 18,791-4 

Writing  down  of  assets,  Cahill  18,044-5 
18,250-3;  London  ...  19,726,  19,779-82 

Co-operative  trading,  universal,  desired,  and 
question  of  taxation  in  event  of,  Cooper 

18,637,  18,804-16 

Co-operative  Union  of  Great  Britain  and  Ireland  : 

Evidence  on  behalf  of,  see  Cooper,  New- 
man Hall;  Goodwin,  Thomas;  and 

Macintosh,  Robert  18,372-927 

Membership,  etc 18,373-4 

Copyrights : 

Abroad,  allowance  for  wasting  assets 

advocated,  Leake  ...  3684-90,  3695-6 

no  Allowance  for  wasting  assets  advo- 
cated if  vendor  liable  to  British  Income 

Tax,  Leake  3613-7,  3684-90 

Depreciation  allowance  question,  W. 

Cash  ...  ...  ...  ...  ...  8283 

Departmental  Committee,  1905  report, 

Board  of  Inland  Revenue  ...  p.  194,  195 
Memorandum,  Board  of  Inland  Revenue  p.  194-5 


Copyrights— cont. 

Royalties,  as  earned  income,  Collins, 
26,922-5;  Board  of  Inland  Revenue  p.  192  (14) 
Royalties  paid  to  non-residents,  escape 
from  tax  and  proposed  remedy,  Collins, 
26,909-21,  26,926-32;  Board  of  Inland 
Revenue  p.  192 


Cost  of  Living : 

Increase,  Webb,  6881,  7129-32;  Sliirkie, 

9140;  F.  Hall,  19,091,  19,164-8, 

19,293-5;  Barker 19,144-64 

Increase  by  100  per  cent,  not  agreed  to, 

Bowley  ...  ...  ...  6622,  6629-32 

Cottage  property,  recovery  of  duty  from 
landlord  advocated,  Ereaut  ...  ...  4793 

Cotton  mills,  base  stock  principle  of  valuing 
stock  in  process  should  be  admitted. 
Federation  of  Master  Cotton  Spinners' 
Associations,  Ltd.,  13,828;  Garnett,  13,869- 
99,  13,913-30,  13,974-80,  13,990-4,  Brierley 

13,983-4 

County  Court,  Hamilton,  actions  for  recovery 
of  small  sums  of  tax,  Sliirkie,  9139,  9156-70, 
9252-90,  9318-22,  9404-6,  p.  110,  Board  of 

Inland  Revenue  note  p.  110 

Coupons  for  dividends  payable  abroad, 
realized  through  bankers  or  dealers  in 
England,  taxation  system,  Hamison, 

14,448,  p.  61  (4),  p.  62  (5) 
Courts  of  Justice  employees,  assessment  by 
Departmental  Commissioners,  Collins 

p.  34  (116),  (117) 


COX,  H.  BERTRAM,  Solicitor  of  Inland  Re- 
venue   26,613-834 

Appeals,  26,623-4,  26,627,  26,659-68, 

26,688-703,  26,761-75,  26,789-801, 

26,806-25,  26,830-3 

Forms 26,620 

“ Income  ” definition  question  ...  ...  26,746 

Income  Tax  Act  (1918),  26,613-5,  26,631- 

4,  26,636,  26,729-33,  26,757-8,  26,780-8 
Income  Tax  Act,  new  and  simplified, 

26,614,  26,616-9,  26,638-54,  26,678-87, 

26,734-43,  26,752-3 

Income  Tax  law  26,655-8 

Profits  definition,  question  26,617,  26,683-71 

Relief,  specific  cause 26,708-27 

Repayment  26,625 

Schedules  26,621,  26,669-71 

Super-tax  26,622,  26,672-7,  26,704-7 

Surveyors,  instructions  to 26,776-9 

Taxation  at  source  26,622 

COX,  HAROLD 7,243-404 

Children  allowance  7297,  7336-8,  7379-84, 


7389-90 


Collection  of  rates  and  taxes,  combina- 
tion   7303-10,  7347-52 

Co-operative  Societies  7243,  7257-61 

Deductions  7297-301 

Differentiation  scheme,  1906  ...  p.  55  (12) 

Exemption,  subsistence  theory  7369-72 

Graduation  scheme,  1906  p.  52  (14) 

Indirect  taxation  7245,  7262,  7287,  7374-5 

Local  Income  Tax 7341-51,  7393-403 

Repayments  ...  ...  ...  ...  ...  7368 

Schedule  D 7278 

Taxation  at  the  source,  1906  ...  p.  62  (7) 

Universal  tax,  7243-7,  7263-73,  7277-95, 

7286-9,  7339-40,  7353-4,  7370,  7373 

Wage-earners,  deduction  of  tax  weekly  by 
employers,  7243,  7248-61,  7257-61, 

7274-6,  7280-5,  7311-35,  7356-67,  7372, 

7376-7,  7385-8 

Wife  allowance  7297,  7336-8,  7379-84,  7389-90 


CRAIG,  Commander  HERBERT  JAMES, 
Chairman  and  Managing  Director  of  Bor- 

ries,  Craig  & Co.,  Ltd 11,984-12,060 

Foreign  Shipping  Companies  trading 
with  England,  attempt  to  levy  Income 
Tax  on,  protest  and  proposal  11,984-2060 
Crematoria,  see  Cemeteries  and  Crematoria. 
CROOK,  CHARLES  W.,  on  behalf  of  the 
National  Union  of  Teachers  ...  ...  5729-5802 

Abatements,  limit  5730  (a),  5742 
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CROOK,  CHARLES  W.—cont. 

Appeals  ...  ...  ...  ...  ...  5733 

Deduction  from  salaries  5732,  5757-60,  5776-93 
Married  persons,  assessment  of  5730  (c),  5746-52 
Repayments  ...  ...  ...  ...  5733,  5761-3 

Room  and  office,  relief  for 

5731,  5740,  5764-71,  5794-6 
School  Teachers  (Superannuation)  Act, 

1918  5731,  5735-40,  5753-6,  5797-800 

Wife  and  children  allowances  5730,  5742,  5772-4 
Crown  Employees,  assessment  by  Depart- 
mental Commissioners,  Collins,  394-7,  407-8, 

p.  34  (116),  (117) 

CURRIE,  GEORGE  W.,  Chairman  of  the 
Special  Income  Tax  Committee  of  the  Asso- 
ciation of  British  Chambers  of  Commerce, 

&c.  7670-92,  7715-982 

Extent  to  which  evidence  representative 
of  views  of  Association  7728-30,  7851-2 

Accounts  ...  7674,  7769-80,  7853-8,  7910-3 

Annuities  and  pensions  7725-6 

Assessment,  simplification  7670,  7691,  7720,  7961 
Bank  deposits 

7676,  7682,  7691,  7965-70,  7718-20,  7961 

Connected  businesses  7676 

Co-operative  Societies 

7678,  7802,  7856-900,  7894-901,  7913-5,  8274-6 

Depreciation 7671 

Earned  or  unearned  incomes  ...  7679,  7723 

Evasion  and  fraud  ...  7674,,  7951-64,  7978-9 

Excess  Profits  Duty  7750 

Exemption  limits,  7672,  7684,  7715,  7731 

7738-68,  7906-9 

Farmers,  7675,  7691,  7720-1,  7781-800, 

7938-50 

Graduation  7672,  7682-91,  7815-47,  7918-32 
Life  Assurance  ...  ...  ...  7677,  7982 

Married  persons,  assessment  of,  7680, 

7688,  7737,  7804-14,  7724,  7916,  7971-6,  8254-6 

Patents,  depreciation  7681 

proposed  Reliefs,  estimated  cost  and 
methods  of  meeting,  7683-91,  7715-21 

7731-7,  7815-47  7915-32 

Removal  of  business,  allowance  ...  ...  7681 

Supplementary  memorandum,  not  repre- 
sentative of  views  of  Association,  Firth  7894—6 
Taxable  income  ...  ...  ...  7682,  7848-50 

Taxation  at  the  source  7673,  8265-70 

Trading  debts  ...  ...  ...  ...  7977 


DAGG,  J.  RALPH,  Dp.  Ec.,  Trinity  College, 

Dublin,  J.P 20,796-914 

Abatements  ...  ...  ...  ...  20,899—901 

Assessment  of  vested  purchasers  and 
tenant  farmers,  Ireland,  20,797-801, 
20,811-45,  20,859-62,  20,865-96,  20,902-3, 

20,907-12 

Collection  ...  ...  ...  ...  ...  20,802 

Collection  at  the  source  20,804 

Demand  notes  20,913-4 

Evasion  ...  ...  20,803,  20,846—9,  20,858 

Graduation  ...  ...  ...  20,805—7,  20,904—6 

Indirect  taxation  ...  ...  20,805,  20,899—900 

Darngavil  wagon  case,  Sewell,  24,608;  Tudor, 

24,615;  Teale  24,633 


DARWIN,  Major  LEONARD,  President  of 
the  Eugenics  Education  Society  15,780-882,  p.  126-7 
Bachelors  and  spinsters,  Super -tax 

15,852-6,  15,861-3 

Birth  rate,  proposed  Income  Tax  reform 
from  point  of  view  of  ...  15,780-882,  p.  131 
Universal  tax  ...  15,791,  15,826-30,  15,858-60 

Dates,  specified  in  Act,  for  stages  of  pro- 
cedure, proposed  revision,  Hewitt 21,576 

Davey,  Lord,  quoted,  T.  H.  Hall  ...  ...  22,932 

DAWKINS,  G.  F.,  Consolidated  Goldfields  of 
South  Africa,  Ltd.,  statement  re  Mine 
development  and  Income  Tax  p.  132 


DAWSON,  SIDNEY  STANLEY,  J.P., 
M.'Com.,  F.C.A.,  on  behalf  of  the  Associa- 
tion of  Trade  Protection  Societies  of  the 
United  Kingdom  (joint  evidence) 

17,190-8,  17,204-95 
17,193,  17,195,  17,208-9 


DAWSON,  SIDNEY  STANLEY— cont. 

Association  of  Trade  Protection  Societies 
of  the  United  Kingdom  ...  ...  17,243-51 

Children,  wife  and  dependants  allowances 

17,196,  17,221-9 

Collection  17,194,  17,211-5 

Co-operative  Societies  17,193,  17,210,  17,255-84 
Depreciation  allowances 

17,193,  17,197,  17,217,  17,219-20 
Earned  and  unearned  income 

17,198,  17,239-42,  17,287-95 
Leaseholds  ...  ...  ...  ...  ...  17,197 

Minors 17,198,  17,230-8,  17,285-6 

Patents  17,197 

Deal  and  Walmer  Women’s  Service  Society, 
resolution  in  favour  of  separate  taxation 
of  married  persons  ...  ...  ...  ...  2943 

Death  Duties : 

Burden  of,  taken  into  consideration  in 
proposing  greater  burden  on  higher 
incomes,  R.  V.  N.  Hopkins  ...  4186-90 

Comparison  with  Income  Tax,  Edgeworth  11,793 
Incidence,  question  of,  connection  with 

Income  Tax,  Martin  6097-9 

Property  in  Dominions,  Sir  F.  Young, 

843-4,  888-94 

Two-thirds  of  property  left  by  only  4,000 
persons,  and  higher  rate  of  tax  conse- 
quently advocated,  Money,  10,597-8,  10,769-86 

Debenture  Issue  expenses,  allowance  pro- 
posed, W.  Cash  8283 

Debenture  and  loan  interest,  taxation  at  the 

source,  Board  of  Inland  Revenue  ...  p.  62  (5) 

Debts,  Bad  and  Doubtful,  Allowance  for  : 

General  provision  for,  should  be  allowed, 

B.  B.  Hopkins  13,048,  13,214-9 

Sums  subsequently  recovered  should  by 
law  form  part  of  gross  trading  receipts 
of  year  of  recovery,  W.  Cash,  8358-9; 

Howe,  13,454-6,  13,528-9,  13,547-54, 

13,693-8 

Deduction  at  the  Source,  see  Taxation  at  the 
Source. 

Deductions,  see  Allowances. 

Deer  Forests : 

Double  assessment  in  certain  cases  and 
possible  need  of  amendment,  Home, 

22,808-31;  Harrison  27,074-119 

Exemption  from  Schedule  D payment, 
objection  to  arbitrary  exemption,  Har- 
rison ...  ...  ...  ...  27,205—15 

Schedule  B not  applicable  to,  Home  22,808-30 
where  Sporting  rent  exceeds  full  taxable 
profits  obtainable  under  Schedule  A 
and  B if  turned  to  any  other  purpose, 
taxation  once  only,  would  be  practic- 
able, Harrison  27,217-20 

Demand  Notes : 

Difference  from  returns,  explanation 
should  be  sent  by  Surveyor,  and  omis- 
sions would  be  due  to  war  pressure, 
Harrison  ...  ...  ...  25,268-71 

Issue,  defective  system,  Dagg  ...  20,913-4 

should  be  Issued  simultaneously  with 
notice  of  charge,  preferably  in  one 

form,  Hewitt  21,572 

all  Necessary  particulars  should  be  given, 

Quin 24,346,  24,373,  24,505-7 

One  only  for  each  instalment,  proposal, 

Cong  don,  Henderson  ...  ...  ...  26,396 

Repeated,  drawback  of,  Congdon,  Hen- 
derson   26,389 

Denmark : 

Assessment  of  married  persons,  Board  of 

Inland  Revenue  p.  106 

Children  allowances,  Board  of  Inland 
Revenue  ...  ...  ...  •••  •••  P-  109 

Differentiation,  Board  of  Inland  Revenue  p.  109 
Double  Income  Tax,  Harrison  ...  ...  6341-2 

Graduation,  Board  of  Inland  Revenue  p.  107  (10) 

Departmental  Commissioners,  system,  Binns, 

23,227-32,  23,348-9 

2G 
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Departmental  Committee  (Lord  Ritchie’s),  1904-5  : 
Decision  re  Co-operative  societies,  wrong, 

Cahill  18,146-53 

Evidence  and  Reports  : 

Annuities,  Low 16,587 

Assessment  basis.  Booty,  12,063 ; 

Nelson,  19,795;  Board  of  Inland 
Revenue  ...  ...  ...  •••  p.  77 

British  subjects  resident  abroad,  ex- 
emption and  abatement,  Dick  ...  5063 

Copyrights,  Board  of  Inland  Revenue 

pp.  194,  195 

Co-operative  Societies,  Co-operative 
Union,  18,389-96;  London  ...  19,444-5 

Evasion,  Board  of  Inland  Revenue  ...p.  75-6 
Non-residents,  Harrison,  6374-8, 

6387;  Mace  10,301  3 

Patents,  Board  of  Inland  Revenue  ...  p.  194 
Penalties  for  evasion,  London  ...  12,404 
Returns,  Board  of  Inland  Revenue  p.  53  (10) 
Taxation  at  the  source,  Board  of 

Inland  Revenue  p.  62  (6) 

Terminable  annuities,  R.  V.  N. 

Hopkins,  39 p.  72 

Three  years’  average  system,  Harri- 
son   15,150-80 

Wasting  assets,  Board  of  Inland 
Revenue  ...  ...  ...  p.  63  (7),  (8) 

Wear  and  tear  of  plant  and 
machinery,  Board  of  Inland 

Revenue  pp.  65  (6),  65-6 

Terms  of  reference  to,  and  recommenda- 
tions of,  R.  V.  N.  Hopkins  ...  p.  2 (15),  (16) 

Dependent  Relatives  Allowance : 

Amount  : 

£30  proposed,  and  example  of  results, 

R.  V.  N.  Hopkins  ...  3984-6,  3993,  4090 

£50  advocated,  Quin  ...  ...  ...  24,327 

£120  on  incomes  below  £400,  and 
diminishing  amount  as  income  in- 
creases, proposal,  Wolstenholme, 
12,257-60,  12,318-24;  R.  Jones, 

12,334-6;  Norman  12,337-41 

Increase : 

Advocated,  Cook  17,728 

Recent : 

Approved,  Dawson  ...  ...  17,228 

Rayner,  8858;  Pratt, 

19,901,  19,929-30 
Relief  not  sufficient,  Money 

10,903-5 

Increased  cost  of  living  should  be 
considered,  Pratt  ...  ...  ...  19,901 

One-third  of  exemption  limit,  sub- 
ject to  certain  restrictions,  pro- 
posal, Parsons  1557 

Amounts  of  tax  payable  and  effective  rates 
on  selected  incomes  under  present  and 
proposed  scales  of  abatements,  R.  V.  N. 

Hopkins  ...  ...  ...  ...  ...  3994 

Apportionment  of  relief  in  case  of  joint 
maintenance,  practice  should  be  made 
statutory,  Board  of  Inland  Revenue  ...  p.  210 
Case  of  relative  in  nursing  home,  &c., 
not  met  by,  Ereaut  ...  ...  ...  4778 

Claim,  form,  Collins  ...  ...  p.  42,  p.  45 

Continuance  approved,  R.  N.  Carter  ...  3141 

Father  or  mother  maintained  by  son, 
allowance  advocated,  Shirkie  ...  9145,  9224-8 
on  £500  income  relief  in  taxation  of  about 
£10  for  each  dependent,  proposal, 
Professional  Workers’  Federation, 

12,248;  Wolstenholme  12,259-60 

as  part  of  Graduation  system,  It.  V.  N. 

Hopkins  8,  3974-7,  p.  4 (10) 

Income  Limit  : 

£1,000  advocated,  Dawson  17,196,  17,221-9 
£1,500,  proposal,  R.  V.  N.  Hopkins  3991-3 
Raising  of,  advocated,  Aveling  19.970-2 
Irrespective  of  income,  advocated.  Quin 

24.327,  24,448 

Limit  of  dependant’s  income,  30s.  3 week 

advocated,  Lucas *1,186 


Dependent  Relatives  Allowance— cont. 

Larger  recognition  of  needs  advocated, 

Hughes  4614-9,  4653 

“ Manufactured  ” dependants,  dangers 

not  great,  Hughes 4654-7 

None,  Japan,  R.  V.  N.  Hopkins p.  104 

Note  by  Board  of  Inland  Revenue  ...  p.  84 
in  Proportion  as  maintenance  has  been 
incurred  in  one  whole  Income  Tax  year, 
proposal,  G.  R.  Carter  ...  ...  ...  20,148 

Prussia,  R.  V.  N.  Hopkins  ...  ...  p.  102 

Scheme,  Hughes  4549-50,  4622-4 

where  Son  maintaining  family,  proposal, 

Shirkie  9145,  9291-3 

South  Africa,  R.  V.  N.  Hopkins p.  99 

Deposits,  see  Bank  Deposits. 

Deposits,  Mineral,  see  Minerals. 

Depreciation : 

Allowances  : 

See  also  Buildings  and  Plant  and 
Machinery. 

must  be  Adequate  in  order  to  ensure 
maintenance  of  capital  intact, 

Muspratt,  Biggart  ...  16,060 

Advocated  where  income  arising 
abroad,  Leake  3684-90,  3695-6,  3718 
American  provision  better  than 

English,  G.  M.  E.  Jones  5218 

for  Annual  reduction  in  value  from 
whatever  cause : 

Criticism  of  proposal,  Board  of 
Inland  Revenue  ...  p.  201  (17) 

Proposal,  Leather  7705 

Appeal  to  Board  of  Referees,  see 
under  Board  of  Referees. 

Application  of  proposals  to  farming 
industry  advocated,  Leather  ...  8137-9 
for  Capital  outlay  on  new  and  ex- 
tending industries,  advocated. 

Norton  7702-4,  8095-108 

in  respect  of  Capital  used  up  and 
exhausted  in  earning  profits,  claim, 

Norton 7693 

Class  of  trades  to  which  allowance 

should  apply,  Leather  8139-42 

Deputation  from  the  Association  of 
British  Chambers  of  Commerce  to 
the  Board  of  Inland  Revenue, 

Nov.,  1913,  extract  from  report  of 
proceedings,  Norton  ...  p.  119-21 

for  Excess  Profits  Duty,  should  be 
allowed  also  for  Income  Tax, 

Johnston,  19,345 

• Fixing  of : 

by  Central  authority  not  advo- 
cated, Board  of  Inland  Re- 
venue   p.  202  (20) 

by  Committees  of  industrial  and 
commercial  men  proposed,  with 
appeal  to  Board  of  Referees, 

Rayner  ...  8842,  9100-4,  8978-9028 

by  Independent  body,  proposal, 

Norton,  7704,  8134 ; Leather  8134-6 

Rates  should  be  agreed  with  re- 
presentatives of  trades  in- 
. terested  and  Inland  Revenue 
authorities  should  take  initia- 
tive, Norton,  7701,  8085-93; 

Leather  7705 

General  Commissioners  as  final  court 

of  appeal  re,  W.  Cash  ...  8397-401 

General  guiding  section  that  every 
cost  of  production  should  be  ad- 
mitted as  expense  in  estimating 
net  profits,  question  of,  Hook  10,062-6 

Importance  of  question  from  point 
of  view  of  German  competition, 

Norton  7702,  8143-5 

Inadequate  and  scope  too  limited, 
Parsons,  1740;  Leake,  3714-7, 

3864-6;  W.  Cash  8283,  8395 

Inland  Revenue  authorities  gener- 
ally very  fair,  W.  Cash  8394-5,  8477 
Items  that  should  be  covered  by, 

Leather  7705 
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Depreciation— cont. 

Allowances — cont. 

Methods : 

Allowance  based  on  quantity 

extracted,  Kook  9936 

Equal  annual  instalments  of 
original  cost,  Kook  9934,  10,110-20 
Fixed  percentage  on  written-down 
value,  most  convenient,  Kook 

9935,  10,003-5 

Publicity  needed,  Muspratt, 

Bigg  art  16,074,  16,209-16 

Sinking  fund  : 

Opinion  re,  Stamp 

9755-7,  9784-7,  9855-6 
Working  of,  and  advan- 
tages of  cost  of  produc- 
tion method,  Hook 

9937,  10,006-7,  10,101-20 
Principle  of  giving  96  per  cent,  on 
ships  might  be  applied  to  other 

assets,  B.  N.  Carter 3345 

Provision  for  writing-off  expenses  of 
semi-capital  nature  advocated, 

B.  N.  Carter 3147 

more  Reasonable  and  ample  allow- 
ances, importance  of,  Currie  ...  7671 

Scope  of,  and  comparison  between 
businesses  and  professions,  Mus- 

pratt  16,091-103 

Special  writing-off  allowance  granted 
to  controlled  firms  should  apply  uni- 
versally, Norton,  8095-108,  8122—6 ; 

Leather  ...  8119-20 

considered  Unjust  by  commercial 
community,  G.  M.  E.  Jones  ...  5418-9 

Definition  and  explanation,  Lea/ce  3595-607,  3615 

DICK,  L.  H.  M.,  on  behalf  of  The  Royal 
National  Pension  Fund  for  Nurses  ...  5054-94 

British  subjects  of  small  means  living 
abroad,  hardship  on,  and  some  measure 
of  relief  advocated  as  if  in  England  5055-94 

Dickens,  James,  on  allowances  for  deprecia- 
tion of  machinery,  1851-2;  Board  of  Inland 
Bevenue  p.  64-5  (2) 

Differentiation  between  Earned  and  Unearned 
Incomes : 

Abolition  : 

Advocated,  and  schemes,  Schooling, 

975-81,  1021,  1055-61,  1078-83; 

Brabrook,  1483,  1524-33;  W.  Cash, 

8291;  Edgeworth,  11,796,  11,804-12; 
Dawson,  17,198,  17,239-42,  17,287- 
95;  Quin,  24,326,  24,357,  24,529-38, 
24,574-6;  Maclcie  24,793  (5), 

24,802-3,  24,856-60 

above  Certain  point,  possibility, 

Schooling  1081-3 

not  Advocated,  B.  V.  N.  Hopkins  4204-15 
not  Advocated  so  far  as  small  and 
moderate  incomes  (up  to  £1,000) 

concerned,  Currie  7679,  7723 

Advantages  and  disadvantages  of  exist- 
ing system,  Best,  Eborall,  Osier, 

Young  25,749-50 

Amount  of  tax  payable  on  certain  in- 
comes and  effective  rate  charged,  table, 

B.  V.  N.  Hopkins p.  6 

Anomaly  as  regards  married  and  unmar- 
ried persons,  Harrison  27,221-31 

Approved,  Edwards,  2625;  B.  N.  Carter, 

3140;  Walker,  Lyon  18,936 

Argument  against,  owing  to  present  rise 
of  prices,  reply  to,  B.  V.  N.  Hopkins 

4200-8,  4291-2 

by  Capitalization  of  incomes,  schemes 

1842-52,  p.  54-5  (4)-(6) 
Consideration  needed  as  regards  income 

from  savings,  Parsons  1559,  1575 

Cost  of,  certain  years  from  1907-8.  Board 

of  Inland  Bevenue  p.  116 

Definition  of  Dilke  Committee  li.  V.  N. 
Hopkins  ..197-200 


Differentiation  between  Earned  and  Unearned 
Incomes— cont. 

Definition  should  be  maintained,  Nelson, 

19,813,  19,865-70 

on  Different  kinds  of  income  in  British 
Possessions  and  foreign  countries, 

Board  of  Inland  Bevenue  ...  p.  108-9 

Disliked,  J.  E.  Allen 1472  (20) 

Distinction  difficulty,  Parsons  1650-1,  1677 
in  Dominions  and  foreign  countries, 

B.  V.  N.  Hopkins,  4293,  4295-6,  pp.  97, 

98,  99,  101,  102,  104 

Exemption  of  portion  of  earned  income, 
scheme,  Best,  Eborall,  Osier,  Young, 

25,775,  26,121-8,  26,206-11 
Extension  advocated,  G.  B.  Carter, 

20,153,  20,155 

50  per  cent,  increase  on  unearned  in- 
come, scheme,  Zorn,  24,736-8,  24,758- 

71,  24,782-7 

Fixed  proportion  in  rate  between  two 
classes,  proposal,  Schooling  ...  975,  1021 

Handicap  on  persons  with  low  unearned 
incomes  (up  to  £400),  Collins  ...  26,846 

History,  B.  V.  N.  Hopkins,  45,  4047-62, 

4079,  pp.  1 (8),  2 (9)-(ll),  3 (18)-(20); 
p.  52  (16),  (18),  (19);  Board  of  Inland 

Bevenue  p.  54_6 

Income  from  capital  invested  out  of 

savings,  proposal  re,  Nelson  19,813 

Income  limit : 

£500  advocated,  Parsons,  1575,  1676,  1836-41 
£1,000 : 

Advocated,  Ereaut  ...  4779,  4856-2 
Advocated  if  differentiation  con- 
tinued, Dawson  17,198 

£1,000  instead  of  £2,500,  question 

of,  B.  V.  N.  Hopkins  4446-8 

Raising  of,  advocated  as  regards 
people  in  receipt  of  salaries, 

Johnston  19,348,  19,407-17 

Relief  should  apply  to  all  earned 
incomes,  Channell  (quoted  by 

Bremner)  15,915 

Unearned  income  below  £25  per 
annum  should  be  exempt,  G.  B. 

Carter  20,149,  20,194-5 

Unearned  incomes  under  £500,  treat- 
ment as  earned  advocated,  Gordon, 

1242  (3),  1252,  1269-71,  1342 
Incomes  over  £500,  proportion  attribut- 
able under  Schedule  D,  profits  derived, 
capital  employed  at  unearned  rate, 

proposal,  Nelson 19,813,  19,860-1 

Incomes  from  trade,  B.  V.  N.  Hopkins  4212 
Invested  savings  originating  from  per- 
sonal exertion,  as  unearned,  reply  to 
complaints  re,  B.  V.  N.  Hopkins  ...  4055-6 
Loss  of  benefit  and  examples,  Best, 

Eborall,  Osier,  Young  25,750,  25,778 

Loss  to  Revenue  from,  B.  V.  N.  Hopkins, 

4460;  Board  of  Inland  Bevenue  pp.  88,  91 
Nomenclature  in  Dominions  and  foreign 
countries,  Board  of  Inland  Bevenue  p.  189  (3) 
Objected  to,  personally,  Pratt  19,936,  20,000-2 

Partly  earned  and  partly  unearned  in- 
comes between  £2,000  and  £3,000, 

scheme,  Schooling  976-81,  1021-2 

Rate  of  tax  on  income  earned  personally 
should  be  reduced  to  one-half  of  that 
on  income  from  investments,  Budd 

23,887,  23,957-64,  24,106-25 
Rates,  1915—16,  1918—19,  I? . V.  N.  Hopkins  p.  17 
Regulation  of  abatement  according  to 
earned  income,  difficulties,  Collins  ...  26,847 
Schemes,  Beck,  17,100;  Best,  Eborall, 

Osier,  Young 

25,775-6,  26,121-8,  26,137,  26,206-2. 
Select  Committee  1851-2,  re  Board  of  In- 

Bevenue  p.  55  (5) 

Select  Committee  1861,  re  Board  of  In- 
land Bevenue  p.  55  (7) 

Select  Committee  of  1906,  B.  V.  N.  Hop- 
kins, 45,  197-200,  4049-52,  4079,  4215, 

p.  3 (17),  p.  55  (11)— (15),  p.  56 
System,  B.  V.  N.  Hopkins 

10,  p.  4 (6),  (7),  (8),  p.  5 
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Differentiation  between  Earned  and  Unearned 
Incomes— cont. 

Taxation  of  savings  : 

a Grievance,  G.  B.  Garter  20,164 

Grievance,  and  concession  advocated, 
as  regards  person’s  own  savings, 

Yratt 

19,902,  19,931-7,  19,973-7,  19,998-20,000 
Three  rates,  difficult  but  possible, 

B.  V.  N.  Hopkins 4214,  14,296-8 

Thrift  discouraged,  TP.  Cash,  8291;  Daw- 
son   17,198,  17,239,  17,287-95 

Treatment  of,  and  wasting  assets  on  simi- 
lar lines  impracticable,  Harrison  27,128-32 
“ Unearned  income  ” expression,  and 
possible  alternatives,  Collins,  26,843; 
Harrison,  27,354;  Board  of  Inland 
Bevenue  p.  191 

Direct  Taxation : 

Preferred  to  indirect,  and  other  forms 
than  Income  Tax  proposed,  G.  B.  Carter, 

20,196-203 

greater  Responsibility  would  be  felt  by 
taxpayers,  F.  Hall  19,312 

Directors’  Fees : 

See  also  under  “ Free  of  Income  Tax.” 
Deduction  of  tax  before  payment  advo- 
cated, Hewitt,  21,568;  Fergusson  ...  22,251 
Discharge  and  default  schedules,  functions 
of  Clerk  to  the  Commissioners  in  connection 

with,  Binns  23  012 

Discount  on  Prepayment  of  Tax,  see  Pre- 
payment. 

Discount  Houses,  Return  of  all  payments  for 
rent,  interest,  salaries,  fees,  &c.,  advo- 
cated, Mackie  ...  ...  ...  ...  24,793  (8) 

Disraeli’s  Differentiation  scheme,  1852,  p.  55  (61) 
Distraint,  see  under  Recovery  of  tax. 

Distributed  Profits,  taxation  of  trades  or 
manufactures  only  on,  question  of,  Stamp, 

. 9693-702 

District  Commissioners,  see  Additional  and 
General  Commissioners. 

Dividends  and  Interest : 

See  also  Interest. 

Bonuses,  sums  distributed  as,  should  be 
deducted  by  incorporated  undertak- 
ings from  assessable  profits,  Mackie, 

24,793  (7),  24,817 

Counterfoils  : 

Compulsory  issue,  opinion  re,  Harri- 

so«  25,101 

Equivalent  gross  dividend  should  be 
shown  on,  Quin  ...  24,335,  24,403-4 

Full  information  re  Income  Tax  treat- 
ments should  be  shown  on,  and 
counterfoils  should  be  legally  com- 
pelled to  be  issued,  Lakin-Smith...  7711 
Full  information  on,  proposal  ap- 
proved, Harrison  25  101 

Uniform,  showing  amount  of  stock, 
amount  and  rate  of  dividend  and 
tax  deducted,  &c.,  scheme,  Holme, 

_ J 23,900,  24,038 

Deduction  of  tax  at  the  source  should  be 
universal  if  system  retained  and  details 

shown  on  counterfoils,  Bayner 8842 

of  Dominion  Companies  paid  in  England, 
relief  to  shareholders  from  Double 
Income  Tax,  difficulties  experienced 

, .6315-25 

Umcial  dividend  warrant  forms,  proposal, 

Money  ...  10,548,  10,675-83,  10,686-7 

Remitted  out  of  the  United  Kingdom, 
proposal,  Mackie  24,793  (13),  24,907-11 

Dividends  and  Remuneration  paid  “free  of 

tax,”  see  under  “ Free  of  Income  Tax.” 

Dominion  Income  Taxes,  scope  of,  Harrison  6302-4 
Dorking,  Leith  Hill  and  District  S.E.C.  re- 
solution in  favour  of  separate  taxation  of 
married  persons  2943 


Double  Income  Tax : 

Allied  Countries  : 

should  not  be  Greater  than  higher 
rate  in  either  country,  Firtli,  7665, 

7667,  8009-12 

Hardship  on  branches  of  British 
houses  in,  and  proposed  relief, 

Firth  7666,  7667 

Colonial  and  foreign  capital  in  concern 
not  controlled  in  United  Kingdom,  no 
remission  advocated,  S.  E.  Cash  ...  16,084 
Colonial  or  foreign  trade  activities  in 
United  Kingdom,  no  remission  advo- 
cated, S.  E.  Cash 16,084 

Company  in  England  carrying  on  busi- 
ness abroad,  diagrams  illustrating 
constituent  parts  of  profits,  Stamp, 

9649-58,  pp.  127,  128 
Country  of  origin  of  profit,  Firth,  8017-23,  8034 
Dominion  and  foreign  systems,  provisions, 

Harrison  ..,  6337-50 

within  the  Empire  : 

Abolition  advocated,  Bayner 8842 

Adverse  effects  on  India,  McLeod 

1873-5,  1883 

Agitation  against,  Sir  F.  Young 

766-8,  781-3 

Alteration  but  continuance  as  regards 
foreign  countries,  question  of  effect, 

Sir  F.  Young 953-5 

Anomalies  connected  with,  McLeod...  1879 

Application  of  any  arrangements  re, 
outside  the  Empire,  position  re, 

Harrison  27,047-57 

British  tramways  in  Australia,  effect 

on,  Sir  F.  Young  912-3,  915-6 

Charge  for  “ double  services  ” : 

Injustice  of,  Sir  F.  Young 

771-2,  785,  832-42 
Justification  for,  Harrison  ...  6363-4 
Concessions  since  the  war,  B.  V.  N. 
Hopkins,  18,  66-7,  92-6,  p.  7 (20); 

Sir  F.  Young,  770,  783,  801-3,  p.  57 

(7);  Williamson  7657 

Concessions  of  temporary  nature  only, 
and  principle  not  affected,  Mosen- 

thal  2017,  2028,  2140-2 

Death  Duties  principle  might  be 

applied,  Sir  F.  Young  843-7,  888-95 

Debates  in  Parliament  since  1915 

p.  57-8  (9)— (10) 

Deduction  of  Dominion  tax  from 

United  Kingdom  tax  and  collection 
only  of  balance,  objections  to, 

Harrison  ...  6358 

Deduction  of  United  Kingdom  tax 
from  Dominion  tax  and  collection 
only  of  balance,  objections  to, 

Harrison  g359 

Demand  from  abroad  for  professional 

accountants,  Martin 5846 

Deputations  to  Prime  Ministers  of 
Australia  and  New  Zealand,  Firth  7666 
Difficulties  in  connection  with,  Harri- 

son  . . •••  6389-96 

no  Distinction  between  foreign 
countries  and  Dominions  until 
recently,  Sir  F.  Young  ...  770,  783 

Effect  on  businesses  with  head  offices 
or  control  in  England,  Sir  F. 

Young 779,  791_2 

Elimination,  difficulty  of,  Harrison...  6305-7 
Embargo  on  investment  of  money  in 

Colonies,  Williamson  7657 

English  company  with  investments  in 
Australia  and  elsewhere,  difficulty, 

Sir  F.  Young  ...  ...  ...  ...  876 

previous  Evidence  agreed  with,  Firth  7667 
Firms  doing  business  both  in 
England  and  South  Africa,  position 
of,  and  proposed  remedies,  Mosen- 
thal,  Auerbach  ...  ...  2009-168 
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Double  Income  Tax— cont. 

within  the  Empire — cont. 

Goods  made  in  one  country  and  sold 
in  another,  uniform  basis  for  allot- 
ting profits  desirable,  Mosenthal  ...2143-52 
should  not  be  Greater  than  higher 
rate  in  either  country,  Firth,  7665, 

8004,  8007 ; W.  Gash  8288 

Hardships,  JR.  V.  N.  Hopkins,  67, 

88-91,  181-4;  McLeod,  1877-8,  1894; 

Hick  5065,  5067-9 

Historical  Note,  Board  of  Inland 
JRevenue  ...  ...  ...  p.  57-8 

How  it  arises,  Harrison  ...  6299-300 

Imperial  aspect,  Sir  F.  Young,  771, 

783,  785,  789-90;  Mosenthal,  2025,  2037 
Importer  abroad  of  English  goods, 
with  agency  in  England  : 

Profits  should  be  taxed  only  in 
England,  McLeod 

1979-81,  1989-92,  2005-6 
Taxation  only  in  Dominion  pro- 
posed, Sir  F.  Young  ...  ...  956-64 

Importance  of  question  to  steel  trade, 

JR.  B.  Hopkins  ...  ...  ...  13,085 

Increased  burden  of,  in  1914,  Sir  F. 

Young,  769-71,  783,  785,  837-8, 

910-1;  McLeod,  1866,  1886;  Singer, 

5177;  G.  M.  E.  Jones,  5196; 
Harrison,  6308 ; Board  of  Inland 

JRevenue  p.  57  (6) 

India : 

Abolition,  avoidance  of  English 
tax  by  investing  money  in 
India,  question  of  and  risk  not 
calculated,  McLeod  1995-2001,  2004 
Claim  to,  on  full  profits,  and  a 
menace  to  welfare  of  industries, 

McLeod  1887,  1894 

Company  in  India  selling  produce 
in  England,  question  of, 

McLeod  ...  1947-52,  1976-8,  2005-6 

Concessions,  McLeod  ...  1878,  1915 

Directors  and  Board  in  England, 
and  operations  carried  on  in 
India,  distribution  between  two 
countries  desirable,  McLeod 

1905-7,  1922-4 

Effect  on  rivalry  for  world’s 
trade,  McLeod  ...  1880,  1895,  1956 

Partner  in  Indian  firm  return- 
ing and  living  in  England, 

McLeod  ...  1892,  1926-9,  1935-7 

Petitions  presented  re,  and 
debate  in  House  of  Commons, 

1861 ; Board  of  Inland  JRevenue, 

p.  57(1),  (2) 

Provision  for  relief,  Han'ison  ...  6342-3 

Resident  in  England  owning 
shares  in  tea  company  in 

India,  McLeod 2003 

Injustice  admitted  at  Imperial  Con- 
ferences, and  by  Chancellor  of 
the  Exchequer,  Young,  765,  778, 

781;  McLeod,  1865,  1885,  1902-4; 
Reinganum,  5846;  Harrison  ...  6308 

Interim  report  advocated,  Sir  F. 

Young,  899;  McLeod  ...  ...  1867,  1886 

Investment  in  industries  in  Australia 
by  capitalists  at  home,  reluctance, 

Sir  F.  Young 914 

Investments  will  be  withheld,  Martin  5846 

Limitation  of  United  Kingdom  tax  to 
income  arising  in  this  country, 
objection  to,  Harrison  ...  ...  6351-5 

Limitation  of  United  Kingdom  tax 
to  residents,  objections  to,  Harri- 
son ...  ...  ...  ...  ...  6356 

Loss  of  trade  will  result,  Martin  ...  5846 

Movement  against,  McLeod  1881, 

pp.  57  (1),  (3),  (4),  58  (12) 

Number  of  Australians  living  in 
England  will  decrease  and  persons 
will  go  to  Australia,  Sir  F.  Young 

779,  900-2 


Double  Income  Tax— cont. 
within  the  Empire — cont. 

One  tax  at  highest  rate  and  alloca- 
tion by  arrangement  between 
countries : 

Approved,  McLeod  1909-12 

suggested  Clause  by  Association  to 
Protest  against  the  Duplication 
of  Income  Tax  within  the 
Empire,  1918,  Harrison  ...  6327 

Objections  to,  Harrison  6328-33 

Proposal,  Sir  F.  Young,  846-7, 

877-95,  903-7,  937-45;  Mosen- 
thal, 2022,  2041,  2078-9; 

Martin  ...  5806,  5846,  5863-70 

Question  of  practicability,  Stamp  9826-7 
would  be  Reason  for  moving  to 

S.  Africa,  Auerbach  2165 

One  tax  all  through  the  Empire,  to 
be  divided  between  Dominions  and 
United  Kingdom,  proposal, 

Auerbach  2168 

Origin  in  expenditure  on  and  defence 
of  overseas  possessions,  Sir  F. 

Young 789 

Payment  of  total  sum  not  exceeding 
higher  of  two  taxes,  proposal, 

Stamp  9577 

Profits  earned  abroad  should  be 
exempt  from  British  tax,  Mosen- 
thal   2021,  2080 

Profits  whether  received  or  not, 
should  be  returned,  McLeod  ...  2002 

Questions  in  the  House,  1896-1911, 

Board  of  Inland  Revenue  ...  p.  57  (4) 
Relief : 

Bearing  of  whole  hardship  by 
British  and  Dominion  Govern- 
ments separately,  proposal, 
Harrison  ...  ...  ...  6336 

Defects  of,  Harrison  ...  6326,  6402 

Difficulties  experienced  in  ad- 
ministration of,  Harrison  ...6315-25 
by  Dominions  to  capital  from 
United  Kingdom,  question  of, 

Sir  F.  Young  ...  ...  ...  813 

Existing  provisions,  Harrison  ...  6310-4 
Immediate  importance  of,  Firth  7666 
Simplest  possible  system  desirable, 

HaiTison  ...  ...  ...  ...  6432-5 

Remitted  profits  only,  to  pay  British 
tax : 

Evasion  question,  Mosenthal  ...2081-2 
at  Highest  rate  in  two  countries, 
proposal,  Mosenthal,  2021, 

2042-5,  2084,  2134-8 
Objections  to,  Harrison,  6360-2, 

6459-62,  6467-78 

Proposals,  Sir  F.  Young,  775, 

785;  McLeod,  1882,  1886,  1895, 

1908,  1913-7,  1938-42,  1964-8,  1971-5 
and  Taxation  by  reference  to 
total  income,  but  not  on  total 
income,  question  of,  Harrison  6472-4 
Removal  of  business  owing  to,  Sir 
F.  Young,  908-11;  McLeod,  1868, 

1886-7,  1989;  Mosenthal,  2029-34, 

2039,  2046-51,  2058,  2094-101, 

2118,  2124,  2129-33;  Martin,  5846; 

Auerbach  2154-6,  2161 

Resolutions  re : 

Imperial  Conference,  1911, 
McLeod,  1876;  Board  of  In- 
land Revenue  p.  57  (5) 

Imperial  War  Conference, 
McLeod,  1868,  1917;  Sir  F. 

Young,  766,  781;  Board  of 
Inland  Revenue  ...  p.  57  (8) 

Return  of  sum  paid  at  appropriate 
rate  on  evidence  of  payment  in 
Colonies,  proposal,  W.  Cash  ...  8288 

Settlements  involving  concurrent 
action  by  two  countries,  difficulties, 
Harrison  ...  ...  ...  ...  6334-5 

Single  tax  proposal,  Sir  F.  Young, 

821,  828,  843,  848,  944-7;  William- 
son ...  ...  •••  •••  7657 
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Double  Income  Tax  — cant. 
within  the  Empire — cont. 

.1  Tax  on  industry,  McLeod  '. 1887 

Taxation  of  income  by  country  of 
origin  : 

Advocated,  McLeod  1886,  1895; 

G.  M.  E.  Jones,  5402-3 ; Bayner  9029-30 
certain  Loss  of  revenue  from, 
admitted,  but  advantages  out- 
weigh, Sir  F.  Young  ...  780,  793 

Proposal,  Sir  F.  Young  777-9, 

785,  789,  804-12,  814  860-70, 

917,  920-1 

Proposal  not  agreed  with  Firth  8005 
Taxation  of  person  in  respect  of  in- 
come wherever  derived,  objections 
to,  and  flow  of  investment  money 
to  Dominions  would  stop,  Sir  F. 

Yoxing  778,  787-8,  789 

Taxation  at  source  on  British 
Registered  Companies  operating 
in  India  and  Colonies  not  trading 
with  or  in  England,  should  be 
abolished,  McLeod  lS82,  1895,  1918- 

25,  1943-47 

Taxpayers  will  leave  country  or 
evade  tax,  Sir  F.  Young  780,  789,  793 
Trade  will  suffer,  Sir  F.  Young 
779,  792-3,  815-8,  912-9;  Mosenthal, 
2016-20,  2026-8,  2036-7,  2052, 

2063-5,  2075,  2087-92,  2102-17, 

2119-27;  Harrison,  6309;  Williamson  7657 
Underlying  principle  that  of  Ex- 
chequer needs,  Sir  F.  Young  ...  814 

Working  of,  Sir  F.  Young  784-5, 

935;  McLeod  1892-3,  - 1897-901, 

1982;  Mosenthal  ...  2014-5,  2066-74 

Sir  F.  Young’s  evidence  supported, 

Booty  12.068 

Evils  of,  Maitland  27,954-64 

Sir  Algernon  Firth's  evidence  agreed 

with,  Quin  ...  ...  ...  ...  24,371 

Foreign  : 

Agreement  between  English  and 
American  Governments  for  pooling 
and  division  of  tax  might  be 

possible,  Williamson 7568-71 

Attitude  of  Board  of  Inland 

Revenue,  Harrison  27,058-62 

British  firms  importing  meat  from 
the  Argentine,  hardship  of,  and 
difficulty  of  meeting  foreign  com- 
petition, and  proposed  remedy, 

S.  Young  11,862-982 

c.i.f.  transactions,  never  taxed  prior 
to  Finance  (No.  2)  Act,  1915,  and 
evils  of  provision,  Luya  ...  ...  5477 

Concession  quid  pro  quo,  question, 
Maitland  ...  ...  ...  27,997-8 

Danger  of  formation  of  separate 
companies  in  various  parts  of  the 
world,  Martin  ...  ...  ...  5807 

Deduction  of  duty  paid  abroad  from 
duty  payable  in  England,  proposal, 
Wiiliaiiison  ...  7433,  7561-71,  7628-40 

Difficulty  where  taxation  abroad  not 
Income  Tax  but  indirect  taxation, 

Maitland  28,008-9 

Extension  by  Finance  (No.  2)  Act, 

1915,  Williamson  7416 

France,  hardship  to  British  subjects 
living  in  France,  and  question  of 

remedy,  Bodington  14,223-318 

Full  taxation  in  United  Kingdom  on 
profits  made  in  foreign  country  by 
firm  in  United  Kingdom  unjust, 


Firth  

7666 

Grievances  of  concerns  with  sub- 

sidiary  companies  , in 

U.S.A., 

Williamson 

7427 

Hardship,  G.  M.  E.  Jones 

5379 

Hindrance  to  British 

trade, 

W illiamson 

7429-31 

Memorandum,  Board  of 

Inland 

Bevenue 

p.  195-6 

Non-residents,  see  that  title 


D0uble  Income  Tax— cunt. 

Foreign — cont. 

One  tax  only,  at  higher  rate,  pro- 
posal, Williamson  7444  5 

Payment  of  higher  rate  and  appor- 
tionment between  two  countries  : 
might  be  Possible  and  convention 
probably  desirable,  Maitland  27,991-5 
would  probably  be  Satisfactory, 

Bodington  14,284-9 

Position  of  American  firm  with 
branch  in  United  Kingdom  and 
British  firm  with  branch  in 
America,  comparison,  Williamson 

7428,  7572,  7632 

Reciprocity  question,  Board  of 
Inland  Bevenue,  p.  196  (9); 

Williamson,  7576-7;  Firth 7669 

Relief : 

Certain  relief  advocated,  Mait- 
land   27,979 

Existing  provisions,  Harrison  ...  6310-1 

Importance  of,  Firth  7669 

Questions  to  be  considered, 

Board  of  Inland  lievenue  p.  193-4 
Same  as  granted  in  connection 
with  tax  within  the  Empire 
would  help,  Williamson  ...7467-70 
Removal  of  business  as  result  of, 

Martin,  5846-7,  5871-8;  Vcstey  9426-570 
Residence  in  country  from  which 
chief  income  derived  might  result, 

Singer  5346-8,  5367-70 

Sale  of  foreign  enterprises  may 

result,  Firth 7668 

Scope  of  question,  Williamson  ...  7574 

Uniform  rate  of  tax  between 
countries  and  pooling  considered 
the  only  remedy,  Bodington  14,253-8 
U.S.A.  : 

Allowances  for  personal  exemp- 
tions and  children  not 
granted  to  British  subjects, 
but  granted  to  French,  under 
reciprocal  arrangement,  Singer, 

5182,  5326;  G.  M.  E.  Jones  5394 
American  citizen  deriving  in- 
come from  abroad,  system, 

Singer,  5254,  5264,  5273-4; 

G.  M.  E.  Jones  5379 

American  firms  with  Commission 
Agents  in  England,  see  Agency. 
American  law  re,  G.  M.  E. 

Jones,  5197-8,  5236,  5379-93; 

Martin,  5807;  Williamson 

7428,  7444,  7564-5,  7576-7 
British  subject  in  U.S.A. , hard- 
ship to  and  danger  of 
naturalisation  or  withdrawal 
of  investments,  etc.,  from 
United  Kingdom,  Singer  ...  5181 

English  partners  in  American 
firms,  position  of,  and  hard- 
ships, Williamson  ...  7474-85 

Handicap  on  British  residents 
as  compared  with  American 
citizens  in  trade  with  foreign 

countries,  Singer  5184 

Hardship,  Singer  ...  5177,  5336 

Importance  of  question  in  regard 
to  securities  and  investments, 

Firth  8037 

Payment  in  England  of  amount 
of  tax  in  excess  of  taxes  im- 
posed by  U.S.A.,  American 
proposal,  Singer,  5180-1, 

5248-55,  5273-4,  5329-45, 

5349;  G.  M.  E.  Jones  ...  ...  5395-9 

Realization  of  American  securi- 
ties and  investment  in 
England,  possible  but  not 
probable,  and  not  desirable, 

Singer  5265-6 

Residence  in  England  may  have 
to  be  given  up,  Singer  5177, 

5227-8,  5258-62,  5265,  5267-72 
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Double  Income  Tax— cont. 

F OREIGN — cont. 

U.S.A. — cont. 

Working  of,  Singer,  5171-8,  5235 

G.  M.  E.  Jones,  5208-9;  Firth  8036-7 
Handicap  on  British  manufacturers, 

It.  B.  Hoplcins  ...  ...  ...  ...  13,052 

Income  arising  abroad,  taxation  by  per- 
centage on  turnover  of  goods  brought 
to  England,  proposal,  Vestey  9455-60,  9541-4 
Origin  of  profits  arising  from  inter- 
national trade,  Pegler  26,445-8,  26,497,  26,531 
Origin  tax  and  residence  tax,  principle 

of,  and  proposal,  Stamp  9573,  9648,  9850-2 
Payment  of  larger  tax,  and  division  : 

See  also  under  within  the  Empire  above. 
Proposal  and  opinion  re,  Singer,  5273, 
5349-61;  Bodington,  14,284-9; 

Maitland  27,991-5 

Position,  JR.  V.  N.  Hopkins  5 

Problem,  Stamp  9573-7,  9642-6 

Reciprocal  concessions  should  be  ob- 
tained, Quin  24,341 

Reduction  of  British  tax  dy  amount 

PAID  ABROAD  : 

Objections  to  proposal,  Harrison  ...  6358 

Proposals,  Williamson,  7433,  7561-71, 

7628-40;  S.  E.  Cash,  16,084;  Quin  24,341 
Reduction  of  tax  paid  abroad  by  amount 
paid  in  U.K.,  Objections  to  proposal, 

Harrison  6359 

Relief,  Provisions  of  Dominions  and 

foreign  systems,  Hairison  6337-50 

Removal  of  companies  abroad,  danger  of, 

Johnstone,  Scrimgeour 7166 

Risk  of  shifting  of  financial  centre  from 

England,  S.  E.  Cash  16,084 

Subsidiary  company  in  England,  deriving 
of  income  by  foreign  trader  not  subject 
to  taxation  in  England,  prevention 
of  G.  M.  E.  Jones,  5409-11;  Luya  ...  5601-4 
Tax  paid  abroad  deducted  from  income 
before  assessment  of  income  left  abroad, 
but  not  deducted  if  income  brought  to 

England,  Howe  13,818-9 

Taxation  only  abroad  : 

Objections  to  proposal,  Harrison 

6357,  6360-2,  6459-62,  6467-78 
Proposal,  Sir  F.  Young,  775,  785, 

871-5,  920-5,  956-64;  McLeod, 

1882,  1886,  1895,  1908,  1913-7, 

1938-42,  1964-8,  1971-5,  2042-5; 
Mosenthal,  2021-2,  2080,  2084,  2134-8 
Taxation  only  in  U.K.,  proposal 

McLeod  1979-81,  1989-92,  2005-6 

Drapers’  Chamber  of  Trade,  evidence  on 
behalf  of,  see  Cook,  F.  W.,  J.P.  ...  17,706-923 

DUNLOP,  ROBERT,  J.P.,  on  behalf  of  the 
Belfast  Property  Owners’  Association 

(joint  evidence)  20,319-20,521 

House  property,  repairs  allowance, 
inadequacy  and  proposed  rate 

20,321-4,  20,380-8 

Undeveloped  small  holdings,  assessment, 

20,325,  20,389-404 

DURHAM,  A.  W.  ROBERTSON,  C.A., 

F.F.A.,  on  behalf  of  the  Scottish  Land  and 
Property  Federation  (joint  evidence) 

22,632-813,  pp.  159-61 

Land  and  Property  : 

Improvements  22,626,  22,631 

Percentage  of  public  burdens,  man- 
agement, renewals,  etc.,  to  gross 
rental  of  certain  estates  in  Scot- 
land, 22,633-6,  22,751-81,  22,800-8, 

pp.  159-61 

Repairs  22,635,  22,757-9,  22,782 

Dwelling-House  used  for  purposes  of  Business, 
Allowance : 

Deduction  of  proportion  of  rent,  uni- 
formity of  treatment  advocated, 

Haslip  16,441  (e),  16,443,  16,468-80,  16,532-5 
History,  Board  of  Inland.  Bevenue  p.  190  (3) 


Dwelling-House  used  for  purposes  of  Business 
Allowance—  cont. 

should  be  Fixed  according  to  circum- 
stances of  case,  Cook,  17,727,  17,772-8, 
17,788-92,  17,898-913;  Thompson,  18,334, 

18,338-40 

Two-thirds  of  rent  and  rates  : 

General  Commissioners  should  have 
power  to  increase,  in  certain  cir- 
cumstances, Collins,  28,839-42 ; 

Board  of  Inland  Bevenue p.  190 

Inadequacy  of,  io  case  of  licensed 
premises  and  proposed  discre- 
tionary power  to  Surveyors, 

Baxter  ...  ...  ...  26,342-69 

often  Inadequate  and  amount  might 
be  made  determinable  by  Com- 
missioners, Howe  13,425-7,  13,513- 

6,  13,539-46 

Memorandum,  Board,  of  Inland 
Bevenue  ...  ...  ...  ...  p.  190 


EAMES,  EDWARD,  Occupying  Owner, 
Differentiation  in  treatment  of  tenant 
farmers  and  occupying  owners  under 
Schedule  B 14,946-15,072 


Earned  Income : 

See  also  Differentiation. 

Comparison  between  effective  rates  of 
taxation  in  United  Kingdom,  Aus- 
tralia, New  Zealand,  Canada  and 
U.S.A.,  B.  V.  N.  Hopkins  ...  ...  p.  96 

Pension  for  services  rendered  as, 

Parsons  1559 

between  £500  and  £2,000,  burden 
specially  heavy,  B.  V.  N.  Hopkins 

4001-3,  4114 

Earned  and  Unearned  Incomes,  see  Differen- 
tiation. 

East  India  Company,  right  of  making  own 

assessment,  Collins  ...  ...  ...  ...  408 

Easter  offerings,  see  under  Clergy. 


EBORALL,  E.  A.,  Assistant  Chief  Inspector 
of  Taxes,  on  behalf  of  the  Association  of 
Tax  Surveying  Officers  (joint  evidence),  see 
Best,  W.  S. ; Eborall,  E.  A. ; Osier,  R.  W. ; 

and  Young,  J.  T 25,693-26,252 

Ecclesiastical  dues  and  payments,  assessment 
basis  and  proposal,  Harrison  15,137,  15,138 


EDGEWORTH,  Prof.  FRANCIS  YSIDRO, 

M.A.,  F.B.A.,  J.P 11,783-11,860 

Allowances  11,797-8 

Capital  levy 11,795 

Commodities,  taxes  on  ...  ...  11,791-2 

Earned  and  unearned  income  11,796,  11,804—12 
“ Equal  sacrifice  ” ...  ...  11,785,  11,821-5 

Graduation  ...  11,787-9,11,799-802, 

11,813-20,  11,827-34,  11,837-56 
Inheritances,  taxation  ...  ...  ...  11,793 

“ Least  sacrifice,”  11,786-7,  11,821-5,  11,857-8 

Profits,  taxation  11,794 

Savings  11,796,  11,826 


EDWARDS,  CHARLES,  M.P.,  J.P.,  on 
behalf  of  South  Wales  Miners’  Federation 

2328-2656 

Allowances,  increase  since  war 2383-6 

Children  allowance,  2339,  2346-7,  2389—90, 

2479-88,  2512 

Collection  of  small  amounts,  cost  2328, 

2331-8,  2458-69,  2535-44 
Differentiation  ...  ...  ...  ...  2625 

Exemption  Limit  : 

£130,  opposition  by  miners,  and 
criticism  2328,  2330,  2341,  2356-61, 

2442-6,  2505,  2527-8,  2559-73,  2652-5 
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ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


EDWARDS,  CHARLES — cont. 

Exemption  Limit — cont. 

£250: 

Claim  to,  2328-41,  2345,  2355, 
2368-82,  2387-8,  2422-33, 

2506-11,  2520-2,  2530-4,  2547- 
53,  2556-8,  2574-5,  2582,  2594- 

9,  2605-21,  2627-51 
Source  from  which  loss  of  revenue 
. should  be  made  up  2414-21, 

2477-8,  2553-5,  2607 
Basis  should  be  same  for  bachelors, 
etc.,  as  married  men  2377-8,  2398- 
412,  2434-41,  2514-6,  2576-80,  2587-95 
should  be  Lowest  sum  on  which  man 

can  live  2391-7,  2495,  2529 

Indirect  taxation,  2328,  2331,  2424,  2447- 

57,  2523-4,  2583-6,  2599,  2603-4 

Miners : 

Restriction  of  output  to  avoid  pay- 
ment of  tax 2343-5,  2500-4 

Special  allowances  ...2348-9,  2365,  2568-9 

Wages  and  bonus  2350-4,  2422,  2489- 

94,  2530-2 

Mother  allowance  2339-41,  2389-90,  2479-88 
Weekly  wage-earners,  tax  : 

Deduction  by  employers  2474-6 

Quarterly  collection  ...  ...  ...  2364 

Efficiency  bonuses,  pay  for  extra  effort,  etc., 
extra  payment  should  not  be  taxed  on  full 
amount  received,  G.  It.  Garter,  20,165, 

20,217-25,  20,289-91 


Employers : 

Deduction  of  tax  by  : 

see  also  under  Wage-earners, 
not  Advocated  by  Board  of  Inland 
Revenue  on  the  whole,  Harrison...  25,095 
not  Advocated  except  under  attach- 
ment order,  Quin  24,347,  24,373,  24,601-2 
Advocated,  J.  E.  Allen,  1472  (10); 
Brabrook,  1486-96;  Leake,  3672, 

3708;  Dagg  20,804 

Attitude  of  employers,  J.  Walker, 

18,982-3;  Lyon  19,012 

on  Basis  of  preceding  year’s  income 
would  remove  one  objection, 

Quin  24,560-4 

Cost  of  to  employer,  admitted  to  be 
an  objection,  Leake  ...  ...  ...  380 

Difficulties  from  employers’  point  of 

view,  Pratt  19,946-7 

at  Flat  rate,  sum  placed  to  credit 
to  be  adjusted  at  end  of  year, 
proposal  and  opinion  re,  G.  R. 

Carter,  20,264-8;  Harrisonr 

25,108-17,  25,370-1 

no  Hardship,  W.  Allen 14,170-1 

London  teachers,  Crook  5758-60,  5776-81 
at  Lowest  “ earned  ” rate  proposed, 
taking  into  account  abatements 
and  allowances,  J.  E.  Allen,  1472 
(12);  Brabrook  ...  ...  1499-501 

not  Objected  to  in  principle  if  deduc- 
tion the  actual  amount  of  tax  due, 

Harrison  25,095 

Objection  to,  Parsons,  1631-3;  Pratt, 

19,905,  19,943-7,  19,978-80 
Personal  returns  would  continue  but 
should  be  as  simple  as  possible, 
Brabrook  ...  ...  ...  1489-91 

Proposal,  W.  Cash,  8494—7 ; Zorn 

24,734,  24,772-4 

Rate  should  be  determined  by 
amount  of  wages  and  circum- 
stances of  wage-earners  by  reference 
to  table,  Leake  ...  3672,  3787-800 

Remuneration : 

Legislation  would  be  required, 
but  no  objection  seen  in  prin- 
ciple, Harrison  ...  25,100-2 

no  Objection,  but  employers 
would  probably  perform  duty 
as  under  Insurance  Act, 

Leake  ...  ...  ...  ...  3824—5 


Employers— coni. 

Deduction  of  Tax  by — cont. 


Teachers,  no  objection  to  if  limited 
to  salary,  but  possible  difficulty  in 
case  of  private  employer,  Crook  5782-93 

would  be  Unpopular,  Leake 3802-3 

Workers’  attitude,  G.  B.  Carter  ...  20,170 
Return  of  names,  addresses  and  re- 
muneration of  employees,  proposal, 

Furtado  25,522 

Returns  of  all  payments  for  rent,  in- 
terest, royalties,  bonuses,  salaries,  com- 
missions, etc.,  advocated,  Maclcie  24,793  (8) 
Return  in  respect  of  payments  for 
. services  rendered,  proposal,  Towle, 

Best  21,302,  21,306,  21,308-37,  21,494-5; 
Campbell,  Staines  ...  ...  ...  ...  23,807 

English  Forestry  Association,  evidence  on  be- 
half of,  see  Wood,  Leslie  S.,  and  Haviland, 

W.  A 22,412-550 

English  Industrial  Investments,  foreign  de- 
mand for,  Johnstone,  Scrimgeour  7164-5 

Entrepot  trade,  see  Taxation  under  Agency. 

“ Equal  Sacrifice,”  principle,  Edgeworth 

11,785  11,821-5 

EREAUT,  A 4778-5053 

Practical  experience  of  Surveyors’  work  ...  4924-7 

Administration  ...  ...  ...  4827-4871-2 

Allowances  ...  ...  ...  ...  4778 


Appeals,  4789,  4792,  4900,  4901-14,  4954-7, 

4962-4,  5013-5 

Arrears  4795,  5016-29 

Assessments  4791,  4815 

Business  profits  4788,  4874-6, 

4929-43,  4971-83 

4805 

4802-3 

4801,  4969 

4796-7, 

4800-1,  4920-2,  4965-8 
Profits  of  uncertain  annual  value  ...  4801 


Loss  in  any  year 
New  businesses 
Non-recurring  profits 
on  Preceding  year 


Profits  other  than  business  or  pro- 
fessional ...  ...  ...  4788,  4928 

Quarterly  ...  ...  ...  ...  4800 

“ Special  ” and  “ number  or  letter  ” 


4786,  4889-91 

by  Special  Commissioners 4917-9 

Three  years’  average 4796,  4800 

4785,  4832-42,  4883-4 

Bachelors  and  Spinsters  ...  ...  ...  4778 

Board  of  Inland  Revenue  regulations 

4783,  4827,  4878-82,  5010-2 

Business  accounts,  production  4894-9 

Clergymen  ...  ...  ...  ...  ...  4809 

Clerks  to  the  Commissioners  ...  4787,  4923-48 
Collectors  4785,  4832-43,  4883-8,  4992-5003 
Commissioners,  4874-6,  4892-3,  4933-9,  4990-5009 

Cottage  property  4793 

Dependants’  allowance 
Differentiation  ...  ...  ...  4779, 

Easter  offerings  

Evasion,  prevention  suggestions  4811-4, 

4816,  5042,  5048-52 
Exemption  limit  ...  ...  ...  4778,  4847-9 

Farmers,  assessment  ...  ...  4807,  4984—9 

Hotels,  boarding-houses,  etc.  ...  ...  4810 

Incomes  above  £1,000,  4778,  4780,  4854,  4864-5 

Land,  used  and  not  used  for  business  ...  4807-8 

Landed  property  

Life  Insurance  allowance 

Limited  companies  ... 

Non-residents  and  foreigners 

Permanent  tax  4784,  4830-1 

Private  limited  companies...  4780,  4804,  4866-70 


4778 
4850-2 
4809 


...  4797-8 
...  4828-9 
...4958-61 
...  4781 


Railway  officials 

Rates  of  tax 

Relief  

Repayment  

Repairs  and  Maintenance 

Returns  

Schedule  A,  II.  and  III. 
Schedule  D 

Schedules  

Super-tax  

Surveyors  

Taxation  at  the  source 


4794 
...  4780 

4804,  4806 
...  4791 

...  4799 

4791,  4976-83 
...  4801 

...  4807 

...  4790 

4780,  4791,  4854,  4864-5 
4787-8,  4923,  4948-53 
4780,  4824-5,  4853-65 
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EREAUT,  A.—cont. 

Taxing  Acts,  construction 4817 

Wife  allowance  4778,  4845-6 


Esher,  Lord  : 

Definition  of  “ profits,”  Leake  3577 

Judgment,  Board  of  Inland  Bevenue  p.  73  (4) 

on  Keeping  accounts,  Martin  5814 

Essex  Hall  case,  1911,  Price,  17,137,  17,183; 

T.  E.  Hall 22,843,  22,844,  22,883 

Estate  Duty,  interest  on  arrears  of,  paid  by 

person  liable  to  Super-tax,  Harrison  27,133-59 

EVANS,  EDWIN,  J.P.,  on  behalf  of  the 
National  Federation  of  Property  Owners 
and  Ratepayers  (joint  evidence)  ...  20,305-20,521 
Ground  values,  assessment 20,518 


House  property  : 

Management  expenses  ...  20,310, 

20,375-9,  20,433 
Owners,  taxation  ...  •••  20,313-4 

Repairs  allowance,  inadequacy  of, 
and  proposed  scale,  20,305-13, 

20,318,  20,328-42,  20,343-6,  20,349- 
51,  20,356-8,  20,361-4,  20,364-74, 

20,410-46,  20,489-513,  20,507 

Rents  20,328-9 

Sale  of  investment  properties  ...  20,352-5 

Schedule  A assessments,  delay  in  revision 

20,315,  20,447-70 
Short  leaseholds  ...  ...  20,315-7,  20,471-88 


Evasion  and  Fraud : 

Accounts  cases,  and  proposed  remedies, 

London,  12,383;  Towle,  Best  ...  , 21,303-7 

Accumulation  of  profits  and  “ loans  ” to 
principal  shareholders,  Harrison 

14,329-33,  14,394 

by  Alienation  of  income  (settlements, 
creation  of  trusts,  etc.)  and  possible 
remedies,  Howe,  13,441-3,  13,590-5, 

13,688-92, 13,752-65, 13,794-8;  W.  Allen, 

14,033,  14,064-5,  14,114-6;  Harrison, 

14  408-20,  14,416-9,  14,490-4,  14,507-11, 

14,526-36 

by  Bonus  shares,  and  question  of  preven- 
tion, Martin,  6103-4;  Webb,  7014—25; 

W.  Cash,  8282,  8340-8,  8372-91,  8424-38, 
8599-600;  Harrison,  14,334,  14,382-8, 

14,391,  14,392,  14,487-9 
by  Capitalizing  income,  Webb  6890,  7014-30 
Causes  of,  London  ...  ...  ...  12,381-2 

by  Creation  of  charitable  trust,  a few 

cases,  Harrison  14,579 

Criminal  proceedings,  London  ...  ...  12,396 

Departmental  Committee,  1905,  Board  of 

Inland  Bevenue  PP-  75-6 

Detection,  see  Prevention  and  Detection 
below. 

by  Direct  Assessment,  Harrison  ...  15,088-91 
by  Distribution  of  profits  as  capital 

Harrison  14,334 

Evidence  of  Mr.  London  generally  agreed 

with,  Towle,  Best 21,283 

of  Excess  Profits  Duty,  Money,  10,536, 
10,698-701,  10,863-901,  10,967-70, 

11,095-116;  B.  Walker  17,482,17,487 

Extent  of,  and  loss  from,  B.  V.  N. 
Hopkins  4412-6;  Martin  5811,  5847, 
6009-12,  6109;  Currie  7674,  7951-63; 

Stamp  9768-70,  9803-4,  9807;  Money 
10,530,  10,722-35,  11,095-133;  Wolsten- 
holme  12,297-8;  Norman  12,299, 
12,342-3;  London  12,387,  12,676-83; 

Garnett  14,029;  J.  Walker  18,990; 

Towle,  Best  21,281,  21,296,  21,319, 
21,327-8,  21,345-79,  21,411-6,  21,439-41, 
21,453-4,  21,457-69,  21,472-4;  Campbell, 

Staines  •••  23,806 

Failure  to  make  return  as  result  of  in- 
ability to  serve  notice,  Special  Com- 
missioners should  have  power  to  make 
assessment,  Harrison  ...  ...  •••  14,445 


Evasion  and  Fraud— cont. 

Failure  to  make  return  and  give  notice 
of  liability,  procedure  in  cases  of, 

Harrison  14,435-8 

False  claim  of  abatement  or  other  relief, 

penalties,  London  ...  ...  12,399—401 

False  Returns,  Mackie  24,829-40 

Penalties,  London  ...  ...  12,398,  12,420 

Penalty,  proposal,  London  ...  12,407  (5)  (7) 
Proceedings  to  recover  penalties,  pro- 
posal, Harrison  ...  ...  ...  14,439-44 

Falsification  of  books,  London  ...  ...  12,383-5 

by  Fictitious  transactions,  and  proposed 
remedy,  W.  Allen,  14,033,  14,064—5, 

14,114-9,  14,176-7,  14,198 
Field  for,  will  be  extended  when  Excess 

Profits  Duty  dropped,  Towle  ...  ...  21,533 

by  Foreign  firms  transacting  business  in 
England  through  agents,  and  prevention 
desirable,  W.  Cash  ...  8282,  8439,  8467-71 
by  Formation  of  private  limited  com- 
panies and  question  of  remedy,  W.  Cash 

8282,  8367-71,  8601-6 
Forms  of,  London  12,376;  Towle,  Best 
21,286-7;  Campbell,  Staines  ...  23,806,  23,807 
amongst  German  firms  in  London,  London 

12,697 

Historical  note,  Board  of  Inland  Bevenue 

pp.  75-6 

by  Hoards  of  currency  notes,  London  12,698-9 
Improved  attitude  of  taxpayers,  and 

actual  fFauds  few,  W.  Cash  ...  8282,  8466-7 
Inadequate  returns  and  proposed  reme- 
dies, Towle,  Best  ...  ...  ...  21,288-302 

Investigation,  scientific,  whole  question 

would  be  approved,  Towle  ...  21,514-5 

Investigation  by  Surveyor,  Towle,  Best  21,284 
by  Investments  abroad,  Webb  ...  ...  6890 

by  Investments  yielding  capital  incre- 
ments* Webb  ...  ...  ...  •••  6890 

Interest  paid  by  banks  on  deposit  re- 
ceipts, formerly,  Currie  ...  7674,  7965-70 

by  Legal  means,  W.  Cash 8282 

Majority  of  taxpayers  straightforward, 

London,  12,379,  12,685—6;  Howe 

13,576,  13,583 

Methods  adopted,  London  ...  12,383—6 

by  Non-distribution  of  profits,  see  under 
Non-distributed  profits,  under  Com- 
panies, etc. 

Non-keeping  of  accounts,  Cook  17,714,  17,746 
Non-making  of  returns  : 

and  Penalties,  London  12,386,  12,397,  12,402 
Proceedings  not  advocated  unless 

fraud  involved,  London  ...  12,449-51 

Statistics,  1913,  1916,  1917,  London  12,408 
by  Non-residents  and  proposed  remedy, 

Howe,  13,449-53,  13,648-60;  Garnett, 

14,010,  14,027-8;  Harrison  ...  14,398-406 

Partnership  controlling  private  com- 
panies which  pay  no  dividends, 
Harrison  ...  ...  ...  ...  • ••  14,395 

Penalties  : , 

Definite  sum  plus  treble  the  duty 
advocated,  to  be  strictly  enforced, 

Sulley  ...  ...  •••  •••  23,554 

Efficiency  of  General  Commissioners 
for  imposition  of,  question  of,  Lon- 
don   12,440-5,  12,617-8 

for  Failure  to  make  return,  Sulley, 

23,517,  23,544,  23,559-72;  Harrison 

27,275-80 

should  be  Fixed  by  Commissioners  or 
Court,  and  settlement  with  Board 
be  prohibited,  Ereaut  ...  4814,  5048-52 
should  be  Heavier  and  publicity 
given,  Beport  of  Select  Committee 

of  1906  P-53  (10) 

Imprisonment,  proposal,  Bremne r ...  16,028 
Ineffectiveness  of,  as  regards  Super- 
tax, Harrison  14,496 

Pecuniary,  London  ...  12,397—402,  12,404 

Provisions  for,  Board  of  Inland 

Bevenue  P-  120 
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Evasion  and  Fraud— cowl. 

Penalties — cont. 

Recovery  of,  time  limit  for  making 
additional  assessments  or  sur- 
charges, advocated,  London  12,407 

(6),  12,468-70 

Settlement  between  Board  of  Inland 
Revenue  and  taxpayers  : 

Abolition  advocated,  Ereaut, 

4814,  5048-52;  Sulley 23,554 

Better  than  prosecution  before 
District  Commissioners, 

London  12,620-6,  12,702-24 

for  Sum  never  more  than  statutory 
penalties,  Towle,  Best  21,285,  21,381-6 
Strengthening  of,  proposal,  Currie 

7674,  7979;  London 12,407  (7)  (8) 

Treble  duty,  proposal,  Harrison 
14,496-502;  Bremner,  16,028; 

Sulley  23,554 

by  Persons  having  no  fixed  place  of 

abode,  Martin  5812,  5847,  6017-21 

Possibility  of,  to  any  extent  only  on 

Super-tax,  B.  V.  N.  Hopkins 4386-8 

Prevention  and  Detection  : 

Act  of  1806,  measures  for,  B.  V.  N. 

Hopkins  p.  1 (4) 

Inadequacy  of  means,  London  ...  12,388 
Increased  powers  to  Surveyors  and 
larger  staff  necessary,  Towle,  Best, 

21,318;  Towle  ...  21,470-1,  21,510-2 

as  Means  of  making  good  amount  of 
concessions,  Currie,  7682,  7691, 

7718-20,  7961 

by  Operation  of  Excess  Profits  Duty 

Act,  Garnett  14  030 

Sources  of  information  and  slight 
reward  given,  London  12,690-6,  12,700-1 
Special  investigations  in  connection 
with  Excess  Profits  Duty  ' and 
Munitions  Levy,  London  ...  12,473-80 

Suggestions : 


Annual  return  of  capital  invest- 


ments,  Webb  ... 
Balance  sheets, 

6890 

production, 

Ereaut 

4811 

Checking  of  books  by  experts  em- 

ployed  by  Board 

of  Inland 

Revenue,  Ereaut 

4813,  5042 

Compulsory  keeping  of  proper 
accounts  by  all  persons  in 
trade  and  business,  Martin 
5813-5,  5847-50,  5922-3,  5988- 

93,  6011-6 

Detailed  schedule  of  investments 
on  which  Death  Duties  paid 
should  be  attached  to  Probate 
or  Letters  of  Administration, 

Webb  6890 

Notice  by  traders  on  commencing 
to  trade,  Martin,  6114-6, 

6139-40;  Currie...  7978 

Power  to  require  production  of 
accounts  and  to  inspect  books, 

* etc.,  London  12,388-94,  12,406, 

12,435-9,  12,506-7,  12,529-34,  12,658-9 
Professional  accountants  should 
show  separately  in  trading  and 
profit  and  loss  accounts  any  ex- 
penses which  are  not  ad- 
missible deductions,  Ereaut, 

4812,  5030-41 

Return  from  banks  of  interest 
paid  on  deposits,  but  probable 
objection  by  banks,  London, 

12,454-60,  12,664-75 
Summary  of,  Towle,  Best  ...  21,308 
Taxpayers  should  be  made  to 
realize  obligations,  Ereaut  ...  4816 

Weekly  deduction  of  tax  by  em- 
ployers, W.  Cash  ...  ...  8494-6 

Taxation  at  the  source,  B.  V . N. 

Hopkins  40,  65,  127 

Private  Limited  Companies,  Towle,  Best, 

21,286;  Towle,  ...  ...  21,373-9,21,387-97 


Evasion  and  Fraud— cont. 

Proceedings  : 

before  General  Commissioners,  pri- 
vacy of,  a disadvantage,  London  12,403 

before  Magistrates,  not  advocated, 

London  12  448 

Publicity  desirable,  London,  12,403-4,  12,407 

Restitution,  London  12,405 

Prosecution,  in  every  case,  instead  of 
taking  lump  sum  payment,  not  advo- 
cated, London  12  508 

Psychological  factor,  Stamp  9638 

through  Quarterly  assessment,  W.  Allen 

14,036,  14,150,  14,200-10 

Remedies,  proposals,  London  12  406 

and  Report  of  Public  Expenditure  Com- 
mittee, B.  V.  N.  Hopkins  ...  4226-8,  4391 
by  Reserves  of  limited  liability  com- 
panies, B.  V.  N.  Hopkins  ...  4404-11 

Return  or  discount  on  dealings  with  Co- 
operative Societies,  Cooper 

18,749-56,  18,861-70 

Safeguard  of  3 years  average  system, 

London,  12,585-91 ; Ham-ison  15,129,  15,541-6 
Sale  to  directors  or  shareholders,  etc., 
on  uncommercial  terms  or  for  nothing, 
and  possibility  of  preventing,  London 

12,426-34 

under  Schedule  E,  Towle,  Best  21,286, 

21,375-9,  21,387-97 

Select  Committee  of  1851-2  on,  Board  of 

Inland.  Bevenue  p.  75 

Select  Committee  of  1861  on,  Board  of 

Inland  Bevenue  p.  75 

Select  Committee  of  1906  on,  Board  of 

Inland  Bevenue  pp.  53  (10),  76 

Separate  assessment  of  married  persons 

might  result  in,  Spry  2715,  2729-31,  2894-9 

by  Small  firms,  Johnston ...  19  347 

Statistics,  1913,  1916,  1917,  London, 

12,408,  12,545-9 

Supply  of  fraudulent  accounts  with  in- 
tent to  conceal  or  deceive,  imprison- 
ment without  option  of  fine  advocated, 

Sulley  23,545,  23,651-6 

£10,000,000,  extra  duty  might  be  obtained 
with  increased  powers  and  increased 

staff,  London  12,550-61 

Three  years’  limit,  penalties  may  recoup 
Revenue  for  duty  lost  over  longer 

periods,  London  12,509-15 

Unfair  stocktaking  and  proposed  remedy, 

London , 12,410-25,  12,488-9,  12,535- 
44,  12,566-84,  12,627-47;  Cook,  17,715, 

17,748-51 

Voluntary  disclosures,  payment  of  tax 
and  interest  proposed,  but  not  prose- 
cution in  all  cases,  London  ...  12,516-7 

Work  of  Surveyors  re,  Collins  ...  p.  30  (64) 

Excess  Profits  Duty : 

Abolition  and  steeper  graduation  of  In- 
come Tax  advocated,  Cook  17,709,  17,852-4 
Evasion  of,  and  estimated  loss,  Money, 

10,536,  10,698-701,  10,863-901,  10,967- 
70,  11,095-116;  B.  Walker  17,482,  17,487 
Examination  of  books,  suggestion  debated 
in  House,  Money  10,898-9,  11,178 

Extravagance  as  result  of,  Money, 

11,024-7,  11,043-4 

Omission  from  official  tables  of  gross  in- 
come, income  statement  vitiated  by, 

Money  10,531 

Operating  as  indirect  taxation, Currie  ...  7750 

Power  re  production  of  accounts,  London 

12,389,  12,599-600 
Prices  not  affected  by,  Money  ...  ...  10,588 

Reduction,  and  consequent  reduction  in 
real  Income  Tax  of  well-to-do  classes, 

Money  ...  10,533,  10,582-7,  10,688-93 

estimated  Total  receipts  from,  B.  V.  N. 

Hopkins  72,  77-9 

Exchanges,  stabilizing,  importance  of  attrac- 
tion of  foreign  capital,  Johnstone  7173,  7201-3.  7225 


INDEX. 
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5 per  cent.  Exchequer  Bonds,  interest  “ free 

of  tax  ” p.  62  (10) 

Excise  Clerks’  Association,  evidence  on  behalf 
of,  see  Congdon,  P.  J.,  and  Henderson, 

Col.  H.  D 26,370-431 

Exemption : 

Claims,  form,  Collins  PP-  41,  45 

to  Non-residents,  abolition  of,  with 

certain  exceptions,  Harrison  ...  6373-9,  6387 
Repayments,  numbers  and  amounts, 

1901-2  to  1918-19,  It.  V.  N.  Hopkins  ...  p.  24 
Widespread  discontent  re,  Webb,  ...  6880-1 

Exemption,  Individual  Limit : 

£45,  Prussia,  It.  V.  N.  Hopkins  ...  p.  102 

£50: 

Japan,  It.  V.  N.  Hopkins  p.  104 

Reduction  to,  1806,  It.  V.  N.  Hopkins  p.  1 (4) 
20/-  A week  : 

Educational  value,  Littler  ...  ...  12,230 

Proposal,  Piggott  ...  ...  12,172,  12,213-9 

£60,  under  1799  Act,  B.  V.  N.  Hopkins  p.  1 (2) 

' £85  for  single  persons  and  £110  for 

married  couple  if  wife  not  earning, 
proposed,  on  1914  figures,  Bowley 

6601-7,  6612-8,  6639-48,  6661-73,  6683-8 

£120: 

Advocated,  Pratt  ...  19,899,  19,928,  20,003-8 
Inadequacy  of,  Shirkie,  9136,  9139, 

9156-70,  9252-7,  9318-22,  9404-6 

£130: 

B.  V.  N.  Hopkins  8,  p.  4 (8) 

Alteration  necessary  owing  to  change 
in  level  of  prices,  Webb 

6878,  6881-2,  6884 
Continuance  advocated,  if  indirect 
taxation  of  necessaries  abolished, 

J.  Walker,  Lyon,  18,933,  18,947-50, 

18,955-62,  19,020-4 
Cost  of  collecting  small  amounts  com- 
pared with  amount  collected, 
Edwards,  2328,  2332,  2334-8, 

2458-69,  2535-44 

Equal  to  about  25s.  a week  pre-war 
value,  Edwards  ...  2328,  2341 

too  Low,  Webb,  6883,  7121-6;  Barker, 

19,186-9;  G.  B..  Carter  20,153 

Maintenance  not  worth  while,  judged 

by  results,  Money  ...  ...  •••  10,536 

Opposition  by  miners  of  Monmouth- 
shire and  S.  Wales,  and  efforts  of 
leaders  to  remove,  Edwards,  2328, 

2330,  2356-61,  2442-6,  2505,  2527-8, 

2559-73,  2652-5 

Restriction  of  production  as  result, 

Webb,  6879,  6992-6;  F.  Hall  19,090, 

19,317 

deliberate  Restriction  of  work  owing 

to,  not  believed  in,  Shirkie  ...  9247-50 

Unrest,  &c.,  caused  by,  Barker, 

19,082;  F.  Hall  19,086,  19,172-4,  19,189 
lower  than  £130,  collection  would  be 
more  difficult  but  not  mechanically  im- 
practicable, Collins  ...  576-81,706 

£150,  Act  of  1842,  B.  V.  N.  Hopkins  ...  p.  1 (6) 
£150  for  individual,  £300  for  husband 
and  wife,  proposal,  Phillips  ...  3499,  3502-3 
£160: 

Advocated,  Gordon  ...  ■-  ...  1242  (2),  1251 

Extension  to,  B.  V.  N.  Hopkins  p.  3 (21) 
Reason  for,  Spry  2872,  2879-80,  2882-3 

£200: 

Advocated,  Atkinson,  14,595,  14,596; 

Partridge  14,832,  14,917 

estimated  Cost,  Currie 

7684,  7715,  7731,  7766-3 
Equivalent  to  former  £130,  Webb 

6682-3,  6912 

Proposed,  assuming  cost  of  living  to 
remain  at  present  level  for  con- 
siderable period,  Currie 

7672,  7738-61,  7906-9 
for  Single  person  advocated,  Hughes 

4637-52,  4684-3 


Exemption,  Individual  Limit— com*. 

£250: 

and  Additional  post-war  allowances 

advocated,  Edwards  ...  2388,  2422—33 

Advocated,  Webb,  6883,  6884,  6950-5, 

6961,  7065,  7170-9,  7172-8; 

Shirkie,  9130-43,  9183-210,  9235-7, 

9242-71,  9395-407,  9410-7;  Money, 

10,906-8,  10,974-80 ; Co-operative 

Union,  18,399,  18,401;  Barker, 

19,083,  19,095-127,  19,141-79, 

19,195-212,  19,234-42,  19,252-8, 

19,268-88;  F.  Hall,  19,085-93, 
19,127-40,  19,296-314,  19,321;  G. 

B.  Carter,  20,140,  20,184-204, 

20,299-61,  20,286-7 
Argument  would  be  weakened  if  in- 
direct taxation  reduced,  Barker,  19,259-67 
Claim  to,  as  very  lowest  limit, 
Edwards,  2328-41,  2355,  2371-82, 

2387-8,  2506-11,  2520-2,  2530-4, 

2547-53,  2556-8,  2574-5,  2594, 

2605-6,  2627-51 
Claim  considered  moderate,  Money  ...  10,536 
Coal  output  would  increase,  Edwards  2345 
Control  of  tax  by  votes  of  non-tax- 
payers,  difficulty  not  anticipated, 

Money  ...  ...  ...  ...  10,980 

Decrease  of  prices  not  anticipated  so 
as  to  permit  of  lowering  of, 
Edwards  ...  ...  ...  2368-70 

Effect  on  rate  paid  by  other  classes 

would  be  small,  Money  ...  10,560-9 

Increased  prices  as  result  admitted, 
under  present  conditions,  Edwards 

2607-21 

Increased  wife  and  children  allow- 
ances would  not  be  sufficient, 
Edwards  ...  ...  ...  2575,  2582 

Justified  by  higher  personal  contri- 
bution to  the  State  by  workers 
with  incomes  under  £250,  Money 

10,537,  10,592,  10,612-6 
estimated  Loss  to  Revenue,  and 

method  of  making  good,  F.  Hall  19,093 
for  Married  man  and  continuance 
of  children  allowance  advocated, 

Hughes  ...  ...  ...  4586-92 

Miners’  Federation  resolution,  F . Hall  19,085 
Net  loss  of  revenue  would  be  small 

or  nil,  Webb  ...  ...  ...  ...  6883 

Question  of,  from  point  of  view  of 

interest  as  voters,  Webb  ...  7037-45 

Refusal  of  miners  to  pay  tax  under, 

Edwards  ...  ...  ...  ...  2341 

Source  from  which  loss  should  be  made 

up,  Edwards  2414-8,  2477-8,  2553-5,  2607 
threatened  Strike  against  payment 

under,  F.  Hall  ...  ...  ...  19,093 

£300  or  £250  for  married  man  and  £200 
for  single  persons  advocated,  Hughes 

4541,  4560,  4570 

of  1913-14,  allowances  unaltered,  tax  pay- 
able on  earned  incomes  up  to  £10  per 
week,  1913-14  and  1919-20,  Board  of 

Inland  Bevenue  P-  85 

Application  must  be  general,  Board  of 
■Inland  Bevenue  ...  ...  ...  p.  207  (30) 

Bare  subsistence  advocated  to  vary  accord- 
ing to  cost  of  living,  Cook  17,706,  17,737-40 
same  Basis  for  bachelors  and  others  advo- 
cated, with  allowances  to  married  men, 
Edwards 

2398-412,  2434-41,  2514-6,  2576-80,  2587-95 
Burden  of  indirect  taxation  must  be  con- 
sidered, Webb  ...  ...  ...  6898,  6956-7 

in  Connection  with  cost  of  living  in 

foreign  countries,  Bowley  ...  6677-81 

Consideration  by  workers,  extent  and 
scope  of,  Shirkie  ...  ...  9200-10,  9230-4 

Consideration  of,  from  point  of  view  of 
minimum  standard  of  living,  Bowley, 

6601-9,  6612-8,  6639-48,  6661-73,  6683-8,  6710-8 
Cost  of  lower  levels,  importance  of 

question,  Webb  ...  ...  ...  •••  6899 

Current  value  of  money  and  incidence  of 
indirect  taxes  must  be  considered, 

Hughes  4540 
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Exemption,  Individual  Limit— cont. 

Deduction  should  be  made  irrespective  of 
amount  of  income,  Currie  ...  7672,  7762-5 
Distinction  between  town  and  country, 

not  possible,  Bowley  6633-4 

Economic  theory  of  “ equality  of  sacri- 
fice,” Money,  10,537,  10,592.  10,612-6, 

10,712-21,  10,938-66 

Effective  limits  in  various  cases,  R.  V.  N. 

Hopkins  3980 

Effective,  for  persons  with  dependants, 
present  and  suggested,  22.  V.  N. 

Hopkins  3984-6 

Efficiency  level,  proposal,  Webb 

6896-7,  6922-49,  7045-57,  7119 
Factors  to  be  considered,  22.  F.  N. 

Hopkins  3981 

Fictitious  or  nominal  advance  in  earnings 
should  not  be  considered,  G.  22.  Carter 

20,159 

Figure  should  be  fixed  in  reference  to 
whole  of  reliefs,  abatements  and  gradua- 
tions, Currie  7672 

should  be  Fixed  more  closely  in  relation 
to  conditions  of  life,  G.  22.  Carter  ...  20,140 
Grouping  of  incomes  earned  by  members 
of  family  not  advocated,  Bowley  ...  6635-8 
should  be  Higher  in  case  of  wife  earning 
part  of  income,  necessitating  domestic 

help,  Bowley  6604,  6683-8 

History,  22.  F.  N.  Hopkins 

p.  1 (2),  (4),  (6),  p.  51  (2),  (5),  (7),  (9),  (18) 
Income  necessary  for  healthy  existence 
advocated  (dependent  on  purchasing 

power  of  money),  Ereaut 4778,  4847-9 

Indirect  taxation  must  increase  in  propor- 
tion to  raising  of,  Parsons  ...  1690-703 

as  Large  a proportion  of  citizens  as  is 
practicable  should  be  taxed,  subject  to 
qualification  of  maximum  efficiency, 

Webb  ...  ...  7096-9 

Present  hardship  to  single  educated 
women  earning  £120-£200  and  widows 
with  small  incomes,  Gordon,  1238, 

1242  (2),  1251,  1260-6 

Lowering  : 

Objection  to,  22.  N.  Carter  3142 

Proposed  if  allowances  to  those  with 
commitments  benefiting  the  State 
extended,  Parsons  1556,  1574-5,  1689-703 
justly  Resented  by  weekly  wage- 

earners,  Money  10,536 

Margin  on  small  incomes  available  for 
direct  taxation,  question  of,  Shirkie  9304-17 
Minimum  figure,  principle  of  virtually  all 
Income  Tax  systems,  Spi'y  ...  2694,  2923-9 
Minimum  of  subsistence : 


Advocated,  Edwards  ...  2391-7,  2495,  2529 

must  be  Considered,  22.  V.  N. 

Hopkins  3983 

Proposal  re  inquiry  into,  Bowley 

6674-5,  6681-2 

not  Regarded  by  Parliament,  Spry 

2746-50,  2871 

Minimum  living  wage,  advocated  by 
N.U.C.,  Hughes  ...  4542,  4560-1,  4684-8 

Minimum  standard  of  living  advocated, 

Bowley  6656 

Modification  in  connection  with  prices 
proposed  and  question  of  arriving  at 
formula,  Bowley  6609,  6621-8,  6651-3, 

6673-5,  6682,  6689-707 
Ratio  in  case  of  persons  without  depen- 
dants to  effective  limits  in  case  of 
persons  with,  unsatisfactory,  22.  V.  N. 

Hopkins  3982,  4073 

Raising  of  : 

Advocated,  Sulley  23,705-6 

Effect  on  prices,  question  of, 

Hughes  4660-4 

more  Important  than  payment  of 
interests,  &c.,  Shirkie,  9143, 

9218-9,  9274-5,  9323-6,  9372-89,  9418-20 
and  Increased  tax  on  higher  incomes, 
fairness  of,  Hughes  ...  4667-84,  4701 


Exemption,  Individual  Limit— cont. 

Raising  of — cont. 

Objection  of,  as  tending  to  class  dis- 
tinction, Zorn  24,739 

Same  as  abatement  limit  advocated,  Co- 
operative Union  18,401 

Scope  of,  Act  of  1806,  22.  F.  N.  Hopkins...  p.  1 (4) 
Share  by  working  class  in  cost  of  carrying 
on  country  approved  with  satisfactory 

basis,  Edwards  2495-9 

as  Standard  of  reasonable  comfort  and 
complete  health  advocated,  and  tax 
must  be  levied  on  surplus,  Shirkie 

9136-7,  9141-2,  9172-80 
Statistics,  1901-2  to  1918-19,  22.  F.  N. 

Hopkins  p.  18 

Subsistence  allowances,  scheme,  Quin 

24,327,  24,577-84 

Subsistence  theory,  objection  to,  Webb, 

6896;  H.  Cox  7369-72 

Sum  necessary  to  keep  up  standard  of 
efficiency,  advocated,  J.  Walker,  Lyon  18,930 
Variation  according  to  cost  of  living  : 

in  Different  places  impossible,  Hughes  4686-8 
Possibility,  Webb,  7133-4;  Stamp  ...  9845-8 

“ Expenses  necessarily  and  exclusively  incurred  for 
the  purposes  of  employment 

See  also  Tools,  Travelling  expenses,  etc. 

Narrow  interpretation,  and  more  general 
and  liberal  interpretation  advocated, 

G.  22.  Carter  20,145,  20,166 


Fabian  Research  Department,  “A  Revolu- 
tion in  the  Income  Tax.”  ...  pp.  59  (8),  60  (10) 
Family  basis,  Assessment  on,  see  under  Assess- 
ment. 

Farmers : 

Account-Keeping  by  : 

Advocated,  Co-operative  Union  ...  18,404 
Compulsory : 

Advocated,  Martin,  5813;  Pratt 

19,906,  19,992-7,  20,009-14 
Advocated  when  valuation  over 


£65,  Sulley  23,658-64 

not  Advocated,  W.  Cash  ...  8519-26 

Increase,  Sharland  20,966-7 

Possibility  of,  Sulley 23,589-94 

Rare,  but  should  be  insisted  on, 

Martin  5813 


Accounts,  submission  of,  increasing  and 
consequent  need  for  change  in  constitu- 
tion of  General  Commissioners,  Stewart 

23,713,  23,775-8 

Assessment  : 

Anomalies  in  existing  rules  for, 
under  Schedule  B,  and  proposed 
remedies,  Sharland  ...  20,971-2 

in  Dominions  and  foreign  countries, 
Sharland,  20,968;  Board  of  Inland 

Revenue  p.  115 

on  Full  earnings  advocated,  Currie 

7675,  7691,  7720 

Further  pressure  proposed  if  account- 
keeping considered  impossible, 

Currie  ...  7721,  7786-800,  7938-50 

Limits,  Sulley 23,659-64 

Preferential  treatment,  Ereaut 

4807,  4984-9 

on  Profit  basis  (Schedule  D) : 

Advocated,  H.  Cox,  7278 ; Rayner, 

8840,  8849;  Sulley  23,536 

Alternative  methods,  Sharland 

20,970,  21,060-4,  21,131-2,  21,215-21 
Claim  should  be  made  irre- 
vocable, Sharland  20,972,  21,244-7 
Consideration  advocated,  Sliar- 

Ictnd  20,960-70,  21,058-9 

Objections,  reply  to,  Sharland  20,962-7 
Option  of,  and  extent  to  which 
exercised,  Sharland  ...  21,222-6 
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Farmers— cont. 

Ass  ES  8MENT — COnt . 

on  Profit  basis  (Schedule  D) — cont. 

Provision  for  writing  off  losses 

would  be  necessary,  Sharland  21,192 
Valuation  of  crops,  Sharland  21,155-92 
Valuation  of  stock  and  proposed 
standardization,  Sharland 

21,133-54,  21,211-4,  21240-3 
Relief  on  account  of  heavy  burden  of 
rates  not  advocated  by  Income  Tax 
adjustment,  Sharland 

20,963-5,  21,119-30,  21,208-9 
Objections  to,  Sharland,  20,951—6, 

21,118;  Sulley 23,536,23,598 

Twice  the  annual  value  the  best 
method  if  profits  basis  impossible, 

Sharland  21,227 

Unsatisfactory  system  and  proposal, 

Ereaut  •••  4807 

Assessment  of  profits  from  the  occupation 
of  land,  Income  Tax  Act,  1918, 
provisions,  Sharland  ...  ...  •••  20,950 

special  Conditions  not  approved,  Pratt  ...  19,906 
Differentiation  in  treatment  of  tenant 
farmers  and  occupying  owners,  Eames, 

14,947-5071 

Escape  of  taxation,  Ireland,  Dago,  20,831-42 
Large  profits  made  from  breeding  of  high- 
class  cattle  and  at  present  not  assessed, 

Sulley  23,536-9,  23,665-9 

Loss  to  Revenue  from  non-keeping  of 

accounts  by,  question  of,  Stamp  ...  9805-6 
further  Sums  obtainable  from,  Currie, 

7721,  7781-5 

Valuation  of  stock,  annual,  compulsory 

advocated,  Pratt...  ...  20,009-14 

Farmhouses : 

Annual  value  might  be  included  in 
annual  value  on  which  Schedule  B 
liability  computed,  Sharland  ...  ...  20,974 

Assessment,  anomalous  position  and  pro- 
posed remedy,  Sharland  ...  ...  20,973-4 

Exclusion  from  Schedule  B assessment  of 
houses  now  included,  objection  to, 
Sharland  ...  ...  •••  •••  •••  20,974 

Federated  Superannuation  Scheme,  claim  to 

Income  Tax  concession,  Hatton,  24,923-7,  24,932-9 
Federation  of  British  Industries,  evidence  on 
behalf  of,  see  Muspratt,  Max;  Biggart, 

Thomas;  and  Cash,  S.  E.  ...  16,057—256,  p.  131 

Federation  of  Grocers’  Associations  of  the 
United  Kingdom : 

Evidence  on  behalf  of,  see  Thompson, 

E.  R 18,330-71 

Membership  ...  ...  18,330,  18,364—5 

Federation  of  Master  Cotton  Spinners’  Asso- 
ciations, Ltd.,  evidence  on  behalf  of,  see 
Garnett,  Henry  W.,  and  Brier  ley,  Wallace 

13,825-997 

FERGUSSON,  J.  C.,  on  behalf  of  the 
Assessors  and  Collectors  for  the  City  of 
London  (joint  evidence)  ...  ...  22,243-399 

Assessment  basis  ...  ...  ...  22,248,  22,384 

Assessors  and  Collectors  : 

Abolition,  objection  to  ...  ...  22,253 

Applications  from  the  public 

22,309,  22,391-6 

Appointment  22,244 

Duties  ...  ...  •••  22,246—7,  22,397—8 

Local  knowledge  22,312 

Office  22,245,  22,310-1 

Salary  ...  ...  •••  22,245,  22,314—5 

Directors’  and  Trustees’  fees  22,251 

Forms  ...  ...  •••  •••  22,249 

Income  Tax  year  ...  ...  22,380,  22,384 

Partners  ...  ...  •••  •••  •••  22,250 

Prepayment  and  overdue  payments  ...  22,252 

Financial  Companies,  Taxation : 

Basis  of  profit  instead  of  interest  desir- 
able, H.  N.  Carter  ...  3391-405,  3451-4 

Charge  on  interest  or  profit,  whichever 
greater,  criticism,  It.  N.  Carter,  3145, 

3205-6,  3384-405,  3448-51 


FIRTH,  Sir  ALGERNON  F.,  on  behalf 
of  the  Association  of  British  Chambers  of 
Commerce  ...  ...  ...  7660—9,  7983—8037 

Association  of  British  Chambers  of 
Commerce  : 

Preparation  of  evidence  ...  ...  7660—1 

Special  Committee  meeting,  objection 

to  putting  in  Minutes  7986 

Currie,  G.  W.,  supplementary  memoran- 
dum not  representative  of  views  of 
Association  ...  •••  •••  •••  7984-6 

Double  Income  Tax  : 

in  Allied  countries  ...  •••  7665,  8009-12 

within  the  Empire  7665-6,  7667,  8004-7 
Foreign  countries  7666,  7668,  7669,  8036-7 
Origin  of  profits  ...  •••  8017-23,  8034 

Foreign  firm,  with  factory  in  England, 

selling  abroad  8028-31 

Rates,  high,  effects 7663 

Wage-earners,  collection  of  tax  by  em- 
ployers, objections  7664-5,  7666-7,  8002, 

* 8024-7,  8032 

FISHER,  R.  E.,  on  behalf  of  the  National 
Association  of  Assessors  and  Collectors  of 
Government  Taxes  (joint  evidence)  22,134-22,399 

Appeals,  general  notice  22,363-9 

Assessment,  advertisement  in  Press  ...  22,362 

Assessment  ha&is  22,383 

Assessors  : 

Abolition,  objection  to 22,259-71 

Appointment  22,134—5,  22,145,  22,289-96 

Clerks  22,167-8 

Duties,  22,137-53,  22,162,  22,171-5, 

22  185,  22,272-81,  22,288,  22,318- 
’ 20,  22,330-61 

Efficiency  22,143,  22,370-7 

Instructions  to  ...  22,170,  22,185,  22,282-7 

Local  knowledge 

22  141-2  22,163,  22,176-7,  22,262-71,  22,331 
Offices  22,169,  22^183 

Position  22>181  7 

Salary,  22,136,  22,144,  22,148,  22,178 

22  316-7,  22,321,  22,324-6 

Scotland  ...  22,179-80,  22,187 

Whole-time  officers,  22,154-66,  22,185, 

22,327-9 

Collectors’  salary  on2™?8* 

Income  Tax  year  U,6VL-6 


Fixtures  and  fittings,  depreciation  allowance  : 

Advocated,  Leather,  8128-30 ; 22.  B.  Hop- 
kins, 13,037;  Biggart,  16,065;  Muspratt 

16,196-204 

Advocated  and  proposed  basis,  &c.,  Leake,  3512-9 
at  Least  10  per  cent,  advocated,  Thomp-  ^ ^ 


to  Professional  men  advocated, 
Shop  fronts  should  be  included 

Carter  

to  Traders,  rate,  TV.  Cash  ... 


Cash  8283 
22.  N. 

...  3411-3 
...  8480-1 


Foreign  Capital  in  England : 

Danger  of  high  rate  of  tax  and  remission 
of  Is.  in  the  £ advocated,  for  certain 
period,  Johnstone,  Scrimgeour  ...  7162-242 

Deterrent  to,  at  present,  and  question 
should  be  considered  from  national 

point  of  view,  Stamp  •••  9777-9 

Encouragement  desirable  but  should  be 

subject  to  reciprocity,  TV.  Cash  ...  8489,  8607-11 
Heavy  sale  of  securities  owing  to  Income 
Tax,  Johnstone,  Scrimgeour 

7165,  7198,  7224-5,  7230 

Foreign  and  Colonial  Dividends : 

Distributed  in  England  through  paying 
agents  or  direct  to  shareholders,  ques- 
tion of  wasting  assets  allowance,  Hook  9928 
Deduction  of  tax  before  passing  of  Reso- 
lution fixing  rate,  adjustment,  method, 
and  proposal,  Harrison 14,476-81 
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Foreign  and  Colonial  Dividends— cont.  Forms— emit. 


BELONGING  TO  NON-RESIDENTS  : 

Exemption  in  respect  of,  statistics, 

li.  V.  N.  Hopkins p l8 

Repayments,  numbers  and  amounts, 

1901-2  to  1918-19,  E.  V.  N. 
Hopkins  ...  ...  ...  ...  p.  24 

Paid  through  agent  : 

Appeal  against  assessment,  right  of, 
advocated,  Howe  13,436,  13,437,  13,522-4 
Assessment  by  Special  Commissioners, 

Collins  p.  27  (14) 

Inspection  of  books  and  records  of, 
need  for  power  of,  Harrison...  14,452-8 

Power  to  Special  Commissioners  to 
make  assessments  in  absence  of 
returns,  proposal,  Howe  ...  13,434,  13,437 
Power  to  make  estimated  assessment, 

proposal,  Howe  13,435 

Return  of  amounts  distributed  in 
year  of  assessment,  should  be  made 

legal,  Howe 13,438 

System,  Howe  13,431-3 

Taxation  at  the  source  ...  p.  61  (4),  p.  62  (5) 

Payment  by  distribution  of  bonds,  shares, 
etc.,  difficulties  re  deduction  of  tax,  and 
proposed  method,  Harrison  14,467-75,  14,519-25 
Taxation  system,  Harrison  ...  ...  14  446-51 

Foreign  and  Colonial  possessionsr,  income  from,  ’ 

Relief,  proposal,  Harrison  ...  ...  ...  15  145 

Foreign  firm  with  factory  in  England,  with 
selling  firm  abroad,  profits  should  be  taxed 
in  England,  Firth  ...  ...  ...  8028—31 

Foreign  firms  in  England,  exemption  of  share- 
holders, proposal,  Williamson  ...  7641-51 

Foreign  goods  sold  in  England  should  pay  tax 
equivalent  to  tax  in  England,  E.  B. 

HoPkins 13,052,  13,085 

Foreign  Shipping  Companies  trading  with  England: 
Attempt  to  levy  Income  Tax  on,  protest 

and  proposal,  Craig  11,984-2060 

Impossibility  of  shipbrokers  giving  return 
of  profits,  Craig 

11,986,  11,990,  12,002-6,  12,014 

Taxation  of  : 

Retaliation,  possibility  of,  Craig, 

11,999-2000,  12,032-4,  12,039-40 
by  Tonnage  tax,  proposal,  Craig, 

11,991,  12,002,  12,027-30,  12,041- 

-n  54,  12,060 

Foreigners,  See  Non-residents. 


Forms : 

No.  1,  proposed  alterations,  Sulley  ...  23,531 
No.  11,  defects  of,  and  proposed  form, 

J.  E.  Allen,  1472;  E.  N.  Carter,  3197; 
Lakin-Smith,  7707;  Fergusson,  22,249; 

Sulley  ._  23,520-30,  23,575-82,  p.  161 

No.  12  (Schedule  E),  defects  of,  and 

proposed  form,  Sulley  23.532 

American  and  British,  comparison,  Singer 
5293-303;  Harrison  ...  ...  ...  24  996 

^-r-  .®".  ^ Carter’s  proposed  form,  and 

criticism  of,  Harrison  24,990-2,  25,103,  25,104 
Complicated  nature  of,  Lakin-Smith, 

7707,  8160;  W.  Allen,  14,035,  14  064- 

71,  14,219;  Haslip  ’ 16,439-40 

Comprehensive  declaration : 

Advantage  of,  and  extension  under 
consideration,  Harrison  ...  ...  24  995 

Advocated,  Cook  ...  17,715,  17  779-80 

must  Correspond  with  Act,  B.  Cox  ’ ...’26,620 
Declaration  of  basis,  etc.,  of  return,  pro- 
posal, Towle,  Best,  21,297-8,  21,308, 

21,418,  21,445-7 

Duplicate  : 

Proposal,  Lakin-Smith,  7707;  Nelson,  19,804 
Proposal  agreed  with,  Harrison  25,098, 

i r i • , . „ 25,277-9 

clear  Indication  of  possibility  of  sending 
return  to  Inland  Revenue  official  in- 
stead of  local  Assessor  advocated, 

Martin  5825 

more  Information  should  bo  given  on* 
and  form  simplified,  Sulley,  23,550-2,  23,574-6 


Issue  of,  by  Collector  and  return  to  Sur- 
veyor, suggestion,  Ereaut  ...  4791,  4976-83 
Issue  by  Post  Offices,  proposal,  Sulley  ...  23,518 
Multiplication  of,  impossibility  of  avoid- 
ing, Hewitt  21,559,  21,747 

Notes  and  instructions  as  separate  official 
publication,  criticism  of  proposal,  Har- 
rison   25,005,  25,202-7 

One  only,  advocated,  Lakin-Smith,  7707; 

Haslip,  16,443,  16,520-3;  Fergusson  ...  22,249 
Paper,  quality  : 

Criticized,  Parsons  1583 

a War  economy,  Harrison  24,988 

Public  criticism  re,  and  reply  to,  Har- 
rison   ' ...  24,983-96 

Sheet  of  explanations,  proposal,  Harrison  24,993 
Simple  language  advocated,  J.  E.  Allen  1472  (15) 


Simplification  : 

Advocated,  and  proposals  for,  E.  N. 

Carter,  3147,  3221-8,  3346-50; 

Lakin-Smith,  7707;  Cook,  17,713; 

Bremner,  5950-3;  Cook,  17,713; 

Fergusson  22,249 

Difficulty,  Webb,  7150;  Harrison  25,202-3 
Measures  towards,  Harrison  ...  24,987 
Solemn  declaration  of  truth  of  return 

advocated,  Sulley  23,516 

Special,  to  companies,  &c.  producing 
accounts  and  agreeing  with  Surveyor 
early  in  year,  would  bo  approved, 

Harrison  25,259-67 

Suggested  forms,  Towle,  Best,  21,542,  p. 

^ 147;  Mackie  ...  ...  24,912,  pp.  163,  164 

Two,  one  for  business  and  one  for  private 
individual,  proposal,  Lakin-Smith  ...  7707 

Reply  to  suggestion,  Hairison  ...  23,516 
Used  by  firm  of  chartered  accountants  in 
connection  with  submission  of  clients’ 


accounts  to  Inland  Revenue,  Mackie  p.  167-70 

France : 


Coupon  tax,  Bodington  12,227 

Income  Tax  : 

, Assessment  of  farmers,  Board  of  In- 
land Eevcnue  p.  115 

Assessment  of  married  persons,  Board 

of  Inland  Eevenue  p.  106 

Children  allowances,  Board  of  Inland 

Revenue  p.  109-10 

Differentiation,  E.  V.  N.  Hopkins, 

4295-6;  Board  of  Inland  Eevenue 


Graduation  : 


pp.  108,  191  (3) 


Comparison  with  United  King- 
dom, E.  V.  N.  Hopkins  ...  p.  101 
Method,  Board  of  Inland  Ee- 

venue  pp.  106-7 

Rates  of  tax,  Board  of  Inland  Ee- 

venue  pp.  no,  ill,  112 

Reliefs  in  respect  of  wife  and 
children,  Board  of  Inland  Eevenue 

pp.  110,  113,  114 
on  Residents  only,  Harrison  ...  6540 

Review  of  legislation  re,  Bodington 


14,223-7,  14,267-76 
Rating  systems,  E.  V.  N.  Hopkins...  4417 
System,  E.  V.  N.  Hopkins,  ...  ...  p.  101 

Wasting  assets,  Hook  9938 


Franchise  : 

should  not  Depend  on  payment  of  tax, 

F.  Hall  ...  ...  ...  ...  19  331—2 

Payment  of  tax  should  be  made  condition 

of,  H.  Cox  7266-7,  7294-5 

no  Representation  without  taxation  ” 
accepted  if  taxation  direct  and  equit- 
able, G.  E.  Carter  20,270-8 

FRANKLIN,  LEONARD  B.,  O.B.E.,  J.P., 

Share  transactions  profits,  escape  from  taxa- 
tion in  certain  cases,  and  proposal  re  25,611-59 
Fraud,  see  Evasion  and  Fraud. 

Free  Church  League,  resolution  passed  in 
favour  of  separate  assessment  of  married 
persons  2944 


INDEX. 


273 


“ Free  of  Income  Tax 

Attitude  of  Board  of  Inland  Revenue, 

Harrison  ...  ...  ...  ...  15,105-10 

Dividends : 

no  Actual  loss  of  revenue  from  system 
but  change  desirable  from  point  of 
view  of  Department,  B.  V.  N. 

Hopkins  ...  ...  ...  ...  250-1 

Compulsory  statement  of  whole  divi- 
dend proposed  as  alternative  to  pro- 
hibition, B.  N.  Garter  ...  3135,  3156 

Confusion  arising  from,  Leake  ...3669-70 

Evidence  objecting  to,  not  agreed 
with,  Martin  ...  ...  6080-2,  6100 

Information  on  dividend  notice  and 
warrant  would  be  approved, 

Harrison  ...  ...  ...  ...  15,106 

Objections  to,  W.  Cash,  8284;  Sulley 

23.606- 9,  23,615-30 

Practice  increasing,  Leake  ...  ...  3961 

Prohibition  : 

Advocated,  Leake,  3668,  3697- 
705,  3960-2;  Piggott,  12,171; 

Nelson,  19,810,  19,846-7;  Ave- 
ling  ...  ...  ...  ...  19,912 

Advocated  except  in  certain 
cases,  B.  N.  Carter,  3133, 

3155-60,  3237;  Sulley,  23,533, 

23.606- 30,  23,680-9 
Statement  misleading  and  system 

should  be  discontinued,  Parsons 

1563,  1578,  1715-8,  1784-801 
Underlying  element  of  deceit  in, 

Leake  3703-5 

Fees  and  Salaries  : 

Clerks,  proportion  not  large,  Hughes  4635-6 

Confusion  caused  by,  Leake 3712-3 

not  Objected  to  if  everybody  knows 
rate  of  payment,  Martin  ...  ...  6101 

Objections  to,  IF.  Cash,  8284,  8509-10,  8622-8 
Prohibition  advocated,  Parsons,  1563, 

1580,  1625-7,  1719-24,  1802-8,  1859- 
61 ; B.  N.  Carter,  3135,  3155,  3237- 
44,  3275;  Leake,  3668,  3671,  3697, 

3711-3;  Martin,  5823,  5856,  6102; 

Piggott,  12,171;  Aveling,  19,912; 

Quin  24,337,  24,371 

Risk  that  net  amount  only  of  emolu- 
ments taxed,  Harrison  15,107,  15,280-7 

System,  Parsons,  1719-20;  B.  N. 

Carter 3276-  81 

Importance  of  individuals  realizing  res- 
ponsibility through  payment  of  tax, 

Parsons  1652-3 

Misunderstanding  caused  by,  Aveling  ...  19,912 
Prohibition,  advantageous,  as  tending  to 
simplicity  and  greater  accuracy  in 
assessments,  Harrison  ...  ...  15,105-10 

Raising  of  capital  facilitated  in  some 

cases,  Harrison  15,109 

Friendly  Societies : 

Exemption  : 

Cost  of,  Board  of  Inland  Bevenue  p.  190  (7) 
Extension  to  assumed  value  of  land 
occupied  would  be  approved  if  ex- 
tended to  charities,  Collins  ...  ...  26,838 

Limits,  Collins,  27,185-7;  Board  of 

Inland  Bevenue  ...  ...  ...  p.  189 

Limit,  extension,  not  advocated, 

Coliins,  27,192;  Board  of  Inland 

Bevenue  p.  189 

Memorandum,  Board  of  Inland 

Bevenue  p.  189-90 

Origin,  Bohn  ...  ...  ...  ...  2198 

Income,  should  not  be  taxed  at  the  source, 

Co-operative  Union  18,405-6 

Life  Insurance  with,  allowance  for,  pro- 
visions, 1855,  1903,  Board  of  Inland 

Bevenue  p.  60  (5) 

Unregistered,  exemption,  anomaly  of  and 
abolition  proposed,  Collins,  26,835-6; 

Board  of  Inland  Bevenue  ...  p.  189-90 
Widows’  Funds  conducted  by,  Life  Insur- 
ance premium  allowance  should  be  con- 
tinued, Furtado 27,921 


Fruit  farmers,  assessment  on  profits  basis, 
protest  against,  and  claim  to  assessment  on 
same  lines  as  other  farmers,  Keay  ...  28,038-77 

Fry,  Lord  Justice,  on  assessment  of  Life 
Assurance  Companies,  Board  of  Inland 
Bevenue  ...  ...  •••  P-  83 

Furnished  houses,  profits  from  letting,  lia- 
bility to  tax  should  be  made  clear,  A.  B.  ...  26,337 

FURTADO,  M.  C.,  Assistant  Chief  Inspector 
of  Taxes  ...  ...  ...  25,497—610,  27,362—952 

Annuities,  taxation  and  proposal 

27,385-404,  27,901-4 

Assessment  on  preceding  year  25,531 

Building  Societies,  assessment  ...  27,432-3 

Casual  profits 

25,498-523,  25,526-38,  25,545-51,  25,564-99 
Contracts  of  indemnity  ...  25,534-8,  25,546 

Death  Duties  27,881-6,  27,910,  27,926-9, 

27,937-52 

Investment  companies  ...  25,602-4,  27,509-12 

Investment  trust  companies  25,601-4,  27,509-12 

Life  Assurance  : 

Encouragement,  importance  ...  27,369-70 

Policies,  distribution  between  estates 

of  certain  sizes  ...  27,367,  27,878-85 

Premium  allowance : 

£250  as  maximum  ...  27,375-6, 

27,467,  27,887-94,  27,906-13, 

27,918-20,  27,922-35 
Abolition  not  advocated  ...  ...  27,382 

Cost  27,444 

Dominions  and  U.S.A.  ...  27,372-4 

Fixing  of  period  of  years  for 
endurance  of  policy  27,384,  27,895 
History  ...  ...  ...  27,363-6 

Limit  ...  ...  ...  ...  27,383 

Rates  of  27,377-80,  27,461-4, 

27,467,  27,887-94,  27,918-20 
Single  premium  payments  ...  27,384 

Dr.  Stamp’s  suggestion 

27,782-825,  27,830-4,  27,867-8 
Suitability  27,370  1 

Life  Assurance  Companies  : 

Assessment : 

as  Attempt  to  tax  individual 
policyholders  at  the  source 


through  the  company  ...  27,580-601 

Basis  27,471-506. 

Before  1915  27,850-2 

under  Finance  Act,  1915  ...  27,850-3 

Dominions  and  U.S.A.  27,372,  27,854-64 

Foreign  business  ...  ...  27,691—9 

Income  from  fines,  fees,  &c. 


27,496-8,  27,520-2,  27,705-11 
on  Interest,  less  expenses  or 
amount  retained  by  proprie- 
tary body  27,426,  27,429-30, 

27,492,  27,613-5,  27,617-9, 

27,636-57,  27,686-90,  27,764-72,  27,774 
on  Interest,  less  expenses,  or  on 
profits  ...  ...  ...  27,408—25 

on  Interest  received  in  respect  of 

loans  27,468-70,  27,872-7,  27,914-7 
Non-deduction  from  investment 
income  portion  credited  to 
policyholders  27,499-500,  27,712-5 
Notification  as  to  policyholders  27,465 
“ Ordinary  ” or  “ industrial  ” 
branches  should  be  considered 
separately  * 27,427,  27,429, 

27,505-6,  27,658-61 
on  Profits  27,478-91,  27,514-9, 
27,552-67,  27,734-50,  27,756, 

27,842,  27,865-6 
Profits  on  investments  ...  27,524-9 

Profit  from  sale  of  annuities 

27,501-4,  27,716-33 
Rate  ...  27,431-60,  27,447-53, 

27,465-6,  27,826-9,  27,868-71, 

27,897-900 

non-Set-off  of  losses  against 
aggregate  income  ...  27,775-80 

System  ...  ...  ...  27,757-62 
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FURTADO,  M.  C. — cont. 

Life  Assurance  Companies — cont. 

British  Colonial  companies  doing 
business  in  United  Kingdom  27,700-4 
Effect  on,  of  taxation  at  the  source 

27,602-15,  27,630-3,  27,636-57 
Foreign  business  ...  27,428,  27,493-4 

Gross  interest,  income  and  premium 

income  27,787-8 

Loans  to  policyholders  27,876 

Mutual  27,471,  27,473,  27,664-6, 

27,679-82,  27,685,  27,677 
Nature  of  business  27,471-6,  27,513, 

27,526-51 

Proprietary  27,472-3,  27,667-78,  27,683-4 

Sale  of  assets  25,539-43,  25,546 

Valuation  ...  ...  ...  27  476 

Widows’  Funds 27  921 


Gardens : 


see  also  under  Clergy. 

Assessment  : 

under  Schedule  D should  be  allowed  if 
desired,  Partridge  14,829,  14,832, 

o i , J 14,882-92 

oystem,  London...  ...  ...  jg  689-93 


GARNETT,  HENRY  W.,  Chartered  Account- 
ant 13,998-14,031;  and  on  behalf  of  the 
Federation  of  Master  Spinners’  Association 

Ltd.  (joint  evidence)  13,825-994 

Amalgamated  businesses  ...  14,004  14  016-20 

Assessors  13,829,  13,900-10,  13, 945/51/ 

u , . _ „ 13,957-60,  13,965-73 

Board  of  Referees,  appeal  to,  by  in- 
dividuals  ...  13,855-68,  13,936-44,  13,981-2 

Buildings  : 

Depreciation  allowance,  13,825, 

^ , 13,833-44,  13,961-4 

Obsolescence  13,825,  13,845-ff 

Cotton  mills,  base  stock  principle  of 
valuing  stock  in  process,  13,828,  13,869- 

. ">  13,913-30,  13,974-80,  13,990-4 

®va81on  14,010,  14,027-30 

General  Commissioners  ...  13,945-52,  13,956 

Interest  payable  to  non-resident  on 
money  borrowed  for  use  abroad,  14,005- 


, 9,  14,021-5 

Non-residents,  Super-tax  ...  14,010,  14,026-8 

Partnership,  change  in  13,999-4003,  14,013-5 
Plant  and  machinery  depreciation  allow- 
ance 13,826-7,  13,847-52,  13,931-5,  13,911-2 
Gayler,  William,  on  graduation  1906  p.  52  (13) 


General  (Local)  Commissioners : 

Abolition  : 

Advocated,  Rayner,  8842,  9081-93; 

Nelson  ...  19,798,  19,823-8,  19,854-6 

not  Advocated,  Bremner,  16,015-6; 

Holme  ...  23,890 

Decentralization  work  would  be  mili- 
tated against,  Binns  22,963 

Proposal  not  favoured  by  Board  of 
Inland  Revenue,  Binns  ...  22,962-3 

Appeal  to,  see  under  Appeals. 

as  Appeal  body  : 

Retention  of,  in  full  administrative 
capacity  advocated,  Hewitt, 

21,761-4,  21,973-80 

Retention  essential,  Holme 23  890 

Value  of,  and  advantage  of  local 
knowledge,  Binns  22,962 

Appointment  : 

more  Care  advocated,  and  real  busi- 
ness training  should  be  required, 

LaJcin-Smith  7708,  8187-9 

Criticism,  Stewart  ...  23,712,  23,775-80 

Election  by  County  Council,  pro-’ 
posal,  Stewart  23,714,  23,724-7,  23,760-2 
by  Land  Tax  Commissioners,  abolition 

advocated,  Binns  22,972,  23,289 


General  (Local)  Commissioners— cont 

Appointment — cont. 

by  Nomination,  Collins,  284-90; 

Binns  ’ 22,941,  22,948-9 

Nomination  by  Law  Society,  Cham- 
bers of  Commerce,  &c.,  criticism  of 

proposal,  Binns  23,387-95 

Nomination  by  local  Chambers  of 
Commerce  proposed,  Lakin— Smith  7708 
Property  qualification,  Binns  ...  22,950 
Property  qualification,  abolition  ad- 
vocated, Binns  22,975,  23,290 

Qualification  of  being  eldest  son, 

criticism,  Pur  die  6868-71 

Qualification  of  payment  of  Income 
Tax  advocated,  Binns  22,974,  23,364-74 
Scheme  of  Board  of  Inland  Revenue, 

Binns  22,973-5,  22,978,  23,287-90, 

23,381-98 

Opinion  re,  Stewart  ...  23,760-9 

Appointment  of  Collectors  by,  see  under 
Collectors. 

Assessment  by,  no  case  known,  Howe  ...  13,678 
as  Buffers  or  safeguard  between  com- 
munity and  Surveyor,  Collins 491-4 

Chairman,  senior  Commissioner  as, 

Binns  23,482-6 


City  of  London: 

Adjustment  appeals,  particulars  re, 
procedure,  &c.,  and  work,  Hewitt 

21,594-658,  21,773,  p.  149  (10) 

Administration p.  152  (25) 

Appeals,  details p.  150-2 

Appointment  method,  Hewitt 

22,020-6,  22,050 
Board  meetings,  appeals,  &c.  p.  149  (6) 

Certificates  of  removal p.  149  (9) 

.Constitution  p.  148  (2) 

Co-operation  with  Surveyors,  Hewitt 

21,587;  pp.  154  (36),  155  (39) 
Excess  Profits  Duty  appeals  ...  p.  149(7) 

Expenses  p.  154  (32) 

•Functions  of,  and  of  Assessors  and 

Collectors  p.  154  (33)-(39) 

General  Commissioners  for  ...  p.  148  (4) 
Gross  income  assessed,  net  income 
assessed — total  duties  payable  6th 
April,  1903— 5th  April,  1919  ...  p.  156 

Income  assessed p.  149  (5) 

Indoor  staff  p.  152  (28) 

Number  of  Assessors  and  Collectors 
and  Surveyors,  books  of  assessment, 
notices  of  charge,  repayment,  &c., 

&c.,  1903-4  to  1918-19,  Hewitt 

21,890-3,  p.  158 

Number  of  meetings  held  and  appeals 
heard  by  several  Boards  of,  1903-4 

to  1918-19  p.  157 

Offices  p.  153_4  (31) 

Procedure  generally  same  as  that 
throughout  the  country,  Hewitt 

21,585-6,  21,740-43 
Procedure,  criticism,  Ehorall  25,999-6002 

Qualifications  p.  148  (3) 

Quarterly  assessment  of  wage-earners 

p.  153  (30) 

Repayments  p.  149  (8) 

Sub-Committee  appointed  to  report 
upon  the  present  administration  by, 

&c.,  Hewitt 

21,588-93;  Report  of,  p.  148-57 
Work  of,  reply  to  Mr.  Hewitt’s  evi- 
dence, Best,  Ehorall,  Osier,  Young 
25,720-4,  25,871-935,  25,988-92, 

25,999-6018 

Competency  of,  Binns  23,433-42 

Constitution  : 

Alteration  might  be  desirable,  Best,  25,816-22 
as  Appeal  Court,  proposal,  Webb 

6902-6,  7149 

Criticism,  Martin,  5816,  5851,  6042; 
Lakin-Smith  .. 8187  8194 
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General  (Local)  Commissioners— cont. 

Constitution — cont. 

more  Popular  appointment  and  more 
effective  representation  of  farmers 

advocated,  Stewart 23,711-3 

Requirements,  Binns  22,966-7 

Two  qualified  public  accountants  at 
least,  advocated,  Parsons  ...  1555,  1586-94 
Unofficial  character  should  he  main- 
tained, Campbell,  Staines  ...  23,798,  23,799 

no  Complaint  re,  Collins  418,  496 

all  Decisions  of  importance  should  be 
published,  Lakin-Smith  ...  ...  ...  7707 

Districts : 

Number,  Collins 2774 

no  Uniformity  with  Surveyors’  dis- 
tricts, Collins 278-80 

if  Divisions  consolidated,  Commissioners 
might  choose  men  from  among  them- 
selves to  act  in  new  division,  Binns 

23,481,  23,488 

certain  Dual  administration  with  Board 
of  Inland  Revenue  and  difficulties  of 

Hewitt  21,551-3 

Dual  control  with  Board  of  Inland 
Revenue,  and  proposed  remedy,  Hawes 

22,576-7,  22,586-97 

Efficiency  of,  for  imposition  of  penalties, 
question  of,  London  ...  12,440-5,  12,617-8 

Functions  : 

Administrative : 

Tendency  to  devolve  on  Sur- 
veyors, Best,  Eborall,  Osier, 

Young  25,698,  25,700 

Tendency  to  fall  into  abeyance 
or  become  merely  formal, 

Binns  22,955,  22,957 

Details,  Collins,  271;  Hewitt,  21,546; 

Binns  ...  ...  ...  ...  22,953-4 

Judicial : 

Continuance  in  importance,  Binns  22,956 
Satisfactorily  carried  out,  Best, 

Eborall,  Osier,  Young 25,701 

Limitation  to  making  Schedule  D 
assessments,  suggestion  and  ap- 
proval, Ereaut,  4788;  Binns  ...  22,965 
Limitation  to  those  of  Appellate  body 
advocated,  Webb,  6901,  7115-8, 

7145-8;  Matthews,  Hawes,  Kelly, 

22,553,  22,577,  22,597,  22,605; 

Binns  22,965,22,970,23,242 

Limited  now  to  formal  legalization  of 
Surveyors’  work  and  heating  of 
some  appeals,  Best,  Eborall,  Osier, 

Young  25,698 

Nominal  and  actual  work  of,  Collins  420-32 
mainly  Performed  by  Surveyors, 

Hawes 22,605-15 

Justice  done  by,  and  taxpayers  like  local 

tribunal,  Collins  752-4 

present  Legal  assistance  sufficient, 

Stewart  23,732 

Making  of  assessments  and  hearing 
appeals,  political  influence  in  a few 

cases,  London  12,619 

Meetings,  number,  Collins  ...  ...  ...  446-9 

Necessary  for  assessing  businesses  where 
no  accounts  produced  and  for  hearing 
such  appeals,  Ereaut  4874-6,  4892-3,  4933-9 

Number,  Collins,  280,  Binns  22,947 

Objections  to,  Aveling  ...  19,917,  19,955 

Public  grievance  against,  one  cause  of, 

Binns  ...  ...  ...  ...  23,283-5 

Question  in  connection  with  obtaining 
knowledge  of  competitors’  affairs, 

W.  Cash  8417-23 

Retirement  scheme,  question  of,  Binns  23,291-5 
Skilled  assistance  would  be  useful, 

Collins  ...  ...  ...  ...  ...  536-40 

Strengthening  of,  proposed,  and  confining 
of  duties  to  essential  duties  of  Local 
Commissioners,  Ereaut  4902-7,  4990-5009 
as  Taxing  authority  for  assessment, 
collection  and  appeal  purposes,  and 
importance  of  principle,  Hewitt 

21,545-53,  21,581-4,  21,885-9,  22,068 


General  (Local)  Commissioners— cont. 

Tenure,  proposal,  Binns  22,975 

Travelling  legal  Commissioners,  proposal, 

_ Svttey  23,543 

Unpaid,  Collins  285,  286 

Vacancies,  method  of  filling,  Binns  22,948-9 
Value  of,  question,  Collins  520-6; 

Stewart  23,728-33,  23,774 

Women  should  be  eligible,  Binns  ...  22,975 

General  Council  of  the  Bai  of  England, 
evidence  on  behalf  of,  see  Bremner,  A.  M. 

15,883-16,055 

George,  Rt.  Hon.  D.  Lloyd,  M.P.: 

on  Allowances  for  repairs,  Board  of 
Inland  Hevenue  ...  ...  ...  ...  p.  81 

on  Assessment  of  married  persons,  1909, 

Board  of  Inland  Hevenue  ...  p.  59  (7) 

Germany,  Income  Tax  : 

Children  allowance,  Board  of  Inland 
Hevenue  ...  ...  ...  ...  ...  p.  109 

Differentiation,  Board  of  Inland  Hevenue, 

pp.  108,  109,  191  (3) 

Graduation  method,  Board  of  Inland 
Revenue  ...  ...  ...  ...  p.  108  (13) 

Wasting  assets,  system,  Hook  9938 

GIBBS,  The  Hon.  HERBERT,  Chairman  of 
nitrate  companies  and  the  Rio  de  Janeiro 
City  Improvements  Company  ...  3018-3131 

Deposits  abroad,  taxation  : 

Deduction  for  amortisation  before 
profits  assessed,  claim  to,  3026-31, 

3055-86,  3103-30 

on  Depreciation  fund,  3032-8,  3069, 

Rio  de  Janeiro  City  Improvements  Com- 
pany ...  ...  3019-25,  3045-7,  3087-102 

Terminable  concessions  abroad,  allow- 
ance for  amortisation  before  profits 
assessed,  proposal  ...  3025,  3042-55,  3087-102 

Girls’  Friendly  Society : 

Evidence  on  behalf  of,  see  Arbuthnot, 

Mrs.  20,097-137 

Lodges  and  homes  of  rest,  particulars 
re,  and  claim  to  exemption  under 
Schedule  A,  Arbuthnot  20,097-106,  20,111-30 

Gladstone,  Rt.  Hon.  W.  E.,  M.P. ; 

on  Differentiation,  Board  of  Inland 

Hevenue  p.  55  (6) 

on  the  Income  Tax,  H.  V.  N.  Hopkins 

45,  p.  1-2  (9)  12) 

Income  Tax  Act,  1853,  Board  of  Inland 

Revenue  p.  55  (7) 

on  Life  Insurance  allowance,  1853,  Board 
of  Inland  Hevenue  ...  ...  p.  60  (4) 

Opinion  re  graduation,  Board  of  Inland 
Hevenue  ...  ...  ...  ...  p.  51  (5)  (8) 

and  Succession  Duty,  Atkinson 14,585 

on  Taxation  of  Clergy,  Atkinson  ...  ...  14,581 


Glass  Research  Delegacy,  Sheffield  University : 


Contributions  to,  claim  to  exemption 
from  tax,  Hobson  ...  ...  9106-14,  9120-30 

Particulars  re,  Hobson  9117 


Goodwill : 

Abroad,  allowance  for  wasting 
assets  advocated,  Leake  3684-90,  3695-6 

no  Allowance  for  wasting  assets  advocated 
if  vendor  an  Englishman,  Leake 

3613-7,  3684-90 

Depreciation  allowance  question,  W. 

Cash  8283 

Treatment  of,  Stamp  9597 


GOODWIN,  THOMAS,  on  behalf  of  the  Co- 
operative Union  of  Great  Britain,  etc. 

(joint  evidence),  see  Cooper,  Newman  Hall ; 
Goodwin,  Thomas;  and  Macintosh,  Robert 

18,372-927 
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GORDON,  Mrs.  OGILVIE,  D.Sc.  Pli.D.,  Pre-. 
sident  of  the  National  Council  of  Women 
of  Great  Britain  and  Ireland  ...  ...  1237^1468 

Children  allowance,  1242  (5),  (7),  1254, 

1256,  1335-41,  1368-75,  14,59-61 
Exemption  limit  1238,  1242  (2),.  1251,  1260-6 

Husband  allowance,  proposal  ...  1242  (4),  1253 
Incomes  between  £300  and  £l,000o  hard- 
ships ...  1242  (8),  1258,  1326,  1433^4 

Incomes  under  £500,  hardships,  1237, 

1242  (1),  1250,  1268,  1334-41,  1357-60 
Life  Insurance  Premiums,  allowance 

1242  (6),  1255,  1344-6 

Married  persons,  joint  assessment,  objec- 
tions to,  and  separate  assessment  urged, 

1239-41,  1242  (8),  1257,  1272^301,.  1307- 
12,  1316-21,  1335-40,  1347-55,  1364- 
7,  1379,  1380-7,  1390-425,  1427-30 

1435-53,  1464-7 

National  Council  of  Women  of  Great 
Britain  and  Ireland  ...  ...  ...  1376-8 

Property  accrued  from  savings,  capital 

and  other  property  1361-2 

Taxation  of  savings,  1242.(3),  1252,  1269-71,  1342 
Taxation  at  the  source,  hardship  in  cer- 
tain cases  ...  ...  ...  ...  1238,  1267 

Wife  allowance  ...  1242  (4),  1253,  1454—6 

Gore,  Sir  Francis,  evidence,  1905,  re  basis 
of  assessment,  Booty  ...  ...  ...  ...  12,063 

GORMAN,  MICHAEL,  secretary  of  the  Maes- 
yenew  Building  Company,  Limited,  &c.  : 

Property  repairs,  allowance  ...  25,660-92 

Goschen,  G.  J.,  quoted,  Atkinson  14,585 

Government  Departments : 

Information  to  Board  of  Inland  Revenue, 

proposal,  Towle,  Best,  21,306,  21,308,  21,494-5 
Salaries  and  pensions  paid  by,  taxation  at 

the  source  p.  62  (5) 

Government  Revenue  Year,  1st  April — 31st 

March,  advocated,  Booty  ...  ...  ...  12,067 

Government  securities,  interest  paid  without 

deduction  of  tax,  evasion,  Matthews  ...  22,561 

Graduation : 

Abrupt  jumps  at  certain  points,  B.  V.  N. 

Hopkins  4018-23,  4079 

Advances  only  on  increase  of  income 
scheme,  IF.  Cash  ...  ...  ...  ...  p.  123 

Advantages  of  present  methods,  R.  V.  N. 

Hopkins  ...  ...  ...  ...4015—7,  4079 

Advantages  and  disadvantages  of  existing 

system,  Best,  Eborall,  Osier,  Young  25,749-50 
Advocated  and  approved,  J.  Walker, 

Lyon,  18,936;  Pratt  ...  ...  ...  19,900 

in  British  Dominions  and  foreign 
countries,  Board  of  Inland  Revenue  p.  106-9 
Comparison  with  Australia,  New  Zealand, 
Canada,  U.S.A.  and  certain  foreign 
countries,  R.  V.  N.  Hopkins,  p.  92-104, 

4004-5,  4080,  4094-7 
Continuous  beyond  £10,000 : 

Much  or  all  of  amount  of  concessions 
could  be  made  good  by,  and 
examples,  Currie  7682,  7683-91, 

7828-31,  7847 

Scheme,  disastrous  effect  on  industrial 

development  anticipated,  Norton  8041-4 
Degressive  and  progressive,  R.  V.  N. 

Hopkins  ...  ...  •••  •••  •••  3966 

Diminishing  ability  principle,  Stamp 

9605-7,  9790-1 

Effective  rates  up  to  £2,800,  at  present 
and  under  proposed  schemes,  R.  V.  N. 
Hopkins  ...  ...  ...  ...  p.  105 

greater  Equality  of  spending  power  from, 

J.  E.  Allen  1472  (6) 

Evidence  and  report  of  Select  Committee 
of  1906,  Board  of  Inland  Revenue  p.  52 

(13)— (15) 

Extension  of  system  during  war,  R.  V.  N. 

Hopkins  ...  ...  •••  191-3 

Fixed  rate  and  adjustment  by  applica- 
tion of  factor  to  incomes,  opinion  re, 

R.  V.  N.  Hopkins  4352-4 


Graduation— cont. 


Flat  rate  up  to  £1,000  with  graduated 
abatements,  and  Super-tax  system  above 
£1,000,  opinion  re  proposal,  Harrison 

15,209-18,  15,292-315,  15,373,  15,391 
Flat  rate  necessary  at  certain  age,  IF. 

Cash 8289,  8588-94 

Form  of,  Stamp  ...  ...  ...  ...9608-12 

proposed  Formula,  Edgeworth  11,799-802, 

11,813-20,  11,827-34,  11,837-56 
14  times  tax  for  every  10  times  income, 

possible  method,  Brabrook  1477 

Fractions  of  standard  rate,  opinion  re 

proposal,  R.  V.  N.  Hopkins  ...  4277-82 

History  of,  li.  V.  N.  Hopkins  45,  pp.  1 
(2),  3 (17),  (19);  Board  of  Inland 

Revenue  p.  51-4 

Horizontal,  proposal,  Professional  Work- 
ers' Federation  12,248 

Ideal  curve,  Stamp  9604 

Incomes  from  £100  to  £500,  increase  of 
3d.  on  every  additional  £100,  scheme, 

Zorn  24,725-7,  24,731-5,  24,740,  24,742- 

53,  24,776-81,  24,788-90 
Incomes  from  £500  to  £1,000,  increase  of 
6d.  on  every  additional  £100,  scheme, 

Zorn  24,728,  24,731-5,  24,740,  24,742-53, 

24,776-81,  24,788-90 

Incomes  from  £1,000  to  £10,000,  increase 
of  1/-  on  every  additional  £1,000, 
scheme,  Zorn,  24,729,  24,731-5,  24,740, 

24,742-53,  24,776-81,  24,788-90 
Incomes  of  £10,000  to  £70,000  increase  of 
1/3  on  every  additional  £1,000,  scheme, 

Zorn,  24,730,  24,731-5,  24,740,  24,742- 

53,  24,776-81,  24,788-90 
more  Intermediate  steps,  proposal,  R. 

Jones  ...  ...  ...  ...  12,279—86 

and  “ Least  Sacrifice  ” principle,  Edge- 

worth  11,786-7,  11,821-5,  11,857-8 

Limit  at  which  highest  rate  paid  should 
be  lowered,  and  £3,000  proposed,  G.  R. 

Carter  20,141 

Loss  to  Revenue  from,  since  1907,  Board  of 

Inland  Revenue  ...  ...  ...  pp.  88,  91 

Lower  rates  on  smaller  incomes  advocated, 

Money  ...  ...  ...  •••  •••  10,551 

Marginal  fields,  taking  of,  increasing  pro- 
portion of  income  within,  scheme, 

Best,  Eborall,  Osier,  Young  25,733-4,  25,779 
Marginal  relief:  R.  V.  N.  Hopkins  ...4427-31 
should  Continue,  G.  R.  Carter  ...  20,154 
Criticism  of  Mr.  Hopkins’  proposals, 

Best,  Eborall,  Osier,  Young 

25,761-2,  25,766-9,  25,780 
Question  of  and  proposal,  R.  V.  N. 

Hopkins  ...  4025,  4346-51,  4397-400 


Mathematical  formula,  criticism,  R.  V.  N. 
Hopkins,  4017,  4071,  4125,  4271-6, 

4299-300;  Money 10,550 

Methods,  R.  V.  N.  Hopkins,  8-11,  64, 

3970-3,  p.  4-6  (6)-(13) , Board  of  In- 
land Revenue  ...  •••  •••  •••  P-  95-7 

Modification  in  future  must  be  con- 
sidered, R.  F.  A.  Hopkins  ...  ...  102  6 

before  1909,  system,  R.  V.  N.  Hopkins  ...  3968 

from  1909-10,  system,  R.  V.  N.  Hopkins  396G 
Object  of,  It.  V.  N.  Hopkins  192,  3957, 

/lOKfi  «;r 


from  under  £100  a year,  scheme,  Beck 

17,098,  17,116-7,  p.  133 


Percentage  System : 

Advantages,  R.  V.  N.  Hopkins 

4420-5,  4439 

Objection  to,  R.  V.  N.  Hopkins  ...  4191 

Present  system,  retention  desired  subject 
to  certain  alteration  re  marginal 
relief,  Young , Best,  Eborall,  Osier. 

25,753,  26,222-9,  26,233-47 

Principle  of,  Stomp  9604-7 

Productional  considerations,  Edgeworth  ^ 


Rate  should  be  increased  on  large  m-  .. 

comes,  Shirkie  9138,  9211-c 
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Graduation — cont. 

Report  of  Select  Committee,  1906,  Board 
of  Inland  Revenue  ...  ...  p.  53-4 

Requirements,  Monty  ...  10,551. 

plain  Scale,  scheme,  Money  10,542-6, 

10,628-37,  If, 704  -11,  11,032-6,  11,148-52 
separate  Scale  for  married  and  single 

people,  objection  to  proposal,  Spry  ...  2796-7 
Scale,  method  of  arriving  at,  R.  V.  N. 

Hopkins  ...  ...  ...  ...  ...  213-4 

Schemes,  Currie,  7683-91,  7815-47,  7918- 
32;  Dagg,  20,805-7,  20,904-6;  Zorn, 
24,725-35,  24,740,  24,742-53,  24,776-81, 

24,788-90 

Scheme,  Super-tax  to  start  at  lower  figure 
with  lowered  rate  of  Income  Tax,  IF. 

Cash  8289,  8556-60,  p.  123 

Small  zones,  difficulty,  R.  V.  N.  Hopkins  4338 
Smooth  : 

Abolition  of  large  increases  or 
“ jumps,”  proposal,  Schooling,  966, 

1019,  1029-44,  p.  48-9 
Alternative  methods,  Brabrook  ...  1477 

Desirable,  J.  E.  Allen  1472  (7) 

£500-£  1,000  by  readjustment  of 
abatements,  proposal,  R.  V.  N. 
Hopkins  ...  ...  ...  ...  4030-1 

Methods  of  securing,  and  criticisms  of 
proposals,  Best,  Eborall,  Osier, 

Young 25,756-69 

above  £1,500  by  special  relief  from 
duty,  proposal,  R.  V.  N.  Hopkins 

4030,  4032-43,  4129-30 
Criticisms,  Money  ...  ...  ...  11,033 

Possibility  of,  and  methods,  Stamp  ...  9583 

Proposals  for,  R„  V.  N.  Hopkins  ...4024-35 
would  Remove  complications,  IF. 

Cash  8295 

Smoother  and  more  continuous,  scheme, 

Webb  6891,  7104-6 

Steep,  up  to  £5,500,  advocated  by 

N.U.C.,  Hughes  4542,  4560-1 

too  Steep  in  lower  rates,  R.  N.  Carter  ...  3140 

Steeper  : 

Advocated,  C.  R.  Carter,  20,153 

20,154-5,  20,208-16,  20,287 
Advocated,  especially  on  incomes  over 

£5,000,  proposal,  Hughes  ...  ...  4549 

on  every  £100  above  certain  limits 

would  be  approved,  Edwards  2414-21,  2555 
Steeper  and  smoother  advocated,  Profes- 
sional Workers'  Federation,  12,250; 
Wolstenholme,  12,264-78;  Norman, 

12,358-62;  R.  Jones  12,362-70 

100  steps,  doubt  as  to  advantage, 

R.  V.  N.  Hopkins  ...  ...  ...4328-38 

Super-tax  method  (increase  on  each 

SUCCEEDING  AMOUNT)  : 

would  be  Advantageous,  and  ques- 
tion of  method,  IF.  Cash  ...  8295-314 

Difficulties,  R.  V.  N.  Hopkins  4129- 

34,  4301-2,  4432-7 

possible  Method,  Brabrook  ...  ...  1477 

above  £1,000,  certain  objection  to 
proposal,  owing  to  loss  to  Revenue, 
Haii-ison,  15,082-4,  15,247-56,  15,400-18 
Opinion  re,  Board  of  Inland  Revenue 

p.  184-5 

Probable  practical  working,  Board 

of  Inland  Revenue  ...  ...  p.  216-23 

Proposals,  Schooling,  1122-31;  R.  N. 

Carter,  3142 ; Lakin-Smitli,  7707 ; 

Rayner  ...  ...  ...  8842,  8852 

Scheme  of  increase  by  successive 
£100  of  income,  Quin  24,324, 

24,349,  24,358,  24,360-4,  24,405-23. 

24,430-47,  24,521-8,  24,551-6 
Table  showing  effect  of,  at  present, 

R.  F.  N.  Hopkins  ...  ...  3988,  4381-5 

Tax  payable  on  prese'nt  and  proposed 
scales,  Professional  Workers'  Federa- 
tion, 12,250;  Wolstenholme,  12,305-12, 

12,315;  Norman  ...  ...  12,317 

Unfairness  of  jump  from  £130  to  £131, 

Webb  7136-8 

Working  of,  R.  V.  N.  Hopkins  12-13,  4000,  p.  5 


Graduation— cont. 

Zone  system  of  increasing  rates  and  in- 
creasing abatements  scheme,  Best, 

Eborall,  Osier,  Young  25,770-4,  25,781-2, 
26,117-20,  26,137-85,  26,192-205,  26,233- 

47,  p.  176-80 

Opinion  re,  Harrison  ...  27,232-48,  27,319 
“ Zones,”  extent  of,  memorandum, 

Board  of  Inland  Revenue  ...  p.  186—7 
Gresham  Life  Assurance  Society,  Ltd.,  evi- 
dence on  behalf  of,  see  Macnaghten,  Steuart, 

16,588-93,  17,072-89 

Ground  rents,  lease  rents,  head  rents,  &c., 
taxation  at  the  source,  Board  of  Inland 
Revenue  ...  ...  ...  ...  ...  p.  62  (5) 

Ground  values,  assessment,  not  favoured, 

Evans  ...  20,518 

Guillemard,  Sir  Laurence,  quoted,  Cahill, 

18,162,  18,163 


Haberdashers”  Company,  lands  owned  by,  at 
Adbaston,  exemption  from  taxation  and 
proposal  re  repeal,  Harrison,  27,355-60; 

Board  of  Inland  Revenue  ...  ...  p.  190-1 

HALL,  FRANK,  on  behalf  of  the  Miners’ 
Federation  of  Great  Britain  (joint  evidence) 

19,085-336 

Cost  of  living  ...  19,091,  19,164-8,  19,293-5 
Exemption  limit  19,083—93,  19,127—40, 

19,296-314,  19,317,  19,321 
Indirect  taxation  19,089-90,  19,312,  19,327-36 
Miners,  earnings  and  coal  supply  19,087-8, 

19,319-20 

Rate  of  tax  above  £5,000  ...  ...  ...  19,323 

Wage-earners,  deduction  of  tax  by  em- 
ployers ...  19,315—8,  19,225—33,  19,243—6 

HALL,  T.  HALL,  on  behalf  of  the  London 
Playing  Fields  Society,  particulars  re 
society  and  grievances  re  Income  Tax  22,832—937 

Harcourt,  Sir  William, 

and  Allowances  for  repairs,  Board  of 
Inland  Revenue  ...  ...  ...  p.  140 

and  Graduation,  1890,  1894,  1901,  Board 
of  Inland  Revenue  ...  p.  51  (9),  (11) 
Hardie,  Keir,  on  differentiation,  1906  p.  55  (14) 
HARRISON,  E.  R.,  Assistant  Secretary  to 
the  Board  of  Inland  Revenue  6297-6482, 
14,320-580,  15,073-630,  24,982-25,390, 

26,835-7361,  p.  169-74 
Appeals  25,027—9,  25,039,  25,060—5, 

25,096,  25,365-7 

Assessment  ...  ...  •••  25,086-8,  25,141-8 

Additional  25,284 

Average  system  ...  15,584-7 

Bases  ‘..  15,113,15,120,15,130-1, 

15,137,  15,138,  15,148,  25,026 
Inquiries  to  public  ...  25,098,  25,277-9 

Errors  ...  ...  •••  25,280-6 

Place  of  ...  •••  •••  25,009 

Preceding  year  15,117—29,  15,130, 

15,472-9, * 15,483-509,  15,520-9,  15,534-40, 
15  575-83,  15,589-615,  15,624-30,  25,094, 
25,232-55 

Single  ...  25,010-5,  25,019,  25,328-39 

Three  years’  average  15,115-6,  15,129, 

15  150-80,  15,468,  15,541-6,  15,509-19, 

15,139-45,  15,620-3,  15,547-59 
Assessors  ...  •••  •••  •••  25,260-3 

Board  of  Inland  Revenue,  rule-making 

power  ...  ...  25,354-5,  25,377-88 

Bonus  dividends  14,334,  14,382-8,  14,391, 

14,392,  14,487-9,  14,565-7 
Brewers’  deductions  in  respect  of  rental 
value  of  tied  house  less  than  Schedule  A. 

value  26,998-7002 

British  Companies  controlled  abroad  14,459-66 

Charities  26,893-4,  26,902-3 

City  of  London,  practice  as  to  agree- 
ment of  assessments  ...  ...  25,272-5 

Clergy  and  bishops  26,940-97,  27,198- 

204,  27,294-318 

Collieries,  assessment  15,562-8 

Control  •••  6448-58 
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HARRISON,  E.  R. — cont. 

Co-operative  Societies  27,274-9,  27,283-5 

27,288,  27,291-3 

Demand  notices  25,268-71 

Differentiation  ...  27,128-32,  27,221-31,’ 27,354 
Dividend  warrants,  counterfoils  ...  25,101 
Double  Income  Tax  : 

within  the  Empire  : 6299-300 

Charge  for  “ double  services  ” ...  6363-4 
Difficulties  in  connection  with 

6305-7,  6389-96 
Dominion  and  foreign  systems  6337-50 

Hardship  6308-9 

Relief,  question  of,  and  criticism 
of  proposals  6310-36,  6356-62, 

6402,  6459-62,  6467-78 

Foreign  27,047-62 

Employers,  deduction  of  tax  by  25,095, 

25,100-2,  25,108-17,  25,251-5 
Evasion  14,328-579,  15,083-91,  15,129, 

15,541-6 

Foreign  and  Colonial  dividends  14,446-58 

14,467-81,  14,519-25 

Forms  24,983-96,  25,003,  25,005,  25,103, 

25,104-5,  25,202-7,  25,259-67 

“ Free  of  tax  ” 15,105-10,  15,280-7 

Graduation  15,082-4,  15,209-18,  15,247-56 
15,292-315,  15,373-91,  15,400-18,  27,232- 

48,  27,319,  27,320-53 
Haberdashers’  Company,  exemption  27,355-6 

Inquiry  offices  25,288-94 

Instalments,  two  25,038,  25,118-21 

Ireland,  Schedules  D and  E 25,096 

Land  and  property  25,082,  25,084 

25,099,  25,223-8,  27,249-73 
Machinery  and  plant,  depreciation 

allowance  25  097 

Married  persons  14,579,  26,850-76 

Non-residents  6367-86,  6404-31,  6440-7, 

6479-82,  26,937-9 

Partners  14,322-6,  14,398-405,  25,006 

25,008,  25,138-40 

Payment,  time  of  25,030-6 

Prepayment  25,041-50 

Rates  of  Income  Tax  and  Super-Tax  ...  p.  170 

Reliefs 15,181,  25,106,  25,287 

Rents,  deduction  of  tax  15,102,  15,258-9 

Repayment  15,079,  15,231-41,  15,262-70, 

15,356-60,  .15,424-5,  15,^29,  15,462-6,  25,053, 
25,055-6,  25,058-9,  25,106,  25,295-8 
Returns  24,994,  24,997-5002,  25,004, 

25,122-37,  25,171,  25,208-11,  25,259,  27,275-60 
Scope  of  tax  in  United  Kingdom  and  the 

Dominions 6301  -4 

Scotland,  local  rates  27  043-6 

Settled  funds  accumulated  for  the  benefit 
of  minors,  Super-tax  liability- 

26, 877-90,  27,120-7,  27,195-7 

Soldiers,  sailors,  &c.  p.  174 

Special  Commissioner^  25  096 

Sporting  rights  27,065-119,  27,205-15,  27,217-20 
Super-tax:  14,421-34,  14,499,  14,568-72, 

25,351-3,  pp.  I69I7O,  173 
Assessment  15,271-3,  15,339-55, 

15,361-75,  15,441-7 

Evasion  14,328-579,  15,088-91 

Interest  on  Estate  Duty  as  deduction 

27,133-59 

Merging  of,  with  Income  Tax  14,533- 

64,  25,017-20,  25,299-325 

Returns  25,129-37,  25,169-70 

Surcharge  25,021-4 

Surveyors  : 

Departmental  instructions  25,100 

Office  accommodation  ...  25,056-7 

Taxable  income  ...  26,969-70,  27,294-318 

Taxation  at  Source:  15,448-52,  25,101, 

25,348-50 

Rate  ...  15,430-40,  15,419-23,  15,453-61 
when  Rate  of  tax  altered  15,093-104, 

15.275-7,  15,288-91,  15,316-38, 

15,333-8 

Reduction  of  rate  15,076-92,  15,183- 
208,  15,219-30,  15,242-6,  15,391- 

9,  15,414-8 


HARRISON,  E.  R.— cont. 

Trade  Associations  27,003 

Traders,  notification  of  commencing 

trade  25,102,  25,212-6 

Undistributed  profits  14,320-7,  14,349, 
14,351-88,  14,396,  14,486,  14,484-7’ 

14,504-5,  14,512-8 

Weekly  wage-earners  25,090-4,  25,149-62, 
25,166-7,  25,229-31,  25,248,  25,250-1, 

25,348-50 

Woodlands  27,063-4 

Year  of  assessment  25,067-78,  25,172-8, 

25,183-98 

HASLIP,  Dr.  G.  E.,  on  behalf  of  the  British 

Medical  Association  16,439-542 

British  Medical  Association  ...  16,445-6 

Children  allowance...  16,441  (f),  16,442, 

16,443,  16,539 

Dwelling-house  used  for  purpose  of 

business  16,441  (e),  16,443,  16,468-80,  16,532-5 
Leaseholds  ...  16,441  (c),  16,484-9,  16,536  8 

Machinery,  depreciation  allowance 
16,441  (b),  16,443,  16,457-64,  16,467,  16,524-31 
Partnerships,  assessment  16,441  (d), 

16,443,  16,465-6,  16,490-519 
Returns  16,439-40,  16,441  (a),  16,443, 

16,447-56,  16,520-3 

HATTON,  J.  L.  S.,  Principal  of  the  East 
London  College,  Barrister-a t-Law  ...  24,923-81 

Board  of  Inland  Revenue  decisions, 
should  be  available  to  public  24,937,  24,929 
Inland  Revenue  officials,  criticism 

24,928,  24,940-80 

Schedule  A 24,930,  24,980 

Schedule  E 24,930,  24,980 

Superannuation  schemes  24,923-7,  24,932-9 
HAVILAND,  W.  A.,  on  behalf  of  the  Central 
Landowners’  Association,  the  Land  Union, 
and  the  Land  Agents’  Society,  etc.,  etc. 

(joint  evidence),  see  Wood,  Leslie  S.,  and 
Haviland,  W.  A.  ...  ...  ...  22,400-550 

HAWARD,  Sir  HARRY,  WHITELEY,  F. 
OGDEN,  and  KEITH,  Ex-Provost,  on 
behalf  of  the  Institute  of  Municipal 
Treasurers  and  Accountants  Incorporated 

(joint  evidence)  11,217-535 

Assessment  basis  11,253,  11,296  (g),  11,390-1 
Cemeteries  and  crematoria  11,257,  11,296  (j) 
Institute  of  Municipal  Treasurers  and 
Accountants,  explanation  re  submis- 
sion of  evidence  ...  ...  11,303 

Local  Authorities  : 

Assessment,  present  position 

11,218-39,  11,298,  11,300,  11,369-73 
Buildings  for  housing  administrative 
staff,  etc.,  exemption  should  be 
considered  11,296  (e),  11,304, 
11,315-33,  11,339,  11,342-6,  11,419, 

11,428,  11,507-14 
Claims  on  behalf  of,  summary  11,282,  11,296 
Cost  of  stamping  debentures,  etc. 

11,254,  11,296  (h),  11,392-4 
Lands  occupied  by,  exemption  ques- 
tion ...  11,242-3,  11,251,  11,296  (f) 

Right  of  setting  tax  paid  under 
Schedule  A against  certain  liability 
advocated,  11,273-81,  11,283-94, 

11,296  (0),  11,299,  11,300,  11,301-3, 
11,315-33,  11,347-50,  11,373, 

11,380-9,  11,408-9,  11,433-49, 

11,451-65,  11,489-520,  11,522-4, 

11,527-34 

Treatment  as  Corporation  and  entity 
advocated,  11,258-71,  11,282,  11,296 
(a),  11,304,  11,351-56,  11,366, 

11,376-9,  11,411-7,  11,466-78, 

11,503,  11,507,  11,516-20,  11,524-6 
Machinery  and  plant,  depreciation  allow- 
ance   11,253,  11,296  (i),  11,395-6 

Public  sewers,  assessment  and  claim  to 
exemption,  11,244-50,  11, 296(d),  11,307- 
12,  11,334-8,  11,340-1,  11,368,  11,374, 

11,399-407,  11,420-7,  11,431-2,  11,479-88 
Superannuation  and  thrift  funds  11,295, 

11,296  (r) 


INDEX. 


279 


Henderson,  Coi.  H.  D.,  on  behalf  of  the 

Excise  Clerks’  Association  (joint  address), 
see  Congdon,  P.  J.,  and  Henderson,  Col. 

H.  D 26,370-431 

Herschell,  Lord,  quoted 3577,  23,880 


HEWITT,  COPLEY  DELISLE,  Clerk  and 
Counsel  to  the  Commissioners  of  Taxes  for 
the  City  of  London,  etc.  21,544-22,  133,  p.  148-58 
Experience  of,  and  position  as  witness 

21,581,  21,964-6,  22,069-77 

Accountants  21,747-3 

Administration  21,555,  22,063-7 

Appeal,  notice  of  21,574 

Assessment,  21,555,  21,563,  21,571, 

21,573,  21,577,  21,736,  21,981-3,  21,560-1 
Assessors,  21,558,  21,560-1,  21,594—602, 
21,684-733,  21,746-8,  21,753,  21,774-822, 
21,846-84,  21,942-59,  21,984-99,  22,004- 
12,  22,038-48,  22,051-8,  22,079-93, 

22,118-22 

Board  of  Inland  Revenue,  21,546,  21,551- 

4,  21,744-5 

City  of  London  : 


Additional  Commissioners,  21,660- 
733,  21,749-55,  21,765-72, 

21,938-59,  22,096-101 
Commissioners,  21,585-658,  21,740—3, 

21,773,  21,823-45,  21,890-37, 

22,020-6,  22,050 

Clerks  to  the  Commissioners  21,981-3, 

22,027-37,  22,059-63,  22,102-16,  22,123-32 
Collectors,  21,548,  21,560-1,  22,038-49, 

22,051-8,  22,079-95,  22,118-22 

Dates  specified  in  Act  21,576 

Demand  note  and  notice  of  charge  ...  21,572 

Directors’  fees  21,568 

Forms  21,559,  21,747 

General  Commissioners,  position,  etc.  of, 
and  importance  21,545-54,  21,581-4, 
21,744-5,  21,761-4,  21,885-9,  22,068, 

21,973-80 

Income  Tax  year  21,562,  21,756-60 

Partners  21,567 

F-epayment  and  overdue  payments  21,569-70 

Public  Inquiry  office  ...  ...  21,737-9 

Repayment  ...  ...  ...  ...21,575,  21,629 

Return,  basis  of  21,565,  21,758-60 

Schedules  ...  ...  ...  ...  21,566,  21,736 

Super-tax  ...  ...  ...  21,564,  22,013-8 

Surveyors  21,558,  21,605-58,  21,679-713, 

21,753,  21,826-45,  21,894-5,  21,973-5, 

21,998-2003 


Hewitt,  Sir  Thomas : 

on  Agency,  Mace  ...  ...  ...  ...  10,303 

on  Differentiation,  Board  of  Inland 

llevenue  p.  55  (11) 

on  Evasion,  Board  of  Inland  Revenue  ...  p.  76 
on  Graduation,  Board  of  Inland  Re- 
venue   p.  52  (13) 

on  Terminable  annuities,  Board  of  Inland 
Revenue  ...  ...  ...  ...  p.  72  (9) 

HILTON,  J.P.,  on  behalf  of  the  Birmingham 
Corporation  Savings  Bank  : 12,987-13,024 

Savings  Banks  : 

Declarations  by  depositors  and 
bankers  12,990-3,  12,997-300, 

13,007-9,  13,018-9 

Exemptions  from  tax  of  deposits  up 
to  £500  advocated  12,990-6,  13,002-23 

Hire-Purchase  Trade,  particulars  re,  method 
of  Income  Tax  assessment  and  proposed 
revision,  Sewell  24,603-11,  24,639-703; 

Tudor  24,611-25,;  Allpass  24,626-31;  Teale 

24,632-7,  24,705-22 

Hire  Traders’  Protection  Society,  evidence 
on  behalf  of,  see  Sewell,  Samuel  James; 

Tudor,  Henry  Edmund;  Allpass,  Charles; 
and  Teale,  George  Edward  ...  ...  24,603-723 

HOBSON,  ALBERT  J.,  Pro-Chancellor 
of  the  University  of  Sheffield,  and  Chairman 
of  the  Glass  Research  Delegacy  ...  ...9106-33 


HOBSON,  ALBERT  J.—cont. 

Claim  to  exemption  of  contributions  to 
Glass  Research  Delegacy  and  donations 
for  encouragement  of  research  and 
advanced  learning  ...  ...  ...9106^-33 

Holland : 

Assessment  of  farmers,  Board  of  Inland 
Revenue  ...  ...  ...  ...  ...  p.  115 

Assessment  of  married  persons,  Board  of 
Inland  Revenue  ...  ...  ...  ...  p.  106 

Children  allowance,  Board  of  Inland 
Revenue  ...  ...  ...  ...  ...  p.  109 

Differentiation  method,  Board  of  Inland 
Revenue  ...  ...  ...  ...  ...  p.  109 

Double  Income  Tax  provisions,  Harrison 

6342,  6344-7 

HOLME,  RANDLE  F.  W.,  on  behalf  of  the 
Law  Society  (joint  evidence)  ...  23,889-24,171 
Additional  assessment  23,896,  24,030-4, 

24,069-77 

Additional  Commissioners  23,890,  23,965-76 
Appeals  23,893-5,  23,897,  23,899,  24,025-9, 

24,035-7,  24,078-80 
Assessors  ...  ...  ...  23,890,  23,981-91 

Board  of  Inland  Revenue,  statement  of 

case  for  ...  ...  ...  ...  ...  23,898 

Clerks  to  the  Commissioners  23,892, 

23,995-6,  24,126-7 
Dividend  vouchers  ...  ...  . .23,900,  24,038 

General  Commissioners  ...  ...23,888,  23,890 

Inland  Revenue  officials,  lack  of  co- 
ordination between  ...  ...  ...  23,901 

Special  Commissioners  23,891,  23,997- 

4024,  24,081-104,  24,128-31 
Holt  Women’s  Service  Society,  resolution  in 
favour  of  separate  taxation  of  married 

persons  2943 

HOME,  J.  H.  MILNE,  on  behalf  of  the 
Scottish  Land  and  Property  Federation 

(joint  evidence) 22,622-831 

Deer  forests  ...  ...  ...  ...  22,808-31 

Land  and  Property  : 

Assessment  ...  22,624,  22,630-1, 

22,637-42,  22,674-5,  22,682 
Improvements  22,631,  22,665-73, 

22,726-31,  22,786-94 
Repairs  allowance  22,623,  22,625, 

22,631,  22,643-54,  22,704-25 
Mining  engineers  ...  ...  22,629,  22,631 

Woodlands,  assessment,  22,626-8,  22,655- 
64,  22,674-80,  22,683-703,  22,732-7, 

22,740-50,  22,795-9 

Home  and  Foreign  Produce  Exchange,  Ltd. : 
Capital  represented,  &c.,  Cahill  17,924, 

18,260-4,  18,314-28 

Evidence  on  behalf  of,  see  Cahill,  Michael 

Frederick  17,924-18,329 

HOOK,  A.,  Superintending  Inspector  of 

Taxes  9863-10,121 

Boring  expenditure  ...  ...  ...  ...  9972-9 

Buildings,  depreciation  allowance  9938, 

10,078-97 

Depreciation  allowances,  methods  9934-7, 

10,003-7,  10,062-6,  10,101-20 
Mineral  deposits,  wasting  assets  question 
9883-902,  9908,  9918-23,  9950-66,  9987, 

10,029-35,  10,042-3 

Patents  9917,  9991-6,  10,044-56 

Plant  and  machinery,  depreciation 
allowance  9864,  9870-2,  9929-37,  9939, 

10,008,  10,012-8,  10,067-77 
“ Profits,”  meaning  9874,  9878-80, 

9938,  9998-10,002,  10,025-8,  10,108-10 
Purchased  terminable  annuities  9909-16, 

9938,  9998-10,002,  10,108-10,  10,025-8 
Shaft  sinking,  &c.  9903-8,  9938,  9967-71, 

9980-6,  10,031,  10,035,  10,037-41,  10,057-60 
Wasting  Assets  : 

Allowance  question  9918-28 

Board  of  Inland  Revenue  attitude  10,029 
Foreign  and  Colonial  systems  9938,  10,025-8 
General  considerations  ...  9873-82 

Present  position  ...  9865-9,  9945-T7 
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HOPKINS,  RICHARD  BORROUGH,  on 
behalf,  of  the  National  Federation  of  Iron 
and  Steel  Manufacturers  ...  ...  13,025-268 

Appeal,  notice  of  ...  ...  13,085,  13,172-9 

Assessment  ...  ...  ...  13,053,  13,060 

Board  of  Referees  ...  ...  13,085,  13,180-98 

Buildings,  depreciation  allowance 

13,034-6,  13,061,  13,066-70,  13,088 
Debts,  had  and  doubtful  ...  13,048,  13,214-9 

Double  Income  Tax  ...  ...  ...  ...  13,052 

Fixtures  13,037 

Foreign  goods  sold  in  England  13,052,  13,085 
Housing  ...  13,050,  13,077-84,  13,159-71 

Iron  and  steel  industry  ...  13,029-30, 

13,060-7,  13,073,  13,090-113,  13,119-38, 
13,241-8,  13,220-40 
Leasehold  premises  ...  ...  13,038,  13,077 

National  Federation  of  Iron  and  Steel 
Manufacturers  ...  ...  13,028,  13,055 

Patents  ...  ...  ...  13,039,  13,077 


Plant  and  Machinery  . 

Depreciation  allowance  13,032-4. 

13,060-1,  13,073,  13,249-59 
Obsolescence  13,040-2,  13,070,  13,073, 

13,139-49,  13,260-7 


Taxation 

Rates 

Removal,  cost  of 
Subsidiary  companies 
Terminable  concessions 
Trade  Marks 


13,051 
13,029,  13,199-213 

13,037 

...13,049,  13,077 
...  13,047 
13,039 


Wasting  assets  13,044—6,  13,073—7,  13,150—3 


HOPKINS,  R.  Y.  N.,  C.B.,  Commissioner  of 
Inland  Revenue  1-262,  3966-4464,  p.  1-26, 

p.  81-94 

Abatements  8,  3970,  3990,  3992-4,  4002, 

4026-7,  4031,  4129-30,  pp.  2 (14),  4 (9) 
Adjustment  and  repayment  15,  134,  221- 


2,  243,  p.  7 (18),  p.  10  (46) 

Allowances 

64,  4002 

Assessment : 

Bases  of  ... 

r ...  ...  p.  9-10 

Place  of  ... 

p.  10  (47) 

Board  of  Inland 

Revenue  4217-21 

Burden  of  tax  3997,  4001-3,  4074,  4084—7 

4114,  4225 

Children  allowance  8,  p.  3 (19),  p.  4 (10), 
p.  5,  3974-7,  3984-6,  3991-5,  4073,  4089- 

93,  4283-90 

Collection  4064 

Companies,  corporations  and  legal  per- 
sons 7,  48-9,  207-12,  223-6,  p.  3 (1),  p.  4 (5) 
Complication  of  tax  ...  ...  ...  4066 

Dependants,  allowance  for  8,  p.  4 (10), 

3974-7,  3984-6,  3991-4,  4090 
Differentiation  10,  45,  197-200,  4046, 
4049-52,  4055-62,  4079,  4200-8,  4204-15, 

4291-2,  4296-8,  4446-8,  4460,  p.  1 (8), 
p.  2 (9)  (ii),  p.  3 (18)  (19)  (20),  p.  4 (6) 

(7)  (8);  p.  5,  p.  6 
Direct  assessment  ...  ...  p.  6 (17) 

Dividends,  “ free  of  tax  ” 250-1 

Double  Income  Tax  5,  18,  66-7,  88-96, 

181-4,  p.  7 (20) 

Earned  income,  rates  in  U.K.,  Australia, 

New  Zealand,  Canada  and  U.S.A.  ...  p.  96 
Evasion  40,  65,  72,  77-9,  127,  4226-32, 

4386-8,  4390-1,  4412-6,  p.  1 (4) 

Excess  Profits  Duty 

Exemption  limit  8,  3980-r6,  4073,  pp.  1 (2) 

(4)  (6),  4 (8) 

Flat  rate  3967 

Graduation  8,  13,  45,  64,  191-6,  213-4, 

3966-73,  3987-8,  4000,  4004-5,  4015-7, 

4018-43,  4071,  4079,  4080,  .4094-7, 

4i25,  4129-34,  4191,  4256-60,  4271-82, 
4299-322,  4328-38,  4352-4,  4369-73, 

4381-5,  4393-400,  4427-37,  pp.  1 (2), 

3 (17),  (19),  4-6  (6)-(13),  92-104,  105 


Incidence  of  tax  4378 

Income,  definition  question  177-80 

Income  Tax : 

Demand  for  a simple  tax  ...  ...  26-8 

Existing  system ...  p.  3 

History  of  45,  p.  1-3 


HOPKINS,  R.  V.  N. — coni. 
Income  Tax — coni. 


Sketch  of  ...  ...  ...  ...  3-25 

Success  of  ...  ...  ...  ...  36,  103-11 

Income  Tax  year  ...  ...  ...  ...  140-55 

Interest,  liability  to  taxation  ...  ...  171-7 

Life  Insurance  premiums,  allowance  ■ for 

18,  45,  255-6,  4034-5,  p.  2 (9),  p.  6 (12} 
Limited  liability  companies  ...  ...4404-11 

List  of  taxpayers  4459 

Loqal  Income  Tax  4417-8 

Married  persons,  assessment  4393-6,  p.  10-1 
Non-residents  ...  5,  7,  227-30,  p.  4 (5) 

Old  Age  Pensions. 4252-5 

Plant  and  machinery,  depreciation  p.  2 (13) 

Profits  on  speculations  252-4 

Questions  likely  to  be  brought  forward 

for  consideration  ...  ...  ...  29-35 

Rates  4243—50 

Effective  table,  1918-19  ...  4008, 

4245-50,  4323-7,  4574,  4379  30 
Nominal  and  effective  ...  ...  p.  5 

Reduction  by  Id.,  3d.,  6d.  in  the  £1, 

cost  :.  ...  4006,  4074-5 

Reliefs  4072,  4346-51,  4361 

Repairs  and  maintenance  of  property, 

allowance  for  ...  190,  p.  2 (14),  p.  3 (19) 


Residents  in  U.K. : 

Control  ...  ...  30,  246-9,  p.  4 (3) 

Income  from  abroad  ...  ...  p.  7 (20) 

Returns  p.  7 (19) 

Schedules  and  Rules  19-25,  64,  p.4  (4),  p.  7-9 

Simplification  4401-3 

Soldiers,  sailors  and  merchant  seamen, 

reduced  rates  ...  ...  ...  p.  3 (20) 

Special  reliefs  p.  10  (48) 

Statistics  ...  ...  ...  ...  ...  p.  12 


Super-tax,  9,  35,  45-7,  67-72,  85-7, 

97-102,  134,  227-30,  237-40,  255-6, 

4007-14,  4046-51,  4075-9,  4098-111, 

4118-24,  4134-48,  4261-7,  4230-2, 

4355-60,  4365-7,  4374-7,  4404-11,  4449- 
51,  4462-3,  pp.  3 (19)  (20),  ZA,  4 (5), 

6,  10  (48),  11,  25,  26 
Taxation  at  the  source  and  impossibility 
of  abandoning,  14,  37-42,  65,  118-9, 

122-31,  134-9,  241,  4017,  4439,  p.  7 

(16)— (18),  p.  6 (16) 

Wages,  deduction  by  employers 4065 

War  loans,  “ free  of  tax  ” interest 

pp.  3 (23),  9 (34) 

Wife  allowance  83,  974-7,  3984-6,  3994, 

4073,  4283-90,  pp.  4 (10),  5 
Workmen,  quarterly  collection  from  ...  257-9 
Hotels,  Boarding-houses,  etc.,  allowance  of 
two-thirds  per  cent,  of  Schedule  A assess- 
ment often  inadequate,  and  proposal, 

Ereaut 4810 


House  Property,  Scotland  : 

Characters  of,  Steel  ...  ...  ...  ...  20,525 

Private  enterprise,  hardships  of,  Steel, 

20,526,  20,543,  20,546-58,  20,614-8,  20,635-40 

Housekeeper  Allowance : 

in  Proportion  as  maintenance  has  been  in- 
curred in  one  whole  Income  Tax  year, 

proposal,  G.  11.  Carter 20,148 

Two-thirds  of  exemption  limit  to  widowor 
with  child  or  children  under  16,  pro- 
posal, Parsons  1557 

Houses  of  Parliament  . employees,  assess- 
ment by  Departmental  Commissioners, 

Collins  p.  34  (116)  (117) 

Housing  of  workpeople,  allowance  for  differ- 
ence between  actual  cost  and  economic 
value,  advocated,  R.  B.  Hopkins,  13,050, 
13,077-84,  13,159-71;  S.  E.  Cash 16,081 

HOVIL,  LEWIS  FREDERICK,  on  behalf  of 
the  Life  Offices’  Association  16,543-59, 

16,594-944,  17,090-3 

Banking  business,  taxation 

15,553,  16,711-2,  16,868-72,  16,908-11 
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tiOVIL,  LEWIS  FREDERICK- — cont. 

Life  Assurance  : 

Bonuses  ...  ...  ...  ...  16,790-816 

Distinct  from  other  forms  of  assur- 
ance and  industries  ...  16,544,  17,092-3 

Endowment  system  ...  16,544,  16,763-80 

Mutual  16,739-45 

Profits  ...  16,545-7,  16,550,  16,598-600 

Proprietary  16,746-53 

Life  Assurance  offices  : 

Reversionary  interest  ...  ...  16,717-21 

Taxation  : 

Differential  rate  advocated, 

16,555,  16,556,  16,633-54, 

16,668-704,  16,722-834,  16,782- 
5,  16,817-84,  16,888-90,  16,897, 

16,900-1,  16,905-7,  16,912-41 
on  Profits  and  interest,  option 

of  16,551,  16,556,  16,707-21 

on  Profits  advocated,  16,554, 
16,601-32,  16,552,  16,705-6, 

16,754-80,  16,891,  16,908-11 
System  ...  ...  ...  ...  16,549 

HOWE,  G.  F.,  Presiding  Commissioner  for  the 
Special  Purposes  of  the  Income  Tax  Acts,  13,405-824 
Accounts,  production,  13,471-6,  13,559-81, 

13,583-6,  13,683-4,  13,712-3,  13,788-93 


Appeai.s  : 

to  High  Court  ...  13,409,  13,498,  13,530-8 

to  Special  Commissioners  13,410-1, 

13,414,  13,416,  13,417,  13,418, 

13,457-60,  13,676-7,  13,682-3, 

13,727-8,  13,769-74,  13,780-3,  13,812 
Assessment  basis  ...  ...  ...  13,821-3 

Cessation  of  trade,  etc.  ...  ...  13,439—40 

Debts,  had  and  doubtful 

13,454-6,  13,528-9,  13,547-54,  13,693-8 
Double  Income  Tax  ...  ...  ...  13,818-9 

Dwelling-houses  partly  used  for  trade 

purposes  ...  13,425—7,  13,513—6,  13,539—46 

Evasion  ...  ...  •••  •••  13,576,  13,583 

by  Settlements,  13,441-3,  13,590-5, 

13,688-92,  13,752-65,  13,794-8 
of  Super-tax,  by  non-residents 

13,449-53,  13,648-60 
Foreign  and  Colonial  dividends,  13,431—8,  13,522—4 

General  Commissioners  13,678 

Ireland  : 

Appeals  13,482-7,  13,741-50 

Assessment  13,477—81,  13,661— 73,  13,686 

Special  Commissioners  ...  13,724—32 

Surveyors  ...  ...  ...  13,737-40 

Married  Persons,  assessment  of 13,823 

Plant  and  machinery  : 

Depreciation  allowance,  13,466—8, 

13,714-5,  13,491-5,  13,785-7,  13,815-8 
Obsolescence,  13,466-70,  13,555-8, 

13,699-711,  13,720-3 
Reliefs  ...  13,421—4,  13,506—12 

Special  Commissioners  : 

Assessments  by,  13,414,  13,416,  13,421- 
4,  13,506-12,  13,428-30,  13,517-21, 

13,623-47,  13,685-7 

Competency  of,  to  deal  with  agricul- 
ture ...  ...  •••  •••  13,733—6 

Constitution,  status,  salaries,  etc. 
13,406-7,  13,596-609,  13,613-22, 

13,716-9,  13,775-9,  13,784,  13,799- 

811,  13,814-5 

Duties  ...  13,408,  13,587—9,  13,725-6 

Oral  evidence,  proposal...  13,488-90,  13,751 

Revenue  raised  by  13,418 

“ Stipendiary  Commissioners  ” proposal  13,444-3 

Void  properties  ...  ...  13,461-5 

Howe,  Earl,  case,  Martineau 24,173 

HUBBACK,  Mrs.,  on  behalf  of  the  National 

Union  of  Societies  for  Equal  Citizenship,  2939-3017 
Married  Persons,  objection  to  joint 

assessment  and  claim  to  separate  2939-301 J 


Hubbard,  J.  G.  (Lord  Addington) : 

Differentiation  scheme,  1861,  Board  of 

Inland  Revenue  p.  55  (7),  (8),  (9) 

on  Nature  of  Income  Tax,  Steel  ...  ...  20,529 

Opposition  to  graduation  and  exten- 
sion of  exemption  and  abatement  limits 
1861,  1876;  Board  of  Inland  Revenue, 

p.  51  (6)  (7) 

Select  Committee  of  1861  under,  R.  V.  N. 

Hopkins  ...  ...  ...  ...  45,  p.  2 (11) 

on  Taxation  of  depreciation  fund,  Gibbs  3037 
on  Terminable  annuities  1861,  Board  of 

Inland  Revenue  p.  71  (5),  (6),  (7) 

on  Wasting  assets  1861,  Board  of  Inland 

Revenue  ...  ...  ...  ...  ...p.  63  (3) 

Huddersfield  Women’s  Service  Society,  resolu- 
tion in  favour  of  separate  taxation  of 
married  persons  ...  ...  ...  ...  ...  2943 

Huddleston,  Baron,  quoted,  Board  of  Inland 
Revenue  ...  ...  ...  ...  •••  p.  74  (10) 

HUGHES,  FRED,  Assistant  General  Secre- 
tary of  the  National  Union  of  Clerks 

4539-701 

Abatement  limit  ,y.  ...  ...  4560,  4563-6 

Assessment  on  preceding  year’s  income,  4628-31 

Burden  of  taxation  4548,  4597-8 

Clerks,  household  budgets 

4543,  4545,  4561-3,  4595 
Dependants  ...  ...  ...  4614-9,  4653-7 

Exemption  limit,  4540-2,  4560-1,  4570, 

4586-92,  4637-52,  4660-4,  4667-84, 

4684-8,  4686-8,  4701 
Family  assessment,  4544-7,  4549-50,  4622-4 

“ Free  of  income  tax  ” salaries  ...  ...  4635-6 

Graduation  ...  ...  ...  4542,  4549,  4560-1 

Income  Tax  Inquiry  office  ...  ...  4625 

Indirect  taxation,  4542,  4548,  4560,  4569, 

4597-9,  4697-8 

National  Union  of  Clerks 

4542,  4558,  4560-1,  4574-85 
Pensions  to  discharged  soldiers  and  sailors  4558 
Repayments  ...  ...  ...  4566,  4625 

Soldiers,  sailors  and  airmen  ...  4555-7,  4566 
Three  years’  average  system 

4551-4,  4566,  4627-31 
20s.  in  the  £ tax  on  incomes  above  £5,000 

4542,  4560-1,  4601-3,  4665-b 
Unpopularity  of  tax  ...  4566,  4690,  4691-6 

Wages,  deduction  of  tax  from,  by  em- 
ployers ...  ...  ...  ...  4567-8 

Hume,  Joseph,  M.P.  : 

Capitalization  of  incomes,  scheme  and 
draft  Report,  Board  of  Inland  Revenue, 

p.  54  (4),  p.  55  (5) 

on  Wasting  assets,  1851-2;  Board  of  In- 
land Revenue  • ••  p.  63  (2) 

Hunstanton’s  Women’s  Service  Society,  reso- 
lution in  favour  of  separate  taxation  of 
married  persons  ...  ...  2943 

Hunter,  Lord,  Committee,  on  Repairs 
allowance,  Evans,  20,306-7 ; Churchman, 

20,705;  Sharland  20,936 

Husband  Allowance : 

Advocated  when  an  invalid  unable  to 
earn  and  dependent  upon  wife’s  earn- 
ings, Gordon  ...  ...  1242  (4),  1253 

Advocated  when  income  belongs  to  wife, 

Quin  ...  24,327 

Husband  and  Wife,  assessment  of,  see  Married 
Persons. 

HUTCHISON,  ALFRED,  on  behalf  of  the  As- 
sociation of  Trade  Protection  Societies  of 
the  United  Kingdom  (joint  evidence) 

17,199-203,  17,296-323 
Association  of  Trade  Protection  Societies 

of  the  United  Kingdom 17,309-17 

Trade  Associations,  subscriptions  to,  allow- 
ance advocated  ...  17,200—3,  17,296-322 

Imperial  charges,  certain,  should  be  trans- 

ferred from  rates  to  Imperial  funds  and 
additional  contributions  made,  Pratt 

19,907,  19,948,  20,006 
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Imperial  Commercial  Association,  evidence 
on  behalf  of,  see  Montgomerie,  John, 

17,612-705,  p.  136-42 

Imperial  Conference,  1911,  resolutions  re 
Double  Income  Tax,  McLeod  1876;  Board  of 
Inland  Revenue p.  57  (6; 

Imperial  War  Conference,  1917,  resolution 
re  Double  Income  Tax,  Board  of  Inland 
Revenue  p.  57  (6) 

Inca  pa  cited  Person,  woman  as,  see  under 
Married  Persons. 


177-80 

26,746 


. p.  117 
p.  117 


Income : 

no  Comprehensive  definition  of,  R.  V.  N. 

Hopkins  

Definition,  impossibility,  B.  Cox a0j(TO 

£130-£200,  total  taxable  income.  Currie  7927-9 
£130-£250 : 

Numbers  of  individuals,  Board  of 
Inland  Revenue 

Taxation,  tables,  Board  of  Inland 
Revenue 

under  £200,  total  produce  of  tax,  1918, 

Currie  7682 

under  £300,  total  produce  of  tax,  1918, 

Currie  7682 

UNDER  £500 : 

Examples  of  working  of  tax,  and 
hardship,  Gordon 

1237,  1242  (1),  1250,  1334-41,  1357-6'.. 

Grievances  equally  applicable  to  men, 
and  sex  differentiation  not  desired 

personally,  Gordon 1268 

up  to  £10  per  week  earned  income,  tax 
payable  for  years  1915-14  and  1919-20 
under  existing  law  and  on  various 
assumptions,  Board  of  Inland  Revenue  p.  84—6 
£300-£l,000,  most  cases  of  hardship  with- 
in, Gordon  ...  ...1242  (8),  1258,  1326,  1433-4 

above  £1,000,  additional  duty  advocated, 

Ereaut  4778.  4780 

up  to  £2,500,  reduction  of  rate,  recoup- 
ing  of,  by  increase  in  Super-tax,  sug- 
gestion, R.  V.  N.  Hopkins 

4007-14,  4075-9,  4098-111 
up  to  and  above  £2,500,  total  taxable 
income,  Currie  ...  ...  ...  ...  7930-l 

over  £5,000 : 

Total  taxable  income,  Currie  ...  ...  7682 

20s.  in  the  £ tax  advocated  by 
N.U.C.,  Hughes  4542,  4560-1 

4601-13,  4665-6 

over  £20,000,  total  taxable  income, 

. °UTrie  7682 

Aggregate  income  of  tax-paying  com- 
( munity,  R.  V.  N.  Hopkins  ...48-52,  p.  3 (1) 
Gross  amount  of  income  brought  under 
review  of  -Department  for  Income  Tax 
purposes,  table  of,  in  Schedules,  1901-2 
t to  1918-19,  R.  V.  N.  Hopkins  ...  ...  p.  20 

Gross  income  brought  under  review  of 
Department,  deductions  therefrom,  in- 
come on  which  tax  received,  net  ’pro- 
duce of  tax  and  effective  rate  of  tax, 

1901-2  to  1918-9,  R.  V.  N.  Hopkins  pp.  18-3 
Gross,  reviewed  by  Department,  explana- 
tion of  table,  R.  V.  N.  Hopkins  ...  4182-3 
Gross  Income  on  which  Income  Tax  re- 
ceived in  Schedules,  1901-2  to  1918-9 
R-  V.  N.  Hopkins  ...  ...  ’ p 22 

Increase,  especially  among  higher  in- 
comes, F.  Hall  ...  ...  ...  19  092 

Large  incomes,  increased  number,  G.  R.  ’ 

Carter  20,205-7 

Larger,  not  necessarily  the  result  of  pro- 
ductive effort,  G.  R.  Carter 

20,211-6,  20,225-8,  20,295-300 
table  showing  distribution  of,  among  tax- 
payers, Board  of  Inland  Revenue 

pp.  88,  88-9,  90 

Income  arising  abroad,  see  under  Residents  in 
United  Kingdom. 

“•  Income-  from  Property,”  proposed  substitute 
for  expression  “ Unearned  income,”  Board 
of  Inland  Revenue  ...  ...  p 


Income  Tax: 

Adjustment  to  increased  demand  for 

revenue,  J.  E.  Allen  i472  (3) 

Advantages  of,  J.  E.  Allen  ...  1472  (1)  (3) 

Burden  of,  see  that  title. 

Case  law  and  Statute  law,  proportions, 

B.  Cox  26,655-8 

Comparison  with  other  taxes,  Edge- 

worth  11,790-5 

Concessions  making  tax  fairer  should  not 

be  refused,  J.  E.  Allen 1472  (16)  (17) 

Demand  for  simple  tax,  and  difficulty, 

R.  V.  N.  Hopkins  26-8,  115-7 

Educational  work  among  people  im- 
portant, G.  R.  Carter  20,157-8 

Exchequer  receipts,  net  receipts  and  net 
produce,  etc.,  of  Income  Tax,  from 
1798,  R.  V.  N.  Hopkins  ...  pp.  13-16 

the  Fairest  method  of  taxation,  Barker  19,190-3 
History  of,  R.  V.  N.  Hopkins  ...  pp.  1-3,  45 
Improved  feeling  with  regard  to, 

G.  M.  E.  Jones  5215-6,  5412-4 

Incidence,  importance  of  fairness  between 

taxpayers,  R.  V.  N.  Hopkins 4378 

Individual  cases  of  hardship  insufficiently 

provided  for,  G.  R.  Carter  20,161 

Information,  Official  : 

Assessor  already  in  existence  for, 

Holme 23,890 

Question  of,  Sulley  23,701-4 

as  Item  in  traders’  cost,  Cook  ...  17,806-17 

Net  produce  of  in  certain  years,  R.  V.  N. 
Hopkins,  p.  23;  Board  of  Inland 

Revenue  p.  90 

New  Income  Tax  Act  : 

Drafting  Committee,  proposal  agreed 

with,  B.  Cox 26,638-40 

Introduction  of  examples  would  be 

useful  if  practicable,  B.  Cox  26,641-6 

Simplification,  possibility,  but  litiga- 
tion will  be  increased  for  some 
years,  B.  Cox,  26,614,  26,647-54, 

26,678-87,  26,734-43,  26,752-3 
Nominally  a personal  tax  but  actually  a 
tax  on  trade  or  produce  of  trade, 

R.  Walker  17,331  (a),  17,515-22,  17,556-67 
Other  methods  of  raising  money  should  be 
carefully  considered,  Firth,  7663,  7993-8001 
Popularity  of,  social  attractiveness 

might  lead  to,  Hughes  4691-2 

Psychological  factor  in  connection  with, 

Stamp  9638-41,  9792-3 

Public  antagonism  and  methods  of 

removing,  Sulley 23,515-6 

Public  Inquiry  Offices  : 

Proposal  not  approved,  Harrison,  25,288-94 
Unnecessary,  R.  N.  Carter,  3482-5; 

Collins,  4068;  Hewitt  ...  21,737-9 

would  be  Useful,  Hughes  4625 

Public  must  be  made  to  feel  responsi- 
bility, Sulley  23,564 

Scope,  R.  V.  N.  Hopkins,  97-102,  pp.  3-4; 
Harrison  ...  ...  ...  ...  530  j 

Simplification  advocated,  Rintoul 25,398 

Success  of,  R.  V.  N.  Hopkins  ...  36,103-11 

Unpopularity  of,  causes  of,  Hughes 

4566,  4690,  4693-6 

Virtual  tax  expressed  as  a flat  rate  on 
whole  income  of  country  and  other 
incomes  over  £130,  Money 

10,532,  11,138-47,  10,563-9,  11,018-22 
as  “ War  Reserve,”  Money  ...  10,534-5 

Income  Tax  free  countries,  Sir  F.  Young 

779,  789-90,  799-800 

Income  Tax  Reform  League,  Secretary,  see 

Parsons,  G.  O.  ...  ...  1554-1863 

The  Income  Tax  in  Utopia,”  reference  to, 

Ereaut  ...  4782,  4795,  4800,  4810,  4816,  4820 

Income  Tax  Repayment  Agents,  W.  Allen  14,034 
Income  Tax  Year,  see  Year  of  Assessment. 

Incorporated  Association  of  Assistant  Masters  in 
Secondary  Schools : 

Evidence  on  behalf  of,  see  Lucas,  S.  B., 

BA-  11,181-216 

average  Salary  of  members,  and  average 
total  income,  Lucas  n 207-11 
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Incorporated  Association  of  Head  Masters, 
evidence  on  behalf  of,  see  Cholmeley,  R.  F. 


British  Capital  : 

Importance  of,  and  evil  of  retaining 

Double  Income  Tax,  McLeod  1871,  1883 
Industries  in,  difficulties  of  obtain- 
ing, McLeod 1872,  1890-2,  1969 

Capital  requirements,  McLeod 

1871-2,  1889,  1993-4 
Double  Income  Tax,  see  that  title. 

Hoarding,  McLeod  ...  ...  1871,  1889,  1993-4 

Income  Tax : 

no  Children  allowance,  Board  of 

Inland  Revenue  p.  110 

Graduation  method.,  Board  of  Inland 

Revenue  p.  107  (10)  (11) 

Life  Assurance  offices,  assessment 

basis,  Furtado 27,857 

Life  Assurance  premiums  allowance, 

Furtado  ...  ...  ...  27,372,  27,373 

Light,  McLeod 1970 

Scope  of,  Harrison  6302 

Raising  of  capital  in,  difficulty  owing  to 
insufficient  rate  of  interest  allowed, 

McLeod  1930-4 

Taxation  should  be  left  to  Indian  Govern- 
ment and  regulated  in  India,  McLeod...  1882 
Wasting  assets,  system,  Rook  ...  ...  9938 

Indian  funds,  payments,  taxation  at  the 

source,  1868  P-  61  (4) 

Indirect  Taxation : 

Abolition  of,  and  universal  direct  taxation 

might  be  desirable,  Webb  6898,  6957,  7031-6 
Abolition  of,  except  taxes  of  reformative 
and  prohibitive  nature,  advocated, 

J.  Walker,  Lyon  ...  18,931,  18,951,  19,027—30 

Abolition  as  far  as  possible  advocated, 

Co-operative  Union,  18,400  j Cooper  18,461-4 
and  Bread  subsidy,  F.  Hall  ...  19,327-36 

Burden,  R.  V.  N.  Hopkins,  4084-7 ; 

Hughes  ...  ...  ...  •••  4548,  4597-8 

Burden : 

Heavier  on  those  with  lower  incomes, 
Edwards,  2328,  2424,  2447-57,  2603- 
4;  Phillips,  3503,  3548;  Webb,  6898, 

6899;  H.  Cox,  7374-5;  Shirkie, 

9216,  9265-7;  F.  Hall  19,090 

Variation  with  size  of  family,  Pro- 
fessional Workers'  Federation, 

12,243;  Norman,  12,345,  12,347; 
Wolstenliolme,  12,346;  R.  Jones  ...  12,348 
Comparison  with  Income  Tax,  R.  V.  N. 

Hopkins,  103-11;  Edgeworth  ...  11,791-2 

Foodstuffs  and  necessaries  : 

Abolition  advocated,  Hughes,  4542, 

4560,  4697-8;  J.  Walker,  Lyon, 

18,931,  18,949-58;  G.  R.  Carter, 

20,257,  20,271-2,  20,287 
Abolition  advocated  and  tax  could  be 
levied  at  lower  level,  Edwards, 

2523-4,  2583-6,  2599;  Phillips 

3503,  3548-9,  3553,  3561-fi 
Income  Tax  instead  desirable  if  made 

more  popular,  Hughes  4569 

Increase,  F.  Hall  ...  ...  19,089,  19,324-36 

Lightening  of,  desirable  when  possible, 

H.  Cox  7245,  7262,  7287 

Objection  to,  as  contrary  to  “ ability  to 

pay  ” principle,  J.  Walker,  Lyon  ...  18,930 
Reduction  advocated,  Dagg...  20,805,  20,899-900 
Relief  of,  increase  in  Income  Tax  would 

be  accepted,  Hughes  ...  ...  ...  4599 

Unpopularity  with  working  classes, 

Edwards  2328,  2331 

Industrial  Unrest,  Income  Tax  system  as  cause 

of,  G.  R.  Carter  20,303 

Industrial  Women’s  Organisation : 

Membership,  Phillips  ...  ...  3504-16 

Standing  Joint  Committee,  evidence  on 
behalf  of,  see  Phillips,  Dr.  Marion  3497-569 
Information  at  the  Source  re  dividends  and 
interest  remitted  out  of  United  Kingdom, 
proposal,  Rayner,  8842,  '1V";  Stamp,  9582, 

9783;  Mackie  ...  24,793  (13),  24,907-11 


lnglis,  Lord  President,  on  difference  be- 
tween life  and  other  forms  of  assurance, 

Hovil  ...  ...  ...  ...  ...  •••  16,544 

Inland  Revenue  Service : 

strong  Jealousy  between  local  Income  tax 

service  and,  not  known  of,  Collins  ...  572-3 
Officials  : 

Attempts  to  obtain  tax  to  which  not 
entitled,  and  public  have  no  redress, 

Hatton  24,928,  24,940-80 

Co-ordination  between,  lack  of,  and 
officials  should  be  kept  informed  of 
all  important  decisions  or  altera- 
tions in  the  law,  Holme  ...  ...  23,901 

Taxes  Branch  : 

Improvement  in  status  and  remunera- 
tion advocated,  Webb  ...  6892,  6900 

Staff,  increase  of  desirable,  Webb,  6892,  6900 
Inspectors  of  Taxes,  see  Surveyors. 

Instalments,  Payment  by : 

Half-yearly  : 

to  All  taxpayers  advocated,  Leake, 

16,304,  16,325-34;  Cook  17,721 

to  Companies : 

Advocated,  Booty,  12,064,  12,105- 
10,  12,158-60;  Nelson  ...  19,808 

not  Advocated,  Harrison,  25,038, 

25,118-21 

estimated  loss  to  Revenue,  Harri- 
son   25,038,  25,118-9 

History,  R.  V.  N.  Hopkins,  p.  3 (22); 

Board  of  Inland  Revenue  ...  pp.  125-6 
Quarterly  : 

Advocated,  Lucas,  11,187,  11,200; 

G.  R.  Carter,  20,170;  Gongdon, 
Henderson  ...  ...  26,394—5,  26,414-8 

would  Benefit  middle  classes,  R. 

Jones,  12,372-3;  Wolstenholme  ...  12,373 
would  Benefit  retail  traders,  Pratt, 

19,904,  19,942 

Convenience  to  wage-earners,  but 
proposed  modification,  G.  R.  Carter 

20,262-3 

Difficulty  to  workers,  Barker  ...  19,175 
Quarterly  deduction  from  salaries  desired 

by  teachers,  Crook  ...  ...  5732,  5757-60 

System,  Collins  ...  ...  322,  323,  325,  327 

Institute  of  Chartered  Accountants,  evidence 
on  behalf  of,  see  Cash,  William,  F.C.A. 

8277-8636 

Institute  of  Chartered  Accountants  in  Ire- 
land, evidence  on  behalf  of,  see  Quin, 

Stewart  Blacker,  F.C.A.  ...  ...  24,321-602 

Institute  of  Municipal  Treasurers  and  Accountants : 

Evidence  on  behalf  of,  see  Haward,  Sir 
Harry;  Whiteley,  F.  Ogden;  and  Keith, 
Ex-Provost  ...  ...  ...  ...  11,217-535 

Explanation  re  submission  of  evidence, 
Haward  ...  ...  ...  ...  ...  11,303 

Institution  of  Mining  and  Metallurgy,  evi- 
dence on  behalf  of,  see  Leake,  P.  D., 

F.C.A 16,257-438,  p.  132 

Interest  : 

see  also  Dividends. 

and  Discount,  question  as  to  distinc- 
tion, R.  V.  N.  Hopkins  ...  ...  169 

Liability  to  taxation,  effect  of  Clerical, 

Medical  and  Goneral  Life  Assurance 
Society  v.  Carter  decision,  R.  V.  N. 
Hopkins  ...  ...  ...  ...  ...  171-7 

not  Paid  out  of  taxed  profits,  taxation 
at  the  source,  Board  of  Inland  Revenue 

p.  62  (5) 

for  Periods  of  less  than  a year,  taxation, 

Furtado  25,605-10 

International  Trade,  importance  of  Income 

Tax  from  point  of  view  of,  Williamson  ...  7407-8 
Investments  abroad,  deduction  of  tax  paid 
abroad  from  tax  payable  in  England, 
proposal,  Williamson 7628-40 
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I nvestment  Companies,  position,  Furtado 

25,602-4,  27,509-12 

“ Investment  Income,”  proposed  expression 
for  unearned  income,  Harrison,  27,193, 

Hoard  of  Inland  Revenue,  p.  191 
Investment  trust  Companies,  position, 
Furtado  25,601-4,  27,509-12 

Ireland  : 

Administration  areas,  Hinns  23,208 

Administration  of  tax  in,  system,  Collins 

335-45,  456-61 

Agricultural  Lands  : 

Assessment,  change  in  sj'stem,  con- 
siderations re,  Sharland  21,015 

Poor  Law  valuation  and  rack-rental 
value,  difficulty  of  determining  true 

relation,  Sharland  21,010-4 

Appeals  : 

to  County  Court,  Collins,  337-8 ; 

Howe  13,741-4 

to  High  Court  : 

on  Point  of  law,  would  be  useful, 

Quin  8239-40 

System,  Collins  337-8 

to  Recorder,  system,  Collins 337-8 

to  Recorder  and  County  Court  Judge : 
where  no  Determination  by 
Special  Commissioners,  objec- 
tion to,  and  proposed  amend- 
ment, Howe,  ...  13,482-6,  13,745-50 
Right  of  appeal  from,  to  High 
Court,  advocated,  Howe  ...  13,487 
Suggestions  agreed  with, 
Harrison  ...  ...  ...  25,028 

to  Special  Commissioners,  Collins, 

337 ; Howe  13,741-4 

System,  Collins 337-42 

System  approved,  Quin  8233-5 

“ Assessed  taxes  ” repealed  in  1823, 

R.  V.  N.  Hopkins  p.  1 (6) 

Assessments  : 

Determination  of  annual  value, 
special  provisions,  R.  V.  N. 

Hopkins  ...  ...  ...  p.  8 (27) 

Procedure,  Collins  ...  ...  ...  336 

by  Surveyors,  and  signing  of,  by 
Special  Commissioners,  proposed 
amendment,  Howe 

13,477-81,  13,661-73,  13,686 

Collection,  system,  Collins 335,  p.  32  (91) 

Collectors  : 

Appointment  method,  Collins,  335, 

p.  31(72);  Finns  23,334-7 

Customs  and  Excise  Collectors  as, 
not  advantageous,  Collins  ...  ...  595 

Remuneration,  Classification  of, 

1918-19,  Binns  ...  23,180 

Subsidiary  duties,  Hinns 

23,321,  23,323-5,  23,333 
Distraint  fees,  Hoard  of  Inland  Revenue 

p.  202-3 

Evasion,  Dagg,  ...  20,803,  20,846-9,  20,858 

Extension  of  Income  Tax  to,  1853, 

R.  V.  N.  Hopkins,  45,  p.  2 (9);  Shar- 
land ...  ...  ...  ...  ...  20,990 

Farmers,  exemption  limit,  Sharland  21 ,231-9 

Houses  and  buildings  assessment,  position 
re,  anomalies  and  proposal  re  amend- 
ment, Sharland  21,016,  21,073-6 

Income  Tax,  re-adjustment  required  as 
regards  relations  with  rest  of  United 
Kingdom  and  between  Irish  taxpayers, 
Sharland  ...  ...  ...  ...  21,228-30 

Land  and  property  assessment  : 

Difficulties  caused  by  tenant  rights, 

Sharland  21,065-8 

Points  in  which  law  and  practice 
differ  from  those  in  England,  Shar- 
land   20,990-1043 

Vested  purchasers  and  tenant 
farmers,  Ireland,  comparison  of 
position,  Dagg,  20,797-800,  20,811- 
45,  20,859-62,  20,874-96,  20,902-3, 

20,907-12 


ON  THE  INCOME  TAX. 

Ireland— coat. 

Poor  Law  valuation  : 

Basis  and  machinery  for  bringing  it 
into  line  with  present  conditions, 
Sharland  ...  20,992-1005,  21,069-86 

Difference  between  English  Pro- 
perty Tax  assessment  and,  Shar- 
land   21,005 

Property  not  included  in  a valuation  list, 
escape  from  assessment  and  proposed 

remedy,  Sharland 21,040-3 

Schedule  A assessments,  system,  Sharland 

21,006-9 

Schedule  B assessments,  position  re,  and 
anomalies,  and  inequalities  between  tax- 
payers, Sharland 21,027-39,  21,077-86 

Schedules  D and  E assessments,  Howe, 
13,477-81 ; Mr.  Howe’s  evidence  agreed 
with  to  certain  extent,  Harrison  ...  25,096 
Special  Commissioners  : 

Appointment,  method,  Collins  ...  343 

Functions,  Collins,  318,  335,  456-7, 

pp.  27  (14),  33  (106) 

Local  office  and  resident  Commis- 
sioners desirable,  Howe  13,729 

Non-resident,  Howe  13,724 

Procedure,  Howe  13,729-32 

Resident  in  England  and  pay 
periodical  visits  to  Ireland,  Collins 

344-5,  651-3 

Sporting  rights,  assessment,  Board  of 

Inland  Revenue  p.  146  (14) 

Surveyors : 

as  Assessors,  system  satisfactory, 

Quin  8231-2 

Districts,  Collins,  636-40;  Howe, 

13,737-40;  Hinns  23,318-32 

Duties  of  Assessors  carried  out  by, 

Hinns  23,033,  23,317 

Functions,  Collins 

335,  457,  pp.  31  (72),  p.  33  (105) 
Questions  whether  numbers  sufficient, 

Collins  641-7 

Irish  Association  of  Master  Bakers,  evidence 
on  behalf  of,  see  Montgomerie,  John 

17,612-705,  p.  136-42 


Iron  and  Steel  Industry  : 

Accumulation  of  reserve  essential,  R.  H. 

Hopkins,  13,030,  13,060-1,  13,119-38,  13,245-8 
Competition  with  America,  handicap 
owing  to  Income  Tax  and  need  for 

relief,  R.  H.  Hopkins  13,073 

Effects  of  war,  R.  H.  Hopkins  ...  13,062-70 

Inequitable  burden  of  Income  Tax  on, 

R.  H.  Hopkins  13,029-30 

Plant  and  Machinery  : 

Labour-saving,  Greater  use  in  U.S.A. 

than  in  England,  R.  H.  Hopkins,  13,224-c 
Modern,  importance  of,  R.  H. 

Hopkins  13,220-31,  13,241-4 

Prosperity  of,  continuance  not  antici- 
pated, danger  of  American  competition, 

R.  H.  Hopkins  13,232-40,  13,236 

Writing  down  of  capital  expenditure, 

R.  H.  Hopkins  ...  ...  ...  13,121-9 

Isle  of  Man,  special  treatment  to  residents 

in,  should  be  withdrawn,  Parsons,  1557,  1673-5 


Italy : 

Assessment  of  farmers,  Hoard  of  Inland 

Revenue  ...  ...  ...  p.  115 

Assessment  of  married  persons,  Hoard  of 

Inland  Revenue  p.  106 

Children  allowance,  Hoard  of  Inland 

Revenue  ...  ...  ...  ...  ...  p.  110 

Differentiation,  R.  V.  N.  Hopkins,  4295; 

Hoard  of  Inland  Revenue  pp.  108,  191  (3) 
Graduation  by  abatement  only,  before 

1917,  Hoard  of  Inland  Revenue  ...  p.  106 


index. 
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Japan i 

Income  Tax  : , , 

no  Children  allowance,  Board  of 

Inland  Revenue  • ••  h-1 

Gradtjation  : . 

Comparison  with  United  King- 

dbm,  R.  V.  N.  Hopkins  •••  P-  104 
Method,  Board  of  Inland  Revenue 

p.  107  (10) 

Rotes  of  Tax,  It.  V.  N.  poplins 

pp.  110,  111,  11^ 

System,  B.  V.  W.  Hopkins  P'qJ?q 

Wasting  assets,  system,  Hook  ...  yyJti 

JENKS,  MAURICE,  Fellow  of  the  Institute 
of  Chartered  Accountants,  Ac.,  on  behalf  of 
the  Corporation  of  the  City  of  London^  7g2 

Tiondon.  Citv  of,  rating  of 

11,653-5,  11,658-64,  11,696-702 


London  Corporation  : , 

Arrangement  with  Board  of  Il,1iind 

Revenue  ...  - 11,551-64,  11,665-, 

Criminal  justice,  administration, 

11,591-7,  11,633,  11,726-7 
Expenses  incurred  in  carrying  out 
statutory  obligations,  claim  re  . 

11,548-602,  11,683-4,  11,723-7,  11,749-.- 6 
Freemen’s  Orphan  School,  11,579-80, 

11  616-32,  11,726-7,  11,745-8,  11,759-66 
Hospitality,  ...  11,687-90,  11,728-31,  11,777-81 
Income  Tax,  11,547,  11,602,  11,615-6, 

11  634-50,  11,666-7,  11,671-5,  11,687, 
11,739-42 

Income  and  outgoing  ...  11,544-8, 

11,668-70,  11,714-9 
Magistracy,  ...  11,501-90,  11,632-3,  11,726-7 
Markets  ...  11,556-64,  11,611,  11,691-2 

Open  spaces,  11,565-75,  11,616,  11,743- 

4,  11,754 

Pension  Funds  ...  11,604-10,  11,7332-5 

Position  of  ...  11,539-43,  11,642,  11,676-8 
as  Sanitary  Authority  for  the  Port  of 
London,'  11,576-8,  11,616,  11,651-2, 

11  656-7,  11,679-82,  11,707-22,  11,726-7 
Sinking  Fund,  11,548,  11,598-600, 

11  603,  11,685-6,  11,694-5,  11,726-7, 
11,771-6 

JOHNSTON,  ALEXANDER,  on  behalf  of  the 
National  Union  of  Manufacturers  (Incorpo- 
rated)   19,337-418 

Accounts  

Bonus  shares 19,349,  19,351-61 

Charities,  subscriptions  to,  ...  19,338,  19,373-5 

Depreciation  allowance  ...  19,342-6,  19,092-7 

Differentiation  19,348,  19,407-17 

Evasion  19>347 

Legal  and  professional  charges  in  respect 

of  capital  matters 19,340,  19,376-8 

Patents  and  trade  marks  ...  19,341,  19,379-91 

Returns  ...  •••  •••  •••  19,347 

Subsidiary  companies  in  United  Kingdom 
of  foreign  manufacturing  concerns 

19,337,  19,362-72 

Trade  associations,  subscriptions  to  ...  19,339 
Traders,  registration  ...  19,347,19,398-406 

JOHNSTONE,  GILBERT  and  SCRIM- 
GEO  UR,  JOHN  A.,  on  behalf  of  the  Com- 
mittee of  the  Stock  Exchange  ...  7162-7242 

Foreign  capital  in  England,  interest  on, 
danger  of  high  rate  of  tax  and  remis- 
sion of  Is.  in  the  £ advocated  for 
certain  period  7162-242 

JONES,  G.  M.  EDWARDES 5191-5463 

Administration  5459-62 

Allowances  ...  ...  5210,  5218 

Appeals  ...  5218,  5221,  5224, -5425-9,  5447-8 

Assessment  basis  ...  ...  •••  •••  5420-1 

Comparison  of  U.S.A.  and  English  Income 
Tax  law  and  proposed  amendments  of 

English  5191-225,  5376-5462 

Depreciation  ...  •••  •••  5218,  5418-9 

Double  Income  Tax  5196—8,  5208—9, 

5379-93,  5402-11 


JONES,  G.  M.  EDWARDES  cont. 

Life  Insurance  policies  5 ok.  roTn 

Non-residents  51co7n°^/i99  a 

Remissions  5219,  5422-4 

Returns  Jr™ 

Singer  Manufacturing  Co 8 

Surveyors,  relations  with 5215-^5 

Trade  profits 5213>  5218>  5437-58 

JONES,  Dr.  ROBERT,  on  behalf  of  the  Pro- 
fessional Workers’  Federation  (joint  evi- 
dence), see  Wolstenholme,  F.  E.;  Norman, 

F.  H.;  and  Jones,  Dr.  Robert  ...  12,239-375 

KEAY,  WILLIAM,  Solicitor  of  Blairgowrie,  28,037-78 
Fruit  farmers,  protest  against  assessment 
on  profits  and  claim  to  on  same  lines 
as  other  farmers  28,038-77 

KEITH,  Ex-Provost,  on  behalf  of  the  Insti- 
tute of  Municipal  Treasurers  and 
Accountants,  etc.  (joint  evidence),  see 
Haward,  Sir  Harry,  Whiteley,  F.  Ogden, 
and  Keith,  Ex-Provost  11,217-535 


KELLY,  E.  J.,  on  behalf  of  the  Association 
of  Tax  Clerks  (joint  evidence),  22,551-621; 
see  Matthews,  J.  M.;  Rawes,  G.  J.;  and 
Kelly,  E.  J. 

Kelly,  Chief  Baron,  on  residence,  Board  of 

Inland  Revenue  P-  74  (10) 

Kensington  Women’s  Service  Society,  reso- 
lution in  favour  of  separate  taxation  of 

married  persons  2943 

Kingston  and  Surbiton  Society  for  Equal 
Citizenship,  resolution  passed  in  favour  of 
separate  taxation  of  married  persons  ...  2944 

Labour,  amassing,  of  gigantic  sums  by 

exploitation  of,  Hagg  ...  ...  20,805,  20,850-7 

Labour  Party,  evidence  on  behalf  of,  see 

Carter,  George  R.  •••  20,138-304 

LAK1N-SMITH,  H.,  on  behalf  of  the  Asso- 
ciation of  British  Chambers  of  Commerce 

7706-12,  etc. 

Accounts  ...  ...  ...  •••  7707 

Appeals  ...  7710,  8183-4,  8186,  8190-1 

Assessment  ...  ...  ...  7707,  7709,  8192-3 

Assessors  ...  ...  ...  •••  •••  7707 

Collection  ...  ...  ...  •••  7707,  7709 

Collectors  7707 

General  and  Special  Commissioners 

7707-8,  8187-9,  8194 

Graduation  7707 

Interest  and  dividend  warrants 7711 

Partners,  assessment  of  ...  ...  •••  7708 

Prepayment  ...  ...  •••  •••  7709,  7711 

Returns  7707,  8160,  8163-8 

Schedule  E _ ...  7707,  8159-62,  8164 

Super-tax,  merging  of,  with  Income  Tax, 

proposal  7707,  8169-80 

Surveyors  7707,  8195-9 

Taxation  at  the  source  ...  ...  7707,  8169-80 

Land  and  Property : 

see  also  Buildings 

Agents’  commission,  allowance  advocated, 

Churchman  20,709,  20,712 

Amenity  and  other  lands,  position  re, 
and  considerations  affecting,  Sharland 

20,976-88,  21,193-207 

Assessment  : 

Actual  income  received : 

Advocated,  Ereaut,  4797 ; Steel, 

20,541,  20,542,  20,619-34 
theoretically  Correct,  Ryde 

15,632,  15,641-7,  15,693 
on  Capital  value  of  land  apart  from 
improvements,  proposal,  White 

20,642,  20,658,  20,667-96 
Comparison  with  rate  book  assess- 
ments, Sharland  21,254-5 

certain  Deductions  advocated,  Wood, 

Haviland  22>401 

Gross  assessment,  same  for  rating  and 
Income  Tax  purposes,  advocated,' 

Ereaut  • •••  4788 
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Land  and  Property  —cont. 

Assessment — cont. 

Gross  assessment  allowed  under 
Finance  Act,  1918,  S.  24  (4),  should 
be  extended  to  all  business  pre- 
mises, Bayner  ...  8839,  8847,  8903-9 

Hardships  on  landowners,  Wood, 

Haviland  22,401-4 

Income  should  be  taken  as  fixed  pro- 
portion of  rackrent  or  letting  value, 

Ereaut  4798 

Method  of  preparing  assessments, 

Sharland  21,251-3 

Method,  Scotland,  Steel,  20,530, 
20,559-80;  Home  ...  22,624,  22,637-42 

Minimum  valuation  rule,  advocated, 

White  20,652-3,  20,660-6 

Net  assessments,  suggestion,  Ereaut  4797 

Parks,  pleasure  grounds,  &c.  : 
Schedule  B,  One-third  of  annual 
value  as  maximum  advocated, 

Wood,  Haviland  22,411 

under  Schedule  D,  option  advo- 
cated, Haviland  ...  22,481-2 

System  and  hardship,  Wood, 
Haviland  ...  22-408-11,  22,467-86 
Re-assessment  during  quinquennium, 

Sharland  21,052-5 

Same  system  as  under  Schedule  D, 
proposal,  Piggott  ...  12,169,  12,207-9 

Schedule  A : 

Option  of  assessment  under 
Schedule  D proposal,  Home  ...  22,631 
System,  Wood,  Haviland  ...  22,401 

Schedule  B : 

on  Full  rental  of  agricultural 
land,  proposed,  Home  22,630,  22,631 
System  and  hardship,  Wood, 

Haviland 22,408-11,  22,467-86 

Twice  rental  of  agricultural  lands, 

criticisms,  Home  22,630 

Objections  to,  Sharland  ...  20,942-3 

Option  advocated,  Wood,  Havi- 
land   22,405,  22,407 

Schedule  D,  compulsory,  proposal, 

Some  22,636 

Undeveloped  small  holdings  let  tempo- 
rarily, hardship,  Dunlop,  20,325,  20,389-404 
Assessment  of  profits  from  the  occupation 
of,  see  Farmers. 

Building  by  private  enterprise,  decline, 

Churchman  ...  ...  ...  20  774  5 

Conditions  in  Manchester  compared  with 
elsewhere,  Churchman  ...  20,716-22,  20,780 

Empty : 

Allowance : 

Gross  annual  value  advocated, 

Churchman  20  708 

Statistics,  1901-2  to  1918-9, 

B.  V.  N.  Hopkins  p.  18 

non-Allowance  for  repairs  and  owners’ 
rates,  hardship,  Steel,  20,538-40,  20,608-13 
Position  in  cases  where  rent  payable 
and  proposal  re,  Howe  ...  13,461-5 

Repairs  allowance : 

Advocated  and  one-sixth  pro- 
posed, Byde ; 15,635,  15,663-7,  15,716-7 

Position  re,  Sharland  20,946 

Proposal  by  Mr.  Ryde,  objection 

to,  Sharland  20,947-8 

becoming  Empty  during  year  of  assess- 
ment, tax  should  be  chargeable  and 
recoverable  on  landlord,  Board  of 
Inland  Bevenue  ...  ...  ...  p 211  (5) 

Exemption  of  houses,  proposal,  White,  20,667-73 
Ground  values,  assessment  not  favoured, 

Evans  ’ 20,518 

House  property,  depreciation,  Steel, 

. T 20,537,  20,581-92 

tor  Housing,  around  towns,  unsatisfac- 
tory taxation  system,  and  proposed 
remedy,  White  20,651-2,  20,660-6 


and  and  Property— coni. 

all  Improvement  outlay,  should  be 

admitted  as  ground  for  claim,  Home, 

22,631,  22,665-73,  22,726-31,  22,786-94; 

Durham  22,783-5 

Improvements,  exemption  advocated, 

White  20,649,20,658,20,667-73 

Limited  liability  companies  owning  house 
property  or  flats,  hardship  on  share- 
holders, compared  with  individuals, 

Ryde  15,637,  15,672-7,  15,706-Jo 

Management  Expenses  : 

Allowance  advocated,  Evans,  20,310,  20,375-9 

Increase,  Evans  20,310,  20,433 

with  Obsolete  and  inadequate  buildings, 
unsatisfactory  taxation  system,  White]  20,654 
Occupied  as  ancillary  to  a trade  assessed 
under  Schedule  D,  option  to  Commis- 
sioners to  make  inclusive  assessment 
under  Schedule  D proposed,  Sharland  20,975 
Owners  : 

Taxation  only  upon  actual  income 
received  advocated,  Evans  ...  20  313 

present  Taxation,  hardships,  Evans,  20,313-4 
Payment  of  local  rates  by  owners  of 
property,  Scotland,  Board  of  Inland 

Beve turn  p.  198  (8) 

Payment  of  tax  by  owner,  option  of,  and 
extent  to  which  exercised,  Sharland,  21,091-106 
Percentage  of  burdens,  management, 
renewal,  etc.,  to  gross  rental  of  certain 
estates  in  Scotland,  Durham 

22,633-6,  22,751-81,  22,800-8,  p.  159-61 
Profits  from  the  occupation  of,  assess- 
ment, Historical  Note,  Board  of  Inland 
Bevenue  ...  ...  ...  p gj 

Property  Tax  books,  Schedules  A and  B, 
should  be  open  to  public  inspection, 
Atkinson  ...  14,593,  14,661-71,  14,802-9 

Question  of,  Partridge  14,832,  14,893-904 
Reply  to  proposal,  Board  of  Inland 

Bevenue  p.  207 

Re-assessment,  Sharland  ...  ...  20  917 

Remission  of  whole  tax  on  account  of  ” 
allowance,  explanatory  notice  to  tax- 
payer, opinion  re  proposal,  Harrison 

25,082,  25,084 

Rented  by  the  Crown,  owner  should  be 
made  liable  to  tax  as  if  he  were  occu- 
pier, Board  of  Inland  Bevenue  ...  p.  210-11 
Rent  paid  in  excess  of  annual  value  as 
assessed  under  Schedule  A,  taxation  of, 
memorandum  and  proposal,  Board  of 

Inland  Bevenue  p 209 

Rents,  see  that  title. 

Repairs  Allowance  : 

Actual  cost : 

Administrative  objections,  Shar- 

land  20,941,  21,056-7 

Advocated,  and  proposal,  W.  Cash, 

8287;  Norton,  7698;  Bayner 

8888,  8910-1 

Approved,  but  difficulties,  B.  N. 

Carter,  3270-3,  3488-90 ; 

Evans,  20,349,  20,494-513; 

Churchman  20,735-44,  20,765,  20,794 
Preferable  to  increased  flat  rate, 

Haviland -22,453-66 

Question  of,  Byde 15,745-78 

Additional  (Schedule  A No.  V.), 
unsatisfactory,  and  proposal, 

Ereaut  ...  ...  ...  ...  ...  4799 

Allowed  whether  sum  spent  or  not, 

Parsons  1654-60 

Alternative  proposal,  Evans  20  510-13 

Amount,  present  conditions  ab- 
normal, Sharland  20,909  20,928 

Average  expenditure  in  five  years  : 

Basis  approved,  Home  22,631,  22,647-9 
Difficulty,  Evans,  20,349-51, 

20,357,  20,364,  20,507 
Reply  to  objections  re,  Shar- 

lond  20,932-4 

not  a True  measure  of  normal 
charge,  Sharland  ...  21,261-2 
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Land  and  Property— cont. 

Repairs  Allowance — cont. 

Average  system  of  claims,  reply  to, 

objection  re,  Sharland  ...  20,932-3 

and  Concessions,  Wood,  Haviland, 

22,402-3;  Haviland,  22,432;  Home, 

22,625,  22.643-9 

fairly  Decent  houses  and  leased  shop 
property,  no  grievance,  Evans, 

20,410-29 

Deductions  under  Valuation  of  Pro- 
perty (Metropolis)  Act,  10,169, 
and  Income  Tax  allowances,  Shar- 
land   20,949 

Discontinuance  by  Act  of  1806, 

It.  V.  N.  Hopltins  p.  1 (4) 

Distinction  between  various  classes 

of  property,  Evans  20,333-40,  20,410-29 
Ensuring  carrying  out  of  adequate 
repairs,  question  of,  Evans,  20,489- 
91;  Sharland,  20,936;  Churchman, 

20,787-93 

Extension,  1909-10  Act,  B.  V.  N. 

Hopkins  p.  3 (19) 

Flat  rate  with  rights  of  recovery  for 
expenditure  beyond  sum  allowed, 
preferred,  Sharland  ...  21,107-10 

Flat  rate,  objections  to,  Byde  ...  15,634 

Graded  scale,  difficulty,  &c.,  Dunlop 

20,323-4 

Grading  by  relation  to  rental  pro- 
posal, B.  N.  Carter  3147,  3216-9,  3490-2 
Historical  note,  Board  of  Inland 
Bevenue  ...  ...  ...  ...  p.  140 

Hunter  Committee  on,  Evans,  20,306- 
7;  Churchman,  20,703;  Sharland  ...  20,936 
Inadequacy  of,  B.  N.  Carter,  3147, 

3216-7;  W.  Cash,  8287;  Bayner, 

8839,  8877-99;  Piggott,  12,230-7, 

Byde,  15,632-3,  15,648-62,  15,681-3, 
15,685-705,  15,711-5,  15,728-44; 

Channell,  15,915;  Evans,  20,305-13, 
20,328-32,  20,368-74 ; Dunlop, 

20,321-2,  20,380-8;  Steel,  20,531-4, 

20,537 ; Churchman,  20,704-5, 
20,745-64;  Wood,  Haviland,  22,406; 

Home,  22,623,  22,625;  Gorman, 

25,660,  25,673-84 

Increase : 

Estimates  of  cost  of,  Sharland  ...  20,940 
Proposal,  Wood,  Haviland  ...  22,407 
Increased  rents  must  be  considered, 

Evans  ...  ...  ...  ...  20,328—32 

Insurance,  &c.,  believed  to  be  in- 
cluded, B.  N.  Carter  ...  ...  ...  3425-6 

for  Large  houses,  not  considered  in- 
adequate, Sharland  ...  ...  20,928-30 

Large  property,  inadequacy  of,  no 

evidence  of,  Sharland  21,265 

Oocupying  owners,  position  of, 

Churchman  ...  ...  ...  20,723-32 

One-half  for  houses  up  to  £15  gross 
estimated  rental,  one-quarter  from 
£15-£20,  one-fifth,  £20-£30,  and 

one-sixth  above,  Gorman  25,690 

One-third  advocated,  as  special  allow- 
ance in  case  of  residential  house 
property,  Churchman  20,712,  20,766-71 
One-third  to  one-fifth  scale  advocated, 

Evans,  20,308,  20,312,  20,334-40, 

20,358,  20,372,  20,430-46,  20,492-3 
One-fourth : 

Advocated,  Dunlop,  20,324;  Gor- 
man ...  ...  ...  ...  25,661 

Advocated  and  power  to  claim 

when  cost  exceeds,  Steel  ...  20,542 
at  least  One-fourth,  advocated,  Byde 

15,633,  15,670-1,  15,684,  15,749-55 
One-fifth  advocated,  Bayner 

8839,  8846-7,  8877-99 

One-sixth : 

Calculation  on  gross  rental  in 

Scotland,  Steel 20,559-69 

Sufficiency  of,  Piggott 12,207 

probably  Sufficient  in  case  of  good 
office  property,  W.  Cash, 

8409-11;  Byde  ...  15,686-91,  15,694-7 


Land  and  Property — cont. 

Repairs  Allowance — cont. 

Present  position,  Sharland 20,926 

when  Property  let  on  repairing  lease, 

B.  N.  Carter  ...  ...  ...  3414-9 

Provisions  of  Finance  Act,  1919, 

Sharland  20,923 

Provisions  of  Income  Tax  Act,  1918, 

Sharland  ...20,923,  20,924 

Relief  under  Finance  Bill,  i919 : 

and  Criticisms,  Evans  20,318, 

20,356-7;  Steel 20,533 

Difficulties,  Churchman  20,707,  20,735-44 
Repayment  of  expenditure  in  excess 
of : 

£60  rental  limit,  Scotland,  should 
apply  only  to  houses  occupied 
by  owner,  Home  22,625, 

22,631,  22,649-54 
Concession  in  Finance  (1909-10) 

Act,  and  value  of,  as  regards 
agricultural  estates,  Wood, 
Haviland  ...  22,403,  22,432-6 

Concession  allowing  amount  of 
claim  to  be  set  off  against  tax, 
Sharland  ...  ...  21,114-7 

Extension  advocated,  Home  22,715-25 
every  Facility  and  help  should 

be  given,  Sharland  ...  21,111-2 

Number  of  cases  and  accounts, 

1910-11  to  1918-19,  Sharland  21,113 
Preferable  to  increase  in  flat 
rate,  Home  ...  ...  22,704-6 

as  Set-off  against  tax,  would  be 
approved,  Haviland,  22,437-52; 

Home,  22,707-14;  Durham, 

22,757-9,  22,782 

System  should  be  improved, 

Home  ...  ...  ...  •••  22,625 

Revision  needed  owing  to  increased 

costs,  Parsons  ...  ...1565,  1746-53 

Revived,  B.  V.  N.  Hopkins  ...  p.  2 (14) 
Scale  varying  with  annual  value, 
attitude  of  Board  of  Inland 

Revenue,  Sharland 20,937 

Site  value  in  connection  with,  Evans, 
20,437-46;  Churchman,  20,781-6; 
Sharland  ...  ...  20,938,  20,944—5 

Small  Houses : 

Grievance  met  by  Finance  Act, 

1919,  Sharland  ...  ...  ...  20,931 

probably  Inadequate,  Sharland 

20,935,  21,258-60,  21,263-4,  21,266-7 
Statistics,  19^1-2  to  1918-9,  B.  V.  N. 

Hopkins  ...  ...  ...  p.  18 

Two-thirds  of  rent,  rates  and  ex- 
penses of  premises  in  which  pro- 
prietor resides  often  insufficient, 

Bayner  8842 

Repairs  : 

not  Carried  out  in  many  cases, 

Evans,  20.306,  20,343-6;  Durham, 

22,635;  Gorman  25,672 
Cost,  distinction  between  different 
classes  of  property,  Churchman 

20,763-4,  20,776-80 
Expenditure,  possibility  of,  sub- 
mission of  figures,  Evans,  20,341-2, 

20,361-3,  20,364-7 

Increased  cost,  Evans,  20,308,  20,433; 
Churchman,  20,706,  20,745,  20,754, 

20,772;  Gorman,  25,662 
Repairs,  insurance,  agent’s  fees,  etc., 
allowance  for,  proposal,  Piggott,  12,169, 

12,206-9,  12,225-9 

Revaluation  : 

Administrative  difficulty  and  strain 
on  Surveyors,  Best,  Eborall,  Osier, 

Young  ...  ...  ...  ...25,726,  25,731 

Annual : 

Advocated,  Sulley  ...  ...  23,535 

Scotland,  Home,  22,624,  22,637- 
42;  Osier,  26,078,  26,084-7,  26,100-3 
Application  of  scheme  to  Ireland  not 
proposed,  Osier  ...  ...  ...  26,089 
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Land  and  Property — cont. 

Revaluation — cont. 

Assistance  of  technical  staff  of  Land 
Valuation  office  proposed  in  cer- 
tain cases,  Shavian  d 20,921, 

21,050-1,  21,256-7 

Burden  on  staff,  Sharlund  20,919 

should  not  become  Effective  until  vear 

following,  Sharland 20,919 

General,  periodically,  throughout  the 
country,  objection  to,  Ereaut  ...  4798 

Quinquennial  or  triennial,  loss  of 
revenue  from,  Best,  Eborall,  Osier, 

Young 25,729-31 

Scheme,  Best,  Eborall,  Osier,  Young 

25,737-47,  26,076-115 

Opinion  re,  Harrison  ...  27,249-73 

Separate  staff  continually  employed 

on,  proposal,  Ereaut  4798 

Mr.  Sharland’s  proposals,  criticisms, 

Best,  Eborall,  Osier,  Young  25,734-6 

Suggestions  by  Board  of  Inland 
Revenue  re,  Sharland  20,919-21,  21,045-51 
Sale  of  investment  properties,  shrinkage, 

Evans  20,352-5 

Slum  properties,  minimum  valuation  of 
land,  advantage,  White 20,656 


Deduction  from  rent : 

Hardship  to  landlords  in  case  of 
falling  or  reduced  rents,  Chan- 

nell  (quoted)  15,915 

where  Improvement  in  value 
occurs  during  currency  of 
tenancy,  hardship  on  owner  and 
question  of  remedy,  Harrison 

1 5,258-9;  Ryde  15,638 

Production  of  receipt  to  landlord 
should  be  compulsory,  R.  N. 

Carter,  3147,  3213-5',  3341-4; 

Ryde,  15,636,  15,718-27;  Harri- 

son  25,099 

when  Rate  altered,  method,  Har- 

ris°n  15,102 

Deterrent  to  owning  house  property, 

RVde  ...  15,639,  15,678-80 

Payment  by  occupier,  reduced  rate 
under  certain  circumstances,  Harri- 

son  25,223-8 

Tenant’s  right  of  deduction  from 
rent,  memorandum  and  proposal  re, 

Board  of  Inland  Revenue  ...  p.  209-10 
Unfair  when  land  rented  at  rack  rent, 

Channell  (quoted)  15  915 

Unknown  landlord,  proposal  to  require 
agents  to  disclose  name  and  address, 

Board  of  Inland  Revenue  ...  p.  211  (6) 
with  Unoccupied  houses,  exemption  of 

land  objected  io,  White  20,655 

Used  for  business,  transfer  of  profits  to 

Schedule  D.,  proposal,  Ereaut 4807 

not  Used  for  business,  income  or  benefit 
from,  assessment  on  taxes  of  rental 
value  as  unearned  income  advocated, 

Ereaut  ...  ...  ...  . 4808 

£30  Valuation,  exemption,  and  assess- 
ment of  surplus  at  earned  rate,  pro- 
posal, Dagg  ...  20,859-62,  20,801, 

20,865-73,  20,897-8 

Valuation  : 

Method,  etc.,  Collins  329-31,  654-62,  p.  28 
Provisions  for  Countv  of  London, 
Sharland  ...  ...  ...  20  917 

Scotland,  Board  of  Inland  Revenue  ...  p.  198 
under  Valuation  (Metropolis)  Act, 

t a a 1869,  C?llins 332,  p’.  28  (23) 

Land  Agents’  Society,  evidence  on  behalf  of 
see  Wood.  Leslie,  S.,  and  Haviland,  W.  A. 

22,400-550 


Land  Tax  Commissioners : 

Anomalous  position  of,  re  powers  re  In- 
come Tax  areas  of  administration, 

Rin.ns  23,191-2 

Appointment  of  General  Commissioners 
by,  abolition  advocated,  Binns  22,972,23,289 
Appointment  system,  Collins  284-90: 

22  942-6 


Land  Tax  Commissioners— cont. 

City  op  London  : 

Members  of  Board  p.  150  (17) 

Work  of p.  156  (18)  (19) 

Grouping  of  parishes  by,  Binns  ...  23,198-200 

Nomination  of,  Collins  291-306 

Nomination  of.  Income  Tax  Commissioners 

by,  system,  Collins  284-90 

Transfer  of  parishes  by,  Binns  23,193 

Union  of  parishes  by,  Binns  ...  23,195-7 

Laudowners’  Co-operative  Forestry  Society, 

Ltd.,  evidence  on  behalf  of,  see  Wood’ 

Leslie  S.,  and  Haviland,  W.  A.  ...  22,412-550 

Land  Union,  evidence  on  behalf  of,  see  Wood,’ 

Leslie  S.,  and  Haviland,  W.  A.  ...  22,412-550 

Lands,  etc.,  miscellaneous  profits,  from,  not 
in  occupation  of  person  chargeable,  assess- 
ment basis  and  proposal,  Harrison  15,137,  15,138 
Lands  and  Woodlands,  form  of  accounts, 
proposal,  Parsons  1566,  1661-6 


Law,  Rt.  Hon.  A.  Bonar  : 

on  Co-operative  Societies,  R.  Walker  ...  p.  143 
on  Double  Income  Tax,  1917,  Board  of 
Inland  Revenue  ...  ...  ...  p.  58  (10) 

Quoted  on  question  of  levy  on  capital, 

Shirkie  ...  ...  ...  ...  9275 

Law  Society,  evidence  on  behalf  of,  see  Budd, 

John  W.,  and  Holme,  Randle  F.  W.  23,870-24,171 


— ^ . .w.,  x' .u.n.  ...  ...  ...  ooiu-oaoo 

and  on  behalf  of  the  Institution  of  Mining 
and  Metallurgy  ...  16,257-438,  pp.  87,  132 

Amateur  traders  3963-4 

Annuities  3633-8,  3755-8 

assessment,  basis  16,303,  16,318-24 

Copyrights  3613-7,  3684-90,  3695-6 

Depreciation  : 

Allowance  3684-90,  3695-6,  3714-8,  3864-6 
Definition  and  explanation  3595-607,  3615 
of  Material  wasting  assets,  annual 
accretion  to  sinking  fund  not  a 
sound  measure  of  3644-62,  3694, 


3939-52 


Extracts  from  reviews  of  book  of,  011 

Wasting  assets  9591-8 

“ Free  of  Income  Tax  ” 3668,  3669-71, 

3697-705,  3712-3,  3960-2 
Goodwill  and  trade  marks  ...3613-7, 

3684-90,  3695-6 

Instalments  16,304,  16,325-34 

Leaseholds  ...  3613-7,  3684-90,  3954-9,  3695-6 
Leases 3809-11 


Machinery  and  Plant  : 

Depreciation  3600,  3619-24,  3643-62, 

3694,  3740-2,  3759-63,  3820-3,  3853- 

61,  3867-91,  3904-8,  3948-52,  16,299-300 
Proportion  of  whole-life  output  of, 
receivable  annually  in  comparison 
with  proportion  of  cost  charged 
annually  to  revenue  under  various 

methods  of  distribution  p.  87 

Mines  and  minerals,  depreciation  3626, 

3632,  3692,  3721-45,  3747-9,  3764-84, 

3826-52,  3899-900,  3908-19,  3925-38 
Mining  Companies  : 

Deduction  for  expired  capital  outlay 
on  base  value  of  mining  rights, 
scheme  ...  16,258-97,  16,305-17, 

16,340-433 

Development,  cost  ...  16,301,  16,435-6 

Natural  raw  material,  depreciation 

3626-31,  3639-43,  3692-3 
Nitrate  Companies,  taxation  3584-90, 

3892-7,  3920 

Patent  rights...  3613-7,  3684-90,  3695-6,  3743 
Profits  : 

Assessment  on  3756-7,  3778=-9 

Definitions  3577 

Raw-material-winning  companies,  taxa- 
tion   3571-90,  3675-7 

Recurring  crops,  estates  yielding,  clean- 
ing, (fee.,  depreciation  3626-31,  3692 

Royalties  3733-45,  3834-52,  3901-3 

Salaries,  &c.,  deduction  of  tax  by  em- 
ployers ...  3672,  3706,  3787-803,  3824-5 

Shaft  sinking,  &c 16,298 

Shop  fronts  and  fixtures  ...  ...  ..,  3812-9 
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LEAKE,  P.  D.,  F.C.A. — cont. 

Taxation  at  the  source  ....  ...  3672,3706 

Terminable  concessions  3613-7,  3684-90, 

3695-6,  3750-4 

Wasting  Assets  : 

-suggested  Amendment  of  law  ...  3633-7 
Definition  and  classes  of  3591-4, 

3682,  3806-18,  3682 
Depreciation  basis  ...  3664-7,  3931- * 

Material  amortisation  method 

16,302,  16,337-9 

Register  of  • 3630>  3691 

Leaseholds : , . ■ 

Acquisition  and  adaptation,  capital  out- 
lay, allowance,  advocated,  B.  B. 

Hopkins,  13,038,  13,077;  Muspratt, 

Biggart,  16,066,  16,163-87;  Dawson  17,197 
Depreciation  Allowance  : 

Advocated,  Cook,  17,717,  17,758-62; 

Aveling,  19,913;  Quin  ...  24,332 

Advocated  for  leaseholds  abroad, 

Leake  3684-90,  3695-6 

not  Advocated  if  vendor  an  English- 
man, Leake  ...  3613-7,  3684-90,  3954-9 

Annual  instalments  amounting  to 

cost,  advocated,  Thompson  ...  18,332 
Hardship  of  non-granting  of,  Haslip 

16,441  (c),  16,484-9,  16,536-8 
Proposal  in  particular  cases,  Evans 

1 20,317,  20,471-88 

Question  of,  W.  Cash 8283 

as  Inherently  wasting  assets,  Stamp  9593 
if  Leaseholder  gets  relief  reversioner 

should  be  taxed,  B.  N.  Carter  3455-63 
Legal  costs,  as  charge  against  profits, 

advocated,  Martin,  5817;  Aveling  ...  19,914 
Renewal  of  leases,  cost  should  be  allowed 

B.  N.  Carter  3427-31 

Restoration  charges,  allowance  advocated 
for  additional  outlay  spread  over  term 

of  lease,  Leather  ...  8131-3 

Taxation  of  Bhort  leaseholders : 

Hardships,  Evans  ...  20,315-7,  20,477 

Report  of  Departmental  Committee, 

1905,  Board  of  Inland  Bevenue  p 63  (8) 
Unexpired  period  of  leases  not  inherency 

wasting  assets,  Leake  3809-11 

LEATHER,  H.  D.,  Chartered  Accountant, 
etc.,  on  behalf  of  the  Association  of 
British  Chambers  of  Commerce  ...  7705,  8118 

Buildings,  depreciation  allowance,  7705, 

8131-3,  8150-1,  8153-7 
Depreciation  allowances  7705,  8119-20,^^  ^ 

Plant,  depreciation  allowances  ...  7705,  8149 

Shop  fronts  and  fixtures  

U.S.A.,  depreciation  8127 

Lee  John,  depreciation  of  machinery  allow- 
ances desired,  1851-2,  Board  of  Inland 

Bevenue  P-  64  <2> 

Legal  Decisions : 

Aberdeen  Assessor  and  Parish  Council  v. 
Aberdeen  Town  Council,  Institute  of 
Municipal  Treasurers  and  Accountants, 

11,246-7;  Keith  11,3J2 

Adams  v.  Dunseath,  Sharland 21>U2J 

The  Alianza  Co.,  Ltd.,  v.  Bell,  1906, 

Hook,  9869;  Budd,  23,949-50,  24,061 

Board  of  Inland  Bevenue,  p.  64  (9)  (1U) 
American  Thread  Co.  v.  Joyce,  1912, 

Board  of  Inland  Bevenue  ...  P-  74  (11) 

Aramayo  v.  Kensington  Commissioners, 

1916,  Bremner  ...  •••  •••  — 15.885 

Aramayo  Francke  Mines  case,  H . Las/i 

8282,  8617 

Attorney-General  v.  London  County 
Council,  1907,  11,217,  11,283;  Institute 
of  Municipal  Treasurers  and  Account- 
ants, Pool,  12,782,  12/779,  12,821, 

12,834-45,  12,965;  T.  H.  Hall 22,932 

Attorney-General  v.  Scott,  1873,  Jenks, 

11,551,  11,553,  11,602;  Pool  ...  - 12,815 

Attorney-General  v.  Till,  1910,  London...  12,401 
Blake  v.  Mayor,  etc.,  of  London,  1887» 

Board  of  Inland  Bevenue  ...  P-  I44  (5> 


Legal  Decisions— cont. 

Blakiston  1?.  Cooper,  1909,  Atkinson, 

14,581,  14,588,  14,710;  Partridge, 

14  830  27,201;  Board  of  Inland 

Bevenue  P-  206  (12)  (13) 

Bouch  v.  Sproule,  W.  Cash,  8282;  S.  E. 

qcis]l  16,085 

Bruce  v.  Burton,  1901,  Howe  13,498,  13,531-2 
Burnley  Steamship  Co.  o>.  Aikin,  Howe  13,496 
Calcutta  Jute  Mills  v.  Nicholson,  Board 

of  Inland  Bevenue  P-  74  (10) 

Cawse  v.  Nottingham  Lunatic  Hospital, 

1891,  Board  of  Inland  Bevenue  p.  144  (5) 
Cesena  Sulphur  Co.,  Ltd.,  v.  Nicholson, 

Board  of  Inland  Bevenue  ...  P-  74  (7)  (1U) 
Charlton  v.  Inland  Revenue,  1890,  Bishop 

of  Bristol  13,279 

City  of  Dublin  Steam  Packet  Company 
v O’Brien,  1912,  Board  of  Inland 

Bevenue  P-  207  <32> 

City  of  London  Contract  Corporation  v. 

Styles,  1887;  Leake  ...  3577 

Clerical,  Medical  and  General  Life  Assur- 
ance Society  v.  Carter,  1889,  Hopkins, 

171-7;  Hovil,  16,912,  17,016;  Furtado, 

27,706,  27,757,  27,835-40;  Board  of 

Inland  Bevenue  P-  83 

Colquhoun  r.  Brooks,  1889  (Nott  Bower) 

1929-  Sirry,  10,122;  Board  of  Inland 

Bevenue  PP-  73>  74 

Coltness  Iron  Co.  i>.  Black,  1881,  6Ms, 

3036;  Louis,  8638;  Hook,  9978,  p.  63  (4), 

p 78  (1)  (7);  Dawkins  P-  132 

Corcoran  v.  Judge,  1918,  Sharland  ...  21,033 
Curtis  v.  The  Old  Monkland  Conserva- 

tive  Association,  1906,  Bohn  ...  2172,  2177 

De  Beers  Consolidated  Mines,  Ltd.,  v. 

Howe  1906,  Board  of  Inland  Bevenue 

p.  74  (10) 

Dublin  Corporation  v.  McAdam,  1887, 

Cooper  •••  18,550 

East  India  Railway  Co.  v.  the  Secretary 
of  State  for  India,  1905,  Board  of 

Inland  Bevenue •••  P-  7 

Egyptian  Hotels,  Ltd.,  v.  Mitchell,  1912, 

Svru  10,135;  Board  of  Inland  Bevenue, 

P pp.  74  (11),  75  (12) 

Erichsen  v.  Last,  1881,  Mace  ...  •••  10>30° 

Foley  v.  Fletcher,  1858  p.  71-2  (8),  p.  72  (64) 
Furtado  v.  City  of  London  Brewery  Co., 

Ltd.,  Howe  •••  13,488 

Furtado  The  Lion  Brewery,  B^Cox  ^ ^ 

Gowan  v.  Christie,  Louis  8638 

Grahamston  Iron  Co.  v.  Crawford,  1915, 

Collins,  27,174;  Board  of  Inland 

Bevenue  P*  188  ^11' 

Grainger  & Son  v.  Gough,  1896,  Mace, 

10,300,  10,301-2;  Budd  23,880 

Guest,  Keen  & Nettlefolds,  Ltd.,  v. 

Fowler,  1910,  Board  of  Inland  Bevenue 

p.  188  (9) 

Helby  v.  Matthews,  Sewell,  24,607, 
24.640-7;  Tudor,  24,617,  24,621-34; 

24,637 

Herbert  "v.  McQuade,  1901,  Partridge  ...  14,830 

Hunter  The  King,  1904,  Board  of 

Inland  Bevenue  P-  °0  (80. 

Inland  Revenue  v.  Cadwalader,  1904, 

Purcell,  5102,  5103,  5104,  5106,  5118; 

Board  of  Inland  Bevenue  P-  118 

Inland  Revenue  v.  Old  Monkland  Conser- 
vative Association,  1907,  Thompson  ...  18,333 
Jardine  v.  Gillespie,  1907,  Board  of 

Inland  Bevenue  P-  205  (18' 

Jones  v.  Williams,  Jenks  11,549,  11,684 

Kodak,  Ltd.,  v.  Clark,  1903,  Collins  ...  482-7 
Last  v.  London  Assurance  Corporation, 

1884,  Cahill,  17,949,  17,950;  Board  of 

Inland  Bevenue  •••  P-  8“ 

Lee  ,.  Butler,  Sewell,  24,606;  ^ 

Locligelly  Iron  and  Coal  Co.,  Ltd  v. 
Crawford,  1913,  Collins,  27>17“"3; 

Board  of  Inland  Bevenue  p.  188  (10)  (1/) 
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Legal  Decisions— cont. 

L.C.C.  v.  Attorney-General,  1901,  London  19,462 
Lothian  v.  Macrae,  1884,  Hoard  of  Inland 

Revenue  p 206  (18) 

Malcolmn  v.  Lockhart,  1917,  Wherry  ...  20,028, 

20,037 

Mary  Clark  Home  Trustees  v.  Anderson, 

1904,  Arbuthnot  20,105,  20,109 

Maughan  v.  Free  Church  of . Scotland, 

1893,  T.  H.  Hall  ...  ...  ...  ...  22,844 

Mersey  Docks  v.  Lucas,  1883,  Furtado  ...  27,587 

Miller  v.  Farie,  1878,  Board  of  Inland 

Revenue  p.  63  (4) 

Needham  v.  Bowers,  1888,  Collins,  26,896; 

Board  of  Inland  Bevenue  ...  p.  144  (5) 
Neill  v.  Commissioners  of  Inland 

Revenue,  Howe  13,580  not  e 

New  York  Life  Insurance  Society  v. 

Styles,  1899,  Hovil,  16,736;  B.  Walker, 

17,345;  Cahill,  17,947,  17,949,  18,016; 

Cooper,  18,550,  19,608-19,  19,629-30, 

19,683,  19,685-8;  Furtado,  27,587, 

Board  of  Inland  Bevenue  ...  p.  139  (28), 
p.  140  (29) 

New  Zealand  Shipping  Co.  v.  Stephens, 

1907,  Board  of  Inland  Bevenue  p.  74  (11) 
Ogilvie  v.  Kitton,  1908,  Board  of  Inland 

Revenue  p.  73  (6)  (7) 

Partington  v.  Attorney-General,  1896, 

Ereaut  ...  ...  ...  ...  ...  4817 

Pommery  and  Greno  v.  Apthorpe,  1886, 

lIace ...  10,300 

Rhymney  Iron  Co.  v.  Fowler,  1896, 

Board  of  Inland  Bevenue  ...  p.  188  (8) 
Rotunda  Hospital  v.  Coman,  Colville 

14,927;  B.  Cox  26,667-8 

Russell  v.  Town  and  County  Bank, 

1888,  Leake  ...  ...  ...  ...  ...  3577 

San  Paulo  Railway  Co.,  Ltd.,  v.  Carter, 

1896,  Board  of  Inland  Bevenue  p.  73  (5) 
p.  74  (g) 

The  Scottish  Union  and  National  Assur- 
ance Co.  v.  Smiles,  1889,  Hovil 16,544 

Smith  v.  Lion  Brewery  Co.,  Ltd.,  1910, 

Hook,  9868;  Board  of  Inland  Bevenue  p.  217 
Special  Commissioners  v.  Pemsel,  1891, 

Pool,  12,807,  12,974;  Board  of  Inland 

Bevenue  p.  144  (6)  (7) 

Stevens  v.  Boustead  and  Co.,  1917, 

W.  Cash,  8282;  Parsons 1555,  1670 

Stewart  v.  Thames  Conservators, 

Harrison  z 

Strong  & Co.,  Ltd.,  v.  Woodifield,  1906, 

IF.  Cash,  8279;  S.  E.  Cash  16,080 

Sugden  v.  Leeds  Corporation,  1913, 

11,217;  Pool,  12,779,  12,783-5,  12,789’ 

12,882-92,  12,945-52;  London  19,462 

Texas  Land  and  Mortgage  Company  v. 

Holtham,  1894,  Pool  ...  ...  ...  12  810 

Ti8chler  & Co.  v.  Apthorpe,  1885,  Mace  ...  10,300 
Turner  v.  Cuxon,  1888,  Partridge  ...  14,830 
Turton  v.  Cooper,  1905  ...  ...  27  201  4 

Usher’s  Wiltshire  Brewery,  Ltd.,  v.  Bruce 
Memorandum,  Board  of  Inland  Bevenue 
nr  , n p.  215-6 

Werle  & Co.  v.  Colquhoun,  1888,  Mace  ...  10,300 

Williams  v.  Singer,  Bremner  15'885 

Legal  expenses,  allowance,  proposal,  Martin, 

5817;  W.  Cash,  8455-6;  Bayner,  8842,  8857; 

S.  E.  Cash,  16,080;  Nelson,  19,815,  19,862-3; 

Collins  27,016-20 

Legal  and  professional  charges  in  respect  of 
capital  matters,  allowance  advocated,  John- 

st°n  19,340,  19,376-8 

Licensed  premises,  partly  occupied  as  dwelling 
house,  inadequacy  of  two-thirds  allowance 
and  proposed  discretionary  power  to  Sur- 
veyors, Baxter 26  342-69 

Licensed  Victuallers’  Defence  League  of  ’ 

England  and  Wales,  evidence  on  behalf  of, 

see  Baxter,  T 26,342-69 

Life  Annuities,  see  Annuities. 

Life  Assurance  Offices : 

Accumulated  funds,  need  for,  Hovil  ...  16,545 
Bonuses  represent  excess  premiums,  and 
consequent  non-payment  of  tax,  in  the 
case  of  mutual  offices,  Hovil  ...  16,790-816 


1908, 

27,357-8 


Life  Assurance  Offices— cont. 

British  Colonial  companies  doing  busi- 
*less.  L.H.,  assessment  on  actuarial 
liability  basis,  Furtado  ...  ...  27,700-4 

Foreign  Life  Assurance  fund,  investment 
income  : 


Continuance  of  exemption  advocated. 

Macnaghlcn 16,588-93,  17,073-89 

Exemption,  and  proposed  amend- 
ment, Furtado  ...  27,428,  27,493-4, 

n , 27,691-9 

Uross  interest  income  and  premium 
income,  proportions,  Furtado  ...  27,787-8 

Interest  earned  not  wholly  profit,  loss 
sometimes  incurred,  Hovil  16,547, 

, 16,598-600 

Interest  received  in  respect  of  loans  secured 

ON  LIFE  POLICIES,  PERSONAL  SECURITY  OR 
REVERSIONS  : 


Lists  of  persons  from  whom  interest 
received  under  deduction  of  tax, 
Statutory  requirement  to  furnish’ 
proposed,  Furtado  ...  27,469-70,  27,872-7 
Taxation  of,  system,  Hovil,  16,549 ; 

Furtado  27,468,27,915-7 

Loans  to  policyholders,  total  amount, 

Furtado  27,876 

Memorial  to  First  Lord  of  the  Treasury  re 
tax  on  terminable  annuities,  1852, 

Board  of  Inland  Bevenue  ...  p.  71  (4) 
Mutual  : 

Nature  of  business,  Low,  16,565-6 
17,018;  Hovil,  16,735—8;  Furtado 
. . 27,471,  27,473 

Position  in  connection  with  taxation 

on  profits,  Hovil  ...  ...  16,739-45 

System  and  position  in  connection 
with  assessment  on  interest  less 
expenses,  Furtado  27,664-6,  27,679, 
w _ _ 27,677-82,  27,685 

Nature  of  business,  and  difference  from 

ordinary  investment  company,  Furtado 

27,471-6,  27,513,  27,526-51,  27,571-9 
Policies,  average  amount  of,  Hovil 
-n  16,555,  16,642-7,  16,782-3 

Premium  income  and  interest,  propor- 
tion, Hovil  16,786-9 

Profit  : 

Ascertainment  of,  Hovil,  16,546; 

Furtado  27,563-7,  27,734-50,  27,845-6 
Bulk  of,  division  among  policy 
holders,  Hovil  jg  550 


Proprietary  : 


Nature  of  business,  Low,  16,567; 

Furtado  ...  ...  ...  27  472—3 

Nature  of  business  and  position  if 
taxation  only  on  profits,  Hovil  16,746-53 
Taxation  system  and  position  in  con- 
nection with  assessment  on  interest, 
less  expenses,  Furtado  27,667-78,  27,683-4 
Taxation  : 


as  Attempt  to  tax  individual  policy- 
holders at  the  source  through  the 

company,  Furtado  27,580-601 

at  Average  rate  to  which  policy- 
holders would  be  liable : 

Abolition  of  allowance  on  pre- 
miums not  necessarily  involved, 

Hovil,  16,671-704,  16,920-41; 

R°w  17,061  3 

Life  Assurance  considered  a 
special  case,  Hovil  16,726-8,  16,897 

estimated  Loss  to  Revenue, 

Hovil  16,722-  5 

Scheme,  Low,  16,576-9,  17,035-9; 

Hovil,  16,555,  16,633-54, 

16,668-76,  16,726-34,  16,782-5, 

16,817-79,  16,888-90,  16,912  9 
Surplus  fundj  would  go  out  in 
form  of  increased  bonuses, 

Hovil  16,880  -4 

Basis  : 

in  Dominions  and  U.S.A., 

Furtado  27,854-64 

Inequitable  at  present,  Hovil  ...  16,558 

Statement,  Furtado  ...  27,471-506 
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Life  Assurance  Offices— emit. 

Taxation — cont. 

Burden  on  policyholders  unduly 

heavy,  Low  16,560 

Claim  to  set  off  losses  against  aggre- 
gate income,  limitation,  Furtado 

27,775-80 

Deduction  by  offices  at  uniform  rate 
from  premiums  payable,  possible, 
but  difficulty  of,  Schooling  1007, 

1027,  1113,  1145-57 

Differential  rate : 

Application  of  relief  exclusively 
to  benefit  of  policyholders, 
method,  Furtado  ...  27,870-1 

Deputation  to  Chancellor  of  the 

Exchequer,  Hovil  • ••  16,900- i 

Fairest  method  desirable,  Schooling  1052 
Falls  upon  policyholders,  Low  16,997-7002 
under  Finance  Act  of  1915,  Furtado 

27,850-3 

Historical  note,  Board  of  Inland 

Bevenue  ...  • ••  •••  P-83 

of  Income  from  fines,  fees  and 
profits  arising  from  reversions, 

Furtado  27,496-8,  27,520-2,  27,705-11 
on  Interest  without  allowance  for  ex- 
penses, B.  N.  Carter,  3448; 

Furtado  27,850,  27,852 

Interest  less  expenses : 

Approved  under  certain  con- 
ditions, and  any  profits  made 
outside  ordinary  Lite  Assur- 
ance operations  should  be 
taxed,  Low  16,569,  16,950, 

16,951-2,  16,990-7034,  17,064  6 
the  Best  principle,  Furtado 

27,613-5,  27,636-5? 
when  Expenses  in  excess  of  in- 
come, Furtado  ...  27,617-9 

Profits  or  losses  on  realizations 
not  taken  into  account, 

Furtado  27,524-9 

System,  Schooling  1009,  1015, 

1026,  1164;  Furtado  ...  27,408-29 

on  Interest  less  expenses  and  amount 
retained  by  proprietary  body,  advo- 
cated, Furtado  27,426,  27,429-30, 

27,492,  27,686-90,  27,764-72,  27,774 
at  Maximum  rate : 

Hardship  of  and  differential 
rate,  advocated,  Hovil,  16,555, 

16,556,  16,633-54,  16,668-76, 

16,726-34,  16,782-5,  16,817-79, 
16,888-90,  16,912-9;  Low, 

16,562,  16,569,  16,570-9,  17,035-9 
Individual  relief,  impractic- 
ability, Hovil,  16,878-9 ; Low, 

16,574,  16,981-4,  17,035-7 
Non-deduction  from  investment  in- 
come of  portion  credited  to  policy- 
holders,  Furtado  27,499-500,  17,712 

Normal  rate,  objections  from  point 
of  view  of  policyholders  and  com- 

panies,  Furtado  27, 431-6 J 

Notification  to  policyholders  of  in- 
terest credited  to  policy  and  tax 
paid  on  : 

Objections  to,  Furtado  

Proposal,  Schooling  ...  1150-7,  1180-7 

Rate  of  tax  on  whole  income 

would  be  raised,  Hovil...  _ 16,655-68 

“ Ordinary  ” and  “ industrial 
branches  should  be  considered 
separately.  Furtado,  21,421, 

27,429,  27,505-6,  27,658-61 
Policyholder  as  taxable  unit  pro- 

posal,  Schooling  ...  1049-53,  1223 

on  Profit  from  sale  of  annuities  advo- 
cated, and  proposed  meth°d, 

Furtado  27,501-4,  27,716-33 

on  Profits  : 

Advocated  in  preference  to 
interest,  B.  N.  Carter, 
3391-405,  3451-4, ; Hovil, 

16,552,  16,621-6,  16,908-11; 

Schooling  


Life  Assurance  Offices— cont. 

Taxation — cont. 

on  Profits — cont. 

Comments  on  proposal,  Furtado 
27,478-91,  27,514-9,  27,552-62, 

27,756,  27,842-4,  27,847-9 
Differential  rate  not  necessarily 
advocated  in  case  of,  Furtado 

27,865-6 

Endowment  assurance,  Hovil 

16,763-80 

Feasibility  of,  Hovil  ...  16,906-7 

Life  offices  in  special  position, 

Hovil  16>905 

Mutual  offices,  position  of,  Hovil 

16,739-45 

Proportion  in  the  past,  Hovil 

16,623-4,  16,628-31 
Proprietary  offices,  position  of, 

Hovil  16,746-53 

certain  Safeguards  necessary, 

Rovil  16,554,  16,705-6,  16,761-2 

Standard  method  of  valuation 
not  considered  necessary,  but 
would  be  practicable,  Hovil 

16,601-  32,  16,891 
and  Without  profit  business, 

Hovil  •••  16,754-61 

on  Profits  or  interest,  option  to  In- 
land Revenue : 

Abolition  of,  advocated,  Hovil, 

16,551  16,556,  16,707-21; 

Low  ...  16,561,  16,569,  16,579 

Objection  to,  B.  N.  Carter  3133, 

3145,  3205-6,  3384-405,  3448-51 

Rate : 

See  also  Average,  Differential, 
Maximum  and  Normal  above. 

4/6,  proposal  and  estimated  cost, 

Furtado  27,446,  27,460,  27,463, 

27,826-9,  27,868-9 
Increase,  effect  on  companies, 

Furtado  27,454-5,  27,459,  27,605-12 
Question  in  connection  with  pre- 
mium allowance,  Furtado 

27,439-43,  27,447-53 
Reduced,  proposal,  Furtado 

27,465-6,  27,897-900 
of  Reversionary  interest,  Hovil, 

16  717-21;  Low,  16,950,  16,958-77, 

17,023-34,  17,042-60 

System,  Furtado  ' 27,757-62 

System  not  unfair,  W.  Cash  ...  ...  8491-3 

Taxation  at  the  source,  possible 
effect  on  company  (reduction  to  in- 
solvency) Furtado  ...  27,602—12,  27,630-3 
periodical  Valuation  of  assets  and 

liabilities,  Furtado  27,476-7 


Life  Insurance : 

Definition,  Hovil  16,543 

Difference  from  other  industries  recog- 
nized in  majority  of  Dominion  and 

foreign  countries,  Hovil  17,092-3 

Distinction  between  fire  and  other  forms 

of  assurance,  &c.,  Hovil  ...  • ••  16,6  ^ 

an  Encouragement  to  thrift,  Gordon  1242 

(6),  1255,  1344-6 

Encouragement,  importance  of,  Furtado 

27,5oa— (U 

Encouragement  in  Income  Tax  scheme 

in  Dominions  and  U.S.A.,  Furtado  ...  27,372 
Endowment  system,  and  position  in 
connection  with  taxation  on  profit3, 

Hovil  ...  16>f4J  16,763-80 

an  Expensive  and  extravagant  method  of 

saving,  Parsons  1610,  1615,  1639-44 

as  Means  of  providing  for  payment  of 
Death  Duties,  Furtado 

Nature  of  business,  Low 16,564 

Policies: 

Distribution  between  estates  liable  to 
duty  where  net  values  of  estates 
did  not  exceed  and  did  exceed 
£10,000,  Furtado  ...  27,367,  27,878-85 
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Life  Insurance— cont. 

Policies — cont. 

Payment  of  proceeds  on  death  of  in- 
sured, American  system,  G.  M.  E. 

Jones  5210,  5431-6 

Premiums,  allowance  for  : 

Abolition : 

Advocated,  Parsons,  1557,  1575, 
1606-24,  1645-9,  1680;  Mackie 

24,793  (4),  24,801,  24,878-83 
not  Advocated,  Gordon,  1242  (6), 

1255 ; Furtado 27,382 

or  Allowance  of  flat  rate  of  10 
per  cent.,  proposal,  Ereaut  ...  4828-9 
Advantage  to  persons  with  incomes 

over  £2,500,  Furtado  27,368 

not  Allowed  for  Super-tax  since  1916, 

B.  V.  N.  Hopkins  ...  ...  ...  255-6 

any  Alteration  in  law  should  be  re- 
trospective, Schooling  1062-4 

should  Cease  when  policy  utilized  for 

obtaining  loans,  Nelson  19,812,  19,842 

Claims,  form,  Collins  ...  ...  pp.  42,  45 

Collection  of  less  than  premium  by 
offices  and  settlement  with  State, 

question  of,  Schooling  1117-8 

Continuanoe : 

Approved,  but  question  of  tax- 
payers in  Super-tax  category, 

Currie  7677,  7982 

Desirable,  but  inequalities  must 
be  removed,  Schooling  1010,  1028 

Cost  of,  Furtado  27,444 

should  be  Deductible  by  statutory 
right,  whether  paid  in  periods  less 
than  one  year  or  not,  G.  B.  Carter  20,146 
Deduction  when  paying  Income  Tax, 
proposal,  Schooling  1006,  1012,  1015,  1027 

in  Dominions,  Furtado  ...  27,372—1 

Fixing  of  minimum  period  of  years 
for  endurance  of  policy,  proposed, 

Furtado  27,384,  27,895 

History  of,  B.  V.  N.  Hopkins,  p.  45, 

2 (9);  Furtado,  27,363-6;  Board  of 
Inland  Bevenue  ...  pp.  55  (7),  60-1 

Income  limit,  £2,500  advocated, 

Quin  24,325,  24,365,  24,590-600 

Inequalities  caused  by  high  gradua- 
tion, Schooling  1196-7 

Leakage  of  Income  Tax  in  connection 
with,  Schooling,  1005;  Board  of  In- 
land Bevenue  ...  ...  ...p.  61  (11)-(13) 

One-tenth  of  total  income : 

Proposal,  Ereaut 4828-9 

Suggestion  not  agreed  with, 

Furtado  27,383 

Machinery  for  recovery  of  over-pay- 
ment of  tax  on  accrued  interest, 

question  of,  Schooling  1053 

should  be  Made  only  in  respect  of 
genuine  policies,  Nelson  19,812,  19,842-5 
Majority  of  policies  held  by  persons 

of  small  means,  Furtado  27,886 

Penalization  of  men  with  small  in- 
comes and  subsidization  of  those 
with  large,  Schooling  988-1006, 

1024-6,  1050,  1105,  1119,  1167-78,  1190-3 
Percentage,  limitation  should  be 
repealed  for  incomes  below  £700, 

G.  B.  Carter 20,146 

Proposal  not  one  affecting  Revenue, 

Schooling  1065-71 

suggestion  to  adjust,  to  counteract 
Rate  at  which  accrued  interest 
charged,  opinion  re,  Furtado 

27,782-825,  27,830-4 

Rates : 

Three  shillings  as  maximum  pro- 
posal and  saving  to  be  effected, 

Furtado  27,380,  27,462-4, 

27,467,  27,918-20 
if  Assurances  made  before  or 
after  22nd  June,  1916,  and 
inequality  as  result,  Furtado 

27,377-9,  27,461-2,  27,887-94 


Life  Insurance— co7it. 

Premiums,  allowance  for — cont. 

proposed  Rebate  of  duty  as  a means 
of  graduation  for  incomes  of 
£l,000-£2,500  would  need  modifi- 
cation in  cases  of,  B.  V.  N. 

Hopkins  4034-5 

Repayments  on  account  of,  numbers 
and  amounts,  1901-02  to  1918-19, 

B.  V.  N.  Hopkins  ...  ...  ...  p.  24 

Special  relief  re,  to  meet  war  condi- 
tions, Board  of  Inland  Bevenue  p.  187  (10) 
Single  premium,  allowance  as  de- 
duction up  to  one-sixth  of  total 
income  : 

Advocated,  Martin  ...  5817,  5952-4 

Question  of,  Furtado  27  38 1 

Statistics,  1901-2  to  1918-9,  B.  V.  N.  * 
Hopkins  ...  ...  ...  pl9 

Suitability,  Furtado  27  370-1 

System,  B.  V.N.  Hopkins  ...  p.  6 (12) 
System,  and  tables  showing  working, 
Schooling  990-1002,  1011,  1014, 

1026,  1045-9,  1120-ll,  1178 
to  Tenants  for  life  of  settled  estates, 
advocated  as  a deduction  for  Super- 
tax purposes,  Martineau  ...24,172-320 
£250  as  maximum,  proposal,  Furtado 
27,375-6,  27,467,  27,887-94, 

27,906-13,  27,918-20,  27,922-35 
Uniform  allowance  to  all  policy- 
holders irrespective  of  rate  of  tax 
paid,  proposal,  Schooling,  1006, 

1012-5,  1024-7,  1045-7,  1051-2, 

1075-7,  1106-16,  1194-5,  1223-5 
Life  Insurance  offices,  memorial  to  First  Lord 
of  the  Treasury  re  tax  on  terminable 

annuities  ...  1852,  p.  71  (4) 

Life  Interests,  question  of,  as  wasting  assets, 

Stamp  ...  ...  ...  9601-3 

Life  Office  Association,  evidence  on  behalf  of, 
see  Hovil,  Lewis  Frederick,  16,543-59, 

16,594-944,  17,090-3 

Limited  Liability  Companies : 

See  also  Companies,  etc. 

Conversion  of  private  firm,  into  : 

Assessment  on  profit  of  preceding 
year,  subject  to  deduction  of  direc- 
tors’ fees  for  year  of  assessment, 

proposal,  Ereaut  4804 

Treatment  of  dividends  as  unearned, 
reply  to  complaint,  B.  V.  N.  Hop- 
kins ...  4057-8 

Dividends,  taxation  at  the  source  p.  62  (5) 

Reserves,  escape  of  Super-tax,  B.  V.  N. 

Hopkins  4404-11 

Taxation,  agreement  of  amounts  with 
Surveyor,  subsequent  filling  up  of  re- 
turns should  not  be  required,  Ereaut  4958-61 

LITTLER,  H.  W.,  F.C.I.S.,  &c.,  on  behalf  of 

Cemetery  Companies  (joint  evidence)  12,174-238 
Cemeteries  and  crematoria,  claim  to  cer- 
tain relief 12,174-80,  12,190-7 

Exemption  limit  12,230 

Schedule  A 12,207 

Livestock,  valuation,  London 12,725-37 


Local  Authorities  : 

Assessment  : 

Leeds  case,  Institute  of  Municipal 
Treasurers  and  Accountants  11,258-62 

Position  re,  Pool  12,771-4 

Present  position,  Institute  of  Muni- 
cipal Treasurers  and  Accountants, 
11,218-39,  11,298,  11,300,  Whiteley, 

11,369-73 

Buildings  for  housing  administrative 
staffs,  &c.,  exemption  : 

Claim  not  agreed  with,  Pool 

12,777  (g),  12,803-5,  12,780 
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Local  Authorities— cont. 

Buildings  for  housing  administrative  staffs, 

&C.,  EXEMPTION — cont. 

should  be  Considered,  Institute  of 
Municipal  Treasurers  and  Ac- 
countants, 11,296  (e) ; Howard, 

11,304,  11,315-33,  11,342-6;  Keith, 
11,328-9,  11,419;  Whiteley,  11,339, 

11,428,  11,507-14 

Claims  on  behalf  of,  summary,  Institute 
of  Municipal  Treasurers  and  Ac- 
countants ...  ...  ...  11,282,  11,296 

Cost  of  raising  loans,  as  deduction  from 

profits,  not  advocated,  Pool  12, 777  (j),  12,810 
Cost  of  stamping  debentures  (or  its 
equivalent)  and  for  commission  for  in- 
troducing loans  and  stocks,  allowance 
advocated,  Institute  of  Municipal 
Treasurers  and  Accountants,  11,254, 

11,296  (h);  Whiteley,  11,392-4; 

Keith  ...  ...  ...  •••  11,394 

Exemption  of,  as  “ charities,”  opinion  re 
claim,  Pool  ...  12,777  (h),  12,806-8, 

12,972-6,  12,980-2 

Exemption  on  ground  of  national 
character  of  duties,  claim  not  agreed 

with,  Pool ...  12,777  (d),  12,794-5 

Exemption  of  profits  of  industrial  under- 
taking carried  on  by,  admission  of 
claim  would  be  unfair  to  other  traders, 
and  not  agreed  with,  Pool  12,777  (e) 
12,796-7,  12,867-74,  12,893-6,  12,927- 

35,  12,939-44,  12,953-64,  12,968-71 
Exemption  from  taxation  of  profits,  esti- 
mated loss  to  Revenue,  Pool  ...  12,936—7 

Exemptions  of  undertakings  essential  to 
health  and  well-being  of  community, 
claim  not  agreed  with,  except  as  regards 
sewers,  Pool,  12,777  (f),  12,789-802,  12,876-81 
Industrial  undertakings  : 

Cases  decided  in  the  Courts,  sum- 
mary, Pool  12,819 

Taxation,  present  position,  Pool  12,921—6 


Lands  occupied  by,  exemption  of  cer- 
tain : 

Advocated,  Institute  of  Municipal 
Treasurers  and  Accountants, 

11,242-3,  11,251,  11,296  (f) 
Differentiation  from  other  taxpayers 
not  advocated,  Pool,  12,777  (i), 

12,809-10,  12,956-8,  12,977-9 
Property  of,  and  profits,  cases  refer- 
ring to,  decided  in  the  Courts,  sum- 
mary, Pool 12,819 

Property  and  works,  distinction  between 
those  undertaken  for  public  and  purely 
local  purposes,  and  exemption  of  those 
undertaken  for  public  purposes  would 
be  approved,  Pool 12,846-55 


Setting  off  tax  paid  under  Schedule  A 

AGAINST  LIABILITY  IN  RESPECT  OF  TAX 
ON  INTEREST  AND  CHIEF  RENTS  (OR  FEU 
DUTIES)  PAID  : • • 7 

Advocated,  Institute  of  Municipal 
Treasurers  and  Accountants, 

11,273-81,  11,283-94,  11,296  (c) 

Haward,  11,301-3,  11,315-33, 

11,347-50,  11,380-9,  11,408, 

11  433-9,  11,448-9,  11,527-8; 

Keith,  11,534;  Whiteley,  11,373, 

11  409,  11,440-8,  11,451-65,  11,489- 

520,  11,522-4,  11,529-34 

Claim  might  be  admitted,  Pool 

12,777  (c),  12,789-93,  12,832-6,  12,897-904 

Setting  off  of  annual  value  of  property 
owned  and  occupied,  and  producing  no 
revenue,  against  liability  in  respect  of 
interest  paid,  claim  considered  equit- 
able and  might  be  admitted,  Pool, 

12  777  (a),  12,781-2,  12,821-6,  12,838- 

V ' 45,  12,856-66,  12,897-906,  12,965 

Statutes  under  which  authorities  act, 

Pool 12>818 


Local  Authorities^-con*. 

Superannuation  and  Thrift  Funds  : 

Contributions  by  authorities  should 
be  allowed  as  working  expenses, 
Institute  of  Municipal  Treasurers 

and  Accountants  11,296  (k) 

Contributions  by  employees  should 
be  allowed  as  deduction,  Institute 
of  Municipal  Treasurers  and 
Accountants  ...  ...  •••  11,296  (h) 

Income  should  be  free  from  taxation, 
Institute  of  Municipal  Treasurers 
and  Accountants  ...  11,295,  11,296  (k) 

Taxable  income  should  be  regarded  as  a 
whole,  Institute  of  Municipal  Treasurers 
and  Accountants  11,258-71,  11,282,  11,296  (b) 
Taxation,  effect  on  ratepayers,  Pool  12,983-6 
Trading  should  be  treated  on  a par  with 

Co-operative  Societies,  Cooper  18,693-709 
Treatment  as  one  corporation  and  entity 
for  Income  Tax  purposes  : 

Advocated,  Institute  of  Municipal 
Treasurers  and  Accountants 
11,258-71,  11,282,  11, 296(a); 

Haward,  11,304,  11,351-4,  11,376-9, 
11,524-6;  Keith,  11,366,  11,573; 
Whiteley  11,356-66,  11,411-7, 

11,466-78,  11,503,  11,507,  11,516-20. 

Claim  possibly  an  equitable  one 
(especially  where  areas  to  which 
funds  relate  coincide),  Pool, 

12,777  (b),  12,783-8,  12,827-30, 

12,837,  12,882-92,  12,897-904, 

12,913-20. 

Local  Commissioners,  see  Additional  and 
General  Commissioners. 


Local  Income  Tax  : 

Advocated,  and  scheme,  H.  Cox,  7341-51, 
7393-403 ; J.  Walker,  Lyon,  18,932, 

19,040-57,  19,058-9,  19,060 
Possibility  question,  H.  V.  N.  Hopkins 

4417-8 


London : 

Chamber  of  Commerce  : 

Evidence  on  behalf  of,  see  Martin, 

Sir  James,  Belfour,  E.,  and  Rein- 

ganum,  Percy  E 5803-6296 

Movement  against  Double  Income  Tax 
within  the  Empire  supported  by 
Sir  F.  Young  767,  783 

Corporation  : 

Criminal  justice  administration  : 

Expenditure  on  account  of,  and 
claim  to  relief  in  respect  of, 

Jenks  11,591-7,  11,633,  11,726-7 

Recourse  to  rates  not  necessary, 

Pool  12>812 

Evidence  on  behalf  of,  see  Jenks, 

Maurice  11,536-11,782 

Expenses  incurred  in  carrying  out 
certain  statutory  obligations,  set- 
ting-off of  against  profits,  or  admis- 
sion as  deductions : 

not  Agreed  with,  Pool 

12,777  (k),  (1),  12,814-7 
Claim  to,  Jenks  11,548,  11,601-2,  11,727 
Freemen’s  Orphan  School,  Brixton, 
expenditure  on,  and  claim  to  relief 
in  respect  of,  J enks  11,579—80, 

11,616-32,  11,726-7,  11,745-8,  11,759-66 
History  of  existing  agreement 
between  Board  of  Inland  Revenue 

and,  Jenks  11,551-64,  11,665-7 

Hospitality,  and  expenditure  on 

Jenks  11,687-90,  11,728-31,  11,777-81 

Income  Tax: 

Increased  charge  in  1918-19  com- 
pared with  1912  and  serious- 
ness of,  Jenks  11,547,  11,615- 

6,  11,671-5 

if  Relief  not  obtained  usefulness 
would  be  restricted,  Jenks 

11,634-50,  11,687,  11,739-42 
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ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


London — coni. 

Corporation — cont. 

Income  Tax — cont. 

Statement,  1916-17,  Jenks 

11,612,  11,666-7 

Income,  statistics,  1912  to  1918-19, 

Jenks  11,546-7,  11,548,  11,668-70,  11,714-9 
Magistracy,  powers,  expenditure  in 
connection  with,  and  claim  to  re- 
lief in  respect  of,  Jenks  11,581-90, 

11,632-3,  11,726-7 

Markets : 

Financial  particulars,  Jenks  11,556-54 
Receipts  and  payments,  1916-17, 

Jenks  11,564,  11,611 

Tolls  at  maximum,  Jenks  ...11,691-2 
Moneys  specially  hypothecated  for 
execution  of  charter  or  statutory 
duties  should  be  recognized  as 
proper  deductions,  Jenks  11,548- 
600,  11,683-4,  11,703-4,  11,723-7, 

11,749-76 

Open  spaces,  powers  re,  and  financial 
particulars,  expenditure  should 
be  exempt  from  tax,  Jenks 

11,565-75,  11,616,  11,743-4,  11,754 
Outgoings,  nature  of,  Jenks  ...11,544-5 

Pension  Funds  : 

Contributions  by  employees, 
claim  to  deduction  on  amount 
of,  Jenks  ...  11,604-10,  11,732-5 

Nature  of,  Jenks 11,732-3 

Position  of,  Jenks  11,539-43,  11,642, 

11,676-8;  Pool  12,818 

as  Public  Health  Authority,  expendi- 
ture met  largely  out  of  rates,  Pool  12,812 
Rates,  and  assessments,  Jenks 

11,653-5,  11,658-64,  11,696-702 
Relief  in  respect  of  contribution  to 

police,  Jenks  11,646-9 

as  Sanitary  Authority  for  the  Port  of 
London,  expenditure,  and  claim  to 
allowance,  Jenks  11,576-8,  11,616, 
11,651-2,  11,656-7,  11,679-82, 

11,707-22,  11,726-7 

Sinking  Fund : 

Investments,  claim  to  exemption 
of  income  from,  Jenks  11,548,  11,603 
Particulars  re,  and  claim  to 
relief  in  respect  of,  Jenks 
11,598-600,  11,685-6,  11,694-5, 

11,726-7,  11,771-6 

County  Council,  action  taken  in  order  to 
secure  exemption  of  underground  sewers 
from  rating,  Howard  11,31Q-1 

Society  for  Women’s  Service,  resolution 
in  favour  of  separate  taxation  of 
married  persons  ...  ...  ...  ...  2943 


LONDON,  E.  STANFORD,  C.B.E.,  Deputy 
Chief  Inspector  of  Taxes  12,376-12,769,  19,419-788 

Accounts  : 

Audit  12,407,  12,453,  12,519-28 

Certification  by  professional  account- 
ants   12,648-9 

Compulsory  ...  ...  ...  12,660-3 

Production  of  12,388,  12,406,  12,435-9, 

12,492-507,  12,595-8,  12,652-9,  12,754-68 
Additional  Commissioners  ...  ...  16,611-6 

Appeals  ...  ...  ...  ...  ...  12,518 

Bank  books,  production  ...  ...  12,461-7 

Bank  deposits  ...  12,454-60,  12,664—75 

Books  and  documents,  inspection 

12,388-94,  12,406,  12,529-34,  12,601-10 

Co-operative  Societies  : 

Dealings  with  non-members,  19,421, 

19,427,  19,457  (III),  19,462,  19,490- 

512,  19,576-84,  19,695-9 

Discounts  to  farmers 19,751-4 

Dividends,  19,428-9,  19,532-54, 

19,585-9,  19,599-607,  19,683 
Excess  Profits  Duty  19,710-3 


LONDON,  E.  STANFORD — cont. 

Co-operative  Societies — cont. 

Interest  on  loans  and  deposits  19,446-9 
Members  ...  19,716-23,  19,743-6,  p.  138-9 

Nature  of,  and  method  of  working 

19,420,  19,424-9 

Operations  19,470-3,  19,518-28 

Particulars  re,  and  position  re  ex- 
emption   19,419-787 

Profits,  surpluses  and  reserves, 

19,430,  19,452-61,  19,463-8,  19,475- 
6,  19,559-61,  19,563,  19,619-21, 

19,631-58,  19,668-9,  19,673-7, 

19,701-6,  19,716-387,  19,759-76 
Statistics  19,432 


Taxation  : 

under  Schedules  A and  B,  19,446, 

19,451,  19,458,  19,474,  19,730-1, 

19,755-8 

Yield 19,517,  19,529-31 


Writing  down  of  value 

etc.  

District  Commissioners 


of  buildings, 

19,726,  19,779-82 
12,617-9 


Evasion  : 

Causes  of  12,331-2 

Detection,  12,388,  12,585-91,  12,690- 

6,  12,700-1 

Discovery  12,473-80 

Extent  12,387,  12,408,  12,545-61,  12,676-86 

Forms  of 12,376 

Methods  12,383-6,  12,426-34,  12,698-9 

Penalties,  12,397-402,  12,404,  12,407, 
12,440-5,  12,468-70,  12,509-15, 

12,617-8,  12,620-6,  12,702-24 
Proceedings  ...  12,396,  12,403,  12,448-51 

Prosecution  12,508 

Remedies  12,406 

Restitution  ...  ...  ...  ...  12,405 

Voluntary  disclosure  ...  12,516-7 

Excess  Profits  Duty 12,389,  12,599-600 

False  claims  12,378 

Munitions  Levy  ...  ...  12,390,  12,592-3 

Returns,  general  obligation  to  make  12,435-7 

Stock-taking,  12,410-25,  12,488-9,  12,535- 

44,  12,566-84,  12,627-47 
Stock  certificates  ...  ...  ...  12,481-91 

Surcharges  12,397(2),  12,562-3 

Taxation  at  the  source  12,378 

Three  years’  average  system  12,425,  12,585-91 
small  Traders  12,650,  12,738-53 


London  Playing  Fields  Society  : 

Evidence  on  behalf  of,  see  Hall,  T. 

Hall  22,832-937 

Particulars  re,  and  grievances  re  taxa- 
tion, T.  H.  Hall  22,832-57 

Lord  Chancellor,  judgment  in  Attorney- 
General  v.  London  County  Council,  appeal, 
Institute  of  Municipal  Treasurers  and 

Accountants  11,289 

Loreburn,  Lord,  quoted,  Partridge 14,830 


Losses  : 

Accidental,  not  covered  by  insurance  as 
charge  against  profits  advocated, 

Martin  5817,  5948-9 

Carrying  forward  of  : 

see  also  under  Preceding  year  under 
Assessment. 

and  Deduction  from  future  profits 
before  assessment,  should  be 
allowed,  Campbell,  Staines  ...  ...  23,808 

Deductions  for,  provisions  of  Customs  and 
Inland  Revenue  Act,  1890,  criticism 
and  comparison  with  American  system, 

G.  M.  E.  Jones  ...  5218,  5443-58 

Reliefs,  provisions  re,  Harrison  ...  15,181 

LOUIS,  HENRY,  M.A.,  D.Sc.  (Hon. 
Dunelm),  Assoc.  R.S.M.,  M.Inst.C.E., 

F.I.C.,  F.G.S.,  M.M.S.,  etc.,  on  behalf  of 
the  British  Lead  and  Zinc  Mine  Owners' 
Association  and  the  West  Coast  Hematite 
Iron  Ore  Proprietors’  Association  8637- 

8784,  p.  124-5 
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LOUIS,  HENRY—  cont. 

Metalliferous  Mines : 

Hardships  of  present  taxation 
system,  and  proposed  scheme 

8638-769,  p.  124-5 

Profits  8653-5,8783-4 

Mineral  royalties,  taxation 8638,  8770-82 

LOW,  GEORGE  M.,  on  behalf  of  the  Asso- 
ciated Scottish  Life  Offices  16,560-87,  16,945-7071 
Life  Annuities  taxation  16,580-7, 

16,953-4,  16,978-80,  16,985-9,  17,040-1 


Like  Assurance: 

Mutual  16,565-6,  17,018 

Nature  of  business  ...  ...  •••  16,564 

Taxation : 

Burden  16,560,  16,997-7002 

Differential  rate  advocated 
16,562,  16,569,  16,570-9,  16,981- 

4,  17,035-9,  17061-3 
on  Interest  less  expenses  16,569, 

16,950,  16,951-2,  16,990-7034, 

17,064-6 

on  Profits  or  interest,  option  of 

16,561,  16,569,  16,579 

Proprietary  •••  ' 

Reversionary  interest  ...17,023-34,  17,042-60 


MACK  IE,  JOHN — cont. 

Assessment,  collection  and  repayment  at 

Collector’s  Office  ...  ...  24,793  (9),  24,804 

Bank  accounts,  inspection  24,793,  (10),  24,905-6 
Capital  or  casual  profits 

24,793  (15),  24,805,  24,863-77 
Differentiation  abolition 

24,793  (5),  24,802-3,  24,856-60 
Direct  assessment  scheme 

24,793  (1)  (11),  24,794-8,  24,807-55,  24,914-9 
Employers,  banks,  &c.,  return  of  pay- 
ments ...  ...  •••  •••  24,793  (8) 

Evasion  24,829-40 

Forms  24,912,  p.  162,  p.  167-8 

Inspection  of  books  ...  ...  24,793  (10) 

Life  Assurance  premium  allowance,  dis- 
continuance ...  24,793  (4),  24,801,  24,878-83 

Schedules,  abolition  ...  24,793  (2),  24,799 

Super-tax  24,793  (14) 

McLEOD,  Sir  CHARLES  CAMPBELL, 
Chairman  of  the  Imperial  Commercial  Asso- 
ciation and  of  the  East  India  Section, 

London  Chamber  of  Commerce  ...  1864-2008 

Double  Income  Tax,  working  of,  as  re- 
gards India,  injury  to  trade,  etc.,  and 
proposed  alterations  ...  ...  1864—2008 


. 55  (8) 
• 61  (4) 
. 71  (7) 


Lowe,  Robert : 

Opposition  to  differentiation,  1861,  Board 

of  Inland  Iievenue  P- 

on  Taxation  at  the  source,  1861,  Board 

of  Inland  Revenue  P- 

on  Terminable  annuities,  1861,  Board  of 

Inland  Revenue  P- 

LUCAS,  S.  B.,  B.A.,  on  behalf  of  the 
Incorporated  Association  of  Assistant 

Masters  in  Secondary  Schools  ...  n>iai  ^ 
Assistant  Secondary  Teachers  : 

Claim  to  certain  special  allowances 
11,182-4,  11,187,  11,189-95,  11,201-^ 

Salaries  and  incomes , 

Children  allowances 11,185,  11,414 

Dependants'  allowance  n' 200 

Quarterly  payment U'187' 

Wife  allowance  ...  77f(_q2 

Luxury  and  extravagance,  Money  • ••  > 

LOYA,  THOMAS,  LL.B.  ...  . .5464-5728 

American  packing  firms  with  commission 
agents  in  England,  position  of,  method 
of  business,  etc.,  and  objection  to  per- 
centage of  purchases  treated  as  proht^^ 

LYON,  HUGH,  on  behalf  of  the  Parlia- 
mentary  Committee  of  the  Scottish  Trades 
Union  Congress  (joint  evidence),  see  Walker, 
Councillor  James,  and  Lyon,  Hugh 

MACE,  F.  L.,  Assistant  Chief  ^Inspector  ^ of  ^ 

1 Non-residents  trading  in  United  Kingdom 
through  resident  agents,  position  re  tax- 
ation and  reply  to  iaM0 

pioposals  •••  _ • -i m- | 

Travellers,  taxation  question  19,041, 

10  338,  10,345-52,  10,363,  10.488-M’ 

10,423-6,  10,430-5,  10,451-69,  10’47J-6;0480_2 

MACINTOSH,  ROBERT,  on  behalf  of  the 
Co-operative  Union  of  Great  Britain  and 
Ireland  (joint  evidence)  see  Cooper,  Newman 
Hall;  Goodwin,  Thomas;  and  Macintosh,^  ^ 

Ti r Don  "R  M P on  Double 

McKenna,  Rt.  Hon.  B.,  ivi.ir.,  - 

Income  Tax,  1916,  Board  o/  Inland  ^ 

Revenue  •••  •••  1 ' 

MACKIE,  JOHN,  Fellow  of  the  Institute  of 
Chartered  Accountants  in  Ireland 

24,793-922,  p.  163-8,  p.  172-4 

Assessments  : 

on  Basis  of  preceding  year  n(i  oo,  nn, 

24,793  (3),  24,800,  24,885-903 

Notice  of P ■ 

One  only  on  each  individual  ...  20, /yo  fy; 


MACNAGHTEN,  STEUART,  on  behalf  of  the 
Gresham  Life  Assurance  Society,  Ltd.,  the 
Standard  Life  Assurance  Co.,  the  Norwich 
Union  Mutual  Life  Insurance  Society  and 
the  Star  Assurance  Society,  16,588-93, 

17,072-89 

Life  Assurance  offices,  exemption  of 

foreign  fund  from  taxation  16,588-93,  17,073-80 


Macnaghten,  Lord  : 

Judgments,  Institute  of  Municipal  Treas- 

urers  and  Accountants,  11,291,  Cooper  18,550 
on  Nature  of  Income  Tax,  Steel,  20,529; 

T.  H.  Rail,  22,932;  B.  Cox  ...  26,746-51 

Madden,  Mr.  Justice,  quoted  ...  ...  •••  14,927 

Maidenhead  Women’s  Service  Society,  resolu- 
tion in  favour  of  separate  taxation  of 

married  persons 2943 

Making  of  Assessments,  see  Assessment. 

Mallet,  Bernard,  on  differentiation,  1906  p.  55  (11) 
Manchester,  Salford  and  Counties  Property 
Owners’  Association,  evidence  on  behalf  of, 
see  Churchman,  Ernest  J 20,703-95 


Manchester  and  Salford  Playing  Fields  Society : 

Evidence  on  behalf  of,  see  Olift,  0.  E.  22,859-937 
Particulars  re,  and  grievances  re  tax- 

alien,  Clift  22,859-65 

Manorial  dues,  royalties  and  profits,  assess- 
ment basis  and  proposal,  Harrison 

15,137,  15,138,  15.569-73 

Manual  workers,  see  Wage-Earners. 


Marriage  Allowance  : 

Proposal,  Spry,  2697-8 ; B.  V . N.  Hoptins  4073 
Two-thirds  of  exemption  limit  proposed, 
Parsons  


Married  Persons : 

Assessment  : . 

Amount  of  tax  and  graduation,  the 
main  question,  Spry,  2659,  2675, 

2705,  2715,  2794-5 

where  Business  run  jointly  by  man 
and  wife,  position,  and  interpreta- 
tion of  Section  under  consideration, 
n ...2782— yo 

Spry  "• 

so  that  Combined  abatement  or 
exemption  shall  be  twice  as  much 
for  married  couple  as  for  in- 

dividual,  proposal,  Phillips  3498,  3517-9 
if  Compromise  desired,  women  should 

be  consulted,  Gordon  ...  1464,  1467 

Concessions,  1894,  1897,  Board  of  In- 
land  Revenue P-  58  (3) 
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Married  Persons—  cont. 

Assessment — cont. 

Continuance  of  system  advocated, 

B.  IV.  Carter  ...  3139,  3196-9,  3435-6 

Exemption  limit  too  small  in  propor- 
tion to  limit  for  individual,  Spry 

2694-6,  2715,  2744,  2751-4 
in  Foreign  countries  and  Dominions, 

Board  of  Inland  Revenue p.  106 

Historical  Note,  Board  of  Inland 
Revenue  p.  53.9 

Claim  by  married  women  for  repayment, 
notice  of  intention,  objection  to,  Purdie 

6730-1,  6873 

Income  Tax  as  incentive  to  marriage, 

SPry  2663,  2673  ( b ),  2706 

Joint  Taxation: 

Agitation  against,  misconceived,  and 
aggregation  not  unduly  oppressive, 

Bar  sons  1561,  1575,  1862 

Alteration,  no  reason  seen,  Nelson  19,81 1 
Complaints  of,  as  sex  distinction  and 
putting  married  women  in  inferior 
position,  Purdie  6721-47,  6846-9,  6858-67 
if  Continued,  should  apply  to  all  cases 
where  persons  having  separate 
incomes  live  together,  Budd  ...  23,885 
Division  by  two  and  charge  as  if 
separate  incomes,  opinion  re,  and 

example  ef  working,  Spry 2680-5 

Examples  of  working,  Gordon  1239-41 

Financial  position  of  wife  revealed  to 

partner,  Currie  7971-6 

Grievance  not  believed  to  be  wide- 
spread, Stamp  9842-3 

Hardship  and  injustice,  Gordon, 

1427-30;  Hughes,  4544;  Purcell, 

5150;  IF.  Allen  14,033 

Hardship  would  be  met  to  certain 
extent  by  larger  wife  allowance, 

Hubback  2963-4 

where  Income  earned  by  one  only, 
under  £500,  tax  greater  than  when 

jointly  earned,  Gordon  1240 

Inconsistent  with  intentions  of 
Married  Women’s  Property  Act, 

Gordon,  1242  (8),  1257,  1450-1; 

Spry,  2884-7;  Hubback,  2939,  2947, 

2960-2;  Purcell,  5150;  Purdie, 

6728  ; Budd  23,888 

Inconsistence  of  provisions  in  con- 
nection with,  Purdie 6725-33 

Justification,  Spry  2678-9,  2689,  2762-6 
Loss  of  identity,  Hubback,  2939,  2947, 

2950-6;  Phillips  ...  ...  ...  3521 

Material  loss  for  man  and  woman, 

Hubback  ...  ...  2939,2947,2967 

Objection,  public  opinion,  Budd  24,132-3 
Refund  on  wife’s  share  should  be  sent 
to  her  direct,  Currie  ...  ...  7724 

Relief  in  expenditure  from  living 
together,  not  a right  basis,  Gordon 

1307-12,  1465 

fc>ecrecv  as  to  assessment  should  be 

mutual,  Currie  768C,  7724 

status  of  women  in  relation  to  men 

not  involved,  Spry  2661,  2673  (a) 

for  Super-tax,  not  objected  to, 

Phillips  3498,  3534-5 

as  Tax  upon  marriage : 

and  Encouragement  of  illegal 
union,  Gordon,  1239,  1242  (8) 

1257,  1273-5,  1292,  1316-21,’ 

. 1390-1,  1437-40 

Denial,  Spry 2662,  2719-20 

Persons  living  permanently  to- 
gether unmarried  should  theo- 
retically be  jointly  assessed, 

Spry,  2665,  2721;  Stamp, 

,,  9584,  9680-2,  9844 

J ersons  living  together  un- 
married as  result,  considered 
possible  but  not  probable,  and 
no  cases  known,  Hubback  ...  2971—3 


Married  Persons— cont. 

Joint  Taxation — cont. 

Wife  allowance  in  majority  of  cases 
outweighs  increased  charge,  Spry 

2662,  2706-7,  2771,  2801 
increased  Wife  allowance  would  partly 

meet  objection  to,  Phillips 3536-7 

when  a Woman  business  partner  with 
husband,  question  of,  R.  N.  Carter  3437-44 
Married  taxpayers,  statistics,  and  number 
of  cases  in  which  wife  has  no  income, 

Spry  ...  ’2767-70 

JN  on-payment  of  tax  in  case  of  woman  in 
business  and  papers  being  sent  to  hus- 
band, Purdie,  6748-86,  6797-801,  6817- 
n , , , . 31,  6839-43 

Rebate  due  on  wife’s  income,  payment  to 
husband  protested  against,  Hubback 
2941,  2947,  2952-5;  Webb,  6796,  6863, 

» - „ 6867,  6876 

Recovery  of  Super-tax  from  wife,  power 
to  Special  Commissioners  proposed, 

Howe,  ^ 13,823;  Harrison,  26,850* 
26,866-76;  Board  of  Inland  Revenue,  pp.  190-1 
Separate  abatement  advocated,  Martin 

5821,  5854,  5928-30,  5941-7 
Separate  assessments  and  abatements  on 
all  earned  incomes  up  to  joint  total  of 
£1,000  advocated,  Crook,  5730  (c),  5746-52 
Separate  Assessment  : 

Difficulties  in  practice,  Phillips  ...  3522-7 
as  Matter  of  course  : 

Advocated,  and  would  go  long 
way  to  remove  grievance, 

Hubback  2988-97 

Number  of  cases  in  which  hus- 
band would  make,  for  wife, 
question  of,  Hubback  ...’  3015-6 

Notice  of  desire  for,  time  limit 
and  possibility  of  extension,  Spi-y  2658 
1 osition  of  income  derived  from  mar- 
riage settlement,  Spry  ...  ...  2813—5 

Power  of,  desired,  Howe  ...  ...  13  823 

Provision  not  widely  known,  and 
more  advertisement  of  possibility 
desirable,  Hubback,  2957,  2969-70; 

PMiips  ...  3498,  3528-9*  3531-6 

Right  of,  under  Finance  Act,  1914 
Spry,  2657-8,  2702-4,  2718,  2772-80, 

. - , „ 2860,’  2912-9 

present  System,  Harrison  ...  26,855-65 

Valuelessness  of  clauses  re,  Purdie,  6728-9 
Separate  Taxation: 

in  Accordance  with  principle  of  tax- 
ing individual,  W.  Allen 
* j . , 14,033,  14,074-6,  14,095-8 

Advocated  on  grounds  of  morality 
and  equity,  Gordon,  1242  (8) 

1257,  1272-301,  1335-40  1379’ 

Innfll4’  i441-53’  1464  J Hubback, 

3003-14;  Purdie,  6768-96;  G R 

Garter ...  ' ...‘  20  142 

not  Advocated,  Martin  5354 

Anomalies  as  result  and  question 
should  be  very  carefully  investi- 
gated,  Spry  2666-74,  2707,  2727-31 

Apportionment  of  gain  between 
various  classes  of  taxpayers,  Spry 

-d  • , 2672>  2715,  2802 

where  Business  kept  jointly,  proposal, 

Gordon  1408-12,1419-25 

Children  allowances  should  be  on 
joint  income,  Gordon  ...  1415-8 

Claim  supported  at  any  rate  up  to 
certain  point,  with  adequate  safe- 
guards against  evasion,  Currie 

n a ■ , 7680,  7804-14 

Confining  of,  to  earned  income,  not 

sufficient,  Gordon  1464-7 

estimated  Cost,  Currie  ...  7688,  7737,  7805 

Desirability  should  be  considered, 

Rayner  ...  8842)  885g_64 

Division  of  income  in  order  to  reduce 
amount  of  tax  payable  : 
not  Anticipated,  Purdie  ...  ...  6850-1 

Prevention  by  legislation,  sugges- 
tion (Eerly),  2734-43;  W.  Allen  14,033 


Index. 


297 


Married  Persons— coni. 

Separate  Taxation — cont. 

Division  of  income  in  order  to  reduce 
amount  of  tax  payable — cont. 

might  Result,  Spry,  2668-9,  2681, 

2707-8,  2729-31,  2894-9;  B.  N. 

Carter,  3139;  W.  Cash,  8353, 

8561-6;  Harrison  ...  14,573-8 

Risk  not  considered  great,  Gordon 

1364-7 

Safeguard  necessary,  Currie,  7680, 

7813;  W.  Allen, 14,033 

in  Dominions,  Board  of  Inland 

Bevenue  P-  186 

Earned  income  of  wife  irrespective  of 
amount,  should  be  separately 

assessed,  Parsons  1575-8 

Employment  of  woman  by  husband, 
question  of  alteration  of  existing 

section,  Spry 2907-11 

Enlightenment  of  women  and  interest 
and  influence  on  statecraft  would 
be  assisted,  Gordon  ...  1397-402,  1443-9 

Estimate  of  immediate  loss  of  Income 
Tax  and  Super-tax  which  would 
result,  Spry,  2671-72,  2673  (c), 

2708-9  2745,  2816-20,  2842-3, 

2854,  2860-70,  2889-93 
Examples  showing  results  compared 

with  present  system,  Gordon  ...  1241 

Extension  not  justified,  W.  Cash 

8291,  8352-3,  8561 

Extra  work  would  be  involved  and 

less  revenue,  Collins  ...  •••  399-403 

Feeling  in  favour  of,  all  over 

country,  Hubback  ...  2940,  2943-4,  2947-8 
Income  earned  by  wife : 

Extension  of  limit  of  joint  income 
to  £1,000,  proposed,  B.  V.  N. 

Hopkins  ...  •••  •••  •••  4393 

without  Joint  income  limit,  little 
loss  of  revenue  would  result, 
but  doubt  as  to  need,  B.  V.  N. 

Hopkins 4394-6 

when  joint  Income  under  £500: 

Spry 2691,  2781,  2849-50 

Limit  might  be  extended,  Spry 

2692,  2786,  2851-3,  2861-3,  2901-6 
Proviso  re  non-employment  of 
wife  by  husband,  anomaly  of, 

Gordon  ...  1242  (8),  1257,  1276-7  . 

Loss  of  Estate  Duty  would  result 

gpry  2669,  2755-61 

estimated  Loss  to  Revenue  on  £800, 

Spry  •••  2706 

Marriage  settlement,  question  ot, 

Gordon  1380"7 

of  Married  woman  acting  as  sole 
trader,  &c.  (Income  Tax  Act,  1918), 
criticism  of  clause  and  proviso  as 
contradictory,  Pur  die  6726-7,  6806-30 

Non-payment  by  woman,  proposed 

procedure,  Currie  0 

Position  of  wife  as  regards  Estate 

Duty,  W.  Allen  14,062-3 

. Power  to  Special  Commissioners  to 

call  for  separate  return  for  Super- 
tax purposes  from  wife  proposed, 

Howe,  13,823;  Harrison,  26,850; 

Board  of  Inland  Bevenue  ...  P-  192-3 
Preference  to  union  of  income  with 

income  would  result,  Parsons  ...  1561 

Principle  more  important  than  wife 

allowance,  W.  Allen  14,059,  14,079-89 

not  Reconcilable  with  principle  of 
ability  to  pay,  Stamp  • ••• 

Relief  would  be  mostly  to  those  well 

off,  B.  N.  Carter  •••  5159 

Resolutions  in  favour  of,  EnUach^  ^ 0 

Source  of  revenue  to  make  up  loss 

from,  question  of,  Gordon  ^278~83’  -^435  5 

£2  000  limit  proposal  and  estimated 
loss  to  Revenue  from,  W.  AUen 

14,033,  14,055-65 


Married  Persons— cont. 

Separate  Taxation — cont. 

Unearned  income  relief  in  proportion 
to  respective  unearned  incomes  pro- 
posal, Board  of  Inlcmd  Bevenue  ...  p.  210 
U.S.A.,  Board  of  Inland  Bevenue  ...  p.  106 
Wife  allowance,  question  in  connection 
with,  Gordon,  1241,  1347-55;  Spry, 

2664,  2673  (b),  2771,  2888;  B.  W. 

Carter,  3159;  W.  Allen  ...  14-220-1 

separate  Scale  of  graduation,  objection  to 

proposal,  Spry  279b"' 

no  Statistics  of  number  of  assessments 

including,  Collins  ...  ...  •••  11 

System,  B.  V.  N.  Hopkins  ...  P-  1U  11 

Wife  has  no  power  to  compel  disclosure 

of  amount  of  husband’s  income,  Purdie  b/3<s 
Woman  as  “ Incapacitated  Person,”  pro- 
test against  Section  237  of  Income  Tax 
Act,  1918,  Purdie 6721-5,  6735  7 


MARTIN,  Sir  JAMES,  on  behalf  of  the 

London  Chamber  of  Commerce  5803-26,  5846-6285 

Abatements,  adjustment  to  cost  of  *iving 

5826,  5859-61,  5935-40 

Accidental  losses  not  covered  by  insurance 

Allowances  ...  5817,5948-64,  6055-67  6105-8 

Appeal,  notice  of  ’ 

Compulsory  returns  ...  ••• 

Co-operative  Societies  5824, 

Death  Duties  - — 609M 

Depreciation 

Double  Income  Tax  5806-7,  5846-7,  5863-7,  5871-fl 

Employments,  one  schedule  for  0019 

Evasion  and  prevention  measures 

5812-5,  5847-50,  5922-3,  5988-93, 

6011-35,  6114-6,  6139-46 
_ . ...  5825 

Forms 

“ Free  of  tax  ” directors’  fees 

5823,  5856,  6080-2,  6100,  6101,  6102 
Life  Assurance,  single  premium  6g62_? 

Married  persons,  assessment  of  ^5821,  ^ 
Non-Residents  : 

Agents  or  representatives  in  United 
Kingdom,  position  of,  and  hardship 

5809-10,  5847,  5888-921 
Dividends  of  British  companies 

5808,  5847,  5881-7,  6134-6 

Patents,  depreciation  5817’ 

Rate  of  tax,  effect  on  trade  ...  ...6Ub3  9b 

Rents,  rates,  etc.,  of  business  Premls^818)  5852 

Securities  *820,  5950-1,  6068-78 

Three  years  average  •••  5Q  267 

Trade  Associations,  subscriptions  ...  5817,  59 ,*>< 
U.S.A.  Revenue  Law,  1919  

MABTINEAU,  PHILIP  HUBERT,  Member 

of  the  Council  of  the  Law  Society  ...  24,172-329 

Tenants  for  life  of  settled  estates,  hard- 
ship in  connection  with  assessment  ot 
Super-tax,  and  annual  Life  Insurance 
premiums  should  be  allowed  as  aed““‘172_320 
tion  ...  •••  •••  •••  ’ 

MATTHEWS,  J.  M. ; RAWES,  G.  J-i  and 

KELLY,  E.  J.;  on  behalf  of  the  Association 
of  Tax  Clerks  (joint  evidence)  ...  “.“I 

Additional  Commissioners 22,597-605 

•fPPeals  22,556,22,582,22,616 

B“  Inland'  Revenue  22,576-7,  22,586-97 

General  Commissioners  22,605-15 

. , • ’ 22,559,  22,619 

Repayment  claims  ...  > ^ 564_5 

Schedule  A ...  •••  — ".'22,558,22,619 

Super-tax  ^ 555-6,  22,582,  22,605-15 

Surveyors  •••  ’ 
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MATTHEWS,  J.  M.,  HAWES,  G.  J.,  and  KELLY, 
E.  J. — cont. 

Tax  Clerks : 

Duties  22,561-7 

Recruitment  and  promotion  22,551, 

22,569-70,  22,583-5 
Women  22,553,  22,571-4 

Middle  Classes  Union : 

Evidence  on  behalf  of,  see  Allen  W. 

14,032-222 

Membership,  and  classes  represented  by 
and  extent  to  which  evidence  repre- 
sentative, IF.  Allen  14,044,  14,047, 
14,077-8,  14,099,  14,139-49,  14,172-4,  14,180-9 

Object  of,  &c.,  W.  Allen  14,040-6 

Middlesbrough  Women’s  Service  Society, 
resolution  in  favour  of  separate  taxation 
of  married  persons  2943 

Mill,  John  Stuart. 

on  Differentiation,  1851-2  and  1861, 

Board  of  Inland  Revenue  ...  p.  55  (5)  (8) 
Evidence  before  Select  Committee  of  1851, 

R.  V.  N.  Hopkins  p.  1 (8) 

Opposition  to  graduated  tax,  1861,  Board 

of  Inland  Revenue p.  51  (6) 

on  Terminable  annuities,  1861,  Board  of 
Inland  Revenue  p.  71  (6) 

Minerals : 

Abroad : 

Bee  also  Nitrate  Deposits. 

Acquisition  methods,  Hook  ...  9899-901 

Capital  outlay,  allowance  : 

Consumers  might  benefit,  R.  B. 

Hopkins  13,155-8 

Importance  of,  to  British  manu- 
facturers, R.  B.  Hopkins 

13,073-7,  13,150-8 

Deduction  for  amortisation  before 
profits  assessed,  claim  to,  Gibbs 

3026-31,  3055-86,  3103-30 
Depreciation  funds,  taxation  on,  and 

criticism,  Gibbs  3032-8,  3069 

Inherent  value,  burden  of  non-allow- 
ance for,  as  handicap  to  British 
trade  should  be  considered,  and 
allowance  probably  justifiable,  Hook 

9894-8,  9955,  9987,  10,042-3 
Profits  of  foreign  landowners,  exemp- 
tion from  British  tax,  alternative 

methods,  Hook  990i 

Purchase  of,  Income  Tax  would  be 
considered  in  price,  R.  B.  Hopkins 

13,150-3 

Wasting  assets  allowance : 

Argument  in  favour  of,  Hook  ...  9964-6 
General  average  sinking  fund 
allowance,  proposal,  Stamp  ...  9590 

Allowance  for  cost  of  coal  in  the  ground 

not  advocated,  Hook  10  061 

Assessed  value  of  minerals  in  the  ground 
for  computing  annual  profits  would  not 

vary,  after  once  fixed,  Lealce  3782-4 

Basis  for  annual  charge  to  revenue  for 
depreciation,  suggestions,  Leake,  3626-31,  3692 
Capital  outlay,  allowance  advocated, 

R.  B.  Hopkins  13,044-5 

Inherent  value,  assets,  allowance  for, 
arguments  for  and  against,  Hook 

9883-92,  9950-4 

Purchase  price,  Income  Tax  and  wasting 
assots  taken  into  account  as  factor, 

Stamp,  9592,  9748;  Hook  ...  9890,  9955-63 
Rents,  royalties  and  wayleaves,  taxation 
at  the  source  ...  ...  p.  62  (5) 

Royalties  : 

Paid  on  overseas  mint.-ais  to  persons 
non-resident  in  the  United  King- 
dom, deduction  advocated,  Leake  16,277 
Taxation  method  and  injury  to 
mineral  industry,  Louis  8638,  8770-82 
Taxation  system,  criticism,  R.  N.  Carter, 

3571-90,’  3675-7 


Minerals—  cont. 

Unfairness  of  present  incidence  of  Income 
Tax  in  connection  with  exhaustion  of, 
in  the  United  Alkali  Co.’s  Spanish 

Mines,  Muspratt 131 

Wasting  Assets  : 

Allowance  should  not  exceed  ori- 
ginal purchase  price.  Hook  ...  9902 

Corpus  in  British  mines,  allowance 
not  advocated,  Stamp  ...  9589,  9687 

Foreign  and  Colonial  systems,  Hook  9938 
Points  to  be  considered,  Hook  ...  9908 

Practical  difficulties,  Hook  9918-25 

Shifting  back  of  tax  on  profits,  Stamp  9592 
Minerals  or  Mineral  Rights,  allowance  for  ex- 
penses of  management  and  supervision, 

Some  22,629 

Miners : 

Earnings,  F.  Hall  19,087-8 

Household  coal  supply,  Barker  19,157-68, 

19,213-8;  F.  Hall 19,319-20 

Opposition  to  exemption  limit  of  £130 
and  claim  td  £250;  Edwards,  2328-42, 
2355-61,  2371-82,  2387-8,  2442-6,  2505, 

2520-2,  2527-81,  2530-4,  2547-53, 

2556-75,  2594,  2605-6 
Position  of,  compared  to  that  of  other 

workers,  Barker  19,235-42 

Restriction  of  output  to  avoid  payment  of 
Income  Tax,  Edwards  ...  ...  2343-5,  2500-4 

Special  deductions  allowed  to,  Edwards 

2348-9,  2365,  2568-9 

Wages  and  increase  compared  with  cost  of 
living,  Edwards  . . . 2422,  2489-94,  2530-2 

War  bonus,  tax  payable  on,  Edwards  ...  2350-4 
Miners’  Federation  of  Great  Britain,  evidence 
on  behalf  of,  see  Barker,  George,  and  Hall, 

Frank  19,075-336 

Mines  : 

Abroad,  need  for  wasting  assets  allow- 
ance, Nelson  ...  ...  ...  ...  19  813 

Assessment  : 

on  Average  system  and  preceding 

year,  Harrison 15,562-8 

on  Five  years’  average  or  preceding 
year,  advantages  and  disadvantages, 

Williams  6528-34 

Boring  expenditure,  position  re  allowance 

for,  Hook  9972-9 

Cost  of  securing  lease  and  putting  down 
preliminary  boreholes  should  be  allowed, 

Lou™  8680-1 

Deduction  should  be  allowed  for  fund  set 
aside  for  contingencies  at  expiration  of 

lease,  Williams  6485  6498-9 

Deduction  for  expired  capital  outlay, 
claim  to,  and  scheme,  Leake,  3639-43 
3693,  3826-52,  3925-8,  16,258-97,  16,305- 

17,  16,340-433;  Williams 6484,  6524-7 

Development  : 

Allowance  for : 

Proposal,  Norton,  7696;  Louis, 

8640;  Rintoul,  25,402;  Dawkins 

(statement)  >}>  132 

South  African  system,  Louis  ...  8640 

Allowed  as  deduction,  but  practice 

not  satisfactory,  Leake  16,301 

Professor  Louis’  evidence  agreed 

with,  Leake  16  435_6 

Varying  methods  of  treatment, 

Dawkins  (statement)  p.  132 

Houses  erected  for  miners,  depreciation 

allowance  approved,  Stamp  9752-3 

Metalliferous  : 

Estimation  of  life  of,  Louis  ...  ...  8666 

Hindrance  to  industry  by  taxation 

methods,  Louis 8637-40,  8651-9 

Profit,  Louis  8653-5,  8783-4 

Rents  and  Royalties,  taxation  on,  should 
be  kept  separate  from  assessment  of 
profits,  and  accounted  for  year  by 
year,  Williams  6487,  6534-6 
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Mines — coni 
Sale  : 

Allowance  to  buyers,  question  of, 

Leake  3913-9 

Purchasers  might  now  take  Income 
Tax  into  account  owing  to  high 
rate,  Leake  ...  ...  ...  3764-8 

Shaft  Sinking,  &o.  : 

Allowances : 

Advocated,  Norton  ...  ...  7696 

would  be  Approved,  Hook 

9980-6,  10,057-60 
Basis  for  annual  charge  to 
revenue  for  depreciation, 
suggestions,  Leake  3626,  3632,  3908-1 L 
Effect  as  regards  coal  owners 
having  already  sunk  shafts, 

Kook  10,037-41 

Proposal,  Leake  16,298 

Tax  on : 

Result  and  incidence,  Stamp, 

9599;  Kook  ...  9903-8, 

9967-71,  10,031,  10,035 
Results  and  allowance  not  ad- 
vocated, Stamp, 

9599,  9719-20,  9744-51 
Transfer  to  Schedule  D.  proposal, 

Harrison  15,146-7 

Wasting  Assets  : 

Abroad  or  in  England,  no  distinction 

as  regards,  Leake  3747-9 

Allowances : 

Advocated,  Norton  ...  7696,8050-2 
Claim  to,  and  proposed  method, 
Williams,  6484,  6494-6,  6500- 

11,  6515-23,  6547-72,  6577-600 
for  Cost  of  mine : 

on  Original  price  advocated, 
disregarding  subsequent  in- 
flations, Stamp,  9590, 


9689-92,  9714-5 
Theoretical  case  for,  but 
not  a strong  practical  one, 


Stamp 

9608 

in  Foreign  and  Colonial  Bystems, 

Hook  

9938 

Methods : 

Allowance  based  on  quantity 

extracted,  Hook  

Equal  annual  instalments  of 

9936 

original  cost,  modified  form 
might  bo  possible,  Hook  ... 

9934 

Percentage  on  original  cost 

advocated,  Quin 

24,332 

Sinking  fund,  Hook  ... 

9937 

Opinion  of  proposal, 

Stamp  9755-7,  9784-7,  9855-6 
Scheme,  Louis,  8639, 

8670-91,  8698-703,  8741-63 

Cases  in  Courts p.  63  (4) 

Inherently,  list  of  and  claim  to  de- 
duction, Leake  16,259-61 

Tax,  incidence  of.  Hook  ...  10,029-35 

Worked  by  colliery  company,  allowance 
for  royalty  representing  expired  capital 

outlay,  Leake  3733-45 

Worked  by  owner  of  minerals  not  involv- 
ing capital  outlay,  deduction  for 
capital  advocated,  Leake,  3721-32, 

3738-45,  3769-81,  3899-900 
Mining  Association  of  Great  Britain,  evidence 
on  behalf  of,  see  Williams,  Evan  ...  6483-600 

Minors : 

see  also  under  Settlements. 

Direct  liability  to  Income  Tax  and  Super- 
tax advocated,  Dawson  17,198,  17,230-8, 

17,285-6 

Miscellaneous  Sundry  Receipts,  see  Easter 
Offerings  under  Clergy  and  Overtime  Payments. 

MITCHELL,  JOHN  C.,  F.C.I.S.,  Treasurer 
of  the  Underground  Electric  Railways  Com- 
pany of  London,  &c.,  on  behalf  of  the 
Conference  of  Superannuation  Funds...  4465-4538 


MITCHELL,  JOHN  C — coni. 

Conference  of  Superannuation  Funds, 

4465,  4467-8,  4488,  4491 
Provident  and  Thrift  Funds  ...  4484-7,  4492 
Superannuation  or  Pension  Funds  : 

Employers’  and  employees’  contribu- 
tions, deduction  from  assessment, 

4471-3,  4483,  4491,  4492,  4505,  4511-8 
Pensions,  taxation,  4473-4,  4495-9, 

4506,  4525-9,  4490 

Taxation,  proposed  standard  arrange- 
ments   4474,  4489,  4507 

Working  of,  &c.,  and  claims  to 

exemption  from  taxation  ...  4466-557 

MONEY,  Sir  LEO  CHIOZZA  ...  10,528-11,180 

Allowances  ...  ...  ...  ...  10,903-3 

Assessment  : 

Average  system,  10,531,  10,547, 

11,153-9,  10,839-56,  10,998-1006,  11,078-85 
on  Preceding  year  10,547,  10,659-64, 

10,855-61,  11,153-64 
Bachelors’  tax  10,617-20,  10,704-6,  10,902 

Books,  examination  of  10,653,  11,028-30 

Capital  levy  10,539-40,  10,601,  10,621-7, 

10,909-32,  10,982-96 

Death  Duties 10,597-8,  10,769-86 

Differentiation  scheme,  1906  ...  p.  55  (13) 

Dividend  warrants,  official  forms,  10,548, 

10,675-83,  10,686-7 

“ Equality  of  sacrifice  ” 10,537,  10,592, 

10,612-6,  10,712-21,  10,938-66 
Evasion,  10,530,  10,536,  10,646-58,  10,684-5 
10,698-701,  10,722-35,  10,787-838, 

10,863-901,  10,967-70,  11,095-133 
Excess  Profits  Duty  : 

Evasion,  10,536,  10,698-70,  10,863-901, 

10,967-70,  11,095-116 

and  Prices  10,588 

Reduction  10,533,  10,582-7,  10,688-95 

Exemption  limit,  10,536-7,  10,560-9,  10,592, 

10,612-6,  10,712-21,  10,906-8,  10,974-80 
Graduation  scheme,  1906  ...  ...  p.  52  (14) 

Graduation,  10,542-6,  10,550-1,  10,628-37, 

10,704-11,  11,032-6 

Income  Tax  : 

Virtual  tax  expressed  as  a flat  rate 

10,532,  10,563-9,  11,018-22,  11,138-47 

as  “War  reserve  ” 10,534-5 

Luxury  and  extravagance  10,776-82, 

11,024-7,  11,043-4 

National  income,  estimates  and  distribu- 
tion, 10,529-30,  10,553-8,  10,597-69, 

10,726-65,  11,077-137 

Non-distribution  of  profits  ...  10,548, 

10,646-8,  10,675-87,  10,787-838,  11,007- 

12,  11,037-42,  11,165-77 
Quarterly  assessment  ...  ...  ...  10,536 

Rates  high,  effects,  10,604-11,  10,766-8 

11,045-6,  11,053-76 
Shareholders  ...  ...  ...  ...  10,823-8 

Simplified  tax  10,541-2 

Super-tax  10,543,  10,546,  10,571-80, 

10,638-58,  10,787-838,  11,148-52 
Taxable  income  ...  ...  ...  ...  10,532 

Taxation  at  source  ...  ...  ...  10,546 

on  Taxation  at  the  source,  1906  p.  62  (7) 
on  Taxation  after  and  during  1906,  p.  62  (7) 
Wage-earners,  unequal  treatment  of,  com- 
pared with  persons  with  large  incomes  10,537 

Year  of  assessment  10,670-4 

Montagu,  Rt.  Hon.  E.  S.,  on  Double  Income 
Tax,  1910,  Board  of  Inland  Bevenue  p.  58  (9) 

MONTGOMERIE,  JOHN,  on  behalf  of  the 
Imperial  Commercial  Association,  the 
National  Association  of  Master  Bakers,  &c. 

17,612-705,  p.  136-42 

Co-operative  Societies,  unfairness  of  ex- 
emption from  taxation  and  proposals, 

re  17,612-705,  p.  132-8 

Mortgage  Interest,  taxation  at  the  source, 

Board  of  Inland  llevenue  ...  ...  p.  62  (5) 

Mortgagees  in  possession,  attempt  to  avoid 

burden  of  taxation,  Matthews  22,56  L 
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ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


MOSENTHAL,  WILLIAM,  senior  partner  of 
Messrs.  Mosenthal,  Sons,  and  Company, 
on  behalf  of  certain  firms  trading  with 

South  Africa,  and  proposed  remedies,  2009-152 
Hardship  of  Double  Income  Tax  as  re- 
gards firms  trading  in  England  and 
South  Africa,  and  proposed  remedies,  200iJ-152 
Mother  allowance,  refusal  (unless  mother  an 
invalid)  to  son  keeping  home  after  death  of 
father,  criticism  and  consequent  unpopu- 
larity of  tax  among  working  class,  Edwards 

2389-90,  2479-88,  2339-41 
Motherhood  endowment,  scheme  must  be 
worked  in  connection  with  Income  Tax, 

Edgeworth  11,797 

Moulton,  Lord  Justice,  quoted,  Gibbs 3069 

Multiple  shop  societies,  shareholders  and 

average  holdings,  Cahill  18,265-71 

Multiple  shops,  if  real  Co-operative  Societies, 
same  privileges  not  objected  to,  Goodwin 

18,860-18,926 

Municipalities,  Commissioners  for,  system, 

Binns  23,237-8 

Munitions  Levy,  examination  of  books,  Ac., 

London  12,390,  12,593-3 

Murray,  C.  H.,  wear  and  tear  of  machinery 
allowance  denied,  1851-2,  Board  of  Inland 
Revenue p.  64  (2) 

MUSPRATT,  MAX,  Chairman  of  the  United 
Alkali  Company,  Limited,  Ac.,  on  behalf 
of  the  Federation  of  British  Industries  (joint 

evidence)  16,057-224,  p.  131 

Buildings,  depreciation  allowances, 

16,063-4,  16,104-44,  16,191-5 
Depreciation  allowances,  16,060,  16,074, 

16,091-03,  16,209-16 
Fixtures  and  office  furniture,  16,065,  16,196-204 

Patents  16,067,  16,145-61 

Plant  and  Machinery  : 

Depreciation  allowances,  16,061-91, 

16,189,  16,205-9,  16,217-21 

Obsolescence  16,069-70,  16,222-3 

Removal  expenses  ...  ...  ...  ...  16  066 

Terminable  concessions  abroad  ...  ...  16,066 

Wasting  assets  16,072-4,  p.  131 


National  Association  of  Assessors  and  Col- 
lectors of  Government  Taxes,  evidence  on 
behalf  of,  see  Fisher,  R.  E.,  and  Brown, 

Stanley  22,134-22,399 

National  Association  of  Corn  and  Agricultural 

Merchants : 

Evidence  on  behalf  of,  see  Wherry,  Albert 

E.  K.  ...  20,021-96 

Membership  and  interests  represented, 

Wherry  20,022 

National  Association  of  Master  Bakers,  evi- 
dence on  behalf  of,  see  Montgomerie,  John 

17,612-705,  p.  136-42 

National  Chamber  of  Trade  : 

Evidence  on  behalf  of,  see  Pratt,  Coun- 
cillor Thomas ; Aveling,  Councillor 

Charles;  J.P.;  and  Blakemore,  Felix 

J.,  F.G.1 19,898-20,020 

Membership,  Ac.,  Pratt  19,924-7 

National  Council  of  Women  of  Great  Britain  and 
Ireland : 

Evidence  on  behalf,  see  Gordon,  Mrs. 

Ogilvie,  D.Sc.,  Ph.D 1237-1468 

Membership,  Gordon  1376-8 

National  Debt  Commissioners  : 

Assessment  by,  Collins  p.  34  (1141 

Deferred  annuities  with,  allowance  on 
contracts  for,  1859,  Board  of  Inland 
Revenue  p.  60  (6) 

National  Farmers’  Union  of  Scotland,  evi- 
dence on  behalf  of,  see  Stewart,  John 

23,710-23,796 


National  Federation  of  Iron  and  Steel  Manufacturers: 

Evidence  on  behalf  of,  see  Hopkins, 

Richard  Borrough 13,025-268 

Particulars  of,  R.  B.  Hopkins  ...13,028,  13,055 

National  Federation  of  Property  Owners  and 
Ratepayers,  evidence  on  behalf  of,  see 
Evans,  Edwin,  J.P.  (joint  evidence)  20,305-521 

National  Federation  of  Women’s  Service 
Societies,  resolution  in  favour  of  separate 
taxation  of  married  persons  ...  ...  ...  2943 

National  Federation  of  Women  Teachers, 
resolution  passed  in  favour  of  separate 

taxation  of  married  persons 2944 

National  financial  policy  and  budgets,  fixing 
of,  for  series  of  years  advocated,  in  order  to 
stabilize  prices,  Cook,  17,711,  17,741-4, 

17,793-846,  17,856-67 

National  income,  estimates  and  distribution 
of,  1906,  1913,  1920,  Money,  10,629-30, 

10,553-8,  10,597-601,  10,726-65,  11,077-137 
“ National  Tax,”  title  proposed,  Sulley 

23,516,  23,531,  23,554,  23,556  8 

National  Traders’  Defence  League  : 

Constitution,  objects,  Ac.,  It.  Walker 

17,324-8,  17,503-14 

Evidence  on  behalf  of,  see  Walker,  Robert 

17,324-61) 

National  Union  of  Clerks  : 

Annual  Conference,  1918 : 

Resolution  re  pensions  of  discharged 
soldiers  and  sailors  and  Income  Tax, 

Hughes  4558 

Income  Tax  proposals  and  resolution, 

Hughes  4542,  4560-1 

Attitude  as  regards  Income  Tax,  Hughes  4561 

Evidence  on  behalf  of,  see  Hughes,  Fred, 

4539-701 

Membership,  incomes,  Ac.,  Hughes  ...4574-85 

National  Union  of  Manufacturers  (Incorpor- 
ated), evidence  on  behalf  of,  see  Johnston, 

Alexander  19,337-418 

National  Council  of  Women  of  Great  Britain 
and  Ireland,  President,  see  Gordon,  Mrs. 

Ogilvie,  D Sc.,  Ph.D 1237-1468 

National  Union  of  Societies  for  Equal  Citizenship  : 
Evidence  on  behalf  of,  see  Hubback,  Mrs., 

2939-3017 

Number  of  branches,  Hubback  2947 

National  Union  of  Teachers,  evidence  on  be- 
half of,  see  Crook,  Charles  W.  ...  5729-5802 

National  War  Bonds : 

Interest  “ fiee  of  tax  ” p.  62  (10) 

(4th  series),  registered  coupon  bonds,  taxa- 
tion at  the  source p.  62  (11) 

Neale,  Vansittart : 

Initiation  of  legislation  for  Co-operative 

Societies,  Cahill  18,160 

Opinions  re  position  of  Co-operative  Socie- 
ties, re  taxation,  Cahill 18,166 

NELSON,  C.  HEWETSON,  J.P.,  Member  of 

the  Board  of  Referees,  Ac 19,789-897 

Accounts,  production  ...  ...19,797,  19,806 

Additional  Commissioners  ...19,798,  19,800 

Assessment  on  previous  year, 

19,791-6,  19,820,  19,848-53,  19,871-9 

Assessors  19,797 

Clerks  to  the  Commissioners  19,801,  19,829-33 
Depreciation  allowances  ...  19,817,  19,895-6 

Differentiation  ...  19,813,  19,860-1,  19,865-70 

Forms  19,804-5 

“ Free  of  tax  ” dividends  ...  19,810,  19,846-7 

Instalments,  payment  by  two  19,808 

Law  costs  19,815,  19,862-3 

Life  Assurance  premium  allowance 

19,812,  19,842-5 

Married  persons,  assessment  of  ...  ...  19,811 

General  Commissioners,  19,798,  19,823-8,  19,854-5 

Partners  19,814,  19,837-41 

Preliminary  expenses  ...  ...  ...  19,816 

Special  Commissioners,  19,798,  19,823-8,  19,854-5 
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NELSON,  C.  HEWETSON,  J.P.,  &o .—cont.  Nitrate  Deposits— cont. 

Stock  certificates  19,807  Wasting  Assets  : 

Surveyors,  19,797-8,  19,800,  19,803,  Allowance : 

19,834-6,  19,857-9,  19,880-93  in  Great  Britain,  would  benefit 

Taxation  at  source 19,808  British  shareholders,  Williamson  7512-3 

Wasting  assets  19,818  Proposal,  Budd  23,949-56 

New  businesses,  reliefs,  provisions  re,  Harrison  Grievance,  Mr.  Gibbs’  evidence 

15,18;  agreed  with,  Budd  ...  ...  ...  23,884 

New  South  Wales,  Income  Tax,  profits  and  no  Provision  for,  Williamson  ...7412, 

losses,  Furtado 25,529,  25,530  7471-3,  7506-7 


New  Zealand : 

Companies,  and  shareholders’  taxation, 

11.  V.  N.  Hopkins p.  92  (4) 

Government,  resolution  at  Imperial  Con- 
ference, 1911,  re  Double  Income  Tax, 

McLeod  1876 

Income  Tax  : 

Children  allowances,  Board  of  Inland 

Revenue  ...  ...  ...  ...  p.  109 

Double  Income  Tax,  provisions, 
Harrison,  6342,  6344,  6345,  6346, 

6347,  6348 

Graduation : 

Comparison  with  United  King- 
dom, &c.,  R.  V.  N.  Hopkins, 

4080,  p.  85,  p.  98 
Method,  Board  of  Inland 

Revenue  _ p.  107  (12) 

Life  Assurance  premiums  allowances, 

Furtado  ...  ...  ...27,372,  27,373 

Life  Assurance  offices,  assessment 

basis,  Furtado  27,860 

Rates  of  tax,  Board  of  Inland 

Revenue  pp.  99,  100,101 

Reliefs  in  respect  of  wife  and 

children,  Board  of  Inland  Revenue 

pp.  99,  102,  103 
Scope  of,  Harrison  ...  ...  ...  6302 

System,  Sir  F.  Young,  785;  R.  V.  N. 

Hopkins  p.  98 

Land,  minimum  valuation  rule,  White  20,653 
Mineral  deposits,  deductions  for  exhaus- 
tion, Leake  ...  ...  ...  ...  ...  16,286 

Resident  from  England  not  taxed  on  in- 
come not  earned  in  country,  McLeod  1887 

Wasting  assets,  system,  Hook  ...  ...  9938 

Newfoundland  : 

Double  Income  Tax,  provisions,  Harrison 
. 6342,  6344,  6345,  6346,  6347,  6348 

Income  Tax  : 

Graduation  method,  Board  of  Inland 

Revenue  p.  107  (11) 

Scope  of,  Harrison  6302 

Super-tax,  evasion,  prevention,  Harrison  14,341 

Wasting  assets,  system,  Hook  9938 

Newmarch,  W. : 

on  Differentiation,  1861,  Board  of  Inland 

Revenue  p.  55  (8) 

on  Terminable  annuities,  1861,  Board  of 
Inland  Revenue  ...  ...  ...  p.  71  (6) 

Nitrate  Companies,  country  of  origin  of 
profits,  Firth  8017-20,  8034 

Nitrate  Deposits : 

Alianza  Co.,  Ltd.,  see  that  title. 

Assessment  of  companies  on  sums  larger 

than  profits,  Leake  3586 

Taxation  : 

Basis,  suggestions,  Leake,  3584—90, 

3892-7,  3920 

Deduction  for  amortisation  before 
profits  assessed,  claims  to,  Gibbs, 

3026-31,  3055-86,  3103-30 
Depreciation  allowance,  insufficiency 
of,  Gibbs  ...  ...  ...  3032—3 

Depreciation  fund,  tax  on,  and  criti- 
cism, Gibbs  ...  ...  ...  3032-8,  3069 

Grievance  not  a result  of  higher  rate 
of  tax,  Gibbs  ...  ...  ...  ...  3111-8 

Handicap  on  British  purchasers  and 
mine-workers,  Gibbs  ...  ...  3034 

Incentive  to  removal  of  domicile 
and  control  of  companies  abroad, 

Gibbs,  3035;  Williamson  7411-2 


Non-Residents  : 

Acceptance  of  accounts  certified  by  pro- 
fessional Accountants  of  the  U.S.A., 
advocated,  Luya  ...  ...  ...  ...  5485 

with  Branches  in  England  appearing  to 
make  no  profit,  proposal,  Luya  5483,  5484 
British  subjects  of  small  means,  hardship 
to,  and  same  measure  of  relief  advo- 
cated for,  as  if  in  England,  Dick  ...5055-94 
Concessions  as  regards  diplomatic  and 
consular  salaries  on  ground  of  special 
cost  of  living,  Bowley  ...  ...  ...  6677-9 

Consuls,  position,  Harrison  ...  6479-82 

Emoluments  arising  from  employment 
without  the  Kingdom  should  be 
exempt  from  British  tax,  Parsons 

1558,  1809-10 

Foreign  Manufacturer  Selling  Goons 
in  England  : 
see  also  under  Agency. 

Claim  on,  not  considered  fair,  if 

merely  an  exporter,  Belfour  6176-82,  6207 
Position  re  taxation  and  objections 

to,  Budd  23,876-81 

Profits,  some  form  of  taxation  ap- 
proved, Luya 5483 

High  taxation  of,  decrease  of  export  trade 

a result,  Budd  23,875,  23,912 

Income  Arising  in  U.K. : 
see  also  Agency. 

Evasion  of  Super-tax,  and  proposed 

remedy,  Howe 13,449-53,  13,648-60 

Standard  rate  charged,  with  certain 
exceptions,  R.  V.  N.  Hopkins  7 p.  4 (5) 
Taxing  of,  R.  V.  N.  Hopkins  ...  ...  5 

Rate  of  tax  payable  by,  Harrison  ...6367-87 
Reliefs  : 

Dependent  upon  total  income, 

Gordon,  1267;  Dick,  5079;  Harrison 

6381-2,  6430 

Difficulties  of  granting,  Harrison 

6381,  6404-31,  6440-3 
possible  Fairness  of  giving,  Harrison  6144-7 
Position  re,  and  question  of  granting 
to  British  subjects  within  tbo 
Empire  and  elsewhere,  Harrison 

6367-86,  6423-4 

Restriction  on  amount  of  property  owned 
in  Great  Britain  and  recovery  of  Super- 
tax from,  advocated,  Ereaut  ...  ...  4781 

Super-tax  : 

Evasion,  R.  V.  N.  Hopkins,  227-30, 
p.  4 (5);  Garnett  ...  14,010,  14,027-8 

Imposition  should  be  abandoned, 

Garnett 14,010,  14,026-8 

and  Possible  remedies  of  avoidance, 
Harrison  ...  ...  ...  14,398-406 

Tax  should  not  be  charged  on  interest  on 
loans  borrowed  from,  for  use  abroad, 

Garnett  14,005-9,  14,021-5 

Taxation  of  foreign  manufacturer,  ad 
valorem  tax,  to  be  paid  on  invoice, 

proposal,  Reinganum  6286,  6293 

Trading  with  U.K.  : 

through  Agent,  see  under  Agency. 

Taxation : 

Desirable,  but  difficulty,  Cook 

17,716,  17,752-6 

on  Turnover,  could  not  be  passed 
on  to  consumers,  Cook  ...  17,780-3 

Uncertainty  of  position  under  Finance 
(No.  2)  Act,  1915,  and  consequent  pre- 
vention of  new  business,  Luya,  5471-82, 

5486-8,  5605-14 

Work  of  Surveyors  re,  Collins  ...  p.  30  (60) 
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NORMAN,  F.  H.,  on  behalf  of  the  Pro- 
fessional Workers’  Federation  (joint  evi- 
dence), see  Wolstenholme,  F.  E.,  Norman, 

F.  H.,  and  Jones,  Dr.  R 12,239-375 

Northcote,  Sir  Stafford : 

on  Double  Income  Tax,  Board  of  Inland 
ltevenue  ...  ...  ...  ...  p.  57  (2) 

Reduction  of  rate  to  2d.,  B.  V.  N. 
Hopkins  p.  2 (12) 

NORTON.  G.  P.,  Chartered  Accountant  and 
Director  of  the  British  Dyestuffs  Corpora- 
tion   7693-704,  8038-117,  p.  119-21 

British  Dyestuffs  Corporation,  Ltd.,  7702- 

4,  8094-108 

Buildings,  depreciation  allowances 
7695-6,  7699-8,  8045,  8053-78,  8109, 

8112-7,  8152-3 

Capital  outlay,  allowance  ...  7702-4,  8095-108 
Coal  mines  ...  ...  ...  ...  7696,  8050-2 

Depreciation  allowances  7695,  7701-2, 

7704,  8085-93,  8134,  8143-5,  p.  119-21 
Graduation,  Mr.  Currie’s  scheme  ...  8041-4 
Plant,  depreciation  allowances  7699-700, 

8079-83,  8109-10,  8147-5 
Norway,  differentiation  method,  Board  of 

Inland  ltevenue  p.  109 

Norwich  Union  Mutual  Life  Insurance 
Society,  evidence  on  behalf  of,  see  Mac- 
naghten,  Steuart  ...  16,588-93,  17,072-89 

Notices  and  Precepts,  issue  by  Assessors, 

Fisher  22,137.  22,355-61 

Nurseries  and  market  gardens,  assessment 
method,  and  objections  to  rental  basis, 
Sharland 20,937-9 


Occasional  gains,  see  Casual  Profits. 

Occupation  of  land,  see  Farmers  and  Land. 

Office  Furniture,  adequate  depreciation  allow- 
ance advocated,  B.  B.  Hopkins,  13,037 ; 
Muspratt,  Biggart  16,065,  16,198 

Old  Age  Pensions,  certain  benefit  to  tax- 
payers at  lower  ranges,  B..  V.  N.  Hopkins...  4252-5 

ORANGE,  Sir  HUGH,  C.B.,  C.I.E.,  on  behalf 
of  the  Board  of  Education  (joint  evi- 
dence) ...  4702-77 

Children  allowance,  proposed  extension  to 
25  years  of  age  at  increasing  rates,  irre- 
spective of  income...  ...  ...  ...4702—74 

OSLER,  R.  W.,  Superintending  Inspector  of 
Taxes,  on  behalf  of  the  Association  of  Tax 
Surveying  Officers  (joint  evidence),  see  Best, 

W.  S. ; Eborall,  E.  A. ; Osier,  R.  W. ; and 
Young,  J.  T 25,693-26,252 

Overdue  payments,  see  Arrears. 

Overtime : 

Extra  payment  should  not  be  taxed  on 
full  amount  received,  G.  B.  Carter 

20,165,  20,217-25 

Payments,  exemption  from  tax  advocated, 

Shirkie  9144,  9220-3,  9238-46,  9338-41, 

9390-4 

Oxted  and  Limpsfield  Branch,  Society  for 
Women’s  Service,  resolution  in  favour  of 
separate  taxation  of  married  persons  ...  2943 


Palles,  Chief  Baron,  quoted,  Cooper  ...  ...  18,550 

Parents : 

see  also  Mother. 

Dependent,  allowance  advocated,  -7. 

Walker,  Lyon  ...  ...  ...  ...  18,934 

Relief  for,  and  extra  taxation  of  non- 
parents, scheme,  Darwin  ...  15,780-882 

PARSONS,  G.  O.,  Incorporated  Accountant 
and  Chartered  Secretary,  and  Secretary  to 
the  Income  Tax  Reform  League,  1554-1863  : 
Abatements  1557 


PARSONS,  G.  O.—cont. 

Allowances  : 

for  All  incomes  advocated  1557, 

1562,  1575,  1634-8,  1811-2 

proposed  Amounts,  etc.  1557 

Appeals  1555,  1667,  1856-8 

Arbitrators,  Court  of,  proposal 

1555,  1568-72,  1595,  1847-55 
Assessment  on  true  balance  of  profit  and 
loss  according  to  recognized  commercial 
ideas  and  usage  advocated  1554,  1572, 

1584,  1678-9,  1725-45,  1813-6 

Collectors  1555 

Commissioners,  payment  ...  ...  ...  1597-8 

District  Commissioners,  proposed  consti- 
tution   1555, 1586-94 

Earned  and  unearned  incomes  1559, 

1575,  1650,  1676-7,  1836-41 
Exemption  limit,  proposal  re  lowering 

1556,  1574-5,  1689-703 
“ Free  of  Income  Tax  ” 1563,  1578,  1580, 

1625-7,  1652-3,  1715-24,  1784-808,  1859-61 
Investment  of  savings,  allowance  for,  im- 
practicability ...  ...  ...  ...  1680-8 

Isle  of  Man  and  Channel  Islands  1557,  1673-5 
Life  Insurance  allowances  1557,  1575, 

1606-24,  1639-49,  1680 
Married  persons,  joint  or  separate  assess- 


ment 
Non-residents 
Reliefs  ... 

Repairs  allowance 
Repayment  claims  ... 
Returns  : 

Basis  

Paper,  quality  of 


1561,  1575-8,  1862 

1558,  1809-10 

1557 

1565,  1654-60,  1746-53 
1564 

1564,  1814 

1583 


Salaries,  etc.,  deduction  of  tax  by  em- 
ployers   1631-3 

Schedule  B.,  form  of  accounts  1566, 

1661-6,  1754-83,  1817-35 

Schedule  C 1567 

. Schedule  D., 1568,  1734-45 

Special  Commissioners,  constitution  1555,  1853-5 
Surveyors : 

Examination  1555 

Transfer  of  Assessors’  duties  to,  pro- 
posed 1555,1572-4,  1599-602,  1843-6 

Taxation  at  the  source  1581-3,  1629 

Trade  Associations  ...  1560,  1603-5,  1704-14 


Partners  : 

Change  in,  “ specific  cause  ” section  must 
remain  and  be  slightly  strengthened, 

Garnett  13,999-4003,  14,013-5 

Assessment  : 

Joint,  computation  of  profits  must 
continue  to  be  made  on  basis  of 
single  return  but  shares  of  profits 
might  be  assessed  separately, 
Harrison  ...  ...  25,008,  25,138-40 

Present  position,  Harrison  ...  ...  25,006 

Separate : 

Advocated,  B.  N.  Carter,  3138, 

3190-3,  3253-6,  3305-11,  3446-7, 
3467-74;  Lalcin-Smith,  7708; 

W.  Cash,  8291,  8349;  Aveling, 

19,911,  19,981—3;  Hewitt, 

21,567;  Fergusson,  22,250; 

- Campbell,  Staines,  23,805; 

Quin  24,333 

Advocated,  subject  to  certain  con- 
ditions, Nelson  ...  19,814,  19,837-41 

Option  of,  advocated,  Cook 

17,722,  17,769-71,  17,894-7 
Responsibility  on  firm  in  case  of 
default  of  partner,  no  injustice, 

B.  N.  Carter  3473-4 

Right  to,  advocated,  Haslip 

16,441  (d),  16,443,  16,465-6,  16,490-519 
Senior  partner  would  make  re- 
turn of  profits  of  business, 

B.  N.  Carter  3471-2 

Law  costs  of  agreement,  allowance  ques- 

ton,  Collins  , ...  ...  ...  27,168-70 
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Partners— coni. 

Non-resident,  avoidance  of  Super-Tax, 

and  possible  remedies,  Harrison  14,398-406 
One  abroad  and  one  in  U.K.,  partner  at 
home  should  be  assessed  for  profits  of 
non-resident,  Howe  ...  ...  13,450-2 

Power  of  distraining  on  assets  in  respect 
of  partnership  profits  must  be  retained, 

Harrison  25,008 

Some  in  England  and  some  abroad, 
position  re  taxation,  Spry  10,219-42, 

10,254-87 

Super-tax  liability  on  undistributed 
shares,  Harrison  ...  ...  14,322-6 

PARTRIDGE,  the  Rev.  Canon  FRANK, 
on  behalf  of  the  Central  Board  of  Finance 
of  the  Church  of  England  ...  ...  14,826-918 

Clergy : 

Claims  re  exemption  of  certain  por- 
tion of  income  and  deductions 

14,826-7,  14,832,  14,834-53 
Parsonage  house  14,828,  14,832,  14,874-81 

Exemption  limit  14,832,  14,917 

Forms 14,831,  14,832,  14,905-15 

Gardens  14,829,  14,832,  14,882-92 

Property  Tax  books,  Schedules  A and  B, 
should  be  open  to  inspection  14,832,  14,893-904 
Voluntary  gifts  ...  14,830*  14,832,  14,854—73 


Patents : 

no  Allowance  for  expired  capital  value 

advocated,  Leake  3743 


Allowance  for  wasting  assets  : 

Advocated  abroad,  Leake  3684-90,  3695-6 
not  Advocated  if  vendor  subject  to 
British  Income  Tax,  Leake  3613-7, 

3684-90 

Allowance  for,  points  to  be  considered, 

Hook  9917 

Departmental  Committee,  1905,  re,  Board 
of  Inland  Revenue  ...  ...  p.  194  (11) 


Depreciation  Allowance  : 

Advocated,  Martin  5817,  6119-28 

not  Advocated,  Currie  ...  ...  ...  7681 

Question  of,  W.  Cash 8283 

no  Direct  charge  on  vendor  in  case  of 
lump  siTm  payment,  but  charge  in  case 
of  annual  payments,  justification,  Hook 

9991-6,  10,044-56 

Expenditure  on  acquisition  or  develop- 
ment, allowance  advocated,  R.  B. 
Hopkins,  13,039,  13,077 ; Muspratt, 

Biggart,  16,067;  Dawson,  17,197; 
Johnston,  19,341,  19,389-91;  Rintoul 

25,402,  25,427 

Litigation  for  protection  of,  question  of 

allowance  for,  Rintoul  ...  ...  ...  25,428 

Royalties  : 

Allowance  for  expenses  of  protection 

and  enforcement,  Collins  ...  26,935-6 

Taxation  at  the  source,  Board  of  In- 
land Revenue p.  62  (5) 


Payment : 

Dates  of,  Collins  ...  ...  ...  ...  322-7 

by  Discount  vouchers,  opinion  re 

proposal,  Sulley  ...  ...  ...  ...  23,603 

in  Every  district  at  one  office,  proposal, 

Aveling  19,918 

Historical  note,  Board  of  Inland  Re- 
venue   p.  79-80 

Instalments,  see  that  title. 

by  Money  order  or  postal  draft,  proposal, 

Best,  Eborall,  Osier,  Young  ...  25,715,  25,718 

Obligation  on  taxpayer  advocated,  Best, 
Eborall,  Osier,  Young  ...  ...  ...  25,718 

to  Post  offices  : 

Difficulties  considered  insuperable, 

Osier  26,014-28 

Proposal,  Osier 26,028-30 

by  Stamps  : Collins 349,  694-7,  724-6 

Approved,  G.  R.  Carter  ...  ...  20,170 

Encouragement  advocated,  Co-opera- 
tive Union  18,403 

Time  of,  present  position,  Harrison  25,030-6 


Peel,  Sir  Robert : 

Differentiation  between  incomes  from  per- 
petual and  terminable  annuities  refused 
1842;  Board  of  Inland  Revenue  p.  71  (2) 
Differentiation,  Board  of  Inland  Revenue 

p.  54  (4) 

Revival  of  Income  Tax  by,  1842,  R.  V.  N. 
Hopkins  45,  p.  1 (5)  (6),  p.  54  (4) 

PEGLER,  ERNEST  C.,  F.C.A.  ...  26,432-612 

Agency  ...  ...  ...  ...  26,531-41 

Control,  drawbacks  of  present  system  of 
taxation  in  case  of,  and  proposed  relief 
26,434-5,  26,449,  26,450-8,  26,460-9, 
26,472-89,  26,491-8,  26,493,  26,501-30, 

26,542-60,  26,570-9,  26,584-611 
Double  Income  Tax  26,445-8,  26,497,  26,531 
Peninsular  and  Oriental  Steam  Navigation 
Company  case,  Howe  ...  ...  ...  13,701 

Pensioners,  residing  abroad,  hardship  on, 
and  same  measure  of  relief  advocated  as  if 
in  England,  Dick  ...  ...  ...  ...5055-94 

Pensions,  taxation  approved,  Currie 7726 


Pensions  to  Discharged  Soldiers  and  Sailors  : 

Exemption  from  tax  advocated,  Hughes  4558 
should  not  be  Taken  into  account  in  de- 
termining wages,  Hughes  ...  ...  4558 

Penzance  Women’s  Service  Society,  resolu- 
tion in  favour  of  separate  taxation  of 
married  persons  ...  ...  ...  ...  ...  2943 

Permanent  tax,  collectible  annually,  advo- 
cated, to  avoid  yearly  appointment  of 
officials,  Ereaut  ...  ...  ...  ...  4784,  4830-1 

Petty,  Lord  Henry ; 

on  Differentiation,  1806,  Board  of  Inland 
Revenue  ...  ...  ...  ...  p.  54  (3) 

on  Higher  rate  for  large  incomes,  1806, 

Board  of  Inland  Revenue  ...  p.  51  (3) 


PHILLIPS,  Dr.  MARION,  on  behalf  of  the 
Standing  Joint  Committee  of  Industrial 
Women’s  Organisations  ...  ...  3497-569 

Children  allowance  3501,  3540-5 

Exemption  and  abatement  limits  for  in- 
dividual and  married  couple  3499-503, 

3550-60,  3565 

Indirect  taxation,  burden  of,  and  pro- 
posed removal  3503,  3548—9,  3553,  3561-8 
Industrial  Women’s  Organisations  ...3504-16 
Married  persons,  joint  assessment  objected 
to,  and  proposals  ...  3498,  3517-9,  3521-37 


PIGGOTT,  A.  E.,  on  behalf  of  certain  Cre- 
matorium Companies  (joint  evidence)  12,164-229 
Assessors  ...  ...  ...  ...  •••  12,173 

Crematoria,  claim  to  certain  allowances 

12,167,  12,182-4,  12,199-205 
Exemption  limit  ...  ...  12,172,  12,213-9 

“ Free  of  Income  Tax  ” ...  ...  ...  12,171 

Plant  and  machinery,  depreciation  al- 
lowance, ...  ...  ...  •••  12,170 

Schedule  A,  ...  ...12,169,  12,206—9,  12,225—37 

Wasting  assets,  ...  ...  12,164,  12,185-8 

Weekly  wage-earners  ...  12,172,  12,213-24 


Pitt  William : 

Acts  of  1798  and  1799,  R.  V.  N.  Hopkms, 

45,  p.  1 (1)  (2) 

and  Differentiation,  Board  of  Inland 
Revenue  ...  ...  •••  ...  p.  54  (2)  (3) 


Plant  and  Machinery : 

Assessment,  variation  in  practice, 

R.  B.  Hopkins  13,051 

Cost  of  erecting,  allowance  advocated, 

Rintoul  25,402 

Definition  should  be  extended,  Leake, 

16,299-300 

Depreciation  Allowance  : 

1878,  R.  V.  N.  Hopkins  p.  2 (13);  p.  63  (5)  (6) 
where  no  Allowance  made  previous 
to  sale,  proposal  re  allowance  of 
difference  between  prime  cost  and 
sum  received,  Howe  ...  ...  13,495-7 
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Plant  and  Machinery— cont. 

Depreciation  Allowance — cont. 

Appeal : 

should  be  Allowed,  Federation 
of  Master  Cotton  Spinners' 
Associations,  Ltd.  ...  ...  13,827 

to  Board  of  Referees  p.  66 

Approved,  Nelson  19,817 

Individual  should  have  right 
of,  Garnett,  13,855-68, 
13,936-44,  13,981-2;  Brier- 

ley  13,995 

to  Permanent  tribunal,  proposal, 

Dawson  ...  ...  ...  ...  17,197 

should  Apply  to  Case  II,  Schedule  D. 
as  to  Case  I,  Haslip,  16,441  (b), 

16,443,  16,457-64,  16,524-31 
Arrangements  considered  satisfac- 
tory, Stamp 9600 

Assumed  life,  20  years  should  be 
maximum,  Booty,  12,065,  12,111, 

12,124,  12,143 

Basis  for  anninl  charge  to  revenue, 
suggestions,  Leake,  3600,  3619-24, 

3740-2,  3759-63,  3820-3,  3853-62, 

3867-91,  3904-8 

Board  of  Inland  Revenue  memo- 
randum   p.  66-71 

Calculation,  possible  methods,  and 
proposal,  Louis  8642-4,  8692-67,  p.  112-3 
Cost  of  renewals  as  alternative 

method  p.  67-8 

Curves  demonstrating  number  of 
years  required  to  write  down  to 
residual  or  scrap  value,  plant  of 
value  of  £100  at  certain  rates  of 
depreciation,  Leather,  7705,  8149; 

Norton  8147-8 

Definite  basis,  importance  of,  and 

proposal,  Booty,  12,065,  12,111,  12,113-9 
Deputation  from  the  Association  of 
British  Chambers  of  Commerce  to 
the  Board  of  Inland  Revenue, 

Nov.  1913,  extract  from  report  of 

proceedings,  Norton p.  119-21 

Differentiation  between  varying 
types  insufficient,  B.  B.  Hopkins, 

13,032;  Muspratt,  Biggart,  ...  16,061 
Doctors’  position,  and  proposal, 

Haslip,  16,441  (b),  (c),  16,443, 

16,457-64,  16,467,  16,484-9,  16,524-31 

Enactments  relating  to  ...  ...p.  70-1 

Extension  to  professions,  proposed, 

Howe,  13,815-8;  Haslip,  16,441  (b), 

16,443,  16,457-64,  16,524-31 ; 

Harrison  25,097 

Extra,  owing  to  existing  high  values, 

advocated,  Johnston  19,344 

in  Foreign  and  colonial  systems, 

Hook  9938 

Historical  note,  Board  of  Inland  Be- 

venue  p.  64-6 

Income  Tax  authorities  concerned-  ...p.  66-7 

Legal  position  p.  66 

Methods : 

Annual  allowance  sufficient  to 
restore  whole  capital  employed, 
would  be  approved,  Booty  12,130-1 

Annual  instalments  advocated, 

Nelson  19,817,  19,895-6 

Diminishing  value : 

Method  of  calculating,  W. 

Cash  ...  8283,  8392-3,  8404-8 

now,  Objection  to,  Louis,  8642,  8711-4 
the  most  Satisfactory 
method,  Hook  9935 ; 

Garnett  13,911-2 

in  Each  industry  by  properly 
constituted  body,  including 
representatives  of  particular 
trade,  advocated,  B.  B. 

Hopkins 13,032,  13,073 

Flat  rate  for  classes  preferred, 

Dawson  17,217 


Plant  and  Machinery— cont. 

Depreciation  Allowance — cont. 

Methods — cont. 

by  Percentage  on  original  cost, 
question  of,  Quin  24,332,  24,491-500 
Percentage,  inaccuracy  of,  and 
possibility  of  subsequent 
adjustment  desirable,  Howe  13,491-5 
Percentage  on  diminishing  value 
preferable  to  percentage  of 
actual  cost,  Booty  ...  12,119-12,146 
different  Practices  in  different 
districts,  Muspratt,  Biggart  16,061 
“ Prime  cost,”  Stamp  9594, 

9596,  9824-5 

Prime  cost : 

Advocated,  Johnston 19,342 

Advocated,  but  difficulty, 

B.  B.  Hopkins  13,033,  13,249-59 
Difficult  and  not  satisfactory, 

Garnett  13,912 

Example  of  working,  Leake  3624 
less  Scrap  value  advocated, 

B.  B.  Hopkins,  13,033; 

Howe,  13,467-8,  13,714-5, 

16,495;  Muspratt,  Biggart, 

16,062-91,  16,189,  16,217-21 
Considered  unworkable,  Bin- 

toul  25,462-4 

Sinking  fund : 

Annual  accretion  to,  not  a 
sound  measure  of  annual 
depreciation,  Leake  3644- 

62,  3694,  3948-52 
Scheme,  Louis  8697-710,  8741-63 
Working  of,  and  advantage 
of  prime  cost  method, 

Hook 10,101-20 

Writing  down  of  value,  advan- 
tages of,  Stamp  9594,  9596,  9611 
Methods,  Hook  ...  ...  ...  9933-7 

Minimum  life  should  be  made 
statutory  and  machinery  classified, 

Booty  12,113-9,  12,143-50,  12,153-7 

Obsolescence : 

5 per  cent.,  inadequacy  of,  as 
regards  steel  works,  B.  B. 

Hopkins  ...  13,070 

too  Big  in  many  cases,  Booty  12,151-2 
Carrying  forward  of,  proposal, 

B.  B.  Hopkins,  13,042,  13,073, 
13,139-49;  Muspratt,  Biggart, 

16,070,  16,222-3 

as  Encouragement  to  installa* 
tion  of  labour  - saving 
machinery,  Hopkins  13,043,  13,260-7 
Irrespective  of  replacement : 

Advocated,  W.  Cash,  8472—4 ; 
Institute  of  Municipal 
Treasurers  and  Account- 
ants, 11,253,  11,296  (i); 

Whiteley,  11,395  - 6; 

B.  B.  Hopkins,  13,040-1, 

13,263;  Howe,  13,466-70, 
13,699-711,  13,720-3;  Mus- 
pratt, Biggart,  16,069 ; 

Bintoul  ...  ...  ...  25,402 

Question  of,  Hook  ...  10,067-77 

Irrespective  of  sale  or  replace- 
ment, advocated,  Norton, 
7699-700,  8079-83;  W.  Cash  8283 

Method,  Hook  9935,  10,012-5 

Repayment  at  average  rate 
chargeable  during  lifetime,  pro- 
posal, Howe  ...  13,466-8,  13,555-8 
Replacement  allowance  ...  ...  p.  67 

many  Traders  unaware  of,  Booty 

12,153-7 

Plus  obsolescence  allowance  con- 
sidered satisfactory,  Hook  ...  10,003 

Position  re,  Hook  9870-2 

Proportion  of  whole-life  output  of 
industrial  plant  receivable  annually 
in  comparison  with  proportion  of 

cost  charged  annually  to  revenue 
under  various  methods  of  distribu- 
tion, Leake  ...  ...  ...  ...  p.  87 
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Plant  and  Machinery-  cont. 

Depreciation  Allowance — cont. 

Provisions  of  Income  Tax  Act,  1918, 

Hook  ...  ...  ...  •••  9864 

Prudential  reserve  in  addition  to  de- 
preciation : 

Criticism  of  proposal,  Board  of 

Inland  Revenue  ...  p.  201  (10)-(16) 
Proposal,  Norton,  8109-10;  R.  B. 

Hopkins  ...  ...  ...  13,060—1 

Rates : 

Agreed  rates : 

Criticism,  Booty  ...  12,065,  12,112-3 

Grouping  of  trades  by 
Chambers  of  Commerce  and 
agreement  of  rates  with 
Board  of  Inland  Revenue, 
with  appeal  to  special 

board,  proposal,  Martin. 

5816,  5851,  5924-5,  5994-6002 

System p.  66,  p.  69 

System  not  much  taken 

advantage  of,  Dawson  ...17,219-20 
Table  of,  Hook  ...  9939,  10,016-8 

considered  Fair,  Federation  of 
Master  Cotton  Spinners’  Asso- 
ciations, Ltd.,  13,826;  Garnett  13,847 
Fixing  of,  Muspratt,  16,205-9; 

Leake  ...  ...  ...  •••  16,300 

Inadequate,  and  detrimental 
effect  on  industry,  Booty, 

12,065;  R.  B.  Hopkins,  13,034; 

Muspratt,  Biggart  16,068 

Insufficiency  of,  proposed  re- 
vision as  regards  collieries, 
Williams  6486,  6497,  6512-4, 

6537-46,  6573-6 

present  Percentages  should  be 
allowed  whether  that  amount 
written  off  or  more,  and  should 
apply  to  all  districts,  Federa- 
tion of  Master  Cotton  Spinners’ 
Associations,  Ltd.,  13,826; 
Garnett,  ...  ...  13,848—52,  13,931—5 

Settled  rate,  including  deteriora- 
tion and  obsolescence,  and 
allowing  cost  of  repairs  and 
renewals,  proposal,  Louis  ...  8641 

Settlement  between  Board  of 
Inland  Revenue  and  representa- 
tives of  particular  trades,  Hook  9931-2 
Specified  higher  rate  for  normal 
type  of  business,  advocated, 
with  power  to  appeal  to  Board 
of  Referees  for  special  rate, 
Johnston  ...  19,346,  19,394-7 

“ Statutory  Depreciation  Rates,” 
fixing  of,  by  agreement  with 
various  trades  proposal,  Piggott  12,170 
considered  Sufficient  by  Board  of 

Inland  Revenue,  Hook  9929-30 

Varying  rates,  in  different  dis- 
tricts allocation  of  system 

needed,  Nelson  19,817 

Report  of  Departmental  Committee 

of  1905  pp.  65-6 

Satisfactory  on  the  whole  and  favoured 

position,  Stamp  9595,  9758-61 

Settlement  of  questions  by  District 
Commissioners  not  satisfactory, 

Martin  ...  ...  5816,  5851,  6036-41 

Special  war  relief,  Board  of  Inland 

Revenue  p.  187  (11) 

Special  writing-off  allowances  for 
exceptional  depreciation  and  obso- 
lescence, suggestion  of,  as  perma- 
nence, objections  to,  Board  of  Inland 

Revenue  pp. 200-1 

Statistics,  1901-2  to  1918-9,  R.  V.  N. 

Hopkins  ...  ...  ...  ...  p.  18 

Temporary  provisions  necessitated 
by  war  conditions,  Board  of  Inland 
Revenue  ...  ...  ...  ...  p.  68 

Varying  methods  and  rates,  Louis  8641 
Exemption  from  local  taxation  advocated, 

R.  B.  Hopkins  13,051 

Scrapping  of  out-of-date  and  replace- 
ment, should  be  encouraged,  and 
gpheme,  Louis  ...  8715-40 


Plant  and  utensils,  depreciation  allowance 
advocated,  and  10  per  cent,  and  20  per 
cent,  advocated,  Thompson 18,331 

Playing  Fields : 

Assessment  : 

of  Annual  value,  excessive,  T.  H. 

Hall  22,832,  22,845-9 

Comparison  with  sports  grounds, 

T.  H.  Hall  22,850,  22,871-80 

Different  assessment  for  Schedule  B 
from  that  for  Schedule  A,  com- 
plaint re,  T.  H.  Hall  ...  22,907-19 

Exemption  as  charity  claimed, 

T.  H.  Hall  22,832,  22,834,  22,843- 
4,  22,852,  22,883-6,  22,899,  22,922- 

4,  22,928-31,  22,934  7 
in  Respect  of  profits  of  lands  used  for 
charitable  purposes,  grievance, 

T.  H.  Hall  22,832 

Schedule  A,  grievance  and  exemp- 
tion claimed,  T.  H.  Hall  22,832, 
22,855-7,  22,886-92,  22,900-2; 

Clift  22,894-8 

Schedule  B,  hardship,  and  exemption 
claimed,  T.  H.  Hall,  22,845, 

22,903-6,  22,920;  Clift  22,863 

Incidence  of  rates  and  taxation  on, 
tables,  T.  H.  Hall,  22,858;  Clift  ...  22,868 
Persons  catered  for,  not  subject  to  In- 
come Tax,  T.  H.  Hall,  22,925-7;  Clift,  22,932-3 
Playing  Fields  Societies,  particulars  re,  and 

grievances  re  taxation,  T.  H.  Hall,  Clift  22,859-937 
Pollock,  E.  M.,  on  wasting  assets,  1910,  1912, 

1913,  p.  64  (10)  (11)  (12) 

POOL,  A.  F.,  O.B.E.,  Assistant  Chief  In- 
spector of  Taxes  ...  ...  ...  12,770-986 

Attorney-General  v.  London  County 
Council  ...  12,779,  12,782,  12,821, 

12,838-45,  12,965 
“ Charitable  purposes  ” 12,807,  12,973-4,  12,980 

Local  Authorities  : 

Assessment  12,771-4 

Buildings  ...  12,777  (g),  12,803-5,  12,780 

Cases  decided  in  the  Courts  ...  ...  12,819 

as  “ Charities  ” 12,777  (h),  12,806-8, 

12,972-6,  12,980-2 

Industrial  undertakings  12,777  (e), 

12,796-7,  12,817,  12,867-74,  12,893-6, 

12,921-6,  12,927-35,  12,939-44,  12,953-64, 
12,963-71 

Lands  of  ...  12,777  (i),  12,809-10, 

12,956-8,  12,977-9 

as  one  Legal  entity  for  Income  Tax 
purposes  12,777  (b),  12,783—8, 

12,827-30,  12,837,  12,882-92,  12,897-904, 
12,913-20 

Loans  12,777  (j),  12,810 

National  character  of  duties 

12,777  (d),  12,794-3 
Property  ...  ...  12,819,  12,846—55 

Setting  off  of  annual  value  of  pro- 
perty owned  and  occupied  and  pro- 
ducing no  revenue,  in  respect  of 
interest  liability  ...  12,777  (a), 

12,781-2,  12,821-6,  12,838-45, 

12,856-66,  12,897-906,  12,963 
Setting  off  of  whole  of  taxed  income 
in  respect  of  interest  liability 

12,777  (c),  12,789-93,  12,832-6, 

12,897-904 

Statutes  12,818 

Undertakings  essential  to  health  and 
well-being  of  community 

12,777  (f),  12,798-802.  12,876-81 
London  Corporation  12,777  (k)  (1), 

12,812,  12,814-7,  12,818 
Public  sewers  12,777  (f),  12,798-802, 

12,875-81,  12,907-12 

Sugden  v.  Leeds  Corporation  12,779, 

12,783-5,  12,789,  12,882-42,  12,945-52 

Portishead  Women’s  Service  Society,  reso- 
lution in  favour  of  separate  taxation  of 
married  persons  ...  ...  ...  ...  2943 

Post  Office  Savings  Bank,  interest  taxable, 

Parsons  1617-8 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 
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PRATT,  Thomas,  Councillor,  on  behalf  of  the 
National  Chamber  of  Trade  (joint  evidence) 

19,898-20,020 

“ Ability  to  pay  ” 19,900 

Account  keeping  19,997,  19,992-7,  20,009-14 
Children,  dependants  and  wife  allowances 

19,901,  19,929-30,  19,970-2 
Differentiation  19,902,  19,931-7,  19,973-7, 

19,998,  20,000-4 

Employers,  deduction  of  tax  by,  19,905, 

19,943-7,  19,978-80 
Exemption  limit  ...  19,899,  19,928,  20,003-8 

Farmers  19,906,  19,992-7,  20,009-14 

Graduation  19,900 

Imperial  charges  ...  19,907,  19.948,  20,006 

National  Chamber  of  Trade  ...  19,924-7 

Quarterly  payment 19,904,  19,942 

Super-tax  ...  19,903,  19,938-41,  20,015-7 


Prepayment : 

Discount  : 

Advocated,  Sulley,  23,544,  23,601-2, 

23,640-50 

should  be  Allowed  in  every  case  and 
rate  raised  to  5 per  cent.,  Hewitt 

21,569 

Commercial  rate  of,  advocated,  W. 

Cash  ...  ...  ...  ...  ...  8285 

Considerations  re,  and  difficulties, 
Harrison  ...  ...  ...  25,043-8 

5 per  cent,  or  more  advocated,  Lakin- 

Smitli 7709 

Rate  should  be  fixed,  Fergusson  ...  22,252 
Sec.  159,  Act  of  1918,  repeal  proposed, 
Harrison  ...  ...  ...  25,041-2 

Vouchers,  scheme,  Hai~rison  25,049- 

50,  25,356-64 

Proposal,  Lakin-Smith  ...  ...  ...  77-9 

Pressly,  Charles,  on  taxation  at  the  source, 

1851-2,  Hoard  of  Inland  Eevenue  ...  p.  61  (3) 

PRICE,  E.  C.,  on  behalf  of  the  Charity 

Organisation  Society  17,135-89 

Charities,  position  re  exemption  and 
claim  to  17,135-89 


Prices  : 

Lowering  of,  would  result  from  higher 
Income  Tax,  J.  E.  Allen  ...  1472  (5),  1511-20 

Rise,  increased  wages  not  a cause,  G.  E. 

Carter  20,243-53,  20,292-3 

Primrose,  Sir  H. : 

on  Differentiation,  1906,  Board  of  Inland 

Eevenue  • ...  p.  55  (11) 

on  Graduation,  1906,  Board  of  Inland 

Eevenue  p.  52  (13) 

Prince  Edward  Island,  graduation  by  abate- 
ment only,  Board  of  Inland  Eevenue  ...  p.  106 

Private  Limited  Companies : 

Allotment  of  sums  out  of  profits  to  man- 
aging shareholders  as  remuneration, 
and  earned  rate  allowed,  Collins  26,844-5 
Evasion  of  tax  by,  and  methods  of  pre- 
venting, TV.  Cash,  8282.  8367-71,  8601- 
6;  Towle,  Best  21,286,  21,373-9,  21,387-97 
Undistributed  Profits  : 

should  be  Allocated  to  shareholders 
for  Super-tax  purposes,  Ereaut 

4780,  4866-70 

Evasion  of  Super-tax,  proposed 

remedy,  Harrison  ...  14,378,  14,484-5 

Probate  Registry,  Personal  Application  De- 
partment, Collins  4063 

Productive  effort,  decreased  by  taxation, 

G.  E.  Carter  ...  20,218-25 

Professional  Workers’  Federation  : 

Bodies  represented  by,  Norman 12,292 

Evidence  on  behalf  of,  see  Wolstenholme, 

F.  E. ; Norman,  F.  H. ; and  Jones,  Dr. 

Robert  ...'  12,239-375 

no  Definition  in  Act,  and  proposal  re, 
Bremner  15,887,  15,940-7 


Profits  or  Gains : 

if  Definition  in  Act,  large  amount  of  liti- 
gation probable,  B.  Cox'...  26,617,26,683-7 

the  Same  meaning,  E.  V.  N.  Hopkins  ...  164-6 

Profits : 

other  than  Business  or  professional  and 
those  assessed  by  Special  Commis- 
sioners, under  Schedule  C,  Assessment 
by  Surveyor  advocated,  Ereaut  4788,  4928 
Casual,  see  that  title. 

Conception  of,  Hook  9878-80,  9948-9,  10,019-24 

Definitions,  Leake  3577 

no  General  agreement  as  to  meaning, 

Hook  9874 

Taxes  on,  comparison  with  Income  Tax, 
Edgeworth  n 794 

Property,  see  Land  and  Property. 

Property  accrued  from  savings,  capital  and 
other  property,  distinction  desirable, 

Gordon  1361-2  • 

Property  Owners’  and  Factors’  Association  (Glasgow) 
Limited : 

Evidence  on  behalf  of,  see  Steel,  James, 

M.A.,  F.S.I.,  F.A.1 20,522-641 

Membership,  etc.,  Steel  20,523 

Property-Owning  Companies,  allowance  for 
expenses  of  management,  Gorman 25,663 

Provident  and  Thrift  Funds  : 

Colonial  practice,  Mitchell  4482 

Employees’  contributions  as  deduction 

from  assessment  advocated,  Mitchell  4487 
Explanation  ?-e  submission  of  evidence 

re,  Mitchell  4492 

Working  of,  Mitchell  4484 

Prudential  Assurance  Co.,  organisation  for 
handling  papers,  Mackie  24,915-22 

Prussia,  Income  Tax : 

Assessment  of  married  persons,  Board 

of  Inland  Eevenue  p.  106 

Differentiation  method  p.  109 

Double  Income  Tax,  provisions,  Harrison  6341-2 
Graduation  : 

Comparison  with  United  Kingdom, 

E.  V.  N.  Hopkins  p.  102 

Method,  Board  of  Inland  Eevenue  p.  108  (13) 

Rates  of  tax,  Board  of  Inland  Eevenue 

pp.  110,  111,  112 

Reliefs  in  respect  of  wife  and  children, 

Board  of  Inland  Eevenue  pp.  110,  113,  114 

System,  E.  V.  N.  Hopkins p.  102 

Wasting  assets  system,  Hook  9938 

Public  Bodies,  Board  of  Inland  Revenue 
should  have  power  to  demand  information 
from  re  contracts,  <fcc.,  Towle,  Best 

21,306,  21,308,  21,309,  21,474-9 

Public  Parks  and  Recreation  Grounds,  assess- 
ment, position  re,  Sharland  20,987 

Public  Sewers,  Assessment : 

Exemption,  claim  considered  reasonable 
and  might  be  agreed  to,  Pool,  12,777  (8), 

12,798-802,  12,875-81  ' 12  907-12 
Practice  re,  and  claim  to  exemption, 

Institute  of  Municipal  Treasurers  and 
Accountants , 11,244-50,  11,296  ( d ), 

Howard,  11,307,  11,309-11,  11,304-8, 

11,374,  11,424;  Whiteley,  11,308,  11,340, 

11,427,  11,431-2;  Keith,  11,312, 

11,340-1,  11,368,  11,399-407,  11,420-4, 

11,425-7,  11,479-88 

PURCELL,  Sir  GILBERT  KENELM 
TREFFRY,  Chief  Justice  of  the  Supreme 
Court  of  Sierra  Leone;  hardship  of  system 
of  assessing  British  'West  African  Govern- 
ment officials  with  home  in  England  on 
full  income  ...  ...  ...  ...  5096-169 
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PURDIE,  Mrs.  E.  AYRES,  F.L.A.A.,  on  be- 
half of  the  Women’s  Freedom  League,  6719-6876 
Married  women,  complaint  re  taxation 

system  ...  ...  ...  ...  6721-876 

Non-return  of  income  or  payment  of  tax 

for  12  years,  6748-86,  6797-801,  6817-31,  6864 
Taxation  at  the  source,  6796,  6863,  6867,  6876 
Women’s  Freedom  League  ...  ...  6833-8 


Quarries,  Mines  etc.,  assessment  under 

Schedule  D.,  Harrison,  15,146;  White,  ...  20,644 
Quarterly  Payment,  see  under  Instalments. 
Queensland,  graduation,  Hoard  of  Inland 

Itevenue  p.  107  (10) 

QUIN,  STEWART  BLACKER,  F.C.A. : 

on  Behalf  of  the  Association  of  British 

Chambers  of  Commerce  ...  7713,  8200-76 

on  Behalf  of  the  Institute  of  Chartered 

Accountants  in  Ireland  ...  ...  24,321-602 

Position  as  witness  ...  ...  ...  24,394-5 

Accounts,  production  ...  ...24,348,  24,373 

Appeals  8233—5,  8239—40,  24,344—5, 

24,372,  24,374-80,  24,459-61,  24,501-4 
Assessment  7713,  8203-28,  8236—8, 

8241-752,  24,322-3,  24,328-30,  24,334, 

24,339,  24,355-6,  24,367-9,  24,371, 

24,465-96,  24,542-50,  24,557-9 
Children,  wife  and  dependants’  allowances 

24,327,  24,448 

Collection  ...  ...  ...  24,328,  24,367 

“ Commercially  expedient  ” expenses 

24,331,  24,369,  24,399-402,  24,449-58 
Co-operative  Societies  24,340,  24,371, 

24,381-93 

Demand  notes  ...  24,346,  24,373,  24,505—7 

Double  Income  Tax  ...  •••  24,341,  24,371 

Employers,  deduction  of  tax  by  24,347, 

24,373,  24,560-4,  24,601-2 
Deposits  ...  ...  24,338,  24,371,  24,585—9 

Depreciation  allowances  ...  24,332, 

24,491-500,  24,585-9 

Differentiation  24,326,  24,357,  24,529-38, 

24,574-6 

Exemption  ...  ...  ...  24,327,  24,577-84 

Free  of  tax  24,335,  24,336—7,  24,371, 

24,403-4 

Graduation  ...  24,324,  24,349,  24,358, 

24,360-4,  24,405-23,  24,430-47,  24,521-8, 
24,551-6 

Life  Insurance  premiums  allowance 

24,325,  24,365,  24,590-600 

Partners  24,333 

“ Preliminary  expenses  ” 24,331,  24,370-402 

Proposals  of  Mr.  G.  H.  Blunden  and  Sir 
Francis  Gore,  and  evidence  of  Sir 

E.  E.  Nott-Bower,  Departmental  Com- 
mittee on  Income  Tax,  1905,  agreed 
with  ...  ...  •••  •••  •••  7713 

Rate  of  tax  ...  ...  ...  24,405-23 

Repayment  ...  24,328,  24,343,  24,367,  24,398 

Schedules  ...  ...  •••  24,333,  24,355 

Super-tax  8202—4,  8246—52,  8258—61,  24,358 

Surveyors  24,342 

Surveyors,  Assessors  as,  Ireland  8,231-2 

Taxation  at  source  ...  8262—4,  24,332, 

24,336,  24,359,  24,396,  24,513-20,  24,354 
Year  of  assessment  ...  ...  ...  7713,  8229-30 


Railway  Companies : 

Assessment  on,  for  profits,  by  Special 
Commissioners,  Collins,  319,  392-3,  p.  27 

(14),  p.  34  (108) 

Payment  of  tax,  instalment  system  in 

England  and  Ireland,  Collins,  ...  ...  325 

Scotland,  date  for  payment  of  tax, 

Collins  325 


Railway  Officials : 

Salaries  : 

Assessment : 

in  Ordinary  way  advocated, 

Ereaut,  4794 

by  vSpecial  Commissioners,  Collins, 

319,  p.  27  (14) 

Salaries  and  pensions,  taxation  at  the 
source,  Hoard  of  Inland  Bevenue,  p.  62  (5) 
Railways,  etc.,  transfer  to  Schedule  D.  pro- 
posal, Harrison 15,146-7 

Raspberry  Cultivation,  assessment  on  profits 
basis  protested  against  and  assessment  on 
same  lines  as  farmers  claimed,  Heay  28,038—77 

Rate  at  which  tax  should  be  deducted, 

See  Rate  under  Taxation  at  Source. 


Rates  of  Tax : 

1798-9  to  1918-9,  B.  V.  N.  Hopkins  p.  13-16 
1907-8  to  1918-19,  B.  V.  N.  Hopkins,  p. 


17;  Board  of  Inland  Bevenue p.  116 

1919-20,  Harrison  P-  173 

above  10s.  : 

would  be  Deterrent  to  earning,  J . 

Walker 19,031-8 

as  Effective  tax,  Currie  7828-47 

Practicability  of,  Money  ...  11,053-62 

15s.,  question  of  effect  on  trade,  Quin  24,405-23 


19s.  advocated  as  highest,  G.  B.  Carter 

20,154,  20,209-16,  20,279-82 

20/-  above  £5,000  advocated,  F.  Hall,  19,323 

Comparison  with  other  countries,  B.  V.  N. 

Hopkins  ...4243-50 

in  Dominions  and  foreign  countries, 

G.  M.  E.  Jones,  5197-203;  R.  V.  N. 
Hopkins,  pp.  86,  87,  88,  89,  90,  91,  92, 

93;  Board,  of  Inlaml  Bevenue  ...  pp.  110-4 
Earned,  two  only,  advocated,  up  to 

£1,000,  Ereaut  4780 

Effect  of,  on  capital  for  national  pur- 
poses, must  be  considered  to  certain 
extent,  Money  10,766-8 
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Effective  : 

Average,  1901—2  to  1918—9,  B.  V.  N. 

Hopkins  ...  •••  P-  19 

Explanation,  B.  V.  N.  Hopkins  3966  (note) 
Explanation  of  table,  B.  V.  N. 

Hopkins  ...  •••  4184-5,  p.  18 

1918-19,  on  incomes  between  £2,500 
and  £100,000  (including  Super- 

tax), number  of  taxpayers  and  pro- 
duce of  tax  in  each  class,  B.  V.  N. 

Hopkins 

Misapprehension  among  public  re, 

B.  V.  N.  Hopkins  4323-7,  4374,  4379-80 
Typical  cases,  setting  out  of,  in 

memorandum  accompanying  form, 
proposed,  Nelson  ...  ...  19,805 

Flat,  impossible  under  present  conditions, 

B.  V.  N.  Hopkins  ...  3967 

High  : 

possible  Extravagance  as  result  and 
importance  of  preventing  feeling 

of  injustice,  Money 11,045-62 

as  Important  factor  in  increased 
prices,  B.  V.  N.  Hopkins  13,029, 

13,199-213 

as  Limiting  trade  and  enterprise, 

Firth,  7663;  Money 10,604-11 

Taxable  capacity  of  owners  of  largest 
incomes  would  be  reduced  and 
question  of  remedy,  Money  11,063—76 

Transfer  of  businesses  may  result, 

W.  Cash  8282,8612-7 

Yield  of  tax  re-acted  on  unfavour- 
ably, Firth  7663 

Increase  : 

Hardship  would  result,  Martin  6089-96 

on  Incomes  under  £2,000  would 
result  in  hardships  to  individual, 
detriment  to  trade,  and  diminu- 
tion of  work,  W.  Allen  14,032, 

14,048-54,  14,104-10 
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Rates  of  Tax— cont. 

Increase — cont. 

any  Reliefs  given  should  be  made 
good  by  general  increase,  not  by 
additional  burden  on  particular 
classes,  B.  V.  N.  Hopkins  4072,  4361 
Maximum  question,  Zorn  ...  24,730,  24,754-7 

Nominal  and  effective  table,  2?.  V.  N. 

Hopkins  p.  5 

Reduction  : 

Claims,  form,  Collins p.  41,  p.  45 

by  Id.  in  the  £ on  selected  incomes, 

£130  to  £2,000,  cost  of,  B.  V.  N. 

Hopkins  4006 

by  3d.  or  6d.  in  the  £ on  all  incomes 
up  to  £2,500  cost,  B.  V.  N. 

Hopkins  4006,  4074-5 

Savings  available  for  investment  in  busi- 
ness reduced  by,  Martin  6083-8 

“ Standard,”  B.  V.  N.  Hopkins  ...  6 

Unearned,  one  only,  advocated  up  to 
£1,000,  Ereaut  4780 


RAWES,  G.  J.,  on  behalf  of  the  Association 
of  Tax  Clerks  (joint  evidence)  see  Matthews, 

J.  M.;  Rawes,  G.  J.,  and  Kelly,  E.  J.  22,551-621 
Rawlinson,  Mr.,  K.C.,  quoted,  T.  H.  Hall  ...  22,854 


RAYNER,  WILLIAM  GEORGE,  on  behalf 
of  the  Society  of  Incorporated  Accountants 

and  Auditors  8839-9105 

Extent  to  which  evidence  representative 

8949-53,  9006-.4 

Accounts,  compulsory  keeping  of  8824, 

8850-1,  8912-44,  9077-80 

Appeal  8844 

Assessment  8842,  8843,  8845,  8868 

Assessors  ...  ...  ...  ...  ...  8842 

Buildings,  depreciation  8839,  8903-9 

Children  and  dependants’  allowance  8842,  8858 
Depreciation  allowance  8839,  8842,  8847, 

8903-9,  8978-9028,  9100-4 
Double  Income  Tax  within  the  Empire 


Farmers,  assessment 
Graduation  


8842,  9029-35 
8840,  8849 
8842,  8852 

Land  and  property,  allowance  0/  rent, 

rates  and  expenses  8842  (14) 

Local  Commissioners  8842,  9081-93 

Married  Persons,  assessment  of  ...  8842,  8859-64 
Registration  of  firms  and  businesses  ...  8842 

Removal  expenses  8842,  8857 

Repairs  allowance  8839,  8846-7,  8877-99,  8910-1 

8958-71 

8842,  8973,  8977 

8843,  8868 

8842,  8865-7,  9036-76 
...  8844,  8869-76 


Repayment 
Returns 
Schedule  E 
Stock  certificates 

Super-tax  

Taxation  at  the  source 


8842,  8852-5, 

8945-8,  8955-77 

Trade  association  subscriptions  8842,  8857,  9094-9 
Wage-earners,  deduction  of  tax 8842 


Receipts  not  in  money,  see  Foreign  and 
Colonial  Dividends. 

Reconstruction  of  the  Act,  see  Income  Tax. 

Recovery : 

Distraint  : 

Expenses  of  should  be  at  least 

doubled,  Brown  22,241 

Functions  of  Collectors,  Binns  ...  23,131 
present  Summary  methods  should  be 

modified,  G.  JR.  Carter  20,170 

Distraint  Fees  : 

Memorandum,  Board  of  Inland 

Bevenue  p.  202-4 

Table  of,  Board  of  Inland  Bevenue 

p.  203-4 

Powers  of,  criticism,  Brown  ...  22,228-30 

Procedure,  Shirkie,  9284-90;  Board  of 
Inland  Bevenue  ...  ...  ...  ...  p.  122 

under  Schedule  A.  where  person  is 
abroad,  proposal,  Board  of  Inland 
Revenue  ...  ...  ...  ...  p 211 


Recovery— cont. 

Schedules  A and  B,  certain  difficulties 
and  proposed  clause,  Board  of  Inland 
Bevenue  ...  ...  ...  ...  ...  p.  211 

Summary  proceedings,  extension  of  power, 

proposal,  Brown 22,242 

Recurring  crops,  estates  yielding,  clearing, 
planting,  &c.,  basis  for  annual  charge  for 
depreciation,  suggestions,  Leake  ...3626-31,  3692 
Redditch  Women’s  Service  Society,  resolution 
in  favour  of  separate  taxation  of  married 

persons  2943 

Refunds,  see  Repayment. 

Registration  of  firms  and  businesses,  proposal, 

Bayner  8842 

REINGANUM,  PERCY  E.,  on  behalf  of  the 
London  Chamber  of  Commerce,  Hon.  Sec. 
of  the  Manufacturers’  Agents’  Association 
of  Great  Britain  and  Ireland,  &c.  5838-45,  6286-92 

Double  Income  Tax 5346 

Non-Residents,  Agents  in  England, 
position  of,  and  hardship  5839-45’ 

6286,  6288,  62,903 


1557 


7672 


4806 
...p.  37-8 
352 


Reliefs : 

Claims  : 

Fraudulent,  punishment  for,  Harri- 

SOn  6414-8 

Settlement  by  correspondence,  Harri- 

_ son  6411-3,  6425-7 

Statements  required,  Collins 351 

Time  limits,  and  proposal  re  exten- 
sion, Harrison  ...  25,106,  25,287 

Unearned  income  of  previous  year 
might  be  used,  B.  N.  Carter  3143,  3204 
Continuance  as  at  present  advocated, 

Parsons  

present  Graduated  system  should  be  ex- 
tended and  carried  up  to  £1,000  or  to 
£1,500,  Currie 

where  Income  falls  short  of  assessed 
income  by  more  than  10  per  cent,  aboli- 
tion advocated,  Ereaut  ... 

List  of,  Collins 
Methods  of  giving,  Collins  ... 
in  respect  of  New  Businesses,  Cessa- 
tions, Successions,  Losses  in  Trading 
&c. : 

Examples  of  working,  Board  of 
Inland  Bevenue  ...  ...  p.  212-7 

Provisions  re,  Harrison  15,181 

Proposed,  estimated  cost,  and  methods 
of  making  good  amount,  Currie  7683-91, 

7715-21,  7731-7,  7815-47,  7918-32 
Special,  to  meet  war  conditions.  B.  V. 

N.  Hopkins,  p.  10  (48),  p.  17;  Board 

of  Inland  Bevenue  p.  i87 

Special  Commissioners  should  have  statu- 
tory power  to  deal  with,  when  assess- 

< ments  made,  Howe 13,421-4,  13,506-12 

“Specific  cause,”  Ereaut,  4804;  B.  Cox’ 
a , „ 26,708-27 

Surveyors  should  point  out  rights  to, 

B.  N.  Carter,  3187-9,  3493-5;  W.  Cash, 

8291;  Quin,  24,342;  Bintoul  25,406 

Surveyors’  statutory  powers  and  duties, 

Collins  pp.  32-3,  38 

.Remissions,  discretionary  power  in  America, 
and  power  to  some  independent  authority’ 
proposal,  G.  M.  E.  Jones  5219’  5422-4 


Removals : 

Certificates,  system  and  functions  of 
Clerk  to  the  Commissioners  in  con- 
nection with,  Binns  ...  ...  ...  23  013 

Functions  of  Collectors  in  connection 
with,  Binns  ...  ...  ...  ...  23  135 

Procedure,  Collins  p.  32  (79I8I) 

Recovery  of  money  elsewhere  owing  to, 

5 per  cent,  extra  charge  advocated, 

Sulley  23,544 
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Removals,  Cost  of,  Allowance  : 

Advocated,  Martin,  5817;  Bayner,  8842, 

8857;  B.  B.  Hopkins,  13,037;  Mus- 
pratt,  Bigg  art,  16,065,  16,080,  16,198- 

202;  Aveling,  19,914;  Bintoul 25,403 

Approved  when  removal  compulsory, 

Board  of  Inland '■  Bevenue  ...  p.  199  (4) 
not  Advocated  when  non-compulsory, 

Currie  7681 

whether  Voluntary  or  compulsory, 
question  of,  Collins  ...  27,012-15,  27,160-3 

Rents : 

Deduction  of  tax  from,  see  under 
Property. 

Increase  anticipated,  Evans  ...  20,328-9 

of  Property  let  to  tenants,  taxation  at 
the  source  ...  ...  ...  ...  p.  62  (5) 

Rents,  Interest,  Royalties,  Annuities,  etc., 
allowance  advocated,  Mackie,  24,793  (6), 

24,814-6 

Rents,  Rates,  etc.,  of  business  premises, 
Apportionment  to  personal  account  of 
proprietor  when  residing  on,  modification 
should  be  possible,  Martin  ...  ...  5818,  5852 

Repairs  to  property,  see  under  Land  and 
Property. 

Repayments : 

Certifying  of,  work  should  be  performed 

in  Surveyor’s  office,  Kelly  22,619 

Claims  : 

through  Agents,  small  extent, 

B.  V.  N.  Hopkins  222 

Decentralization  approved,  Ereaut, 

4791;  Matthews,  Bawes , Kelly  ...  22,559 

Diffidence  shown  by  certain  section 
of  the  public,  Sulley  ...  ...  23,623-4 

Dividends  out  of  profits  assessed  under 
Schedule  D,  basis  of  income  re- 
ceived within  immediately  preceding 
year  proposed,  Parsons  ...  ...  1564 

Effect  on,  of  reduction  of  rate  for 
deduction  at  the  source  to  3s.  9d., 
Harrison  ...  ...  15,076—8,  15,219-30 

Failure  to  claim,  small  number, 

B..  V.  N.  Hopkins  221,  243 

False,  lisk  of,  loss  of  revenue  from, 

London 12,378 

Forms,  issue  at  Postal  Money  Orde'-’ 

offices,  advocated,  Sulley 23,533 

Form  No.  40,  suggestion  re,  Sulley  ...  23,533 
Half-yearly,  B.  V.  N.  Hopkins  ...  134 

Procedure,  Collins  p.  33  (98) 

Quarterly,  might  be  allowed,  B.  V.  N. 

Hopkins  ...  ...  ...  ...  134 

generally  Rapidly  and  easily  settled 

after  first,  Harrison  ...  15,424-5 

Returns  to  be  treated  as : 

Impracticability,  Hairison  ...  25,004 

Proposal,  Ereaut 4791 

often  not  Sent  in,  owing  to  ignorance, 

Bayner  8958-71 

to  Special  or  General  Commissioners, 

option  advocated,  Bremner  ...  15,913 
through  Surveyors  and  extension  of 
system  hoped  for,  B.  V.  N. 

Hopkins  222 

Time  Limit : 

Rights  of  taxpayer  should  be 
similar  to  those  of  Crown,  W. 

Cash  8291  (9) 

Mr.  Cash’s  suggestion,  objection 

to,  Harrison  25,058 

Extension,  proposal  re,  in  cer- 
tain cases,  Harrison  ...  ...  25,066 

Table,  Harrison  25,106 

greater  Uniformity  might  be 

desirable,  Harrison  ...  ...  25,059 

Uniform  practice  re  computing  in- 
come, question  of,  Harrison  25,295-8 
Decentralization  to  be  carried  out, 
scheme,  B.  V.  N.  Hopkins,  134;  Harri- 
son ...  15.079,  15,231-41,  15,262-70, 

15,356-60,  15,429,  25,055 


Repayments — cont. 

Delay  in: 

Hardship  in  certain  cases,  Gordon  1238,  1267 
and  Recovery  at  least  every  three 

months,  proposed,  TP.  All&n  ...  14,034 
Reply  to  Mr.  Bremner’s  evidence, 

B.  Cox  26,625 

Summons  before  Revenue  Judge, 

opinion  re,  B.  Cox 26,625 

Unpopularity  of  tax  among  workers 

owing  to,  Hughes  4566,  4625 

Details,  computation  showing,  should  ac- 
company every  repayment  order,  Quin  24,343 

should  be  Expedited,  Quin 24,343 

every  Facility  for  recovery  free  of  expense 

advocated,  Sulley  23,533 

Half-yearly,  proposed,  Lakin-Smith,  7711; 

Quin  ...  ...  ...  ...  ...  ...  24,398 

Income  of  preceding  year  as  basis  advo- 
cated, Quin  ...  ...  ...  ...  24,343 

Machinery  might  be  improved,  H.  Cox  ...  7368 

Method  not  prescribed  by  Act,  Bremner  15,910 
Numbers  and  amounts,  1901-02  to  1918- 

19,  B.  V.  N.  Hopkins  p.  24 

Number  of  persons  claiming  and  cost  to 
State  of  dealing  with,  Board  of  Inland 

Bevenue  pp.  88,  92 

Offices  for  recovery  of  overpaid  taxes, 

charge  by,  W.  Allen  14,034 

Order  on  Post  Office  for,  proposal,  W. 

Allen 14,034 

Personal  application  to  Surveyor,  and  en- 
couragement would  be  approved,  Harri- 
son   15,234-40,  15,262-70,  15,356-60 

Promptitude  advocated,  Crook  blZZ, 

5761-3;  Lakin-Smith  ...  ...  ...  7711 

Receipt  of  vouchers  and  claim,  acknow- 
ledgement of,  would  remedy  some  fric- 
tion, Harrison  15,462-6 

Refusal  of,  in  cases  of  British  subjects 
resident  abroad,  hardship  of,  in  certain 
cases,  Gordon,  1238,  1267;  Dick  ...  5067-93 

Resident  in  India  unable  to  claim,  with 
certain  exceptions,  McLeod  1895-6,  1985-7 
Right  to : 

Limitation  by  requirement  of  proving 
matters  to  satisfaction  of  Com- 

missioners should  be  abolished, 

Bremner  15,912-3,  16,033-49 

Methods  of  enforcing  and  proposed 

procedure,  Bremner  ...  15,911,  16,008-14 
Simpler  method  of  dealing  with,  desirable, 

Hughes  4566 

at  Surveyor’s  office  advocated,  W.  Cash, 

8291;  Quin,  24,328,  24,367;  Mackie 

24,793  (9),  24,804 

Warrant  for,  in  lieu  of  certificate,  pro- 
posal, Hewitt  ...  ...  ...21,575,  21,629 

Research  work,  allowance  advocated,  S.  E. 

Cash  16,080 

Research  and  advanced  learning,  donations 
for  allowance : 

Opinion  re,  Board  of  Inland  Bevenue  ...  p.  200 
Proposal,  Hobson  9108,  9115—6,  9119,  9131—3 

Retail  Distributors’  Association : 

Capital  represented,  etc.  Cahill  17,924, 

18,260-4,  18,314-28 

Evidence  on  behalf  of,  see  Cahill,  Michael 
Frederick  ...  ...  ...  17,924—8329 

Retailers,  evasion  by,  and  question  of 
remedy,  Towle,  Best,  21,296,  21,411-6, 

21,481-4,  21,500-2,  21,519-20,  21,534-40 
Residence,  one  day  over  6 months  implies, 

McLeod  1983-4 

Residents  in  United  Kingdom  : 

“ Control,”  B.  V.  N.  Hopkins  30,  246-9,  p.  4 (3) 
Income  arising  Abroad  : 

see  also  Double  Income  Tax. 

Basis  of  assessment,  B.  V.  N. 

Hopkins  P-  ? (20) 

Details  of  taxation,  Singer  5171—6, 

5229-34,  5242-6,  5321-5 
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Residents  in  United  Kingdom— cont. 

Income  arising  Abroad — cont. 

Taxation  by  percentage  on  turnover 
of  goods  brought  to  England,  pro- 
posal, Vestey 9455-60,  9541-4 

Taxing  of,  11.  V.  N.  Hopkins  ...  5 

Taxing  of,  and  removal  of  business 
abroad  as  result,  Vestey  ...  9426-570 

Work  of  Surveyors  re,  Collins  p.  30  (39) 
Taxation  on  foreign  profits,  approved, 
Williamson  7624 

Returns : 

by  All  persons  : 

Advocated,  Brabrook,  1538-40;  G.  M. 

E.  Jones,  5430;  London  ...  12,435—7 

Advocated  by  Departmental  Com- 
mittee, 1905,  and  Select  Com- 
mittee of  1906,  Board  of  Inland 

Revenue  p.  53  (10) 

Attitude  of  Board  of  Inland  Re- 
venue, and  no  necessity  seen, 
Harrison,  24,997-5002,  25,122-37,  25,208-11 

not  Objected  to,  Martin  6138 

Proposal,  Bayner  ...  8842,  8973,  8977 

Annual  statements,  B.  V.  N.  Hopkns 

P-  7 (19) 

for  Assessment  and  of  total  income, 
separation,  reason  for,  Harrison  ...  24,994 
to  Assessors,  objection  to,  Ereaut  ...  4791 

Basis,  income  received  from  1st  Jan.  to 
31st  Dec.  prior  to  year  of  assessment, 
advocated,  Hewitt  ...  21,565,  21,758-60 

by  Companies,  signing  of,  by  managing 
director  or  chairman  of  directors  as  well 
as  by  secretary  advocated,  Towle,  Best 

21,300,  21,308 

Confidential  character  of,  Collins  ...  4067 

Declaration  that  return  is  return  of  whole 
of  income,  advocated,  Lakin-Smith  ...  7707 

Demand  for  : 

Church  door  notices : 

Abolition  advocated,  Best, 

Eborall,  Osier,  Young, 

25,706  (g),  25,857-8,  25,948-53, 

25,978-81 

Opinion  re,  Binns,  23,355-7; 

Harrison 27  259 

Retention  advocated  as  founda- 
tion of  legal  proceedings, 

Harrison 25,025 

to  Individuals,  continuance  desirable 
as  normal  method,  Harrison  ...  25,025 

in  Post  offices,  police  stations,  not 

objected  to,  Best  25,949-50 

proposed  Poster  or  placard  to  be 
shown  at  churches,  chapels,  post 
offices,  &e.,  Sulley  23,518,  23,554,  p.  161 
Press  Advertisements : 

Advantage  doubted,  Harrison  ...  25,025 
would  be  Approved,  Fisher, 

22,362;  Sulley  23,570;  Best, 

Eborall,  Osier,  Young  25,706, 

25,857-8,  25,948-53,  25,976-81 
Proposal,  Ereaut  ...  ...  ...  479] 

Failure  to  make,  see  under  Evasion. 

False  accounts,  and  books,  extent,  Towle 

, . . 21,354-60 

by  fiirms,  signing  of,  by  each  acting 
partner  resident  in  United  Kingdom, 

advocated,  Towle,  Best  21,300,  21,308 

Fraudulent : 

Certificate  from  traders,  proposal, 

Currie  7674,  7955-6’  7961 

Prevention  and  punishment  advo- 
cated, Currie 7574 

Inaccurate  : 

Penalty  of  £20  plus  treble  the  duty 

unpaid,  proposed,  Sulley  23,554 

Voluntary  confessions,  period  of  grace 

for,  proposal,  Towle , Best 21,310 

Inadequate,  Surveyors’  difficulties  in  deal- 
ing with,  Towle,  Best  .,  ...  21  292-5 


Returns— cont. 

Leaflets  of  instructions  in  Post  Offices 

would  be  useful,  Sulley  23,577-9 

One  only  from  each  taxpayer,  proposal, 

Lakin-Smitli  7707,  8163-8 

Onus  of  making,  should  be  on  taxpayer, 

J ohnston  19,347 

Personal  declaration  of  total  net  income 
in  respect  of  which  tax  payable  com- 
pulsory, advocated  by  Select  Committee 

of  1906  p.  56  (24) 

Power  to  call  for  detailed  returns  for 
Super-tax  desired,  Hairison  24,999,  25,171 
Production  in  Court  as  evidence,  objec- 
tions to,  Collins  4067 

Statistics,  1913,  1916,  1917,  London 

12,408,  12,545-99 

System,  B.  V.  N.  Hopkins p.  7 (19) 

Reversionary  Interest  Society,  purchase  by 
Equitable  Life  Assurance  Co.,  Franklin 

25,618-9,  25,652-4 


RINTOUL,  PETER,  on  behalf  of  the  Char- 
tered Accountants  of  Scotland  ...  25,391-496 

Accounts  25,406 

Assessment,  basis  25,398-9,  25,436-49, 

25,450-61 

Assessors,  abolition 25,404 

Bank  deposits,  interest  25,465  '1 

Board  of  Inland  Revenue,  &c.,  publica- 
tion of  decisions 25,406,  25,432-5 

Buildings,  depreciation  allowance  25,402 

25,425-6 

Cemeteries  25,402 

Chartered  Accountants  of  Scotland  25,393-5 


Machinery  and  plant 
Mines,  development 

Patents  

Reliefs 

Schedules 

Subsidiary  companies 
Taxation  at  the  source 
Trade  expenses 
Trade  Marks 


25,402,  25,462-4 

25,402 

25,402,  25,427,  25,428 

25,406 

25,398-9 

25,401,  25,424 

25,397 

25,403-4,  25,430,  25,491-5 
25,428 


Undistributed  profits  25,400,  25,407-23, 

25,472-90 

Wasting  assets  25  402 

Rio  de  Janeiro  City  Improvements  Company, 
particulars  re,  and  taxation  of,  Gibbs 

3019-25,  3045-7,  3087-102 
Rio  Tinto  Company,  example  of  evils  of 
double  taxation,  Maitland  27,954-9,  27,986- 

9,  28,010-3,  28,033-5 

Lord  Ritchie’s  Committee,  see  Departmental 
Committee,  1904-5. 

Rotherham  Society  for  Equal  Citizenship, 
resolution  passed  in  favour  of  separate 
taxation  of  married  persons 2941 


Rowlatt,  Mr.  Justice,  quoted,  Channell  ...  15,915 


Royal  Colonial  Institute : 

Memorial  re  Double  Income  Tax,  1896  p.  57  (3) 
Movement  against  Double  Income  Tax 
within  the  Empire  supported  by,  Sir 

F.  Young  ...  767,  783 

lloyal  English  Arboricultural  Society,  evi- 
dence on  behalf  of,  see  Wood,  Leslie  S.,  and 
Haviland,  W.  A 22,412-550 


Royal  National  Life-Boat  Institution  : 

Boat-houses,  claim  to  exemption,  Colville 

14,920-44 

Evidence  on  behalf  of,  see  Colville,  the 

Hon.  George  14,919-45 

Office  and  store  yard,  claim  to  exemption, 

Colville  14.922-44 


Royal  National  Pension  Fund  for  Nurses  : 

Evidence  on  behalf  of,  see  Dick,  L.  H.  M. 

5054-94 

Particulars  re,  and  hardship  on  pension- 
ers residing  abroad  of  deduction  of 
tax  at  full  rate,  Dick  ...  ...  ...5056-94 
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Royalties : 

Allowance  for  portion  of,  proposal,  Leake 

3733-45,  3834-52,  3901-3 
Taxation  at  the  source,  Board  of  Inland 
Revenue  ...  ...  ...  ...  p.  62  (5) 

Wasting  assets,  evidence  before  the  Select 
Committee,  1851-2,  21,861;  Board  of 

Inland  llevenue  p.  63  (2)  (3) 

Russia,  Children  allowances,  Board  of  Inland 

llevenue p.  109 

Ryan,  G.  H.,  on  Terminable  annuities,  1905 

Board  of  Inland  Revenue,  p.  72  (9) 

RYDE,  ARTHUR  LYON,  on  behalf  of 

the  Surveyors'  Institution  15,631-779 

Property : 

Assessment  ...  15,632,  15,641-7,  15,693 

Limited  liability  companies  owning 

15,637,  15,672-7,  15,706-10 
Repairs,  etc.,  deduction,  15,632-5, 
15,648-67,  15,670-1,  15,681-705, 

15,711-7,  15,728-44,  15,749-55 
Taxation  system  and  opinion  re 

15,636,  15,638,  15,639,  15,678-80,  15,718-27 


Salaries,  Wages  and  other  Periodical  Payments  : 

See  also  Wage-earners. 

Deduction  of  tax  by  employers,  see  under 
Employers. 

Salisbury  and  S.  Wilts  Women’s  Service 
Society,  resolution  in  favour  of  separate 
taxation  of  married  persons  ...  ...  ...  2943 

Salvesen,  Lord,  judgment  in  Aberdeen 
Assessor  and  Parish  Council  v.  Aberdeen 
Town  Council,  Harvard  11,247 

Sankey,  J.,  quoted  re  Income  Tax  Act, 

1918,  Bremner  15,885 


Savings  Banks : 

Deposits  : 

Declaration  by  depositors  re  interest 
on,  as  deterrent  to  thrift,  Hilton  12,990-3 
Exemption  from  taxation  up  to  £500 
limit,  advocated,  Hilton...  12, 990-6, 

13,002-23 

no  Limit  at  present,  Hilton  ...  13,013-6 

Returns  by  bankers,  tendency  to 
undermine  confidence  of  depositors 
and  discourage  thrift,  and  abolition 
advocated,  Hilton  ...  12,991-2, 

12,997-300,  13,007-9,  13,018-9 
Return  of  interest  from,  detection  of 

evasion  by,  Matthews  22,561 

Taxation,  investment  limit,  Board  of 
Inland  Revenue  ...  ...  ...  p.  185  (12) 


Savings  other  than  Life  Insurance  ; 

Allowance  for  : 

Difficulty,  Collins  ...  ...  ...  582-3 

Investments,  impracticability,  Par- 
sons   1680-8 

Earned  rate  on  savings  invested  in 

Government  stock,  proposal,  Nelson  ...  19,813 
Exemption  question,  and  proposal,  Edge- 

worth  11,796,  11,804,  11,826 

Special  treatment,  advocated,  G.  R. 

Carter  20,164 

Savings,  Taxation  of,  see  under  Differentiation. 


Schedule  A : 

see  also  Land  and  Property. 

No.  II.  should  be  transferred  to  Schedule 

D,  Ereaut 4801 

No.  Ill: 

Concerns  charged  in,  historical  note, 

Board  of  Inland  Revenue p.  124 

Explanation,  R.  V.  N.  Hopkins  p.  8 (26) 
Right  of  assessment  by  Special  Com- 
missioners, Collins  p.  27  (14),  p.  34  (107) 
Transfer  to  Schedule  D,  proposal, 

Ereaut,  4801;  Harrison  ...  15,146-7 


Schedule  A —cont. 

Abolition,  proposal,  Lakin-Smith,  7707; 

White  20,642 

Agricultural  improvements  discouraged. 

White  20,648 

Allowances  other  than  for  repairs, 

desirable,  R.  N.  Carter  ...  ...  ...3331-40 

Assessment  : 

on  Basis  of  Poor  Law  valuation, 

Atkinson  14,593,  14,751-7 

Character  of,  Sharland  ...  ...  20,915 

Direct,  proposal,  Maclcie,  24,795, 

24,841-55 

Functions  of  Assessors  in  connection 

with,  Binns  ...  23,055-61,  23,074 

Functions  of  Clerk  to  the  Commis- 
sioners in  connection  with,  Binns 

22,999-3002 

Hardship  on  property  owners, 
Churchman  ...  ...  ...  ...  20,703 

Revision  of,  delay  in,  over-payments 
as  result,  refund  and  revision 
advocated,  Evans  ...  20,315,  20,447-70 

Standard  rate,  with  relief  by  set-off 
and/or  repayment,  proposal,  Quin 

24,334,  24,371 

Double  taxation  of  fees  for  directors, 
etc.,  of  property-owning  companies, 

Gorman  ...  ...  ...  ...  ...  25,663 

Duplication  of  allowance  for  repairs  to 
owner-occupiers  of  business  premises, 

revision  needed,  Parsons 1565 

Full  Income  Tax  not  paid  by  landlords  in 
some  districts  through  payments  being 
based  on  local  rates,  Hatton  ...  24,931 

General  character  of,  White  ...  20,645-6 

Gross  amounts  of  income  brought  under 
review  in  1901-2  to  1918-9,  R.  V.  N. 

Hopkins  p.  20 

Gross  income  on  which  tax  received  in, 

1901-2  to  1918-9,  R.  V.  N.  Hopkins...  p.  22 
Joint  effects  of  Schedule  B and,  White  20,658 
Loss  of  revenue  under  Lady  Day  tenancy, 

Matthews  ...  22,564-5 

hardly  Necessary,  allowances  in  respect 
of  repairs  and  maintenance  should  be 
dealt  with  as  expenses  under  Schedule 

D,  Parsons  1751-3 

Payments  under  Schedule  E should  be 
able  to  be  set  off  against  payments 

under,  Hatton  24,930,  24,980 

System,  R.  V.  N.  Hopkins p.  8 

as  Tax  on  houses,  White  20,647,  20,667 

Taxable  income  in  1901-2  to  1918-9, 

R.  V.  N.  Hopkins p.  21 

Unsatisfactory  taxation  of  land  under, 

White  20,650-6 

Yield,  White,  20,643;  R.  V.  N.  Hopkins  p.  23 

Schedule  B : 

see  also  Farmers. 

Abolition  advocated,  Lakin-Smith  7707; 

Atkinson,  14,647-55,  14,698-9;  White  20,642 

Agricultural  improvements  discouraged, 

White  20,657-8 

Assessment  under  : 

Functions  of  Assessors  in  connection 

with,  Binns  23,055-61,  23,074 

Functions  of  Clerk  to  the  Commis- 
sioners in  connection  with,  Binns 

22,999-3002 

Collection  by  Poor  Rate  collectors,  pro- 
posal, T)agg  20,802 

Differentiation  in  treatment  of  tenant 
farmers  and  occupying  owners,  Eames 

14,947-5071 

Form  of  accounts,  proposal  re  balance 
sheet  and  profit  or  loss  account, 

Parsons  1566,  1661-6,  1754-83,  1817-35 

Gross  amounts  of  income  brought  under 
review  in  1901-2  to  1918-9,  R.  V.  N. 
Hopkins  ...  ...  ...  ...  ...  p.  20 

Gross  income  on  which  tax  received  in, 

1901-2  to  1918-9,  R.  V.  N.  Hopkins  p.  22 
Joint  effects  of  Schedule  A and,  White  20,658 
System,  R.  V.  N.  Hopkins  ...  ...  ...  p.  8 
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ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


Schedule  B — cont. 

Taxable  income  in  1901-2  to  1918-9, 

It.  V.  N.  Hopkins  p.  21 

Yield,  White,  20,643;  It.  V.  N.  Hopkins  p.  23 

Schedule  C : 

Abolition  advocated,  Lakin-Smith  7707; 

W.  Cash,  8287;  Bremner,  15,895; 


Sulley  23,540 

Amalgamation  with  Schedule  D,  advo- 
cated, Quin 24,333,  24,355 

Assessment  of  certain  sources  of  income 
by  Special  Commissioners,  Collins  ...  319 

Gross  amounts  of  income  brought  under 
review  in  1901-2  to  1918-19,  B.  V.  N. 

Hopkins  p.  20 

Gross  income  on  which  tax  received  in 

1901-2  to  1918-9,  B.  V.  N.  Hopkins  ...  p.  22 
Net  produce  of  tax  1901-2  to  1918-19 

B.  V.  N.  Hopkins p.  23 

should  Remain  as  at  present,  Parsons  ...  1567 

System,  B.  V.  N.  Hopkins  ...  pp.  8-9 
Taxable  income,  in  1901-2  to  1918-19, 

B.  V.  N.  Hopkins  p.  21 


Schedule  D : 

no  Allowances  on  account  of  capital, 

grievances  from,  Budd  23,885 

, Amalgamation  with  Schedule  E : 

Advocated,  Hewitt  21,566 

no  Objection  to,  personally,  B.  Cox  26,671 
Assessment  under  : 

Form,  Collins  p.  39-46 

Functions  of  Assessors  in  connection 

with,  Binns  23,062-7 

Functions  of  Clerk  to  the  Commis- 
sioners in  connection  with,  Binns  23,003-8 
proposed  Method  for  avoiding  delay, 

Binns  ‘..23,024 

Procedure,  Collins,  p.  29-30; 

Binns  23,016-21 

on  Recognized  principles  of  scientific 
accounting  advocated,  Parsons 

1568,  1734-45 

by  Special  Commissioners : 

Forwarding  of  return  either  to 
Surveyor  or  Assessor,  proposal, 

Some  13,430,  13,517-21 

Right  of,  Collins , 318,  p.  27  (14), 

p.  34  (106)-(10) 

Time  limit  for  giving  notice  of 
desire  for,  hardship  and  pro- 
posed alteration,  Howe  13,428-30 
“ Business,”  introduction  of  word  : 

Advocated,  Bremner  ...  ...  15  890 

Comment  on  suggestion,  B.  Cox  ...  26,619 
Gross  amounts  of  income  brought  under 
review  in  1901-2  to  1918-19,  B.  V.  N. 

^ Hopkins  p.  2G 

Gross  income  on  which  tax  received  in 
1901-2  to  1918-9,  B.  V.  N.  Hopkins  ...  p.  22 
Net  produce  of  tax,  1901-02  to  1918-19, 

B.  V.  N.  Hopkins  ...  ...  ...  p.  23 

Officials  concerned  in  administration,  oath 

of  secrecy,  Collins  320 

Schedules  C and  E should  be  in- 
corporated in,  Quin  ...  24,333,  24,355 

System,  B.  V.  N.  Hopkins  ...  ...  p.  9 

Taxable  income  in,  1901-2  to  1918-9, 

B.  V.  N.  Hopkins  ...  ...  ..*  p.  21 

Transfer  to,  of  all  profits  derived  from 
land  used  for  business,  proposal, 

Ereaut  ...  ...  ...  ...  4807 


Schedule  E : 

Abolition,  advocated,  B.  N.  Carter 
3147,  3263—9,  3312—3;  Lakin-Smith, 

7707,  8159-62,  8164;  Bayner,  8843, 

8868;  Bremner,  15,895;  Sulley,  23,541; 

Bintoul  ’ 25,399 

Amalgamation  with  Schedule  D : 

Advocated,  Hewitt,  21,566;  Quin, 

„ 24,333,  24,355 

do  Objection  to,  B.  Cox  26  671 


Schedule  E— cont. 

Assessment  cndeu  •. 

Functions  of  Assessors  in  connection 

with,  Binns  23,068-71,  23,074 

Functions  of  Clerk  to  the  Commis- 
sioners in  connection  with,  Binns  23,009-10 

Procedure,  Collins  pp.  28-9 

Assessment  of  salaries  of  Railway  officials 
by  Special  Commissioners,  Collins 

319,  p.  27  (14),  p.  34  (108) 
Collection  at  the  source,  advocated,  Dagg  20,804 
Gross  amounts  of  income  brought  under 
review  in  1901-2  to  1918-9,  B.  V.  N. 


Hopkins  ...  ...  ...  ...  ...  p.  20 

Gross  income  on  which  tax  received  in 
1901-02  to  1918-19,  B.  V.  N.  Hopkins  p.  22 
Net  produce  of  tax,  1901-2  to  1918-19, 

B.  V.  N.  Hopkins  p.  23 

Payments  under,  should  be  able  to  be  set 
against  payments  under  Schedule  A, 

Button  24,930,  24,980 

Salaries  assessed  under,  should  be  included 
in  Schedule  D,  but  travelling  expenses, 

etc.,  allowed,  W.  Cash 8287 

System,  B.  V.  N.  Hopkins  p.  9 

Taxable  income  in  1901-2  to  1918-9, 

Hopkins  p.  21 

Taxation  at  the  source,  proper  deduc- 
tions made,  It.  V.  N.  Hopkins 134 

would  be  Unnecessary  if  assessment  based 
on  preceding  year,  Parsons  1569 

Schedules : 

Abolition,  proposal,  Mackie  24,793  (2),  24,799 
as  Few  as  possible  advocated,  Hewitt  ...  21,736 
Introduction  ifi  1803,  B.  V.  N.  Hopkins  p.  1 (3) 
One  only  for  employments,  advocated, 

Martin  ...  ...  ...  ...  5819 

Re-arrangement  proposals,  Ereaut,  4790; 

Bremner,  15,895;  Hewitt  ...  ...  21  736 

Simplification  and  re-arrangement,  com- 
ments on  Mr.  Bremner’s  suggestions, 

B.  Cox  26,621,  26,669-70 

System,  B.  V.  N.  Hopkins  19-25,  p.  4 (4),  p.  7_g 
Two  only,'  for  property  and  for  income, 
scheme,  Sulley,  23,534-41,  23,583-8 

23,690-7,  23,707-9;  Bintoul  25,398 

School  Teachers’  Superannuation  Act,  1918, 
lump  sum  payable  on  retirement,  should 
be  treated  as  capital  and  not  income, 

Cro°k  5731,  5735-40,  5753-6,  5797-800 

School  Teachers,  see  Teachers. 


SCHOOLING,  WILLIAM,  C.B.E.  965-1236,  p.  48-9 
Assessment,  application  of  Super-tax 
method  to  every  successive  £100,  pro- 
posal approved  1122-31,  1140-2 

Earned  and  unearned  incomes 
_ _ 975-81,  1021-2  1055-61,  1078-83 

Graduation  ...  966,  1019,  1029-44,  pp.  48-9 

Life  Insurance,  Allowances  : 

Continuance  desirable  but  inequalities 

must  be  removed  1010,  1028 

possible  Remedies,  1006-7,  1012-5 
1024-7,  1045-57,  1062-7,  1075-7. 

1080-7,  1106-18,  1145-57,  1223-5 
System  and  inequalities  of,  988- 
1006,  1011,  1014,  1024-6,  1045-51, 

1105,  1119-21,  1167-78,  1190-3, 

T ..  _ 1196-7 

Lite  Insurance  offices,  taxing  of,  1009, 

1026,  1052’  1164-5 

Statutory  “ taxable  income  ” scheme 
966-87,  1019-20,  1030-44,  1084-104’ 

1140-2,  1199-202,  pp.  48-9 
Super-tax,  proposed  abolition  ...  966-87,  1019 
Wife  and  children,  proportionate  allow- 
ances proposed  1132-7,  1227-33 

Yield  of  tax 1203-13 

Scope  of  existing  Income  Tax,  Board  of  Inland 
Bevenue  ...  ...  ...  ...  ...  p 3 

Scotland : 

Administration  areas,  Binns  ...  23,205-7 

Assessment,  procedure,  Collins  ...  332,  333 
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Scotland — cunt. 

Assessors  : 

Appointment  method,  Collins  ...  312 

Position  and  danger  of  deprivation  of 

employment,  Fisher  21,179—80,  22,187 

Surveyors  aB,  Collins  ...  ...  515 

Collection  : 

by  Collectors  of  Customs  and  Excise, 
and  comparison  with  procedure  in 
England,  Congdon,  Henderson  26,380-9 
Procedure,  Collins  ...  333,  p.  32  (91) 

Collectors  : 

Appointment  method,  Collins,  315,  p.  31  (72) 
Remuneration,  Classification  of, 

1918-19,  Binns  ...  ...  •••  23,179 

Distress,  Board  of  Inland  Revenue  ...  p.  201 
Land  and  Property  : 

Assessment  method,  Steel,  20,530, 

20,559-80;  Home,  22,624,  22,637-42 
Repairs  allowance,  Steel,  20,559-69; 

Howe  22,625,  22,631,  22,649-54 

Revaluation,  Howe,  22,624,  22,637-42 ; 

Osier  26,078,  26,084-7,  26,100-3 

Valuation  method,  Board  of  Inland 

• Revenue  P-  198 

Local  rate,  annual  sum  paid  allowable 
as  a deduction,  Collins,  27,042; 
Harrison,  27,043-6;  Board  of  Inland 

Revenue  P-  198  (8) 

Procedure,  special  features,  Board  of 

Inland  Revenue  P-  198 

Schedules  A and  B,  procedure,  Board  of 

Inland  Revenue  ...  ...  ...  ...  p.  198 

Sporting  rights,  fishings,  assessment, 

Board  of  Inland  Revenue  ...  pp.  146-7 

Surveyors : 

Assessors’  work  usually  done  by,  and 
difficulty  re  local  knowledge, 

Suite y 23,542,  23,600,  23,670-9 

Functions,  Collins  ...  ...  p.  32  (91) 

Scott,  E.  E.,  on  Terminable  annuities, 

1851-2;  Board  of  Inland  Revenue  ...  p.  71  (3) 
Scottish  Arboricultural  Society,  evidence  on 
behalf  of,  see  Wood,  Leslie  S.,  and  Havi- 

land,  W.  A 22,412-550 

Scottish  Association  of  Master  Bakers,  evi- 
dence on  behalf  of,  see  Montgomerie,  John, 

17,612-705,  p.  136-142 

Scottish  Land  and  Property  Federation  : 

Evidence  on  bohalf  of,  see  Home,  J.  H. 

Milne;  and  Durham,  A.  W.  Robertson 

22,622-813,  p.  159-61 
Membership,  Durham  22,633 


Scottish  Trade  Union  Congress  : 


Parliamentary  Committee,  evidence  on 
behalf  of,  see  Walker,  James;  and 
Lyon,  Hugh  ...  ...  •••  18,928,  19,074 

Representative  nature  of,  J.  Wolker  18,944-6 


SCRIMGEOUR,  JOHN  A.,  see  Johnstone, 

Gilbert;  and  Scrimgeour,  John  A.  ...  7162-7242 

Securities,  business  entailing  holding  of, 
deduction  of  tax  at  the  source,  impossi- 
bility of  obtaining  return,  Martin 

y 5820,  5950-1,  6068-78 


Select  Committee  of  1851-2  : 

R.  V.  N.  Hopkins  45,  p.  1 (7)  (8) 

Evidence  and  Report  : 

Allowance  for  repairs,  Board  of  In- 
land Revenue P-81 

Differentiation,  Board  of  Inland 

Revenue  . •••  p.  55  (5) 

Evasion,  Board  of  Inland  Revenue  ...  p.  75 
Terminable  annuities,  Board  of  Inland 

Revenue  P-  ^ 

Wasting  assets,  Board  of  Inland 

Revenue  P-  53  ( ) 

Wear  and  tear  of  machinery,  allow- 

ances,  Board  of  Inland  Revenue  p.  64-5  W 


...  45,  p.  2 (11) 


, 81 
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Select  Committee  of  1861 : 

R.  V.  N.  Hopkins,  Board  of  Inland 
Revenue 

Evidence  and  Report  : 

Allowance  for  repairs,  Board  of  In- 
land Revenue  p. 

Average  system,  Board  of  Inland 

Revenue  p. 

Differentiation,  Board  of  Inland 

Revenue  ...  •••  p.  55  (7)  (8) 

Evasion,  Board  of  Inland  Revenue  ...  p.  75 
Terminable  Annuities,  Board  of 

Inland  Revenue  ...  p.  71  (3)  (5)-(7) 
Wasting  assets,  Board  of  Inland 

Revenue  P-  (3) 

Select  Committee  of  1906  : 

Sir  Charles  Dilke’s  report,  Board  of 

Inland  Revenue  P-  ^ <2) 

Evidence  and  Report  : 

Differentiation,  R.  V.  N.  Hopkins 

4049-52,  4079,  4215,  pp.  55  (10)-(15),  56 
Evasion,  Board  of  Inland  Revenue  ...  p.  75 
Graduation,  Board  of  Inland  Revenue 

p.  52  (13),  p.  53-4 
Taxation  at  tho  source.  Board  of 

Inland  Revenue  ...  ...  p.  62  (b)  (B) 

“ Unearned  income,”  Board  of  In- 

land  Revenue •••  •”  p’ 

Self-Help  Societies,  see  Thrift  and  Self-Help 
Societies.  , , 

Self-Insurance,  Allowance  equal  to  market 
rate  of  insurance  where  owner  takes  risk, 

Martin  •;*  .,-5817  W 

Seligman,  Professor,  Columbia  University, 

U.S.A.,  on  taxation  at  the  source,  Board  of 
Inland  Revenue  p‘  ' ' 


Settlements : 

See  also  under  Evasion 

Funds  accumulating  for  benefit  of 

Charge  of  Super-tax  which  would 
have  been  payable  if  income  had 
been  vested,  proposal,  Harrison 

26,877-90,  27,120-7 

Relief  under  Finance  Act,  1917, 
Harrison , 27,195-7;  Board  of 

Inland  Revenue  P-  193  W 

Sevenoaks  and  District  Women’s  Service 
Society,  resolution  in  favour  of  separate 
taxation  of  married  persons 

SEWELL,  SAMUEL  JAMES,  on  behalf  of 
the  Hire  Traders’  Protection  Association 
(joint  evidence),  method  of  assessment  of 
hire-purchase  trade  and  proposed  revision 

24,603-11,  24,639-703 
Shand,  Lord,  quoted,  Bishop  of  Bristol  ...  13,279 
Shanklin  Women’s  Service  Society,  resolution 
in  favour  of  separate  taxation  of  married 

persons  ••• 

Share  transactions  profits,  escape  from  taxa- 
tion in  certain  cases,  and  proposal  re, 

Franklin  25>611-58 

Shareholders,  greater  number  of,  well-to-do 

people,  Money 10,823-8 

SHARLAND,  W.,  Assistant  Chief  Inspector 

of  Taxes 20,915-21,278 

Amenity  and  other  lands  20,976-88,  21,193-207 

Farmers  : 

Account  keeping  20,966  7 

Assessment  20,950-6,  20,960-74, 

21,058-64,  21,118-92,  21,208-9, 

21,211-27,  21,240-7 

Farmhouses,  assessment  20,974 

Ireland  : 

Houses  and  buildings  assessment 

21,016-26,  21,073-6 

Income  Tax  21,226-30 

Land  and  property  assessment 

20,990-1043,  21,065-8,  21,077-86,  21,231-9 
Poor  Law  valuation  20,992-1005,  21,069-86 
Property  not  included  in  valuation 

list  21,040-3 
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SHARLAND,  W.—cont. 

Land  and  Property  : 

Assessment  20,915,  21,251-5 

Occupied  as  ancillary  to  a trade 
assessed  under  Schedule  D ...  20,975 
Payment  of  tax  by  owner  ...  21,091-106 

Re-assessment  20,917,  20,919-21, 

21,045-55,  21,256-7 
Repairs  allowance,  20,923-6,  20,928- 

49,  21,056-7,  21,107-17,  21,258-67 
Nurseries  and  market  gardens  ...  20,957-9 

Woodlands,  assessment  21,268-77 

Shipbuilding  Employers’  Federation,  evidence 
on  behalf  of,  see  Biggart,  Thomas  ...  16,057-183 

SHIRKIE,  ROBERT,  Secretary  of  the 
National  Federation  of  Colliery  Engine- 
men  and  Boilermen,  etc.,  on  behalf  of  the 
Trades  Union  Congress  Parliamentary  Com- 

mi_^tee  9135-423 

Bachelors,  tax  on  9302-3,  9329-37 

Capital  levy $275 

Children  allowance  9145  9268-72 

Dependants’  allowances  9145,  9291-3 

Exemption  limit,  9136-43,  9156-70,  9172- 
8,  9183-210,  9200-10,  9218-9,  9230-7 
9242-71,  9274-5,  9304-26,  9372-89, 

9395-407,  9410-20 

Graduation  9138,  g2H_5 

Hamilton  County  Court,  Income  Tax 
cases,  9139,  9156-70,  9252-90,  9318-22, 

T 9404-6 

indirect  taxation  g2l6,  9265-7 

Overtime  pay,  9144,  9220-3,  9238-46,  9338 

-41,  9390-4 

Quarterly  assessment  9258,  9276-83 

Trades  Union  Congress  ...  9135,  9294-301 

Wage-earners,  deduction  of  tax  by  ern- 

Ployers  9259-64 

Wife  allowance  9145,9268-72 

Shops,  internal  improvements,  allowance 

advocated,  Cook  17  723 

Sick,  Accident  and  Provident  Contributions,  Allow- 
ance : ’ 

Advocated,  G.  B.  Carter  ...  20,139,  20,144 

How  far  given,  Board  of  Inland  Bevenue 
a.  p.  198  (12) 

Simple  Tax,  impossibility,  Stamp  g58l 

Simplification  of  tax,  need  for,  B.  V.  N. 
Hopkins,  4401-3;  W.  Cash,  8278,  8301-4; 

Money  * 10, 542 

SINGER,  ADAM  MORTIMER  ...  5170-5463 

Hardships  of  Double  Income  Tax  in 

U.S.A.  and  United  Kingdom,  and 

examples  5170-90,  5226-74 

Singer  Manufacturing  Company, 

5275-91,’5310-20,  5362-6 
Singer  Manufacturing  Company,  British  and 
Scotch  Company,  position  and  relation  with 
American  Company,  Singer,  5275-91 

5310-20,  5362-6;  G.  M.  E.  Jones [ 5376-8 

Slate  Clubs,  distinction  from  Thrift  Societies 
Bohn,  2200-4,  2205-7,  2210,  2321 ; 

Buckeridge  ...  ’ 2228 

Snowden,  Philip : 

on  Differentiation,  1906  p 55  /14\ 

Graduation  scheme,  1906,  Board  of  Inland 

Bevenue  p 52  /14x 

on  Taxation  at  the  source,  1906  ...  p.  62  (7) 
Society  of  Incorporated  Accountants  and 
Auditors,  evidence  on  behalf  of,  see  Rayner 
William  George  8839-9105 

Soldiers,  Sailors,  &c. : 

Assessment  of  rations  and  clothino- 
difference  between  treatment  of  forces’ 

Hughes  ’ 

Demobilised  : 00 

Average  of  current  year  and  last  two 

years,  concession,  Hughes  ...  . 4556 

Average  of  last  three  years  of  civilian 
life  should  be  basis  of  assessment, 

Hughes  4556-7 


Soldiers,  Sailors,  &c  —cont. 

Special  rates,  11.  V.  N.  Hopkins, 
pp.  3 (20),  10  (48),  17;  Harrison,  p.  174; 

Board  of  Inland.  Bevenue 

p.  52  Note,  p.  187  (4)  (8) 

South  Africa : 

Dividend  taxes,  Auerbach 2160 

Double  Income  Tax,  see  that  title. 

Government  resolution  at  Imperial  Con- 
ference 1911,  re  Double  Income  Tax, 

McLeod  is76 

Income  Tax  : 

Assessment  of  married  persons,  Board 

of  Inland  Bevenue p.  106 

Assessment  of  farmers,  Sharland, 

20,968;  Board  of  Inland  Bevenue 

pp.  141,  142 

Charge  on  all  income  arising  within 

country,  Harrison 6341 

Children  allowance,  Board  of  Inland 
Bevenue  ...  ...  ...  ...  p.  109 

Graduation  : 

Comparison  with  United  King- 
dom, B.  V.  N.  Hopkins  ...  p.  99 

Method  p.  107  (12) 

Life  Assurance  offices,  assessment, 

Furtado  27,856 

Life  Assurance  premiums  allowance, 

Furtado  27,372,  27,373 

Rates  of  tax,  Board  of  Inland  Bevenue 

PP-  HO,  111,  112 

Reliefs  in  respect  of  wife  and 
children,  Board  of  Inland  Bevenue, 

pp.  110,  113,  114 

Scope  of,  Harrison  6303 

System,  Sir  F.  Young,  785;  B.  V.  N. 

Hopkins  p.  99 

Super-tax,  evasion,  prevention,  Harrison  14,342 

Taxation,  increased  for  war  purposes, 

Sir  F.  Young  ’ 735 

Southern  Rhodesia,  Life  Assurance  premiums 

allowance,  Furtado  ...  ...  27  372  27  373 

South  Wales  Miners’  Federation,  evidence  on 
behalf  of,  see  Edwards,  Charles,  M.P.  2328-2656 
Southampton  Women’s  Service  Society, 
resolution  in  favour  of  separate  taxation 
of  married  persons  2943 

Special  Commissioners : 

Appeals  to,  see  under  Appeals. 

Appointment  : 

of  Accountants : 

Approved,  Howe,  13,716-9;  Quin, 

. 24,372,  24,374-7,  24,380 

Objection  to,  Holme, 

» , 24,018-20,  24,081-104 

Defects  of  present  system,  Holme 
0 . . 23,891,  23,997-4000 

Solicitors  or  barristers  of  ten  years’ 
practice  only  should  be  eligible, 

Holme  23,891,  24,001-24, 

24,098-100,  24,128-31 

Assessments  by: 

see  also  under  Schedule  D. 

Aggregate  duty  assessed,  1916-17 
1917—18,  and  1918-19,  Howe  ...  13,414 
Aggregate  income  assessed,  1916-17 

1917- 18,  and  1918-19,  Howe  ..[  13,414 

Extent  of,  at  present,  Harrison  ...  15*442 
as  Formal  matter,  extent  of,  Howe  13,685-7 
Large  numbers  from  some  districts, 

possible  reasons,  Howe  ...  13,623-33 

from  Medical  men  and  solicitors, 

largo  number,  Howe  ...  13,634-47 

Nature  of,  Collins  ...  p.  27  (14)’  p.  34 
Notice  of  desire,  question  of  exten-  ’ 
sion  of  time,  Howe,  13,428;  Harri- 
son   25,096 

Numbers,  1916-17,  1917-18,  and 

1918- 19,  Howe  13  414 

Option,  proposal,  Best,  Eborall,  Osier, 

Young  25,709,  26,065-6 

at  Option  of  taxpayer,  Ereaut  ...  4917-9 
Reliefs,  statutory  power  to  deal  with, 

desirable,  Howe,  13,421-4,  13,439-40, 
13,506-12;  Hairison 25,096 
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Special  Commissioners— cont 

Assessments  by — cont. 

under  Schedule  E,  transfer  to  Sur- 
veyors, advocated,  Best,  Eborall, 

Osier,  Young 

Super-tax,  see  that  title. 

Character  of  cases  dealt  with,  Howe 

13,414,  13,767 

Competency  of.  to  deal  with  agriculture, 

Howe  ...  ...  ...  • ••  13,733—6 

Constitution  : 

Continuance  as  at  present,  proposed, 

Parsons 

Enlargement  of,  would  ho  useful,  but 
question  whether  public  would  go 
to,  in  preference  to  Local  Commis- 
sioners, Collins  

Particulars  re,  and  method  of  ap- 
pointment, Howe,  13,406-7,  13,596- 

608,  13,613-22,  13,776-9,  13,799-800 

Decisions  : 

Determination  announced  by  regis- 
tered post,  statutory  authority  for, 
proposal,  Howe,  13,457-60;  Harri- 
son 

Excess  Profits  Duty,  statistics, 
1916-17,  1917-18,  and  1918-19, 

Howe  

Excellent  and  fair  in  work,  Lakin- 

Smith 

Fair  treatment  from,  doubted  by  tax- 
payers, Parsons 

Publication  proposal,  Lalcin-Smith, 

7707;  Rintoul 

Exercise  of  other  functions  in  capacity  of 
Inland  Revenue  officials  should  be  dis- 
continued, Holme 


25,028 


13,417 


8185 


1853-5 


25,406 


23,891 


Sporting  Rights— cont. 

Double  tax  on,  Wood,  Havilancl,  22,430, 

22,549-50;  Harrison  27,074-119 

SPRY,  C.  G.,  Assistant  Secretary  to  the 

Board  of  Inland  Revenue  2657—2938,  10,122—10,291 
“ Ability  to  Pay,”  tests  of  and  bases 

2676-8,  2686-8,  2715,  2821-2 

Allowances  2828,  2838-41 

Bachelors,  widowers,  spinsters,  widows, 

special  tax 2329-37 

Burden  of  tax  ...  ...  2809-11,  2828 

Children  allowance 2864 

Concerns  in  England  carrying  on 

TRADING  OPERATIONS  WHOLLY  OR  MAINLY 
ABROAD  : 

Position  of  shareholders  and  pro- 
posals for  relief  of  non-residents 

10,122-290 

10,129-42,  10.184-5, 

10,208-9,  10,244-63 

2715,  2729-31,  2894-9 

2694,  2746-50,  2871-2, 

2879-80,  2882-3,  2923-9 

2796-7 

2697-8 


Collins,  317-9 ; 


p.  34; 

13,408,  13,725-6 
13,597-9 
13,582 

13,609 
13,775 


15,923 


Removal 


Evasion 

Exemption 


13,418 


Functions  : 

Details, 

Howe  

Judicial  nature  of,  Howe 
as  Impartial  body,  Howe  ... 

Ireland,  see  that  title. 

Payment,  Collins,  317 ; Howe 
Pension,  Howe 

Position  of,  general  misunderstanding  re, 
and  should  be  made  clear,  Bremner  ... 
Procedure  by  affidavit,  and  proposed 
power  to  receive  oral  evidence,  Howe 

13,488-90,  13,751 

Salaries  charged  to  Inland  Revenue  Vote, 

Howe  13.784,  13,802-4 

Satisfaction  given  by,  Howe  13,612 

Status,  Howe  13,799-811,  13,814-5 

“ Stipendiary  Commissioners  ” proposed 

as  title,  Howe  13,444-5 

System,  Collins  282-3 

Total  revenue  raised  by,  1916-17,  1917-18, 

1918-19,  Howe 
Specific  cause,  see  under  Partners  and  Reliefs. 

Speculation  Profits : 

Position  re,  It.  V.  N.  Hopkins  252-4 

Taxation  : 

Difficulty,  Towle  ...  ...  21,334-6 

Difficulty  and  proposal,  W.  Cash  ...  8286 

Good  in  theory,  but  practical  diffi- 
culties, and  suggestion,  B.  N. 

Carter  ...  3144,  3257-62,  3432-4 

Losses  might  be  declared  and  profits 

concealed,  B.  N.  Carter  ...  ...  3144 

Transfer  duty,  advocated,  rather  than 

Income  Tax  on  profits,  Furtado...  25,577—81 

Spinsters  at  60,  continuance  of  half  average 
earned  income  to,  scheme,  Beck 

17,103-11,  17,123-34,  p.  128-32 

Sporting  Rights : 

Assessment  : 

Advocated  in  every  case,  but  not 
necessarily  separate  from  land, 
Harrison  ...  ...  27,065-73 

History  of,  Board  of  Inland  Revenue  p.  146 
Memorandum  by  Board  of  Inland 
Revenue  P*  146-7 


Graduation 
Marriage  allowance 
Married  Persons  : 

Alternative  methods  ...  ...  •••  2680-5 

Amount  of  tax  and  graduation  the 
main  question,  2659,  2675,  2705, 

2715,  2794-5 

Income  Tax  an  incentive  to  marriage, 

2663,  2673(b),  2706 

Joint  assessment,  justification  for, 
and  advantage,  and  reply  to  argu- 
ments against,  2661,  2662,  2664, 

2673,  2678-9,  2706-7,  2719-20, 

2762-6,  2771,  2801,  2884-8 
Joint  business  ...  ...  ...  •••  2782-93 

Separate  Assessment : 

Apportionment  of  gain,  2672, 

2715,  2802 

where  Joint  income  under  £500, 
in  certain  cases,  and  limit 
might  be  increased,  2691-2, 

2781,  2786,  2849-53,  2861-3,  2901-6 
Objections  to,  and  estimated  loss 
of  revenue  2668—73,  2681, 

2706-9,  2729-31,  2745,  2755-61, 

2816-20,  2842-3,  2854,  2866- 

70,  2889-99,  2907-11 
Separate  returns,  2657-8,  2702-4, 

2718,  2772-80,  2813-5,  2860,  2912-9 
Partners,  some  in  England  and  some 
abroad,  position  re  taxation 

10,219-42,  10,254-87 

vVar  bonuses 2935-8 

Wife  allowance  2664,  2673  (b),  2697, 

2700-1,  2715-6,  2744,  2751-4,  2771, 

2799,  2864,  2888 

STAINES,  W.  LEONARD,  on  behalf  of  the 
Central  Association  of  Accountants  (joint 
evidence),  see  Campbell,  Athol,  and  Staines, 

W.  Leonard  23,797-868 

STAMP,  Dr.  J.  C.,  C.B.E.,  D.Sc.  (Econ.), 

London  9571-9862,  p.  127-8 

“ Ability  to  pay  ” principle  9602 

Account  keeping  ...9768—76,  9800—1,  9803,  9830 
Agency  9578-80,  9614-5,  9618-38,  9659- 
67  9703-12,  9721-35,  9780-1,  9794-6, 

9828-9,  9832-7 

Arrears  

Assessment  basis  ...  9668-79,  9764,  9815-23 

Control  9574,  9849-54 

Distribution  of  reserves,  escape  of  taxa- 
tion on  9858-61 

Double  Income  Tax  9573,  9575,  9577, 

9648-58,  9664-5,  9826-7,  9850-2,  p.  115-6 

Evasion  9638,  9768-70,  9803-4,  9807 

Exemption  limit  9845-8 

Farmers  9805-6 

Foreign  investments  in  England  ...  ...  9777-9 

Graduation  9503,  9604-12,  9790-1 

Married  Persons,  assessment  of  9584,  9680-2, 

9842-4 
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STAMP,  Db.  J.  C.— cont. 

Plant  and  machinery,  depreciation, 

9590,  9594-6,  9600,  9602-3,  9611,  9688- 

. 702,  9714-5,  9758-61,  9824-5 

-Psychological  factors  ...  9638-41,  9792-3 

Simple  tax  ...  ...  ...  J 9581 

Sinking  fund  system  9755-7,  9784^7,  9855-6 

Taxation  at  the  source  ...  9582,  9611-2,  9783 

Terminable  annuities,  life  interests,  &c....  9601-3 
War  Loan  dividends  “ free  of  tax  ” 9713 

Wasting  assets  9589-93,  9597-600,  9687 

9693-702,  9716-20,  9743-51,  9754 
W ife  allowance  9585-7,  9683-6,  9788-9,  9797-9 
Stamps,  payment  by,  see  under  Payment. 

Standard  Life  Assurance  Co.,  evidence  on 
behalf  of,  see  Macnaghten,  Steuart 

o,  . „ . 16,588-93,  17,072-89 

btar  Assurance  Society,  evidence  on  behalf  of, 
see  Macnaghten,  Steuart  16,588-93,  17,072-89 

Stead  Memorial  Fund : 

Evidence  on  behalf  of,  see  Arbuthnot, 

„M,r.8'  , 20.097-137 

Particulars  re  hostels  founded  by,  and 
claim  to  exemption  under  Schedule  A. 
Arbuthnot  20,107-10,  20,131-6 


STEEL,  JAMES,  M.A.,  F.S.I.,  F.A.I.,  on 
behalf  of  the  Property  Owners’  and  Factors’ 
Association  (Glasgow),  Limited  ...  20,522-641 

House  Pbopehty  : 

Allowance  for  repairs,  etc.  20,531-4 
20,537-40,  20,542,  20,608-13,’ 

_ 20,559-69 

Depreciation  20,537,  20,581-607 

Scotland,  character  of,  hardships  on 
owners,  and  proposed  remedies  20,525-640 
Land  and  property,  taxation  only  on 
actual  income  ...  20,541,  20,542,  20,619-34 

Steel  works,  value  of  land,  negligible  com- 
pared with  value  of  buildings,  It  B 
Hopkins  ...  13,090-113 

STEEL  MAITLAND,  Sir  ARTHUR,  director 

of  the  Rio  Tinto  Company  27,953-28,036 

Control,  dangers  of  present  taxation 
system  and  question  of  remedy, 

27,960-3,  27,970-6,  27,981-3,  27,999-8002 
Double  Income  Tax  27,954-64,  27,979 

27,991-5,  27,997-8,  28,008^9,  28,015-8 
Rio  Tinto  Company,  example  of  evils  of 
double  taxation  27,954-9,  27,986-9, 

28,010-3,  28,033-5 
Undistributed  profits  27,961,  27  900 

STEWART,  JOHN,  on  behalf  of  the  National 

Farmers’  Union  of  Scotland 23,710-23  796 

Appeals  ...  23,714,  23,717,  23,724-7, 

23,748-56,  23,760-2,  23,781-90 
Clerks  to  the  Commissioners 

23,715-6,  23,734-47,  23,770-1,  23,791-4 
I armers,  submission  of  accounts 
_ , 23,713,  23,775-80 

General  Commissioners  23,711-4 

23,724-33,  23,757-69,  23,’ 774-80,  23,795 

Stock  Certificates : 

no  Difficulty  experienced  in  obtaining 

clients’  signatures  to,  Nelson 19,807 

Fobm  : 


Stoodley,  E.  E.  : 

on  Evasion,  1905,  Board  of  Inland 

Bevenue  p 75 

011  Terminable  annuities,  1905,  Board  of 
Inland  Bevenue  ...  ...  p.  72  (9) 

Straits  Settlements : 

no  Children  allowance,  Board  of  Inland 
Bevenue  ...  ...  ...  p jio 

Graduation  method,  Board  of  Inland  ' 


Bevenue 

Life  Assurance 

Furtado  

Life  Assurance  premiums, 
Furtado 


p.  107  (10) 
assessment, 

27,856 

allowance, 

27,372-3 

Subsidiary  Companies : 

Losses  should  be  allowed  against  profits  of 
parent  companies,  Campbell,  Staines, 

23,808;  Budd,  23,886,  24,041-2;  Bintoul 

t>  n,  , , , 25,401,  25,424 

.Fronts  and  losses  should  be  aggregated, 

B V . N . Hopkins 13,049,  13,077 

in  United  Kingdom  of  foreign  manufac- 
turing concerns,  evasion  of  tax,  and 
taxation  on  turnover  advocated,  John- 
ston  ...  ...  ...  ...  19,362-72,  19,377 

successions,  reliefs,  provisions  re,  Harrison...  15,181 

SULLEY,  PHILIP  23,516-709,  p.  160-1 

Accounts,  submission  of  23  656-7 

Additional  Commissioners  ...  ...  ...  23  542 

Advertisements  in  Press  ...  ...  ...  23  573 

fppeals  23,543 

irrears  23,544 

Assessors,  proposed  abolition  23,542,  23  634-8 
Evasion  and  fraud  ...  23,545,  23,554,  23’651-6 

Exemption  limit  ...  ...  ...  23  705—6 

Fabmebs  : 

Account  keeping  ...23,589-94,  23,658-64 
Assessment  ...23,536-9,  23,598,  23,659-69 
norms  23,516,  23,518,  23,520-32, 

^ 23,550-2,  23,574-82,  p.  161 

Free  of  tax  ” dividends  23,533,  23,606- 
,,  , ^ . . 30,  23,680-9 

General  Commissioners  ...  ...  23  543 

General  Information  offices  ...  23  701-4 

Income  Tax,  public  attitude  23,515-6  23  554 

Instruction  leaflets 23  577-9 

Land  and  property,  yearly  valuation  ...  23,535 
National  Tax  ” 23,516,  23,531,  23,554,  23,556-8 

Payment  by  discount  vouchers  23  603 

Prepayment  23,544,  23,601-2,  23,640-50 

Removals  ...  ...  ...  23  544 

Repayment  claims  23,533'  23,623-4 

Retubns : 

Demand  for.  proposed  poster,  23,518, 

„ . . 23,554,  p.  160 

Omission  to  make 

_ , , . 23,517,  23,544,  23,559-72 

Schedules,  proposed  rearrangement 

23,534-41,  23,583-8,  23,690-7,  23,707-9 
Scotland,  Surveyors  23,542,  23,600,  23,670-9 

Weekly  wage-earners  23  554-5 

Year  of  assessment 23,519,  23,698-700 

Sumner,  Lord,  on  control,  Board  of  Inland 
Revenue p.  73,  75  (6);  p.  ng  (12) 

Super-tax : 


Approved,  W.  Cash 

8291,  8354-66,  8486-8,  8595-8 
Objections  to,  Bayner  8840,  8865-7,  9036-76 
Value  of,  London  ...  ...  ...  12  481-91 

Stock  Exchange  Committee,  evidence  on  ’ 
behalf  of,  see  Johnstone,  Gilbert,  and 
Scrimgeour,  John  A.  ...  ...  ...  7162-7242 

Stockbrokers,  etc.,  return  of  all  payments,  for 
rent,  interest,  salaries,  fees,  commissions, 

etc.,  advocated,  Mackie  24,793  (8) 

Stock-taking,  loss  to  Revenue  from,  in  some’ 
cases,  and  opinion  re  correct  method, 

London  12,410-25,  12,488-9,  12,535-44, 

. , . 12,566-84,  12,627-47 

Stock,  valuation  of,  Parsons  ...  ...  1817—8 


Abolition  : 

Proposed,  Schooling  966-87,  1019 

and  Steeper  graduation  of  Income 
Tax,  advocated,  Cook  17,709,  17,847-54 
Act  of  1914,  B.  V.  N.  Hopkins  ...  p.  3 (19) 
no  Allowance  for  Life  Insurance  premiums 

since  1916,  B.  V.  N.  Hopkins  ...  255-6 
Amount  of  tax  payable  on  certain  incomes 

and  effective  rates,  It.  V.  N.  Hopkins  p.  6 
Assessment  : 

Basis  of : 

Reductions  in  limit  for,  since 

war,  B.  V.  N.  Hopkins  ...  80-5 

should  be  Same  as  for  Income 
Tax,  Cook  17,719 
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Super-tax— cont. 

Assessment — cont. 

more  Detailed  returns,  advocated, 

Harrison  14,421-30,  14,499, 

14,568-72,  15,271-3 
on  Net  income,  after  deduction  of 
Income  Tax,  criticism  of  proposal 
and  objections  to,  Harrison,  25,353; 

Board  of  Inland  Revenue p.  191 

Notice,  form,  Harrison  ...  p.  169-70 
Power  to  Board  of  Inland  Revenue 
to  examine  returns  and  make  sur- 
charge, Harrison  ...  ...  14,431-4 

of  Private  limited  companies, 

impracticability,  W.  Cash  8282,  8368-71 
Procedure,  criticism,  and  need  for 
power  to  Commissioners  to  call  for 
particulars  of  income,  Harrison 

14,421-30,  14,499,  14,568-72 
Sending  in  of  returns  to  Surveyors, 
and  assessment  by  Special  Com- 
missioners, proposal,  Harrison 

15,339-55,  15,361-75 
by  Special  Commissioners,  B.  V.  N. 

Hopkins,  46;  Collins  318,  p.  27  (14),  p.  34 
(108) 


by  Special  Commissioners : 

Continuance  advocated,  Brem- 

ner,  15,897,  15,977-85 

Number,  aggregate  income  and 
aggregate  duty,  1916-17, 

1917-18,  and  1918-19,  Howe  ...  13,416 

Objection,  Ereaut  4791 

Right  of,  should  continue, 

Harrison  15,343-4,  15,441-7 

by  Surveyors : 

Advocated,  W.  Cash,  8280, 

8323-31 ; Pratt,  19,941, 

20,015-7;  Campbell,  Staines  ...  23,800 
under  Direction  of  Special  Com- 
missioners, with  appeal  to 

Special  Commissioners : no 

advantage  seen,  Bremner  15,977-85 
Option  of,  would  be  approved, 

Bremner  16,023-4 

Budget  estimate,  Exchequer  receipt,  net 
receipt,  net  produce  and  other  par- 
ticulars, 1909-10  to  1918-9,  B.  V.  N. 

Hopkins  25 

Canada,  B.  V.  N.  Hopkins p.  100 


Central  Collection  : 

Advantages,  Binns  ...  ...  •••  23,463 

Criticism,  Brown  22,219-20 

Cessation  of  income,  non-payment  for 
previous  year,  concession  might  be 

allowed,  It.  N.  Carter  3318-24 

Classification  of  Super-tax  payers  and 
incomes,  1909—10  to  1918—19,  B.  V . N. 

Hopkins  P-  ^6 

Comparison  between  profits  made  and 

dividends  paid,  Harrison  ...  •••  14,393 

Effective  rate  smaller  than  generally 
supposed,  Money  10,543,  10,546, 

10.571-80.  10,638-58 


Evasion,  B.  V.  N.  Hopkins,  237-40,  351, 

4390,  4404-11;  Sir  F.  Young,  785; 

B.  N.  Carter,  3325-30;  Martin,  6022- 
35,  6103—4 ; Currie,  7953,  7961;  Money, 
10,646-58,  10,787-838;  Garnett,  14,010, 
14,027-8;  Harrison,  14,328-36,  14,338- 
88  14,391-502,  14,507-18,  14,526-36, 

14,579,  15,088-91 

as  Graduated  Income  Tax,  difficulties 
under  present  system,  though  would 
have  certain  advantages,  B.  V.  N. 
Hopkins  ...  •••  •••  •••  •••  ^ 

Graduation  and  no  alteration  necessary, 

B.  V.  N.  Hopkins  •••  4046 

on  Gross  income  v.  net  income,  Harrison 

14,537-51 

History,  B.  V.  N.  Hopkins  p.  3 (20),  p.  52  (16) 
on  Incomes  above  £1,000,  proposed, 

Ereaut  4780,  4854,  4864-5 

Increase  : 

Additional  revenue  which  might  be 
obtained  from,  It.  V.  N.  Hopkins 

4009,  4010,  4075- 


Super-tax— cont. 

1 N GREASE — COnt. 

Advisability,  question,  B.  V.  N. 

Hopkins  4118-24 

Effects,  question  of,  B.  V.  N. 

Hopkins , 4230-2,  4365-7,  4355-60, 

4449-51,  4462-3 

Expression  in  terms  of  effective  rate 
instead  might  be  advantageous, 

B.  V.  N.  Hopkins  ...  ...  ...  4374-7 

on  Incomes  above  £5,000  to  recoup 
loss  from  reduction  on  incomes  up 
to  £2,500,  proposal,  B.  V.  N. 

Hopkins  ...  4011-4,  4075-9,  4098-111 

Removal  of  capital  from  country  as 
result,  danger  not  great,  unless 
increase  considered  unjust, 

B.  V.  N.  Hopkins  4011-2,  4118- 

20,  4134-48,  4261-70 

Interest  on  arrears  of  Estate  Duty,  as 
deduction  for  purposes  of,  to  successor, 
Harrison  ...  ...  ...  27,133—59 

Introduction,  1909-10,  B.  V.  N.  Hopkins 

45,  p.  3 (19) 

Loss  to  Revenue  from  payment  of  propor- 
tion of  year’s  tax  only  in  event  of 
death,  not  great,  B.  N.  Carter 

3360-83,  3464-5 

Merging  of,  with  Income  Tax  : 

not  Advocated,  B.  Cox  26,622 

26,672-7,  26,704-7 
Chronology  question,  Quin  8246-52,  8258-61 
greater  Complexity  would  result 
while  tax  chargeable  at  different 
rates  on  different  slices  of  income, 
Harrison  ...  25,017-20,  25,299-325 

Flat  rate  for  ordinary  Income  Tax, 
would  be  necessary,  with  separate 
system  for  commercial  concerns, 

Bayner  ...  ...  ...  ...8869-76 

Inconvenience  to  taxpayers  would  be 

serious,  Harrison  14,560-4 

not  Objected  to,  in  principle,  but 
difficulty  unless  Income  Tax  first 
reformed,  Harrison  ...  ...  14,553-64 

Proposals,  Brdbrook,  1547-59;  Lakin- 
Smith,  7707,  8169-80;  W.  Cash, 

8332;  Bayner,  8844,  8869-76; 

Money,  10,546 ; Pratt,  19,903, 
19,938-40;  Hewitt,  21,564,  22,013- 
8;  Quin,  24,358;  Mackie  ...  24,793  (14) 

and  Taxation  at  the  source,  Lakin- 
Smith,  7707,  8169-80;  Quin,  8202- 
4;  Currie,  8265-70;  Harrison, 

25,016,  25,308-12 

Merging  in  routine  of  Surveyor’s  office 
advocated,  Matthews,  Bawes.  Kelly 

22,558,  22,619 

Net  produce  of,  1919—20,  Board  of  Inland 
Revenue  ...  ...  ...  ...  pp.  78,  79 

from  Non-Residents,  see  under  Non- 
Residents. 

Objection  to  system,  Money  10,543 

should  be  Payable  only  when  source  of 
income  continuing  into  year  of  taxa- 
tion, Channell  (quoted)  ...  ...  ...  15,915 

Payment  on  remainder  of  income  after 
Income  Tax  deducted,  considered, 
Harrison,  25,351—3;  Board  of  Inland 

Revenue  P-  1^1 

Payers,  numbers,  1917-18  and  1918-19, 

B.  V.  N.  Hopkins  68-72,  85-7 

Postponement  of  payment  where  income 
seriously  reduced  owing  to  war,  B.V.N. 
Hopkins  ...  ...  • •••  p.  10  (48) 

Preferential  position  of  shareholders  in 
companies  over  partners  in  private 

firms,  Cook 17,718,  17,763-8 

Rates,  B.  V.  N.  Hopkins  ...  ...  404o 

Reference  of  cases  of  possible  liability  to, 
to  Special  Commissioners  by  Surveyors, 

Best  25,859-69,  25,982-7 

Report  of  Select  Committees  of  1906 

pp.  52  (15),  53  (7)-(ll) 
Returns  called  for,  from  everyone  believed 

to  be  liable  to,  Harrison  25,129-37,  25,169-70 


318 


ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


Super-tax— cont. 

Separate  administration,  objections  to, 

Best,  Eborall,  Osier,  Young  ...  25,712  25,859 
25,712,  25,859 

South  Africa,  R.  V.  N.  Hopkins p.  99 

Special  reliefs  to  meet  war  conditions, 

Board,  of  Inland  Revenue  p.  187 

System,  R.  V.  N.  Hopkins 

9,  67,  72,  pp.  6 (13),  (14),  11 
Tenants  for  life  of  settled  estates,  hard- 
ship to,  and  annual  Life  Insurance 
premiums  should  be  allowed  as  deduc- 
tion, Martineau  24,172-320 


Superannuation  or  Pension  Funds  : 

Advantages,  Mitchell  ...  4478,  4479,  4492 

Contributions  to,  allowance  advocated, 

Hatton  24,923-7,  24,932-9 

Employees’  contributions  : 

Allowance  for : 

Dependence  on  nature  of  pro- 
spective benefit,  Board  of  In- 
land Revenue  p.  184-5 

in  Some  cases  and  advocated  in 
all,  Mitchell,  4472,  4483, 

4491,  4492,  4505,  4511-2; 

Booty  12,068 

Employers  ’ contributions  : 

Allowance  for : 

under  Certain  conditions,  Board 

of  Inland  Revenue  p.  184 

in  Some  cases  and  advocated  in 
all,  Mitchell,  4471,  4483,  4491, 

4500-4,  4511-8;  Booty 12,068 

Grievance  aggravated  by  increased  tax, 

Mitchell  ...  ...  ...  ...  ...  4491 

Interest  or  dividends  on  invested 

FUNDS,  TAXATION  : 

Claims  to  relief,  reply  to,  Board  of 

Inland  Reven  ue  p.  185 

Exemption  : 

Advocated,  Booty 12,068 

Estimated  cost,  Board  of  Inland 

Revenue  p.  186 

Mr.  Mitchell’s  claim,  opinion  re, 
and  no  objection  would  be 
made,  Board  of  Inland  Re- 
venue   p.  186 

Position  not  analogous  to  that  of  Life 
Insurance  offices,  Mitchell  4482,  4492 
Taxation  systems,  Mitchell,  4473, 

4491,  4492;  Board  of  Inland  Re- 
venue   p.  185 

Membership,  invested  capital,  annual  re- 
venue and  payments,  Mitchell 4466 

Pensions,  taxation  system,  Mitchell, 

4473,  4495-9,  4525-9 ; Board  of  In- 
land Revenue  p.  185  (4) 

Public  Companies  and  Corporations,  posi- 
tion of,  Board  of  Inland  Revenue  ...  p.  186 

Sources  of  income,  Mitchell  4470 

Taxation  : 


Board  of  Inland  Revenue,  scheme 
for  deduction  of  tax  on  pensions, 

Mitchell  44g0 

Criticism,  Mitchell  4474,  4506 

Exemption  : 

Claim  to,  Mitchell,  4476-7,  4480, 

4483,  4491-2,  4508-10,  4536-7 
in  certain  Dominions  and  India, 

Mitchell 4481,  4492 

Solvency,  endangered,  Mitchell 

4475,  4492,  4519-36 
Standard  arrangements  proposed, 

Mitchell  4474,  4489,  4507 

U.S.A.,  R.  V.  N.  Hopkins p.  103 

Working  of,  Mitchell  ...  4469,  4491,  4535 


Surcharges,  see  under  Surveyors. 


Surveyors : 

Advantage  of  Additional  Commissioners 

to,  Binns  ...  ...  ...  ...  23,505-10 

Allowance  by,  of  claims  for  relief,  pro- 
posal, Binns  22,970 


Surveyors — cont. 

Appointment  : 

Age  on,  opinion  re,  Collins  732  4 

through  Civil  Service  Commissioners, 
present  system,  up  to  outbreak  of 

war,  Collins  360-4 

Examination,  advanced  accounting 

advocated,  Parsons 1555 

by  Selection  board  without  educa- 
tional examination,  since  the  war, 

Collins  ...  ...  ...  ...  409-10 

Separate  examination  before  1908, 

Collins  365-6 

Special  examination  desired,  Collins 

367,  727-31 

Assessment,  collection  and  repayment 
should  be  made  at  office,  Quin,  24,328, 

24,367;  Mackie  24,793  (9),  24,804 

Assistance  of  public  by,  Collins  381-8,  735-7,  4068 ; 
Gook  17,713 


Assistant  : 

Promotion  of  tax  clerks  to,  proposal, 

Matthews,  Rawes,  Kelly 22,551 

Special  examination  desirable,  Collins  590-3 
Training,  proposal,  Webb 

6892,  6900,  7155-60 

Clerical  duties  of  Clerks  to  the  Commis- 
sioners should  be  transferred  to  office  of, 
Matthews,  Rawes,  Kelly,  22,555;  Ereaut, 

4787;  Webb  6901 

Clerks,  see  Tax  Clerks. 

Collection  at  office  of,  advocated,  Lakin- 
Smith,  7707,  7709;  Mackie,  24,793  (9)  24,804 

Courtesy  and  consideration  onjoined, 

Collins  ...  ...  ...  ...  ...  38g 

Criticism  of,  rural  districts  and 

inadequacy  of  local  knowledge,  A.B. 

26,264-8,  26,271-3,  26,309 
Departmental  examination,  Collins  ...  633 


Departmental  Instructions  to  : 

should  be  Available  to  practising 
accountants,  W.  Cash  ...  8291,  8522-9 
Publication : 

Advocated,  Lakin-Smith,  7707, 

8195-9;  R.  B.  Hopkins,  13,053 

Bremner 15,987-9 

Impossibility,  Harrison  25,100 


Districts : 

Inconvenience,  Binns 23,187 

Number,  Collins  280-1 

System,  Binns  23,209-11 

no  Uniformity  with  Commissioners’ 

districts,  Collins  278-80 

Dual  administration  with  Assessors,  in- 
stances of  drawbacks,  Campbell,  Staines  23,802 
Examination  of  accounts,  Collins  p.  30  (51)-(56) 


Functions  : 

Administrative,  of  Additional  Com- 
missioners, tendency  to  devolve 
upon,  Binns,  22,959;  Best,  Eborall, 

Osier,  Young  ...  25,699,  25,784,  25,947-8 
Certain,  should  be  transferred  to 

assessors,  Fisher  22,162 

City  of  London,  Eborall  25,874-935, 

26,003-10 

re  Assessments : 

proposed  Extension  and  transfer 
from  Assessors  and  Commis- 
sioners, Collins,  416,  513-9, 

682-4 ; Parsons,  1555,  1572-4, 
1599-602,  1843-6;  Ereaut, 

4788,  4874-6,  4929-43,  4971-83; 

W.  Cash,  8280,  8319;  Rayner, 

8842;  S.  E.  Cash.  16,077, 
16,229-32 ; Nelson,  19,797, 

19,798,  19,800;  Matthews, 

Rawes,  Kelly,  22,555-6,  22,582, 
22,605-15;  Binns,  22,971, 

23,076-7,  23,080-3,  23,234, 

23,237,  23,262-8,  23,275, 

23,350-4,  23,474,  23,496 ; Sulley, 

23,542,  23,634-8;  Campbell, 
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Surveyors— cont 

Functions — cont. 

re  Assessments — cont. 

Staines,  23,797,  23,802,  23,822- 
7,  23,857-9;  Quin,  24,328, 

24,367;  Mackie,  24,793  (9), 

24,804;  Harrison,  25,260-3; 

Rintoul,  25,404;  Best,  Eborall, 

Osier,  Young,  25,706,  25,710-11, 

25,828-30,  25,956-65 
at  Present,  Collins',  3,  313,  329, 

515;  Garnett,  13,902-9; 

Hewitt,  21,998-2003;  Hawes, 
22,605-15;  Binns,  23,016-22,  23,045 
in  Connection  with  appeals,  Hewitt, 
21,605-58,  21,679-713,  21,826-45, 

21,894-5;  Binns  22,956 

in  Connection  with  cases  before 
Additional  Commissioners,  Binns 

23,411-8,  23,468 
Details,  Hewitt  ...  ...  ...  21,973 

Memorandum,  Collins  ...  p.  27-36 

Repayment  claims,  scheme,  Harrison 

15,231-41,  15,262-70 
Statutory  powers  and  duties,  Collins  p.  35-6 
Transfer  of  certain  functions  of 
Clerk  to  the  Commissioners  to,  pro- 
posed, Binns.  23,023—8,  23,081 ; 

Best  Eborall,  Osier,  Young  ...  25,706 
Transfer  of  making  of  assessments  to, 
from  Additional  Commissioners, 
not  advocated,  A.B.  ...  26,338-40 

Transfer  of  Assessor’s  work  to, 
objections  to,  proppsal,  Hewitt, 

21,558,  21,753;  Fergusson,  22,253; 

Fisher  ...  ...  •••  22,259—71 

re  Weekly  wage-earners,  Collins  ...  347 

Good  relations  of  public  with,  hindrances 
to,  and  measures  for  improvement, 

G.  M.  E.  Jones  ...  5216-25 

Increase,  receipts  would  be  increased, 

Binns  ...  ...  •••  •••  23,511-3 

Indispensable,  Hewitt  ...  ...  21,974—5 

Information  should  be  given  to  taxpayers 
of  concessions  to  which  entitled,  S.  E. 

Cash  16>°83 

Instructions  issued  to,  as  result  of  cases, 

B.  Cox  26,776-9 

Ireland,  see  that  title. 

Improvement  in  status  and  remuneration, 

advocated,  Webb  ...  ...  ...  6892,  6900 

more  Latitude  to,  proposal,  TP.  - Cash 

8279,  8305-7 

New  men  since  the  war,  success  of, 

Collins  ...  ...  •••  •••  •••  390-1 

Number  of  adjustments  made  by,  and 
accepted  by  Commissioners,  1917-18, 

Collins  p.  31 

Offices  : 

Centralization  of  administration  work 
in,  as  completely  as  possible, 
desirable,  Nelson  ...  ...  •••  19,803 

Inadequate  accommodation  and  need 

for  improvement,  Harrison  25,056-7 

Officials  should  be  permanent,  Ereaut  ...  4787 

Original  assessments  sent  to,  from  Com- 
missioners, generally,  Collins  ...  ...  470-3 

Oversight  of  Assessor’s  work  by,  Binns  ...  23,043 
Permanent  State  officials,  Collins  ...  586-7 
Position  of,  Collins  ...  ...  ...  ...  271 

Position  in  appeals  to  General  and 

Special  Commissioners,  Collins  ...  615-20 

Powers,  no  right  to  demand  accounts, 

and  desirability  of,  Collins  ...  464-7,  682 

Procedure  in  connection  with  assessments, 

Collins  ...  ...  331,  334,  p.  28,  p.  29 

Promotion  : 

not  Dependent  on  amounts  collected, 

Collins  ...  ...  ...  •••  •••  375-80 

System,  Collins 564-6 

for  Public  Departments,  Binns  23,232 

Relations  with  Assessors  in  making  as- 
sessments, Fisher  ...  ...  ...  22,340-54 

Relations  to  Board  of  Inland  Revenue, 

Collins  ...  ...  •••  355—8,  497  -500 

Responsibility  of  work,  Collins  ...  ...  412-5 


Surveyors— cont. 

Revaluation  by,  scheme,  Best,  Eborall, 

Osier,  Young,  25,737-47,  26,090-9; 

Harrison  ...  ...  ...  ...  27,249—73 

should  See  that  taxpayer  obtains  all  bene- 
fits to  which  entitled,  Quin  ...  ...  24,342 

more  Skilled  assistance  in  investigation 
of  accounts  and  returns  would  be  advan- 
tageous, Collins  ...  ...  •••  527-30 

no  Specific  power  to  accept  compromises 

but  may  be  done,  Collins...  ...  ...  663—78 

Supervision  of  Collector’s  work,  Binns 

23,146,  23,155 

Supervision  of  work  of,  Best  ...  26,071-3 

Surcharges,  power  to  make,  and  proposal 
re,  Collins,  767-60,  p.  30  (65);  Ereaut, 

4788,  4948-53;  London,  12,397  (2), 

12,562-3;  Binns,  23,501-4;  Harrison  25,021-4 

Training,  Collins  633 

Transfer  of  completion  of  assessments  and 
preparation  of  Collectors’  duplicates 
to,  advocated,  Ereaut  ...  4787,  4923,  4948 

Tribute  to  work  of,  Webb,  6892,  6900, 

7141-4;  Budd  •••  23,871 

greater  Uniformity  of  policy  desirable, 

Nelson  19,803,  19,834-6,  19,857-9,  19,880-93 
Work,  Collins  ...  •••  •••  419,  424 

Surveyors,  Assistant  Surveyors,  and  In- 
spectors, number,  Collins  ...  ...  • ••  280 

Surveyors’  Institution,  evidence  on  behalf  of, 
see  Ryde,  Arthur  Lyon,  15,631-779,  and 
Wood,  Leslie  S.  and  Haviland,  W.  A.  22,412-550 

Sweden : 

Children  allowances,  Board  of  Inland 

Revenue  ...  ...  •••  P-  189 

Differentiation  method,  Board  of  Inland 

Revenue  ...  ...  •••  •••  •••  P-  189 

Double  Income  Tax  provisions,  Harrison  6341-2 
Wasting  assets,  system,  Hook  ...  ...  9938 

Switzerland,  graduation  by  abatement,  Board 

if  Inland  Revenue  ...  ...  •••  •••  P-  186 


Tasmania,  Income  Tax : 

Double  Income  Tax,  provisions,  Harrison 

6342-4-7 

Graduation  method,  Board  of  Inland 
Revenue  ...  ...  •••  •••  P-  187  (11) 

Scope  of,  Harrison  ...  ...  ...  6302 

Tax  Clerks : 

Class  of  men  and  suitability  for  inter- 
viewing and  assisting  public,  Eborall 
26,045,  26,051;  Best  26,046-51;  Osier  26,051 
Duties  of,  Matthews  ...  •••  22,561-7 

Initial  pay  of  junior  clerks  inadequate, 

Best  ...  ...  •••  •••  •••  26,044 

Position  of,  and  power  of  Surveyors  over, 

Best  ...  ...  •••  •••  •••  26,039—43 

Promotion,  proposal,  Matthews,  Rawes, 

Kelly 22,551,  22,576 

Recruitment  by  open  competitive  exami- 
nation, proposal,  Matthews,  Rawes, 

Kelly 22,551,  22,569,  22,583-5 

Women  : 

open  Competitive  examination,  pro- 
posal, Matthews,  Rawes,  Kelly 

22,553,  22,571-3 

Temporary,  inefficient,  should  he  dis- 
dispensed  with,  Matthews,  Rawes, 

Kelly  ...  ...  •••  ...22,553,  22,574 

Taxable  Income : 

1901-2  to  1918-19,  R.  V.  N.  Hopkins,  pp. 

18-21,  4176-81,  4195-8 
1901-02  to  1918-19,  explanation  of  table, 

Collins  698-704 

1907-8  to  1918-19,  estimates,  Board  of  In- 
land Revenue  P-  H6 

1918-19,  Money  10,532 

Comparison  of  1910-11,  1913-14,  1916-17, 

1918-19,  Board  of  Inland  Revenue  pp.  88-91 
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Taxable  Income— cont. 

Increase,  B.  V.  N.  Hopkins,  4195-203: 

Currie  . 7848-50'  7933-7 

Income  not  received  by  taxpayer  as,  in 
some  cases,  Hairison  26,969-70, 

27,294-318 


Taxation  at  Source : 

Abandonment  : 

Advocated,  Bayner,  8842,  8852-5, 

8945-8,  8955-77;  Mackie,  24,793  (1) 

(11),  24,794-8,  24,807-55,  24,914  9 
Impossibility,  B.  V.  N.  Hopkins 

37-42,  65,  118-9,  4017,  4439 
Loss  that  would  result  from,  B.  V.  N. 
Hopkins,  41,  126-9,  244;  W.  Cash, 

8289;  Harrison  25,348-60 

Limited  Companies  could  put  back 
profits  into  business  and  avoid  tax, 

Parsons  1581-8 

Adjustments,  see  that  title. 

Amount  collected,  B.  V.  N.  Hopkins  ...  127 

Approved,  J.  E.  Allen  1472  (8) 

only  Argument  against,  that  of  certain 
taxpayers  overpaying,  and  easily  dealt 

with,  B.  V N.  Hopkins 241 

Attitude  of  taxpayers,  Harrison 15,376 

Certificate  to  company  as  to  correct 
amount  of  deduction,  possibility  of,  con- 
sidered, Harrison 15,453-61 

Classes  of  income  to  which  system 
applied,  B.  V.  N.  Hopkins  ...  p.  6 (16) 
Continuance  : 

Advocated,  Parsons,  1581-3,  1629; 

Currie,  7673;  Stamp,  9582,  9611-2 
Bremner,  15,898;  Nelson,  19,808: 

Quin,  24,354;  Bintoul,  25,397;  B. 

Cox  26,622 

Importance  of,  report  of  Select  Com- 
mittee of  1906,  Board  of  Inland 
Bevenue  ...  pp.  53  (5)-(6),  62  (6)-(8) 
proper  Deductions  made  in  certain  cases, 
and  difficulty  of  extension,  B.  V.  N. 

Hopkins  ...  ...  ...  ...  ...  134 

Direct  assessment  instead,  fairer  and 
simpler  but  not  advocated  if  loss  likely 
to  be  serious,  B.  N.  Carter  ...  3146,  3208 

under  plain  Graduation  scale,  Money  ...  10,546 
every  Person  making  payment  to  another 
from  which  former  entitled  to  deduct 
tax  on  payment  should  be  obliged  to 
furnish  recipient  with  statement,  show- 
ing gross  amount  of  tax,  net  payment, 

&c.,  Harrison  25  101 

Hardship  caused  by,  Bayner  ...  8842,  8957-71 
Hardship  where  aggregate  deduction 
exceeds  aggregate  liability  to  tax, 

Harrison  15  079 

Hardship  to  single  educated  women 
earning  £120-£200  and  widows  with 

small  incomes,  Gordon 1238,  1267 

History  of,  B.  V.  N.  Hopkins  45,  p.  1 
(33);  p.  53  (5)  Board  of  Inland  Be- 
venue,   p.  61-2 

Non-deduction  from  dividends  on  small 
holdings  through  Post  Office,  approved, 

Currie  7573 

Periodically  as  income  arises,  advocated, 

Beake  ...  3672,  3706 

Position  of  British  Government  securities 
issued  in  connection  with  the  war, 

Board  of  Inland  Bevenue...  p.  62  (5)  (10)  (11) 
Preservation  and  extension  advocated, 

J.  E.  Allen 1472  (9) 

Rate  : 

High,  financial  inconvenience  falls 
on  first  year’s  income,  in  subsequent 
years  amount  spread  balances  the 
excessive  deduction  if  rate  does  not 
change,  Harrison  15,419-23 

Low  flat  rate  advocated,  Ereaut  4780, 

4824-5,  4853-65 

Plain  information  should  be  given 
Bremner  ’ 16,032 


Taxation  at  Source— cont. 

Rate — cont. 

Questions  to  be  considered,  Harrison 


when  Rate  of  tax  altered : 

“ Accruing  rates  ” Harrison  15,095 
15,098-9,  15,316-25,  15,333-38 
Alteration,  reason  for  suggesting, 

Harrison  15,275-6,  15,278 

proposed  Clause,  Harrison 

15,103-4,  15,288-91,  15,326 
Rules  for,  Harrison,  15,093-104 

15,316-38,  15,333-8 
“ Time  of  payment  rate  ” 
Harrison  15,095,  15,100-4, 

15,277,  15,326-32 

Reduction  : 

Additional  departmental  work 
as  result,  extent  of,  Harrison  15,082-3 
Company  reserves,  maintenance 
of  higher  rate  desirable  to 
avoid  great  loss,  Harrison 

15,242-6,  15,397-9,  15,414-8 
Convenience  to  taxpayers  and 
officials,  Harrison  ...  15,082-4 

Effect  on  repayment  claims, 
Harrison  ...  15,076-8,  15,219-30 

increased  Leakage  of  Super-tax 
would  result,  Harrison  15,089-92 
Loss  of  revenue  as  regards  in- 
come of  non-residents  and  con- 
sequent objection  to,  Harri- 
son 15,086-92,  15,242-6,  15,397-9 
Maintenance  of  high  rate,  and 
improvement  of  administra- 
tion re  repayment,  preferred, 

Harrison  15,391-6 

Non-resident  investors  would 
be  relieved,  Harrison  ...  15,183-4 

Reduction  of  departmental  work 
as  result,  extent  of,  Harrison...  15,080 
Simplification  would  result  in 
certain  directions,  but  doubt 
whether  much  as  a whole, 

Harrison  15,185-208 

Smoother  graduation  would  not 
be  assisted  by,  Hairison  ...  15,081 


Standard,  with  correction  by  supple- 
ment or  rebate  from  personal 
return,  no  simplification,  B.  N. 

Carter 3209-12 

Standard,  proposal,  Lakin-Smith, 

7707;  Quin,  8169-80,  8262-4,  24,322, 

24,359,  24,396,  24,513-20;  Currie  8265-70 
Uniformity,  public  demand  for, 

Harrison  15,097 

Recovery,  see  that  title. 

Repayment,  see  that  title. 
as  Safeguard  against  evasion,  B.  V.  N. 

Hopkins,  40,  65,  127;  London  ...‘  ...  12,378 

Scheme  put  forward  for,  at  minimum 
rate,  1905,  Board  of  Inland  Bevenue  p.  52  (12) 
Success  of  collection  of  tax  due  to, 

B.  V.  N.  Hopkins 14 

System,  B.  V.  N.  Hopkins  ...14-5,  p.  7 (16)-(18) 
System  of  information  at  the  source,  not 
a satisfactory  substitute,  Stamp  ...  9783 

Tax  kept  to  which  Revenue  not  entitled, 
amount  now  negligible  owing  to  rise 

in  rate,  Hairison  15,448-52 

Thrift  and  Self  Help  Societies,  see  that 
title. 


Unearned  income,  deduction  not  to  be  at 
highest  rate,  proposal,  J.  E.  Allen , 1472 

(13).;  Brabrook  1484,  1502-10 

Universal  schomo  with  adjustments 
advocated,  J.  Walker,  Lyon,  18,937; 

J.  Walker,  18,979-9012,  19,013-7, 

19,061-3,  19,070-3;  Lyon...  ...  ...  19}012 

Vouchers  showing  amount  of  gross 
income  and  tax  deducted,  statutory 

right  to,  proposed,  Quin  24,336 

Taxpayers,  list  of,  on  National  Registra- 
tion lines,  necessity  doubted,  B.  V.  N. 
Hopkins 4459 


INDEX. 
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Teachers : 

Agents’  fees,  relief: 

Advocated,  Lucas  ...  11,182,  11,189-93 

Objections  to,  Board  of  Inland. 

Bevenue  p.  199  (5) 

Allowance  for  expenditure  on  books  : 

Advocated,  Lucas  11,183,  11,194,  11,214-5 
Objections  to,  Board  of  Inland 

Bevenue  ...  ...  ...  p.  199  (5) 

House,  use  of  part  for  professional 

DUTIES,  RELIEF  : 

Advocated,  Lucas  ...  11,187,  11,201—6 

Extension  to,  advocated,  on  same 
lines  as  to  clergyman  or  minister, 

Crook  ...  5731,5740,5764-71,5794-6 

Opinion  re,  Board  of  Inland  Bevenue 

p.  199  (6) 

Travelling  expenses  allowance  : 

Advocated,  Lucas  11,184,  11,195,  11,214—5 

Objection  to,  Board  of  Inland 

Bevenue  p.  199  (2)  (7) 

Women,  increasing  tendency  towards 
equalization  of  salaries  with  those  of 
men,  Lucas  ...  ...  ...  11,185,  11,197 

TEALE,  GEORGE  EDWARD,  on  behalf  of 
the  Hire  Traders’  Protection  Association, 
method  of  assessment  of  hire-purchase  trade 
and  proposed  revision  ...  24,632-7,  24,705-22 

Teinds  in  Scotland,  assessment  basis  and  pro- 
posal, Harrison  15,137,  15,138 

Tenants  for  life  of  settled  estates,  hardship  in 
connection  with  Super-tax  and  annual  Life 
Assurance  premiums  should  be  allowed  as 
deduction,  Martineau  ...  ...  ...  24,172-320 

Terminable  Annuities,  see  under  Annuities. 

Terminable  Concessions : 

Abroad,  allowance  for  wasting  assets, 
advocated,  Gibbs,  3025,  3042-55,  3087- 
102,  3684-90,  3695-6,  3751-4;  B.  B. 
Hopkins,  13,047;  Muspratt,  Big  part  ...  16,066 
no  Allowance  for  wasting  assets,  advo- 
cated, if  vendor  subject  to  British  In- 
come Tax,  Leake  ...  3613-7,  3684-90,  3750-1 

THOMPSON,  E.  R.,  President  of  the  Federa- 
tion of  Grocers’  Associations  of  the  United 

Kingdom  18,330-71 

Account  keeping  18,335 

Co-operative  Societies  ...  18,336,  18,345-54 

Depreciation  ...  18,331-2,  18,342-3,  18,355-8 

Dwelling-house,  portion  used  for  business 

18,334,  18,338-40 

Federation  of  Grocers'  Associations  of  the 
United  Kingdom  ...  ...  18,330,  18,364-5 

Three  years’  average  system  18,335 

Trade  Associations,  subscriptions  18,333, 

18,359-62 

Wife  assisting  in  business  ...  18,335,  18,344 

Three  years’  average,  see  under  Assessment. 

Thrift  and  Self-Help  Societies  : 

same  Basis  as  Registered  Friendly 


Societies  desired,  Buckeridge 2197 

Buying  of  houses,  example,  Bohn  ...  2267-71 

Comparison  with  Building  Societies, 

Bohn  2240-1 

Definition  question  in  connection  with 
exemption  from  Income  Tax,  Bohn, 

2304—7,  2319-27,;  Buckeridge  ...  ...  2310-5 

Difference  from  Friendly  Societies,  Board 

of  Inland  Bevenue  p.  197  (5) 

Distribution,  position,  Bohn  2244-5 

Dividends,  Bohn  2286-9 


Encouragement  of  thrift  by,  Bohn  2172,  2179 
Exemption  : 

not  Allowed,  Bohn,  2172,  2177,  2196, 
2219-22,  2236,  2279-86;  Buckeridge  2227 
Mr.  Bohn’s  claim,  reply  to,  Board 

1 of  Inland  Bevenue p.  197 

Claimed,  Bohn,  2172-4,  and  sugges- 
tion re,  2178-93,  2205,  2208,  2223-4, 

2247-8,  2290-306 

Powers  to  Registrars  to  differentiate 
between  Societies,  proposal,  Buck- 
eridge   2234 


Thrift  and  Self  Help  Societies— cont. 

Holding  of  members,  restriction  to  £60, 

Bohn,  2179,  2262,  2264;  Buckeridge  ...  2262-3 


Income  Tax,  representations  to  Inland 
Revenue,  etc.,  Bohn,  2177,  2257, 

2259-61;  Buckeridge  ...  ...  ...  2257 

Memorandum  Board  of  Inland  Bevenue  p.  197 
Money  repayable  on  demand  on  7 days’ 
notice,  Bohn,  2307;  Buckeridge  ...  2310 

Mortgages  system,  advantages  of,  and 
abandonment  would  be  hindrance  to 
development  of  self-help,  Bohn  2180-1,  2250-4 

Origin  of,  Bohn  2194 

Position  compared  with  Post  Office 

Savings  Banks,  Bohn  2229 

Registration  under  Friendly  Societies 

Acts,  proposal,  Bohn  ...  2209,  2272,  2275 

non-Registration  under  Friendly  Societies 

Act,  reason,  Bohn 2199 

Registration  under  Certified  Savings  Bank 
Act  (Trustees  Savings  Bank  Act),  reason 

against,  Bohn  2273-8 

Secretaries  and  cashiers  paid  and  some 

treasurers,  Bohn 2238-9 

Sympathetic  treatment  by  Inland  Revenue 

Department,  Bohn  2187-90 

Taking  of  money  on  deposit  forbidden, 

Bohn  ...  ...  ...  ...  ...  ...  2256 


Taxation  system,  Board  of  Inland  Bevenue 

p.  197 

Withdrawals  : 

Alteration  of  rules,  to  provide 
dividing  line  between  Slate  Clubs 
and  question  of,  Bohn  ...  2211-8,  2225 
Possibility,  and  extent  of,  &c.,  Bohn 

2203-4,  2206,  2242-3 
Work  of,  Bohn  ...  2174,  2176-7,  2179,  2262 

Tithes : 

see  also  under  Clergy. 

in  Kind,  assessment  basis  and  proposal, 

Harrison  15,137,  15,138 

Payments  in  lieu  of,  assessment  basis  and 
proposal,  ‘ Harrison  15,137,  15,138 

Tools,  &c.,  Allowance  for  : 

Advocated,  J.  Walker,  Lyon  18,934,  19,018-9 

Minimum  flat  rates,  scheme,  G.  B.  Carter 

20,166,  20,145 

Right  of  appeal,  Collins 27,164-7 

System,  Board  of  Inland  Bevenue  p.  200  (11) 
Uniformity  desirable,  G.  B.  Carter  ...  20,166 

TOWLE,  F.  S.j  and  BEST,  W.  S.,  on  behalf 
of  the  Association  of  Tax  Surveying 

Officers  (joint  evidence)  21,279-543 

Accounts : 

Compulsory  keeping  of  ...  21,516-21 

Inspection  of  books  21,286,  21,305, 

21,308,  21,411-6,  21,417-9,  21,450-2, 

21,486-9 

Submission  of  21,291,  21,299,  21,303- 

8,  21,311-6 

Agents’  commissions  21,302,  21,329-33,  21,541-2 

Assessment  21,322-6,  21,398-404 

Banks,  information  from,  21,307,  21,308, 

21,309,  21,438,  21,474-9,  221,496-9 

Casual  profits  21,337-40 

Deposit  interest  ...  21,287,  21,308,  21,309 

Employers,  information  from,  21,302, 

21,306,  21,308-37,  21,494-5- 

Evasion  : 

Accounts  cases  21,303-7 

Extent  21,281,  21,296,  21,319,  21,327- 
8,  21,345-79,  21,411-6,  21,439-41, 

21,453-4,  21,457-69,  21,472-4 
Forms  of  21,286-7,  21,375-9,  21,387- 

97,  21,426-37 

Investigation  21,284,  21,514-5 

Prevention  21,318,  21,318,  21,470,-1, 

21,510-2 

Settlement  with  Board  of  Inland 

Revenue  21,285,  21,381-6 

Forms  21,297-8,  21,308,  21,418,  21,445-7,  p.  147 
Government  Departments  and  public 
bodies,  information  from  21,306,  21,308, 

21.309,  21,474-9,  21,494-5 
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TOWLE,  F.  S.,  and  BEST,  W.  S.— cont. 

Inadequate  and  inaccurate  returns 

21,288-316,  21,354-69 
Retailers  21,296,  21,411-6,  21,481-4, 

21,500-2,  21,519-20,  21,534-40 

Returns,  signatures  21,300,21,308 

Speculation  profits 21,334-6 

Trade  Associations : 

Funds,  sources  of,  Board  of  Inland  Be- 

vem,e  p.  186  (5)  (6)  (7) 

Objects,  Board  of  Inland  Bevenue  p.  188  ((3) 
Subscriptions  to.  Allowance: 

Advocated,  Parsons,  1560,  1603-5, 

1704-14;  Martin . 5817.  5926-7; 

W.  Cash,  8446-54,  8576-87;  Bayner, 

8842,  8857,  9094-9;  S.  E.  Cash, 

16,080 ; Hutchison,  17,200-3,  17,296- 
322:  Cook,  17,726;  Thompson, 

18,333,  18,359-62;  Johnston,  19,339; 

Quin  24,399-402 

Agreement  with  Board  of  Inland 
Revenue,  Harrison,  27,003;  Collins, 
27,007—9;  Board  of  Inland  Bevenue 

pp.  188  (8)— (12),  189 
Memorandum,  Board  of  Inland  Be- 
venue   p.  188-9 

Reply  to  claim,  Collins  ...  27,004-9 

System,  Collins 27,172-7,  27,181  -2 

Taxation  on  excess  of  income  over  expen- 
diture, former  agreement  with  Inland 
Revenue,  Thompson  18,333 

Trale  Expenses : 

Allowance  advocated,  Bayner,  8842,  8857; 

Bintoul  25,403,  25,430,  25,491-5 

Deductions,  hardship  re,  Budd  23,883, 

24,039-67 

Trade  Marks : 

Allowance  advocated  in  connection  with, 

B.  B.  Hopkins,  13,039;  Johnston, 

19,341,  19,379-87 
Depreciation  allowance  question,  TF.  Cash  8283 
Litigation  for  protection  of,  question  of 
allowance  for,  Bintoul  25,428 

Trade  Union  Contributions,  Allowance  for  : 

Advocated,  G.  B.  Carter  20,147 

Reply  to  claim,  Board  of  Inland  Bevenue 

p.  200  (12) 

Trade  Unions,  income  should  not  be  taxed  at 
the  source,  Co-operative  Union  ...  18,405-6 

Trades  Union  Congress : 

British  : 

Number  of  workers  represented  by, 

Shirkie 9135,  9299 

Parliamentary  Committee,  evidence 
on  behalf  of,  see  Shirkie,  Robert  9135—423 
Resolutions,  representative  character 

of,  Shirkie  9294-301 

Scottish,  see  that  title. 

Traders : 

All  should  be  subject  to  same  condition  of 

taxation,  Cook  17,710 

Expenses  incurred  in  borrowing  money, 
allowance  for,  not  advocated,  Currie  ...  7681 

Licensing  of  : 

Proposals,  Martin,  6114;  Cook, 

17,712,  17,745-7,  17,882 
Suggestions  considered  of  little  prac- 
tical utility,  Harrison  25,102,  25,212-6 
compulsory  Registration,  advocated, 

Johnston  19,347,  19,398-406 

Small,  increased  profits  during  war,  and 
question  of  assessment,  but  additional 

staff  needed,  London  12,738-53 

Trading  debts,  bad,  allowance  for,  difficulty 
occasionally,  Currie  ...  ...  ...  797? 


Trading  Profits : 

Difficulty  re,  and  taxation  of  business  on 
profits  which  are  not  profits,  Budd, 

23,883,  24,039-67 

Taxation,  generous  treatment  advocated, 

G.  M.  E.  Jones...  5213,  5437-42 

Transfer  from  war  to  peace  conditions,  loss 
on,  as  charge  against  profits,  advocated, 

Martin  3317 

Travelling  Expenses,  Allowance : 

Advocated,  G.  B.  Carter 20,145,  20,301 

Objections  to,  Board  of  Inland  Bevenue 

p.  199  (7) 

Special,  during  war,  in  certain  circum- 
stances, Board  of  Inland  Bevenue  p.  199  (7) 

Teachers,  see  Teachers. 

Trebra  (Johore)  Rubber  Syndicate,  case, 

Furtado  25,564 

Trevelyan,  C.  P.,  Income  Tax  scheme,  Board 
of  Inland  Bevenue  ...  ...  ...  p.  52  (121 

Triple  Assessment,  1798,  Board  of  Inland 
Bevenue  ...  ...  ...  ...  p 51  (2) 

Trinidad,  graduation  method,  Board  of  Inland 

Bevenue p.  107  (11) 

Truro  Society  for  Equal  Citizenship,  resolu- 
tion passed  in  favour  of  equal  taxation  of 

married  persons 2944 

Trustees’  fees,  deduction  of  tax  before  pay- 
ment, advocated,  Fergusson 22  251 

TUDOR,  HENRY  EDMUND,  on  behalf  of 
the  Hire  Traders’  Protection  Association, 
method  of  assessment  of  hire-purchase 
trade,  proposed  revison  24,611-25 


Unassessed  tax,  over  three  years,  practice 
re,  Ereaut  5016-29 

Undistributed  Profits,  see  under  Companies. 

United  Alkali  Co.,  Spanish  Mines,  unfair- 
ness of  incidence  of  Income  Tax  in 
connection  with  exhaustion  of  minerals, 
Muspratt  ^ 

United  Kingdom  Association  of  Multiple  Shop 
Proprietors : 

Capital  and  number  of  shops  represented, 

Cahill  ...  17,924,  18,260-4,  18,314-28 

Evidence  on  behalf  of,  see  Cahill,  Michael 
Frederick  17,924-8329 

United  States  of  America  : 

Corporation  tax,  G.  M.  E.  Jones  5200,  5202,  5207 


Graduated  sur-taxes,  statement  of, 

G . M.  E.  Jones  5206 

Income  tax  g48 

Additional  assessments,  period, 

London  12,468 

Agents  of  foreign  firms,  taxation, 

Williamson  7487-91 

Assessment  of  married  persons,  Board 

of  Inland  Bevenue p.  106 

Charge  on  income  of  citizen  residing 
abroad  on  income  arising  abroad, 

Harrison  6299 

Children  allowances,  Board  of  Inland 
Bevenue  ...  ...  ...  ...  p.  109 


Comparison  with  United  Kingdom, 
etc.,  B.  V.  N.  Hopkins  4080 

4452-6,  pp.  96,  103 
Deduction  of  tax  paid  in  Great 
Britain  and  other  foreign  countries, 

Sir  F.  Young 948 

Depreciation  allowances,  Leather  ...  8127 

Double  Income  Tax,  see  that  title. 

Life  Assurance  Companies,  assess- 
ment, Furtado  27,372,  27,862 

Losses,  Furtado  ...  25,528,  25,575,  25,583 
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United  States  of  America— emit. 

Income  Tax — coni. 

Rates  of  tax,  Board  of  Inland 
lievenue  ...  • ••  PP-  HO,  111,  112 

Recovery  of  tax,  powers,  London  12,687-8 
Reliefs  in  respect  of  wife  and 
children,  Board  of  Inland  Revenue 

pp.  110,  113,  114 

Residents  from  abroad  not  taxed  on 
income  not  earned  in  country, 

McLeod  ...  ...  1887,  1956—63 

System,  B.  V.  N.  Hoplcins  p.  103 

Mineral  deposits,  deduction  for  exhaus- 
tion, Leake  •••  16,281-5 

Non-residents,  taxation  of,  Harrison  ...  14,407 
Packing  firms  with  Commission  Agents 
in  England  : 
see  also  Agency. 

Combine,  denial,  Luya  ...  5553-62 

Dividends,  Luya  ...  ...  5591-7 

Hardships,  Luya  5466 

Taxation  of,  in  England,  details, 

Luya  ...  ...  ■■■  5469-70 

Property  Tax  evasion,  Hopkins  ...  ...  4454-5 

“ Recognized  Agents,”  system  in  theory, 

not  necessarily  in  practice,  Stamp  ...9706-10 
Revenue  Law,  1919,  re  Double  Income 

Tax,  Martin  5807 

Super-tax  : 

Evasion,  prevention,  Harrison 

14,343-50,  14,420 

System  p.  107  (11) 

Taxation  of  foreign  income,  system, 

Singer  5179 

War  Revenue  Act,  1918,  provisions, 

Singer,  5179-83;  G.  M.  E.  Jones,  5191- 
223,  5379-93,  5431-6;  Harrison,  6342, 

6344-5;  Williamson  7477-7657 

Terminable  annuities,  tax  system,  Hook 

9938,  10,025-8 

Wasting  assets,  system,  Hook  ...  ...  9938 

Universal  Tax: 

Effect  on  wages,  question  of,  H.  Cox  ...  7373 

Proposals,  H.  Cox,  7243-7,  7263-73, 

7277-9,  7286-93,  7339-40,  7353-4,  7370; 
Darwin,  15,791,  15,826-30,  15,858-60; 

Beck  ...  17,095-9,  17,112-7,  p.  132-6 


Valuation,  see  under  Land  and  Property. 

VESTEY,  Sir  WILLIAM  9424-570 

Transfer  of  business  to  Argentine  owing  to 

English  method  of  taxation  ...  9425-570 

Vestey  Bros.,  transfer  of  business  to  Argentine 

owing  to  taxation  in  England,  Vestey  9425-570 
Victoria,  no  children  allowance,  Board  of 

Inland  Revenue P-  HO 


Wage-Earners : 

Assessments  : 

same  Conditions  as  other  taxpayers 
advocated,  Co-operative  Union  ...  18,403 
Method  and  procedure,  Collins, 

347-8,  p.  33  (101)-(103) ; Binns  ...  23,138 
Quarterly,  objected  to,  and  loss  of 

revenue  from,  W.  Allen  14,036, 

14,150,  14,200-10 

on  last  Quarter’s  earnings  favoured, 

Harrison  ...  ...  ...  •••  25,248 

Collection  from  : 

Cost,  proportion  to  amount  collected, 

Collins  ...  ...  •••  717 

Increased  expense  caused,  Collins  504 

Method,  Collins  ...  ...  347—8,  715—6 


Wage-Earners— coni. 

Collection  from — cont. 

Quarterly : 

Advocated,  Co-operative  Union  18,403 
Payment  made  easier,  but  com- 
plaint by  miners  re  Edwards  2364 
Readjustments,  difficulties,  Shir- 

kie  ...  9276—83 

Satisfactory,  though  cost 
greater,  R.  V.  N.  Hopkins  ...  257-9 
not  very  Satisfactory,  Shirkie  9258 
no  Considerable  leakage,  and  comparison 
favourable  with  payments  of  other 
classes,  Collins  ...  ...  •••  597,  718—9 

Date  for  payment  of  tax,  Collins  ...  324 

Deduction  of  tax  by  employers  : 

Advantages,  H.  Cox,  7243,  7318—9; 

F.  Hall  19,315-8 

would  be  Advantageous  from  point 
of  view  of  Inland  Revenue, 

Harrison  25,090,  25,094 

Advocated,  J.  E.  Allen,  1472  (10) ; 

Brabrook  ...  ...  •••  ...1486-96 

Advocated,  statement  of  deduction 
to  be  given  to  employees,  Cook 

17,707-8,  17,732-6,  17,868-74,  17,917-20 
Advocated,  if  taxation  at  source  con- 
tinued, Rayner  ...  ...  •••  8842 

not  Advocated,  Cooper  ...  18,553-5 

Amount  to  be  deducted,  question  of, 

H.  Cox 7243,  7331-2,  7385 

Employers’  attitude,  Brabrook,  1542; 

J.  E.  Allen . 1542;  H.  Cox,  7248-50, 

7280-5;  Firth,  7664,  8032;  Cook  17,868-73 
Automatic  weekly  deduction  advo- 
cated, H.  Cox,  7243,  7248-61,  7274, 

7311-35,  7372,  7385-8 
Collection  would  be  easier,  Edwards  2474—6 
Differential  treatment  would  be 

involved,  Collins  ...  ...  •••  744—51 

Difficulties,  R.  V.  N.  Hopkins,  122, 

4065;  F.  Hall 19,225-7 

Employer  should  be  made  agent  of 
Inland  Revenue  and  remunerated, 

J.  E.  Allen  1472  (11) 

at  Flat  rate,  advocated,  Cook  17,873-7 
at  Flat  rate  lower  than  normal, 
objections  to,  proposal,  Harrison 

25,149-60 

in  Government  and  controlled 

factories,  R.  V.  N.  Hopkins  123-5,  130-1 
History  of  subject  and  conference 
of  employees,  employers,  and  Chan- 
' cellor  of  the  Exchequer,  3 Decem- 

ber, 1915,  Harrison,  25,090-1, 

25,161-2,  25,250-1 

Legal  obligation,  resisted  by  em- 
ployers and  workers’  representa- 
tives, Collins  ...  •••  •••  712-4 

Low  flat  rate  for  lower  incomes, 

Brabrook  1534-7 

Objection  to.  Barker  ...  19,177—85 

Objection  to,  by  Associated  Chamber 

of  Commerce,  Firth  ...  ...  7664,  8002 

Objections  to,  by  Board  of  Inland 

Revenue,  Harrison  25,090-4 

Personal  returns  to  employers,  diffi- 
culty admitted,  Brabrook  ...  ...  1494-8 

on  Preceding  year’s  income,  diffi- 
culty would  not  be  removed, 

Harrison  25,251-5 

considered  Preferable  to  quarterly 

payment,  Barker  ...  ...  19,221-4 

Pressure  on  employer  to  pay  tax 

might  result,  Brabrook  ...  ...  1492-3 

a Question  for  wage-earners,  Collins  506-7 

Rate  proposal,  W.  Cash  ...  ...  8498 

Relations  with  employees  would  be 

strained,  Firth  ...  ...  7664 

Removal  of  antagonism  to  tax  by, 

question  of,  Harrison  ...  25,340—7 

Remuneration  for : 

Objections  would  remain,  Firth  7664 

Proposed,  Piggott  ..-  ...  12,172 

2 L 
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Wage-Earners— cont. 

Deduction  op  Tax  by  Employers — cont. 
Repayments,  avoidance  of,  by  deduc- 
tion of  lower  rate,  possibility  of, 

E.  Cox 7275-6 

by  Stamps,  Collins  ...  349,  694-7,  724-6 

by  Stamps,  proposals,  Collins  544-5; 

H.  Cox,  7367,  7376-7;  W.  Cash, 

8284,  8483-5,  8494-516;  Piggott, 

12,172,  12,220-4;  W.  Allen,  14,036, 

14,120-38,  14,153,  14,165-71,  14,198 
Statutory  rates  of  tax,  proposal,  E. 

Cox  7356-66 

Voluntarily  in  some  cases,  Collins  ...  505 

Workers  would  refuse,  Shirkie  9259-64 

Workers’  attitude,  Eughes,  4567-8; 

E.  Cox,  7251-61,  7333-5;  Firth, 

8024-7;  J.  Walker,  19,001,  19,005- 
12,  19,013-4, 19,061-3 ; Lyon,  19,012 ; 

Barker,  19,178-80;  Earrison  25,341-5 

Workmen  should  be  consulted,  and 
question  put  to  Miners’  Federa- 
tion, F.  Eall 19,228-33,  19,243-6 

Difficulty  of  dealing  with,  and  proposal, 

Sulley  23,554-5 

Incomes  not  increased  in  proportion  to 
cost  of  living,  Webb  ...  7075-94,  7100-3 

Number  exempt,  1918-19,  Earrison 

25,159-60,  25,229-31 

Number  liable  to  assessment  and  total 

duty  charged,  Collins  p.  33  (104) 

Obligation  on  employers  to  reveal  wage 
or  salary,  unequal  treatment  compared 

with  rich,  Money 10,537 

Returns  furnished  by  employers,  Earrison 

25,166-7 

Returns  required  from  employers,  Collins 

599-607 

Taxing  of  : 

Objected  to,  unless  taxes  on  food  and 
necessaries  removed,  Phillips  ...  3503 

Success  of  working,  Collins 574—5 

WALKER,  Councillor  JAMES,  and  LYON, 

HUGH,  on  behalf  of  the  Parliamentary 
Committee  of  the  Scottish  Trades  Union 

Congress  (joint  evidence)  18,928-19,074 

Abatement  limit  ...  18,935,  18,973-8,  19,064-6 

“Ability  to  pay  ” 18,929 

Assessment  ...  ...  ...  ...  19  867-9 

Differentiation  18  936 

Evasion is’ 990 

Exemption  limit  18,930,  18,933,  18,947-50, 

18,955-62,  19,020-4 
Graduation  ...  ...  ...  ...  ig  031-8 

Indirect  taxation  18,930-1,  18,949-58,  19,027-30 
Local  Income  Tax  18,932,  18,936,  19,040-60 
Scottish  Trades  Union  Congress  ...  18,944-6 

Taxation  at  source,  universal  18,937, 

18,979-19,017,  19,061-3,  19,070-3 

Tools,  &c.,  allowance 18,934,  19,018-9 

Wife  and  children  and  dependants’  allow- 
ances   18,934,  18,963-72 

WALKER,  ROBERT,  on  behalf  of  the 
National  Traders’  Defence  League : 17,324-611 

Co-operative  Societies  p.  142 

Evasion  of  Excess  Profits  Duty 

17,331  (z),  17,401,  17,476-89 
Exemption  from  taxation,  objections 
to,  and  liability  advocated  17,329-610 

Members 17,377-407,  17,608-10 

Income  Tax,  as  tax  on  trade  or  produce 
of  trade  ...  17,331  (a),  17,516-22,  17,556-67 
National  Traders’  Defence  League, 

17,324-8,  17,503-4 

Walton,  J.,  on  assessment  basis,  1902,  Board 
of  Inland  Bevemie  p 77 

War  Bonuses : 

Exemption  advocated,  G.  B.  Carter  ...  20,159 
Inclusion  as  taxable  income  approved, 

*”]' 2935-8 

War  fortunes,  special  and  heavy  levy  on 
capital  of,  proposal,  Money  10,539-40, 

10,621-7,  10,909-32,  10,982-96 


War  Loan : 

Dividends,  warrants  for  payment  should 
have  counterfoil  showing  total  amount 
and  stating  whether  tax  deducted,  Quin  24,336 
Held  by  non-resident,  interest,  exemp- 
tion from  tax,  B.  V.  N.  Eopkins  p.  9 (34) 
Interest,  “ free  of  tax  ” : B.  V.  N. 

Eopkins  pp.  3 (23),  8-9;  p.  62  (10) 

Criticism,  Leake  3960 

Danger  of  Englishmen  exchanging 
War  Loan  with  foreigners  for 
shares  in  English  company,  B.  V. 

N.  Eopkins  209-12 

not  Recommended  or  favoured  by 

Board  of  Inland  Revenue,  Stamp  9713 
War  Office  Staff,  assessment  by  Departmental 
Commissioners,  Collins  394-7,  407-8,  p.  34 
, (116)  (117) 

Warburton,  Henry,  on  Terminable  annuities 

1851-2,  Board  of  Inland  Bevenue  p.  71  (3) 

Warrington  Women’s  Service  Society,  resolu- 
tion in  favour  of  separate  taxation  of 
married  persons  2943 


Wasting  Assets  : 

see  also  Minerals,  Mines  and  Nitrate  De- 
posits. 

Allowance  : 

Advocated,  B.  B.  Eopkins,  13,046; 
Dawson,  17,193;  Cook,  17,717; 
Aveling,  19,913;  Campbell,  Staines  23,808 
Board  of  Inland  Revenue  attitude, 

Hook  10,029 

Committees  representing  each  class  of 
industry  should  make  recommenda- 
tions to  appeal  bodies,  not  oftener 
than  3 or  5 years,  Campbell, 

Staines  23,808 

should  never  Exceed  amount  actually 
written  off  value  of  particular  asset 

in  books  of  concern,  Eook 9927-8 

Fixing  of  amount  by  Board  of  Inland 
Revenue  subject  to  appeal  to 
Board  of  Referees,  proposal,  Eook  9926 
Methods,  publicity  needed,  Muspratt, 

Biggart  16,074 

not  Permitted  by  Income  Tax  Acts, 

Hook  9945-7 

Practical  difficulties,  Eook  9918-25 

Sinking  fund  method  : 

Objections  to,  Leake  16,302,  16,337-9 

Question  of,  in  connection  with 
collieries,  Williams  6503-11, 

6515-23,  6547-72,  6587-600 
suggested  Amendment  of  law,  Leake  ...  3663-7 
Annual  wastage  must  be  provided  out  of 
revenue  before  annual  profit  arises. 

Piggott  12,164,  12,185-8 

Capital  outlay  for  period  of  dead  work 
(sinking  and  driving),  allowance  advo- 
cated, B.  B.  Eopkins  13,044-5 

Charge  for  Decreased  Value  of 
Capital : 

should  be  Allowed,  B.  N.  Carter 

3229-36,  3274 

Even  sum  advocated,  B.  N.  Carter  3234-5 
Classes  of,  for  Income  Tax  purposes,  and 
distinction  between,  Leake  ...3608-18,  3682 

careful  Consideration  needed,  Bayner  ...  8842 

Deductions  advocated,  Muspratt , Biggart 

16,072-3 

Definition  and  explanation,  Leake 

3591-4,  3682,  3806-12 

General  considerations,  Eook  9873-82 

little  real  Grievance  in  theory  in  respect 
of  “ corpus  ” and  shafts,  Stamp,  9600, 

9716-8 

Historical  note,  Board  of  Inland  Bevenue 
_ p.  63-4 

Inherently  : 

Allowance  advocated,  Bintoul  ...  25,402 
Deductions  for  annual  waste  advo- 
cated, and  suggestions,  Leake, 

3608-18,  3664-7,  3921-4;  It.  B. 

Hopkins  ' 13^46 
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Wasting  Assets— cont. 

P.  D.  Leake’s  book  on,  extracts  from 

reviews  of,  Stamp  •••  9591-8 

Material,  annual  accretion  to  sinking 
fund  not  a sound  measure  of,  Leake 

3644-62,  3694,  3939-52 


Mathematical  elimination  of  all  elements 
of  capital  from  annual  receipts,  not  a 
necessary  feature  of  taxation  according 

to  ability,  Stamp 9602-3 

Present  position,  Hook  ...  ...  ...  9865-9 

Register  of  : 

proposed  Compulsory  use  of,  Leake  ...  3691 

Proposal,  Leake  ...  ...  ...  3630 

Report  of  Departmental  Committee,  1905 
Board  of  Inland  Revenue  ...  p.  63  (7)  (8) 
Sense  of  grievance,  change  might  be 
worth  while  from  point  of  view  of, 

Stamp  9754 

Taxation  : 


on  Distributed  profits  to  avoid 

problem  of,  question  of,  Stamp  9693-702 
Throwing  back  of,  into  purchase 
price,  Stamp  ...  ...  ...  ...  9598 

Treatment  of,  in  foreign  and  colonial 

systems,  Hook  9938 

Watson,  Lord,  Judgment  on  Control,  Board 
of  Inland  JRevenue  ...  ...  ...  p.  73  (5) 

Wear  and  Tear,  see  Depreciation. 


WEBB,  SIDNEY,  LL.B.,  Professor  of  Public 
Administration  in  the  University  of  London 

6877-7161 

Abatements  ...  ...  ...  ...  •••  7135 

Appeals  6901-6,  7140,  7149 

Assessment,  family  basis 6888,  6979-91 

Children  allowance  6885-7,  6966-78,  7058-64 
Collection,  cost  ...  ...  6883,  6899,  6962-4 

Collectors  ...  ...  ...  •••  • ••  6901 

Cost  of  living  6881,  7075—94,  7100—3,  7129-32 
Evasion  ...  ...  ...  •••  6890,  7014—30 

Exemption  limit  6878-84,  6896-8,  6912, 
6922-57,  6961,  6992-6,  7037-57,  7065, 

7096-9,  7107-9,  7119,  7121-8,  7133-4 
Foreign  agents  ...  ...  ...6892,  7002-12 

Forms  ...  ...  ...  ...  ...  •••  7150 


General  Commissioners  6901,  6902-6,  7115- 

8,  7145-9 

Graduation  ...  ...  ...6891,  7104—6,  7136—8 

Indirect  taxation  ...  6898,  6899,  6957,  7031-6 
Occasional  gains  ...  ...  6889,  6997,  7001 

Surveyors  ...  6892,  6900,  7141—4,  7155—60 

Wife  allowance  ...  ...  ...  •••  6886-7 


Webster,  George,  on  differentiation,  1861, 

Board  of  Inland  Revenue  p.  55  (81 

West  Coast  Hematite  Iron  Ore  Proprietors’ 
Association,  evidence  on  behalf  of,  see  Louis, 

Henry,  M.A.,  D.Sc.,  etc 8637-784 

West  Kent  Sewerage  case,  1911,  Institute  of 
Municipal  Treasurers  and  Accountants 
11,245;  Keith  11,312 


WHERRY,  ALBERT  E.  K.,  on  behalf  of 
the  National  Association  of  Corn  and  Agri- 
cultural Merchants  and  the  Agricultural 

Seed  Trade  Association  20,021-96 

Agricultural  Co-operative  Societies,  posi- 
tion of,  and  assessment  of  all  trading 
profits  advocated  ...  ...  ...  20,023-87 

National  Association  of  Corn  and  Agricul- 
tural Merchants  20,022 


WHITE,  JAMES  DUNDAS,  LL.D.  ...  20,642-20,702 
Land  and  property,  taxation  on  capital 
value  of  land,  proposal  20,642,  20,649, 

20,658,  20,667-96 

Schedules  A and  B,  criticism  and  pro- 
posed abolition  20,642-38,  20,658 

20,660-96 

WHITELEY,  F.  OGDEN,  on  behalf  of  the 
Institute  of  Municipal  Treasurers  and 
Accountants  Incorporated,  see  Haward,  Sir 
Harry;  Whiteley,  F.  Ogden,  and  Keith, 
Ex-Provost  11,217-535 


Whittaker,  Sir  Thomas,  on  taxation  at  the 

source,  1906,  Board  of  Inland  JRevenue  p.  62  (6) 
Widower,  claim  for  relief,  form,  Collins  pp.  42,  45 

Widows : 

proposed  Abatement  to  those  not  re- 
ceiving benefit  under  endowment 
scheme,  Beck  ...  ...  17,099,  p.  133 

Allowance  to,  in  respect  of  relative  in 
charge  of  children,  protest  against  non- 
grant of,  Hubback  ...  ...  2942,  2948 

Continuance  of  income  to,  scheme,  Beck, 

17,101-11,  17,123-34,  p.  12,832 
Officers,  charging  of  tax  on  pension, 

protested  against,  Hubback  ...  2942,  2948 


Wife  Allowance : 


£50: 


9145 


p.  86 


Advocated,  Shirkie  

Advocated  when  incomes  under 
£500,  and  husband’s  earnings 
form  sole  provision,  Gordon 

1242  (4),  1253,  1454-6 
would  be  an  Improvement  but 
still  inadequate,  Crook  ...5730  (b) 

Tax  payable  on  earned  incomes 
up  to  £10  per  week,  1913-14, 
and  1919-20  under  increased 
allowance,  and  when  children 
allowance  also  increased,  Board 

of  Inland  Revenue  

at  least  £50  advocated,  and  more 

in  certain  cases,  G.  R.  Carter  20,186-90 
£60,  proposed,  and  example  of 

results,  R.  V.  N.  Hopkins  3984—6, 

3993,  4073 

£100: 

Proposed,  Quin  ...  ...  ...  24,327 

Proposed,  deduction  to  continue 
from  highest  incomes,  and 
duty  allowance  to  be  at  rate 
applicable  to  gross  income, 

Stamp  9587,  9683-6,  9788-9,  9797-9 
£120  at  least,  advocated,  J.  Walker, 

Lyon  ...  18,934,  18,963-4,  18,966-72 

£120  on  income  below  £400,  and 
diminishing  amount  as  income 
increases,  proposal,  Wolstenholme 

12,257-60 

Double  present  allowance,  ( the 
lowest  possible  amount,  Webb  ... 

Flat  rate,  criticism,  Webb 
Higher  amount  for  higher  incomes, 

probable  difficulty,  Spry  

Inadequacy  of,  Professional  Workers' 
Federation  

Increase : 

Advocated,  Spry,  2697,  2715-6, 

2700-1,  2744,  2751-4,  2920; 

Ereaut,  4778,  4845-6;  Lucas, 

11,185;  Cook  17,728 

would  be  Approved,  IT7.  Allen 

14,088-9 

Hardship  of  joint  assessment 
would  be  met  by,  to  certain 
extent,  Hubback  ...  •••  2963-4 

Recent : 

Approved,  Dawson,  17 ,228 ; 

Pratt,  ...  19,901,19,929-30 

Relief  not  sufficient,  Shirkie, 

9268-72;  Money  ...  10,903-5 

in  Proportion  to  increased  cost  of 
living  would  be  approved, 

Bowie  y 6654 

Taxation  of  families  below 
Income  Tax  limit  should  be  cor- 
respondingly alleviated,  Edge- 

worth  n>797 

Increased  cost  of  living  should  be 

considered,  Pratt  19>901 


6886 

6887 


2799 


12,247 


27759 
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ROYAL  COMMISSION  ON  THE  INCOME  TAX. 


Wife  Allowance— coat. 

Amount — cont. 

Percentage  of  income : 

Advocated,  H.  Cox,  7297,  7336-8, 

7379-84,  7389-90 

a Fairer  method,  Schooling, 

1132-6,  1227-33 
Objection  to,  B.  V.  N.  Hopkins  4289-90 
Amounts  of  tax  payable  and  effective 
rates  on  selected  incomes  under  present 
and  proposed  scales  of  abatements,  &c., 

B.  V.  N.  Hopkins  3994 

Claim,  form,  Collins p.  42,  p.  45 

Continuance  advocated,  B.  N.  Carter  ...  314 1 

Continuance  in  case  of  separate  assess- 
ment of  husband  and  wife,  advocated  in 

certain  cases,  W.  Allen 14,058-61 

Discontinuance,  encouragement  to 

marriage  removed,  Spry 2664 

Income  Limit  : 

£800,  criticism.  Well) 6887 

£1,000,  advocated,  Dawson  17,196,  17,221-9 
£1,200,  proposal,  B.  V.  N.  Hopkins 

3991-3 

on  All  incomes : 

Advocated,  Quin, 24,327,  24,448 

not  Advocated,  B.  V.  N.  Hopkins 

3991,  4283-8 

would  greatly  Relieve  hardship 
for  small  incomes,  but  would 
not  relieve  people  with  very 
large  incomes,  Hubback  ...  3000-2 

Raising  of : 

Advocated,  Pratt 19,970-2 

might  be  Considered,  Spry  ...  2864 

in  Proportion  to  maintenance  during 
Income  Tax  year,  proposal,  G.  B.  Carter  20,148 

System,  B.  V.  N.  Hopkins  8,  3974-7, 

pp.  4 (10),  5 

System,  rival  principles,  Stamp 9585-6 

where  Wife  assisting  in  business,  engaging 
help  for  domestic  work,  proposal, 

Thompson  18,335,  18,344 

Wife  and  Children,  relief  in  respect  of,  in 
Dominions  and  foreign  countries,  Board  of 
Inland  Bevenue pp.  no,  113-4 

WILLIAMS,  EVAN,  on  behalf  of  the 
Mining  Association  of  Great  Britain  6483-600 
Collieries  : 

Assessment  6528-34 

Contingencies  at  expiration  of  lease 

6485,  6498-9 

Depreciation  allowance,  6486,  6497, 

6512-4,  6537-46,  6573-6 

Rents  and  royalties 6487,  6534-6 

Wasting  assets,  claim  to  allowance  for 
6484,  6494-6,  6500-11,  6515-23,  6547-72, 
6577-600 

Williams,  J.  H.,  on  terminable  annuities, 

Board  of  Inland  Bevenue  1851-2,  p.  71  (3) 

WILLIAMSON,  the  Rt.  Hon.  Sir  ARCHI- 
BALD, M.P 7405-659 

Agency  7416-21,  7461-3,  7477,  7486, 

7493-4,  7536,  7538-^42,  7544-9,  7579-87, 

7606-9,’  7611-4 

Bearer  shares  and  Coupons  in  foreign 

companies  . 7556-8 

British  companies  abroad,  7411-5,  7425, 

7435-9,  7446-57,  7495-505,  7514-28, 

7553-6,  7568-71,  7574,  7576-7,  7592-605, 

7615-22,  7622-5 

British  Companies,  foreign  shareholders  7620 
Double  Income  Tax  : 

within  the  Empire  7657 

Foreign  7416,  7427-31,  7444-5,  7467- 

70,  7474-85,  7561-72,  7576-7,  7628-40 

Foreign  firms  in  England  7641-51 

International  trade  and  Income  Tax  ...  7407-8 

Investments  abroad  7628-40 

Nitrate  companies,  wasting  assets  7412, 

7471-3,  7506-7,  7512-3 
Residents,  taxation  on  foreign  profits...  7624 
U.S.A.,  agents  of  foreign  firms 7487-91 


Willoughby,  Sir  Henry,  on  Terminable 
Annuities,  Board  of  Inland  Bevenue  p.  71  (3) 

Winchester  Women’s  Service  Society,  resolu- 
tion in  favour  of  separate  taxation  of 
married  persons 2943 

WOLSTENHOLME,  F.  E.,  Norman,  F.  H., 
and  Jones,  Dr.  Robert,  on  behalf  of  the 
Professional  Workers’  Federation  (joint 

evidence)  12,239-375 

Burden  of  tax  12,240-2,  12,252-5, 

12,325-9,  12,356-7 

Dependants’  allowances  ...  12,247, 

12,256-60,  12,301-4,  12,318-24,  12,334-41 

Evasion  12,297-9,  12,342-3 

Family  basis  12,244-6,  12,261-72, 

12,287-90 

Graduation  12,248,  12,250,  12,257-60, 
12,264-86,  12,305-12,  12,315,  12,317-26, 

12,337-41,  12,358-70 

Indirect  taxation  12,243,  12,345-8 

Professional  Workers’  Federation  ...  12,292 
Quarterly  payment 12,372-3 

Women’s  Freedom  League,  evidence  on  behalf 
of,  see  Purdie,  Mrs.  E.  Ayres,  F.L.A.A. 

6719-6876 

Women’s  Industrial  Council,  resolution 
passed  in  favour  of  separate  taxation  of 
married  persons  2944 

Women’s  International  League,  resolution 
passed  in  favour  of  separate  taxation  of 
married  persons  ...  ...  ...  2944 

WOOD,  LESLIE  S.,  and  HAVILAND, 

W.  A.,  on  behalf  of  the  Central  Land- 
owners’  Association,  the  Land  Union,  and 
the  Land  Agents’  Society,  etc.,  etc.  (joint 

evidence) 22,400-550 

Land  : 

Assessment  22,401-5,  22,407-11 

22,467-86 

Parks,  pleasure  grounds,  etc.  22,408- 
„ 11,  22,467-86 

Repairs  allowance  22,402-3,  22,406-7, 

22,432-66 

Sporting  rights  ...  22,430,  22,549-50 

Woodlands,  assessment  22,412-30 
22,488-90,  22,492-513,  22,535-4l’ 

22,544-50 

Woodlands,  Assessment : 

Capital,  as  represented  by  timber,  should 
be  exempt,  Wood,  Haviland  22,412,  22,488-90 
Encouragement  of  replanting  if  overpay- 
ment made  now  by  allowing  rebate  in 
next  five  years  of  replanting  and  return 
for  larger  expenditure  taken  in  conjunc- 
tion with  sales  during  war,  opinion  re 
proposal,  Home  ...  ...  ...  22  740-50 

Form  of  accounts,  proposal,  Parsons' 

1566,  1661-6 

Importance,  owing  to  need  of  encouraging 
planting,  and  proposals,  Wood,  Havi- 

la.nd  22,412-30 

Incidence  of  burdens  of  Income  Tax, 
Super-tax,  and  rates,  etc.,  Home  ...  22,628 
Majority  not  planted  for  profit,  Wood  22,514-9 
Memorandum  by  Board  of  Inland  Revenue  p.  145 
on  Net  income  desirable,  Home  22,674-5,  22,682 
of  Occupying  owners  only  under  Schedule 

A,  proposal,  Wood,  Haviland 22,425 

Option  of,  under  Schedule  B or  Schedule 

D,  Sliarland  21,268-77 

of  Present  value,  Wood  22,537-41 

Profits  from  occupation  of,  assessment 
system,  hardships  and  proposals,  Wood, 

Haviland  22  414-29 

Rating  assessment  as  basis,  objection  to.’ 
and  rating  assessment  should  be  dis- 
regarded, Wood,  Haviland  22,413,  22,492-7 

Rating  system,  Wood  22,544-8 

under  Schedule  A,  system,  Wood,  Havi- 
land, 22,413,  22,523-8;  Home  22,626 

under  Schedule  B : 

One-third  of  annual  value,  reduction 
to,  advocated,  Wood,  Haviland  22,426-8 


INDEX, 
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WoodlandB,  Assessment— cont. 
under  Schedule  B — cont. 

System,  Wood,  22,520-2,  22,528; 

Home  ...  ...  •••  22,626 

under  Schedule  B and  Schedule  D, 
option,  Board  of  Inland  . "Revenue  ...  p.  146 

under  Schedule  D : 

Basis  of  five  or  seven  years’  average 

advocated,  Home  ...  ...  ...  22,626 

Commercially  managed,  Bhould  have 
right  of,  irrespective  of  Bize, 
Harrison  ...  ...  ...  27,063-4 

Connection  of  ages  of  woodlands, 
etc.,  with,  Wood,  Haviland, 
22,418-21,  22,498-513,  22,535-6; 

Home  ...  22,626,  22,732-7 

Deduction  of  tax  previously  paid 
under  Schedules  A and  B,  proposal 
Home  ...  ...  •••  22,626—7,  22,655—64 

Option  and  proposal  re,  Wood, 
Haviland.  ...  ...  ...  22,415-22 

Scheme,  Home  ...  ...  22,626-8,  22,795-9 

Treatment  of  partly  grown  wood- 
land as  stock  and  payment  of  tax 
on  difference  when  sold,  question 
of,  and  difficulty,  Wood,  22,537-42; 

Home  ...  — •••  22,683—703 

Single  schedule  advocated,  Home 

22,626,  22,631 

on  Value  of  land  in  natural  state  for 

pasture,  objection  to,  Home  22,626,  22,674—80 

Valuation  at  post-war  prices,  proposal, 
Haviland  ...  ...  ...  •••  •••  22  542 

Workers’  organisations,  official  recognition 
of,  by  Inland  Revenue  authorities  as 
tribunals  for  certain  purposes,  advocated, 

0.  B.  Carter  20,151 

Wrenbury,  Lord : 

on  Income  Tax  Act,  1918,  Bremner 

15,885,  16,030 

on  non-exemption  of  charitable  institu- 
tions from  tax  on  lands  and  houses 
occupied,  Price  ...  ...  ...17,137,  17,183 


Year  of  Assessment : 


1st  January — 31st  December: 

not  Advocated  owing  to  dislocation 
that  would  be  caused  in  first  year, 

Sulley  ...  ...  ...  ...  23,699—700 

Approved  if  assessment  based  on  pre- 
ceding year’s  income,  Fislier, 
22,382-3;  Brown,  22,384;  Fergusson  22,384 
Change,  possible  method  and  objec- 
tion, Harrison...  25,073,  25,077,  25,186-9 

Difficulty,  B.  V.  N.  Hopkins 153 

Large  number  of  business  accounts 

made  up  to  31st  December,  Harri- 
son   25,068,  25,172-6 

Loss  of  revenue,  possible  method  of 
avoiding,  Harrison  ...  ...  22,177-8 

Possibility,  but  payment  on  preced- 
ing year  would  remove  confusion 
with  regard  to  5th  April,  W.  Cash  8490 
Proposal,  Quin  ...  ...  ...7713,  8229—30 

Question  of,  Collins,  690-3;  Money 

10,670-4 


1st  April — 31st  March: 


certain  Advantages,  Harrison  ...  25,076 
Advocated,  Booty,  12,067;  Hewitt, 

21,562,  21,756-60;  Brown,  Fer- 

gusson, Fisher,  22,380-1 ; Sulley 

23,519,  23,698 


Year  of  Assessment— cont. 

Lst  April — 31st  March — cont. 

Change  to,  alternative  methods  as 

regards,  Harrison  25,070-2 

Possibility,  B.  V.  N.  Hopkins,  153; 

Collins  ...  ...  ...  ...  •••  584-5 

6th  April — 5th  April,  B.  V.  N.  Hopkins, 

140-8,  155;  Collins  321 

Alteration  : 

Case  for,  not  considered  to  be  proved, 
Harrison  ...  ...  •••  25,078 

not  Objected  to  by  Board  of  Inland 
Revenue  if  interests  of  great  body 
of  taxpayers  materially  served, 
but  disadvantages  of  present 
system  more  theoretical  than  prac- 
tical, Harrison  ...  25,074,  25,183-4 

Suggestions,  reply  to,  Harrison  25,067-78 
Comparison  with  other  years,  B.  V.  N. 

Hopkins  ...  ...  ...  ...  •••  149—52 

Disregard  of,  in  practice  to  certain 

extent,  Harrison  ...  ...  25,071,  25,075 

History,  Harrison,  25,190-8;  Board  of 
Inland  Bevenue  ...  ...  ...  ...  p.  79 

Yield  of  Tax,  high  rate  during  war,  but  prob- 
able decrease  after,  Schooling  ...  1203-13 

YOUNG,  Sir  FREDERICK,  M.P.,  Chairman 
of  the  Association  to  Protest  against  the 
Duplication  of  Income  Tax  within  the 
Empire  ...  ...  ...  ...  ...  764-964 

Association  to  Protest  against  the  Dupli- 
cation of  Income  Tax  within  the 
Empire  ...  ...  ...  ...  769,  783,  795 

Australia,  Income  Tax  system  771,  785, 

829-31,  849-58,  926-34 
Dominion  Income  Tax  systems  ...  785, 

829-31,  849-51 

Double  Income  Tax  within  the  Empire  : 
Alteration,  proposals  775,  777-80,  785, 

787-9,  793,  804-12,  813-4,  819-21, 

828,  843-8,  860-95,  903-7,  917, 

920-6,  937-47,  953-64 
Concessions  since  the  war  770,  783,  801-3 
Examples  of  working  ...  ...  784-5,  935 

Imperial  aspect  771,  783,  785,  789-90 
Increased  evil  of,  in  1914,  769-71, 

783,  785,  837-8,  910-1 
Movement  against  ...  765-8,  778,  781-3 

Objections  and  effect  on  trade,  etc. 

770-2,  779-80,  783,  785,  791-3, 

815-8,  832-42,  900-2,  908-19 

YOUNG,  J.  T.,  Superintending  Inspector  of 
Taxes,  on  behalf  of  the  Association  of  Tax 
Surveying  Officers  (joint  evidence),  see  Best, 

W.  S.;  Eborall,  E.  A.;  Osier,  R.  W. ; and 
Young,  J.  T.  ...  ...  ...  ...  25,693—26,252 

YOUNG,  SIDNEY,  O.B.E.,  Chairman  of  the 
British  and  Argentine  Meat  Company,  Ltd. 

11,861-11,983 

Argentine,  British  meat  importing  firms, 
American  competition  and  proposed 
remedy  ...  ...  ...  ...  11,862—983 

Foreign  firms  with  agencies  in  England, 
proposed  taxation  on  turnover  ...  11,865-981 


ZORN,  JOHN  24,724-92 

Differentiation  scheme  24,736-8,  24,758-71, 

24,782-7 

Employers,  deduction  of  tax  by  24,734,  24,772-4 

Exemption  limit  24,739 

Graduation  scheme  24,725-35,  24,740, 

24,742-53,  24,776-81,  24,788-90 


